FINANCIAL AINDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
A, 2013037999901

TO  Dxepartment of Enforcement
Financial Industry Regulatory Ambhority {(“FINRA™)

RE:  Brian Kenneth Edwards, Respondent
lnvestment Company und Vanable Contracts Produvis Representatn ¢

CRD No. 6011762

Pursuant to FINRA Rule 9216 of FINRA s Code of Procedure, 1 submir this Letter of
Acceptance, Waiver and Consent (" AWC™) for the purpose of proposing a serbement of the
alleged mule violations desenbed below. This AWC & submitied on the condition that, if
secepted, FINRA will not bring any future actions agamst me alleging violations based on the
same tactoal findings desenibed heremn

L
ACCEPTANCE AND CONSENT

A 1 herehy aceept and consent. without admitting or denying the ndings. and selefy
for the purposes of this procceding and amy other proceeding brought by or on
behalt of FINRA., or ta which FINRA 1s a party. prior to a hearing and without an
adjudication of any issuc of law or fact, to the entry of the following findings by
FINRA:

BACKGROUND

Brian Kenreth Edwards ("Edwards™) was bired by Siate Farm [nsuranee n
November 2010 as an unregisiered Agency Ficld Specialist.

On Decernber 22, 2011, Edwards became associated with State Farm VP
Management Comp, (“the Firm™), a FINRA-regulated broker-dealer and affiliate of
State Farm Insurance, when it filed o Form NRF (non-registered tingerprint
individualy on his behall,

In January 16, 2012, Edwards became registered with the Finm, He received his
Series 6 and 63 licenses on January 16, 2012 and January 23, 2012, respectively,

In August 2012, Edwards became an independent sales agent of the Fum and
State Farmm Insurance. At or about such fime. Edwards staned his own insurance
agency.




On August 82013, the Finm biled a Form U3 disclesing that Edwards®
relavionship with Siate Farm Insurance terminated vn July 31, 2013, Edwards’
FINRA registration tertninated on August 16, 2013,

From mid-Angust 2013 through present, Edwards has worked in o non-registered
capicity as an independent sales agent for another insurance company. He is not

currently assoctaied with a FINRAregulated broker-deater.

Pursuant v Article V, Section 4(a) of FINRA's By-Laws, FINRA has jurisdiction
over Edwards.

RELEVANT DISCIPLINARY HISTORY

Edwards has no prior formal disciphnary history in the securities industry.

During November 2012 throuwgh Aprii 2013 (ithe “Relevant Period”). Edwards
permitied his insurance ageney to enier into a customer referral relationship with
an imdividual who was unlicensed to sell insurance. The relationship, which
violated Michigan law and the policics of his member firm and its insurance
affibute, creied circumstances which allowed the unlicensed individual 1o
misappropriate over $6,900 in funds fram the insurance affiliate’s customers that
were intended 10 pay insurance premiums. As a result, Edwards violated FINRA
Rule 20110

FACTS AND VIOLATIVE COMDLCT

EINRA Rule 2014 requires members and associated persons 1o obsen ¢ high

standards ot commeraial honor and just and equitable principles of trade. and
encompasses uncthical busimess-related conduct evenaf that activity does not
involve a seeurty.

Michigan law prohibus both the sale, sobenation or negotiation of insurance by
an unheensed individual. and licensed msurance agents {from “appoint]ing).
employ{ing] or 1 any manner recen{ing ] the benefit of business done or services
rondered in {the] state by o person acting as a sobestor unicss that person 13 »o
authorized to act by a wnilen contract with the agent, he is licensed as a solicntor .

. ond the agent has notified the [Michigan Insurance] {Clommissioner in
writing vl the appoiniment.”

Dunng the Retevant Penod State Farm Insuranee’s policics prohibiled its agemis
from soliciing or selling insurance through parties that were cither unlicensed by
the state or pot approved by State Farm Insurance to engage in such activities.
The Finn’s polictes required that nts associated individuals comply with State



Farm Insurance’s policvies and all applicable laws, roles and regulations, including
the Michigan lnsurance Code.

Also during such period. in violation of Michigan law and State Farm lnsurance’s
policies. Edward s insurance agency (“Ldwards™ Ageney™ entered into an
informal customer referral relatienship with an individual, JM. who was
unlicensed to sell insurance. kdwards had knowledge of this relationship
throughout the tinge that it existed.

In conacetion with this relationship, Edwards® Agency provided State Farm
Insurwnee forms w JM, which JM used to solicit members of the public o
purctiase automobite insuranece from State Farm Insurunce through Edwards’
Ageney. After obtaining rate quotes from Edward’s Agency, M colleced
preminms in cash from those individuals who agreed to purchase insurance and
torwarded the premiums to Ldwards™ Agency via his persenal credit card.

[n toral, IM used his personal eredit card 1o improperly make 68 insunanee

prentum payments otaling apprexamately $10,000 for 54 customer houscholds to
State Farm through Bdwards” Agency.

M did not remat o Edwards” Agency all of the insurance premiums that he
vollected {rom the custoners.  Enstead. he misappropriated 2 wtal of over $6.900
of such premiums from 43 customer houscholds.  The misconduet did not involve
any securitics or Firm customers.

In March 2003, T:dwards learned that JM may have missppropriated his
custamers’ insurance premiums, How ever. Edwards did not report the matter to
State Farm Insurance. and did not terminate his agency's relationship with JM
until April 2013,

Edwards permitied his insurance ageney to enter mio a cusiomer referral
relationship with JM. who was unficensed to sell insurance, 1M referred
customers 10 Edward’s Ageney and made premium payments o State Farm
Insuranee on the customers” behalf

By allowing liis ageney to enter spto this relationship with IM, Edwaords violated
Michigan law and Stte Farm bnsurance’s policics. and thus the Firm's policies,
and created circumstances whereby JM misappropriated funds of State Farm
Insurance’s customers that were intended as payments lor insurance promiums.

Addinenally. despie discovering JM's misconduct in March 2013, Edwards
failed to repon the misconduct to State Farm Insurance, and did not terminate his
agency’s relationship with JM until April 2013,

-



B.

As aresult of Edwards permitting his agency to enter into an improper retemal
relationship with JM, in violation of Michigan law and the policies of the Firm
and Stare Famm Insurance, Edwards violated FINRA Rule 2010,

L also consent w the imposiiion of the tollow ing sanctions:

A I4-month suspension from associating with a FINRA member in anv cupacity
and a $3.000 ting.

The fine shall be duc and payable cither tmmediately upon reassociation with a
member A following the 14-month suspension noted above, or prior 10 any
application or request Tor relict from any statnory disqualification resulting from
this or any other event or proceeding, whichever s earhier,

1 specitically and voluntarily waive any right to claim that | am unabic 10 pay.
now or al any tme hereafter, the monetary sanction(s) imposed in this matrer.

I understand that if | am barred or suspended from associating with any FINRA
member, | become subject 1o a statutony disqualification as that erm is defined in
Artiche [T Section 4 of FINRA " By-Laws, incomorating Scction 3a)39) of the
Sceuritivs Fxchange Actof 1934, Accordingly. 1 may not be associated with any
FINRA member in any capacity, meludimg ¢lencal or minisierial functions, during
the perind of the bar or suspension {sce FINRA Rules 8310 and 8311).

The sanctions irmposed herein shall be effective on a date set by FINRA stafY.
L.

WAIER OF PROCEDURAL RIGHTS

I specitically and volumanly wave the following nights granted vnder FINRA'S Code of

Procedure:

AL

B,

To have a Complaint issucd speeifving the allepations aguinst me;

To be patificd of the Complaint and have the oppartunity to answer the
allegations i writing:

To defend against the allegations in a disciplinary heaning before a hearing panel.
10 have u writen record ol the hearning made and to have a written decision 1ssued:
and

To appeal any such decision w the Nattonal Adjudicatory Council ("NAC™) and

then 1o the ULS. Sceurtties and Exchange Comnussion and a U.S. Court of
Appeals




Further, 1 specifically and voluntarily waive any right to claim bias or prejudgment ol the Chie!
Legal Officer, the NAC, or any member ot the NAC. in connection with such person’s or body's
participation in discussions regarding the terms and conditions of this AWC. or wiher
cansideration of this AWC, including acceptance or rejection of this AW,

1 further specifically and voluntarily waive any rigit to claim that & person vielated the ex parte
prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA Rule
9144, in connection with such person’s or body's panicipation in discussions regarding the tenns
and conditions of this AWC, or other consideration ol this AWC, including s acceptance or
rejection,

11l
OTHER MATTERS
1 understand that:

AL Submission uf this AWC iy voluntary and will not reseldve this mater unless and
unti! 11 has been reviewed and accepted by the NAC, 2 Review Subcommittee of
the NAC, or the Office of Disciphinary Affairs (“ODA™), pursuant to FINRA Rule
92l

B. Hthis AW s not accepted, 1ts submission will net be used as evidenee to prove
any of the allegations against me: and

C. If accepted:

1. this AWC wili become part of my permanent disciplinary record and may

be considered in any future actions brought by FINRA or any other
regulator against me:

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

3. FINRA may make a public iannouncement concerning this agreement and
the subject maner thereot in accordance with FINRA Rule 8313: and

4, 1 mayv n take any action or make or permii W be made any pubhc

statement. including in regulatory filings or otherwise, denying, directly or
indirectly, any tinding in this AWC or creale the impression that the AWC
1 without factual basis. | may not take any position in any proceeding
brought by or on behall of FINRA, or wo which FINRA 15 a panty. that is
mconsistent with any part of this AWC, Nothing in this provision affects
my: {1} iestumonial obligations: or (1) right 1o take fegal or factual
pasitions in litigation or other lega) proceedings in which FINRA 15 not a



parly.

{5 Imay aach a Correctis e Acuon Staterment to this AWC that is a statement of
demonsimable corrective sleps taken to prevent future misconduct. | understand
it [ may not deny the charges ar make any statement that is imconsistent with
the AWC 1 this Staiement  This Statemen! docs not constitute factual of leeal
findings by FINRA, nor dous it reflect the views of FINRA or i stalT

Teart:fy that | has e read and understand all of the provisions of this AWC and have heen given a
full oppertunily to ask questions about w: that [ have agreed to its provisions veluntanly: and that
1o offcr, threat, inducement, or promise of an kind. other than the terms set Torth herem and the
prospeet of avarding the issuance of o ('or'n\plalm.-ha.s)bccn e 10 induce me to submit e,

Date’ 05 372015 Respondemt

Reviewed by:

Ank Venuto, bsq
Counsel for Respondem
Venutr & Assocrates, PLHC
134 Townsend

L ansing, N 48953

Tel: (5171 290-6002
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Accepted by FINRA:

~fz & d
S [RE[/5 Signed on behall of the
I Flet

Director of QDA Hardylegated authoriny

/
Richard Chmn
Chiel Counsel
e World Tinancal Coner
200 Iiberty Streat. 1177 Floor
New York, NY 0281
Phone 1b36) 315-7322
Faxn:  1202) 6893445
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