IN THE DISTRICT COURT IN AND
FOR OKLAHOMA COUNTY, OKLAHOMA

SOUTHEAST INVESTMENTS, N.C. INC,, FILED IN DISTRICT CourT
A NORTH CAROLINA CORPORATION; and CKLAHOMA COUNTY
FRANK H. BLACK,

| JAN 30 2018

Plaintiffs/Petitoners,

vs. Case No.
THE STATE OF OKLAHOMA ex rel.
THE OKLAHOMA SECURITIES COMMISSION

CV-2015-86 7 -

\./\_/\/V\_/\/\/\/\/\_/\/\_/

' Defendant.

PETITION FOR REVIEW OF FINAL ORDER
OF THE OKLAHOMA SECURITIES COMMISSION

Plaintiffs/Petitioner’s Southeast Investments, N.C. Inc. and Frank H. Black (collectively,
“Petitioners” and, individually, “Southeast” and “Black™) petition this Court for review of the
Final Order entered by the Oklahoma Securities Commission (the “Commission”) on December
22,2014 and filed that date (“Commission’s Final Order”). A copy of the Commission’s Final
Order is attached hereto and made a part her«;of as Exhibit “A.” The argmﬁen‘_t and authorities set
forth in Exhibits D, F and H attached hereto are incérporated in this Petition .;and made a part
hereof for all purposes.

NATURE OF THIS ACTION (SYNOPSIS OF BASES FOR REVIEW)

The Oklahoma Department of Securities (“ODS” or “the Department”) commenced
proceedings against Plaintiffs/Petitioners and broker Rodney L. Watkins by its Recommendation
of March 26, 2013. That Recommendation erroneously alleged that Watkins had violated a

previous ODS order by executing securities orders from Oklahoma for customers in other states.



The facts adduced in the ODS proceeding.s showed that no such Oklahoma transactions had
occurred and that, indeed; the ODS attempt to exercise extraterritorial jurisdiction exceeded its
constitutional and statutory powers (and moreover was inconsistent with the putatively-violated
order itself). When these constitutional, statutory and factual infirmities became apparent, the
ODS, rather than dismissing its ultra vires proceedings, filed a “Supplemental Enforcement
Division Recommendation” -- leveling entirely new and unrelated charges against Petitioners --
at the eleventh hour (just 8 days before the hearing on the original recommendation). The new
charges were unsupported by any Oklahoma statute or regulation, but instead were predicated on
putativé violations of rules promulgated by the Financial Industry Regulatory Authority
(“FINRA™). Yet FINRA itself and the United States Securities and Exchange Commission had
audited Southeast numerous times (which audits included on-site inspection, in contrast to the

-ODS’s “due diligence” consisting of no on-site inspection) and had never cited Southeast for any
violation of FINRA rules.

On October 10, 2014, the ODS Administrator issued a cease-and-desist order and
imposed a $5,000.00 monetary penalty on Petitioners. The full Commission affirmed on
December 22, 2014. The Commission’s Final Order to be reviewed is reversible on multiple
grounds specified by 75 O.S. § 322(1), including the grounds (i) that the Commission exceeded
its constitutional and statutory authority; (ii) that the Commission committed plain errors of law
and; (iii) that the Commission failed to accord Petitioners basic due process. These grounds are

more fully detailed at §{ 18-27 hereinbelow.



JURISDICTION OF THE DISTRICT COURT

1. This Court has jurisdiction to review all or part the Commission’s Final Order by
virtue of 12 O.S. § 1-609(B) and 75 O.S. § 322. ‘More particularly, the former statute requires
that appeals from a cease and desist order be taken to this court, but provides that appeals from
all other orders of the Commission be taken to the Supreme Court.

2. The Commission’s Final Order contains both a cease and desist order and the
imposition of a $5,000.00 monetary penalty. Simultaneously with the filing of this Petition,
Petitioners have commenced an appeal of the monetary penalty order to the Supreme Court of
Oklahoma.

BACKGROUND FACTS

3. The series of proceedings that culminated in the Commission’s Final Order were
commenced by the Department on the recommendation of its Enforcement Division on March
29, 2012, styled as follows: In the Matter of: Rodney Larry Watkins, Jr. (the “3-29-12
Recommendation™). The 3-29-12 Recommendation recommended a suspension for Watkins
based on his actions while he was a broker-dealer agent and an investment advisor representative
with Ameriprise Financial Services, Inc. (“AFS”). The or1 gihal Department file number of
“ODS 12-058” was carried forward in all of the subsequent proceedings before ‘the Department’s
Administrator (the “Administrator”).

4, The proceeding initiated by the 3-29-12 Recommendation culminated in an
agreement and six-month suspension of Watkins set forth in the Order of August 29,2012, a copy

of which is attached hereto as Exhibit “B” (“8-29-12 Order™). The 8-29-12 Order was



retr‘oactive to November, 2011, meaning that Watkins’ suspension actually ended on the date of
the 8-29-12 Order.

5. As explained more fully in the paragraphs of this Petition that follow, Wafkins, at
all times, complied with the 8-29-12 Order.

6. Watkins joined Southeast in the first quarter of 2012, during the period of his
retroactive suspension. His association with Southeaét as its agent received approval from
FINRA on February 14, 2012, from the California Securities Commission on February 27, 2012,
from the Kansas Securities Commission on February 28, 2012, and from the Texas Securities
Commission on March. 8, 2012. Watkins has never been suspendgd or disciplined by any state
regulator other than the ODS.

7. The Department named Southeast and Black as additional Respondents in the
“Supplemental Enforcement Division Recommendation” filed in the Commission on March 26,
2013 (“3-26-13 Recommendation”™), a copy of which is attached hereto as Exhibit “C.” The 3-
26-13 Recommendation alleged that Watkins had violated the 8-29-12 Order by executing
securities orders from the State of Oklahoma on behalf of customers in Kansas and Texas. The
ODS alleged that Southeast and Black, as Southeast’s managing director, had violated Oklahoma
securities laws by failing to prohibit Watkins from engaging in the securities transactions that
allegedly violated the 8-29-12 Order. The 3-26-13 Recommendation leveled no allegation that
Petitioners had violated any Oklahoma securities law in any other particular.

8. Watkins in fact did not violate the 8-29-12 Order in any respect whatsoever. That
order, on its face, confined it operation to activities occurring within the State of Oklahoma.
Watkins in fact executed no securities orders from the State of Oklahoma and the Department, as

* the record will reflect, never made any showing whatsoever to the contrary. Both the underlying



)

statute, 71 O.S. § 1-610, and the United States Constitution preclude the Commission from
asserting or exercising regulatory authority over actions that occur in other statés of the United
States. Watkiné at all relevant times was duly licensed in the stafes where the relevant securities
transactions occurred (Texas and Kansas).

9. Petitioners and Watkins delineated the cqnstitutional, statutory and factual
barriers -- the factual barrier being that the 8-29-12 Order on its face confined its own
effectiveness to the State of Oklahoma -- to the claims advanced in the 3-26-13 Recommendation
by their motion and brief filed with the Department on December 2, 2013. A copy of that
motion and brief are attached hereto and made a part hereof as Exhibit “D.”

10. Whether or not in recognition of the fact that the Department’s actions in
commencing the 3-26-13 Recommendation were ultra vires as a matter of law (such actions were
in fact ultra vires and untenable as a matter of law), the Department and Watkins settled the
issues raised in the 3-26-13 Recommendation on April 30, 2014 by the “Agreement of Rodney
Larry Watkins, Jr.,” a true and correct copy of which is attached hereto and made a part hereof as
Exhibit “E” (“4-30-14 Settlement Agreement”) Watkins agreed to a form of “heightened
supervision” for a period of time commencing with the agreement date, but his suspension
otherwise was lifted. The “heightened supervision” consisted of periodic review of Watkiné’
activities by an independent consulting firm approved by the Department. The ODS has never
made any finding or even allegation that the “heightened supervision” that oémmenced on April
30, 2014 (i) has not occurred or (ii) has not been adéquate and in compliance with the 4-30-14
Settlement Agreement.

11 Since the only allegations ever leveled against Petitioners prior to the execution of

the 4-30-14 Settlement Agreement were that Petitioners were vicariously liable for Watkins’



actions, Petitioners rightly assumed that the charges against them would be dismissed by the
ODS after April 30,2014. But on June 20, 2014, the Department attempted to revive the
proceedings against Petitioners by filing a third recommendation styled “Supplemental
Enforcement Division Recommendation” (the “6-20-14 Recommendation™). The very filing of
the 6-20-14 Recommendation was a tacit recognition by the Department that a dismissal of the
charges against Petitioners would be the necessary qpshot of resolving of the charges against
Watkins. The eleventh-hour 6-20-14 Recommendation sought (i) a permanent suspension of
Southeast and Black in Oklahoma and (ii) a $65,000.00 monetary penélty. The 6-20-14
Recommendation alleged, for the first time, system-wide failures by Southeast to supervise its
agents adequately, where those agents were located, and failure to update Watkins’ ‘addre:ss
information to the Central Registration Depository (“CRD”) maintained by FINRA. By the time
the 6-20-14 Recommendaﬁon had been filed, the Watkins address information had already been
updated on the CRD.

12. Petitioners were stunned by the Department’s motion, filed June 10, 2014, for
leave to file .the belated 6-20-14 Recommendation. That filing made allegations that had never
been made before that date, a date nearly 15 months after the charges against Petitioners were
filed. Petitioners promptly objected to the filing of what amounted to an entirely new case (a)
after so much.ctime had elapsed after the commencement of the claims against Petitioners and (b)
only eight days before the scheduled hearing on the issues raised in the original recommendation,
ie, the 3-26-13 Recomimendation. During this elapsed time, the Department had full disco;very
access to Southeast documents and witnesses and had in fact long since obtained production of

documents from Southeast. A true and copy of the Petitioners’ objection is attached hereto and

marked Exhibit “F.”



13. Over the Petitiongrs’ objection (Ex. F), the 6-20-14 Recommendation was
allowed by order of the Administrator less than twenty-four hours after Petitioners’ objection
was filed with the Administrator and without response from Department counsel.

14. The parties agreed to submit the fact and legal issues to the Administrator on the
record of the briefs, documents, affidavits and deposition testimony on file with the Department.

15. On October 10, 2014, the Administrator issued and filed his “Order to Cease and
Desist and Imposing Monetary Penalty,” a copy of which is attached hereto as Exhibit “G”
(“Administrator’s 10-10-14 Order”). The Administrator’s 10-10-14 Order recommended the
cease and desist order against Petitioners and the monetary penalty that is affirmed in the
Commission’s Final Order.

16.  Inaddition to affirming the Administrator’s 10-10-14 Order, the Commission
found that “Watkins should have been under heightened supervision” (Commission’s Final
Order, F inding of Fact No. 15 at p. 3) and concluded that “associating with an agent who should
be under heightened supervision requires a higher standard of oversight and supervision by the
broker-dealer and its principals.” Commission’s Final Order, Conclusion of Law No. 1 at p. 3.
The record of the proceedings before the Commission reveals; however (a) that Watkins was in
fact under heightened supervision_ prior to the 4-30-14 Settlement Agreement, (b) that neither the
Administrator’s 10-10-14 Order nor any other finding by the Department states that such
heightened supervision was inadequate, (c) that the 4-30-14 Settlement Agreement provided for
heightened supervision in the form of review of Watkins’ operations by an outside consulting
firm approved by the Department (at Watkins’ expense) and (d) that the Department has ﬁever

criticized the adequacy of the post-April 30, 2014 heightened supervision of Watkins’ activities.



17.  The Administrator’s 10-10-14 Order, as affirmed by the Commission’s Final
Order, flatly rejected the harsh sanctions urged upon the Administrator by the Department in.
favor of a cease-and-desist order and a fine one-twelfth of that sought by the Department.
Nevertheless the Administrator’s unwarranted actions that were affirmed by the Commission, if
not set aside, will be reported on Petitioners” CRD iﬁformation and will harm their reputations

with potential customers and in the marketplace at large.

GROUNDS FOR REVERSAL
OF THE COMMISSION’S FINAL ORDER

A. ORDER AFFECTED BY ERROR OF LAW [75 O.S. § 322(1)(d)}

18. The Commission’s Final Order, and the Administrator’s 10-10-14 Order that the
former order affirms, are affected by error of law. See 12 O.S. § 322(1)(d) . Specifically, the
finding that “Southeast and Black willfully failed to comply with the Act and with a rule adopted
under the Act,” is erroneous as a matter of law. The basis for Petitioners’ allegation of legal
error are set forth in their joint brief filed with the Commission on November 20, 2014 at pages
11 through 14 (statement of dispositive facts); 15 through 16 (“Southeast’s delay in reporting
address information and the pendency of this proceeding did not violate any statute or |
regulation™); and 16 through 23 (“Southeast’s supervisory procedures do not violate any statute,
regulation, or NASD/FINRA rule”). A copy of that brief is attached hereto and made a part
hereof as Exhibit “H.” | |

B.  ORDERIN VIOLATION OF CONSTITUTIONAL PROVISIONS
[75 0.S. § 322(1)(a)]

19.  The “cease and desist” ordering paragraphs of the Administfator’s 10-10-14 Order
(Ex. G hereto at p. 6, numbered paragraphs 1 and 2 and p. 7 under the heading “Order”), which

ordering paragraphs are replicated in the Commission’s Final Order (Ex. A at p. 4, numbered



paragraphs 2 and 3 and under the heading “Order”) are so general that is nearly impossible to
determine what exactly the Commission has ordered Petitioners to “cease and desist” from
doing. However, on the face of the two orders, the Commission has purported to order
Petitioners to take actions respecting its agents in all states of the United Sates where Southeast
has agents. Such order violates the United States and Oklahoma Constitutions. Hence the
Commission’s Final Order must be reversed in accordance with 75 O.S.'§ 322 (1)(a). See
discussion in Respondents’ Motion for Summary Disposition, Ex. D hereto, at pp. 4-5 and OKLA.
CONST., ART. I § 1 (“the Constitution of the United States is the supreme law of the land”).

20.  The allegations of paragraphs 22 through 24 hereinbelow, relating to procedural
due process, are incorporated herein and made a part hereof. The facts set forth therein supply
additional bases for reversal of the Commission’s Final Order on the grounds of constitutional
violation, in addition to the grounds of employment of unlawful procedures by the Department.

C.  ORDER IN VIOLATION OF STATUTORY AUTHORITY AND
JURISDICTION [75 O.S. § 322(1)(b)]

21.  The nationwide “cease and desist” order set forth in the Administrator’s 10-10-14
Order and in the Commission’s .Final Order also exceeds the Commission’s statutory authority '
and hence 75 O.S. § 322 (1)(b) mandates reversal of the Commission’s Final Order. See 71 O.S.
§ 1-610 and the discussion in Ex. D at pp. 6-7. |

D. ORDER MADE UPON UNLAWFUL PROCEDURE [75 O.S. § 322(1)(¢)]

©22.  The Administrator’s 10-10-14 Order, as affirmed by the Commission’s Final

Order, was made upon unlawful procedure and in particular in violation of the due process
clauses of the United States and Oklahoma Constitutions, as more fully explicated hereinbelow.

UNITED STATES CONST., Amend. XIV, Sec. 1; OKLA, CONST., Art. II § 7.



23.

show that:

(@)

(b)

24,

The facts and procedural history set forth in paragraphs 3 through 17 hereinabove

The very commencement of these proceedings was arbitrary, punitive and based
upon ultra vires attempts by the Department to exercise jurisdiction and authority
that-exceeded its constitutional and statutory authority.

Rather than acknowledging its error and dismissing these ill-conceived,
jurisdictionally-defective proceedings, the Department -- on the éve of trial of the
only charges that the Department had then leveled against Southeast and Black --
attempted to snatch victory from the jaws of defeat. The Department took these
actions arbitrarily -- without the fundamental fairness due United States citizens
who deal with the state and federal governments -- by converting the original
proceedings into an attack on Southeast’s system-wide, i.e., nationwide,
“supervisory ﬁrocedures.” Such procedures in fact violate no Oklahoma statute or

regulation and such procedures have repeatedly survived scrutiny from the United

States Securities and Exchange Commission and from FINRA. See discussion in

Ex. H hereto at pp. 16-22.

The actions by the Department alleged in this Part D, and the approval of suéh

actions by the Commission in the Commission’s Final Order, compel the inference that the

continuation of the proceedings before the Commission from and after June 20,2014 was

arbitrary and capricious and hence in contravention of Plaintiff’s procedural due process rights.

10



See Joint Anti-Fascist Refugee Comm. v. McGrath, 341 U.S. 123, 163, 71 S. Ct. 624, 95 L. Ed.
817 (1951)(procedural due process requires that an appropriate governmental determination
1'esu1£ from a “process of reasoning” and not an “arbitrary fiat contrary to the known facts”).

E. ARBITRARY AND CAPRICIOUS ORDER [75 O.S. § 322(1)(f)]

25.  The allegations of paragraphs 23 and 24 hereinabove are incorporated in and
made a part of this Part E of the Petitioners’ Grounds for Reversal of the Commission’s Final
Order.

26. In the alternative to the grounds asserted in Part D above, the Commission’s Final
Order and the actions described in this Petition that culminated in such order were arbitrary and
capricious within the meaning of 75 O.S. § 322(1)(D).

F.  CLEARLY ERRONEOUS ORDER IN VIEW OF THE RELIABLE,

MATERIAL, PROBATIVE, AND SUBSTANTIAL COMPETENT
EVIDENCE [75 O.S. § 322(1)(¢)]

27.  Ttisnot clear if the Commission’s Fact Finding No. 15 and Legal Conclusion No.
1 (described in paragraph 16 above) contributed to the Commission’s affirmance of the cease and
desist order and/or the monetary penalty in the Administrator’s 10-10-14 Order. To the extegt
that the relief granted against Petitioners was predicated, in whole or in part, upon the
Commission’s ruling in Fact Finding No. 15 and Legal Conclﬁsion No. 1, such ruling

contravenes the reliable, material, probative, and substantial competent evidence before the

Commission, for the reasons set forth in paragraph 16 hereinabove.

11



REQUEST FOR RELIEF
WHEREFORE, Petitioners pray: |
(A)  that the Commission’s Final Ordel;, in accordance with 75 O.S. § 322(1), be set
aside or, in the alternative, that such order be modified appropriately or, in the further alternative,
that such order be reversed and remanded to the Commission with appropriate directives to
cofrect the order in accordance with this Court’s instructions; and

(B)  for such other and further relief as may be appropriate.

[ A .
Patridkc ©. Waddel, OBA #9254
J-Pavid Jorgenson, OBA #4839
SNEED LANG PC

One West Third Street, Suite 1700
Tulsa, OK 74103

(918) 588-1313

(918) 588-1314 Facsimile

Attorneys for Frank H. Black and Southeast
Investments, N.C. Inc.

12









S5TATE OF OKLAHOMA
OKLAHOMA SECURITIES COMMISSION
THE FIRST NATIONAL CENTER

120 NORTH ROBINSON, SUITE 860 s /Y j
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IN THE MATTER OF: | ~ &
S
NE P ff"/
SOUTHEAST INVESTMENTS, N.C. INC. and C P
FRANK 1. BLACK,
Appellants,
0SC 15-001

OKLAHOMA DEPARTMENT OF SECURITIES
ex rel IRVING L. FAUGHT, ADMINISTRATOR,

Appellee.

COMMISSION'S FINAL ORDER

On March 26, 2013, the Enforcement Division of the Oldahoma Department of
Securities (Department) filed a recommendation under the Oklahoma Uniform Securities
Act of 2004 (Act), Okla. Stat. tit. 71, §§ 1-101 through [-701 (2011), alleging that
Rodney Larry Watkins, Jr. (Watking) violated a previous order of the Administrator of |
the Depariment (Administrator) by transacting business in and/or from the state of
Oklahoma as an agent without the benefit of registration under the Act and that Frank H.
Black (Black) and Southeast Investments, N.C. Inc. (Southeast) failed to supervise
Watkins in violation of 660:11-5-42 of the Rules of the Oklahoma Securities Commission
and the Administrator of the Department of Securities (Rules), Okla. Admin. Code §§
660:1-1-1 through 660:25-7-1 (2013 Recommendation). |

On June 20, 2014, the Department supplemented its 2013 Recommendation to
aflege that Southeast failed to establish, maintain and enforce writlen procedures that
enable Southeast to properly supervise the activities of Southeast’s registered agents and
assoclated persons to assure compliance with applicable securities laws, rules, and
regulations.

On October 10, 2014, the Administrator issued a final order against Southeast and
Black (Administrator’s Order). The Administrator ordersd Southeast and Black to cease
and desist from violations of the Act, to wit: failing to establish, maintain and/or enforce
supervisory procedures to enable Southeast to assure compliance with applicable




securities laws. The Administrator further ordered Southeast and Black to pay a
monetary penalty in the amount of $5,000 to the Department within ninety (90) days of
the date of the Administrator’s Order,

On October 24, 2014, Southeast and Black (collectively, the “Appellants™) filed a
petition for review by the Oklahoma Securities Commission (Commission} of the
Administrator’s Qrder pursuant to Seéction 1-609 of the Act and 660:1-5-1 of the Rules
(Petition). On November 20, 2014, Appellants filed thelr brief in support of their pelition
and requested oral argument before the Comunission. The Administrator filed his brief on
December 5, 2014, With proper notice having been given, the Commission heard oral
argument by Appellants and the Administrator commencing at 10:00 am. on December
18,2014,

After reviewing the Petition, the record on which the Administratar’s Order was
issued, and the written briefs submitted by the Appellants and the Administrator, the
Commission makes the following Findings of Fact and Conclusions of Law:

FINDINGS OF FACT

3

1. Southeast became registered under the Act as a broker-dealer on May §,
2009, and has been a member of the Financial Industry Regulation Authority (FINRA)
since July 1, 1997.

2. Black, a South Carolina resident, is the owner and control person of

Southeast. In addition to these duties, Black is Southeast’s Chief Compliance Officer,
Financial and Operations Principal, and “Designated Supervisory Principal” {the title
used to designate particular authority and responsibilities in Southeast’s writien
supervisory procedures dated August 2013 (WS3Ps)). Black is not and has pot been
registered under the Act in any capacity.
3. Watkins was first registered as an agent under the Act in December 1998.
From March 2009 until October 2011, Watkins was registered as an agent of Ameriprise
Finapcial Services, Inc, (AFS). Watkins was allowed to resign as a result of an internal
AFS investigation. AFS filed & Uniform Termination Notice for Securities Industry
Registration (Form U-3}) with the Central Registration Depository (CRD) stating that
Watkins had violated the firm’s policies relating to “discretionary power; unacceptable
activities/transactions; pre-signed forms and applications; forgery, signature stamps and
other signature issues; [and] annnity overview.” Watkins became an agent of Southeast
in February of 2012 and designated an address in Tulsa, Oklahoma, as his business
address.

4, Southeast’s principal place of business located in Charlotte, North
Carolina, is designated as Watkins® office of supervisory jurisdiction.

5. Black is responsible for directly supervising all of Southeast's
approximately one hundred and forty-five (145) agents as well as its associated persons
from Southeast’s principal place of business.

[



é. The Southeast agents are peographically dispersed throughout the United
States. mostly in one or two-agent offices. Many of the agents are held out to be
independent contractors who conduct outside business activities,

7. For purposes of supervision, Southeast does not maintain a system of
branch offices or regional offices of supervisory jurisdiction, but instead relies entirely on
Black, individually, to supervise all agents other than himself.

: The WSPs provide that Southeast and Black must report to CRD any
disclosable event, including administrative actions, within ten (10} days of the event.

9, Southeast and Black did not timely teport the proceeding on the 2013
Recommendation on CRD with regards 1o Watkins.

10.  When Southeast and Black did report the 2013 Recommendation, the
filing was inacourate as to the date, the basis and the conditions of the action.

11, In June 2013, Watkins directed Southeast to updale his business and
residential addresses on CRD. Neither Southeast nor Black updated Watking” business
and residential addresses until November 2013, leaving Watking' CRD profile inaccurate
during this period. '

12, The WSPs provide that Southeast’s agents shall complete order tickets and
gubmit them to Black for approval.

13. Contrary to the WSPs, Southeast’s agents do not complete arder tickets,
but instead call in orders over the phone to one or more of Southeast’s employees i the
firm*s Charlotie, North Carolina office.

14,  The WSPs provide fhat Southeast will conduct annual complance
interviews with each of its agents and maintain a record of all intervisws. Appellants
have not submitted any record of compliance inferviews with Watkins and Lamar
Guillory, a Southeast agent located in Oklahoma, even though there were two separate
discovery requests for such records.

15, Watkins should have been under heightened supervision during the period
in which Southeast and Black failed to enforce the WSPs as to: (a) the timely update of
business and residential addresses on CRD; (b) the timely and accurate disclosure of
adminisirative actions on CRD; (¢) the completion of order tickets: and (d) the annual
compliance interviews.

CONCLUSIONS OF LAW

L, Associating with an agent who should be under heightened supervision
requires 4 higher standard of oversight ‘and supervision by the broker-dealer and its
principals.



2 Southeast failed to establish, maintain and/or enforce supervisory
procedures to enable the fim to assure compliance with applicable securities laws in
violation of 660:11-5-42(b)(22) of the Rules.

3 Black failed to enforce supervisory precedures to assure compliance with
applicable securities laws in violation of 660:11-5-42(5)(22} of the Rules.

4, Southeast and Black failed to promptly file a correcting amendment of
Watkins® change of address and the filing of the 2013 Recommendation on March 26,
2013,

5. Southeast and Black willfully failed to eomply witl the Act and with a
rule adopted under the Act. Such conduct constitutes dishonest and vnethical practices in
the securities business.

a. It is proper, just and equitable that Southeast and Black be required to take
the necessary steps to come into compliance with the Act and Rules.

7. It is proper, just and equitable that a civil penalty be imposed against
Southeast and Black.

ORDER

IT IS HEREBY ORDERED under Section 1-609 of the Act that Southeast and
Black cease and desist from their violations of failing to establish, maintain and/or
enforce supervisory procedures to enable the firm to assure compliance with applicable
securities laws, and thal Scutheast and Black jointly pay a monetary penalty in the
amount of $5,000 to the Department, by cashier’s check or money order within mnety
(90) days of the date of the Administrator’s Order,

WITNESS My Hand and the Official Seal of the Oklahoma Securities
Commission this 22" day of December, 2014,

2t L

Robert M. Neville, Chairperson
Oklahoma Securities Commission




CERTIFICATE OF SERVICE

The undersigned hereby certifies that on theddnd day of December, 2014, tue
and carrect copies of the above and foregoing Commission's Finel Order were sent in the
following manner to the specified individuals:

By electronic mail, and by mail with postage prepaid thereon, to:

Patrick O. Waddel, OBA #9254
3. David Jorgenson, OBA #4839
1700 Williams Center Tower
One W. 3rd St.

Tulsa OK 74103-3522
pwaddeli@sneedlang.com
Attorneys for Appellants

By electronic mail to:

Irving L. Faught, Administrator
Okiahoma Department of Securities
120 North Robinson, Sutte. 860
Oldahoma City OK 73102
ifaughy@securities.ok.gov

\A nuo Q‘g@xﬁm

Brenda London













STATE OF OKLAHOMA
DEPARTMENT CF SECURITIES
THE FIRST NATIONAL CGENTER

120 N. ROBINSON, SUITE 860
OKLAHOMA CITY, OKLAHOMA 73102

in the Matter of:
Rodney Larry Watkins, Jr. (CRD #3081838),

Respondent. ODS File No. 12-058

ORDER

Pursuant to Section 1-602 of the Oklahoma Uniform Securities Act of 2004
(“Act”), Okla. Stat. tit. 71, §§ 1-101 through 1-701 (2011), and 660:11-5-43 of the Rules
of the Oklahoma Securities Commission and the Administrator of the Department of
Securities ("Rules”) (effective July 1, 2007), Ckla. Admin. Code §§ 660:1-1-1 through
660:25-7-1, the Oklahoma Depariment of Securities (Department) conducted an
investigation of certain activities of Rodney Larry Watkins, Jr. (Watkins) in connection
with the offer and/or sale of securities in and/or from Oklahoma. Based thereon, an
Enforcement Division Recommendation (Recommendation) was filed with the
Administrator on March 29, 2012. The Recommendation is incorporated herein by
reference. Respondent’s Response to the Enforcement Division Recommendation was
filed on May 15, 2012.

In order to resolve this matter, Respondent voluntarily entered into the
Agreement attached hereto as "Exhibit A” and incorporated herein by reference
(“Agreement”).

This Order is issued pursuant to Section 1-411 of the Act, 6680:2-5-3 of the Rules,
and ltem 2 of the Agreement. For purposes of this Order, the Administrator adopts the
following findings and/or conclusions: (1) through his execution of the Agreement,
Respondent consented to the entry of this Order; (2) the issuance of this Order is in the
public interest and for the protection of investors and is consistent with the purposes
intended by the Act; and (3) the Administrator is authorized by law to issue this Order.

NOW THEREFORE IT IS HEREBY ORDERED that the Agreement is approved,
effective and binding on all parties to such Agreement. ’

IT IS FURTHER ORDERED that Respondent shall not offer and/or sell any
security as defined by Section 1-102 of the Act in and/or from the state of Oklahoma for
a period of nine months, Such period shall retroactively begin on November 25, 2011,
and end on August 26, 2012. This bar would apply to the transaction of business on or




before August 26, 2012, in and/or from the state as a broker-dealer, broker-dealer
agent, issuer agent, investment adviser, and/or investment adviser representative, as
such terms. are defined in Section 1-102 of the Act.

IT IS FURTHER ORDERED that Respondent shall pay @ monetary penalty in the
amount of $2,500 to the Department, by cashier’s. check or money order, that shall be
due and payable prior to or contemporaneously with his registration under the Act as a
broker-dealer, broker-dealer-agent, issuer agent, investment adviser and/ar investment
adviser representative.

IT IS FURTHER ORDERED that, for a period of three years from the date hereof,
any registration by Respondent. under the Act, or a successor act, shall be conditioned
on a Department approved heightened supervision plan relating to Respondent
presented by his affiliated broker-dealer and/or investment adviser. The heightened
supervision plan shall inciude;, but not be limited to, daily, on-site supervision of
Respondent.

[T IS FURTHER ORDERED that Respondent shall at all times comply ‘with all
provisions of the Act and Rules, and successors of the Act and Rules, in-connection
with offers and/or sales of securities in and/or from the state of Oklahoma.

Witness my Hand and the Official Seal of the Gklahoma Department of Securities
on this 29th day of August, 2012. '

(SEAL) A/lm.

Irvin%ﬁ?éﬁgh@?&%ﬁinistrator of the

Oklaffofna Department of Securities



FILED @
AUG Z 8§ 201

- by the

‘ Administrator

STATE OF OKLAHOMA
DEPARTMENT OF SECURITIES
THE FIRST NATIONAL CENTER

120 N. ROBINSON, SUITE 860
OKLAHOMA CITY, OCKLAHOMA 73102

In the Matter of:
Rodney Larry Watkins, Jr. (CRD #3091936),

Respondent. QDS File No. 12-058

AGREEMENT

THIS AGREEMENT is entered into between Rodney Larry Watkins, Jr.
(“Respondent”) and the Administrator ("Administrator) of the Oklahoma Department of
Securities (“Department”) as of the Effective Date set forth below.

Pursuant to Section 1-602 of the Oklahoma Uniform Securities Act of 2004
(“Act’), Okla. Stat. tit. 71, §§ 1-101 through 1-701 (2011), and 660:11-6-43 of the Rules
of the Oklahoma Securities Commission and the Administrator of the Department of
Securities ("Rules”) (effective July 1, 2007), Ckla. Admin. Code §§ 660:1-1-1 through
660:25-7-1, the Cklahoma Department of Securities (Department) conducted an
investigation of certain activities of Rodney Larry Watkins, Jr: (Watkins) in connection
with the offer and/or sale of securities in and/or from Cklahoma. Based thereon, an
Enforcement Division Recommendation (Recocmmendation) was filed with the
Administrator on March 29, 2012. Respondent’s Response fo Enforcement Division
Recommendation was filed on May 15, 2012, :

Respondent desires to settle this matter expeditiously without the adjudication of
any issue of faw or fact and in a manner consistent with the purposes fairly intended by
the policies and provisions of the Act.

Respondent represents that he has not offered or sold a security or transacted
business in and/or from the state as a broker-dealer, broker-dealer agent, issuer agent,
investment adviser, and/or investment adviser representative, as such terms are
defined in Section 1-102 of the Act, since November 25, 2011.

The undersigned parties hereto agree as follows:

1. Jurisdiction. The Administrater has jurisdiction over Respondent and the
subject matter of this action.

2. Order. The Administrator shalt issue the order relating to Respéndent in
. the form attached hereto as “Aftachment A" (the "Order”).

EXHIBIT “A®



3. Failure to Comply. Should Respondent fail to comply with the terms of
this Agreement and/or the Order in any material respect or if Respondent has made any
false or misleading statements to the Department in connection with this matter, the
Department may initiate an action against Respondent as authorized by the Act.

4. Waiver. Respondent waives his right to a hearing as provided by the Act,
the Rules, and the Oklahoma Administrative Procedures Act, and any right to appeal.

5. No Coercion. Respondent enters into this Agreement voluntarily and
without any duress, undue influence or coercion by the Administrator, any employee of
the Departrment, or any member of the Oklahoma Securities Commission.

8. Limitation on the Agreement. Nothing in this Agreement shall prohibit
the Administrator from furnishing information to any other properly constituted agency or
authority. In the event any other agency or authority commences an action in
connection with information obtained by the Administrator against Respondent, the
Administrator may assist in such action as authorized by law.

7. Entire Agreement. This writing constitufes the entire agreement of the
parties with respect to the subject matter hereof and supersedes any and all prior
contemperaneous agreements, representations and understanding of the parties. No
supplement, modification or amendment to this Agreement shall be binding unless
exacuted in writing by each of the parties hereto.

8. Effective Date. This Agreement shall be in effect as of the date on which
it is signed by the Administrator as set_ forth below his signature hereto.

9. Applicability. This Agreement applies only to the alleged activities of
Respondent as set forth in the Recommendation, and to no others.

IN WITNESS WHEREGQCF, the parties have executed this Agreement as of the
date and year set forth below their sighatures hersto.

RODNEY LARRY WATKINS, JR.

7/4%;7

Date: %\ / .

OKLAHOMA DEPARTMENT OF SECURITIES

oy e )

Irving L. Faug Admim

Date: August 29, 2012
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STATE OF OKLAHOMA
DEPARTMENT OF SECURITIES
FIRST NATIONAL CENTER, SUITE 860

120 NORTH ROBINSON y
OKLAHOMA CITY, OKLAHOMA M EILED
‘ ' ‘ ’ APR 30 201
In the Matter of by the

Administrator

Rodney Larry Watkins, Jr. (CRD.#3091936);
Southeast Investments, N.C. Inc. (CRD #43035); and
Frank H. Black (CRD #22451];

Respondents. _ QDS File No. 12-058

AGREEMENT OF RESPONDENT
RODNEY LARRY WATKIENS, JR.

. THIS AGREEMENT is entered into between Rodney Larry Watkins, Jr. (“Watkins™)
and the Administrator (“Administrator”) of the Oklahoma Department of Securities
(“Department™) as of the Bffective Date set forth below.

Pursuant to the Oklahoma Uniform Securities Act of 2004 (“Act”™), Okla. Stat. fit. 71, §§
1-101 through 1-701 (2011), and the Rules of the Oklahoma Securities Comnission and the
Administrator of the Department of Securities, Okla. Admin. Code §§ 660:1-1-1 through 660:25-
7-1 (*Oklahoma Rules”), the Department conducted an investigation into certain activities of
Watkins, Southeast Investments, N.C. Inc. (“Southeast”), and Frank H. Black (“Black”)
(collectively “Respondents™) in connection with the offer and/or sale of securifies in and/or from
Oklahoma. ‘ '

As a result of the investigation, the Enforcement Division of the Department
(“Bnforcement Division”) recommended that the Administrator sanction Respondents
(“Recommendation”). : :

On March 29, 2013 the Administrator issued a Notice of Opportunity for Hearing

. (*Notice™) allowing Respondents twenty (20) days after service of the Notice to request a

_hearing on the Recommendation. On Aprl 15, 2013, Watkins filed a Request for Hearing with
the Administrator. . ' _

Watkins desires to expeditiously settle this matter prior to a hearing and without the

adjudication of any issue of law or fact " Watkins voluntarily waives his right to a hearing
provided by the Act, the leahoma Rules, and the Oklahoma Admimistrative Procedures Act.

NOW THEREFORE, the undersigned parties hereto agree as follows:

EXHIBIT

N =




1.

B Independent Compliance Consultant

A. Watlans shall retain, within thirty (30) days of the Effective Date of this

Agreement, at his expense or the expense of his affiliated broker-dealer and/or
investment adviser, an Independent Compliance Consultant zcceptable to the

- Administrator, to pérform monthly reviews of the activities' of Respondent

Watkins for a period of three (3) years. Watkins shall require the Independent
Compliance Consultant to also perform quarterly on-site inspections, that shall
be comparable to a branch office audit, of activities of Watkins for a period of
three (3) years. The Independent Compliance Consultant shall have access to
all files, books, and records of Watkins, and personnel associated with
Watkins. Watkins shall cooperate fully with the Independent Compliance
Consultant. . . :

. In connection with each on-site inspection, Watkins shall require the

Independent Compliance Consultant to review ail broker-dealer agent and
investment adviser representative activities and  services performed by
Watkins and any other broker-dealer agent and or imvestment adviser
representative affiliated or associated with Watkins.

. In- comnection with each on-site inspection, Watkins shall require the
' Independent Compliance Consultant to evaluate Watkins® comphance with the

existing policies, procedures, and internal controls of Watkins® affiliated
broker-dealer and/or Imvestment adviser. Watkins shall require the
Independent Compliance Consultant to immediately report to the
Administrator any deficiencies in the policies, procedures, and internal control
of Watkins® affiliated broker-dealer and/or investment adviser.

. At the conclusion of each calendar quarter, Watkins shall require the

Independent Compliance Consultant to send a report to himself and his
affiliated broker-dealer and/or investment adviser. Watkins shall require the
Independent Compliance Consultant send a report to the Administrator on an
ammueal basis within 30 days of the Effective Date of this Agreement.

. Watkins shall adopt all recommendations made by the Independent

Compliance Consultant. Watkins shall require the Independent Compliance
Consultant as part.of their monthly reviews and quarterly on-site inspections
to evaluate his subsequent compliance with such recormmendations.

* Diseretionary Anthority

Watkins shall not be allowed to exercise discretionary authority in any broker-
" dealer or investment adviser client account for a period of five (5) years.



w

CRD Amendments

A. Watkins, within five (5) days of the Effective Date of this Agreement, shall
update his Form U-4 by causing an amendment to be filed by Southeast on the
Central Registration Depository (CRD) System disclosing his current office
location, residential address, accurate reflections of all outside business
activities, and this action by the Department.

B.. Watkins shall cause an amendment to be filed to accurately reflect any future
changes of previously reported answers within ten (10) days of the change.

Previeus Order

Compliance with the terms of this Agreement shall be considered compliance
with the August.29, 2012 Order of the Administrator relating to the requirements

. for the heightened supervmon of Respondent Watkins.

‘Watkins’ Registration

Upon the Effective Date of this Aoreement Watkins” pending registration as an
agent of Southeast shall be made effective. -

Entire Agreement; Amendment

This writing constitutes the entire agreement of the parties with respect to the
subject matter hereof and supersedes any and all prior and contemporaneous
agreements, Tepresentations, and understandings of the parties. No supplement,
modification, or amendment to this Agreement shall be binding un]ess executed in
writing by each of the partles hereto. -

- Failure to Coemply

Should Watkins fail to comply with the terins of this Agreement in any material
respect or if Watkins has made any false or misleading statements to the
Department in connection with this matter, the Department may injtiate an action
as suthorized by the Act.

Limitation on Agreement

Nothing in this Agreement shall prohibit the Administrator from conducting

future examinations of any office of Watkins. Nothing in this Agreement shall.
-prohibit the Administrator from furnishing information to any other properly '

constituted agency or authority. In the event any other agency or authority
commences an action in commection with information obtained by the
Administrator against Watkins, the Administrator may assist in such actions as
authorized by law.



9. Effective Date

This Agreement shall be effective as of the date on which it is signed by the
Admimistrator as set forth below his signature hereto.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date and -
year set forth below their signatures hereto.

ROD%S /é é
Date: A@{H BO 9@

Address: LHQ iﬂs‘é (QT(" SP‘/CE‘(_
Tulsa, Oklahema TH)9

OKLAHE;&A DEPAR NT OF SECURITIES

By:  OWWA QJ\
Irving L. Fau%; Ad.mmstraio
Date: ~ April 30, 2D14




Brenda Lonﬁon '

rom: | Brenda London

" Sent: Wednesday, April 30, 2014 11:31 AM
To: pwaddel@sneedlang.com; ‘David Jorgenson’; Amanda Cormnmesser; Jennifer Shaw
Subject: © Rodney Watkins ODS 12-058
Attachments: Agmt_RodneyWatkins_12-058.pdf -

Attached is the Agreement of Respondent Roa’ney Larry Watkins, Jr. signed by Mr. Watkins and the
Administrator of the Department.

Thank you

Brenda London

Paralegal

OK Department of Securities
First National Center Ste 860
120 N Robinson

Oklahoma City OK 73102
blondon@securities.ok.gov
(405) 280-7700

(405) 280-7742 Fax













STATE OF OKLAHOMA
DEPARTMENT OF SECURITIES
THE FIRST NATIONAL CENTER -

120 N. ROBINSON, SUITE 860
OKLAHOMA CITY, OKLAHOMA 73102

In the Matter of:

Rodney Larry Watkins, Jr. (CRD #3091936);
Southeast Investments, N.C, Inc. (CRD #43035); and
Frank H. Black (CRD #22451);

Respondents, ODS File No. 12-058

RESPONDENTS’ RESPONSE AND OBJECTION
TO THE DEPARTMENT’S MOTION FOR
LEAVE TO SUPPLEMENT RECOMMMENDATION

Respondents Southeast Investments, N.C. Inc. (“Séutheas‘{”) and Frank Black (“Black™)
object to the Deparﬁnent’s Motion for Leave to Supplement Recommendation filed }ﬁne 10,
2014 (“Motion to Supplement’) emd‘ in support of such objection would show the Administrator
as follows:

1. | The original Enforcement Division Recommendation was filed herein on March,
26,2013 (“Original Recomméndation” or "Orig. Rec.”), some 15 months ago. The Original
Recommendation levelea no broad allegations against Souﬁleést relafed 10 training and
supervision of its entire, nationwide complement of agents. The Original Recommendation
alleged only that the transactions activiﬁy of Rodney L. Watkins, Jr. (°;\X7 atkins™) (which. activity
éllegedly violated the Commission’s ordér of August 29, 2012) was “executed through Soﬁtheaét
and approved by Black.” Orig. Rec.at 4, J25. See also id at 8, 9§ 2-3. Plainly the Deparhneﬁt’s

entire “case” against Southeast and Black was predicated on (i) vicarious responsibility for




Watkins® actions and (i1) failure to supewise Watkins alone by (allegedly) allowing him to
transact securities business in Oklahoma. The Department’s allegations againét Waﬂcins Wers
themselves, Southeast respectfully subﬁts, contrary to the overwhelming weight of the evidence
already adduced to the Administrator.” |
2; On May 14, 2014, almbst fourteen months afte;r the Original Recommendation
was filed, the Department’s counsel took Biack’s deposition. The Department asked for and
received an expedited transcript, copies-of which were delivered to all parties the next day, May
15, 2014. The transcript is all of 65 pages long.
3. - OnJune 10, 2014, twenty-six days aftér delivery of the Black deposition
“transeript and thirteen days before the then-scheduled evidentiar_y heariﬁg, the Department filed
the Motion to Supplement. The proposed “Supplemental Enforcement Division |
Recommendation” (“Supplemental Recommendation” or “Supp. Rec.”) attached to the mof[iog,
.on its face, converts this proceeding into an entirely new case based upon an entirely new theory.
4, There was no order of the Administrator and no other restriction that prevented
the Department from deposing Black in 20/3. The Department’s delays are not excusable and its
‘eleventh-hour filing of newly-minted, trumped-up charges against‘Southeast and Black should

not be countenanced.

! See Respondent’s Motion for Summary Disposition filed Dec. 2; 2013. The Department’s
response to that motion offers no real rebuttal evidence conceming Watkins® testimony - and the
customer affidavits regarding the in-person transactions - showing that the transactions occurred
in Texas. Instead, the Department countered with innuendo concerning Watkins® credibility and
by arguing a “nexus” theory that would allow the Comumission to discipline Watkins, even if the
actual sales/purchase activities occurred outside Oklahoma. See Department’s Response to
Respondents® Motion for Summary Disposition filed Feb. 23, 2014, especially at pp. 14-20.

2



5. By the Su.?plemental Recommendation, _the Department once again seeks to step
ouﬁidc its own' jﬁrisdic’cional boundaries. Southeast is regulated by the other states wh;ere
Southeast has agents, as well as by the United States Securities and Exchange Commission. The
SEC regulates not only broker-dealers like Southeast, but also the nongovernmental
organization, the Financial Industry Regulatory Authority (FINRA). FINRA in turn polices
Southeast and perfonns regular audits and reviews of Southeast. Southeést’js super\}i sionand
training of non-Oklahoma brokers is the concern of the other s.tateé,,of the SEC, and of FINRA,
not the Oklahoma Department c;f Securities. Again, the Department s'imply does not have
jurisdiction over extraterritorial activities. |

6 . Guillory sells mostly insurance products and only a handful of securities annually.
The parties have resolved the Department’s claims against Watkins and his securities license has
been rein_sfated. In light of that outcome, it was not clear to Southeast or its couﬁsel (prior to the
filing of the Motion to Supplement) why the original “supervision” case was not treated as moot.
Guillory has never been charged with, or even accused of, any substantive violation of any kind.
Neither does the Supplemental Ré‘commendaﬁon péint to amy speciﬁc'faﬂure to supervise o
Guillory with respect to any particular sale or purchaée t%ansaction, Indeed, the Department well

“knows that there is no evidence of any customer complaint ;r any substantive wrong co.mmitted
by Guillory — or for that matter, Watkins -- related m any way 1o any‘ custoﬁer ’tr_ansactiox_l. And,
of course, the Original Recommendation made no aﬂegaﬁgn that Southeast had failedAto
supervise Guillory adequately. He ié ‘not even.mentioned in the Original Recommendation.

7. Guillory’s name appears exactly twice in the Supplemental Reoommendation, The

-Department}alleges (1) that Southeast has not provided it a copy of a compliance interview of



Guillory and (ii) that Southeast has not requested or received copies of Guillory’s e—mz_lﬂs. Supp.
Rec. at Y 34, 38." In that connection, a copy of Guillory’s Si—Annual Certification of
Representative’s Declaration to Supervisory \Ofﬁceis attached hereto as Exhibit “A”
 (“Declaration”). The actual testimony is that Southeast doles not réquire su.bmiss:ion of broker e-
mails relafed to persoﬁa[ maltters or non-securities business. See Exhibit “B” hereto (Registered
Representative’s e-mail ac}cnowledgement form, signed by Lamar Guilldry). The teét‘imony also
has been that ;:nany brokers do not use e-mail 70 cémmunz’céz‘e with or transact business with
their clienZS':2 Among those brokers is Lamar Guillory. Guillory testified that while Southeast ‘
requires he send coﬁies of all e-mails to clients regarding securities transactions, he does not
provide his “e—mgils” becanse he doés not communicaée with his clients via e-mail; hence none
of his e-mails are relevant to supervision or anything else having to do with Southeast’s business.
Guillory in fact certifies the fact that he does not communicate with clients via e-mail in his
" Declaration. See Ex. A hereto at “Page 37 and Exhibit B.

8. Southeast and Black will réspond to the speciﬁc' substantive aﬂegaﬁons of the
Supplemental Recommendation if and when the Administrator grants the Motion to Supplement.

It is clear, however, that even on their face and even if every allegation were taken as true, the

2 The Department’s allegation, based on an obvious misunderstanding of Black’s testimony, that
Black has testified that only “twenty-seven . . . of Southeast’s [145] agents use e-mail” js absurd
on its face in the year 2014. What Black obviously meant was that only 27 use e-mail fo
commumicate with their clients. The others, like Black himself (as he also testified) use the mail,
delivery services and the telephone. The Department’s suggestion that Southeast agents could
not have received the Southeast WSP by e-mail is nisible.



allegations of the Supplemental Reooﬁmendation ada up to very littie.> The Department, in
effect, ailegés that Southeast does not follow its own, quite strict, Written Sﬁ;ﬁervisory
Procedures (“WSP”)‘ to the absolute, draconian letter, nof that Southeast fails to abide by any
regulatory requirements. The Supplemental Recommendation, when it gets to its legal
“analysis,” simply éuotes the regulations verbatim, then malkes the ipse dixif pronouncement that
the same were not follo‘wed. See Sﬁpp. Rec. at “Conclusions of Law” ¥ 8, 9 (unnumbered
page). .

9. The Supplemental Recommendation makes no attempt to apply the substance of
the (very generahzed)i regulations to the substantive conduct of Southeast or Black. Instead the
Department measures the alleged deficient conduct — none of which has resulted in any wrong of
any kind {o any Southeast customer — by the standard of Southeast’s own WSP. The reality is |
that every transaction is in fact reviewed and approved by Black. All orders are called in to the
home office and actually placed from there. Black or personnel that report to him see every

order before it is even placed! Every Southeast customer is in fact subjected to a suitability

? An objective observer must ask: if the kind of supposed supervisory deficiencies alleged at the
eleventh hour were of such momentous significance — if such deficiencies actually impacted the
investing public in any meaningful way — why did the Department wait /4 months to
“Investigate” these matters? The Original Recommendation, filed in March, 2013, alleged that

_ Southeast failed to supervise Watkins properly, so supervision is not a new subject. It is difficult
not to conchude that the Department, deprived of a bona fide case on the merits (there never were
any Oklahoma activities and hence there never was any “failure to supervise” Watkins), is
grasping for some kind of case — any kind of case -- to substitute for what it mistakenly believed
was 1ts real case,



review when he or shé opens a Southeast account, That review need not be repleated every time
the same customer buys a share of stock, although Southeast in fact spot-checks individual
orders with regard to customer suitabihity.4 ‘The WSP is in fact distributed by e-mail to all of the
brokers and the brokers do in fact submit their “Bianmual Declarations to Supervisory Office” as
required — “required,” that is, by Southeast’s own WSP, but not by ény specific Iegulation..s

CONCLUSION

i

As ani example of the kind of generality employed by the Commiésion’s Rules, Section

660:11-5-42 (b)(22)(D) provides that each broker-dealer “shall review the activities of éach

office . . to detect and prevent irregularities aﬁd abuses. ...” The regulations ciuite Iightly
concern themselves with pre-ventiﬁg bad outcomes that stem from lax supervision - outcomes
that impact the investing public adversely. Where are the irfegularities and abﬁses here? The
Department, in this entire, overheated, protracted proceeding has never alleged any “Irregularity”
(except in the most pedantic sense of the word) nor certainly any “abuse” by Soptheast. Instead -
it has chosen, after all else has féﬂed, to gin up a case based-on supposed procedural lapses that
have never affected any customer anywhere (to say nothing of any Oklahoma cusiomers).

Further, contrast the violations cited.in the Department’s Origmal Recommendation involving

Watkins’ tenure at Ameriprise over a two-year period with the action in this proceeding not

* It is noteworthy that FINRA rules require only a sampling inspection of order tickets, customer
correspondence and e-mails,

5 An example of the supervision administered by Southeast and Black 1s set forth in the letter
dated July 6, 2012 that is attached hereto as Exhibit “C.” In addition, Southeast enforces the
FINRA requirements for continuing education of registered representatives.

¢ One wonders how many unregistered securities have been sold, how many accounts have been
churned, how many unwitting Oklahoma customers have been sold fractional interests in
"speculative schemes which have no more basis than so many feet of blue sky,” while the
Department’s legal staff worries about whether Lamar Guillory has his personal e-mails
reviewed by Frank Black. See Hall v. Geiger-Jones Co., 242 U.S. 539, 550 (1917).

6



involving any specific substantive violations. Enough is enough. The Motion to Supplement
should be denied and this entire proceeding should be dismissed.

Respectfully submitted,

Dated: June 19,2014 @%&/é &‘Mf%ﬁé

Patrick O. Waddel, OBA #9254

J. David Jorgenson; OBA #4839
SNEED LANG PC

One West Third Street, Suite 1700
Tulsa, OK 74103

(318) 588-1313

(918) 588-1314 Facsimile

Counsel for Rodney L. Watkins, Jr.
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E-MAIL AND ELECTRONIC
COMMUNICATIONS
ACKNOWLEDGEMENT FORM

In accordanice with the FINRA Rule 3010 and the supervisory
procedures set forth by Sotitheast Investraents, N.C., Inc,,
| Lhuma éwamuf , hereby agree to’ have
approved all | securities related correspondencn both written and.
electronic (e-mail, website, etc.) with.my 0SJ Principal. In.
addition, | agree to have all incoming communications from my
customers either writien or electronic (e-mvail, website, eic.)
submitted to my O8J for review.

| will “carbon copy” (CC) my OSJ on ali securities related e-mail
correspondence sent to my clients. | will also CC by forwarding
1o my OSJ Principal copies of all securities refated e-mails
received by me from clients. These e-mails will be CC to
Jeaneﬁe Roberts and Frank B!ackw

A | Yerz2-1e.
Registered Reprase@dtme - « DATE

Dol J)>-]

Zred WRE o [P )]
0SJ Principal ' DATE :

P1 624/08
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4 . 35 SO 820 Tyvola Road, Sulta 1;04
Southeast Investments, N.C. INC.  Chanote, NC 28217
- 704-577-7873 or B00-828-1295

Member FINRA, SIPC o Fax 704-527-2166

lune 6, IZOLZ

Re: Rodney Larry Watkins, Jr. (CRD #3091936)

To Whom it Ma*} Concern:

Southeast Investments has submitted through FINRA to register
 Mr. Watkins with my firm in the State of Oklahoma. Should
Oklahoma grant Mr. Watkins registration, | and Southeast
Investments agree to do the following to supervise Mr. Watkins to
prevent violations of Oklahoma, Federal, FINRA, SEC or other
state regulations and rules as well as those of Southeast
Investments: ‘

1-All registered representatives including Mr. Watkins are
required to forward to the home office all paperwork re opening -
of brokerage account, application for mutual funds or variable
annuities, etc for review and approval. The opening of a
brokerage account can only take place by personnel in the home
office. Applications for mutual funds, variable annuities are sent
directly from the home office to the carriers. |

2-As part of registration with Southeast | nvestments, all
registered representations are recfuired to sign:

a-Form titled SELLING AWAY detailing FINRA Rule and
Southeast’s requirement that written approval be obtained from
the Southea_st Investments Compliance Officer prior to selling any
investment not offered through the Company.




g-Form mﬂed F INRA. RUI £ 3050 requiring registet red.
representat fves signature acknow edg falg e upderstands:all
hrokérage accounts must be throligh Southeast Investments.

"h Form acknowiedgmg receiptof. AML: and Customer
'~}:¥dent Tzcatfo'ﬂ Program procedures with si ighatuire page: sttached _
agreeing o ab ide by the rules. :

i-Form: t;tled SOUTHEAST | N\JESTMENTS N.C.,INC. REQUEST TO
"ENGAGE N OUTSIDE ACTIVITY. requ rig. comp{etlom and
signature.

nvestments
j grders from his (thew}

‘3 Neithe Mr Watk ns nor any Scutheas‘zi’

it / mvestments for executzon

4-pll.documents containing client signatures are required-to be
sent tothe hoing ¢ffice forreview and approval. Part.of the -
revievis to compare the signature versus other documents
sxgned by the client. ’

618 T policy that-clients are sen‘r: copfes of all documents
cofitaini ng the;rs gnature for thelr records, review.and correction
if. need.be. Thisis true of new account documents, change of
address miutual fund and variable annuity apphcaL ions, ett.

All new c_f_:e.,nts of Southeast Investments receive a welcome letter
frofm me Containing a-copy of their new sccount form along with
ahy. other documents containing thelr signature. Thé welcdme
fetter explicitly-asks that they review al| documents for



correctness and asks that they call me personally then or in the
future if they have questions or concerns. .

5-1t is firm policy that all variable annuity contracts be delivered
directly from the respective carriers to the policy holder to assure
prompt delivery of the contract ta the client. -

6-Ir. Watkins will not be permitted to act in a supervisory
capacity.

7-All requests for disbursement of funds must be sent to the main
office for review and approval prior to transmittal to our clearing
firm National Financial Services for issuance of check or wire.
Neither Mr. Watkins, Southeast Investments or any of our
representatives can issue checks.

g-All changes of address requests must be in writing, signed by
the client and sent to Southeast main office for review and
approval prior to transmittal to our clearing firm National
Financial Services. National Financial sends a confirming letter to
the client at both the old and new address for confirmation by the . |
client that new address is correct. -

9-Mr, Watkins will be required to review the firms Written
Supervisory Procedures and discuss in detail each section with the
firms Chief Compliance Officer. |

10-Mr. Watkins will be placed on Heightened Supervision for a

period of not less than 2 (two) years or as long as the state
_ requires. ’



b Form ti'tied EMA UAN’f 'WLCTR@MC C@MMUNICAT}@N'}"FE

C- Formt tled STATEMENT OE ACKNOWLEDGEMENT AND
AFE{RMAT ION-OE THE FIRMY'S POLICIES AND PROCEDURES

CONGERNING THE ANTI-MONEY' U\UNDER NG, REGULATI@NS

d-Fot ﬁﬂéd-‘REPRE‘SENTAﬂvEs DECLARATION TG SUPERWSORY

OFFICE OF SOUTHEAST. This form requires representatives to
initial each Tteri and-sign atthe bottom-agreeing to abide by the,

regu!ator\/ requ rements.
ThiS formis: requxred o pais gned prior 1o regbtratxon

e- Form titied BI-ANNUAL CERTIFICATION OF REPRESENTATNE S
DECLARAT ON TO SUPERVISORY OFFICE. This form reqguires
:’epre<emat ives-to initial each iterniand sign at the batiom
agreei ng to abide by the regutatory requifements of Southeast

‘%nvestments State and Regulatow Authorities and FINRA.

This form isrequired to Be sigried by all regsstered
'representat ivé of Southeast’ona bi-annual basis. Attachment A

titled ANNUAL CERT!. FICATION'OF OUTSIDE BUSINESS

AFEILIATIONS REQUIRES certification and: i gnature

f.page Z.of the Farm titléd B{'-ANNUAL CERTIFICATION QF
REPRESENTAT VE’ 'DECLARATION TO SURERVISORY OFFICE states,
“ have reviewed Section Vi of the Written Supervisory Procedures

for Southeast nvestments regard ng Employee Conduct and

Activ



'-Degpzte the fact that friy Wife owns the Duﬂdmg the main iﬁ lce is
facated in; { domot sitin nordo Lhavea privateroffice, | sit inan
open area’7 ¥ feet from the'Operations Manager; Jeanette,
Roberts; Jeanet’te has.worked for mie for 34.years. My daughter
 Daminidue: sfts. at-a desk approxi matOEy 15 feet directly in front of
" me. The dtherwire:pperator Who,can take orders frorm |
'represemativeg n addmon to jeane‘rte and Domm ique sits

- The fax.machifie for receipt.of faxes is |6¢ated Within 6 festof my:
desk. | persona”y oper the mall each day to View ’che centerits.
We do hot Use voite mail nor do [ allow screemng of iy cal is
anyone wanting to speak with me Slmgﬁy walks in the main dQQt;
and sees me or calls and-speaks to me:.

| take my duties as.Chief Compliance Officer of Southeast
investments seriously to preventviolation of regulatory body:

- rules, protect the public as well as my thorough® understanding

thatthe very existence of the firmcould be jeopardized if rules-

are violated. Since:both | and-three'of ray grown children, 2 nieces

“ahd numerous representat ives are dependent on Southeast to
conduct busihess, | do eves ythmc | gan to €hsure we: followthe
rules. :

Sincerely.
T 5 mx&gcﬁ\ S ML

| FramkH B{ack-CCO




Brenda London

from: Brenda London )

Sent: Thursday, june 19, 2014 4:00 PM

To: pwaddel@sneedlang.com; Irving Faught

Cc: , : Jennifer Shaw; Amanda Cornmesser; Faye Morton

Subject: ' Rodney Watkins ODS 12-058 ,

Attachments: Southeastinv-Black_RespObjToODSMotionForLeaveToSuppRecommendation_
12-058.pdf

Attached is a filed stamped copy of Respondents’ Response and Objection to the Department’s Motion for Leave to
Supplement Recommendation filed with the Administrator on this date. . ‘









STATE OF OKLAHOMA
DEPARTMENT OF SECURITIES
THE FIRST NATIONAL CERNTER

126 NORTH ROBINSON, SUITE 866
OKLAHOMA CITY, OKLAHOMA 73102

In the Matter of;

Rodney Larry Weatkins, Jr. (CRD #3091936);
Southeast Investments, N.C.'Inc. (CRD #43033); and
Frank H. Black (CRD #22451);

Respondents. ODS File No. 12-058

ORDER TGO CEASE AND DESIST AND IMPOSING A CIVIL PENALTY

On March 26, 2013, the Enforcement Division of the Oklahoma Department of Securities
(Department) filed a recommendation under the Oklahoma Uniform Securities Act of 2004
{Act), Olda. Stat. tit. 71, §§ 1-101 through 1-701 (2011), alleging that Rodney Larry Watkins, Jr.
{Watkns) violated a previous order of the Administrator of the Department (Administrator) by
transacting business in and/or from the state of Oklahoma as an agent without the bensfit of
registration under the Act and that Fravk H. Black (Black) and Southeast Investments, N.C. Inc.
(Southeast) failed to supsrvise Watkins in violation of 660:11-5-42 of the Rules of the Cklahoma
Securities Commussion and the Administrator of the Department of Securities (Rules), Okda,
Admin. Code §§ 660:1-1-1 through 660:25-7-1 (2013 Recommendation).

On April 30, 2014, the Department entered into an agreement with Watkins, leaving only
Southeast and Black as parties. In discovery, Southeast and Black provided the Department with
copies of Scutheast’s Wrtien Supervisory Procedures dated August 2013 (WSPs).  The
Department, in April and May of 2014, deposed Black, Watkins, and Lamar Guillory (Guillory),
another agent of Southeast who is located in Oklahoma. On June 20, 2014, the Departrnent
supplemented its 2013 Recommendation fo allege that Southeast failed to establish, maintain and
enforce written procedures that emable Southeast to properly supervise the activities of
Southeast’s registered agents and associated persons to assure compliance with applicable
securities laws, rules, and regulations (Supplemental Recommendation). Black and Southeast
(collectively, Respondents) filed their response to the Supplemental Recommendation on JTuly
15,2014 (Response). The parties have filed various additional pleadings buf ultimately agreed to
submit the case on the documentary record and waived their rights to appear at a hearing,

NOW, THEREFORE, the Administrator hereby enters this Order:

[Py

EXHIBIT




FINDINGS OF FACT

I. Southeast became registered as a broker-dealer on May 8, 2009, under the Act,/
and has been a member of the Financial Industry Regulation Authority (FINRA) since July 1,
1997.

2. Black, a South Carclina resident, is the owner and control person of Southeast. In
addition to these dufies, Black is Southeast’s Chief Compliance Officer, Financial and
Operations. Principal, and “Designated Supervisory Principal” (the title used to designate
particular authority and responsibilities in Southeast’s WSPs). Black is not and has not been
registered under the Act in any capacity.

3. Watkins was first registered as an agent under the Act in December 1998, From
March 2009 until October 2011, Watkins was registered as an agent of Ameriprise Financial
Services, Inc. (AFS). Watkins was allowed to resign as a result of an internal AFS investigation.
AFS filed a Uniform Temmination Notice for Securrities Industry Registration (Form U-5) with
CRD stating that Watkins had violated the firm’s policies relating to “discretionary power;
unacceptable activities/transactions; pre-signed forms and applications; forgery; signature
stamps; and other signature issues and apnuity overview,” Watkins became an agent of
Southeast in February of 2012 and designated an address in. Tulsa, Oklahoma as his business
address.

4. Southeast’s principal place of business located In Charlotte, North Carolina is
designated as Guillory’s and Watkins office of supervisory jurisdiction.

S. Black is responsible for directly supervising all of Southeast’s approximately one
hundred and forty-five (145) agents as well as its associated persons from Southeast’s principal
place of business.

5. The Southeast agents are geographically dispersed throughout the United States,
mostly in one- or two-agent offices. Many of the agents are held out to be independent
contractors who conduct outside business activities. ‘ :

7. For purposes of supervision, Southeast does not maintain a system of branch
offices or regional offices of supervisory jursdiction, but instead relies entirely om Black,
individually, to supervise all agents other than himself.

8. The WSPs provide that Southeast and Black must report to CRD any disclosable
event, including administrative actions, within ten (10) days of the event.

3. Southeast and Black did not timely report the proceeding on the 2013
Recommendation on CRD with regards to Watkins.

10.  When Southeast and Black did report the 2013 Recommendation, the filing was
inaccurate as to the date, the basis and the conditions of the action.

11.  In June 2013, Watkins directed Southeast to update his business and fesidential
addresses on CRD. Nerther Southeast nor Black updated Watkins® business and residential
addresses until November 2013, leaving Watkins’ CRD profile inaccurate during this period.

12. The WSPs provide that the agent shall complete order tickets and submit them to
Black for approval.



13. CDDUC;TY to the WSPs, agents do not complete order tickets, but instead call in
orders over the pbone to one or more of Southeast’s employees in the firm’s Charlotte, North
Carolina office.

14.  The WSPs provide that Southeast will conduct annual compliance interviews with
each of its agents and maintain a record of all interviews. Respondents have not submitted any
record of comphance interviews with Watkins and Guillory even though there were two separate
discovery requests for such records.

15.  On August 6, 2014, the Administrator conducted a pre-hearing conference
wherein the parties agreed to waive their right to an oral hearing and to have this matter
submitted on the documentary record as provided for by Section 660:2-9-2(g) of the Rules,
Therein the Administrator directed that the parties submit any additional evidence or argument to
be considered as part of the documentary record no later than August 29, 2014

16. - Attached as Exhibit A is a listing of the contents of the Hearing Notebock that
serves as the Designation of Record for use in consideration of the instant matter.

17.  To the extent any of these Findings of Fact are more properly characterized as
Conclusions of Law, they should be so considered.

AUTHORITIES
1. 660:11-5-42 of the Rules states in pertinent part:

(a) Purpose. This rule is intended to set forth the standards of ethical
practices for broker-dealers and their agents. Any noncompliance with the
stapdards of ethical practices specified in this section will consfitute
unethical practices in the securities business; however, the following is not
intended to be a comprehensive listing of all specific events or conditions
that may constitute such unethical practices, The standards shall be
interpreted n such manner as will aid in effectuating the policy and
provisions of the Securities Act, and so as to require that all practices of
broker-dealers, and their agents, in connection with their activities in this
state shall be Just, reasonable and not unfairly discriminatory.

(b) Standards.

(1) A broker-dealer and his agents, in the conduct of his
business, shall observe high standards of commercial honor
and just and equitable pninciples of frade. A broker-dealer
and his agents shall not violate any federal securities statute
or rule or any rule of a national securities exchangs or
national securities association of which it is a member with
respect to any customer, transaction or business effected in

this state.
% K &

(22)  The following standards shall apply to supervisory
procedures:



(A}  Each broker-dealer shall establish, maintain
and enforce wrtten procedures which will enable it
to supervise properly the activities of each
" registered agent and associated person to assure
compliance with applicable securities laws, rules,
regulations and statements of policy promulgated by
the Administrator and/or the Commission under the
Securities Act.

(B)  Final responsibility for proper supervision
shall rest with the broker-dealer, the principal(s) of
the broker-dealer registered in accordance with
660:11-5-11, and the principal(s) of the broker-
dealer in each OSJ, including the main office, and
the registered representatives in each non-OSJ
branch office designated by the broker-dealer to
carry out the supervisory responsibilities assigned to
that office by the broker-dealer pursuant to the rules
and regulations of the NASD [now FINRA]J. A copy
of the written supervisory procedures shall be kept
in each office of supervisory jurisdiction and each
non-OS7 branch office.

(C)  Each broker-dealer shall be responsible for
keeping and preserving approprate records for
carying out such broker-dealer's supervisory
procedures. Each broker-dealer shall review and
endorse In wiifing, on an intemal record, all
transactions and all comrespondence of its registered
agents pertaining to the solicitation or execution of
any securities transaction.

(D) Each broker-dealer shall review the activities of
each office, which shall include the perodic
examination of customer accounts to detect and
prevent irregularities or abuses and conduct at least
an annual inspection of each office of supervisory
Jjunsdiction.

(E) Each broker-dealer shall have the responsibility
and duty to ascertain by investigation the good
character, business repute, qualifications and
experience of any person prior to making such a
certification in the application of such person for
registration under the Securities Act.



]

Section 1-406 of the Act states in pertinent part:

A. A person shall register as a broker-dealer, agent, investment adviser, or
investment adviser representative by filing an application that contains:

L. The information required for the filing of a uniform application, a
consent to service of process complying with Section 49 of this act
[Section 1-611 of this title], the fee specified in Section 50 of this act
[Section 1-612 of this title] and any reasonable fees charged by the
designee of the Administrator for processing the filing; and ‘

2. Upon request by the Administrator, any other financial or other
information that the Administrator determines is appropriate.

B. If the information contained in an application that is filed under subsection A
of this section is or becomes inaccurate or incomplete in any material respect, the
registrant shail promptly file a correcting amendment.

Section 1-604 of the Act states in pertinent part:

A. If the Administrator determines that a person has engaged, is engaging, or is
about to engage In an act, practice, or course of business constifuting a violation
of this act or a rule adopted or order issued under this act or constituting a
dishonest or unethical practice or that a person has materiaily aided, is materially
aiding, or is about to matenally aid an act, practice, or course of business
constituting a violation of this act or a rule adopted or order issued under this act
or constituting a dishonest or unethical practice, the Administrator may:

1. Issue an order directing the person to cease and desist from engaging in
the act, practice, or course of business or to take other action necessary or
appropriate to comply with this act;

2. Issue an order denying, suspending, revoking, or conditioning the
exemptions for a broker-dealer under subparagraph d or f of paragraph 1
of subsection B of Section 18 of this act [Section 1-401 of this title] or an
investment adviser under subparagraph ¢ of paragraph 2 of subsection B
of Section 20 of this act [Section 1-403 of this title]; or

3. Issue an order under Section 9 of this act [Section 1-204 of this fitle].

* % *

D. In a final order under subsection C of this section, the Administrator may
impose a civil penalty up to a maximum of Five Thousand Dollars (§5,000.00) for



a single violation or up to Two Hundred Fifty Thousand Dollars (3250,000.00) for
multiple violations in a single proceeding or a series of related proceedings.

4. Section 1-411 of the Act states in pertinent part:

C. If the Administrator finds that the order is in thé public interest and
paragraphs 1 through 6, §, 9, 10, 12 or 13 of subsection D of this section
authorizes the action, an order under this act may censure, impose a bar,
impose a civil penally in an amount not o exceed a maximum of Five
Thousand Dollars (§5,000.00) for a single violation or Two Hundred Fifty
Thousand Dollars ($250,000.00) for multiple violations or a registrant,
and/or recover the costs of the investigation from a registrant and if the
registrant is a broker-dealer . . . | from any partner, officer, or director, any
person having a similar function or any person directly or indirectly
controlling the . . . broker-dealer. '

D. A person may be disciplined under subsections A through C of this
section if the person: :

* % %

2. Has willfully violated or willfully failed to comply with
this act or the predecessor act or a rule adopted or order
issued under this act or the predecessor act within the
previous ten (10) years;

= % %

8. Has failed to reasonably supervise an agent, investment
adviser representative, or other individual, if the agent,
investment adviser representative, or other individuals was
subject to the person’s supervision and committed a
violation of this act or the predecessor act or a rule adopted
or order issued under this act or the predecessor act within
the previous ten (10) years;

£ % 4

13. Has engaged in dishonest or unethical practices in the
securities . . . business within the previous ten (10) years[.]

CONCLUSIONS OF LAW

L. Southeast failed to establish, maintain and/or enforce supervisory procedures to
enable the firm to assist compliance with applicable securities laws in violation of 660:11-5-
42(b)(22) of the Rules.

2, Black failed to enforce supervisory procedures to assure compliance with
applicable securities laws in violation 0f 660:11-5-42(b)(22) of the Rules.



3. Southeast and Black failed to promptly file a correcting amendment of Watkin's
chenge of address and the filing of the 2013 Recommendation on March 26, 2013.

4, Southeast and Black willfully failed to comply with the Act and with a rule
adopted under the Act. Such conduct constitutes dishonest and unethical practices in the
securities business.

5. The Administrator is authorized, pursuant to Section 1-604 of the Act, fo issue an
order directing Respondenis to cease and desist from engaging in the acts, practices, and courses
of business necessary to comply with this act. :

6. The Administrator is also authorized, pursuant to Sections 1-411 and 1-604 of the
Act, 1o suspend any registration, impose a censure, impose a bar, and/or impose 2 civil penalty
against Southeast and Black.

7. Tt is in the public interest for the Administrator to direct that Southeast and Black
take the necessary steps to come into compliance with the Act and Rules.

8. It is in the public interest for the Administrator to impose a civil penalty agaimst

Riack and Southeast.

To the extent any of these Conclusions of Law are more properly characterized as
Findings of Fact, they should be so considered.

ORDER
17 IS HERERY ORDERED Southeast and Black cease and desist from their violations
of the act in failing to establish, maintain and/or enforce supervisory procedures to enable the

firm to assist compliance with applicable securities law.

IT IS BEREBY FURTHER ORDERED that Respondents Souihea_stl and Black jointly |

pay a monetary penalfy in the amount of $5,000 to the Department, by cashier’s chieck or money

order within ninety (30) days of the date of this order.

Witness my Hand and the Official Seal of the Oklahoma Department of Securities this
e
K gay of October, 2014,
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CERTIFICATE OF SERVICE

. i At
The undersigned hereby certifies that on the [~'"" “day of October, 2014, true and comect

copies of the above and foregoing ORDER TO CEASE AND DESIST AND I3MPOSING A CIVIL

PENALTY were sent in the following manner to the specified individuals:
By electronic mail and mailed with postage prepaid thereon, addressed to:

Patrick O. Waddel, CBA #9254
J. David Jorgenson, OBA #4839
17060 Williams Center Tower
One W. 3rd St

Tulsa OK 74103-3522
pwaddel@sneedlang.com
Attorneys for Respoundants

By electronic mail to:

Jermifer Shaw, OBA #20839

Amanda Commesser, OBA #20044

Oklahoma Department of Securities

120 North Robinson, Ste. 880

Oklzhoma City OX. 73102

jshaw(@securities.ok.gov

acomrnesser@securities.ok.gov

Atformeys for the Department
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Zi-'/l-; aye Wartin Morton, General Counsel
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EXHIBIT A

STATE OF OKLAHOMA
DEPARTMENT OF SECURITIES |
FIRST NATIONAL CENTER
120 NORTH ROBINSON, SUITE 860
OKLAHOMA CITY, OKLAHONMA 73102

In the Matter of:

Rodpey Larry Watkins, Jr. (CRD #3091936);
Southeast Investments, N.C. Inc. (CRD #43035); and
Frank H. Black {(CRD #22451);

[\

(U8

o

0 o

10.

il

Respondents. QDS File No. 12-058

HEARING NOTEBOOK

Oklahoma Uniform Securities Act of 2004 (“Act”), Okla. Stat. tit. 71, §§ 1-101 through 1-
701 (2011)

Rules of the Oklahoma Securities Commission and the Administrator of the Department of
Securities (as amended July 1, 2007)

Enforcement Division Recommendation, filed with the Administraior on March 26, 2013

Notice of Request for Hearing by Rodney Larry Watkins, filed with rhe Administrator on
April 15, 2013

Notice of Request for Hearng by Southeast Investments, N.C. Inc. and Frank H Black,
filed with the Administrator on April 15, 2013 -

Order Sefting Hearing, filed by the Admmzstmz‘or on May 9,2013
Order Striking Hearing, filed by the Administrator on October 22; 2013
Order Setting Scheduling Conference, filed by the Administrator on October 23, 2013

Respondents” Motion Requesting Rescheduling of Telephone Scheduling Conference, filed
with the Administrator on October 23, 2013

Order Resetting Scheduling Conference, filed with the Administrator on Ociober 25, 2013
Agreed Scheduling Order, filed by the Administrator or November 4, 2013

Respondents’ Motion for Summary Disposition, filed with the Administrator on December
2,2013

Department’s Preliminary List of Witnesses and Exhibits, filed with the Administrator on
December 11, 2013

Department’s Motion to Toll Time to File Response to Respondents’ Motion for Summary
Disposition, filed with the Administrator on December 17, 2013



16.

17.
18.

19.
20.

21.

| 25.
26.
27.
28.
29.

30,

Agresd Order Telling Time to File Response to Respondents’ Motion for Summary
Disposition, filed by the Administraror on December 17, 2013

Respondents’ Motion for Order Compelling Response to his Motion for Summary
Disposition and for Related Relief, filed with the Administrator on February 27, 2014

Department’s Response to Respondents’ Motion for Summary Disposition and
Department’s Moticn for Summary Decision, filed with the Administrator on February 28,
2014

Respondents’ Reply Brief in Support of their Motion for Summary Disposition and in
Opposition to the Department’s Motlion for Summary Decision, filed with rthe
Administrator on March 6, 2014

Order Denying Respondents’ Motion for Summary Disposition and Department’s Motion
for Summary Decision, filed by the Administrator on March [0, 2014

Department’s Motion for Resclve Discovery Issues and Request for Hearing, filed with the
Admimistrator on March 26, 2014

Order Setting Hearing, filed by the Administrator on March 26, 2014

Subpoena Duces Tecum issued to Rodney Watkins, filed by the Administrator on March
31,2014

Department’s Notice of Deposition of Rodney Watkins, filed with the Administrator on-
April 1, 2014
Order Resolviug Discovery Issues, filed by the Administrator on April 1, 2014

Subpoena to produce documents, appear and testify issued to Lamar Monta Guillory, filed
by the Administrator on April 1, 2014

Subpoena to produce documents issued to Regus Memt. Group, LLC, filed by the
Administrator on April 2, 2014

Subpoena to appear and testify issued to Sharmien Watkins, filed by the Admmrstra;oz on
April 2, 2014

Subpoena to produce documents, appear and testify issued to Lamar Monta Guillory, filed
by the Administrator on April 3, 2014

Department’s Notice of Deposition of Frank H. Black, filed with the Aa’mmzsz‘mx‘or on April
3,2014 :

Subpoena to produce documents to CPA. Site Solutions, filed by the Administrator on April
7, 2014 _ .

Subpoena to appear and testify issued to Jeanette Roberts, filed by the Administrator on
April 7, 2014

Subpoena to appear and testify issued to Dominque Black, filed by the Administrator on
April 7, 2014

Respondents” Motion to Quash Subpoena Duces Tecum Dlrected to Rodney L. Watkins,
Jr., filed with the Administrator on April 8, 2014

Respondents” Motion to Compel Production of Documents, filed with the Administrator on
April 11, 2014
Agreement of Rodney Larry Watkins Jr., filed by the Adminisirator on April 30, 2014
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40.

41.

45.
46.

47.

48.

49.

50.
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Subpoena to appear and testify issued to Rodney Larry Watkins, filed by the Administrator
on April 30, 2014

Subpoena to appear and testify issued to Jeanette Roberts, filed by the Adminisirator on
April 30, 2014

Subpoena to appear and testify issued to Dominque Black, filed by the Administrator on
April 30, 2014

Notice of Deposition of Frank H. Black, filed with the Administrator on April 30, 2014
Department’s Motion for Leave to Supplement Recommendation, jfiled with the
Administrator on Jurne 10, 2014 .

Southeast Investments, N.C. Inc. and Frank Black Response and Objection to zha
Department’s Motion for Leave to Supplement Recommendation, jfiled with the
Administrator on June 19, 2014

Order [granting ODS’. Motion for Leave to Supplement Recommendation], filed by the
Administrator on June 20, 2014

Department’s Supplemental Enforcement Division Recommendation, filed wzrh the
Administrator on June 20, 2014

Southeast Investment’s & Frank Black’s Motion to Dismiss Supplemental Enforcement
Division Recommendation and Alternative Response to the Same of Respondents
Southeast Investment, N.C. Inc. and Frank H. Black, filed with the Administraior on July
15,2014

Department’s Motion for Summary Decision, filed with the Administrator on July 23, 2014
Department’s Response to Respondents’ Motion to Dismiss Supplemental Enforcement
Division Recommendation, filed with the Administrator on July 25, 2014

Scheduling Order, filed by the Administrator on July 29, 2014

Department’s Final List of Witnesses and Exhibits, filed with the Administrator on August
4, 2014

Respondents’ Response to Department’s Motion for Summary Disposition and Renewed
Motion to Dismiss Supplemental Recommendation, filed with the Administrator on August
4, 2014 '
Respondents’ Motion for Recusal of Administrator and for Appointment of Neutral
Hearing Officer, filed with the Administrator on dugust 4, 2014

Department’s Response to Respondents’ Motion for Recusal of Administrator and for
Appointment of Neutral Hearing Officer, filed with the ddministrator on August 6, 2014
Order Denying Respondents” Motion for Recusal of Administrator and for Appointment of
Neutral Hearing Officer, filed by the Administrator on August 6, 2014

Respondents’ Final List of Witnesses and Exhibits, filed with the Adminisirator on dugust
7,2004° '

Pre-Hearing Conference Order, filed by the Admiristrator on August 12, 2014
Department’s Final Argument, filed with the Administrator on August 29, 2014
Respondents’ Consolidated Response to Department’s Motion for Summary Disposition
and Renewed Motion for Judgment on Supplemental Recommendation, filed with the
Administrator on August 29, 2014
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55, Southeast Investments, N.C. Inc. Written Supervisory Procedures Aungust 2013, produced
by Respondents, Bates Nos. SE-00087 through SE-00147
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OKLAHBOMA DEPARTMENT OF SECURITIES
FIRST NATIONAL CENTER
120 NORTH ROBINSON, SUITE 860
OKLAHOMA CITY, OKLAHOMA. 73102

SOUTHEAST INVESTMENTS, N.C. INC.
and FRANX H. BLACK,

' Appeliants,
Vs, OSC 15-001

OKLAHOMA DEPARTMENT OF SECURITIES
ex rel, IRVING L. FAUGHT, ADMINISTRATOR,

Appeliee.

RESPONDENTS’ BRIEF IN SUPPORT OF THEIR PETITION
FOR REVIEW OF ADMINISTRATOR’S ORDER TO CEASE
AND DESIST AND IMPOSING CIVIL PENALTIES

This brief is submitted by Respondents Southeast Investments, N.C. Inc. and Frank H.
Black (collectively, “Respondents” and, individually, “Southeast” and “Black”) in support of
"Respondents’ Petition for Review of the Administrator’s “Order to Cease and Desist a;}d
Imposing Civil Penalties” filed October 10, 2014 (“Final Order”). A copy of the Final Order is
included in the Appendix filed herewith at Exhibit 1. See Note 3 z‘?gﬁ‘a concerniﬁg the contents of
the record assembled by the Department. Documents in the record of the proceedings from
which this appeal is taken (OSC 15-001, Vols. 1 and 2} are cited as “Record” tbllowed by tab
mumbers and, where appropriate, page mimbers.
L STATEMENT REGARDING JURISDICTION OF THE COMMISSION
The Commission has jurisdiction over Southeast’s Oklahoma opefations. Bat, on its
face, the cease-and-desist order contained in the Final Order is not so Jimited. See Final Order at
p. 7 (first ordering paragtaph) and Respondents’ discussion of extraterritorial jm’isdiction-issges

in the Record at Tab 10, pp. 4-6 and Tab 16, pp. 7-9. The briefs just cited show that the
1



Depai’tment never fiad jutisdiction to adjudicate the matters encompassed in the March 26, 2013
Recommendation (Record, Tab 1, hereinafter called “the 3-26-13 Recommendation™), as more
fully explicated in the procedural history detailed i Part IL.B below. For that very reason, the
Department was constrained to fiﬁd a way to “supplement” the original recommendation to
" enable it to proceed against these remaining Respondents after the real issues in these
proceedings had already been resolved by the settlement agreement of April 30, 2014. Record at
Tab 33.
IL ISSUES PRESENTLED FOR REVIEW

A, Whether the Administrator erred in his ruling that Southeast failed to establish,
maintain and/or énforce supervisory procedures.

B. Whether the Administrator erred in his ruliﬁg that Black failed to enforce
supervisory procedutes to assure compliance with applicable securities laws.

C. Whether the Administrator erred in his implied ruling that Southeast and Black
were not in material compliance with applicable Oklahoma statutes or regulations when they
failed to promptljf file a correcting amendment of Watkin's change of address and the filing of

the 2013 Recommendation later than March 26, 20132

1 As the record reflects, the original charge against Southeast (in the 3-26-13 Recommendation}
was that it failed to supervise Watkins adequately and thereby facilitated his violation of the
original Department Recommendation of March 29, 2012. Southeast was not accused of any
system-wide fatlure to “establish, maintain and/or enforce supervisory procedures.” That
sweeping allegation surfaced for the first time in the re-invented recommendation that was filed
over a year later, on June 20, 2014.

2 Respondents characterize the stated ruling as “Implied” because, on its face, the
Administrator’s Conclusion of Law No. 3 (See Appendix hereto, Ex. 1 at page 7, numbered:
paragraph “3”)(hereinafter cited as “Resp. App.”) is a statement of fact that may or may not have
legal significance. See Summary and Analysis of the Final Order, Part IILC infra.



[, STATEMENT OF THE CASE

A, Abstract of the Dispositive Procedural Bvents (Nature of the Case)

This matter was commenced by the Oklahoma Department of Securities (hereinaftex
“ODS” or the Department) on the recommendation of its Enforcement Division on March 29,
2012 styled as follows: In.the Matter of: Rodney Larry Watkins, Jr. (CRD #3091936) (the “3-
29-12 Recommendation”).‘ Résp, App., Ex. 2. The 3-29-12 Recommendation recommended a
* suspension for Watkins based on his actions while a broker-dealer agent and an investment
advisor representative with Ameriprise Financial Services, Inc. (“AFS»), The original file
number of ODS 12-058 was carried fmward in all of the proceedings before the Administrator.”
The proceeding initiated by the 3-29-12 Recommendation culminated in an agreement and six-
monﬁm suspension. See Resp. App. Exs. 3 (agreement) and 4 (related order). .

The Department named Southeast and Black as additional Respondents in the
“supplemental” 3-26-13 Recommendation (Record, Tab 1), The 3-26-13 Recommendation
alleged that Watkins had violated the August 29, 2012 agreement by executing securities orders -
from the State of Oklahoma on behalf of customers in Kansas and Texas. The Department and
Watkins settfed the issues raised in the 3-26-13 Recommendation on April 30, 2014 ‘(Recorci,

Tab 33).

3 The record assembled by the Department includes only filings from and after the Enforcement
Division Recommendation of March 26, 2013 (Record, Tab 1), Filings referred to herein that
predate that date are included in the Resp. App. See Comunission Rule 660:1-5-1(d)(5). In
addition, the Final Order is included in the appendix as Exhibit I because it was not included in
the record. See Commission Rules 660:1-5-1(c) and 660:2-9-7(b)(1) concerning required content
of the record. To facilitate review of the entire procedural history of these proceedings (thers
have been three different Recommendations filed over a two-and-a-half year period},
Respondents have included a Timeline of Case Proceeding in their appendix at Exhibit 6.

3



On June 20, 20 14., the Dcpartmeﬁt submiﬁed a third recommendation styled
“Supplemental Enforcement D_ivision Recommendation” (the “6-20-14 Recommendation”)
seeking (i) petmanent suspension of Southeast and Black and {if) levying of a $65,000.00 fine.
Record at Tab 41, Tﬁe 6-20-14 Recmﬁmendation alleged system-wide faﬂures by Southeast to
supervise its agents adequately and failure to update information to the Central Registration
Depository (“CRD”) maintained by the Financial Industry Regulatory Authority (“FINRA").
The Administrator ruled on the 6-20-14 Recommendation in the Final Order appealed from here.
He ordered Respondents to “cease and desist from their violations of the [Okiahoma Securities
Act]” and levied a $5,000.00 fine.

B. Tactual Backeround and Detailed Procedural History
{(Course of Proceedings)

As noted in Par‘c. ITLA immediately above, these proceedings commenced with the filing
of the 3-29-12 Recommendation. The background facts that gave riseito that filing and the
evéﬁfs that have transpired since are recounted below.

Watkins' employment with Ameriprise Financial Services

Watkins was regﬁstered as a broker-dealer agent and an investment adviser representative :
wifh Ameriprise Financial Services, Inc. (*AFST) from March 2009 to October 2011, Before his
employment with AFS, Watkins had worked zs broker-dealer agent for Meyrill Lynch for
approximately twelve years and bad never been the subject of any disciplinary actién. In August
2011, AFS conducted a series of investigatory interviews of Watkins at which time he admitted
to exercising time discretion in multiple client accounts without having written discretionary
trading authority, (Under then-existing AFS rules, W atkins was able to take orders on Monday
through Wednesday and place them on Tﬁuréday). Further investigation by AFS revealed |

inconsistent client signatures, which caused AFS to conclude that Watkins had used “recycled”



signatures. Thereafter, AFS suspended W atkins and he resigned from AFS, notwithstanding the
fact that he was operating under an Office of Supervisory Jurisdiction at the time and had been
for the previous two years. So far as Respondents can determine, no FINRA, ODS or other
sanctions were éver imposed on AFS.

The o'rigma[ Department suspension recommiendation

Subsaquent to Watkins’ resignation from AES, he was employed by Southeast
Investments, N.C. Iﬁc., and on February 24, 2012, he filed an application for broker-dealer agent
registration under the Oldahoma Securities Act of 2004 (“Act”), Okla. Stat. tit. 71 §§ 1-101
| through 1-701 (2011). Upon review of Watkins’ application, the ODS Examinations Division
disco{zered the AFS Form U-5 amendment outlining the reasons for his suspension by AFS, This
review apparently triggered the commencement of the original 2012 proceeding, with the QDS
Enforcement Division recommending that (a) the Administrator bar Watkins from future
re gistraﬁon/under the Act in any capactty, (b) bar him from association with a broker-dealer or
investment adviser in any capacity, and/or (c) impose a civil penalty against hin, Resp', App.,
Ex. 2. While his application was pending with the ODS, Watkins was approved as a broker-
dealer agent by FINRA and the States of California, Kansas and Texas,

Watkins responded to the Enforcement Division’s allegations and recommendations. In
miti gaﬁon of the Enforcement Division’s Recommendation, Watkins asserted that the
Recommendation of an absolute bar was not in the public interest considering (&) that no
customer/client funds or securities were ever misapprbpriated by him; (b) that there was never
any customer complaint filed against him; (c) that his cooperation and forthrightness in the AFS
investigétory process was duly noted by AFS personnel; and (d) that an absoflufe bar would be

unduly harsh and punitive. See Record, Tab 54, Ex. “A.”



The agreed, refroactive suspension

By Agreement entered into by the ODS and Watkins on August 29, 2012, Watkins
represented that he had not offered or sold a security or transacted securities business in and/or
from the State of Oklzhoma “as a broker-dealer, broker-dealer agent, issuer agent, izl\fe§tment
adviser, and/or investment adviser representative, as such terms are defined in Section 1-102 of
the Act, since November 25, 2011.” Resp. App., Bxs. 3 and 4 (Agreement and Order
incorporating Agreement) and Record at Tab 10, pp. 2-3 (quoting the August, 2012 order).
Watkins was ordered to pay a monetary pen“a.}tyh of $2,500.00 to be paid prior to “his .L;egistration
undc;' the Act as a broker-dealer, broker-dealer agent, issuer agent, investment adviser and/or
in\iesﬁnem adviser representative.” Watking’ registration was further conditioned upon his
agr*‘eement to operate under an approved heightened supervision plan which included on-site
supervision. See Resp. App., Exs. 3, 4 and Record at Tab 54, Ex. “B.”

Watkins ' association with Southeast and non-Cklahoma activities

Watkins joined Southeast in the first quarter of 2012, His association with Southeast as
its agent received FINRA approval on February 14, 2012, California Securities Commission
approval on February 27, 2012, Kanéas Securities Commuission approval on February 28, 2012,
and Texas Securities Commission approval on March 8, 2012, Watkins has never been
suspended or disciplined by any state regulators other than the ODS !

As set forth in more detail in Respondents’ Motion for Summary Disposition filed
December 2, 2013 (Record at Tab 10), Watkins worked out of his sister’s homs in Texas - a

state where he was duly licensed at all relevant times - between May 11, 2012 and September 9,

* The facts stated in this paragraph were included in Respondents’ August 29, 2014 brief
(Record, Tab 54 at p. 4), but not verified by affidavit. Respondents understand and believe that
the Department does not contest such facts,



2012. During that five-month period, Watkins placed a fotal of nineteen buy or sell orders for
seven clients who resided in either Texas or Kansas. Watkins conducted no securities business
anywhere from September 9, 2012 until April 30, 2014, when he was reinstated in Oklahoma.
See Record at Tab 54, Bx. “C,” af deposition pages 90-117 (customer Alptin); Vol. 2, pp. 22-28
(customer Lewis); 33-4@ (customer Payne); 41-46, 49-50 (customer Walker); 52, line 11 to 53,
Hine 23 (customer Williams); 58-60 (customer Roni;a Watkins) and 65-67 (Watkins® affidavit
regarding non-Oklahoma customers generally); Record at Tab 10, Ex. “D” (Southeast customer
affidavits, showing the latest securities transaction in September, 2012) and Record at Tab 33
(Aprﬂ 30, 2014 Agreement).

| Acting on a mistaken assumption, the Enforcement Division filed a Supplemental
Recommendation on March 26 , 2013 (*3-26-13 Recommendation”), which named Southeast and
Black as additional Respondents. Record at Tab 1. That assumption was this: because Watkins
resided in Tulsa and maintained a general financial services office there, securities fransactions
consummated during Mr. Watkins’ Oklahoma suspension necessarily occusred in Oldahoma,
Confronted with overwhelming evidence that the assumption was in fact misteken —the
testimony of Mr. Watkins himself, of his wife and office-mate Sharmien Watkins, of his
Southeast Securities colleague Lamar Guillory and, especially, the affidavits of the custorners
themselves® ~ the Department settled its claims with Mr, Watkins. See generally, Record, Tabs
10 and 16 (Respondents® briefs refating to extraterritorial jurisdiction). The settlement requires,.
most significantly, that Watkins facilitate periodic reviews of his practice by a third-party

consultant. No additional suspension or fine was imposed. Record at Tab 33 (the Settlement

3 The Department would have bome the burden of proof at hearing, a burden that Respondcn’cs
respectfully suggest the Department could not meet. See Part IV.A infra.



Agreement).’ There is no evidence in the record and no suggestion in the Final Order of
October 10, 2014 that Watkins has failed to comply with the terms of the Settlement Agreement
with the Department.
The Departnrent’s slender reed: an Oklahoma “nexus”
The Department’s response to the Respondents® motion for summary disposition of the 3-

26-13 Recornmendation was dominated by argument about the existence of a “nesxus™ between
the subject transactions and the State of Cklahoma, notwithstanding these stubbom facts: no
securities transactions handled by Watkins actually occurred in this state, Thaf argument is a
testament to just how clear it was that the 3-26-13 Recommendation rested on the slenderest of -
reeds, Here is a sample!

Section 413(e) [of the former Oklahoma Securities Act] provided

in pertinent part as follows: 'For the purpose of this section, an

offer to sell or, o buy is made in this state, whether or not either

party is then present in this state, when the offer: (1) originates

from this state[.]” While recognizing there is little guidance as to

the meaning of “originates,” the Nuveen court concluded that

some sort of nexus between the “sale” and the state is required,

The court found the presence of a sufficient nexus to warrant

application of this state's securities laws due to, imter alia, an

employee’s involvement in the preparation of certain of the

offering documents and his research activities while in Cklahoma.
Record at Tab 15, pp. 15-16,

Respondents respectfully suggest that, when a regulatory agency sets out in search of

“some sort of nexus” so it can revoke a broker’s license and confiscate his livelihood, the agency

¢ As is so often the real-world case, Watkins had little choice at the end of the day but to
capitulate to the Department’s demands. Absent such capitulation, he faced the potential of
many more months, or years, of practical suspension while the internal and external appeals
processes played out. Unlike litigants in private civil actions, a party to a proceeding like this
one camnot post a supersedeas bond to stay enforcement of an agency action. Such is the power
of govermment licensing regulators.



ought to take a moment and re-examine its nriorities.” Vet the allegations against Southeast and
Black in the 3—26—13 Recommendation were even more attenuated: those respendents stood
accused of failing to prevent the slender-reed, putative violations by Watkins.

Almost fourteen months after commencement of this proceeding against Black and
Southeast, the Department found time to take Southeast’s deposition through its principal, Black.
Some three weeks after the Black deposition {on June 10, 2014), the Department announced that
it ha& discovered stariling new evidence of independent violations by Southeast. The actions
that the Department “discovered” at the eleventh hour are neither startling, nor momentous, noy
(most importantly) unlawful. Nevertheless on the strength of the supposed new .disooveries, the
Depaﬁﬂcm, filed what amounts to an entirely new proceeding against Southeast and Black on
June 20, 2014 styled “Supplemental Enforcement Division Recommendation.” Record at Tab 41,
Over the Respondents’ unequivooai objection, the Supplemental Recommendation was allowed
by order of the Administrator less than twenty-four hours after Respondents’ objection was filed
with the Administrator. Record at Tabs 39 (Objection) and 40 (Order).

The events described above represent a continuation of the bootstrap character of these
proceedings that has permeated the same from the outset: if the original allegations turn out to be
contradicted by the facts, just argue “some sort of nexus;” if the Department’s vicarious liability
theory against the broker-dealer falls with the failure of the underlying misconduct allegation (as
necessarily it must), just “discover” some entirely new violations to keep the broker—dealér in the

doclk.

7 And in Watkins® case, of course, there were no “offering materials” and no “research,” much
less which oceurred in Oklahoma, Watkins sold listed securities to existing clients, so even the
attenuated “nexus” of the Nuveen case did not exist. The truth is that the Department never had a
valid suspension case against Watkins, Not only did the statutes (and the United States
Constitution) undermine the Department’s actions, so too did the original suspension order itself,
That order explicitly limited its geographic reach to Oklahoma.



C. Summary and Analvsis of the Final Order

The Final Order rejects the Enforcement Division’s recommendation in the 6-20-14
Recommendation that the licenses of Southeast and Black be revoked permanently and that
Southeast be fined $65,000.00, But the Administrator -~ rather than dismissing the gossamer,
eleventh hour proceeding that remained after the original charges were settled - fined Southeast
$5,000.00 and issued a cease and desist order,

i. The ddministrator’s Dispositive F indings of Fact

The Final Order malkes four fact findings that putatively support the Administrator’s
conclusions that Respondents violated Okiahoma securities laws and regulations: (1) Southeast.
failed.to report timely and accﬁz‘ately the instant proceedings to FINRA’s CRD (Final Order at
p. 2,99 9-10); (2) Southeast failed to timely report change of address information to the CRD
(Final Order at p. 2, § 11); (1i1) Southeast permits its agents to call in orders to Southeast rather _
than “complet{ing]” and “submit{ting]” written orders to Southeast for approval (Final Order at
p. 2-3, §9.12-13); and (iv) Southeast failed to show the Administrator that it conducted
compliance interviews with Watkins and agent Lamar Guillory (Final Order at p. 3, § 14).

2. The Administrator s Conclusions of Law

Aside from the cpnolusory statement that “Southeast and Black willfully faiie.d to comply
with the Act and with arule adopted vunder the Act,” the Administrator articulates three
coﬁolusions of law: (1) “Southeast failed to establish, maintain and/or enforce supervisory
procedures,” citing Okla. Dept. of Securities Rule 660:11-5-42(b)(22), but no Oklahoma statute;
(2) “Black failed to eaforce supervisory procedures to assure compliance with applicable

securities laws,” citing Rule 660:11-5-42(b)(22), but no Oklahoma statute; and (3) “Southeast
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and Black failed to promptly file a correcling amendment of Watkin's change of address and the
filing of the 2013 Recommendation on March 26, 2013, citing no authority.”

D. Numbered Statemient of Dispositive Facts

The significant procedural facts are recounted in Part I{LB hereinabove aloﬁé with
related, underlying fransaction facts. A numbered statement of the dispositive facts follows, in
accordance with ODS Rule 650:1-5<1(d)(1)(D). See also Part TII.C above (summary and analysis
of Administrator’s findings and conelusions).

Toric 1: SUPERVISION GENERALLY

L The Administrator correctly states (&) that Black is responsible for directly -
supervising all of Southeast's approximately 145 agents as well as its associated persons; (b)
that Southeast agents are geographically dispersed throughout the United States; and {(c) that
many of the agents are “held out to be” independent contractors who conduct outside
business activities;” Final Order at p. 2, 1§ 5-6.

2. Omitted from fact statements set forth in paragraph | above, and from the
Final Order, is the fact that by far the majority of Southeast’s brokers are fmancial advisors
that sell insurance products and provide other services besides securities trading. Indeed, the
majority of these brokers engage in only a handful of securities transactions annually, See
Record at Tab 54, Ex. “E” (Black deposition testimony at pp. 24-25). There is no evidence
in'the record that Black or the Southea.s’c personnel in Charlotte, North Carclina are unable to
supervise the agents adequately, much less that they cannot supervise the Oklahoma agents

adequately.

¥ The third-cited “conclusion of law,” on its face, is a statement of fact. In contrast to the first
two conclusions, the Administrator does not state what Oklahoma statute or regulation was
violated. .
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| Tomcﬁ: CRD UPDATES

3 In June 2013, Wa£h1as directed Southeast to update his business and residential
addresses on CRD. Neither Southeast nor Black updated Watkins' business and residential
addresses until November 2013, See Final Order, p. 2, {1,

4. Regarding the statements set forth in paragraph 3 above, no custémer is alleged to
have relied upon the incorrect addl‘eés information or been affected by the reporting delay.

5. Further regarding the statements set forth in pai‘agraph 3 above, for the entirs
period of September 19, 2012 until April 30, 2014, Watkins lrefrained' completely from any
securities activity. This means thaf, during the entire “failure to report” period respecting
Watkins® addresses, Watkins was conducting no securities business at all. See Reéord at Tab 54,
Ex. “C> and Ex. “D” and the more detailed record citations at Part 1ILB, pp. 6-7 above.

Toric 3: CUSTOMER ORDER PROCEDURES

6. The Administrator correctly states that (a) “[t]he WSPs provide that the agent
shall complete order tickets and submiit them to Black [i.e., the Designated Supervisory
Principal] for approval” and that (b) “contrary to the WSPs, agents do not complete order tickets,.
but instead call in orders over the phone to one or more of Southeast's employees in the firm's
Charlotte, North Carolina office.” Final Order at pp. 2-3, §§ 12-13.

7. Omitted from the sfatements set forth in paragraph 6 above are ;hcse facts: Black,
Southeast’s president, reviews every single order request and the firm itself actually places the
order with Southeast’s clearing firm only after Black’s review. See discussion and Record
references at Part IV.C.2.b iﬁﬁ’a (pages 20-22),

8. Southeast’s WSP relating to order supervision {s based on NASD/FINRA Rule

3010. Neither FINRA nor its predecessor, the NASD, has ever issued any sanction against

12



Southeast predicated on improper procedures for placing customer orders. See discussion at Part
IV.C.b (pages 20-21) infra.’

9. Also amitted from t};e statements set forth in paragraph 6 above is the fact that
Black has knowledge of every Southeast customer’s suitability profile, which profiles is taken
into account in his consideration of every customer order. See Record at Tab 54, Ex. “E” (Black
Depa testimony at p. 37, lines 3-18).

Toric 4: AGENT COMPLIANCE REVIEWS

10.  The Final Order finds that “[t]he [Southeast] WSPs provide that Southeast will
conduct annual compliance interviews with each of its agents and maintain a record of all
interviews.” The Administrator finds further that: “Respondents have not submitted any' record
of comphiance interviews with Watkins and Guillory even though there were two separate
discovery requests for such records,” Final Order atp. 3, § 14.

1. Regarding the statements set forth in paragraph 10 above, the record shows that
both FINRA and Southeast provide compliance training to Southeast representatives. Southeast
distributes many compliance materials throughout the year, See discussion and Record
references at Part [V.C.3 infra (page 22).

12, Further regarding the statements set forth in paragraph 10 above, Southeast also

requires bi-annual representative declarations. See, e.g., Record at Tab 54, Ex. “H” (Lamar

? Copies of the FINRA rules relied upon by the Department {all contained within NASD/FINRA
Rule 3010) are at Resp. App., Ex 3, along with NASD/FINRA Rule 1122, See Note 11 infra.
On its face, Rule 3010 is analogous to OIS Rule 660:11-5-42(b)(22), which the Administrator
cites as legal authority.
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Guillory bi-annual declaration) and Ex. “1” (Watkins bi-annual declaration).'m
13, Stil further regarding the statements set forth in paragraph 10 above, Southeast
also conducts an annual compliance meeting (interview) as required by FINRA rules, Record at
Tab 54, Ex, “E” (Black Depo testimony at 75-76).
14, During the corporate history of Southeast, FINRA has audited Southeast nine (9)
. times and the SEC has audited Southeast four (4) times. Neither has ever éanctioned Soui'heasf
for any training compliance-review or supervisory deficiencies. /4 at Ex, “F” (Black Affidavit),

1V, ARGUMENT AND AUTHORITIES

A The Department Bears the Burden of Procf,

The Department bears the. burden of proof in these proceedings. That burdgn has not
been satisfied on the record and on the face of the Final Order. See Thompson v, State ex rel. Bd,
of Trusteey ofO/cZa. Pub,‘Empl, Ret. Sys., 264 P.3d 1251, 1255-56 (Olda. 2011) and cases
collected in 73A C.J.S. PUBLIC ADMIN. LAW AND PrOC. § 240 (West update 2013)(the “burden is
on the one making the charges in disciplinary proceedings or where the issuc is whether the party
charged has committed an illegal or improper act, and this rule applies where the charge is made -

by the administrative body”).

" The Administrator, repeating the Department’s allegation in its briefing, states that
Respondents have failed to submit any “record of compliance interviews” to the Department.
The Final Order does not find that the interviews did not occur. The sworn, incontroverted
testimony is that such interviews, with both Watkins and Lamar Guillory, were conducted, See
Record, Tab 54 at Ex. “E,” deposition pages 75-76. Moreover, Respondents twice have
submitted those agents’ pertinent bi-annual declarations, signed by the agents, which cover the
waterfront of compliance issues. See, e.g., Record, Tab 54, Exs. “H” and “1.” Dwing the
deposition cited above, Department counsel asked for copies of interview notes. See id atp. 76.
Through oversight, Respondents’ counsel apparently did not deliver the notes, but, for the
reasons stated herein, that occurrence should not be dispositive. See discussion at pages 22-23
infira regarding NASD/FINRA Rule 3010(a) and Southeast’s compliance-review procedures,
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B. Southeast’s delay in reporting address information and the pendency of
this proceeding did not violate any statute or regulation.

The Administrator’s Conclusions of Law cite no specific Oklahoma statute, but the
“Authorities” section of the Final Order quotes verbatim § 1-406 of the Qklahoma Securities
Act, 71 O.8. § 1-406. The Final Order relies directly, howeve er, upon Rule 660:11-5-42(22) only.
According to the Department’s brief of July 23, 2014 (apparently relied upon by the
Adminﬁstrator}, § 1-406(B) of the Act provides that “if any information filed in a registrant’s
application becnlzmes inaccurate, he shall promptly file a correcting amendment.” See Record at
Tab 43, p. 15. Here is what the cited statute actually provides: |

If the information.cenfained in an application that is filed under

subsection A of this section is or becomes inaccurate or incomplete

m amy material respect, the mglstlam‘_ shall promptly file a

correcting amendment.
(emphasis added). It is easy to understand why the Department chose to omit the itahmzcd
language in its brief to the Administrator. It undercuts the Department’s hypertechnical basis for
disciplinary action. Nevertheless the Administrator pxjoceeded to take action against the
Respondents, albeit less drastic action than the Department sought.

Like the similar FINRA rule,' § 1-406(B) on its face incor;:)orates a materiality
condition. Perhaps one reason the Legislature included that condition was to prevent the rule’s

use as a cudgel by overzealous regulators. Southeast’s violations of the quoted statute, according

to the Department and the Final Order were these: (i} it failed to update Watkins® CRD office

‘! The Department quotes FINRA Rule 1122 (included in the Resp. App., Ex. 5) as follows: "No
member or person associated with a member shall file with FINRA information with respect to
membership or registration which is incomplete or inaccurate so as fo be misleading, or which
could in any way tend to mislead, or fail to correct such filing after notice thereof" (emphasis
added}. Record at Tab 43, p. 15. ‘
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address and ({i) it failed to report the instant proceedings to the CRD “éromp‘dy." Both
eventually were rcportecL12 In the meantime, no customer or anyone else was déprived of any
information that would, by any realistic assessment, influence any customer. (The Departmeni
has not discovered a éin gle customer complaint against Watkins, Southeast or Black, nor has the
Department received any such complaint). Indeed there has never been arry allegation in any
phase of these proceedings that any customm‘éas ever been misled, harmed or even made
unhappy, much less that any customer funds have been misappropriated. The CRD filings were

not inaccurate or incomplete in amy material respect.

C. Southeast’s supervisory procedures do not viclate anv statute, regulation,
or NASD/FINRA rule.

1. No Oklahoma statufe or regulation sefs forth specific
requirements regarding supervision of agents or the
contents of wrilten supervisory procedures.

The Final Order cites a single regulation, Rule 660:11-5-42(b)(22). According to the
Department, that regulation “specifically requires a broker-dealer to establish, maintain, and
enforce written procedures to supervise the activities of each of its registered agents and
associated persons.” Record at Tab 43, ﬁage 7, Of course, itis undisputed in these proceedings
that Southeast has adopted written procedures. To the extent that the stringency of those

procedures exceed legal requirements {including even “incorporated” requirements of

" The Department’s complaint about the late change of Watkins’ address is especially trivial and
technical. As the record reveals, Watkins did not conduct any securities business at all between
September 19, 2012 and bis reinstatement in the spring of 2014, See Record at Tab 1 (3-26-13
Recommendation) at p. 4, § 24 and Record at Tab 54, Exhibits “C” (Watldns testimony
concerning sales activities) and “D” (customer affidavits), Plainly the address information could
not have affected any customer during the year and a half that Watkins was not engaged in the
transaction of securities business.
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- FINRA/NASD rules}, “vib}ations” .of the WSPs have no legal effect.”’ The reality, ho@ever, is
that Southeast has complied with its WSPs 1';1 every material respect and with the statutes and.
regulations in all respects. See Record at Tab 42 (Respondents’ July 15, 2014 brief and attached
exhibits). |
Overwhelmingly, the procedural requirements upon which the Department based the 6-
70-14 Recommendation for suspension of Respondents are contained in FINRA/NASD
requirements incorporated by reference in the statutes and regulations. See Record at Tab 43, p.
7 (where the Department invokes NASD/FINRA rules alleged to be incorporated in Con;xmission
Rule 660:11-5-42(b)(1)). ' One might think that FINRA itself would be best‘ suifed to
understandﬂ}e underlying intent of, and to see to the enforcement of, its ownrules. Of course
FINRA (and before it, the NASD) does exactly that. ‘Southeast is regularly examined by FINRA
* and the Securities & Exchange Commission, each of which sends examiners to the Southeast
home office for on-site examinations. Southeast is on a two-year iuspection cycle with FINRA
and has been since it commenced business on July 1, 1997. Hence Southeast has been subjected

to nine (9) FINRA inspections including a 2014 inspection. During the samme time peried, the

B According to FINRA, that organization is “not part of the government.” See http.//www.
finra.org/AboutFINRA/. FINRA s, instead, “an independent, not-for-profit organization
authorized by Congress to protect America’s investors by making sure the securities industry
operates fairfy and honestly.”

4 Again Rules 660:11-5-42(b)(1), (B)(22)(A) and (b)(22)(B) contain no real specifics. The last
cited regulation provides that “responsibility for proper supervision shall rest with the broker-
dealer . , to carry out the supervisory respensibilities assigned to that office by the . . , rules and '
regulations of the NASD.”
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SEC has inspected Southeast four (4) times. None of those inspections has ever resulted i any |
sanction of Southeast of any kind. See Record at Tab 54, “F” (Affidavit of Frank Black),"?

It is not entirely clear why the Administrator has concluded that the Department has a
better understanding of the purposes and proper application of FINRA s rules than FINRA itself,
especially given the fact that the Department has never conducted an on-site ﬁ:view of Southeast.
Be that as it may, the (again purely procedural) FINRA/NASD rules that the Department says
Southeast violated are surveyed and discussed below.

2. Respondents have complied with the applicable FINRA rules re-
lating to supervision generally and to review of broker-submilted
Securities ransactions.

The NASD/FINRA rules that form the basis for the 6-20-14 Recommendation’s
compiaints about Southeast’s supervision generally and about its order procedures -- and which
in tutn apparently are the bases for the Final Order’s findings and conclusion on those subjects —
are discussed below.

a. Agent supervision generallyr NASD Rule

3610(a)(3}

The Department informed the Administrator that “NASD Rule 3010 specifies the

minimum requirements of an acceptable supervisory system .. ..” Record at Tab 43, p 7. But
the FINRA rule is not cockie cutter, Rather, it has the flexibility to take into account the
particular scope and peculiarities of a particular broker-dealer’s operations. The Department’s

central criticism of Southeast (which apparently forms the basis of the Administrator’s

' Indeed in the 17-year history of Southeast and after numerous SEC and FINRA examinations,
neither the SEC nor FINRA has ever charged Southeast with a violation of failing to supervise its
agents, Moreover, Southeast is registered in all fifty states, yet no other state securities regulator
has ever charged Southeast with a failure to supervise its agents. The record establishes that
Southeast has complied with all Oklalioma regulations in all material particulars and in keeping
with the underlying intent of the Department’s and FINRA's regulations,
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Conclusion of Law No. 2) appears to be this: Southeast carmot poss{bly keep up with ifs far-
flung network of agents without additional OSJs and additional day-to-day supewisors.16 It
ignores the facts on the groﬁnd: by far the majority of Southeast’s brolers are financial advisors
that sell insurance products and provide other services besides securities trading. Indeed, the
majority of these brokers engage in only a handful of securities transactions annually. See
Record, Tab 54, Ex. “E” (deposition testimony of Frank Black .at pp. 24-25). All securities
transactions are in fact reviewed by Black or others in Charlotte, North Carolina (Southeast’s
home office) and the supervisers are not overwhelned or even “whelmed.” The Department
proffered no evidence to the Administrator to the confrary and offered no explanation as to why
FINRA itself is unperturbed by Southeast’s systemi The Administrator has acted against -
Southeast in the face of the contrary decision by the very entity that wrote the rule that Southeast
has supposedly traduced.

The applicable NASD rule — Rule 3010(a)(3) -- actually sets forth a series of
nonexclusive factors that the broker-dealer should consider in determining whether multiple
0SJs are needed:

.. . Bach member shall also designate such other OSJs as i

determines to be necessary in order to supervise ifs registered
representatives, registered principals, and other associated persons

16 Given the broad generality of the Administrator’s conclusion that “Scutheast failed to
establish, maintain and/or enforce supervisory procedures to enable the firm to assist compliance
with applicable securities laws,” it is hard to know what exactly is encompassed in the alleged
failure o supervise. Respondents assume that the Administrator’s conclusion does nof
encompass any failure to impose “heightened supervision” upon Watkins. Southeast complied
with that directive by requiring Watkins to report through Lamar Guillory until the settiement
agreement between Watkins and the Department of April 30, 2014 (Record at Tab 33} took
effect. Under that agreement, Watking® activities are monitored by an independent consulting
firm approved by the Department. There is no allegation in the record that Watkins has failed to
_ honor the settlement agreement or that Southeast has committed any viclation of any kind related
to that agreement.
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in accordance with the standards set forth in this Rule, taking into
consideration the following factors: '

(Ay  whether registered persons at the location engage in retail
sales or other activitles involving regular contact with
public customers;

(BY  whether a substantial number of registered persons conduct
securities activities at, or are vtherwise supervised from,

such location;

(Cy  whether the location is geographically distant from another
087 of the firm;

(D)  whsther the membet's registered persons are geographically
dispersed; and

(E)  whether the sscurities activities at such location are diverse
and/or complex,

(emphasis added).

Southeast has in fact considered these factors, particularly factor (B), in conjunction with
the closely-related fact that the “registered ?ersons” at each nonbrénch office themselves engage
in only a few securities transactions per year, Southeast has not violated Rule 3010(=). It has
instead run afoul of the Department’s unilateral conclusion, now enshrined in the Final Order,
about how Southeast cught to run its business.

b. Review of transectons: NASD Rule 3010(d¥ 1)

According to the Department, NASD Rule 3010(d) “specifically requires a broker-
dealer to make provisions for the review of all transactions.” Record at Tab 43, p. 12. The
- Department suggests that, in order to complfr with the FINRA/NASD rule, the broker-dealer
must adhere to its own WSPs to the letter. Again it is helpful to consult the actual language of

the tule invoked. FINRA Rule 3010(d)(1) provides in pertinent part:
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Each member shall establish procedures for the review and
endorsement by a registered principal in writing, on an intemal
record, of all transactions . . . of its registered representatives with
the public relating to the investment banking or securities business
of such member, Such procedures should be in writing and be
designed to reasonably supervise eqch registered representative.
Evidence that these supervisory procedures have been
implemented and camried out must be maintained and made
available to the Association upon request.
(ernphasis added).

No reasonable examiner would deem the review procedure thaf Frank Black has
described to contravene the standard quoted above and, of course, no FINRA examiner has ever
done s0. See Record at Tab 39 (Respondents’ Objection of June 19,2014} atp. 5,95
(describing Black’s detailed review of each broker order) ‘and Record at Tab 54, Ex. “E” (Black
deposition testimony at p. 34, line 22 to p. 39, line 13). The truth is that Southeast’s transaction
teview protocol is far more stringent than most SEC/FINRA-regulated firms. Southeast’s
president and prizeipal owner reviews every single order request and the firm itself actually
places the order only after review by the President, the Chief Compliance Officer and the
Designated Supervisory Prineipal. Neither would an objective examiner find Southeast’s
suitability review procedures deficient.

The Administrator’s Conclusions of Law Nos. 1 and 2 find no support in the record.
Indeed the record refutes those conclusions. The actual examiners -- front the organization that
promulgated the subject rule -- have never issued any sanction against Southeast, for this or any

other supposed infraction. That the Oklahoma Department of Securities would do so based on

FINRA’s own rule -- and in the face of FINRA’s own contrary decision — makes no sense.
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& Maintaining written procedures: NASD Rule

3G10{(b)

The Department argued to the Administrator that “NASD Rule 3010 aiso requires that the

firmy's supervisory system must be set forth in written supervisory procedures.” Record at Tab 43,
p. 11, Southeast has done that, As discussed herein, the Department’s real beef here 1s not that
Southeast has failed to comply with any statute, any regulation, or even any FINRA/NASD nule,

1t is that Southeast has (allegedly) failed to comply with the letter of its own WSPs, INot only has
Southeast’s substantial compliance with the WSPs been shown, the very promulgator of the very
tule requiring “establishment and maintenance” of WSPs (FINRA) has conducted on-site reviews
of Southeast’s compliance procedures nine times since it commenced business in 1997, The
review has encompassed not just compliance with Southeast’s own WSPs, but with the underlying
RINRA rules that the WSPs are meant to implement. That agency, FINRA, has talen no action
against Southeast. The rule itself -- NASD Rule 3010(b) - requires only that WSPS be
“reasonably designed fo achieve compliance with applicable securities laws and regulations, and
with the appiicable Rules of NASD” (emphasis added). The ODS stands alone in its finding tha“i.-
Southeast has failed in its supervisory and other day-to-day procedures.

3. Southeast has conducted regular and adequate compliance
training and reviews.

Regarding compliance reviews, the Final Order finds:
The WSPs provide that Southeast will conduct annual compliance
interviews with each of its agents and maintain a record of all
interviews. Respondents have not submitied any record of

compliance interviews with Watkins and Guillory even though
there were two separate discovery requests for such records.

Final Order (Resp. App, Ex. 1yatp.3,§ 14
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The Administrator’s fact finding does not support his Conclusions of Law Nos. 1 and 2. Both
FINRA itself and Southeast provide compliance traming to Southeast representatives. Southeast
distl;ibutes many compliance materials throughout the year. That is scarcely a basis for criticism
of Southeast. But Southeast also requires bi-annual representative written declarations. See
Record at Tab 54, appendix to Respondents” brief of Aug. 29, 2014 at Ex. “H” (Guillory bi-
annual declaration) and Ex. “T” (Watkins bi-annual declaration) Southeast also conducts an
annual compliance meeting as required by FINRA rules. /d at Ex. “E” (Depo of Frank Black at
pp. 75-76).

Agéin FINRA and the SEC, together, have audited Southeast thirfeen times in its
corpofate life and neither has ever sanctioned Southeast for any training or compliance-1eview
deficiencies. /d. Itis easy to see why those results have been achieved when the intent of the
NASD/FINRA rules — an intent revealed on the face of those rules — is considered.

"NASD/ FINRA Rule 3010(a) provides that “the member shall establish and maintain & system to
supervise the activities of each registered representative . . . and other associated persons that is
reasonably designed to achieve compliance with applicable securities laws and regulations . ..
(emphasis added). No fair assessment of Southeast’s compliance-review procedures would
conclude that Respondents have not met the “reasonably-designed-to-achieve-compliance” test |
that permeates all of the FINRA procedural rules.

V. CONCLUSION

The Final Order tacitly refects many of the putative bases for the exceedingly harsh

sanctions that the Department urged apon the Administrator (e.g., supposed inadequate

monitoring of agent e-mails). That order quite plainly rejects the harsh sanctions themselves in
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favor of a cease-and-desist order and a fine one-twelfth of that urged by the Department. But the

unfortunate reality remains that the Administrator’s actions, if not set aside, will be reported on

Respondent’s CRD information and will harm their reputations with potential customers and in

the marketplace at large. For that reason, and more importantly for the merits reasons

advanced herein, the Final Order should be set aside i1 all particulars and this proceeding,

accordingly, should be dismissed with prejudice.

Dated: November 19,2014
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Respectfully submitted,

Patrick 0. Waddel, OBA #9254
J. David Jorgenson, OBA #4839
SNEED LANG PC

One West Third Street, Suite 1700
Tulsa, QK. 74103

{318) 588-1313

(%18) 588-1314 Facsimile

Counsel for Frank H. Black and Southeast
Itvesimernds, N.C. Inc,



CERTIFICATE OF SERVICE

The undersigned hereby certifies that on the 19" day of November, 2014, a true and
correct copy of the above and foregoing Respondents’ Brief in Support of their Petition for
Review of Administrator's Order to Cease and Desist and Imposing Civil Penalties was sent in
the following manner to the specified individuals: '

By FedEx Express for delivery on November 20, 2014 addressed to:

Irving L, Faught, Administrator
Oklahoma Department of Securities
120 North Robinson, Ste. 860
Oklaloma City, OK 73102

Jemnnifer Shaw, OBA #2083%
Amanda Cornmesser, OBA #20044
Oklahoma Department of Securities
120 North Robinson, Ste. 860
Oklahoma City, OK. 73102

Z. Faye Martin Morton, General Counsel
Oklahoma Department of Securities

120 North Robinson, Ste. 860
Oklahoma City, OK 73102

e

Patrick O. Waddel
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