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COMPLAINT

The Department of Enforcement alleges:
SUMMARY

1. Between September 25, 2008 and October 31, 2008, while registered with former
FINRA member firm, GunnAllen Financial, Inc. (“GunnAllen”), Respondent Robert
Edward Lee, Jr. (“Lee”) failed to follow customer LB’s instructions regarding the
purchase of three securities. By reason of the foregoing, Lee violated NASD Conduct

Rule 2110.

2. Between September 2008 and at least December 2009, while registered with FINRA
through two member firms, Lee made material misrepresentations and omissions to

customer LB regarding the status of certain investments. By reason of the foregoing,

Lee violated FINRA Rule 2010 and NASD Conduct Rule 2110.!

' On December 15, 2008, NASD Conduct Rule 2110 was superseded, without substantive changes, by FINRA Rule
2010.



3. On April 20, 2012, at an on-the-record (“OTR”) interview before FINRA staff, Lee
provided false testimony. By reason of the foregoing, Lee violated FINRA Rules

8210 and 2010.
RESPONDENT AND JURISDICTION

4. Lee first beéame registered as a General Securities Representative (“GSR”) on or
about April 16, 1988 while employed by a former FINRA member firm. He became
registered as a General Securities Principal (“GSP”) on or about August 9, 1993 while
employed by a different former FINRA member firm. From on or about March 17,
2005 through on or about November 16, 2009, Lee was registered as a GSR and GSP
through former FINRA member firm GunnAllen. Since November 16, 2009, Lee has
been registered asa GSR and GSP through FINRA member firm Rockwell Global
Capital LLC (“Rockwell”).

FIRST CAUSE OF ACTION

FAILURE TO FOLLOW CUSTOMER INSTRUCTIONS
(NASD Conduct Rule 2110)

5. The Department re-alleges and incorporates by reference paragraphs 1 through 4

above.

6. FINRA Rule 2010 and NASD Rule 2110 provide that “[a] member, in the conduct of
[his] business, shall observe high standards of commercial honor and just and

equitable principles of trade.”

7. In or about September 2008, while registered through member firm GunnAllen, Lee
became the broker for the account of customer LB. At that time, LB was 53 years

old.



8.

10.

1.

12.

13.

In or about October 2008, Lee recommended that LB purchase, on margin, shares of
Dow 30SM Enhanced Premium & Income Fund Inc. Com (DPO), Pimco High

Income Fund (PHK) and Wells Fargo Advantage Income Opportunities Fund (EAD).

On or about October 28, 2008, LB sent Lee a check for $25,000 to purchase shares of

DPO, PHK and EAD on margin.

Lee represented to LB that Lee had purchased 10,000 shares each of DPO, PHK and
EAD for LB, utilizing margin. Lee represented to LB that those shares were all being
held in an outside retirement account not reflected in the GunnAllen or Rockwell
account statements. Lee did not purchase PHK, EAD or DPO for any outside

retirement account for LB.

Lee did not purchase PHK or EAD at any point for LB’s account at GunnAllen, or at
Rockwell when the account was moved to that firm in or around February 2010. On
September 25, 2008, Lee had purchased 10,000 shares of DPO for LB’s GunnAllen
account but sold those shares on October 14, 2008, for a loss. When questioned by
LB about that transaction, Lee stated that he would repurchase DPO. On October 31,
2008, Lee purchased another 10,000 shares of DPO for LB’s GunnAllen account but
sold those shares on November 10, 2008, again for a loss. After that date, LB’s

account did not contain any DPO shares.

Instead of purchasing the shares of PHK, EAD and DPO on margin for the outside
retirement account, as represented to LB, Lee applied the funds sent by LB to other

purchases in LB’s GunnAllen account.

By reason of the foregoing, Lee violated NASD Conduct Rule 2110.



14.

15.

16.

17.

SECOND CAUSE OF ACTION
MISREPRESENTATIONS AND OMISSIONS
(FINRA Rule 2010 and NASD Conduct Rule 2110)

The Department re-alleges and incorporates by reference paragraphs 1 through 13

above.

Between September 2008 and at least December 2009, in connection with the
purported purchases of DPO, PHK and EAD, Lee told LB that the dividends
generated by the stocks would be used to pay off the margin balance. Lee also falsely
represented to LB that the stocks were not reflected on LB’s brokerage account
statements because they were being held in a separate retirement account outside of

the firm that did not issue statements.

On December 3, 2009, Lee met with LB and his wife MLB in person at LB’s place of
business in Connecticut. At or about the time of that meeting, Lee provided LB with
a handwritten document containing false detailed notations representing the dividends
purportedly being generated by LB’s investments in DPO, PHK and EAD.

According to the document, written by Lee and provided to LB, the investments were
allegedly generating approximately $3,814 in dividends on a monthly basis and the

overall value of the holdings was approximately $331,800.

Also, during that December 3, 2009 meeting with LB and MLB, Lee continued to
falsely represent to LB that he owned DPO, PHK and EAD and that the account was
“Just over 350”. He also falsely represented that the investments in DPO, PHK and

EAD had earned dividends of $49,591.



18.

19.

20.

21.

22.

When asked by LB why he was not receiving statements showing the EAD, PHK and
DPO holdings, Lee repeatedly stated, dﬁring that December 3, 2009 meeting, that he
would send a statement. LB and MLB also reminded Lee that they were counting on
the investments, which he had represented were paying $4,000 in monthly dividends,
for their retirement. At the time of the December 3, 2009 meeting, LB did not hold

any shares of DPO, PHK or EAD.

By reason of the foregoing, Respondent Lee violated FINRA Rule 2010 and NASD
Conduct Rule 2110.
THIRD CAUSE OF ACTION

FALSE TESTIMONY TO FINRA STAFF
(FINRA Rules 8210 and 2010)

The Department re-alleges and incorporates by reference paragraphs 1 through 19

above,

On April 20, 2012, pursuant to FINRA Rule 8210, Lee appeared for sworn, on-the-
record testimony. At the outset of the testimony, FINRA staff reminded Lee of his
obligations under Rule 8210 to answer FINRA’s questions completely and truthfully.
The staff explained that his failure to do so could be the basis for the initiation of a
disciplinary proceeding that could lead to the imposition of sanctions, including a bar

from the industry. Lee testified that he understood.
Lee falsely testified to the following:

= That Lee had never given LB reason to believe that PHK or EAD were purchased

in his account;



That Lee did not inform LB that LB’s account was worth approximately
$350,000;

That Lee had not told LB he owned 10,000 shares each of DPO, PHK and EAD;
That Lee had not told LB he had been receiving $3,814.75 on a monthly basis in
dividends for thirteen months and had not told LB that LB had received $49,591
in total dividends;

That Lee had not told LB his shares of DPO, PHK and EAD were being held in a

different account and did not generate monthly account statements.

23. By reason of the foregoing, Lee 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 Lee committed the

violations charged and alleged herein;

order that one or more of the sanctions provided under FINRA Rule 8310(a) 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;
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
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