NASD
OFFICE OF HEARING OFFICERS

DEPARTMENT OF ENFORCEMENT, Disciplinary Proceeding
No. CIB050001
Complainant, )
Hearing Officer -
V.
COMPLAINT
TANVEER A. PARACHA,

(CRD No. 4601108)

Respondent.

Upon information and belief, Complainant alleges the following:

1. Respondent Tanveer A. Paracha (“Paracha™) became registered with NASD
as a Series 7 general securities representative on or about October 29, 2002.

2. From on or about October 22, 2002, through on or about December 19,
2003, Paracha was associated with Continental Broker-Dealer Corp. (“Continental”), a
NASD member firm from on or about November 9, 1983, until it was expelled from
membership on or about May 6, 2004.

3.  Onor about December 19, 2003, Continental filed a Form U -5 on behalf of Paracha
terminating his employment as of that date.

4. Paracha is not currently registered with any NASD member firm, but is still
within the jurisdiction of NASD pursuant to Article V, Section 4, of NASD’s By-Laws.
NASD retains jurisdiction over Paracha until at least December 18, 2005, which is two

years after the date that he was last associated with an NASD member firm,



FIRST CAUSE OF ACTION

PARACHA'’S EXCESSIVE TRADING/SUITABILITY VIOLATIONS
Violation of IM-2310-2 and NASD Conduct Rules 2110, 2310 and 2860(b}19)

5. Paragraphs 1 through 4 are realleged and are incorporated by reference herein.

6. In or about February 2003, Customer PS received an unsolicited telephone call and
agreed to open a securities brokerage account | 2t Continental.

7. Paracha served as PS’s account executive from in or about May 2003 through in or
about July 2003.

8. When PS opened his account at Continental, he was forty years old, married, the
father of two young children and self-employed as a manager and owner of a drug store. In
addition, PS had an annual income of less than $100,000 and a total net worth of approximately
$500,000.

9.  Prior to opening this account, PS had no securities investment experience.

10. PS funded this account with several cash deposits totaling approximately $90,500.

11. When PS opened this account he was interested in preserving his funds as they were
earmarked for his retirement.

12. While Paracha served as his account executive, PS relied on Paracha to make
appropriate investment decisions in PS’s account.

13.  From in or about May 2003 through in or about July 2003, Paracha, while
exercising effective control over customer PS’s account, effected or caused to be effected
numerous and excessive purchase and sale transactions in PS’s account, as more fully detailed in
Schedule A attached to this Complaint and incorporated herein by reference, without having

reasonable grounds for believing that such transactions were suitable for PS in view of the size



and frequency of the transactions, the nature of the account and PS’s financial situation,
investment objectives and needs.

14. The transactions referred to in paragraph 13 above were excessive, costing a total of
approximately $554,393, while the average monthly equity in the account was approximately
$32,821.

15. Paracha’s trading activity in PS’s account from in or about May 2003 through in or
about July 2003, generated an annualized Cost-to-Equity Ratio (converted to a percentage) of
approximately 300%, an annualized Commission-to-Equity Ratio (converted to a percentage) of
approximately 282% and an annualized Turnover Ratio of 67.564. Accordingly, PS’s account
would have had to earn nearly 300% return just to break even.

16. Between May 2003 and July 2003, customer PS paid approximately $23,165 in
commissions, while sustaining losses of approximately $16,078.

17.  Many of the transactions referred to in paragraph 13 above were effected through
the use of margin and resulted in PS paying approximately $1,464 in margin interest. On June
30, 2003, PS’s account had a margin balance of approximately $110,748 while the account’s
equity was approximately $51,421.

18. The margin utilized by Paracha in PS’s account was unsuitable for PS in view of the
size and the nature of the account and PS’s financial situation and needs.

19. By reason of the foregoing, Paracha violated IM-2310-2 and NASD Conduct Rules

2110, 2310 and 2860(b)(19).



SECOND CAUSE OF ACTION

FAILURE TO APPEAR FOR TESTIMONY
Violation of NASD Procedural Rule 8210 and NASD Conduct Rule 2110

20. Paragraphs 1 through 19 are realleged and are incorporated by reference herein.

21. On or about December 17, 2003, NASD staff sent Paracha a written request,
pursuant to NASD Procedural Rule 8210, requiring him to appear at the District 9-New Jersey
office on February 12, 2004, for an on-the-record interview (hereinafter the “December 17%
Request”).

22. The December 17" Request was sent by first class and certified mail to Paracha at
his CRD residential address of record, _
(hereinafter “CRD residential address™).

23. A copy of the December 17" Request was also sent by facsimile to the attorney who
was representing Paracha at the time.

24. The letters sent to Paracha at his CRD residential address and the certified mailing
“green card” have not been returned to the District 9-New Jersey office.

25. On February 5, 2004, NASD staff received a telephone call from an attorney who
was representing Paracha at the time. During this call, Paracha’s counsel acknowledged receipt
of the December 17" Request and requested an adjournment of Paracha’s on-the-record
interview until March 8, 2004. NASD staff granted this adjournment.

26. On February 5, 2004, NASD staff sent Paracha a letter confirming that his on-the-
record interview had been rescheduled at the request of his counsel (hereinafter the “February 5™

Request™).



27. The February 5" Request was issued pursuant to NASD Procedural Rule 8210 and
notified Paracha that he was required to appear at the District 9-New Jersey office on March 8,
2004, for an on-the-record interview. The February 5 Request also advised Paracha that if he
failed to appear he could be subject to disciplinary action.

28. The February 5™ Request was sent by first class and certified mail to Paracha at his
CRD residential address.

29. A copy of the December 17™ Request was also sent by facsimile to the attorney who
was representing Paracha at the time.

30. The letters sent to Paracha at his CRD residential address and the certified mailing
“green card” have not been returned to the District 9-New Jersey office.

31. On March 3, 2004, NASD staff received a telephone call from the attorney who was
representing Paracha at the time. During this call, Paracha’s counsel acknowledged receipt of the
February st Request and informed NASD staff that he was no longer going to represent Paracha.

32. On that same day, NASD staff received a telephone call from Paracha. During this
call, Paracha: (i) acknowledged his obligation to appear for the on-the-record interview on March
8, 2004, (ii) informed NASD staff that his H1 Visa had been revoked; (iii) noted that he was
temporarily in the United States on a tourist Visa and that he would be returning to Pakistan in
thirty days; and (iv) informed NASD staff that although he still received forwarded mail from his
CRD residential address, for the next thirty days, he could be reached at an alternative address,
namely _ (hereinafter the “Alternative
Address”™).

33. On March 8, 2004, Paracha failed to appear for an on-the-record interview.



34. On March 8, 2004, NASD staff sent Paracha a letter informing him that he failed to
appear for the on-the-record interview that was scheduled earlier that day and requested that he
appear at the District 9-New Jersey office on March 15, 2004, for an on-the-record interview
(hereinafter the “March g® Request”™).

35. The March 8" Request was issued pursuant to NASD Procedural Rule 8210 and it
notified Paracha that if he failed to appear for an on-the-record interview on March 15, 2004, he
could be subject ta disciplinary action.

36. The March 8" Request was sent by first class, certified and Federal Express
overnight mail to Paracha at his CRD residential address and to the Alternative Address that
Paracha had previously provided to the staff.

37. The letters sent to Paracha at his CRD residential address, the letter sent to Paracha
by first class mail at the Alternative Address and the certified mailing “green card” have not been
returned to the District 9-New Jersey office.

38. NASD staff has, however, received a confirmation from Federal Express reflecting
that the letter sent to Paracha at his CRD residential address, by overnight mail, was delivered to
that address on March 9, 2004 at 10:09 a.m. and signed by “S.Shin.” Additionally, on April 6,
2004, the certified letter sent to Paracha at the Alternative Address was returned to the District
office by the United States Postal Service and marked, “Unclaimed.” Furthermore, on June 4,
2004, the letter sent to Paracha at the Alternative Address, by overnight mail, was returned to the
District office by Federal Express and marked, “Moved.”

39. On March 15, 2004, Paracha failed to appear for an on-the-record interview and

neither he nor anyone on his behalf have contacted the staff to seek any adjournment.



40. By reason of the foregoing, Paracha has violated NASD Procedural Rule 8210 and

NASD Conduct Rule 2110.

PRAYER FOR RELIEF

WHEREFORE, Complainant respectfully requests:

A. Findings of fact and conclusions of law that Respondent Paracha committed the
violations charged and alleged herein;

B. An order imposing appropriate sanctions upon Respondent Paracha in accordance with
NASD Procedural Rule 8310;

C. An order requiring Respondent Paracha to disgorge fully any and all ill-gotten gains
and/or make full and complete restitution, together with interest;

D. An order imposing such costs of any proceeding as are deemed fair and appropriate under

the circumstances in accordance with NASD Procedural Rule 8330; and

E.  Anorder granting all further relief that is wa?"{ er
Dated: January 7, 2005

Gary K. Webowitz/

Senior Vice President and Didtrict Director
NASD, District 9 - New Jerse

581 Main Street, 7™ Floor

Woodbridge, NJ 07095

Tel: (732) $96-2000

Fax: (73%2)/596-2002

David B. Klafter

Regional Counsel

NASD, District 9 - New Jersey
581 Main Street, 7" Floor
Woodbridge, NJ 07095

Tel: (732) 596-2029

Fax: (732) 596-2001



Of Counsel

Rory C. Flynn

Chief Litigation Counsel
Department of Enforcement
NASD

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

Tel: (202) 974-2874

Fax: (202)974-8318

John M. D’ Amico

Regional Chief Counsel
NASD — Boston District Office
99 High Street — Suite 900
Boston, MA 02110

Tel: (617) 532-3428

Fax: (202) 721-6583
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