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UNITED STATES OF AMERICA
Before the

SECURITIES AND EXCHANGE COMMISSION

September 29, 2011

"Inre

BB Liquidation Inc., ' : ORDER OF SUSPENSION
: OF TRADING
File No. 500-1 :

It appears to the Securiﬁgs and Exchange Commission that there is a lack of current and
accurate informétion concerning the securities of BB Liquidation Inc. bécause of assertions 1n
third-party press releases to investors concerning, among othér things, the company’s current
financial condition and.business prospects.

The Commission is of the opinion that the public interest and the protection of imvestors
require a suspension of trading in the ,securities of the company listed above.

Therefore, it is ordered, pursuant to Section 12(k) éf the Securities Exchan_ge‘Act of
1934, that trading in the securifies of the (.:ompanyllisted above is suspended for the period from
9:30 a.m. EDT, September 29, 2011, through 11:59'p.m. EDT, on October 12, 2011._

"By the Commission. ¢
- A7)
Elizabeth M. Murphy
Secretary
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UNITED STATES OF AMERICA
-‘Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66886 / May 1, 2012

ADMINISTRATIVE PROCEEDING -
File No. 3-14861

In the Matter of . '
ORDER INSTITUTING ADMINISTRATIVE
TMST, INC.,, PROCEEDINGS PURSUANT TO SECTION
12(j) OF THE SECURITIES EXCHANGE ACT
Respondent. OF 1934, MAKING FINDINGS, AND

' REVOKING REGISTRATION OF
SECURITIES

I

~ The Securities and Exchange Commission (“Commission™) deems it necessary
and appropriate for the protection of investors that proceedings be, and hereby are,
instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act™), against TMST, Inc. ( “TMST” or “Respondent”).

|

In anticipation of the institution of these proceedings, Respondent has submitted
an Offer of Settlement (the “Offer”) which the Commission has determined to accept.
Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party, and without admitting
or denying the findings herein, except as to the Commission’s jurisdiction over it and the
subject matter of these proceedings, Respondent consents to the entry of this Order

~ Instituting Administrative Proceedings Pursuant to Section 12(j) of the Securities

Exchange Act of 1934, Making Findings, and Revoking Registration of Securities
(“Order™), as set forth below.

II1.
On the basis of this Order and Respondent’s Offer, the Commission finds that:
A TMST, formerly known as Thornburg Mortgage, Inc., is a Maryland
corporation whose former principal place of business was in Santa Fe, New Mexico.

Prior to filing for Chapter 11 bankruptcy on May 1, 2009, TMST was a single-family
remdcntlal mortgage lender focused pnmarlly on the jumbo and super-jumbo segment of

of ﬂ’
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the adjustable rate mortgage market. During the relevant period, TMST was a reporting
company that had five classes of securities, consisting of common and preferred stock,
registered with the Commission under Section 12(b) of the Exchange Act. TMST’s
common stock was listed on the New York Stock Exchange (“NYSE”) under the ticker
symbol “TMA.” The NYSE suspended trading in TMST’s common stock on December
5, 2008, and filed a Form 25 on January 15, 2009, which delisted the common stock
effective January 26, 2009, due to its failure to maintain the NYSE’s listing standard of a
closing price of $1.00 or more, and deregistered it from Section 12(b) effective April 15,
2009. The NYSE suspended trading in TMST’s four classes of preferred stock on
November 20, 2008, and delisted them effective December 12, 2008 for the same reason.
Since deregistration from Section 12(b), TMST’s securities have been deemed registered
under Section 12(g) pursuant to Rule 12g-2. TMST’s common stock is currently quoted
on the “Pink Sheets” disseminated by Pink Sheets LLC under the symbol “THMRQ.”
TMST’s preferred stock is currently quoted on the “Pink Sheets” under the symbols
“THMMQ,” “THMOQ,” “THMPQ,” and “THNMQ.” TMST’s most recent Form 10-K
reflected 5,669 shareholders of record as of February 15, 2008. Since filing for Chapter
11 bankruptcy on May 1, 2009, TMST has filed Forms 8-K with the Commission
incorporating the monthly operating reports it files with the United States Bankruptcy
Court for the District of Maryland. :

- B. TMST has failed to comply with Section 13(a) of the Exchange Act and
Rules 13a-1 and 13a-13 thereunder, while its stock was registered with the Commission

" in that it has not filed an' Annual Report on Form 10-K since March 11, 2008 or periodic

or quarterly reports on Form 10-Q for any fiscal period subsequent to its fiscal quarter
ending September 30, 2008. :

IV.
Section 12(j) of the Exchange Act provides as follows:

The Commission is authorized, by order, as it deems necessary or appropriate for
the protection of investors to deny, to suspend the effective date of, to suspend for a period
not exceeding twelve months, or to revoke the registration of a security, if the Commission
finds, on the record after notice and opportunity for hearing, that the issuer of such security
has failed to comply with any provision of this title or the rules and regulations thereunder.
No member of a national securities exchange, broker, or dealer shall make use of the mails
or any means or instrumentality of interstate commerce to effect any transaction in, or to
induce the purchase or sale of, any security the registration of which has been and is
suspended or revoked pursuant to the preceding sentence.

In view of the foregoing, the Commission finds that it is necessary and appropriate
for the protection of investors to impose the sanction specified in Respondent’s Offer.




[x]

Accordingly, it is hereby ORDERED, pursuant to Section 12(j) of the Exchange
Act, that registration of each class of Respondent’s securities registered pursuant to Section
12 of the Exchange Act be, and hereby is, revoked.

By the Commission.

Elizabeth M. Murphy
Secretary

ill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 9317 / May 1, 2012

SECURITIES EXCHANGE ACT OF 1934
Release No. 66892 / May 1, 2012

INVESTMENT COMPANY ACT OF 1940
Release No. 30058 / May 1, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14862

In the Matter of

MIGUEL A. FERRER, and
CARLOS J. ORTIZ,

Respondents. -

I

ORDER INSTITUTING
ADMINISTRATIVE AND CEASE-AND-
DESIST PROCEEDINGS PURSUANT
TO SECTION 8A OF THE SECURITIES
ACT OF 1933, SECTIONS 15(b) AND
21C OF THE SECURITIES EXCHANGE
ACT OF 1934, AND SECTION 9(b) OF
THE INVESTMENT COMPANY ACT
OF 1940

The Securities and Exchange Commission (“Commission”) deems it appropriate
and in the public interest that public administrative and cease-and-desist proceedings be,
and hereby are, instituted pursuant to Section 8A of the Securities Act of 1933 (“Securities
Act”), Sections 15(b) and 21C of the Securities Exchange Act of 1934 (“Exchange Act”),
and Section 9(b) of the Investment Company Act of 1940 (“Investment Company Act™),
against Miguel A. Ferrer (“Ferrer”) and Carlos J. Ortiz (“Ortiz”) (collectively

“Respondents™).

IL

T

Afler an investigation, the Division of Enforcement alleges that:
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A.  SUMMARY

1. This case concerns the significant roles Ferrer and Ortiz played in ,
misleading thousands of customers of UBS Financial Services Inc. of Puerto Rico (“UBS
PR”) into buying and holding hundreds of millions of dollars in UBS PR-affiliated, non-
exchange-traded closed-end funds (“CEFs”) in 2008 and 2009.

2. Ferrer, UBS PR’s senior officer in Puerto Rico, and Ortiz, in charge of UBS
PR’s CEF trading desk, touted the CEFs as safe investments with high, stable prices and
which yielded consistently higher returns than similar funds. They also promoted the
liquidity of the CEFs in a supposedly robust secondary market in which investors could sell
their shares for income if necessary. '

3. However, Ferrer, Ortiz, and UBS PR misrepresented and did not disclose
numerous material facts about the CEFs. For example, the Respondents falsely claimed
CEF prices were based on market forces such as supply and demand. In reality, however,
as Ferrer and Ortiz knew, prices were set under Ortiz’s direction solely at the discretion of
UBS PR’s trading desk, which used them as a means of keeping the investment attractive.
Furthermore, Ferrer and Ortiz did not disclose that UBS PR, as the dominant CEF broker-
dealer, controlled the secondary market. In truth, any secondary market sales investors
wanted to make depended largely on UBS PR’s ability to solicit additional customers or its '
willingness to purchase shares into its inventory.

4, To prevent a collapse of the CEF market, UBS PR (under the direction of
Ferrer and Ortiz) for much of 2008 purchased millions of dollars of CEF shares into its
own inventory to create the appearance of liquidity, prop up prices, and maintain stable
dividend yields — thus promoting the fagade of a safe, secure market.

5. Ferrer and Ortiz were well aware throughout 2008 that investor demand was
dropping and UBS PR was propping up the market. But Ferrer nonetheless repeatedly
pumped CEF sales and misrepresented the nature and liquidity of the CEF market, both
directly to investors and to UBS PR’s financial advisors, who repeated those misstatements
to customers.

6. By the spring of 2009, UBS.PR’s parent company determined that UBS
PR’s growing inventory represented a significant financial risk to the firm. The parent’s
senior executives ordered UBS PR to quickly and substantially reduce its inventory of CEF
shares. With Ferrer’s knowledge and under Ortiz’s supervision, UBS PR orchestrated a
scheme in which it dumped about $35 million, or 75 percent, of UBS PR’s inventory of
CEF shares on unsuspecting investors.

7. To accomplish the scheme, Ortiz executed a plan, dubbed “Objective: Soft
Landing” in one memo, in which UBS PR routinely offered and sold its CEF shares by
undercutting pending customer sell orders. This effectively wiped those orders off the
books, prevented customers from selling, and enriched UBS PR at its customers’ expense.




Ferrer knew full well this scheme would cause investors huge losses, a fact he
communicated to UBS PR’s parent company executives.

8. Despite this knowledge, Ferrer stepped up his campaign to tout CEF sales.
He pushed financial advisors to solicit sales of CEFs and helped arrange for certain Funds
to repurchase millions of dollars of newer CEF shares from customers 50 UBS PR could
sell them shares from its aged inventory.

9. By September 2009, UBS PR’s customers had lost approximately $500
million, or 10-15 percent, off the vatue of their CEF holdings.

B. RESPONDENTS

10. Ferrer, 73, was UBS PR’s Chairman and CEO from 2003 until October
2009, when UBS PR temporarily terminated him. The firm then re-hired him three months
later as its Vice Chairman. Ferrer holds Series 1, 4, 5, 40 and 65 securities licenses and has
no disciplinary history. The same group of UBS PR executives, headed by Ferrer during
the relevant time period, controlled the CEFs’ regular broker-dealer and principal
underwriter (UBS PR), the CEFs’ investment adviser and asset manager (UBS Trust
Company of Puerto Rico) and all 23 CEF companies.

11.  Ortiz, 51, has been UBS PR’s Managing Director of Capital Markets since
2005. Among other things, he supervises the firm’s CEF trading desk. Ortiz holds Series
7,24, 53, and 55 securities licenses and has no disciplinary history.

C. RELEVANT ENTITIES

12. UBS PR, a Puerto Rico corporation with its principal place of business in
Hato Rey, Puerto Rico, is a broker-dealer registered with the Commission since 1982. UBS
PR is the largest broker-dealer in Puerto Rico, with about 49 percent of total retail
brokerage assets. The firm employs about 230 registered representatives (“financial
advisors™) and has 26 branch offices throughout Puerto Rico.

13.  UBS Trust Company of Puerto Rico is an unregistered entity that shares
offices and personnel with UBS PR, and serves as the investment adviser, administrator,
transfer agent and custodian for the CEFs. The CEFs are exempt from Commission
registration under the U.S. Territories exemption from § 6(a)(1) of the Investment
Company Act of 1940. The same group of UBS PR executives, headed by Ferrer during
the relevant time period, controlled the CEFs’ regular broker-dealer and principal
underwriter (UBS PR), the CEFs’ investment adviser and asset manager (UBS Trust
Company) and all 23 CEF companies. :

14.  UBS Financial Services, Inc. (‘UBSFS”) is the parent company of UBS PR.
UBSFS is a Delaware corporation with its principal places of business in New York, New
York and Weehawken, New Jersey. UBSFS is a wholly-owned subsidiary of UBS AG, a
foreign private issuer based in Switzerland. UBSFS is registered with the Commission.




D. UBS PR’s MARKETING AND SALES OF CEFS

15.  Since 1995, UBS PR has been the primary underwriter and sole manager of
fourteen separately organized closed-end fund companies’ CEFs with a total market
capitalization of $4 billion, and co-manager of nine closed-end fund companies’ CEFs with
more than $1 billion in total market capitalization. The CEFs are not traded on an
exchange or quoted on any quotation service, and are available only to Puerto Rico
residents. The majority of the CEFs’ holdings are Puerto Rico municipal bonds, a
substantial amount of which UBS PR underwrote. UBS PR has been the only secondary
market dealer or liquidity provider for the sole-managed Funds and the dominant dealer for
several co-managed CEFs, and has effectively controlled the secondary market for all
CEFs.

16.  The CEF business was UBS PR’s largest single source of revenue. For
example, between 2004 and 2008, the CEF business generated 50 percent of annual total
revenues. for UBS PR and UBS Trust Company combined, which included Fund advisory
and administration fees, and primary and secondary market sales commissions. During
2008 alone, UBS PR’s CEF business produced $94.5 million in revenue for the firm.

17.  Ferrer had a direct financial interest in the CEFs performing well. Ferrer’s
compensation was based on UBS PR’s revenue, which were closely tied to the CEFs
success or failure. Although Ortiz did not directly receive any proceeds from CEF sales,
his compensation was based in part on the performance of UBS PR, which derived much of

its revenue from the CEFs.

18.  Furthermore, Ferrer controlled all important aspects of UBS PR’s CEF
business during 2008 and 2009. As UBS PR’s CEO and Chairman, Ferrer controlled the
CEFs broker-dealer and principal underwriter. He also controlled each of the twenty-three
CEF companies. In addition, as CEO of UBS Trust Company, Ferrer controlled the CEFs’
investment adviser, administrator, transfer agent and custodian for the CEFs. y

19.  UBS PR marketed CEFs primarily to retail customers. Many CEF investors
were seniors and retirees, and a number of them depended on monthly dividend income
from the CEFs to supplement their payments from Social Security. UBS PR’s network of
financial advisors aggressively solicited customers to buy CEF shares, particularly as
demand for the shares dropped during 2008 and 2009 and Ferrer pushed the financial
advisors to solicit buyers. During UBS PR’s inventory dump, the firm solicited as much as
95% of CEF sales.

20.  Financial advisors also promoted UBS PR’s undocumented dividend
reinvestment program. According to Ferrer and other UBS PR principals, this was the
CEFs’ primary selling point. Under this word-of-mouth monthly program, investors could
elect to receive dividend reinvestment shares — issued by the CEF's at the Net Asset Value
of the Funds (“NAV”") — and immediately sell them back to UBS PR at the then-existing

market price, earning premiums of up to 45 percent. This program was highly attractive to




CEF shares. Ferrer referred to the additional returns investors could get as the

. . many of UBS PR’s senior and retiree customers, who depended on the income from their
“reinvestment kicker.”

E. FERRER AND ORTIZ MISREPRESENTED AND OMITTED
DISCLOSING MATERIAL FACTS ABOUT THE CEFs’ PRICES AND

LIQUIDITY
i) Misrepresentations About CEF Prices
91.  Consistent and stable share prices above the Funds’ respective NAVs were

crucial to the success of CEF sales for several reasons. Elderly investors in the Funds were
looking for stable, consistently-priced investments to protect their retirement savings and
income. In addition, the success of the undocumented dividend reinvestment program was
dependent on UBS PR maintaining high share prices relative to the Funds’ NAVs so when
investors received additional shares each month at NAV prices, they could immediately sell
the shares at the higher market prices to UBS and earn an instant profit.

22.  As aresult, Ferrer and Ortiz ensured that throughout 2008 and early 2009,
CEF prices remained high and changed little. UBS PR had no substantive written or
formal CEF pricing procedures or guidelines during this time. The process was left to the
_ discretion of Ortiz, as the head of the CEF trading desk, and the CEF Head Trader. At

the direction of Ortiz, and with Ferrer’s knowledge, UBS PR priced CEFs to achieve

. stability and reduce volatility. For example, from May to October 2008, the Head Trader,
at Ortiz’s direction, re-priced the CEFs only one or two times a month. Their
predominant goal was not to find an objective market price, but to achieve high and
stable CEF prices and what they termed “appropriate” yields for each Fund class. UBS
PR also used its CEF inventory account to purchase shares for which it could not find
customers to keep prices at consistently high premiums to the Funds’ NAVs.

23. At the same time, howev.er, Ferrer, and Ortiz consistently misled customers
and UBS PR financial advisors by representing that market forces such as supply and
demand determined CEF prices.

24, For example, UBS PR paid the Puerto Rico daily newspaper El Vocero to
publish CEF prices in the paper’s business section. Each week, beginning in October 2008
and continuing through ‘September 2009, the trading desk transmitted the share prices Ortiz
had set to the newspaper for publication. The newspaper simply listed CEF share “prices.”
This was misleading because UBS PR omitted to disclose in the listings that the prices
represented-only what UBS PR and Ortiz termed “indicative” prices. Indicative prices
were simply what UBS PR and Ortiz thought the prices should be, but did not represent
any commitment by UBS PR to buy or sell at that price.

25, The CEF share prices contained in UBS PR customers’ monthly account
statements were similarly misleading. Ortiz was aware that each month, a trader he
. supervised transmitted the CEF share prices he set to UBSFS to be included as “market




values™ in customers’ account statements each month. As with the newspaper prices, these
were simply prices Ortiz thought they should be, not true market prices.

i) Misrepresentations About CEF Liquidity

26.  Ortiz also misrepresented the liquidity of the CEFs in the secondary market
in 2008 and 2009. As 2008 progressed, Ortiz became increasingly aware that the supply
of CEF shares far outstripped demand, leading to an illiquid market. Nonetheless, as Ferrer
knew, Ortiz repeatedly petitioned UBSFS to increase the firm’s inventory limits so UBS
PR could purchase additional CEF shares into inventory and maintain the illusion of a
liquid market.

27. At the same time, Ferrer repeatedly pushed financial advisors to solicit new
customers while touting the purported strong market for the Funds. During this period,
Ferrer failed to disclose to financial advisors or investors the increasing imbalance in the
secondary market for CEF shares, or that the secondary market liquidity he repeatedly
promoted was due to UBS PR’s inventory purchases, and not to an active, independent
market for the shares.

iii)  The 2008-09 Price And Liquidity Crisis

28.  As early as May 2008, Ortiz noted a serious “supply and demand
imbalance” in the CEF secondary market because customers were placing sell orders in
increasing numbers.

29. By May 16, 2008, Ortiz, Ferrer and other UBS PR executives knew UBS
PR had $37 million of CEF shares in its inventory, $7 million above its limit. In addition,
there were $16 million in unexecuted customer orders to sell shares at prices lower than
UBS PR’s bid. Ortiz acknowledged in an email to senior executives the trading desk either
had to execute these customer orders or lower the bid price of the Funds.

30.  However, Ortiz would not agree to price the CEF shares in line with actual
supply and demand. He told UBSFS’ Chief Risk Officer UBS PR did not want to decrease
Fund prices. Instead, UBS PR for the next several months continued to ask UBSFS for
increased inventory limits. UBSFS granted these requests and allowed UBS PR to increase
its inventory of CEFs by millions of dollars. ‘

31.  Furthermore, Ortiz made only small changes to CEF share prices during this
period, approximately once or twice a month. As UBS PR’s CEF inventory grew from
May through August 2008, Ortiz did not change prices for nine CEFs on any trading day.
For other CEFs, he changed the price at most on five trading days over four months. For
example, UBS PR’s trading desk quoted the same $9.65 per-share price for the $460
million PR Fixed Income Fund I from May to August, even with $5.7 million shares of that
Fund in inventory, a declining NAV, and changing dividend rates. From May to December
. 2008, Ortiz changed the price of that Fund only once.




32.  Ortiz ensured other CEFs saw similarly unchanging prices during 2008. On
every trading day from May to August 2008, UBS PR’s desk quoted the same $9.90 per-
share price for the PR Investors Tax-Free Fund I (a fund with a purported $120 million
market value)} and only changed the price of that fund on three trading days through
December 2008, even with UBS PR’s share inventory rising to $3 million. For another
$460 million fund — the PR Fixed Income Fund IV — Ortiz kept the share prices between
$9.60 and $9.70 every day from May through December.

_ 33.  Ferrer knew UBS PR set CEF share prices to maintain a consistent yield.

He also knew prices were both at a premium to NAV and atypically high compared with
comparable closed-end funds. These unchanging and consistently high prices in the face of
declining NAVs, reduced customer demand, and other unfavorable market conditions were
in marked contrast to the representations by Ferrer and others at UBS PR that market forces
determined CEF share prices.

34.  UBS PR attempted to generate customer demand by promoting the CEFs at
a UBS PR Investor Conference in June 2008. Ferrer hosted the conference, at which a
UBS PR managing director touted the CEFs’ extraordinary market returns and low risk and
volatility, but failed to disclose the share prices and liquidity depended largely on UBS
PR’s willingness to purchase CEF shares into inventory.

35. After the Investor Conference, Ortiz directed the CEF Head Trader to
develop sales stories for brokers, focusing on promoting and selling CEFs with the greatest
inventory levels. Ortiz told the trader to inform the sales force the CEF desk was willing to
help push sales of Funds with the highest inventory levels by reducing the typical five-cent-
per-share markup the desk received on sales. But he cautioned the trader not to put this
information in an email so as not to unduly alarm the entire sales force. The trader, in fact,
held a meeting with the financial advisors to explain why they should promote certain
funds to customers — not telling them the funds he was pushing were those with the highest
inventory levels.

36. By August 2008, Ferrer and Ortiz knew customer demand for CEF shares
was further ebbing. On August 12, UBS PR’s Group Management Board, including Ferrer
and Ortiz, met. Among other things, the board discussed the “market drag,” “product
fatigue,” and “weak secondary market” for CEF shares. Ferrer expressed his uneasiness to
the board that financial advisors were concerned about the concentration of customers’

investments in CEFs and about not being able to sell new CEF offerings.

37.  After the board meeting, Ferrer directed his subordinates to boost investor
demand for CEF shares. On August 29, he told UBS PR executives “[i]t is clear to me that
we have to ‘fix’ this.” He ordered them to “generate a story for each Fund” that the
financial advisors could use to: increase sales; facilitate large cross trades between
customers; and work with the traders to coordinate bids and offers.

38.  Ferrer also directed Ortiz’s Capital Markets group to create a CEF _
“Wholesaler” and “Facilitator” to move excess CEF inventory. Ferrer emphasized the need




to immediately solve the liquidity issues in the CEF markets because he feared “apathy in
the Funds.” He also made a thinly veiled threat to Ortiz: if there were not sufficient sales of
CEFs, there would not be any need for a CEF desk. '

39.  Notwithstanding his knowledge of the weak demand for CEF shares in the
secondary market and UBS PR’s increasing use of inventory to support and stabilize the
CEF market, Ferrer repeatedly misled UBS PR’s financial advisors throughout the fall of
2008 into continuing to promote CEF sales. In email after email, he repeatedly misstated
the strength, stability and liquidity of the CEF market. Ferrer also directed Ortiz to create
investor demand for the CEFs. :

40.  For example, on September 18, 2008, Ferrer told financial advisors “[i]n the
midst of all the turmoil [of the then-ongoing financial crisis], I note the superior
performance of our local funds. ... [Y]ou should look at these for clients searching for low
volatility and respectable returns.” (emphasis in original). On September 30, Ferrer sent
another email to “note our Funds did not budge in the midst of all the bad news yesterday?
Their low volatility . . . [is] a “great reason to consider them as a timely investment. Plus
their returns are superior!” (emphasis in original). On October 9, 2008, Ferrer emailed
financial advisors to “keep in mind that local investors have side stepped the wrath of the
marketplace and have been enjoying superior returns from our Funds.”

41.  Ferrer did not disclose to the financial advisors the liquidity problems the
CEFs were having because of weakening demand, or that the high, stable CEF prices were
being maintained only because UBS PR was buying millions worth of CEF shares into its
inventory..

42. During this period, UBS PR’s financial advisors, at Ferrer’s insistence, also
heavily promoted two new primary CEF offerings totaling $66 million. The two funds
were Puerto Rico Fixed Income Fund VI, Inc. and Puerto Rico AAA Portfolio Bond Fund
11, Inc. UBS PR underwrote both offerings. New offerings meant additional broker-dealer
commissions and asset management fees. Primary offerings of new CEFs benefited Ferrer
personally because his compensation was based on revenue performance of UBS PR, UBS
Trust Company, and the CEF companies.

43. For example, even though he knew about the CEF market’s illiquidity,
Ferrer sent an e-mail to UBS PR’s financial advisors on September 10, 2008 in an effort to
dispel their concerns about the potential impact of the two planned CEF issues on share
prices and the liquidity of the secondary market: -

“Not to worry!!! No one should feel discomfort for our opening new Fund
opportunities; because the local marketplace [is] in a very rapid
consolidation... We have put in place a growth strategy in a consolidating
market! It is bold, but it is right. This move should have little direct effect
on secondary market activity, and if any, a positive one.” (emphasis in
original).




44.  Justa few days earlier, Ferrer privately told other UBS PR executives he
was directing UBS PR’s Investment Banking department to move forward with the primary
offerings regardless of UBS PR’s high CEF inventory holdings, stating: “I want these [two
primary offerings] to happen right away. I do not want to keep postponing new availability
for reasons of inventory, no way!” (emphasis in original}

45. At Ferrer's direction, UBS PR’s Investment Banking department made a
presentation to financial advisors in connection with the new CEF offerings. At this
presentation, senior investment bankers told financial advisors that customers should invest
in the new funds because, among other things, “[fJund inventory levels are low, trading
volumes are at all-time high (annualized), and prices/yiclds are aligned with current market
conditions.” These statements were patently false given the record high inventory levels,
waning customer demand, and artificially high prices of the CEF shares.

46.  In the two weeks before the primary offerings, which began on September
30, Ferrer sent several e-mails to UBS PR’s sales force urging financial advisors to
recommend the new issues for their customers’ accounts, including the following:

¢ Financial Advisors: There is a certain comfort in owning our Funds; low
volatility, attractive returns (in fact very attractive). Conclusion: Worth
Considering!!! Look at Fund VI...; it will presently provide good yields.

e Financial Advisors: It is our expectation that due to particular and
favorable circumstances, Fund VI will promptly show attractive returns. I
urge you to focus your efforts in what we expect will have stellar

- performance.

47, Ferrer failed to disclose to financial advisors that: (1) secondary markets for
CEFs were illiquid; and (2) UBS PR routinely acquired CEFs for its inventory and
supported CEF market prices and liquidity to prevent price declines and maintain yields.

48.  Ortiz misrepresented material information to the financial advisors during
this same time. For the entire month leading up to the new offerings, Ortiz concealed UBS
PR’s ballooning inventory from the financial advisors. He directed the Head Trader to alter
the daily CEF inventory sheets sent to financial advisors to reflect a maximum of 50,000
shares per Fund, rather than the actual number of shares the firm owned. By understating
UBS PR’s inventory of CEFs by approximately $30 million during the primary offerings,
Ortiz and UBS PR misled the financial advisors and investors about the health of the
secondary market for CEFs and the availability of CEF shares trading at lower prices with
higher yields.

49. Ultimately more than 600 investors purchased shares in the primary .
offerings. But their purchases did not fix UBS PR’s secondary market illiquidity problem.
UBS PR continued to purchase shares into inventory throughout the fall of 2008 and early
2009, often to buttress the undocumented dividend reinvestment program. Ferrer and Ortiz
worried that if UBS PR denied CEF investors their monthly dividend reinvestment check,




they would complain and hurt demand for the shares. Therefore, the CEF trading desk
gave preference to executing reinvestment share orders over the backlog of other
customers’ sell orders, even when executing the reinvestment share sales put UBS PR over
its inventory limit.

50.  To accommodate these reinvestment share purchases, UBS PR asked for
and received permission from UBSFS to increase its inventory to as high as $50 million.

51.  In December 2008, UBS PR had exceeded its $50 million CEF inventory
Jimit. The Head Trader assured UBSFS’ risk officer the trading desk “will revise prices
tomorrow to bring the inventory down to the SOMM limit.” Ortiz then directed his traders
. to “price to sell” all aged inventory holdings by pricing each class of CEF to achieve
certain yields. After financial advisors complained about the desk manipulating CEF
prices, Ferrer instructed Ortiz to meet with the sales force to reassure them and promote
additional CEF sales by providing “appropriate justifications™ for the price changes and
make them “believe” in the Funds. : ‘

F. UBS PR DUMPED ITS CEF INVENTORY BY LOWERING SHARE
PRICES TO UNDERCUT ITS CUSTOMERS’ SELL ORDERS

i UBSFS Orders UBS To Reduce Inventory

52.  In February and March 2009, UBS PR’s persistently high CEF inventory
levels and the CEF shares’ significant price premiums over NAV began to raise concerns at
the highest levels.of UBSFES.

53. In March, Ortiz emailed a number of UBSFS executives seeking a
temporary increase of inventory levels from $50 to $55 million to buy customers’
reinvestment shares. Ferrer was copied on the email. The email explained the reason for
the request was because of the supply and demand imbalance in the CEF market.

54.  On March 19, UBSFS’ Chief Risk Officer rejected the request and told
Ortiz to begin reducing inventory levels from about $50 million to the historical limit of
$30 million. UBS PR executives told UBSFS’ Head, Wealth Management Advisor Group
(“Head of WMAG”) that UBS PR would correct the market imbalance by increasing
demand using its sales force. UBS PR’s president added if that strategy failed, UBSPR
would use “the ultimate weapon [of] aggressive use of pricing to bring balance back to the
market. . ..”

55. Over the next several weeks, UBSFS senior executives continued to discuss
their concerns about the supply and demand imbalance in the CEF secondary market and
UBS PR’s large CEF inventory. A review by UBSFS’ Risk Control Group and
Compliance Department of UBS PR’s CEF pricing methods for both NAV and market
value concluded:
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e UBS PR was the sole CEF liquidity provider;

e TURBS PR had to reduce its CEF inventory to limit its risk exposure and
“promote more rational pricing and more clarity to clients . . .[so] prices
transparently develop based on supply and demand;” and :

e UBS PR ran a significant concentration risk that was inherent to the CEF
business, which could not “effectively be reduced.”

56.  UBSFS’ Risk Control Committee mandated further reductions to inventory
limits as a result of this review. On May 29, 2009, UBSFS’ Chief Risk Officer sent Ortiz.
an email ordering UBS PR to further reduce its CEF inventory to $12 million. The risk
officer’s email was forwarded to Ferrer that same day. ' :

57.  Inresponse, Ortiz made a presentation to UBSFS’ Executive Committee in
June 2009 in which he described UBS PR’s strategy to reduce its inventory and bring
prices in-line with NAVs as “Objective: Soft Landing.” Ina subsequent email to .
members of UBSFS’ Executive Committee and Ferrer, Ortiz described the firm’s strategy
as: “l. [plurchasing from clients the minimum amount of shares possible,” and “2.
[[Jowering our price to keep ahead of any client open orders in terms of lowest offer price
in the market,” effectively undercutting UBS PR customer orders.

58. Over the course of the next few months, Ortiz and UBS PR, with Ferrer’s
assistance, pursued this strategy to execute UBSFS’ directive and dramatically reduce its
inventory by:

o Lowering CEF prices just enough to undercut the pending customer sell orders
in UBS PR’s Good-Til Canceled (“GTC”) order book;

e Not executing tens of millions of customer sell orders, and buying into
inventory only dividend reinvestment shares;

e Aggressively soliciting new and existing customers to buy CEF shares without
disclosing UBS PR’s decision to drastically reduce its inventory by lowering
CEF share prices to undercut customer orders; and

¢ Arranging for the affiliated CEF companies to repurchase newly issued CEF
shares from customers so UBS PR could sell them CEF shares from the firm’s
aged inventory.

59. By the end of the inventory reduction in September 2009, UBS PR had
lowered CEF share prices by up to 15 percent. Many investors who tried to sell incurred
additional losses as they waited days, weeks, and even months before UBS PR executed
their sell orders. Many orders were never executed.
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ii) Ortiz And UBS PR Schemed To Dump The Firm’s Inventory By
Undercutting Pending Customer Sell Orders

60. UBS PR and Ortiz capitalized on the firm’s control of the secondary market
and inside access to order information to execute a scheme to dump UBS PR’s CEF
inventory ahead of a growing wave of customers attempting to exit the CEF market. UBS
PR’s trading desk reduced its inventory by selling CEF shares at prices slightly below
pending customer limit orders. Ortiz and the Head Trader discouraged financial advisors
from placing market orders by telling them customers might not receive the best execution
price. Inreality, UBS PR and Ortiz were strongly discouraging market orders because
UBS PR had to execute those orders before it could reduce its own positions.

61.  Customers (the majority of whom were unsophisticated retail investors} did
not know the difference between market and limit orders. To comply with the trading
desk’s directives, the financial advisors placed the vast majority of sell ordets as limit
orders, except in the case of dividend reinvestment shares.

62. UBS PR’s trading policy directed the firm to treat “marketable” limit
orders, i.e., orders at or better than UBS PR’s bid prices, like market orders. However,
commencing in March 2009, Ortiz directed the Head Trader to regularly wipe pending
marketable limit orders off the GTC book by reducing CEF prices to pennies below the
customers’ pending sales orders. This allowed UBS PR to sell its inventory first.

63. For example, on March 3, 2009, UBS PR sent its GTC book to the sales
force showing $16 million in marketable, unexecuted customer sell orders. That day, Ortiz
instructed the Head Trader to “prepare a pricing where we eliminate the marketable GTC
[customer] orders . . . This is top priority.” :

64. A few hours later, the Head Trader lowered market prices of 15 of the funds
to a penny below the best customer orders, rendering $14 million of customer orders “non-
marketable.” The GTC book the CEF trading desk sent to financial advisors on March 4
reflected a much smaller number, only $2 million, of pending marketable sales orders.

i) Ferrer and Ortiz Failed To Disclose UBS PR ’s Conflicts Of Interest
Associated With the Inventory Dump to New Or Existing CEF Invesiors

65.  Ferrer and Ortiz did not disclose to UBS PR’s customers or financial
advisors that UBS PR was no longer supporting the CEF market, or the firm’s new CEF
pricing strategy to undercut customers’ limit orders and sell UBS PR’s shares first.

66.  Ferrer and Ortiz also failed to disclose the conflict of interest created by
recommending CEFs to investors while dumping the firm’s own shares. UBS PR
continued to accept sell limit orders from customers without disclosing the direct conflict
of interest created by UBS PR’s new practice of purchasing few, if any, CEF shares, or
undercutting customer orders to liquidate UBS PR’s own inventory position. Once UBS
PR chose to accept limit orders on behalf of their customers, UBS PR acted as agent for
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those customers, and had a fiduciary duty to disclose conflicts of interest relevant to
handling those orders.

67. UBS PR’s conflicts of interest with its customers were exacerbated because
the firm controlled the market for the CEFs, and investors could not go to another broker-
dealer to sell their CEF shares. Customers had to compete with UBS PR to sell shares in a
market UBS PR dominated and controlled. Many of UBS PR’s customers attempting to
sell CEF shares during this time were senior, unsophisticated retail investors who had
substantial amounts of their net worth concentrated in the CEFs.

68.  Ferrer and Ortiz, knew their and UBS PR’s actions would have a negative
impact on customers and the CEF market. However, they nonetheless took actions they
knew would harm investors to reduce the risk to UBS PR and UBSFS of holding too many
CEF shares. Ferter and Ortiz put UBS PR’s interests ahead of customers’, dumped UBS
PR’s CEF shares, and let the customers take the losses they knew would follow.

iv) While UBS PR Was Dumping Its Inventory, Ferrer And Ortiz Pushed
Financial Advisors To Boost Demand For CEF Shares

69. OnMarch 31 , 2009, UBS PR and Ortiz made misrepresentations and '
omissions to thousands of customers at a UBS PR Investor Conference about the CEFs’
superior returns and consistent liquidity levels.

70.  Before the conference, Ferrer urged UBS PR’s sales force to “call your
clients, [because] the information presented will offer comfort to holders of Puerto Rico
bonds and Funds” (emphasis in original). UBS PR also purchased full-page newspaper
advertisements in the Puerto Rican daily newspaper El Vocero as well as television spots
promoting the conference. On the moring of the conference, Ortiz told Ferrer and other
exccutives his view that UBS PR should present the message to investors the secondary
market had “shown resiliency (high liquidity, stable price) during these times.” This
directly contradicted Ortiz’s statements just two weeks earlier to UBS PR executives that
the market was illiquid because sellers far outnumbered buyers.

71. At the conference, which Ferrer hosted, Ortiz made a presentation about the
CEFs’ secondary trading market. He rnisrepresented that CEF liquidity was increasing,
and CEF prices were the result of supply and demand in an open market. These statements
were false because the CEFs were experiencing a severe supply and demand imbalance and
UBS PR had been using its own inventory to support CEF prices and disguise the lack of
liquidity in the market. Furthermore, Ortiz omitted disclosing UBSFS had recently ordered
UBS PR to reduce inventory, and that to comply with this directive UBS PR had begun
lowering share prices and buying fewer customer shares.

72.  The day after the investor conference, Ferrer sent an e-mail to UBS PR’s
sales force stating:

“Wow! What a show. Our clients received a huge dose of comfort on their
investments, the right consideration in view of what we believe the local

13




" market for bonds (and funds) is headed. This will offer you another
opportunity to do right for your own client base by showing each client how
he or she can benefit from the opportunities at hand. The ball is now in
your court.”

73.  During the ensuing months, Ferrer stepped up his campaign to create CEF
demand while also concealing the liquidity crisis and inventory dump. Ferrer directed UBS
PR’s sales force to push their customers to buy CEFs while dismissing UBS PR customers
and financial advisors’ concerns about CEF prices and liquidity.

74.  Ferrer further misled investors about the state of the CEF marketin a
newspaper interview published in £/ Vocero on April 24, 2009. Specifically addressing the
CEF market, Ferrer stated in the newspaper article:

“The local mutual funds have had an excellent return during all this
process,’ explained Ferrer. But through all of this, many investors call
[UBS PR] scared about the news of the drop in financial markets, ‘when the
reality is that news doesn’t have any relevance for the investor.” In general,
‘the Puerto Rican investor that has their money invested in bonds and
mutual funds has obtained fantastic results . . . The result of an investor in
local mutual funds, that has been able to reinvest dividends, has been
superior and in some cases comparable with the stock market Indices,” said
Ferrer, and he assured that this type of investment offers much less volatility
and relative positive results.”

75.  That day, Ferrer sent an email entitled “Creation of Value” in which he
misrepresented to financial advisors the CEFs would continue to trade at significant
premiums to NAV and provide the “reinvestment kickers” of the dividend reinvestment
program.

76.  From April to August 2009, Ortiz and other UBS PR executives conducted
multiple sales meetings with financial advisors focusing exclusively on promoting CEF
solicitations. They did not disclose UBS PR’s inventory dump and misleadingly blamed
falling CEF prices on global economic conditions. Asa result of this sales push, the
percentage of investors’ CEF purchases that financial advisors solicited grew from
~ approximately 65 percent to 95 percent by mid-2009.

©77.  In August 2009, despite having recently expressed concerns to UBSFS
executives that UBS PR’s inventory reduction had caused “huge losses” to investors, Ferrer
sent an e-mail to UBS PR’s sales force urging them to “consider the present prices of our
Funds” and increasing dividends as a buying opportunity for UBS PR customers. Ferrer
omitted any mention of UBS PR’s inventory or share price reductions, or his belief the
ongoing inventory dump had drastically reduced market prices. '

78. Because Ferrer and Ortiz misled financial advisors, the advisors did not
disclose to the customers they aggressively solicited the main reason UBS PR was
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recommending these particular CEF investments was to find buyers for the shares UBS PR
was selling from its inventory. Ferrer and Ortiz also failed to disclose UBS PR was
undercutting other customers’ orders.

79.  Ferrer, in his role as the Fund companies’ Chairman, assisted UBS PR in
dumping its inventory by authorizing the Funds to repurchase CEF shares. At the May 19,
2009 UBSFS Executive Committee meeting, UBSFS’ Head of WMAG and Chief Risk
Officer proposed petitioning the board of directors for UBS PR’s 14 sole-managed
proprietary CEF funds to approve a share repurchase program to absorb some of UBS PR’s
inventory. Eight days later, Ferrer and the Funds’ board of directors approved the
repurchase of a higher percentage of the Funds’ outstanding shares than the board had
previously approved. :

80.  After the board approved the repurchase, Ortiz arranged for customers who
had purchased shares of the two new CEFs only seven months earlier to sell $7 million of
those shares back to the Fund companies and immediately purchase $7 million of the CEF
issues in which UBS PR held the most inventory.

81. For example, on June 22, 2009, UBS PR purchased $4.5 million of the
newly issued Puerto Rico AAA Portfolio Bond Fund II from 23 customers that the Fund
companies in turn repurchased. Immediately after UBS PR purchased these shares, the 23
customers’ accounts puirchased $4.5 million of an older CEF from UBS PR’s inventory
account, reducing UBS PR’s inventory for that fund by 80 percent. Days later, Ortiz
arranged for customers to sell newly issued shares of PR Fixed Income Fund VI back to
~ UBS PR (and from UBS PR to the Fund company) and use the proceeds from that sale to
purchase shares of an older CEF from UBS PR’s inventory.

'82. By September 30, UBS PR had reduced its CEF inventory to about $12
million, the level UBSFS mandated. However, UBS PR’s GTC order book on the same
day detailed $72 million in pending, unexecuted customer sell orders.

G. THE FRAUDULENT CONDUCT HARMED CEF INVESTORS

83. When UBS PR stopped supporting the CEF secondary market by buying
customers’ shares and dumped 80 percent of its own shares, prices dropped. From March
to September 2009, 21 of 23 CEFs experienced significant price declines. The prices of the
seven CEFs with the largest UBS PR inventory positions declined 10 to 15 percent.

84. In July 2009, Ferrer warned UBSFS’® CEO and Head of WMAG that the
forced inventory reduction was causing “huge losses to our clients,” which he estimated at
$250 million, and losses to “our P&L .. . a dislocation in the market place.” He also wrote
in an email “the present lack of demand for our Funds in the secondary market carries forth
to our inability to launch new Funds.” However, Ferrer grossly underestimated the harm
to CEF shareholders: the difference in value of the funds from the height of their respective
prices on March 1, 2009 to the prices at the end of September 2009 was more than $500
million.
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85.  UBS PR’s inventory dump also harmed investors who sold or attempted to
sell shares during the dump. UBS PR’s GTC book of unexecuted customer sell orders
grew from $19 million in March 2009 to more than $60 million by June 2009, and $72
million by September 30. Customers waited weeks or months for UBS PR to execute their
orders, at significant losses and lower prices, while some customers’ orders to sell were
never executed. Many investors lost value in their CEF accounts while their pending sales
orders went unexecuted. These investors included:

" e A retired dentist with no investment experience who invested her entire
$400,000 inheritance in two UBS PR CEFs. In June 2009, after her CEF
investments had already lost significant value, she directed her financial
advisor in writing to liquidate her CEF shares. She told her broker she
could not afford to lose any more money and needed immediate access to
her funds to pay substantial family healthcare expenses. Her financial
advisor placed limit orders that UBS PR regularly undercut. She was
finally able to liquidate her position near the end of 2009, after UBS PR
had liquidated its inventory. The customer lost $20,000 because UBS PR
delayed the execution of, or undercut, her sell orders. Parroting Ferrer,
Ortiz, and UBS PR, the customer’s financial advisor told her the economy
was the reason for the decline in value.

o A 62-year old retiree with no investment experience, living on a fixed
income and dependant on Social Security, invested his entire savings -
$50,000 — in one CEF. A UBS PR financial advisor promised six to seven
percent returns and principal protection, and enrolled him in the dividend
reinvestment program. After the retiree stopped receiving monthly
checks, he repeatedly directed his broker beginning in late 2008 to sell his
CEF shares. However, UBS PR did not execute his order until March
2010, after their value had declined by more than $15,000.

H. VIOLATIONS

86.  As aresult of the conduct described above, Ortiz and Ferrer willfully |
violated Section 17(a)(1), (2), and (3) of the Securities Act, which prohibits fraudulent
conduct in the offer and sale of securities, and Section 10(b) of the Exchange Act and
Exchange Act Rule 10b-5(a), (b), and (c) which prohibit fraudulent conduct in connection
with the purchase or sale of securities. '

87. Also, as a result of the conduct described above, Ferrer and Ortiz each had
knowledge his role was part of an improper activity and substantially assisted UBS PR’s
principal violations of Securities Section Act 17(a), Exchange Act Sections 10(b) and
15(c), and Exchange Act Rule 10b-5, as articulated above. Based on these facts, Ferrer and
Ortiz willfully aided and abetted and caused UBS’ violations of Securities Act Section
17(a), Exchange Act Sections 10(b) and 15(c), and Exchange Act Rule 10b-5.
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III.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate in the public interest that public administrative and
cease-and-desist proceedings be instituted to determine:

A. Whether the allegations set forth in Section II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses to
such allegations;

B. What, if any, remedial action is appropriate in the public interest against the
Respondents pursuant to Section 15(b) of the Exchange Act including, but not limited to,
disgorgement and civil penalties pursuant to Section 21B of the Exchange Act;

C. What, if any, remedial action is appropriate in the public interest against
Respondents pursuant to Section 9(b) of the Investment Company Act including, but not
limited to, disgorgement and civil penalties pursuant to Section 9 of the Investment
Company Act; and

D. . Whether, pursuant to Section 8A of the Securities Act and Section 21C of
the Exchange Act, the Respondents should be ordered to cease and desist from committing
or causing violations of and any future violations of Section 17(a) of the Securities Act,
Sections 10(b) and 15(c) of the Exchange Act, and Exchange Act Rule 10b-5, whether the
Respondents should be ordered to pay civil penalties pursuant to Section 8A(g) of the
Securities Act, Section 21B(a) of the Exchange Act, and Section 9(d) of the Investment
Company Act, and whether Ferrer should be ordered to pay disgorgement pursuant to
Section 8A(e) of the Securities Act, Sections 21B(e) and 21C(e) of the Exchange Act, and
Section 9 of the Investment Company Act.

Iv.

IT IS ORDERED that a public hearing for the purpose of taking evidence on the
questions set forth in Section III hereof shall be convened not earlier than 30 days and not
later than 60 days from service of this Order at a time and place to be fixed, and before an
Administrative Law Judge to be designated by further order as provided by Rule 110 of the
Commission's Rules of Practice, 17 C.F.R. § 201.110.

IT IS FURTHER ORDERED that the Respondents shall each file an Answer to the
allegations contained in this Order within twenty (20) days after service of this Order, as
provided by Rule 220 of the Commission’s Rules of Practice, 17 C.F.R. § 201.220.

If the Respondents fail to file the directed answer, or fail to appear at a hearing after
being duly notified, the Respondents may be deemed in default and the proceedings may be
determined against them upon consideration of this Order, the allegations of which may be
deemed to be true as provided by Rules 155(a), 220(f), 221(f) and 310 of the Commission's
Rules of Practice, 17 C.F.R. §§ 201.155(a), 201.220(%), 201.221(f) and 201.310.
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This Order shall be served forthwith upon each Respondent personally or by
certified mail. -

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 300 days from the date of service of this Order, pursuant to

~ Rule 360(a)(2) of the Commission’s Rules of Practice.”

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter,
except as witness or counsel in proceedings held pursuant to notice. Since this proceeding is
not “rule making” within the meaning of Section 551 of the Administrative Procedure Act, it
is not deemed subject to the provisions of Section 553 delaying the effective date of any
final Commission action. |

By the Commission.

Elizabeth M. Murphy
Secretary

Vi P

il M. Peterson
ssistant Secretary
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SECURITIES ACT OF 1933
Release No. 9318 / May 1, 2012

SECURITIES EXCHANGE ACT OF 1934
Release No. 66893 / May 1,2012

ADMINISTRATIVE PROCEEDING
File No. 3-14863

. . ORDER INSTITUTING

In the Matter of ADMINISTRATIVE AND CEASE-AND-
o DESIST PROCEEDINGS PURSUANT

UBS FINANCIAL SERVICES INC. TO SECTION 8A OF THE SECURITIES

OF PUERTO RICO ACT OF 1933 AND SECTIONS 15(b)

' _ ‘ AND 21C OF THE SECURITIES

Respondent. : EXCHANGE ACT OF 1934, MAKING

FINDINGS, AND IMPOSING

REMEDIAL SANCTIONS AND A

CEASE-AND-DESIST ORDER

I

The Securities and Exchange Commission (“Commission™) deems it appropriate and in the
public interest that public administrative and cease-and-desist proceedings be, and hereby are,
instituted pursuant to Section 8A of the Securities Act of 1933 (“Securities Act”) and Sections
15(b) and 21C of the Securities Exchange Act of 1934 (“Exchange Act™), against UBS Financial
Services Inc. of Puerto Rico (“UBS PR” or “Respondent”)

II.

. In anticipation of the institution of these proceedings, UBS PR has submitted an Offer of
Settlement (the “Offer”) which the Commission has determined to accept. Solely for the purpose
of these proceedings and any other proceedings brought by or on behalf of the Commission, or to
which the Commission is a party, and without admitting or denying the findings herein, except as -
to the Commission’s jurisdiction over it and the subject matter of these proceedings, which are
admitted, UBS PR consents to the entry of this Order Instituting Administrative and Cease-and-
Desist Proceedings Pursuant to Section 8A of the Securities Act of 1933 and Sections 15(b) and
21C of the Securities Exchange Act of 1934, Making Findings, and Imposing Remedial Sanctions.
and a Cease-and-Desist Order (“Order”), as set forth below.
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1.
On the basis of the Order and UBS PR’s Offer, the Commission finds® that:
A, SUMMARY

1. During 2008 and 2009, UBS PR, its former CEO (“CEO”) and its Head of Capital
Markets (“HCM”) made misrepresentations and omissions of material facts to numerous retail
customers in Puerto Rico regarding the secondary market liquidity and pricing of UBS PR-
affiliated, non-exchange-traded closed-end funds (“CEFs” or “Funds”). For example, UBS PR
claimed CEF prices were based on market forces such as supply and demand. However, UBS PR
did not disclose that CEF prices were set solely at the discretion of the trading desk. Moreover,
although UBS had certain disclosures about liquidity in prospectuses (not supplied to secondary
matket customers) and on its website, it did not adequately disclose, among other things, that as the
dominant CEF broker-dealer, UBS PR controlled the secondary market. In reality, any secondary
market sales investors wanted to make depended largely on UBS PR’s ability to solicit additional
customers or willingness to purchase shares into its inventory.

2. As UBS PR, the CEO and the HCM promoted CEF sales throughout 2008, they
knew investor demand was significantly declining relative to supply. For much of 2008, UBS PR
purchased millions of dollars of CEF shares into its own inventory while promoting the appearance
of a liquid market with stable prices, without disclosing UBS PR’s actions were propping up prices
and liquidity.

3. But in the spring of 2009, UBS PR’s parent firm determined UBS PR’s growing
CEF inventory represented a financial risk to the firm. The parent company directed UBS PR to
substantially reduce its inventory of CEF shares. To accomplish the reduction, UBS PR and the
HCM executed a plan, dubbed “Objective: Soft Landing” in one document, in which UBS PR
routinely offered and sold its CEF shares at prices that undercut pending customer sell orders.

4. During this period, numerous UBS PR customers were also attempting to sell their
holdings but UBS PR’s actions effectively prevented certain customers from selling their CEF
shares. Between March and September 2009, UBS PR sold about $35 million, or 75%, of its
inventory to investors. At the same time, UBS PR increased its efforts to solicit sales of CEFs
while continuing to misrepresent how it was setting secondary market prices and the liquidity of
the market. UBS PR also did not disclose its withdrawal of market support. By September 2009,
when UBS PR completed its CEF inventory reduction, the market pnce of certain funds had
declined by 10-15%:

The findings herein are made pursuant to UBS PR’s Offer and are not binding on any other person or entity '
in this or any other proceeding.




B. RESPONDENT

S UBS PR, a Puerto Rico corporation with its principal place of business in Hato Rey,
Puerto Rico, is a broker-dealer registered with the Commission since 1982. UBS PR is a subsidiary
of UBS Financial Services, Inc. (“UBSFS™). UBS PR is the largest broker-dealer in Puerto Rico,
with about 49% of total retail brokerage assets. The firm employs about 230 registered
representatives (“financial advisors™) and has nineteen branch offices throughout Puerto Rico.

C OTHER INDIVIDUALS AND ENTITIES

6. UBSES is a Delaware corporation with its principal places of business in New
York, New York and Weehawken, New Jersey. UBSFS is a wholly-owned subsidiary of UBS
AQG, a foreign private issuer based in Switzerland.

7. UBS Trust Company of Puerto Rico (“UBS Trust Company™) is not registered with
the Commission. It shares offices and certain personnel with UBS PR, and serves as the
administrator, transfer agent and custodian to fourteen of the twenty-three CEFs, while a division
of UBS Trust Company serves as an investment adviser to all twenty-three CEFs. The CEFs are
organized as corporations in Puerto Rico, and are exempt from Commission registration under the
U.S. Territories exemption of § 6(a)(1) of the Investment Company Act of 1940. UBS PR
personnel also served as members of the board of directors of all 23 CEF companies. The CEF
company boards have a majority of independent directors.

D. UBS PR’s MARKETING AND SALES OF CEFS

8. Since 1995, UBS PR has been the primary underwriter of fourteen separately
organized closed-end fund companies’ CEFs with a total market capitalization of approximately $4
billion, and nine co-managed closed-end fund companies” CEFs with more than $1 billion in total
market capitalization. The CEFs are not traded on an exchange or quoted on any quotation service,
and are available only to Puerto Rico residents. The majority of the CEFs’ holdings of Puerto Rico
securities are Puerto Rico municipal bonds. UBS PR has been the only secondary market dealer or
liquidizty provider for the sole-managed Funds and the dominant dealer for several co-managed
CEFs.

9. The CEFs represent the largest single source of revenue for UBS PR. For example,
between 2004 and 2008, the CEF business generated 50% of annual total revenues for UBS PR
and UBS Trust Company combined, which included Fund advisory and administration fees, and
primary and secondary market sales commissions. During 2008, UBS PR’s CEF business
produced $94.5 million in revenue for the firm.

2 UBS Trust Company serves as the sole manager for: Puerto Rico Fixed Income Funds I - VI; Puerto Rico

Mortgage Backed & US Govt. Fund; Tax-Free Puerto Rico Funds I and I1; Tax-Free Puerto Rico Target Maturity
Fund; Puerto Rico AAA Portfolio Target Maturity Fund; Puerto Rico AAA Portfolio Bond Funds 1 and 11; and
Puerto Rico GNMA & U.S. Gov. Target Maturity Fund. UBS Trust Company serves as co-manager for Puerto Rico
Investor’s Tax-Free Funds I — VI, Puerto Rico Tax-Free Target Maturity Fund I and II, and Puerto Rico Investors
Bond Fund 1.




10. - UBS PR marketed its CEFs mainly to its Puerto Rico retail customer base. That
customer base included some seniors and retirees, and a number of them who invested in CEFs
depended on monthly dividend income from the CEFs to supplement their payments from Social
Security.

11. Financial advisors also promoted UBS PR’s dividend reinvestment program which
was an important selling point of the CEFs. Under this word-of-mouth monthly program, investors
could elect to receive dividend reinvestment shares — issued by the CEFs at the Net Asset Value of
the Funds (“NAV”) — and immediately sell them back to UBS PR at the then-existing market price,
earning premiums of up to 45%. This program was highly attractive to many of UBS PR’s senior
customers, who depended on the income from their CEF shares,

E. UBS PR, THE CEQ AND THE HCM MISREPRESENTED AND OMITTED
DISCLOSING MATERIAL FACTS ABOUT THE CEFS

Misrepresentations About CEF Prices

12 UBS PR knew investors were seeking stable, consistently-priced securities to
protect their investment or retirement income. UBS PR was also aware that consistently high share
prices were important to promoting the dividend reinvestment program which relied on high
market price premiums relative to the Funds’ NAVs.

13. Throughout 2008 and early 2009, UBS PR priced the CEFs to reduce volatility
and maintain high premiums to NAV., UBS PR’s pricing of the CEFs was left to the discretion
of the HCM and the CEF head trader, who reported to the HCM. At the direction of the HCM,
UBS PR used its CEF inventory account to purchase any excess supply of shares for which UBS
PR could not find customers.

14.  During the same time period, however, UBS PR misrepresented that market forces
such as supply and demand determined CEF prices. For example, a January 2008 UBS PR
brochure entitled “UBS Family of Funds” posted on the company’s website stated that: “[m]arket
forces such as supply and demand and the yield of similar type products determine the price of
closed end fund shares.”

15.  Inaddition, UBS PR provided CEF prices to the Puerto Rico daily newspaper £/
Vocero to publish those prices in the paper’s business section. The newspaper simply listed CEF
share “prices.” UBS PR omitted disclosing in the listings the prices represented only what UBS
PR termed “indicative” prices. Indicative prices were simply what UBS PR thought the prices
should be, but did not represent any commitment by UBS PR to buy or sell at that price. UBS
PR’s also failed to disclose that the prices included a 3% sales commission.

16.  The CEF share prices in UBS PR customers’ monthly account statements were
similarly misleading in that they described “market values.” As with the newspaper prices, these
prices were simply what UBS PR thought they should be, not true market prices.




The 2008-09 CEF Market Imbalance

~17.  Asearly as May 2008, the HCM noted a significant supply and demand imbalance
in the CEF secondary market, because customers were placing sell orders in increasing numbers.
By May 16, UBS PR executives knew the firm had $37 million of CEF shares in its inventory,
approaching the temporarily increased $40 million limit that had been put in place in late April. In

" addition, there were $16 million in unexecuted customer orders to sell shares at prices lower than

UBS PR’s bid. The HCM acknowledged in an email to senior executives that the trading desk
should either execute these customer orders or lower the bid price of the Funds. '

18. Rather than reduce CEF prices, forthe next several months, the HCM continued to
make repeated requests on behalf of UBS PR that UBSFS temporarily increase inventory limits,
which increased to $45 million at the end of July, and to $50 million in December 2008.

19. Furthermore, on behalf of UBS PR, the HCM made only small changes to CEF
share prices once or twice a month during this period. As UBS PR’s CEF inventory grew from
May through August 2008, the HCM did not change prices for 9 CEFs on any trading day. For
example, from May through December, the HCM changed the price of one fund only one time. In
the case of another fund, the trading desk quoted the same price every day from May through
August 2008, and changed the price on just three trading days through December.

20.  These unchanging and consistently high prices in the face of declining NAVs,
increased customer selling relative to customer demand, and other unfavorable market conditions
were in contrast to the representations of UBS PR that market forces determined CEF share prices.

21. UBS PR attempted to generate customer demand by promoting the CEFs at a UBS
PR Investor Conference in June 2008, At that conference, a UBS PR managing director promoted
the CEFs’ extraordinary “market returns” and low risk and volatility, but failed to disclose that
share prices and liquidity were increasingly dependent on UBS PR’s support of the CEF secondary
market.

22.  After the Investor Conference, the HCM directed the CEF head trader to develop
sales stories for brokers, regarding particular CEFs for which UBS PR had significant inventory
positions. The HCM told the head trader to inform the sales force that the CEF desk was willing to
offer the Funds with the highest inventory levels at reduced prices by reducing the typical five-
cent-per-share markup the desk got on sales. The head trader met with financial advisors to
provide information about those CEFs while omitting to disclose that the funds were those with the
highest inventory levels.

23. By August 2008, customer demand for CEF shares was further ebbing. UBS PR’s
Group Management Board, including the CEO and the HCM, met on August 12. Among other
things, the board minutes from that meeting show the attendees discussed the “market drag,”
“product fatigue,” and “weak secondary market” for CEF shares. The CEO expressed uneasiness
that financial advisors were concerned about the concentration of customers’ investments in CEFs
and about the continued CEF offerings. '




24, Afier the board meeting, the CEO directed his subordinates to boost investor
demand for CEF shares. On August 29, 2008, he told UBS PR executives “[i]t is clear to me that
we have to ‘fix’ this.” He told them to “generate a story for each Fund” that the financial advisors
could use to increase sales and facilitate large cross trades between customers, and work with the
traders to coordinate bids and offers.

25.  Notwithstanding his knowledge of the weak demand for CEF shares in the
secondary market, the CEO repeatedly misled UBS PR’s financial advisors throughout the fall of
2008 into continuing to promote CEF sales. In numerous e-mails, he repeatedly misstated the
strength, stability and liquidity of the CEF market. The CEO did not disclose to the sales force the
liquidity issues in the secondary market, or that UBS PR was keeping the CEF prices high by
increasing its CEF inventory.

26.  The sales force solicited sales of the CEFs during this period, including two new
primary CEF offerings totaling $66 million. The CEO sent several emails to the UBS PR sales
force strongly promoting the anticipated returns of the new offerings while assuring that the
offerings would have little if any effect on the CEF secondary market. Yet privatély, the CEO told
the HCM and other executives he was directing that UBS PR move forward with the primary
offerings regardless of UBS PR’s high CEF inventory holdings.

27.  UBS PR prepared a presentation to the sales force in connection with the new CEF
offerings. This presentation, provided as reasons that customers should invest in the new funds
that, among other things, “[flund inventory levels are low, trading volumes are at all-time high
(annualized), and prices/yields are aligned with current market conditions.” These statements were
false or misleading given the record high inventory levels and UBS PR’s support of market prices.

28.  Although the prospectuses for the two new CEF offerings, which were provided to
primary market customers, stated that UBS PR was not obligated to maintain a market in the CEF
shares, may discontinue maintaining a market at any time and that in the event it discontinued there
may be no other market for the shares, UBS PR failed to disclose material facts to investors: (1)
concerning the significant secondary market supply and demand imbalance; (2) that UBS PR was
using its inventory account to support CEF market prices and liquidity to prevent price declines
and maintain yields; and (3) that CEF prices and liquidity were highly dependent on the efforts of
UBS PR’s sales force to maintain customer demand for the shares.

29.  The HCM misrepresented material information to the financial advisors during this
~ same time. Prior to the fall of 2008, UBS PR had routinely displayed inventory levels for each
CEF in the firm’s inventory sheets that were circulated to its financial advisors. For the entire
month leading up to the new offerings, the HCM concealed UBS PR’s increasing inventory from
the company’s sales force. He directed the head trader to change the daily CEF inventory sheets
sent to financial advisors to reflect a maximum of 50,000 shares per Fund, rather than the actual
number of shares the firm owned.

30.  Ultimately more than 600 investors purchased shares in the primary offerings. The
secondary market continued to experience supply and demand imbalances. UBS PR continued to




purchase shares into inventory throughout the fall of 2008 and early 2009, often from investors
who wanted to sell shares they had obtained through the dividend reinvestment program.

F. UBS PR REDUCES ITS INVENTORY BY UNDERCUTTING
CUSTOMER SELL ORDERS

UBSFES Orders UBS PR To Reduce Inventory

31. In February and March 2009, UBS PR’s persistently high CEF inventory levels and
the CEF shares’ significant price premiums over NAV raised concerns of UBSFS’ then-Chief Risk
Officer (“Chief Risk Officer”) and other executives.

32.  In March, the HCM emailed a number of UBSFS executives seeking a temporary
increase of inventory levels from $50 to $55 million to buy shares from customers selling their
reinvestment shares. The reason given for the request was because of the supply and demand
imbalance in the CEF market.

33. On March 19, UBSFS’ Chief Risk Officer rejected the request and directed UBS
PR to begin reducing inventory levels to the historical limit of $30 million. UBS PR executives
told a UBSFS senior executive that they expected the imbalance in the Funds market to improve
~ because of economic conditions and because UBS PR would increase demand using its sales force.
A senior UBS PR executive added if that strategy failed, UBS PR would use “the ultimate weapon
[of] aggressive use of pricing to bring balance back to the market. . . .”

34.  Two weeks later, UBSFS’ Chief Risk Officer expressed his concern to UBSFS
senior executives, that, although a supply and demand imbalance existed in the CEF secondary
market, CEF prices remained high with a significant “difference between NAV and the price
quoted by the trading desk . . . in some cases over 40%.” He further alerted the executives that due
to the fact that UBS PR’s internal CEF trading limits were already exceeded because UBS PR had
not yet reduced its inventory to its permanent limit, “there is a significant likelihood that clients
wishing to sell the shares received through the dividend reinvestment program will be unable to do
s0.”

. 35, As a result, the senior executives directed a review of UBS PR’s pricing method for
the market values of the. CEFs. After conducting their review, on May 19, 2009, the then-Head of
Wealth Management Advisor Group (“Head of WMAG”) and the Chief Risk Officer reported:

UBS PR was the sole CEF liquidity provider; ‘

e TUBS PR should reduce its CEF inventory to limit its risk exposure and “promote
more rational pricing and more clarity to clients . . .[so] prices transparently develop
based on supply and demand;” and, ‘

e UBS PR ran a significant concentration risk that was inherent to the CEF business,
which could not “cffectively be reduced.”




36. UBSFS’ Risk Control Committee mandated further reductions to inventory limits
as a result of this review. On May 29, 2009, UBSFS’ Chief Risk Officer directed UBS PR to
further reduce its CEF inventory to $12 million.

UBS PR Reduced The Firm’s Inventory By Undercuitting
Pending Customer Sell Orders

37.  Inresponse, in June 2009, the HCM made a presentation to members of UBSFS’
Risk Committee in which he described UBS PR’s strategy to reduce its inventory and bring prices
in-line with NAVs as “Objective: Soft Landing.” In a subsequent email to members of UBSFES’
Risk Committee and the CEQ, the HCM described the firm’s strategy as: “1. [pjurchasing from
clients the minimum amount of shares possible,” and “2. [IJowering our price to keep ahead of any
client open orders in terms of lowest offer price in the market.”

38.  Overthe course of the next few months, the HCM and UBS PR pursued this
strategy to execute UBSFS’ directive and reduce its inventory by:

o Lowering CEF prices to undercut the pending customer sell orders in the firm’s
Good-Til-Cancelled (“GTC”) order book;

o Soliciting new and existing customers to buy CEF shares without disclosing UBS
PR’s decision to reduce its 1nvent0ry by lowering CEF share prices below customer
orders;

e Limiting UBS PR’s inventory purchases to dividend reinvestment share sellers;
and,

» Arranging transactions in conjunction with offers by the affiliated CEF companies
to repurchase newly issued shares from customers, so UBS PR could sell to those
customers shares from the firm’s aged inventory.

39.  The HCM and the head trader discouraged financial advisors from placing market
orders, which UBS PR had to execute before reducing its own position, by telling financial
advisors that customers right not receive the best execution price. Numerous CEF customers
(many of whom were unsophisticated retail clients) did not know the difference between market
and limit orders. Thus, to comply with the trading desk’s directives, the financial advisors placed
the vast majority of sell orders as limit orders.

40. UBS PR’s trading policy directed the firm to treat “marketable” limit orders, 1.e.,
orders at or better than UBS PR’s bid prices, like market orders. However, commencing in March
2009, the HCM directed the head trader to regularly eliminate pending marketable limit orders by
reducing CEF prices to just below the customers pending sell orders, to sell UBS PR’s CEF
inventory first. - }

41. For example, on March 3, 2009, UBS PR sent its GTC book to the sales force
showing $16 million in marketable, unexecuted customer seil orders. That day, the HCM
instructed the head trader to “prepare a pricing where we eliminate the marketable GTC [customer]
orders . . . This is top priority.”




42. A few hours later, the head trader lowered market prices of 15 of the 23 funds to
one penny below the best customer orders, rendering $14 million of customer orders “non-
marketable.” The GTC book the HCM and the head trader sent to financial advisors on March 4
reflected only $2 million in marketable, unexecuted customer orders.

UBS PR Misrepresented Its Support of the CEF Market and Failed To Disclose Its
Conflicts Of Interest to CEF Investors :

- 43, UBS PR did not disclose to its customers it was substantially reducing the use of its
inventory to support the CEF market. UBS PR also continued to accept customer limit orders
without disclosing that it was undercutting those limit orders to sell UBS PR’s shares first. UBS
PR also failed to disclose the conflict of interest created by recommending CEFs to investors while
selling its own shares. :

44. UBS PR’s conflicts of interest with its customers were exacerbated because the
firm controlled the market for the CEFs, and investors could not go to another broker-dealer to sell
their CEF shares. Customers had to compete with UBS PR to sell shares in a market UBS PR
dominated and controlled. In addition, some UBS PR customers attempting to sell CEF shares
during this time were senior retail investors who had substantial amounts of their net worth
invested and concentrated in the CEFs.

While UBS PR Was Selling Its Inventory, UBS PR, the CEO and the HCM Pushed
Financial Advisors To Boost Demand For CEF Shares

45. On March 31, 2009, UBS PR and the HCM made misrepresentations and omissions
to hundreds of customers at a UBS PR Puerto Rico Investor Conference about the CEF’s superior
returns and consistent liquidity levels.

46. Before the conference, the CEO urged UBS PR’s sales force to “call your clients;
[because] the information presented will offer comfort to holders of Puerto Rico bonds and Funds”
(emphasis in original). UBS PR also purchased full-page newspaper advertisements in El Vocero
as well as television spots promoting the conference. In an e-mail sent on the morning of the
conference, the HCM told the CEO and other executives his view that UBS PR should present the
message to investors that the secondary market had “shown resiliency (high liquidity, stable price)
during these times.” This directly contradicted the HCM’s statements two weeks earlier to UBS
PR executives that the market was imbalanced because sellers significantly outnumbered buyers.

47. At the conference, the HCM made a presentation about the CEFs’ secondary
trading market. The HCM misrepresented that CEF liquidity was increasing and CEF prices were
stable and the result of supply and demand in an open market. In fact, the CEFs were experiencing
a significant supply and demand imbalance and UBS PR had been using its own inventory to
support CEF prices and disguise the lack of liquidity in the market. Furthermore, the HCM
omitted disclosing UBSFS had recently ordered UBS PR to reduce inventory, and that to comply
with this directive UBS PR had begun lowering share prices and buying fewer customer shares.




48. During the ensuing months, the CEO and UBS PR tried to create CEF demand
while concealing the liquidity problems and inventory reduction. The CEO directed UBS PR’s
sales force to solicit customers to buy CEFs notwithstanding UBS PR customers’ and financial
advisors’ concerns about CEF prices and liquidity.

49,  The CEOQ further misled investors about the state of the CEF market. Ina
newspaper interview published in £/ Vocero on April 24, 2009, the CEO specifically addressed the
CEF market, stating that in the face of other, poor-performing markets, CEF share prices had been
stable and performed well. That same day, the CEO sent an email entitled “Creation of Value” in
which he directed financial advisors to tell their customers that the CEFs would continue to trade at
significant premiums to NAV and provide the “reinvestment kickers” of the dividend reinvestment
program. These statements were made without disclosing the existing secondary market
illiquidity, or that UBS PR was significantly reducing CEF market prices in order sell its inventory.

50. From April to August 2009, UBS PR’s executives, including the HCM, conducted
multiple sales meetings with financial advisors encouraging them to solicit their customers to
invest in the CEFs without disclosing UBS PR’s significant inventory reduction and misleadingly
blamed falling CEF prices on global economic conditions. During this period, the percentage of
investors’ CEF purchases that financial advisors solicited increased to approximately 70% to 90%.

51, In August 2009, despite expressing concerns in an email to UBSFS executives that
UBS PR’s inventory reduction had caused “huge losses™ to investors, the CEO sent an e-mail to
UBS PR’s sales force urging them to “consider the present prices of our Funds” and increasing
dividends as a buying opportunity for UBS PR customers. The CEQ omitted any merition of UBS
PR’s inventory or share price reductions, or his belief the inventory reduction had drastically
reduced market prices. :

52.  To assist the firm in selling its inventory, UBS PR also took advantage of a CEF
share repurchase program the CEQO and other CEF board members authorized. Ata UBSFS
Executive Committee meeting, UBSFS’ Head of WMAG and Chief Risk Officer proposed
petitioning the independent board of directors for UBS PR’s 14 sole-managed proprietary CEF
funds to approve a share repurchase program, which could be used to reduce UBS PR’s CEF
inventory. On May 27, 2009, the CEO and the other members of the Funds’ board of directors
approved the repurchase of a higher percentage of the Funds’ outstanding shares than the board
had previously approved.

53.  After the board approved the repurchase, UBS PR and the HCM arranged for UBS
PR customers, who had only seven months earlier purchased shares of the two new CEFs, to sell
$7 million of tendered shares back to the Fund companies. That same day, UBS PR soliciied those
customers to immediately purchase $7 million of shares from Funds where UBS PR had the
highest inventory. UBS PR did not disclose to those customers that a material basis for
recommending those specific funds was to reduce UBS PR’s largest aged inventory positions.

54. In June 2009, to discourage customer sales of CEF shares, UBS PR instituted a

requirement that any customer order to sell over 10,000 CEF shares required approval of a branch
office manager. : '
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55. By September 30, UBS PR had reduced its CEF inventory to about $12 miilion, the
level UBSFS mandated. However, UBS PR’s GTC order book on the same day detailed
approximately $72 million in unexecuted customer sell orders that had accumulated over the prior
6 months.

_56. When UBS PR sold 75% of its inventory and ceased using its inventory to support
the CEF secondary market, prices dropped. From March 3 to September 30, 2009, 21 of 23 CEFs
experienced significant price declines. The prices of the seven CEFs with the largest UBS PR
inventory positions declined 10% to 15%.

G. - VIOLATIONS

57. - As aresult of the conduct described above, UBS PR willfully violated Section 17(a)
of the Securities Act, which prohibits fraudulent conduct in the offer and sale of securities, and
Sections 10(b) and 15(c) of the Exchange Act and Exchange Act Rule 10b-5, which prohlblt
fraudulent conduct in connection with the purchase or sale of securities.

H. UNDERTAKINGS

58. UBS PR agrees to retain, at UBS PR’s expense and within sixty days of the
issuance of this Order, an independent third-party consultant, not unacceptable to the staff, to
review UBS PR’s closed-end fund disclosures and trading and pricing policies, procedures, and
practices for adequacy. After such review, which UBS PR shall require to be completed within
ninety days of the issuance of this Order, UBS PR will submit to the Commission, the findings of
the independent consultant making recommendations for any changes in or improvements to
UBS PR’s policies, procedures, and practices, and a procedure for implementing such
recommended changes. Within ninety days of receipt of the report, UBS PR shall adopt the
recommendations contained in the report; provided, however, that as to any recommendation that
UBS PR considers to be, in whole or in part, unduly burdensome or impractical, UBS PR may
submit in writing to the consultant and Commission staff, within thirty days of receiving the
report, an alternative policy, practice, or procedure designed to achieve the same objective or
purpose. Within forty-five days of receiving the report, UBS PR shall attempt in good faith to
reach an agreement relating to each recommendation that UBS PR considers to be unduly
burdensome or impractical. Within fifteen days after the discussion and evaluation by UBS PR -
and the consultant, UBS PR shall require that the consultant inform UBS PR and Commission
staff of the consultant’s final determination concerning any recommendation that UBS PR
considers unduly burdensome or impractical, and UBS PR shall abide by the determinations of
the consultant and adopt and implement all recommendations within the ninety-day time period
set forth in this paragraph.

59. Within fourteen days of UBS PR’s adoption of all of the recommendations that the
consultant deems appropriate, UBS PR agrees to certify in writing to the consultant and
Commission staff that UBS PR has adopted and implemented all of the consultant’s
recommendations. Thereafter, UBS PR agrees to require the independent third-party consultant to
conduct an annual review for each of the following three years from the date of the issuance of the
consultant’s initial report, to assess whether UBS PR is complying with the consultant’s
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recommended policies, procedures, and/or practices that UBS PR adopted and whether the adopted
policies, procedures, and/or practices are effective in achieving their stated purposes.

60.  In connection with this action and any related judicial or administrative proceeding
or investigation commenced by the Commission or to which the Commission is a party,
. Respondent (i) agrees to use all best efforts to make its principals, partners, officers, and
employees available to appear and be interviewed by Commission staff at such times and places as
the staff requests upon reasonable notice; (ii) will accept service by mail or facsimile transmission
of notices or subpoenas issued by the Commission for documents or testimony at depositions,
hearings, or trials, or in connection with any related investigation by Commission staff; (iii)
appoints Respondent’s counsel as agent to receive service of such notices and subpoenas; (iv) with
respect to such notices and subpoenas, waives the territorial limits on service contained in Rule 45
of the Federal Rules of Civil Procedure and any applicable local rules, provided that the party
requesting the testimony reimburses Respondent’s travel, lodging, and subsistence expenses at the
then-prevailing U.S. Government per diem rates; and (v) consents to personal jurisdiction over
Respondént in any United States District Court for purposes of enforcing any such subpoena.

In determining whether to accept the Offer, the Commission has considered these
undertakings. - '

IV.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanctions agreed to in UBS PR’s Offer.

Accordingly, pursuant to Section 8A of the Securities Act, and Sections. 15(b) and 21C of
the Exchange Act, it is hereby ORDERED that:

A. UBS PR cease and desist from committing or causing any violations and any future
violations of Sections 17(a) of the Securities Act, Sections 10(b) and 15(c) of the Exchange Act, and
Rule 10b-5 of the Exchange Act. ‘

B. UBS PR is censured.

C. UBS PR shall, within 14 days of the entry of this Order, pay disgorgement of -
$11,500,000.00, prejudgment interest of $1,109,739.94, and a civil money penalty of
$14,000,000.00 to the Securities and Exchange Commission. If timely payment is not made,
additional interest shall accrue pursuant to SEC Rule of Practice 600 or 31 U.S.C. 3717. Such
payment shall be: (A) made by United States postal money order, certified check, bank cashier’s
check or bank money order; (B) made payable to the Securities and Exchange Commission; (C)
hand delivered or mailed to Enterprise Services Center, Accounts Receivable, 6500 S. MacArthur
Blvd., Oklahoma City, Oklahoma, 73169; and (D) submitted under cover letter that identifies UBS
PR as a Respondent in these proceedings, the file number of these proceedings, a copy of which
shall be sent to Jason R. Berkowitz, Division of Enforcement, Securities and Exchange
" Commission, Miami Regional Office, 801 Brickell Avenue, Suite 1800, Miami, FL 33131.
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D. Pursuant to Section 308(a) of the Sarbanes-Oxley Act of 2002, as amended, a Fair
Fund is created for the disgorgement, interest and/or penalties referenced in Paragraph C above.
Regardless of whether any such Fair Fund distribution is made, amounts ordered to be paid as civil
money penalties pursuant to this Order shall be treated as penalties paid to the government for all
purposes, including all tax purposes. To preserve the deterrent effect of the civil penalty,
Respondent agrees that in any Related Investor Action, it, shall not argue that it is entitled to, nor
shall it benefit by, offset or reduction of any award of compensatory damages by the amount of any
part of Respondent’s payment of a civil penalty in this action ("Penalty Offset”). If the court in any
Related Investor Action grants such a Penalty Offset, Respondent agrees that it shall, within 30
days after entry of a final order granting the Penalty Offset, notify the Commission’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 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 proceeding. For
purposes of this paragraph, a “Related Investor Action” means a private damages action brought
against Respondent by or on behalf of one or more investors based on substantially the same facts
as alleged in the Order instituted by the Commission in this proceeding.

E. Respondent shall comply with the undertakings enumerate& in paragraphs 58 and
59 of Section IIT above. -

By the Commission.

Elizabeth M. Murphy
Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 9319 / May 1, 2012

SECURITIES EXCHANGE ACT of 1934
Release No. 66896 / May 1, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14863

In the Matter of ORDER UNDER SECTION 27A(b) OF THE
SECURITIES ACT OF 1933 AND SECTION
21E(b) OF THE SECURITIES EXCHANGE

Puerto Rico ACT OF 1934, GRANTING WAIVERS OF
| * THE DISQUALIFICATION PROVISIONS OF
Respondent. ‘. SECTION 27A(b)(1)(A)(ii) OF THE

SECURITIES ACT OF 1933 AND SECTION
21E(b)(1)(A)(ii) OF THE SECURITIES
EXCHANGE ACT OF 1934

UBS Financial Services Inc. of Puerto Rico has submitted a letter, dated April 24,2012,
requesting a waiver of the disqualification provisions of Section 27AMD)Y(1)(A){1) of the
Securities Act of 1933 (“Securities Act”) and Section 21E(b)(1)(A)(ii} of the Securities
Exchange Act of 1934 (“Exchange Act”) arising from UBS Financial Services Inc. of Puerto
Rico’s settlement of an administrative and cease-and-desist proceeding instituted by the
Commission. On May 1, 2012 the Commission issued an Order Instituting Administrative and
Cease-and-Desist Proceeding, Pursuant to Section 8A of the Securities Act of 1933, and Section
21C of the Securities Exchange Act of 1934, Making Findings, and Imposing Remedial
Sanctions and a Cease-and-Desist Order (“Order”) against UBS Financial Services Inc. of Puerto
Rico.

Under the Order, the Commission found that UBS Financial Services Inc. of Puerto Rico,

- a registered broker-dealer, violated the antifraud provisions of the Securities Act and Exchange

Act by making misrepresentations and omissions to investors involving secondary market prices
and liquidity concerning 23 affiliated, non-exchange-traded closed-end funds in Puerto Rico.
Without admitting or denying the findings in the Order, except as to the Commission’s
jurisdiction over it and the subject matter of the proceedings, UBS Financial Services Inc. of
Puerto Rico consented to the Order. In the Order, the Commission ordered that UBS Financial
Services Inc. of Puerto Rico be censured, cease and desist from committing or causing any

j’ 'pf ff -
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violations and any future violations of Sections 17(a) of the Securities Act, Sections 10(b) and
15(c) of the Exchange Act, and Rules 10b-5 of the Exchange Act, and pay a $11,500,000.00
million in disgorgement, $1.1 million in prejudgment interest and a $14,000,000.00 civil penalty.

The safe harbor provisions of Section 27A(c¢) of the Securities Act and Section 21E(c) of
the Exchange Act are not available for any forward-looking statement that is “made with respect
to the business or operations of the issuer, if the issuer . . . . during the 3-year period preceding .
the date on which the statement was first made . . . has been made the subject of a judicial or
administrative decree or order arising out of a governmental action that (I) prohibits future
violations of the antifraud provisions of the securities laws; (II} requires that the issuer cease and

~desist from violating the antifraud provisions of the securities laws; or (III) determines that the

issuer violated the antifraud provisions of the securities laws[.]” Section 27A(b)(1)(A)(ii) of the
Securities Act; Section 21E(b){1)(A)(ii) of the Exchange Act. The disqualifications may be
waived “to the extent otherwise specifically provided by rule, regulation, or order of the
Commission.” Section 27A(b) of the Securities Act; Section 21E(b) of the Exchange Act.

Based upon the representations set forth in UBS Financial Services Inc. of Puerto Rico’s
request, the Commission has determined that, under the circumstances, the request for a waiver
of the disqualifications resulting from the issuance of the Commission’s Order 1s appropriate and
should be granted.

Accordingly, IT IS ORDERED, pursuant to Section 27A(b) of the Securities Act and
Section 21E(b) of the Exchange Act, that a waiver from the disqualification provisions of
Section 27A(b)(1)(A)ii) of the Securities Act and Section 21E(b)(1)(A)(i1) of the Exchange Act
resulting from the Commission’s Order is hereby granted.

By the Commission.

Elizabeth M. Murphy
Secretary

By:/Jill M. Peterson
Ass:stant Secretary
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4 ~ UNITED STATES OF AMERICA
' | Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT of 1933
Release No. 9320 / May 1, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14863

In the Matter of
ORDER UNDER RULE 602(¢) OF THE
UBS Financial Services Inc. of SECURITIES ACT OF 1933 GRANTING A
Puerto Rico, . WAIVER OF THE RULE 602(c)(3)
: DISQUALIFICATION PROVISION
Respondent.

. - ’ _ L

_ UBS Financial Services Inc. of Puerto Rico has submitted a letter, dated April 23, 2012,
requesting a waiver of the Rule 602(c)(3) disqualification from the exemption from registration
under Regulation E arising from UBS Financial Services Inc. of Puerto Rico’s settlement of an
administrative and cease-and-desist proceeding instituted by the Commission.

1L

On May 1, 2012, the Commission issued an Order Instituting Administrative and Cease-
and-Desist Proceedings, Pursuant to Section 8A of the Securities Act of 1933 and Section 21C of
the Securities Exchange Act of 1934, Making Findings, and Imposing Remedial Sanctions and a
Cease-and-Desist Order (“Order”) against UBS Financial Services Inc. of Puerto Rico. Under
the Order, the Commission found that UBS Financial Services Inc. of Puerto Rico, a registered
broker-dealer, violated the antifraud provisions of the Securities Act of 1933 (“Securities Act™)
and the Securities Exchange Act of 1934 (“Exchange Act”). The Commission further found that
UBS Financial Services Inc. of Puerto Rico made misrepresentations and omissions to investors
involving secondary market prices and liquidity concerning 23 affiliated, non-exchange-traded
closed-end funds in Puerto Rico. Without admitting or denying the findings in the Order, except
as to the Commission’s jurisdiction over it and the subject matter of the proceedings, UBS
Financial Services Inc. of Puerto Rico consented to the Order which, among other things,

. censures UBS Financial Services Inc. of Puerto Rico and requires it to cease and desist from
committing or causing any violations and any future violations of Sections 17(a) of the Securities
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Act, Sections 10(b) and 15(c) of the Exchange Act, and Rules 10b-5 of the Exchange Act, and

pay a $11,500,000.00 million in disgorgement, $1.1 million in prejudgment interest and a
$14,000,000.00 civil penalty.

ML

Regulation E provides an exemption from registration under the Securities Act, subject to

certain conditions, for securities issued by certain small business investment companies and

business development companies. Rule 602(c)(3) makes this exemption unavailable for the
securities of any issuer if, among other things, any investment adviser or underwriter of the
securities to be offered is “subject to an order of the Commission entered pursuant to Section
15(b)” of the Exchange Act. Rule 602(¢) provides, however, that the disqualification “ . . . shall
not apply . . . if the Commission determines, upon a showing of good cause, that it is not
necessary under the circumstances that the exemption [from registration pursuant to Regulation
E] be denied.” 17 CF.R. § 230.602(e). '

IV.

Based upon the representations set forth in UBS Financial Services Inc. of Puerto Rico’s
request, the Commission has determined that pursuant to Rule 602(¢) under the Securities Act, 2
showing of good cause has been made that it is not necessary under the circumstances that the
exemption be denied as a result of the Order.

Accordingly, IT IS ORDERED, pursuant to Rule 602(e) under the Securities Act, that a
waiver from the application of the disqualification provision of Rule 602(c)(3) under the

Securities Act resulting from the Commission’s Order is hereby granted.

By the Commission.

| Elizabeth M. Murphy
Secretary

i M Peterson
gsistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

May 2, 2012
In the Matter of:
Recycle Tech, Inc. ORDER OF SUSPENSION

OF TRADING

File No. 500-1

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Recycle Tech, Iné.
(“Recycle Tech™) because it has not filed a periodic report since its 10-Q for the quarterly
perilod ending November 30, 2009, filed on January 13, 2010.

The Commission is of the opinion that the public interest and the protection of
investors require a suspension of trading in the securities of Recycle Tech. Therefore, it
is ordered, pursuant to Section 12(k) of the Securities Exchange Act of 1934, that trading '
in the securities of Recycle Tech is suspended for the period from 9:30 a.m. EDT on

May 2, 2012, through 11:59 p.m. EDT on May 15, 2012.
By the Commission.

Elizabeth M. Murphy
Secretary

L (IOA:(:ULM{J

By:(Jill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66902 / May 2, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14866

In the Matter of . ORDER INSTITUTING PUBLIC
. ADMINISTRATIVE PROCEEDINGS
Recycle Tech, Inc. . AND NOTICE OF HEARING PURSUANT

TO SECTION 12(j) OF THE SECURITIES
: EXCHANGE ACT OF 1934
‘Respondent. :

L
The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors. that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act”) against Recycle Tech, Inc. (CIK No. 0001344770) (“Recycle Tech” or “Respondent™).
IL. |

As a result of its investigation, the Division of Enforcement alleges that:

A. RESPONDENT

1. - Recycle Tech is a Colorado corporation based in Miami, Florida. Recycle Tech has
had a class of securities registered with the Commission pursuant to Section 12(g) of the
Exchange Act. Recycle Tech’s stock is currently quoted on OTC Link operated by OTC
Markets Group Inc. under the trading symbol “RCYT.”

B. © DELINQUENT PERIODIC FILINGS

2. Section 13(a) of the Exchange Act and the rules promulgated thereunder require
issuers of securities registered pursuant to Section 12 of the Exchange Act to file with the
Commission current and accurate information in periodic reports, even if the registration is
voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual reports
(Forms 10-K or 10-KSB) and Rule 13a-13 requires issuers to file quarterly reports (Forms 10-Q
or 10-QSB). '
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3. Recycle Tech has failed to make any of its periodic reports required by Section
13(a) and Rules 13a-1 and 13a-13 of the Exchange Act since January 13,2010, when it filed a
Form 10-Q for the quarterly period ending November 30, 2009, and while its securities have
been registered with the Commission. '

4. As a result of the foregoing, Recycle Tech has failed to comply with Section 13(a)
and Rules 13a-1 and 13a-13 of the Exchange Act. '

.

In view of the allegations made by the Division of Enforcement, the Commisston deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine:

A. Whether the allegations contained in Section II of this Order are true, and to afford
Recycle Tech an opportunity to establish any defenses to such allegations; and

B. Whether it is necessary or appropriate for the protection of investors to suspend for
a period not exceeding twelve months, or to revoke the registration of each class of Recycle
Tech’s securities identified in Section 2 of this Order registered pursuant to Section 12 of the
Exchange Act.

IV,

IT IS HEREBRY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section IIT hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110].

IT IS FURTHER ORDERED that the Respondent shall file an Answer to the allegations
contained in the Order Instituting Proceedings within twenty days after service of this Order, as
provided by Rule 220 of the Commission’s Rules of Practice [17 C.F.R. § 201.220].

If the Respondent fails to file the directed Answer, or fails to appear at a hearing after
being duly notified, the Respondent may be deemed in default and the proceedings may be
determined against it upon consideration of this Order, the allegations of which may be deemed

to be true as provided by Rules 155(a), 220(f), 221(%), and 310 of the Commission’s Rules of

Practice [17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondent personally or by certified or
registered mail or by other means of verifiable delivery. :

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].




&

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not
deemed subject to the provisions of Section 353 delaying the effective date of any final
Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary

| M. Peterson
ssistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66900 / May 2, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14864 '

In the Matter of
. ORDER INSTITUTING
HYDROGENETICS, INC,, ADMINISTRATIVE PROCEEDINGS
' ~ | AND NOTICE OF HEARING '
Respondent. PURSUANT TO SECTION 12(j) OF THE

SECURITIES EXCHANGE ACT OF 1934

L

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange Act™)
, agamst Respondent HydroGenetics, Inc.

IL

After an investigation, the Division of Enforcement alleges that:

A. RESPONDENT

i. HydroGenetics, Inc. (CIK No. 0001309223) is a Florida corporation located in Fort
Lauderdale, Florida with a class of securities registered with the Commission pursuant to Section
12(g) of the Exchange Act since January 2005. HydroGenetics’ stock is currently quoted on OTC
Link operated by OTC Markets Group Inc. under the trading symbol “HYGN.”

B. DELINQUENT PERIODIC FILINGS

2. Section 13(a) of the Exchange Act and the rules promulgated thereunder require
issuers of securities registered pursuant to Section 12 of the Exchange Act to file with the
" Commission current and accurate information in periodic reports, even if the registration is

WP




voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual reports
and Rule 13a-13 requires issuers to file quarterly reports.

3. HydroGenetics, Inc. is delinquent in its periodic filings with the Commission,
having never made any of its required periodic reports while its common stock has been
registered with the Commission. '

4. As a result of the foregoing, HydroGenetics, Inc. has failed to comply with
Section 13(a) of the Exchange Act and Rules 13a-1 and 13a-13 thereunder.

118

In view of the allegations made by the Division of Enforcement, the Commission deems it
necessary and appropriate for the protection of investors that public administrative proceedings be
instituted to determine:

A. Whether the allegations contained in Section II of this Order are true, and, in
connection therewith, to afford Respondent an opportunity to establish any defenses to such
allegations; and ‘

B. Whether it is necessary and appropriate for the protection of investors to suspend for
a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondent identified in Section 11
above.

Iv.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on the
questions set forth in Section II1 hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110 of
the Commission’s Rules of Practice [17 C.F.R. § 201.110].

IT IS FURTHER ORDERED that the Respondent shall file an Answer to the allegations
contained in the Order Instituting Proceedings within twenty (20) days after service of this Order,
as provided by Rule 220 of the Commission’s Rules of Practice [17 C.F.R. § 201.220].

If the Respondent fails to file the directed Answer, or fails to appear at a hearing after being
duly notified, the Respondent may be deemed in default and the proceedings may be determined
against it upon consideration of this Order, the allegations of which may be deemed to be true as
provided by Rules 155(a), 220(f), 221(f), and 310 of the Commission’s Rules of Practice [17
C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondent personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission’s Rules of Practice.




. IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2) of
the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually related
proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not deemed
subject to the provisions of Section 553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy

" Secretary

| M. Péterson
ssistant Secretary
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UNITED STATES OF AMERICA .
Before the

SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 9321/ May 2, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14865

ORDER INSTITUTING CEASE-AND-
In the Matter of DESIST PROCEEDINGS PURSUANT TO
SECTION 8A OF THE SECURITIES ACT
HYDROGENETICS, INC,, OF 1933, MAKING FINDINGS, AND
' IMPOSING A CEASE-AND-DESIST
Respondent. ORDER
I.

" The Securities and Exchange Commission (“Commission™) deems it appropriate that cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 8A of the Securities Act
of 1933 (“Securities Act™), against HydroGenetics, Inc. (“HydroGenetics™ or “Respondent”).

1L

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings

" . herein, except as to the Commission’s jurisdiction over it and the subject matter of these

proceedings, which are admitted, Respondent consents to the entry of this Order Instituting Cease-
and-Desist Proceedings Pursuant to Section 8A of the Securities Act of 1933, Making Findings,
and Imposing a Cease-and-Desist Order (“Order™), as set forth below.

1
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II1.
On the basis of this Order and Respondent’s Offer, the Commission finds' that:

1. HydroGenetics is a Florida corporation with its principal place of business in Fort
Lauderdale, Florida. HydroGenetics purportedly engages in the business of acquiring emerging
alternative energy companies. During the relevant {ime its common stock was registered pursuant
to Section 12(g) of the Securities Exchange Act of 1934 (“Exchange Act”). Its common stock is
quoted on the OTC Link, operated by OTC Markets Group, Inc.

2. In or about April 2008, certain investors purchased promissory notes that were
convertible to HydroGenetics shares. Over the next year, the investors caused portions of the
promissory notes to be assigned to various individuals and entities. Those individuals and
entities then sought to convert the promissory notes to shares,

3. From May 2008 to approximately June 2009 HydroGenetics issued more than 248
million common shares that did not bear a restrictive legend to various stock recipients who had
converted the promissory notes into HydroGenetics common stock.

4. HydroGenetics accepted the conversion of promissory notes. Then, beginning in
May 2008 and ending in May 2009, two attorneys drafted eight nearly identical opinion letters
opining that, pursuant to Rule 144, the shares issued pursuant to the conversion need not bear a
restrictive legend because the holders of the promissory notes could rely on Rule 144 for their
resales. According to the opinion letters, HydroGenetics was a pon-reporting company. That
statement was incorrect. HydroGenetics common stock was at all relevant times registered under
Rule 12(g) of the Exchange Act and thus HydroGenetics was required to file periodic reports
with the Commission.

5. HydroGenetics never filed any periodic reports and therefore failed to comport
with the filing requirements of Section 13(a) of the Exchange Act. Accordingly, Rule 144 was

“not available and HydroGenetics could not issue the stock without a restrictive legend.

6. Nonetheless, HydroGenetics sent its transfer agent the opinion letters. In reliance
on the opinion letters, HydroGenetics’ transfer agent issued stock certificates representing more
than 248 million shares that did not bear a restrictive legend.

7. In addition to improperly authorizing the issuance of unlegended stock certificates
purportedly in compliance with Rule 144, HydroGenetics continued to accept the promissory
notes for conversion to shares after the convertibility of the promissory notes to shares was
exhausted. As a result, of the more than 248 million shares issued, approximately 107 million of
those shares were also the product of improperly over-converting the promissory notes to
HydroGenetics shares. '

' The findings herein are made pursuant to Respondent's Offer of Settlement and are not binding
on any other person or entity in this or any other proceeding,

2
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8. Section 5(a) of the Securities Act prohibits the use of any means or instruments of
transportation or communication in interstate commerce or of the mails to sell a security unless a
registration statement is in effect as to such security. Section 5(c) of the Securities Act prohibits
the use of any means or instruments of transportation or communication in interstate commerce
or of the mails to offer to sell or offer to buy a security unless a registration statement has been
filed as to such security. No registration statement was filed with the Commission or was in
effect as to the offer and sale of the shares that HydroGenetics distributed to the public.

9. As a result of the conduct described above, HydroGenetics violated Sections 5(a)
and 5(c) of the Securities Act.

Iv.

~ In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in Respondent HydroGenetics’ Offer.

Accordingly, it is hereby ORDERED that:

Pursuant to Section 8A of the Securities Act, Respondent HydroGenetics cease and desist

from committing or causing any violations and any future violations of Sections 3(a) and 5(c) of the
Securities Act.

By the Commission.

Elizabeth M. Murphy
Secretary
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UNITED STATES OF AMERICA

AHNer
ML aropiy
Before the

SECURITIES AND EXCHANGE COMMISSION

May 2, 2012
In the Matter of
HydroGenetics, Inc. : ORDER OF SUSPENSION
OF TRADING

File No. 500-1

It appears to the Securities and Exchange Commission that there is a‘. lack of current and
accurate information concerning the securities of HydroGenetics, Inc. (“HydroGenetics™)
because it has not filed a pefiodic report since its Form 10 registration statement became
effective in January 2005. | |

The Commission is of the opinion that the public interest and the protection of investors
require a suspension of trading in the securities of HydroGenetics. Therefore, it is ordered,
pursuant to Section 12(k) of the Securities Exchange Act of 1934, that trading in the securities of
HydroGen_etics is suspended for the period from 9:30 a.m. EDT on May 2, 2012, through 11:59

p.m. EDT on May 15, 2012.

By the Commission.

Elizabeth M. Murphy
Secrectary

By:(Jili M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA

‘ Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66906 / May 2, 2012

ADMINISTRATIVE PROCEEDING
~ File No. 3-14867 |

In the Matter of ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
SinoTech Energy Limited AND NOTICE OF HEARING
- PURSUANT TO SECTION 12(j) OF
Respondent. S .| THE SECURITIES EXCHANGE ACT
OF 1934
I

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against SinoTech Energy Limited (“SinoTech™ or “Respondent”).

IL.
After an investigation, the Division of Enforcement alleges that:
A. RESPONDENT

1. SinoTech is a Cayman Islands company. It operates an enhanced oil
recovery (EOR) services business through a subsidiary, Tianjin New Highland Science
and Technology Development Co., Ltd., a British Virgin Islands-incorporated company

“with its principal place of business in Beijing, China. SinoTech’s registration statement
for its initial public offering went effective on November 3, 2010. The company’s
American Depository Shares thereafter traded on NASDAQ (ticker: CTE) until August
16, 2011, when NASDAQ halted trading. On October 18,2011, NASDAQ suspended
trading in SinoTech’s shares. SinoTech traded on the Pink Sheets (ticker: CTESY. PK)
thereafter until its stock was delisted by NASDAQ on January 6, 2012.
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B. DELINQUENT PERIODIC FILINGS

2. On September 22, 2011, SinoTech’s independent auditor resigned. The
auditor withdrew its audit report with respect to SinoTech’s September 30, 201 ( fiscal
year-end financial statements that were included in the company’s annual report on Form
20-F filed with the Commission and stated that the audit report should no longer be relied -
upon. : '

3. Exchange Act Section 13(a) and the rules promul gated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports. Specifically, Rule 13a-
1 requires issuers to file annual reports.

4. Because Respondent’s auditor withdrew its audit report for Respondent’s
financial statements as of and for the fiscal year ended September 30, 2010, SinoTech’s
annual report on Form 20-F is not supported by audited financial statements. As a result,
SinoTech has no compliant Commission filings, is delinquent in its periodic filings with
the Commission, and has failed to comply with Exchange Act Section 13(a) and Rule
13a-1 thereunder. '

IIL.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in
connection therewith, to afford the Respondent an opportunity to establish any defenses
to such allegations; and

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of, each
class of securities registered pursuant to Section 12 of the Exchange Act of SinoTech and
any successor under Exchange Act Rule 12b-2 or 12g-3, and any new corporate name of
the Respondent.

IvV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rute 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that Respondent shall file an Answer to

the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b}].

2
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If Respondent fails to file the directed Answer, or fails to appear at a hearing after
being duly notified, the Respondent, and any successor under Exchange Act Rule 12b-2
_or 12g-3, and any new corporate name of the Respondent, may be deemed in default and

the proceedings may be determined against it upon consideration of this Order, the

allegations of which may be deemed to be true as provided by Rules 155(a), 220(%),

221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a), ‘
- 201.220(f), 201.221(f), and 201.310]. ‘

This Order shall be served forthwith upon the Respondent personally or by
certified, registered, or Express Mail, or by other means permitted by the Commission

" Rules of Practice.

IT 1S FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.FR. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

3

Elizabeth M. Murphy
Secretary
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M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

May 3, 2012
" In the Matter of
Airtrax, Inc., ORDER OF SUSPENSION OF
Amedia Networks, Inc., TRADING

American Business Financial Services, Inc.,
Appalachian Bancshares, Inc., and
Ariel Way, Inc.

File No. 500-1

It appears to the Securities and Exchange Commission that there is a lack of current and |
accurate information concerning the securities of Airtrax, Inc. because it has not filed any
periodic reports since the period ended Mareh 31, 2008.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information eoncerning the securities of Amedia Networks, Inc. because it has not filed
any perlodlc reports since the period ended September 30, 2007.

It appears to the Securities and Exchange Comm1ssmn that there is a lack of current and
accurate information concerning the securities of American Business Financial Services, Inc.
because it has not filed any periodic reports since the period ended September 30, 2004.

It appears to the Secuﬁties and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Appalachian Bancshares, Inc. because it has
not filed any periodic reports since the period ended June 30, 2009.

It appears to the Securities and Exchange Commission that there 1S -a lack of current and
accurate information concerning the securities of Ariel Way, Ine. because it has not filed any

periodic reports since the period ended June 30, 2008.
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The Commission is of the opinion that the i)ublic interest and the protection of investors
Q.r _ require a suspension of tradin'g in the securities of ;che above-listed companies. Therefore, it 13
or(iered, pursuant to Secﬁon 12(k) of the Securities Exchange Act of 1934, that trading in the
securities of the above-listed companies is-suspendéd for the period from 9:30 a.m. EDT on May

3, 2012, through 11:59 p.m. EDT on May 16, 2012.

Elizabeth M. Murphy V'/'T’/KA/)/

Secretary

By the Commission.




UNITED STATES OF AMERICA
"~ Before the
'SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66908 / May 3,2012

ADMINISTRATIVE PROCEEDING

File No. 3-14869

~ In the Matter of : ORDER INSTITUTING
ADMINISTRATIVE
Airtrax, Inc., ‘ PROCEEDINGS AND NOTICE
Amedia Networks, Inc., OF HEARING PURSUANT TO
American Business Financial Services, Inc., ~ | SECTION 12(j) OF THE
Appalachian Bancshares, Inc., and SECURITIES EXCHANGE ACT
Ariel Way, Inc.. OF 1934
| Respondents.
L

' The Securities and Exchange Commission (“Commission”) deems it necessary. and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act™) against the Respondents named in the caption. ) '

II.
After an investigation, the Division of Enforcement alleges that:
A. RESPONDENTS -

1.  Airrax, Inc. (“AITX™) ' (CIK No. 1081372) is a New Jersey corporation located
in Blackwood, New Jersey with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). AITX is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 10-Q for the period ended March 31,
2008, which reported a net loss of $1,977,411 for the prior three months. Asof May 1, 2012, the
common stock of AITX was quoted on OTC Link (formerly “Pink Sheets”) operated by OTC
Markets Group Inc. (“OTC Link™), had eight market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(H3).

The short form of each issuer’s name is also its stock symbol.
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2. Amedia Networks, Inc. (“AANT”) (CIK No. 933955) is a void Delaware
corporation located in Eatontown, New Jersey with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). AANI s delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended September 30, 2007, which reported a net loss of $10,808,499 for the prior nine
months. As of May 1, 2012, the common stock of AANI was quoted on OTC Link, had seven
market makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-

11¢H(3).

3. American Business Financial Services, Inc. (“ABFIQ”) (CIK No. 772349) is a
void Delaware corporation located in Philadelphia, Pennsylvania with a class of securities
registered with the Commission pursuant to Exchange Act Section 12(g). ABFIQ is delinquent
in its periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended September 30, 2004, which reported a net loss of $25,237,000
for the prior three months. On January 21, 2005, ABFIQ filed a Chapter 11 petition in the U.S.
Bankruptcy Court for the District of Delaware, which was converted to a Chapter 7 petition on
May 17, 2005, and was still pending as of May 1, 2012. As of May 1, 2012, the common stock
of ABFIQ was quoted on OTC Link, had seven market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

4. Appalachian Bancshares, Inc. (“APAB”) (CIK No. 1019883) is a noncompliant
Georgia corporation located in Ellijay, Georgia with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). APAB is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended June 30, 2009, which reported a net loss of $32,660,000 for the prior six months.
As of May 1, 2012, the common stock of APAB was quoted on OTC Link, had cight market
makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

5. Ariel Way, Inc. (“AWYI”) (CIK No. 1145254) is a Florida corporation located in
Washington, D.C. with a class of sccurities registered with the Commission pursuant to
Exchange Act Section 12(g). AWYI is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 10-QSB for the period ended June 30,
2008, which reported a net loss of $1.579,346 for the prior nine months. As of May 1, 2012, the
common stock of AWY]I was quoted on OTC Link, had ten market makers, and was eligible for
the “piggyback” exception of Exchange Act Rule 15¢2-11(H(3).

B. DELINQUENT PERIODIC FILINGS

6. As discussed in more detail above, all of the Respondents are delinquent in their
periodic filings with the Commission, have repeatedly failed to meet their obligations to file
timely periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or, through
their failure to maintain a valid address on file with the Commission as required by Commission
rules, did not receive such letters.

7. Exchange Act Section 13(a) and the rules promulgated thereunder require 1ssuers
of sccurities registered pursuant to Exchange Act Section 12 to file with the Commission current




and accurate information in peﬁodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports, and Rule 13a-13 requires
domestic issuers to file quarterly reports.

8. As a result of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and 13a-13 thereunder. .

TIL

In view of the allegations made by the Division of Enforcement, the Commission deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine: :

A. Whether the allegations contained in Section II hereof are true and, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such allegations;
and,

-~ B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondents identified in Section II .
hereof, and any successor under Exchange Act Rules 12b-2 or 12g-3, and any new corporate
names of any Respondents.

1vV.

~ IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section III hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110}].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to the
allegations contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.FR. §201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after being
duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 or 12g-3,
and any new corporate names of any Respondents, may be deemed in default and the

* proceedings may be determined against it upon consideration of this Order, the allegations of

which may be deemed to be true as provided by Rulés 155(a), 220(f), 221(f), and 310 of the
Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a), 201.220(5), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of Practice.

ITIS FURTHER ORDERED that the Administrative Law Judge shall issue an initial _
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].




In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not
deemed subject to the provisions of Section 553 delaying the effective date of any final

Commission action.
By the Commission.
st S ooy

Elizabeth M. Murphy
Secretary
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SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 240

[Release No. 34-66910; File No. S7-08-07}

RIN 3235-AJ85

Amendments to Financial Responsibility Rules for Broker-Deélers

AGENCY: Securities and Exchange Commission

ACTION: Proposed rule; reopening of comment period.

SUMMARY: The Securities and Exchange Commission (“Commission”) is reopening the
comment period for proposed amendments to its net capital, customer protection, books and
records, and notification rules for broker-dealers under the Securities Exchange Act of 1934
(“Exchange Act”), which was issued by the Commission on March 9, 2007 (Exchange Act
Release No. 55431, 72 FR 12862 (Mar. 19, 2007)). The original comment period for the

proposed amendments closed on May 18, 2007, and the Commission extended the public

comment period until June 18, 2007. The Commission did not act on the rules at that time. The

Commission is presently reconsidering the proposed rule amendments Given the passage of
time since the amendments were proposed, the Commission is reopening for 30 days the time

period in which to provide the Commission with comments.

DATES: ' Comments should be received on or before [insert date 30 days after FR publication].

ADDRESSES: Comments may be submitted by any of the following methods:

Electronic comments:

e Use the Commission's Internet comment form (http://www.sec. gov/rules/proposed);

e Send an e-mail to rule-comments(@sec.gov. Please include File Number S7-08-07 on the

subject line; or
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e Use the Federal eRulemaking Portal (http://www.regulations.gov). Follow the
instructions for submitting comments.

Paper Comments:

e Send paper comments in triplicate to Elizabeth M. Murphy, Secretary, Securities and
Exchange Commission, 100 F Street NE, Washington, DC 20549-1090.
All submissions should refer to File Number $7-08-07. This file number should be
included on the subject line if e-mail is used. To help us process and review your comments
more efficiently, please use only one method. The Commission will post all comments on the

Commission's Internet web site (http://www.sec.gov/rules/proposed). Comments will also be

available for public inspection and copying in the Commission's Public Reference Room, 100 F
Street NE, Washington, DC 20549 on official business days between the hours of 10:00 a.m. and
3:00 pm. All comments received will be posted without change; we do not edit personal
identifyi;lg information from submissions. You should submit only information that you wish to
make available puBlicly.

FOR FURTHER INFORMATION CONTACT: Michaél A. Macchiaroli, Associate Director,
at (202) 551-5525; Thomas K. McGowan, Deputy Associate Director, at (202) 551-3521;
Randall Roy, Assistant Director, at (202) 551-5522; Raymond A. Lombardo, Branch Chief, at
(202) 551-5755; or Sheila Dombal Swartz, Special Counsel, at (202) 551-5545; Division of
Trading and Markets, Securities and Exchange Commission, 100 F Streef, NE, Washington, DC
20549-7010.

SUPPLEMENTARY INFORMATION: On March 9, 2007, the Commission requested

comment on proposed amendments to'the Commission'’s net capital, customer protection, books




and records, and notification rules for broker-dealers under the Exchange Act.! Specifically, the
proposed amendments are designed to address several areas of concern regarding the financial
requirements for broker-dealers. They also would update the financial responsibility rules and
make certain technical émendments.

The Commission originally requested that comments on this proposal be received by May 18,
2007, and subsequently extended the public comment period to June 18, 20072 Thé
Commission is reconsidering these proposals presently. Given economic events since the rule
amendments were proposed, as well as regulatory developments, comments received on the
proposed amendments, the continuing public interest in the proposed amendments and the
passage of time, the Commission believes that it would be appropriate to facilitate additional
public comments on the proposed rule amendments. Accordingly, the Commission is reopening’

the public comment period for 30 days.

By the Commission. W% ?}Z. %7 : 3

Elizabeth M. Murphy
Secretary

Date: May 3, 2012

! e Exchange Act Release No. 55431, 72 FR 12862 (Mar. 19, 20(57).

Se
? gee Fxchange Act Release No. 55777 (May 17, 2007), 72 FR 28908 (May 23, 2007).
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE .COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66921 / May 4, 2012

ADMINISTRATIVE PROCEEDING

File No. 3-14870

In the Matter of ORDER INSTITUTING

- | ADMINISTRATIVE
Anthracite Capital, Inc., PROCEEDINGS AND NOTICE
Auto Data Network Inc., OF HEARING PURSUANT TO
Avenue Group, Inc., SECTION 12(j) OF THE
Ckrush, Inc., SECURITIES EXCHANGE ACT
Clickable Enterprises, Inc., and OF 1934
DCI USA, Inc,,

Respondents.
I

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act”) against the Respondents named in the caption.

1.
After an investigation, the Division of Enforcement alleges that:
A. RESPONDENTS

1. Anthracite Capital, Inc. (“ACPIQ”) 1 (CIK No. 1050112) is a forfeited Maryland
corporation located in New York, New York with a class of securities registered with the ‘
Commission pursuant to Exchange Act Section 12(g). ACPIQ is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended September 30, 2009, which reported a net loss of $118,794,000 for the prior
nine months. On March 15, 2010, ACPIQ filed a Chapter 7 petition in the U.S. Bankruptcy
Court for the Southern District of New York, which was still pending as of May 1, 2012. Asof
May 1, 2012, the common stock of ACPIQ was quoted on OTC Link (formerly “Pink Sheets”)

IThe short form of each issuer’s name is also its stock symbol.
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operated by OTC Markets Group Inc. (“OTC Link”), had thirteen market makers, and was
cligible for the “piggyback” exception of Exchange Act Rule 15¢2-1 1(D(3).

2. Auto Data Network Inc. (“ADNW”) (CIK No. 1029762) is a void Delaware
corporation located in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). ADNW is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-QSB
for the period ended November 30, 2004. As of May 1, 2012, the common stock of ADNW was
quoted on OTC Link, bad ten market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11(£)(3).

3. Avenue Group, Inc. (“AVNU”) (CIK No. 1100006) is a forfeited Delaware
corporation located in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). AVNU is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended March 31, 2009, which reported a net loss of $339,266 for the prior three months.
As of May 1, 2012, the common stock of AVNU was quoted on OTC Link, had eight market
makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-1 1(H3).

4. Ckrush, Inc. (“CKRU”) (CIK No. 1064539) is a forfeited Delaware corporation
located in New York, New York with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). CKRU is delinquent in its periodic filings with the
. Commission, having not filed any periodic reports since it filed a Form 10-Q for the period
ended March 31, 2008, which reported a net loss of $1,341,028 for the prior three months. On
December 2, 2005, CKRU (then named Cedric Kushner Promotions, Inc.) consented to the entry
of a permanent injunction which, among other relief, enj oined it from violating Exchange Act
Sections 10(b), 13(a), 13(b)(2)(A), and 13(b)(2)(B) and Rules 10b-5, 12b-20 and 13a-1
thereunder. S.E.C. v. Cedric Kushner Promotions, Inc., 04-CV-2324 (8.D.N.Y. Dec. 2, 2005).
Litigation Rel. No. 19485 (Dec. 5, 2005). As of May 1, 2012, the common stock of CKRU was
quoted on OTC Link, had seven market makers, and was eligible for the “piggyback” exception
‘of Exchange Act Rule 15¢2-11(f)(3).

5. Clickable Enterprises, Inc. (“CKEI”) (CIK No. 1045151) is a void Delaware
corporation located in Larchmont, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). CKEl is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-KSB for the
period ended March 31, 2008, which reported a net loss of $4,303,759 for the prior year. As of
May 1, 2012, the common stock of CKEI was quoted on OTC Link, had eight market makers,
and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11()(3).

6. DCI USA, Inc. (“DCIU”) (CIK No. 1120210) is a delinquent Delaware
corporation located in Brooklyn, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). DCIU is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended June 30, 2008. As of May 1, 2012, the common stock of DCIU was quoted on .
OTC Link, had six market makers, and was eligible for the “piggyback” exception of Exchange
Act Rule 15¢2-11(£)(3).




B. DELINQUENT PERIODIC FILINGS

7. As discussed in more detail above, all of the Respondents are delinquent in their
periodic filings with the Commission, have repeatedly failed to meet their obligations to file
timely periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or, through
their failure to maintain a valid address on file with the Commission as required by Commission
rules, did not receive such letters.

8. Exchange Act Section 13(a) and the rules promulgated thereunder require issuers
of securities registered pursuant to Exchange Act Section 12 to file with the Commission current
and accurate information in periodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports, and Rule 13a-13 requires
domestic issuers to file quarterly reports.

9. As a result of the foregoing, Respondenfs failed to comply with Exchange Act

-Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

1L

In view of the allegations made by the Division of Enforcement, the Commission deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such allegations;
and, :

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondents identified in Section II
hereof, and any successor under Exchange Act Rules 12b-2 or 12g-3, and any new corporate
names of any Respondents.

V.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section IIT hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110].

[T IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to the
allegations contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. §201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after being
duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 or 12g-3,




and any new corporate names of any Respondents, may be deemed in default and the
proceedings may be determined against it upon consideration of this Order, the allegations of
which may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the
Commission’s Rules of Practice [17 C.F.R. §§ 201.155(z), 201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to niotice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not
deemed subject to the provisions of Section 553 delaying the effective date of any final

Commission action.

By the Commission.

B Shurphr,

Elizabeth M. Murphy
Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

May 4, 2012

In the Matter of

Anthracite Capital, Inc., ' ORDER OF SUSPENSION OF
Auto Data Network Inc., TRADING _
Avenue Group, Inc.,

Ckrush, Inc.,

Clickable Enterprises, Inc., and
DCI USA, In¢.,

File No. 500-1

Tt appears to the Sécurities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Anthracite Capital, Inc. because it has not filed
any periodic reports since the period ended September 30, 2009.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information conceming the securities of Auto Data Network Inc. because it has not filed
any periodic reports since the period ended November 30, 2004,

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Avenue Group, Inc. because it has not filed any
peﬁodic reports since the period ended March 31, 2009.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Ckrush, Inc. because it has not filed any
periodic reports since the period ended March 31, 2008.

It appears to the Securities and Exchange Commission that there is a lack of current and
_ accurate information concerning the securities of Clickable Enterprises, Inc. because it has not

filed any periodic reports since the period ended March 31, 2008.
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It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of DCI USA, Inc. because it has not filed any
periodic reports since the perioci ended June 30, 2008.

The Commission is of the opinion that the public interest and the protection of investors
require a suspension of trading in the securities of the above-listed companies. Therefore, it is
ordered, pursuant to Section 12(k) of the Securities Exchange Act of 1934, that trading in the
securities of the above-listed companies is suspended for the period from 9:30 a.m. EDT on May
4, 2012, through 11:59 p.m. EDT on May 17, 2012,

By the Cbmmission.

Elizabeth M. Murphy
Secretary
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SECURITIES AND EXCHANGE COMMISSION
(Release No. 34-66927; File No. SR-MSRB-2011-09)

May 4, 2012
Self-Regulatory Organizations; Municipal Securities Rulemaking Board; Order Approving
Proposed Rule Change, as Modified by Amendment No. 2, Consisting of Interpretive Notice
Concerning the Application of MSRB Rule G-17 to Underwriters of Municipal Secunities
L Introduction

On August 22, 2011, the Municipal Securities Rulemaking Board (“MSRB” or “Board™)

filed with the Securities and Exchange Commission (“Commission”), pursuant to Section

]9(b)(1) of the Securities Exchange Act of 1934 (“Exchange Act” or “Act”) and Rule 19b-4

thereunder,” a proposed rule change consmtmg of an 1nterpret1ve notice concerning the
application of MSRB Rule G-17 (Conduct of Municipal Securities and Municipal Advisory
Activities) to underwriters of municipal securities (“Interpretive Notice™). The proposed rule

change was published for comment in the Federal Register on September 9, 201 17 The

Commission received five comment letters on the proposed rule change.® On October 11,2011,
the MSRB extended the time period for Commission action to December 7, 2011. On November

3,2011, the MSRB filed Amendment No. 1 to the proposed rule change. On November 10,

! 15 U.S.C. 78s(b)(1).
z 17 CFR 240.19b-4.

3 See Securities Exchange Act Release No. 65263 (September 6, 2011), 76 FR 55989
(“*Original Notice of Filing”).

4 See letters from Joy A. Howard, Principal, WM Financial Strategies, dated September 30,
2011 (“WM Letter I”); Mike Nicholas, Chief Executive Officer, Bond Dealers of
America, dated September 30, 2010 (“BDA Letter I); Colette J. Irwin-Knott, CIPFA,
President, National Association of Independent Public Finance Advisors, dated
September 30, 2011 (“NATIPFA Letter I”); Leslie M. Norwood, Managing Director and
Associate General Counsel, Securities Industry and Financial Markets Association, dated
September 30, 2011 (“SIFMA Letter I); and Susan Gaffney, Director, Federal Liaison
Center, Government Finance Officers Association, dated October 3, 2011 (“GFOA Letter

]11)
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2011, the MSRB withdrew Amendment No. 1, responded to comments,5 and filed Amendment
No. 2 to the proposed rule change. The proposed rule change, as modified by Amendment No. 2,

was published for comment in the Federal Register on November 21, 201 1.5 The Commission

received eight comment letters on the proposed rule change, as modified by Amendment No. 2,
and a second response from the MSRB.” On December 6, 2011, the MSRB extended the time
period for Commission action to December 8, 2011. On December 8, 2011, the Commission
instituted proceedings under Section 19(b)(2)(B) of the Act to determine whether to approve or
disapprove the proposed rule chamge.S The Commission received five comment letfers and two

additional responses from the MSRB.? On March 5, 2012, the MSRB extended the time perio}i

See letter from Margaret C. Henry, General Counsel, Market Regulation, MSRB, dated
November 10, 2011 (“Response Letter 17). :

é See Securities Exchange Act Release No. 65749 (November 15, 201 1), 76 FR 72013
(“Amended Notice of Filing”}).

See letters from Colette J. Trwin-Knott, CIPFA, President, National Association of
Independent Public Finance Advisors, dated November 30, 2011 (“NAIPFA Letter 11I”);
E. John White, Chief Executive Officer, Public Financial Management, Inc., dated
November 30, 2011 (“PFM Letter J); Leslie M. Norwood, Managing Director and
Associate General Counsel, Securities Industry and Financial Markets Association, dated
November 30, 2011 (“SIFMA Letter 11); Joy A. Howard, Principal, WM Financial
Strategies, dated November 30, 2011 (WM Letter I17); Michael Nicholas, CEO, Bond
Dealers of America, dated December 1, 2011 (“BDA Letter 117); Susan Gaffney,
Director, Federal Liaison Center; Government Finance Officers Association, dated
December 1, 2011 (“GFOA Letter 11); Robert Doty, AGFS, dated December 1, 2011
(“AGFS Letter™); and Peter C. Orr, CFA, President, Intuitive Analytics LLC, dated
December 7, 2011 (“IA Letter”). See letter from Margaret C. Henry, General Counsel,
Market Regulation, MSRB, dated December 7, 2011 (“Response Letter 117).

5 See Securities Exchange Act Release No. 65918 (December 8, 2011), 76 FR 77865
(December 14, 2011). '

See letters from Leslic M. Norwood, Managing Director and Associate General Counsel,
Securities Industry and Financial Markets Association, dated January 27, 2012 (“SIFMA
Letter 111”); Michael Nicholas, Chief Executive Officer, Bond Dealers of America, dated
January 30, 2012 (“BDA Letter I117); Colette J. Irwin-Knott, CIPFA, President, National
Association of Independent Public Finance Advisors, dated January 30, 2012 (“NAIPFA
Letter 111); Susan Gaffney, Director, Federal Liaison Center, Government Finance
Officers Association, dated January 30, 2012 (*GFOA Letter 111"); and John H. Bonow,




for Commission action to May 4, 2012. This order approves the proposed rule change, as
. modified by Amendment No. 2.

11. Description of the Proposal

The MSRB proposes to adopt an interpretive notice with respect to MSRB Rule G-17,
which states that “[i]n the conduct of its municipal sécurities or municipal advisory activities,
each broker, dealer, municipal securities dealer, and municipal advisor shall deal fairly with all
persons aﬁd shall not engage in any deceptive, dishonest, or unfair préctice.”

The Interpretive Notice would apply to dealers acting as underwriters and their duty to
municipal entitym issuers of municipal securities in ﬁegotiated underwritings (except where the
Interpretive Notice indicates that it aiso applies to competitive underwritings), but would not
apply to selling group members or when-a dealer is serving as an advisor to a municipal entity.
The Interpretive Notice would include the following sections: (1) Basic Fair Dealing Principle;
(2) Role of the Underwriter/Conflicts of Interest; (3) Representations to Issuers; (4) Required
Disclosures to Issuers; (5) Underwriter Duties in Connection with Issuer Disclosure Documents;
(6) Underwriter Compensation and New issue Pricing; (7) Conflicts of Interest; (8) Retail Order

Periods; and (9) Dealer Payments 10 Issuer Personnel.

Chief Executive Officer, Public Financial Management, Inc., dated February 13, 2012
(“PFM Letter II"). See letters from Margaret C. Henry, General Counsel, Market
Regulation, MSRB, dated January 30, 2012 (“Response Letter I11") and Margaret C.
Henry, General Counsel, Market Regulation, MSRB, dated February 13, 2012
(“Response Letter IV”).

The Interpretive Notice would define the term “municipal entity” as that term 1s defined
by Section 15B(e)(8) of the Exchange Act: “any State, political subdivision of a State, or
municipal corporate instrumentality of a State, including-——(A) any agency, authority, of
instrumentality of the State, political subdivision, or municipal corporate instrumentality;
(B) any plan, program, or pool of assets sponsored or established by the State, political
subdivision, or municipal corporate instrumentality or any agency, authority, or
instrumentality thereof; and (C) any other issuer of municipal securities.” See
Interpretive Notice at endnote 1.




A. Basic Fair Dealing Principle

The Interpretive Notice would interpret Rule G-1 7’s duty to deal fairly with all persons as
providing that an underwriter must not misrepresent or omit the facts, risks, potential benefits, or
other material information about municipal securitics activities undertaken with a municipal
entity issuer. The Interpretive Notice would also state that MSRB Rule G-17 establishes a
general duty of a dealer to deal fairly with all persons (including, but not limited to, issuers of

municipal securities), even in the absence of fraud.

B. Role of the Underwriter/Conflicts of Interest
The Interpretive Notice would state that MSRB Rule G-17’s duty to deal fairly with all
_ persons requires the underwriter to make certain disclosures to the issuer of municipal securities
to clarify the underwriter’s role in an issuance of municipal securities and the actual or potential
. material conflicts of interest with respect to such 1ssuance, as described below.

1. Disclosures Concerning the Underwriter’s Role

An underwriter must disclose the t.“ollowing information to an issuer: (A) MSRB Rule G-
17 requires an underwriter to deal fairly at all times with both municipal issuers and investors;
(B) the underwriter’s primary role is to purchase securities with a view to distribution in an
arm’s-length commercial transaction with the issuer and it has financial and other interests that
differ from those of the issuer; (C) unlike a municipal advisor, the underwriter does not have a
ﬁduciafy duty to the issuer under the federal securities laws and is not required by federal law to
act in the best interest of the issuer without regard to the underwriter’s own financial or other
interests; (D) the underwriter has a duty to purchase securities from the issuer at a fair and
reasonable price, but must balance that duty with its duty to sell municipal securities to investors

at prices that are fair and reasonable; and (E) the underwriter will review the official statement




for the issuer’s securities in accordance with, and as part of, its responsibilities to investors under
the federal securities laws, as applicd to the facts and circumstances of the transaction.
Moreover, the Interpretive Notice would state that the underwnter must not recommend that the
issuer not retain a munictpal advisor.

2. Disclosure Concerning the Underwriter’s Compensation

An underwriter must disclose to an issuer whether its anderwriting compensation will be
contingent on the closing of a tra;nsaction. The underwriter must also disclose that compensation
that is contingent on the closing of a transaction or the size of a transaction presents a conflict of
interest, because it may cause the underwriter to recommend a transaction that is unnecessary or
to recommend that the size of the transaction be larger tt\xan is necessary.

3. Other Conflicts Disclosures

An underwriter must disclose other potential or actual material conflicts bf interest,
including, but not limited to, the following: (A) any payments described beléw in Section II
(G)(1) “Conflicts of Interest — Payments to or from Third Parties”; (B) any arrangements
described below in Section 11 (G)(2) “Conflicts of Interest — Profit-Sharing with _Investors”; (8]
the credit default swap disclosures described below in Section 1T (G)(3) “Conflicts of Interest —
Credit Default Swaps™, and (D) any incentives for the underwriter to recommend a complex
municipal securities financing and other associated conflicts of interest described below in
Section 11 (D) “Required Disclosures to Issuers.” .

Disclosures concerning the role of the underwriter and the underwriter’s compensation
could be made by a syndicate manager on behalf of other syndicate members. Other conflicts

disclosures must be made by the particular underwriters subject to such conflicts.




4, Timing and Manner of Disclosures

All of the foregoing disclosures must be made in writing to an official of the issuer that
lthe underwriter reasonably believes has the authority to bind the issuer by contract with the
" underwriter and that, to the knowledge of the underwriter, is not a party to a disclosed conflict.
The Interpretive Notice would specify that the disclosures must be made in a manner designed to
make clear to such official the subject matter of the disclosures and their implications for the
issuer.

Disclosure concerning the arm’s-length nature of the underwriter-issuer relationship must
be made in the earliest stagés of the underwriter’s relationship with the issuer, for example, in a
response to a request for proposals or in promotional materials provided to an issucr. Other
disclosures concerning the role of the underwriter and the underwriter’s compensation generally
must be made when the underwniter is engaged to perform underwriting services, for example, in
an engagement letter, not solely in a bond purchase agreement. Other conflicts disclosures must
be made at the same time, except with regard to conflicts discovered or arising after the
underwriter has been engaged. For example, a conflict may not be present until an underwriter
" has recommended a particular financing. In that case, the disclosure must be provided in
sufficient time before the execution of a contract with the underwriter to allow the official to
evaluate the recommendation, as describeld below in Section I (1) “Required Disclosures to
Issuers.”

5. Acknowledeement of Disclosures

An underwriter must attempt to receive written acknowledgement (other than by
automatic e-mail receipt) by the official of the issuer of receipt of the foregoing disclosures.

the official of the issuer agrees to proceed with the underwriting engagement after receipt of the




disclosures but will not provide written acknowledgement of receipt, the underwriter may
proceed with the engagement after documenting with specificity why it was unable to obtain
such written acknowledgement.

C. Representations to Issuers

All representations made by underwriters to issuers of municipal securities in connection
with municipal securities underwritings, whether written or oral, must be truthful and accurate
and not misrep'resent or omit material facts. Underwriters must have a reasonable basis for the
representations and other material information contained in the documents they prepare and must
refrain from including representations or other information they know or should know is
inaccurate or misleading. For example, in connection with a certificate signed by the underwriter
that will be relied upon by the issuer or other relevant parties to an underwriting (e.g., an issue
price certiticatej, the dealer must have a reasonable basis for the representations and other
" material information contained therein.

In addition, an underwriter’s response to an issuer’s request for proposals or
qualiﬁcatioﬁs must fairly and accurately describe the _underwriter’s capacity, resources, and
knowledge to perform the proposed underwriting as of the time the proposal is submitted and

_must not contain any representations or other material information about such capacity,
resources, or knowledge that the underwriter knows or should know to be 1naccurate or
misleading. Matters not within the personal knowledge of those preparing the response, for
example, pending litigation, must be confirmed by those with knowledge of the éubject matter.
An underwriter must not represent that it has the requisite knowledge or expertise with respect to
a particular financing if the personnel that it intends to work on the financing do not have the

requisite knowledge or expertise.




D. Required Disclosures to 1ssuers

The Interpretive Notice would provide thatkwhile many municipal securities are 1ssued
using financing structures that are routine and well understood by the typical municipal market
professional, including most issuer personnel that have the lead responsibilities in connection
with the issuance of municipal securities, the underwriter must provide disclosures on the
material aspects of structures that it recommends when the underwriter reasonably believes
issuer personnel lacks knowledge or experience with such structures.

In cases where the issuer personnel responsible for the issuance of municipal securities
would not be well positioned to fully understand or assess the implications of a financing in its
totality, because the financing is structured in a unique, atypical, or otherwise complex manner,
the underwriter in a negotiated offering £hat recommends such complex financing has an

. obligation to make more particularized disclosures than otherwise required in a routine .
ﬁnancing.“ Examples of complex financings includé variable rate demand obligations and
financings involving derivatives such as swaps. The underwriter must disclose the material
financial characteristics of the complex financing, as well as the material financial risks of the

financing that are known to the underwriter and reasonably foreseeable at the time of the

disclosure.'? The underwriter must also disclose any incentives to recommend the financing and

The Interpretive Notice would state that if a complex municipal securities financing
consists of an otherwise routine financing structure that incorporates a unique, atypical or
complex element and the issuer personnel have knowledge or experience with respect to
the routine elements of the financing, the disclosure of material risks and characteristics
may be limited to those relating to such unigue, atypical or complex element and any
material impact such element may have on other features that would normally be viewed
as routine. See Interpretive Notice at endnote 6.

The Interpretive Notice would provide, as an example, that an underwriter that

recommends variable rate demand obligations should inform the issuer of the risk of
interest rate fluctuations and material risks of any associated credit or liquidity facilities

. (for example, the risk that the issuer might not be able to replace the facility upon its




other associated conflicts of interest.’> These disclosures must be made in a fair and balanced

manner based on principles of fair dealing and good faith.

The Interpretive Notice would provide that the level of required disclosure may vary

according to the issuer’s knowledge or experience with the proposed financing structure or

similar structures, capability of evaluating the risks of the recommended financing, and financial

ability to bear the risks of the recommended financing, in each case based on the reasonable

belief of the underwriter.'* In all events, the underwriter must disclose any incentives for the
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expiration and might be required to repay the facility provider over a short period of
time). As an additional example, if the underwriter recommends that the issuer swap the
floating rate interest payments on the variable rate demand obligations to fixed rate
payments, the underwriter must disclose the material financial risks (including market,
credit, operational, and liquidity risks) and material financial characteristics of the
recommended swap (for example, the material cconomic terms of the swap, the matenal
terms relating to the operation of the swap, and the material rights and obligations of the
parties during the term of the swap), as well as the material financial risks associated with
the variable rate demand obligations. Such disclosure should be sufficient to allow the
issuer to assess the magnitude of its potential exposure as a result of the complex
municipal securities financing. The underwriter must also inform the issuer that there
may be accounting, legal, and other risks associated with the swap and that the issuer
should consult with other professionals concerning such risks. 1f the underwriter’s
affiliated swap dealer is proposed to be the executing swap dealer, the underwriter may
satisfy its disclosure obligation with respect to the swap if such disclosure has been
provided to the issuer by the affiliated swap dealer or the issuer’s swap or other financial
advisor that is independent of the underwriter and the swap dealer, as long as the
underwriter has a reasonable basis for belief in the truthfulness and completeness of such
disclosure. If the issuer decides to enter into a swap with another dealer, the underwriter
is not required to make disclosures with regard to that swap. Dealers that recommend
swaps or security-based swaps to municipal entities may also be subject to rules of the
Commodity Futures Trading Commission (“CFTC”) or those of the Commission. See
Interpretive Notice at endnote 7. :

The Interpretive Notice would provide that, as an example, a conflict of interest may exist
when the underwriter is also the provider of a swap used by an 1ssuer to hedge a
municipal securities offering or when the underwriter receives compensation from a swap
provider for recommending the swap provider to the issuer. See Interpretive Notice at
endnote 8.

The Interpretive Notice would state that even a financing in which the interest rate is
benchmarked to an index that is commonly used in the municipal marketplace, such as
LIBOR or SIFMA, may be complex to an issuer that does not understand the components




underwriter to recommend the complex municipal securities financing and other associated
conflicts of interest.

The Interpretive Notice would provide that this disclosure must be made in writing to an
éfﬁcial of the issuer whom the underwriter reasonably believes has the authority to bind the
issuer by contract with the underwriter in (A) sﬁfﬁcient time before the execution of a contract
with the underwriter to allow the official to evaluate the recommendation and (B) a manrier
designed to make clear to such official the subject matter of such disclosures and their
implications for the issuer. The complex financing disclosures must address the specific
clements of the financing and cannot be general in nature. Finally, the Interpretive Notice would
provide that the underwriter must make additional effqrts reasonably designed to inform the
official of the issuer if the underwriter does not reasonably believe that the official is capable of
independently evaluating the disclosures.

E. Underwriter Duties in Connection with Issuer Disclosure Documents

The Interpretive Notice would note that underwriters often play an important role in
assisting issuers in the preparation of disclosure documents, such as preliminary official

statements and official statements.'” These documents are critical to the municipal securities

of that index or its possible interaction with other indexes. Sce Interpretive Notice at
endnote 9.

The Interpretive Notice would state that underwriters that assist issuers in preparing
official statements must remain cognizant of the underwriters’ duties under federal
securitics laws. The Interpretive Notice would state that, with respect to primary
offerings of municipal securities, the Commission has noted that “[b]y participating in an
offering, an underwriter makes an implied recommendation about the securities” and
“this recommendation itself implies that the underwriter has a reasonable basis for belief
in the truthfulness and completeness of the key representations made in any disclosure
documents used in the offerings.” See Interpretive Notice at endnote 10 and Securities
Exchange Act Release No. 26100 (September 22, 1988), 53 FR 37778, 37787 (September
28, 1988) (proposing Exchange Act Rule 15¢2-12). Further, the Interpretive Notice
would state that, pursuant to Exchange Act Rule 15¢2-12(b)(5), an underwriter may not
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transaction, in that investors rely on the representations contained in the documents in making
their investment decisions. Investment professionals, such as municipal securities analysts and
ratings services, rely on the representations in forming an opinion regarding the credit.

The Interpretive Notice would provide that a dealer’s duty to have a reasonable basis for
the representatioﬁs it makes, aﬁd other material information it provides, to an issuer and to
ensure that such representations and information are accurate and not misleading extends to -
representations and information provided by the underwriter in connection with the preparation
by the issuer of its _discldsure documents, for example, cash flows.

F. Underwriter Compensation and New Issue Pricing

1. Excessive Compensation

The Interpretive Notice would state that an underwriter’s compensation for a new issue
(including both direct compensation paid by the issuer and other separate payments, values, or
credits received by the underwriter from the issuer or any other party in connection with the
underwriting)., in certain cases and depending upon the specific facts and circﬁmstances of the
offering, may be so disproportionate to the nature of the underwriting and related services
performed as to constitute an unfair practice with regard to the issuer that it is a violation of
MSRB Rule G-17. The Interpretive Notice would state that, among the factors relevant to
whether an underwriter’s compensation is disproportionate to the nature of the underwriting and

related services performed, are the credit quality of the issue, the size of the issue, market

purchase or sell municipal securities in most primary offerings unless the underwriter has
reasonably determined that the issuer or an obligated person has entered into a written
undertaking to provide certain types of secondary market disclosure and has a reasonable
basis for relying on the accuracy of the issuer’s ongoing disclosure representations. See
Interpretive Notice at endnote 10 and Securities Exchange Act Release No. 34961
(November 10, 1994), 59 FR.59590 (November 17, 1994) (adopting continuing
disclosure provisions of Exchange Act Rule 15¢2-12}.
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conditions, the length of time spent structuring the issue, and whether the underwriter is paying
the fee of the underwriter’s counsel, or any other relevant costs related to the financing.
2. Fair Pricing

The Interpretive Notice would state that the duty of fair dealing under MSRB Rule G-17
includes an implied representation that the price an underwriter pays (o an issuer 1s fair and
reasonable, taking into consideration all relevant factors, including the best judgment of the
underwriter as to the fair market value of the issue at the time it is priced.]6 In general, a dealer
purchasing bonds in a competiﬁve underwriting for which the 1ssuer may Ireject any and all bids
will be deemed to have satisfied its duty of fairness to the issuer with respect to the purchase
price of the issue, as long as the dealer’s bid is a bona fide bid as defined in MSRB Rule G-13"7
that is based on the dealer’s best judgment of the fair market value of the securities that are the
subject of the bid.

In a negotiated underwriting, the underwriter has a duty under MSRB Rule G-17 to
negotiate in good faith with the issuer. This duty would include the obligation of the dealer to
ensure the accuracy of representations made during the course of such negotiations, including
~ representations regarding the price negotiated and the nature of investor demand for the

securities, for example, the status of the order period and the order book. If, for example, the

18 The Interpretive Notice would state that the MSRB has previously observed that whether

an underwriter has dealt fairly with an issuer for purposes of MSRB Rule G-1 7 is
dependent upon all of the facts and circumstances of an underwriting and 1s not
dependent solely on the price of the issue. The Notice would refer to MSRB Notice
2009-54 and MSRB Rule G-17 Interpretive Letter — Purchase of New Issue From Issuer,
MSRB interpretation of December 1, 1997. See Interpretive Notice at endnote 11.

17 The Interpretive Notice would refer to MSRB Rule G-13(b)(iii), which provides: “For
purposes of subparagraph (1), a quotation shall be deemed to represent a ‘bona fide bid
for, or offer of, municipal securities’ if the broker, dealer or municipal securities dealer
making the quotation is prepared to purchase or sell the security which is the subject of
the quotation at the price stated in the quotation and under such conditions, 1f any, as are
specified at the time the quotation is made.” See Interpretive Notice at endnote 12.
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dealer represents to the issuer that it is providing the “best” market price available on the new
issue, or that it will exert its best efforts to obtain the “most favorable” pricing, the dealer may
violate MSRB Rule G-17 if its actions are inconsistent with such reprf:scf:ntations.18

G. Conflicts of Interest

1. Payvments to or from Third Parties

The Interpretive Notice would state that in certain cases, compensation received by the '
underwriter from third parties, such as the providers of derivatives and investments (including
affiliates of the underwriters), may color the underwriter’s judgment and cause it to recommend
products, structures, and pricing ieve]s to an issuer when it would not have done so absent such
payments. :I‘he MSRB would view the failure of an underwriter to disclose to the issuer the
existence of payments, values, or credits received by the underwriter in connection with its

. ' underwfiting of the new issue from parties other than the issuer, and payments made by the
underwriter in_ connection with such new issue to parties other than the issuer (in either case
including payments, values, or credits that relate directly or indirectly to collateral transactions
'integrally related to the issue being underwritten), to be a violation of the underwriter’s
obligation to the issuer under MSRB Rﬁle G-17.

For example, the MSRB would consider it to be a violation of MSRB Rule G-17 for an
undérwriter to compensate an undisclosed third party in order to secure municipal securities .
business. Similarly, the MSRB would considerittobe a violation‘of MSRB Rule G-17 for an
underwriter to receive undisclosed compensation from a third party in exchange for

recommending that third party’s services or products to an issuer, including business related to

18 The Interpretive Notice would refer to MSRB Rule G-17 Interpretive Letter — Purchase

of New Issue From Issuer, MSRB interpretation of December 1, 1997. See Interpretive
|

. Notice at endnote 13.
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municipal securities derivative transactions. The amount of such third ﬁany payments need not
be disclosed.

In addition, the underwriter must disclose to the issuer whether the underwriter has
entered into any third-party arrangements for the marketing of the 1ssuer’s securities.

2. Profit-Sharing with Investors

The Interpretive Notice would state that arrangements between the underwnter and an
investor purchasing newly issued securities from the underwriter (including purchases that are
contingent upon the delivery by the issuer to the underwriter of the securities) according to
which profits realized from the resale by such investor of the securities are directly or indirectly
split or otherwise shared with the underwriter would, depending on the facts and circumstances
(including, in particular, if such resale occurs reasonably close in time to the original sale by the
underwriter to the investor), _consti;ute a violation of the underwriter’s fair dealing obligation
under MSRB Rule G-17. Such arrangements could also constifute a violation of MSRB Rule G-
25(c), which precludes a dealer from sharing, directly or indirectly, in the profits or losses of a
9

transaction in municipal securities with or for a customer.

3. Credit Default Swaps

The Interpretive Notice would state that the issuance or purchase by a dealer of credit
default swaps for which the reference is the issuer for which the dealer is serving as undeﬁﬁter,
or an obligation of that i-ssuer, may pose a conflict of interest, because trading in such municipal
credit default swaps has the potential to affect the pricing of the underlying reference obligations,

" as well as the pricing of other obligations brought to market by that issuer. As such, a dealer

% According to MSRB Rule D-9: “Except as otherwise specifically provided by rule of the
Board, the term ‘Customer’ shall mean any person other than a broker, dealer, or
municipal securities dealer acting in its capacity as such or an issuer in transactions
involving the sale by the issuer of a new issue of its securities.”
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must disclose the fact that it engages in such activities to the issuers for which the dealer serves
as underwriter.

The Interpretive Notice would provide that activities with regardrto credit default swaps
based on baskets or indexes of municiéal issuers that include the issuer or its obligations need
not be disclosed, unless the issuér or its obligations represents more than 2% of the total notional
amount of the credit default swap or the underwriter otherwise caused the issuer or its
obligations to be included in the basket or index.

H. Retail Order Peniods

The Interpretive Notice would provide that an underwriter that has agreed to underwrite a
transaction with a retail order period must honor such agreenui:nt.20 The Interpretive Notice
would provide that a dealer that wishes to allocate securities in a manner that is inconsistent with
an issuer’s requirements must obtain the issuer’s consent.

The Interpretive Notice would state that an underwriter that has agreed to underwrite a
transaction with a retail order period must take reasonéble measures to ensure that retail clients -
are bona fide. An underwriter that knowingly accei)ts an order that has been framed as a retail
order when it is not, for example, a number of smail orders placed by an institutional investor
that would otherwise not qualify as a retail customer would violate MSRB Rule G-17 if its
actions are.inconsistent with the issuer’s expéctations regarding retail orders. Moreover, a dealer

that places an order that is framed as a qualifying retail order but in fact represents an order that

20 The Interpretive Notice would refer to MSRB Interpretation on Priority of Orders for

Securities in a Primary Offering under Rule G-17, MSRB interpretation of October 12,
2010, reprinted in the MSRB Rule Book. The Notice would remind underwriters of
previous MSRB guidance on the pricing of securities sold to retail investors and refer to
Guidance on Disclosure and Other Sales Practice Obligations to Individual and Other
Retail Investors in Municipal Securities, MSRB Notice 2009-42 (July 14, 2009). See
Interpretive Notice at endnote 15.
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does not meet the qualification requirements to be treated as a retail order, for example, an order
by a retail dealer without “going away” orders®' from retail customers when such orders are not
within the issuer’s definition of “retail,” would violate its MSRB Rule G-17 duty of fair dealing. -

The Interpretive Notice would specify that the MSRB will continue to review activities
refating to retail order periods to ensure that they are conducted in a fair and orderly manner
consistent with the intent of the issuer and the MSRB’s investor protection mandate.

T. Dealer Payments to Issuer Personnel

The Interpretive Notice would state that dealers are reminded of the application of MSRB
Rule G-20 on gifts, gratuities, and non-cash compensation, and MSRB Rule G-17, in connection
with certain payments made to, and cxpenses reimbursed for, issuer personnel during the
municipal bond issuance process.22 The Interpretive Notice would further stalte that the rules are
designed to avoid conflicts of interest and to promote fair practices in the municipal securities
market.

The Interpretive i\lotice would alert dealers to consider carefully whether payments they
make in 'regard to expenses of issuer personnel in the course of the bond issuance process,
including in particular, but not limited to, payments for which dealers seek reimbursement from
bond procAeeds or issuers, comport thh the requirements of MSRB Rule G-20. For example, the
Interpretive Notice would provide that a dealer acting as a financial advisor or under\.NritE:r may

violate MSRB Rule G-20 by paying for excessive or lavish travel, meal, lodging and

4 The Interpretive Notice would state that a “going away” order is an order for newly

issued securities for which a customer is already conditionally committed and cite
Securities Exchange Act Release No. 62715 (August 13, 2010), 75 FR 51128 (August 183,
2010) (SR-MSRB-2009-17). See Interpretive Notice at endnote 16.

2 The Interpretive Notice would cite to MSRB Rule G-20 Interpretation — Dealer Payments

in Connection With the Municipal Securities Issuance Process, MSRB interpretation of
January 29, 2007, reprinted in the MSRB Rule Book. See Interpretive Notice at endnote
17. ,
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entertainment expenses in connection with an offering such as may be incurred for rating agency
trips, bond closing dinners, and other functions, that inure to the personal benefit of 1ssuer
personnel and that exceed the limits or otherwise violate the requirements of the rule.”

11§ Discussion and Commission Findings

The Commission has carefully considered the proposed rule change, as modified by
Amenament No. 2, the comment letters received, and the MSRB’s responses, and finds that the
proposed rule change, as modified by Amendment No. 2, is consistent with the requirements of
the Act and the rules and regulations thereunder applicable to the MSRB. Speciﬁcally, the |
Commission finds that the proposed rule change is consistent with the provisions of Section
15B(b)(2)(C) of the Act,** which requires, among other things, that the rules of the MSRB be
designed to prevent fraudulent and manipulative acts and practices, to promote just and equitable
principles of trade, to foster cooperation and coordination with persons facilitating transactions
in municipal securitics and municipal financial products, to remove impediments to and perfect
the mechanism of a free and open market in municipal securities and municipal financial
prodﬁcts; and, in general, to protect investors, municipal entities, obligated persons, and the
public interest. The sections below include a detaiied description of the comments received, the

MSRB’s responses to the comments, and the Commission’s findings.

23

The Interpretive Notice would cite to In the Matter of RBC Capital Markets Corporation,
SEC Rel. No. 34-59439 (February 24, 2009) (settlement in connection with broker-dealer
alleged to have violated MSRB Rules G-20 and G-17 for payment of lavish travel and
entertainment expenses of city officials and their families associated with rating agency
trips, which expenditures were subsequently reimbursed from bond proceeds as costs of
issnance); In the Matter of Merchant Capital, L.L.C., SEC Rel. No. 34-60043 (Junc 4,
2009) (settlement in connection with broker-dealer alleged to have violated MSRB rules
for payment of travel and entertainment expenses of family and friends of senior officials
of issuer and reimbursement of the expenses from issuers and from proceeds of bond
offerings). See Interpretive Notice at endnote 18. '

M 15 U.S.C. 780-4(b)(2)(C). | ;
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A, Basic Fair Dealing Principle

Commenters generally suppbrted the principle of fair dealing in MSRB Rule G-17.%
Some commenters expressed their belief that the principle of fair dealing should not be
interpreted to impose a fiduciary duty on underwriters to issuers,”® while other commenters
expressed their belief that underwriters have such a duty if they engage in certain activities.ﬁ In
Response Letter I, the MSRB stated that the I;lterpretive Notice does not impose a fiduciary duty
on underwriters and that the duties imposed by the Interpretive Notice on underwriters are no

different in many cases from the duties already imposed on them by MSRB rules with respect to

other types of customers (e.g., individual investors). Further, the MSRB stated that an

underwriter is not required to act in the best interest of an issuer without regard to the
underwriter’s own financial and other interests and is not required to consider all reasonably
feasible altcﬁatives to the proposed financings. Rather, the MSRB stated that one purpose of the
Interpretive Notice is to eliminate issuer confusion about the role of the underwriter.

The Commission finds that the proposed provision regarding the basic fair dealing
principle of MSRB Rule G-17 is consistent with the Act because it will help to prevent
fraudulent and manipulative acts and practices, to promote just and equitable principles of trade,

and, in general, to protect investors, municipal entities, and the public interest. For example, the

B See,e.g., SIFMA Letter L

2 See SIFMA Letter I; NAIPFA Letter I; and BDA Letter I. Two commenters noted that
the appearance of the imposition of a fiduciary duty would confuse municipal issuers on
the role of underwrniters. See NAIPFA Letter [ and BDA Letter I. One commenter
opposed the appearance of the imposition of a fiduciary duty and noted that municipal
issuers often do not understand the disclosures that they are provided and do not benefit
from complex disclosures from firms that are not acting in a fiduciary capacity. See WM
Letter I (stating its belief that the proposal will not improve transparency in the municipal
market). '

2 See, e.g., PFM Letter I. This commenter stated that advice given by brokers in their

promotion of themselves to become underwriters makes them municipal advisors.
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Interpretive Notice specifies that MSRB Rule (G-17 establishes a general duty to dela] fairly with
all persons, even in the absence of fraud. In addition, the Commission believes that the MSRB
has adequately responded to the comments by, among other things, clarifying the level of the
underwriter’s duties toward an jssuer.

B. Role of the Underwnter/Conflicts of Interest

1. Disclosures Concerning the Underwriter’s Role

Some commenters stated that it is important that issuers understand the different roles
that underwriters and financial advisors play in a transaction.”® Other commenters suggested
additional disclosures with respeét to the role of underwriters.” For example, commenters
suggested that the MSRB require an underwriter to state: (1) that the underwriter does not have
a fiduciary duty to the issuer and is a counterparty at arm’s lf:ngth;3 0 (2) that the issuer may
choose to engage a financial advisor to represent its interests;>’ (3) that the underwriter is not

acting as an advisor;>” (4) that the underwriter has conflicts with issuers because the underwriter

28 See, e.g., GFOA Letter | and NAIPFA Letter 111 (stating that “[a]doption of the Rule is
crucial to the prevention of confusion and harm from occwiring to municipal issuers™).

2 One commenter stated that it supports the proposal but believes that additional changes

would be required to protect infrequent and/or small and unsophisticated issuers. See
NAIPFA Letter | and NAIPFA Letter I1. ' :

30 See GFOA Letter I;: NAIPFA Letter I; GFOA Letter II; and GFOA Letter IIL. One
commenter stated that a simple disclosure from an underwriter to the issuer that the
underwriter is not acting as financial advisor and that the issuer should consult with a
financial advisor would be sufficient. See WM Letter I. Another commenter stated that
the requirement for an underwriter to compare its obligations with others, such as a '
municipal advisor, should be eliminated. See BDA Letter II.

3 See GFOA Letter I; GFOA Letter II; GFOA Letter 11I; and NAIPFA Letter I (requesting
a disclosure that an underwriter is no replacement for a municipal advisor and stating that
when an issuer engages a municipal advisor, the underwriter disclosures should not
overlap with areas covered by the role of municipal advisor).

3z See NAIPFA Letter L.
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represenlts the interests of investors and other par’cies;3 3 (5) that the underwriter seeks to
maximize proﬁtability;3 * and (6) that the underwriter has no continuing obligation to the issuer
after the transaction.

In Response Letter I, the MSRB noted that the Interpretive Notice, as modified by
Amendment No. 2, incorporates mahy of the recommendations suggested by commenters, such
as requiring undcmﬁters to provide issuers with disclosure that underwriters do not have a
fiduciary duty to issuers. In addition, the MSRB noted that the Interpretive Notice, as modified
by Amendment No. 2, requires disclosure regarding the underwriter’s role as compared to that of
a municipal advisor, and prohibits an underwriter from recommending that the issuer not retain a
muﬁicipal advisor.® The MSRB also stated that it does not believe that it is necessary for
underwriters to disclose that they seck to maximize proﬁtlability and have no continuing
obligation to the issuer after the transaction.

One commenter suggested that the MSRB require underwriters to disclose pending
litigation that may affect the underwriter’s municipal securities business, departure of experts
that the issuer relied upon, and transactional risks, including a comparison of different forms of

financings.”’ In Response Letter I, the MSRB disagreed that underwriters should disclose the

# Seeid.
* Seeid.
¥ Seeid.

36 In Response Letter IV, the MSRB stated that the proposed provision that an underwriter

must not recommend that the issuer not retain a municipal advisor is a stronger protection
to issuers than a disclosure that an issucr may choose to engage an advisor because the
proposed provision “affirmatively restrains an underwriter from taking action to
discourage the use of an advisor rather than simply informing an issuer of a choice it
already has and has no reason to believe it does not have.” See also Response Letter 1.
One commenter agreed with the MSRB that an underwriter should not recommend that
an issuer not retain a municipal advisor. Seg BDA Letter Il

37 See GFOA Letter 1. See also GFOA Letter 11.
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different types of financings that may be applicable to an issuer’s particular situation because
that is under the domain of the municipall advisor. The MSRB also noted that pending litigation
and expert departures that do not rise to the level of conflicts could be required by an issuer as
the issuer deems appropri‘ate.38

One commenter suggested that the MSRB develop and promote educational information
for issuers and other market participants with respect to underwriting pricings and fees.”” This
commenter also suggested that the MSRB develop éducational materials for issuers with respect
to the information that underwriters must disclose and the appropriate questions that issuers
should ask their underwriters regarding a transaction, as wéll as with respect to the “fair and
reasonable” standard for the amount that underwriters pay issuers for bonds.”’ In Response
Letter 1, the MSRB noted that it is in the process of developing educational materials for issuers -
with respect to the duties owed them by their underwriters under MSRB rules, as suggested by
the commenter.

One commenter stated that underwriters should not be required to provide generalized
role and compensation disclosures or written risk disclosures to large and frequent issuers unless
requested by such issuers.’’ Another commenter stated that the Commission and the MSRB
would create confusion by imposing ﬁduci.ary—likc duties on underwriters through Rule G-17,
and that any disclosure requirements must be narrowly drawn to avoid conceptual and practical

inconsistencies that would only confuse the parties as to their roles and responsibi]ities.42 In

3 According to the Interpretive Notice, disclosures regarding pending litigation against the

_underwriter must be confirmed by those persons with knowledge of the subject matter.
®  See GFOA Letter L. '
40 See id.
4 See SIFMA Letter II. See also SIFMA Letter III.

e See BDA Letter 1. See also SIFMA Letter I; NAIPFA Letter I; and NAIPFA Letter 11
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Response Letter 1, the MSRB noted its disagreement with the comments and stated that
providing more information to issuers about the nature of the duties of the professionals they
engage — regardless of the issuer’s size, sophistication or frequency of accessing the market — can
only serve to empower, rather than confuse, issuers. In Response Letter IV, the MSRB declined
to modify the requirements for providing written disclosures to large and frequent issuers. The
MSRDB stated that such issuers ﬁlay experience turnover in finance personnel, an.d that
disclosures are required to be made to issuer represeﬁtativés to inform them in their decision
making.

The Commission finds that the proposed disclosures concerning the underwriter’s role
are consistent with the Act because they will help to prevent fraudulent and manipulative acts
and practices, to promote just and equitable principles of trade, and, in general, to protect
.investors, municipal entities, and the public interest. In providing municipal issuers with written
information regarding such things as the arm’s-length nature of the underwriter-issuer
relationship and the role of the underwriter, municipal issuers should be better informed to
evaluate, among other things, potential risks in engaging é particular underwriter. The
disclosures should also help issuers to better understand the role of the underwnter, as cémpared |
to that of a municipal advisor. In addition, the required disclosures should benefit issuers,
investors, and the public interest, and provide issuers and their advisors with valuable
information with which to evaluate underwriter recommendations. Further, the Commission
believes that, by providing that an underwriter must not recommend that the issuer not retain a
municipal advisor, the Interpretive Notice will help further protect municipal issuers. The

Commission agrees with the MSRB that the proposed provision that an underwriter must not
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recommend that the issuer not retain a municipal advisor is a stronger protection to issuers than a
disclosure that an issuer may choose to engage an advisor.”

The Commission also believes that the MSRB has adequately addressed the comments
regarding the disclosure requirements. Specifically, the Commission notes that, in response to
commenters’ requests for additional disclosures, the MSRB modified the Interpretive Notice, as
originally proposed, by including specific information that an-underwriter must disclose to the
issuer. In addition, in response to comments, the MSRB stated that it is in the process of
developing certain educational materials for issuers with respect to the duties owed them by their
underwriters to help further the aim of the required disclosures.**

2. Disclosure Concerning the Underwriter’s Compensation

One commenter requested additional conflicts of inferest disclosures regarding
underwriter compensation, such as the manner of such compensation and any associated
conflicts of interest.”” In Response Letter I, the MSRB stated that the Interpretive Notice, as
modified by Amendmen£ No. 2, incorporates many of the commenters’ recommendations, such
as disclosure regarding the conflicts of interest raisec} by contingent fee compensétion.

Another commenter stated tl-lat the underwriter should be required to disclose to an issuer,
and obtain its informed consent in writing, that the form of the underwriter’s compensation

_creates a conflict of interest because the compensation is based primarily on the size and type of

issuance.*® This commenter also stated that the amount of compensation should be disclosed.*’

43 See supra note 36.

44 See Response Letter 1.

3 See GFOA Letter 1.

46 See NAIPFA Letter I and NAIPFA Letter 111,

7 Sece NAIPFA Letter II. This commenter also suggested that disclosures regarding non-

contingent fees may be necessary.

.
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On the other hand, one commenter objected to the characterization of contingent fee
arrangements as resulting in a conflict of interest with issuers.® The commenter stated that such
arrangements do not necessarily result in a conflict, and recommended that the disclosure should
state that spch compensation “may” present a conflict or “may have the potential” for a
conflict.”

In Response Letter 11, the MSRB stated that it has accurately characterized contingent
compensation arrangements as creating a conflict of interest. The MSRB stated that there may
be other faétors on which an underwriter and the issuer have a coincidence of interests that may
outweigh the conflicting interests resulting from the contingent arrangement, but that does not
change the fact that such arrangement itself represents a conﬂict. Further, the MSRB stated that,
given the transaction-based natﬁre of the typical relationship between underwriters and issuers,
the proposal’s requirements regarding disclosure of compensation conflicts, together with the
other conflicts disclosures included in the proposal, adequately address concerns that may arise
in cases where potential conflicts may arise under less typical compensation scenarios.

The Commission finds that the proposed disclosure requirements for underwriter’s
compensation are conststent with the Act because they will help to prevent fraudulent and
manipulative acts and practi-ces, to promote just and equitable principles of trade, and, in general,
to protect investors, municipal entities, and the public mterest. Specifically, written disclosures
by underwriters regarding such things as whether the underwriter’s compensation is contingent
on the closing of the transaction, as well as other potential or actual conflicts of interest, should
help ensure that municipal issuers are better informed in evalﬁating, among other things,

potential risks of engaging a particular underwriter. Further, the Commission believes that the

48 See BDA Letter I

¥ Seeid.
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required disclosures shbuld benefit issuers, investors, and the public interest, and provide issuers
and their advisors with valuable information with which to evaluate underwriter
recommendations.

In addition, the Commission believes that the MSRB has adequately addressed the
comments régarding the compensation disclosure requirements. Specifically, the Commission
notes that, in response to a commenter’s request for additional conflicts of interest disclosures
regarding underwriter compensation, the MSRB modified the Interpretive Notice, as originally
proposed, by providing that the underwriter must disclose whether its compensation is
contingent, and that contingent compensation presents a conflict of interest.

3. Other Conflicts Disclosures

One commenter stated that when there is a syndicate of underwriters, an underwriter
whose participation level is below 10% should be exembted from the disclosure _re(.luirements.SG
Another commenter stated that, with' respect to underwriter syndicates, underwriters who do not
have a role in tﬁe development or implementation of the financing structure or other aspects of
the 1ssue should not be subject to the disclosure requirementS.S] In Response Letter 11, the
MSRB declined to adopt the suggested exemptions and stated that. not all conflicts or other
concerns that arise in the context of an underwriting are necessarily proportionate to the size of
participation of an underwriter.”> The MSRB noted, however, that with respect to disclosures
about the material financial characteristics and risks of an underwriting transaction
recommended by underwriters, where such recommendation is made by the syndicate manager

on behalf of the underwriting syndicate, the Interpretive Notice does not prohibit syndicate

50 See SIFMA Letter II. See also SIFMA Letter I11.
ot ee BDA Letter II.

wa

52

wl

ee also Response Letter IV,

|
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members from delegating to thé syndicate manager (through, for example; the agreement arnong'
underwriters) the task of delivering such disclosure in a full and timely manner on behalf of the
syndicate members, although each syndicate member would remain responsible for provid@ng
disclosures with respect to conflicts specific to such member.

As disdussed in further detail below in Sections IILD. and III.G., the Commission finds
that disclosures concerning other conflicts of interest are consistent 'with the Act because they
will help to prevent fraudulent and manipulative acts aﬁd practices, to promote just and equitable
principles of trade, and, in -general, to protect investors, municipal entities, and the publlic
interest. The Commission also believes that it is consistent with the Act to not provide the
exemptions from the disclosure requirements suggested by commenters. As the MSRB noted, -
not all conflicts or other concerns that arise in the context of an underwriting are necessarily
proportionate to the size of an underwriter’s participation.”

4. Timing and Manner of Disclosures

With respect to the disclosure process, one commenter stated that underwriters should be
subject to a process similar to the more rigorous process for municipal advisors under the
municipal advisor portion of proposed MSRB Rules G-17 and G-36.54 The commenter stated
that providing disclosures is inadequate; rather, underwriters should be required to obtain
informed consent from issuers. Moreover, the commenter stated that disclosures should be made

to officials of the municipal entity with the power to bind the issuer, such as to the issuer’s

53 See Response Letter 1.

34 See NAIPFA Letter I. The Commission notes that these proposals were subsequently

withdrawn by the MSRB. See Securities Exchange Act Release Nos. 65397 (September
26, 2011), 76 FR 60955 (September 30, 2011) (SR-MSRB-2011-14) (withdrawing
proposed MSRB Rule G-36 and interpretive guidance concerning MSRB Rule G-36);
and 65398 (September 26, 2011), 76 FR 60958 (September 30, 2011) (SR-MSRB-2011-
15) (withdrawing proposed interpretive notice concerning MSRB Rule G-17).
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governing body.55 Alternatively, the commenter s;cated that the Interpretive Notice should be
amended to prohibit the giving of disclosures based on a reasonable belief standard and instead

require underwﬁt';srs fo have actual knowledge of whether an official has the power to bind the
issuer by contract.”® On the other haﬁd, one commenter suggested that disclosures should be
made to an official that the underwriter reasonably believes “has or will have” the authority to
bind the issuer by contract, instead of an official that_the underwriter believes “has” the requisite
authority.”’ The commenter stated that due to the nature of these transactions, at the time of
disclosure, there may not be an official with such authority as the aﬁthoﬁty may not be granted
until Jater.

In Response Letter I, the MSRB stated that it is not necessary for underwriters to obtain
consent from the issuer’s govérning body when the issuer finance officials have been delegated
Fhe ability to contract with the underwriter. The MSRB stated that it is not necessary for a
contract to have been executed in order for an underwriter to have a reasonable belief that an
issuer official has the requisite power to bind the issuer. Further, in Response Letter I, the
MSRB noted that an official, such as a finance director, who is expected to receive the delegation
of authority from the governing body to bind the issuer, could reasonably be viewed as an
acceptable recipient of disclosures provided such expectation remains reasonable.

One commenter stated that the Interpretive Notice should provide that the disclosure

regarding the arm’s-length nature of the underwriter-issuer relationship must be made in a

3 See NAIPFA Letter I and NAIPFA Letter II. One commenter stated its disagreement
with the commenters who would require underwriters to make disclosures to the issuer’s
governing body. See SIFMA Letter IIL '

5 See NAIPFA Letter I and NATPFA Letter II. But see SIFMA Letter III (stating that
underwriters should not be required to have actual knowledge that the official receiving
the disclosures has the power 1o bind the issuer by contract).

57 See BDA Letter IL.
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response to a request for proposals or in promotional materials provided to an 1ssuer, rather than
“at the earliest stages” of the relationship as proposed, because the proposed standard is vague
and ambiguous.58 This commenter also requested clarification with respect to when “other
conflicts” disclosures must be made. Another commenter requested clarification regarding the
meaning of “execution of a contract” with respect to the timing of the risk disclosures.” This
commenter stated that execution of the bond purchase agreement should be the appropriate -
measurement. In Response Letter I1, the MSRB clarified that, other than the disclosure with
respect to the arm’s-length nature of the relationship, the remaimng disclosures regarding the
underwriter’s role, compensation and other conflicts of interest all must be provided when the
underwriter is engaged to perform underWﬁtiﬁg services (such as in an engagement letter), not
solely in the bond purchase agreement. The MSRB also clarified that the “contract” with respect
to the timing of the risk disclosures is the bond purchase agreement.*

One commenter suggest'ed that the underwriter make its disclosures to the issuer in plain
English to ensure thatrthe issuer understands such disclosures.’” In Response Letter 11, the
MSRB stated that it agrees that reasonable efforts must be made to make the disclosures
understandable, that disclosures must be made in a fair and balanced manner and, if the

underwriter does not reasonably believe that the official to whom the disclosures are addressed is

58 Seeid.

5 See SIFMA Letter II. This commenter also requested clarification with respect to how

underwriters would satisfy the disclosure requirements in situations where the financing
terms are determined in a short period of time, such as within a 24- hour window. See
SIFMA Letter II and SIFMA Letter III. In Response Letter II, the MSRB stated that “if
an underwriter is asking an issuer to bind itself to the terms of a complex financing, it is
unreasonable for the underwriter to expect the issuer to do so without having-an
opportunity to fully understand the nature of its commitment.” See also Response Letter
V. '

60 See also Response Letter IV.

ot See GFOA Letter IT and GFOA Letter IIL
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capable of independently evaluating the disclosures, the underwriter must make additional efforts
reasonably designed to inform the issuer or its empfoyees or agent.62

The Commission finds that the proposed timing and manner of disclosure are consistent
with the Act because they wiil help to prevent fraudulent and manipulative acts and practices, to

-promote just and equitable principles of trade, and, in general, to protect investors, municipal
entities, and the pubh’c interest. Specifically, the Commiésion believes that the proposed timing
and manner of disclosure will help to ensure that municipal issﬁers are fully and timely informed
of the underwriter’s role and any potential or actual conflicts of interest. Further, as noted by the
MSRB, such provisions would provide guidance as to conduct required to comply with the fair
dealing compbnent of Rule G-17.%

In addition, the Commission believes that the MSRB has adequately addressed the
comments regarding the timing and manner of disclosure. The Commission notes that, in
response to comments, the MSRB modified the Interpretive Notice, as originally proposed, by
specifically setting forth near the beginning of the Interpretive Notice the appropriate timing and
manner of disélosure. The MSRB also provided clarification with respect to the timing of
disclosure and the party to whom the disclosure must be made. In additien, the Commission
notes that the MSRB has committed to monitoring matters relating to the timing of disclosure in
order to determine whether any further action with respect to timing 1s merited.*

5. Acknowledgement of Disclosures

62 See also Response Letter [V.

6 See Amended Notice of Filing, supra note 6 at 72015 (stating that “[t]he sections of the
Notice entitied ‘Role of the Underwriter/Conflicts of Interest,’ ‘Required Disclosures to
[ssuers,” ‘Fair Pricing,” and ‘Credit Default Swaps’ primarily would provide guidance as
to conduct required to comply with the fair dealing component of the rule”). See also
Response Letter HI.

& See Response Letter .
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One commenter stated that the requirement for issuer written acknowledgement of the

1.5 However, in situations where written

receipt of disclosures Would be helpfu
acknowledgement is not received from the issuer, the commenter urged the MSRB to require
underwriters to put forth some level of effort to obtain the written acknowledgement. Another
commenter stated that it believes that an underwriter should not be required to document why an
official of the issuer does not acknowiedge in writing that disclosures were received.®® Instead,
the commenter recommended that the underwriter should only be required to document that
disclosures were made and whether acknowledgement was received.

In Response Letter II, the MSRB clarified that if an issuer does not provide the
underwriter with written acknowledgement of the receipt of disclosures, the failure to receive
such acknowledgement must be documented, as well as what actions vv;ere taken to attempt to
obtain the acknowledgement, in order for the underwriter to fulfill its obligation under MSRB
Rule G-17 to deal fairly with the issuer.

The Colmmissi(m finds that the proposed provisions concerning the issuer’s
acknowledgement of the receipt of disclosures are consiétent with the Act. The Commission
believes that the proposed provisions will help to prevent fraudulent and manipulative acts and
practices, to promote just and equitable principles of trade, and, in general, to protect investor_s,
municipal entities, and the public interest by helping to ensure that the issuer receives
appropriate disclosures from the underwriter. For example, the Commission notes that, n
response to comments, the MSRB modified the Interpreltivc—: Notice, as originally propdsed, by

specifically setting forth near the beginning of the Interpretive Notice the provisions with respect

to the timing and acknowledgment of receipt of the disclosures, including the obligation to

66 See BDA Letter Il.

65 See NAIPFA Letter IL ' .
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document the failure to receive such acknowledgement. In addition, in Response Letter II, the
MSRB provided clarification with respect to the underwriter’s obligation to document the failure
to receive such acknowledgement.

C. Representations to Issuers

According to the Interpretive Notice, an underwriter must have a reasonable basis for the
representations and material information contained in a certificate that will be relied upon by the
municipal entity issuer or other relevant parties to an underwriting. One commenter stated that
one example of such a certificate used by the MSRB in the Interpretive Notice (i.., an issue
price certificate) is already regulated by tax laws and dqes not need additional regulation by the
MSRB.*" In Response Letter IV, the MSRB disagreed with the comment that evaluating the
reasonableness of an issue price certificate should be left to the tax authorities, and stated that
“the reasonableness of an underwriter’s representation in an issue price certificate may have a
direct effect on a key representation that an issuer makes to potential investors — that interest on
its securities is tax exempt.”

The Commission finds that the proposed provisions with respect to representations to
issuers are consistent with the Act. The Commission believes that these provisions will help to
prevent fraudulent and manipulative acts and practices, to promote just and equitable principles
of trade, and, in general, to protect investors, municipal entities, and the public interest by
helping to ensure that all representations made by underwriters to issuers in connection with

municipal securities underwritings are truthful and accurate. Also, as noted by the MSRB, such

provisions would provide guidance as to conduct required to comply with the anti-fraud

&7 See SIFMA Letter I. See also SIFMA Letter 11
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component of Rule G-17.%* In addition, the Commission believes that the MSRB has adequately

addressed the comment with respect to issue price certificates.

D. Required Disclosures to Issuers

One commenter stated that the disclosure requirements, especially for routine

transactions, should only be imposed when the underwriter has reason to believe that the i1ssuer

does not have the knowledge or experience available to understand the transaction.*” The

commenter also noted that “‘issuer personnel responsible for the issuance of municipal securities”
p p

and “an official of the issuer whom the underwriter reasonably believes has the authority to bind

the issuer by contract with the underwriter” are not the same. Thus, the commenter stated that

68

69

Y

See Amended Notice of Filing, supra note 6 at 72015 (stating that “[t]he sections of the
Notice entitled ‘Representations to Issuers,” ‘Underwriter Duties in Connection with
Issuer Disclosure Documents,” ‘Excessive Compensation,” ‘Payments to or from Third
Parties,” ‘Profit-Sharing with Investors,” “Retail Order Periods,” and ‘Dealer Payments to
Issuer Personnel’ primarily would provide guidance as to conduct required to comply
with the anti-fraud component of the rule and, in some cases, conduct that would violate
the anti-fraud component of the rule, depending on the facts and circumstances™). See
also Response Letter 111

See BDA Letter I. One commenter suggested factors to determine when disclosures
would not be necessary for routine financings. See NAIPFA Letter I. In Response Letter
I, the MSRB stated that while the factors are helpful, they do not address the particular
issuer personnel’s experience and knowledge, which are more relevant to the Interpretive
Notice. Another commenter stated its belief that “it can do no harm for the underwriter
to provide information about routine fimancings to the issuer personnel who are charged
by the government to execute the financing.” See GFOA Letter IT and GFOA Letter I11.
This commenter further stated that the amount of materials and explanations provided
may need to be determined through conversations with the issuer personnel. Further, this
commenter stated that 1t would not be unreasonable for the rule to state that the
underwriter may be asked by issuer personnel to make disclosures about routine
financings to others on the finance team or the members of a governing board who gave
the authorization for the financing. In Response Letter 11, the MSRB stated its belief that
the provisions relating to risk disclosure are appropriate for the reasons described in
Response Letter I and, therefore, no further modification is warranted.

Another commenter noted that the issue of how the underwrniter should identify the
person to whom it must provide information deserves further discussion. See GFOA
Letter IT and GFOA Letter [Il. I Response Letter I, the MSRB noted that it would
maonitor disclosure practices and would engage in a dialogue with industry participants
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clarification should be provided that these regulatory requirements are imposed on the

underwriter only if the underwriter has reason to believe that issuer personnei do not have the

requisite knowledge or experience, regardless of whether the particular official who the

underwriter reasonably believes to have the legal anthority to contractually bind the issuer can be

reasonably thought to have the requisite knowledge and experience. Another commenter stated

that the Interpretive Notice should be amended to take into consideration the needs of

unsophisticated municipal issuers, and underwriters should be required to assess the knowledge

and understanding of municipal issuers on a case-by-case basis.”’ In Response Letter I, the

MSRB stated that it does not consider it unduly burdensome to require an underwriter to evaluate:

the level of knowledge and sophistication of issuer personnel, particularly considering that under

the Interpretive Notice, as modified by Amendment No. 2, the underwriter need only have a

reasonable basis for its evaluation. In Response Letter IV, the MSRB also noted that in the

Interpretive Notice, it provided guidance on the factors that are relevant in coming to the

reasonable belief,”

7i

72

and the Commission to determine whether sufficient improvements have occurred in the
flow of disclosures to decision-taking personnel of issuers or whether additional steps
should be taken.

See NAIPFA Letter I and NAIPFA Letter II. The commenter also stated that the
proposal requires additional changes in order to protect the infrequent and/or small,
unsophisticated issuers of municipal bonds. See NAIPFA Letter 1I. Another commenter
stated that there are many unsophisticated issuers who will benefit from the disclosures.
See AGFS Letter. '

According to the Interpretive Notice, the level of disclosure required may vary according
to the issuer’s knowledge or experience with the proposed financing structure or similar
structures, capability of evaluating the risks of the recommended financing, and financial
ability to bear the risks of the recommended financing. See Interpretive Notice.
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One commenter stated that the underwriter should not be required to evaluate 1ssuer
personnel when the issuer has retained a municipal advisor.”> This commenter also stated that
the written risk disclosures imposed on underwriters related to the financings do not take into
account the role of the issuer’s municipal advisor, if any.”* Other commenters stated that in a
negotiated sale, when the issuer of municipal securitics engages a registered municipal advisor;
disclosures should be reduced or eliminated.” In Response Letter I, .the MSRB stated that
underwriters are in the best position to understand the material financial terms and risks
associated with recommended financings, and the burden should not be solely on municipal
advisors to ascertain such terms and nisks.

One commenter stated that the written risk disclosures imposed on underwriters related to
the financings (including complex financings) are too broad and vague.76 This commenter noted

that if written risk disclosures are to be required, then additional guidance and clarity 1s needed

- on the following: (1) references to “atypical or complex” financings; (2) references to “all

material nisks and characteristics of the complex municipal securities financing;” (3) which

issuer personnel must have the requisite level of knowledge and sophistication; (4) if the issuer

7 See SIFMA Letter I and SIFMA Letter I1.
& See SIFMA Letter I See also SIFMA Letter II and SIFMA Letter HI.

7 See, e.g., NAIPFA Letter IT; SIFMA Letter II; WM Letter Ii; and BDA Letter I. One
commenter stated that if the issuer has a financial advisor or internal personnel serving
the same role, then no underwriter written risk disclosures should be required. See
SIFMA Letter I. The commenter further recommended that underwriters may satisfy
their disclosure requirements by communicating the disclosures to the financial advisor
or issuer internal personnel. This commenter stated that the underwriter should be
permitted to assume, without further inquiry, that the finance staff will use its expertise to
communicate the disclosure in an appropriate manner to other decision makers. See also
SIFMA Letter I and SIFMA Letter I1l. In Response Letter IV, the MSRB stated that “it
is essential for issuer representatives to be the recipients of the required disclosures as
they are the ones that must decide whether to accept their underwriters’
recommendations.”

7 See SIFMA Letter I. See also SIFMA Letter IT1.
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does not have a financial advisor or internal personnel acting in a similar role, then the issuer’s
finance staff’s knowledge and experience should be assessed by underwriters; and (5} only
material risks that are known to the underwriter and reasonably foreseeable at the time of the
disclosure should be required.

In Response Letter I, the MSRB stated that it does not consider it appropriate to provide a
more precise definition of “complex municipal securities financing” since the Interpretive Notice
already provides the comparison to a fixed rate financing and examples of financings that are
considered to be complex, such as those involving variable rate demand obligations and swaps.ﬁ
In addition, the MSRB stated that if there is any doubt on the part of the underwriter as to
whether a financing is complex, it should err on the side of concluding that the financing is
complex and provide the requisite disclosures. On thé other hand, the MSRB noted that the
Interpretive Notice, as modified by Amendment No. 2, would limit disclosures of a complex
municipal securities financing recommended by the underwriter to its material financial
characteristics, and its material financial risks that are known to the underwnter and reasonably
foreseeable at the .time of disclosure (rather than all material risks and characteristics), and would
provide examples of the types of disclosures in the case of swaps.

One commenter stated that if an issuer has no financial advisor or internal financial
department, the written disclosure requirements should not be triggered unless the issuer informs
the underwriter that it lacks knowledge or experience and specifically requests such written
disclosure in writing.”® In Response Letter I, the MSRB stated that it does not consider it

appropriate to require an issuer to inform the underwriter that it lacks knowledge or experience

7 also Response Letter 1V.

78

See
See SIFMA Letter [
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with a financing as a condition of receiving disc]osures from the underwriter because this would
put the burden dn the party least able to understand the transaction and its rights to disclosure. -

One commenter stated that it would not be appropriate or practical to impose upon the
underwriter the duty to assess the level of sophistication and experience of the issuer official to
whom the disclosure is delivered, if the official is reasonably believed to have the authority to
bind the issuer.” The commenter stated that the underwriter should b_e permitted to rely on a
* representation from such official that he or she is sufficiently sophisticated and experieﬁced, and
issuers should be responsible for ensuring that they authorize appropriate personnel to contract
for them.®® In Response Letter 1V, the MSRB stated its expectation that if it were to provide the
claﬁﬁcation that the commenter requested, 1ssuers would be provided with boilerplate language
requesting that they waive this disclosure requirement, and many of those that actually read the
language “would be loath to admit that they lacked sophistication or experience.”

One commenter disagreed with the MSRB that the level of disclosure may vary based on
the issver’s financial ability to bear the risks of the recommended financing.® The commenter
stated that a municipal entity with taxing power, who would be able to bear more risks of a
financing, should not be ineligible for advice that is competent and unimpaired by the broker’s
own interests simply because the govemment can tax the citizens to restore any loss. In
Response Letter 11, the MSRB conceded that the financial ability to bear the risks of a
recommended financing would not normally be a sufficient-basis by itself for determining the
level of disclosure. The MSRB noted, however, that the Interpretive Notice states three distinct

factors that should be considered together in coming to this determination.

79

See 1d.
80 See SIFMA Letter I and SIFMA Letter 1.
8l See PFM Letter 1.
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Other commenters noted that disclosure regarding derivatives is premature since there are
pending rulemakings with the CFTC aﬁd the Commuission that will apply to dealers
recommending swaps or security-based swaps to municipal entities.* One commenter urged the
MSRB to work together with the Commission and CFTC to ensure that one set of definitions and
rules apply to the municipal secunties market.*

In Response Letter I, the MSRB noted that it is aware of the ongoing rulemaking by the
Commission and CFTC and has taken care to ensure that requirements of the Intexpretive Notice
are consistent with such rulemaking. In Response Letter IV, the MSRB also noted that most of
the derivatives entered into by municipal securities issuers are interest rate swaps, which are
within the jurisdiction of the CFTC. The MSRB noted that the p}ovisions concerning the
disclosure of material financial risks and characteristics of complex municipal securities

financings have been drafted to be consistent with the CFTC’s business conduct rule, which was

finalized on January 11, 2012.%

The Commission finds that the proposed disclosures to issuers with respect to financings
that the undérwriter recommends are consistent with the Act because they will help to prevent
fraudulent and manipulative acts and practices, t.o i)romote just aﬁd equitable principles of trade,
and, in general, to protect investors, municipal entities, and the public interest. Specifically, the
Commission believes that, in providing municipal issuers with disclosures regarding the material
financial characteristics and risks of certain recommended financing structures, municipal issuers

should be better informed to evaluate, among other things, potential risks in selecting the

82 See SIFMA Letter I and BDA Letter . See also SIFMA Letter 111

¥ ' See GFOA Letter L.

84 In the Original Notice of Filing, the MSRB stated that it may undertake additional
rulemaking as necessary to ensure consistency with Commission and CFTC rulemaking.
See Original Notice of Filing, supra note 3 at 55994.
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financing structure most appropriate for their financing needs. The Com.mis'sion also believes
that issuers engaging in financings more appropriate to their needs will benefit municipal issuers,
mvestors, ana the public interest. Further, as noted by the MSRB, the required disclosures
should provide issuers and their advisors with valuable information with which to evaluate
underwriter recommendations and should benefit investors and the public interest.”’

In addition, the Commission believes that it is consistent with the Act for underwriters to
continue to have disclosure obligations even if the municipal issuer has retained a municipal
advisor. Underwriters are in the best position to understand the material terms and risks
associated with the financings that they recommend.

| The Commission also believes that it is consistent with the Act to provide that
underwriters must establish a reasonable belief with respect to the knqwledge apd experience of
the issuer in determining the appropriate level of disclosures. The Commission believes that
such an approach will result in disclosure more appropriately targeted to the level of the issuer’s
sc)]:)histication.86 For exarr_lple, to the extent that the disclosures are to a sophisticated issuer, the -
level of disclosure should be reduced. For a less sophisticated issuer, however, additional
disclosures will help to ensure that the issuer does not proceed with a financing transaction that it
otherwise would not undertake if it fully understood the material aspects of the transaction.

In addition, the Commission believes that the MSRB has ade(iuately addressed comments
regarding the disclosures for financing structures that the underwriter recommends to an 1ssuer.
Specifically, the Commission notes that in response to comments, the MSRB modified the
Interpretive Notice, as origi'nally proposed, to provide that an underwriter that recommends a

complex municipal securities financing to an issuer must disclose the material financial

5 e Response Letter 111

Se
86 See Response Letter II and Response Letter IV.
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characteristics of such complex municipal securities financing, as well as the material financial
risks of such financing that are known to the underwriter and reasonably foreseeable at the time
of the disclosure.®’ Also, with respect to routine financing structures, the MSRB modified the
original Interpretive Notice by stating that the underwriter must provide disclosures only on the
material aspects of the structures that it recommends (rather than on all routine financing
structures) and, only in the case of issuer personnel that the underwriter reasonably believes lack
knowledge or experience with such structures.®® Further, the Commission notes that t'he MSRB
provided clarification with respect to the scope of the disclosure requirements and justifications
for the timing of the disclosure requirémgnts, as well as guidance regarding the types of
disclosures that must be provided for complex municipal securities financings.

In addition, the Commission notes that the MSRB has committed to monitor disclosure
practices by underwriters to municipal issuers and to engage in a dialogue with industry
participants and the Commission to determine whether sufficient irriprovements have occurred in
the flow of disclosures to decision-making personnel of issuers or whether additional steps
should be taken to improve upon the information flow.89

E. Underwriter Duties in Connection with Issuer Disclosure Documents

Under the Interpretive Notice, the underwriter must have a reasonable basis for the

representations and information provided to issuers in connection with the preparation by the

87 According to the Interpretive Notice, as originally proposed, an underwriter that

recommends a complex municipal securities financing to an issuer must disclose all
material risks and characteristics of the complex municipal securities financing. The
MSRB also modified the examples of the risk disclosures in the original Interpretive
Notice to provide additional gnidance regarding such disclosures.

8 The Interpretive Notice, as originally proposed, stated that in the case of issuer personnel

that lack knowledge or experience with routine financing structures, the underwriter must
provide disclosures on the material aspects of such structures.

39 See Response Letter 1. See also Response Letter IV.
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issuer of its disclosure documents. One commenter stated its belief that thé reasonable basis
requirement is unreasonably broad.?® The commenter stated that the Interpretive Notice should
be revised to clarify that an underwriter may limit its responsibility for the information provided
by disclosing to the issuer any limitétions on the scope of its analysis and factual Véﬁﬁcation.
The commenter further stated that such duty should extgnd only to material information.
Another commenter stated its belief that when an underwriter intends to assist in the preparation
of an official statement, a disclosure should be made to the issuer stating that the underwriter can
only be held liable where it can be shown that it did not act with a reasonable belief that the
information presented was truthful and complete.gl' ‘

In Response Letter I, the MSRB reiterated that, in connection with materials prepared by
an underwriter for use in an official statement, the underwriter must have “a reasonable basis for
the representations it makes, and othér material information it provides, to an issuer” and “ensure
that such representations and information are accurate and not misleading.” The MSRB stated
that the “reasonable basis” standard is based on the Commission’s statement that “fbly
participating in an offering, an underwriter makes an implied recommendation about the
securities. . . this recommendation itself implie;s that the underwriter has a reasonable basis for
belief in the truthfulness and completeness of the key representations made in any disclosure

documents used in the offerings.”92

» See SIFMA Letter 1.
o See NAIPFA Letter 1.

92 See Original Notice of Filing, 76 FR at 55992 (quoting Securities Exchange Act Release
No. 26100 (September 22, 1988), 53 FR 37778, 37787 (September 28, 1988) (proposing
Exchange Act Rule 15¢2-12)). The MSRB stated that it would be a curious result for the
underwriter not to be required under Rule G-17 to have a reasonable basis for its own
representations set forth 1 the official statement, as well as a reasonable basis for the
material information it provides to the issuer in connection with the preparation of the
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The Commission finds that the dealer’s duty to have a reasonable basis for the
fepresentations and material information it provides to an issuer in connection with the
preparation by the issuer of its disclosure documents, and to ensure that such representations and
information are accurate and not misleading, is consistent with the Act. The Commission
believes that this provisi'bn will help to prevent fraudulent and manipulative acts and practices, to
promote just and equitable principles of trade, and, in general, to protect investors, municipal
entities, and the public interest. The Commission also believes that the MSRB has adequately

addressed the comments regarding the “reasonable basis” standard.

F. Underwriter Compensation and New Issue Pricing

With respect to the standard that the price an underwriter pays in a negotiated sale be fair
and reasonable, one commenter stated that the standard should be altered so that the price the
underwriter pays is “not unreasonable.” In the alternative, the commenter recommended that
the disclosure be changed to state fhat although the pricing provided is fair and reasonable, it is
not necessarily the best or lowest rate available.”* Another commenter objected to the required
disclosure that an underwriter must balance a fair and reasonable price for issuers with a fair and

reasonable price for investors.”” The commenter stated that there exists a reasonable price for

official statement. See Original Notice of Filing, 76 FR at 55992. See also Response
Letter IV,

93 See NAIPFA Letter I and WAIPFA Letter II.

o4 See NAIPFA Letter II. This commenter subsequently clarified this comment and stated

its belief that the “fair and reasonable” standard should not create an expectation that the
underwriter is providing the “best pricing” in the market. See NAIPFA Letter Ill. The
commenter also stated that “the determinate of ‘best pricing’ cannot be made by the
underwriter whose conflicts of interest in this regard greatly outweigh any objectivity that
an underwriter may have in regard to the pricing they have provided.” Id.

% See BDA Letter I1.
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both issuers and investors, and recommended that the disclosure be modified to reflect that
statement.

In Response Letter I, the MSRB stated that the underwriter’s fair and reasonabie pricing
duty is no different than the duties already imposed on the underwriter by MSRB rules with
respect to its customers. In Response Letter II, the MSRB disagreed that underwriters should be
reqﬁired to provide a disclosure that th¢ price paid to the issuer may not be the best or lowest
price available because, depending on the specific pricing of a new issue, this might not be an
accurate disclosure. The MSRB also stated that it is appropriate to characterize the underwriter’s
duties of fair pricing as a balance between the interests of the issuer and investors. In Response
Letter IV, the MSRB agreed that the “fair and reasonable” pricing standard should not create an
expectation by the is.suer that the underwriter is providing the “*best pricing” in the market and
stated its belief that the disclosures under the Interpretive Notice would sufficiently address this
point.

One¢ commenter urged that underwriters be required to expressly represent in writing to
the issuer that the price paid for the issuer’s debt is fair, and specify the facts that support the
rrapresentation.g6 This commenter stated that according to the MSRB, the underwriter’s own
judgment as to what is fair is an independent component of “fairness” and that the MSRB hedged
the protection of an issuer “by adhering to its earlier, pre-Dodd-Frank expression of the principle
that ‘whether an underwriter has dealt fairly with an issuer’ — the command of Rule G-17 -
depends on all ‘the facts and circumstances’ and is not dependent sotely on the price of the

issue.”

%6 See PFM Letter 1.

42




In Response Lettel; If, the MSRB stated that its long-standing view that wilether an
underwriter has dealt fairly with an issuer for purposes of Rule G-17 is dependent upon all of the
facts and circumstances of an underwriting, and not solely on the price of the issue, enhances
issuer protection, and that the commenter had misunderstood its meaning. The MSRB fu_rther

stated that even if an underwriter provides a fair price to an issuer for its new issue offering, its

fair practice duties under Rule G-17 are not thereby discharged because, among other things, the

many principles laid out in ';he Interpretive Notice also must be addressed. Conversely, an
underwriter cannot justify under Rule G-17 an unfair price to an issuer by balancing that unfair
price with the fact that it may otherwise have been fair to the issuer under the other fairness
principles enunciated in the Interpretive Notice.

The Commissién finds that the proposed standard with respect to new isslue pricing is
consistent with the Act because it will help to prevent fraudulent and manipulative acts and
practices, to promote just and equitable principles of tradel, and, in general, to protect investors,
municipal entities, and the public interest.- Specifically, the Comﬁission notes that the
Interpretive Notice would provide that the duty of fair dealing under Rule G-17 includes an
implied representation that the price an underwriter pays to an issuer is fair and reasonable. The
Commission also believes that the MSRB has adequately addressed the comments on new issue
pricing by clarifying the underwriter’s duty and required disclosures with respect to such pricing.

In addition, the Commission finds that the proposed provision with respect to excessive

compensation is consistent with the Act because it will help to prevent fraudulent and

manipulative acts and practices, to promote just and equitable principles of trade, and, in general,
to protect investors, municipal entities, and the public interest. For example, the Interpretive

Notice would remind underwriters that compensation for a new issue could be so
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disproportionate to the nature of the underwriting and related services performed as to constitute
an unfair practice with respect to the issuer, and as such a violation of Rule G-17.

G. Conflicts of Interest

1. Payments to or from Third Partics

One commenter suggested that thel disclosure requirement with respect t(.) payments to or
from.third parties is too broad.”” The commenter stated its belief that “the intent of G-17 is that
payments to those who carry some tevel of influence with an issuer and who have advocated on
the underwriter’s behalf in securing municipal securities business must be disclosed,” but the
proposed requirement “may be interpreted to encémpass a broad array of other professional
services that happen in the standard course of municipal securities business.”™® In Response
Leiter I1, the MSRB clarified that the third-party payments to which the disclosure requirement
would apply are those that give rise to actual or potential conflicts of interest, and the disclosure
requirement typically would not apply to third-party arrangements for products and services of
the type that are routincly entered into in the normal course of business, so long as any specific
routine arrangement does not give rise to an actual or potential conflict of interest.

One commenter stated that disclosures with respect o third-party arrangements for the
marketing of the issuer’s securities should be clarified as to the Jevel of details.” Furthér, the
commenter stated that payments to and from affiliates of the underwriters are not third-party
payments since payments would not color a party’s judgment when the parties are related to each
other, unlike third parties. In Response Letter I, ;Nhile the MSRB disagreed with the comment

that payments from affiliates do not raise risks, the MSRB noted that the Interpretive Notice, as

o7 See 1A Letter. -

98 Id.
9 See SIFMA Letter L.
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modified by Amendment No. 2, would not require disclosure of the amount of third—party.
payments. In addition, in Response Letter 111, the MSRB stated its belief that “it is essential that
issuers and their advisors understand the conflicts of interest that might color underwriter
recommendations.”® ' .

Another commenter stated that the payment amount is an important variable for the issuer
to consider and that it would' encourage its members to further guestion the underwriter about
any relevant third-party relationships and payments, which would provide better transparency for
the transaction.™®’ In Response Letter II, the MSRB agreed that such further inquiries could be
made. In Rcéponse Letter 1V, the MSRB noted that the purpose of the third-party payment
disclosure is to draw them to the issuer’s attention, and the issuer may then request additionall

_information about such payments as it considers appropriate.
The Commission finds that the proposed disclosure with respect to the existence of

payments to or from third parties is consistent with the Act because the disclosure will notify the

issuer of potential conflicts of interest, even though underwriters nced not disclose the amount of

160 Specifically, in Response Letter TH, the MSRB stated that: “Municipal securities

offerings borne of self-interested advice or in the context of conflicting interests or
undisclosed payments to third parties are much more likely to be the issues that later
experience financial or legal stress or otherwise perform poorly as investments, resulting
in significant harm to investors and issuers, including increased costs to taxpayers.” The
MSRB also noted that in recent years, a series of state and federal proceedings involving
undisclosed third-party payments in connection with new issues of municipal secunties
or closely-related transactions have been instituted. According to the MSRB, in at least
one case, such undisclosed third-party payments allegedly occurred in connection with
activities that may have contributed to the bankruptcy in Jefferson County, Alabama. In
addition, the MSRB noted that the U.S. Department of Justice, the Commission, and the.
attorneys general of a number of states have pursued criminal and civil cases involving
allegedly fraudulent activities relating to municipal securities offerings and closely-
related transactions in which undisclosed third-party payments have played an important
role in carrying out the allegedly fraudulent activities.

1o See GFOA Letter II. See also GFOA Letter IIl. In Response Letter IV, the MSRB stated
that it would monitor whether disclosure of the amounts should be required. :
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such payments. As such, the Commission believes that the disclosure will help to prevent

fraudulent and manipulative acts and practices, to promote just and equitable principles of trade,
and, in general, to protect investors, municipal entities, and the public interest.

In addition, the Commission believes that the MSRB has adequately addressed the
comments regarding the disclosure of thirﬁ-party payments by providing clarification with
respect to the scope of the disclosure, the information required to be disclosed, and justifications
for the disclosure. Specifically, the Commission notes that in response to comments, the MSRB
modified the Interpretive ﬁotice, as originally proposed, by stating that the underwriter is not
required to disclose the amount of third-party payments, but rather only the existence of such
payments. The MSRB also modified the original Interpretive Notice by providing that an
underwriter must only disclose whether it has entered -into any third-party arrangements for the
marketing of the issuer’s securities. Further, in response to comments, the MSRB deleted the
statements in the original Interpretive Notice that the underwriter must disclose the purpose of
the third-party payment, the name of the party making or receiving the payment, and details of
third-party arrangements for the marketing of the issuer’s securities. In addition, the MSRB
stated that it will monitor whether the proposal has achieved the effect of providing 1ssuers with
adequate information about actual or potential material conflicts of interest and whether the
amount of third-party payments or other additional information should be required.'02

-2. Profit-Sharing with Investors

One commenter sought clarification that legitimate trading, such as when an underwriter

sells a bond and later repurchases the bond from a purchaser, is not included in the disclosure

102 See Response Letter IV.
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requirement for profit sharing arrangements.103 In Response Letter II, the MSRB stated that the

language of the proposal appropriately reflects that the disclosure applies in cases where there

exists an arrangement to spiit or share profits realized by an investor upon resale.

The Commission finds that the proposed provision with respect to profit-shanng
arrangements with investors is consistent with the Act because it will help to prevent fraudulent
and manipulative acts and practices, to promote jusf and equitable principles of trade, and, in
general, to protect investors, municipal entities, and the public interest. For example, the
Interpretive Notice would clér‘ify that such an;angements could constitute a violation of an
underwriter’s fair dealing obligation undér Rule G-17, or a violation of Rule G-25(¢), which
pl;ecludes a dealer from sharing in the profits or losses of a transaction in rr}unicipal securities

with or for a customer.

3. Credit Default Swaps

One commenter expressed support for the disclosure of an underwriter’s credit default
swap position.as it relates to the issuer and the financing.'” Another commenter stated its belief
that the disclosure of underwriters’ hedging and risk management activities could unduly deter
the use of credit default swaps for risk management and could potentiaily compromise
counterparty relationships.!DS The commenter noted that should these disclosures be required,
generalized disclosures that put the issuer on notice of the possibility that the underwriter may,
from time to time, engagc in such dealings, should be sufficient. The commenter objected to any
provision that would require underwriters to provide specific disclosures that could reveal

counterparty information or the underwriters’ hedging and risk management strategies. In

13 " gee BDA Letter IL

104 See GFOA Letter I1. See also GFOA Letter IIL

105 See SIFMA Letter 1.
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Response Letter I, the MSRB stated that the diéclosure requirement would not compromise
counterparty relationships or deter the use of credit default swaps for legitimate nsk management
purposes. Specifically, the MSRB noted that the amended Interpretive Notice would only
require a dealer that engages in the issuance or purchase of a credit defgult swap for which the
underlying reference is an issuer for which the dealer is serving as underwriter, or an obligation
of that issuer, to disclose the fact that it does so 0 the issuer, and not the terms of the particular
trades.'*

The Commission finds that the proposed disclosure requirements with respéct to credit
default swaps where the reference is the issuer for which the dealer is serving as underwriter, or
an obligation of that issuer, are consisteﬁt with the Act. The Commission believes that the
c_iisclosures will help to prevent fraudulent and manipulative acts and practices, to promote just
and équitable principles pf trade, and, in general, to protect investors, municipal entities, and the

_public interest by bringing to the issuer’s attention a potential conflict of interest with tﬁc
underwriter. As noted by the MSRB, the disclosure of potential or actual material conflicts of
iﬁterest could help issuers and their advisors to understand the conflicts of interest that miéht

color underwnter recommendations.'®” Further, the Commission does not believe that the

106 One commenter stated that the Interpretive Notice provides that if a dealer issues or

purchases credit default swaps for which the reference obligor is the issuer to which the
dealer is serving as an underwriter, the underwriter must disclose that fact to the issuer.
See SIFMA Letter I1. This commenter stated that, in the case of a conduit issuer that
issues bonds for multiple obligors or with respect to a specific project or revenue stream,
any disclosure regarding credit default swaps needs to be made solely to the obligor or
obligors that are obligated with respect to the securities transaction being underwritten by
the underwriter. In Response Letter I, the MSRB stated that the proposal only requires
that credit default swap disclosures be made to the issuers of the municipal securitics and
not to any conduit borrowers or other obligors. However, the MSRB stated that it would
take under advisement the question of whether such disclosure should be extended to any
applicable obligors other than the issuer.

107 See Response Letter 111
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disclosures will deter the use of credit ciefault swaps for risk management purposes or
compromise counterparty relationships because, while a dealer would be required to disclose that
it engages in credit default swaps to the issuer for \yhich it serves as an underwriter, it would not
be required to disclose the details of such swaps.

In addition, the Commission believes that the MSRB has adequately addressed the

- comments regarding the disclosure of credit default swaps by providing clarification with respect

to the scope of the disclosure. Specifically, tﬁe Commission notes that in response to comments,
the MSRB modified the Interpretive Notice, as originally proposed, by clarifying that a dealer
must only disclose the fact that it engages in such credit default swaps to the issuer for which it
serves as underwriter,'®*

H. Retail Order Periods

One commenter recommended that the Interpretive Notice use.a single standard of
requiring that the underwriter not knowingly accept orders that do not meet the requirements of
the retail order period.109 In Rgsponse Letter 11, the MSRB stated that it believes that the
commenter misunderstood these provisions. According to the MSRB, the Interpretive Notice
provides that an underwriter that knowingly accepts an order that has been framed as a retail
order when it is not would violate MSRB Rule G-17 if its act\ioné are inconsistent with the
issuer’s expectations regarding retail orders, but also provides that a dealer that places an order
that is framed as a qualifying retail order but that in fact represents an order that docs not.meet

the qualification requirements to be treated as a retail order, would violate its duty of fair dealing.

108 The original Interpretive Notice stated that Rule G-17 requires that a dealer who engages
in such credit default swaps disclose that to the issuers for which it serves as underwriter.
In its discussion of the exemption for credit default swaps on baskets or indexes of
municipal issuers that include the issuer or its obligations, the MSRB replaced the words
“rades in credit default swaps” with “[a]ctivities with regard to credit default swaps.”

109 See BDA Letter I1.
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In Response Letter 11, the MSRB stated that these two pr(.wisions are entirely consistent and
appropriate, since in the first provision an underwriter is ;eceiving an order framed by a third
party, whereas in the second provision, a dealer (not limited to an underwriter) is itself placing
and framing the order. Therefore, the MSRB noted that it has not modified these provisions.

The Commission finds that the proposed provisions regarding retail order periods are
consistent with the Act. The Comn_lission believes that the prdvisions will help to prevent
fraudulent and manipulative acts and practices, to proﬁote just and equitable principles of trade,
and, in general, to protect investors, municipal entities, and the public interest by helping to
ensure that the underwriter complies with its Rule G- 17 duty of fair dealing in a transaction with
a retail order period. For example, the Interpretwe Notlce would state that Rule G-17 requires an
underwriter that has agreed to underwrite a transaction with a retail order period to honor such
agreement and to take reasonable measures to ensure that retail clients are bona fide. In addition,
the Commission believes that the MSRB has adequately addressed the comment regarding the |
requirements for retail order periods by providing clarification with respect to the activities that
could be considered violations of Rule G-17.

I. Dealer Payments to Issuer Personnel

One commenter requested that, in the absence of disclosure and informed consent,
uﬁderwriters be prohibited from seeking reimbursements from bond proceeds for expenditures
made on behalf of the issuer for any expenses incurred by the underwriter.''® The commenter
also requested that underwriters provide disclosure to issuers that “[e}xpenses made in
connection with the issuance of securities were mcurred by the underwriter on behalf of the

issuer, but that the issuer is under no obligation to issue additional bonds to reimburse the

110 gea NAIPFA Letter I Seealso NAIPFA Letter III. Bul see SIFMA Letter 111
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underwriter for these expenditures.”’ ' 1n Response Letter I, the MSRB stated that it is
unreasonable to require underwriters to disclose to issuers that they are under no obligation to

reimburse the underwriter from bond proceeds for expenditures made on behalf of the issuer.

' The MSRB noted that Rule G-20 already precludes underwriters from seeking reimbursement for

lavish expenditures, especially from bond proceeds, and that various state laws also address
whether such reimbursements are permissible.

The Commission finds that the proposed provisions regarding dealer payments to issuer
personnel are consis;tent with the Act. The Commission believes that the provisions will help to
prevent fraudulent and manipulative acts and practices, to promote just and equitable principles
of trade, and, in general, to protect Investors, municipal entities, and the public interest by
reminding dealers of the application of MSRB Rules G-20 and G-17 in connection with certain
payments made to, gnd expenses reimbursed for, issuer personnel during the mﬁnicipal bond
issuance process. The Commission also believes that the MSRB has adequately addressed the
comments with respect to dealer payments to issuer personnel by clarifying the laws and rules
that govern such payments.

J. Timine and Consistency

One commenter noted that underwnters that may also be municipal advisors will not be
able to properly evaluate the Interpretive Notice until rules with respect to municipal advisors
have been approved and adopted by the Commission and the MSRB.'"? The commenter stated

that, given the withdrawal of the MSRB’s rule proposals with respect to municipat advisors, the

1 NAIPFA Letter I.

2 gee SIFMA Letter I; SIFMA Letter IJ; and SIFMA Letter III. See also BDA Letter IIL.
Another commenter, however, stated that the proposal should not be dependent on the
definition of municipal advisor and urged the Commission to approve the proposal. See
NAIPFA Letter . See also GFOA Letter T1I. '
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requirements that will be applicable to underwriters that are also municipal advisors are
unknown.''> The commenter suggested that underwriters may ultimately become subject to
duplicative or inconsistent obligations for the same or similar activities. The c.ommenter also
stated that many interested paﬁies are abstaining from commenting on the proposal due to this
uncertainty. In Response Letter IV, the MSRB noted that two commenters supported the
Commission’s approval of the proposed rule change even though the Commission’s rulemaking
on the definition of “municipal advisor” remains pending.114 The MSRB also noted that one
commenter stated that it c_ou]d “find no rational correlation between a delay in the adoption of
the [Interpretive Notice] and the adoption of a definition of ‘municipal advisor’.”' "

One commenter stated that because the Interpretivé Notice would obligate underwriters
to comply with detailed and specific requirements fo which they are not currently subject, the 90-
day implementation period is too short and requested a period of no less than six months.' ' In
Response Letter [, the MSRB stated that it belicves that 90 days is an adequate time period for
underwriters t0 deQelop the required disclosures, especially as noted by the commenter,
«underwriters who follow best practices in their dealings with municipal issuers already engage
in an open dialogue with the issuers concerning the risks of the transactions being
underwritten.”"”

The Commission finds that the timing of the proposed rule change is consistent with the

Act. As discussed above, the Commission belicves that the disclosures specified in the

113 Gee SIFMA Letter 1.

N4 gee g, GFOA Letter Il and NATPFA Letter I11.
1S NAIPFA Letter IIL.

"6 See SIFMA Letter 1. See also SIFMA Letter 111,
H7 SIFMA Letter 1. See also Response Letter V.
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Interpretive Notice will benefit municipal 1ssuers, including helping municipal issuers to better
understand the role of the underwriter, and to better evaluate potential risks in engaging a
particular underwriter and in selecting the financing structure most appropriate for their
financing needs. Such disclosures should, in turn, benefit investors and the public interest. The
MSRB also noted that the required disclosures siﬁould provide issuers and their advisors with
valuable information with which to evaluate underwriter recommendations.’ '% In addition, the
Commission does not believe that approval of the proposed n}ﬂe change should be delayed
pending rulemaking with respect to municipal advisors because, as noted by one commenter, the
provisions of the Interpretive Notice would govern the conduct of underwriters and not the
conduct of municipal advisors.'"® With respect to commenters’ CONcerns about potential
duplication or inconsistency between the requirements applicable to underwriters and the
. requirements applicable to underwriters that are also muﬁicipal advisors, the Commission notes
that any proposal by the MSRB interpreting the application of MSRB Rule G-17 to municipal
advisors must be filed with, and considered by, the Commission pursnant to Section 19(b) of the
Exchange Act'? before the proposal can become effective.

The Commission also believes that the 90-day implementation period IS consistent with
the Act and notes that, as stated by one commente-r, underwriters may already provide issuers
with some of the required disclosures to the extent such underwriters are already following best
practices in their dealings with issuers.'”!

K. Other Comments

s See Response Letter I11.

119 See NAIPFA Letter IfL
120 15 U.8.C. 78s(b).

. 121 gee SIFMA Letter L
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One commenter requested clarification that the proposal is not intended to apply to

private placement agents.122 In Response Letter 11, the MSRB stated that, given the nature of the

proposed role disclosures and in light of the characteristics of a “true private placement” of

municipal securities, those elements of the role disclosures that would not be applicable to a true

private placement would not be required to be included in the disclosures made in connection

. with a dealer serving as placement agent for a new issue. The MSRB stated, however, that Rule

G-17, and the remaining provisions of the Interpretive Notice, would continue to appl_y.m The
Commission believes that the MSRB has adequately addressed the comménf on the application
of the Interprétive Notice to private placement agents by providing clarification with respect to
the application of Rule G-17 and the Interpretive Notice to private placement agents.

One commenter urged further consideration of the costs of the disclosures and weighing
of the costs against the potential benefits.'>* In Response Letter 11, the MSRB noted its
disagreement that it did not weigh the costs and benefits. The MSRB noted that the Interpretive
Notice “recognizes that there is significant variability of size, sophistication and frequency of
accessing the market among issuers across the country, and many of the disclosures required
under the Proposal can be tailored, and in some caées are nét required at all, based on a number
of relevant factors set out in the Proposal.” Further, the MSRB stated that although it recogmzes
that some underwriters may bear up-front costs in creating basic frameworks for the required

disclosures for the various types of products they may offer their issuer clients, the on-going

122 gee SIFMA Letter 1L

12 In Response Letter II, the MSRB also reminded dealers to remain cognizant of the fact

that the circumstances under which a true private placement may arise in the municipal
market are quite constrained.

12 Gee SIFMA Letter I; SIFMA Letter IL; and SIFMA Letter III. Other commenters stated
" their belief that the proposed disclosures will not cause undue costs or burdens to
underwriters. See PFM Letter 11 and GFOA Letter 1L
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burden' should thereafter be considerably reduced and the preparation of written disclosures
would become an inter-related component of the necessary documentation of the transaction.'”
In Response Letter 11, the MSRRB also noted that providing more information to issuers would
empower and provide considerable benefits to 1ssuers.

In additjon, in Response Letter 111, the MSRB noted that the disclosures with respect to
the role of the underwriter and actual or potential conflicts of interest could consist of the
la_mguage provided in tﬁe Interpretive Notice, which would lessenrthe potential costs associated
wit_h the disclosures. Moreover, the MSRB stated that disclosures with respect to the nsks of a
-proposed financing would not burden underwriters greatly as generally only complex financings
would require such disclosures. For routine financings, the MSRB stated that disclosures would
only be required if the issuer personnel lacked knowledge or expertise.

In Response Letter 111, the MSRB em_phasized its belief regarding the benefits of the
proposed disclosures. First, the MSRB stated that municipal securities offerings that resﬁlt from
self-interested advice, conflicting interest or undisclosed payments to third-parties are more |
likely to encounter 1ssues at a later date, which could cause harm to investors and issuers. Thus,
the MSRB believes that the proposed disclosures would help address such pract.ices. Second, the
MSRB stated that municipal issuers have entered into complex financings that later created
serious risks (o the municipalities and that the burden on underwriters of the required disclosures
would be outweighed by the benéﬁts to issuers in avoiding similar situations in the future.

The Commission believes that the MSRB has adequately addressed comments rega-rding

the costs resulting from the Interpretive Notice.'2® The Commission appreciates that the

125 See also Response Letter I

126 In approving this proposed rule change, the Commission has also considered whether the

proposed change will promote efficiency, competition, and capital formation. See 15
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proposed rule change will impose costs upon underwriters, but belicves such costs are justified
by the benefits that will result from the Interpretive Notice.m As noted above, the Commission
pelieves that the required disclosures will benefit munieipall rssuers by providing them with
valuable information with which to evaluate, among other things, the potential risks of engaging
a particular underwriter and entering into 3 recommended financing structure. The Commission
also behieves that the disclosures would peneﬁt investors and the public interest.

As noted by the MSRB in Response Letter 111, there may be additional up-front costs in
creatirrg, basic frameworks for the disclosures, but many of the disclosures could be standardized.
The Commission believes that such standardization will help reduce the _ongoing burden of
preparing the written diselosures.123 In addition, 10 help further reduce the potential costs

associated with the proposed disclosures, the Commission notes that the Interpretive Notice

. contains language that underwriters may incorporate into their written disclosures, such as
language in the Interpretive Notice regarding the underwriter’s role and the conflict of interest
caused by contingent fee compensation.

Further, as noted above, in resporrse to comments, the .MSRB made modifications to the

Interpretive Notice, as originally proposed, which it believes will help reduce the cost of

U.S.C. 78c(f). While none of the commenters speciﬁcally commented on efficiency,
competition, and capital foymation, SOmMe of the comments raised concerns about the
burdens imposed bY the proposed rule change and possible effects on certamn
transactions. AS discussed above, the additional disclosures required by the proposed
rule change are intended to deter fraud, inform 1Ssu€ts about potential conflicts of

interest, and help to ensure that municipal entities engage in financings appropriate 10
their needs. o

127

See Response Letter 1L

128 The MSRB stated that standardized disclosures could be developed to describe common
material financial risks and characteristics that would then only need to be modified n
the event of variants in the structures proposed by the underwriter.
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compliance.'l29 For example, under the amended Interpretive Notice, an underwriter that
recdmmends a complex mumicipal securities financing to an issuer must disclose the material
financial characteristics of such complex municipal securities financing, as well as the material
financial risks of such financing that are known to the underwriter and reasonably foresceable at
the time of the disclosure, as opposéd to all matenal risks and characteristics of the financing.

Iv. General Commission Findings

As noted above, the Commission has carefully considered the proposed rule change, as
modified by Amendment No. 2, the comment letters received, and the MSRB’s responses. For

the reasons discussed above, the Commission finds that the jJroposed rule change, as modified by

Amendment No. 2, is consistent with the requirements of the Act and the rules and regulations

thereunder applicable to the MSRB. Specifically, the Commission finds that the proposed rule
change is consistent with the provisipns of Section 15B(b)(2)(C) of the Act.'™

The Commission believes that, in general, the MSRB has adequately responded to the
comments received on the proposed rule change. The Commission also notes that the MSRB has
stated that it will monitor disclosure practice; under the Interpretive Notice and will engage in a
dialogue with industry participants and the Commission to determine whether sufficient
improvements héve occurred in the flow of the disclosures to decision-making personnel of
issuers or whether additional steps should be taken.'”' The MSRB also stated that it will monitor
matters relating to the timing of disclosures in order to determine whether any further action in

this area is merited.”* In addition, the MSRB stated that it will monitor whether the proposal

131

12 See Response Letter IT1.

B0 15 U.S.C. 780-4(b)(2)(C).
See Response Letter I and Response Letter IV.

132 See Response Letter 11
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information should be required.'??

V. Conclusion

IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) of the Act,"™ that the
proposed rule change (SR-MSRB-2011- \ '

18, approved.

By the Commission.

Elizabeth M. Murphy

. ' Secretary

—_—
133 Sece Response Letter IV,

15 U.S.C. 78s(b)(2).
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' UNITED STATES OF AMERICA
‘ : before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Rel. No. 66933 / May 7, 2012

Admin. Proc. File No. 3-14744

In the Matter of
TELOS, INC., ef al.

TIANRONG INTERNET'PRODUCTS AND SERVICES, INC.,
: . Respondent

ORDER AMENDING ORDER INSTITUTING PROCEEDINGS TO DISMISS TIANRONG
INTERNET PRODUCTS AND SERVICES, INC.

L

On February 6, 2012, the Commission instituted an administrative proceeding against
Tianrong Internet Products and Services, Inc. ("TIPS") and eight other respondents under Section
12(j) of the Securities Exchange Act of 1934." The Order Instituting Proceedings ("OIP")
described TIPS as the successor to MAS Acquisition XVII Corp. ("MAS"). The OIP alleged that
TIPS had violated periodic reporting requirements under Exchange Act Section 13(a)’ and sought
to determine, based on those allegations, whether it was "necessary and appropriate for the
protection of investors to suspend . . . or revoke" the registration of TIPS's securities.

The Division of Enforcement ("Division") has now moved to amend the OIP to delete any
reference to TIPS. The Division has determined that TIPS was not a successor 0 MAS. MAS
would remain as the respondent. By letter dated March 22, 2012, counsel for TIPS has stated
that it agrees with the Division's motion.

: 15 U.S.C. § 781(j). The remaining respondents defaulied, resulting in the
. revocation of the registration of their securities.
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‘ . The facts appear as follows. On December 3, 1998, TIPS, then known as Bria
Communications Corporation ("Bria"), filed a Form 15 to terminate the registration of its
securities under Exchange Act Section 12(g). Bria filed the Form 15 under its assigned
CIK # 65231.

On March 7, 2000, TIPS filed a Form 8-K announcing its acquisition of MAS. The Form
8-K attached a purchase agreement that provided that MAS would become a majority-owned
subsidiary of TIPS, and TIPS would assume MAS's reporting obligations as its successor. The
Form 8-K was filed under MAS's assigned CIK # 1093987. That filing triggered a change in the
company's name from MAS to TIPS in EDGAR. On March 20, 2012, however, after these
proceedings were instituted, counsel for TIPS informed the staff of the Division of Corporation
Finance that the acquisition was never consummated. TIPS failed to amend its Form 8-K to
disclose that fact.

Because TIPS filed the Form 15 in 1998 and did not effectuate its acquisition of MAS,
TIPS has no class of securities registered under Exchange Act Section 12(g). MAS's securities
continue to be registered and are subject to the Exchange Act's reporting requirements.

II.

We have determined to grant the Division's motion. TIPS does not have a class of
. securities registered under Exchange Act Section 12. Because revocation or suspension of
registration are the only remedies available in 2 proceeding instituted under Exchange Act
Section 12(j), we find that it is appropriate to dismiss these proceedings as to TIPS.? We further
find it appropriate to amend the OIP to delete any reference to TIPS and to continue this
proceeding against MAS.

Accordingly, it is ORDERED that this proceeding be, and it hereby is, dismissed with
respect to Tianrong Internet Products and Services, Inc.; and it is further

ORDERED that the Order Instituting Proceedings in this matter be, and it hereby is,
amended in the form attached hereto to delete Tianrong Internet Products and Services, Inc. from
the name of the second respondent in this proceeding and to delete any and all references to
Tianrong Internet Products and Services, Inc. therein.

Elizabeth M. Murphy
Secretary

By the Commission.

. ? See, e.g., Enamelon, Inc., Securities Exchange Act Rel. No. 52956
(Dec. 15, 2005), 86 SEC Docket 2944.




UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No.

ADMINISTRATIVE PROCEEDING

File No.

In the Matter of AMENDED ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS

Telos, Inc., AND NOTICE OF HEARING

MAS Acquisition XVII Corp., PURSUANT TO SECTION 12(j) OF

Tianrong Building Material Holdings, Ltd. | THE SECURITIES EXCHANGE ACT
(f'k/a MAS Acquisition XVIII Corp.), OF 1934

TSS Ltd.,,

Tuff Coat Manufacturing, Inc. (fk/a Osage
. Acquisition Cerp.),

Tultex Corp.,

TVA, Inc.,

Tyger Holding, Inc., and

U.S. Energy Systems, Inc.,

Respondents.

L

The Securities and Exchange Commission (“Commission”) deers it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents Telos, Inc., MAS Acquisition XVII Corp.,
Tianrong Building Material Holdings, Ltd. (fk/a MAS Acquisition XVIII Corp.), TSS
Ltd., Tuff Coat Manufacturing, Inc. (fk/a Osage Acquisition Corp.), Tultex Corp., TVA,
Inc., Tyger Holding, Inc., and U.S. Energy Systems, Inc.

IL

After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS




1. Telos, Inc. (CIK No. 1387000} is a void Delaware corporation located in Fort
. Myers, Florida with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Telos is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended June 30, 2007, which reported a net loss of over $33,000 for the prior six
months.

2. MAS Acquisition XVII Corp. (CIK No. 1093987) is a New Jersey corporation
Jocated in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). MAS Acquisition XVII Corp. is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-QSB for the period ended December 31, 1999, which
reported a net loss of $5 for the prior three months.

3. Tianrong Building Material Holdings, Ltd. (f’k/a MAS Acquisition XVIII
Corp.) (CIK No. 1093988) is an expired Utah corporation located in New York, New
York with a class of securities registered with the Commission pursuant to Exchange Act
Section 12(g). Tianrong Building Material Holdings is delinquent in its periodic filings
with the Commission, baving not filed any periodic reports since it filed a Form 10-QSB
for the period ended December 31, 1999, which reported a net loss of $5 for the prior
three months. On November 25, 1996, a permanent injunction was entered against
Tianrong Building Material Holdings, enjoining the company from violations of the
Exchange Act, including Section 13(a). As of January 30, 2012, the company’s stock

. - (symbol “TNRG™) was traded on the over-the-counter markets.

. 4. TSS Ltd. (CIK No. 848013) is a Delaware corporation located in Westport,
Connecticut with a class of securities registered with the Commission pursuant fo
Exchange Act Section 12(g). TSS is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB/A for the
period ended February 28, 1994, which reported a net loss of over $4.6 million for the
prior nine months.

5. Tuff Coat Manufacturing, Inc. (fk/a Osage Acquisition Corp.) (CIK No.
1119179) is a revoked Nevada corporation located in Willow Grove, Pennsylvania with a
class of securities registered with the Commission pursuant to Exchange Act Section
12(g). Tuff Coat Manufacturing is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the

" period ended May 22, 2001.

6. Tultex Corp. (CIK No. 100166} is a purged Virginia corporation located in
Martinsville, Virginia with a class of securities registered with the Commission pursuant
to Exchange Act Section 12(g). Tultex is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended October 2, 1999, which reported a net loss of over $35 million for the prior

. three months.
) | 7. TVA, Inc. (CIK No. 1198714) isa permanently revoked Nev?.da corporation
located in Great Neck, New York with a class of securities registered with the
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Commission pursuant to Exchange Act Section 12(g). TVA is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-SB registration statement on December 2, 2002, which reported a net loss of over
$7,000 for the period between the company’s June 18, 2002 inception and July 31, 2002.

, 8. Tyger Holding, Inc. (CIK No. 1374069) is a void Delaware corporation
located in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Tyger Holding is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-SB registration statement on September 28, 2006, which reported a net loss of
$421 for the period between its inception on March 28, 2006 and June 30, 2006.

9. U.S. Energy Systems, Inc. (CIK No, 351917) is a Delaware corporation
Jocated in Avon, Connecticut with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). US Energy Systems is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filéd a Form
10-K for the period ended December 31, 2006, which reported a net loss of over $27.5
million for the prior twelve months. On January 9, 2008, US Energy Systems filed a
Chapter 11 petition in the U.S. Bankruptcy Court for the Southern District of New York,
and the case was still pending as of January 30, 2012.

B. DELINQUENT PERIODIC FILINGS

10. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic

filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

11. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

12. As a result of the foregoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and 132-13 thereunder.

IIL

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in
" connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,
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B. Whether it is necessary and appropriate for the protection of investors to .
suspend for a period not exceeding twelve moniths, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

1V,

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section I1I hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §

201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b} of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2°
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a), 220(f},
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,

registered, or Express Mail, or by other means permitted by the Commission Rules of

Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice {17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary




SECURITIES AND EXCHANGE COMMISSION

[Release Nos. 34-66932; File No. 265-26]
COMMODITY FUTURES TRADING COMMISSION
Joint CFTC-SEC Adyvisory Committee on Emerging Regulatory Issues
"AGENCIES: Securities and Exchange Commission (“SEC”) and Comr_nodify Futures
Trading Commission (“CFTC”) (each, an “Agency,” and collectively, “Agencies”).
ACTION:  Notice of Fede;ral Advisory Commitfee Renewal.
| SUMMARY: The Chairmen of the SEC and CFTC, with the concurrence of the other SEC
~ and CFTC Corhmissioriers, respectively, intend to renew the charter of the Joint CFTC-SEC
Advisory Committee on Emerging Regulzitory Issues (the “Committee”).
COMMENTS:
~ Because the Agencies will jointly review all comments Submitted,_intgreéted parties
may send comments to ¢ither Agency and need not submit responses to both Agencies.
: Réspondents are encouraged to use the title “Joint CFTC-SEC Advisory Committee™ to
- facilitate the organization and distribution of comments between the Agencies. Interested
' parties are invited to submit responses to:
Securities and Exchange Commission: Written comments may be submitted by the following
‘methods:

Electronic Commenis

e Use the SEC’s Internet submission form (http://www.sec.gov/rules/other/shtm!); or

e Send an email to rule-comments@sec.gov.

Please include File No. 265-26 on the subject line.
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_ Paper Comments

* Send paper comments in triplicate to Elizabéth M. Murphy, Secret'arf,_Secﬁﬁfies and | -
- Exchange Commission,'lbo F St., NE, Washington 20549. All sﬁbmis’sions should
réfer to File No. 265-26. | " |
To help the SEC pfocéss -and review your coﬁu"nents moré efficiently, please use only one

method. The'SEC staff will post all Qommerits on the SEC’s Internet website

-(http://www.sec.gov/rules/shtml). Coxﬁmcnts will also be available for Websitel viewing aﬁd
printing in the SE_C’S Publié Reference Room, 10}0 F Sf., NE,_Washington,' DC'205‘4.9, on .

. official business days between the hours of 10:00 a.m. and 3:00 pm -A'll comments.received
will be posted without phange; we do not edit personal identiﬂing infonnétioﬁ from your * -
- submissions. 'Yo'u .sho_uld éubmit only information thét-ydu'wish to make available publicly.

Commodity Futures Trading Conu‘ni_s_‘.'sion: '

o Written cofnments may be mailed to the Commodity fufufes Tréding C;)mmission,
Threé Lafayétte Center, 1155‘21s‘t Street, N.W., Washington, DC 20581, attentién
Office of the Secretary; transmitted by facsimile to the CFTC at (éOé) 418-5521 ;. or
| transmittéd-electrohically toJ ointcdnunittee’@zcﬁc.g-ov. rRéference should-be made to
;-‘J'oiqt‘ CFTC-SEC Advisory Committee.”l
7 FOR FURTHER INFOWATION CONTAC'I_’; | Rohesha Bﬁtler, Special Counsel, at (202)
551i5629, Division of Trading and Markets, S'ecurities and Exchangé Commiséion, 100 F St.,
- NE, Washington DC 20549,' or Gail Scott, Cormﬁitfee Management Officer, ét (202) 4.1 8- ,,
513_9,. Cérﬁmodity Futures Trading Commission, Three Léfayette Center, 1155 21 st Street,
N.W., V-Vashingtqn,-DC 20581. | | |
SUPPLEMENTARY INFORMATION: In accordance with the ;'équi'rements of the

. Federal Advisory Committee Act, 5 U.5.C. App. 2, the Agencies are publishing this notice
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that the Chairmen of the SEC and CFTC, with the concurrence of the other SEC and CFTC

Commissioners, intend to renew the charter of the Committee. The Committee was originally
established on May 10, 2010, to operate for a term of two years.! The Committee’s objectives

and scope of activities are to conduct public meetings; submit reports and recommendations to

the CFTC and the SEC and otherwise to serve as a vehicle for discussion and communication

on regulatory issues of mutual concern and their effect on the CFTC’s and S'EC’s'statutory

responsibilities. Subj ects to be addressed by the Committee will include, but will not be

limited to, identification of emerging regulatory risks, assessment and quantification of the

impact of such risks and their implications for investors and market participants, and to

further the Agencies’ efforts on regulatory harmonization. The Committee will work to -
~ develop clear and specific goals toward identifying and addressing emerging regulatory risks,
protecting investors and customers, and furthering regulatory harmonization, and to_

' recommend processes and procedures for achieving and reporting on those goals.

To achieve the Committee’s géals,'the Chairmen of the SEC and CFTC may appoint

approximately 10 - 15 members. There will be two co-designated federal officers of the

‘Committee. The Chairman of the CFTC will appoint a CFTC employee to serve as c}ne co-

désignated federal officer of the Committee and the Chairman of the SEC will appoint an SEC

“employee to serve as the other co-dcsighated federal officer of the Committee: The co-

designated federal officers jointly cali all of the Committee’s and subcommittees’ meetings,

- prepare and jointly approve all meeting-agendas, adjourn any meeting when they jomtly
-determine adjourmﬁent to be in the public interest, and chair meetings when directed to do so.

-The co-designated federal officers also will attend all Committee and subcommittee fneetings.

The Chairm_en of the CFTC and of the SEC continue to serve as Co-Chairmen of the

" See Securities Act Release No. 9123, 75 FR 27028 (May 13, 2010) (File No. 265-26).
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Committee. 'H_le Clor'nmittee’smemberShip will be fairly balanced in te:rms of poihts of view
represented and £he'ﬁ1nction3‘to be performed. |
Thé Committee’s charter will bé filed with the Senate Colmnr-littee on Agricﬁlture,
Nﬁtrition and Forestry; the House of Représentat-ives Committée on Agriculture; the Senate
_Commi_ttec’ on Banking, Housing, and Urban-Affail."s; the House Cbmmittee on Financial
' Seﬁiges; and U.S. General Suervices Administration Committee Management Secretariat
(‘“Secre.tariét”). A copy of the charter also will be filed with the SEC, CFTC and the Library :
'of Cc;ngress. The charter will be available for website viewing and printing in the Pﬁblic |
_ Reference Room at the SEC’s héadquarters and posted on the SEC’s website at WWW.S€eC.gov
and the CFTC’s website; at ww.w.cﬁé.go-v. |
Tﬁe Cbmmittee will éontinﬁe to ol;grafe for an additional two years —frém the date of
' i‘enewal of the charter u_nle’ss, before the expir‘aﬁon of that time peric;d, its charter _is re-
established or renewed in accordance with the Féderal Acllvisory' Committee Act or unless .
' either the Chairman of the SEC or the Chairxﬁan qf the CFTC determines that the
Cor?mjttee’s contimiance is no longer in the public ir;'tg:i‘est.’ |
| Tﬁe Com;ni'ttée will meet at such intervals as are necéssary to carry out its ﬁ;nctions.
- ft is estimated that the meetirigs will occur six times per year. Meetings of subgroups or
subcomrmittees of the full | Commjtteé may occur more frequcn_tly. ,.
The charter will provide that tﬁe duties of the Committee are to be so’lelj advisory.
'rEach Agency alone will make any determinations of action to be taken and poliéy-to be .

expressed with respect to matters within their respective authority as to which the Committee




. provides advice or makes recommendations.

The Chairmen of the Agencies affirm that the renewal of the Committee is necessary

and in the public interest.

By the Securities and Exchange Commission.

Elizabeth M. Murphy
Secretary

By the Commodity Futures Trading Commission.

® QU /=

David A. Stawick
Secretary

MAY 0 7 2012




UNITED STATES OF AMERICA

Before the

~ SECURITIES AND EXCHANGE COMMISSION

May 8, 2012

In the Matter of

One Voice Technologies, Inc.,
Orchestra Therapeutics, Inc.,
Path 1 Network Technologies, Inc.,
Pavilion Energy Resources, Inc.

(f/k/a Global Business Services, Inc.),
Pine Valley Mining Corp.,
Platina Energy Group, Inc.,
Pop N Go, Inc., and '
Powercold Corp.,

File No. 500-1

ORDER OF SUSPENSION OF
TRADING '

It appears to the Securities and Exchange Commission that there is a lack of

~current and accurate information concerning the securities of One Voice Technologies,

Inc. because it has not filed any periodic reports since the period ended September 30,

2009.

1t appears to the Securities and Exchange Commission that there is a lack of

current and accurate information concerning the securities of Orchestra Therapeutics, Inc.

because it has not filed any periodic reports since the period ended June 30, 2007.

It appears to the Securities and Exchange Commission that there is a lack of

current and accurate information concerning the securities of Path 1 Network

September 30, 2006.

| Technologies, Inc. because it has not filed any periodic reports since the period ended

2 of IY




It appears to the Securities and Exchange Cqmmission that there is a lack of
current and accurate information concerning the securities of Pavilion Energy Resources,
Inc. (f'k/a Global Business Services, Inc.) because it has not filed any periodic reports
between the periods ended June 30, 2005 and June 30, 2009.

It appears to the Securities and Exchange-Commission that there is a laci( of
current and accurate information concerning the securities of Pine Valley Mjning Corp.
because it has not filed any periodic reports since the period en'ded March 31, 2006.

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the sécurities of Platina Energy Group, Inc.
becﬁuse it has not filed any periodic.reports s_i-nce the period ended September 30, 2008.

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Pop N Go, Inc. because it
has not filed any periodic reports since the period ended June 30, 2008.

-It appears to the Securities and Exchange Commissién that there is a lack of
current and accuraté information concerning the securities of Powercold Corp. because it
has not filed any periodic reports since the period ended September 30, 2005.

The Commission is of the opinion that the public interest and the protection of

~ investors require a suspension of trading in the securities of the above-listed companies.




! . Therefore, it is ordered, pursuant to Section 12(k) of the Securities Exchange Act
of 1934, that trading in the securities of the above-listed companies is suspended for the

period from 9:30 a.m. EDT on May 8, 2012, through 11:59 p.m. EDT on May 21, 2012.

MWMMW

Elizabeth M. Murphy
Secretary

.By the Commisston.




UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934

Release No. 66938 / May 8§, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14871

In the Matter of

One Voice Technologies, Inc.,
Orchestra Therapeutics, Inc.,

Path 1 Network Technologies, Inc.,
Pavilion Energy Resources, Inc.

ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
AND NOTICE OF HEARING
PURSUANT TO SECTION 12(j) OF

THE SECURITIES EXCHANGE ACT
OF 1934

(f/k/a Global Business Services, Inc )
Pine Valley Mining Corp.,
Platina Energy Group, Inc.,
Pop N Go, Inc., and
Powercold Corp.,

Respondents.

L

The Securities and Exchange Commission (“Commission’) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents One Voice Technologies, Inc., Orchestra
Therapeutics, Inc., Path 1 Network Technologies, Inc., Pavilion Energy Resources, Inc.
(f/k/a Global Business Services, Inc.), Pine Valley Mlnlng Corp Platina Energy Group,
Inc., Pop N Go, Inc., and Powercold Corp.

I1.
After an investigation, the D_ivision of Enforcementlalleges that:
A. RESPONDENTS
i. Oné Voice Technologies, Inc. (CIK No. 1096088) is a revoked Nevada

corporation located in La Jolla; California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). One Voice is delinquent in its




periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended September 30, 2009, which reported a net loss of
$522,203 for the prior nine months. As of April 30, 2012, the company’s stock (symbol
“OVOE”) was quoted on OTC Link (previously, “Pink Sheets) operated by OTC
Markets Group, Inc. (“OTC Link”), had nine market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

2. Orchestra Therapeutics, Inc. (CIK No. 817785) is a void Delaware corporation
located 1n Carlsbad, Califormia with a class of securities registered with the Commission
‘pursuant to Exchange Act Section 12(g). Orchestra is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q/A
for the period ended June 30, 2007, which reported a net loss of over $3.9 million for the
prior six months. On October 13, 2008, the company filed a Chapter 7 petition in the
U.S. Bankruptcy Court for the Southern District of California, and the case was pending
as of February 16, 2012. As of April 30, 2012, the company’s stock (symbol “OCHTQ”) -
was quoted on OTC Link, had ten market makers, and was eligible for the “piggyback”
exception of Exchange Act Rule 15¢2-11(f)(3).

3. Path 1 Network Technologies, Inc. (CIK No. 1059404) is a void Delaware
corporation located in San Diego, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Path 1 is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-Q for the period ended September 30, 2006, which reported a net loss of over $4.8
million for the prior nine months. As of April 30, 2012, the company’s stock (symbol
“PNOT?”) was quoted on OTC Link, had six market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

4. Pavilion Energy Resources, Inc. (f/k/a Global Business Services, Inc.) (CIK
No. 1082431) is a Delaware corporation located in Draper, Utah with a class of securities
registered with the Commission pursuant to Exchange Act Section 12(g). Pavilion is
delinquent in its periodic filings with the Commission, having not filed any periodic
~ reports between the periods ended June 30, 2005 and June 30, 2009. The company’s
Form 10-K for the period ended June 30, 2011 reported a net loss of $82,085 for the prior
twelve months. As of April 30, 2012, the company’s stock (symbol “PVRE”) was quoted
on OTC Link, had nine market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11(f)(3).

3. Pine Valley Mining Corp. (CIK No. 749750) is a British Columbia corporation
located in Vancouver, British Colurnbia, Canada with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). Pine Valley is delinquent in its
penodic filings with the Commission, having not filed any periodic reports since it filed a
Form 20-F for the period ended March 31, 2006, which reported a net loss of over $2.1
million (Canadian) for the prior twelve months. As of April 30, 2012, the company’s
stock (symbol “PVMCEF”) was quoted on OTC Link, had six market makers, and was
eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11()(3).

6. Platina Energy Group, Inc. (CIK No. 1098278} 1s a void Delaware corporation
located in Corpus Christi, Texas with a class of securities registered with the Commission
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pursuant to Exchange Act Section 12(g). Platina is delinquent in its peniodic filings with
the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended September 30, 2008, which reported a net loss of over $10.5 million for the
prior six months. As of April 30, 2012, the company’s stock (symbol “PLTGQ”) was
guoted on OTC Link, had eight market makers, and was eligible for the “piggyback”
exception of Exchange Act Rule 15¢2-11(f)(3).

7. Pop N Go, Inc. {CIK No. 1071819) is a Delaware corporation located in
Whittier, California with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Pop N Go is delinquent 1n its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended June 30, 2008, which reported a net loss of over $1.31 million for the prior
nine months. As of April 30, 2012, the company’s stock (symbol “POPN”) was quoted
on OTC Link, had nine market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11(f)(3). :

8. Powercold Corp. (CIK No. 827055) is a Nevada corporation located in La
Vernia, Texas with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Powercold is delinquent in its periodic filings with the
Commmission, having not filed any periodic reports since it filed a Form 10-Q/A for the
period ended September 30, 2005, which reported a net loss of over $5 million for the
prior nine months. As of April 30, 2012, the company’s stock (symbo! “PWCL”) was
quoted on OTC Link, had seven market makers, and was eligible for the “piggyback”
exception of Exchange Act Rule 15¢2-11(f)(3).

B. DELINQUENT PERIODIC FILINGS

9. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address-on file with the
Commission as required by Commission rules, did not receive such letters.

10. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic 1ssuers to file quarterly reports.

11. As a result of the fofegoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and 13a-13 thereunder.




1.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and, ' :

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

V.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section 111 hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [I7 CF.R. §
201.110]. ) '

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as -
provided by Rule 220(b) .of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commussion’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,

.registered, or Express Mail, or by other means permitted by the Commission Rules of

Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360{a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to

4




notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary




. UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66942 / May 8, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14744

In the Matter of AMENDED ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS

Telos, Inc., AND NOTICE OF HEARING

MAS Acquisition XVII Corp., ' PURSUANT TO SECTION 12(j) OF

Tianrong Building Material Holdings, L.td. | THE SECURITIES EXCHANGE ACT
(f'k/a MAS Acquisition XVIII Corp.), OF 1934
TSS Ltd.,
Tuff Coat Manufacturing, Inc. (f/k/a Osage
~Acquisition Corp.),
.- Tultex Corp.,
. TVA, Inc.,
. Tyger Holding, Inc., and
U.S. Energy Systems, Inc.,

Respondents.

L.

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
~ and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act™) against Respondents Telos, Inc., MAS Acquisition XVII Corp.,
Tianrong Building Material Holdings, Ltd. (f’k/a MAS Acquisition XVIII Corp.), TSS
Ltd., Tuff Coat Manufacturing, Inc. (f’k/a Osage Acquisition Corp.), Tultex Corp., TVA,
Inc., Tyger Holding, Inc., and U.S. Energy Systems, Inc. '

1L

After an investigation, the Division of Enforcement alleges that:

. A.. RESPONDENTS | |
B




1. Telos, Inc. (CIK No. 1387000) is a void Delaware corporation located in Fort ,
Moyers, Florida with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Telos is delinquent-in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended June 30, 2007, which reported a net loss of over $33,000 for the prior six
months.

2. MAS Acquisition XVII Corp. (CIK No. 1093987) is a New Jersey corporation
located in New York, New York with a class of securities registered with the
~ Commission pursuant to Exchange Act Section 12(g). MAS Acquisition XVII Corp. is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10- QSB for the period ended December 31, 1999, W]’llCh
reported a net loss of $5 for the prior three months.

3. Tianrong Building Material Holdings, Ltd. (f/k/a MAS Acquisition XVII1
Corp.) (CIK No. 1093988) is an expired Utah corporation located in New York, New
York with a class of securities registered with the Commission pursuant to Exchange Act
Section 12(g). Tianrong Building Material Holdings is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-QSB
for the period ended December 31, 1999, which reported a net loss of §5 for the prior
three months. On November 25, 1996, a permanent injunction was entered against
Tianrong Building Material Holdings, enjoining the company from violations of the
Exchange Act, including Section 13(a). As of January 30, 2012, the company’s stock
(symbol “TNRG”) was traded on the over-the-counter markets.

4. TSS Ltd. (CIK No. 848013) is a Delaware corporation located in Westport,
Connecticut with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). TSS is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB/A for the
penod ended February 28 1994, which reported a net loss of over $4.6 million for the
prior nine months.

5. Tuff Coat Manufacturing, Inc. (f’k/a Osage Acquisition Corp.) (CIK No.
1119179) is a revoked Nevada corporation located in Willow Grove, Pennsylvania with a
class of securities registered with the Commission pursuant to Exchange Act Section
12(g). Tuff Coat Manufacturing is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended May 22, 2001.

6. Tultex Corp. (CIK No. 100166) is a purged Virginia corporation located in

. Martinsville, Virginia with a class of securities registered with the Commission pursuant
to Exchange Act Section 12(g). Tultex is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended October 2, 1999, which reported a net loss of over $35 million for the prior
three months.

7. TVA, Inc. (CIK No. 1198714) is a permanently revoked Nevada corporation
located in Great Neck, New York with a class of securities registered with the
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Commission pursuant to Exchange Act Section 12(g). TVA is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-SB registration statement on December 2, 2002, which reported a net loss of over
$7,000 for the period between the company’s June 18, 2002 inception and July 31, 2002.

‘8. Tyger Holding, Inc. (CIK No. 1374069) is a void Delaware corporation
located in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Tyger Holding is delinquent in its

periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-SB registration statement on September 28, 2006, which reported a net loss of
$421 for the period between its inception on March 28, 2006 and June 30, 2006.

, 9. U.S. Energy Systems, Inc. (CIK No. 351917) is a Delaware corporation
located in Avon, Connecticut with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). US Energy Systems is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-K for the period ended December 31, 2006, which reported a net loss of over $27.5
million for the prior twelve months. 'On January 9, 2008, US Energy Systems filed a
Chapter 11 petition in the U.S. Bankruptcy Court for the Southern District of New York,
and the case was still pending as of January 30, 2012.

B. DELINQUENT PERIODIC FILINGS

10. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

11. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

12. As aresult of the foregoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

1L

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public '
administrative proceedings be instituted to determine:

A Whether the allegations contained in Section II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and, :




B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each

class of securities registered pursuant to Section 12 of the Exchange Act of the

Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

Iv.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §

201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),

- 221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a},

201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial deciston no later than 120 days from the date of service of this Order, pursuant to’
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

Elizabeth M. Murphy "ﬂ%?(

Secretary

By the Commission.




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66947 / May 8, 2012

ADMINISTRATIVE PROCEE]jING
File No. 3-13532

In the Matter of

Prime Capital Services, Inc.,
Gilman Ciocia, Inc., ORDER APPROVING AND RATIFYING
Michael P. Ryan, PRIOR DISBURSEMENT -

Christie A. Andersen, '
Eric J. Brown,
Matthew J. Collins,
Kevin J. Walsh, and
Mark W. Wells,

Respondents.

On September 23, 2010, the United States Securitics and Exchange Commission

"(*Commission”) issued a Notice of Proposed Plan of Distribution and Opportunity for Comment

(Exchange Act Rel. No. 62979) pursuant to Rule 1103 of the Commission’s Rules on Fair Funds
and Disgorgemeént Plans, 17 C.F.R. § 201.1103. The Notice was modified on February 1, 2011
(Exchange Act Rel. No. 63813) (“Modified Notice™). The Modified Notice advised parties they

. could obtain a copy of the modified proposed Distribution Plan at www.sec.gov. The Modified

Notice also advised that all persons desiring to comment on the Modified Distribution Plan could .
submit their comments, in writing, no later than 30 days from the date of the Notice. No
comments were received by the Commission in response to the Modified Notice. On March 14,
2011, the Commission issued an Order Approving Distribution Plan of a Fair Fund and
Appointing a Fund Administrator (Exchange Act Rel. No. 64081).

The Modified Distribution Plan states that monies from the Fair Fund will be distributed
to Eligible Investors who were harmed by the Respondents’ conduct, as further described in the
Modified Distribution Plan. On December 12, 2011, a distribution of $390,054.77 was made

" from the Fair Fund.
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.' IT IS HEREBY ORDERED that the distribution described above is approved and ratified
as of the day of distribution, December 12, 2011.

By the Commission.

Elizabeth M. Murphy
Secretary

12444*
By: Lirnn M. Powalski
Deuaty Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66948 / May 9, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14872 :

In the Matter of :
. SECOND CORRECTED ORDER
Deloitte Touche Tohmatsu INSTITUTING ADMINISTRATIVE
Certified Public Accountants . PROCEEDINGS PURSUANT TO RULE
Litd., o 102(e)(1)(iii) OF THE COMMISSION’S
' | ' RULES OF PRACTICE AND NOTICE OF
Respondent. ' HEARING

The Secuities and Exchange Commission (“Commission”’) deems it appropriate that public-
administrative proceedings be, and hereby are, instituted pursuant to Rule 102(e)(1)(1ii) of the
Commission’s Rules of Practice against Deloitte Touche Tohmatsu Certified Public Accountants
Ltd. (“Respondent” or “D&T Shanghai”).

H.

‘The Division of Enforcement alleges that:

A. RESPONDENT

: 1. Deloitte Touche Tohmatsu Certified Public Accountants Ltd., is a public
accounting firm, registered with the Public Company Accounting Oversight Board, and located
in Shanghai, the People’s Republic of China (“PRC”). D&T Shanghai is a Chinese member firm

- of Deloitte Touche Tohmatsu Limited, a United Kingdom private company (“Global Firm”).
Within the PRC, D&T Shanghai is regulated by the Ministry of Finance and the Chinese
Securities Regulatory Commission.
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. B. - FACTS

Summa
2. This action stems from D&T Shanghai’ s wiliful failure, in response to a
Commission request, to provide audit work papers despite its legal obli gatlons as a registered

accounting firm, to do so.

- Commission Staff’s Efforts to Obtain Audit Work Papers

3. Beginning in April 2010, Commission staff has made extensive efforts to obtain .
D&T Shanghai’s audit work papers connected to the firm’s independent audit work for an issuer-
client (“Client A”) in relation to a Commission investigation into potential accounting fraud.

4. On April 9, 2010, staff served Deloitte LLP, the U.S. member firm of the Global .-
Firm with a subpoena requesting audit work papers relating to the Global Firm’s audit of Client -
A’s financial statements for the period January 1, 2008 through April 9, 2010.

5. Between April 13,2010 and May 18, 2010, staff had several communications with
U.S. based counsels for both Deloitte LLP and the Global Firm.

6. Counsel for Deloitte LLP initially informed the staff that Deloitte LLP did not
perform any audit work for Client A, that all audit work was conducted by Respondent, and that
Deloitte LLP did not have possession, custody, or control of the documents called for by the
subpoena. -

7. Counsel for Deloitte LLP subsequently informed the staff that Deloitte LLP
performed some review work of Client A’s periodic reports and produced certain documents
relating to this review to the staff. : '

8. Counsel for the Global Firm informed the staff that the request for audit work
papers, as contained in the staff’s April 9 subpoena, had been communicated to Respondent, but
that Respondent would not produce the relevant audit work papers because of Respondent’s
interpretation that it was prevented from doing so by PRC law.

9. Commencing in June 2010, Commission staff sought to obtain the relevant audit
work papers through international sharing mechanisms, however, these efforts have been

unsuccessiul.

Commission Stafi’s Sarbanes-Oxley Section 106 Request

10.  OnMarch 11, 2011, in conjunction with the staff’s efforts to obtain the relevant
audit work papers through D&T Shanghal s local regulator, pursuant to Section 106 of the
Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley”), as amended by Section 9297 of the Dodd-Frank
‘Wall Street Reform and Consumer Protection Act, the Commission staff served D&T Shanghai,




| through its designated U.S. agent, with a requééf for “All audit work papétS': and all other documents:: -
related to any audit work or interim reviews performed for [Client A] for the fiscal year ending
December 31, 2009.”

1. OnApni29, 2011, Respondent 1nformed the staff that it would not produce the
documents as requested in the Staff’s March 11, 2011 Sarbanes-Oxley Section 106 request, because
Respondent interpreted PRC law as preventing Respondent from doing so.

12.  As of the date of this filing, Commission staff does not have the audit work papers
and other relevant documents sought in the Sarbanes-Oxley Section 106 request. :

C. VIOLATIONS

13.  Section 106(b) of Sarbanes-Oxley directs a foreign public accounting firm that
“issues an audit report, performs audit work or interim review” to “produce the audit work papers
of the foreign public accounting firm and all other documents of the firm related to such audit
work” to the Commission upon request. :

14. A willful refusal to comply, in whole or in part, with a request by the Commission
under Section 106 is a violation of Sarbanes-Oxley. See Section 106(e).

15. A violation of Sarbanes—Oxley constitutes a violation of the Secuntles Exchange
‘Act of 1934 (“Exchange Act”). See Sarbanes-Oxley Section 3.

16. D&T Shanghai has willfully refused to provide the Commission with its audit work
" papers and all other documents relating to D&T Shanghai’s audit work for Client A.

s 17.  As such, D&T Shanghai has willfully violated Sarbanes-Oxley and the Exchange
Act. '

18.  Asaresult of the conduct described above, it is appropriate that this proceeding be
brought pursuant to Rule 102(e)(1)(iii} of the Commission’s Rules of Practice to determine
- whether D&T Shanghai should be censured or denied the privilege of appearance and practice
before the Commission for having willfully violated Section 106 of Sarbanes-Oxley.

I11.

In view of the allegations made by the Division of Enforcement, the Commission deems it
appropriate that public administrative proceedings be instituted to determine:.

A. ‘Whether the allegations set forth above are true and, in connection therewith, to
afford D&T Shanghai an opportumty to establish any defenses to such allegations;.
and




B:: . What, if any, remedial action is appropriate and in the public interest against D&T _ v
Shanghai pursuant to Rule 102(e)(1)(iii) of Commission’s Ruies of Practice.

IV.

IT IS ORDERED that a public hearing for the purpose of taking evidence on the questions
set forth in Section III hereof shall be convened at a time and place to be fixed, and before an
Administrative Law Judge to be designated by further order as provided by Rule 110 of the
Commission's Rules of Practice, 17 C.F.R. § 201.110. '

IT IS FURTHER ORDERED that D&T Shanghai shall file an Answer to the allegations
contained in this Order within twenty (20) days after service of this Order, as provided by Rule 220
of the Commission's Rules of Practice, 17 C.F.R. § 201.220.

If D&T Shanghai fails to file the directed answer, or fails to appear at a hearing after being
duly notified, D&T Shanghai may be deemed in default and the proceedings may be determined
against D&T Shanghai upon consideration of this Order, the allegations of which may be deemed to -
be true as provided by Rules 155(a), 220(f), 221(f) and 310 of the Commission's Rules of Practice,
17 CF.R. §§ 201.155(a), 201.220(f), 201.221(f) and 201.310. '

This Order shall be served forthwith upon D&T Shanghai through its designated ag-entﬁ
IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an imtial

decision no later than 300 days from the date of service of this Order pursuant to Rule 360(a)(2) of
the Commission’s Rules of Practice. )

By the Commission.
Elizabeth M. Murphy

Secretary

By: Jill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA

Before the -

SECURITIES AND EXCHANGE COMMISSION

INVESTMENT ADVISERS ACT OF 1940
Release No. 3404 / May 10, 2012

INVESTMENT COMPANY ACT OF 1940
Release No. 30062 / May 10, 2012 ‘

ADMINISTRATIVE PROCEEDING
File No. 3-14873

In the Matter of

Martin Cilrrie Ine. and

Respondents.

Martin Currie Investment Management Ltd.,

1L

ORDER INSTITUTING
ADMINISTRATIVE AND CEASE-
AND-DESIST PROCEEDINGS
PURSUANT TO SECTIONS 203(e)
AND 203(k) OF THE INVESTMENT
ADVISERS ACT OF 1940 AND
SECTIONS 9(b) AND 9(f) OF THE
INVESTMENT COMPANY ACT OF
1940, MAKING FINDINGS, AND
IMPOSING REMEDIAL
SANCTIONS AND CEASE-AND-
DESIST ORDERS

The Securities and Exchange Commission (“Commission™)-deems it appropriate and in the
public interest that public administrative and cease-and-desist proceedings be, and hereby are,
instituted pursuant to Sections 203(e) and 203(k) of the Investment Advisers Act of 1940
(“Advisers Act™) and Sections 9(b) and 9(f) of the Investment Company Act of 1940 (“Investment
Company Act”) against Martin Currie Inc. (“MCI””) and Martin Currie Investment Management
Ltd. (“MCIM”) (collectively, “Martin Currie” or “Respondents™).

II.

In anticipation of the institution of these proceedings, Respondents have submitted Offers
of Settlement (the “Offers™) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
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| herein, except as to the Commission’s jurisdiction over them and the subject matter of these

proceedings, which are admitted, Respondents consent to the entry of this Order Instituting
Administrative and Cease-and-Desist Proceedings Pursuant to Sections 203(e) and 203(k) of the
Investment Advisers Act of 1940 and Sections 9(b) and 9(f) of the Investment Company Act of
1940, Making Findings, and Imposing Remedial Sanctions and Cease-and-Desist Orders
(*Order™), as set forth below.

III.

On the basis of this Order and Respondents’ Offers, the Commission finds' that:

Summary

, This case involves improper preferential client treatment by the UK-based Martin Currie

group of institutional investment managers. In April 2009, in the midst of the financial crisis,
Martin Currie fraudulently used its U.S. registered investment company client, The China Fund
Inc. (the “China Fund”) to rescue another client, a hedge fund called the Martin Currie China
Hedge Fund L.P. (the “Hedge Fund”). The Hedge Fund had acquired significant — and largely -
illiquid — exposure to a single Chinese company and required liquidity to satisfy mounting
redemption requests from its investors. Martin Currie caused the China Fund to enter into a
transaction that alleviated the Hedge Fund’s liquidity concerns by redeeming a substantial portion
of this exposure. '

Through its registered subsidiaries MCI and MCIM, Martin Currie managed the China
Fund side by side with the Hedge Fund and other accounts. The China Fund, the Hedge Fund, and
other accounts made similar investments in public and private Chinese companies under the
direction of a single portfolio management team based in Shanghai, China.

During the 2000s, the Hedge Fund made significant debt and equity investments in a
Chinese printer cartridge recycling company called Jackin International Holdings (“Jackin™). By
November 2008, the Hedge Fund’s overall investment in Jackin totaled $17 million, which '
approached the fund’s limit on portfolio exposure to a single issuer. As the global financial crisis
deepened, the Hedge Fund also developed liquidity issues as asset values declined and investors
began making redéemption requests. At the same time, Jackin needed cash to fund operations and
make interest payments to its bondholders, including the Hedge Fund.

In response to these overlapping problems, MCI and MCIM caused the China Fund to
make a hasty, ill-advised $22.8 million convertible bond investment in a Jackin subsidiary, Ugent
Holdings Ltd. (“Ugent”). As part of the transaction, Jackin/Ugent used the China Fund’s proceeds
to redeem $10 million of the Hedge Fund’s bonds at face value, thereby relieving the Hedge
Fund’s crisis. The remaining $12.8 million in proceeds kept Jackin afloat and enabled it to make
debt service payments, further benefiting the Hedge Fund and another affiliated client that

! The findings herein are made pursuant to Respondents’ Offers and are not binding on any other

person or entity in this or any other proceeding.




remained Jackin investors. For the China Fund, however, the Ugent convertible bonds were a poor
investment. In April 2011, the China Fund sold the bonds for approximately 50% of their face
value.

MCI and MCIM acted deceptively in (i) structuring this improper unlisted bond transaction
by the China Fund to benefit the Hedge Fund and preserve Jackin, and (i} failing to make full and
fair disclosure of material facts to the China Fund’s board of directors. In addition, after the
investrnent was made, MCI deviated from the China Fund’s valuation procedures by failing to
provide the China Fund’s board with evidence of negative events relevant to the value of the
convertible bonds. As a result, the China Fund held the bonds at an inadequately supported cost
valuation for several months.

The problems began in June 2007, when MCIM caused the Hedge Fund to purchase a large
quantity of illiquid Jackin bonds that deviated from the fund’s normal equities-trading strategy. As
the deal was about to close, MCIM realized that the investment would cause the Hedge Fund to
breach its 5% limit on the portion of its portfolio that could be invested in unlisted securities. In
response, MCIM sought and obtained approval from the Hedge Fund’s board of directors to
modify the 5% limit. However, MCIM failed to present all material issues and risks for the
board’s consideration, and thus weakened the Hedge Fund’s main liquidity safeguard. Later, after

the deal closed, MCIM improperly classified the high-yield Jackin bonds as cash in the firm’s risk-

management system. Because of this misclassification, the liquidity and credit risks from the
Hedge Fund’s exposure to Jackin were not appreciated at Martin Currie headquarters until
November 2008, after the fund had purchased additional Jackin bonds. By that time, the Hedge
Fund’s portfolio was highly illiquid and exposed to Jackin —a crisis that ultimately led to the China
Fund’s unlawful involvement. MCIM’s misclassification of the bonds was also reflected in certain
inaccurate monthly reports to the Hedge Fund’s investors.

, By their actions, MCI and MCIM violated certain antifraud, affiliated transaction, and
reporting provisions of the Advisers Act and Investment Company Act. MCl also failed to adopt
and implement policies and procedures reasonably designed to prevent violations of the Advisers
Act and Investment Company Act, particularly in the identification and management of conflicts of
interest.

Respondents

Martin Currie Inc. (“MCI”) is a corporation organized under the laws of New York and
headquartered in Edinburgh, Scotland. MCI is an investment adviser registered with the
Commission, and serves as adviser to the China Fund. MCI is wholly owned by Martin Currie
Ltd. (“MCL”), which owns other advisory subsidiaries. During the relevant period, MCI managed
approximately $6.3 billion in assets. '

Martin Currie Investment Management Ltd. (“MCIM”) is a limited liability company
‘organized under the laws of Scotland and headquartered in Edinburgh, Scotland. MCIM is an
investment adviser registered with the Commission, and serves as adviser to the Hedge Fund and
other institutional clients. Along with MCI, MCIM is a wholly-owned subsidiary of MCL. MCIM




and MCI operate from the same offices and share common employees. During the relevant period,
MCIM managed approximately $11.4 billion in assets. : :

Other Relevant Entities

The China Fund, Inc. (“China Fund”) is a corporation organized under the laws of
Maryland and is a closed-end investment company registered with the Commission. The China
Fund’s shares are listed on the NYSE under the symbol CHN. MCI has been the investment
manager to the China Fund’s portfolio of listed securities since 2001 and its portfolio of unlisted
securities since 2007.

Martin Currie China Hedge Fund L.P. (“Hedge Fund”) is a limited partnership .
organized under the laws of Bermuda and is a private fund managed by MCIM. U.8. investors
invest in the Hedge Fund through, among other things, a U.S. private feeder fund known as MC
Absolute Return China Fund LLC, a Delaware limited liability company. '

Jackin International Holdings (“Jackin”) is a company organized under the laws of
Bermuda and located in Hong Kong, China. Jackin’s stock is listed on the Hong Kong Stock
Exchange (“HKSE”) under the code 630. J ackin changed its name to Guojin Resources Holdings
Ltd. in November 2010. .

Facts
A, Martin Currie’s China Operations

The China Fund, Hedge Fund, and other Martin Currie clients made similar investments in
China under the direction of two portfolio managers, PM-1 and PM-2. PM-1 and PM-2 headed the
firm’s China operations from Shanghai.

PM-1 was considered a star investment manager. In 2006, Martin Currie gave PM-1 a
lucrative profit-sharing arrangement to retain his services. Under this arrangement, PM-1 and PM-
2 formed their own company, which entered into a joint venture with MCI and MCIM. The joint
venture enabled PM-1 and PM-2 to receive a portion of the fee revenues on investments they
managed. Through an employee-sharing or “secondment” arrangement, PM-1 and PM-2 were
engaged by MCI and MCIM to serve as portfolio managers for the China Fund and Hedge Fund,
respectively, along with other accounts. At all relevant times, PM-1 and PM-2 were associated
persons of MCI and MCIM and were subject to MCI and MCIM policies and procedures.

Despite overseeing one third of the Martin Currie’s total assets under management, PM-1
operated with very little supervision. PM-1 reported directly to the firm’s chief executive officer in
Edinburgh, bypassing the normal chain of command that applied to other investment managers.

Compounding these structural flaws, MCI and MCIM had weak controls governing certain
aspects of their compliance with the Advisers Act and Investment Company Act. MCI and MCIM
were particularly deficient in their identification and management of client conflicts of interest.
For example, the investment mandates of the China Fund, the Hedge Fund, and other affiliated.




clients permltted them to make direct investments in the debt and equity of unlisted or microcap
companies in China. MCI and MCIM, through PM-1 and PM-2, had authonty to make such
investments on behalf of their managed funds and separate accounts.” As a result, multiple funds
and separate accounts had the ability to — and did in fact — invest in different parts of the capital
structure of the same company, presenting potential conflicts of interest. Nevertheless, MCI and
MCIM lacked sufficient policies and procedures to ensure that they were meeting their fiduciary
obligations to each of their clients in these types of situations. Moreover, MCI and MCIM did not
employ any compliance staff in Shanghai until mid-2011, in response to the discovery of the
improper conduct described below.

B. Summary of Relevant Investments in Jackin

~ This case arises from a series of investments by Martin Currie clients in Jackin, a Chinese
company engaged primarily in the printer cartridge recycling business. Jackin held this business
through a chain of wholly-owned subsidiaries including Ugent and Afex International (HK) Ltd
(“Afex”). Over many years, PM-1 had developed a close relationship with Jackin’s
management particularly its chairman/managing director.

During the 2000s, certain chent accounts managed by MCIM and PM-1 made
investments in various parts of Jackin’s capital structure, as follows

o The Hedge Fund purchased equity shares of Jackin in 2003 and remained a
shareholder until mid-2010.

e Another client account, which generally mirrored the Hedge Fund, also acquired an
equity stake in Jackin and remained a shareholder until mid-2009.

e In June 2007, MCIM and PM-1 caused the Hedge Fund to purchase bonds from
Jackin for a principal amount of HK$78 million ($10 million) that bore a coupon rate
of 10% and matured in 2010 (the “Jackin 10% Bond(s)”"). These bonds were secured
by equity shares of Afex, the operations subsidiary of Jackin, and also included
detachable warrants that were convertible into Jackin stock.

¢ In October.2008, MCIM and PM-1 caused the Hedge Fund to purchase additional
bonds from Jackin for a principal amount of HK$31.2 million ($4 million) that bore a
coupon rate of 15% and matured in 2010 (the “Jackin 15% Bond(s)”). These bonds
were secured by a personal guarantee from Jackin’s chairman/managing director, who
alsc held over 20% of Jackin’s equity.’

In April 2009, at MCI and PM-1’s direction, the China Fund purchased convertible bonds
from Jackin — through its Ugent subsidiary — for a principal amount of HK$177 million ($22.8
million) (the “Ugent Bond(s)”). The Ugent Bonds bore a coupon rate of 12%, matured in 2012,

2 Unless otherwise indicated, MCI and MCIM had full discretion and authority to make and manage
investments on behalf of their respective managed fiinds and separate accounts.

3 This additional Jackin bond acquisition put the Hedge Fund at significant risk and ultimately led MCI and

MCIM to involve the Chma Fund, as described in more detail later.




and were convertible into common shares representing approximately 30% of Ugent. As part of

| the transaction, as provided under the subscription agreement, Jackin/Ugent used the proceeds to
redeem, at face value, the Jackin 10% Bonds that were held by the Hedge Fund. In effect, this
was a structured crossing transaction in which the China Fund transferred $10 million in cash to
the Hedge Fund, an affiliated-client, through Jackin. The transaction is illustrated below,
beginning with Step 1 in the center.*

Ugent Bond Transaction, April 2009
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Jackin/Ugent’s financial condition deteriorated rapidly in 2009. In October 2010, at the
recommendation of MCI, the China Fund’s board determined to write down the value of the
Ugent Bonds by 50% of their face value. In November 2010, the China Fund’s board wrote
down the value of the Ugent Bonds to zero. Ultimately, in April 2011, the China Fund sold the
Ugent Bonds for approximately 50% of their face value. :

C. ~  The Ugent Bond Transaction — Preferential Client Treatment and
Deceptive Disclosures to the China Fund Board

The Ugent Bond transaction pictured above was the result of a deceptive breach of
fiduciary duty owed to the China Fund. At the height of the financial crisis, MCI and MCIM
caused the China Fund to make an investment that rescued the Hedge Fund from its significant

4 ~ In Step 1 of the diagram, the China Fund purchased the Ugent Bonds. In Step 2, as provided by the
subscription agreement, Ugent instantaneously transferred to Jackin, via an intra-company loan, $10 million of the
China Fund’s investment proceeds. As Step 3 illustrates, Jackin immediately used the $10 million to redeem the
Hedge Fund’s Jackin 10% Bonds. Jackin redeemed the 10% Jackin Bonds at par and more than a year before their
" maturity date. Step 4 shows the movement of collateral. The Hedge Fund’s bonds had been secured by equity
shares of Afex, Jackin’s operations subsidiary. Upon redemption of the Jackin 10% Bonds, the Afex collateral was
' transferred to serve as security for the Ugent Bonds held by the China Fund.
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(and mostly illiquid) exposure to a single issuer, and provided .the.Hedge Fund with much-needed
liquidity to pay investor redemptions.

The Hedge Fund in Crisis

The Hedge Fund’s offering materials prohibited the fund from investing more than 20%
of its net assets in the securities of any one issuer, including the issuer’s subsidiaries or affiliates
(the “20% Limit”). At the end of July 2008, the Hedge Fund’s net assets were approximately
$100 million. Accordingly, the 20% Limit precluded the fund from investing more than $20
million in the securities of a single issuer. '

As the global financial crisis deepened in 2008, the Hedge Fund faced a significant
increase in redemption requests by investors, including U.S. investors. To meet these requests,
MCIM and PM-1 began selling down the liquid portion of the fund’s portfolio. These sales
impacted the Hedge Fund’s relative exposure to the illiquid securities that remained in its
portfolio. At the end of August 2008, the fund’s exposure to Jackin stood at about 14% of its net
assets. . ,

In October 2008, MCIM and PM-1 caused the Hedge Fund to purchase the Jackin 15%
Bonds. This increased the fund’s total investment in Jackin to $17 million. At the same time,
the Hedge Fund’s net assets had fallen to about $92 million. As a result, the fund’s exposure to
Jackin reached about 18.5% of its portfolio, as the table below shows.

Hedge Fund Investments in Jackin, Oct. 2008

Jackin 15% Bonds (Oct. 2008) $4 million

Jackin 10% Bonds (June 2007) $10 million

Jackin equity (May 2003) 53 million
$17 million

Fund Net Assets $92 million
Jackin % of Net Assets 18.5%

By causing the Hedge Fund to purchase the Jackin 15% Bonds, MCIM came close to breaching
the fund’s 20% Limit.

The Hedge Fund also faced severe liquidity issues in October 2008. The financial
markets were in turmoil and MCIM continued to receive investor redemption requests. Although
the fund’s redemption policy provided 90 days in which to make redemption payments, MCIM
was forced to continue selling the fund’s other holdings, such as exchange-traded securities, to
generate liquidity. This left the Hedge Fund with an increasingly illiquid portfolio that was even.
further weighted toward Jackin. Had the fund sold down its remaining liquid securities, its
exposure to Jackin would have stood at nearly 30% of net assets. At the same time, Jackin’s
financial condition had significantly weakened by the latter half of 2008, and it desperately
needed cash to fund operations and make debt service payments to its various lenders and -
bondholders, including the Hedge Fund.




»

In November 2008, MCIM employees in Edinburgh became alarmed about the Hedge
Fund’s situation. Several senior-level officials began to openly question the wisdom of the
second Jackin bond transaction, the fund’s exposure and liquidity problems, Jackin’s poor
financial condition, and potential impairment to the value of bonds — all against the backdrop of
global market turmoil. One senior MCIM official, in a November 2008 email to other senior
colleagues, described MCIM’s actions with regard to Jackin as “reckless in the extreme.” Martin
Currie’s head of risk escalated those concerns to the firm’s chief executive officer. -

In late Novémbe‘r 2008, MCIM informed the Hedge Fund’s board of directors about the

 fund’s exposure to Jackin. The board gave an urgent direction to MCIM to reduce the Hedge
~ Fund’s exposure to Jackin by mid-February 2009. : :

The China Fund Becomes a Rescue Option

By early December 2008, an internal working group (the “Working Group”) was formed
in Edinburgh to explore options for reducing the Hedge Fund’s exposure to Jackin. The
Working Group included several senior MCIM and MCI officials who oversaw the firm’s China
operations and its risk, legal, and compliance functions. PM-1 was not a part of the group.
Rather, the director of China operations in Edinburgh was responsible for laising with PM-1 and
the Shanghai office. '

On a separate track, PM-1 was already negotiating a transaction in which an independent
private equity fund would lead a group of investors in purchasing 100% of the equity of J ackin’s
subsidiary, Ugent. As contemplated, the China Fund would be a minority participant in the

~ buyout group. This proposed transaction, named “Project Ink,” called for the repayment of the

Jackin 10% Bonds held by the Hedge Fund. Because the Project Ink transaction would have
used the China Fund to benefit the Hedge Fund by reducing its exposure to Jackin, the deal
posed a direct conflict of interest between those two clients. The deal also would have been a
prohibited joint arrangement absent an exemptive order from the Commission.

While PM-1 continued negotiating Project Ink in Shanghai, the Working Group in
Edinburgh discussed options for selling off the largest slice of the Hedge Fund’s Jackin
exposure, the Jackin 10% Bonds. The group initially focused on whether the bonds could be
traded to another client, including the China Fund. There was no outside market for the Jackin
10% Bonds in December 2008, nor did the Working Group consider soliciting external bids for
these assets.’ ' '

The Working Group then turned its attention to Project Ink, which involved the China
Fund and other investment partners acquiring Ugent. Project Ink initially was attractive to the

- group because, under its terms, the proceeds would be used to redeem the Jackin 10% Bonds

held by the Hedge Fund. However, on December 2, 2008, the Working Group concluded that
Project Ink was likely prohibited by the Investment Company Act, and was otherwise improper
because of the conflict of interest between the two funds. In that same meeting, two officials of

s * The group also considered creating a “side pocket” for the illiquid securities and/or gating the fund to limit

redemptions, but rejected those options. :



the Working Group remarked that the China Fund’s involvement would not “pass the smell test”
because of that conflict. Other members openly agreed that the China Fund should be excluded
from the transaction and no one disagreed. The Working Group then decided to focus on another
client as a more suitable purchaser, but only if the investment’s rationale and valuation were

sound.

After conferring with PM-1, however, the Working Group reversed course and decided to
press forward with Project Ink and the China Fund, having concluded that the China Fund could
participate as long as its board of directors gave approval through a conflict waiver. By

" coincidence, on December 4, 2008, the China Fund’s board was holding a routine meeting in

North Carolina. MCI and MCIM decided to brief the board on Project Ink as part-of that
meeting. ' :

An Improper Con_ﬂict Waiver

The China Fund board briefing on December 4, 2008, was flawed in design and
execution. Despite the importance of the conflict waiver and MCI’s fiduciary obligation to make
full disclosure, MCI and MCIM failed to send any employees with adequate knowledge of the
facts and circumstances. The only Martin Currie employees at the meeting were PM-2 and a
client service director, neither of whom had a full grasp of the Hedge Fund’s problems, Jackin’s
problems, and the conflicts presented by the Project Ink transaction. Neither PM-1 nor any
members of the Working Group participated in the board briefing, even by telephone.

Prior to the board meeting, PM-1.emailed instructions to PM-2 concerning which faéts to
disclose to the board about Project Ink. PM-1 directed PM-2 to disclose that two MCIM clients

"held equity stakes in Jackin, omitting the most important fact: that proceeds of China Fund’s
- investment would be redeeming the Hedge Fund’s Jackin 10% Bonds. '

At the December 4 meeting, PM-2 and the client service director presented the
transaction to the board as PM-1 had instructed. PM-2 never mentioned the Hedge Fund’s
redemption through the proposed transaction — the real reason MCI and MCIM were purportedly
seeking a conflict waiver. The board also reviewed a short memorandum describing Project Ink
and other proposed deals. This report, drafted by PM-1, stated that Jackin would be using the
investment proceeds for “working capital for business expansion,” but again failed to disclose
the redemption of bonds held by the Hedge Fund. Based on these incomplete and misleading
representations, the board approved Project Ink — contingent on the approval of the China Fund’s

~ outside lawyer (“Lawyer A”). Lawyer A was present at the board meeting but wanted to

evaluate the issue further and review the relevant deal documents.

The next day, December 5, MCI and MCIM employees omitted material facts in
obtaining Lawyer A’s approval for the transaction. Once again, PM-1 guided the disclosure

- remotely by email, instructing PM-2 and MCIM’s director of China operations to provide

Lawyer A with selective and incomplete information. Lawyer A received and reviewed certain
documents for Project Ink, but none of them mentioned the Hedge Fund’s bond redemption.
PM-2 had breakfast with Lawyer A the next mormning, but did not raise the core conflict at issue.




A few days later, Lawyer A wrote an email explaining his understanding of the proposed
Project Ink transaction and concluding that the proposed transaction was acceptable.” The email
was sent to PM-1, PM-2, and two other senior MCI/MCIM employees, including a key member
of the Working Group who knew about the conflict of interest. Lawyer A’s recitation of the
facts clearly reflected his lack of awareness of the Hedge Fund’s involvement, much less that the
Hedge Fund was a chief beneficiary. Erring on the side of caution, however, Lawyer A closed
with the following condition: -

This conclusion is based on my understanding of the transaction. . . . Please let me know
if I have misunderstood any of the facts or mischaracterized any of the factors. '

No one corrected Lawyer A’s misunderstanding or forwarded his email to others in the Working
Group. As a result, many senior Martin Currie officials incorrectly assumed that a valid conflict
waiver was obtained, but took no affirmative steps to ascertain whether this was true.

In fact, MCI and MCIM never made a bona fide effort to seek a conflict waiver from the
China Fund’s board. From that point forward, even afler Project Ink transformed into the Ugent
Bond transaction (in which the China Fund invested alone), MCI and MCIM continued to rely on
the improperly-obtained approval of Project Ink from December 2008. .

Project Ink Transforms into the Ugent Bond Transacﬁbn

In January 2009, the Project Ink transaction collapsed because the lead private equity
investor decided to withdraw. At this point, PM-1 negotiated a new transaction. Rather than a
group of buyers purchasing 100% of Ugent’s equity, the China Fund would invest alone and
purchase $22.8 million in Ugent bonds that were convertible to common shares representing
approximately 30% of Ugent. This was the form of the Ugent Bond transaction that ultimately
closed in April 2009.

As with Project Ink, the proposed Ugent Bond transaction promised to solve numerous
problems at once for MCIM and PM-1. The Hedge Fund’s Jackin 10% Bonds would be redeemed

~in full, instantly relieving the Hedge Fund’s exposure and liquidity crisis. By redeeming the bonds

at face value, the Hedge Fund would realize no loss on the otherwise illiquid Jackin 10% Bonds.
As a continued bond and equity holder, the Hedge Fund would also benefit from Jackin’s ability to
use the remaining $12.8 million in China Fund proceeds for debt service payments and working

- capital.

The Working Group in Edinburgh examined the new transaction and again raised issues
about client conflicts. The group understood that the conflict was even more pronounced now that
the China Fund was investing alone in a transaction to redeem the Hedge Fund’s bonds.
Nevertheless, in the weeks that followed, PM-1 and other MCI and MCIM employees knowingly
or recklessly avoided addressing the conflict issue while hurriedly moving forward with the Ugent
Bond transaction. - '
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Dubious Investment Rationale and Pricing

Prior to the Ugent Bond transaction closing, PM-1 and others at MCI failed to give
sufficient consideration to whether the Ugent Bond investment was in the China Fund’s best
interests. During the period prior to the Apnl 2009. closing, PM-1 did not conduct any new
financial due diligence or credit risk analysis.® Instead, he relied solely on verbal assurances from
Jackin’s management team. In pricing the bonds and the equity conversion feature, PM-1 decided
to rely on the Ugent valuation that had been conducted for Project Ink in July 2008, eight months
earlier. Others at MCI deferred to PM-1’s approach.

PM-1 and others at MCI also disregarded several factors that should have raised doubts
about the investment’s rationale and pricing. By late March 2009, the global financial crisis had
reached a nadir, and Chinese securities markets were not immune.” Jackin/Ugent’s financial

‘condition had worsened significantly, especially in contrast to the forecasts used for Project Ink. In
_ March 2009, PM-1 and others learned that Ugent’s year-end earnings for 2008 were 25% lower

than the earnings estimates used for Project Ink. Moreover, in January 2009, Jackin failed to make
its semi-annual coupon payment owed to the Hedge Fund for the Jackin 10% Bonds. PM-1
responded by placing Jackin on a payment plan in order to avoid seizure of its operations. Jackin

- eventually paid the coupon, but told PM-1 that its ability to survive depended on the Ugent Bond

transaction closing. PM-1 and others were also fully aware that there was no market for the Jackin
bonds that were held by the Hedge Fund; those bonds were illiquid. Despite such troubling
information, PM-1 and other MCI employees pushed forward without adequately considering
whether the Ugent Bonds were suitable for the China Fund.

Final Misleading Disclosures to the China Fund Board

MCI ahd MCIM did not seek a new conflict waiver from the China Fund’s board, even
though the transaction had changed fundamentally from Project Ink. Nor did any MCI/MCIM
employees ask Lawyer A for an opinion on the new transaction. Rather, PM-1 and others

. continued their pattern of disclosing selected information to facilitate the closing of the transaction

without raising questions.

On March 26, 2009, the China Fund’s board held another regularly-scheduled meeting. At
the meeting, among other routine items, PM-1 planned to brief the China Fund’s board about the -
status of the Ugent Bond transaction and seek approval to escrow approximately $22.8 million in
funds required to complete the investment. The Ugent Bond transaction was scheduled to close the
following week. This was a final opportunity to ensure that the board and Lawyer A, who was in
attendance, fully understood that the transaction would redeem bonds held by the Hedge Fund.
PM-1 and an MCI client service director attended the meeting. PM-1, in particular, knew or was

¢ PM-1 supervised the negotiations with Jackin and the preparation of the Ugent Bond transaction

documentation by the funds’ outside law firm in China.

? The Hang Seng Index, which tracks the top companies listed on the HKSE, had fallen by over 40%
between July 2008 and March 2009.
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extremely reckless in not knowing that the board and Lawyer A were unaware of the Hedge Fund’s
interest in the deal. But instead of correcting their misunderstanding, PM-1 continued to deceive
them.

PM-1 provided the board and Lawyer A with another misleading memorandum, which
PM-1 drafted, describing the proposed investment. The report stated that the China Fund “will buy
a convertible bond {from Ugent], to provide working capital for business expansion,” but omitted
the fact that almost half of the proceeds would be used to redeem the Jackin 10% Bonds held by
the Hedge Fund. The document also gave a false reason for the collapse of Project Ink: that
Jackin/Ugent’s largest customer had also wished to acquire the business and thus opposed Project
Ink. This was untrue. In fact, Project Ink had collapsed solely because the lead investor backed
out. By its language and tone, the report downplayed Project Ink’s failure while creating the
misimpression that Jackin’s largest customer was a willing investor in Ugent and a potential exit
strategy for the China Fund’s proposed investment. PM-1’s memorandum was the only
substantlve communication with the board concermng the deal.

. Based on the false and misleading information provided by PM-1 at the March 26 meeting,
the China Fund board agreed to escrow the funds and authorized MCI to proceed with the Ugent
Bond transaction.® As a final step, MCIM arranged for the Hedge Fund to release the collateral
securing the Jackin 10% Bonds so that it could be used as security for the new Ugent Bond
transaction.’

The Ugent Bond transaction closed on April 6, 2009. The China Fund purchased the
Ugent Bonds for $22.8 million. Pursuant to the subscription agreement, Ugent loaned $10 million
to its parent, Jackin, which then redeemed at par the Jackin 10% Bonds held by the Hedge Fund.
The Hedge Fund’s exposure and liquidity crisis was resolved. Moreover, the remaining $12.8
million in China Fund proceeds enabled Jackin to remain in business and make debt service
payments, to the benefit of the Hedge Fund and the other MCIM-managed account that continued
to hold Jackin bonds and stock. The China Fund, however, now owned $22.8 million in illiquid
~ convertible bonds of questionable value.

D. The Ugent Bond Transaction — Failure to Follow Valuation Procedures

After the Ugent Bond investment closed, MCI and PM-1 failed to follow the China Fund’s
procedures for valuing the convertible bonds. Between April 2009 and October 2010, MCI

8 The only genuine disclosure of the Hedge Fund’s role in the Ugent Bond transaction came from Jackin in

the form of two routine announcements that it was required to make to the HKSE. In January 2009, Jackin
announced the China Fund’s execution of a memorandum of understanding to purchase the Ugent Bonds, and in
March 2009, Jackin announced the execution of the subscription agreement. Both of Jackin’s HKSE
announcements attached legal documents that, upon a close reading, revealed the use of proceeds to redeem bonds
held by the Hedge Fund: An MCI client service director emailed Jackin’s HKSE announcements to the China
Fund’s chairman merely as a courtesy — because the China Fund was mentioned — and in an offhand way that failed
to draw the chairman’s attention. In the second instance, the chairman was asked merely to approve the description
of the China Fund on a specific page of a lengthy document.

. ? The collateral was equity shares of Afex, Jackin’s operations subsidiary.
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advised the China Fund to value the Ugent Bonds at cost ($22.8 million) while fallmg to disclose
to the board certain evidence relevant to the fair valuation of the bonds.

The China Fund’s valuation policies tracked Section 2(a)(41)(B) of Investment Company
Act and Rule 2a-4 thereunder, " and were provided in the fund’s annual, semi-annual, and quarterly
reports filed with the Commission on Forms N-CSR and N-Q. The fund’s direct investments that
were not traded on an exchange (“Direct Investments”), such as the Ugent Bonds, were to be
priced at “fair value” as determined in good faith by the board based on financial and other
information supplied by MCI. “Fair value” was defined as the price that the fund would
reasonably expect to receive in a current sale to an independent buyer. This policy was in accord
with FAS 157, which the China Fund implemented in November 2008."

 The China Fund also maintained internal written procedures with additional guidance for
valuing Direct Investments. The fund’s procedures provided that “any fair valuation of a direct
investment held by the Fund will be based primarily on the recommendation of [MCI], which will
consider such factors as it believes appropriate in making its recommendation.” MCI formed a

-valuation committee in early 2008 to conduct fair valuation of all securities for which market

quotations were not readily available.

Prior to October 2009, Direct Investments were to be valued at cost unless the board, based
on MCP’s advice, concluded that there was a material change in value. In October 2009, the fund
amended its procedures to require Direct Investments to be valued at fair value at all times, rather
than presumptively at cost in the absence of a material change. 12 In either case, the board relied on
MCTI’s expertise, judgment, and obligation to disclose all factors, events, and other circumstances
that were material to the fair valuation of Direct Investments such as the Ugent convertible bonds

MCI and PM-1 improperly withheld certain information from the board that was material
to its fair valuation of the Ugent Bonds. PM-1 and others already knew about serious financial
problems at Jackin/Ugent and the overall market decline in the weeks and months before the
investment closed in April 2009. However, PM-1 and others disregarded these red flags in causing
the China Fund to invest without any new financial due diligence, credit analysis, or independent

‘valuation to substantiate the transaction.

10 The China Fund, a closed-end fund, tracked the language of Section 2{a){(41)(B) and Rule 2a-4, but Rule
2a-4 pertains only to registered open-end funds.

n Statement of Financial Accounting Standards No. 157, Fair Value Measurements (Sept. 2006) (“FAS 157,”
now known as Accounting Standards Codification (“ASC”) Topic 820. See also Accounting Series Release No.
118, Investment Company Act Release No. 6295 (Dec. 23, 1970) (“ASR 118”) (providing guidance for registered
investment company valuation of securities for which market quotations are not readily available).

12 The China Fund, prompted by its independent auditor, amended its valuation procedures for Direct
Investments to conform to Commission interpretive guidance on the valuation of restricted sccurities. See
Accounting Series Release No. 113, Investment Company Act Release No. 5487 (Oct. 21, 1969) (“ASR 113”)
(questioning valuation at cost when changes in issuer’s operations or general market condmons suggest that cost no
longer represents fair value).
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This pattern of incomplete disclosure continued after the transaction closed, despite
mounting evidence of further deterioration in Jackin/Ugent’s business and creditworthiness. For
example, in May 2009, PM-1 and others at MCI learned that Ugent’s independent auditor, a Big
Four accounting firm, issued a going concern warning in connection with its audit of the
company’s 2008 annual financial statements. In its qualified opinion letter, the auditor raised
concerns about the possible overstatement of Ugent’s sales and inventory, among other issues.
Shortly thereafter, the auditor resigned and was replaced by a small local accounting firm.
Although these events were material to the fair valuation of the Ugent Bonds, PM-1 and others
failed to bring them to the attention of the China Fund’s board at subsequent valuation meetings.
Based on MCI’s recommendation, the China Fund continued to value the Ugent Bonds at cost
$22.8 million. L

In June 2009, PM-1 and other MCI employees became aware that Jackin wanted to recast
jtself as a gold mining venture and that Ugent, whose printer cartridge business was failing because
of competition and lack of working capital, faced an uncertain future. PM-1 and others failed to
bring these changing circumstances to MCI’s valuation committee until October 2009. As a result,
there was no disclosure to the China Fund board until that time. :

In September 2009, PM-1 caused two other clients — the Hedge Fund and a separately-
managed account that mirrored the Hedge Fund ~ to sell all of their existing Jackin stock holdings.
PM-1 also caused the Hedge Fund to begin exercising certain Jackin warrants that the fund had
acquired in 2007 as part of its Jackin 10% Bond investment. This hastened the Hedge Fund’s exit
from Jackin, and Jackin was able to use the proceeds of the warrant exercise to make its first semi-
annual coupon payment to the China Fund on the Ugent Bonds. The Hedge Fund sold the equity
shares from its warrant exercise between late-2009 and mid-2010. PM-1 did not inform the China -
Fund board that his other clients were selling all of their Jackin stock holdings, and the China Fund
continued to value the Ugent Bonds at cost.

In October 2010, 19 months after the investment closed, MCI recommended that the China
Fund board mark down the value of the Ugent Bonds by 50% due to Ugent’s deteriorating
financial condition. The China Fund accepted that recommendation. The following month on
MCI’s recommendation, the board wrote down the 1nvestment to $0.

By its actions, MCI deviated from the China Fund’s valuation procedures and misled the
board, which had valuation responsibilities. Asa consequence, the China Fund held the Ugent
bonds for many months at an msufficiently supported cost valuation of $22.8 million, which,
between April 2009 and October 2010, comprised about 25% of the fund’s direct investment
portfolio net asset value (“NAV™) and approx1mately 5% of the fund’s total NAV. MCI’s actions
also resulted in material misstatements in the China Fund’s annual, semi-annual, and quarterly
reports filed with the Commission on Forms N-CSR and N-Q. Those reports, which were prepared
by MCI, described valuation policies for direct investments that MCI was not following and
contained Ugent Bond valuations that were not fully substantiated.

i On April 18, 2011, the China Fund sold the Ugent Bonds for $11.5 million, Wthh was about 50% of their
face value. .
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E. The Original Jackin 10% Bond Investment — Deceptive Disclosures to the
Hedge Fund and Its Investors

The Hedge Fund’s crisis in November 2008, which culminated in its improper rescue by

the China Fund through the Ugent Bond transaction, was directly traceable to MCIM’s actions in
causing the Hedge Fund to purchase Jackin 10% Bonds in the first place. :

Modification of the 5% Limit on Unhsted Holdings

Among other investment restrictions in the Hedge Fund’s offering materials, the Hedge

‘Fund was precluded from investing more than 5% of its net assets in “unlisted” securities, or

securities not traded on an exchange (the “5% Unlisted Limit”). By capping exposure to such
securities, this 5% Unlisted Limit helped ensure that the Hedge Fund had sufficient liquid assets
to satisfy investor redemptions. '

On June 14, 2007, at PM-1’s direction, MCIM caused the Hedge Fund to enter into a
binding subscription agreement to purchase the Jackin 10% Bonds, which included detachable
warrants that were convertible into Jackin stock, for $10 million. Although Jackin’s common
stock was listed on the HKSE, the bonds and warrants in question were privately-negotiated,
unlisted securities. As a result, the proposed $10 million investment breached the Hedge Fund’s
5% Unlisted Limit, and would have constituted 9.4% of the fund’s net assets.

Although PM-1 and other MCIM officials had been working on the bond investment for
several months, no one identified the problem until the firm’s order-management system flagged
the breach on June 25, 2007, just a few days before settlement was to occur. Jackin had already

" announced the investment publicly, and the Hedge Fund Iacked cause to terminate the subscnptlon

agreement without penalty.

With a fast-approachmg deadline, MCIM sought approval from the Hedge Fund’s board to

- modify the 5% Unlisted Limit. In presenting the matter to the board, however, MCIM officials

were focused on the short-term objective of permitting PM-1 to complete the J ackin bond
investment. These MCIM officials portrayed the restriction as ambiguous and unclear, and
asserted that the 5% Unlisted Limit should not apply to.all “unlisted securities” but only to
“securities issued by unlisted companies” (i.e., companies whose stock was not publicly traded).
Under this reasoning, because Jackin’s stock was listed on the HKSE, the Jackin 10% Bonds
should not breach the restriction. In addition, the MCIM officials who briefed the board avoided
raising the most important issues, including: (i) the risks of illiquid investments in general and

Jackin in particular; (ii) the purpose of the original restriction; (iit) whether allowing greater

exposure to illiquid investments was in the fund’s best interests; and (iv) whether the proposed
modification was appropriate for the fund and legally permissible.

Although several Hedge Fund board members raised concerns and complained about
havmg to make this decision in a rushed way, the board approved the transaction and agreed to
revise the 5% Unlisted Limit. The investment closed on June 28, 2007. As of that date, the Jackin
10% Bonds represented 8.8% of the Hedge Fund’s net assets. Because Jackin’s stock was listed,
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" the investment no longer counted against the Hedge Fund’s new 5% Unlisted Limit. The same |
was true for the fund’s second Jackin bond investment in October 2008.

The modification of the 5% Unlisted Limit had serious consequences, as the revised
restriction was no longer as effective as a liquidity safeguard. The Hedge Fund was established as
an equities-trading vehicle whose interests were easily redeemable because its portfolio was mostly
liquid. Instead, over a 15-month period that coincided with the onset of the global financial crisis,
MCIM caused the fund to make two Jackin bond investments comprising nearly 15% of the fund’s
net assets. These investments were highly illiquid, even though Jackin’s common stock was listed.
As a result, the Hedge Fund was unable to sell these securities in the fall of 2008 when it needed to
make redemption payments.

Improper Classification and Reporting of Bonds

After the Jackin 10% Bond investment closed in June 2007, PM-1 and MCIM improperly
classified the bonds as cash in MCIM’s risk management system and reported themn inaccurately to
the fund’s investors in certain reports.

PM-1 executed the Hedge Fund’s subscription agreement for the Jackin 10% Bonds on -
June 14. On June 16, PM-1 suggested to MCIM back office and legal officials that the investment
should be recorded as cash in the fund’s risk management system. PM-1’s reasoning was that
MCIM’s systems offered limited classifications, and he believed that cash best matched his
investment rationale. MCIM’s back office accepted PM-1’s view without significant discussion.
The bonds were booked as-cash in the firm’s risk management system, even though they were
high-yield fixed income securities (with detachable warrants) that did not remotely qualify as cash
or cash-equivalent for risk and reporting purposes. :

As aresult of the bonds’ misclassification, the liquidity and credit risks caused by Hedge
Fund’s exposure to Jackin did not surface until November 2008, after the Hedge Fund made the
second Jackin bond investment. By that time, the Hedge Fund was in a full-fledged crisis that was
caused in large part by MCIM’s effort to modify the 5% Unlisted Limit and its faiture to classify
the bonds property from the start. '

In addition, the improper classification of the Jackin bonds was reflected in inaccurate
monthly portfolio reports that MCIM sent to the Hedge Fund’s investors, including U.S. investors.
The July 2007 monthly report provided an accurate summary of the Jackin 10% Bond transaction,

. and from July through September 2007, the bonds were properly included in the monthly reports as
part of the “Top 10 long holdings” and “net market exposure” for the fund. But in October 2007,
PM-1 again expressed the view that the bonds should be reported to investors as cash, in order to

“be consistent with cash classification in the firm’s risk management systems. Once more, MCIM’s
back office deferred to PM-1 and changed the monthly reports.

In the new reporté because the Jackin 10% Bonds were deemed cash and not securities, |

MCIM excluded them from the fund’s “Top 10 long holdings™ and calculation of “net market
exposure.” This was mlsIeadmg to the fund’s investors. The bonds represented over 8% of the
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fund’s portfolio, easily satisfying the criteria for these reported categories, and bad been reported
that way before. Nevertheless, MCIM did not sufficiently disclose its rationale for altering the
monthly portfolio reports, or why it was reporting high-yield corporate bonds as cash in the first
place. MCIM’s misreporting of the bonds to investors lasted from November 2007 through
December 2008."

Violations
A, Advisers Act Antifraud Provisions — Sections 206(1) and 206(2)

Section 206(1) of the Advisers Act makes it unlawful for an investment adviser to employ
any device, scheme or artifice to defraud any client or prospective client. Section 206(2) makes it
unlawful for an investment adviser to engage in any transaction, practice or course of business that
operates as a fraud or deceit upon any client or prospective client. Pursuant to Section 206,
investment advisers have a fiduciary duty that requires them to act in each client’s best interests,
and to make full and fair disclosure of all material facts.

MCI willfully violated Sections 206(1) and 206(2) of the Advisers Act by knowingly or
recklessly advising the China Fund to make, and advising the China Fund’s board of directors to
approve, the Ugent Bond investment on the basis of material misrepresentations and omissions
concerning, among other things, the Hedge Fund’s involvement, the investment rationale, and the
initial pricing of the convertible bonds. '

_ MCI also willfully violated Sections 206(1) and 206(2) of the Advisers Act by knowingly
or recklessly deviating from the China Fund’s fair valuation policies and procedures in
recommending that the China Fund directors value the Ugent Bonds at cost while failing to
disclose certain information that was material to the fair valuation of those bonds.

B. Investment Company Act Affiliated Transaction Provision —
Section 17(d) and Rule 17d-1 '

Section 17(d) of the Investment Company Act prohibits any affiliated person of a
registered investment company or any affiliated person of such affiliated person (or each, an
“affiliate™), acting as principal, from effecting any transaction in which such registered
investment company is a joint or a joint and several participant with such affiliate in
contravention of such rules and regulations as the Commission may prescribe. Section 17(d) is
intended to limit or prevent participation by such registered company on a basis different from or
less advantageous than that of another participant. Rule 17d-1 under the Investment Company
Act prohibits any such affiliate from participating in any joint enterprise, other joint
arrangement, or profit-sharing plan (a “joint arrangement”) unless it obtains an order from the
Commission regarding the joint arrangement. ' '

" During this time period, MCIM did prepare one annual and two semi-annual reports for the Hedge Fund

that categorized the Jackin 10% bonds as non-cash financial holdings.
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MCI and MCIM willfully aided, abetted, and caused violations of Section 17(d) of the
Investment Company Act and Rule 17d-1 by causing the Hedge Fund, an affiliate of the China
Fund, to participate in a joint arrangement with the China Fund without a Commission order.

C. Investment Company Act Reporting Provision — Section 34(b)

Section 34(b) of the Investment Company Act prohibits untrue statements or omissions of
material fact by any person in, among other things, reports filed with the Commission pursuant to
the Investment Company Act or the keeping of which is required pursuant to Section 31(a) of the
Investment Company Act.

MCI willfully violated Section 34(b) of the Investment Company Act by preparing the
China Fund’s annual, semi-annual, and quarterly reports filed with the Commission on Forms N-
CSR and N-Q that described valuation policies for direct investments, such as the Ugent Bonds,
that MCI was not following and that reported valuations for the Ugent Bonds that were not fully
substantiated.

D. Advisers Act Antifraud Provision — Section 206(4) and Rule 206(4)-8 |

~ Section 206(4) of the Advisers Act and Rule 206(4)-8 thereunder prohibit investment -
advisers from making materially false or misleading statements to investors or prospective
investors in a pooled investment vehicle.

MCIM willfully violated Section 206(4) of the Advisers Act and Rule 206(4)-8 by
misrepresenting the Jackin 10% Bonds in monthly portfolio reports provided to the Hedge Fund’s
investors.

E. Advisers Act Compliance Provision — Section 206(4) and Rule 206(4)-7

Section 206(4) of the Advisers Act and Rule 206(4)-7 thereunder require registered
investment advisers to adopt and implement written procedures reasonably designed to prevent
violations of the Advisers Act. .

MCI willfully violated Section 206(4) of the Advisers Act and Rule 206(4)-7 by failing to
adopt and implement policies and procedures reasonably designed to address: (i) the proper
-identification and full and fair disclosure of advisory and client conflicts of interest; (ii) the
timeliness, accuracy, and completeness of its disclosures to the China Fund’s boards of dlrectors
and (iii) accurate disclosure and valuation of portfolio securities.

COoperation and Remedial Efforts

~ In determining to accept the Offer, the Commission considered the cooperation afforded
the Commission staff and certain remedial measures undertaken by Martin Currie. MCI and
MCIM: (i) compensated the China Fund for net losses arising from the Ugent Bond transaction,
plus associated legal, accounting and other expenses; (ii) refunded management fees incurred as a
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result of the Ugent Bond transaction; (iii) severed relations with PM-1; (iv) terminated, replaced, or
disciplined certain other senior employees; (v) ceased new unlisted bond and private equity
investments; (vi) undertook an investigation of the facts; and (vii) made enhancements to their
policies, procedures, and controls governing compliance with the Advisers Act and Investment
Company Act. | ' :

Undertakings ‘

Respondents shall cooperate fully with the Commission in any and all investigations,
litigations or other proceedings relating to or arising from the matters described in the Order. In
connection with such cooperation, Respondents shall: (i) produce, without service of a notice or
subpoena, any and all non-privileged documents and other information requested by the
Commission staff subject to any restrictions under the law of any foreign jurisdiction; (ii) use their
best efforts to cause their officers, employees, and directors to be interviewed by the Commission
staff at such time as the staff reasonably may direct; and (iii) use their best efforts to cause their
officers, employees, and directors to appear and testify without service of a notice or subpoena in
such investigations, depositions, hearings or trials as may be requested by the Commission staff.

Iv.

In view of the foregomg, the Commission deems it appropriate, in the public interest to
impose the sanctions agreed to in Respondents Offers.

Accordingly, pursuant to Sections 203(e) and 203(k) of the Advisers Act and Sections 9(b)
and 9(f) of the Investment Company Act, it is hereby ORDERED that:

A. Respondent MCI cease and desist from committing or causing any violations and

" any future violations of Sections 206(1), 206(2), and 206(4) of the Advisers Act and Rule 206(4)-7

thereunder, and Sections 17(d) and 34(b) of the Investment Company Act and Rule 17d-1
thereunder. ' ‘

B. Respondent MCIM cease and desist from committing or causing any violations and
any future violations of Section 206(4) of the Advisers Act and Rule 206(4)-8 thereunder and
Sections 17(d) of the Investment Company Act and Rule 17d-1 thereunder. :

C. Respondents are censured.

D. Respondents MCI and MCIM shall, jointly and severally, within ten (10) days of
the entry of this Order, pay a civil money penalty in the amount of $8,300,000 to the United States
Treasury. Iftimely payment is not made, additional interest shall accrue pursuant to 31 U.S.C.
3717. Such payment shall be: (i) made by wire transfer, United States postal money order,
certified check, bank cashier’s check or bank money order; (ii) made payable to the Securities and
Exchange Commission; (iii) hand-delivered or mailed to the Securities and Exchange
Commission, Office of Financial Management, 100 F Street, NE, Mail Stop 6042, Washington,
DC 20549; and (iv) submitted under cover letter that identifies MCI and MCIM as Respondeits in
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these proceedings, the file number of these proceedings, a copy of which cover letter and  money
order or check shall be sent to Scott Weisman, Assistant Director, Asset Management Unit,

'Division of Enforcement, Securities and Exchange Commission, 100 F Street, NE, Mail Stop 5010,

Washington, DC 20549.

. E. Respondents MCI and MCIM acknowledge that the Commission is not imposing a
civil penalty in excess of $8,300,000 based upon their cooperation in the Commission
investigation. If at any time following the entry of the Order, the Division of Enforcement
(“Division”) obtains information indicating that Respondents knowingly provided materially false
or misleading information or materials to the Commission or in a related proceeding, the Division
may, at its sole discretion and without prior notice to the Respondents, petition the Commission to
reopen this matter and seek an order directing that Respondents pay an additional civil penalty.
Respondents may not, by way of defense to any resulting administrative proceeding: (i) contest the
findings in the Order; or (1i) assert any defense to liability or remedy, including, but not limited to,
any statute of limitations defense. :

By the Commission.

Elizabeth M. Murphy
Secretary

By Jll M Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

~ File No. 500-1

May 10,2012
In the Matter of
Adrenalina, ORDER OF SUSPENSION OF
Affinity Technology Group, Inc., : TRADING

Braintech, Inc.,
Builders Transport, Incorporated, and
Catuity, Inc.,

It appears to the Securities and Exchange Conﬁnission that there is a lack of current and
accurate information concerning the securities of Adrenalina because it has not filed any periodic
repbrts since the period ended September 30, 2008.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Affinity Technology Group, Inc. because it has
not filed any periodic reports since the period ended June 30, 2008.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Braintech, Inc. because it has not filed any
periodic reports since the period ended September 30, 2009.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Builders Transport, Incorporated because it has
not filed any periodic reports since the period ended March 31, 1998.

It appears to the Secmities and-Exchange Commission that there is a lack of current and
accurate information concerning the securities of Catuity, Inc. because it has not filed any

periodic reports since the period ended March 31, 2007.
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The Commission is of the opinion that the public interest and the protection of investors
require a suépensioh of trading in the securities of the above-listed companies. Therefore, it is
ordered, pﬁrsuant to Section 12(k) of the Securities Exchange Act of 1934, that trading in the
securities of the above-listed companies is suspended for the period from 9:30 a.m. EDT on May
10, 2012, through 11:59 p.m. EDT on May 23, 2012.

By the Commission.

Elizabeth M. Murphy
Secretary

By: uJill M. Peterson
Assistant Secretary
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.UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66955/ May 10, 2012

ADMINISTRATIVE PROCEEDING. .
File No. 3-14874

In the Matter of
ORDER INSTITUTING -
Adrenalina, ' ‘ ADMINISTRATIVE .
Affinity Technology Group, Inc., PROCEEDINGS AND NOTICE OF
BrainTech, Inc., . HEARING PURSUANT TO
Builders Transport, Incorporated,and | SECTION 12(j) OF THE
Catuity, Inc., SECURITIES EXCHANGE ACT
‘ ' OF 1934
Respondents.
L

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act”) against the Respondents named in the caption.

11
After an invéstigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1.~ Adrenalina (“AENA™) ! (CIK No. 1398235) is a Nevada corporation located in
Hallandale, Florida with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). AENA is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 10-Q for the period ended September
30, 2008, which reported a net loss of $6,198,213 for the prior nine months. As of May 8, 2012,
the common stock of AENA was quoted on OTC Link (formerly “Pink Sheets™) operated by
OTC Markets Group Inc. (“OTC Link™), had seven market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

"The short form of each issuer’s name is also its stock symbol.
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2. Affinity Technology Group, Inc. (“AFFI”") (CIK No. 1007508) is a void Delaware
corporation located in Columbia, South Carolina with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). AFFI is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended June 30, 2008, which reported a net loss of $741,542 for the prior six months. On
August 19, 2008, AFFIQ filed a Chapter 11 petition in the U.S. Bankruptcy Court for the District
of South Carolina, which was closed on June 1, 2009. As of May 8, 2012, the common stock of
AFFI was quoted on OTC Link, had ten market makers, and was eligible for the “piggyback”
exception of Exchange Act Rule 15¢2-11(H)(3).

3. Braintech, Inc. (“BRHI”) (CIK No. 1015715) is a revoked Nevada corporation
located in McLean, Virginia with a class of securities registered with the Commission pursuant
to Exchange Act Section 12(g). BRHI is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 10-Q for the period ended September
30, 2009, which reported a net loss of $3,824,569 for the prior nine months. As of May 8, 2012,
the common stock of BRHI was quoted on OTC Link, had seven market makers, and was
eligible for the “piggyback™ exception of Exchange Act Rule 15¢2-11()(3).

4. Builders Transport, Incorporated (“TRUKQ”} (CIK No. 726617} is a void
Delaware corporation located in Columbia, South Carolina with a class of securities registered
with the Commission pursuant to Exchange Act Section 12(g). TRUKQ is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a Form
10-Q for the period ended March 31, 1998, which reported a net loss of $5,257,000 for the prior
three months. On May 21, 1998, TRUKQ filed a Chapter 11 petition in the U.S. Bankruptcy
Court for the Northern District of Georgia, which was closed on May 27, 2010. As of May 8,
2012, the common stock of TRUKQ was quoted on OTC Link, had three market makers, and
was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

5. Catuity, Inc. (“CTTY"”) (CIK No. 1109740) is a void Delaware corporation
located in Charlottesville, Virginia with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). CTTY is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the period
ended March 31, 2007, which reported a net loss of $1,435,139 for the prior three months. As of
May 8, 2012, the common stock of CTTY was quoted on OTC Link, had seven market makers,
and was ehigible for the “piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

B. DELINQUENT PERIODIC FILINGS

6. As discussed in more detail above, all of the Respondents are delinquent in their
periodic filings with the Commission, have repeatedly failed to meet their obligations to file
timely periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or, through
their failure to maintain a valid address on file with the Commission as required by Commission
rules, did not receive such letters.

7. Exchange Act Section 13(a) and the rules promulgated thereunder require issuers
of securities registered pursuant to Exchange Act Section 12 to file with the Commission current




and accurate information in periodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports, and Rule 13a-13 requires
domestic issuers to file quarterly reports. :

8. As a result of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

II.

In view of the allegations made by the Division of Enforcement, the Commission deems
it necessary and appropriate for the protection of investors that public administrative proceedings .
be instituted to determine: '

A. Whether the allegations contained in Section II hereof are true and, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such allegations;
and, '

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondents identified in Section II
hereof, and any successor under Exchange Act Rules 12b-2 or 12g-3, and any new corporatc
names of any Respondents.

P

Iv.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section I hereof shall be convened at a time and place to be fixed, and .
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110]. '

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to the
allegations contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after being
duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 or 12g-3,
and any new corporate names of any Respondents, may be deemed in default and the
proceedings may be determined against it upon consideration of this Order, the allegations of
which may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the
Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a), 201.220(f}, 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial

decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)]. '
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In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of thts matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not
deemed subject to the provisions of Section 553 delaying the effective date of any final
Commission action. ' '

By the Commission. -

Elizabeth M. Murphy
Secretary

Vit Pzaasn)
Ty Jill M, Peterson
ssistant Secretary
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File No. 500-1

It appears to the Secuntles and Exchange Commission that there is a lack of current and
accurate information concermng the securltles of 1- SOO—ATTORN EY, Inc. because questions |
have arisen as to its operatmg status, if any 1 SOO-ATTORNEY Inc. is quoted on OTC Lmk
operated by OTC Markets Group, Inc under the tzcker symbol “ATTY o

It appears to the Secuntles and Exchange Commissiori that there is a Iack ot' current and

accurate information concemmg the securrtles of Accessible Software Inc. because questlons .

lhave arisen as to its operatlng status 1f any. Accessible Software Inc. is quoted on OTC Lmk

operated by OTC Markets Group, Inc. under the ticker symbol “ASWE.”
It appears to the Securities and Exchange Comimission that thereis a lack 'of current and
accurate infonnation concer'ning the securities of Accom, Inc. because questions have arisen as
to its operating’ status if any. Accom Inc. is quoted on-OTC Link operated by OTC Markets
Group, Inc. under the tlcker symbol “ACMM
It appears to the Secuntl_es and Exchange Commission that there is a lack of current and
accurate information concerning the .securities of AccuHealth, Inc. because questions haVe_arisen
as to its operating status, if any. ACCuHealth, Inc. is quoted on OTC Lmk operated by OTC
Markets Group, Inc. .under the tickcr sytnbol “AHLHQ.” |
| It appears to the Secuntles and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Adaptlve Solutions, Inc. because questions

have arisen as to its operating status, if any. Adaptive Solutions, Inc. is quoted on'OT_C Link

operated by OTC Markets.Group, Inc. under the ticker symbol “ADPVQ.”
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It appeafs to the Securities and Exghagge Comm'iésion that there is a lack of current and

accurate information concerning the securities of AHSI, Inc. because ql_léstions have arisen as to-

its operating status, if any. AHSL, Inc. is quoted on OTC Link operated by OTC Markets Group, .

Inc. under the ticker symbol “AHSL.”

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Ainslie Corp. because questions have arisen as

to its operating status, if any. Ainslie Corp. is quoted on OTC Link operated by OTC Markets.

Group, Inc. under the ticker symbol “ANSE.”

It appears to the Securities and Exchange Commission that there is a lack of current and

aécurate information concerning the securities of American Cattle Co., Inc: becauée_ questions

- have arisen as to its operating étatus, if any ‘American Cattle Co., Inc. is quoted on OTC Link -

" operated by OTC .Mafkets.-Grbqp; Incunder the ticker symbol “ALCC.” o
It éppears to the Secu_x-‘ities'l' and Exchangé éommission- that there is a lack of cuﬁent and
_éccuraté information concerning th¢ securiﬁeé gf American Interactive Media, Inc. béééuge |
~ questions have arisen as to 1ts bi)graﬁng sté\tu's.,r if any. American Intemctivc Media, II'IC.:iS |
quoted oﬁ OTC Link operated by.-OTC'Mafkets Group, Inc. under the ticker symboll‘_‘A'ME.”
It appears to the Securities and rEgchia:nge Commission that there i-s a lack of cﬁn"ent and.

accurate information concerning the Secuﬁﬁ¢s of AmeriStar International Holdings Cérp. '

because questions have arisen as to its operating status, if any. AmeriStar International Holdings - -

-Corp. 15 quoted on OTC Link operated by'OTC Markets Group, Inc. under the ticker syhibol :
“AIHC.”
It appears to the Securities and Ekchange Commission that there is a lack of current and

accurate information concerning the securities of Angeles Corp. because questions have arisen as

10-
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to its operatlng status if any. Angeles Corp is quoted on OTC Lmk operated by OTC Markets ] -
| -1 Group, Inc under the ticker symbol “ANGC » o
It appears to the Secuntres and Exchange Comrmssmn that there is a lack of current and .
- accurate information concerning the securities of Aprogenex Inc. because quest:lons have arisen

as to its operating status if any Aprogenex Inc. is quoted on OTC Llnk operated by OTC '

' " Markets Group, Inc. under the tlcker symbol “APGX »

It appears to the Secuntles and Exchange Comrmssion that there is a lack of current and’
- accurate information coneermng the secuntles of Ardent Communleatlons Inc. because
questions have arisen as to its operatmg status 1f any. Ardent Cornmumcatlons Inc. is quoted on

OTC Link operated by OTC Markets Group, Inc under the tlcker symbol “ARDTQ ”

It appears to the Securltles and Exchange Commrssxon— that there is a lack of current and o

accurate information concermng the secuntles of Asante Technologies, Inc. because questlons
B have arisen as to its operating status 1f any Asante Technologres Inc. is quoted on OTC Lrnk
"_operated by OTC Markets Group, Inc under the tlcker symbol “ASNL.”

It appears to the Secuntres :and Exchange Commrssron that there is a llack of current and .

" accurate information concerning the SecuritieS' of ASFG Inc. because questions have arise‘n asto

its operating status, if any. ASF G Ine is quoted on OTC Link operated by OTC Markets Group, e

Inc. under the ticker symbol “ASFJ »

It appears to the Secuntles and Er_:change Corrnnission that there is a lack of current and
accurate information ooncen_]ing_'ﬂre securitie's of Asia Pacific Engineering Solutions |
International, Inc. because questrons -haue arisen as to its operating status, if any. Asia Pacific
Engineering Solutions Internationat, Inc is quoted on OTC Link operated by OTC Markets

Group, Inc. under the ticker symbol “APCL”
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It appeare to the Secuﬂtiee"and lEatchan.ge Cornrnission that there ie a lack of current.and
| -accurate 'information concerning ﬂlesecuﬁtiesof Atlantic Central Enterprise Ltd. because |
questions have arisen as to its operating;Status, if any Atlantic Central Enterprise Ltd. is quoted
on OTC Link operated by OTC Ma:rkets Group, Inc. under the ticker symbol “A_LCN R |

It appears to the Securities and Exehange Commission that there is a lack of current and
accurate tnforrnation oonceming the seeuxities of IATM Capitol Co. because questions have’
-arisen as to its operatmg status, 1f any. ATM Capltol Co. is quoted on OTC Link operated by '

| oTC Markets Group, Inic. under the ticker symbol “ATMA.”

It appears to the Securities and_ Exchange Comm1ssron.that there is a lack of current and g

-accurate information concernin‘g the se‘cu’:ities of A‘vatex Corp because questions have arisen as' L

to its- operatmg status, if any. Avatex Corp JS quoted on OTC Link operated by OTC Markets

Group, Inc. under the tlcker symbol “AVATQ ”

It appears to the Secuntres and '-Exchange Comrniséion that there is a lack of current and -

- accurate information concerning the securltles of Awsana Corp because questrons have arisen as -

-+ to its operating status, if any. Awsana Corp 1s quoted on OTC Link operated by OTC Markets
‘Group, Inc. under the tch_{er symbol ,“avsa.” .

It appears to the Seetuities andExchange Cornrnission that there is a lack of eurren't and
accurate information concerning the secuiitiee '-ot' A)ttive Corporation because questions have ‘-
arisen as to its operatlng status, lf any Axtlve Corporatlon is quoted on OTC Lmk operated by
OTC Markets Group, Inc. under the trcker symbol “AXTC.”

It appears to the Securities and Exchange Commrssmn that thercis a laek of current and
accurate information concerning the securities of Batterymarch Trust because questions nave -
arisen as to its operating status, if any. Batteryrnarch Trust is quoted on OTC Link operated by

OTC Markets Group, Inc. under the ticker symbol “BTYM.”
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It appears to the Securities and Exchange Commlssmn that there i is a lack of cuirrent and
accurate mformatlon concerning the secuntles of BedfOrd Holdmgs Inc. because questions have '
E arisen as to its operating status if any. Bedford Holdmgs, Inc. is quoted on OTC Link operated
'by OTC Markets Group, Inc under the tlcker symbol “BFHI ”

It appears to the Sccuntles and Exchange Comm1ssxon that thereisa. lack of current and . '
accurate mformatxon concerning the securities of Beumg Logrstlc Inc. because questlons have
arisen as to its operatmg status, if any Beljmg Loglstlc Tne. is quoted on OTC Link operated by g
OTC Markets Group, Ine. under. the ticker symbol “BIGL”

It appears to the Securities and Exchange Comm1ssmn that there is a lack of current and |

| accurate information concermng the secuntles of Belle Isle Corp because questlons have ansen- L
- .' 'as to 1ts operatlng status, 1f any. Belle Isle Corp is quoted on OTC Link’ operated by oTC
:"Markets Group, Inc. under the tlcker symhol “BILSU e

It-appears to the Secuntres and Exchange Comm:ssron that there is a lack of current and e
accurate mformatlon concerning the secuntres of Ben Ezra, Weinstein & Co. because questions
have arisen as to its operat;mg status, if any. VBen.Ezra, Weinstein & Co. is quoted on .OTC Link
. operated byVOTC Markete Group, Inc. under the tlcker symbol “BNEZ.”

It appears to the Securities a’ndExchan'gé Cornniisaion'that there is a lack of current and
accurate infonnation conceming the securities' ot' Bes_tway:Coach Express, Inc. because r;uestion.é
. ; have'arisen as to its operating status, if any Bestway COach Express, Inc. 1s quoted on OTC - |
Link operated by OTC Markets Group, Inc. under the ticker symbol “BWCX.”

It appears to the'Securities and Exchange Comrnission that there is a lack of current and. -
accurate information concerning the secuntles of Blomedtex Inc. because questions have alieen .‘
‘as to its operating status, if any. Blomedtex Inc. 1s quoted on OTC Link operated by OTC

Markets Group, Inc. under the tlcker symbol “BMDX.”
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It appears to the Sccuntres and Exchange Commrssron that there isa lack of current and

E accurate mformanon ooncermng the secuntres of BMJ Medical Management, Inc because : .
- questrons have arisen as to its opcratmg status if any. BMJ Medical Management, Inc. is quoted
N onOTC Lmk operated by OTC Markets Group, Inc under the ticker symbol “BONSQ ”?

It appears to the Sccurltles and Exchange Commrsswn that there is‘a lack of current and

o accurate 'in'formation concerning the secuntres of Bon- Coeur Inc. because questions have arisen

asto 1ts operatlng status, if any. Bon Coeur, Inc is quoted on OTC Lmk operated by OTC
- Markets Group, Inc. under the ticker symbol “BOCU ”o

It appears to the Securities and Exchange Comm1ss1on that there is alack of current and B

o ."accurate 1nformatron concermng the securrtres of BRIAZZ Inc because questrons have arisen as

P 'to 1ts operatrng status 1f any. BRIAZZ, Inc 1s quoted on OTC Link operated by OTC Markets -

- Group, Inc. under the ticker symbol “BRZZQ

It appears to the Securities and Exchange Cornnussron that there rs a 1ack of current and - - .
accurate information concerning the secuntles of Buffalo, Inc. because questlons have ansen as -.
to 1ts operating status if any Buffalo, Inc 18 quoted on OTC Link operated by OTC Markets
| Group, Inc under the ticker symbol “BUFO A
It appears to the Securities and Exchange Commrssron that there i is alack of current and
7' accurate mformatron conce:rnng the secuntres of Burr Oak Coal Corp. because questrons have
arlsen as to its operating status, 1f any Burr Oak Coal Corp. is quoted on OTC Lmk operated by
E OTC Markets Group, Inc. under the twker 'symbol- “BOAK »
| It appears to the Securities and Exchange Comrmssron that there is a lack of current and
accurate information concerning the securmes of Cabo Group, Ltd. (The) because questions have
© arisen as to its operatlng status, if any Cabo Group, Ltd. (The) is quoted on OTC Link operated

by OTC Markets Group, Inc. under the-ticker symbol “CGLT.” ) o .
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. 1t'appears to the Securities and Exclrange Commission that'there'is a lack of current and

- accurate information conceming the securities of CallNCW com, Inc because questions have

* arisen as to its operating status if any. CalINOW.com, Inc is quoted on OTC Link operated by
OTC Markets Group, Inc. under the ticker symbol “CALN.”-

It appears to the Securities and Exchange Commission that there is a lack of cu‘_rrent' and
eccurate information concerning the securi-ties of Capital -Media Group Ltd.. because questions
have ariser as to its operating stetus, if any Capitz'il Media Group Ltd. 1s quoted on OTC Link.

'- operated by OTC Markets Group, Inc. under the ticker'symool “CPMG.” |
It appe'ars to the Securities and Excharrge ComIIﬁSSion that ttrere is a lack of current and

' accurate rnfonnatlon concerning the securities of Capltol FlI‘St Corp because questions have
B ar1sen as to its operating status, 1f any. Capltol Fu‘st Corp 1s quoted on OTC Link operated by
‘ OTC Markets Group, Inc. under ﬂte'_tlcker symbcl “CFCO.” a

- It appears to the Securities and Exchau_ge Commission that there is a lack of current and
“accurate information concerning the securities 'or Cdrtis, Inc' lbecause questions have arisen as to
-1ts operating status, if any. Cartis, Inc. is quoted on OTC Lmk operated by OTC Markets Group,
.Inc under the ticker symbol “CARL”

It appears to the Securities and Excha_rrge Coirunisjsion'-_that there is a lack of current and
accurateinforrnation concerning the securities of CCI Group, Inc beceuse questions have arisen
as to 1ts operating status, if any. CCI Group, Inc is quoted on OTC Link operated by OTC -
Markets Group, Inc. under the ticker symbol “CCIG.” .

It appears to the Securities and Exchange Commi.ssion that there is a lack of current and
- accurate information concerning the-secuntles of Centra Capltal Corp because questions have
arisen as to its operatmg status, if any. Centra Capital Corp is quoted on OTC Link operated by

OTC Markets Group, Inc. under the ticker symbol “CENC.” -
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It appears'to the Securities arld Exchange ConﬁSSion that there is a lack of current and

accurate mformatlon concerning the securltles of CES Internatlonal Inc because quest:lons have

o arisen as-to its operatmg status, if any. CES Internationial, Inc. 1s quoted on OTC Link operated

- by OTC Markets Group, Inc. under the ticker symbol “CSNL.”

It appears to the Securities and Exchange _Comru1351on that there is a lack of current and
accurate ruformaﬁon concerning the securities of Cﬁambeﬁburg Enéineen'ng Co. because |
o questions have arisen as to its operaung status, if any Chamoersburg Engineering Co. is quoteci
- on OTC -Linir operoted by OTC Markets Group, Inc. unrler t_he.tie'ker symbol “CEGR.”

PR It appears to the Securities aud Excharige Comruissiori that'there'is a lack of current and
- '-accurate mformatlon concemmg the securities of Chanot Group, Inc ‘because questions have
| T‘iansen as to its operating status, if any. Chariot Group, Inc is quoted on OTC Link operated by
orc Markets Group, Inc. under the ticker symbol “CGRU no
Tt appears to the Secuntres and Exehange Comrm_ssmn that 'ther_e is-a lack of current and

= aocurote'information concemning the secﬁities'of ChemiCOrp'International Inc. because

o ‘questlons have arisen as to its operating status if a.ny Chermcorp Intematronal Inc. is quoted on

: OTC Lmk operated ’oy OTC Markets Group, Inc. under the tlcker symbol “CHEM.”

o It appears to the Securities and Excha_ngeComm1ss1on t_hat ,there is a lack of current and
acCurat'e jnforinat_ion concermng the securities of Cherntrak', Inc. Becouse questions have arisen
i : as to its operating status if ony Chemtrak, Inc. is ouo'ted on OTC: Link operared by OTC
Markets Group, Inc. under the ticker symbol “CTKI ”

It appears to the Securltles and Exchange Commission that there is a lack of current and
accurate information eonceming the securities, of ChinaCable ‘&'Comrnun_i,cation, Inc. because
questions rrave arisen as to its operating'sfatus, if any. China Cable & Communication, Inc. is

quoted on OTC Link operate& by OTC Markets Group, Inc. under the ticker symbol “CCCL.”
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It appears to the Securities and Exchange CoimniSsion that there is a lack of current and

accurate mformatlon concermng the securities of China TranRen Orgamc Food, Inc because

- ‘_ . questrons have 2 ansen as to 1ts operatmg status, ifany. China TianRen Orgamc Food, Inc. is

: :quoted on OTC Link operated by OTC Markets Group, Inc. under the tlcker symbol “CTRI ”
It appears to the Secuntles and Exchange Commrssron that there is a lack of current and
: .'accmate rnformatlon concermng the securitics of ChmaMallUSAA.co_m,r Inc because questions
haveansen as to its.ope'rating status, if any. _CMnmaIlUSAlcom, Inc. is quoted on OTC Link

2 : operated by OTC _Markets Group, Inc. under the ticker symbol “CHMI;.”

It 'appears.to the Securities and Exchange Commission that there is a lack of current and

. accurate mformatron concennng the securities of Chnstlan Brothers Inc because questlons have

e ansen as to 1ts operatmg status if any, Chnstlan Brothers Inc is quoted on OTC Link operated

. }‘,by OTC Markets Group, Inc. under the ticker symbol “CHBI »

-It appears t_o the-Secur.ltles and Exchange COIIH’IIISS]OI_] that there is a lack of current and
' . 'accura_te 'int‘ohnation conceming- the securittes of CiaolCu'cina Corp. because questions have

a.nsen asto 1ts operattné status, if any: Ciao Cucina Corp;_is Quoted on OTC Link operated by
s OTC Ma_rkets Group, Inc. under the ticker symbol “CIAQQ.” - -

' It appears. to the Securities and Exch‘ange Cornmisstonthéﬁ there i_s a lack of current and
- .accurate ir_l_fonnati.on' concerning the securities of Clarent' Corp. _Hecaus_e‘questions have arisen as
- to-its operating status, if any. Clarent Corp; is quoted o‘ﬁ OTC Link operated- by O'I_‘C Markets |

| - Group, Inc. under the ticker symbol “CLRN.” |
B - . Tt appears to the Securities and Exchange Commission that there is a lack of current and
_ accurate‘mfonnatlon concermng the securities of Chmcorp, Inc because questions have arisen as

to 1ts operatmg status, 1f any. Clinicorp, Inc is quoted on OTC Link. operated by OTC Markets

‘Group, Inc. under the ticker symbol “CLNL”
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' '_ It appears to the ‘Securities and Exchange Comrmssron that there isa lack of current and
accurate 1nformat10n concermng the securities of CNF Technologres, Inc because quesuons
" have; ansen as to its operatmg status, 1f any. CNF Technologies, Inc. i is quoted on OTC Link
operated by‘ OTC Marltets Group, Inc. under the ticker symbol “CNFT ”
It appears to the Securities and Exchange Commission that ﬂrere is a lack of current and
accurate information con.cerm;ng the securities of Columbia Management Co. .becausequestions
' hatre arisen-as to its operating status, if any. Columbia Mmagement Co. is qu'ot_ed on OTC Link
‘o'perat_ed--b-y OTC Markets Group, Inc. under the ticker syrntjol ‘fCLMB,,”

‘VI‘t-ap'pear‘s to the Securities and Exchange Connnission that there is a'-lack of current and
, accurate mformatlon concennng the securities of Columbia Ventures | Inc because questlons
X have arlsen as to 1ts operatlng status if any. Columbla Ventures Inc is quoted on OTC Link
' operated by OTC Markets Group, Inc under the tlcker symbol “COVE ”

It appears to the Secuntres and Exchange Commission that there is a lack of current and
accurate mformatron concermng the securities of Commonwealth 011 Reﬁmng Co., Inc. because
quesuons have arrsen ‘as to its operating status, if any Commonwealth 011 Reﬁmng Co,, Inc. is
.‘ quoted on OTC Llnk operated by OTC Markets Group, Inc. under the tlcker symbol “CWLO.”

It appears to the Secuntles and Exchange Comnnssmn that there isa lack of current :and
'accurate mformatlon concermng the secuntles of Commumty Medlcal Transport Inc. because _
quesuons have arisen as to its operating status if any. Commumty Medical, Transport, Inc. is
_quoted on OTC Link_operated_by OTC Markets Group, Inc. under the ticker symbol “CMTL”

-1t a‘ppears..to t‘tle Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Computer Leannng Centers, Inc. because
questions have.-arisen as to its operating status, if any. Computer Learning Centers, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “CLCXQ.”
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It appears to the Securities and Exchange Comrmssxon that there is a lack of current and :
accurate mformatlon concenung the secuntles of Computerized Thennal Imagmg, Inc. because

questions have arisen as to its operating status if any. Computenzed Thermal Irnagmg, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the t1cker symbol “COIB.”

It appears to the Securxtxes and Exchange Commnssmn that there is a lack of current and -

- accurate information concermng the securities of Condor Technology Solutlons Inc. because : -

questlons have arisen as to 1ts operatlng status, if any. Condor Technology Solutions, Inc. is
quoted on OTC Lmk operated by OTC Markets Group, Inc. under the tlcker symbol “CTSL”

¥ It appears to the- Securities and Exchange Comn‘nssmn that there isa lack of current and

‘ accurate 1nfonnat10n concermng the securities of Contmental Informatlon Systems Corp.

-because questlons have ansen as to its. operating status, 1f any. Contmental Informatlon Systems

Corp 1s quoted on OTC Link operated by OTC Markets Group, Inc. und,er the ticker symbol

"“CISC ?

1t ; appears to the Securities and Exchange Comnnssmn that there isa lack of current and

accurate 1nformat10n concermng the securities of Converswn Industnes Inc because questions

" _have arisen as to its operatmg status if any. Conversion Industries, Inc is quoted on OTC Lmk

- operated by OoTC Markets Group, Inc. under the ticker symbol “CVII "

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate mfonnatton concerning the securities of Country Maid F mancml Inc because questions

have arisen as to its operatmg status, if any. Country Maid Fi 1nan01ai Inc. is quoted on OTC

| Link operated by OTC Markets Group, Inc. under the ticker symbol: “CMF 1.”

- It-appears to the Securities and Exchange Commission that there is a lack of current and

" accurate information concerning the securities of C-Phone Corp. because questions have arisen
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astoits operating status, if any C-Phone Corp. is quoted on OTC Link operated by OTC "
Markets Group, Inc. under the ticker symbol “CFON.” -
It appears to the Securities and Exchange Commission that there is a lack of current and

accurate info_rrn'ation concerning the securities of Cray Computer Corp. because questions have

" ‘arisen as to 1ts operating status if any. Cray Computer Corp. is quoted on OTC Link operated by

- OTC Markets- Group, Inc -under the ticker symbol “CRYYQ

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate lnfonnatlon concernmg the securities of Creative Gourmet, Inc. because questions have -

V_an'sen as to its. operating status, 1f any Creative Gounnet, Inc. is quoted‘ on!.(:)TC Link operated-
by OTC Markets Group, Inc. under the ticker symbol “CGOM ” o

It appears to the Securltles and Exchange Commission that there isa lack of current and.
accurate mfonnatlon concemmg the secuntles of Credit Depot Corp because questlons-have -
‘arisen as to 1ts operatmg status, if any. Credit Depot Corp 18 quoted on OTC Link operated by -
OTC Markets Group, Inc. under the ticker symbol “CDDJ.”

It appears to the Securities and Exchange Commission that there is a 1ack of current and
accurate mformatlon concernmg the secuntles of Crowley Mantlme Corp because questions
- have arisen as to its operatmg status, if any. Crowley Maritime Corp is quoted on OTC Lmk , |
operated by OTC Markets Group, Inc. under the ticker symbol “CWLM »? | |

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerrung the securities.of Crowley Milner & Company because questions -

have arisen as to its operating status, if any.. Crowley Milner & Company is quoted on OTC
Lmk operated by OTC Markets Group, Inc under the ticker symbol “CWYM.”
It appears to the Securities and Exchange Comm1ss1on that there is a lack of current and

accurate information concerning the securities of Crown Andersen Inc. because questions have
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arisen as to its operating status, if any. Crown Andersen Inc. is -quoted on OTC -Link o'perated: by
OTC Markets Group, Inc. under the ticker symbol “CRAN.” | |

It appears to the S_ecurities' and Exchange Commission that there is a lack of current and -

accurate information concernin g the securities of Crown City Plating Co. hecause questions have‘ .
_arisen as to its operatrng status, if any Crown City Platrng Co. is quoted on OTC Link operated
by OTC Markets Group, Inc under the ticker symbol “CCPGQ.”

It appears to the Securities and Exchange Commission that there isa lack of current and.
accurate information concerning the securitles of. Crown Financial Holdmgs Inc. because-
questions have arisen-as to its operating status if any. Crown Financial Holdmgs, Inc. is quoted |
on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “CFGI »

Tt appears to the Secuntles and Exchange Commission that there i isa lack of current and
accurate information -concermng the securities of CTI Technology, ,Inc; because questions have
arisen as to its operating status; if any. .bTI Technology, Inc. is quoted on-O_.’i‘C Link operated ‘b_y
OTC Markets Group, Inc. under the tlcker symbol “CTIT.”

It appears to the Securitles and Exchange Commission that there isa lack of culrent and
accurate information concerning the securities of CybeRecord, Inc. because questions_ have

- arisen as to its operati_rig s'tatus:,lif any; CybeRecord, Inc. is quoted- on OTC Lmk ooerated by
OTC Markets Group, Inc. under the ticker symbol “CYRD.” o

It appears to the Securities and Exchange Commission that there 1sa Iack of current and
accurate information concerning the secu.ntres of Data Systems of Oregon because questions |
| have arisen as to its operating status,. if any. Data Systems of Oregon is quoted on OTC Link
operated by OTC Markets Group, Inc. under the ticker symhol “DSTO.” |

It appears to the Seem-iti,esand Exchange Commission that there is a lack of current and

accurate information concerning the securities of Datatrend Services, Inc. because questions
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have arisen as to its operatmg status 1f any Datatrend Services, Inc. is quoted on OTC Lmk

operated by OTC Markets Group, Inc under the ncker symbol “DATV »

It appears to the Securities and Exchange Commrssmn that there is a lack of current and -
* . accurate information concerrnng the securities of Defense Technology Systems, Inc. because

~ questions have arisen as to-its operating status, if any. Defense Technology Systerns, Inc. is

quoted on OTC Llnk opérated by OTC Markets Group, Inc. under the ticker symbol “DFTS i
| It appears to- the Secuntles and Exchange Commrssron that there is a lack of current and
accurate information concermng the secuntles of Design Medra Technology, Inc because
- questlons have arisen as to its operatrng status if any. Design Media Technology, Inc is quoted '
on OTC Link operated by OTC Markets Group, Inc. under the t1cker symbol “DMTK

It appears to the Securrtles and- Exchange Commission that there is a lack of current and

accurate 1nformat10n concermng the. secuntles of Digital Armor Inc. because questlons have C

- arisen as to-its operating status if any. D1g1ta1 Armor Inc is quoted on OTC Lmk operated by
OTC Markets Group, Inc. under the tlcker symbol “DTALQ.”

It appears to the Secuntles and Exchange Commission that there is a lack of current and
accurate. mformatlon concermng the securities of DNA Medical Technologles Inc. because '
questlons have arisen as to its operatmg status, if any. DNA Medical Technologles, Inc is-
quoted on OTC Link operated by OTC Markets Group; Inc. under the ticker symbol “DNAT.*’ '

| _ It appears to the .Securities-and Exchange Commission that there is a Iack ot current and - .
accurate information conceming the securities of dotIWeb tnc because -questions have arisen as -
to its operating status if; any Dot1Web, Inc. is quoted on OTC Link operated by OTC Markets
Group, Inc. under the ticker symbol “DTWB.”

It appears to the Securities and Exchange Commission that there is a lack of current and- -

accurate information concerning the securities of dotwap.com Holdings Corp. because quest:ions- . .
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- have arisen as to its operating' status, if any. _-I)otwap.corn"Ho'ldtngs Corp. is quoted on OTC
 Link operated'by oTC Markets._Group, Inc, under the ticker symbol “DWAP.” |

It appears to the Securities and Exchange Comrnission that there is.a lack of current and:
accurate information concerning the 'seCurities of DuaISta_r Technologies Corp. because q'uestions
have arisen as to its operating status if any.. DuaIStar 'Technologies Corp. is quoted on OTC
Lmk operated by OTC Markets Group, In¢: under the ticker symbol “DSTR.”

It appears to the Securltles and Exchange Comm1ssron that there is a lack of current and
accurate information concerning the securities of Duncan Hill Co., Ltd. because questions-haVe _
" arisen as to its operatmg status, 1f any Duncan Hrll Co., Ltd. 1s quoted on OTC Lrnk operated by’
OTC Markets Group, Inc. under the tlcker symbol “DUNC ” | |

It appears to the Securrtres and Exchange Comm1ssron that there is a lack of current and
accurate information concernrng- the secutities of Dunes Hotel & Casinos, Inc. because quest_rons -
| have arisen as to its operating status. 1fany ADunes Eotel & Casinos Inc. is quoted on OTC Link - -

operated by OTC Markets Group, Inc under the ticker symbol “DUNE.” |
It appears to the Securities and Exchange Comnussmn that there is a lack of current and
accurate information concermng the securities of Dynannc Leisure Corp because questrons have
 arisen as to its operating status, 1f any Dynamlc Leisure Corp. is quoted on OTC Link operated
by OTC Markets Group, Inc. under the tlcker symbol “DYLL”
It appears to the Securities and Exchange Comrnrssron that there is a lack of current and:
"accurate-infonnation concerning the secu_rities of EAC Industries, Inc. because questions have
arisen as to its operating status, if any. EAC Industries, Inc. is quoted on OTC Link operated by |
OTC Markets Group, Inc. under the ticker symbol “EACL”
It appears to the Securities and Exchange Commission that thete is a lack of current and - |

accurate information concerning the securities of Eagle-Picher Industries, Inc. because questions
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, have arisen as to its operatmg status if any Eagle~P1cher Industnes Inc. is quoted on OTC Lmk '

operated by OTC Markets Group, Inc. under the tlcker symbol “EGLP.” : o .
It appears to the Securities and Exchange Cominission that there is a lack of current and |

accurate information concerning the securmes of eChapman Inc. because questions have arisen

as to its operating status, if any. eChapmmr Inc. is quoted on OTC Link operated by oTC

B Markets Group, Inc. under the ticker symbol “-ECMN. _ -

- It appears to the Secun'ties and Exchange Commission that there is a lack of current and :

| 'accurate 1nfonnat10n concemmg the secuntres of EGM Internatlonal Inc. because questions . -

have arisen as to its operatmg status, 1f any EGM Internatlonal Inc. 1s quoted on OTC Link -

operated by QTC Markeéts Group, Inc. under the ticker symbol “EGML.” |
It appears to the'Securiti-es and Exchange Cormnission that there is a lack of current and

-accurate information concermng the secuntles of Electro Bram International Corp. because

- questions have arisen as to its operatmg status 1f a;ny Electro Brain Internatlonal Corp. is
quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “EBIC »?

It appears to the Secuntles and Exchange Comm1s31on that there is a lack of current and |
accurate information concemmg the secuntres of Electromc Transmission Corp. because : |
quesuons have arisen as to its operatmg status, if any Electromc Transmission Corp. is quoted :'- | .
on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “ETSM ?

It appears to the Secuntles and Exchange Comm1ssmn that there is a lack of current and
accurate mformatlon_concem_mg the secur_rtles of E_Ismore Corp. because questions have arisen as

to its operating status, if any. Elsinore Corp. is quoted o_nl(-)TC Link operated by OTC Markets
| Group, Inc. u.nder the ticker syrrnbol"“EI;SO.’; |

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Emergisoft Holding, Inc. because questions ' .
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have arisen as to its operating status, 1:f any. Emergisoft Holding, Inc. is quoted on OTC Link
operated B_y OTC Markets Group, Inc. under the ticker symbol “ESHG.”

It appears to the Securities and Exchange Commission that there is a lack of current and .
accurate information concerning the securities of E—Monee.com, Inc. because questions have
arisen as to itsloperating status, if any. E-Mohee.cpm, Inc. 1s quoted on OTC Link operated by
OTC Ma;rkets Group, Inc. under the ticker symbol “EMNC.”

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Enerphaze Corp. because questions have arisen
as to its operating status, if any. Enerphaze Corp. is quoted on OTC Link operated by OTC
Markets Group, Inc. under the ticker symbol ‘.‘EPHZ.”

It -appears to the Securities and Exchange Comrriis_sion that thére isa l;k:k of current and
acc;urate information concerning the securities of Eﬁhance Biotech, Inc. because questions :havg
arisen as to its operating statlis, if any. Enhaﬁce Biotech, Inc. is quoted on OTC Link operated
by OTC Ma_rkets Group; Inc.‘under the ticker symbol “EBOI.”- |

It appears to the Securities and Exchange Commission that there is a lack of cﬁrrent and
accurate information concerning the seéurities of Enviro Glbbal Corp. because qué_stions have
arisen as to its operating status, if any. Enviro Global Corp. is-qucﬁed on OTC Link operated by
OTC Markets Group, Inc. under the ticker symbol f‘ENVG.” |

It appcars to fhe Sequritiés and Exchange Commission that there is a lack of current and'
accurate information concerning the sécurities of Environmental Asset Management Inc. because
questions have arisen as to its operating- status, if any. Environmental Asseti Management Inc. is
quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “EVAM.”

It apﬁears to the Securities and Exchange Commission that thére is a lack of current and

accurate information conceming the securities of ETI International, Inc. because questions have
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. arisen as to its operating status 1f any ETI Internatlonal Inc. is quoted on OTC Link operated

| :lby OTC Markets Group, Inc. under the tlcker symbol “ETIC » ‘ - .
It appears to the Securities and Exchange -Coirimi'ssion that there is a lack of current and
- accurate information concerning the securltles of Excal Enterpnses Inc. because questlons have o
. arisen as to 1ts operatmg status, if any. Excal Enterpnses Inc. is quoted on OTC Link operated
L by OTC Markets Group, Inc. under the trcker symbol “EXCL » '
It appears to the Securities and Exchange Commission that there is a lack of current and
" - accurate mformatxon concermng the secuntles of Fastlane Footwear, Inc. because questxons have -
o arisen as to its operating status, if any. Fastlane Footwear Inc is quoted on OTC Link operated
" by OTC Markets Group, Inc under the tlcker symbol “FSLF ”
~ Ttappears to the Securities and Excha_nge Comrmsswn that- there is a lack of current and
accurate information concermng the secuntres of F n'amada Inc. because questions have arisen as:
B to 1ts operating status, if any. Firamada Inc is quoted on OTC Link operated by OTC Markets IR .
- Group, Inc. under the ticker symbol “FAMH B o
| It appears to the Securities and Exchange Comrmssron that there is a lack of current and.
'accurate information concerning the secuntres of Flrebrand Fmanczal Group, Inc. because
questlons have arisen. as to its operating status 1f any. Flrebrand Financial Group, Inc. is quoted
. on OTC Lmk operated by OTC Markets Group, Inc. under the trcker symbol “FFGL”
It appears to the Securities and Exchange .Commission that there is a lack of current and .
‘accurate information concerning the secuntles of First Look Medra, Inc. because questlons have -
arisen as to its operating status, if any First Look Medra, Inc. is quoted on OTC Link operated 5
by OTC Markets Group, Inc. under the ticker symbol “FRST.”.
It appears to the Securities and Exlchange _Comrniss-ion-that there is a lack of current and

accurate information concerning the securities of First Medical Group, Inc. because questions : .
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have arisen as to its operatmg status, if any. Fn'st Med1ca1 Group, Inc is quoted on OTC Lmk
| -- operated by OTC Markets Group, Inc. under the tlcker symbol “FMDG ”
| It appears to the Secuntres and Exchange Comrmssmn that there is a lack of current and
3 acCurate information concerning the securities of First Sun South Corp_. because questlons have
arisen as to its operating status, if any. Frrst Sun South Corp. is quoted on OTC Link operated by
lOTC Markets Group, Inc. under the ticker symbol “FSSU no
It appears to the Securtttes and Exchange Comrmssron that there is a lack of current and
| _ ao(:urate information concerning the securities of Florida t)'evelopment Fund (1995), Inc. -
: beeause questions have arisen as to its operating -statns; if any. Florida Development Fund
B g (1‘995), Inc. is quoted on OTC Link operat_ed.b_j(:d_-'l‘c Marlrets__t}roup, Inc. under the tieke_r '
s '.-symbol “FLDV.” . 'l o | |
It appears to the Securities and Exchange Connmssmn that there is a lack of current and o
: | acourate information concerning the secuntles of Flonda Partners Corp because questions have -
'ans'en as to 1ts operating status, if any. FIorlda Partners Corp' 1s quoted on OTC Link operated
| by OTC Markets Group, Inc. under the tlcker symbol “F PCO.”
It appears to the Securities and Exchange Comm1ss1on that there is a lack of current and
accura_te 1nformat10n conc.ermng the secuntres of Florshelm Group, Inc. (FGI Group, Inc.)
- because questions have arisen as to its operatmg status, if any i?lorsheirn Group, Inc.- (FGI
- ‘Group, Inc.) is quoted on OTC Link operated hy t)TC Markets Gron‘p, Inc. under the ticker
symbol “FLSCQ.” | -
| It appears to the Secuntles and Exchange Comrmss1on that there is.a lack of current and -
accurate information conceming the securities of Fone America, Inc. because questions have
arisen as to its operating status, if any. Fone America, Inc. is quoted on OTC Link operated by

OTC Markets Group, Inc. under the ticker symbol “FONM.”
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Tt appears to the Securities and Exchang’e'.COmmi'ssion that ﬂlere is a lack of currentj and

‘. ‘accurate infonuation concerning the securities of Fruehe.uf Trei—ler Corp. because questions have .
arisen as to its operating status, if any. Fruehauf T: raller Corr). is quoted on OTC Link operated - |
by OTC Markets Group, Inc. under the tick_er symbol “FTCFQ.” | |
It appears to the Securities and Exchange Commssron that there is a lack of current and
'. accurate mformatlon concerriing the securities of Future Healthcare Inc. because questions have
- arisen as to its operating status, if any. Future Healthcare Inc. is quoted on OTC Link operated
by OTC Markets Group, Inc. under the ticker symbol “FHCL” |
| “I,t appearé to the Securities and Exchange Colzrrmis.'sion--that there isa lack of current and

. accurate mformatlon concerning the securities of Gargoyles Inc because quesuons have arisen

" as to its. operating status if any. Gargoyles Inc 18 quoted on OTC Link operated by OTC

,Markets Group, Inc under the ticker symbol “GOYL ” -

- Tt-appeats to the Securities and Exchange Commxssmn that there i isa lack of current and
eccurate mformatlon ooncernmg the securities of General Broadcastmg Inc. because questmns
3 have arisen as toits operatmg status, if any. General Broadcastmg Inc. is quoted on OTC Link
operated by OTC Markets Group, Inc. under the tlcker symbol “GNBR ?

It appears to the Secuntles and Exchange Commlsswn that there is a lack of currer)t and

accurate information eoncermng the securities of General_Store_Internatlona_l Corp. (The)
.because questions have arisen as to its operaﬁng status, if any. Gener_ol Store Interuaﬁoual Corp.
(The) is quoted on OTC Link operated by OTC Markete Group; _-Ine. under the ticker symbol
“GSIL> |
It appears .to the Securities.and Exchange Comr_nission that there is a lack of current and

accurate information concerning the securities of Georgia 400 Industries, Inc. because questions
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7 have arisen as to its operating status, if any. Georgia 400 Indush'ies, Inc. is quoted on OTC Link |

- operated-by OTC Markets Group, Inc. under the ticker symbol “GAID.”

It .appears to the Securities and Exchange Cornrniq_ssion‘ that there is a lack of current and
'accurate information concerning the securities of Glengarry Holdings-Ltd. because questions

have arisen as to its operating status, if any. Glengany Holdmgs Ltd 18 quoted on OTC Link

| ) operated by OTC Markets Group, Inc. under the ticker symbol “GLGH »?

It appears to the Securities and Exchange-Comrmsswu- that there is a lack of current and

- accurate information concemning the securities of Global 1Technology, Inc. because questions
" .have arisen as to its operatmg status, if any Globa.l rTechnology, Inc is quoted on OTC Link

E operated by OTC Markets Group, Inc. under the trcker symbol “GITN 7

It appears to the Secuntles and Exchange Comm1ssmn that there is a lack of current and

' accurate 1nformat10n concernmg the secuntles of Global Teledata Corp because questlons have
SR ansen as’ to its operatlng status, if any. Global Teledata Corp. is quoted on OTC Link operated 7.

- by OTC Markets Group, Inc. under the ticker symbol “GDAC >

It appears to the Securmes and- Exchange Comnussmn that there isa lack of current and

- accurate information concermng the secuntres of Gold Lak'e Mmes, Inc. because questrons have
~ arisen as to 1ts operating status, if any. Gold Lake Mmes Inc is- quoted on OTC Link operated

= by OTC Markets Group, Inc. under the tlcker symbol “GOLM mol

- It appears to the Secuntles and Exchange Comrmssron that there is a lack of current and

accurate information concerning the securities of Grant Enterprise, Ltd. because questions have

: aﬁsen as to its operating status, if any. Grant Enterprise Ltd. is quoted on OTC Link operated

-' by OTC Markets Group, Inc. under the ticker symbol “GRET ?

It appears to the Securities and Exchange Comm1ssron that there is a lack of current and

accurate 1nformat10n concerning the securities of Great Train Store Co. (The) because questions
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~ have arisen as to its operating status, 1f any. Great Ttain'Store Co '(The) 1s quoted nn O't‘C Link
‘ operated by OTC Markets Group, Inc. under the ticker syinboi “GTRNQ.”
It appears to the Securities and Exchange Commtss’ion that -there tis alack of current and
accurate information concerning the securities of Greenleaf Technologles Corp because
| questlons have arisen as to its operating status, if any. Greenleaf Technolo gles Corp. is quoted
on OTC ank_ operated by OTC Markets Group, Inc. under .the tlckelj,symbol “GLFC.”
.It‘appe'ars to the Seeurities and Exchange Commission that there is alack of current and
 accurate infotmation conceming the securities of GreyStone-Digtitai'Technology, Inc. because
' l'questlons have arisen as to its operatmg status if any, GreyStone D1g1ta1 Technology, Inc. is
. " unoted on OTC Link operated by OTC Markets Group, Inc under the tlcker symbol “GSTN »
It appears to the Secuntles and Exchange Commmswn that thetre is a lack-of current and
"'ac'eurate information concerning the securities of Hantet & Henderson Yarns, Inc. because
- questions have arisen as to its operating status, if any Hamet & Henderson Yarmns, Inc. is quoted
- en oT1C Lmk operated by OTC Markets Group, Inc. under the ticker _ayinbol “HHYN.”
| '. It appea:ts to the Securities anct Exchange Cotnmiaéion that there is a lack of current and
accurate int’onnatien concerning the securities of Hai'tz Restaurants International Inc. because
7- quesnons have ansen asto its operatlng status, if any Hartz Restaurants Intematlonal Inc. is
- quoted on OTC Llnk operated by OTC Markets Group, Inc under the tlcker symbol “HR.II ”
" It appears to the Securities and Exchange Comnu_sslon that there i _1_s a lack of current and
accurate information concerning the securities of Hayden.Hall; Inc hecause questions have
arisen as to its operating status, if any. Hayden Hall, In-c".‘ is quoted on OTC Link operated by
OTC Markets Greup, Inc. under the ticker symbol “HYDN. | |
It appears to.the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of HealthRenu Medical, Inc. because questions
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_‘have.ari_sen as to.its operaﬁné status,' if any. HealtllRenu_Medical,lnc. is quoted on OTC Link
operated by OTC Markets Group, Inc. under the ticker symbol “HRUM”

LIt appears to the Securities and Exchange Comrmssmn that there isa lack of current and
accurate 1nforrnat10n concermng the securities of Helronetlcs Inc. because questlons have arisen
as to 1ts operatlng status, 1f any. Helionetics, Inc. is quoted on OTC Lmk operated by OTC
| Markets Group, Inc. under the trcker symbol “HLXC.”
| It appears to the Securities and Exchange Comnnssron that there is a lack of current and
. accurate mfonnatron concerning the securities of Henley Healthcare, Inc, because questrons have
arlsen as to its operatmg status 1f any. Henley Healthcare Inc is quoted on. OTC Link operated
| 'fby OTC Markets Group, Inc. under the trcker symbol “HENL ” |

L _. Tt appears t_o the Securities and Exchange Comrmssron_that there is a lack of current and
: accurate‘infonnation concer‘m'ng- the securities of Hi-Rise Recﬁyclir’rg Systerns, Inc. because
.'questions‘ havearisen as to its operating status, if any Hi‘-RlSe R'ecycling.Systems, Inc. is'quoted
7 -on OTC Lmk operated by OTC Markets Group, Inc. under the ticker symbol “HIRI ”
e It appears to the Securities and Exchange Cormmssron that there isa lack of current and
) 'accurate mformatron conceming the securities of Home Energy Savrngs Corp because questions
have ansen as to 1ts operating status, 1f any Home Energy Savmgs Corp is quoted on OTC Link
operated by OTC Markets Group, Inc. under the ticker symbol “HESV »

It appears to the Securities and Exchange Commission that there isa lack of current and
a_ccurate 1nformat10n concerning the securities of Horne Secunty International, Inc. bécause
quéstlons have. arisen as to its operating status, it‘ any. l{ome Security International, Inc. is
' _quoted on dT C Link operated by OTC Markets Group, Inc. under the ticker symbol “HMSI.”.

It appears to the Securities .and Exchange Comrni_ssion- that there i$ a lack of current and

accurate information concerning the securities of Home Solutions Health, Inc. because questions
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. have arisen as to its operating status, if any. Home Solutions Health, Inc. is quoted onVOT.C_Link '

operated ble"_I“C ‘Markets Group, Inc. uhder the ticker symbol “HSHL.” - ‘
It a'ppearé to the'-‘Secuiities and Exchange Commission that there is alack of currerlt and
accurate mformatlon concermng the secuntles of Home State Holdmgs, Inc because questlons
. have arisén as to its operatmg status; if any. Home State Holdmgs Inc 18 quoted on OTC Link
'operated by OTC Markets Group, Inc. under the ticker symbol “HOMH »? |
: It appears to the Securities and Exchange Commission that .there isa lack of currernt and .
- accurate mformatlon concermng the secuntles of HomeGold Fman01a1 Inc because questions
have arisen as to its. operatmg status, if any. HomeGold Fmanc1a1 Inc is quoted on OTC Link -
operated by OTC Markets Group, Inc. under the ticker symbol “HGFNQ n
Tt appears to the Securttles and Exchange Comr_mssmn t_hat.there is alack of current and
- accurate'iufonhatiori concern-ing the securities of Homeland Holdlng Corp because questions.
-have arisen as to 1ts operatmg status, if any. Homeland Holding. Corp 1s quoted on OTC Lmk | .
' operated by OTC Markets Group, Inc. under the ticker symbol “HMLD ”
It appears to the Securities and Exchange Comrmssxon that there is a lack of current arrd-
accurate mformatlon concernmg the securities of Hubco Exploratlon Inc. because questions-
have ansen as to its operatmg status, 1f any. Hubco Exploratlon Inc. is quoted on OTC Link
operated by OTC Markets Group, Inc. under the ticker symbol “HBCE »
It appears .to the Securities and Exchange Commission th_at_ there is a lack of current and
accurate information 'cohce'rning thel securities of Hungari’an Broadcasting Corp. because
questlons have arisen as to 1ts operating status, if any. Hunganan Broadcastmg Corp. is quoted
on OTC Lmk operated by OTC Markets Group, Inc. under the ticker.symbol “HBCO.”

: It appears to the Securities and Exchange Commission that there is a lack of current and i

accurate information concerning the securities of Huntco, Inc. because questions have arisen as
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toits operat‘ing status, if any. Huntoo, Inc. is quoted on OTC Link operated by OTC Markets '

Group, Inc. under the ticker symbol “HCOIQ o

It appears to the- Secuntles and Exchange Commission that there isa lack of current and _

accurate information concernlng the securities of HyperFeed Technolo gies, Inc. because

_questions have arisen as to its operatmg status if any. HyperFeed Technolog:es, Inc. is quoted

on OTC Lmk operated by. OTC Markets Group, Inc. under the ticker symbol “HYPRQ ”

It appears to the. Securltles and Exchange Comrmssron that there isa lack of current and

' accurate mfonnatlon concermng the secuntres of HyperSecur Corp because questrons have

arisen as to its operatmg status, if any. HyperSecur Corp is quoted on OTC Lrnk operated by

OTC Markets Group, Inc under the ticker symbol “HYUR.”

It appears to the Secuntres and Exchange Cornmrss1on that there s a lack of current and '

'accurate mformatlon concermng the securities of iBX Group, Inc. because questrons have arisen

as to its-operating status, if any. iBX Group, Inc. ts quoted‘ on .OTC Link op‘erated by'OTC
Markets Group, Inc. under the hcker symbol “I}BXG . | | |

It appears to the Secuntres and Exchange Comrrnss1on that there isa Iack of current and
accurate mforrnatron concermng the securities of IFS Intematronal Holdrngs, Inc. because
questions have arisen as to its operatrng status, if any. IFS Internatronal Holdmgs Inc 1s quoted ‘
on OTC Lmk operated by OTC Markets Group, Inc. under the tlcker symbol “IFSH »

It appears to the Securltres and Exchange Commission that there isa lack of current and
accurate information concernmg the securities of IGIA, Inc. because quesnons have arisen as to
its operating status, if any. IGIA, Inc. is quoted on OTC Link ope_rated by OTC Markets Group, - -
Inc. under the ticker symbol “IGAL” | |

"It appears to the Securities and Idxchange Commission that there is a lack of current and

accurate information concerning the securities of ImageMatrix Corp. because questions have
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‘arisen as to its operatmg status if any. ImageMatnx Corp. is quoted on. OTC Lmk operated by

OTC Markets Group, Inc under the ticker symbol “IMCX.”
It appears to the Secuntles and Exchange Comm1ss1on that there is a lack of current and -
- " accurate information concernmg the securities of IMC Mortgage Co. because questlons have
arisen as to its operatmg status, if any IMC Mortgage Co. is quoted on OTC Lmk operated by
OTC Markets Group, Inc under the ticker symbol “IMCC.”
It appears to the Securities aud Exchange Commission that there is-a lack of current and .
accurate mfonnauon concermng the secuntles of IMP, Inc because questxons have ansen as to
its operatmg status, 1f any IMP Inc is'quoted on OTC Lmk operated by OTC Markets Group, .' |
Inc. under the tlcker symbol “IMPX . -
It appears to the Secuntles and Exchange Commission that there isa lack of current and'

accurate mformatmn concemmg the securities of Imperial Credit Industnes Inc because

questions have ansen as to 1ts operatmg status, if any. Impenal Credlt Industnes Inc. is quoted
on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “ICII »
It appears to the. Secuntles and Exchange Commission that there is a lack of current. and
- accurate mfonnatlon concermng the secuntles of IMT, Inc. because questlons have arisen as to
| its operating status, 1f any IMT Inc is quoted on OTC Link. operated by OTC Markets Group,
Inc. under the twker symbol “IMIT »
It appears to the Secuntles and Exchange Commission that there is a lack of current and
accurate mfonnat:lon concermng the secuntles of Inamco Internatlonal Corp because questlons

have arisen as to its operatmg status if any Inamco International Corp is quoted on OTC Lmk

operated by OTC Markets Group, Inc. under the ticker symbol “lICC.”
It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Incomnet, Inc. because questions have arisen as .
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-  to its operating statué, if any. Incomnet, Inc. is quoted on OTC Link operatetl by oTC Mntkets, -
. Group, Inc. under the ticker symbot “ICNT.” | |
It appears to the Securities 'and- Exchange Comxniss_ion that there is a,l,_aclt 6f- cutfént and
accurate in_fonnation concerning the se_:cnﬁtitas.of Industrial Imaging Corp. because questions -
have arisen as to its operating ntams, if any. Industrial Imaging Corp. is quotect on OTC Link
opérated by OTC Markets. Group, Incunder the ticker symbol “INIM.” |
It anpears to the Securities and Exchange Commission that there is a laclt‘t)f 'c't_nrent and
accurate inforrnatton concerning the secu_tities of Industrial Technologies, In(_:. beéétis'e (iu'e_stions
have arisen as to its dntafntixt_g status, if any. Industrial Technologies, Inc. is quoted-on OTC Link
| operated by oTC Marknts Gtoup; Inc nnder-thé ticker symbol “INTE;” | |
It appears to tltc. Secttﬁtiés andExchange Connnission that there is a lack of current and - o
accnrate infnnnatibn"_dnncnmin'g‘ the securities of Innovative Materials; Inc. btﬁcausé dnesttonn =
.. | hatvenrisén as to its one'rat'ing'stntus, ifany. Innovative Materials, Inc. is qﬁo_ted_ori OTC Link - :
ot)cratcd by OTC Markets Group, Inc. "unde'r the ticker symbol “INOMA.”" |
- It appears to tthSétZUIitieS antl Exchange Commission that there is a lack ofcurrent and -
accurate info'r'mation cnncérning ‘the‘secnriti'es of Instruments For Industry, Inc bécauéé (int;ntinns '
have arisen as o its operatlng status, if any. Instruments For Industry, Inc is quoted on OTC
Link operated by OTC Markets Group, Inc under the tlcker symbol “INSE.” -
It appears to the Securmes and Exchange Cornmlsswn that there isa lack of current and

accurate information concerning the securities of In—Systcom, Inc. because questions have anscn

as to its opetating status, if any. In-Systcom, Inc. is quoted on OTC Link operated by OTC
Markets Group, Inc. under the ticker symbol “ISYX.”
It appears to the Securities and Exchange Commission that there is a lack of current a'nd'

. accurate information conceérning the securities of Integrated Information Systems, Inc. because
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| _-_' questions have arisen as to its operating, status, if _'any.-- Integrated Information Systems, Inc. is

. quoted on OTC Link operated by OTC MarketsGroup, Tnc. under the ticker symbol “IISX.”

It appears to the Securities and.Exchange Coinmission that there is a lack of current and
accurate information 'concem'i-ng the securr'ties of Integrated Services Group, Inc. hecause | |
questionsl have arisen as to 1ts ,op_erating status if any.‘ Integrated Services Group, Inc. is quoted

‘on OTC Link operated by OTC Markets Group, Inc. under the tlcker symbol “ISVG.” l
It appears to the Secuntles and Exchange Comm1ssmn that there is a lack of current and
+ accurate information. concermng the secuntles of Integrated Waste Serv1ces Inc. because
.questlons have arisen as to its operatmg status if any. Integrated Waste Services, Inc 18 quotedr
E on OTC Lmk operated by OTC Ma.rkets Group, Inc. under the ticker symbol “IW SI ”
It appears to the Secuntles and Exchange Commission that there is a lack of currcnt and

accurate mformanon concermng the secuntres of INTER*ACT Commumcatlons Inc because

questions have arisen as to 1ts operatmg status, ifany. INTER*ACT COmmumcatlons Inc. 1s
quoted on OTC Lmk operated by OTC Markets Group, Inc. under the tlcker symbol “IAMM
It appears to the Secuntles and Exchange Commrssmn that there is a lack of current and ; |
accurate information concermng the securities of Interactive Medla Technologles Inc because
: quesuons have arisen as to. 1ts operatmg status 1f any. Interactive Medla Technologles ‘Ine. 1s
quoted on OTC Link operated by OTC Markets Group, Inc: under the ticker symbol “IMDI.” |
It appears to the Securmes and Exchange Comnnssmn that there 1s a lack of current and
accurate information COncemlng'the securities of Interactive TeIevision Networks, Inc, because
_questions have arisen as to its -operating status if any. Interactive Television Networks, Inc. ts
: quoted on OTC Link operated by OTC Markets Group, Inc under the tlcker symbol “ITTV.”

It appears to the Securities and Exchange Cornm1ss1on that there is a lack of current and

accurate information oonceming the securities of Intercontinental Holdings, Inc. because ' ' .
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‘ questionshave arisen as to itvs-opera_ting' status, if any Interconﬁnental-ﬁoldings, Tnc. is q_uoted
| on OTC_ Link operated by OTC, Mark_ets Group, Inc. under the ticker symbol “CLH” |
It appears to the Securities and Exchange- .Commis'si_on.that there is a lack ot current and
-:accurate information conceérning the securities of International Building Concepts Ltd. hecause
questions have arisen as to its operating status, if :any._ International Buitding Concepts Ltd. 1s
quoted on OTC Link operated byr OTC Markets .Group-, Inc. under the ticker symbol “IBDG.”
It appears to the Securiﬁes and Exchange Commission that there is a lack of 'cu:trent and
'accurate 1nfonnat1on concemmg the secunttes of International Capital Eqmpment Ltd. because
questlons have arisen as to its operatmg status if any Intematlonal Capital Equlpment, Ltd. is
,quoted on OTC Lmk operated by OTC Markets Group, Inc under the ticker symbol “ICQLF ”
It appears to the Secunt:es and Exchange Comrmssxon that there is a lack of current and- .
' accurate information concernmg the securit:les of Interpharm Holdmgs, Inc. because questlons

- have arisen as to 1ts operatmg status if any. Interpharm Holdings, Inc. is quoted on OTC Lmk

- operated by OTC Markets Group, Inc under the t10ker symbol. “IPAH

It appears to the Securities and Exchange Comm1ssxon that there is a lack of current and _
accurate mform’atton concermng the securltles of Interspeed Inc. because questlons ha\te arisen E
astoits operatmg status, 1f any. Interspeed Inc. 1s quoted on OTC Link operated by OTC.
Markets Group, Inc. under the tlcker symbol “ISPD.” |

It appears to the Secuntles and Exchange Commission that there is a lack of current and
accurate 1nformat10n concerning the secunttes of InterWorld Corp. because questtons have ansen '
as to its operating status, if any. InterWorld Corp is quoted on OTC Link operated by OTC
Markets Group, Inc.-under the ticker symbol “ITWR.”

It appears to the Securities and Exchange,Commission that there is a lack of current and

accurate information concerning the securities of Intrenet, Inc. because questions have arisen as
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' to 1ts operating status 1f any. Intrenet, Inc is quoted on OTC Lmk operated by OTC Markets -
Group, Inc. under the ticker symbol “IRN o

It appears to the Secuntles and 'Exchange Comrmssmn that there is a lack of current and

- accurate information concermng the securities of IPTV. Corp because questlons have arisen as to

a its opérating status, if any. IPTV Corp 1s quoted on OTC Link operated by OTC Markets

' "'Group, Inc. under the ticker symbol “IPTV.”

It appears to the Securities and Exchange Commission that there is a lack of current andi _
accurate xnformatlon concermng the secuntles of Indrum World Commumcatlons Ltd. because .7 N

' .questlons have arisen as to its operatmg status 1f any Iridium World Communlcatlons Ltd.is L
R R quoted on OTC Link operated by OTC Markets Group, Inc under the ticker symbol “IRIDQ » .' _' o

It appears to the: Secunt:les and Exchange Commrssmn that there is a lack of current and - o

accurate mformatwn concerning the secuntres of Istec-Industnes & Technologles Ltd. because"

co quesuons have arisen as to its operatmg status if: a.ny Istec-Industries & Technologies, Ltd. is

:'quoted on OTC Link. operated by OTC Markets Group, Inc under the ticker symbol “ISEF »
It appears to the Secuntles and Exchange Comm1s51on that there is a Iack of current and'

accurate 1nfonnat10n ooncermng the secuntles of IT Group Holdlngs Inc. because questlons

o .'have arisen as to its operatmg status, 1f any IT Group Holdmgs Inc. is quoted on OTC Llnk

o - operated by oTC Markets Group, Inc under the trcker symbol “ITGL.”

It appears to the Secuntles and Exchange Comrrussmn that there is a lack of current and
' ac_curate information concerning the secunnes of J .Rish Group, Inc. (The) because questions |
. have arisen as to its operating status 1f any J Rish Group, Inc (The) is quoted on OTC Lmk

- operated by OTC Markets Group, Inc under the ticker symbol “RISH ”
It appears to the Secuntles, and Exchange Commission that t_here is a lack of current and

. accurate information concerning the securities of JEC Lasers, Inc. because questions have arisen
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o as to its operatmg status, if any. JEC Lasers Inc is quoted on OTC Link operated by OTC

Markets Group, Inc. under the ticker symbol “J ECL.™

It appears to the Securities and Exchange Commlsswn that there is.a lack of current and

accurate: 1nformat10n concerning the securities of J PE, Inc because questrons have arisen as to its
_ operatmg status, if : any JPE, Inc is quoted on 'OTC Link operated by OTC Markets Group, Inc.

y under the ticker symbol “JPEL”

It appears to the Securities and Exchange Cormmsswn that there is a lack of current and

~ accurate mforrnatlon concermng the secuntles of Kentucky Central Life Insurance Co. because
| ‘questlons have arisen as to its operatlng status 1f any. Kentucky Central Life Insurance Co. is" .

ﬂquoted on: OTC Link operated by OTC Markets Group, Inc under the ticker symbol “KENCA.”

It appears to the Securities and Exchange Comm1ss10n that there is a lack of current and

' accurate information. concerning the securltles of Krause s Furmture Inc. because questions have "’
s arisen as to its operating status, 1f any Krause s Furmture 1Inc. is quoted on OTC Link operated

by OTC Markets Group, Inc. under the tlcker symbol “KAUSQ ?

- Itappears to the Securities and Exchange Commrssmn that there is a lack of current and
accurate mformanon concermng the secu.uhes of Kuala Healthcare Inc because questions have
ansen as to its operatmg status, if any. Kuala Healthcare Inc is quoted on OTC Link operated ‘
by OTC Markets Group, Inc. under the ticker symbol “KUAL ” |

It appears to the Securities and Exchange Comnnssron that there is a lack of current and

aceurate 1nf0rmat10n concerning the secuntles of L. A Gear, Inc. because questlons have ansen _

as to its operating status, 1f any L.A. Gear, Inc is quoted on OTC Link operated by OTC

~ Markets Group, Inc. under the ticker symbol “LAGR ?

It appears to the Secuntles and Exchange Comrmssron that there is a lack of current and.

accurate mformatlon concerning the securities of Lady Baltimore Foods Inc. because questions
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o ‘have arisen as to its operating status, if any Lady Baltrmore Foods Inc. is quoted on OTC Link -

operated by OTC Markets Group, Inc under the ticker syrnbol “LDYBA.” -
o It appears to the Secuntles and Exchange Comrmssron that there is a lack of current and
: '.accurate information concemmg the secuntles of LeaseSmart Inc. because quesuons have arisen
| -. . as to its operating status, if any. LeaseSmart, Inc is quoted on OTC Link operated by OTC
E ‘Markets Group, Inc. under the tlcker symbol “LSMJ o
It appears to the Securities and Exchange Comm1ssi0n that,there 1s a lack of current and
- accurate information concerning the secun'ties of -EeXington Healthcare Group Inc. because
- 'questlons have arisen as to its operating status 1f any: Lexlngton Healthcare Group Inc. is
] quoted on OTC Lmk operated by OTC Markets Group, Inc under the tlcker symbol “LEXI »
It appears to the Secunties and Exchange Comm1ssmn that there is a lack of current and

" accurate information concermng the secunties of leerate Technolog[es because questions have

| ,. arisen as to its operating status, 1f any leerate Technologies is quoted on OTC Link operated
_by OTC Markets Group, Inc. under the tlcker symboI “LBTE m
It appears to the Securities and Exchange Comrrnsswn that there is a lack of current and
accurate mforrnatlon concerning the securities of Liberty Group Holdmgs Inc. because questlons
o have arisen as to its operating status, 1f any. leerty Group Holdmgs Inc. is quoted on OTC

_‘ Llnk operated by OTC Markets Group, Inc under the tlcker symbol “LGHI ”

It appears to the Securities and Exch_ange _Cormmsswnthat there is a lack of current and
accurate information concerning the securities of -Liberty International. Entertaimnent, Inc.
because questions have arisen as to its Operating status, l_if any. Liberty International i
Entertainment, Inc. is quoted on OTC Link operated by OTC Markets Group, Inc. under the |

- ticker symbol “LIEL”
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It appears to the Securities: and Exchange Comm1ssmn that there is a lack of current and

e _accurate information concerning the securities. of LINC Capltal Inc. because questions have

arisen as to its operating status, if any. LINC Capital, Inc. is quoted on OTC Link operated by

| OTC Markets Group, Inc. under the ticker symbol ‘-‘LNCC.”

It appears to the Securities and Exchange Comrmsswn that there is a lack of current and

* accurate information concerrung the secuntles of Lmk Energy, LLC because questtons have

- arisen as to its operatmg status, if any Link Energy, LLC1is quoted on OTC Lmk operated by

oTC Markets Group, Inc. under the twker symbol “LNKE

It appears to the Securities and Exchange Cornrmssron that thereisa lack of current and

S accurate information concerning the securities of LOgical_Opnons' Internat:onal, Inc. because
| questions have arisen as to its operating status, if any LogicaiOi)tions International, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc.'under the ticker symbol “LOGO.”

* Tt appears to the Securities and Exchange 3cornrnission that there is a lack of current and

‘ ,_accurate 1nformat10n concerning the securltres of LoglMetrlcs Inc because questlons have

arisen as to its operating status, if any LogiMetncs Inc. is quoted on OTC Link operated by

. OTC Markets Group, Inc. under the ticker symbol “LGMTA ”

It appears to the Securities and Exchange Commlssron that there is a lack of current and

. accurate 1nfonnatxon concerning the secuntles of Lois/U SA Inc. because questions have arisen
as to 1ts operating status, if any. L01s/U SA Inc is quoted on OTC Llnk operated by OTC

‘Markets Group, Inc. under the ticker symbol ‘fLSUS.” .

It appears to the Securities-and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Louisiana Central Oil & Gas Co. because. -
questions have arisen as to its operating status, if any. Louisiana Central Oil & Gas Co. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “LCNTU.”-
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It appears‘ to the Securltles and Exchange Commrssron that there 1s alack of current and
_accurate mformatlon concermng the secu.utres of LoyaltyPomt, Inc because questlons have
arisen as to-its operating status, if any. LoyaltyPomt Inc is quoted on OTC Link operated by

| OTC Markets Group, Inc. under the trcker symbol “LYLP ”

It appears to the Securities and Exchange Commission that there is a lack of current and
- ‘,accurate mformatlon coneerning the securities of LTI Technologles Inc. because questions have
N . arisen as to its operat:mg status, if any. LTI Technologles Inc. is quoted on OTC Link operated

: by OTC Markets Group, Inc. under the ticker symbo] “LTTI o

It ; appears to the Secuntles and Exchange Comm1ssron that there 1s a lack of current and =

accurate mformatlon concennng the secuntles of LTWC Corp because questions have arisen as
-..-to its operatmg status if any, LTWC Corp is quoted on OTC Llnk operated by OTC Markets '.
- :Group, Ine under the ticker symbol “LTWC.”
It appears to the Securities.and Exchange Commlssmn that there is a lack of current and
accurate information concerning the securities of Lucrlle F arms, Inc because questions have
. ,ansen as to its operatmg status, if any. Lucille F arms, In¢. is quoted on OTC Lmk operated by
' O'I‘C Markets Group, Inc. under the ticker symbol “LUCY n
| . It appears to the Securities and Exchange Comrnission- -that,there is a lack of current and
.-aecurate inforrnation conceming the securities of M. POE Ino because questions have arisen as to
| 1ts operating status, if any. M. POS Inc. is quoted on OTC Lmk operated by OTC Markets |
| . Group, Tnc. under the ticker symbol “MPSN ”
It appears to the Securities and -Exchange Commission that there is a lack of current and.
accurate information concerning the securities of Malibu Entertainment Worldwide, Inc. because
| questions have arisen as to its operating status, if any. Malibu Entertainrnent Worldwide, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “MBEW.”
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It appears to the Securltles and Exchange Comnnsswn that there isa Iack of current and

'- ,' ocurate mfonnatlon concerning the securities. of Manne Management Systems Inc. because :
f questlons have arisen as to its operating status if any. Manne Management Systems, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker syrnbol “MMSY.”

It appears to the Securities and Exchange Commlssron that there is a lack of current and

accurate mforrnatton concerning the securities of Marine Sports, Inc. .becau_se guestions have
_ -'aﬁsen as to'its operating status, if any. Marine Sports, Inc. 1s quoted on OTC Link operated by

E OTC Markets Group, Inc. under the tlcker symbol “MRSP ”

It appears to the Securities and Exehange Comnussmn that thereis a lack of current and

S ' accurate mformauon conceming the securmes of Marnet;lcs Broadband Technologles Ltd.
i = because questlons have arisen as to its operatmg status 1f any Marnetlcs Broadband
L ,"Technologres Ltd 1s quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker

' .symbol “MXBTF ”

It appears to the Securltlcs and Exchange Commrssmn that there isa lack of current and

'act:urate mfon_natlon concerning the securities of .Master Woodcratt, Inc. because questions have

K arisen;as to-its o'perating status, if any. Master Woodcraft, Inc. is quoted'_on OTC Link operated

, by OTC Markets Group, Inc. under the ticker symbol “MCFL 7

It appears to the Securities and Exchange Cornrmssron that there is alack of current and

accurate mforrnatlon concerning the securities of Materrals Protection Technologies Inc. because

questiojns have arisen as to its operating status, if any. Matenals Protection Technologies Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “MTXLE.” -

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Matrix Denture Systems International, Inc.

because questions have arisen as to its operating status, if any. Matrix Denture Systems
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_ Intematlonal Inc. is quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker- -

_symbol “N[DSI ”

It appears to the Securities and Ex'change Commissio'n ‘that there is a lack of current and
accurate mformatron concerning the securities of MaxWorldmde Inc because questions have |
ansen as to its operatmg status, if any. MaxWorIdw1de Inc. is quoted on OTC Link operated by
' OTC Markets Group, Inc under the tlcker symbol “MAXW
.- - It appears to the Secuntles and Exchange Comm1ss1on that there is- alack of current and
" ‘accurate information concernmg the securities of Meadowbrook Golf Group Inc. because
‘ questrons have arisen as to its operatmg status if any. Meadowbrook Golf Group Inc. is quoted
"on OTC Lmk operated by. OTC Markets Group, Inc under the tlcker symbol “MGGI »
| It appears to- the Secuntlcs and Exchange- Commlssmn that there 1s a’ lack of current and -
| :.accurate ‘information concemmg the secuntles of Media 100 Inc because questxons have arisen
. as to its operatmg status, if any. Med1a 100; Inc. 1is quoted on OTC Lmk operated by oTC
Markets Group, Inc under the ticker symbol “MDEA » | |

It appears to the Securities and Exchange Commlssmn that there ts alack of current and
_ accurate 1nformat10n coneemmg the securities of Media Log1c, Inc. because questions have
ansen as to its operatmg status, if any. Medla Logic, Inc. 1s quoted on OTC Lmk operated by
_ OTC Markets Group, Inc under the ticker symbol “MDLG ”. B

1t appears to the Securities and Exchange Comrmss:on that there isa Iack of current and

. ‘accurate information concermng the securities of MediaWorx, Inc. because quest:lons have arisen

" asto 1ts operating status if any. MedraWorx Inc.is quoted on OTC Lmk operated by oTC
Markets Group, Inc. under the ticker symbol “MEWX._ :
It appears to the Securities and Exchange Commission that there i3 alack of current and

- accurate information concerning the securities of Medical Sciences, Inc. because questions have

44




B ansen as to its operating status, if 'any.‘ Medical Sciences, In'c;.is:quo_ted Oﬁ. OTG Lmk 'operate'd
by OTC Markets Group_, Inc. under the ticker symbol “MCLS.”

Tt appears to the Securities and Exchange Commission that there is ala_ck' of current and |
accurate' information c'oncerning the securities of Medical Technology.Products Inc. because
-questrons have arisen as to its operatmg status, 1f any. Medical Technology Products Inc. is
"quoted on OTC Lmk operated by OTC Markets Group, Inc. under the tlcker symbol “MTPX.”

It appears to the Securmes and Exchange Commission that there is a lack of current and
accurate mformatlon concermng the securities of Medra Corp. because questlons have ansen as
to-its operating status- if any. Medra Corp. is quoted on OTC Link: operated by OTC Markets

'- Group, Inc under the tlcker symbol “MDRA . | '

STt appears to the Securltles and Exchange Commission that there isa lack of carrent and '
accurate 1nforrnauon concemlng the secuntles of Mega Group, Inc because questlons ‘have.
arisen as to. its joperati‘ng status, if any. Mega Group, Inc. is quo‘t_ed on OTC'Lmk operated by
OTC Markets Group, Inc. under the ticker symbol “MGINQ » o |

It appears to the Securmes and Exchange Comm1ssron that there isa lack of current and
ac'cu_rate infornaation concerning the securities of Mellin Industrres, Inc. because'questlons have
arisen as to its operating status, if any. Mellin Industries Inc. is quoted on OTC Link operated
by OTC Markets Group, Inc. under the ticker symbol “MELL o |

It appears to the Securities and Exchange Comm1ss1on that there is alack of cuitent and
accurate mfoxmatlon concermng the securities of Meridian Soﬂ:ware Inc because questions have

 arisen as to its operatmg status, if any. Meridian Software, Inc. is quoted on O’I‘C Lmk operated
by OTC Markets Group, Inc. under the ticker symbol “MSWL”

It appears to the-Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Merit Studios, Inc. because questions have
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-. . afisen as to its. operatmg status, 1f any Ment Studros Inc is quoted on OTC Link operated by ‘ -
OTC Markets Group, Inc. under the tlcker symbol “MRIT Q ” o | .
. It appears to the Sécurities and Exchange Comn:nsswn that there is a lack of current and
accurate information eoncemrng the securities of Metals Research Group Corp because
questlons have arisen as to its operating status, if any. Metals Research Group Corp 1s quoted
' on OTC Lmk operated by OTC Markets Group, Inc. under the tlcker symbol “MLRA ”
It appears to the Secuntles and Exchange Commission that there is a lack of current and
accurate mformatron-conc’errung the secuntres of Metro Airlines, Inc. beeause questions have
- arisen as to its operating status, if any. Metro Airlines, Inc. is quoted on OTC Link operated by '
| OTC Mafkets Group, Ine' under the tic‘ker symbol “MIEAI ”
Rt appears to the Secuntres and Exchange Commission that there 1s a lack of current and

~ accurate 1nformatron concermng the securities of deasTrade com; Inc because questions have

| arisen as to its. operatmg status 1f any MldasTrade com, Inc is quoted on OTC Lrnk operated

| by OoTC Markets Group, Inc under the ticker symbol “MIDS.”

It appears to the Secuntles and Exchange Commission that there isa Iack of current and

~ accurate 1nformat10n concerning the securities of MILX Group, Inc (The) because questrons have
~ arisen as to 1ts operatmg status 1f any. MIIX Group, Inc. (The) is quoted on OTC Link operated
by OTC Markets Group, Inc under the tlcker symbol “MIIX.”

It appears to the Seeurrtles and Exchange Commission that there is a lack:'of current and

accurate 1nformatron concemmg the securities of Mrmscrrbe Corp. because questlons have arisen

- asto its operatlng status if any. Mlmscnbe Corp. is quoted on OTC Link operated by OTC

' Markets Group, Inc. under the ticker symbol “MINY.”

It a‘ppears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Miravant Medical Technologies because : .
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- questions have arisen as to its. operatmg status, if any. Mrravant Medrcal Technologres 18 quoted .
. on OTC Link operated by OTC Markets Group, Inc. unde thie ticker symbol “MRVT '

It appears to the Securities and Exchange Commrssron that there isa lack of current and
accurate information concermng the securities of Mobile Ready Entertamrnent Corp because -
questions have arisen as to its operatmg status, if any. Mobile Ready Entertainment Corp is
Aquoted on OTC Lmk operated by OTC Markets Group, Inc. under the ticker symbol “MRDY

It appears to the Securities and Exchange Commission that there is a lack of current.and -

‘accurate information coneermng the securrtles of MyGlobalConc1erge com,: Inc hecause -
questions have arisen as to its operatmg status, if any. MyGlobalConcrerge com Inc. is quoted
on OTC Link. operated by OTC Markets Group, Inc. under the ticker sym‘ool “MGCG o

It appears to the Secuntles and Exchange Commrssmn that there is a lack of current and :

accurate 1nformat1on eoncermng the securities of Nahdree Group Ltd. (The). because questlons
. have arisen as to 1ts operatmg status, 1f any. Nahdree Group Ltd. (The) is quoted on OTC Lmk |
operated by OTC Markets Group, Inc. under the ticker symbol “NDRE. ”

It appears to the Secuntres and Exchange Commission that there isa lack of current and
accurate 1nformat10n concenung the securities of Natlonal Cable, Inc. because questrons have |
arisen as to its operatin'g-status, if any. National Cable, Inc. is quoted on OTC Link operated by

- OTC Markets Group, Inc, un'der the ticker symbol “NCAB.” - | | |

It appears to'the Securities and Exchange Commission that there is a lack of current and
accurate mformatron concerning the securities of National Terminals Corp because questions
have arisen as to its operatmg status, if any. National Terminals Corp. is quoted on OTC Link

 operated by OTC ‘Markets Group, Inc. under the ticker symbol “NT RM.”

It appears to the Securities and Exchange Commission that there is a lack of current.and

. accurate information concerning the securities of Nelson (L:B.) Corp. because questions have
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ansen as to its operatlng status 1f any Ne]son (L B.) Corp is quoted on OTC Lmk operated by
OTC Markets Group, Inc. under the ticker symbol “NLBC.”

) It appears to the Secuntxes and Exchange Comrmssron that there is a Jack of current and
accurate information concermng the secuntles of Netlmpact Holdings, Inc. because questlons
have arisen as to its operatlng status, if any. NetImpact Holdings, Inc. is quoted on OTC Link
operated by OTC Markets Group, Inc under the ticker symbol ‘NTHD »

It appears to the Secuntles and Exchange Comm:ssmn that there is a lack of current and
.accurate 1nfonnat10n concernmg the secuntxes of NetObjects, Inc: because questlons have arisen
" asto its operatmg status, 1f any NetObJects Inc is quoted on OTC Link operated by oTC

Markets Group, Inc. under the tlcker symboI “NETO ”

It appears to the Securltles and Exchange Cormmssron that there isa lack of current and

'accurate lnformatlon concermng the secuntles of Netplex Group, Inc. (They because questions
_ have arisen as to its operatlng status if any Netplex Group, Inc. (The) is quoted on OTC Lmk
operated by OTC Markets Group, Inc under the ticker symbol “NTPL.”

It appears to the Secuntles and Exchange Commission that there isa lack of current and
accurate mformatlon concemmg the secuntles of Network Connectlon Inc (The) because
questlons have arisen as to, 1ts operatlng status if any. Network Connection, Inc. (The) is quoted

on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol ”I‘NCXQ i

It appears to the Securltres and Exchange Comrmss:on that there is a lack of current and
accurate 1nfcrmat10n concermng the secuntles of Neuro Bioscience, Inc. because questio'ns have
arisen as to its operating status, if any. Neuro Bioscience, Inc. is quoted on OTG Link operated
by OTC Markets Group, Inc. under the ticker symbol “NRBO.”

Tt appears to the Securities and Exchange Commlssmn that there is-a lack of current and

accurate 1nformat10n concernmg the securities of New York & Harlem Railroad Co because
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: quesnons have arisen as to 1ts operatmg status, if any., New York & Harlem Rallroad Co 1s

: * quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol ‘NYHA

It appears to the Secuntles and_ Ex_change Commission that there is a lack of current and S

_ accurate information concerning the securities of NewGen Technologies, Inc. because questitms R
. have arisen as to its operating status, if any. NewGen Technologies,' Inc. is quoted on OTC Link .

" operated by OTC Markets Group, Inc. under the ticker symbol “NWGN.”

It appears to the Secuﬁties andExchange Commission that there isa lack of current and

accurate information conceming the secun'ties of Next Generation Technolgy Holdings; Inc'

' because questlons have arisen asto 1ts operatmg status 1f any. Next Generatlon Technology '
“Holdings, Inc is quoted on OTC Lmk operated by OTC Markets Group, Inc. under the tlcker

‘ sy'rnbol “NGTHQ ?

‘It appears.to theS'ecurities and Exchange Commission that there is a lack of current andl |
aecurate infonnation concenling the securities of 'Nextrata Energy Inc. because questions have' '
arisen as to its operatlng status if any Nextrata Energy Inc is quoted on OTC Lmk operated by
OTC Markets Group, Inc. under the ncker symbol ‘NXT |

It appears to the Secuntles and Exohange Comrnission that there isa lack of current and
accurate 1nformat10n concemmg the securities of North American Building, Inc. because |
questlons have arisen as to its operatmg status 1f any North American Bmldmg, Inc is quoted
on OTC Link operated by OTC Markets Group, Inc: under the ticker symbol “NABD.”.

It appears to the _Securities and Exchange Commission that there is a lack of current and .
accurate information concerning the securities of Northeast Digital Networks, Inc. hecause :

questions have arisen as to its operating status, if any. Northeast Digital Networks, Inc. is quoted

" on OTC Link operated by OTC Markets Group, Inc. under the ticker -symbol “GSML.”
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It'appeetrs to the St._et:ﬁritiés and E)tchtlnge"Comrtlission that theré isa _lat:k of current and *
accturate infom_latioﬁ concernihg_ tlrler secuﬁties of Nt»rtthint‘ Communications Group, Inc. - ‘ | . |
because questions have arts;ti as to its'operating' status, if any. NorthPoint Con'tmtmicétions
Group, Inc. is quoted on OTC Llnkoperated by OTC Markcts Group, Inc. under the ticker
 symbol “NPNTQ.” c |

It appears to. the Sécur_itieszf and EXctxange Cdntmission tﬁat there is h lack of current and

accurate information concernittg thg secﬁﬁtiés of Nuko Information Systetns, Inc. because
questions hav_e arisen as to its dpérating-status, 1f any. -Nuko Information Sy.;;tems, Inc. is quoted
“on OTC Link opefateti by OTC Markets 'Gr‘q'up, Inc. under the ticker s'ym.bol- “NUK.O.’T: -

It appea.rs. to the .Sécut‘iﬁes ‘atld EJtchénge Commission'thht there.is a lack of current -and'

‘accurate mfoxmatlon ooncermng the secuntles of nVIEW Corp. because questlons have anéen as -

1o its operating status, 1f any nVIEW Coxp 1s quoted on OTC Llnk operated by OTC Markets

Group, Inc. under the tlcker symbol ‘NVUE »

It appears to the Securities and Exchange Comm1ssmn that there is a lack of current and
-accurate information concénutig the secuntles.of Ocean Power Corp. because questlons have
arisen as to its operating status 1f any. Occan Power Corp is quoted on OTC Link operated- by
OTC Markets Group, Inc. under the tlcker symbol “PWREQ.” |

It appears to the Secuntles and Exchange Comn'ussmn that thereis a la(tk of current and
accurate information concerning the secuntles Qf Ohmstar Home Lending LLC because '
questions have arisen as to its opéraﬁrtg status, .if any. Ohmstar Home Lending LLC is quoted on
OTC Link operated by OTC Martcets Group, ._Inc.- under the ticker sjzmbdl “OMST.“

It appears to the Slccun'tie-s and Exchange Comrtlission that there is a lack of current and

accurate information concerning the securities-of Omega Ventures Group, Inc. because questions




_have arisen as to its operating status, if any. Omega Ventures Group, Inc. is quoted om orc

Link operated by OTC Markets Group, Inc. under the ticker symbol “OMGV.”
- It appears to,the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Omni Multimedia Group, Inc. because

_questlons have arisen as to its operatmg status if any. Omni Multimedia Group, Inc. is quoted

"on OTC Link operated by OTC Markets Group, Inc. under the ticker- symbol “OMMG.”

It appears to the Secuntles and Exchange ,Comrmssmn- that there is a lack of current and-

accurate information -concerning the seCurities of One World Nutrition, Inc. because questions

_'have arisen as to its operatmg status 1f any One: World Nutrition, Inc. is quoted on OTC Lmk

operated by OTC Markets Group, Inc under the tlcker symbol “OWDN.”

It appears to the Securitiés, and Exchange Comm1ssmn that there is a lack of current and L

* . accurate information con'cermng-the secuntles of On‘elta Industnes, Inc because questions‘have
 arisen as to its operatmg status, 1f any Onelta Indust:nes Inc: is quoted on OTC Lmk operated o

- by OTC Markets Group, Inc. under the tlcker symbol “ONTAQ.”

It appears to the Securities a_nd Exchange Commission that there is a lack of current and

accurate information conceming the securities of OneLink Corp. because questions have arisen -

" astoits operatmg status, 1f any. OneLmk Corp is quoted on OTC Link operated by OTC

| Markets Group, Inc. under the trcker symbol “OLNK.

It appears to the Secunu_es and Exchange Commiission that there is a 1acklof current and
accurate information conceming the securities ot‘ QneSource Technologies, Inc. because
questions have arisen as to its operating status, if any. OneSource Technologies, Inc-. 1s quoted
on OTC Link operated by OTC Marhets Group, Inc. under the ticker symbol “OSRC.”
| It appears to the Securities and Exchange Commission that there is'a lack of current and

accurate information concerning the securities of 'Open Plan Systems, Inc. because questions
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have arisen as to its operating status"if any. Open Plan Systems, Inc. is quoted on OTC Link
operated by OTC Markets Group, Inc. under the ticker symbol “PLAN Q. -

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information conceming the securities of Optomedic Medical Technologies Ltd. becauseﬁ :

questions have arisen as to its operating,status, if any. Optomedic Medical Technologies Ltd. is

| ‘quoted on-OTC Link operated by.OTC Markets Group, Inc. under the ticker symbol “KPLNE.”

It appears to the Securities and _Eirchange Commission that there is a lack of current and

accurate information conceming the securities of Oriole Systems, Inc. because questions have
arisen as to its operatmg status, if any 01'1016 Systems, Inc. is quoted on OTC Lmk operated by

OTC Markets Group, Inc under the ticker symbol “ORLSF.”

It appears to the Secunties and Exchange Commissmn that there isa lack of current and |

accurate- information concerning the secunties of OTC— Wireless, Inc. because questions have
ansen as to its operating status, 1f any OTC Wn'eless Inc. is quoted on OTC Link operated by :
- OTC Markets Group, Inc. under the tlcker symbol “OTCL ”

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate infounation concerning the securitles of OTR Express, Inc. because questions have
'ansen as to its operatlng status, 1f any OTR Express Inc is quoted on OTC Link operated by
:OTC Markets Group, Inc. under the tlcker symbol “OTRX.”

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Panama Coca-Cola Bottling Co., Inc. because
questions have arisen as tol its operating status; if any Panama Coca-Cola Bottling Co., inc. is
quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “PCOK.”

| - It appears to the Securities and- ExChange Commission that there is a lack of current and

accurate information concerning the securities of Paper Warehouse, Inc. because questions have
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- - arisen as to its operating status if any Paper Warehouse, Inc is quoted on OTC Link operated
* by OTC Markets Group, Inc. under the ticker symbol PWHSQ”
It appears to the Securities and Exchange Commission that‘there isa lack of current and
accurate information concermng the secunues of Pentronics Industnes, Inc because questions
have arisen as to its operatmg status, if any Pentromcs Industnes, Inc is quoted on OTC Link -
. operated by OTC Markets Group, Inc under the ticker symbol “PNTN.”

It appears to the Securities and Exchange Cormmssron that there 1-s a lack of current and
accurate mformation conceming the securities of Phoemx Gold International, Inc. because
questions have arisen as to its operatmg status if any. Phoemx Gold Intematlonal Inc. is quoted .‘

7 '. on OTC Llnk operated by OTC Markets Group, Inc under the tlcker symbol “PGLD.”
It appears to the Secunties and Exchange Comm1ss1on that there isa lack of current and
" accurate information concerning the secunties of Prlot Therapeutics Holdmgs Inc. because
: | -questlons have arisen as to its operatmg status 1f any ‘Pilot Therapeutrcs Holdings, Inc. is
quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “PLTT.”
- It appears to the Secuntles and Exchange Cornnusslon that there is a lack of current and
accurate information concerning the securities of -I;ioneer Commerciai Funding Corp. because _-
. questlons have arisen as to its opmatmg status 1f any Ploneer Cornmercial Funding Corp is.
i quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “PCFC » o

It appears to the Securities and Exchange Commission that there is a lack of current and -

- accurate information concerning the securities of Plastic Recycling, Inc. because questions have

arisen as to its operatlng status, if any. Plastic Recychng, Inc. is quoted on OTC Link operated
by OTC Markets Group, Inc. under the ticker symbol “PLTK ”
It appears to the Secuntles and Exchange Comnnssron that there is a lack of current and

accurate information concerning the securities of PlayNet Technologies, Inc. because questions
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- have arisen as to its- operatmg status ifany. PlayNet Technologlcs Inc is quoted ot OTC Link
operated by OTC Markets Group, Inc. under the tlcker symbol “PLYL”

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate mfonnatlon concermng the secuntles of Pluma, Inc. because questlons have ansen as to
: 1ts operatmg status, if any. Pluma, Inc. is quoted on OTC Link operated by OTC Markets Group,
Tric. under the ticker symbol “PLUAQ.” |

It appears to the Securities and E}tchange Conxmission that Athere isa lack.of current and

. accurate mformatlon concermng the secuntles of PMD Investment Co. because questions have

© - arisen as to its operating status if any, PMD Investment Co. is quoted on OTC Link operated by

- OTC Markets Group, Inc. under the tlcker symbol “PMDI » o

It appears to the Secuntles and Exchange Comrmssmn that there is a lack of current and

el ‘accurate 1nformat10n concerning the secuntles of Port1v1ty, Inc because questions have arisen as -

‘f to- 1ts operatmg status, 1f any. Portivity, Inc is quoted on OTC Link operated by OTC Markets o .
: .Group, Inc under the ticker symbol “BRLS » |
: It appears to the Securities and Exchange ‘(jorhmissiOn that there is a lack of current and
o accurate information concerning the secuntles of Precision Optics, Inc. because questlons have

| ansen as to its operatmg status, if any. Prec131on Optlcs Inc. 1s quoted on OTC Lmk operated by.
. OTC Markets Group, Inc. under the' tlcker symbol “PREO ” |
It appears to the Securities and Exchange Comrnrssmn_ that there is a lack ot‘ current and

' accurate information concerning the securities of Preiss Byron 'MuItirnedia, Inc. because
: questions have arisen as to its operating s'tatus','ri-f_ any. Preiss Byron Multimedia, Inc. is quoted_ |

on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “RSW.”

It appears to the Securities and Exchange Commission that there is a lack of current and

accyrate information concerning the securities of Presidion Corp. because questions have arisen .

54




astoits operatlng status, if any Presidion Corp. is quoted on OTC Lmk operated by OTC

Markets Group, Inc. under the ticker symbol “PSDL”.

It appears to the Secuntles and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Pressure Piping - Components, Inc. because:

_ questions have arisen as to its operating status, ifany. Pressure Piping Components, Inc. is

. quoted on'OTC Link operated by OTC Markets Gr'oup,'Inc;'under_ the ticker symbol “PPCL”

‘ "It"appears to the Securities and Exchange Com'missiou“that there is'a lack of current and

' accurate mformanon concerning the secuntles of Prestlge Graphics, Inc. because questions have

' ansen as.to its operatmg status, if any. Prestige Graphrcs Inc is quoted on OTC Link operated

by OTC Markets Group, Inc. under the ticker: symbol “PGPI »

It appears to the Secuntles and Exchange Cormmssmn that thereis a Iack of current and

K accurate mformatlon concerning the secuntles-'of PreventCo, Ine because questlons have arisen

. as toits operatmg status ifany. PreventCo, Inc. is quoted on OTC Lmk operated by OTC |

Markets Group, Inc. under the ticker symbol “PREV ”

It appears to the Securities and Exchange Comm1ssion that there is a lack of current and °

- ‘accurate'inforrnation- concerning the securities of PrimePlajfer Incorporated because questions

' 3have ansen as to 1ts operatmg status, if any. anePlayer Incorporated is quoted on OTC Link

operated by OTC Markets Group, Inc. under the tlcker symbol “PPYR »

It appears to the Securities and Exchange Commlssmn that there is 2 lack of current and

accurate information concerning the securities of Princeton American Corp. because questions

have arisen as to its operating status, if any. Prineeton American Corp. is quoted on OTC Link
operated by OTC Markets Group, Inc. under the ticker.symbol “PAMC.”
It appears to the Securitics and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Princeton Chemical Research, Inc. because -
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R _questlons have arisen as to its operatmg status, 1f any Pnnceton Chermcal Research Inc is

- | quoted on OTC Link operated by OTC Markets Group, Inc under the tlcker symbol “PRCH.”
It appears to th_e Securities and Exchange Comrmssmn that there is a lack of current and’
accurate information concerning the securities of Pro'MedCo  Management -Co-' because questions
. have arisen as to its operating status, if any. ProMedCo Management Co is quoted on OTC Lmk.
operated by OTC Markets Group, Inc under the ticker symbol “PMCOQ.” |
oIt appears to the Securities and Exchange Commission that there is a lack of current and
B accurate information conceming the securities of Ptoteﬁon Corproation 'laecausequestions have
:. arisen as to its operatmg status if any. Proterion Corporatlon is quoted on OTC Link operated
5 "by OTC Markets Group, Inc. under the txcker symbol “PROL” : o
- It appears to the Securities and Exchange Comm1sswn that there is alack of current and

accurate mformatlon concerning the securities of Pubhc Semce Investment & Management

- Corp -B-ec'ause 'questions have arisen as to its operating status, if any; Public Service Investment
f ) & Management Corp. is quoted on OTC Link opefated- by CTC Markets Group, Inc. under the .,
. tlcker symbol “PSIM.” | | |
It appears to the Securities and Exchange Comrmss1on that there isa lack of current and
" .accurate mformatlon concerning the secuntles of Pubhshers Equlpment Corp. because questions

- have ansen as to its operating status, if any. Pubhshers _Eqmpment Corp. is quoted on OTC Link

“operated by QTC Markets Group, Inc. under the ﬁcker symbol -“PEQU.”
It anpears to the'Securiti_es and Exchange Comnﬁssion that there is a lack of current and
- acc'urate information concerning the securities of Pure Vanilla.-eXchange, Inc. because questions
_' " _ have arisen as to its operating status, if any. Pure Vanilla eXchange, Inc. is quoted on OTC Link

operated by OTC Markets Group, Inc. under the ticker symbol “PVNX.”




: It appears tothe Securities and Exchange CommtsSion that there is-a lack of current and

: a‘ccurate 3infonnation conceming the securities of Quality'Data Processing, Inc. because
'questtons have arisen as to its operatmg status, if any. Quahty Data Processmg, Inc.is quoted on

- OTC Llnk operated by OTC Markets Group, Inc. under the tlcker symbol “QDTA ”

- It appears to the Secuntles and Exchange Comn'nssron that there is a lack of current and

) accurate information concerrnng the securities of Radio World Corp because quest:lons have

ansen asto 1ts operating status if any Radio World Corp is quoted on OTC Lmk operated by

OTC Markets Group, Inc under the tlcker symbol “RAWO ”

‘x

It appears to the Secuntles and Exchange Comm1ssmn that there isa lack of current and -

accurate 1nformatlon conoermng the secuntles of Receptors Inc. because questions have arisen
- as’ s to'its operatmg status, if any. Receptors, Inc. is quoted on OTC Llnk operated by OTC

. :_Markets Group, Inc under the ticker symbol “RCRS.” " .

It appears to the Securlnes and Exchange Comrmssmn that there is a lack of cutrent and -

' accurate mformatlon concerning the securities of Regent Assrsted L1v1ng, Inc because questions - .

have ansen as to 1ts operating status, if any. Regent Ass1sted L1v1ng, Inc. is. quoted on OTC Link

_ _operated 'bY,- OoTC Mark_ets_ Group, Inc. under the ticker syrnbol -“R_GNT.”

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Renaissance Capital Group, Inc. because
~ questions have arisen as to its operating status, if any. Renaissance Capital Group, Inc. is'.quoted

on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “RNCG.”

It appears to the Securities and Exchange COmrnission.that t_here is a lack of current and

.accurate information concerning the securities of Response Otx_oblog'y, Inc. because t{uestions

" have aﬁsen as to its operating status, if any. Response Oncology, Inc. is quoted on OTC Link

operated by OTC Markets Group, Inc. under the ticker symbol “ROIX.”
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It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information conceming the securities of Robomatix Technologies_ Ltd. because
- questions have arisen as to its operating status, if any. Robomatix Technologies Ltd. is quoted
on OTC Link operated by OTC Mérkets Group, Inc. under the ticker symbol “RBMXEF.”

It appears to the Securities and Exchange; Commission that there is a lack of current and
accurafe information concerning the securities of Rodman & Renshaw Capital Group, Inc.
beéause questions have arisen as to its operating status,. if any. Rodman & Renshaw Capital
Group,_Inc. is quoted on OTC Link Qperéted by OTC Markets Group, Inc. under the ticker
" symbol “RRSHQ.” |

rIt appears to the Securitie§ and Exchange Commission that there is é lack ‘(l)f current and
~ accurate information concerning the securities of Room Plus, Inc. because quéstio'ns have arisen
as to its operatirig‘statu_s, if any. Room Plus, Inc. is quoted on OTC Link operated by OTC
Markets Group, Inc. under the ticker symbél “PLSSQ.” |

It appears to the Securities and Exchange Commission that th_eré is a lack of currenf and
accurate information concerning the securities of Royal Palm Beach Colony, L.P. because
questions have arisen as to its operating statu;s, if any. Royal Palm Beach Colony, L.P. is quoted
on OTC Link operated by OTC Markets Gfoup, Inc. under the ticker symbol “RPAML,” |

It appears to the Securities and Exchal_lge Commission that there is a lack of c_urren£ and
accurate information conceming the securities of R-T ec Holding, Inc. becaﬁse questions have
arisen as to its operating status, if any. R-Tec Holding, Inc. is quoted on OTC Link operated by
OTC Markets Group, Iri;:. under the tickér sﬁnbt_)l “RTHG.” |

It appears to the Securities and Exchange Commis;sipn that theré is a lack of current and

accurate information concerning the securities of RxBazaar, Inc. because questions have arisen
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as 1o its operating status, if any. RxBazaar, Inc. is quoted on OTC Link operated by OTC -
Markets-GroUp, Inc. under the ticker symbol “RXBZ.” |

It appears to the Securities and ExchangeCommission that there is a lack of current and

accurate information concerning the securities of Sanders Confectionary Products, Inc. because

- . questions have arisen as 1o its operating status, if any. Sanders Confectionary Products, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker ‘Syr.'nb'ol ‘,‘ASD_CF.” :

It appears to.the Securities and Exchange Commission that there is a lack of current and

.accurate infonnation concerning the securities of Security Asset Capital Corporation,because .

- _questlons have arisen as'to 1ts operatmg status, 1f any. Securlty Asset Cap1ta1 Corporatlon 18

quoted on OTC Lmk operated by OTC Markets Group, Inc. under the trcker symbol “SCYA.”
It appears to the Secunttes and Exchange Comm1ssron that there isa lack of current and
accurate 1nformat10n concermng the securities of Seller Pollutlon- Control Systems : Inc. because g

questlons ‘have ansen as to 1ts operatmg status, if any. Serler Pollutlon Control Systems; Inc is

'quoted on OTC Lmk operated by OTC Markets Group, Inc. under the ticker symbol “SEPE.”

It appears to the’ Secuntres and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Sequel: Technology Corp. because questions

have arisen as to its operating status, if any. -Sequel Technology' Corp.' is: quoted on OTC Link

operated by OTC Markets Group, Inc. under the ticker symbol “SEQL ? o

It appears to the Secuntles and Exchange Comrmssmn that there is a lack of current and

. accurate information conceming the securities of Shallbetter VIndustries, Inc. because questions

have arisen as to-its operating status, if any. Shallbetter Industries, Inc. is quoted on OTC Link

operated by OTC Markets Group, Inc. under the ticker symbol “.SB..N'S.”_ '

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Silverado Foods, Inc. because questions have
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-ansen as to 1ts operatmg status 1f any Sllverado Foods Inc. is quoted on OTC Llnk operated by

‘ OTC Markets Group, Inc. under the ticker symbol “SVFO.”
o It appears to the Secur'rtles and Exchange Commission that'there is a lack of current and
accurate 1nformat10n concermng the securities of Silvercrest Corp. because questlons have arisen
© astoits 0perat1ng status if any S1lvercrest Corp. is quoted on OTC Link operated by OTC
Markets Group, Inc under the tlcker symbol “SLVL”
It appears to the Securities and Exchange Commission that therels alack of current and
. accurate 1nformat1on cencermng the secuntres of Slmmons-Boardman Pubhshmg Corp ' because
questlons have ansen as to its operatlng status if any. Slmmons-Boardman Publlshmg Corp. is |
: :quoted on. OTC Lmk operated by OTC Markets Group, Inc. under the tlcker symbol “SBPG.”
It appears to th'e,Secuntles and Exchange Cornmlssron that -there_ls a lack of currentand

accurate infonnation concerning the securities of SimPlayer.com Ltd. .‘hecause questions have

| aﬁsen as to its'operat‘ilng. status, if amy. SimPlayer.com Ltd. is quoted on OTCLlnk operated by
OTC Markets Group, Inc. under the ticker symbol “SMPLF.” o

It appears to the SCCUl‘ltICS and Exchange Commission that there 1s a lack of current and
accurate 1nformat10n.concerrung the secuntles of SISCOM Inc. because questlons have arisen as -
to its operatmg status, if any SISCOM Inc. is quoted on OTC Link operated by OTC Markets
Group, Inc. under the trcker symbol “SATL”

It app_e_ars to the Securities and Exchange Commission that there ts a lack of current and
accurate information 'concerningthe securities of SiVault Systems, Inc. .‘because-questions' have
arisen as to 1ts operatmg status if any. SiVault Systems, Inc. is quoted on OTC Lmk operated by
OTC Markets Group, Inc under the ticker symbol “SVTLQ ”

It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of SmarTalk TeleServices, Inc. because questions
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have arisen as to its operatmg status, 1f any SmarTaIk TeleSemces Inc. is quoted on OTC Link -

- operated by OTC Markets Group, Inc. under the tlcker symbol “STKTQ ” o

It appears to the Securities-and Exchange Commission that there isa lack of current and

_accurate information concerning the securities of Smith Corona Corp. because questions have .
arisen as to its operating status if any Smith Corona Corp. is quoted on OTC Llnk operated by

- OTC Markets Group, Inc. under. the ticker symbol “SITM.”

| It appears to the' Securities and Exchange Commission that there is a lack of current and

: accurate information conceming the securities of Smith Technology Corp. because -questions '
have arisen as to its operatlng status, if any. Smith Technology Corp is quoted on OTC Lmk

' operated by OTC Markets Group, Inc under the ticker symbol “SMTQQ »

It appears to the lSecuntle's. and Exchange Commission t_hat there is a lack of current and

accurate information concerning the securities of SMX Corp. because questions have arisen as to

its operating status, it any. SMX Corp. is quoted on OTC Link operated by OTC Markets
Group, Inc. under the ticker symbol “SMXP.”
It appears to the .Securities and Exchange Commission that there isa lack of current and

accurate mformatron concemlng the secuntles of Solo Serve Corp because questlons have arisen

~ astoits operatmg status 1f any Solo Serve Corp. is quoted on OTC Lmk operated by OTC

Markets Group, Inc under the tlcker symbol “SSVR.”
It appears to the Secuntles land Exchange Commission that there is-a lack of current and

accurate information concerning the securities of Speaking Roses Intemational, Inc. because

questions have arisen as to its operating status, if any. Speaking Roses International, Inc. is

quoted on OTC Link oper'ated‘by OTC Markets Group, Inc. under the ticker symbol “SRIL”
It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concerning the securities of Specialty Chemical Resources, Inc. because
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- questions have arisen 'as to its operatmg status, if 'any Specralty Chemical Resources Inc. is
| : quoted on' OTC Link operated by OTC Markets Group, Inc under the tlcker symbol “SCCS ”
. It appears to the Securrtles and Exchange Commission that there is a'la_ck of c_urrent and-- :
accurate information conceming the securities of Spectrum Oil Corp. because questions have :
.' - arisen as to its operatlng status, if any. Spectrum oil Corp is quoted on OTC Lmk operated by

OTC Markets Group, Inc. under the ticker symbol “SPOC ?

It appears to the Secuntles and Exchange Commission that there is a lack of current and -

accurate mformatron concernmg the secunttes of Spotllght Homes Inc. because questrons have

o arisen as to its operatmg status if any Spothght Homes, Inc. is quoted on OTC Lmk operated o

by OTC Markets Group, Inc under the trcker syrnbol “SPHM »

It appe_ars to t_he S_ecuntres and Exchange (_:ommrssron that there isa Iack_ of cu.rreht'and-
accurate information concerning the s_ecurities of Star Entertainment Group, Inc.‘hecause '

' questrons have arisen as. to its operatlng status, if any Star Entertainment. Group, Inc is quoted ‘
on OTC Link. operated by OTC Markets Group, Inc under the ticker symbol “SREN n .

It appears to the Securrtles and Exchange Comm1ssron that thereisa lack of current and
accurate mformatlon concermng the securities of Stars To Go, Inc. because questlons have arisen
astoits operatmg status, 1f any Stars To Go Inc. is quoted on OTC Link operated by OTC |
. Markets Group, Inc. under the ticker symbol “STGO.”

It appears to the Securities and Exchange C_ommissr'on that there is a lack of current and
accurate information concerning the Securities of Sterling Business Solutions Inc. 'because ‘
questions have arisen as to its operatmg status ifany. Sterhng Business Soluuons Inc. is quoted

on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “STLB.”

It appears to the Securities and Exchange'COmmission that there is a lack of current and.

~ accurate information concerning the securities of Storage Computer Corp. because questions
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| have arisen-as to its operatlng status 1f any, Storage Computer Corp. is quoted on OTC Lmk ‘

| ‘operated by OTC Markets Group, Inc. under the tlcker symbol “S0S0.”

- Itappears to the Securities and Exchange Comrmss1on that there is a lack of current and
accurate information concerning the secunues of Stratcomm Media Ltd. because questlons have

arisen as to its operating status if any. Stratcomm Media Ltd. is quoted on OTC Link operated

o by OTC Markets Group, Inc under the tlcker symbol “SMMT.”

It appears to the Secuntles _a_nd Exchange Commlssion that there is a lack of current and -

~ accurate information concernmg the secuntles of Summit Life Corporation because questlcns :

L have arisen as to its operatmg status if any Summlt Life Corporatlon 1s quoted on OTC Lrnk

operated by OTC Markets Group, Ine. under the ticker symbol “SMLF.”

It appears to the Secuntres and Exchange Commission that there is a Iack of current and L

-accurate information concermng the securities of Sundance Homes, Inc. because questrons have

atisen as to its operating status 1f any Sundance Homes, Inc is quoted on OTC Lmk operated

- by OTC Markets Group, Inc under the t1cker symbol “SDHM.”

It appears to the Secuntles and Exchange Comrmssmn that there is a lack of current and B
accurate mforrnatlon concermng the secu.ntles of Sungroup, Inc. because questions have : arisen
as to its operating status if ; any Sungroup, Inc. is quoted on OTC Link operated by OTC
Markets Group, Inc. under the {t__rcker symbol “SGUP.” ,

It appears to the Securities_ and -Exchange Commission that there is a lack of current and

'accurate information concemmg the secuntres of Sunstyle Corp. because questions have arisen

. as to ifs operating status, 1f any Sunstyle Corp. is quoted on OTC Link operated by OTC

Markets Group, Inc. under the ticker symbol “SSCO.”.
It appears to the Securities and Exchange Commission that there isa lack of current and

accurate information concemning the securities of SVC Financial Services, Inc. because questions
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E have arisen as to its operatmg status, 1f any SVC Flnancml Services, Inc. rs quoted on OTC .
_Lmk operated by OTC-Markets Group, Inc under the trcker symbol “SVCX »

It appears to the Securltles and Exchange ‘Commission that there isa lack of current and
accurate information concerning the securities of Sykes Datatronics, Inc. because questlons have
: ansen as to its operatmg status if any Sykes Datatronics, Inc. is quoted on OTC Link operated
by OTC Markets Group, Inc. under the trcker symbol “PSYC n

It appears to the Secuntles and Exchange Comnnsswn that there is a lack of current -and
accurate mformat10n concermng the secuntles of Techthe Inc because questions have ansen as
to its operatmg status, if any. TechLite, Inc is quoted on OTC Link operated by OTC Markets
Group, Inc. under the ticker syrnbol “THLT. |

It appears to the Securities and: Exchanée Commission that there is a lack of current and

accurate information con‘cermng the secunt_les of Telcoa International Corp. because questrons x

‘have arisen as to its operating-status, if any.l Teicoa International Corp. is quoted on OTC. Link -

operated by OTC Markets Group, Inc. under the tlcker symbol “TCOA.”
It appears to the Secuntres and Exchange Comm1ssmn that there is a lack of current and

accurate mformatron concernmg the securities of Teledlgltal Inc. because questrons have ansen

as to its operanng status, if any. Teledlgltal Inc. 1s quoted on OTC Lmk operated by OTC

- . Markets Group, Inc. under the ticker symbol “TLDG ”?

It appears to the Secuntles and Exchange Comrnlssmn that there is a lack of current and
accurate information concerning the securities of Teletrak Environmental Systems, Inc. ‘because
questions have arisen as to its operating status, if any. Teletrak Environmental Systems, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker syrnbol “TAES.”

It appears to the Securities and Exchange Commission that there is a lack of current and . -

accurate information concerning the securities of Tellurian, Inc: because questions have arisen as.
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ot
to 1ts operating status, xf any.- Telluﬁmr,-‘InC; _i's-_quoted' on lO,TC Ltnk'operated by O'fC Markets - |
. : Group, Inc.- under the ticker symbol-_“TLRN.” |
| | It appears to the Securities and' Exchange 'Cornmission .that there is a lack of current and
= accurate mformatlon concerning the securities. of TeraForce Technology Corp. because questlons
' have arisen as to its operating status, 1f any TeraForce Technology Corp is quoted on OTC.-
- - Link operated by OTC Markets Group, In‘c. .Under"t_he ticker symbol “TERA.”
- It appears to the Securities:-'and Enchange Corn'nnssion that there is a lack of current and
- accurate tnformation concerning the.-secuﬁﬁes-of Tennmal Applications Group, Inc. because
lques‘tions have arisen as to its operating;st'atu.s,. it' any ‘Terminal Applications Group, Inc. is 7.
| quoted on OTC Link operated by.'OT(_“l,“fMarlc__ets Group_, Inc under theticker symbol “TAGI.?;- . L |
-' Itappears to the .S'ecuritiesand Exchange .Con'lmission that there is a lack of current and |
e accurate mfonnatlon concemmg the secuntles of Top Air Manufacturmg, Inc. because questlons '
. - ;have arisen as to 1ts operating status if any Top A1r Manufactunng, Inc. is quoted on OTC Lmk
| -'.l‘operated- by OTC Markets Group, Inc. under the _tlcker symbol “’I‘PAM.
| It appears to the Secmities and Exchange éomrnission that there is a lack of current and :
accurate information concermng the secuntles of Trans World An'hnes Inc. because questlons
rihave arisen as to its operatmg status 1f any Trans World Alrlmes, Ing. is quoted on OTC Llnk
| .-operated by OTC Markets Group, Inc under the tlcker symbol “TWAIQ.” |
It appears to the Secuntles and Exchange Comnnssron that there is a lack of current and.
accurate information concermng the securltles of Transco Realty Trust because questions have.
| arisen as to its operatmg status, if any. Transco Realty Trust is quoted on OTC Link operated by
OTC Markets Group, Inc. under the tleker symbol “TCRTS.”.
It appears to the Securities.and Exchange Commission that there is a lack of current and

. . accurate information concerning the securities of Trans-Industries, Inc. because questions have
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ariséri as to its operatmg status, if any. Trans—Industnes Inc is quoted on OTC Link operated by O .

OTC Markets Group, Inc. under the ticker symbol ”I‘RNIQ »
it appears to the Securities and Exchange Comn_nsswn_ that there is a lack of current and-
B accurate information concerning the securities.o'f' Transportation Corn‘ponents, Inc. because
' questions have arisen as to its operating' s_tatus, if any. Transpoﬁation Components, Inc. is
| quoted on OTC Link operated by OTC Markets Group,_Inc.. under the ticker aymbol “TUIC.-” -
It appears to the Securities and Exchange Con'nnission that there is a lack of current 'and -
accurate information concerning the secuntles of TRISM Inc because: questlons have arisen as
to its operating status ifany. TRISM, Inc is quoted on OTC Link operated by OTC Markets
' Group, Inc. under the. trcker symbol “TSMX
It appears to the Securities and Exchange_Commias_ion that there is a lack of current and -

 -accurate information concerning the securities of TVC Telecom, Inc. because questions have -~

ar arisen as-to its operating status, if any. TVCl Telecom Inc. is quoted on OTC Link operated by . -
h OTC Markets Group, Inc. under the t1cker symbol “TVCE ”
| It appears to the Securities and Exchange Comm1ss1on that there is a lack of current and'
‘accurate information concermng the secuntles of U. S A:Floral Products Inc. because questions
| have arisen as to its operating status, 1f any U S A Floral Products Inc is quoted on OTC L1nk _
l, _' operated by OTC Markets Group, Inc. under the txcker syrnbol “ROSL” |
| It appears to the Securities and Exchange Cormn1ss1on that there is a lack of current and
accurate information concerning the secu'n'ﬁes ot' UMC Electronics Co. because questions have
arisen as to its operating status, if any. UMC Electronjcs Co. is quoted on OTC Link operated b&
. OTC Markets Group, Inc. under the ticker symbol “UMCE.”

It appears to the Securities and Exchange Commission that there is a lack of current and I

accurate information concerning the securities of UniCapital Corp. because questions have arisen
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' _ .as to its operatmg status, if any UmCapltaI Corp. is quoted on OTC Lmk operated by OTC

-Markets Group, Inc. under the ticker symbol “UCPC »

,._It appears to the Secuntles and Exchange Commissioa that there is a lack of current and

- accurate information concernmg the securities of Umglobe com Inc. because questlons have
: ansen as to its operating status, rf any. Umglobe com Inc is quoted on OTC Link operated by

- OTC Markets Group, Inc. under the ticker syrnbol “UGTRF.”

It appears to the Secuntles and Exchange Comm:ssron that there isa Iack of current and

| ~accurate mformatlon concermng the securities of UnionF. ed Financial Corp, because questlons
- -have arisen as to its operating status, if any UmonF ed Fmancral Corp. is quoted on OTC Link -

: operated by OTC Markets Group, Inc. under the tlcker symbol “UNFD »

It appears to the Securities and Exchange Commrssron that there is a lack of current and

. 'accurate 1nformat10n concermng the secuntres of Umson HealthCare Corp because questrons
' 'have arisen as to its operatmg status, if any. Umson HealthCare Corp 1s quoted on OTC Lmk

| operated by oTC Markets Group, Inc. under the tlcker symbol “UNHC »?

It appears to the Securities and Exchange Commrssmr_r-that there 1s a lack of current and

. accurate information eonceming the securities of Unitel Video, Inc. because questions have
' ansen as to its operating status, if any. Umtel Vrdeo Inc. is quoted on OTC Link operated by

. IOTC Markets Group, Inc. under the trcker symbol “UTLV.”

It appears to the Securities and Exchange Cornmissiorr that there is a lack of current and

- accurate information concerning the securities of -Un;iverCell Holdings, Inc. because questions

have arisen as to its operating status, if any., UniverCell Holdings, Inc 1s quoted on OTC Lmk
operated by OTC Markets Group, Inc. under the ticker symbol ‘UVCL ”
It appears to the Securities and’ Exchange Conimissio_n that there is a lack of current and

accurate information concerning the securities of Universal Automotive Industries, Inc. because

67




.questrons have ansen as to its operating status 1f any. Umversal Automotlve Industries, Inc. is

' quoted on OTC Link operated by OTC Markets Group, Inc. under the trcker symbol “UVSLQ.”
It appears to the Securities and Exchange Comm1ss1on that there isa lack of current and
accurate: 1nformat10n concerning the securrtres of Value Added Commumcatlons, Inc. because

questlons have arisen as to its operating status, if any.’ Value Added Commumcatrons, Inc. 18

T quoted on OTC Link operated by OTC Markets Group; Inc.-.under the ticker symbol “VACL.”

It appears to the Securities and ExchangeCommission that there is a lack of current and

o accurate mformatlon concerning the securmes of VECTRA Technologles Inc because questlons .

" have arisen as to its operatmg status, 1f any. VECTRA Technologles Inc 1s quoted on OTC

o " accurate mfonnatlon concerning the securities of VIA NET WORKS Inc. because questlons '

':‘ , have ansen as to 1ts operating status, if any. VIA NET WORKS Inc. is quoted on OTC Lmk

Link operated by OTC Markets Group, Inc. under the t1cker symbol “VCTRQ »

It appears to the Secunt:les and Exchange Comm1ss1on that there is alack of current and

operated by OTC Markets Group, Inc. under the t1cker sym‘ool “VNWI g
It appears to the Securities and Exchange Cormmssxon that there is a lack of current and
_accurate information concerning the secuntles of V1e Fmancral Group, Inc. because questlons
‘have arisen as to its operatmg status, 1f any. Vie F1nanc1a1 Group, Inc. is quoted on OTC Lmk
: operated by OTC Markets Group, Inc. under the t1cker symbol “VIFI.”

- ltl’appears to the Securities and Exchange’Conuu‘iasio_nthat there is a lack of current and _
-accurate ihfonuation concermning the securities of VVl'ral Response Systems, Inc. because
questions have arisen as to its-operating status, if any. Viral- Response Systems, Inc. is quoted on
'OTC Link operated by OTC Markets Group, Inc. urlder the ticker symbol “VRSL” |

It appears fo the Securities and Exchange Commission that there is a lack of current and l '

accurate information concerning the securities of Viseon, Inc. because questions have arisen as
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to its operatmg status, 1f any. Vlseon Inc. is quoted on OTC Lmk operated by OTC Markets | |

i Group, Inc. under the ticker symbol “VSNI »

- - It appears to the Securities and Exchange Commission that there is a lack of current and

accurate mformatlon ooncemmg the securities of Vlslcom Intematlonal Inc. because questions

L have arisen as to its opcratmg status, if any Visicom Intemauonal Inc is quoted on OTC Link

S operated by OTC Markets Group, Inc. under the ticker symbol “VSCM i

~ It appears to -the Securities and Exchange Comrmssmn that there is a lack of current and

-accurate information concerning the securities of Vision Techn_ology_ Corp. because questions
o haue arisen' as to its operating status, if any. 'Vision-Technolo gy Corp is quoted on OTC Link

s ""-'operated by OTC Markets Group, Inc. under the trcker symbol “VSTCQ ”

- It appears to the Securities and Exchange Commlsswn that there is a lack of current and

- '.'accurate mfonnatron concemmg the securities of Vision Twenty—One Inc. because questions
3 . have ansen as to its operating status, if any. Vision Twenty-One Inc. is quoted on OTC Link

'operated by OTC Markets Group, Inc. under the ticker symbol “EYES .

It appears to: the Securities and Exchange Commlssmn that there is a-lack of current and

accurate information concemmg the secuntres of Vlstula-Conunumcatlons Services, Inc. because
- questlons have arisen as to its operatmg status, if any. Vlstula Commumcatlons Services, Inc. is

S quoted on OTC Link operated by OTC Markets Group, Inc. under the tlcker symbol “VSTL.”

- It appears to the Securities and Exchange Comrmsslon that there is a lack of current and

accurate information concerning the securities of VR Business Brokers, Inc. because questions

-_" have arisen as to its operating status, if any. VR Business Brokers, Inc. is quoted on OTC Link

operated by OTC Markets Group, Inc. under the ticker symbol “VRBB.”

It appcars to the Securities and Exchange Commission that there is a lack of current and

- accurate information concerning the securities of Washtenaw Group, Inc. (The) because
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- questions have arisén as to its operating status, if any. Washtenaw Group, Inc. (The) is quoted

‘on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “TWHR.”
| I-t'appears tothe Securities and Exchange Commission that there is a lack of current and
' _ iacc-urate information concerning the securities of Wat'chit‘ M_edia_, Inc because questions have
E V‘aris'en_ras to its operating status, if any. Watchit Media,-- Inc;'is ouoted on OTC Link operated by
: OTC Markets Group, Inc. under the ticker symbol “WMDA ”
- It appears to the Secuntles and Exchange Comrmssmn that there is a lack of current and
| : accurate mformat:lon concermng the secuntres of Wavex Internatlonal Inc. because questlons
have arisen as to 1ts operatmg status 1f any. Wavex Internatlonal Inc is quoted on OTC Lmk
“ roperated by OTC Markets Group, Inc. under the trcker symbol “WVXI ”o |
S It _appea_rs to thie Securm_es and Exchange Comm1s51on that there is a lack-of current and -

* accurate infonn‘a_tion conceming the securities of .Wayne’s Famous Phillies, Inc. because

N '.questlons have arisen as to its operating status if any. Wayne s Famous Ph1111es Inc. is quoted.

on OTC L1nk operated by OTC Markets Group, Inc. under the tlcker symbol “WFPL”

It appears ‘to the Securities and Exchange Comrmsswn that there is a lack of current and
} accurate mformatlon concernmg the securities of West Coast Entertainment Corp. because : .
-questrons have ansen as to its opcratmg status if any West Coast Entertamment Corp is quoted
| .on OTC Link operated by OTC Markets Group, Inc. under the trcker symbol “WCEC ”
It appears to the Securities and Exchange Comrmssxon that there is a lack of current and
.accurate 1nfortnat10n concemmg the securities of W_estbury Me_tals Group; Inc. because questions
"have arisen as to its operating status, if any. _Westbury_ Metals G_roup, Inc. is quoted on OTC
Lmk operated by OTC Markets Group, Inc. under the ticket symbol “WMET.”
It appears to -the Securities and Exchange Conjmission that there is a lack of current and
i ®

accurate information concerning the securities of Wilshire Technologies, Inc. because questions
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have arisen as to its operatlng status if any Wilshire Technolog;es Inc. is quoted on OTC Link |

._operated by OTC Markets Group, Inc. under the tlcker symbol “WILK »

Tt appears to the Secuntles and Exchange Comrmssmn that there is a lack of current and

: _accurate mformatron concemmg the securities of Winfield Capital Corp because questions have

arisen as to its operatmg status, if any. Wmﬁeld Capltal Corp. is quoted on OTC Lmk operated
by O_TC Markets Group, Inc. under the ticker symbol “WCAP.” -

. It'appears to -the Securities and Exchange Commission:that there is a Iack of current and

~ accurate mformatron concermng the securities of W1smer-Mart1n Inc because questrons have
, :ansen as 0 its operatlng status if any. Wlsmer-Martm Inc is quoted on OTC Link operated by

'OTC Markets Group, Inc under the ticker symbol “WSMM

It appears to the Securmes and Exchange Cornrmssron that there isa lack of current and

o ac_curate mformatlon concerning the securities of Womens 'Golf Unlimited ‘Inc because

questlons have arisen as to its operatmg status, 1f any. Womens. Golf Unllrmted Inc. is quoted

on OTC Lmk operated by OTC Markets Group, Inc. under the trcker symbol “WGLF ?

- It appears to the: Securities and Exchange Comrrussmn that there is.a lack of current and

' accurate mformatlon concernmg the securities of Woodroast Systems Inc because questlons
: have ansen as:to its operatmg status, if any. Woodroast Systems Inc is, quoted on OTC Link

: operated by OTC Markets Group, Inc under the tlcker symbol “WRSI ”

- It appears to the Securities and Exchange Comxmssron that there_‘rs a lack of current and

accurate information conceming the securities of WorldModal Network Services, Inc. because

' ‘que_stions have arisen as to its operating status, if any. WorldModal Network Services, Inc. is

quoted on OTC Link operated by OTC Markets Group, Inc. under the ticker symbol “WMDL.”
It appears to the Securities and Exchange Commission that there is a lack of current and

accurate information concermng the securities of Worldwide Data, Inc. because questlons have
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_V-ansen asto 1ts operatmg status, if any. Worldw1de Data, Inc. is quoted on OTC Link operatecl by

_ -OTC Markets Group, Inc under the ticker symbol “WWDL”

Tt appears to the Securities and Exchange Commission that thers is a lack of current and
accurate infonnation.concer.'ning the securities of Wrtght (GF) Steel & Wire.Co. because
questions have arisen Vas.‘to lits'operating" status, if any. 'Wri-ght (G,F,) Steel & Wire Co. 1s quoted
on OTC Linlr 'operated bv OTC Markets Group, Inc. under the ticl_cer symbot .“WRGFP_,,

| It appears to..th'e 'Securitie_s and Exchange Commission that'there-‘is a 'lack of current and
'accurate,inforrnation Aeon‘cerning the'securities of Wright (G.F.) Steel & Wi-re Co. 'beeause -
' .questlons have ansen as to 1ts operatmg status, if any. anht (G. F ) Steel & ere Co is quoted
on OTC Lmk operated by OTC Markets Group, Inc under the trcker symbol “WRGF » |
It appears to the Secuntles and Exchange Comm13510n that there isa lack of current and

accurate 1nforrnat10n concernmg the securities of Wright Brothers Energy, Inc. because questlons

‘ .have ans‘en-as to its operatmg status, if any. Wright Brothers_ 'Energy, Inc. is ‘quoted on oTC
: Link operated by OTC Markets Group, Inc. under the ticker symbol “WOIL ”
It appears to the Securities and Exchange Comrmssmn that there is a lack of current and
: Aaccurate 1nformatlon concermng the securities of XI Tec Inc because questlons have arisen as fo |
its operatmg status 1f any XI Tec, Inc. 1s quoted on OTC Lmk operated by OTC Markets
: '.Group, Inc under the trcker symbol “XTIC.” .' |
c It appears to. the Securities and Exchange Comrmssron that there isa lack of current and
ac‘curate Vinformation{ cbn_ce_rning the securities of Xpedior, Inc. because questions have arisen as
td'its operating Status, if any. Xpedior, Inc. is quoted on oTC Link-o'perated.by OTC Markets
- Group, Incunder the"ttcker symbol “XPDR.” | |

It appears to the Secuntles and Exchange Comrmsswn that there is a lack of current and

accurate mformatlon concerning the securities of York Research Corp because questlons have

12
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arisen as to ifs eperating'status; if any. York Research Cerp. is quoted on OTC Link operated,hy .
OTC Markets Group, Inc. under the ticker symbol “YORK.”

It appears to the Securmes and Exchange Comnussmn that there isa Iack of currentand

-aceufate information eonce’ming the securities of ZeroPlus.com, Inc. because questwns have

" arisen as to its 0perating status,'if any. ZerePlus.com, Inc. is quoted on OTC Link o_perated by‘ .

OTC Markets Group, Inc. under the ticker symbol “ZPLSQ.”

The Comrr‘usswn is'of the oplmon that the public interest and the proteetion of mvestors

requn‘e a suspension of tradmg in the securities of the above-hsted compames

THEREFORE ITIS ORDERED pursuant to Section 12(k) of the Seeuntles Exchange

“Act of 1934 that tradmg in the secuntles of the above-hsted oompames is suspended for the

i period from 9:30 a.m.,-EDT on May 14, 2012 through 11:59 p.m. EDT on May 25 2012

"By the Commission.

Elizabeth M. Murphy
Secretary

e
ete
331stant Seeretary
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UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66978 / May 14, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14877

ORDER INSTITUTING -

In the Matter of ADMINISTRATIVE PROCEEDINGS

PURSUANT TO SECTION 15(b) OF
KENNETH A. WOLKOFF, THE SECURITIES EXCHANGE ACT
OF 1934, MAKING FINDINGS, AND

- Respondent. : IMPOSING REMEDIAL SANCTIONS

I

The Securities and Exchange Commission (“Commission”) deems it appropriate
and in the public interest that public administrative proceedings be, and hereby are,
instituted pursuant to Section 15(b) of the Securitics Exchange Act of 1934 (“Exchange

.Act”) against Kenneth A. Wolkoff (“Respondent”).

I1.

In anticipation of the institution of these proceedings, Respondent has submitted
an Offer of Settlement (“Offer”) which the Commission has determined to accept. Solely
for the purpose of these proceedings and any other proceedings brought by or on behalf
of the Commission, or to which the Commission is a party, and without admitting or
denying the findings herein, except as to the Commission’s jurisdiction over him and the
subject matter of these proceedings, and the findings contained in Section II1.2 below,
which are admitted, Respondent consents to the entry of this Order Instituting
Administrative Proceedings Pursuant to Section 15(b)-of the Securities Exchange Act of
1934, Making Findings, and Imposing Remedial Sanctions (“Order”), as set forth below.

IIL.
On the basis of this Order and Respondent’s Offer, the Commissi'dn finds that:

1. Respondent is a 64 year old and a resident of Park City, Utah. Heisa
medical doctor. During the time in which he engaged in the conduct described below,
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Wolkoff was not a registered representative associated with a broker or dealer registered
with the Commission. '

2. On April 27, 2012, a final judgment was entered against Wolkoff,
permanently enjoining him from future violations of Sections 5(a) and 5(c) of the
Securities Act of 1933 (“Securities Act”) and Section 15(a) of the Exchange Act, in the
civil action entitled Securities and Exchange Commission v. e-Smart Technologies, Inc.
et al., Civil Action Number 1:11cv00895-JEB, in the United States District Court for the
District of Columbia.

3. The Commission’s complaint alleged that, from at least April 2005 unti}
July 2006, in connection with an illegal offering of unrestricted shares of common stock
of e-Smart Technologies, Inc., Wolkoff sold shares to individual investors and received
compensation in the form of commissions. Wolkoff was responsible for at least 115
separate transactions totaling over 26,000,000 shares. Wolkoff has never been associated
with a registered broker-dealer.

Iv.

In view of the foregoing, the Commission deems it appropriate and in the public
interest to impose the sanctions agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED pursuant to Section 15(b)(6) of the Exchange
Act that Respondent be, and hereby is:

barred from association with any broker, dealer, investment adviser, municipal
securities dealer, mumicipal advisor, transfer agent, or nationally recognized
statistical ratings organization with a right to apply for reentry after five years to the
appropriate self-regulatory organization, or if there is none, to the Commission.

Any reapplication for association by the Respondent will be subject to the
applicable laws and regulations governing the reentry process, and reentry may be
conditioned upon a number of factors, including, but not limited to, the satisfaction of any
or all of the following: (a) any disgorgement ordered against the Respondent, whether or |
not the Commission has fully or partially waived payment of such disgorgement; (b) any
arbitration award related to the conduct that served as the basis for the Commission order;




L

(c) any self-regulatory organization arbitration award to a customer, whether or not related
to the conduct that served as the basis for the Commission order; and (d) any restitution
order by a self-regulatory organization, whether or not related to the conduct that served as

the basis for the Commission order.

By the Commission.

Elizabeth M. Murphy
Secretary
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Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66977 / May 14, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14876

In the Matter of
GEORGE SOBOL,

Respondent.

L

ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
PURSUANT TO SECTION 15(b) OF
THE SECURITIES EXCHANGE ACT
OF 1934, MAKING FINDINGS, AND
IMPOSING REMEDIAL SANCTIONS

The Securities and Exchange Commission (“Commission”) deems it appropriate
and in the public interest that public administrative proceedings be, and hereby are,
instituted pursuant to Section 15(b) of the Securities Exchange Act of 1934 (“Exchange

Act”) against George Sobol (“Respondent”).

1I.

In anticipation of the institution of these proceedings, Respondent has submitted
an Offer of Settiement (“Offer) which the Commission has determined to accept. Solely
for the purpose of these proceedings and any other proceedings brought by or on behalf
of the Commission, or to which the Commission is a party, and without admitting or
denying the findings herein, except as to the Commission’s jurisdiction over him and the
subject matter of these proceedings, and the findings contained in Section 111.2 below,
which are admitted, Respondent consents to the entry of this Order Instituting
Administrative Proceedings Pursuant to Section 15(b) of the Securities Exchange Act of
1934, Making Findings, and Imposing Remedial Sanctions (“Order”), as set forth below.

111

On the basis of this Order and Respondent’s Offer, the Commission finds that:

1. Respondent is a 65 year old businessman and a resident of Beverly Hills,
California. During the time in which he engaged in the conduct described below, Sobol was
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not a registered representative associated with a broker or dealer registered with the

Commission.

2. On April 27, 2012, a final judgment was entered against Sobol,
permanently enjoining him from future violations of Sections 5(a) and 5(c) of the
Securities Act of 1933 (“Securities Act”) and Section 15(a) of the Exchange Act, in the
civil action entitled Securities and Exchange Commission v. e-Smart Technologies, Inc.
et al., Civil Action Number 1:11c¢v00895-JEB, in the United States District Court for the
District of Columbia.

3. The Commission’s complaint alleged that, from at least March 2005 until
June 2006, in connection with an illegal offering of unrestricted shares of common stock
of e-Smart Technologies, Inc., Sobol sold shares to individual investors and received
compensation in the form of commissions. Sobol was responsible for at least 19 separate
transactions totaling over 8,800,000 shares. Sobol has never been associated with a
registered broker-dealer. -

IV.

In view of the foregoing, the Commission deems it appropriate and in the public
interest to impose the sanctions agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED pursuant o Section 15(b)(6) of the Exchange
Act that Respondent be, and hereby is:

barred from association with any broker, dealer, investment adviser, municipal
securities dealer, municipal advisor, transfer agent, or nationally recognized
statistical ratings organization with a right to apply for reentry after five years to the
appropriate self-regulatory organization, or if there is none, to the Commission.

Any reapplication for association by the Respondent will be subject to the
applicable laws and regulations governing the reentry process, and reentry may be
conditioned upon a number of factors, including, but not limited to, the satisfaction of any
or all of the following: (a)any disgorgement ordered against the Respondent, whether or
not the Commission has fully or partially waived payment of such disgorgement; (b) any
arbitration award related to the conduct that served as the basis for the Commission order;




(c) any sclf-regulatory organization arbitration award to a customer, whether or not related -
to the conduct that served as the basis for the Commission order; and (d) any restitution
order by a sclf-regulatory organization, whether or not related to the conduct that served as

the basis for the Commission order.

By the Commission.

Elizabeth M. Murphy -
Secretary

By Jili M. Peterson
ssistant Secretary




UNITED STATES OF AMERICA
Before the
SECI_JRITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66987 / May 15,2012

ADMINISTRATIVE PROCEEDING
File No. 3-14878

In the Matter of ORDER INSTITUTING PROCEEDINGS, MAKING
FINDINGS, AND REVOKING REGISTRATION OF
VINEYARD NATIONAL BANCORP, | SECURITIES PURSUANT TO SECTION 12(j) OF

THE SECURITIES EXCHANGE ACT OF 1934
Respondent. : :

L

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that proceedings be, and hereby are, instituted pursuant
to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange Act”), against Vineyard
National Bancorp (“Vineyard National” or the “Respondent”).

L

In anticipation of the institution of these proceedings, the Liquidating Trust of Vineyard
National Bancorp (the “Liquidating Trust™), successor in interest to the Respondent has submitted
an Offer of Settlement (the “Offer””) which the Commission has determined to accept. Solely for
the purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over Respondent, and the subject matter of these .
proceedings, the Liquidating Trust consents to the entry of this Order Instituting Proceedings, .
Making Findings, and Revoking Registration of Securities Pursuant to Section 12(j) of the
Securities Exchange Act of 1934 (“Order”), as set forth below.

III.
On the basis of this Order and the Liquidating Trust’s Offer, the Commission finds that:
1. On August 26, 2010, the U.S. Bankruptcy Court for the Central District of

California, in a Chapter 11 proceeding, entered an order confirming a plan of liquidation
under which, inter alia, the assets of Respondent (Vineyard Bancorp (CIK No. 840256), a

jo- of IE




California corporation that was located in Irvine, California) vested in the Liquidating Trust
and Respondent was ordered dissolved. At all times relevant to this proceeding, the
securities of Respondent were registered under Exchange Act Section 12(g). As of June 8,
2011, Respondent’s securities (symbols “VNBCQ” and “VNBAQ”) were quoted on OTC
Link (previously, “Pink Sheets™) operated by OTC Markets Group Inc., had twelve
(VNBCQ) and seven (VNBAQ) market makers, and were eligible for the “piggyback”
exception of Exchange Act Rule 15¢2-11()(3).

2. Respondent failed to comply with Exchange Act Section 13(a) and Rules
13a-1 and 13a-13 thereunder because it has not filed any periodic reports with the
Commission since the period ended September 30, 2008.

Iv.
Section 12(j) of the Exchange Act provides as follows:

The Commission is authorized, by order, as it deems necessary or
appropriate for the protection of investors to deny, io suspend the
effective date of, to suspend for a period not exceeding twelve
months, or to revoke the registration of a security, if the
Commission finds, on the record after notice and opportunity for
hearing, that the issuer of such security has failed to comply with
any provision of this title or the rules and regulations thereunder.
No member of a national securities exchange, broker, or dealer shall
make use of the mails or any means or instrumentality of interstate
commerce to effect any transaction in, or to induce the purchase or
sale of, any security the registration of which has been and is
suspended or revoked pursuant to the preceding sentence.

In view of the foregoing, the Commission finds that it is necessary and apprdpriate for the

protection of investors to impose the sanction specified in Respondent’s Offer.

Accordingly, it is hereby ORDERED, pursuant to Section 120) of the Exchange Act, that

registration of each class of securities of Respondent registered pursuant to Section 12 of the
Exchange Act be, hereby is, revoked.

By the Commission.

Elizabeth M. Murphy
Secretary
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Before the ,
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66990 / May 15, 2012 .

ADMINISTRATIVE PROCEEDING
File No. 3-14879

It the Matter of ORDER INSTITUTING CEASE-AND-
I the Iiatter o DESIST PROCEEDINGS PURSUANT TO
. . SECTION 21C OF THE SECURITIES
EDWARD J. MARINO'
| WARDJ 0 EXCHANGE ACT OF 1934, MAKING
Respondent. FINDINGS, AND IMPOSING A CEASE-
AND-DESIST ORDER

L

The Securities and Exchange Commission (“Commission”) deems it appropriate that cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 21C of the Securities
. Exchange Act of 1934 (“Exchange Act”) against Edward J. Marino (“Marino” or “Respondent”).

II.

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings, which are admitted, Respondent consents to the entry of this Order Instituting Cease--
and-Desist Proceedings Pursuant to Section 21C of the Securities Exchange Act of 1934, Making
Findings, and Imposing a Cease-and-Desist Order (“Order™), as set forth below.

IIL
On the basis of this Order and Respondent’s Offer, the Comumission finds that:

Summary

On Thursday, September 28, 2006, Marino, the former President and chief executive
officer (“CEQ”) of Presstek, Inc. (“Presstek™) caused' Presstek’s violation of Section 13(a) of the

. ! Respohdent has separately consented to an order to pay a $50,000 penalty in the previously filed United States
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. Exchange Act and Regulation FD promulgated thereunder. While acting on behalf of Presstek,
Marino selectively disclosed negative material nonpublic information regarding Presstek’s financial
performance during the third quarter of 2006 to a managing partner (“managing partner”) of an
investment adviser then registered with the Commission (“investment adviser”). Within minutes
after receiving the information from Marino, the managing partner decided to sell all of the
shares of Presstek held by the investment fIJIldS advised by the investment adviser.

Facts

1. Presstek is a Delaware corporation headquartered in Greenwich, Connecticut.
Presstek is in the business of designing, manufacturing, selling and servicing high-technology
digital imaging equipment to the worldwide graphic arts industry. Presstek’s stock is registered
with the Commission pursuant to Section 12(g) of the Exchange Act and trades on the NASDAQ
National Market System. Presstek’s fiscal year ends on December 31, and the quarter ending
September 30 is its fiscal third quarter. ' :

2. Respondent Edward J. Marino, 61, is a resident of Cambridge, Massachusetts.
Marino became a member of Presstek’s Board of Directors in 1999 and served as Chairman of
Presstek’s Audit Committee. Marino served as Presstek’s president and CEO from April 2002

through May 2007.

3. Inn 2006, Marino was one of three persons authorized by Presstek to speak on its
behalf to investors, analysts, and other securities professionals, along with the chief financial
officer and the director of investor relations. '

4. By at least 2006, Marino was aware of Presstek’s internal policy concerning periods
of “corporate silence” generally starting on the 15" day of the last month of a quarter, whereby he
could discuss with outside parties only information that was already publicly known. At that time,

- Marino was also aware that Exchange Act Regulation FD [17 C.F.R. §§ 243.100 ez seq.] prohibited
him from selectively disclosing material nonpublic information to one party that was not publicly
disclosed to all.

5. Tnn September 2006, Marino was aware that the investment adviser was an
institutional investor with holdings of Presstek stock

6. On September 10, 2006, Presstek’s controller sent an e-mail to Marino advising
him that “[w]eak August performance in both North America and Europe has negatively impacted
[Presstek’s] margin and operating income relative to plan.” :

7. On September 18, 2006, Marino sent an e-mail to certain Presstek senior personnel
stating that “[t}he reality is that our forecast for the quarter has dropped precipitously as we

approach quarter end.”

8. Presstek planned to issue a preliminary announcement in early October 2006 to

) District Court case SEC v. Presstek, Inc. et al., 10 CV 10406 (D. Mass. 2010). In that case the complaint alleged that
‘ Marino had aided and abetted Presstek’s violation of Section 13(a) of the Exchange Act and Regulation FD thereunder.




report its lower than expected financial performance for the third quarter of 2006 (the quarter ended
September 30, 2006). As of September 28, 2006, Presstek had not issued any announcement
regarding its third quarter financial performance. Thus, the information about Presstek’s lower
than expected financial performance in the third quarter of 2006 was still nonpublic as of
September 28, 2006. '

9. On September 28, 2006, at or about 10:39 a.m., the managing partner called
Presstek to speak with Presstek’s chief financial officer (“CFO”). When the CFO was unavailable,
he was transferred to Marino and spoke with him by telephone, as reflected in telephone records '
and a text message the managing partner sent to a business associate indicating that he was “on
with ed marino.”

10.  Inthe conversation between Marino and the managing partner, the managing
partner asked Marino about Presstek’s performance in Europe during the summer of 2006. The
managing partner took handwritten notes of Marino’s reply. -

11.  The managing partner’s notes indicate that Marino replied that ““sJummer {was] not
as vibrant as [they] expected in North America and Europe.” The managing partner’s notes also
indicate that Marino summarized the situation as while “Europe [had] gotten better since [the
summer]” it was “overall a mixed picture [for Presstek’s performance that quarter}.”

‘12. At or about 10:42 a.m., while on the telephone with Marino, the managing partner
sent another text message to his business associate indicating that the information he was receiving
from Marino “sounds like a disaster.”

13.  The business associate then asked the managing partner by text message whether he
should buy puts and Barone responded affirmatively.

14.  Atorabout 10:50 am. on September 28, 2006, the telephone call ended between
Marino and the managing partner.

15.  Atorabout 10:52 a.m., the investment adviser began placing sell orders for
Presstek shares.

16.  Atorabout 10:53 am., the managing parter sent a text message to the investment
adviser’s trader directing him to “sell all prst.” “PRST” is the trading symbol for Presstek.

17.  During the day, the investment adviser sold substantially all of its Presstek shares.

18.  Marino was acting on behalf of Presstek when he revealed the negative material
nonpublic information to the managing partner, and he disclosed the information to the managing
partner under circumstances in which it was reasonably foreseeable that the managing partner
would sell (and did sell) Presstek’s securities on the basis of the information .

19.  Presstek did not simultaneously disclose to the public the information provided to
the investor during the telephone call between Marino and the investor.




i
.
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: 20.  As a result of the conduct described above, Marino caused a violation of Section
13(a) of the Exchange Act [15 U.S.C. § 78m(a)] and Regulation FD {17 CF.R. §§ 243.100 ef seq.}
promulgated thereunder by Presstek in connection with the selective disclosure of material

nonpublic information described above.
Iv.

In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in Respondent Edward J. Marino’s Offer.

Accordingly, pursuant to Section 21C of the Exchange Act, it is hereby ORDERED that
Respondent Edward J. Marino cease and desist from committing or causing any violations and any
future violations of Section 13(a) of the Exchange Act and Regulation FD promulgated
thereunder.

By the Commission.

Elizabeth M. Murphy
Secretary

Vi Fotiarn)

Il M. Peterson -
ssistant Secrefary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66999 / May 16, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14883

In the Matter of : .
' : ORDER INSTITUTING PROCEEDINGS

WORLDWIDE ENERGY PURSUANT TO SECTION 12(j) OF THE
AND MANUFACTURING SECURITIES EXCHANGE ACT OF 1934, MAKING
USA, INC,, FINDINGS, AND REVOKING REGISTRATION OF
‘ SECURITIES

Respondent. ' '

1.

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that proceedings be, and hereby are, instituted pursuant

_to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange Act”), against Worldwide

Energy and Manufacturing USA, Inc. (“WEMU” or “Respondent”).
IL

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer’””) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over it and the subject matter of these
proceedings, Respondent consents to the entry of this Order Instituting Proceedings Pursuant to
Section 12(j) of the Securities Exchange Act of 1934, Making Findings, and Revoking Registration
of Securities (“Order”), as set forth below.
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111.
On the basis of this Order and Respondent’s Offer, the Commission finds' that:

A. WEMU is a Colorado corporation that is headquartered in South San Francisco,
California. WEMU is a supplier of photovoltaic (PV) solar modules under the “Amerisolar”
brand, and supplier of contract manufacturing services for mechanical and electronic products
manufacturing. WEMU’s predecessor, Tabatha III, Inc., registered its common stock pursuant to
Section 12(g) of the Exchange Act in 2000 and changed its official name to “Worldwide
Manufacturing USA, Inc.” in November 2003. It then changed its official name to “Worldwide
Energy and Manufacturing USA, Inc.” in February 2008. Shares of WEMU were quoted on the
Over the Counter Bulletin Board starting on May 28, 2004 and have been quoted on OTC Link
(formerly, “Pink Sheets”) operated by OTC Markets Group, Inc. since May 20, 2011.

B. WEMU has failed to comply with Section 13(a) of the Exchange Act and Rules
13a-1 and 13a-13 thereunder, while its common stock was registered with the Commission in that
it has not filed an Annual Report on Form 10-K since April 2010, or periodic or quarterly reports
on Form 10-Q for any fiscal period subsequent to its fiscal quarter ending September 30, 2010.

C. WEMU issued a Form 8-K on August 3, 2011 stating that WEMU’s financial
statements for the year ended 2009 and for the quarter ended March 31, 2010 would need to be
amended and that WEMU’s financial statements for the quarters ended June 30, 201 0 and
September 2010, as filed on Form 10-Q could not be relied upon.

IV.
Section 12(j) of the Exchange Act provides as follows:

The Commission is authorized, by order, as it deems necessary or appropriate for the
protection of investors to deny, to suspend the effective date of, to suspend for a period not
exceeding twelve months, or to revoke the registration of a security, if the Commission finds, on
the record after notice and opportunity for hearing, that the issuer of such security has failed to
comply with any provision of this title or the rules and regulations thereunder. No member of a
national securities exchange, broker, or dealer chall make use of the mails or any means of
instrumentality of interstate commerce to effect any transaction in, or to induce the purchase or sale
of, any security the registration of which has been and is suspended or revoked pursuant to the
preceding sentence. '

In view of the foregoing, the Commission finds that it is necessary and appropriate for the
protection of investors to impose the sanction specified in Respondent’s Offer.

! The findings herein are made pursuant to Respondent's Offer of Settlement and are not binding
on any other person or entity in this or any other proceeding. ‘
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Accordingly, it is hereby ORDERED, pursuant to Section 12(j) of the Exchange Act, that
registration of each class of Respondent’s securities registered pursuant to Section 12 of the

Exchange Act be, and hereby is, revoked.

By the Commission

Elizabeth M. Murphy
Secretary

O
ill M. Peters
g:gsistant Secretary




UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 66998 / May 16,2012

ADMINISTRATIVE PROCEEDING
File No. 3-14882

~ In the Matter of
QPC Lasers, Inc., A ORDER INSTITUTING
Stratcomm Media, Ltd., - . ADMINISTRATIVE PROCEEDINGS
‘Sweet Success Enterprises, Inc., AND NOTICE OF HEARING
Trinsic, Inc., ‘ ‘ PURSUANT TO SECTION 12(j) OF
Veridicom International, Inc., THE SECURITIES EXCHANGE ACT

Windswept Environmental Group, Ine¢., and | OF 1934
Wyndstorm Corp., :

Respondents.

L

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents QPC Lasers, Inc., Stratcomm Media, Ltd.,
Sweet Success Enterprises, Inc., Trinsic, Inc., Veridicom International, Inc., Windswept
Environmental Group, Inc., and Wyndstorm Corp.

1L
After an investigation, the Division of Enforcement alleges that:
A. RESPONDENTS

1. QPC Lasers, Inc. (CIK No. 1310753) is a revoked Nevada corporation located
in Cedarhurst, New York with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). QPC Lasers is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended June 30, 2008, which reported a net loss of over $13.7 million for the
prior six months. As of May 8§, 2012, the company’s stock (symbol “QPCI”) was quoted
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on OTC Link (previously, “Pink Sheets™) oper'ated by OTC Markets Group, Inc. (“OTC
Link™), had eight market makers, and was eligible for the “pi ggyback” exception of
Exchange Act Rule 15¢2-11()(3).

2. Stratcomm Media, Ltd. (CIK No. 1002224) is a Yukon corporation located in
Winter Park, Florida with a class of securities registered with the Comimission pursuant to
Exchange Act Section 12(g). Stratcomm Media is delinquent in its periodic filings with
the Commission, having not filed any periodic reports since it filed a Form 10 registration
" statement with the Commission on March 9, 2000, which reported a net loss of over $3.5
million for nine-month period ended December 31, 1999. As of May 8, 2012, the
company’s stock ( symbol “SMMT”) was quoted on OTC Link, had seven market
makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-

11{H3).

3. Sweet Success Enterprises, Inc. (CIK No. 1338067) is a revoked Nevada
corporation located in Boca Raton, Florida with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Sweet Success Enterprises is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-QSB for the period ended September 30, 2007, which
reported a net loss of over $4.2 million for the prior nine months. As of May 8, 2012, the
company’s stock (symbol “SWTS”) was quoted on OTC Link, had nine market makers,
and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(H)(3).

4. Trinsic, Inc. (CIK No. 1096509) is a forfeited Delaware corporation located in
Tampa, Florida with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Trinsic is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended September 30, 2006, which reported a net loss of over $7.8 million for the
prior nine months. On February 7, 2007, Trinsic filed a voluntary Chapter 7 petition with
the United States Bankruptcy Court for the Southern District of Alabama, and the case
was still pending as of May 8, 2012. As of May 8, 2012, the company’s stock (symbol
“TNSIQ”) was quoted on OTC Link, had seven market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(H)(3).

5. Veridicom International, Inc. (CIK No. 710217) is a void Delaware
corporation located in Verona, New Jersey with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Veridicom International is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-QSB for the period ended September 30, 2006, which
reported a net loss of over $6.9 million for the.prior nine months. As of May 8, 2012, the
company’s stock (symbol “VRDI”) was quoted on OTC Link, had seven market makers,
and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

6. Windswept Environmental Group, Inc. (CIK No. 814915) 1s a void Delaware
corporation located in Holtsville, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Windswept Environmental Group
is delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-Q for the period ended March 31, 2008, which reported a
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net loss of more than $4.2 million for the prior nine months. On November 22, 1999, the
Commission entered an order against Windswept Environmental Group to cease and
desist committing violations of the Exchange Act, including Section 13(a). As of May 8,
2012, the company’s stock (symbol “WEGI”) was quoted on OTC Link, had eight market
makers, and was eligible for the “piggyback™ exception of Exchange Act Rule 15¢2-

1H{H)(3).

7. Wyndstorm Corp. (CIK No. 833203) is a defaulted Nevada corporation located
in the District of Columbia with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Wyndstorm s delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended October 31, 2008, which reported a net loss of over $1.8 million for the
prior nine months. On October 7, 2011, Wyndstorm filed a Chapter 7 bankruptcy
petition in the U.S. Bankruptcy Court for the District of Columbia, and as of May 8,
2012, the case was still pending. As of May 8, 2012, the company’s stock (symbol
“WYNDQ”) was quoted on OTC Link, had five market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-1 HH(3).

B. DELINQUENT PERIODIC FILINGS

8. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their '
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters. -

9. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 réquires domestic issuers to file quarterly reports.

- 10. Asaresult of the foregoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

I11.
In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public '

administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in

. connection therewith, to afford the Respondents an opportunity to establish any defenses

to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each

3




-

class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

Iv.

1T 1S HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section 111 hereof shall be convened at-a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice {17 CFR. §
201.110].

1T 1S HEREBY FURTHER ORDERED that Réspondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as

provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after

‘being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2

or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a); 220(1),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201 .155(a),
201.220(1), 201.221(f), and 201.310]. :

This Order shall be served forthwith upon Respondents pérsonally or by certified,

" registered, or Express Mail, or by other means permitted by the Commission Rules of

Practice.

IT IS FURTHER ORDERED that thé Administrative Law Judge shall 1ssue an
initial decision no later than 120 days from the date of service of this Order, pursuant to

‘Rule 360(a)(2) of the Commission’s Rules of Practice {17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this

. or any factually related proceeding will be permitted to participate or advise in the

decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of .
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action. '

By the Commuission.

Elizabeth M. Murphy

Secretary

2 Jill M. Peterson
4 issistant Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

May 16, 2012

In the Matter of

QPC Lasers, Inc.,
Sweet Success Enterprises, Inc.,

Trinsic, Inc., ' ORDER OF SUSPENSION OF
Veridicom International, Inc., TRADING

Windswept Environmental Group, Inc., and

Wyndstorm Corp., '

¥ile No. 500-1

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information comerhing the securities -of QPC Lasers, Inc. because it
has not filed any periodic reports since the period ended June 30, 2008.

It appears to the Securities and Exchang_e_Commission tﬁat there is a lack of
current and accurate information concerning the securities of Sweet Success Enterprises,
Iﬁc. because it has not filed any periodic reports since the period ended Septerﬁber 30,
2007.

It e;ppears to the Securities and Exchange Commission that there 1s a lack of
current and accurate information concerning the secutities of Trinsic, Inc. because it has
not filed any periodic reports since the period .ended September 30, 2006.

It appears to the Securities and Exchange Commission that there is a lack of

current and accurate information concerning the securities of Veridicom International,
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Inc. because it has not filed any periodic reports since the period ended September 30,

e ‘
' 2006.

current and accurate information concerning the securities of Windswept Environmental

It appears to the Securities and Exchange Commission that there is a lack of

Group, Inc. because it has not filed any periodic reports since the pen'od ended March 31,
2008.

It appears to the Secunities and Exchange Commission that there is a lack of
current and a;:curate information concerning the securities of Wyndstorm Corp. because
it has not filed any periodic reports since thé period ended October 31, 2008.

- The Commission is of the opinion that the public interest and the protection of
investors require a suspension of trading in the securities of the above-listed companies.
. Therefore, it is ordered, pursuant to Section 12(k) of the Securities Exc‘hange Act

. of 1934, that trading in the securities of the above-listed companies is suspended for the

period from 9:30 a.m. EDT on May 16, 2012, through 11:59 p.m. EDT on May 30, 2012.

By the Commission.

Elizabeth M. Murphy
Secretary

AR

By:(Jill M. Peterson
Assistant Secretary







UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
~ Release No. 66996 / May 16, 2012

- ADMINISTRATIVE PROCEEDING
File No. 3-14881

In the Matter of

Orbit E-Commerce, Inc., ORDER INSTITUTING

Orion Ethanol, Inc., ADMINISTRATIVE PROCEEDINGS
Pacificnet, Inc., AND NOTICE OF HEARING
PainCare Holdings, Inc. ' .| PURSUANT TO SECTION 12(j) OF
Pay88, Inc., | THE SECURITIES EXCHANGE ACT
Rahaxi, Inc., and - OF 1934

Raven Biofuels International Corp.,

Respondents.

L
The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents Orbit E-Commerce, Inc., Orion Ethanol,
Inc., Pacificnet, Inc., PainCare Holdings, Inc., Pay88, Inc., Rahaxi, Inc., and Raven
Biofuels International Corp.

IL.
After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. Orbit E-Commerce, Inc. (CIK No. 71 391) is a permanently revoked Nevada
corporation located in Aurora, Ontario, Canada with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). Orbit is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-QSB for the period ended April 30, 2008, which reported a comprehensive net
loss of $60,855 for the prior nine months. As of May 4, 2012, the company’s stock '
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

May 16,2012

In the Matter of

Orbit E-Commerce, Inc.,

Orion Ethanol, Inc., ,
Pacificnet, Inc., ORDER OF SUSPENSION OF
PainCare Holdings, Inc., TRADING

Pay38, Inc.,

Rahaxi, Inc., and

Raven Biofuels Internationat Corp.

File No. 500-1

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Orbit E-Commerce, Inc.
becaﬁse it has not filed any periodic reports since the period ended April 30, 2008,

Tt appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Orion Ethanol, Inc. because
it has not filed any periodic reports since the period ended September 30, 2007.

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Pacificnet, Inc. because it
has not filed any periodic reports since the period ended April 30, 2008.

Tt appears to the Securities and Exchange Commission that there is a fack of
current énd accurate information concerning the securities of PainCare Holdings, Inc.

because it has not filed any periodic reports since the period ended September 30, 2007.
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i It appears to the‘Securities and Exchange Commission that there is a lack of
current and a;ccurate information concerning the securities of Pay88, Inc. because it has
not filed any periodic reports since the period ended June 30, 2009.
It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Rahaxi, Inc. because it has
not filed any periodic reports since the period ended March 31, 2010.
It appears to the Securities and Exchange Commission that there is 2 lack of
current and accurate information concerning the securities of Raven Biofuels
International Corp. because it has not filed any periodic reports since the period ended
March 31, 2009.
The Commission is of the opinion that the public interest and the protection of
‘ investors require a suspension of trading in the securities of the above-listed companies.
Therefore, it is ordered, pursuant to Section 12(k) of the Securities Exchange Act
of 1934, that trad-ing in the securities of the above-listed companies is suspended for the
period from 9:30 a.m. EDT on May 16, 2012, through 11:59 p.m. EDT on May 30, 2012. |

By the Commission.

Elizabeth M. Murphy
Secretary

%u'%t o and

By/Jif M. Peterson
Assistant Secretary




(symbol “OECI™) was quoted on OTC Link (previously, “Pink Sheets™) operated by OTC
Markets Group, Inc. (“OTC Link™), had six market makers, and was eligible for the
“niggyback” exception of Exchange Act Rule 15¢2-1 1(H(3).

2. Orion Ethanol, Inc. (CIK No. 812355) is a revoked Nevada corporation located
in Pratt, Kansas with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Orion Ethanol is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended September 30, 2007, which reported a loss of over $30 million since the
company’s January 1, 2003 inception. As of May 4, 2012, the company’s stock (symbol
“QEHL”) was quoted on OTC Link, had three market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-1 1(H)(3).

3. Pacificnet, Inc. (CIK No. 815017) is a void Delaware corporation located in
Shenzhen, China with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Pacificnet is delinquent in its petiodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended April 30, 2008, which reported a net loss of over $4.4 million for the prior
nine months. As of May 4, 2012, the company’s stock (symbol “PACT”) was quoted on
OTC Link, had seven market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11(£)(3).

4. PainCare Holdings, Inc. (CIK No. 1003472) is a dissolved Florida corporation
located in Orlando, Florida with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). PainCare is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended September 30, 2007, which reported a net loss of over $2 million for the
prior nine months. As of May 4, 2012, the company’s stock (symbol “PRXZ”) was
quoted on OTC Link, had ten market makers, and was eligible for the “piggyback™
exception of Exchangé Act Rule 15¢2-11(H(3).

5. Pay88, Inc. (CIK No. 1338360} is a defaulted Nevada corporation located in
Barnstead, New Hampshire with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Pay88 is delinquent in its periodic filings with
the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended June 30, 2009, which reported a net loss of $43,022 for the prior six
months. As of May 4, 2012, the company’s stock (symbol “PAYI") was quoted on OTC
Link, had nine market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11(f)(3).

6. Rahaxi, Inc. (CIK No. 1102301} is a defaulted Nevada corporation located in
Wicklow Town, Ireland with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Rahaxi is delinquent in its periodic filings with
the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended March 31, 2010, which reported a net loss of over $4.1 million for the prior
nine months. As of May 4, 2012, the company’s stock (symbol “RHXI) was quoted on
OTC Link, had twelve market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11()(3). ' ,
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7. Raven Biofuels International Corp. (CIK No. 1372507) is a revoked Nevada
corporation located in Paramus, New Jersey with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Raven is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-Q for the period ended March 31, 2009, which reported a net loss of $169,206 for the
prior three months. As of May 4, 2012, the company’s stock (symbol “RVBF”) was
quoted on OTC Link, had six market makers, and was eligible for the “piggyback”

exception of Exchange Act Rule 15¢2-11 (H(3).
B. DELINQUENT PERIODIC FILINGS

8. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

9. Exchange Act Section 13(a) and the rules promulgated thereunder require
‘issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
. is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

10. As a result of the foregoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

1

_ In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
_to such allegations; and, .

B. .Whether it is necessary and appropriate for the protection of investors to -
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

° o

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
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place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(f), 201.221(f), and 201.310}.

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)).

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary

C2iu .
Jill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67002 / May 16, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-11538

In the Matter of

J. MICHAEL SCARBOROUGH and ORDER DIRECTING DISBURSEMENT
ROYAL ALLIANCE ASSOCIATES, INC,, OF FAIR FUND

Respondents.

On February 6, 2009, the United States Securities and Exchange Commission
(“Commission”) issued a Notice of Proposed Plan of Distribution and Opportunity for Comment
(Exchange Act Rel. No. 59368) pursuant to Rule 1103 of the Commission’s Rules on Fair Fund
and Disgorgement Plans, 17 C.F.R. §201.1103. The Notice advised parties they could obtain a
copy of the Distribution Plan at www.sec.gov. The Notice also advised that all persons desiring
to comment on the Distribution Plan could submit their comments, in writing, no later than
March 9, 2009. No comments were received by the Commission in response to the Notice. On
May 15, 2009, the Commission issued an Order Approving Plan of Distribution (Exchange Act
Rel. No. 59930). -

The Distribution Plan provides that the Commission will arrange for distribution of the
Fair Fund when an electronic payment file listing the payees with the identification information
required to make the distribution has been received and accepted. A validated electronic
payment file has been received and accepted for the disbursement of $6,912.82.

F of ¢




'Accordingly, it.is ORDERED that the Commission staff shall disburse $6,912.82 from
the Fair Fund to the payee identified in the validated payment file, pursuant to the Distribution

Plan.
By the Commission.
Weeri bt e Mo

Elizabeth M. Murphy
Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

INVESTMENT ADVISERS ACT OF 1940
Release No. 3406 / May 17,2012

ADMINISTRATIVE PROCEEDING
File No. 3-14885

ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
PURSUANT TO SECTION 203(e) OF

In the Matter of . THE INVESTMENT ADVISERS ACT OF

' 1940, MAKING FINDINGS, AND
COPELAND WEALTH IMPOSING REMEDIAL SANCTIONS
" MANAGEMENT,
Respondent.
I

The Securities and Exchange Commission (“Commission™) deems it appropriate and in the
public interest that public administrative proceedings be, and hereby are, instituted pursuant to
Section 203(e) of the Investment Advisers Act of 1940 (“Advisers Act”) against Copeland Wealth
Management ( “CWM?” or “Respondent™).

I1.

- In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer””) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over it and the subject matter of these
proceedings, and the findings contained in Section II1.2 below, which are admitted, Respondent
consents to the entry of this Order Instituting Administrative Proceedings Pursuant to Section
203(e) of the Investment Advisers Act of 1940, Making Findings, and Imposing Remedial
Sanctions (“Order”), as set forth below. ‘
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IIL.
On the basis of this Order and Respondent’s Offer, the Commission finds that:

1. Copeland Wealth Management is a California corporation with its principal
place of business in Redlands, California. CWM is registered with the Commission as an
investment adviser. As of May 31, 2011, CWM had approximately $144 million in assets under
management comprised of $123 million invested primarily in mutual funds and $21 million
invested primarily in real estate and real estate related loans through partnerships managed by
Copeland Realty. As of May 31, 2011, CWM had approximately 770 advisory accounts.

2. On October 19, 2011, a final judgment was entered by consent against
CWM, permanently enjoining it from future violations of Section 17(a) of the Securities Act of
1933, Section 10(b) of the Securities Exchange Act of 1934 and Rule 10b-5 thereunder, and
Sections 206(1) and 206(2) of the Advisers Act, in the civil action entitled Securities and Exchange
Commission v. Charles P. Copeland, Copeland Wealth Management, A Financial Advisory
Corporation, and Copeland Wealth Management, A Real Estate Corporation, Civil Action No. 11-
08607, in the United States District Court for the Central District of California. '

3. The Commission’s complaint alleged that during 2008, in connection with
the sale of limited partnership interests, CWM made material misrepresentations regarding the
payment of guaranteed returns by the limited partnerships.

IV.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanctions agreed to in Respondent CWM’s Offer.

Accordingly, it is hereby ORDERED:

Pursuant to Section 203(e) of the Advisers Act, that the registration of Respondent CWM
be, and hereby is, revoked.

By the Commission.

Elizabeth M. Murphy
Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

INVESTMENT ADVISERS ACT OF 1940
Release No. 3405/ May 17, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14884

ORDER INSTITUTING

.IADMINISTRATIVE PROCEEDINGS PURSUANT
: : TO SECTION 203(f) OF THE INVESTMENT

In the Matter of ADVISERS ACT OF 1940, MAKING FINDINGS,

' AND IMPOSING REMEDIAL SANCTIONS

" Belal K. Faruki, :

~ Respondent.

. L

The Securities and Exchange Commission (“Commission™) deems it appropriate
and in the public interest that public administrative proceedings be, and hereby are,
instituted pursuant to Section 203(f) of the Investment Advisers Act of 1940 (“Advisers
Act”) against Belal K. Faruki (“Faruki” or “Respondent™).

11.

In anticipation of the institution of these proceedings, Respondent has submitted
an Offer of Settlement (the “Offer”), which the Commission has determined to accept.
Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party, and without admitting
or denying the findings herein, except as to the Commission’s jurisdiction over him and
the subject matter of these proceedings, and the findings contained in Section II1.2 below,
which are admitted, Respondent consents to the entry of this Order Instituting
Administrative Proceedings Pursuant to Section 203(f) of the Investment Advisers Act of
1940, Making Findings, and Imposing Remedial Sanctions (*Order™), as set forth below.
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On the basis of this Order and Respondent’s Offer, the Commission finds that:

1. From at least January 2010 through August 2011, Faruki operated and was
the majority owner of Neural Markets, LLC (“Neural Markets™), an investment adviser.
Faruki and Neural Markets solicited investors to purchase interests in the Evolution
Quantitative 1X Fund (“Fund”), for which Neural Markets served as the manager. In or.
about September 2010, as a result of the representations and omissions of Faruki and
Neural Markets, an individual wired $1 million into a bank account controlled by Neural
Markets and Faruki to purchase interests in the Fund. At all relevant times, Faruki was a
resident of Illinois. Faruki is 40 years old.

2. On April 11,2012, a Judgment of Permanent Injunction and Other Relief,

. was entered against Faruki and Neural Markets, permanently enjoining them from future

’ violations of Section 17(a) of the Securities Act of 1933, Section 10(b) of the Securities
Exchange Act of 1934 and Rule 10b-5 thereunder, and Section 206(4) of the Advisers
Act and Rule 206-4(8) thereunder in the civil action entitled Securities and Exchange
Commission v. Faruki, et al., No. 11 C 5406, in the United States District Court for the -
Northern District of Illinois (“District Court Litigation™).

3. The Commission’s complaint in the District Court Litigation alleges that
beginning as early as January 2010 and continuing through at least the initiation of the
District Court Litigation, Faruki and Neural Markets presented themselves as managers
of a start-up quantitative hedge fund that began trading in 2009, that was managing
millions of dollars on behalf of wealthy investors, and had a track record of sustained
success. The complaint further alleges that, through their scheme, Faruki and Neural
Markets defrauded at least one investor (“Investor”) out of a $1 million and solicited
other investors as well. The complaint alleges, among other things, that Faruki and
Neural Markets made numerous material mistepresentations and omissions to-the
Investor, including (but not limited to) the following: (a) that Faruki, through Neural
Markets, created a quantitative hedge fund that was actively trading and had a successful
track record of positive performance since at least December 2009; (b) that Faruki and
Neural Markets traded securities for the Fund through prime brokers J.P. Morgan
Securities, Inc. and Tradestation Securities, Inc. prior to September 2010; (c) that other

* wealthy individuals had invested approximately $5 million with Faruki and Neuiral

Markets and those fuinds were being traded by them, but that they could not reveal the
investors’ identities because of confidentiality restrictions; (d) that Faruki had invested
his own money in the fund and his interests were aligned with the interests of the other
supposed investors; (¢) that Neural Markets and Faruki engaged RSM McGladrey, Inc.
(“McGladrey™), to perform audit services for the Fund and that McGladrey would

“provide quarterly and annual audited financial statements; and (f) that, as of September

- 2010, Faruki had only been involved in five court or regulatory proceedings when, in
fact, Faruki was a party to numerous additional lawsuits. The complaint alleges that many




of the misrepresentations and omissions described above were made to the Investor by
Faruki and Neural Markets in August and September 2010.

IVv.

In view of the foregoing, the Commission deems it appropriate and in the public
interest to impose the sanctions agreed to in the Offer submitted by Faruki.

Accordingly, it is hereby ORDERED:

Pursuant to Section 203(f) of the Advisers Act, that Respondent Belal K. Faruki
be, and hereby is, barred from being associated with an investment adviser, broker,
dealer, municipal securities dealer, municipal advisor, transfer agent, or nationally
recognized statistical rating organization;

Any reapplication for association by Respondent Belal K. Faruki will be subject
to the applicable laws and regulations governing the reentry process, and reentry may be
conditioned upon a number of factors, including, but not limited to, the satisfaction of
any or all of the following: (a) any disgorgement ordered against the Respondent,
whether or not the Commission has fully or partially waived payment of such
disgorgement; (b) any arbitration award related to the conduct that served as the basis for
the Commission order; (¢) any self-regulatory organization arbitration award to a
customer, whether or not related to the conduct that served as the basis for the
Commission order; and (d) any restitution order by a self-regulatory organization,
whether or not related to the conduct that served as the basis for the Commission order.

By the Commission.

Elizabeth M. Murphy
Secretary

TR T

By eterson
““Asgistant Secretary
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UNITED STATES OF AMERICA
Before the '

SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67029 / May 18, 2012

- ADMINISTRATIVE PROCEEDING

File No. 3-14720

In the Matter of
Alchemy Ventures, Inc., KM '
Capital Management, LLC, - ORDER MAKING FINDINGS AND
Zanshin Enterprises, LLC, IMPOSING REMEDIAL SANCTIONS AND A
Mark H. Rogers, Steven D. CEASE-AND-DESIST ORDER PURSUANT
Hotovec, Joshua A. Klein, TO SECTIONS 15(b) AND 21C OF THE
Yisroel M. Wachs, Frank K. - SECURITIES EXCHANGE ACT OF 1934 AS
McDonald, and Douglas G. " TO DOUGLAS G. FREDERICK '
Frederick,

Respondents.

L

~ In these proceedings, instituted on January 26, 2012 pursuant to Sections 15(b) and 21C of
the Securities Exchange Act of 1934 (“Exchange Act”), Respondent Douglas G. Frederick
(“Respondent”) has submitted an Offer of Settlement (“Offer”) which the Securities and Exchange
Commission (“Commission”) has determined to accept. -

IL.

Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party, and without admitting or denying
the findings herein, except as to the Commission’s jurisdiction over him and the subject matter of these

‘proceedings, which are admitted, Respondent consents to the entry of this Order Making Findings and

Imposing Remedial Sanctions and a Cease-and-Desist Order Pursuant to Sections 15(b) and 21C of

the Securities Exchange Act of 1934 as to unglas G. Frederick (“Order”), as set forth below.

I11.
On the basis of this Order _and Respondent’s Offer, the Commission finds' that:

! The findings herein are made pursuant to Respondent’s Offer of Settlement and are not. binding on any other
persons or entities in this or any other proceeding.
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. Summary .

1. These proceedings arise from trading access that Mercury Capital (“Mercury”), an

unregistered firm, and Respondent extended to an individual who subsequently used that trading
access to profit from an account intrusion and market manipulation scheme. On 77 occasions from
April 2010 to July 2010, the individual made profitable trades through Mercury contemporaneous with
unauthorized trading in the same securities in hijacked online brokerage accounts of innocent and
unknowing account holders at multiple U.S. broker-dealers. The individual generated ill-gotten gains
of $433,816 from the scheme through Mercury.

2. By effecting securities transactions for the individual, Mercury, and Frederick, acting
directly and through Mercury, acted as unregistered brokers in willful® violation of Section 15(a) of the
Exchange Act. Frederick also willfully aided and abetted and caused Mercury’s violation of Section
15(a).

Respondent’

3. From June 2009 until Mercury Capital ceased operations in November 2010 (the
“relevant period”), Douglas G. Frederick provided management services to, and was associated with,
Mercury. In that capacity, Frederick caused Mercury to extend market access to traders through
Mercury. Frederick previously held Series 6, 7, 55 and 63 licenses but was permanently barred in 2008
from association with a broker or dealer. See In re Frederick, Admin. Proc. File No. 3-13004, Initial
Decision (Sept. 9, 2008) and Notice that Initial Decision Has Become Final (Oct. 8, 2008).
Frederick, age 42, is a resident of Brighton, Michigan. '

. Other Relevant Entity

4, Mercury Capital is a Nevada corporation that had its principal place of business inLa
Jolla, California during the relevant period. Mercury has never been registered with the Commission in
any capacity. During the relevant period, approximately 600 individuals traded as many as 800 million
shares per month on U.S. exchanges in an omnibus account held in Mercury’s name at a registered
broker-dealer.’

Sponsored Market Access

5. Sponsored market access is a form of trading access whereby a broker-dealer permits
customers to enter orders into the public market without the orders first passing through the broker-
dealer’s trading systems. :

2 A willful violation of the securitics laws means merely ““that the person charged with the duty knows what he is
doing.”” Wonsover v. SEC, 205 F.3d 408, 414 (D.C. Cir. 2000) (quoting Hughes v. SEC, 174 F.2d 969, 977 (D.C. Cir.
1949)).
3 The Commission previously -issued an Order Instituting Administrative and Cease-and-Desist Proceedings
Pursuant to Sections 15(b)(4), 15(b)(6) and 21C of the Securities Exchange Act of 1934, Making Findings, and Imposing
. Remedial Sanctions and Cease-and-Desist Orders against Mercury and its president Lisa R. Hyatt. Exchange Act Rel.
No. 66248 (Jan, 26, 2012).

2-

.




6. The following chart illustrates the relationships through which Mercury and Frederick
extended market access to an individual identified as a citizen of Latvia (“the Latvian trader™) who
conducted an account intrusion and market manipulation scheme.

Paid $75,000 deposit,
P;;d 42?1% gheposﬂ. $3.000/month, 10% of
b, , ares traders’ profits, $0.10/ Paid $0.065 to $0.085/
LATVIAN '\ (1 of 100 traders) 1000 shares . — — 1000 shares
TRADER /' Unregistered * MERCURY CAPITAL .
T inrusions \ Rélfe(:'::;gr::rm i .N“S-;'ag e. Fmdemk o -
/' Received 540,000 - it MARKET ACCESS
buying power
7. During the relevant period, Mercury, and Frederick, through Mercury, received

sponsored market access from a registered broker-dealer and passed the sponsored market access on
to the Latvian trader and other traders through an unregistered Canadian entity that solicited traders
through its website and referred them to Mercury.

8. In connection with extending sponsored market access to traders through the
Canadian entity, Mercury and Frederick participated in the order-taking and order-routing process,
extended credit to the traders in connection with securities transactions, and handled customer funds
and securities.

9. During the relevant period, Mercury, at Frederick’s direction, maintained an
independent contractor agreement with the Canadian entity. Approximately 100 traders who had
been referred by the Canadian entity were trading through Mercury’s omnibus account via sponsored
market access during the relevant period.

10.  Under the independent contractor agreement, Mercury charged the Canadian entity a
monthly fee of $3,000 plus a “clearing fee” of $0.10 per thousand shares traded, which exceeded the
commission of $0.065 to $0.085 that Mercury paid its registered broker-dealer. Frederick was one
of the individuals responsible for setting the fee and commission rate and directing Mercury to
charge transaction-based compensation for extending the market access.

ETE Mercury, at Frederick’s direction, required the Canadian entity to make an initial risk
deposit of $75,000 and made the Canadian entity responsible for 100% of any trading losses that its
traders incurred through Mercury’s account.

12, During the relevant period, Frederick directed Mercury to maintain documentation
tracking the Canadian entity’s deposit balance against all commissions, fees, and profits or losses for
all trading activity through Mercury’s account by traders referred by the Canadian entity.

13.  In April 2010, the Canadian entity notified Mercury that the Latvian trader had
requested market access. Mercury provided the Latvian trader with sponsored access trading
software and instructed the software provider to assign the Latvian trader a user ID and password so
that he could use the software to trade online through Mercury’s account. In so doing, Mercury, at
Frederick’s direction, provided order-taking and order-routing services and controlled an electronic
trading system for the Latvian trader to trade in the public market. The Canadian entity agreed that
Mercury could retain 10% of any trading profits generated by the Latvian trader through Mercury’s
account,




14, Frederick was one of the individuals responsible for authorizing traders referred by
the Canadian entity to trade through Mercury’s account, for determining whether to terminate a
trader’s access, and for controlling the trading parameters in the trading software, including the
amount of margin each trader received. ‘

15.  The Latvian trader wired $4,000 of his own money to the Canadian entity as a risk
deposit. Mercury then used the trading sofiware to extend the Latvian trader $40,000 in “buying
power” through Mercury’s account, which was a portion of the trading margin that Mercury received
from the registered broker-dealer. Although Mercury extended credit to the Latvian trader to
purchase securities, Mercury’s capital was not ultimately at risk because it was entitled to recoup
losses from the Canadian entity and the trading software allowed Mercury to see the Latvian.trader’s
trading in real time and automatically cut off his trading access if he or other traders referred by the
Canadian entity incurred losses greater than the Canadian entity’s deposit balance.

Account Intrusions

16.  On 77 occasions between April 2010 and July 2010, the Latvian trader made
profitable trades through Mercury’s account contemporaneous with unauthorized trading in the same
securities in hijacked online brokerage accounts at muitiple U.S. broker-dealers.

17.  On each occasion, the Latvian trader first established a long or short position in a
security through Mercury’s account. Then the Latvian trader surreptitiously gained access to an
online brokerage account and made large unauthorized trades in the same security to manipulate the
stock price in his favor. Finally, during or shortly after the manipulative trading in the intruded
account, the Latvian trader closed out his position through Mercury at the artificial market price to
generate a profit.

18.  The Latvian trader generated ill-gotten gains of $433,816 from the scheme through
the electronic trading system provided by Mercury. The Latvian trader engaged in similar
manipulative trading through other unregistered firms, and generated total profits of more than
$850,000 from 159 account intrusions between June 2009 and August 2010.

19.  As aresult of providing electronic order-taking and order-routing services that the
Latvian trader used to conduct an illegal market manipulation scheme, Mercury retained 10% of the
Latvian trader’s illegal trading profits, or $43,382, and also received trading commissions and fees.

20. By extending market access to traders through the Canadian entity in the manner
described above, including through participating in the order-taking and order-routing process,
extending credit in connection with securities transactions, handling customer funds and securities,
and allocating trades conducted by the traders against deposits provided by the Canadian entity,
Mercury, and Frederick, directly and through Mercury, engaged in the business of effecting
transactions in securities for the account of others.

\ 71.  As described above, Frederick was aware of his role in furthering improper or illegal
activity by Mercury and provided substantial assistance to Mercury in connection with conduct that
constituted a violation of the federal securities laws.




Violations

22.  Asaresult of the conduct described above, Frederick willfully violated Section 15(a)
of the Exchange Act, which prohibits certain persons and entities, while acting as brokers, from
effecting transactions in securities when such person or entity is not registered with the Commission
as a broker. '

23.  Asaresult of the conduct described above, Frederick willfully aided and abetted and
caused Mercury’s violation of Section 15(a) of the Exchange Act, which prohibits certain persons
and entities, while acting as brokers, from effecting transactions in securities when such person or
entity is not registered with the Commission as a broker.

Iv.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanctions agreed to in Respondent’s Offer. :

Accordingly, pursuant to Sections 15(b) and 21C of the Exchange Act, it is hereby
ORDERED that:

A. Respondent shall cease and desist from committing or causing any violations and any
future violations of Section 15(a) of the Exchange Act. :

B. Respondent be, and hereby is:

barred from association with any broker, dealer, investment adviser, municipal securities
dealer, municipal advisor, transfer agent, or nationally recognized statistical rating
organization; and

barred from participating in any offering of a penny stock, including: acting as a
promoter, finder, consultant, agent or other person who engages in activities with a
broker, dealer or issuer for purposes of the issuance or trading in any penny stock, or
inducing or attempting to induce the purchase or sale of any penny stock.

C. Any reapplication for association by the Respondent will be subject to the applicable
laws and regulations governing the reentry process, and reentry may be conditioned upon a number
of factors, including, but not limited to, the satisfaction of any or all of the following: (a) any
disgorgement ordered against the Respondent, whether or not the Commission has fully or partially
waived payment of such disgorgement; (b) any arbitration award related to the conduct that served
as the basis for the Commission order; (c) any self-regulatory organization arbitration award to a
customer, whether or not related to the conduct that served as the basis for the Commission order;
and (d) any restitution order by a self-regulatory organization, whether or not related to the conduct
that served as the basis for the Commission order. '

D. Respondent shall, within 30 days of the entry of this Order, pay a civil money pchalty in

the amount of $35,000 to the United States Treasury. If timely payment is not made, interest shall

accrue pursuant to 31 U.S.C. Section 3717. Such payment shall be: (A) made by wire transfer,
United States postal money order, certified check, bank cashier’s check, or bank money order; (B)
made payable to the Securities and Exchange Commission; (C) hand-delivered or mailed to the
Securities and Exchange Commission, Office of Financial Management, 100 F St., NE, Stop 6042,

-5




Washington, DC 20549; and (D) submitted under cover letter that identifies Douglas G. Frederick as
a Respondent in these proceedings and the file number of these proceedings, a copy of which cover
letter and check, money order, or wire transfer confirmation shall be sent to Jina L. Choi, Market
Abuse Unit, Division of Enforcement, Securities and Exchange Commission, 44 Montgomery St,
26" F loor, San Francisco, CA 94104,

By the Commission.

Elizabeth M. Murphy
Secretary '

Vit Decran)

1 Jiil M, Peterson
Assistant Secretary
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UNITED STATES OF AMERICA

Before the

. SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
" Release No. 67028 / May 18, 2012

ADMINISTRATIVE PROCEEDING
- File No. 3-14720

In the Matter of
Alchemy Ventures, Inc., KM ORDER MAKING FINDINGS AND
g:}l’;m“gt':feﬁs‘;‘;‘ffg’ - IMPOSING REMEDIAL SANCTIONS AND
Mark H. Ro efs StovenD. CEASE-AND-DESIST ORDERS PURSUANT
Hotovec Josghu; A Kot TO SECTIONS 15(b) AND 21C OF THE
’ y ’ SECURITIES EXCHANGE ACT OF 1934 AS

Yisroel M. Wachs, Frank K.
McDonald, and Douglas G.
‘ Frederick,

TO ZANSHIN ENTERPRISES, LLC AND
FRANK K. MCDONALD

Respondents.

L.

In these proceedings, instituted on January 26, 2012 pursuant to Sections 15(b) and 21C of
the Securities Exchange Act of 1934 (“Exchange Act”), Respondents Zanshin Enterprises, LLC
. (“Zanshin”) and Frank K. McDonald (collectively “Respondents”) have submitted Offers of
Settlement (“Offers”) which the Securities and Exchange Commission (“Commission™) has
determined to accept.

1L

Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party, and without admitting or denying
the findings herein, except as to the Commission’s jurisdiction over them and the subject matter of
these proceedings, which are admitted, Respondents consent to the entry of this Order Making Findings
and Imposing Remedial Sanctions and Cease-and-Desist Orders Pursuant to Sections 15(b) and 21C
of the Securities Exchange Act of 1934 as to Zanshin Enterprises, LLC and Frank K. McDonald
(“Order™), as set forth below. -

111
On the basis of this Order and Respondents’ Offers, the Commission finds' that:

' The findings herein are made pursuant to Respondents’ Offers of Settlement and are not binding on any other
persons or entities in this or any other proceeding. ' :
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Summary

1. These proceedings arise from trading access that Zanshin, an unregistered firm, and
MecDonald extended to an individual who subsequently used that trading access to profit from an
account intrusion and market manipulation scheme. On nine occasions from September to
December 2009, the individual made profitable trades through Zanshin contemporaneous with
unauthorized trading in the same securities in hijacked online brokerage accounts of innocent and
unknowing account holders at multiple U.S. broker-dealers. The individual generated ill-gotten gains
of $55,725 from the scheme through Zanshin.

2. By effecting securities transactions for the individual, Zanshin, and McDonald, acting
directly and through Zanshin, acted as unregistered brokers in willful? violation of Section 15(a) of the
Exchange Act. McDonald also willfully aided and abetted and caused Zanshin’s violation of Section
15(a).

Respondents

3. Zanshin Enterprises, LLC is a Texas limited liability company that had its principal
place of business in Boise, Idaho until it ceased operations in February 2010. Zanshin has never been
registered with the Commission in any capacity. From September to December 2009 (the “relevant
period”), approximately 125 individuals traded as many as four million shares per month on U.S.
exchanges in omnibus accounts held in Zanshin’s name at a registered broker-dealer.

4. During the relevant period, Frank K. MecDonald was Managing Member of, and
associated with, Zanshin, In that capacity, McDonald caused Zanshin to extend market access to traders
through Zanshin. McDonald did not hold any securities licenses and was not registered with the
Commission in any capacity during the relevant period. McDonald, age 56, is a resident of Boise,
Idaho.

Sponsored Market Access

5. Sponsored market access is a form of trading access whereby a broker-dealer permits
customers to enter orders into the public market without the orders first passing through the broker-
dealer’s trading systems.

6. The following chart illustrates the relationships through which Zanshin and
McDonald extended market access to an individual identified as a citizen of Latvia (“the Latvian
trader’”) who conducted an account intrusion and market manipulation scheme.

Paid $5,000 deposit, Forwarded trader deposits,
$10.00/1000 shares, peid $10.00/1D00 shares,
0.20% to 0.30% 0.20% to 0.30% rmargin fee

LATV]AN N\, margin fee per month

buylng power

per month Paid $10.001000 shéres
TRADER y T - Weﬁ Registered
9 intrusions ) < ‘Referral P ai’éie&?‘ﬁg%fé? Brokevr-Deaﬂerf
$55,725 in.illegal ke NALINT A |l PR Clearing Firm
. profits. Received $50,000 MARKET ACCESS

2 A willful violation of the securities laws mea
doing.”” Wonsover v. SEC, 205 F.3d 408, 414 (D.C.

1949)).

ns merely ““that the person charged with the duty knows what he is
Cir. 2000) (quoting Hughes v. SEC, 174 F.2d 969, 977 (D.C. Cir.




. 7. During the relevant period, Zanshin, and McDonald, through Zanshin, received
- sponsored market access from a registered broker-dealer and passed the sponsored market access on
to traders through a referral firm that solicited traders through its website and referred them to
Zanshin.

8. In connection with extending sponsored market access to traders through the referral
firm, Zanshin and McDonald participated in the order-taking and order-routing process, extended
credit to the traders in connection with securities transactions, and handled customer funds and
securities.

9. During the relevant period, McDonald arranged for traders solicited by the referral
firm to receive market access through Zanshin. At McDonald’s direction, traders who had been
solicited by the referral firm were trading through Zanshin’s omnibus account via sponsored market
access during the relevant period.

10.  In September 2009, the referral firm notified Zanshin that the Latvian trader had
requested market access. Zanshin provided the Latvian trader with sponsored access trading
software and instructed the software provider to assign the Latvian trader a user ID and password so
that he could use the software to trade online through Zanshin’s account. In so doing, Zanshin, at

McDonald’s direction, provided order-taking and order-routing services and controlled an electronic
trading system for the Latvian trader to trade in the public market,

11.  McDonald was ultimately responsible for authorizing traders referred by the referral
. firm to trade through Zanshin’s account, for determining whether to terminate a trader’s access, and
for controlling the trading parameters in the trading software, including the amount of credit each
trader received.

12.  The Latvian trader wired $5,000 of his own money to the referral firm as a risk
deposit, which the referral firm forwarded to Zanshin. The referral firm arranged for the Latvian
trader to sign a “trader agreement” stating that the Iatvian trader was responsible for 100% of any
trading losses that he incurred through Zanshin’s account.

13.  Zanshin then used the trading software to extend the Latvian trader $50,000 in
“buying power” through Zanshin’s account, which was a portion of the trading credit that Zanshin
received from its registered broker-dealer. Although Zanshin extended credit to the Latvian trader to
purchase securities, Zanshin’s capital was not ultimately at risk because it was entitled to recoup
losses from the Latvian trader and the trading software allowed Zanshin to see the Latvian trader’s
trading in real time and would automatically cut off his trading access if his deposit balance fell
below $2,000, effectively allowing Zanshin to ensure that the Latvian trader would never lose money
in excess of his deposit balance.

14.  Instead of charging commissions, Zanshin received remuneration by charging the
Latvian trader and other traders referred by the referral firm a monthly fee that ranged from 0.20 to
0.30 percent of every dollar of credit above their deposit balance that they were authorized to trade
through Zanshin on margin. McDonald was responsible for setting the amount of the margin fees
. and directed Zanshin to collect these margin fees for extending the market access.

15.  During the relevant period, McDonald directed Zanshin or the registered broker-
dealer to track the Latvian trader’s deposit balance, adding the trading profits that he generated
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through Zanshin’s account and subtracting the margin fees charged by Zanshin and the trading
commissions charged by the registered broker-dealer.

Account Intrusions

16.  On nine occasions between September and December 2009, the Latvian trader made
profitable trades through 7Zanshin’s account contemporaneous with unauthorized trading in the same
securities in hijacked online brokerage accounts at multiple U.S. broker-dealers.

17. On each occasion, the Latvian trader first established a long or short position in a
security through Zanshin’s account. Then the Latvian trader surreptitiously gained access to an
online brokerage account and made large unavithorized trades in the same security to manipulate the
stock price in his favor. Finally, during or shortly after the manipulative trading in the intruded

‘account, the Latvian trader closed out his position through Zanshin at the artificial market price to
generate a profit. ' :

18.  The Latvian trader generated ill-gotten gains of $55,725 from the scheme through the:
electronic trading system provided by Zanshin. The Latvian trader engaged in similar manipulative
trading through other unregistered firms, and generated total profits of more than $850,000 from 159
account intrusions between June 2009 and August 2010.

19.  As a result of providing electronic order-taking and order-routing services that the
Latvian trader used to conduct an illegal market manipulation scheme, Zanshin received $5,700 in
margin fees during the relevant period.

20. By extending market access to traders through the referral firm in the manner
deseribed above, including through participating in the order-taking and order-routing process,
extending credit in connection with securities transactions, handling customer funds and securities,
and allocating trades conducted by the traders against their deposits, Zanshin, and McDonald,
~ directly and through Zanshin, engaged in the business of effecting transactions in securities for the
account of others.

21.  Asdescribed above, McDonald was aware of his role in furthering improper or illegal
activity by Zanshin and provided substantial assistance to Zanshin in connection with conduct that
constituted a violation of the federal securities laws. '

Violations

"22. As a result of the conduct described above, Zanshin and McDonald willfully violated
Section 15(a) of the Exchange Act, which prohibits certain persons and entities, while acting as
brokers, from effecting transactions in securities when such person or entity is not registered with the
Commission as a broker. '

23, As a result of the conduct described above, McDonald willfully aided and abetted and
caused Zanshin’s violation of Section 15(a) of the Exchange Act, which prohibits certain persons
and entities, while acting as brokers, from effecting transactions in securities when such person or
entity is not registered with the Commission as a broker.




. Civil Penalty

24,  Respondent Zanshin has submitted a sworn Statement of Financial Information dated
February 3, 2012 and other evidence and has asserted its inability to pay a civil penalty.

1v.

. In view of the foregoing, the Commission deems it appropriate and in the public interest to
‘impose the sanctions agreed to in Respondents” Offers.

Accordingly, pursuant to Sections 15(b) and 21C of the Exchange Act, it is hereby
ORDERED that:

A. Respondents Zanshin and McDonald shall cease and desist from committing or causing
any violations and any future violations of Section 15(a) of the Exchange Act.

B. Respondents Zanshin and McDonald are censured.

C. Respondent Zanshin shall, within 30 days of the entry of this Order, pay disgorgement
of $5,700.00 and prejudgment interest of $472.05 to the United States Treasury. If timely payment
is not made, additional interest shall accrue pursuant to SEC Rule of Practice 600. Payment shall be:
(A) made by wire transfer, United States postal money, order, certified check, bank cashier’s check,

“or bank money order: (B) made payable to the Securities and Exchange Commission; (C) hand-
delivered or mailed to the Securities and Exchange Commission, Office of Financial Management,
. 100 F St., NE, Stop 6042, Washington, DC 20549; and (D) submitted under cover letter that
identifies Zanshin Enterprises, LLC as-a Respondent in these proceedings and the file number of
these proceedings, a copy of which cover letter and check, money order, or wire transfer
confirmation shall be sent to Jina L. Choi, Market Abuse Unit, Division of Enforcement, Securities
and Exchange Commission, 44 Montgomery St., 28" Floor, San Francisco, CA 94104.

D. Based upon Zanshin’s sworn representations in its Statement of Financial Information
dated February 3, 2012 and other documents submitted to the Commission, the Commission is not
imposing a penalty against Respondent Zanshin. :

- E. The Division of Enforcement (“Division”) may, at any time following the entry of this
Order, petition the Commission to: (1) reopen this matter to consider whether Zanshin provided
accurate and complete financial information at the time such representations were made; and (2) seek an
order directing payment of the maximum civil penalty allowable under the law. No other issue shall be
considered in connection with this petition other than whether the financial information provided by
Zanshin was fraudulent, misleading, inaccurate, or incomplete in any material respect. Zanshin may
not, by way of defense to any such petition: (1) contest the findings in this Order; (2) assert that
payment of a penalty should not be ordered; (3) contest the imposition of the maximum penalty
allowable under the law: or (4) assert any defense to Hability or remedy, including, but not limited to,
any statute of limitations defense.

F. Respondent McDonald shall, within 30 days of the entry of this Order, pay a civil
. money penalty in the amount of $35,000 to the United States Treasury. If timely payment is not made,
interest shall accrue pursuant to 31 U.S.C. Section 3717. Such payment shall be: (A) made by wire
transfer, United States postal money order, certified check, bank cashier’s check, or bank money
order; (B) made payable to the Securities and Exchange Commission; (C) hand-delivered or mailed
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. to the Securities and Exchange Commission, Office of Financia! Management, 100 F St., NE, Stop
6042, Washington, DC 20549; and (D) submitted under cover letter that identifies Frank K.
McDonald as a Respondent in-these proceedings and the file number of these proceedings, a copy of

which cover letter and check, money order, or wire transfer confirmation shall be sent to Jina L.
Choi, Market Abuse Unit, Division of Enforcement, Securities and Exchange Commission, 44
Montgomery St, 26" Floor, San-Francisco, CA 94104,

By the Commission.

Elizabeth M. Murphy
Secretary

-

Peterson

JJIM, Pe
BY ssistant Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

May 18, 2012
In the Matter of
Alderox, Inc., | ORDER OF SUSPENSION OF
Applied Solar, Inc., TRADING
~ Artes Medical, Inc.,
AskMeNow, Inc.,
Blink Logic Inc., and

Convergence Ethanol, Inc.,

File No. 500-1

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Alderox, Inc. because it has' not filed any
periodic reports since the period ended March 31, 2008.
| It appears to the Securities and Exéhange Commission that there is a lack of current and
accurate information concerning the securities of Applied Solar, Inc. because it has not filed any
periodic reports since the perjod ended February 28, 2009.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Artes Medical, Inc. because it has not filed any
_ periodic reports since the period ended Septe_mbef 30, 2008.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerﬁing the securities of AskMeNow, Inc. because it has not filed any
periodic reports since the period ended March 31, 2008.

It appears to the Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Blink Logic Inc. because it has not filed any

periodic reports since the period ended June 30, 2009.
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It appears to thé Securities and Exchange Commission that there is a lack of current and
accurate information concerning the securities of Convergence Ethanol, Inc. because it has not
filed any periodic reports since the period ended June 30, 2007.

The Commission is of the opinion that the public interest and the protection of investors
require a suspension of trading in the securities of the above-listed companies. Therefore, it is
ordéred, pursuant to Section 12(k) of the Securities Exchange Act of 1934, that trading in the
sééurities of the above-listed complanies‘ is suspended for the period from 9:?;0 a.m. EDT on
May 18, 2012, through 11:59 p.m. EDT on June 1, 2012.

By the Commission.

Elizabeth M. Murphy
Secretary

By  Jill M Peterson
Assistant Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67016 / May 18, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14886

In the Matter of | ORDER INSTITUTING

. ADMINISTRATIVE
Alderox, Inc., ' PROCEEDINGS AND NOTICE
Applied Solar, Inc., OF HEARING PURSUANT TO
Artes Medical, Inc., _ ' SECTION 12(j) OF THE
AskMeNow, Inc., ' SECURITIES EXCHANGE ACT
Blink Logic Inc., and o OF 1934

Convergence Ethanol, Inc.,

Respondents.

L

The Securities and Exchange Commission (“Commission™) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange

Act”) against the Respondents named in the caption.

II.
After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

i

1. " Alderox, Inc. (“AROX”) ! (CIK No. 1100091) is a delinquent Colorado
corporation located in San Clemente, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). AROX is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-QSB for the

. period ended March 31, 2008, which reported a net loss of $5,525,941 for the prior nine months.

On Decembet 7, 2009, AROX filed a Chapter 7 petition in the U.S. Bankruptcy Court for the
Central District of California, which was closed on July 7, 2011. As of May 11, 2012, the

© common stock of AROX was quoted on OTC Link (formerly “Pink Sheets”™) operated by OTC

"The short form of each issuer’s name is also its stock symbol.
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Markets Group Inc. (“OTC Link”), had eight market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

2. Applied Solar, Inc. (“APSOQ”) (CIK No. 1176193) is a revoked Nevada
corporation located in San Diego, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). APSOQ is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended February 28, 2009, which reported a net loss of $38,780,000 for the prior nine
months. On July 24, 2009, APSOQ filed a Chapter 11 petition in the U.S. Bankruptcy Court for
the District of Delaware, which was converted to a Chapter 7 petition on December 23, 2009,
and was still pending as of May 11, 2012. As of May 11, 2012, the common stock of APSOQ
was quoted on OTC Link, had ten market makers, and was eligible for the “piggyback”
exception of Exchange Act Rule 15¢2-11(£)(3).

3. Artes Medical, Inc. (“ARTEQ”) (CIK No. 1351197) is a void Delaware
corporation located in San Diego, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). ARTEQ is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended September 30, 2008, which reported a net loss of $35,461,000 for the prior nine
months. On December 1, 2008, ARTEQ filed a Chapter 7 petition in the U.S. Bankruptcy Court
for the Southern District of California, which was still pending as of May 11, 2012. As of May
11, 2012, the common stock of ARTEQ was quoted on OTC Link, had eight market makers, and
was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

4, AskMeNow, Inc. (“AKMN™) (CIK No. 1104538) is a void Delaware corporation
located in Irvine, California with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). AKMN is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 10-Q for the peniod ended March 31,
2008, which reported a net loss of $10,884,045 for the prior three months. As of May 11, 2012,
the common stock of AKMN was quoted on OTC Link, had nine market makers, and was
cligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

5. Blink Logic Inc. (“BLKL”) (CIK No. 81350) is a revoked Nevada corporation
located in San Rafael, California with a class of securities registered with the Comrnission
pursuant to Exchange Act Section 12(g). BLKL is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-Q for the period
ended June 30, 2009. As of May 11, 2012, the common stock of BLKL was quoted on oTC
Link, had eight market makers, and was eligible for the “piggyback” exception of Exchange Act
Rule 15¢2-11(H)(3).

6. Convergence Ethanol, Inc. (“CETH”) (CIK No. 23778) is a defaulted Nevada
corporation located in Las Vegas, Nevada with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). CETH is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended June 30, 2007, which reported a net loss of $5,941,752 for the prior nine months.
On December 21, 2007, CETH filed a Chapter 7 petition in the U.S. Bankruptcy Court for the
Southern District of Texas, which was still pending as of May 11, 2012. As of May 11, 2012,
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the common stock of CETH was quoted on OTC Link, had eleven market makers, and was
eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

B. DELINQUENT PERIODIC FILINGS

7. As discussed in more detail above, all of the Respondents are delinquent in their
periodic filings with the Commission, have repeatedly failed to meet their obligations to file
timely periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or, through
their failure to maintain a valid address on file with the Commission as required by Commission
rules, did not receive such letters.

8. Exchange Act Section 13(a) and the rules promulgated thereunder require issuers
of securities registered pursuant to Exchange Act Section 12 to file with the Commission current
and accurate information in periodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports, and Rule 13a-13 requires
domestic issuers to file quarterly reports.

9. As aresult of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and.13a-13 thereunder.

Il

In view of the allegations made by the Division of Enforcement, the Commission deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine:

A. Whether the allegations contained in Section II hereof are true énd, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such allegations;
and,

B. Whether it is necessary and appropriate for the protection of investors to suspend

" for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondents identified in Section 11
hereof, and any successor under Exchange Act Rules 12b-2 or 12g-3, and any new corporate
names of any Respondents.

Iv.

‘ IT.IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section III hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110}.

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to the

allegations.contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)}- '
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If Respondents fail to file the directed Answers, or fail to appear at 2 hearing after being
duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 or 12¢-3,
and any new corporate names of any Respondents, may be deemed in default and the
proceedings may be determined against it upon consideration of this Order, the allegations of
which may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the
Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, itis not
deemed subject to the provisions of Section 553 delaying the effective date of any final
Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary

I M. Petérsdn
ssistant Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67041 / May 22, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14887

ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
PURSUANT TO SECTION 15(b) OF THE
In the Matter of . - SECURITIES EXCHANGE ACT OF 1934,
' MAKING FINDINGS, AND IMPOSING
RICHARD A. FINGER, JR., REMEDIAL SANCTIONS
Respondent.
L

The Securities and Exchange Commission (“Commission™) deems it appropriate and in the
public interest that public administrative proceedings be, and hereby are, instituted pursuant to

Section 15(b} of the Securities Exchange Act of 1934 (“Exchange Act”) against Richard A. Finger,
Jr. (“Finger” or “Respondent™).

IL

In anticipation of the institution of these proceedings, Respondent has submitted an Offer

- of Settlement (the “Offer””) which the Commission has determined to accept. Solely for the

purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, Respondent consents to the Commission’s
jurisdiction over him and the subject matter of these proceedings and to the entry of this Order
Instituting Administrative Proceedings Pursuant to Section 15(b) of the Securities Exchange Act of
1934, Making Findings, and Imposing Remedial Sanctions (“Order™), as set forth below:
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IIL.
On the basis of this Order and Respondent’s Offer, the Commission finds that:

1. Since February 2011, Finger has been the chief executive officer and
majority owner of Black Diamond Securities, LLC (“Black Diamond”), a broker-dealer registered
with the Commission with offices in Kirkland, Washington. Finger was also a registered :
representative of several other broker-dealer firms from 2001 through 2010.

2. On April 13, 2012, judgment was entered against Finger based on his guilty
plea to one count of wire fraud, in violation of Title 18 United States Code, Sections 1342 and
1343, by the United States District Court for the Western District of Washington, in United States
v. Richard A. Finger, Jr., Crim. No. 2:11-cr-00382-RSM-1. As part of the judgment, Finger was
sentenced to 54 months in prison and three years of supervised release.

3. The count of the criminal complaint to which Finger pled guilty alleged,
inter alia, that (a) Finger induced individuals to invest significant sums of money in accounts
Finger managed at various broker-dealers, including Black Diamond; (b) when trading these
accounts on behalf of his clients, Finger generated significant trading losses and diverted funds to
his personal benefit and use by charging excessive commissions; and (¢) in order to conceal the
trading losses and commissions, Finger provided clients with account statements that falsely
reflected that Finger’s trading had generated positive returns. As a result of this conduct, Finger

~ defrauded at least ten investors of millions of dollars.

Iv.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanctions agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED pursuant to Section 15(b)(6) of the Exchange Act that
Respondent be, and hereby is:

barred from association with any broker, dealer, investment adviser, municipal securities
dealer, municipal advisor, transfer agent, or nationally recognized statistical rating
organization; and

barred from participating in any offering of a penny stock, including: acting as a
promoter, finder, consultant, agent or other person who engages in activities with a
broker, dealer or issuer for purposes of the issuance or trading in any penny stock, or.
inducing or attempting to induce the purchase or sale of any penny stock.

Any reapplication for association by Respondent will be subject to the applicable laws and
regulations governing the reentry process, and reentry may be conditioned upon a number of
factors, including, but not limited to, the satisfaction of any or all of the following: (a) any
disgorgement ordered against Respondent, whether or not the Commission has fully or partially
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waived payment of such disgorgement; (b) any arbitration award related to the conduct that served
as the basis for the Commission order; (c) any self-regulatory organization arbitration award to a
customer, whether or not related to the conduct that served as the basis for the Commission order;
and (d) any restitution order by a self-regulatory organization, whether or not related to the conduct
that served as the basis for the Commission order. '

By the Commission.

Elizabeth M. Murphy
Secretary

| ill M. Peterson
B Assistant Secretary




- UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67043 / May 23, 2012

- ADMINISTRATIVE PROCEEDING
File No. 3-14888

In the Matter of
Savoy Resources Corp., ORDER INSTITUTING
SNRG Corp., ADMINISTRATIVE PROCEEDINGS
Standard Mobile, Inc., and AND NOTICE OF HEARING
VYTEX Energy, Inc., PURSUANT TO SECTION 12(j) OF

: THE SECURITIES EXCHANGE ACT

Respondents. _ OF 1934
I

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”™) against Respondents Savoy Resources Corp., SNRG Corp.,
Standard Mobile, Inc., and VTEX Energy, Inc. '

II.

After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. Savoy Resources Corp. (CIK No. 1113190} is a Colorado corporation located
in Lakewood, Colorado with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Savoy Resources is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-QSB for the period ended March 31, 2006, which reported a net loss of over $299,000
for the prior three months. As of May 14, 2012, the company’s stock (symbol “SVYR™)
was quoted on OTC Link (previously, “Pink Sheets”) operated by OTC Markets Group,
Inc. (“OTC Link™), had seven market makers, and was eligible for the “piggyback”
exception of Exchange Act Rule 15¢2-11(f)(3).
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2. SNRG Corp. (CIK No. 1102944) is a revoked Nevada-corporation located in
Houston, Texas with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). SNRG is delinquent in its periodic filings with the
Commission, having not filed any periodic repotts since it filed a Form 10-QSB for the
period ended June 30, 2006, which reported a net loss of over $35,000 for the prior three
months. As of May 14, 2012, the company’s stock (symbol “SNRG”) was quoted on
OTC Link, had eleven market makers, and was eligible for the piggyback” exception of
Exchange Act Rule 15¢2-11(f)(3). '

3. Standard Mobile, Inc. (CIK No. 1353490) is a Delaware corporation located in
La Mirada, California with a class of securities registered with the Commission pursuant
to Exchange Act Section 12(g). Standard Mobile is delinquent in its pertodic filings with
the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended March 31, 2009, which reported a net loss of over $6,000 for the prior three

“months. As of May 14, 2012, the company’s stock (symbol “SDML”) was quoted on

OTC Link, had three market makers, and was eligible for the “piggyback™ exception of
Exchange Act Rule 15¢2-11(f)(3). - :

’ 4. VTEX Energy, Inc. (CIK No. 1036265) is a revoked Nevada corporation
located in Houston, Texas with a class of securities registered with the Commission .

pursuant to Exchange Act Section 12(g). VTEX Energy is delinquent in its periodic

filings with the Commission, having not filed any periodic reports since it filed a Form

10-QSB for the period ended July 31, 2006, which reported a net loss of over $1.3

million for the prior three months. As of May 14, 2012, the company’s stock (symbol

“VXEN) was quoted on OTC Link, had seven market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-1 1{H(3).

B. DELINQUENT PERIODIC FILINGS

5. Asdiscussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

6. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

7. As a result of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and 13a-13 thercunder.
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. In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section I hereof are true and, in
connéction therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the .
Respondents identified in Section IT hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

Iv.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section Il hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be des gnated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110]. .

1T 1S HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)}.

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default

* and the proceedings may be determined against it upon consideration of this Order, the

allegations of which may be deemed to be true as provided by Rules 155(a), 22001,
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201 .155(a),
201.220(f), 201.221(f), and 201.310}.

This Order shall be served forthwith upon Respondents personally or by certified,

' registered, or Express Mail, or by other means permitted by the Commission Rules of
" Practice.

IT 1S FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a}(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].




]

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding 13 not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary

. . Peter
BY: A‘s\s‘}gtant Secretary




UNITED STATES OF AMERICA . -
Before the
SECURITIES AND EX(;HANGE COMMISSION

May 23, 2012

In the Matter of

Savoy Resources Corp.,
SNRG Corp., ORDER OF SUSPENSION OF

Standard Mobile, Inc., and TRADING.
VTEX Energy, Inc.,, :

File No. 500-1

It appears to the Securities and Exchange Commission that there is a lack of

_current and accurate information concerning the securities of Savoy Resources Corp.

because it has not filed any periodic reports since the period ended March 31, 2006.

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the secﬁrities of SNRG Corp. because it has
not filed any periodic reports since the period ended June 30, 2006.

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Standard Mobile, Inc.
because it has not filed any periodic reports since the period ended Marcﬁ 31, 2609.

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of VTEX Energy, Inc. Because |

it has not filed any periodic reports since the period ended July 31, 2006.
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The Cofnmi,ssion is of the opinion thai the public interest and the protection of
. investors require a suspension of trading in the securities of the above-listed compaﬁies.
Therefore, it is ordered, purs_uant to Section 12(k} olf the Securities Exchange Act
of 1934, that fr'ading in the securities of the above-listed companies is suspended for the
period from 9:30 a.m. EDT on May 23, 2012, through 11:59 p.m. EDT on June 6, 2012.

By the Commission.

Elizabeth M. Murphy
Secretary

'nmPeterson

By: AFssistant Secretary
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Before the

: - UNITED STATES OF AMERICA
. SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67048 / May 23, 2012

ACCOUNTING AND AUDITING ENFORCEMENT
Release No. 3386 / May 23,2012

ADMINISTRATIVE PROCEEDING
File No. 3-10415

: ORDER GRANTING APPLICATION FOR

: REINSTATEMENT TO-APPEAR AND PRACTICE -
: BEFORE THE COMMISSION AS AN ACCOUNTANT
: RESPONSIBLE FOR THE PREPARATION OR

: REVIEW OF FINANCIAL STATEMENTS REQUIRED
: TO BE FILED WITH THE COMMISSION

In the Matter of

Charles P. Morrison, CPA

. On January 31, 2001 Charles P. Morrison, CPA (“Morrison”) was suspended from
appearing or practicing before the Commission as an accountant as a result of settled public
administrative proceedings instituted by the Commission against Morrison pursuant to Rule
102(e)(3)(i) of the Commission's Rules of Practice.! Morrison consented to the entry of the
order without admitting or denying the findings therein. This order is issued in response to
Morrison’s application for reinstatement to appear and practice before the Commission as an
accountant responsible for the preparation or review of financial statements required to be filed
with the Commission. '

The Commission found that Morrison had been permanently enjoined by the United
States District Court for the Eastern District of Pennsylvania from future violations of Section
10(b) of the Securities Exchange Act of 1934 (“Exchange Act”) and Rule 10b-5 thereunder. The
Commission’s complaint alleged that, from at least December 1996 through July 1998, Morrison
violated Section 10(b) of the Exchange Act and Rule 10b-5 thereunder by creating, reviewing
and approving false financial statements and Disclosure Reports of the Allegheny Health,
Education and Research Foundation (“AHERF”) and certain subsidiaries. The complaint further
alleged that Morrison falsely certified to the bond irustee of certain AHERF subsidiaries and
others that the 1997 audited financial statements fairly presented the consolidated financial
position and the results of operations for AHERF as of and for the fiscal year ended June 30,
1997 and that they were prepared in accordance with GAAP.

! See Accounting and Auditing Enforcement Release No. 1364 dated January 31, 2001. Morrison was permitted,
pursuant to the order, to apply for reinstatement after three years upon making certain showings.
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In his capacity as a preparer or reviewer, or as a person responsible for the preparation or
review, of financial statements of a public company to be filed with the Commission, Morrison
attests that he will undertake to have his work reviewed by the independent audit committee of
any company for which he works, or in some other manner acceptable to the Commission, while
practicing before the Commission in this capacity. Morrison is not, at this time, seeking to
appear or practice before the Commission as an independent accountant. If he should wish to
resume appearing and practicing before the Commission as an independent accountant, he will
be required to submit an application to the Commission showing that he has complied and will
comply with the terms of the original suspension order in this-regard. Therefore, Morrison’s
suspension from practice before the Commission as an independent accountant continues in
effect until the Commission determines that a sufficient showing has been made in this regard in
accordance with the terms of the original suspension order.

Rule 102(e)}(5) of the Commission’s Rules of Practice governs applications for
reinstatement, and provides that the Commission may remstate the privilege to appear and
practice before the Commission “for good cause shown.” This “good cause” determination is
necessarily highly fact specific.

On the basis of information supplied, representations made, and undertakings agreed to
by Morrison, it appears that he has complied with the terms of the January 31, 2001 order
suspending him from appearing or practicing before the Commission as an accountant, that no
information has come to the attention of the Commission relating to his character, integrity,
professional conduct, or qualifications to practice before the Commission that would be a basis
for adverse action against him pursuant to Rule 102(e) of the Commission’s Rules of Practice,
and that Morrison, by undertaking to have his work reviewed by the independent audit
committee of any company for which he works, or in some other manner acceptable to the
Commission, in his practice before the Commission as a preparer or reviewer of financial
statements required to be filed with the Commission, has shown good cause for reinstatement.
Therefore, it is accordingly,

ORDERED pursuant to Rule 102(e)(5)(1) of the Commission’s Rules of Practice that
Charles P. Morrison, CPA is hereby reinstated to appear and practice before the Commission as
an accountant responsible for the preparation or review of financial statements required to be
filed with the Commission.

By the Commission.

Elizabeth M. Murphy
Secretary

* Rule 102(e)(5)(i) provides: Byl M. Peterson

“An application for reinstatement of a person permanently suspended or disqualiﬁm%§m£h§%9g§$gw

of this section may be made at any time, and the applicant may, in the Commission’s discretion, be afforded a
hearing; however, the suspension or disqualification shall continue unless and until the applicant has been reinstated
by the Commission for good cause shown.” 17 CF.R. § 201.102(e)(5)(i).




UNITED STATES OF AMERICA
_ Before the
SECURITIES AND EXCHANGE COMMISSION

. SECURITIES EXCHANGE ACT OF 1934
Release No. 67049 / May 23, 2012

ACCOUNTING AND AUDITING ENFORCEMENT
Release No. 3387/ May 23, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-11782"

: ORDER GRANTING APPLICATION FOR

: REINSTATEMENT TO APPEAR AND PRACTICE

: ‘BEFORE THE COMMISSION AS AN ACCOUNTANT
: RESPONSIBLE FOR THE PREPARATION OR

: REVIEW OF FINANCIAL STATEMENTS REQUIRED
: TO BE FILED WITH THE COMMISSION

In the Matter of

Frank D. Edwards, CA

On December 27, 2004, Frank D. Edwards, CA (“Edwards™) was suspended from
appearing or practicing before the Commission as an accountant as a result of settled public
administrative proceedings instituted by the Commlssmn against Edwards pursuant to Rule
102(e)(3)(i) of the Commission's Rules of Practice.' Edwards consented to the entry of the order
without admitting or denying the findings therein. This order is issued in response to Edwards’
application for reinstatement to appear and practice before the Commission as an accountant
responsible for the preparation or review of financial statements requlred to be filed with the
Commission.

The Commission found that Edwards had been permanently enjoined by a United States
District Court from violating Sections 10(b), 13(a), 13(b}(2)(A), 13(b}(2)(B), and 13(b)(5) of the
Securities Exchange Act of 1934 (“Exchange Act”) and Rules 10b-5, 12b-20, 13a-1, 13a-13,
13b2-1, and 13b2-2 thereunder in an action brought against him and other defendants by the
Commission. In its complaint, the Commission alleged that Edwards, as the Chief Financial
Officer of Robotic Vision Systems, Inc. (“Robotic™), signed certain misleading filings with the
Commission while he knew, or was reckless in not knowing, that the financial statements
contained therein contained material overstatements of revenue and net income resulting from
the improper recognition of revenue, that he failed to disclose relevant information to Robotic’s
external auditors, and that he violated and aided and abetted violations of the books and records
and internal controls provisions of the Exchange Act.

! See Accounting and Auditing Enforcement Release No. 2156 dated December 27, 2004, Edwards was permitted,
pursuant to the order, to apply for reinstatement after five years upon making certain showings.
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In his capacity as a preparer or reviewer, or as a person responsible for the preparation or
review, .of financial statements of a public company to be filed with the Commission, Edwards
attests that he will undertake to have his work reviewed by the independent audit committee of
any company for which he works, or in some other manner acceptable to the Commission, while
practicing before the Commission in this capacity. Edwards is not, at this time, seeking to
appear or practice before the Commission as an independent accountant. If he should wish to
resume appearing and practicing before the Commission as an independent accountant, he will
be required to submit an application to the Commission showing that he has complied and will
comply with the terms of the original suspension order in this regard. Therefore, Edwards’
suspension from practice before the Commission as an independent accountant continues in
effect until the Commission determines that a sufficient showing has been made in this regard in
accordance with the terms of the original suspension order.

Rule 102(e)(5) of the Commission’s Rules of Practice governs applications for
reinstatement, and provides that the Commission may reinstate the privilege to appear and
practice before the Commission “for good cause shown.”” This “good cause” determination is
necessarily highly fact specific.

On the basis of information supplied, representations made, and undertakings agreed to
by Edwards, it appears that he has complied with the terms of the December 27, 2004 order
suspending him from appearing or practicing before the Commission as an accountant, that no
information has come to the attention of the Commission relating to his character, integrity,
professional conduct, or qualifications to practice before the Commission that would be a basis
for adverse action against him pursuant to Rule 102(e) of the Commission’s Rules of Practice,
and that Edwards, by undertaking to have his work reviewed by the independent audit committee
of any company for which he works, or in some other manner acceptable to the Commission, in
his practice before the Commission as a preparer or reviewer of financial statements required to
be filed with the Commission, has shown good cause for reinstatement. Therefore, it'is
accordingly,

ORDERED pursuant to Rule 102(e)(5)(i) of the Commission’s Rules of Practice that
Frank D. Edwards, CA is hereby reinstated to appear and practice before the Commission as an
accountant responsible for the preparation or review of financial statements required to be filed
~ with the Commission.

By the Commission.
Elizabeth M. Murphy

Secretary . w WN e
' py{ Jill M. Peterson
‘ SS

istant Secretary

2 Rule 102(e)}(5)(i) provides:

“An application for reinstatement of a person permanently suspended or disqualified under paragraph (e)(1) or (e)(3)
of this section may be made at any time, and the applicant may, in the Commission’s discretion, be afforded a

_hearing; however, the suspension or disqualification shall continue unless and until the applicant has been reinstated’
by the Commission for good cause shown.” 17 CF.R. § 201.102(e)(5)().




UNITED STATES OF AMERICA
Before the '
SECURITIES AND EXCHANGE COMMISSION

May 24, 2012
In the Matter of
Quintek Technologies, Inc.,
The Saint James Co., ORDER OF SUSPENSION OF
Urigen Pharmaceuticals, Inc., TRADING

Valor Energy Corp.,
Wherify Wireless, Inc., and
WinWin Gaming, Inc.,

File No. 500-1

It appears to the Sccurities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of Quintek Technologies, Inc.
because it has not filed any periodic reports since the period ended September 30, 2007.

It appears to the Sccurities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of The Saint James Co.
hecause it has not filed any periodic reports since the period ended September 30, 2009.

It appears to the Securities and Exchange Cor;'nmission that there is a lack of
current and accurate information concermning the securities of Urigen Pharmaceuticals,
Inc. because it has not filed any periodic reports since the period ended March 31, 2010.

1t appears to the Securities and Exchange Commission that there is a Jack of
current and accurate information concemning the securities of Valor Energy Corp. because

it has not filed any periodic reports since the period ended February 28, 2009.
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It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information conceming the securities of Wherify Wireless, Inc.
because it has not filed any periodic reports since the period ended June 30, 2008.

It appears to the Securities and Exchange Commission that there is a lack of
current and accurate information concerning the securities of WinWin Gaming, Inc.
because it has not filed any periodic reports since the period ended June 30, 2006.

The Commission is of the epinion thal the public interest and the protection of
investors require a suspension of trading in the securities of the above-listed companies. .

Therefore, it is ordered, pursuant to Scction 12(k) of the Securities Exchange Act
of 1934, that trading in the securities of the above-listed companies is suspended for the
period from 9:30 a.m. EDT on May 24, 2012, through 11:59 p.m. EDT on June 7, 2012.

By the Commission.

Elizabeth M. Murphy
Seccretary




, ‘ UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67051 / May 24, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-1489%0

In the Matter of

Quintek Technologies, Inc., ORDER INSTITUTING

The Saint James Co., ADMINISTRATIVE PROCEEDINGS

Urigen Pharmaceuticals, Inc., AND NOTICE OF HEARING

Valor Energy Corp., PURSUANT TO SECTION 12(j) OF

Wherify Wireless, Inc., and THE SECURITIES EXCHANGE ACT

WinWin Gaming, Inc., OF 1934 :
. Respondents.

L.

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents Quintek Technologies, Inc., The Saint
James Co., Urigen Pharmaceuticals, Inc., Valor Energy Corp., Wherify Wireless, Inc.,
and WinWin Gaming, Inc.

II.
After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. Quintek Technologies, Inc. (CIK No. 1107714) is a suspended California
corporation located in Huntington Beach, California with a class of securities registered
with the Commission pursuant to Exchange Act Section 12(g). Quintek Technologies is
delinquent in its periodic filings with the Commission, having not filed any periodic

: . reports since it filed 2 Form 10-QSB for the period ended September 30, 2007. On
August 6, 2003, a permanent injunction was entered against Quintek T echnologies,

enjoining the company from violations of the Exchange Act, including Section 13(a). As
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of May 14, 2012 the company’s stock (symbol “QTEK™) was quoted on OTC Link
(previously, “Pink Sheets™) operated by OTC Markets Group, Inc. (“OTC Link™), had
nine market makers, and was eligible for the “piggyback” exception of Exchange Act
Rule 15¢2-11()(3).

2. The Saint James Co. (CIK No. 758256) is a North Carolina corporation located
in Santa Monica, California with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). The Saint James Co. is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended September 30, 2009, which reported a net loss of over $1
million for the prior nine months. As of May 14, 2012, the company’s stock (symbol
“§TIC”) was quoted on OTC Link, had seven market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

3. Urigen Pharmaceuticals, Inc. (CIK No. 9323 52) is a Delaware corporation
located in Walnut Creek, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Urigen Pharmaceuticals is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-Q for the period ended March 31, 2010, which reported a
net loss of over $2.8 million for the prior nine months. As of May 14, 2012, the
company’s stock (symbol “URGP”) was quoted on OTC Link, had eleven market
makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-

11(H(3).

4. Valor Energy Corp. (CIK No. 1081242) is a defaulted Nevada corporation
located in Salmon Arm, British Columbia, Canada with a class of securities registered
with the Commission pursuant to Exchange Act Section 12(g). Valor Energy is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-Q/A for the period ended February 28, 2009, which
reported a net loss of over $332,000 for the prior three months. As of May 14, 2012, the
company’s stock (symbol “VLEN") was quoted on OTC Link, had six market makers,
and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

5. Wherify Wireless, Inc. (CIK No. 1051902) is a void Delaware corporation
located in San Mateo, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Wherify Wireless is delinquent in
its periodic filings with the Commission, having not filed any periodic reports since it
filed 2 Form 10-KSB for the period ended June 30, 2008, which failed to provide any
financial statements, and was materially deficient. As of May 14, 2012, the company’s
stock (symbol “WFYW™) was quoted on OTC Link, had ten market makers, and was
eligible for the “piggyback™ exception of Exchange Act Rule 15¢2-11 (H(3).

6. WinWin Gaming, Inc. (CIK No. §97545) is a revoked Nevada corporation
located in Las Vegas, Nevada with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). WinWin Gaming is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-QSB for the period ended June 30, 2006, which reported a net loss of over $7.3
million for the prior six months. As of May 14, 2012, the company’s stock (symbol
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«“WNWN™) was quoted on OTC Link, had nine market makers, and was eligible for the
“piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

B. DELINQUENT PERIODIC FILINGS

7. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

8. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

9. As a result of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

I1l.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section I hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

Iv.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice (17 C.F.R. §

201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220{(b)].
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If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice {17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary

'(W : \QMM
By (Jil W1, Peterson
saistant Secretary




SECURITIES AND EXCHANGE COMMISSION
[Release Nos. 33-9325; 34-67038 File No. 265-27]
SUBJECT:  Advisory Committee on Small and Emerging Companies.
AGENCY:  Securities and Exchange Commission.
ACTION: Notice of Meeting of SEC Advisory Committee on Small and Emerging
Compani‘es.
SUMMARY: The Securities and Exchange Commission Advisory Committee on Small
and Emerging Companies is providing notice that it will hold a public meeting on Friday,
June §, 2012, in Multi—Pierose Room LL-006 at the Commission’s headquarters, 100 F
Street, N.E., Washington, DC. The meeting will begin at 9:00 a.m. (EDT) and will be
open to the public. The meeting will be webcast on the Commission’s website at
www.sec.gov. Persons needing special accommodations to take part because of a
disability should notify the contact person listed below. The public is invited to submit
written statements to the Committee.

The agenda for the meeting includes discussions of provisions of the Jumpstart
Our Business Startups (J OBS) Act and other matters relating to rules and regulations
affecting small and emerging companies under the federal securities laws. Notice of this
meeting is less than fifteen days prior to the meeting due to an administrative delay.
DATES: Written statements should be received on or before June 5, 2012.

ADDRESSES: Written statements may be submitted by any of the following methods:

" Electronic Statements:

e Use the Commission’s Internet submission form

(http://www.sec.gov/info/smallbus/acsec.shtml);
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or

e Send an e-mail message to rule-comments@sec.gov. Please include File Number

265-27 on the subject line; or

Paper Statements:

e Send paper statements in triplicate to Elizabeth M. Murphy, Federal Advisory
Committee Management Officer, Securities and Exchange Commission, 100 F

Street, N.E., Washington, DC 20549-1090.

Al submissions should refer to File No. 265-27. This file number should be included on

the subject line if e-mail is used. To help us process and review your statement more
efficiently, please use only one method. The Commission will post all statements on the

Advisory Committee’s website (http:// www.sec. gov./info/smallbus/acsec.shtml).

Statements also will be available for website viewing and printing in the
Commission’s Public Reference Room, 100 F Street, N.E., Room 1580, Washington, DC
20549, on official business days between the hours of 10:00 a.m. and 3:00 p.m. All
statements received will be posted without change; we do not edit personal identifying
information from submissions. You should submit only information that you wish to
make available publicly.

FOR FURTHER INFORMATION CONTACT: Johanna V. Losert, Special Counsel, at’
(202) 551-3460, Office of Small Business Policy, Division of Corporation Finance,

Securities and Exchange Commission, 100 F Street, N.E., Washington, DC 20549-3628.




SUPPLEMENTARY INFORMATION: In accordance with Section 10(a) of the Federal
Advisory Committee Act, 5 U.S.C.-App. 1, and the regulations thereunder, Meredith B.

Cross, Designated Federal Officer of the Committee, has ordered publication of this

notice.

By the Commission. WM/ 7%' %7“4?"43;

Elizabeth M. Murphy
Secretary

Dated: May 23, 2012




 UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67060 / May 24, 2012

- ADMINISTRATIVE PROCEEDING
File No. 3-14891

ORDER INSTITUTING ADMINISTRATIVE

In the Matter of PROCEEDINGS PURSUANT TO SECTION

4C OF THE SECURITIES EXCHANGE ACT
SPENCER C. BARASCH, OF 1934 AND RULE 102(e) OF THE

: COMMISSION’S RULES OF PRACTICE,

Respondent. ' : MAKING FINDINGS, AND IMPOSING

REMEDIAL SANCTIONS
L.

The Securities and Exchange Commission (“Commission™) deems it appropriate that
public administrative proceedings be, and hereby are, instituted against Spencer C. Barasch
(“Respondent” or “Barasch”), pursuant to.Section 4C of the Secuntles Exchange Actof 1934
and Rule 102(e)(1)(ii) of the Commission’s Rules of Practice. '

1L

In anticipation of the institution of these proceedings, Respondent has submitted an Offer .
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party and without admitting or denying the
findings herein, except as to the Commission’s jurisdiction over him and the subject matter of
these proceedings, which are admitted, Respondent consents to the entry of this Order Instituting
Administrative Proceedings Pursuant to Section 4C of the Securities Exchange Act of 1934 and
Rule 102(e) of the Commission’s Rules of Practice, Making Findings, and Imposing Remedial
Sanctions (“Order™), as set forth below.

! Rule 102(e)(1)(ii) provides in relevant part, that:
The Commission may censure a person or deny, temporarily or permanently, the
privilege of appearing or practicing before it in any way to any person who is found

by the Commission after notice and opportunity for hearing in the matter:

(ii) to be lacking in character or integrity or to have engaged in unethical or improper

professional conduct ***.
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On the basis of this Order and Respondent’s Offer, the Commission finds that:

1.

‘Barasch, age 54, is licensed to practice law in the District of Columbia and

the State of Texas.

Barasch was Associate District Director for Enforcement.in the
Commission’s Fort Worth District Office (“FWDO”) from June 1998 until
Apnl 2005.

Between 1998 and 2003, Barasch partlmpated personally and substantially
in several decisions relating to the Commission’s response to allegations -
that various entities associated with Robért Allen Stanford, including

_ Stanford Group Company (“SGC”), violated the federal securities laws in

connection with the sale of Stanford International Bank’s (“SIB”) self-

styled “certificates of deposit.”

After leaving the FWDO, Barasch joined a private law firm in 2005 and,
later that year, contacted the Commission’s Ethics Office to inquire as to
whether there was an ethical bar to his representing SGC regarding an.
inquiry by the FWDO. The Ethics Office informed him that he was
permanently barred from working for SGC on this matter because it was
the same as or substantially related to matters he participated in while a
Commission employee. Barasch declined SGC’s request for
representation at this time.

In the fall of 2006, SGC retained Barasch;s Iegal services regarding an
SEC inquiry. In total, Barasch billed for approximately 12 hours of legal
service, including travel time.

On or about October 26, 2006, the Commission entered a formal order of
investigation relating to SGC’s possible violation of the federal securities
laws in connection with the sale of SIB’s self-styled “certificates of
deposit.” o

After learning that the Commission had entered the formal order of
investigation involving SGC, on or about November 27, 2006, Barasch
knowingly communicated with FWDO staff with the intent to influence
them. First, Barasch attempted to obtain information from FWDO staff
about the investigation of SGC. Second, when one of the FWDO
attorneys, in responding to that call, questioned whether Barasch could
represent SGC, Barasch attempted to convince him that Barasch’s
involvement with the SGC matter while at the Commission was minimal,




‘and that Barasch could therefore represent SGC before the Commission.
The FWDQ attorney suggested that Barasch contact the Ethics Office.

8. Soon thereafter, Barasch contacted the Ethics Office and was again
:informed that he was permanently barred from working on matters
concerning SGC’s possible violation of the federal securities laws in
connection with the sale of SIB’s self-styled “certificates of deposit.”
Barasch billed no further time on the matter.

9. 18 U.S.C. § 207(a)(1) prohibits any former “officer or employee . . . of the
- executive branch of the United States . . . after the termination of his or her
service or employment with the United States” from “knowingly
mak{[ing], with the intent to influence, any communication to or
appearance before any officer or employee of any . . . agency . . . on behalf
of any other person . . ., in connection with a particular matter--”

(A)  in which the United States . . . is a party or has a direct and -
substantial interest, S ,

(B)  in which the person participated personally and--subétantially as
such officer or employee, and .

(C)  which involved a specific party or spemﬁc parties at the time of
such participation. :

10. . The Commission finds that Barasch’s conduct was prohibited by 18
' U.S.C. § 207(a)(1) and that his failure to comply with 18 U.S.C. §
207(a)(1) constitutes “improper professional conduct” under Commission
Rule of Practice 102(e)(1)(11).
IV.

Barasch has paid $50,000 to the Department of Justice in settlement of claims pertaining to
Barasch’s representation of SGC, which represents the maximum civil fine available for a civil
violation of 18 U.S.C. § 207.

V.

. In view of the foregoing factual findings and the $50,000 civil fine, the Commission
deems it appropriate to impose the sanction agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED, effective immediately, that: '

A. Respondent is denied the privilege of appearing or practicing before the
Commission as an attorney for ONE YEAR from the date of the Order.




B. After one year from the date of the Order, Respondent may request that the
Commission consider his application to resume appearing and practicing before the Commission
as an attorney. The apphcatlon should be sent to the attention of the Office of the General

Counsel.

C. In support of such an application, Respondent must provide a certificate of good
standing from each state bar where Respondent is a member.

D. In support of such an apphcatlon Respondent must also submit an affidavit
truthfully stating, under penalty of perjury:

1.

2.

that Respondent has complied with the Order;

that Respondent:

“a.

is not currently suspended or disbarred as an attorney by a court of
the United States (or any agency of the United States) or the bar or
court of any state, territory, district, commonwealth, or possession;
and

since the entry of the Order, has not been suspended as an attorney
for an offense involving moral turpitude by a court of the United
States (or any agency of the United States) or the bar or court of
any state, territory, district, commonwealth, or possession, except’
for any suspension concerning the conduct that was the basis for
the Order;

that Respondent, since the entry of the Order, has not been convicted of a
felony or misdemeanor involving moral turpitude as set forth in Rule
102(e)(2) of the Commission’s Rules of Practice; and

that Respondent, since the entry of the Order:

d.

has not been found by the Commission or a court of the United
States to have committed a violation of the federal securities laws,
except for any finding concerning the conduct that was the basis
for the Order;

has not been charged by the Commission or the United States with
a violation of the federal securities laws, except for any charge
concerning the conduct that was the basis for the Order;

has not been found by a court of the United States or any state,
territory, district, commonwealth, or possession, or any bar thereof,
with having committed an offense involving moral turpitude,




~ except for any finding concerning the conduct that was the basis
_for the Order; and

d. has not been charged by the United States or any state, territory,
- district, commonwealth, or possession, or any bar thereof, with
having committed an offense involving moral turpitude, except for
any charge concerning the conduct that was the basis for the Order.

E. If Respondent provides the documentation required in Paragraphs C and D, and -
the Commission determines that he truthfully attested to each of the items required in his
affidavit, he shall by Commission order be permitted to resume appearing and practicing before
the Commission as an attorney.

F. If Respondent is not able to truthfully attest to the statements required in
Subparagraphs D(2)(b) or D(4), Respondent shall provide an explanation as to the facts and
circumstances pertaining to the matter and the Commission may hold a hearing to determine
whether there is good cause to permit him to resume appearing and practicing before the
Commission as an attorney. '

By the Commission.

Elizabeth M. Murphy
Secretary -

K, 0 vl

~ By: Kevin M. O'Neill
Deputy Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 9326 / May 29, 2012

INVESTMENT ADVISERS ACT OF 1940
Release No. 3408 / May 29, 2012

INVESTMENT COMPANY ACT OF 1940
Release No. 30085 / May 29, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14893

ORDER INSTITUTING
ADMINISTRATIVE AND CEASE-AND-
In the Matter of * DESIST PROCEEDINGS PURSUANT
TO SECTION 8A OF THE
SECURITIES ACT OF 1933, SECTIONS
QUANTEK ASSET MANAGEMENT,LLC, |  203(c), 203(f), AND 203(k) OF THE
BULLTICK CAPITAL MARKETS INVESTMENT ADVISERS ACT OF
HOLDINGS, LP, JAVIER GUERRA, and 1940, AND SECTION 9(b) OF THE
RALPH PATINO, INVESTMENT COMPANY ACT OF
1940, MAKING FINDINGS, AND
| . . IMPOSING REMEDIAL SANCTIONS
Respondents. : AND CEASE-AND-DESIST ORDERS -

L

The Securities and Exchange Commission (*“Commission”™) deems it appropriate and in
the public interest that public administrative and cease-and-desist proceedings be, and hereby
are, instituted pursuant to Section 8A of the Securities Act of 1933 (“Securities Act™), Sections
203(e), 203(f), and 203(k) of the Investment Advisers Act of 1940 (“Advisers Act”™), and
Section 9(b) of the Investment Company Act of 1940 (“Investment Company Act”) against
Quantek Asset Management, LLC (“Quantek™), Bulltick Capital Markets Holdings, LP
(“Bulltick™), Javier Guerra (“Guerra™), and Ralph Patino (“Patino™) (collectively

. “Respondents™).
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In anticipation of the institution of these proceedings, Respondents have submitted
Offers of Settlement (the “Offers”) which the Commission-has determined to accept. Solely for
the purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the
findings herein, except as to the Commission’s jurisdiction over them and the subject matter of
these proceedings, which are admitted, Respondents consent to the entry of this Order
Instituting Administrative and Cease-and-Desist Proceedings Pursuant to Section 8A of the
Securities Act of 1933, Sections 203(e), 203(f), and 203(k) of the Investment Advisers Act of
1940, and Section 9(b) of the Investment Company Act of 1940, Making Findings, and
Imposing Remedial Sanctions and Cease-and-Desist Orders (“Order™), as set forth below.,

IIL.

On the basis of this Order and Respondents’ Offers, the Commission finds' that:

Summary

This case involves a prominent Latin American-focused hedge fund adviser named
Quantek that misled investors about three important attributes of funds that it managed:
management “skin in the game,” the funds’ investment process, and certain related-party
transactions. At its peak, Quantek managed over $1 billion in assets, primarily through the
Quantek Master Fund, SPC Ltd. and its two feeder funds, Quantek Opportunity Fund, L.P. and
Quantek Opportunity Fund, Ltd. (collectively the “Opportunity Funds™). -

First, from 2006 through 2008, Quantek made various representations to the effect that
its principals had “skin in the game” along with investors in the Opportunity Funds. “Skin in
the game,” in the managed fund context, means that the adviser or its principals invest their own
money in the fund. Many fund investors consider this an important way to align the adviser’s
interests with their own, resulting in stronger discipline and risk management. In fact,
- Quantek’s principals never invested their own capital in the Opportunity Funds. Quantek made -
these misstatements in due diligence questionnaires and in side letter agreements executed with
certain institutional investors. ' |

‘Second, from 2007 through 2008, Quantek misled investors about the ri gor of the
Opportunity Funds’ investment process. The funds used an asset-based lending strategy, with a
focus on industrial and real estate ventures in Latin America. Because the funds’ loans were
complex and illiquid, investors carefully evaluated Quantek’s process for making investments.
Quantek told investors that ail of the funds’ investments required approval by a committee of
Quantek principals, and that the committee reviewed formal memoranda explaining each
proposed investment before it was made. Quantek also told its largest investor that committee

! The findings herein are made pursuant to Respondents’ Offers of Settlement and are not

binding on any other person or entity in this or any other proceeding.




members documented their approval by signing the memoranda. In reality, Quantek failed to
prepare investment committee memos for numerous transactions. In 2007, the funds’ largest
investor requested copies of the investment committee memos. Quantek responded by creating,
backdating, and signing the missing memos, giving this investor -- and others later — the
misimpression that Quantek had been following its purportedly robust process all along.

. Third, from 2007 through 2010, Quantek provided investors with inaccurate information
about certain related-party transactions by the funds. Because the Opportunity Funds permitted
related-party transactions with Quantek’s parent company, Bulltick, and other affiliates,
investors were wary of transactions that were not properly disclosed. In 2006 and 2007, the
funds made related-party loans to an affiliate of their portfolio manager, Javier Guerra, and to
Bulltick entities that were not properly documented or secured. Subsequently, Quantek and
Bulltick employees prepared and backdated the missing loan documents. Quantek employees
also created investment memos designed to appear as if they were drafted before the funds
made the Joans. These materials inaccurately described key terms of the related-party loans and
gave the impression that the loans had been sufficiently documented and secured at all times.
Quantek provided these misleading documents, or their substance, to the funds’ investors in
various ways.

By its actions, Quantek violated certain antifraud, compliance, and recordkeeping
provisions of the Advisers Act and Securities Act. Quantek’s managing principal, Guerra, and
its former operations director, Ralph Patino, were responsible for making various
misrepresentations on Quantek’s behalf. Bulltick was responsible for aiding and abetting and
causing some of Quantek’s violations. ' -

Respondents

Quantek Asset Management, LLC is a Delaware limited liability company with its
principal place of business in Miami, Florida. At all relevant times it was the investment
adviser for the Opportunity Funds. Quantek was a wholly owned subsidiary of Bulltick from
November 2006 until January 2009, and is now owned primarily by Javier Guerra. Quantek has
been registered as an investment adviser since June 2007, :

Bulltick Capital Markets Holdings, LP is a Delaware limited partnership and the
successor to Bulltick Capital Markets, LP, a Scottish limited partnership founded by Javier
Guerra and his associates. Bulltick Capital Markets, LP was the Bulltick entity in existence at
the time of the events described herein. It was the parent company of Quantek and two
Commission registered broker-dealers. '

Javier Guerra, age 41, resides in Miami, Florida. At all relevant times, Guerra was the
lead principal of Quantek and the portfolio manager for the Opportunity Funds. Guerra was a
partner and managing director of Bulltick from 2000 until January 2009, when Bulltick and
Quantek separated. From at least 2006 through January 2009, an entity controlled by Guerra
owned approximately 30% of Bulltick. '




Ralph Patino, age 46, resides in Miramar, Florida. At all relevant times, Patino was
Quantek’s director of operations. Patino was also Quantek’s head of compliance from
December 2006 through approximately spring 2007, when the firm began preparations to
register.

Other Relevant Entity -

The Opportunity Funds arc hedge funds created in July 2005. The funds have a
master-feeder structure comprised of Quantek Master Fund, SPC Ltd. (offshore) and two feeder
funds, Quantek Opportunity Fund, L.P. (onshore) and Quantek Opportunity Fund, Ltd.,

~ (offshore). Quantek served as investment adviser to the funds from December 2006 until

September 2011. Prior to December 2006, the funds’ adviser was Quantek Financial (Cayman),
Ltd. At its peak in July 2008, the Opportunity Funds had over $1 billion in assets.

Facts
A. Background
Bulltick and Guerra formed Quéntek in 2006 to serve as investment adviser to the

Opportunity Funds. The Opportunity Funds’ main investment strategy was asset-based
lending to finance various Latin American industrial and real estate ventures. The

- Opportunity Funds grew quickly and, by mid-2008, had over $1 billion in assets and about

seventy investors, many of which were institutional.

Quantek and Bulltick failed to implement strong compliance practices at Quantek to
keep pace with the funds’ rapid growth. Quantek lacked a dedicated adviser compliance
function until spring 2008, almost a year after registering as an investment adviser. Between
June 2007, when Quantek registered, and spring 2008, Bulltick’s chief compliance officer and
Bulltick’s broker-dealer subsidiary compliance personnel were given responsibility for
Quantek’s compliance, even though they had virtually no experience or training concerning
registered investment advisers. They also lacked adequate time to perform all of their
additional compliance responsibilities including a review of Quantek’s due diligence
questionnaires and other correspondence with investors.

B. ‘Misstatements Concerning “Skin in the Game”

From December 2006 through at least June 2008, Quantek made representations to
prospective investors that its principals had invested their own money in the Opportunity
Funds. Quantek made these representations in due diligence questionnaire responses and side
letter agreements with sought-after institutional investors.” In fact, none of Quantek’s
principals or affiliates had ever invested their own wealth in the Opportunity Funds.

These misrepresentations provided Quantek with a significant marketing benefit.
“Skin in the game,” also known as principal co-investment, refers to an adviser’s investment

2 Quantek did make accurate disclosures to other investors on the subject of principal co-investment.




in the fund or otherwise alongside fund investors and is widely viewed as an 1mportant way to
align a manager’s interests with its investors. Many fund investors consider principal co-
investment to be an important check on the manager, resulting in stronger investment
discipline and risk management practices. Prospective investors frequently inquire about
principal co-investment during their due diligence process, and many require it in their fund
selection.

Due Diligence Questionnaires

Quantek made misstatements concerning its principals’ investment in the Opportunity
Funds on due diligence questionnaires published by the Alternative Investment Management
Association (“AIMA”™).

AIMA is an international non-profit trade association for the hedge fund industry.
Among the many publications it provides to members is a form due diligence questionnaire
titled, “Hlustrative Questionnaire for Due Diligence Review of Hedge Fund Managers”
(“AIMA DDQ”). This questionnaire is commonly used throughout the industry. Itis
designed to be completed by hedge fund managers and distributed to prospective investors.
The first page of the AIMA DDQ states that the form’s purpose is to “serve as a guide to
investors in their relations with hedge fund managers.” :

From December 2006 through June 2009, Quantek completed several AIMA DDQs
and provided them to prospective investors in the Opportunity Funds.

The AIMA DDQs used by Quantek included a section titled “Management Team’s
Co-Investment” that contained the following questions;

What is the total amount invested by the principals/management in the
fund and other investment vehicles managed pari passu with the fund?

Has the management reduced its personal investment? ~

s Date:
s  Amount:
e Reasons:

Quantek’s operations director and then head of compliance, Patino, was responsible for
preparing Quantek’s AIMA DDQ to be issued in December 2006. Patino answered the first
question for Quantek by writing “$13 million.” He wrote “no” in response to the second
question concerning management reduction of personal investment. In fact, Quantek principals
and management had never invested in the Opportunity Funds or in any vehicle managed pari
passu with the Opportunity Funds.” Accordingly, Patino and Quantek’s “$13 million” answer
was incorrect. The correct response was “zero.”

3 The term pari passu is commonly used in the hedge fund industry. Its literal meaning is “of equal

step.” Quantek investors generally understood pari passu, in this context, to capture other investment vehicles




At the time he answered the AIMA DDQ Management Team Co-Investment questions,
Patino did not know the meaning of the term pari passu and spent very little time researching its
definition. Under an erroneous belief, Patino improperly counted certain unrelated investments
as if they were investments made pari passu with the Opportunity Funds. Patino sent the
completed draft AIMA DDQ answers to others at Quantek, including Guerra, for review and
comment. Later, Guerra sent Quantek’s AIMA DDQ responses to a prospective investor. That
prospective investor subsequently invested approximately $2 million in the Opportunity Funds.

Following the template set by Patino, Quantek and its third-party marketers provided
prospective investors with the incorrect AIMA DDQ responses from December 2006 through
June 2008. During that time, Patino and others at Quantek reduced the amount of Quantek’s

- purported principal/management investment that was reported on AIMA DDQs from $13

million to $10 million in June 2007, and then to $7 million in December 2007. The correct
answer, however, was always “zero.” Furthermore, even though Quantek reduced the amount
of its purported principal co-investment, it consistently answered “No” to the question asking if
Quantek management had reduced their personal investment. ' '

‘The Opportunity Funds’ investors who received AIMA DDQs continued to believe that
Quantek’s principals had a co-investment in the funds.

After Quantek registered as an investment adviser in June 2007, nearly a year passed
before anyone reviewed the firm’s' AIMA DDQ responses for accuracy. During that period,
Quantek did not have its own compliance staff. Bulltick and Guerra undertook to provide
compliance resources to Quantek so it could meet its regulatory compliance obligations.
Therefore, from June 2007 through spring 2008, Quantek and Bulltick shared compliance

- department employees, including a chief compliance officer. However, these shared employees

had virtually no registered investment adviser compliance experience and were not properly
trained in investment adviser regulatory issues. The employees also lacked sufficient time to
review the AIMA DDQs because they were responsible for all compliance work at two Bulltick
owned broker-dealers and Quantek, which by December 2007 was managing two separate
hedge funds and almost $1 billion in assets. '

Eventually, in May 2008, Quantek hired a senior compliance manager with investment
adviser compliance experience. He reviewed its ATIMA DDQ responses and concluded that -
they should be changed. Accordingly, in an updated AIMA DDQ response dated June 2008,
Quantek changed its principal/management investment answer to “N/A.” In June 2009,
Quantek changed this response again to “Zero.” Quantek similarly changed its answer to the
second part, conceming management reduction of personal investment, from “No” to “N/A”

Quantek also provided a prospective investor with misleading information about
principal ¢o-investment in the Opportunity Funds on another type of due diligence

' utilizing the same strategy and style as the Opportunity Funds so that their value rose or fell in unison with the

Opportunity Funds,




questionnaire. In December 2006, a prospective Opportunity Funds investor asked Quantek

to complete a separate due diligence questionnaire titled, “Operational Due Diligence
Questionnaire for Prospective Managers™ (“Operational DD(Q”). The Operational DDQ stated
in capital letters on its first page: '

THIS QUESTIONNAIRE IS AN INTEGRAL PART OF OUR DUE
DILIGENCE PROCESS, NO INVESTMENT DECISIONS CAN OR
WILL BE TAKEN, WITHOUT THE SUPPORT OF THIS '
COMPLETED DOCUMENT.

It contained the question: “Do the partners and employees have investments in the fund?
Please provide as much information as possible.” In response, Quantek stated that “[t]he
Directors of the Manager have position of (sic) the fund, which represents a significant
portion of their wealth.” Quantek answered another query, which sought a description of the
Opportunity Funds’ investor base, by indicating that investments from Quantek principals
accounted for 17% of the funds’ assets. Quantek personnel prepared these inaccurate
responses based on the firm’s incorrect AIMA DDQ answers. In fact, none of Quantek’s
principals had invested in the Opportunity Funds. Less than two months after it received
Quantek’s misleading AIMA DDQ and Operational DDQ answers in December 2006, the
prospective investor made a $2.5 million investment in the Opportunity Funds.

Side Letter Agreements with Institutional Investors

In early 2007, two large institutional investors were considering investments in the
Opportunity Funds. During the course of due diligence, one investor received Quantek’s
maccurate AIMA DDQs concerning principal/management co-investment. The other investor
received the same inaccurate information during a site visit to Quantek’s offices. As a result,
both investors operated with the understanding that Quantek’s principals maintained a co-
investment in the Opportunity Funds. Before investing, both investors separately sought
assurances that they would be notified promptly if Quantek’s principals significantly reduced

_their investments in the Opportunity Funds. '

To memorialize their requirements, both investors sought and obtained side letter
agreements from Quantek. The side letter with the first investor stated:

[Quantek] . . . agrees to (i) provide 2 business days written notice . . .
‘and (ii) waive the standard notice period and accelerate the redemption
date . .. if. .. Javier Guerra withdraws 20% or more of his investment in
the Fund . . .. :

The side letter with the second investor contained similar provisions in the event that
“Quantek principals” redeemed 25% percent or more of their investment in the Opportunity
Funds. Guerra executed both side letter agreements on behalf of Quantek and the Opportunity
Funds.




These side letter agreements implied that Quantek’s principals, including Guerra, had
investments in the Opportunity Funds when in fact they did not. After receiving these side
letters, the two investors allocated nearly $100 million in combined capital to the Opportunity
Funds. ' '

C. Misrepresentations Concerning Investment Process

Quantek’s investment process for the Opportunity Funds was particularly important to
investors. Unlike funds that traded liquid securities on a public exchange, the Opportunity
Funds made unique private investments that were illiquid. The funds’ loans typically were
secured by tangible assets or cash flows, and were subject to foreign law. In addition, Quantek
was a relatively new adviser without an established performance record. For these reasons,
many investors carefully evaluated Quantek’s process for making investments on behalf of the
Opportunity Funds. '

Quantek’s Stated Investment Process

Quantek’s primary seed investor in the fall of 2006 was a large institutional hedge fund
(“Seed Investor”). The Seed Investor made a number of requests that it wanted Quantek to
satisfy before it would invest in the Opportunity Funds. One such request was that Quantek
adopt a robust investment approval process. At the Seed Investor’s request, Quantek formalized
its investment process so that a committee would make investment decisions for the funds. This
investment committee was comprised of five members: Guerra (chairman), two other Bulltick
partners, Patino, and another senior Quantek employee.

According to the funds’ offering documents, Quantek was to rely on the investment
committee when making investment decisions for the funds, and all investments required
approval from at least four committee members. Guerra assured the Seed Investor that all
Opportunity Funds investments would be approved in advance by the investment committee,
and that the committee would memorialize its decisions. Once Quantek committed to
implementing this process, the Seed Investor allocated tens of millions of dollars to the
Opportunity Funds.

Quantek made additional representations to prospective investors about its investment
approval process. Beginning in December 2006, Quantek stated in AIMA DDQ responses and
elsewhere that, as part of the approval process, a formal investment memorandum was prepared
and presented to the investment committee for final consideration before each investment was
made. These memoranda were to describe the proposed transactions and ask the investment
committee to approve them. Patino also told the Seed Investor in June 2007 that when the
investment committee approved a transaction, its members who voted for approval executed the
investment memo for that transaction. Patino further indicated that there was no need for
Quantek to prepare minutes of investment committee meetings because executed investment
memos performed the same function. The investment memos, among other purposes, served to
memorialize the decisions of the investment committee as part of the process Quantek promised
the Seed Investor it would follow.




Failure to Follow Stated Investment Process

The Opportunity Funds grew very quickly. In mid-2006, the funds had about $10
million in assets and three investors. By June 2007, the funds had approximately $635 million.
in assets and almost 60 investors. The Opportunity Funds’ rapid growth, however, coincided
with a period of great disorganization at Quantek. Quantek had no standard procedure for
maintaining the Opportunity Funds’ investment documents and did not keep them in a
centralized location. Many times Quantek employees could not readily locate investment
documentation for reference.

Quantek’s growth and disarray had an impact on the Opportunity Funds’ investment

. approval process. During the first six months of 2007, Quantek repeatedly failed to follow the

process that it had described to investors and prospective investors. Specifically, Quantek made
at least fifteen investments for the Opportunity Funds without first preparing and submitting a -
memorandum to the investment committee. These investments accounted for about $350
million, or more than haif, of the Opportunity Funds’ total portfolio value by June 2007.

The Seed Investor had a practice of conducting periodic due diligence reviews of the
Opportunity Funds’ portfolio. During one of these reviews in June 2007, a director of the Seed
Investor asked Patino, Guerra, and others at Quantek for copies of the investment memoranda.
None of the Quantek employees responded candidly that many of the investment memos did not
exist. Instead, Quantek held off the Seed Investor to allow time for employees to prepare the
missing investment memos. The newly-created memos described past Opportunity Funds
investments in the future tense and purported to seek committee approval for deals that had
already occurred. The memos also gave the impression that the committee’s review and
approval process was far more rigorous than it actually was. Guerra knew that Quantek
employees were preparing after-the-fact investment memos for the Seed Investor in this way.
Nevertheless, Guerra signed the memos along with other committee members so that Quantek
could provide the Seed Investor with fully executed copies. Quantek provided these memos to
the Seed Investor in June 2007. As a result, for the fifteen transactions in question, Quantek
gave the Seed Investor the erroneous impression that the memos were authentic in describing
the investment process and committee action.

‘ Quantek generally prepared timely investment memoranda for investments made after
June 2007. However, through the fall of 2007, Quantek personnel continued drafting after-the-
fact memoranda for investments made prior to June 30, 2007. In addition, Quantek personnel
provided the misleading memos to other investors and prospective investors conducting due
diligence reviews of Opportunity Funds investments. The memos suggested that Quantek was
following a robust, documented investment process, when in fact Quantek had frequently
deviated from that process.

D. Misrepresentations Concerning Related-Party Transactions

The Opportunity Funds” assct-based lending strategy presented potential conflicts of
interest between the funds and Quantek’s affiliates, including its Bulltick parent company.
Bulltick sometimes originated potential investments for the Opportunity Funds. Recognizing



this, the funds’ offering documents permitted them to make transactions with Bulltick and other
Quantek affiliates, including companies owned by Guerra. However, the Opportunity Funds’
investors were wary of related-party transactions between the funds and Quantek’s affiliates.

In 2006 and 2007, the Opportunity Funds made related-party loans to Bulltick entities -
and a separate Guerra-controlled company that were not properly documented or secured by
collateral under the loan terms. Subsequently, Quantek and Guerra provided investors with
misleading information about the timing and terms of these loans. Bulltick assisted Quantek
and Guerra by creating written agreements for the loans that did not reflect the actual
transactions and by permitting its subsidiaries to execute those agreements.

The “Eguus” Loan

In August 2006, Guerra exercised his authority as portfolio manager to direct the
Opportunity Funds to make an $800,000 loan to a company he controlled for a real estate
investment in New York City. The loan was reflected in the Opportunity Funds’ records and
repaid in full with interest by Guerra’s affiliate company in 2008. However, Quantek and
Guerra did not properly document the loan at the time it was made.

_ Before executing a loan agreement, Guerra wanted to ensure that the loan did not have

negative tax implications for the Opportunity Funds. In early 2007, after these tax issues were
resolved, Guerra signed a loan agreement on behalf of the Opportunity Funds. The underlying
real estate investment was made by the Guerra-controlled company and had nothing to do with
Bulltick or its subsidiaries. However, the loan agreement that Guerra executed inaccurately
stated that the Opportunity Funds had made the loan to an entity called Equus Capital Partners,
LP (“Equus™), which was a Bulltick subsidiary. The loan agreement also stated — incorrectly —
that the loan was secured by “commissions” that Equus anticipated receiving, when in fact
Equus’s business did not actually involve the receipt of commissions. The agreement bore the
date on which the loan was made in August 2006, rather than the date when the loan agreement
was prepared and executed in 2007.

Guerra arranged for other Bulltick partners to execute the loan agreement and a
similarly inaccurate loan note on behalf of Equus. As a result, Bulltick permitted its Equus
substdiary to enter into a related-party loan agreement with the Opportunity Funds that did not
reflect the actual transaction. Instead of the loan documentation properly reflecting the funds’
$800,000 unsecured loan to Guerra’s affiliate, the documents showed that the funds had made a
nondescript secured loan to a Bulltick subsidiary called Equus.

Quantek and Guerra provided investors with untrue information about the loan. From
June 2007 through July 2008, Quantek sent investors portfolio reports that referenced an
“Equus” investment, even though the loan had nothing to do with Equus. For much of that time
period, the same portfolio reports stated that the “Equus” investment was in Latin America
when, in fact, Guerra’s affiliate company received the loan and used it to purchase a building in
New York City. In November and December 2007, Guerra personally provided some of the
funds’ investors with portfolio statements repeating the inaccurate borrower and collateral
information in the backdated Equus loan documents. In January 2010, Quantek further
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provided the inaccurate loan documents to a forensic accounting firm retained by a committee
of large investors in the Opportunity Funds to evaluate the funds’ related-party loans.
Inaccurate information about the Opportunity Funds’ loan to Guerra was also reflected on

~ Quantek’s internal records 1nclud1ng its general ledger and trial balance for the Opportunity

- Funds.

The ERV Loan

Quantek and Guerra misled investors about another related-party transaction, a loan
from the Opportunity Funds to an inactive Bulltick subsidiary called ERV Investments, LLC
(“ERV™). Bulltick provided assistance by creating written agreements for the loan that did not
reflect the actual transactions and permitting its subsidiaries to execute those agreements.

In March 2007, the Opportunity Funds made a $10 million related-party loan to ERV.
The purpose of the loan was to enable Bulltick, through the ERV special purpose vehicle, to
provide initial capital to a new hedge fund that Quantek was forming. The loan documentation
was executed by Guerra (on behalf of the funds) and other Bulltick partners (on behalf of ERV).
To secure repayment of the Opportunity Funds’ $10 million loan, Bulltick pledged its
ownership shares of ERV as collateral. However, ERV had no assets, no cash flows, and no
other value apart from the loan proceeds it had just received.

After receiving the loan, Bulltick caused ERV to make a $7 million investment in the
new hedge fund. The rest of the $3 million in loan proceeds were transferred to Bulltick and
used for working capital. At this point, the Opportunity Funds’ original $10 million loan was
under-secured by the ERV shares because ERV’s only asset was the $7 million subscription in
the new fund.

In June 2007, Bulltick caused ERV to assign the Opportunity Funds’ loan to Bulltick
itself, along with the $7 million subscription in the new hedge fund. Bulltick was now the
borrower while ERV was once again an empty vehicle. However, in the loan assignment
process, Bulltick failed to modify the original security agreement to ensure that valuable
collateral would secure the funds’ loan. Instead, the only collateral securing the loan was
Bulltick’s ownership stake in ERV, which was worthless. As a result, the Opportunity Funds’
original loan to ERV was effectively unsecured. Bulltick ultimately repaid the loan in full with
interest in 2009.

Guerra and Quantek provided the Opportunity Funds’ investors with erroneous
information about the ERV loan collateral. In June 2007, Guerra and the other investment
committee members signed a backdated investment memo incorrectly stating that the loan was
to be secured by Bulltick shares, when in fact it was secured by ERV shares. The difference
was material, because ERV had no value at that time. The memo also stated that Bulltick would
hold §3 million of the loan proceeds as a “cash collateral agent,” when in fact Bulltick had
already used the $3 million for its working capital. Quantek personnel provided this memo to
various investors in the funds. Moreover, in November and December 2007, Guerra sent
investors portfolio reports stating incorrectly that the loan collateral was shares of ERV worth
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$7.5 million, the value of the new hedge fund investment. In fact, the ERV shares had no value
because the fund investment had been assigned to Bulltick.

: Finally, in June 2008, Guerra and other Bulltick partners signed backdated assignment
and pledge agreements for the Opportunity Funds’ loan to ERV. In spring 2008, Bulltick
personnel discovered that the documents assigning the loan from ERV to Bulltick had not been
finalized. Bulltick attempted to remedy the problem by preparing backdated assignment and
pledge agreements. Those documents incorrectly indicated that the ERV loan had been
assigned to Bulltick and secured by Bulltick shares as early as June 2007. In this manner,
Guerra, Quantek, and Bulltick made it appear as if the Opportunity Funds’ loan to ERV was
properly documented and secured with valuable collateral at all times. In September 2008,
Quantek provided these loan documents to a prospective investor that was conducting due
diligence on the funds’ related-party transactions. In January 2010, Quantek also provided
these documents to a forensic accounting firm that had been retained by a group of the
Opportunity Funds’ investors specifically to evaluate the funds’ related-party loans. -

Yiolations

Sections 17(a}(2) and 17(a)(3) of the Securities Act

Section 17(a)(2) of the Securities Act specifically prohibits obtaining money or property
by means of any untrue statements of material fact or material omissions in the offer or sale of
securities. Section 17(a)(3) prohibits engaging in any transaction, practice, or course of
business which-operates as a fraud or deceit upon the purchaser in the offer or sale of securities.
Establishing violations of Sections 17(a)(2) and 17(a)(3) does not require a showing of scienter;
negligence is sufficient. Aaron v. SEC, 446 U.S. 680, 697 (1980); SEC v. Hughes Capital
Corp., 124 F.3d 449, 453-54 (3d Cir. 1997).

As a result of the conduct described above, Quantek and Guerra willfully* violated
Sections 17(a)(2) and 17(a)(3) of the Securities Act, and Patino willfully violated Section
17(a)(3) of the Securities Act.

Section 206{4) of the Advisers Act and Rule 206(4)-8 Thereunder

Section 206(4) of the Advisers Act and Rule 206(4)-8 thereunder prohibit investment
advisers from engaging in any act, practice, or course of business which is fraudulent,
. deceptive, or manipulative, and from making any untrue statement of a material fact or omitting
to state a material fact necessary to make the statements made, in light of the circumstances
under which they were made, not misleading to investors or prospective investors in a pooled
investment vehicle. Smenter is not required to establish a violation of Section 206(4) and Rule
206(4)-8.

4 A willful violation of the securities laws means merely “‘that the pérson charged with the duty knows

what he is doing.”” Wonsover v. SEC, 205 ¥.3d 408, 414 (D.C. Cir. 2000) (quoting Hughes v. SEC, 174 F.2d
969, 977 (D.C. Cir. 1949)).
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As a result of the conduct described above, Quantek and Guerra willfully violated
Section 206(4) of the Advisers Act and Rule 206(4)-8 thereunder, and Patino willfully aided
and abetted and caused Quantek’s violations of Section 206(4) of the Advisers Act and Rule
206(4)-8 thereunder.

As a result of the conduct described above, Bulltick willfully aided and abetted and
caused Quantek’s violations of Section 206(4) of the Advisers Act and Rule 206(4)-8
thercunder.

Section 206(4) of the Advisers Act and Rule 206(4)-7 Thereunder

Section 206(4) of the Advisers Act and Rule 206(4)-7 thereunder require registered
investment advisers to adopt and implement written procedures reasonably designed to prevent
violations of the Advisers Act. :

| Quantek willfully violated Rule 206(4)-7 by failing to implement policies and

procedures reasonably designed to prevent the firm from making material misrepresentations to
investors. Quantek’s compliance policies required all of its correspondence with investors and -
prospective investors to be reviewed for compliance with applicable laws and approved in
advance by its chief compliance officer. Quantek’s compliance staff lacked sufficient time to
review those marketing materials because of their other compliance responsibilities at Quantek
affiliates. In addition, prior to spring 2008, Quantek’s compliance employees, including its
chief compliance officer, had virtually no investment adviser compliance experience or training.
As a result, Quantek’s correspondence with investors and prospective investors was not
adequately reviewed and approved as required by its own compliance policies.

Both Bulltick and Guerra willfully aided and abetted and caused Quantek’s violations of
Section 206(4) of the Advisers Act and Rule 206(4)-7 thereunder. Guerra was the founder and
managing principal of Quantek as well as portfolio manager of the Opportunity Funds. Bulltick
established Quantek to serve as its hedge fund advisory subsidiary. Guerra and Bulltick knew
about Quantek’s regulatory compliance obligations and undertook to provide compliance staff
for the firm. However, they assigned compliance staff to Quantek that did not have the o
necessary training, experience, and time to perform the required advisory compliance functions.

Section 204 of the Advisers Act and Rule 204-2(a)(7)

Section 204 of the Advisers Act requires that every investment adviser registered or
required to be registered maintain certain books and records. Rule 204-2(a)(7) requires that
registered investment advisers “make and keep true, accurate and current . . . originals of all
written communications received and copies of all written communications sent by such -
investment adviser[s] relating to (i) any recommendation made or proposed to be made and any
~ advice given or proposed to be given, [and] (ii) any receipt, disbursement or delivery of funds
or securities . .. .” ' '

Quantek willfully violated Section 204 of the Advisers Act and Rule 204-2(a)(7)
thereunder by failing to keep true, accurate, and current originals of written communications -
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with investors and others concerning certain of the Opportunity Funds’ related-party loans,
whose underlying source documentation was inaccurate.

| As aresult of the conduct described abové, Bulltick and Guerra willfully aided and
abetted and caused Quantek’s violations of Section 204 of the Advisers Act and Rule 204-
2(a)(7) thereunder. '

1v.

In view of the foregoing, the Commission deems it appropriate and in the public interest
to impose the sanctions agreed to in Respondents’ Offers.

Accordingly, pursuant to Section 8A of the Securities Act, Sections 203(e), 203(f), and
203(k) of the Advisers Act, and Section 9(b) of the Investment Company Act, it is hereby
ORDERED that:

A. Respondent Quantek cease and desist from committing or causing any violations
and any fature violations of Sections 17(a)(2) and 17(a)(3) of the Securities Act and Sections
206(4) and 204 of the Advisers Act and Rules 206(4)-8, 206(4)-7, and 204-2(a)(7) thereunder.

‘B. Respondent Guerra cease and desist from committing or causing any violations
and any future violations of Sections 17(a)(2) and 17(a)(3) of the Securities Act and Sections
206(4) and 204 of the Advisers Act and Rules 206(4)-8, 206(4)-7, and 204-2(a)(7) thereunder.

C. Respondent Bulltick cease and desist from committing or causing any violations
and any future violations of Sections 206(4) and 204 of the Advisers Act and Rules 206(4)-8,
206{4)-7, and 204-2(a)(7) thereunder. .

D. Respondent Patino cease and desist from committing or causing any violations
and any future violations of Section 17(a)(3) of the Securities Act and Section 206(4) of the
Advisers Act and Rule 206(4)-8 thereunder.

E. - Respondents Quantek and Bulltick are censured.
F. Respondent Guerra be, and hereby is:

barred from association with any broker, dealer, investment adviser, municipal
securities dealer, municipal advisor, transfer agent, or nationally recognized
statistical rating organization with the right to apply for reentry after five (5)
years to the appropriate self-regulatory organization, or if there is none, to the
Commission; and .

prohibited from serving or acting as an employee, officer, director, member of an

advisory board, investment adviser or depositor of, or principal underwriter for, a
registered investment company or affiliated person of such investment adviser,
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depositor, or principal underwriter with the right to apply for reentry after five (5)
years to the appropriate self-regulatory organization, or if there is none, to the
Commussion.

G. Any reapplication for association by Guerra will be subject to the applicable
laws and regulations governing the reentry process, and reentry may be conditioned upon a
number of factors, including, but not limited to, the satisfaction of any or all of the following:
(a) any disgorgement ordered against Guerra, whether or not the Commission has fully or
partially waived payment of such disgorgement; (b) any arbitration award against Guerra
related to the conduct that served as the basis for the Commission order; {c) any self-regulatory
organization arbitration award against Guerra to a customer, whether or not related to the
conduct that served as the basis for the Commission order; and (d) any restitution order against
Guerra by a self-regulatory organization, whether or not related to the conduct that served as the
basis for the Commission order.

H.  Respondent Patino be, and hereby is:

barred from association with any broker, dealer, investment adviser, municipal
securities dealer, municipal advisor, transfer agent, or nationally recognized
statistical rating organization with the right to apply for reentry after one (1) year
to the appropriate self-regulatory organization, or if there is none, to the
Commission; and

prohibited from serving or acting as an employee, officer, director, member of an
advisory board, investment adviser or depositor of, or principal underwriter for, a
registered investment company or affiliated person of such investment adviser,
depositor, or principal underwriter with the right to apply for reentry after one (1)
year to the appropriate self-regulatory organization, or if there is none, to the
Commission.

L Any reapplication for association by Patino will be subject to the applicable
laws and regulations governing the reentry process, and reentry may be conditioned upon a
number of factors, including, but not limited to, the satisfaction of any or all of the following:
(a) any disgorgement ordered against Patino, whether or not the Commission has fully or
partially waived payment of such disgorgement; (b} any arbitration award against Patino related
to the conduct that served as the basis for the Commission order; (c) any self-regulatory

organization arbitration award against Patino to a customer, whether or not related to the

conduct that served as the basis for the Commission order; and (d) any restitution order against
Patino by a self-regulatory organization, whether or not related to the conduct that served as the

~ basis for the Commission order.

I Respondents Quantek and Guerra, shall, jointly and severally, pay

“disgorgement of $2,056,446 and prejudgment interest of $219,585 to the Securities and

Exchange Commission. Payment shall be made in the following installments: $1,138,016
within ten (10) days of the entry of this Order and $1,138,015 on or before October 1, 2012. If
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any payment is not made by the date the payment is required by this Order, the entire
outstanding balance of disgorgement and prejudgment interest, plus any additional interest
accrued pursuant to SEC Rule of Practice 600, shall be due and payable immediately, without
further application. Payments shall be: (A) made by wire transfer, United States postal money
order, certified check, bank cashier’s check or bank money order; (B) made payable to the
Securities and Exchange Commission; (C) hand-delivered or mailed to the Securities and
Exchange Commission, Office of Financial Management, 100 F St., NE, Stop 6042,
Washington, DC 20549; and (D) submitted under cover letter that identifies Quantek and
Guerra as Respondents in these proceedings, the file number of these proceedings, a copy of
which cover letter and money order or check shall be sent to Scott Weisman, Assistant Director;
Asset Management Unit, Division of Enforcement, Securities and Exchange Commission, 100
F St., NE, Washington, DC 20549.

K. Respondent Quantek shall, within ten (10) days of the entry of this Order, pay a
civil money penalty in the amount of $375,000 to the Securities and Exchange Commission. If
timely payment is not made, additional interest shall accrue pursuant to 31 U.S.C. § 3717.
Payment shall be: (A) made by wire transfer, United States postal money order, certified check,
bank cashier's check or bank money order; (B) made payable to the Securities and Exchange
Commission; (C} hand-delivered or mailed to the Securities and Exchange Commission, Office

. of Financial Management, 100 F St., NE, Stop 6042, Washington, DC 20549; and (D)
submitted under cover letter that identifies Quantek as a Respondent in these proceedings, the
file number of these proceedings, a copy of which cover letter and money order or check shall
be sent to Scott Weisman, Assistant Director, Asset Management Unit, Division of
Enforcement, Securities and Exchange Commission, 100 F St., NE, Washington, DC 20549,

L. Respondent Bulltick shall, within ten (10) days of the entry of this Order, pay a
civil money penalty in the amount of $300,000 to the Securities and Exchange Commission. If
timely payment is not made, additional interest shall accrue pursuant to 31 U.S.C. § 3717.
Payment shall be: {(A) made by wire transfer, United States postal money order, certified check,
bank cashier's check or bank money order; (B) made payable to the Securities and Exchange
Commission; (C) hand-delivered or mailed to the Securities and Exchange Commission, Office
of Financial Management, 100 F St., NE, Stop 6042, Washington, DC 20549; and (D)
submitted under cover letter that identifies Bulltick as a Respondent in these proceedings, the
file number of these proceedings, a copy of which cover letter and money order or check shall
.- be sent to Scott Weisman, Assistant Director, Asset Management Unit, Division of
Enforcement, Securities and Exchange Commission, 100 F St., NE, Washington, DC 20549.

M. Respondent Guerra shall pay a civil money penalty in the amount of $150,000
to the Securities and Exchange Commission. Payment shall be made in the following
installments: $75,000 shall be paid within thirty (30) days of the date of this Order and another
$75,000 shall be paid within 365 days of the date of this Order. If any payment is not made by
the date the payment is required by this Order, the entire outstanding balance of civil penalties,
plus any additional interest accrued pursuant to 31 U.S.C. § 3717, shall be due and payable
immediately, without further application. Payment shall be: (A) made by wire transfer, United
States postal money order, certified check, bank cashier's check or bank money order; (B) made
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payable to the Securities and Exchange Commission; (C) hand-delivered or mailed to the
Securities and Exchange Commission, Office of Financial Management, 100 F St., NE, Stop
6042, Washington, DC 20549; and (D) submitted under cover letter that identifies Guerra as a
Respondent in these proceedings, the file numbér of these proceedings, a copy of which cover
letter and money order or check shall be sent to Scott Weisman, Assistant Director, Asset
Management Unit, Division of Enforcement, Securities and Exchange Commission, 100 F St.,
NE, Washington, DC 20549. '

N. Respondent Patino shall pay a civil money penalty in the amount of $50,000 to
the Securities and Exchange Commission. Payment shall be made in the following
installments: $25,000 shall be paid within thirty (30) days of the date of this Order and another
$25,000 shall be paid within 365 days of the date of this Order. If any payment is not made by
the date the payment is required by this Order, the entire outstanding balance of civil penalties,
plus any additional interest accrued pursuant to 31 U.S.C. § 3717, shall be due and payable
immediately, without further application. Payments shall be: (A) made by wire transfer, United
States postal money order, certified check, bank cashier’s check or bank money order; (B) made
payable to the Securities and Exchange Commission; (C) hand-delivered or mailed to the
Securtties and Exchange Commission, Office of Financial Management, 100 F St., NE, Stop
6042, Washington, DC 20549; and (D) submitted under cover letter that identifies Patino as a
Respondent in these proceedings, the file number of these proceedings, a copy of which cover
letter and money order or check shall be sent to Scott Weisman, Assistant Director, Asset
Management Unit, Division of Enforcement, Securmes and Exchange Commission, 100 F St.,
NE, Washington, DC 20549,

0. Pursuant to Section 308(a) of the Sarbanes-Oxley Act of 2002, as amended, a
Fair Fund is created for the disgorgement, interest, and penalties ordered herein. Regardless of
whether any such Fair Fund distribution is made, amounts ordered to be paid as civil money
penalties pursuant to this Order shall be treated as penalties paid to the government for all
purposes, including all tax purposes. To preserve the deterrent effect of the civil penalty,
Respondents agree that in any Related Investor Action, they shall not argue that they are entitied
to, nor shall they benefit by, offset or reduction of any award of compensatory damages by the
amount of any part of Respondents’ payment of civil penalties in this action (“Penalty Offset”).
If the court in any Related Investor Action grants such a Penalty Offset, Respondents agree that
they shall, within 30 days after entry of a final order granting the Penalty Offset, notify the
Commission’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 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 proceeding. For purposes of this paragraph, a “Related Investor
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. Action” means a private damages action brought against one or more of the Respondents by or
on behalf of one or more investors based on substantially the same facts as alleged in the Order
instituted by the Commission in this proceeding. :

By the Commission.

Elizabeth M. Murphy
Secretary

%ﬂ
By: Uill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

INVESTMENT ADVISERS ACT OF 1940
Release No. 3410/ May 29,2012

ADMINISTRATIVE PROCEEDING
File No. 3-14895

ORDER INSTITUTING
In the Matter of | : ADMINISTRATIVE PROCEEDINGS
, : PURSUANT TO SECTION 203(f) OF
Elijah Bang, : THE INVESTMENT ADVISERS ACT
_ : OF 1940, MAKING FINDINGS, AND
Respondent. : IMPOSING REMEDIAL SANCTIONS

I.

The Securities and Exchange Commission (*Commission™) deems it appropriate
and in the public interest that public administrative proceedings be, and hereby are,
instituted pursvant to Section 203(f) of the Investment Advisers Act of 1940 (“Advxsers
Act”) against Elljah Bang (“Bang” or “Respondent”)

IL

In anticipation of the institution of these proceedings, Respondent has submitted
an Offer of Settlement (the “Offer”) which the Commission has determined to accept.
Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party, and without admitting
or denying the findings herein, except as to the Commission’s jurisdiction over him and
the subject matter of these proceedings, and the findings contained in Section II1.2 below,
which are admitted, Respondent consents to the entry of this Order Instituting
Administrative Proceedings Pursuant to Section 203(f) of the Investment Advisers Act of
1940, Making Findings, and Imposing Remedial Sanctions (*Order™), as set forth below.

1L
On the basis of this Order and Respondent’s Offer, the Commission finds that:

1. Bang, age 31, resides in Los Angeles, California. Bang represented
himself as the president of [U Group, Inc. Bang has never been registered with the

Commission in any capacity.
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. 2. On December 27, 2011, a judgment was entered by consent against
Bang, permanently enjoining him from future violations of Sections 5(c) and 17(a} of the
Securities Act of 1933, and Sections 206(1), 206(2), and 206(4) of the Advisers Act and
Ruie 206(4)-8 thereunder, in the civil action entitled Securities and Exchange
Commission v. IU Group, Inc., et al., Civil Action Number CV-11-00556 MMM
(Al Wx) in the United States District Court for the Central District of California.

3. The Commission’s COmplamt alleged that Bang attempted to sollclt
" investors on behalf of IU Wealth, Inc., of which Bang was its principal, and which
purported to operate as a hedge fund. The complaint alleged that Bang made material
representations to prospective investors in IU Wealth, including falsely representing that
the purported hedge fund had generated an average monthly return of 8.29%, and that the
fund handled the wealth of high-net worth individuals such as athletes, actors, and
producers.

v.

In view of the foregoing, the Commission deems it appropriate and in the public
interest to impose the sanctions agreed to in Respondent Bang’s Offer.

Accordingly, it is hereby ORDERED:

. Pursuant to Section 203(f) of the Advisers Act, that Respondent Bang be, and hereby
is barred from association with any broker, dealer, investment adviser, municipal securities
dealer, municipal advisor, transfer agent, or nationally recognized statistical rating
organization.

Any reapplication for association by the Respondent will be subject to the
applicable laws and regulations governing the reentry process, and reentry may be
conditioned upon a number of factors, including, but not limited to, the satisfaction of

“any or all of the following: (a) any disgorgement ordered against the Respondent,
whether or not the Commission has fully or partially waived payment of such
disgorgement; (b) any arbitration award related to the conduct that served as the basis for
the Commission order; (c) any self-regulatory organization arbitration award to a
customer, whether or not related to the conduct that served as the basis for the
Commission order; and (d) any restitution order by a self-regulatory organization,
whether or not related to the conduct that served as the basis for the Commission order.

By the Commission.

Elizabeth M. Murphy

. Secretary
| %« M etnar
I M. Peterson
Assistant Secretary




UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67072 / May 29, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14898

In the Matter of
Oklahoma Energy Corp., ORDER INSTITUTING
OL Funding, Inc., ADMINISTRATIVE PROCEEDINGS
OmniSky Corp., ' AND NOTICE OF HEARING
Orange County Ventures, Inc. , PURSUANT TO SECTION 12(j) OF
Percipio Biotherapeutics, Inc., and THE SECURITIES EXCHANGE ACT
Priviam, Inc., OF 1934

Respondents.

I

The Securities and Exchange Commission (“Commission™) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act™) against Respondents Oklahoma Energy Corp., OL Funding, Inc.,
OmniSky Corp., Orange County Ventures, Inc., Percipio Biotherapeutics, Inc., and
Priviam, Inc.

-~

1L
After an investigation, the Division of Enforcement alleges that:
A. RESPONDENTS

1. Oklahoma Energy Corp. (CIK No. 355649) is a suspended Oklahoma
corporation Jocated in Gualala, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Oklahoma Energy is delinquent in
its periodic filings with the Commission, having not filed any periodic reports since it
filed a Form 10-K for the period ended December 31, 2001, which reported a net loss of
over $5.97 million for the prior twelve months. As of May 17, 2012, the company’s
stock (symbol “OKOK™) was traded on the over-the-counter markets.
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2. OL Funding, Inc. (CIK No. 1415018) is a dissolved Nevada corporation
located in Beverly Hills, California with a class of securities registered with the
Commisston pursuant to Exchange Act Section 12(g). OL Funding is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended February 29, 2008, which reported a net loss of $70,194
for the prior three months.

3. OmniSky Corp. (CIK No. 1104771) is a void Delaware corporation located in
San Francisco, California with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). OmniSky is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended June 30, 2001, which reported a net loss of over $33 million for the
prior three months.

4. Orange County Ventures, Inc. (CIK No. 841715) is a void Delaware
corporation located in Irvine, Califorma with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Orange County is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended June 30, 1997, which reported a net loss of over $10
million for the prior six months.

5. Percipio Biotherapeutics, Inc. (CIK No. 1046120) is a revoked Nevada
corporation located in Los Angeles, California with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). Percipio is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-K for the period ended August 31, 2008, which reported a net loss of over $1.74
million for the prior twelve months.

6. Priviam, Inc. (CIK No. 1120088) is a New Jersey corporation located in Irvine,
Califorma with a class of securities registered with the Commission pursuant to Exchange
Act Section 12(g). Priviam is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 10-Q for the period ended
March 31, 2009, which reported a net loss of $82,966 for the prior three months.

B. DELINQUENT PERIODIC FILINGS

7. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinguency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

8. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate informatton in periodic reports, even 1f the registration




is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

9. Asaresult of the fbregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

HI.

"In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A, Whether the allegations contained in Sectton II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section 111 hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(%), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice. -




IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
- or any factually related proceeding will be permitted to participate or advise in the
deciston of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary

By Jill M. Peterson
Assistant Secretary




UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 67077 / May 30, 2012

ADMINISTRATIVE PROCEEDING
File No. 3-14900-

In the Matter of

Ohio Ferro Alloys Corp., ORDER INSTITUTING

Orbcomm Corp., ADMINISTRATIVE PROCEEDINGS

Outboeard Marine Corp., ' | AND NOTICE OF HEARING

Oz Communications, Inc. PURSUANT TO SECTION 12(j) OF

Penn-Pacific Corp., : THE SECURITIES EXCHANGE ACT
- Peoples Community Bancorp, Inc., OF 1934

Performance Health Technologies, Inc., and
Petals Decorative Accents, Inc.,

Respondents.

L

The Securities and Exchange Commission (*Commission™) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act™) against Respondents Ohio Ferro Alloys Corp., Orbcomm Corp.,
Outboard Marine Corp., Oz Communications, Inc., Penn-Pacific Corp., Peoples
Community Bancorp, Inc., Performance Health Technologies, Inc., and Petals Decorative
Accents, Inc.

IT.
After an investigation, the Divisio.n of Enforcement alleges that:
| A. RESPONDENTS
1. Ohio Ferro Alloys Corp. (CIK No. 73967) is a cancelled Ohio corporation

- located in Canton, Ohio with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Ohio Ferro is delinquent in its periodic filings
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with the Commission, having not filed any periodic reports since it filed a Form 10-K for
the period ended December 31, 1994, which provided no financial statements.

2. Orbcomm Corp. (CIK No. 1058416) is a dissolved Delaware corporation
located in Herndon, Virginia with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Orbcomm is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-K for
the period ended December 31, 1998, which reported a net Joss of over $69 million for
the prior twelve months. On September 15, 2000, the company filed a Chapter 11
petition in the U.S. Bankruptey Court for the District of Delaware, and the case was
closed on June 30, 2003.

3. Outboard Marine Corp. (CIK No. 75149) is-a void Delaware corporation
located in Waukegan, Illinois with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Outboard Marine is delinquent n its periodic
~ filings with the Commission, having not filed any periodic reports since it filed a Form

10-Q for the period ended June 30, 2000, which reported a comprehensive net loss from
operations of $62.3 million for the prior six months. On December 22, 2000, the -
company filed a Chapter 11 petition in the U.S. Bankruptcy Court for the Northern
District of Illinois, and the case was still pending as of May 18, 2012.

- 4. Oz Communications, Inc. (CIK No. 1112509) is a suspended California
corporation Jocated in Montreal, Quebec, Canada with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). Oz Communications is
delinguent in its periodic filings with the Commisston, having not filed any peniodic
reports since it filed a Form 10-Q for the period ended September 30, 2002.

5. Penn-Pacific Corp. (CIK No. 77140) is.a revoked Nevada corporation located
in Fort Lauderdale, Florida with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Penn-Pacific is delinquent in its periodic filings
“with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended December 31, 2008, which reported a net loss of $145,535 since the
company’s January 13, 1997 inception. ' ' '

6. Peoples Community Bancorp, Inc. (CIK No. 1100983) is a forfeited Maryland
corporation located in West Chester, Chio with a class of securities registered with the '
" Commisston pursuant to Exchange Act Section 12(g). Peoples is delinquent in 1ts
pertodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended March 31, 2009, which reported a net loss of over $4.4
million for the prior three months. As of May 18, 2012, the company’s stock (symbol
“PCBI”) was traded on the over-the-counter markets.. =~

7. Performance Health Technologies, Inc. (CIK No. 1267147) is a void Delaware
corporation located in Trenton, New Jersey with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Performance is delinquent in 1ts
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended September 30, 2008, which reported a net loss of over
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$7.79 million for the prior mine months. As of May 18, 2012, the company’s stock

(symbol “PFMH”) was traded on the over-the-counter markets.

8. Petals Decorative Accents, Inc. (CIK No. 789097) is a void Delaware

corporation located in Ridgefield, Connecticut with a class of securities registered with

the Commission pursuant to Exchange Act Section 12{g). Petals is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-QSB for the period ended September 30, 2006, which reported a net loss of over
$2.47 million for the prior three months.

B. DELINQUENT PERIODIC FILINGS

9. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their

_obligations to file timely periodic reports, and failed to heed delinquency letters sent to

them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

10. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual

reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

11. As aresult of the foregoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

1L

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section 1I hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each

“class of securities registered pursuant to Section 12 of the Exchange Act of the

Respondents identified in Section 1I hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate namés of any Respondents.

IV,

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section 111 hereof shall be convened at a time and
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place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110]. '

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

_If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against it upon consideration of this Order, the
allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules.of Practice [17 C.F.R. §§ 201. 155(a)

201.220(f), 201.221(f), and 201.310].

This Order shal] be served forthwith upon Respondents personally or by certified,

. registered, or Express Mail, or by other means permitted by the Commission Rules of

Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360{a)(2) of the Commission’s Rules of Practice [17 C.F.R. §.201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of °
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Elizabeth M. Murphy
Secretary

.II M. Peterson
ssastant Secretary
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. UNITED STATES OF AMERICA
- Before the

SECURITIES AND EXCHANGE COMMISSION

INVESTMENT ADVISERS ACT OF 1940
Release No. 3412 / May 30, 2012

INVESTMENT COMPANY ACT OF 1940
Release No. 30086 / May 30, 2012

- ADMINISTRATIVE PROCEEDING
File No. 3-14899

, ORDER INSTITUTING
In the Matter of ADMINISTRATIVE AND CEASE-
AND-DESIST PROCEEDINGS
OXFORD INVESTMENT PURSUANT TO SECTIONS 203(¢),
PARTNERS, LLC AND 203(f) AND 203(k) OF THE
- WALTER J. CLARKE INVESTMENT ADVISERS ACT OF
, 1940 AND SECTION 9(b) OF THE
Respondents. : INVESTMENT COMPANY ACT OF
1940 AND NOTICE OF HEARING

L

The Securities and Exchange Commission (“Commission”™) deems it appropriate
- and in the public interest that public administrative and cease-and-desist proceedings be,
and hereby are, instituted pursuant to Sections 203(e) and 203(k) of the Investment
Advisers 'Act of 1940 (“Advisers Act”) and Section 9(b) of the Investment Company Act of
1940 (“Investment Company Act”), against Oxford Investment Partners, LLC (“Oxford™),
and pursuant to Sectionis 203(f) and 203(k) of the Advisers Act and Section 9(b) of the
Investment Company Act against Walter J. Clarke (“Clarke,” and together with Oxford,
“Respondents.”)

II.
After an investigation, the Division of Enforcement alleges that:
A. SUMMARY
1. This matter concerns fraud and repeated breaches of fiduciary duty by
- Oxford, a Phoenix based registered investment adviser, and Clarke, Oxford’s owner and

principal. In late 2007, Clarke faced severe financial problems and decided to obtain
. money to address his difficulties by exploiting an Oxford client. Specifically, in March
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2008, Clarke sold 7.5% of his ownership interest in Oxford to a client at a fraudulently
inflated price ($750,000). Indeed, in connection with this transaction, Clarke employed
several devices to artificially inflate the value of Oxford by at least $1.5 million, thereby
causing the client to overpay for the 7.5% interest in the firm by at least $112,000. '

2. Moreover, on two occasions, Oxford and Clarke recommended and placed

several clients in investments in which Clarke and/or Oxford had personal and pecuniary
interests without first disclosing facts giving rise to plain conflicts of mterest relating to
these investments.

-

3.  First, in September 2007, Clarke convinced a client to fund a $116,000 loan
originated by Cornerstone Lending Group (“Cornerstone™). Similarly, in March 2008,
Clarke convinced two additional clients to invest $200,000 to fund another Cornerstone
loan origination. However, in each instance, Respondents failed to disclose that Clarke: (1)
co-founded and was an owner of Cornerstone; and (2) would profit from Cornerstone loan
originations. Within a few months of the loans being funded, the borrowers defaulted and
the Oxford clients lost their entire investments.

4. Second, in November 2008, Clarke convinced four clients to invest
approximately $10,000 each in a privately-held company called HotStix, without first
disclosing that the owners of HotStix: (1) had ownership interests in Oxford; and (2) were
paid consultants to Oxford. Subsequently, HotStix failed and sought bankruptcy
protection, which resulted in the clients’ investment in the firm being marked down to zero.

B. RESPONDENTS

5. Oxford is an investment adviser located in Phoenix, Arizona, which
registered with the Commission on March 4, 2003. Oxford provides discretionary advisory
services to 364 client accounts, and non-discretionary advisory services to 25 accounts,
totaling approximately $224 million in assets under management. :

6. Clarke, age 49, currently resides in Phoenix, Arizona and is Oxford’s
founder, president, and sole control person. At all relevant times, Clarke was responsible
for the management of Oxford’s business and solely responsible for identifying,
recommending and assessing potential investment opportunities on behalf of Oxford’s
clients. Clarke holds a Secries 65 license, after having passed the Uniform Investment
Adviser Law examination administered by FINRA. :

C. OTHER RELEVANT ENTITIES

7. Oxford Stix is a pooled investment vehicle that Oxford and Clarke created
in 2006 to invest assets of Oxford’s clients in HotStix, which was a privately-held company
in Arizona that provided golf club fittings. Oxford served as the investment adviser to
Oxford Stix, and four Oxford clients were members of Oxford Stix. In 2006, Oxford Stix
invested a total of $900,000 in HotStlx In November 2008, Oxford Stix invested an
addltlonal $40,000 in HotStix. '
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8. Comerstone Lending Group (“Cornerstone”) was a lending firm in
Phoemx Arizona that Clarke co-created in 2007. Cornerstone focused exclusively on
“hard money” lending, which is generally considered to be sub-prime. At Cornerstone’s
inception, Clarke held a 30% ownership interest in the firm, and thus would personally
benefit from any profits realized. Comerstone only originated two loans, which were

~ funded almost exclusively by Oxford’s clients. Cornerstone received points in connection
‘with its loan originations.

_ 9. The Center for Wealth Management (“CWM?”) is an entity that Clarke
co-founded in 1999 that offers financial planning courses through colleges and universities
in California and Arizona.

D. CLARKE FRAUDULENTLY INFLATED THE PRICE OF OXFORD
WHEN SELLING AN INTEREST IN THE FIRM TO A CLIENT

1. In Late 2007, Clarke’s Acute Financial Problems Drove Him to Sell a
Portion of His Interest in Oxford

10. In late 2007, Clarke decided to sell a portion of his ownership interest in
Oxford to raise money to address his deteriorating financial condition. ~ As of Q1 2008,
Clarke was heavily in debt and was struggling to meet his financial obligations. Indeed,
Clarke was facing numerous financial difficulties in late 2007, which persisted and
worsened in early 2008.

11.  First, Clarke was paying mortgages on two homes — a new home he had
purchased in 2007 for $3.5 million, as well as his previous home, which he was unable to
sell. In the summer of 2007, Clarke’s moﬂgage payments ballooned as his interest rate
increased from 5.75% to 7%.

12.  Second, a number of “lifestyle” expenses (e.g., private schools, professional

. tennis lessons and interior designers) also aggravated his personal financial situation. In a

January 2008 email, Clarke complained bitterly about being under pressure to find a
solution to his financial problems.

13. Third, Clarke’s finances were strained by a legal settlement with Wachovia,
his former employer. Pursuant to the terms of this $400,000 settlement, as of January 1,
2008, Clarke was obligated to: (1) make quarterly payments of $10,000 to Wachovia; and
(2) pay an additional $130,000 by January 15, 2009.

14.  Fourth, Clarke’s purchase of an advisory firm was also a financial burden
that contributed to his inclination to sell a portion of his interest in Oxford. In connection
with this $600,000 purchase, Clarke executed an agreement whereby he agreed to pay
$30,000 per quarter in satisfaction of the purchase price.




15.  Fifth, when Gary Cluff (a co-owner of Oxford) became severely ill in late
2007, he approached Clarke about buying out his interest, which in turn caused Clarke to
look for sources of liquidity. ~

2. In March 2008, Clarke Convinced an Oxford Client to Purchase an
Interest in Oxford on the Basis of False and Misleading Information

16.  In December 2007, Clarke asked Client A to constder purchasing an interest
in Oxford. During his conversations with Client A, Clarke asserted that Oxford had grown
dramatically, and that he expected such growth to continue, thereby increasing the firm’s
value. Clarke said that he was selling interests in Oxford to “expand his business” — e.g.,
by hiring employees and building out office space. Clarke also said that he was selling
interests in Oxford because he needed capital to add infrastructure to the firm in
anticipation of landing a large Indian gaming client. Additionally, Clarke told Client A that
the firm was so profitable that: (1) he had received $1.5 million in distributions in 2007,
and that (2) revenues in excess of $1.5 million would be distributed to Oxford’s other
owners in proportion to their ownership interest in the firm.

17. In March 2008, Clarke sold Client A 7.5% of his ownership interest in
Oxford for $750,000. Neither Client A, nor any lawyer or accountant acting on her behalf,
performed any diligence relating to Oxford prior to the sale. To consummate the sale,
Client A and Clarke executed a document entitled Membership Interest Purchase
Agreement (“Purchase Agreement”), and Client A then authorized the transfer of $750,000
from her account to an account in the name of “Oxford Investment Partners LLC.”

18.  Within days of the transfer, rather than make the capital investments in
Oxford that he had mentioned to Client A, Clarke withdrew the money and used it to
alleviate his personal financial problems.

3. Clarke Deliberately Inflated the Value of Oxford in Connection with
the March 2008 Sale of a Portion of His Interest in Oxford to Client A

19. Clarke valued Oxford at $10 million in connection with the sale to Client
A. However, Clarke has failed to offer any documentation or plausible explanation to
support this valuation. To the contrary, Clarke deliberately employed three devices to
fraudulently inflate his valuation of Oxford. First, Clarke performed the valuation by
applying an excessive and baseless multiple to Oxford’s 2007 annual revenue. Second,
Clarke calculated Oxford’s 2007 revenue by quadrupling Oxford’s Q4 2007 revenue — the
highest of 2007 ~ and -ignoring Oxford’s lower revenue numbers from the previous three
quarters. Third, Clarke added an additional and baseless $1 million “premium” to Oxford’s
valuation, which he claimed accounted for Oxford’s “amazing” growth trajectory.

20. Clarke claimed that his $10 million valuation was based upon listings for
the sale of advisory firms published by a firm called “FP Transitions”, which performs
valuations of advisory firms and provides listings for — and other services related to — the
sale of advisory firms. These listings include the firm’s annual revenues, number of clients
and the owner’s asking price.



21. - According to Clarke, the listings prompted him to value Oxford at 3x the
firm’s 2007 revenues. Clarke claimed that, based upon the listings published by FP
Transitions during the 2007 timeframe, advisory firms were selling at between 2.5x and
3.5x annual revenue, and thus he was confident that he was “right down the middle” in
valuing Oxford at 3x its 2007 annual revenue.

22.  However, according to FP Transitions, in 2007 advisory firms sold at an
average multiple of 2.49, while the high multiple was 2.98 and the low multiple was 1.63.
Similarly, in 2008, advisory firms sold at an average multiple of 2.33, with a high multiple
of 2.74 and a low multiple of 2.33. Nevertheless, Clarke maintained that his review of the
FP Transitions listings gave him confidence that he was “right down the middle” in valuing
Oxford at 3x its 2007 annual revenue.

23.  Next, Clarke proceeded to calculate Oxford’s “2007 revenue.” However,
Clarke did so by quadrupling Oxford’s Q4 2007 revenue ($745,109), rather than adding up
the revenues from Q1 through Q4 ($637,622; $700,798; $734,457; $745,109, respectively).
Using this approach, Clarke calculated Oxford’s 2007 revenue at $2,980,436 — as opposed
to Oxford’s actual 2007 revenue, which was $2,817,986 (a difference of $162,450).

24.  Clarke then multiplied his inflated 2007 annual revenue figure (32,980,436)
by 3 to get $8,941,308 (a figure containing $487,350 of inflation due to Clarke’s
questionable calculation of Oxford’s 2007 revenue).

25.  Finally, Clarke added a $1 million “premium” to his valuation of Oxford,
which he felt was warranted due to the ¢ ‘amazing trajectory” of Oxford’s growth. Clarke
attributed some portion of the premium to Oxford’s relationship with CWM, even though
CWM had operated at a loss since inception. '

E. RESPONDENTS FAILED TO DISCLOSE FACTS CONSTITUTING
CONFLICTS OF INTEREST TO CLIENTS

1. Respondents Failed to Disclose Clarke’s Ownership Interest in
Cornerstone Prior to Advising Clients to Fund Loans Originated by
that Firm

a. The Petra Luh Loan

26.  In September 2007, Clarke advised an Oxford client (“Client B”) to fund a
$116,000 loan to Petra Luh (the “Petra Luh Loan™), who intended to use the proceeds to
help fund a project in Arizona. Client B informed Clarke that she was uncomfortable with
the loan due to the questionable collateral offered, as well ds the generally poor level of
documentation. Clarke responded to her concerns by stressing that any changes would
“kill” the deal and offering to “guarantee” her against any losses. In reliance upon Clarke’s
representatlons Client B funded the $116,000 loan to Petra Luh. Cornerstone received
points in connection with its origination of the Petra Luh Loan. Additionally, Oxford




charged Client B advisory fees on the Petra Luh Loan, as it constituted an asset under
management. '

27. Prior to advising Client B to fund the Cornerstone loan to Petra Luh, neither
Clarke, nor Oxford, informed her of the material fact that Clarke had an ownership interest
in Cornerstone, and thus stood to profit from Cornerstone loans. Shortly after Client B
funded the Petra Luh Loan, Luh stopped making interest payments, and subsequently
defaulted. As a result of Luh’s default, Client B was forced to hire an attorney and incur
fees to foreclose on the collateral. To date, Client B has essentially lost the full $116,000
that she invested in the Petra Luh Loan. Additionally, despite his supposed “guarantee,”
Clarke has not reimbursed Client B for the losses she incurred as a result of following
Clarke’s advice to fund the Cornerstone-originated loan to Petra Luh.

b. The Dannenbaum Loan

28. Similarly, in or around March 2008, Clarke convinced two additional
Oxford clients (“Client C” and “Client D”) to fund a loan originated by Cornerstone to Ken
Dannenbaum (the “Dannenbaum Loan”). Specifically, on Clarke’s recommendation,
Client C and Client D each invested $100,000 to fund the Dannenbaum Loan. However,
prior to advising these clients to fund the Dannenbaum Loan, Clarke failed to disclose the
material fact of his ownership interest in Cornerstone, which received points in connection
with the origination of the loan. '

' 29.  In June 2008, over two months after Client C and Client D funded the
Dannenbaum Loan, Oxford’s compliance officer revealed Clarke’s ownership interest in
Cornerstone to Client C, who then demanded a full explanation and stated that he was now
“uncomfortable” with the Dannenbaum Loan.

30. Internally at Oxford, the investments that Client C and Client D made in the
Dannenbaum Loan were characterized as assets under Oxford’s management, and were
included in Oxford’s fee calculation. In or around December 2008, Client C and Client D
‘stopped receiving interest payments. Subsequently, in Q1 2009, Dannenbaum defaulted
and the underlying property went into foreclosure, essentially wiping out the investments
made by Client C and Client D.

2. Prior to Recommending an Investment in a Private Company,
Respondents Failed to Disclose that the Company’s Owners Had
Ownership Interests in Oxford

31.  In November 2008, Clarke solicited several clients to invest through a
pooled investment vehicle in HotStix, a privately-held company, without first disclosing
Oxford’s relationship with the company’s owners — a fact giving rise to conflicts of
interest.

' 32.  Oxford Stix is a pooled investment vehicle that Clarke created in 2006 for
the sole purpose of pooling the assets of Oxford’s clients to invest in HotStix. In 2006,
four Oxford clients invested a total of $900,000 in Oxford Stix.




33, After the Oxford Stix 2006 investment in HotStix, material transactions
occurred between Clarke and the owners of HotStix — Tim and Eric Crown. First, in May
2008, the Crowns purchased a portion of Clarke’s interest in Oxford, thereby becoming co-
owners of the firm. Additionally, in connection with their acquisition of an ownership
interest in Oxford, the Crowns executed a “Consulting Agreement” with Oxford, whereby

" Oxford agreed to pay the Crowns at least $45,000 per year, purportedly in exchange for the

Crowns’ consulting services.

34.  Subsequently, in November 2008, HotStix asked its investors — including
the members of Oxford Stix — to provide additional capital to the firm. Clarke advised the
members of Oxford Stix to make an additional investment of $40,000. However, when
making this recommendation, Clarke failed to disclose the material facts that the owners of
HotStix: (1) were co-owners of Oxford; and (2) paid consultants to Oxford.

35. Shortly after seeking additional funds in November 2008, HotStix failed,
sought bankruptcy protection, and the value of the Oxford Stix investment in HotStix was
marked down to zero.

F.  VIOLATIONS

36.  As a result of the conduct described above, Oxford and Clarke willfully
violated Sections 206(1) and 206(2) of the Advisers Act by employing devices, schemes or
artifices to defraud clients, and engaging in transactions, practices or courses of business
that defrauded clients or prospective clients.

37.  As a result of the conduct described above, Oxford and Clarke willfully
violated Section 206(4) of the Advisers Act and Rule 206(4)-8 promulgated thereunder,
which prohibits fraudulent conduct by advisers to “pooled investment vehicles” with
respect to investors or prospective investors in those pools.

1.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate in the public interest that public administrative and
cease-and-desist proceedings be instituted to determine:

A. Whether the allegations set forth in Section II hereof are true and, in
connection therewith, to afford Respondents an opportunity to establish any defenses to such
allegations; :

B. What, if any, remedial action is appropriate in the public interest against
Respondent Oxford pursuant to Section 203(e) of the Advisers Act including, but not
limited to, disgorgement and civil penalties pursuant to Section 203 of the Advisers Act;




160

rulemaking process.

Another commenter questioned whether there is a need for a Commission rule instead of
an NMS plan and stated that ongoing and direct involvement of the Commission will be
important to efficient and effective resolution of interpretive questions relating to the Plan and
the reasonable policies and procedure:s:.l(’l The same commenter also stated that self-regulatory
organizations will need to adopt rules specifying how they plan to handle orders that have been
routed to them When such orders present display or execution issues under the Plan.'®

Finally, one commenter stated that a cost-benefit analysis of the Plan should be
conducted to address the anticipated costs of implementing the Plan, the parties that would pay
for new systems, whether processors would be allowed to charge more than their costs for the
new data components of the consolidated feeds, and the incremental benefits that would be
incurred over the existing trading pause rules if the Plan were approved. 163

V. Amendment to the Plan

On May 24, 2012, in response to the comments received on the proposed Plan, the
Participants submitted an amendment that proposed several changes to the Plan.'®* First, the

participants proposed to amend the Plan to allow transactions that are exempt under Rule 611 of

160 1d (stating that the narrow focus of the group that developed the regulation may have also
allowed some opportunities to increase competition between exchanges to have been
overlooked).

161 See SIFMA Letter at 7. '

162 1d. at 9.

163 See Scottrade Letter at 4.

164 See Amendment, supra note 13.
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Regulation NMS %, and which do not update the last sale price (except if solely because the
transaction was r_eported late), to execute outside of the price bands.'®®

Second, the Participants proposed to amend the Plan to provide for a 20% price band for
Tier 1 and Tier 2 stocks with a Reference Price equal to $0.75 and up to and including $3.00.
The Participants also proposed a conforming amendment for Tier 1 and Tier 2 stocks with a
Reference Price less than $0.75. The Percentage Parameters for these stocks would be the lesser
of (a) $0.15 or (b) 75%.'%7 As initially proposed, those Percentage Parameters would apply to
Tier 1 and Tier 2 stocks with a Reference Price less than $1.00.

Third, the Participants proposed to amend the Plan to exclude rights and warrants from
the Plan, consistent with the current single-stock circuit breaker pilot.“’”8

Fourth, the Participants proposed to amend the Plan to provide for the creation of an
Advisory Committee to the Operating Committee. As set forth in greater detail in the
amendment, the Operating Committee would be required to seléct at least one representative
from each of the following categories to be members of the Advisory Committee: (1) a broker-
dealer with a substantial retail investor customer base, (ii) a broker-dealer with a substantial

. . . . . . . . . 16
institutional investor customer base, (iij) an alternative trading system, and (iv) an investor. ?

Members of the Advisory Committee would have the right to submit their view on Plan matters

'to the Operating Committee prior to a decision by the Operating Committee on such matters.

165 17 CFR 242.611.

166 See Amendment, supra note 13.
167 1d.
168 1d.
169 Id,
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Sucﬁ matters could include, but would not be limited to, proposed material amendments to the
Plan.

Fifth, the Participants proposed to amend the Plan to provide for a manual override
functionality when, for example, the National Best Bid for an NMS Stock is below the Lower
Price Band, the NMS Stock has not entered the Limit. State, and the Primary Listing Exchange
has determi_ned that trading in that stock has sufficiently deviated from its normal trading
characteristics such that a trading pause would promote the Plan’s core purpose of addressing
extraordinary market volatility. Upon making this determination, the Primary Listing Exchange
would have the ability to declare a trading pause in that stock. 170

Sixth, the Participants proposed a new implementation date of February 4, 2013. The
Participants stated that this date would provide appropriate time to-develop and test the
technology necessary to implement the Plan, including market-wide testing.

Finally, the Participants proposed to amend the Plan to require the Participants to review
and update,. on a semi-annual basis, the list of ETPs included in Tier I of the Plan, and re-stated
the criteria by which ETPs would selected for inclusion in Tier Ik

The Participants also proposed technical changes to the Plan. For exarﬁple, the
Participants_ clarified that Regular "frading Hours could end earlier than 4:00 p.m. ET in the case
of an early scheduled close. The Participants also provided that Participants may re-transmit the
price bands calculated and disseminated- by the Processor. Finally, the Participants clarified that
the Reference Price used in determining which Percentage Parameter is applicable during the

trading day would be based on the closing price of the subject security on the Primary Listing

™ g,

17 For example, ETPs, including inverse ETPs, that trade over $2,000,000 consolidated

average daily volume would be included in Tier 1, as would ETPs that do not meet this
volume criterion, but track similar benchmarks.
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Exchange on the previous trading day or, if no closing price exists, the last sale on the Primary
Listing Exchange reported by the Processor.

The Participants also proposed to amend the Plan in order to collect and provide to the
Commission various data and analysis throughout the duration of the pilot period. Specificaily,
the Participants will provide summary statistics to the Commission, including data covering how
often stocks enter the Limit State, and how often stocks enter a trading pause as a result of the
limit up-limit down mechanism. The Participants will also examine certain parameters of the
limit up-limit down mechanism, including the appropriateness of the proposed price bands, and
the appropriateness of the duration of the Limit State. Finally, the Participants will provide raw
data to the Commission, including the record of every limit price, the record of every Limit
State, and the record of every trading pause.

VI. Discussion and Commission Findings

A. Section 11A of the Act

In 1975, Congress directed the Commission, through the enactment of Section 11A of the
Act,l;"2 to facilitate the establishment of a national market system to link together the individual
markets that trade securities. Congress found the development of a national market system to be
in the public interest and appropriate for the protection of investors and the maintenance of fair
and orderly markets to assure fair competition among the exchange markets.!”®  Section
11A(a)(3)(B) of the Act directs the Commission, “by rule or order, to authorize or require self-
regulatory organizations to act jointly with respect to matters as to which they share authority

under this title in planning, developing, operating, or regulating a national market system (or a

12 15U.8.C. 78k-1.
173 150.8.C. 78k-1(a)(1)(C).
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174

subsystem thereof) or one or more facilities. The Commission’s approval of a national
market system plan is required to be conditioned upon a finding that the plan is “necessary or
appropriate in the public interest, for the protection of investors and the maintenance of fair and
orderly markets, to remove impediments to, and perfect the mechanism of, a national market
system, or otherwise in furtherance of the purposes of the Act.”'?

After carefully considering the proposed Plan and the issues raised by the comment
letters, the Commission has determined to approve the Plan, as amended by the Participants,
pursuant to Section 11A(a)(3)(B) of the Act'7 and Rule 608."”7 The Commission believes that

the Plan is reasonably designed to prevent potentially harmful price volatility, including severe

volatility of the kind that occurred on May 6, 2010.!"® The Plan should thereby help promote the

74 15U.8.C. 78k-1(a)(3)(B).
175 17 CFR 242.608(b)(2). See also 15 U.S.C. 78k-1(a).

176 15 U.8.C. 78k-1(a)(3)(B).

7 17 CFR 242.608. In approving this Plan, the Commission has considered the proposed

rule’s impact on efficiency, competition, and capital formation. See 15 U.S.C. 78c(f).

v The Commission and the Participants have conducted simulations on historical data to

examine how a limit up-limit down mechanism might work. The simulations generally
support the structure of the proposal. In particular, the proposal would reduce, but not
eliminate, extreme short-term price changes, and would not result in an excessive number
of trading pauses.

Commission staff, for example, conducted a simulation that suggested that the percentage
limits should be larger at the open and close and that the percentage limits should be
larger for lower priced stocks. In addition, the simulation suggested that most trades
occurring outside of the bands are reversed quickly, providing support for the notion that
a limit state may help avoid unnecessary trading pauses. The simulation also showed that
an average of slightly more than one large index stock would have a trading pause every
four days, based on the structure of the simulation, which was not the same as the
proposed structure. A follow-up analysis using the proposed structure showed that only
one large index stock would have a trading pause in the three months analyzed.

The NYSE staff also simulated the proposed limit up-limit down mechanism to examine
how the mechanism would have worked on May 6“’, 2010. Given time constraints, the
simulation was limited to the price band aspect of the proposal and did not consider the
limit state or trading pause provisions of the proposal. This simulation suggested that the
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goals of investor protection and fair and orderly markets. The Commission also believes that the
Plan is a prudent replacement of the single-stock circuit breaker that is currently in effect, and
that it is appropriately being introduced on a pilot basis. The pilot period will allow the public,
the Participants, and the Commission to assess the operation of the Plan and whether the Plan
should be modified prior to approval on a permanent basis.

As discussed above, commenters raised a variety of thoughtful concerns about the
proposal and recommended certain changes. Some of the recommended changes were
incorporated in the Amendment. As discussed further below, other comments raised important
issues that are difficult to evaluate fully in the absence of practical experience with the Plan.
These issues will warrant close consideration during the pilot period.

The Commission believes that it is consistent with the Act to approve the Plan on a pilot
basis at this time because the Plan reflects the considered judgments of the Participants on
operational issues and clearly represents a significant step forward that builds upon the
experience with the current single-stock circuit breaker. The limit up-limit down mechanism set
forth in the Plan approved today and the single-stock circuit breaker are broadly similar in some

respects. For example, both mechanisms calculate a reference price that is based on a rolling

price bands alone would have reduced the size of the flash crash significantly, but stocks
would still have experienced large five-minute declines. For example, on May 6",
Accenture experienced a five-minute decline of 09.98%. The simulation suggests that if
there had been price bands in place on May 6™, the most extreme five-minute decline in
Accenture might have been 6.43%. While the Commission recognizes that this is still a
significant decline, it would have much less than the actual decline.

The NYSE simulation also examined the ability of the limit up-limit down price bands to
reduce extreme positive and negative returns. In the Tier | stocks priced more than
$1.00, the price bands would eliminate five-minute returns more extreme than 10% and -
10%. The price bands would reduce but not eliminate these extreme five-minute returns
in other stocks. A sensitivity analysis comparing the proposed price limit percentages to
alternative ones suggested that the proposed bands behave at least as well as the
alternatives examined.
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five-minute price band, and both mechanisms incorporate a five-minute trading pause, followed
by a reopening auction on the Pnmary Listing Exchange.

The Plan, however, provides a more finely calibrated mechanism than that of the current
single-stock circuit breaker. For example, the single-stock circuit breaker is triggered by trades
that occur at or outside of the price band, and erroneous trades have triggered trading halts
throughout the current pilot. In contrast, under the Plan, all trading centers in NMS stocks,
including both those operated by Participants and those operated by members of Participants, are
required to establish policies and procedures that are reasonably designed to prevent trades at
prices outside of the price bands. In addition, quotes outside of the price bands will be marked as
non-executable. Given that trades should not occur outside of the price bands, the Commission
believes that the Plan is reasonably designed to reduce the number of erreneous trades in
comparison to the current single-stock circuit breaker.

Moreover, Limit States under the Plan (and, ultimately, trading pauses) will be triggered
by movements in the National Best Bid or the National Best Offer, rather than single trades.
These quoting-based triggers are designed to be more stable and reliable indicators of a
significant market event than the single trades that currently can trigger a single stock circuit
breaker. The result of this change should be to reduce the frequency of Limit States (and,
ultimately, trading pauses) to those circumstances that truly warrant a check on continuous
trading.

In contrast to the current single-stock circuit bréaker, the Plan also features a fifteen-
second Limit State that precedes a trading pause. In those instances where the movement of, for
example, the National Best Bid below the Lower Price Band is due to a momentary gap in

liquidity, rather than a fundamental price move, the Limit State is reasonably designed to allow
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the market to quickly correct and resume normal trading, without resorting to a trading pause.
Because a Limit State, rather than a trading pause, may be sufficient to resolve some of these
scenarios, the corresponding price bands can be narrower than in the single-stock circuit breaker.
As such, the Commission believes that the Plan is reasonably designed to be a more ﬁhely
calibrated mechanism than the current single-stock circuit breaker in guarding against market
volatih'ty.179

While the price bands in the Plan are reasonably designed to be more finely calibrated
than the current single-stock circuit breaker, the Commission notes that the Plan is also designed
to accommodate more fundamental price moves, albeit in a manner that lessens the velocity of
such moves. In this regard, the Commission notes that the Plan provides that the price bands
shall not apply to single-priced re-openings, which allows for the stock to enter a trading pause
and reopen at a price that is potentially significantly above or below its previous price. The

Commission finds that this mechanism is reasonably designed to allow for more fundamental

179 The Commission also finds that the Plan is consistent with the requirements of Rule 602

under Regulation NMS. Under that rule, bids and offers must be firm, i.e., brokers and
dealers are obligated to execute any order to buy or sell a subject security presented to it
by another broker or dealer at a price at least as favorable to such buyer or seller as that
broker or dealer’s published bid or published offer in any amount up to its published
quotation size. Similarly, the best bids and offers collected by national securities
exchanges must also be firm. See 17 CFR 242.602. However, Rule 602(a)(3)(i) relieves
exchanges of their obligation to collect and make available bids and offers (which are
firm) if the existence of “unusual market conditions” makes those bids and offers no
longer accurately reflective of the current state of the market. This provision also
relieves brokers and dealers of their corresponding obligation to submit firm quotes. The
Commission believes that, when the National Best Bid (Offer) crosses the Lower (Upper)
Price Band, and such quote becomes non-executable, an unusual market condition exists
for purposes of Rule 602. To the extent that this scenario constitutes an unusual market
condition, the broker or dealer could submit a quote that is outside of the applicable price
band, and is thus not firm (as it is non-executable), and the exchange could collect and
display such quote, without violating Rule 602. The Commission notes, however, that
the firmness requirement continues to apply to quotes at or within the price bands that are
submitted by brokers or dealers and collected by exchanges, as such quotes are
executable.
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price moves to occur. To the extent that a reopening only may occur following a five-minute
trading pause, however, the Plan is still reasonably designed to reduce the velocity of more
significant price moves.

The Amendment improves the initial proposal by addressing a number of concerns raised
by commenters. Specifically, it excludes transactions that are exempt under Rule 611 of
Regulation NMS and do not update the last sale price (except if solely because the transaction
was reported late), from the requirement that such transactions occur within the price bands.
This exclusion addresses commenters’ concerns that such tranéactions often are executed at
prices unrelated to the current market and do not have the capacity to initiate or exacerbate
volatility.

In response to the concerns of commenters about the potential for bids or offers in an
NMS stock to become unexecutable without triggering a Limit State, the Amendment authorizes
the Primary Listing Exchange manually to declare a trading pause in these circumstances. This
mechanism shoﬁld help ensure that the market for a stock does not remain impaired for an
indefinite period of time, while providing the Primary Listing Exchange with the discretion to
determine whether such impairment is inconsistent with the stock’s normal trading
characteristics.

The Amendment assigns wider price bands for Tier 1 and Tier 2 securities that are priced
between $0.75 and $3.00 that are reasonably designed to reflect more appropriately the
characteristics of stocks that trade in that price range. Similarly, the Amendment excludes all
rights and warrants from the Plan, which reflects the trading characteristics of such securities and

is consistent with the scope of the current single-stock circuit breaker pilot. The Amendment’s
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provision for evaluating, on a semi-annual basis, the ETPs that are included in Tier I helps assure
that ETPs meeting the criteria for inclusion are appropriately included in Tier I, and vice versa.

The Amendment also extends the implementation date to February 4, 2013, This
extension of time should provide appropriate time to develob and test the technology necessary
to implement the Plan, including market-wide testing.

Finally, in response to concerns expressed by commenters, the Amendmept establishes an
Advisory Committee to the Operating Committee composed of a broad cross-section of market
participants. The Advisory Committee members will have the right to submit their views on
Plan matters to the Operating Committee and thereby engage in the ongoing assessment of Plan
operations and formulation of future proposed amendments to the Plan.

One serious concern raised by comments was the interaction between the limit up-limit
down mechanism and the market-wide circuit breakers that apply across all securities and
securities-related products, particularly during a “macro market event” that affects a large
number of securities and securities-related products. The Commission is approving separately
today on a pilot basis SRO proposals to revise these market-wide circuit breakers and make them
more meaningful in today’s high-speed electronic markets.'® These SRO rules include both
tighter parameters and shorter halt periods. The Commission recognizes the potential for limit
up-limit down trading halts in many securities to affect both the calculation of broader indexes
and the trading in products related to such indexes. Nevertheless, it believes that the need for

protection against extraordinary volatility in individual equities 1s essential for both investors in

180 See Securities Exchange Act Release No. 67090 (May 31, 2012) (File Nos. SR-BATS-
2011-038; SR-BYX-2011-025; SR-BX-2011-068; SR-CBOE-2011-087; SR-C2-2011-
024; SR-CHX-2011-30; SR-EDGA-2011-31; SR-EDGX-2011-30; SR-FINRA-2011-054;
SR-ISE-2011-61; SR-NASDAQ-2011-131; SR-NSX-2011-11; SR-NYSE-2011-48; SR-
NYSEAmex-2011-73; SR-NYSEArca-2011-68; SR-Phlx-2011-129).
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such listed equities and for their listed companies. Accordingly, it is approving the Plan on a

pilot basis, but welcomes comments during the pilot period on ways that the Plan could be
mmproved to address potential problems in its interaction with market-wide circuit breakers. The
Commission also is accepting comment during thé pilot period for the market-wide circuit
breakers on ways to improve them to address this question on their interaction with the Plan.

The Cofnmission notes that the Participants did not amend the Plan to incorporate some
of the recommendations to modify the operational details of the Plan, including the duration of
the Limit State, the calculation of the Reference Price, the application of the price bands at the
open and the close, the criteria required to enter and exit the Limit State, and the display of
quotes outside of the price bands. The Commission recognizes the thoughtfulness of the
comments that put forward such recommendations, and indeed believes they raise valid concerns
that warrant close scrutiny during the pilot period. At this time, however, the Commission
believes that it is consistent with the Act to accept the considered collective judgment of the
Participants on these complex issues, particularly given their expertise and responsibility for
operating markets on a daily basis.'®’

Approving the Plan on a pilot basis will allow the Participants and the public to gain
valuable practical experience with Plan operations during the pilot period. This experience
should prove invaluable in assessing whether further modifications of the Plan are necessary or

appropriate prior to final approval. The Participants also have agreed to provide the Commission

181 The Commission notes that one of the concerns of requiring the National Best Offer (Bid)

to trigger the Limit Down (Up) may be partially alleviated by one of the amendments to
the Plan. Specifically, if the National Best Bid is outside of the lower price band and is
thus non-executable, while the offer remains within the price bands, the stated concern is
that the market for that stock is impaired, perhaps for an indefinite period of time, while
the stock has not entered the Limit State. The Commission believes that the addition of a
manual override, as proposed by the Participants in the amendment to the Plan, may, at
least partially, alleviate this concern.
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with a significant amount of data bearing on operational questions that should assist the
Commission in its evaluation of Plan operations. Finally, the Commisston welcomes additional
comments, and empirical evidence, on the Plan during the pilot period to further assist it in its
evaluation of the Plan. Of course, any final approval of the Plan would require a proposed
amendment of the Plan, and such amendment will provide an opportunity for public comment
prior to further Commission action. |

To the extent that the Participants did not amend the Plan to reflect other operational or
procedural concerns, the Commission believes that those suggestions and concerns were
generally considered by the Participants in developing a uniform proposal that would not be
excessively complicated and yet could still provide important benefits to the markets. For
example, one commenter noted that allowing the primary listing market to control the re-opening
process in the first five minutes following a trading pause may confer a competitive advantage
upon that market. The Commission notes that this aspect of the Plan is consistent with the
current procedure for re-opening the market following a trading pause that has been triggered
under the single-stock circuit breaker pilot.

Another commenter suggested that a market-wide limit up-limit down mechanism was
more appropriately developed through Commission rulemaking than through an NMS plan.
While a Commission rulemaking may be an appropriate means for developing such a
mechanism, the Commission believes that an NMS plan, which was the means selected by the
Participants here, is equally appropriate, particularly given the Participants’ expertise in the
trading characteristics in individual securities and the operation of market systems.

Some commienters expressed concern over the provision in the Plan governing

withdrawal of Participants from the Plan. The Commission notes that withdrawing from the Plan
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would require an amendment to the Plan, and Commission approval of that amendment. Given

the importance of applying a limit up-limit down mechanism uniformly throughout the market,
the Commission would anticipate approving such withdrawal from the Plan only if the
Participant seeking to withdraw from the Plan ceased to trade NMS securities.

One commenter suggested that a cost-benefit analysis of the Plan should be conducted.
The C_ommission notes that market participants are welcome to submit additional comments and
empirical evidence during the pilot period with respect to, among other things, the operation of
the limit up-limit down mechanism, its effectiveness in achieving its intended goals, and the
costs associated therewith. The Commission will take such comments into account in
considering whether to approve any amendment, in accordance with Rule 608 of Regulation
NMS, that proposes to make the Plan permanent.

As such, the Commission believes that the Plan is consistent with the Act,
notwithstanding such comments, and that it 1s reasonably designed to achieve its objective of
reducing extraordinary market volatility.

Given that the Plan 1s being approved on a pillot basis, the Commission expects that the
Participants will monitor the scope and operation of the Plan and study the data produced during
that time with respect to such issues, and will propose any modifications to the Plan that may be
necessary or appropriate. Similarly, the Commission expects that the Participants will propose
any modifications to the Plan that may be necessary or appropriate in response to the data being

gathered by the Participants during the pilot.'®

182 The Commission notes that some of the comments focused on the relation between the

Plan, and other, exchange-specific volatility mechanisms, including the NYSE Liquidity
Replenishment Points, and the Nasdaq Volatility Guard. While a stated purpose of the
Plan is to replace the current single-stock circuit breaker, the Commission is also aware
of the potential for unnecessary complexity that could result if the Plan were adopted, and
exchange-specific volatility mechanisms were retained. To this end, the Commission
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. VII. Conclusion

IT IS THEREFORE ORDERED, pursuant to Sections 11A of the Act,183 and the rules
thereunder, that the Plan (File No. 4-631), as amended, is approved on a one-year pilot basis and
declared effective, and the Participants are authorized to act jointly to implement the Plan as a

means of facilitating a national market system.

By the Commission. | a% . ‘5i6 7}2. qupég,-

Elizabeth M. Murphy
Secretary

-expects that, upon implementation of the Plan, such exchange-specific volatility

mechanisms would be discontinued by the respective exchanges. In that regard, the

Commission notes that one such mechanism, the Nasdaq Volatility Guard, is currently set

to expire on the earlier of July 31, 2012, or the date on which the Plan is approved by the

Commission. See Securities Exchange Act Release No. 66275 (January 30, 2012), 77 FR
. 5606 (February 3, 2012) (SR-Nasdag-2012-019).

183 15U.8.C. 78k-1.
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. Preamble

The Participants submit to the SEC this Plan establishing procedures to address
extraordinary volatility in NMS Stocks. The procedures provide for market-wide limit up-limit
down requirements that prevent trades in individual NMS Stocks from occurring outside of the
specified Price Bands. These limit up-limit down requirements are coupled with Trading Pauses
to accommodate more fundamental price moves. The Plan procedures are designea, among

* other things, to protect investors and promote fair and orderly markets. The Participants

developed this Plan pursuant to Rule 608(a)(3) of Regulation NMS under the Exchange Act,

which authorizes the Participants to act jointly in preparing, filing, and implementing national

market system plans.




. 1. Definitions

(A)  “Eligible Reported Transactions” shall have the meaning prescribed by the
Operating Committee and shall generally mean transactions that are eligible to update the last
sale price of an NMS Stock.

(B)  “Exchange Act” means the Securities Exchange Act of 1934, as amended.

(C)  “Limit State” shall have the meaning provided in Section VI of the Plan.

(D)  “Limit State Quotation” shall have the meaning provided in Section VI of the
Plan.

(E)  “Lower Price Band” shall have the meaning provided in Section V of the Plan.

F “Market Data Plans” shall mean the effective national market system plans
through which the Participants act jointly to disseminate consolidated information in compliance
with Rule 603(b} of Regulation NMS under the Exchange Act.

(G)  “National Best Bid” and “National Best Offer” shall have the meaning provided
in Ruie 600(b)(42) of Regulation NMS under the Exchange Act.

(H)  “NMS Stock” shall have the meaning provided in Rule 600(b)(47) of Regulation
NMS under the Exchange Act.

1)) “Opening Price” shall mean the price of a transaction that opehs trading on the
Primary Listing Exchange, or, if the Primary Listing Exchange opens with quotations, the
midpoint of those quotations.

)] “Operating Committee” shall have the meaning provided in Section I1{C) of the
Plan.

({K)  “Participant” means a party to the Plan,




(I)  “Plan” means the plan set forth in this instrument, as amended from time to time
in accordance with its provisions.

(M)  “Percentage Parameter” shall mean the pércentages for each tier of NMS Stocks
set forth in Appendix A of the Plan.

(N)  “Price Bands” shal] have the meaning provided in Section V of the Plan.

(O)  “Primary Listing Exchange” shall mean the Participant on which an NMS Stock is
listed. If an NMS Stock is listed on more than one Participant, the Participant on which the NMS
Stock has been listed the longest shall be the Primary Listing Exchange.

(P)  “Processor” shall mean the single plan processor responsible for the consolidation
of information for an NMS Stock pursuant to Rule 603(b) of Regulation NMS under the
Exchange Act.

(Q)  “Pro-Forma Reference Price” shall have the meaning provided in Section V(A)}2)
of the Plan.

(R) = “Regular Trading Hours” shall have the meaning provided in Rule 600(b)(64) of
Regulation NMS under the Exchange Act. For purposes of the Plan, Regular Trading Hours can
end earlier than 4:00 p.m. ET in the case of an early scheduled close.

(S)  “Regulatory Halt” shall have the meaning specified in the Market Data Plans.

(T)  “Reference Price” shall have the meaning provided in Section V of the Plan.

(U)  “Reopening Pﬁce” shall mean the price of a transaction that reopens trading on
the Primary Listing Exchange following a Trading Pause or a Regulatory Halt, or, if the Primary
Listing Ex_change reopens with quotations, the midpoint of those quotations.

(V)  “SEC” shall mean the United States Securities and Exchange Commission.




(W) “Straddle State” shall have the meaning provided in Section VII(A)(2) of the
Plan.

(X)  “Trading center” shall have the meaning provided in Rule 600(b)(78) of
Regulation NMS under the Exchange Act.

(Y)  “Trading Pause™ shall have the meaning provided in Section VII of the Plan.

_(Z) “Upper Price Band” shall have the meaning provided in Section V of the Plan.
II.  Parties

(A) Listof Par;ies

The parties to the Plan are as follows:

(1) BATS Exchange, Inc.

8050 Marshall Drive
Lenexa, Kansas 66214

(2) . BATS Y-Exchange, Inc.
8050 Marshall Drive
Lenexa, Kansas 66214

(3) Chicago Board Options Exchange, Incorporated
400 South LaSalle Street
Chicago, Illinois 60605

(4) Chicago Stock Exchange, Inc.
440 South LaSalle Strect
Chicago, Illinois 60605

(5) EDGA Exchange, Inc.
545 Washington Boulevard
Sixth Floor
Jersey City, NJ 07310

(6) EDGX Exchange, Inc.
545 Washington Boulevard
Sixth Floor
Jersey City, NJ 07310

(N Financial Industry Regulatory-Authority, Inc.
1735 K Street, NW




Washington, DC 20006

(8) NASDAQ OMX BX, Inc.
One Liberty Plaza
New York, New York 10006

(99 NASDAQOMXPHLXLLC
1900 Market Street
Philadelphia, Pennsylvania 19103

(10)  The Nasdaq Stock Market LLC
1 Liberty Plaza '
165 Broadway
New York, NY 10006

(11)  National Stock Exchange, Inc.
101 Hudson, Suite 1200
Jersey City, NJ 07302

(12)  New York Stock Exchange LLC
11 Wall Street
New York, New York 10005

(13) NYSEMKTLLC
20 Broad Street
New York, New York 10005

(14) NYSE Arca, Inc.
100 South Wacker Drive
Suite 1800
Chicago, IL 60606

(B)  Compliance Undertaking

By subscribing to and submitting the Plan for approval by the SEC, each Participant
agrees to comply with and to enforce compliance, as required by Rule 608(c) of Regulation NMS
under the Exchange Act, by its members with the provisions of the Plan. To this end, each
Participant shall adopt a rule requiring compliance by its members with the provisions of the

Plan, and each Participant shall take such actions as are necessary and appropriate as a




participant of the Market Data Plans to cause and enable the Processor for each NMS Stock to
fulfill the functions set forth in this Plan.

(C)  New Participants

The Participants agree that any entity registered as a national securitics exchange or
national securities association under the Exchange Act may become a Participant by: (1)
becoming a participant in the applicable Market Data Plans; (2) executing a copy of the Plan, as
then in effect; (3) providing each then-current Participant with a copy of such executed Plan; and

(4) effecting an amendment to the Plan as specified in Section I1I(B) of the Plan.

(D)  Advisory Committee

{1} Formation. Notwithstanding other provisions of this Plan, an Advisory
Committee to the Plan shall be formed and shall function in accordance with the provisions set
forth 1n this section.

2) Composition. Members of the Advisory Committee shall be selected for two-year
terms as follows:

(A) Advisory Committee Selections. By affirmative vote of a majority of the

Participants, the Participants shall select at least one representatives from each of the following
categories to be members of the Advisory Committee: (1) a broker-dealer with a substantial retail
investor customer base; (2) a broker-dealer with a substantial institutional investor customer
base; (3) an alternative trading system; and (4) an investor.

€) Function. Members of the Advisory Committee shall have the right to submit
their views to the Operating Committee on Plan matters, prior to a decision by the Operating
Committee on such matters. Such matters shall include, but not be limited to, proposed material

amendments to the Plan.




{4)  Meetings and Information. Members of the Advisory Committee shall have the

right to attend meetings of the Operating Committee and to receive any information concerning
Plan matters; provided, however, that the Operating Committee may meet in executive session if,
by affirmative vote of a majority of the Participants, the Operating Committee determines that an
item of Plan business requires confidential treatment.

III. ~ Amendments to Plan

(A)Y  General Amendments

Except with respect to the addition of new Participants to the Plan, any proposed change
in, addition to, or deletion from the Plan shall be effected by means of a written amendment to
the Plan that: (1) sets forth the change, addition, or deletion; (2) is executed on behalf of each
Participant; and, (3) is approved by the SEC pursuant to Rule 608 of Regulation NMS under the
Exchange Act, or otherwise becomes effective under Rule 608 of Regulation NMS under the

Exchange Act.

(B)  New Participants

‘With respect to new Participants, an amendment to the Plan may be effected by the new
national securities exchange or national securities association executing a copy of the Plan, as
then in effect (with the only changes being the addition of the new Participar.lt’s name in Section
II{A} of the Plan) and submitting such executed Plan to the SEC for approval. The amendment
shall be effective when it is approved by the SEC in accordance with Rule 608 of Regulation
NMS under the Exchange Act or otherwise becomes effective pursuant to Rule 608 of
Regulation NMS under the Exchange Act.

() Operating Committee




(D Each Participant shall select from its staff one individual to represent the
Participant as a member of an Operating Committee, together with a substitute for such
individual. The substitute may participate in deliberations of the Operating Committee and shall
be considered a voting member thereof only in the absence of the primary representative. Each

Participant shall have one vote on all matters considered by the Operating Committee. No later

- than the initial date of Plan operations, the Operating.Committee shall designate one member of

the Operating Committee to act as the Chair of the Operating Committee.

(2) The Operating Committee shall monitor the procedﬁres established pursuant to
this Plan and advise the Participants with respect to any deficiencies, problems, or
recommendations a's the Operating Committee may deem appropriate. The Operating
Committee shall establish specifications and procedures for the implementation and operation of
the Plan that are consistent with the provisions of this Plan and the Appendixes thereto. With
respect to matters in this paragraph, Operating Committee decisions shall be approved by a
simple majority vote.

(3) Any recommendation for an amendment to the Plan from the Operating
Committee that receives an affirmative vote of at least two-thirds of the Participants, but is less
than unanimous, shall be submitted to the SEC as a request for an amendment to the Plan
initiated by the Commission under Rule 608 of Regulation NMS.

1v. Trading Center Policies and Procedures

All trading centers in NMS Stocks, including both those operated by Participants and

those operated by members of Participants, shall establish, maintain, and enforce written policies

and procedures that are reasonably designed to comply with the limit up - limit down




requirements specified in Sections VI of the Plan, and to comply with the Trading Pauses
specified in Section VII of the Plan.
V. Price Bands

(A)  Calculation and Dissemination of Price Bands

(1 The Processor for each NMS stock shall calculate and disseminate to the public a
Lower Price Band and an Upper Price Band during Regular Trading Hours for such NMS Stock.
The Price Bands shall be based on a Reference Price for each NMS Stock that equals the
arithmetic mean price of Eli.gible Reported Transactions for the NMS stock over the immediately
preceding five-minute period (except for periods following openings and reopenings, which are
addressed below). If no Eligible Reported Transactions for the NMS Stock have occurred over
the immediately preceding five-minute period, the previous Reference Price shall remain in
effect. The Price Bands for an NMS Stock shall be calculated by applying the Percentage
Parameter for such NMS Stock to the Reference Price, with the Lower Price Band being a
Percentage Parameter below the Reference Price, and the Upper Price Band being a Percentage
Parameter above the Reference Price. The Price Bands shall be calculated auﬁng Regular
Trading Hours. Between 9:30 a.m. and 9:45 a.m. ET, and 3:35 p.m. and 4:00 p.m. ET, or in the
case of an early scheduled close, during the last 25 minutes of trading before the early scheduled
close, the Price Bands shall be calculated by applying double the Percentage Parameters set forth
in Appendix A. If a Reopening Price does not occur within ten minutes after the beginning of a
Trading Pause, the Price Band, for the first 30 seconds following the reopening after that Trading
Pause, shall be calculated by applying triple the Percentage Parameters set forth in Appendix A.

(2) The Processor shall calculate a Pro-Forma Reference Price on a continuous basis

during Regular Trading Hdurs, as specified in Section V(A)(1) of the Plan. It a Pro-Forma




Reference Price has not moved by 1% or more from the Reference Price currently in effect, no
new Price Bands shall be disseminated, and the current Reference Price shall remain the
effective Reference Price. When the Pro-Forma Reference Price has moved by 1% or more from
the Reference Price currently in effect, the Pro-Forma Reference Price shall become the
Reference Price, and the Procéssor shall disseminate new Price Bands based on the new
Reference Price; provided, however, that each new Reference Price shall remain in effect for at
least 30 seconds.

(B) Openings

(D Except when a Regulatory Halt is in effect at the start of Regular Trading Hours,
the first Reference Price for a trading day shall be the Opening Price on the Primary Listing
Exchange in an NMS Stock if such Opening Price occurs less than five minutes after the start of
Regular Trading Hours. During the period less than five minutes after the Opening Price, a Pro-
Forma Reference Price shall be updated on a continuous basis to be the arithmetic mean price of
Eligible Reported Transactions for the NMS Stock during the period following the Opening
Price (including the Opening Price), and if it differs from the current Reference Price by 1% or
more shall become the new Reference Price, except that a new Reference Price shall remain in
effect for at least 30 seconds. Subsequent Reference Prices shall be calculated as specified in
Section V(A) of the Plan,

(2)  If the Opening Price on the Primary Listing Exchange in an NMS Stock does not
oceur within five minutes after the start of Regular Trading Hours, the first Reference Price for a
trading day shall be the arithmetic mean price of Eligible Reported Transactions for the NMS
Stock over the preceding five minute time period, and subsequent Reference Prices shall be

calculated as specified in Section V(A) of the Plan.
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(C) Reopening's

(1)  Following a Trading Pause in an NMS Stock, and if the Primary Listing Exchange
has not declared a Regulatory Halt, the next Reference Price shall be the Reopening Price on the
Primary Listing Exchange if such Reopening Price occurs within ten minutes after the beginning
of the Trading Pause, and subsequent Reference Prices shall be determined in the manner
prescribed for normal openings, as specified in Section V(B)(1) of the Plan. If such Reopening
Price does not occur within ten minutes after the beginning of the Trading Pause, the first
Reference Price following the Trading Pause shall be equal to the last effective Reference Price
before the Trading Pause. Subsequent Reference Prices shall be calculated as specified in
Section V(A) of the Plan.

(2) Following a Regulatory Halt, the next Referencé Price shall be the Opening or
Reopening Price on the Primary Listing Exchange if such Opening or Reopening Price occurs
within five minutes after the end of the Regulatory Halt, and subsequent Reference Prices shall
be determined in the manner prescribed for normal openings, as specified in Section V(B)(1) of
the Plan. If such Opening or Reopening Price has not occurred within five minutes after the end
of the Regulatory Halt, the Reference Price shall be equal to the arithmetic mean price of
Eligible Reported Transactions for the NMS Stock over the preceding five minute time period,
and subsequent Reference Prices shall be calculated as specified in Section V(A) of the Plan.

VI. Limit Up-Limit Down Requirements

(A)  Limitations on Trades and Quotations Outside of Price Bands

(1 All trading centers in NMS Stocks, including both those operated by Participants
and those operated by members of Participants, shall establish, maintain, and enforce written

policies and procedures that are reasonably designed to prevent trades at prices that are below the
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Lower Price Band or above the Upper Price Band for an NMS Stock. Single-priced opening,

reopening, and closing transactions on the Primary Listing Exchange, however, shall be excluded
from this limitation. In addition, any transaction that both does not update the last sale price
(except if solely because the transaction was reported late) and is excepted or exempt from Rule
611 under Regulation NMS shall be excluded from this limitation.

(2) When a National Best Bid is below the Lower Price Band or a National Best
Offer 15 above the Upper Price Band for an NMS Stock, the Processor shall disseminate such
National Best Bid or National Best Offer with an appropriate flag identifying it as non-
executable. When a National Best Offer is equal to the Lower Price Band or a National Best Bid
is equal to the Upper Price Band for an NMS Stock, the Processor shall distribute such National
Best Bid or National Best IfOi‘"fer with an appropriate flag identifying it as a “Limit State
Quotation”.

(3) All trading centers in NMS Stocks, including both those operated by Participants
and those operated by members of Participants, shall establish, maintain, and enforce written
policies and procedures that are reasonably designed to prevent the display of offers below the
Lower Price Band and bids above the Upper Price Band for an NMS Stock. The Processor shall
disseminate an offer below the Lower Price Band or bid above the Upper Price Band that may be
submitted despite such reasonable policies and procedures, but with an appropriate flag

identifying it as non-executable; pfovided, however, that any such bid or offer shall not be

included in National Best Bid or National Best Offer calculations.
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(B)  Entering and Exiting a Limit State

(1) All trading for an NMS Stock shall immediately enter a Limit State if the National
Best Offer equals the Lower Price Band and does not cross the National Best Bid, or the National
Best Bid equals the Upper Price Band and does not cross the National Best Offer.

(2) When trading for an NMS Stock enters a Limit State, the Processor shall
disseminate this information by identifying the relevant quotation (i.e., a National Best Offer that
equals the Lower Price Band or a National Best Bid that equals the Upper Price Band) as a Limit
State Quotation. At this point, the Processor shall cease calculating and disseminating updated
Reference Prices and Price Bands for the NMS Stock until either trading exits the Limit State or
trading resumes with an opening or re-opening as provided in Section V.

(3) Trading for an NMS Stock shall exit a Limit State if, within 15 seconds of
entering the Limit State, the entire size of all Limit State Quotations are executed or cancelled.

(4) If trading for an NMS Stock exits a Limit State within 15 seconds of entry, the
Processor shall immediately calculate and disseminate updated Price Bands based on a Reference
Price that equals the arithmetic mean price of Eligible Reported Transactions for the NMS Stock
over the immediately preceding five-minute period (including the period of the Limit State).

(5) If trading for an NMS Stock does not exit a Limit State within 15 seconds of
entry, the Limit State will terminate when the Primary Listing Exchange declares a Trading
Pause pursuant to Section VII of the Plan. 1f trading for an NMS Stock 1s in a Limit State at the
end of Regular Trading Hours, the Limit State will terminate when the Primary Listing Exchange
executes a closing transaction in the NMS Stock or five minutes after the end of Regular Trading

Hours, whichever is earlier.
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VII.  Trading Pauses

(A}  Declaration of Trading Pauses

(1) If trading for an NMS Stock does not exit a Limit State within 15 seconds of entry
during Regular Trading Hours, then the Primary Listing Exchange shall declare a Trading Pause
for such NMS Stock and shall notify the Processor.

(2)  The Primary Listing Exchange may also declare a Trading Pause for an NMS
Stock when an NMS Stock is in a Straddle State, which is when National Best Bid (Offer) is
below (above) the Lower (Uppef) Price Band and the NMS Stock is not in a Limit State, and
trading in that NMS Stock deviates from normal trading characteristics such that declaring a
~ Trading Pause would support the Plan’s goal to address extraordinary market volatility. The
Primary Listing Exchange shall develop policies and procedures for determining when it would
declare a Trading Pause in such circumstances. If a Trading Pause is declared for an NMS Stock
under this provision, the Primary Listing Exchange shall notify the Processor.

3 The Processor shall ldisseminate Trading Pause information to the public. No
trades in an NMS Stock shall occur during a Trading Pause, but all bid; and offers may be
displayed.

(B)  Reopening of Trading During Regular Trading Hours

(1) Five minutes after declaring a Trading Pause for an NMS Stock, and if the
Primary Listing Exchange has not déclared a Regulatory Halt, the Primary Listing Exchange
shall attempt to reopen trading using its established reopening procedures. The Trading Pause
shall end when the Primary Listing Exchange reports a Reopening Price.

(2) The Primary Listing Exchange shall notify the Processor if it is unable to reopen

trading i an NMS Stock for any reason other than a significant order imbalance and if it has not
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declared a Regulatory Halt. The Processor shall disseminate this information to the public, and

all trading centers may begin trading the NMS Stock at this time.

(3) If the Primary Listing Exchange does not report a Reopening Price within ten
minutes after the declaration of a Trading Pause in an NMS Stock, and has not declared a
Regulatory Halt, all trading centers may begin trading the NMS Stock.

4 When trading begins after a Trading Pause, the Processor shall update the Price
Bands as set forth in Section V(C)(1) of the Plan.

(C)  Trading Pauses Within Five Minutes of the End of Regular Trading Hours

{1} If a Trading Pause for an NMS Stock is declared less than five minutes before the
end of Regular Trading Hours, the Primary Listing Exchange shall attempt to execute a closing
transaction using its established closing procedures. All trading centers may begin trading the
NMS Stock when the Primary Listing Exchange executes a closing transaction.

(2) If the Primary Listing Exchange does not execute a closing transaction within five
minutes after the end of Regular Trading Hours, all trading centers may begin trading the NMS
Stock.

VIII. Implementation

(A)  Phasel

1) Phase I of Plan implementation shall apply immediately_ following the initial date
of Plan operations.

(2}  During Phase 1, the Plan shall apply only to the Tier 1 NMS Stocks identified in
Appendix A of the Plan.

(3) During Phase I, the first Price Bands for a trading day shall be calculated and

disseminated 15 minutes after the start of Regular Trading Hours as specified in Section (V)(A)
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of the Plan. No Price Bands shall be calculated and disseminated less than 30 minutes before the
end of Regular Trading Hours, and trading shall not enter a Limit State less than 25 minutes
before the end of Regular Trading Hours.

(B)  Phase II — Full Implementation

Six months after the initial date of Plan operations, or such earlier date as may be
announced by the Processor with at least 30 days notice, the Plan shall fully apply (i) to all NMS
Stocks: and (ii) beginning at 9:30 a.m. ET, and ending at 4:00 p.m. ET each trading day, or
earlier in the case of an early scheduled close or if the Processor disseminates a closing trade for
the Primary Listing Exchange.

(C)  lilot

The Plan shall be implemented on a one-year pilot basis.

IX. Withdrawal from Plan

If a Participant obtains SEC approval to withdraw from the Plan, such Participant may
withdraw from the Plan at any time on not less than 30 days' prior written notice to each of the
other Participants. At such time, the withdrawing Participant shall have no further rghts or
obligations under the Plan.

X. Counterparts and Signatures

The Plan may be executed in any number of counterparts, no one of which need contain
all signatures of all Participants, and as many of such counterparts as shall together contain all

such signatures shall constitute one and the same instrument.
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IN WITNESS THEREOF, this Plan has been executed as of the __ day of 2012 by

each of the parties hereto.

BATS EXCHANGE, INC.

BY:

CHICAGO BOARD OPTIONS
EXCHANGE, INCORPORATED

BY:

EDGA EXCHANGE, INC.

BY:

FINANCIAL INDUSTRY
REGULATORY AUTHORITY, INC.

BY:

NASDAQ OMX PHLX LLC

BY:

NATIONAL STOCK EXCHANGE, INC.

BY:

NYSE MKT LLC

BY:

BATS Y-EXCHANGE, INC.

BY:

CHICAGO STOCK EXCHANGE, INC.

BY:

EDGX EXCHANGE, INC.

BY:

NASDAQ OMX BX, INC.

BY:

THE NASDAQ STOCK MARKET LLC

BY:

NEW YORK STOCK EXCHANGE LLC

BY:

NYSE ARCA, INC.

BY:




Appendix A - Percentage Parameters

L Tier 1 NMS Stocks

(1) Tier 1 NMS Stocks shall include all NMS Stocks included in the S&P 500 Index,
the Russell 1000 Index, and the exchange-traded products (“ETP”) listed on Schedule 1 to this
Appendix. Schedule 1 to the Appendix will be reviewed and updated semi-annually based on
the fiscal year by the Primary Listing Exchange to add ETPS that meet the criteria, or delete
ETPs that are no longer eligible. To determine eligibility for an ETP .to be included as a Tier 1
NMS Stock, all ETPs across multiple asset classes and issuers, including domestic equity,
international equity, fixed income, currency, and commodities and futures will be identified.
Leveraged E'TPs will be excluded and the list will be sorted by notional consolidated average
daily volume (“CADV™). The period used to measure CADV will be from the first day of the
previous fiscal half year up ﬁntil one week before the beginning of the next fiscal half year.
Daily volumes will be multiplied by closing prices and then averaged over the period. ETPs,
including inverse ETPs, that trade over $2,000,000 CADYV will be eligible to be included as a
Tier 1 NMS Stock. To ensure that ETPs that track similar benchmarks but that do not meet this,
volume criterion do not become subject to pricing volatility when a component security is the
subject of a trading pause, non-leveraged ETPs that have tradéd below this volume criterion, but
that track the same benchmark as an ETP that does meet the volume criterion, will be deemed
eligible to be included as a Tier 1 NMS Stock. The semi-annual updates to Schedule 1 do not
require an amendment to the Plan. The Primary Listing Exchanges will maintain the updated
Schedule 1 on their respective websites.

(2) The Percentage Parameters for Tier 1 NMS Stocks with a Reference Price more

than $3.00 shall be 5%,
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3) The Percentage Parameters for Tier 1 NMS Stocks with a Reference Price equal
to $0.75 and up to and including $3.00 shall be 20%.

(4)  The Percentage Parameters for Tier 1 NMS Stocks with a Reference Price less

than $0.75 shall be the lesser of (a) $0.15 or (b) 75%.

(5)  The Reference Price used for determining which Percentage Parameter shall be
applicable during a trading day shall be based on the closing price of the NMS Stock on the

Primary Listing Exchange on the previous trading day, or if no closing price exists, the last sale

- on the Primary Listing Exchange reported by the Processor.

11 Tier 2 NMS Stocks

g} Tier 2 NMS Stocks shall include all NMS Stocks other than those in Tier 1,
provided, however, that all rights and warrants are excluded from the Plan.

) The Percentage Parameters for Tier 2 NMS Stocks with a Reference Price more
than $3.00 shall be 10%.

(3)  The Percentage Parameters for Tier 2 NMS Stocks ‘with a Reference Price equal
to $0.75 and up to and including $3.00 shall be 20%.

4 The Percentage Parameters for Tier 2 NMS Stocks with a Reference Price less
than $0.75 shall be the lesser of (a) $0.15 or (b) 75%.

(%) Notwithstanding the foregoing, the Percentage Parameters for a Tier 2 NMS
Stock that is a leveraged ETP shall be the applicable Percentage Parameter set forth in clauses
(2), (3), or (4) above, multiplied by the leverage ratio of such product.

(6) The Reference Price used for determining which Percentage Parameter shall be

applicable during a trading day shall be based on the closing price of the NMS Stock on the
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. Primary Listing Exchange on the previous trading day, or if no closing price exists, the last sale

on the Primary Listing Exchange reported by the Processor.
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AAVX

Appendix A — Schedule 1

ETRACS Daily Short 1-Month S&P 500 VIX Futures ETN

AAX] iShares MSCI All Country Asia ex Japan Index Fund
ACWI iShares MSCI ACWI Index Fund

ACWX iShares MSCI ACWI ex US Index Fund

AGG iShares Barclays Aggregate Bond Fund

AGZ iShares Barclays Agency Bond Fund

ALD WisdomTree Asia Local Debt Fund

AMIJ JPMorgan Alerian MLP Index ETN

AMLP Alerian MLP ETF

BAB PowerShares Build America Bond Portfolio

BDG PowerShares DB Base Metals Long ETN

BIK SPDR S&P BRIC 40 ETF

BIL SPDR Barclays Capital 1-3 Month T-Bill ETF
BIV Vanguard Intermediate-Term Bond ETF

BKF iShares MSCI BRIC Index Fund

BKLN PowerShares Senior Loan Portfolio

BLV Vanguard Long-Term Bond ETF

BND Vanguard Total Bond Market ETF

BNO United States Brent Qil Fund LP

BOND Pimco Total Return ETF

BOS PowerShares DB Base Metals Short ETN

BRF Market Vectors Brazil Small-Cap ETF

BSV Vanguard Short-Term Bond ETF

BWX SPDR Barclays Capital International Treasury Bond ETF
BXDB Barclays ETN+short B Leveraged ETN Linked to S&P 500
CEW WisdomTree Dreyfus Emerging Currency Fund
CFT iShares Barclays Credit Bond Fund

CIU iShares Barclays Intermediate Credit Bond Fund
CLY iShares 10+ Year Credit Bond Fund

CORN Teucrium Corn Fund

CSsJ iShares Barclays 1-3 Year Credit Bond Fund

CVY Guggenheim Multi-Asset Income ETF

CWB SPDR Barclays Capital Convertible Securities ETF
CWI SPDR MSCI ACWI ex-US ETF

CYB WisdomTree Dreyfus Chinese Yuan Fund

DBA PowerShares DB Agriculture Fund

DBB PowerShares DB Base Metals Fund

DBC PowerShares DB Commodity Index Tracking Fund
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PowerShares DB Energy Fund
DBO PowerShares DB Qil Fund
DBP PowerShares DB Precious Metals Fund
DBV PowerShares DB G10 Currency Harvest Fund
DEM WisdomTree Emerging Markets Equity Income Fund
DGL PowerShares DB Gold Fund
DGS WisdomTree Emerging Markets SmallCap Dividend Fund
DGZ PowerShares DB Gold Short ETN
DHS WisdomTree Equity Income Fund
DIA SPDR Dow Jones Industrial Average ETF Trust
E-TRACS UBS AG Dow Jones-UBS Commaodity Index Total Return
DICI ETN
DJP iPath Dow Jones-UBS Commodity Index Total Return ETN
DLN WisdomTree LargeCap Dividend Fund
DOG ProShares Short Dow30
DON WisdomTree MidCap Dividend Fund
DOO WisdomTree International Dividend Ex-Financials Fund
DTN WisdomTree Dividend Ex-Financials Fund
DVY iShares Dow Jones Select Dividend Index Fund
DWM WisdomTree DEFA Fund
DWX SPDR S&P International Dividend ETF
DXJ WisdomTree Japan Hedged Equity Fund
ECH iShares MSCI Chile Investable Market Index Fund
ECON EGShares Emerging Markets Consumer ETF
EDIV SPDR S&P Emerging Markets Dividend ETF
EDV Vanguard Extended Duration Treasury ETF
EEB Guggenheim BRIC ETF
EEM iShares MSCI Emerging Markets Index Fund
EFA iShares MSCI EAFE Index Fund
EFG iShares MSCI EAFE Growth Index
EFV iShares MSCI EAFE Value Index
EFZ ProShares Short MSCI EAFE
EIDO iSHARES MSCI Indonesia Investable Market Index Fund
ELD WisdomTree Emerging Markets Local Debt Fund
ELR SPDR Dow Jones Large Cap ETF
EMB iShares JPMorgan USD Emerging Markets Bond Fund
EMLC Market Vectors Emerging Markets Local Currency Bond ETF
EMM SPDR Dow Jones Mid Cap ETF
EPHE iShares MSCI Philippines Investable Market Index Fund
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EPI WisdomTree India Earnings Fund

EPP iShares MSCT Pacific ex-Japan Index Fund
EPU iShares MSCI All Peru Capped Index Fund
ERUS iShares MSCI Russia Capped Index Fund

EUM ProShares Short MSCI Emerging Markets
EWA iShares MSCI Australia Index Fund

EWC iShares MSCI Canada Index Fund

EWD iShares MSCI Sweden Index Fund

EWG iShares MSCI Germany Index Fund

EWH iShares MSCI Hong Kong Index Fund

EWI iShares MSCI Italy Index Fund

EWIJ iShares MSCI Japan Index Fund

EWL iShares MSCI Switzerland Index Fund

EWM iShares MSCI Malaysia Index Fund

EWP iShares MSCI Spain Index Fund

EWQ iShares MSCI France Index Fund

EWS iShares MSCI Singapore Index Fund

EWT iShares MSCI Taiwan Index Fund

EWU iShares MSCI United Kingdom Index Fund
EWW iShares MSCI Mexico Investable Market Index Fund
EWX SPDR S&P Emerging Markets SmallCap ETF
EWY iShares MSCI South Korea Index Fund

EWZ iShares MSCI Brazil Index Fund

EZA iShares MSCI South Africa Index Fund

EZU iShares MSCI EMU Index Fund

FBT First Trust NYSE Arca Biotechnology Index Fund
FCG First Trust ISE-Revere Natural Gas Index Fund
FDL First Trust Morningstar Dividend Leaders Index
FDN First Trust Dow Jones Internet Index Fund

FEX First Trust Large Cap Core AlphaDEX Fund
FEZ SPDR EURO STOXX 50 ETF

FGD First Trust DJ Global Select Dividend Index Fund
FLAT iPath US Treasury Flattener ETN

FNX First Trust Mid Cap Core AlphaDEX Fund

FRI First Trust S&P REIT Index Fund

FVD First Trust Value Line Dividend Index Fund
FXA CurrencyShares Australian Dollar Trust

FXB CurrencyShares British Pound Sterling Trust
FXC CurrencyShares Canadian Dollar Trust
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FXD

First Trust Consumer Discretionary AlphaDEX Fund

FXE CurrencyShares Euro Trust

FXF CurrencyShares Swiss Franc Trust

FXG First Trust Consumer Staples AlphaDEX Fund

FXH First Trust Health Care AlphaDEX Fund

FXI iShares FTSE China 25 Index Fund

FXL First Trust Technology AlphaDEX Fund

FXU First Trust Utilities AlphaDEX Fund

FXY CurrencyShares Japanese Yen Trust

FXZ First Trust Materials AlphaDEX Fund

GAZ iPath Dow Jones-UBS Natural Gas Subindex Total Return ETN
GCC GreenHaven Continuous Commodity Index Fund

GDX Market Vectors Gold Miners ETF

GDXJ Market Vectors Junior Gold Miners ETF

GIY Guggenheim Enhanced Core Bond ETF

GLD SPDR Gold Shares

GMF SPDR S&P Emerging Asia Pacific ETF

GNR SPDR S&P Global Natural Resources ETF

GOVT iShares Barclays U.S. Treasury Bond Fund

GSG iShares S&P GSCI Commodity Indexed Trust

GSP iPath GSCI Total Return Index ETN

GSY Guggenheim Enhanced Short Duration Bond ETF

GVI iShares Barclays Intermediate Government/Credit Bond Fund
GWX SPDR S&P International Small Cap ETF

GXC SPDR S&P China ETF

GXG Global X FTSE Colombia 20 ETF

HAO Guggenheim China Small Cap ETF

HDGE Active Bear ETF/The

HDV iShares High Dividend Equity Fund

HYD Market Vectors High Yield Municipal Index ETF

HYG iShares iBoxx $ High Yield Corporate Bond Fund

HYS PIMCO 0-5 Year High Yield Corporate Bond Index Fund
1IAU iShares Gold Trust

IBB iShares Nasdaq Biotechnology Index Fund

ICF iShares Cohen & Steers Realty Majors Index Fund

ICI iPath Optimized Currency Carry ETN

1IDU iShares Dow Jones US Utilities Sector Index Fund

1DV iShares Dow Jones International Select Dividend Index Fund
bX Market Vectors Indonesia Index ETF
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1Shares Barclays 7-10 Year Treasury Bond Fund
1EI iShares Barclays 3-7 Year Treasury Bond Fund
IEO 1Shares Dow Jones US Oil & Gas Exploration & Production Index Fund
IEV iShares S&P Europe 350 Index Fund
IEZ iShares Dow Jones US Oil Equipment & Services Index Fund
IGE 1Shares S&P North American Natural Resources Sector Index Fund
IGF iShares S&P Global Infrastructure Index Fund
IGOV 1Shares S&P/Citigroup International Treasury Bond Fund
1GS ProShares Short Investment Grade Corporate
IGV 1Shares S&P North American Technology-Software Index Fund
IHE iShares Dow Jones US Pharmaceuticals Index Fund
IHF 1Shares Dow Jones US Healthcare Providers Index Fund
THI 1Shares Dow Jones US Medical Devices Index Fund
JH iShares S&P MidCap 400 Index Fund
1JJ 1Shares S&P MidCap 400/BARRA Value Index Fund
UK 1Shares S&P MidCap 400 Growth Index Fund
IR 1Shares S&P SmallCap 600 Index-Fund
1JS 1Shares S&P SmallCap 600 Value Index Fund .
1T iShares S&P SmallCap 600/BARRA Growth Index Fund
ILF 1Shares S&P Latin America 40 Index Fund
INDA iShares MSCI India Index Fund
INDY iShares S&P India Nifty 50 Index Fund
INP 1Path MSCI India Index ETN
100 iShares S&P Global 100 Index Fund
IPE SPDR Barclays Capital TIPS ETF
ITB 1Shares Dow Jones US Home Construction Index Fund
ITM Market Vectors Intermediate Municipal ETF
IVE iShares S&P 500 Value Index Fund
IVOO Vanguard S&P Mid-Cap 400 ETF
IVOP iPath Inverse S&P 500 VIX Short-Term FuturesTM ETN II
vv 1Shares S&P 500 Index Fund/US
IVW iShares S&P 500 Growth Index Fund
IWB iShares Russell 1000 Index Fund
IWC 1Shares Russell Microcap Index Fund
IWD iShares Russell 1000 Value Index Fund
IWF 1Shares Russell 1000 Growth Index Fund
IWM iShares Russell 2000 Index Fund
IWN 1Shares Russell 2000 Value Index Fund
WO iShares Russell 2000 Growth Index Fund
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IWP L

iShares Russell Midcap Growth Index Fund
IWR iShares Russell Midcap Index Fund
IWS iShares Russell Midcap Value Index Fund
IwWv iShares Russell 3000 Index Fund
IwWw iShares Russell 3000 Value Index Fund
WY iShares Russell Top 200 Growth Index Fund
IwWZ iShares Russell 3000 Growth Index Fund
IXC iShares S&P Global Energy Sector Index Fund
IXG iShares S&P Global Financials Sector Index Fund
IXJ iShares S&P Global Healthcare Sector Index Fund
IXN iShares S&P Global Technology Sector Index Fund
IXP iShares S&P Global Telecommunications Sector Index Fund
IYC iShares Dow Jones US Consumer Services Sector Index Fund
IYE iShares Dow Jones US Energy Sector Index Fund
IYF iShares Dow Jones US Financial Sector Index Fund
IYG iShares Dow Jones US Financial Services Index Fund
IYH iShares Dow Jones US Healthcare Sector Index Fund
1YJ 1Shares Dow Jones US Industrial Sector Index Fund
IYK 1Shares Dow Jones US Consumer Goods Sector Index Fund
IYM iShares Dow Jones US Basic Materials Sector Index Fund
IYR iShares Dow Jones US Real Estate Index Fund
IYT iShares Dow Jones Transportation Average Index Fund
IYw iShares Dow Jones US Technology Sector Index Fund
IYY iShares Dow Jones US Index Fund
1IYZ iShares Dow Jones US Telecommunications Sector Index Fund
JC iPath Dow Jones-UBS Copper Subindex Total Return ETN
G iPath Dow Jones-UBS Grains Subindex Total Return ETN
JNK SPDR Barclays Capital High Yield Bond ETF
JX1 iShares S&P Global Utilities Sector Index Fund
JYN iPath JPY/USD Exchange Rate ETN
KBE SPDR S&P Bank ETF
KBWB PowerShares KBW Bank Portfolio
KIE SPDR S&P Insurance ETF
KOL Market Vectors Coal ETF
KRE SPDR S&P Regional Banking ETF
KXI iShares S&P Global Consumer Staples Sector Index Fund
LAG SPDR Barclays Capital Aggregate Bond ETF
LQD iShares iBoxx Investment Grade Corporate Bond Fund
LTPZ PIMCO 15+ Year US TIPS Index Fund
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SPDR Barclays Capital Long Term Corporate BondETF
MBB iShares Barclays MBS Bond Fund
MBG SPDR Barclays Capital Mortgage Backed Bond ETF
MCHI 1Shares MSCI China Index Fund
MDY SPDR S&P MidCap 400 ETF Trust
MGC Vanguard Mega Cap 300 ETF
MGK Vanguard Mega Cap 300 Growth ETF
MINT PIMCO Enhanced Short Maturity Strategy Fund
MLPI UBS E-TRACS Alerian MLP Infrastructure ETN
MLPN Credit Suisse Cushing 30 MLP Index ETN
MOO Market Vectors Agribusiness ETF
MUB 1Shares S&P National Municipal Bond Fund
MXI 1Shares S&P Global Materials Sector Index Fund
MYY ProShares Short MidCap 400
NKY MAXIS Nikkei 225 Index Fund ETF
OFEF 1Shares S&P 100 Index Fund
OIH Market Vectors Oil Service ETF
OIL 1Path Goldman Sachs Crude Qil Total Return Index ETN
PALL ETFS Physical Palladium Shares
PBI Powershares Dynamic Food & Beverage Portfolio
PCEF PowerShares CEF Income Composite Portfolio
PCY PowerShares Emerging Markets Sovereign Debt Portfolio
PDP Powershares DWA Technical Leaders Portfolio
PEY PowerShares High Yield Equity Dividend Achievers Portfolio
PFF iShares S&P US Preferred Stock Index Fund
PFM PowerShares Dividend Achievers Portfolio
PGF PowerShares Financial Preferred Portfolio
PGX PowerShares Preferred Portfolio
PHB PowerShares Fundamental High Yield Corporate Bond Portfolio
PHO PowerShares Water Resources Portfolio
PHYS Sprott Physical Gold Trust
PID PowerShares International Dividend Achievers Portfolio
PIE PowerShares DWA Emerging Markets Technical Leaders Portfolio
PIN PowerShares India Portfolio
PJP Powershares Dynamic Pharmaceuticals Portfolio
PLW PowerShares 1-30 Laddered Treasury Portfolio
PPH Market Vectors Pharmaceutical ETF
PPLT ETFS Platinum Trust
PRF Powershares FTSE RAFI US 1000 Portfolio

27




PSLV Sprott Physical Silver Trust
PSP PowerShares Global Listed Private Equity Portfolio
PSQ ProShares Short QQQ
PVI PowerShares VRDO Tax Free Weekly Portfolio
PXH PowerShares FTSE RAFI Emerging Markets Portfolio
PZA PowerShares Insured National Municipal Bond Portfolio
QQQ Powershares QQQ Trust Series 1
REM iShares FTSE NAREIT Mortgage Plus Capped Index Fund
REMX Market Vectors Rare Earth/Strategic Metals ETF
REZ iShares FTSE NAREIT Residential Plus Capped Index Fund
RFG Guggenheim S&P Midcap 400 Pure Growth ETF
ELEMENTS Linked to the Rogers International Commodity Index -
RJA Agri Tot Return
ELEMENTS Linked to the Rogers International Commodity Index -
RJI Total Return
ELEMENTS Linked to the Rogers International Commodity Index -
RIN Energy To Return
ELEMENTS Linked to the Rogers International Commodity Index -
RJZ Metals Tot Return
RPG Guggenheim S&P 500 Pure Growth ETF
RSP Guggenheim S&P 500 Equal Weight ETF
RSX Market Vectors Russia ETF
RTH Market Vectors Retail ETF
RWM ProShares Short Russell2000
RWO SPDR Dow Jones Global Real Estate ETF
RWR SPDR Dow Jones REIT ETF
RWX SPDR Dow Jones International Real Estate ETEF
RYH Guggenheim S&P 500 Equal Weight Healthcare ETF
SAGG Direxion Daily Total Bond Market Bear 1x Shares
SCHA Schwab US Small-Cap ETF
SCHB Schwab US Broad Market ETF
SCHD Schwab US Dividend Equity ETF
SCHE Schwab Emerging Markets Equity ETF
SCHF Schwab International Equity ETF
SCHG Schwab U.S. Large-Cap Growth ETF
SCHH Schwab U.S. REIT ETF
SCHM Schwab U.S. Mid-Cap ETF
SCHO Schwab Short-Term U.S. Treasury ETF
SCHP Schwab U.S. TIPs ETF
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Schwab Intermediate-Term U.S. Treasury ETF

Schwab U.S. Large-Cap Value ETF

Schwab US Large-Cap ETF

SCHZ Schwab U.S. Aggregate Bond ETF

SCPB SPDR Barclays Capital Short Term Corporate Bond ETF
SCZ iShares MSCI EAFE Small Cap Index Fund

SDY SPDR S&P Dividend ETF

SEF ProShares Short Financials

SGG iPath Dow Jones-UBS Sugar Subindex Total Return ETN
SGOL ETFS Gold Trust

SH ProShares Short S&P500

SHM SPDR Nuveen Barclays Capital Short Term Municipal Bond ETF
SHV iShares Barclays Short Treasury Bond Fund

SHY iShares Barclays 1-3 Year Treasury Bond Fund

SIL Global X Silver Miners ETF

SIVR ETFS Physical Silver Shares

SIB ProShares Short High Yield

SINK SPDR Barclays Capital Short Term High Yield Bond ETF
SLV iShares Silver Trust

SLX Market Vectors Steel Index Fund

SMH Market Vectors Semiconductor ETF

SOXX iShares PHLX SOX Semiconductor Sector Index Fund
SPLV PowerShares S&P 500 Low Volatility Portfolio

SPY SPDR S&P 500 ETF Trust

SPYG SPDR S&P 500 Growth ETF

SPYV SPDR S&P 500 Value ETF

STIP iShares Barclays 0-5 Year TIPS Bond Fund

STPP iPath US Treasury Steepener ETN

STPZ PIMCO 1-5 Year US TIPS Index Fund

SUB iShares S&P Short Term National AMT-Free Municipal Bond Fund
SVXY ProShares Short VIX Short-Term Futures ETF

TAN Guggenheim Solar ETF

TBF ProShares Short 20+ Year Treasury

TBX ProShares Short 7-10 Treasury

TFI SPDR Nuveen Barclays Capital Municipal Bond ETF
THD iShares MSCI Thailand Index Fund

TIP iShares Barclays TIPS Bond Fund

TLH iShares Barclays 10-20 Year Treasury Bond Fund

TLT iShares Barclays 20+ Year Treasury Bond Fund
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iShares MSCI Turkey Index Fund

UDN PowerShares DB US Dollar Index Bearish Fund
UGA United States Gasoline Fund LP

UNG United States Natural Gas Fund LP

URA Global X Uranium ETF

USCI United States Commodity Index Fund

USL United States 12 Month Oil Fund LP

USoO United States Oil Fund LP

UUP PowerShares DB US Dollar Index Bullish Fund
VAW Vanguard Materials ETF

VB Vanguard Small-Cap ETF

VBK Vanguard Small-Cap Growth ETF

VBR Vanguard Small-Cap Value ETF

VCIT Vanguard Intermediate-Term Corporate Bond ETF
VCLT Vanguard Long-Term Corporate Bond ETF
VCR Vanguard Consumer Discretionary ETF

VCSH Vanguard Short-Term Corporate Bond ETF
VDC Vanguard Consumer Staples ETF

VDE Vanguard Energy ETF

VEA Vanguard MSCI EAFE ETF

VEU Vanguard FTSE All-World ex-US ETF

VFH Vanguard Financials ETF

VGK Vanguard MSCI European ETF

VGT Vanguard Information Technology ETF

VHT Vanguard Health Care ETF

VIG Vanguard Dividend Appreciation ETF

VIIX VelocityShares VIX Short Term ETN

VIOO Vanguard S&P Small-Cap 600 ETF

VIS Vanguard Industrials ETF

VIXM ProShares VIX Mid-Term Futures ETF

VIXY ProShares VIX Short-Term Futures ETF
VMBS Vanguard Mortgage-Backed Securities ETF
VNM Market Vectors Vietnam ETF

VNQ Vanguard REIT ETF

VO Vanguard Mid-Cap ETF

VOE Vanguard Mid-Cap Value Index Fund/Closed-end
VONE Vanguard Russell 1000

VONG Vanguard Russell 1000 Growth ETF

VONV Vanguard Russell 1000 Value
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Vanguard S&P 500 ETF
VOOG Vanguard S&P 500 Growth ETF
VOOV Vanguard S&P 500 Value ETF
VOT Vanguard Mid-Cap Growth Index Fund/Closed-end
VOX Vanguard Telecommunication Services ETF
VPL Vanguard MSCI Pacific ETF
VPU Vanguard Utilities ETF

Barclays ETN+ ETNs Linked to the S&P 500 Dynamic VEQTORTM
VQT Total. Return Index
VSS Vanguard FTSE All World ex-US Small-Cap ETF
VT Vanguard Total World Stock Index Fund ETF
VTHR Vanguard Russell 3000
VTI Vanguard Total Stock Market ETF
\4 0% Vanguard Value ETF
VIWG Vanguard Russell 2000 Growth
VTWO Vanguard Russell 2000
VTWV Vanguard Russell 2000 Value
VUG Vanguard Growth ETF
V'A% Vanguard Large-Cap ETF
VWO Vanguard MSCI Emerging Markets ETF
VXAA ETRACS 1-Month S&P 500 VIX Futures ETN
VXEE ETRACS 5-Month S&P 500 VIX Futures ETN
VXF Vanguard Extended Market ETF
VXUS Vanguard Total International Stock ETF
VXX iPATH S&P 500 VIX Short-Term Futures ETN
VXZ iIPATH S&P 500 VIX Mid-Term Futures ETN
VYM Vanguard High Dividend Yield ETF
VZ7B 1Path Long Enhanced S&P 500 VIX Mid-Term FuturesTM ETN 11
WDTI WisdomTree Managed Futures Strategy Fund
WIP SPDR DB International Government Inflation-Protected Bond ETF
XBI SPDR S&P Biotech ETF
XES SPDR S&P Oil & Gas Equipment & Services ETF
XHB SPDR S&P Homebuilders ETF
XV VelocityShares Daily Inverse VIX Short Term ETN
XLB Materials Seiect Sector SPDR Fund
XLE Energy Select Sector SPDR Fund
XLF Financial Select Sector SPDR Fund
XLG Guggenheim Russell Top 50 ETF
XLI Industrial Select Sector SPDR Fund
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XLK

Technology Select Sector SPDR Fﬁd

XLP Consumer Staples Select Sector SPDR Fund

XLU Utilities Select Sector SPDR Fund

XLV Health Care Select Sector SPDR Fund

XLY Consumer Discretionary Select Sector SPDR Fund
XME SPDR S&P Metals & Mining ETF

XOP SPDR S&P Oil & Gas Exploration & Production ETF
XPH SPDR S&P Pharmaceuticals ETF

XRT SPDR S&P Retail ETF

XSD SPDR S&P Semiconductor ETF

XXV 1Path Inverse S&P 500 VIX Short-Term Futures ETN
ZROZ, PIMCO 25+ Year Zero Coupon US Treasury Index Fund
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Appendix B — Data

Unless otherwise specified, the following data shall be collected and transmitted
to the SEC in an agreed-upon format on a monthly basis, to be provided 30 calendar days
following month end. Unless otherwise specified, the Primary Listing Exchanges shall be
responsible for collecting and transmitting the data to the SEC. Data collected in connection
with Sections II(E) — (G) below shall be transmitted to the SEC with a request for confidential
treatment under the Freedom of Information Act. 5 U.S.C. 552, and the SEC’s rules and
regulations thereunder.

I.  Summary Statistics

A. Frequency with which NMS Stocks enter a Limit State. Such summary data shalt
be broken down as follows:

I. Partition stocks by category
a. Tier 1 non-ETP issues > $3.00
b. Tier 1 non-ETP issues >= $0.75 and <= $3.00
¢. Tier 1 non-ETP issues < $0.75
d. Tier 1 non-leveraged E'TPs in each of above categories
e. Tier 1 leveraged ETPs in each of above categories
f. Tier 2 non-ETPs in each of above categories
g. Tier 2 non-leveraged ETPs in each of above categories
h. Tier 2 leveraged ETPs in each of above categories
2. Partition by time of day
a. Opening (prior to 9:45 am ET)
b. Regular (between 9:45 am ET and 3:35 pm ET)
c. Closing (after 3:35 pm ET)

d. Within five minutes of a Trading Pause re-open or IPO open
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3. Track reasons for entering a Limit State, such as:

a. Liquidity gap —price reverts from a Limit State Quotation and
returns to trading within the Price Bands

b. Broken trades

c. Primary Listing Exchange manually declares a Trading Pause
pursuant to Section (VI)(2) of the Plan

d. Other

B. Determine (1), (2) and (3) for when a Tréding Pause has been declared for an
NMS Stock pursuant to the Plan.

II. Raw Data (all Participants, except A-E. which are for the Primarv Listing Exchanges

only)
A. Record of every Straddle State.

1. Ticker, date, time entered, time exited, ﬂag for ending with Limit
State, flag for ending with manual override.

2. Pipe delimited with field names as first record.
B. Record of every Price Band

1. Ticker, date, time at beginning of Price Band, Upper Price Band,
Lower Price Band '

2. Pipe delimited with field names as first record

C. Record of every Limit State
1. Ticker, date, time entered, time exited, flag for halt
2. Pipe delimited with tield names as first record

D. Record of every Trading Pause or halt

1. Ticker, date, time entered, time exited, type of halt (i.e., regulatory
halt; non-regulatory halt, Trading Pause pursuant to the Plan, other)

2. Pipe delimited with field names as first record
E. Data set or orders entered into reopening auctions during halts or Trading Pauses

1. Arrivals, Changes, Cancels, # shares, limit/market, side, Limit
State side
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2. Pipe delimited with field name as first record

. Data set of order events received during Limit States

. Summary data on order flow of arrivals and cancellations for each 15-second

period for discrete time periods and sample stocks to be determined by the SEC in
subsequent data requests. Must indicate side(s) of Limit State.

1. Market/marketable sell orders arrivals and executions
a. Count
b. Shares

¢. Shares executed

2. Market/marketable buy orders arrivals and executions
a. Count
b. Shares

" ¢. Shares executed

3. Count arriving, volume arriving and shares executing in limit sell
orders above NBBO mid-point

4. Count arriving, volume arriving and shares executing in limit se]l
orders <= NBBO mid-point (non-marketable)

5. Count arriving, volume arriving and shares executing in 11m1t buy
orders above NBBO mid-point (non-marketable)

6. Count armving, volume arriving and shares executing in limit buy
orders. below NBBO mid-point

7. Count and volume arriving of limit sell orders priced at or above
NBBO+$0.05

8. Count and volume arriving of limit buy orders priced at or below
NBBO-$0.05

9. Count and volume of (iii-viii) for cancels

10. Include: ticker, date, time at start, time of Limit Ssate, data item

fields, last sale prior to 1-minute period (null if no trades today), range
during 15-second period, last trade during 15-second period
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| IIl. At least two months prior to the end of the Pilot Period, all Participants shall
provide to the SEC assessments relating to impact of the Plan and calibration of the
Percentage Parameters as follows:

A.

Assess the statistical and economic impact on limit order book of approaching
Price Bands.

Assess the statistical and economic impact of the Price Bands on erroneous trades.

Assess the statistical and economic impact of the appropriateness of the
Percentage Parameters used for the Price Bands.

Assess whether the Limit State is the appropriate length to allow for liquidity
replenishment when a Limit State is reached because of a temporary liquidity gap.

Evaluate concerns from the options markets regarding the statistical and economic
impact of Limit States on liquidity and market quality in the options markets.
(Participants that operate options exchange should also prepare such assessment
reports.)

Assess whether the process for entering a Limit State should be adjusted and
whether Straddle States are problematic.

. Assess whether the process for exiting a Limit State should be adjusted.

Assess whether the Trading Pauses are too long or short and whether the
reopening procedures should be adjusted.
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