
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2013036632201

TO: Department of Enforcemcnt
Financial industry Regulatory Authority ( 'FINRA ')

RE: Daryl R. Lemon, Rcspondent
General Securities Representative
CRD No. 2473133

Pursuant ?o 1:INRA Rule 92 1 6 of FINRA's Codc of Procedurc, I, Daryl R. Lemon, submit this
I,etter ofAcceptancc, Waiver and Consent (' AWC") for the piirpose ofproposing a settlement of
the alleged rule violations described belo\?. 'I'his AWC is submitted on the condition that, if
accépted, ?INRA will not brii?g any future actions against mc allegi,ig violations based on thc
same factual findings described herein.

I.

ACCEPTANCE AND CONSENT

A. l hereby accept and consent, without adinitting or denying the findi,igs, and solely
for the purposes ofthis proceeding and any other proceedi,ig brought by or on
behalfof FINRA, or to which FINRA is a party, prior to a hearing and without an
adjudication of miy issue of law or fact, to thc entry o?the !bllowing findings by
F??IRA:

BACKGROUND

Lemon was associated with Sagepo?t Financial, Inc. ("SFI" or "the Firm' ) from
October 31,2005 through June 21,2013 as a General Securities Representative.
He is not currently associated with a FINRA member.

RELEVANT DISCIPLINARY HlSTORY

In New York Stock Exchange Hearing Panel Decision 00-192, issued on
November 7,2000, Lemon consented to a ccnsure and a bar for a period onhree
months from membership, allied membership, approved person status and from
employment or association in any capacity with any Ne? York Stock Exchange
?ncmber or Iiieinber organi?ation. I'he Ilcaring Panel li?und that 1.cinon caused a

violation of Securitics 1?xchangc Act Rules 1 7a-3 and 1 7a-4 and 1€xclia,ige Rule
440 by caiising the books and records of his employer meinber firm to be

inaccurate by signing the name ola customer on a letter ofauthori?ation for the
t, a, isfer ofasscts between the customer 5 accounts.



OVERVIEW

Lemon violated NASD Conduct Rule 3040 and FINRA Rule 20 IO by executing
1,236 transactions in a customer's securities account ?naintained at another
broker-dealer without providing any notice to his Firm.

FACTS AND VIOLATIVE CONDUCT

NASD Rule 3040 prohibits an associated person from participating in any manner
in a private securities transaction without written prior notification to the member.
'Private securities transactions" are 'any transactions outside the regular course
or scope ofany associated person's employment with a member 

,.. ." NASD
Rule 3040 applies to both purchases and sales of securities. lt"serves not only to
protect investors, but also to permit securities firms, which may bc subject to
liability in connection with transactions in which their representatives become

involved, to supervise such transactions." Mark /?. Loi?e, Exchange Act Rel. No.
49248,2004 SEC LEXIS 318, at *9 (Feb. 13,2004).

SFI customer DML. born in June 1929, maintaincd a separate securities account
at a discount broker. In early 2009, l.emon, who had known DMI. and her late
husband ?'or many years, suggested to DML that he '*manage" her discount
brokerage account. 1)ML's husband had previously managed the account.
However. there was virtually no account activity after his death in March 2001.

From April 2009 through 2011, Lemon accessed DML's discount brokerage

account online on more than IOOO occasions. During that period, I,emon
executed 1,236 transactions (621 p?irchascs that collectively totaled
approximately $23.5 million and 615 sales that collectively totaled about $23.3

million), and periodically charged DML amounts that he characterized as

"Advisory Fees.'' I?emon engaged in this activity without providing prior written
n??tice. ?r any notice at all, to the Firm:

A? a result of the foregoing conduct, Lemon violated NASI) Conduct R?ile 3040
and FINRA Rule 2010.

B. I also consent to the imposition ?l the following sanctions:

A bar from associating in any capacity with aiiy FINRA member firm.

I understand that if? am barred or suspended froin associating with any FINRA
niember, 1 become subject to a statutory disqualification as that term is defined in

1 On 1 ebnm i? 2 1, 20 13. I)M 1. fi lcd a la\? suit :iga 
i i??,t 

1 e??,?, a ?kl h is 1- irni ? 
I Icgi ng ? ariou? clai ms inc Iud ing

Breacli ol Co,iiracl. Iiaud & I)cecil. Neglig?nt Mihrepir?i?ta?ion. I?reacli ?1 I iduciar) Dut> and I.lder Abuse i hat

mmter ?as ?e?kd in Scpteniber 2013.
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Article ll l, Section 4 of FINRA's By-I.aws, incorporating Section 3(a)(39) ofthe
Securities Exchange Act of 1934. Accordingly, I may not be associated with any
FINRA member in any capacity, including clerical or ministerial functions, during
the period of the bar or suspension (see FINRA Rules 8310 and 831 1).

rhe sanctions imposed herein shall be effective on a date set by FiNRA stafT.

Pursuant to FINRA Rule 8313(e), a bar or expulsion shall become cfTectivc upon
approval or acceptance ofthis AWC.

I?.

WAIVER OF PROCEDURAL R?G??TS

lspecificall> and voluntarily waive the following rights granted under FINRA s Codc of
Procedure:

A. I o have a Complaint issued specifying the allegations against me;

B. To be notified ofthe Complaint and have the opportunity to answer the
allegations in writing;

C. To defend against the allegations in a disciplinary hearing before a hearing panel.

to have a written record ofthe hearing made and to have a written decisioii issued;
and

D. To appeal any such decision to the National Adjudicatory Council ("NAC") and
then to the U.S. Securities and Exchatige Commission and a U.S. Court of
Appea Is.

Further, lspecificall?. and voluntarily waive any right to claim bias or prejudgment ofthe Chief
Legal Oflicer, the NAC, or any member of the NAC. in connection with s?ich person's or body's
participation iii discussions regarding the tcr,?s and conditions ofthis AWC, or other
consideration ol this AWC, i??cludingacceptance or rejection ofthis A WC.

1 further specifically and voluntarily waive any right to claim that a person violated tile eA partc
prohibitions ol'FINRA Rule 9 ?43 or the separation of functions prohibitions of FlNRA Rt,le
9144, in connection with such person s or body's participation in discussions regarding the terms
and condilionsofthis AWC. or othcrconsideration of this AWC, including its acceptance or
rejection.
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1//.

OTHER MATTERS

I understand that:

A. Submission oftl?is AWC is voluntary and will not resolve this matter unlcss and

until it has been reviewed and accepted by the NAC, a Review Subcommittee of
the NAC. or the Office of Disciplinary Affairs ("ODA"), pursuant to FINRA Ru?
9216;

B. If this AWC is not accepted, its submission will not be ?ised as evidence to prove
any ofthe allegatio,?s against me: and

C. If accepted:

I. this AWC will become part ofmy permanent disciplinary record and may
be considered in any future actions brought by FINRA or any other
regulator against mc:

2. this AWC will be madc available through FINRA's public disclosure

program in response to public inquiries about my disciplinary record;

3. FINRA may make a pi,bl ic annoi,ncement concerning this agreement and
the s?ibject matter thereof in accordance with FINRA Rule 8313; and

4. I may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indirectly, any finding in this AWC or create the iinpression that the AWC
is without factual basis. I may not take any position in any proceeding
brought by or on behalfof FINRA, or to which ?INRA is a party, that is

inconsistent with any part ofthis AWC. Nothing in this provision affects

iny: (i) testimonial obligations; or (i i) right to takc Icgal or factual
positions in litigation or other legal proceedi??gs in which FINRA is not a
paKy.

I certify that I have read and understand all ol'the provisions ol this AWC' and have bccn given a
full opportunity to ask questions about it; that 1 have agreed to its provisioiis voluntarily; and that
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no ofTer, threat, inducement, or promise ofany kind, other than the tenns set forth herein and the

prospect ofavoiding the i?9uance ofa Complaint, has bcen made to induce mc to submit it.
r7 l nNUJ ZSKYIY Lt 

Jmr1 K 

L.-Date (mm/dd/yyyy) / '[)aryi R. l.emon

Rev RvedbT A-?1 y

XEXM-
J?han Schwart? Esq. ?
Counsel for Respondent
4640 Admiralty Way, Fifth Floor
Marina del Rey, CA 90292
(3 I 0) 496-5770

Accepted by FINRA:

IZ,LZA Signed on behalfofthc
Date Director of ODA. by delegated authority

jervRaitf
?otl T. Korn feId

?nior Regional Counsel

FINRA Department ofl€nforcement
300 S. Grand Avenue, S??ite 1600
l.os Angeles, CA 90071
(213) 613-2643; Fax: (213) 617- 1570
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