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COMPLAINT
The Department of Enforcement alleges:

SUMMARY

1. From March 2007 to July 2010, Alonzo L. Bethea sold interests in a limited
liability company he operated and controlled without proper disclosure of such
activity to his empioye; member firms. He also Operated an investment club
withont notice to his employer firms. Bethea also converted customer funds from
the limited liability company and otherwise misused funds from that company and -
the club. In addition, he signed a cusiomer’s name on an account form without
authorization and supplied false answers to his employer firms on annual
compliance questionnaires. This conduct violated NASD Conduct Rules 3040,

3030, 2330(a) and 2110 and FINRA Rules 2150(a) and 2010.
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RESPONDENT AND JURISDICTION
On December 16, 1991, Bethea first became registered with FINRA as an
Investment Company and Variable Contracts Products Principal. From September
7, 2001 to November 5, 2007, Bethea was registered in that capacity through
member firm Centaurus Financial, Inc. (Centaurus). From January 10, 2008
through August 19, 2009, Bethea was registered in that capacity through mmber
firm Money Concepts Capital Corp., Inc. (Money Concepts). From Septemb& 17,
2009 10 March 19, 2010, Bethea was registered in that capacity through member
firm Lincoln Investment (Lincoln). Bethea is not currently associated with a
member ﬁrm.‘
Although Respondent has not been associated with a FINRA member firm since
March 19, 2010, he remains subject to FINRA’s jurisdiction for purposes of this
. proceeding, pursuant to Article V, Section 4 of FINRA By-Laws, becauss (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 Compleint charges him with

misconduct committed while he was associated with a FINRA member,

FIrsT CAUSE OF ACTION

Private Securities Transactions — Bethea Property Management, LLC
(NASD Conduct Rules 3040 and 2110 and FINRA Rule 2010)

The Department realleges and incorporates by reference paragraphs 1 through 3
above.

Bethea formed Bethea Property Management, LL.C (BPM) to offer interests to
customers who sought to invest in real estate through self-directed IRA accounts. -
The purpose of BPM was to pool investor funds to purchase investment
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10.

11.

Properties, which Bethea managed, and to collect any rent and sell the properties

when they appreciated with the returns paid to investors.

From about October 2006 to about April 2009, Bethea sold securities in the-form
of limited liability company membership interests in BPM totaling $534,644 0

eight customers.

Bethea directed customers to partially liquidate variable annuities he ljmd
previously sold to them so they could make investments in BP!\JI. After the
liquidations, the proceeds were sent to a third-party IRA custodian for alternative,
non-traditional investments, .

Bethea created an Operating Agreement for BPM. The Agreement states that he
is the Manager of BPM and gives him exclusive authority to manage the business
and affairs of the company and the guthority to pay distributions to the members
who were to share in the profits,

Bethea failed to provide written notice to, or obtain apprc;val from, any of his

empioyer member firms before engaging in the private securities transactions

' involving BPM.

By virtue of such conduct, Bethea violated NASD. Conduct Rules 2110 (for
conduct before December 15, 2008) and 3040 and FINRA Rule 2010 (for conduct
after December 14, 2008).

SECOND CAUSE OF ACTION

Outside Business.Activity — Denominational Investment Club
(NASD Conduct Rules 3030 and 2110 and FINRA Rule 2010)

The Department realleges and incorporates by reference paragraphs I through 10
above,
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16.
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On January 31, 1996, Bethea formed Denominational Investment Club (the Club),
an investment club organized as'a general partnership. Investors recmlted by
Bethea were members of the same church that he attended, and several had also
invested in BPM. The Club remained in operation at least until Mamh 2010 when

Bethea was last associated with a member firm.

According to Bethea, the purpose of the Club was to pool investor funds 1o make
securities investments for which the members would receive returns in proportion

to the amount of their original investment.

From about January 2006 to at least March 2010, Bethea operated the Club and
received funds from members.

Bethea also offered to members of the Club a private savings arrangement called

“STOP” that he operated,

Bethea received compensation from his involvement with the Club in the form of
commissions on the sale of securities to the Club, as described in paragraph 19

below,

Bethea created a Partnership Agreement for the Club, which each member signed.

* The document stated that “the only purpose of the partnership is to invest the

assets of the partnership in stocks, bonds and other securities for the education and
benefit of the partners.” The Agreement further provided that members would
make capital contributions and that a capital account would be maintained for
each member and any increase or decrease in the value of the partnership would
be credited or debited to each account in proportion to the sum of all member

capital accounts on that date.
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19.
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21

23,

Bethea opened a bank account for the Club over which he had signatory authority
and controlled the account. The address for the Club and for its bank account was

Bethea’s home address.

On April 1, 2008, Bethea opened an account for the Club at Money Concepts and
was the assigned representative for the account until September 2009, Bethea
recommended and purchased two mutual funds toia]ing approximately $4,500 for _

the Club through this account for which he received commissions.

Bethea’s ope!*;a.tion of the Club was outside the scope of his relaﬁc;nship with his
empioyer member firms.
Bethea failed to pravide written notice of his operation of the Club to his
employer member firms,’
By virtue of such conduct, Bethea violated NASD Conduct Rules 2110 .(for
conduct before December 15, 2008) and 3030 and 2010 (for conduct after
December 14, 2008).
_ THIRD CAUSE OF ACTION
Conversion and Misuse of Customer Funds
(NASD Conduct Rules 2330(a) and 2110
and FINRA Rules 2150(a) and 2010)

The Department reatleges and imorpﬁrates by reference paragraphs 1 through 22
above. A |

From about March 2007 to July 2010, Bethea transferred approximately $477,460
from the BPM and from the Club bank accounts to his personal bank accounts,
where those funds were commingled with his personal funds. Bethea commingled

customer funds with his own money without their authosization or consent,
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25,

26.
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29,

After customers’ funds were deposited in Bethea’s personal accounts, he
converted at least $93,950 to his own use, making payments on his own credit
card account and paying other personal debts. Bethea also misused BPM and
Club funds by making payments on loans secured by mortgages on his wife’s
Property and on loans owed by persons who were not members of BPM or the

Club.

By virtue of such conduct, Bethea violated NASD Conduct Rules 2330(a) {for
conduct before December 15, 2009) and 2110 {for conduct before December 15,
2008) and FINRA Rules 2150(z) (for conduct after December 14, 2009) and 2010 -
(for conduct after December 14, 2008). |

FOURTH CAUSE OF ACTION

Unauthorized Signing
(NASD Conduct Rule 2119)

The Departiment realleges and incorporates by reference paragraphs 1 through 26

above.

Bethes's customer CS sought to open an account at a third-party TRA custodian
for the purpose of holding her investment in BPM. On or ebout April 7, 2007,
without the anthorization or consent of CS, Bethea signed her name to the new

account form required by the custodian.

By virtue of such conduct, Bethea violated NASD Conduct Rule 2110.
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31.
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33,

34.

FIFTH CAUSE OF ACTION

False Questionnaires/Information to Member Firms
(NASD Conduct Rule 2110 and FINRA Rule 2010)

The Department reallepes and incorporates by reference paragraphs 1 through 29
above.

On December 12, 2006, Bethea completed an Annual Compliance Questionnaire
for his employer firm Centaurus. The Questionnaire inciuded a question asking
whether Bethea had “engaged in any private securities transactions” while
associated with the firm. Bethea falsely answered “no” this question, failing to
report that he was engaged in private securities transactions involving BPM.

On December 10, 2008, Money Concepts sent an e-mail to Bethea asking him
whether he engaged in any private securities transactions, prohibited by the firm,
On that same day, Bethea responded by e-mail, falsely denying participating in
private securities transactions, and neglecting to disclose his activities involving
BPM.

On November 26, 2007, Bethea completed an Outside Businms; Activity Details
form for Money Concepts in which he disclosed his activities involving BFM,
which he described as buying, selling and managing real estate. On the form,
however, Bethea falsely answered “no™ fo a question asking him whether he had

. signatory authority on any investment or checking accounts for BPM.

On December 12, 2006, Bethea completed an Annual Compliance Questionnaire
for his employer firm Centaurus. The Questionnaire included a question asking
whether Bethea had commingled his funds with a client’s, other than an




immediate family member. Bethea falsely answered “no” this question, failing to
report that he had commingled his funds with his customers’ funds.

35.  OnNovember 27, 2009, Bethea completed an Annual Compliance Questionnaire
for his employer firm Lincoln. The Questionnaire included a question ;sking
whether Bethea had commingied his funds with a client’s, other than an |
immediate family member, Bethea falsely answered “ng™ this question, failing to
report that he had commingled his funds with his customers’ funds.

36. By virtue of such conduct, Bethea violated NASD Conduct Rule 2110 (for
conduet before December 15, 2008) and FINRA Rule 2010 (for conduct after

)

December 14, 2008),
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 that the Respondent be required to disgorge fully any and all ill-gotten

gains and/or make full and complete restitution, together with interest; 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.
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