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SECURITIES AND EXCHANGE COMMISSION
HELANE L. MORRISON (Cal. Bar No. 127752)
JOHN S. YUN (Cal. Bar No. 112260}

VICTOR W. HONG (Cal. Bar No. 165938)

44 Montgomery Street, Suite 2600

Telephone: (415) 705-2500

Facsimile: (415) 705-2501

Attorneys for Plaintiff
Securities and Exchange Commission

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

SAN FRANCISCO DIVISION
U.S. SECURITIES AND EXCHANGE Civil Case No. C-04-4144-CRB
COMMISSION,
Honorable Charles R. Breyer
Plaintiff,
] FINAL JUDGMENT OF
V. ' PERMANENT INJUNCTION AND
_ OTHER RELIEF AGAINST
JERRY S. CHANG, ‘ DEFENDANT JERRY S. CHANG
Defendant.

Plaintiff Securities and Excha;r_;ge Commission (“Commission”) has filed its Complai.nt for
Permanent Injunction and Legal and Other Equitable Relief (“Complaint™) in this action.
Defendant Jerry S. Chang (“Defendant™), who was rejpresentéd by counsel, has submitted a
Consent of Defendant Jerry S. Chang to Entry of Final J udgment of Permanent Injunction and
Other Relief (“Consent™), which was filed simultaneously with this [Proposed] Final Judgment of
Permanent Injunction and Other Relief Against Defendant Jerry S. Chang (“Final Judgment™) and

.incorporated herein By reference; In the Consent, Chang admitted service of the Summons and
Complaint, admitted the Jurisdiction of this Court over him and over the subject matter of this

action, admitted that he was fully advised and informed of his right to a judicial determination of

‘| [Proposed] Final Judgment Against Def.

|| Jerry S. Chang, C-04-4144-CRB
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this matter, waived findings of fact and conclusions of law as provided by Rule 52 of the Federal

Rules of Civil Procedure, consented to the entry of this Final Judgment, without admitting or

“denying any of the allegations in the Complaint except as set forth in the Consent, and-waived

notice of hearing upon the entry of this Final Judgment. The Court, being fully advised in the

premises, orders as follows:

I

IT IS HEREBY ORDERE.D, ADJUDGED, AND DECREED that Defendant and .
Defendant's agents, servants, employees, attorneys, and all persons in active concert or
-participaiion with them who receive actual notice of this Final Judgment by personal service or
otherwise are permanently festraihed and enjoined from violating,. directly or indirectly, Section
10(b) of the Securities Exchange Act of 1934 (the “Exchange Act”) [15 U.S.C. § 78j(b)] and Rule
10b-5 promulgated thereunder [17 C.F.R. § 240.10b-5], by using any means or instrumentality of
interstate commerce, or of the mails, or of any facility of any national securities exchange, in
connection with the purchase or sale of any security:

(a) to employ any device, scheme, or artifice to defraud;

(by to ﬁakc any untrue statement of a material fact or to omit to state a material fact
necessary in order to make the statements made, in fhe light of the circumstances
under which they were made, not misleﬁding; or

(c) to engége in any act, practice, or course of business which operates or would
operate as a fraud or deceit upon any person.

| .-
IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that Defendan{ and
Defendant's agents, servants, employees, attorneys, and all pefsons n active concert or
participation with them who receive actual notice of this Final J udgment by personal service or

[Proposed] Final Judgment Against Def. -2
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otherwise are permanently restrained and enjoined from violatiné, directly or indirectly, Section
13(b)(5) of the Exchange Act [15 U.S.C. § 78m(5)(5)] by knowingly circumventing or knowiﬁgly
failing to implement a system of internal accounting controls or knowingly falsifying any book,.
record, or account described in Section 13(b)(2) of the Exchange Act [15 US.C. § 78m(b)(2)]. -

I .

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED thét Defendant and
Defendant's agents, servants, employees, éttorneys, and all persons in active concert or
participation with them who receive actual notice of this Final Judgment by personal service or
otherwise are pénnanenﬂy restrained and enjoined from violating Rule 13b2-1 [17 CFR.§
240.13b2-1] by, directly or iﬁdirectly, falsifying or causing to be falsified, a:riy book, record or
account subject to Section 13(b)(2)(A) of the Exchange Act [15 U.S.C. § 78m(b)(2)(A)].

Iv.

IT IS HEREBY ORDERED, ADJUDGED, AND DECREED that Defendant and
Defendant‘s agents, servants, employees, attorneys, and all persons in active concert or
participation with them who receive actual notice of this Final Judgment by personal service or
otherwise are permanently restrained and enjoined ‘from violating, directly or indirectly, Rule
13b2-2 of the Exchange Act [17 C.F.R. §240.13b2-2], by, as a director or officer of an issuer,
directly or indirectly making or causing to be made to an accountant in connection with an aﬁdit,
review or examination of the financial statements of the issuer, or in preparation or filing of a
document or report, required to be made or filed pursuant to statute or to the Comrrﬁssion’s rules
or otherwise, a materially false or misleading statement, or an omission of a material fact
necessary to make stétements made, in the light (_)f the circumstances under which they were

made, not misleading.

[Proposed] Final Judgfnent Against Def. -3-

[ Jerry S. Chang, C-04-4144-CRB




B oW

10
11
12
13

14.

15
16
17
18
19
20
21
22
23
24

- 25

26
27

28

N0 1 S h

Case3:04-cv-04144-CRB Document45 - Filed11/02/05 -Page4 of 8

| V.

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defeﬁdant
and Defendant's agents, servants, employees, attomeys, and all persons in active concert or
p;elrticipation with them who receive actual notice of this Final Judgment by personal service or
otherwise are permanently restrained and enj oiﬁed from aiding and abetting aﬁy violation of
Section 13(a) of the Exchange Act [15 U.S.C. § 78m(a)], and Rules 13a-1, 13a—13 and 12b-20
thereunder, [17 C.F.R. §§ 240.12b-20 and 240.13a-1, 240.13a-11, and 240.13a-13], by knowingly

providing substantial assistance to any issuer that has securities registered pursuant to 15 U.S.C. §

+ 781, and which fails to file with the Coinmission an annual report, or a quarterly report, or a

current report on the apbropriate form anthorized or prescribed and in the time prescribed therefor,
which in addition to the information expressly required to be included in thel report aiso contains.
such further material information, if any, as may be necessary to make the required statements, in
the light of the cﬁcumstances under which they are made, not misleading.
VL

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant
‘and Defendant's agents, servants, employees, attorneys, and all persons in active concert or
participation with them who receive actual notice of this Final Judgment by personal service or
otherwise are permanently restrained and enjoined from aiding and ab.etting any violation of
Section 13(b)(2)(A) of the Exchange Act [15 U.S.C. § 78m(b)(2)(A)] by providing substantial
assistance to any issuer which has a class of securities registered pursuant to 15 U.S.C. § 78/ and
which fails to make and keep books, records, or accounts, which, in reasonable detail, accurately

and fairly reflect the transactions and dispositions of the assets of the issuer.

[Proposed] Final Judgment Against Def. -4
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VIL
IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that, pursuant to Section
21(d)(2) of the Exchange Act [15 U.S.C. § 78u(d)(2)], Defendant is prohibited from acting as an
officer or director of any issuer that has a ciass of securities registered pursuant to Section 12 of
the Exchange Act [15 U.S.C. § 781] or that is required to file reports pursuant to Section 15(d) of

the Exchange Act [15 U.S.C. § 780(d)].

VIII.

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant shall pay a
civil penalty in the amount of two hundred thousand dollars ($200,000) pursuant to Section
21(&)(3)(B)(iii) of the Exchange Act. Defendant shall make such civil penalty paymenti as
follows: (A} Defendant shall pay one hundred thousand dollars ($100,000) within one-hundred

eighty (180) calendar days after entry of this Final Judgment; and (B) Defendant shall pay one

 hundred thousand dollars ($100,000) within three-hundred sixty (360) calendar days after entry of

this Final Judgment. Defendant’s payment due within three hundred-and-sixty (360) days shall
include all post-judgment interest on the disgorg’emeht and civil penalty amounts ordered from |
the date of entry of this Final Judgment pursuant to 28 U.S.C. § 1961. Defendant shall make each
such payment to the Clerk of this Court to géther with a cover letter identifying Jerry S. Chaﬁg as
a defendant in this action; setting forth the title and civil action humber-of this action and the
name of this Court; and specifying that payment is made pursuant to this Final J udginent.
Defendant shall simultaneously transmit photocopies of each such payment and letter to the
attention of Helane L. Morrison, District Administrator at the Commissioﬁ’s San Francisco
District Office, 44 Montgomery Street, Suite 2600, San Francisco,r_C_A 94104. By making such
payments, Defendant relinquishes all legal and equitable right, title, and interest in such fund.s,

and no part of the funds shall be returned to Defendant.

Jerry S. Chang, C-04-4144-CRB
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IX.

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant
is'_.liable for disgorgement, together wifh prejudgment interest thereon, in the aggregate amount of
two hundred thousand dollars ($200,000), representing profits gained as a result of the conduct
alleged in the Complaint and prejudgment interest thereon. Defendant shall satisfy this obligation
by paying to the Clefk of this Court: (A) one hundred thousand doflars ($100,000) within ten (10)
calendar days of entry of this Final Judgment; (B) one hundred thousand dollars .($100,000)'

' vﬁthin ninety (90) calendér days of entry of this Final Jadgment. Defendant shall make each such
payment together with a cover letter identifying Jerry S. Chang as a defendant in this action;
setting forth the title and civil action number of this action and the name of this Coust; and
sjpécifying that payment is made pursuant to this Final Judgment. Defendant shall simultaneously
transmit photocopies of each such payment and letter to the attention of Helane L. Morrison,
District Administrator at the Commission’s San Francisco District Office, 44 Montgomery Street,
Suite 2600, San Francisco, CA 94104. By making such payments, Defendé.nt relinquishes all
légal and equitable right, title, and interest in such funds, and no part of the funds shall be
returned to Defendant. Upon entry of this Final Judgment, the escrow agent for escrow account
number Z01556727 at the Citigroup Private Bank shall disburse all funds, including interest, from
such escrow account to thé Clerk of this Court.

X.

Defendant agrees that if the full amount of any payment described in Paragraphs VIII and
IX, above, 1s not made within thirty (30) days following ther date rthe payment is required by this
Final Judgment, the entire amount of disgorgement, prejudgment interest, and civil penalties,
$400,000, plus post judgment interest, minué payments made, if any, is due and payable

immediately without further application;

|| [Proposed] Final Judgment Against Def. -
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XL
The Clerk shall deposit the civil penalty, dis gorgemént, prejudgment intelrest and post-
judgment interest paid pursuant to Paragraphs VIII and IX, herein, into an interest bearing
account with the Court Registry Investment System (“CRIS”) or any other type of interest bearing
account that is utilized by the Court.r These funds, together with any intlerest and income earmed

thereon (collectively, the “Fund’), shall be held in the interest bearing account until further order

_of the Court. In accordance with 28 U.S.C. § 1914 and the guidelines set by the Director of the

Administrative Office of the United States Courts, the Clerk is directed, without further order of
this Court, to déduct from the incbme earned on the ‘money in the Fund a fee equal to ten percent
of the income earned on the Fund. Such fee shall not exceed that authorized by the Judicial
Conference of the United States.

The Commission may propose a plan to distribute the Fund subject to the Court’s
approval. Such a plan may provide that Fund shall be distributed pursuant‘ to the Fair Fund
provisions of Section 308(a) of the Sarbanes-Oxley Act of 2002. Regardless of whether any such.
Fair Fund distribution is made, amounts ordered to be paid as civil penalties pursuant to this
Judgment shall be treated as penalties paid to the government for all purposes, including all tax
purposes. To presérvé: the deterrent effect of the qivil penalty, Defendant shall not, after offset or
‘réduction of any award of compensatory damages in any Related Investor Action based on
Defendant’s payment of disgorgement in this action, argue that he 1s entitled to, nor shall he
further benefit by, offset or reduction of such compensatofy damages award by the amount of any
part of Defendant’s payment Qf a civil penalty in this action (“Penalty Offset™). .If the court in
ﬁny Related Investor Action grants such a Penalty Off#et, Defendant shall, within 30 days after

entry of a final order granting the Penalty Offset, notify the Commuission's counsel in this action

- and pay the amount of the Penalty Offset to the United States Treasury or to a Fair Fund, as the
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Commission directs. Such a payment shall not be deemed an additional civil penalty and shall

not be deemed to change the amount of the civil penalty imposed in this Judgment. For puiposes

. of this paragraph, a “Related Investor Action” means a private damages action brought against

Defendant by or on behalf of one or more invesiors based on substantially the same facts as

alleged in the Complaint in this action.

XII.
IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that the Consent is

incorporated herein with the same force and effect as if fully set forth herein, and that Defendant

shall comply with all of the undertakings and agreements set forth therein.

X1I1.
IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that tlﬁs Court shall retain’

jurisdiction of this matter for the purposes of enforcmg the terms of this Final Judgment.

Dated: Nov. 01 , 2005

Approved as to form:

S A

Michael H. Diamond, Esq.

Milbank, Tweed, Hadley & McCloy
601 South Figueroa Street, 30" Floor
Los Angeles, CA 90017
213-892-4500

Attorneys for Defendant Jerry S. Chang

Jerry 8. Chang, C-04-4144-CRB




