STATE OF OKLAHOMA
OKLAHOMA SECURITIES COMMISSION
THE FIRST NATIONAL CENTER
120 NORTH ROBINSON, SUITE 860
OKLAHOMA CITY, OKLAHOMA 73102

IN THE MATTER OF:

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

Appellants,
V. OSC 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 Oklahoma Department of
Securities (Department) filed a recommendation under the Oklahoma Uniform Securities
Act of 2004 (Act), Okla. Stat. tit. 71, §§ 1-101 through 1-701 (2011), alleging that
Rodney Larry Watkins, Jr. (Watkins) 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 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
allege that Southeast failed to establish, maintain and enforce written procedures that
enable Southeast to properly supervise the activities of Southeast’s registered agents and
associated 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 ordered 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 Order pursuant to Section 1-609 of the Act and 660:1-5-1 of the Rules
(Petition). On November 20, 2014, Appellants filed their brief in support of their petition
and requested oral argument before the Commission. 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 a.m. on December
18,2014.

After reviewing the Petition, the record on which the Administrator’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

1. Southeast became registered under the Act as a broker-dealer on May 8,
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 written
supervisory procedures dated August 2013 (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 Termination Notice for Securities Industry
Registration (Form U-5) 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] annuity 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.



6. 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.

Ts 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.

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.

9. 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
residential addresses on CRD. Neither 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 Southeast’s agents shall complete order tickets and
submit them to Black for approval.

13.  Contrary to the WSPs, Southeast’s 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.

14,  The WSPs provide that Southeast will conduct annual compliance
interviews with each of its agents and maintain a record of all interviews. Appellants
have not submitted any record of compliance interviews 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
administrative actions on CRD; (c) the completion of order tickets; and (d) the annual
compliance interviews.

CONCLUSIONS OF LAW

1. 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.



2. Southeast failed to establish, maintain and/or enforce supervisory
procedures to enable the firm 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 procedures to assure compliance with
applicable securities laws in violation of 660:11-5-42(b)(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 comply with the Act and with a
rule adopted under the Act. Such conduct constitutes dishonest and unethical practices in
the securities business.

6. 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 that Southeast and Black jointly pay a monetary penalty in the
amount of $5,000 to the Department, by cashier’s check or money order within ninety
(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.

2.t [

Robert M. Neville, Chairperson
Oklahoma Securities Commission




CERTIFICATE OF SERVICE

The undersigned hereby certifies that on theélggg day of December, 2014, true
and correct copies of the above and foregoing Commission’s Final 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
J. David Jorgenson, OBA #4839
1700 Williams Center Tower
One W. 3rd St.

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

By electronic mail to:

Irving L. Faught, Administrator
Oklahoma Department of Securities
120 North Robinson, Suite. 860
Oklahoma City OK 73102
ifaught@securities.ok.gov

Brenda London



