FINANCIAL INDUSTRY REGULATORY AUTHORITY (“FINRA™)

OFFICE OF HEARING OFFICERS

DEPARTMENT OF ENFORCEMENT,
Complainant,

v. Disciplinary Proceeding

[No. 2010022209101 f
JERYL WAYNE CLEGG,
(CRD'N6..2542818)

Respondent.

COMPLAINT
The Department of Enforcement alleges:
SUMMARY
1. Jeryl Wayne Clegg (“Clegg™) converted funds from the variable annuity accounts of two

customers, inlviolation of NASD Conduct Rule 2330(a) and FINRA Rule 2010. Clegg also failed
| to respond to multiple FINRA requests for information issued pursuant to FINRA Rule 8210, in
violation of FINRA Rules 8210 and 2010.
RESPONDENT AND JURISDICTION

2. Clegg was first registered in November 1994 as an investment company and variable contracts
products representative. He was registered as an investment company and variable contracts
products principal in June 2001, and as a general securities representative in September 2002.
Clegg was registered with multiple FINRA member firms, and was last registered as a general
securities representative and investment combany and variable contracts products representative
with MidSouth Capital, Inc. (“MidSouth”) from May 2006 until Marcl'; 2b} 0. On March 25,
2010, MidSouth filed a Uniform Termination Notice for Securities Industry Registration (“Form

U5”) on behalf of Clegg, terminating his association with the firm as of March 24, 2010.
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Clegg is not currently associated with a FINRA-registered firm, but he remains subject to
FINRA's jurisdiction pursuant to Article V, Section 4 of FINRA's By-Laws, in that the violations
of FINRA’s rules alleged in the Complaint occurred, and this Complaint was filed, within two
years of his fast association with a FINR A-registered firm.
FIRST CAUSE OF ACTION
NASD Conduct Rule 2330(a) and FINRA Rule 2010
(Conversion of Customer Funds)
The Department re-alleges and incorporates by reference paragraphs 1 through 3 above.
At all relevant times, J K. and C.H. were customers of Clegg who maintained sécurities accounts
at MidSouth that weré serviced by Clegg.
On or about July 17, 2009, Clegg caused a withdrawal of approximately $4,000 from customer
C.H.’s variable annuity account, and committed conversion by depositing the funds, which were
in the form of a check, into his business account and using the funds for his own benefit, without
the knowledge or consent of C.H.
On or about February 19, 2010, Clegg caused a withdrawal of approximately $3,000 from
customer J.K. s variable annuity account, and committed conversion by depositing the funds,
which were in the form of a check, into his business account and using the funds for his own
benefit, without the knowledge or consent of J.K.
Such acts, practices and conduct constitute separate and distinct violations of NASD Conduct
Rule 2330(a) and FINRA Rule 2010 by Respondent Clegg.
SECOND CAUSE OF ACTION
FINRA Rules 8210 and 2010
{Failure to Respond to Information Requests)

The Department re-alleges and incorporates by reference paragraphs 1 through 8 above.



10.

11.
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13.

14.

On March 25_, 2010, MidSouth filed a Form U5 on behalf of Clegg, which indicates that Clegg
was terminated for admitting to making unauthorized withdrawals of funds from a customer’s
variable anﬁuity account without the customer’s prior consent or authortzation. FINRA initiated
an investigation into the allegations on the Form U5 filed by MidSouth.

On Aprit 23, 2010, FINRA sent Clegg a letter, pursuant to FINRA Rule 8210, requesting that he

submit a detailed written response regarding the allegations against him. The letter was sent to

Clegg at his residential CRD address [, -
to two alternate addresses |
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address search, via first class and certified mail. The letter set a deadline of May 7, 2010 for
Clegg to respond.

The April 23, 2010 lc&ers sent by first class mail were not retumed. The April 23, 2010 letter
sent to Clegg’s residential CRD address by certified mail was returned unclaimed. The letters
sent to the alternate addresses were also retumed. On May 3, 2010, an attormney for Clegg
contacted the staff and requested an extension of time in which to respond until May 21, 2016,
which the staff granted. On May 20, 2010, a different attorney representing Clegg contacted the
staff and requested an additional extension of time. The statf granted an extension until May 24,
2010. Clegg did not respond to the request by May 24, 2010.

On May 26, 2010, FINRA sent Clegg a second letter, pursuant to fINRA Rule 8210, requesting
that he submit a detailed written response regarding the allegations against him. The letter was
sent to Clegg at his residential CRD address and the alternate addresses, via first class and
certified mail. The letter set a deadline of June 9, 2010 for Clegg to respond.

The May 26, 2010 letters sent by first class mail were not returned. The May 26, 2010 letter sent

by certified mail to Clegg’s residential CRD address was delivered on June 1, 2010. The letters



sent by certified mail to the alternate addresses were returned. Clegg failed to respond by the
June 9, 2010 deadline.

15. To date, Clegg has not respondéd to FINRA’s requests dated April 23, 2010 and May 26, 2010.
Clcgg’s failure to submit the requested information impeded FINRA*s investigation and
prevented FINRA from completing its regulatory responsibility to fully investigate poteﬁﬁal rule
violations. |

16.  Such acts, practices and conduct constitute separate and distinet violations of FINRA Rules 8210
and 2010 by Respondent Clegg.

RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Panel:

A. Order that one or more of the sanctions provided under FINRA Rule 8310(a), including monetary
sanctions, be imposed.
B. COrder that the Respondent bear such costs of the proceeding as are deemed fair and appropriate

under the circumstances in accordance with FINRA Rule 8330,

FINRA DEPARTMENT OF ENFORCEMENT
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