FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2010023612308

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

RE:  Eric Bludau, Respondent
CRD No. 4570957

Pursvant to FINRA Rale 9216 of FINRA’s Code of Procedure, Respondent submits 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 Respondent alleging violations based
on the same factual findings described herein.

L
ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, 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, priorto a
hearing and without an adjudication of any issue of law or fact, to the entry of the
following findings by FINRA:

BACKGROUND

Respondent Eric Bludau entered the securities industry with PlanMember Securities, Inc. in 2002
and worked there until his termination on July 22, 2011. Bludau held Series 6, 63, and 65
licenses. Although Bludau is no longer registered or associated with a FINRA member, he
remains subject to FINRA’s jurisdiction pursuant to Article V, Section 4 of FINRA’s By-Laws.

RELEVANT DISCIPLINARY HISTORY

Bludau has no prior disciplinary history.
OVERVIEW

Between November 2008 and December 2008 (“the relevant time period”), Bludau knowingly
participated in private securities transactions by receiving compensation from sales of National
Life Settlements (NLS) products. Bludau received “referral fees™ totaling $5.537 from the sale
of NLS products to four customers. Bludau failed to obtain his member firm’s permission before

accepting such compensation.



In February 2009, the State of Texas filed suit against NLS charging that the NLS note
agreements were fraudulent securitics that had been distributed o investors through false and
misleading sales practices. The State of Texas received an immediate injunction against NLS
and placed all remaining NLS assets into recetvership.

Although Bludau did not distribute the NLS sales literature or recommend the NLS products to
his customers, he knowingly referred one of his customers to another agent and knowingly
accepted compensation from the other agent’s sales of NLS products. As such, Bludau was
participating in the sale of securities without first obtaining his member firm’s permission.

By virtue of the foregoing, Bludau violated NASD Rules 3040 and 2110, and FINRA Rule 2010,
by participating in a private securities transaction and failing to uphold high standards of

commercial honor and just and eguitable principles of trade.

FACTS AND VIOLATIVE CONDUCT

Throughout the relevant time period, NLS offered two products to investors - a Five Year Note
Agreement (the “Sccured Note Program”™) and an Immediate ITncome Investment Plan (the ©T
Plan™). The Secured Note Program purported to guarantee a 10% interest return at the
conclusion of a five year term. The [ Plan was similar to the Secured Note Program, cxecept it
claimed to pay mvestors 4 biweekly income. Both the Secured Note Program and the P Plan
were purported to be secured by thousands of life settlement policies worth billions of dollars,
Both plans claimed to place investor funds into a pooled trust account allegedly managed by a
third party who was responsible for overseeing the pooled assets and disbursing the interest
payments to investors.

NLS sales literature described these note agreements as an investment of money Into a commion
enterprise. with investor funds peoled together and managed by a third party, and with the
guarantec of profits in the form of interest payments. As such, these NLS note agreements were
securities,

In August 2008, Bludau entered mto an agreement to sell NLS products and to receive
compensation from the sale of NLS products. Bludau entered into such agreement without
providing notice to, or requesting permission from, his member firm.

During the refevant time pertod, Bludau did not self the NLS products or distribute the NLS
Hterature to Ins clients, but he did, however, refer one of his clients to another agent. In
exchange for any referrals, and based upon a standing agreement Bludau had in place with other
agents, Bludau expected to receive compensation in the form of referral fees.

During the relevant time period, Bludau received the following referral fees for sales of NLS
products to these customers:

e 51,977 referral fee from the 11/10/08 sale of $123,603 worth of NLS products to
customer CB
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e $1.200 referral foe from the 11/10/08 sale of $60,000 worth of NLS products to customer
JK

e  $1,080 referral fee from the 12/01/08 sale of NLS products to customer JTW (total dollar
amount of sale unknown)

o 51,280 referral fee from the 12/22/08 sale of $42,676 worth of NLS products to customer
DS

By accepting compensation for the above sales of NLS note agreements to these customers,
without obtaining permission from his member firm, Bludau participated in private securities
transactions and violated NASD Rales 3040 and 2110, and FINRA Rule 2010.

B. Respondent also consents 1o the imposition of the following sanctions:

1. To be suspended from associating with any FINRA registrant in any capacity
for a peniod of 30 calendar days, and;
2. To pay a $10,000 tine.

Respondent understands that he is suspended from associating with any FINRA member and is
subject to a statutory disgualification as that term is defined in Article HI, Section 4 of FINRAs
By-Laws, incorporating Section 3{a)(39) of the Securities Exchange Act of 1934, Accordingly,
Respondent may not be associated with any FINRA member in any capacity, including clerical
or ministerial functions, during the period of the suspension (see FINRA Rules 8310 and 8311).

The fine shall be due and payabie cither immediately upon reassociation with a member firm
foHowing the 30 day suspension noted above, ot prior to any application or request for relicf
from any statutory disqualification resulting from this or any other event or proceeding,
whichever is earlier.

Respondent specifically and voluntarily waives any right to claim that Respondent is unable to
pay, now or at any time hereafter, the monetary sanction imposed in this matter.

The sanctions imposed heremn shall be effective on a date set by FINRA stalT.

(.
WAIVER OF PROCEDURAL RIGHTS

Respondent specifically and voluntarily waives the following rights granted under FINRA's
Code of Procedure:

A, To have a Complaint issued specilying the allegations against hin;
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B. To be notified of the Camplaim and have the opportunity to answer the
aflegations ln writing:

C. To defend against the allegations in a disciplinary hearing before a hearing panel,
to 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 Councit (“NAC™) and
then to the U.S. Securifies and Exchange Commission and a U.S. Court of
Appcals.

Further, Respondent specifically and voluntanly waives 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,

Respondent further specifically and voluntarity waives any right to claim that a person violated
the ex parte prolubitions 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 accepiance o rejection.

11
OTHER MATTERS
Respondent understands that:

Al Subsmission of this AWC is voluntary and will not resobve this matter uniess and
unitl it has been reviewed and accepted by the NAC, a4 Review Subcommittee 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 cvidence to prove
any of the allegations against Respondent; and

C. If accepted:
f this AWC will become part of Respondent’s permanent disciplinary

record and may be considered in any future actions brought by FINRA or
any other regulator against Respondent;



D.
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this AWC will be made available through FINRA's public disclosure
program in responsc to public inquiries about Respendent’s disciplinary
record;

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

Respondent may not take any action or make or permit to be made any
public statement, including in regulatory filings or otherwise, denying,
dircetly or indirectly, any finding in this AWC or create the impression
that the AWC is without factual basis. Respondent 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 Respondent’s right to take legal or factual
positions in Hitigation or other fegal procecdings in which FINRA s not a
party.

Respondent may attach a Corrective Action Statement to this AWC that is a
statement of demonstrable corrective steps taken to prevent future misconduct.
Respondent understands that he may not deny the charges or make any statement
that is inconsistent with the AWC in this Stajement. This Statement does not
constitute factual or legal findings by FINRA, nor does it reflect the views of
FINRA or its staff.



Respondent certifies that he has read and understands all of the provisions of this AWC and has
been given a full opportunity to ask questions about it; thal he has agreed o 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 issuance of a Complaint, has been made to induce

Respondent to submit it.
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“Plebra Innocenti, Esq.

Strasburger Price Oppenheimer Blend
711 Navarro Street, Suite 600

San Antonio, TX 78205

£

Accepted by FINRA:

S AN Signed on behalf of the
’ Director of OIJA, by delegated authority

o T A ik o el
“Thomas Lawson, Vicé President and Chief Counsel
Lane Thurgood, Director
Frank Mazzarelli, Serdor Counsel

Aot

FINRA Department of Enforcement
15200 Omega Drive, Third Floor
Rockville, MD 20850

Phone: 301-258-8557 (Mazzarelh)
Facsimile: 202-721-1354 (Mazzarelli)
E-mail: frank mazzarelli@finra.org



