


































10. Tenn. Comp. R. & Regs. 0780-04-03-.01(2)(e) provides, in pertinent part: 

(e) ... [A ]n application for registration as an agent shall be subject to denial 
proceedings even though the applicant has filed to withdraw his or her application. 
The commissioner may institute a revocation or denial proceeding under T.C.A. § 
48-1-112 within thirty (30) days after the filing date of an application to terminate 
or withdraw on Form US by a registrant or an applicant and enter a revocation order 
as of the last date on which registration was effective or a denial order as of the 
filing date of the request to withdraw an application .... 

11. Tenn. Comp. R. & Regs. 0780-04-03-.01(9)(e) provides, in pertinent part: 

(e) ... [A ]n application for registration as an investment adviser representative shall 
be subject to denial proceedings even though the applicant has filed to withdraw 
his or her application. The commissioner may institute a revocation or denial 
proceeding under T.C.A. § 48-1-112 within thirty (30) days after the filing date of 
an application to terminate or withdraw on Form US by a registrant or an applicant 
and enter a revocation order as of the last date on which registration was effective 
or a denial order as of the filing date of the request to withdraw an application .... 

12. Tenn. Code Ann. § S6-1-11 O(b )(1) provides: 

(b)(1) The Commissioner may, against any person ... assess the actual and 
reasonable costs of the investigation, prosecution, and hearing of any disciplinary 
action held in accordance with the contested case provisions of the Uniform 
Administrative Procedures Act, compiled in title 4, chapter S, art 3, in which 
sanctions of any kind are imposed on that person ... These costs may include, but 
are not limited to, those incurred and assessed for the time of the prosecuting 
attorneys, investigators, expert witnesses, administrative judges, and any other 
persons involved in the investigation, prosecution, and hearing of the action. 

13. Respondent asserts that his management and consulting fees were all in compliance 

with LPL policies, and his actions relative to management and consulting fees did not violate any 

FINRA rule or rise to the level of dishonest or unethical business practice. It does appear that the 

percentage of management fees and hourly rates charged by Respondent were within the LPL 

guidelines. However, LPL launched an investigation and subsequently more was learned about the 

management fees and hourly consulting charges and Respondent's practices relating to Ms. 

McGee's accounts. As a result of the investigation, it was discovered that Respondent charged Ms. 

McGee a higher management fee than he charged any of his other clients. Respondent contended 
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that the higher fee was justified because of extra work he performed for Respondent. An example 

of this additional work was a gift to a grandchild which was also one of the same reasons he 

attempted to justify the need to charge Ms. McGee an hourly consulting fee. Respondent further 

claimed that Ms. McGee wanted him to charge a higher fee as a thank-you for all of his services. 

Mr. Connor rejected this explanation as a basis for charging a higher fee. Following its 

investigation, LPL determined that Respondent should be terminated and that LPL should return 

all of Respondent's hourly fee consulting charges, approximately half of his management fees, and 

half of the margin interest. The total amount returned to Ms. McGee was $60,957. Respondent's 

conduct and actions relating to his management and hourly consulting fees are found to be 

dishonest and unethical practices in violation of Tenn. Code Ann. § 48-1-112(2)(G), and Tenn. 

Camp. R. & Regs. 0780-04-03-.02(6)(b) 17-by violating FINRA Rule 2010. 

14. Respondent argues that he did not clearly violate any LPL policy when Ms. 

McGee's beneficiary designations were changed to his wife and later changed to his sister or when 

he accessed Ms. McGee's account after his termination, and that his actions in this regard did not 

violate any FINRA rule or rise to the level of dishonest or unethical business practice. The LPL 

policy at the time the change was made to Respondent's wife did not specifically prohibit this 

designation. The LPL policy was later revised and prohibited the "listing as beneficiary another 

person associated with you (spouse, assistant, etc.) in your place .... " Respondent then presented 

forms to Ms. McGee to change the beneficiaries on the two accounts from his wife to sister. 

Certainly his sister could be deemed as "associated with" him. LPL's investigation included the 

issue of the beneficiary designation. LPL ultimately found that Respondent should not have 

facilitated the beneficiary change to his relatives since it does not permit its financial advisers to 

be the recipient (directly or otherwise) of the assets of a customer unless an immediate family 
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member of the financial advisor. Both Ms. McGee and Respondent indicated that Ms. McGee 

intended that Respondent be listed as beneficiary. Respondent knew he couldn't list himself as a 

beneficiary and told Mr. Connor he knew it was wrong to suggest adding his wife and sister as 

beneficiaries and added that he had probably gotten a little greedy. More important, Respondent 

admitted to Mr. Connor that he expected to receive the funds himself upon Ms. McGee's passing. 

Thus, Respondent was indirectly sharing profits in a customer's account. Respondent's actions 

relating to the change of beneficiaries are found to be in violation of Tenn. Code Ann. § 48-1-

112(2)(G), Tenn. Comp. R. & Regs. 0780-04-03-.02(6)(b) 5 and 17, Tenn. Comp. R. & Regs. 

0780-04-03-.02(6)(c)23, FINRA Rule 2150(c)(1)(A), and FINRA Rule 2010. LPL's Branch 

Officer Manager Agreement and the Representative Agreement do not appear to have been 

violated when Respondent accessed Ms. McGee's account after his termination; nonetheless, 

Respondent should have known that to do so was improper even if Ms. McGee had requested 

information from him. Respondent did violate those agreements when he continued to use LPL 

materials. Respondent's actions relating to use of LPL materials and accessing Ms. McGee's 

account after his termination are found to be dishonest and unethical practices in violation of Tenn. 

Code Ann.§ 48-1-112(2)(G), and Tenn. Comp. R. & Regs. 0780-04-03-.02(6)(b) 17-by violating 

FINRA Rule 2010. 

15. It is determined that Respondent's applications for registration through CFD should 

be denied based on violations ofTenn. Code Ann.§ 48-1-112. 
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It is therefore ORDERED that the CFD Investments, Inc., and Creative Financial Designs 

applications for registration on behalf of Respondent to register Respondent as a broker-dealer 

agent and investment adviser representative in Tennessee shall be DENIED. Costs of this action 

are assessed to Respondent in an amount not to exceed $5,000.00 

This Initial Order entered and effective this ~ () ~y of May, 2019. 

Filed in the Administrative Procedures Division, this t 0 ~of May, 2019. 

1. Richard Collier, Director 

Administrative Procedures Division 
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