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COMPLAINT

The Department of Enforcement alleges:
SUMMARY

1. Stuart Siegel was employed as a registered representative at Morgan Stanley Smith

Barney, LLC (“MSSB” or “the Firm”) from June 1994 through December 2012.

2. While at MSSB, Siegel serviced the brokerage account of customer ES. After ES
passed away in 2004, her estate established a charitable foundation in the name of ES

(the “Foundation”) and appointed Siegel as its President.

3. During the time period from approximately February 2011 through September 2012,
Siegel used Foundation funds to pay for personal expenses on at least nine separate
occasions, including paying his children’s school tuition, making personal insurance

premium payments, and repaying personal loans.



4. Between February 2011 and September 2012, Siegel converted more than $76,000 of
Foundation funds for his personal use. Accordingly, Siegel failed to observe high
standards of commercial honor and just and equitable principles of trade, in violation

of FINRA Rule 2010.
RESPONDENT AND JURISDICTION

5. Siegel has worked at various member firms dating back to September 1975. He
obtained his Series 7, 8, 31, 63 and 65 licenses. Siegel was employed at MSSB from
June 17, 1994 through December 3, 2012. During approximately his last 15 years at
MSSB, Siegel worked as the resident branch manager in MSSB’s Venice, Florida
branch office. Siegel was terminated by MSSB in December 2012 for “concerns
regarding [Siegel’s] dealings with a private foundation,” as referenced on Siegel’s
Form US filed on December 17, 2012. Siegel is currently registered with another

FINRA registered firm.
FACTS

6. Siegel met ES in 1982 and first began servicing a brokerage account for ES in
approximately 1983. Over the course of several years, ES closed various accounts
she held at other firms and transferred the assets to the account Siegel serviced for

her.

7. When ES passed away in 2004, her estate established the Foundation under Internal
Revenue Code Section 501(c)(3) as a tax-exempt charitable organization whose

mission was to promote Jewish charitable, advocacy, and educational causes.



10.

11.

12.

13.

The Foundation appointed Siegel as its President and opened a brokerage account at

MSSB to help fund its activities.

Siegel obtained permission from MSSB to serve as President of the Foundation, but
MSSB’s policies prohibited Siegel from receiving any compensation as an officer of
the Foundation and from serving as the registered representative for the Foundation’s
brokerage account. Thus, Siegel ceased being the broker of record at MSSB for the

Foundation.

In addition to MSSB policies prohibiting Siegel from receiving compensation from
the Foundation, the Foundation’s Articles of Incorporation limited the use of funds,
specifically stating that “no parts of the assets or net earnings...shall be distributed to

or inure to the benefit of its members, directors, [or] officers.”

Siegel’s role as President of the Foundation included general oversight of the
Foundation, as well as the review of grants and charitable donations. Siegel was also

responsible for placing trades in the Foundation’s brokerage account.

As President of the Foundation, Siegel had access to the Foundation’s checking
account, could withdraw funds from that account, and had authority to use its debit

card, which bore his name.

From February 2011 through September 2012, Siegel used the Foundation’s funds for
his personal benefit on at least nine separate occasions, totaling more than $76,000.
The individual instances in which he used Foundation funds for personal purposes are

described in paragraphs 14 through 23.




14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

On February 3, 2011 Siegel used Foundation funds to make a $17,500 payment to

Citibank to repay Siegel’s personal loan.

On June 1, 2011 Siegel used Foundation funds to make a $7,586.93 payment to

Tuition Management Systems to pay for Siegel’s children’s school tuition.

On September 6, 2011 Siegel used Foundation funds to make an additional $7,586.93

payment to Tuition Management Systems to pay for his children’s school tuition.

On December 20, 2011 Siegel used Foundation funds to make a $552 payment to

MetLife Benefits to pay Siegel’s personal life insurance policy premium.

On April 16, 2012 Siegel used Foundation funds to make a $12,000 payment to

Citibank to repay a personal loan.

On May 29, 2012 Siegel used Foundation funds to make a $7,900 payment to Tuition

Management Systems to pay for his children’s school tuition.

On June 25, 2012 Siegel used Foundation funds to make another $552 payment to

MetLife Benefits to pay his personal life insurance policy premium.

On August 31, 2012 Siegel used Foundation funds to make another $7,900 payment

to Tuition Management Systems to pay for his children’s school tuition.

On September 11, 2012 Siegel used Foundation funds to make a $15,000 payment to

Citibank to repay a personal loan.

Siegel did not inform fellow Foundation officers or board members that he used
Foundation funds for personal expenses, nor did he seek their permission prior to

doing so.



24. In late 2012, MSSB discovered that Siegel had used Foundation funds to pay his
personal expenses. Only then, after MSSB had discovered these payments, did Siegel

reimburse the Foundation for these expenditures.

FIRST CAUSE OF ACTION
(Conversion of Funds—FINRA Rule 2010)

25. The Department realleges and incorporates by reference paragraphs 1 through 24

above.

26. By virtue of the foregoing, Siegel wrongfully converted more than $76,000 of
Foundation funds for his personal use. By doing so he failed to observe high
standards of commercial honor and just and equitable principles of trade, in violation

of FINRA Rule 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;

C. order that Respondent bear such costs of proceeding as are deemed fair and

appropriate under the circumstances in accordance with FINRA Rule 8330.
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