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N THE UNI TED STATES DI STRI CT COURT
FOR THE DI STRI CT OF MARYLAND

SECURI TI ES AND EXCHANGE
COW SSI ON

V. : Civil Action No. DKC 2003-2768

JOHN J. LAVBAUGH

ORDER

For the reasons stated in the foregoi ng Menorandum Opi ni on,
it is this 14th day of March, 2005, by the United States District
Court for the District of Maryland, ORDERED t hat:

1. The nmotion of Plaintiff Securities and Exchange
Comm ssion for entry of default judgnent agai nst Defendant John
J. Lawbaugh (paper no. 19), BE, and the sane hereby IS, GRANTED

2. Judgnent by default BE, and the same hereby IS, ENTERED
in favor of Plaintiff Securities and Exchange Comm ssi on agai nst
Def endant John J. Lawbaugh as foll ows:

A. Defendant and his agents, officers, servants, enpl oyees,
attorneys, and those persons in active concert or participation
with him and each of them who receive actual notice of this
Fi nal Judgnent by personal service or otherwi se, BE, and the
same hereby ARE, PERMANENTLY RESTRAINED AND ENJO NED from
violating, directly or indirectly, Section 17(a) of the

Securities Act of 1933 (“Securities Act”), 15 U.S.C. § 77q(a),
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in the offer or sale of any security by using any neans or
instruments of transportation or communication in interstate
comrerce, or the mails:

i. to enploy any device, schene, or artifice to
def raud;

ii. to obtain noney or property by neans of any untrue
statenment of a material fact or any om ssion to state a materi al
fact necessary in order to nake the statenments made, in the
light of the circunmstances under which they were made, not
m sl eadi ng; or

iii. to engage in any transaction, practice, or course
of busi ness whi ch operates or would operate as a fraud or deceit
upon the purchaser;

B. Defendant and his agents, officers, servants, enpl oyees,
attorneys, and those persons in active concert or participation
with him and each of them who receive actual notice of this
Fi nal Judgnent by personal service or otherwi se, BE, and the
same hereby ARE, PERMANENTLY RESTRAINED AND ENJO NED from
violating, directly or indirectly, Section 10(b) of the
Securities Exchange Act of 1934 (“Exchange Act”), 15 U.S.C. §
78 (b), and Rule 10b-5 pronulgated thereunder, 17 C F. R
240. 10b-5, by using any neans or instrunmentality of interstate

commerce, or of the mails, or of any facility of any nationa
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securities exchange, in connection with the purchase or sale of
any security:

i. to enploy any device, scheme, or artifice to
defraud; or

ii. to make any untrue statenent of a material fact or
to omt to state a material fact necessary in order to nmake the
statements made, in the light of the circunstances under which
t hey were made, not m sl eading; or

iii. to engage in any act, practice, or course of
busi ness which operates or would operate as a fraud or deceit
upon any person;

C. Defendant and his agents, officers, servants, enpl oyees,
attorneys, and those persons in active concert or participation
with him and each of them who receive actual notice of this
Fi nal Judgnent by personal service or otherwi se, BE, and the
same hereby ARE, PERMANENTLY RESTRAINED AND ENJO NED from
violating, directly or indirectly, Section 37 of the Investnment
Conmpany Act of 1940 (“Investnment Conpany Act”), 15 U.S.C. § 80a-
37, by stealing, unlawfully abstracting, unlawfully and
willfully converting to his or their own use or to the use of
anot her, or enbezzling any of the nonies, funds, securities,

credits, property, or assets of any registered investnent

conpany;
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D. Defendant and his agents, officers, servants, enpl oyees,
attorneys, and those persons in active concert or participation
with him and each of them who receive actual notice of this
Fi nal Judgnent by personal service or otherw se, BE, and the
same hereby ARE, PERMANENTLY RESTRAINED AND ENJO NED from
violating, directly or indirectly, Section 17(e)(1) of the
| nvest nent Conpany Act, 15 U.S.C. 8§ 80a-17(e)(1), by, in his or
their or its capacity as an affiliated person of a registered
i nvest nent conpany, or an affiliated person of such person,
acting as agent and accepting from any source any conpensation
(other than a regular salary or wages from such registered
conpany) for the purchase or sale of any property to or for such
regi stered conpany or any controll ed conpany thereof, except in
the course of such person’s business as an underwiter or
br oker;

E. Defendant and his agents, officers, servants, enpl oyees,
attorneys, and those persons in active concert or participation
with him and each of them who receive actual notice of this
Fi nal Judgnent by personal service or otherwi se, BE, and the
same hereby ARE, PERMANENTLY RESTRAINED AND ENJO NED from
violating, directly or indirectly, Section 34 of the Investnment
Conmpany Act, 15 U.S.C. 8§ 80a-33, by:

i. willfully destroying, mutilating, or altering any
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account, book, or other document the preservation of which has
been required pursuant to Section 31(a) or Section 32(c) of the
| nvest ment Conpany Act of 1940, 15 U S.C. 8§ 80a-30(a), 31(c),
except as permtted by rule, regulation, or order of the
Comm ssi on; and/ or
ii. making any untrue statement of a material fact in

any registration statenent, application, report, account,
record, or other docunment filed or transmtted pursuant to Title
15 of the United States Code or the keeping of which is required
pursuant to Section 31(a) of the Investnent Conpany Act, 15
U S.C. 8§ 80a-30(a); or when filing, transmtting, or keeping any
such docunent to omt to state therein any fact necessary in
order to prevent the statenments nmade therein, in |light of the
ci rcunst ances under which they were made, frombeing materially
nm sl eadi ng;

F. Pursuant to Section 36(a) of the Investnment Conpany Act,
15 U.S.C. 8 80a-35(a), Defendant BE, and the same hereby IS,
PERMANENTLY RESTRAI NED, ENJOI NED, AND PRCHI BI TED from acti ng as
an officer, director, nmenber of any advisory board, investnment
advi ser, or depositor, or as principal underwiter of an open-
end conpany, unit investment trust, or face-ambunt certificate
conpany;

G Pursuant to Section 21(d)(2) of the Exchange Act, 15
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US C 8 78u(d)(2), Defendant BE, and the same hereby IS,
PERMANENTLY RESTRAI NED, ENJOI NED, AND PROCHI Bl TED form acti ng as
an officer or director of any issuer that has a class of
securities registered pursuant to Section 12 of the Exchange
Act, 15 U.S.C. §8 78l, or that is required to file reports
pursuant to Section 15(d) of the Exchange Act, 15 U S.C. 8§
780(d);

H. Defendant BE, and the same hereby 1S, LIABLE FOR
DI SGORGEMENT, representing ill-gotten gains received as a result
of the <conduct alleged in the Conplaint, together wth
prejudgnent interest thereon, for a total of $4, 149, 752. 89;

| . Because this di sgorgenent and prejudgnment i nterest anmount

has been paid to the injured parties -- to 1t Atlantic Guaranty
Corporation in cash and to certain individual investors in
prom ssory notes -- as a direct result of the forced sale in

bankruptcy of Defendant’s 100% stock interest in 1t Atlantic
Guaranty Corporation, Defendant’s obligation to pay the
di sgorgenent and prejudgnent interest amount of $4, 149,752, 89
BE, and the sanme hereby 1S, SATI SFIED. Nothing in this
provision shall, or is intended to, limt or inpair, in any way,
any personal liability that Defendant may have, directly, to any
i ndi vidual or entity harnmed as the result of the conduct all eged

in the Conplaint. The satisfaction of this disgorgenent and



Case 8:03-cv-02768-DKC Document 24 Filed 03/14/05 Page 7 of 8

prejudgnent interest amount is |limted solely to the judgnent
debt that would otherw se arise in connection with the entry of
this Final Judgnent in this civil enforcenent action;

J. Defendant BE, and the sanme hereby IS, ASSESSED AND SHALL
PAY A PENALTY OF $120, 000, pursuant to Section 20(d) of the
Securities Act, 15 U.S.C. § 77t(d), and Section 21(d)(3) of the
Exchange Act, 15 U.S.C. 8§ 78u(d)(3), as anended by 17 C.F. R
201. 1002 (February 2, 2001). Defendant shall make this paynment
within ten (10) business days after the entry of this Final
Judgnment by certified check, bank cashier’s check, or United
St at es postal noney order payable to the Securities and Exchange
Conmi ssi on. The paynent shall be delivered or mailed to the
O fice of Financial Managenent, Securities and Exchange
Comm ssi on, Operations Center, 6432 General Green Way, Mail Stop
0-3, Alexandria, Virginia 22312, and shall be acconpanied by a
letter identifying John Lawbaugh as a defendant in this action;
setting forth the title and civil action nunber of this action
and the nanme of this Court; and specifying that paynent is nmade
pursuant to this Final Judgnent. Copies of the check and the
acconmpanyi ng cover letter shall be sinultaneously transmtted to
Arthur Gabinet, District Adm nistrator, Securities and Exchange
Commi ssi on, Philadelphia District Ofice, 701 Market Street,

Sui te 2000, Phil adel phia, Pennsylvania 19106;
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3. This Court shall retain jurisdiction of this matter for
t he purposes of enforcing the terns of this Final Judgnent; and
4. The Clerk will transnmit copies of the Menorandum Opi ni on

and this Order to counsel for the parties, and CLOSE this case.

/sl
DEBORAH K. CHASANOW
United States District Judge




