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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

)
U.S. SECURITIES AND EXCHANGE )
COMMISSION, )
)

Plaintiff, ) Civil Action No.
)

V. ) 18-CV-5587
)
EQUITYBUILD, INC., EQUITYBUILD )
FINANCE, LLC, JEROME H. COHEN, and )
SHAUN D. COHEN, )
)
Defendants. )
)
COMPLAINT

Plaintiff U.S. Securities and Exchange Commission (“SEC”) alleges as follows:

1. The SEC brings this action to halt an ongoing Ponzi scheme. Since at least 2010,
Defendants Jerome and Shaun Cohen, through their companies, Defendants Equitybuild, Inc. and
Equitybuild Finance, LLC, have raised at least $135 million from more than 900 investors.
Defendants raised these funds by falsely promising investors safe investments, secured by income-
producing real estate, that generated returns of 12% to 20%. Most of the real estate promoted to
investors were residential properties in underdeveloped areas on the South Side of Chicago.

2. Defendants defrauded their investors in multiple ways. For instance, Defendants hid
from investors that they skimmed 15% to 30% off each investment by taking undisclosed fees. In
many cases they did this by telling investors that the properties being purchased cost substantially
more than what Defendants actually paid for them. This meant that investors were not only
overcharged, but the real estate supposedly securing their investments was worth much less than

what Defendants told investors.
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3. Beyond the exaggerated property valuations and undisclosed fees, Defendants falsely
told investors that their impressive returns would be generated by profitable real estate. Contrary to
Defendants’ claims, Defendants sustained heavy losses and the properties they pitched to investors
failed to earn anywhere near enough to pay the promised double-digit returns. As a result,
Defendants’ investment program devolved into a Ponzi scheme: Defendants could only pay earlier
investors by raising funds from unwitting new investors.

4. Rather than disclosing their financial problems, to keep the scheme afloat the
Defendants continued to solicit investors with offers of safe investments and outsized returns.

5. Defendants later changed their business model by offering investments in pooled
investment funds, again promising double-digit returns generated by income-producing real estate.
But Defendants concealed from new investors that most of the properties supposedly being acquired
and renovated by new investor proceeds were the very same properties “securing” the investments
of earlier investors. Defendants also hid from the new investors that, rather than be deployed to
develop real estate, significant amounts of their money would be used to make Ponzi payments to
earlier investors.

6. As for the earlier investors, Defendants forced them to restructure their investments
by pushing back the timeframes for repayment, swapping investors’ supposedly secured investments
for new unsecured instruments, and by transferring title of the properties purportedly securing the
investments into special purpose entities owned by Defendant Jerome Cohen.

7. On the brink of their scheme collapsing, Defendants recently started coming clean
about their financial distress and inability to repay investors through revenue-producing real estate.
But Defendants limited these disclosures only to earlier investors whose interest payments

Defendants could no longer afford to make. Despite these partial disclosures, Defendants continue
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to raise funds from new investors by concealing their dire financial condition while promising
“guaranteed” returns and annual interest payments as high as 17%. This lawsuit seeks to stop
Defendants’ scheme.

JURISDICTION AND VENUE

8. The SEC brings this action under Securities Act of 1933 (“Securities Act”)
Section 20(b) [15 U.S.C. 8§77t(b)] and Securities Exchange Act of 1934 (“Exchange Act”)
Sections 21(d) and (e) [15 U.S.C. §878u(d) and 78u(e)].

0. This Court has jurisdiction over this action pursuant to Section 22 of the
Securities Act [15 U.S.C. § 77v] and Section 27 of the Exchange Act [15 U.S.C. § 78aa].

10. Venue is proper in this Court pursuant to Section 27 of the Exchange Act [15
U.S.C. § 78aa]. Many of the acts, practices, and courses of business constituting the violations
alleged herein have occurred within the Northern District of Illinois.

11. Nearly all of the securities described herein involved real estate investments in
Chicago. Defendants operate an office in Chicago and used investor funds to purchase, renovate,
and develop Chicago residential properties. Defendants also offered and sold the securities
described herein to investors in the Northern District of Illinois.

12. Defendants directly and indirectly made use of the means and instrumentalities of
interstate commerce and of the mails in connection with the acts, practices, and courses of
business alleged herein, and will continue to do so unless enjoined.

DEFENDANTS

13. Equitybuild, Inc. is a Florida corporation, with an office in Chicago. Since at least
2010, Equitybuild, Inc. (“Equitybuild”) has solicited investments promising returns generated by the

purchase, renovation, and development of real estate in Chicago.
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14. Equitybuild Finance, LLC, formerly known as Hard Money Company, LLC, isa
Delaware limited liability company wholly owned by Equitybuild. Since at least 2010, Equitybuild
Finance, LLC (“Equitybuild Finance”) has solicited investments promising returns generated by the
purchase, renovation, and development of real estate in Chicago.

15.  Jerome H. Cohen, age 63, is a resident of Naples, Florida. Jerome Cohen founded
Equitybuild and Equitybuild Finance. He is the CEO and President of Equitybuild. Along with his
son Shaun, Jerome Cohen controlled Equitybuild and Equitybuild Finance, including controlling
their operations, the content of the representations made to investors described herein, and
transactions to and from their bank accounts.

16.  Shaun D. Cohen, age 39, is a resident of New York, New York. He is the President
and sole officer of Equitybuild Finance and the Vice President of Equitybuild. Along with his
father, Shaun Cohen controlled Equitybuild and Equitybuild Finance, including controlling their
operations, the content of the representations made to investors described herein, and transactions to
and from their bank accounts.

FACTS

17. Since 2010, Defendants Equitybuild, Equitybuild Finance, Jerome Cohen and Shaun
Cohen (collectively, “Defendants”) have raised at least $135 million by selling securities to more
than 900 investors throughout the United States.

18. None of the securities or securities offerings described herein was registered with the
SEC.

19.  While the mechanics of the investments changed over time, Defendants offered and
sold securities by promising to pool investor funds to purchase, renovate, or develop real estate

properties, primarily in underdeveloped areas on the South Side of Chicago.
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Phase 1: The Private Mortgage Notes

20. By 2010, Defendants had begun offering and selling promissory notes (the “Notes”)
to investors.

21. The parties to the Notes were: (a) the “borrower,” which was usually Equitybuild,
and (b) the investors, each of which the Notes described as a “lender.”

22. The Notes provided for interest rates ranging from 12% to 20%, with investors
receiving higher interest rates for investing greater amounts of money.

23. The terms of the Notes ranged from six to 24 months. At the end of the Notes’
terms, Defendants offered investors the option of, instead of returning investors’ principal, rolling
over the principal into a new Note. Many investors availed themselves of this option.

24. Each Note referenced a specific real estate property, which investor funds would
purportedly be pooled to purchase, renovate, and/or develop. Each Note represented that the Note
was secured by a fractional interest in a mortgage in the identified property.

25. However, per the investment forms Defendants drafted, the investors assigned to
Equitybuild Finance, as the “Collateral Agent,” all of their rights and powers under the Notes and
mortgages. Defendants thus structured the mortgages to be typically entered between: (a)
Equitybuild, an affiliate entity, or, in some case, a third-party purchaser; and (b) the investors “care
of” Equitybuild Finance.

26.  Jerome Cohen signed the Notes and mortgages on behalf of Equitybuild (or its
affiliates). Shaun Cohen, having been delegated the ability to do so by the investors, signed the

Notes on behalf of Equitybuild Finance.
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Defendants Promoted the Notes as Profitable and Safe Investments Secured by Real Estate

217. Defendants utilized a variety of promotional methods to solicit investments in the
Notes. These included Equitybuild’s website, emails to prospective investors, a call center and
salespeople, in-person presentations, social media, and Google advertising.

28.  As part of their marketing efforts, Equitybuild and Equitybuild Finance also issued
and distributed to investors promotional booklets referred to as “white papers.”

29.  The salespeople Defendants used to solicit investors received commissions based on
the amounts of investments they obtained. These salespeople ultimately reported to Shaun Cohen,
who instructed them to bring in at least $50,000 in new investments each day.

30. Defendants’ promotional materials touted the Notes as “low risk” investments that
were secured by real estate. For instance, in one white paper, Defendants described how
“Equitybuild is ushering in a new era by making real estate investing more secure and reliable than
ever.” The same white paper describes Equitybuild’s “Three Guarantees,” which included promises
that Equitybuild would compensate investors for any deficiencies in the real estate’s operating
income and declines in property values.

31. In another white paper, Equitybuild Finance assured investors that if the mortgage
ever goes into default, investors could simply sell the property in a quick sale and get their
money out of the investment.

32. Defendants also sought to downplay the risk of investing by describing their
purportedly successful track record. Marketing emails frequently touted the fact that
“EquityBuild has Never Defaulted on a Loan and has Zero Foreclosures,” and had a “perfect

payment track record.” Equitybuild’s website and white papers similarly claimed that it was
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able to achieve “Operational Mastery” due to a “proprietary econometric model” that
successfully identifies undervalued properties.

33. Defendants paired their assurances of low risk investments with the lure of
“consistently” delivering “double-digit returns.” Defendants touted how their “investors receive
impressive, double-digit returns that roll in month after month, regular as clockwork, but require
absolutely no ongoing effort on their part.”

34. Defendants told investors that their double-digit returns would be generated
through third-party purchasers, who would use the investor-funded mortgages to purchase the
properties securing the Notes. Defendants told investors that these third-party purchasers borrow
on shorter terms and at higher rates than purchasers using traditional mortgages, allowing
Equitybuild and Equitybuild Finance to generate “high returns that beat the stock market.”

35. Defendants told investors that Equitybuild and Equitybuild Finance earned their
profits from the third party purchasers, but not from the investors. To that end, Defendants told
investors that Equitybuild and Equitybuild Finance retained as profits the difference between the
mortgage payments received from the third party purchases and the interest payments made to
the Note investors.

36. Reinforcing the safety and profitability of the Notes, Defendants’ marketing
emails claimed that these third-party purchasers were “qualified” borrowers with “A-grade”
credit. Defendants also represented that the properties collateralizing investors’ Notes would
generate “more than enough revenue to cover the borrower’s note payments as well as all of the

property’s operating expenses, and still return positive cash flow.”
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In Reality, Defendants Charged the Note Investors Heavy Undisclosed Fees, Purchased
Poorly Performing Real Estate, and Began Operating a Ponzi Scheme

37. Defendants’ representations that they made money by keeping the difference
between the mortgage payments of third-party purchasers and the Note investors’ interest payments
were false and misleading. Contrary to these representations, and concealed from investors,
Defendants kept 15% to 30% of the Note investors’ investments as undisclosed fees.

38. Defendants kept these fees hidden by telling investors that the properties securing
their Notes were worth significantly more than the actual cost of the properties. Specifically, the
offering memoranda Defendants provided to Note investors listed a “purchase price” or “sale
price” for each property that was inflated, on average, by more than 47%. This meant
Defendants collected far more money from investors than what they told investors was necessary
to acquire the properties securing each Note.

39.  Jerome and Shaun Cohen used these secret fees to fund their personal living
expenses, and to keep the scheme going by making Ponzi-style payments to earlier investors.

40.  The inflated purchase prices presented to investors also meant that the
investments were far riskier than Defendants led investors to believe. Indeed, the Notes were
not, as Defendants claimed, “fully” or “100%” secured by real estate at the price disclosed to
investors. Rather, to the extent they were secured at all, the Notes were only secured by the
actual, and much smaller, value of the properties.

41. Beyond the undisclosed fees, Defendants deceived investors by falsely
representing that the properties securing the Notes were profitable investments that generated

positive cash flows.
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42. In reality, and unknown to investors, many of properties securing the Notes
performed quite poorly, with monthly expenses far exceeding their revenues. This meant that
few, if any, of the properties generated enough revenues to fund the investors’ interest payments.

43. Despite Defendants’ claims of successful real estate investments, Equitybuild’s
internal financial statements, which were not shared with investors, revealed a net loss for 2015
of $12 million.

44, Contrary to Defendants’ representations, investors’ interest payments were not
funded by third-party buyers” mortgage payments. Rather than selling the properties to third-
party purchasers, Equitybuild owned most of properties securing the Notes. And by 2015,
Defendants no longer even tried to find third-party buyers.

45. With the properties failing to generate sufficient income, Defendants began
operating the Notes offering as a Ponzi scheme, using new investor funds to pay earlier investors’
interest payments. From January 2015 through February 2017, investors received approximately
$14.5 million in interest payments. During that same period, the revenue earned from properties’
rental income and third party buyers” monthly payments amounted to only $3.8 million.
Defendants never told investors that they were relying on fresh investor funds, rather than
income-producing properties, in order to finance the interest payments.

46. Given the poor performance of many of their properties, Defendants’ claim of
having “zero foreclosures” was also misleading. Indeed, even in the event of a default by the
borrower, it would have been impossible for investors to foreclose.

47.  This is because, as part of the Note investments, investors delegated to
Equitybuild Finance all of their powers under the Notes and mortgages, including the power to

foreclose. And, even absent that delegation, there was no practical way for investors to
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foreclose, since there were multiple investors on each property and Defendants did not provide
investors with the other investors’ contact information.

48. Similarly misleading were Defendants’ representations that they had never defaulted
on a loan. Defendants routinely extended the payback terms on investors’ Notes, often for years.
Defendants forced investors to either agree to these extensions or be placed on a “buyout list” and
wait for Defendants to find another investor willing to buy out the original investment. As of June
2018, Defendants had approximately $3 million worth of investments on the buyout list.

49, Defendants also forced approximately 100 investors to accept unsecured promissory
notes in lieu of their original “secured” Notes. Nevertheless, Defendants continued to offer
securities to new investors without disclosing that previous investors had been compelled to extend
their payback terms, been placed on the buyout list, or had their secured Notes switched to
unsecured notes.

50.  And, despite touting Defendants’ successful track record and “Operational Mastery,”
Defendants failed to disclose to investors that Jerome and Shaun Cohen had each previously filed for
bankruptcy.

51. Nor did Defendants actually employ an “econometric model” to select properties, as
the offering materials represented. Unbeknownst to investors, and as Jerome Cohen acknowledged
to SEC investigators, the “econometric model” represented to investors was merely some “back of
the envelope” calculations and selecting real estate was not a “core competency” of Defendants.

Phase 2: Defendants Begin Offering Investments in Real Estate Funds

52. In 2017, Jerome and Shaun Cohen began making changes to the business model they

presented to investors. But while the mechanics of the investments changed, the fraud continued.

10
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53. At that time, rather than offering promissory notes, they began offering investments
in real estate “funds.” To date, Defendants have offered a total of over $70 million in investments in
at least seven different funds. Defendants told investors in these funds that Defendants would pool
investor proceeds to purchase and renovate real estate, again primarily on the South Side of Chicago.

54.  With names like “Chicago Capital Fund,” and “South Side Development Fund,”
Defendants continued to promise investors double-digit returns. These fund offerings remain
ongoing, with one fund offering 17% returns for 24 months, and another offering 14% returns in as
short as six months. One fund promises “guaranteed” returns.

55.  Aswas the case with the Notes, the funds’ offering materials tout the profitably of
the investment, while failing to disclose Defendants’ poor performance record, precarious financial
condition, and operation of a Ponzi scheme.

56. For instance, Defendants failed to disclose to the fund investors that, rather than
being deployed to purchase or renovate real estate, Defendants used significant portions of fund
investor money to repay earlier Note investors.

57. Defendants also concealed from investors that many of the properties that make up
these new funds are the very same properties that purportedly secured prior investors’ Notes.
Without prior disclosure to the Note investors, Defendants transferred title of properties
purportedly securing the Notes to special purpose entities owned by Jerome Cohen.

58. While the funds’ offering materials list the properties the funds intend to acquire,
they fail to mention that the Defendants acquired those buildings in the course of the earlier Note
offerings and that the properties supposedly served to secure the prior Note investments.

59.  While touting the profitability of the funds, the funds’ offering materials also fail

to disclose Defendants’ inability to repay earlier investors. According to Equitybuild’s records,

11
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as of late 2017, investors in more than 1,200 Notes had not been repaid their principal, totaling
almost $75 million in delinquent payments. Defendants concealed this fact and also their
inability to make earlier investors whole. Demonstrating the unlikelihood that Defendants can
repay investors, as of May 31, 2018, Equitybuild and Equitybuild Finance had less than
$100,000 in their bank accounts.

The Fraud Continues: Even on the Brink of Collapse, Defendants Continue to Solicit
Investors by Offering Outsized Returns and Hiding Their Severe Financial Problems

60. Defendants recently started coming clean about their failed investments and dire
financial condition — but only to earlier investors and not to prospective investors from whom
Defendants continue to solicit fresh investments.

61. In May and June of 2018, Defendants disclosed to earlier investors that they were
unable to continue making interest payments on the Notes and that they were in the process of
unilaterally changing the terms of investors’ investments.

62. At that time, Shaun Cohen emailed prior investors that Equitybuild had
accumulated a “debt load that is not sustainable” and that continuing to pay investor interest
payments “would lead to an inevitable disaster that would put your investment at risk of
significant loss.” Shaun Cohen further wrote that Equitybuild had “no choice but to restructure
and reduce the debt burden” by unilaterally converting investors’ Notes or unsecured promissory
notes to equity positions in one of the funds.

63. In early August 2018, Equitybuild emailed a video recording of Shaun Cohen to
Note investors. On the recording, Shaun Cohen: (a) states that Equitybuild’s properties are
“negatively cash flowing,” (b) acknowledges that investor interest payments have stopped and
that principal has not been returned, (c) discloses that Equitybuild had funded investor interest
payments using “fee income” from later investors, but that fees charged to later investors could

12
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no longer satisfy the interest payments to earlier investors, (d) warns investors not to file
lawsuits against Equitybuild, (e) states that investors will not receive payments until
Equitybuild’s rental income exceeds its expenses, and (f) advises that Equitybuild was cutting
staff down to a “skeleton crew” and would not be able to respond to investor inquiries.

64.  While making these stark admissions to earlier investors, Defendants provide no
such warning to the unwitting investors to whom they currently offer fund securities. Instead,
Defendants continue to raise new money, promising “guaranteed” returns and annual interest
payments as high as 17% — all while hiding Defendants’ severe financial problems and the fact
that they told earlier investors they could no longer make their interest payments.

COUNT |

Violations of Section 10(b) of the Exchange Act and Exchange Act Rule 10b-5
(Against All Defendants)

65. Paragraphs 1 through 64 are realleged and incorporated by reference.

66.  As more fully described in paragraphs 1 through 64, Defendants, in connection
with the purchase and sale of securities, by the use of the means and instrumentalities of
interstate commerce and by the use of the mails, directly and indirectly: used and employed
devices, schemes and artifices to defraud; made untrue statements of material fact and omitted to
state material facts necessary in order to make the statements made, in light of the circumstances
under which they were made, not misleading; and engaged in acts, practices and courses of
business which operated or would have operated as a fraud and deceit upon purchasers and
prospective purchasers of securities.

67.  Asdescribed in more detail in paragraphs 1 through 64 above Defendants each
acted with scienter in that they knowingly or recklessly made the material misrepresentations

and omissions and engaged in the fraudulent scheme identified above.

13
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68. By reason of the foregoing, Defendants violated Section 10(b) of the Exchange
Act [15 U.S.C. 878j(b)] and Rule 10b-5 thereunder [17 C.F.R. 240.10b-5].
COUNT 11
Aiding and Abetting Violations of Section 10(b) of the Exchange Act

and Exchange Act Rule 10b-5(b)
(Against Defendants Jerome Cohen and Shaun Cohen)

69. Paragraphs 1 through 64 are realleged and incorporated by reference.

70. Defendants Equitybuild and Equitybuild Finance, in connection with the purchase
or sale of securities, by the use of any means or instrumentalities of interstate commerce or by
the use of the mails, directly or indirectly, made untrue statements of material fact and 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.

71. Defendants Jerome Cohen and Shaun Cohen knowingly or recklessly provided
substantial assistance to Defendants Equitybuild and Equitybuild Finance in the commission of
these violations.

72. Defendants Jerome Cohen, Shaun Cohen, Equitybuild and Equitybuild Finance
acted with scienter and/or recklessly.

73. By reason of the foregoing, Equitybuild and Equitybuild Finance violated Section
10(b) of the Exchange Act [15 U.S.C. § 78j(b)] and Rule 10b-5(b) thereunder [17 C.F.R. §
240.10b-5(b)], and Jerome Cohen and Shaun Cohen are liable for aiding and abetting those

violations pursuant to Section 20(e) of the Exchange Act [15 U.S.C. § 78t(e)].

14
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COUNT M1

Control Person Liability Under Section 20(a) of the Exchange Act
(Against Jerome Cohen and Shaun Cohen)

74, Paragraphs 1 through 64 are realleged and incorporated by reference as though
fully set forth herein.

75.  Jerome Cohen and Shaun Cohen (a) directly or indirectly controlled Defendants
Equitybuild and Equitybuild Finance, (b) possessed the power and ability to control Defendants
Equitybuild and Equitybuild Finance as to their violations of Section 10(b) of the Exchange Act
and Rule 10b-5 thereunder, and (c) were culpable participants in Defendants Equitybuild’s and
Equitybuild Finance’s violations of the Exchange Act, including by knowingly or recklessly
authorizing and causing Equitybuild and Equitybuild Finance to make the false and misleading
representations and omissions described herein and use investor proceeds in the manner
described herein.

76. By reason of the foregoing, pursuant to Section 20(a) of the Exchange Act [15
U.S.C. § 78t(a)], Jerome Cohen and Shaun Cohen are jointly and severally liable with, and to the
same extent as, Defendants Equitybuild and Equitybuild Finance for their violations of the
Exchange Act as stated above in Count 1.

COUNT IV

Violations of Section 17(a) of the Securities Act
(Against All Defendants)

77. Paragraphs 1 through 64 are realleged and incorporated by reference as though

fully set forth herein.

15
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78. By engaging in the conduct described in paragraphs 1 through 64 above,
Defendants, in the offer and sale of securities, by the use of the means and instruments of
interstate commerce, directly or indirectly:

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

b. obtained money or property by means of untrue statements of material fact
or by omitting to state material facts necessary in order to make the
statements made, in light of the circumstances under which they were
made, not misleading; and

c. engaged in transactions, practices, or courses of business that operated or
would operate as a fraud or deceit upon the purchasers of such securities.

79. Defendants intentionally, recklessly, and negligently engaged in the conduct
described above.
80. By reason of the foregoing, Defendants violated Section 17(a) of the Securities
Act [15 U.S.C. § 77q(a)].
COUNT V

Violations of Section 5(a) and 5(c) of the Securities Act
(Against All Defendants)

81. Paragraphs 1 through 64 above are realleged and incorporated herein by
reference.

82. By their conduct, Defendants directly or indirectly: (i) made use of means or
instruments of transportation or communication in interstate commerce or of the mails to sell,
through the use or medium of a prospectus or otherwise, securities as to which no registration
statement was in effect; (ii) for the purpose of sale or delivery after sale, carried or caused to be
carried through the mails or in interstate commerce, by any means or instruments of
transportation, securities as to which no registration statement was in effect; and (iii) made use of

any means or instruments of transportation or communication in interstate commerce or of the

16
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mails to offer to sell or offer to buy, through the use or medium of a prospectus or otherwise,
securities as to which no registration statement had been filed.

83. By reason of the foregoing, Defendants have violated Sections 5(a) and (c) of the
Securities Act [15 U.S.C. § 77e(a) and (c)].

RELIEF REQUESTED

WHEREFORE, the SEC respectfully requests that this Court:
l.

Issue findings of fact and conclusions of law that Defendants committed the violations
charged and alleged herein.

1.

Enter an Order of Permanent Injunction restraining and enjoining Defendants, their
officers, agents, servants, employees, attorneys and those persons in active concert or
participation with defendants who receive actual notice of the Order, by personal service or
otherwise, and each of them from, directly or indirectly, engaging in the transactions, acts,
practices or courses of business described above, or in conduct of similar purport and object, in
violation of Sections 5(a), 5(c), and 17(a) of the Securities Act [15 U.S.C. 88 77e(a), 77e(c), and
77qg(a)] and Section 10(b) of the Exchange Act [15 U.S.C. § 78j] and Rule 10b-5 [17 CFR §
240.10b-5] thereunder.

1.

Issue an Order requiring Defendants, on a joint and several basis, to disgorge the ill-

gotten gains received as a result of the violations alleged in this Complaint, including

prejudgment interest.

17



Case: 1:18-cv-05587 Document #: 1 Filed: 08/15/18 Page 18 of 18 PagelD #:18

V.

With regard to the Defendants’ violative acts, practices and courses of business set forth
herein, issue an Order imposing upon Defendants appropriate civil penalties pursuant to Section
20(d) of the Securities Act [15 U.S.C. 8 77t(d)] and Section 21(d)(3) of the Exchange Act [15

U.S.C. § 78u(d)(3)].

V.

Retain jurisdiction of this action in accordance with the principals of equity and the
Federal Rules of Civil Procedure in order to implement and carry out the terms of all orders and
decrees that may be entered or to entertain any suitable application or motion for additional relief
within the jurisdiction of this Court.

VI.

Grant such other relief as this Court deems appropriate.

JURY DEMAND

Pursuant to Rule 38 of the Federal Rules of Civil Procedure, the SEC hereby requests a
trial by jury.
Respectfully Submitted,

Dated: August 15, 2018 /s/ Benjamin J. Hanauer
Benjamin J. Hanauer (hanauerb@sec.gov)
Avriella Guardi (guardia@sec.gov)
Timothy J. Stockwell (stockwellt@sec.gov)
175 West Jackson Blvd., Suite 1450
Chicago, IL 60604
Phone: (312) 353-7390
Facsimile: (312) 353-7398
Attorneys for Plaintiff
U.S. Securities and Exchange Commission

18
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Foreign Country

IV. NATURE OF SUIT (Check one box, only.)

| CONTRACT TORTS PRISONER PETITIONS LABOR OTHER STATUTES ]
[ 110 Insurance PERSONAL INJURY PERSONAL INJURY O 510 Motions to Vacate Sentence [ 710 Fair Labor Standards Act O 375 False Claims Act
[ 120 Marine [ 310 Airplane [ 365 Personal Injury - Habeas Corpus: [ 720 Labor/Management Relations | 0 376 Qui Tam (31 USC 3729 (a))
[ 130 Miller Act O 315 Airplane Product Product Liability O 530 General [ 740 Railway Labor Act O 400 State Reapportionment
[ 140 Negotiable Instrument Liability [0 367 Health Care/ O 535 Death Penalty O 751 Family and Medical O 410 Antitrust
[1 150 Recovery of Overpayment [0 320 Assault, Libel & Slander Pharmaceutical O 540 Mandamus & Other Leave Act O 430 Banks and Banking
& Enforcement of Judgment [0 330 Federal Employers’ Personal Injury O 550 Civil Rights [ 790 Other Labor Litigation [ 450 Commerce
[1 151 Medicare Act Liability Product Liability O 555 Prison Condition [ 791 Employee Retirement [ 460 Deportation
[1 152 Recovery of Defaulted Student | 1 340 Marine [0 368 Asbestos Personal Injury |1 560 Civil Detainee — Conditions Income Security Act [ 470 Racketeer Influenced and
Loans (Excludes Veterans) [0 345 Marine Product Liability Product Liability of Confinement Corrupt Organizations
[J 153 Recovery of Veteran’s Benefits [ 350 Motor Vehicle [ 480 Consumer Credit
[ 160 Stockholders’ Suits [ 355 Motor Vehicle PERSONAL PROPERTY PROPERTY RIGHTS [0 490 Cable/Sat TV
[ 190 Other Contract Product Liability [ 370 Other Fraud [0 820 Copyrights 850 Securities/Commodities/
[[1 195 Contract Product Liability [0 360 Other Personal Injury [0 371 Truth in Lending [ 830 Patent Exchange
[[1 196 Franchise [ 362 Personal Injury - [0 380 Other Personal O 835 Patent — Abbreviated [0 890 Other Statutory Actions
Medical Malpractice Property Damage New Drug Application [0 891 Agricultural Acts
[0 385 Property Damage [0 840 Trademark [0 893 Environmental Matters
Product Liability [0 895 Freedom of Information Act
O 896 Arbitration
| REAL PROPERTY CIVIL RIGHTS BANKRUPTCY FORFEITURE/PENALTY SOCIAL SECURITY O 899 Administrative Procedure
[ 210 Land Condemnation [0 440 Other Civil Rights [0 422 Appeal 28 USC 158 [ 625 Drug Related Seizure [0 861 HIA (1395ff) Act/Review or Appeal of
[ 220 Foreclosure [ 441 Voting O 423 Withdrawal 28 USC 157 of Property 21 USC 881 [ 862 Black Lung (923) Agency Decision
[[J230 Rent Lease & Ejectment [ 442 Employment [ 690 Other [0 863 DIWC/DIWW (405(g)) [0 950 Constitutionality of
[J 240 Torts to Land [ 443 Housing/ [0 864 SSID Title XVI State Statutes
[ 245 Tort Product Liability Accommodations IMMIGRATION [0 865 RSI (405(g))
1 290 Al Other Real Property [0 445 Amer. w/Disabilities - [0 462 Naturalization Application
Employment [ 463 Habeas Corpus -
O 446 Amer. wiDisabilities - Alien Detaince FEDERAL TAXES
Other 0 . Frisoner Petition) T 870 Taxes (U.S. Plaintiff
465 Other Immigrant o
O 448 Education Actions or Defendant)
O 871 IRS—Third Party
26 USC 7609
V. ORIGIN (Check one box, only.)
[&] 1 Original O 2 Removed from O 3 Remanded from O 4 Reinstated or O 5 Transferredfrom [ 6 Multidistict 1 8 Multidistrict
Proceeding State Court Appellate Court Reopened Another District Litigation Litigation
(specify) Direct File
VI. CAUSE OF ACTION (Enter U.S. Civil Statute under which you are filing and VII. Previous Bankruptcy Matters (For nature of suit 422 and 423, enter the case number and
write a brief statement of cause.) judge for any associated bankruptcy matter previously adjudicated by a judge of this Court. Use a separate
Securities fraud in violation of 15 U.S.C. § 77q(b) and 8§78 attachment if necessary.)
VIIl. REQUESTED IN [ Check if this is a class action under Rule ~ DEMAND $ Check Yes only if demanded in complaint.
COMPLAINT: 23, FR.CV.P. JURY DEMAND: [ Yes []No
IX. RELATED CASE(S) (See instructions)
IF ANY Judge Case Number
X. Is this a previously dismissed or remanded case? [ ] Yes [l] No If yes, Case # Name of Judge
Date Signature of attorney of record

August 15, 2018 s/ Benjamin J. Hanauer
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Authority for Civil Cover Sheet

The JS 44 civil cover sheet and the information contained herein neither replaces nor supplements the filings and service of pleading or other papers as required by law,

except as provided by local rules of court. This form, approved by the Judicial Conference of the United States in September 1974, is required for the use of the Clerk of
Court for the purpose of initiating the civil docket sheet. Consequently, a civil cover sheet is submitted to the Clerk of Court for each civil complaint filed. The attorney

filing a case should complete the form as follows:

l. (a) Plaintiffs-Defendants. Enter names (last, first, middle initial) of plaintiff and defendant. If the plaintiff or defendant is a government agency, use only the
full name or standard abbreviations. If the plaintiff or defendant is an official within a government agency, identify first the agency and then the official, giving both
name and title.

(b) County of Residence. For each civil case filed, except U.S. plaintiff cases, enter the name of the county where the first listed plaintiff resides at the time of
filing. In U.S. plaintiff cases, enter the name of the county in which the first listed defendant resides at the time of filing. (NOTE: In land condemnation cases, the
county of residence of the "defendant" is the location of the tract of land involved.)

(c) Attorneys. Enter the firm name, address, telephone number, and attorney of record. If there are several attorneys, list them on an attachment, noting in this
section "(see attachment)".

I1. Jurisdiction. The basis of jurisdiction is set forth under Rule 8(a), F.R.Cv.P., which requires that jurisdictions be shown in pleadings. Place an "X" in one of
the boxes. If there is more than one basis of jurisdiction, precedence is given in the order shown below.

United States plaintiff. (1) Jurisdiction based on 28 U.S.C. 1345 and 1348. Suits by agencies and officers of the United States are included here.

United States defendant. (2) When the plaintiff is suing the United States, its officers or agencies, place an "X" in this box.

Federal question. (3) This refers to suits under 28 U.S.C. 1331, where jurisdiction arises under the Constitution of the United States, an amendment to the Constitution,
an act of Congress or a treaty of the United States. In cases where the U.S. is a party, the U.S. plaintiff or defendant code takes precedence, and box 1 or 2 should be

marked.

Diversity of citizenship. (4) This refers to suits under 28 U.S.C. 1332, where parties are citizens of different states. When Box 4 is checked, the citizenship of the
different parties must be checked. (See Section 11 below; NOTE: federal question actions take precedence over diversity cases.)

I11. Residence (citizenship) of Principal Parties. This section of the JS 44 is to be completed if diversity of citizenship was indicated above. Mark this section
for each principal party.

V. Nature of Suit. Place an "X" in the appropriate box. If the nature of suit cannot be determined, be sure the cause of action, in Section VI below, is sufficient
to enable the deputy clerk or the statistical clerk(s) in the Administrative Office to determine the nature of suit. If the cause fits more than one nature of suit, select the
most definitive.

V. Origin. Place an "X" in one of the six boxes.

Original Proceedings. (1) Cases which originate in the United States district courts.

Removed from State Court. (2) Proceedings initiated in state courts may be removed to the district courts under Title 28 U.S.C., Section 1441. When the petition for
removal is granted, check this box.

Remanded from Appellate Court. (3) Check this box for cases remanded to the district court for further action. Use the date of remand as the filing date.
Reinstated or Reopened. (4) Check this box for cases reinstated or reopened in the district court. Use the reopening date as the filing date.

Transferred from Another District. (5) For cases transferred under Title 28 U.S.C. Section 1404(a). Do not use this for within district transfers or multidistrict litigation
transfers.

Multidistrict Litigation. (6) Check this box when a multidistrict case is transferred into the district under authority of Title 28 U.S.C. Section 1407. When this box is
checked, do not check (5) above.

VL Cause of Action. Report the civil statute directly related to the cause of action and give a brief description of the cause. Do not cite jurisdictional statutes unless
diversity. Example: U.S. Civil Statute: 47 USC 553 Brief Description: Unauthorized reception of cable service

VIL Previous Bankruptcy Matters For nature of suit 422 and 423 enter the case number and judge for any associated bankruptcy matter previously adjudicated by
a judge of this court. Use a separate attachment if necessary.

VIIL Requested in Complaint. Class Action. Place an "X" in this box if you are filing a class action under Rule 23, F.R.Cv.P. Demand. In this space enter the actual
dollar amount being demanded or indicate other demand, such as a preliminary injunction Jury Demand. Check the appropriate box to indicate whether or not a jury is
being demanded.

IX. Related Cases. This section of the JS 44 is used to reference related pending cases, if any. If there are related pending cases, insert the docket numbers and the
corresponding judge names for such cases.

X. Refiling Information. Place an "X" in the Yes box if the case is being refiled or if it is a remanded case, and indicate the case number and name of judge. If this
case is not being refiled or has not been remanded, place an "X" in the No box.

Date and Attorney Signature. Date and sign the civil cover sheet.
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