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Complainant, 
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ORDER ACCEPTING OFFER OF 
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Respondent. Date: AftVL 6, ZOOS' 

INTRODUCTION C 
Disciplinary Proceeding No. C3B050004 was filed on February 3, 2005, by the Department of 

Enforcement of NASD ("Complainant"). Respondent Andrew Barrett Vaughey submitted an 

Offer of Settlement ("Offer") to Complainant on March 21, 2005. Pursuant to Code of Procedure 

Rule 9270(e), the Complainant and the National Adjudicatory Council Review Subcommittee 

("NAC") or the Office of Disciplinary Affairs ("ODA") have accepted the uncontested Offer. 

Accordingly, this Order now is issued pursuant to Code of Procedure Rule 9270(e)(3). The 

findings, conclusions and sanctions set forth in this Order are those stated in the Offer as 

accepted by the Complainant and approved by the NAC. 

Under the terms of the Offer, Respondent has consented, without admitting or denying the 

allegations of the Complaint, and solely for the purposes of this proceeding and any other 

proceeding brought by or on behalf of NASD, or to which NASD is a party, to the entry of 

findings and violations consistent with the allegations of the Complaint, and to the imposition of 

the sanctions set forth below, and fully understands that this Order will become part of 



Respondent's permanent disciplinary record and may be considered in any future actions brought 

by NASD. 

BACKGROUND 

1. Respondent Andrew Barrett Vaughey ("Vaughey") was initially associated with a member of 

NASD in January 1994. He became registered as a General Securities Representative in 

January 1995. From on or about April 17, 2000, until on or about May 10, 2002, he was 

registered through Alliance Fund Distributors, Inc., aka Alliance Bernstein Investment 

Research and Management, Inc. ("Alliance") as a General Securities Representative. From 

on or about May 14, 2002, until February 26, 2003, he was registered through another 

member firm as a General Securities Representative. From on or about November 17, 2003, 

until on or about December 12, 2003, he was associated with another member firm. 

2. On or about December 12, 2003, a Uniform Termination Notice for Securities Industry 

Registration ("Form U-5") was filed by a member firm, disclosing that Respondent Vaughey 

had voluntarily terminated his association with that firm on December 12, 2003. 

3. Respondent Vaughey is not currently registered or associated with any member firm. 

4. Respondent Vaughey has no formal disciplinary history. 

FINDINGS AND CONCLUSIONS 

It has been determined that the Offer be accepted and that findings be made as follows: 

First Cause of Complaint 

[Section 10(b) of the Securities Exchange Act of 1934, SEC Rule 10b-5, and NASD Conduct 
Rules 2110 and 2120, Fraudulent Misrepresentations or Omissions of Material Facts] 

5. During the period from in or about December 2001 until on or about January 19, 2002, while 

registered through Alliance, Respondent Vaughey, by the use of instrumentalities of interstate 

commerce or the mails, intentionally or recklessly employed devices to defraud customers JC 



and AC and their registered representative, RWF, by making untrue statements of material 

facts and/or omitting to state material facts necessary to make the statements made by 

Respondent Vaughey, in light of the circumstances in which they were made, not misleading, 

in connection with JC and AC's purchase of shares in Alliance National Municipal Income 

Fund ("the Fund"), which were underwritten and distributed by Alliance. 

6. Specifically, Respondent Vaughey made the following misrepresentations: 

(a) Respondent Vaughey represented to RWF, JC and AC that Alliance was paying 

sales commissions and sales concessions for the Fund "out of its pocket." 

(b) Respondent Vaughey represented to RWF that the Fund would provide a 6.5% tax 

free yield without any risk to net asset value. Respondent Vaughey expected and intended 

that his statement would be conveyed to JC and AC. 

(c) Respondent Vaughey represented to JC, AC and RWF that if the price of the Fund 

declined at the time when JC and AC needed to liquidate their investment, Alliance would 

repurchase their shares for the price they had paid. Therefore, he represented, there would be 

no risk to their principal. 

7. Respondent Vaughey knew, when he made the foregoing misrepresentations, that JC and AC 

were looking for a short-term investment with no risk to principal, because they knew they 

would need to liquidate a substantial portion of the funds invested to pay income taxes in 

April 2002. Before they met with Respondent Vaughey on or about January 11, 2002, JC and 

AC expected to invest approximately $1.5 million. In reliance on Respondent Vaughey's 

misrepresentations, JC and AC purchased 166,665 shares of the Fund at $15 per share, for a 

total cost of $2,499,975. As of March 31, 2002, the market value of the Fund was $13.35 per 

share and the total value of the shares purchased by JC and AC was $2,224,977.75. JC and 

AC therefore incurred a loss of $274,997.50. 
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8. Based on the foregoing acts, practices and conduct, Respondent Vaughey violated Section 

10(b) of the Securities Exchange Act of 1934, SEC Rule 10b-5 adopted thereunder, and 

NASD Conduct Rule 2120. Such conduct is inconsistent with high standards of commercial 

honor and just and equitable principles or trade and a violation of Conduct Rule 2110 by 

Respondent Vaughey. 

The Second Cause of Complaint, alleging violations of NASD Conduct Rule 2110, and the Third 

Cause of Complaint, alleging violations of NASD Conduct Rule 2110, are hereby dismissed. 

Based on these considerations, the sanctions hereby imposed by the acceptance of the Offer are in 

the public interest, are sufficiently remedial to deter Respondent from any future misconduct, and 

represent a proper discharge by NASD of its regulatory responsibility under the Securities 

Exchange Act of 1934. 

SANCTIONS 

It is ordered that Respondent Andrew Barrett Vaughey be suspended from associating with any 

member of NASD in any capacity for a period of two years and that he be fined $10,000. The 

fine shall be due and payable either immediately upon reassociation with a member firm 

following the two-year suspension noted above, or prior to any application or request for relief 

from any statutory disqualification resulting from this or any other event of proceeding, 

whichever is earlier. 

The sanctions imposed herein shall be effective on a date set by NASD staff. 

SO ORDERED. 
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NASD 

By: 
iwson 

>r, District No. 3 - Seattle 
'on behalf of the Director of ODA, pursuant to 
delegated authority 
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