FINANCIAL INDUSTRY REGULATORY AUTHORITY
: OFFICE OF HEARING OFFICERS

Department of Enforcement,

. DISCIPLINARY PROCEEDING'
Complainant, No. : 2009020675401

V.
' HEARING OFFICER:

Brian R. Eastridge (CRD No. 3178922),

Respondent.

COMPLAINT

The Departmentiof Enforcement alleges:
SUMMARY

1. Between March and November 2009 (the “Relevant Period”), Brian R. Eastridge
(“Eastridge™) sold interests in so-called convertible bonds issued by United American Ventures,
LLC (“UAV”) to at least three of his member firm customers and one other investor. At the
time, Eastridge was registered with FINRA as an Investment Company/Variable Contracts
Products Representatiﬁe (*IR”) and associated with PianMember Securities Corporation
(“PlanMember” or the “Firm™).

2. Eastridge sold the UAV products in his capacity as an agent of Integra Investment
Group (“Integrzll”)-, a company whose purported goal was to educate the public on how to ““self-
direct’ their Individual Retirement Account into Non-Traditional I_nvestm.ents,” like UAV.
Pursuant to his contract with Integra, Eastridge would ean a commission of two percent of every

investment he referred to UAV through Integra.



| 3, Eastridge neither sought nor obtained approval from PlanMember to become an
Integra agent or sell the UAV products.

4, Eastridge solicited his customers to invest in UAV by presenting 6ﬁ'ering
materials that rei)resented that the investment would pay a guaranteed annualized interest rate of
25 percent and ‘provide a 10 percent up-front “interest bonus” that UAV indicated would be
added to the principal and included in the interest calculation. Eastridge distributed to customers
and potential customers advertisements for retirement workshops indicating that participéﬁts
could “Learlll- How you can earn 25% interest a year “Guaranteed” by Investing in Private
Equity Bonds,” referring to the UAV products. Eastridge neither sought nor obtained approval
for the workshop advertisements before distributing them to his PlanMember customers and -
other potential investors. |

5. By virtue of the above-described conduct, Eastridge violated:

> NASD Rule 3040 and FINRA Rule 2010 by participating in unapproved
private securities transactions;

»  FINRA Rule 2010 by virtue of a violation of Section 5 of the Securities
~ Act by selling unregistered securities that were not subject to any
exception to Section 5’s registration requirements;

> FINRA Rule 2010 by negligently misleading certain UAV investors by
providing them with UAV material that he failed to recognize contained
materially misleading claims relating to returns and that failed to describe-
any of the significant risks to the investments;

» NASD Rule 2210 and FINRA Rule 2010 by. disseminating unapproved.
and misleading advertising; and

>  NASD Rule 2310 and FINRA Rule 2010 by making unsuitable
recommendations to his customers.



RESPONDENT AND JURISDICTION

6. | Eastridge first became associated \a\-}ith a FINRA regulated broker-dealer in
January 1999. Froxﬁ January 23, 2003 to his termination on November 18, 2009, Eastridge was
registered with FINRA as an IR through his association with PlanMerhber. Eastridge has not .
been registered with any FINRA member firm since he was terminated from. PlanMember in
November 2009. FINRA retains jurisdiction over Eastridge pursuant to Article V, Section 4(a)
of the By-Laws because the conduct that serves as the basts for this action commenced prior to
his termination of registration from a FINRA member firm and this action was filed against

Eastridge within two years of his last termination of registration from a FINRA member firm.

FACTS COMMON TO ALL COUNTS

Background on Eastridge’s Business

7. During the Relevant Period, Eastridge was an independent insurance agent who |
contracted with PlanMember to sell securities-related insurance products. Eastridge conducted
business through Eastridge Mundorf Inc., a financial services compﬁny he operated out of offices
in Wichita, Kansas.

8. Eastﬁdge’s customer base was comprised primarily of members of the Wichita-
area teachers” union.. Eastridge offered his customers annuity and life insurancé products from
multiple insurances sources, and securittes products through PlanMemEer. Eastridge prospected
for new cuétomérs by setting up booths at conveniions for Kansas school teachers and by giving
free dinner workshops on retirement related issues at a Wichita-area restaurant.

Eastridge Becomes an Integra Agent

. 9. In or around March 2009, Eastridge spoke to J.H., a former PlanMember

colleague, about Integra, a company J.H. learned about at an investment seminar. J.H. told



Eastridge that Integra acted as an intermediary that referred investors to certain alternative
investments and that the company was seeking agents to find investoré to roll their retirement
funds jnto the alternative investments.

10.  Integra was founded by T.0., who Mketed Integra as being in the business of
“educating” investors about the investment options available ﬂuough “self-directeci” TRAs.
Integra had a network of agents who helped T.O. identify prospective investors.

11. Among the products offered through Integra were securities issued by UAV.

UAYV purported to invest in and take public “medical/healthcare” related companies. UAV did
| not reéister any of its securities offerings with the SEC. In its private placement memorandum, .
UAYV asserted that ifs bond offerings were exempt from registration pursuant 1o Rule 506 of
VRegulation D, meaning that they were offered only to “accredited” investors and not through
general solicita’ti.on's.i
- 12. On March 18, 2009, Eastridge contacted Integra employee, Y.L., to talk about_.,
opportunities with thc company, indicating that he wanted to become an agent for [ntegra;

13.  On March 31, 2009, Y.L. sent Eastridge an Agent Agreement (“Agfeement”)_ and
the New Agent inforrnation Form. The Agreement indicated that it was “set this the 31st day of
March 2009 between Integra Investment Group (Company) and Brian Eastridge
fRepresentativc).” Eastridge executed the Agreement and became an Integra agent.

14. - Pursuant to the Agreement, Eastridge promised to “market Integra Investment

Group products and services to individuals and Corporate entities, who are considered by the

! Rule 506 of Regulation D is considered a "safe harbor” for the private offering exemption of Section 4(2) of the
Securities Act. A company is deemed to be within the Section 4(2) exemption by satisfying, among other things,
that the company did not use general solicitation or advertising to market the securities and that its investors are all
accredited or “sophisticated — that is, they must have sufficient knowledge and experience in financial and business
matters to make them capable of evaluating the merits and risks of the prospective investment.” See
http:#Viww.sec.gov/answers/rule506.htm.



Compé.ny and Representatives to be ‘investors,” and/or one whé owns an Individual Retiremcnt
Account (IRA).” In turn, Integra agreed to pay Eastridge a 2% commission on every investment
that he referred to Integra.

15, Eastridge did not inform PlanMember about his association with Integra o; his
intention to participate in private securities transactions through his association with Integra.

Eastridge Begins to Promote UAV Investments

16.  To. attract new customers, Eastridge invited members of the local Kansas
teachers’ union to retirement workshops and complimentary dinners at a local restaurant. -

17.  On March 3, 2009, before becoming associated with Integra, Eastridge submitted
to PlanMember a proposed advertisement for a workshop and dinner he planned to give on Apﬂl |
6th and 9th, 2009. The advertisement indicated that the following topics were to be discussed at
the presentation:

KPERS [Kansas Public Employees Retirement Systern] Benefits
Proven Approach to Retirement Investing

[The local union’s] “Bridge” Benefits

Investment Options in a Volatile Market

Debt Elimination Using Pre-Tax Dollars

Reducing KPERS Joint Survivor Costs

New 403b Regulations

18. ~On March 9, 2009, PlanMember approved Eastridge’s advertisement as
subﬁiﬁed.

19. On April 2, 2009, Eastridge emailed more than 7,000 members of the local
teacher’s union inviting them to attend his seminars on April 6 and 9, 2009. Eastridge’s emailed
© invitation was similar to, but not the same as, the advertisement that PlanMember had approved
on March 9, 2009. In his solicitation, Eastridge added the following additional topic to be

discussed at the workshop: “Leamn How to Eamn 10% Guaranteed through Private Capitol [sic]



Companies,” referring to UAV bonds. Eastridge emailed this altered and unapproved workshop
advertisement just a few days after agreeing to become an Integra agent pursuant to which he
agreed to markef Integra’s products to poténtial investors. |

20. Eastridge never sought or obtained PlanMember’s approval before emailing the
altered advertisement to the members of the teachers’ union.

EEsmtridge Solicits PlanMember Customers to Invest in UAV

21.  On April 14, 2009, Eastridge informed Y.L. that three of his PlanMember
customers had committed to invest in UAV. Eastridge told Y.L. that the three customers would
be receiving partial lump sum payments from the Kansas retirement system in September of
$140,000 each.

22.  Once the customers committed to invest in UAV, Eastridge assisted them in
filling out the UAV applications and transferring their funds into a self-directed IRA account at
UAYV’s custodian bank through which they purportedly invested in UAV convertible bonds.

23, The UAV application included representations like: “Your inﬁestment is 100%
insured against any risk of loss on our insured convertible bonds,” “Minimum 20% annual gain™
and “Earn a guaranteed major gain in your portfo]io this quarter.” The application also indicates
Vthat investments in UAV convertible bonds are fully insured “by a U.S. ipsurancc company with
a AA rating from Standard & Poor’s. This insures 100% of your principal to be repaid by
maturity date.”

| 24. ' In promoting the UAV convertible bonds to his customers and llc;ther potentiél
investors, Eastridge conducted no independent inquiry aboﬁt the UAV offerings, relying solely

on the information he received from either UAV or Integra. Indeed, Eastridge had no



understanding as to how UAV intended to make good on its “guarantee” that it would pay
investors 25% interest on an annual basis.

PlapMember Customers, M.J., S.P., D.K. and M.R. Invest in UAV

- 25.  Three of Eastridge’s former customers and one non-customer invcsted in UAV .
based on Eastridge’s recommendation. M.J., a principal of a Wichita-area high school, invested
$40,000 in a UAV bonci after telling Eastridge that he had money to invest from the sale of some
real estate. S.P. invested $64,000 in UAV after infonhing Eastridge that she was interested in
investing some of her retirement funds. D.K. invested $25,000 in a UAV bond after attending
one of Eastridge’s retirement workshops. M.R., Eastridge’s then-fiancée, investéd $25,000 in
UAY after receiving a settlement from an insurance company. |

26.. After soliciting their investments, Eastridge provided M.J, S.P., D.K. an& MR
the_ UAV, application. The application promised the investors that they would receive a
“guaianteed” interest rate of 25% without disclosing any risks and without explaining how UAV
could guarantee such a return. The UAV application provided to the customers did not include.
adequate disclosure of the risks of investing in the UAV securities.

27. The UAV application also stated that the bonds will be sold only to accredited E
investors as defined in Rule 501 of Regulation D. M.J., S.P. and M.R. told Eastridge that they
did not meet the accredited investor qualifications, but Eastridge indicated that it was ‘}iis :
understanding that UAYV investors did not have to be accredited because Integra made a deal
with UAV so that non-accredited investors could invest in smaller amounts.

Eastridge Solicits PlanMember Customer D.E. to Invest in UAV
28.  In the summer of 2009, Eastridge encouraged his former customer, D.E., to make

an investment in UAV. Based on Eastridge’s recommendation, D.E. intended to invest $75,000



in UAV convertible bonds. D.K. completed the UAV paperwork in early Septeniber 2009 and
on September 10, 2009, Y.L. emailed docﬁments to the custodian bank indicating that D.E.
intended to trans/fer $75,000 from his PlanMember account to a self-directed IRA account at the
custodian bank, with instructions that all of the assets were to be used to purchase UAV"
convertible i)onds. D.K.’s investment, however, was never finalized.?

29.  On November 18, 2009, PlanMember terminated Eastridge’s employment after
détermining that he had violated “industry rules and company policies relating to selling away
and communications with the publiq.” The Firm found that without seeking or obtaining
PlanMember’s approval, Eastridge sollicited certain of his customers to invest in unregistered-
convertible boncils that purportedly guaranteed 25 percent annualized interest. PlanMember also

. _

determined that Eastridge solicited customers for this outside investment through unapproved

advertisements.

FIRST CAUSE OF ACTION

(Unapproved Private Securities Transactions)
Violation of NASD Rule 3040 and FINRA Rule 2010

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

31.  NASD Rule 3040(a) and (b) provides that no person aésociated with a member. :
shall participate in any manner in a private securities transaction without first providing written

notice to their member firm. Private securities transactions are defined as any securities

? On November 16, 2009, the Securities and Exchange Commission (“SEC”) contacted PlanMember’s Chief
Compliance Officer regarding Eastridge’s involvernent with Integra and UAV, and then subsequently interviewed
Eastridge about his activities. On June 14, 2010, the SEC filed a complaint against UAV, Integra and the various
officers and owners of the two companies. SEC v. United American Ventures, LLC, et al., CV 10-0568 (D.C.N.M.
June 14, 2010). On September 22, 2010, the four individual defendants entered into offers of settlement with the '
SEC, in which they consented to be barred from the securities industry for violating Sections 5 and 17(a) of the
Securities Act of 1933 and Sections 10(b) and 15(a) of the Exchange Act, and Rule 10b-5, thereunder. The SEC’s
complaint also seeks disgorgement, prejudgment interest, and civil penalties from all of the defendants, which wili
be determined by the court. '



transactions outside the regular course and scope of an associated person’s employment with a
membgr.

32.  During the Relevant Period, Eastridge sold UAV convertible bonds to at least.
three. PlanMember customers. Eastridge solicited the customers to invest in UAV bonds,
communicated with Integra and UAV on the customers’ behalf, distributed offering documents
to the customers, and assisted them in transferring their money to UAV.

33.  Eastridge neither sought nor obtained permission from PlanMember to sell UAV
products. UAV convertible bonds were not on PlanMember’s list of approved éecurities, the
transactions were not supervised by the Firm, nor were the transactions on the Finn’s.bpo]{s and
records.. |

34.  Eastridge, therefore, violated NASD Rule 3040 by participating in a private
securities transaction without first providing written notice to PlanMember. By viblating.Rl._tle -
3040, Eastridge also violated FINRA Rule 2010, which requires registered persons to adhere fo

the just and equitable principles of trade.

SECOND CAUSE OF ACTION

(Sale of Unregistered Securities)
Violation of FINRA Rule 2010 by virtue of a violation of Section 5
of the Securities Act of 1933
35.  The Department realleges and incorporates by reference paragraphs 1 through 34
above.
36.  Pursuant to UAV’s offering documents, the UAV bond offerings were exempt
from registration pursuant to Rule 506 of Regulation D. Thus, the unregistered securities were

exempt from Section 5’s registration requirements only if the bonds were sold to “accredited”

investors and not through general solicitations.



37.  During the Relevant Period, Eastridge sold UAV convertible bonds to at least two
PlanMember customers and his former fiancée who were not accredited investors.
38. By virtue of the foregoing, Eastridge violated FINRA Rule 2010 by acting in

contravention of Section 5 of the Securities Act of 1933.

THIRD CAUSE OF ACTION

(Negligent Misrepresentations and Omissions in Connection with the Sale of Securities)
Violation of FINRA Rule 2010 '

39.  The Department realleges and incorporates by reference paragraphs l‘throughl 38

42 above.

40.  FINRA Rule 2010 requires firms and associated persons to “observe high
standards of commercial honor and just and equitable principles of trade.” A registered
representative’s negligent misrepresentations of material facts are inconsistent with just and
equitable principles of trade.

4. During the Relevant Period, Eastridge negligently misled certain PlanMember -
customers by providing them with UAV material that he failed to recognize inc‘ludcd the false
representation- that an investment in UAV convertible bonds was guaranteed to yield 25%
interest on an annual basis, as well as confer a 10% upfront bonus.

42. Eastridge was also negligent in telling certain customers that they did not have to
be an accredited or sophisticated investor to invest in UAV even though UAV’s investment
application indicated that the investment was suitable only for accredited and/of sophisticated
investors.

43. By virtue of the foregoing conduct, Eastridge violated FINRA Rule 2010.

i0



F_OURTH CAUSE OF ACTION

- (Disseminating Unapproved and Misleading Sales Literature)
Violation of NASD Rule 2210 and FINRA Rule 2010

44. = The Department realleges and inéorporates by reference paragraphs 1 through 43
above-. |

45, NASD Rule 2210(b)(1) provides that a “registered principal of the member mﬁst ‘
approve by signature or initial and date each advertisement [and] item of sales literamre”,before. |
its use

46 During the Relevant Period, Eastridge sent to the more than 7,000 members of _the
Wichita-area teacher’s union at least two emails advertising his upcoming free dinner retirement
workshops. In an April 2, 2009 email, Eastridge included the following topic to be discussed at
the workshop: “Learn How to Eamn 10% Guaranteed through Private Capitol [sic] Companiés.”
In an October 7, 2009 email, Eastridge included the following topic to be discussed at the
workshop: “Leamn How you can earn 25% interest a year “Guaranteed” by investing in Priv_ate
Equity Bonds.” (Emphasis in original).

47.  Eastridge neither sought nor obtained approval from. a registered PlanMember
principal for the emails he sent in April and October 2009 advertising his upcoming workshops.
Accordingly, Eastridge violated NASD Rules 2210(b) and FINRA Rule 2010.

48. NASD Rule 2210(d)(1) dictates that the substance of an advertisement must not
include any false,. exaggerated, unwarranted or misleading statements or claims. Egstridge‘s -
représentations in his April and October 2009 emails that he would discuss securities that
guaranteed either 10% or 25% returns on investment were false, exaggerated, unwarranted and

| misleading. By virtue of this conduct, Eastridge violated NASD Rule 2210(d)(1) and FINRA

Rule 2010.

H




FIFTH SIXTH CAUSE OF ACTION

(Unsuitable Sales)
Violation of NASD Rule 2310 and FINRA Rule 2010

:49. The Department realleges and incorporates by reference paragraphs 1 through 48
above.

50. NASD Rule 2310 requires members and their associates to have reasonable :
grounds to believe that a recommendation to purchase, sell or exchange a security is suitable for
the  customer, and that the investment recommendation is consistent with a customer’s best
interésts. A broker must both have a reasonable basis to believe, based on a reasonable
inveéﬁgation, that the recommendation is suitable for at least some investors, and that the
securify is suitable for the specific customer to whom it would be recommended.

'51.  Eastridge did not have a reasonable basis to believe that UAV convertible bonds
were suitable for any. investor, let alone that they were suitable for any of his customers.
Eastridge conducted no independent inquiry on the UAV investments, relying only on
information he received from either UAV or Integra. Moreover, Eastridge did not have a good
understanding of how UAYV intended to make good on its “guarantee” that it Would pay investors .
25% interest on an annual basis.

52. By failing to conduct a suitability analysis, Eastridge viﬁlated NASD Rule 2310

and FINRA Rule 2010.

RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Paﬁel:
A. Order that one or more of the sanctions provided under FINRA Rule 8310(a),

including monetary sanctions, be imposed; and

12



"B.  Order that Eastridge bear such costs of this proceeding as are deemed fair and
appropriate under the circumstances in accordance with FINRA Rule 8330,

FINRA DEPARTMENT OF ENFORCEMENT

Dated: August 11,2011
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