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I. .INl'ROUUCTlON 

This matt.er concerns the fraudu.k:nt con.dud of George N. Krhws C~Krinos''), bet\:vecn 

J;muary 2012 and l"·fove:mher 2013~ fo eonnectkm w.ith tht~ ofter and safo of securities of KrilW!) 

.Holdings:: lnc. ('.;Krinos 1-J.oldings~')~ as \.veU as the promotion of Kr1:nos Fimm.da.I ("Jroup Ltd. 

C'Kdnos .Finandal'~), a subsidiary of Krinos Holdings fonnerly reg.isterc-d witi1 the Commission 

as ~m investmcmt adviser. In written offering documents and discussions with potential investors~ 

Krinos pitchc~d Krinos Holdings as a. .financial hacker of Amerk:an sta1i ... up co.mpanies, one that 

not only cn:~att~d American jobs hut earned large retums for Krinos Holdings' investors in the 

process. By misrepresenting his own delusions of gnmdeur as f:act., Krinos induced investors to 

lJfovide rnal monev to wlmt was essentially a oretend business. Nt~ith(~r Krinos nm anv o·ther 
.. #" A .,} 

employee ofKrinos Holdings had any venture capital experien.c.e or expertise, and Krinos 

Holdings had no mc~ans of financh1g the start-up companies said. to be an:mng it~ portfolio of 

is1vestments. The only ''stat1··Up"' that Krinos and Krinos Holdings actually raised money for was 

Krinos Holdings. The ovt;,r $1 million that investors entrusted to Krinos Holdings weut merely 

lo keeping the proverbial lights on, paying its hand.fol of employees, and covering Krinos' 

personal living expenses. 

In holding hitm~elf mrt as an inves.ummt adviser, Krinos similarly invented fau~ts about 

the scope and experience of Krinos Financial. f'ox example, in registering Ktin.os Icinandal with 

the Con.1mission~ Krinos falsely daimed to have a reasonable expectation of acquiring $ l 00 

mHHon in assets under managem<~nt. Tn a subsequent filing with the Cmnmfasion, he falsely 

claimed to have $20 million in assets under mamige1ne11t. In reality, K1;.nos Financial had 

virtually no assets under management. 



Additionally~ in June 2013, K.dnos acquired .Fordgatc Acquisition Cor:p.~ 

("~Fordgate?'}. a she.lJ txm1pany whose common si.otk is registered with the Commission pursuant 

to Section 12(g) of the Exchan~_-;e Act .h.mJga!{! has failed to fik! anv ciuartcrlv or annual rn[)Orts 
- - ,. J •• 

for any periods since June 2.013. 

As a result of Krinos' conduct~ the Division of Entorc:ement ('"'Divish:u:(') requests 

thut the Administrative Lm.v J udgc (''A Lr:-) issue an Initial Decision make .findings that: 

• Krinos and Krinos Holdings wHlfully violatc~d Section. lO(b) of the S{~~urities Exchange 
.Act of 1934 C'Exchange l\.cf') and Rule 1 Oh-5 thereunder and Section$ I 7(a)(1 )~ (2), and 
(3) ofthe Securities .Acl of 1933 ("'Securities Acf,); 

• Krinos wi1lfo1.ly violated Sections 206(1)=- 206(2),. a1Kl 207 of the Investment Advisers 
Act of 1940 ("Advisers Act")~ and aided and abetted violations of Sectio:n 203A of the 
Advisers .Act; and 

• Fordgate foiled to comply with St~ction l3(c.t) of the Exchange. Ai:;i and .Rule.S l 3a .. J. :~nd 
1 :3 a-13 thereunder. 

Based on such findingsf the Division forthcr requests that the AL.Fs Inifial Ikcisio.n impose 

sanctions, pursuant to SeGtion 8.A. of the Secuiities Act, Sections 12(j), 21 B ~md 2 JC of the 

Exchange Act, Sections 203 of the Advisers .Act and Section 9 o.f the Investment. Company Act 

of 19401 as appropriate: 

~ requiring Krinos and Krin.os Holdings to cease and. desist from committing or causing 
violations of Sec-tio:n lO(b) of the Exchai1ge Act and Rule J.Ob-5 thereunder, and Sections 
l 7{a)(l ), (2), imd (3) of the Securities Act; 

o requiring Krinos to cease and desist frorn committing or causing viofations of Sections 
203A, 206(1), 20()(2), and 207 of the Advisers A<~t; 

~ requiring Krinos and Krinos .Holdin~~s t() disgorge, cm a joint and several basis, ill-gotten. 
gains of $1,042,fH3.93, with prejudgment i11k~rest of $55,886.00; 

~ requiring K.dnos to pay an appropriate penally; 

• imposing a permanent colla:tera.l bar against Krinos; 

~ a.nd revoking the registration of each class of registered ~;ecuritics of For<lgaie. 
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TI1is rno-timl fa brought purw.:mt to the order entered in lhese prnctx!djngs on July 20, 

20 l 5. TI1c;.~ motion is ·supported by the Declarations of Timothy Tatnrnn ("Tatman [focl.-:) a:od 

Jonathm1 Katz ("Katz Decl.n)1 including the exhibits submitted therewith, and by tl1i;:! allegation::. 

of:the Oil\ whfoh slu:mld be deemed to be- true by virtue of the Respondents~ de.fault. 1 

A. 'l'be Res1mndcnts 

Krinos Holding~ is a N'"~vadii corporation \.\ith its principal pfatce-ofbusiness in Poland-t 

Ohio. l<rlnos Hokli.~g$ ·was ir:1corporatcd ·in Fefo·uary:o 2012 to serve as a holding company 

•JWning 1 ()0% of the in.te.r~st$ of operating subsidiaries pmponcdly. engaged i~1 venrure· capital 

and various fimmdatservices. OIP ~17.2 Neither Krinos Holdings not its se"~urities have ever 

been registered with the Commission. OlP ~f 5.3 

Krin-os was the fow1der) CEO, and President ofKrinos Holdings and its nperaHng 

subsidiaries=- incltiding:1 among others, Krhws Finarl.cial. OlP 1f 4.4 Krinos .Financial was 

registered with the Commission as an investment adviser notil October, 2013. OIP ,f 4.5 

Commission. pursuant to Section l2{g) of the Exchange Act. OIP fjj 6.() 011 June 28, i<ll3s 

Krin(lS announced he had become the rm~jority shareholder and ~ole director, pi"cs.idcnti- and 

se,:reta.ry of Fordgate. id. 

~ UnJ~;s Qtb.e.rwis~ sp~cit1~d,-theexhihit~ ci1ed.inthis rnotip11 a1•e the exhH1i1s to. the Kat': DccbratiM. 

~ Krinos Tr. at 14:21-15: l. 

' On Augu::;t 31, 2012~ -~dnt">.~ filed a Fonn D \vith the Commh!iion daiming the ofiering was exen~{>t from 
n~gisu·atio.tl based on Rule 506. Exh. TT. 

4 Krinos Tr. ~1t J.5;8· 15: l 1; J 7:22·· .1S:1 I. 

;. Exh.l\; Exh; It 

f, K.rinos Tr. ~it J 8: 17·· 1 &:25; Hxh. C. 

,, 
.) 



Shortly after fom1ing Kri:nos Holdings~ Krinos began raising capital through the 

urm~gistexed off<~ring of $1 i:nillio.n. in cor:nmon stock at $.10 per sha.r<~:- nml $ l million in secured 

convertible debenture notes at $1,000 per share with a tt~rm of 36 months and an a.cmual 7% 

simple internst rate. OlP ~ 8. Between at leasl January 2012 thrnu.gh Noven:iber 201.3,. Krinos 

sold $1,042,033.93 h1 common stock and debenture notes to 19 investors, rnost ofwhmn we.re 

fom1er clients of Krinos fro:m his past employment. OJP ii 9. 7 Krinos pe:rso:nally provided 

information to the buyers of the Krinos Holdjngs stock and delx~n:ture notes, including a private 

placement tm-~morandum (''PP.Mn) and business plan ('~Business Plan") t11at described the 

invesunents. OIP ~ 10.8 Krinos also promoted and solicited invesu:m:mt in Krinos Holdings on 

the internc~t, through Krinos Fina:nciaJ's website and Tv..~tter foed. OIP -if 11--13.9 Krinos claimed 

his ''controlled risk investm<mt tn1st'-: would "assurre.J inve.stors a larger than usual, highly·-risk 

managedj return,~~ and also claimed. that investors could earn an iusured rate of return of five 

i1ercent. OlP ,f 1l-l3.10 ln a ne\:vspa.p<~r ad. in November 2012~ Kxinos advertised an investment 

product with c-u1 annual interest rate of three to <~ight pcn:ent. OIP ir 14. 11 

Krinos informed inveswn~ that the fonds from the sale of the securities \Vouid be used for 

business expenses or to invest in other companies. OlP ir 19. Specifically, ilte common stoc;k 

arui debenture P"PMs represented that. the proceeds of the offering would be -used to pay general 

overhead expenses, consuhing and management foes:- the cost.s re,1uired to estabHsh a marketing 

7 Tatman Deel. at~· 9. 

& Krinos Tr. at 19:5·20: l; Testimony of Kevin HernghEy (HE-foraght-y Tr.::) at 50:3-:50:23~ 74:7-74:B (Heraghty was 
the Krinos Holdings CFO 1hJm Summer 20 i 2 l.mtil February 2013 ); Ex.h. D; E:xh. E. 
9 Exh. 'F: Exh. G; .Exh. H. 
1
" E:xJ1. G; ExhJt 

r: Exh. I. 
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<md f:;afos/Jca~ing force i.o sell products and ~ervice~:- and for working capital. (}LP ii 16. J 
2 The 

.PPMs n~_p.rcsented that Krinos would reed'v(~ a $50,000 salary in 2012,. and that officers \.vould be 

reh:obursed for, .:'busines!;;1 travel,. and bw~iness entertaimm.~n.t. expens<~s incllt:rcd in. the 

pt::s·form.ancc of their duties on bch.a.lf of tht~ Company.~: OIP ~ 18. 13 The .Business PJan claimed 

that: investor fuuds would be used as --'seed rnoney)' to assist Krin.os Holdings ;;ind position it to 

become a publicly traded company. OIP ~f 17.14 

Th<~se and other reJlresentations made by Krinos and Krinos Holding~ i:tlxmt the use of 

investor funds were false and misleading when made. Nom:: of the fonds. were provided to start-

up companies and a significant portion wern usc~d by Krinos for personal expenses. OTP ,f 20. 15 

lm'estor .Funds l)ivertcd to Kritios in 2012 

O:f"the $344)'~82.35 raised in 2012 fi:om the sale ofKrinos Holdings stock and debenture 

notes> Krinos recdv{~d $49:.152.25 in salary, and spent $14 .. 265.70 at restaurants and bars, 

$7) 190.86 at casinos, $43,433.45 at strip clubs, $2,047.95 on other personal exptmscs sud1 as 

clothing andje\ivelry, and withdrew $13,906.84 in cash, including via ATMs located a.t addresses 

of bars an.d ~~ttip clubs. Krinos also spent. $6~847.42 on car service, parts, and gasoline, even 

though Krinos Holdings did not have a company cat. In addition, Krinos spent $2,668.09 and 

$1,097.39 on car rentals and hotels respectively in the Ymmgstown, Ohio area near Krinos 

Holdings:: office. i 6 In addition: in October 2012, Krinos began using $40,000 of investor fonds 

to conduct foreig11 C\lrn~n<:.y trading:> resulting in more than $1 .1,000 in losses. OIP ~ 22. H 

----···········--····--···········-
i·i Exhs. D and E. 

1 ~ Exhs. D and E. 
1,:l .... 0 . :.xu, .....-

1=· .Krinos Tt. nt 20:2·20:7; 20: lS.-20:22, 2l:9<12:23. 

tt• Tatman Deel. 110. 
17 Krin.os Tr. at 24:25··25:9; Tatmao Deel. ,,l .15··16. 
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.In Julv 2012, Krinos .hired a CFO and an accountant fbr lZrinos .I-foldings, who began . - . ~ 

organizing the cornpuny~ s financials and ~oon reaiized that Krinos wa~ spending large swns o.f 

company funds on personal expenses> i:oduding restaurants, ha.rs~ st.tip clubs, retail stores, and 

casinos. OJP ~:123. l 8 At va.tious times du.ring the Smmxwr of2012~ the CFO~ accountant~ and 

other Krinos Holdings emp.loyees confronted Krinos about these expenditures, sought business 

. t'f"" • d k d l . . . J..' d . 1 JQ r. •• JUS 1 lcatmus~ an· as ·e mn to stop us.mg company iun s for perso.na purposes. · 1<.rmos 

ignored the employees~ protests, failc~d to provide adequate supjlOrt fl1r the <~xpend.itures, and 

continued to use company fonds for persona] purposes. O.IP 1: 24.10 

The CFO and accountallt began to track the company .funds that K1inos was using for 

personal expenses in a "Note to Shareholder" category in the company~s general ledger. By 

December 20 l 2,. approximately $92,000 worth of Krinos ~ lmreim.bursed pe.rsonal expenses was 

captured by this category. OlP ~l 25.21 In February 20:13, approximately two days before a 

scheduled Krinos .Holdings shareholder meeting:t Krinos in.stnicied. th(~ CJiO and accountant to 

prepare~ .fimmdal statements to distribute to inv<~stors at ·the meeting:- imd to assign. the '"'Note to 

Shareholder:\' exp(:.t1ses to ot:h(;r husf ocss exp~pses categories. 22 Ultimately the '~N<>te to 

H:·Hernghry Tr. at 58:4-64:22. The CFO did not have a CPA and had not w-orkc~d as ::\\1a"~countam:in16 years. while 
the acccmntant was still in collegt.~ itt the ti mt-: he was hired. Heraghty Tr. at 254: 14·-257:20; Testimony of David 
Schaf<..:.r C:USchafor Tr.'~) al 13: I 4··16:21 (Schafer was an accountant at .Krinos Holdings during Summer 2012 tmtil 
February 2013 ). 
19 J-focaghty Tr. at l74:2 l-l 86:8; 187: 13··190:5; l94:"15-l95:14; 323:23 .. 328:5; 331: J0-335:,~; 353:21-357:2; 
Testimony ofJohn Perdmk t"Perchak Tr.") at 61: 19~64:21; 67:23-6~}: .l4 (Pcrchak wa~ the COO and business 
anal)'St at Krinos Holdings from Spring 20J.2. until Dec~mher 2012). 

"l-'> Hel'aghty Tr. at 63:6-69:2; !46:11-146:23~ Perchak Tr. ut 73:24-·75:23. 

·zt Exh. QQ (Undated Krinos Receivable of more than $92,000); E.'{h. K (Refa.~cting Krino~; receivable of mo1·e than 
Sl07,000); Hetaght.y testifie.d that he beh<:V(:~d Krino~: personal <:Xpt~nM:s totaJcd $ i 12:000 at the time of ihe 
1ne,~f.ing. Heraghty Tr. at 227:21-·228:9. 

l
2 Krinos Tr. at 23:20-24: J9. 
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Sl L 1 1 " l d $'"> ., · ·') 1 {.)YJJ Q,·· ... >i.: 2:; "I,h ("°' r:·() J J 1 .... wre1.m <.~t~r .. category was re( uce to . .::-:...,o., . . J. :I "''..,· . e ... .r· _ an( accountant to c 

Krino.s that they d.id :not beHeve the financial statements W(~re accurate because of the~ cha.nge~ 

ordered by .Krinos: and th.{~y o~j<.-x:tt:~d to distributing them to shareho1ders at rht! rn.eetin.g. Kdnos~ 

however~ ignored tbC$C CO:ncems aml provided tfa:m to the meeling attendees. 011>, 27 .24 

The financial statements investors received at lhe February 2013 met~ting \Vc~re mate:ria.lly 

misieading because 1he balance sheet for the year ended December 3 l, 2012~ contained th'~ 

impro.perly n~duced "'Nott~ .R(~cdvahk~ fron:1 Shareholder," and falsely refle<.:ied that all company 

fonds had been used for busim:~ss :(>lltposes.25 Krinos n.ever disclosed that the "note receivable 

from sharehoider:,., or any other category of expense in the financial staieme.n:ts, in.eluded his 

unreimbursed p(-;rsonal expcns<~s. OIP if 29. 26 Krinos also never disclosed that instead of 

orovidimz fi.mds to start-11p co:m1>anies. he had in.vested in foreign currencv and loimed more than 
,A "'-' A, I ._ J 

$30,000 to a personal friend to huy a home. OlP ir 29.27 VinaUy,. the financial statements 

reflected that Krinos) annual salary was $50)000 from the inception ofKrinos Holdings uniil the 

"'present,~) \vhen in fact he had awarded himself a sub~i:an.tia.l raise for 2013. 01P if 28, 30. 28 

Shortly after the investor mee'ting, Krinos fin~d the-; CFO and the accountant.29 As a 

restllt, bc~.tween February 2013 and !viay 2013, Kr.inos Holdings did not have anyone maintaining 

n He1,ighty Tr. at 168:16-168:24; 1?0:10·171:4;203:24-2{);1:2; 216:20-222: 1; 227:21-228:9; Schafer Tr. at 82:19-
85:25; 92:15-93:25; 125:19-129: 11 (S<~h;~for testified thnt Krinos instTuctcd him \t.) put persom'\l expenses into tile 
"General and Administrative~:' catc~gory); Exh. J. 

l·~ Schafer Tr. en: 97:25-98:2:5; 103:6-103: !6; Hernghty Tr. at 163:2~164:5~ 231:22-233:7; Ex.h K; fab. L 

.::s Krinos Tr. at23:1S·23:19. 

:u. Heraghty Tr. at 228: I 0-23 j : l 1. 

-.:i Krinos Tt. at25:H>~26:1; 26:21-27:6: Hera.:2tu.v Tr. i(t. 130:5··13:3:lL Tes:.imonv of Robert CarceUi ("Carc.fdli Tr.") 
at 106:~ 10ti:i9 (Carcem started at Kri~1os H~ldfngs ir; early 2012 m~d became COO in 2013); Exh. rvt 
;:s According to Ms. McEifresh> Krinos awarded himself a sa1my of$ l 00, 000 for 20 l 3. but then reduced then. io 
$80,000be(.-.auseoffom.tiugpl'oblems. Mc.Elfrnsh Tr. at75:1~75:23; SchaforTr. &t 100:23··101:21 (Schafortesti.fied 
dmt Kriuos may have said he ""a~ giving himself a raise, but did not diSl'.fose that he was doubling hi.'> salary). 
2'> Heraghty Tr. at 231 :22·232:5; Schafor Tr. at 97:21-97:24. 
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1J1e c~ompany's hooks and records. OIP ~j 31. In mid-May 2013~ Krinos hired a new accountant, 

but for two months failed to provide her with access to any l~ompan>1 financial info:rrnation.:~o 

Wh,·m the accountant finally gained access to this information, she discovered that Krino8 had 

continued sixmding company -funds bn personal expenses. OlP it 32. Th~ new accq"lmtam asked 

Krinos to provide busine~s jl.tstifications for the expt~nsesT but he ignored her tequests and told 

het he could use the funds for any ptu·pose because he was the CEO, OTP iI 33.31 Mo:reov(~l\ the 

new act::ountant tt~stified that there were ml financial statem.ents or gencrnlledge.ts being .kept for 

Krinos Contjm~~f.) to Raise and l\ttisuse Inve.<;tor F'unds in .201~ 

Duriug 2(}.J 3). Krin.os sold $(;97j 15} .58 worth tlf Krim.'s Holdings stock and. debenture 

notes~ Most of the· purchaser$ were existing Krinos Holdings investors~ Of that ainom)t, Krinos 

paid hiinself$92=-768.82 in :sala:ry and \Vithdrew another $16=-012.91 ir1 cash. ltiadditi0111 l{xit1os 

sp~nt $lS ... 808J)2 at bars and restauranui~ $12,804.10 at casinos; $22,408.56 at-strip clubs; 

$8,127.53 on ~-portil1g go1lds,. clothing~ andjewelry; $5"756.50 re.lated to a boat; $1:<595.71 on 

hotels near.Rrinos l·k>lding5;) office; $848.71 Dn Ct"1r rentals near Krinos HoJ.dings• office;. 

$2.,983.56-jn travel expcnt~es incl\.lding a trip tu Atlantic City) Ne\v ~rers.ey; $2.:-500 on·a DO!: 

attorney; and $2,643. 75 on .c;(mce1tand cv<.~nt tich!ts.33 

...................... ________ .......... · ................................................................. ... 
w. Mc El fresh tr: .at. 3{i~6-37 :6. Krinos appoillted.the accoun.tilnt a.~ CFO, d~spi_t~ th:~ fact :thM sJ1~ Wld him she wa:~ 
m:>l<tualifii~t~ v.ms n~t-~ CV:A, ~nd had rm prior cxpedcnct: ns a.CFO or iliain1<1inirt!i ~u~mTipany's b'1ok~. Id at 55:2-
56:2-;· 8: 14 .... 8~ 1 $; 26.: 1-26:23. 
31 McElfrcsh Tr. at 57:17-58:J. l; .l U:4~J l'.l:J6; 139:22-145:20; l 52:8-156:7; 160:6-162:4~ 166:4~1cYl;lO; 17CI: I~ 
11 l :8; 171:7··175:23; 186:25-188:23; i.~>6: J 5~ 197~21~ 200:25-202: i9; :203-: }8 .. 204:1 l. lo 2013, the COO also 
coufhmted KrinOS llbouthis ~rsonaJ expem~es. Car~lli Tr. ::tl 24:2-29:.25; 65:4.-69.:18; 164:2t .... J66~4~ 167:11-169:6; 
17():6-174:16~ 175:19-175:2•1: 

n McEJfresh Tt; a.l 54; 15-55:1. 

~:i Ta::rmtn :I)e~l. , t I • 



Between January through l\tl'ay 2013~ K:rinos also u.sed $1.50:-000 ofinvesto.r fonds for 

foreign currency trading, incuning losses of $3~601 .64.34 In i\.prU 2013 1 Krin.os also paid $5,500 

to a restaurant <rwned by the same friend to whom he had eu:dk~r loaned $30s000 using in.vcsto:r 

fonds. OlP ~ 35.
35 

No money was ever provided t.o any start··up cmn.panies and Ktin.06: newr 

disdoscd 10 in.v(!Sto.rs he was using their money for personal e;.~xpcnse.s, or t<s invest in .foreign 

currem~y and loan money to friends. OIP ir 36.36 

C .. Krinos a.ud Krinos Holdings 1\bde J\.'JatcriaJ l\1isrcprescnta.tiuns About t:bt~ 
Venture Capitstl Bttsines~ 

'fh<:: PP~1s provided to investo.n: by Krinos, rep.resented that K1inos Holdings was a 

venture capiial fim1 com..mitted to helping hushl($Ses pursue their goals by oflering a wide range 

ofloan services to business owners. OJP, 37.li Kdnos told investors that Krinm; Holdings 

would invest in American companies to creatt~ Arne:dcanjobs. OU>~! 40?8 Ktinos also told 

investors during discu.~si<ms that he platrn<~d t.o take Krirms Holdings pubiic> which could 

increase the value of the stock to between $2 and $10 per share. OIP ~i 39.3'} 

11le Business Plan provided to invcstois by Krinos reinforced 111e impre~sion that Krinos 

Holdings. was a venture capital company by .representing tlmt K.rinos Holdings and its 

subsidiaries would create a hedge fond to raise money and loan it to other Americtul··based 

compm1ies. OIP if 38.40 The Busit1ess Plan also made repres(mtations about Krinos Holdings' 

pro0t:.$S for selecting companies to fond, representing tllat it would '"thoroughly examine the 

34 Tatman Deel.~ 17; HeraghtJ Tr. at B6:1 .. J38:232. 

J
5 Tatruan Dec 1. ~, 18-19. 

:tt' Kxinus Tr. at 22:24-23:3; Heraghty Tr. at 141:13··142:19;263;16··264:23; McElfh.~:;h Tr~ i:W S~J:.1-Srn4. 

J·; Exh. E; EKfl. D. 

Js K:rinos Tr. at26:7-26:19. 

~~, 8chafor Tr. at ~)4: i3··96:22; Exh. N; Exh. O; Ex.h. P (''We have been authorized for public soliciting nationally at 
this point, we will be on the Frankfurt exchange in less. tbm1 a month and also stiil on track £O be Na$daq by June."). 

·=<.
1 E>:h. E~ Exh. D; Exh. Q. 
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nee&; and ab.ilitics of potential clieuts with a team o.f busines~ analysts boH1 within the [Krinos 

Venture Capital] .family as well as ot1lcr comp.anie$ ... that are in che business of finding financing 

:frn· fonding nmA/ ideas.':- On websites and social medh\ that Krh1os controlled, .h(~ also 

represented that companies fonded by Klinos Holdings '~must rneet strenuous funding 

requirements and rigorous dU(! diligence'' and a "tean1 of business analysts'~ would "thoroughly 

examine'~ the needs and abilities of the cornpanies to be funded. Oll' ~ 41.:H 

Bc~tween June 2012 and January 2013, KrinoB Holdings and Krino~ also n-:prest~nted on 

websites iUld social media that Krinos Holdings was actually funding a nmnber of start-up 

companies. For example, on July 13, 2012, the Krino~ Group website announced that it was L'in 

the finaJ stages of funding [Company A].'".it2 On September 27, 2012~ Krinos <L'111oun.ced on 

T\\ritter that '~Ktinos Financial Group is fonding l Company A·J ... n 4
:l Throughout Summer 20 l 2 

unti1 at least Jmmary 2013> Krinos and Krinos Holdings continued to daim that Ktinos Holdings 

was 0 in the funding process'I' for statt··UP com.panic~s. OIP i142.44 

Krinos also touted Krinos Holdings, its purported v(~nlure capital bm~iness, and Krinos, 

experience~ through press conferences aod in the print media. For example~ on S~ptember 5, 

2012, Krinos participated in a. press con fore.nee where~ he claimed that Krirms Holdings '"will 

fundH a waste--to-fuel plam in Michigan for start-up Com.pany B. OlP il 43.45 Duri11g the press 

conference~ Krinos claimed that he had a "proprietury financing method, very uniqui;) in nature'? 

and that in the following few months K1inos Holdings would he working \vith "'a multitude of 

businesses~ start~ups or businesses that arc looking to expm1d and putting om about two to two .. 

. u Krino:\ Tr. at4l:J.-41:6; .Exb. R . 

. u Exb. R ("'Krinos Venture Capital Moves Jn.to Due Diligern:.e \\''ith Skyst:ar Ir'). 
4·~ Exh. H, 

'14 Exh. F (Test. E>:h. 43} (";Vcmture Capita.I Cmnpl:mit':..~ currently in the prn\:ess ilf bemg fi.mded"'); Exb. H. 

,:5 E.r.h. s. 
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an.d-a-haJfbilJion in financing~' tha:t ·would create approximately 40:-000 Americanjobs. OlP ,! 
44.46 On s(~_ptembcr 7, 2012, K.rinos partk:.ipated in another press couference in Huntington~ 

Ohio, where he da.imed that .Krinos Holdings would be fin<lncing another plan in Indiana for 

Company B.47 Du:ring this press ct:mference~ .K.rinos also clairned he had a ·~proprietary::~ 

.financing method thai could not be disclt-ssed be,~ause of SEC restrictions. Krinos also claimed 

he was preparing to take Krinos Holdings public, was planning to list the company on NASDAQ 

by the end o.f 2012~ and had lined up app.roximatdy $2.5 billion in investments that would create 

40~000 new jobs. OlP ~ 45.48 In a November 2012 newspaper article, Krinos was quoted as 

cJaiming that ~·Tm'}y business expc~rieuce ru1d knowledgt~ of the industry ... and our ability to raise 

capital is second to none._ .. ~~ OJP ~ 46.49 

Krinos and Krinos Hoidings' rc~prescmtations aboui the venture capital business and its 

pmspects ,.vere materially false and misleading. OIP ir 49.5° Kdnos .knew from the beginning, or 

was reckless in not knowing, that Kri nos Holdings could not provide the scope of financial 

S{~rvic<~s he claimed the company would provide. OlP ,r 51. Krinos personally lacked the 

exp\~rience artd expertise to provide these services, and hired individuals whom be knew, or was 

reckless in not knowing, also Jacked the experience to perform their job duti<'s or provide the 

repn!-sented services. lii 51 Far from the ""rigorous due diligence process" that Ktinos 

represet1ted) r<!views of companies were perfonned by Krinos" brother-in-law, an indu.~·trial 

·~> Exl1. S . 

. -..: Exl1. T. 

4l1 Exh. T . 

. w K1·jnos Tr. at 28: 1:5-·28:20; 30:7-3 l :3; Hxh. U. 

:;Q Krhws Tr. at 20:8··20:17; 28: 15-29; J 3. 

51 For i:xampl<~. Krinos l1imd two friend:; to trade fon.~ign currency, cv1!n thoug~h neither appean~d to have fon.~ign 
c:unency trading experience, aud one was a bridge inspectm· ',vith rm financial industry cxp¢.ri~nce. Perchak Tr. at 
54· f 9··56:14; McEUh~sh Tr. at 104:1-105:21; E}th. V; Exh. W. 
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<mgine{~r with DO busim:~ss experience~ and occasional assistance fron:1 the Krinos Holdfags COO, 

whose only prior bltsiness '~xperience was managing a health duh. OIP ~ 54.:;2 

Yet, in August 2<)12~ Krinos made tentative funding agreements \v.ith si~~ start-up 

c.ompanie~~~ and a s'~venth in Septembt~r 2012. 'l11ose agreements were uever final1zed,. however, 

as Krinos Holdings never had any mc"-ClllS to finance any of tl1e start-up com_panies. Jd 53 In foct, 

Krinos Holdings was so short. of fonds~ that it mntin.dy failed to pay employees salary or utilily 

bills~ resulting in service outages, and. it required a loan. from one of the start··up companies. 54 

Ultimately~ on Novc~mber 16, 2012> Kdtws Holdings se:o.t an e-mail to the starl-·up 

companies stating that it did not have the money to meet ils .funding commitments and did not 

expect to be able to l-'rovidt} fonding m1tiJ at least mid-·2013. OJP ~i 56.55 Investors were never 

told about the fonding delay or the likelihood that the start.-up companies would seek funding 

elsewhere. Id. By Spring 2013 ! several companies including Company B, explicitly informed 

Kri.nos that they were tenninating tb.eir relationship \vitli Krinos Holdings. 56 'The.~{~ terminations 

\.V~~re not disclosed to shareholders. Oll' 4f!' 57.57 BelW(!en .March 2013 and November 2013~ after 

~·z Perchak Tr. at 35:13-37~ .i4; 38:4-38:22; 39:5·39: 1O;45: 12··~16:2; 120:.20··123:1 O; J 29:3~J29; 10; 164: 19 .. 168:6; 
173:8-174:3; 1'75;4-176:18; 261:8-262:11; Cam~m Tr. at 19:l:5-20:19; ·77:7~78:12; Hcragbty Tr. at 244~18<245:16; 
383:10-388:4; Krinos Tr. at 41:7-42:4. 

s:-> Perchak Tr. at 2:59: 17-260:12; 265:13<165:25; Herag.hty Tr. at 388:5 .. :\89:2; 393:9·394:J6; Exh, Z; Exh. AA. 
Kdnos·' brother-in-law t.estified that he did not understand the bnsine$.'I pfon. nt' analysis had been done as to 
\Vhether Krin<•8 Holdings could satisfy its obligations under lbe agre.emcnts, the t:ompanfos wc.~re never expected to 
inake interest paymt.~n£s, and the start~us> companies did not put up any collatera1. Perchak Tr. at 132:7-139:2 . 

. ~ Perchak Tr. m. Sl::l-82. JO; 73:17· 75:23; Car(;c:lli Tr. at 90:7-90: l l; Krinos Tr. at 33:7-34:3; Schnfcr Tr. at 36:12·· 
38:22; Exh. X. 

~s Exh. BB. 

sc. CiircdH Tr. at i25:24 ·126:23; Krinos Tr. ai 44:24-45:16; Exh. CC: gxh. DD; Exh. EE . 

. n Krinos Tr. at 45:17h47·. l 1. Krinrn; also Jicd to empfoyees mid the stilrt-up ,~ompanies about fonding. Fer example~ 
Krinos showed Krinos }foldir1gs employees a forged account statement reflectfog more than $595 million in an 
account which at."'.-tuallv held $5.00. Krinos Tr. at 29:21-30:6~ Exh. FF. In November 2012, Krinos foJseJv told 
another company ''we .. have slitlted several ~lf our <)'WT1 hedge funds?~ and he had aoul">ide whole-·seHers ... positione-'l 
a~n.)SS the US." Exh. GG. In December 20 J2i I{?irH>S instructed the company's accountant to c·mail a $500~000 
check to Company B~ when be should have known the company did r:ot hav{: $500,000 at that time and that bank 



the start-up companies had k~rminalt~d their rtfationship with .Krin.os Holdings,. Krinos raised an 

additional $584,986 fmm :investors. O!P ~ 58. ss 

H~ K:rinos and .Krhlos .Holdings l\1ad\~ Mntet·ia.) Misn~pn=se.ntatfous .About the 
S(!Ope of the Company's 0)JeratiomJ and Staff Qualitk;."dio:u:s 

On company v-lebsitt.~s and in the press, K..rinos also :misrepresented th'~ <~xperience of 

.l<.rinos Hold.ings (~mployees and the nature <llld scope of its hu~iness operations. OI.P ~ 60. For 

example) on Sept,~mber 19, 20.l 2, Krinos Holdings represented on 'l'witter and Faccbook that 

, .. agents'' at Kri:nos Financial "~have e>aensive investm<!ni advisory <.~xpt~riencc an.dare licensed to 

sdl a variety of investment and insurance products. ''59 In a November 18s 20 l 2l' newspaper 

article about projects with Company B, Klinos said that s'Krinos Group is a :multifaceted 

financial .firm offering insurance~ venture. capital cmd financial consulting services with more 

than. a decade of experkmce.-:'611 

Tlu~se reprcst~nt.alions "\Vere aH false. At the time of the representations~ Krinos Ffo.ancial 

did not have licensed staff with ext.e11sive ad v.isory experience. Krinos was the ouly person at 

Krinos Holdings with a11y investrnent advisory experience_,. and even that was extremely limited . 

. Although Krinos hired seveml individuals with investment advisory experience in Summer 2012, 

they had ail le-ft the company by September 15"t 2012, and t\.VO of the individuals did 1mt have 

curre.nt licenses during that th:m~. OTP~[ 66.6
! 

-·················· ........................ _ ..... -........................................... _ .............................................. _ ... ___ ................... __ ... _______ ...... _____________________________________ ...... .. 

account had beer: close.d since AugmH.2012. He.raghty Tr. at l23:21··l28:9; Krinos. Tr, at 31:4~33:6; Schafer Tr. at 
71 :2A74:1 ~ Exh. HH. 
5~ Tat.man Dt~l. at 1. 21. 
5
'' See Exh. Hi H. 

fll' Exh. U (November l S: 2012: The foumaJ Gazeitt;·~ hFi.~a.r, hope in Huntingt.~1n::;. 

t;.i Krittf.ls Tr. at 39:2 J -40;24, 
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".K. Kl ... inos an(J Krinos fimmcfa.I Ii'iJed a l'"aJsc l~'orn.1 ADV a.:ud l\'lisled Investo.r-s 
and. (:lients 

Throughout 2012 and 20 l :~)~ Krinos did business and held hiniself out as a.n investment 

adviser. For exm.nnle? Krbos providt".~d in.v<.~stment advice w .at foast several individuals a.ud 'iVUS ... .. 

identified as an inV(!Sttm~nt adviser 011 several accounts held at Compn.ny D a.nd Com.pany E, 

during this time. OIP ~ 74. 6 ~: Krin.os also held several investment: se.mi.nars during this time 

where he ottered to kach attendees about how to ''protect yourself and your retirement/' 

"increase your retur11-s,'~ .. 'rcduc[e] risk:- and navigate today's economy/? and solicit,~d one·on-one 

meetings to discuss these objectives.'' OlP ~ 7.5. 63 During lhis time Kri:uos also advertised 

investment advisory aud wealth management service!=> on websites of Krinos Holdings ~ ... d social 

media. 01.P ii 76.M On September 28~ 2012, Krinos filed a Form ADV ';vith the Commission. on 

behalf of Krinos Finandal G·roup, seeking registration as an inveslm{mt adviser. OTP ii 77.{15 ln 

the Form .ADV, Krinos represen.t(~d th.at he had a '•reasonable expectation>' tllat Krinos Financial 

would become cHgi ble fi)l' rt~gistration by acquiring $100 million. in assets under management 

withii1 120 days. The application was grcu1ted. and Krinos f'inancia1 became registered as an 

investment adviser on October 15, 2012. 011> ~[ 78. 

In fact, Krinos did not have a rnasonabk ex.p<~ctation that Krinos Financial would obtain 

$100 .million .in assets under tmmagernent. At most during t.he prior y(~ar, Krinos numaged less 

th<u1 $200,000 in assets for fower than a. dozen clients~ and neither he nor any of the Krinos 

Holdings companies were ever in a position to ac<!tunuJate assets sufficient to meet the 

registration requirements. Ol.P il 79. In January 2013 and April 2013, Krinos was informed by 
···················-----------------------------
"
1
· The balances held in tb.eSt~ accnunts we.re. refatively sm.all; fa.h. 00 (fradc PMR Stah:~rnents; April 9, 2013 

Provident Trust Agem. Authori'.latfon Fonn). 

w Ex.h. PP (Undatrsd K:fat)S Grnup Seminar Presentation mid Utcratlarc). 

t)oi Exhs. G und U. 

t>S Kriuos Tr. at 49: 19-50:8; Hxh. A (September 28, 20 L2 Form ADV); Exh. B (Oc.tober 5: 2012 Fi)rni ADV). 
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Com.rnission staff that Krinos Finan(:ial must withdraw its regi8trat.ion because it did. not have 

suffidcnt a-ssets under nmnagement to br.:: n.~gistered with the Commission. Despite this 

admonition, Krinos Financial failed to withdra:w its regi8ttat1on untiJ October 3, 20 i 3. OIP ~ 80. 

F. Kdnos Acquired JJ'ordgaC-e, Issued a Fals~ Press Rdc.~ase, and FfJr(lgate ·Fail~d 
to ~1foke Re.:1u.ired Filing& With the Commission 

On May 1 O .. 20l3~ Krinos wired $30,000 from Krinos Holdings to Company C:r to 

pu.tchase tbe controlling int(~rest in Ford gate,, a shell company owned by Company C and. 

rcgist'-"ft..~ with the Com:mission. OTP i168, On or about Jtmc 27~ 2013t pursuant to a.n 

agreeu1e11tvv.ithKritKiS and Krinos Holding~s tbt? principal~ <.)f Company C n~$ign~~d their 

positions as director$ (tf Fordgate and Fordgate issued additional shares of stock making Kdnos 

"the c.ompany's controlling shareholder and sole officer and director. OIP f 69.66 On July !, 

2013~ using infonnatfon provided by Krinos, Fordgate filed with the Commission a press release 

on a Fortn g .. K announcing the acquisition of Fordgate by Krinos, and the anticipated merger of 

Fordgate with Krinos Holdings and its subsidiaries.67 The Form 8-K was signed by Krinos-~ O!P 

~-70.68 

The press telease contained multiple matc.1fal misrcprcsentatirn.is regardin·~~ the sc<.)pe: and 

Oi~UU"e of Kr.lnos Holding~~ business. For examplc.t the press release :falsely ·n:~prnscot¢.d ·~h~t 

Kd:nos Fimmdal b~d appttJXimately $20 mill.km in assets LU1der management. OrP llff 71 :69 The 

M KriJ1pslr~ ~t 47:23...1-H~:2~ Exh. C (l;ordgate AcquiSith'm Agreemrmt '''itll Krinos). 
67 Exh. JJ (lune 11, 2013 e-ruaH·from Shurmer providitlg infonnad<.10 .for 8;.K). 
68 Krinos Tr. at 48::3-48:9; Exh.KK (Te:;t Exh. 31) {June 28~ 2013 F·Drdgate Acquisition Corp. 8-K) 
6~' Krinos TL at 35: 13-36:5; 48:3-49:7. K:rh1os admitted in a Jetter to the SEC Office t'f Compliam.~c~ lnspe'.~tions: and 
Ex.ams that "Krinos F.immcial Group LTD. Jnc., is an Advisory fimi which has not sim~'~ its registration~ conduete~ 
advised, or solicited ~iny prospects. ohtak1t:dany clients~ opr.ned any new account~., transferred any accounts in· kind 
or the patent companies investors to conduct bus:ine.ss <.m ~ . .ny b~lsis for finftncfol advice, account management~ or 
receiv;;}d any foes from services it is Huthorized t<.~ provide.'~ fah. LL {January 15, 2013 Request" Letter from SEC :i.o 
Krinos~ Exh.-tvfM (Undated L~Ltcr frmnKdnostoKartholl und Abdul-Jah~el); S1:~~~ a/soCarccm Tr; 2t ll6:17-:-
I J6:20; lfornghty Tr. At266:1 ·1.:268:20; McEl&e:;h Tr. at 92.:i9-99:8. 
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pr<~ss rdease also :falsdy represented iha.t .Krinos Holdings was a. ~\liversifa~d fimmcia1 ~ervi<:es 

fimi designed to provide .innovative financfa.l advisory sc~rvkes to individual!~=- business~ and 

<:;rnployces in both the privat<~ f.tnd public se(~tors1 ~ and offored '"total financial advisory ;~ervices ln 

addition. to aml including .insurm1e<~ servic.{!S:; private equity a11d hedge fond m.ana.gcmcut, weahh 

management, IRA administration, and estate coordi11ation:i trusi. and trusk.e services.~' OlP ~I 7~. 

Finally, liordgute has .not made the required annual or qunrt(~rly filings with the Commission for 

any periods afl<~r tlu~ period ending Jm1e 30~ 2014. OIP ~ 73.70 

Ill. Su~11VIARY .DISPOSITION JS APPROPRIATE BEC.AlJSE THgR}: ARE NO 
GENUlNI!: ISSU~:s OF' MATERIAL li"ACT 

By order dated July 20~ 20.15, und pursuant to Ruk~ 250 of the Commission's Rule of 

Practice, the AL.T granted the Division leaw.~ to file a motion for summary disposition. Rule 

250(b) provides th.at a hearing officer may grant a motion for summary disposition if there is no 

genuine issue \vitl1 regard to any matetial foci and the parly making the motion. is entitled to 

summary disposition as a matter of law . .17 C.F.R. § 201.250(b). \Vhill~ the pleadings of the 

party against whom the motion is made are to be takc11 as tme, 17 C.F.R. § 201.250(a)~ there are 

no such pleadings here as the Respondents are in default. Accordingly:- it is tht~ allegations of the 

OIP that should be deemed to be true-:~. 17 C.F.R. §§ 20l. l55(a), 201.220(1). 

l11e Division ha~ nonetJ)e}f:)SS Sllpplemented the record with evidt~rn::e confirming tl1at the 

sununary disposition criteria arc satisfied. 'I'his evidence includes, among other things,. the 

investigative testimony of Kdnos. Tlu~ AL.T should draw adverse inferenc:es against Krinos o.n 

the basis of his invoc.ation of""tht~ l~ifth .1\mendm.ent privilege against self-incrimination in 

response to questions put to him under oath during the pre-suit investigation. Respondenl')~ 

failure to respond to the OfP and Krinos'= invocation of tl1e Fif.T.h Amendmeut------bolstcred by 

w .Exh. NN (Ford.gate SEC Filing History from EDGAR). 
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evidence of Respondent.~' own admissions, bank records and the sworn te~1:hnony of their own 

en1ployees·····<letxu:mstrat.<-~s that there are no genuine issues of ma:h:!:rial fact and thatthe relief 

r~questt:~d by the Division is in the public inlt~rcst. 

A. Respondent.~ Are in Default and the Allegations of tile OI.P Should .Be 
Ueetncd True. 

lJndet Rule of Practice 1 S5(a): a party to a Commission administrative proceeding may 

he deemed to be in default, and the allegations of the OIP against that party may be deemed to be 

true, a~ among oth~'r things,. the party fails to answer. J 7 C.F..R~ § 201. I 55(a)~ Sf:!e also 17 C_F.R. 

20L220(f). A party's.failure to ''otherwise defend the proceedintt ~llso supports a finding of 

d~faµlt.T7 C.F.R. § 20L15~(a). 

The Responde(rts are in default because they .have not filed the required Ant)~vers to the 

OTP, despite multiple chru1ces to do so. The OIP W3$ served on .Respondents on March 20, 2015, 

making their Answers due on April 9, 2015 (t\1venty day$ after service). OlP at 20; 11 C.F.R. § 

20.L220tb). Aftc!.l· mJssing tbis deadline$ Respondents weri;:: suhseqi1ently ordered t.o answer the 

OIP by .. May 22:, 2015. See AP Re.lease No~ 2657 (May 1C2015)~ On tha' date, Krinos submitted 

(via em.am a·one··sentence docmnent seeking to invoke his Fifth Amendment right against self-

incriminatfo11 ~'To Jr1 all questio11s and allegations'~ in this matter ~.:for all parfo.:!S.'' lbis- bbu)kct 

Fifth r.\rnendn:1ei1t assertion w~s fQutid 10 b~: :."deficient as a pleadingn and the Respondents. were 

ordered ltl file an amended Answer by June 17, 2015. $~~<~AP Release N<t: 2762 at 2 (Jtme 3, 

2015). 71 Re~po11de.tits we.re infom1ed that ~'"failure w do so will re~m.lt ilt defauit and the 

·----·································--
71 k-t :cv:t}>Ol'at~ erititks, .l(riru.>~ Holdingi> and Ford::iate have r~n flftb Amendment ri~ts and can-n1.lt i~vok~ the 
privilege. against$e,lf-iocrjmim1tinn. See Braswell v. Vnilf:cl Swfos, 4S7 U.S. 99, 102 (i988) (acknowledging thftt' ~~it 
is weil:-~~tablish'=d that such artificial enxilfos [as corporcstions] are. not prot,.::cted by t.hc hfth Amendment"~); see 
{~i.s~~~ e..g., Aln(ltl) v. C)nitedStali:s, 450 F.3d46~ 49 (lst Cir. 2006) (':A corporatfondo~s mlt l 1njoythe privilege 
again~t tidf~incthtdm1tion goarr:nteed by the Fiii:.h Amendmen~~ as the privilr:,ge fa a personal privi1¢ge enjoyed by 
natural·i:ndh:lduah:."). Thus, as the ALJ fouhd, the apparcntAn~~'er submitted. cm tbeir b~halfwru> cffcctiveJy·no 
answ~r at :al L 

17 



proc{~eding bt~ing determined againsl them:·' Id. (emphasis add(~d). Respondents ignored this 

dead.line, like the om-)S he.fore H, a:nd t.he allegations of the OJ.P ha:v(~ gone m1;:mswe:t-c!d. 

Furthermore~ Krinos .has sought merely to de.lay disposition of this prnceedi:ng; he .has .not 

sought to actually d.eft"!nd it. Indeed, as noted by the ALJ, •~Krinos informed the Division that he 

had no m.att~rials to present and no time to prepare a witness Hst or obtain expert inforrnation.,'.'~ 

AP Release No. 2948 at: 2 (July 20, 2015). 

Patrsuant i.o the AI.Ss .June 3:- 2015 order, and consistent v.ith the Commission's Ruks of 

Practice, the R(~spo.n.dm1ts should be fbund in default and the ALJ should tak(~ the allegations of 

the OIP as tme in ruling on the Division~s motion. 

ll. An Adverse Inference Should Be l>rawn from Krbtost I1tvocati9n of the ~"'irth 
Amendment . 

.During its investigation~ the Division sought to take Krinos' iestimony (on December 13, 

2013) about the facts at the heart of this case. Among other things, Krfoos was asked, under 

oath:- about the oil.er and sale of Krinos Ho1dingss stock and debenhm~ notes; representations be 

made, and infonnation. he omitte~ when soliciting such investments; the op(~rations of Kr.i.nos 

Holdings, induding whether it ever funded any start-up companies; whether Krbos spent funds 

raised from investors ·on his own personal expenses (including expenses at casinos aud strip 

clubs); bis use of investor money for foreign currency trading and \"Jhether such activity was 

disclosed to investors; his purported investment advisory business; and his acquisition of 

Fordgate. K.rinos refused to answer any of the Division's questions arid instead invoked his .Fifl:h 

Amendmen.1 privilt~g(~ against self-jncrimination.. Krinos was represented at the (~xamination by 

experienced counsel and stated il1at h(~ was invoking the Vilth Ame11drncnt on the advice of 

counsel. }:urther:: at. the out~et of the examination, Krinos was warned of the possible 

(.~Oll.St'.A1Uences ofl1is invocation of the Fifth Anumdme.ut. in the civil context. 
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.ln a dvil matter~ a party
1 s invocation. of 111(~ .Fifth Amendment is admissibh~ and 

com1x~t{mt. evidenc,~. See, e.g._. Baxter P. Palmigi(1no~ 425 U.S. 308, 318-20 (1976). As 1fo:~ 

Supre.me Court has sfa:tkd:- '"'silence in t]){~ fact of ac.cusaiion. js a relevant fa(;t . . . [and J ~is o.tten 

'~vidence of the most persuasive character.'.''~ Id. at 3 I 9 (quoting Unil!~d .. \"taies ex rel. Bilokumsky 

v. T6d, 263 U.S. ! 49~ 153-54 (l 923J). Here, Krinos\ refosa} to admit or deny the allegations of 

the OIP ai1d his r~fusal to answer any qm.~stions about t11e issues in this case, as to which he has 

k11owledge~ c:on.stitute probative evidence of his vio1atioils of th<~ anti fraud provisions of the 

federal seclUities laws. 

'N11en an individual in a civil matter invokes th(~ Hflh i\.mendment in respons<! to 

questioning, an inforence may be drawu that the ans\Ne1s would have been adverse to his or h(~r 

interests. See) f~.g., .Bax:t1?r., 425 T.J.S. at 318-20. ('[SEC admin.istra.tive] proceedings are civil in 

nature, and (.thus] an adverse~ .inforence may be drawn in such procc~e-<Hngs from a respondent's 

invocation <rf his fifth Amendm<~nt privilege against self incriminati011.'' Guy P. Riordan~ 

Securities Act Release No. 9085~ Exchange Act Release No. 61153, 2009 \VL 4731397, at *16 

(Dec~ 11,::2009). 72 The ad verse inference serves, in part, to off set the harm \:.~aused to the party, 

here the Division, who does not gd <lll~wers to its questions when asked and is i()rCi;:!d to expend 

time and resomces seeking the truth d.sewh.cre. See, e.g.; SEC v. Suman, 684 l•"'. Supp. 2d 378, 

386 (S.D.N.·~r. 2010) (dra\:i.ting a.dverse inference is appmpdate ~'bccaus~"'; Hie invo,mtion of the 

privilege [against self:.incrimina1io.n] re~mits in a disadvantage to opposing parties by keeping 

them .from obtaining infonnation 1ht~y could otf1crwise gef'). 

-----····--····-··············· 
n Similarly~ ·federal courts ''have allowt:d fact Jlndcrs to draw adver-se mfereru.:es when rhe target. of an SEC 
investigation invokes the right to silenci!.~~ S.EC-v. P1;cketPort.com, CivH Action No. 3:05-cv· 174'7 (JCH), 200t> WL 
2349452, at :11(1 (D. Cor..n. July 28, 2006) (citing SEC i~. Prater, 289 F. Supp. 2<.i 39. 50 (D. Conn. 200.3 )~ SEC v. 
Global Telecom ServJ.., LLC, 3251:. Supp. 2d ()4~ 109 (D. Conn. 2004)); see'! also SEC -v. Colello~ 139 F.3d 674, 677 
(9':l Cil'. 1998) (<'Patties are free to invoke the Fifth /nnendmcnt. in civil cases, but t!1e court is equally free to draw 
adverse infer~nct~s frmn their failure of proof:''); SBC v. Whiuem~1re? Civ. Action No. 05-869? 2010 \\lL 786247, at 
~6 (D.D.C. Mar. 9> 2010) ("The Court may nu~k'-~ an advt~rsc inference because this is a civil case and these 
Defendants contml the evidenc.Q. >>). 
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Therefore, in conskl,~ring th\~ H.!.cord in this case, the ALJ shm:Jd draw adv(~rS(! inferences 

against Krinos. Not only is his silem:e telling~ but Krinos' assertion of lhe Fifth Arneru11w:~nt also 

rendered impossible a full exploration of his position regarding any defonse io ·the Di v:isio.n.~ s. 

motion. While the a1legations. of th<~ OfP alone, and ce.nainly together with t.ht:: evidence 

submitted by the Division:o compel the gran:t of su .. mmm-y disposition~ Krinos' a.crnss-tlH.~-board 

.invocation of the fifth Am(mdment u<:ts "'as a thurnb on the sc~ates, tipping them decidedly in the 

Sl.,<.1 " f" ... J" · ... , s<~ 1.., ... ,..., 1 · ~ c' ,., ~ ... s avor:· rater, . .:. .'J' ·•. ~upp . . a a.t '.) 1. 

IV.. VIOLATIONS 

As a result of the conduct described above) Krinos ru:1d Krinos Holdings violated Sections 

1 O(b) of the Excrumge Act mid Rule 1 ObA5 theretmder, Section l 7(a) of lhe Securities .Act, and 

Krinos violated Sections 206(1):. (2) and 207~ and aided and abetted Krinos Finn11ciars violations 

of Section 203A, of the Advisers Act. Fordgate violat<.~d Section 13(a) of the Exchange Act and 

Rules 13a-1 acid 13a-13 therewlde.r. 

A. Krlnos n.ud Kt·it1os .Holdi:ug~ Violated Sectiun lO(~b) of the Excha11ge Ad and 
Section 17(a) of th•~ Sct;uritk~ Act. 

Exchauge Act Section lO(b) and Ru.le lOb-5 thereunder and Securities Act Section l 7(a) 

are:"~io be const111ed 'not teclmically and. restrktivt1ly' but flexibly to effectuate their remedial 

puqx)ses.:-~ A.f)Uiated Ute Citizens v. Unit;.?d States, 406 U.S. 128, 151 ( 1972). To prove fraud 

under Exchange Act Section lO(b) and. H .. ule .lOb-5 thereunder, the Division must (~stablish. that a 

respondent "'(1) madt~ a material mi.srepre."Sent.ation or a material omission as t.o which he had a 

duty to speak~ or used a fraud.ufor1t devke~ (2) \-\ri.t11 Hciemer; (3) in connection with the purchase 

or sale of securities.:-~ SEC v. li-fonarch Funding Corp.~ l 92 P.3d 295, 308 (2d Cir. 1999). 'fhe 

Supreme~ Court has previously defined scienter as ''a. mental state embracing intent to dec,eive, 

manjpula1t~ or defraud.'~ ErnsL & Ernst v. Hocl!.felder, 425 U.S. 185, 193 n.12 (1976). 
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R{~'~k.lessness is strtlicient to establish sci enter under Section l O(h). A4Wer l'. Charnpion Enter ... 

l ........ ~· 1"' 3 l 66"( ···71 (611 ("'. ..)()(" ..... ) nc., 5 1
·•", (' •• ( • J, b,,.,~ . > 1 ...Jr.,;., .J.1_. 

Essentially the~ same elements are required under St~curitie~ Ac:~t Sec:tion. l 7(a){ !)-{3)~ 

~'though no showing o.f scienter is required for the SEC to obtain an injunction under subsections 

(a)(2) or (a)(3.J." Afonarch Funding~ 192 F.3d at 308; see also SEC v. Better Ufi~ Club <~l 

America, .lnc.: 995 F. Supp. 167:- 175 {D.D.C. 1998) (c.iting Aa.ron v. aS'EC: 446 U.S. 680, 691,701 

(1980)). In addition, \v·hile both .Rule 10b-5(b) and Se<:tion 17(a)(2) address liability for false 

sta.tmrn~~nts~ pri.ma:ty liability may attach under Section 17fo)(2) if a. rnspondent ha.s, in co:nnection 

·with 1he offor or sale of a security) used a misstatement to obi:aiu money or property, even he was 

not du~ ''rnak,~r~' of the misstatement. In the .Matter of.John P. Fltmnery> File No. J-l 40$1 ~. Ex:ch~ 

AcL Rel. No. 73840> 2014 Wl, 7145625~ at *10-11(Dec.15~ 2014); see also ,\"'ECv. Tambone~ 

550 F.3d .106, 128 (1st Cir. 2008),. vacated on other !:!rounds, 550 F.3d 106 (1st Cir. 2009).73 

Krinos and Krinos Holdings violated Section l O(b) of the Exchange Ac~t und R\lle 1 Oh·· 

S(b) thereunder by making multiple materially fa1se and misleading representations to 

prospective investors about Krinos Holdil1gs~ busim.~ss, OJ)t~rations, prospects, and the use of 

investor funds.74 This same conduct violaied. Section 17(a)(2) of the Securities Act,. ~ Krinos 

and Kr.inos Holdings obtained in excess of$ I million ihrough the use of these false 8tate.ments. 

As discussed in more detail above: ~Kri.nos represented, in P.PMs~ Business Platl:~~ and 

conversations with investors that Kr.inos .Holdings \.Vould m~e investor ftmds for business 

'-' In Janus Capi1t.1l Group, Inc. v. Firsi Derlvmive Traders~ l3 l $. Ct. 2296 (2011 ), the Supreme Court held that 
Hab!Jity under Rule! Ob-5(b) for making a false statement could extend only to tlmse wilh "ultimate authority" over 
tlu~ foi~e statement.0 Id at 2302. Tht~ Cormnis5ion~ like many lower ft~demt wmts~ has conch.1d(;d that ''because the 
word 'mak(~/ is 'absent from the opt.~rative 1an~uugc" of Section l 7(a)(2)? Janus'.~ limitation on pl'immy liability 
und<:r Rule 10b-5(b) docs not apply to cinims arising under Set.~tion 17(a){2J.> .. f"!annt·ry, 2014 \\11 .. 7145625, at * 10~ 
n. 
14 

/\ fact is material if 1here is a substantial likelihood that a reasonable investor wouid cunsi<ler it important in 
rm~kl!.:g ru1 investment deci.~ion. St:i.~ /Jasic lnc. "·Levinson, 485 U.S. 224, 231 ( t 988). 
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purposes a.nd foifod to disdos<~ that .investor funds \vould be u-sed to pay his personal expenses. 75 

Krinos also presented financial statcm.ents that mischaracterized his personal use of invest.or 

t\.mds as business {~Xpenses at tilt~: F<~hruary 2013 investor 1mx~ting·-··-·tacitly recnmlizirnz thut those 
' ....... , .. 

in attendance> like a.ny reaso:nabk~ in.vestor~ \vould wa.m lo knov.-· that the capital they committed 

had not ~)een used. for 01,erations but .rather diverted to fond Krinos, Hfostyle. 

Among other misrepresentations~ Krinos also falsely stated that Krh1os Holdings c<n.1ld 

and would offer a variety of financial services to individuals and pmvid\~ loans to American 

start ... up companies~ which companies would be V(~ttcd by a rigorous due diligence process 

conducted by an expt.'rien,~ed team of analysts. Kr.inos further lured investors by claiming that Ile 

would. take the company public aud greatly increase the value of its stock. Frorn. the outset, 

Krinos kucw,. or was reckless in not. knowing? that Krinos Holdings could not provide these 

services or fulfill such promises. Ndtht~:r Krinos nor ai1y other employee of Krinos Holdings had 

any venture capital (tr other relevant business e>qx~ri(~nce or expertise. "Moreover, at no time did 

Kriuos Holdings have the fonds, or a reasonabk~ expectation of obtaining the fi.mds!' .necessary to 

finance any of the start ... up companies with v{hom Krinos had preliminary discussions. Further, 

from Summer 2012 th.rough at least Ja.11uary 2013t Krinos issued tnisleadi.n.g press rnleases and 

website posts suggesting thal Krinos .Hoidings was actually funding various start-up 

companies.76 UHimatcly, the only business conducted by Krinos }foldings was foreign currency 

.. ,s See ln the Matier of Fortenberry~ File N(>. J. 15858. Initial Decision Release ·r-fo. 748> 2015 WL 860715~ at *'2'5-27 
(March 2, 2015) (Even where :mbsc1·iptfon agreements alJowed for a ··reasonable salary ... r\.lmost by definition. 
h'~wever1 t.respc.udeut's] payrm.~1ts to himsdfwt~rc not rem;onable'' where respondent Huscd money from fhwe.stme.nt 
fimd ~s} account as if it were his own persona.I account ... ,,); Jn the 1\rfatter '?f Da...,id Henry Disraeli~ File No. 3··12288; 
ReL No. 8880, 2007 \VI.. 4481515, at *'J (D{:f;. 21. 2007) (noting that "[t]he dispositi'm of the. proceed~; o:f a 
securities oftedng is material inforn1ation~ and isstlcrs must mlhe-re strictly to the ~•ses for the proceeds d\~scribed in 
(a private placement memorandum]" ~:nd finding "that a reasonuble investor wmllri want to knnw !hat [respcmdoniJ 
was diverting t.hc pn:icct~ds of the offering to hi:-> i..wm u~e"). 

:t' F.-)i'tenberry, 2.015 \.VL 860715, at* 29 (Respondent's mi!>represeutatfons regarding the Htfopth and breadth'' of 
c:.ompany·~ investment~: was matt~rially fals<~); s1?e also Jn tht"? Matu~r of Anthony ,~·ields: File No. 3-14684, Rel. No. 



trading and risky real estate loans; but 1<.rinos and Krinos l-·loidiugs did not discJ.o~e that the 

company would engage in tlwse activities a~ a !)rinrnrv bu!;iness .strat\!gv. .. .. ... 

Krin.os (a.:nd thus .K.dnos Holdings) acied whh scienter. Tl Krin.os' mydad 

misrepresentations were inte:nt1onal or ''so hopelessly reckless as to an:iotmt to the same thing.~, 

l•(>rtenben:}J, 2015 WL 860715, at *30. Any notion that Krinos was simply overly- optimisti~ 

about Krinos lloldings~ prospects is belied hy the host of folse statements Krinos m.ude touting 

K.tinos Hoidings' purported success in actually fonding various stmt-up companies. Moreover, 

Krino.s unapologetically spent .hundreds of thousands of dollars of investor money o.n himself. 

See SEC v. Brown., 658 F.3d 858, 863 (8th Cir. 2011) (diversion of fands for defendant's 

"•personal expenst:}S~' :necessarily dm1e with scienter); SEC \1.Lyitle, 538 F.3d 601~ 604 (7th Cir. 

2008) (defendants' <-'pocket[ing ot] several million dollars of the~ inve!)ted money for their 

personal use"~ necesmuily done \\J~ith scienter). When Krir1os needed more money for his living 

and entertainment expensc~s ... he rctised more money from investors. When employees of K.rinos 

Holdings sought to curtail, or attt~mpt to prope:rly account fru·~ his personal s_pending> Krinos fired 

them or ignored their concern$. 

For these and other reasonst Krinos and Krir.ws Holdings also orchestrated a fraudulent 

sche.me in violation of Exchange A{~t Rules 10h·5(a) and Wb-5(c)., and Sections 17(a)(l) and 

(a)(3) of the Securities Act. By their Y<!ry terms-: the:>(>; proviskms ';.provide a broad linguistic 

.frame within which a large numbc~r of practices may fit'' f'lanne1:v, 2014 \¥L 7145625~ at *12 

···········--·--···--·········--·--········-·······-···················--····················································································----
4028, 2015 W.L 728005, at» 15· l 6 (Mis1·epresentation:; about experience <>f inv<~:ament te.mn and impossibility of 
busin~~S$ pfru\ conveyed a materially mi:;leading jmpressfon \)f the si:;.:e aud pmfossional qtt~lHfications of firm). 

·n ·rhc actions ~nd scient,~r of corporate directnrs!' offkers~ and empJoyet~5 may be imputed to the entity for pmposas 
of es1.ahHshing th{: entity:s primary fraud liability. B.g, SEC v. Pirate Jnw?st<.H~~ LLC, 580 F.3d 233~ 241 (4rn Ch". 
2009) (i1ffim1mg distrkt 1;omt's decision to impute liability of officer to a corporation); SEC v. Mgmt. Dynamics, 
Inc., 515 F.2d 801, 312 .. 13 (2d Cir. 1975) (broker-dealer held liable: for fh:ud violations committed by vice-president 
in charge of u·ading whl) had appamnt authority to iiCI: on behalf of firm); SEC v. Treadway, 430 F. Supp. 2d 293. 
3'37··3S (S.D.N.Y. 2006) (sdenter of corporate l~Xecutives can be imput~~J to corpi}rEite entjt(.es for purposes of 
St.x:tion !O(b) and Rule 10b~5). 
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(inlcrrn~J quotations ornitted). For example, they undr.mbk~d.ly "em~ompass the falsification of 

finantiaJ re(~ords to misstate a company:-s perf01mance~ a"' well as the orchestratio.u of sham 

transactions designed to give the faJse appearance of business operations.~' ld. ut 12. Rule 10b·· 

5(a) and (c.>) like Section l 7(a)(l)) ~'encompass all scicntc.r-bascd:r rnisstatemem related 

tnisc(tnduc:t.'~ Fla.rme1:>.:~ 2014 W.L 7 J 45625., at * 17. 

Krinus enga,g,!d in a schc1nc. to fraudulently obtain money (through n1isrepr.t."'-S(mta.tions 

and ~.:nnissi()08) and use that.::tnoncyto support himself and prop up his struggling pusin<.:z.'ises. 

Kri:oos lied t9 investnrs,. licd to hhn~mployecs:- lied in filings with the Co.ttu11ission~ and. falsified 

finax~¢ial ·r~cords. He further purpose:fillly disseminated rnfah1form.atior1 to the investit;1g public 

thro\igh newspape:c'S and social n1edia. ln s() doing; he t'.lnployed manipoJative and deceptiv.t:~ 

devi<:es~ and engaged in manjpuiativc and deceptive acts or practices, in violation i.."Jf Ruk 1 Ob· 

5(a) and (c)t ~md Sections 17(a)(I) and (3). 

H~ Krinos Violated S(,~tfons 206(i); (2), and 207s and Aided and Abetted Ki~inos 
I"lnanciaPs Vio.lations of Section 203A, of the Advisers Ad 

Sec: ti on 202(a)( 11) of the Advisers Act: de:fines an '~investme!lt advisee, as a "person wb<» 

for c:ompensation, engages in the hush1e~s of advising others. ~··as tc.> the vahte.of securities or 

as to ihe advisability of hw\~!)ting in, purchasing~ or selling securities ..... .,., Krinos 1~·immcial 

me~~};$ the dcfinitio.n of an investment ndviSf...T because it held itsclfmn ns an it1ves.1:nientadviser 

by registering as one with the Commission. See SEC i'. Fife, 31-1 F.3.d I.~ 10 .(1.st Cit. 2002); 

a~ an investment adviser considered to be "'"it1 the business'T of providing advice). Kritios was 

Krii.1os financial~s control person~ president~ and owner and was solely responsible for the 

management of Krinos Fii.1u11dal' s business~ including its provision of invegtment advisory 

scri.ire~ to clients and sibtningan<l filing its Form ADV. As not(!d. above~ Krlno~: advertised 
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inv<~stn.1en.t. advisory services on websites:- and also held seminars puqxniing to provide 

• i • d 1• • • • '78 r ' • • ' ,._, • I .,.. mvestment a< Vtl~(~ an· =~o ten dten.ts. 11ms, Krmos lnmself meets tlte L1e.tmruon 01 an 

invcste:nco.t adviser under th<.~ Advisers Act and (:a_n lx~ hdd dh-ecHy Ha.bk for violations (;f the 

Acf s provisions. See In the .Matter tf Koch and .Koch Asset ll..fan.agenwnt, LLC,. Advisers Ad 

Release No. 3836 (lviay 16, 2014); Jn the lvlatt(;~r of John .J. Kenny and Nicholson/Kenny Capital 

.Management, .Inc.~. Advisers Act Release No. 2128 (1'.fay 14~ 2003).19 

During the relevant period, Section 203A of the Advisers Act.gene.rally prohibited an 

investment adviser~ regulated or required to be regulated in tbe state in which it has it~~ principal 

office and place of business) from registering with the Commission, uuless it had asset<J under 

management in excess of $100 million or advised a regisk~red .investment company. As 

described above, Krinos .Financial never provided advisory services to a registered investment 

cornpany nor did it have assets under management in excess of $100 million~ and Krinos had no 

reasonable expectation of providin.g such sc~rvices~ or managing that amount of assets~ within 120 

days of filing Krinos Fin.ancia.l 's .Form ADV. Further~ .alt.hough Krinos had lx~n told by the 

exam staff on at least two occasions irl January and April of20l3 that he n.c~<!ded to wiihdraw 

Krinos Financial's regisu·ation> ru1d although Krinos represented in Fom1 ADVs. filed in March 

and April of 20 i 3 th.at he had no cli<~ntiS and no assels under rnanagement, be .failed to withdraw 

Krinos FinanciaPs registration until October, 2013.80 Thus, Krinos Finallcial violated> and 

Krinos aided. and abetted Krin.os .FinanciaJ's violation oJ~ Section 203A. of the Advisers Act~ See 

In the lvlatter of Warvdck Capital .A·1anagement, lnc., .File No. 3-12357-. 2008 \VL 149127 (Jan. 

·;:j Exlt. PP (Undated Krirms Group Semi.nr.r Presentation. and Literature). 

7r. But see Jn the ,~!taller of Russell H1: Stein, et al., File No. 3-9309. Adviser$ A\;i Rc:Jea'>e No. 21 J 4j 2003 WL 
· l 125746 (March 14f 2003) (Comm1ss.ion opinion. holding that an associated person of dually regi:itered McrriJl 
Lynch was not an inv~~sbYitmt adviser}. 

im Exh. SS (January 29, 2013dcfident:y1ettt~t frcnn Kal;tboH to Krinos; April 8~ :2013 deficiency lc.iter from KarthoU 
to Krjno.s). 
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l 6:- 2008) (ALJ d(:cision fin.ding adviser violated and principal aided .. r~b(~tted aud caused 

violations of SeGtion 203A where registered adviser was i.neligibfo f:o.r Co.tnm.ission registration). 

Section 207 of the Advis(!t"S Ac.t makes it unlawful ~'fhr anv t)(~rson vv·il.lfullv to make anv . , ~ . . ~ 

untrue statements of material fi.l(:\: !:n any registration application or t(!pO.ti filed with the 

Commission under Section 203 or 204 ... . -:-~ A finding of willfolness doe~ not. require an iment 

to violate, but merely an. int(~n.t to do the act which constitutes a violation. fflon.wver v. SEC~ 205 

F.3d 408, 413-15 (D.C. Cir. 2000); In the .Matter o.fZion Capitai Afanagement, Administrative 

Proceeding No. 3-10659 (Jan. 29> 2003). Krinos violated Section 207 by making untrue 

statements of matetial fad: in the September 28, 2012 Fonn .AJJV filed with the Co1mnission. At 

the time Kdnos filed th(~ Form ADV he knew~ or was re(;kless in uot knowing, that Krinos 

Fi11ancial had no reasonable (~Xpe<:tation of becoming eligible for registration \:Vith the 

Commission '\.Vithiu 120 day.s. K.rinos further certified that he would "und{~rtake to withdraw 

from SEC registration u: on the 120ih day afler my registration with the SEC becomes effective> l 

·v·muld be prohibited by Section 203A(a) of the .Advisers Act from registering v.ritl1 Lbe SEC.'" 

Krinos" registration became t~ffective on October 15, 2012 and yet he did not withdraw th<~ 

company's registrntion until October 2013, dcspit(: num(~rous requests to do so by Commission 

extun stafl: See .In the 1\1atter oflt-1.onfjcwd am.I C'ompmtY, ln.c., et ai. !>File No. 3-14536, Rek~<JS{~ 

No. 3829:. 2014 \VL 1744130 (May 2f 2014) (Commission. found adviser and principai violated 

Section 207 by filing inaccurate Form ADV). 

Cong.rc~ss created Section 206 of the Advis<~rs Act to prevcni fraudulent practices by 

investment advisers. SEC v. Capital Gains Research Bureau, Inc., 375 U.S. 180, 195 ( 1963 ), 

To accomplish tilis goal~ the "extent of conduct. subject to HahHity under the Advisers Act is 

broad.~~ SEC v. Treac:m:<U» 430 F. Supp. 2d 293, 338 (S.D.N.Y. 2006). Arnong other things, 
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Section 206 makes it unlawful for ~m investtm:~nt. adviser~ by use of the mails or any means of 

interstate commerce~ to ( .1) employ any de·vke, s<.~.ll(~mc or mtificc to defraud. or (2) (!tlgage irt 

any act~ 111.ms4dion~ practice or cour~e of busint:~ss ·which operate~ as a fraud or deceit upon any 

client or prospective: client. See 15 U.S.C. §§ 80b-6 (I)&: (2)~ Aaron v. SEC~ 445 l.LS. 680, 691-

93, 697 (1980). These anti.fraud provisions apply to ~~any inv<~stme:nt adviser':r whether registered 

wiihthe SHC or nQt. See 15 U.S.C. § 80b-2(l 1) (defining investment adviser). Scienter is 

required for a claim under Section 206(!) but not Sedion 206(2). ,S'ee SECv. Pimco Advi~wr~' 

J?imd A1gmt. LLC~: 341 f. Supp. 2d 454~ 4i0 (S.D.N.Y. 2004); see also Capiiai Gain~:, 375 U.S. 

'tt 184 & 19 l -·92. Section 206 "establishes a statutorv fiduciru·v dutv f.or investment .advisets. to 
~ ······ ~ ~ 

act :for the be:t1efit of their client()., requiring advisers to excreise the utmost. good faith in dealing 

with clients). tt, disclose all tr1aterial facts:r and to empk1y reas(mable care to avoid misleading· 

client~~~ Transamerica .MoYlg: Advisors.. Inc. \.>. Le·wis, 444 U.S. l l, 17 (1979) 

Kdnos violated Section 206 by providing false and misleading· info:m);ation to dienl.S 

andfor .Prospective clit:~nts.· a.bout Kri:oos Financiars business~ including its assc~t.s under 

management. Amoi1g other things, Krinos caused an 8-K and pre...,s release to- be filed with the 

Commission falsely clait11.fog that Krin.os "Financial had "approximately $20 f ni]illiorl in as.~ets 

under ma:iiagerne.nt. ?~ Krinos knew) and intended~ that prospective cliems wc.)uhl roly on Kdi-~os 

Firu.:mcial~s fulse representations about its assets under management in considc·r~ing whether to 

select Kril'l<ls Financial as tfo:~ir investn).cnt advise:r. 

Fl)rd.gatc is required, ptir~uanl to Seclion. J3(a) of the Exchange Ad and.Rt.ti.es Ba-i and 

l 3a .. 13 thetetmder1 to file thnely a.nd accurate annual and quarh.!dy .report~ with the Commission. 

F()tdgale has noi made any periodic filing::; with the Commission sin<~e its .Form 1 () .. Q for the 

period ended March 31, 2013, Fo-rdgate has faHe<l to file its Forms l 0-Q for the quarte·r-gending 
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JmK~ 30, 2013. September 30, 2013, .March 31, 2014, and June 30, 20 J 4~ aml ii~~ Form 10-·K for 

tll{! year ertdhlg Ik,~cmb(~r 31, 2013. ·rhus, Fo.rdgak is currently violating Si;,~ction l3(a) and 

Rules 13a··1 and. 13a-·13 th(~reunder. 

V. SANCIIONS 

In lighl of £.he foregoing willful violations of the .federal securities Jaws, the :fbJlowi11g 

sanctions arc appropria:i.<~ and should be ordered hy the ALJ: disgorgement of $1,042:--033.93, for 

which Krinos Holdings a.n.d. Krinos should be jointly and severally liable; an appropriate dviJ 

peualty against K.rinos; a c:ease-and-desist order as to all Respondents; a permanent coilateral bar 

against Krinos; m1d revocation. of each class of registered secutities of Ford.ga.te. 

In determining whc;.~thcr a sanction serves the public interes~ the Commission (!Om:ideis 

the following factors: the egregiousness of tl1e respondent~ s ru:~tions; tl1e isolat<!.<i or recurrent 

nature of th<~ violation; U1e degree of sdenf.(~r imtolved; the sincerity of ihe resporu:lc:mt's 

assurances, if any, against future violations; the respondent's recognition of the wrongful nature 

of his conduct; and the likelihood that the respondenfs oc<.mpa.tion will present opportunities for 

thture violations. John./>. F1annery~ Securities Act Rek~ase No. 9689~ 2014 \VI.; 7145625, at *37 

(De(;. 15, 2014); Gm:y i\1.. Kornman, File No. 3-12716~ Exchange Act Rdease No. 59403, 2009 

"\VI 367 ~, .. ~ . *-.t'." (I' b l"" 2oo<r l -;.• .J "'E'/"'f 6.0'} I" 2d 11""'6" 1 J4f .. ,, .. c· vv. .• . . 6J ... , at ·· \) . •e '· .-,, ~·);see a so ,,...tem.1man v . .. \ -~t.. •• , _., .•• • k , . J l-· .lf. 

1979). The Commission f s '-inquiry is .flexible, all({ no one fa<~tor is dispositive.'~ Flannery_, 2014 

WL 7145625, at *37. Ht~re, these factors all weig-J1 heavily i£1 favor of the sanctions requested by 

the Division. 

"fhis case involves repeated fraudulent condud by Krino~ and Krinos Holdings~ and 

Krinos actc~d. \Vjth a hlr.Jl degree of scicn.t:cr. Far from a one··time lapse in judgment~ .his empty 

promises, false disclosures and mis.use o.f Krinos Holdings' corporate bank accmmt (funded 
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almost exc.htsivdy \-vith investor xnon.\~y) re.fleet intentional and rcc.urring conduct, the wrongful 

nature of which Kri:nos has refused to recognize, even blaming his com.pany~:s fa.ihrr(~s on .fm.111er 

ernployees imd Lhe sta~ff.,s .investigathm.81 lJnder tJ1ese circumstances, tl1cre .is a significant risk 

of future violation!~. Fortenb(W.t}'.? 20.l 5 WL 860715, at *33 (a single pm~t violat1on ordi.nmily 

suffic.es lt) t~stablish a risk of future violations). And there is a compelling need for the san<:tions 

discussed below. Toby G. Scr.unmell~ File No. 3""'.1527.l ~ Advisers Act Release No. 3961 ~ 2014 

SEC LEX1S 4193, at *25 (Oct. 29~ 2014) (''Fidelity to the pub1ic interest requires a severe 

sanction when a respom:lent 7
S .misconduct ju.volves fraud because the securities business is one in 

which opportunities for dishonesty recur constantly.:-~ (internal qnota:tion marks omitted)); Jn the 

lvtatler <!,f Peter Siris, Fi.le No. 3-·15057, Exchange A.ct Rele~L~(~ No. 71068, 2013 SEC LEXIS 

J924~ at *23 (Dec:. 12, 2013) (viofatfons of the ru1tifraud provisions warrant "the severest of 

~~nctions under the securities laws"). 

A. Kri1)os and Krlnos Holdings: Should Be Ord~red. to Disgorge Their .Ul~Gottcn 
~:nins~ 

Section 8A( e) of the Securities .c'\.ct and Sectjon 21 C( e) of the Exchange Act, and Section 

203(j) of the .Advisers Act, autho.rize the Commission to order disgorgement, inclucllng 

reasonable interest.. in this proceeding. 15 lJ.S.C. §§ 77h-1 (ej, 78u-3(c), 80b-3(j). Disgorgcmeni. 

is U.."1 equitable remc~dy ~'dcsigm~l to deprive a. wrongdoer of his unjust enrichment and to d~~ter 

others from violating the securities htws. '~ SEC v. First (Jty Fin. Co171. ~ 890 F.2d t 215, 1230 

(D.C. Cir. 1989). The Divisiot1,s burden to es-tablish t11e amount of disgorgement is '"Jight~~ and 

d · ., . i , .. c-:1. .. ('" 1"'1'':>1' . 1· 408 r• "d ... ., ... "7~.&..· (11th( .. 2c· O"'· oes not reqmre · exact1tu< e. · =~· ~ •.. v . .t!. " ayJJhone> nc., ·· .r· .~) 1 ... 1., :)~' ;ir. · •t :-> ). 

"The amount of disgorgement ordernd ne(~d only be a reasonable appmxhnation of profit~ 

causally connected to the violation; any risk o:f w1certainty fin t;:1lcu.lathlg disg(Jrgcment] shouJd 

s: .b:h. RR (Sepi~mb6f 9, 2013 e;'l-·.cnail from K1i:ll>!i to John Oslaud at Gravity Invesuuents). 
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foll on the wrongdoer \iVhose ilk~ga1 con.duct created that uncertainty." SEC v First Jersey Sec.: 

Inc., l 01 f".3d 1450:: l 475 (2d Cir .. 1996), .Moreover:- ••the ovcrwht.~1ming \\•eight of authority 

hold[s] tbat securities law violal.Qrs may not ofisd their disgorge1ncnt Hability with business 

... si·,<·' lr> (:. ·--g I' .... :l 8 .. -. gr. l fgtll (-· -; )11. expenses:· ~ .. ~, .. v . . :>rOl•t-'n, ):>c . · .~.H. '- )8, ( ,> '· < .:ir . ..:.{ ) . 

. Here, the basis for an order of disgorgeme.nt ls appare.nt. Ktinos Holdings~ under tbe sole 

direction and control of Krinos~ was lmjustly enriched by at least $1,042,fH3.93 in investor 

funds, raised through the fraudu1t~11t offer and ~ale of KrinosHoldings' securHies.~12 Krinos 

Holdings and Krinos should be jointly and severally Hable for paying this amount ••where two 

or more individuals or entities collaborate or have a close relationship in engaging in the 

violation of the securities laws, diey may be hddjointly and severally liable for-the 

disgorgernent of the illegally obtained proce(~ds.,, Sl!~C v, .l.T. 1'Vallenbrock & Assocs.~ 440 P.3d 

l l 09~ l I. i 7 (9rJ; Cir. 2006); see also, e.g., First Jersey Sec.> l 01 F.3d at 1475 (awarding 

disgorgerntmt on joint and several basis where o~"l1er and chief executive collaborated h1 

unlawfhl conduct with entity and profited from violations). 

'TI1is is so even if Krinos did not personally benefit from the entire amount raised from 

investors, though he argua.hly did. See SEC i~. Pla(forms Wireiess Int'/ Corp.,, 617 F.3d l.072, 

1098 (9t.~ Cir. 2010) (''.We have never held that a personal fimmcial benefit is a pt)rquisite for 

·joint and sev<~ral liability. Rather~ we have held defendants jointly and S(~verally Hable in case-s 

where, for example, the defondants 'used all of the investors, funds to op<~rate their ... scheme 

and invest in speculative business venttU-C!~, all to the detendants" benefit m (quoting J. 7: 

Wallenbrock!' 440 'F.3d at 1117)). Because Krin.os '.lrchestrated the unlawful transactions and had 

control of the proceeds through his control. of Krinos Holdings, he should be held jointly and 

severally liable fo.rthe total an1ount of$1,042~(J33.93. Plaf/iirms Wirel!:~Ss int'/ Corp., 617 F.3d 

~2 Tatman Dec i. at ~ l 2. 
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at 1098 (''It is not. inequitubJe lo rt~quire [CEOJ joh1tly lo shm~e the burde11 of restoring the 

illegally obtained monies, even if he did :not allocate the.m to himsel.C). 

Pr~indgm<mt interest, .lik{~ disgorg<~TO(m.t, prevents a. defendant from being \U\jtlslly 

enriched ihrougJ1 the time-value of the money he frau<luJently obtained. Se~~, e.g., SEC P. Levine, 

517 F'. Supp. 2d 121, 141 (D.D.C. 2007). 'The rat<~ established by the lnt.ernal Revem.1e Service 

fi.)r tax underpayment is an appropriate rat<~ fi.u pn~j udgment interest because it reasona:bly 

approximates the un.jl1st benefit oftfo·~ use of the money. See P/a~j(Jrms Wireless ln.t'l, 617 F.3d 

at 1099; f "irst Jersey Sec., 10 l F .Jd at 147 4, Applying that method~ the pre-Judgment int{m~st on 

K.rinos Ho.ldings' disgorgeme:nt obligation of $1,042_,033.93 has been calculated to be 

$55,886.00 up through the filing of tl1is motion~ .t{.lr a total disgorgement obligation of 

$1,097 ,919.93., for which Krinos should be jointly and severally liable. 83 

At a minimum, Krinos should be liable for th{~ amount of investor fonds that he diverted 

to himseJf in. the form t)f salary and payments for frivolous personal expenses. 111 cases brought 

by the Commission, courts have ordered defon<lants to disgorge salary and oth<~r sd.t~styled 

"compensation" wlu~re~ as h~)re, it. was causally connected to ill<~gal a'~tivity. See, e.g., SEC v. 

Conaway, 697 F. Supp. 2d 733 (E.D. Mich. 2010) (ordering disgorg<~ment of former CE<Ys $5 

mil.lion retention .loan~ which had been forgiven by the company upon his separation, as ':.[.i]t \\i·as 

not mo11ey to which the defendant \\iou1d hav{~ been entitled.,~ if the fraud had. been discJosed); 

SEC v. Bia.ck, No. 04 C 7377, 2009 VlL 1181480~ at ;;2··3 (.N.D. Ill. Apr. 30:. 2009) (s1ating that 

''[d]isgorgement of salaries and other fonns of compensation may be an appropriate remedy/' 

and ordeting disgorgcment of certain. compensation that defendant likely would not hav(~ 

received if the fraud had b(~n disdosed); SBC v. Church Exl"ension t~(the ('hurch of God~ Inc.'! 

429 F. Supp. 2d 1045=- 1050 (S.D. lnd. 2005) (orderin.g disgorgemem of one half of each 

:.-; Tatman Deel. at~ J-4. 
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de fondant'' s base salary b~x:a.use the ~e(:u.ritk!S violations {ma.hied ddendax1ts l<• con.tinne their 

employment longer than tht~y othcn.vise \Vould llavl~); SEC v. Dtexel Burnham Lmnbert, 1nc,:. 837 

I., ~. . 58~7 ~·11 (.S lYN -v· ·19· ,v, ·1·[.• ·> l (' 1'.Y(.... /> J 1.· r ·') :t -·)( --··p ·1 l ( .. . . ·. "'llpp. .. , "' . ).. .... 1 . l.. . "-">)~ C!.l.l a suo nom., .. ~u:, .· v . . osner! "; 1" .:1c ) ..... )~ :, ... ~ .. :. ( .... ( ... ir. 

1994) (orde:rlng disgorgerncnt of"~money paid to [de.fondants] ostensibly as com.pcnsation for 

their services as otlk~ers and directors'' b{~cause had it not heen for th<.frr frauduk!nt. conduc:t, 

defi:m.dants wcmld not have been able lo place tlicn1selves hi highwpaid positions at th<~ (~ompa.uy). 

As in the above cited ca')es~ Krinos' violations of the sc~\~uriifos laws placed him in 

pv~itio.n to receive $281,,622.39 in salary~ cash and personal expe:ns{~ :rdmhnrsement from Krinos 

Holdings; the underlyfog source of these~ payments being investor fonds raised in the fraudulent 

offbrin.gs. Allo'\ving Krinos to retain the benefit of th<~si;.~ payments would leave him uxtju.stly 

enriched and thus, at a minimum, ordering disgorgement of $281 ,622.39, plus prejudgment 

int.en~st, is an appropriate~ remedial measure. 84 

n. Krinos Should Be Ordere<l to Pay a Civ.il Pcualty. 

Section 8A(g) of the~ Secnrities Act., Section 21B(b) of the Exchange Act, and Section 

203(i) of the Advisers Ac1=: authorize tlie Commission to st~ek civil penalties in cea.~e··and-desist 

proceedings against ~my person who has violated, or wus tbe cause of a violation~ of.an.y 

:.Ptovisi(m ot~ or mle promulgated und.<~r~ the respective st.atmes. The statutes set out a three .. 

-tiered system fi::>r detennining the m.aximum dvil penalty .for each act or omission. The statutory 

requirements for imposition ofthird··tier penalties are met in this ca.~e because Krinos·~ conduct 

(l) involved fraud=- deceit~ manipulation and delibt,rate or reckless disregard of a regulatory 

requirement, and (2) resulted in substantial losses or created a significant risk of substantial 

losses to investors and result(~d in substantial pecuniary gain to Krinos . .Accordingly, the :AL.J 
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rnay impose penalty of$150:-000 for each a.ct or omission occl.nTing afl:e.r l\tlarc.h 3, 2009 and on 

· ~ f' ,.. " t " ')O l ... ..,, ·17 < .. 'I"' J> § .. ">() 1 1 )() 1 l 'O ~ or ~)C ore _,,1arc.ll .. , ·"" ·'· See .:. ·1 • '·· ... ~. •• ( .... (1 ). 

Herc~ the Division submits that Krinos violat<~d th'~ Securities Act and the Exchange Act 

Ht least 19 times through the fraudulent offer and sale of Kr.inns Holdings' securities lo at least 

19 different investors. See, e.g., SEC v. Lazare Indus., Inc." 2941:;\:!d .. A_ppx. 711:- 715 (3d Cir. 

2008) (each sale of unregistered Htock was a separntt~ v.ioJation); SEC v. Colonial Inv. j\,fgmt. 

LLC~ 659 P. Supp. 2d 457~ 503 (S.D.N.Y. 2009) (court found 18 violations of same regulation 

and imposed penalty of l 8 times the stah1tory p<.'}nalty amount); SEC v. Kenton Capital1 Ltd, 69 

F. Supp. 2d l, 17 n.15 (D.D.C. 1998) (court assesse,d third ... tier pena.lty of $1.2 million by 

multiplying maximwn S{atutory penalty amount($ I 00~000 at the time) hy number of defrauded 

inv<~stors (twelve)). Krinos a1so separately vioiatc~d the Advisers Aci by fiH:og a false T:onn 

.ADV> suggesting Kri:nos Financial would soon acquire $I 00 million iu assets under 

management, and by subsequentJ.y issuing a false press release sta1ing that K.rinos financial had 

ap.proximatdy $20 million. in assets under manag(:ment. 85 Krinos, fraudulent conduct warratlts 

~"a severe Stmction.,, Scamme!l, 2014 SEC LEXTS 4193, at *25. Co11sequently,. the ALJ may 

impose a penalty of $150,000 for each of the 19 violations. The Division submits that a penalty 

of$"} ,042,033~93, equai to the total amount of the fraudulent offerings but less than tlu~ 

maximum allowed~ would n:l<.!anin.gful punish Krinos and serve the public. interest.. 

C. l<:rim~s nnd Krhaos Holdings Sbould Be Ordered to Cease aml Desist. 

Securities Act Se<:iion 8A) Exchange Act Section 21 C., and Advisers Act Section 203(k.) 

crnpower tl1e Commission t.o order a person who has heen fouud to have violated or caused any 

violation of those Acts, to cease and desist from committing or causing such violations and any 

S.'i While the separate violation$ of the Advhmrs Act may not hnve resultt~d in subs1antial losses to othel"S (or 
substantial gain to Krinos), they crt~atctl a significant ri5k of substantial losses because investors could have 
entru~1t;;~d substat1tiai fonds t{> Kxinos bt~lieving he was n1mu1gjng $20 .. $100 mHHcm in assets. 
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future vio1utions. The factors in comiid~ri.ng wheth~:r a cease-and-desist order is warranted are 

~imilar to th'~ Steadman factors the Commission g{:~ncrnHy considers for whether ~my remedial 

sanction serves the publit~ interest, albeit with added emphasis on the possibility of future 

violations. Kl'lvJG Peat Alarwick LLP, .fiilc .l'fo. 3-1591&, Exchange Act Release No. 43862, 2001 

•• 
1I .. -~ .. I f:··x1c.1 ()fJ ··J· · 1 P . .,l.J')·L' ·· · · ·1 · • d 28<>. I .. "": l l'{l9· (Tl ... , ·('':· . 'l()Q"l) · · · · ' ·. b ~ .~c ... =--~. .;;-, ~- o t an. .f; .... " ... )~pet. ueme ~ .. ! ... ~( . : \ .". ,(~··· .. tr .. JW $..,. As set form a ove, 

all of these fa.ctorn weigh heavily in favor of sanctions,ineludin~~ a cca.c;c~and-dcsi~t order against 

Krinos and .Krinos Ho'ldings . 

.D.. A .P~rm~nent CoUa~eral Bar is Approp.rutte Agah~t :.Krb10~. 

Advisers Act Section 20.3(f) authori'l..<:~s the Comt:ni~1'io:ct to. bar or su::.~~11& a person from 

association with ·any investment adviser~ broker, dt~aler~ municipal $ecu..rities .dea.l¢r, .municipttl 

advi..~or~ transJet ag~nt, or nationally recognized statistical rating organizaHon eNRSRO'~) for 

will fol violations of th~ Securitius Act, Exchange Act: or Advisers Ai::t AUhe tinl.e Krinos ma.de 

matc~1jal nlisstate:ments and.omissio11s, he was acting 'is an :investment adviser. S(K~tion 9(h) also 

authorizes the Commission to bar or suspend a person ftom:serving in a variety of positions with 

a registered im.:esirnent co:tnpany 'ls a· sanction for willful violutions of the Securities Act, 

Exchange Act( or Advise:rs Act Given Krinos~ wilHUl vfohition of each of these· Acts and ·the 

egregious tuttur~ ,,f tbe ·violations, the ALJ should perma.11entJy bar Krinos from association \Vith 

any hwe:;b.:i:1e..trt ad'vlsct, brok~r~ de.al~:r:, m1tt)ic.ipal ~ec;.urities dealer,. municipal advisor;. transfer 

agent~ 1)t .NRSRO and frtm1 serving ot acting in any p(>sition listed in. Investment Company Act 

Section -9.(b). 

~;, Revocation is the Appt~opriuJe Remedy for Fordgate>s Section 13(a) Violations • 

.Exchange Act Section 12(j) providt~s that the Commission n1.ay nwoke or suspend the 

:regi~b~atfon of an. i~:~n1cr's· sec.urities where it 1s ''necessaty iJr appropriate for ~he .w·<>tectfon of 
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inv<~stors.J' Failure to make periodic filings as required by Seetion 13(a) is sufficient grounds for 

revocation under Section l 2(.i). See, In the .Matter t.f (1ateway lnt >[Holdings: Inc., File No. 3-

16603~ Exchange Act. Rel. No. 53907~ at. 9:- 12 (May 3 l, 2006). As discussed above, Fordgat<~ 

has not mude any quarterly filings since being acquired by Kiinos Holdings. Fordgate's 

common stock is registered under Section l 2(g) of the Ex.change Act. 'Thus:- the Division 

requests that the ALJ r<~voke the .regL~ration of each class of registered· securities of Fordgate. 

VI. CONCLUSION 

For all the .reasons set forth above:- the Division respectfully requests thatthe 

Administrative Law Judge grant the Division,s Motion for Summary Disposition and issue an 

Initial Decision making the findings and ordering the sanctions requested herein. 

Dated: August 7:- 2015 Respectfolly submitted, 

Michael D. Foster (312) 886-8520 
Jonathan I. Katz (312) 886-3940 
Secu.rities and Exchange Commission 
175 West Jackson Boulevard, Suite 900 
Chicago, Illinois 60604 

COUNSEL FOH. 
DIVISION OF ENFORCEMENT 
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CE~RTlFlCATt<~ OF SERVICJ<: 

1 hereby certif}" that tn1e copies of the foregoing document were sent by overnight mail 
am1 <~mail to the following on this 7th day of August.:i 2015: 

George N. Krinos 
 

Campbell~ Ohio  
( ) 

K.rinos Holdings, Inc. and 
Fordgate Acquisition Cm11. 
c/o 
George N. Krinos 

e 
Campbell, Ohio  
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