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Respondent.

Upon information and belief, Complainant alleges as follows:

Respondent Steven C. Clyde (“Clyde” or “Respondent”) entered the securities industry in
February 1986, when he associated with an NASD member firm. During the period from
March 1990 to June 2003, Clyde associated with six member firms. He registered with
Veritrust Financial, LLC (“Veritrust”) in July 2003, and remained there until his termination
on March 31, 2004. He is not currently associated with a member firm. During his career in
the securities industry, Clyde obtained Series 6, 7 and 24 securities licenses.

. Although Clyde is not currently registered with an NASD member, he remains subject to
NASD’s jurisdiction pursuant to Article V, Section 4 of the Association's By-Laws, which
provides for a two-year period of retained jurisdiction over formerly associated persons.
Accordingly, NASD retains jurisdiction over Clyde until March 30, 2006.

During the period from October 2003 through April 2004, Clyde made unauthorized
withdrawals, totaling at least $43,000, from at least two Veritrust customers’ accounts
without the knowledge, authorization, or consent of the customers. To facilitate the

unauthorized withdrawals, Clyde forged, or caused to be forged, the customers’ signatures



Formal Complaint
E062004019501/Steven C. Clyde

on certain documents and created other false documents to assuage the customers’

concerns about the withdrawals from their accounts.

FIRST CAUSE OF COMPLAINT

Respondent Misappropriated Customer BB's Funds
(Violations of NASD Conduct Rules 2110 and 2330)

4. Paragraph numbers 1 and 2 above, are realleged and incorporated herein by reference.|

5. During the period from October 2003 through April 2004, Clyde made unauthorized
withdrawals, totaling at least $43,000, from Veritrust customers BB's and RB's accounts
without their knowledge, authorization, or consent of the customers. To facilitate the
unauthorized withdrawais, Clyde forged, or caused to be forged, the customers' signatures
on certain documents and provided the customers with false documents to assuage their
concerns about the withdrawals from their accounts.

Customer BB

6. In the fall of 2003, Veritrust customer BB learned that all of the shares in her mutual fund
account held at American Funds had been redesmed, and that $22,000 had been
withdrawn from her account via a wire transfer.

7. Customer BB learned of the activity in her account when she received a statement from
American Funds. Upon receipt of the statement, BB immediately called Ciyde, her
registered representative, to inquire about the activity in her account.

8. Clyde told BB that the withdrawal from her account was just “paper stuff,” and that the

account would be restored to its original position within a few days.
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10.

11.

12.

13.

14,

15.

QOver the next several months, BB contacted Clyde several times about the missing money
from her account. Each time BB spoke to Clyde, he assured her that the mistake would be
corrected very soon.

Unable to resolve the matter after several months, BB insisted on a meeting with Clyde in
March 2004. At the meeting, Clyde gave BB a document that he told her evidenced the fact
that there had been no transactions in her account in 2003. The document was not on
letterhead, but was titled “American Funds Group Substitute Form 1099-B,” and contained
the following statement, “[n]o transactions occurred in the year 2003 to generate Gain
(Loss) due to sales of Shares.”

The document given to BB was false in that there had actually been transactions in BB’s
account in 2003.

Shortly after the meeting with Clyde, BB contacted American Funds because the money
had not been returned to her account. American Funds informed BB that it had received
written instructions, which were purportedly signed by BB, requesting the liquidation and
$22,000 wire transfer.

Upon receipt of a copy of the purported instructions from American Funds, BB learned that
funds from her account had been wired to a bank account owned by a Carey Bryan, a
person unknown to BB.

The account to which BB's funds were wired was the same account into which Clyde had
instructed Veritrust to directly deposit his commission checks.

BB did not request or authorize the liquidation of her mutuai funds shares or the withdrawal
of funds from her account. She had no prior knowledge of, and did not sign the written

instructions sent to American Funds.
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16.

17.

18.

19.

20.

21,

22,

SECOND CAUSE OF COMPLAINT

Respondent Misappropriated Customer RB’'s Funds
(Violations of NASD Conduct Rules 2110 and 2330)

Customer RB

In January 2004, Veritrust customer RB received a confirmation showing a withdrawal in the
amount of $9,351.55 from his variable annuity account at AIG SunAmerica. The
confirmation indicated that a $9,000 check had been mailed to a person named Carey

Bryan at I

The address to which the check was mailed was the same as Clyde’s CRD address of
record.

Upon receipt of the confirmation, RB immediately contacted his broker, Clyde, who told him
that the confirmation was an error and that he (Clyde) would get the mistake resolved.

in April 2004, RB received another confirmation, which showed another withdrawal in the
amount of $12,631.58 from his annuity account. The confirmation indicated that $12,000
had been mailed to Carey Bryan at the same address.

RB contacted Clyde, who again told him that the withdrawal was an error and that he
{Clyde) would get the matter resolved.

In July 2004, Clyde hand-delivered to RB a document entitled “Polaris Platinum Variable
Annuity Transaction Confirmation / Reversal.” The document was addressed to RB,
contained his variable account number, and indicated that the withdrawal in the amount of
$12,631.58 was being reversed. The document also indicated that a new account number
had been assigned 1o RB, and noted the new number.

In September 2004, RB contacted AIG SunAmerica to request information about his new

account. He was told that no new account had been set up for him, and that the purported
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23.

24.

25.

26.

27.

account number did not exist. RB also learned that two Withdrawal/Surrender Request
forms had been submitted in January 2004 and April 2004, respectively, to facilitate the
above-described withdrawals from his annuity account.
RB did not sign the withdrawal request forms, did not give Clyde or any other person
instructions or permission to effect the withdrawals from his variable annuity account, and
did not instruct or authorize Clyde or any other person to mail checks from his account to a
person unknown to him named Carey Bryan. RB did not receive any benefit from the
improperly withdrawn funds.
RB subsequently retained an attorney to assist him in getting his money back. After the
attorney sent Clyde a letter threatening to sue him to recover the unauthorized withdrawals
from RB’s account, Clyde delivered a cashier's check in the amount of $25,000 to RB’s
attorney.

The aforementioned acts, practices and conduct constitute separate and distinct violations

of NASD Conduct Rules 2110 and 2330 by Steven C. Clyde.

THIRD CAUSE OF COMPLAINT

Respondent Forged, Or Caused to be Forged, Customers’ Signatures On Certain
Documents

(Violation of NASD Conduct Rule 2110)

Paragraph numbers 1 through 25 above are realleged and incorporated herein by
reference.

In connection with the conduct described in paragraphs 5 through 23 above, Clyde forged,
or caused to be forged, the signatures of customers BB and RB on certain documents

needed to facilitate the unauthorized withdrawals from the customers’ accounts.
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28. Clyde forged, or caused to be forged, customer BB's name on a letter to American Funds
that requested the liquidation of all of BB's mutual funds shares and the issuance of a wire
transfer in the amount of $22,000.

29. Customer BB did not authorize Clyde to sign her name to the letter.

30. Clyde also forged, or caused to be forged, customer RB's name on two forms entitled,
“Withdrawal/Surrender Request,” that were used to make withdrawals totaling over $21,000
from RB’s account.

31. Customer RB did not authorize Clyde to sign his name to the forms.

32. The aforementioned acts, practices and conduct constitute separate and distinct violations

of NASD Conduct Rule 2110 by Steven C. Clyde.

FOURTH CAUSE OF COMPLAINT
Respondent Failed to Appear for On-The-Record Testimony
(Violations of NASD Conduct Rules 2110 and 8210)

33. Paragraph numbers 1 and 2 and 4 through 31, above, are realleged and incorporated
herein by reference.

34. By letter dated April 22, 2005, the staff requested, pursuant to Rule 8210, that Clyde appear
at the District Office and provide on-the-record testimony on May 6, 2005, regarding the
above-described withdrawals. The request letter was sent via first class regular and
certified mail to Clyde’s CRD address of record: ||| NEGTTGTTGGNGNGNE
(“*CRD address”).

35. The letter sent via regular mail was returned to the District Office on May 16, 2005, marked
“Unciaimed” and “"Returned To Sender.” The letter sent via certified mail was returned to

the District Office on May 23, 2005, marked “Not Deliverable As Addressed, Unable To
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36.

37.

38.

39.

40.

Forward” and “Returned To Sender.” It also contained a new address for Clyde: |||}l
I (sccondary address”).

By letter dated May 9, 2005, the staff again requested, pursuant to Rule 8210, that Clyde
appear at the District Office and provide on-the-record testimony on May 23, 2005. The
letter was sent to Clyde at his CRD address via first class regular and certified mail.

The letter sent via regular mail was returned to the District Office on May 31, 2005, marked
“Returned To Sender, No Forwarding Address.” The letter sent via certified mail was
returned to the District Office on June 6, 2005, marked “Unclaimed.” It also contained the
secondary address.

On June 2, 2005, the staff sent a third letter, pursuant to Rule 8210, requesting that Clyde
appear at the District Office and provide on-the-record testimony on June 16, 2005. The
letter was sent to Clyde at his CRD and secondary addresses via first class regular and
certified mail.

The letter sent via regular mail to the CRD address was returned to the District Office on
June 29, 2005, marked “Not Deliverable As Addressed, Unable To Forward.” The letter
sent to the CRD address via certified mail was returned to the District Office on July 22,
2005, marked “Unclaimed.” The letter sent via regular mail to the secondary address was
returned to the District Office on June 24, 2005, marked “Not Deliverable As Addressed,
Unable To Forward” and “Returned To Sender.” The letter sent via certified mail was
returned to the District Office on July 22, 2005, marked “Unclaimed” and “Returned To
Sender.”

On June 17, 2005, the staff sent a final letter, pursuant to Rule 8210, requesting that Clyde
appear for on-the-record testimony on July 1, 2005. The letter was sent to Clyde’s CRD
and secondary addresses via first class regular and certified mail. The ietter sent to Clyde

via regular mail at his CRD address was returned to the District Office on July 18, 2005,
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41,

42.

marked “Not Deliverable As Addressed, Unable To Forward.” The letter sent to the CRD
address via certified mail was returned to the District Office on July 22, 2005, and was
marked “Unclaimed.” The letter sent via regular mail to the secondary address was
returned to the District Office marked “Not Deliverable As Addressed, Unable To Forward”
and “Returned To Sender.” The letter sent via certified mail was returned to the District
Office on July 22, 2005, marked “Unclaimed” and “Returned To Sender.”

Clyde never appeared for sworn testimony.

The aforementioned acts, practices and conduct constitute separate and distinct violations

of NASD Conduct Rule 2110 and NASD Procedural Rule 8210 by Steven C. Clyde.

PRAYER FOR RELIEF

WHEREFORE, Complainant respectfully requests:

A.

Findings of fact and conclusions of law that Respondent committed the violations charged
and alleged herein;

An order imposing sanctions upon the Respondent in accordance with NASD Rule 8310.

An order requiring Respondent to disgorge fully any and all ill-gotten gains and/or make full
and complete restitution, together with interest;

An order imposing such costs of any proceeding as are deemed fair and appropriate under
the circumstances in accordance with NASD Rule 8330; and

An order imposing any other fitting sanction.

NASD DEPARTMENT OF ENFORCEMENT

Date: December 29, 2005 ] IQA—O/‘/\ C ) W%

Karen E. Whitaker, Regional Counsel
NASD Department of Enforcement

12801 N. Central Expressway, Suite 1050
Dallas, TX 75243

Phone 972-716-7610; Fax 972-716-7646
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NASD District Director

Virginia F. M. Jans

NASD, District 6

12801 N. Central Expressway, Suite 1050
Dallas, TX 75243

Phone 972-701-8554; Fax 972-716-7646

Of Counsel

Rory C. Flynn, Of Counsel

NASD Department of Enforcement

1801 K Street, N.W., Suite 800
Washington, D.C. 20006

Phone (202) 974-2974; Fax (202) 721-8318

Andrew A. Favret

Regional Chief Counsel
Department of Enforcement
NASD

1100 Poydras St., Suite 850
New Orleans, LA 70163
Phone (504) 522-6527

Roger D. Hogoboom, Of Counsel

NASD Department of Enforcement

370 17" Street, Suite 2900

Denver, CO 80202

Phone (303) 446-3114; Fax (303) 620-9540



