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NASD

LETTER OF ACCEPTANCE, WAIVER AND CONSENT

No. ELI12002005701

TO: Depanment of Enforcement

NASD

RE; Kirlin Securities, Inc.
{BD No. 21210)

Purguant to Rule 5216 of NASD Code of Procedure, Kitlin Scecurities, Ine. (“Kixlin® or
“Respondent”) submits this Letter of Acceptance, Waiver and Consent (“"AWC™} for the
purpose of propoesing a settlement of the alleged rule violations 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 voluntary and will not resolve this mater
unless and vntil it hag been reviewed and accepted by NASD'y Department
of Enforcement and National Adjudicawry Council (“NAC™) Review
Subsommittee or Office of Disciplinary Affairs (“ODA"), pursuan to
NASD Rule 9216;

™~

If this AWC is not aceepted, jts submission will not be used as evidence to

prove any of the allegations against Respondent; and
3. 1f accepted:

-

this AWC will become part of Respondent’s pemmanent
digciplinary record and may be considered in any future ections
brought by NASD or any other reguiator against Respgndam;

this AWC will be made available through NASD's public
discjosure program in response to public inquiries about
Respondent’s disciplinary vecord;

NASD may make a public amnouncement conceming this
agreement and the subject matter thereof in accordance with NASD
Rule 8310 and IM-8310-2; and

Resﬁondent may not take any action or make or permit 1o be made
any public statement, including in regulatory filings or otherwise,
denying, directly or indirectly, any allegation in this AWC or create
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the impression that the AWC is without factual basis. Nothing in
this provision affects Respondent’s testimonial obligations or righn
to take fegal or factual positions in litigation or other legal
proceedings in which NASD is not & party.

Respopdent also understands that its experience in the seeurities industry and disciplinary
history may be factors that will be considered in deciding whether 10 aceept this AWC,
That expericncs and history are as follows:

On or gbout November 4, 2005, the Deparment of Enforcement of NASD
filed a coruplaint against Respondent alleging violations of Section 10(b)
of the Sceurities Exchange Act of 1934 and Rule 10b-5 thereunder and
NASD Conduct Rules 2120, 2110, 2320 and 3010(a) and (b) iu connection
with alegations that Respondent engeged in a maznipuiation of stock,
feiled to comply with best execution rules and failed to establish, maintain
and enforcs an adequate supervisory gystem,

On or about August 13, 2004, Respondent eatered into an AWC with
NASD under which it agreed to a fine of $155,800.00, disgorgement of
$1,044,732.35 and a censurs in compection with Respondent's sals of
Brady bonds aud its role as an underwriter of the Brady bonds, The AWC
contained findings of violations of Sections 10(b) and 10b-10{a)2), Ruies
10b-5 and 1501-2 thereunder, and Sections 15(c) and 17(a) of the
Exchange Act; NASD Conduct Rules 2110, 2120, 2210, 2230, 2320,
2440, 3010, 33110, 3070(c), NASD Marketplace Rules 4632, 6310, 6420,
NASD FProgram Rules 6240 and 6260.

On or about August 10, 2001, Respondent entered into an AWC with
NASD for violations of SEC Rule 17a-3, NASD Conduct Rules 3110,
3370, NASD Marketplece Rule 4632, and NASD Systems and Programs
Rules 6130 and 6954. Pursuant to the AWC, Respondent agreed to a fine
of $12,000.00 and a censure.

On or sbout March 1, 2001, Respondent entered into an AWC with NASD
for violaions of NASD Conduct Rules 2110, 2320, 3010, and 3070,
NASD Marketplace Rules 4632, 4642 and NASD Systems and Programs
Rules 6130, 6260, 6420, 6620, Pursuant to the AWC, Respondent agreed
to a fine of $17,250.00 and a censure.

L
WAIVER OF PROCEDURAL RIGHTS

Respondent specifically and voluntarily waives the following rights granted under
NASD's Code of Procedurs;
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To have a Formal Complaint issued specifying the allegations against it;

To be notified of the Forme! Complaint and have the opportunity to
answer the aliegations in writing;

C. To defend against the allegations in a disciplinary hearing before a hearing
Ppanel, 10 have a written record of the hearing made and 1o have 2 written
decision issued; and

D.  To appeal any such decision 1o the NAC and then to the U.S. Securities
and Exchange Commission and a U.S. Court of Appeals,

Further, Respondent specifically and voluntarily waives any right to claim blas or
prejudgment of te General Counsel, the NAC, or sny member of the NAC, in connection
with 'such person’s or body’s participation in discussions regarding the terms and
conditions of this AWC, or other consideration of this AWC, including acceptance or
rejection of this AWC,

Respondent further specifically and voluntarily waives eny xight to clalm that & person
violated the ex parfe prohibitions of Rule 9143 or the separation of functions prokibitions
of Rule 9144, in connection with such person’s or body’s participatiop in discussions
regarding the terms and conditions of this AWC, or other consideration of this AWC,
including its acoeptance or rejection, :

I,
ACCEPTANCE AND CONSENT

A, Respondent hercby accepts and consents, withowt admitting or deaying the
allegations or findings, and solely far the purposes of this proceeding and
any othor proceading brought by or on behalf of NASD, or to which
NASD it a party, prior to a hearing and without an adjudication of any
issus of law or fact, 10 the entry of the following findings by NASD:

(1) From in or around Apeil 2001 through in or around March
2003, Respondent failed to amend thirteen Uniform Applications
for Securities Industry Registration or Tranafer {*Forms U-4"") and
Uniform Termination NMotices for Securities Industry Registration
("Forms U-5") within thirty days after leaming of the facts or
circumnstances giving rise to the amendment. By reason of the
foregoing, Respondent violated NASD By-Laws Article V, Section
2 and NASD Conduet Rute 2110,
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(2) From on or sround March 27, 2001 through on or eromnd
November 17, 2002, Respondent’s written supervisory procedures
failed to address coptain arcas, imsluding, books and records
pursuant to SEC Rule 17a-3 and 17a-4; net capital computations;
clearing arrangement; Cotporate  Collateralized Mortgage
Obligations (*CMOs™); margin accounts; branch office activities;
equity trade reporting; corporate bond TRACE Reporting; how
documents wili be evidenced for review. DBy resson of the

foregoing, Respondent violsted NASD Conduct Rules 3010 and
2110.

(3) In a review of transactions reported 1o ACT during the period
on or sbout August 1, 2002 through on or about October 31, 2002,
Respondent falled to report nine transactions using the proper
“SLD" late trade modifier. In addition, during %t period,
Respondent failed to report tan transactions to ACT within ninety
seconds. By reason of the foregoing, Respondent violated NASD

Marketplace Rule 4632(s)(1} and NASD Systems and Programs
Rule 6620(a)(1).

Respondent also consents to the imposition, at & maximum, of the
following sanctions:

o A fine of $15,000.00; nnd,
s A cenpsure,

The sanctions imposed herein shall be effective on 2 date set by NASD
m!

14 8
OTHER MATTERS

t understands that it may attach 8 Corrective Action Statement to
this AWC that is a statemont of demonstrable corrective steps taken to prevent
future miscopduct. Respondent understands that it soay not deny the charges
or make any statement that is inconsistent with the AWC in this Statément.
This Statsment doss not constitute factual or Jegal findings by NASD, nor
does it reflect the views of NASD or its stafl,

. Respondent agrees 10 pay any tonetary sanctions imposed on it upon notice
that this AWC has been accepted and that such pgymems are due and payable
and bas ttached an Election of Payment form showing the method by which
Respondent proposes 1o pay any fine imposed.
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C. Respondent specificelly and voluntarily waives any right to claim that it is

unable to pay, now ar at any time hereafier, any monctary sanction imposed in
this matter, :

Respondent cetifics that it hes read and understands aff of the provisions of this AWC
and has been given a full opportunity to ask questions about it, and that no offer, threat,
inducement, or promise of any kind, other than the terms set forth herein, has been made
to induce Respondent o submit it
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\ ‘ ities, Inc.
Date\
w\ By:
David 1= ¢
Chief Executive Officer

R by:
Amse] fof Reghehdent ,
Accepted by NASD:
‘;z,] 13} ob UMM

Date! Vaishali 8. Shetty
Regional Counsel
Signed on behalf of the Director of
ODA, by delcgated authority




