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I 

These are p r i v a t e  proceedings i n s t i t u t e d  pursuant t o  

-1/ Section 15(b) of t h e  Exchange Act, a s  applicable here,  provides t h a t  
t h e  Commission s h a l l  revoke the  r e g i s t r a t i o n  of a  broker o r  dea le r  
i f  i t  f i n d s  t h a t  i t  is  i n  the  public i n t e r e s t  and t h a t  such broker 
o r  dea le r  o r  any o f f i c e r ,  d i r e c t o r ,  o r  con t ro l l ing  o r  cont ro l led  
person of such broker o r  dea le r ,  has w i l l f u l l y  v io la ted  any provi- 
s ion  of t h a t  Act o r  of the  S e c u r i t i e s  Act of 1933 o r  anv ru le  
thereunder. 

Section 15A(1)(2) of the  Exchange Act provides f o r  the suspension 
f o r  a  maximum of twelve months o r  t h e  expulsion from a national  
s e c u r i t i e s  associa t ion  of any member who has violated any provision 
of the  Exchange Act o r  has w i l l f u l l y  violated any provision of the 
Secur i t i e s  Act of 1933 o r  any r u l e  o r  regula t ion  thereunder i f  the  
Commission f i n d s  such ac t ion  t o  be necessary o r  appropriate i n  the  
public i n t e r e s t  o r  f o r  the  protec t ion  of inves tors .  

Under Section lSA(bI(4) of the  Exchange Act, i n  the  absence of 
Commission approval o r  d i rec t ion ,  no broker o r  dea le r  may be admitted 
t o  o r  continued i n  membership i n  a  nat ional  s e c u r i t i e s  associa t ion  
i f  the  broker o r  dealer  o r  any par tner ,  o f f i c e r ,  d i r e c t o r  o r  con- 
t r o l l i n g  o r  cont ro l led  person of such broker o r  dealer  was a cause 
of any order  of revocation which is i n  e f f e c t .  



The order f o r  proceedinge a l l e g e s  i n  essence t h a t  during the  

period from about August 24, 1960 t o  November 25, 1960 Tager, Darius 

and Englander, together  with o r  aided and abetted by Leighton, 

Schultze and Rosenbaum, used t h e  mails and the  f a c i l i t i e s  of i n t e r s t a t e  

commerce while engaged i n  the  o f f e r  and s a l e  of the common stock of 

Divers i f ied  Col l a t e ra l  Corporation ("Diversified@l) and employed 

devices, schemes and a r t i f i c e s  t o  defraud and engaged i n  a c t s ,  t rans-
/ 

ac t ions ,  p rac t i ces  and a course of business inconsts tea t  with t h e i r  
\ 

duty of f a i r  deal ing o r  which operated o r  would operate a s  a fraud and 

dece i t  upon c e r t a i n  persons and made f a l s e  ind misleading statements 

of material  f a c t s  and omitted t o  s t a t e  material  f a c t s  necessary i n  

order  t o  make the statements made not misleading i n  w i l l f u l  v io la t ion  

of t h e  ant i - f raud provisions of Sect ion 17(a) of the  S e c u r i t i e s p t  of 
r 

1933 ("Securi t ies  Act") and SectiorslO(b) and 1 5 ( c ) ( l )  of the  Exchange 
-2/ 

Act and Rules 17 CFR 240.10b-5, lob-6 and 15cl-2 thereunder. 

After  appropriate not ice  hearings were held before the  under- 

signed Hearing Examiner. Proposed f indings of f a c t  and conclusions of 

law and b r i e f s  i n  support thereof were f i l e d  with the  Hearing Examiner 

by the  Division of Trading and Exchanges, Tager, Englander and Rosenbaum 

-2/ The e f f e c t  of these provisions a s  applicable here is t o  make unlawful 
the  use of the mails  o r  f a c i l i t i e s  of i n t e r s t a t e  commerce i n  connec- 
t i o n  with the  purchase o r  s a l e  of any secur i ty  by means of a device 
t o  defraud an untrue o r  misleading statement of material  f a c t ,  o r  a 
misleading omission of a material  f a c t ,  o r  any a c t ,  p rac t i ce ,  o r  
course of business which operates o r  would operate a s  a fraud o r  
dece i t  upon a customer, o r  by means of any o ther  manipulative o r  
fraudulent  device. 



and briefs were submitted by Darius and Schultze. 


The following findings and conclusions are based on the 


record, the documents and exhibits therein and the Hearing Examiner's 


observation of the various witnesses: 


1. Tager, a sole partnership, was registered with this 


Commission as a broker and dealer on August 20, 1958; Darius, a 


New York corporation, was so registered on March 13, 1958; and 


i 
Englander, also a New York corporation, was so rqistered on 
.-

December 29, 1956. Tager and the two corporations are members of 


the NASD, a national securities association registered pursuant to 


Section 15A of the Exchange Act. Leighton is president and owner of 


all of the outstanding stock of Darius and during the period in ques- 


tion Schultze was an employee of Darius. Rosenbaum is pregidept, 


director and owner of LOX or more of the common stock of Englander. 


2. Diversified, a Florida corporation, filed with the 


Commission, on February 24, 1960, a notification on Form 1-A for the 


purpose of obtaining an exemption from the registration requirements 


of the Securities Act pursuant to the provisions of Section 3(b) and 


Regulation A promulgated thereunder. The filing related to a proposed 


public offering of 75,000 shares of 10C par value common stock at 


$4.00 per share for an aggregate amount of $300,000. The offering was 


originally commenced on April 25, 1960 and was made through the officers 


and directors of the said company. Some time in May or June of 1960 


Leo Greenfield, President of Diversified, approached Tager for the 
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purpose of having T a g e r a c t  as underwriter of t h e  sa id  of fer ing .  Tager, 

t h e  record shows, who had no p r i o r  experience a s  an underwriter agreed 

t o  a c t  i n  t h a t  capaci ty  and entered i n t o  an underwriting agreement on 

J u l y  25, 1960. I n  essence, t h e  underwriting agreement provided t h a t  

Tager was bound only t o  use i t s  bes t  e f f o r t s  a s  exclusive agent f o r  the  

company t o  sell i ts  s e c u r i t i e s  at the  aforementioned o f fe r ing  price.  

An amendment t o  the  Form l - A  was f i l e d  with the  Commission t o  name 

Tager as p r inc ipa l  underwriter and the  o f fe r ing  was re-commenced on 

August 24, 1960. P r i o r  t o  t h e  time Tager commenced the  o f fe r ing  the  

company had sold approximately 7,700 shares  ,of i t s  common stock. 

Violat ions of Sect ion 10(b) of the  Exchange Act 
and Rule 17 CFR 240.10b-6 thereunder 

3 .  The gravamen of t h e  charges al leged i n  the  Commissionts 

order  a s  a v io la t ion  of Sect ion lO(b) and Rule 17 CFR 240.lOb-6 &ere-

under is t h a t  Tager, while engaged i n  t h e  d i s t r i b u t i o n  of shares  of 

the  common s tock of Divers i f ied ,  purchased shares f o r  h i s  own account 

and arranged with Darius and Englander t o  publish bids and o f f e r s  f o r  

t h e  sa id  stock a t  p r i ces  determined and s t ipu la ted  by Tager and t o  

purchase and sell s a i d  stock f o r  t h e i r  own accounts and while engaging 

i n  the  aforesa id  arrangements and t ransact ions  were e f f e c t i n g  a series 

of t ransact ions  c r e a t i n g  ac tual  o r  apparent a c t i v e  t rading i n  the  s tock 

of Divers i f ied  f o r  the  purpose of inducing the  purchase of t h e  sa id  

stock by others .  

4. Ae previously noted, Tager commenced the  o f fe r ing  of the  

Divers i f ied  common s tock i n  August 1960. According t o  Tager, the  i s sue  



d i d  not meet with public  enthusiasm and was a " l i t t le  sticky." After 

commencing the  o f fe r ing  Tager approached Darius and Englander t o  jo in  

a s e l l i n g  group but they declined t o  do so. Dive r s i f i ed ' s  pres ident ,  

who w a s  concerned with t h e  f a c t  t h a t  t h e  stock was not moving rapidly ,  

conferred with Tager and suggested, among other  th ings ,  t h a t  "it would 

be nicem t o  have brokers t r ade  the  stock. Tager t e s t i f i e d  t h a t  i t  w a s  

h i s  view t h a t  it would be advantageous i n  d i s t r i b u t i n g  the  Diversif ied 
2' 

stock t o  have o the r  brokers and dea le r s  i n  the  "pink sheeqs." With
' -41 

t h a t  thought i n  mind Tager contacted Darius and Englander. Each of 

t h e  f irms discussed with Tager the matter  of making a market i n  the  

sa id  stock and placing quotat ions i n  the  pink sheets .  Since these 

discussions a r e  v i t a l  t o  a determination of the a l leged v io la t ions  

a de ta i l ed  review of the  record would be helpful .  

5 .  Following a conversation between Leighton and Tager con-

cerning making a market i n  the  Divers i f ied  stock and i n s e r t i n g  quota- 

t i o n s  i n  the  pink shee t s  f o r  such purpose, Leighton introduced Tager 

t o  Schultze, one of h i s  employees who w a s  ac t ing  a s  a t r ade r  and l e f t  

i t  up t o  Schultze t o  decide whether t o  t r ade  the  Divers i f ied  stock and 

working out t h e  necessary d e t a i l s  f o r  such purpose. 

-31 p he "pink sheetsM o r  "sheets" r e fe r red  t o  a r e  the  d a i l y  bid-and-ask 
quotat ions published by t h e  National Daily Quotations Sheets. 

-41 The record d i sc loses  t h a t  Tager had p r io r  business deal ings  with 
Darius and Englander and had traded various s e c u r i t i e s  with each of 
,them f o r  severa l  years. 



1960 he discussed t rading the  Divers i f ied  stock with Tager and informed 

Tager he wanted assurance t h a t  Darius would be "protectedu8 f o r  any 

t r ades  the f i rm would make. Tager assured Schultze t h a t  a s  underwriter 

he knew who wanted t o  buy and sell the  Divers i f ied  stock and i f  Darius 

needed purchasers f o r  s tock it  acquired Tager would fu rn i sh  him with 

such information and i f  Darius needed stock t o  cover sapes Tager 

would s imi la r ly  f u r n i s h  such information. Schultee thereupon 

determined t o  t r ade  t h e  stock and asked Tager uuhow he would l i k e  the 

s tock opened." Upon receiving the  information Schultee inser ted  

quotat ions i n  the  pink sheets .  Schultee communicated with Tager d a i l y  

(except f o r  an  occasional lapse of a day), asked and received h i s  

suggestion a s  t o  the  p r i c e s  and inse r t ed  quotat ions i n  t h e l a i d  sheets  

i n  accordance with Tager t s  suggestions. 

7. Schultee f u r t h e r  t e s t i f i e d  t h a t  the  p r i c e s  quoted i n  the 

s h e e t s  and any increases  o r  decreases were a t t r i b u t a b l e  t o  Tager s ince 

he, Schultze, knew nothing about the  company and had no thoughts of 

h i s  own a8 t o  what p r i ces  should be quoted i n  the sa id  sheets .  I n  

addi t ion ,  a f t e r  each t ransact ion  Schultze ef fec ted  he would repor t  

t h a t  f a c t  t o  Tager and ask him f o r  e i t h e r  a buyer o r  seller. Leighton 

t e s t i f i e d  he was aware tha t  Schultze was communicating with Tager and 

assumed Schultze w a s  receiving guidance from Tager a s  t o  t h e  stock 

p r i ces .  

8. . Tager t e s t i f i e d  t h a t  h i s  conversations with t h e  Englander 



f i rm concerning making a market i n  t h e  Dive r s i f i ed  s tock  were c a r r i e d  

on wi th  Rosenbaum. The evidence shows Rosenbaum expressed a wi l l ing-

ness  t o  make a market i a  t h e  Dive r s i f i ed  s tock and accepted Tager ls  

word t h a t  t h e  s tock  would be a good number f o r  t h e  Englander f i rm t o  

t rade .  Tager informed Rosenbaum t h a t  s ince  he (Tager) w a s  t h e  under- 

w r i t e r  he knew persons who were i n t e r e s t e d  i n  buying o r  s e l l i n g  t h e  

s a i d  s tock and t h a t  he would make t h a t  information a v a i l a b l e  t o  

Rosenbaum. Though Rosenbaum denied such conversation t h e  Hearing 

Examiner c r e d i t s  Tager ' s  version.  Tager spoke with Rosenbaum 

approximately t h r e e  o r  fou r  times a week and when Rosenbaum informed 

him what p r i c e s  were being quoted i n  the  shee t s  Tager expressed 

approval. I n  add i t ion ,  Tager t e s t i f i e d ,  i n  substance, t h a t  he to ld  

Rosenbaum t h a t  "1 would l i k e  t o  see t h a t  s tock sell at  a higher  p r i c e  

i f  i t  is  possible.11 Rosenbaum admitted t h a t  upon being t o l d  by Tager 

t h e  Dive r s i f i ed  s tock  w a s  f r e e  t o  t r a d e  he was prepared t o  begin 

t r ad ing  the  s tock  and making a market i n  the sa id  s tock but denied 

Tager suggested p r i c e s  t o  him. 

9. The evidence shows t h a h e x c e p t  f o r  t h r e e  days, Darius 

i n s e r t e d  quota t ions  i n  t h e  s h e e t s  every business  day from September 14 

through November 14, 1960 and t h a t  Englander, except Lor one day, 

i n s e r t e d  such quota t ions  each business  day from September 14 through 

October 17, 1960. 

10. Some t i m e  i n  t h e  latter p a r t  of October 1960 Tager 

informed h i s  counsel t h a t  he had discussed i n s e r t i n g  quota t ions  i n  

t h e  pink s h e e t s  with Darius and Englander and apparent ly w a s  informed 



such activity was inadvisable while Tager was acting as underwriter. 


Tager communicated the advice to both firms and the evidence shows 


that Englander ceased inserting quotations on October 17, 1960 and 


Darius ceased on November 14, 1960. 


11. The record is clear that during the period both firms 


were quoting the Diversified stock in the sheets Tager continued his 


sales activities as underwriter. Tager's records show he sold 7,167 


shares of the said stock from September 14 through November 14, 1960. 


12. We first consider whether the activities of Tager, 


Darius and Englander were in violation of Section 10(b) of the 


Exchange Act and Rule 17 CFR 240.lOb-6 thereunder. Section 10(b) of 


the Exchange Act prohibits any person from using or employing any 


manipulative or deceptive device or contrivance, in connection with 


the purchase and sale of any security, in contravention of the 


Commission's Rules and Regulations. Rule 17 CFR 240.10-b thereunder 


states, in pertinent part, it shall constitute a umanipulative or 


deceptive device or contrivancem for any person who is an underwriter 


in a particular distribution of securities or who is a broker or 


dealer or other person who has agreed to participate or is participat- 


ing in such distribution,directly or indirectly either alone or with 


one or more other persons, to bid for or purchase for any account in 


which he has a beneficial interest, any security which is the subject 


of such distribution or to attempt to induce any person to purchase 


any,such security until after he has completed his participation in 


such distribution. 




- t ~ 

13. With respect to Tager, the record is clear that during 


the period between August 30 and December 24, 1960 Tager was engaged 


in distributing the Diversified stock under the Regulation A 
--5/ 
offering. The evidence shows that in November of 1960 Rosenbaum 

informed Tager he had 100 shares of Diversified stock which he would 

like to sell and Tager agreed to take the stock off his handd. How- , 

, 
ever, at Tager's suggestion the 100 shares were taken in the name of 


Tagerls wife. The Hearing Examiner finds that this transaction was 


in willful violation of Rule 17 CFR 240.10b-6 since Tager, at a time 


when he was effecting a distribution of the Diversified stock, 


purchased shares of such stock for an account in which he had a 


14. We next consider whether Tagerls understanding or dis- 


cussions with Darius and Englander concerning the making of a market 


in the Diversified stock and the subsequent publication of quotations 


in the pink sheets by the latter two firms constituted a further 


violation by Tager of the above-mentioned section of the Exchange Act 


and the Rule thereunder. As previously noted, some time in September 


of 1960 Diversified's President suggested the idea to Tager that other 


brokers trade the stock, and Tageris own view was that it would aid the 


distribution to have brokers and dealers quoting the stock in the pink 


Diversified stock in which-lager was the underwriter was completed on 

December .24, 1960. The Commission's f i les further disclose that by 

order dated January 31, 1962 the Commission permanently ,suspended the 
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sheets. Obviously Tager, as underwriter, sought to induce the purchase 


of Diversified stock by others. It is evident that Tager, apart from 


believing the quotations by Darius and Englander would aid his distribu- 

. 

tion, knew or should have been aware that by requesting such firms to 


make a market in the Diversified stock, at a time when he was engaged 


in the distribution of the said stock, he was at least by such means 


attempting to induce persons to purchase such stock. The Hearing 


Examiner finds that Tagergs activities in requestingithat Darius and 


Englander make a market in the Diversified stock and insert quotations 


in the pink sheets at a time when he was engaged in the distribution 


of such stock was by any standard an attempt to induce persons to 


purchase the said stock and that within the meaning of Rule 17 CFR 


240.10b-6 such activities constituted the use or employment of u 


manipulative or deceptive device or contrivance prohibited by 


Section 10(b) of the Act. 


15. Turning to Darius and Englander we note that the above- 


mentioned Rule in addition to prohibiting underwriters from certain 


actions also prohibits any broker or dealer who has agreed to 


participate or is participating in a distribution to bid for or 


purchase any securities of the same class or to attempt to induce any 


persons to purchase any such security until after the broker or dealer 


has completed his participation in such distribution. We consider 


therefore whether Darius or Englander either agreed to or participated 


in the distribution of the Diversified stock and whether they bid for 


or purchased such stock or attempted to induce any persons to purchase 


.I 



the said rtock prior to completion of the distribution. There is no 


direct evidence of any agreement between Tager on the one hand and 


Darius and Englander on the other to participate in Tager's under- 


writing of the Diversified stock. However, circlnnetantial evidence 
-6/ 
is competent to establish the necesrary agreement. The record shows 


that both firme had over a period of yeare engaged in transactions 


with Tager in various eecuritiee. The evidence is clear that Tager 


sought out Dariue and Englander to assist him in the distribution of 


the Diversified stock by joining the eelling group and when such 


efforts were uneucceesful requerted them or accepted their offer to 


aid in making a market in the said stock. The record is equally clear 


that both firm6 not only expressed an interest in making a market in 


the Diversified stock, but proceeded to accomplish this fact by 


publishing quotatione in the pink sheets. 


16. Darius inserted quotations for approximately two months 


and Englander inserted such quotations for one month notwithstanding 


that very little trading was being done by either firm. An analysis 


of the pattern followed in quoting the stock ie most informative. For 


the first 15 trading days after September 14, 1960 the quotations in 


the pink sheets by Darius and Englander were exactly the same, to wit: 


-6/ S.E.C. v. Scott Taylor, Inc., 183 F. Supp. 904 (S.D.N.Y.1959) 
See Matter of Haleey Stuart C Co., 30 S.E.C. 106 (1949) 



3-3/4 bid, 4-1/4 asked. On October 5, 1960, both firms ra ised  t h e i r  

b ids  t o  4, Darius r a i sed  i ts  asked t o  4-1/2 and Englander t o  4-3/8. 

These ra ised  p r i ces  continued f o r  the  next nine t rading days a f t e r  

which Englander dropped out  of the  sheets  and Darius continued such 

ra i sed  quotat ions f o r  another 14 t rading days, r a i s i n g  i t s  bid t o  

4-1/4 on th ree  of such days and lowering i t s  quotations on the  l a s t  

four  t rading days during which the  quotations appeared. No other  

quotations w e r e  published i n  the  sheets  during the  sa id  period except 

one i so la ted  quotat ion by a broker on November 11, 1960. 

17. Viewing t h e  evidence t o  determine whether an agreement 

t o  p a r t i c i p a t e  i n  a d i s t r i b u t i o n  exis ted  between Darius and Tager it 

appears evident t h a t  Darius consented t o  t rade  the  Divers i f ied  stock 

a t  Tageras  request ,  t h a t  Tager agreed t o  protect  Darius i n  the  letter's 

t r ad ing  operat ions,  t h a t  Tager t o l d  Darius when t o  appear i n  the  pink 

sheets ,  t h a t  Schultze, the  t r ade r  f o r  Darius, cons tant ly  consulted with 

and received euggestions from Tager about the  p r i ces  t o  be quoted, 

received h i s  guidance throughout i n  t h a t  connection and reported h i s  

t ransact ions  t o  Tager. The record a l s o  d isc loses  t h a t  Tager, pursuant 

t o  h i s  understanding with Schultze, recommended customers t o  Darius on 

a t  l e a s t  two occasions. Darius admits t h a t  it ef fec ted  seven t rades  

i n  the  sa id  stock involving 306 share6 at pr ices  ranging from 3-3/4 t o  

4-1/4 per share. There i s  no d ispute  t h a t  the mails were used i n  

connection with the  foregoing t ransact ions .  A l l  these f a c t o r s  r a i s e  

a compe1ling.inference t h a t  Darius had an understanding with Tager t o  

make a market i n  and t r ade  the  Divers i f ied  stock and i n  accordance with 



such understanding inse r t ed  quotat ions i n  the  shee t s  at p r i ces  

s t i p u l a t e d  by Tager. The Hearing Examiner f i n d s  t h a t  Darius agreed 

t o  and pa r t i c ipa t ed  i n  t h e  d i s t r i b u t i o n  of the Dive r s i f i ed  s tock,  

t h a t  Darius bid f o r  and purchased and sold f o r  i ts  own account 

s e c u r i t i e s  which were the subjec t  of s a i d  d i s t r i b u t i o n  p r i o r  t o  t h e  

completion of i t s  p a r t i c i p a t i o n  i n  such d i s t r i b u t i o n  and t h a t  wi th in  

t h e  purview of Rule 17 CFR 240.10b-6 these  a c t i v i t i e s  cons t i t u t ed  t h e  

use  of a manipulative o r  decept ive device o r  contrivance. 

18. With respec t  t o  Englander, t h e  evidence shows t h a t  i n  

J u l y  1960 Rosenbaum read an advertisement of t he  Divers i f ied  o f fe r ing ,  

phoned Tager t o  inqu i re  about it aad wae to ld  t h e  i s s u e  would s h o r t l y  

become e f f e c t i v e .  Rosenbaum informed Tager he would l i k e  t o  t r ade  t h e  

s tock  when Tager w a s  ready. Roeenbaum t e s t i f i e d  t h a t  toward t h e  end 

of August o r  e a r l y  September 1960 a f t e r  he declined t o  jo in  the  

s e l l i n g  group he inquired of Tager concerning t h e  d i s t r i b u t i o n ,  and 

w a s  t o l d  i t  was a b i t  s t i c k y  but moving out .  Roeenbarn f u r t h e r  

t e s t i f i e d  t h a t  s h o r t l y  t h e r e a f t e r  and within a day o r  two p r i o r  t o  

September 14, 1960 he w a s  t o l d  by Tager t h a t  t he  Divers i f ied  s tock 

w a s  f r e e  f o r  t r a d i n g  t h a t  Rosenbaum could make a market i n  it, and 

i n s e r t  quotat ions i n  the  aforementioned sheets .  Tager confirms these  

f a c t s  and t e s t i f i e d  t h a t  when dibcussing making a market i n  the  

Divers i f ied  s tock  he informed Rosenbaum, as he d i d  Schultze,  t h a t  he 

would t r y  t o  f i n d  purchasers and s e l l e r s  f o r  Englander. On one 

occasion Tager suggested t o  Rosenbaum he would l i k e  t o  see  t h e  p r i c e s  
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raised. Rosenbaum denied he was given specific prices to quote in 


the sheets. However, of utmost significance is Rosenbaum's testimony 

i.-.. 

concerning raising his bid and asked quotatiorh and the reaeon he 


stayed in the sheets for a month. Rosenbaum testified that though 


there were no calls in response to his quotations and no apparent 


interest in the Diversified stock, he nevertheless raised his prices 


to see if he could bring in anything. He further teetified that his 


reason for staying in the sheets was primarily because he was friendly 


with Tager and wae quoting the otock as a courtesy to him. 

19. The circumstantial evidence here is sufficient to 


establish an understanding or agreement by Englander to aid or 


participate in the underwriting by Tager. The Hearing Examiner finds 


that Englander agreed with Tager to make a market in the Diversified 


stock and that by inserting quotations in the pink gnaets at a time 


when a distribution by Tager was in progress aided or participated 


in the distribution. The Bearing Examiner further finds that within 


the purview of Rule 17 CFR 240.10b-6 the quotations in the sheets by 


Englander constituted a bid for the securities which were the 


subject of a distribution or at the very least constituted an 


attempt to induce parsons to purchase such securities prior to 


Englander's completion of its participation in such distribution. 


20. Both Darius and Englander urge they were unaware that 


Tager was engaged in a distribution of the Diversified stock at the 


time they inserted their quotations and that Tager informed each of 




-. 

3 

>. 

that early in September 1960 both f inus were &pfe that Tager was 

\ 

engaged in a distribution of the Diversified stock. At the time 


their quotations were inserted in the sheets no inquiry was made of 


Tager nor of any of the seven broker or dealer firms which the 


record shows were listed as having participated in the distribution 


as to whether such distribution had actually been completed or 


terminated. The record is barren of any effort or attempt by 


Dariua or Englander to verify the date the distribution was either 


completed or terminated and whether the stock was, in fact, free to 


-7/ 
trade. 


21. Brokers and dealers who are aware that a distribution 


of securities under Regulation A has commenced and who within a short 


time thereafter are requested to make a market in such sekurities 


where no such market previously existed have a duty and responsi- 


bility to take every reasonable precaution to satisfy themselves 


that such distribution has been completed or terminated before 


actually making a market in such securities. Under the circumstances 


-71 The record shows that Rosenbaum has been in the securities business 
for about ten years and Leighton about five years and both were 
familiar with Regulation A offerings. It is reasonable to believe 
that they knew that under Rule 260 of Regulation A a final report 
must be filed with this Commission on completion or termination 
of such an offering. Since no report was filed until November 25, 
1960 any inquiry of the Commission would have put them on notice 
that Tager's distribution had not as yet been completed or 
terminated. 



of this case, and in light of Rule lob-6 specifying certain acts by 


brokers and dealers as manipulative the acceptance by Darius and 


Englander of a self-serving oral statement by the'underwriter, who 


they knew had been engaged in a distribution, that the stock is free 


to trade and where the evidence shows that such broker or dealer made 


no effort or attempt to ascertain whether such distribution had, 


in fact, been completed or terminated does not satisfy the obliga- 


tions and responsibilities of brokers or dealers to refrain from 


employing a manipulative or deceptive device. The Hearing Examiner 


finds that Tager, Darius and Englander willfully violated Section 


10(b) of the Exchange Act and Rule 17 CFR 240.lOb-6 thereunder and 


that Leightoa, Schultze and Rosenbaum aided and abetted in such 


violation. 


Violation8 of Section 17(a) of the Securities Act and 

Sections lO(b) and 15(c)(l) of the Exchange Act and 

Rules 17 CFR 240.lOb-5 and 15~1-2 thereunder 


22. The order for proceedings alleges that the activities 

of Tager, Darius and Englander, which have been discussed above, also 

constitute violations.of Section 17(a) of the Securities Act and 

Sections 10(b) and l5(c) of the Exchange Act and the Rules there- 

-8/ 
under. The antimanipulative provisions of the Exchange Act are aimed 


not only against defrauding investors but to assure that a free and 


open market exists unhampered by the imposition of artificial 


-81 See footnote 2 supra. 
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st imulants .  

23. The bas ic  question under these  Sections i s  whether the  

a c t i v i t i e s  of Tager, Darius and Englander impeded a f r e e  and open 

market, whether such a c t i v i t i e s  crea ted  a f a l s e  appearance of 

a c t i v i t y ,  and whether t h e  sa id  f irms engaged i n  a course of business 

which would operate as a fraud o r  dece i t  on any person. The 

Hearing Exeminer is of t h e  view t h a t  the  a c t i v i t i e s  of each of t h e  

aforesa id  f irms were inimical  t o  the  existence of a f r e e  and open 

market, created a f a l s e  appearance of market a c t i v i t y  and t h a t  such 

f irms engaged i n  a course of business which operated a s  a fraud on 

persons. 

24. It  is  c l e a r  t h a t  a t  t h e  time Tager, Darius and 

Englander s e t  about t o  e s t a b l i s h  a market i n  the  Divers i f ied  stock, 

ne i the r  Darius nor Englander had any knowledge of Dive r s i f i ed ' s  

a c t i v i t i e s  o r  operat ions,  o the r  than possibly looking a t  a prospectus 

given them by Tager, but agreed t o  i n s e r t  quotations i n  the  sheets  

a s  an accommodation o r  courtesy t o  Tager with the  hope a t  the  same 

t i m e  of making a p r o f i t .  Their  primary purpose appears obvious, 

namely, t o  induce persons t o  purchase the  s e c u r i t i e s  of Divers i f ied  

and p r o f i t  thereby. Notwithstanding the  f a c t  t h a t  the re  was l i t t l e  

t r ad ing  by Darius and p r a c t i c a l l y  none by Englander, they not only 

continued t h e i r  quotat ions but ra ised  t h e i r  bid and asked on exact ly  

t h e  same day. Darius offered no explanation f o r  increaeing i t s  

-9/ Masland, Fernon 6 Anderson, 9 S.E.C. 338 (1941). 



quota t ions  and it is  ev ident  t h a t  t he  market a c t i v i t y  by the  s a i d  

f i r m  d id  not  appear t o  warrant such tncrease .  Englander 's  s t a t e d  

purpose f o r  r a i s i n g  i t s  quota t ions  w a s  " t o  see i f  I could b r ing  i n  

anything," and t o  genera te  i n t e r e s t  i n  t he  s tock.  Such purpose i s  

hard ly  a s u f f i c i e n t  reason t o  j u s t i f y  an i nc rease  i n  quoted market 

p r i c e s  p a r t i c u l a r l y  where such i n c r e a s e  is not d i c t a t e d  by supply 

and demand. The Commission i n  Masland, Fernon & Anderson supra  

s t a t e d  "Where t h e  purpose i s  t o  induce t h e  purchase oz tsale'of 

s e c u r i t i e s  by o t h e r s  t h e  A c t  denounces manipulation whether 

designed t o  raise o r  lower t h e  market p r i c e  of a s e c u r i t y  o r  only 

t o  c r e a t e  a false appearance of a c t i v i t y  o r  i n a c t i v i t y  i n  t h e  market 

f o r  t h e  s e ~ u r i t y , ~ '  The conclueion i n  t h e  i n s t a n t  ca se  i s  inescapable  

t h a t  Tager,  Darius  and Englander made every  e f f o r t  t o  e s t a b l i s h  a m a r -

k e t ,  t o  s t i m u l a t e  such market by r a i s i n g  t h e  quota t lobs  i a  the  

s h e e t s  f o r  t h e  purpose of inducing persons t o  buy and create a f a l s e  

appearance of a c t i v i t y  i n  t h e  market f o r  t h e  D i v e r s i f i e d  s tock ,  

25. The Commission i n  Halsey S t u a r t  & Co., Inc . ,  supra,  i n  

cons ider ing  t h e  impact of quota t ions  i n  t he  pink s h e e t s  on t h e  over- 

the-counter  market s t a t e d  

". . t h e  l i s t i n g s  are cormnonly understood t o h a v e  a se r ious  
meaning and business  purpose. They are s t e p s  i n  sales 
nego t i a t i ons  and, a t  t h e  very least, i n v i t a t i o n s  t o  
nego t i a t e  t h e  sales. . . . . There i s  no doubt t h a t  t he  
s h e e t s  are intended t o  be used as i n d i c a t i o n s  of t r a d i n g  
i n t e r e s t  and are gene ra l l y  s o  regarded.n 



26. The Hearing Examiner f inds  t h a t  Tager, Darius and 

Englander by t h e i r  a c t i v i t i e s  e f fec ted  a series of t r ansac t ions .  

c rea t ing  apparent a c t i v e  t rading i n  the  Divers i f ied  stock f o r  the 

purpose of inducing o the r s  t o  buy. The Commission has held t h a t  the  

publ ica t ion  of quotations i n  t h e  pink shee t s  when pa r t  of a s e r i e s  

of e imi lar  and o the r  a c t s  a f fec t ing  p r i ces  o r  c rea t ing  a c t i v i t y  a r e  
-10/ 

Mtransactions.N1 The quotations inse r t ed  i n  the  sheets  f o r  the  

period September through November, 1960 by Darius and September through 

October 1960 by Englander gave knowledge t o  the  subscribers  of the  

sheets ,  t h a t  they stood ready t o  purchase abd sell the  Divers i f ied  

stock and by increas ing such quotat ions gave the  appearance of 

a c t i v i t y  i n  t h e  sa id  s e c u r i t i e s .  

27. Englander a s s e r t s  t h a t  i ts  a c t i v i t i e s  were i n  every 

respect  rout ine ,  t h a t  it only increased i ts  p r i ce  on one ocCasion/ 

which i t  maintained f o r  a period of nine t rading days, and t h a t  these 

ac t ions  did not f a l l  within t h e  umbra of the  Commission's decisions i n  

such cases a s  R. L. Emacio 6 Co., Inc . ,  35 S.E.C. 191 (19531, Theodore 

A. Landau, d /b /a  Landau Co., Sco t t  Taylor & Co., Inc.,  Exchange Act 

Release 6792 (19621, M. S. Wien & Co., 23 S.E.C. 735 (1946) s ince  i n  a l l  

those cases  the  p a t t e r n  of market a c t i v i t y  was abnormal and wholly 

-10/ Halsey S t u a r t  6 Co., Inc. ,  supra. 
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i n c o n s i s t e n t  wi th  r o u t i n e  t r a d i n g  a c t i v i t y .  This  argument f a i l s  t o  

g ive  adequate cons ide ra t i on  t o  t h e  underlying concepts  which the  

Commission enunciated i n  t h e  s a i d  cases .  Though f a c t u a l l y  each ca se  

is d i f f e r e n t  they a l l  c l e a r l y  state a bas i c  p r i n c i p l e  t h a t  t h e  Acts 

and r u l e s  seek t o  a s s u r e  t h a t  a f r e e ,  open and competi t ive market e x i s t s  

and t h a t  i n v e s t o r s  have every r i g h t  t o  assume t h e  ex i s t ence  of such 

a market. These c a s e s  uniformly hold t h a t  where brokers  and d e a l e r s  

i n e e r t  quota t ions  i n  t h e  pink s h e e t s  over  a per iod of t i m e  and who 

i n c r e a s e  such quo ta t i ons  f o r  t h e  purpose of inducing persons t o  purchase 

such s e c u r i t i e s  they are i n s e r t i n g  a r t i f i c i a l  s t imu lan t s  i n t o  t he  market, 

are impeding a f r e e  and open market and c r e a t i n g  an  appearance of a c t i v e  

t r a d i n g  i n  such s e c u r i t i e s .  Such a c t i v i t i e s  t h e  Commission s t a t e d  

c o n s t i t u t e  t h e  use of a manipulat ive device  o r  cont r ivance  and a course 
* 

F 

of business  which ope ra t e s  o r  would ope ra t e  as a f raud  o r  d e c e i t  upon 

persons.  Englander argues t h a t  t h e  i n s t a n t  case  a l s o  d i f f e r s  from the  

Commission's p r i o r  dec i s ions  i n  t h a t  i n  t h e  earlier c a s e s  t h e  i nc reases  

i n  t h e  quoted p r i c e s  were f a r  g r e a t e r  and t h e  t r a d e s  e f f e c t e d  were more 

numerous. A dev ice  deemed t o  be manipulat ive does not  change i t s  

c h a r a c t e r  and become an  acceptab le  p r a c t i c e  o r  r o u t i n e  t r a d i n g  a c t i v i t y  

merely because it  f a i l e d  t o  reach  t h e  magnitude t h a t  similar devices  

achieved. I n  t h e  i n s t a n t  case ,  as i n  t h e  cases  c i t e d ,  i t  i s  ev ident  

t h a t  t h e  a c t i v i t i e s  engaged i n  were similar but on a smaller s c a l e ,  

namely, t h e  i n s e r t i o n  of quota t ions  i n  t h e  s h e e t s  and an  i nc rease  i n  

such quota t ions  f o r  t h e  purpose of inducing o t h e r s  t o  buy and t h e  



c r e a t i o n  of an appearance of a c t i v i t y  i n  t h e  market. 

28. Schul tze  contends t h a t  t h e  a c t s  of Darius  were not suf -

f i c i e n t  t o  c r e a t e  " a r t i f i c i a l  t r a d i n g  a c t i v i t y , "  t h a t  t h e r e  was nothing 

l l a r t i f i c i a l l '  about t h e  l i t t l e  a c t i v i t y  t h a t  took p lace ,  and t h a t  no 

real at tempt  was made " t o  induce o t h e r s  t o  purchase t h e  stock." The 

Hearing Examiner r e j e c t s  t he se  conten t ions .  The i n s e r t i o n  of quota t ions  

i n  t h e  s h e e t s  on 43 success ive  t r a d i n g  days dur ing  t h e  per iod 

September 14 through November 14 and inc reas ing  such quota t ions  from 

3-3/4 bid t o  4 and i t s  asked from 4-1/4 t o  4-1/2 on 18 t r a d i n g  d a t e s  

and aga in  i n c r e a s i n g  i t s  b ids  from 4 t o  4-114 on t h r e e  t r a d i n g  d a t e s  

without  any apparent  j u s t i f i c a t i o n  i n  t h e  opinion of t h e  Hearing 

Examiner i s  s u f f i c i e n t  t o  c r e a t e  a f a l s e  appearance of a c t i v i t y  i n  

t h e  market and a very real at tempt  t o  induce persons t o  purchase t h e  

D ive r s i f i ed  s tock.  

29. The record d i s c l o s e s  and Tager, Darius  and Englander admit 

t h a t  they d i d  not inform t h e  pub l i she r s  of t h e  pink s h e e t s  t h a t  t h e  

quota t ions  were being i n s e r t e d  by Darius  and Englander by v i r t u e  of 

an agreement wi th  Tager and at p r i c e s  he spec i f i ed  t o  Darius  and 

approved f o r  Englander. Tager informed approximately f i f t e e n  of h i s  

customers t h a t  a market ex i s t ed  f o r  t h e  D ive r s i f i ed  s tock  but f a i l e d  

t o  d i s c l o s e  t h a t  he was respons ib le  f o r  c r e a t i n g  and maintaining such 

market and t h a t  a long  wi th  Darius  and Englander sought t o  c r e a t e  

apparent  t r a d i n g  a c t i v i t y  i n  t h e  s tock.  Darius  i n  a d d i t i o n  f a i l e d  t o  

d i s c l o s e  t o  i t s  customers t h a t  t h e  p r i c e s  i t  w a s  quot ing  were s t i p u l a t e d  



by Tager. It is  w e l l  s e t t l e d  t h a t  f a i l u r e  of brokers  and d e a l e r s  t o  

d i s c l o s e  material f a c t s  r e l a t i n g  t o  market manipulation by them 

ope ra t e s  as a f raud  and c o n s t i t u t e s  a w i l l f u l  v i o l a t i o n  of 

Sec t ion  17(a)  of t h e  S e c u r i t i e s  Act and Sec t ion  10(b)  of t h e  Exchange 
-111 

Act and Rule 17 CFR 240.10b-5 thereunder .  

30. The Hearing Examiner f i n d s  t h a t  Tager,  Darius  and 

Englander, a ided and abe t t ed  by Leighton, Schul t z e  and Rosenbaum, 

used t h e  mails and i n s t r u m e n t a l i t i e s  of i n t e r s t a t e  commerce, while 

engaged i n  t h e  o f f e r  and sale of D ive r s i f i ed  s tock ,  t o  employ devices ,  

a r t i f i c e s  t o  defraud,  engaged i n  a c t s ,  t r ansac t ions ,  procedures and a 

course  of bus iness  which operated o r  would ope ra t e  as a f raud  and 

d e c e i t  upon c e r t a i n  persons,  e f f e c t e d  a series of t r a n s a c t i o n s  c r e a t i n g  

a c t u a l  o r  apparent  a c t i v e  t r a d i n g  i n  t h e  D ive r s i f i ed  s tock  f o r  t h e  

purpose of inducing t h e  purchase of s a i d  s tock  by o ther4  and &de 

unt rue  s ta tements  of material f a c t s  and omitted t o  state material 

f a c t s  i n  o rde r  t o  make t h e  s ta tements  made, i n  l i g h t  of t he  circum- 

s t ances  under which they were made, not  misleading, i n  w i l l f u l  v i o l a t i o n  

of Sec t ion  17(a)  of t h e  S e c u r i t i e s  Act, Sec t ion  10(b)  of  t h e  Exchange 

Act and Rules 17 CFR 240.10b-5 and 15cl-2 thereunder .  

Publ ic  I n t e r e s t  

31. The s o l e  remaining ques t ion  is  whether i t  is  i n  t h e  pub l i c  

i n t e r e s t  and f o r  t he  p ro t ec t i on  of i nves to r s  t o  revoke t h e  r e g i s t r a t i o n  

-111 R. L. Emacio & Co., Inc . ,  supra; M. S. Wien & Co., 23 S.E.C.734 
(1946); Adams & Co. et a l ,  33 S.E.C. 444 (1952) 



of Tager, Darius and Englander o r  t o  suspend f o r  a period not exceeding 

twelve months o r  t o  expel such f i rms  from membership i n  the  NASD. Each 

of t h e  f i rms  argues s trenuously t h a t  t he  v io l a t ions ,  i f  any, were not 

w i l l f u l ,  t h a t  t he re  was no i n t e n t  t o  v i o l a t e  the  law, t h a t  they had no 

knowledge t h a t  t h e i r  ac t ions  contravened any of t he  Commissionfs r u l e s ,  

and t h a t  t h e r e  was no i n t e n t  t o  manipulate the  market. 

32. The Commission has repeatedly held t h a t  an  i n t e n t i o n  t o  

v i o l a t e  the  l a w  is  not necessary t o  o f ind ing  of w i l l f u l n e s s  within 

the  meaning of Sec t ion  15 of t he  Exchange Act; it is s u f f i c i e n t  t h a t  
-12/ 

l l t h e p e r s o n c h a r g e d w i t h a d u t y k n o w w h a t  h e i s d ~ i n g . ~ ~It is 

evident  from t h e  record t h a t  a t  l e a s t  i n  t h i s  sense the  v io l a t ions  

by Tager, Darius and Englander were w i l l f u l .  I t  is  c l e a r  from the  

record t h a t  each of t h e  f i rms knew what i t  was doing but may have been 

unaware of the  f a c t  t h a t  i ts  a c t i v i t i e s  were i n  v i o l a t i o n  of the  

s t a t u t e s .  

33. Tager, i n  add i t ion ,  urges t h a t  cognizance be given t o  

the  f a c t  t h a t  he f u l l y  cooperated with the  s t a f f  of t h e  Commission 

dur ing  the course of the  inves t iga t ion  preceding the  commencement of 

t h e  i n s t a n t  proceeding. The Hearing Examiner g ives  due cons idera t ion  

t o  T a g e r f s  p leas  but f e e l s  t h a t  they do not outweigh t h e  ser iousness 

of t h e  w i l l f u l  v i o l a t i o n s  e s t ab l i shed  agains t  him. Tager was a c t i n g  a s  

-12/ Hughes v.S.E.C., 174 F.2d 969, 977 (C.A.D.C.1949); -Shuck v. S.E.C. 
264 F.2d 358 (C.A.D.C. 1958). 
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an underwriter and in order to aid in his distribution of the 

\\ 

Diversified stock he deliberately and knowingly sought to and was 


responsible for establishing a market when the distribution was in 


progress, suggested the prices to be quoted, on at least one occasion 


suggested an increase in the price of the said stock and made false 


representations to customers as to the existence of a market and 


failed to disclose his responsibility for creating such market and 


the manner in which it was maintained and on at least two occasions 


directed potential customers to Darius. Tager has demonstrated a 


lack of understanding of the responsibilities of a broker and dealer 


to deal fairly with customers and potential investors. The Hearing 


Examiner recommends that it is in the public interest and for the 


protection of investors to revoke the registration of ,?ager as a 


broker and dealer and that it be expelled from membership in the 


NASD 


34.  Darius further urges that apart from the fact that 

Leighton, its president, was never aware that the firm's activities 

were in violation of any of the statutes the public interest does not 

require revocation of its broker-dealer registration nor expulsion from 

the NASD in light of a small number of shares involved in the alleged 

violations and that since the stock at the time of the hearing was 

trading in excess of the price at which Darius sold, no fraud was 

perpetrated on investors. As previously noted, Leighton agreed to 




make a market i n  t h e  s e c u r i t i e s  and t h e r e a f t e r  l e f t  a l l  of t h e  d e t a i l s  

t o  h i s  employee, Schu l t z e .  H e  f a i l e d  t o  e x e r c i s e  any supe rv i s i on  over  

h i s  employee who was a c t i n g  as t r a d e r  f o r  t h e  D i v e r s i f i e d  s t ock  and 

though he knew t h a t  Tager was gu id ing  Schul tze  i n  connec t ion  w i th  t h e  

la t ter  i n  quo t i ng  p r i c e s  i n  t h e  p ink  s h e e t s  and t h a t  such p r i c e s  were 

be ing  fu rn i shed  by Tager he f a i l e d  t o  a p p r e c i a t e  t h a t  such a c t i o n s  

were con t r a ry  t o  t h e  maintenance of  a f r e e  and open market o r  t h a t  

absen t  d i s c l o s u r e  such a course  of conduct would ope ra t e2s s  a f r aud  
i 

and d e c e i t  on  i n v e s t o r s .  Dar ius  omi t ted  t o  d i s c l o s e  t o  i t s  customers 

t h a t  i t s  quoted p r i c e s  were r ece ived  from Tager.  These a c t i o n s  

demonstra te  t h e  l a c k  of  unders tanding of t h e  r e s p o n s i b i l i t y  of a broker  

and d e a l e r  i n  t h e  maintenance of a free and open market and t h e  r equ i r e -  

ments of d i s c l o s u r e  t o  p o t e n t i a l  i n v e s t o r s .  With r e s p e c t  t o  t h e  

argument t h a t  no f r a u d  was committed because no l o s s  was suf fe rdd  by 

i n v e s t o r s  t h e  Commission has  he ld  t h a t  i t  i s  unnecessary t o  show damage 

o r  l o s s  to ' inves to re  of  any s o r t  t o  e s t a b l i s h  a v i o l a t i o n  of S e c t i o n  

17 (a )  of t h e  S e c u r i t i e s  Act nor i s  i t  necessary t o  show such l o s s  

where a manipulat ion i n  v i o l a t i o n  of t h e  Exchange Act i s  e s t a b l i s h e d .  

Any p o s s i b l e  defense  based on t h e  f o r t u i t o u s  c i rcumstance t h a t  

supervening even t s ,  wholly ex t raneous  t o  a c t i v i t i e s  of a manipulator ,  

may have happened t o  save  i n v e s t o r s  from an  o v e r a l l  l o s s  i s  

untenable .  Russell Manuire & Company, I nc . ,  10 S.E.C. 332 (1941).  

The Hearing Examiner accord ing ly  recommends t h a t  i t  i s  i n  t h e  publ ic  

i n t e r e s t  and f o r  t h e  p r o t e c t i o n  of i n v e s t o r s  t o  revoke t h e  r e g i s t r a -  



tion of Darius as a broker and dealer, expel the firm from membership 


in the NASD and that Leighton and Schultze by reason of their 


participation in the violations as found be named a8 causes for such 


order of revocation and expulsion. 


35. With respect to Englander, it has been previously noted 


that Englander agreed to make a market in securities as a favor or 


courtesy to Tager. Englander, like Darius, failed to take appropriate 


measures to assure itself that Tager's distribution had in fact ceased 


or terminated. By inserting quotations in the sheets and increasing 


prices therein for wholly inadequate reasons approximately one-third 


of the time such quotations appeared in the sheets, it is the Hearing 


Examiner's belief that Englander failed to show an understanding of the 


duties and responsibilities of a broker and dealer in the maintenance 


of a free and open market. Englander also urges thet it made ngprofit 


as a result of its activities. Such argument merits no consideration 


since it implies that any effort or attempt to manipulate the market 


should be judged by financial success. Of primary concern, however, is 


the protection of investors. The determination of the existence of a 


violation of the anti-fraud and anti-manipulative rules of the 


Commission designed to afford protection to potential investors can not 


be gauged by any consideration as to whether brokers and dealers 


profited. Investors are entitled to the assurance that a free and open 


market exists and brokers and dealers who engage in activities inter- 


fering with such a market demonstrate a lack of appreciation 3f their 


responsibilities to unwary investors and should not be permitted to 


continue in business. The Hearing Examiner recommends that the broker- 




dealer registration of Englander be revoked, that it be expelled 


from the NASD and that Rosenbaum be n&ed as a cause of such order 


of revocation and expulsion. 


Hotions to Dismiss 


Each of the persons named in the Conmission's order moved 


to dismiss the proceedings on the ground that the Division failed to 


make out a prima facie case of wrongf ul action within the meaning 


of statutes, rules and regulations specified in the aforesaid order 


and on the further ground that there was no proof of the violations 


as charged. Decision on the motions was reserved. In view of the 


Hearing Examiner's findings of willful violations the motions to 


dismiss are denied. 


Recommendation 


In view of the willful villations found it is respectEully 


recommended that the Conmission enter an order finding it is in the 


public interest and for the protection to investors to revoke the 


registrations of Tager, Darius and Englander as brokers and dealers 


and expel them from membership in the NASD. It is further recommended 


that the Commission also find that Leighton, Schultze and Rosenboum 


willfully participated in, or aided and abetted in the willful viola- 


tions of the above designated provision of the Securities Act and 


the Exchange Act and the respective rules thereunder and that such 




i nd iv idua l s  were each a cause of such order  of revocat ion and 
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expulsion.  
I 

Respectful ly submitted, .I 

To the  e x t e n t  t h a t  proposed f ind ings  and conclusions submitted 
by t h e  Divis ion  of Trading and Exchanges, Tager, Englander and 
Rosenbaum and b r i e f s  submitted by Darius and Schultze a r e  i n  
accord with t h e  views expressed he re in  they a r e  sus ta ined  and 
t o  the  ex ten t  they a r e  incone i s t en t  therewith they a r e  expressly 
overruled.  

Washington, D. C. 
January 25, 1963 


