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NASD
LETTER OF ACCEPTANCE, WAIVER AND CONSENT

__CLGO050098

TO: Department of Market Regulation
NASD

Ki:  Capito] Securities Management, Inc., Respusdent
Broker-Dealer
CRD No. 14169

Pursuant to Rule 9216 of NASD Code of Procedure, Capito] Securitics Management, Inc.
("CSMI” or the “finm'™) submits this Letter of Acceptance, Waiver and Consent (*AWC?”) for the
purpose of proposing a scttlement of the alleged rule violations described in Part U below. This
AWC is submitted on the condition that, if accopted, NASD will not bring any future sctions
against CSM1 alleging violations based on the same factual findings.

CSMI endexrstands that:

1. Submission of this AWC is voluntary and will not resolve thit matter unless and
wntil it har heen reviewed and accepted by NASD's Department of Market
Regulation and National Adjudicatory Council (“NAC™) Review Subcommittce
ot Office of Disciplinary Affairs, pursuant o NASD Rule 9216;

2. If this AWC is not accepted, its submission will not be used as evidence to prove
any of the allegations against CSMI; and

3 Il accepted;

a this AWC will become part nf CSMI's permanent disciplinary record and
may be considered in any future actions brought by NASD or any other
regulator against CSMI;

b. this AWC will be made available through NASD's public disclosure
program in response to public inquiries asbout CSMI's disciplinary record;

c. NASD muy miuke a public announcement conceming this agreemant and
tl;e mgje& matter thereof in accordancs with NASD Rule 8310 and IM-
8310-2;

d CSM! may not take any action or make or permit to be made any public
statement, including in regulatory filings or otherwise, denying, directly or
indircetly, any allegation in this AWC or create the impression that the
AWC iz without factual basgis. Nothing in this provision affects CSMI's
testimonial obligations or right to take lega) or factual posiions in
litigation or other legal proceedings in which NASD is not s party.
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CSMI alsc understands that its experience in the securitics industry snd disciplinary history may
be factors that will be considered in deciding whether to sccept this AWC. That experience and
history are as follows:

CSMI has been 8 member of NASD since May 15, 1985, and its registration remains
effective. The firm has no relevant disciplinary history.

I
WAIJIVER OF PROCEDURAL RIGHTS

CSMI specifically snd vohmtarily waives the following rights granted under NASD's Code of
Procedure:

A. To have a Formal Complaint {asued specifying U wllegstivos againet CSMI,

B. To be notificd of the Forrnal Complaint and have the opportunity 0 snawer the
' allegations in writing;

C. To defend against the allcgations in a disciplinary hearing before a hearing panel,
10 have a written record of the hearing made and to have & written decivion issued;
and

D. To appesl any such decision to the NAC and then to the U.S. Secvritios and
Exchange Commission snd a2 U.S. Court of Appeals.

Further, CSM] specifically and voluntarily waives any right to claim bias or prejudgment of the
Genaral Countel, the NAC, or any member of the NAC, in connection with such person’s or
body’s participation in discussions regarding the terms and conditions of thix AWC, or ofher
consideration of this AWC, including accoptance or rejection of this AWC.

CSMI further specifically and voluntarily waives any right io claim that a parson violated the ex
pante prohibitions of Rule 9143 or the separation of functions prohibitions of Rule 9144, in
connection with such person’s of body’s participation in discussions regarding the terms and
conditions of thix AWC, ot other consideration of this AWC, including its acceptance or
rejection.
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IL
ACCEPTANCE AND CONSENT

In connection with MRD200341869/20042000104, the staff of NASD s Department of Market
Regulation (the “stafT™) conducted a review of CSMI's complimce with trade reporting rules for
the Trade Reporting and Compliunce Eugine (“TRACE") ducing the period of April 1, 2003
through June 30, 2003 (the “review period™). _

A. CSMI herchy accepts and consents, without admitting or denying the allegations or
findings, and enlely for the purposes of this proceeding and any other proceeding
brougit by or on behalf of NASD, or to which NASD is a party, prior to a hearing
and without an adjudication of any issue of law or fact, to the entry of the following
findings by NASD:

1. CSMI failed 10 report 10 TRACE 44 trumsuclivny i TRACE-cligible
securities within 75 minutes after execution. Theso late transactions
constituted four percont of all transnetions in TRACE securitics that
CSMI was required to report to TRACE during the review period,

2. The conduct deseribed in paragraph one constitutes scparate and
distinct violations of NASD Marketplace Rule 6230(u).

3, CSM failed to report 10 TRACE the correct exccution time in 560
transactions in 1'RACE-eligible securities.

4. The condust descsribed in paragraph throc constitutes separate and
distinct violations of NASD Marketplsce Rule 6230(c)(8).

B. CSMI also consents to the imposition, at 2 maximum, of the following sanctions:
A censure and a {ine of $12,000.

The sanctions imposcd herein shall be etlective on & date set by NASD siaff.
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nl .
OTHER MATTERS

A OSMI understands that CSMI may sttach a Corrective Action Statement to this
AWC that is a statement of demonstrable corrective stepa taken to prevend funire
misconduct. CSMUunderstands thet CSMI sy uct deny the charges or malkc any
statement that is inconsistent with the AWC in this Statement. This Statement
docs not constitute factual or logal findings by NASD, nor does it reflect the
viows of NASD or its ataff,

B. CSMI agrees io pay any monetary sanctions imposcd on CSMI upoa notice that
this AWC has becn accepted and that such payments are due and payable and has
attached an Blection of Payment form showing the method by which CSMI
proposes to pay any fine impoyed.

C. CSMI specifically and voluntarily waives any right to claim that CSMI is uneble
(0 pry, MW or at sny time hercafier, any monetary sapotion imposed in this
matier.
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Capitol Securities Management, Inc. certifics that CSMI has read and understands all of the
provisions of this AWC and bas been given a ful opportunity 1o ask questions about it, and that
no offer, threat, inducement, or promise of any kind, other then the termis set forth herein, has
been made to induce CSM] to submit it.

e

Rovicwed i:y:

Ml for Respondent

Accepted by NASD:

der 24 En
Date
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92I8-v28 (202)

Resp
ol Secuntigs Managmem._ Inc.

Chol ol o
Thomas R. Gira
Executive Vice President and Deputy
Department of Market Regulation
Signed on behalf of the Director of ODA, by
delogated authority
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