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TO Department ot l.niorcenient
hnancml industry Regulatory Authc,nty t-?INRA '?

RL Brian Kci,neth Ldw ??rds .Respondent
ln?estment Compa,iy uiid Vanabie Contra?i'. Produei?, Representati\'?:
?'RD No 6011762

t'ursuant to I ?NR,\ Rule 921(i ol HNRA'? Code Dl Procedure. ? ?ubmi? this Letter of
Acceptance, Wai?era??d Consent ? '\W(.") for thu purpo? ?if proposingaserlleniciit ?,fti,e
allowed ruic , i?ilation? described belo??. rh?? .Ati C ?. ?ubmiued on the cotidition that, i?
aeeepred. FIN RA ? il l i,?t bri,?g any lu t,ire Jc? ion?. :i??ai n?t n?e a! k ?''t? \'io tat ions based on the

same factual findings described herein

1.

ACCEPI'ANCE AND CONSENT

. i 
? hereby ?iccept and ccinsei?. ? ith?)??t ??dmittin?t cir denying the findings. ,ind solely
t?r ?hc purposes of this pr,?ceed?ng and an> other proceeding brough? by or on
bchal?o! ?INRA.or to which FiARA isa party. prior to a hcari,ig and \ri?hout an
adjuili ?ation ofany i,s.sue ?i t lai\ orlkt, toi he ci?try of the fol iow i,ig ti,?dings by
Fl k RA:

BACKGROUND

Brian Kenneth Edwards (?Edwards -) was hired by State F:?rm insurance in

November 2010 as an u,iregislered Agency Field Specialist.

On l)e?ember 22,20 I L !.ci??ards becmnc a?sociated with State Fami \'P
Management Corp. (' rt?c Fi?m' ? a F?NRA-regulated broker-dealer aiid amliak o?

Statc 1?arrn i,?surance. when it filed a Fonn NRI? (iion-registered fingerprint
indi\i?iuall on hi,? behall.

In January 16.2012. ?.dwards became rcsi:,?ered with the 1:in?i. lie received his
Series 6 :in?i 63 licenses on Jai?u?ry 16.20 12 :,nd J?nuary 23. 201 2. rc:peei i vety.

in Au?ust 2012, Edwards bcc:lnie an indepe,idcnt sales agent of the 1-inni and

St:,te ?ann lnsunince. At or about such time. Edwards s?aned his own i?isurance

agency.



()n A?igust ?. 20 13. ?he Fimi fi?cd a Forin U5 disclosing ?h:?? I?d???rds

rcla? ionshi p wilh Sm?e farm l n?urancc temli?iated ??n J ?,ly 31.2(113. Edwards
?INRA regi?iation ?enninated on August I 6. 2()13.

From mid-August 2013 through present. Edwards has workcd in a non-registered
eapi,?ity :is an i,idcpcndcnt sales atjcnt t'or mwthcr insur;uice coinp;iny. He iw not
currently ?is?,oc??ted with a FlNRA-regulated broker-dealer.

Pursua,um Article V. Section 4(a) ol FINKA s By-l?aws. FlNRA t?as jurisdiction
over Edwanls.

RELEVANT DISCW 1.INARY HIS I OR?'

Edwards has iw prior fr?n?ial disciplinary history in tlie securities i?dustr??.

OVERV?E\%'

Duritig N?ireniber 20!2 ttiro?igh April 201? (ihc -R?le?ant 1'eriod"). Ed??ards
permi?ted his insurance agei?y t?i e,iier inti, :1 customer rel'erral relationship with
an individual who was unlicensed to scll insurance. The re?ati?mship, which
Vi,?laicd M?chigan law and the policics ofhis i?embcr limi mid its insurance
amli:ite. creaicd circunis?ances which allowed the unliccnsed individual ?o

misapprop?iatc m?r S6,900 in funds l?oi? the insurance alliliak s customers that

were i??knded ?o pay insurance premiums. As a result. Edwards violated i-INRA
Rule 2010

FAI'.I SAND \ 1()1.ATIVE CONI)1- Cl
? IN RA Rule 20 t 0 requires meriibers ai?d associ:ited persons Io obscn e Iii gh
standard,? o ? ?ronimercial honor mid Jus? and equitable principle? of trade. and
en??inpasses uiiethical business-related conduct evei? if that activity does no?

involve a ?runty.

Mxhigin la\? prohibits both the sale. 01,?i?ati,in or negotiation ot insurance by
an unliccn,ed individual.,ind licen?ed m?,urance agents troi?i "?ppi,int?ingl.
einploy[ in?] ?r i?? ai?y ?nan ncr rece i\{ it?gl the benefit ?if bUSine?s done or wr\icu:,
reiidercd in ithcl watc by a person acting a. a ?olki?i?r un?c?,s Ih?l? Iicr?.i,11 ,> ??)

author,?ed to aet by a wntien coi?traet wiih the agent. he is I,ccnsed as a s?gu(,r 
.

. . . :ind ihe :,g:nt h:is ?0tified ihe lMich?gjn Insurance] [Cj?n?mi>?s?on:r  iii
?,ri?i,?g ??lihc :?pp?,imment."

Dui,ng ihe Rele?ani 1'eriod State hni? Insurance s policies prohibiled its:igen?s
from soliciting or ?elling i??urance througi? parties that were either u?ilicensed by
uk ??ale ?r not .ippi ?i? ed by State Fann l nsuranee to eilgagc in such aeti \,il ics.
1'??e hnn s policie? required that its as?wiated ?ndi? iduals coniply with State



Farni Ii,sura?icc? policies aiid all appliealilc ????. n,Ies and rcg??1?iliun?, including
ti,e M khigan Insurance Code.

Also during such i,eriod. in violati?,i of Michigan la\4 and Siak i?arm li?s??rance'>

policies. Edwards insurancc agene} ( 'i-dwards Agency '? cniere?1 into an

intimiial c?is?c,n?er rekrral relat?unship ?? ith ?m ind,\ idual. JM. whci was
?mlicen?ed ?o ??ell insura,ice. kdw?rds h:id knowledge of ?his rel:,ti,?nship

throughout ?lk tin?e thai it existed.

In ei,nncct??,n with this relationship. i.dward.s Age?icy pro\ided St:ite Fann
Incur?mcc !orn,s ?i JM. whieli JM used ti, SolleiI meinbers of the piiblie to
purci?asc ?utoti,obilc msur:ince from State F:Irni Insur,tnce thro?lgh Edwards
Agei?c>'. A ttcr ?btaini iig :.?te quotgs froi?i 1:dw??id s A?enc y, J M c?il!ect?:d

pre,iiiums in cash fro?11 tl?ose individuals \?ho agreed to pur,rliase insurance a,?,1

Ibn?'arded ?hc premiums 1? tdwards' Agei?ey ? ia his perso,ial credit card.

In ?i,tal. jM u?.e?l his personal credit card ?0 i:nproperly make 68 insurance
premiuni paymenis totaling :ippr??\?mately $ l i).??()?) for 54 customer hD??:eh?ilds to
S?ale Farm through Edwards Agency.

JM did n?i? rcmit iii tdwards Agency :li ?if tl?c insurance premiums lhai he
eolleeted ir?,?,1 the eusio,ners. Instead. he Jnisapi)ropriatcd a ?otal o? ?rer S6.900
of such premiums froin 43 customer households. The mi:conduc? did not inr Dl?e

any securities or ?irm customers.

In March 2013. 1:dwards learned that J? niay harc misappropriated his

cust?rncrs m?ir:ince prerniurns. Hou e? er. E?wards did not rcpc)r? thc matter t?i

State Farm I,1:,i,ranee. a,id did not terininare his :igci,cy:s relationship wiih JM
until A#12013.

Edwards pcrniitied his insurance agency to enter into a cu.??olncr ret?rral
rclatio,iship with JM. who was unliee?sed to sell i,isurancc. JM referred
custiiniers w Ed??ard's Agency and made premium p:iyments ?o St:itc Farm
Insurance ?111 ?hc custi,incrs' behalf.

By al!?,?\?ng Iits a?cl?ey t,i ei??cr inw?his rciali,insi?ip ???JM. I?dw?ds r?olated
A?ichit?an la\? and St:ite ? ariii tnsurancis policies. and ?hu. the Firrn ? po)kie..
and created circui??. mnces whereby JM ?nisapproprimcd funds of S?ate Farnl
insi,rancc?s cu????rncrs that wcrc inknded as payinc??ts I?>r insurance prcn?iums.

Addition,itly. Jespi?e discovering JM's n?isconduct in March 2013, Edwards
failed to rep?ir? ?he misconduct to State Fam? lnsur:incc. m?d did nor tcm?inatc hiF

agency's relationship with JM until April 2013.
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As a result of EdKards permitting his :igcnc) to enter into an improper referral
reia?io,iship witli JM, in ?icilation of Michigan law and ihe pc,licies iifthe ?irni
and State Farn? h,s?irance. Ed?ards ?io?:itcd FINRA Rule 2010.

H 1 also consent t?? Ihe inipo?il iD,i of tlie lr?liDwmg sai?cti?n.:

4 14.??wnth suspension fro?n ?:sociai?ntt \?ith ?1 ??INRA ine?nber in any c:tp?city
mid a S5.000 fine.

The fi,?e sh?it be duc and payabie either ?,ninedmtely upon reass?eiation with a
??iei??ber li n?i fi,Ilowi??g ihe 14-month Fuspe?ision i?o?cd above. ?r prior io any
:ippli?atkin or rcqi,est l?,r relict tro,i? any statutory disqualification re?ulting from
this ?r any other eve,it or pr?,eeeding. \? hiche?'er K earlier.

1 specifically :?nd voluntarily \v?ivc any right to cl:lim that I am unable to pay.
now ?r at :iny time ),ereatter. the inonetary sane?ion(s) imposed in this n?atrcr.

1 understand thaI if lam barred or suspended from :is?,re- Eating with any FlNRA
i,iember. 1 hcc?ime ?ubjeet ?(i ;a sla?u?or> disqualifica, ion ;is ?h? tenn is defined iii
Article Ill. Section 4 ufFINRA s By-La\?s. incorporating Section 3?a?(39) of the
Sccuritie. Exch:ing? Acl uf 1934. Accordingly. 1 ni?,-y n?? lie as:,ocia?ed ?ith :???>?

FINRA iiicinber iii any capacity. m?uding elcncal cir minisierial functions, diiring
?he period ?if tlie bir or suspension ( a? il N It.A Ru les X3 1 0 ind 83 1 1 ).

The sanctions imposed herein shall be e?Ii:Ctivc ma date w by ?NRA stall:

1 l.

H ??ER OF PROCEDURAI. R?G?TS

I specitically and \'olun?arily \?'aive ihe following right:, gmnted ui?der FINRA's Code of
Pr,xedure:

A. To ha\ca C ori?p!ai,i? i s?ued speeit\'ing the ai tegati(ms ai?uin?t nic.

B. To t,c nc,ttfied ol ?he Coniplaim and ha?e the oppor?uni?y to misw?r the
a!Iegatinns i,? writing:

('. To defei?d against the allegatiD,?s in a disciplinary hearing bcft,re a hearing panel,
r?, huvc ?? ?.rit?vn rec??rd .if the hearing madc and ? Iiare a written dc?;sion issued'.
:a?id

D. To appeal any such decision ID the N:i?i?,i?a? Ad?udicai?ry Cou,icil ( 'NAC ? and

then t? ?he U.S. Sci:uritie: ai?d i:xch.ange (-o?,?n?,?s,Dn  mid a U.S. Court of
Appeals.

t



Further. I specifically and \'o?u,it:irily waivc a,iy rigl?? t?i ,-I;ii,i? bias ur preji,dgi,?e?l oi the Chief
Leg:il ?fficer. the NAC. or any niernbcrofthe NAC. it? c?innecti?,? w?h such p???On'? Dr body :,

panicipation in discussion:, rcgardii?g the tertns and conditi??ns ?t this AWC. or ??hcr

consideration ofthis AWC. including :,eceptance or rejecticin ot this AWC.

I further specifically a?id \ i,luniarily waive a?iy right to c-liiri, tlmt a pcrs?,i violated ihe ex parte
pri,hil,i? ions of FIN RA R?ilc 9 1 43 ,,r ?he ?eparai ion o!' fuiic?ion? prohibi Ii,iii:, ol' 17 N RA Ru le

9144. iii coi,nce'tion with s?ich pcr?,Nl's or b?,dy s participation iii discussions reg:ir?li ng ?he knns
and conditions of this AWC. oi other c?i,?sidcratio,? o?this AWC. includi??g iis ?icceplance or
rejection.

Ill.

01'ltER ?1A'i' I ERS

1 understand that:

:i. Suliniission 4,1 this AWC i? voluntary mid will no? re:solve this matter unless:ind
until i? has been re?iewed and accepted by the NA(: :? Review Subcommittce of
?lk NAC. or ?he Office of [)isciptinary Affairs ( ODA'- ). pursuant to FINRA Rule
9216:

B. lft his AWC is not accepted. its subinissio,i will nor be used as e?idenec to pro\'e
any ol the allegations against mc: and

C lfaccepted:

I. this AWC will bec?ime pan ofmy permanent di?cipl,nary record and ma>
be coi?sidered in any future actions broughi by FINRA or any otl,er
regulator against mc:

2. ?hi? AWC will be iiiide a\'ailable ?hrough ?iNR,\'s public disclosure
pri?gram in accordance w it?i FINRA Rule X313.

3. ??NR.4 m?y i??:lke a public:in??,u,iecmen? concurring this agrcenien? ai?d

the subiect n?atier thereof in accordance with 1:INRA Rule ?313: and

4. 1 may ??oi ??ke any aci ioii or make or pcnnit ?o be maile any p?iblic

st?tei?en?. including in regul:lt?iry filings or otherwise. denying. directly ?r
indirectly. any finding in this A\\'C cir create thc impression that thc A\VC
is \? ithout I?,ct?Ial basis. I n?ay not take any position in any proceeding
br?,u611? by or on bchal?'of FINRA. or to which FINRA,$ a part>. that i?

ii?onsis?cnt wit!i any part of this AWC: Nothing iIi thl?, pro?i?ion afli:ci?

my: ?i) te. tinwnial obligatio,is: or (ii? right ?o take legal ?ir tkt?,ai
pc,sitions in litigation or other legal proceedings in \?hkh 1:INRA i? not a

F
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part) ,

D. I ina>. il?,aih a Corrccti?e .AU?On Slate,i?em to ?hi, AWC that is it s?atc,iicnl of
?icnions?rablc corret.ti?? ?lcp? mkcn tc? pr??cnt tuiure miscc,iiduct. 1 uiider?tand
tl?:it t no> nol deny the cli.irgcf or make at?> ?l Jtcn?etil ?hat is mtoi?v??ent ?? itli
lhe ?WL iii thi:, Sta?cnient ?l?1? Statement doe. n?,t consi?tutc factual or lcea?
fi??ding. b? I INRA, i?or Joei it reflect the ?iews o? 1 INRA or i?? staff

? cert:?? ?li?t l ha?e read :ind ui,dcr?tand all ?it thc pr?ivi:.i?in, i,? thi, AWC and !?:i?e hce,i t??en.i
:ull opportunity Ici ask que,?tions about it. that I ha?e agreed t,i its pro\ isiuns ???luntaril\. and that
no o!T<r. thrcat. induce?nei?t. or pro?nisc Dt an? kind. ?ither tllan the tcrrn? set forth herein and tl?e
prospe?? ?,f :????iding lhc ??*u?,nce of i Co,i?pla,n??een m,idelo ind??e mc tosubmit .1.
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D..1/. Director..r<ID:y??Ealcd  authorit>
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