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NASD
LETTER OF ACCEPTANCE, WAIVERAND CONSENT

NA ##
?1020040891-01

TO: Depmtmemt ofEnforcement
NASD

RE: Clayton, Dunning & Company, Inc.
(BD No. 42533)

Pursuant to Rule 921 6 of NASD Code of Procedure, Clayton Dunning & Company, Inc
(hereinafter 'Respondent" or *'CDCD submits this L?t*er of Acceptance, Waiver and
Consemt ( AWCD forthepurposeof proposing a sett]ement ofthe allegeiruleviolations
described in Part I[ below. This AWC is submitted on the condition. that, if accepted,
NASD will not bring any future actions against Respondent alleging violations based on
the same factual findings.

Respondent understands that:

1. Submission of this AWC is vohlntary and will not resolve this matter'
unless and untiI ithasbeeareviewed and acceptedbyNASD's
Departni?it of Enforcement ?rid National Adjudicatory Council (?NAC")
Review Subcommittee or OEEice of DisciplinaryAffairs C ODA"),
pursuant to NASD Rule 9216;

2. Lfthis AWC is not accepted, its submission will not be used as evidence io
prove any ofthe allegati.ons against Respondent; and

3. If accepted:

a. this AWC will become part of Respondent's permanent
disciplinary record and may be cx?nsidered in any fnttn-c actions
brought by NASD against Respondent;

b. this AWC wm be made available through NASD's public
disclosure program in response to public inquiries about
Respondent's disciplinary record;

C. NASD may make a public mmcuncement concerning this
agreement and the subject matter thereof? in accordance with
NASD Rule 8310 and IM-8310-2; and

d Respondent may not take any action or make: or pc?niit to be made

any public statement, inchlding in regulatory filings or otherwise,
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denying, directly or indirectly, any allegation in this AWC or
create the impression that the AWC is without fiactual basis.
Nothing in this provision affects Rapondent's testimonial
obligations or right to take legal positions in Htigation in which
NASD is not a party.

Respondent also tmderstands that its experience in the securities industry and disciplinary
history maybe factors that will be co?sidered in deciding whether to accept this AWC.
That experience and history are as follows:

CDC has been amemberofNASD since May 15, 1997. CDC primarily engages
in equity transactions and. private placement ?mderw?tings.

CDC has no formal disciplinary history with the Securities and Exchange
Commission* any self-regulatory org?inizatiori or any state securities regulator.

L

WAIVER OFPROCEDURAL RIGHTS

Respondent specifically and voluntarily waives the following rights granted under
NASD's Code ofProcedure:

A. To have a Formal Complaint isszled specifying the allegations against it;

B. To be noti5ed of the Formal Complaint and have the opportunity to
answer the allegations in writing;

C. To defend against the allegations in a disciplinmy hearing before a hearing
panei, to have a written record ofthe hearing made and to have a written
decision issued; and

D. To appeal any such decision to the NAC and then to the U.S. Securities
and Exchange Commission and a US. Court ofAppeals.

F?nther, Respondent specifically and vohmtarily waives any right to claim bias or
pr?iudgnimit of the General Counsel, the NAC, or any member ofthe NAC, in
connection with such person's or body's participation in discussions regardillg the tem?
and conditions ofthis AWC, or other consideration of this AWC, including acceptance or
rejection ofthis AWC.

?spondent further specifically and volimtarily waives any right to claim that a person
violated the ?pm-le prohibitions of Rule 9143 or the separa?ion offunctions prohibitions

of Rule 91 44, in connection with such person's or body's participation in discussions
regarding the terms and conditions ofthis AWC, or other consideration of this AWC,
including its acceptance or rejection.
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IL
ACCEPTANCE AND CONSENT

A. Respondent: hereby accepts and oonseiit? without admitting or denying the
allegations or findings, and solciy for the purposes ofthis proceeding *IIKI. aUy
other proceedmg brought by or onbebalfofNASD, or to which.NASD isa
party, priorto a hearing and withoutan adjudication of any issue oflaw or
fact, to theentry ofthe following findings by NASD:

From Apri124,2002 to November 1, 2004, CDC failed to develop and
implement an Fmti-money laundering progrmn reasonably designed to
achieve and monitor its compli?mce with the requirements of the Bank
Secrecy Act (31 U.S.C. 531 1, ?. seq'.), and the implementing regulations
promulgated thereunder by the Department ofthe Treasury.

Specifically, CDC failed to implement an adeqnate Customer
Identification Program in that CDC did not adequately verify the identify
of new customers to tile firm.

Based onthe foregoing, CDC violatedNASD ConductRules 3011 and
2110.

B. Respond?it also consents to the imposition? at amaximumi of the following
sanctions:

- Respondent to be censured; and

? Respondent to be fined $10,000.

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

III.

OTHERMATTERS

A. Respondent understands that it may attach a Corrective Action Statement to
this AWC that is a statement ofdemonstrable corrective s?ps taken to
preventfuturemisconduct. Respond?ntunderstandsthatitmaynotdeny the
charges or make any stat?nent that is inconsistent with the AWC in this
Statement. This Statement does not constitute factual orlegal findings by
NASD, nor does it reflect the views ofNASD or its staf?
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B. Respondent agrees ta pay any monetary sanctions imposed on it herein upon
notice that this AWC has been accepted and that such payments are due and
payable.

C. Respondent specifically and vol?mtadlywaives any rightto claim that it is
imablc to pay, now or at anytime h?after, any monetary sanction imposed
in this matter.

Respondent certifiss that it has read and understands all ofthe provisions of this AWC
and has bcen given afull oFportimityto askquestions aboutit, and that no offer, threat,
induzement, or promise of any kind, other than the terms set forth h?min, has been made
to induce it to snb?nit it

7/26/05
Respondent ClaytO? Rj?? - ig & Company, Inc.

Date 1 -???E???S?-
Title:

AS PRESIBENT

Name: Ara PmdAn

AcceptedbyNASD:

August 25, 2005 YJad 7LDate Palll Hare
Regional Attorney, Distict 10

Department ofEnfbreement

Signed on behalfof the Director of
ODA, by delegated authority-

Attachment
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