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NASD 
LETTER OF ACCEPTANCE, WAIVER AND CONSENT 

NO.E0220030154-O2 

TO: Department of Enforcement 
NASD 

RE: Brookstreet Securities O Respondent 
Member Firm 
CRD No. 14667 

Stanley C. Brooks. Respondent 
General Securities Principal 
CRD No. 31664 

Pursuant to Rule 9216 of NASD Code of Procedure, Stanley C. Brooks ("Brooks") and 
Brookstreet Securities Corporation ("Brookstreer) (collectively, 'Respondents*), submit this 
letter bl Acceptance, WBlver end Consent ("AWC") for the purpose of proposing a settlement 
of the alleged rule violations described In Part 11 below. This AWC Is submitted on ths condition 
that, H accepted, NASD will not bring any tutuTO actions against Respondents alleging violations 
based on the same tactual findings. 

Respondents understand that: 

1. Submission of this AWC is voluntary and will not resolve this matter unless and 
until it has been reviewed and accepted by NASD's Department of Enforcement 
and National Adjudicatory Council (*NAC*) Review Subcommittee or Office of 
Disciplinary Affairs CODA"), pursuant to NASD Rule 9216; 

2. If this AWC is not accepted, its submission will not be used as evidence to prove 
any of the allegations against them; and 

a, this AWC will become part of Respondents' permanent disciplinary 
records and may be considered in any future actions brought by NASD or 
any other regulator against them; 

b. this AWC will be made available through NASD's public disclosure 
program in response to public inquiries about Respondents' disciplinary 
records; 

3. If accepted: 
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c NASD may make ft public announcement concerning this agreement and 
the subject metier thereof in accordance with NASO Rule 6310 and tM-
8310-2; and 

d. Respondents may not lake any action or make or permK to be made any 
public statement. Including in regulatory tilings or otherwise, denying, 
dVrecWy or indirectly, any allegation in this AWC or create the impression 
that the AWC b without factual basis. Nothing In this provision affect* Its 
testimonial otoHgaUons or right to lake legal or factual positions ft litioaVon 
or other legal proceedings in which HASD is not e party. 

Respondents also understand that their experience in the securities industry and disciplinary 
history way be factors thai will be considered In deciding whether to accept this AWC. Thai 
experience and history are as fcflowr. 

Brookstreet became a NASD member on or about January 15,18B5, with As principal 
place of business in Irvine, Coftfomie. Except as noted betow, Brookstreet has not been 
the subject of prior relevant disciplinary action by NASD, other seH-f eguletory 
wgahteatksns, the Securities and Exchange Commission, or any state regulator. 

Brooks entered the securffies industry as e General Securities Representative in 1971. 
Brooks has been associated with NASD member Brookstreet as its President and as a 
General Securities Principal from November 1988 through the present. Except as noted 
below. Brooks has not been the subject of prior relevant disciplinary action by NASD, 
other setf-rcgutsftory organizations, the Securities and Exchange Commission, or any 
state regulator. 

Brooksteet and Brooks has each been the subject of lhe fosowinp relevant disciplinary 
actions by NASD and the Catitomia Department of Corporations . 

1. in August 2004. Brooks and Brooksteet agreed to an AWC regarding 
their failure to supervise a registered representative's private placement 
transactions. The sanctions Included: a censure; e $10,000 fine; and en 
undertaking requiring Brookstreet, within SO days, to establish procedures 
ror the review and investigation o* all Information provided on a Form U4 
Uniterm Application for Securities Industry Registration (002040031); 

2. In November 2004, Brooks and Brookstreet stipulated with the California 
Department of Corporations to the entry of an administrative Order 
regarding ancillary relief to settle a civil action that included allegations of 
churning, unsuitable recommendations, failure to supervise its agents, 
end failure to enforce the firm's written poAcies and procedure* in 
violation of various provisions of Cattfornla Corporation Code and 

AWCW 2 



'/2B/2885 15:58 3104738566 FIELDS FEHN SHERWIN PAGE 13/17 
tec 20 05 0*!07p Brookstreet 8T7-55A-E57B P-3 

ewt By: Fields, Fehn * Sherwin*, 310 47a 3396; Dec-20-OB 10:07AM; Pege 4/8 
Dec IB D5 11:23* riRSD 213.229.23SS P.4 

regulation* thereunder. The Order directed Brookstreet and Brooks 10: 
comply with the supervision and suitability provisions under California 
taw; pay investigative costs and expenses ot $185,000; maintain certain 
supervisory procedures; and continue lo retain, for a period of at least 
bvo years, an outshJe compliance consuilant end adopt (ecomrnandationft 
regarding supervision. 

3. In f ebruary 2003, Brooks and Brookstreet agreed to an AWC regarding 
their leilure to implement, maintain, and enforce a supervisory system 
and written supervisory procedures reasonably designed to prevent end 
detect violations of NASD rules by certain registered representative 
associated with Brookstreet The sanctions included: a 4100,000 fine; a 
suspension ol Brooks in any principal capacity for 30 days: and an 
undertaking requiring Brookstreet to hire a consultant and adopt 
reccfltmendafions regarding supervision (C02030010). 

I. 

WAIVER OF PROCEDURAL RIGHTS 

Respondents specifically and voluntarily waive the following rights granted under NASD's Coda 
of Procedure: 

A To have a Formal Complaint issued specify/no the allegations against them; 

B. To be notified of the Formal 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 have a written record o* the hearing made and lo have a written 
decision Issued;- and 

D. To appeal any such decision to the NAC and then to the U.S. Securities and 
Exchange Commission and a U.S. Court of Appeals. 

Further, Respondents specitfcaiy and voluntarily waive any right to claim Was or prejudgment of 
the General Counsel, the NAC. or »ny member of the NAC, in connection with such person's or 
body's perforation in discussions regarding the terms and conditions ot this AWC, or other 
consideration of this AWC, including acceptance or rejection of this AWC. 
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Respondents further spedf/catty and" voluntarily waive any right to claim that a person violated 
the ex parte prohibitions of Rule 0143 or the separation of functions prohibitions of Rule 9144, 
In connection with such person's or body's participation in discussions regarding the terms and 
conditions of this AWC, or other consideration of this AWC, including lit acceptance or 
rejection. 

n. 
ACCEPTANCE AND CONSENT. 

A, Biooksueet and Brook* hereby accept and consent, without admitting or denying 
the allegations Of findings, and solely for the purposes of this proceeding and 
any other proceeding brought by or on behalf of NASD, or to which NASD Is * 
party, prior to m hearing and without an adjudication of any issue of law or fact, to 
the entry of the following findings by NASD: 

On or about January 15,2003, NASD issued a Letter of Caution to Brookstreet 
through which NASD told the firm that It could no longer compensate personnel 
employment recruiters h employed through securities transaction-based 
compensation earned by the registered representatives the recruiters placed wtth 
the firm, immediately after receiving NASD's Letter. Brookstreet notified efl of lis 
recruiters that effective March 15.2003. the firm would stop paying the override, 
transaction-based, oornrnission payments to recruiters unless the recruiter was 
registered with a NASD member firm. 

However, following the receipt of NASD's Letter, the firm, through Brooks, failed 
to establish, maintain, and enforce a system of supervisory control, policies and 
procedures reasonably designed to prevent Brookstreet trom issuing payments 
to non-registered recruiters. Consequently, from Match 15,2003 through Jury 
2003, Brookstreet paid six (6) recruiters, who at the lime of each payment were 
not registered witti a NASD firm, transaction-based compensation based on a 
percentage of the commissions earned by the registered representatives the 
recruiters placed with the firm. 

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

B. Brooksteet and Brooks also consent to the Imposition, at a maximum, ol the 
following sanctions: 

1. A censure; and 

2. A fine in the amount ot $25,000. for which Brookstreet and Brooks shaH be 
jointly and severally liable. 
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Thts sanctions imposed herein shaH be ettecuve on a date set by NASD staff. 

111. 

OTHER MATTERS 

A. Respondents understand thai they may attach a Corrective Action Statement to this 
AWC that is a statement of demonstrable conedte steps taken to prevent future 
misconduct. Respondents understand thai they may not deny the charges or make 
any statement thai is Inconsistent with the AWC m this Statement This Statement 
does hot constitute factual or legal findings by NASD, nor does ft reflect the viewa of 
NASD or Its staff. 

B, Respondents agree to pay any monetary sanctions imposed on them upon notice 
that this AWC has been accepted and that such payments are due and payable and 
have attached an Election of Payment form showing the method by which they 
propose to pay any fme Imposed. 

C. Respondents specifically and voluntarily waive any right to daim that they am unable 
to pay, now or at any time hereafter, any monetary sanction imposed In this matte?. 

Respondents certify that Ihey have read and understand all ot the provisions of this AWC and 
have been given a full opportunity to ask questions about ft, and mat no offer, threat 
inducement, or promise of any kind, other than the terms set forth herein, has been made to 
induce them to submit it. 

fi-ao-os 
Dale 

11*At-OS 
Date 

ORATION 
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Reviewed by: 

FIELDS FEHN & SHERWIN 

By*. H. Thornas Feno, Esq. 
Counsel for Respondent 

Accepted by NASD: 

Date 

Signed on behalf of the 
Director ot ODA, by delegated authority 

M X . Jablonow, Sr. Regional Attorney 
NASD Departmenl of Enlorcemenl 
300 South Grand Ave., Suite 1600 
Los Angeles. CA 90071 
(213)613-2658 

NASD Dish-let Director 
Lanl M. Sen Woltmann 
NASD, District 2 
300 South Orand Ave.. Suite 1600 
Los Angeles. CA 90071 
(213) 229-2300 

Rfrv03f14J0S 


