TO:

FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2011026346201

Department of Enforcement
Financial Industry Regulatory Authority (“FINRA”)

Gregory Martino, Respondent
General Securities Principal
CRI) No. 703338

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.
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ACCEPTANCE AND CONSENT

I 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

Martino entered the securities industry in 1988. He worked at four different firms
before forming a new broker-dealer, Westrock Advisors, Inc., in 1992. President
and principal owner of Westrock Advisors from the time it became a broker-
dealer until January 2009, working out of the firm’s New York City headquarters
at all times relevant to his AWC. He remained registered with Westrock
Advisors until October 11, 2010.' Martino has been licensed as a Series 4, 7, 8,
24, and 63.

! Westrock Advisors was expelled from FINRA in January 2011 for failure to pay fines and/or
COSts,
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OVERVIEW

During the period August through December 2007, Westrock Advisors conducted
a private placement of notes and convertible preferred stock issued by its parent
company, Westrock Group, Inc. Martino, as president of Westrock Advisors,
failed to take sufficient action to ensure that the firm established, maintained, and
enforced written supervisery procedures that would provide for adequate
supervision of the sales of these securities in compliance with the firm’s
suitability obligations to its customers. In fact, in a number of instances, the notes
or preferred stock were sold to customers for whom the investment was
unsuitable.

FACTS AND VIOLATIVE CONDUCT

In August 2007, Westrock Advisors began marketing a private placement of up to
$6 million of 12% Subordinated Notes and 8% Class B Convertible Preferred
Stock, issued by its parent company, Westrock Group, Inc., for the primary
purpose of pursuing a business combination with another broker-dealer. The
2007 private placement was to be sold to accredited investors only, pursuant to
Rule 506 of Regulation D under the Securities Act of 1933

The private placement notes and preferred stock were highly risky. The Private
Placement Memorandum warned, in boldface, capital letters, that “THE
SECURITIES OFFERED HEREBY ARE SPECULATIVE AND INVOLVE
A HIGH DEGREE OF RISK AND SHOULD NOT BE PURCHASED BY
ANYONE WHO CANNOT AFFORD THE LOSS OF HIS, HER OR ITS
ENTIRE INVESTMENT.” The PPM warned that the company had a history of
losses and that it might not have sufficient capital to continue operations if it did
not raise the maximum amount.’

Martino had overall responsibility for the firm’s written supervisory procedures
and its supervisory practices. Martino knew that the Westrock Group notes and
preferred stock were not appropriate for customers with low or moderate risk
tolerance, or with limited investment experience. However, the firm’s procedures
did not set forth adequate mechanisms for reviewing the suitability of sales of
high-risk products such as the Westrock Group notes and preferred stock. They
also did not allocate responsibility for performing specific tasks to identified
individuals. The procedures instead assigned supervisory responsibilities for
private placements to a principal of the firm without specifying how those
responsibilities were to be carried out. As a result, no one at the firm undertook

? By May of 2009, Westrack Group was in widespread default on the interest due on its
outstanding notes.



any substantive review of the suitability of the sales of the Westrock Group
securities to the firm’s customers, including risk-averse customers.

Instead of taking appropriate action to ensure that the procedures addressed these
issues in connection with the sale of Westrock group notes and preferred stock,
Martino assumed that the principal responsible for private placements, or the
firm’s Chief Compliance Officer, would review the customer account
information.

Seven registered representatives of Westrock Advisors sold the 2007 private
placement to fifty customers. The investment was unsuitable for many of the
customers. Numerocus customers had conservative or moderate risk tolerances,
many had limited investment experience, and many invested large percentages of
their annual income in the notes or preferred stock. In addition, a number of the
customers did not satisfy the criteria for accredited investor status required under
Rule 506. However, because of the deficiencies in the firm’s procedures
described above, the sales of the Westrock Group notes and preferred stock to
these customers did not receive adequate supervisory review.

Martino thus failed to take sufficient action to ensure that Westrock Advisors
established, maintained and enforced written supervisory procedures that were
designed to provide for reasonable supervision of the firm’s sale of the Westrock
Group notes and preferred stock to customers. He thereby violated Conduct Rule
3010(b). In addition, by violating Conduct Rule 3010(b), Martino also violated
Conduct Rule 2110 (now Conduct Rule 2010).

B. 1 also consent to the imposition of the following sanctions:

1. a sixty day suspension from acting in any principal capacity with a FINRA
member firm; and

2. a fine in the amount of $5,000.
The sanctions imposed herein shall be effective on a date set by FINRA staff. The fine
shall be due and payable either immediately upon reassociation with a member firm, or
prior to any application or request for relief from any statutory disqualification resulting

from this or any other event or proceeding, whichever is earlier,

1 specifically and voluntarily waive any right to claim that I am unable to pay, now or at
any time hereafter, the monetary sanction imposed in this matter.

I understand that if I am suspended from associating with any FINRA member in a
principal capacity, I become subject to a statutory disqualification as that term is defined
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in Article IT1, 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 a principal capacity during the period of the suspension (see FINRA Rules
8310 and 8311). Furthermore, because I am subject to a statutory disqualification during
the suspension, if | remain associated with a member firm in a non-suspended capacity,
an application to continue that association may be required.

iL
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,
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 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.
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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 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 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 attach a Corrective Action Statement to this AWC that is a statement of
demonstrable corrective steps taken to prevent future misconduct. I 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 factual or legal
findings by FINRA, nor does it reflect the views of FINRA or its staff.

I certify that I have read and understand all of the provisions of this AWC and have been given a
full opportunity to ask questions about it; that [ have agreed to its provisions voluntarily; and that
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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 me to submit it.

wolael
Date Gregory Mamtino

Accepted by FINRA:

{/ g/ ?’é_ [ | Signed on behalf of the

Dat Director of ODA, by delegated authority

I

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



