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Upon information and belief, Complainant alleges as follows:
JURISDICTION

1. Re.spondent James A. Swanke (“Swanke”) entered the securities industry in March 1992, -
when _he‘ associated with an NASD member firm. He registered With*NASD rhember-.firm' -
U.S. Bancorp Investrﬁents, Inc. (“USBIM from_F.ebruary 1995 to Febma'ry 2000 He was
aséociated with two other member firms before registering with his current member firm, '
ING Financial Partners, Inc., where he currently serves as a registéred reﬁresﬁentative‘.
During his carser in the securities industry, Swanke obtained Series 7, 10 and 63 sec_u_ritiérs ‘ :

. licenses. NASD hé_s juriédiction to file this complaint against Swanke pursuant to ‘_Art'icle V;
Seétion 2 of NASD By—Law.s. |

2. ‘Respondent Colin P. Collea (“Collea") entered the securities. industry in June 1986, wheh he
registered with an NASD member firm. He associated with several other NASD member
firrhs befo.re registeririgi wif.h USBI from May 1995 to March 2000. Thereafter, Collea :

' registered with two other NASD member firms before leaving the securities industry in June
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2003. During his career in the securities industry, Collea obtained Series 6, 7 and 63
securities licenses. NASD has jurisdiction to fife this complaint against Collea pursuant to

Article V, Section 4 of NASD By-Laws.

BACKGROUND

3. During the period from at least January 1998 through approximately December 2000, USBI
and its representatives offered and sold brokered Callable Certificates of Deposit ("CCDs")
to the public. During the relevant time period, USBI's traders purchased large b'io'r:ks of
DTC-eligible CCDs into USBI's inventory account at a price typically one percent below par.
The traders then broke the blocks up into smaller denominations for sale to custome.rs;.
Once broken into smaller denominations, USBI's fixed-income trading desk in Minneapolis, |
Minnesota offered the product to USBI's brokers, who were typically located.in bank brandh
locations. In most cases, when the trading desk purchased CCDs, the traders sent
“inventory sheets” which summarized current holdings and key characteristics (the rate and |
features) of the CCDs to USBI's brokers nationwide via facsimile.

4. USBI marketed the CCDs to customers primarily through referrals from US Bank
employees. When customers sought information about traditional CDs from US Bank, they
were referred to the USB! broker located in the branch for information regarding higher-
yislding CCDs.

5. The terms of the CCDs were usually for extended maturities of 15 or 20 years. These
products typically offered customers a higher interest rate for the first year, and the rate
“stepped down” to a lower rate {usually 1% to 2% lower) for the remaining term. The CCDs
varied in terms of how often they paid interest; there was a monthly payout on some CCDs,
and a semi-annual payout on others. The CCDs also offered a death put redemption

clause, which meant that in the event the CCD holder died, the CCD was redeemable for its
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full (par) value by the heirs of the deceased. Most of the CCDs were callable by the issuing
institutions after a one-year period, and then for every six months thereafter. The CCDs

were FDIC-insured up to $100,000 per institution.

. A customer could redeem his or her CCD prior to maturity only by selling the CCD in the .

secondary market maintained by USBI. The price that the customer received at the time of.
liquidation could be significantly less than the customer’s original principal.

In 1998, the issuing banks called many of the previously issued CCDs because interest
rates were declining. Howevef. issuing banks ceased calling CCDS in early 1999, when

interest rates began to rise.

FIRST CAUSE OF COMPLAINT

Respondent Swanke Made Material Misstatements of Facts in Connection with His Offers -

10.

and Sales of Brokered Callable Certificates of Deposit

{Violations of NASD Conduct Rule 2110)

Paragraph number 1 is realleged and incorporated herein by reference.
During the period from approximately April 1998 through Mareh 1899, Swanke offered and
sold CCDs to at least thirty-one customers. He made numerous material
misrepresentations in connection with those offers and sales.
Specifically, dur_ing certain oral sales presentations, Swanke:
+ falsely told certain customers that they were purchasing one-year CCDs, when in reality
the CCDs were for much longer terms, generally 15 to 20 years;
« falsely told certain customers that the CCDs were a one or two year investmént that

could be renewed at the same or lower rate in six month or one year intervals;
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+ falsely tbl:d certain customers that the CCDs would be called by the. issuing bank within a
one to two year period of time when, in fact, calling the CCDs was at the sole discretian
of the issuing banks; - |

¢ falsely told certain customers that they should ignore the maturity date that-would be
'noted on upcoming Si'atements because the CCDs could be redeemed at anytirri-e;-andr

» falsely assured certain customers that their CCDs were FDIC insured when, in fact, the
customers had deposits in excess of $100,000 with the same institution and FDIC
inaurance did not apply to amounts in excess of $100,000.

11. Upon receiving calls from certain customers concerned about extended matu'rity dafes |
subsequent to their transactions, Swanke falsely assured the customers that they could
receive fuii value for their CCDs upon redemption and to ignore the maturity date listed on
their Qonfirmaiions.

12.  Upon certain customers' request to redeem their CD approximately one year after
purchase, Swanke falsely informed the customers that he had already reinvested their
funds for an additional six months at the same or lower rate when, in fact, the customers’
funds remained invested in the long-term instrument.

13. The aforementioned acts, practices and conduct constitute separate ahd' distinct

violations of NASD Conduct Rule 2110 by James A. Swanke.

SECOND CAUSE OF COMPLAINT

Respondent Collea Made Material Misstatements of Facts in Connection with His Offers
and Saies of Brokered Cailable Cerlificates of Deposit

14, Paragraph number 2 is realleged and incorporated herein by reference.
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15.

16.

17,

During the period from approximately February 1998 to September 1999, Collea offered

and sold at least twenty-nine CCDs fo customers. He made numerous material

misrepresentations in connection with those offers and sales.

Specificaily, during certain oral sales presentations, Collea

falsely told certain customers that the CCDs were a one-year investment that could be
renewed at the same rate or a lower rate, when in reality the CCDs were for much
longer terms, generally 15 to 20 years;

falsely told centain customers that they could redeem their CCDs without penalty or that
the benalty would only be six months of interest when, in fact, in order to obtain a return
of principal prior to either maturity or the issuing bank’s calling the CCDs, customers had
to sell their investment on the secondary market at a potentiany. significant loss to
principal

falsely told certain customers that they could redeem their CCDs for full value in one
year or some other time period that was shorler than the actual maturity.

The aforementioned acts, practices and conduct constitute separate and distinct

violations of NASD Conduct Rule 2110 by Colin P. Coltea.

PRAYER FOR RELIEF

WHEREFORE, Complainant respectully requests:

A.

Findings of fact and conclusions of law that Respondents committed thé viclations charged
and alleged herein;

An order imposing sanctions upon the Respondents in accordance with NASD Rule 8310.

. An order requiring Respondents to disgorge fully any and all ill-gotten gains and/or make full

and complete restitution, together with interest;

An order imposing such costs of any proceeding as are deemed fair and appropriate under
the circumstances in accordance with NASD Rule 8330; and

An order imposing any other fitting sanction.
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May 20, 2005
Date

Of Counssi

Rory C. Flynn

Department of Enforcement
NASD

1801 K Street, N.W., Suite 800
Washington, D.C. 20006

(202) 974-2874

Andrew A. Favret

9%"%4%%&«

Virginia £)M. Jans

Associate Vice President and Dlstrlct Directar
NASD, District 6

12801 North Central Expressway

Suite 1050

Dallas, TX 75243

972-701-8554

i)a/w £ lhdedl

Kdren E. Whitaker

Regional Counsel

NASD, District 6

12801 North Central Expressway
Suite 1050

Dallas, TX 75243

Phone:; 972-716-7610

Fax: 972-716-7846

Associate Vice President and Regional Chief Counsel

Department of Enforcement
NASD

1100 Poydras St., Suite 850
New Orleans, LA 70163
(504) 522-6527

cc. M. Christopher Cokinis

Vice President & Chief Compliance Officer

ING Financial Partners, inc.
909 Locust Street
Des Moines, IA 50309



