
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEP'rANCE, WAIVER AND CONSENT

NO. 2013038224901

TO: Department ol' Enl'orcemenl
Financial liidustry Regulatory Autliority ("FINRA")

RE: James William Murphy, Respondeiit
CRD No. I 142044

Pursuant lo FINRA Rule 9216 of FlNRA's Code of Procedure, James William Murphy
c"Murphy" or "Respondent") submits 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 submilted on the condilion thal, if accepted, FINRA Will not bring any future actions
against Respondent alleging violations based on the same factual findings described herein.

L

ACCEPTANCE AND CONSENT

A. Respondent hereby accepts and consents, without admitting or denying the

findings, and solely 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 adjudication of any issue of law or fact, to the entry of the
following findings by FINRA:

BACKGROUND

Murphy entered the securities industry in 1983. He became registered as a
General Securities Representative in June 1983 with a predecessor firm to
Morgan Stanley Smith Barney: He remained registered with the Firm until May
30, 2013, when the Firm filed notice terminating his registration due to Murphy's
voluntary retirement. The Firm filed an amended Form U5 on June 6, 2013
disclosing an internal review of Murphy initiated after '?communications from the
Arizona Attorney General's Office involving a charitable foundation accounf
and noting that Murphy retired "before the Firm could complete the review."

Murphy is nol currently associated with any FINRA member. FINRA retains
jurisdiction over Murphy pursuant to Article V, Section 4 of FINRA's By-Laws.

RELEVANT DISCIPLINARY HISTORY

Murphy has no prior disciplinary history.

' Morgan Stanley Smith Barney or any predecessor firm will be referred to herein as "the Firm."



FAC'1'S AND VIOLA?VE CONDUC'r

Fi'oin ?,Iil?roxiin?,tcly 2005 tliroi,gh 2013, Mtirplly misused and converted funds of
a Firm brokerage customer 

-- a charitable foundation for which he served as a
trustee -- ?or his own personal use. This conversion was accomplished through
Murpliy's use ol' credil cards lo pay not only legitimate expenses of the charitable
loulidation, but also lo i?ay his own personal expelises that were not authorized by
Ilie lounclatioii, Muiphy, without autliorization, initiated electronic transfers from
and drafted checks on the I'oundatioii's Firm brokerage account to pay the credit
card accounts, which included the personal expenses charged to the cards. in this
manner, Murphy converted more than $100,000 from the charitable foundation.

FlNRA Rule 2150(a) and NASD Rule 2330(a)2 prohibit any person associated

wilh a FINRA member from making "improper use of a customer's securities or
funds." These rules are violated by using customer funds for any purpose nol
directed by the customer.

The State of Arizona charged Murphy in July 2013 with multiple related counts of
felony theft and engaging in a fraudulent scheme by converting trust property
each year between May 2005 and April 2013. Murphy pled guilty to a subset of
the charges on September 27,2013, and has paid approximately $115,000 in
court-ordered restitution to the charitable foundation.

By using the foundation's brokerage account funds without authorization to pay
for personal expenses incurred on credit cards, Murphy converted and improperly
used customer funds totaling more than $100,000, in violation of FINRA Rules
2 I 50(a) and 2010, and NASD Rules 2330(a) and 2110.3

B. Respondent also consents to the imposition of the following sanctions:

? A bar from association with any FINRA member in any capacity.

Respondent understands that if he is barred or suspended from associating with
any FINRA member, he becomes subject to a statutory disqualification as that
term is defined in Article iII, Section 4 of FINRA's By-Laws, incorporating
Section 3(a)(39) of the Securities Exchange Act of 1934. Accordingly,
Respondent may not be associated with any FINRA member in any capacity,
including clerical or ministerial functions, during the period of the bar or
suspension (§? FINRA Rules 8310 and 8311).

The sanctions imposed herein shall be effective on a date set by FINRA staff.
Pursuant to FINRA Rule 8313(é), a bar or expulsion shall become effective upon
approval or acceptance of this AWC.

? NASDRule 2330(a) was superseded by F?NRA Rule 2150(a), effective December 15,2009.
? NASD Rule 2 1 10 was superseded by FINRA Rule 2010, effective December 15,2008.
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??.

WAIVER OF PROCEDURAL RIGHTS

Respondent specil'ically and voluntarily waives the following i'ighls grmited under F?NRA's
Code ol Proceduie:

A. To have a Complaint issued specifying the allegations against Respondent;

B. To be notified of the 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 of the hearing made and to have a written decision issued;
and

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

Further, Respondent specifically and voluntarily waives any right to claim bias or pre,judgment

of the General Counsel, the NAC, or any member of the NAC, in connection 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 acceptance or rejection of this AWC.

Respondent further specifically and voluntarily waives any right to claim that a person violated
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 participation in discussions
regarding the terms and conditions of this AWC, or other consideration of this AWC, including
its acceptance or rejection.

III.

O'RHER MATIERS

Respondent understands that:

A. Submission of this AWC is 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 the Office of Disciplinary Affairs ('?ODA"), pursuant to FINRA Rule
9216;

B. if this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against Respondent; and
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C. ll' accepted:

I. this AWC will becoi,ie part of Re?poiident's ?eniiaiient disciplinmy
record and niay be considered iIi any I'?itllre ?,cliol?s biougl?l by FINRA or
any other regulator against Respondent;

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

prograin iii respo,ise to public i,iquiries abolit Resi,oiideiit's discipli,iary
record;

3. FINRA may make a public announcement concerning this agreement and
the subiect matter thereof in accordance with F?NRA Rule 8313; and

4. Respondent 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 impression
that the AWC is without factual basis. Respondent may not take any
position in any proceeding brought by or on behalf of FINRA, or to which
FINRA is a party, that is inconsistent with any part of this AWC. Nothing
in this provision affects Respondent's: (i) testimonial obligations; or (ii)
right to take legal or factual positions in litigation or other legal
proceedings in which FINRA is not a party.

Respondent certifies that he has read and understands all of the provisions of this AWC and have
been given a full opportunity to ask questions about it; that he has agreed to its provisions
voluntarily; and that no offer, threat, inducement, or promise of any kind, other than the terms set
forth herein and the prospect of avoiding the issuance of a Complaint, has been made to induce
him to submit it.

3.31-IV
Date (mm/dd/yyyy) es Willianh?/lurphy

W 1771?.

L
Reviewed by:

hAXiUTHMZE.
Bruce R. Heurlin
Heurlin Sherlock
1636 North Swan Road, Suite 200
Tucson, AZ 85712-4096
520-812-3526
Counsel for Respondent.

4



Accepted by FINRA:

-412#17
Signed oi, behal I' ol the

Dalc Di r???!p,?f O?? delegated authority

I
 .H TN 

4
??,*ies E?/Day '

?Chief Counsel and Vice President
FINRA Department of Enfoicement
15200 Omega Drive, 3rd Floor
Rockville, MD 20850
Telephone: 301 -258-8520
Facsimile: 202-72?-8303
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