FINANCIAL INDUSTRY REGULATORY AUTHORITY
OFFICE OF HEARING OFFICERS

DEPARTMENT OF ENFORCEMENT,
Complainant,

V. Disciplinary Proceeding
No. 2009020134201
STEVEN MARK PEASLEE,
(CRD No. 2285838)

Respondent. Hearing Officer: LBB

ORDER ACCEPTING OFFER OF SETTLEMENT

INTRODUCTION

Disciplinary Proceeding No. 2009020134201 was filed on August 2, 2011 by the
Department of Enforcement of the Financial Industry Regulatory Authority (FINRA)
(Complainant). Respondent Peaslee submitted an Offer of Settlement (Offer) to the Complainant
dated October 8, 2011. Pursuant to FINRA Rule 9270(¢), the Complainant and the National
Adjudicatory Council (NAC), 2 Review Subcommittee of the NAC, or the Office of Disciplinary
Affairs (ODA) have accepted the uncontested Offer. Accordingly, this Order now is issued
pursuant to FINRA Rule 9270(e)(3). The findings, conclusions, and sanction set forth in this
Order are those stated in the Offer as accepted by the Complainant and approved by the NAC.

Under the terms of the Offer, Respondent has consented, without admitting or denying
the allegations of the Complaint, 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, to the entry of
findings and violations consistent with the allegations of the Complaint, as amended herein, and

to the imposition of the sanction set forth below, and fully understands that this Order will
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become part of Respondent’s permanent disciplinary record and may be considered in any future
sanctions brought by FINRA. |
BACKGROUND

Steven Mark Peaslee (Peaslee) entered the securities industry in August 1992 and became
registered as a general securities representative in October 1992. In July 1997, Peaslee became
associated as a general securities representative with FINRA member firm LPL Financial
Corporation. He was associated with LPL until September 17, 2009. On October 19, 2009, LPL
filed a Uniform Termination Notice for Securities—Industx_y Registration {(Form U5) on behalf of
Peaslee, terminating his association with the firm as of September 17, 2009. On January 9, 2010
and February 26, 2010, LPL filed Amended Forms U5 on behalf of Peaslee, disclosing that
certain customer complaints had been filed against Peaslee.

Peaslee is not currently associated with a FINRA member firm, but remains subject to
FINRA’s jurisdiction pursuant to Article V, Section IV of FINRA’s By-Laws in that the
misconduct alleged in this Complaint occurred while Peaslee was associated with a FINRA
member firm, and this complaint was filed within two years of Peaslee’s last association with a
FINRA member firm and within two years of the last amendment to Peaslee’s Form US5 filed by
LPL.

FINDINGS AND CONCLUSIONS

It has been determined that the Offer be accepted and that findings be made as follows:



1.

FIRST CAUSE OF ACTION
Private Securities Transactions
(NASD Conduct Rule 3040 and FINRA Rule 2010)
Between February 2009 and June 2009, Peaslee participated in private securities transactions by
soliciting four individuals to invest approximately $399,850 in a private securities offering of a
company he owned and controlied (Offering). The Offering’s purpose was to capitalize Peaslee
Capital Group, LLC (PCG), a %/a through which Peaslee operated his securities business and
which was wholly owned by Peaslee. The Offering purported to be issued in compliance with Rule
506 of Regulation D of the Securities Act of 1933 (Reg. D), but no Reg D documents were filed with
the SEC.
The Offering was an equity offering of up to 50% of the shares of PCG to accredited investors.
Peaslee received no written representation from any of the four investors that he or she met the
requirements to be an accredited investor. The price was $20,000 for a 1% interest, and each
member had a voting right. Investors were to receive distributions of 9% per year paid monthly in
the amount of $750 for each 5% membership interest.
Peaslee sold the Offering to four individuals, L.. Ba., L. Be., L. L., and M. G, three of whom, L. Ba.,
L. Be. and L. L., were customers of LPL.
The aforementioned investments were “securities™ pursuant to the Securities Exchange Act of 1934,
Peaslee failed to give written notice of his intent to participate in the sale of the Offering to his
member firm, and failed to obtain written approval from his member firm before engaging in such
activities, as required by NASD Conduct Rule 3040.
LPL did not permit registered representatives to participate in the sale of private equity offerings.

As aresult of this conduct, Peaslee violated NASD Conduct Rule 3040 and FINRA Rule



2010.

SECOND CAUSE OF ACTION
Negligent Misrepresentations or Omissions of Material Facts

(FINRA Rule 2010)
8. During the period from in or about February 2009 until in or about June 2009, while

registered ﬂ;rough LPL, Peaslee negligently made untrue statements of material facts and/or

omitted to state material facts necessary to make the statements and representations made by

Peaslee, in light of the circumstances in which they were made, not misleading, in connection

with L. Ba., L. Be,, L. L., and M. G.’s investment in the Offering.

9. Under his signature as President and Manager of PCG, Peaslee provided the investors with a
private placement memorandum (PPM) and subscription agreement (collectively, Offering
Documents) for the Offering.

10. Through the QOffering Docqments, Peaslee negligently made misrepresentations and
omissions as follows:

(2) Peaslee misrepresented the value of PCG in the PPM he provided to investors by failing
to take into consideration the company’s debts and pending legal obligations when
valuing PCG. Peaslee valuéd PCG at $1.45 million, which he represented to be the value
of its book of business. When determining the vatue of PCG, however, he did not
include, nor did he disclose, (i) the $800,000 of debt he intended to pay with the proceeds
of the offering; (ii} an unpaid arbitration award of more than $75,000 against PCG and
Peaslee; or (i) the potential liability from another legal action against PCG and Peaslee
by former clients.

(b) Peaslec failed to disclose the material facts pertaining to the significant amount of PCG
debt that he intended to pay with the proceeds of the offering: $400,000 of debt for a
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company whose assets were valued at $1.45 million.

(c) Peaslee failed to disclose to at least three of the four investors the material fact that he
also intended to pay personal debts of approximately $400,000 with the proceeds of the
offering, which would not benefit PCG.

(d) Peaslee misrepresented his business plan to the investors, claiming that he would be using
the funds invested to hire additional employees and expand his business, when this was
not the case.

-(e) In the PPM, Peaslee made the misrepresentation that funds invested would be held in an
escrow account and released only if certain conditions were met, when he never created
an escrow account.

I1. In reliance on Peaslee’s mistepresentations, L. Ba., L. Be., L. L., and M. G. invested in the
Offering. L. Ba, L. Be., and L. L. each invested $100,000; M. G. invested $99,850. The
investors have not received a scheduled interest payment since August 2009. Peaslee sold
PCG for $250,000 on October 1, 2009; although this was a liquidity event for PCG under the
terms of the PPM that should have triggered payment to the investors, they received no
payment from these funds. Instead, Peaslee convinced the investors to convert their equity‘ to
debt, entering into promissory notes in October 2009 that pushed the date of repayment out
until 2017 and 2018.

12. As a result of such conduct, Peaslee violated FINRA Rule 2010.



THIRD CAUSE OF ACTION

Failure to Comply with Contingency Offering Terms
(SEA Section 10(b), SEA Rule 10b-9 and FINRA Rule 2010)

13. The Offering sold by Peaslee was a contingent offering insofar as it required that ten percent of the
equity being offered be sold in order for investors’ funds to be released to the issuer.

14. The Offering Documents used by Peaslee in connection with the Offering represented that funds
raised in the Offering would be held in an escrow account and released only if the minimum
contingency of the sale of ten percent of the company’s membership interest was satisfied.

15. Peaslee failed to establish an escrow account in the name of PCG, and no investor funds from the
offering were ever held in an eécrow account. Rather, Peaslee deposited investor funds into PCG’s
operating account and immediately began making withdrawals.

16. Peaslee distributed investor funds before the minimum contingency was satisﬁed, thereby rendering
the representations in the offering documents false and misleading.

17. As aresult of this conduct, Peaslee violated SEA Section 10(b), Rule 10b-9 thereunder, and
FINRA Rule 2010.

| SANCTIONS
It is ordered that Respondent Peaslee be barred from association with any FINRA
member firm in all capacities.
The sanctions imposed herein shall be effective on a date set by FINRA staff. Pursuant
to FINRA Rule 8313(¢), a bar or expulsion shall become effective upon approval or acceptance

of this Order.



SO ORDERED.

Signed on behalf of the
Director of ODA, by delegated authority

MML'W

Rebecca L. Segrest, Senior Regional Counsel

FINRA Department of Enforcement

Atlanta District Office

One Securities Centre, Suite 500

3490 Piedmont Road, N.E.

Atlanta, Georgia 30305

Phone: (404) 239-6125; Fax: (404) 264-1586

E-Mail: rebecca.segrest@finra.org and
teresa.reich@finra.org (paralegal)

Andrew A. Favret, Assoc. V.P. and
Regional Chief Counsel

FINRA, Department of Enforcement

New Orleans District Office

1100 Poydras Street

Energy Centre, Suite 850

New Orleans, Louisiana 70163

Phone: (504) 412-2404; Fax: (202) 721-6527
E-Mail: andrew favret@finra.org



