
FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

NO. 2015044363701

TO: Department ofEnforcement
Financial industry Regulatory Authority (''FINRA")

RE: Jeffrey Hunter Smith, Respondent
General Securities Reprcsentative
(CRD No. 4505078)

Pursuant to FINRA Rule 9216 ofFINRA's Code of Procedure, I, Jeffrey Hunter Smith
(?Smith"), submit this Letter of Acceptance, Waiver and Consent /"AWC") for the purpose of
proposing a settlement ofthe alleged rule violations described below. This AWC is submitted on
the condition that, ifaccepted, FINRA will not bring any future actions against me alleging
violations based on the same factual findings described herein.

I.
ACCEPTANCE AND CONSENT

A. l hereby accept and consent, without admitting or denying the findings, and solely for the

purposes ofthis proceeding and any other proceeding brought by or on behaifof FINRA,

or to which FINRA is a party, prior to a hearing and without an adjudication ofany issue

of law or fact. to the entry ofthe following findings by FINRA:

BACKGRO?ND

During the period of December 200 1 through June 2009, Smith was associated with two
FINRA-regulated  broker-dealers. Smith became associated with Morgan Stanley, a
FINRA-regulated  broker-dealer (the UFirm"), as a General Securities Representative and

Investment Advisor in June 2009.

Smith holds the following securities licenses: Series 7 (April 2002), Series 31 (January
2007), and Series 66 (June 2002).

In a Uniform Termination Notice for Securities Industry Registration ("Form U5") dated
January 22,2015, Morgan Stanley reported the voluntary termination of Smilh's
employment. ln an amendcd Form U5 dated February 6,2015, Morgan Stanley reported
that, at the time of Smith's resignation? he was undcr intemal review relating to Uhis
involvement with a tnist held outside of the firm for a non-client family member" and
??his wife's status as a beneficiary ofa client's account."

On February 19,2015, Smith becamc associated with another FINRA-regulated broker-
dealer as a General Securities Representative and Investment Advisor and remained there

until June 14,2016.



Smith is not currently associat? with 
a FINRA-regulated broker-dealer? however, he

remains Subject lo PINRA's jurisdiction pursuant to Article V, Section 4(a)ofFINRA's
Brlam

RELEVANT DISCIPL?NARY HBTDRY

Smithhas 
no disciplinary history in the sccuritics industry.

OVERVIEW

ln Dcccmbcr 2011 and March 2012, Smith boimwed 
a total of$300,000 fiwn two Firm

customers to whom hewas not related and without reociving the Firm's prior written
approval to enter into the loans, in violation ofFINRA Rules 3240 and2010. In addition,
in October 2014, while associated with Morgan Stanley, Smith violated Artfcje V.
S?ion 2(c') of VTNRA'?By-1??ws.md  FINRA Rules 1 122 and 2010 by failing ?o timdy
report a compromise with a creditor.

l? ?y 201,6, Smithviolat*d FINRA Wes 82?0 and 20?0 by failing to coo?raie Bdly
with Enforcement's investigation by declining to provide requested documents and
iriformation.

FACT? AND VIOLATTVE CONDUCT

Smith Borrowed Mone? from Firm Clients

F?NRA Rule 3240 prohibits aregistered representative from borrowing money fiom or
lendingmoney to a customer ofhis orher member firm employer unless the bonvwing
arrangement meetsoneoftheconditions specified under therule md is pennittedby the
employing member firm's written policies and procedures.

FINRA Rule 2010 provides that "[al member, in the conduct ofits business, shall observe
high standmrrk ofoomme?cial honor andjustand e?uitableprinciplesoftmdc."  A
violation of Rule 3240 also constitutes a violatioh of FfNRA Rule 20? 0.

At all relevant times, Morgan Stanley's written supervisory procedures prohibited
r?gistered pasons from cnteringinto abormwing arrangementwithafirm dientunless
the client was an immediate family membcr and the mpresentative provided written
notice of the financial arrangement prior to entering into the loan.

ln December'2011, Smith buiwwa? $150,000 from firm clien? A, without obtaining
written approval from the Firm prior to the loar? ln March 2012, Smith borrowed
$150,DOD from firm client B, without obtainingwntten  approval from the Firm prior to
the loan. Neither firm dicnt A nor frm client B was a member of Smith'a immediate

funily,
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Sm?thnever disclosed the loans to Morgan Stanley and, in each of the Finn's annual sales
quest?onnaires he 

co mpleted during the period of August 2012 through March 2014,
falsely attested that he had not borrowed 

money from Firm clients.

Byborrowingatotal of $300,000 from two Firm cli ents ?o whom he 
was nof related and

without receiving the Firm's prior written approval to enter into the loans, Smith violated
F?NRA Rules 3240 and 2010.

Smith Failed fo Timelv Disclose 
a Creditor Compromise

ArticleV, Section 2(c) ofFINRA's By-Laws requires that regisirations f?ecl with F?NRA
bekcpt current at all times and that amendments to a Uniform Application for Securities
industry Registration or Transfer ('?Form U4") must be filed with FINRA ''not later than
30 days after learhing ofthe facts or circumstances giving risc to the amendment.*,

FlNRA Rtlle 1122 prohibits members or associated 
persons with a member from filing

with FINRA information regarding registration Uwhich is incomplete orinaccurate so as
to be misleading, or which could in any way tend to mislead, or fail to correct such filing
after notice thereof." A violation of Article V, Seclion 2(c) ofFINRA's By-Laws and
FlNRA Rule 1122 also wnstitutes a.violation of FKNRA Rule 2010.

On October 1,2014, Smith entered intoa comp?omisewith  a credit card company
pursuant to which he agreed. to pay $12,000 to satisfy outstanding credit card balan??
totaling $20,000. Smith's compromise required discklsum on a Form U4 within thirty
(30) da9s of Icarning of the facts orcircumstanoes giving rise to the amendmcnL

Aooordirigly, Smith should have disclosed thecompromise no later than October 31,
2014. However, Smith did notmport thecompromisevia anamended Form U4 until
February 19,2015.

By failing io timely amend his Form U4 to disclose his creditor compromise, Smith
violated Articlc V, Scction 2(c) of FINRA's By-Laws, and FINRA Rules 1 122 and 201 0.

MHM FNW I. tmerate wilh EMamm'sM.SMM
FINRA.Rule 8210 provides, in rtlevant part, that -FINRA staffshall have the right to 

...
require amember, person aswciated with a member, or person subject to FINRA's
jurisdiction to provide information orally, in writing, or electr?nically... with r?spoet to

anymatter involved in theinvcstig?ion, complaint,.examination, orprooeeding?.J-  A
failurc to comply with.Rule 8210 also constitutes.a violation ofFINRA Ru?e 2010.

Beginning in June2015, and continuing thmugh April 2016, Enfor?mlent issued several

lettcrs to Smithcrhis counsel pursuant to FINRA Rule 8210 seeking the production of
documents and information (the -Rule 8210 Requests"). Significantly, each of the

requests that Enforcement issued after June 2015 reiterated Enforcement's re?uest for the

pmduction of Smith's.personal  bank account statemmts. The most recent request was

issued on April 14,2016, and requir?d the production ofdo?umenls by April 29, 20?6.
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The RuLe 8210 Requests advised Smith tilat his failure to provide the requested

documents and information could subject him to discipli naiy action and the imposi?io,
sanctions, including 

a permanent bar from the securities indus try. However, to date,
Sm?tlh has fai?ed to prov?de the requested account sf?tcments to E?forccmcnt.

On July 28,2016, Smith, through counsel, informed Enforcemen? that ?e wou?d not
cooperate further with Enforcement's imrcstigation.
By refusingto produce the outstanding documents requested pursuant to FINRA Rule
8210, Smithviolated FINRARules 8210 and 2010.

B. 1 also cDnsent to the imposition ofthe following sanctions:

A bar from association with any FINRA-regulated broker?ealcr in aH capacities.

The sanctions imposed herein shall be effective 
on a date set by FINRA Staff. A bar 

or
expulsion shall become em?ctive upon approvai or acceptanccof?his AWC.

1 understand that if I am barred or susrrwde? from m*xiat ing with any FINRA. mcmbcr,
lbecomesubjectto astatutory disqualification as that term is defined in Articlc Iji,
Section 4 ofFINRA's By-LaWS, incorporating Section 3(a)(39) ofthe Securities
Exchange Act of 1934. Accordingly, I may not be associated with any FINRA men]ber
in any capacity, including clerical or ministerial fimctions, during the period of the bar
(2??FINRA Rules 8310 and 8311).

II.
WAIVER OF PROCEDURALRI?HTS

1 specifically and voluntarilywaivethe followingrights granted under FINRA's Code of
Procedure:

A. To have a Complaint issued specifying the allcgations ?8?insl mc;

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 haveawritten rooord ofthe hearing made and to havea writtm decision issued;
and

D. To ?M?e?t any such decision to the National Adjudicatory Council (??NAC") and

-
 to the U.S. Securities and Fxehange Commission and a U,S. CoUrt of

Appeals.

Further, ? specifically and voluntarilywaive any right lo claim bias or prejud?ncnt ofthe Chief
Legal Officer. the NAC, orany member of the NAC, in connection with stich pcrson's or body's
participation in discussions regarding the turns and conditions of this AWC. or other
consideration ofthis AWC, including acceptance or rejection of this AWC.
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????'Ons of FINRA Rulc9143 or the separation offunctions prohibitions ofFINRA Rule

9\44, ir, o?rn?tionwithsuch person's 
or body's participation in discussionsreg?ing  the terms

and conditions o? this AWC, or other consideration of this AWC, including its aocepfancc or
m.d.Oa

HL
OTHER MATTERS

I undmtand lhat:

A. Submission of this AWC is voluntary and will not resolve this matter unless anti until
it has b?en Tcvi?wcd and arcepted by the NAC, a Review Sub?ommittee of the NAC,

or the Office of Disciplinary Affairs (''ODA"), pursuant to FINRA Rule 9216;

B. Ifthis AWC is no? ac??ptod, its submission will not be uscxf as evidence to prove any

daNMIima##0-
C. tfaccepte?i:

1, This AWC will become part Qfmy p?manent disciplinary reoord and may be
wnsid?rd in any future ?ctions br?ught by FINRA or Ely other r?guktor

i

against me;
1

I

1 This AWC will be made available through FINRA's public disclosure
f

plo?.*, in ac?oedan?with PINRA Rule 8313;

3. FINRA may make a public announecment wnoeming this agm?wnt and the ?

subject ma#crthereofin aooordanoewith FINRA Rule 8313;and .

4. 1 maynot ?akeany??ion armakeorpmnit to be made a?ty pub?ic*?sfmlent,  i
including in regulatory flings or otherwise, denying, directly or indirectly,
any finding in this AWC or crmte tbe imr?rasion that thcAWC is wit?,?t
fac?ual.basis. l meyr,ot take anyposit?onin any p,v?ew?ing broughtbyoron
behalf of FINRA? or to which FINRA i? a party, that is m?n?islenl with any
part of this AWC. Nothing in this pmvision affects my: (i) testimonial
obligations; or (ii) right to take legal or facm? positionsia litigation or other
kgal pnoc?atinp in which FINRA i? not a party. 

?

I c?tify that i lmve rcmd and w??etstahd all ofthe t?u?risiu,? ef this AWC and have betn given afull opportunity to ask questions about it; that 1 have a???ed ? it? provisions vohmtarily; and that
no offer, threat. inducemem. orpromiseofanykid, othcr than the tmns ast forth herein and the .
prospect of av?iding the issuance of a Complaint, h? been made to induce me to submit it.

9,16-it ZKAA Fn ..,
t

Date ?OD&Pbr??ent Jeffrey Hunter Smith

S

i

-.. .. . . .- . ..-.... . ?w?,??/?.'?.--??



Reviewed by:

*-
 

76-ehnri-
 

- rHEGr#UM 
W

Connsel for Respondent
Christian & 8??4 LLP
909 East Main Street, Suite 1200
Richmot?d,.Virginia 23219-3095
(phone)(804) 697-4100

A?#edbyFNRA. Signed onbclialfof the
Dimctor of.ODA,bydclegat?d authority

?30116
.M C/E'...I-

Minaun
ChiefCounscl
F[NRA Departmmt of Enfo,?.?,?,1
One Brook?i*Id Place
200 Liberty Street
New York. New York 1?281-1003
(phone) (646) 315-7322
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