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COMPLAINT
Richard James Morgan
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Upon information and belief the Department of Enforcement alleges as follows:

1. Respondent Richard James Morgan entered the securities industry in December 1998
as a General Securities Representative with an NASD member firm.  in January 2004
he registered with Next Financial Group as a General Securities Representative and
remained registered with the firm until June 15, 2004. Since June 15, 2004, he has not
been registered with any other member of NASD. NASD has jurisdiction to file this

complaint against Morgan pursuant to Article V, Section 4 of the NASD By-Laws.

RST CAUSE OF COMPLAINT
Moragan Falled to Contact NASD Staff

(Violation of NASD Conduct Rule 2110 and NASD Procedural Rule 8210)
2. In connection with its investigation of Morgan, NASD staff requested that he provide
written information to NASD concerning his handling of transactions in several customer

accounts. Following the receipt of that information, NASD staff sought Morgan’s on-the-
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record testimony to ¢larity the existing information and to obtain additional information.
In a letter dated September 7, 2005, NASD staff requested, pursuant to NASD
Procedural Rule 8210, that Morgan contact the staff no later than September 21, 2005,
to “establish a date and time for an on-the-record interview (“OTR"). On this date that
you will need to set up with the staff, you will report to the NASD District Office...You
may be represented by an attorney of your choice at the OTR.” The staff’s ietter was
sent, via certified mail and regular mail, to Morgan at his CRD home address and
referenced an enclosed one page Addendum which explained, among other things, the
purpose for the OTR, and the fact that failure to provide truthful testimony, or the failure
to appear coulld resuit in NASD disciplinary action and the imposition of sanctions
including a bar from the industry.

3. Morgan never contacted the staff. The return receipt card for the certified mailing was
signed and returned to the district office; however, it was not clear whether the signature
on the card belonged to Morgan. The regular mailing of the September 7" letter was
never returned.

4. Because Morgan failed to respond to the staff's September 7™ letter, the staff sent him
another letter. In a letter dated September 23, 2005, the staff requested, pursuant to
Rule 8210, that Morgan contact the staff immediately in order to “arrange a date and
time for an on-the-record interview {“OTR") with regard to your termination from Next
Financial Group. For your convenience we have enclosed a copy of our September 7,
2005 letter with attachments.” The September 23" letter was sent, via certified mail and
regular mail, to Morgan at his CRD home address, and It inciuded the same one page
Addendum that had been enclosed with the previous request letter. In the September
23" jetter, NASD staff told Morgan that his response was overdue and that his failure to

contact NASD staff “could result in disciplinary action” being taken against him.
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5. Morgan never contacted the staff. The certified mailing of the September 23° letter was
returned to the district office marked “unclaimed.” The regular mailing was never
returned.

6. The above described conduct by Respondent Richard James Morgan constitutes a

failure to respond in violation of NASD Conduct Rule 2110, and NASD Procedura! Rule

8210.

SECOND CAUSE OF COMPLAINT
Morgan tsed Discretion Without Written Authority

(Violation of NASD Conduct Rules 2110 and 2510)

7. During the period from January 2004 through about May 2004, Morgan, while registered
with member firm Next Financial Group, was the broker for the following customer
accounts:; a joint account for customers M.C. and J. C., an Individual Retirement Account
for customer J. C., an [RA for customer N. H., and an [RA for customer J. H.

8. During the period between February 1, 2004 and May 15, 2004, Morgan effected
approximately 385 stock and option transactions in the joint account of customers M. C.
and J. C. and approximately 59 stock and option transactions in the IRA of customer J.
C. During the same period Morgan effected approximately 232 stock and option
transactions in the account of N. H. and approximately 39 stock and option transactions
in the account of J. H. Morgan used discretion to effect all of the aforementioned
transactions.

9. Morgan never obtained written authorization from customers M. C., J. C,, N. H. and J. H.
to use discretion in their accounts and he never obtained the acceptance in writing by his

employing member firm of the accounts as discretionary.
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10. The above described conduct by Respondent Richard James Morgan constitutes use of

discretion without written authority in violation of NASD Conduct Rules 2110 and 2510.

THIRD CAUSE OF COMPLAIN
Morgan Enqaged in Excesslve Trading
(Violation of NASD Conduct Rules 2110 and 2310)

11. On January 30, 2004, customers M. C and J. C, husband and wife, opened a joint
account with Morgan at member firm Next Financia! Group. Atthe same time, J. C. also
opened an IRA with Morgan,

12. When they opened their accounts with Morgan, M. C. was 65 years old and J. C. was
62 years old. M. C. was still working but J. C. was retired.

13. The new account documentation for M. C. and J. C. indicated that both had investment
objectives of growth and long-term growth. Thelr risk tolerance level, as reflected on
their new account documentation, was conservative/growth and moderate risk.

14. Between February 1, 2004 and May 15, 2004, Morgan used discretion to effect 385
stock and option transactions in the joint account of M. C. and J. C., and 59 stock and
option transactions in J. C.'s IRA, The majority of the transactions in both accounts
Involved high-tisk technology companies such as Micron Technology, Nanogen, Inc.,
MicroSemi, Corp., Verisign, Inc., and Genta, Inc. During this period, the value of the
joint account decreased by approximately $150,000 and J. C's IRA decreased in value
by approximately $16,000.

15. The cost-to-equity ratio in the joint account of M.C. and J. C. was 23.17% and in J.C.’s

IRA it was 15.63%.
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16. On January 30, 2004, customers N. H, and J. H., husband and wife, opened Individual
Retirement Accounts with Morgan at Next Financial Group. N. H. was 63 at the time and
retired. J. H. was 62 and also retired.

17. The new account documentation for N. H. and J. H. indicated that both had investment
objectives of growth and long-term growth. Each had a moderate risk tolerance.

18. Between February 1, 2004 and May 15, 2004, Morgan used discretion to effect 232
stock and option transactions in N. H.’s IRA, and 39 stock and option transactions in J.
H.'s IRA. The majority of the transactions in both accounts involved high-risk
technology companies such as Juniper Networks, Nanogen, Inc., CV Therapsutics, Inc.,
Verisign, Inc., and Genta, Inc. During this period, the value of N. H.'s IRA decreased by
approximately $47,000 and J. H.'s [RA decreased in value by approximately $19,777.

19. The cost-to-equity ratio in N. H.'s IRA was 11.32% and in J. H."'s IRA it was 16.20%.

20. The above described conduct by Respondent Richard James Morgan constitutes

excessive trading in violation of NASD Conduct Rules 2110, 2310, and IM 2310(b}(2).

PRAYER FOR RELIEF
WHEREFCRE, Complainant respectfully requests:
A. Findings of fact and conclusions of law that Respondent Richard James Morgan
committed the violations charged and alleged herein;
B. An order imposing sanctions upon Respondent Richard James Morgan in accordance
with NASD Rule 8310;
C. An order requiring Respondent Richard James Morgan to disgorge fully any and all ill-

gotten gains and/or make full and complete restitution, together with interest;
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D. An order imposing such costs of any proceeding as are deemed fair and appropriate

under the circumstances in accordance with NASD Rule 8330; and,

E. Anorder imposing any other fitting sanction.
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