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NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. E0220030154-02
TO: Department ot Enforcement
NASD
RE:  Brookstrest Securities Corporation, Respondent
Member Firm
CRD No. 14687
Stanley ©. Brooks, Respondent
General Securities Principal

CRD No. 31684

Pursuan 1o Rule 9216 of NASD Code of Procedure, Staniey C. Brooks ("Brooks”) and

Brookstrest Securities Corporstion ("Brockstreet”) (colleclively, “Respondents™), submit this
Letter of Acceptance, Weiver and Consent ("AWGC") for the purpose of proposing 8 settiement
of the alieged nule violations described in Part \l below. This AWC is submitted on the condition
that, if accepted, NASD will not bring any {uture actions against Respondents atieging violations
based on the same factual findings.

Respondents understend thet:

1. Submission of this AWC is voluntary and will not resolve this matter unless angd
until it has been reviewed and accepted by NASD's Department of Enforcement

and National Adjudicatory Councll (*NAC"} Review Subcommittee or Office of
Disciplinary Affeirs (CODA", pursuant to NASD Rule 8218;

I this AWC is not accepled, its subrnission will not be used as evidente 1o prove
any of the allegations sgains! them; and

i accepted:

a. this AWC will become pan of Respondents' permanent disciplinary

records and may be considered in any future sclions brought by NASD or
any olher regulator agsinst them,

this AWC will be made available through NASD's public disdlosure
program in response o public inquiries sbout Respondents’ disciplinary
records;

AWCD1
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G, NASD moay make 8 public announcement conceming this agreement and
the subject meter ihereof in accordance with NASD Rule 8310 and IM-
8310-2; and

-

Responderds may not iake any action or make or permit to be made any
public statement, inckxling in regutatory Tings or otherwise, denying.
girectly or indiectly, sny ¥egation in this AWC or create the impression
{hat tha AVYC ts without faciual basis. Nothing in this provision aftects its

testimoniat obligations of right to lake legal or facius) positions in liigafion
of olher tegal proceedings in which NASD is nol @ patty.

Respongdents also understany that their experience in ihe securities industry end disciplinary

history may be factors thal wil be considered in deciding whether to accept this AWC, That
experiences snd history are as Tollows:

AL
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Brooksireel became a NASD member on of sbout January 15, 1985, with its principsl
piacs of business in irvine, Cefifomis. Excepl 85 noted below, Brookstreat has not been
the svbject of priar relevant discipinary sction by NASD, other seN-teguietory
mpanmizations, the Secuilies snd Exciange Commission, ar ey sfate regulator,

Brooks entered the securilies industry 85 @ General Securities Representative in 1674,
Brooks has been associaled with NASD member Brookstreet as its President and as 8
General Securities Principal rom Novembet 1988 through the present. Except a8 noled
beivw, Brooks Nae not been the subjedt of priot relevant diseiplinary action by NASD,
other self-reguivtory organizations, the Securities and Fxchenge Cormmission, of eny
slate regulator.

Brooksieet and Brooks has each been the subject of 1he following retevant discipiinary
actions by NASD and the Callfomia Department of Corpotations.

1. In Augus! 2004, Brooks and Brooksteet egreed to an AWC regasding
their fallure to supervise a registered representative’s privale placement
transacions. The sanclions included: 2 censure; & $10,000 fine; ond an
uneraking requiring Brookstreet, within 50 days, to establish procedures
for the review and investgation ol all information provided on  Form U4
Untiorm Application (or Securities industry Registration (C02040031);

in Novembar 2004, Brooks and Brookstree! shipulsied with the Calfomia
Depariment of Corporations to the entry of en adminisirative Ondes
regerding ancillary relief 46 setle a clvil action that included allegations of
churning, unsuitsble recommenastions, 1ailure to supervise ils ppenis,
pnd feilure W enforce the firm's writien poficies and proceduras in
violation of various provisions of Californla Carporation Code and
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reguistions theygunder, The Order directed Brookstreel and Brooks 10:
comply with the supenision and sultability provisions under Catifonis
Yaw; pay investigalive ¢osts and expenses of $165,000; maintain certain
supeTvisory procedures; and continue 1o velain, 1or 2 period of at least

W0 YRals, an outside complience consullant end adopt recomnmendations
regarding supervision.

In Februsry 2003, Brooks and Brookstreet, agreed to an AWC regerding
theit Jeilute to implernent, maintain, and enforce a supelvisoty system

and wiitlen supenvisory pfocsdures reasonably designed to prevent and
deted Vickatons bl NASD nies by certain registered representative

sssociaied with Brookstreel. The sanctions included: a $100,000 fine; a
suspension ol Brooks in any principal capacity for 30 days; end an

vheraking requiring Brookstreet o hire @ consultan! and sdoM
recommendaliohs regarding supernvision (C02030010).
1
WANER OF PROCEDURAL RIGHTS

Respondents specifically ang voluntarlly waive the foliowing rights granted under NASD's Code
of Pracedure:

A To have a Formal Complaint issused specityng the allegations against them,

B. To be notified of the Formal Complaint and have the opportunity lo answer the
afiegations in wriling;

C. To detend against the gliegations in a disciplinary hearing before & hearing
panet, o have a wrillen record of the heoring made and 1o have » written
decision isstied; and

D.

To appeel any such dedsion 10 1he NAC and then to the U.S. Securities and
Exchange Commission and a V.5, Coun of Appeals,

Eurthet, Respondents specilically and voluntarily waive any right 1o clalm bies or prejudgment of
the General Counsel, the NAC, or any membes 01 the NAL, in connection with such person’s or
body's parlicipation in discussions regarding the termm and conditions of this AWE, or other
conhsideration of this AWC, inciuding acceptance or rejection of this AWC,

AWCDA
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Respohdents further specifically and voluntarity waive any dght to claim thal & person vicisted

ihe ex porte prohibitions of Rule §143 or the separation of funclions prohibiions of Rule 8144,
in conneclion with such petson's o body’s parficipalion In discussions regerding the ierms and
condRlons of this AWC, or cther consideration of this AWC, including 1S acceplance of
rejection.

AWL01
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n.
ACCEPTANCE AND CONSENTY

Biockstreet and Brogks hereby accept and tonsent, without admitting of denying
the ullagations of findings, and solety for the purposes of this proceeding and
any other proceeding brought by or on behalf ol NASD, ar to which NASD is &

patly, pror 10 & hearing and without an adjudication of any Issue of law or fact, 10
the entry of the following findings by NASD:

On oy about January 15, 2003, NASD issved a Letter of Caution 1o Brookstreet,
through which NASD 10id the firm that it could no longer compensate personael
employment recruiters it employed through securities transaclion-hased
compensation earmned by the registered represerialives the recruilers placed with
the frm. Immediately after recelving NASD's Letter, Brooksirest nolified ai of ks
recruiters thal effective Merch 15, 2003, the firm would stop paying the override,

ransacfion-based, commission payments to recruiters unless the recruller was
reglsicred with 8 NASD member finn.

However, following the 1eceipt of NASD's Letter, the firmy, through Brocks, fefied
to establish, meintain, and enforce a system of supernvisory control, policies and
plocedures ressonebly designed to prevent Brookstreat rom issuing payments
10 non-registered tecruiters, Conseguently, from Merch 15,2003 through Juty
2003, Brooksiree! paid six (6} recruiters, who at the time of each paymem were
not tegistered with 8 NASD firm, transaction-based compensation besed on a

percentoge of the commissicns earned by the regisiered representatives the
recrnyiters piaced with the firm.

The foregoing conduct constitutes separate and Distingt violations of NASD
Conduct Rules 2420, 3010 ant 2110 by Brookstreet and Brooks.

Brooksieel and Brooks also consent 1o the imposition, at a maximum, of the
folowing sshclions:

1. A censure. and

2 A fine in the amount of $25,000, for which Brookstreel ang Brooks shal be
joinily anhd severally iable,
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The sanctions imposed herein shall be effective oh a date set by NASD s\aff,
.
OTHER MATTERS

Respondents understand that they may attach a Corrective Aclicn Statement to this
AWDG that is & ststemant of demonstrable conective steps taken 10 prevent future
miscanduct. Respondents undersiand thal they may not defiy the charges of make
any statement that is inconsistent with the AWC in this Statemerd. This Siaterment
does hot constitule factusl or legal findings by NASD, nor does Il reflect tive views of
NASD or s slaff.

Respondents agree fo pay any monetary sanctions imposed an them upon hotics
hat this AWG has been accepted and thel such payments are dve ahd paysble and

heve aitached an Election of Payment form showing the method by which they
propose Y0 pay eny Tine Imposed.

C. Respohdents spedificatly and voluntarlly walve any right 1o claim that they are unable
to pay, Now or at any lime heresfier, any monetery zanction imposed in this motter,

Respondents certlfy that they have read and undersiand all of the provisions of this AWC srl
have been given a Tull opportunity (o ask questions sbout it, snd that no offer, threat,

inducement, or promise of any kind, other then the terms set forth herein, has been Mmede to
induce them to submit it.

BROOKSTRE URITY ORATION
1d =~ O By:
Date ey C. Brooks, ils Presldent
- 0 -~ By-. /.
Date “Stanley C. Brooks, Individuaty
AWCH
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Reviewed by:
FIELDS FEHN 8 SHERWIN

Counset for Respondent

_Accepled by NASD:

Signed on behalf of the
Direcior of DDA, by delegated authority

A d Jablonow, Sr. Regional Atlorney
NASD Department of Enforcement
300 South Grand Ave,, Suite 1600
Los Angeles, CA 90071

{213) 613-2650

NASD District Director

Lani M. Sen Weltmann

NASD, Distriea 2

300 South Grand Ave., Suile 1600

Los Angeles, CA 80071
(213) 228-2300
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