FINANCIAL INDUSTRY REGULATORY AUTHORITY

OFFICE OF HEARING OFFICERS

Department of Enforcement,

Compilainant,

DiscCiPLINARY PROCEEDING

Gregory Allen Baldwin No. 2009019632401
(CRD No. 1856003), '

Respondent.

COMPLAINT
The Department of Enforcement alleges:
SUMMARY

I. From July 2005 through November 2007, Respondent Gregory Allen Baldwin raised
$2,940,000 from investors through the sale of securities in the form of limited
partnership interests, without providing prior written notice to, or obtaining written
approval from, his employer member firm. As a result, Baldwin violated NASD
Conduct Rules 3040 and 2110. Further, Baldwin made improper use of a customer’s
securities by transferring shares of stock held by the customer to an account Baldwin
controlled. He subsequently made improper use of the customer’s funds when he
sold the stock and retained control of the proceeds instead of retuning the funds from
the sale to the customer. As a result, Baldwin violated NASD Conduct Rule 2330

and FINRA Rule 2010. Finally, as part of the staff’s investigation, Baldwin failed to



it

provide documents and information and failed to appear for on-the-record testimony
in violation of FINRA Rules 8210 and 2010.
RESPONDENT AND JURISDICTION
From June 2004 to July 2008, Baldwin was associated with Golden Beneficial

Securities (GBS), 2 member of FINRA, as a general securities representative.

. Atall relevant times, Baldwin was the sole owner of Mountain Capital LLC, a North

Carolina registered investment adviser (Mountain Capital RIA).

. From August 2008 to June 30, 2009, Baldwin was associated with FINRA member

Grant Bettingen, Inc., now known as Newport Coast Securities, Inc. (NCS).

. Baldwin has not been associated with a member firm since his voluntary termination

of his associationt with NCS on June 30, 2009.

. Although Respondent has not been associated with a FINRA member firm since June

30, 2009, he remains subject to FINRA’s jurisdiction for purposes of this proceeding,
pursuant to Article V, Section 4 of FINRA’s By-Laws, because (1) the Complaint
was filed within two years after the date upon which he ceased to be associated with a
FINRA member; and (2) the Complaint charges him with misconduct committted
while he was associated with a FINRA member and with failing to respond to FINRA
requests for information and to appear for on-the-record testimony during the two-
year period after the date upon w;hich he ceased to be associated with a FINRA
member.

FIRST CAUSE OF ACTION
(Private Securities Transactions -- NASD Conduct Rules 3040 and 2110)

. The Department realleges and incorporates by reference paragraphs 1 through 6

above.



8.

10.

Baldwin formed Mountain Capital Fund, LP (Mountain Capital Fund or the Fund) on
September 30, 2004. Baldwin’s adviser firm, Mountain Capital RIA, was Mountain
Capital Fund’s general partner. Baldwin filed 2 Form D for Mountain Cai:ita] Fund
on September 1, 2005.
Mountain Capital Fund was a Regulation D Rule 506 offering for $100,000,000. The
Fund’s overall investment objective was to achieve above average levels of return
associated with high levels of income from the appreciation in the value of equity
securities and income and royalty trusts. The private placement memorandum (PPM)
for the Fund disclosed that the Fund may invest in investments that it believed would
enhance the returns of the Fund. There were no restrictions on the Fund’s
investments. The PPM provided for management fees, among others, for the general
partner and included provisions relating to Mountain Capital Fund’s responsibility to
pﬁy for operating expenses and offering cost reimbursements to the general partner.
From July 2005 to November 2007, Baldwin raised approximately $2,940,000 from
his sale of limited partnership interests in the Fund to about 18 investors in 22

transactions, as detailed below:

$ Amount of -

Date Investor Name Subscription
7/18/2005 | MS $200,000.00
10/24/2005 | PP $150,000.00
1/11/2006 | MF $100,000.00
1/24/2006 | NR,LLP $125,000.00
172772006 | GC $200,000.00
3/1/2006 BT £100,000.00
4/0172006 | RG $100,000.00
40172006 | GLT $50,000.00

40772006 | DA $100,000.00
4/19/2006 | IC $100,000.00
4/24/2006 | RC $100,000.00




11.

$ Amount of
Date Investor Name Subscriptien
5/9/2006 CAS $115,000.00
5/11/2006 | MN ~ $100,000.00
6/1/2006 EG $100,000.00
6/6/2006 Fi $500,000.00
12/15/2006 | FI $200,000.00
141572007 | FI $50,000.00
2172007 | FI $50,000.00
3/08/2007 | CB $100,000.00
4/02/2007 | DT and LT $100,000.00
6/13/2007 | FI $200,000.00
11/14/2007 | WILP $100,000.00
Total $£2,940,000.00

Baldwin engaged in the 22 private securities transactions itemized above while at

GBS.

12. Baldwin did not provide any notice to GBS of his participation in the private

13.

securities transactions, nor did GBS approve his participation in these transactions. In
annual attestations that Baldwin completed dated April 4, 2006, May 2, 2007 and
April 2, 2008, he acknowledged the requirement that he notify the firm prior to
engaging In any private securities transaction away from the firm.

Baldwin received selling compensation, as that term is defined in NASD Conduct
Rule 3040, as a result of the investments in Mountain Capital Fund described above.
Baldwin and/or Mountain Capital RIA were reim.bursed for various expenses and
Baldwin received fees in his capacity as general partner of the limited partnership.
Baidwin solicited these investments pursuant to a private placement memorandum
that provided for the payment of management fees to the general partner in the
amount of 1/4 of 2% per annum of each limited pa@er‘s capital account balance,

calculated and paid quarterly in advance. For the period between March 2007 and



June 2009, there were wire transfers from Mountain Capital Fund, LP’s bank account

to Baldwin’s personal account at Evergreen Bank totaling $156,925.53 as follows:

Date Amount | Beneficiary and Wire Transfer Payment Details/Reference
3/14/2007 | 13,089.44 | Bnf: Gregory A Baldwin/Management Fees and Qrganizational Expenses
9/17/2007 1,000.00 | Bnf: Gregory A Baldwin/Mountain Capital Infusion

11/14/2007 8,750.00 | Bnf: Gregory A Baldwin/Finders fee for Opulink Investment
2/1/2008 | 12,000.00 | Bnf: Gregory Baldwin/Partial General Partner withdrawal
3/26/2008 8,000.00 | Bnf: Gregory Baldwin/(No description provided)
Bnf: Gregory A Baldwin/Compensation for General Partner from Mcpnrf,
5/29/2008 3,000.00 | Lp
6/5/2008 5,000.00 | Bof. Gregory A Baldwin/Gen Partmer Compensation
6/19/2008 8,000.00 | Bnf: Gregory A BaldWianayment to General Partner
771442008 2,000.00 | Bof: Gregory A Baldwin/Managers Fees
7/24/2008 3,350.00 | Bnf Gregory A Baldwin/General Pariner Fees
7/30/2008 10,000.00 | BnF: Gregog A Baldwin/General Partner Fees
8/20/2008 9,000.00 | Bnf: Gregory Baldwin/Managers Fees
9/4/2008 5,000.00 | Bnf: Gregory A Baldwin/Manager Fees
9/26/2008 | 18,336.09 | Bnf: Gregory A Baldwin/Accrued Oper/Admin Expense
10/31/2008 | 13,000.00 | Bnf: Gregory Baldwin/Payable to General Partner
1/9/2009 4,400.00 | Bof: Gregory Baldwin/Payable to General Partner
3/5/2009 | 10,000.00 | Bnf: Gregory Baldwin/General Partner Fee
3/23/2009 3,000.00 | Bnf: Gregory Baldwin/Fees to General Partner
6152009 | 20,000.00 | Bnf: Gregory A Baldwin/General Partner Compensation
Total 156,925.53

14. In addition, there were three wire transfers totaling $6,100 to another account in

Baldwin’s name as follows:

Date Amount | Beneficiary/Wire Transfer Payment Details/Reference
8/19/2008 2,000.00 | Bnf: Greg & Carol Baldwin/Manager Fees
10/9/2008 1,100.00 | Bnf: Baldwin, Gregory A (No Description included)
71102009 3,000.00 | Bnf: Gregory and Carol Baldwin/Payable to General Partner
Total 6,100.00

15. Moreover, there were wire transfers on March 30, 2009 and April 22, 2009 in the

amounts of $35,000 and $40,000, respectively, from the Mountain Capital Fund’s

bank account to Baldwin’s personal investment account at NCS. In addition, money




from the Fund’s bank account was used Ato pay Baldwin’s personal credit card
expenditures of $48,231.32.

16. The foregoing acts, practices and conduct constitute violations of NASD Conduct
Rules 3040 and 2110 by Baldwin.

SECOND CAUSE OF ACTION
(Improper Use of Customer’s Securities and Funds -- NASD Conduct
Rule 2330 and FINRA Rule 2010)

17. The Department realleges and incorporates by reference paragraphs 1 through 16
above.

18. ‘NCS customer JH as of April 2009, owned 333,000 shares of BYOC stock. JH was
Baldwin’s customer. In or about April 2009, JH instructed Baldwin to liquidate all of
his BYOC shares and to send him a check for the proceeds of the sale. Baldwin
agreed to liquidate the shares and to send JH a check for the sale proceeds.

19. A few weeks after contacting Baldwin, JH followed up with him as he had not heard
from him or received a check for the sale of the BYOC shares. Baldwin told JH that
he was not yet able to liquidate the securities as the firn was giving him a hard time.

20. Instead of following JH’s instructions and liquidating the shares, Baldwin transferred
the shares to an account he controlled. On or about May 13, 2009, Baldwin caused
JH’s 333,000 shares of BYOC stock to be transferred into Baldwin’s Mountain
Capital Fund account at NCS, without JH’s knowledge or authorization. By
transferring the shares to his own possession and control instead of selling them,

Baldwin made improper use thereof.



21.

22

23.

24.

25.

26.

Baldwin informed NCS that JH was already an investor in the Fund and wanted to
add his BYOC securities to his already existing “investment....” NCS approved the
transfer of the securities to the Fund’s account.

Baldwin subsequently informed JH that he had liquidated the securities, receiving
$366,000 for the sale. When JH requested the sale proceeds, Baldwin told him he had
invested JH’s monies in Mountain Capital Fund and that he could not disburse funds
at that time because the funds were commingled with other investors’ monies.

After JH expressed his dissatisfaction and need for funds, Baldwin sent him $50,000.
Other than these funds, JH never received the proceeds of the sale of his securities.
When Baldwin caused the sale of BYOC shares from the Mountain Capital Fund
account that he controlled, Baldwin retained the proceeds in that account and failed to
remit any further portion thereof to customer JH. By retaining funds that should have
been remitted to JH, Baldwin made improper use of JH’s funds.

The foregoing acts, practices and conduct constitute violations of NASD Conduct

Rule 2330 and FINRA Rule 2010 by Baldwin.

THIRD CAUSE OF ACTION
(Failure to Respond to Requests for Information and Documents and to Appear for
Testimony -- FINRA Rules 8210 and 2010}
The Department realleges and incorporates by reference paragraphs 1 through 24
above.
FINRA staff sent Baldwin initial 8210 requests for information to which he provided
some responses and documents. However, during the investigation, the staff

expanded the investigation to, among other things, determine the use of proceeds

from the offering. As a result, the staff issued two Rule 8210 requests to Baldwin to



27.

28.

29.

provide information and documents, and three requests to appear for on-the-record
testimony. Baldwin failed to provide information and documents and to appear for
testimony.

First Request for Information and Documents

On March 4, 2010, the staff sent Baldwin a Rule 8210 request to his CRD address of
record via first class and certified mail requesting documents and information. The
requested documents included bank and brokerage accounts statements for Baldwin
and the Fund for the review period, including accounts identified in the bank
statements, credit card statements, a schedule and contact information for all investors
in the Fund, and investor account information and records reflecting investor activity
and the status of the investors’ interests. The response was due on March 18, 2010.
Baldwin signed the certified mail receipt on or about March 8, 2010. On March 17,
2010, Baldwin emailed the staff that he had been ill, was in the process of moving
and would provide the information requested as “expeditiously as possible.” On
March 19, 2010, the staff called Baldwin at the number he provided and left a voice
mail message. Further, on March 19, 2010, the staff emailed Baldwin requesting a
date the response would be provided as well as the new address and telephone
number referenced in Baldwin’s March 17, 2010 email. On March 19, 2010, Baldwin
emailed the staff and stated that he would provide his contact information as soon as
he had it. He did not state when he would respond to the staff’s §210 requést.

Baldwin failed to respond to the first Rule 8210 request.



30.

31

32

33.

Second Request for Information and Documents

On March 25, 2010, the staff sent Baldwin a second Rule 8210 request to his CRD
address via first class and certified mail, enclosing a copy of the March 4, 2010 letter.
The response was due on April 8, 2010. The certified letter was returned to the staff
on April 28, 2610, marked “Return to Sender-Unclaimed-Unable to Forward.” The
letter sent by first class mail was not returned.

On or about May 8, 2010, the staff called Baldwin and left a voicemail message
which was not retumed. On May 10, 2010, the staff emailed Baldwin regarding his
outstanding response to the staff’s March 4, 2010 and March 25, 2010 Rule 8210
requests. Although on June 4, 2010, the staff received an email from “Facebook” for
a friend request by Baldwin, he did not respond to the second request letter.

Request for On-the-Record Testimony (OTR)

First Reguest for an OTR

In furtherance of the staff’s investigation, on September 10, 2010, the staff sent
Baldwin its first Rule 8210 request for him to appear and provide testimony on
September 24, 2010. The letter was sent to his CRD address via first class and
certified mail, as well as to his email address. fhe certified mailing was returned to
the staff on October 4, 2010, marked “Return to Sender-Unclaimed-Unable to
Forward.” The letter sent via first class mail was not retiimed. Baldwin did not
appear for the OTR.

Second Request for an OTR

On September 24, 2010, the staff sent Baldwin a second Rule 8210 request to his

CRD address via first class and certified mail as well as to his email address
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requesting his appearance for his OTR on October 13, 2010. The certified letter was
returned to the staff on November 5, 2010, marked “Other-Unclaimed.” The letter
sent by first class mail was not returned. On October 11, 2010, the staff received an
email from Baldwin requesting a postponement on the grounds that, among other
things, he had been out of town, was in the process of moving and had been ill. On
October 12, 2010, the staff emailed Baldwin requesting that Baldwin call the staff
immediately to discuss the scheduled OTR as well as the Rule 8210 requests for
documents and information that had been outstanding for approximately seven
months. Baldwin did not respond to this email, nor did he appear for his OTR on
October 13, 2010. On October 15, 2010, the staff again emailed Baldwin requesting
that he contact the staff, but he did not reply. On October 15, the staff called the
number Baldwin had previously provided and that was included in his email and
reached a voice recording stating that the telephone number had been disconnected.
Third Request for an OTR

On October 20, 2010, tﬁe staff sent Baldwin a third Rule 8210 request to his CRD
address via first class and certified mail as well as to his email address requesting his
appearance for an OTR on November 4, 2010. The certified letter was returned to the
staft on November 16, 2010, marked “Return to Sender-Unclaimed-Unable to
Forward.” The letter sent by first class mail was not returned. On November 10,
2010, Baldwin emailed the staff stating that he had been ill with the flu and asked if it
was possible to have the OTR in North Carolina. The staff attempted to reach him
yet again using the telephone number reflected on the email, but the number had been

disconnected. On November 11, 2010, the staff emailed Baldwin requesting that he

10



provide a current address and telephone number. Baldwin did not contact the staff
nor did he appear for his OTR.

35. Baldwin’s failure to provide the requested information, documents, and testimony has
impeded the staff’s investigation and effectively prevented the staff from determining
the extent of Baldwin’s misconduct and whether Baldwin violated additional
securities laws, rules and/or regulations.

36. The foregoing acts, practices and conduct constitute violations of FINRA Rules 8210
and 2010 by Baldwin.

RELIEF REQUESTED
WHEREFORE, the Department respectfully requests that the Panel:

A. order that one or more of the sanctions provided under FINRA Rule 8310(a),
including monetary sanctions, be imposed, including that the Respondent be
required to disgorge fully any and all ill-gotten gains and/or make full and
complete restitution, together with interest to customer JH; and

B. order that the Respondent bear such costs of proceeding as are deemed fair and
appropriate under the circumstances in accordance with FINRA Rule 8330.

FINRA DEPARTMENT OF ENFORCEMENT

Date:  June 28, 2011

i
Karrin J. Feemster

Senior Regional Counsel

FINRA Department of Enforcement
300 S. Grand Avenue, Suite 1600
Los Angeles, CA 90071
(213)613-2615; Fax:(213) 617-1570
karrin feemster@finra.org
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