FINANCIAL INDUSTRY REGULATORY AUTHORITY

OFFICE OF HEARING OFFICERS

Department of Enforcement,

Complainant,

DISCIPLINARY PROCEEDING

Daniel G. Sharp No. 2011029681602

(CRD No. 2194385),

Respondent.

COMPLAINT

The Department of Enforcement alleges:

o

SUMMARY

From on or about July 15, 2011 to on or about September 9, 2011, (the “Relevant
Period”), while associated with member firm The Huntington Investment
Company (“"HIC” or the “Firm”), Respondent Daniel G. Sharp made unsuitable
swilches of Class A mutual fund shares 10 unit investment trusts (“UITs”) in the
accounts of 13 customers. In most cases, the Class A mutual funds (for which the
customers paid front-end fees totaling $17,915.29) had been held by the customers
for 12 months or less with none held longer than sixteen months when they were
sold and the proceeds used to purchase the Ul Ts (for which the customers paid
[ront-cnd fees totaling $8,533.09).

Sharp did not have reasonable grounds for believing that these recommendations

and transactions were suitable [or the customers based upon their investment




objectives and needs. The transactions made no economic sense based on the
initial costs the customers incurred with the Class A purchases and additional
costs associated with the UITs purchases.
In addition, Sharp failed to timely appear for an on-the-record interview (OTR).
OTRs were initially scheduled on April 11, 2012 and April 30, 20102,
respectively, in FINRA’s Philadelphia District Office. The OTRs had been
requested by FINRA staff, pursuant to FINRA Rule 8210, secking information
rclating to the swilches effected by Sharp. A Notice of Suspension under FINRA
Rule 9552 was issued on July 19, 2012. On August 13, 2012, Sharp was
suspended. Sharp [inally appeared and testified on September 7, 2012 ~ five
months after the initial request had been made.
Based on the foregoing, Sharp violated NASD Conduct Rule 2310 and FINRA
Rules 8210 and 2010.

RESPONDENT AND JURISDICTION
On or about December 16, 1991, Sharp [irst became registered with FINRA as a
General Securities Representative.
I'rom on or about September 28, 2009 to on or about October 10, 2011, Sharp was
registered with FINRA through an association with 111C.
On or about October 11, 2011, HIC filed a Uniform Termination Notice for
Securities Industry Registration (Form U5) stating that Sharp was terminated for
not [ully cooperating with the Firm’s investigation of his trading practices.
Although Sharp is no longer registered or associated with a FINRA member, he
remains subject to FINRA’s jurisdiction for purposes of this proceeding, pursuant

1o Article V, Section 4 of FINRA’s By-Laws, because (1) the Complaint was filed
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10.

Il

12.

13.

14.

15.

within two years after the effective date of termination of Sharp’s registration with
HIC, namely October 11, 2011, and (2) the Complaint charges him with
misconduct committed while he was a registered with a FINRA member.
FIRST CAUSE OF ACTION
Unsuitable Switches
(NASD Conduct Rule 2310 and FINRA Rule 2010)

The Department realleges and incorporates by reference paragraphs 1 through 8

above,

During the Relevant Period, Sharp made 38 unsuitable switches of Class A mutual
fund shares to UITs in the HIC accounts of thirteen customers. These transactions
are detailed in Attachment A to this Complaint, attached hereto and incorporated
by reference.

All the transactions were effected in retirement accounts.

The customers’ ages ranged [rom 37 years old (o 63 years old and their primary
investment objectives were all “capital appreciation” with some also having a
secondary investment objective ol “income.”

The Class A mutual fund shares in nine customer accounts had been held for 12
months or less and in four customer accounts had been held for 16 months or less
before Sharp effected the sales.

All of the Class A shares that were sold had been subject to a front-end sales load
of at least 5%.

The UITs purchased had a sales charge of up to 3.5%, with the customer paying a
1% load up front and the balance through a possible Contingent Deferred Sales

Charge (“CDSC").
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19.
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Following the trades, HIC required Sharp to provide switch letters explaining his
rationale. Sharp had no rational explanation for the recommendations. For
example, where Sharp asserted that some switches addressed purported customer
concemns about market volatility, a need for diversification and lower exposure to
equities, he could not explain why some ol the customers were switched into
UITs that had more equity exposure and a narrower focus than their mutual fund
holdings
On August 16, 2011, Sharp was placed on a 30-day Performance Improvement
Program (“PIP”) due to decreased production. As detailed in Attachment A, at
least 21 of the 32 of the unsuitable switches Sharp recommended and effected
occurred after he was placed on the PIP.
111C refunded to the customers the fees that had been paid in connection with the
Class A shares that were sold to purchase the UlTs, which [ees totaled
$17,915.29.
The customers paid [ront-end fees totaling $8,533.09 to purchase the UITs.
Sharp received commissions of $2,587.76 for the UIT purchases.
Based on the foregoing, Sharp violated NASD Conduct Rule 2310 and FINRA

Rule 2010.

SECOND CAUSE OF ACTION
FAILURE TO TIMELY APPEAR FOR OTR
(FINRA RULES 8210 AND 2010)
The Department realleges and incorporates by reference paragraphs 1 through 21

above.
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24.

26.

On March 12, 2012, pursuant to FINRA Rule 8210, the Member Regulation staff
of FINRA’s Philadelphia District office (the “Stafl”") sent a letter to Sharp
requesling his appearance at the Philadelphia District Office on April 11,2012 to
testify at an OTR. The purpose of the OTR was to obtain information from Sharp
regarding the aforementioned switches. The letter was sent by (irst-class and
certified mail, return receipt requested, to Sharp’s current residential address as
reflected in Web CRD: | NG (I ‘CRD
Address”).
On March 16, 2012, Sharp telephoned the StafT and stated that appearing in
Philadelphia for the OTR would be a hardship because of family-related issues.
Based on Sharp’s claim of hardship, the Stall agreed to conduct the OTR by
tclephone and confirmed with Sharp that his OTR would take place by telephone
on April 11, 2012.
On April 5, 2012, the StafT called Sharp and confirmed that he would be
appearing via telephone at the OTR on April 11, 2012. In addition, that same
day, FINRA stafl sent Sharp a letter by first-class mail to the CRD Address
confirming his appearance at the OTR on April 11. On April 11, 2012, Sharp

failed to appear at his OTR.

On April 23, 2012, the Staff sent Sharp a letter by [irsi-class and certified mail,
return receipt requested, to the CRD address requesting his appearance at the
Philadelphia District Office for an OTR on April 30, 2012. Again, Sharp failed to
appear [or the OTR on April 30, 2012,

Bascd on Sharp’s (ailures to appear for the two OTRs requested by the StafT, on

July 19, 2012, Sharp was served with a FINRA Rule 9552 Notice of Suspension.
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On August 13, 2012, Sharp was suspended. After receiving that suspension letter,
Sharp contacted the Staff who were handling the non-summary proceeding, and

told them he was willing to testify.

28. On September 7, 2012, Sharp appeared {or an OTR.

29. Based on the foregoing, Sharp violated FINRA Rules 8210 and 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-gotien 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

n i/ - n
Date: October 7, 2013 \\ J CquAl\/ EM/L/ '

David F. Newman, Senibr Regional Counsel
William A. St. Louis, Regional Chief Counsel
FINRA Department of Enforcement

1835 Market Street, Suite 1900

Philadelphia, PA 19103

(215) 665-1180; Fax: (215) 496-0434
david.newman @finra.org
william.stlouis@finra.org
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