FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO, 2013035953801

TO:  Department of Enforcement
Financlal Industry Regulatory Authority (“FINRA™)

RE: Stewart Malloy, Respondent
Qeneral Securitles Representative
CRD Nao, 1029931

Pursuant (o FINRA Rule 9216 of FINRA's Code of Procedure, [, Respondent Stewart Malfow
("Respondent” or “Malloy™), 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 tho condition that, if accepted, FINRA will not bring any future ections
against me alleging violatlons based on the same factual findings described herein,

A.

L
ACCEPTANCE AND CONSENT

{ hereby accept and consent, without admitting or denying the findings, and salely
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
adjudlcation of any issue of law or fact, ta the entry of the foitowing findings by

FINRA:

BACKGROUND

Malloy first beeamo registered with FINRA a3 & General Securities
Representative (“GSR") through a member firm in January 1982, Malloy was
registered through that firm until September 1996,

From September 1996 until April 2007, Malloy was registered through former
member firm Morgan Stanley DW Inc, (BD No. 7556). From April 2007 to June
2009, Malloy was registered through member firm Morgan Stanley & Co..LLC
(BD No, 8209). Sincc Junc 2009, Malloy has been registered through member
firm Morgan Stanley (BD No. 149777).

Malloy Is subject 10 FINRA Jurisdiction because he is registered through a
member firm,

D1 Y HI

Mafloy has no disciplinary history with the SEC, FINRA, any state regulator or




B.

any other self-regulatory organization,

QVERVIEW

During a period of more than a year, Malloy effected approximatety 59
discretionary transactions in the joint seourities account of two customers without

wrilien authorization.
; AND VIOLATI

NASD Conduct Rule 25 10(b) prohibits registored represeritatives from exercising
any discretionary power In a customer's account unless such customer has given
prior written authorization to the registered representative and the registered
representative’s member firm has provided prior written acceptance of the account

as discretionary.

During the period from July 2011 to August 2012, Malloy effected approximately
59 transactions in the joint account of two customers without having obfalned
prior written suthorization from the customers and written acceplance of the
account as discretionacy by Morgan Stanley.

In additlon, on an ennual Morgan Stanley compliance questionnaire dated
February 21, 2012, Malloy stated that he did not have any accounts in which
business was transacted on a discretionary basis, Malloy's statement was not
accurate,

By reason of the foregoing, Malloy violated NASD Conduct Rule 2510(b) and
FINRA Rule 2010,

| also consent to the Imposition of the followlng sanctions:

» & 30 business-day suspension from association with any FINRA member
firm in any capacity; and
+ a$5,000 fine,

1 agres 1o pay tho moneiary sanction upon notice that this AWC has been accepied
and that such payment Is due and payable. 1 have submitied an Election of
Payment form showing the method by which I propose to pay the fine imposed,

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

I understand that If 1 am barred or suspended from associating with any FINRA

member, | become subject to a statutory dlsqualification as that term is deflned in
Article I1l, Section 4 of FINRA's By-Laws, incorporating Section 3(2){(39) of the
Securities Exchange Act of 1934. Accordingly, [ may not be associated with any



FINRA member in any capacity, including clerlcal or minisierlal functions, during
the period of the bar or suspension (5eg FINRA Rules 8310 and 83171),

The sanclions imposed herein shall be effective on o date sel by FINRA stalf,
1L
WAIVER OF PROCEDURAL RIGHTS

| specifically ond voluntarily walve the following rights granted under FINRA's Code of
Procedure;

A.  To have a Complaint issued specifying the aflegutions against me;

B.  Tobe notified of the Complaint and have the opportunity to answer the
allegations in writing;

C. To defend against the allegations in a discplinary hearing before a hearing panel,
1o have & written record of the hearing made and to have a written decision issued;

and

D.  To sppeat eny such decision fo the National Adjudicatory Councll {(*NAC") and
then to the U,S, Sccutities and Exchange Commission and a U.S. Court of

Appeals.

Further, ] specifically and voluntarily walve any right (o claim bias or prejudgment of the Chlef
Legal Officer, the NAC, or any member of the NAC, in connectlon 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 accoptance or rejection of this AWC,

| further specifically and voluntarily waive any right 10 clalm that a person violated the ex parle
prohibitions of FINRA Rule 9143 or the scparation of functions prohibitions of FINRA Rule
9144, in conncetion wlith such person's or body’s participstion In discussions regarding the terms
and conditions of this AWC, or other consideration of this AWC, including its acoeptance or

rejection,

1L
OTHER MATTERS

I undersiand that:

A.  Submission of this AWC s 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 tho Office of Disciplinary Affairs (*ODA"), pursuant to FINRA Rule

9216;




B. ITthis AWC Is not sccepted, Its submission will not be used as evidence to prove
any of the allegalions against me; and

C. [f accopled:

1 this AWC will become part of'my permianent disciplinary record and may
be considered In any future sctions brought by FINRA or any-olher - -
regulator against me;

2 this AWC will be made available through FINRA's public disclosure
program in accordance with FINRA Ruje 8313;

3. FINRA may make a public ennouncement conceming this agreement and
the subject metter thereof in acoordance with FINRA Rulo 8313; and

4, 1 may not take any action or make or permit to be made any public
statement, including in rogulatory filings or otherwiso, denying, dircctly or
Indlrectly, any finding in this AWC or create the Impreasion that the AWC
is without factual basis, ! may not take any position [n any proceeding
brought by or on behal{ of FINRA, or to which FINRA s a party, that is
Inconsistent with any part of this AWC. Nothing in this provision affects
my: (i) testimonial obligations; or (if) right (o laks legaf or factua!
positions in litigation or other legal proceedings in which FINRA isnot a

pany,

D. 1 may attach a Corrcctive Action Statement to this AWC that is = statement of
demonstrabla corrective steps taken to prevent future misconduct. | understand
thai I may not deny the charges or make any statement that is inconsistent with
the AWC in this Statement. This Statement does not constitute faciua! or legal
findings by FINRA, nor does [t reflect the views of FINRA or its staff,

! certlfy that 1 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
no offer, threat, inducement, or promise of any kind, other than the terms set forth hereln and the
prospect of avoiding tho Issuance of a Complaint, has been made to induce me to submit it

0645 /2045~
Date (mm/ddfyyyy)

espondent Siewart Mall




Revicwed by:

Marc A. Susswein! Esq,
Counse] for Respondent

Liddle & Raobiason, L.L.P.

800 Third Avenue
8" Floor
Now York, NY 10022

Accepied by FINRA:

August 6, 2015
Dxe

Signed on behalf of the
Director of ODA, by delegated authorkty

E‘Aawﬁ—m Wb/

Frank M, Weber

Senior Reglonal Counsel

FINRA Department of Enforcament
One World Rinanclal Center

200 Liberty Street

New York, New York 10281

Phone: (212) 8§58-4324

Facsimile: (212) 858-4770






