FINANCIAL INDUSTRY REGULATORY AUTHORITY

OFFICE OF HEARING OFFICERS

Department of Enforcement,
Complainant, DISCIPLINARY PROCEEDING
No. 2010021668703

V.

David D. Anthony (CRD No. 4671195),

Respondent.

COMPLAINT

The Department of Enforcement alleges:
SUMMARY

1. In2010, David D. Anthony, while registered with Multi-Financial Securities
Corporation (the “Firm™), participated in private securities transactions (or
alternatively an outside business activity) by offering and selling Integrity Capital,
LLC s secured promissory notes (hercafter, “Integrity Promissory Notes™), which are
now in default, to two investors, GP and AA/JA. By this conduct he violated NASD

Rule 3040 (or, alternatively, NASD Rule 3030) and FINRA Rule 2010.

2. Addttionally. Anthony’s recommendation and sale of an Integrity Promissory Note to
GP was unsuitable in view of the customer’s financial situation. investment
objectives, and other holdings. Thus, Anthony violated NASD Conduct Rule 2310

and 2110.



RESPONDENT(S) AND JURISDICTION

. Anthony entered the securities industry on June 25, 2003, as a General Securitics
Representative of the Firm. a FINRA member firm. During all periods mentioned
herein, Anthony was associated with the Firm, and was registered with FINRA under

Article V of the By-Laws as a General Securitics Represcntative.

. Anthony currently is not assoctated with a FINRA member.

. Although Anthony is no longer registered or associated with a FINRA member, he
remains subject to FINRAs 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 effective date of termination of Respondent’s registration
with the Firm, namely, November 19, 2010; and (2) the Complaint charges him with

misconduct committed while he was registered or associated with a FINRA member.

THE INTEGRITY PROMISSORY NOTES

The Integrity Promissory Notes are “securities” under § 3(a)(10) of the Securities

Exchange Act of 1934,
The Integrity Promissory Notes state on the first page:

... THISNOTE MAY NOT BE SOLD, OFFERED FOR SALE,
PLEDGED OR HYPOTHECATED EXCEPT PURSUANT TO
AN EFFECTIVE REGISTRATION STATEMENT UNDER THE
SECURITIES ACT [OF 1933, AS AMENDED] OR PURSUANT
TO AN AVAILABLE EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBIJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT [OF 1933, AS
AMENDED] AND IN ACCORDANCE WITH APPLICABLE
STATE SECURITIES LAWS. ..
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Both GP and AA/JA’s Integrity Promissory Notes provide for a maturity period of

three years at 9% interest rate per annum,

The Integrity Promissory Notes reference a Loan and Sccurity Agreement, which
specifically provides that the Integrity Promissory Note proceeds would be used for
the purchase of asscts and/or capital stock of Integrity Capital, Inc. and the purchase

of government backed vouchers and other commercial loans.
AA/IA’s Integrity Capital, LLC Lender Representation Letter states that:

The Lender acknowledges and understands that the Loan and the
Note may not be sold, transferred. or otherwise disposed of except
pursuant to an exemption from registration under the Securities
Act [of 1933, as amended] and in accordance with all other
applicable U.8. securities laws... The Lender is making the Loan
and acquiring the Note as principal for its own account for
investment purposes only and not with a view to or for distributing
or reselling such Note or any part hereof.

Investors GP and AA/JA invested money. spectfically. $100,000 and $300,000,

respectively, in Integrity Capital, LLC via the Integrity Promissory Notes.

Although the Integrity Promissory Notes were purportedly sccured, perfection of the
security interest was dependent on the note purchasers’ filing financing statements,
and no financing statements were signed by Integrity Capital, LL.C or provided to the

purchascrs.

. GP and AA/JA were induced to purchase the Integrity Promissory Notes by the

promised return of 9% interest rate per annum.
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FiIRST CAUSE OF ACTION
(NASD Conduct Rule 3040 and FINRA Rule 2010 - Selling Away)

The Department realleges and incorporates by reference paragraphs 1- 13 above.

During all relevant times, Anthony was a Certified Public Accountant (CPA) and had
an accounting and tax planning and return preparation practice. GP and AA/JA were
tax clients of Anthony’s. In addition, AA/JA maintained an account with the Firm for

which Anthony was the designated registered representative.

In Spring of 2010, during the preparation of GP*s tax returns, GP informed Anthony
that she was upset that she was no longer receiving interest on an investment
purchased by her late husband, which investment had matured, and that she was not
satisfied with the intcrest rates then offered on bank certificates of deposit. In
response, Anthony brought GP’s atiention to the Integrity Promissory Note as a

potential investment paying 9% per annum.

Bascd on GP’s discussions with Anthony, on or about April 26, 2010, GP invested

$100,000 in Integrity Capital, LCC.

In Spring of 201 0. during the preparation of AA/JA’s taxes, AA/JA mentioned to
Anthony that someone had proposed that they take the proceeds from the sale of their
business and that they invest them in an annuity. AA/JA informed Anthony that they
did not like the penalty provisions associated with annuities. In response, Anthony
brought AA/JA’s attention to the Integrity Promissory Notes as a potential

Investment.
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Based on AA/JA’s discussions with Anthony, on or about March 23, 2010, AA/JA

invested $300,000 in Integrity Capital, LLC.

. Anthony, while associated with his Firm, participated in, and facilitated, the sale of

Integrity Promissory Notes both to GP and AA/JA.

Anthony participated in, and facilitated, the sale of the Integrity Promissory Note to
GP by, among other things, infroducing the Integrity Promissory Note to GP,
explaining Integrity Capital, LLC’s business to GP, explaining the Investment
Promissory Note provisions, contacting Integrity Capital, L1.C to have a specific
Integrity Promissory Note dratied for GP, providing GP the Investment Promissory
Note, mailing GP’s signed Integrity Promissory Note for GP to Integrity Capital.
LLC, and providing wiring mformation to GP so that she could wire the investment

funds to Integrity Capital, LLC.

Anthony participated in, and facilitated, the sale of the Integrity Promissory Note to
AA/JA by. among other things, introducing the Integrity Promissory Note to AA/JA.
explaining Integrity Capital, LLC’s business to AA/JA, explaining the Investment
Promissory Notes provisions, providing AA/JA a specific Security Agreement and
Integrity Promissory Note drafted for AA/JA, and providing wiring information to

AA/JA so that they could wire the investment funds to Integrity Capital, LLC.

Subsequent to both GP and AA/JA’s investments, in the Fourth Quarter of 2011
and/or First Quarter of 2012, Integrity Capital, LL.C defaulted on the interest accrual
and/or payments pursuant to the Integrity Promissory Notes. Currently, neither GP

nor AA/JA are receiving interest accrual and/or payments on their Integrity



Promissory Notes. Further, despite Integrity Capital, LLS’s default, neither GP nor

AA/JA have had their principal investment amounts returned to them.

24. Prior to participating in the sales of the Integrity Promissory Notes to GP and AA/JA,
Anthony failed to provide his Firm any written notice of his intention to participate in
the sales of the Integrity Promissory Notes, and failed to obtain written approval from

the Firm, in violation of NASD Conduct Rule 3040 and FINRA Rule 2010.

25. Anthony’s participation in the sales of the Integrity Promissory Notes to GP and

AA/JA was outside the regular course or scope of his employment with the Firm.

26. In connection with his participation in the private sccurities transactions, Anthony
understood that he could apply to Integrity for a commission of 1-2% of the amount

invested by Integrity Promissory Note purchasers he referred to Integrity.

27. As aresult of the toregoing conduct, Respondent Anthony violated NASD Conduct

Rule 3040 and FINRA Ruie 2010.

SEcoND CAUSE OF ACTION

(NASD Conduct Rule 3030 and FINRA Rule 2010 — In the Alternative, Engaging in Quiside
Business Activiry)

28. The Department realleges and incorporates by reference paragraphs 1 - 27 above.

29. Should a determination be made that the Integrity Promissory Notes that were sold by
Anthony were not “securities” under the 1934 Act. as set forth in the First Cause of
Action above, Enforcement alleges in the alternative that, during 2010, Anthony was
employed by Integrity Capital. LLC and/or its employecs or agents. and engaged in
the business activity of solictting persons to invest and/or loan money to Integrity

Capttal. LLC.



30. During 2010, Anthony failed to provide prompt written notice to his Firm that he was
employed by Integrity Capital, LLC and/or its employees or agents and engaged in
the business activity of soliciling persons to invest and/or loan money to Integrity

Capital, LLC.

31. As aresult of the foregoing conduct, Respondent Anthony violated NASD Conduct

Rule 3030 and FINRA Ruie 2010.

THIRD CAUSE OF ACTION
(NASD Conduct Rule 2310 and FINRA Rule 2010 — Unsuitable Recommendation)

32. The Department realieges and incorporates by reference paragraphs 1 - 31 above.

33. On or about April 26, 2010, Respondent Anthony recommended that customer GP
purchase an Integrity Promissory Note in the amount of $100.000 without reasonable
grounds to belteve that the recommendation was suitable on the basis of the

customer’s other securities holdings, financial situation and needs.

34. Anthony knew that GP was in her late 60s, was rctired, was a widow with limited
imvestment experience and limited means, and that she was relying on income from

the Integrity Promissory Note to cover her various bills and other living expenses.

. The $100,000 constituted approximately 56.5% of GP’s liquid net worth, such that
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the investment in the Integrity Promissory Note resulted in an unsuitable

overconcentration of her liquid assets.
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. GP’s concentrated position in Integrity exposed her to a risk of loss that exceeded her

risk tolerance and investment objectives. Integrity defaulted on the Promissory Note
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held by GP in the Fourth Quarter of 2011 and/or First Quarter of 2012. GP is not
currently receiving interest payments and her $100,000 principal investment has not

been returned to her.

37. As aresult of the foregoing conduct, Respondent Anthony violated NASD Conduct

Rule 2310 and FINRA Rule 2010.

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

A. make findings of fact and conclusions of law that Respondent committed the
violations charged and alleged herein;

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

C. order that 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: November 9. 2012 < f A i

Sarah B. Belter, Senior Regional Counsel
FINRA - Department of Enforcement
1100 Povdras Street, Suite 850

New Orleans. LA 70163-1108

Phone: 504-522-6527; Fax: 504-581-3699
g-mail: sarah.belter@finra.org




David B. Klafter, Regional Chief Counsel
FINRA - Department of Enforcement
Crystal Corporate Center

2500 N. Military Trail, Suite 302

Boca Raton, FL 33431-6324
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e-mail: david.klafter@ finra.org
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