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Plaintiff Securities and Exchange Commission (*‘Commission’) alleges

against defendants Willham M. Baker, Laurence D. Cohen, Frank D. Edwards, Curtis W. Howes,

and Mark A. Tatkow:

SUMMARY
L. This enforcement action involves material overstatements of revenue and income
by Robotic Vision Systems, Inc. (“Robotic™), a publicly-traded technology company then
headquartered in Canton, Massachusetts, in two public filings with the Commission in 2000. On
May 21, 2001, after an internal investigation, Robotic filed an amended annual report with the
Commission which revealed that, for fiscal year 2000 (ended September 30), the company had

overstated its revenue by 2.1% ($4.74 million) and its net income by 13.5% ($1.45 million). The
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restatement also revealed that, for the third fiscal quarter of 2000 (ended June 30), Robotic had
overstated its revenue by 3.4% ($2.1 million} and its net income by 9.7% ($517,000).

2. The restatement of Robotic’s financial results for 2000 was necessitated by the
discovery of improper recognition of revenue at the company’s Acuity CiMatrix (“ACIM”™)
division. Between December 1999 and September 2000, ACIM negotiated numerous purported
sales lo its distributors which contained non-standard terms that deferred, conditioned or even
negated the distributors’ obligation to pay for the ACIM products. For example, the distributors
often had no obligation to pay ACIM until they had sold the products to their own customers.
Sometimes, the distributors received an absolute right to return the products to ACIM if they
were unable to sell them (a right which the distributors frequently exercised). In other instances,
the distributors took possession of the products with explicit instructions to deliver them to a
designated end user who would actually pay ACIM, and the distributors received a “handling
fee” or other credit in exchange for their agreement to take the products on an interim basis.

Even though the distributors” obligation to pay ACIM was deferred, contingent or even non-
existent (as in those deals where payment was to come from the designated end user), ACIM
recognized revenue on the purported sales as soon as the product was shipped from its warchouse
to the distributors. This premature recognition of revenue constituted a failure to comply with
generally accepted accounting principles (“GAAP”).

3. Most of the non-standard deals were negotiated or approved by defendant Tatkow
(Robotic’s Senior Vice President of Worldwide Sales), who pressured his sales staff to induce
ACIM’s distributors to place such orders at the end of each quarter so that ACIM could meet its

sales and revenue targets. The deals went undetected for months because ACIM’s poor internal
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controls provided Tatkow with authority to negotiate and approve deals with non-standard terms,
and because ACIM’s poor internal record-keeping failed to ensure that the non-standard terms
were recorded in the company’s computer system. The number of non-standard deals increased
sharply during the third fiscal quarter of 2000 (ended June 30), coinciding with heightened
pressure on ACIM to meet revenue expectations. As a result, Robotic’s results for the third fiscal
quarter, which were contained in a quarterly report to the Commission on Form 10-Q filed on
August 12, 2000, were materially overstated. The improper deals continued in the fourth fiscal
quarter of 2000 (ended September 30), including one transaction in which defendant Baker, the
General Manager of ACIM’s 2D unit, agreed with one of ACIM’s distributors that the
distributor’s right to return the products would be omitted from the face of its purchase order so
that Robotic could improperly book revenue from the transaction.

4. Prior to September 2000, defendant Edwards (Robotic’s Chief Financial Officer),
defendant Cohen (Robotic’s Corporate Controller), and defendant Howes (ACIM’s Acting
President) had become aware that some distributors were refusing to pay for ACIM products
until they had sold the products to their own customers. After September 2000, ACIM’s
controller repeatedly informed Edwards, Cohen, Howes and Tatkow that certain ACIM deals
contained non-standard terms that deferred, conditioned or eliminated the distributors’ obligation
to pay ACIM. In November 2000, after the fiscal year had ended but before Robotic filed its
annual report to the Commission on Form 10-K, Edwards, Cohen, Howes and Tatkow continued
to discuss the ACIM deals with non-standard terms, and they all knew or were reckless in not
knowing that the recognition of revenue from such deals had been improper. Nevertheless, they

did not correct the improper revenue recognition, nor did they inform Robotic’s Board of
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Directors, Audit Committee, or outside auditors of what they had learned. In fact, Edwards and
Cohen failed to disclose to the auditors the presence of contingent sales to distributors.

5. Through the activities alleged in this Complaint (and as set forth more fully
below), the defendants violated numerous provisions of the federal securities laws: (a) Baker
violated Section 13(b)(5) of the Securities Exchange Act of 1934 (“Exchange Act”) and Rule
13b2-1 thereunder, and he also aided and abetted Robotic’s uncharged violations of Sections
10(b), 13(a), 13(b}(2)(A) and 13(b)(2}B) of the Exchange Act and Rules 10b-5, 12b-20, 13a-1
and 13a-13 thereunder; (b) Cohen violated Section 10(b) of the Exchange Act and Rule 10b-5 or,
in the alternative, aided and abetted Robotic’s uncharged violations of Section 10(b) and Rule
10b-5, and he also violated 13(b)(5) of the Exchange Act and Rules 10b-5, 13b2-1 and 13b2-2
and aided and abetted Robotic’s uncharged violations of Section 13(a), 13(b)(2)(A) and
13(b}(2)(B) of the Exchange Act and Rules 12b-20, 13a-1 and 13a-13; (c) Edwards violated
Sections 10(b} and 13(b)(5) of the Exchange Act and Rules 10b-5, 13b2-1 and 13b2-2, and he
also aided and abetted Robotic’s uncharged violations of Section 13(a), 13(b)(2)(A) and
13(b}2)(B) of the Exchange Act and Rules 12b-20, 13a-1 and 13a-13; (d) Howes violated
Section 13(b)(5) of the Exchange Act and Rule 13b2-1, and he also aided and abetted Robotic’s
uncharged violations of Sections 10(b), 13(a), 13(b){2)(A) and 13(b)(2)(B) of the Exchange Act
and Rules 10b-5, 12b-20, 13a-1 and 13a-13; and (¢) Tatkow violated Section 13(b)(5) of the
Exchange Act and Rules 13b2-1 and 13b2-2, and he also aided and abetted Robotic’s uncharged
violations of Sections 10(b), 13(a), 13(b)}(2)(A) and 13(b)(2)(B) of the Exchange Act and Rules

10b-5, 12b-20, 13a-1 and 13a-13.
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6. Accordingly, the Commission seeks: (a) entry of a permanent injunction
prohibiting the defendants from further violations of the relevant provisions of the Exchange Act
and the rules thereunder; (b) disgorgement of performance bonuses paid to Howes, Tatkow and
Baker on the basis of the materially overstated revenue at ACIM, plus pre-judgment interest;

(c) imposition of a civil penalty against each defendant; and (iv) entry of an order barring

Edwards and Cohen from serving as an officer or director of a public company.

JURISDICTION

7. The Commission secks a permanent injunction and disgorgement of ill-gotten
gains pursuant to Section 21(d)(1) of the Exchange Act [15 U.S.C. §78u(d)}(1)]. The
Commuission seeks the imposition of civil monetary penalties pursuant to Section 21(d)(3) of the
Exchange Act [15 U.S.C. §78u(d)(3)]. The Commission seeks an officer and director bar
pursuant to Section 21(d)(2) of the Exchange Act [15 U.S.C. §78u(d)(2)].

8. This court has jurisdiction over this action pursuant to Sections 21 and 27 of the

Exchange Act {15 U.S.C. §§78u and 78aa].

ROBOTIC
0. Robotic is a Delaware corporation with its principal place of business in Nashua,
New Hampshire. During the period at issue in this Complaint, the corporate offices of Robotic,
as well as the offices of its ACIM division, were located in Canton, Massachusetts. The ACIM
division manufactures machine vision systems (i.e., computer systems that inspect the shapes,
colors, widths and heights of products and parts), lighting products, and bar code reading

systems. At all relevant times, Robotic’s commen stock was registered with the Commission
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pursuant to Section 12(g) of the Exchange Act [15 U.S.C. §781(g)] and was traded on the
NASDAQ National Market System. Pursuant to Section 13(a) of the Exchange Act [15 U.S.C.
§78m(a)] and Rules 13a-1 and 13a-13 thereunder [17 C.F.R. §§240.13a-1 and 240.13a-13],
Robotic was required to file with the Commission annual reports on Form 10-K and quarterly
reports on Form 10-Q. Pursuant to Rule 12b-20 [17 C.F.R. §240.12b-20], Robotic’s annual and
quarterly reports were required to contain such material information as necessary to make the
required statements, in the light of the circumstances under which they were made not
misleading. Pursuant to Regulation S-X [17 C.F.R. §210.1-01 ef seq.], Robotic’s annual reports

were required to contain audited financial statements prepared in conformity with GAAP.

DEFENDANTS

10. Baker, age 55, lives in Westboro, Massachusetts. He joined Robotic in 1995
when Robotic acquired his previous employer. From 1999 through most of 2001, he served as
General Manager of ACIM’s 2D unit. In June 2002, Robotic terminated his employment as part
of a series of corporate layoffs.

11. Cohen, age 40, lives in Norfolk, Massachusetts. He joined Robotic in June 1999
as Corporate Controller. He is a licensed CPA in Massachusetts. In April 2003, he left Robotic.

12. Edwards, age 50, lives in Holliston, Massachusetts. He joined Robotic in March
1999 as CFO. He is qualified as a “chartered accountant”, the Canadian equivalent of a certified
public accountant (“CPA”). He resigned as Robotic’s CFO in September 2001, approximately

four months after Robotic restated its financial results, but purportedly for unretated reasons.
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13. Howes, age 53, lives in Harvard, Massachusetts. He joined Robotic in May 1997
as Vice President of Automatic Identification. Between July 1999 and January 2001, he was the
Acting President of the ACIM division. Since January 2001, he has again held the position of
Vice President of Automatic Identification.

14. Tatkow, age 46, lives in Sudbury, Massachusetts. He joined Robotic in October
1997 as Vice President of Worldwide Sales. In February 2000, he was promoted to Senior Vice
President of Worldwide Sales. He remained in that position until July 2001, when Robotic

terminated his employment as a result of its internal investigation of this matter.

STATEMENT OF FACTS

Summary

15. During fiscal year 2000 (October 1, 1999 through September 30, 2000), Robotic’s
ACIM division improperly recorded revenue from approximately 36 purported sales to
distributors totaling approximately $4.73 million in order to meet its revenue and sales goals.
While the improperty recorded sales began in the first fiscal quarter (ended December 31, 1999),
the vast majority occurred in the second half of fiscal year 2000. During the third fiscal quarter
(ended June 30, 2000), Robotic improperly recorded revenue from eleven deals totaling $1.97
million. During the fourth fiscal quarter (ended September 30, 2000), Robotic improperly
recorded revenue from sixteen deals totaling $2.1 million.

16. Recognizing revenue from these transactions was contrary to generally accepted

accounting principles (“GAAP”) because, as set forth below, the purported sales contained non-
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standard terms whereby the distributor’s obligation to pay ACIM for the products was deferred,

contingent, or even non-existent.

Robotic’s Inadeguate Internal Controls

17. ACIM’s poor internal controls and record-keeping systems made the improper
accounting possible. Tatkow as Vice President and then Senior Vice President of Worldwide
Sales had certain authority to negotiate and approve discounts, extended payment periods, and
other non-standard terms. Although ACIM’s controller repeatedly demanded to be notified about
non-standard terms, Tatkow and the sales staff routinely failed to provide him with that
information. In addition, Tatkow had certain authority to authorize product returns. Because
product returns would result in the reversal of his (and his staff’s) sales commissions, he
frequently allowed return requests to remain unsigned on his desk for months, again postponing
the day when the non-standard terms might be discovered.

i8. Besides Tatkow's authority over sales and retumns, the improper accounting was
made possible by significant flaws in ACIM’s record-keeping system for processing orders.
When a purchase order was received, ACIM’s customer service department was supposed to
enter all the terms, including non-standard ones, into ACIM’s computer system. As a result, any
non-standard terms were supposed to appear on the computer system when the order was
acknowledged and when the order was invoiced. In reality, however, the customer service
department sometimes failed to enter the non-standard terms into the computer system, with the
result that many acknowledgments and invoices were issued without any indication that the

distributor’s obligation to pay was actually deferred or contingent.
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19. As a result of these inadequate internal controls and record-keeping processes,
ACIM’s controller and collections manager often learned about non-standard terms only when
they were making collection calls to the distributors. By that point, of course, the revenue
recognized from these transactions had already been on the books of ACIM (and thus Robotic)

for several months.

Non-Standard Deals Early in Fiscal Year 2000

20. On December 15, 1999, a distributor in New Jersey ordered ACIM products worth
more than $310,000. The purchase order stated, “If products cannot be sold within 90 days they
can be returned (except [name of end user] if we secure blanket order).” Tatkow notified Cohen
and Howes on Decemberl7 that the order was for “general stocking needs” and that ACTM
would “be paid within 30 days of when these units ship to their end users.” On December 21,
1999, ACIM issued an order acknowledgment to the distributor confirming the right of return:
“If product cannot be sold within 90 days they can be returned.”

21. On March 16, 2000, ACIM’s controller sent an e-mail 1o Cohen, Howes and
Tatkow entitled “Questionable Revenue”. The controller stated, “Now that the quarter-end full
court press is on again to make quarterly revenue projections [ have some serious concerns about
the wheeling and dealing that is going on.” He explained that he had “recently discovered that
$375k of revenue that was booked and shipped to [the New Jersey distributor] in Dec. & Feb. is
really a consignment shipment (collection terms based on their customer ship dates).” He
continued, “Larry [Cohen] tells me that this is a clear violation of accounting rules for revenue

recognition.” The next day, Cohen forwarded the controller’s e-mail to Edwards and added his
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own comment: “FYI - [the New Jersey distributor] shipments look like we may have an issue,
unless terms are agreed to.” Tatkow then defused the controversy by assuring Edwards and
Cohen that the New Jersey deal was not on consignment.

22. Robotic’s second fiscal quarter ended on March 31, 2000. Just before the close of
the quarter, Tatkow induced several distributors to order ACIM products by offering to defer
their obligation to pay for the products.

23. On March 28, 2000, a distributor in Wisconsin ordered ACIM products worth
more than $115,000 after receiving a letter dated March 27, 2000 from Tatkow offering to
postpone the distributor’s obligation to pay until it sold the products to an end user: “As these
systems are shipped to [the distributor’s] end customers, payment to [Robotic] would be 30 days
from the date these units are delivered to the end customer, not to exceed 90 days ARQ [after
receipt of order].” Tatkow also thanked the distributor “for your consideration toward helping us
achieve our quarterly revenue objectives.” ACIM’s invoice noted that the payment terms were
“per conditions set forth in letter from Mark Tatkow dated March 27, 2000.” (The distributor
returned most of the products in early 2001 for credit.)

24. On March 30, 2000, a distributor in Michigan ordered ACIM products worth more
than $150,000 after receiving an e-mail dated March 29, 2000 from Tatkow offering a full right
to return any product that remained unsold after 120 days. (The distributor returned the entire
order in early 2001 for credit.)

25. On March 31, 2000, a second distributor in Michigan placed two orders for ACIM
products. One order concemed products worth more than $75,000 which the distributor agreed

to ship to a designated end user in exchange for a 5% handling fee. The other order concemed

10
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products worth more than $100,000 for which the distributor was not required to pay until it sold
the product to end users. (The distributor returned a portion of the order in December 2000 for

credit.)

The June 2000 Campaign to Sell MXi Readers

26. On May 31, 2000, Howes as Acting President of ACIM sent an “urgent” e-mail to
senior ACIM management, including Tatkow and Baker, concerning the neced to generate an
additional $1.6 million in revenue by the end of the quarter (June 30). He wrote:

We currently have $13.4M as our expected or forecasted revenue for
the quarter. That 1s not good enough. We have to pull out all the
stops. We need to get creative. We need to find a way to generate an
additional $1.6M of revenue ...
Howes suggested that one way to generate the additional revenue was through a campaign to
promote sales of a new ACIM product, the MXi Hand Held Imager (“MXi"):
Here’s one 1dea - we will have close to 600 MXi’s that we can ship for
revenue this quarter, some of them are forecasted and some are not ...
We have relationships with distributors, systems integrators that we
can go and ask for orders. We can cut some deals, bul we also need to
make some margin on the products.

27. During June 2000, ACIM’s sales staff, under the supervision of Howes and
Tatkow, arranged for three companies to act as regional distributors of the MXi. Each distributor
agreed to receive 250 MXi’s for a total price of $525,000. Payment was ostensibly due within
ninety days, but in fact, the distributors were told that after ninety days, they could either return
the MXi’s without penalty or, with ACIM’s consent, extend the payment period.

28. Detendant Baker personally negotiated the MXi transaction with the western

regional distributor in Washington. He sent the distributor an e-mail offering the same terms

11
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made available to the other distributors who were going to purchase MXi’s. He also proposed
that if the distributor could not store all 250 MXi’s in its warehouse, it could choose to “ship in
place”, meaning that ACIM would retain some of the MXi’s at its facility until the distributor had
room for them. The distributor accepted Baker’s proposal, taking 100 MXi’s at once while
deferring shipment of the other 150 units until later.

29, Just before the third fiscal quarter ended on June 30, 2000, ACIM invoiced these
three MXi deals, thereby generating $1,575,000 in revenue on Robotic’s books. Although ACIM
recorded revenue from the deals, none of the distributors paid for the MXi’s during the ninety-
day period. Instead, the distributors extended the payment terms, the MXi’s remained unsold for

months, and two of the distributors eventuatly returned many of the MXi’s for credit.

Additional Non-Standard Deals in June 2000

30.  Besides the campaign to secure orders for MXi’s by offering extended payment
terms and a free right of return, the ACIM sales staft negotiated other deals with similarly
generous non-standard terms before the third fiscal quarter ended on June 30, 2000.

31. On June 22, 2000, the New Jersey distributor ordered ACIM products worth
almost $50,000 with a full right of return. Both the purchase order and ACIM’s acknowledgment
explicitly mentioned the right of return. (In November 2000, the distributor returned many of the
items for credit.)

32. On June 27, 2000, a distributor in Korea ordered ACIM products worth more than

$335,000 for delivery to an end user in Singapore. The purchase order made clear that the

12
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distributor was not required to pay until it had received payment from the end user. (The
distributor received credits for the items in the fail of 2000 and the spring of 2001.)

33. On June 28, 2000, a distributor in Quebec ordered ACIM products worth more
than $100,000 after receiving an e-mail dated June 22, 2000 from an ACIM sales representative
and an e-mail dated June 28, 2000 from ACIM’s eastern regional sales manager, both of which
offered to delay shipment until the distributor received an order from its customer and also
offered a full right of return if the order was never received. (The distributor returned the entire
order in December 2000 for credit.)

34. On June 29, 2000, a distributor in Michigan placed several orders for ACIM
products worth more than $250,000 after receiving an e-mail dated June 28, 2000 from ACIM’s
central regional sales manager providing “details on four orders we would like you to place for
immediate shipment.” The e-mail also stated, “We need these placed ASAP so they can be
shipped this week” (i.e., before the end of the quarter). To induce the distributor to agree, the
sales manager offered to defer the distributor’s obligation to pay until it received orders from its

customers and also offered the distributor a 5% handling fee for having placed the orders at

ACIM’s request.

Edwards, Cohen and Howes Learn about
Non-Standard Deals in late July 2000

35. In early July 2000, ACIM’s controller and collections manager began to
investigate the recent MXi deals, in part because they had concerns that the MXi’s had
mechanical flaws and were not ready for shipment. They learned that the MXi’s had already

been shipped and, more importantly, that each of the purported MXi sales both deferred the
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distributor’s obligation to pay ACIM until it had sold the products to its end users and allowed
the distributor to return unsold products after ninety days.

36.  OnJuly 26, 2000, ACIM’s controller informed Cohen by e-mail that he had only
recently learned about the “ship in place” (also referred to as “bill and hold”) component of the
MZXi transaction with the Washington distributor. Under ACIM’s procedures, the controller was
supposed to be informed of any “bill and hold” transactions, and all such transactions were to be
disclosed to Robotic’s outside auditors at the end of each quarter. The controller also observed,
“Another looming issue we face in 4Q) is the movement of MXi’s out of the distribution pipeline.
If this doesn’t happen we are faced with the possible return of units already in the pipeline.”

37. On July 27, 2000, Cohen notified Tatkow and Baker by e-mail that he had been
disturbed to learn on July 26 about the “bill and hold” deal with the Washington distributor,
especiaily because he and Edwards had “never reviewed the paperwork to validate that it was a
proper transaction.”

38. Later on July 27, 2000, Cohen met with Tatkow, ACIM’s controller, and ACIM’s
collections manager to discuss ACIM’s largest accounts receivable. During the meeting, the
collections manager indicated that some of the accounts receivable reflected distributors who
claimed that they had a full right of return and did not have to pay ACIM until they had sold the
products to end users. After the meeting, the collection manager sent to Cohen a table listing
ACIM’s largest accounts receivable. The list identified nearly $5 million due from ten
distributors and other customers. (As set forth below, the collections manager prepared similar

lists in the fall of 2000, and the lists became known within Robotic as “top 10 lists™.)

14
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39. On July 28, 2000, Cohen sent an e-mail to Edwards, Howes, Tatkow and others
entitled “Collection opportunities/issues at ACIM.” He noted that ACIM’s controller and
collections manager were creating a list of outstanding accounts receivable, including “customers
(mostly in distribution) unable/unwilling to pay until they turn over the product.”

40. Later on July 28, 2000, Cohen sent an e-mail to Howes about the MXi deal with
the Washington distributor. Cohen stated, “The more I hear into [sic] this one, the more it looks
like it is a revenue problem.”

41. On July 31, 2000, Cohen sent an e-mail to Edwards and Howes reporting on his
conversation with a member of Robotic’s Board of Directors in which the Board member stated
that he had heard that ACIM had shipped MXi’s to the Washington distributor with a 90-day
right of return and that he was concerned that recogmzing revenue from the transaction have
been improper. Cohen stated in the e-mail, “I told him I was looking into that very same issue
with you.”

Robotic’s Materially Misleading Results
for the Quarter Ended June 30, 2000

42. During the third fiscal quarter (ended June 30, 2000), ACIM generated
approximately $1.97 million in purported sales, including $1,575,000 in deals for the new MXi’s
and the other deals set forth above, by offering non-standard terms that deferred, conditioned or
eliminated the distributor’s obligation to pay. Even though the distributor had no immediate
obligation to pay, ACIM recognized revenue on each of these deals as soon as the products left

the ACIM warehouse.

15
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43. By the end of July 2000, as set forth above, defendants knew or were reckless in
not knowing that ACIM had entered into at least one deal (the MXi deal with the Washington
distributor) in which revenue recognition might not have been justified because the distributor
had received a full right of return, and that ACIM had extended the same terms to the other two
distributors who had agreed to take MXi’s at the end of June 2000. Nevertheless, defendants did
not correct the improper accounting and did not notify Robotic’s Board of Directors, Audit
Committee, or outside auditors about the revenue recognition problem.

44. On August 12, 2000, Robotic filed a quarterly report to the Commission on
Form 10-Q. The Form 10-Q, which was signed by Edwards as CFOQ, reported that, for the third
fiscal quarter (ended June 30}, Robotic’s revenues were approximately $63.3 million and its net
income was approximately $5.8 million. These quarterly results were materially misleading
because they included the revenue which had been recognized on the non-standard ACIM deals
described above.

Additional Non-Standard Deals before the
Fiscal Year Ended on September 30, 2000

45. On September 7, 2000, ACIM’s controlier sent an e-mail to Edwards and Cohen
informing them that he had asked his staff to flag all orders with terms longer than sixty days.
He added, “In the past we have given terms of net XX days after the product has been sold.
These terms are no longer acceptable.” Nevertheless, in late August and throughout September
2000, the ACIM sales staff acting under Tatkow’s supervision continued to enter into deals with

non-standard terms that effectively deferred or eliminated the distributor’s obligation to pay.

16
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Further, Tatkow and the sales staff continued to withhold information about the non-standard
terms from ACIM’s controller.

46. On August 29, 2000, a distributor in Michigan placed two orders for ACIM
products, each worth more than $21,000. In each instance, both the purchase order and ACIM’s
order acknowledgment explicitly stated that the products were on a 60-day consignment to a
specified end user. In addition, both ACIM invoices stated that the distributor had a full nght of
return.

47. On September 6, 2000, the Washington distributor ordered ACIM products worth
$125,000 after receiving an e-mail dated September 2, 2000 from Baker in which he offered
“almost” the same terms as the distributor had received for the MXi order in June (i.e., payment
deferred until ninety days after sale to an end user and a full right to return vnsold items). Baker
explained:

The “almost” part of what  am referring to is that in your p.o.

[purchase order] to us you cannot state that you have the right

to return the product at no cost at any time. When you do that

we can’t book the order as revenue. You and I agree that is

what we can do and you now have this e-mail to hold and

confirm that action in the future if you need to. Please make

sure that it does not say that on the order.
The distributor accepted Baker’s proposal, and its purchase order omitted any reference to the
right of return. On September 15, 2000, Baker copied Howes on an e-mail to the distnibutor
confirming that it had a full right to return the product covered by this order.

48. On September 13, 2000, a distributor in Louisiana ordered ACIM products worth

more than $195,000 with a full right of return. ACIM’s order acknowledgment and invoice both

17
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explicitly mentioned the right of return. (The distributor returned the entire order in early 2001
for credit.)

49. On September 18, 2000, the New Jersey distributor ordered ACIM products worth
more than $240,000 with a full right of return. The purchase order explicitly mentioned the right
of return.

50. On September 20, 2000, the same distributor placed several orders for a variety of
ACIM products worth a total of nearly $230,000 in response to an e-mail dated September 19,
2000 from ACIM’s central regional sales manager offering a full right of return plus a 5%
handling fee: “In all cases the terms will be 60 days and should the customers fail to place their
orders you may return the equipment without a restocking penalty. Upon customer placement of
the respective orders you will be given shipping instructions and receive a credit on your account
of 5% more than the value of the individual order you placed with us for the shipment.” (The
distributor returned many of the items in late 2000 for credit.)

51. On September 26, 2000, a distributor in Michigan ordered ACIM products worth
more than $53,000 with a full right of return as offered by ACIM’s central regional sales
manager. The ACIM order acknowledgment and invoice explicitly mentioned the right of return.

52. On September 28, 2000, the New Jersey distributor ordered ACIM products worth
more than $344,000. The order consisted of products which ACIM had intended to ship to an
end user in New York, but the end user was not ready to submit its purchase order before the
quarter was to end on September 30, 2000. To get an order on ACIM’s books before the end of
the quarter, the ACIM sales staff arranged for the New Jersey distributor to place the order. The

distributor received a full right to return the product if the end user never placed its order, and the
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distributor was also given a 3% handling fee. (The end user eventually placed its order in
November 2000, and the distributor received credit.)

53.  On September 29, 2000, a second distributor in Michigan ordered ACIM products
worth more than $60,000 with a full right of return as promised by Tatkow and ACIM’s central
regional sales manager. The purchase order explicitly mentioned the night of return.

54. Altogether, during the fourth fiscal quarter of 2000 (ended September 30),
Robotic improperly recorded revenue from sixteen deals totaling $2.1 million in which, as in the
deals described above, the distributor’s obligation to pay was deferred, contingent, or even non-
existent.

Edwards, Cohen and Howes l.earn about
Non-Standard Deals in October and November 2000

55. On September 28, 2000, Cohen circulated to Edwards, Howes and many others a
written revenue recognition policy for Robotic. The policy, which did not change the unwritten
policy previously in place, explicitly stated that Robotic would recognize revenue upon shipment
only if collection were “reasonably assured” and not when the customer “has the right to return
the product” or when the customer’s payment “is contingent on the resale of the product.”

56. Edwards told Howes and senior ACIM management to adhere to the written
revenue recognition policy. Nevertheless, ACIM recognized revenue from non-standard deals
negotiated in August and September 2000 even though such accounting treatment was
inconsistent with both the new written policy and the prior unwritten policy.

57. On October 12, 2000, ACIM’s collections manager prepared a revised “top 10

list” of the largest accounts receivable. The list, attached to an email sent to Cohen and to
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ACIM’s controller, identified more than $6.5 million due from fifteen distributors and customers.
For the first time, the list included comments identifying reasons for non-payment. Many of the
comments disclosed the deferred or contingent nature of the distributor’s obligation to pay. For
example, the list stated that the New Jersey distributor owed more than $1.5 million for which
the terms were “net 90 days — net 30 days after sold”. A similar comment (“net 90 days after
sale”) appeared for several other receivables, including the $651,000 due from the Washington
distributor and the $800,000 due from one of the Michigan distributors. The note for the other
Michigan distributor, which owed $551,000, stated, “Hold and ship when we secure P/O.” The
note for another distributor, which owed $239,000, stated, “Net 30 days after securing P/O from
their customer.” The note for the Louisiana distributor, which owed $197,000, stated, “Holding
product for third party.” As a result of these comments, anyone reviewing the October 12, 2000
version of the “top 10 list” was on notice that the distributors may have received non-standard
terms that deferred or eliminated their obligation to pay.

58. During October and November 2000, Edwards and Cohen had discussions
concerning the prospects for collecting ACIM’s receivables with ACIM’s controller and
collections manager. The controller and collections manager discussed the non-standard terms
identified on the *“top ten list.”

59. On November 2, 2000, ACIM’s collections manager circulated a revised “top 10
list” which identified more than $6.1 million due from eighteen distributors and customers. The
list contained virtually the same comments about the deferred or contingent nature of many

receivables that had appeared on the October 12, 2000 version of the list.
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60. On November 29, 2000, ACIM’s controller circulated yet another “top 10 list”
which identified nearly $8 million due from nineteen distributors and customers. The list
contained virtually the same comments about deferred or contingent obligations that had
appeared on the October 10 and November 2 versions of the list. Edwards discussed ACIM’s
receivables with ACIM senior management, including Howes and Tatkow, as well as ACIM’s
controller and collections manager. The controller and collections manager explained the
comments about each receivable on the “top 10 list.”

61. On November 30, 2000, Tatkow sent an e-mail to his sales managers asking them
to compile further information about ACIM’s receivables. Reflecting his awareness of the deals
with non-standard terms were not real sales, he instructed them, “Break down each ‘bucket,’
explaining what 1s a legitimate receivable and what is a ‘channel stuffing’ order, unlikely to get

paid for some time.”

Edwards’ and Cohen’s Dealings with Robotic’s Outside Auditors

62.  Edwards as Robotic’s CFO and Cohen as its Controller had substantial
involvement with the company’s outside auditors. By at least October 2000, both Edwards and
Cohen knew or were reckless in not knowing, through the e-mails and meetings discussed above,
through conversations with ACIM’s controller and collections manager, and through the “top 10
lists” of ACIM’s outstanding receivables, that many distributors were responding to ACIM’s
pressure for payment by claiming to have received non-standard terms that deferred or even

climinated their obligation to pay ACIM. As a result, both Edwards and Cohen knew or were

reckless in not knowing that recognizing revenue from these non-standard deals was inconsistent
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with Robotic’s revenue recognition policy and with GAAP, and yet failed to disclose such
matters to Robotic’s outside auditors.

63.  In addition, Edwards and Cohen both signed Robotic’s management
representation letter to the auditors for the fiscal year 2000. The letter, which was dated
November 1, 2000, stated that Robotic had “fully disclosed [to the auditors] all sale terms,
including all rights to return or price adjustments and all warranty provisions.”

Robotic’s Materially Misleading Annual Report
for the Fiscal Year 2000 (Ended September 30, 2000)

04. On November 2, 2000, Robotic announced record revenues for the fiscal year
ended September 30, 2000 of $227.9 million, net income of $12.1 million, and earnings per share
of $0.31.

65. On December 28, 2000, Robotic filed its annual report to the Commission on
Form 10-K. The Form 10-K, which was signed by Edwards as CFQ, reported the same revenue,
income and earnings figures as the November 2, 2000 announcement.

60. The financial results announced on November 2, 2000 and included in the annual
report filed on December 28, 2000 were materially misleading because they included the revenue

which had been improperly recognized on the non-standard deals described above.

Robotic’s Restatement of its Fiscal Year 2000 Results

67.  Inlate January 2001, Robotic’s outside auditor partner discovered that the
confirmation from one of the Michigan distributors included several side letters, one of which

identified the distributor’s right to return the 250 MXi’s ordered in June 2000.
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68.  Beginning in early February 2001, Robotic’s senior management and the outside
auditors conducted an mternal investigation which revealed the large number of non-standard
deals with ACIM’s distributors.

69. On May 15, 2001, Robotic announced its intention to restate its financial results
for the third fiscal quarter of 2000 and for the fiscal year 2000. As a result of the restatement,
Robotic reduced its third quarter revenue to $61.2 million and its net income to $5.3 million, thus
disclosing that it had overstated its third quarter revenues by 3.4% ($2.1 million) and its net
income by 9.7% ($517,000). Similarly, Robotic reduced its annual revenue to $223.1 million, its
net income to $10.7 million, and its earnings per share to $0.27, thus disclosing that it had
overstated its annual revenues by 2.1% ($4.74 million) and its net income by 13.5% ($1.45
million).

FIRST CLAIM FOR RELIEF
(Violation of Section 10(b) of the Exchange Act and Rule 10b-5 by Edwards)

70. The Commission repeats and incorporates by reference the allegations in
paragraphs 1-69 of the Complaint as if set forth fully herein.

71. Robotic filed a materially misleading Form 10-Q for the third fiscal quarter of
2000 and a materially misleading Form 10-K for the fiscal year 2000. Edwards as Robotic’s
CFO signed both of the materially misleading filings with the Commission. As set forth above,
he knew or was reckless in not knowing that these filings were materially misleading.

72. By reason of the foregoing, Edwards, directly or indirectly, acting intentionally,
knowingly or recklessly, by use of the means or instrumentalities of interstate commerce or of the

mails, in connection with the purchase or sale of securities: (a) employed devices, schemes or
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artifices to defraud; (b) made untrue statements of material fact or omitted to state a material fact
necessary 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 which operated as a
fraud or deceit upon certain persons, including purchasers or sellers of Robotic’s securities.

73. As aresult, Edwards violated Section 10(b) of the Exchange Act [15 U.S.C.
§78j(b)] and Rule 10b-5 thereunder [17 C.F.R. §240.10b-5], and his violations involved fraud,
deceit, or deliberate or reckless disregard of regulatory requirements and resulted in substantial
losses or significant risk of substantial losses to other persons, within the meaning of Section
21(d)(3) of the Exchange Act [15 U.S.C. §78u(d)(3)].

SECOND CLAIM FOR RELIEF
(Violation of Section 10(b) of the Exchange Act and Rule 10b-5 or,

in the alternative, Aiding and Abetting Robotic’s Violation of
Section 10{b) of the Exchange Act and Rule 10 b-5, by Cohen)

74. The Commission repeats and incorporates by reference the allegations in
paragraphs 1-73 of the Complaint as if set forth fully herein.

75.  Robotic filed a materially misleading Form 10-Q for the third fiscal quarter of
2000 and a materially misleading Form 10-K for the fiscal year 2000. Cohen as Robotic’s
Controller was responsible for consolidating the financial information from the company’s
divisions and consolidating that information into the company’s filings with the Commission.
As set forth above, he knew or was reckless in not knowing that Robotic’s Form 10-Q for the
third fiscal quarter of 2000 and its Form 10-K for the fiscal year 2000 were materially

misleading.
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76. By reason of the foregoing, Cohen, directly or indirectly, acting intentionally,
knowingly or recklessly, by use of the means or instrumentalities of interstate commerce or of the
mails, in connection with the purchase or sale of securities: (a) employed devices, schemes or
artifices to defraud; (b) made untrue statements of material fact or omitted to state a material fact
necessary 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 which operated as a
fraud or deceit upon certain persons, including purchasers or sellers of Robotic’s securities. In
the alternative, Cohen provided knowing and substantial assistance to Robotic’s materially
misleading public filings, and he knew or was reckless in not knowing that the improper revenue
recognition at ACIM would render Robotic’s public filings materially misleading.

77. Asaresult, Cohen violated Section 10(b) of the Exchange Act [15 U.S.C. §78j(b)]
and Rule 10b-5 thereunder [17 C.F.R. §240.10b-5], and his violation involved fraud, deceit, or
deliberate or reckless disregard of regulatory requirements and resulted in substantial losses or
significant risk of substantial losses to other persons, within the meaning of Section 21(d)(3) of
the Exchange Act [15 U.S.C. §78u(d)(3}]. In the alternative, Cohen aided and abetted Robotic’s
violations of Section 10(b) of the Exchange Act and Rule 10b-5.

THIRD CLLAIM FOR RELIEF

(Aiding and Abetting Robotic’s Violations of Section 10(b)
of the Exchange Act and Rule 10b-5 by Howes, Tatkow and Baker)

78. The Commission repeats and incorporates by reference the allegations in

paragraphs 1-77 of the Complaint as if set forth fully herein.
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79. Robotic filed a materially misleading Form 10-Q for the third fiscal quarter of
2000 and a materially misleading Form 10-K for the fiscal year 2000. As a result, Robotic
violated Section 10(b) of the Exchange Act {15 U.S.C. §78)(b)] and Rule 10b-5 thereunder [17
C.F.R. §240.10b-5].

80.  Howes was ACIM’s Acting President. As set forth above, he knew or was
reckless in not knowing that ACIM had improperly recognized revenue from purported sales in
which distributors had received non-standard terms that deferred or eliminated their obligation to
pay.

81. Tatkow was ACIM’s Senior Vice President of Worldwide Sales. He had the
power to approve non-standard terms and to authorize product returns at ACIM. As set forth
above, he knew or was reckless in not knowing that ACIM had improperly recognized revenue
from purported sales in which the distributors had recetved non-standard terms that deferred or
eliminated their obligation to pay.

82. Baker was the General Manager of ACIM’s 2D unit during the relevant period.
As set forth above, he negotiated two deals with the Washington distributor which provided the
distributor with a full right of return. In connection with the second deal, he specifically asked
the distributor in an e-mail dated September 2, 2000 to omit any reference to the right of return
from its purchase order so that ACIM (and thus Robotic) would be able to recognize revenue
from the transaction.

83. By reason of the foregoing, Howes, Tatkow, and Baker each provided knowing

and substantial assistance to Robotic’s filing of materially misleading reports to the Commission.

26



Case 1:04-cv-12444-DPW Document 1-2 Filed 11/18/04 Page 7 of 15

84. As aresult, Howes, Tatkow and Baker each aided and abetted Robotic’s
violations of Section 10(b) of the Exchange Act and Rule 10b-5.
FOURTH CLAIM FOR RELIEF

(Violation of Section 13(b)(5) of the Exchange Act
and Rule 13b2-1 by All Defendants)

85. The Commission repeats and incorporates by reference the allegations in
paragraphs 1-84 of the Complaint as if set forth fully herein.

86. Edwards as Robotic’s CFO was generally responsible for ensuring that the
company had adequate internal controls. As set forth above, he knew, or was reckless in not
knowing, that Tatkow had the power to approve non-standard terms and to authorize product
returns at ACIM, and by permitting Tatkow to have such authority, he eliminated the segregation
of duties, a principle that is fundamental to proper internal controls. For most of the fiscal year
2000, he failed to ensure that Robotic had in place a written revenue recognition policy (with the
exception of its bill and hold policy). During this period, he was alerted to improper revenue
recognition at ACIM which he knew or was reckless in not knowing resulted in inaccurate books
and records. Nevertheless, he failed to ensure that the inaccurate books and records were
corrected.

87. Cohen as Robotic’s Controller was specifically responsible for ensuring the
adequacy of the internal accounting controls at the company’s divisions. As set forth above, he
knew that Tatkow had the power to approve non-standard terms and to authorize product returns
at ACIM, and by permitting Tatkow to have such authority, he eliminated the segregation of

duties, a principle fundamental to proper internal controls. For most of the fiscal year 2000, he
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failed to ensure that Robotic had in place a written revenue recognition policy (with the
exception of its bill and hold policy). During this period, he was alerted to improper revenue
recognition at ACIM which he knew or was reckless in not knowing resulted in inaccurate books
and records. Nevertheless, he failed to ensure that the inaccurate books and records were
corrected.

88. Howes was ACIM’s Acting President. As set forth above, he knew that Tatkow
had the power to approve non-standard terms and to authorize product returns at ACIM, and by
permitting Tatkow to have such authority, he eliminated the segregation of duties, a principle
fundamental to proper internal controls. During this period, he was alerted to improper revenue
recognition at ACIM which he knew or was reckiess in not knowing resulted in inaccurate books
and records. Nevertheless, he failed to ensure that the inaccurate books and records were
corrected.

89. Tatkow as ACIM’s Senior Vice President of Worldwide Sales had certain
authority by superiors to approve non-standard terms and to authorize product returns at ACIM.
As set forth above, he knew or was reckless in not knowing that ACIM’s controller was not
being informed about the non-standard terms that he had negotiated or approved. Beginning as
carly as December 1999, and especially during the period from late July through November 2000,
he was alerted to improper revenue recognition at ACIM which he knew or was reckless in not
knowing resulted in inaccurate books and records. Nevertheless, he failed to ensure that the
inaccurate books and records were corrected.

90.  Baker was the General Manager of ACIM’s 2D unit during the relevant period.

As set forth above, he negotiated two deals with the Washington distributor which provided the
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distributor with a full right of return. When negotiating the second deal, he specifically asked the
distributor to omit any reference to the right of return from its purchase order so that ACIM (and
thus Robotic) would be able to recognize revenue from the transaction.

91. By reason of the foregoing, Edwards, Cohen, Howes, Tatkow and Baker
knowingly circumvented Robotic’s system of internal accounting controls and, directly or
indirectly, falsified or caused to be falsified Robotic’s books, records and accounts.

92. As aresult, Edwards, Cohen, Howes, Tatkow and Baker violated Section 13(b)(5)
of the Exchange Act [15 U.S.C. §78m(b)(5)] and Rule 13b2-1 thereunder [17 C.F.R. §240.13b2-
1], and their violations involved fraud, deceit, or deliberate or reckless disregard of regulatory
requirements and resulted in substantial losses or significant risk of substantial fosses to other
persons, within the meaning of Section 21{d}(3) of the Exchange Act [15 U.S.C. §78u(d)(3)].

FIFTH CLAIM FOR RELIEF

(Violation of Exchange Act Rule 13b2-2
by Edwards, Cohen and Tatkow)

93. The Commission repeats and incorporates by reference the allegations in
paragraphs 1-92 of the Complaint as if set forth fully herein.

94. Edwards was Robotic’s CFO and Cohen was its Controller. In connection with
the fiscal year 2000 audit, they signed a management representation letter dated November 1,
2000 stating that Robotic had “fully disclosed [to the auditors] all sale terms, including all rights
to return or price adjustments and all warranty provisions.”

95. Tatkow was ACIM’s Senior Vice President of Worldwide Sales. As set forth

above, he had certain authority to approve non-standard terms and to authorize product returns at
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ACIM. He knew or was reckless in not knowing that ACIM’s controlier was not being informed
about the non-standard terms that he had negotiated or approved.

96. By reason of the foregoing, Edwards, Cohen and Tatkow violated Rule 13b2-2
promulgated under the Exchange Act [17 C.F.R. §240.13b2-2], which provides that no director
or officer of an issuer shall, directly or indirectly, make or cause to be made a materially false or
misleading statement, or omit to state, or cause another person to omit to state, any material fact
necessary m order to make statements made, in light of the circumstances under which such
statements were made, not misleading, to an accountant in connection with (I} an audit or
examination of the financial statements of an issuer required to be made or (ii) the preparation or
filing of a document or report required to be filed with the Commission.

97. As a result, their violations involved fraud, deceit, or deliberate or reckless
disregard of regulatory requirements and resulted in substantial losses or significant risk of
substantial losses to other persons, within the meaning of Section 21(d)(3) of the Exchange Act

[15T.S.C. §78u(d)(3)].

SIXTH CLAIM FOR RELIEF
(Aiding and Abetting Robotic’s Violations of Section 13(a) of the
Exchange Act and Rules 12b-20, 13a-1 and 13a-13 by All Defendants)

98. The Commission repeats and incorporates by reference the allegations in
paragraphs 1-97 of the Complaint as if set forth fully herein.

99. At all relevant times, Robotic was required by Section 13(a) of the Exchange Act
[15 U.S.C. §78m(a)] and Rules 12b-20, 13a-1 and 13a-13 thereunder [17 C.F.R. §§240.12b-20,

240.13a-1 and 240.13a-13] to file with the Commission annual reports on Form 10-K and

30



Case 1:04-cv-12444-DPW Document 1-2 Filed 11/18/04 Page 11 of 15

quarterly reports on Form 10-Q that contained such material information as necessary to make
the required statements, in the light of the circumstances under which they were made not
misleading,.

100.  As sct forth above, Robotic’s quarterly report to the Commission on Form 10-Q
for the third fiscal quarter of 2000 (ended June 30) and its annual report to the Commission on
Form 10-K for the fiscal year 2000 (ended September 30) materially misstated the company’s
financial results. As a result, Robotic violated Section 13(a} of the Exchange Act and Rules 12b-
20, 13a-1 and 13a-13.

101.  As set forth above, Edwards signed Robotic’s materially misleading Form 10-Q
and Form 10-K, while Cohen, Howes, Tatkow and Baker substantially participated in both
materially misleading public filings.

102, By reason of the foregoing, Edwards, Cohen, Howes, Tatkow and Baker provided
knowing and substantial assistance to Robotic’s filing of materially misleading financial reports.

103.  As aresult, Edwards, Cohen, Howes, Tatkow and Baker each aided and abetted
Robotic’s violations of Section 13(a) of the Exchange Act and Rules 12b-20, 13a-1 and 13a-13.

SEVENTH CLAIM FOR RELIEF
(Aiding and Abetting Robotic’s Violations of Section 13(b)(2)(A)

of the Exchange Act by All Defendants)

104, The Commission repeats and incorporates by reference the allegations in

paragraphs 1-103 of the Complaint as if set forth fully herein.
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105. At all relevant times, Robotic was required by Section 13(b)(2)(A) of the
Exchange Act [15 U.S.C. §78m(b)(2)(A)] to make and keep books, records and accounts which,
in reasonable detail, accurately and fairly reflected the transactions and dispositions of its assets.

106.  As set forth above, Robotic maintained false and misleading books, records and
accounts which, among other things, materially overstated the company’s revenue and income
for the third fiscal quarter of 2000 and the fiscal year 2000. As a result, Robotic violated Section
13(b)(2)A) of the Exchange Act.

107.  As set forth above, Edwards, Cohen, Howes, Tatkow and Baker provided
knowing and substantial assistance to the improper accounting practices at ACIM (and thus
Robotic).

108.  As aresult, Edwards, Cohen, Howes, Tatkow and Baker each aided and abetted
Robotic’s violations of Section 13(b)(2)(A) of the Exchange Act.

EIGHTH CLAIM FOR RELIEF

(Aiding and Abetting Robotic’s Violations of Section 13(b)(2)(B)
of the Exchange Act by Ed\yards. Cohen and Howes)

109.  The Commission repeats and incorporates by reference the allegations in
paragraphs 1-108 of the Complaint as if set forth fully herein.

110. At all relevant times, Robotic was required by Section 13(b)(2)(B) of the
Exchange Act [15 U.S.C. §78m(b)(2)(B)] to devise and maintain a system of intemal accounting
controls sufficient to provide reasonable assurances that transactions were recorded as necessary

to permit the preparation of financial statements in conformity with GAAP.
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111.  As set forth above, Robotic’s system of internal accounting controls was not
sufficient to provide reasonable assurances that transactions were recorded as necessary to permit
the preparation of financial statements in conformity with GAAP. As a result, Robotic violated
Section 13(b)(2}(B) of the Exchange Act.

112.  As set forth above, Edwards, Cohen and Howes failed to ensure that ACIM (and
thus Robotic) was properly recognizing revenue from transactions with its distributors.

113. By reason of the foregoing, Edwards, Cohen and Howes provided knowing and
substantial assistance to the absence of a system of internal accounting controls sufficient to
provide reasonable assurances that transactions at ACIM (and thus Robotic) were recorded as
necessary to permit preparation of financial statements in conformity with GAAP.

114.  As aresult, Edwards, Cohen and Howes each aided and abetted Robotic’s

violations of Section 13(b)(2)(B) of the Exchange Act.

PRAYER FOR RELIEF

WHEREFORE, the Commission requests that this Court:

A, Enter a permanent injunction restraining Edwards, Cohen, Howes, Tatkow and
Baker and each of their respective agents, servants, employees and attorneys and those persons in
active concert or participation with them who receive actual notice of the injunction by personal
service or otherwise, including facsimile transmission or overnight delivery service, from directly
or indirectly engaging in violations of:

1. Section 10(b) of the Exchange Act [15 U.S.C. §78j(b)] and Rule 10b-5
thereunder [17 C.F.R. §240.10b-5];
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2. Section 13(b)(5) of the Exchange Act [15 U.S.C. §78m(b)(5}] and Rule
13b2-1 thereunder [17 C.F.R. §240.13b2-1];

3. Section 13(a) of the Exchange Act [15 U.S.C. §78m(a)] and Rules 12b-20,
13a-1 and 13a-13 thereunder [17 C.F.R. §§240.12b-20, 240.13a-1 and
240.13a-13];

4. Section 13(b)(2)(A) of the Exchange Act [15 U.S.C. §78m(b)(2}( A)];

5. as to Edwards, Cohen and Howes only, Section 13(b)(2)(B) of the
Exchange Act [15 U.S.C. §78m(b)(2)(B)];

0. Exchange Act Rule 13b2-1 [17 C.F.R. §240.13b2-1]; and

7. as to Edwards, Cohen and Tatkow only, Exchange Act Rule 13b2-2 [17
C.F.R. §240.13b2-2];

B. Order Howes, Tatkow and Baker to disgorge the performance bonuses they
received on the basis of the materially overstated revenue at ACIM, plus pre-judgment interest;

C. Order each defendant to pay an appropriate civil penalty pursuant to Section
21(d)3) of the Exchange Act [15 U.S.C. §78u(d)(3)];

D. Enter an order, pursuant to Section 21(d)}(2) of the Exchange Act [15 U.S.C.
§78u(d)(2)], barring Edwards and Cohen from serving as an officer or director of any issuer
required to file reports with the Commission pursuant to Sections 12(b), 12(g) or 15(d) of the
Exchange Act [15 U.S.C. §§78I(b), 781(g) and 780(d)];

E. Retain jurisdiction over this action to implement and carry out the terms of ali
orders and decrees that may be entered; and

F. Award such other and further relief as the Court deems just and proper.
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Dated: November J&, 2004

Respectfully submitted,
SECURITIES AND EXCHANGE COMMISSION

By its Attorneys,

Fank © LA,

Frank C. Huntington (Maks. Bar No. 544045)
Asita Obeyesekere (D.C. Bar No. 451637)
Securities and Exchange Commission

73 Tremont Street, 6™ Floor

Boston, MA. 02108

(617) 573-8960 (Huntington)

(617) 573-8977 (Obeyesekere)

(617) 424-5940 (fax)

huntingtonfl@sec.gov
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