FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2010021222101

TO:  Department of Enforcement
Financial Industry Regulatory Authority (“FINRA™)

RE:  Gordon M. Budreau, Respondent
General Securities Representative
CRD No. 1246610

Pursuant to FINRA Rule 9216 of FINRA’s Code of Procedure, I submit this Letter of
Acceptance, Waiver and Consent (“AWC”) for the purpose of proposing a settlement of the
alleged rule violations described below. This AWC is submitted on the condition that, if
accepted, FINRA will not bring any future actions against me alleging violations based on the
same factual findings described herein.

ACCEPTANCE AND CONSENT

A. T hereby accept and consent, without admitting or denying the findings, 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, prior to a hearing and without an adjudication of any issue of law
or fact, to the entry of the following findings by FINRA:

BACKGROUND

Gordon M. Budreau has been in the securities industry and registered with FINRA as a gencral
securities representative since 1984. He is currently employed by Morgan Stanley Smith Barney
(“MSSB” or the “firm”) and was registered with the firm at all times relevant to this matter.

RELEVANT DISCIPLINARY HISTORY

Budreau has no relevant disciplinary history.
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FACTS AND VIOLATIVE CONDUCT

This matter involves the use of time and price discretion by Budreau beyond the day on which
the customer granted such discretion.

In early to middle 2009, Budreau had several clients who held shares in a particular stock.
Several days before the company that issued the stock released its July 2009 earnings report,
Budreau had concerns that the company was not performing well. As a result, he contacted
clients in the days preceding the issuance of the earnings report to recommend that they sell their
shares if the company released a poor report, and the customers agreed to do so. The company
did issue a negative earnings report on July 17, 2009. After the report was issued, Budreau soid
the stock in fifteen customer accounts the same morming during a fifteen minute interval. When
Budreau sold the stock, he did not have written authorization to exercise discretion over the
accounts that held the shares, and the firm had not designated any of those accounts as
discretionary. Because Budreau did not receive client authorization to sell the stock on the day
of the actual sales, his sales of the stock on behalf of his customers involved the exercise of time
and price discretion that fell outside the exception stated in NASD Conduct Rule 2510(d)(1).
Although the firm’s policies required all registered representatives to indicate in the order entry
system when they use time and price discretion when ordering trades, Budreau faited to make
that disclosure.

Budreau’s firm discovered his improper exercise of time and price discretion shortly after he
executed the stock sales. On September 23, 2009, the firm issued a formal Letter of Education to
Budreau reminding him of the rules regarding time and price discretion and instructing him to
read two compliance memoranda addressing discretionary trading and the recording of orders.
Budreau signed the Letter of Education, thereby acknowledging his understanding of the terms
of the document and certifying that he read the relevant policies.

On October 2, 2009, only nine days after receiving the Letter of Education, Budreau again
exercised time and price discretion by purchasing shares of a different security in seven customer
accounts over an eight-minute span. Although Budreau discussed the possibility of purchasing
the security with his customers before entering purchase orders into the firm’s system, none of
the actual purchases occurred on the days when he spoke to his clients, and some of the
purchases occurred a week or two after the clients informed him they were willing to purchase
the security.

As a result of the foregoing, Budreau violated NASD Rule 2510 and FINRA Rule 2010.
B. [ also consent to the imposition of the following sanctions:
1. A fine of $5,000 and

2. A suspension from association with any FINRA member firm in all



capacities for ten (10) business days.

I agree to pay the monetary sanction(s) upon notice that this AWC has been accepted and that
such payment(s) are due and payable. I have submitted an Election of Payment form showing
the method by which I propose to pay the fine imposed. 1 specifically and voluntarily waive any
right to claim that I am unable to pay, now or at any time hereafter, the monetary sanction(s)
imposed in this matter.

Further, I understand that if I am barred or suspended from associating with any FINRA
member, I become subject to a statutory disqualification as that term is defined in Article 11,
Section 4 of FINRA’s By-Laws, incorporating Section 3(a)}(39) of the Securities Exchange Act
of 1934. Accordingly, I may not be associated with any FINRA member in any capacity,
including clerical or ministerial functions, during the period of the bar or suspension (see FINRA
Rules 8310 and 8311).

The sanctions imposed herein shall be effective on a date set by FINRA staft.

II.
WAIVER OF PROCEDURAL RIGHTS

I specifically and voluntarily waive the following rights granted under FINRA’s Code of
Procedure:

A. To have a Complaint issued specifying the allegations against me;

B. To be notified of the Complaint and have the opportunity to answer the
allegations in writing;

C. To defend against the allegations in a disciplinary hearing before a hearing panel,'
1o have a written record of the hearing made and to have a written decision issued;
and

D.  To appeal any such decision to the National Adjudicatory Council (“NAC”) and
then to the U.S. Securities and Exchange Commission and a U.S. Court of
Appeals.

Further, I specifically and voluntarily waive any right to claim bias 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 discussions regarding the terms and conditions of this AWC, or other



consideration of this AWC, including acceptance or rejection of this AWC. .

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

[LIR
OTHER MATTERS
1 understand that:
A. Submission of this AWC is voluntary and will not resolve this matter unless and

until it has been reviewed and accepted by the NAC, a Review Subcommitiee of
the NAC, or the Office of Disciplinary Affairs (“ODA™), pursuant to FINRA Rule
9216;

B. If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against me; and '

C. If accepted:

1. this AWC will become part of my permanent disciplinary record and may
be considered in any future actions 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 inquiries about my disciplinary record;

3. FINRA may make a public announcement concerning this agreement and
the subject matter thereof in accordance with FINRA Rule 8313; and

4. I may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the impression that the AWC
is without factual basis. I may not take any position in any proceeding
brought by or on behalf of FINRA, or to which FINRA is a party, that is
inconsistent with any part of this AWC. Nothing in this provision affects
my right to take legal or factual positions in litigation or other legal
proceedings in which FINRA is not a party.



D. I may aitach a Corrective Action Statement to this AWC that is a statement of
demonsrable corrective steps taken to prevent future misconduct. T understand
that I may not deny the charges or make any statement that is inconsistent with
the AWC in this Statement. This Statement does not constitute factnal or [egal
finding:: by FINRA, nor does it reflect the views of FINRA or its staff.

I certify that I have reall and understand all of the provisions of this AWC and have been givena
full opportunity to ask questions about it; that I have agreed to its provisions voluntarily; and that
no offer, threat, inducement, or promise of any kind, other than the terms set forth herein and the
prospect of avoiding the issnance of a Complaint, has been made to induce me to submit it.
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Date (mm/\ dd.é;yy) Gordon M. Budreau, Respondent
Reviewed by:

Wells Fargo Center, Su.te 2400
1700 Lincoln Street

Denver, Colorado 8020.3-4524
(303) 830-2400

‘Counsel for Respondent

Accepted by FINRA:
<y g 7Y Signed on behalf of the
Date Director of ODA, by d

el;gated : ity
homas B. Lawson

Vice President and Chief Counsel
FINRA Department of Enforcement
1801 K Street NW Suite 800
Washington, DC 20006

(202) 974-2810 (phone); (202) 721-8336



