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COMPLAINT
1. Plaintiff Securities and Exchange Commission (“SEC”), for its complaint _against

Defendants Discover Capital Holdings Corp. (“Discover Capital”), Indianapolis Securities, Inc.,

(“Indianapolis Secuﬁties”), Eli Dinov, Ari Dinov, David Rubinov (a/k/a David Rubin)
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(“Rubinov™), and Stronghold Associates, Iric. (‘Stronghold As'soc.i&ites”),. (collebti_vely, the
“Defendants”), alleges as follows:
SUMMARY

2. This matter concerns an ongoing scheme to violate ‘{:he registration a;nd antifraud
provisions of the federal .securities laws. Defendants David Rubinov, a securities law recidivist,
Eli Dinov and Ari Dinov have orchestra;ted a multi-faceted scheﬁle involving coordination of the
fraudulent sale of the publicly—furaded common stock of Defenciant Discover Capital and a |
fraudulent, unregistered $20 million private placement offering (the “offering”) of Discover
Capital’s preferred shares and common stock purchase warrants. To date, the offering has ra;ised
at least $ll.1 million from atl least ninéteen individuals, primlarily unsophisticated investors, by
means of aggressive sales calls, in-home sales visits, and the distribution of a private placement
memorandum (“PPM”). Rubinov and the Dinovs are conducting the scheme through Defendant
Indianapolis Securitics, a registered broker-dealer and wholly owned subsi&ia.ry of Discover
Capital.

JURISDICTION AND VENUE

3. The SEC brings this action pursuant to authority conferred by Section 20(b) of the
Securities Act of 1933 (“Securities Act™), 15 U.S.C. § 77t(a), and Section 21(d) of thé Securities
Exchange Act of 1934 (“Ethange Act™), 15 U.S.C. § 78u(d), seeking to temporarily restrain,
preliminarily enjoin, and permanently enjoin Defendants from engaging in the wrongful conduct
alleged in this conipla:int. The SEC seeks a final judgment drdéring Defendants to pay civil
money penalties and other relief pursnant to Section 20(d) of the Securities Act, 15 U.S.C. §

77t(d), and Section 21(d) of the Exchange Act, 15 U.S.C. § 78u(d).
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4. This Court has juri's’diaion-‘dvé*fiﬁié SER6H Piifshint t6 Section 22(a) of the Securities
Act, 15 U.S.C. § 77v(a), and Sections 21(d), 21{e) and 27 of the Exchange Act, 15 U.S.C. §§
78u(d), 77ule) a;ﬁd 78aa. Defendants directly or indirectly, singly or in concert, have made use
of the means or insmnnentalities of f:remsp@rtation or communication in, or the instrumentalities
of, interstate :ﬁommerce, or of the mails, in connection with the transactions, acts, prabtices, and
courses of business alleged in this complaint,

5. Venue lies in this district pursuant.to Section 22(a) of the Securities Act, 15 U.S.C. §
77v(a), and Secﬁon 27 of the Exchange Act, 15 U.S.C. § 78aa. Certain of the transactions, acts,
practices, and courses of business constituting the violations alleged herein occurred within the
District of Columbia.

DEFENDANTS

6. Discover Capital Holdings Corp. (“Discover Capital”), a purported financial services
holding company, is a Delaware corporation with its principal place of business in Uniondale,
New York. Discover Capital’s primary asset is its 100% ownership interest in Indianapolis
Securities, Inc., an NASD registered broker-dealer. Discover Capital’s common shares are
qﬁoted in the Pink Sheets, a price quotétion system primarily used for the trading of the
securities of small corporations that do not meet the minimum listing requirements of a national
securities exchange. Eli Dinov is Discover Capital’s sole reéported director and officer.

| 7. Indianapolis Securities, Inc. (“Indianapolis Secuﬁties”) is a registered introducing
broker-dealer incorporated under the laws of Indiana. Its principal place of business is in New
York City. On March 6, 2002, Discover.Cabitalpurchased Indianapolis Securities for $200,000.

Indianapolis Securities is now acting as the placement agent for a $20,000,000 private offeriﬁg of

' the stock of its parent, Discover Capital.
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S.  Eli Dinov, age 33, is the president, §6ctétaty, treasuter, iajority shareholder, and only
reported director of Discover Capital Holdings ‘Coxp. Since 1995 he has been employed asa
registéred representative by ten small, New York City and Long Island, New York brokerage
firms. In October 2000, Dinov was censured, ﬁned$5,000,‘ and suspended from association with
any NASD member firm for 10 business days in connection with an _NASD proceeding cha:g:iﬂg
him with failing to pay'for securities he purchased for his personal account while he Waé a
registered representative.

9.  Ari Dinov, age 28, the brother of Eli Dinov, is a registered general securities principal
and the secretary and treasurer of Indianapolis Securities. Since 1995 he has been emplbyed asa
registergd representaﬁve by eleven smé,ll brokerage firms throughout southern California and the
New York City metropOIitén area.

10.  David Rubinov (a/k/a David Rubin), age 27, 1s.the presideﬁt, CEQ, and the sole
employee of Stronghold Associates, Inc., a Long Island-based entity that Rubinov claims is
engaggd in the business of management consulting. 11172002, Rubinov consented to the entry of
an SEC antifrand tnjunction and follow-on administrative order baﬁng him from association
with any broker—dealer._ These éctions stemmed frorﬁ allegations by the SEC that Rubinov
Violated the antifraud provisions of the federal securities laws by enga;ging m fraudulent sales

liractic.es including churning and unauthorized and unsuitable trading in microcap securities.

SEC v. Barzilay, et al., Civil Action No. 99-C-5023 (N.D. I1. Filed August 2, 1999); In the
Matter of David Rubi.nov, Admin. Proc File No. 3-10821 (July 2, 2002).
11, Stronghold Associates, Inc. (“Stronghold Associates™) is a New York corporation

controlled by Rubinov zind purportedly engaged in the business of management consuiting.
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Str_onghold_’Associates shares a Uniondalé, New York éfﬁce WIth Diéco{_ref Capital and is
currently providing the company with consulting servic;es.
| Background

| 12, In the fall of 2001, D_iscoVer.Capital became a publicly traded company ‘v;rhen it
entered into a reverse mérger with Sunlite Technologies Corp., a publicly traded shell company
that had previously owned and operated a suburban New York bakery and marketed a
proprietary rechargeable solar battery. Thereafter, on March 6, 2002, Discover Capital paid
$200,000 for a one hundred percent ownership interest in Indianapolis Securities, an NASD
registered broker-dealer located in Iﬂdianapoﬁs, Indiaﬁa and Boynton B.each, Florida. Pﬁor to
- the reverse merger, Rubinov advised Discover Capital and Eh Dinov on ways in which Discover
C'apital could become 2 publicly. traded company, among other things. Additionally, Rubinov,
acting through Stronghold Assdciates, has advised Discover Capital and Eli Dinov cn, émong
-other things, ways in which Discover Capital could raise capital in the future. At present
Rubinov shares office space with and provides management consulting services to Discover
Capital.

Unlawful Unregistered Offering of Discover Capital’s._
Preferred Shares and Common Stock Purchase Warrants

13. | On September 10, 2002, Discover Capital commenced an unregistered.offering of
securities. Rather than filing a registrati-on'statement with the SEC to cover the offering,
Discover Capital filed a Form D exemption notification signed by Eli Dinov. ’fhe exemption
notification claimed that Discover Capital would be offering to “at_:credited-investo_rs”' 5,000,000
units, each ﬁonsisting of a preferred éhare and a common‘ stock purchase warrant exercisable in
six months. The exemption notification stated that the aggregate offering price was $20,000,000.

The Form D exemption notification reported that the offering would rely on the registration *
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exemption set forth in Rule 5:66 of Re’giﬂ.a'it;iéﬁ D of the éécﬁriﬁes' Act[17 CFR 230.506], and
would be made only to ‘“a_ccre‘:dited investors” as that term is defined in Rule 501 of.'Regulation_ D
[17 C.F.R. 230.501]. The Form D exemption notification also identified Indianapolis Securities
as the sole entity that \iould be compensated for its efforts in ponnection with the solicitation and
sale of Disco;fer Capital private placement securities. |

14.  Onor abput October 2, 2002, Elli and Ari Dinov, acting directly and tﬁrough
employees of Indianapoiis Securities, commenced distribution qf a 143-page private placement
memorandum (“PPM"’j describing Discover Capital and the private placement securities |
offering. On or about the same date, Eli and ArLDinov, acting difeétly and through employees

of Indianapolis Securities, commenced oral solicitation efforts to sell the Discover Capital

_private placement securities. Thus far, their sales pitches have been delivered over the

telephone, in facesto-fa_ce sales visits, and at an investment rally arranged by Indianapolis
Securities employées during which Ari Dinov made a presentation.

| 15. Todate, Eli énd Ari Dinov, acting directly and through employees of Indianapolis
Securities, have solicited at least 117 iﬁdividﬁals to j;)arficipate in the private placement offering |
and at least lé individuals have invested a total of at least $1.1 million in this pl‘ivafe placenllent
offering.

16. At the time thgy were solicited, many of the individuals who purchased the D:iscm}er
Capital pﬁvﬁte placement securities had been customers of Indianapolis Securities for a few |
weeks.

17.  Moreover, at least ten of the nineteen investors who purchased units in the offering

were not accredited investors as that term is defined in Rule 501 of Regulation D [17 C.F.R.

230.501]. That being the case, under Rule 502 of regulation D [17 C.F.R. 230.502], the
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Defendants had an obligation 6 supply these ﬁnacérec’iited"invesfdré' with, ét minimum, a copy of
“the issuer’s 1b.alance sheet, which shall be dated within 120 days of the start of the offering” and
which “must be audited.” The Defendants did not supply the required information 1o these
unaccfedited mvestors. | |

18. independent ﬁf the requirement that all unaccredited investors be provided a copy of
the issuer’s audited balance éheet, it is also a requirement of all offerings seeking exemﬁtion
vnder Rule 506 that all unacéredjted investors have sufficient knowledge and experience of
financial and business matters fo be capable of evaluating the mérits and risks of the 'prospective
investment. The Defendants failed to adhere tc; this requirement as well. At least several of the
mdividuals who purchased Discover Capital private placement securities have .limited experience
investing in marketable securities and had never invested in private placement offeﬁnés. One of
those individuals expressly indicated on the suitability questionnaire he returned to Indianapolis
Securities that he had never before invested in unmérketable securities, seldom invested in
marketable securities, and did not understand the .riské of the investment. Nevertlieless, thé
Defendants accepted his investment check.r

Fraudulent Offer and Sale of Discover Capital’s
Preferred Shares and Common Stock Purchase Warrants

19. S_\ince the commencement of the Discover Capital private placement offering in the
fall of 2002, Eli and Ari Dinov, acting directly ém_d through employees of Indianapolis Securities,
have been engaged in a multi-faceted campaign to fraudulently market and sell Discover Capital
private placement securities to Indianapolis Securities’ unwitting customer base, a customer base
comprised of accouﬁts recentl)} acquired by the Defendants frolm defunct b;‘okerage firms.

- 20.  Eliand Ari Dindv knew that Discover Capital was little more than a ﬁnan-.cia.lly

unstable shell company whose primary asset, Indianapolis Securities, was an introducing broker -
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engaged in the fraudulent offer and sale of Discover Capital séc_uriﬁes. .Névertﬁeles.s, they, and-
Indianapolis S’_ecurities employees acting at their direction, conducted an extensive sales and
marketing campaign replete with false statements and egregious omissions that was designed to
portray Discover Capital as an undervalued, up and coming, financial services conglomerate.

21. . Specifically, Eli and Ari Dinov, acting directly and through employees of
Indianapolis Securities, without any basis, falsely told prospective investors:

a. that Discovér Capital and Indianapolis Securities would have full service_,'online
trading facilities and that Indianapolis Securities hﬁd applied to the NASD to act
as an online broker; |

b. that the offering ﬁrovided a ground floor opportunity to purchase an interest in the
next big financial services company; >

~¢. that the private placement offering provided a means by which individuals could
obtain Discover Capital stock at a significant discount in relation to the $4.00 to
$5.00 price at which Discover Capital shares were quoted and ;:rading; in the Pink
Sheets;

d. that Discover Capital stock would be worth $8.00 - $30.00 per share within
months to a year; and -

e. that Discover Capital had a plan in place to attract well-known individuals o
serve in senior management positions with the company.

22. During these same promotional efforts, Eli and Ari Dinov and various Indianapolis
Securities representatives acting at their direction, concealed certain important information from
prospecﬁve investors. Specifically absent from the solicitations was any mention of the

following:
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a. that in 2000 Eli Dinov, Discover C'a:pﬁéi’gélPres:idénf, CEO an& sole officer, had
been diécipiined by the NASD;

b. that Discover C;ipital had received and continues to _receivg significant conéulﬁng_
services from Stronghold Assoéiates whose sole employee, David Rﬁbinov, was
eﬁj oined from violating the antifraud provisions of the Securities Act of 1933 and
the Securities Exchange Act of 1934 and barred by the SEC from association with
any broker or dealer; and |

c. that the $4.00 to $5.00 per share Pink Sheet’s publicly quoted price of Discover
Capital common stock, which Ari Dinov often highlighted for prospective private
placement investors, was largely attributable to surreptitiously orchestrated open-
market sales of shares controlled by Rubinov to unwitting Indianapolis Securities

retail customers by Indianapolis Securities employees as described below.,

Fraudulent Sales of Discover Capital Commeon Stock

23."  Concurrent with the unregistered and fraudulent offering of the Discover Capital
private placement securities, Rubinov, Eli Dinov, and Ari Dinov engaged in a relate& scheme to
fraudulently mflate the: publicly traded market for Discover Capital common stock and, in the
process, enrich Rubinov by surreptitiously selling thousands of Discover Capital shares, secretly
controlled by Rubinov through accounts registered to Stronghold Associates, to unwitting
Indianapolis Securities customers at inﬂatéd prices:

724. | The Defendants succeeded in inflating the faublicly traded markef for Discover
Cap.it.al common stock by making high-pressure sales calls to new Indianapolis Securities

customers. During the calls the Defendants, and others acting at their direction, portrayed
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Discover Capital as-an upwand-zcoming financial servicss COﬁgléméfété. ‘ In these sales calls,
Indianapolis representatives, including Ari Dinov, without basis, falsely sta;zed that:

a. Discover Capital’s shares would trade for $12.00 per share within months or
$8.00 - $10.00 per share within months to a year; |

b. within months, Discover Capital’s shares would be listed on NASDAQ; and

c. Discover Capital was merging with muitiple million-dollar companies.

25. 'During the sales calls, Eli and Ari Dinov, and Indianapolis Securities employees
acting at their direction, con_ceéled significant facts. Specifically ébsent. from the sales calis were
any mention of the following:

a. that Discover Capital is':a ﬁnancially unstable company with a negative cash flow,
limited operating history, and sigﬁﬁcant accumulated deficit;

b. that in 2000 Eli Dinov had been disciplined byl the NASD;

c. that Discover Capital receives significant consulting services from Stronghold
Associates whose sole employee, David Rubinov, was enjoined from violating the
antifraud provisions of the Securities Act of 1933 and the Securities Exchange
Act of 1934 and barred by the SEC from association With.am.r broker or dealer;

d. that the public market price and trading activity in Discover Capité.l’s common
shares was largely attributable to surreptitiously orchestrated opeﬁ-mafket sales of |
shares controlied by Rubinov to unwiiting Indianapolis-Securities retail customers
by Indianapolis Securities emﬁloyees.

- 26. In addition to the sales calls, in October 2002, Eli Dinov created or directed the
creation of a spam email tout sheet recommending Discover Capital. The spam email described

Discover Capital as a diversified financial services company and claimed that Discover Capital

10
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planned to increase its revenues 50-fold and have $5 biftion in “asséts uﬁder inanaQexﬁ:’:ﬁt?’
within the next five years. The s'palﬁ also made false claims about the lines of business in which
Discover Capitél and Indianapolis were preparing to engage. The spam email touted Eli Dinov’s
business experience as an invesﬁnent banker and hedge fund manager, but faﬂed to disclose the
fact that Elt Dinov had been censured, fined, and suspended by the NASD. The spam email also
féiléd to disclose the injunction and bar against Rubinov.

' 27; - Also .durinAg October 2002, in apparent coordination with the spam email ca:rﬁpaign,
Discover Capital issued or caused to be issued a series of three press releases touting the
company and its plang. The first of these presé. releases, d‘éted‘ October 15, 2002, touted the
commencement of putative analyst coverage of Discover Capital, coverage being cbcnducted by

an analyst in a company beiﬁg paid by Discover Capital. The second, dated Octobér 16, 2002,
annouﬁced that Discover Capital had acquired Florida Discount Securities, a defunct Florida-
based broker-dealer. A third press release, dated October 23, 2002, boasted that Discover
Capital had established a Latin Américan division. That same press release was reproduced as
~ part of a-second spam email also distributed in October 2002.

- 28."  Rubinov plays a significant role in the management of Discover C_apital.l When SEC
examiners made an unannounced visit to Discover Capital’s headquarters ‘Oﬁ January 24, 2003,
Rubinov and Eli Dinoy were meeting together. Rubiﬁov described himself as a consultant to
Discover. Rubinov aﬁd Dinov met with the examiners, and Rubinov ansWered many of the
questions and appeéred fo the exa:rﬁiner to be in charge. Rubinov, furthermore, was involved in
planning the reverse merger that formed Discover Capital. Also, in August and September 2002,

' Rﬁbinov made use of Disc_ovef Capital’s address when establishing brokerage accounts in the

- name of Stronghold Associatés, his consulting company.

i1
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The Offer aﬂd'Sale of Discover Capﬁ:al Sécuriﬁéé is Ongojgg. '

29. | The Defendants appear to be c;ontinuing to solicit individuals to pufchase both
Discover Capital private placement securities and Discover Capital free trading common stock.
Iﬁ March 2003, Indianapolis _Secm‘ities ‘acqujred approximately 4,000 new customer'accouﬁts '
when they purchased the customer lists of a bankrupt Colorado brokefage ﬁrm; On March 2-0,
2003, Eli binov, on behalf of Discover Capital, placed an advertisement in the Wall Street
. Journal seeking to buy “broker/'d_ealer & client aécts.” On June 2, 2003, Discover Capital
announced the acquisitioﬁ of a stake in alFlorida-based broker-dealer with 3,600 customer
accounts. In rec_:eﬁt months, Indianapolis Securities brokers have re-solicited customers who
purchased Discover Capital’s common shares thrr;)ugh the Pink Sheets in the fall of 2002.

CLAIM FOR RELIEF

Violation of Securities Act Section 5

30. The preferred shares and common stock purchase warrants of Discover Capital are
securities Wlthm the meaning of Section 2(1) of the Securities Act [15 U.S.C. §§77b(1)].

31.  Sections 5(a) and 5(c) 6f the Securities Act prohibit the sale of any security unless a
registration statement is in effect with regard to that security, absent an applicable exemption from
that requirement {15 U.S.C. §§77¢ (2) & (c)]-

32. No regisﬁation statement has been filed with the SEC or is in effect with regard to any
public sale of the Discover Capital securitics at issue, and no exemptidn, 'clajmed by the Defendants
or otherWiS¢:, is applicable. |

33 By making ué.e of the means or instruments of transportation or communication in
interstate commerce or of the mails to offer and sell securities, through the use or ﬁeﬁufn ofa

prospectus or otherwise, when no registration statement has been filed or was in effect as to such

12
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securities, the Defendants have engaged in transactions, acts, practices, and courses of business that’

violate Section.5 of the Securities Act.

Yiolations of Section 17(a) of the Sec_urities Act,
Section 10(b) of the Exchange Act and Rule 10b-5

34.  Inconnection with the offer and sale of the Discover Capital private placement
securitieé and in connection with the offer and sale of Discover Capital common shares, the
Defendants made misrepresentations and omissions to investors and prospective investors
regarding material facts, and engaged in other deceptive conduct designed to make the market
for Discover Capital securities appear enticing to investorsland prospective investors.

35. By reason of the forgoing, tﬁe Defendants directly énd indirectly, singly and in
concert, knowingly or recklessly, by the use of the means or instruments of transpori:aﬁon or
communication in, and the means or instrumentalities of, mtersté,té commefce, or by the use of
the niails, in the offer or sale, and in connection with the purchase or sale, of securities, have: (a)
employed devices, schemes or artifices to defraud; (b) obtained money or property by means of,
or otherwise made untrue statements of material fact, or ofnitted to state material facts necessary

to make the statements, in light of the circumstances under which they were made, not

| misleading; and (c) engaged in transactions, acts, practices, and courses of business that operated
or would operate as a fraud or deceit upon purchasers of secmities or other persons and thereby
violated, are violating, are about to violate, and, unless restrained and enjoined, will continue
violating, Securities Act Section 17(a) and Exchange Act Section 10(b) and Rule 10b-5

~ thereunder.

13
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PRAYER FOR RELIEF

36. WHEREFORE, Plaintiff SEC respectfully requests that this Court enter a final
judgment:.

L Enjoining each of the Defendants, their agents, servants, employees, attorneys in-
fact, and all .persons in active concert or-partiqipation with them who receive acﬁtal notice of the
" injunction by personal service or otherwise, and each of them, from violating Sections 5(a), 5(c), -
and 17(a) of the Securities Act and Section 10(b) of the Exchange Act, and Rule 10b;5
thereunder.-

1L Ordering each of the Defendants to account for and disgorge.their ill-gotten gains
from the violative conduct alleged in this complaint, and to pay prejudgmeqt interest thereon.

at. Ordering each of the Defendants to pay the ﬁlaximum civil monetary penalties

pursuant to Section 20(d) of the Securities Act and Section 21(d)(3) of the Exchange Act.

14
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IV.  Such other and further relief as the Cb.uff deems appf:()pziéte.

REQUEST FOR A JURY TRIAL

Plamtiff requests a jury trial.

Dated: WASHINGTON, DC

July 9, 2003

By MQQA—“\N

Russeil D. Duncan (DC Bar # 366888) |/
John Reed Stark (DC Bar # 425187)
Thomas A. Sporkin (DC Bar # 444865)
Michael J. Monticciolo

David C. Rice

Attorneys For Plaintiff

SECURITIES AND EXCHANGE
COMMISSION

450 Fifth Street, NW

Ninth Floor

Washington, DC 20549-0911
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