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LETTER OF ACCEPTANCE, WAIVER AND CONSENT 

NO. 2016051569601 

TO: Department of Enforcement 
Financial Industry Regulatory Authority ("FINRA") 

RE: David John Stmad, Respondent 
OW No 11 272l 

Pursuant to FINRA Rule '9216 of FINRA's Cede of Procedure, Respondent David John &mad 
submit 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 submitted on the 
condition that, if accepted. FINRA will not bring any future actions against me alleging 
r_olations based on the seine factual findings described herein, 

ACCEPTANCE AND CONSENT 

A, I hereby accept and consent, 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 patty, 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 

Respondent David John Stmad first became registered in [989 as a General 
Seturittes Representative with a member firm. in September 2005, he left that 
firm to join, the Smith Ramey division nrCitigroup Global Markets Inc. as a 
General Securities Representative. His registration was transferred to Morgan 
Stanley Smith Barney (- Morgan Stanley" or the "Firm") in June 2009 in 
connection with a broker-deal merger: in February 2016, Strnad left Morgan 
Stanley on a voluntary basis and joined a different firm as a General Securities 
Representative 

On July 10, 20 Hi, that firm filed a Form US disclosing that &mad had resigned 
on a voluntary basis. Although Strnad is not currently registered or associated 
with a member firm, HMO. retains jurisdiction over him pursuant to Article V. 
Seam) 4 of the FIN It.4 By-Laws. 



OVERVIEW 

From September 2013 through December 2015 (the "relevant .period"), Strnad 
executed approximately 273 transactions involving bank-issued certificates of 
deposit {- CDs") in accounts of an elderly customer, KW. Although KW verbally 
authorized Strnad to purchase new CD issuances after maturity of prior CD 
issoaoixs, Strnad exceeded the scope of his authority by selling CDs held by KW 
prior to maturity and using the proceeds: to purchase new CDs for KW. As a 
result of this conduct, Stinad violated FINRA Rule 2010. 

FACTS AND VIOLATIVE CONDUCT 

Unauthorized purchases and sales in a customer's brokerage account violate 
FINRA Rule 2010, which requires that a registered. representative, "m the conduct 
of his business . observe high standards of commercial honor and just and 
equitable principles of trade." 

Beginning in approximately 2007, KW sought 10 invest his assets at the Firm 
exclusively in CDs; "laddered" to mature at different intervals. KW gave Strnad 
verbal authorization to buy new CD 1S511011CCS upon maturity of prior CD 
issuances.. KW did nOt authorize Strnad to sell CDs prior to maturity or to use the 
proceeds am]) sales to purchase new CD issuances. 

During the relevant period, Strand exceeded the scope of authomy granted by 
KW by selling CDs owned by KW prior to maturity, nearly always at a loss, and 
using the proceeds of those sales to purchase new Cl) issuances. Because KW 
purchased his CDs through the Firm, rather than a bank, KW could sell the CDs 
in the secondary market without incurring a penalty. Stmad generally sold KW's 
CDs at a loss, however, because the CDs were priced below par in the secondary 
market •due to iiictcirs such as interest rate fluctuations. 

Stmad executed approximately 273 such transactions in KW's accounts-13ft 
sales prior to maturity and 135 purehases—cauaing KW to incur losses of 
approximately S 100,572, .rtet of interest.1 Strnad inaccurately marked some of 
these transactions as "unsolicited.' Strnad's trading caused KW to pay $4,268.73 
in unnecessary commission. 

By virtue of the foregoing, Strnad violated FIN RA Rtile 2010. 

B. I also ,consent. to the imposition of the following sanctions: 

• An 18-month suspension from association with any F1NRA member firm 
in any capacity; 

• Disgorgement in the amount of $4,268.73, plus inteiest, and 

Au'; KW's claughtol ocAtiptained, on KW's be,11.111, Tvlingals Stintey oianinnsalion to 1:.'W 



• A fine in the amount of I ONO, 

The line shall be due and payable either immediately upon 11:association with a 
member firm, or prior to any application or request for relief from any statutory 
disqualification resulting from this or any other event or proceeding, whichever is 
earl i er. 

Disgorgement of a portion of commissicins received, which is ordered to be paid 
to F1NRA in the amount of $4,268,73, plus interest at the rate set forth in Section 
6621(0(2) of the 'Internal Revenue Code, 26 U.S.C. 6621 , from September I, 
2013 .untit the date this AWC is accepted by the National Adjudicatory Counsel 
("NAC"). Disgoisement shall be due and payable either immediately upon 
reassociation with a member .firm, or prior to any application or request for relief 
from any statutoty disqualification resulting from this or any othei event or 
proceeding, whichever is earlier.. 

1 specifically and voluntarily waive any right to claim that I am unable to pay, 
now or at any time hereafter, the monetary sanctions imposed in this matter. 

I understand that if 1 am suspended from associating with uny PINRA member, 1 
become subject to a statutory disqualification as that term is defined in Article III, 
Section 4 of F1NRA's Byl.aws, incorporating Section 3(039) oldie &entities 
Exchange Act of .1934. Accordingly, I may not bc associated with any l'INRA 
member in any capacity, including clerical or ministerial functions, during the 
period of the suspension (sec F1NRA Rules 8310 and 8311), 

The sanctions imposed herein shall be et live on a date set by Ilt4RA staff 

WAIVER OF PROCEDURAL RIGHTS 

I specifically and voluntarily waive the following rights granted under F1NRA's Code of 
Procolute: 

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

B. To be notified of the Complaint and have the opportunity 10 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 liming made and to have a written decision issued: 
and 

D, To appeal any such decision to the NAC and then to the U.S. Securities and 



Fixehange Cornmissitm and a U.S. Court of Appeals. 

Puoher, I specific:any and voluntarily waive any right to claim bias or prejudgment oCihe Chief 
Legal Officer, the MAC, or any member of thc NAC', in connection with such person's or body's 
panicipation in discussions regarding the terms and conditions of this AWC, or other 
consideration of this AWC., including 4tCccptancc or rejection of this AWC. 

I further specifically and voluntarily waive any right to claim that a person violated the ex parte 
pmhibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA Rule 
9144, in connection with such. person's or body' 5 participation in discussions regarding the terms 
and conditions of this AWC, or other consideration of this AWC, including its acceptance or 
rejection, 

ILL 

OTHER MATTERS 

understand that: 

A. Submission of this AWC is voluntary and well not resolve this matter unless and 
until it has been reviewed and accepted by the NAC a Review Subcommittee of 
the NAr, or the Office of Diseiplinat y AIThirs ('ODA"). pursuant to FINRA Rule 
92l6 

13, If this AWC is not accepted, its submission will not be used as ev idetice to prove 
any of the allegations against me; and 

C, If ACcepttil: 

I. this AWC will become NA of my permanent disciplinary record and may 
be considered in any future actions brought by FINRA or any other 
regulator against me; 

2, this AWC will be made available through PINR A 'ti public disciosurc 
program in accordance with HNRA Rule 13313; 

FINRA may make a public announcement concerning this agreement and 
the subject matter the, eof 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 impression that the AWC 
is without factual basis. I may not take any position in any proceeding 
brought by or on behalf ofFINRA, or to which FINRA is a party, that is 
inconsistent with any part of this AWC. Nothing in this pmviNion affects 



my: (0 testimonial obligations; or (it) right to take legal or factual 
positions in lit ation or other legal proceedings in which FINRA is not a 
party. 

I may attach a Corrective Action Statement to this AWC that is a statement of 
demonstrable ,correetive steps taken to prevent future misconduct. 1 understand 
that I may not deny the charges or rnalce any statement that is inconsistent with 
the AWC in this Statement. This Statement does not constitute factual or legal. 
findings by FINRA, nor dm it tuned the views of FINRA or its staff. 

I certify that I have read and understand all of the provisions of this AWC and have been given a 
full opportunity to ask questions about it: that I have 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 ofavoiding the issuance of a Complaint, has been made to induce me to submit it. 

.7

13 TV41 r9..b1<tk 
Date David John mad 



Reviewed by: 

Man Wolper 
Counsel for Respondent 
Ulmer 
500 W. Madison Street 
Chicago, IL 60661-4587 
(3 I 2) 658-6564 

Accepted by Pi NRA: 

O 73o/ 09491 Signed on behalf-of the 
Date Director or ODA, by delegated authority 

William Thompson 
Dircetor 
F IN RA Departriteni, of Puffin:einem 
15200 Omega Drive 
Suite 3(10 
Rockville, MD 20850-324 l 
(301) 258-8476 


