
FINANCIAL INDUSTRY REGULATORY AUTHORITY

OFFICE OF HEARING OFFICERS

Department of Enforcement,

Comp?ainant,

V.

DISCIPLINARY PROCEEDING
Joseph R. Butler No. 2012032950101
(CRD No. 244735),

Respondent.

FIRST AMENDED COMPLAINT

1 hc Department of Enforccmcnt alleges:

SUMMARY

t. From about November 2009, Respondent Joscph R. Butler ('*Butler '). while

associated with mcmbcr firm Woodbury Financial Services, Inc. ("WFS" or thc

"Firm"), kncw that LW, his seventy-nine ycar old custorncr, suffcrcd from

progrcssivc memory loss. Indeed, llc had accompanied hcr to scvcral doctor's

visits between 2010 and 201 1 where hcr dcclining mental condition was discussed

and asscsscd. Evcntually. in about Deccmbcr 201 1, LW was diagnosed with

demcntia.

2. Butlcr, in violation ofWFS' supervisory procedures and 10 benefit himself at

LW's expense, was:

a. addcd as the account co-owner and signatory to 1.W's two bank accounts

(a checking account ending in 3288 (thc :Checking Account") and money



market account ending in 7795 (thc "MM Account")(collectively "LW's

Bank Accounts")) accounts in April 2009;

b. named LW's attorney-in-fact pursuant to a power of Attorncy ('?POA") in

June 2010;

C. named 1.W's l?rsona? Rcprcscntativc and the primary beneficiary in hcr

will in June 2010; and

d. named thc primary beneficiary on 1.W's variable annuity in May 201 1.

3, Butler did not disclosc thcse roles and activities to WFS, which prohibited such

roles and activitics, and hc engaged in uncthical behavior by accepting such rolcs

and rcsponsibilitics when he knew ofLW's declining mental condition.

4. On or about Aprill 5,2011, Butler convcrtcd $10,262 from LW when he

improperly received $10,262 from her, by way oia check he drew on one ofLW's

Bank Accounts, which hc used to pay his statc income taxes.

5. On or about Junc 29,20 IO, Butler converted $18,846.18 from LW whcn hc

impropcrly received $ I 8,846.18 from her, by way ofcheck he drew on onc of

LW's Bank Accounts, which he used to pay his fcdcral income taxes.

6. From on or about September 1,2009 to January 20,2012, Butler converted

$119,250 from LW by way ofchccks payable to cash or himself that hc drew

(tota?ing $114,250) and transfers hc cifected from LW's Bank Accounts to his

personal bank accounl (lotaling $5,000).

7. Alternatively, Butler cngagcd in unethical conduct when he used at least $26,000

of LW's funds a?lcgcdly for her benefit but \vithout retaining any documents

accounting for thc cxpcnditurc of the funds and uscd an additional $93,250 of
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LW's funds without rctaining any documcntation showing how hc uscd thcsc

funds, as rcquircd by Maryland ?a\v and in breach of his fiduciary duty to LW.

8. On or about May 20,2011, Butler submittcd a change oibcncficiary form to a

third-party for the purpose ofhaving himsclfaddcd as the primary bcncficiary on

LW's variable annuity and on thc form falsely stated that hc was her 'son."

9. Based on the foregoing, Butler violated FINRA Rule 20?0.

RESPONDENT AND JURISDICTION

10. On or about June 25,1997, Butler first became rcgistcrcd with l;INRA as an

Investment Company Products/Variablc Contracts Rcprcscntativc.

ll. From on or about Junc 25,1997 to on or about August 2,2012, Butler was

registered with FINRA through an association with WFS.

12. On or about August 2,2012, Wl:S filed a Uniform ?crmination Notice for

Sccuritics Industry Registration (Form U5) stating that Butler was terminated for

violating Firm policies and procedures by failing to disclosc that hc was listed as a

beneficiary on multiple customcr accounts where he was not a family member and

was givcn control ovcr a customer's (LW) personal banking accounts.

13. Sincc on or about Octobcr 17, 2012, Butlcr has becn registcrcd with FINRA

through an association with another member firm.

14. As Butler is currcntly registered, hc is subject to FINR-A's disciplinary

jurisdiction.
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BACKGROUND

Biitler's Relatioi,ship witli LW aiicllier Progressive Mei,iory Loss

I 5. Butlcr first mct I.W in around 1984 while shc was his neighbor in Brandy\vine,

Maryland.

16. On or about Novcmbcr 14, 2007, LW bccamc a customer of WFS when Butler

sold hcr a $453,000 variable annuity. LW was 76 ycars old and a rctircd

children's day-carc worker.

17. ln ?atc 2009, Butler knew that LW lost her way whilc driving. llc also knew that

LW stopped driving in 2010 after being involvcd in a traffic accident during hcr

last cxcursion.

18. ln 2009, Butlcr cnrollcd I.W in thc Mcals-on-Whccls Program. 1-o quality for

this prograni, a person must bc over 60 years old and havc a chronic physical or

mental disability prcvcnting him or her from shopping and/or preparing food.

19. Butler knew that LW experienced memory loss which bccamc progressively

worsc in 2010 and 201 1. LW, who had no childrcn, became increasingly

dependent upon Butler during this period.

20. ln 2010 and 201 1, Butlcr brought LW to at least thrcc appointments with hcr

personal physician and discussed with the physician his observations of LW's

declining mental condition. Aftcr listening 10 Butler's concerns, thc physician

pcr?'ormcd cognitivc testing on LW.

21. In about December 201 I. I.W was formally diagnosed with dementia.

22. In about February 2012, LW was admitted to a hospital ?'or treatmcnt and has had

a fulltimc carclakcr since that date.
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Bi?tler's Expa,iclitig Role

23. On or about April 16,2009, Butler was added as thc account co-owner and

signatory to LW's Bank Accounts. Butler never deposited his own funds into

these accounts.

24. Butler ordered ncw checks to be printed for onc of LW's Bank Accounts with his

name added to LW's as the account holdcrs.

25. Thc account statements for thc LW's Bank Accounts wcrc initially mailcd to

LW's addrcss. ln about 2010, Butler arranged for thc account statements for

LW's Bank Accounts to be sent exclusively to his address.

26. On or about Junc 9, 2010, Butler brought I.W to the office of an attorney who

drafted and witnessed LW's signing ofa will. a general povcr ofattorncy (POA)

and a Medical Directive, all undcr thc provisions of Maryland law. The POA

appointed Butler as LW's attorney-in-fiict with gcncral authority to act as hcr

agent and the will named Butler as I.W's Personal Representative (Exccutor) and

thc primary bcneficiary of hcr cstatc.

27. litle 17, Section 17-1 13 (Duties ofagcnt),of the Maryland General and 1.imited

Power of Attorney Act contains the following provisions:

(a) In general 

- Notwithstanding provisions in lhc po\vcr of attorney,
an agcnt that has accepted appointment shall:...

(2) Acl with carc, competence, and diligence for the best
interest ofthc principal 

....

(b) Additional duties 

- Except as othcrwisc providcd in thc power of
attorney, an agent that has accepted appointment shall:

(1) Act ?oya?y for the principal's benefit;

(2) Act so as not to create a conflict of interest that impairs the
agent's ability to act impartiaily in the principal's best interest;
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(3) Keepa record ofail rcccipts, disburscments, and
transactions made on behalf ofthc principal

28, Butlcr was prohibited under WFS' supervisory procedures from performing the

functions for which hc was empowered by thc documents described above in

paragraph 26. Spccificai?y, with respect 10 its customers, WFS prohibited brokers

from acting as an agcnl or attorney-in-fact pursuant to a POA, acting as an

Exccutor, Administrator, or Personal Rcprcscntativc, and acting as a joint-tcnant

ofa customer account.

29. Further, Butler was aware that WFS did not pcrmit him to act in thcsc capacities.

After the POA was executed, Butler signed and submitted Annual Compliance

Qucstionnaircs ("ACQs") to the Firm in 2010 and 201 1. On both ACQs, Butler

acknowlcdgcd thc following statcmcnt: "/ it/ldei:?/and t/,a/ / (ini prohibilecl from

.. (iii)
 acting as a Power of Allor??ey: 

.., (iv) <Icting ?Is an execi?loi : (v) acting as

an adminis?r<itor: 
... (vii) acting as a perso,ial represen?ati\,e... on IWFSJ

ctistomer (iccoiinls, excltiding accoiinls belonging to ii,iI,iecliatejki,i?ily I,?ei,ibers

(i.e., pcire,i?, sibling, child, iii-law, aunt, iincle). "

30. WFS's supervisory proccdurcs aiso prohibitcd rcgisicrcd rcprcscntativcs from

accepting a gift from a customer in excess of$100 annually.

31. Butler clcctronically signed and submitted WFS's 2010 and 201 1 ACQs in which

hc confirmed that hc understood thc following statement: -'1 may not accept a gi ??,

or gifts, with a collective value in excess of $100 per Business Partners [namc

given to a WFS reprcscntative] per year."
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F I Itsl CAUSE OF AC'I ION
Conversion

(FINRA Rule 201?)

32. The Department realiegcs and incorporates by rcfcrcncc paragraphs 1 through 3 I

above.

33. On or about April 15,2011, Butlcr drcw a check in tlic amount of $10,262 on thc

MM Account payable to the Comptrollcr of Maryland and delivered the check in

payment oftaxcs that hc owed to the Statc of Maryland.

34. On or about June 29,2010, Butler dre\v a check in the amount of $18,846.18 on

the Checking Account payable to the United States'?rcasury and delivered the

check in payment of taxes tliat he o\vcd to lhc IRS. At the time he drew the

checks. Butler \vas aware that LW's mental condition had been dctcriorating for a

few years.

35. Butler converted $29,108.1 8 of LW's funds to his own benefit through the checks

hc drew to covcr his state and federal income tax liabilities.

36. Based on thc foregoing, Butler violated FINRA Rule 2010.

SECOND CAUSE O? ACI'ION
CONVERSION

(F?NRARULE 2010)

37. The Department realicgcs and incorporates by reference paragraphs through 36

above.

38. From on or about Scptcmbcr 1,2009 to on or about January 20,2012, Butler drew

fifteen checks on 1.W's Bank Accounts totaling $114,250 made payable to "cash-
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or "Joseph R. Buticr." Butlcr cithcr cashcd thcsc checks or deposited them into a

personal bank account in his name. The chccks arc Iistcd bciow:

Check issued from Amount Date Payec i'ayor
No. bank account (Check

Signed
by)

XXXX Checking $ I 2,750 November 30, Cash Butler
Account 2009

XXXX Checking $6,000 October 22,2009 Cash Builcr
Account

XXXX Chccking $10,000 April 14,2010 Joseph Butler
Account R.

Butlcr
XXXX Chccking $ I 2,000 March 27,2010 Joseph Butler

Account R.

Butler
XXXX Checking $ 12,000 January 6,2010 Cas?i Butler

Account
XXXX Checking $ I 2,000 December 6,2010 Cash Butler

Account
XXXX Checking $3,000 February 16,20 l l Cash B?lcr

Account
XXXX Cl?ccking $3,500 January 20.2012 Cash Butler

Account
XXXX Checking $7,000 May 9,2011 Casl? Butler

Account
XXXX Cliccking $3,000 February 16,201 I Cash Butlcr

Account
XXX MM Account $15,550 September I, 2009 Cash Butler
X XXX MM Account $6,500 April 21.2010 Cash Butler
XXX MM Account $2,000 May 2, 201 I Casli Butler
X XX MM Account $4,000 May 12,2011 Cash Butler
XXX MM Account $5,000 August 5,201 I Cash Butler

I-O'rAL:
$114,250

39. Butler falsely claims that he used at Icast $21,000 for LW's bcncfit, for items such

as home repairs or to rcimbursc him for expenses hc allcgcdiy incurred on LW's

behai?

40. On or about January 26,2011, Butler inadc an electronic transfer o? $5,000 from

the MM Account to his personal bank account. Butler falsely claims that this
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moncy was also a reimbursement ofcxpenscs hc purportedly incurred on LW's

behalf.

41. Notwithstanding Maryland law govcming POAs, Butler docs not havc any

receipts, bills or any othcr documentation to support his claims that at least

$26,000 was used to rcimbursc himself for cxpcnscs hc allegedly incurred on

LW's bchalfand docs not havc any documents showing the purpose oftlic

additional $93,250 of LW's funds he uscd by way ol checks hc drew payable to

cash or himself.

42. Butler converted $ 1 19.250 of LW's funds to his own benefit through the checks

hc drew payable to casli or to himself totaling $114,250, and electronic transfers

to his pcrsonal bank account totaling $5,000.

43. Based on the foregoing. Butler violated F?NRA Rulc 2010.

'1'I IIRD CAUSE OF ACTION
(Al. 1'ERNATIVE TO SECOND CAUSE)

UNETIHCAL CONDUCT
(FINRA RULE 2010)

44. The Dcparlmcnl rcalleges and incorporatcs by rcl?rcncc paragraphs through 43

above.

45. As staled abovc, from on or about September 1,2009 to on or about January 20,

2012, Butler obtained $1 19,250 or LW's l?inds through checks hc wrote payable

to cash or to himself, and electronic transfers to his pcrsonal bank account.

46. Bullcr claims that hc uscd at ie ast $26 ,000 for LW's benefit, for i?cms such as

homc repairs or to reimbursc him for cxpcnses lie had allcgcdly incurred on

LW's behalf. Notwithstanding Maryland law governing POAs, hc does not have
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any receipts, bills or any othcr documentation to support his claim and docs not

have any documents sho\ving the purpose ofthc additional $93,250 of LW's

funds lie uscd through checks hc drew payable to cash or hiniscliand electronic

transfers to his bank account.

47. Butler cngagcd in unethical behavior whcn hc improperly used at Icast $26,000

of LW's funds without retaining any docunicnls accounting for such expenses

and retaining any documents showing how hc used an additional $93,250 of

LW's funds. as required by Maryland law and in breach of his fiduciary duty to

LW.

48. Based on ihc foregoing. Butler violated ?INRA Rulc 2010.

FOUR rli CAUSEOFACI ION
UNF. I'IiICAL COND?ICI'

(FINI?A Ruled 2010)

49. Thc Department rcallcgcs and incorporates by rcfcrcncc paragraphs 1 through 48

above.

50. Butler's various roles in LW's affairs wcrc prohibited by WFS''s supervisory

procedures. Thc Firm's procedures contain the following provision:

Woodbury and its Representatives arc prohibited from engaging

in any dishonest or unethical business practices or from taking
unfair advantage ofa customer. The list below is a broadly
defined limited sct of prohibitions. Rcprcscnlativcs have an
independent duty to evaluate whether certain activities represent

a conflict of intcrcst. A conflict of intcrcst occurs whcn a
Representative's privatc interests arc put ahcad ofa clicnt's
intcrcst. Picasc contact Compliance with any questionable
situation. Listed bcio\v is a summary o?broadly defined
prohibitions:

. A Rcpresentativc being namcd as a beneficiary of a client
account unlcss thc client is an immediate family member
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51. Thc Firm's procedures also contain the following provision: ?'Woodbury prohibits

Representatives from acting as an cxcculor/lrix or personal representative 
, ... or

joint tcnant ola client account, other than an immediate family mcmbcr,"

52. Butler was awarc that hc was prohibited from acting in thesc roles. As discussed

above in paragraph No. 29, hc signed and submitted ACQs to the Firm in 2010

and 2011 acknowledging that lie was prohibited from acting as a POA, cxccutor or

personal representative on customer accounts.

53. On or about April 16,2009, Butler was added a co-owner of LW s bank accounts.

54. On or about June 9. 2010. Butler was named as the attorney-in-fact for LW,

pursuant to a POA.

55. On or about June 9,2010, Butler was namcd as thc Personal Representative and

primary bcneficiary in hcr will.

56. On or about May 20,201 1, Butler was named as thc primary bcncficiary on LW s

variable annuity.

57. Butler did not disclose to WFS that hc had rcceivcd the POA from LW and

through the POA was engaging in financial-related activities, such as writing

checks. In addition, Butler failed to disclose to WFS that hc had bccn named as a

beneficiary on LW's variable annuity and Wi?i, which were prohibited by the

Firm.

58. In addition. Butler took unfair advantagc of LW by accepting these roles and

responsibilities  whcn he knew ofher declining mental condition.

59. Bascd on thc foregoing, Butler violated FINRA Rulc 2010.
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F,Fri/ CAUSE OF ACI ION

?AI.SI?ICA I ION

(FINRA l?uled 2010)

60. The Dcpartmcnt rcallcges and incorporates by rcfercnce paragraphs l through 59

above.

6/. On or about May 20,20 11, Butler compiclcd and submitted a ''llartford Annuity

Beneficiary Change Request" form changing thc beneficiaries on LW's ilartford

Variable Annuity, which shc had purchased for $453,000, to himself as a 90%

beneficiary and a charitable organization as a ION beneficiary.

62. liic form was signed by LW as the policy holder.

63. NW and MM, 1.W's granddaughtcrs, wcrc both originally listed as 50%

bcneflciarics on lhc annuity contract.

64. Whcn Butler submitted lhc annuity change rcqucst forni, under the "Re/atio?'hip

/o Oit,/te?"' section ofthc form, he falsely statcd that his relationship to LW was

her ?son."

65. Based on lhc foregoing, Butler violated FINRA 2010.

RELIEF REQUESTED

Wi iEREFORE, thc Dcpartincnt rcspcctfully rcqucsts that tlie Panel:

A. make findings off'act and conclusions of law that Respondcnt committed

the violations charged and alleged hcrcin;

B. order that onc or more of thc sanctions provided under FINRA Rulc

8310(a), including monctary sanctions, bc imposed, including that

Respondent be required to disgorgc fully any and ali ill-gotten gains and/or

make full and complete rcstitution, togcthcr \vith intcrest.
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C. order that Rcspondcnt bcar such costS of procceding as arc dccmcd Pair

and appropriate under the circumstances in accordance with FINRA Rule

8330.

FINI?A DEPARTMENT OF ENFORCEMENT

Date: December 20,2013
?RAKGR-

 

-
David ?. Newman, Senior Rcgional Counsci
William A. St. Louis, Regional Chief Counsel
?INRA Department oil€n?'orccmcnt
1835 Market Street, Suite 1900

Philadelphia, PA 19103
(215)665-1 180; Fax: (215) 496-0434
david.ncwman @finra.org
william.stlouis@finra.org
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