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I. 
I NTl{OIHJCTION 

Each Respnruknt \;brief: rath<.:r than <.;Xp1aining why 11e is not liHhk, HC!UaUy UtH.krscon.:s 

his liability hy: f()cw;ing <'HI questions largdy irrelevant to this en~(~; rdying almc•st cxclusivdy on 

aJkr-the-t~1ct, un~upportcd sd f-scrving assumptions ;md a%,;rti(lns rather than credible evidence; 

and mi::;c(I!1Struing the evidenc(~ to \Vhich they cite. Tht~s~..: arguments f~tiL tltch.Ja!ry nnd legally. and 

should he r(itctcd. Ill sh<lrl. ds established in the Divisk~n's i1titial brid~ the Rt~spondcnts !louted 

their rcsponsihilitic . .;; 111tdcr the !l~dend s~~curitics la\vs. F'inally. in cvnfll<IIing ll1c Respondents' 

<JI'g\.ttm:nts, it is n .. :ilsonahk f<.'l nsk. givt•n the cle;1r is~a.tcs presented in !his ca:::c, why till: Respondents 

Jl:d it is necessary rn try lo change 11w subject and misstate or ignore the r(:cord. 

II, 
DJSCUSSlON 1 

A. Respondents (::wnot escape accounhlbil.ity by changing the Division's altcgMions. 

As tlK~ Division cautioned th\~Y WO\l!d dvring opening stafcmt~nts, L'ttch of the Rcspontknts 

altcmp!s tn dislract tht: C.'ourt by arguing at length that !w should not b(: lldd li<~hlc hccausc he did 

not krto\.v A!k.11 St:uJ!\.1rd \vas running a Pon?;i scheme.~ Stressing lht: apparcntl:v respected and 

high-profile pcopk with whom Stanl(lrd SUITOUnrk~d himsdC Rcspomk:nts suggest they were r(loled 

just like sc;c·s dicnts \vcrc. This diversion misses the poin1 nnd. even worse, scd~s to ignore 

......................... __ _ 
Tht: !<.esp1HHknts' argumL:nts !'rcqucnlly overlap. fn this s(;:dion. the Divisi<'>n :tttcmpts l\l 

addrc::;s overlapping :trgumenls rolk:ctivc:ly lo :woid mmecessary rcpctilion vvhik ;lise) mldrc!:ising 
each R~~spnndcnt's individual hricC as (lppropriute. The Division oJ'krs the !ltc.tunl statcm.cntl' 
herein and in its lniti;d Brid-as proposed lindings offact :md kgnl conclusions, 

fScc/('>t' e.,r.lltl(llc: Hngm"s 8r :11 6-X, .15-Jl:\ (""The Rc(:tlrd is Devoid ol' i\ny Evilknct: that 
Hognr I<.nowing!y Parlicipak~d in the SlDL Pon;;i Scht~me··): (lreen"s lk. at 2 (''The: Divi..:;ion's 
()rdcr Instituting Pn,(:~:~:dings seeks to portray (lrc~n a.-; a fraud hi!llsdf f(.\r failing to detect and 
hall the Po1v:i scheme-'}: ami Young's !3r. at 11 '"The Division has (lfTr:;rcd no ~:~vidence that 
Youn).-!, at.:ted \Vith krwvvk:dgc, N encountered ·red tlng< or suspieious event:; creating reason f(H· 

dnuht to have alerkd him to the irnpn>p<.:r eondw.:t or Stannwd, Unvis. ct<:. or ifth(~ dntlg(~r (Pon;.i 
.-;chem<..'.) was so obvious that 'r"oung. hnd to hnve hccn aw:m:pfiL'}I 
In rhe ;1.fa!lcr v(Bogw·, l'uun,s.: om! ( /n··en I 
J >lvi);i<HJ of 1-.nti'>n;,~tllr,:Jir":·; J->o:-;t-1-karing RcsponSL' !kid" 
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c.ort:, is not about Allen Stanfiml or what he did. f.t i$ ab<.IU! what the Rcspon<.knls did and failed to 

do. 

I. The Division alkg(~s !.hal th(.' Rcsponcfenls viohtted lht' law because they 
misn~pr·cscntcd l'r'hat (h~:y km:~w and f:1iled to disclose what the:+· did not' know. 
not l'lu'!t they should he punished for fniliug l(t <kiN~t Sl:anford' s Ponzi schcmt:. 

Respondents' attempt to blame A!kn S!(mf(Jrd notwitllstandirtg, this case is about Danny 

DogaJ' {SCJC's !'resident), Hcmcrd You11g (SG(~'s Chief'Cl.Hnpli<HlCC ()fflc<..:r), ~md Jrtson Cireen 

(SGCs product lnilJWgcr and head of marketing f('Jr l!lc SIB CD). 1\nd it is about what ca<:h 

·n 7 '' ··)() I ·r· . .,.~ ! 1 ··) -· (l·J· . . ' . )J ~- .... )- ... ·. nnr r. ... : ~h:..) IV!ston ~ c:1pemng sta1<.::mcnt .. 

1\:lorc specilic~llly, as alleged hy Hw Division. each Respondent violated th~.:~ lcder~tl 

sec.:urities laws bc:cnusc he rc:prc~e.nl.cd (or w;1s Plhcnvi::;c f(:::;ponsibll: iiJr rq.m.:scntations) that: (I} 

illVi.;Stor 1i.mds would be pooled and invested in snf(:. divc!'si!icd. liquid in\Tstm~:nts: (2) the 

philosophy: (I) the rt~!urn.c; on this cnns(;rvnlivc portf.i.)!iu would lK: used hl pay the prorniscu yidds; 

(4) SGC would receive a Y~11) fee nn the: SIB CD:(.") oversight <lf'SH-rs investments was provided 

tlH'ouglJ a number of entities. including S I Ws nt1(litor: S l H"s H(lnrd. nnd t!H.: 1-'SRC'; ( 6) investors 

! ! t ll S'll')' ' I . . .. l'("ll!). I '11:.-..j .... <) ,,:,_')') )'L')<)J wou ( )C pmtcc!L'< )y .. .~ ~ ·,\)tnpr<.: H:ns1vt:: nlsur~lnc:c program. . ..t ~>. o. • t--~. ~-· - . 

There is no dispulc thnt Owsc stal\.:TW.:nts were J:l!se. 

Moreover, each R(:spondent vio!~ttcd 1 he federal se.~mit ie.s laws bc~<HJ:;;,; <.:nc.lt k.tww and 

tilikd to disclose that: (I) he could not c(lnfirm ;tny oftlle reprcs(:ntaliuns about Sl8·s inVL:stmcnl 

porth,fio dut; to SIB's I~Kk ortnln~parency (and. in Hngar's and Young's Ctt.<::cs. knew thnL contrnry 

to !ht:sL~ promises 0 r liquidity. s! [J :JCrunll y· invested mil lions or doll:trs in iII iquid pri vall~ <..~quity): 

In tire Jfallt''f' t~(1io:;m·. )'/.mng onrl Gr~·en .! 
Di\'isinn of !·.nfim:L.:nwnl'~; Po~a .. Hcaring R<:Sf"(Hl.~~: !hid' 
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C:.) there was no iusurance protecting the SIB ('I) <.h.~posits; (3) the. full ext(~!lt or t:.~)mpensatioiJ tlllll 

\:.C~Jl cd into doubt SGC' s rcpn.:.st..~ntations about the S 1!3 CD. inc! ud i ng H11:,~ Ji~cts that both SC ;c 

tinancinl advisers nnd a number of third p;1rtics such as Pnshing, Snyder l(.~;;lrnc:y, and mullfptc 

jJl(]cpendent (.'P;\s · h<HI <.::xpn:~;st..:d concerns ahoul /\ntigw1, thc FSRC, S1B's <ludilor, Sll.3's lad:: 

ortnmsparcncy. and lhc ri.sk inherent ill the SIB CD: and (5) there were other !rt:!tcria! titcts c<llling 

into question SGC''s assur;mc<.~s and ornissions about the SfR CD, including in (ireen· s c;1sc ·-··· 

that ,\lk~n Stanford admittedly lo~l $()0() mill inn in J)ec(:rnhcr 2008 and had an ev~~r .. changing story 

regm·ding nn ndrnittcdly eri!ic<1l capital contribution hy Stanfl.ml in l<llr-: 20m;. 

2. Tlw <.~vidence d~n'IOp(~d in the hcar·ing and dis(·usst•d in fh(;' Division's brid'ing 
t.•stablish<~s the l)ivision's facwal allt.·}~alions. 

As set out in the Division's initial hricC the c.rucir1l t:tc!s ~::·trmot h<..: dispukd: 

• sere md the Rt~spondc:nt..s told in'vTS[(lrS ....... hy di~tributinp, nwrk<..:ling brocllllres and 
other n1.ntcrinls to invcsl<H·s and <:lS <:!result of training provided to S(IC finnncinl 
advist::rs --- tlwt investors could invest in n "(;Crl j licatC 0 I" deposit'' that pHid high(~!' 
rl'ltll'ns than u l J.S. ccrtilknt~~ of d~,.~posit IIL~causc th~ p~)okd ass<.~ls \.VtTC m::maged by 
a gtnhal nc..~t \Vork o J' successful rnOJl(~y rnwwgcrs. !Sec Division· s Br. ttl 7 -'6, 2!. 31-
3'7.'j 

• In the same wny. SGC and th...o RcsporHkllb minirnizcd tlw risks associated with tlii~ 
admittedly \lniquc on:~horc inv(:.strrlcnl, assuring investors thett SIB CDs \.H~n.~ snk 

' /\s the evidctK(: in the record detnon:->trarcs, this di~dosure was n1r from cornpkle and 
acctlt'i'lk because it gave the tl:tlse impression that Ow y~,;) ti.~L~ w:ts a one-time upthmt paynlcnt 
instead of making it ckar th;;1t. in truth. SCC received y;.;l of cnd1 C!Ys value each year during 
the li k~ nf tlw CD, cv~_:n i {' rol kd-(WCf, 

ln ,·1ddition, <IS the Rcsp<..,rltknls, each or whom scn''~d ns n securities prol'cssiPnal with 
dulit:s to S(;C's di,~nts, knew or could hnve knOW!! with even a nH\Incnt's rt.~l.ki.:tiou, SIB's 
inve-strnents rt~turns {h:lsc:d, ilc~~nrdittg (\) thl' Bank, on ;1 "prudent" im,Tstmcnt philosophy) had to 
hi;: sufficiently high lt, cover not only intt:~n:.sl oblig~tlions th:1t (;lr exceeded domc::;ti~_: certificate::; 
<,fdcposits and not <.mly llw annual 3(~i> 1mi!ing It:~.: paid to SCC but al~o extr<l ~:ornpen~;ntion to 
SGC"s fin;mcia! :·ldvi~(~I·s such as t.Iuartcrly nnd "mcgn'' honuses, Top PrndtJ<..~<:;rs Club trips to 
higlH:~nd <..kstinations. :1nd operating expenses. V ~·t !ht..-re is nol ~~shred of evidence thnt nny nf 
the Respondent~ cv~,_:r a!lempt<.;d to try to reconcile this. 
In tlw t\-/(ltf<'r r~(l.?own·. hw11g and (in·c·n 3 
Divi~ion nf"Fnf(-,rn·menl·;; Post.( k<'tring R,•sp •. m., ... Brid" 
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})(~Cause I he g1Ph<1l !H.:twork of monc:y rn::mngers pookd th~:ir li.md:-> into a single 

portf(>fio {the "'CD pori lh!io"") that w~1s invested in a ··wcfl-diversificd portl()fio of 
highly nwrkd<tble securities issu,!d by ~tnb!c govcrnm~.:nts, strong multination~l 
-.:ompanies and 111!1j0!' i!l!Crlltll i<.'llal banks." rriivi.sion. s Br. nt X]. As the ·rrai n in~! 
and Mnrkding Manual SGCs financial advis(;rs relied on put it: ··sranf~:m! 
International Bank's liquidity (:qtwls security . .sine~:: it assures thai the Hank hns the 
resoun:.:es to honor wilhdr~nval n:que::;ts as they appear." [Division's Br. at 34<171. 

• SC1C and lh~: Respondents ti.uihcl' minimized th~..~ risk to inve::;lors hy promising 
!h<.~m :·I!H.llraining S< ;c· s tinnncial advisers to tdl thcrn that "depositor s(:curiJy'' 
w::.ts provided hy a '\.:nmprdwnsivc insurance progrnm'" thnt made FDIC 1k•.posit 
iusurancl~ ''relatively weak .. in comprrrison. This r~.~pt\~S<:~nt:Hion was reint{)rccd in 
the written docu!l!L:nts given to investor~. particularly 1/w brocllurc. I Division's 
Br. at ~1,4-J7]. 

• !3ut SGC nnd the Rcspnnd(:nts i11t<:utionally t~tiled to tell these inH~stors tlwt neither 
SCi(: nor the Respomk:nts hud any independent bnsis on which to vouch !(Jr how 
SIB inv~:stcd the CD portf()Jio or \Vh(~lh(:r their investments were sak HI all. 
Contrary to their spccitk alld bold promises ab(!Ut how SIB invested its assets, the 
U.S. broker-dealer was rwt allO\Vt::d hy SIB w obtain such vcrifica{ion. !.Division's 
Br. at 'li-1-52. 53 and 14-J<>j. 

• Fndl Respondent knew that, contrary 1o the alleged '"comprcllensivc insurancl': 
progEm1." invest()lent:s in 1hc: SIB CD lwd no insurance protection ell all. I Divi~::don's 
Br. n1 9j. 

• Jn addl!inn, Rcsp(lndents f;~ikd to properly dis,:losc the cXlcnlto which SGC.' was 
11nancia!ly dcpl.mdem nnd ntbenvise conn<.:x.~tcd to SIB. jDivision·s Hr. at41-4.\J. 

• Bngm :rpprovcd S< i( "'s otlcr and s:llt,: of the SH3 CDs. approved <IIH.l w~1s aware or 
S(r( :· s use ttl' tlw m;1rkL~ting. documents containing the misrepreentations and 
omissions noted abnve, and npprovc:d nnd vvns aw::11-c (or W<ts cxlrcmdy reckless in 
not lx~ing HWlll'L~) the inl(lt"l1lll1i1.ll1 .k:d {(.1 SCICs fimmcial advisers in Lhc sm CD 
trainin:,~ s~:ssi(.HJ~ and in the Training and fVIarkcting Mnnunl. lDivision's Hr. nt l 0. 
3 l. 36 :md 4~; sec nlso Tr. :'.79:~: I :'<?,794: I Oj.'1 

• 'Yount! <ltJiiJI.lri:t.cd SGC and its tinanda! advisers to use lhc written maLcrinls 
coulaining the mlsreprr.::s(:ntntions nnd omissions, conducted training sessions in 
\VhiciJ S(i(:'s linnnc.ial <tdvbcr~ Wt;re (H'tn(:d With !ht: miS!'t:p!'(:,SCI!lations regarding 
the s;di.~ty ol'lh!.:! SIB CD. approved S(;c·s financial ;1dvisers" use nfth(~ Trnining 
and M:nketin,g !VlonunL nnd llWk other w.:tions thut tT~trllcd in im'csl\.>r::;' being 
misled. 'fhese !'ur!her <K:ti\>nS include revising and t:tpproving mish::ading "talking 
points"' ~md g<)ing on the "rnnd sh(1w,'' Is~:~:, q2. .. Div. Br. at II, ~~l·(j. 

------·---· ......... _ ......... .. 
-1 

lndc~.:d, :1:i tlwttestimony dcmon~;trntcs. Hngnr :1dmils he was responsihk~ f(H· the training 
artd was aware of it. evc~n mtcnding :1t leas! portion:-; ,.lrit. 
In tltt: Mulfcl' r!f'!>m:or. l'mrn,r~ ((17d Urr'<'ll 4 
DiV!Sil)fl or Lut(>r(l.'!lH.:lJ(~, Pn:;t-l kmint~ Hespon~;-· Hric:l' 
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• ( irccn pr~'vkkd lh~: miskading wtittt:n materials to invt.~stors. \V;h awnrc tlwt SCi(· 
financial advisers he led also provkk:d tl11.:m, Mn!ty misled his own investors. led th~~ 
training .;;c:ssions :t!ong with Young, and otlwrwist.: ad<:d to crH.:outag~: and 
im:cntivizt.:. sc;c·s financiul ~tdvisers to sell the SIH ( :D (hy. t()r (:X:~l!npk. k:Hding 
and din:x;ting the s:ll<~s ~~on tests and by rcvisi11g <llld distributing t!Je ··talf.;ing points" 
<md !hcSfB 1008 f'v1onthly Report). !See, e.g .. Division's Br. :.1t !2. 2!-22: 31-:n: 
~9 ·li) -. -7) .) . -·~\ ; ::><>-) .. 

3. The attempt hy Rt.~spondents, parficulat·ly Grt~('U~ to avoid liabilit:y by citing to 
cases :u·isin14 ou~ of tfH.' Madoff P<)nzi scheme is a r·cd-hcning thM shtHdd IH~ 
n:~.il~d:t•tl. 

Given the discussion abovt:. (it\~en' s IH:nvy rcli a nee on SIX.' 1·. Co/unad .\'<'n. ( 'ntp. and 

o!h~:r i'vlad(tff-rl'la!cd t:ases to m·gur.: that tht.: law does not suppmt a fraud case agninst him i!; 

wrong. i·Sce. l.'.g .. < ireen Hr. nt 64-65, rdying on Culmwd, 2010 WL :1(,)~·1·'1. No. ()<).('!V-·56SO-· 

LLS (S.D. N.Y. Feb. 2. 20 I 0)]. Unlike this case .. in Cohmad. the C<)mmission "ldidJ I.}Ql. nl!cg(: 

Mudof!'s investment advi~ory bu:::in(~ss \.vas a sham:·' fid. at*! (emphasis added): see also the 

( 'ommissinn 's nriginnl ( 'olmwd (\llllpi:Jint, available at 

b.t.JP:/!.\Y~Y\Y.:.::>c:c.,g,(_)V/1 i.rig<Jtion!onll pl <lints/20! ()/c(~1.1}p2.J.7.J~.:l?Ufl Rather, ll1c ( 'nm1n iss ion 

chmgcd tlw Culmmd ddL~udants with having h~.;;en particip:mts in MadorFs Pom-;i scheme. Sec 

recklessly p;lrticipnting in 8cmarJ L. i'vlado!'!'s 1\mzi sd1eme"). In thb c:tst~. t!wr~ is no 

nlkgation thnt th~-.: respondents participated in Allen St;mti.Jrd'::; P(JH/.i ~dl\.~!llc. 

:~ As diswsscd bdow. the Commission !!led an .1\rnendcd C()mplaint aJI.er this order w:ts 
issued, resulting in <lgrccd ... to frnud judgm<..~nts. hut (irccn cites only to the decision m.ldrc0sing the 
origin~d Cornp!nint. 

In rfr,• .Hufl<:r (!I Nr .. rgur. i'ul!/1.~! and (/n•t:JJ 5 
l >tvision or J.::nJi.'fCCl11Clll·~: p(,~il-1 k;tfitl~! Re:;p(.>JJSl~ Bril:f 
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!heir scienlcr.
6 

But, each Rcspondent·s ~.:ulpabk ~tate of mind is mor(~ thnn dcrnon::;!raled by 

:-:irnply !·()~Using on the undi,:qwtc:d evidence of \Vhar they kne\v (hut th;ll WH~ rrequcntly not told 

to investors). [See, e.g .. Seclion A( l) nbfwcj. 

!hal: 

For cxnmpk, as discussed at length in the Division·::; illitial brid~ the cvidenc<.~ Gontinns 

• Each Re!;pondent knew of SCIC's firwm:ial dependence on r~;H)nuc:-; derived from 

SIB, including most prominently tees O·om ~nks ol' SIB CD:;; ["S~:t:. ,~.g .. Tr. 334): l X ..... . 
~ ., :).(" l k ., ... c; p7 I (>"I .. '),.)/ ): c .. ~.).) •• : -,)_ ~ 

• Ea<::.ll Respondent was nwnre or common ownership '.lfSlB, SGC, and all other 

Stanli:ml-rl'latcd ~~ntitics by Allen Stanfnrd l"!'r. 3.14:~:20 :n43: II: 

• FudJ Rc..:spondcnt knew thnt SIB o!Tcrt~d and sold, through oJ!ly S(:TC, only one 

product in th(: U.S.····· a propri<.:l.ar)' pr<1duct issued hy an n!Tili:11t:d orfshnrc hnnk in 

Antigun JTr. :n~n:2-91; 

(> Young's O\Nl1 arguments npt!y illustmtc this p<.lint. r'oung relics till p,uldanl'.(.: l.'r·orn th~~ 
Commissinn·s v:.rcbsit(; rdrtt(:d to common warning signs <.lf Pt.\nzi sc.henlc..'S, pn:sumahly to 
sugg~:st he had no 1-c~tson to suspet.:t :1 Pon7.i :>dwmc. (.'onrrary tn \ .. oun~-;•,"s simplilicntion, th!..: 
\.ve!l-knO\vn indicia of fraud schcrnc..:s noted on the Cnmmis~ion·~ website <llld pointed oul by 
'loung in his brid"only highli,t:,h! 'y'ottng"s E1ilun.: to cllgagc in even the rnosr basic inquiry in this 
case and conf·!nn::; tbl·· cgn:giousness of his miscomhK!. For l:xarnpk. it is \Vd 1-known (as not(.~d 
on t!J<.: Commission· s \:vchsitc) thnt claimed high and (>vc:rly cunshtc.:nt inv<.:stmcnl returns 
\Vithout <lny signifi(:unt ri:-;k, achieved by s~:crdivc and alkgt.~dly :;ophisticakd trading strntegics, 
are rn~quently signs ofii·aud. Yet, that's exactly til(: situ<1tion Y<>tmg and the other Respondents 
l[!Ced. IDiv. Ex, I 04. Pg. 2(l or 3~N r·sm h~IS su<:ct:ssht!ly nln!Higed risks to the bend!! of its 
dqJu~ilors and itsdf !hr over twenry ycnr . .;;'-); ()reen !··:x. D(,, Pg:;. l K and.?..?. of4K (dassilyiug 
SrB CD as having low~to-m<"Kicratc. crc..:di! risk.. 1<.1\V liquidity risk. no volatility, and high incom~~); 
Tr. :~(17:4-<>; :nx(>:J-X (Y(lung admits that SIB's portfolio returns w~~rc nruch more consistent 
than k;ading stod~ indices; fl·om 1 99f)-2007, Sli.Vs rdums ranged lf·om 11. n<.l.l1 tu 1·1.7W.h), whik 
[){)w Jones \vas cxtrcmdy volatile ( -1 ().76 1 ~';) to 25.221

\,)); Tr. J2l4 :7--20, 3 12 J: 1-'! (Young 
fC:slilil:d !hat /·\ntiguan :)~;C,:t'~CJ lit\\!!'; wen.:: given as rca~OI1 \J.'hy nobody l!! SCi(. could <ICCC!"S 

SIB's porttiJlio)]. Nevertheless, 'y'oung. Bogm and Grl:cn. km)wing thesl:.' vc.:ry t~Kts, blindly 
acccpt<:d SIB and i\lk11 Stanfhnr::; assUI'illlt~~:\ and rcptc~entations l(lr years. even nfkr learning 
spc<.:J !k (ll;trming t:JCtS. ()the!' f~·lclors COI1ll11(\!1 tl\ ti·nud SdiCinCS ··· [ike afwve-market fin;mcia! 
inc0ntivcs provided 10 <,'.ncountgc liwmcial advisers to recommL.~nd th:.1t dic:nt.~ rol!-ovcr their CD 
invcstrn<.~nts ····· w<.:n; also present. 
In rh<' A.fafl<·r u/BogaJ', Ynu11g uml (;,·ren () 

!.>ivision of l··:nft)I'G\'\ll\~Jl(~; Po~l··l·karing R<.:spnns,~ llri<::f 
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• J-:ad1 Rcspomknt undo::!'.'il\>od .SIH was unlike~~ lr<tditiona! t:omnH~t\;ial U.S. hank ('fr. 
3343: I 0 ···· 3Yl4:.:q: 

• Each R~·spondcnl undcr~t·nnd til(~ S lB CD port t~.1lio t:xhibi ted charac.t~;risl !~:::; o 1· a 

h(:dgc rund ITr. 3J.:J4:7 3::vJ:;:')j: 

• Encll Resp(1lKknl understood (or cou!d have easily kanH.:d) there were widcspr(:nd 

allegatipn::; nl': (i) cnrrupl.ion in Antigua and in ilK: ;\ntigu:m gtwt~rnrn"~nt. (ii) Allen 

Srani<.m.l exerted undu<: inf.lw .. :mx~ in Antil:!Ua, and (iii) Allen StnnfimJ made 
. . I' t I ! I "' . 1· <. l' "., ., .., ., ''> ') " "7 c: Slgnl IL:a11 OHJ\S to 1C 1 \11tt['.U\I!'I gpv~TrllllC!IL .')t;t;, t.~.g.. f, .Lu):..:....:. .... 1.\.l ;,.J, 

:n:n::2o ... :u:-;():25. ·'·''10: 1 J _rq r: 1 C> • . ns2:! o~ t 7. :·;609: u- .361 o: 1, 3659:1 s 

3661:3, Yi61 :24 ···· )662:7; Div. I:xs. 6%, 6l>R. '700. 70SJ~ 

• H<lch Rcsponucnt knew th;lt neither he nor SGC lwd ~tct:e~s to SIB's investment 

portf~)lio lo Vt.~rify: 
... ,. J 1''1' ~~"·'1 l- , .. 1 n .">liT. assets r. .)).,,,c: )- (} ; 

n HistoricaiJK~I·Ii.mnancc returns jTr. J.:no:J3 :rn J:! :'i 1: and 
o I Jct!dings, composition, a[Jncnli(His, divcrsiflc~llion and. thercf()f(\ liquidity 

I'!. ~ ~ ., J 1 (' [ <) , ~ , ') ·') () ) .::; J r ... u_~ : 1- . : .).).,_:_:. --··· ; 

• Each !{cspondt.:nt knc\.v clients and finnnci:-d ndvis ... :rs asked to revk\v SJB's 

invc~tmcnt pon !(di<.l !Tr. 333~1 :R-1 'f); 

• Each !'kspondent knt::\v he could nnt verify ;Ill (ll'thc outside rnoncy nHmajp.:~rs 

i nv(:S1 i ng S l B' s port !'olio ! Tr, .\ .\:\3: 13- I K • . t1 .')4: S-7, 'l4()(1 ;(} .. 2! l; 

• Ench Rcspondt.~nt was :n .. :are or concerns among SCrC: fln<mci;·d :tdvbers and 

managing dir(:l:lors :thout SIB's ~malL unknown auditor, ( .'.A.S. I k1.vldt I'T'r. :LiX2: 14 

• l~ach Re~pondcnt knnv or was rt:'ckkss in not rca!i1.ing that SIB's Lso:trd or Directors. 

which included Alkn Stan!(,nL his !i.tther, his college roommate (.Jim Davis). <Hld one 

of his fnl!wr's !'riends (0. 'r'. Goswick) .. was not an indepc11dcnt hoard nf' dircdors 

!''f ·~~[)C),.,(.) . .,., '-~·4 I ., ·:;·~()() ')'' 1'( 1 ~ I)' [ - J 1'1 . r .• ~-'> ... :_ -_.), .>.'><'>.: !-.'· .. .1 :.c.'-. <'1 J, : •. ; . IV, ·;;., :::0 . .1; 

• Each RL:sponden1 knew Owt Pcrs!Iinp,, S(;("s <.:karin.~~ broker, became uneomfr,rtnbk 
with SIB, unstJc~:.cssfulty attempted to conl1nn the cxistcncc o!'S!Ws assc::t.s l(lr mote 

tlwn l:::; months. and ultimately ccnsed processing wir(~ transli:~rs frorr1 Pershing; 

accounh (u SIB jTr. 91 1):23 923:17, ')].:):21 - (J2(,: U, ()4]: I 9:1.2:6.957:9 

In rll<' A!trtr,•r r!/Bugor. Yr;t/11.1! t./1/d (i!'e,··n 
Di visioo nf I :nli.1rccment -.., l'o-;r .. !·h:<trin~ I~L~SP<HlSL: Brief 
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• 

• 

9<)0:1·1. !OOS:!7 100(l;5. )007:!·-ll, lOOX:I5.,22. 101f):24-- 1017:5: Div. Exs. 2X4, 

3 76. 3 77' .:J<l:\ ··~ K.\ I: 

'lnung knew thai Snyder Ke:trncy. I .I .P." law linn ~ngagcd by S(;C to condu(:{ third
party dtlC' diligetll'C of'l\\'0 proprit:Uiry private ftmd u!'((.Tings bein.~ rnanagcd by 

aft! lint(· Stan1<1rd ( 'apit;d M<Hwgement ("SCM''), raised signifinml qucslion!:> nbout 

SIB and Slfrs i11vcstment pnrti(Jlio and ultimately ~~~!'minatcd its cngng~:rw ... :nl vvilll 

S(iC ITr. .1569:!9 · .3570:2. J:?4X J2(l~~, l2(i::\ ···1271, U?.;J:h-19, 1?.9~:14<~1: Div. 

r-:x. 50<lJ :. 

E;tch l~csp(.H1dcnt knew that CPA", un:d'Jiliatcd with Stanf(m.l, l(n· a1' !east two clients 

rais(~d serious conc:~..,rns, induding the risk oL1 Ponzi ~chcrne. about the legitimacy or· 
S!B and il.~ underlying invt:stJncnt portll>lio IDiv. !::xs. 7 J, 653, and 6(,7; ·rr. ~449: I o 
· 3450: I ~t. 34.'1:~:2-1 (l, .~45B:21 ···· .14(-,0:24. 34(l t :5-24. ~~4()4: I 5- )464:! 4j. 

• Bog;H' nnd \'(lung knew th<lt SOC's Merchant Bnnking group managed lwndr~~ds of 

millions nfdnllars (J[. private equity invc~rnwnts J(Jr SIB a fact in direct C(ln!lict to 

the r~..~pr~.::~:c:nf.aliml in the Brochure thut ''It jlH.: B:mk 's as.')et::; ar~: inv~=-~red in a wdl
div(~rsili~..:d portt(l!t(l ,)fhighly market:1hk• securities issued by stahlc governments, 

strong mull iuational comp;1ni~~s and major international banks."' I Di v. Ex. 607, f'g. 5 

or 171: 

• Each Rcspund~rtl knc\N or could have easify rcnliz(~d thnt. in ~pit~: or purpor!cdly strict 

i\ntigu<Hl .'\(~(:recy law:-: that pr~..~v~:nh::d ;myon<:. other than SlH from verifying SIWs 
inv<:.Stlilt.::r\1 portJ(lj io. a group in ivkmp!Jis, Tctllll'SSLT kd by Laura p,~JHkrgc~st-1 roll 

( wt ewpluy~c of Stan tl1rd Fi nnn(:ial C iroup ( 'n.) <H1d i nd uding St.:YlTi:tl SGC-rcgistcn:d 

analysts w~_~r·l: hdd out as mana.~:.ing the outside money mnnt~gl':rs \.Vith aec8SS to t!K: 

entire port !()iio. ! Tr. )491: I. J · 3·:192: L 3494:14 ·· ;H9X:25. 3500:J·13, ::;503: I 9-23; 
Div. J·:x~;. 7:?0 nnd 72() 1. 

• !·:.=1~h Rcspomkn! knew. nr <H kasl w~t.s rcddcss in not knowing. thnl SGC FAs 

rC:Cl:i vcd outsi/.cd compensation !(n· sd l in,0; SIB Cf)s. [Tr .. 1549: ! 0-1 ~, 3)) I :7-! :'i: 

Div. Ex. ·U:'.. Pg. 7 ot'47!. 

• Each l~cspnndcot knc\.v SIB's invc$1tlu.:nt portJ()]io postt:d overly consistent returns. 

tkspHc varying market conditions and wildly vnhlik pert(~r·m<'llli:C by kading stock 

indict:..s. l.'t'oung E.xs. ~10 and 41; Tr. 32ol.J:J .. ,~ 1. From l <)()~to :2007. Sl!fs l)Ort!(llio 

rcturr1s r;m_!;t~d lf·nm 11.72°'i' t.o I4.71) 0
·;.: conversely, the Dow J(JilCS ranged frorn 

l ' t. 11·· ,.,(. 01 I I ·t 7oo·· [II J I ~.Y,~IlVl~ )./ ) ... o 0 '. <1 /n. ( .. , 

In t!J,.· Motta o(liognr, l .. nlll!,'.!. ond (;n·en 
Divi~;inn of l'.nf(ll'l.;<.~rrtt•ni'~; l'o~;f I'J('~ll'illf! !·k~;pon~;L' Brief 



04/18/2013 18:47 FAX 8178784827 141018/058 

• i\t leas! l(lur rcgul;Jt(lrs {the SI~C. Fl NRt\. Stale uf 1.-'l<.>rida OFR. <llld State o!' 

Loui~hllla 01-'1) emerged, all asking th~..~ sam~ question: \vhat's in the portti_~!io'.' jTr . 

' . ·t .... " ' .. ). .. ·'~· ( ~'· .L.... ~ . , 'i 0.:.1 · ) ) '1 0 - · I I .. , "i (') R · ~ -1 ·1 1 

l.nd~L~<L as disnJs::->cd in rhc Division's initi;il hricL the Rc::;pondents olkn tol.lk direct 

nclion to rnakc sure such thcts \Ncrc not disdoscd to other SGC employt"c:s or investor~. 1 Sec, 

e.g., Division 13r. at (JO, discussing the l{espomknts' inaccurate cover story lc1 cxpl(lin Pershing'~~ 

dcclsi()fl to CC<lSC: wiring any rund.-:: n~Lll!..~d to th<.: SIH CDJ. 

ln shorL th~..~ al!cgali{llls in 111is case are nothing like the original alkgations in the ('ohmad 

cnsc and any em1rl IP rely on that Coun·s :m;1lysis in that "-~as<J have no p!nce here. In 1;1ct (lrccn 

while !lH..:usiug oo the C\IUrl's disposition ofth<.; origirw! Colmwd Complaint Etib to mention that the 

Curnmission suhs~:quently tiled ~111 ;\m<mded Compbini in tha1 case. The /\lrH.:Ildl~d C•.HHp!:li111 

of tile Ddc:ndants com:vJltcd lo 1 O(h) and/or l7(a) lhn1d _judgntclll::i. [Sl:e Case No. (Ji)-('! V ·9lKO-, r ,I ,S. 

Dkt. li:::. 3Ci,.}9, l This merely con11l'm~ (lrec:n's argumc.;·nt should h<: rejeded. 

B. The l{(~spmldcnts' rdianct• un Ute "l>isclosm·(! Statement,'' whith Hself \Vas misleading. 
fails. 

Statcnlt.:nt'" prnvidt~d 1(1 investors ad~.::quatdy inf(;rrncd invest(m;; of~!ll material hcts. 7 This 

argument· fai Is for several imkp~ncknt reasons. In fact, as discussed he! ow, the ··disclosures" lo 

\vhich Respomknts cling m-e themselves actionable. 

Notnb!y. Bog11r. pcl'hnps rec(lg:ni/.ing lh:ll the Disclosun: Statement !~Ills n1r short of 
justif~:!ng nny repn:~:cntations (or omissions) made 1o investors. docs not mnke rhis argument. 
But of course. irhc did, it \Vou!d fltil f{Jr the S<·lJXIt~ r< .. 'HS\li1S. 

In the M{//f('r (I( Nogar. Vnung and (ir<'<'ll I) 

Div1ston of J·:nl(m:.t·nwn!'s l\><>(-llcarin"~ RL·;-;pons..: Bri<.'.l' 
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Jll:nwg~:rs] \vi!! continue to yidd profitabk results:· [Sec. e.g. (in::en l!litia! Briel' at 23]. But this is 

cxacti.Y the type ofg(:ncric risk disclosures lhnt courts roUtinely r~icct when ddi.:ndants hy to hide 

behind 11K~rn. For cx;1mp!c, in E1·ercsr ,)'ccurir.ics. Inc. 1·. SEC'. 116 F.3d ILl:\ 1 ))7 (81h Cir. 19<)7}, 

:1n nfk:ring m.:morandum cnut ioncd that the shares nff(:rt:d \.Vcr~ "'highly .speculatl\:(\ inv<)lvc (l high 

dt~J....'TCc of risk aud lll<JY not he appropri(tlc. li.H· investors who cnnnot an<m! to Jose their cntin: 

among which \.vas the warning thut 'ltJherc can be rw assurance that lthc opcmtnr:-;! \Viii b~: able to 

npl~r;J{C pt'l'>litahty in the ruture.'" Despite such disdosurl:s ... thL~ v~.:ry typ<.: ()f g,enc:ri(: ~tatcnli..~Jlts 

p!'cscnt here -- tlw Ei.l!:ht.h Cir(:uit upheld the Commission's artlnn<tiJel~ ol'an N:'\SD decision 

~:ondudin~2. tlwt the ddendnnts had distributed ofkring mukri;·ds thnt, arnong tither things. 

misrcpres~..:ntcd llll~ l"immc..:ial condition nfthc investment. /d. <tt 1239-40. 

The result in H1•etesl .)'<'cl!rilies reHeets the \VdJ .. settlcd ruk that sccuritks profl:ssionals 

have a dlH)' to stale risk accurntdy and compldt::ly. /)odona II./.(·,., (io/d11W17 ... 'i(fchs ,~.:.Co., )<;47 

l:. Supp. 2d. 624. No. 10 C'iv. ?4<)7, 2012 \VL 935815, at* J(i-7 (S.D.N.1'. Mm. 21, 2012) (dtiug 

l'tlnther Parmc··rs, Inc. v. !kcmos Comnw 'ns, Inc .. )3X F. Supp. 2d 662, 66fJ (S.D.N.'l. 200::<) 

("[R]isk discfosnrcs must accurat~::ly dwr~K~leri/.c the scnfW Dnd specificity of the risk. :ts 

understood ill the lime the ~tatenJCnls are J11(J(k")). Consequently, g(:ocric I'i:->k disclosures arc 

in<Hkquate to shield defendants frorn liability f<H· failing to disclos~..~ known :-;;pccltic risks. h1 rc 

.·1m. /m'l Urp., Inc.. 200):: .\'c:c:. l.itig. 741 F. Supp, 2<1 51 I. 5:n (:-;.D.N.\'. '.2010): In rc R<'gcmTon 

1-'lwrm .. Inc. ,'J'e('. U!i:< .. No. CH Civ. :q I l, 2005 \VL :22:'i28:-;, at 'Y J :-\ (S.U.N. Y. h.::b. l. 2005). 

111 rht< Marter o(Hogar. Yu1111,t~ and (;!'een /(I 

Divi;;ion t>f r·:nf'c.m:~:nJC..!l1!' ~; 1\>.<:( .. fl<:ari ng RL'Sf'tl liN! ( lri(.' r 
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St~ilemenl cannot "cure'' the ~.~xplicit promises <.\L:~n!(:ty ~md liquidity set out in the mnrh:ting 

bn.H:hure that SCiC and the Rt~spondents provickd to inv,~stors. This is especi~1lly true hccnus(~ 

the Disclosure Stat(:rncnt lhils Jo dist_:krsc the most salient risk oLtll: the nlct thnt SGC (the 

t:·xdusivc U.S. hroker-dea!c:r for the SIH CD) had no tOHl.':ipan:ncy into llw Sll3 CD potifolin or 

SIB's invt..:stment activitit:s. Tht~ additional risk~. detnikd iu tile l)ivision's ini!ial brief~md 

outlined ~~hove, that 1\(:sporHknts knnv hut hid from inv¢stors. only CX<H.:erbak~s this prnhfem. 

For ex;1mple .. in Credit ,)'lliss<' !·'irs/ Huston Corp. ,._ ARM l'in(ntcial (il'O({[J, Inc .. the 

plaintiiTinvestors alleged that the dt..:fcndnnl issw.:r t~dkd to disclos<.: that the sh011-term funding 

confrad~:~ upon which it relied could he r·c~kt::nH.:d on n:-; little as seven-days' twti~:t:. (;f'<:(lling a 

lremcnrlous liquidity risk that ultimately mawriali;:cd, kading the issuer to suffer lnrgc !ossr..:s and 

a COITesponding collnpse or its :*IL~k price. ,)'cc C'ilS~~ No. 99 ('iv. l2046, 200 l WL :>007.33. (If' 

'1'1-2 (S.D.N.'{. Mar.lS, 2001 ). Tile: dd(:ndrm! sought shdtcr inlht..~ di:-><.:losurL'· in its Forn-.1 10-K 

that the funding contract::.: "are designed and have histol'icrdly b(:en hdd by ~_;uslonH.:r.s as long 

k:rnl cash investments. even l.hm.IF)l under most contrncts customers h:IV(~ the option to liquidnk~ 

their holding>; with \vritten twtice nl'thirty d(ty::; or less." Jd. at 'H>. 'The Court rightly held that 

this disclosure was inadequate: 

[W]arning.s of specific risks !ike those in t!K ARiVl J>rospeclus do not shdt(~r 
ddi.:mhmts from liability if they Ltilto di::;clos~.~ h~1rd facts critical to :Jppr~~cl;l1ing 
the magnitude n!'!hc risk~ described .... A$ <lptly put by Judge Pollack in the 
con!c:xl of the bl~Spl:aks caution doctrine, disc]()sures of risk provide "nn 
prolCi..'tion to someone who wnrn~; his hiking. t..~~Hnpanion l<:1 walk slowly b~:~.~aust.: 
there might lh: :1 ditch ah~.~ad when hl' knows with rwar <.:~:rtainty th:1t the Grand 
(·~lrlYOll lies (lflC ]{)of. !IW('ly." 

/d. at '!'8. That reasoning npplics with equal f{.ln:c here. TlH:~ ~;enerk ''disclosures'' of risk 

provided tn SG(.~'s clivnh !i-dl 1:1r sl!~.lrl of adequately disclosing the spedfic risks to inwstors. 

In riH' /lfcrllt'f' u/Bo.!:ar, l'ulll'!,!~ 11!1d ( ln;•f'IJ If 
Division r,f fnt(·,r'(:_.m~:nt·,, J.\.l~t·+h:uriB).!. E..:spPilst.~ !lnd' 
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Such spccillc risks induded the !:JL'ls thilt S(i(' w::1s U!tabk to oh1.ain- · ~~vc:n ill the fi.lcc of 

insis!~~nl pr'cssurc ti·om its ckaring brokLT ·- in<kp~ndcnt veri !ication or the Sl H CLJ portf(·~tio: 

incn.,asing pressure !"rom multipk U.S. rcgulaton; rd;lh~d to the SIB CD: the scope nf SG(":,; 

llnnncial dependenet.' ()11 SIB: ~md increasing ennc•~nJs fi·tlm both its own financin! :"H:!viscrs nnd 

outside p:1rtics ahoill the viability and vemcity oflh(: Sl8 CD mode!. These t:1\:lors ccrtainl:y 

<.k~monstrate that the gtJH.:ri~..: sl<ltl:merHs in th~: Disclosure Statement cannot cure the specific 

assurances of safety and I iquidity (:ontnincd in the markt~ting brochure and. indeed. the 

Disclosure Do<:umcnt itsel L which toukd lh;·tt S1B's investment method<) logy ""is to minimize 

risk and ac;hicve liquidity:· !St~l:::. (:.g .. )'oung Exhibit 7K at Bh'{ 732.!. 

rdat<:d to srrrs insur:ltlCC should he n.:_iccted. E:tch claims that the disclosur" Sl;ll(·mcnl makes it 

clear that there was no deposit insumnec. ! Sec 'r'nung Br. at 7--'1) nnd CJrct..:n Br. <ll 23--2-fj. This 

argument is wrong on both the frrcts nnd the law. 

FaeiU<·llly. 1llc Disdosun: Statement suggested only that the SIB CD did not poss~:<:>s 

lo cover deposits. ( 'nmpnunding the proolcrn, the I )isclosur(: Stat(~mcnt actually suggested the 

depu::;il::> w~~-n.: covcn.:d or protected by some type: ofprivnte insun·mee coverage hy listing <tlitany 

ofpolicics SIB <Jikg~~dly r\l<lintuinl:d (none of which. as Respondents ndmil 1[\~:y knew. C()vcrcd 

deposits). This ins1Jr<-UJCC was rderrcd f(\ in the SIB brochure: :-md in th(: trninin~;!matcrials as a 

··comprehensive insur:1ncc program.-' 

The Dis<.:losure StntGn1Gllt provided tlwt: 

S!Bt:~; products are no1 subject fO the rqwrting IU!Uircmcn!s ()!' 
;my jurisdiction, 1101- nrc I hey cnvercd by the investor protection or 
sceuritics insur:111<:e l<n:vs of any jurisdicti(ln such u~~ !SIPCI nr the 
hllnding n.~quin.:tm:uts thereunder. The Cf> dt:~posits and the CD 

in rlu' A-1111/t'r o/Hogur . .l'ullll.l{ (/1/rl (;n:, Tl 

I )ivlsion of LnJ(,n·cnwnf~; l'n!.'t-1. knr.iug l\l·~;puw;..: Brid 
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,~~..~rt iJ.i cates are nN insured hy 1 he ! F D [(' J or an,y oth~.:.•r :Jg~~ncy (' r 

!he l initt.~d Slalt:!> government or any st:tlc jurisdil:.tiuu. or hy any 

insurnncc: program of the..:: gclvcmment of Antigua and Harhwl<·! 

IYoun.~ Ex. 7X ar HE'r' 7 I); Young l.~x. 79 a( the 2"d pagcJ. 

!n :.mother section. h(twever, it re-assured investors that: 

The insur~wc<: coverage held by SIRL indt.llk~s Prop<..:rty and 

Cnsunlty. Expmtcr·s Package. Vehicle, Worker's Compc-ns;:tti<.lll 

and '!'raveL Firk:l i ty ~.:overages iududc Bankers· B l:1rd.;.(;t Rond. 

Direchlr::;' and Of!icers· l.i(lbility. and Errors mtd Omissions 
l.iahility coverages. \V<..~ also nwintain lkp0si10ry lHsolv~.mcy 

iosuwncc. We maint~ti!l excess FDIC and Depnsilory lnsolvcnc:; 
insurance:. currently in the amount of \...lS$20 tnilli<"lll, l(lr ~:.~ach nr· 
our rnajor l J .S. and !(1reign 00t't'l..~.<:>pondenl banks. The lalkr· 

insur:mcc protects us ngninsl lhc pn::;~ibk insolv~.;ncy of specified 
financial institutions where W(: mny place our (l\Vf1 n.mds. This 

insur:tilCC does nor in::>Url: customer deposits <md is nn! the 

cquiv:dent nfth(: FDJC insunmct.~ <)ffc!'(:d on deposits at m;lll}' 

institutions in t.h(; Unikd Slates. 

TIWSl: stutcmcnts, of c.nursc. must be read in con.iunction with the explicit assur;1ncc 

cont:tin~:d in tllc hrochun: .. which ~111 of the l~cspondcnts adrnit was pro\'i(kd to investors. that 

the inf(mnation provided lo S<.7C Jlnandal <ldvis1..:rs dming their tr:1ining.s As Cit-cc11 km:w. he 

insrructcd SGC's lln<Htcial advisers that there wns n .. banhTs· blankd bond" policy that 

bond·· pnllcy .h repeated in the Disclosure Statement. But ni.•WlH..:rc is it rnade clear th:.n this 

141020/058 

policy prnvidcd 1111 depositor sCr..:Lnity at all. lnsknd, tllc disclosure slaklllcr.lt i~; (..:arcfullo limit 

< ;recn argtJl:s !hal statements in written documents ov~;rritk: ond misstall'ments to 

inwstors. !'Green nr. ~1t 54-56~ 5~)- He eonVGr\kntly ignores, hc•weve!', thnt the writk:n materials 
fllemsclvc::;. including both the brochun.~ ;md (:vcn the lJisdosurc Stntenwnt. C<:>ntain !~dse or 
tnbleading statements th;n undcreuf this atlc..~mpt to evade his ora! misrcprcscntntion~. 
/JT/Itc Afalfc:l' o/ 8og<"rr. )'nrmg ond (;",·,·ot 

l">i\%1on ur bll(m·~·mcnl··.; l'n>~!-l karin~~. i{o:pnn:>i: Hrid. 
f 

.. 
_l 



04/18/2013 18:47 FAX 8178784827 14! 021/058 

at :2 1>7:3<~<JX:7. di::;cussing tht: plai.n rcaJing ot"llK·sc provisionsJ. 

ln short. while arguably ("<Wtioning !hat cxcr:ss FDIC nnd depository ills\)lvcncy insurance: 

did no! protect deposits. the disclosure says no!'hin.~ to dill'i f"y t!wt '~ontr:1ry tn the assurrmccs 

n.:m:1ining pn!idc::; providr..:d no depositor security. ;\lthnugll Kcspondc:nls L~nntinuc to try to!'<:" 

write the Division's ~t!kgations. thi.s cas<: is not ahout whe.ther the Rcspondcnls rnisl'(:pn .. :scn!cd 

that deposits wen.~ covered by EPJ.(~ insurance.') 

lnc!c~<~<:l. ns is nwde. dcm by the guid;uH.:c provided by the Training <lnd rvlnrkcting 

:Vhtnual. juxtaposing the absence of ['.(lV(Til!lll:nl-:·q)o!Jsor< ... :d insurance whik touting the 

"cnmprchc:nsivc insurance program'' maint<lincd by the Bank merely made it certnin that at kasl 

$()!!)(;investors would he ldl with the dear (but unnlrlunately <md <ldmittedly hdsc) imprc::;sion 

that. the hank's privntc insurance policies pr<.i\'ttkd ~uriicicnt "dcpo~itor security .. that is even 

''! While !1(11 dirc~lly ill issue in this particular case, given tlw intt~ntionally confusing 
rnanncr' thal SID's im;urance coverage \V<IS discussed hy S(TC personnel .. including thl.' 
Respondents, und giv(:ll the cmphasi:.; and in~.::entives ~~Xlt:ndt:d to f-'/\s to sell tht: CD. it is hardly 
surprising that individual FAs would go (.:vcn rurther and <lra!ly assure clients that gov(:rnrncnt" 
sponsored in::>urancc programs like SIPC nnd FDIC coVlTcd th1..: cliL:nts' invL:stmcnts in the SU3 
('!), This risk was (lnly cxacerhutcd by the l\~[.W<Hcd nnd promim:nt rdi.::rcnecs 1<) SIB and SCiC 
bciJ1g part ofth~ Stmford Finnncinl (iroup. "an lntt:rn<llinnnl n~~twuf'k or <:tflili<·!lcd companies 
employing more than 3,000 pr(ll~~ssitllJ;!ls ill 12 COUlllries." rniv. Lx. 7·:12, Pg:. 5 of21J. The 
recurring ~.:.onn~.:ction hclwct:n SIB ~nd SGC induding plncillg their rl:llll(:s on top o!'cach other 
on the back page of the Brochure ("'SIHnl{lrd lnlcrnatiollal Bank ! .td .. A m~.:mi.H:r oi'tllc Stani(m.l 
Fin:1neinl Cir·oup. St:mford Group (\,mp;my tvk·mb~:r riNRA :mJ a member of the Stanford 
Financial (!roup.'"). only increased the risk ~··f I i.S. im.-(:stor~ bdil:ving tlwt thl: SIB Cl) was 
covered hy SJ!'(: nr the FDIC. !.Div. Ex. 607. at Pg. J :"and 17 of l71. In hH;.t, Jnmcs Fnntcnor 
itdl!lils that he discuss<::d with c:indy Dorc the possibilily that SlP(: might ofkr SOtnl~ prol<.~dion. 
[Tr. nt 2750: ll-27.'l I: 1 1 Thi~ ri::;k only makL:s the misleading assurances at issue in this c;1st.~ 

In !he J!alh:r r!iBo_!:llr, l'rmng mu/ (;reel/ 
!)ivisiOI) oi' EHti.lrcr..:m~.~nt':; P(lSt-Jkarin).'. lkspon-;e 1\rH:J 
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/\s became ck:·II' dttriug the testimony of hoth 'r' oung ;md Gre~..:n, it is heynnd dbput1..~ t!tut 

:)(iC: tinnncinl advisers and irw~..~stors were conli.tsed about whether SIH possc::;scd insurancl:: 

proteeting CD (kpnsitors. F\lr exampk, YuunJ,..! m!rnin<.:d that tin~mcial advisers he fr;lincd 

emai led him qu(:stions related to i nsunHll~<.~. I'T'r. 343 7:25 ...... 3-·U 8: ,i J. This is t\Jrtlwr confirmed 

by documentary evidenc(:. lPiv. Exs. :;(),"-:. 44X .. 'iS I, SS2. (16!, 43B: see gencra/lr 'rr. 34.16 

3444!. final!y, as Gr~<.:n admitted, Michael Koch, 'lnung's hand-picked. right-hand n1;tn in 

SOC's cr1n1plinncl: dcparttm~nt, advis1.:d Ciret:n that lirwncial advisers 'vvere confiJS(:d nbout the 

insttr·anec: so much sn tlwt SO!l!C wen.: talking about '"the CD being insurcd."' 10 rrr. 3?97: I 0-1 ')I. 

Defying this warning., Green dismissed it nut of h<·Hld and rd·uscd (o stop using the misleading 

slid<.~. [Id.]. ;\nd Younp. did nothint~ tn cnrrc:(:t him. 11 

'T'h~: bottoJ!l I inc is that. i r t.ht: Rc:~spnndt.:~rHs had \'v'[tnted to make sure Investors W(:t'(: not 

~onfi.1scd by rcf(:r(:nccs to insur;mc.c poli1.~i~:s, t!JL:y could have simply omitted ~:uch rdcrenccs. 

The only reasonable infc:rc:n(;C: to dnnv !'rom the ~..~vidence is that th~: R~~~pondc.::nts knnv insurance. 

was an issu<.~ l~H· any product !:Jbeled with the iconic tcr!ll ·'ccrtilicntc or dcpnsil". and they 111.x~ded 

soml: type of statement related to insuranc(: to (:om l(>rt invcstprs who raised the issue. 

It dclics bc!ict'!lwt Y<.'IUn).! did nc\l knmv abnut tltis concern: i(hc didn't. he was <:ertainly .. . lO 

::>\~v~;.~rcly reckless p.ivcn the \varnings provided hy his own coJJ!plrancc dcpartlncn!. 

ll Neither Young. nor ()rctn can minimil'.c this cp.rcgious cnnduct hy ll(lling tlwt 'r'<.nmg's 
trnining prcsc:nt<'ttion ~.~ontaincd a 1om: btllkt·puint 011 a single slide al the back e:nd of a lengthy 
PowcrPoint pr1.~scntation (Div. E.x. ! 0·'!, Pg. (>3 nf 243) thnt stnks ··Not Insured." This isolated 
phrase is wholly insufficient, as :'1 !ll;'tltcr o!' law. to ovcrcmnc !he misleading ~Ulterm;.nts 
contaimxl in th<.: Brochure, the remaining tt'<'linlng rnatLa·iab, ~Hld t:v<.:n in the so·-called Disclosure 
Staterncnt i!sclt: ,)"ee In rc Rcgcncron !'harm .. Inc /·)<•,:. !.it/g., No. (J:J Civ. J!! I, 2005 WI. 
2:?.5288, nt >t<jg (S.D.N.'{. Feb. I. 2005) (stHling that gcl!cric risk disdosurcs are inadequate 1<.1 

shidd d(:f(:ndanls from liability f(lr l~rillng to disclos~~ known specific risk~'!: In rc N.egcneron 
P!wnn .. ">'<·(~. Litig .. 1')<)5 WL ~!::u.;:nh. *4 (S.D.N.'\', M;·lrch JO . .1995) (articulating that alkgcd 
disdnsurcs madt~ int~~rnnlly, nut avaibbk to im·e~;tors. are insullicien1). 

/Jtthc ;\.la/11.'1' r.{Bo.:~m·. l'ntmg Ulli! (lrven 15 
Divi.<;ion of tol.'w<.:l'llll'lll ·~; PPsl·· r kmin~·. R(!SfH HlSi' !\rid'· 
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C. Ht:spondcnrs caunol escape Ji:~bility because, as lhcy· alk~(\ «hey "'n.•asm•ahly !'died'' 
on orhcn;, 

i\ll three Respondents claim !hal they cantwt he !ldd >lc~.~(llmtabk f(>r their fi·nudulcnl 

:1rgwru::nt takt.:s scvt:ril! !i1rms: ( l) -~•·~<.:h Respondent argue~. or :1t least nppcms to suggest, tlwl he 

re:.lsonnhly rdi<..~d on the actions nfinsidc andinr (l\lbidc counsel: (2) Grc(:n, and pcrlwps Bogar and 

'{oung. relies he;rvil;,: on tl1l~ ~~~c.t tll,il Stanf(mi smrountkd himsdf \Vith ''impressive'' individuals 

and certain "reputable"' lirm::;: aod (3) Bogar in particular (but also [(l :;on.w CXl(:Jil Green) rdks 

heavily on th~~ <lctivifics ofSCiC's deming hrokcr, Pershing. 1 ~ 

Young ~1bo $U_!.!.J.:!Csts he relied on actions or Antigua's r0gulatory authority. the FSRC. 
First. it is \Yell estahlishc:d tll:tl a sccuritk::; prul"t..:ssion~lJ cannot :-:hift his oh!ignli(l!lS to regulators. 
Sec. e.g .. <;. K .. \"c:otr<\: Co .. 51 S.E.C~. 9<i!.%6n.-?J 1/99·/), aftd, 5r> F .. 'd I.S;t (D.C. Cir. I'J95j; 
accord, c.,t~ .. IVi/li(IIJI A' ( "antrdl. 5.! S.E.C.l.122. l.U6 n.l4 ( !997); Fmrrk / .. /'ol111nho .. ~.: S.F.C. 
,~()7, 4n n.hO. ( !91):\i; J."uriah/e !m•c.,·rnJcnr COijJ,, 4() S.F.C. 1.1:12, /)54 rdi ( 19"/S). BuLin any 
event, Ynurr~:~·::; m~~uml:nt hinges nn a D1xemher :::oox meeting with Leroy Kin.1.1; m .. ~.Ln.:s.nrn~:(~ in 
Antigun !"Young Br. at 6J. lia.'>l:d on the wdJ,known, longstanding corruption tdkgntions ahnul 
the /\ntigu;ul government ;tnd !he witkspread a!lcgalions thut Stanford had kl<rncd signilicmt 
sums of mnney t<.l the ;\ntiguan g.ovcrnrn(:nt, Young admittl.~d I hat it was rH:cess:..try ro approad1 
his d~1dings with lh~ 1:SRC \\lith ;1 certain amount of skcpticism. [Tr. Y\()4::?.4 DtJ):XI. Y d, 
!he record is devoid (If' evi<.knc~..~ that ·Young f.::xcrcis(~d any skcpticism in his d(:a!ing.s with King 
or the FSI(C'. ln ti1ct. _ju!'l tht~ npposit(:, i\lkr meeting with King in December ~:oox. Young 
joined with ( ireen and .lon:ttlwn Batarseh in Jnnu:1ry 2009 to vi sir I(), l:?. SGC br~tnch oJ"riee::; (the:: 
""road show") to "reemphasize or redis~.:us~; with th<:~ !tnancia! ~t<..lviscrs what 1 'r'oung's] due 
diligence. process wn'' rq;arding tlw bank product." fTr. 331 X: 19 ·· :n~20:25 !. Cnnl~l!singly. 

Young dnimcd that IIH~ plll'po~e of the road shmv vvns nollo let everyone know that SIB was 
sale, sPtmd. <Hld nn good fnoting. though presumably th:lt's the conclusion he n;nchcd ns n result 
ofhis due diligence: (lrJ SIR ;tnd !h~ SID ('D. ,t\.l.so. the audin nnd ll'<lfls(·.ript l!·tlm lhr::. Rnad.<:>how 
visil to the Dallas ollk•;~ St..~cm to umkrminc \'oung's sc!r-scrving .st(\l.~:rnent. !Div, l~x. 74:->j. 
A!!::lo of nore. '{oung did nor prcs~-.:nt a11y oC th~ cotnplinncc di~dosures dLJring !he road show. 
(f'r. 2.)66:7· I Ol 

fn tlw Morr..··r of /iogar. J"r'lltJ.t~ and (;n:I'IJ I (J 

Divi:.;ion Df Enfnr"C\~!11\'nt's Po:;t lknf."ipg 1\~:spon;-;c Brid. 
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sllt'uld !Jot he ·· under fhe law. fn h1cL thl~ rdcvm11· evi<.km:<.~ on tbcst: i:;.;sucs only more tlrm!)' 

l:stahlisilcs L~a<.:h R<.:spondent's sricntt:•r and finbilit:y. 

I. Nmw of the Respondents could hav(~ '"reasonably r·cfit•d" on the adiviti(•s. if 
any, or any insidt..'l" or outsich~ couns<11 ill ('OUUCtfion \'r·ith the conduct at. issue. 

141024/058 

Lac.h Re~rondcnt :wgu1..~s ht: lacked sdenter bc~:(lUsc he r1..:asonahly rdkd on the \H:tivities of 

~..:crf<lill "rcspcct~d" outside and inside counseL [Sec:, e.g .. Green's Hr. at I X-:w_ '(oung's Br. at 4. 9. 

and I:~: l~ognr's Hr. a! I(>- J 7!. 

a. An t~xamination. of the record. rather· tlwn Respondents' han~ 
<"lsscrHons, n•n•t~ls that Respondents' "n:~wsollabll· rdiance" aq,!ument.s 
an? founcl(~d ou after~ttn.•-fact self-serving statements, not crcdihl(~ 
l'Vidl'OCC. 

i. Bogar 

ilnd t~.xp~~ri<.~IH.:.-.~d in-!wuse legal and compliance p<.-:rsOIHl(:l'" reviewed ;Ill the SlH CD disdosurc 

documents and blessed !lwm, thL~re is no competent evidence in the record of a three-week trial 

to support (mud1 !c:;s prove) liJ<!I assertion. And ~~v~~n if thc:.~r~:~ Wt~rc such <.~vid~,;:nc< . .\ llwre is no 

t;:Vitkncc Bognr himself knew nr wns even told or such kg:d :ldvic\.·. 1·
1 

For example, \vhen asked his ··un(krstnnding of the prnv(:n:me~.: .. nflht..: di.sc!osurc 

documents, Bogar responded: 

Well. l !"ll(:<Hl. like I say, Carlos Lournicl nnd Gr<:.enb~7rg and 
eventually llunton & Williams was the attorney. He set up the 
structure, he set up rhc d<.lCuru-.:ut:; as.fi:tr as J knew. ;\nd I kno\.v 

Hogar alsP SUJ.~.g~3::ib lw cannot b<.: hdd liable b(xausc tht: CD program had been in place 
!"t.H· y~~<lt'::l bd<.n<: h0 hcl~mnc Pn.:.sidcnL lie essentially argu(:s th<II ... <fespit(: hi::; ndrnission that llc 
hnd ~1uthority overS< i( ··s ::;ale of'!h(: SlH CD.s he wns f.Jo>vcr!c:-:!' to dwngc it {or apparently 
rcvi(~W it). This argum\.:nt inaccurately pr~:suppOS¢S thnt Bogat lwd I)(") r(:Sponsihiliti(.·s n.:lntcd to 
SGC's marketing of the STB (J) and took no active steps tn <lid in thnl dli:Jr1. h.1r B<'f;<H tu 
Sll!),ges1 lha1 h() (;(IU!d Sl:I'V(" as the President of sec \Vithout ensuring thllt the firm's ''premier 
product'" was being Iruthfully mnrkc:rcd eonfii'IT\S his l'l~cklcssnL::-:s. 

In rite Marrcr of"JJog.ar, l"niii!J!, ond Cin'L'II 17 
Division of l ·:nfnn.:r:·nwnt' ~; Po~a .. J !caring !\esp<Ht~;,; Hrii;'J' 
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'l'ol:mda had a lot to do witl1 it. 1 would i!llap,int:: on.:e it hl:!<:,:;mw 
you know, once th(; brokers started selling the: prnducr, !'In slfn' 
L~..~1w had a lot to do with it. as w<..:ll." 

141025/058 

fTr. 2h07: 14.<),:1 (emph:tsi!' added) 1- This is ptm,; sp(:cul;Hion. not evidence. Rather than hcing 

told, much less confirming, th<ll nHorncys such as Loumid and 't'olanda Suarc:t. or con'Jplianc(~-

rdafcd p<..:rsons such as Lena Stinson. cn~nt(:d or :tpprovl:d the thll:unJcnts, Bogar simply assurw.:d 

i{. His tcstin!Ony related tl.' t'vl.aurido Alvarado is equally vague and speculative. lTr. 2609: I -

7j. lndc:cd, Bognr admits that he knew only th<tt people such us Suarez "were a\varc .. ofthc 

orrering documents, nnt llwt she had \vritten or approved !ht~tn. i\nd h~~ ccrwinly offers no 

evidence ;1botlt whnt in!(l!·mation any atlt)rncy \V(\S provided, c-vl:ll ifil is asstl!ned (in the absence 

or any ~upp<.H·t.ing <.:vidr..:ncc in the n::cor<l) that such an ;-Jttomcy actunlly drnfkd or <tpprovcd the 

o!Tt~ring documents. In hwt. tlwugh Bogar's brief' ~1sserts that Ms. Suart.'J.: hnd bt:~cn ~\securities 

lnwycr at Gr'Ct11hcrg Traurig, t~u,..>.nr himself simply assumed her sccmitics training. lie had no 

knowledg.e nhout it. 

Bogar'::; ~1ttcmpt to rely on another ;1ttomcy. l{(:bccc:t !!(Imrie, is particulnrly tdli.IIL!. [Sec 

and, you know, really, nil th~-: disclosure docullll~ll!s, !mnk disdosurl: stun: and so !(,rth.'' !Tr. 

2616: 13-1 ;:q, Bog;n··s n .. :diancc on I lamric is ironic, sinct: Hogm ndmittcd tlwlhc was not even 

sure i!'shc was an :Jttorney. I_'Tr. ~2i\52:2-5]. 

Even given cxccs:-;ivdy kading quL:.stions about such a document [Bogar Exhibit 345!, 

Bo.f;!.ar can only spcc.u!ntt: "it look> !i/w Rebecca is Wt)rking on :--:oml: docunwnl. dl:--:dl)sun:. 

stakmcnt." [Tr. 2(> lh: I 9-:?.3 (crnplwsis <t~.kkd)l. The best "\.:vidence·· Bogar can rnuslcr is his 

unsuhst~mtitl!t:.d :1sscrtion in response to <I lending qm:stion. Simibrly, ""lwn asked whL~!rH .. T it 

Iii the :\-faller u/Bo.!~m·. rm111.r~ wul (;·rr·'('n IN 
Di\·i:;ion nf Fnlbn~<.'tnezll·:: Post--1-lcarill.V. R~..·:;potbl~ Brkr 
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wa:-;; his umkr~lmtding tktl Rl..'bccca llamrit:, L~!tW Stinson. R~~p Poppell ~tnd Jam: Bates all 

worh:d on !he disc!o:)ur'~ doc:umcnts. he answered simply: "Yes, l know they did.': [Tr. 261 (>:24 

He al:::o offered nn det'ails as to wh:tl t,Y'PC of review Harnric (or :myone dse, !"(w that 

rnalter) allegedly conducted or the disclosure dncuml~nls. In addit.ion, he t~dh.:d tu idcnli(y 

CX(I(.tly which do\.:Ur\lcnls he was referring to when he snid thnl the l(>tH' per)pk he identified had 

Also, to give serious coHsidcra!ion as to whether Bog11r did indeed rely on th~~ tH.ivk<: of 

;m attorn~-:y in UHlllCClion with hdicving that tl1<.: ··disd<)$L1rc docurnems·· \Vl:I'c approvL~d by kgal 

personnel, it would he impoti;Jnt to know wh:tt lit<..:ts wen.: known to tlwsc at!nmc-ys and what 

cx~lctly tht:.~y \NtTe asked to opine on or ~~~:c:omplish. For cx:~1mple. were they asked 1() consider 

SCiC's responsibility in conn~:ction with llHlrkl:tillg <1 proprietary product? The Respondents 

have pointed to no ~~vidcnc(: ()r such u review nr uny cvidcntinry-bascd reason th~:y W<.)Uld h;·tvc 

For cx:-tmpk. there is not ~;v~:n S(:lf-scrving testimony claiming that. any uttornc.y had 

rl..~Vicwcd the.:.: Form ADV. OlH.: t.:c,py of which is c.onl~tinl'd in Division Exhibit4g6. ln Cact. Bogar 

initially could not even rccrdl t!l(: rcquircnl<..:n! that u registered investment adviser i:-;; required 1(1 

disclose nffiliated tr:ms:1ction:-;. fTr. 2X(.>.">: 21 ····· 1Xc)(,: lj. 

Epit.orni1..ing 13<\g.ar"s lestimon_y wns his response ansv,:er to a question about the 

Fon11ADV: 

(): Arc Y\'JU rami liar ·with SOTW.:llling ~alkd the roml /\DV? 

/\: I've hl!'ard nffhc h,rtn /\DV. 

/11 1/w Miuh-r '!/ 11ogi/r, ht~mg nnd ( :n'l'll 
DivisionorEnt\JrL't:mL:nt ·.~ l'Psl-1 ll.:atlll).~. R~·spi.llJ~;e Brier 

I I) 
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0: /\n: you t:.lmiliar \.Vith a section ortlwt li.lr!ll ·-·I take it by ynur <lllSW<.:rs 

that you're not i~11niliar with the l~:ct that the Form 1\DV r(:quircs 

disclosure of'~dlilittt<.:d tnms;Jdions? 

i\: Look. \Ve h~td a great accounting ::;tnlf: nnd I'm sure they did rhat, ifwt: 

had In dn that. 

Q: Hut you're the head oJ"tht: busirl<;SS. l rnc<m, you're not !:nuili:tr 1.vi1h that. 

Is thut what you're s:1ying'.1 

1\: I don 'r tcca!l, no. 

Hogllr was <)iwiously nnt familiar ·with the f(m11, Clr tht:. rcquire.nwnt, and lw 

seemed to think it. \Vn~: rlH.~ uccounting s!a!'J'that lilhx! out rile f()rm. The;;'n he ;Hhnitl.(:d he 

did not rcc<1!l tht: !(mTl. even though he was the head of the S(i(: as n rcgistcn~d 

investment adviser iinn. fTr. 2~()(l; ll-141. Once he wns .shnwn the form. he then said il 

sounded !luniliar. 1·rr. :!~96: I :<~4J. Aller admitting that the f<:mn failed to disdnsc the 

milli1)ns of do!lnrs in fcc::; /()1' managing SIB's private equity investments, H<1gar tried 1(1 

Wh<.:n it was point1.:d out !t) him that lhis was SGC~'s t~">rm. then Bogar gm~sscd that it was 

Y~.\\.tng (\l' ~;(}1111..'\\lk' in his department \.VhO filled out the f(lllll. rTI'. 2~97: 1.1-·1 ()1- /\ r\.~w 

others gnt in the m:1nag.ed priv:.tte equity com]xmics. Whik Bogar s11id t!wt !J(: ldt "all 

that stuff' to th<: complian~~.~ dt~p~trtnwnt, he admitted lhnt he did not read the f-onn 1\DV 

"'th~tl dos(~·-. fTc 29(}(): I :1-1 ()j_ 'T'hus, Bog:1r c:umot hide behind his advice <1f cc~unsel 

(k=kns(~ on the material omissions rrom the Form ADV. Tlw !ilct th::Jt 11e W<IS not even 

In th(· Al<lfh:r t~(h'ngllr, l'u1111g a!ld (;re,'/1 }(J 

I >ivisi£m or f.:llftlrCt'Hlt~Tll''; !'ost-1 kanng f{t~sppn;-;l: Hril.:r 
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di.:.c!nsurcs 11wt SGC wu~ making l<l the publiL~ and it!:' invcsi<HS. 1'"' 

··assumptions'' th~H som(: ~lltorney or S()me lmvy<:.'L somewhere. approved the offi:::rirlg 

documents. Courts ri.1.duly recogni;;:e th;H. such unsuhstantiarcd sdi~s(:rving testi1llony is 

qfdubious credibility and may be safdy disregarded. Sec. e.g .. U.S. \'. F:Nlf'J's. 45R f.3d 

I! 0, 121-27. end Cir. :~.00()) (in" crimi.nal SCL:uritics fraud case linding sdf-SL~rvinp; 

t'(:stirnony to be of dubious credibility and limited prnhnriv~: v;rluc)', -"<'<" o!.\·o I.e Nin /Jl/1 1·. 

f folder. 622 F . .1d X7, 91 ( I ~r ( .'ir. 20 I 0) (sclf:·scrvi ng ~tntCT\1(:t1tS of r'Cspondcnl. nhsc11l 

subswntiation, W<.:n: ol'lirnitcd l:vidcntiary vulue). In any event. :1s discussed below. such 

in the rnsts Bognr nnd the other Respondcnts cik. 

·Finally. no amount of'"reliancc·· on th(~ prcs,:ncc of attorneys c:r;:~sc:s the f[rct that Bogar 

kn~.:~w th~~ Wl'itl~.n matr.:rii:llS ['t,;.Jatcd to the sm CD \\'CfC tkkctivc. Bo~ar knew that \Vithout :my 

tr;HJsp;~n~ncy inlP the SIB portJ{llio, SGC l'Uuld no! acl'uratcly represent om.• Wcly or the. other 

how tile S l H portfolio was i nvcstcd. j ,'l'ee Tr. 2:)S I : ! (,-)I (I ~ogar <rdm i I Jed 1 h;ll i 1 b not j)(I$Si bk 

to understand thc SIB CD without getting transparency into the SIB pn1ifo!io)j. But SGC and 

SlB n~v~J'thdcss nHtd(~ ~:xtcnsivt.:: J'Cptcscntations, f{lr y<.::1rs, as tn precisely hovv the portf(1lio was 

invested. sec did not and l'OUid not verify rhal inf<>rm<11ion. Bogal' kt1C\V the disclosure 

docunwnLs did not c1.1nt:-lin ~my t;taterllcnl that SGC had IW tr~ulsparl:ncy into the S lB purlf(l!io. 

14 
Bo1-~.ar also refers to se.~~mt:.nts ofvagu~: t~:~li.rnony lo sugg~:st he actually providcd a h.:vd 

of over::>ight ()\/Cr attorney!' and complianc~.:.•. officials. But his testimony suppnns no such 
ink~rencc and Ccr'tainl)' docs 110l suggest he had any interaction. much less supervision, <.lVer any 
work any attorney or compliance oflkcr conducted in rd:lfi(ln to either the SIH ( :D ollering 
docunwnb tlr Scrc·s t1H~rkcting oJ'thc SII3 CD. fSce Tr. 2615-8. Ex. B .347.1 

In lite Afu!lt:r t!(1io,l:llr, Vmmg and ( ;rr:<·'/1 ;; I 
Di vi~;iull ur EJJiiH'CL~lllL'Ill. ~; Pulit•l karillt' Rcspnn:;l~ Brid 
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! S'cc Tr. 2XX5: 1>- ~?.X.'Ih: l 0 (Bt.')}H im:rcdibly a\kmpted to clailll tlwt SU( ·did disch>:;;e that it had 

no tran~p;1reney imo the port[(.l!it.l, by clairning th~,e opposite, tlJat S(i(' hnrl not lied 11nd 

repn .. :s0ntcd thnr it did ll<lVt~ f.ransparency)l. Tt:llingly. \vhen confronwd with tl".~ t:.1d of this 

omission from th(~ dbdosun.: dncunwnts, Bog;1r td I h;'ld~ on a di rti:7rent excuse_ which \vas that 

ii. Youn~ 

'r'oung·s rcterences to his supposed ~-reliance'' <.mother protl:.~ssionals is equally 

unsupported. 

For example, in his hriel: Young ass~:rts tlwt th(~ Trailliug nnd Morketing i'vbnual \VfiS 

"prepared lJy SIB ('\ltnpliam:c and (lpprov(~d t\)r cont<:nt h.Y SF<i Lcgal, SFCi Risk Manag<:~ment_ nnd 

SrG Glob;ll Complinnce_" l YoHng Hr. ~~r 9l- Notnhly. Young lltils lt:'l otl(:.~r cwn sel!:.scrving 

testimony to support that ass(:rtion, bur npJXtrL~nt!y a~ks tlw Court to simply wkc his un~worn word 

Trnining <md Marketing Manual. <Hld thL:r<..~ i::; certainly no evidence to 'kmonstw\e the 

cir~:umstum:~:s \'If su~:h purported vetting. 1 
·; The s;um~ defects pb,v,u~,: \' nttng:'s nsst.:rlions thnt the 

Tntining. and Marketing i\1:munl \Vas rcvis!.xl twiL:<..: by SIB complianC(: and Sf(! kgal. ['Young Br. 

at 9]. 

Indeed, at trial there wns testirnony that ()1·cste Tonarel!i, :1 non-la\Vy~r Young admits 
\Vi!S registered \Vith sec, may have ot'igin:llly Cl't:Hkd the) !'vianual. This~ nf COUJ'S(~. docs not 
absolvt.: thc. Respondt.~nts' liability tlwt arise~ in cnnn(:ction \Villi the misrepresL~tltatinns conwim:d 
in the ManuaL tiJr the reasons discussed in the Division-s initi:d brier Likc\vise, '{ntmg'::; 
misplaced eJl\)rts to daim he. u:-;cd :) diiTercnt (arp;u:thly less rrauduknt. but :;till misleading) 
version of the i\ll:ltill(ll fails fi_,r lhc rc:tsons expbi1wd in !he l)ivision'::; initinl hricf: 

In /II(·' Mulf<·'r o/'b'ogar. Yo11ng om/ (it'c't'fl , ' 
!)ivi:;iun ofEnfr,rc,·n1<~lll':.; Pn;•t .. f--!~,~;n·ing J{~.~:;pon.'a· llrid' 



04/18/2013 18:48 FAX 8178784827 141030/058 

Similmly, \\lUJl.L!, catmPt .-;uppurt his wsscrtion that.))(~ relied fW<ivily on !,en:·, ~t.insnn, 

Rehcq;a Hamric, nnd Jan~: Ball:s, v.'ho (w:.xPrding to Young) nil pluycd signilicant. roles with th~~ 

written do<.:.uments nr in rcvie·win~~ and responding to r~;gula!ory inquiries. 111 
1 Young Br. at 4J. 

As a lhrc;shold mall(~!'. it spc•aks volumes th:·"!l !Je did not cnll an.v nfthcse three individuals 

to testify at the hearing. 'y'nung li::>l~~d all tim::~: individuaL-:: on his witncs~:; lisL hut app;m~nti.Y chos(: 

not to call th(:rn. As ;1 rl~:ndt, a!! of' \/nun).~-~ statements !1bout Ills int~:ructinns \:Viti!. nnd rdi<mec on 

each ar<.:: urK:orrohnratcd and sr.:lf-servinu. t\s noted <·tbovc, such .sdJ:.scrvint~, unsubstantiated 
~ ~ 

k::-limony H·om n deli..~lldml! slwuld he~ rightly (i(:v~t!ucd and is. ultimately, unpcrsuasivc.. 'That is 

t:spedally true her(:, given the ubundant problems wirh 'r'uunJ.{s tt~srinwtly, :.ls set out in page:. (>(l-

(J7 (S(:dion fli.(A)(3)(c)) nf"tlw Diviskm's initial hrk:f. 

Clrccn r~~lics cxten::dvdy c•n his tlWll sd (-serving stntcmcnt.':i. which······ :llmost without 

<..:x<.:eptt()ll 

nutably, Crecn dnims tlu1t il was reasonable ror him l1.l r{,~Jy on Allen Stnrd(m!"s law-yers 

induding Tom Sjoblom ..... to vet lh~~ rcprcscnUtlinn~ in llis stektd. fSec, e.g .. , ( ircen 13r. <Jt l R-20, 

ti\. ~3-(J4J. t\gain, it is tW!;thk~ !hat <.fn:cn did not Cllll Sjoblom or <·tlly other lawyer ns :1 witness 

to cmToborate his tcs!irnony. Nor did he offer ;my d<..)<..:ument~n·y t;videncc to support it. 17 This is 

II• 
l11 his brkl'. 'Young nbn cbims that ll<ltJiric told him in 200(, that he would newr get 

acccs::; tu SIB's invt~~;tnlcnt pnrl'fnlio because of i\ntigu:m S(:Crl:cy law. !"Young l3r. at !4). There 
i~ no evidcnc:~: in the nx:ord to support this ,-;df-sctving statement; in ract, hufh tnmsc1ir>t 
ref(:rcnccs he ~~ill'S lo support this !:1d only mention Stins(ln and Bill<.~s. fTr. .~:21 '-1:7, I(). :tZll: 1.1-
16!. This is yet an(lt·h~:r flagnrnt ;·J!tt:mpt to inc!tJdc <mother rcflTcnce in his bric!' to sonH~CHlt~ who 
was a lawyer·· prcsum:1bly in un effort to support 't'ouni.(s unsupporkd argunH.:nt that h<.:: relied 
on "'!awye!'s:· 

This is especially notable in !ip;ht nrthe fiK11haL ns the Col!!'! is awan\ th(~ Rcspondcnls 
::>ought and could have obtaim:d the rdc:vant lcglll Hks ..... in addition to the Division's 
investigative fill.:. which also cont<JiJJL~d Jmtn;' legal fiks and other documents (rom the 1:-nvycrs. 

Jn riJ,, Mill/a o(Bopur. Ymll/g ami (Treen 
Div1sion of Eol()re< .. ~!lll.'lll':; l'osr-1 k:·tring l{l·.~pl.'liSL' Brief 

, ' -·' 
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nis() rhe casL· \Vilh respcd lo ( ireen's claim 1.hat a!! of his sales and training prcscnlatil..>ns \\'~:.:n.:: 

reviewed and app!\lVcd hy legal and compliHncc. 1 See, e.g., (ln:~:n Br. nt 35-37, Ln. l(Jl)-l x::; 1-

/\gain, iVI.r. GreL:n did not offt:r <1 s!n_\:!.ll: docum(:n1 r,r any third-party h::stimony 10 support this 

claim_'x As nnk'd a hove. such sdC·s~:rving unsub$t(mtiatcd st;HenH:.·nts M<: of nn real value. 

h. Ev(m if then.~ W(!rC factual support fm- Rcspond~nt!\:' sdf-scn·ing claims. 
their· r~asonablc r·dian(~C defense faih a8 a math~~- of law. 

Even il"thc Court accepts lh~.: lZL'spondcnts self-s~:rving slatcm(:nts ut r:~n:. value, this 

'\::vid~n~,:.e'" is iusutlkicnt as a tni·l!.lcr o!-law to climinarc the Respondents~ sch:·nh:'t'. For 

example. any rdiann.~ on cases SU(;!J (1::; l!mrard \', S'FC. 376 1".3d I L~() (U.C'. Cil'. 2004), is hnse-d 

lltl a misapplic~tlion o!.lhe cvid\~ncc: hc:re. In fat.~!, attcmpring to rely on f-lmranl actually tum::; 

the cNl1'1"s :.nwly:;is in that case upside down. In llmrard, the!)(_' ('ir(;uit cmH..:luded thatth(: 

ddenda!ll sllo\.l!d not be held acC(lUrttabk~ for ccrtnin violation::: bccmr~c it was undi!:ipulcd thnt 

! IO\vmd had corrlmtmicated din:c!l y with inside counsd ilb<)IJ! the propriety ol'llw very conduct 

at issue and that the insi(k counxl·ltold lioward tlwt he ftiJc inside CClLJilSd! h:1d consulted \.villi 

outsidt (:ounsd and 1\t:tt the. outsid~:: counsel hml npprovcd ofthe trans;~ction. Sec 1 lmnn·d. 37<i 

!·.3d I l_)(l, 1140, II .:J:;, :md 1!47- 114<)_ Likewise. in lloword, the ddcndant w~1s specitic;!ll:v 

ahnvc. ther(: is no ~:.:vickncc in the recmd 1o support any simil!lr findings (lbnul the cnnduct or 

Hog.ar, 'r'oung or (ircL~n. Th(: spccilic rclinnce lfomml pla<.:cd in guidance fi·on1 coun~~d (both 

il):::;ide and OL!lsid~} i:-: a fitr cry thm1 the Rl:Spondenl:-: ·';lssumption::;_·-l'l 

1.\ In liH.:L 1n the extent C<.)mpliancc did review thest:~ matcrin!s. (lrecn <idrnitlcd t!wt Michael 
K(lCh tnld him t!w insurutH.:c int\·m11ation in his prcsent11tions W~lS misleading. ·rr. .\7<>7: l 0-2:1. 
\' d (;recn rct'u::;~xl to remnn~ tt. ld. 
l'l For many ol.lhL: same reasons. fn,·c (/rbwz. :?.010 SEC L.EXIS 2941 (Initial De:;:.lsion 
Sept. 8, 20 l 0) docs not apply here. 'J'hnt case wns h;tsed sokl_y on an nllegation lh~ll ! lrhnn litilcd 
In properly SUf.H.~rvisc :1 n:g.i~~rcr·cd repn .. :sl:utative. In contrast, in thb case !he Division's 
<llkgntions are based 1.1n each Respondent's own <"!dinn.s, not hi:; failun.: 1<.1 sup~.~rvise:. In other 
In//[(-' Mutrer u( !-fu_:-~£11'. l'(l//llg und Un•en .?·1 
I )ivi~inn of.' Llll~~~'l.-<:mcn( ~; l>os!-1 karin;:. R-:~:pow:l' Bri-.J 
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ill !lmllaliPn in the sec uri tics markets... lloH ·r1rd. 3 76 F.3d at l 14X n.20 ( ~:i tnl ion orn i!t (:d). !I ere. 

t!K·rt~ is no cvidl~ncc whatso~vcr thr-ll any i'tltorncy exercised ·•independent, can+uL and inf(m11ed" 

nn~dysis thnr wns rdi,:d on hy :my or the: R(:spnndcnts. Moreov<,~r. the //i),.j.'{fl'd coun stressed the 

complex nature of the kgal requirement at issue. Sec l!t.Jl·mn/" 376 f.3d at t !45. TIH.~ contrast 

here \.~ould hmdly be stark~.r. lt is hardly a secrd that bn.,kcr-c.kakrs and investml:lll advis<.:rs 

~·.anuot assure their clients t!wt a pn.lduc.t is snk because it is based nn a liquid portfolio when 

substantia I i nl(mn<ll ion cal Is that product and that stat(~rnent i ntn qnest ion.:''' 

---------··········-·-
words. Urban involved ;1 f:Jilurc to c.<-ttch a rogue s<tlcsman. In this case. thl.: Rcspondclll:-> were 
th~: rogue professionals and taught llthers to provide misknding inti)rtrt<ltinn. 

Younf.:(s reliance on In ;·e llt{{l: 199! SEC lYXIS 5.51 (Initial Decision Mardl !991) lilil::; 
f(lr cxnctly the sarnc rl.:m;ons. (alkgations related lo Hutrs supervision ofn rogue sn!esmwn (at 
'~·3) and dc~ision lnts1.:d, in part. on la~k of any tll..''vV tkvdopm~...:nts !l·nm fill: time HutTwas hired 
tn raise questions ahou1· the rogue sn!esm;m (at*! 2)). 

This is only fur1hcr confirmed hy In re ( 'har/es C. Carlson, I ()77 SEC: LEX IS I()] 
( 1977), .:l{i S.E.C. 1125, 1 J 32-33 ( 1977). mwth~:r (b.:ision thilt Bngar and \'oung cite. There. ns 
the D.C. ('ircuit. explained, the Commission held that a broker n.:usonably rdicd on <J lawyer's 
advice (which turned out to be tnistnkcn) nnd added thnr n!tho\lgh <.l securities professional should 
lwvv b~~~::.n llHniliar with the "rudiment:-::" (!{'securities laws, he should !lot be <.~:>;.JWt:t<.x! tn ''dtspl<lY 
finished scholarship in all of the fine points.'· liinl'ard . . )7() F.3d I J 36 <1! I 14~. R~~spondenf.s' 

rcli:mcc on Carlson !:tib J(.H· sev~:.:ra! reasons: (i) whik Cnr!son w~ls ··merely :1 salesm:m:' Hogar. 
Ci1\.:cn. :md Young (whn ~pent 19 y~~lrs \Vith tlw Ni\SD) wer~: senior ex~:.·cutivcs oi'SGC: (ii) 
!l(H\c uftlw R(\spon(knts points to any instances when: they asked n lawyer lilr an opinion nbour 
anything rdating to the matters in this case; and (iii) the l:ourt's discussion ab(i\ll Car!snn·s 
inll:rnctions \vtth !n\·\'y(:rs occurred in cvnluaring whether the sal1L:tion impost:d against him was 
appmprlatc. i.c:., aflcr liability against him had alrc:1dy hccn cst:thlishcd. 

Similarly, Bugn!''S ntkmpl to nvoid the (:nun\; analysis in SI~'C l'. St.I\'Ol-'. 665 F.2d ! 3 J 0, 
1314 (D.C'. Cir. I ()81 lis mista.ken. [See Bogar Br. at .:JJ n.9·1. \VIlik the Ilo>~·tml court nokd 
tlwl, contrary toil suggestion in dicta contained in St!l'oy, re!iiln~:.x~ on the advice of ,:ounsd need 
not he u "f"onnal dcl"ense, .. the Courl ill 110 \Vay suggcSl1.:Lllhat the relevant i nq 1.1 i ry \Vas, :ts a 
suh::;tnntivc mnttcr, dil"l"i.::rcnt. 
In the Mm!f•r <~IRrl~!m·, }'o1111p. and <../recn 25 
Divisi\lll t>f l·:nf(,n:,:ment""s !'osl-J karing l{•:spt\!lSt.: llr"icl" 
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Court's dcdsion in!Juwurd hinged on its fiuding that. unlike cases such a~ IFonsm,er v, ,)'lc'C.', 

205 F.3d 40R, 415 (D.C. Cir. 2000), "'the S! ·:c is un;lbk to identi !)'any such unusual 

circumst:.1ncc~ with rcgnrd j'to lh(~ conduct ar issul:]." 

As sd nut in length, during the hearing,, in the Divisi{)n-s initial post-hl~ming briel: :1nd 

:;u:-~gl:stions of irregularities that demanded inquiry n:> wdl ns adeqtw!t: Jhllow-up and review. 

llo1mn/, 3 76 F.3d I ! _,() at 1 149. 

In other words, this t:a::><;: lillls squardy in lin1..~ with the '"Tll-cslnblished law that reliance 

till l~llUllSCI is not 1'\:(lSOnabk in the ~~~c.;:~~ of n.:d flags. s('(', e.g .. H'ollSO\'('i' \'. ,\'/:,'(.', 205 F.3d 408. 

415 (D.C. C'ir. 2000) (no ju~titinblc rdi(lnce (lJl cotmsl'l cxcu~ing tack of inquiry by dd(;ndnnt in 

f~K<..~ of mu!tipk I\~d flags): Sondl!· .. )·;..:e, (l7<) 1:.2d t.:rn. 1327 (9th C'ir. l 9~2) (when a party 

"ig.non;::> the nhvions need f(H' further inquiry_ t:H:n in rclinnce on <·Issuran~:cs from <.tthcr brokers 

<.ll" allonh:ys, h~: vi<.)l:tks tli<.: net") (<.~ita!.ions Pmittcd). 1\ rt.•spondent cannot !gnoJ\~ the (lbvious 

need li)r furth<..:r inquiry, c:v~:n in rcli<·mcc <ln assuraJJces !"rom orher tlniJ pcr~onnd nr attorneys . 

. )'m·rd/679 F.:?.d at 13'27 (citing Feen(·y v. sr::c. 564 F.::.d )(){), 2<<?. (Xth Cir. !977)). Wh<::n <l 

.sccl!rilies proli..~~sinnal ignon~s an obvious nL:cd l"l.>r further inquiry, even in reliance OJ\ nssurances 

!i·on1 other brokers or ;Htomcys, he violatt:s tltl~ l:Hv. Sec. e.g .. J~\·erC'st ,',.'ccu,·itics ,._ .\/~·c. 11 (.) 

F.3d 12.)5, 1239 o;;til Cir. I <N7) {l'ejel'ling argument tktt ddi.:·ndants ··properly rdied on the 

illl(wmation contained in the mcrnorandum hec~tu~~~ it was provi<.kd to lh(:tn hy rnw bsuer nnd 

.,, 
its] attorneys .. bc:c<HJse rdinn~,::t: ou others did 1\0t excuse the d~,.~felH.iunts- Jack of investigation).-

As till~ Divi~~inn has argu~:.d nnd c~st;lblis!J<..~d dsl~wllcre., Rcspon<knts- <.lrgunwnts also thil 
hccnusc tht:. allonwys he cil"cs to Wl~n: not disinterested ur independent. ,)'/-<,"( • ,._ () ';\.lcal~v. 2010 
WL :1(>1 1444, at *4 (S.D.N.''{, Sept. 29, 2010): .-lrthur Lipper c·(JJ'f!, 1·. SEC .'i-17 F.2d I 71. 18.1.-):-;2 
li1 rhc' A-latt,/r r!(lio.t:l.lr. Yvun;~ a lid (in-'1"11 ](j 

D1vi.~inn nf Eo!ill\:t'mcnt's Posl-1 karillg Re~pons<: Hnd 
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dL1ly [O inveslig:atC l'hC: tiUth ol" \h(.; f'l~prescntnJ.ions they HH1ke !O dicntS, because, by virtue of their 

title., dil~llh nrc entitled tc1 preswuc thnt the repres<::nla1ions mnde were th<..~ result of rcasonahk 

investigation. I !an!F \' . . 'iHC'. 4!:) 1:.2d :)fi(), 59(J (2d Cir.! ()(,()}. ·r·hos, when recommending speei lie 

securities, a broker has a duty to do some in<.kp~~.ndent investigation and cannot !'ely soldy <.ln rhc: 

materials st1bmittcd hy the issuer or given to him hy his ~mploycr. ,'.'FC 1'. flaslw. 7K4 F.Supp. 

l 059, I l 07 (S.D. N. '{. l <)1)2 L The amount of indepcmknt lnvcsligalion required varies with the 

circUlllSt()I1CCS, hut the duty lo inVL'Stigalc is gn:;·:lter \Vho..:w.:Vl;r !he kgitirnaey or an invcsln\Cl){ is in 

some way qucstionabk. SFC ''· :\lif,tn Capital Grt.)ff[l. !lw .. No. 00 Civ. 1 OK(DU:), 2000 WL 

I (J:-l276 L at *5 {S.I). N. \'. Nov. <), 2000). Mon .. ·ov~~!'. ··t s !ecurities issued by smaller <.:ompanics ol' 

t\~(.·.ent origin obviously 1\:quirc more thorough inv~~stigatil.lll.-- Nanfv. 415 l'.1d at 597. WIJCH': 

that investment fm<i.Y bt.: cnnsidercdJ reckless." Ali/on CapiTal (/roup. 2000 WL !6il276l, at '1'5 

(citing various examples). 

For cx:1mpk:, (:~tch Respondent w;1.-; aware..: or precisely lht.: sorts of'·'rcd flags" thnt courts 

have made: dear render rdiancc on :1n issuer or ib counsel unreasonable: 

• Common l:UI111'1)1 het\Vet::n tlw isSlllT (SIB) and the.:: !:m)kcr-d(~alcr (S(iC). .)'ee s·ec \', 
fJ/atinum /nt·. Corp., N(1. 02 Civ. <i09.1(JSRL 200(l WL 2707319, <tl '1':1 (S.D.N."{. s~:p. 2Ct 
2006) (Where the issuer \N<ts thl: privately hdd p(m.:lll corporation of the dcakt' f()r whom 
the s~-:-curilil·s pro !(~s~ional workt:d. and t!H.: i . .;;suer and the dealer w~:·re run by the s:nm.:. 
n::l<ltcd indivichwb-thc brok<..:r's duty f(l conduct an indcpcnck:nt !nvesligati<.lll of matc:rials 
suhmiltl:d hy th(: is::;uer applic.:s t.:qual!y to matetials and st:~knwnts submilt~~d In the 
professiomtl by officc.:rs ... 

• Ofli..:ring dncumcnts thai arc qu<.:stinnahle on thdr li1ec. inclnding rates that are substantially 
1 I (.' l'f'('·· fl I .. , .... l' s . ., J -7 ... M • '7 N I) lll I(}\)()) ("1'''!'11 . ~1\)0Vt~-mar~l'l. .')<..:<:: .) ··, 1·. \(117(_1\ .h> ", .. upp. _( (l) , ()())-(.\ ( 1 . . . . . .. . . 1c 

pwmot.ional makrials l\1!' C':nwdian Track: Bkmk wc:r(: so question<tbk on lh~.:ir 1~Ke :1s to put 

............ ·---....... . ............... - ........ _., ....... ___ _ 
(2J Cir. J 9Hl). Thi~~ l~Kk of indep<..:!Hknce is especially critici!l hcrL:, givc:n SGC's fiuant;;ial 
d(:pendencc on SIB. 
/11 the Mnltr··r o!Bo_w~r. Young imd r in'i'll 
I )ivi:-;iml ol' l.:ul\.tr'f:.c:mcm'!> PosH karin11: fZ..:~;pm1;,,~ Hricf 
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Johnston on notice that furtht~r investigntion was neecs:;ary to ;n:11id 111is!c:1ding polcJttial 
invesk,rs. These m<tk':l'inls contained statements guannt!cci!\g that tht! ccrti !ical<..::::; or deposit 
would pay up to !2 to 14<~/o interest anJHJ<llly. :\s thl: SEC corn.:ctly nok:s, these rates were 
subsl<mliall::· high(~!" than the pn.:vailing market nttcs ((JJ' ce1titicatcs (lr d~..~posit issued hy 
!inancial institutions tlwt hnd their deposits insured by the Fc\kral Deposit lnsurwu.:.c 
( 'orporation and lfli!t Wi;~I"C ad VLTI is<..:d in rW\:Vspapers of t;~Ilet'~d circul:11 iu!l. ") 

• Cont.licting inJ-(·,mwtion. S'cc, (',g .. ln the t.vh1\kr of D:nmy G. Pinkerton :111d Kt~vin N. 
CampbelL R.~..·.k;lsc No. <JX, ()~:; S.F.C. Docket 193, Rd!.~<lse Nn. ![)- 9X. !t)()6 \VL 60264:-: 
(S.F.c:. Rclea~.;e No.). Administn·ltivc Proc:c:cding File No. J,.SS05 (Octohc:1· IX, I~.JlJ6) 

(Murray, J .) ("!Broker! ddihcratdy ignored inJbrmatinn which conlliclcd \Vi tit what th~..: 
iSSU(:J' 1n!d him.") 

• Above-market cmlHnissinns on the product. Sec CampbelL supra. ("Campbt~!l knew, 
ign.<..H\~<.L and did not disclo~;c to c.ustonH..:rs 1. ••. _! that sak:sp(~Opk were rc<.:.eiving eleven 

pcrc~:n1 commissions which \vc.n: 1wo nr thrc:(: times higher than on sales of N/\SD;\<) 

listed :;to<..:ks." 

2. It is irrdcvant, and ('N'tainly docs not i.~X<:nsc Rcspon<kot.s' eonclm·t~ th:1t ~'N'tain 
"wdl-respcc-tcd'' pt~•·sons were associated \Vith Stanford. particularly given that 
it Is undisputNI thM such persons play no r·olt~ rdatcd to tht• SJ B CD. 

Hespondcnts at triaL ~md (!t'eL:n in particulnr in his briefing, sought f1'l rely on 

--impJ-cssiVl:" individuals in lieu or· nctual ex<..:rci:sG of their rl..:spon::;ibilitic~.;:'c First. Gn:~:n never 

met with mnst oftht.~se pcopk including Mik~~ Oxley, Lyle Ciramk·y. Madclcin~: A!hrig.!H. and 

l'au! Wnlfowitt.. S<.::cond. tlK:n..~ is nt:' cvidcnec, orhcr than Green's suppnsit.iow;, thnt these people 

v<..:!lc:d SIB at all. And they c<.:rt~dnly didn't vet the representations Clrecn wn::- mnking to the.: 

financial advisers nnd invc:-:tnrs. ln fiKt. ( ireen admitted tl1<-1l Ms. ,\]bright ~md Mr. Wo][()wiV 

were nothing nJort:: than guest spt:akcrs at Stanf(ml-rd<ll(:d meetings. [Tr. :n 17:25-Yll ;): ! .:1 j. 

Third, tl11..: 111(~!'(: fnct that th.:.::se peopk and (1!hers (who may actually havl: been as.~ocinh:.:d with 

SlH) were well-crcdcntiak:d is mL::1ninglcss. For instance. Gn.~~.;n touts SlB Dir(:(:tor '"Sir" 

lkc<lUSe this argumeul is ~1ddn.:-ss~:.~d mainly by Gre~.:n. th<..: Division will !i.lCUS its rt~sponsc 
on Green's positi<">Il. But f(·lr the same rc:1sons, neither Bognr nor Young Ctltdd ·'reasonably rely". 
on the activitit:.s <.1f'!hese third p;·trlks and their prcs<..aKe docs nothing to nc~ate any oflh~: 
R(:spondents' scienter. 

In the Mmb'l' n( h'o,l:lll·, l'nn/1,!~ t.llld Gn·cn 
f)ivi;:inn t'>f'Fnkm.:<.'m~·nt':; Po,;l-·l.!~.:ill"Hll~ Rt,spnnsc Brid' 
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(.'ounney Hlnckrn::tn 

authority to the contrary_::.' Conveniently, (lrecn docs not di~cuss (1tllcr SIR director~. including 

l{l!·mcr bankrupt gym own<.:t' 1\lh':n Stanl(mL his dad (who <irccn never met). his collcg<~ 

rnnmmate Jim Duvis. and most prominently · · O.Y. ··Bill"' Gos\\:ick, SIH's dir~~ctM f(w 

S!<.ml(lrd's home tmvn (and who hnd lt<H.Ilt stroke in 2000 \vhicll ultilllately rendered him unabk 

' I . ·"} 0 l'~ .. ,., ')')7<J 1 <) ')')t'(}..., ·I ''()' ,j I (J "'!)'- II t<.l commnn1cat~) . .<...~-".6" ~~~ .'>: r. --'- . : --.:..•) :..:. ... ·,.).{h.: -.l, (1): . 

vetting l(lr him lid Is llrr shorl both I~KWally ilnd kgally. for ins!arK:c. Cirecn claims th;Jl it vvas 

his ''vi<:v.:'' th:l! BDO Seidman ;md r ,loyd's of London conducted a "rigon.1us rcviL·w" of SIB. 

jCn:en Br. at 7, <13]. ! low(~vcr, (lrc:en hnd no basis I(H· this view. (irccn admits that he km:w 

BDO was not SID's ~nHJilor. and that he never spoke to BDO to conf1rm his "view .. nb\lnr their 

audit work. f'l'r. ::;'>'Xi: 1-<\l. Likewi::<e, there is no e;Nid,:rKc illlht: rc(:ord tlwt (ircen did anything 

to (,:ontirm his purpn1tcd undc.rstanding ofwhnt Lloyd's did bdi..n·c "vriting insurance policie!; to 

S.IB. 1n bel. contrary to Cireen's assertion in his hricf[Cif(:.;:n kr. at p. 9. li1. 40: p. 42. rn. 107~ p. 

<.i3, fh. 3071, Jonathan l3atarse::h testi!ied that he had no idea what i.lnyd"s did: 

0 SP. vou don't understand what U<.)vd'.s nr London does wh,~n it'~; iSSlJin!.?. an 
~. -· .• ... 

insur:rnce pnlicy. dtl you'? 

. ., ... 
u' furlht...~riHOr'""~ the l~tct that i\:fr. I·)Jacktnnn shares n degree \ViOl \.rV'nrr\~11 J~u ffei is fn<.;tually 
tlmhiguous. After nl!, !Vliclt;1d Milkert was Phi Hct<r K.;lpp<t 111 UC-Bt.~rkky ;l!ld is u Wharton 
1\!l BA. bJ.IJ?L~.n .. wi !~ipedi a.org:/wik i!J\Ji~:.htt~LMill~snli 1~1ll~~!~_i~:,t.JI Jeff Ski I lin g. annf her conv let cd 
rdon, j~ a Harvard fVlB/\ and W;IS one or the )'Oll!l.L',I..:st partners in McKinsey Consulting's 
history. llltl1i/.~n.,.~Y.il~..iP.<:-:~1i.~t,D~:g(wi,ki,IJcffr(:y -~k~lljng Conversely. both Stcn: .lobs and Michael 
I )ell wen~ col j(:gc df'(\j)Outs. hqp;/!.~"~l.wi kipcdi:Lond\.vikj/~jyvx.J~~\!;:;!!J~;Jt:l y_li,J(:_aml_e<.).qsat,imt; 
l)ltp;//~:LJ~j k i pc<! ia .< l n~0.Y i k(.0YU.~:b.a~l_[>.c!l,!LE~n~l}'~l.i .. t~~-a.1.1.~.l.. ... e<~.t1.S;,Jt.i.q.n. 
In th<.' ;\htrt.•r <~(8og(lr, l"tllll/g <1111/ Green _?() 

l>ivisinn nf f·:nforn~rnl.~nt'~; Pc·~•t· Hearing Re:::pnn:,;r,: Hri,:f 



04/18/2013 18:48 FAX 8178784827 141037/058 

A No. 

!"l'r. 2314: l (JV:~2J. At a more basic ](.:vel. Mr. Batarsch a longtime fhend ofClrecn's 

acknowledged that he did no indL~r.)(::ndcnt due diligence <.Hl the SIB CD. and w~1s b:lsint~ his 

tHH.1erstanding or Sl.B"s (lV(.~rsight (Ill nothing rnon:~ t.hnn \Vhat he had b\..'en told (most likely hy 

Gn:.t:n, among (lthers). [Tr. :?.:Ill: I X-2Sj. Mr. Batarsch <tlso *.'·Clltnpnnicd <.inx:n nod Mr. Young 

regarding the snkty nfthc SIB CD.·'·I In shorr. regardless t)l'his c!'(~<.kntials. Mr. Butarseh ·like 

Mr. Green "vns nothing more than a chcerk:H.kl' lill· the SIH CU. nnd did no indt.'pl;;mknl 

vetting of tlw t'~~prescnlations rcgnrding. sm. 

J\s the S~.:,~cond ( :ircuit explained in I fan(~·; 

In summnry, the standards hy which the m:1ions of each pel.lt!O!H.::r 

r live s~:curitics s:dcsmen I must he judged arc slrid. He CI.Hln<ll 

rccommc::nd a security unkss tlH.:r(~ i~ an :Hicqua!(~ :1nd reasonable 
basis f(lr ~uch !'(:~~on\mcn(l\ltinn. He rnusl discklSL' l11c!s which he 
knows and thnsl': whil'h nrc: J'(:nsnnahly asecrlainuhk. l~y his 
rec-ommendation h~..: irnplks that a rcas()tl<!hk invcst.i~ation has lx:L:ll 
made and that his nx:omn1cmbti<.1n rests nn llH..: ~.:unclusinns based ()J1 

such invcstig:·ttion. \Vhcrc the sa!esm~m lacks esst•ntial ini(H'nl;llinn 
~·t1.1ou1 <=t sec-urity. h~.~ should disdusc this :1s wdl as the risks \Nhich 
nri~c !!·om his lack n!' inl~"lrm;ltion. 

! fan(v. 415 F.2d al .)<J7; se<·: also il !ton HoJ: Hoard (''o. 1'. Guldrmtn. Sachs (\'- ( .'o., 560 F.2d 9 I 6, 

-----......... __ ,,,. 
Mr. l:ktlarsd\ initi<llly tried I<) deny the obvious purpnse ot' the road sho\V. 1-!owcvcr, he 

::;lipped up nt one point in his testimony. (Jckn(lwkxl~.illg tlt~1t t!t(~ purpose or the trip w:1s to 
discredit SIB's cri!ic.~: 

(j \Vhnt wns the purpose of having you on that trip'! What \vns your role? 

!\ You know. I t.hink my rok \.vas more just my understanding. based on tht.: 
int()nnation thai we !wd. sort'!(~ of the practical rwotecti<lns that m .. ~ !Jud nt !he hank. 
Yo\J know, ify(\U w:mted to disnedi1 am! .ius!·· wdl. ignor<.; th:JL 

Mr. Hatarsch also testified '"What I tried to conununicnlc on that ll'ip wns 1 .•.. J w<.:.~ had 
insur~1nc.l~.-- Tr. :n l l :()-<.>. 

In the· ;\.lullt'l' o!Boge1r. YOitl/g 011(/ ( Jn•.-'n 

Divisiml or Lnf0rcemcnt':; Post··lk>~ring t~(·spnnst~ !hid 
30 
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rqwcsc:ntcd that it h;!d lli.<'ltk ~~ thoroup:h invcstignticnl 011 \vhich it basL~d it::> n.:conuw:ndation."). 

broker-dealer fi1r the SIB ( 'l ). w<~s \.V!t(ll!y-o\.vncd !)y th<;: s£1lllC individuaL and rcc.;:iwd " 

substantial portion of it~; revenue li·nm SIB. As the Scvt..:nlh Circuit explained in the analogous 

situation t)l' an llfllknvriter: --laJn \ltKkrwrilcr's relationship with the issuer gives the undcrwrit(:r 

(JC(:(:Ss to Ji:tets that arL' !l<.\1 equally available to members of the public who must rdy on published 

infi:Jrmation. And the J'l;;i;:tlionsl!ip IK'l\vcen th~: underwriter und its customers implicitly involves a 

bvorahle recomnwndn!ion of the isst.JI .. ·d s<-:t·urily." Sonders \'. Jolin Nt.tl'l:'t:'JI & Co., 5'24 P.2d l 0()4 

at 1069~ 70 (7th Cir. ! <)75). Thus .. "<l grc:1tcr quanfi!y ut' int(_;r·m;ltion is ·r(·asonably ascertain:.~hlc" 

by <Ill underwriter lh;m by Cl mere broker, and $(ll11(!1hing more than published dat~1 must bt: 

analyzed iF lln lHHkrwritcr is to discharge his duly nl' investigation .... ;\!though the undcnvrit~.,·.r 

CH!1l10t be n gunrnntor of lhL' ~<ilHldlll~~S or <lily i~SU<.::. he may not give it his implied stnmp nf' 

l'tpprov;1) without having a rcasonnh!(~ hosis l(w t..~oncludin,e. !hal the issue is sountl" Sondcrs ,._John 

Nlfl'ccn & Co., 524 F.2d ! 0<)·~1. I 071 (7th Cir. l ()7) ). \'af·Ofcd tmd rentm!(/ed 011 other grounds, 425 

U.S. <)2<) (I <)76), 011 n'/71(/Jid, 55.:]. F.2d 790 (7th ('if. I <)77). reflcarinp: denh·d, h l 9 F.2d 1212 (7th 

( .'ir. t ()?\0), cal. denied. 4)0 !.I.S. I 005 ( l ()g l ), 

That reasoning nppfics equally here and the Respond<.~nts <.:annor :.mcmpt to shiti their 

rc;-;ponsihil ities to ntll(:rs. .S'anders, :'i24 F.ld at I 07 I (r~'.kd ing U!l(k·.nvri lLT. s <~rgun1cnt that its 

rdi;mc(~ on the i~SuL:r's audited, but inact.:urmc. flnnncin! stntcrncnls was re<ISO!whle l:a.:cmJs~: kading 

b<mks that had extendt~d nJilli<lJlS or dollar~ of· crt!dit t() the issuer ;llsn rdkd on those linant..~ia! 

statcm<:nts. holding tlwl the st:mdiJrds of the f'~~deral ~ecurities lmvs contTollcd. not the 

1\:asonubkness ora h;Hlk's cn.~dil investigation procedures). 

!11 !111: ;\/or(,.-r n{llngar. l"nung om/ (;rN'll .i I 
!)ivi:-;ion o!' F.nf(·,r.:cnH:n! ·..; J'(l:;(-1 kilrmg R~~-:;pnnsc Brief 
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]. The al1empl lo 1·dy on Pcl'shing, fat· from explaining Rcspondc..>nts' ~:onduct~ 
only confirms their liability. 

Curiow;Jy, t!H: RL•:-::pon<knts. nnd Hng:ar in parti<:.ular. seck tu rdy on th~:.· activiti~:!:i or 
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P\:n;hin,t!:. SCiC\; ck;n·ing hrnkcr. to suggest that the Rc::;pondcnts lacked scicnfc'·l'. Nuthing cnuld 

l.w hmhcr fronl tlw truth. FirsL. rcg~tnlh:ss ofv.:hat Pcr~hing thought in 2005. Bognr appnrcnt!y 

argues that Pi:?rshinF. could !lL'Vc..:r thcrcafkr rc:-nsscss the silu::ttic,n. That p(>sition makes no scnst.:. 

In !'i1ct. Pcrshin)!·s Cl'udud ... asking an incrcnsing number of qu,~s!ions as rnnre questionable 

information nh(\Ut SIB hccamc known t·o them i.s tht~ type or conduct one would have expected 

fhnn the Respondents hen.~. ( :nns~:quently. the I\;r::.;bing-n.::lnt<xl evidence only cmph;·J.<.;i/.cs that 

the lh:spondcnts" knowkdg\.: t\fPL'rshing's conc(:rns renderr;;d thdr cnntinu~~d HCtinns, at a 

minimum, ~~cvvn .. ·ly n~ckkss. 

Bngar· s argument intcrprds the evidence prec.isd y back wards. In csscnc.e. hG asks thL~ 

Court lo com:lutk !hat !\:r!.;hing's termination or all .. vire transkr~ r(:lnted to the SlD CD wa~ 

irrekvu11t b(:cnusc Pershing continUL'd to serve :ts n dearing brokL·r (·(.H· S()(.'. 1 Hoe,nr's Br. at 221. 

l n~lc~tcl. what is i rrckvanl is t hnt Pershing cnnl i !li.lt~d non-S rB n::!ntcd husincs~; for S< ;c. ~:i flil: 

significance olT(:rshing·s ac.tions lies in th<.: undisputed lite! that its only concl:rll was the !<tck of 

transparcucy inw ffH: SIR CD portfolio. fTr. (tl (;54:~1-24; <>27:?.4-92R:2l 

The only rt:tsntt:-~hle inl"ercncc frotn the n·idcnc~~ is that Bogar, as wd! <ts the other 

H(:spnnden!s. !'ully understood tit<.: seriousness o!' Pershing's requests f.()r tran:-:p::rcncy int<:> SIB":-; 

B<lgur whnll)' ignores the Ji.nH.hlmt~n!al point thnt S< IC, as llll: introducing hr<'>kcr. had 
hmdamentally difl\.~rcnl -- <md stronger- duties than did Pcr::;hing" n ck:;1ring broker. .)"t!c. e.g .. 

N'atrcn \'. fitt·hcr, ! 14 1-'. Supp.2d (i00. 60} (W.I). Ky. 2000) (clcal'in~~ !inns !l(l! rcspnnsibk~ !()!' 

the action of introducing hr<lh~r): A~at:: 1'. Financial Clearing and .Sal'it:cs C'o1p .. 79·1 F.Supp. B~, 
94 (S.D. N.Y. 1 <J'J2) (introducing bn;kc.r is uol ;1cting :.1s agent of clea1ing bro[,ct'). l.ikcvvisc. he 
misd11H'il(:tcri7.~~.s Pershing's original du~.~ diligctK<::. eft(nis. /\s Juhn Ward mndc clear. PL·rshing's 
· · ' I l j 'l' 1· i S ('' (., S I I) · · J () () r· ! 'I' · c ' ' · ''J l'' ! uul!a cue< 1 tgcncc ocu~;e( on. , ., rwl_ .... tn /,, ,), r. H ).):h··;;.,.) . 

In the: ;\fllflt'l't.J/ NO,l~nr. l'n1mg a/Iii (ir.··,.-n }.;' 

J)iVJ.<:inn nf Enlim.:,,nwnt '~; l'osf-l k:rrin2 lh~spon:;,· Br id' 
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porlltJ!i('. His n .. :fus;ll to admit this has k~d him to t:1k<.~ inconsistent. aner-tlH.>I~td. positions. For 

cx:nnpk. iris undisputed that 8ognr and oth<.:.rs ;1! SGC h(:gnn exploring tlllllT ck~;1ring brok,:r 

options. [S~~l\ e.g .. Division Ex. 2~0]. Yet. althc same tim(.~. Bogm <..:lnims :md itH.ked tries tn 

trumpet ...... the l~ld 1 hat the cknri ng rdationshi p \VaS Jl(.'Vt:r in jcop;lrdy. r !d.: Sec Tr. 854: J0-20: 

:-\96:5 ~97: Jl) l- The most plausibl<..: in lcrcncc: t!·om the cvidcnl..~e is th:.lt Bogar knew thnt he and 

SGC wnu!d ncv(:t' he able to provide Pershing with any mc:nningful transpar<..:ncy iiJtn the SIB CD 

and should have :.1 h:tckup plan in case the cJ<..;;u·ing hrokc:r relationship \Vas terminated. 

T'h~ sequence of events is telling. :\!i~:r John Ward cmaikd Bo.!:~.ar on August 27. 2007. a 

list of addilional ill.:ms Pershing w~mkd l)t1 SIR's portfolio. Jim Davi~ instructed Bo~~ar to ""find 

that o!hcr <lptron''. [Division Exhibit 2:;(1j. ! .ater, on December 1 :~, 2007. Bogar cmnilcd Davis, 

s<~yinr. he needed to talk about Pershing, b(:cnu.s~~ ··Th<.: issue vvith !hem is not going away." 

I Division Exhibit 21.151- In an ~ltt<:mpt to plac:ttc them a~; sec had investors :md (~VCn sec 

finmKii·d i.ldviscrs. Pershing was asked to visit ;\nt·igua. 

Bogar promised Pershing tr;msparency on thnt trip !Division Exhibit ;y,<), p. 2 ("per our 

discussion'', Pershing will st..~c ""!he bank's b(llancc sheet and supporting paperwork tlwl rcfkcts 

th~: nsscts"")l. Gut when the t\n1iguan trip faikd fo pwdlJ(:(~ the tran~p<·lr~.~ncy they were 

expecting, Pershing ~xccutives cst.·<·lbtcd the issue. They schcuukd another meding in Memphis 

\Vlth .lin1 Dnvi.s, on March 6, 200R. Jim Davis and P~:r~hing"s CEO. Rich BI'UI..'~:-kn~r, would he 

l··r· X"''i' X"'7 'I 'l"l. . 1· i ll 1·1· . .,< ( <> I., .. 1 . 71 ..,I J)J"(:scnt. . r. , ,l .. :c. ·· ... :1 :-:t • 11s mectmg <I< not go 'vv'l: .. r .... ) ) . : -~- .:.() . :"' ... 

Shortly then:aJkr, t.hc ick~n of having d CPA !irm (:onduct a rLwil:W or the hnnk assets 

(lrose. fTr. o37: l2 .... ~(i9:7 J-'!.<, Ward iiOlllowc.:d up wi1h his March 17. :200:), emaiL \vhich said 

Pershing did not nc(:d to spccit)· tht:: f(>rrn o!"th(~ rcvic\v. bur a ""U.S. domiciled recognized 

:\s discus:;~~d in the Division'~; initial br'il~l.-, il' Bogm sincerely bdkvl'd an nccnunting firm 
W(ltt!d he p!'ovided transp:u·crKy, why. then, could SGC it.sd!'ncvcr obtain such tnmspmcncy'? 
/11 the Jlm/,?r of /!ngor. i"owl_!: Lllld Gret'tl .U 
f)lvi:;ion ol'l::nfiHn:nwnr.'s Po:;l-l·ki·Jring R(·.:;pomt~ Hticl" 
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they are rdkt.ted uccuratcty in the bank's bHliUH .. ~c shc:ef' would ~uffict.::. jl)ivhion Exhibits 274. 

It is clear from t!Jl:sc. (;vents ;md documenk:d (:onvcrsations that Pershing's ex.cc:uiive:-; 

were d(~mnnding ve1i!ication ofSJH's hidden port1oliu. Shortly ulkr Dogm rcc<.:ivcd the March 

17. ::.oos emaiL Bo,l!,:ll.' i;tssigned )''oung and rn.:d Frnm (U lonk into ollK:r deming nlternativt.:S. 

By April :?.5, 200f\ .. \',.lung cmailcd !o B(lgar his 111~:nw on SGC''s options "seeking :1 clearing 

resolution outsid~;~ of Pershing''. These incltH:kd buying a c.karing finn, applying to hccoml~ 

lDivision Exhibit ::!l)(l'j. 

The liming ()rthc cnnsidc:ration (d'!hcsc other dt:.!aring options is cx!Tcmely tdling. SGC: 

\Vas only tw1.1 yt:.~ars into n five-ycar c.tmtnu.:fu:d cnmmitm<.:nt lo Pershing. \'ct. lh~.; prc:ssurc fi·om 

P(;r~hing to gain ll'~tOsp~trency into the SIB purtroli'.l drove the Respondcut::; to cnnsidcr putting 

SGC through the turmoil of :.moll!l:J' conversion, on the hcds of' the prcviou~ one, to avoid 

providing tht.: transparency Pershing waJt!~:d."; Rogar knew lhnt l)avis wns ncver going to 

allow thnt, and lhcrd(·H\~ that he ncclkd tn "get ttwr other oplit)n". This w;·ts conllmH.:d on .June 

12, 200~. when Davis told Bogar in ;nt email that th<.;y wc:rc not going t<) give P1..:r~hing whnt i1 

wantt:d. [Divbion E.'\hibit 2l\XJ. Bul CV('ll hci(ln.: tlH.: June I:~. 200?: L'nwil. Bngnr kn~;:;w Dnvis 

would !K:vt.:r give P~:~rshing what it \.vant1..:d because tht; hank's tran:-::parc!ll:y \V;Js ··always <I touchy 

Ward testiiied lh<tt lw had no idcn thai SCC was looking <n these options. jTr. :-l9(); !4 .. 
'-'()7· I ~· ., 1.).. , 1) • 

fn !111: :1</attr:r rdBoyur. rvung and (;reen 

DivisiPil or 1-:nl'<.ll'Ct~ment's Po~;[-! kiH'ing [k~p!'ltl~l' l3rid'' 
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1.., '()()l' . 'l')J !~ ,N, ,.. . (~ Cl11llt .. 

l Jnder tlH;s~~ ~,:ircum~!ri!1(;Cs. Bogar's insistence that he mwcr had ~Hly indicatjon that .lint 

D<1vis W~l~ not going to pt.Ttnil any trnnspaiTncy into the Sin CD is disingenuous.~'~ Bog~u·'s 

v:1rious explanation~. trying to distnti \Vhat Davis rm:nnt are simply not believable. l'rr. 2725: 12 

2726: 6J. In the ;.;nd, even he lt.:sti!led that he did not n~ally recnH \vhat Dav.is said. [Tr. 

295:): 1 9!. Hut he admitted thati!H.: rdcrencc in Exhibit :?.~X t() ""h:rshing's rcq\l(:sts"' v,;as 

··absolutely'' related to lht.: 1n1nsparcncy nf the Bank. jTr. :?.()51: IS ·· 2954: l J. 1\nd Davis said 

1!0. 

[3(lgilr's own conk~mporan~:ous \.Vords undercut his evasions at trial. On November 21. 

200k, Bognr sent his "Monthly Mt.:trics'· report 10 Allen Stanford and Jim Davis. ln thalrcpon. 

Bogar reported to the l\.VO top hossr..:s nfthe StanJi.,rd ll11nily of c<m1panks that among SGC's "top 

1hree concerns" was this: "Pershing is t~dting more o.nd rnon~ fn.Islmlc:d because wL~ h<lVL~ rc(itscd 

to giv(,.~ thr..:m Jl!Orc ini~) 011 SliT'. ! [)ivisinn 1-:xhibit }·ll (cmphnsis addcd)J. l.~ogar's choice oi' 

Bt.l}.·~;ar's attempt to rninimil,t.' Pl~rshi11g·s conecrns by suggl~sting that it was mcrdy n 
quL:stion wised by Mr. Ck1ss is sp~:cious. In the firsl pi<1C(~, Ward's teslimony made it de<.lr 
th<lt while Closs m<~y lwvc initiated t'ht.~ origin:1l n~quest and the issue, it was not sotncthinp, 
t:hal Pershing did not believe in, ur did not w;:mt. lndeL•d, ;,1t: the M;:lrch 2008 meeting, rhe 
CEO of Pershing himself was present to press jim Davis directly for tr;.\nsparency into the 
portfolio. The (~m.:.~ils <'lsking for infol'mation c;1111~~ from W:.lrd. ffthis was only Closs's 
issue, it is unlikely the: CEO would lwvc~ ;.1tlended the mc•eting, or· Lhat Pershing would have 
continued to pn:>ss it.. J\nd of course, even if it were simply 1.1 question or c:ont'e!TI of ;;l single 
person in r·isk m<Jndgt~rnent, Hog<-Jr' C<mnot explain why he didn't <.\sk similar- questions once 
lh(• issue was fronted for· him. 

i\t page 21, Bogar slates that ··Mr. Bogar wns not told at nny tinw by ivlr. Davi~ !hal tll(: 

.Bank would not t:omply:· At page 2:2, he states. Davis "never indicall:d tlHII he would reCust.: 
imph,:mc:.ntation o!'th~~ proeedun:s" tha! Chuck \Veiscr W(.1f'kt:d nul \·Vith (iranl Thornton. 
/11 tlt,~ ;\.fuller u( h'/),i;ar. Yo1111g 111111 (/nT/1 3.1 
Divi!'ion (•f Enf'(ltTcm<:nrs l'nst"Hcari11g 1\.,·;;ppnsc Brief 
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\·VI.~n; not going to be purstK:d_.~o He kne\.v already thai Allen ,'\l~lnfbrd and Jilll !)avis had no 

intention of complying with the C irant Thornton proecdur,:.s, or providing ;·my tr;·lm;pnrcncy in 

;my other nl<lt1!1~~r. This monthly report wus sent a 111\.Tl: thn::e days hd(•re Ward crnailcd 

l\:r::;hing's nltirnatum_ \1 Thcs(: contempol'nn,:ous doculllcnls arc mon: credible tk1t Rognr's sdf-

In summary. th1.~ a,:.tuat evidcn<x= related to Pc..:rshin,t!:s activities mcrd; .. confirms that 

Bogar and the ol her F\ ~_:spondcnts -.,vho knew about P~:l'sh i ng · s conc-.cms and dr:llh:d m islcading 

ltllk.iug point:; in r(.:sp(l!i~;c ····acted with. at a minirnum. severe n.:ckkssncss. (iivtn Pe.rshing's 

conccms, it is impossibk lo deny tlwt the lack \lCtran:::;parcncy int(• the SIB CT> p<.,rtli.din b 

(_:J'llc:inl. ;:• Nothing pn .. \V~~.~ til is better than the r-tcspon(knts a !tempt to hide tllis I;·!L'.I Jl·om otl•t(:rs 

when they created mislc<:1ding talking points to, as G!T(~Il pu1 iL "stay on mess:1gc" :thouf 

P<..Tshing's decision H• wnsh its hands of SIB. <riven the admittedly high esteem in which l:~ogar 

and the: other f(t:spond~~nls held Pershing, ~ 3 and given tht: trouble: th<lt S( iC wet It l1trough tu 

1() 
Bng<~r's continu;1l stalcmcots o!'his "hclicf'th;Jt h\.: though\ ht?. (SCJC or SIB) Wtluld 

eventually ac<-:ommndatc f'crshing·s requests Ji.H· in!(mnation. Such selF-serving stnkJliGnts are 
not Cl'(:dihle, given D~ivi~'s ckar rcrusnl to provide th": i.n!·l:n·mation lDivision [:;., 2))~! and 
B<Jgar· s own ose of the \Von.! "rcfusc:~d .. in his contemporaneous NnvcmlK:r :~~ l. 200f< Monthly 
J'v·lctric~ repnrL [Division l:,xhihit 34 J j. 

Ward sen! !Jngnr P<.:'rshing·~ ultimatum on N(~V~~mbcr 24. :!..OOX. I Division Exhibit 342 ). 
i\ ft~r ck~1ring l1i::> proposed ~HI~wcr with Mauri\~io Alv<Jrmlo lirst [Division Ex. hi hit :14Tl. Bogar 
s~~nt his answer. [Division Exhibit 344j. Hy Dc(:.ember 12. 200):{, SGC lwd Pershing's nns\ver. as 
by that time- Pershing had cut nff the wire tnms.krs. I Divisjon l:.xhibit 350j. 

This is csp._:cinlly true since I3og;tr (and the other RcspondL·nts) had noli~:c nf multiple 
requests f(w th<.: s;m1L~ inf(muation from <)thcr s<lurce~- fSec. c.} .. ~ .• Division Exhibit 277 (Finnncia! 
adviser Lou Sclwu l'cle asking f(lr more inl(lrmation }; Division Exili hit .:1 ?.•l; Tr. 2999: :z5 
300 I ;22 (Louisiana ~L:l1c rcgul:ttO!'S asking t()r CD portJnlio infi·H·rnation)l_ 
.1.1 l-k hclievt:~d it was important to SG(:·s growth modd IO have Pershing. as oppos~x.! to 
Lk:ar Stearns, <1~ lht~ dearing platfi.l!'ln going f·()rward-lTr. 1()24:20 -- :?.(,!:'i:lO]. Even in his post~ 
hell!'ing hrieL I3ug:~r is touting P(;rshing. fBogar Br. at l:;; (Pershing as a ckilrin.t~ firm lhnt would 
/11 the Ala/In" n(Ho.l~tlr. l'oung (ffftl (rl't.'t'l1 .?6 
UivJsi(•ll of Eofi>rt:<-'lllt:lll- ~; l'<.>sl-1 knring l\l·spom;~: Bfid. 
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convert to Persllin):!.. any denial oJ'th~;~ signdkanc~~ is P~;rsbing·s rdcntle>;s requc~ts for 

in11.lrmaliuil v~.:I'i(ying SIB's porll<>lio is not eredihle. 

I. Crccu's dTorts to avoid a llnding of sciewer and li:thilily •waq.1s t.hc ;-cconl !lnd 
fails as :1 lll!lttm· oflaw. 

a. Grt~(~H <.·aunot shift all the hlam~~ to All<•n Stanfonl 

cn.:ated a veneer oflegitimacy around !1is thwd, (ireen w~1S ~:ntitkd tn blindly p:1ss StunH-.rd·s 

misrcprcscntutions regarding that s~d(~ty and securil.Y of" the SIB CD to investors :md !'inaneial 

advisers. 'fhc crux of this :1rg1.1111t.:nt hns bc:c:n nddresscd above. Cun! rmy to Circcn -,.., 

prott:St<tti.ons, this cas~: is rwt about whether (ireen knew or should have knnwn about Alkn 

StanJi)r'd's !i·~tud scheme····· ~md there is no such alkg~nion in the ()fP. And it i~~ not ~tbout \Vhcther 

letter law th:lt the hd icf nwst b(: rer.f.\'01/ilhlc, None or th<.: 1\t..::-;pondcnt:-; lllCI..:{ tlwl. standard and 

<Hkqunt(: basis Wm<ti'-L~." [SEC'1·. llas/w, 71\4 F. Supp. tOY.>. 1107 (S.D.N.Y. ]()'.!2) (dting 

.. I!c.wnder Reid & ( ·u .. Inc., 40 S.E.C, 9~6, 990-9 l (! 962)): see also SEC' 1'. Platimtm !m·. ('orp .. 

No. 02 Civ. (i093, }.00h WL 27073 J 9, at '1'.1 (S.D.N.Y. Sep. 20, 2006) (rdiarH.:L~ (lll s!aknwnts or 

materials th.1m t·hc <.H1(~-s C:1.nploycr or the: issuer is legally in.sullieiL'nt)!.' 1 

''cn!wnec'' S(;C: Pershing wa~ "probably tl1c. htrg<.:sl and nwsl sophisticated institution in the 
i1dd.")l. 

Very nuK.h like SIB. !he issuer in Platil!um was a privately-held affiliate oft'l1e dcakr ll:>r 
whom tht..~ defendant worked, ;-md tlw op~;rati<.ms ol"the issuer and the dealer \HTC heavily 
inter! wined. 

In t!Jl' ,\.fatter o/Bo.!:ur, l-'rnm,s: ond ( ir('("/J 37 
l)i\'rsit'!l of Eul\m .. ·.~·mL"Ili':; f'<>st-1 k;~t·ing f{t•slkll!Sl" Brid' 
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h. Gre<.~1• should uvt hi..' allowed to dis~1vow his own actions and wot·ds. 

Green rq.watcdly distorts the rL~L~ord ~md seeks to use \Nhatevcr advantage possibly 

n·vailahk~ to avoid ;rdmitting his misconduct. Perhaps the most vivid cxmilplc of this is Gn.:en's 

testimony regnrding the I'L~rshing ""tnlking poinh" email. [!)!vision Exhibits 355, 356] Cin::(:n 

cl<lirns lhnt he discussed !his GmaiL w!J.id1 attributes Pershing's decision to sttJp '..Vires to ""lax 

rcpMting"' issw.;s, with Fd /.clezeil lw!()rc sending it ou\. j"l'r. 4062:S~ 14! Yet with Mr. Zdo.cn 

in the courtroom UIH.kr nat h. Gre~~n ·s attorney did not ask him a singl<.~ quc;;tion. AnJ again. 

Green did not cdl\.!r n sin~le documcn! supporting hi::; version of evcJJts ·-which contradic.t l"he 

sworn testimony or both i\lr. /,(:!(:;en and J(lhn Ward. I Tr. at 854:11-24~ L)27:24-92l-::2j. 

SimilHrly, (irccn tries to ~tbsolw himself lrom t\~sponsihility l()r !"he Training and 

·rraining and Marketing M~IIIW:tl.., 1 < inx:n 13r. at 4(1 j. But the bet is, ns Orcc:n ndmiltcdly knew. 

llH.: Training n.nd [\;larki-:ti.!lg Mmutrd (emplmsis added) was distributed ns parl orthc SIB C'l) 

!mining f·()r SGC·s dotnC:Slic finnncial ~ldvisCI'S and Green ted the nlarketing. portion ol"the 

training. jTr. ~()]t): l7<2l: see also. Tr. at II (J3:25~ 11 M:3 (Knrvelis confirming th\1t m~unwl was 

distributed in cnnjunct.io!l wi11l ( ir(:en·~.; 1raining) 1. He nlsn knew it was nvailablc to financinl 

advisers on the in1rancl. !Tr. Jt)4(J;:::'>-395(J:PI. And he also n:<.Tivcd it himself. !Division Ex. 

901. c;rcen's claim did llOt knmv the con!ctll nr· the Tr:1ining and !\ilmkcting fvlmu~;d generally·-·· 

is simpl_v unh~.:di~..:vnhle. 1:' l'fr. 37(,2: l ()-3763 :~I· And (.ircen's claim 

It is <.wen nwn.: unbeliL·v:thk in light (1fthc public record. C1Ju~n testified <.~xtensively 
(W(~Il over two hour~) r\·~r,arding tht: Training and Marh~liug Manual at. /\llcn Swnf(ml"s crimina! 
trial, conlirming that h~:: had ""seen it hel~lr~~.-· fSlT criminal transcripts volun1cs <'l-5 at l(U I: 17-
1055:17, J3J4:22-2J, publicly availabk at htt.p://\\/.\Y~Y .. ~~,l: .. r~ihcl~:(m·ti{i<.l~:(~J.,}~)4(,_0_7/All<;P:: 
S.t<:.tJ) hwd-<>i I.D.i.n:tJ-Trial::]·n~n~~ri pt: \'.~~.l.~t.l.lll'·4-J all.·)6·.?.tl.l..~ ;111d 
htlp://www.scribd.com/doc/:) !.)OS 1 XX/AIIen-StaukH·d-Criminal-Tri<ll-·l'ranscript- Volulll~:-:'i-Jml-
27-20!2]. !vir. Green tc~stified l'XI~:nsivdy ;il101.1t the subheading of the m~wwll cntitk:d ··1 !ow 
In 1/ie Afurrer <.!(Hugo/', }'ollll,t! ond </n:cn 3S 
Divi:-;ion of Fnf()n:cnwtiJ" s l'ost-!·h.'ilriHg Rc:;pons<.· J\t•it:f" 
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that~~~~ never ''used" lllc Training aud i\!lurkding l'vfanual is beside the poi11t. l'fr. 37()2:7-~]. Tile 

point is t!Jat ~L:> part or their training prograrn, Gn.:cn (along 'r'oung) urrmxl th(..· linaw.::ial ml vi:;<.:r.-:; 

enn1inunus nceess to <Hl the intrunct) i<> us(~ in mnrkcting the SIH ("!) h'1 investors. !<)IP at ,!,II)-

!7; ·rr. 41 X:J.2-419: I; I I (14: 14, I XJ. 

Similarly, Cn:cn tries to chclT)' pick and distort the testimony of th<.: investor witn~:sscs in 

;1 misguided nUcmpl \(l minimize his misconduct 11
' For cxnmpk, Gn::<:~n {\Vists J:Hn<:s Stegall':-; 

lt:stinwny to cbim th:.tl he knt'\V he \V;Js investing in a risky product. fCirccn Br. at 31-321 lVIr. 

Sk~gall was crystal ckar that this \ViiS no! !ht~ case, and that he and his wifu ,:ould not <il"hlltl tn 

Jose their SIB CD investment: 

() And ;It that poi11t in time one<: you retired ;llld 

yn11 rnt~nlitlm~d your f<">cus shilhxl. whnt \V<lS your main 
goal with respect tn 1his mont'y? 

,'\ ll's I(Jr int:orne. \Ve slartc::J drawing the intcn:st olfthc CD!>. 
Q Okny. i\!ld \.VUC ynu wi!Jing to ri~k thnt principn!'! Is this money you could 

af!(nd to lose 
1\ Nn. It's all w~.: had. 

S\:cun: is Stan tin·d I nt~:nwt ional H;mk :·· l.ld. at I 04X: 20 .. 1 054: 2..JJ. Pag~~ K is contained wi thl n this 
s<.:ditlll. IDivhiun Lx. 742 at 11~121. 

On.:•cn aL<><I makes a great deal of the n1ct that Tnm Moran did not appear to testify. /\s 
Gn;~en ·s l;Ouns~:l kmnvs. 1\·lr. Monm is ill nnd was instructed by hi:::: duct(\f' not !(.\ testi (l"- The 
Division lws nttnchccllwr·cto as 1:.xhibit A a letter produced to the Division during the trial. fn 
light of the tirnc spent on tri<~L the raet that represt~ntations to i\llr. Momn were merely 
rcprt':scnt<:Hiv~~ ofClr~:en's misconduct, and tile fitct that Jl(\ (it::l'tnsc counsel raised this a~ issue, 
the Division did IWI !l~d it nt~c~ssary to hel<thor tht~ point at the time. 

ln any event, as noted in the Oil>, the quote in paragruph :29(a) \.Va:-> merely om: c:xampk 
or many ur the types or statements made by Green rcgHrding the snfcty of the SIB CD. Aside 
li-<nn the tc:stirnony Ill" the other investor witnesses, which :l(h::quutdy provt:~: lh<...~S(: IY!)CS or 
sl<tk:1m·nts. Grccu "sown training pt-cst~!llutions have him slio,ving the SIB C!) ns having an 
(~:<trcrn(:]y low risk profile \Vhich would he similar to thar of U.S. treasuries. [Division Fx. 2! 
a1 39-41 (SIB CDs hnvc '·)oi..V"' (:rcdit risk -· which i$ the sam(~ k:vd of' credit risk 11s cash and 
l:quivaknls)l. 

!Jt i/11: A.la!/i:r o(8o,!!W", )'ollllg am/ (~'ret'tl 3<) 

Divi;-;ipJl or E!trun.:t:lllL'Ill ·~· Po:-:!. 1-karill):~ Rc-~;pnli~L' Brief 
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() Ami i;:; this lht..~ money you wert..~ planning to live otr of' for :vour retirement'! 
~A '{ CS~ 

I Tr. l41JS:20-1499: ll 

rcg~.m.ling the SJB-n.::latcd cornpensalion.-1
·
1 !Green Ik <:~t 3~ 1 H<l"vVcver. Mr. Stegall \:vas clear 

ihat it would have hccn important f(:ll· him to know Hb<..IU! the full extcntot'eumpcnsation that 

SGC and t!reen were l'(:c~.~iving from the SIB CD:-;;. ITr. J 506:22-150S:2l: l5cJ.:~:2J .. J54S: II So 

WlTC ('indy Dore and Rober! Smith. [Tr. J 4 I 5: t 5-14 t 7: !5; !560:!.)--1 ~(, 1: I I: !562:24-

I )6): I 7 J. OrcL~Il J ikcwis(: claims that Ms. Don;~ nod Mr. Smith intended to im·(..~Sl in a risky 

product. 1 Crccn Hr. at 26-30. 33.! Again. both invc:>I<:Jrs \vcrc: clear that they w(~rc interested in 

c:tpital prcscrvalion, and th<lt they invested in the SIB CT> h:1scd on Crccn's ;l:<surm\l~~s about the 

<.ir(:(~n. [See.(:.g,_Tr.l40:':::~-l~l09:6: l414:l-l415:l·'l; !55(d7-l)5X;,); 1559:22-l)hO:SJ 

Finally. Gt'ecn repeatedly cites tn the testirnony or n number ofwitnc:.:~·H..:s ··· ... som(..: <..If 

1.vhom he~ claims ''OV<;~rhcard him interacting with customers" ··· rn support his assertion tJu·lt he 

Mr. ( .'omeaux <·llld iVlr. R:Hnrseh w~n.~ quill: clear that tlli.:y nevc:r s;rw Green prest..:llt the SIB 

J '} 
(lreen's bri(:!'rcfcrs tn the "SIB CD referral fee.'' Hc..IWl~Ver, S(i(''s l~tilun: In disclose its 

SliJ-n:;lnt(..:d compensulilm and finnncial de}x:lldl,\llCC go(~~ hr-beyund fhL: rcktTal fl:c ... including 
the sales t;untcsts, bonuses. ::;pct:i<ll trips, Green's S3 million honus, etc. IO!P at ,!,!20-271. With 
rcsp(:d tn Mr. Stc)ptl and Clr(:cn's other <tdvisory clients. Gn::.cn hi!ll:';Cifhad an aflinnaliv(: duty 
to ~Kk·qualdy disclose all connicts n!· interest. [In the Matter ~~I' Valentine ( 'o;n'r.al Asset 
:\Jonogl':mcnl, /1/c. and Jolt11 !.co Va/('!1/ine, SEC Rde~lSC N(.l. (;\<W~m: Pile NP. :1-1407). (Sept. 
29, 20 l 0); Tr. 1 :'i02: 17-1504: ll (~:stahl ishing advisory relationship) 1. SCI<",: ;lfkr ... tJ·w-!lJct letter. 
which disd.oscs nothing other tlwn the .:1°<, fc(! to SGC and tile ft·lct th:H "'.':l(i(' !not the individual 
fimmdal advis(:I'j may r(:edve additional incentiv<:: honu~'- ndts !~tr short of this standard. l G-247 
at l3] <~~1nphasis nddcd) 

ln tlu· Mallt~l' o/Bog(lr. Youn_(~ am/ (irt-'1'1'1 411 
l hvi:;ipn nr EuJ.\.>n:t'lllCnt's l\1SI-lll:;lring R<,::;p(,,>l);;e l3rid' 
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CD to prospective invl:.':::;tors.'\;; The third. Mr. hmtc1wt. W<l.-:; nut pn:scnt at the m~::d.rngs b~~t.,:.,·ccn 

Cret:n and Mrs. Don; 

rcgmding both the in:->ur;nJcC protecting S!B nnd the ~afety of the undt:J'Iying CD portt<.llio. jTr. 

:n46:24-2747:4j. This leuvcs the invc:stor testimony undisputt:d, aside lhm1 Gn.~cn's ban: 

den inL-:;, 59 

'lhlt (ireen is forced to stand alone on th<:sc issm:s is <.\n!y rurthcr l:onfirnwd by his dnim, 

based (HI~~ singk email from 200-f, that he applkd an "uncompromising insistence" on the 

'"goh.ku ruk" of ::-llitability.'10 I Green Br. :1t .)-4.1 < irct.:n, llo\xev~:r. ignores overwhelming 

Mr. Batarseh testified: --·robe honest with you, l d<,n'! think tlwt I ever saw him in a 
client presentation lo the hcsl or Jlly rceollcc!ion. IJH;~\'~~r went to a client mcc..:ting." [Tr. 
1276: I 0-12]. Com~:<JUX acknnwkclged thaL (ireen oniccd in Baton Rouge, hundreds of mites 
frorll Mr. COHlC(lUX · s o rl!ce in H ou:;ton, and th:1t he could nnt r<;:<:all ever part il~ip~tl i ng in ci Iller u 
call or ::tmeeting bet\veen Gnx:u aud an inv~.~stor. ITr. llOS:l'>-!!0(,: 14!. Mr. ('nmcaux fwiher 
:K~knowlcdg(:d tlw.r Grcc;n wns not f<mhright about all rch.:v;ml inl.i.~rnwtion during his !im(: nt 

soc. IT'r. 1097:17-!0l)~;Xj. Fin;:d!y, Agent WalTher conflm1ed lhullh(.: rm did nof interview H 

$ingk on~; ofGn~cn'::; im·t·stnrs. !Tr. 224(): 12-14] 

.\') 
It is striking th<tt ( ireen char:tcterizc:-:; the investor ~~~s!imony as "'sdf:..scrving'' or ''biascd.'

!Cin~~;:n Br. ui2.4, 57]. Only om: inve:~tor lwd cl l~nnili<tl n::lntionship to anyone in this proceeding 
- (irccn's brother-in !mv and fill'lll<.:r SGC (:rnploy¢e Walter Alvarez. Each invt.:s1or c<d!ed by 
the Division lcstiticd pursmmt ((.1 <·H.Iministnnive suhpocn<1s and nsi(k from whatever rniniscuk 
pro-min ~hnl\~ Tht::y might receive of any rec<IV(;T)' f'rorn the r<:!)p<.md~.~.nh- lm~ llothing to gnin 
fi·orn lying klhoul \Vhat Green told them. Gnx:n. tnnvcrsc!y, is trying to s~tv<.: his <.~m'~;(.:t'. In 
addition, IlK~ l1..~stirnony (\f Mcs~rs. Alvarc:t. and 'fhcvcnol d<K:s 110t help ( ireen·s case. Mr. 
Alvarez te~tilied thallhc subjc.:cl ofinsur<HIC.:.:<.: nev<..:r .;amc up. ITr. 15473-7j. Mr. Thcvcnot was 
a sophistkakd investor, \Vhn had 1he luxury of having his pc!'S(lf1i.d ('P /\ review the SIB CD aud 
was willing to take on a risky invcstnll:nt. jTr. }(l<J7::')-(,; n(H:2l<:!2'j. It is :1lsn notable that 
both Mr. i\lvnrc:?: nnd [VIr. 'flwvenot have backgrounds in bankiug <tnd insurance, which kept 
them Iron\ being miskd!c<.>nfus~.~d (lbout ~11-rs insurance covct'<lgc. [Tr. 2)4:?.:! .)-15; 26gB:20· 
25!. 

·ll' ( ircen attempt's !O holster his lack nt' dOCUmentary ~:vidt:n>:e. by l'iliug to d(lnl!llCJll'S nnd 
IL:slirnony lhal are ltol on poiut. 1 Green Br. at 4, rn. 7J. i\l! f(lur exhihirs circd by Cinx~n 
rd(:n:nce the S<ll1k~ slide. which only addr<.;sses suitability ill p<tssing .. ___ if at' all. !0-2)4 at 20: c·;.c 
2<\1 a! 32; G-2(14 at :iO: G-:?68 ut 30]. In ;tddition. this slide mu~l be read in l!H.: ~:.onlt.~xt ot'tlw 
n.:latt~d .-:;licb;;, which greatly downplay the risks ll~>so(:i:tf.~:d with the SIB CD and empha:>ize that 
S fB has "successl'u!}y managed this risk to lilc b1.:1WlJt of depositors I ... 1 lt-11' ncnrly fW(~Ilty 
In !hi' Aiall.r··r n( Rogur. rowtg and (~·1'<'<:11 .f I 
Division nf'Fnfllt',:cnwnt's Pn:;t-lkaring R.:sp1•n:;~,· Brk-1' 
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cvidenL~e to th~: t:ontrnry. Marty Karvdis t~:~! i rfL'd !hat he hnd no memory of (irct~n mentioning 

!h(: .. golden rule .. during his tr~tining, and thnt "'the vasr emph:.tsis oftlw training wns s;·,ks:· ]Tr. 

1179:20-1180:12. I fvl<.>St import<nJl!y. the nflncatinns ofGn:~~n·s n\vn invcs1ors undercut his 

mgumt\IH. For example, J:trlH,:~ StegalL a retiree looking l()r slc:tdy inL.nme and princ.ipal 

l·19X:4l4tN:.S !. Rnh(:rt Smith, also a rctir0t' l01.1kirH~ !'or :r conservative inv~.:strn~nt. had rough!v ... .. .... 

)(Y,~{. of his retirement. s~rvings allocall:d [(I the SJB CD. ]Tr. at 1560: 15-24]. lu sl1ort, what 

Green nctually did with his cli~.:nt's money is rar more probative than wh~:l! he daims to ktve 

said. In addi!i<)n, these real-world ::d!ocnt·ions are consisknt wi!h Cirecn's model a!loeaLions, 

which recomrncnded thnt income invt:st<.WS pot 20-)0t~;) of their S<lVing.s in the sm CD. [Division 

Ex. l 04 at ::ql. "Thc~>c nll<K~Hions. bnth modela <1nrL more importantly, real-world, sinwly cannot 

be :::>quared with CrL·cn 's d<·tiru th<lt he had an "uncompromising insistence·· nn suitnbility.'11 Nor 

years." IG-254 a1 19!. !n ·n1cl, 21 orth<: :IS slides in Cin.:cn's prcscnflltion downplay lheri~·d'l.s of 
the Sl f3 CD by emphasizing the l~!ClOrs that purpnnc:dly "n1itigatf cr the ri~k:-; of !hL~ Slli (]). 
! G-254 al l (l-1 ~' 20-37 j. FurthcrmNe, Comct1ux 's testimony ng:-lin, cited oul or conte.xt-
does not support Gr<.~<.~n. Comeaux m(:rdy st:1ted, "l hav<.: no r~::ason lo think'' Gr(:cn wasn't 
mindfi1l pf his suitability obligathms when recommending the SIB CD l{) his cli~.:nls. !Tr. 
I 05::;: 1 6-22). !\::;a threshold m<tlter. iVlr. c:·~>tn~~<tux never saw Green present th(': SIB CD to :m 
invcs1or. !Tr. at l I US: H.H I {)(1: J.:q. l:unhcrmorc. Comeaux tcstilicd that: ( l) he was 
unc(lm{()rlnb!e \Vith the :-;ales contests that Gn.:~:n ran··· and stt:ppcd down as SGC Pr'csident. in 
part as a l'l:Sldl (..lf' tilt:~ I("ICUS on th~: s rB ('I) [Tr. 1 039:.:L J 040:2; w:n:! X-1 035: 17 j: (2) he 
believed Green's model allocations wet\~ inappwprinte lTr. !099:22--llOO:ol; and (:1) Green 
\Vitbhdd material inli:mnntinn r(~.garding the risks ot'the SIR C!) I.Tr. I 097:17-! 098:81. 

·II Green would npparcntly have us bdkvc that tvk':isr~. Smith and St~.:gnlL who retired alkr 
long cnrecrs working ul ~..:hL:lllil::tl/oi! plnnts in Loui~~innn, were "aggrcssiv(:" income investors 
who were willing to knO\:vingly place over lwl C oJ' their I if(~ ~avings in an uninsurl'<.L <..1flshnrc 
product that c<:1rricd '"suhstanti:d" risk nnd no prin~.:ipal prolcc1i(lll. I:Cireen Hr. ~T 4·1-46.!. 'fhis 
docs not pass the srndl test, ;md is cnnfTlHiieted by th(~ sworn testimony <..)r hoth investors. 

In the .Mafh'J· 1!/Rogm·. )·'mmg and< in·'('ll 41 
Divi:;ion or Ln[(Jrc~~!Tl~'fll.<; J'osi-IIL:arirlg lh::-;pons~· Brid' 
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his trai11ing prtsenlatium; cnnt.ain no 

' Young's ad hoc ch;dlcngcs tn his schmrer f:1il. 

In his initial hric{ Youn~ seeks 1o discredit several argllmcnts the Divisi1'n 11dvam:cd at trial. 

!·k !itils. As an inilia! mntt<:.~r, lx:cause it highlights his "'stop nt. nothiu1~-- approach to avoid liability. 

it is worth rwting )''nung:s inaccumlc and unbir ac~:usations againsllhc Division's t_\XPL'rl wilness. 

claim mnde at tri~1l. n<·lmdy. th;tt, acc(Jrding to '{oung, t!JL": expert could not idcnlif)' ::~ny substantive 

dOClllllents !h.HH 'Y'rl1.111L(s due diligence file. [Young Hr. ;:tt. (J-7]. This <ts~ertion mis:>l:·llc:.; and 

contorts tlw record. Doug I kndcrson listed Young's due: di! igem.:t.~ !"ilcs nmong th(.~ documents he 

n:viewcd in prep:tring h{s expert n::po1i in this nwUcr·. fJ)ivbion E:<. 746. Pgs. 19 and )Sol'_;:),:!.; 

'T'r. ·:: 1 17:h 21!8:7~ .?.1 :26:17 2! 27:4: 2!.)2: l ~ ·· 21 ]3: 11!. \Vhcn questim1ed nn cross-

(:xamin~llion. Doug lli:!ndcrson idt..~nti lied in ddail most, if not all. o I' the documents in Y nung's due 

diligence tile nnd cxplai.nt..~d tl!c dreurnstanccs 'r'oung cit<.:s here. Mr. l··lem:k.r.-:;pn's t\.:stimony, and 

Inn mbkadi.ug attempt to avoid his own won.k Gr(:cn tries to argue that the Divi~ion used 
rhe ·'wrong" example ol"his training prcsent:ttions. (ircen states thn! the f)ivision "n.:peatcdly cited 
and rc:!ied on ~.lidt..~ pn:scntation::; Gret..~n never pn:pan.~d or used.'- T'his specious claim g.n:atly 
distorts the: record, The pr<.:!';(:ntation Green n.:!C:rs to as on~.~ he never used \.:t.ltnpriscs the second 
<Jtl:tdnnenl to the t..'mtlil in question. pages 85-123 of Division Ex. 104. llowcv~:t', the Division 
primarily used the tirst atl:Kitnwnt to Division Ex. l 04, p<1ges 2--J·L \.vhid1 ( ;reen admittedly 11::-:cd 
fp tndn fmm1c:ial advisers. See, e.g., Tr. at ll S6:5" 1160:20. Tn the extent !h(' Division used lite 
s~:<.~<md attachment nt tri<ll. it J(H,:Ust..~d on slides tlwt were substantively i<knri~:;d to the first 
attachment t.o Division Ex. l 0·'1. to Gr~~~n's own exhibit:::, nr to orher prcs<.:ntnlions ;1dmincdly 
used by Green: Tr. 1! 61:7- IN, Division Ex. l 04 at ~8. l)ivision Ex. 104 <\!.)fl. Division Ex.;~ I at 
;n, Cr<?.(i4 at 27, G-7 .. ')4 nt :.'.3 (no sh<:H'l.~ho!der dividends ~.:.:vcr tak<.:n): Tr. ll (l:2: I~! 9, Division Ex. 
! 04 HI 9')-l)'J. Division Ex. J 04 at .~ l, Ci-2M at 2X, G..:?. 54 at '22-25 (investment phi!nsuphy, 
process, rmd (\Vr..:rsight). Finally, tcstiluonyduring trial cstnh!ished tlwt Gn:-.:n":; prescnh1tinns 
were l:(,nsistcnt (lVl.~r time. :u1d tlwl thl: actinnnbk misrcprescnl:Jtinns r(:gardinf..', till: saf(;~ty nnd 
sctudty or lht.:: SIB Cl) were prcs•mt in all Vt:I'Sions or his pn:~~.H.::nt"lions. jTr. :H· I :1'17:4~1 Vl0:21]. 
This includes the p!'cscntations Cr(.~<.:n gave to investors. which notubly did nnt indud~~ the 
dis<.:losurcs !i·om the c,m1pl l:mcc p1'(:scnt~ltions. !(i-:~5.:1-J. 

/11 tlw :1-luitcr o/ b'ogor, )'o1111g mu/ (in:t'JI 

I >i vision ol' En t<:•rccmcn!. s l'nst-· Hearing Response Bri~.: r 
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\' oung · s atrtmpt to misconstrue it. fun her curTnhmmes Mr. I kndt.:rsun · s ('X pert 1Xlncl usions. [ Tr. 

a. Young's knowledgt.• of SIB's illiquid prival<.~ (~quity inv<.·stmcnts 
confirms his scienter.J.:\ 

·Young cannot· explain <~way the fact tlwt he knew SGC m<mag.ed u ::;uh;.;tantinl amount nf 

SIB :1ssds thnt were in the l(mn of illiquid privnte equity investments. Ynung nlleges in his brief 

!h1.1t lhl: Division has ll~lt nffer~d any ._:vidence that Young knL:w, or '..VHs n:ckkss in not knowing.. 

lhnl SGC managed ~I H \; pri vatc pnrtf(l!io. 1 Young Br. at I 2 I· ·ro the contrary, lhl? record i~ 

repkte \Vith ~~vidence that Young knC\.V that SGC mnnagcd sm·~, privak equity invc:stments 

pursmtnt to an agrecrrJc.:nt bd\wc:n SGC and SIR. -l·l fS(.:~~ F.encr·:·J!ty ·rr. .:;.-n1 0'\4X4: Div. Exs. 

:-'.10, .)().";, 476, 4](), 6'70 I· lnde(:d. ·Young rceeiv'Cd quartcdy spn:.\tdshccts prepan,~d by ();:;:ic Pi 

which spc:cifically scg.r~gatcd the private equity illvcstm ... :nts nWIH..:d hy SIB. I"Div. Exs. SJO, 

50:), 476, i!Y>, ()70J. Whatt:.vcr the sourci..: of tl1cs<..~ nssets, this knnwlcdge. ~11 th<..: very least 

AmL this i:-: 1101 changed by Young's unsubstantintcd n.:pr·c:-:cntulinn (cv~:n lftru(:) that 

Stanlil!'(I'S pcrsonalmflOC:y was purportedly hcin~~ used !(:Jr both entities. According to '{oung, 

Tnm Sjoblom <H..Ivi:;;(~d hin1 tlwt S(JC did nolm.:t:.d to prnduc<.: docum'.:nts to the Sh<' rdnting to lhc 

with the STB inv<..:stnwnts being rnanugc:d hy SGC. 8ut even i r it did, Young intt:ntklll<d ly failed to 

. .J.l 
/\s cxplnined in the Division's initial hrid: this is ab<) true of Hogar. 
'{oung :ds(1 knew 1hnt SGC n..·pi'L:s~:ntl:d to the SFC' in ivl<l}' 2UO:'i lh<tl SlH h:1d only 0111.~ 

invcslrnc.nt p<,rtli.1lin. !Tr. 3-:186: 1·1- '.4:-:'/: I (l; Y<.>tlllg t·:.x. 1 U at Bl::\r OO:'iS54I. 

/11 tlw Afarrcr ui"Hu,!~lll", Votmg om/ Gn•t•n 
I )ivisi<lll nf Enfi··,!TL'rll<:nrs hl~:l··l·k~1ring l{<:~•p01lsl' Brid' 
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lt1lk~'.v up or hurkd his head in the sand rn avoid linditt~.! lllH til<..: truth. t.JrJ<.kr lh<..~ circum::;tnnc~s 

or this ens~:. as discuss<.:d (lbnvc. 'YotJng could not simply r~.:Iy on a single s1::ltr..:ml..':nt fr()m Allen 

b. Young <.'~mnot minimize his knowledge of (~mH.:crns about SIB,s 
audit~t· . .J;; 

To avoid tlH: ~:omnwn,.scnse and common ~.~onc(:rns about SIB":; auditor. Vnung argues 

th~lt the Division ofli..Tcd nn cvidenc<.' that C.A.S. 1-h:\vktt. SIB's auditor, wns ever cited t~ll-

unauthori:<.cd, unethical, or i!lep.a! acts by /\ntiguan or sovercig11 mnhori!:ics. fYoung Br. at 5!. 

'Young's argument J:t!Is short. 

First. it is U!KlisptJtcd thai 'r'oung never met with. spoke lu, ur cn~n nt1c:mpted to contilCI 

his dut~ dilig<..:ncc !Tips to Antigua. f'lr. .:U~): I 0-12J. ln fil~~l, lite only due dilig,~n<.:e that \'oung 

perf(:g·m<.:d nn l·lc:wletl was prin!ing pag<.:s nffthe wcbsitL:s <d'!\VO nccounting ass<..H.::iations thnt 

., .,<)"' l ... 1 ,)_. n: {) . 

S<..~cond, Y nung admitted that it \V(lS widely .. known within SCi<: th[tt financial advisers, 

nwnaging directors. and newly-hired sccuriti(:s profession<:1b :-;:!mngly believed SID shnuld have a 

larger. more n.::put<·lble auditor. JTr. :n82: 1·4 330.~:2: 3)4::'.:) .... 355:14: -:!24: 17 .:Q_(); !6_1. LtsL 

'{(l\.lng kni:.':\V th<tt sm purported to pay [ lnvktt ')(l0.()()() to ;tudit aSh·-~ bill inn. globally-diverse 

investrn0nt portl()lio. [Div. I:x. 624. Pg. ?..S or 38, Note I 0~ Tr . .33)::4: I 2 ~\,"\::\5:51. How()vcr, 

Young did not know whether that was ;1 reaS\lllrth!c Jt:e to pay J(\r such s<:rviccs, no!' did he seek 

guidDner: <lll tlmt issue. !Tr. .BB5:6-15j. 

It goes withuul ~;-tying tiJ:·lt this was nol tll~.-~ only ·"red t1n.s."' Young ignnrcd. !t i~. 

)H,)';\'CV<..!I'. 0!1(: of the fe\V that '{ <)l.lllf\ tried tO rebut. 
In th•: Motter nl'Hogor. )'nun,!: i./ltd Grcl.'/1 
Division ()r l.:ufor<.~\:mcoi's Pnst-1-kaJ iug !~_e!;pnnsc Bm·r 

45 
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c. Youur.:. c.~annot liYoid liability by ,-dying on FfNI{A ·s n~vkw of lh(~ 
mm·l~cting hr·ot.~h u n~. 

'{nung arguv~ that he should rH)t !.w l.ldd liabk because FINRJ\ sent him n letter in 

J:muary 200:\ findin(), th<ll ltw SIB C'D Bwchurc suhmiued by '{c,ttn.g, t.::orll:lining n~visions 

requiH~d by Ff.NRt\. <tppcHred L~Pn::;ist~.~nt witll FINR/\ Ruk :2210. fYoung Br. al 7J. This is 

si1nply not true. 

141053/058 

F<.H' ~~xampk. on cross-examination, Young cnncc:dcd thnt F!NR/\ was not in a position !o 

wrify statements of fact ahouf Sll.3's !Wrtf()!io contained in the Brochure. ll'r. T19.'i:J(J-::>S; see 

also Tr·. 173 7; I 1-171. i\tlnreovcr. '{oung was in~~ much bcller position to verify these facts. yet 

he never advisccl F!NR;\ 's :\dvcrti:.;ing Depitr!mcnt that neil.h<.:r h~:, nor anyone.,: at SOC could 

vc::ri(y any ol"the represenUJtions in the l~mchure nhout SIB's pont'-.>lio. 

1n l~tcl, i11 I:T'\R.'\ ·s Jnnuary 200k letter. FINR/\ ~Hlviscs 'r'oung tlwt "il i.s assumed that 

the m<tk~rial docs tH.lt prnit rnatcrial i~u.:ls" contain statements that are not factual, or offer opinions 

'IIH.l do not \~Orl.~titll{(: finding~ <)f complinncc with, or violations nf FINH A or S!·:c ruk.s." 

!Young E.'>. 81 at BFY 6·:100: Tr. !7.1~:4 17.\9: I OJ. 

Final !y, 1!11.: Fl NRA rcvi~.:w did not adtln:ss the representations at issue in this case. And, 

noiwtthstnnding these dtangcs required hy !'INRA, <IS ~.:xplain(.~d c.:+::\~V,-'h(~J"<.\ tht· updated 

misleading or incomple!(: ·· including, f<·H· cxnmpk:. the rcpresL~ntution that "I t.lht..~ hank's a~scts 

ar~: inv<.:~t~.x! in~~ v.-·dl-divcrsilied pm-tf<>lio of highly m.:-~rkc:tabk: sccuritk:s issued by ::o!nh!G 

In the Afalh'f' u//Jo.~~l/1', l'tn/11,!~ om/ (;,-,.·(·:n 

Division or L:'uJ\nCI.'Jlll:llf':; Po:;!,Jk;)rin):. f{t::'fiiH)S(: Brief 
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govcmmcn!s, stwng, multinational compank~s. ;md rnajor intermtliona! banks."' 1 Tr. 173X: I :2 

\'oung':-: in!cntiomli itlld n.~ckk:ss rniscnnduct. 

d. Young misapplies tht~ standard ncccssar·y to impose temedi(~S a~ainsl. 
him. 

\'oung tHlmits in his hticl"thut a tinding t)t'\.villfulncss requif(:~~ merely an intent to do tlw 

act \VIlicll ~;onstitul~~s a violati1m:' nul i!Jtcll! to viola!(: 1hc law. But he nevcrtlldt:ss <trp,u~;:s that 
that the Division has o!'l(:rcd no evidence that Young int(~n<kd to do any act(s) \Vhich con:;titutcd 
a vit1!atinn.! Young f-)r. at 4]. How(~V(~i'. it is undisputed that 'Young intt.:rH.!cd fn, and did a 
vari(:ty of spccit1c acts that resulted in t>ccuriti<::s lnws vio!atinns and which fr(~qtH.:ntly a! so 

con finn hi:-; sci('JTfcr. im:luding: 

• approvin1-.'· SGC·:-; usc o!"thc..: Ol'.l~:ring Documcllt!> '-'Vith U.S. investors f"['r. 334:\: !() · 
3.14'):12: :1}:"2::?.} · .3:'5:1:1; 3353:7-13; 3405:U-l7j: 

o tr:tining SCIC fin::tncilll advisers using the Tntining ~~. Markding rvlanual nnd the 

PowcrPoinl training J..m.:scntNtit:>n [Div. Hxs. I 04. 742: 'T'r. I 163:18 !164: lJ, 
3414:21 ·· .'141):): 3:2(l0:2l .... 3:?Jd:IO; J4!'.>:15 3421:201: 

• allmving (itl !i1ct. rn:·111dating) S< i(' finnncinl advisers to use the Tr~tining & rvtnrk(:ting 

i\·lanual f l )iv. r:x. 17: Tr. :12(11:! ;).,. I K J-:12! :21 ····· 3422:251: 

• conuuctin.l!, due diligci.H..~C on SIH and !he SH3 CD ::~nd t:1iling to vcri(y .. 17 lll~: 
n.~pr~.~s~..~nl(t!ions mmk about SH:fs pncrti1lio in the offering doculllcnts. th1.~ Training 8.:. 

IVI<trkcting !vtnnunl, nnd the training presentations, whik fldling to ;tnswer !h(: ultimate 

·il• 1\nd. ns th<: Cnurt knows, a sccuritil:s prof.i.;ssiunal may not excuse his conduct by relying 
on the net inns of a regulatory nutlwrily. 

1
., 

'•, 

Ynung arg.u~:~ tlwr the Division has knmvn since at ku~;l2005 tkll STB would Ill.)! authorize 
disdusun.: t.>l'tll~: nssd !Hi X or !he Sin portt(·llio. I Young Br. ;tt I .~l Fn:n Sl~Ver;-d yl::·II'S l:!!~:r. Youn,P. 

cnn!itlLI\.:s to <lvcrlnnk the obvious inconsist<:ncy hclwc.en rhis posilion and ilH.: t}rcl h..:: knew a~ SOC's 
(.'('()that: (t} S(i(' rmna)!.t'.d SIB's private equity ir1wsttm:n!s [Tr. .)471: l <) 3·172: !.~. }:J'f7- .\·lS2: 
Divi~;ion l~x. 570]: and (ii) a gr(lup in Mt~mpllis, Tcntll~sse<~ k:d hy Ltura Pcn<kri!~:st.{!nl! and several 

S( I( ·.re!.~i!,f.cn.:d :1nalysr~ purportedly h~1d compkt~: ;1~·ccss I P SJH · :; invest rnent. pnnl(·d ln. ITr . .3491: 1.1 .. 

:w>:u. :;..:J</4:14 ~149X::.?5 .. t'loo::~-13. 3503:19-23: L>iv. Ex~. 7!.0 and /2(1]. i\nd. nf(;nurse. tht~ 
Divisinn kept asking. unlike Ynung. 

lrt illi' ;\.fatter t'(Bu.\·!tlr, }'t,•llll."! a11d <.Trc<:n 
Divi~itHl •.>1' Enfi.>n~~.·m-:nr s Pos(· i knring l{ef;pon:-:L~ Brit:!' 
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. I .. I r·;· ., l'l. ,.1 -~l"'..,(J ~·llJ< ')! ~-(·t·) LfUeS!!Ol1 \1' WI.\' 11'1 {/("pur( 0 10: r .. U)); ,)-.:. ; . ·· .>;(l-..:. ; _1) }·t:.:. 3505: l!: 
:;50S:B-l21: 

• <!pproving rni:·;J<..~adi.ng talking points that \vcrc disscrnin;1ted to inv~~stors hy S( iC and 

its financi~ll advisers !'Tr. 35X~1:7 3585:21. 35SC): 12-25, J59 I: 14 3 ::;n:K; Div. Exs. 
-!(> -ll "t·' -.1 S -11 S4t]'1:-t ) ... ) . .) -- ),; .. , ' ):. ·< .. 1. : 

• allowing SGC to pmticip:·ttc in undisclosed single--product suks cPn!csts ~md to ofTi..:r 
outsi:r.cd rinancinl incentives l\..1 !'inan~,.~ia! ndvisers t(Jr S m CD snles !Tr. 3552: l3-l.S, 

:'\.S5:~:6"·17, 3555:20 3556:1, ~55():17 ·· 355C);J L Div. F:-;•.;. K(l, 406, 4}],497. 1\'l'J; 

and 

• approving. mislcnding rcspor\S(:s ("damag<: control with a SIB clk:nC) to concerns 

raised hy CP/\s or at knst two SCiC dients without independently veri tying sevcr:.d 

!'(:presentations in the communications ! Tr .. 'A:'i2:2-l (i: 3460:9--21!, '14(1);! I -·25: 
·)·l~·l·")- ''44411 ~l-'' Jl D' !' '71 7 1 7t) ··.:;;, ·-L• "'(} ((] . '• ('(71 Y'U~~: .... -), y· '': · Y· ).): ; JV. ·•.xs. . "•, . , () __ l. (\_::-.,~, (lh . \) , ()()(!, ) l , 

Tiler~.~ can lx: no duubt that )'oung acted willJ\.dl.Y and with scienter. 

Ytllt!lg orkn:: another ith.:redibk explanation !in· \.vhy he ''W<:IS not 11\VBr~: ol' <'illY mi~::reprt' .. ':cnt~llions 
or Olllissions or m:l!~:rial l;Kts'' w!H,:ll ill..~ !'l:Vi~~Wl:d and :tpp1"(1Vt:.d i! "Mcdi:J Talking !\1int:-;" nll~mor;l!Hium 
in Fdmtaty 2009. f\'(lung Br. HI 15 [. Several <.~s~;ential f~,cts, including '{outlt-~.'s nwn L:xplan:-ttion. 
discn:dil this <~~s,Ttion. First, 'r\:"ttmg kn<..~w that S(JC hnd no idea wh<·tl W<IS in Sllr~: ponf(\!io, lurw il was 
;lllocal,:diinve~ted. w!w.II.Iet' the purtfi.1lio·s histnric:il. rdurns wen: llt:l:ttratt, ~md h(lw much mom:y ~1ctunlly 
~.·.nrnprist:d the portfoli<.l: SCiC's cornpk!e lack of'ktwwkdF.L' nl.this nwtt~ri;d i11t'onnation :'urdy was an 
"omi~;:;ion ora llli\lerial fnct." St~c.ond. the "'M'edia Talknlg Points"' lnCIIll'll'andum j(l whkh Young refers 
and nn which the. Division (~X<Huim~d Young at tri~ll !Div. Fx. :'50!. is d:1t<::~d Fdmtary l·:l. 200'), not 
Febru~1ry 1611 '. (C.\lmpar,:: Div. b:. 550 t<.> Yowtt:. Br. at 15, line 7]. Third. hy h.:~hruHry l ·l Y<.l\1111:~ hl!d 
k<trn<:d ur a problem with th~: Disclosun: S!atcltlent more than •·1 week earlier. on h:hrmn·y 5. ! Ynun~. Br. 
:,11 l 41. )'' oung 's own kst irnony :1hout the "peculiar" reactintls c1 r Bnp.ar ;!lld Si i nsnll It~ Y < nmg 's inquiry to 
le~m1 mNt: inlhnnatinn ahmn the i~;~;ue with th<.: Disclosure SWH:ruent hdk~; his testimony tkJt <·tny 
r!lillll.wr ol'n.:latively mitwr, imm<·!teri<d lhin~s cnuld han~ ht•cn "the !:~sue·." !Tr. y·.~'iS-.:1./..'i(i!. Hngar 
rL~ru~;(~d t·o di~;t:tJ~;s the isst.l<.: \vitl! '{oung. until an ;\ltC~rn~:y \vas prest:nt IP "prt!scrve :lltorrH:~y-clknl 
privilq;;e." rrr . .'-\2.:!0:<J-l :n Stinson's answer ''w;·ts very pc.:r.;uliar ... I. C(tll't t;tlk 10 you about it, \Ve'r(' in 
tlw 24·-lo4S-hnur quid period:· fTr . .\'241: 1-5!. !laving \V<.Irk(:d with hot it individu;lls fpr ntorc: than:!. 1

/• 

V(:nrs. Youne. kJ1~:\v tl!c.st~ n .. ·;J<::tions were ~lll>'1him.~ hut normaL and likclv sig1til'ied H nwjnr issue with the 
L)i~:i,:)osme Stalctn~:til. 1-'inally, Yc)un:.: kan~ed 0;~ Fdwuary D 11' !ktl Sj<~hln;11 :tnd l'ro~;l~<tli(T Ro:.;e, U.P 
hnd resigned ~1~ <:ounsd lllliH.: Swni'<.ll·d cn1itics. [Tr. :\:1:)9:7-2.~; Div. J:x. 54:'!. 
In t!J~: :1./aua (~(J?o.~~tYr. }'()Jmg mrd (;·,~<·'1:'1'1 
Divi:-;ion <.>f Enk•rccmr:n!'s l'm:l-1 karinp, Re:-:f.HJJlS(! Brid' 
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Ill. 
CONCLUSION 

misn .. :pr(~scntations and olnissi<l!lS to investors ~oncernint~ t·hc S!B CD. They should IWI he 

permitted to escap~ thl: tonsequ~·nccs oftlouling their responsibilities under lh\-~ fedcrnl s<:.lcurities 

laws by invoking atler-th~-f'i1d nssumptions and distortion:; of !h(: evidL:n<::c. 

Apl'ill9. 2013 

In t/11.' Matl•'r o(Hu,l·:w·. Yt.)/(tJg and (in:,.,/ 

@lfk~-~/ 
....'t>m·id !\ecce. Esq. 

'l·cxas nar No. :240()2g I 0 
B. I )avid Fr~lSt..T. Fsq. 
Texm; Bar No. 21.10 12(,)4 
Chris Davis. !.::sq. 
Tc:'i.aS Bar No. :140504:-13 
.1<11lte Frank, f:sq. 
Tcxns Bar No. ()7:1()3050 

l.inikd States Securities and 
Fxchangc CPrnmissinn 
Fori Worth R(~gional Office 
Hnrndt Ph11.:1. Suite 1900 
:)(11 Cherry Street, l! nit I~ 
l,.orl Won h. '1\~X<lS 76102 
(:-.:17) IJ7k-6476 
(:': l7) <)n-4927 (b~:simik) 
Rq9.~;eD({/:~<,;~:.g<,!Y 

('(HlNSl::I. F< >R 
D!VlSION OF 1-':NFO!~CEMF:NT 

l.>ivi~ion nf En f<•tT~l.lK:Il!' s 1-'o;:t-! h:ari Ill! Rf.·~:11nm;e Hri,:f 
·19 
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To Wham It May ConcrMn, 

Oilton Rougo C!lnlc lntornnl MudlclrH~ 
n7J P..-tkln=: R~ild 

BOton Hl}l!:l" U, {~l'lOII 
1-'flollll: ?2!:>-'IG~HlO~t. 

l <'lm wrllln~J regArding my patient ,'fhom<:m J. Moran dCJte of birth . MI'.Moran will 
be um1ble to appec.•r in co uri or for video daposfllon due to mAr!ical proct:<dun:<J:; beino 
pcticmned OVBr tho rlf)Xt week for h!s worsening 11'\Ad{cel illntJs~;e::.>. l <~ppreclate your 
concorn 1n this mattor 

Sincerely, 

Vincent V. Tummlnalfo J.R. M.D. 

141058/058 



04/18/2013 18:45 FAX 8178784827 

t 1 . S . S ! ·: \ . t ; ~ < i T ! l · >~ 
. \. '. · · ! 1·. L' \.·· ( ·· 1 l ·\ "'- 1 f ·.·· V 

I ......... ... I . . ,.J • • .. ),_ •• ~ t ,, . ~ ~ ~M ,f. .. " 

( ~ ,. "! ·\ ·"l •• ; ! '-~ '-\l .r· '; ''< .. ,. '<..' .. \' '. ' '\. .... ' 

D!VI~JON 01-' I·:NFC>RCE!'vlFNT 
FORT WORT!! OrFICE- TRIAL UNI'T' 
~U 1 <..'ht.:rry Strt:L~I.. H11ntctl l'l<·tz~t. Suit~: 1900 

h,rl \Vnrrlt, Tt:x<t:-- 7hl 02 

TEf .J:C(W!FI~ TIL\NSf'vl f'l"ft\1. C'OVH< SIII-:Fl' 

DAT.li.: April I 9, 2013 

Cll·'FI(T.; SE<~ 

TFI .EPI lONE N<J.: TH YCOPILR NO.: C:~02) T72-9.'\2-l 

< )flice: I·WIU) Trial U11it 

'TELEPHONE NO; (:~I 7) 900-:Y,OS Ti':l.LCUI'ILR N(l,; (~17) (FJX--·1L)27 

.!.C!·l·/\ I N'i 'f'v1l'!;·l·' < ·1: 1·'·\( 'I·S·'Sq lN1('' 1 { i! )f~;,.' (''(-lVI"·'l"> SJJ]··:l"·"l' 
• 1 ' ' I . ( ) ' ' ) f 1 ..... ' \ • ) .. L. .. •' i ~".- . . ,, ' ... ,. ,• . 

.............. ________ .... __ .. ______ .. ., ..... - ............... . 

Rf::MARK.S: 

In tlw M<J!ter of l3ogar, 'r'oung aud Grl'l'IL ~~I )(l(l), 

()riginal will h~~ [(\!'\vardcd via liPS. 

_____ ,._ .... , .... , .......... -----.. ------------......... . 
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RECEIVED 

APR 19 2013 
OFFICE OF THE SECRETARY 

t.F 'I'Oli HA VF AN\ ()I WSTIONS CO:\;( '1-:1{;'\i!;\;(; Till~ Tl~:\NSMISSION, PLEASE CALl. TilE ;\BOVE Nt!fVIBF.R. 
THE ,\L\lN !<A:\ Nti\IBF.R FOR TilE 1)1\'ISION OF DIVISION OF I·:NFOIKI·:;\·IENT, 

fORT WORT II OFFICF., TRt\L t ~NIT IS (1'17) 1nR-J9Z"/. 

Thi:. m~.·s:-::tg<.' b inknd~.·d •.mly f(.>r tla: ll':t.' oi' tlw indr\ldrr:·d N cn:ity 10 which ir i<.: :u!drcsst~d and t'fl<l\' <.:t>llt:lin inform;ttion (lt;H 
i~: privik~~cd and/or •.~xcnrpt li·cun dr·-c·!(>~lll'c:. If the: 1'\.:<Hkr •.•!' thi:, nw·;:.;J;~~.· i:> IH.>t tire inl<'ntkd J<:cipi(·tH o1· ;m t•mploycc or 
;1g<:nl rc>.pPnsihk fur tklrn:nng the trr~.·:-:s:tf~c"· to cil•: int<:rtded n•(·iptc~nl, ynll Me hen:hy 1\0lilkd th;n ;uty di~.'>t:lnin:ttinn. 
distrihutinn. !'>!' C<'>pymg t.'<f thi·• c'nrnln!lni>:.;!li<.llt i'• stric.:\ly pro!lil.>il<'d. !!' ~·ou lta1·t.: r1.·c·.:·iv•:·d thi~; (.'<Hnmrmic:rlion in err(>!', pk;,~:c 

notify us immcdialdy by :dq.1lwm· <l!1r.! n:HrrrJ lilt.' on!:.111:tl IIH:~s:J1:.c In 11·• hv m:lil. lhil!l~ yo11. 


