UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

SECURITIES AND EXCHANGE COMMISSION,
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~ LOM SECURITIES (BERMUDA) LTD.;
- LOM SECURITIES (CAYMAN) LTD,;
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WAYNE E. WILE;

ROBERT J. CHAPMAN;

WILLIAM TODD PEEVER;
PHILLIP JAMES CURTIS; AND
RYAN G. LEEDS,
Defendants.
COMPLAINT

Plaintiff Securities and Exchange Commission (the “Commission”) alleges:

SUMMARY OF ALLEGATIONS
i. This action concerns two separate, but similar, fraudulent schemes to ménipulate__
~thevist0ck prices of two microcap companies, Sedona SoﬁwarevSolutions, Inc. (“Sedbna”) and
SHEP Téchnologies, Inc. (“SHEP”). During the relevant periods,‘Sed_ona and SHEP shares We}rc’
quoted and traded 6n the Over-the—Couhter Bulletin Board (“OTCBB”). The schemes took place

m 2002 and 2003, and involved the substantial participation of a Bermuda-based securities firm,



defendant LOM (Holdings) Ltd. (“LOM Holdings™), two of its managing principals, defendants
Brian N. Lines and Scott G. Lines, and several of its subsidiari_esf Lines Overseas Management |
Ltd. (“"LOM Ltd.”), LOM Capital Ltd. (“LOM Capital™), LOM Securities (Bermuda) Ltd.
(“LOM Bérmuda”), LOM Securities (Bahamas) Ltd. (“LOM Bahamas™), and LOM Securities

- (Cayman) Ltd. (“LOM Cayman”) (collectively referenced herein és"v“LO.M"’ or the “LOM
Entities”). | |

2. Both fhé Sedona and SHEP fraudulent schemg:s involved the undisclosed -
acquisition of publicly-traded shell companies, the use of LOM-contrqlled nominees to conceal
beneficial ownership and control over Sedona and SHEP, the use of paid touters to promote
Sedona and SHEP stock, and significant trading through the U.S. market in those stocks by
defendants Brian Lines and Scott Lines, who are brothers. In the Sedona scheme, the Lines
brothers’ trading yielded approximately $1.5 million in illegal proceeds. In the SHEP scheme,
trading by the Lines brothers and two of their customers, defendants W. Todd Peever and P.
~James Curtis, yielded approximately‘$4.3 miilion in illegal proceeds.

3. Inthe Sedona fraudulent scheme, defendant Anthony W. Wile (“Wile” or “Tony
Wile”),' a Canadian -stock promoter, issued deceptive press releases and other promotional
materials in early 2003 to créate the misleading impression that his newly-formed privaté
‘company, Renaissance .'Mim'ng Corporation, Inc. (“Renaissance”), had acquired certain Central
American éold mines and was a leading gold producer. At the same tir’ne,.avs part of the scheme,
- defendants Brian and Scott Lineé had secretly acquired over ninety;nine percent of Sedona’s
outstanding shares through offshére nominees in order to merge the publicly-traded Sedona shell
with Renaissance. Defendants Brian and Scott Lines also agreed to raise $6 million for

Renaissance through a private placement of Renaissance stock throﬁgh LOM’s investment



: banking arm to enable Renaissance to acquire the mines that it publicly claimed it already
owned.
| 4. Defendant Wile then primed the market for Renaissance and Sedona shares by
-disseminating materially false and misleading information and orchestrating toqting by}defendanvt
Robert J. Chapman, a newslétter Writer who also secretly owﬁed Renaissance shares. Between
January 17 and January 21, 2003, at Wile’s direction, Renaissance issued press releases
announcing a merger of the two companies, when no sucﬁ merger had taken place. During the
same period, defendant Wile coordinated the issuancé of reports by various newslettér writers
touting the merger and telling the public that shares of Sedona would open around $10 per éharc
von January 21. The purpose of this materially false and misleading information was to convince
potential investors that Renaissance had already acquired the Central American mines, that the
Iﬁines Were fully operational, and that a lucrative investment in Renaissance could be made by
purchasing Sedona s shares on the OTCBB — even though Renaissance was not an operating
| mining company, owned no mines, aﬁd no merger with Sedona had taken place.

5. On the moming of January 21, defendants Brian Lines, Scott Lines, Tony Wile, and
defendant Wayne E. Wile (“Wayne Wile,” Tony Wile’s uncle) orchestrated a ma:nipulative stock
transaction over the OTCBB in which defendants Brian and Scott Lihés sold, and defendant
Wayne Wile purchased, S,QOO Sedona shares at $8.25 per share. At the time these orders were
- placed, Sedona stock had last traded at $0.03 per éhare seven months earlier, in May 2002.

6.  Between January 21 and January 27, 2003, defendants Brian and Scott Lines sold-
or caused the sale of 159,300 shares of Sedona on the open market at between approximately $9
and $10 per share, yielding $1.5 million in illegal proceeds. These sales were made without a

registration statement in effect, and with no valid exemptions from registration.



7. Defendaht Ryan Leeds was the broker on the LOM Ltd. account at the U.S. .broker-
dealer through which defendants Brian Lines, Scott Lines, and LOM sold Sedona stock
unlawfully into the US market. Despite the existence of several red flags, Leeds failed to
conduct a reasonable inquiry to determine Whéther LOM and the Lines brothers were engaged in
an illegal distribution of Sedona stock.

| 8. . The Sedona scheme collapsed on January 29, 2003 Wﬁep the Commission
suspended trading in Sédona securities.

9. ' Inthe separate, but éir_nilar, SHEP scheme, beginning in early 2002, defendants
Brian Lines, Scott Lines, and LOM, aiong with defendants Peevér and Curtis, collaborated to
secretly ob‘;ain control of a publicly-traded shell company, Inside Holdings Inc. (“IHI”), through
the use of LOM-controlled nominees. The scheme involved merging IHI with éprivate
company, SHEP Ltd., paying touters to--promote the new IHI/SHEP stock, and later selling their
IHI/SHEP stock into the ensuing-demand.

10.  Unlike the Sedona scheﬁie, the SHEP scheme came to nearly cémplete fruition.
Throughout the first half of 2003, defendants Peever, Curtis, Brian Lines, and Scott Lines
cbllectiizely sold ovér three million shares of IHI/SHEP into the public demand created by the
s paid touters, generating approximately $4.3 million in illegélvproce.e'ds. These sales were made
without a _regiétratioﬁ statement in effect, and with no valid eﬁemptio'ns frorﬁ registration.

11. - Defendants Peever, Curtis, Brian Lines, and Scott Lines failed to report their
IHI/SHEP purchases and sales in Commission filings, as they were required to do, and defendant
Brian Lines caused several false and misleading reports to be filed with the Commission in an
attempt to conceal that defendants Peever, Curtis, Brian Lines, and Scott Lines owned, and had

been selling, their IH/SHEP stock.



12. As in the Sedona scheme, defendé.nt- Leeds was the broker on the LOM accéunt at
the U.S. broker-dealer through which defendants Brian Lines, Scott Lines,. and LOM sold SHEP
shares unlawfully into the U.S. market. Leeds failed to conduct a reasonable ihquiry to
determine whether LOM and the Lines brothers were engaged in an illegal distribution of SHEP
securities.

13. The Commission seeks a jﬁdgment from the Court: (a) enjoining each defendant
from engaging in the transactions, acts, practices, and coﬁrses of conduct alleged in this
Complaint and transactions, acts, practices, and courses of conduct of simile_rr purbort and object;
- (b) requiring defendants to disgorge, with prejudgment interest, the illegal profits and proceeds
obtained as a resﬁlt of their actioﬂs alleged herein; (c) réquiring defendants to pay appropriate
civil money penalties; (d) prohibiting defendants Brian Lines, Scott Lines, LOM, Wile, Wayne
Wile, Peever, Curtis, and Chapman from participating in penny stock offerings; (e) prohibiting
Tony Wile from acting as an officer or director of any issuer that has a class of securities
| registered pursuant to Section 12 of fhe Exchange Act {15 U.S.C. § 781] or that is requiréd to file
reports pursuant to Section 15(d) of the Exchange Act [15U.8.C. § 780(d)]; and (f) granting

such other relief as this Cburt may deem just and appropriate.

JURISDICTION AND VENUE
14. Th.is Court has juﬁsdi@tion of this action pursuant to Sections 20 and 22(a) of the
Securities Act of 1933 [15 U.S.C. §§ 77t, 77v(a)], and Sections 20, Zi(d), and 27 of the
Securities Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. §§ 78t, 78u(d), and 78aa]. |
15.  The defendants made use of the means and instrumentalities of interstate commerce

or of the mails in connection with the acts, practices, and courses of business alleged herein.



16.  This Court properly has venue over this action pursuant to Section 22(a) of the
Securities Act and Section 27 of the Exchange Act [15 U.S.C. §§ 77v(a) and 78aa] because
certain of the conduct at issue occurred in the Southern District of New York.

THE PARTIES

17. The plaintiff is the Securities and Exchange Commission, which brings this civil
action pursuant to authority conferred on it by Section Zd(b) of'the Securities Act and Section
21(d)(1) of the Exchange Act [15U.S.C. §§ 77t(b) and 78u(d)(1)].

18.  Defendant Brian N. Lines, age 45, is a citizen and resident of the overseas territory
of Bermuda of the United Kingdom. Bnan Lines was the president and a director of LOM
Holdings and its defendant subsidiaries until his resignation on J_uly' 1, 2005.

19. Defendant Scott G. S. Lines, age 43, is a citizen and resident of the oiferseas
territoryvof Bermuda of the United Kingdom. ' Scott Lines is currently the president and chief
executive officer of LOM Holdings and its defendant subsidiaries. Dunng the relevant period,
he held the title of Managing D1rector of LOM Holdings and its defendant subsidiaries. In his
testimony before the Commission staff, Scott Lines asserted the Fifth Amendment privilege
against 'self-incrimination as to all substantive questions.

20. Defendant LOM Holdings is the Bennudaébased parent of a group of ﬁnan_cial
services companies founded b.y,defendants Brian and Scott Lines and their father, Donald Lines.
LOM Holdings is majority-owned and controlled by Scott Lines, Donald Lines, and the Lines
'family, and its stock is publicly traded on the Bermuda Stock Exchange. LOM Holdings and its
subsidiaries are collectively referred to herein as “LOM? or the “LOM Entities.”

21. | The following defendants are wholly-owned subsidiaries of LOM Holdings: ' LOM

Capital, LOM’s investment banking arm; LOM Bermuda, LOM’s Bermuda-based broker-



dealer; LOM Bahamas, LOM’s Bahamas-based broker—dealer;,LOM Cayman, LOM’s Cayman
Islands-based broker-dealer; and LOM Ltd., LOM’s administrative, financial, and clearing '
operations. | |

22. Defendant Anthony W. Wile, age 39, is a Canadian citizen who resides in Boca
Raton, Florida. Wile was Renaissance’s founder, chairman, and largest shareholder. In his |
testimony before the Cbmmission staff, Tony Wile asserted the Fifth Amendnientvprivilege
against self-incrimination as to all sub.stantive questions.

.23, De)fendant Wayne E. Wile, age 63, is a Canadian citizen and a resident of the _
Cayman Islands, who also maintains a home in Scottsdale, Arizona. Wayne Wile is Tony Wile’s
uncle. In his testimony before the Commission staff, Wayne Wile asserted the Fifth Amendment
privilege égainst seif—incrimination as to all substantive questions.

24.  Defendant Robert J. Chapman, age 72, resided in Punta Gorda, Florida duﬁng the
relevant period. Chapman publishes The International Forecaster, a subscription-based
| newsletter. Upon information and bélief, he currently resides in Mexico and continues to publish

his newsletter through his website, www.theinternationalforecaster.com.

25. Defendant William Todd Peever, agé 48, resides in Vancouver, British Columbia
and is a Canadian citizen and LOM client.

26. Defendant Phillip’ James Curtis, age 47, resides in Vancouver, British Cohimbia
andis a Canadiah citizen and LOM client.

27. Defendant Ryan G. Leeds, age 35, resides in Boca Raton, Florida. Leeds was a
registered representative with a U.S. brpker—dealer through which LOM 1.td. traded Sedona and
SHEP securities during.th,e relevant periods. Leeds was LOM Ltd.’s account representative at 4

that broker-dealer.



OTHER RELEVANT ENTITIES

28. Sedona Software Solutions, Inc. was, at all relevant times, a Nevada cofporation
baseci in Vancouver, British Columbia, Canada. Durihg the relevant period, Sedona’s stock was
registered with the Commission and was traded and quoted on the OTCBB under the ticker
symbol “SSSL” On January 29, 2003, the Commission suspended tradihg in Sedona securities
for ten days. On June 30, 2006, Sedona filed a Form 15 with the Commission to terminate its
registration. |

29. Renaissance Mining Corporation, Inc. was a privately-held Delaware
corporation with its headquarters in Boulder, Colorado during the relevant period.

30. SHEP Technologies Inc. is a public company with its headquarters in Vancouver,
British Columbia, that owned intellectual property for a vehicle braking technology. SHEP was
formed in September 2002 through the reverse merger of the privately-held SHEP Ltd. and -
Inside Holdings, Inc., a public shell company secretly controlled by Peever and Curtis. ‘SHEP’s
~stock is r'egistered with the Commission and is quoted in the Pink Sheets under the symbol
- “STLOF.” SHEP’s stock was quoted on the OTCBB during the relevant period.

FACTUAL ALLEGATIONS

I.  THE LOM ENTITIES

- 31.  During the relevant period of mid-2002 through mid-2003, the LOM Entities, .
Brian Lines, and Scott Lines conducted extensive, regular, and continuous-securities-related -
business in the U.S., and in the Southern Disfn'ct of New York; through US and New York- .
based brokerage, clearing, and trust companies with which LOM maintained accounts or -

conducted business.



32. For exampie, in 2004, LOM earned approximately $7.5 millioﬁ from trades placed
through U.S. markets. This accounted for sixty-three pércent of LOM’s $12'million in total
brbkerage revenues and forty-four perpent of its $17 million in overall revenues. Of LOM’s $7.5
million in revenue from U.S. trading in 2004, approximately $4.1 million derived from trades
placed over the OTCBB and approximately $3.4 million derived froin trades executed on the
NYSE. |

33. During the relevant period, LOM maintained at least fifty U.S. brokerage

customers. Upon information and belief, LOM communicated with those customers by mail,

telephone, email, and through its website, www.LOM.com. During the relevant périod, LOM

also used its website to solicit retail brokerage and mutual fund customers in the U.S.

1L THE SEDONA FRAUDULENT SCHEME

A. Tony Wile Formed Renaissance and Executed a Non-Binding Letter
of Intent to Acquire Gold Mines in Central America

34. Inlate September 2002, defendant Tony Wile and a business partner formed
| Reﬁaissance with the _purported‘ objective of engaging in gold mining and exploration. Wile and
. his partner had met through Wile’s uncle, defendant Wayne Wile, a Canadian stock promoter.

35. Duringlthe relevant peﬁbd, Renaissance had no revenues, no non-cash assets, and
no business activities. |

36. Tony Wile owned 1;97_5,000 restricted shares of Renaissance s’;ock, 900,000 of
which, upon information aﬁdbeliéf, he held secretly through two offshore nominees.

‘37. In late 2002, Renaissance began negotiating with a priya.te Belize company, Central -
Ameri@an Mine Holdings Limited (“CAMHL”) to acquire three Central American gold mining
propérties. CAMHL. had been seeking to go public, and Wile and his partner said that they could

help CAMHL do so through two nearly—simultaheous transactions: the merger of Renaissance

_9.



and CAMHL, closely followed by ’eﬁe combined entity’s Teverse tekeover of a publicly-traded
shell company. As part of its negotiations with CAMHL, Renaissance needed to raise at least $5
million to acquire an ownership interest in CAMHL’s mines.‘ |
38. -'On or about December 20, 2002, Wile and his partner met with Brian Lines, then A
. president of LOM Holdings and its various subsidiaries, to discuss financing for Renaissance’s
_pfoposed transaction with CAMHL and review strategies. for taking the combined
Renaissance/CAMHL entity public. LOM’s inVestment banking subsidiary, LOM Capital,
subsequently egreed to serve as Renaissance’s- investment banker to raise $5 million through a
pﬂvate offering of Renaissance shares (the “Offering”), thus enabling Renaissance to aequire the
interest in CAMHL’s mines. |
39. On December 27, 2602, Renaissance signed a non-binding letter of intent to
‘acquire CAMHL’s mines in-exchange for $5 million in cash to Be paid at ciosing, the issuance to
CAMHL’s principals of a $4 million convertible debenture (with interest at twerity-ﬁve percent
per year), and Renaissance’s assumpﬁon of approximately $9 million in debt.
) 40 To effectuate CAMHL’s objective of going public, the letter of intent required
Renaissance to have become a publicly-traded company by the time of the closiﬁg, and provided .
that CAMHL’s principals would acquire control of Renaissance’s board within six months of the

| _closing aﬁd would own approximately fifty percent of the public shell’s outstanding shares.

B. - Brian and Scett Lines S'ecretlv Acquired the Sedona Shell

41. Shortly after meeting with Wile and his partner in late December 2002, defendants
Brian Lines and, upon informatien and belief, Scott Lines, identified Sedona as a suitable merger
partner for Renaissance and negotiated an agreement with Sedona’s chairman and chief

executive officer (the “Sedona CEO”) to acquire 5.34 million shares of Sedona stock,

-10-



representing over ninety-nine percent of Sedona’s total 'shares, for a total purchase price of
approximately $387,500.

1. Brian and Scott Lines Funded the Acquisition and Used
Nominees to Conceal Their Identities -

42.  On Brian Lines’s .instrlrctions, LQM employees transferred approximately
$128,533 from each of three LOM accounts (Iocateci at LOM Cayman arrd LOM Bermuda) into a
- single LOM Bermuda account in the name of ICH Investments Ltdr (“ICH”). The iCH account
was jointly controlled by Brian and Scott Lines, and Brian and SCott Lines were also the brokers
for the ICH account. Brian and Scott Lihes used the ICH account to pool the $387,500 in funds
needed for the Sedona purchase and accompanying payments.

‘ 43. Of the approximately 5.34 million shares of Sedona that Brian arici Scott ,Lihes

acquired, four million shares were owned by the Sedona CEO and his sons, and the remaining
1.34 million shares were held by seven friends, relatives, or associates of the Sedona CEO (the
“Seven Shareholders”). Although Brian and Scott Lines treated the 1.34 million shares from the
-~ Seven Shareholders as unrestricted or tradable shares, those shares were in fact restricted,
‘because, among other reasons, Brian and Scott Lines acquired the Sedona shell as part of a single

unregistered transaction. -

44. Brian and Scott Lines used 'ﬁrze'LOM-controlled nominee companres (the “LOM

Nominees”) to execute share purchase agreements for 1.095 million Sedona shares from six of
. the Seven Shareholders in individual blocks of stock, e_ach of which constituted less than five

percent of Sedona’s outstanding shares. Each of the LOM Nominees executed a separate

purchase agreement to acquire these blocks of Sedona stock. Upon information and belief, the

remaining shareholder of the Seven Shareholders sold the Lines brothers 245,000 shares of
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Sedona stock Withoﬁt a share purchase agreement. Similarly, there was no purchase agreement
with respect to the four million shares owned by the Sedona CEO and his sons. -

45. The five LOM Nominees used by the Lines brothers to execute i)urchase
agreements for the purportedly-tradable Sedona shafes Weré Gateway Research Management
Group Ltd. (“Gateway), Clyde Resources Ltd. (“Clyde”), Warwick Ventures Ltd. (“Warwick”), .
Iguana Investments Ltd. (“Iguana”), and ICH Investrﬁents Ltd., an entity controlled by Brian and |
chtt Lines. ' |

46. Beginning in 2001 or earlier, Brian and Scott Lines enlisted several friends and
associates to ex'ecute share purchase agreements and other d’ocuﬁqents as “signature diréctors’f of
various nominee companies, including the LOM: Nominees used in the Sedona purchase, in
exchange for annual compensation of approximately USD $2,000. Pursua:pt to their
- arrangements with Brian and Scott Lines, these signature directors were responsible for signing
documents when requested to do so by LOM or the Lines brothers. . They did not pay for or
beneficially own the Sedona shares ﬁurportédly acquired By these entities. Rather, their role was
merely to execute documents apparently to shield Brian and Scott’s identities, and/or the
identities of certain LOM customers, such as defendants Peever and Curtis, who also used these
LOM nominees to secretly acquire shares of issuers. LOM charged its customers a fee for using
the LOM nominee companies in transactions to hide their identities. |

2. The Sedona Closing and Subsequent Events

47.  On or about January 3, 2003, Brian and Scott Lines closed their transaction to
acquire the approximately 5.34 million Sedona shares for approximately $0.07 per share.
48.  Aspart of the closing, on or about January 3, 2003 the Sedona CEO personally

hand-delivered the share certificates representing the 1.095 million Sedona shares from six of the

-12 -



Seven Shareholders to the Lines brothers’ attoﬁieys in VancouwA/er,‘ British Columbia, to be held
by the law ﬁrm in escrow until full payment had been received from the Lines brothers. The

~Sedona CEO retained one share cerﬁﬁcate for 245,000 shares (“Certificate A™), in the name of
one of the Seven Shareholders, rather than giving it to the law firm to be held in escrow. Upon '
information and belief, this block of shares had no associated purchase agreement, as discussed
in paragraph 44, above.

49. | On or about January 6, 2003, LOM Ltd. receive& Cértiﬁc_ate A; representing
245,000 Sedona shares, which the Sedona CEO had sent directly to Brian Lines by overnight
courier. |

50. On the othel; side of the transaction, on or about January 8, 2003 Brian and Scott
Lines caused their ICH account at LOM Bermuda to make several payments toward the
$387,500 Sedona shell purchasé price, including payments to LOM accounts for the benefit of
the Sedona CEO, a $15,000 check to a U.S.-based OTCBB market maker, and a $40,000 wire
transfer to a New York attorney’s baﬁk account maintained at a retail branch of Citigroui:) Inc.
located at 111 Wall St., New York, New York 10005. By January 16, 2003, Brian and Scott
Lines had fully paid for the‘Sedona shell.

51. Onor about January 10, the Sedona CEO arranged for the four million shares held
by himself and his sons .to be delivereci by mail to the aftention'of Brian Lings at LOM. Onor .
about January 11, 2003, LOM Ltd. received these four million shares. These share certificates,
which bore restricted legends, were never deposited into LOM’s \'fault or any LOM account.

52.  On or about January 14, 2003, aﬁer Tony Wile had begun to prime the market by
disseminating deceptive information regarding Renaissance and its planhed merger with Sedona

. (paragraphs 60-69, below), Brian Lines directed LOM employees to credit the 245,000 Sedona

13-



shares repreéented by Certificate A to the ICH account, and to rush Certificate A to the
Déppsitory Trust and Clearing Corporation (“DTC”), so that the Sedona shares could be traded
in the U.S. market. DTC is a central securities repository for U.S. brokerage firms that is used to
settle securities transactions

53.  On or about that same day, January 14, on Briap Lines’s instructions, LOM Ltd.’s
Physical Securities Department couriered Certificate A to the Manhattan offices of Mellon
Securities Trust .Company (“Mellon”) at 120 BroadWay, New York, New York, 10271. Mellon
performed various securities settlement and transfer services for LOM in the United States.
LOM Ltd.’s Physical Securities Department sent a fax that day to Mellon’s Manhattan offices
with instructions to, “Please send to the traﬁsfer agent anci deposit into DTC.” LOM Ltd.’s fax
also contained additional handwritten instructions to Mellon to “Please RUSH deposit this cert.”
Mellon cqmplied with these instructions and, on or about January 17, 2003, these shares were
Acredited into DTC. As discussed in paragraphs 106 through 119, below, the Lines brothers
A subsequently sold some of these Sedbna shares over the OTCBB on January 21, 2003, as part of
the scheme. |

54, On or about January 23, 2003, LOM Ltd. received the remaining 1.095 million of
thc total 5.34 million Sedona shéres thét Brian and Scott Lines had acquired. These shares were
credited to an LOM Baharﬁas account in the ﬁame of Largo Flight Ltd. (“LargofBahamaé”),
which was also controlled by Brian and Scott Lines.

55. Also on or about January 23, 2003, Brian Lines directed that 327,500 Sedona
shares, a portion of the shares purchased from certain of the Seven Shareholders, be sent to DTC
in the United States. That same day, on Brian Lines’s instructions, LOM Ltd.’s Physical

Securities Department couriered Sedona share certificates totaling 327,000 shares to Mellon’s
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~ Manhattan offices, and sent a fax-to Mellon’s Manhattan offices with instructions to, “Please -
send to the transfer agent and deposit into DTC.” Mellon complied with these instructions and,
on or about J anuary 28, 2003, these shares were credited into DTC.

3. Brian and Scott Lines Failed to Report Their Beneficial
QOwnership of Sedona

56. . Séctibns 13(d) of the Exéhange Act and Rules 13d-1 and 13d-2 thereunder [15
U.S.C. § 78m(d); 17 C.F.R. § 240.13d-1 and 240. 13d-2] require any person that has acquired,'
directly or .indirectly,,beneﬁcial.ownership of more than five percent of a class of registered
equity security to ﬁlé a statement on a Schedule 13D .wjth the Commission no later than ten days
following the more than five percent accumulation; and the Schedule 13D must be promptly
amended to disclose any material change in Vthe facts set forth in the Scheciule 13D (inciuding the
acquisition or disposition of beneficial ownership of securities in an amount equal to one percent
or more of the class of securities): Oné purpose of these laws and regulations is to ensure that
tile public is informed of any acquisition of, or material changes to, a more than five percent
~ position iﬂ a pubiicly—traded security by an individual, entity, or related group. -

. 57.  Section 16(a) of the Exchange Act [15‘ U.S.C. § 78p(a)] requires any person who is
the ofﬁcer, director, or beneficial owner of more than ten percent of a class of registered equity
security to file aistait_emen_t Wiﬂ’l the Commission. Rule 16a-3 [17 C.F.R. §240.16a-3] provides
that Section 1.6(a): disclosures be made by filing a Forrﬁ 3 for initial statements of beneficial
ownership and a Form 4 for statements of changes in beneficial ownership. One purpose of
these laws and fegulations is to ensure that the public is informed of any acquisition of, or-
changes to, a stock position in a publicly-traded security by an ofﬁcer, director, or i)ﬂncipal

_ stockholder.
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58. Brian and Scott Lines, as beneficial owners of more than ninety-nine percent of
Sedona’s outstanding shares, were required to file, within ten days of their acquisition ofa
- controlling interest in Sedona, beneﬁ’cialowner_s'hip reports with the Commission, specifically,
an original Schedule 13D and Form 3. Brian and Scott Lines failed to file such repotts.

59. Sedona, asa public company with stock registered with the Commission, was
required to file a current report on Form 8-K with the Commission disclosing 1;he Lines brothers’
acquisition of majority coﬁtrel, but failed to do so. As control persons of Sedona, Brian and
Scott Lines should have caused Sedona to make such a filing; but failed'te do so.

C. Tony Wile and Renaissance Unlawfully Primed the Market for
Sedona Stock ‘

60. From late 2002 through January 2003, Wile, Renaissance, and others, including
several purportedly “independent”vmjning‘ stock analysts, engaged in a cencer’[ed effort to
publicize false and misleading information in order to prime the market fer Renaissance’s
antieipated merger with a public shell company.

61. Wile and Renaissance assembled an extensive promotional apparatus to publicly
disseminate false and misleading information to create the false impression that Renaissance had
acquired three Central American gold mines and was the “Leading Gold Producer in Latin
- America.”

62. Wile created anve‘n.tity kﬁown as International Mining Group (“IMG”) in early
January 2003, to serve as Renaissance’s “investor relations” firm, and caused IMG to distribute
deceptive e-mails regarding Renaissance to various gold newsletter W1:iters, miaing—related‘
websites, and prospective investers; as described in paragraphs 69 and 74, below. |

63. 'On January 8, 2003, Wile and Renaissance 1ssued a press release headlined,

“Renaissance Acquires.Major Portfolio of Gold Producing Assets in Latin America” (“January 8
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Press Release™). This headline was materially falsé and misleading because Renaissance had not
acquired any assets, but had merely signed a non-binding letter of intent to acquire the three -
mining pfoperties from CAN[HL The release also failed to disclose that, at the time,
Renaissance lacked the ﬁnancial.-resources to acquire the gold mines and had to raise funds \for -
that purpose.

: 64. The January 8 Press Release élso quoted Wile’s parfner, Renaissance’s president,
as stating that “Renaissance ha;s* successfully made the leaf) from exploration to production in thé
space of a feW short moﬁths” (emphasis added). In combination witil.the headline, this statement
created the false appearance that Renaissance had already acquired the gold mines. The release
also failed to disclose several material facts and contingencies about these purported mlmng
acquisitions, including that: (i) the acquisitions were contingent on Renaissance first becoming a
publicly-traded company through the acquisition of a public shell company; (ii) Renaissance
would be required to make significant additional payments to, and assume significant debts from,
_ CAMHL,; and (iii) Renaissance wouid be ceding control of its board of directors and outstanding
shares to CAMHL’s principals within six months of closing.

65. The January 8 Press Release also presented a misleading picture of the “gold
producing” assets that Renaissance had purportedly acquired. For example, the releage said that
one mine “[;va]s to resume production in February [2003] and produce 75,000 ounces of 'gold‘in‘v
2003 and 85,000 ounces of gold in 2004 and 2005,” but failed to disclose the material facts that.
such prdj eqtions Were unveriﬁed and could not be achieved without Renaissance ﬁrstr obtaining
millions of dollars in'ﬁnancing to- acquire and reactivate the mines.

66. The January 8 Press Release also referred readers to Renaissance’s website, which

furthered the false impression that Renaissance actually owned the Central American gold mines
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and was engaging in actual inining operations. The website’s home page contained several

photographs depictihg active mining operations and a large banner stating “Renaissance

Mining/Leading Gold Producer in Latin America.” In fact, at that time, Renaissance did not own
“any gold mines and was not engaged in mining operations.

67: Renaissance’s website also.included a long “mission statement” from Wile’s
partner, Renaissance’s president, in which he explained, “We have successfully built a portfolio -
of producing gold mines and economic deposit [sic] in Cenﬁal America . . . . 'RenaissarAlce Has ,
successfully made thé leap from exploration to production in the space of a féw short months, in
what normally 1s a cycle of several years.” ‘In a separate part of the website, under the
misleading heading “Production and Reserves, Central and South America,” Renaissance further
claimed that it had “acquired an extensive portfolio of producing gold mines and economic gold
deposits in'Nicaragua and Panama,” and described each of those mines (as well as specific
figures for gold production and reserves) as if Renaissance had already owned the mines.

68. Wileand Renaisséﬁce bublicly disseminated the January 8 Press Relgase to
prospective investors. Wile and Renaissance’s president jointly drafted the January 8 Press
Rele.:e'lse and the content of Renaissance’s Websité, and Wile knew, or was reckless in not
knowing, that each contained materially false and misleading information.

| 69. At Wile’s direction; the January 8 Press Release also was djétrﬂ)uted' by H\/IG,
posted on other gold mining websites, and, upon information and belief, was disseminated by
Wile via a broadcast (or “blast”) e-mail to hundreds of people. |

70.  On January 14, Wile gave a radio interview with the Wall Street Reporter, an

investment magazine based in Manhattan, New York, that was made available to the pubiic via

webcast on the Wall Street Reporter’s website. In that interview, Wile touted Renaissance’s
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“meteoric rise” and “rapid growth,” most recently demonstrated by its “acquisition” of several
“world class” mines in Central América. Wile misleadingly spoke about the mining properties
as if they already had been acquired by Renaissance. |
71. Brian Lines was aware in early January 2003 that Wile was coordinating a
substantial effort, along with defendant Robert Chapman, to prime the market gt that time in
advance of the Renaissance/Sedona merger announcement. On January 2, 2003, Wilé sent Brian

Lines an e-mail attaching a-draft of the January 8 Press Release and stating,

This is the start of a massive promotion. Visit a website www.internationalmininggroup.com to
see my team. I own this company and have 15 guys working the phones in South Florida. . . .
Bob Chapman’s son runs the hedge fund which is being stoked with cash now. Bob [Chapman]
and I are also closing a transaction to acquire a brokerage firm . . . that will focus on Resource
stocks. . . . The circle is almost complete. Too bad you can’t be in Boca [Raton] for the night of
[January] 10®. We have over 100 people coming for an unbelievable private Renaissance party.

D. Deceptive Press Release Announcing Renaissance’s Reverse
Merger with Sedona :

72. At the time that Wile and Renaissance were disseminaﬁng the false and misleading
statements described in paragraphs 60 through 71, above, Renaissance, with the assistance of
LOM and the Lines brothers, Was attempting to carry out a series of transactions whereby it
would: (i) acquire the three Central American gold mines that it already publicly claimed to own;
(i1) raise approximately $5-6 million in a purportedly private stock offering (the “Offering”) in
order to acquire and‘ reacti§ate the mines; and (iii) merge with the pub’licly-tradéd Sédona shell

| company, which the Lines brothers had éecretly acquired, to take the newly-formed mining
company public. To effect those transactions, Wile and Renaissénqe misled public investors into
believing that they could invest in Central Amcrican gold mines purportedly owne’dAby
Renaissance by purchasing Sedona stock on the OTCBB - even though Renaissance had not

merged with Sedona and did not own the mines.
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73. On January 17,2003, Wilbe and Renaissance issued a press release announcihg that
it had signed a letter of intent with Sedona (the “January 17 Press Release”), puréuant to Which
Sedona was to acquire all of Renaissance’s issued and outstanding shares and change its name to
Renaissance Mining Holding Corporation.

74. The January 17 Press Release was posfed on Réhaissahc¢’$ Webéite, IMG’s
website, and other gold websités, and was disseminated by Wile and IMG via broadcast e-mails
to potential investors. The release also referréd readers to the deceptive January 8 Press Release
concerning Rénaissance’s purported C.entral American mining acquisitions.

75. The January 17 Press Release falsely clair;led that all of Sedona’s officers and
directors had already resigned and been replaced by Wile (as chairman) and Renaissanc_:e’.s
' presidént (as president and chief executive officer).

76. The January 17 Press Release also identified defendant LOM Capital as
Renaissance’s investment banker and highlighted its role as underwriter of the $6 million stock
A Offering without disclosing the mateﬁal fact that LOM Capital’s prinéipals, defendants Brian
and Scott Lines, had recently acquired and controiled more than ninety-nine percent of Sedona’s
outstanding shares. By failing to disclose the Lines brothers’ controlling interest in Sedona, the
release created the misleading impression that an independent investinent bénking firm had
evaluated the rﬁerits of the Renaissance/Sedona merger and agreed to‘ sérve as imderwr_iter for
Renaissance’s Offering.

77. Wile and his partner drafted the January 17 Press Release, and were -aware that
LOM-related parties had already acquired nearly all of Sedona’s outstanding shares weeks

earlier.
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78. Omnor a'b-out January 17, on béhalf of LOM Capital, Brian Lines reviewed the
January 17 Préss Release prior to its issuance.l As one of Sedona’s cbntrolling shareholders,
Brian Lines knew, or was reckless in not knowing, that the January 17 Press Release omitted
material information regarding his and Scott Lines’s ownership of Sedona.

79 By January 17, 2003, LOM Capital, Brian Lines, and Scott Lines knew, or were
reckless in not knowing, that: (i) the proposed merger between Renaissance and Sedona had not
closed; (ii) Renais.sance shares were not trading oﬁ the U.S. markets (under the symbol SSSI or
.otherWise) ; (iii) Renaissance had not acquired any gold mines, and (iv) Renaissance needed the
$6 million in proceeds from the Offering to acquire and reactivate the CAMHL gold mines that
Renaissance was public;ly claiming that it already owned.

80. On January 21, just after midnight, Sedona issued a press release through Business
Wire, a corpbrate. news release dissemination service, announcing its letter of intent with
Renaissance. This press rélease was substantially identical to Renaissance’s January 17 Press
| Release and Tony Wile issued it thrdugh Sedona’s Business Wire account.

81. Renaissance had planned its $6 million Offering as an unregistered, but exempt,
privafé_bffering pursuant to Securities Act Regulation D [17 C.FR. §§230.501 - 230.508],
which- prﬁovid'es.’an exenﬁption from registration} under the Securities Act for certain limited offers

| and sales of securities. To qualify for a Regulation D exemption, the issuer must, among other
' thjngs, satisfy the 4c_onditions of Securities Act Rule 502(c) [17 C.F.R. § 230.502(c)], which
prohibits offers or sales by means of “any form o‘f general solicitation or general advertising,
inélﬁding, but not limited to ... [a]ny adyertisement, article, notice or other communication

published in any newspaper, magazine, or similar media or broadcast....”
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- 82. Renaissance’s January 17 and Jamiary 21 press releases were communications that
were disseminated publicly through the media, and constituted forms of “general solicitation or
general adVertisiﬁg.” Therefore, the _Offering failed to qualify féf the exemption provided by
Regulatibn D and was subject to the registration requirements of the federal securities laws.

- Renaissance thus unlawfully offered and sold its securities to the public without registration or a
valid exemption. As the panieé responsible for the information contained in Renaissance’s

| January 17 and January 21 press releases concerning tﬁe Offering, Tony Wile, Brian Lines, LOM
. Capital, and, upon informatién and belief, Scotf Lines, also unlawﬁllly offered and sold |
Renaissance securities to the public without reé,istration or a valid exemption.

E. Robert Chapman and Other Newsletter Writers Published Deceptive
Information to Artificially Inflate.the Price of Sedona Shares

83. In the days preceding the planned announcement of the Renaissance/Sedona |
merger, defendant Robert Chapman and thiree other newsletter writers whb had been recruited by
Tony Wile issued purportedly “iﬁdepen_dent” research réports that convéyed_ materially false and
mjsleéding information to investors. |

84. Chapman secretly owned 370,000 Renaissance.shares that he had bought at prices.
ranging from $0.25 to $1.00 per share, and Which amounted to alrno_s;c nine percent of the
-comp_any’-.s' outstanding.stock és of October '2002; ‘Chapman concealed his ownership of
Renaissance stock by using a Bahamian entity named Marathon Industrial Fund, Ltd., asa
nominee.

35. Im Noveﬁber 2002, one month -aﬁer‘ acqﬁiring most of his Renaissance stock,
Chapman initiated coverage on the company by touting Re_naissénce as “an incredible
opportunity that could be the largqst public offering in the United States for a mining company

this year.” Chapmén added that the company was “expected” to go public in the second or third
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quarter of 2003, and would soon do a small private placemeﬁt_at $1 per share, and that interested
investors should call Tony Wile. Chapman failed to disclose in his report his significant
financial interest in Renaissance.

86. On Friday, January 17, 2003, Tony Wile c;alled a ﬁéwslétter writer based in
Vancoﬁver, Canada (“Touter A”), who also was a Renaissance shafeholder, to :infonn‘ him that
Renaissance Would likely begin frading at $10 per share on the next trading day, Tuesday,

J anﬁary 2.1 (Monday, January 20 was the Martin-Luther Kiﬁg, Jl". holiday) on the OTCBB as
Sedona. Wile told Touter A that Chapman had already prepéred a report touting the reverse
takeover, and encouraged Touter A to prepare a report as well. |

87. The next day, Saturday, January 18, Chapman sent an e;mail to Touter A and other
unnamed recipients attaching a draft of the Renaissance report that Cha,pmarix planned to issue the
following day. - | |

88. On Sunday, January 19, Chapman distributed his repoft (the “Chapman Report”) to |
* his e-mail subscribers, and arranged ;ro have it published on at lee'tst. one public website. The
Chapman Report contained the heading, “Renaissance Mining Corp; Symbol: SSSI—- OTCBB
Cunent'f’ﬁce US $10.00.” This headline was false because, at that time, Renaissance was not
publicly traded on the OTCBB under the symbol “SSSI,” the merger With Sedona had not been
completed, and Sedona’s last quotéd share price had been $0.03, not: $10.00.
| 89. The Chapman Report also falseiy stated that:.(i) Renaissance had “acquired” the-
Central American mining assets; (ii) Renaissance was alréady public and “available to be
purchased” under Sedona’s tic;ker symbol; (iii) Sedona’s “current price” was $10; and (iv).
Renaissance’s share price could evéntually reach $62 per share. Chapman falsely claimed to be

an “independent mining analyst” inthe report, and asserted that he had “never felt so strongly”
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about the ﬁlture.prosnects of any company. HOaner, ’Chanman failed to disnlqsn that he held
over 300,000 shares of Renaissance stock that he ,_previonsly had purch'ased. at $0.25 per share.

90. On Monday, January 20, while the U.S. stock markets were closed for the federal
holiday, Wile sent a broadcast e-mail to hundreds of recipiénts - including, upon information and
belief, po_tential investors — that faisely stated that “RenaissanceA [wa]s no longer a private
company,” was eiva.ilable for purchase on the OTCBB under the ti'cker:. symbol SSSI, and that
“lajny pilblicly traded shares purchased in SSSI will simply become shares in Renaissance
Holding Corp once the name change and symbol change have takenveffect.” Wile attached)a
copy of Cha;iman’s January 19 report to his January 20 email and stated, “Attachéd is é copy of
a Special News Bulletin that was issued by one of the world’s leading independent mining
analysts - Bob Chapman. We encourage you to read the report and expect many analysts to start
to cover Renaissance.” Wile did not disclose in his email that Chapman had purchased over
300,000 Renaissance shares at $0.25 per share, nor did he disclose that Brian and Scott Lines
| owned the Sedona shell company. | |

91. On or about January 21, 2003, Brian Lines received Wile’s deceptive January 20
email. Also on that same day, Brian Lines forwardeid Wile’s deceptive January 20 email to Scott
Lines and other LOM brokers.

92. | Chapman and Touter A’s false and misleading reporis on Renaissance were
distributed to their respective subscribers by e-mail and republished within days on severail gold
mining websites.

93. On ﬂrie morning of January 21, almost immediately after Business Wire had posféd
the press release announcing Sedona’s merger with Renaissance, Wile sent another e-mail to

Brian Lines, attaching copies of the reports on Renaissance issued by the other newsletter writers
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that had’ been published on the previous day and exclaiming, “Look out baby cause were comin-
[sic] on like a hurricane!” Brian Lines knew, or was reckless 1n not knowing, that fhesg
newsletter reports on Renaissance contained false and misleading information ahd omitted
material facts. |

F. Renaissance Offered and Sold Private Placement Shares Using a
False and Misleading Offering Memoran.dum

94.  Inmid-January 2003, Renaissance began soliciting investors for its Offering to
raise the $6 million needed to acquire the three Central American gold mines that it publicly
claimed it alfeady owned. Renaissance planned for the Offering to cdmmence on January 21, the
first day of orchestrated substantial trading. in Sedona’s stock, as described in paragraphs 106
through 119, below.

95.  Renaissance’s Offering called for the issuance of two million restricted shares at $3
per share. LOM Capital, pursuant to its underwritiﬁg agreement with Renaissance, was fo
receive a seven percent fee as part of the Offering.

96. As part of the Offering, Renaissance preﬁared a private offering memorandum
(“Offe_ri.ng Memorandum™). Tony Wile and Renaissance’s president drafted or reviewed the‘
Offering Memorandum »@d caused it to be disseminated to potential U.S. investors.

97. Renaissance’s Offering Memorandum ;:ontained- several rﬂateﬂal
misrepresentations ahd omissions. For example, Renaissance’s Offeﬁng Memorandum stated
tha;c Sedona’s last récorded trade had occurred at a price of $5.00 per share (in fact, Sedond had.
last traded at $0.03 per share in May 2002), and that Sedona’s officers and directors had resigned
on J anuary 17 and had been replaced by Tony Wile and Renaissance’s president. The Offering
Memoran&um also failed to disclose several material' facts vrbegarding the actual cost of acquiring

the gold mines from CAMHL, Renaissance’s assumption of significant debt from CAMHL, and
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the ~terthsof CAMHL’s acquisition of control over Renaissance’s board of directors. The.
Offering Memorandum also failed to disclose that LOM principals Brian and Scott Lines owned
more than ninet’y—nine percent of Sedona’s outstanding shares, and that Wile, upon information
and belief, was the beneficial owner of at least. 900,000 additional Renaissance shares issued in
the nameé of two offshore nominees.

98. Byno latér than January 22, 2003, Brian and Scott Lines had received coﬁies of the
Offering Memora:ﬂdum. However, they faﬂed to correct the omission of méterial information
concérning their joint ownership and control of Sedona.

99. Renaissance and others at Tony Wile’s direction, including IMG (Renaissance’s
“mvestor relations” firm) solicited prospective investors throughout the U.S. , including 'within
this district_, to purchase stock in Renaissance’s Offering. Investors were provided copies of the
false and misleading Offering Memorandﬁm, or were told false and misleading information
regarding Renaissance. Investors also were told, among other things, that purchasing
- Renaissance shares in the Offering for $3 per share was the functional equivalent of purchasing
Sedona shares on the open market on January 21, 2003 and thereafter.

| 100. During the week prior to January 21, and on January 21, Scott Lines also made
- numerous phone calls to LOM accounfholders on behalf of Renaissénce soliciting them to
_purch‘asé Renaissance Offering shares. Upon information and belief, Scott Lines,. Brian Lines,
and LOM Capital and its employees had not conducted reasonable due diligence concerning
Renaissance and -t.he Central American mines prior to séliciting their customers to purchase
shares in the Offering.

101. Scott Lines knowingly or recklessly provided false and misleading information

about Renaissance and Sedona to his customers during those calls. For example, on January 16,
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five de_ys before Se.dona’s stock began_trading, Scott Lines told at least one LOM customer that
Sedona’s stock price Weuld opep at around $7 or $8 per share, and used that price to induce the
customer to buy Renaissance sheres in the Offering at $3. On the morning of J. anuary-21, b.efore
the market opened, Scott Lines told several additional LOM customers that Sedona’s stock
would open at $7 to $8 per share, and again used that inﬂated_priceto sell Renaissance shares at
$3 per share. Sedona’s sfock was, in fact, manipulated, as discussed in paragr_aphs 106 to 117,

below, to open at around $8 per share on January 21, and later that day, Scott Lines falsely told

" . his customers that Renaissance shares were trading at $9 per share, when he knew, or was

- reckless in not knowing, that no merger between Renaissance and Sedona had occurred. Scott _
Lines also failed to disclose in his solicitations to LOM customers that he and Brian Lines owned
the Sedona shell that was publicly trading on January 21.
102. During h1s solicitation calls on or before J anuary 21, Scott Lines alse told his
customers that Renaissance had already acquired the Central American mines and that the mines
were currently producing. For examble, on January 21, Scott Lines told one LOM customer that
Renaissance had alresdy acquired the Central American mines, was “going to produce 100,000
ounces this year,” was “going to achieve $16 million U.S. [dollars] in cash flow,” and was
“going‘ to IPO it today . . . in the sort of $7 to $8 area.” Based on Scott Lines’s pitch, the LOM
customer agreed to .invesf $20,000 in the Offering. In fect, Scott Lines knew, or was reckless in
not knowing, that Renaissance had .net acquired the mines, and in fact needed the Offering funds
.'that he was solicitingv in order to complete the acquisition and bring them int(.)bproduction. Scott
Lines knowingly or recklessly failed to disclose during that call that he and Brian Liﬁes owned
the Sedona shell, and that LOM Capital had not conducted reasonable due diligence concerning

Renaissance.
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103. Customers solicited by Scott Lines agreéd to purchaséAapproxime.ltely 155,000 ‘
Renaissance shares. During a J. anuéry 23, 2003 interview With;the Commission staff, Scott Lines
stated that Renaissance’s Offéﬂﬁg already Was fully subscribed, only two days after it had -
opened. In total, LOM Capital’s customers apparently agreed to buy 1.2 million Renaissance
shares in the Offering, generating proceeds of approximately $3.3 million and a commission to
LOM Capital of approximately $284,’OQQ.

104. At least one of ‘the LOM customers that Scott Lines soligited resided in fhe U.S.,
and was at his U.S. plabe of business When Scott Lines called to him to solicit him to buy
Renaissance Offering shares. The U.S. customer had maintained an account at LOM Bermuda
for several years. On or about January 21, 2003, Scott Lines told this US customer that
Renaissance’s stock would open at $7 to $8 per share, and that Renaissance would produce
150,000 ounces of gold in 2003. Based on Scott Lines’s solicitation, this customer agreed to |
invest $30,000 in Renaissénce’s Offering.

105. During the week following January 21; 2003, many of the prospective iﬁvestors
Whom Renaissance and its agents solicited, and who recei&ed Renaissance’s false and misleading
Offeﬁng Memorandum, submitted executed sﬁbscription agreements and transferred funds to
" Renaissance in payment for the stock.

G. Tony Wﬂe, Wayne Wile, and the Lines Brothers Manipulated
Trading to Ensure Sedona’s iStoc_k Price Would Approach $10

106. On the morning of January 21, 2003, defendants Tony Wile and Wayne Wile,
along with defendants Brian and Scott Lines, prchestrated a maﬁipulative trade in Sedona’s
stock. | |

107. At8:17am.onJ anuary él, the ICH account,joi'ntly controlled by Brian and Scott

Lines placed an order with one of the U.S. broker-dealers where LOM Ltd. maintained accounts
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(“Broker-Dealer A”), to sell 5,000 shares of Sedona at $6.50 per share. Brian and Scott -Lines
wére both authorized to place trades and direct transactions in LOM Ltd.’s account at Broker-
Dealer A, and both were signatoﬁes to LOM Ltd.’s account opening documentation with respect
to Broker-Dealer A.

108. At 8:34 am., Tony Wile telephoned Wayne Wile. Immediately after that call,
which lasted four minutes, Tony Wile phoned LOM in Bermuda for two minutes.

109. At9:12 am., the Lines brothers’ ICH account placed an order with Brbker—DeaIer
A to sell 20,000 shares of Sedona at $9 per share, and cancelled the prior order to sell S,OOO
shares at $6.50 per share.

110. At 9:19 am., Tony Wile again called Wayne Wile, and that call lasted two minutes.

111. Fi.ve minutes later, and just minutes before trading opened, Wayne Wile placed a
limit order to bpy 5,000 sﬁares at $8.25 per share — a highly unusual bvid given that Sedona had
been dormant for seven months, last trading at $6.03 per share on May 21, 2002.

112. Wayne Wile placed his.prearrange_d buy order at a Canadian brokerage firm
through an account in the name of “Industrias Balmez,” a Costa Rican nominee company that
Wayne Wile controlled. |

113. W ayne ‘Wile’s buy order was routed to Broker-Dealer A, which also held Brian and
Scott Lines’s order to séll Z0,000 Sedona:s}_lares. |

114. After receiving Wayne Wile’s buy order, defendant Ryan Leeds, LOM Ltvd..’_s
registered representative at Broker-Dealer A, posted a quote of $8 - $9.50 (bid and ask), creating
an artificial market in Sedona’s stock. |
| 115. At 9:31 a.m., Leeds executed Wayne Wile’s bujorder, knowing that he would use .

the Sedona shares that Brian and Scott Lines were selling to fill that buy order.
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116. Later on January 21, Wayne Wile sold all 5,000 Sedona shares that he had bought

earlier that day for a profit of over $5,000.
| 117. The scheme to manipulate the price of Sedona’s stock was very successﬁﬂ. .

Trading in Sedona stock opened at $8.10 per share, and remained in ’_chat range for the rest of the
- day on a record volume of over 300,000 shares before closing at over $9 per share, artificially-
bloating Sedona’s market caf)italization'to over $45 million.

118. Numerous public investbrs purchased Seddna stock at artificially inflated prices |
based on materially false and misleading iﬁfozmation about Renaissance and Sedéna that Wile, .
Chapman, and others, directly or indirectly, had disseminafed with knowledge, or reckless
disregard, of the materially false and misleading nature of the information.

119. The ICH account jointly controlled by Brian and Scott Lines sold apprbximately
92,000 shares of Sedona on January 21, 2003 at prices ranging from $8.95 to $9.45 per share.
These.sales, madé through LOM Ltd.’s accounts at Bfoker-Dealer A and another U.S. broker-
| dealer, accounted for thirty percent of the total trading volume in Sedoﬁa stock that day.

120. FromJ anuary 22 through January 27, 2003, the ICH account sdld another 51,000

Sedona shares, primarily through Broker-Dealer A but also through other U.S. broker-dealers.

121. In total, between January 21 and January 27, Brian and Scoﬁ Lines sold at prices -
ranging from $8.95 to $9.40 per share apﬁroxiinately 143,000 shares of Sedona stock that they
had bought for about $0.07 per share, realizing illegal proceeds of approximately $1.36 million.
All of these sales ‘were made without a registration .statement in effect, aﬁd with no valid |
exemptions from registration.

122. Leeds executed the majority of these sales of approximately 106,000 Sedona shares_A

over the OTCBB on behalf of LOM Ltd. and the Lines brothers. Leeds failed to conduct a
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feasonable inquiry to determine whether LOM and the Lines brothers were engaged in an illegal
- distribution of Sedona secuﬁtiés. Despite the existence of se&e»rél red flags — among them, that
LOM Ltd. suddenly had a large block of ~Seciona securities to sell, that Sedona’s stock had not
traded for seven.months, and that, prior to J anuary 21, the stock had traded for only pennies per '
share, but was being offered for sale on that day at $9 per share — Leeds did not conduct a
reasonable inquiry, or any due diligence, into the origin and ownership of the Sedona shares
before he offered and sold them on behalf 6f LOM Ltd. and the Lines brothers. Leeds made no
attempt to determine whether a valid registration statement was in effect for thesé sales, or t§
diécover whether the Lines brdtheré were acting as underwriters engaged in an illegal
| distribution of Sedona securities when he offered and sold the Sedona shares on their behalf.

123. On or about J anuary 21, Scott Lines spoke by telephone with someone named
“Ryan” concerning Sedona stock. During that call, which occurred in the late afternoon, Scott
Lines told “Ryan” to “gét back out there and sell some more [Sedona stock].’f,-: Upon information
‘ and belief, the “Ryan” to whom Scoﬁ Lines spoke during that call was defendant Ryan Leeds.

124. During this period, LOM Ltd. also used other U.S. broker-dealers to sell Sedona
shares over the OTCBB on behalf of the Lines brothers.

125. LOM’s trading desk also communicated exténsively with Broker-Dealer A and
~ other brokerage firms in the U.S. regarding transactions in Sedona. Whgn LOM’s trading desk |
placed orders with U.S. brokerage firms, it contacted those firms directly, either telephonicaliy or
electronicélly over an integrated trading and messag¢ system operated by Bloomberg Finance
LP.

126. LOM Ltd. transmitted the Lines brothers’ Sedona sell orders from their ICH

account at LOM Bermuda to Broker-Dealer A and other U.S. broker-dealers between January 21
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and January 27,'2003. Both LOM Bermiuda and LOM Ltd. failed to conduct a reasonable
inquiry to determine whether the Lines brothers were engaged in an illegal distribution of Sedona
securities.

| 127.. On or about J anﬁary 21, 2003, Brian and Scott Lines privately sold 100,000 Sedoné
shares at $4 per share from their ICH account to certain LOM customers and employees, and to
céﬁain of the signature directors of thé nominees used in the Sedona acquisition. At that time,
Sedona silares were publicly trading at $9 per share. Even though Brian and Scott Lines had sold
the. 100,000 shares for $4 pAer share, they .had purchased the Sedona shafes for only about $0.07
per share and thus earned approximately $393,000 from these .-sales to their own custorners, |
empl_oyees, and signature directors.

128. During the following week, several of those LOM-related purchasers sold
approximately 16,300 of these shares over the OTCBB, yielding proceeds of approximately
$80,000. LOM sold these Sedona shares on behalf of its customers and employees through
- LOM’s US broker-dealers.

129. On January 29, 2003, the Commission suspended trading in Sedona’s stock because .
of quesfions concerning the accuracy and completeness of public information about Sedona and
Renaiésance.

130. Scott Lines was aware of the impact of his and Brian Lines’s sales of Sedona stock
over the OTCBB. During two different telephone calls following the Commission’s suspension
of trading in Sedona’s stock, Scott Lines stated that the “Americans” were the investofs who
were “laid out” by the suspension because:they had purchased Sedona stock that he and Brian

had been selling at $9 per share.
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H.  Brian Lines, Scott Lmes, and LOM Altered Records to Conceal
' Their Roles in the Scheme :

,113 1. On or about-January 31, 2003,.after the ‘Commiss‘ion’s suspension of trading in
Sedona stock, Brian Lines instr-ucte'd_ LOM emplbyees to backdate the Sedona share purchase
agreements to January 5, 2003, even thoug_hbthe agreements had not been fully executed ﬁntil
about January 28. -

132. On or about February 3, 2003, Brian Lines falsely told the Commission staff that
the five nominee companies were the trﬁe beneficial owners of fhe Sedona shares acquired from -
Sedona’s CEO and his associates. In reality, Brian aﬁd'Scott Lines were the beneficial owners of
these shares. Brian Lines did not tell the Commission staff that he and Scétt Lines controlled the -
nominee compam'es. | | |

133. Qn or about February 5, Brian and Scott Lines, in an attempt to conceal their
control over Sédoha, directed LOM employees to create and backdate trading and account
records to give the appearance that the nominees and/or their signature directors who had
" executed thé Sedona share purchase agreements were the purported beneficial owners of Sedona.

134. Specifically, Brian and.Scott Lines instructed LOM employees to reallocate Sedona
shares from Brian and Scott Lines’s ICH and Largo-Bahamas accounts, which had originally
recelved the shares, into dlfferent LOM accounts that bore some relation to the nominees.
Because four of the five nominee compames did not maintain accounts at LOM, Brian and Scott
Lines 'dlrected LOM employees to credlt the shares ostensibly purchased by those nominees to
the LOM accounts of certain of their signatufre directors who had signed the Sedona share
- purchase agreements. |
135. At the direction of Briani and Scott Lines, LOM employees.thenvbackdated LOM’s

records to falsely show that the accounts of certain of the signature directors had received
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| Sedona shares on J anuary 23, 2003. In fact, the Sedona shares were not credited to theée LOM
accounts until about February 5, 2003. The account statements for the Lines brothers’ ICH énd
Largo-Bahamas accounts were similarly -alteréd to remove evidence that they had received
certain Sedona shares.

| 136. Also at the direction of Brian and Scott Liﬁés, on or ébout February 4, 2003, LOM
rescinded the private sale of .the 100,000 shares ﬁém the Lines brothers’ ICH account to
numerous LOM customers, including certain signature directors, except for the approximately
16,300 Sedoné.shafes that these LOM qustomers had already sold over the OTCBB.

137. In addition, ‘on or about February 4, 2003, Scott Lines sent a letter to Renaissance’s

U.S. mailing address in Denyer, Colbrado. In that letter, Scott Lines stated that LOM Capital
was withdrawing its offer té underwﬁté Renaissance’s Offering because “due diligeﬁce was not
completed to the satisfaction of LOM Capitai.” This remérkable letter was sent after LOM
Capifél’s customers, solicited by Scott Lines and others, had agreed to buy 1.2 million

- Renaissance shares in the Offering for approximately $3.3 million.

L The LOM Entities Pléved a Significant Role in the Sedona Fraud

138. The Lines brothers’ control over the LOM Entities was central to their
mam'pula_tive scherﬂe. In their respective roles as the two mbSt senior officers of the LOM
Entit-ieé during thevrelevant period, Brian and Scott Liﬁes were able to direct the actions of LOM"
employees at each step of the fraud.

| 139. For example, Brian and/or Scott Lines directed LOM employees to: (i) use LQM- _

contrélled nominees to sign thé Sedona share purchase agreements; (ii) transfer funds into the
Lines brothers’ ICH account at LOM Bermuda and Wire. funds from that account to pay for the

Sedona shell; (iii) credit the Sedona stock certificates from the Sedona CEO and the Seven
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Shareholders to the ICH and Lergo-Bahamas accounts controlled by Brian and Scott Lines and
maintained at LOM Bermuda and LOM Bahamas, respecti-yely; (iv) deliver Sedona stock from
LOM Ltd. to DTC, so that they. could be sold over the OTCBB; (v) backdate the Sedoné share
purchase agreements; (vi) allocate Sedona stock to. LQM customers and employees at $4 per
share; and (vii) reallocate the Sedona shares from the ICH and Largo-Bahamas accounts inte
other LOM brokerage accounts after the Commission began its investigation, in order to conceal
Brian end Scott Lines’ beneficial ownership. '

- 140. Brian and Scott Lines also used LOM Ltd.’s U.S.-based brokerage accounts at
Broker-Dealer A and other firms to sell their Sedona shares; and executed the manipulative
trades in Sedona stock through the ICH accounf at LOM Bermuda for which Brian and Scott
Lines Were co-brokers.

141. Brian and Scott Lines also acted on behalf of LOM Capital in their official
capacities as President and Managing Director, respectively, ‘in connection with this scheme.
LOM Cépital permitted Renaissance 4t0 disclose its role as investment banker for Renaissance’s
Offering in press releases issued on January 17 and January 21, 2003, without disclosing Brian .
and Scott Lines’ ownership of fhe Sedona shell. The Lines brothers also acted in their capacities
as LOM brokers when they solicited LOM customers to invest in the private placement. |

142. The LOM Entities also benefited, oe .sto‘od to benefit, financially from the Sedona
fraud, through commissions earned on the purchase and sale of Sedona'steck, and the seven
percent investment banking fee for the Renaissance Offering.

143. At all relevant times throughout the Seciona scheme, Brian and Scott Lines were
control persons of LOM Holdings aﬁd its subsidiaries, and LOM Holdings was a control person

of subsidiaries LOM Capital, LOM Ltd., LOM Bermuda, LOM Bahamas, and LOM Cayman.
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II. THE SHEP FRAUDULENT SCHEME

144. In 2002, prior to their participation in the Sedona‘manipullétion, Brian and Scott
Lines, along with two LOM customérs, defendants Peever and Curtis, together participa_ted ina
fraudulent manipulative scheme to obtain secret control of another public shell company,
merging it with a pﬁvate company, paying touters to promote the stock, and then proﬁting by
selling millions of éhares into the ensuing demand.

A. Peever and Curtis’s Secret Acquisition of IHI

145. On January 3, 2002, with Brian Lines acting as their representative, Peever and
Curtis secretly acquired over eighty-three percent of the outstanding shares of Inside Holdings, A
Inc. (“IHI”), a Canadian public shell company whose securities were registered with the
Commission, from a group of IHI officers and directors.

146. The IHI purchase agreement designated “Lines Overseas Management,” and Brian
Lines specifically, to act as “attorney in fact” on i)ehalf of the “groﬁp” of purchasers.

147. Aswith Sedona, Brian ‘Lines used LOM-controlled nominee companies and
signature directors to execute the purchase agreement to acquire the IHI shares. While the LOM-
controlled nominees appeéred to be the purchasers, Peever and Curtis were the actual beneficial
owners of these IHI shares.

148.. The six hdminée companjes that executed the IHI purchase agreemeﬁt were
Gateway and Warwick, which were later used by Brian and Scott Lines in the Sedona
transaction, along with Consensus Investments Ltd. (“Consensus”), Nottinghill Resources Ltd.

(“Nottinghill”), SKN Holdings Ltd. (“SKN™), and Aberdeen Holdings Ltd. (“Aberdeen”).
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149. In fact, Peever and Curtis each paid half of the approximately $400,000 IHI
purchase price. None of the nominees and signature directors contributed any funds toward the
purchase of IHI shares, nor did they beneficially own these shares.

150. By aboﬁt J anﬁary 23,2002, the THI sellers delivered approximateiy 5.6 million IHT'
shares to Brian Lines and LOM Ltd. OnJ anuary 29, 2002, Brian Lines instructed that ’these_ |
shares be credited in equal amounts to two different LOM Cayman accounts, Golden
Accumulator Ltd. (“Golden”) and Nomad Trading, Ltd (“Nomad™). |

151. The Gélden account was beneficially owned By Peever, and the Nomad account
was beneficially owned by Curtis. The ﬁomad account subsequently was transferred from LOMv
Cayman to LOM Bahamas, in November 2002. Brian and Scott Lines were the co-brokers for
both the Golden and Nomad accounts.

152. On January 29, 2002, Brian Lines instructed an LOM Ltd. employee to charge the
Golden and Nomad accounts $500 each for the use of fhe nominees (Warwick, Consensus,
Nottiﬁghjll, SKN, and Aberdeen) in fhe IHI share purchase transaction.

| 153. In early February 2002, after crediting Peever and Curtis’s Golden and Nomad
accounts with the THI stock, LOM Ltd., and upon information and belief, Brian Lines, arranged
- for the deposit of approximately three million of the approximately 5.6 million IHI shares, in t'hc'
| form of stock certificates bearing the names of the nominees, into CDS Clearing and Depository -
Services Inc., the Canadian countefpart to DTC, so that those shares could later be traded
through U.S. Brokerage firms. |
154. Peever and Curtis were required to report their acquisitions of THI shares oﬁ

Schedules 13D, but failed to do S0, as describcd in paragraphs 184 through 188, below.
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155. As part of the scheme, LOM and Brian Lines helped conceal Peever and Curtis’s
significant é‘ontrol over THI. As aresult, IHI unwittingly filed several materially false and
‘misleading repérts with the Commission: Thése filings created the false impression that certain
-of the nominees that had pﬁrportedly acquired IHI stock were independent entities, and that no |
shareholder or group of shareholde_rs had the power to control the company. In féct, Peever and
Curtis, rather than the nominees, had acquired coﬁtrol over IHI and were acting collectively with
respect to their EII sfo,ck. |

B. - The Merger of IHI and SHEP

- 156. In early 2002, SHEP Ltd., a private company tﬁat owned certain automobile-related
intellectual property, wanted to acquire a publicly-traded shell company. An individual affiliated
with SHEP Ltd. who later beéame the chief executive officer of the combined IHI/SHEP entity |
(the “SHEP CEO”) was introduced to Peever and Curtis through Brian Lines’é attorney. Peever
and Curtis told the SHEP CEO about a shell company, IHI, whosesharehélders were looking for
~ an appropriate business to merge into the shell. |

157. Peever and Curtis held themselves out to the SHEP CEO as third-party -
intermxediaries between SI—iEP Ltd. and the group of LOM nominees that purportedly controlled
the THI shell when, in fact, Peever apd Curtis -themselves‘control.led the shell. |

‘1'58. In May 2002, lHI agreed to enter into a reverse merger agreement with SHEP Litd.

159. In or about July 2002, Peever and Curtis informed the SHEP CEO that LOM and
the THI majority shareholders were insisting that the merged IHI/SHEP entity use the services of
certain newsletter writers recommended by LOM to tout the stock following the merger. The
SHEP CEO agreed to use these paid touters on the condition that LOM and the THI majority

shareholders would share the cost. At that time, the SHEP CEO mistakenly believed that the THI
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majority shareholders wére GsteWay, Consensus, and Nottinghill. In fact, Peever and Curtis
were IHI’s undisclosed majority shareholders.

160. Subsequently, Peever and Curtis had several other conversations with the SHEP
CEO concerning the demand for IHI/SHEP to use paid touters. During these coi;versations,
Peever and Curtis told the SHEP CEO that LOM would not heli) IHI/SHEP raise funds unless the
company used the paid touters. When the SHEP CEO explained that ITHI/SHEP lacked the funds
to pay the touters, Peever énd Curtis told the SHEP CEO that LOM or _its clients would provide
those funds. During these conversations, Peever and Curtis.did not reveal that they controlled

| ]HI' and continued to pretend that they were intermediaries between SHEP Ltd. and the LOM - A
customers who were majority shareholders of IHI.

161. On or about August 29, 2002, in a pre-arranged trade, Peever and Curtis so‘ld Brian
and Scott Lines 300,000 IHI shares at $0.75 per share through fhe OTCBB. IHI’s total volume
during the prior four months had only been approximately 21,000 shares.

162. The THI/SHEP reverse inerger closed in September 2002, and IHI changed its name -

| to SHEP Technologies, Inc.

163. During the first week of December 2002, the SHEP CEO and Peever met with

- Brian Lines in Bermuda to discuss LOM’s possible role in raising funds for SHEP. During one
. meeting, Bﬁan Lines askeci tilev SHEP CEO aboﬁt the status .Of the anahgements with one of the ..
prospective SHEP touters, and whether SHEP had p-rovided the touter with the necessary
information for a promotional piecé. |

164. From December 4 through December 6, 2002, Peever and Curtis transferred a total
of 600,000 SHEP shares from their Golden ahd Nomad accounts at LOM Cayman and LOM

Bahamas, respectively, to two LOM acéounts owned and controlled by Brian and Scott Lines in
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the names of Largo Flight Ltd. (‘;Largd—Ca)IInan”), which was maintained at LOM Cayman, and
Monashee 1.td., which was maintained at LOM Be.nnudaT By the end of December 2002, the
Lines brothers held at least >1.16 milliqn SHEP shares in their Lal;go—Cayman and Monashee
accounts, constituting over five percent of SHEP’S outstanding shares.

| 165. As of late December 2002, Peever, Curtis, and the Lines brothers collectively and
secretly controlled approximately nine million shares of SHEP stock, which, as a group,
constituted over fbrty percent of SHEP’s outstanding shares and, more impdrtan’tly,
approximately eighty percent of SHEP’s tradable shares.

166. Brian and Scott Lines also kiiew, or were reckless in not knowing, that the
acquisition of control over IHI/SHEP by Peever, Cuﬁis, and themselves .had never been
disclosed to the public, and that none of the required beneficial ownership reports had been filed | -
with the Commission.

C. Peever and Curtis Primed the Market for SHEP Shares with

Materially Misleading Information, and Sold Into That Market
along with Brian and Scott Lines

167. By early 2003, Peever and Curtis had negotiated the terms of the compensation for
the touters to publish and distribute promotional materials on SHEP in two separate fmblications,
the Intrepid Investor, a hard;copy newsletter, and the OT C Journal_, an electronic newsletter
' Whjch, at that time, had apprqximately 1.3 million subscribers.

168. In late January through May 2003, Peever and Curtis compensated the publishers of
OTC Journal and jntrepid Investor with cash and shares of SHEP stock. Specifically, Peever
and ‘Curtis transferred over $600,000 and 42,000 SHEP shares from their Golden and Nomad
accounts at LOM Cayman and LOM Bahamas, respectively, és compensation for the Intrepid

Investor’s SHEP report. Peever and Curtis also transferred 100,000 SHEP shares from their
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Golden and Nomad accounts at LOM Cayman and LOM Bahamas, respectively, as
compensation for the OTC Journal’s SHEP report. | ‘

169. From February through June 2003, the OTC Journal published bullish SHEP
recOMendations on at least eight occasions to approximately 1.3 mi}lion subscribefs by means
of emails and the OTC Journal website. For example, the OTC Joumal ’s February 26 report on
SHEP stated, “We believe every microcap investor should own some shares of SHEP
Technologies.” The following monfh, on or about March 29, 2003, OTC Journal’s report on. :

" SHEP stated,

[SHEP] is a must own for all microcap investors. Although early in the game, this company has
technology which could end up as a key component in ... nearly every motor vehicle
manufactured world wide. If you want upside potentla] in a microcap, you won’t find any story
more exciting. In a few years this company could be a billion dollar royalty gusher.

170. From F ebrugry through June 2003, the Intrepid Investor mailed copies of its bullish
SHEP newsletter to approximately one million potential investors, including, upon information
and belief, prospective investors residing in this district. For example, the Intrepid Investor’s
‘ _SHEP report was headlined, “Greatest Automobile Discovery Since Antilock Brakes!,” and went
on to claim that “[t]his could be one of the great investment discoveries of our time — with SHEP
on the edge of a potential BILLION DOLLAR ROYALTY GUSHER.”
171. The Intrepid Investor’s SHEP touts included a misleadi'ngl disqlaimer stflting- that
. “the company featured appeared as paid advertising, subsidizedﬁ-b'y SHEP and a 3™ party group to
provide public awareness of SHEP.” Although Peever and Curtis had substantially paid for the
- tout, tfley failed to ensure that the Intfepid Investor disclosed that SHEP’s controlling
shareholders (Peever and Curtis) had paid for the touts and intended to sell SHEP stock into the

demand stimulated by the promotibnal cainpaign.
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172. The OTC Journal contained a similar disclaimer that its publisher had reqeiVed a
cash fee for coverage “directly from [SHEP]” and “100,000 free tyadi;lg shares . . . paid by a
third party.” Although Peever and Curtis had substantially paid for the. tout, they failed to ensure
that the OTC Journal discldsed that SHEP’s controlling shareholders had paid for the touié and A _

v»intendedlto sell SHEP stock into the demand stimulated by the promotional campaign.

173. Peever, Curtis, and the Lines brothers knew, or were reckless in not knoWing, that
these touts did not disclose that they weré beihg disseminated to investors to create dexﬁand for
SHEP stock so that the defendants, including Peever and Curtis, who had paid for the touts,
could sell their shares into the ensuing demand.

174. The Intrepid Investor and OTC Journal began disséminating their SHEP touts to
prospective investors on February 19 and February 21, 2003, respectively. From February 24
through February 26, 2003, Scott Lines and Peever had a series of phone conversations during
which they discussed the unintended negativé effect that the Febrﬁary 21,2003 OT C Journal

~ tout was having on their ability to seil their shares into the market. During one call, Peever
indicated that he expected there to be a “ton of buying” in SHEP because of the “promo™ that
OTC Journal had issued, and was angry that naked short sellers had driven the stock price down
and prevented them frpm selling their SHEP shares into the price and volume increase they had
“expected following the tout. |

175. Below is an excerpt from a call betwéen Scott Lines and Peever on February 24:

Peever: Jesus Christ. We must be getting — we haven’t sold a f**king share.
SLines: Yeah, Iknow. I don’t know what that’s about. Whose stock is that?
Peever: I f**king don’t —I think we’re getting shorted. We must be. You know, 280,000 shares
or 290.
SLines: Yeah, they must be shorting into you.
Peever: They’ve got to be shorting into us. I mean, f**k, it’s been —
SLines: Didn’t you just do a primer?
“Peever: F**k, we just did a — we just did — well, [OTC Journal’s publisher] just started the
launch. We held off on the European stuff because the market was down five percent
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SLines:
Peever:
SLines:

Peever:
SLines:
Peever:
SLines:
- Peever:
SLines:

Peever:
SLines:
Peever:
SLines:

SLines:

Friday and two percent on the open, but yeah, I mean, we got, you know, we’ve got stuff
starting, but £**k, not a very good start. We were doing better before we started starting.
Yeah. They got short sales. Looks like short sales. :

It does, doesn’t it?

Yeah, they’re shorting into you. They’ve got a b1g volume coming, meeting all the bids

- and pushing it down. Lower offer, lower offer, lower offer.

Well, £*¥k.
Yeabh, that’s short selling by the market makers, so they always offer IOWer
Yeah, it’s a classic.
Yeah.
They’re on to us.
Yeah.
* * *

I mean, [OTC Journal’s publisher] I think just brought the f**king shorts to us.
Maybe. Maybe the shorts, maybe they keyed off the promoters, you know —
Because he just did his blast to a million-three people.
The shorts then picked it up and leapt all over it.

. * %k * .

Maybe it’s a new world where you don’t promote a stock.

176. The next day, Peever and Scott Lines discussed how to counteract the short sellers

by further manipulating the price of SHEP stock:

Peever:

" SLines:
Peever:
SLines:

Peever:

SLines:
Peever:

Peever:

SLines:
Peever:

Peever:
SLines:

Peever:

SLines:
Peever:

SLines:

We’ve got to have some kind of a strategy against these guys [the short sellers]. We’ve
got to decide whether we’re going to keep this thing f**king tight. I mean, it’s really
none of my business, but you know, normally, under normal circumstances, I wouldn’t

-even give a's**t, but are you guys kicking much into this?

No.
F*¥k.
The only trade I saw go through is you had 50 [thousand shares] going out yesterday,
right?
No, we didn’t even do that. We cancelled it.
No, I saw the trade go through. ' !
No, because it was at 1.70. [OTC Journal’s publisher] told us to put it out there at 1.75
or 1.70. We thought we were going to get some — you know, he wanted to kind of — he
said usually in the morning there’s a big blast.... Take a look in Gold A:[Peever’s
‘Golden account], I think we did 400 shares yesterday total.
* * *

I mean basically, nothing fundamentally has changed in our markets, you know. These
shorters came in with the OTC Journal.
Yeah.
You know, we’ve got that drop — we’ve got tons of f**king buying coming in.

| * * *
You guys aren’t kicking much in, are you?
No, that’s the on]y order I saw g0 -through yesterday.

I mean, see, the other guys, 1 mean, it’s Well -held, right?

Yeah.

I mean, you can see them, the way the markets run prior to yesterday, but I mean, we’re
getting shorted. Now, we got a ton of buying coming in to it. Do we, you know, do we
just let them keep getting shorted?

Well, I mean, ... you can’t stop a market maker from shorting stock, right?
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* * *

Peever: Because they, you know, I mean, if they [the shorts] came in with the OTC Journal
yesterday, they did, they swim, I mean, they’re baswally sharks swimming with the
f**king, you lcnow :

SLines: Yeah. '

Peever: Just following [OTC Journal] around, so I mean, we’ve got tons more on the go, so
alright. Let’s just keep it under wraps I guess and then —

SLines: Give them a day. I mean, f**k, if they get shorter today, you get more buying and then I
think, you know, Wednesday, Thursday or Friday, they’ll start covering. They’ll have to
cover up because they don’t want to be short at the end of the month.

" Peever: 1mean, here’s the thing. 1 mean, obviously I want you guys to get off too, right, but you
know, we’ve got to do some kind of a plan together on this thing.

SLines: Oh absolutely, but I don’t think there’s — there’s no new selling out of the house that’s
‘been — the only order I saw yesterday was that 50 that went up for Golden [Accumulator].

177. The folloWing.day, February 26, Peever called Scott Lines and told him that “we’ll
give those shorts a kick in the a** today,” because “we . . . sopped up” (boﬁght) 50,000 or
60,000 shares of SHEP, forcing the short sellers to be “short a couple hundred.”

175. From late February through June 2003, the period when the touts were repeatedly
being publicly disseminated, Peever, Curtis, and the Lines brothers soid nearly three million
SHEP shares through fhe OTCBB, yielding illegal proceeds of over $4.3 million. All of these
offers and sales of SHEP shares were made without a registration statement in effect, and with
- no valid exemptions from registration.

~179. Peever, Curtis, and the Lines brothers’ sales of approximately three million SHEP
shares were made mostly through LOM Ltd.’s U.S. account at Broker-Dealer A. Defendant
Leeds the broker at Broker-Dealer A for the LOM Ltd. account, executed these trades on behalf
of LOM Ltd and the Lines brothers

180. Leeds did not conduct a reasonabl¢ inquiry or any due diligence concerning the
origin and ownership of the SHEP shares. The circumstances surrounding LOM?s initial sales of -
]HI/SHEP stock through Broker-Dealer A shouid have alerted Leeds to question LOM as to
whether those shares had come from the issuer or its affiliates. On September 9 and September

10, 2002, Broker-Dealer A sold 165,000 and 35,000 shares of SHEP, respectively, for LOM.



These share amounts equled thirty-three peféent of the total volume of SHEP trz_lded' on
.September 9 and thirty-nine ﬁércent of the total volume of SHEP traded on September 10, and
should have prompted Leeds to inquire about the so_ur;:c of the shares, but he failed to maké any
such inquiry. With respect to Leeds’s SHEP éales on behalf of LOM Ltd. from léte_ February
through June 2003, TLe_ed's made no attempt to discovgr whether he was selling the SHEP shares
on l;eha'lf ofan ﬁndei'writér, or was otherwise engaged in an illegal distribution of SﬁEP-
| securities. Leeds also made no attempt to detérmine whether a véli& registration stat;:ment was
in effect as to these SHEP »s'ha‘res. |
| 181. During this period, LOM also~ sold SHEP shares over the OTCBB on behalf of |
Peever, Curtis, and the Lines brothers through other U.S. broker-dealers including Paragon
Capital Markets, Inc. (“Paragon”), located at 7 Hanover Square, New York, New York, 10004,
where LOM Ltd. maintained an account. Brian and Scott Lines were both authorized to place
trades and direct transactioﬁs in LOM Ltd.’s account at Paragon; and both were signatories to
- LOM Ltd.’s Paragon account openiﬁg documentation. |
182. In addition, from December 2002. through April 2003, Peever and Curtis sold
approﬁmately 300,000 SHEP shares from accounts that they held at certain Canadian broker-
dealers. 'Between March and June 2003, Peever and Curtis also tra:dsferred approximately
275,000 SHEP shares to certain individuals who then sold-thoée_ shares over the OTCBB through
accounts at LOM and other brokerage firms. 4
183. LOM Bermuda, LOM Bahamas, LOM Cayman,. and LOM Ltd. transmitted SHEP -
sell orders frorﬁ aécounts controlled by Peever, Curtis, and the Lines brothers to Broker—Dealer
A, Paragon, and other U.S. broker-dealers between September 2002 and Juhe 2003. LOM

~ Bermuda, LOM Bahamas, LOM Caymah, and LOM Ltd. failed to conduct a reasonable inquiry
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to determine whether Peever, Curtis, and the Lines brothers were engaged in an illegal
distribution of SHEP securities.

D.  Peever, Curtis, Scott Lines, and Brian Lines Failed to Report
- Their Purchases and Sales of IHI/SHEP Shares

184. Peever and Curtis failed o report their purchases and sales of IH/SHEP Stock. on
Schedules 13D or an;lendments thereto, as they were required té do. Each of fhem acquired over |
five percent of the outstanding shares of SHEP stock and was required to report ‘his purchases on .
a Schedule 13D.

185. In addition, Curtis and Peever’s respective shafes are to be aggregated because they
had acted in furtherance of a common obj eétive concenﬁhg the acquisition and disposition of -
THI/SHEP stock, and thus constituted a “group” within the meaning of Section 13(d) of the
Exchange Act and Rule 13d-5(b)(1) [15U.S.C. § 78m(d); 17 C.F.R. §§ 240.13d-5(b)(1)]: By
about January 13, 2002, Peever and Curtis were required to file a Schedule 13D with the
Commission disclosing, among other things, their acquisition of over eighty-three percent of
" IHI’s outstanding shares and the approxilﬁately $0.07 per-share pui’chase price that they had paid
for those shares. o

186. When Peever and Curtis purchased three million shares of IHI stock on or about
February 28,2002 through L.OM nominees Consensus and Nottmghlll they were required to file
an amended Schedule 13D to disclose this acqulsltlon and their control over more than e1ghty—
eight percent of the outstandlng shares. They failed to make the requisite filings.

187. On several other occasions thereafter, Peever and Curtis failed to file amended
Schedules 13D reporting their purchases and sales of one percent or more of IHI/SHEP’s
outstanding shares. For example, from September 9 through September 12, 2002, Peever and

Curtis sold approximately 341,500 THI shares through the OTCBB, but failed to file an amended
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Schedule 13D reporting the sales. In addition, Item 6 of Schedule 13D requires the disCIosnre of
certain arrangements between the filers and others concerning _the acquired stock. Peever and ‘
Curtis failed to disclose their arrangement with the toutérs, as they were required to do.

188. By at least as early as‘ Decnmber 6, 2002, Brian and Scott Lines had begun acting
asa “group” with Curtis and Peever in furtherance of a_c'ommon objective concerning the
acquisition and disposition of IHI/SHEP stock. Within ten days of forming that group, Peever,

' Curtis, Bﬁan Lines, and Scott Lines were required to file either an original or amended Schedule |
13D to report, among other things, the group’s beneficial ownership of IHI/SHEP shares, but
they failed to ‘do so. In addition, between January and June 2003, whenever the group
collectively sold at least one pefcent of IHI/SHZEP;S outstanding shares (amounting to
apprnxirnately 225,000 shares during the relevant period), they wére required to file an amended
Schedule 13D reporting those sales, but failed to do so. For example:

(a) From February 19 through March 3, 2003, Peever, Curtis and the Lines brothers
collectively sold apprnximately 325,000 SHEP shares, but failed to report those
sales in an amendéd Schedule 13D; |

(b) From March 4 througn March 18, 2003, Peever, Curtis and the Lines brothers
collectively sold approximately 254,000 SHEP shares, but failed-to feport those
sales in an amended Schedule 13D; |

(c) From March 19 through April 7, 2003, Peever, Curtis and the Lines brothers

- collectively sold approximately 311,000 SHEP shares, but failed to report those

sales in an amended Schedule 13D;
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(d) From April 8 through April 9, 2003, Peever, -Curtis and the Lines brothers
collectively séld approximately 495,000 SHEP shares, but failed to feport those
sales in an amended S.chedule 13D; and

() From April 26 through June 2, 2003, Peever, Curtis and the Lines brothers
collectively sold approximately 495,000 SHEP shares, but failed to report "those
sales in an amended Schedule 13D.

189. Even without aggregating Peever and Curtis’s IHI/SHEP- stock with the THI/SHEP
stock owned by the Lines brothers, the Lines brothers Weré required, but failed, to file a |
Schedule 13D. Actiﬁg together, Brian and Scott Lines acquired over five percent of IH/SHEP’s
outstanding shares by December 6, 2002. As a result, they were required to file a Schedule 13D
'by on or about December 16, 2002, but failed to do so.

| 190. In late May and June 2003, after Brian Lines learned of this investigation, he

instructed a U.S. lawyer to file at least ﬁvé ownership reports with the Commission conceming
 the purported beneficial ownership of SHEP shares by LOM nominees Gateway, Consensus, and
Nottinghill. Those filings included: (i) a Schedule 13G by Consensus filed on or about May 20,

2003; (ii) a Schedule 13G by Nottinghill filed on or about May 20, 2003; (iii) a Schedule 13G by
| GateWay filed on or about May 21, 2003; (iv) a Form 3 by Gateway filed on or aboﬁt May 21,
© 2003; (v) and 'subséquent Forms 4 by Gateway filed on or Aab‘out May 21? 2003, June 12, 2003,
and June 24, 2003. Those filings were materially false aﬁd misleading because they reported that
Gateway, Consensus, and Nottinghill were the beneficial owners of the SHEP shares held at
LOM, and that Gateway was responsible for significant sales of SHEP stock. In fact, Peever;
Curtis, and the Lines brothers were the beneficial owners of, and had been Selling, virtually all of

these SHEP shares from accounts they controlled.
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‘191 . Inaddition, in May 2003, SHEP asked LOM for shareholder information to use in
preparing its 2003 annual report. LOM provided SHEP with a false, written confirmation of the
stock positions purportedly held by the three nominees, Gateway, Consensus, and Nottinghill
(ahd their respective signature directors), without disclosing that Peever and Curtis were the true
beneficial ‘ov-vners of those shares. SHEP included this misleading information in its disclosure
of significant share ownership in its Annual Report on Form 20-F (Foreign Private Issuer) filed
with the Commission on or about May 27, 2003.

E. "The LOM Entitiés Played a Significant Role in the SHEP Fraud

192. As they did in the Sedona scheme, Brian and Scott Lines used the LOM Entities
. and their instrumentélities to carry out the SHEP fraud.
| 193. Brian Lines, in his capacity as president of the LOM Entities, acted as Peever and
Curtis’s representative and attorney-in-fact in the IHI share purchase. Brian Lines allowed
Peever and Curtis to use LOM—controlléd nominees to conceal their purchase of the IHI shell,
» and charged fees for their use. |

194. .LOM Ltd., at the direction of Brian and Scott Lihes, also facilitated payment for the
THI shell in early 2002 through wire transfers from Peever and Curtis’s Golden and Nomad
accounts at LOM Cayman, and facilitated payments to the SHEP touters in eaﬂy 2003 through
Wiré and stoc%k transfers from those same accounts (Golden continued to be maintained at LOM
Cayma;n; Nomad had beén transferred to LOM Bahamas by this time).

195. Brian and Scott Lines also used accounts that LOM Ltd. méintained at U.S.-based
broker-dealers, including Broker-Dealer A and Paragon, to sell their SHEP shares.

196. The LOM Entities also benefited »ﬁnanciaﬂy from the SHEP fraud, through

commissions earned on the purchases and sales of SHEP stock.

_49 -



197. At all relevant times throughout the IHI/SHEP scheme, Brian and Scott Lines were
control pefsons of LOM Holdings and its subsidiaries, and LOM Holdings was a control person

o_f subsidiaries LOM Ltd., LOM Bérmuda, LOM Bahamas, and LOM Cayman.

CLAIMS FOR RELIEF REGARDING THE SEDONA SHEME
FIRST CLAIM FOR RELIEF
Violations of Section 10(b) of the Exchange Act
and Rule 10b-5 Thereunder
[15U.S.C. § 78j(b); 17 CF.R. § 240.10b-5]
. [Scheme to Defraud — Renaissance/Sedonal
[Brian Lines, Scott Lines, LOM Holdings, LOM Ltd., LOM Capital,
LOM Bermuda, LOM Bahamas, LOM Cayman, Anthony Wile, Wayne Wile]

198. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.

199. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Capital, LOM Bermuda,
LOM Bahamas, LOM Cayman, Anthony Wile, and Wayne Wile, by engagmg in the conduct
described above, dlrectly or 1nd1rectly, by use of the means or instruments of transportation or
communication in interstate commerce, or by use - of the mails, or of any fac111ty of any national
~ securities exchange, in connection with the purchase or sale of securities: .

a. empldyed devices, séhemes, or artifices to defraud;
. b. made untrue statements of material facts or omitted to state matérial facts
* mecessary in order to make the statements made, in the light of the circumstances
under which -they were inade, not misleading; or
c. engaged in acts, practices, or courses of business which operated or would have

operated as a fraud or deceit upon any person.

200. By reason of the foregoing, defendants Brian Lines, Scott Lines, LOM Ltd., LOM
Capital, LOM Bermuda, LOM Bahamas, LOM Cayman, Anthony Wile, Wayne Wile, and

Chapman, directly or indirectly, violated, and unless restrained and enjoined will continue to
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violate, Section 10(b) of thé Exchange Act and Rule 10b-5 promulgated thereunder [15 U.S.C. §
78j(b); 17 C.F.R. § 240.10b-5]. ..

201. LOM Holdings is also liable for the foregoing violations és a-control person of
LOM Ltd., LOM Capital, LOM Bermuda, LOM Bahamas, LOM Caymaﬂ pﬁrsuant to Section
20(a) of the Exchange Act [15 U.S.C. § 78t(a)]. -

" SECOND CLAIM FOR RELIEF
Violations of Section 10(b) of the Exchange Act
and Rule 10b-5 Thereunder.
[15U.S.C. § 78j(b); 17 C.F.R. § 240.10b-5]
[Misrepresentations/Omissio_ns — Chapman]

202. Paragraphs 1 through 197 are hereby reallegéd and incorporated by reference.

203. Defendant Chapman, by. engaging in thé éonduct described above, directly or
indirectly, by use of the means or instruments of transportation or communication in interstate
commerce, or by use of the Iﬁails, or of any faciﬁty of any naﬁonal securities exchange, in
connection with the purchase or sale of securities:

a. employéd devices, échemes, or artifices to defraud,
b. made untrue statements of material fac_té or omitted to state material facts
necessary in order to make the statements made, in the light of the
| circumstances under which they were made, not misleading; or
c. engaged in acts, practices, or courses of business WhjCh operated or would .ha.ve.
operated as a fraud or deceit upon any person.
204. By reason of fhe foregoing, defendant Chapman, directly or indirectly; violated, and

unless restrained and enjoined will continue to violate, Section 10(b) of the Exchange Act and

Rule 10b-5 promulgated thereunder [15 U.S.‘C. § 78j(b); 17 C.FR. § 240.10b-5].
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THIRD CLAIM FOR RELIEF _‘
Violations of Section 17(a) of the Securities Act .
, [15US8.C.§7Ig(@)] _
[Scheme to Defraud — Renaissance/Sedona] :
[Brian Lines, Scott Lines, LOM Ltd., LOM Capital, LOM Bermuda,
LOM Bahamas, LOM Cayman, Anthony Wile, Wayne Wile].
205. Paragraphs 1 through 197 are hereby realleged and incorporated by referei;ce.
206. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Capital, LOM Bermuda,
LOM Bahamas, LOM Cayman, Anthony Wile, and Wayne Wile, by engaging in the conduct
described above, directly or indirectly, by the use of any means or instruments of transportation
or communication in interstate commerce or by use of the mails; in the offer or sale of s_ecﬁrities:
a. employed devices, schemes,' or artifices to defraud;

'b. obtained money or property by means of any untrue statement of a material fact or
any omission to state a material fact necessary in order to make the_ statements:
made, in light of the circumstances under which they were made, not misleading;
or

c. engaged in transactions, practices, or courses of business which operated or would
have operated as a fraud or deceit upon the purchaser.
207. By reason.of the foregoing, defendants Brian Lines, Scott Lines, LOM Ltd., LOM
Capital, LOM Bermuda, LOM Bahamas, LOM Cayman, Anthony Wile, and Wayne Wile,

directly or indirectly, violated, and unless restfaincd and enjoined will continue to violate,

~ Section 17(a) of the Securities Act [15 U.S.C. § 77q(a)].
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FOURTH CLAIM FOR RELIEF
Aiding and Abetting Violations of Section 10(b) of the Exchange Act
and Rule 10b-5 Thereunder
[15 U.S.C. § 78j(b); 17 C.F.R. § 240.10b-5]
[Scheme to Defraud — Renaissance/Sedona]
[Bnan Lines, Scott Lines, LOM Litd., LOM Capital, LOM Bermuda,
LOM Bahamas, LOM Cayman]

208. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.

209. As a consequence of the Sedona scheme, Anthony Wile and others violated Section
10(b) and Rule 10b-5 thereunder [15 U.S.C. § 78j(b); 17 C.F.R. § 240.10b-5].

210. Section 20(e) of the Exchange Act [15 U.S.C. § 78t(e)] provides that a person who
knowingly provides substantial assistance to another person in violation of the Exchange Act, or
any rule or regulation issued under the Exchange Act, shall be deemed to be in violation of such
provision to the same extent as the person to whom such assistance is provided.

211. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Capital, LOM Bermuda,
LOM B.ahamas, and LOM Cayman, by engaging in the conduct described above, knowingly

provided substantial assistance to, and therefore aided and abetted, Anthony Wile and others’
violations of Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder [15
U.S.C. § 78j(b); 17.C.F.R. § 240.10b-5].

212. Unless restrained and enjoined, defendants Brian Lines, Scott Lines, LOM Ltd.,
LOM Capital, LOM Bermuda, LOM Bahamas, and LOM Cayman will continue to aid and abet
violations of Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder {15

"U.S.C. § 78j(b); 17 C.F.R. § 240.10b-5].
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FIFTH CLAIM FOR RELIEF
Violations of Section 5 of the Securities Act-
{15 U.S.C. § 77¢]
[Offermg and Selling Sedona Securities without Registration Statement]
[Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda, Leeds]

213. Paragraphs 1 through 197 are hereby realleged and incorborated by refervence.:

214. Defendants Bﬁan Lines, Scott Liﬁes, LOM Ltd., LOM Bermuda, and Leeds, By :
enggging in the conduct described above, directly or indirectly, and without a registraﬁon
statement in effect as to such securities: |

a. Made usé of the means or instrument of transportation or communicatioh in
interstate commerce or of the mails to sell securitieé through the use or medium of
any prospectus or otherwise; or

b. Carried or caused to be carried through the mails or in jnterstaté commerce, by
any means or instruments of transportation, securities for the purpose of sale or

* for delivery aﬁerls;ale.

215. Defendants Brian Lineé, Scott Lines, LOM Ltd., LOM Bermuda, and Leeds, by
engaging in Vthe conduct described above, also directly or indirectly, made use of the means or
iﬁsM“ents of transportation or communication in interstate commerce or of the mails to offer to
sell or offer to buy through the use or medium of any prospectus or otherwise securities, without
a registration statement having been filed as to those securities.

216. By reason of the foregoing, defendants Brian Lines, Scott Lines, LOM Ltd., LOM -

Bermuda, and Leeds, directly or indirectly, ﬁolated, and unless restrained and enjoined will

continue to violate, Section 5 of the Securities Act [15 U.S.C. § 77¢].
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SIXTH CLAIM FOR RELIEF
Violations of Section 5 of the Securities Act
- [15U.8.C. § 77¢] _ |
[Offering and Selling Renaissance Securities without Registration Statement]
[Brian Lines, Scott Lines, LOM Capital, Anthony Wile]

217. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.

218. Defendants Brian Lines, Scott Lines, LOM Capital, and Anthony Wile, by engaging
in the conduct described above, directly or indirectly, and without a registration statement in
effect as to such securities: |

a. Made use of the'méaris or instrument of transportation or communication in
interstate commerce or of the mails to sell securities through the use or medium of
any prospectus or otherwise; or |

b. Carried or caused to be can{ed through the mails or in interstate commerce, by
any means or instruments of transportation, securities for the purpose of sale or
for delivery after sale.

219. Defendants Briaﬁ Lineé, Scott Lines, LOM Capital, and Anthony Wile, by engaging
in the conduct described above, also dire_ctly or indirectly, made use of the means or instruments
. of transportation or communication in interstate commerce or of the mails to offer to sell or offer
to buy through the use or medium of any prospectus or otherwise securities, wifhouf a

registration statement having been filed as to those securities.
220. By reason of the foregoing, defendants Brian Lines, Scott Lines, LOM Capital, and

Anthony Wile, directly or indirectly, violated, and unless restrained and enjoined will continue to

violate, Section 5 of the Securities Act [15 U.S.C. § 77¢].
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SEVENTH CLAIM FOR RELIEF
Violations of Section 13(d) of the Exchange Act
and Rule 13d-1 and 13d-2 Thereunder
[15U.S.C. § 78m(d); 17CF.R. § 240.13d-1]
[Beneficial Ownership Reports — Sedona]
- [Brian Lines, Scott Lines]
221. Paragraphs 1 through 197 are hereby realleged and 1ncorporated by reference
222. Sectlons 13(d) of the Exchange Act and Rules 13d-1 and I3d—2 thereunder [15
. US.C. § 78m(d); 17 C.F .R. § 240.13d-1 and 240.13_d-—2] require any person that has acquired,
- directly or indirectly, beneficial ownership of more than five percent of a class of registered
equity security to file a statement on a Schedule 13D with the Commission no later than ten days
following the more than five percent accumulation, and such Schedule 13D must be promptly
~.amended to disclose any material change in the facts set forth in the Schedule 13D (including the
acquisition or disposition of beneficial ownership of securities in an amount equal to one percent
or more of -the-ciass'of securities).
223. By engaging in the conduct described above 'With respect to Sedona, defendants
' Brian Lines and Scott Lines violated, and unless restrained and enjoined will continue to violate,
Sectiori_ 13(d) of the Exchange Act and Rule 13d-1 thereunder [15U8.C. § 78m(d); 17 C.F.R. §
240.13d-1].
EIGHTH CLAIM FOR RELIEF _
Violations of Section 16(a) of the Exchange Act
and Rule 16a-3 Thereunder »
[15U.8.C. § 78p(a); 17 C.F.R. § 240.16a-3]
[Beneficial Ownership Reports — Sedona]
[Brian Lines, Scott Lines]
224. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.
225. Section 16(a) of the Exchange Act {15 U.S.C. § 78p(a)] requires any person who is

the beneficial owner of more than ten percent of a class of registered equity security to file a
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statement with the Cen_lmission. Rule 162-3 [17 C.F.R. §240.16a-3] provides that Section 16(a)
disclosuree be made by filing a Form 3 for initial statements of beneficial ownership and a Form
4 for statements of changes in beneficial ownership.

226. By engaging in the conduct described above with respect to Sedona, defendants
Brian Lines and Scott Lines violated and unless restrained and enjoined will continue to violate,_
Section 16(a) of the Exchange Act and Rule 16a~3 [15 U.S.C. § 78p(a); 17 C.F.R. §240. 16a-3]

: thereunder
NINTH CLAIM FOR RELIEF ,
Violations of Section 15(a) of the Exchange Act
[15U.S.C..§ 780]
[Broker-Dealer Registration]
[Scott Lines, LOM Bermuda]

227. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.

228. Defendants Scott Lines and LOM Bermuda, by engaging in the conduct described
above, made use of the mails or other means or instrumentality of interstate commerce to effect

transactions in, or to induce or attempt to induce the purchase or sale of, securities while not
registered as a broker or dealer in accordance with Section 15(a) of the Exchange Act.

229. By reason of the foregoing, defeﬁdants Scott Lines and LOM Bermuda violated,
and unless restrained and enjoinedwill continue to violate, éection 15(a) of the Exchange Act
[15U.8.C. § 780].

, TENTH CLAIM FOR RELIEF
Aiding and Abetting Violations of Section 13(a) of the Excha.nge Act
and Rule 13a-11 Thereunder
[15U.S.C. § 78m(a); 17 C.F.R. § 240.13a-11]
[Current Report on Form 8-K — Sedona]
[Brian Lines, Scott Lines]

230. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.

231. Asdetailed above, Sedona violated Section 13(a) of the Exchange Act and Rule
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13a-1 thereunder [15 U.S.C. §"78rn_(-a.); 17 C;F'.R. § 240.13a—1 1}.

232. Section 20(e) of the Exchange Act [15U.S.C. § 7'8t(_e)].provides that a person who | | E
knowingly provides substantial assistance to another persoﬁ in violation of the Exchange.Act, or
any rule or regulation issued under the Exchange Act, shall be deemed to be in violation of such '
provision to the same extent as the person to whom such assistance is pfovided. -

233. Defendants Brian Lines and Scott Lines, by engaging in the coﬁdu(:t described
above, knowingl'y provided subst-éntial éssistance to, and therefdre aided and abetted, Sedona’s
violations of Section 13(a) of the Exchange Act and Rule 13a-11 thereunder [15 U.S.C. §
78m(a); 17 C.F.R. § 240.13a-11]. | |

234. Unless restrained and enjoined, defendants Brian Lines and Scott Lines Wili.
continue to aid and abet violations of Section 13(a) of the Exchange Act and Rule 13a-11
- thereunder [15 U.S.C. § 78m(a); 17 C.F.R. § 240.13a-11]. |

CLAIMS FOR RELIEF REGARDING THE SHEP SCHEME

ELEVENTH CLAIM FOR RELIEF.
Violations of Section 10(b) of the Exchange Act
and Rule 10b-5 Thereunder
[15U.S.C. § 78j(b); 17 C.F.R. § 240.10b-5]
' [Scheme to Defraud — THI/SHEP]
[Brian Lines, Scott Lines, LOM Holdings, LOM Ltd., LOM Bermuda,
LOM Bahamas, LOM Cayman, Peever, Curtis]
- 235. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.
236. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda, LOM Bahamas,
LOM Cayman, Peever, and Curtis, by engaging in the conduct described above, directly or
| indirectly, by use of the means or instruments of transportation or communication in interstate

commerce, or by use of the mails, or of any facility of any national securities exchange;, in

connection with the purchase or sale of securities:
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a. eniployed devices, schemes, or artifices to defréud;

b. made untrue statements of material facts or omitted to state inaterial faéts
necessary in order to make the statements made, in the light of the circumstances
under Which they were fnade, not misleading; or

c. engaged in acts, practices, or courses of business which operated or would have
operated as a fraud or deceit upon any person.

237. By reason of the foregoing, defendants Brian Lines, Scoﬁ Lines, LOMLtd., LOM
Bermuda, LOM Bahanias, LOM Cayman, Peever, and Curtis directly or indirectly, violated, and
unless restrained and enjoined will continue to violate, Section 10(b) of the Exchange Act and '
Rule 10b-5 promulgated thereunder f15U.S.C. § 78j(b); 17 C.F.R. § 240.10b-5].

238. LOM Holdingé is also liable for the foregoing violatipns asa _conﬁol person of '
LOM Ltd.; LOM Bermuda, LOM Bahamas, LOM Cayman pursuant to Section 20(a) of the
Exchange Act [15 U.S.C. § 78t(a)].

TWELFTH CLAIM FOR RELIEF
Violations of Section 17(a) of the Securities Act
115 U.S.C. § 77q(a)]

[Scheme to Defraud — IHI/SHEP]

[Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda,
LOM Bahamas, LOM Cayman, Peever, Cu_nis]

239. Paragraphs 1 through 1'97 are heréby realleged and incorporated by reference.

240. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda, LOM Bahamas,
LOM Cayman, Peever, and Curtis, by engaging in the conduct described above, directly or
indirectiy, by the use of any means or instruments of transportation or communication in |
interstate commerce or by use of the mails, in the offer or sale of securities:

a. employed devices, schemes, or artifices to defraud;

b. obtained money or property by means of any untrue statement of a material fact or
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any omission to state a material fact necessary in order to make the statements
made, in light of the circumstances under Whjch théy were made, not misleading;
or;
c. engaged in transactions, practices, or courses of business which operated or would
have operated as a fraud or deceit upon the pufc,haser. |
241. By reason of thé foregoing, defendants Brian Lines, Scott Lines, LOM Ltd., LOM
B‘emiuda, LOM Bahamas, LOM Cayman, Peever, énd Curtis, directly or ihdirectly, violated, and
. unless restrained and enjoined will continue to violate, Section 17(a) of the Securities Act [15
US.C. § 77q(a)].
THIRTEENTH CLAIM FOR RELIEF
Aiding and Abetting Violations of Section 10(b) of the Exchange Act
and Rule 10b-5 Thereunder
- [15U.8.C. § 78j(b); 17 C.F.R. § 240.10b-5]
[Schemes to Defraud — IHI/SHEP]
[Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda,
LOM Bahamas, LOM Cayman]
242. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.
243. As a consequence of the SHEP schefne, Peever and Curtis violated Section 10(b)
and Rule 10b-5 thereunder [15U.8.C. § 78j(b); 17 C.F.R. § 240.10b-5].

. 244. Section 20(e) of the Exchange Act [15 U.S.C. § 78t(e)] provides that a person who
knowingly_provides substantial assistance to another person in violation of the Exchange Act, or
any rule or regulati(;fl issued under the Exchange Aci, shall be deemed to be in violation of such

‘provision to the same extent as the 4person to whom such assistance ié pfovided.
245. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda, LOM Bahamas,
and LOM Cayman, by engaging in the conduct described above, knowingly provided substantial

assistance to, and therefore aided and abetted, Peever and Curtis’s violations of Section 10(b)-of
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the Exchange Act-and Ruie 10b-5 promulgated thereunder [15 U.S.C. § 78j(b); 17 CF.R. §
240.10b-5].
| 246. Unless restrained and enjoiped, defendants Brian Lines, Scott Lines, LOM Ltd.,
LOM Bermuda, LOM Bahamas, and LOM Cayman Wiil continue to aid and abet violations of
Section 10(b) of the Exchange Act and Rule 10b-5 promulgated théreunder [15U.S.C. § 78; (b);
17 CF.R. § 240.10b-5].
'~ FOURTEENTH CLAIM FOR RELIEF
Violations of Section 5 of the Securities Act -
[15U.S8.C. § 77¢]
[Offermg and Selling SHEP Securities without Registration Statement]
[Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda,
- LOM Bahamas, LOM Cayman, Peever, Curtis, Leeds] -
247. Paragraphs 1 through 197 are hereby realleged and incorporated by reference.
248. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Bennudé, LOM Bahamas,
LOM Cayman, Peever, Curtis, and Leeds, by engaging in the conduct described above, directly
or indirectly, and vvithéut a registration statement in effect as to such securities:
| a.- Méde use of the means or instrument of transﬁortation or communication in
intgrstate commerce or of the mails to sell securities through the use or medium of
any prospectus or otherwise; or |
. b. Carried or caused to be carried through fhe mails or in interstate commerce, by
.- aﬁy means or.-instrum‘ents of transportation, securities f_of the purpose of sale or
for delivery after sale.
249. Defendants Brian Lines, Scott Lines, LOM Ltd., LOM Bermuda, LOM Bahamas,
| LOM Cayman, Peever, Curtié, and VLeeds, by engaging in the conduct described above, also.

directly or indirectly, made use of the means or instruments of transportation or communication

in interstate commerce or of the mails to offer to sell or offer to buy through the use or medium
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of any prospectus or otherwise securities, without a registration statementhavihg béen ﬁled‘as to
those securities.

250. By reason of the foregoing, defendants Brian Lines, Scott Lines, LOM Ltd., LOM
Bermuda, LOM Bahamas, LOM Cayman, Peever, Curtis, and Leeds, directly or indirectly, .
violated, and unless restrained and enjqined will continue to Violatg, Section 5 of the Securities

-Act[15U.S.C. § 77¢].
| FIFTEENTH CLAIM FOR RELIEF
Violations of Section 13(d) of the Exchange Act-
and Rules 13d-1 and 13d-2 Thereunder '
[15U.8.C. § 78m(d); 17 C.F.R. §§ 240.13d-1 and 240.13d-2]
[Beneficial Ownership Reports — IHI/SHEP]
[Peever, Curtis, Brian Lines, Scott Lines]
251. Paragraphs 1 through 197 are héreby realleged and incorporated by reference.
252. Sections 13(dj of the Exchange Act and Rules 13d-1 and 13d-2 thereunder {15
| - US.C. § 78m(d); 17CF.R. § 240.13d-1 and 240.13d-2] require any person that has acquired,
directly or indirectly, beneﬁcjal ownership of more than five percent of a class of registered
- equity security to file a statement on a Schedule 13D with the CoMssion no later than ten days
following the more than ﬁfle percent accumnulation, and such Schedule 13D must be promptly =~ -
amended to disclose any material change in the facts set forth in the Schedule 13D (including the
acquisition or disposition of béneﬁcia-l ownershir;- of securities in an amount equal to one percent
~or more of the class of securities).

253. By engaging in the conduct described above with respect to IHI/SHEP, defendants

Peever, Curtis, Brian Lines, and Scott Lines violated, and unless restrained and enjoined will

continue to violate, Section 13(d) of the Exchange Act and Rules 13d-1 and 13d-2 [15 U.S.C. §

78m(d); 17 C.F.R. § 240.13d-1 and 240.13d-2] thereunder.
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SIXTEENTH CLAIM FOR RELIEF o
Aiding and Abetting Violations of Section 13(d) of the Exchange Act
and Rules 13d-1 and 13d-2 Thereunder
[15U.8.C. § 78m(d); 17 C.F.R. §§ 240.13d-1 and 240.13d- 2]
[Beneficial Ownership Reports — IHI/SHEP]
[Brian Lines, LOM Ltd.]

254'; Paragraphs 1 through 197 are hereby realleged and incorporated by reference..

255. As detailed above, Peever and Curtis violated Section 13(d) of the Exchange Act
and Rules 13d-1 and 13d-2 thereunder [15U.8.C. § 78m(d); 17 C.F.R. §§ 240.13d-1 and.
240.13d-2].

256. Section 20(e) of the EXchange Act [15 U.S.C. § 78t(e)] provides that a person who
knowingly provides substantial assistance to another person in violation of the Exchange Act, or
any rule or regulation issued under the Exchange Act, shall be deemed td be in violation of such
provision to the same extent as the person to whom such assistance is provided.

257. Defendants Brian Lines and LOM Ltd., by engaging in the conduct described
above, knowingly provided substantial assistance to, and therefore aided and abetted, Peever and
- Curtis’s violations of Section 13(d) of the Exchange Act and Rules 13d-1 and 13d-2 thereunder
[15U.S.C. § 78m(d); 17 C.F.R. §§ 240.13d-1 and 240.134d-2]. -

258. Unless restrained and enjoined, defendants Brian Lines and LOM Ltd. will

continue to aid and abet violations of Section 13(d) of the Exchange Act and Rules 13d-1 and

13d-2 thereunder [15 U.S.C. § 78m(d); 17 C.FR. §§ 240.13d-1 and 240.13d-2].

WHEREFORE, Plaintiff Securities and Exchange Commission requests that the Court
enter final judgment:
1. Enjoining Brian Lines and his officers, agents, servants, employees and attorneys,

and all persons in active concert or parﬁcipation with him, and each of them, from violating,
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directly or indirectly, Sections 5 and 17(a) of the Securities Act [15 U.S.C. §§ 77¢ apd 77q(a)]
and Sections 10(b), 13(d), and .16(a) of the Exchange Act and Rules 10b-5, 13d-1, 13d-2, and -
16a—3>thereunder [15U.S.C. §§ 78j(b), 78m(d), and 78p(a); 17 CFR. §§ 240.10b-5, 24_0713&_1-’
240.13d-2, and 240.16a-3], and from aiding and abetting violations of Segtions 10(b), 13(a), an'd‘
13(d) of the Exchange Act and Rules 10b-5, 13a-11, and 13d-2 thereunder [15 U.S.C. §§ 78j(b),
78m(a), and 78m(d); 17 C.F.R. §§ 240.10b-5, 240.13a-11, and 240.13d-2];

1i. Enjoining Scott Lines énd his officers, agents, servants, employees and aﬁomeys,
and all persons in active concert or participation with"him, and each of them, from violating,
directly or indirectly, Sections 5 and 17(a) of the Sec::un'_tieS Act [15U.S.C. §§ 77e and 77q(a)] |
and Sections 10(b), 13(d), 15(a), and 16.(a)'of the Exchange Act and Rules 10b-5, 13d-1, i3d—2, '
and 16a;3 thereunder [15 U.S.C. §§ 78j(b), 78m(d), 780, and 78p(a); 17 C.F.R. §§ 240.10b-5,
240.13d-1, 240.13d-2, and 240.16a-3], and ﬁom aiding and abetting violations of Sections 10(b)
and 13(a) of the Exchange Act and Rules 10b-5 and 13a-11 thereunder [15 ‘Us.c. §§ 78j(b) and
| 78m(a); 17 C.F.R. §§ 240.10b-5 and-240.l3a-11];

1il. Enjoining LOM Holdings and its officers, agents, servants, employees and
attorneys, and all persons in active concert or participation with it, and each of them, from
violating, directly or indirectly, Section 10(b) of the Exchange A.ctv and Rule 10b-5 thereunder -
[15U.8.C. § 78j(b); 17CFR. § 240.10b-5]; |

v Enjoining LOM Ltd. and its officers, agents, servants, employees and attorneys,

and all persons in active concert or participation with it, and each of them, from violating,
- directly or indirectly, Sections 5 and 17(a) of the Securities Act [15 US.C. A§§ 77e and 77q(a)]
and Section 10(b) of the Exchange Act and Rule 10b-5 thereunder [15 U.S.C. §-78j(b); 17CFR.

§ 240.10b-5], and from aiding and abetting violations of Sections 10(b) and 13(‘d) of the



Exchange Act and Rules 10b-5, l3d;1, and 13d-2 thereunder [15 U.S.C. §§ 78j(b) and 78m(d);
- 17 C.F.R. §§ 240.10b-5, 240.13d-1, and 240.13d-2]; - |
| V. Enjoining .OM Capital and its. ofﬁcefs, agents, servants, employees and

attorneys, and all persons in active concert or participaﬁon with it, and each of them, from
violating, directly or indirectly, Sections 5 and 17(a) of the Securities Act [15 U.S.C. §§ 77e and
-77q(a)] and Section 10(b) of the Ex.change Act and Rule 10b-5 thereunder [15U.S.C. § 78j(b); _
17 C.F.R. § 240.10b-5], and from aiding a.ﬁd abetting violations of Section 10(b) of the
Exchange Act and Rule 10b-5 thereunder [15 U.S.C. § 78j(b); 17 CF.R. § 240.10b-5];

vi. Enjoining LOM Bermuda and its officers, agents, servants, employees and
attorneys, and all persons in active concert or participation vﬁth it, and each of them, from
violating, directly or indirectly, Sections 5 and 17(a) of the Securities Act [15U.S.C. §§ 77e and
77q(a)] and Sections 10(b) and 15(a) of the Exchange Act and Rule 10b-5 thereunder [15 U.S.C.
§§ 78j(b) and 780; 17 C.F.R. §§ 240.10b-5], and from aiding and abetting violations of Section
10(b) of the Exchange Act and Rule .1 0b-5 thereunder [15 U.S.C. § 78j(b); 17 C.F.R. § 240.10b-
]

vii.  Enjoining LOM Bahamas and LOM Cayman and its officers, agents, servants,
employees and attorneys, and all persons in active concert or participation with it, and each of
them, from violating, .directly or indirectly, Sections 5 and 17(a) of the Securities Act [15 U.S-.C.
§§ 77e and 77q(a)] and Section 10(b) of the Exchange ‘Act and Rule 10b-5 thefeunder, and from
aiding and abetting violations of Sectioﬁ 10(b) of the Exchange Act and Rule 10b—5 thereunder |
[15U.8.C. § 78j(b); 17 C.F.R. § 240.10b-5];

viii.  Enjoining Anthony Wile and his officers, agents, servants, employees and

attorneys, and all persons in active concert or participation with him, and each of them, from
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violating, directly or indirectly, Seqtions 5 and 17(a) of the Securities Act[15U.S.C. §§ 77e and |
| 77q(a)] and Section 10(b) of the Exchange Act and Rule 10b-5 thereunder [15 U.S.C. § 78j(b);
17CFR. §240.10b-5]; |
1X. Enjoining Wayne Wile and his officers, agents, servants, employees.and
attorneys, and all persons in active concert or participation vﬁth him, and each of them, from
violating, directly or indirectly, Section 17(a) of the Securities Act [15 U.S.C. § 77q(a)] and
Section 10(b) of the Exchange Act and Rﬁl'e 10b-5 thereunder [15 U.S.C. § 78j(b); 17 CF.R. §
240.10b-5];
X. Enjoining Chapman and his officers, agents, servants, employees and attorneys, -
- and ali persons in active concert or participation with him, and each of them, from violating,
directly or indirectly, Section 10(b) of the Exchange Act and Rule 10b-5 thereunder [15US.C. §
78j(b); 17 C.F.R. § 240.10b-5];

Xi. Enjoining Peever, Curtis, and their officers, agents, servants, employees and
 attorneys, and all persons in active cénceﬂ or participation with them, and each of them, frorh
violating, directly or indirectly, Sections 5 and 17(a) of the Securities Act [15 U.S.C. §§ 77e and
77q(a)] and Sections 10(b) and 13(d) of the Exchange Act and Rules 10b-5, 13d-1, and 13d-2
thereunder [15 U.S.C. §§ 78j(b) and 78m(d); 17 C.F.R. §§ 240.10b-5, 240.13d-1, and 240.13d-
'2]; | |

| xii. Enjoininé Leeds and his officers, agents, servants, empioyees and attorneys, and
all persons in aétive concert or participation with him, and each of them, .from violating, directly
or indirectly, Section 5 of the Securities Act [15 U.S.C. § 77¢]; |

xili.  Ordering defendants to account for and disgorge all proceeds they have obtained

as a result of the illegal conduct described above, and to pay prejudgment interest thereon;
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XiY. Ordering defendants to pay civil penalties pursuant to Section 20(d) of the
Securities Act .[1'5 U.S.C. § 77%(d)] and Section 21(d)(3) of the EXchange Act[15US.C. §
T8u@3)L; | |

xv.  Permanently barring defendant Anthony Wile, pursuant to SectiOn 20(e) of the
Securities-Act {15 U.S:C. § 77t(e)] and séctio'n 21(d)(2) of the Exchange Act [15 U.s.c. §

' 78-u(d)(2)] from acting as an officer or director of any issuer that has a class of securities
registered pursuant to Section 12 of the Excha_.ngé: Act [15 U.S.C. § 781] or that is required to file
" reports pursuant to Section 15(d) of the Exchange Act [15 US.C. § 780(dk;

xvi. Permanently barring defendants Brian Lines, Scott Lines, LOM Holdings, LOM_
Ltd., LOM Capital, LOM Bermuda, LOM Bahamas, LOM Cayman, Anthény Wile, Wayne
Wile, Peever, Curtis, and Chaﬁman from participating in any offering of penny stocks pursuant
to Section 20(g) of the Securities Act [15 U.S.C. § 77t(g)] aﬂd/or Section 21(d)(6) of the
Exchange Act [15 U.S.C. § 78u(d)(6)]; and

xvii. Granting such other relief as this Court may deem just and proper.

™ V ! a ’ :
Dated: .\ /9C . i‘&( y L0v ] Respectfull subﬁ, Qﬁz ,
) i

David Williams (Pro Hac Vice)
- Mark A. Adler (MA-8703)

Antonia Chion

Yuri B. Zelinsky

Michael A. Ungar

Ivonia K. Slade

Scott F. Weisman

Attorneys for Plaintiff

SECURITIES AND EXCHANGE COMMISSION
100 F Street, NE '

Washington, DC 20549

Tel: 202-551-4548 (Williams)

Fax: 202-772-9362

Email: williamsdav@sec.gov .
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