
FINANCIAL INDUSTRY REGULATORY AUTHORITY

OFFICE OF HEARING OFFICERS

Department of Enforcement,
DISCIPLINARY PROCEEDING

Complainant, No. 2012032922101

V.

George Wayne Hoffman
(CRD No. 5068220), COMPLAINT

Respondent.

The Department of Enforcement alleges:

SUMMARY

1. On March 24, 2011 and March 28, 2011, Respondent converted $17,000 from an

elderly customer by using falsified Letters of Authorizations ("LOAs") to wire funds from the

customer's securities account at Respondent's FINRA-regulated employer to a bank account

maintained by DS, a third-party. DS retained a portion of the funds for monies owed by

Respondent to DS and wired the balance of the funds to a personal bank account maintained by

Respondent. Respondent did not have permission 
or authority from the elderly customer to use

the customer's funds for Respondent's personal use and benefit.

2. On April 21, 2011, Respondent borrowed $36,000 from the same elderly customer.

Respondent did not notify his FINRA-regulated employer of the loan and did not obtain

permission for it. Respondent effected the loan by wiring funds from the elderly customer's

securities account at Respondent's FINRA-regulated employer to a bank account maintained by



JK, another third-party. JK subsequently wired the funds to a personal bank account maintained

by Respondent.

3. Respondent also failed to comply with FINRA's requests for information and

testimony regarding the transfer offunds from the elderly customer's account.

4. Based upon this conduct, Respondent violated FINRA Rules 2150(a), 3240, 8210

and 2010 and NASD Rule 3110.

RESPONDENT AND JURISDICTION

5. Respondent entered the securities industry in November 2005 when he became

associated with a FINRA-regulated firm and was approved as a General Securities

Representative ("GSR") in February 2006. He remained there until June 2008, when he became

associated as a GSR with another member firm, where he remained until March 2010. In March

2010, Respondent became associated with H. Beck, Inc. ("HBI"), where he was associated as a

GSR until July 5,2012. Respondent is not currently associated with any FINRA member firm.

6. Although Respondent is no longer registered or associated with a FINRA member,

he remains subject to FINRA's jurisdiction for purposes of this proceeding, pursuant to Article

V, Section 4 of FINRA's By-Laws, because the Complaint was filed within two years after the

effective date of termination of Respondent's registration with HBI, namely, July 5, 2012, and

the Complaint charges him with misconduct committed while he was registered or associated

with a FINRA member and with failing to respond to FINRA requests for information and

testimony during the two-year period after the date upon which he ceased to be registered or

associated with a FINRA member.
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STATEMENT OF FACTS

Respondent Converted Funds from an Elderly Customer, Falsified Documents and Caused
his Employer's Records to Be Inaccurate

The First Conversion of Funds from MRB's Account

7. Between April 2010 and June 2012, Customer MRB, who was in his 80s, maintained

a securities account at HBI that was handled by Respondent.

8. In or about March 2011, Respondent agreed to rent a house that DS owned in the

State of Maryland. Respondent agreed to pay DS a $600 security deposit and first month's rent

of $1,200. At the time, Respondent also owed DS $365 from prior loans.

9. On March 24, 2011, without MRB's knowledge or authorization, Respondent

submitted to HBI a falsified LOA requesting a wire transfer of $8,500 from MRB's securities

account at HBI (the "HBI Account") to DS's personal bank account at FFF (the "FFF Account"),

a third-party bank.

10. On March 24, 2011, HBI processed the wire transaction and the funds were credited

to DS's FFF Account.

11. On or about March 24, 2011, Respondent told DS that MRB owed him money for

commission fees and that the fees had been accidently wired to DS's FFF Account.

12. Respondent told DS to deduct the following from the $8,500 that was wired into

DS's account: rent of $1,200; security deposit of $600; wire fees; and funds for personal loans

totaling $365 that Respondent owed to DS. Respondent asked DS to wire the $6,313 balance to

Respondent's personal bank account at WNB bank (the "WNB Account").
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13. On March 25,2011, DS wired $6,313 to Respondent's WNB Account, and retained

$2,187 for Respondent's rent ($1,200), security deposit ($600), loan repayment ($365) and wire

fees ($22).

14. Respondent did not have permission or authority from MRB to use MRB's funds for

Respondent's personal use and benefit.

The Second Conversion of Funds from MRB's Account

15. On or about March 28, 2011, without MRB's knowledge or consent, Respondent

submitted to HBI a second falsified LOA requesting another wire transfer of $8,500 from MRB's

HBI Account to DS's FFF Account.

16. HBI processed the wire transaction and the funds were credited to DS's FFF

Account on March 28, 2011.

17. On or about March 28, 2011 or March 29, 2011, Respondent called DS and told her

that another $8,500 owed to Respondent by MRB for commission fees had again been

accidentally wired to DS's FFF Account.

18. Respondent asked DS to wire the funds less any wire transfer fees to Respondent's

WNB Account.

19. On or about March 30, 2011, DS wired $8,468 to Respondent's WNB Account, after

deducting wire fees of $32.

20. Respondent did not have permission or authority from MRB to use MRB's funds

for Respondent' s personal use and benefit.
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Respondent Received an Unapproved Loan from MRB

21. HBI had written policies prohibiting its GSRs and all associated persons from

borrowing money or securities from or lending money or securities to a customer, without first

obtaining written approval from the firm.

22. In April 2011, Respondent accepted a personal loan of $36,000 from MRB. The loan

was not memorialized into a written agreement.

23. Respondent did not request approval from or receive approval from HBI to accept a

loan from customer MRB.

24. In April 2011, Respondent contacted JK, a personal friend and GSR with another

FINRA member firm. Respondent asked JK to receive a wire transfer in his personal bank

account for $36,000 from customer MRB's HBI Account and to wire the funds to Respondent's

WNB Account, less any wire transfer fees.

25. JK agreed to receive the wired funds in a personal bank account he maintained at a

third-party bank (the "BA Account").

26. On April 21, 2011, Respondent submitted an LOA to HBI requesting a wire lransfer

of $36,000 from MRB's HBI Account to JK's BA Account. On that same day, HBI processed

the wire transaction and the funds were sent to JK's BA Account.

27. On April 21, 2011, JK wired $35,975 to Respondent's WNB Account. The bank

charged JK a $25 fee for the wire transfer transaction.

28. On June 4, 2012, Respondent admitted to HBI that he borrowed $36,000 from

customer MRB, without HBI's knowledge or authorization.

29. Respondent did not repay any ofthe loan funds to MRB.
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Failure to Respond to Requests for Information and Testimony

30. On March 11, 2013, as part of its investigation of Respondent's conduct,

Enforcement sent a letter requesting, pursuant to FINRA Rule 8210, that Respondent provide

written statements, information, and certain financial records to Enforcement by March 22,2013.

The letter was sent by certified mail and return receipt requested to Respondent at his last known

residential address as reflected in the Central Registration Depository (the "CRD Address") and

a copy of the letter was sent to an alternate address known to Enforcement (the ''Alternate

Address"). Enforcement also sent copies ofthe letter to the CRD Address and Alternate Address

by first class mail.

31. The letter sent by certified mail and return receipt requested to the CRD Address was

returned to Enforcement marked, "Unable To Forward." The copy of the letter sent by certified

mail and return receipt requested to the Alternate Address was returned to Enforcement marked

"Unclaimed." The copies of the letter sent by first class mail to the CRD Address and Alternate

Address were not returned to Enforcement.

32. Respondent failed to provide the requested written statements, information, and

financial records to Enforcement by March 22, 2013.

33. On March 25,2013, Enforcement sent another letter requesting, pursuant to FINRA

Rule 8210, that Respondent provide written statements, information, and certain financial

records by April 5, 2013. The letter was sent by certified mail and return receipt requested to

Respondent at the CRD Address and a copy of the letter was sent to the Alternate Address by

certified mail and return receipt requested. Enforcement also sent copies of the letter to the CRD

Address and the Alternate Address by first class mail.
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34. The letter and copy ofthe letter sent by certified mail with return receipt requested to

the CRD Address and Alternate Address were returned to Enforcement marked, "Unable To

Forward." The copy of the letter sent by first class mail to the Alternate Address was returned to

Enforcement. The copy of the letter sent by first class mail to the CRD Address was not returned

to Enforcement.

35. Respondent failed to provide the requested information to Enforcement by April 5,

2013.

36. On March 28,2013, Enforcement sent a letter requesting, pursuant to FINRA Rule

8210, that Respondent appear and provide testimony on April 11, 2013 at Enforcement's office

located in New York, New York. The letter and a copy of the letter were sent by certified mail

and return receipt requested to Respondent at the CRD Address and the Alternate Address.

Enforcement also sent copies of the letter to the CRD Address and Alternate Address by first

class mail.

37. The letter and copy of the letter sent by certified mail and return receipt requested to

the CRD Address and Alternate address were returned to Enforcement marked, "Unable To

Forward." The copy of the letter sent by first class mail to the Alternate Address was returned to

Enforcement. The copy of the letter sent by first class mail to the CRD Address was not returned

to Enforcement.

38. Respondent failed to appear and testify on April 11, 2013.

FIRST CAUSE OF ACTION
Conversion

(FINRA Rules 2150 and 2010)

39. The Department realleges and incorporates by reference paragraphs 1 through 38,

above.
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40. FINRA Rule 2150(a) states that ''[n]o member or person associated with a member

shall make improper use of a customer's securities or funds. ..

42. FINRA Rule 2010 states that, "A member, in the conduct of his business, shall

observe high standards of commercial honor andjust and equitable principles oftrade."

43. Between March 24,2011 and March 28,2011, Respondent caused $17,000 to be

withdrawn from MRB's account without MRB's knowledge or authorization.

44. Respondent used $2,219.00 of the funds to pay Respondent's personal expenses

and a debt. Respondent caused the remaining $14,781.00 to be deposited into a bank account he

controlled, and did not return any funds to MRB.

45. Respondent did not have permission or authority from MRB to use MRB's funds

for Respondent' s personal use and benefit

46. Based on the foregoing, Respondent violated FINRA Rules 2150(a) and 2010 by

converting funds from an elderly customer of his FINRA member firm employer.

SECOND CAUSE OF ACTION
Falsification and Causing his Firm to Maintain False Books and Records

(FINRA Rule 2010 and NASD Rule 3110)

47. Enforcement realleges and incorporates by reference paragraphs 1-46, above.

48. NASD Rule 3110 requires member firms to "make and preserve books and

records as required under the FINRA rules, the Exchange Act and the applicable Exchange Act

rules." Section 17(a) ofthe Exchange Act and SEC Rule 17a-3(a)(1) thereunder requires broker-

dealers to maintain current blotters and other records of original entry containing, among other

things, disbursements of cash and all other debits and credits.
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49. On March 24, 2011 and March 28, 2011, Respondent created and submitted

LOAs to his member firm employer, which authorized the transfer of funds from customer

MRB's HBI Account to the bank account ofa third-party.

50. Respondent did not have permission or authority from MRB to create or submit

the LOA's to HBI or transfer funds from MRB's account.

51. Respondent's submission of falsified LOAs caused HBI to maintain inaccurate

books and records.

52. Based on the foregoing, Respondent violated FINRA Rule 2010 by falsifying or

causing falsified LOAs to be submitted to HBI. In addition, Respondent violated FH?IRA Rule

2010 and NASD Rule 3110 by submitting falsified LOAs to his FINR.A-regulated employer and

causing the firm to maintain inaccurate books and records.

THIRD CAUSE OF ACTION
CUSTOMER LOAN

(FINRA Rules 3240 and 2010)

53. The Department realleges and incorporates by reference paragraphs 1 through 52,

above.

54. FINRA Rule 3240(a) prohibits an associated person from borrowing money or

lending money to a customer unless: (1) the employing member firm has written procedures

allowing the borrowing and lending of money between such registered persons and customers of

the member; (2) the borrowing or lending arrangement meets one of the following conditions:

(A) the customer is a member of the associated person's immediate family; (B) the customer (i)

is a financial institution regularly engaged in the business of providing credit, financing, or loans,

or other entity or person that regularly arranges or extends credit in the ordinary course of

business and (ii) is acting in the course of such business; (C) the customer and the registered
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person are both registered persons of the same member; (D) the lending arrangement is based on

a personal relationship with the customer, such that the loan would not have been solicited,

offered, or given had the customer and the registered person not maintained a relationship

outside of the broker-customer relationship; or the lending arrangement is based on a business

relationship outside of the broker-customer relationship.

55. FINRA Rule 3240(b)(1) requires in pertinent part, that the registered person

notify his FINRA-regulated employer of the borrowing or lending arrangements described in

Rule 3240(a)(2)(C), (D), and (E), prior to entering into such arrangements and the member pre-

approve in writing such arrangements.

56. MRB is not a member of Respondent's immediate family; was not a financial

institution engaged in the business or providing credit, financing or loan; and was not registered

with Respondent's FINRA-regulated  employer.

57. The lending arrangement was not based on a personal relationship with the

customer, such that the loan would not have been solicited, offered, or given had the customer

and Respondent not maintained a relationship outside the broker-customer relationship. The

lending arrangement was not based on any business relationship outside of the broker-customer

relationship.

58. HBI had written policies prohibiting its GSRs and all associated persons from

borrowing money or securities from, or lending money or securities to a customer, without first

obtaining written approval from the firm.
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59. On April 21,2011, Respondent borrowed $36,000 from MRB, a customer of HBI,

without obtaining written approval from the Firm. Respondent did not notify his FINRA-

regulated employer of the loan and did not obtain approval from the Firm for the loan.

60. Based on the foregoing, Respondent violated FINRA Rules 3240 and 2010 by

borrowing funds from an elderly customer of his FINRA member firm employer without first

requesting approval from or receiving the approval of HBI.

FOURTH CAUSE OF ACTION
Failure to Comply with Requests for Information

(FINRA Rules 8210 and 2010)

61. The Department realleges and incorporates by reference paragraphs 1 through 60,

above.

62. FINRA Rule 8210 provides that FINRA staff has the right to require a person

subject to FINRA's jurisdiction to provide information with respect to any matter involved in a

FINRA investigation, complaint, examination, or proceeding.

63. FINRA Rule 8210 required Respondent to respond to requests for documents and

information and required Respondent to provide testimony. Respondent failed to provide the

requested information and testimony in connection with a FINRA investigation.

64. By failing to provide information and testimony, Respondent 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(s) committed the

violations charged and alleged herein;
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B. order that one or more of the sanctions provided under FINRA Rule 8310(a),

including monetary sanctions, be imposed;

C. order that Respondent(s) 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: 97
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Clarence E. Sanders, Jr., Senior ?ounsel I
Michael S. Choi, Director
Richard R. Best, Chief Counsel
FINRA Department of Enforcement

L
One World Financial Center
200 Liberty Street, 11 th Floor
New York, New York 10281

T(646) 315-7399 F(202) 689-3465
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