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INTRODUCTION 

Diane Dalmy-an experienced attorney who specializes in providing legal 

advice to issuers making public offerings of securities-played an integral role in, and 

personally profited from, a classic pump-and-dump scheme involving the penny stock 

Zenergy International, Inc. She provided bogus legal opinions that facilitated a 

scheme in which unsuspecting public investors were defrauded of $4.4 million. The 

district court that presided over the Commission's action against Dalmy found that 

her misconduct violated Sections 5(a) and 5(c) of the Securities Act of 1933, 15 U.S.C. 

§ 77e. 

Dalmy cannot contest the district court's findings supporting its conclusion 

that she violated Section 5, and the sole issue now is the appropriate sanction to be 

imposed under Commission Rule of Practice ("Rule") 102(e) for her professional 

misconduct. As there is no genuine issue with regard to any material fact, summary 

disposition is appropriate. Rule 250(b). Based on the factual findings in the district 

court's order and Dalmy's own admissions, it is clear that her conduct was egregious, 

was committed with scienter, and was part of a pattern of misconduct committed by 

an attorney with decades of experience in the securities industry generally, and the 

penny-stock industry particularly. To protect the integrity of the Commission's 

processes and to deter other attorneys from similar misconduct, the public interest 

weighs in favor of disqualifying Dalmy from appearing and practicing before the 

Commission for a substantial period commensurate with the severity of her 

misconduct. 



PROCEDURAL HISTORY 

On August 1, 2013, the Commission filed a civil enforcement action against 

Dalmy in the United States District Court for the Northern District of Illinois 

alleging that she violated Sections 5(a) and 5(c) of the Securities Act. Docket Entry 

("DE") 1, attached as Exh. 1. 1 The district court ("Court") granted the Commission's 

motion for partial summary judgment, finding no genuine issue of material fact that 

Dalmy violated Section 5. DE 84, attached as Exh. 2.2 Following the Court's 

determination that Dalmy violated the securities laws, the Commission filed a motion 

seeking pecuniary and injunctive remedies. DE 90. The Court has not yet ruled on 

that motion. 

Based on the Court's decision, the Commission temporarily suspended Dalmy 

from appearing or practicing before the Commission as an attorney and instituted the 

instant proceeding. Exchange Act Release No. 767 40 (Dec. 22, 2015). Dalmy filed a 

petition to lift the temporary suspension, which the Commission denied. Exchange 

Act Release No. 76980 (Jan. 27, 2016). At a prehearing conference, Dalmy agreed 

that this proceeding should be resolved by summary disposition. 

1 All references to the docket are to SEC v. Zenergy Int'l, Inc., et al., N.D. Ill. Case No. 
13-cv-05511. 

2 "DE 84" is the Court's Memorandum Opinion and Order ("Order") (Sept. 30, 2015). 
Dalmy may not contest the findings in that Order. See Rule 102(e)(3)(iv) (petitioner 
"may not contest any finding made against him or her or fact admitted by him or her 
in the judicial ... proceeding upon which the proceeding under this paragraph (e)(3) 
is predicated."). 

2 



BACKGROUND 

The Commission alleged that Dalmy played an integral role in a pump-and-

dump scheme orchestrated by Bosko Gasich, co-founder ofZenergy, a purported 

biofuels company. Zenergy gained access to the public securities markets through a 

reverse merger with Paradigm Tactical Products Inc., a public shell company that 

purportedly sold security -devices. As part of the merger, Paradigm assumed 

convertible debt securities Zenergy purportedly had previously given Gasich in 

consideration for a loan. The original conversion rate on those debt securities was 

$0.001 per share. As part of the reverse merger, the conversion rate was effectively 

changed to $0.0001, so that Gasich could convert his debt securities into 300-rather 

than 30-million shares of Zenergy. The effect was to give him control over 68% of 

the total number of shares outstanding and put him in position to control the new 

company. 

Dalmy drafted the Share Exchange Agreement whereby Zenergy shareholders 

gained control over Paradigm, and prepared various board resolutions and other 

documents that were necessary to effectuate the transaction. Order at 5, 8. Gasich 

assigned portions of his debt securities to Dalmy, his family, his friends, associates of 

Paradigm, and others in June 2009. Id. at 8. Gasich and others instituted a touting 

campaign to raise the price ofZenergy shares after the merger. Id. at 1. Dalmy and 

the other assignees immediately exercised their conversion rights and promptly sold 

shares in the public markets after an extensive touting campaign that created a 

dramatic spike in Zenergy's share price. Id. at 7. 
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Zenergy shares were never registered. Insiders were able to sell their shares 

only because Dalmy prepared attorney opinion letters for at least 11 companies and 

individuals, including herself, opining that Zenergy shares received through Gasich's 

assignments were exempt from the registration requirements of Section 5 of the 

Securities Act and could be transferred without restriction. Id. at 8. The 

Commission alleged Dalmy violated Section 5 by selling shares and by authoring her 

opinion letters, because the Zenergy shares were not exempt from registration since 

Gasich was an affiliate ofZenergy and/or Paradigm was a shell company. 

A The Commission established that Dalmy knowingly violated 
Section 5. 

In the various opinion letters she issued, Dalmy stated that "the requirements 

of Rule 144(b) have been met and the sale of the shares of common stock of [Zenergy] 

... will be exempt from the registration requirements of the Act under the exemption 

set forth in Rule 144(b)." See, e.g., Exh. 3. But the Rule 144 safe harbor is not 

available when the shares are obtained from an "affiliate" of the issuer, or when the 

securities were issued by a "shell company." 3 The Commission's evidence established 

that the Zenergy shares were not exempt from registration because Gasich was an 

"affiliate" of Zenergy and because Paradigm as a "shell company." And the 

Commission's evidence demonstrated that Dalmy knew or should have known that 

her opinion letters were fatally flawed for those reasons when she issued them. 

a See 17 C.F.R. § 230.144. 
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1. Dalmy knew that Gasich was an affiliate of Zenergy. 

Under Rule 144, sellers of stock in a non-reporting issuer, like Zenergy, must 

comply with a one-year holding period, meaning a minimum of one year must lapse 

between the later of: (1) the date when the securities are acquired "from the issuer, or 

from any affiliate of the issuer" and (2) the subsequent re-sale of those securities. 17 

C.F.R. § 230.144(d)(l)(ii) (emphasis added). The holding period indisputably was not 

met in this case, so the "only question is whether Gasich was an 'affiliate of the 

issuer,' Zenergy." Order at 11. Rule 144 defines an "affiliate" as "a person that 

directly, or indirectly through one or more intermediaries, controls, or is controlled 

by, or is under common control with [the] issuer." 17 C.F.R. § 230.144(a)(l). Rule 

405 defines "control" as "the possession, direct or indirect, of the power to direct or 

cause the direction of management or policies of a person whether through ownership 

of voting securities, by contract, or otherwise." 17 C.F.R. § 230.405. 

Dalmy's email communications demonstrate that she knew Gasich was an 

affiliate ofZenergy. Dalmy understood that the term "affiliate" includes shareholders 

who own at least 10% of a company's stock. Exh. 4 at 43. On at least four separate 

occasions, Dalmy received or sent emails stating that Gasich owned more than 10% of 

Zenergy's stock and/or that he was an affiliate ofZenergy: 

• On May 17, 2009, Gasich told Dalmy that he was a "10%+ owner" of 
Zenergy, Exh. 5; 

• On May 18, 2009, Scott Wilding4 (a consultant who was Dalmy's primary 
contact on behalf of Paradigm during the merger discussions)5 copied the 

4 The Court noted that "Administrative Law Judge Brenda P. Murray had 
[previously] ordered Wilding to cease and desist from violating Sections 5(a) and (c) of 
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information from Gasich's earlier email and resent it to Dalmy, affirming 
that Gasich owned "10%+" ofZenergy, Exh. 6; 

• On May 19, 2009, Dalmy explicitly recognized that "Gasich [w]as an 
affiliate" of Zenergy and that the shares assigned by Gasich were restricted, 
Id.; and 

• On June 3, 2009, Wilding wrote Dalmy, "since bob [Gasich] is an affiliate 
with zenergy (10%), not a director or control person do you see any 
violations of rule 144 that could ever come back to haunt us," Exh. 7 
(emphasis added, errors in original). 

While these emails only discuss Gasich' s actual 10%+ stock ownership in 

Zenergy, Dalmy knew, based on her work preparing transaction documents, that 

Gasich's debt conversion rights allowed him to acquire control over approximately 

68% of the company. See Order at 14. Thus, before she issued her legal opinions, 

Dalmy knew that Gasich could take complete control of Zenergy and was thus an 

"affiliate," making Rule 144 inapplicable. And Dalmy knew or was reckless in not 

knowing that Gasich exercised day-to-day control over Zenergy so that "separate from 

his ownership interests, Gasich possessed sufficient influence over Zenergy to confirm 

his status as an affiliate." Id. at 13. 

the Securities Act," see Order at 4 n.3, as a result of his participation in a similar 
pump-and-dump scheme. See Research Investment Group, Securities Act Release No. 
83871 (ALl Feb. 17, 2004). 

5 Wilding had been marketing Paradigm to companies seeking access to publicly
traded shares. Wilding, with Dalmy's assistance, engaged in unsuccessful merger 
negotiations with a purported seller of nutritional supplements before turning to the 
merger with Zenergy. Order at 4 n.4; Exh. 8. 
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2. Dalmy knew that Paradigm was a shell company. 

The Rule 144 safe harbor is also unavailable to securities issued by shell 

companies. 17 C.F.R. § 230.144(i). A shell company is defined as a company with "no 

or nominal operations" and "no or nominal assets." Id. Although the Court found it 

unnecessary to formally rule on whether Zenergy and Paradigm were shell 

companies, see Order at 12 n.10, it repeatedly referred to Paradigm as such and 

quoted admissions from key participants in the scheme that Paradigm was a shell 

company. See id. at 3-5. For example, the Court cited Wilding's admission that 

"[t]here is no rationale [for merging two companies with different businesses]: one is 

a shell, there is nothing there, and one wanted to go public." Id. at 4. 6 The Court 

highlighted Dalmy's admission "that she understood that Paradigm would deliver 

'zero' assets and liabilities at closing." Id. at 5. The Court cited Dalmy's website, 

which recognized the type of reverse merger entered into by Zenergy and Paradigm 

as a "method by which an active privately-owned operating company goes public by 

completing a transaction with a public shell company .... " Id. at 3. 

And Dalmy's own emails show that she knew or was reckless in not knowing 

that Paradigm was a shell company. She was directly involved in discussions 

regarding identifying potential companies that Paradigm sought to merge with prior 

to Zenergy and knew, or should have known, that a willingness to merge with any 

number of companies in unrelated fields suggested that Paradigm was a shell 

6 Paradigm's CEO, Vincent Cammarata, similarly admitted that Paradigm "had zero 
operating capital" at the time of the reverse merger. Order at 4. "[Robert] Luiten 
[Zenergy's co-founder] also understood that Gasich had identified Paradigm as a shell 
company 'for the purpose of entering a reverse merger."' Id. at 5. 
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company. See Exh. 8. And on July 20, 2009, after the Zenergy/Paradigm merger-

but before she authored many of her legal opinions-Dalmy emailed Gasich that she 

did not provide FINRA a fax number, email address, or website address for the 

company "because I did not think the company had such information." Exh. 9. 

Virtually any operational company would have these basic tools of business. Yet, in 

her numerous opinion letters to transfer agents-written both before and after she 

stated she did not believe the company had even this rudimentary information-

Dalmy falsely opined that Paradigm "is not and has not been a shell corporation as 

defined in Rule 230.405 of the Securities Act." See, e.g., Exh. 3. 

3. Dalmy knew about touting activities in anticipation of 
dumping the worthless Zenergy stock on the public. 

Dalmy issued her opinion letters despite being made privy to the plan to 

engage in a wide-scale promotion campaign immediately after Zenergy went public 

and the windfall profits expected to result: 

• On March 27, 2009, Wilding forwarded Dalmy nine press releases about 
Zenergy that would be coming out "after we're public." Wilding observed 
that "15 more press release[s] [were] in the process of being written," and 
the "stock will open around 01 and go from there," Exh. 10; 

• On April 19, 2009, Wilding forwarded Dalmy an email containing a draft 
press release claiming that the merger would bring Paradigm "tremendous 
business opportunity and generation of revenues" and that after the merger 
the new company "will explode into a promising new business that will 
make an astonishing presence around the world." Exh. 11; see also Exh. 12 
(April 13, 2009 email from Wilding to Dalmy stating that Gasich was 
working on a press release "with what you [Dalmy] sent us"). 

• On May 28, 2009, Wilding wrote Dalmy that "[w ]e're golden once the shares 
hit our accounts, payday is right around the corner," Exh. 13; and 
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• Days later, Wilding told Dalmy that "[w]ere so close to making a huge score 
... it's like we won the lottery but cannot cash in ticket for a few weeks." 
Exh. 14. 

The purpose of the touting campaign was to create a short-term spike in 

Zenergy's share price so that insiders could profit from sales ofZenergy stock to 

unsuspecting public investors. And that is precisely what occurred: Dalmy sold 1 

million shares ofZenergy stock for $43,995 in mid-August 2009. Order at 7. Without 

Dalmy's opinion letters, neither she nor the other insiders could have sold any 

Zenergy stock without going through the registration process or waiting the one-year 

holding period. 

4. Dalmy engaged in additional misconduct related to the false 
opinion letters. 

Dalmy's misconduct was not limited to her false opinion that Zenergy shares 

were exempt from registration. She committed a series of independent misdeeds to 

facilitate the scheme over the course of the six-month span in which she issued her 

opinion letters. 

a. Dalmy lied to a broker-dealer about a backdated note. 

As part of his "heightened due diligence" regarding one of Dalmy's,Jetters prior 

to processing the sale ofZenergy shares, a broker-dealer requested information from 

Dalmy about the "verbal" amendment to Gasich's convertible notes to allow for 

cashless conversion. Exh. 15. The amendment permitting cashless conversion was 

critical to when the debt was considered "acquired" for the one-year holding period 
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requirements. Id. 7 Dalmy responded that "the verbal debt agreement is supported 

by a convertible note evidencing the debt." Id. The broker-dealer processed the 

shares based on Dalmy's representation. But Dalmy now contends that her 

representation to the broker-dealer was a "false statement." Exh. 4 at 249-50. She 

claims that "[t]here was no note. And I didn't reflect a note in any of my opinions." 

Id. at 249. 

In fact, it is Dalmy's current contention that is false: there was a note-a note 

that had been backdated so that the holding period would appear to be met. Id. at 

225-28. Dalmy now denies knowledge of the backdated note, but the note was based 

on a template she provided, the note was found in her files and she produced it to the 

SEC, and she emailed the note to an insider along with her opinion letter "for 

submission to the transfer agent with supporting documentation." Id. at 225-30; Exh. 

16.8 

b. Dalmy falsely represented that a consultant had been gifted 
shares. 

Dalmy also made a misrepresentation with respect to an opinion letter issued 

August 26, 2009 to a different transfer agent. Dalmy's opinion letter represented 

7 Counsel for the broker-dealer questioned whether Dalmy had any legal authority for 
her determination that the "verbal" amendment to the Zenergy debt to allow cashless 
conversion could be used for tacking purposes under Rule 144 to meet the holding 
period requirements. Id. 

s On June 4, 2009, Gasich asked Dalmy to prepare a board "resolution ratifying the 
Zenergy Debt and terms thereof. If we don't have, we will need to prepare with 
current date but effective May 2007 - the date of the note - please adjust date on 
legal opinions." Id.; Exh. 17. The note actually created had a date of April 7, 2008. 
Exh. at 226; Exh. 18. 
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that she had examined an "Acknowledgment of Gift Shares dated August 7, 2009" in 

. support of her opinion that the shares could be issued without registration. 9 Exh. 19. 

However, Dalmy could produce no evidence that such a document existed. She 

surmised it was in a box of documentation purportedly destroyed in a flood at her 

office 10 and on a computer that purportedly crashed. Id. at 267-68; see also id. at 18, 

21-25. Moreover, she attached a consulting agreement to the same opinion letter 

(despite later claiming to have never seen said consulting agreement) that 

demonstrates that the "friend" receiving a "gift" was actually a consultant being paid 

for services rendered. Id. at 265-66; Exhs. 19-20.11 

9 "Securities acquired from an affiliate of the issuer by gift shall be deemed to have 
been acquired by the donee when they were acquired by the donor." 17 C.F.R. § 
230.144(d)(iii)(v). Therefore, if one receives shares as a bona fide gift, the recipient 
can tack on the time the affiliate held the shares to meet the holding period 
provisions of Rule 144(d); but someone who receives shares for services rendered is 
not permitted to tack the affiliate's or corporation's holding period to their own. See 
SEC v. Spongetech Delivery Sys., Inc., 2011 WL 887940, at *17 (E.D.N.Y. Mar. 14, 
2011) (attorney issuing opinion letter authorizing unrestricted sale of stock violated 
Section 5 where he "should have known that the shares were given for consideration," 
rather than as a gift). 

10 The flood also purportedly destroyed: (a) the Paradigm press releases Dalmy says 
she reviewed to determine that Paradigm was not a shell company, (b) research she 
says she did about Zenergy to ascertain it was not a shell company; and (c) the April 
2008 financial statements she says she reviewed referencing the convertible debt held 
by Gasich. Id. at 90-92, 233. 

11 Dalmy claimed that Wilding gifted certain of his shares to a personal friend, see id. 
at 259-260, which Wilding denied. Exh. 21 at 141. 
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c. Dalmy issued her final opinion letter despite admitted 
misgivings about Zenergy in light of increased regulatory 
scrutiny. 

Cammarata, Paradigm's CEO and an assignee of shares from Gasich, asked 

Dalmy for an opinion letter in mid-December 2009 to enable him to sell shares. Exh. 

22. She initially responded that she was not providing any Rule 144 opinion letters 

at that time due to heightened regulatory scrutiny. Cammarata replied, "i cant 

beleiv you arent i am really discusted and pissed i asked for nothing ive been begging 

for months and i am owe this this is bullsshit i hope you atleat have the descency to 

finalize 1 request and get me what i am owed you promised you should reconsider 

and you wont hear from me again[.]" Id. (errors in original). Dalmy responded, 

''Vinny. This is killing me. I will. But I need to explain to you tomorrow." Id. She 

explained in a later email, "I am not going to write an opinion until I am satisfied 

that there are absolutely no issues regarding this company. I am not going to risk my 

license ... I need to make sure that all is in order - and I am not sure it is." Id. 

(emphasis added). 

Despite her qualms about Zenergy and "the state of affairs in the industry 

involving FINRA and the SEC," Dalmy relented and issued an opinion letter on 

behalf of Cammarata. Id.; Exh. 23. It is unclear what (if any) additional due 

diligence Dalmy did to get "satisfied that there are absolutely no issues regarding this 

company," but her efforts (if any) clearly failed to uncover that her opinion letter was 

as fatally flawed as the other ten letters she wrote to further the Zenergy scheme. 
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B. The Court granted the Commission's Motion for Summary 
Judgment against Dalmy. 

The Court held that there was no genuine issue of material fact that Gasich 

was an affiliate ofZenergy. Id. at 12.12 Gasich owned approximately one-third of 

Zenergy's outstanding stock and his convertible debt, if exercised, gave him the right 

to own approximately two-thirds of the outstanding shares. Id. at 12-13. And 

"separate from his ownership interests, Gasich possessed sufficient influence over 

Zenergy to confirm his status as an affiliate," including serving as Dalmy's "primary 
1 

contactO'' on Zenergy's behalf for merger negotiations. Id. at 13-14. The Court hbld 

that, "because ofGasich's affiliate status, Rule 144 required Dalmy to wait a yeJ 

before she sold her Zenergy stock, since she acquired it from Gasich. She did not I do 

so. Because Dalmy failed to comply with the one-year holding requirement, she i 

cannot invoke the Rule 144 safe harbor or the Section 4(1) exemption." Id. at14. I 

Accordingly, the Court concluded that Dalmy directly violated Section 5 because ~he 
I 

I 

sold "one million shares of Zenergy stock for $43,995" to "unsuspecting investors.] Id. 

at 1, 9. The Court found that she "also violated Section 5 by serving as an indire1t 

i 
seller to the other assignees" because her false opinion letters enabled other insi;ers 

to sell shares to unsuspecting investors. Id. at 11 n.9. The insiders, including D,lmy, 

sold Zenergy shares after an "approximately tenfold" increase in Zenergy's share i 

I 

12 Because Gasich was an affiliate ofZenergy, the Court found it unnecessary to Le 
on whether Paradigm was a shell company, see id. at 12 n.10, but it did repeatedly 
refer to it as such. Id. at 3-5. 
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price following an "organized D campaign to promote Zenergy in press releases" for a 

cumulative profit of approximately $4.4 million. Id. at 1.13 

ARGUMENT 

I. THE COMMISSION APPLIES THE STEADMAN FACTORS IN 
DETERMINING WHETHER THE PUBLIC INTEREST WILL BE SERVED 
BY DISQUALIFYING AN ATTORNEY FROM APPEARING OR 
PRACTICING. 

The Commission relies on the diligence and competence of professionals who 

appear and practice before it, and has thus long recognized the appropriate use of 

disciplinary proceedings to protect the integrity of its processes. See, e.g., Touche 

Ross & Co. v. SEC, 609 F.2d 570, 579-82 (2nd Cir. 1979); Marrie v. SEC, 374 F.3d 

1196, 1200 (D.C. Cir. 2004); William R. Carter, 47 S.E.C. 471, 1981 WL 384414, at *5 

(Feb. 28, 1981) ("[I]f a lawyer violates ethical or professional standards, or becomes a 

conscious participant in violations of the securities laws, or performs his professional 

function without regard to the consequences, it will not do to say that ... this 

Commission must stand helplessly by while the lawyer carries his privilege of 

appearing and practicing before the Commission on to the next client"). It is essential 

that the Commission be able to rely on the trustworthiness and probity of 

professionals who have an "especially central place ... in the investment process and 

in the enforcement of the body of federal law aimed at keeping that process fair" and 

1a The Court declined to address Dalmy's contention that she acted in good faith. Id. 
at 9 n.6. But the Court specifically noted that Dalmy admitted that she "understood 
that Paradigm would deliver 'zero' assets and liabilities at closing" and that "Gasich 
had significant involvement" in the negotiations on behalf of Zenergy. Id. at 5, 14. 
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on whom the Commission is thus "peculiarly dependent." Emanuel Fields, 45 S.E.C. 

262, 1973 WL 149285, at *3 n. 20 (June 18, 1973). 

It is well-settled that the Commission considers a number of factors in 

assessing whether the public interest requires imposing administrative sanctions: 

In addition to considering that [a securities law violation has been 
found], the imposition of administrative sanctions requires 
consideration of: the egregiousness of the defendant's actions, the 
isolated or recurrent nature of the infraction, the degree of scienter 
involved, the sincerity of the defendant's assurances against future 
violations, the defendant's recognition of the wrongful nature of his 
conduct, and the likelihood that the defendant's occupation will present 
opportunities for future violations. 

Steadman v. SEC, 603 F.2d 1126, 1140 (5th Cir. 1979), affd on other grounds, 450 

U.S. 91 (1981). The Commission's "inquiry into the appropriate remedial sanction 'is 

a flexible one, and no one factor is dispositive."' Chris G. Gunderson, Exchange Act 

Release No. 61234, 2009 WL 4981617, at *5 (Dec. 23, 2009); see also SEC v. Fehn, 97 

F.3d 1276, 1295-96 (9th Cir. 1996). 

Consistent with the purpose of Rule 102(e), the Commission also considers the 

deterrent effect of a suspension. See, e.g., Steven Altman, Exchange Act Release No. 

63306, 2010 WL 5092725, at *20 (Nov. 10, 2010) (imposing permanent suspension 

and noting that "other attorneys, who might be encouraged by a more lenient 

sanction to act in a similar fashion, must also be deterred"); Ahmed Mohamed 

Soliman, Exchange Act Release No. 35609, 1995 WL 237220, at *3 n.12 (April 17, 

1995) (the selection of an appropriate sanction involves considering several elements, 

including deterrence); Lester Kuznetz, Exchange Act Release No. 23525, 1986 WL 

625417, at *3 (Aug. 12, 1986) (noting that the sanction of a bar "serves the purpose of 
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general deterrence"); McCarthy v. SEC, 406 F .3d 179, 190 (2nd Cir. 2005) (noting 

that deterrent value is a relevant factor to consider in deciding length of suspension). 

II. APPLICATION OF THE STEADMAN FACTORS SUPPORTS 
DISQUALIFYING DALMY FROM APPEARING OR PRACTICING 
BEFORE THE COMMISSION FOR A SUBSTANTIAL PERIOD. 

Dalmy asserts that she made an innocent and isolated mistake and contends 

there "is simply no reason to conclude that [she] will be further tempted to violate the 

law." Exh. 24 (Dalmy's Opp. to SEC Motion for Remedies) at 9. But the record 

reflects that Dalmy's conduct was intentional, egregious, and recurrent. She violated 

her professional responsibilities as an attorney and her obligations to the investing 

public. Her misconduct, the need to protect the investing public, and the need to 

deter others tempted to engage in similar misconduct, warrant a substantial 

suspension. 

0 Dalmy's Violations Were Egregious. 

Dalmy is an experienced securities lawyer who abused her position to 

personally profit from a pump-and-dump scheme. Dalmy was instrumental to the 

scheme: without her preparation of the transaction documents and at least eleven 

attorney opinion letters, none of the worthless Zenergy stock could have been sold to 

the investing public. Rather than protecting the investing public, she profited at its 

expense. 

Dalmy's conduct was egregious because she knew that her opinion that Gasich 

was not an affiliate of Zenergy was false. She knew that Gasich owned more than 

10% ofZenergy shares and after the merger could control 68 percent of the total 

shares outstanding. Order at 14. Dalmy also knew that Paradigm sought to merge 
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with another company, irrespective of its industry, and "understood that Paradigm 

would deliver 'zero' assets and liabilities at closing." Id. at 4-5. She therefore knew 

or was reckless in not knowing that Paradigm was a shell company. And Dalmy 

knew about the "organized [] campaign to promote Zenergy in press releases" to drive 

a sudden share price increase, see id. at 1, because she had been forwarded many 

draft press releases, was informed about others, and apparently drafted at least 

portions of some of the releases. Exhs. 10-12. 

Dalmy argued before the Court that her actions were not egregious because 

she acted in good faith and she caused no harm, because, as she asserted, "[h]ad [she] 

not issued her opinion, Zenergy could have registered the shares and sold them 

publicly." Exh. 24 at 6. Alternatively, she asserts "Zenergy could have waited for the 

one-year affiliate waiting period to pass and then sell shares without registration." 

Id. Dalmy's circular logic that no investor was harmed by the registration violations 

because the shares could have been sold a year later ignores that the failure to 

register the securities when they were being sold unlawfully deprived the investing 

public of the financial and other disclosures about Zenergy that a registration 

statement containing accurate financial information provides. See, e.g., SEC v. 

Ralston Purina Co., 346 U.S. 119, 124 (1953) (the "design of the statute [the 

Securities Act] is to protect investors by promoting full disclosure of information 

thought necessary to informed investment decisions"). Her contention also ignores 

that, had the true financial picture of Zenergy been revealed, it would have impeded 

the ability of the insiders-including herself-to sell shares to what the Court termed 
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"unsuspecting investors" after the stock shot up "approximately tenfold" due to the 

touting campaign in the approximately two-and-a-half months after the reverse

merger. Order at L 

Dalmy argues there is no reason to believe that accurate financial information 

in a registration statement "would have tempered that demand" for Zenergy stock. 

Exh. 24 at 7. Her argument ignores the Court's determination that purchasers were 

"unsuspecting investors" and, by her contorted logic, the Commission should overlook 

her registration violations since (in Dalmy's view) disclosures in registration filings 

provide no value to the investing public. Her position ignores the law and is not a 

meritorious argument in support of her contention that her violations were not 

egregious. See, e.g., SEC v. Cavanagh, 445 F.3d 105, 115 (2nd Cir. 2006) 

("Registration exemptions are construed strictly to promote full disclosure of 

information for the protection of the investing public."). 

Most troublingly, Dalmy knew before issuing her first opinion letter that a 

touting campaign was planned for the period immediately after Zenergy went public, 

and that campaign was specifically designed to cause a short-term spike in Zenergy's 

share price that would lead to a "huge score" for Dalmy and other insiders. Exh. 14. 

Dalmy received at least nine press releases that had been drafted and was advised of 

15 more being written that would cause the "stock [to] open around 01 and go from 

there." Exh. 10. She was told that the "payday is right around the corner" and that 

"it's like we won the lottery but cannot cash in [the] ticket for a few weeks." Exhs. 13-

14. 
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That Dalmy, Wilding, and other insiders specifically plotted to cash in "right 

around the corner" and had to wait only "a few weeks" for their jackpot renders 

specious Dalmy's contention that she and other assignees could have simply waited 

for the one-year holding period to expire before selling.14 

Between early June and mid-August 2009, the price per share ofZenergy stock 

increased approximately "tenfold" as a result of the touting campaign of which Dalmy 

was aware. See Order at 1, 7. Dalmy sold one million of the shares assigned to her in 

less than one week in mid-August during this dramatic appreciation of the stock. Id. 

at 7. Dalmy, like other insiders who similarly sold shares following the touting, 

clearly understood that the shares had to be unloaded before the investing public 

realized that they were essentially worthless. In fact, by March 2010, Zenergy shares 

were essentially worthless, see id. at 7, and any insider who held shares until that 

point would have missed the opportunity to sell his shares when they still had 

"value." 

In sum, in facilitating this pump-and-dump scheme through her false opinion 

letters and other misconduct, Dalmy allowed her greed to overcome her professional 

obligations. Thus, her violations were egregious. 

14 Dalmy concedes that even this option would not exist if either Zenergy or Paradigm 
was a shell company. Exh. 24 at 6 n.l. As discussed above, while the Court found it 
unnecessary to specifically rule on that question, it repeatedly referred to Paradigm 
as a shell company-a description that is amply supported by the evidence. 
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8 Dalmy Acted With A High Degree of Scienter. 

Compounding the egregiousness ofDalmy's misconduct is the fact that she 

acted with a high degree of scienter. A defendant's scienter is established if she acted 

knowingly or recklessly. SEC v. Jakubowski, 150 F.3d 675, 681 (7th Cir. 1998) (citing 

Sundstrand Corp. v. Sun. Chem Corp., 553 F.2d 1033, 1044-45 (7th Cir. 1977)). 

"Deliberate ignorance ... is a form of knowledge." Id. at 181. 

As chronicled on her own website, Dalmy was an attorney with decades of 

experience in the securities industry with a particular focus on providing legal advice 

to penny-stock issuers to enable them to sell their securities publicly. Exh. 26. Given 

her experience, Dalmy's contention that she made a single, honest mistake is belied 

by the overwhelming evidence available to her that Zenergy shares were not exempt 

from registration. When Dalmy wrote her opinion letters stating that the Zenergy 

shares were "free of any restriction on transfer" and without registration under Rule 

144(b), she knew (or at the very least recklessly disregarded) that her statement was 

false and that the shares she claimed could be free-trading without restriction were 

actually intended for a pump-and-dump scheme. 

First, she knew her opinion was false because Gasich was clearly an "affiliate" 

ofZenergy. Order at 14 ("Gasich was an 'affiliate' ofZenergy because Zenergy was 

under Gasich's control."). On at least four separate occasions, Dalmy received or sent 

emails expressly stating that Gasich owned more than 10% ofZenergy's shares 

(which rendered him an affiliate) and/or specifically referred to him as an affiliate. 

Exhs. 5-7. Wilding even explicitly emailed that Gasich "is an affiliate with [Z]energy 
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(10%)" and asked whether that could "come back to haunt us" with respect to Rule 

144. Exh. 7. The Court also recognized that Dalmy knew through the documents she 

prepared and reviewed as transaction counsel that (a) Gasich controlled more than 

50% of Zenergy shares outstanding as a result of his debt conversion, and (b) 

"separate from his ownership interests, Gasich possessed sufficient influence over 

Zenergy to confirm his status as an affiliate." Order at 13; see also id. at 14 (noting 

that Dalmy admitted "Gasich had significant involvement in the negotiations on 

behalf of Zenergy'' and assisted in drafting documents necessary to effectuate the 

transaction). 

Second, she knew, or was reckless in not knowing, that Paradigm was a shell 

company. As Dalmy's own website promoting her experience with reverse mergers 

states, "[m]ost public companies that enter into reverse mergers are shell companies, 

which are companies that have no significant operations or assets." Exh. 26. As the 

Court noted, Dalmy "admits that she understood that Paradigm would deliver 'zero' 

assets and liabilities at closing." Order at 5. The Court further stated that "other 

participants in the transaction also viewed Paradigm as a 'shell' company that had 

the ability to issue public shares." Id. at 4. Dalmy implicitly acknowledged that the 

transaction involved shell companies when she told Gasich that she "did not think 

the company had" a fax number, email, address or website-all necessary for genuine 

business operations. Exh. 9. 
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0 Dalmy's Misconduct Was Recurrent. 

Dalmy's contention that she simply made a single mistake ignores that she 

committed eleven separate violations of Section 5. She violated Section 5 as a direct 

seller ofZenergy stock and by authoring the attorney opinion letters that allowed her 

and the other ten Gasich assignees to sell their shares. Order at 5, 11 n.9. 

Dalmy argues that, "[w]hile she wrote several opinion letters, the letters were 

the result of one mistake," i.e., opining that Zenergy shares were exempt from 

registration-and therefore she only "violated the law once." Exh. 24 at 12. This 

contention ignores that she issued these separate opinion letters, to separate 

individuals, over the course of many months, and after she became aware of 

significant evidence (assuming arguendo she did not know beforehand) that her 

opinion letters were false. To illustrate, Dalmy issued her first Zenergy opinion letter 

in mid-June 2009. Exh. 4 at 202; Exh. 3. Shortly after issuing that opinion, Dalmy 

claims that she was abruptly fired for "asking a lot of questions. I wanted a lot of 

documents on their business operations. I wanted to see every contract. I told them I 

wanted to see every-each and every press release that went out." Exh. 4 at 201-02. 

Despite supposedly being fired for asking too many questions-the answers to which 

might have shown that the merger involved shell companies and/or that the scheme 

participants were issuing false and misleading press releases as part of a pump-and

dump scheme-Dalmy issued subsequent opinion letters throughout the summer of 

2009 without doing any further due diligence. Id. at 205. Dalmy contends that it 

"never crossed [her] mind" that being fired for asking for additional information 
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might be a sign that the information she had been provided-and supposedly relied 

upon in forming her opinions-had been inaccurate. Id. at 206. Given her expertise 

in the penny-stock world, it strains credulity to believe that her supposed termination 

raised no concerns with her. Dalmy was willfully blind to the evidence of misconduct 

before her as she continued to issue opinion letters, but as the Commission has 

recognized, willful blindness is no defense. See, e.g., John Carley, Securities Act 

Release No. 8888 (Jan. 31, 2008), remanded in part on other grounds in Zacharias v. 

SEC, 569 F.3d 458 (D.C. Cir. 2009).15 

• The July 1. 2009 representations regarding her opinion letter 

Dalmy committed separate misconduct in relation to her opinion letter on July 

1, 2009, when counsel for a broker-dealer conducted "heightened due diligence" 

regarding Dalmy's opinion letter before processing the sale of the Zenergy shares. 

Exh. 15. The broker-dealer questioned Dalmy about whether a verbal amendment 

"can be used for tacking purposes under Rule 144" so that the holding period could be 

met sooner. Id. Dalmy responded that "the verbal debt agreement [which 

purportedly amended Gasich's debt to allow for cashless conversion] is supported by a 

convertible note evidencing the debt." Id. Dalmy now claims her representation to 

the broker-dealer about the existence of a "note" was a "false statement" and "[t]here 

15 Her claim that she was terminated is itself suspicious given her continued work 
related to the transaction, see id. at 204-05, and one could question whether Dalmy 
fabricated her supposed termination in an effort to distance herself from her 
misconduct and the Zenergy scheme. Regardless of whether one credits Dalmy's 
termination claim, she engaged in serial misconduct that permitted the Zenergy 
scheme to continue well after issuing her first opinion letter. 
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was no note. And I didn't reflect a note in any of my opinions." Exh. 4 at 249-50. 

Making a "false statement" to a broker-dealer is itself a serious offense, but her 

misconduct is even more deceitful: there was a convertible note and Dalmy's 

representation to the broker-dealer that a written note existed was true. Why did 

Dalmy claim before the Court to have lied to a broker-dealer rather than 

acknowledge that she accurately referenced the note in response to the broker-

dealer's inquiry? The answer is simple: the convertible note had been backdated so 

that the holding period would be shorter if it was necessary to rely on the one-year 

waiting period. Id. at 225-28; see also note 8 supra. 

Dalmy's claims of ignorance of the existence of the note also ring false for other 

reasons: (a) she provided Gasich the template to use for the note, id. at 225; 16 (b) she 

had the note in her files and produced it to the SEC, id. at 225-26; 17 (c) she received 

an email from Gasich (with the exact same date ultimately found on the note) asking 

her to prepare a board resolution ratifying the note, id. at 229-30; 18 (d) Dalmy 

personally emailed the convertible note to an assignee along with her opinion letter 

16 Dalmy contends that she provided the template to "utilize for future debt 
quote/unquote," but not for a (backdated) note to use with the Zenergy merger. Id. 

11 In testifying before the staff, Dalmy stated, "I have no idea how I received that [the 
note], when I received that, who sent it to me, who prepared it." Id. at 227. "There 
was no note, as far as I was concerned, in my mind." Id. at 226. She was "shocked" 
when she found it in her files. Id. at 228. 

18 Dalmy claimed she had "no idea what he [Gasich] meant in his email" and offered 
no explanation for how the date in the email happened to match the date in the 
convertible note--that wound up in her possession-in a way she cannot explain. Id. 
at 229-30. 
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"for submission to the transfer agent with supporting documentation," see Exh. 16; 19 

and (e) Dalmy explicitly told counsel to a broker-dealer conducting due diligence that 

the debt agreement "is supported by a convertible note evidencing the debt." Exh. 15. 

In sum, Dalmy deceived the broker-dealer. Either there was no note, as she 

now claims, and she knowingly made a "false statement" to the broker-dealer to 

assuage his concerns; or there was a note, as she represented to the broker-dealer, 

that she knew was backdated and thus could not be relied upon to permit the shares 

to trade. 

• The August 26. 2009 opinion letter 

Dalmy committed yet another transgression regarding an opinion letter dated 

August 26, 2009 to a different transfer agent. In her letter, Dalmy represented that 

she had examined an "Acknowledgment of Gift Shares dated August 7, 2009." In 

fact, no such document existed and the shares were not gifted to that individual. 

Instead, the recipient of these shares served as a consultant to the company and 

received these shares as compensation for services rendered. Id. at 265-66; Exhs. 19-

20. The fact that the shares represented compensation for the consultant was 

significant because a recipient of a gift can use tacking to include the time the donor 

owned the shares to meet the one-year holding period requirements, but someone 

who receives shares as compensation cannot. Spongetech, 2011WL887940, at *17. 

19 Dalmy said she had "no idea how this [became attached to her email to the 
assignee]-because I didn't use this and I didn't rely on this." Id. at 241. She then 
attempted to dispute that she actually attached the note, even though the time stamp 
on the email and the various attachments, including the convertible note, match. Id. 
at 239-42. 
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Whether Dalmy intentionally misled the broker-dealer to permit the sale of Zenergy 

shares, or she recklessly represented that she reviewed a document that does not 

exist, she committed independent misconduct. 

• The December 2009 opinion letter 

Dalmy agreed to write an opinion letter for Cammarata, the CEO of Paradigm, 

in mid-December 2009, despite her concerns about Zenergy and the increased 

regulatory scrutiny from the SEC and FINRA. Exh. 22. Although she said that 

Cammarata's request was "killing [her]" and she raised concerns about risking her 

law license, Dalmy relented and issued an opinion letter that allowed Cammarata's 

shares to trade freely. Exh. 23. Either Dalmy failed to do any further due diligence 

despite her serious qualms about the Zenergy transaction or, even after her 

supposedly heightened due diligence, she failed to recognize that Gasich was an 

affiliate of Zenergy (assuming arguendo she did not know this all along), and that 

Zenergy was a pump-and-dump scheme more broadly. Either way, her issuance of an 

opinion letter to Cammarata under these circumstances is an independent violation 

that particularly demonstrates her unfitness to practice before the Commission. 

8 Dalmy Has Not Given Adequate Assurances against Future Violations. 

Dalmy has not provided any serious or credible assurances against future 

violations. Her claims that "it is unlikely her violations will recur due to the lessons 

learned in this case" and she "will be as careful as possible in her future dealings to 
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avoid any possibility of future improprieties"20 ring hollow in view of the record here. 

She failed to learn from her initial misdeeds relating to the Zenergy scheme when she 

issued an opinion letter for Cammarata in December 2009, despite her own purported 

concerns about "the state of affairs in the industry involving FINRA and the SEC" 

and her concerns about whether "all is in order" regarding Zenergy. Exh. 23.21 

20 Exh. 24 at 9. 

21 As noted in the Commission's Complaint against Dalmy, she was previously placed 
on OTC's prohibited attorney list in 2009, due to her issuing inaccurate attorney 
opinion letters. OTC Markets advised Dalmy that she had submitted several opinion 
letters with "significant missing and/or inaccurate information" and that she would 
be placed on the prohibited attorney list if she continued submitting inadequate 
opinion letters. Exhs. 27-28. Despite this warning, OTC Markets subsequently 
found that she continued to submit "inadequate letters in support of inadequate 
disclosures" for at least five issuers, including one instance where Dalmy opined an 
issuer was not a shell company despite having no employees/contractors, no revenues, 
and nominal assets and expenses. Exh. 29. Therefore, OTC Markets placed her on 
its prohibited attorney least, meaning OTC Markets refuses to accept attorney 
opinion letters from her. Id. She remains on the prohibited attorney list. See 
http://www.otcmarkets.com/research/prohibited-attorney (last visited April 8, 2016). 

The Commission also noted to the Court that, in a separate pending Commission 
administrative proceeding, Dalmy was found by an administrative law judge to have 
submitted false opinion letters in support of S-1 registration statements for seventeen 
different issuers. Exh. 30. ALJ Grimes determined that Dalmy "acted with a high 
degree of scienter," "lied during her testimony," and "disingenuously [said] that she 
was duped" by her co-defendant, John Briner. Id. She became enmeshed in the 
Briner fraud just weeks after submitting a response to the Commission's Wells notice 
to her in the Zenergy matter and despite knowing about Briner's "checkered 
regulatory history." Id. at 4. Therefore, even if one were to credit Dalmy's claim that 
she was duped by Briner, her failure to avoid unwittingly being used to perpetrate a 
fraud while she was expecting charges in this matter (and therefore should have been 
particularly cautious about engaging with a known violator of the securities law) 
undercuts any assurances she now offers against future violations. 
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Her statements that she will be as careful as possible going forward provide 

little assurance to the Commission or the investing public. The Commission should 

not accept Dalmy's self-serving statements that she has learned her lesson because 

her prior conduct has shown she has been unwilling, or at best unable, to learn from 

prior experiences that should have served as wake-up calls in the present case. 

0 Dalmy Has Not Recognized Her Wrongdoing. 

Dalmy admits, as she must, that she violated Section 5. However, she has 

failed to recognize her wrongdoing. She continues to insist that she made an 

innocent and isolated mistake, even though she knew or should have known that her 

opinions were false. 22 She also attempts to minimize her role in the scheme and to 

downplay the impact of her misconduct. 

Dalmy disclaims any responsibility for her critical role in a scheme that 

defrauded public investors out of at least $4.4 million, contending that her "actions 

did not cause harm to investors." Exh. 24 at 6. She implausibly claims that, "[h]ad 

[she] not issued her opinion, Zenergy could have registered the shares and sold them 

publicly" or waited for the one-year holding period. Id. Of course, in view of the time-

sensitive nature of the pump-and-dump scheme, neither registration nor holding the 

22 It is not clear that Dalmy truly understands her transgressions. In arguing that 
she made an isolated error, she argues "only in this one instance did [she] accept 
client stock as compensation for services." Exh. 24 at 9. Accepting cash as 
compensation for deficient or false opinion letters is no more legally or ethically sound 
than accepting stock. It is her violations of the securities laws, not the method of her 
compensation per se, that warrants a suspension. But Dalmy's acceptance of stock in 
this case gave her an added incentive to ensure that the Zenergy scheme was 
successful so that she could profit when she sold shares into a market prepared by 
the touting campaign. 
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shares for a year was ever a realistic possibility. Prior to issuing her false opinion 

letters, she was shown many of the press releases that were part of the touting 

campaign to artificially increase demand for Zenergy shares. Exhs. 10-12. She was 

told that a "huge score" was coming and that it was "like we won the lottery but 

cannot cash the ticket for a few weeks." Exh. 14 (emphasis added). And, of course, 

she sold shares in mid-August, well short of a year, and in the midst of the rapid 

appreciation of Zenergy's stock resulting from the touting scheme. Order at 7. 

In a further effort to deflect her wrongdoing, Dalmy argues that she "had little 

if any benefit from the funds [she received from selling her Zenergy shares] because 

she "did not spend the funds." Exh. 24 at 13. This contention is entirely 

unpersuasive-even had she not spent the funds, she still benefitted by adding 

$43,995 to her assets at the expense of innocent investors. But it's also yet another 

fabrication: during the investigation in this case, Dalmy testified that she used the 

funds from her Zenergy share sales to pay for living expenses: "Q: And your 

recollection is you used them for living expenses-A: Oh, absolutely ... Absolutely, 

yes. I'm a sole practitioner." Exh. 25 at 172. This is yet another example of Dalmy's 

utter failure to recognize the nature and gravity of her misconduct that renders 

unpersuasive her "assurances" that she will not commit future violations. 

Finally, she attempts to blame others for her misdeeds by claiming she was 

misled. Dalmy argues that if she "was wrong about Gasich's affiliate status it is 

because he mislead [sic] her." Exh. 24 at 3. She claims that she believed Gasich was 

merely a consultant for Zenergy who needed approval from Lui ten and that she did 
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not realize that Gasich controlled the entity (Spire Group) that was Zenergy's largest 

shareholder. Id. at 3-4. Dalmy's argument, however, ignores that: (a) Dalmy knew 

that Gasich controlled greater than 10% ofZenergy shares, see Exhs. 5-7, (b) the 

Court recognized that Gasich told Dalmy how he planned to convert his shares 

through Spire Group, see Order at 5-6 n.5, and (c) the Court recognized that Gasich 

was Dalmy's primary contact for the transaction on behalf of Zenergy, see id. at 14. 

Dalmy was not misled-she was, at best, willfully blind to the facts before her that 

Gasich controlled Zenergy, both through his ownership interest and his day-to-day 

control of the company and the merger. 

Dalmy cannot get credit for recognition of wrongdoing when she claims that 

she was duped by Gasich and that she had, at most, a trivial role in the fraud when, 

in actuality, her provision of the false legal opinions was absolutely critical to the 

success of the scheme. 

0 Dalmy Will Have Opportunities for Future Violations. 

A licensed attorney practicing in the securities industry-such as Dalmy

remains in a position to violate the securities laws on behalf of clients and to harm 

the Commission's processes in the future. See, e.g., Herbert M. Campbell II, Release 

No. ID-266, 2004 WL 2413297, at *8 (ALJ Oct. 27, 2004) (permanently disqualifying 

attorney who recklessly violated the securities laws, in part because he could 

continue practicing commercial law); William R. Carter, 1981 WL 384414, at *5 

("wrongdoing by a lawyer ... raises the spectre of a replication of that conduct with 

other clients"); Omar Ali Rizvi, Release No. ID-479, 2013 WL 64626 (ALl Jan. 7, 
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2013) (respondent's "experience as an attorney, broker, and association with 

investment advisers, coupled with his continued access to the securities industry, 

provide an increased likelihood of opportunities for future violations"). 

Here there is a near certainty that Dalmy will have opportunities for future 

violations. Dalmy acknowledges that "[s]he helps small companies navigate 

securities laws. Her clients are generally issuers of penny stocks." Exh. 24 at 9; see 

also Exh. 26 (screenshot from Dalmy's website describing her as a "recognized leader" 

in advising on alternative public offerings and reverse mergers). Penny-stocks are 

rife with opportunities for violations of the securities law. See, e.g., Research 

Investment Group, Securities Act Release No. 83871 (ALcJ Feb. 17, 2004) (ALcJ 

Murray noting pump-and-dump schemes are a "common abuse" among small 

publicly-traded companies); FINRA and SEC Investor Alert: Dormant Shell 

Companies - How to Protect Your Portfolio from Fraud, available at 

https://www .sec.gov/News/PressRelease/DetaiVPressRelease/1370543327365 (Oct. 30, 

2014 (warning investors about penny-stock scams) (last visited April 8, 2016). 

As Dalmy plans to continue her existing practice of representing "issuers of 

penny stocks," see Exh. 24 at 9-10, she will be presented with opportunities to violate 

the securities laws. To date, Dalmy has proven that she is unwilling and/or unable to 

operate in the fraud-riddled waters of penny-stocks without involving herself in 

violations of the securities laws. Because "unscrupulous lawyers can inflict 

irreparable harm on those who rely on the disclosure documents that they produce .. 

. [the Commission] hold[s] [its] bar to appropriately rigorous standards of professional 
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honor." Emmanuel Fields, 45 S.E.C. at 266 n.20. If Dalmy is not suspended from 

practicing before the Commission for a substantial period, there is no reason to 

believe she will comport herself with the integrity and diligence expected of a 

gatekeeper to the securities industry. 

& Suspending Dalmy Will Serve as a Deterrent. 

A lengthy suspension "will further the Commission's interests in deterrence, 

particularly general deterrence." Michael Pattison, Exchange Act Release No. 434, 

2011WL4540002 (Sept. 29, 2011) (issuing a permanent bar even though the 

respondent was not found liable for fraud and his conduct was egregious "but not 

especially so"), affd Exchange Act Release No. 3407, 2012 WL 4320146 (Sept. 20, 

2012); see also Steven Altman, Exchange Act Release No. 63306, 2010 WL 5092725, at 

*20 (Nov. 10, 2010) (imposing permanent suspension and noting that "other 

attorneys, who might be encouraged by a more lenient sanction to act in a similar 

fashion, must also be deterred"). 

The temptation to engage in misconduct for an attorney's and/or her client's 

financial benefit is ever present, particularly in the penny-stock arena. In the face of 

such temptation, the prospect of a light sanction by the Commission is hardly a 

deterrent to Dalmy and others who may be tempted to violate their ethical 

obligations to reap a windfall profit at the expense of investors. Authoring false legal 

opinions that facilitate the trading of unregistered securities presents a substantial 

risk to public investors, and the Commission has repeatedly sanctioned attorneys for 
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writing such opinion letters. 23 It is especially critical to continue to send a strong 

message to the bar that there will be serious consequences for issuing baseless legal 

opinions that allow schemers to flood the market with shares of a security that 

should have been registered or restricted. See Ralston Purina, 346 U.S. at 124 

(registration requirement "protect[s] investors by promoting full disclosure of 

information thought necessary to informed investment decisions"). 

Attorneys like Dalmy play "a unique and pivotal role in the effective 

implementation of the securities laws." Spectrum, Ltd., 489 F.2d at 541-42. "[T]he 

23 See Brian Dvorak, Exchange Act Release No. 65446 (Sept. 30, 2011) (permanently 
suspending attorney who violated Section 5 by writing 440 opinion letters falsely 
claiming that stocks were exempt from registration, noting his actions were crucial to 
"the overall scheme to sell unregistered securities"); Michael S. Krome, Exchange Act 
Release No. 65799 (Nov. 21, 2011) (permanently suspending attorney who had been 
enjoined from violations of Sections 5 and 1 7 of the Securities Act, and of Section 
lO(b) of the Exchange Act, who had "issued a fraudulent opinion letter to enable 
[defendants] to have the restrictive legend removed from" stock certificate"); Cameron 
Linton, Exchange Act Release No. 67912 (Sept. 21, 2012) (permanently suspending 
attorney who Commission alleged had enabled the purchase and subsequent sale of 
penny stock when he "issued baseless legal opinions stating ... the transactions were 
exempt from the registration requirement of Section 5"); Brian Reiss, Exchange Act 
Release No. 72335 (June 5, 2014) (permanently suspending attorney who wrote 
opinion letters containing false and misleading statements, without making a 
reasonable inquiry into the underlying facts, which caused transfer actions to remove 
restrictive legends on stock certificates); Stephen G. Bennett, Exchange Act Release 
No. 68592 (Jan. 4, 2013) (permanently suspending attorney who provided false stock 
tradability opinion letters); Virginia Sourlis, Exchange Act Release No. 70031 (July 
23, 2013) (suspending for five years attorney who aided and abetted violations of 
Section lO(b) and Rule lOb-5 by issuing a false opinion letter that facilitated an 
illegal public offering); Albert J. Rasch, Jr., Exchange Act Release No. 60557 (Aug. 
21, 2009) (suspending for five years attorney who issued opinion letters that 
"contained false and misleading statements of material fact, cited to nonexistent 
documents, and concluded without basis that more than 20 million shares acquired in 
unregistered offerings and bearing restrictive legends could be sold into the public 
market absent registration pursuant to Securities Act Rule 144."). 
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smooth functioning of the securities markets will be seriously disturbed if the public 

cannot rely on the expertise proffered by an attorney when he renders an opinion on 

such matters." Id. at 542. Purchasers of Zenergy stock, and the public markets more 

generally, plainly could not rely on the expertise proffered by Dalmy, despite her 30 

years of experience in the field. 
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CONCLUSION 

Based on the foregoing, the SEC's Office of Litigation and Administrative 

Practice ("OLAP'') respectfully requests that the Commission disqualify Dalmy from 

appearing or practicing before it for a substantial period. 

Dated: April 8, 2016 Respectfully submitted, 

RICHARD M. HUMES 
Associate General Counsel 

KAREN J. SHTh1P 
Special Trial Counsel 

ERIC A. REICHER 
Senior Counsel 

Securities and Exchange Commission 
100 F Street, N.E. 
Washington, D.C. 20549-9612 
(202) 551-7921 Tel (Reicher) 
(202) 772-9263 Fax 

Counsel for the OLAP 
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CERTIFICATE OF COMPLIANCE 

I hereby certify that, according to Microsoft Word, the foregoing Motion For 

Summary Disposition And For An Order Disqualifying Dalmy From 

Appearing And Practicing Before The Commission, Including Statement Of 

Points And Authorities has 9,553 words (excluding the cover page; Tables of 

Contents, Authorities and Exhibits; Certificates of Compliance and Service; and 

attachments). 

~o--
April 8, 2016 

Eric A. Reicher 
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CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the Motion For Summary Disposition 

And For An Order Disqualifying Dalmy From Appearing And Practicing 

Before The Commission, Including Statement Of Points And Authorities was 

served on each of the following on April 8, 2016, in the manner indicated below: 

By Hand 
Brent J. Fields 
Secretary of the Commission 
Securities and Exchange Commission 
100 F Street, N.E. 
Washington, D.C. 20549-2557 

By Hand and By E-mail 
The Honorable Brenda P. Murray 
Administrative Law Judge 
Securities and Exchange Commission 
100 It., Street, N.E. 
Washington, D. C. 20549-2557 
ALJ@sec.gov 

By E-mail 
Mr. Howard Rosenburg, Esq. 
Kopecky Schumacher Bleakley Rosenburg PC 
203 N. Lasalle Street, Suite 1620 
Chicago, IL 60601 
hrosenburg@ksblegal.com 
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UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 

v. 

ZENERGY INTERNATIONAL, INC., 
BOSKO R. GASICH, 
ROBERT J. LUITEN, 
SCOTI H. WILDING, 
SKYLINE CAPITAL, INC., 
RONALD MARTINO, and 
DIANE D. DALMY, 

Defendants, 

and 

MARKET IDEAS, INC., 

Relief Defendant. 

COMPLAINT 

Civil Action No. 

JURY TRIAL DEMANDED 

Plaintiff, the United States Securities and Exchange Commission ("SEC"), alleges as 

follows: 

NATURE OF THE ACTION 

1. This matter involves a pump-and-dump scheme orchestrated by Defendant Bosko 

R. Gasich ("Gasich"), one of the founders and principal shareholders of Defendant Zenergy 

International., Inc. ("Zenergy"). Zenergy is a company headquartered in Chicago, Illinois that 

purported to be in the business of selling and producing biofuels. Zenergy's stock is quoted on 

the over-the-counter market. 
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2. In June 2009, Gasich caused Zenergy to enter into a reverse merger with 

Paradigm Tactical Products, Inc. ("Paradigm"), a publicly traded shell entity. Shortly before the 

merger, Gasich prepared a backdated convertible note for a $30,000 debt purportedly owed to 

him by Zenergy. Paradigm agreed to assume this debt and to issue shares of its common stock to 

settle the debt as partial consideration for the reverse merger. 

3. Gasich then assigned this purported debt to his family and friends, Nenad 

Jovanovich ("Jovanovich"), Kymberly A. Nelson ("Nelson"), Javorka L. Gasic ("J. Gasic"), and 

Diana Bozovic ("Bozovic"); stock promoters, including Defendant Scott H. Wilding 

("Wilding"); associates of Paradigm; and counsel, Defendant Diane D. Dalmy ("Dalmy''); and 

caused Paradigm to issue 300 million shares of purportedly unrestricted stock to these assignees. 

4. Dalmy, who served as transaction counsel for the reverse merger and sold shares 

herself, issued opinion letters to transfer agents and others that improperly concluded that these 

shares were unrestricted and could be sold immediately. 

5. Thereafter, Gasich and the promoters conducted two promotional campaigns to 

generate investor interest in Zenergy. The campaigns used misleading press releases and 

financial disclosures reviewed and approved by Gasich and Zenergy's Chief Executive Officer, 

Defendant Robert J. Luiten ("Luiten"), and touts by individuals who failed to disclose the 

compensation received for promoting Zenergy stock, including Dale J. Baeten ("Baeten"), 

Charles C. Bennett ("Bennett"), George E. Bowker, III ("Bowker"), and Defendant Ronald 

Martino ("Martino"). The promotional activity induced members of the investing public to buy 

Zenergy stock and increased Zenergy's share price . 

..... .-..... -~., ... ,, .. ·-·-,,··6:,,.,, ..... -.. oasi'ci1;·11is.assignees,·ancrilieirassocra1es.thenso1<ftliefr-sliares1nro··llie·i:>uo1fo 

market for illicit trading profits totaling at least $4.4 million. 
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JURISDICTION AND VENUE 

7. The Commission brings this action pursuant to Section 20(b) and 20( d) of the 

Securities Act of 1933 ("Securities Act") [15 U.S.C. § 77t(b)] and Sections 21(d) and 2l(e) of 

the Securities Exchange Act of 1934 ("Exchange Act") [15 U.S.C. §§ 78u(d) and 78u(e)]. 

8. This Court has jurisdiction over this action pursuant to Section 22 of the 

Securities Act [15 U.S.C. § 77v], Section 27 of the Exchange Act [15 U.S.C. § 78aa], and 

28 u.s.c. § 1331. 

9. Venue is proper in this Court pursuant to Section 22(a) of the Securities Act [15 

U.S.C. § 77v(a)] and Section 27 of the Exchange Act [15 U.S.C. § 78aa]. Acts, practices, and 

courses of business constituting violations alleged herein have occurred within the jurisdiction of 

the United States District Court for the Northern District of Illinois and elsewhere. Moreover, 

certain defendants reside or transact business in this district 

10. Defendants, directly and indirectly, have made use of the means and 

instrumentalities of interstate commerce and of the mails in connection with the acts, practices, 

and courses of business alleged herein. 

DEFENDANTS 

Issuer and Affiliates 

11. Zenergy International, Inc. was incorporated in Nevada on July 31, 2006 and 

identifies Chicago, Illinois as its headquarters. Zenergy purported to be in the business of selling 

and producing biofuels. Zenergy was formed by Luiten, Gasich, and Gasich's now-deceased 

business partner ("Gasich's Partner"). In June 2009, Zenergy combined with a shell entity, 

,. .. -,P~iradfgm ·1aarcari>roaucfS;·liic~;--whlcnwas~quoteaonoTcUfik"(f6rntet1y;·thffPifik·sfieets)~·~··-- · 

operated by the OTC Markets Group, Inc. ("OTC Markets") and purportedly sold handheld 

metal detectors to law enforcement and security companies. From its inception to the present, 
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Zenergy has not had any significant operations or assets. Currently, Zenergy is not operational, 

and its corporate registration bas been revoked. Neither Zenergy nor its securities are or were 

registered with the Commission in any capacity. 

12. Bosko R. Gasich, age , resides in Chicago, Illinois. Gasich was a founder and 

principal shareholder ofZenergy. Gasich also acted through Lone Star Strategic Partners, LLC 

("Lone Star"), Market Ideas, Inc., The Spire Group, LLC ("Spire Group"), Karma Group 

Holdings, LLC, and Vertical Group Holdings, LLC ("Vertical Group"), which were owned or 

controlled by him. From 1991 to 2000, Gasich was a registered representative, successively 

associated with four registered broker-dealers. Gasich held Series 7 and Series 63 licenses. 

Through his firm, Market Ideas, Gasich has been involved with several other penny stock 

companies, assisting with reverse mergers, unregistered financings, and investor relations. 

13. Robert J. Luiten, age , resides in Mobile, Alabama. Luiten was a founder and 

principal owner ofZenergy and, from July 31, 2006 through at least 2010, its Chief Executive 

Officer ("CEO"), Chairman of the Board, and sole director. 

Promoters and Touters 

14. Scott H. Wilding, age , resides in Pembroke Pines, Florida. Wilding was a 

stock promoter and acted as an intermediary between companies seeking to raise capital and 

shell entities. On February 17, 2004, the Commission ordered Wilding to cease and desist from 

violating Sections 5(a) and (c) of the Securities Act. 

15. Skyline Capital, Inc. ("Skyline Capital") was incorporated by Wilding in Florida 

on January 8, 2004 and is based in Pembroke Pines, Florida. Wilding formed Skyline Capital a 

· · · · -;o~ili ])rior iot1le ·cease~aii<l~<lesisi.or<ler.1ssueif aiaiiisHifiii m-·:Fe6rua:ry·~2·o·o~r ··· 

16. Ronald Martino, age , resides in Cranston, Rhode Island. 
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Counsel 

17. Diane D. Dalmy, age , resides in Denver, Colorado. Dalmy served as counsel 

for the reverse merger and issued opinion letters that improperly concluded that her shares and 

the shares of many of the above individuals and entities were unrestricted and freely tradable. 

She has served as counsel to multiple microcap issuers. On September 24, 2009, OTC Markets 

placed Dalmy on its prohibited attorney list. 

Relief Defendant 

18. Market Ideas, Inc. ("Market Ideas"), based in Chicago, Illinois, was 

incorporated by Gasich, its sole owner, in Delaware on June 1, 2005. 

FACTS 

Formation of Zenergy and Pre-Merger Activity 

19. From its formation in July 2006 to the time of the reverse merger with Paradigm 

in June 2009, Zenergy purported to operate as a biofuel production and trading company. 

20. Zenergy was founded by Gasich, Gasich's Partner, and Luiten. Luiten, a former 

biofuels executive, was Zenergy's Chainnan and CEO and managed its day-to-day operations. 

However, Gasich and Gasich's Partner participated in the management of Zenergy as controlling 

shareholders and pursuant to consulting agreements. 

21. Although Luiten possessed authority over Zenergy as the CEO and Chairman of 

the Board, he shared control of the entity with Gasich. After Gasich 's Partner passed away, 

Luiten and Gasich, who were the original founders and principals ofZenergy, were the only two 

individuals operating Zenergy. Zenergy did not hold fonnal board meetings or observe other 

--····-·~~---·--··-corporatefonnalitie·s:-~1rrstead;-tuiterrand~Gasicfr·informally·shared-decision-making·,--·--~-- .. -·--·-···· ................. . 

22. Zenergy had no revenue or income, nor any assets of consequence. It initially 

was financed through capital contributions by Gasich and Gasich's Partner in 2006 and 
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convertible debt from a handful of other investors during 2007 and 2008. The vast majority of 

these funds were used to pay Luiten's salary and Gasich and Gasich's Partner's consulting fees. 

23. Zenergy unsuccessfully attempted to raise capital through bank loans and, from 

December 2006 through February 2008, through a failed offering pursuant to Regulation A under 

the Securities Act [17 C.F.R. § 230.251]. 

The Paradigm Reverse Merger 

24. In late 2008, Zenergy resolved to combine with a publicly traded shell entity to 

access publicly traded stock. In early 2009, Gasich identified Paradigm for this purpose. 

25. At the time, Paradigm purported to be in the unrelated business of selling 

hand.held metal detectors and had no operations or assets. For years, Paradigm's shares, which 

were quoted on OTC Link, were thinly traded at a price well below a penny per share. 

26. Zenergy and Paradigm entered into a memorandum of understanding regarding a 

potential share exchange transaction on March 31, 2009. Gasich negotiated the transaction on 

behalf of Zenergy, and Wilding negotiated on behalf of Paradigm. The .initial agreement was 

approved by Lui ten, a former owner and officer of Paradigm ("Paradigm Associate A"), and the 

CEO of Paradigm ("Paradigm Associate B"). Dalmy served as transaction counsel for the 

reverse merger. 

27. In her capacity as transaction counsel, Dalmy supplied the documents and legal 

structure necessary to consummate the merger and allow Zenergy access to publicly traded 

shares. 

28. In connection with this process, she received emails prior to the transaction from 
~- ._ . ...__ ___ .............. ~ ....... ___ -··--···· ,, ___ -· -·~ ----···· -·"' ~ 

Gasich, Wilding, and others r~ti~~ting-tlie nee~'.rto-obtam.coiiverti:i)le-del:ifnccessary fo. c«>nve)' ·-------

freely trading shares to the transaction participants, referring to control over the float, and 

alluding to an impending distribution of shares. 
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29. Dalmy also knew that Wilding, a promoter who was subject to a Commission 

cease-and-desist order for his prior participation in unregistered offerings, was significantly 

involved in the negotiation of the reverse merger. 

30. Immediately prior to the transaction, with Dalmy's assistance, Paradigm 

Associate B issued himself a control block of approximately 400 million shares so that Paradigm 

could obtain shareholder approval for the reverse merger. Paradigm Associate B then executed 

various documents, which were prepared by Dalmy, to approve the transaction on behalf of 

Paradigm. 

31. On or about May 28, 2009, Zenergy and Paradigm entered into a share exchange 

agreement, pursuant to which Zenergy would be merged into Paradigm. Each company 

approved the share exchange agreement on or about June 8 and 9, 2009. 

32. Through this "reverse merger," Zenergy's shareholders assumed control of 

Paradiwn. After reducing the number of its outstanding shares from 1.5 billion to 20 million 

through a reverse stock split, on June 12, 2009, Paradigm issued seven new Paradigm shares to 

existing Zenergy holders for each share of Zenergy held by them. In the aggregate, Zenergy 

shareholders received 216,232,100 restricted shares and a 91.5 percent stake in Paradigm. Based 

on their holdings in Zenergy at the time, Luiten, Gasich's Partner's widow, and Gasich, through 

the Spire Group, received almost all of these shares. Luiten, Gasich's Partner's widow, and 

Gasich each held 28 percent.of the combined entity. 

33. Shortly after the transaction, in July 2009, Paradigm was renamed Zenergy, and 

the Paradigm ticker symbol ("PDGT") was replaced with the Zenergy symbol ("ZENG"). 

The Gasich Assignment 

34. In connection with the reverse merger, Gasich, together with Wilding and 

Paradigm Associates A and B, planned to distribute 300 million shares of purportedly 
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unrestricted stock to family and friends of Gasich, promoters and touters, and associates of 

Paradigm. 

35. As partial consideration for the merger, Paradigm would assume $30,000 of 

convertible debt purportedly owed by Zenergy. 

36. Gasich then would assign portions of the debt to be converted by the assignees 

into shares to be sold in connection with a promotional campaign. 

37. To effectuate the distribution of these shares, Gasich prepared a backdated 

convertible note. On May 17, 2009, pursuant to Gasich's request, Dalmy sent Gasich a template 

for a "standard convertible note." On May 26, 2009, Gasich sent Luiten, for Luiten's signature, 

a note dated April 17, 2008 that tracked Dalmy's template. Gasich returned an executed note 

that followed Dalmy' s template to Dalmy on May 27, 2009. The underlying "debt" never 

existed. Moreover, Gasich did not provide any consideration to obtain the convertible feature. 

38. The note's stated conversion rate, which differed from all other convertible notes 

issued by Zenergy, permitted the conversion of the purported debt into 300 million shares. 

39. Days after the share exchange agreement was signed, Gasich assigned portions of 

the convertible debt to his family and friends, promoters, associates of Paradigm, and Dalmy, all 

of whom immediately exercised the option to convert the debt into shares of Paradigm stock. 

40. From June 19 to 23, 2009, Paradigm, Zenergy's predecessor entity, issued 

300 million shares to Gasich's assignees in the following manner: 

(a) Paradigm issued 196 million shares to Gasich's family and friends, 

including: Jovanovich, a close friend and college roommate, to raise capital 

for Zenergy; Nelson, Gasich's then-fiancee, to hold and sell on Gasich's 

behalf; J. Gasic, his sister, to compensate owners of a company to be 
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acquired by Zenergy after the reverse merger; and Bozovic, Gasich's niece, 

to finance touting activity and to transfer to Nelson (on Gasich's behalf). 

Although the assignments to friends and family purportedly were based on 

consulting services, none of these assignees provided any significant 

services to Zenergy, and all acted as nominees for Gasich. Combining these 

196 million shares with his own holdings, Gasich effectively controlled 

49 percent of the 536 million shares outstanding. 

(b) Paradigm also issued 38 million shares to Wilding (through Skyline 

Capital), who would coordinate and finance Zenergy's promotional activity 

and transfer Zenergy stock to touters. Wilding purportedly received his 

shares as consideration for negotiating the merger and to satisfy alleged 

debts owed to him by Paradigm before the merger. Paradigm issued an 

additional 10 million shares to another individual (through one of his 

entities) who would promote Zenergy through a website controlled by him 

("Website Owner"). 

(c) Fifty-two million shares were issued to former associates of Paradi~. 

Paradigm Associate A's entity (which was nominally controlled by 

Paradigm Associate C) and Paradigm Associate B (in part through his 

personal entity) each received 26 million shares. 

( d) Dalmy received 4 million shares as counsel for the transaction. 

41. After the Gasich assignment, Gasich and several of his assignees (including 

Paradigm Associates A and B, Jovanovich, and Nelson) opened personal and corporate accounts 
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with the same broker-dealer, where they deposited the shares received through the assignment. 

Most of these individuals began selling shares immediately. 

42. The heaviest sale volume by this group occurred in connection with the 

promotional activity that peaked in August 2009, which is described below. 

43. In September 2009, after the broker-dealer's clearing firm refused to continue 

clearing trades in Zenergy, these individuals moved their accounts to other broker-dealers and, 

together with other Gasich assignees and their transferees, continued to sell through a second 

promotional wave that began in September 2009 and crested in December 2009. 

44. Over both time periods, the assignees and their immediate transferees amassed at 

least $4.4 million in trading profits. 

Promotional Activity 

45. Gasich orchestrated a promotional campaign to inflate the price of Zenergy stock 

that combined false and misleading disclosures with touting activity. 

46. The promotional activity can be divided into two phases: ( 1) from April 2009 to 

September 2009 and (2) from September 2009 to December 2009. 

Promotional Activity from April 2009 to September 2009 

47. From June 2009 to August 2009, Zenergy and Paradigm issued a number of press 

releases designed to generate interest in Zenergy securities. 

48. These press releases were initiated by Gasich, who reviewed, edited, approved, 

and distributed them. Lui ten also reviewed and approved all or nearly all of the press releases. 

49. In several of these press releases, Zenergy, Gasich, and Luiten misrepresented or 
•v~· .. - --- -- ,.....,_~, "~ ._ __ .....,~.,,,-... .,.,._,.,._,,._......,_....__...,_,..,._,,..,., _ _.,.(Y-"" ..,.,,.,._,...,, .. ,.,,,.., '",,,, .. ~~'"''' ~ • ._,,. 00_,,.,,_...r,..,~,. __ .. _,..,,,_ ,,, .,..,., .,.~ ,.,,...,_,....,.~--.,.... _,__....,.,,_,..___...,.__,.,.,.,.,.._._~,......,....,_., ,,.,.,. .,.., ... ., ., ~ '• • , ., 

omitted material facts about Zenergy's assets and operations and the reverse merger. 
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Press Releases Issued in June 2009 

50. Zenergy, under its former name, Paradigm, issued two misleading releases about 

the reverse merger in June 2009. 

51. On June 5, 2009, Paradigm announced that it was finalizing a definitive 

agreement to acquire an unidentified "rapidly emerging" biofuel company. 

52. On June 23, 2009, Paradigm announced the completion of a reverse merger with 

Zenergy and the appointment ofLuiten as CEO. According to the June 23, 2009 release, 

Zenergy was an "innovative biofuel solutions provider positioned to effectively capitalize on the 

emerging biofuels market while simultaneously bringing the opportunity to the public for 

participation in strong potential corporate growth." 

53. These two releases failed to disclose that Zenergy's operations and assets were 

nonexistent. 

54. Neither press release disclosed the material terms of the reverse merger, the 

Gasich assignment, or the related share issuances. 

55. Zencrgy and Paradigm also failed to disclose in the press releases that the 

agreement between Paradigm and Zenergy included, among other things, Paradigm's assumption 

of $30,000 of convertible debt purportedly owed by Zenergy to Gasich. The releases also 

misleadingly omitted the assignment of convertible debt to Gasich's family and friends, 

promoters and touters, Paradigm~s associates, and counsel to distribute 300 million shares to the 

investing public. 

56. The omissions were material because they concealed from investors significant 

aspects of the transaction and the existence of an impending distribution and promotion of 

Zenergy' s stock. 
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57. Moreover, the releases were materially false and misleading because Paradigm 

and Zenergy already had executed the share exchange agreement at least one week before the 

June 5, 2009 announcement. 

58. The omitted facts regarding the lack of operations and assets, the material terms 

of the reverse merger, the Gasich assignment, and the related share issuances were material 

because reasonable investors would have considered them important to the evaluation of an 

investment in Zenergy. 

59. By delaying the reporting of the transaction, Gasich gained additional time to 

organize promotional activity and the sale of shares into the market In addition~ because the 

June 5, 2009 press release inaccurately described the agreement as indefinite, when in fact an 

agreement had been reached, Zenergy was able to issue multiple releases concerning the 

transaction, in a manner designed to inflate interest in Zenergy's securities artificially. 

60. Zenergy, Gasich, and Luiten knew or were reckless in not knowing that these 

statements and omissions in the June 2009 press releases were materially false and misleading 

when made. Among other things, both Gasich and Luiten knew about the material tenns of the 

share exchange agreement and reverse merger, the impending distribution of snares to the public, 

and Zenergy's lack of operations and assets. At the time of the press releases, Gasich also knew 

about the coming promotion of Zenergy stock for which he organized the promotional activity. 

Press Releases Issued in August 2009 

61. Zenergy issued additional press releases designed to inflate Zenergy' s share price 

in August 2009. 
~-•~"-• --~-~v--.....--~,,-,.. .,_,_y -v. - ->-•·--~-•" 'X~-. ~... ' 

,,_ ,., .... -,-~·-·~·-•~-·-·---- ... , '••'-'--• • ,-,._ ...... ,_,._.,. ______ ~ ..... ' H'~···....,,..A'•~-~~·-<~- --~- .... ~... • ~ 

On August 3, 2009, Zenergy announced the changing of the corporate name·fo··-·----.. -··--· ·· 62. 

Zenergy and its intention to reduce authorized shares from 1.5 billion to 700 million. 
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63. On August 11, 2009, Zenergy announced the share reduction, representing that 

the restructuring would permit Zenergy to begin negotiating with possible acquisition candidates 

and joint ventures. 

64. Although technically accurate, the August 3 and 11, 2009 releases were issued 

primarily to attract attention to Zenergy and fuel speculation of merger and acquisition activity. 

65. On August 7, 2009, Zcnergy announced that a purported recognized authority on 

green technologies had been appointed to its Board of Advisors. 

66. However, the August 7, 2009 press release failed to disclose that the Board of 

Advisors was a board of one or that this ind~vidual had been involved with Zenergy since its 

formation, a fact known to both Gasich and Luiten .. This press release falsely gave investors the 

appearance that the company actually maintained a functioning board of advisors, when in fact it 

did not. 

67. Based on his role in organizing the promotional activity, Gasich understood that 

the August 2009 press releases were being issued in conjunction with a promotion ofZenergy's 

stock to generate artificial interest in Zenergy's stock. 

68. Luiten knew or was reckless in not knowing that the August 2009 press releases 

were designed to inflate Zenergy's share price because, among other things, several releases 

were issued in rapid succession around the time of the reverse merger and repeated previously 

issued disclosures or dated information. 

Coordinated Touting Activity 

69. During the period that Zenergy issued these press releases, Gasich and Wilding 

coordinated a promotional campaign through touters. 

70. While the reverse merger was being negotiated and consummated in May 2009, 

Wilding retained Baeten, Bennett, and Website Owner to tout Zenergy securities following the 

13 
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merger. On or about July 8, 2009, Wilding hired and promised compensation of 1 million shares 

to another touter, Bowker. Although Wilding failed to deliver these shares, Wilding sent $8,000 

to Bowker on August 1 and 6, 2009. On August 7, 2009, Wilding transferred a total of 

11 million shares to compensate Baeten (3 million), Bennett (2 million), and Website Owner 

(6 million) for touting Zenergy. On August 30, 2009, Wilding transferred $15,000 to a fifth 

touter, Martino. 

71. Baeten, Bennett, Bowker, Martino, and Website Owner touted Zenergy without 

disclosing their actual or expected compensation. 

72. Further, Baeten, Bennett, and Website Owner sold shares received from Wilding 

during the period that they were promoting Zenergy. 

73. Gasich and Wilding guided the touting activity, directing the transmission of 

email, message board posts, and Twitter messages to the public in a coordinated manner and 

supplying information for the promotional activity. 

74. For instance, on May 12, 2009, Wilding instructed Bennett to "post your f***ing 

a** off when the time comes." 

75. Personally and through his entities, Investing in Stock Market, Inc. and Midwest 

Stock Consulting, Inc., Baeten began promoting Zenergy stock on message boards and through 

his email newsletter in June 2009. For example, on July 31, 2009, Baeten emailed his listserves 

that "ZENG, formerly PTPC, [is] just getting started; next week is going to be so much fun." 

76. From June through December 2009, Bennett posted comments about Zenergy on 

message boards, and served as moderator fo~ the Zenergy message board on a public investor 

website, and Bowker acted similarly. For instance, on July 11, 2009, Bowker publicly traded 

messages with Bennett, writing that he was "just very confident this is monster, in the right 

14 
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sector, with the right team." On July 27, 2009, Bowker published a statement on a public 

investor website that "I truly believe we have a gem here. I have a feeling Zenergy will be one 

of those stocks you look at that's 20 cents, and [you] wish you got in when it was 3 cents." 

77. On August 4 and 5, 2009, Gasich, Wilding, and Website Owner coordinated 

Twitter, web, and email promotion of Zenergy in conjunction with the issuance of the August 3 

and August 11, 2009 press releases. On August 4, 2009, Wilding emailed Bowker that Website 

Owner's promotion would occur that weekend. In response, Bowker replied "good, rve been 

pumping this for 5 weeks now." 

78. On August 8, 2009, Zenergy's stock was promoted on Website Owner's website, 

and on August 13, 2009, Zenergy was the subject of an investment report that repeated the 

information previously released by Zenergy. 

79. The first phase of promotional activity peaked in early August 2009. 

80. As a result of the first wave of promotional activity and press releases, Zenergy's 

share price increased dramatically. Prior to June 2009, Paradigm stock was trading at less than a 

penny per share on minimal volume. After rising to $0.06 per share the day after the merger 

announcement, Paradigm's stock price fell to $0.02 per share by July 22, 2009. As a result of the 

promotional activity in August 2009, Zenergy's stock price (following the substitution of 

Zenergy's ticker symbol for Paradigm's symbol) again began to climb from this low point to its 

peak of$0.10 per share on August 10, 2009 on volume of23 million shares. 

Promotional Activity from September 2009 to December 2009 

81. In early September 2009, OTC Markets (formerly Pink OTC Markets Group, Inc.) 

'ideritifiea· Zenerg)i's··s·ecillities ·witn·a .. caveat·emptor-label-anct blockcd·quotations~of Zenergy 

until Zenergy submitted a disclosure statement containing information about its ownership, 

operations, and financial condition. 
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Postings to the OTC Markets Website 

82. On or about September 15, 2009, Zenergy posted to the OTC Markets website an 

information and disclosure statement (the "Statement"). 

83. The Statement was drafted, reviewed, and approved by Luiten and Gasich. 

84. Zenergy's Statement contained numerous misstatements and omissions. 

85. Among other things, Zenergy failed to disclose material facts about the reverse 

merger, such as the issuance of shares to Zenergy stockholders, Gasich's assignment, and the 

issuance of shares to former associates of Paradigm. 

86. By omitting these material terms, Zenergy concealed the distribution and 

promotion ofZenergy's stock. The omitted infonnation would have been important to investors 

evaluating an investment in Zenergy securities. 

87. Zenergy also misrepresented or omitted to disclose material information about the 

control of Zenergy. 

(a) For example, Zenergy failed to identify Gasich, his affiliates, and his 

nominees as control persons in a section of the document purporting to 

identify all control persons. 

(b) Similarly, in a section of the document purporting to list all beneficial 

owners of 5 percent or more, Zenergy failed to identify multiple individuals 

or entities holding that amount, including Jovanovich (9 percent), Nelson 

(9 percent), Bozovic (9 percent), Wilding (7 percent), and Paradigm 

Associate B ( 6 percent). 
·------------•V·~····~· < .._,,,,._.T~\.~ ... , •• ._ .. ~~,.,,,.,,_,\(_..,,-"--"<•••_,,,,,..,_.._,~,,., .. ~ ....... ~ ......... ~ ···~ .. ··~---~ ........ ,,..,, ,,, ~ ''; ,, 

Zenergy also failed to di~cl~~~ th~t -ili~' Spi;~,G~;~p·~;~s--controitecfbY·-n-.w·~~~·-·----- .. ····~-· (c) 

Gasich or that Gasich controlled shares held by his family members, fiancee, 
•! 

and college friend. 
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( d) Zenergy falsely reported that "there [were] no relationships existing among 

and between the issuer's officers, directors, and shareholders." 

88. Individually and collectively, the misleading statements and omissions relating to 

the control of Zenergy concealed from investors Gasich's control of the entity, a distribution of 

stock to a small number of associated individuals, and the participation of promoters. 

89. Zenergy also misrepresented or omitted to disclose material information about the 

operations and assets of Zenergy. 

(a) Zenergy represented that the company had five employees, when in reali'ty 

Zenergy had no full-time employees. 

(b) Zenergy identified an individual as the Chief Financial Officer, without 

specifying that this person had worked only as a part-time bookkeeper since 

early 2009. 

( c) Further, Zenergy affirmatively disclaimed shell company status, even 

though both Paradigm and Zenergy lacked operations and assets other than 

cash. 

(d) The Statement also did not include Zenergy's financial information, which 

would have reflected the lack of operating history and assets, as well as 

other information necessary for an evaluation of an investment in Zenergy. 

90. Individually and collectively, these material misrepresentations and omissions 

about Zenergy's management and operations falsely presented Zenergy as an operating business 

ent~rprise and concealed from investors its lack of activity, operations, and assets. 

91. Because the Statement did not contain any financial statements, OTC Markets 

refused to change or remove the caveat emptor label. 

17 
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92. On or about October 21, 2009, Zenergy posted financial statements dated 

September 30, 2009 as a supplement to the Statement. 

93. These financial statements were prepared and approved by Gasich and Luiten. 

94. The financial statements contained several materially false statements and 

omissions. 

95. Among other things, Zenergy inaccurately and falsely described a purported 

outside investment by a third party. 

(a) The notes to the financial statements falsely stated that Zenergy had 

received $570,000 as a result of a direct investment from a third-party 

investor in exchange for 3 .8 million shares. 

(b) This purported "third party investment" was in reality a $550,000 transfer of 

funds from Gasich's college roommate, Jovanovich, generated by selling 

shares that Jovanovich received through the Gasich assignment. 

(c) Jovanovich made this $550,000 transfer at Gasich's direction, and 

Jovanovich did not receive any shares in return. The remaining $20,000 

was not an investment at all, but represented Gasich' s supposed waiver of 

accrued consulting fees purportedly owed to him. 

( d) Zenergy also inaccurately represented that it had 540,032, 195 outstanding 

shares when, in fact, it had only 536,232,195-3.8 million shares less than 

stated. This overstatement created the illusion that the "third-party investor" 

paid $0.15 per share for the 3.8 million shares, which greatly exceeded the 

$0.03 market price. 

18 
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96. A reasonable investor would have considered these facts and the true source and 

reason for the purported third-party investment significant to the decision to purchase or sell 

Zenergy securities. Investors also would have wanted to know that the shares were presented at 

an artificially high value. 

97. Zenergy's financial statements also falsely listed two purported loans to Zenergy 

Peru and Zenergy Malaysia totaling $50,581 as assets. However, these "loans" reflected 

undocumented advances to consultants in those countries that Zenergy had no reason to believe 

would be repaid. 

98. The presentation of these "loans" as assets concealed Zenergy's lack of operations 

and assets, and misleadingly presented Zenergy as a business with prospects when it had none. 

99. Gasich, a substantial owner, control person, and purported consultant, and Luiten, 

the CEO and Chairman ofZenergy, knew or were reckless in not knowing that Zenergy's 

disclosures on the OTC Markets website were false and misleading. Both were intimately 

familiar with Zenergy's business and operations, and both participated in the transactions that 

were discussed in the misleading disclosures. 

100. After the financial statements were posted on the OTC Markets website, OTC 

Markets removed the caveat emptor label and replaced it with a limited infonnation legend. 

Press Releases Issued from October to December 2009 

101. With the removal of the caveat emptor label, Gasich and Luiten caused Zenergy 

to issue another series of press releases designed to inflate the price of Zenergy's stock. 

102. These press releases were initiated, reviewed, edited, and distributed by Gasich 

and reviewed and approved by Luiten. 

103. Several of these releases were false and misleading or designed to induce artificial 

interest in Zenergy 's stock. 
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104. On October 20, 2009, Zenergy announced that it had been communicating with 

acquisition candidates and had retained a large law firm as merger and acquisition counsel. 

105. Although technically accurate, the press release was designed to give the 

impression of merger and acquisition activity. 

106. On October 29, 2009, Zenergy announced that it had acquired a biofuel producer 

that could produce 5 million gallons of biofuel per year ("Biofuel Company"). 

107. Contrary to these representations, the Biofuel Company's facility was not in 

production at the time; it had no feedstock, contracts, or revenue. 

108. Reasonable investors would have considered the nonexistent state of the Biofuel 

Company's operations important to their evaluation of an investment in Zenergy securities. The 

lack of operations was particularly relevant to investors given that Zenergy owned no other 

facilities. 

109. The October 29, 2009 press release also represented that the transaction would be 

funded internally, "as not to cause any dilution to shareholders." 

110. Contrary to the representations in the press release, part of the consideration for 

the acquisition was the transfer of 48 million Zenergy shares from Gasich's sister, J. Gasic, to 

Biofuel Company stockholders, which caused shareholder dilution. Although the shares were 

previously issued, the shares had been placed into the hands of J. Gasic to hold until the 

acquisition. At that point, the shares were transferred to Biofuel Company shareholders who, 

after a six-month lockup period, would sell them into the public market. 

111. The press release also fail~d to disclose Zenergy's assumption of a significant 

amount of debt in connection with the acquisition. 
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112. The press release misleadingly gave the impression that the acquisition would be 

financed through cash, rather than through this transfer of previously issued shares and the 

assumption of debt by Zenergy. 

113. Reasonable investors would have considered the assumption of de~t significant 

because, among other things, it materially altered Zenergy's liabilities and the claim on 

Zenergy's assets and affected the availability and use of Zenergy's cash flows. 

114. Three weeks later, on November 17, 2009, Zenergy announced that it had 

purchased feedstock from two sources to continue operations at the Biofuel Company's facility. 

115. However, Zenergy did not enter into any actual purchase orders until a month 

later, and those purchase orders were with a single supplier and related shipper, which absconded 

with Zenergy's deposits without supplying any feedstock. 

116. The failure to obtain feedstock was critical to Zenergy's operational capacity, 

given that Zenergy could not operate the Biofuel Company without a supply of feedstock, had 

not developed any other supply source, and lacked the resources to purchase any other supply. 

117. On December 4, 2009, Zenergy announced the completion of the Biofuel 

Company acquisition. 

118. Like the prior press releases, this release failed to disclose that the Biofuel 

Company facility was not in production and had no feedstock, contracts, or revenue. 

119. Gasich, a substantial owner, control person, and purported consultant, and Luiten, 

the CEO and Chainnan of Zenergy, knew or were reckless in not knowing that the statements in 

the press releases published from October 2009 to December 2009 were false and misleading. 

·· ··· -- ····· aotll.were.riitrmateiY~fimmm:·wHil zenergy's .. 6usiiiess'aila operations, ·ana·baili.J>artlcipafediri ............ · 

the transactions that were discussed in the misleading disclosures. Given his role organizing 
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promotional activity, Gasich also understood that the press releases were issued in connection 

with a promotional campaign. 

Coordinated Touting Activity 

120. Gasich coordinated another wave of touting activity in connection with these 

press releases. 

121. On September 7, 2009, Gasich notified Wilding that Zenergy was planning to file 

documents necessary to have the caveat emptor label removed by OTC Markets and sent 

Wilding a list of forthcoming press releases, several of which corresponded to the releases 

discussed above. 

122. Gasich also notified the touters of the issuance of the disclosures and releases, in 

some cases highlighting information to be disseminated by the touters, including the footnote in 

the financial statements describing the purchase of3.8 million shares at $0.15 per share. Baeten 

fotwarded Gasich' s email to Martino. 

123. On October 20, 2009, Baeten wrote his email list subscribers that he was 

"pounding the table here on ZENG; this is double-digit bound imho [in my humble opinion] and 

chart looks great for breakout here." 

124. On October 26 and 27, 2009, Gasich coordinated additional touting in connection 

with the October 29, 2009 press release. 

125. On or about November 19, 2009, Bennett posted several statements about 

Zenergy stock on a public investor website, including the statement that "you will see a run in 

this stock, of that I have NO DOUBT. No matter what anyone says, this stock will move north 

in a good way." 
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126. Around this same time, on or about November 20, 2009, Baeten approached 

Website Owner about scheduling a conference call for Zenergy to coordinate additional 

promotion. 

127. On November 30, 2009, Gasich directed his niece, Bozovic, to transfer 16 million 

shares of Zenergy to various touters-10 million shares to Website Owner and associated 

entities, 3 million shares to Baeten, and 3 million shares to Martino-and to enter into a 

purported internet marketing services agreement with Baeten. At Gasich' s direction, Bozovic 

also transferred 30 million shares to Nelson for the benefit of Gasich. 

128. On December 3, 2009, the day before the issuance of the press release announcing 

the completion of the Biofuel Company acquisition, Gasich emailed Baeten that he anticipated 

news from Zenergy that Friday and promotion on several websites, and asked Baeten to 

coordinate with Website Owner's website to profile Zenergy and send a Twitter alert over the 

weekend "to make [it] a huge week for everyone involved." Baeten then relayed Gasich's 

update to Website Owner. That same day, Bennett wrote that he foresaw "heavier than average 

volume ... coming in December." 

129. From December 4 to 7, 2009, various stock newsletters repeated the touts and 

hyped Zenergy. 

130. On December 4, 2009, Baeten emailed his listserves that "ZENG on alert here 

looking strong expecting a move up on the charts Monday, should be a blast!!" 

131. The next day, Martino posted that "[t]his news is super solid. The first move in 

ZENG should be up 200% to 300%." In a separate message that day, he wrote that Zenergy was 

an "easy double.,, 

132. This second wave of promotional activity peaked in early December 2009. 

23 



Case: 1:13-cv-05511 Document#: 1 Filed: 08/01/13 Page 24 of 42 PagelD #:24 

133. Gasich complemented the second wave of promotional activity with purchase 

activity. On December 7, 2009, Gasich told Website Owner and Baeten that he and others 

working with him were "trying to support" the stock. Gasich later promised "buying coming in 

from Chicago to help," and, in response to concerns about pressure on the share price, assured 

participants that "ZENG or everyone close to ZENG [were] not sellers ... if we sell, it's in 

strength and never push our deal down." In the weeks leading to the substantial increase in 

promotion, price, and volume in early December 2009, Gasich made or directed multiple 

purchases ofZenergy through accounts in the name of Lone Star; Nelson's entity, Sky's the 

Limit Consulting, LLC ("Sky's the Limit Consulting"); and Jovanovich's entity, Accelerated 

Innovations, LLC ("Accelerated Innovations") to support the price of Zenergy's stock. 

134. Zenergy's share price increased again during this second wave of promotional 

activity. Following the peak of activity in August 2009, from August 11 through September 10, 

2009, Zenergy's stock price descended to $0.02 share, remaining below that level until early 

October 2009. From October 1to20, 2009, Zenergy's share price increased from $0.015 to 

$0.025 per share. After returning to a price of $.015 per share in mid-November 2009, the price 

doubled on December 7, 2009 to $0.03 per share in response to the December promotional 

campaign. 

135. After this second peak, Zenergy's share price declined again, falling below a 

penny per share on February 17, 2010. 

Dalmy's Opinion Letters 

136. Dalmy and all of the assignees other than Paradigm Associate B received shares 
_, __ , -~' .. -~ ~_,,,.,.~"---· ---- .- . 

that were designated as unrestricted as a result of inaccurate opinion lett~~~- ~~b~tt~d by-Iiaimy ____ .. ____ · · -----·· --- - -· · 

to Zenergy's transfer agent in June 2009. 
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13 7. Opinion letters submitted by Dalmy from August to December 2009 permitted 

the issuance of purportedly unrestricted shares to others involved in the distribution of Zenergy,s 

stock to the public. 

Opinion Letters Issued in June 2009 

138. On June 15, 2009, Dalmy sent the transfer agent two opinion letters, one for the 

shares of Paradigm Associate B and one for the shares of the other assignees, including her own 

shares. 

139. Both ofDalmy's opinion letters incorrectly represented that the shares being 

issued in connection with the Gasich assignment could be issued to and sold by the assignees 

without restriction pursuant to Rule 144 under the Securities Act. 

140. Dalmy had no reliable evidence upon which to base her opinion, and several of 

her representations were contrary to the infonnation in Zenergy' s books and records. 

141. Dalmy' s opinion letters represented that the Gasich debt was reflected in the 

financial statements of Zenergy as of April 17, 2008, at which time Zenergy had ''verbally 

agreed" that the debt could be convertible at Gasich's option into common stock ofZenergy at 

$0.000 I per share. 

142. Dalmy's opinion letters also concluded that at April 17, 2008, the alleged date of 

the Gasich debt, full consideration was given and the shares were deemed fully paid and non-

assessable. 

143. However, no such debt was reflected in Zenergy's financial statements as of 

April 17, 2008. 

144. Further, although Dalmy purportedly relied on the convertible note in making 

these representations, Dalmy knew or was reckless in not knowing that the note was not 

authentic, because, among other things: (I) neither the note nor the convertible debt was 
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referenced in Zenergy's pre-May 2009 records; (2) the note was provided to her shortly after she 

supplied Gasich with a template on May 17, 2009; (3) the note conformed to her template but 

bore an April 17, 2008 date; and (4) the note's material terms and conversion rate substantially 

differed from those in all other convertible notes issued by Zenergy from 2006 to 2008, which 

themselves were identical to each other. 

145. Dalmy's opinion letters also incorrectly concluded that a one-year holding period 

for the stock issued pursuant to the Gasich "debt" began on April 17, 2008, the date of the 

alleged debt, and that the assignees were deemed to have held their shares in excess of one year 

from the date of April 17, 2008. 

146. Dalmy also falsely and without any reasonable inquiry represented that all of the 

assignees other than Paradigm Associate B were not affiliates of Zenergy. In fact, through his 

direct and indirect ownership and management ofZenergy, Gasich directly, or indirectly through 

one or more intermediaries, controlled Zenergy. Other assignees directly or indirectly 

controlled, were controlled by, or were under common control with Zenergy or Gasich, or sold 

for the account of Gasich or Zenergy. 

147. In addition, she falsely and without any reasonable inquiry represented that 

Zenergy was not a shell entity when Zenergy had no or nominal operations and no or nominal 

assets beyond cash. 

148. Dalmy also falsely and without any reasonable inquiry opined that "the 

requirements of Rule 144(b) have been met" and that the sale of the shares issued. to the 

assignees were "exempt from the registration requirements ... under the exemption set forth in 

Rule l 44{b )" and could be subsequently sold or transferred by the assignees free of any 

restrictions on transfer. 
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Opinion Letters Issued from August to December 2009 

149. From August 2009 to December 2009, Dalmy issued additional opinion letters 

incorrectly representing that certain touters' shares and the shares of Paradigm Associate B could 

be sold without restriction pursuant to Rule 144. 

150. Dalmy, who was dismissed as Zenergy's corporate counsel by August 13, 2009, 

represented herself in her opinion letters as "special counsel" to Zenergy. 

151. Dalmy reiterated the baseless representations in her June 15, 2009 submissions in 

letters sent to transfer agents and broker-dealer firms regarding the shares of Baeten, Bennett, 

and Paradigm Associate B. 

152. She continued to make these representations even after they were called into 

question by a lawyer for a broker-dealer who had received one of her opinion letters on July 1, 

2009. The lawyer asked Dalmy whether the. oral agreement to amend the debt was accompanied 

by any consideration and whether Dalmy had considered Gasich's affiliate status. Without 

obtaining any additional information regarding these issues, Dalmy continued to assert her 

original opinion. 

153. Further, in the Baeten opinion letter, Dalmy represented that Baeten's shares were 

a gift from Wilding, even though she received a consulting services agreement between Baeten 

and Wilding's entity, through which Wilding agreed to compensate Baeten for promoting 

Paradigm stock. 

154. Dalmy failed to conduct any reasonable inquiry to prepare her opinions. 
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Trading Activity 

155. Aggregated over both time periods, the Gasich assignees and their transferees 

obtai ned total trading profits of at least $4.4 million from their sales of the assigned shares into 

the public market in the following manner: 

Assignee Transaction Dates Number of Shares Tradin~ Profits 

Jovanovich July 2009-Mar. 20 I 0 49 million $1.3 million 

Nelson Aug. 2009-Dec. 2009 35 million $0.8 million 

Wilding July 2009-Aug. 2009 27 million $1.3 million 

Website Owner Sept. 2009-Dcc. 2009 24 million $0.5 million 

Paradigm Associates A, July 2009-July 20 10 36 million S0.5 million 
B, and C 

Baeten Mar. 20 10 6 million $40,75 1 

Bennett Dec. 2009 2 million $28,486 

Dal my Aug. 2009 I million $43,995 

156. In addition, J. Gasic and Bozovic transfen-ed the majority of shares assigned to 

them to Biofucl Company stockholders and to promoters, for which they received from Gasich 

payments totaling approximately $25,575, and $12,500, respectively. 

157. No registration statement was filed or in effect for any of the transactions 

described below. 

Gasich Associates 

158. Gasich used Jovanovich, Nelson, J. Gasic, and Bozovic as third-party nominees 

and custodians for himself, directing them to hold and trade stock at his direction and, in several 

instances, transfciTing funds for his benefi t. 

159. Gasich , personally and through his entities, received at least $633,5 18 from the 

securities sales and transfers made by Jovanovich and Nelson. 
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Jovanoviclr 

160. Personally and through his entity, Accelerated Innovations, Jovanovich acted as a 

third-party nominee and custodian for Gasich, holding and trading stock at Gasich' s direction, 

permitting Gasich to trade in his accounts, and transferring funds to Gasich or for his benefit. 

161. In total, Jovanovich generated $1,312,236 through his sales of Zenergy stock. 

162. From July through September 2009, Jovanovich sold over 17 million shares for a 

total of $1,001,320. 

163. Jovanovich began a second round of sales following Zenergy's posting of 

financial documents on the OTC Markets website in October 2009, generating profits of 

$310,916. 

164. Jovanovich transferred most of the trading profits from these sales to Gasich or, at 

Gasich' s direction, to Zenergy and others, retaining approximately $108,299 for personal use. 

165. In August and September 2009, Jovanovich transferred a total of$347,618 in 

trading profits to Gasich' s entity, Market Ideas. 

166. On September 2, 2009, Jovanovich transferred $550,000 in trading profits to 

Zenergy. 

167. In January 2010, Jovanovich wired $146,450 of trading profits to Market Ideas 

and, in April 2010, another $172,819 to Vertical Group, another entity controlled by Gasich. 

Nelson 

168. Personally and through her entity, Sky's the Limit Consulting, Nelson acted as a 

third-party nominee and custodian for Gasich, holding and trading Zenergy securities at Gasich's 

, . , '<lir~~!i~~~-;~~itting .. oa~i~h,t~U:;<le i~·he~ .pers~naiail<l corporate,.accounis~"·an<f iiillsremng· ' 

funds to Gasich or for his benefit. 
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169. Until Nelson terminated her engagement to Gasich in December 2009, Gasich 

controlled the trading in her accounts and the resulting trading profits. 

170. Through Nelson,s accounts, Gasich sold over 35 million shares from August 10 to 

December 30, 2009 for total trading profits of $804,068. 

171. Gasich initially sold shares through these accounts until November 2009, after 

which he purchased shares from November 17 to December 8, 2009 to support the stock price. 

172. Gasich resumed selling shares through these accounts on December 7, 2009, 

when another wave of promotional activity increased Zenergy's share price and volume 

substantially. 

173. From late 2009 to early 2010, Nelson transferred $150,000 of trading profits to 

Gasich. 

174. Other trading profits were used for personal expenses benefitting both Gasich and 

Nelson. 

175. On February 4, 2010, after breaking her engagement to Gasich, Nelson transferred 

the remaining 16.3 million shares and $410,396 in trading profits to new accounts not controlled 

by Gasich. 

J. Gasic 

176. J. Gasic acted as a third-party nominee and custodian for Gasich, holding and 

transferring shares of Zenergy at his direction, in exchange for payments from Gasich. 

177. On or about September 29, 2009, Gasich, through Market Ideas, paid J. Gasic a 

total of approximately $25,575. 
. ... 

178. Thereafter, on or about November 9, 2009, J. Gasic transferred 48 million 

unrestricted shares to owners of Biofuel Company as partial consideration for Zenergy,s 

acquisition. 
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179. After the expiration of a "leak-out agreement" prohibiting sales exceeding one 

sixth of their position for six months, four of the former owners of Biofuel Company 

subsequently sold 34.7 million of these shares from May 12, 2010 to July 15, 2010 for trading 

profits of $50,916. 

180. The pwpose of the leak-out agreement was not to ensure investment intent, but 

instead to prevent the flooding of shares into the marketplace. Other than the leak-out 

agreement, which only lasted for six months and permitted limited sales, neither Gasich nor 

J. Gasic took steps to assure that the former owners intended to hold the securities for investment 

purposes. 

181. J. Gasic retained the remaining 1 million shares transferred to her from Gasich. 

Bozovic 

182. Bozovic also acted as a third-party nominee and custodian for Gasich, holding 

and transferring shares at his direction in exchange for payments from Gasich. 

183. On October 2, 2009, Gasich, through Market Ideas, paid Bozovic $10,000, and on 

November 30, 2009, another $2,500. 

184. On November 30, 2009, Bozovic transferred 46 million shares at Gasich's 

direction to toutcrs and to Sky's the Limit Consulting. 

185. In retUm, at least one of the touters signed an agreement with Bozovic promising 

to provide promotional services for Zenergy. 

186. Bozovic retained the remaining 3 million shares that she had received from 

Gasich. 

Promoters and Tooters 

187. Wilding, Website Owner, and touters retained by Wilding also profited from the 

increase in stock price caused by the promotion. 

31 



Case: 1:13-cv-05511 Document#: 1 Filed: 08/01/13 Page 32 of 42 PagelD #:32 

188. From July 6 to August 19, 2009, Wilding sold 26.6 million shares for a total of 

$1,331,365. After the first phase of promotional activity, in transactions during September and 

December 2009, Wilding traded 4 million shares for a net gain of$32,695. 

189. From September 11to23, 2009, one of Website Owner's entities profited 

$286,518 from selling 16 million shares received from Gasich and Wilding in exchange for 

internet promotion. In addition, from December 4 to 10, 2009, the same Website Owner's entity 

obtained another $201,310 of trading profits by selling 8 million shares that it had received from 

Gasich 's niece as part of a November 30, 2009 distribution of shares to touters. 

190. On March 5 and 9, 2010, Baeten sold the 6 million shares he received from 

Wilding and Bozovic for total trading profits of $40,751. 

191. From December 16 to 21, 2009, Bennett sold the 2 million shares he received 

from Wilding on August 7, 2009, generating $28,486 in trading profits. 

192. Bowker and Martino did not sell shares in the same manner as the other touters 

because Wilding never transferred the promised shares to Bowker, and Martino could not clear 

the shares he received. 

193. However, Bowker and Martino, along with Baeten and Bennett, bought and sold 

shares from the public during promotional activity in an attempt to profit from the price 

fluctuation, with varying degrees of success. Bowker traded 82,000 shares for a net gain of 

$1,216. Martino traded 1,024,420 shares for a net loss of$1,263. Baeten traded 1,865,199 

shares for a net loss of$21,049. Bennett traded 1,688,326 shares for a net loss of $693. 

Dalmy 

194. Dalmy also pr~fit~d from h~r sales of the assigned shares, which-she-rec.el\red·as·-·-·--

compensation for her work on the reverse merger and for issuing the June 2009 opinion letters. 

195. From August 12 to 18, 2009, Dalmy sold 1 million shares for a profit of $43,995. 
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196. Dalmy sold her shares at the apex of the price increase. 

COUNT I 

VIOLATIONS OF SECTIONS 5(a) AND (c) OF THE SECURITIES ACT 
[15 U.S.C. §§ 77e(a) and (c)] 

(Against Defendants Zenergy, Gasich, Wilding, Skyline Capital, and Dalmy) 

197. Paragraphs 1 through 196 are realleged and incorporated herein by reference. 

198. By their conduct, Defendants Zenergy, Gasich, Wilding, Skyline Capital, and 

Dalmy directly or indirectly: (a) made use of means or instruments of transportation or 

communication in interstate commerce or of the mails to sell, through the use or medium of a 

prospectus or otherwise, securities as to which no registration statement was in effect; (b) for the 

purpose of sale or delivery after sale, carried or caused to be carried through the mails or in 

interstate commerce, by means or instruments of transportation, securities as to which no 

registration statement was in effect; and ( c) made use of means or instruments of transportation 

or communication in interstate commerce or of the mails to offer to sell or offer to buy, through 

the use or medium of a prospectus or otherwise, securities as to which no registration statement 

had been filed. 

199. By reason of the foregoing, Defendants Zenergy, Gasich, Wilding, Skyline 

Capital, and Dalmy violated Sections S(a) and (c) of the Securities Act [15 U.S.C. § 77e(a) and 

(c)]. 

200. By reason of the foregoing, Defendant Wilding violated a cease-and-desist order 

entered by the Commission pursuant to Section 8A of the Securities Act. 
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COUNT II 

VIOLATIONS OF SECTION 17(a)(l) OF THE SECURITIES ACT 
[15 U.S.C. § 77q(a)(l)] 

(Against Defendants Zenergy and Gasich) 

20 I. Paragraphs 1 through 196 are realleged and incorporated herein by reference. 

202. By engaging in the conduct described above, Defendants Zenergy and Gasich, in 

the offer and sale of securities, by the use of the means and instruments of transportation or 

communication in interstate commerce or by use of the mails, directly or indirectly, employed 

devices, schemes, and artifices to defraud. 

203. Defendants Zenergy and Gasich intentionally or recklessly engaged in the 

fraudulent conduct described above. 

204. By reason of the foregoing, Defendants Zenergy and Gasich violated 

Sectioi;i 17(a)(l) of the Securities Act [15 U.S.C. § 77q(a)(l)]. 

COUNT ill 

VIOLATIONS OF SECTION 17(a)(2) OF THE SECURITIES ACT 
[15 U.S.C. § 77q(a)(2)] 

(Against Defendants Zenergy, Gasich, and Luiten) 

205. Paragraphs I through 196 are realleged and incorporated herein by reference. 

206. By their conduct, Defendants Zenergy, Gasich, and Luiten, in the offer or sale of 

securities, by the use of means or instruments of transportation or communication in interstate 

commerce and by the use of the mails, directly or indirectly, obtained money or property by 

means of untrue statements of material fact or omitting to state material facts necessary to make 

the statements made, in light of the circumstances under which they were made, not misleading. 
~-- .. ~~--~--··---c-~-t-·v••"~-·~•,.•"'• ... • • ....... ___ ,.,,_,...~, •--•y ,~ <, ~· ,v -,_..,.,, ~ , , . ._ ,. , , _____ _,_¥~_,.,__.,. ___ ,.,,~~""''""" 

207. By reason of the foregoing, Defendants Zenergy, Gasich, and Luit~n ~iofiteci''"------------·-----·-·· 

Section 17(a)(2) of the Securities Act [15 U.S.C. § 77q(a)(2)]. 
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COUNT IV 

VIOLATIONS OF SECTION 17(a)(3) OF THE SECURITIES ACT 
(15 U.S.C. § 77q(a)(3)} 

(Against Defendants Zenergy and Gasich) 

208. Paragraphs 1through196 are realleged and incorporated herein by reference. 

209. By engaging in the conduct described above, Defendants Zenergy and Gasich, in 

· the offer and sale of securities, by the use of the means and instruments of transportation or 

communication in interstate commerce or by use of the mails, directly or indirectly, engaged in 

transactions, practices, or courses of business that operated or would operate as a fraud or deceit 

upon the purchasers of such securities. 

210. By reason of the foregoing, Defendants Zenergy and Gasich violated 

Section l 7(a)(3) of the Secwities Act [15 U.S.C. § 77q(a)(3)]. 

COUNTV 

VIOLATIONS OF SECTION lO(b) OF THE EXCHANGE ACT (15 U.S.C. § 78j{b)] 
AND RULE 10b-5(a) THEREUNDER (17 C.F.R. § 240.lOb-5] 

(Against Defendants Zenergy and Gasich) 

211. Paragraphs 1 through 196 are realleged and incorporated herein by reference. 

212. By their conduct, Defendants Zenergy and Gasich, in connection with the 

purchase or sale of securities, by the use of means or instrumentalities of interstate commerce or 

by the use of the mails, directly or indirectly, employed devices, schemes, and artifices to 

defraud. 

213. Defendants Zcnergy and Gasich intentionally or recklessly engaged in the 

fraudulent conduct described above. 
••V•~ _,_••v-"'fe..,, ... -,-A<••'•••,,.; •• •••<•••· ........... ,,.. .. -_,,, ..... _ .. _ _,,, .... ________ V_.....,._ ·---' ••• ~· 

214. By reason of the foreg~i~g: .. Def~~d~i;--zenergy and .. Gasich-vloiate-d·-.. ··· 

Section lO{b) of the Exchange Act [15 U.S.C. § 78j(b)] and Rule 10b-5(a) thereunder [17 C.F.R. 

§ 240. lOb-5]. 
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COUNT VI 

VIOLATIONS OF SECTION lO(b) OF THE EXCHANGE ACT [15 U.S.C. § 78j(b)) AND 
RULE lOb-S(b) THEREUNDER [17 C.F.R. § 240.lOb-5] 

(Against Defendants Zenergy, Gasich, and Luiten) 

215. Paragraphs 1 through 196 are realleged and incorporated herein by reference. 

216. By their conduct, Defendants Zenergy, Gasich, and Luiten, in connection with the 

purchase or sale of securities, by the use of means or instrumentalities of interstate commerce or 

by the use of the mails, directly or indirectly, made untrue statements of material fact or omitted 

to state material facts necessary in order to make the statements made, in the light of the 

circumstances under which they were made, not misleading. 

217. Defendants Zenergy, Gasich, and Luiten made the untrue statements and 

omissions of material fact. 

218. Defendants Zenergy, Gasich, and Luiten intentionally or recklessly engaged in the 

fraudulent conduct described above. 

219. By reason of the foregoing, Defendants Zenergy, Gasich, and Luiten violated 

Section iO(b) of the Exchange Act [15 U.S.C. § 78j(b)] and Rule 10b-5(b) thereunder [17 C.F.R. 

§ 240.lOb-5]. 

COUNT VII 

VIOLATIONS OF SECTION lO(b) OF THE EXCHANGE ACT (15 U.S.C. § 78j(b)) AND 
RULE lOb-S(c) THEREUNDER [17 C.F.R. § 240.lOb-5] 

(Against Defendants Zenergy and Gasicb) 

220. Paragraphs 1 through 196 are realleged and incorporated herein by reference. 

221. By their conduct, Defendants Zenergy and Gasich, in connection with the 

.... " .. ~~ch~e ~;;~e ~i ~e~~ii~s~ by .. the. ~;~·-of means. or instl1.llrientalit1es""C>t foterstafo "coiiiriieice""c)r" _ _,_., 

by the use of the mails, directly or indirectly, engaged in transactions, practices, or courses of 
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business that operated or would operate as a fraud or deceit upon the purchasers of such 

securities. 

222. Defendants Zenergy and Gasich intentionally or recklessly engaged in the 

fraudulent conduct described above. 

223. By reason of the foregoing, Defendants Zen~rgy and Gasich violated 

Section lO(b) of the Exchange Act [15 U.S.C. § 78j(b)) and Rule 10b-5(c) thereunder [17 C.F.R. 

§ 240.lOb-5]. 

COUNT VIII 

AIDING AND ABETTING VIOLATIONS OF SECTION lO(b) OF THE 
EXCHANGE ACT AND RULE 108-5 THEREUNDER 

[15 U.S.C. § 78t(e)) 
(Against Defendants Gasich and Luiten) 

224. Paragraphs I through 196 are realleged and incorporated herein by reference. 

225. As described above, Defendant Zenergy violated Section l O(b) of the Exchange 

Act [15 U.S.C. § 78j(b)) and Rule lOb-5 promulgated thereunder [17 C.F.R. § 240.lOb-5]. 

226. By their conduct, Defendants Gasich and Luiten each provided substantial 

assistance to Defendant Zenergy in its unlawful conduct. 

227. By their conduct, Defendants Gasich and Luiten acted knowingly or recklessly in 

aiding and abetting Zenergy's violations of Section IO(b) and Rule lOb-5. 

228. By reason of the foregoing, pursuant to Section 20( e) of the Exchange Act [ 15 

U.S.C. § 78t(e)], Gasich aided and abetted Zenergy's violations of Section lO(b) of the Exchange 

Act and Rule I Ob-5 thereunder. 

· ___ .. __ · · ....... ", .. ,.._., ......... ~229. --,,-By-reason,oUheforegoing,..pursuantto_Se.c.li.Qp,4Q.(~)_QfJ..l!~J;?fc;.p~g~-~<?!.L!:? .... ·----"" 

U.S.C. § 78t(e)], Luiten aided and abetted Zenergy's violations of Section IO(b) of the Exchange 

Act and Rule 1 Ob-5(b) thereunder. 
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COUNT IX 

CONTROL PERSON LIABILITY FOR VIOLATIONS OF SECTION lO(b) OF THE 
EXCHANGE ACT AND RULE lOB-5 IBEREUNDER 

[15 U.S.C. § 78t(a)] 
(Against Defendants Gasich and Luiten) 

230. Paragraphs 1through196 are realleged and incorporated herein by reference. 

231. As described above, Defendant Zenergy violated Section 1 O(b) of the Exchange 

Act [15 U.S.C. § 78j(b)] and Rule lOb-5 promulgated thereunder [17 C.F.R. § 240.lOb-5]. 

232. Through their positions and by their conduct, Defendants Gasich and Luiten 

exercised general control over the operations of Zenergy. 

233. Through their positions and by their conduct, Defendants Gasich and Luiten 

possessed the power or ability to control the specific transactions and activities upon which the 

Zenergy's violations of Section lO(b) of the Exchange Act and Rule IOb-5 thereunder are based, 

whether or not that power was exercised. 

234. By reason of the foregoing, pursuant to Section 20(a) of the Exchange Act [15 

U.S.C. § 78t(a)], Gasich is jointly and severally liable with, and to the same extent as, Zenergy 

for its violations of Section 1 O(b) of the Exchange Act and Rule 1 Ob-5 thereunder. 

235. By reason of the foregoing, pursuant to Section 20(a) of the Exchange Act [15 

U.S.C. § 78t(a)], Luiten is jointly and severally liable with, and to the same extent as, Zenergy 

for its violations of Section 1 O(b) of the Exchange Act and Rule l Ob-S(b) thereunder. 

COUNTX 

VIOLATIONS OF SECTION 17(b) OF THE SECURITIES ACT 
[15 u.s.c. § 77q(b)] 

. _ _ ____ . __ ...... ____ ----- .. --- ............. _ ----------· ... _______ {J.\gaj.~~J.~~f~n-~~~tM~_r:!!~~l_ _________ ~-------·-· 

236. Paragraphs 1through196 are realleged and incorporated herein by reference. 
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23 7. By their conduct, Defendant Martino used the means or instruments of interstate 

transportation, or communication in interstate commerce, or the mails, to publish or circulate 

communications which described securities for a consideration received or to be received, 

directly or indirectly from the issuers, without fully disclosing the receipt, whether past or 

prospective, of such consideration and the amount thereof. 

238. By reason of the foregoing, Defendant Martino violated Section l 7(b) of the 

Securities Act [15 U.S.C. § 77q(b)]. 

COUNT XI 

RELIEF DEFENDANT 

23 9. Paragraphs 1 through 196 are realleged and incorporated herein by reference. 

240. Relief Defendant Market Ideas received or benefited from the registration 

violations and fraudulent conduct described above. These funds are the proceeds, or are 

traceable to the proceeds, of the unlawful activity alleged above. 

241. Relief Defendant Market Ideas has no legitimate claim to these funds. 

242. The Commission is entitled to an order requiring Relief Defendant Market Ideas 

to disgorge, jointly and severally with Gasich, the amount of proceeds received by it. 

RELIEF REQUESTED 

WHEREFORE, the SEC respectfully requests that this Court: 

I. 

Find that Defendants committed the violations alleged herein. 

n. 
· ·· ·188ile"C>I-CieiiofpennaiieiifliijWiction"resfiammg·ana .. eiiJoiriiri1fnerenaantS--zenergy; ··~ 

Gasich, Wilding, Skyline Capital, and Dalmy, their.agents, servants, employees, attorneys, and 
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all persons in active concert or participation with them, from violating Section 5 of the Securities 

Act (15 U.S.C. §§ 77e]. 

III. 

Issue orders of permanent injunction restraining and enjoining Defendants Zenergy, 

Gasich, and Luiten, their agents, servants, employees, attorneys, and all persons in active concert 

or participation with them, from violating Section 17(a) of the Securities Act (15 U.S.C. 

§ 77q(a)] and Section IO(b) of the Exchange Act (15 U.S.C. § 78j(b)] and Rule lOb-5 thereunder 

[17 C.F.R. § 240.IOb-5]. 

IV. 

Issue orders of permanent injunction restraining and enjoining Defendant Martino, his 

agents, servants, employees, attorneys, and all persons in active concert or participation with 

them, from violating Section 17(b) of the Securities Act [15 U.S.C. § 77q(b)]. 

v. 
Order Defendants Zenergy, Gasich, Luiten, Wilding, Skyline Capital, Dalmy, Martino, 

and Market Ideas to pay disgorgement of ill-gotten gains, derived directly or indirectly from the 

misconduct alleged, together with prejudgment interest thereon. Given the close relationship 

between certain individuals and their alter ego entities in engaging in the misconduct-Gasich 

and Market Ideas, and Wilding and Skyline Capital-joint and several liability is appropriate as 

between those individuals and their respective entities. 

VI. 

Order Defendants Gasich, Luiten, Wilding, Skyline Capital, Dalmy, and Martino to pay 

· · ··· ·- ·-- · --"··-·"civil peiiilties .. plirsuanf to Section '2o(ctfolthe s-c~cUritfosAcit rrs u.s·:c:-f 77t( d)J and,-with ·--··-----· · · 

respect to Gasich and Luiten, Section 21(d) of the Exchange Act (15 U.S.C. § 78u(d)]. 
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VII. 

Order Defendant Wilding to pay civil penalties pursuant to Section 20( d) of the Securities 

Act [15 U.S.C. § 77t(d)] for violation of a cease-and-desist order entered by the Commission 

pursuant to Section 8A of the Securities Act. 

VIII. 

Pursuant to Section 20(g) ofthe Securities Act [15 U.S.C. § 77t(g)] and Section 2l(d)(6) 

of the Exchange Act [15 U.S.C. § 78u(d)(6)], bar Defendants Zenergy, Gasich, Luiten, Wilding, 

Skyline Capital, Dalmy, and Martino, from participating in an offering of penny stock, including 

engaging in activities with a broker, dealer, or issuer for purposes of issuing, trading, or inducing 

or attempting to induce the purchase or sale of any penny stock. 

IX. 

Pursuant to Section 20(e) of the Securities Act [15 U.S.C, § 77t(e)] and Section 21(d)(2) 

of the Exchange Act [15 U.S.C. § 78u(d)(2)], prohibit Defendants Gasich and Luiten from acting 

as an officer or director of any issuer that has a class of securities registered pursuant to 

Section 12 of the Exchange Act [15 U.S.C. § 781] or that is required to file reports pursuant to 

Section 15(d) of the Exchange Act [15 U.S.C. § 78o(d)]. 

x. 
Retain jurisdiction of this action in order to implement and carry out the terms of all 

orders and decrees that may be entered or to entertain any suitable application or motion for 

additional relief within the jurisdiction of this Court. 
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XI. 

Grant such other and further relief as the Court deems just and appropriate. 

JURY DEMAND 

The Commission hereby demands a trial by jury on all claims so triable pursuant to the 

Federal Rules of Civil Procedure. 

Dated: August 1, 2013 Respectfully submitted, 

s/ Daniel J. Hayes 

Daniel J. Hayes (hayesj@sec.gov) 
John E. Birkenheier (berkenheierj@sec.gov) 
Paul M. G. Helms (helmsp@sec.gov) 
Kathryn A. Pyszka (pyszkak@sec.gov) 
U.S. Securities and Exchange Commission 
175 West Jackson Boulevard, Suite 900 
Chicago, Illinois 60604 
Telephone: (312) 353-7390 
Facsimile: (312) 353-7398 

Attorneys for Plaintiff U.S. Securities and Exchange 
Commission 
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UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

SECURITIES AND EXCHANGE 
COMMISSION, 

Plaintiff, 

v. 

ZENERGY INTERNATIONAL, 
INC., et al., 

Defendants. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. 13-cv-55 I I 

Judge Joan B. Gottschall 

MEMORANDUM OPINION & ORDER 

This case is part of the fall-out of a penny-stock pump-and-dump scheme. In June 2009, 

defendant Bosko R. Gasich ("Gasich") and other individuals associated with Zenergy 

International, Inc. ("Zenergy") acquired the publicly traded stock of Paradigm Tactical Products, 

Inc. ("Paradigm") through a reverse-merger. In connection with the merger, Gasich assigned 

convertible debt securities that he had received from Zenergy to several of his friends, family 

members, and business associates, who subsequently converted the assigned securities into 300 · 

million shares of Zenergy stock. Gasich and others then organized a campaign to promote 

Zenergy in press releases and over the Internet. Between June 2, 2009 and mid-August 2009, the 

price per share of Zenergy stock increased approximately tenfold. As the share price increased, 

Gasich's assignees sold their stock to unsuspecting investors. The assignees generated $4.4 

On August 1, 2013, the SEC brought this action against Gasich, Zenergy, and other 

persons for alleged violations of federal securities laws. Now before the court is the SEC's 
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motion for partial summary judgment against defendant Diane D. Dalmy ("Dalmy") for her 

alleged violation of Section 5 of the Securities Act of 1933, 15 U.S.C. § 77e ("Section 5"). 

Dalmy was one Gasich's assignees who sold shares ofZenergy stock. She was also the 

transaction attorney who advised the principals of Zenergy and Paradigm as they executed the 

reverse merger. 

For the reasons set forth herein, the court agrees with the SEC that no genuine issue of 

fact exists as to Dalmy's liability under Section 5. The SEC's motion is therefore granted. 

I. FACTS1 

A. Zenergy 

Zenergy was incorporated as a purported biofuels company in July 2006. Its original 

founders were Gasich, defendant Robert J. Luiten ("Luiten"), and their now-deceased business 

partner, Martin Mcintyre ("Mcintyre"). Each individual owned one-third ofZenergy's stock, 

which equated to l 0 million shares, respectively. 

Zenergy was initially financed through capital contributions by Gasich and Mcintyre. 

Gasich also loaned $30,000 to Zenergy in April 2008 in exchange for convertible debt securities, 

according to a promissory note that Gasich prepared. The convertible debt securities purportedly 

gave Gasich the right to convert $0.001 (par value of the stock) of debt into one share of 

Zenergy. If fully exercised, Gasich could convert the debt securities into 30 million Zenergy 

shares. 

Through most of Zenergy's existence, Gasich, Luiten, and Mcintyre all participated in 

managing the company either as officers or paid consultants. From July 2006 to 20 I 0, Luiten 

served as Zenergy's Chief Executive Officer, Chairman of the Board, and sole director. 

1 Citations to the SEC's Local Rule 56.1 Statement of Facts are noted as "SEC SOF ~ _." 

2 
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Notwithstanding these fonnal titles, Luiten shared his responsibilities with Gasich and Mcintyre. 

Gasich had access to Zenergy's bank accounts, and Zenergy's office address was a site that 

Gasich maintained. Moreover, Gasich consulted Zenergy through his company, Market Ideas, 

Inc. Gasich was the President, Chief Executive Officer, and sole shareholder ofMarket Ideas. 

In 2006, Market Ideas "provided capital investment and advisory services" in connection with 

the founding ofZenergy. (See SEC Ex. 7, Gasich Aff. ~ 3). Thereafter Market Ideas advised 

Zenergy with respect to its "corporate development, deal negotiations, capital structure, locating 

and procuring key management, site procurement, and engaging institutional investors." (Id., 4). 

B. Mcintyre's Death 

Mcintyre died in June 2008. Although his widow inherited his stock, she did not assume 

his role in the company or otherwise participate in Zenergy's operation. Instead, Luiten and 

Gasich effectively co-managed the company. 

C. Zenergy's Reverse Merger with Paradigm 

Sometime between 2008 and early 2009, Gasich and Luiten decided to pursue external 

funding. Rather than appeal directly to investors, they looked for publicly traded shell 

companies to merge with Zenergy so that Zenergy could issue stock. Both the SEC and Zalmy 

refer to the type of transaction Gasich and Luiten desired as "a reverse merger." As stated on 

Zalmy's website, 

A reverse merger is a method by which an active privately-owned operating 
company goes public by completing a transaction with a public shell company, 
with the public company surviving the transaction but having issued a controlling 
share of the company's stock to the owners of the privately-owned operating 
company. The public shell company then typically changes its name to reflect the 

··· ·-------·-,. ..... · · · · operating-business-ofthe.privately~o.wned .operating.company.. __ MO$lpl.Jbl.ic ... -·-· ·--------·--··--·--------·-----· 
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companies that enter into reverse mergers are shell comranies, which are 
companies that have no significant operations or assets. 

(SEC SOF 1J l 9). 

On or about March 23, 2009, defendant Scott H. Wilding ("Wilding") and Gasich began 

discussing a reverse merger transaction between Zenergy and Paradigm.3 Wilding had been 

marketing Paradigm, a supposed seller ofhandheld security devices, to companies seeking 

access tQ publicly traded shares.4 During the SEC's investigation that preceded this suit, Wilding 

testified and explained the rationale for merging two companies with different businesses: 

"There is no rationale: one is a shell, there is nothing there, and one wanted to go public." (SEC 

SOF,22). 

Wilding was not alone in understanding the purpose of the Zenergy-Paradigm reverse 

merger: other participants in the transaction also viewed Paradigm as a "shell" company that had 

the ability to issue public shares. Paradigm's Chief Executive Officer, Vincent Cammarata, 

admitted that Paradigm "had zero operating capital" at the time of its reverse merger with 

Zenergy. (SEC SOF -J 28). Gasich averred that his company, Market Ideas, "assisted Zenergy in 

locating" Paradigm as "a merger candidate" so that Zenergy could "becom[ e] a public company" 

2 Dalmy challenges the admissibility of the SEC's citation to her website for lack of 
authentication. The court notes that Dalmy's website, or at least a website advertising her legal 
services and identifying her email address; still displays this same explanation of a reverse 
merger that the SEC incorporated into its Statement of Facts. Regardless of the authenticity of 
the website, the court cites its explanation of a reverse merger solely for context. 

3 On February 17, 2004, Administrate Law Judge Brenda P. Murray ordered Wilding to cease 
and desist from violating Sections S(a) and (c) of the Securities Act. See In re Research 

·-·- · ~--1nvestment~Group,~SecuritiesActReleaseNo •. 83.87J_(Eeb .... 17~2004L-- .c''"'"'"" .... ···--· ·-~·--·· .. ·---·--- .. ---· " .• •. 

(http://www.sec.gov/litigation .. admin/33-83 87 .httn). 

4 Before conferring with Gasich, Wilding attempted to negotiate a reverse merger between 
Paradigm and Naturally Splendid Enterprises, Ltd., an alleged seller of nutritional supplements. 
Zalmy worked with Wilding on this transaction, which evidently failed to materialize. 

4 



Case: 1:13-cv-05511 Document#: 84 Filed: 09/30/15 Page 5 of 14 PagelD #:2341 

via a reverse m~rger. (SEC Ex. 7, Gasich Aff. ~ 5). Luiten also understood that Gasich had 

identified Paradigm as a shell company "for the purpose of entering a reverse merger." (SEC Ex. 

3 iJ 6). Dalmy testified that she first became involved in the deal in March 2009, after Wilding 

contacted her to obtain "legal services related to a reverse stock split. ... " (Dalmy Ex. 6, Dalmy 

Dep. 35:1-8). She admits that she understood that Paradigm would deliver "zero" assets and 

liabilities at closing. (See SEC Ex. 30, Dalmy Dep. 145:1-8). 

The transaction itself commenced on March 31, 2009, when Zenergy and Paradigm 

entered into a memorandum of understanding. The memorandum specified that Paradigm would 

"deliver at closing 0/0 assets/liabilities." (SEC SOF 'if 32). Zenergy and Paradigm then entered 

into a Share Exchange Agreement on or about May 28, 2009. Pursuant to this agreement, which 

Dalmy prepared with Gasich' s assistance, Zenergy was to merge into Paradigm to allow 

Zenergy's shareholders to gain control over Paradigm. Both companies approved the Share 

Exchange Agreement on or about June 8-9, 2015. 

On or about June 12, 2009, Zenergy shareholders received 216,232,100 restricted shares 

pursuant to the Share Exchange Agreement. The shares gave Zenergy shareholders a 91.5% 

stake in Paradigm. Gasich, Luiten, and Mcintyre's widow each received approximately 67 

million shares, based on the interests they held in Zenergy before the reverse merger. 5 

5 Dalmy challenges the notion that Gasich received 67 million shares through the merger. She 
contends that those shares were technically issued to a company, The Spire Group, LLC ("Spire 
Group"), and that the SEC has failed to submit admissible evidence verifying that Gasich was the 
sole owner of the Spire Group. But Dalmy misses the point. Ultimately, the issue is whether 
Gasich exercised control over the shares that he directed to the Spire Group. See infra at 11-14. 

· ··-·--,+wo--undisputed.facts.show.that.Gasich.exercised~complete~control.oY.eLthos.e .. shar~s. I.ir.~t_, ___ '"· .. - ...... .. .,........... . 
Gasich himself stated that he was directing the shares to which he was entitled, based on his pre
merger ownership interest in Zenergy, to the Spire Group. On June 5, 2009, Gasich wrote an 
email to Lui ten indicating that he ''just had a call" with Dalmy "in terms of format" for the 
division of shares Zenergy would receive pursuant to the Share Exchange Agreement. See SEC 
Ex. 46. Gasich provided a "break down" of the distribution of the 216,232,100 shares in his 

5 
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D. The Gasich Assignment 

In connection with the reverse merger, Paradigm agreed to assume the $30,000 worth of 

convertible debt that Zenergy purportedly owed to Gasich. However, the value of the debt 

changed: rather than equal $0.001 per share, the conversion rate was revised to $0.0001 per 

share. The new conversion rate meant Gasich could convert his securities into 300 million 

shares ofZenergy stock instead of30 million shares. 

Gasich assigned portions of his debt securities to members of his family, his friends, 

associates of Paradigm, Dalmy, and others. The assignees subsequently converted their assigned 

debt into hundreds of millions of shares of stock. Dalmy received 4 million shares for her role as 

counsel for the reverse merger. 

E. The Public Sale of Zenergy's Post-Merger Shares 

From June 2009 to December 2009, Gasich, Wilding and others promoted Zenergy by 

issuing press releases and posting information on internet message boards. The following chart 

reflects the increase in share price and volume activity of Zenergy stock between January 2009 

and July 2010. 

email to Luiten. Id. Although Gasich's name is not listed among the recipients of shares, he 
stated the following: "The Spire Group, LLC 66,663,331 shares (converting my shares to 
corporation)." Id (emphasis added). Thus, the Spire Group served as a repository in which 
Gasich deposited the shares he was due. Second, even if there is no authenticated paperwork 
establishing Gasich's sole ownership of the Spire Group, Dalmy does not dispute that he was 
entitled to receive those shares before he transferred them to the Spire Group. It is undisputed 
that Gasich (a) held a one-third ownership interest in Zenergy before the merger, and (b) was due 

· · · ......... · ... .. ..... .. . --- .. an*amount.of shares.in.the. post-:merger.Zenergy_pr.oportion.ate .. tQ.lYA~tbi~ CQ-owp_~~-Lui~~!l-~mt .. ____ . _ 
Mcintyre's widow, obtained. Luiten and Mcintyre both received approximately 67 million 
shares. Gasich was thus entitled to receive a similar amount. It is thus no coincidence that 
Gasich directed approximately 67 million shares to the Spire Group. That amount is what he 
owned. Thus, regardless of how Gasich used or transferred those shares, the upshot is he, alone, 
controlled their distribution. 

6 
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Zenergy Share Price and Volume Activity (January 2009 to July 2010) 
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Gasich's assignees obtained at least $4.4 million from their sales. Dalmy deposited her 4 

million Zenergy shares into her personal account at Scottrade on or about August 12, 2009. She 

then sent Scottrade one of her opinion letters, the convertible note, and other documents to show 

that her shares could be sold as unrestricted stock to the public. Between August 12 and August 

18, 2009, she sold 1 million Zenergy shares to public investors for $43,995. She deposited the 

proceeds into her Scottrade account and subsequently used them for personal expenses. 

· F. Dalmy's Role in the Reverse Merger 
... ~--·----···- __ ..,. __ •-4...... .. ·~ ' --·-· ··- ---~. .... . ...... .. -· .... ·--------~ -- ... -~... , - .. ·- - . 

Dalmy performed a variety of services as the transaction attorney for the reverse merger 

between Zenergy and Paradigm. She advised the parties regarding implementing the transaction 

7 
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and prepared its essential documents, including the Share Exchange Agreement, board 

resolutions, and other corporate filings. Then, following the reverse merger, Dalmy prepared 

several opinion letters representing that the stock Gasich assigned to her and other assignees was 

exempt from the registration requirements of Section 5 of the Securities Act. It is undisputed that 

no registration statement was filed or in effect for any of sales of Zenergy shares that Gasich' s 

assignees made, and that the shares were not exempt. 

II. LEGAL STANDARD 

Summary judgment is appropriate when the movant shows there is no genuine dispute as 

to any material fact and the movant is entitled to judgment as a matter of_ law. Fed. R. Civ. P. 56; 

Smith v. Hope Sch., 560 F.3d 694, 699 (7th Cir. 2009). "[A] factual dispute is 'genuine' only if a 

reasonable jury could find for either party." SMS Demag Aktiengesel/schafl v. Material Scis. 

Corp., 565 F.3d 365, 368 (7th Cir. 2009). The court ruling on the motion construes all facts and 

makes all reasonable inferences in the light most favorable to the nonmoving party. Anderson v. 

Liberty Lobby, Inc., 477 U.S. 242, 255 (1986). Summary judgment is warranted when the 

nonmoving party cannot establish an essential element of its case on which it will bear the 

burden of proof at trial. Kidwell v. Eisenhauer, 619 F.3d 957, 964 (7th Cir. 2012). 

III. DISCUSSION 

"Section 5 of the Securities Act of 1933 requires a valid registration statement before 

securities are sold in or by means of interstate commerce .... '' United States v. Dokich, 614 F .3d 

314, 321 (7th Cir. 2010) (citing 15 U.S.C. § 77e). The SEC can establish a prima facie violation 

of Section 5 by showing that (1) the defendant directly or indirectly sold or offered to sell 

securities, (2) no registration statement was in effect or filed as to the securities involved, and 

(3) the offer or sale was made through the use of interstate facilities or the mails. See S.E. C. v. 

8 
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Randy, 38 F. Supp. 2d 657, 667 (N.D. Ill. 1999) (citing SEC v. Continental Tobacco Co., 463 

F.2d 137, 155-56 (5th Cir.1972)). "A person not directly engaged in the transfer of the title of a 

security can be held liable if he has 'engaged in steps necessary to the distribution of 

[unregistered] security issues."' S.E.C. v. Greenstone Holdings, Inc., No. 10-cv-1302, 2012 WL 

1038570, at *11 (S.D.N.Y. Mar. 28, 2012) (quoting SECv. Chinese Consol. Benevolent Ass'n, 

Inc., 120 F.2d 738, 741 (2d Cir.1941)). The defendant's "participation must be substantial, not de 

minimis,'' to be found liable as an indirect seller. Greenstone Holdings, 2012 WL 1038570, at 

*11. 

Here, Dalmy does not dispute that she violated Section 5. She directly sold one million 

shares ofZenergy stock for $43,995. Nor does she contest the SEC's argument that she acted as 

an indirect seller in the sales of Zenergy stock by Gasich's assignees by virtue of the opinion 

letters she issued. See Greenstone Holdings, 2012 WL 1038570, at *11 ("As general counsel, 

Frohling wrote and approved opinion letters without which CST would not have issued any 

unregistered shares. Such conduct is sufficient to hold an attorney liable under Section 5."); 

accord S.E.C. v. Gendarme Capital Corp., No. 11-cv-0053, 2012 WL 346457, at *4 (E.D. Cal. 

Jan. 31, 2012). 

The sole disputed issue in this case is whether Dalmy and Gasich's other assignees' sales 

ofZenergy stock were exempt from the registration requirements of Section 5.6 If no exemption 

applies to Dalmy's and the other assignees' sales of unregistered Zenergy securities, then Dalmy 

is liable under Section 5, and the SEC is entitled to partial summary judgment. 

6 Dalmy argues that she sold her shares and issued her advisory opinions in good faith, but 
scienter is not an element of a violation of Section 5. See SEC v. Calvo, 378 F.3d 1211, 1215 
(11th Cir. 2004) (per curiam). Dalmy's purported good faith belief that the Zenergy shares were 
exempt from registration is thus not a defense to liability under Section 5. 

9 
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The only exemption that Dalmy invokes is Section 4(1) of the Securities Act, 15 U.S.C. § 

77d(l) ("Section 4(1)"). Section 4(1) provides an exemption to the registration requirements of 

Section 5 "for transactions by any person other than an issuer, underwriter, or dealer." 15 U.S.C. 

§ 77d(l)).7 "The tenn 'issuer' means every person who issues or proposes to issue any security .. 

. . " 15 U.S.C. § 77b(a)(4). An "underwriter" is "any person who has purchased from an issuer 

with a view to ... the distribution of any security." Id. § 77b(a)(l l). And a "dealer" is "any 

person who engages either for all or part of his time, directly or indirectly, as agent, broker, or 

principal, in the business of offering, buying, selling, or otherwise dealing or trading in securities 

issued by another person." Id § 77b(a)(l2). 

Here, the applicability of the term "underwriter'' is at issue.8 It is undisputed that Palmy 

acquired her Zenergy stock from Gasich. The SEC asserts that Dalmy is ineligible for the 

Section 4(1) exemption because Gasich was an "underwriter'' to the reverse merger. Dalmy 

agrees that if Gasich qualifies as an underwriter to Zenergy's distribution of unregistered 

securities, then his assignment of shares to her and her subsequent resale were not exempt from 

registration. 

The General Rules and Regulations to the Securities Act of 1933 provide guidance for 

understanding the tenn, "underwriter," for the purpose of "determining whether or not the 

Section 4( 1) exemption from registration is available for the sale of [unregistered] securities." 

See 17 C.F.R. § 230.144. This rule, referred to as "Rule 144," "creates a safe harbor from the 

Section 2(a)(l 1) definition of 'underwriter."' Id Essentially, if a person satisfies the criteria of 

· ··· -·····? .. stated differently,-stock-sales-by-~!issuers;'!.~.!underwriters, ~~-and..'~dealers'~ are .subjecuo .. the ... , ·- ....... ____ .... .. 
registration requirements of Section 5. 

8 The SEC does not contend that Gasich acted as an "issuer," as Paradigm (renamed Zenergy) 
issued the shares. Nor does the SEC claim that Gasich was a "dealer" when he assigned his 
shares. 

10 
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the Rule I 44 safe harbor, then that person "is deemed not to be engaged in a distribution of the 

securities and therefore not an underwriter of the securities for purposes of Section 2(a)(l 1).'' Id. 

(emphasis added). 

The critical inquiry here is whether Gasich satisfies all of the conditions of the Rule 144 

safe harbor; if he does not, Dalmy acknowledges that the SEC must prevail in its Section 5 claim 

against her. 

Both the SEC and Dalmy focus on two conditions under Rule 144. First, Rule 144 

imposes a one-year holding period requirement. See§ 230.144(d)(l)(ii). That is, a minimum of 

one year must elapse between the later of {I) the date of the acquisition of the securities from the 

issuer, or from an affiliate of the issuer, and (2) any resale of such securities. Id (emphasis 

added). Second, the Rule 144 safe harbor is unavailable to securities issued by shell companies. 

§ 230.144(i). A shell company is defined as an issuer ''with no or nominal operations and no or 

nominal non·cash assets." Id 

The court first analyzes whether Dalmy's public sale ofZenergy stock was subject to the 

holding period requirement. If this requirement applied to Dalmy's sale of Zenergy shares, it is 

undisputed that she did not comply with it because she acquired her stock from Gasich in June 

2009 and sold it to the public in August 2009.9 The only question is whether Gasich was an 

"affiliate of the issuer," Zenergy. Ifhc was, then the holding requirement applies, and Dalmy 

would be ineligible for the Rule 144 safe harbor and the Section 4( I) exemption. 

Rule 144 defines an "affiliate of an issuer" as "a person that directly, or indirectly 

through one or more intermediaries, controls, or is controlled by, or is under common control 

9 The same analysis applies to Gasich's other assignees. All of their resales took place less than 
a year before the one-year holding period expired. So, if Gasich qualifies as an affiliate of 
Zenergy, then Dalmy also violated Section 5 by serving as an indirect seller to the other 
assignees' sales. 

11 
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with, such issuer." § 230.144(a)(l) (emphasis added). Although "Rule 144 fails to define 

'control,' Rule 405 of Regulation C establishes a definition of 'affiliate' identical to that of Rule 

144 and defines 'control' as 'the possession, direct or indirect, of the power to direct or cause the 

direction of the management and policies of a person whether through the ownership of voting 

securities, by contract, or otherwise."' S.E.C. v. Kern, 425 F.3d 143, 149 (2d Cir. 2005) (quoting 

§ 230.405); see also United States v. Corr, 543 F.2d 1042, 1050 (2d Cir. 1976) (holding that 

control "depends upon the totality of the circumstances including an appraisal of the influence 

upon management and policies of a corporation by the person involved") .. "A person may be in 

control even though he does not own a majority of the voting stock, and such control may rest 

with more than one person at the same time or from time to time .... " Corr, 543 F .2d at 1050 

(citations omitted). "Although there is no bright-line rule declaring how much stock ownership 

constitutes 'control' and makes one an 'affiliate' under Section 4(1), some commentators have 

suggested that ownership of something between ten and twenty percent is enough, especially if 

other factors suggest actual control." S.E.C. v. Cavanagh, 445 F.3d 105, 114 n. 19 (2d Cir. 

2006) .. 

The undisputed facts in this case show that Gasich exerted sufficient control over 

Zenergy to qualify as an affiliate.'° First, Gasich possessed the power to direct Zenergy's 

policies through his stock ownership and by contract. As was one of Zenergy's principal 

founders, he owned approximately 10 million shares of the company's outstanding stock, as did 

its other founders, Luiten and Mcintyre. But Gasich owned something that Luiten and Mcintyre 

did not: convertible debt securities. These secl:ll'ities gave Gasich the contractual power to 

10 Given the court's ruling that Dalmy failed to comply with the one-year holding requirement, it 
is unnecessary for the court to resolve whether Zenergy or Paradigm were shell companies as 
understood in the Rule 144 context. 
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convert the $30,000 he loaned to Zenergy into an additional 30 million shares of Zenergy stock, 

a conversion that would have given him a majority stake in the company before it merged with 

Paradigm. 

After the merger, Gasich's ownership control increased. He, Luiten, and Mcintyre's 

widow all received approximately 66 million shares in the post-merger Zenergy. These shares 

corresponded to the one-third interest each of them held in the company. In an email dated June 

5, 2009, Gasich emailed Luiten with a "break down" of the 216,232,100 shares that Zenergy 

received through the reverse merger. Id Although Gasich did not include himself among the list 

of recipients, he stated that he "convert[ed] [his] shares to [the] corporation," the Spire Group. 

The 66,663,331 shares Gasich "converted" to the Spire group roughly equaled the number of 

shares that his Zenergy co-founders, Luiten and Mcintyre, received. 11 

Gasich subsequently received even more shares when he exercised his right to convert his 

debt securities. Gasich converted his $30,000 worth of debt securities into 300 million post-

merger shares. He then assigned those shares to members of his family, his friends, associates of 

Paradigm, Dalmy, and others. If the shares Gasich held in the Spire Group are combined with 

the 300 million shares he assigned, Gasich controlled 366,663,331 out of the 536 million shares 

outstanding. 

Additionally, separate from his ownership interests, Gasich possessed sufficient influence 

over Zenergy to confirm his status as an affiliate.· Before the merger, Zenergy's CEO, Luiten, 

shared managerial responsibilities with Gasich. While both principals weighed in on the 

company's major strategic decisions, Gasich spearheaded its merger with Paradigm. Gasich's 
··- -~·"'" .. '•' ,.. -· . . . ... --.... ·--·« --·"··., - .. , 

company, Market Ideas, "assisted Zenergy in locating" Paradigm as "a merger candidate" so that 

11 Luiten acquired 66,663,331 shares, and Mcintyre's widow obtained 66,615,338 shares 

13 
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Zenergy could go public. (SEC Ex. 7, Gasich Aff. 'ii 5). During the transaction, Dalmy's 

primary contacts were Wilding on behalf of Paradigm and Gasich on behalf of Zenergy. Dalmy 

acknowledges that Gasich assisted her in drafting the documents necessary to effectuate the 

transaction. In Dalmy's own words, "Gasich had significant involvement" in the negotiations on 

behalf ofZenergy. (See Dalmy's Resp. to SEC's SOF if 46). Gasich and Luitenjointly approved 

the merger agreement and board resolutions on Zenergy' s behalf. After executing the reverse 

merger, Gasich, Wilding and others promoted Zenergy by issuing press releases and by posting 

on internet message boards. Gasich thereafter controlled the distribution of approximately 366 

million shares, or 68% of the total number of shares outstanding. 

In sum, Gasich was an "affiliate" of Zenergy because Zenergy was under Gasich' s 

control. Consequently, because ofGasich's affiliate status, Rule 144 required Dalmy to wait a 

year before she sold her Zenergy stock, since she acquired her shares from Gasich. She did not 

do so. Because Dalmy failed to comply with the one-year holding requirement, she cannot 

invoke the Rule 144 safe harbor or the Section 4(1) exemption. 

IV. Conclusion 

For the reasons set forth herein, the court finds that Dalmy is liable for selling 

unregistered securities in violation of Section 5. Accordingly, the SEC's motion for partial 

summary judgment is granted. 

ENTER: 

Isl 
L·~~--- ..,.,_..,...... ____ "'·-·~-~·~-----~--~ .......... --.~---,,_._, ,.,, ....... -~ 

JOAN B. GOTTSCHALL 
United States District Judge 

DA TED: September 30, 2015 
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June 1~2009 

Confidential Treatment Requested byPacific Stock Transfer 
Zenc:rgy Intcmatiooal, Inc. C-07707-00SOO 

DIANE D. DALMY 
ATI'ORNEY ATLAW 

8965 W. CORNELL PLACE 
LAKEWOOD, COLORADO 80227 

303.985.9324 (telephone) 
303.988.6954 (facsimile) 
email: dda1my@carlh1ink.net 

Pacific Stock Transfer Inc. 
500 E. Warm Springs Road 
Suitc240 . 
.Las Vegas, Nevada 

Re: Rule 144(b) Sale of Shares ofCommQn Stock 
of Paradigm Tactical Products l'nc. • 

To Whom it May Concern: 

\ 

I have acted as secwities counsel to Paradigm Tactical Products In~ a corporation 
organized Wlder the laws of the ·state of Delaware (the "Corpotation"). This opinion is 
written in connection with the . settlement of debt .in the amount of $30,000.00 (the . 
"ZeneJBY Debt") between Zencrgy Inc., a coipOration orpidzed under the laws of the 
State of Nevada (".l.cncrgy'9) and Robert Oasich ("Gasichj. The Zcncrgy Debt is 
evidenced by and reflected in the finaDcia1 statements of Zenergy as of June 2006. AJJ at 

. June 2006, Zencrgy and Gasich verbally agreed and established that the Zenergy Debt 
could.be convertible at Oasich•s sole option into shares of common stock ofZenergy at 
$0.000 I per share. 

Subsequently, the Corporation, Zenergy and the shareholders of Zencrgy (the "Zencrgy 
Shareholders") entered into that certain share exchange asrc:ement dated May 28, 2009 
(the "Share Exchange Agreement"), P\D'Suant to which the Corporation agreed to acquire 
one hundred percent of the total Issued and outstanding shares of common stock of 
Zenergy in exchange for the Issuance of 216,232,100 shares of the restrictc4 common 
stock of the Co.tporation and to further assume the Zenergy Debt and issue shares of its 
common stock as settlement of the~ Debt, 

' EXHISrr 

I 'le,..,~ 2.10 



Confidential Treatment Rcqucsled by Pacific Stock Transfer 
Zenergy International, Joe. C-07707-00501 

Pacific Stock Transfer Inc • 
. Page Two 
June 12, 2009 

In further accordance with the terms and provisions of those cC'fhlin partial assignments 
of the Zenergy Debt dated effective June 1, 2009 between Gasich and those certain 
assignees as listed (collectively, the "Partial Assignment of Zenergy Debtj, Gaslch 
assigned a pro-rata pOrtion of his right, title and interest in and to the Zenergy Debt to 
certain assignees (collectively, the "Assignees") and indiviliually as follows: (i) 
Downshire Capital, Inc. in the amount of$1,000.00; (ii) Skyline CapitaUnvestments·Jnc. 
in ~ amount of $3,760.00; (iii) Sigma Consulting Group Inc.. in the mnount of 
$2,600.00; (iv} Romero Kicp in the amo\Ult of $40.00: (v) Kymberly Ndson in the 
amount of $4,900.00; (VJ) Javorka Gasich in the am.omit of S4,~.00; (vhl Nenad 
Jovanovich in the amount of $4,900.00; (viii) Diana Bo7.0vic in the amount of~,900.CO; 
and (ax) Diane Dalmy in the amount of $400.00. 

In aceotdancc with the subsequent receipt. of notices of conversion dated June 3, 2009 
from the Assignees (collectively, the "Notice of Conversion") and settlement of the Debt 
by issuance of an aggtegate of283,000,00 shares of Common Stock of the Corporation to 
the Assignees, I am of the opinion that: (i) effective June 3, 2009, the rcsbidivc legend 
may be removed from such share certificates to be issued to the .Assignees; and Cu") the 
shares of common stodc may be sold by the Assignees nee of any restrictions on tmnsfer 
without registration under the Securities Act of 1933, as 811\ended (the "Actj pursuant to . 
Ruic 144(b) of the Act. 

In COlllleCtion with this opinion, I have examined the following: 

1. Board of Director Resolutions ofZenergy dated Junc2, 2009 effective June 1, 
2006 ntifying and acknowledging the terms and provisions of"the Zenergy. 
Debt {the ~~nergy Board Resolutio~'1). · 

2 Board of Director Resolutions of the Corporation dated June 3, 2009: (i) 
ratifying and acknowledging the terms and provisions of the Zcncrgy Debt; 
(il) approving the assumption of the Zenergy Debt; (iii) acknowledging 'the 
Partial ~~ignment of Zcnergy Debt; {iv) acknowledging m:eipt of the 
Notices of Conversion from the Assignees; and (v) approving the issuance of 
the aggregate 840~000 shares of common stock to the Assignees. 

3. Share Exchange Agreement. 

4. The Partial Assignment of~ DebL 

S. The Notices of Conversion. 
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6. Certificate of Amendment to Certificate of Jncotp0ration as filed with the 
Delaware Secretary of State on June I, 2009 changing 1he par valiic of the 
COJJ>Qration•s shares of common stock to $0.0001. 

I have also investigated such other matters and examined such other documcn1s as I have 
deemed· DCccsSary in connection w.ith the rendering Of this opinion. Jn examining these 
documents. I have assumed the genuineness of the sipatures not witnessed, the 
authenticity or docmncnts submitted as originals., and the contonnity to originals of 
documents submitted as copies. This opinion is based solely on the facts and assumptions 
as set forth in this opinion and is limited to the investigation and examinations and such 
other invc:sdgation as I deemed necessary. 

Based on the infopnation provided and on my examination of the doaum:nts picviously 
discussed, I find as follows: 

1. The issuance of the aWcsatc 283,000,000 sh.ares of common stock of lhe Coxpmation 
to the Assignees will be acquired by the Assignees from the Corporation. in a private 

• transaction pursuant to the terms of the Share Exdumge Agreement. the Zencrgy Debt 
and the Partial Assignment of Zencrgy Debt. At the date .of the Zeriergy Deb~ fi.iil 
consideration was given and teeeived and the shares were deemed fiJlly paid and non
assessable. 

2. In accordance with tho terms and provisions· of the Partial Assignment of Zenergy 
Debt, Oasich assigned a portion of his right, title and interest in and to the 2'.eoergy Debt 
proportionately 101he respective .Assignees; 

3. The Assignees shall be deemed to have held the shares of common stock for in excess 
of one {l) year fiom the date of June 30. 2006 as emblished by the Zcncrgy Debt based 
upon ·the revised Rule 144 effective February J s. 2008. · · 
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4. None of~ AWgnecs are currently nor have been during the preceding three months 
an affiliate of the Coxporationasthatterm is defined by Rule 144.None oftheAssigpees 
me officers or ~rs ofihe Cotporation nor a~ in any manner"Of contract with the 
Coipora1ion that would suggest a controlled relationship and none of the Assignees shall 
be considered an underwriter with re!J>CCt to the shares within· the mc:aning of Section 
2(11) of the Act. None of the Assignees are under control of either the Corpomlion or any 
of its officers and directors. 

. . 
S. The Corporation is not and has not been a shell coxporation as defined In Rule 230AOS 
of the Securities AcL · 

Based on the above, I am of the opinion that: (i) as of June 3, 2009, the iestrictive legend 
may be removed from the sham certificates to be issued to the Assignees representing in 
the aggregate the 283,000,000 shan:s of CODDDDn ~oc;k of1ho Cosporation; (u") US of June 
l, 2009, the requirements of Rule 144(b) have been met and the sale of the shares of 
common stock of the Corporation to be evidenced by the share certificates to be issneil 1o 
the respective Assignees will be cx~pt from the registration requirements of the Act 

· wider'the exemption set forth in Rule 144(b); and (iii) the sh~ of common stock may 
. be subsequently sold or transferred by the Assignc=1 ftcc of any restrictions on transfer. 

AccontingJy, you are instructed to issue the share certificates to the Assi~ in the 
denominations reflected below representing in the aggregate 87,000,000 shares of 
common stock without the restrictive legend thereon: 

Sh8rchoJder of Record' 

Skyline Capital Invemnents Inc. 
Sigma Consul6ng Group U.C 
DOwnshire Capital Group Inc. 
Romero K.iep 
Kymberly Nelson 
Javorka Oasich 
Nenad Jovanovich 
Diana Bozavic 
DianeDalmy 

Denomination of Shares 

. 37,600,000 
26,000,000 
10,000,000 
400,000 
49,000,000 
49,000,000 
49,000,000 
49,000,000 
4,000,000 
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. The Coipmation, Pacific Stock Tn.nsfer Inc., any broker-dealer. any clcarlng fiJm and the 
Assignees arc :authorized .to p~t this letter and to rely on 1bis opinion In sclllng the. 
sbales-ofcommon_stockandinregisteringtransferthcreof.Nootheruseorthlsopinionls . 
authorized. 

Sincerely, 

D~cD.Dalmy 
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This is tape number one 
to the videotaped deposition of Diane Dalmy being 
taken in the matter of the Securities and Exchange 
Commission versus Zenergy International, 
Incorporated, et al., case number 13 CV 05511. 

This deposition is being held at 
175 West Jackson Boulevard, Chicago, Illinois. 
Today's date is June 10, 2014. The time is 
9:40a.m. 

My name is Scott Johnson, the 
vldeographer. The court reporter is 
Deralyn Gordon. 

State your name for the record. 
MR. HAYES: Dan Hayes, attorney for the 

Securities and Exchange Commission, the plaintiff 
in the case. 

Also with us today in the room is Ben 
F eis, F-1-e-s, who Is a summer intern with the 
SEC. Not here yet but will be joining us, 
.is~ P~~,-Hetms.,an-attomey wilfi.tfla·sec:-·------·-···----·-

MR. ROSENBURG: Howard Rosenburg, 
R-o-s-e-n-b-u-r-g, representing Diane Dalmy, 
the deponent. 

THE VIDEOGRAPHER: Will the court reporter 

800.211.DEPO (3376) 
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1 please swear in the witness. 
2 (Whereupon the witness was 
3 sworn.) 
4 DIANE DISHLACOFF DALMY, ESQUIRE, 
5 called as a witness herein, having been first duly 
6 sworn, was examined and testified as follows: 
7 EXAMINATION 
8 BY MR. HAYES: 
9 Q. Ms. Dalmy, could you state and spell your 
10 full name for the record, please? 
11 A. Yes. It's Diane, D. is the middle 
12 initial, Dalmy, D-a-1-m-y. 
13 Q. And. Ms. Dalmy, do you have a microphone 
14 there? Could you put that on your lapel? 
15 Ms. Dalmy, have you ever sat for a 
16 deposition before? 
17 A. Yes. 
18 Q. Okay. And you're an attorney, correct? 
19 A. Yes, I am. 
20 Q. Okay. So you're familiar kind of with the 
21 general ground rules for the deposition? 
22 A. Yes. 
23 Q. I mean, we'll go over some of the them in 
24 any event. 

Page 10 
1 But let me ask you how many times have you 
2 actually sat for a deposition? 
3 A. Three. 
4 Q. Okay. 
5 A. Including this, the third. 
6 Q. Including today? 
7 A. Yes. 
8 Q. Okay" And when were those other 
9 depositions? 
10 A. The second one was approximately two weeks 
11 ago, and the first one was related to this case 
12 with regards to, I don't recall the year, 2011? 
13 Q. Okay. So let me just clarify. I guess, 
14 briefly. 
15 Those other two instances that you're 
16 referring lo, were those testimony -
17 investigative testimonies in SEC proceedings? 
18 A. Yes. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

in connection with this -
A. Yes. 
a. - litigation, correct? 
A. Yes. 
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Q. Okay. So putting that -- I will call 
those testimonies or investigative testimonies; 
is that fair? 

A. Yes. 
a. Okay. This now is part of a lawsuit is a 

deposition, which is a little different than an 
investigative testimony. 

A. Oh. 
a. But it1s similar in a lot of respects. 

Have you ever provided testimony as part 
of a deposition? 

A. No. 
Q. Okay. So some of the ground rules. Your 

testimony today is obviously under oath. The 
court reporter is trying to take down everything 
that we say. 

So the record is clear, please allow me 
to finish my questions before you start your 
answers. And I will allow you, hopefully, 
to finish your answer before I start my next 

1 question. Is that fair? 
Page 12 

2 A. Yes. 
3 Q. Okay. To the extent you don't know the 
4 answer to one of my questions or don't understand 
5 it, please let me know. 
6 If you respond to a question, I'm going to 
7 assume that you understood it. ls that fair? 
8 A. Yes. 
9 Q. Okay. Again, the court reporter, because 
1 O she1s trying to take down a written transcription 
11 of what we're saying, please make sure that your 
12 answers are audible responses as opposed to nods 
13 of the heads or a shaking of the head. Is that 
14 fair? 
15 A. Yes. 
16 Q. Okay. Please also remember that if the 
17 answer is yes or no, please state yes or no 
18 Instead of uh-huh or uh-uh, because that's hard to 

-19·~·-~"Q:-·0kay;-So·that-one,about.two.weeks. ago.~··· 

20 was that in connection with.an investigation being 
21 conducted by the SEC's New York office? 

.,- .J9_.ttdecjJlh~r,J:>.OJh~-1!£l!J§£!!Qt. Ok~yl.tt----·-·· .. ~·~ ....... _" .. 

22 A. Yes. 
23 Q. Okay. And then the first one that you 
24 were referring to was an investigative testimony 

20 A. Yes. 
21 Q. If you need to take a break for any reason 
22 to use the restroom, make a phone call - this is 
23 not an endurance test- please let me know. 
24 We'll find an appropriate time to take a break for 

800.211.DEPO (3376) 
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1 you. Is that all right? 
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2 A. Thank you. Uh-huh. 
3 Q. Is there any reason today that you cannot 
4 provide complete, accurate and truthful testimony? 
5 A. No. 
6 Q. You're not taking any medication or 
7 anything or drugs or alcohol that might affect 
8 your ability to testify? 
9 A. No. 
10 Q. Okay. Earlier you mentioned briefly 
11 that you had provided investigative testimony as 
12 part of this proceeding, correct? 
13 A. Yes. 
14 Q. Okay. And that was a couple of years, 
15 a few years ago that you did that? 
16 A. Yes. 
17 Q. Okay. Have you reviewed the transcript of 
18 that testimony? 
19 A. Yes, I have. 
20 Q. And when was the last time you reviewed 
21 the transcript? 
22 A. Four days ago. 
23 Q. Okay. In your review of the transcript, 
24 did you notice or are you aware of any answers 

1 that you gave in response to that - those 
Page 14 

2 questions that are false or Inaccurate? 
3 A. No. 
4 Q. Is there any reason, as you sit here 
5 today, based on your review of that transcript, 
6 that you feel that you need to modify or amend 
7 your answers? 
8 A. Supplement them. 
9 Q. Okay. Is there any, excuse me, anything 
10 specifically, topics, that you want to supplement 
11 your opinions on or your testimony on? 
12 A. Several of the Issues relating to this 
13 case. 
14 Q. Okay. And what is - what's the reason 
15 now that you feel like you want to supplement your 
16 testimony? 
17 What was it about your testimony 
18 given back then that you feel deserves to be 
·19~supplemented·now?- ,. ---M--·--· ··· ...... · ----··· ...... 
20 A. Because I've had time to refresh my memory 
21 and make some recollections and also review the 
22 documents for the first time that I had provided 
23 the SEC, which l received yesterday. 
24 Q. Okay. And you received those documents 
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23 
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that you provided to the SEC yesterday from 
Mr. Rosenburg? 

A. From Mr. MacPhail in Denver. 
Q. Okay. So Mr. MacPhail yesterday provided 

to you documents that you had previously provided 
to the SEC, correct? 

A. Yes. 
Q. But those documents were always in your 

possession or control, correct? 
A. No, because my - when I provided 

those documents, after that my computer crashed. 
So I did not keep copies of what I had provided 
the SEC. So I did not have those documents until 
yesterday. 

Q. Okay. But at the time you provided them 
to the SEC, they were under your possession and 
control, correct? 

A. On my computer, yes. 
Q. Okay. And you gave them to Mr. MacPhail, 

correct? 
A. No. I sent them directly to Paul Helms. 
Q. Okay. And then how did you get them 

from - you said you got them from Mr. MacPhail. 
How did he get them? 

A. I don't know. I would assume the SEC 
Page 16 

provided him a copy. 
Q. Okay. And why did - did you request 

copies of these documents from Mr. MacPhail 
recently? 

A. Well, I was provided -
MR. ROSENBURG: Lefs just be careful 

about privileged communications so -
MR. HAYES: And I'm just talking about 

requests for documents. I don't know how that 
could be privileged. 

A. I was-
MR. ROSENBURG: I understand. Let's 

just-
THE WITNESS; Okay. 

A. I was provided a disk from Mr. Rosenburg 
with SEC documents, of which I could open nothing 
on that disk. So I was concerned and told 

· -19---Mr,·MacPhail-on F-riday .. And.then he.provided.me.~ . 
20 
21 
22 
23 
24 

with a copy of the documents that I had supplied 
the SEC yesterday. 
BY MR. HAYES: 

a. Okay. So let's talk about your production 
of documents. 
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1 As part of the, as part of the SEC's 
Page 17 

2 investigation, you were served with a - in 
3 this matter, you were served with a subpoena for 
4 documents, correct? 
5 A. Yes. 
6 Q. And you produced documents in response to 

1 A. I believe about 6 months ago. 
Page 19 

2 Q. Okay. And what was it that initiated 
3 Mr. MacPhail's search for this additional 
4 information on your computer? 
5 MR. ROSENBURG: If you know. 
6 A. I don't know. Just to ensure that I 

7 that subpoena, correct? 7 produced everything I had in my possession to 
8 A. Yes. 
9 Q. Did you - in your production of 
10 documents in response to that subpoena, did you 
11 intentionally withhold or fail to produce any 
12 documents that were responsive? 
13 A. Quite the contrary. I produced everything 
14 that I had. 
15 Q. Okay. So you didn't withhold or fail to 
16 produce - intentionally withhold or fall to 
17 produce documents thatwere responsive to that 
18 subpoena? 
19 A. No. 
20 Q. Okay. Now, after this litigation, this 
21 lawsuit was flied, you received or your attorney 
22 received a copy of a separate document - written 
23 document request from the SEC, correct? 
24 A. I don't recall. 

8 the SEC. 
9 BY MR. HAYES: 
10 Q. Okay. And did you -are you aware 
11 whether or not Mr. MacPhall or Mr. Rosenburg on 
12 your behalf produced additional documents to the 
13 SEC? 
14 A. I believe additional documents were 
15 produced. 
16 Q. Did you receive copies of any of those 
17 additional documents? 
18 A. No. 
19 Q. As you sit here today, have you seen any 
20 copies of those additional documents that were 
21 produced? 
22 A. I don't recall. I - no, I don't, don't 
23 believe so. 
24 Q. You don't believe so? 

Page 18 Page 20 
1 Q. Did your - did anybody in this case 1 A. No, I don't believe so and I don't recall. 
2 provide to you a copy of a document called SEC's 2 Q. Well, do you know when those documents, 
3 Request for Production of Documents? 3 those additional documents. were produced to the 
4 A. I don't recall. He might have. I don't 4 SEC? 
5 recall. 5 A. I believe 6 months ago. 
6 Q. Okay. Do you recall being asked to 6 Q. Okay. And so in the last 6 months, you 
7 produce documents again In response to a request 7 have not reviewed. to your, the best of your 
8 from the SEC as part of this litigation? 8 knowledge, any of those additional documents that 
9 A. No. 9 were produced to the SEC? 
10 Q. Okay. Did you - after this lawsuit 10 A. No, because I don't know what additional 
11 was filed, did you undertake to locate additional 11 documents were produced. 
12 documents that were not produced in response to 12 I know there were some emails, I believe, 
13 the SEC's original investigative subpoena? 13 that he was able to get out of the computer. the 
14 A. My attorney did. He - because my 14 technician. 
15 computer had crashed, and I believe my attorney, 15 Q. Okay. 
16 Michael MacPhail, was working with a computer 16 A. I don't -
17 technician to pull out any, however you want to 17 Q. Go ahead. 
18 put that, emails specifically that you couldn't 18 A. I don't know. 
·1-g·-seetnarwerEnfml>edded ·tnihe-computer-perhaps:- -19----&.-·-So·what-you're-saying. is- that.if.- and.. .. . . . . . 
20 Q. Okay. So when did your computer crash? 20 I don't want to put words in your mouth, but I 
21 A. 2012. 21 think what you're saying is that as a result of 
22 Q. Okay. And when was it that Mr. MacPhail 22 this computer technician finding these additional 
23 was working with a computer technician to kind of 23 documents or finding documents on your computer, 
24 retrieve additional emails from your computer? 24 you don't know which of those documents were 
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1 previously produced and which of those documents 
2 were not previously produced? 
3 A. I believe they were emails. 
4 Q. Okay. 
5 A. And that's all I recall. 
6 Q. Okay. As a result of the computer 
7 technician's search of additional effort -
8 additional documents on your computer, were you 
9 given to review any of the documents that the 

10 computer technician found? 
11 A. I believe Michael MacPhail sent me via 

June 10, 2014 
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1 I'm sorry. Strike that. 
Page 23 

2 Who was the computer technician that 
3 helped retrieve the documents from your computer? 
4 A. Michael Lamb. 
5 Q. And do you have Michael Lamb's contact 
6 information? 
7 A. No, not here. 
8 Q. And where ls Michael Lamb located? 
9 

10 
11 

A. Denver, Colorado. 
Q. Does he work for a company? 
A. No. 

12 email one or two of the email correspondences 12 
13 that he had been able to get from the computer. I 13 

Q. And Is it Lamb, L-a-m-b? 
A. Yes. 

14 don't recall. 14 Q. And how do you know Michael - do you know 
Michael Lamb? 15 I believe it related to the convertible 15 

16 note. I don't recall anything else. 16 A. He's a computer technician. I've engaged 
17 Q. Okay. And the convertible note you're 17 his services many times. 
18 referring to, is that the convertible note between 18 Q. And where is your computer? 
19 Robert Gasich and Zenergy? 19 Is this a laptop? 
20 A. Yes. 20 A. It was a laptop. 
21 Q. Other than those few emails that 21 Q. Okay. And where is this laptop? 
22 Mr. MacPhail provided to you, since your - 22 A. My understanding it's been thrown away or 
23 the computer technician retrieved these 23 recycled. 
24 documents from your computer within the last 24 Q. What's that understanding based on? 

1 6 months. 
Page 22 Page 24 

1 A. From Michael Lamb's statements. 
2 Have you reviewed any other documents 2 Q. Statements to you? 
3 produced by you or on your behalf in this case? 3 A. Yes. 
4 A. No. 4 Q. Okay. When were these statements? 
5 THE WITNESS: Would that include the 5 A. Approximately 6 months ago. 
6 Form 1A? 6 Q. Okay. 
7 BY MR. HAYES: 7 A. Five months ago. 
8 Q. Have you - 8 Q. And was this a telephone call or was 
9 A. I don't know what you're asking. 9 this-
10 Q. Okay. In preparation for your deposition 10 A. Yes, telephone call. 
11 today, did you review any documents? 11 Q. Okay. And what did Michael Lamb tell you? 
12 A. Yes. 12 A. He said my computer was so corrupted that 
13 Q. What? 13 there was no reason to save it. 
14 A. A Form 1 - a Form A registration 14 So I don't know if that implies that he 
15 statement. 15 threw it away or he still has it. I would have to 
16 Q. Okay. What else? 16 confirm that. 
17 A. Financial statements. 17 Q. Okay. So you don't know one way or the 
18 Q. Anything else? 18 other? 

·19·-.. ····A:--NO:-Thatwas·te-" .... ., ... -·· - -19 .. - A:--My·understanding-ls-that·he·tossed-it-~ - --·-. 

20 Q. Within the last 6 months have you reviewed 20 Q. All right. Did he -- do you know if 
21 any of your emails or other documents relating to 21 he kept a copy of the hard drive or anything 
22 the Zenergy/Paradigm matter? 22 associated with the computer? 
23 A. No. 23 A. I do not know. 
24 Q. Okay. Who is your computer technician - 24 Q. Okay. Were you surprised to hear --
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2 You understand that you have an obligation 
3 to preserve all potentially relevant materials as 
4 part of this litigation? 
5 A. Yes. 
6 Q. Okay. Were you surprised then to hear 
7 that Michael Lamb threw out your computer? 
8 A. I didn't see the relevancy of that. 
9 a. Why not? 
10 A. Because I had already produced everything 
11 I had on that computer to the SEC. 
12 Q. Well, you, frankly, don't know what 
13 Michael Lamb produced to the SEC or your attorneys 
14 produced to the SEC because you've never reviewed 
15 those materials, correct? 
16 A. That's correct. My understanding is it 
17 was a couple of emails. 
18. Q. Would you be surprised to know that it's 
19 dozens, if not hundreds, of pages? 
20 A. I'm not aware of that. 
21 a. Okay. I sent a letter to your attorney 
22 last week identifying the specific documents that 
23 were produced prior to - or that have 
24 subsequently been produced as part of this 

1 litigation that were not produced in the - in 
Page26 

2 response to the earlier investigative subpoena. 
3 Have you seen a copy of that letter? 
4 A. No, I haven't. 
5 a. Okay. Did you instruct Mr. Lamb to 
6 discard your computer? 
7 A. No, I did not 
8 Q, Do you know if anyone else, any of your 
9 attorneys, instructed him to discard your 
10 computer? 
11 A. Notatall. 
12 Q. Did you instruct Mr. Lamb to preserve your 
13 computer and the information on it? 
14 A. Yes, I did. 
15 a. Okay. When did you do that? 
16 A. When I gave it to him. There's other -
17 there's pictures, there's other material on that 
18 computer that I would want. 
-1~f"-Cf:--Okay:--An·d·so were you'"surpnsea lheifWheli . 

20 he - when you learned he discarded the computer? 
21 A. I don't know if surprised is the right 
22 word. Disconcerted. 
23 Q. Okay. As far as you know, nobody on-
24 neither you or anybody else on your behalf 
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informed the SEC until today that your computer 
had been discarded? 

A. I'm not positive if it was discarded. 
This is his language to me that - because I was 
trying to retrieve a little disk in there that 
had pictures from whitewater rafting. 

And his response to me was I might have 
thrown your computer out; it was so corrupt. That 
was the last time I've spoken would him. 

Q. Okay. So what did you say in response to 
that? Did you -

A. I asked him why he would do that. 
Q. And what did -
A. It's my property. 
Q. Right. 

And what did he say? 
A. He said itwas just so corrupt. And he 

said he has so many old, trashy computers stacked 
up In his office that he can't just keep all of 
them. 

Q. And so when did this conversation take 
place? 

A. I don't recall. 
Q. More than a month ago? 

A. Oh, yes. 
Page28 

Q. More than 3 months ago? 
A. Yes. 
Q. Six months ago? 
A. I don't recall. 
a. Somewhere between 3 and 6 months ago? 
A. Yes. Around the time that we - he was -

I was asking him to work with Michael MacPhail to 
retrieve any other information that he could. 

Q. Okay. And so my kind of question about -
strike that 

Once you learned that - again, strike 
that. 

After you learned that Mr. Lamb may have 
discarded your computer, you did not inform the 
SEC of that fact until today, correct? 

A. That's correct. 
Q. Okay. And your - do you know whether or 

·19"-noranyone -e1s·e; .. including ·your-attomeys1·made-
20 
21 
22 
23 
24 

any effort to notify the SEC that your computer 
may have been discarded? 

A. 
a. 

No. 
Okay. Did you - well, strike that. 

Ms. Dal my, whafs your current occupation? 
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1 A. Lawyer. 
Page 29 

2 Q. And what type of lawyer? What area of 
3 practice? 
4 A. Corporate and securities. 
5 Q. Okay. Do you have any other source of 
6 income other than through your work as a lawyer? 
7 A. No. 
8 a. Are you currently married? 
9 A. . 
10 a. Divorced? 
11 A.  
12 a. Okay. Do you have any ownership or 
13 membership interest in any business entities? 
14 A. I hold shares in Zenergy. 
15 Q. Any other companies that you own shares 
16 in? 
17 A. Avidity I have an interest; it's an LLC. 
18 a. How did you acquire your shares in 
19 Avidity? 
20 A. And one other, Parking Partners Capital. 
21 Ten to 12 years ago it was an investment me and my 
22 husband made. 
23 Q. Okay. Did you provide any legal services 
24 to a individual at this? 

1 A. On the periphery. Larry Lansing, who's 
Page30 

2 with Avidity, was a close friend. 
3 a. Okay. Could you spell Avidity for me? 
4 A. A-v-i-d-i-t-y. 
5 Q. And what kind of peripheral legal services 
6 did you provide? 
7 A. I believe I re- - this was over 10 years 
8 ago. 
9 I believe I reviewed a licensing 
10 agreement. 
11 a. Okay. Did you prepare any Rule 144 
12 opinion letters? 
13 A. No. 
14 Q. What was the name of the other company you 
15 said you owned shares in? 
16 A. Parking Partners. 
17 Q. And how did you acquire your shares in 
18 Parking Partners? 
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private placement memorandum for him. 
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Q. And who was this friend with respect to 
Parking Partners? 

A. I'm trying to remember his name. It 
escapes me right now. 

a. Okay. Did you provide any Rule 144 
opinion letters? 

A. No. No. 
Q. Other than Avidity, Parking Partners 

and Zenergy, do you hold any ownership interest 
or membership interest in any other companies? 

A. Double Crown Resources issued shares to 
me, but I've done nothing with those. 

Q. Okay. Any other companies? 
A. No. 
Q. Double Crown Resources, what kind of 

company is that? 
A. It's a public company. It used to be 

my client. 
Q. And when did you acquire your shares In 

Double Crown Resources? 
A. It must have been 4 years ago. 
a. Okay. And did you provide any legal 

services to Double Crown? 

A. Yes~ They were my client. 
Page32 

Q. Okay. Just try to let me finish my -
A. Oh. Sorry. 
a. That's okay. 

So did you provide any legal services to 
Double Crown Resources? 

A. Yes. 
a. And what kind of legal services did you 

provide? 
A. Corporate and securities. 
a. Okay. Any·rule - did you provide any 

Rule 144 opinion letters in connection with 
Double Crown resources? 

A. ·I believe so. 
Q. And did you -- how was it that you 

personally acquired your shares in Double Crown 
Resources? 

A. The board of directors informed me that 
, ··19----A-:~lt wa~Hfffinveslment:-·~~~·--·-·w·---·-~···-····· · -19·-"my ·serviceswere,,excellent;·and·they wished-to-

20 Q. When was that? 
21 A. Over 10 years ago. 
22 Q. And did you provide any legal services to 
23 Parking Partners? 
24 A. Again, he was a friend, and I prepared a 

20 
21 
22 
23 
24 

issue me some shares. 
a. Okay. Was that in compensation for the 

legal services you provided? 
A. 
a. 

Not at all. 
Was it in recognition for the legal 
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1 services that you provided? 
2 A. Yes. 

Page 33 

3 Q. Okay. How many shares did you receive in 
4 Double Crown Resources? 
5 A. I don't recall. 
6 Q. Okay. Do you recall how many you 
7 currently own in Double Crown Resources? 
8 A It would be the same that I was issued. I 
9 would venture to say a million, but I don't -- no, 
10 it can't.be a million. Really, fdon't know. 
11 a. And did you also receive payment for your 
12 legal services? 
13 A. Yes. 
14 Q. And how did you - what kind of payment? 
15 Was it cash? 
16 A. Yes. They were always paid - my services 
17 were always paid in cash. 
18 Q. And how much cash do you think you 
19 received in compensation for the legal services 
20 you provided to. Double Crown Resources? 
21 A. Over all of the years? 
22 Q. Well, yes, over all of the years. 
23 A. Fifty -well, there were probably 3 years 
24 I was counsel, eo, 70,000. 

1 Q. Okay. And how long have you - has 
Page34 

2 Double Crown Resources been a client of yours? 
3 A. Approximately 3 years. 
4 Q. Okay. When's the last time you provided 
5 any type of legal service to Double Crown 
6 Resources? 
7 A. Well over a year ago. 
8 a. Okay. And who currently is the president 
9 or CEO? 
10 A. Jerry Drew. 
11 a. And how do you spell that? 
12 A. Jerry, J-e-r-r-y, and Drew, D-r-e-w. 

13 a. And where is Mr. Drew located? 
14 A. California. 
15 Q. Was Double Crown or has Double Crown 
16 Resources been involved.in·any reverse mergers? 
17 A. No~ 

18 Q. All right. Are you familiar with a 
~ 'l~-company ca1recr Paraalgnrracttca1~Prodocts? ... - · · · ···· 

20 A. Yes. 
21 a. And how is it that you're familiar with 
22 Paradigm Tactical Products? 
23 A. I was engaged as counsel. 
24 Q. And when were you first engaged as counsel 

0ESQQ~~.~ 
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1 for Paradigm Tactical Products? 
Page35 

2 A .. Approximately February 2009. 
3 Q. And if you could explain to me how did 
4 that come about Initially, your engagement by 
5 Paradigm Tactical Products? 
6 And what I mean by that is who first 
7 contacted you about becoming -- or being retained 
8 by Paradigm? 
9 A. It was a referral, but I don't recall who 
10 first contacted me. 
11 Q. Okay. And it was a referral by whom? 
12 A. I believe it was an individual named 
13 Dan Ryan. 
14 Q. And prior to February 2009, did you know 
1 s Dan Ryan? 
16 A. I believe I provided·legal services to 
17 Dan Ryan for incorporation of a company. That was 
18 it. 
19 Q. Okay. So you had worked on -- strike 
20 that. 
21 Prior to February 2009, you had worked on 
22 a prior deal or a transaction with Mr. Ryan? 
23 A. No. 
24 Q. Okay. Explain to me then what it was that 

1 you did with respect to Mr. Ryan. 
Page 36 

2 A. I believe it was incorporating a company 
3 under Nevada. 
4 Q. Okay. Was Mr. - how was Mr. Ryan 
5 associated with that company? 
6 A. It was his company. 
7 Q. Okay. So prior to February 2009, you 
8 helped Mr. Ryan's company incorporate in Nevada? 
9 A. Yes. I incorporated it. 
10 Q. And what was the name of the company? 
11 A. Something Gold. I don't recall. 
12 a. Had you had - so other than this 
13 company thatyou incorporated for Mr. Ryan, 
14 had you provided legal services to Mr. Ryan or 
15 to any company owned by Mr. Ryan? 
16 A. I don't recall. I don't believe so. He's 
17 not at the forefront certainly of my mind with 
18 regard to past cliehts. 
·1 gw .. ··~a:""-Have·you ever·met,Mr':·Ryan"J>ersonally? ... ····-· 
20 
21 
22 
23 
24 

A. No. 
Q. The company that you're referring to that 

you helped Mr. Ryan incorporate, was it ABV Gold, 
Inc.? 

A. Yes. 
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Q. Okay. Did it subsequently become known as 
2 Pharma Com Blovet, Inc.? 
3 A. Yes. That was a transaction, yes. You 
4 just refreshed my memory. 
5 MR. HAYES: Can you mark that as 
6 Plaintiffs Exhibit 20, please. 
7 (Plaintiffs Deposition Exhibit 
8 No. 20 marked for 
9 identification.) 

10 BY MR. HAYES: 
11 Q. Ms. Dalmy, the court reporter has just 
12 handed you what's been marked as Plaintiffs 
13 Exhibit 20. If you could review it and let me 
14 know if you recognize it. 
15 A. Yes, I recognize It. 
16 Q. Okay. And what is It? 
17 A. It Is an opinion under Rule 144. 
18 a. And it's provided by you, correct? 
19 A. Yes. 
20 a. And with respect to a company called 
21 PharmaCom Blovet, Inc., formerly known as 
22 ABV Gold, Inc.? 
23 A. Yes. 
24 Q. Okay. So in addition to incorporating 

Page38 
1 this company for Mr. Ryan, did you provide 
2 any Rule 144 opinion letters with respect to this 
3 company? 
4 A. Actually, I did not incorporate ABV Gold. 
5 As far as my services were related to a reverse 
6 merger, I believe. 
7 And the answer to your question is yes. 
8 Q. Okay. Let me try to unpack that and 
9 clarify it a little bit. 
1 O Earlier you testified that you 
11 incorporated ABV Gold, Inc., in Nevada for 
12 Mr. Ryan. 
13 A. That is incorrect. 
14 a. Okay. And so tell me what is it that -
15 putting aside this Rule 144 opinion letter marked 
16 as Exhibit 20, what legal services did you provide 
17 to ABV Gold and Mr. Ryan? 

. -1~. A. It wasn't to Mr. Ryan. My services 
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addition to - strike that 
Page39 

MR. HAYES: Can I see her answer. 
BY MR. HA YES: 

Q. Okay. You said your services were 
provided to ABV Gold with respect to a reverse 
merger. 

A. Yes. 
Q. What did you do? 
A. I drafted a share exchange agreement and 

then became counsel - his name was Gary, I don't 
recall his last name, he was in North Carolina -
with respect to his private company. 

Q. Okay. So other than ABV Gold, have you 
had any other business dealings with Mr. Ryan? 

A. Not that I recall. 
Q. If you look at this Exhibit 20 

Rule 144 opinion, the first sentence there - and 
I'm just going to read it for the record. 

It says "I have acted as counsel to 
PharmaCom Biovet Inc., formerly known as 
ABV Gold, Inc., a corporation organized under the 
laws of the State of Nevada .. Jn connection with 
the settlement of debt as evidenced by the 
certain convertible promissory note in the 

1 principal amount of $30,000 (the 'Debt') 
Page40 

2 between the Corporation and Daniel Ryan, a 
3 consultant and the prior President and director of 
4 the Corporation •.. dated August 1, 2006." Do you 
5 see that? 
6 A. Uh-huh. Yes. 
7 Q. Okay. What is the debt that's referred to 
8 there? 
9 A. I don't recall any of this. This was in 
10 2008. 
11 Q. Okay. So you don't recall what you're 
12 referring to - as you read that, you can't recall 
13 what you were referring to? 
14 A. Not at all. 
15 Q. Okay. Did Mr. Ryan hold some kind of 
16 convertible note with respect to PharmaCom? 
17 A. I don't recall. I don't recall this . 
18 a. If you look at the next sentence, it says 

19 were .. provi.cfeCi to A.av Goid;-nowknown as .... -- - l9u·111n-1iecorifance·witffffieterms-an-d-pr6Vistonirot"··-·- ·- --·--- - --
20 PharmaCom Biovet, with respect to a reverse 
21 merger involving a private company. 
22 I don't recall the name of the private 
23 company. 
24 a. Okay. And then in connection - in 

20 that certain assignment of promissory note dated 
21 July 29, 2008, (the 'Assignment of Convertible 
22 Note') by Ryan of all of his right, title and 
23 interest in and to the Convertible Note to 
24 Joseph Bernaudo \Bernaudo') and the subsequent 
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1 assignment dated" 11 - I'm sorry, "dated 
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2 September 11, 2008 (the 'Assignment') made by 
3 Bernaudo to Market Ideas, lnc.11 Do you see that? 
4 A. Yes. 

1 
2 
3 
4 

5 Q. Were you familiar with the company 5 
6 Market Ideas, Inc., back In September 2008? 6 

7 A. No. 7 
8 a. Do you know who owns or who was a 8 
9 shareholder in Market Ideas, Inc.? 9 
10 A. I have no idea. 10 
11 Q. Okay. Was - with respect to ABV Gold or 11 
12 PharmaCom Biovet, was Mr. Scott Wilding associated 12 
13 with that company? 13 
14 A. No. 14 
15 Q. Mr. Bob Gasich? 15 
16 A. No. 16 
17 Q. What about Mr. Vincent Cammarata? 17 
18 A. No. 18 
19 Q. What about with respect to Market Ideas, 19 
20 Inc., were anyof those individuals that I just 20 
21 mentioned affiliated with Market Ideas, Inc.? 21 
22 A. I don't know who Market Ideas, Inc., fs. 22 
23 Q. Okay. When you provided this opinion, 23 
24 Rule 144 opinion letter, back in September of 24 

A. Yes. 
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a. And you did that in this case -
A. Yes. 
a. - with respect to PharmaCom, correct? 
A. Yes. 
Q. And in doing so is it important for you to 

know if the assignees are in any way affiliated 
with the issuing company? 

A. What do you mean by affiliation? 
Q. Have you ever in the course of your work 

heard the term affiliate with respect to Rule 144? 
A. Absolutely. 
Q. Okay. What does It mean to you? 
A. An officer, director or a 10 percent or 

greater shareholder. 
Q. Okay. So In connection with your issuing 

your Rule 144 opinion letter in this case with 
respect to PharmaCom Biovet,. was it important 
for you to know whether Market Ideas or any of 
its owners were affiliates? 

A. Absolutely. I would have asked that 
question, uh-huh. 

Q. Okay. So earlier I thought you said you 
didn't undertake to do anything to determine who 

Page42 
1 2008, did you investigate who was - who owned 1 the owners of Market Ideas were. 

Page44 

2 Market Ideas, Inc.? 2 A. I understood that question to mean who 
3 A. No. 3 were the people behind Market Ideas. That 
4 Q. Was that relevant to you at all in 4 wouldn't be relevant to me. 
5 connection with your Rule 144 opinion letter 5 It would be relevant to know that 
6 that you provided as part of Exhibit 20? 6 Market Ideas was not an affiliate in terms of 
7 A. It would be, and most generally - I can't 7 holding shares. 
8 speak to the specifics circumstances because I 8 a. Okay. Was It - if one of the 
9 don't recall. 9 shareholders -- If somebody that owned shares -
1 O But when assignees are given assigned 1 o strike that. 
11 debt, it's to compensate them for administrative 11 If there was an individual that owned more 
12 or financial or managerial or technology, website, 12 than 1 O percent of the shares of Market Ideas that 
13 any services that they might have provided to the 13 also owned more than 10 percent of the shares of 
14 company. 14 PharmaCom Blovet, would that have been relevant to 
15 And the company is unable to pay them 15 you? 
16 because it's a small developmental company. So 16 A. Yes. 
17 they issue or - so they assign debt, aged debt, 17 MR. ROSENBURG: Objection, foundation, 

J§ __ to C:Q.l]P-.~!lsa~..:.. .. ~ •. --........ .,.,. ····-······ .. . ... __ . 18 calls for speculation. 
19 a. And in this case that debt was then ·· · ..... 1·9--BYMR. HAves: ·-----· ·· --·----~-·-·------·- -·---~· ... ··· 
20 converted then to stock, correct? 20 a. So it is important to know who the 
21 A. Based on this opinion, yes. 21 shareholders of Market Ideas are in connection 
22 Q. Okay. And you're asked to Issue an 22 with issuing a Rule 144 opinion letter? 
23 opinion pursuant to Rule 144 that the shares are 23 A. Yes. 
24 unrestricted, correct? 24 Q. So, generally, when you're issuing your 
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Rule 144 opinion letters, it is important for you 
2 to know who the assignees are? 
3 A. Yes. 
4 a. And whether those assignees have any 
5 relationship with the issuing company that would 
6 make them affiliates under Rule 144? 
7 A. Yes. And I always check that. 
8 Q. Okay. Let's move back to Paradigm 
9 Technical Products. You said you were first 
10 engaged or asked - strike that. 
11 I think you mentioned earlier you 
12 were first asked to provide legal opinions to 
13 Paradigm Technical Products in February of 2009? 
14 A. Yes. 
15 Q. And you don't recall who first contacted 
16 you? 
17 A. It would have been either Scott Wilding or 
18 Vincent Cammarata. 
19 Q. Okay. Prior to February of 2009, have you 
20 ever had any business dealings with Mr. Wilding? 
21 A. No. 
22 a. Prior to February 2009, had you ever had 
23 any business dealings with Mr. Cammarata? 
24 A. No. 

1 Q. 
Page46 

And In February of 2009 when Mr. Wilding 
2 or Mr. Cammarata asked you to provide legal 
3 services for Paradigm Tactical Products, what 
4 did they ask you to do? 
5 A. They asked me to basically act as 
6 transactional lawyer. 
7 Q. With respect to any particular 
8 transaction? 
9 A. They were contemplating one. 

10 a. And what was that? 
11 A. I don't believe a company had been 
12 identified, but I recall my initial discussions 
13 were that Mr. Cammarata felt it necessary and 
14 in the best interest of the shareholders to move 
15 the operations into another company. 
16 a. To merge Paradigm into another company? 
17 A. Yes, or - yes. 
18 Q. Okay. Did he - wh~t kind of business was 
19 Paradigm in at the time? 
20~· " ... A:· -He·was-actively·in·business-marketlng-and-- . 
21 distributing security-related devices. 
22 a. Okay. And were they-- was Mr. Cammarata 
23 at that time looking to merge with another company 
24 in a like industry? 
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21 
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23 
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A. I don't know. 
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a. Okay. Do you know - at the time were 
there any other shareholders of Paradigm Tactical 
Products other than Mr. Cammarata? 

A. Yes, there were other shareholders. 
a. Okay. And do you know whether Mr. Wilding 

was a shareholder of Paradigm Tactical Products? 
A. No. 
Q. Okay. Did you know who any of the other 

shareholders of Paradigm Tactical Products were? 
A. I believe their identity was on a 

shareholder resolution, which was signed for 
the reverse stock split. 

a. Okay. And what you're referring to is 
at some point after you were retained, Paradigm 
engaged In a reversed stock split, correct? 

A. Yes. 
Q. Where they reduced the number of shares 

outstanding by a factor of 75, correct? 
A. Yes, I believe so. 
Q. It's a 75to1 reverse stock? 
A. Yes, I believe so. 
a. Prior to being contacted by either 

Mr. Wilding or Mr. Cammarata, had you ever heard 

Page48 
or provided legal services or had any business 
dealings with Paradigm Tactical Products? 

A. No. 
Q. Did Paradigm after your engagement ever 

identify any potential merger candidates? 
A. My understanding is they were looking at 

a couple of prospects, and then it resulted in 
Zenergy. 

Q. Okay. Prior to Zenergy did Paradigm 
enter into merger negotiations with a company 
called Naturally Splendid? 

A. I don't recall. 
Q. Do you know what? And before we 

continue - I may have asked you this; and if 
I did, I apologize. 

With respect to PharmaCom Biovet or 
ABV Gold, was Mr. Wilding affiliated with that 
company at all? 

A. I have no idea. 
·20- -----Q, ..... Qkay, .. ~.Do-you .. recall providing.any _________ ~. 
21 
22 
23 
24 

Rule 144 opinion letters with respect to 
Mr. Wilding and PharmaCom Biovet? 

A. No. 
MR. HA YES: Mark this, please, as 
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1 Plaintitrs Exhibit 21. 
Page49 

2 (Plaintiff's Deposition Exhibit 
3 No. 21 marked for 
4 identification.) 
5 BY MR. HAYES: 

a. Ms. Dalmy, if you could take a look at 
what's been marked as Plaintiff's Exhibit 21, 
which is a series of emails. 

And I want to know, after you've reviewed 
it, if you recognize the emails. 

A. No. 
Q. Okay. The email at the top is 

dated January 1, 2009. And it's provided 
by LlquidlnvestorsOrganization at 
(Liquid lnvestorsOrg@AccessPro.net) 
to DDalmy@Earthlink.net, your email address? 

A. Yes. 
a. And was that your email address in 

January of 2009? 
A. Yes. 
Q. In the last 10 years have you used any 

other email addresses? 
A. No. 

1 Q. Okay. And you received emails from 
2 Mr. Scott Wilding using this -
3 A. Yes. 
4 a. - email address, correct? 
5 A. Yes. 
6 Q. So It looks like Mr. Wilding is providing 
7 to you or forwarding to you a copy of an email 
8 that's just below this that he sent to some other 
9 individuals. Do you see that? 
10 A. Yes. 
11 Q. Okay. And the email below from 
12 Mr. Wilding Is dated December 30, 2008. And 
13 ifs to an Ana, who appears to be with Stalt, 
14 @Stall.com. Do you see that? 
15 A. Yes. 
16 Q. If you look at Exhibit 20, your 
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17 Rule 144 opinion letter, that was addressed to an 
18 Ana Melgoza at Stall Inc., right? 
19 A. Yes. 
20 Q. In the email Mr. Wilding writes "Dear Ana, 
21 as you know my 110 shares of PhannaCom Biovet were 
22 free trading when you Issued them to me. You have 
23 the original legal opinion and my 144 sellers 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 Q. Okay. Is that your current email address? 24 agreement that came with those said shares.~ Do 
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1 A. Yes. 1 you see that? 
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2 Q. Okay. Do you have any reason to believe 2 A. Yes. 
3 that you did not receive this email from Liquid 3 a. Okay. Does that refresh your recollection 
4 Investors Organization? 4 at all with Mr. Wiiding's involvement with 
5 A. I don't recall receipt of this email at 5 Pharma Com Biovet? 
6 all. 6 A. Not at all. 
7 a. Okay. Do you see the Bates label down at 7 Q. Okay. Mr. Wilding forwards his email 
8 the bottom lower right-hand corner of this 8 to Ana on to you a day later on January 1, 2009. 
9 document? 9 Do you know why he did that? 
1 O A. The dates? 1 O A. No, I don't. I don't recognize this, nor 
11 a. The Bates label. It's DAL000288. 11 do I recall this email whatsoever. 
12 A. Yes. 12 Q. Okay. And so looking at this, does it 
13 Q. Okay. That indicates to me that this 13 refresh your recollection at all that prior to 
14 document was produced by your attorneys on your 14 February 2009 that you had business dealings with 
15 behalf, that DAL refers to Dal my. Do you see 15 Mr. Wilding? 
16 that? 16 A. No. I don't recall this. 
17 A. Yes. 17 Q. Do you have any-- as you sit here today, 
18 a. Okay. Do you know if this document was 18 do you have any reason to - strike that. 
·19 · ~~~ ~1 ·th~ ci.oc~m~~sJ)iOciuceci'irom yourcomputer? ·r9---·-·· As.you ·sii ileia-·fociay;·-can youthink· or· · · · "' ·· 
20 A. No. 
21 a. Okay. In any event, the from line, 
22 "From: Liquid Investors Organization," do you 
23 recognize that email name? 
24 A. It's Scott. It appears to be Scott. 

20 any reason why Mr. Wilding would be forwarding to 
21 you this email in Exhibit 21? 
22 A. I don't recall. I never recalled having 
23 any type of interaction with Mr. Wilding prior to 
24 Paradigm. 
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1 Q. Would you at least concede that it's 1 A. Yes. 
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2 possible that you had prior business dealings with 2 a. -- "is working on getting the last block 
3 Mr. Wilding? 3 
4 A. Possible, yes. Based on this email, yes. 4 
5 Q. Okay. 5 
6 A. ~ut I don't recall. 6 
7 Q. All right. Going back to Paradigm 7 
8 Tactical Products- and I think I asked you if 8 
9 you recalled that Paradigm Tactical Products 9 

1 O entered Into merger negotiations with a company 10 
11 called Naturally Splendid. 11 
12 A. Uh-huh. 12 
13 Q. Do you recall that? 13 
14 A. No. I recall your question. 14 
15 Q. Thank you. 15 
16 But you don't recall those negotiations? 16 
17 A. No. 17 
18 MR. HAYES: Okay. Could you mark this as 18 
19 Plaintiff's Exhibit 22, please. 19 
20 (Plaintiff's Deposition Exhibit 20 
21 No. 22 marked for 21 
22 identification.) 22 
23 MR. HAYES: Can you mark this as 23 
24 Exhibit 23. 24 

of the control block. They said they're getting 
it. Dan is meeting with Craig Goodwin, CEO of 
Naturally Splendid, which is merging into" 
Paradigm - I'm sorry, "PGDT to go over their debt 
to convert into equity." Do you see that? 

A. Yes. 
Q. All right. In the email there who is the 

Dan that is referenced? 
A. Dan Ryan I would presume. 
Q. Okay. Was Mr. Dan Ryan affiliated with 

Paradigm Tactical Products? 
MR. ROSENBURG: Objection, foundation. 
THE WITNESS: What do I do? 
MR. ROSENBURG: You can answer, if you 

know. 
THE WITNESS: Oh. 

A. I don't -- no, he wasn't I didn't work 
with him with regards to Paradigm. 

He referred me to Paradigm as far as 
Vincent Cammarata. 

BY MR. HAYES: 

Page 54 Page 56 
1 (Plaintiffs Deposition Exhibit 1 Q. Okay. And looking at this email, does 
2 No. 23 marked for 2 it refresh your recollection that at some point, 
3 Identification.) 3 at least by March of 2009, Paradigm was 
4 (Discussion held off the 4 considering a merger with a company called 
5 record.) 5 Naturally Splendid? 
6 BY MR. HAYES: 6 A. No. I wasn't participating in any of 
7 a. Actually, Ms. Dalmy, if you could look at 7 the preliminary negotiations. I know they were 
8 Plaintiffs Exhibit 23 first, it is a series of 8 looking at a variety- not a variety, but a 
9 emails. And it's a 4-page document with the 9 couple of options. 
1 O Bates label DAL000270 to DAL000273. Do you see 1 O MR. ROSENBURG: I think your answer is no, 
11 that? 11 it doesn't refresh your recollection. 
12 A. Yes. 12 THE WITNESS: It doesn't. 
13 Q. Okay. And I want to focus on the second 13 BY MR. HAYES: 
14 page. 14 Q. Okay. Do you know why Mr. Wilding is 
15 At the top is an email from Liquid 15 sending this email to you about a merger 
16 Investors Organization - and that's 16 between -
17 Mr. Scott Wilding, correct? 17 A. No . 

. -~---~:.. ... Y~!~ ...... ~ . .,. "' .--------· 18 Q. I'm sorry. 
19 a. And it's dated March 5, 2009, and it's to . .. , .. fa ....... ....... bo -you-know-·wt1y'r~rr·. Wilding is iiending--- .. -

20 you, Diane Dalmy. And the subject line is "How's 20 this email to you about a merger with Naturally 
21 everything coming along? " 21 Splendid and Paradigm? 
22 And in the email Mr. Wilding writes 22 A. No. 
23 "PDGT11 

- 23 Q. Okay. Do you know what business 
24 That's Paradigm, correct? 24 Naturally Splendid was in? 
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1 
2 
3 

Q. Do you know it was a health foods company? 
A. I don't know anything about Naturally 

4 Splendid. 
5 Q. Okay. Take a look, if you will, at 
6 Plaintiff's Exhibit 22. This is a two-page 
7 document Bates labeled DAL257 - let me strike 
8 that. 
9 
10 
11 
12 
13 
14 
15 

Do you have a one-page or a two--page 
document? 

A. Two. 
a. Right. 257 - rm sorry. Strike that. 

It's a 2-page document, DAL257 to 258, 
correct? 

A. Yes. 
16 Q. Okay. And, again, this is a series of 
17 emails that includes both you and Mr. Wilding and 
18 Mr. Ryan, correct? 
19 A. Yes. 
20 Q. All right. And in the first email from 
21 Mr. Wilding, it's dated 3/19/2009. Do you see 
22 that? 
23 A. Yes. 
24 Q. And It's to a 

1 
2 
3 
4 
5 
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Maybe it was best this didn't happen. I will be 
email everyone a few companies tonight and 
tomorrow." Do you see that? 

A. Yes. 
Q. Okay. What did you understand Mr. Wilding 

to be saying when he says that I will email 
7 everyone a few companies tonight and tomorrow? 
8 MR. ROSENBURG: Objection, foundation. 
9 A. It was of no concern to me. 
10 BY MR. HAYES: 
11 
12 
13 
14 
15 
16 

Q. Did you -· do you - did you read the 
email when you got it? 

A. I don't recall this email at all. I was 
cc'd, so probably not. 

a. Is it your practice not to read emails 
that are sent to you? 

17 A. No. I read emails, but I receive 
18 literally sometimes 100 emails a day. 
19 This is preliminary negotiations. I don't 
20 
21 
22 
23 
24 

care. 
Q. How would you know, unless you read it? 
A. I don't recall whether I read this or not. 
Q. So I'm just trying to understand your 

practice, I guess, as part of your legal practice. 

Page 58 . Page 60 
1 Rick@StockAwarenessGroup.com, a Vince, and a 1 How do you determine which emails to read 
2 JonL@lpsecuremail.com. And then you and 2 and which not to read? 
3 Mr. Ryan are cc'd on the email, correct? 3 A. When I have a role to play. 
4 A. Yes. 4 Q. Okay. 
5 Q. Who is Rick@Stoct<AwarenessGroup.com? 5 A. And I read them all. But when I have a 
6 MR. ROSENBURG: Objection, foundation. 6 role to play, when I am required to do something, 
7 THE WITNESS: Can I answer? 7 then I focus in on the email. This is periphery. 
8 MR. HAYES: You can answer. 8 Q. But weren't you retained at this point to 
9 A. I have no idea. 9 provide legal services to Paradigm? 
10 BY MR. HAYES: 10 A. Yes. 
11 Q. What about Vince? 11 Q. Okay. So when you get an email from 
12 A. Vincent Cammarata. 12 Mr. Wilding or Mr. Cammarata related to Paradigm, 
13 Q. So Vince is a reference to 13 was it your practice to read those emails? 
14 Vincent Cammarata? 14 MR. ROSENBURG: Objection, form and 
15 A. Yes. 15 foundation. 
16 a. How about JonL@LPS - I'm sorry, 16 A. I'm sure I read it, but it had no 
17 Jonl@LPSecureMail.com? 17 relevancy or meaning to me. 
18 A. I have no idea. 18 BY MR. HAYES: 

· 1·9"·· · · ""M·R-~ .. R:cfaENBURG: -Oi'.>]eciion:toiindation~·-· -19~-a-;·-·okay·:··sc:n·row that weve~established·that · · · -·· · 
20 BY MR. HA YES: 20 you probably read this, do you recall as you sit 
21 Q. In his email it says - Mr. Wilding says 21 here today what you understood Mr. Wilding to mean 
22 "HI everyone, the deal is off with Naturally 22 when he said I will be emailing everyone a few 
23 Splendid but we're still going to continue 23 companies tonight and tomorrow? 
24 restructuring PDGT and merge a company into it. 24 MR. ROSENBURG: I'm going to object again, 
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1 because I think she's testified she doesn't 
2 remember if she read it or not. 
3 MR. HAYES: You can answer. 
4 A. Our initial conversations when I was 
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5 engaged was basically that this company was in 
6 full operational basis, but was not successful, 
7 not generating revenues. So they were looking 
8 for a merger candidate. 
9 I was not a participant in any of these 
10 conversations. I don't know Naturally Splendid. 
11 I don't know these other few companies. 
12 BY MR. HAYES: 
13 Q. When you say that it was your 
14 understanding that it was fully operational, 
15 Paradigm was fully -
16 A. Uh-huh. 
17 Q. How did you obtain that understanding? 
18 A. Press releases on the Internet, several 
19 conversations with Vincent Cammarata as to what he 
20 was - had been doing, what he was currently 
21 doing. 
22 Q. What did Mr. Cammarata tell you? 
23 A. He said that he had several trips that 
24 he had taken, one to China, and that he had been 
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1 Q. Okay. Was Paradigm a public company at 
2 this time? 
3 A. Yes. 
4 Q. So its stock was publicly traded over some 
5 exchange somewhere? 
6 A. Pink sheets, I believe. 
7 Q. Okay. And do you recall whether you 
8 checked with pink sheets to see if they had any 
9 of Paradigm's financial statements? 
10 A. I don't recall where I saw financial 
11 statements, but I recall seeing some financial 
12 statements, ascertaining that it was a viable 
13 company, and what Vinny was doing as far as 
14 business operations. 
15 Q. All right. My question is a little bit 
16 different. And it was that do you recall ever 
17 contacting pink sheets or reviewing any financial 
18 information about Paradigm that was filed with 
19 pink sheets? 
20 A. That would absolutely be a source I 
21 would go to, but I don't recall specifically doing 
22 that. 
23 Q. Okay. 
24 A. That's a source I automatically go to. 

Page 62 Page 64 
1 diligently working on marketing and developing 1 Q. In your practice in connection with your 
2 these products for sale. 2 representation of companies, you would look at the 
3 a. Okay. 3 company's financial information -
4 A. And had some sales. 4 A. Absolutely. It's very important. 
5 Q. Did he tell you - did Mr. Cammarata tell 5 Q. I'm sorry. 
6 you when this company was first incorporated? 6 You would look at the company's financial 
7 A. I don't recall. 7 information that was publicly available on pink 
8 a. What else do you recall, if anything, 8 sheets? 
9 about what Mr. Cammarata told you about Paradigm? 9 A. Yes. 
10 A. We had several conversations about the 10 Q. And you believe, although you don't 
11 nature of the business operations. 11 remember, that you did that with respect to 
12 I recall asking him about the press 12 Paradigm? 
13 releases and that it was a viable business, but 13 A. I don't recall. 
14 he have not succeeding in it. 14 a. Okay. But it would be consistent with 
15 a. Did you review any of Paradigm's financial 15 your practice to do that? 
16 statements? 16 A. Absolutely. 
17 A. Yes, but I don't recall ever receiving an 17 MR. HAYES: Okay. Mark this as 
18 actual copy. 18 Plaintiff's Exhibit 24, please. 
19 Q. Well, then how did you review them? 19 (Plaintiffs Deposition Exhibit 

··-·· · · ·····--··-· · · - ·20,--A--I believe·that--1 don't-recall. - .... "' ---"··---·--- ···-- .20 ........................ ,.---No-24marked.for_ ______ ·-··---·-- ··- ---"· .. . 
21 Q. Okay. Was the information -were there 21 Identification.) 
22 financial statements publicly available? 22 BY MR. HA YES: 
23 A. I believe 1 saw financial statements 23 a. All right. Ms. Dalmy, if you could take 
24 somewhere. 24 a look at Plaintiffs Exhibit 24 and let me know 
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1 if you recognize this email. 
Page 65 Page 67 

1 Q. Do you remember if you read this email? 

2 A. I don't recall this email at all. 
3 Q. Okay. It's a document Bates labeled 
4 DAL250. It's from Liquid Investors Organization, 
5 which, again, is Scott Wilding, correct? 
6 A. Uh-huh. 
7 a. ls that a yes? 
8 A. Yes. 
9 Q. Thank you. 

10 Dated March 24, 2009, and it's to you, 
11 Diane Dal my, correct? 
12 A. Yes. 
13 Q. And it's about Paradigm, correct? 
14 A. Yes. 
15 Q. And It's dated just five days after 
16 Plaintiff's Exhibit 22, in which Scott Wilding 
17 announced that the merger between Paradigm and 
18 Naturally Splendid is off, correct? 
19 A. Yes. 
20 Q. Okay. So it says "Diane" - I'm sorry, 
21 back to Plaintiff's Exhibit 24. 
22 
23 
24 

Scott Wilding says "Diane, Vinnie said 
do not communicate with Rick Fernandez, 
Dino Paoulccl,'' P-a-o-u-1-c-c-i, "Jr., Tina 

2 A. I don't recall this email. 
3 a. As you sit here today' do you have any 
4 understanding or knowledge as to what Mr. Wilding 
5 might be talking about? 
6 A. None whatsoever. 
7 Q. Did you have a subsequent meeting with 
8 Mr. Wilding, as he references in this email, the 
9 following week? 
10 A. I've never met Mr. Wilding. 
11 a. All right. Did you have a subsequent 
12 discussion with Mr. Wilding, as he references in 
13 this email, the following week? 
14 A. Probably, but I don't recall. 
15 Q. Okay. So you don't recall Mr. Wilding 
16 ever explaining to you what he meant by this 
17 email? 
18 A. Not at all. 
19 MR. HAYES: Okay. Can you mark this as 
20 Plaintiff's Exhibit 25, please. 
21 (Plaintiff's Deposition Exhibit 
22 No. 25 marked for 
23 Identification.) 
24 BY MR. HAYES: 

. Page 66 Page 68 
1 Vasqaz," V-a-s-q-a-z, "or anyone else regarding 1 Q. Ms. Datmy, can you review Plaintiffs 
2 Paradigm. Please call Vincent to confirm. I will 2 Exhibit 25, which is, excuse me, an email 
3 explain everything when we talk next. lam trying 3 Bates labeled DAL451? 
4 to put a deal together for PDGT." 4 And let me know if you recognize this 
5 Tell me what you understood Scott Wilding 5 email. 
6 to be saying in this email. 6 A. Yes, I recognize it. 
7 MR. ROSENBURG: Objection, no foundation. 7 a. Okay. And this is, again, an email from 
8 MR. HA YES: You can answer. 8 Mr. Wilding dated March 24, 2009, correct? 
9 A. I have no idea because I don't know who 9 A. Yes. 
10 Rick Fernandez is, nor do I know who Tina Vasquez 1 o 0. And It's the same date as the prior email 
11 is. 11 that we looked at as Plaintiffs Exhibit 24? 
12 Dino Paolucci Is one of my clients 12 A. Yes. 
13 with Novus Robotics, a fully reporting company 13 a. Which is approximately-which is five 
14 that generates approximately $1 million a year. 14 days after Mr. Wilding sent the earlier email 
15 BY MR. HAYES: 15 saying that .the merger with Naturally Splendid 
16 Q. Okay. So when you see this email from 16 is off, correct? 
17 Mr. Wilding, did you call him up or respond in 17 A. Yes. 

- • • ~~ ••••••• rd<~ • 18----any~way .and~ayryou.knOwrlook,.Scott,J~don~t---·~ .. ~·-- .. la__Q . ....Qkay.._JnJhfs .. email Mr .. WUding_w.r:it@_~_ . _ 
19 know what you're talking about? 19 "Dear Diane, PDGT and Zenergy International, Inc., 
20 MR. ROSENBURG: Objection, no foundation. 20 www.Zenergylntematlonal.com, plan to do a merger 
21 She testified she doesn't recall. 21 agreement between the said companies." Do you see 
22 A. I don't recall. I don't recall. 22 that? 
23 23 A. Yes. 
24 BY MR. HAYES: 24 Q. And then he provides some information 
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1 about the merger, correct? 
2 A. Yes. 

Page 69 Page 71 
1 Q. That certainly wasn't Paradigm's business, 

3 Q. Okay. Do you recall reading this email 
4 when you received it? 
5 A. I'm sure I read It, but I don't recall 
6 reading It. 
7 Q. Okay. In this email he provides a 
8 number of pieces of information about Zenergy 
9 International, including its web address, correct? 
10 A. Yes. 
11 Q. Okay. In the third sentence of this 
12 email, Mr. Wilding writes "We would like to engage 
13 your services to help us put this deal together. 
14 When will you be available to have a conference 
15 call this week?" Do you see that? 
16 A. Yes. 
17 Q. All right. So is it fair to say that 
18 Paradigm retained you to help prepare the 
19 legal documents associated with the merger 
20 between Paradigm and Zenergy? 
21 A. Yes. 
22 Q. All right. 
23 
24 (Discussion held off the 

1 record.) 
2 BY MR. HAYES: 
3 a. At the time you received this email, did 
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4 you check to see what type of business Zenergy was 
5 in? 
6 MR. ROSENBURG: Objection, foundation. 
7 A. I don't recall. This was, again, their 
8 preliminary negotiations and discussions. 
9 BY MR. HAYES: 
1 O Q. Did you at any time undertake to find out 
11 what type of business Zenergy was In? 
12 A. Yes. 
13 Q. Okay. And was that in connection with 
14 your legal services that you provided to Paradigm 
15 in connection with the Paradigm/Zenergy merger? 
16 A. Yes. 
17 Q. Okay. So what did you learn about 
18 Zenergy's business? 
19 A. Basically that It was Involved in 

............. ., .......... _. · ........... ·20-biofuels;···--·····----.. ··-··--··--·· .............. · .. --· .. . 

21 a. Okay. Did It seem strange to you that 
22 Paradigm would merge with a company that was 
23 engaged in biofuels? 
24 A. Not at all. 

,,.ESQUIRE ~ $01UTIOtlS 

2 correct? 
3 A. No. 
4 Q. Okay. Did it seem odd to you that 
5 Paradigm would be looking to merge with a company 
6 that was engaged in biofuels five days after it 
7 called off a merger with a company that was in the 
8 business of selling health food? 
9 A. 1-
10 MR. ROSENBURG: Objection, form and 
11 foundation. 
12 A. I wasn't aware of that. 
13 (Discussion held off the 
14 record.) 
15 MR. HAYES: This is a good time to take a 
16 break. The tape is about to run out. 
17 THE VlDEOGRAPHER: Off the record at 
18 11 :01 a.m. 
19 (Recess taken from 11 :01 a.m. to 
20 11 :08 a.m.) 
21 THE VIDEOGRAPHER: Back on the record with 
22 tape number two at 11 :08 p.m. 
23 
24 BY MR. HAYES: 

Page72 
1 Q. Ms. Dalmy, before we took a break, we 
2 were looking at Plain~iff's Exhibit 2~. which is 
3 an email from Mr. Wilding to you and others 
4 announcing the fact that Paradigm intended to 
5 enter into a merger agreement with Zenergy 
6 International. 
7 A. Yes. 
8 Q. Yes, okay. And Mr. Wilding says that 
9 Paradigm would like to engage your services to 
10 help put the deal together, correct? 
11 A. Yes. 
12 a. Okay. In the email Mr. Wilding mentions 
13 a number of things. In the middle of it he says 
14 11Zenergy has requested an 80/20 split." What did 
15 you understand that to mean? 
16 MR. ROSENBURG: Objection, foundation. 
17 A. I don't recall this email, but that 
18 would be the reverse stock split. I don't know. 
19 I really have no idea actually. 
20 ·-BY MR. HAYES~--"-~.... -·· -----··· ..... , __________ ... _. -~ .. __ 
21 a. I thought before we broke you said you do 
22 recall this email. 
23 A. I mean, I received so many of these 
24 emails. I recall emails of this general nature. 
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1 I don't know if I recall this very 
2 specific email dated March 24, 2009. 
3 I recall the general nature of emails 
4 regarding the structure or proposed structures. 
5 Q. Okay. 
6 A. So let me clarify that. 
7 Q. So it says 11Zenergy has requested an 
8 80/20 split. Here is the breakdown that we have 
9 verbally agreed upon. 514M issued and out." 
10 Did you understand that to mean 
11 514 million shares issued and outstanding? 
12 A. I don't recall. 
13 Q. 11300M free trading through a debt to 
14 equity conversion from PDGT's debt." Do you see 
15 that? 
16 A. Yes. 
17 Q. What did you understand that to mean? 
18 MR. ROSENBURG: Objection, foundation. 
19 A. I don't recall. This to me It was merely 
20 postulating. 
21 BY MR. HAYES: 
22 Q. Well, as you sit here today, I mean, this 
23 is the kind of work that you do, right? 
24 A. Yes. Uh-huh. 

1 Q. So the term issued and out, that's not 
Page 74 

2 some foreign term to you? 
3 A. No. Ifs issued and outstanding. 
4 Q. Okay. Fair enough. 
5 A. Uh-huh. 
6 Q. And 300 million -- or 300M free trading, 
7 again, that's not a foreign concept to you, is it? 
8 A. No. No. Ifs just postulating what they 
9 would like to see the structure. 
10 a. Right. And so that 300M free trading, 
11 that refers to 300 million free trading shares, 
12 correct? 
13 A. Yes, it does. 
14 Q. Okay. 
15 MR. ROSENBURG: Objection, foundation 
16 again. 
17 You know, the question of whether she's 
18 reading it today or whether she's surmising or 
19 whether she has a recollection of reading it at 
-2tr"ffiaHima·: .. - ·-· -- --- ., ..... ·------------"" · ··- ·· · -· ··· --· .. ·--·---· 
21 BY MR. HAYES: 
22 Q. And it says " ... through a debt to equity 
23 conversion through Paradigm's debt." Do you see 
24 that? 
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A. Uh-huh. 
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Q. Is that a yes? 
A. Yes. 
Q. You understand that to mean that 

Paradigm is going to convert some debt, some of 
its debt, to equity, correct? 

A. Yes. Uh-huh. 
Q. Okay. And then "214M restricted/for 

Zenergy.11 What did you understand that to mean? 
MR. ROSENBURG: Objection, foundation. 

A. Those would be the shares issued for the 
transaction. 
BY MR. HAYES: 

Q. And that means that there would be 
214 million shares of restricted stock issued 
for Zenergy, correct? 

A. Yes. 
Q. Okay. And the 198 million or 198M free 

trading - do you know what? Strike that. 
The next line says "198M free trading for 

financing Zenergy ... 11 Do you see that? 
A. Yes. 
Q. And what did you understand that to mean? 
A. I have no idea. 

Q. All right. Let's -198M free trading, 
Page 76 

that means 198 million free trading shares? 
A. That does, yes. 
Q. And you understood that? 
A. Yes. As I read this now, yes. 
Q .. Okay. Do you think you wouldn't 

understand - you wouldn't have understood that 
at the time? 

MR. ROSENBURG: Objection, form and 
foundation. 

A. For financing Zenergy? I have no idea 
what they're talking about there. 
BY MR. HAYES: 

Q. Okay. Let's move back. My question was 
specifically as it relates to 198 million free 
trading. Today as you read that, you certainly 
understand that that refers to 198 million free 
trading shares, correct? 

A. Yes. 
·20·~,_. a:· .. Okay~ ·'ArthErtlme that-you received· ,.._ .. ,._,. 

21 
22 
23 
24 

this email and were being asked to put this deal 
together, Ms. Dalmy, you certainly understood what 
198 million free trading meant, didn't you? 

MR. ROSENBURG: Objection, form and 
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1 foundation. 
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1 
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March of 2009 trying to get an understanding of 
2 A. None of these terms or these numbers 2 what Mr. Wilding meant by 190M - lt198M free 
3 actually resulted In the documentation. So 3 trading for financing Zenergy"? 
4 this was March. I don't believe I drafted any 4 A. No. I don't recall at all. 
5 share exchange agreement until May. 5 Q. And then it says 11 

... to be held from a 
6 BY MR. HAYES: 6 nominee from Zenergy's side." Do you see that? 
7 a. Okay. But that's not my question. 7 A. Yes. 
8 My question is in March of 2009 when you 8 Q. What did Mr. Wilding mean by that? 
9 received this email and were being asked by 9 A. I-
10 Scott Wilding to put this merger deal together, 10 MR. ROSENBURG: Objection, foundation. 
11 you understood at that time when he meant by 11 A. -- have no idea. 
12 198Mfree trading? 12 BY MR. HAYES: 
13 MR. ROSENBURG: Objection. 13 Q. Did you have any understanding back In 
14 A No, I did not. 14 March of 2009 as to what Mr. Wilding may have 
15 BY MR. HAYES: 15 meant? 
16 Q. You did not? 16 A. No. 
17 A. No. 17 Q. Did you ever use the term nominees in 
18 Q. Did you think that might have been an 18 connection with your work? 
19 impediment to your ability to put this deal 19 A. Rarely. 
20 together? 20 Q. Okay. Did you ever see that in 
21 MR. ROSENBURG: Objection, form, 21 connection with the assignment of stock relating 
22 foundation again. 22 to 144 opinions that you could -
23 A No. It was pure preliminary posturing, 23 A. Rarely. 
24 pure preliminary negotiations. 24 a. Okay. But you have seen it, correct? 

Page 78 Page 80 
1 BY MR. HAYES: 1 A. On occasion, but rarely. 
2 Q. Did you at that time in March 2008 try to 2 Q. What do you understand the term nominee to 
3 get an understanding from Mr. Wilding what he 3 mean? 
4 meant by 198M free trading shares? 4 A. Basically to - for those shares to be 
5 A. I don't recall. 5 housed in a brokerage· account. 
6 Q. Okay. So that the statement 198M free 6 Q. Okay. But what does the term nominee mean 
7 trading for financing Zenergy, et cetera, as you 7 in that regard? 
8 sit here today, do you know what that means? 8 A. That the shares will be held by someone 
9 A. I don't know what he meant by that, no. 9 else other than the actual entity or person to 
10 Q. Okay. And in March of 2009 did you have 10 whom the shares were being issued to. 
11 an understanding of what he meant by that? 11 Q. Okay. And the nominee is the person in 
12 A. No. 12 whose name the shares are held at the brokerage 
13 Q. Okay. And at any time between now and 13 account, correct? 
14 then, did you attempt to gain an understanding of 14 A. Yes. 
15 what he meant? 15 Q. Okay. But in actuality the shares are 
16 A. I don't recall. I don't recall if that 16 beneficially owned by someone else; is that 
17 was an actual provision that was relevant to the 17 correct? 

· ·18 ... ··ultimate·transaction~··+don!t- - .. ,, .. N ·--~-.N ..... ,, .. . -18 ,,, . A.--Yes,.by.lhe.shareholdeLOf.J.e.cord •.. _ ............... -.~ .. 
19 Q. Well, it would be hard to know if it was 19 Q. Okay. And In connection with your 
20 relevant or not, unless you actually tried to find 20 Issuance of Rule 144 opinions, is it important 
21 out what he meant, correct? 21 for you to know whether or not an assignee of 
22 A. I don't recall. I don't recall. 22 shares is a nominee for the assignor? 
23 Q. So the answer to my question is you don't 23 A. No, because the shares are - have always 
24 recall at any point between now and back in 24 been issued directly to that assignee. 
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1 Q. Okay. So if- in connection with your 1 this case that Bob Gasich had assigned shares to 
2 work issuing Rule 144 opinions, if the assignor 2 somebody that was serving as his nominee, would 
3 assigns shares to somebody who serves as the 3 you have rule-- issued'a Rule 144 opinion letter 
4 assignor's nominee, that would be Irrelevant to 4 in connection with that assignment? 
5 you? 5 A. No -
6 MR. ROSENBURG: Objection, calls for 6 MR. ROSENBURG: Objection, form and 
7 speculation. 7 foundation. 
8 A. That hasn't occurred. 8 A. - I would not have. And those shares 
9 BY MR. HA YES: 9 were issued to those assignees as I was advised 
1 O Q. What hasn't occurred? 1 O and informed several times by Gasich that they had 
11 A. Where I see shares that are assigned to 11 performed services on behalf of Zenergy and needed 
12 an entity or a person, I always ask what do these 12 to be compensated. 
13 people do? Why are they getting shares? And it's 13 BY MR. HAYES: 
14 always for services provided to that particular 14 Q. And if it had happened where Mr. Gaslch 
15 company. 15 assigned shares to somebody that served as his 
16 So there's - I can't recall any 16 nominee -
17 circumstance where those shares were Issued to a 17 A. I would not have -
18 nominee. 18 MR .. ROSENBURG: Let him finish the 
19 BY MR. HAYES: 19 question. 
20 Q. But if you had learned facts to suggest 20 BY MR. HAYES: 
21 that the assignee of the shares was simply the 21 Q. - you would not have finished a Rule 144 
22 nominee of the assignor, that would be relevant 22 opinion? 
23 to you, correct? 23 A. No. No. 
24 MR. ROSENBURG: Objection, speculation. 24 MR. ROSENBURG: Let me finish my 

Page 82 Page 84 
1 A. Yes, It would be relevant. I would look 1 objection. 
2 into it. 2 Objection. form and foundation. 
3 BY MR. HAYES: 3 BY MR. HAYES: 
4 Q. It could affect whether or not you 4 Q. And the reason you wouldn't have issued a 
5 could properly issue a Rule 144 opinion with 5 Form 144 opinion letter in that case is because 
6 regard to - 6 the assignment wouldn't qualify or wouldn't meet 
7 A. Yes. 7 the requirements of Rule 144, correct? 
8 MR ROSENBURG: Objection. 8 MR. ROSENBURG: Objection. form and 
9 BY MR. HAYES: 9 foundation. 
10 Q. Because if the person - if the assignee 1 O A. Yes. That's correct. 
11 is serving as merely the nominee of the assignor, 11 BY MR. HAYES: 
12 there's really no distinction between the assignee 12 Q. Okay. In co.nnection with your work on the 
13 and assignor, correct? 13 Zenergy/Paradlgm merger, did you ever wonder why a 
14 MR. ROSENBURG: Objection, calls for 14 company that was In the biofuels Industry would 
15 speculation. 15 want to merge with Paradigm? 
16 A. That has never occurred in my practice. 16 A. That's quite common with reverse mergers. 
17 BY MR. HAYES: 17 Q. What is? 
18 Q. But if it had occurred, my statement is 18 A. The nature of the business operation is 

-· · ·-·· ... - ·19.-··essentially·correct?·--··'" -- -· ··- · ...... · ··-··· -~-·-·---- -···--·- .19-.notrelevanuo .the.pQteoli.aJ..m~rg_~r_~n~!~~t_e~. 
20 A. I would be concerned about that, yes. 20 If the nature of the business is similar or not, 
21 Q. And why would you be concerned? 21 It's not relevant. 
22 A. Well, because the shares are being issued 22 Many times the reverse merger transactions 
23 to that shareholder of record for consideration. 23 that I've worked on have involved entirely 
24 Q. Well, if you had learned that let's say in 24 separate industries. 
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1 Q. Might it be a red flag, though, that the 
2 merger is just a sham transaction? 
3 A. Not at all. 
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4 MR. ROSENBURG: Objection to the form and 
5 foundation. 
6 A. Not at all. 
7 BY MR. HAYES: 
8 Q. What benefit did you understand that 
9 Zenergy was getting by merging with Paradigm? 
10 MR. ROSENBURG: Objection, foundation. 
11 A. Becoming a reporting company as far 
12 as having a market to trade shares on, having a 
13 shareholder base. 
14 BY MR. HAYES: 
15 Q. So it was getting access to Paradigm's 
16 publicly traded stock? 
17 A. I wouldn't put It that way. It was 
18 getting access to a venue and to shareholders 
19 and to the opportunity to move the company 
20 forward as a public company. 
21 Q. Okay. Zenergy at the time was not a 
22 public company, correct? 
23 A. It was a private company. 
24 Q. Okay. Paradigm was a public company, 

1 correct? 
Page86 

2 A. Yes. 
3 Q. And as a result of the merger, Zenergy 
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1 he wanted to have a private company merge mto 
2 Paradigm to bring shareholder value as far as 
3 assets, potential for revenues. 
4 And this company, from what I had read and 
5 understood, had great potential. 
6 BY MR. HAYES: 
7 Q. Did you save copies of any of the 
8 press releases or public information that you 
9 read? 
1 O A. I had no involvement in those press 
11 releases. 
12 Q. That's not my question. 
13 You said you read press releases and other 
14 information about the company, correct, about 
15 Paradigm? 
16 A. After the transaction. Those press 
17 releases that you're referring to, I didn't read 
18 them then. 
19 I spoke to Gasich, Lulten maybe once or 
20 twice, went to their website, understood the 
21 general nature of their business, but thafs a 
22 business decision. That's not a legal decision. 
23 Q. All right. Maybe I might have asked a 
24 bad question. I want to clarify. 

1 
2 
3 

Page 88 
I'm talking specifically about Paradigm. 

A. Uh-huh. 

4 was now able to have its shares traded publicly, 4 
Q. Prior to the merger transaction taking 

effect, did you review any information or press 
releases that had been issued about Paradigm to 
understand its business? 

5 correct? 5 
6 A. Yes. It became Paradigm, changed Its name 6 
7 and had a market. 7 
8 Q. And what other benefit was there to 8 
9 Zenergy as a result of this merger? 9 
10 MR. ROSENBURG: Objection, foundation. 10 
11 BY MR. HAYES: 11 
12 Q. If any? 12 
13 A. Those are typically the benefits. 13 
14 Q. Okay. And what benefit was there to 14 
15 Paradigm for this merger? 15 
16 A. As Mr. Cammarata put It, the opportunity 16 
17 for the company to succeed in future business 17 

.!~ .. -~P~r~~~~ns:._ ______ ·-·--- ~- .. -... ·-· ....... _ . . .. _ _ 18 
19 Q. How? How was merging with a biofuels · · 19· 
20 company that was private going to help Paradigm 20 
21 succeed in its future business operations? 21 
22 MR. ROSENBURG: Objection, foundation. 22 
23 A. Because he was, as far as his explanation, 23 
24 was unsuccessful In marketing his products. And 24 

A. I don't recall specifically, but I had a 
general understanding of the business of Zenergy. 

Q. And how did you get that general 
understanding? 

A. I'm sure researching whatever I saw on the 
Internet-

a. Okay. 
A. - and speaking with Gasich. 
Q. Did you save any of the information? 
A. No. No. 
Q. Now, prior to the merger transaction 

taking effect, did you review any information 
aboi.ifzenergy? __ ., _____ .. ---- ·· · ····-- ··· ······· · - .. ·---~--- · 

MR. ROSENBURG: Can we go off the record 
for a second? 

MR. HAYES: Sure. 
THE VIDEOGRAPHER: Off the record at 

11:27 a.m. 
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Page 89 Page 91 
1 (Discussion held off the 1 Q. All right. Fair enough. And so except 

2 record.) 2 with respect to that document - those documents 

3 THE VIDEOGRAPHER: Back on the record at 3 that may have been destroyed in the flood, if you 

4 11:27 a.m. 4 had any - If you had saved - strike that. 

5 MR. HAYES: Thank you. 5 If you had saved research related to 

6 BY MR. HAYES: 6 Paradigm. would It have been in that doc- - box? 
7 Q. So your counsel indicated we may have been 7 A. Yes. It would have been, yes. 
8 misunderstanding each other. 8 Q. Okay. Now, with respect to Zenergy, and, 
9 A. Okay. 9 again, I'm focusing on the time frame between when 
10 Q. Before the merger transaction takes 1 O you were retained to represent Paradigm and when 
11 effect, there's two separate companies? 11 the merger between Paradigm and Zenergy actually 
12 A. Yes. 12 took place. 
13 Q. One's called Paradigm? 13 A. Uh-huh. 
14 A. Paradigm, uh-huh. 14 Q. During that period of time, did you do 
15 Q. And that's a public company. And the 15 any research to understand kind of the business of 
16 other one is called Zenergy, and that's a private 16 Zenergy? 
17 company, correct? 17 A. I don't recall, but my thoughts would have 
18 A. Yes. Correct. 18 been that's a business decision. 
19 Q. Okay. At some point in February 2009, 19 Q. Okay. So you don't recall whether you 
20 you were retained by Paradigm to provide legal 20 did any research to understand the business of 
21 services? 21 Zenergy? 
22 A. That's correct. 22 A. Between that as to the time of the merger, 
23 Q. All right. Between the time that you 23 probably right around the merger transaction being 
24 were retained by Paradigm and up until the point, 24 consummated. 

Page 90 Page 92 
1 but before, the actual merger transaction between 1 Q. All right. Did you save any of that 
2 Paradigm and Zenergy took place, did you do 2 research, If you did any? 
3 anything to research or investigate Paradigm's 3 A. I'm sure I printed it out. I do recall 
4 business? 4 having financial statements and- I don't recall 
5 A. Oh, yes. Yes. 5 what else, but I certainly researched the company. 
6 Q. Okay. And what did you do? 6 Q. All right. And if you saved any of 
7 A. I Googled and looked at press releases and 7 that research, would it have been in that box 
8 spoke with Mr. Cammarata numerous times. 8 that was -
9 a. Okay. Did you save any of the research 9 A. Yes. 
1 O for those press releases that you reviewed with 1 O Q. -- that was destroyed by the flood? 
11 respect to Paradigm? 11 A. Yes. 
12 A. I don't recall. 12 MR. HAYES: Mark this as Plaintitrs 
13 Q. If you had saved them, you would have 13 Exhibit 26, please. 
14 produced them in this case, correct? 14 {Plaintiffs Deposition Exhibit 
15 A. Not necessarily. They were In that box 15 No. 26 marked for 
16 that was destroyed in the flood in my house. 16 identification.) 
17 a. Okay. So at some point there was a 17 BY MR. HAYES: 

..... · ---··----· - ·tS-flood·in ·your-house·that-destroyed-a-Oox-of-.... ·-· ... 18-----0 •. -.. Ms •. Dalmy ,Jf you. couJcUak~. -~J9<>.k _~t . 
19 documents and other information. 19 Plaintiffs Exhibit 26 -
20 But at least with respect to a box of 20 A. Uh-huh. 
21 documents that was destroyed, that contained 21 Q. - which is a series of emails involving 
22 information pertaining to Zenergy and Paradigm? 22 Paradigm. 
23 A. Yes. That box completely included all of 23 A. Uh-huh. 
24 the transactional documents. 24 Q. And on the first page there, DAL000442, 
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1 there's an email from Dan Ryan to you and 
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2 Scott dated May - dated March 25, 2009. And the 
3 subject is "PDGT Bill.11 Do you see that? 
4 A. Uh-huh. 
5 Q. Is that a yes? 
6 A. Yes. Sorry. 
1 Q. Okay. The email from Mr. Ryan to you says 
8 "HI, Diane. Scott tells me you are angry with 
9 me." 
10 Do you recall getting this email from 
11 Mr. Ryan? 
12 A. No, I don't recall. 
13 Q. All right. In the second sentence he says 
14 "I did tell you I would arrange for you to get 
15 paid on PDGT for the merger with NS." Do you see 
16 that? 
17 A. Yes. 
18 Q. Okay; NS refers to Naturally Splendid; 
19 is that right? 
20 MR. ROSENBURG: Objection, foundation. 
21 A. I would presume. 
22. BY MR. HAYES: 
23 a. Okay. Do you recall Mr. Ryan telling you 
24 that he would arrange for you to get paid on the 

1 Paradigm merger with NS? 
Page94 

2 A. Not at all. 
3 · Q. Okay. Did you get compensated at all? 
4 Did you actually receive any compensation 
5 in connection with the Paradigm's negotiations of 
6 a merger with Naturally Splendid? 
7 A. No. I was attempting to obtain a 
8 retainer. 
9 Q. For what? 
10 A. For my engagement with - for my services 
11 for Paradigm irrespective of what company they 
12 were going to ultimately merge with. 
13 Q. Do you remember providing any services 
14 in connection with the merger negotiations with 
15 Naturally Splendid? 
16 A. No, I don't recall. 
17 Q. Do you recall sending Mr. Ryan a bill 
18 or-
19 A. No. 

1 
2 
3 
4 
5 
6 
7 
8 
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I will assume the debt and pay you." Do you know 
what debt he's referring to? 

A. My legal fees. 
Q. Okay. And so my question Is what legal 

fees did you have? 
A. I didn't. I was looking for a retainer. 
Q. When you got this email or after you got 

this email from Mr. Ryan, did you call him up and 
9 say look, you know, I don't have any legal fees? 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 

MR. ROSENBURG: Objection, foundation. 
A. I don't recall. I was looking for a 

retainer. 
I had an engagement letter, and I wanted 

a retainer for all of the work that I was doing 
and was going to do in connection with Paradigm. 
BY MR. HAYES: 

Q. Down towards the bottom of this email he 
says "I always send you clients when I can and I 
always make sure you get paid." Do you see that? 

A. Yes. 
Q. Does Mr. Ryan typically send you clients? 
A. No. As you refreshed my memory, ABV Gold 

with PharmaCom Biovet was referred by him and then 
Paradigm. I don't recall any others. 

Page96 
Q. And he says "I always make sure you get 

paid." Do you see that? 
A. Yes. 
Q. Is that true? 

5 A. I hear that statement many times from many 
6 clients. so no, it's not true. 
7 Q. Did you call up Mr. Ryan after you got 
8 this email and say anything to him? 
9 Well, first of all, you don't always make 
10 sure I get paid? 
11 MR. ROSENBURG: Objection, foundation. 
12 A. I don't recall. 
13 BY MR. HAYES: 
14 Q. Okay. And he says "I will call you 
15 tomorrow to resolve this bill." Do you see that? 
16 A. Yes. 
17 Q. Okay. Again, did you send him a bill? 
18 A. No. 
19 Q. Did you call Mr. Ryan up and ask him what 

·· ·20----·-Gl:· ---·preparing· any,billwlth· respect to·· . .. 20.,, hewas.referring,to?---·~-........ '···-~---·· ......... . 
21 your legal services provided in connection with 
22 the merger with Naturally Splendid? 
23 A. No. 
24 a. He says 11The merger did not go through but 

21 A. I don't recall.. 
22 Q. And so that was with respect - that 
23 email was with respect to the merger between 
24 Paradigm and Naturally Splendid. 

800.211.DEPO (3376) 
EsquireSolutions. com 



DIANE DISHLACOFF DALMY, ESQ. 
SEC vs. ZENERGY INTERNATIONAL 

June 10, 2014 
97-100 

1 Did you - with respect to the merger 
Page 97 

2 between Paradigm and Zenergy, did you have an 
3 agreement with respect to compensation in 

1 No. 27 marked for 
Page 99 

2 Identification.) 
3 BY MR. HAYES: 

4 connection with the legal services you were 4 Q. All right. Ms. Dalmy, please take a look 
5 going to provide on that engagement? 5 at Plaintiffs Exhibit 27, which is an email from 
6 A. I had an engagement letter, but- I had 6 Scott Wilding to you dated March 27, 2009. Do you 
7 an engagement letter. 7 see that? 
8 Q. Okay. What were the terms, as you 8 A. Yes, I do. 
9 understood it - how were you going to be paid in 9 a. Okay. And March 27, 2009, is two days 
1 O connection with - what was your understanding as 1 O after you were first informed - I'm sorry. 
11 to how you were going to be paid in connection 11 Strike that. 
12 with your work? 12 It was three days after you were first 
13 A. Cash. 13 informed by Mr. Wilding of the Zenergy/Paradigm 
14 Q. And how were you going to bill for your 14 merger. correct? 
15 services? Was it a flat fee, hourly? 15 A. Yes. That's the date. 
16 A. I believe the engagement letter provided 16 Q. Okay. And Mr. - first of all, do you 
17 for hourly, but when the engagement.letter was 17 recall receiving this email from Mr. Wilding? 
18 drafted, I didn't know the extent of my services. 18 A. No, I don't. 
19 Q. Okay. But, as you understood it, it was 19 Q. Do you have any reason to.believe that you 
20 originally you were expecting to be paid on an 20 didn't receive it from Mr. Wilding? 
21 hourly basis? 21 A. No, I don't. 
22 A. Yes. Initially my engagement was 22 Q. Diane, first of all - strike that. 
23 corporate work. 23 The ~ubject says 11Zenergy Inc., and my 
24 Q. Okay. For which you were going to be paid 24 offer to you." Do you see that? 

Page 98 Page 100 
1 on an hourly basis? 1 A. Yes. 
2 A. Yes. 2 Q. Then it says "Diane, here's some 
3 Q. Were you offered - as an alternative to 3 information on our deal. It's simple tremendous. 
4 being paid on an hourly basis with cash, were 4 My offer to you if you accept is 4M of the debt to 
5 you originally offered an opportunity to receive 5 equity shares from my end of the 34M." Do you see 
6 shares? 6 that? 
7 A. Not at all. 7 A. Yes. 
8 a. When is the first time that you recall 8 Q. And so when you got this email, is it fair 
9 being - strike that. 9 to say you understood that what he was saying 
10 At some point in time in connection with 10 there -
11 your work on the Paradigm/Zenergy merger, were you 11 A. Oh, yes. I would have, yes. 
12 offered the opportunity to receive shares? 12 Q. And what did you understand him to be 
13 A. I believe it came up early May because I 13 saying? 
14 was constantly asking for payment. 14 MR. ROSENBURG: Objection, foundation. 
15 a. And you hadn't been paid? 15 A. To accept shares in lieu of cash payment, 
16 A. No. 16 which I never do and never had done. 
17 Q. Do you recall receiving any money as 17 BY MR. HAYES: 
18 · payment for·your·legal·services-ln-connection. with·--· .-18-_Q __ Qkay .. _So_clespit~ .. w.hatY.9.~t!?~~~ _ e::1~lier, 
19 the Zenergy/Paradigm merger? 19 it's fair to say that very early on in this 
20 A. No, I don't recall receiving any money. 20 transaction Mr. Wilding offered you shares in 
21 MR. HAYES: Mark this as Plaintiffs 21 connection with the legal services that you were 
22 Exhibit 27, please. 22 going to provide for the Paradigm/Zenergy merger? 
23 23 A. I don't recall this email. I recall that 
24 (Plaintiffs Deposition Exhibit 24 nature of discussion starting in April. 
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1 Q. Okay. But despite your recollection as 
2 you look at this email, it's pretty clear that --
3 A. Yes. 
4 Q. -- early on in this transaction he's 
5 offering you 4 million shares for your work, 
6 correct? 
7 A. Yes. 
8 Q. Okay. And, in fact, ultimately you did 
9 accept 4 million dollars - 4 million shares as 

1 O part of the merger or - yes, as part of the 
11 merger between Paradigm and Zenergy? 
12 A. It - I - it ended up resulting in my 
13 acceptance at the end of the transaction when 
14 there was no cash to pay me. 
15 Q. And then he says in his email "The 
16 attachment is Zenergy's BP and below are a 
17 few press releases that will be coming out after 
18 we're public." Do you see that? 
19 A. Yes. 
20 Q. Did it surprise you at all or concern 
21 you at all that three days after he announces to 
22 you that there's going to be a merger agreement 
23 between - or they're working on a merger 
24 agreement between Paradigm and Zenergy, that 
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1 this transaction, which had a considerable amount 
2 of due diligence on the part of both parties, 
3 until, what, late - very late May. 
4 What Zenergy issued as far as press 
5 releases was irrelevant to me. It was a private 
6 company. I was not counsel. 
7 BY MR. HAYES: 
8 a. But this email is saying that these are 
9 the press releases that are going to be coming 
1 O out after we're public, right? 
11 A. I don't recall this email, and I had 
12 no role In preparation or review of any press 
13 releases. 
14 Q. So you didn't have any role In the 
15 preparation of any of the press releases? 
16 A. None whatsoever. 
17 · Q. You are absolutely certain? 
18 A. I am absolutely positive. I had no 
19 role in any of those press releases. I had 
20 no participation in drafting any of those press 
21 releases. And I probably gave little thought to 
22 these press releases that he's listing here. I 
23 don't recall this email at all. 
24 MR. HAYES: Can I see the answer to - the 
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1 there's already press releases being prepared? 1 last answer. 
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2 MR. ROSENBURG: Objection, foundation. 2 BY MR. HAYES: 
3 A. I don't recall this email. I didn't look 3 Q. So when you say you didn't have any 
4 at any of these press releases. I was not counsel 4 role whatsoever in the preparation of press 
5 to Zenergy. 5 releases, are you referring both to press releases 
6 So Zenergy was a private company. It was 6 by Zenergy and press releases by Paradigm? 
7 operational. What they did with their press 7 A. I am most definitely referring to Zenergy. 
8 releases is - was their business. 8 With regards to Paradigm I don't recall reviewing 
9 BY MR. HAYES: 9 any press releases. 
10 Q. But you were counsel to Paradigm, correct? 10 But l certainly make it a practice with my 
11 A. Yes. 11 companies that issue press releases that they send 
12 Q. Okay. And, actually, if you look at these 12 them to me, because my legal advice is that I 
13 press releases that he's referencing, the first 13 insist that every statement in a press release has 
14 one, number one there, says "Zenergy Acquires 14 support. And so I - not all of my clients do 
15 3 Miiiion Gallon Blodiesel Facility," correct? 15 that, but I do request that I review press 
16 A. Yes. 16 releases. 
17 Q. And what that really is is a reference to 

· --18--the·fact·thatParadigm,is-acquiring -Zenergy and . . 
19 would later--which is a biodiesel company, and 
20 would later change its name to Zenergy, right? 
21 A. No. 
22 MR. ROSENBURG: Objection, form and 
23 foundation. 
24 A. This is in March. We didn't consummate 

17 I don't recall reviewing any press 
.18 .. releases_oU~aradigm~s. _____ . . ____ . _. ---·-- __ ---·--
19 Q. Do you recall participating in the 
20 preparation of any Paradigm press releases? 
21 A. Not at all. No. 
22 Q. Did you participate? 
23 A No, I did not. 
24 Q. Are you sure? 
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1 A. To the best of my recollection, yes, I am 1 A. I believe so, yes. 
2 sure. 2 a. Okay. Did you contact Mr. Wilding and say 
3 MR. HA YES: Would you mark this as 3 Scott, what are you talking about? I didn't write 
4 Plaintiff's Exhibit 28. 4 anything for a news release. 
5 {Plaintiff's Deposition Exhibit 5 MR. ROSENBURG: Objection, foundation. 
6 No. 28 marked for 6 A. When I went through my hard drive, I gave 
7 identification.) 7 everything to the SEC. And I don't recall seeing 
8 BY MR. HAYES: 8 any press releases which I would have saved on my 
9 Q. Look at Plaintiff's Exhibit 28, which Is 9 hard drive. I don't recall drafting any press 
10 Bates labeled DAL 185. It's a couple of emails. 1 O release. 
11 The top one is from Scott Wilding to you dated 11 Possibly I might have offered advice on a 
12 4/19/2009. Do you see that? 12 press release, but I don't recall seeing this. 
13 A. Yes. 13 And if I had, I certainly would have had revisions 
14 Q. And the subject line is PDGT news. 14 to this. I don't recall this at all. 
15 "PDGT news ... add this into what" - and It 15 BY MR. HAYES: 
16 says "Dinae," D-i-n-a-e, "wrote? Something like 16 a. Okay. Do you recall making any-you 
17 this." · 17 obviously got this email from Scott Wilding -
18 A. Yes. 18 A. Yes. 
19 Q. Okay. Do you understand that reference 19 a. - on 4/19/2009, correct? 
20 to Dinae, D-i-n-a-e, is really just a reference to 20 A. Yes. 
21 you, Diane, and he transposed the A and N? 21 Q. Okay. Did you in response to his email 
22 MR. ROSENBURG: Objection, foundation. 22 sending this to you, did you make revisions to 
23 A. Yes. 23 this? 
24 BY MR. HAYES: 24 MR. ROSENBURG: Objection, form and 

Page 106 
1 Q. Okay. So then If you look below that 1 foundation. 
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2 is an email from Scott Wilding to somebody at the 2 A. I don't recall this email. 
3 email address . Do you see 3 BY MR. HAYES: 
4 that? 4 Q. I mean, an email saying that you 
5 A. Yes. 5 prepared something for a press release that you 
6 Q. And that , that's 6 didn't - say you didn't prepare, doesn't that 
7 Robert Gasich's email, correct? 7 seem like something that would stand out to you? 
8 A. Yes. 8 MR. ROSENBURG: Objection, form and 
9 Q. And, again, the subject line is 9 foundation and mischaracterizes what the email 
1 O "PDGT news ... add this into what Diane wrote? 1 O says. 
11 Something like this." 11 A. I don't - I don't recall preparing any 
12 And then it's a reference basically 12 press release whatsoever for Paradigm. It is 
13 to a change in ownership by Paradigm relating to 13 inaccurate, as far as I'm concerned, as to what is 
14 the possible merger with Zenergy, correct? 14 in his subject line. 
15 A. Yes. 15 At a minimum I might have sent an email 
16 Q. All right. So in this email Mr. Wilding 16 generally talking about a press release. I don't 
17 is saying that you wrote something in connection 17 recall. I don't recall this press release, nor 
18 . with this news release. Do you see that? 18 do I recall this email. · ·19 .. · · ......... Mfi:·RasENsu'RG:o6r;ciTon~ formiin<r-~ .. 19- Bv MR.-HAYEs: .... ~--~--" ............. . 
20 foundation. 20 Q. Did you prepare a letter of intent or 
21 A. I see that In the subject line. 21 memorandum of understanding in connection with 
22 BY MR. HAYES: 22 the Zenergy/Paradigm merger? 
23 Q. And is - are you saying that's 23 A. I don't recall. 
24 inaccurate? 24 Q. So it's possible that you did and you just 
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1 Q. And that something In this email is 2,000"? 
2 A. Many times I will prepare MOUs or 2 A. Is 2,000, yes. 
3 letters of intent, but I don't recall for this 3 Q. Do you recall whether you actually 
4 transaction. 4 received this $2,000? 

5 A. I don't recall. I don't believe so. 5 Q. Did Mr. Wilding or Ryan or anybody else 
6 send you cash for a retainer in connection with 
7 the - your legal work for Paradigm? 

6 Q. Do you recall whether you received any 

8 A. No. I don't recall receiving any 
9 retainer. 
10 MR. HAYES: Would you mark this as 
11 Plaintiffs Exhibit 29, please. Thank you. 
12 (Plaintiffs Deposition Exhibit 
13 No. 29 marked for 
14 identification.) 
15 BY MR. HAYES: 
16 Q. Ms. Dalmy, Exhibit 29 is an email from 
17 Scott Wilding to Dan Ryan and cc-Ing you dated 
18 March 28, 2009. 

7 money for a retainer? 
8 A. No. I don't recall that I received any 
9 money for a retainer. 
10 MR. HA YES: Mark this as Plaintiffs 
11 Exhibit 30, please. 
12 (Plaintiffs Deposition Exhibit 
13 No. 30 marked for 
14 identification.) 
15 BYMR. HAYES: 
16 Q. Ms. Dalmy, if you take a look at 
17 Plaintiffs Exhibit 30, it's a series of emails 
18 involving you and Mr. Wilding. 

19 And then below that Is an email from 19 And on the first page there, DAL376, the 
20 you to Dan Ryan and Scott Wilding dated March 18, 
21 2009. Do you see that? 

20 second email on the page is an email from you to 
21 Mr. Wilding dated May 28, 2009, at 11 :50 a.m. And 

22 A. Yes. 
23 
24 

Q. Okay. The email below or the email 
from you to Mr. Ryan dated March 18, 2009, 

22 the subject line is •poGT/Zenergy; do you see 
23 that? 
24 A. Yes. 

Page 110 
1 says "Dan - hope all is well. With regards to 1 
2 a telephone con-versation I just had with Scott, 2 
3 he asked that I send you an email reminding you 3 
4 re retainer of $2,000 for legal fees associated 4 
5 with" PT- "PTDG.11 Do you see that? 5 
6 A. Yes. 6 
7 Q. And then you provide the wiring 7 

Q. And it says Scott - and this is you 
writing. "Scott - I will start working on it. 
Let me ask you this - I know that I received a 

Page 112 

$1500 retainer (which was used up a LONG time ago 
regarding share exchange agreement, Delaware SOS, 
amendment to articles, et cetera.)" Do you see 
that? 

8 instructions for your bank. 8 A. Yes. 
9 And then above that Mr. Wilding on 9 Q. Okay. Does that refresh your recollection 
10 March 28th sends an email to Mr. Ryan "Hi, Dan. 10 that you did, in fact, receive a $1500 retainer 
11 Please take care of this for Diane on Monday so 11 In connection with the legal services you were 
12 we can move forward.n Do you see that? 12 providing to Paradigm? 
13 A. Yes. 13 A. I don't recall receiving that retainer, 
14 Q. Okay. Did you have an understanding 14 but based on this email, It Is confirming that 
15 with Mr. Ryan and/or Mr. Wilding that you were to 15 I did receive some payment. 
16 receive a retainer of $2,000 for legal services 16 Q. Okay. And then above, excuse me, it looks 
17 provided to Paradigm? 17 like you're asking for more legal fees - I'm 
18 A. I was actually asking for a retainer of 18 sorry. Let me strike that. 
19---101000 .. _ -- . __ _ _____ ,. ____ ... , ___ .,,, __ ·- W. .Below that is an email from Mr. Wilding to 
20 Q. Okay. But your email here says 2,000, 20 you ~a~ii~r-1-n-the day on Ma}as-;2oo9,-in which __ _ 
21 correct? 21 he says "Dear Diane, All the assignments will be 
22 A. I don't recall receiving 2,000. I don't 22 signed and faxed back today. Knowing that you're 
23 recall this email, but it appears that I was 23 leaving soon, could you please let us know when 
24 trying to get something. 24 you will send the TA all of the paperwork and your 
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1 legal opinion to allow them to DWAC," D-W-A-C, 
2 11the said shares after the reverse split. What's 
3 the time frame on this process?11 Do you see that? 
4 A. Yes, I do. 
5 Q. Now, is that email to you from 
6 Mr. Wilding in reference to the Rule 144 
7 legal opinion that you were going to be providing 
8 in connection with the assignment of the shares 
9 following the merger? 
10 MR. ROSENBURG: Objection, foundation. 
11 A. Yes. it is. 
12 BY MR. HAYES: 
13 Q. Okay. Ands~ your next email, your 
14 response to Mr. Wilding is that look, I've already 
15 received a retainer of$1500, which was used a 
16 long time ago, right? 
17 A. Apparently I did receive - which I don't 
18 recall -- a very small portion of a payment, yes. 
19 Q. Okay. And now you're asking in that 
20 email for whether you're going to get paid more 
21 money for providing these opinion letters? 
22 A. Well, more money in terms of my overall 
23 fee, which was around 30 to 35,000, that they 
24 owed me. 
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1 A. According to this email, yes. I probably 
2 came to the realization by May 28th that all of 
3 the services that I had been providing were going 
4 to go uncompensated. 
5 Q. So. by May 28th - certainly by May 28, 
6 2009, you know that as part of this merger 
7 Paradigm transaction and the work that you're 
8 providing on it, you're going to receive 4 million 
9 shares from this transaction? 
10 A. That was how I was going to get paid. And 
11 they knew that I was not happy with that. 
12 Q. And then up above that in response to 
13 your email, Mr. Wilding is offering to wire you 
14 $1,000 to compensate you for providing the opinion 
15 letters, correct? 
16 A. No. I don't recall that. I don't recall 
17 if I ever received that wire. but it would have 
18 been payment towards the huge amount of legal fees 
19 that had accrued. 
20 Q. Okay. But you don't say that In your 
21 email. 
22 What your email says is should I ask 
23 Dan for additional fees to cover the opinion 
24 letters, correct? 

1 And if this is dated May 28th, I was 
Page 114 Page 116 

1 A. Meaning were the shareholders - or the 
2 coming to the realization that I was never going 
3 to get paid and very upset about that. 
4 Q. But in your email you say "But should I 
5 ask Dan for additional fee to cover the opinion 
6 letters?" Do you see that? 
7 A. Uh-huh. 
8 Q. Is that a yes? 
9 A. Yes, it is. 
1 O Q. And so what you're asking there Is - what 
11 you're saying to Mr. Wiiding Is that look, if 
12 you want me to provide these opinion letters In 
13 connection with the assignment of shares following 
14 the merger, I'd like to get paid for that, 
15 correct? 
16 A. Yes. And I wasn't certain who was going 
17 to be paying for those opinions. 

2 assignees going to pay for these opinion letters. 
3 I didn't know who to bill for the opinion letters. 
4 Q. Right. So he responds and says "I left 
5 you 2 voice mails on each of your numbers. Dan is 
6 wiring me 5,000 today to take care of some bills 
7 of mine. I can wire you 1,000 tomorrow, is this 
8 okay? n 

9 A. Well, I said then "I am really out on 
10 legal fees on this." 
11 He was quite aware of the amount of 
12 legal fees that had accrued. And so any small 
13 amount of 1 ,000 was going to go towards, if he 
14 did wire that, going to go towards payment of this 
15 large balance due and owing. 
16 a. In any event, in response to your email, 
17 he's offering to pay you $1,000? 

1a~·--.. Q: --·-Right·~And--so-at·thls· polnt,~though 1 ·- ... ·- · 

19 however, you had received $1500? 
- ·· 48·--Ar-·l·was-always.asking~for.payment,.so.yes, 

19 he was offering that. 
20 A. Apparently so. I acknowledge that in this 
21 email. I don't recall that. 
22 Q. And you knew at this point In time on 
23 May 28th that you were also going to be receiving 
24 the 4 million shares, correct? 

~ESQQU~.~ 

20 Q. Okay. And he says in his email 
21 nwe're almost there and wouldn't want any delays, 
22 especially now. We're golden once the shares hit 
23 our accounts, payday Is right around the comer." 
24 Do you see that? 
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2 Q. Okay. And so what he's referring to 
3 there, as you understood it, was that the merger 
4 deal is almost complete? 
5 A. Uh-huh. 
6 Q. Once it's completed you and I are going to 
7 be getting shares as a result of the merger, and 
8 we're going to make money as a result of that, 
9 correct? 
10 MR. ROSENBURG: Objection, foundation. 
11 A. Typically, no, because -
12 BY MR. HAYES: 
13 a. My question is not typically. 
14 A. Okay. No. 
15 Q. That's not what you understood him to 
16 mean? 
17 A. No. 
18 a. Okay. When he says "we're golden once the 
19 shares hit our account, payday is right around the 
20 comer,n what did you understand that to mean? 
21 A. False promises. 
22 MR. ROSENBURG: Objection, foundation. 
23 A. False promises. I have never accepted 
24 shares before, and I figured I would be papering 

1 that certificate to the wall. 
Page 118 

2 BY MR. HAYES: 
3 Q. Okay. But you've at this point by 
4 May 28th had already agreed to accept shares? 
5 A. I had no alternative. 
6 Q. Okay. 
7 A. There was no money. 
8 Q. But you did agree to it? 
9 A. Yes. I was furious. And that's why these 
10 little small incremental amounts, anything I could 
11 get. 
12 I had accrued fees of at least $35,000. 
13 And I - that's why he says we 11 

... wouldn't want 
14 any delays, especially now.11 He knew I was 
15 furious. 
16 Q. All right. So when he says to you 
17 1We're golden once the shares hit our accounts, 
18 payday is right around the corner," what did you 
19 understand him to be telling you? 
·2cf" ···---r\int-Ff dsENBORG·: · ·obJeetiori, .. fciffnoauo11: · 

21 A. Pure hype. 
22 BY MR. HAYES: 
23 Q. Okay. 
24 A. And I was upset. 
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Q. What was the type that he was telling you 
Whether you believed it to be true or not, 

what did you understand him to be telling you? 
MR. ROSENBURG: Objection; foundation. 

A. That supposedly I would be able to 
compensate myself from these shares, which I 
thought was not true. 
BY MR. HAYES: 

a. Okay. Because supposedly after the 
merger, the share price would increase? 

MR. ROSENBURG: Objection, form and 
foundation. 

A. 1 had no knowledge of that. 
BY MR. HAYES: 

Q. Okay. 
A. I had never accepted shares before for 

that very reason, because all of my clients think 
their companies are going to be the home run. I 
put no faith in what he said in this statement 

Q. Whether or not you put faith in it, you 
understood what he was saying to you was that once 
we get shares, we're going to be able to make 
money off of these shares? 

MR. ROSENBURG: Objection, foundation. 

Page 120 
She hasn't testified she had any understanding. 

A. I don't know what he meant by that. It's 
hype to me. It's a false promise to me. It's 
trying to entice me to take shares instead of the 
cash, the legal fees that I wanted to be paid. 
BY MR. HAYES: 

Q. And what did you - as part of that false 
promise, what did you understand him to be saying 
as to - he was trying to convince you It take 
shares. 

A. Right. 
a. Which you had already done. 

What was the benefit to you of taking 
shares? 

MR. ROSENBURG: Objection. 
BY MR. HAYES: 

a. What did you understand him to be 
conveying to you as the benefit of taking shares? 

MR. ROSENBURG: Objection, form and 
20 '"foundation: There•s·1ots·ofquestions there;---·~- ... · 
21 
22 
23 
24 

A. I saw no benefit to taking shares. 
BY MR. HAYES: 

Q. I'm not asking what you saw. 
What did you understand him to be telling 

800.211.DEPO (3376) 
EsquireSolutions.com 



DIANE DISHLACOFF DALMY, ESQ. 
SEC vs. ZENERGY INTERNATIONAL 

June 10, 2014 
121-124 

Page 123 Page 121 
1 you was the benefit? 1 A. I don't know. 

2 Q. Do you recall whether you ever received a 2 MR. ROSENBURG: Once again, objection, 
3 
4 
5 
6 
7 
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foundation. 
A. That there would be a benefit, but... 

BY MR. HAYES: 
Q. What was that benefit? 
A. To be able to sell these shares and 

compensate myself. 
a. Do you recall if Mr. Wilding ever sent you 

the $1,000? 
A. No. I don't recall that he did send that 

tome. 
Q. Do you recall receiving it or being - by 

wire transfer? 
A. I don't recall at all. 
Q. Do you recall whether you received it 

through Western Union? 
A. I don't recall receiving any payment. 
Q. Okay. Do you recall ever receiving 

payment from Mr. Wilding via Western Union? 
A. No. Uh-uh. 

MR. HAYES: Would you mark this as 
Plaintiff's Exhibit 31, please. 

(Plaintitrs Deposition Exhibit 

3 signed copy of this engagement letter back from 
4 either Mr. Gasich or Mr. Cammarata? 
5 A. No, I don't recall. 
6 Q. And does this letter set forth the 
7 initial terms, as you understood them, of your 
8 engagement by Paradigm to provide legal services 
9 in connection with the Paradigm/Zenergy merger? 
1 O A. Generally. I had already been providing 
11 services since February. 
12 And I'm not sure at the time I was 
13 drafting this that I knew of the extent or - of 
14 my legal services or that it would --yes, I 
15 probably did, as far as a reverse merger. 
16 Q. You certainly knew by April 1, 2009 -
17 A. Yes. Yes. 
18 a. - that Zenergy and Paradigm were 
19 negotiating a merger, correct? 
20 A. Yes. 
21 MR. HAYES: Mark this as Plaintiff's 
22 Exhibit 31 - or 32, please. 
23 
24 (Plaintiff's Deposition Exhibit 

Page 122 Page 124 
No. 31 marked for 1 No. 32 marked for 
identification.) 2 identification.) 

(Discussion held off the 3 BY MR. HAYES: 
record.) 4 a. Ms. Dalmy, if you take a look at 

BY MR. HAYES: 5 Plaintiffs Exhibit 32, it's an email from 
Q. Ms. Dalmy, if you could take a look at 6 Mr. Wilding to you dated 4/1/2009. And It's got a 

what's been marked Plaintitrs Exhibit 31, and let 7 Bates label on It DAL223. Do you see that? 
me know if you recognize it. 8 A. Yes. 

A. Yes, I do. 9 a. Okay. Do you recall this email? 
a. Okay. What is Plaintiffs Exhibit 31? 10 A. No, I don't recall this email. 
A. It's my initial engagement letter. 11 Q. Do you have any reason to believe you 
Q. And it's addressed -- it's dated April 1, 12 didn't receive it? 

2009, correct? 13 A No. 
A. Correct. 14 a. The top - the first line of the email 
Q. And it's addressed to Mr. Robert Gasich, 15 states "Next drafting that settlement agreement 

president, chief executive officer, Paradigm 16 between Dan Orordan and company and issuance of 
Tactical Products, Inc. Do you see that? 17 shares. Do we have the terms finalized?" 

A. Yes. And that's an error. 18 And then below that it says "Diane, 
··a:"'"Wf\atis"an~error? ·-~--·-· ·"· · · · · · ···· .. ~··~~----.. ·-···"- ~11r-aiari'tweni>nhrsrTRis1ntredeonharwEf ".. ·· 

A. Mr. Robert Gasich. It should have been 20 cannot use/convert. We're using Zenergy's debt to 
Mr. Vincent Cammarata. 21 · convert." 

Q. Okay. Why did you -- why do you think 22 Do you see that? 
you made the error and addressed it to 23 A. Yes, I do. 
Mr. Robert Gasich? 24 Q. Okay. When Mr. Wilding wrote "Next 
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1 drafting that settlement agreement between 
Page 125 

1 settlement agreements, that's part of it. 
Page 127 

2 Dan Orordan and company and issuance of shares," 2 So as far as any discussions with 
3 what was he referring to? 3 regards to conversion of debt, my two points were 
4 MR. ROSENBURG: Objection, foundation. 4 that absolutely the debts evidenced on financial 
5 She said she doesn't recall this. 5 statements and its nonaffiliate debt 
6 A. I do recall drafting settlement agreements 6 So I have no idea what he's referring to 
7 that I worked with Mr. Cammarata because Paradigm 7 In this email, because I drafted probably two to 
8 owed moneys to certain people, I believe this 8 three, as I recall, settlement agreements at the 
9 Dan, whoever he is, Orordan was one of them. 9 request of Mr. Cammarata with respect to creditors 
10 And there were .:.. this was part of some 10 of Paradigm, and those would have been for 
11 of the legal services I provided was drafting 11 restricted stock. 
12 settlement agreements that I gave to 12 Q. Okay. My question was a little bit 
13 Mr. Cammarata. 13 different. 
14 BY MR. HAYES: 14 My question was to your knowledge at any 
15 Q. Between - settlement agreements between 15 point in time were the parties considering using 
16 Paradigm and people like Dan Omrdan? 16 Paradigm's debt to convert to free trading shares 
17 A. Yes. 17 in connection with the Zenergy/Paradlgm merger? 
18 Q. Okay. Was Dan Orordan a shareholder in 18 A. I don't know. My discussion with them 
19 Paradigm? 19 was those two points with regards to convertible 
20 A. I don't know. It was going - it was a 20 debt. 
21 settlement agreement between Dan and Paradigm with 21 Q. Okay. And so your answer to my question 
22 regards to either services that he rendered that 22 is you don't know whether at any time they were 
23 went uncompensated or moneys that he loaned. I 23 considering using Paradigm debt to convert to 
24 don't recall. 24 free trading shares? 

1 Q. All right. And then it says below that it 
Page 126 

1 A. I don't know what debt they were 
Page 128 

2 says "Diane, didn't we nix this? This is the debt 2 considering. I merely set forth the two factors 
3 we cannot use/convert. We're using Zenergy's debt 3 that I believed were critical. 
4 to convert." 4 Q. So when Mr. Wilding writes to you 
5 What did he mean by that? 5 "This is the debt that we cannot use/convert. 
6 MR. ROSENBURG: Objection, foundation. 6 We're using Zenergy's debt to convert," you have 
7 A. I don't know, because Scott was not 7 no idea what he's talking about? 
8 involved in these settlement agreements, and 8 A. No, I did not. 
9 this doesn't even make sense. 9 Q. Okay. 
10 BY MR. HAYES: 10 A. And I don't now. 
11 Q. Was there a point in time, to your 11 Q. As you sit here today, you doni know what 
12 knowledge, that the parties were considering 12 that means? 
13 using Paradigm debt to convert to free trading 13 A. No, I don't. 
14 shares? 14 Q. As you sit here today, do you have an 
15 A. When I had initial discussions with 15 understanding one way or the other whether at some 
16 Scott and Mr. Cammarata, these discussions focused 16 point in time during this merger negotiation the 
17 on the overall strategy and structure as far as a 17 parties were considering using Paradigm debt to 

-· - -'~'V .. vp>v, ,c ,_,,,,_, ~' .. - '18--·share·exchange,agreement;basically· perhaps, a , 18 convert. to. free.trading_shares? .. _ .. --·~----·~- ~---,-·,,·----
19 stock purchase agreement, the overall structure of 19 A. I know they were looking for aged debt in 
20 the traction, which also then included convertible 20 order to compensate individuals who had provided 
21 debt. 21 services to Zenergy. 
22 Many times a convertible debt is a 22 Whose debt, what company's debt I don't 
23 feature of these transactions, such as a reverse 23 know what they were considering. That was part of 
24 stock split also. On finalizing liabilities. 24 their discussions that I didn't necessarily 
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1 participate in. 
2 Q. You understood they were looking for 
3 aged debt? 
4 A. Yes. 

Page 129 

5 Q. But you didn't have an understanding as 
6 to where they were looking? 
7 A. Right. And I understood because thafs a 
8 common aspect of small developmental companies in 
9 order to compensate people who have provided 
10 services. 
11 And my point was that, again, it Is 
12 nonaffiliate debt, and it is aged debt and 
13 evidenced on financial statements. That was 
14 a very big criteria of mine. Important. 
15 MR. HAYES: Could you mark this as 
16 Plaintiffs Exhibit 33. 
17 (Plaintiffs Deposition Exhibit 
18 No. 33 marked for 
19 Identification.) 
20 BY MR. HA YES: 
21 Q. Ms. Dalmy, if you take a look at 
22 Plaintiffs Exhibit 33, it's an email from 
23 Scott Wilding to you dated April 10, 2009. It's 
24 got a Bates label of DAL408. Do you see that? 
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1 
Page 131 

And I recall having this discussion with 
2 him explaining to him that yes, you can do that, 
3 explaining to him that It's important as far as 
4 being the CEO and president that he has control as 
5 far as over this company with regards to 
6 shareholder approval. 
7 So we talked about the issuance of shares 
8 to himself as compensation for the past year and a 
9 half, 2 years of all of this time that he had put 
10 into the company uncompensated. 
11 And I told him that he had a fiduciary 
12 duty with regards to issuance of these shares, 
13 that he had a fiduciary duty with respect to 
14 maximizing the highest per-share price for 
15 issuance, and that he had a potential conflict of 
16 interest because he was a sole member of the board 
17 of directors. 
18 And, therefore, I felt it necessary that 
19 in his board resolution, I believe I provided him 
20 with a draft that he also include whereas clauses 
21 explaining the value of his services, the monetary 
22 value that he ascertained, and the issuance of 
23 these shares. 
24 BY MR. HAYES: 

Page 130 Page 132 
1 A. Yes, I do. 1 Q. How long had Mr. Cammarata gone unpaid? 
2 Q. All right. The subject line of the 2 A. My understanding from Mr. Cammarata was at 
3 email - and there's really nothing else to it, 3 least a year and a half to 2 years. 
4 but the subject line says "control block is on its 4 Q. And what was your understanding as to why 
5 way via fed-x to Vinny right now." Do you see 5 he hadn't been paid? 
6 that? 6 A. There was no money. 
7 A. Yes, I do. 7 Q. Did that -
8 Q. Do you understand that the reference to 8 A. Several of my clients their officers and 
9 Vinny is to Vinny Cammarata? 9 directors work uncompensated. They're small 
10 A. Yes. 10 developmental companies. 
11 MR. ROSENBURG: Objection, foundation. 11 Q. Okay. Do you, again, do you have any 
12 BY MR. HAYES: 12 understanding as to-it's now 2009. Do you 
13 Q. Okay. What did you understand Mr. Wilding 13 understand- have any understanding as to how 
14 to mean to you when he says "control block Is on 14 long this company had been in existence? 
15 Its way via fed-x to Vinny right now"? 15 A. I don't re- -yes, I did then. I don't 
16 MR. ROSENBURG: Objection, foundation. 16 recall now. 
17 A. During March there were discussions 17 Q. Okay. And did it concern you at all that 
18 between Mr. Cammarata and myself regarding all 18 the company had been in existence for at least a 
19 of the time and services and effort that he had 19 year and a half, but didn't have the cash to pay 

'" ~~· .. ,~. ~ --~.. ·20-~·pUfffifO .. tliiS compansras·cEo-arrd-p·resldet1rand---· 20"'-lts--;;=-or~compensate-its--eEE»and president?-~ · ~ · · 

21 director, and it was uncompensated. 21 A. No. That's very typical. 
22 So he asked how he could get compensated, 22 Q. That didn't concern you -- did that factor 
23 if he could get compensated by Issuance of 23 Into your consideration as to whether this company 
24 shares. 24 might be a shell? 

0ESQJ!.U~-.~ 800.211.DEPO (3376) 
EsquireSo/utions.com 



DIANE DISHLACOFF DALMY, ESQ. 
SEC vs. ZENERGY INTERNATIONAL 

1 A. No, not at all. 
Page 133 

2 a. Not at all? 
3 A. Well, I shouldn't say not at all. Yes, 
4 but as far as my analysis with respect to the 
5 company and using footnote 172 and looking at a 
6 number of my public company clients, a lot of 
7 them, they're struggling. 
8 They're - they've got great business 
9 ideas, great business products, business plans. 
1 O They're in the small developmental stages. They 
11 are the backbone of the American economy. They're 
12 working hard. And they're infusing their time, 
13 their energy 1 their own money into these companies 
14 uncompensated. That's quite normal. 
15 Q. Did - how much In sales did Paradigm have 
16 at this time? 
17 A. I don't recall an actual figure. I do 
18 recall there were some sales, and the research I 
19 had done on some of - on the Internet there were 
20 press releases about sales and the potential of 
21 sales certainly indicating that this company 
22 had - was in operations, full operations, and had 
23 the ability at some point in time to generate 
24 revenues. 

1 a. 
Page 134 

How long had it been since the company 
2 generated any significant revenue? 
3 A. I don't recall that now. 
4 a. Do you recall what assets the company had? 
5 A. They had inventory, no cash. 
6 Q. How much in inventory? 
7 A. I don't recall. 
8 (Discussion held off the 
9 record.) 
10 BY MR. HAYES: 
11 Q. What's your definiUon of a developmental 
12 company? 
13 A. A developmental company is a company that 
14 is - has nominal assets, but has operations. has 
15 contracts, has office space, whether It's 
16 somebody's home or whether it's leased office 
17 space, has operations and is engaging In 
1s-· ·operatlonS"as·faras·whatever those· business ... 

19 operations are. 
20 a. Is there a time limit? How long can a 
21 company be operating as a developmental company 
22 before you would get concerned that it's merely a 
23 shell? 
24 A. I'd say for quite awhile, so long as there 
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Is operational activity. 
Page 135 

a. Okay. And what did you do, other than 
review press releases and stuff on the Internet, 
to confirm that Paradigm was engaged in 
substantive operational activity? 

A. I spoke at great length with Mr. Cammarata 
regarding that. And considering that that was his 
sole source of work and employment, it certainly 
made sense to me that it was not a shell, 
that this is what he had been engaging in over 
the past year and a half, 2 years, and, again, 
the press releases that were out there with 
regards to Paradigm itself. 

Q. And you don't have any of those press 
releases because they were destroyed in the flood? 

A. Right. Yeah. 
MR. HAYES: Should we take a break? We 

should probably take a break. The tape is about 
to run out, so why don't we take a lunch break. 

THE VIDEOGRAPHER: We're off the record at 
12:31 p.m. 

(Lunch recess taken from 
12:31 p.m. to 1:26 p.m.) 

THE VIDEOGRAPHER: Back on the record with 

tape number three at 1 :26 p.m. 
Page 136 

BY MR. HAYES: 
Q. Ms. Dal my, before we continue on with 

Paradigm, I wanted to see if I can get a little 
more information about how to contact Mike Lamb. 
He's that computer technician that we referred to 
earlier, right? 

A. I have his business card in my office. 
Q. Do you? 
A. Uh-huh. 
Q. Could you forward to me or have your 

attorney forward to me his contact information 
with his business card? 

A. Sure. Yes. 
a. And he said he's in Denver? 
A. Actually, I might have his number on my 

cell. 
Q ... That would. be.greaL __ ..... ·-··--·--···-- ,. ... 
A. 
Q. 
A. 
Q. 
A. 
Q. 

Okay. Yes, he's in Denver. I do. 
Okay. And what is his phone number? 

 
And is that his cell phone number? 
Yes. It's the only number he has. 
Okay. All right. And if you could 
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1 still provide to your lawyer his contact 
Page 137 

2 information so they could send it on to me, 
3 that would be great. 
4 A. The same telephone number? 

1 
2 
3 
4 

Q. Robert Gasich? 
A. No. 
Q. Vincent Cammarata? 
A. No. 

Page 139 

5 a. Yes. Whatever card - you said you've got 5 
6 his card in your office? 6 

Q. Dan Ryan? 
A. No. 

7 A. I think so. Usually when I need to 
8 contact him it's -
9 Q. I understand. 
10 A. Yeah. 
11 a. I'm looking for a business address, if you 
12 have it. 
13 A. Okay. I'll get that for you. 
14 Q. Thank you. 
15 MR. HAYES: Could you mark this as 
16 Plaintiff's Exhibit 34. 

(Plaintiffs Deposition Exhibit 
No. 34 marked for 
identification.) 

BY MR. HAYES: 

7 
8 
9 
10 

Q. Dale Baeten? 
A. No. I don't -
0. Okay. 
A. I think he's one of the shareholders I 

11 wrote an opinion letter for. No. 
12 
13 
14 
15 
16 

Q. George Bowker? 
A. Never heard of him. 
Q. Charles Bennett? 
A. No. 
Q. With respect to any of the people that 

17 you wrote a Rule 144 opinion letter concerning the 
18 Zenergy/Paradigm merger, did you personally meet 
19 any of those people? 
20 A. No. 

17 
18 
19 
20 
21 
22 
23 
24 

a. Ms. Dalmy, if you could take a look at 
Plaintiff's Exhibit 34. It's a couple-page email, 
I believe~ 

21 Q. In this email Mr. Wilding writes "Now we 
22 the share exchange agreement and a PR. .. " Do you 
23 see that PR? 

All right. That second page is kind of 24 A. Yes. 

Page 138 Page 140 
1 blank. So it's really a one-page email Bates 1 Q. Does that refer to a press release? 
2 labeled DAL 194. And it's - the top, the email 2 MR. ROSENBURG: Objection. foundation. 
3 on the top, is from Scott Wilding to you dated 3 A. It appears so. 
4 4/13/2009. Do you see .that? 4 BY MR. HAYES: 
5 A. Yes, I do. 5 Q. It says 11Bob is working on one with what 
6 Q. Okay. Do you recall getting this email 6 you sent us.11 Do you see that? 
7 from Mr. Wilding? 7 A. Yes. 
8 A. No, I don't 8 Q. Did you send Bob Gasich a draft of a 
9 Q. Okay. And the subject is "New Stock 9 press release? 
10 Distribution Spreadsheet" 1 O A. I don't recall that at all. 
11 And he says "Diane, here's the final share 11 Q. Okay. Does your reading of this email 
12 breakdown. All parties have agreed. Now we the 12 suggest that you did? 
13 share the exchange agreement and a PR, Bob is 13 MR. ROSENBURG: Objection, foundation and 
14 working on one with what you sent us. See ya all 14 form. 
15 tomorrow." Do you see that? 15 A. It does, but I don't recall ever drafting 
16 A. Yes. 16 one, nor did I have anything on my hard drive. 
17 Q. Okay. Do you recall about this time 17 BY MR. HA YES: 

, ~~~.-~ ~--~~.~-- · -· · ·1 a---·~ havingy a~meeting ·with··Mr.--Wilding··and WMr .~- Gasich -~-..-- ~18-M--~Q~---Okay •. --· -·-- -· ... ·v·~~.- --- "--·· ----~ .. ~~· •. 

19 or any others, an in-person meeting? 19 A. So I don't know. 
20 A. No. I never met anyone. 20 MR. HAYES: Mark this as Plaintiffs 
21 Q. Okay. So in connection with your work on 21 Exhibit 35, please. 
22 the Zenergy/Paradlgm merger, you never personally 22 
23 met Scott Wilding? 23 
24 A. No. 24 (Plaintiffs Deposition Exhibit 
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1 No. 35 marked for 
2 identification.) 
3 BY MR. HAYES: 

Page 141 

4 Q. Ms. Dalmy, if you could take a look at 
5 what's been marked as Plaintiffs Exhibit 35. 
6 It's a one-page document Bates labeled DAL402. 
7 Actually, it's a two-page document 
8 lt,s a series of emails. The one at the 
9 top is from Scott Wilding to you dated April 13, 
10 2009. Do you see that? 
11 A. Yes. 
12 Q. Okay. And then the one below that is 
13 from you to Scott Wilding, again, with the same 
14 date, April 13, 2009, at 10:20 a.m. Do you see 
15 that? 
16 A. Yes. 
17 Q. And then the one at the bottom, the first 
18 one there at the bottom, is from Scott Wilding to 
19 you dated April 12, 2009, at 10:54 p.m. Do you 
20 see that? 
21 A. Yes. 
22 a. And the subject to that email is 4 million 
23 - "4M shares I promised." 
24 Scott Wilding writes "Hi Diane, it 
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1 don't get paid? 
2 A. Absolutely. I have bills to pay. I 
3 don't - yeah, I have never taken shares. I 
4 didn't want to take shares. It was the last 
5 resort to get compensation for 4 months of 
6 hard work. 

Page 143 

7 Q. Are you aware of any document anywhere 
8 where you specify in writing that you're only 
9 going to accept $4 million - 4 million shares if 
10 you don't get paid? 
11 A. Say - tell me that again. 
12 Q. Is there any document that you're aware 
13 of where you convey in writing that the only way 
14 you're going to accept the 4 million shares is if 
15 you don't get paid in cash? 
16 A. Possibly, but I think it's certainly 
17 implied from these prior emails that I am not 
18 happy with the fact that I haven't been paid in 
19 cash. 
20 Q. So I guess to answer my question Is is 
21 your answer no, I'm not aware of any documents -
22 A. I could have easily have written such an 
23 email. I don't recall. 
24 a. So as you sit here today. you're not 

Page142 Page144 
1 looks like we're on our way. Listen, the 1 aware of any document wherein you state that the 
2 4 million shares that I promised will come out of 2 4 million - you only accept the 4 million shares 
3 my.end on the split on the 97,529,074. 11 Do you 3 if you don't get paid in cash? 
4 see that? 4 A. If I was aware of any such document. I 
5 A. Yes. 5 would have produced it in my - to the SEC. 
6 Q. Okay. So on April 12, 20091 Mr. Wilding 6 Q. But don't know what you produced because 
7 is telling you that the 4 million shares he 7 you haven't reviewed that. 
8 promised is going to come out of his end, correct? 8 A. Oh, then - oh, with respect to these, no, 
9 A. Yes. 9 I don't recall them. 
10 Q. Okay. And you respond on April 13, 2009, 10 Q. So I just want to make sure the record is 
11 "Thanks, Scott, much appreciated. Diane." 11 clear. Ifs important to my point. • 
12 A. Uh-huh. 12 A. Okay. 
13 Q. Do you see that? 13 Q. You're not aware of any document 
14 A. Yes. 14 anywhere wherein you state that the only way 
15 Q. Okay. So at least as of April 13, 2009, 15 I'll accept 4 million shares of stock is If I 
16 it's fair to say that you understood that you were 16 don't get paid? 
17 going to be getting 4 million shares of stock from 17 A. That certainly was my intent. I don't 
18 Scott Wiiding? 18 know if I have an email to that effect. 
19 A. Only in the event that there was no 19 Q. Okay. My question is very - it's a 

.20._.casb..to. pay,._J:fe. knew: l wci~tn.o-1.tl~PPY.wnl1Jh~t.. . 2Q <-.Y~§:Qr.:nQ.g!:!~~~!Q~.! ______ .,_ ·- ...... ,. ______ --··-·-·----·--·-···· . 
21 Q. So what you're saying here is that 21 Are you aware as you sit here today of any 
22 your email when you say "Thanks Scott, much 22 such document? 
23 appreciated" is with the understanding that 23 A. No. 
24 you're only going to accept these shares if you 24 Q. Thank you. 
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1 Did you understand that one of the terms 
2 of this proposed merger between Zenergy and 
3 Paradigm is that Paradigm would deliver at closing 
4 zero assets and zero liabilities? 
5 A. Yes. That's pretty typical, uh~huh, on 
6 the day of transaction, yes. That's why some of 
7 the settlement agreements were entered into. 
8 Q. To make sure that they - Paradigm 
9 delivered zero assets? 
10 A. Zero liabilities. 
11 Q. Okay. And you also understood that they 
12 were going to deliver no assets? 
13 A. Generally, yes. 
14 Q. Okay. 
15 A. Mr. Cammarata was going to still-hewas 
16 going to take what Inventory there was and still 
17 attempt - that was his livelihood - so still 
18 attempt to market the products. 
19 Q. But how could he market the products if at 
20 the time of closing Paradigm is going to deliver 
21 zero assets? 
22 A. Well, the assets were being delivered to 
23 Mr. Cammarata. He was taking the assets 
24 personally. That was my understanding. 
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1 Q. So-
2 A. He had operations up until that very 
3 moment. 
4 Q. What was Mr. Cammarata, what did -
5 A. 1-
6 Q. Did he compensate the company for the 
7 assets that he took? 
8 A. First of all, rn back up. I made sure 
9 of that, that he was in continuous operations 
10 up to the moment of the signing of the document 
11 and consummation of the transaction as far as 
12 the exchange of shares for that very reason, 
13 to completely eradicate any indicia of a shell 
14 corporation. 
15 Q. And what did you do to make sure of that? 
16 A. I instructed and asked Mr. Cammarata are 
17 you in constant operations? He said yes, it's my 
18 livelihood. 
19 Q. And other than asking Mr. Cammarata, what 
20 did you do, If anything, to ensure that the 
21 company-
22 A. Well, he was the officer and director. 
23 He's the one who was marketing and selling these 
24 products. 

Page 146 Page 148 
1 This was my understanding what they had 1 So based on my discussions with him and 
2 worked out as far as their agreement with delivery 2 the reason for my discussions with him, this is 
3 of the vehicle, the company. 3 what he told me he was doing. 
4 Q. So your understanding was that at the time 4 Q. Okay. So other than your conversations 
5 of the merger, Mr. Cammarata was going to take all 5 with Mr. Cammarata, was there anything else that 
6 of the assets of Paradigm, whatever assets it had, 6 you did to ensure that this company was an 
7 and take them for himself personally? 7 operating company? 
8 A. Yes, as his role of CEO. And I recall 8 A. Not at that point, no. 
9 asking If they needed an assignment agreement, but 9 Q. What do you -
10 I don't recall what happened. Nothing happened 10 A. Well, the settlement agreements, you know, 
11 after that. 11 just the ongoing daily operations, asking him. 
12 Q. So - because Mr. Cammarata as a condition 12 Q. Other than asking him and drafting certain 
13 of this merger was going to be terminated as CEO. 13 settlement agreements with people that, as I 
14 A. Yes. Uh-huh. 14 understand it, were owed money by Paradigm; is 
15 Q. So you're saying that what Zenergy and 15 that correct? 
16 Paradigm agreed to was that once the merger took 16 A. Paradigm, uh-huh. 
17 effect, Paradigm was going to deliver at closing a 17 Q. Other than drafting those settlement 

, ·rn .. comp-any with zero-assets and ·zero llabllitie&?---· .. --.,., ,1 s ... agreements.and.speaklng.Y1nb_M1!. Qarra~~_r~t~. what, 
19 A. At the day of closing, yes. 19 if anything, did you do to verify that this 
20 Q. Isn't that the definition of a shell 20 company was operational? 
21 company? 21 A. Nothing. I took him at his word, that 
22 A. No, because he had continuous operations 22 this is what he was doing considering this was his 
23 up until the moment of signing the share exchange 23 livelihood. 
24 agreement and consummating the transaction. 24 Q. Okay. Prior to this had you ever - prior 
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Page 149 Page 151 
1 to working on this transaction, had you ever met 1 A. I believe Downshire Capital was associated 
2 Mr. Cammarata? 2 with Dan Ryan. 
3 A. No. 3 Q. And Downshire Capital was one of the 
4 a. To this day you've never personally met 4 companies that -
5 the man, correct? 5 A. Yes. 
6 A. No. 6 a. - received -
7 Q. And just so my - the record is clear, my 7 A. One of the assignees. 
8 statement that you haven't met him until this day 8 Q. They received an assignment of debt from 
9 is correct? 9 Mr. Gasich, which they then converted into shares? 
10 A. Yes, that's correct. l have never met 10 A. Yes. 
11 him. 11 Q. Okay. 
12 a. So do you know if Mr. Cammarata 12 A. Because of his work that he had provided 
13 compensated the company in any form in return for 13 with regards to Zenergy. 
14 the assets that he took personally? 14 Q. The work that Mr. Ryan had provided? 
15 A. There was discussion as to whether he 15 A. Yes. 
16 would compensate the company or whether that was 16 Q. What was that? What work was that? 
17 his compensation for his time and energy in 17 A. Consulting services. 
18 addition to the issuance of shares. 18 Q. What kind of consulting services? 
19 But I don't recall what happened after 19 A. I believe he - well, he was a consultant 
20 that. l don't, I don't know. 20 as far as to Zenergy. 
21 a. I hadn't seen in any documents that had 21 l wasn't Zenergy's counsel, so I'm not 
22 been produced in this case any reference to 22 positive as to the extent of services, but with 
23 Mr. Cammarata taking the assets of the company as 23 regards to his consultant work, I know he was a 
24 compensation for his work. 24 consultant. I don't know the nature of his 

1 A. No, there was - like I said, yeah, 
Page 150 

2 this - I recall having that conversation and 
3 asking if there was documentation that needed -
4 was required or needed, and then it was dropped. 
5 So I don't know what the parties agreed 
6 amongst themselves, but that was my understanding. 
7 Q. You know, in a couple of the emails we 
8 saw earlier, they referenced promises by Dan Ryan 
9 to pay you for your work in connection with the 
10 Paradlgm/Zenergy merger. Do you remember that? 
11 A. Yes. 
12 Q. Why was Dan Ryan offering to pay you? 
13 MR. ROSENBURG: Objection, foundation. 
14 BY MR. HAYES: 
15 Q. What was your understanding as to why 
16 Mr. Ryan was offering to pay you? 
17 A. I believe he felt badly because he 

_ts __ JntrQd.MQ~.Q.m~Jq J~i~. 9J.O.llP, ~n..<LL'1.~~ P-roy~-~~d 
19 all of these legal services and was not being 
20 compensated. 
21 a. Do you know was Dan Ryan or any business 
22 entity owned or controlled by Dan Ryan intended 
23 to receive assignment of any of the shares from 
24 the Paradigrn/Zenergy merger? 

1 consulting services. 
Page 152 

2 Q. Yeah. and I guess that's my question. 
3 Other than just consulting services, 
4 do you know what kind? Is it a technology 
5 consultant, a biodiesel consultant? 
6 A. It could have been all - it could have 
7 been both of those. I don't know. 
8 
9 
10 
11 
12 
13 
14 
15 
16 

Q. But you don't know? 
A. No. I just know that he provided 

consulting services to Zenergy. 
Q. And what was that based on? You said you 

know he did provide consulting services to 
Zenergy. How do you know that? 

A. Because with regards to each and every 
assignee, I asked why these assignees were 
getting shares. 

17 And Mr. Gasich explained to me that 
18 the~ had all provided some kind of services to 
19 z9ner9i:·wtiett1.er.itI>efinanciaCsecretar1ar.- " --- · 
20 administrative, technology, consultant, 
21 web design. 
22 Q. Okay. And why hadn't Zenergy paid these 
23 people? 
24 A. They, like many -
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1 MR. ROSENBURG: Objection, foundation. 1 A. I don't recall. 
2 A. They, like many of my companies, are 2 After what date? I'm sorry. 
3 cash poor. And this Is the way that these 3 Q. After April 2008. 
4 small developmental companies are able to 4 A. No. I looked at the April 2008 financial 

statements. That was the only month that I looked 
at. 

5 jump start, kick start, their business, get going 5 
6 as far as being able to compensate the people that 6 
7 have put hard work into, you know, developing this 7 Q. Is there a reason why you didn't look at 
8 company when they don't have cash. 8 any financial information after that date? 
9 BY MR. HAYES: 9 A. That was wh~t was provided to me, 
10 Q. And so Zenergy didn't have cash to pay 
11 these people? 
12 A. Yeah. My understanding too it was a small 

10 and his information that the debt was still 
11 intact, and then the fact that I had that as a 

13 developmental company, but it had great prospects. 
12 representation and warranty in the share exchange 
13 agreement. And I also had It in a board 

14 Q. What assets did Zenergy have to your 
15 understanding? 
16 A. They had considerable assets. I saw -
17 well, absolutely I saw the financial statements 
18 for a particular month, I believe it was April of 
19 2008, to ascertain that the debt existed. And -
20 Q. I'm talking about assets, not debt. 
21 A. Well, I know. 
22 Q. Okay. 
23 A. But I'm explaining the financial 
24 statements that I saw. 

14 resolution that was signed off by Mr. Luiten 
15 attesting to the existence of the debt. 
16 MR. HAYES: Mark this as Exhibit 36, 
17 please. 
18 {Plaintiff's Deposition Exhibit 

No. 36 marked for 
identification.) 

19 
20 
21 
22 
23 
24 

BY MR. HAYES: 
Q. Ms. Dalmy, if you could take a look at 

Plaintiff's Exhibit 36. 
A. Yes. 

Page 154 Page 156 
1 And there were assets definitely. I mean, 1 Q. And ifs a two-page document. The 
2 it was - I don't recall specifically because that 2 first page is "Notice of Conversion" and the 
3 was a copy that was in my box, but they had assets 3 second page is titled "Assignment of Debt." Ifs 
4 definitely and liabilities. 4 Bates labeled DAL 182 to DAL 183. Do you see that? 
5 Q. And on these financial statements that 5 A. Yes. 
6 were in your box, did it reference - you said it 
7 referenced the debt. 
8 A. Uh-huh. 
9 Q. What debt? 
10 A. The debt owed to Mr. Gasich. He 
11 specifically pointed that out because I asked. 
12 Q. And so these financial statements that 
13 reflected the debt owed to Mr. Gasich, you think 
14 they were as of April when? 
15 A. 2008. 
16 a. Okay. And you speclficalfy saw those? 
17 A. Yes. 
18 Q. Okay. But you can't produce them and 
19 haven't produced them in this case? 

. ,,_ .... ·----~·-- .20_,,._,, .. A._ .. No,.be.causeJb.ey,,wE!r~JnJh~ibPx, ,,~. ,..." 
21 Q. Have you ever seen any financial 
22 statements of Zenergy dated after April 2008 
23 that did not Include any reference to any 
24 convertible debt owed to Mr. Gasich? 

6 Q. Okay. Focusing on the second page, 
7 the assignment of debt, do you recognize this 
8 document? 
9 A. Yes, I do. 
10 Q. Okay. Is this a document that was 
11 prepared in connection with the Paradigm/Zenergy 
12 merger? 
13 A. It was not prepared by me, but it was 
14 prepared. 
15 Q. Okay. Who was it prepared by? 
16 A. Mr. Gasich, I believe. 
17 Q. All right. And you were provided a copy 
18 of this document? 
19 A. Yes . 

··~· .?Q . .,~.,~ .... A!1.ri9DJ;~Jl1J~ do.,£~ment r!f!"~E!~.~ ... 
21 that Robert Lulten Is the assignor and in this 
22 case is going to be assigning to Skyline Capital 
23 Investment, the assignee. Do you see that? 
24 Page 2, the second page. 

800.211.DEPO (3376) 
EsquireSo/utions. com 



DIANE DISHLACOFF DALMY, ESQ. June 10, 2014 
SEC vs. ZENERGY INTERNATIONAL 157-160 

1 A. 
Page 157 

That's odd. Then I don't recognize this 1 Vincent Cammarata. 
Page 159 

2 document. 2 Q. Okay. And in this instance Skyline 
3 Q. Okay. This came from your files. 3 Capital Investment, that's Mr. Wilding's company, 
4 A. Okay. He wasn't the holder of the debt. 4 correct? 
5 Q. Well, and that, I guess, Is my question. 5 A. Yes, it is. 
6 It looks like at a certain point during 6 Q. And It says in this document that 
7 this transaction, and I mean the Zenergy/Paradlgm 7 Skyline Capital provided certain consulting 
8 merger, documents were prepared indicating 8 services? 
9 that Robert Luiten was going to assign certain 9 A. Yes, it does. 
10 debt to various assignees, including Skyline 10 a. Okay. What consulting services did 
11 Capital Investment. Do you see that? 11 Skyline Capital provide? 
12 A. I have no knowledge of this. I mean, 12 A. Well, Mr. Wilding was an integral part 
13 it was produced by me from, what, the emails that 13 of the structuring of the transaction. I was not 
14 were elicited from my computer by my computer 14 always privy or a participant in the telephone 
15 technician. I have no Idea what this document 15 conversations. but he worked closely with 
16 is in connection with. 16 Mr. Cammarata with regards to mergers, the merger. 
17 Q. And who was - you knew who Robert Luiten 17 Q. Okay. So as far as you knew, the 
18 was? 18 consulting services that Mr. Wilding provided 
19 A. Yes. He was the president and the CEO. 19 were in relation to putting the merger between 
20 He's an affiliate. 20 Paradigm and Zenergy together? 

21 Q. OfZenergy? 21 A. Yes. 
22 A. Zenergy, yes. 22 Q. Okay. Do you recall at any point having a 
23 Q. Right. And so when you say he's an 23 subsequent discussion with Mr. Gaslch, Mr. Luiten, 
24 affiliate, you're using that term In connection 24 Mr. Cammarata, any of those individuals to the 

1 with Rule 144, correct? 
Page 158 

1 
Page 160 

extent -- to the effect that hey, you know, we 
2 A. Well, yes. He could assign debt, but it 2 already discussed this before, but somebody like 
3 certainly wouldn't be free trading. 3 Mr. Luiten can't be the assignor of this debt? 
4 Q. Okay. And so that was because of his 4 A. I reiterated that quite often. 
5 affiliate status? 5 Q. Why? 
6 A. Yes. Uh-huh. 6 A. Because it's a very important aspect as 
7 Q. So do you recall at any time the parties, 7 far as a Rule 144 and the tacking period. You 
8 whether It was Mr. Lulten, Mr. Gaslch, 8 cannot have an affiliate who assigns debt. If 
9 Mr. Wilding, Mr. Cammarata or anybody else, 9 that's the case, then the assignee takes the 
1 O suggesting that somebody other than Robert Gasich 10 new holding period under Rule 144. 
11 be the assignor of the debt? 11 Q. And so let me see if I understand that. 
12 A. There was discussion at the onset 12 The holding period you're referring to generally 
13 regarding the overall structure. And that was 13 is the one-year holding? 
14 when we were discussing the need for convertible 14 A. The one, because this was not a fully 
15 debt to compensate these people who had provided 15 reporting company. It was a one-year period. 
16 services to Zenergy. 16 a. So before the shares could be freely 
17 And I made the statement that there were 17 tradeable, they had to be held for at least a 

~ ·----- •'"' - - ·1a-1Wo caveats:--The·one is-thaHhe·debthad-to-be----- -18 - .year? . -- -·-- .. __________ .. . . ·--- __ 
• ...-...-~----·-----·--·~ - ~--~·- .A -- ... ·-·----

19 evidenced on financial statements and aged, and 19 A. Yes. So if those shares came from an 
20 the second was that it was nonaffillate debt. So 20 affiliate, there would be a new one-year holding 
21 1- 21 period. 
22 Q. And who did you have these conversations 22 Q. Whereas, if in certain circumstances 
23 with? 23 somebody who is not an affiliate held the shares 
24 A. Mr. Gasich, Scott Wilding and 24 for a year, and then assigned those shares a 
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1 day later to somebody else who was not an 1 shareholder. He said members of his family were 
2 affiliate, that assignee could get the benefit 2 shareholders. 
3 of the one-year holding period from the assignor; 3 Q. Okay. 
4 ls that correct? 4 A. And I said well, they don't live under the 
5 A. Yes. Yes. 5 same household? And he said no. 
6 Q. Okay. However, if the assignor of the 6 Q. All right. Well, let's - let me ask you 
7 shares or the securities is an affiliate of the 7 about that. 
8 issuer, then even if he held the shares for 8 So you were told that certain members of 
9 5 years, if he assigns those shares to somebody 9 his household - or, I'm sorry, certain relatives 
1 O else, that assignee has to hold the shares for a 10 of his were shareholders, correct? 
11 year? 11 A. In a general statement, yes. When I asked 
12 A. That's correct, irrespective of whether 12 him if he held any shares, I was ascertaining the 
13 it's a conversion of debt or just a private sale 13 affiliate status. 
14 of stock that's already been issued. 14 Q. And when did this conversation occur? 
15 a. Okay. And that was something that you 15 A. Prior-when they identified him as the 
16 understood at the time you were preparing the 16 holder of the debt that was to be converted. 
17 opinion letters - 17 Q. Okay. So before the actual merger took 
18 A. Yes. 18 effect? 
19 a. - in this case? 19 A. I don't recall when .. 
20 A. Yes. 20 a. Okay. Before the actual assignment of the 
21 a. And so ultimately the decision was made 21 debt and conversion notices? 
22 that Robert Gasich would serve as the assignor of 22 A. In all probability. 
23 the convertible debt that was going to be used to 23 Q. And before you Issued your Rule 144 
24 obtain freely tradeable shares of Zenergy, 24 opinions? 

Page 162 Page 164 
1 correct? 1 A. Well, yes. Absolutely. 
2 A. Yes. 2 Q. So what did Mr. Gaslch tell you about 
3 Q. Okay. Now, in June of 2009 Robert Gasich 3 which family members were shareholders? 
4 was an affiliate of Zenergy? 4 A. He didn't. 
5 A. No. Robert Gasich? No, he was not an 5 Q. Okay. He just said certain family 
6 affiliate. He was not an officer or director. 6 members? 
7 And he - I asked him. He didn't hold any shares. 7 A. I don't recall. Yes, he just said family 
8 I was given - I believe I saw a shareholders 8 members. 
9 list, and he was not on the shareholders list. He 9 a. Isn't a shareholder's -- I'm going to 
1 O was not listed as a shareholder. 1 O strike that. 
11 a. He, in fact, was, prior to June 2009, a 11 Isn't a person's relatives - strike that. 
12 significant shareholder in Zenergy, wasn't he? 12 Aren't the shares owned by a person's 
13 A. No. 13 relatives important in determining whether that 
14 MR. ROSENBURG: Objection to the form. 14 person is an affiliate of the company? 
15 A. No. 15 MR. ROSENBURG: Object to the form. 
16 BY MR. HAYES: 16 A. When I make my -
17 Q. And you, in fact, were told he owned more 17 THE WITNESS: I can answer, right? 
"ta·~than;o~p~rcentshares·'in·Zenergy·andwas·an~-~·-48--··-~--~---MR.-RG>SENBURG:-¥eah ........ -"'·---·-··· 
19 affiliate, correct? 19 A. When I make my determination, I look at 
20 A. No. I - specifically I recall seeing an 20 the shares held by a husband and wife and combine 
21 email, and I specifically asked him do you hold 21 those. 
22 shares in Zenergy? And he said no, he did not. 22 I don't combine any other shares unless 
23 That was one reason why I specifically 23 that person is living under the same household. 
24 .confirmed that with him, that he was not a 24 BY MR. HAYES: 
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1 Q. But you're familiar with 1 
2 Rule 144(a)(ii)(i), the definition of affiliate? 2 
3 A. Yes. 3 
4 Q. Okay. That includes a person's spouse, 4 
5 right? 5 
6 A. Yes. 6 
7 Q. A person's relatives? 7 
8 A. If - my understanding is if they're 8 
9 living under the same household. 9 
10 Q. So only to - a person's relatives only 10 
11 count if they're living within the same household? 11 
12 A. That's totally my understanding, yes. 12 
13 Q. Okay. And that's the understanding you 13 
14 were operating with at the time - 14 
15 A. Yes. Uh-huh. 15 
16 Q. Okay. And then in addition to that 16 
17 certainly anybody that lives in the household? 17 
18 A. Yes, if they're a relative. 18 
19 Q. But what if it's Mr. Gaslch's girlfriend 19 
20 that lives in the household with him, is that 20 
21 person, to your understanding, considered as part 21 
22 of the affiliate determination? 22 
23 · A. Yes, I would- 23 
24 MR. ROSENBURG: Object to form and 24 
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I was told that all of those assignees 

were people who had provided bona fide services to 
Zenergy and who needed to be compensated. 

Q. Yeah, but if a person actually does 
provide bona fide services, it still is relevant 
in determining affiliate status whether that 
person is a relative of the -- or living with the 
person assigning the shares, isn't it? 

A. Yes. 
Q. Okay. So regardless of whether 

Ms. Nelson provided any valid consulting services, 
it was still relevant to the determination of 
Mr. Gasich's affiliate status, the shares that 
she owned, because· she was living with him, 
correct? 

A. When I discussed affiliate status with 
Mr. Gasich, I explained to him that that included 
shares owned by him and shares owned by any - by 
his spouse and shares owned by any relatives 
living under his household. 

Q. Okay. 
A. That was my explanation. 
Q. And so if Mr. Gasich lived in Mr. -
A. Ms. Gasich? 

1 foundation. It's hypothetical. 
Page 166 Page 168 

1 Q. Ms. Nelson lived in the same household 
2 A. I don't ask about girlfriends. I ask 
3 about spouses, and if anyone who lives In the 
4 household, with the assumption that it's a 
5 relative, holds shares. 
6 BY MR. HAYES: 
7 Q. Do you know who Kymberly Nelson is? 
8 A. No. 
9 Q. She was one of the people that you wrote a 
10 Rule 144 opinion letter for. 
11 A. Right. I recognize the name on the 
12 assignee. 
13 Q. Have you ever spoken to her? 
14 A. Never. 
15 Q. You never met her? 
16 A. Never. 
17 Q. Do you understand at the time that you 
18 provided your Rule 144 opinion letter for her, 
19 that she was living with Bob Gasich? 

·-20 ··-· ·A;--No~ .. - · · .... · · .. ''"·--· · · .. · ... .. · 

21 Q. And that she was his girlfriend? 
22 A. I had no knowledge of that, nor did I 
23 have knowledge of the individual who was the 
24 car mechanic or any of that. 

2 with Mr. Gasich, but was not married to him, in 
3 your view that - her ownership of shares in 
4 Zenergy Is not relevant to the determination of 
5 Gasich's affiliate status? 
6 MR. ROSENBURG: Object to the form. 
7 A. That would be a factor I would consider, 
8 but I was not advised that any girlfriend was 
9 living with Mr. Gasich. 
10 BY MR. HAYES: 
11 Q. Okay. Regardless of whether you were 
12 advised of these factors, is it fair to say that 
13 if Mr. Gasich in combination with Mr. Nelson owned 
14 more than 1 O percent - owned 10 percent or more 
15 of Zenergy, Mr. Gasich would be considered an 
16 affiliate? 
17 MR. ROSENBURG: Object to the form. 
18 A. And if I had known that, I would not have 
19 written the opinion. 
20 .... BY--MR.-HAYES: ... _ .... 
21 Q. And my question is was my statement 
22 correct? 
23 A. Your statement-
24 MR. ROSENBURG: Object to the form. 

800.211.DEPO (3376) 
EsquireSolutions. com 



DIANE DISHLACOFF DALMY, ESQ. 
SEC vs. ZENERGY INTERNATIONAL 

1 Go ahead. 
2 A. Your statement is correct. 
3 BY MR. HAYES: 
4 Q. And I realize you're testifying that you 
5 didn't know that. 
6 A. I didn't know that. 

Page 169 
1 
2 
3 
4 
5 
6 

7 Q. And if you had known it, you wouldn't 7 
8 have written the Rule 144 opinion approving the 8 
9 assignment of shares to Ms. Nelson from Mr. Gasich 9 
10 as freely tradeable? 10 
11 MR. ROSENBURG: Object to the form. 11 
12 A. In my conversations with everyone, 12 
13 including Mr. Gasich, Scott Wilding and 13 
14 Vincent Cammarata, I explained as far as 14 
15 convertible debt the fact that it had to be 15 
16 aged, on the financial statements. evidenced, and 16 
17 that it could be nonafflliate debl 17 
18 And I explained what nonaffiliate debt 18 
19 meanl And my explanation was an officer, 19 
20 director or 10 percent or greater shareholder 20 
21 holding shares or having anyone in the same 21 
22 household, including your spouse, who may or may 22 
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A. Or was not? 
Q. Was. 

Page 171 

A. No, no one told me that he was until it 
was in relationship to one of those opinions. I 
forgot which shareholder. 

When a broker emailed me and said that 
Mr. Gasich was an affiliate, and I emailed back 
and said no, he's not. 

a. And prior to that nobody had ever told you 
that-

A. No. 
a. - that he was an affiliate? 
A. No. 

MR. HAYES: Would you mark this as 
Plaintiff's Exhibit 37. 

(Plaintiff's Deposition Exhibit 
No. 37 marked for 
identification.) 

BY MR. HAYES: 
Q. Ms. Dalmy, if you could look at 

Plaintiffs Exhibit 37. 
A. Uh-huh. 

23 not live in that household, holding shares. 23 Q. 1rs an email from Mr. Wilding to you 
24 That was the end of my - nobody ever said 24 dated June 3, 2009, at 3:39 and 30 seconds p.m. 

Page 170 
1 my girlfriend lives there. I don't know. I did 1 A. Uh-huh. 

Page 172 

2 not have that knowledge. 2 Q. The subject is Bob's debl The document 
3 BY MR. HAYES: 3 was produced from your files, and it's Bates 
4 Q. Okay. But - 4 labeled DAL361. 
5 A. Of any of these assignees. 5 Do you recall getting this email from 
6 Q. But you would agree under the facts as 6 Mr. Wilding? 
7 I stated them, which is that if Mr. Gasich and his 7 A. No, I don't. 
8 girlfriend owned more together, owned more than 8 Q. Okay. I'm going to read the email. It 
9 10 percent of the shares in Zenergy, and they 9 says "Diane, since Bob is an affiliate with 
10 lived together, Mr. Gasich would be considered an 10 Zenergy (10 percent), not a director or control 
11 affiliate under Rule 144? 11 person do you see any violations of rule 144 that 
12 A. I agree - 12 could ever come back to haunt us." 
13 MR. ROSENBURG: Object to the form. 13 Okay. Is it fair to say that Mr. Wilding 
14 A. I agree with that, and I would not have 14 told you that Bob Gasich was an affiliate of 
15 written the opinion. 15 Zenergy? 
16 BY MR. HAYES: 16 MR. ROSENBURG: Object to the form. 
17 a. Did anybody tell you that Mr. Gasich was, 17 A. That's what this particular email states. 

· ·rn·"in·fact;-an-affiliate-of,zenergy:?--"··· ..... "' .... ~" ........... 18-Anclit's_notthe .. ftID~~H~~.rr!M.!C>,.~~~.r:i .. . ... . 
19 A. I asked Mr. Gasich himself, and he said 19 there was another email that stated that Bob was 
20 no. 20 an affiliate. And that's when I asked Bob about 
21 a. Okay. Did anybody else tell you that, 21 his record holdings. I specifically asked him. 
22 in fact, Mr. Gasich was an affiliate? 22 BY MR. HAYES: 
23 A. Was? 23 Q. Okay. Well, this email from Scott Wilding 
24 Q. Yes. 24 is dated June 3, 2009. 
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1 A. Uh-huh. 1 But I said do you hold shares in any 
2 Q. It seems to contradict your earlier 2 manner with Zenergy? And this includes your 
3 testimony that nobody ever told you that Bob 3 spouse or anyone living under the same roof as 
4 was an affiliate. 4 you. 
5 A. Well, it - no. 5 BY MR. HAYES: 
6 MR. ROSENBURG: I don't think that's a 6 Q. Because that matters to the determination 
7 question. 7 of affiliate? 
8 THE WITNESS: Okay. 8 A. That's so - yeah. 
9 BY MR. HA YES: 9 a. I mean, thafs basic, right? 

10 Q. Okay. Why doesn't It contradict your 10 A. Yeah. Yeah. 
11 testimony? 11 Q. I mean, if he owns shares in a company 
12 A. Because I did reference the fact that I 12 which itself owns 10 percent or more of shares -
13 had received some email referencing that Bob was 13 A. Well, 10 percent. yes, 10 percent 
14 a shareholder, and that's not this email. I don't 14 a. Let me finish the question. If Mr. Gasich 
15 recall this email. 15 owns shares in a company which itself owns 
16 That's when I asked Bob again as far as 16 10 percent or more shares of Zenergy, Mr. Gaslch 
17 his holdings, equity holdings in Zenergy, if he 17 is an affiliate of Zenergy? 
18 was a shareholder. 18 A. That's correct. 
19 Q. And so that email that you're referring 19 a. And that's basic black letter? 
20 to, that's the email from the broker? 20 A. Thafs basic, yes. 
21 A. No. It was an email previous to that. 21 a. And so if Mr. Gasich owned shares in a 
22 Q. So it's another email? 22 company called The Spire Group, which owned over 
23 A. Yes. 23 30 percent of the shares or roughly 30 percent 
24 a. There was another email? 24 of the shares of Zenergy, then Bob Gasich is an 

A. Yes. Yes. 
2 Q~ So in addition to this email that we're 
3 looking at as Plaintiffs Exhibit 37, there was 
4 another email that you received that said 
5 Bob Gasich is an affiliate? 
6 A. There was - there was one email that 
7 made a reference. I don't recall who sent it. 

Page 174 

8 But it certainly prompted me to speak with Bob and 
9 ask him do you hold shares of stock? Are you an 
10 affiliate? We have gone over this. 
11 And he said no, he does not hold shares 
12 of stock. And that's when he represented that 
13 members of his family did. And we went through, 
14 again, the definition of affiliate. 
15 Q. And did you ask Bob if at this time if any 
16 of the companies - let me strike that. 
17 Did you ask Bob at this time, Bob Gasich, 
18-if he·owned·shares·in-any company· that owned. more 
19 than 1 O percent of Zenergy? 
20 MR. ROSENBURG: Object to the form. 
21 A. I know I would have said indirect or 
22 directly do you hold shares in any fashion? I 
23 don't recall if I said through another company or 
24 anyway. 

1 
2 
3 

affiliate of Zenergy? 
Page 176 

A. If that's true, then yes, he would be. 
a. And if that were true, then you couldn't 

4 properly issue a Rule 144 opinion letter opining 
5 that any of Mr. Gasich's assignees received freely 
6 tradeable shares? 

A. I would not have -
MR. ROSENBURG: Object to the form. 

7 
8 
9 A. I would not have written such an opinion. 
10 BY MR. HAYES: 
11 Q. And if you did Issue such an person under 
12 those circumstances, that such an assignee 
13 received freely tradeable shares, that would be 
14 inaccurate under the law, correct? 
15 MR. ROSENBURG: Object to the form. 
16 A. That's true. And I would have said you 
17 need to look at other debt 
18·- BY-MR.-HA¥ES: ........ - ---- --- ...... ----·------ ...... . 
19 a. Meaning that the company would have had 
20 to find some other debt owed to somebody else that 
21 was convertible to use? 
22 A. Yes. I believe they had other options. 
23 a. Okay. Do you know whether or not a 
24 company called The Spire Group was at some point 
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Page 177 
1 in time prior to the issuance of your Rule 144 

Page 179 
1 Mr. Luiten was aware of this entire transaction 

2 opinion letters in this case a holder of more 2 and the convertible debt. 
3 than 10 percent of the shares of Zenergy? 3 a. So you don't remember whether you did 

4 anything other than speak to Mr. Gasich to 4 A. I have no knowledge of that. 
5 Q. Okay. And if you - what would you do, 5 determine -
6 I guess - in a situation where you come to learn 
7 that the shareholders of the - of Zenergy include 
8 corporations or businesses, business entities that 
9 hold 1 O percent or more of Zenergy's stock, what, 
10 if anything, would you do to determine - strike 
11 that. 

6 A. He's the one -
7 Q. - to determine whether or not he was an 
8 affiliate of Zenergy? 
9 A. No. I spoke directly with him regarding 
1 O his equity holdings. 
11 Q. And other than speaking directly with him, 

12 Isn't it - in a situation where you're 12 you can't recall doing anything else? 
13 writing a Rule 144 opinion letter, and you learn 
14 that the issuer of shareholders include a 

13 A. I recall seeing a shareholders list. I 
14 don't recall where that came from or what it was. 
15 I just recall seeing or - I mean, I don't recall. 15 

16 
17 
18 
19 
20 
21 
22 
23 
24 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
J.a 
19 
20 
21 
22 
23 
24 

business entity, okay, isn't it important for 
you to find out who the shareholders of those 
business entities are to determine whether or 
not the assignor of the security is an affiliate? 

16 I recall knowing that Mr. Luiten was a 
17 majority shareholder, and therewere, you know, 
18 other shareholders. I - and then that's - I 

A. Many times there's a number of 
sharehol9ers of public companies that are 
corporate entities or LLCs. And no, I will ask 
that person do you directly or indirectly hold any 
shares in this particular company. 

19 asked Mr. Wilding specifically. 
20 Q. Well, Mr. Wilding is the one that told 

you-21 
22 
23 
24 

A. I mean, I'm sorry, Mr. Gasich 
specifically. 

I don't sit there and identify each and Q. Okay. And other than that you can't 

Page 178 Page 180 
every corporate or LLC entity that holds shares to 1 recall doing anything else? 

ascertain that. I will take what that person 2 A. No. Uh-uh. 
tells me. 3 a. Okay. 

If I'm drafting a registration statement 4 A. Because we had gone over this so many 

or some other document, then I present in the 5 times. 

registration statement or in a disclosure document 6 MR. HAYES: Could you mark this as 

for OTC markets, I would present who the people 7 Plaintiffs Exhibit 38, please. 

are behind the entity holding those shares. 8 (Plaintiffs Deposition Exhibit 

But for purposes of a Rule 144 opinion, 9 No. 38 marked for 
no, I haven't done that. 10 identification.) 

a. Did you ask Mr. Gasich whether he owned 11 BY MR. HAYES: 

any interest in The Spire Group? 12 a. Ms. Dalmy, If you take a look at 

A. I didn't know about The Spire Group. I 13 Plaintiffs Exhibit 38, which is an email 

asked him if he held any shares In any way in 14 from Optimal246@AOL.com to you dated June 4, 2009. 
Zenergy, and his response was no. 15 It's got a Bates label at the bottom 

And I asked him that after I had some 16 SEC-DALMY-E-0000035. Do you see that? 

email that said he was an affiliate because of 17 A. Yes. 

his equify_bJ:>J~iD9$ ...... 1\.n~.1.~~k~~ DJffi.~QC0!1firm_ 18 a. Okay. Optimal246@AOL.com, I think we 
that, and he said no. . .. . . -- ··- - ·19 ·-"ciaritiecfeailier that'S areterericeto=·ihat's ...... 

Q. And other than speaking with Mr. Gasich, 20 Bob Gaslch's email, correct? 

did you do anything else to determine whether or 21 A. Yes. 

not he was an affiliate of the Spire - or of 22 a. And so this is an email from Mr. Gasich to 

Zenergy? 23 you on June 4, 2009, correct? 

A. I don't recall, but I do know that 24 A. Yes. 
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1 Q. And this was before you issued your 
2 Rule 144 opinions In this case, correct? 
3 A. Yes. 

Page 181 

4 Q. All right. And so he says .. Diane - here 
5 are 3 of the 4 debt assignments with the 4th to 
6 be sent to you tomorrow morning. 
7 "Here is the list of shareholders that 
8 will receive new shares of restricted PTPC 
9 (1 old Zenergy share for 7 new shares.) Do we 
10 need to reduce this onto our tetterhead?11 

11 And then he says 216,232- I'm sorry. 
12 Strike that. "216,232, 100 In exchange for 100% of 
13 Zenergy shares." 
14 Okay. Do you see that? 
15 A. Yes. 
16 Q. And then it lists a number of 
17 individuals and entities that hold the Zenergy 
18 shares, correct? 
19 A. Uh-huh. Yes. 
20 Q. Third down is a company called The Spire 
21 Group, LLC, that holds, according to Mr. Gasich, 
22 66;663,331 shares. Do you see that? 
23 A. Yes. 
24 Q. And then right below that is 
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1 letters, you personally had no idea that 
2 Mr. Gasich owned any interest In The Spire Group? 
3 A. I had no idea. 
4 Q, Okay. As you sit here today, are you 
5 aware of the fact that Mr. Gaslch did, in fact, 
6 own The Spire Group? 
7 A. Based on what you just told me. 
8 Q. Okay. So prior to me telling you this 
9 right now-
10 A. No. 
11 Q. - you had no knowledge? 
12 A. No. 
13 Q. - that Mr. Gasich owned -
14 A. No. 
15 Q. - any interest in The Spire Group? 
16 A. Not really. No. 
17 Q. What do you mean not really? 
18 A. Did we talk - we might have talked 
19 about-
20 Q. Don't tell me anything -
21 A. Okay. 
22 Q. Other than through communications with 
23 your lawyer prior to today, did you team any 
24 information that -

Page 182 
1 Robert Luiten, and he holds the same amount of 1 A. Excluding my discussions? 

Page 184 

2 shares, correct? 2 Q. Excluding discussions with your lawyers. 
3 A. Uh-huh. 3 A. No. 
4 Q. Is that a yes? 4 Q. Have you learned any information prior to 
5 A. Yes. 5 today that suggests to you that Mr. Gasich owned 
6 Q. And then three down from that is 6 an interest in The Spire Group? 
7 Tammy Mcintyre, and she holds slightly less, but 7 A. No. I did not, no. 
8 roughly the same amount of shares at 666,614,338. 8 (Discussion held off the 
9 Do you see that? 9 record.) 
10 A. Yes. 10 BY MR. HAYES: 
11 Q. Okay. So clearly the three largest 11 Q. And if you had known that Mr. Gaslch 
12 shareholders there for Zenergy are The Spire Group 12 owned more than 10 percent of the interest in 
13 LLC, Mr. Luiten and Ms. Mcintyre, correct? 13 The Spire Group, you wouldn't have written a 
14 A. Yes. 14 Rule 144 opinion for any of Gasich's assignees in 
15 Q. And that would make Mr. Luiten and 15 this case, correct? 
16 Ms. Mcintyre and The Spire Group affiliates of 16 MR. ROSENBURG: Object to the form. 
17 Zenergy, correct? 17 A. That's correct. I would have advised to 
.1.8 ... - .. A.~.Xe.s •. "-···-·· ~--·· 18 determine other convertible debt to use. 
19 a. All right. So If it turns out that 19·--av .. MR:HAYE·s:·---· · ·· ·· ··· ··w·-··--····----··--··--····- '·"--

20 Mr. Gasich owns The Spire Group, Mr. Gasich is an 20 Q. And that's because if, in fact, Mr. Gasich 
21 affiliate of Zenergy, correct? 21 owned more than 10 percent of The Spire Group, he 
22 A. Yes. 22 would have been deemed an affiliate of Zenergy 
23 Q. All right. And what you're saying is 23 under Rule 144, correct? 
24 that at the time that you issued your opinion 24 A. I would have to research that. I don't 
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1 know that because you, as a shareholder, own 1 this case demonstrate that Mr. Gasich was an 
2 10 percent or more of The Spire Group, which, 2 affiliate of Zenergy, then your Rule 144 opinions 
3 in tum, holds 10 percent- or in this case 3 relating to Mr. Gaslch's assignees are Incorrect? 
4 well over 10 percent- of the shares of Zenergy, 4 MR. ROSENBURG: Object to the form. 
5 whether that makes you an affiliate. 5 A. At the time I rendered these opinions, 
6 It would certainly be something that I 6 I had no knowledge of any affiliate status of 
7 would want to know and that I would research. 7 Mr. Gasich. I was advised otherwise. 
8 Q. What if Mr. Gaslch owned a majority of the a BY MR. HAYES: 
9 ownership interest? 9 a. And all I'm saying is regardless of your 
10 A. Yes, then I would not have written the 10 knowledge, if it turns out, in fact, that you 
11 opinion. 11 were lied to, and Mr. Gaslch was an affiliate of 
12 Q. So If Mr. Gaslch owned a majority of the 12 Zenergy, then the statements in your Rule 144 
13 shares in The Spire Group, that would have made 13 opinion letter are Inaccurate? 
14 him an affiliate of Zenergy, correct? 14 MR. ROSENBURG: Object to the form. 
15 A. I would be looking at whether or not he 15 A. Yes, they would be inaccurate if he was an 
16 has the full power and authority to direct and 16 affiliate. 
17 dispose of the shares held by The Spire Group. 17 MR. HAYES: Could we take a break. 
18 That would also be a factor that I would consider 18 THE VIDEOGRAPHER: Off the record at 
19 as far as affiliate status of his interest in 19 2:36 p.m. 
20 The Spire Group, which, in turn, holds shares in 20 (Recess taken from 2:36 p.m. to 
21 Zenergy. 21 2:52 p.m.) 
22 Q. Well, if he had majority control over 22 THE VIDEOGRAPHER: Back on the record with 
23 The Spire Group -
24 A. Then I would say yes, uh-huh, that would 
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1 be a factor or if he was an officer or director of 
2 The Spire Group. 
3 Q. Correct. 
4 A. That would also be a factor. 
5 Q. Did you do anything to determine whether 
6 Mr. Gasich was an officer or director of The Spire 
7 Group or a member? 
8 A. No. I don't recall this email, and I 
9 never received the shares actually in my office 

1 O to exchange. 
11 So I was not really involved In the 
12 exchange of shares or the communications to the 

23 tape number four at 2:52 p.m. 
24 MR. HAYES: Mark this as Plaintiffs 

1 Exhibit 39, please. 
2 (Plaintiffs Deposition Exhibit 
3 No. 39 marked for 
4 identification.) 
5 BY MR. HAYES: 
6 Q. Ms. Dalmy, If you could take a look at 
7 Plaintiffs Exhibit 39 and let me know if you 
8 recognize it. 
9 A. Yes, ldo. 
10 Q. Okay. This is a copy of the Share 
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11 Exchange Agreement between Zenergy and Paradigm. 
12 correct? 

13 transfer agent to Issue the new shares based upon 13 A. Yes. 
14 this list. 14 Q. And you were Involved in the preparation 
15 So I don't even know - I don't believe I 15 of this document, correct? 
16 was aware of The Spire Group. 16 A. Yes. I drafted this document. 
17 Q. Well, you were copied on this email. 17 a. Okay. Ms. Dalmy, in connection with 
1a-··--A. --·1twaswsentto·me.-yes;·-····--··-··-··· "·~---·· ······ .... ·· -1S.-your legal.services.provided.relating.to.the .. 
19 Q, Yeah, actually, that's correct. Thank 19 Zenergy/Paradigm merger transaction, did you 
20 you. It was sent to you. 20 at any point become aware of the fact that 
21 A. I'm sure I looked at it and waited for 21 Paradigm, the corporate entity, was no longer 
22 the shares to come, and they never came, and I 22 in good standing In the state of Delaware? 
23 don't recall. 23 A. Yes, I knew that. 
24 Q. And so If, In fact- if the facts in 24 Q. Okay. So when did you learn that? 
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When was it that you learned that? 1 

A. I believe during the time that I was 2 
3 working on the reverse stock split. 3 
4 Q. Okay. And what was the reason that, 4 
5 to your knowledge, Paradigm's, the entity, was 5 
6 no longer in good standing in the state of 6 
7 Delaware, where it was incorporated? 7 
8 A. I asked Mr. Cammarata that, and he said It 8 
9 was because they had insufficient funds to pay the 
1 O franchise taxes. 
11 Q. Okay. And that's something that a 
12 company - corporation has got to pay every year? 
13 A. Yes. 
14 Q. The franchise taxes? 
15 A. In Delaware, yes. 
16 a. And do you know - do you remember how 
17 long it had been since Paradigm had paid the 
18 franchise taxes? 
19 A. I believe it was, you know, definitely 
20 2 or 3 years. I don't recall. 
21 Q. Okay. Did that concern you at all? 
22 A. Well, sure. Any time that anyone doesn't 
23 pay taxes concerns me, but I understood the reason 
24 why. 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
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A. No. I don't recall. 
Page 191 

Q. Do you know based on your many years' 
experience as a securities and a corporate 
attorney approximately the amount of franchise 
tax annually in the state of Delaware? 

A. It can vary. I've seen it as high as 
19,000. They have some formula. I don't recall 
right now. 

Q. Okay. What's their formula based on? 
A. Either authorized capital or a level of 

assets. I don't specifically recall. 
Every time I've had to compute it, I 

do so with the assistance of somebody in that 
department. 

a. And you don't remember with respect to 
Paradigm what that annual franchise tax was? 

A. No. 
MR. HA YES: Okay. Mark this as 

Plaintiffs Exhibit 40, please. 
(Plaintiffs Deposition Exhibit 
No. 40 marked for 
identification.) 

BY MR. HAYES: 

Page 190 Page 192 
1 Q. And why? What was the reason? 1 Q. Ms. Dalmy, if you could take a look at 
2 A. They had insufficient funds. And that's 2 Plaintiff's Exhibit 40. Ifs DAL 161to162. It's 
3 happened before with some of my clients. I 3 a series of emails between you, Mr. Wilding and 
4 think Delaware is a rather steep state as far as 4 others. 
5 incorporating fees and annual tax fees. 5 And I'd like to focus for a second on the 
6 Q. Okay. Did you ultimately assist Paradigm 6 
7 in the payment of the franchise taxes? 7 
8 MR. ROSENBURG: Object to the form. 8 
9 A. I don't recall, but I'm sure I did. I'm 9 
10 sure I telephoned the Delaware Secretary of State 10 
11 up - I have on other occasions - and ascertained 11 
12 the tax liability and how to reduce it and what to 12 
13 file. 13 
14 BY MR. HAYES: 14 

second page, that first email on the second page 
dated May 31, 2009, from Mr. Wilding to you. Do 
you see that? 

A. Uh-huh. 
Q. Is that a yes? 
A. Yes. Sorry. Yes. 
Q. That's okay. Thank you. 

And the subject is "Zenergy." Do you see 
that? 

15 Q. And because as part of the share exchange 15 A. Yes. 
16 agreement, there is a representation, a warranty, 16 Q. And it says - Mr. Wilding writes 
17 that Paradigm is - 17 "Hi Diane - I know that you are overwhelmed with 
18 A. Is In good standing. 18 work and you're only one person juggling a lot of 
19 a. - is in good standing, correct. 19 other companies." Do you see that? 

, .2CL __ .A__Right..And Lthink.weeffectedJb.e ___ .... _ _ 2.0 .... A:._.Xes.~------- ___ ·--··---·--··· ...... - .. ---------···· 
21 reverse stock split prior to the finalization of 21 Q. What was your understanding as to what 
22 the share exchange agreement. 22 other companies Mr. Wilding was referring to? 
23 Q. Do you remember what the amount of 23 MR. ROSENBURG: Objection, foundation. 
24 delinquent franchise taxes was? 24 A. My other clients. 
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1 BY MR. HAYES: 
2 a. Okay. 
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3 A. I've been extreme - I am extremely busy. 
4 I have-
5 Q. He says "Here's another offer from me to 
6 know. I'll assign another 2 million shares11 

-

7 well, it says 2M. Did you understand.that to mean 
8 2milllon? 
9 A. Yes. 
10 MR. ROSENBURG: Objection, foundation. 
11 BY MR. HAYES: 

1 A. This guy drove me insane. 
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2 MR. ROSENBURG: Answer his question. 
3 A. The understanding? Fluff. 
4 BY MR. HAYES: 
5 a. But whether it's fluff or not, what 
6 you understand him to be telling you is that 
7 once we get this merger completed and everybody 
8 gets their shares, we're going to make a lot of 
9 money? 
10 MR. ROSENBURG: Objection, foundation. 
11 A. Everyone thinks they're going to make a 

12 a. "I'll assign another 2 million of my 12 lot of money with their companies. 
13 shares to you for a total of 6 million if you can 13 BY MR. HA YES: 
14 (PLEASE) make sure the TA has everything needed 14 Q. And that's what you understood him to be 
15 for the shares to be DWAC'd·this week after 15 saying here, correct? 
16 Bob takes care of the amendment to the par value, 16 MR. ROSENBURG: Objection, foundation. 
17 et cetera.11 

18 What does DWAC'd mean? 
19 A. DWAC'd. 
20 MR. ROSENBURG: Objection. 
21 BY MR. HAYES: 
22 a. What does DWAC'd mean? 
23 A Electronic form. 
24 a. What do you mean by that? 

17 BY MR. HAYES: 
18 Q. Whether or not you agreed with it? 
19 A. I don't know what he meant really. The 
20 guy - I don't know what he meant He was always 
21 making these statements. 
22 Q. Okay. 
23 A. I disregarded most of the statements that 
24 he made after a point in time. 

Page 194 Page 196 
1 He's saying just make sure the TA has 1 a. Did you ever speak with Mr. Robert Lulten? 
2 everything needed to make sure the shares can be 2 A. Perhaps once or twice at the most. That 
3 DWAC'd. What does that mean? 3 was it. 
4 MR. ROSENBURG: Objection. foundation. 4 Q. Okay. And he was the CEO? 
5 A. I don't know what the transfer agent would 5 A. Yes. 
6 need for the shares to be DWAC'd. 1-- 6 Q. President of Par- - of Zenergy? 
7 BY MR. HAYES: 7 A. Yes. 
8 Q. What does it mean for the shares to be 8 Q. Okay. But most of your conversations with 
9 DWAC'd? 9 respect to Zenergy went through Mr. Gasich, 
1 O A. It means that they're not issued in 1 O correct? 
11 certificate form, that they~re Issued 11 A. He had the same role - my understanding 
12 electronically. 12 was that he had the same role with regards to 
13 Q. Okay. Very good. And then he says 13 Zenergy as Scott Wilding had the same role with 
14 'We're so close to making a huge score. Even 14 regards to Vincent Cammarata and Paradigm. 
15 if it doesn't happen this week, I'll assign the 15 Q. Okay. So, to answer my question then, 
16 2 million. Sorry for this email but it's like we 16 most of your conversations with respect to Zenergy 
17 won the lottery but cannot cash in ticket for few 17 were with Mr. Gasich? 

-~··---·· ·.~, · ·~,, yla~·"'\Yeel<s:"·~oo,_yotrse~that? .. ~.·-····----~,~u--.· .......... ··~·-· .. -~·-·~·H-~~· .. -· -18-· .. ~A.·, ··-Substantially .• ~.yes.0v~·h~ ... ~h-~-~-n.oc .•. ·-~·-··-~---~·M .. 

19 A. Yes, I see that. 19 Q. Okay. If you understood that Mr. Gasich 
20 Q. And what was your understanding with 20 wasn't a shareholder of Zenergy. and he wasn't 
21 regard to Mr. Wilding's statement "It's like we 21 an officer or director of Zenergy, what did you 
22 won the lottery but cannot cash in the ticket for 22 understand his position to be with respect to 
23 a few weeks"? 23 Zenergy? 
24 MR. ROSENBURG: Objection, foundation. 24 A. As a consultant. And that's - ifs 
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1 common. I work with many consultants to - with 1 

Page 199 
retain Diane Dalmy post merger to help assist in 

2 companies or directly with the CEO. It's kind of 2 documents that are necessary from our end once we 
have completed the merger to avoid any loss In 
momentum. Let me know your thoughts. Thanks, 

3 one or the other. 3 
4 Q. Right. 4 
5 A. So it was not uncommon. 
6 Q. And in this case you didn't really work 
7 with the CEO, you worked with Mr. Gasich? 
8 A. Exactly. 
9 Q. Now, after the merger agreement was 
10 consummated and the merger became effective, 
11 what role, if any, did you have as an attorney 
12 for the surviving company? 
13 A. The agreement that I had was to provide 
14 all of these transactional services, including the 
15 share exchange agreement and the name change with 
16 FINRA. 
17 
18 

My understanding was that I would continue 
on as counsel to work with them filing their 

19 disclosure statement with OTC markets or 
20 pink sheets then, but I was fired. I was pretty 
21 much let go immediately after the transaction 
22 closed. 
23 Q. And who let you go? Who told you you were 
24 fired? 

5 Bob." 
6 And then the next day Mr. Wilding forwards 
7 that to you saying 11Zenergy wants to hire you, 
8 Diane. Send Bob whatever you send out to new 
9 clients." 

10 A. Uh-huh. 
11 Q. Do you see that? 
12 A. Yes. 
13 Q. Do you recall receiving this email from 
14 Mr. Wilding Indicating that Zenergy wanted to 
15 hire you post merger? 
16 A. No, I don't, but it didn't last long. 
17 Q. Okay. Did you have any subsequent 
18 discussions with Mr. Luiten, Mr. Gasich or 
19 Mr. Wilding regarding the provision of 
20 legal services by you to Zenergy post merger? 
21 A. Welli yes, I believe so. It was to 
22 work on the name change and the symbol change 
23 and to move on to pink sheets with a disclosure 
24 statement. 

Page 198 Page 200 
1 A. I believe it was Mr. Gasich. I'm not 1 Q. So I guess my question to you is was 
2 100 percent sure, but I'm pretty sure. 2 there something that occurred after your receipt 
3 Q. And what position, if any, did Mr. Gasich 3 of this email from Mr. Wilding where somebody said 
4 have with the merged company? 4 to you hey, Diane, we really want to limit what 
5 A. He remained a consultant. 5 you're doing in this case to the name change, 
6 MR. HAYES: Could you mark this as 6 the disclosure statement, and you're not going to 
7 Plaintiff's Exhibit 40, please - 41, please. 7 represent the company on anything else? 
8 (Plaintiff's Deposition Exhibit 8 A. I don't recall the day of that 
9 No. 41 marked for 9 conversation or the actual date, I should say, 
1 O identification.) 1 O of that conversation, but it was pretty close to 
11 BY MR. HAYES: 11 the final consummation of the transaction. 
12 Q. So Exhibit 41 Is an email or I guess a 12 And I was totally, I don't know, for 
13 couple of emails, and it's Bates labeled DAL 158. 13 better words blown away that I was terminated 
14 And the top email is from Mr. Wilding 14 because they told me I had provided good services. 
15 to you dated 6/1/2009. And the subject is 15 I have no idea what their reasoning was, but I was 
16 "Zenergy/PDGT," correct? 16 terminated. 
17 A. Yes. 17 Q. So, I mean, when you received this email, 

·· 1 B-- -- Ct· ·And·then that-email-it appears-Mr;·Wilding · 18 - Exhibit-41 rit-was-your understanding.that.going ... 
19 is forwarding you the earlier email between him 19 forward you were going to continue to provide 
20 and Mr. Gasich dated May 31, 2009; is that fair? 20 legal services to the surviving company? 
21 A. Yes. 21 A. That's, typically, yes, with many of my 
22 Q. Okay. And then it says - the first 22 clients. And In these circumstances I don't 
23 email says from Bob Gasich on Sunday, May 31, says 23 recall this email, but yes, I was of the complete 
24 "Scott - I just spoke to Luiten. He would like to 24 understanding that I would remain as counsel to 
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2 a. So at some point after this, somebody 
3 contacts you and says Diane, your services aren't 
4 going to be needed any longer? 
5 A. Just like that, yes. 
6 Q. And you don't remember exactly who that 
7 was? 
8 A. I believe It was Robert Gaslch, yes. 
9 Q. And tell me as best you recall what did 
10 Mr. Gasich tell you? 
11 A. He said that we're no longer going to use 
12 you, and I recall - I do recall this conversation 
13 because I was very upset. 
14 And I said why? And he said well, it has 
15 nothing to do with the quality of your services, 
16 we're just going in a different direction with 
17 different counsel. 
18 I can tell you now why I surmise that 
19 might have happened. 
20 Q. And why Is that? 
21 A. I was asking a lot of questions. I 
22 wanted a lot of documents on their business 
23 operations. I wanted to see every contract. I 
24 told them I wanted to see every -- each and every 

1 press release that went out. 
Page202 

2 When I represent my client, I try to get 
3 as involved as possible. And I don't know. I 
4 thought everything was fine, and then I was fired 
5 just like that. 
6 Q. And when do you think that occurred? 
7 A. The firing? 
8 Q. Yes. 
9 A. Well, I know what the SEC has in its 
1 O statement or complaint, which I disagree with. 
11 You said August. I believe It was mid June. 
12 Q. Okay. 
13 A. I'm not positive, but I do believe. 
14 Because I remember it was so close to having just 
15 done all of this work. 
16 Q. And your first opinion letters is written 
17 in connection with this case were mid June 2009. 

"1S-· ··A--·so-itwas-righhfter-thaHhen~ ........... · · · · · ·-.. -
19 Q. Right after your first opinion letter? 
20 A. Yes. 
21 Q. And you were shocked and surprised by the 
22 firing? 
23 A. Yes. 
24 Q. Angered? 
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1 A. Upset. 
2 Q. And it upset you --
3 A. Well-
4 a. - in part, because you thought you were 
5 being diligent in asking for this information? 
6 A. I was upset on two fronts. 
7 Q. Okay. 
8 A. One, because I had just - and I think you 
9 need to understand who I am and what I do. 
10 I assist my clients. I'm here ethically 
11 and morally to the best of my ability to represent 
12 my clients. 
13 And if they can pay me, if they can't 
14 pay me, I stick it out. I have several thousands 
15 of dollars in receivables. 
16 And I was upset that I went to this 
17 extent in representing this company, even though 
18 it wasn't their legal fee, but Paradigm, and 
19 ended up getting compensation in the form of 
20 shares, which I did not want. And then agreed 
21 to go ahead and represent them further, and then 
22 just get arbitrarily dismissed without any 
23 explanation. 
24 Q. And although they didn't explain this 

Page204 
1 to you, you surmised that the reason that you 
2 were being fired was because you were demanding 
3 information, specific information? 
4 A. I was asking for a lot of information, 
5 and I - that thought crossed my mind. I don't 
6 know if it was relevant, but that's what I thought 
7 then. 
8 I thought they didn't want to work with me 
9 because I was asking for too many documents. It 
10 just - that was a thought. 
11 Q. And, however, you did continue to provide 
12 service, legal services? 
13 A. Well, I finished up with the name change, 
14 and then no, that was it. 
15 Q. Well, and then you provided numerous 
16 opinion letters to people? 
17 A. Well, those opinions were paid for by 
-18· -the-respective.shareholders .. ..AndJ.actually_ .. " . . . . .. 
19 called up, and I do believe I spoke with 
20 Mr. Luiten asking if It was okay that I provided 
21 opinion letters on behalf of these shareholders 
22 for Zenergy. 
23 Q. And so Is that why In these subsequent 
24 opinion letters you refer to yourself as special 
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1 counsel to Zenergy? 
Page 205 

2 A. Yes, for a better - lack of 
3 identification. 
4 a. Okay. Did it concern you at all - I 
5 mean, in connection with providing the subsequent 
6 opiniqn letters, you had to rely on information 
7 or you were relying on information provided to you 
8 by the company, correct? 
9 A. Yes. 
10 Q. And when I say company, I mean Zenergy, 
11 the surviving entity, correct? 
12 A. Uh-huh. Yes. 
13 Q. Yeah. Did it concern you at all that on 
14 the one hand in mid June you had been fired as 
15 counsel for Zenergy, and you believed it may have 
16 had something to do with you demanding information 
17 from the company? 
18 Did that concern you at all when you were 
19 providing the subsequent opinion letters to people 
20 in which you had to rely on information provided 
21 by the company? 
22 A. No, because the basis for the opinions 
23 were already established in the first opinion, 
24 and I thought there were also, you know, other 

Page 206 
1 reasons. 
2 I do have a home office, and some clients 
3 don't necessarily like that after they get to a 
4 point in their development, and I understand that. 
5 That could have been another factor. 
6 I - it was never said. These are my 
7 surmise-ations as far as why I was fired. 
8 a. But it didn't occur to you that maybe 
9 since you were fired for asking for information, 

1 O that maybe the information that you had been 
11 provided might be unreliable? 
12 MR. ROSENBURG: Objection to the form. I 
13 think it mischaracterizes her testimony. 
14 A. That never crossed my mind. 
15 BY MR. HAYES: 
16 Q. When I say you had been fired for asking 
17 for information, what I meant by that is you 

· 18- · believe·that may· have·been·one of· the· reasons why. 
19 you were let go? 
20 A. It was in connection with drafting the 
21 information statement. And, again, it was just --
22 it was a thought. It was a thought just as much 
23 as I have a home office, maybe they don't like 
24 that. I was baffled. 
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Page207 a. And the information statement you're 
referencing, that was the information statement 
that Paradigm filed after the merger? 

A. That Zenergy filed with -
Q. I'm sorry, Zenergy filed after the merger? 
A. With pink sheets, yes. 
Q. And you helped prepare that information 

statement? 
A. No. I had absolutely no role in that I 

had absolutely no role In the preparation of any 
of the press releases that were distributed or 
disseminated by Zenergy. I didn't even know that 
they had been released. 

Q. But you were - at some point you were 
asking for Information from Zenergy with the 
expectation that you might be preparing -

A. Yes. 
a. - the information statement? 
A. Yes. That was gearing up. 
Q. But it never happened? 
A. Right. Nothing ever happened. 
a. Because when you asked for that 

information, rather than give it to you at 
some point, you were terminated after that? 

Page208 
A. That's -- yeah. Whether the two are 

interrelated, I don't know, but that's what 
happened. 

Q. Ms. Dalmy, we've talked about some of 
these. And I just want to put some of them in 
front of you and ask them - ask you to verify 
that you prepared these. And these are some of 
the opinion, Rule 144 opinion letters. 

MR. HAYES: So if you could mark that as 
Plaintiff's Exhibit 42. 

(Plaintiff's Deposition Exhibit 
No. 42 marked for 
identification.) 

BY MR. HAYES: 
Q. All right. Ms. Dalmy, can you identify 

Plaintiffs Exhibit 42? 
A. Yes. 

· · Q, "-Whatis.it?·-·· , 
A. It's the opinion that I wrote. 
a. It's one of them?. 
A. The first one. 
Q. It's dated June 12, 2009? 
A. Yes. 
Q. Okay. And in there were some errors in 

800.211.DEPO (3376) 
EsquireSo/utions.com 



DIANE DISHLACOFF DALMY, ESQ. 
SEC vs. ZENERGY INTERNATIONAL 

1 this opinion letter, correct? 
2 A. Errors? 

Page 209 

3 Q. Some inaccurate information, correct? 
4 A. Could you please identify what you mean? 
5 Q. Sure. So, for instance, on the first 
6 page there, the second sentence, It says 
7 "The Zenergy Debt is evidenced by and reflected 
8 in the financial statements of Zenergy as of 
9 June 2006 ... 11 Do you see that? 
10 A. That's an error. 
11 Q. That's wrong, correct? 
12 A. Yes. 
13 Q. "As at June 2006, Zenergy and Gaslch 
14 verbally agreed and established that Zenergy Debt 
15 could be convertible at Gasich's sole option into 
16 shares of common stock of Zenergy at 
17 $0.0001 percent per share.11 Do you see that? 
18 A. Uh-huh. 
19 Q. And In that statement 11As at June 2006, 
20 Zenergy and Gasich verbally agreed," that's 
21 incorrect, right? 
22 A. No - well, the date is incorrect. 
23 Everything else is correct. It was April 2008. 
24 a. There was no verbal agreement as of 

June 10, 2014 
209-212 

Page 211 
1 ls it your testimony you didn't send this opinion 
2 letter dated June 12, 2009. to Pacific Stock 
3 Transfer, Inc.? 
4 A. It wasn't the final opinion that I sent. 
5 Q. Okay. 
6 A. I do recall sending them a draft opinion 
7 asking to talk about it. 
8 Q. You sent Pacific Stock Transfer, Inc., a 
9 draft opinion? 
10 A. Yes. Well, I don't recall. I mean, I 
11 do recall that - because at times if I am 
12 familiar with the transfer agent - and I am with 
13 Pacific Stock, I know them, I know the people who 
14 work there. 
15 And I don't recall if I specifically did 
16 it, but at times I have· sent drafts of opinion 
17 letters to the transfer agent letting them know 
18 that, you know, this is coming, give this a 
19 cursory review. Do you think you need other 
20 material in order to issue the shares? 
21 Q. And is it your testimony that that's what 
22 happened here with respect to this -
23 A. I can't recall. 
24 Q. All right. On the second page if you 

1 June 2006? 
Page 210 Page 212 

1 look at that first paragraph, it identifies the 
2 A. No. 
3 Q. Okay. So that's inaccurate. 
4 If you look on page 2, paragraph number 2 
5 at the bottom, it says "In connection with this 
6 opinion, I have examined the following: Number 2, 
7 Board of Director Resolutions of the Corporation 
8 dated June 3, 2009:11 

9 And then "(v) approving the issuance of 
10 the aggregate of 840,000 shares11 of Zenergy -
11 "of common stock to the Assignees." Do you see 
12 that? 
13 
14 
15 
16 

A. Yes. 
MR. ROSENBURG: You know, I don't see it. 

Where is it? 
MR. HA YES: Page 2, little - paragraph 2~ 

17 MR. ROSENBURG: Yes. Okay. 
·· ·18 ·BY·MR:·HAYES:--·-··-----·-------·-··· · ··--------··-·-· .. · 

2 assignees that this opinion letter relates to. 
3 A. Yes. 
4 Q. And the first one is Downshire Capital; 
5 is that right? 
6 A. Yes. 
7 Q. And that's Mr. Ryan's company, correct? 
8 A. Yes, it is. 
9 Q. Okay. And 2 is Skyline Capital 
10 Investments, correct? 
11 A. Yes. 
12 Q. And that's Mr. Wilding's company? 
13 A. That's correct. 
14 Q. And then number 3 is Sigma Consulting 
15 Group, Inc.; do you see that? 
16 A. Yes. 
17 Q. Do you know who owns an interest in that 

.. ·18· ·company?-.,, ____ . ··-·--·-- .. . . -···-··- .. --~--- . . . 
19 Q. And that's in error too, right? It was 19 A. No, I don't. 
20 on - 20 Q. Number 4 is Romero Kiep or Kiep, K-i-e-p. 
21 A. Yes, I believe this was a draft. And I 21 A. Uh-huh. 
22 believe at the time I was having computer problems 22 Q. Do you know Mr. Kiep? 
23 with saving drafts, so I recall that. 23 A. No, I don't. 
24 a. So you don't think you actually sent - 24 Q. And number 5 is Kymberly Nelson; do you 
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1 see that? 
Page 213 

2 A. Yes. 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
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22 
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Q. Kymberly Nelson was Mr. Gasich's  
 at the time, did you know that? 

A. No, I did not. 
Q. And Javorka Gasich, did you see that? 
A. Yes .. 
Q. That's number 6 there, Roman numeral VI? 
A. Right. 
a. She has the same last name as 

Mr. Robert Gasich, correct? 
A. Yes. 
a. Do you know what relationship, if any, she 

had with Mr. Robert Gasich? 
A. I don't recall, but that was certainly one 

of - related to the affiliate definition. 
Q. Okay. So is that something you looked 

into? 
A. Yes, but I don't recall who she was or 

what. 
But I recall that when I saw her on the 

initial list, that that was one of - that's, 
again, one of the reasons why we had our 
multiple conversations of the definition of 

1 affiliate. 
Page214 

2 Q. And so you investigated to determine out 
3 whether - to determine whether Ms. Javorka Gasich 
4 was a relative of Robert Gasich? 
5 A. I didn't even know Javorka was female or 
6 masculine, but I recall asking about--you know, 
7 telling him about affiliate status. 
8 Q. So regardless of whether it was a she 
9 or a he or you understood whether it was a he or 
10 a she, did you try to determine whether or not 
11 Ms. Javorka Gaslch was a relative of Bob Gasich? 
12 A. To make sure that this person wasn't his 
13 spouse or living under the same roof. 
14 Q. Okay. But did you make a determination? 
15 Did you investigate - so you did investigate 
16 whether-
17 A. I asked, yes. 
18 Q. Okay. 
19 A. Yes. 
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1 A. Mr. Gasich. 
Page 215 

2 Q. And did you - Mr. Gasich apparently told 
3 you that Javorka Gasich was not related to him, 
4 did you believe that? 
5 A. I - yes. I believed everything that 
6 people tell me. 
7 Q. Except Mr. Wilding, right? 
8 A. Towards the end with Mr. Wilding, because, 
9 yeah, he just - at the beginning, no, I 
1 O completely trusted him. Of course, I ascertain 
11 to the best of my ability the truthfulness of 
12 statements. 
13 But no, I trusted him until the end when, 
14 you know, he was just so flagrant. 
15 Q. It didn't occur to you at all that maybe 
16 Mr. Gasich was lying to you when he said that 
17 Javorka Gasich and he bore no relationship to 
18 each other? 
19 A. No. It never occurred to me that 
20 Mr. Gasich was lying ever. 
21 Q. Do you know anybody else with the last 
22 name Gaslch? 
23 A. He apparently had an extended family was 
24 my understanding. 

Page216 
1 Q. Well, right. So my question is didn't It 
2 occur to you, if you had that understanding, that 
3 one of these people, In particular Javorka Gasich, 
4 might be related to him? 
5 A. Well, I assumed it was a relationship, 
6 yes, but he had an extended family. That's- he 
7 said he had an extended family. 
8 Q. All right. So you knew, then, that 
9 Javorka Gasich was a relative of Mr. Gasich? 
1 O A. By virtue of the last name somehow. 
11 Q. Yes. Okay. So at the time that you 
12 prepared your opinion letter, it was your 
13 understanding that Mr. Gasich and Javorka Gasich 
14 were relatives in some form or fashion? 
15 A. Yes. Yes. 
16 Q. And did that concern you at all about 
17 whether it was appropriate to issue a Rule 144 
18 opinion letter with respect to the assignment of 
19 shares from Mr. Gasich to Javorka Gaslch? 

. 20 ... __ Q •... And.what.were. you.told.'L ........ ··-···-· .. . 20 ...... ~8.L.J.iM§\Jfil!lern.~e.r,J!9~~, __ gQ~.m:.i:rJ!l'.!9._. ____ ·····--- . 
21 A. I was told that none of these people are 
22 related. These are people who all performed 
23 services. 
24 Q. Okay. And who told you that? 

21 affiliate status as far as in relationship to 
22 holding shares and telling him that no one could, 
23 again, live In the same household as him holding 
24 shares or be an officer or director as far as the 
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1 definition of affiliate. 
Page 217 

2 I don't recall any specifics about 
3 discussions regarding Javorka. 
4 Q. Okay. The next one is Nenad Jovanovich. 
5 Do you see that? 
6 A. Uh-huh. Yes. 
7 Q. Do you know who Nenad Jovanovich is? 
8 A. No, I don't 
9 Q. Did you make any inquiry before you 
10 agreed to write an opinion letter on behalf of 
11 Nenad Jovanovich to determine who that person was? 
12 A. That they were all, again, assignees who 
13 had performed and provided services to Zenergy and 
14 weren't going to be compensated. 
15 Q. What services did you understand that 
16 Nenad Jovanovich provided to Zenergy? 
17 A. Nothing specifically in relationship 
18 to any individual person. 
19 But in terms of the group - and this 
20 is quite common as far as assignment of debt 
21 whenever this has been a part of a transaction. 
22 And that Is that you've got a number of five. six, 
23 seven people who have provided services, and this 
24 Is how they're compensated. So this wasn't odd to 
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financiers. the administrative people, the 
Page 219 

managerial, technology, IP. 
Q. And if, excuse me - but with respect to 

this particular transaction, you don't know what 
specific consulting services any of these 
assignees provided? 

A. No, not specifically. 
But as a group I was told these people are 

the Individuals who have provided considerable 
amount of - this quote/unquote considerable 
amount of services to Zenergy uncompensated for a 

12 period, quite a period of time. 
13 Q. And if these assignees hadn't completed 
14. their consulting arrangements with the company, 
15 would that affect the holding period that applies 
16 under Rule 144? 
17 A. No. I would presume that many of them 
18 were still engaged In such capacity with an 
19 ongoing relationship. 
20 Q. Isn't it fair to say, though, that if 
21 the convertible debt or securities are going to be 
22 provided as compensation for consulting services, 
23 that the consulting services would have had to 
24 have been fully provided before the -

Page218 
1 me. 1 A. Well, certainly there has to be 

Page220 

2 Q. Okay. So in your practice it was not 2 consideration. So whatever those unpaid, 
3 unusual for you to see that people would be 3 earned consulUng fees were, that's what 
4 listed as consultants for issuers and receive 4 constituted the consideration as far as this 
5 assignments of stock in compensation for their 5 debt as far as acquiring the Interest of this 
6 consulting services? 6 debt. 
7 A. Not unusual. 7 Do they still continue on in such 
8 Q. Okay. In fact, it was something that you B capacity? Probably. 
9 see frequently? 9 Q. So did you have an understanding as to 

10 A. I wouldn't say frequently, but it's 10 whether or not the amounts of the assignments here 
11 something - it's a factor that if I'm approached 11 reflected consulting services already provided or 
12 by a client, a private company, who is looking 12 consulting -
13 for a public vehicle to merge Into, I work with 13 A. They were provided, already provided, yes. 
14 brokers who have these companies, and there is 14 Q. And what was the basis for that 
15 always a litany of requirements as far as 15 understanding? 
16 deliverables, price, et cetera. And sometimes 16 A. The statement from Mr. Gasich that the 
17 convertible debt is definitely a factor for this 17 company owed these services - or owed this debt 

. "ta_ . .reason ...... "' -----·--~·~---·--··-· ··- . . ____ .. ~ ... ·- 18 for the services rendered. And I know Mr. Luiten 
19 Q. So the use of convertible debt to · 19·-was.atsoapprlse(foi thafas-far as tilis-opinloii' 
20 compensate consultants who are involved in 20 Q. How do you know that? 
21 reverse mergers is something that is customary 21 A. Well, I know he provided approval to a 
22 for your practice? 22 subsequent opinion, and as far as - I can't 
23 A. Yes, it is. Not only consultants, but 23 recall if he was a conversation. 
24 the web designers, the financiers -- not the 24 I don't believe I ever emailed him, so I 
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Page 221 
1 believe it was a conversation or - I mean, I just 1 
2 don't recall. 2 
3 MR. HAYES: All right. Could you mark 3 
4 this as Plaintiffs Exhibit 43, please. 4 
5 (Plalntiff s Deposition Exhibit 5 
6 No. 43 marked for 6 
7 identification.) 7 
8 BY MR. HAYES: 8 
9 Q. Ms. Dalmy, if you could look at 9 
10 Plaintiffs Exhibit 43 and let me know if you 1 O 
11 recognize this document. 11 
12 A. Yes. Ifs the opinion. 12 
13 Q. This is a subsequently dated Rule 144 13 
14 opinion prepared by you dated June 15, 2009, 14 
15 correct? 15 
16 A. Uh-huh. Yes. 16 
17 Q. And this relates to the same assignees 17 
18 that we just looked at in Plaintiffs Exhibit 42, 18 
19 correct? 19 
20 A. Yes. 20 
21 Q. This, however, contains some different 21 
22 information than Plaintiffs Exhibit 42, namely 22 
23 a description of the Zenergy debt? 23 
24 A. Yes. 24 
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A. No. It was just an error. I don't recall 

why I made the error. I made the error. 
(Discussion held off the 
record.) 

BY MR. HAYES: 
a. All right. Ms. Dalmy, if you could turn 

back to Plaintiffs Exhibit 38. 
A. Thirty-eight? 
Q. Yes. 
A. What was 38? 
Q. I'm sorry. It's the email dated June 4, 

2009, from Mr. Gasich to you. 
A. Yes. 
Q. All right. Do you have that? 
A. Yes. 
Q. Okay. It starts out "Diane, here are 3 of 

the 4 debt assignments ..• " 
A. Uh-huh. 
Q. Do you see that? 
A Uh-huh. Yes. 
Q. Okay. And this is an email from 

Mr. Gasich, correct? 
A. Yes. 
a. And Mr. Gasich, he was the holder of 

Page 222 Page 224 
1 a. All right. And this one, the second 1 the debt that ultimately was converted to shares, 
2 sentence, the first paragraph says "The Zenergy 2 correct? 
3 Debt is evidenced by and reflected in the 3 A. Yes. 
4 financial statements of Zenergy as of April 17, 4 Q. All right. So certainly Mr. Gasich, if 
5 2008." Do you see that? 5 anyone, would have an understanding of when that 
6 A. Yes. 6 debt was incurred, correct? 
7 Q. Now, I'm wondering what happened between 7 A. Yes. 
8 June 12, 2009, and June 15, 2009, to motivate you 8 Q. If you could look down at the bottom 
9 to change the date of the debt from June 2006 to 9 where he says "I believe we have the following 
1 O April 17, 2008? 10 open items:" 
11 A. Because that was the accurate date of the 11 A. Uh-huh. 
12 date the debt was Incurred. 12 Q. And number 2 there, he's asking you to 
13 Q. And what happened? I mean, did 13 prepare a copy of Zenergy's board of directors -
14 somebody tell you hey, Diane, you got it wrong on 14 I'm sorry. 
15 Plaintiffs Exhibit 42? 15 11Can you prepare a copy of Zenergy's board 
16 A. Yes. I believe that Exhibit 42 was a 16 of directors resolution ratifying the Zenergy Debt 
17 draft, and this Is the signed, finalized copy. 17 and terms thereof. If we don't have, we will need 

, .. J8 __ Q._0.kay •. _$~tQO,.JYJMt1~1hY9.l.l.PrnP.~~~-~ 18 . to prepare with current date but effective 
19 draft where the date ot the debt is June 2oos? . ·fa-· .M.ay"26oi:.·1r··bo"you seeTfiafi ... ,, .... -.. _·--·····-·---··· · 
20 A. Which was in error. 20 A. Uh-huh. 
21 a. Okay. An error caused by what? I'm 21 Q. 11 

... the date of the note. Please adjust 
22 trying to figure it out. 22 date on legal opinions." Do you see that? 
23 Did you at that time believe the debt was 23 A. Uh-huh. 
24 dated June 2006? 24 Q. Okay. So Mr. Gasich on June 4, 2009, is 
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Page225 
1 telling you that the date of the Zenergy debt, 
2 his Zenergy debt, is May 2007, correct? 
3 A. Yes, that appears so. 
4 Q. Okay. 
5 A. I mean. there was no note, so the date of 
6 the note 1--
7 a. Well, you ultimately - I mean, 
8 ultimately they prepared a backdated convertible 
9 note, correct? 

10 A. That assumes so. I had absolutely no role 
11 in drafting or preparing any such note. 
12 Q. Well, didn't you provide Mr. Gasich with 
13 the template for the note? 
14 A. At his request to utilize for future debt 
15 quote/unquote. 
16 a. Okay. And is it your testimony that 
17 neither Mr. Gasich or Mr. Luiten or anybody else 
18 provided you with a copy of that convertible note 
19 after it was prepared by them? 
20 A. I received a copy of that note. I have 
21 no idea when I received it, how I received it. 
22 I gave it to the SEC in my production of 
23 documents. but I had no knowledge of an actual, 
24 physical note. 

1 
Page226 

And my opinions never referenced any 
2 note, nor did I think there was a legal 
3 requirement to have such a note. And the share 
4 exchange agreement and other representations 
5 referenced debt. 
6 I made sure the conversion notices 
7 referenced debt. There was no note. as far as 
8 I was concerned, in my mind. 
9 a. Okay. So but at some point Mr. Gasich or 
10 somebody provided to you a copy, a written copy, 
11 of a convertible note that indicated that the 
12 Zenergy debt that was going to be used for 
13 conversion was dated in April of 2008. 
14 A. I was apprised of that date well before 
15 any note that was ever provided to me that I 
16 don't recall ever receiving. 
17 Q. But you do recall that there were -
18 there was such a note prepared that indicated 
19· '"ftieaate-of Gasicn'S·aeot·w1tnzenergywar··--· ·--
20 April 2008? 
21 A. Say that again, please. 
22 Q. I thought you said you indicated you 
23 know that you did receive a copy of a written 
24 convertible note at some point that reflected --
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Because I gave it to the SEC. I have 
Page227 

A. 
no idea how I received that, when I received that, 
who sent that to me. who prepared it. I have no 
Idea. 

And when I look at that note, it's not -
it's my template, but it's not my note. 

Q. When was the first time you realized that 
you had this note in your files? 

A. When the SEC asked for production of all 
of the documents. 

Q. As part of the original Investigation? 
A. Uh-huh. And I gave it to you, yes. 

Uh-huh. 
Q. So in connection with - so sometime after 

receiving the SEC's Investigative subpoena In this 
matter, you did a review of your files? 

A. Yes, I did. Every email that I had, 
everything on my hard drive as far as documents 
that I had saved because I didn't have my box, and 
I sorted every email. 

And so what I did is I printed out 
every email that I could find, and then organized 
everything, and then when I sent It off, there it 
was. 

Q. 
Page228 

And so were you shocked when you saw it? 
A. Yeah. 
Q. Where did this come from. right? 
A. Yeah, what the hell pretty much. But I 

gave It to the SEC because it was there somewhere, 
I don't know, in one of those emails. 

Q. And before that you had never seen this 
document? 

A. No. There was no note. I am so emphatic 
about that. And I'm so upset about that. 

Q. Why? Why are yoli upset? 
A. Because I don't ever backdate anything. 

They backdated that note and they used me. 
Q. Well, somebody provided it to you, right? 
A. I don't know who did, but if I drafted 

that note, and I have drafted notes that have 
evidence debHn the past. I draft convertible 

18 notes that evidence debt that's occurred now. And 
~19···-1·h·ave·whereas·c1auses·irrall·of·my·notes·that 

20 state this debt was Incurred because of this 
21 
22 
23 
24 

wire received by this company for this reason for 
working capital purposes. I would have put for 
debt that was incurred 2 years ago. 

This note evidences debt that was incurred 
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1 for this reason on this date as evidenced by 
2 whatever. My notes are thorough. 
3 And that template, it was a template that 
4 I provided at their request to help them out for 
5 future debt. 
6 Q. And at the time you provided that template 
7 to them, you, ·1 think, indicated you had already 
8 been apprised that the Bob Gasich debt was dated 
9 in April of 2008? 
10 A. I don't recall the timing of that, but 
11 I recall discussing the debt In detail with 
12 Mr. Gasich and then looking at financial 
13 statements that were for April 2008 that he said 
14 evidences the existence of this debt, and this 
15 debt still exists. 
16 And thafs when I put it in the share 
17 exchange agreement and in board resolutions as far 
18 as trying to make sure that I had every officer 
19 and director signing off acknowledging this debt 
20 and the fact that it existed. 
21 
22 
23 
24 

Q. And so when Mr. Gasich subsequently sent 
you an email dated June 14th - or June 4th, as we 
see in PX 38, asking you to prepare a board 
resolution ratifying the debt with a date of 

June 10, 2014 
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1 letters that you prepared where the debt 
2 referenced is a $30,000 convertible note? 
3 A. There was no note. 
4 a. Okay. Well, convertible debt. 
5 On how many prior occasions or other 
6 occasions have you prepared Rule 144 opinion 
7 letters using $30,000 convertible debt, 
8 convertible debt in the amount of $30,000? 
9 A. Well, I don't recall, but the error is 
10 clear it's not the amount of the debt, but the 
11 date. 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

So I could have used some template that 
just had that date in there. I don't know. I 
don't know why or how I made that error on that 
opinion. It was a draft. 

And the opinion that was finalized was 
this opinion that is signed by me, and that 
specified the date as of April 17, 2008, and 
has the factors listed on page 3, "Assignee shall 
be deemed to have the shares held in excess of 
one year from the date of April 17th" and the 
assignees. 

But that is the date that I was apprised 
of as far as Gasich telling me that was the date 

1 May 2007, the date of the note. 
Page 230 Page 232 

1 the debt was incurred and at the same time had a 
2 A. I have no idea what he meant there. 
3 Q. · So what did you do when you got this 
4 instruction from Mr. Gasich? 
5 A. I drafted my board resolutions that did 
6 not refer to any note and that referred to a 
7 debt as of April 17, 2008, or at least I say 
8 April -- I don't recall, but April 2008. 
9 Q. Okay. And so then when you prepared 
1 O the - subsequently prepared nine days later or 
11 eight days later the June 12th opinion letter 
12 saying that the date of the debt was June 2006 --
13 A. That was --
14 a. - where did that come from? 
15 A. Maybe quite possibly a template, because 
16 I don't draft these all anew. I will use a prior 
17 opinion. 
18 And this was a draft. And I - it was an 

· -· ----~·- 19--··etror:~-- ..... · · ........ · ·· ·· · 
20 Q. So in preparing these Rule 144 opinion 
21 letters, you use a template? You start with a 
22 template? 
23 A. Yes, I do. And --yes. 
24 a. And so how many other Rule 144 opinion 

2 verbal agreement with the company to convert. 
3 Q. Okay. So I guess let me understand that 
4 the two - that the sources for your understanding 
5 about the date of the convertible debt held by 
6 Mr. Gasich were, one, Mr. Gaslch himself? 
7 A. Yes. 
8 Q. And, two, April 2008 financial statements 
9 for Zenergy? 
10 A. Yes. I saw those. And the fact that 
11 board resolutions and the share exchange agreement 
12 as far as representations. 
13 Q. But you prepared those? 
14 A. Yes. 
15 Q. You prepared those -
16 A. Based on -
17 a. - based on representations from 
18 Mr. Gasich? 
19 . .,A,, Yes,~thatwere-reviewed ·and-signed-off·--···- ... -.. -··· 
20 by everyone. 
21 Q. And based on these April 2008 Zenergy 
22 financial statements? 
23 A. Uh-huh. 
24 0. Is that right? 
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1 A. Yes. 
2 Q. And other than Mr. Gasich's 
3 representations in the April 17th - or the 
4 April 2008 financial statementst you had no 
5 other information regarding the date of the 
6 convertible debt held by Mr. Gasich? 
7 A. No. That was it. 
8 Q. Okay. And the financial statementst 
9 the April 2008 financial statementst you no 

Page233 

1 O longer have because they were In the box that was 
11 destroyed In the flood? 
12 A. Well, we - we have them. I don't have 
13 them personally. 
14 Q. Okay. Have you seen them recently? 
15 A. Yes. 
16 Q. When's the last time you saw them? 
17 A. The other day. 
18 a. Okay. Was that In connection with the 
19 preparation from -
20 A. Yes. 
21 Q. With your counsel? 
22 A. Uh-huh. Uh-huh. 
23 a. And so - but you hadn't received it -
24 you received them in connection with this 

June 10, 2014 
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1 No. 44 marked for 
2 identification.) 
3 BY MR. HAYES: 
4 Q. Ms. Dalmy, could you identify Plaintiffs 
5 Exhibit 44? 
6 A. This is an opinion. 
7 Q. And this is a Rule 144 opinion dated 
8 June 15, 2009t that you prepared, correct? 
9 A. Yes. 

Page235 

1 o Q. And this one was prepared in connection 
11 with the assignment of shares from Mr. Gaslch to 
12 Mr. Cammarata, correct? 
13 A. Yes. 
14 MR. HAYES: Could we take a break. I need 
15 to get a stapler. 
16 THE VIDEOGRAPHER: Off the record at 
17 3:57 p.m. 
18 
19 
20 

(Recess taken from 3:57 p.m. to 
4:09 p.m.) 

THE VIDEOGRAPHER: Back on the record with 
21 tape number five at 4:09 p.m. 
22 MR. HAYES: Could you mark that as 
23 Plaintiffs Exhibit 45, please. 
24 (Plaintiffs Deposition Exhibit 

Page234 
1 litigation? 1 No. 45 marked for 

Page 236 

2 A. Yes. I believe they were on the CD of 2 identification.) 
3 the SEC production of documents to me that I 3 BY MR. HA YES: 
4 couldn't open any documents. 4 Q. Ms. Dalmy, if you could take a look at 
5 Q. Okay. So how do you - then did you - 5 Plaintiff's Exhibit 45, which is -- the cover 
6 A. And I was working on this, you know, this 6 page there is an email or two emails actually. 
7 was the weekend I designated. And I emailed 7 And then attached are several documents 
8 Mike MacPhail very upset that I could open no 8 relating to the June 15th Rule 144 opinion 
9 documents on the CD from the SEC. And I said I'm 9 letters that you wrote that we looked at earlier. 
1 O specifically looking for the April 2008 financial 10 Okay? 
11 statements. 11 A. Yes. 
12 Q. And then did Mr. MacPhail provide those to 12 Q. So the first - the bottom email on the 
13 you? 13 first page is an email from you to Scott Wilding, 
14 A. Yes, he did. 14 Bob Gasich and Vincent Cammarata cc'd dated 
15 Q. And you didn't look at any subsequent 15 June 16, 2009. Do you see that? 
16 financial statements of the company Zenergy? 16 A. Yes - no, wait. I'm sorry, June 20th? 
17 A. I don't recall. I mean, I don't 17 Q. June 16, 2009, the email from you. 
JIL.§P~Qifi~UY.!!~!~Lih~~~.r~.~ere, but I 18 .. A. Oht okay. Yes. 
19 don't specifically recall looklngatthose. _____ ....... -...... _. ··19·-·--· a:·-okay-:--Aniflfsays·"Attacned is.the. .. .. 

20 I do recall just saying so this debt still 20 Rule 144(b) opinion and the Rule 144 opinion for 
21 exists to Mr. Gasich. 21 your submission to the transfer agent with 
22 MR. HAYES: All right. If you could mark 22 supporting documentation." Do you see that? 
23 this as Plaintiffs Exhibit 44. 23 A. Uh-huh. 
24 (Plaintitrs Deposition Exhibit 24 Q. Is that a yes? I'm sorry. 
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1 A. Yes. 
Page 237 

1 
Page 239 

has a date and time stamp, the same date, same 
2 Q. Okay. And the Rule - just to clarify, 2 time. Do you see that? 
3 the Rule 144(b) opinion is the June 15, 2009, 3 A. Uh-huh. 
4 opinion relating to Mr. Cammarata, correct? 4 Q. Is that a yes? 
5 A. Yes. 5 A. Yes. 
6 Q. Okay. And the Rule 144 opinion is the 6 Q. Okay. And there's a few pages of your 
7 opinion relating to the other assignees, correct? 7 Rule 144 opinion letter with your signature page 
8 A. Yes. 8 at the end on the third page. 
9 Q. Okay. And you sent those opinions with 9 And then the 144{b) opinion letter, again, 
10 supporting documentation to Mr. Wilding, 10 same date and time stamp at the bottom. Do you 
11 Mr. Gasich and Mr. Cammarata so that they could 11 see that? 
12 provide them to the transfer agent, correct? 12 A. Yes. 
13 A. Yes. 13 Q. And it Includes pages 1, 3 and 5 of your 
14 a. And if you look up above, the email above 14 opinion letter. 
15 is Mr. Wilding sending the - your email with the 15 A. Uh-huh. 
16 attachments to Yvonne Mui. Do you recognize that 16 Q. Along with this signature - followed by 
17 name? 17 a signature page. Do you see that? 
18 A. No. 18 A. Yes. 
19 Q. Okay. ls Ms. Mui with a transfer agent? 19 Q. All right. And then attached there also 
20 A. She's not one I worked with. 20 with the date and time stamp is an April 7, 2008, 
21 (Discussion held off the 21 convertible promissory note. Do you see that? 
22 record.) 22 A. Yes~ 

23 23 a. Okay. This is a copy of the written 
24 BY MR. HAYES: 24 convertible promissory note between Mr. Gaslch 

Page 238 
1 Q. All right. Mr. Helms advises me I 1 and Zenergy, correct? 
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2 may have misspoke. 2 A. It appears so. 
3 The Rule 144{b) opinion is In relation to 3 Q. And this was a document that you 
4 the assignees other than Mr. Cammarata; is that 4 attached to your Rule 144 opinions and provided 
5 correct? 5 to Mr. Wilding and Mr. Gasich and Mr. Cammarata on 
6 A. That's correct. 6 June 16, 2009; isn't that correct? 
7 Q. And the 144 opinion is with respect to 7 A. I don't recall that at all. 
8 Mr. Cammarata? 8 Q. Because, in fact, your testimony earlier 
9 A. Yes. 9 was that-
10 Q. Okay. I'm sorry for that. 10 A. Yeah. 
11 If you look at the attachments to your 11 Q. - you didn't see this not until -
12 email, well. first of all. your email has got a 12 A. That•s true. 
13 stamp, a date and time stamp. on the front page, 13 Q. - after the SEC's investigation and you 
14 the first page, 2009/06/22, 8:57. Do you see 14 received a subpoena from the SEC? 
15 that? 15 A. Uh-huh. 
16 A. Uh-huh. 16 Q. Is that correct? 
17 Q. Okay. Do you recognize that date and time 17 A. That's correct. 
18 stamp at all? 18 Q. Okay. So do you have any understanding 

· -19-- -~A:., .. No:-uh~Uh·. · · .... ~ ... · · · · · 19'"·as to·how·this,note,became-appended-to-your.email. 
20 Q. Have you seen date and time stamps like 20 sent to Mr. Gasich, Mr. Wilding and Mr. Cammarata? 
21 that on other documents In the course of your 21 MR. ROSENBURG: I'm going to object. I 
22 work? 22 don't know if there's anything indicating that it 
23 A. No. 23 Is appended to her email, other than a staple to 
24 Q. All right. And then the next page also 24 it. 
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2 
3 
4 
5 

Q. Well, see on the cover page of her email 
where It says "Attached is the Rule 144(b) opinion 
and the Rule 144 opinion for your submission to 
the transfer agent with supporting documentation"? 

6 Is this the supporting - this is -
7 the convertible note is one of the pieces of 
8 supporting documentation, correct? 
9 A. I have no idea how this - because I 
10 didn't use this and I didn't rely on this. 
11 Q. And this is that form note - this Is your 
12 form, correct? 
13 A. Yes, It is my form. 
14 
15 
16 
17 
18 
19 
20 

Q. Okay. And the other piece of supporting 
documentation attached to this is the assignment 
of debt from Mr. Gasich to Skyline Capital and the 
conversion notice, correct? 

MR. ROSENBURG: Well, I'm going to object. 
Again, is it attached via staple or actually 
attached to the email? 

21 Because, again, I don't see anything 
22 indicating it was attached to the email. 
23 MR. HAYES: I'm going off the email, 
24 which - her email, which it indicates she's 

June 10, 2014 
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1 Q. Okay. It's clear here that you provided 
2 this document to Mr. Wilding and Mr. Gasich and 
3 Mr. Cammarata with a statement that says there 
4 "for your submission to the transfer agent," 
5 correct? 
6 A. Uh-huh. 
7 Q. So clearly In this instance you are 
8 operating outside your normal practice; is that 
9 fair to say? 
10 A. Yes. 
11 Q. And I wonder why what is. Why would you 
12 deviate from your normal practice? 
13 A. I don't know. I don't recall sending this 
14 email. I don't recall having any note. I didn't 
15 have a note on hard drive to attach as an exhibit. 
16 So I don't know why I would have sent this. I 
17 don't recall having discussions. 
18 But I had already provided my opinion 
19 letter directly to the transfer agent. 
20 Q. Oh, so this was in addition. So as of the 
21 time that you sent this email dated June 16, 2009, 
22 and identified as Plaintiffs Exhibit 45, you had 
23 already yourself sent your opinion letters 
24 directly to the transfer agent? 

Page242 
1 attaching the Rule 144 opinions to her email with 1 A. Yes. 

Page244 

2 the supporting documentation. 2 Q. Did you attach this ~ the documentation, 
3 MR. ROSENBURG: Right. But it doesn't say 3 supporting documentation, for your opinion 
4 that this is one of the pieces of supporting 4 letters? 
5 documentation that's attached. 5 A. I don't recall, but I certainly didn't 
6 MR. HA YES: It doesn't say that. And 6 attach any note. 
7 I guess the question is for Ms. Dalmy to answer 7 Q. What is your practice when sending 
8 whether she has any reason to believe that it 8 Rule 144 opinion letters to transfer agents? Is 
9 wasn't attached. 9 it to just send the letter or is it to send the 
10 A. I do have every reason to believe that it 10 letter and supporting documentation? 
11 wasn't attached, because If there had been a note, 11 A. No. It's typically to send the letter and 
12 A, I would not have a date of April 7, 2008, on 12 then wait to see what they request for supporting 
13 it, and I would have referenced such a note in my 13 documentation. 
14 opinion. 14 MR. HAYES: Okay. Would you mark this as 
15 BY MR. HAYES: 15 Plaintiffs Exhibit 46. 
16 Q. Okay. What document, what supporting 16 (Plaintiff's Deposition Exhibit 
17 documentation are you referring to in your - 17 No. 46 marked for 

. . . . ·- ·~- ~rn _ ,._A.!_"J_~QDl~.IJ.QW,!,J.9Qn~tI~Q~!t.!~!~-~m.~ll.. 18 identification.) 
19 nor why I wouldn't submit this directly to the "·~-"-"·~· "19-e'tMFf 'HAYEs:-·---.-- .. -·--M-~ .. ., ..... " 
20 transfer agent. 20 Q. Ms. Dalmy, Plaintiffs Exhibit 46 is a 
21 Q. Well, what is your practice? 21 series of emails between you and a Michael Cruz 
22 Is your practice normally to submit your 22 and others at Scottsdale Capital. Do you see 
23 144 opinions to the transfer agent? 23 that? 
24 A. Yes. Directly to the transfer agent, yes. 24 A. Yes. 
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1 Q. Okay. And the emaUs are dated June 1, 
2 2009; is that fair? 
3 A. Yes. 
4 Q. All right. The first email at the bottom 
5 half of the page from Mr. Cruz to you and cc-ing 
6 Joe Padilla and Andrea Bruno has a subject line 
7 "Paradigm Tactical Products -144 Legal Opinion 
8 (Downshire Capital and Kymberly Nelson.)" Do you 
9 see that? 
10 A. Yes. 
11 Q. It says 11Hi Diane, I am counsel for 
12 Scottsdale Capital, a registered broker-dealer. I 
13 understand you wrote the 144 opinion concerning 
14 the PTPC shares held by our brokerage clients 

June 10, 2014 
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1 Q. And the holding period begins at the time 
2 the consideration is paid to convert? 
3 A. To convert, yes. 
4 Q. Okay. However, if the debt when it arose 
5 contained a feature or provision or a term that 
6 allowed for cashless conversion -
7 A. Uh-huh, yes. 
8 Q. - then the holding period begins to run 
9 as of that date? 
10 A. At that time, yes. 
11 Q. Okay. And in the second area that he's 
12 got questions about relates to the affiliate 
13 status of Mr. Gasich. Do you see that? 
14 A. Yes. 

15 Downshire Capital and Kymberly Nelson. In order 15 Q. And he says "This one is easier. The 
16 to process our clients' sell orders, I am 16 question is whether you considered the affiliate 
17 requesting clarification with respect to the 17 status of Robert Gasich. I apologize if this was 
18 debt conversion and affiliate status of the 18 covered in your opinion." 
19 assignee, Robert Gasich." Do you see that? 19 And you respond to these two inquiries 
20 A. Yes. 20 on the same day. And your response is that email 
21 Q. · All right. So the first question he's got 21 that's right above, correct? 
22 Is regarding the convertible debt. Do you see 22 A. Yes. 
23 that? 23 Q. And you write "Michael - thank you 
24 A. Uh-huh. Yes. 24 for your call today. In accordance with our 

Page246 
1 a. And so if you could just review without 
2 me reading into the record what he writes there 
3 and just give me a summary of what your 
4 understanding is as to what he was asking for 
5 regarding the convertible debt. 
6 A. He was asking about the tacking period. 
7 Q. And specifically what was he asking about? 
8 A. I have to read this. Hold on. 
9 Q. Sure. 

1 dlscussion ... 11 
Page248 

2 Did you have a telephone discussion with 
3 Mr. Cruz at some point in between when he sent you 
4 this email and when you responded? 
5 A. I don't recall, but it appears so, yes. 
6 a. Okay. And you don't recall the context of 
7 that - or what was discussed during that 
8 conversation? 
9 A. No, I don't recall the conversation. 

1 O A. Well, he was asking about an amendment 1 O Q. Or who else was present? 
A. No, uh-uh. 11 to the verbal agreement, which there was no 

12 amendment. 
13 At the time the debt was incurred, there 
14 was an agreement at that time that it could be 
15 converted. And then he asked about the 
16 consideration. 
17 Q. So my understanding of what he's asking 
18 about is that in connection with Rule 144, 

· ·1·e-Wtliere-isaCieEfitiar0>as1s·'tflafls·r10t --- ·--
20 convertible at the time this debt arises, and 
21 it becomes convertible later by agreement, 
22 there's got to be separate consideration for that 
23 agreement to convert, correct? 
24 A Correct. 

11 
12 Q. Or participated? 
13 " .. .in accordance with our discussion, 
14 please be advised that Robert Gasich has not been 
15 during the past twelve months nor currently is an 
16 affiliate of Zenergy or Paradigm." Do you see 
17 that? 
18 A. Yes. 
·19· · Q; 'All tlght·-Now;tthink youreferred to .. ·-- ---
20 this email earlier In your testimony, correct? 
21 A. Yes. 
22 Q. And this was the email that you referenced 
23 and you said you got an Inquiry from a broker 
24 about its affiliate status, Mr. Gasich? 
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1 A. Right. 1 didn't rely on this note as far as my Rule 144 
2 Q. So in response to - after receiving 2 opinions. 
3 Mr. Cruz's email questioning Mr. Gasich - 3 Q. Well, you will agree with me that it 
4 whether - strike that. 4 does appear there was a convertible note that was 
5 In response to Mr. Cruz's email to you 5 prepared? 
6 inquiring about whether he considered Mr. Gaslch's 6 A. Yes. Yes. 
7 affiliate status, did you undertake any further 7 Q. All right. And you will agree with me 
8 inquiry to determine whether or not Mr. Gasich was 8 that your testimony Is that you mistakenly 
9 an affiliate? 9 referred in your email to a convertible note 
10 A. No. I had done that prior to the opinion, 10 as having been in existence evidencing the debt? 
11 and that was that Mr. Gasich was not an affiliate. 11 A. That Is true. I did not -
12 Q. Okay. And then the second part of your 12 Q. The two are just - it's coincidental, 
13 response is "And, as confirmation, the verbal 13 the fact that you made a mistake of referring to 
14 debt agreement is supported by a convertible note 14 the convertible debt or the convertible note and 
15 evidencing the debt." Do you see that? 15 the fact that there was, in fact, a convertible 
16 A. Yes, I see that. And this was part of 16 note? 
17 certainly my discussions with counsel. And I 17 A. It ts a coincidence, because I did not use 
18 don't know why I wrote thal It was an erroneous 18 a note. I didn't rely on a note. None of my 
19 statement. There was no note. And I didn't 19 documents regarding the debt refer to a note. 
20 reflect a note In any of my opinions. 20 And, again, I did receive a note; I don't 
21 And I was I know at the time working on 21 know from whom. I don't know why I would have 
22 a number of Rule 144 opinions, and I might have 22 sent this together with the opinion because it 
23 gotten this confused with another company. But 23 was not part of the documents that I reviewed. It 
24 that was a false statement. It was not an 24 was not part of the documents that I relied on in 

Page 250 Page 252 
1 accurate statement. 1 my opinion. 
2 Q. And so I guess is your explanation that 2 MR. HA YES: If you could mark this as 
3 you referenced the existence of a convertible note 3 Plaintiffs Exhibit 47. 
4 evidencing the debt in your email to Mr. Cruz, but 4 (Plaintiffs Deposition Exhibit 
5 that was just a complete mistake? 5 No. 4 7 marked for 
6 A. I believe so, yes, because I did not 6 identification.) 
7 use or rely on a note. I didn't draft a note. I 7 BY MR. HAYES: 
8 provided a template for a note. 8 Q. Ms. Dalmy, just a few questions about this 
9 And how this note Is attached to this I 9 document PX4 7, which is a series of emails between 
10 don't know, because I did not use a note. I 10 you and Mr. Gasich dated July 20, 2009. Do you 
11 didn't even know a note existed. 11 see that? 
12 Q. So is it your testimony that it's just 12 A. Uh-huh. 
13 merely a coincidence that you made a mistake 13 Q. And, again, just yes? 
14 by referring to a convertible note evidencing 14 A. Yes. Sorry. 
15 the debt, and the fact that there really was a 15 Q. The email from you to Mr. Gasich with 
16 convertible note evidencing the debt? 16 the subject Paradigm Tactical, you say "Bob -
17 A. But I didn't use this note. And I 17 responding to FINRA this morning regarding the 
18 didn't - I don't know why I told him this because 18 name change." 
19 I wasn't relying on a note. I didn't supply him 19 Is it fair to say as of July 20, 2009, 

··· ·20-- · Wlth·a-noteihatl'recall:···And·why·this·note·is-· · -··-- -20-~you-were,,stiU.representing.E?aradigm._atJeasL .,, . . __ ...... . . .. . 
21 attached to this email... 21 in connection with Its name change? 
22 Q. So is it just a coincidence that your 22 A. Just in connection with Its name change, 
23 mistake turned out to be true? 23 yes. 
24 A. Well, I had no role In this note, and I 24 a. Is there -- did anybody give you any 
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Page 253 
1 explanation as to why they wanted you to assist 1 

Page 255 
emails and research, but I didn't know if they 

2 with the providing legal services in connection 2 had changed that. I needed to confirm that 
information. 3 with the name change, but not other stuff? 3 

4 A. No. They - I had agreed to do the name 4 Q. Couldn't you have just looked up the 
web address before you responded to FINRA? 5 change for them. I had started the name change, 5 

6 and then that's when I was terminated. 6 A. Well, I wanted to confirm it. So this 
is -- it looks - I didn't know if they had 
changed their -

7 Again, I don't recall the actual date, 7 
8 but I was terminated very shortly after the 8 
9 transaction was finalized. 9 Q. It looks like you provided this 
10 Q. Sometime by mid June? 10 information to FINRA without this information, 

and then they came back and said we need this 
information. 

11 A. I would say around mid June, yes. 11 
12 Q. It says "They," they, FINRA, "stated that 12 
13 the company information was not 'complete.' This 13 
14 is the information I did not provide because I did 14 
15 not think the company had such information. Could 15 

And you're saying to Bob Gasich the reason 
I didn't provide it to FINRA is because I did not 
think the company had such information, correct? 

16 you please provide such information for the 16 A. Or such current information. 
a. Well, thafs not what you said. 17 company or confirm:" 17 

18 And then the three things you mention 18 A. Well, I mean, I was shooting off an email. 
19 are a fax number, an email address and a website 19 So surely I knew they had a fax number, they had 

an email address. I had been - I didn't know 
specifically the email address. And I knew they 
had a website. I wanted to confirm the current 
information. 

20 address. Do you see that? 20 
21 A. Yes. 21 
22 Q. And so as of July 20, 2009, you didn't 22 
23 know whether Paradigm Tactical had a fax number, 23 
24 correct? 24 a. Well, if that's the case, wouldn't you 

A. Do you mean Zenergy? 
Q. Yes, Zenergy. 
A. Uh-huh. 

1 
2 
3 
4 Q. Which Zenergy was the name of the 
5 surviving company? 
6 A Right. Right. 
7 Q. Actually, it's still called Paradigm at 
8 this point, correct? 

Page254 

9 A Okay, so Zenergy. It was new management 
1 O though, so for Zenergy - no, I wasn't really 
11 counsel to the company so. 
12 a. But the name of the company at this point 
13 in time, the surviving -
14 A. Is still Paradigm. We were in the process 
15 of changing it. 
16 
17 

. -18. 

Q. Okay. So you didn't know as of July 20, 
2009, whether Paradigm had a fax number? 

A .. No . 
19 Q. You didn't kno~-~i,;ther .. they.had· an 

20 email address? 
21 A. No. I needed to confirm all of that. 
22 Q. You didn't know whether they had a website 
23 address? 
24 A. No - well, I mean, I knew from the prior 

Page 256 
1 have -- wouldn't you have tried to confirm that 
2 information with Mr. Gasich before you responded 
3 to FINRA? 
4 A. I don't know the timing of this or ... 
5 a. Well, I'm using your words. 
6 A. Uh-huh. 
7 Q. And I'm trying to understand what you 
8 wrote. 
9 A. I don't-
10 a. You wrote "Bob, responding to FINRA ... " 
11 A. Uh-huh. 
12 a. That implies to me that FINRA contacted 
13 you and your - made an inquiry of you, correct? 
14 A. I believe they had a litany of questions, 
15 and there were certain questions that needed to 
16 be responded to. And this was probably some of 
17 the questions. 
18 a. And then you say "They stated," and I 
·19. assumC:fwheh"yolfsay-they·stated··-- ...... ····~ ·-· 

20 A. FINRA. 
21 Q. -you're talking about FINRA? 
22 A. Uh-huh. 
23 Q. FINRA 1'stated that company 
24 information11

- and I assume when you write 
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1 company information, you're referring to 
2 Paradigm? 
3 A. Well, the new Zenergy, uh-huh. 
4 Q. "They stated that company information 
5 was not •complete, in and you put quotes around 
6 that. So I assume from that that that was 
7 FINRA's word? 
8 A. Yes. 
9 a. Okay. "This is the information I did not 
10 provide because I did not think the company had 
11 such information." 
12 So what - the way I read that is that 
13 you provided some information to FINRA, but not 
14 the information contained in your email? 
15 A. Yes. 
16 Q. And the reason you didn't provide that 
17 information to FINRA originally was because you 
18 did not think that the company had that 
19 information? 
20 A. Well, I think that's an awkward way 
21 of writing my email, but of course the company 
22 had a fax number. I didn't know their email 
23 address. And I knew their website address. So 
24 I wanted to just confirm their current 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
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Ms. Dalmy, Plaintiffs Exhibit 48, do you 
recognize this document? 

A. Yes. 
Q. Okay. Now, the document has - what is 

this document, Plaintiff's Exhibit 48? 
A. It's my opinion. 
Q. It's an opinion letter that you wrote 

dated August 26, 2009, correct? 
A. Yes. 
a. And it's in relation to the assignment of 

shares to - do you know what? Why don't you tell 
me. 

What does this opinion letter dated 
August 26, 2009, relate to? 

A. These were shares that were, I believe, 
previously Issued to Mr. Wilding, who then 
advised me that he was transferring some of 
these shares to his friend. 

a. And who was his friend? 
A. I don't recall the Individual'$ name, but 

I know he wanted them In his company's name. 
Q. And what was the company's name? I'm 

sorry. 
A. Investing in Stock Market, Inc. 

1 information. 
Page 258 Page 260 

1 a. And was that - the individual's name, was 
2 Q. Well, you said "Could you please provide 
3 such information for the company or confirm." 
4 So that to me means - the way I read 
5 that is could you confirm - could you either 
6 provide this Information because I don't have it 
7 or confirm that it doesn't exist. 
8 A. No or confirm -
9 MR. ROSENBURG: I don't think there's a 
10 question pending. 
11 THE WITNESS: Oh. 
12 BY MR. HAYES: 
13 Q. Is that - isn't that a fair 
14 interpretation of what you wrote? 
15 MR. ROSENBURG: Object to the form and 
16 foundation. 
17 A. I was just trying to confirm the 

2 that Dale Baeten? 
3 A. I believe so. 
4 Q. And did you provide this letter directly 
5 to Wilson Davis & Company and Pacific Stock 
6 Transfer Company, as indicated on the first 
1 page of the exhibit? 

A. I don't recall. 8 
9 Q. Okay. If you can see up at the upper 
1 O right-hand comer of this document, there is 
11 kind of a stamp up there, Zenergy International, 
12 Inc., SEC File No. C-07707 WDCO 000691

11 and then 
13 that continues through WDCO 00089. Do you see 
14 that? 
15 A. Yes. 
16 a. Okay. Oh, I'm sorry, it actually finishes 
17 with 90. 

l~ .. Jnfo~~~~!~~~~l~k!~_f J~~~this as .. ·---· · ... · -}}·111arc~i~f~-~~e- 1~-~~-~~~~~-~~~-?.?~~.9-03 _is 

20 Plaintiff's Exhibit 48. 20 A. Yes. 
21 (Plaintiffs Deposition Exhibit 21 Q. All right. The first five pages of 
22 No. 48 marked for 22 the exhibit is your Rule 144 opinion letter, 
23 identification.) 23 correct? 
24 BY MR. HAYES: 24 A. That's correct. 
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1 Q. And on page 5 that's your signature, 1 Q. Okay. And this document if you go on the 
2 correct? 2 next page it's dated June 8, 2009. 
3 A. Yes. 3 A. Uh-huh. 
4 Q. And then the next several pages of this 4 Q. Is that a yes? 
5 document - well, let's start with the next page. 5 A. Yes. 
6 Is the Zenergy International, Inc., 6 Q. And that's Mr. Cammarata that signed that? 
7 convertible promissory note dated April 7, 2008. 7 A. Yes. 
8 Do you see that? 8 Q. Okay. And, again, is it your testimony 
9 A. Yes, I do. 9 that this document was not appended or included 

10 Q. Okay. Is it your testimony that in 10 as an attachment to your Rule 144 opinion letter 
11 connection with the provision of this opinion 11 that was provided to Wilson Davis & Company and 
12 letter to Wilson Davis & Company and Pacific Stock 12 Pacific Stock Transfer Company? 
13 Transfer Company, you did not attach this 13 A. I don't believe so. And it's not the 
14 convertible note? 14 board resolutions that I had drafted, because 
15 A. No, I don't believe so. Not at all. 15 I had no inclusion of a convertible note in the 
16 Q. Okay. Do you know how it-the Bates 16 whereas clause or in the board resolutions. 
17 label up at the top, WDCO 00078, indicates that 17 a. All right. And the next document is a 
18 it came from the files of Wilson Davis & Company. 18 11Zenergy International, Inc., Consent Resolutions 
19 Do you know how this convertible note 19 of the Board of Directors of the Company.• Do you 
20 might have gotten in their files? 20 see that? 
21 A. No, I don't. 21 A. Yes. 
22 Q. Okay. And so the next document is a 22 Q. And it says in the whereas - in the 
23 Paradigm Tactical Products consent resolution 23 second whereas clause, "Whereas, the Board of 
24 of the board of directors of the company. Do you 24 Directors of the Company acknowledges that a debt 

1 see that? 
Page 262 Page 264 

1 in the amount of $30,000 was incurred due and 
2 A. Uh-huh. 
3 Q. Is that a yes? 
4 A. Yes. 
5 Q. And Is this a document that you prepared? 
6 A. It's similar to a document that I 
7 prepared. 
8 Q. Okay. And this is a document that 
9 says, If you look at the •Approval and 
10 Ratification of the Share Exchange Agreement," 
11 it says paragraph 1, "The execution and 
12 consummation of the Share Exchange Agreement among 
13 the Company, Zenergy and Zenergy Shareholders 
14 be and hereby is approved and ratffied in all 
15 respects.• Do you see that? 
16 A. Yes, ldo. 
17 Q. And paragraph 2, "The Company be and 
18 hereby is authorized to assume the Debt and any 

2 owing to Robert Gasich ('Gasich') as of April 7, 
3 2008 (the 'Debf), which Debt has been evidenced 
4 by that certain convertible promissory note dated 
5 April 7, 2008, and the principal amount of 
6 $30,000 ... " Do you see that? 
7 A. Yes, I do, but, again, the resolutions 
8 that I drafted did not contain any reference to 
9 a convertible promissory note. 
10 Q. Okay. So is it your testimony that you 
11 did not prepare this document, this consent 
12 resolution, which is identified by Bates label 
13 In the upper right-hand comer WDC085 and 86? 
14 A. I prepared something very similar, but 
15 it referenced the debt, the verbal agreement. 
16 That was the language that I used throughout as 
17 far as board resolutions, the share exchange 
18 agreement, the opinion. 

. _ .1 ~ Q. And so you don't - your testimony is you 
20 ·cii~i'n~, p~e?ai-0-ttiTs-spe"Cfficcioci:frnenrr---·-·-·--·· -· 

- .. 19 ._.other. llabllitles as. set .fodh.inJhe .t.~rrn~. ~!'I~. 
20 provisions of the Share Exchange Agreement, and 
21 is further authorized to comply with the terms and 
22 provisions of the Convertible Note." Do you see 
23 that? 
24 A. This Is not what I drafted. 

21 A. I prepared something similar to that, 
22 but I didn't prepare a document that included a 
23 convertible promissory note. 
24 Q. All right. And so is it your testimony 
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that when you provided your Rule 144 opinion 
2 letter dated August 26, 2009, to Wilson Davis & 
3 Company and Pacific Stock Transfer Company, it 
4 did not include this consent resolution? 
5 A. No, I don't believe so. 
6 a. Okay. And then the next document Is 
7 assignment of debt. Robert Gasich is assignor 
8 to Skyline Capital. Do you see that? 
9 A. Yes. 
10 Q. And the next document is the notice of 
11 conversion. Do you see that? 
12 A. Yes. 
13 Q. And then there's a consulting services 
14 agreement, the last two pages of this document. 
15 Do you see that? 
16 A. Yes. 
17 Q. Were you aware that Mr. Baeten and 
18 Mr. Wilding had entered Into a consulting services 
19 agreement? 
20 A. No, not at the time. I was told this was 
21 a gift of shares. And that's why In connection 
22 with the opinion I listed the acknowledgment of 
23 gift of shares as an item that I relied on. 
24 Scott Wilding told me that he merely was 

1 giving some shares to his friend. 
Page266 

2 Q. Okay. So Is It your testimony that you 
3 were not aware of this document, this consulting 
4 services agreement, between Scott Wilding and 
5 Mr. Dale Baeten as of October 6, 2009? 
6 A. Yes, I was not aware of this. 
7 Q. If you were not aware of it then, you 
8 did not Include it as an attachment with your 
9 August 26, 2009, opinion letter to Wilson 
10 Davis & Company and Pacific Stock Transfer, Inc.; 
11 is that fair? 
12 A. I certainly don't recall providing that. 
13 Q. If you could take a look at your opinion 
14 letter again, page 3 of your opinion letter, 
15 WDCO 00071, ·paragraph 7 there, number 7, says 
16 that "In connection with this opinion, I have 
17 examined the following:" 

" J8" .. -,...., .. Ji4m!l~r .. ?..!~ 11T!}_E},.~~ls_no~ledgment of Gift 
19 of Shares dated August 7, 2ori9signecff>ya-· 
20 representative of Skyline." Do you see that? 
21 A. Uh-huh. Yes. 
22 Q. Okay. Did you actually receive an 
23 acknowledgment of gift of shares document? 
24 A. I drafted one and sent one to Mr. Wilding. 
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1 I don't recall if I received one back signed. 
2 Q. Well, it says that you have examined the 
3 acknowledgment -
4 A. Yes. 
5 Q. - of gift of shares dated August 7, 2009, 
6 signed by a representative of Skyline. 
7 So does that refresh your recollection 
8 that you actually saw a signed one? 
9 A. I would think so then, yes, If I - yes. 
10 a. Do you have a copy of this acknowledgment 

11 of gift of shares document? 
12 A. No, I don't. 
13 Q. Have you ever seen one since -
14 A. Well, I believe It was in that box of 
15 documentation. 
16 Q. Have you ever - other than -
17 A. And I don't recall if it was signed or 
18 not. I just don't recall that. 
19 a. Okay. Other than In that box of 
20 documentation that was in your house and 
21 destroyed by the flood, have you seen any other 
22 copy of an email of the acknowledgment of gift of 
23 shares? 
24 A. No, just the one that I drafted and I sent 

1 to Mr. Wilding. 
Page268 

2 Q. And did you draft that on your computer? 
3 A. Yes. I would have, yes. 
4 Q. Okay. So if you did, it should be on your 
5 computer, correct? 
6 A. Yes. 
7 Q. And have you produced it as part of the 
8 litigation in this case? 
9 A. Yes, I believe so. I've produced 

10 everything. 
11 a. Okay. Could you - I haven't seen it. 
12 And so if you could provide me with a copy of it, 
13 I'd appreciate it. 
14 A. Okay. I believe that that was done by 
15 Mike MacPhail. 
16 Q. Okay. Again, I don't recall seeing it. 
17 A. Okay. 
18 Q. But it's possible maybe I missed It, so 
"1~f l'U 10o1Cagain;and1f'you·could ·1ook·again. 
20 A. Uh-huh. 
21 Q. And I wonder at this point, you know, 
22 if it's -- we can'tget it off your computer 
23 anymore because your computer doesn't exist, 
24 correct? 
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MR. ROSENBURG: Well, objection, that 
2 mischaracterizes her testimony. 
3 BY MR. HAYES: 
4 a. Or you believe your computer doesn't 
5 exist? 
6 MR. ROSENBURG: That mischaracterizes it 
7 too. 
8 BY MR. HAYES: 
9 Q. Well, you believe your computer was 
10 destroyed? 
11 MR. ROSENBURG: I think that 
12 mischaracterizes it. 
13 MR. HAYES: Let the witness answer. 
14 MR. ROSENBURG: Well, I can make my 
15 objection. 
16 A. Because he was able to transfer over 
17 certain - actually. much of my hard drive as far 
18 as my computer documents. 
19 BY MR. HAYES: 
20 Q. Okay. So you -
21 A. So thars where, yeah, a lot of this -
22 Q. You believe a copy of your hard drive 
23 actually exists today? 
24 A. Well, I have this - I believe I have 

Page270 
1 this on my hard drive of my new computer when he 
2 transferred - was able to after my computer 
3 crashed transfer things over. 
4 Q. All right. 
5 A. He wasn't able to get everything. but 
6 I believe that this was one. 
7 Q. All right. So as part of Mr. Lamb's 
8 efforts to retrieve information from your old 
9 computer, he transferred some information to your 
10 new computer? 
11 A. Yes. He was able to retrieve 
12 substantially a large portion of the documents 
13 on hard drive. 
14 Q. All right. I'm going to ask you to 
15 preserve that computer. Preserve the document. 
16 I don't want to - I prefer you not open the 
17 document or do anything to the document that 
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1 and whether they're created. 
Page 271 

2 A. Okay. 
3 MR. ROSENBURG: Obviously she's not 
4 consenting to produce it. You could make a 
5 request and all. 
6 MR. HAYES: Right. I'm putting her on 
7 notice that I want it. 
8 MR. ROSENBURG: Sure. 
9 MR. HAYES: And if something happens 
10 to it that affects it, well, then we may have an 
11 issue. And I'm asking for a forensically sound 
12 image of what's currently on that hard drive. 
13 BY MR. HAYES: 
14 Q. Did you ever speak with Mr. Dale Baeten 
15 in connection with the August 2009 opinion letter 
16 you wrote for him? 
17 A. Yes. I spoke with him. 
18 Q. And did you actually meet with him? 
19 A. No. Uh-uh. 
20 Q. All right. How many times did you speak 
21 with him? 
22 A. Probably three or four. 
23 Q. And what did you guys discuss? 
24 A. The general opinion and the reason why he 

1 was receiving the shares. 
Page272 

2 Q. And what did he say? 
3 A. I believe he also told me that they were 
4 just being gifted to him by Scott. 
5 Q. Do you believe that or - I mean do you 
6 remember that or -
7 A. No, I don't recall specifically him 
8 telling me that. 
9 I recall Scott specifically telling me 
10 that. 
11 a. But you don't recall whether Mr. Baeten 
12 actually specifically told you that? 
13 A. No, I don't recall that. 
14 MR. HAYES: Would you mark this as 
15 Plaintiffs Exhibit 49. 
16 (Plaintiffs Deposition Exhibit 
17 No. 49 marked for 
18 Identification.) J8 __ W,Q_µ_l,g, .~~~.ct.!h.~ f!1eta~at~~!_!~~--~-~~-U'!'~.nt.. , 

19 A. Uh-huh. ~ ···19--·sY-MR'HAYES: ·--- · ---·--·- ·--··-···-- .. 
20 Q. And I would like a copy of your current 
21 hard drive to your computer so that I can 
22 Investigate what's on there, what's not on there. 
23 A. Okay. 
24 Q. And when these documents, if they exist, 

20 a. Ms. Dalmy, if you could take a look at 
21 Plaintiffs Exhibit 49, which is, again. a series 
22 of emails this time between you and Mr. Cammarata 
23 in December of 2009. 
24 A. Uh-huh. 
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3 Q. Okay. And from my review of the emails, 
4 it looks like Mr. Cammarata is asking you to 
5 prepare a Rule 144 opinion letter with respect 
6 to the shares that he obtained as a result of the 
7 merger. 
8 A. Yes. 
9 Q. Okay. And in your email in that first 
10 page dated December 15, 2009, to Mr. Cammarata 
11 states that "Vinnie - right now I am not providing 
12 ANY Rule 144 opinion letters. I am sorry - you 
13 have no idea what is going on in the industry 
14 right now and over the past two weeks I have made 
15 this decision.11 Do you see that? 
16 A. Yes. 
17 Q. What were you referring to? 
18 A. Just the difficulty of debt conversions, 
19 and the fact that I had decided I was not going 
20 to write anymore opinions regarding debt 
21 conversions. 
22 a. And what was the problem in the industry 
23 regarding debt conversions? 
24 A. Just the general tenor and the knowledge 
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1 3 full months had passed. 
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2 Q. And so is it fair to say that when you 
3 told Mr. Cammarata that you weren't going to 
4 write an opinion letter for him, he was upset? 
5 A. Yes, he was. 
6 Q. And that's kind of reflected in his 
7 response emails, correct? 
8 A. Yes. Yes. 
9 Q. And then ultimately you respond to 
1 O Mr. Cammarata on December 17, 2009, and that's 
11 the email at the top of the page. Do you see 
12 that? 
13 A. Uh-huh. 
14 Q. And you say "Vinnie - you have NO idea 
15 regarding the state of affairs In the industry 
16 involving FINRA and SEC. I am not going to write 
17 an opinion until I am satisfied that there are 
18 absolutely no issues regarding this company." 
19 And this company that you're referring to 
20 was the surviving company now known as Zenergy, 
21 correct? 
22 A. That's correct. 
23 Q. All right. And you say 111 am not going to 
24 risk my license. I am-reviewing everything. And 

Page 274 Page 276 
1 of the positions of the SEC and FINRA on debt 1 no - It won't take 5 minutes. It will take me 
2 conversion. 2 an hour to prepare and then be bombarded with 
3 Q. And what was - what were those - what 3 questions and requests for documentation from 
4 were those SEC opinions and FINRA about? 4 brokers and lawyers from brokerage finns, 
5 A. Well, just talking amongst people and 5 et cetera. I need to make sure that all is in 
6 understanding that the SEC does not like debt 6 order - and I am not sure it ls." 
7 conversion opinions. 7 What were you referring to there when you 
8 Q. Okay. And how did you learn that? 8 said 111 need to make sure that all is in order -
9 A. Speaking with other attorneys, with 9 and I am not sure it is"? 
10 brokers, transfer agents. 10 A. I don't recall. I don't recall. I just 
11 Q. And that was something that had - that 11 was going to go back. I mean, this was 3 months 
12 was news that - or information that you had 12 later from when I had written the last opinion, 
13 not known prior to, say, two weeks before writing 13 I believe, in September. 
14 this email? 14 And I just wanted lo make sure that this 
15 A. Oh, no. I was aware of all of this. 15 company was - everything was In order. I hadn't 
16 Q. Okay. So why is it that you wrote these 16 been counsel to the company. 
17 opinion letters for these other individuals, but 17 Q. Okay. And that's - I mean, it looks 
18 now you won't write one for Mr. Cammarata? 18 like to me when you made that statement I need to 

......... ····----~ ..... _A_._.J~Q.Qfl'l_recall. _J_j~~!!e~~-!!l~_t I . 19 make sure that all is in order and I'm not sure it 
20 was dragging my feet on this, and lwasn'f going· ·2tr· is;·1rseems·tcfmE!lh-anhat•s·-arralluslon-to·your · · · 
21 to just jump on it. 21 eartler statement that I'm not writing an opinion 
22 I wanted to make sure that there was no 22 until I am satisfied that there are absolutely no 
23 concern regarding affiliate status, that we had 23 issues regarding this company. 
24 a signed copy of his resignation, that 24 A. Right. Yes. 
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1 Q. Okay. And it says - and later you say 1 
2 I'm not sure it is. Were you -- were there issues 2 
3 about the company that - 3 
4 A. Oh, no, no. Just meaning that I hadn't 4 
5 had the time to, you know, ascertain - it had 5 
6 been awhile since I had worked with - looking at 6 
7 this company and worked with it, so I was - I 7 
8 needed the time to check that. 8 
9 a. Okay. And so you weren't aware at the 9 

10 time you were writing these emails to 10 
11 Mr. Cammarata of any specific Issues pertaining 11 
12 to the company that worried you? 12 
13 A. No. Not In general, no. 13 
14 a. And ultimately you did write an opinion 14 
15 letter for Mr. Cammarata, correct? 15 
16 A. Yes. 16 
17 Q. And that was dated December 28, 2009? 17 
18 A. I guess so. I don't... 18 
19 Q. I'm going to show this to you. I didn't 19 
20 make copies of It unless - 20 
21 MR. HAYES: Do you know what? Why don't 21 
22 we mark this as an exhibit. 22 
23 Can you mark this as Exhibit, what are we 23 
24 at, 50? 24 

1 MR. ROSENBURG: Yeah. 
Page 278 

2 (Plaintiff's Deposition Exhibit 
3 No. 50 marked for 
4 identification.) 
5 MR. HAYES: Can I see that real quick? 
6 BY MR. HAYES: 
7 Q. Ms. Dalmy, I'm going to hand you a 

1 
2 
3 
4 
5 
6 
7 
8 
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No. 51 marked for 
identification.) 

BY MR. HAYES: 
Q. Ms. Dalmy. Plaintiff's Exhibit 51 is a 

Page279 

copy of the answer that was filed on your behalf 
to the complaint in this litigation. Do you 
recognize the document? 

A. Yes. 
Q. Did you review this document before it was 

filed? 
A. I'm sure I did, yes. 
Q. And your, as a lawyer, you're under -

even though you don't do litigation, you 
understand that as a defendant In a lawsuit, 
you have an obligation to file an answer to the 
allegations in the complaint, correct? 

A. Yes. 
Q. Okay. And it's your obligation to make 

sure that you respond truthfully to those 
allegations? 

A. Yes. 
Q. Okay. And so certainly at the time you 

reviewed this document before It was filed, 
you wanted to make sure that your answers were 

truthful, correct? 
Page280 

A. Yes. 
a. All right. You certainly wouldn't want to 

file a document with the Court that contained -
A. No. 
Q. - false or inaccurate information? 
A. No. To the best of my ability, no. 

Whatever statements I reviewed would have been 8 document. It's not stapled. We'll have it bound. 
9 But it's one, two, three, four pages. It's got 9 accurate. 
1 O some fax traffic along the top that says page 2 
11 of 5 and then ends with page 5 of 5. I'm going to 
12 ask the court reporter to hand that to you. 
13 THE WITNESS: Thanks. 
14 BY MR. HAYES: 
15 Q. Is that a copy of the opinion letter you 
16 wrote for Mr. Cammarata? 
17 A. Yes. 
18 Q. Okay. And that's your signature on the 
19 last page? 

--20--.. --A.·-·ves.---· 
21 Q. All right. 
22 MR. HAYES: Would you mark this as 
23 Plaintiff's Exhibit 51. 
24 (Plaintiff's Deposition Exhibit 

~ESQUIRE 'fii::ifl/1 II (I l ll T I Cl N S 

10 Q. And so you satisfied yourself that the 
11 responses that - to the allegations in this 
12 complaint- I'm sorry. 
13 You satisfied yourself that the responses 
14 you gave to the allegations in the complaint 
15 contained in this answer were accurate, correct? 
16 A. Yes. 
17 Q. All right. As you sit here today, do 
18 you have any reason to believe that any of the 
19 responses in your answer are inaccurate? 
20 .... A:··wen~ no~-7\n'/responses'thatTstatecr--·-····· ··· 
21 were to the best of my ability accurate. 
22 Q. Okay. And you still believe them to be 
23 accurate today? 
24 A. Yes, I do. Yes. 
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1 Q. You have no reason to believe any of the 
2 responses are inaccurate? 
3 A. No. 
4 MR. HAYES: Okay. Could you mark this as 
5 Plaintiff's Exhibit 52, please. 
6 (Plaintiff's Deposition Exhibit 
7 No. 52 marked for 
8 identification.) 
9 BY MR. HAYES: 
10 Q. All right. Ms. Dalmy, Plaintiff's 
11 Exhibit 52 begins with a cover letter from your 
12 counsel, Mr. Rosenburg, to me dated March 28, 
13 2014. Do you see that? 
14 A. Yes. 
15 Q. And attached are two documents. The 
16 first is "Defendant's Response to Plaintiff's 
17 First Set of Interrogatories." Do you see that? 
18 A. Uh-huh. Yes. 
19 Q. And these are - when it says defendant's 
20 response, the defendant referred to is you, 
21 correct? 
22 A. Yes. 
23 Q. And these are your responses to specific 
24 written questions or interrogatories provided to 

Page282 
1 you or asked of you by the plaintiff, SEC, in this 
2 case, correct? 
3 A. Yes. 
4 Q. All right. And, again, the same questions 
5 with respect to your answers here. 
6 You understood that you, in providing 
7 these answers, had to provide accurate and 
8 truthful information, correct? 
9 A. Yes. 
1 O Q. Okay. And that the answers couldn't be 
11 misleading, right? 
12 A. rm sorry, what? 
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1 document called "Certification," correct? 
2 A. Yes. 
3 Q. And it states that under penalties of 
4 perjury - rm sorry. 
5 "Under penalties as provided by law, 
6 the undersigned, Diane D. Dalmy, certifies that 
7 the statements set forth in this instrument" -
8 And that instrument is your answer to 
9 Interrogatories, correct? 
10 A. Yes. 
11 Q. - "are true and correct, except as to 
12 matters therein stated to be on information and 
13 belief and as to such matters the undersigned 
14 certifies as aforesaid, that she verily. believes 
15 the sam~ to be true," correct? 
16 A. Yes. 
17 Q. And that's your signature? 
18 A. Yes. 
19 Q. Do you have any reason to believe that 
20 any of the answers that you provided in this 
21 Interrogatory response are inaccurate or 
22 misleading? 
23 A. Well; no, based on my certification, 
24 but I'm not - I'd have to review this. I don't 

1 recall the specific document. 
Page284 

2 Q, But nothing has happened -
3 A. No. 
4 Q. You're not aware of anything that would 
5 call Into question your answers to this - that 
6 you provided in this document? 
7 A. No. Uh-uh. 
8 Q. All right. And In then the next document 
9 Is Diane Dalmy's response to plaintiffs first 
10 request for production to defendant Diane Dalmy. 
11 Do you see that? 
12 A. Yes. 

13 Q. And that your answers could not be 13 Q. And this was your written response to the 
14 misleading? 14 SEC's request for you to provide written documents 
15 A. Right. Could not be misleading, no. 15 In the case or, I'm sorry, for you to provide -
16 Q. Did you review these answers before they 16 bad question. Strike that. 
17 were provided to the SEC on your behalf? 17 This document was your written response to 
18 A. I don't recall specific - I -- well, 18 the SEC's request for you produce documents to the 

.. __ .. ·-·- _1.9_,_ye.s •.. Ldict, _____ ··--"··-"·· ..... .. .. .. ····-·····-···-·-. -·".. 19 SEC, correct? 
20 a. Okay. That's your- · 2tf ... A. .. Ves: .. ·--· ··· · ·· ...... _ -·····-·----~·~··· ··- · 
21 A. Yes. 21 Q. All righl Did you review this document 
22 Q. What you're looking at is the .... 22 before it was submitted to the SEC? 
23 contained kind of at the end of this particular 23 A. Yes, I did, but I was leaving a lot 
24 document, but the middle of the exhibit, is a 24 of what was said in there up to my attorney. I 
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1 didn't understand everything that was in here. 1 
2 Q. Okay. But to the extent you had any 2 
3 questions about what was in this document that 3 
4 concerned you, you certainly could have asked 4 

June 10, 2014 
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Q. Okay. In the last 6 months, other than 

your attorneys, have you spoken to anyone else 
about this litigation? 

A. Not at all. 
5 your attorney, correct? 5 Q. Okay. What did you do to prepare for your 
6 A. Yes. 6 deposition today? 
7 Q. All right. And to the extent that you 7 A. I reviewed the complaint. I reviewed 
8 saw any information that was inaccurate or 8 my prior testimony. I reviewed the packet of 
9 misleading In this document, you corrected that, 9 documents that Mike MacPhail made copies of that 
10 correct? 1 O I had submitted. I reviewed - well, I attempted 
11 A. I would have, but I don't believe I had 11 to review the documents on the SEC disk. And then 
12 anything. 12 when Mike was able to forward some of those to me, 

13 Q. Okay. So certainly with respect, as you 13 I reviewed those. 

14 sit here today, you believed that the responses 14 
15 are accurate and complete? 15 

16 A. Yes. 16 
17 Q. All right. You don't believe anything is 17 
18 inaccurate or misleading? 18 
19 A. No. 19 
20 MR. HAYES: Okay. Could we just take a 20 
21 real short break. 21 
22 THE VIDEOGRAPHER: Off the record at 22 
23 5:09 p.m. 23 
24 (Recess taken from 5:09 p.m. to 24 

Q. Did you meet with any of your attorneys? 
A. Yesterday, yes. 
Q. Who did you meet with? 
A. I met with Mike MacPhail and then we 

videoconferenced in Howard. 
Q. Okay. And how long did that meeting take 

place? 
A. Two and a half hours -
Q. All right. 
A. - at the most. 
Q. What's the nature of your relationship or 

Page 286 Page 288 
1 5:11 p.m.) 1 what was the nature of your relationship back in 
2 THE VIDEOGRAPHER: Back on the record at 2 2009 with Mr. Wilding? 
3 5:11 p.m. 3 A. I didn't care for Mr. Wilding. He was a 
4 BY MR. HAYES: 4 business contact. 
5 Q. All right. Ms. Dalmy, when's the last 5 Q. Did you have any type of personal 
6 time you spoke or communicated with Mr. Wilding? 6 relationship with Mr. Wilding? 
7 A. Probably 2009 at the time that this 7 A. Oh, no. No. 
8 transfer of shares occurred. 8 Q. And you never met Mr. Wilding? 
9 a. All right. You haven't spoken or 9 A. I've never met him. I mean, he was odd 
1 O communicated with him in any way since - in 10 In some of his, as I recall, emails, but I've 
11 the last 6 months? 11 never, ever. 
12 A. Oh, no. No. 12 Q. Mr. Helms is going to get a copy of an 
13 Q. What about with respect to Mr. Gasich? 13 October opinion letter that you prepared or I 
14 A. No, not at all. 14 believe you prepared that I forgot to ask you 
15 a. Not - when is the last time you think 15 about. Let me see if I -
16 you've spoken with him or communicated? 16 MR. HA YES: Mark this Exhibit 53, please. 
17 A. Probably same time frame. 17 ' (Plaintltrs Deposition Exhibit 
18 a. All right. What about with respect to 18 No. 53 marked for 
19 Mr. Luiten, when's the last time you communicated 19 identification.) 

"' ·20 "w1tlfhim? .. .. . ~. 20· ·sy MR HAYES:· "' ' - ........ '" , - .. " '----- - - --

21 A. Definitely within the same time frame. 21 Q. Ms. Dalmy, is Exhibit 53 an opinion letter 
22 Q. What about with respect to Mr. Cammarata? 22 that you prepared dated October 20, 2009? 
23 A. I haven't spoken with him in well over 23 A. Yes, it appears so. Yes. 
24 6 months. 24 Q. And does this opinion letter relate to 
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1 shares of stock that relate to Charles Bennett? 

Page 291 
1 not Paradigm was a shell. Do you recall that 

2 A. Bennett, yes. 2 testimony? 
3 Q. Did you communicate with Mr. Bennett in 3 A. Yes. 
4 connection with this letter? 
5 A. Yes, I did. 

4 
5 
6 

Q, And you talked about reviewing press 
releases, right? 

6 Q. Did you ever meet with him? A. Yes. 
7 A. No, I did not. 7 Q. As far as you know, do those press 

8 releases exist anywhere today? 8 Q. And how many times did you talk with him 
9 on the phone? 9 A. Some of those exist. I don't believe all 

10 A. Three or four. 10 of them do but. .. 
11 Q. Okay. And what was the substance of those 11 Q. Where do some of those exist? 
12 conversations? 12 A. On the Internet. 
13 A. That he paid consideration for the 13 Q. And how would one find them on the 
14 shares, and that was the nature of our 14 Internet? 
15 conversation, and the fact that he needed an 15 
16 opinion letter. 16 
17 Q. All right. Ms. Dalmy, earlier at the 17 

A. I would just put In Paradigm Tactical 
Products as far as the name of the company. 
That's what I did when I conducted my search. 

18 very beginning of this deposition, you said that 18 
19 you wanted to supplement some of the answers that 19 

MR. ROSENBURG: Okay. That's all I have. 
MR. HA YES: Nothing further. 

20 you previously gave during your investigative 20 
21 testimony. 21 

THE VIDEOGRAPHER: Off the record at 
5:18 p.m. 

22 A. Uh-huh. 22 
23 a. Do you remember that? 23 
24 A. Yes. 24 

Pa_ge 290 
1 Q. Do you feel that you've done that today? 1 

2 A. Yes. 2 

3 Q. Is there any answers that you previously 3 

4 gave in your investigative testimony that you 4 

(Whereupon proceedings were 
adjourned at 5:18 p.m.) 

tmrl'BD STATBS DISTRICT COURT 

NOR"ruBRN DISTRICT Ol' ILLINOIS 

BASTBRN DIVISION 

5 don't believe have been adequately supplemented 5 :~;~:.AND BXCHANGB , 
I 
) 6 by your testimony today? 6 vu. Plaintiff, 

7 A. No. I just wanted to let you know that 1 !~~~y INTBRNAnoNAL, INc •• 

8 the sal.e or the sale of my shares of stock, that 8 

) No. 13 CV 05511 
I 
) 

9 I just did that arbitrarily on any given day. It 9 Thia iB to certify that l have read 

1 O was late In August. It could have easily been lo tho transcript of my dcpouition taken in the 

11 September. It could have been a year from now or 11 above-entitled c:auue by Dorlllyn Gordon. Certified 

12 from then. 12 Shorthand Reporter, on June 10, 2014, and that the 

13 I was not tracking any press releases. I u foregoing tranacript accurately atatos the 

14 had no Idea about any share price on the market. u quostiona aaJcod and tho answers given by me au 

15 And I sold a number of shares that were 1s thoy now appear. 

16 commensurate with the legal fees I felt I 16 

17 had earned. 17 

18 MR. HAYES: Okay. I don't have any 18 DIANE DISHLl\COPI! DALMY, BSQUIRE 

19 further questions. 19 

· 20· · ·· · MR~-ROSENBURG:-rn·be··very·quick-;-·-.-~- ·· --- ·20 · •.• .suhactibed.ancl.awom .. t.:.0 - .••••.•.. 

21 EXAMINATION 21 boforc me thio -- day 

22 BY MR. ROSENBURG: 22 of • · 201•. 

23 Q. Ms. Dalmy, earlier today you testified 23 

24 about efforts you made to determine whether or 24 Notary Public 
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I, Deralyn Gordon, a notaiy public within and 
for the CO\lllty of Cook and State of Illinois, do 
hereby certify that heretofore, to-wit, on the 
10th of June, 2014, personally appeared before me 
at 175 West Jackson Boulevard, SUite 900, Orlcago, 
Illinois, DIANE DISHIACOFF DAIMY, Esquire·, in 
a cause now pending and lllldetennined in the 
United States District Court Northern District of 
Illinois Bastem Division, wherein Securities and 
Exchange Catmission is the Plaintiff, and Zenergy 
International, Inc. , et al. , are the Defendants. 

I further certify that the said witness was 
first duly sworn to testify the truth, the whole 
truth and nothing but the truth in the cause 
aforesaid; that the testirrony then given by said 
witness was reported stenographically by me in the 
presence of the said witness, and afterwards 
reduced to typewriting by CaiqJUter-Aided 
Transcription, and the foregoing is a true and 
correct transcript of the testimny so given by 
said witness as aforesaid. 

Page296 
I further certify that the signature to the 

foregoing deposition was not waived by counsel for 
the respective parties. 

I further certify that the taking of this 
deposition was pursuant to Notice, and that there 
were present at the deposition the attorneys 
hereinbefore mentioned. 

I further certify that I am not counsel for 
nor in any way related to the parties to this 
suit, nor am I in arrt way interested in the 
outcome thereof. 

IN TESTIMONY WHEREOF: I have hereunto set rrrJ 
hand and affixed my notarial seal this 18th day of 
June, 2014. 

~ ~ 
Notary Public, Cook ·County, Illinois · ·· -· · 
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scott Wilding 

From: . . 
Date: Surr~. ~ 17, 2009 a:~ PM· 
Tot· ;. <liqulcfmvestorsorg@~pro.net> 
S,qbjecl: ~v.-CG1" 

E>iaffe-

Please 1$1 tiJ8 RnoW·if this is pmper fldw chart f~f debt ci>nve~~. ~·l"tlaw ~ thJs tormai in the-pa~ 
~ b~e t!e)lt·EJfuo.ooodlQ tttat is t;Onvertibte at ~vatu~ :Robert~ (~t·tin 'Oftioia:.ot (llrectot but 
10~+-o.wMij-~ ~ 12tnc.i.tths. ~you Rfease"Sq~.me a ~Y af·a19fan<!.ard ~bktn9{efQr 
m.Y .r:eview.-lhao~ · · 

-j Will~ 86$1il) 0Je.~1U1hj! foll9wlh's!.lnaMcluais.wh9_ «iii1 Sett. ta eonv~rt {l)lo fi'6e·~ng:Stocsc 

1. 49,00~.-etto ~to j<y~ ~eJsO,i }$49.00) 

2. ~st~.000 ~fOJal'or{ql Gaslch~~l 
3. ~~~000 ~dr$lo ~~d ~ovlcht~09) 

"' 49..»«o.Q® ~a(.e!(to bla#la--~10~9.oCj) . 
: 6: '1.0Mlmon ~~~~lf.e~·IJlQ; ($.'1QOO) 

a.., ~n~·fo ~~ DaJrnr~); . 
1. a7.B Mlllfon ·s~mS..to ~Hrht{~) 

tt 11.~qn eh@~WVtnceflt~1a;($.1~1 · 
9. ,~ 18ari SliaieSVlCffpkran!js LLO l$1'3QO) . . 

1(>. ~·Miilran ~~ ,fQn ffi l.atql&J$ ($2Sanl. . 
'f1: ACOJ< 6h9res t& Romero Kldft($40) 

l wtil~f9t1jpa.<Jebt ~~ng-thA'foUOWinQ ~'flith ~·of1h.e a.~ lndlvid~~ 

Notice of Conversion . 

. The undersigned hereby irtevacably elects to convert $1000.00 · 
intp·ffO,QPO,OQO) teQ rniPion .share$ of c.ommon stock of Zener.gy 
·lriternationat Inc. (~omps"ysi) according to.conditlbns ·set forth iR 
such oomryio.n ·stock ~rtificate. .as of ttie d.~te written b.~low_. 

If ·Shares are to be iss.ued in fl:ie name :sf a per.son. or entitY other 
than the undersignfKI, 1be under.s.igned Will pay al[ tran$fer. and 
other taxes and· charges payable Wrth respect thereto: 

t0/3/2010 

.•. . : 



. . ... ·' 

I 

Date of Canversicm: May • 2009 . 

~plieable Conversion Price: $.0001 
. . 

Shan!sare to be i:eaislered in theiolfowirte name: 

·N1;11ne~ Down~h;-re ~pitat. 1.nc. 

Page2 of3 

Address: 1980 Snerb~o~e$t~, Suite 111.0; ~H 1 Ea* Mamff'flal;:. 
Quebec · · 

Downshlre·C'i:lPjtal>- tnc. 
ITM!ID ~ . . . . 

· . 

Assi·gn·ment 0;f Debt 

Robert Gasich 
·("A'Ssignor") 

DQWl1$fi{re CapJtat, Inc. ("A$·sign.~~l 

Tti~S ASSIGNMENT tn~de ~ts_ day of May,. 2009 ~y .and between 
Rob~rt Gasi~h ("AsSlgnQr:>') and oownshlre Qlpita~ Jnc,.. \Ass1gnft~") 
~A . 

Witn;ssetb, that:fpr·vt)l.wabl~ c;onslderatton· in band. af ,Sigoincance 
recetv~d "'Consultl"g ,Services" by. the. ASslgn'e iri st)pp0rt·of the· 
AA;lgnor, re~fpt of W.hicf) ·~~eby .i$ .a¢kn~wledqed;. . 

10~12010 

j .. 

·. 

.. 



I 
I . 
r· 

·page3of3. 

The As~jgnor hereby assigns ar:ad trartsfers· to Dewnshfre Capital# Inc. 
$1:000.00 of assignable debt ~f Zenergv Intem~ional, Im::: •. (sucG.eSsor 
to P.ar.ad.igm Tactl~I Solutit;>ns, Inc;.), held beneficially and of record by 
the AsSignot. 

lN WITNESS WHEREOFF, the Assignor has executed this ASsi.Qilm~nt 
· an 'the day aAd-year first above .written. . 

. . 
= TIJis assignment i~ without ·recourse tq the ~~ignee~ 

Rf)bert Gastch 

f~tgnor? 

D.i)wnshir-e Capital; Inc. · 

. {"A,Ssigli~~, 

.A Goeid~~f!~Go:«.~ye; Se8¥ciugsfn du5t:2.£astSteps! 
, . . 

. 10/312DI<J 
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Message 

From: 

Sent: 
To: 
Subject: 

exactly •. 

Liquid Investors Organization (llquidlnvcstorsorg@accesspro.net) 

5/19/2009 4:37:53 PM 
Diane Dalmy 

Re: ZEN/PDGT 

-- Orlg[m~l Message -· -

~~~nt!!tf!l!:~!!!!~f~:iiiY;_~_;;_· .'.jJ~i::::i;~il!~({t!o:'.r;,;;;'~· ·:::>iiV· ~·1i; 
To:. 'Liquid lhvestors Organization• 
sent{T~esday, May 19, 200911:42 AM 

Subje~{ RE: ZEN/PDGT 

Scott':' I r(!view~d. and yes, as we discusse_d Jhe,proced~re is acc;eptable, Robert Gas_ich a$o an affiliate needs to assign a 
pQrtion· .of ti~s ~e,bt t<>the individuals below. The individuals then elect pursuant to notice of conversion to convert the 
deb[Sometransfer agents may -wanuo isstie restrictea shares because: that' s'What they are essentially. However> vo.1J 

th~nJollow. up ,tbe:odginal issuan<:~ W,Jtha Rule ~44(b}-qpinlonJetter $tating the facts and that~he shares can be issued 
or re-issued with.out the· legend~ It dep.ends on the: transfer a~.~ht'as to whether st~p one actually needs to .be done so 
that~he;ppinlon 'references a share certificate ot'js we can Just move to step two wt~l:l issuance.of a certificate. wlthput 

th~ r.4!$inetive leg~nd .. I auach a _c~nveriJbl~:note th~t .. '-Just prepared for another client. We would also need board 
resolutf~hS· reflecting'.fh~t 'debt w~1s· irtturred ~s Of cerf~in'date with:tonve•rttble terms established; convertible note 

· issued to reftectthat_debt, corporate.acknowled~m~otof det:>t and ,issuance of note and further acknowledgment of 
receipt of.notices to convert and subsequent issuance of shares. 

Diane 

Fro~: Liquid Investors Organization [mallto:liqufdlnveStorsorg@accesspro.net) 
Sent: Monday, May 18, 2009 1:55 PM 
To:.Diar:ie Dalmy 
Subject: Fw: ZEN/PDGT 

Diane-
Please let me know·if-this is proper flow chart fot debt:conversion, as I have used this format in the past. 
We'.h~\le,d~bt of $3(.),000,00 that Is convertible ·t:t~.par Yeilue. Robert Gasich (not an officer or director but 10%+ owner) -
aged' ovef.12 months. Will you plea~e send.me ~ ·copy. Qf a standard convertible note for my review ... Thanks. 
·I wifr,then assign the Hebflo the:follo~ing~indi\l.iduals who will elect:to convert int<>: free trading stock: 

. 1. 49,00D,_OOQ ~hare~ to Kymberly NE!lson ($4900) 
· · -·-· --Zt.49~000,000.Sbares.to.Ja\iorka.Gaslcb..(SASJJP} __ :_ .. ~---. __ .... ______ .----·-- .. , .... 

••· ... --.-..... -~--- -~•· ·r-<-'~ , .... ~._,_v_.,,..,. __ •.. ,., ,.,.. •. ._~--------- ....... __ ""W""':'" __ ~·~ ~. ·-

3. 49,000,ooo Share~to Nenad'J.ovanovich ($4900) 

· 4. 49,ooo;ooo Shares to Diana BozoV1c:($49'oo) 
5.10 Million Sharesto DownshireCapital~:lric. ($lOOO) 

6. 4.Mlllf<m Shares tO:Dian~ Dalmy ($400) 
7. 37.6 Million Shares to Skyline ($3760) 

8. 13 Million Shares to Vincent Camarata ($1300} 

Confidential DAL010463 



Case: 1:13-cv-05511 Document#: 90-5 Filed: 11/13/15 Page 2 of 3 PagelD #:2618 

9. 13 Million Shares VLC Holdings LLC ($1300) 

10. 26 'Million Shares to Jon R. Latorella ($2600) 

11. 400K Shares to Romero Kiep ($40) 

I will assign the debt using the following documents with each of the above individuals: 

Notice of Conversion 

The undersigned hereby irrevocably elects to convert $1000~00 into (10,000,000) 

ten million shares of common stock of Zenergy International, Inc. ("Company") 

according to conditions set forth in such common stock certificate as of the date 

written below. 

If sh~re~s are, to:'be issued in the· name· of a person or:entity,other than the 
urtdersjgn·eil, the· undersigned will pay a II transfer ari:d·other taxes and i~harges 

payal:>l'~,.Witft--fespect thereto. 
Date 9fto~var~ion~.··Mav· ,.··2009 
ApplJc.a~le"1©'arinrerslcrt'Pr.ice~· $.~OOQl 
Sh~re.,~:are~~p:b~r,~~gi~!~r,ed.J.'l.the,.folfo~ing,name: 

.NariJ~:- po.w~:s~!te-G~pjt,ah_Jnc. 
Add~ess: i9:s<H~'herbroo.ke:St., Suite 1110, H3H 1.E8, .. Montreal, ·Quebec 

Downshire Cap.ftal, Inc. 
(TAXID ) 

A~'.sign.ment of Debt 
RobertGasich 

("Assignor") 

Downshire Capital, Inc. ("A§signee") 
THl$ AS~J@Nb'JENJ: n:\a.d~- tbis .·-· .. ·.· .. ·day of Ma.Vt 2()0~-,:by ~n,ql~ pet,ween Rob.ert 
c;asich ("A~si~f-lor") 9r\d:.J~)oW:nshire: Cgpltal, In.c.~ f'As~t~ne,e-")· 

7
=='<iA'·::-- , . . " . . . . .. .. . , .... ''. . 

Witm.esseth, thtatJe>r"laluamh;-consJderation in h~nd.:of .significance received. 
~ .. , ... -.. -·~- "C.PA$ .. ~l,t!Q9..;~£ii:o~~:_g,'ij;tl~A~!an ~~J!t su..12J2Pr!J?tfh~~~!~l9nor L!~c~.!P.!_.~!,_-... ---·-· .... " 

whigp··ner~byis.a~kn.owl.~.dg~d; 
The As~tgnprhereby assjgr)s and tran.sfers to De>wnshire .¢qpital, Inc: 
$1000:~·00 of assi~naole debt of Zenergy International, Inc. (successor to 
Paradtgm Tactical Solutions, Inc.), held beneficially:and of record by the 
Assignor. 

Confidential DAL010464 



Case: 1:13-cv-05511 Document#: 90-5 Filed: 11/13/15 Page 3 of 3 PagelD #:2619 

IN WITNESS WHEREOFF, the Assignor has executed this Assignment on the 
day and year first above written. 
This assignment is without recourse to the Assignee .. 

Robert Gasich 
(''Assignor") 

Do.wnshire Capital, I,nc. 
("Assignee") 

A Good credit Score Is 700 or Above. See Yours In Just 2 Easv Steps I 

No virus found In this incoming message. 
Chec"k,ed ~Y AVG - www.avg~com . 
Version: 8.5.33& I Virus Database: 270.12.33/2120 - Release Date: 05/18/09 06:28:00 

No virus found fr:t this Incoming message. 
Checked t>y AVG. - www.avg.com 
Versibn: 8.5.339 lVirus Database: 270.12~34/2122 - Release Date:.05i19./09 06:21.~00 
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Case: 1:13-cv-05511 Document#: 90-6 Filed: 11/13/15 Page 1 of 1 PagelD #:2~20 

Message 

From: 

Sent: 
To: 
Subject: 

diane, 

Liquid Investors Organizatlon[liquidinvestorsorg@accesspro.net} 

6/3/2009 3:39:30 PM 
Diane Dal my 

bob's debt 

since bob is an affiliate with zenergy (10%),not a director or control person do you see any violations of rule 
144 that could ever come back to haunt us .. 

Skyline Capital Investment.Inc 
President 
Scott Wilding 
954 5936622 
Uquidlnvestorsorg@accesspro.net 

No virus found in this incoming message. 
Checked by AVG - www.avg.com 
Version: 8.5.339 /Virus Database: 270.12.50/2150 - Release Date: 06/02109 06:47:00 

CONFIDENTIAL DAL000361 
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Message 

From: 

Sent: 
To: 
CC: 

Subject: 

liquid Investors Organization[liquidinvestorsorg@accesspro.net] 

3/19/2009 2:21:22 AM 
rfck@stockawarenessgroup.com; vince; jonl@lpsecuremall.com 
Daniel Ryan; Diane Dalmy 
the deal is off with naturally splendid 

hi everyone, 

the deal is off with naturally splendid,but we're still going to continue restructuring pdgt and 
merge a company into it. maybe it was best this didn't happen . .i will be email everyone a 
few companies tonight and tomorrow 

Hi Scott, 

He hasn't changed his mind. 

He is just getting push back from his investors. 

I spoke to him and Bryan about the PDGT structure. 

It is to harsh for their BOD to accept. 

We are at an lmpass that is going to be tough to overcome. 

I will send you another deal for PDGT. 

Cheers, 

Dan 

--· On Wed, 3/18/09, Liquid Investors Organization <liquidlnvestorsorq@accesspro.net> wrote: 

From: Liquid Investors Organization <liquidinvestorsorg@accesspro.net> 

Subject: craig hasn't responded to our calls or emails in 2 days.maybe he had a change of heart. 

To: "Daniel Ryan'' <firstsummitcapital@yahoo.ca> 
Received: Wednesday, March 18, 2009, 4:53 PM 

Skyline Capital Investment.Inc 
President 
Scott Wilding 
954 593 6622 
Llguidlnvestorsorg@accesspro.net 

CONFIDENTIAL DAL000257 



------..-~._..., ____ ......., ___ ,___~ __ , ___ ·----
Now with a new friend-happy design! Try the new Yahoo! Canada Messenger 

No virus found in this incoming message. 
Cttcckcd by AVG. 
Version: 7 .S.557 I Virus Database: 270.ll .18/2009 - Release Date: 3/18/2009 7: 17 AM 
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Message 

From: 

Sent: 

To: 
Subject: 

Liquid Investors Organization[liquidinvestorsorg@accesspro.net] 

3/6/2009 6:56:37 PM 

DianeDalmy 

Re: how's everything coming along? 

Yes, he already sent everything to FINRA and SEC .. Call him, here's his number Michael Cummings  
 

- Original Message -

L~t~w.;:~~~~~;~:ar~y~:'~~r~;;~~;;;~·~~f.~~;;fi!'(:'.;::·'.·:'.~;{;·;: 
To: 'Liquid Investors Organization' 
Sent: Frfday, March 06, 2009 12:49 PM 
Subject: RE: how's everything coming alonb? 

Does he know how to accomplish that? Doe she need assistance? That may take a while re FINRA. Should I call him .:. 
not sure if I have his number any longer because I thought he was sending an email with contact info. 

From: Liquid Investors Organization [mailto:liquidinvestorsorg@accesspro.net] 
Sent: Friday, March 06, 2009 10:48 AM 
To: Diane Dalmy 
Subject: Re: how's everything coming along? 

he's reverse splitting his stock .• unreal .. i will keep updated .. 

~-~~i~,!1,!'1e~~~9.~.:~ "'. _ . . . . ... 
j;!R~~P!~~~ Dalm·e:x~(;~~;~·;:~·:~::~·~~:~Y;:~~. :'/, ... 
To: 'Liquid Investors Oraanization' 
Sent: Friday. March 06, 2009 12:42 PM 
Subject: RE: how's everything coming along? 

Ok - thanks. Just keep me posted al your convenience. And as of today, I have not received anything from Michael re 
SEIN. 

From: Liquid Investors Organization [mallto:liquidinvestorsorg@accesspro.net] 
Sent: Friday, March 06, 2009 9:24 AM 
To: Diane Dalmy 
Subject: Re: how's everything coming along? 

no, that was for pdgt 
--· Original Message -
From: Diahe'Dalrriy 

-·-To: 'Liquid 'investors· Oraanlzatlon'" 
Sent: Thursday, March 05, 2009 2:57 PM 
Subject: RE: how's everything coming along? · 

Thanks for the confirmation. Also, I had had a conference call couple of days ago re issuance of further shares to achieve 
control block signatures. Do you know anything of this? And was your question below related to Michael re SEIN? 

CONFIDENTIAL DAL000270 



From: Liquid Investors Organization [mailto:liquidinvestorsorg@accesspro.net] 
Sent: Thursday, March 05, 2009 12:53 PM 
To: Diane Dalmy 
Subject: Re: how's everything coming along? 

pdgt is working on getting the last block of the control block .. they said they're getting it. dan is meeting with 
craig goodwin. ceo of naturally splendid which is merging into pgdt to go over their debt to convert into 
equity .. michael is figuring out his debt to convert.stay tune .. i am all over il 
- Original Message --
:f~Qti.i.(~18~~:.~~t~y;~~j~~~~fiii~S[t1~1~r,;~g\lU~J.~~~ff:1f!fil.*~~~~~p~}:-F;,; .~;;~;::;~ft"\:·:;·)!~,if~;T?~~:!!'~i1~Jf~g~~tt~~{~~~i~'1=~F£a 
To: 'Liquid Investors Organization' 
Sent: Thursday, March 05, 2009 2:49 PM 
Subject: RE: how's everything coming along? 

Scott - I am getting confused somewhat on these various companies. What is the status with Paradigm? And as indicated 
yesterday, I have hearrt anything from Michael re SEIN. 

Thanks for the update. 

Diane 

From: Liquid Investors Organization [maflto:llqufdlnvestorsorg@accesspro.net] 
Sent: Thursday, March 05, 2009 10:48 AM 
To: Diane Dalmy 
Subject: Fw: how's everything coming along? 

- Original Message -
~r?m: -~ia·u~d 1hy~sfo~ o.tqa~~at~~~~.:1;*j~1~'ff : .. ~?i{j~w;~\:) ~-
10: Michael Cummings 
Sent: Thursday, March 05, 2009 12:44 PM 
Subject: Re: how's everything coming along? 

$200,000 dollars worth. what's the problem with the TA? 
-·- Original Message ----
From: Michaei currimrngs'.;.~ ,.~ .. <~;::·.:::~~:aY~~~;,p· ·. · .·. · ~S~:::;:: ';' .. : 
To: 'Liquid Investors omanizau~~· · · · "'·" · · · · ·· ~ ._ ... · "· · 
Sent: Thursday, March 05, 2009 11 :40 AM 
Subject: RE: how's everything coming along? 

. ~ ·.... . · ... 
" 

Having some problems with the transfer agent also, how many shares do you need for the IR? 

. -·-,-~.From: .Liquid Investors.Organization [mailto:liquidinvestorsorg@accesspro.net]. _,.,. · 
Sent: Wednesday, March 04, 2009 8:24 PM 
To: Michael Cummings 
Subject: how's everything coming along? 

CONFIDENTIAL 
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Skyline Capital Investment.Inc 
President 
Scott Wilding 
9545936622 
Liquidlnvestorsorq@accesspro.net 

No virus found in this incoming message. 
Checked by A VG. 
Version: 7.5.557 I Virus Database: 270.11.8/1985 - Release Date: 3/5/2009 7:.54 AM 

No virus found in this outgoing message. 
Checked by A VG. 
Version: 7.S.557 I Virus Database: 270.11.8/1985 - Release Date: 3/512009 7:54 AM 

No virus found in this incoming message. 
Checked by AVG. 
Version: 7.5.557 I Virus Dntnbnse: 270.11.8/1985 - ReJense Dote: 3/512009 7:54 AM 

No virus found in this outgoing message. 
Checked by AVG. 
Version: 7.5.557 /Virus Databnse: 270.11.8/1985 -Release Date: 3/5/2009 7:54 AM 

No virus found in this incoming mesS(lge. 
Checked by AVG. 
Version: 7.5.557 /Virus Database: 270.11.8/1987 -Release Date: 3/6/2009 7:20 AM 

No virus found in this outgoing message. 
Checked by A VG. 
Version: 7.5.557 I Virus Database: 270.11.8/1987 - Release Date: 3/6/2009 7:20 AM 

No virus found in tJlis incoming message. 
Checked bv A VG. 
Version: 7 :s.557 I Virus Dntabnsc: 270.J 1.8/1987 - Release Date: 3/6/2009 7:20 AM 

No vims found in this outgoing message. 
Checked bv A VG. 
Version: 7~5.557 /Vims Dntnbase: 270.I 1.8/1987 -Release Date: 3/6/2009 7:20 AM 
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No virus found in this incoming message. 
Checked by AVG. 
Version: 7.S.557 /Virus Database: 270.11.8/1987 -Release Date: 3/6/2009 7:20 AM 

·-----·---·-·-·---------------· 
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Message 

From: 

Sent: 
To: 

Subject: 

diane, 

Liquid Investors Organization[liquidinvestorsorg@accesspro.net] 

3/24/2009 8:37:59 PM 
Diane Dalmy 

pdgt 

vinnie said please do not communicate with rick fernandez, dino paoulcci jr,tina vasqaz or anyone else re 
pdgt..please call vincent to confirm . .i will explain everything when we talk next. i am trying to put a deal 
together for pdgt . 

Skyline Capital Investment.Inc 
President 
Scott Wilding 
9545936622 
Liguidlnvestorsorg@accesspro.net 

No virus found in this incoming message. 
Checked by AVG. 
Version: 7.5.557 /Virus Database: 270.11.1912011 -Release Date: 3/19/2009 7:05 AM 

CONFIDENTIAL DAL000250 
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Page 1of1 

Diane Dalmy 

From:  

Sent: Monday. July 20, 2009 10:39 AM 

To: Diane Dalmy 

Cc: 'Liquid Investors Organization' 

Subject Re: Paradigm Tactical 

www .zenergyintl.com all contact info is available there 

www.pinksheets.com type in ptpc and click on company info and we updated the info there as 
well. 

Let me know if this info works. 

Bob 

Sent from my Verizon Wireless BlackBerry 

From: "Diane Dalmy" 
Date: Mon, 20 Jul 2009 10:15:45 -0600 
To: 'robert gaisch'  
Subject: Paradigm Tactical 

Bob - responding to FINRA this morning regarding name change. They stated that company information 
was not •complete•. This Is the lnformatton I did not provide because I did not think the company had such 
Information. Could you please provide such Information forthe company or confirm: 

I. fax number; 
2. email address; 
3. web site address. 

Thanks, 
Diane 

No virus found in this Incoming message. 
Checked by AVG -www.avg.com 
Version: 8.5.392 /Virus Database: 270.13.20/2250 - Release Date: 07 /20/09 06:16:00 

1/17/2011 

SEC-DALMY-E-0000014 



i 
i 

I 
I 
·1·--~--- ---... - .... .:.--·---·~-----·-··-~~---·-····--,,..- .. ,-... ,, ........ , .. ____ .... _,, ... ,..,..",. ____ .,... ... _._._ ... ,.,.,....Jt. __ ., ... __ ......... - ...... --.............. _ ... ,.-._-."'------·"''"' ... (,._,.-..... _ 

I 



Message 

From: 

Sent: 
To: 

Subject: 

diane, 

Liquid Investors Organization[liquidinvestorsorg@accesspro.net} 

3/27 /2009 3:46:28 AM 
Diane Dalmy  

Fw: Zenergy Inc. and my off er to you 

here•s some information on our deaut•s simple tremendous .. my offer to you if you accept is 4M of the debt to 
equity shares from my end of 34M .. stock will open around 01 and go from there .. 

Scotty 

The attachment is Zenergyts BP and below are a few press releases that will be coming out after we're public. 
htto ://www.zenergyintl.com/index.html 
Zenergy International, Inc. aims to be the low cost producer of blofuels www .zenergyintl.com . The 
management was schooled at Ineos - www.ineos.com - world's 3rd largest chemical company with sales 
over $45 Billion - also our partner in all of our projects. 

Some PRs; UNREAL news 
1. Zenergy Acquires 3 Million Gallon Biodlesel Facility 
2. Zenergy to Increase Gonzales plant to 13 Miiiion Gallons Per Year 
3. Zenergy forms JV with Ineos to construct 60 MGPY plant 
4. Zenergy starts project to produce low cost ethanol and biodiesel in North Peru 
5. JV under guidance from Zenergy is building 60 MGPY gallon biodiesel unit 
6. Zenergy and Comanche Clean Energy work together to bring Brazilian ethanol and biodiesel to 
international markets 
7. Zenergy's trading division signs contracts to place close to 500 million gallon Brazilian ethanol 
8. Zenergy takes ownership of Brazilian sugarcane to ethanol unit 
9. Partnership Involving Zenergy is building 60 MGPY blodfesel unit in Montreal area. 

15 more press release are in the process of being written. 

Jim Ratcliffe - Wikipedia. the free encyclopedia ceo of ineos, our partner 

http://business.timesonline.co.uk/tol/business/industrv sectors/industrials/article1719202.ece 

.:: COMANCHE - Clean Energy ::. mou inked with them 

Skyline Capital lnvestment,lnc 
President 
Scott Wilding 
954 5936622 

CONFIDENTIAL DAL000440 



No virus found in this incoming message. 
Checked by AVG. 
Version: 7.S.557 /Virus Database: 270.ll.29/l024 ·Release Date: 3/l6/2009 7:12 AM 
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Message 

From: 

Sent: 
To: 

Subject: 

Liquid Investors Organization[liquidinvestorsorg@accesspro.net] 
4/19/2009 9:52:49 PM 

Diane Oaf my 
Fw: POGT news .. add this into what dfnae wrote ?something like this 

-- Original Message ---

F~<?m~:~i~~~~ ;!~Y~iio~ ~f f!~~!z~~~~~1~~~;~J.11~4fi.~\~fA~r~[,~};~-t~t~~fir~fr~~f t{~l~;;t~}l~~~*~j~·?/~n&t~:::~ 1:Y~fi' ;r:::~ 1::-\ :L;<~: .:r:.>: 
To:  
Sent: Sunday, April 19, 2009 5:52 PM 
Subject: PDGT news .. add this Into what dlnae wrote?something like this 

-- (Pink Sheets: POGT) As of XVZ, 2009 PARADIGM TACTICAL PRODS is undergoning a change in ownership that is going 
to completely revamp the company and move the corporation into a new and exciting direction. Currently a very tight 

and secure team of corporate individuals are in preparation for the disclosure of the new entity. Certain criteria must be 

addressed prior to the release of any and all specifics of the new company. These items include: Completion of major 

reorganization, marketing materials, information/public relation departments and web page development. AU of the 

·issue are in progress and should be complete within the 2-3 weeks • 

The former company, PARADIGM TACTICAL PRODS. is asking for the public to be patient and keep the questions, 
comments and phone calls to a minimum while the transition is in full motion. Both corporate teams are very excited 

with regards to the newly formed entity and feel that the new direction the company is taking will explode into a 

promising new business that will make an astonishing presence around the world. 

Paradigm Tactical Products, Inc., a Delaware corporation trading under the symbol •poGT.P~ announces that it has 
entered into an acqulshlon agreement with a private company. Management believes that acquisition of this private 
company brings tremendous business opportunity and generation of revenues to POGT. Management of PDGT is 
currently undergoing its due diligence. which should culminate in execution of a final definitive agreement. PDGT i!i also 
currently undergoing re-structuring of Its authorized capital In accordance with negotiations and agreements with the 
private company in order to consummate the acquisition. The board of directors and shareholders of PDGT approved the 
re-structuring. which includes a reverse stock split, and an appropriate documentation has been filed with 
FINRNNASDAQ Market. 

Skyline Capital lnvestment,lnc 
President 
Scott Wilding 
954 5936622 
Liquidlnvestorsorg@accesspro.net 

N~,~i~s fou,nci'in 1il.islncom1ng~rrfessage~--· -
Checked by AVG· www.avg.com 
Version: 8.5.339 /Virus Database: 270.12.35/2124 - Release Date: 05/20/09 06:22:00 

CONFIDENTIAL DAL000185 
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·Message 

From: 

Sent: 

To: 
Subject: 

diane, 

Liquid Investors Organlzatton[liquidinvestorsorg@accesspro.net) 
4/13/2009 4:45:40 AM 

Diane Oalmy  
Re: New Stock Distribution Spreadsheet 

here's the final share breakdown .. all parties have agre~d .. now we the share exchange agreement 
and a pr, bob is working on one with what you sent us .. see ya all tomorrow. 

scotty 
-- Original Message -
:f.(~Jt!!;Jon:tatorella·~:: ... • Dli'});::<;~;;:? .. ·~~~:;~:, 
To: 'Liquid Investors omanlzation' 
Cc: vcamm4@aol.readnotify.com ; 
Sent: Saturday, April 11, 2009 9:23 PM 

Subject: New Stock Distribution Spreadsheet 

Scott 

Here is the new spreadsheet. Please disregard the previous version. 

I believe I understand the discrepancy in the calculations. 

There are currently 1,104,680,555 shares in the PUBUC float. This will reverse to 14,729,074 shares post split. These are 

not owned or controlled by any PDGT affiliate and are not part of this transaction. This is the basis of the confusion. 

The Zenergy/PDGT transaction is based upon the NEW issue of 514,000,000 shares with an 80/20 split. This would be 

411,200,000 shares to the Zenergy Group and 102,800,000 shares to the PDGT group. 

There was a recent issuance to Vincent Cammarata of 397,000,000 shares which reverses to 5,270,926 shares. If these 

are considered as part of the transaction then the new issuance to the PDGT should be reduced by this amount. The 
amount of the PDGT group issuance should then be 97,529,074. 

Regards, 
Jon 

Never do anything against conscience even {fthe stme demcmtl'; it. -Alben Einstein 

No virus found in this incoming message.· 
Checked by A VG. 
Version: 7.5.557 /Virus Dalabasc: 270.I 1.53/205-1- Release Date: 4111/2009 10:51 AM 
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Message 

From: 

Sent: 
To: 
Subject: 

HI Drane, 

Liquid Investors Organization{liquidinvestorsorg@accesspro.net) 

5/28/2009 4:06:48 PM 

Diane Dalmy  

Re: PDGT/ZENERGY 

I left you 2 vm's on each of your numbers .. Oan Is wiring me $5,000 today to take care of some bills or mine . .I can wire you $1,000 
tomorrow, is this ok? We're almost there and wouldn't want any delays, especially now .. We're golden once the shares hit our 
oocounts,payday is right around the comer. 

Scotty 

--Original Message ----
ffom!: ~la'ne oalfuv-;:?-t:~f :;,·:::~-~~ifi(~?/1:~nf1{~~:,.1:·( · 
To: 'Liquid Investors Organization' 
Sent: Thursday, May 28, 200911:50 AM 
Subject: RE: PDGT/ZENERGY 

Scott- I will start working on it. Let me ask you this - I know that I received $1500 retainer(which was used up a LONG 
time ago re share exchange agreement, Delaware SOS, amendment to articles, etc.). And I don't charge for any of the 
conference calls. All these opinions will take some time. And I know I am getting shares. But should I ask Dan for 
additional fee to cover the opinion letters? I am really out on legal fees on this. Let me know what you think. 

Diane 

From: Liquid Investors Organization [mailto:liquidinvestorsorg@accesspro.net] 
Sent: Thursday, May 28, 2009 9:46 AM 
To: Diane Dalmy 
Subject:PDGr/ZENERGY 

Dear Diane, 

All the assignments will be signed and faxed back to today .. Knowing that you're leaving soon, could you 
please let us know when you will send the TA all the paper work and your legal opinion to allow them to DWAC 
the said shares after the reverse split.. What's the time frame on this process? 

Skyline Capital Investment.Inc 
President 
Scott Wilding 
954 5936622 
Liguidlnvestorsorg@accesspro.net 

CONFIDENTIAL DAL000376 



No virus found in this incoming message. 
Checked by AVG -www.avg.cpm 
Version: 8.5.339 /Virus Database: 270.12.43/2138 - Release Date: 05/27/0918:21:00 

No virus found in this incoming message~ 
Checked by AVG -www.avg.com 
Version: 8.5.339'/Virus Database: 270.12.43/2138- Release Date: 05/27/0918:21:00 
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Message 

From: 

Sent: 
To: 
Subject: 

Liquid Investors Organization[liquidinvestorsorg@a~cesspro.net) 

5/31/2009 8:16:42 PM 

Diane Dalmy [ddalmy@earthlink.net) 

Fw:ZENERGV 

--- Original Message ---
~~t~fu;~;iik@~;j~Y,~slorS''0f.q~_ni~at_id~ngJ~i~~tJ;:~~f~;~~~;,:;;~ j;;:;~!~"::~.~:~T::E~~'..\!\~J]·P,::).'e~:,·;dlr:'.m~:;;~~~~rnr~'~J~~rn~~~r~~i};iH;'.~~L~f: )~t~)~![.;;f'.;'..~ }. 
To:  
Cc: vince; lonl@lpsecuremail.com 
Sent: Sunday, May31, 2009 4:16 PM 
Subject: ZENERGY 

Hi everyone, 

I Just spoke to Diane and her is what she told me .. We (she can't) need to contact the s_tate of DE online and 
amend the articles of incorporation to change par value to 0001 via a credit card and make sure we apply for a 
24 hour tum around .. We also need a board resolution appointing Zenergy's BOD and Vinny's 
resignation .. Diane is drawing up the legal opinions,etc for the TA to issue us our shares this week .. 

-- Original Message ---
.F.fom~ : . 
·-r~":'tkiuld Investors· oraanizati~n 
Sent: Sunday, May31, 2009 3:54 PM 
Subject: Re: ZENERGY 

,. 
' .. 

An officer of the company needs to file the amendment. I can't do it. can someone do it? 

Sent from my Verizon Wireless BlackBeny 

From: "Liquid Investors Organization" 

Date: Sun, 31May200915:51:55-0400 

To:  

Subject: Re: ZENERGY 

I need the amendment to be filed 

tomorrow diane 
-- Original Message --
From:  

· ·To:Uiuicflnvesiors oraailizaiion-~··-·-·-·---·-·-----.. -·-···-·-· --·- ........ ·· · 
Sent: Sunday, May 31, 2009 3: 19 PM 
Subject: Re: ZENERGY 

CONFIDENTIAL DAL000161 



Scott first of all I finally got past all the lOk reports so I am good to go. I have brought all documents re conversion with 

me to start working on opinion. I need the amendment to be filed. I will wo_rk right now re opinions since my flight is 

delayed over two hours to la 

Sent from my Verizon Wireless BJackBeny 

From: "Liquid Investors Organizationt• 

Date: Sun, 31 May 2009 13:04:55 -0400 

To: Diane Dalmy  
Subject: ZENERGY 

HI Diane- I know that you are overwhelmed with work and you're only one person juggling a lot of other 
companies . .I am too .. Here's another offer from me to know .. I'll assign another 2m of my shares to you for a 
total of Sm if you can (PLEASE) make sure the TA has everything needed for the shares to be DWAC1d this 
week after Bob takes care of the amendment for par value,etc .. We're so close to making a huge score .. Even if 
it doesn't happen this week, I'll still assign the 2m .. Sorry for this email but it's like we won the lottery but cannot 
cash in ticket for a few weeks. 

Skyline Capital Investment.Inc 
President 
Scott Wilding 
9545936622 
Liquidlnvestorsora@accesspro.net 

No virus found in this incoming message. 
Checked by AVG -www.avg.com 
Version: 8.5 •. 339 /Virus Database: 270.12.46/2144 - Release Date: 05/30/0917:53:00 
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From: •Diane Oalmy" > 
To: '"MiChael Cruz• <dmlchael@scottsdalecapilal.com> 
Cc: · .. Joe Padifla• <j0e@scottsdalecapltaJ.com>: .. Andrea Bruno"' <andrea@scottsdaJecapltal.com> 
Sent: Wednesday. July 01. 2009 7:01 PM 
Subject: RE: Paradigm Taclical Products -144 Legal Opinion (Downshire Capital and Kymberly Nelson 
Michael .. thank you for your call today. In accordance with our discussion. please be advlsed that Robert 
Gasfch has not been durfng the past twelve months nor currently Is an affiliate of Zenergy or Paradigm. 
And. as coilfirmatfon, the verbal debt agreement Is supported by a convertible nole evidencing the debt. 

We discussed fn general lhe basis for my opinion under Rule 144. Please let me know if you have any 
further questions. 

Diane 

Diane D. Dalmy 
Attorney at Law 
8965 W. Cornell Pla<;e 
Lakewood, Colorado 80227 
303.985.9324 (telephone) 
303.988.6954 (fax) 

From:oMichael Cruz [mallto:dmlchael@smttsdalecaprtal.com] 1 ,::; • • • ::· .: \.•. ·r.:.-:: ..:· 
Sent: Wednesday, July. 01,. 2009 11:39 AM .~'"l.·nt: ·.'! :"' • :·~·" :. ~.::" ;): :-•1.::: ! 
To: ddalmy@earthlfnk.net 'h.•: " • .ii+·=•'·.:"·:· t.;1.1r.,:.! .. .!l 
Cc Joe Padilla; Andrea Bruno C:·· !:"· .. -'·: .•; ~·'!-:i:tl.;: r. n~: 
subject: Paradigm Tactfcal Products - 144 Legal Opinion (Downshire ·capttal and Kymberty,N"el$00 . · J"~' .i··· s 'tK.~1i·.~n ~·· . • ,._ 

Hi Diane. 

I am coUDScl for Scottsdale Capital, a registered broker-dealer. I understand yon wrote the 144. opinion concerning 
the PTPC shares held by our brokerage clients, Downshire Capital and Kymberly Nelson. In order to process our 
clients' sell orders, I am requesting clarification with respect to the debt conversion and the affiliate status of the 
assignee, Robert Gasich. · 

Convertible Dehl 
For pwposes of the holdiag period requirements. the taclcing period dates back to April 17, 2008 when Zcncrgy and 
Gasich "verbally" agreed to amend the Zcneigy Debt to allow for a cashless conversion. The question is whether 
you bavo any aulhority to support your finding that a 11vcrbalu amendment can be used for tacking pwposes under 
Ruic 144. The second questions is whether there was any consideration paid to modify the Zcncrgy Debt. I lm not 
saying J have any contraly authority, I just seek clarification on your position here. 

Under the SBC footnote to 144{d)(3)(ii). it" provides if the· original securities do notpcnnit casblcss convcmioo or 
exchange then the newly acquired securities will be deemed to have been acquired on tho date that the original 
sccurides were so amended by their terms; provided: · 

• The parties amend the original securities to allow for cashless conversion or exchange; and 
• The security holder provides consideration. other than solely securiUes of the issuer. for that 

amendment. 
.... , ....... ···- .... ~~om the above. 144 requires consideration for the amendment. which the legal does ~ot address. 

Affiliate Status. 
This one Is easier. The question is whether you considered the affiliate status of Robert Gasich. I 

· apologize if this was covered in your opinion. 

~ EXHIBIT 
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Bacause of the amount of shares being deposited, our procedures call for heightened due dilfgence •. Call me at 
your earliest convenience to discuss. 

Regards, 

D. Michael Om 
LEGAL COUNSEL 

Srottsdale Oipffal Adviso..S 
Membel FINRA & SIPC 

1110 E McDonakf Road, Suite 6 
Scottsdale, IV. 85253 
(480) 603-4929 Direct 
(480) 603-4901 Fax 
dmichae/@scotlsdalecapltalcom l;mall 

Checked·byAVG-www.avg.com . 
Version: 8.5.375 /Virus Database: 270.13.112212- Release Date: 07/01/09 05:53:00 
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From: 
sent; 
To: 
Cc 

'Subject: ' 
Ma,liment:s: 

.. . .. : 
· UQt!f d lnvestois organization (~quicfinvestorsor,B@aceessJ)ro;nc:tJ 
satul'<lay, June 20, 2009 6:55.PM · · • . · . 
Yvon·?'! MuJ · • • • t ' 

• . Kai Eldaher; Steven Triglll • . .• . • 
· °Fw:Rufel4A\oprnionletters · · • .". · • •. • · :. ·• ·.• •. :. :\·,.•. 

Par'.adism Rule 144 oplnion:noC; Paradigm Rule 144(b) oplnfop.DOC; scan0112.Jpg; ~nD1l3:Jpg.. J . . . . •\• . . .... ; 

: . 
:: t 

·. 

•• t :··: : • • • 

·,, . :· : ·. . . : . J 
• • \ • - •. • • • • • • • • .: • • • • .• .. : • • , L ~ ~·i 

-Original Message- . . . . . · .·. , · , . " .. · . _ :. "fl'J 
Frori'li~Plilne D)lmif~.;:.~· -~·.~ ? r,:·.·: • :z,.~,;.:, ·=S;:.1 .::--!"-~·,·.; · ·:.- ,:·· ·:.·: .. ;· .. :.a;:.~;~:l::i:::Jr:~!tf.·1:!:.~;;.J~~~~; : .. ~.7~ ·• .. ·.: 
To: ~utdrnvestorsbm~arcesspro net:  •. • ·: • : •• • •• . ·• :· • • • . • i 
·Cc: 'Vincent Cammara a_.. • • · "·· •• · • ..: • 4· · • •· · • • • •• •• • • 1 • : .~;. • j 

• Sent:iJ:uesday, J1i1ne ~6! 2009 ~_:39 PM; • ... · • · .... • : · " . :· 1 
Su_bJ~ct: Rufe 144 op1nfon letters 1 ' I • ~ - • r ••• ··._ • :. • • • • • • • ;: I 

: ' . . . . \ i·'. . :... . .•. . .. · .~ 
AUaCbtKI ls ·the Rufe 144(b) opfniO!'I and·~~ ~l!l$t 144 optnion foryoufS1:1°b~lsslS;n .~ tlie transfer ag~~t w~ supporting : • , - • 1 •• i 
documentatfon. • •, • 1.. ... •• • • • •• • 1 

·. ·oiane:o. 'oatmy 
Attorney a\ Law.' . 
"8965·W. Cornell PtaCe · 
·takawood, C,prora'do 8G227 
30~_.985,tJ~4 .(telephone) 
3~3.98~6954'(fax) 
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.DIANE D. DALMY 
ATrORNEYATLAW 

. .. B96SW~.CORNELLPLA<!:E 
LA1<Ew90D.,.COLORADQ 80227 

3039~5.9~1.4 (te~epho~c) 
· 303.988.6954 (fac~imilc) ~· 

email:  

June 15, 2009 

.Pacific Stock. Tnmsfe.r hie. · 
SOO E. Warm Sprlngs'Ro:a 
Suite240 ·. · 
Las VeP.S, Nevada 

Re: ..Rule 144° Sale.of Sbarts of Conimon Stock 
pf'Paradigm-TactiCal ·Proi:l~ls inc. . 

To Whom It May Conc:em: . 
• I . . . 

.. 

.... 

... 

. .. · 

1· have acted· as ~ectnities~ ~unsel to .P~fb Tactic~ Pwducts Inc.; a coiporation 
orgaru~ wider the 1.aws Q~ t~~ State of Delaware (the "C~ratiou~. This opW.01;1 is 
written in cqnncctio!' with ~e settlement of debt .in 11ie:. amo.unt of $30,000.00 (the 
"Zenergy· Debt") belw~n Zenergy. Tnc.1 a corpo~tion organiZed under the.. laws of the 
State of Nevada. ("Zenergy..,) }ln4 Robert Gasieh ("Oasich'=). ·The Zenergy Debt is 
evid~nced by and.rcflectedin.1he .tin.ancial statem~ts:of Zenergy as of April 17, 2008. 
As at Apdl l 7, :2008 .. Zcmexgy a11~ Gasich verl>ally ·agreed and established that the 
Zenergy Debt could bc·convc;tible at Gasicb's sole option into shares of common stock 
of Zenergy at $0.0001· per share. · 

Subsequently, the Corpo~tion, Zener~ and the sharehoJders of Zenergy (the "Zenergy 
Shareholders,~) ·entered hlto -that certain share exchange- agreement dated ?viny 28, 2009 
(the "'Share Exchange "Agj:eement'1~ pursuam to which .the Corppratio-!l ngreed to acquire 
one hundred percent of il1c total issued and o.utstnnd.ing. shares of ,cO).JllllDD stock of · 
Ze.nergy in exchange for"the issuance of 216,232,100 shares of U1~ restricted common 
stock of the Corporation ~d to further assume the· Zenergy'Debt anq issue share.~ of its· 
common stock as settlement of the 'Zen~ Debt. 

2£P~1a.s122 08=57 27s 

.. •. 
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·: . ; 

~ \ 
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.. 

Pacjfie,Stodc TJMsf er Inc. 
Page Thre·e: .. · · . 

. Irinc l~, 2009 

.. ,"' 

.. . 
6: Certifi~ of ~eJ:\dm~t to Certi:fica~.of ~~~~.hJJion.as filed with the 

. Dela.\vare S~ta:ry o~ S!3te '?n: June 1;. 2oa·g C?tianging 1he par va}.ue of the · 
. · C9rporation's ~hares of co~on 'Ste~ t~ $0.0001, · .. . . . . ·. 

. • l··. . - : . 
I have also investigated sdCh other mattei:s·mut exainined.!tuch other docuJllents as } have 
deemed 'n~sa>Y in connection w\tlt ·the rmm~ring:of ~s ... ,i)pinfon: In ~ing these 
docu.m~ts,, r ~ye ass~e.d~~e ·gen~eness of .lhe.:~4oatures ·not ~essed, the 
authenticity of documents ~\ibmitt~ as orlgihals; and= .. thc confomlity. to origiualS of 
docum.ents subml_~·as copjd.· Thjs·oP.ipion is bastd se:ilely~n·the..facts and assumj>tio1ts • 
h·set forth in this opinion ·.end rs llinf(ea. tO the invcstigatioii and examinations mid· such 
qthc;r in'Vestigation J',81 deenietfne~aty •. · . .,, ~· : . . ·· · ·. · · · . .. . . . ..... 

•. Based'dn.:the information provided-~d on my ~tlon of: the documents .previously· 
dis~tiss~.I find as follows: ·· ' · · 
. ·.. . . ;, . . •. . 

l. The ~Bnef; of the aggrega:t~ 26~gQO>OOO.~ of CfO~on.st~ of.the Coipomtion· 
. to the Assigaiee. \'rill be acquired by. the Assigoee..from tl\e. Corporation in a private 

transaction pllmiant to· the tenns of the Sbaie Exchange .t\greeinen~ the Zenergy Debt 
and 1he ~artial Assi~ent · 9C, Zenergy D~bt. .. At the dati · of .. tJie Zenergy Debt, full 
coDSidcration was given· and received arid tile sh~.,~-ere Cleemed :fuJly· paid and non-
assessable. ·. · · : · • · • · .. ·:· 

·2. Jn· accordance with the ·~s ~d.provisiom of the Partial ~gnm~nt ~r Zen~gy 
Debt, Oasich assigned a portion of his right, titlc·and interest in and to the·i.energy Debi 
propo.rtionately lo the A~giiee. 

3. The Assignee shall no~solicit offers to bu; the sfulres of Common Stock while the sale 
ofd1c shares ofC001mon Stock is pending. 

4. The Assignee. bas held the shares of Cammon Stock for in excess of six months from 
the date of the Debt,. which date is April 17, 2008. The six month holding.period wider 
Rule 144 started on April ~ 7, 2008. · · · • 

•. 
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.. 

June .ts; 2009 

.. 

DIANE D.'DALMY 
ATIORNEYATLAW . 

8965 w. CORNEt.L PLACE· 
LAKEWOOD, COLORADO 80227 

.· .. 

· 303.985.9324 (tefepho.ne) 
303.9~8.6954 (facsimil~) 
email~ ' 

Pacific Stock Tmnsfer Inc. 
500 E.'Warm ·springs R~a;d 
Suite240 ' 
·Las Ve~ Nevada 

Re: RW~.144(b) Sale orshaies of Common Sto~k 
· of Paradigm Tactical Pioducts !De •• 

To Wl1on1 If May' Concern: ·: . . . 

·. 

'• 

.· 

. . . . 

'J have acted as securities copilsel to Paradj~ Tacticai hoducts Irie., a co1poration 
t>rga!ii2ed nnder'.the laws of the State of i>eta:·wate tP"ie ~Goij)bration"). This ~pinion is 
written jn. comiectlon with· the scttlemeiii bf debt in the amount of $30,000.00 (the 
"Zenei-gy ·Debt"}. between Zenergy Inc., a corporation ·organized under tile Jaws of the 
State .of Nevada ("Zeilergy') ·and Rotiert _Oasich (.i~~sicp"}:·ne 'Zenei'gy J?ebt is 
evidenced by !\Ud refl~ted in the financial statement.$ <?f Zener;gy as of April 17,.2008 • 
.As at April ·17~ 2008, Zenergy and Ga.Sich .verbally agreed and established that -the 
Zen.ergy Debt could be convertible' at Gasicb's sole option into share,, of co.inmon stock 
of Zenergy at $0.0.00J pe~ share. 

Subsequentlyt the CorporatioD., Zenergy and the shareholders of Zenergy (the ~Zencrgy 
Shareholders~ entered ·into that certain share exchange agreement dated May 28. 2009 
(the ~sliare Exchange Agieen1ent"), pursuant to which ihc Corporation a.grc:ed to acquire 

· one hundred percent of jhe total issu~d and outstanding shares. of common stock of 
Zeoergy in exchange fo(the issuance of.216,232,100 s}\ares .. of the restric~ed co~on 
st0ck of the CotjJoration ~d to ftmher assume the Zenergy Debt and issue shares of its 
common stock as settleanent of the Zenergy Debt. 

. ~ 

·t ... 
·. . :j 

: ' 
'•I 

.... 



,.,J 

. · 

.Pacific ~·tock Trddsfer lnc. 
Page 'Three · 
June is. 2009 

· . 

6. C~~lica~ of~eildm~nt. to C.ertificatc. ~(Jr:icorjJ~rati.~n as :;ued wi$ 1li~-
·. Delawam.-Secfetacy of State on June 1, 2009 :cruingmg.the par·volue of the ·· · 

Corporation's.Shares of coinm.oo stock to $0.0001. • .. 

I~~ ~lateds~ :er~'lllid ~~such~ ddc~ (s" J·iu.vc;: 
deemed necCssary .iJl con.ru!ction \'!ith t~ rc,ndering.oftiilS~opipion. ~ e.'taminmg'tji~· ... 
doc\lm~ I bav~ assrimed the genuineness· of· t\le'Si~· qot witneSsed, the .. 
authentjcity of documents submitted as on~,. and .the .c<S"Dronnity to origin~s of 
ilocpments submitted as copies.~This.opinion is based·sof.,!y on the facts and.assumptions
as set forth in this opinion·and'is Jinii\ed tO the investigiltion'and·ex~ons and such 
other investigation 8s I deem~·nec~. . · . · · · . . . .. . . ' . .. .. .. . . . 
Bfi:se~ on ~e intb0'.!1ati9n proV.ided. an" Qn my.·exan1mation of ~1e.' dC?clnnent~ previo~sly 
·disci1Ssed,.J-1indasfollows;· .• : :· · · · ~ .. · . . : · 

• L t •' '- • . . . . . ..·· .. 
"· 1 •. Thc'issunn~e offhe.aggrega'.te 2741000.,090 shaieS·ot):~on st0ck.Of the·Corporatian 

to the Assignees will be ·ecqtdred hy ~c'Assigm;es ttom··µie Coipotation in a private 
ttansaction pursuant ·to "t.l;e 1emlS. of the" Share Exchange Agreem~nt:.the Zenergy Debt 
and· the. Partial Assigtime.nt ·of Zen~ Debt. At thc.jc;late of fl1.e. Zenergy. Debt,. .fulJ 
consideratioll was given and received and the sbDJ'CSM\vc~·dttemed fu11y paid and 1100,.- . 
~ssable. · · · · 

2 Jn accordance ~th th~ t~s nnd ~r!lvisipns of. th~ Partial 'Assignment of Zenergy 
Debt;Gasicb assigned a porlioti of his right, ·title and inter~ in and to the Zenergy Debt 
proport¥mate!y to the respective Assignees. · · · 

. . 
3. The Assi~ees shall~ pcemed to .h~ve held the S~\U'es of common stock for in. e."<cess 
of one (I) yeaT from th~ ¥e of April ~7, 2008 as cstablishe~'bythe:Zenergy Debt hosed 
(lpon the revised Rule 144'effective February 15, 2008. · · . · 
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Pacific ~tock Traµsfer Ine; .. 
Page.FiY.e· 
JWic 15~20D9. 

•I .. I· 

.. .. . . .... . 
· . : The Co~~ PaCific ~~~er inc.; ony brok~~> ·any clearing b ;d th~ 

·" ~gnees are: ~uth~rlzed"ito present·fuis Jetter ~ to relf :on ·ODs qpb:µon;·in selling the. 
shares. of common.stock~. in registering ir.BDSfe:r: thereof: No 61her UsQ of this opinion is 
authorized: · · ; • · ... · • · 

Si~cerely> 
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·. 

THE sE~IUTJES IiEPRESENT~. 'BY THIS INSTRUMENT HA VE J)EEN 
ACQUIRED FOR INVi!:STMENl" AND NOT WITH.A YIEW TO, OR.IN .CONNECllQN 
WITH, THE SALE OR DiSTrunurION T~OF. . NO SDCH SALE OR ·. 
DJSPOSmON MAYDE·DFEt'fED WlTHOtrr AN.EFFECi'IVE·REGiSTRATION . · 
STATEMENT RELATED'. THERETO OR.AN OPINION OJ.i' COUNSEL REASONABl:lY . ·: ·· · 
ACCEPTAB~E. TO , THE COMP.AN~ THAT SUCfI .. REGISTRATIO~ ·IS ·NOT· . 
REQUIRED UNDER THE SECURITIES ACT OF 1~33... · . 

:· : .. 
· ZENERGY JN1ERN1\,TIONAlai.JN<; 
·.C~NVERTlBLE PROMISS~RY t(OTE 

r. Principul and lnte~. 

Ap.ril 7,, 2008 
:Chicago, Illinois. 

... 

.. I.I. Zcne'l'&Y fntemational. In~· a "N;vada c~rai.i~n (the. ''Company"),, fo.r vaJue 
rec?civ~ .hereby promises to pay to the order of Robeit.Oasich (the 91Jb,Yesto(' or die ".Molder~) 
tbc sum ofTilirty Thousanct Dollars ($30,000.00J, whi~h:iim.pl]nt is reflected on the Company's 
records as due) and owing to 'Holder as of ApriJ 7t, 2008, at tl1e·tiape and in the 1nnnner hereinafter 

. provided. · · _ · 

· . . J.2 This Convertible P~missozy ~ote (the "Nofe") shall. not .bear any interest from the · 
. date <!{' .issu~ce of this Note. 'This Not~ sbalJ. be payaQlc upon demand ("Demand Datc11

). 

Commencing o.n tht Dem8l1d ·oa\e.. all principal hereunder ~an be ·paya6Je tiy the Company 
. upon demand made by th.e Investor. · 

1.3 Upon payment in full of the principal hereof, this ~ote sholl be surrendered.to the 
Comptu1y for cancellation • .. . 

. 1.4 '(he principal of this Note shall be payable at the principal office of the Company and 
shall be foiwarded to the address of the Holder hereof as such Holder shall from time to time . · 
designate. · · ·' : · • 

2. Attorney's Fees. If the ind~btedpess represented· by this Note or any part thereof is 
collected in bankruptcy, receivers1ilp or otherjudJcfal proceed1iigs or if this Note. is placed in ihc 
hands of attorneys for colle~don ofier·deff)ult, ihe Comp~ny-agrces to pay, jn addition to the 
principal payable hereunder, reasonable attorneys' fees and costs incurred by 1!10 lnv9Slor. 

3. C~nversion. · 

3.1 Volunta..V Conye~ion. The Holder shall have the right, exercisable in whole or in 
part. .to convert the outstandiQg princjpal hereunder into a number of fully paid and nonassessablc 
whol~ shares of the Company's par value common stock ("Common Stock") dctennined in 
accordance with Section 3.:? below. 

.. ,,. . .. 

·. 



{b} Goyemmenral Conschtc;. ~~consent, approval,·qualification,,ord~r or authoriz;ntion 
. of. or filing wjtl), any localt .state or federal governmental authority is requited ~n the p~ of the. 
Company in connection with the Com~any's valid executiQn, delivery or performance of this 
Note except any notices requited to be fifed with the Securities and Exchange Commission under 
Regulation D of.the Securiti~ A9t of 1933, as amen4ed{th~ "1933 Act"), or su~h filings a..s may 
be required under applicable.state sccuiities Jaw~ which, if applicable, will be timely filed wjthin · · · 
t~e applicable periods theref 9r. 

(c) No Violation. Th~ cxe-cutlon, dcliveay and pcrform~nce by the Company of this Note 
and the cons~m~ation of the transactions contempiat~ hereby wm noi: result in a .violation of its 
Certificate of Incorporation or Bylaws, in any material respect of &J}Y provision of any mol1gagc, 
agreement,.instrument or COJ)tmct to which it i~ a party or oy \yhicb it is bound or~ to the best of . 
its knowledge, of any federal or state judgment, order, writ. decree, statute. rule or regulation 
applicable to the Cor:npany 'or be ·in material conflict with ··or !=Onsti~ with or \Vithout. thJ: 
passage of titno or giving .of tioticc, either a material ~fault under any such provision or an cverif 
that results in the 91"eatio11 of any material lien, charge o.r .cncumbraqcc upon any assets .of· the 
Company or the suspension, revocation; impairment, forfeiture or non.renewal .of. any moterial 
penJiit, license,·authorizatfo1i or approval appJicable to the CQmpany> jts b~incss or o~tions, · 
or any of its ~ets or pro~rtles. , . · 

. . 
~· Represcnta1ions and.Covenants of the Holdcr •. Jbe Company '1as entcn:d into this Note 

in reliance upon ~le followi11g representations and covenants of the .Ho.Ider: . .· 
(a) lnvestinent. PufP9se. This Note and tho Common Stock i~uable upon conversion of 

the Note are a~uirecf for investment and'not will) a view to rhe sale or djstn"bution of any part 
thereof; and 'd1~ Holder has no present JpteJ~uon of seJling or engaging in any public· distnoution . 
of the same except pursuant to a registration or exemption. 

(b) Private Issue. ·The Holder undc=:n;tands. ci)that this Note and 1he Conunon Stock 
issuable upon conversion of this Note arc n'ot registered under the 1933 Act or qualified under 
applicable .stato securities Jaws, and (ii) ~at· the Company is- relying on an exemption from · 
registration pre~icatcd on the rc~cntations set forth in th~s Sccdon 8. . 

(c) Financiai ·Risi The Holder has such knowledge ond experience in financial and 
~usiness matters as to be capable of evaluating lhe merits and risks of its investment, and has the 
ability to bear the·economic risks of its inv~tm~1t. 

(d) Risk or No Registration. The Holder undcrstnnds that if the Company does not 
register with the Securities and Exchange Com!Jlission purs~l8J!t to Section J2 of the Securities 
Exchange Act of 1934 (the "1934 Act"), .or file reports pur~uant to Seclfon· IS( d) of the 1934 A ct, 
or if a registration statement covering the securities under the 1933 Act is not in effect when it 
desires to sell the CoDUJlon Stock issuable upon conversion of the Note, it may bC required to 
hold such securities for an indefinite period. The Holder also understands that any sole of the 
Note or the Common Stock ~hich might be made by it in reliance upon Ruic 144 under the 1933 
Act may be.made only.fo.acoordance with tho·tenns and conditions of that Rufe.- ·· 
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. . 13. Delays. 'tio. delay b; the Holder . .iJJ 
0

exercising any power or right p~cundcr shnll. 
.. oPerate as a waiver Or any power or right. · \ · . . . . . . . . 

• 14.: Seierabjlity .. lfone,Qr.sn9~1'rovisi~ns ~fthis Notean;hel~ t~·~c \,M~forceable wider .. · 
appli~le law, such ·provisicin sf>.all be excluded from this1'!otc and the lialan'ce-of the Nete s~aJJ. 
be intClprCted, as if $µch provjsion was so c:Xcluded and 'sba.11 bc'enfo~blc .in accordance <v!th •. 

. iis tenns. . : : . . . . , · · ( .. 
. . .. " . . ' .. . .· . 

• J l •. No linpaimient. !fhc Company )viii not. by ·any. yoluntaQJ action,. avqid or seek:. to . 
avoid tl1e observance or performance of:any ofthe-lcmiS to ~e.obsc:rvcd or performed hcrcupder · · 

.• by.the C9b:1pany; but will at bll times in good (aith ~ist .i~ .f{\e ~eying 9ut of. flll the.provisie>,ns . 
ot:ibls 'No~ and m·thc ~~of.all such nctioia as may~ ntcess~ry ora9p~priate in'order·to 
protect the rights:ofth~ Holder-of this Not{2·against1mpairmcnL • . ". . . . . . . . .: ·. . . . . - . . . 

JN °WlTNESS WHEREOF., zenergy· lntcmatfunali lnc. 'h~. caused this . Noto to . be.·. . 
miecuted in its c0rpomte llBl]lC nnd this Not~. to be dai~. issued and dEilfvored, aJI on the date 
first above written: · -

: .. 

:· 

Zenergy_ i~tematibnal:-'hie. 
.. . . 

. 
·:· B~· . . -.. . .: 
• · President J~EO. . . ... 

• HOJ.PER 

'<j}.f _lt i! ~;.· . : 
~?-: ~ . 

·'I'S• 

... . , 
.. 
. . 

·. 

.... ·.'. 
' ~= .... ·~r 

•I• ~: ' ~;1 .. . -~ 
I ,.. : . ·t 

.. • .... 

. .. 
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Assignment of Pebt .. 

Robert Gasich 1 ("Assignor'') ·. 
. i . . ' .. : .. 

Skyline c~pital lriv~~tni~nt, Inc. (~A8signe~") · · 
.. -:t· : 
. . .. 

THi~ ~s~GN.ME~-~ad~_;tn;s 3rd· da~ i;. Ju~~ij:,··2009 riy ~nd 
· b~tween :Robert Ga'.sl~h .{"Asslgnor") ·and ~(Wline capital~. . 
Inve5tmen~ Incl ("Assignee''f.~ . · · · · : · · · : 

. ,i. . : . : . .. 

· Witrie5seth,· thatlror Valua61a··co.nsl{:l~ration i'n hahd of · · ; . 
. significance receivea "C'.;o~sulting SerVf~s:' qy)he~ignee. 

· · ... in support of.th~ Assignor., r:eceipt of. whi~h .f)ereby i~ .• 
.. · ac~owfedged;- ·. ·.· . . · . .._,. . ··:· 

·· Th~ ~Jg~dr hereby ~19~.and .~~~tSi i~'Sk\inn~ ·capital · 
If)Viest!inent, IA~ $.3,160.00 cjf a~sfgn~~le.dep~·of Zenergy . 
Intema~oriaf, Inc: (successor to Paradigm·Tactical SQfutfons, 
Inc.·),. held J)eneflcially and· of record·~y-\he Assig.nor. · · 

·. ... . . . . 

IN wrm.Ess WHEREOFF, the Assig.no~·bas·~~ecuted thi~ ... ~ 
Ass!gnment on tne Clay an.d yeadJrst ~b~ve wr~~en. ·. 

Thrs a~ignment is wjthout reQ;urse to the··Assignee . 
. t 

Robert Gasich 

("Assignor") 

.. .. 

. , . ; 
·. . . ~ 

• ·~ t 

. ... . 
·'~ .· · ... . : 

• i 

.· . 
. "" ... . : . 
. . .. : ·:· \ 

.. -:: . ~:·: 
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. · 

· · Notice 0fc.onversion 

The und~r~ig.ne(J her:eby irrevo~bry er~cis ta.convert:· . 
. $3,760~00 ·into "{~7.?QO,OOO) thirty-~ev'eri million·six.~u11dred . 
thous~11CJ shares of:common stock of Zenergy, lntematfonaJ, . . 
Inc: .("Company") a-::cording fo conditions ·set for.th in such · · ·. · ~. 
common stock certjficate as of the date.written below. : .. . -

• • t .. • • 

If shares ~r~ to ~e i~su~d in the· n!Jm;;i?f ~ person or ehtity 
other tli~l'l tbe uri~etsignect, the und~tsigned will pay all . 

. tran~fer·antf otli~r t~es ana charges p~y,ble with ·~spect 
thereto, · · . 

. .. 
~ate of Conve~ion: June 31 2009 ... 

· · Applicable gony~rsion Price: ·$~·0001 . . . 

Shares ~~to b~ re9iste~ fn th~ follqWi~g name: 
~ . : 

• I. •. ·" 

NamQ: ·skyline Capital Investments, Inc .. 

AcJdress: .688 ~ 15.61h Av.e, PeJTibro~~ Pines,, ·:Frorida· 33028 

. .lt.ef .«da~~ .. ... .--.··. -A:. 
Skyline: capital fh~;Jtirlts, Inc. 
(TAX JD 85:1075112) 

·. 

.. .. 

.... .:-

. ...... 
• • • 4 . . 



EXHIBIT 17 



Diane Dalmy 

From: 

Sent: 
To: 

Subject: 

 

Thursday, June 04, 2009 7:35 PM 

 

Zen/PTPC open items 

Page I of2 

Attachments: Jgasich.tif; Ned_Executed_agreement.pdf; Nelson Executed note 2.jpg; Neslon executed note 
1.jpg 

Diane-

Here are 3 of the 4 debt assignments wlth the 4th to be sent to you 
tomorrow morning. 

Here is the list of shareholders that will receive new shares of restricted 
PTPC (1 old Zenergy share for 7 new shares). Do we need to reduce this 
onto our letterhead? 

216,232,100 In exchange for 100% of Zenergy shares: 

Philip Bowen 175,000 Shares 

Edwin Fritz 1,400,000 Shares 

The Spire Group, LLC 66,663,331 shares 

Robert Luiten 66,663,331shares 

William Lutz 2,100,000 shares 

Larry Marlin 10,850,000 shares 

Tammy Mcintyre 66,614,338 shares 

Fred Swann 7000 shares 

Richard Swann 7000 shares 

Joseph Verstuft 1,052,100 shares 

HEG Holdings 700,000 shares 

I believe we have the following open Items: 

1. Do we Issue these new shares to arrive at your office along with delivering our 
Zenergy shares in exchange for the new ones. Please advise us of your loglstlcal 
preference. 

.. . . . ... . 2 ... Q~nY~<>~.P!~P~r~~-c~py of Zenergy·~ board of director resolution ratifying the Zen~rgy Debt and 
terms thereof. If we aon ... t'liave, ·wevtdl ·need·to·prepare·wlth-currentdate but.effectiYe. otMa,y_~Q9!" 
• the date of the note - please adjust date on regal opinions. 

3. Can you prepare Resolution: (i) approval of the Share Exchange Agreement and issuance of 
shares; and (II) acceptance of the resfgnation of Vinny and approval of appointment of new 

1/17/2011 
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directors/officers. 
4. DWAC to be sent to Transfer Agent with coordinates 
5. Name and symbol change - when do we request this? 

Let me know what else we need to do to satisfy this transaction. Also, please do not foward the 
attached documents as they contain personal/private information. 

Thanks a bunch. 

Bob 

Limited lime Offers: Save big on popular laptops at Dell 

No virus found in this Incoming message. 
Checked by AVG-www.avg.com 
Version: 8.5.339 /Virus Database: 270.12.53/2154 - Release Date: 06/04/09 05:53:00 
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THE SECURiltES REPRESENTED BY TBJS INSTRUMENT llAVK BEEN 
ACQUIRED PORJNVESTMENT AND NOT wmtA VJBWTO, ORIN CONNEC110N 
wrra, THE SALE OR. DISTRJBU110N TllE:REOlf. NO SUCH SALE OR 
DJSPOsrnON MAY BE DBECTED WITHOUT AN EP.F!CfJVE KEGISJ'RA'l10N 
STATEMENT "RELATED TllE1tETO OR AN OPINION OF COUNSEL REASONABLY 
.ACCEPTABLE TO TH£ COMPANY THAT SUCH ll!GISTRA.TION IS NOT 
REQlJIRED UNDER THE SECURl'l'JES Actr OP 1933. 

ZENERGY INTERNATIONAL, INC. 
CONVERTIBLE PROMISSORY NOTE 

1. Prmcipal a.pd lotctcst. 

April?, 2008 
Chicago. Illinois 

1.1 · ~ IntCIDAtfonaJ.. J'nc,, 11 Novada cmpozaticna (the "Colllpuny"), for wluc 
n:ccived. hereby promises to pay to tho order of Robert. Guieb (die "Jnvcstol"' or the "lloJder') 
tbc swD of Thirty Thousand DoJlans ($30,000.00), whioh alnOUDt ls reflected OD the (!ompany's 
ICCOnh as duo and owing to Balder as of Apdl 7,. 2008. at the' dmc and hi the ~hetcfDa:ftcr 
l'fOVided. . 

1.2 'Ibis. Convertible Promisso:ey Note (tbe "Note") ahaU not bear any inl=:st from the 
date of issuance of this Note. 'Ibis Note shall be payablo upon demand ("Demand Date"). 
Commc:no.bJg on the DcDiand Date, all principal hereunder slWI be pa,Y#blo by die Company 
UJlOSl demand made by the lnvcstot. · 

1.3 Upon paymc:nt lo full of the principal hm:a.f. this Note ~ be sunenducd to tho 
Compmy for aneellation. · · 

1.4 Tho principd of this Note shall be pa)'llblo at tha principal oflice ortbc Company and 
shall be foiwarded to the address of the Holder hereof as such Holdc:r sball ftom tlmo to time 
designate. 

2. Attorney's ftcs. If the" ludebtedacss represented by this Noto or any part lhc:rcof is 
collceted in b~, reccivcs3hlp or olhet judi~ial proceedings or if this Note is placed in the 
hands 0£ attomcys for collcc:tlon after default, the Campany agtea IO pay. in addition to the 
principal payable hacundcr, reasonable nttomcys' fees and coats illcumd by the Invtstor. 

3. Convmion. 

3.l VoluutaJy Cottvpon. Tho Holder shall ho.vo the rlgbt. exercisable Jn whole« in 
part. to convert tho outstanding principal hereunder into a numbci of fully pafd and nonassessablc 
whole shares or the Company's par value common stook ("Common Stock") ddmnined In 
aCCOldmlcc with Scction 3.2 below. 

Zc:iaru lntcniacloaat. lae. 
SEC FOcNo. C07J07 
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3.2 mmms 'Jtmal!Je. 1'bc number of whole sbaxes of Common SlDCk jato whioh this Note 
may be vohmlall1y ccmvctted ("Coavml® Shares.") ahall. bo cletcrminc:d by dividing the 
agsrepte principal amount bo?rowed hemmdc:r by tho par vZluc (the ~otc Convaslon Price"). . 

3.3 N* yd Com"crslon PmccdUl!:S· After· recc:lpt of demand for repayment, the 
C<mapany agrees to give the Hold« .uodr:c at~ Jivc,.(.5) lnWness da)'S prior to the time that the 
Companynpays thls Noto. If the HoJdcrclccts to convert this Note. lhc Holder shall provide tho · 
Company with a written notice of conversion Setting ·ftmh ab~ amount to be convcrtal The 
notice JXmSt be deliv=d fO the CoD1pany together with I.his Note.. Within twenty (20) business 
days of receipt or &UCh notice, th' Cosnpany sbaU deliver to tbo Holder cerlilicatc(s) for· the 
Comm011 Stock issuabfe upon such eon~~ U'thc entire p.rinoJpaJ amonnt hetCUDder was 
not so converted. a new ll01o tepreae.tlting such baJauce. 

3A Otb«Conyenion Pmvfsjmp. 

(a) . Asfiustment of Nom Copyersism Price 1n the event the Compmay shall ha D'IJY 
manner. aubsequcntto tho issmmoo af tbls Noto. appmve a rcclassfficatJOll 'involving a icvasc 
stock S,Pltt and subdivision of tht: Qmipauy»s Issued aiid outstinc:Ung sham at Common StocJr. 
tho Note· Conversion P.ricc ahall forthwith bD adjusted hy propoitionardy inc=stng the Noto 
Convemon Price 011 the date that SbCh iubdlvhiDA iball ~o effective. In the ovcat the 
Companyahatl iJa my manner, a~ 101ho~·ortbls.Noto. ~ ~ tec1asslficalion 
involYJDs • fmward stock split and subdivisiCISl of the Company's issued end aotstandiDg shares 
of Cammon Stock, dsc Noto Conmsion Pdce sball fimhwitb be adjusted by proportionately 
dccrming the Noto Convrormon Pdc=o on the da!o that such subdlvlaicm sba11 become etrectlve. 

(b) Comrmm Stock Defined. Whenever refcresicc Is uwto ha tbla·Noto to tho &bares of 
Common Stoolc, the tapl "Common Stoc.k" shall mean the. eommon Stock of the Cmnpmiy 
authorized as of the date ~t and any other chm or atock mnldng on a parity with such 
Common Stock. Shares bsmblc upon conversion bercof shall me~ only shales of Common 
Scoc:k of Ches Compmly. . 

3.S No Fms:tfonaJ Shares. No fiactional shares or CoJmnon Siock shalJ be issued upon 
conversion of1hb Note. Ia lieu of the Company Issuing any Ji'actioaal ~ to-tho Holder upon 
the conversion of Chi& Nolet the Company shall paf to tho Holder the amount of outstanding 
prim:lpal hereuader tbal is not so ~cncd. 

4. R.epreccntoti01Jf. WqmmtJes and Cmremgiu ofJhts gomp~ The Company repRScats_ 
wammts 8hd cov=snts with the Holder as fl)llowa: 

(a) Authorization; BnforcC1lbilftx. All coipomtc action on tho part ot tho Company. its 
officcn, directors and atockholders nceessuy for the wtborizatfon. cxecutfon and delivery of this 
Note and tho pcrComw:icc or all .obligations oCthc Company IJorcnmdct hPB been faJceD. Bild 1hls 
Note ·constitutes a valid. and legally binding obliaatlon of the Company. enfcm:eablo in 
accordance . with its . tenns c:xCt:Pt . (i) as limited by applicable banlcruptc:y, fJiSolvency, 
icmgan)ution, moratorium. and other Jaws or· general appllcatior& aBecting cnfoicemt:Qt or 

...... -.~!t_~m' rights generally, acd ("Ii) as. Jjmitcd by law$ relating to the availability of specific 
pirfomiiiiti;iil]liiiawc·reucrorl>ther-equitablc:remedics.· ···· . . . . . . . . .. . __ . . .. 
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. . 
(b) goyetmneutal Co@cnta. No Q>l1$Clll, approval, quall6calion, order or tulthorizalion 

.of, or filing~ nny local. sfato or ti:dcrnl governmental aU1harity is required on 1h8 part of the 
Company in conuection with thD Company's valid execution, dcllvcsy or performance or thls 
Noto except '111 notices RqQired to be filed with tho Sccurith:s and Exchange CM>minion under 
hphtion D of the Securltlcs Act or 1933, u 8DlCSlded (the "1933 AJ;t"), or such filings a may 
be mpiircd under applicable state securities ]awJ,. which. if appUcabl~ will be simely filed wilhin 
the appl_ieabte ,J>Criods tlu:lefor. 

(c) No Vi01atiou. '11ao execution. delivery 11nd perfotmniico bftha Company ofthis'.Noto 
and the co.nsummatUm of the tr:o.nsaetiom contemplated hezd>y will not .n:sult in a violation of its 
Catffacatc or l!lcoiporation or Bylaws, .ID aey inatiriaJ ~or arsy provision or anymac1&a~ 
agrcemem, mstniulaJt or· ccnttad to which it Js a~ or by which it is bound or, m 1he best or 
jts bow~~ of any fedcmt or smto judS111=t. ·Older, writ. dcc:RC. statute, mJo ot rcgulalion · 
appllca&hs to. Che Cmnpany or bo in material conmct vnth or ccmstituto. .with or without the 
passage of tfmc or giving of notice, either"a material defkult under any such pn>vjsion or cm e.vc:nl 
that JCS'lllts m the crcat!DD of any mattrfal lien, cbarsc or encumbrance upon any uscts of tho 
Compnny or 1ho suspcusion, revocation, impairmcal. forfeiture or. nonn:nBWal of any material 
pcmUt, lieeose, au~on or ap_pnml applicable 10 the Company, jls business or operations, 
or any of its asscls or Pzoperties.. • 

~ .. Repn:scntatig and O:!veMY of tJm HoWs,t. The Company has e.nteted into this Note 
Jzuclianco upon tfle tA:rU~g ~tadons and caycnanta of tho Holder: 

(a} Ipvestment Puspme. This Note and the Common Stoclc issuable upon convasio.n of 
the Noto arc ac:quired f~r investment mad not wilh a view to the sale or distn"butiun of any part 
theieai; and lhe Holder has 11<> prescat intcn1ion of selling or engaging in any pilblic distribution 
of the same except pursuant 1D a registration or c:umption. 

(b) fliwtc .lssuft. Tbc Holder \Uldcrsbmds (i) that this Note and the CommOD. Stock 
issuable upon COl1VC($fou or lhil Note arc riot iegUteted under the 1933 Act or qualified under 
cppllcablo S1atc securities laws, and (b) that the Company is tclying on an exemption fium 
ceglstnition pzedieated 0J1 lhc reprcsmtaticms set f otth in this Section 8. · 

(c) financial Bisk. Tho· Ho!dcr has such Jcnowlcdg~ end experience la financial and 
business .ruattel'3 as lo be capable ot cvaluatiug the merlts and risks or lb invcstmenr, and has lhc 
ability to bear the cconomf i: lisles off is investmc:nt. 

(d) Risk of No Rmstratfon. The Holder understands thas Jr the Company docs not 
register with the Securities and Exchange Commission punuanl to Section 12 of tho Securities 
Bxehangc Act of 1934 (the "1934 Actj, or :file 1eports pursuant to Section lS(d) of die 1934 Act, 
or if'a Rgi6t:nl!ion statement covering &he securities under the 1933 Act Js not in cff~ when it 
de.sires to siill ihc Common Siock is1uable upon coilv=ion of the Nore, .it may be required to 
bold such securities for an indcfinito period. The Holder also undctstands that any salo of the 
Note: or the Common Stock which might be made by it ia rcliattco upcm .Rulo 144 hllder the 1933 
Act may be made only in accordance wiih the temis and conditioua of that llule. 
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. 6. Assignmept. Subject to the.restrictions on 11131Wfer dcscnW in Section 9 below. 1hc 
rights and obligations of tJsc Compmy mid the Holder shall ·be binding upon end benefit the: 
sucecssors, assip, heirs. udminisfJatDts and nzmsrmes of the pmtios. 

7. Waiver and AmegdmenL Any pmvisfon or this Notr: may be amended. waived or 
modified upon the wdtten consent of the Company and the Holder .. 

B. Transfer of This Noto pr Securiti§ kcpgble on Conversion ltercof. With rapcct 10 any 
offer> sale or otherdisposldOD of this Note or securities into which 'this Note inay be convcztal, 
the Holder wm give wdtteft zaotkc to the Company prior thezcto. describing briefly tbc manner· 
thc:Ro£ Unless the Compauy rmonabty dctc:rminM that such uansfer would vJo1ate sppllca'blc 
sccurlties Jaws, otthat such tnmsfer would advascly affect tho Compauts ability to account for 
fWme tramactiana·SD which It b "party as a pooUng of'fnteiats, and no1itics thO Bolder thereof' 
within five (S) b'Wdncss days after m:dviog uolice of the transfer. the Holder 1mty oftCct such 
transfer.1bc Noto Ihm tnmsfcmd and each certiticaie JCJ11tSCDtinJ fhe secudtles thus kusfcrrcd 
aLall bear a ·lcgcucl· as to tho •J'.Plicab!c: restrictions on ·transferability in order to ensuro 
compliance wlth tho 1933 ~unless in tho opinion of c:aamscl for tha Company 1uch Jcgc:zzd is 
not required m cm!ct 10 easurc compJiO.-Uco with 1ho 1933 Al:t. The O>mpany may issue stop 
tnmifc:r Snstrw:tiom to Its tmns&:t as=tm conoediou with such rcstrlcdons. 

9: ~ k1y notice, other communication or payment RqUircd orpermlttec1 llerenndcr 
s&all l>c In writing aml .man be dccmc:d to. Jtav.r be= given upon ddivtry jf penonully delivacd 
or three (3) busis1ess days after dcposji iC dcpodtcd in lbe United States uaall for mailing by 
c:ettifiedmil1,poatage psqtald. aD4 ~as ibllows: 

ffto Investor: Robert Gmich 
429 W. Chlo SIICct #127 
Chicago. ll..606JO 

Zcncray Jntcmatiom.1, Inc. 
429 w. Ohio Snet #127 
Cllicago. IL606!0 

Each of tho above addre$scea may c:b3nge its address forpwpotcs or this Scc:tion by &iYhls to &hr; 
ochcraddnissec Potkc of such new Bddress in coa.f'onnance with this SeGtion. 

10. Goveming Law· This Note is bcina dolivered"in and shaD be CODS1rW:d bi accmda.ncc 
with the l&WJ of the State ofNovada, without regard to lhc c:onfliC:ts of laws provisions thc:rcot. 

11. Hyadjpg B1tf~. All head.in~ med herein are used for convc:nience only and 
shall not be 11Scd to CODlb'Uc or mtczpm this Noto. &cept as otherwise hldica~ all rcf=nccs 
llendu to Sections 111fcr to Sections hereat 

.. ·· ---~ ... ---- _J2..Wa!ver by .lhe C9~Y.~-~ ~pany hereby waives demand; notice, presc:ntxnent. 
proiest and notice or dishonor. · · · · · .... · . .. .. . . • . .. ... . . 

+ 

. --- . --------



Zancrc:r lotcnaaeloD&J. IDC. 
SEC fDe N&. c-oTl97 ................................. ._ ________________________ ~----~~~--.:wnc:oo 

13. ~. No cfday by tho Hofder in cxeteislDg any power 0r rlgbt hereunder shall 
operate as a waiver or anypowct or right. 

J4. Scvepbilitv. lf one or mme provisions of this Nore arc held to be WlCZlforceablc under 
applicable Jaw, such pmvision sbaU be excluded tiom this Note and die balan<:o of tho Note shall 
be~ as if isucb provision was so excluded and shall be enforceable in accordmlcc with 
its tams. 

15. No Jmmkmcnt. Tha Company will not. by any voluntaty action, avoid or seek to 
avoid th4 obsc:mmco or peri'mmancc or 8flY ortbc team to be observed ot ped'omled hcmmdcr 
by th6 Compmy, ·but will zt all limes In good 61th assist in. the QUtying out of bll the provisions 
of tbi.s Note mxl in the taking of' all tuch adion as may be ~aasy or appropdntc in order to 
protect cho rights of the Hold.ct of this Notoagainst impahmc.nt. 

lN wrt'NESS WHBREOF, Zcncrgy J~tio.nal, Inc. has caused tlUs Note to be 
executed in ~ ~ mime and Ibis Note to be dated, Jssticd and dellvcicd, all on tho date 
fiiat above 'Mitten. · 

2'A:sscrgy J'Jllmnatfonal, Jno. 

By~ 
President/CEO 

HOLDBR. 

Robert GMich 

. -S.. 

... __ ·---_,.; _________ _ 
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2csicrir l:iltra.dooal, Inc. 
SECRcNo.c.tm07 ........................ _._.~-------------------------------~~~~~~~~.m>.!CllDO 

DIANE D. 'DALMY 
A'lTORNEY AT LAW 

8965W. CORNELL PLACE 

August26,, 2009 ~ 

LAKEWOOD, COLORADO 80221 
303.985.9324 (telcp~o:M) 
303.988.6954 (taelbnile) 
einall:  

WUsoo Dmris& Compeuy 
236 S. Main Street 
Salt toke City.Ulah 84101 

Pacific Stock Transfer Inc. 
SOOE. WatmSpringsRond 
Suito240 
LuVcp!, N~ 

le 144{1>) Siiloo!Sbalcs of Commou Stock 
7.cnt1'81 Hotdb1as lno-> f'otmtrly known as 

aiadlgm Tacdenl~lnc... . 

To Whom. Ji May Conccm: 

• J baw: acted as spcciAl cozmsd lO 2cne:gy Holdings lno,. formerly known DS Paradigm 
Tactical Products Inc.,· a cmponitloia orsani2ccl under the laws of 'tho State of J)elawate 
(the "Corporatfoia"). Tbb..,cp~n is written. in co.unccUon with the WoanCC or Wrc 
certificate no. 1554 to~g in Stock Mmket. Inc. ("IISM'? in the aagre.sa1e 
dtnomina!ion of3,000,000 Dlu.rrc:s of conunmi stock of the COIJ)Oration. • 

'The 3,000,000 sharca or common ctoelc evidenced by .sbaro ceztilicato no. 1SS4 were 
originally issued In conn"tion with tha settlement of debt in tho ~t or $3MOO.OO 
{the "'ZenetBY Dcb.t? botweeD 7.enc:rgy Inc.. a eozpcnation ~ under the laws or 

/"tho Sbste of Nevada \Ztners1") and :Ro~rt Gaalch ("Oasich'?. Tho ~ Debt ts 
evide:nc:cd by • ·rcDedecl in the finandal statements ot Zen as of 17, 2008. 

4l pn , . • so . r zencrgy 
could bo conYcrtz'blO a1· Guicb's sole option. mto sbmcs Of common stoclc Of Zencrgy at 
$0.0001 per share. 

EXHIBIT 
2€:~~ 

It I 



Wilson Davis & Co. 
Page Two 
All8'1$t 26. 2009 

Subsequently, lhcs QnpolatiOJJ, Zc:JlC18)' and. the shmehaldcrs of Zenergy (tho "Zeoeigy / 
smitchotdm") entered into that certah2 slw:ro ~ ~ent dated May 28, 2009 
(11J6 "Sbare Exdwsge AQreemcat"). pursuant Co Wldch tho COJpomtiDll 88fccd tD acquhc 
one hu.aditd pcrccnt or 'tho toia1 issued aocl o~ sbmes of ce»mmon stoclc. of 
~in exchange for lhc hsumico of 2Ui~100 shares~tbD ~~ COJnmon 
stock of ibc Co.q>oratlon =4 co Mthcr assume &;gy~MalSSUii ~ 
COJDmOnstock as sdflam:atof tho Zeaas1 Dd>L . • · 

Jn 1Wtbcr aa:orda%lcc with 1he tcnm and provisions of those catain partial assignments 
of 1ha ZeDerSY Debt doted cffcaivo Juno I, 2009 bciwccn Oaslch &1nd those tcttnln 
migncc:s a listed (coUedimy, tho "Partial Assipmeat of ~gy ~"). Oas!eh 
assigued a pro-ma portion or Ids right, tit!o and lnt.ercst in and to the 7tnczgy Debt to 
certain usSlgni:es. (collectively. the . ·~ and lndlvfdually iis follows: (1) 

-~\!P8l.Jirc~~~-Jna.. in. the amounto!Sl~·~.f~ Skytrno ~fal ~ti Inc. 
. ~ ~ S3,160.00t (iil) s1sma ~ oroup · IA tliC ~r 

$2.600.00; (n') Romero Xiep In 1he amount of S40.00; (v) Xyinbcily Nelson. in the 
amount" or $4,900.00; (VJ") Javorb Gaslch in the =ount of S4,900.00; (W) Neft*l 
Jov.auovich in the mnonm of $4..900.00; (Yill} Dlasm~vla in tho amount of S4.900.00; 
and (Ix) D~ Dahny m the amcnurt of .$400.00. · 

Ill accon!ace with aie' ~~t rcccipr of .IK1lkt3. of co.ovetSion dated- Juno 3. 2009 
:from. the A$sipees (co1leictivdy, 1hc "Notice or Com=lon") and sctt!cmem of tho Debt 
by~ofan l!Rl'CAAtC of'2..l4,00Q.OOsbm ofCo~k'OfibCc~nlb' 
~iiie!i, .1 am Of the opbilon that: (i) cffcctiYo Juno 3, ~009, the restrlctiva lescnd 
may bo removed fiom such aharc certificates to bo issued to tho Assign=; and Cu) tho 
t.,~ or c0mmcm stock maybe sold by the .Asst~ fieo otany mtrietlom on1ranafer 
'wsfhout·~imaetiiiC"'SiiUdDcsAC£or1~ns~~?.rP~tto 
Rulet44{b)o!thoAet. · 

La$tly. effective Ausust 7, 2009,. Skyline Capltal Investments Inc.. an Assigueo 
~~~~ 3.000.000 shsmot common stodco~lhe Com.JW2Yheld 2!,JCCO~by 
~ . 

ZmclX)' la1a.alk>D1 .. J1SC. 
SEC Yd& Na. C0'1707 
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Wilson Davis & Co. 
Page Three 
August 26. 2009 

In connection with 1his opinion. I havo ~ the foHOwing: 

1. Board of Director Resolutions of 7.enasY dated June 'l, 2009 ctrcctivc June 1, 
2006 ~g and ~owledsfna the tams ond provisicos of the Zemqy 
Debt (tho '7.cl=gyBoud.~lmfans"). 

• 2. Board of DiRdor &$olutions of tho ColporadoJl dated Jone 3, · 2009: © 
• ratifying encl ~kdgi~ the Cenna and pmvisions of 'tho 7.enctgy Deb1: 

. (ll) approving 1Lc assumption or the ZoMr8Y Debi; (ill) acknowlqlng 11= 
Pama.I .Assignment of Zenetgy Debt: (iv) acknowJcdsing rccdpt of 1ho 
Notices of Convmsion fioal tho Aasfsnces; and (v) 'PJWYing the fswancc of 
thcpgn:garo 27.4,000,~ sham or common stock to tho Mslgnecs. 

3. Shm BK.change .Agreement. 

4,;"I)o Pardal AsdgnD1altof~DcbL 

5. ThcNoticcsofConvcnion.. 

6. Ccrtificat~ of Amendment to Ccrtilic:ato of lnoorpomtion BS filed with tho 
I>e~ ·Sc:cn:taq of State on June 1, ~ cbmlging the par ~uo of tho 

. ~on•s shares of common stock to so.0001. 

7. ~ Aac:nowlcd~ or Gift of Shares dated August 1. 2009 signed by a 
~tativeoC~ • 

l .bavo also mvestrgated such other Jnattcr:s aad examined suola other dOCUJDents u l have 
dcemcc1 necessary fn CoJDlcctlon wilh,thv mideting Of thJs OpllUO.D. .In examining thcsa 
documcnt6, • r have assumed tho .s=uinemas of the :sipinurcs . not witncucd, lbc 
BUfheiitidty .or documczrts submitted as oziginals, and the conformity to odginals of 
do¢umcmsnbmitfcd u copieis.. nts opinion is based solely on tho !Acts and assumptions 
as set forth in Ibis opinion and is limited to I.ho investigation and examinations and soch 
olherinvesUgntlon as l dc:cmcd ~· 

Based on the fn!cmnation provided and on JDY examint&tion o.f th~ documents p?CYiously 
dbcussed. I find BS follows: 

--------·---
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1. Tho is,,uancc of tho aprcpto 3,000.,000 sbarea of coromcm stock of the Corporation to 
DSM waa.punosm to a sift of&hoso shales by ~liao dl'ectivo Auauat 7. 2009.1be 
orisinal 274.000.000 sh~ or common. stock of the CoiporatioD i8aucd w tbc A.ssf~ 
(otwhlda SbJmc·b included) WttO llCq\lircdbythc~ fiom tho Corpotati'on io a 
~ 11anSaCCion pmswmt to·thc tenm of~ Share Exchange Agrccm=t, the 2.elte:gy 
Ddlt and tbe Pa:tlsl Assignment o!ZeccrsY Debt. At tho clato of' the Ze'ncrSY Debr,. tblJ 
comldcralie>n was alvm en.cl Redved sad tho shares wero deemed 1bUy l"'fd and DODw 
~lc. 

2. IP accontmico witb th: tc11DS end p1'QYfsicms of the Partial Ams;amc:nt of ZcnCIE)' 
Debt. Oasich DSSigned a podion of his riaht. titla and Jn~ in and co 1ho Zcmcr;y Debt 
propo~ly to lho respcctln.A:ssi~ · 

·3. ThoAssjgnecs en4 IISM!ball be ctcemed co have held t1u: shares of common~ tor 
m r:.ue9S of OOC (1) '1eaf fioJ3i the date Of April 17,.2008 BS cseabllshed by tho ZcnQ'81 
Debt based DpOn thcnMsed Ruic 144 c::mctivo February 15. 2008. 

4. None of 1bt: AssJguecs nor llSM ero =matly nor hovo bcCll Wrlns tJuJ pcctding 
tbtec mont&s an diliate of'chc Corporatfou et that fttm b defined by Rulo 144. NOM or 
iho .A.uianees nor 1ISM eae officers or dlrecrors or the O>rpozadon· nor a pmt)' Jn m.y 
msnncrof~with the €ozpotatioa dlntl'a>ulj~ta~omhiJ> end 
none of the Assls=cs nor llSM sball be c:oiJSidcted~ter lh JCSJ*t to Ibo 
shBtes witliin tho moanfag af'Scdion 2(J J) of tho AcL Nono of the. Assigneoa nor USM 
an: under control of cithec lhc Coiporaticn ot any of its omc:ers and dbecton. 

5. ]'hU:orpomdonis not mKl &.as not been a sbcll cozpontio~ as defined in lbl1o 230.40S 
of tho Securities kt. --

. Based on tho ·above, Ism of tho opin!OA that (i) u of June 3, 2009, the ICStrictl~ legend 
IWll' be mnoVc4 !ram the. share ccrtifiC4ltcs Issued co the Assignees represcblms in 1hc 
aas:rcsato tLo 214.000.,000 ~of commoii stock o!tbo Corporation; (il) ea Of August 
1. 2009. tbo lcslridiva legend may be zcmcwcd -&om rharc =tllica!e iio. 1554 is.sued to' 
RSM: ("1JJ)'as oCJunc 3• 2009, tho iequircmc:nts ontulo 144{b) have becaun~ and tho salo 
of tho .alwd of'common stock ottbc C~on· cvldenced by tbo sb&JV certili=tos 
&sued to 1ho ~w Assigac~ Will bo cxempi &oai the resistratloa requlrc;mcnts of 
'the Act iuJdcr tho exemption set focth ·in Ruf~ 144(b); .. ("w) ~J!(.bu~ 7i_ 2009, the 
mpdrcn\cnts ontule l44(b) bave beat met and the salo Ot'1bo SDircs Ol comiiiOR'sioc1c. o( 
lhe Corporation evidenced by sbate certificate 110. lSS4 issued to USM wJU be aempt. 
fiom tho ~ rcquittmeals of tho Act lJndcr lhe uempdon sci forth Ja RaJe 
l44{b)> end (v) the Mares or n stock bo tJ so d or tnlDS!em:d by 
the kosi~ and USM ftic o cny iumcti0J1S on tnmsrcr. 

7..enup Jota1'alion:al. I~ 
SEC ~Ho.C47'1V7 
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'lbc Coipimdion, J.>acifio Stock Tnmsftor Inc., 8DY b~ct, &UlY clearing Jlrm, tho 
AssipteS end DCM me authortztd to pnisot 1hls Jetter and to rely on ibis opinlon Jn 
sclUng the sbarc:s of coimnon stock and tn regbicring tramfcr thereof. No other USC or 
this opinion is autbori=d. 

.· 
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THE SECUR111ES REPUSENTED BY TIDS lNS'IRUMENT HA VE BEEN 
ACQUIRED FORJNVESTMENT AND NOTwrrR A V.IEWTO, ORJN CONIUCllON 
wrm. 'tHE SALE OR DISTRJBUUON TJIEREOF. NO SUCH SALE OR 
DlSrosmoN MAY BE EFF.ECTED WITHOUT AN EJ'Jl2CTJVE RECIST.RA'DON 
STATEMENT 'RELATED THERETO ORAN OPINION 01" COUNSEL REASONABLY 
ACCEPTABU TO THE COMPANY THAT SUCH BEGISTRATION JS NOT 
REQVIRED lJNDER TOE SECURlTIES ACf O'F 1933. 

ZENERGY JNTDNA.TlONAL, INC. 
CONVERTIBLE PROMJSSORY:NOTE 

1. Princip@I aud Iotcn:sl. 

April?, 2008 
Cbieago, ntiuois 

1.1 · Zenergy Jntcmatfonal, J'nc,, 11 Novada coiporaUon (the "Company''), for w.1\JC 
n:ccivcd. he:eb)t pro.mises to pay to the ontor or Robert Gasich (lhc ~esto'(' or the "!loldCI") 
the sum of Thirty Thounnd Dollani {$30,000.00), which amount Is rdlected on the Company'a 
ICCOnls as duo PD.d owing to Holder as of April 7,. 2008,. at the time and in the~ hereiDatlcr 
provided. · 

1.2 'Ibis ConvcrtJ"ble Promissoey Note (the "Note'') aba1l not bear sny 'intcteSt 'ftom tho 
date of issuance of this Note. This Note shall be payabJo upon demand ("Demand Dato"). 
Cc>mme:nclng on tM Demand Date, Dll principal hcn:under abll be pa}'llblo by tho Company 
upondemandmadoby~c~vQwh · 

1.3 Upon payment iD full of the principal hereof; lhis Noto s~ll be .um:ndcrcd to tho 
Campany for eanccUation. · · 

1.4 Thct princi,PDl of this Note shall be payiiblc at tho principal office of the Company end 
shall be forwarded to the address of lhc Holder hereof as such Holder shall fi'om time to time 
designate.. 

2. Atrgmqy's Fees. Jf the· indcbttdncss represented by this Note or any pan lbcrcof is 
coll=ed in brmkruptcy, reccivmbip or other judicial proceedings or if this Note is placed in the 
hands ot attomcys for collcctlon after default. the Company agrees so pay, in addition to the 
princlpa1 payable br.rcunder. reasonable attomcyi fees and costs U1cnmd by the Investor. 

3. Conversion. 

3.1 votWJtary Conversion. The Holder shall have the: rlgbt. exercisable Jn whole or in 
pan. to convert the outstanding ptincipal hereunder lnlo a number of fully paid and nonassessablo 
whole shares of tho Compmy's par vaJuo coJUmon stock ("Common Stock") dctcnnincd in 
accozdmlcc with Scetion 3.2 below. 

Ztzilrv l1:1trnatfoisat, lac. 
SEC Ille Ito. C07707 
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3.2 Shatq lrntab!e. 11ic number of whole sbmes ofCOmmon Stock into which this Note 
may be vohmlm11y converted ("Convcnlon Sban$") ~ bo detmnincd by dividing tho 
aggregate principal amouni borrowed bemmdcr by the par value (the "Nota Convasion Price''). 

3.3 Notice and eonveglon J>m:cdures. After recdpt or demand for RJ>a:yment, the 
Company agrees to give the Holdct Dotice al~ iivo (S) b\Wncss days prior to the time that the 
Company repays this Note. If tho Bolder elects to convert this Note, tho Holder shall piovido the · 
Company with a written notice ot conversion setting forth the amount to be convcm:d. The 
notice must be delivered io the Co111Pany together w.ith this Note. Within twen1)' (20) business 
days of receipt of such notice, the CoJ11Pany shall deliver to tho Holder certificatc(s) foflbc 
Cexnmon Stock ismable upon such convcrslo1l and. fl the entiro priaoJpal amount hereunder was 
not so converted, a new noto teptesenting such baJaruz 

3.4 Other Convqon Provfslons. 

(a) . Adiustment ar Note Cmm;njon Price. Jn tho event lhc Compnny slJaJI in any 
manner, subscquem to 1ho isswmce or this Note. appn>Yc a ~caiion 'involving a JeYmC 
stoc1c split and subdivlsion of tho Company's Issued and outslandlng shares of Common Stock,. 
the Note Conversion Price shall forthwith bo adjusted by propoittonaiclY iocrcasing tbc: Note 
Conversion Price on the date that such subdivision shall bccoJQ& oft"cctlve. · m the event the 
Company sbull in any manner, subsequent 10 tho isGua.uco of this Note. appmv~ a reclassification 
involYing Jl fonva.td stock split and subdiv.ision of the Company&issued and o.utstanding shares 
of Com.non Stoek. the Note Convmion Pdcc sball fonhwith be adjusted by proportionately 
c:1ccmlsing the Note Conversion Prieo on the clato that such subdivision shall become effective. 

(b) Cnmmon Stock Defined. Whc:11cver J'Cfcn:uco ls mndo in tbia·Noto to the shares of 
Common Stock. the ~ "Common Stock" shall mean the. Common Stock of the Compmiy 
authorized as of the dato hereof, and any other chm of stock ranking on a parity with snch 
Common Stock. Shares issuable upon convenion bm:of sbaJI include' only slmm of Common 
Stock of the Company. . · 

3.S No Fractional Shares. No fractional shares of Common Siock sbalJ be issued upon 
conversion of this Note. In litti of chc Company issuing any fractional shares to· the Holda upon 
the conversion of this Note, the Coblpany shall pay to tho Holder the amcnmt of outstanding 
principal hereunder that is not so converted. 

4. Jlcprescntafi()!l$. Wamu\tics and Q?yensnu of the Company. The Company represents. 
wmnmb and covenants with the Holder as tbllowa: 

(a) Authorizatiot1; enfoteg!bility. All cospomtc :iction on thD part o! 1ho Company, its 
officers, directOJS and stockholders ncccswy for lhc authorization, execution and delivery of this 
Note and the pcrfonnancc of all obligations of the Compp,ay borcundct has bc:cn fakeu, and this 
Note constitutes a valid and legaUy binding obligation of the Company, enforceable in 
accordance with its tcmlS except (i) as limited by applicable bDDkruptcy, insolvency, 
rcorgnoization. moratorium and other laws or sc:ncral appliCAtior1 a!feeting enforcement of 
creditors' rights generally~ nnd (ii) as. l}mitcd by laws relating to the availability of specific 
perfo.rmancc;·injln1ctivc-relicfor other equitable remedies.·-----· ···· ... · · - · ,. . · 

Zaaao lntmuticnw,IDC. 
SEC File No. «TI07 



. . 
(b) gqyenum;qtal Qnyrents. No consent, approval. qualltielltion, order or authorization 

.of. or films with. ~Y local, siDle or fc:dc.tal governmental aU1hmity is required Oil the part of the 
~pany In r.onncctiDll with the Comp84y's valid execution. delivery or pcrformanco of 1bls 
Note except tJJJY notlcesnquired to be filed with the Securidcs and E:xchangc Cammisaion 1Jllder 
~tion D of the Securities Act or 1933, a& amended (tbc "1933 Actl1), or such filiDp as may 
be required undet applicable stD!c .securities laws, which. if applicable. will be timely filed within 
the spp~icab!c pcdods tbaetbT. 

(c) Ng Vlgla!fqn.. '11Jo execution. dcUvcry mad perfommilco by cha CompDDY or this Noto 
and the consuuunatlcm of the transacdons contemplaaed hezd1y will notiesult Jn a violation of its 
Certificate ofJncOJporatkm or Bylaws, In 81IY matmal n:spcctoftmy.ptovislon.ofanyinQrtgagc, 
agreement, fnstlUIDaJt or contract to w.&Jch jt Js a party or by wbic'b It Js bounct or, to 1hc best or 
its Jcnowlc:dge. of eny federal or stato j\Kfgment, 'Otder, writ. deem:. statu~ nilo or regulatibn · 
eppJladJLS to Che Co.a>parry or bo Jn mataiaJ co.nfllct. with or ccmstitute, .with or without lhc 
passage of lime or glvmg of notice, dtbcramatcriat default under aJJj such piovisfon or nn ~ent 
that rcmlt.t in ·the crcaUon of tmy material ~ dW'ga or e:aeumbr.mcc upon any wets of the 
Company or tho su.sp'ension,.·nsvocadon, impairinf:nt forfeiture or.nomcoewal of any material 
permit, Jic:eaae, ~On or approval appUcable 10 tbs: Company. its bushlcss or operations. 
or JJ1J1 of its asscls orpoperucs. · • · . 

S.· Bcmmntntfons and Covc:nMt! of tho Hqlder. The Company has cmcrcd into this Nola 
In "Uanceupon the follo~s ~tadons and covenants of tho Holder. · 

(a) Igvestmcnt Putpose. This Noto and the Common Stook issnabJe llpoD conversion of 
the .Noto pro· acquiml fo.t inVcstmcnt a:od:not with a view to tho sale or distribution of any part 
thereof, end the Holder has no preac:at' intention ·of selling or .mpging in any pUbJio dimibuthm 
of Iha samo except pursuant 10 a .registration or t:JC.cmption. 

(b) fdYatc Issue• .Tho Holdcr.lJDdmumcb (i) that this Note and the ·Connnon. Stock 
issuable upom conmsloa of this Note arc not registered under the 1933 Act or qQ:Jllfied under 
appl!ca'blc state securities Jaws, and (b") thot the Company is tclying on ma exemption fiom 
registrntion p.tedicated OJI tho reprcscntatloos set forth in this Section 8. · . 

(c) financial gfsk. Tho· Holder has such Jcnowlcdgc and experience In flnancial aiid 
business .matter.i PS IO bo copab1c of cwluating lhc merits end risks of Its investment, and has the 
ability to bear the cconomJo tislcs or irs illVC$tmc:ot. 

(d) Rid.: of No Registration. 11te Holder understands that Jf the Company does not 
register with tho Securities and Exchange Commission pursuant to Section 12 of the Securities 
Bxchange Act of 1934 (die "1934 Act"), ot :file reports pwsuant to Section lS(d) of the 1934 Act. 
or if a icglstration sutcmcnt covering the scc;urities under the 1933 Act is not in effect when it 
desires to sell the Common Stock issuable upon conve:sio.o. of the No~ it may be 1"equhcd to 
bold such securllics for rm indt:finito period. The Holdc:t also understands that any salo of the 
Nole or the Common Stock which might be made by it in reliance upon Rulo 144 under the J 933 
Acl may be: mado only hi accordance with tho terms and conditiooa of that Rllle. 

-3-
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. 6. Assigmnent. Subject 10 thc.iestrictions on transfer descn"bCd in Section 9 below. the 
rights and obligations ot tho Company IUld tho Holder shall ·be binding upon and benefit ahc 
WCCCHOrs, assigns. heirs, admhJistratois and lmDSfmes or the parties. 

7. Waiver R1ld AmcgdmenL Any provision of this Note may be amended. waived or 
modified upon tho written consent of lhc Company and the lloldcr. 

8. Irnnsfer qfThh Note or Securities Iqnable on Conversion ltercof. With ~cct 10 any 
ofl'er, sale or other dispositlon of this Note or sccurlties Piro which this Note inay bo converted, 
the Holder will give written notice to the Company prior 1hereto. describing briefly the manner· 
thm:of. Unlas the Company RaSOnably dete:mllne.s that such transfer would vJoJBte appllca'.blc 
securities Jaws, or that such tnmsfc:r. would advclscly affect 1ho Compuys ability to acellUnt for 
future tramactiona to which it is IL party as a pooling of Intc:rcsts, and notifies thD Holder thereof 
wjfhla five (S) business days after m:dving uotice or the transfer. the Ho~ UJ3)' crf'ccl. such 
Umister. Tho Noto thus tnmsfcznd and cadl ccrdflC3tc rcpresc:nting th~ securities t!Jus Cramferrcd 
shall bear Ii · lcgcnd ns lo tha applicable restrictions on tr.msfmbWty in order to ensuro 
compliance with 1bo 1933 Act, unless iu tho opirifon of c:ounSeJ for the Company sucli legc::ad is 
not RqUired in ordet to easm:c compl1'ncc with 1hc 1933 Act. lbe C.Omp:my may issue stop 
tramfei- inSbud!ons to its tm1sfCt agent in conaection with such rcatrlctiom. 

9: ~Any not.ice, other COIJ1122unic.ation or payment~ OT permitted hereunder 
shsU be in writi11g and 1hall bo dCQDCCI to. have been given upon dclivtzy if pcrso.nnlly delivcicd 
Cl° tbm: (3) bD$iQess ·days after dcposjt if depoidtcd in the Uni1ed States l1:J8il for mailing by 
cetdficd mail, poatage picpaid, and addressed as .tbllows: 

lt'to Investor. 

lfto Company. 

Robctt Gaslch 
429 W. Ohio Street #127 
Chicago, IL60610 

Zencrg lntcmadonal, Inc. 
429 W. Ohio Stmt #127 
Chicago, lL 60610 

Each of the above addressea may c:h.plgc its address for pllIJ>otca of this Section by giving to the 
other Bddn:ssee sioticc: of such new sddms in conf'onnance with this Section. 

10. Governing Law. 'J'bb Note is being dcliveml"in and shall be con.struod in accordance 
with the laws oflhe Stato of Nevada, wiihout .rcgard lo the confiicts of laws provisions thereof.. 

11. ljc:ading: Refer~. All lJeadinBS med herein arc used for convenience only and 
shall not be used io comtruo or interpret this Note • .Except as otherwise indicated,. all l'Cferences 
ltercm to Sections refer to Sections he!W£ 

12. Waiver by the Comnany. The· Company hereby waives dcmand;noticc. presentment, 
protestand-notJce-of·dishonor.. -- . . ... .. . . . 

Zcneru lnttn'l:atlont, JDC:. 
SEC 1111 No. C0'1707 

. -------· 



Zancro ID1m1atlo1111, Inc. 
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13. ng. No delay by tho Holder in exetcislDg rmy power m .right hereunder shall 
operate as a~"~ of anypowtt or rigbt. 

J4, ~eyenbnity. lt one or ll10ie pnWisions of ibis Nata arc held to be unclfozceal>lo under 
applicable law, such povhlon shall be excluded fiom Chis Note and 1hc 1>4Jancc of tho Nore shall 
be intaPctcd as if such provision was so excluded and shall be cnforeeable in acco.rdanec: with 
itstcnns. 

15. No .bnplanent. The Company wi1111ot. by any voluntary aoii011, avoid or seclc to 
avoid the observmlcc .or pcrionaancc of any of.tho terms to 1>c obscntcd or perfonned hemmdcr 
1JY tho Company, but will zst all times in goo41ldtb assist In. tho·ca.nyms out of all the provisions 
of this No1c mid in the tam~ of all &ucb .acdon i\S may bo ueccmq or appropriate io order to 
protec:t rho rights of lhc Hokfct o£this No1oagninst impabmcnt. · 

1N wrrNESS wmm.BOP. Zcn:igy Jn~oiml. Inc. has caused -1his Note to be 
executed in i~ corpointc =me and this Note to be.dated, Issued and delivcrca..an on the date 
filst abovo written. · 

ZcnC!gy Imcmatfonal, Jnc. 

~ 
By_..--------~~~--

P.resident/ CSO 

DOLDER 

Robert Gmicb 

···---···---------------
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P ARAbIGMTACI'JcAL PRODUCI'S NC. 

CONSEfilJ!ESQWrJON§ Olm BOARD Q!DIRJCIORS!)'ttllIR COMPA~ 

WHEREAS pursuant to the provisions of Section 78.315 or Che hcvada Revised Statutes, 
.T:Cbapra- 78, ~ amondcd ltlu: "Ad?, IUld tho Articles ofln~orp_oradon and .Sy-Laws o!Pamdfsm 

acefCAJ Products, Jnc., a belaware eo~on (thc-COmpany''), the UTdmipect being the sole 
director of the Com~y and constituting the Bow ot Directors t.•t diD compmry, htccbl 
consents to. votes hi fAvor of end ado~ tho following consont m11Judon$ of 1he Boan! of 
Dlrecu>a. Such Board ot Dlrectors ~ his sfgJJanuc Jieieto ·docs helcby Waive any and all 
ri;q_~rcmcnts for the giving ol notice for md ofthcs convening of a foirul mcotfos or ihe Board 
of Dln:ctOD; 

AND WHEREA§ the Boan! of Directors oldie Compa_ny Jw bmJ cn.aa.aed ;,, dlscusstons and 
negoliationJ reprdlng acquisition of all otdae ~and oumtandJng shW of common stoclc of 
ZeiJcrgy lntcmii11Dna11 Inc.. a priVll!c mnl)anY o'Banlzcd under tho laws of Ole Stato ofNc:vada 
("~'), assump~on of certain lfabilltlos.. Including the $30,000 dcbl due and owi?g 111· 
2energy fa Robert Ouich (che •Dc&t"} as evidenced by that certaln convertible note fn tM 
principal amount of $30,000.00- ~ted April 7. 2001 between Zencrsy and Robert ~asfch (the 
.. Conva1t11>le Notr:."); · . . 

4ND Wm;rcrs the Bo.ud of Dllecto13 JW. deit!mlncd that tbo D ahot'O cxolumgo aigraement is 
c most ~c CfjJ strUCturc to consummarc ~a tn\nSgtion and eacl• sbmehorcteror~ 

(che •izcnotBl ShDrchol~ wlU reccivo one Share or restricted eommnn stock of' tho Company 
.tor t:Vt:°fy ln"'_ share of .l.4285714 Bhare3 held of1=nl in~ 

AND WHERE~ the Board of Dircclars )UIS tecdvtd lbat ecnain share exchange ~rermeut 
dated May 28, 209 amon~ the Company, Zencr8)' and the ZCnezgy Shareholdcra (lhe "Slwc 
Bxchangc: Agre~ment'?. wluch provides for lhc lransW:.tion dcscn"bed nbiwe; therefore, 

nu; JOLLOWtNG CONSENI JU§Ol.trnONS of the Dlrtetotl 'l( Che ACorponstlon wen: 
appmvUI by Ille Dlrectcm of lh~ COmPfUJ)" cffCcUve u o! th~ S :tay of June_ 2009 (lhe 
"Effcctivo Oat~ heroin). 

NOWTHEBEFON; BE lT RESOLVED TIJA T: 

Anpro~I and Rptificatioo otthe Share E!change Amcmcnt 

I. The execution. and consumination of the S~ Exchnngo A~t amons tbe 
Company. Zc:ncrgy and the Zcnergy Shareholder:c be and hcrd1y b npptO'#cd Md ratUied in idJ 
respcds. . 

2. Th~ Company b4 and hereby js 11utho~ to a.sswnc fhc I>cbl and M)' other 
Habilities as set forth in the ltnm and provlsions Of lhe Slwe fixc.hnngc Asrecmw. Md fs 
t\rrtlzcr authorlicd to ~mply wi1h the tenaa Md provlaionc of the Convetdbt~ Nole. 

- __ .......... _________________ .....__......_ --r---------·-
a,a·d tA6tsG?JJ.Bt:o1 
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3. The Com~:r bo and herclrt is autbotizm to issua an ass•eaatc 216,232.JOO shala 
or its common 4tock ~.the~ mwcboldets, end lhat Uie lswimco uf tbo ll 6;232.J ~o shares 
otib oommon ~ to lbQ 7.cnergy Sbmholdet1 In accordAnco with 1b1: 1ennt atad pl'O\'isions of 
&be Shan: Exc:h&nse · ASiec.merit abaU he . validly lssuad cmd fidly :soJd ond c0n-mseuab1o 
cffcctlw: as of May 28. 2009. " 

4. . The. ki~ of Ilic 2US.232~100 aharct ot commDn stock to tho ·Zem:rgy 
Shlnbolden ~ JsWfid ~·to Seellen 4(2) llftd ·Regu1Atlon S of Uto Securities AC& ot l933t 
aaamendcd ClhO ~Jifes·Act"). 

s. , . 'Iha i•co at· the 216,232;100 sbara. or commot st6ck to the Zc::ntfBY 
SlwchoJdm will· noil>e "''bt&:ie4Ullder tlJ~ SceundQ Aet. tbal $Uch sbtua of wmnOJl stock 
1nl!1 ho oft'CRd. sold. Or oihcnvfso 118nifem:d only 8ftet ~tation tD the Com~ ot nn 
opfaion or co~ ~tort totha COsn~y 1hit the tn!Qsfer will not vioJotc lh~ SCcuritics 
Ad onn.y appllcable_~4 J~, ~!bat stoGk certificates tor is:suincc of lho shares or common 
stock of th~ Com~ S'hall bCU a Jogezid scttina tonb the n:s1rietfow. on triln$fcr of stock. set 
lodh below: · . · · • 

. . · . 
"l'bct.securillet ~rcsonledby 1h& st~ certifacatc·havc m>t h~ ~siaWed lladcr the 
Securlties Act of 1933. as !mended tlht -Securities Ac&") ot "J)lioa&Jc stntc murltiC$ 
JAWS.·.md Shall no.t. be sold; pttdiat. h)'palh~, dmlattd. or otheawiac:i tram.rcm:d 
Cw~ or ISOt~r c:onst~1ton).br lhe.l"'tdct~ uposi 1ho ssuanco to tho e>mpauy 
oh Avarablo ,op,nton ol:fts C4~f.~r the ~ubmtsslon to the CompBDY of sueb otbot 
evidence u UJay bo ~sf.actoJ)' ro coUl)Sd lot the Compilny, to "lhe cftect tL•t ADY~ 
tmnsfer ahDU not be in violation of lhc: Securities Act or aspplicabfc state securities Jaws ... 

BaJiUc:otlgp of w:neol matten 

6. . RotiOqtfgn 9f aurh~. Any one Dircctor of lhe ~ C'f Duc:dors or .Executive 
Ofiit.et of the Company be and samo b h~ aulhariud mid dl~rcd for and on behalf ot 
the Company to do abcl perform all aots '1td dUnss asld execute and d11Jivcr ell doG\lm&nts ond 
take al} Sue& other step& os may &c neces!al'y or dcslrabfc to aive 'filll cft"cct to the.te consent 
resolutions; · 

1. Rarjfiegtjon a[ JhD wm sl. The ~a.rate acaJ ,., lhc ComJW>Y· IDlSY ~ 
alf'ixcd to any .document provided for n these ~sent resoltmons. 

DO.Am> OFDIRECTOBSs 

Date: June£, 2009 ~ 
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Assignment of Debt 

Robert Gasich ("Assignor") 

Skyline Capital Investment, Inc. ("Assignee~) 

THIS ASSIGNMEN'f made this 3rd day o.f Jun~, 2009 by and 
between Robert GasiCh rAss1gnor") and Skyline Capital 
In"estment, Inc .. rAssignee") 

. . 
Wltnesseth, that for valuable consideration In hand of 
slgnlficance rece1ved "Consulting Services" by the Assignee 
in support of the Assignor., recetpt of which· hereby Is 
acknowledged; 

The Assignor hereby assigns and· transfers to Skyllne Capita.I 
Investment; Joe. $3,760.00 of asslgnable debt of Zenergy 
lntemational, Inc. {successor to Paradigm Tactical Solutions, 
Inc.), held benefidally and of record by the Assignor. 

IN WITNESS WHEREOFF, the Assignor has. executed this 
Assignment on the day and year first.above written. 

This assfgnment is without recourse to the Assignee. 

J (~ 4d1_L,:,A#& __ 
Skyline Capftaf In~~t, Inc. Robert Gasich 

("Assf gnor") ("Assignee") 



Notice of Conversion 

The undersigned hereby irrevocably elects to con·vert 
$3,760.00 into (37,600,000) thirly·$even million siX hundred 
thousand share$ Of common· stock of Zenergy International, 
Inc. ("Company-) according to conditions set forth In such 
common stock certificate as of the date written below. 

If shares are to be 'issued fn the name of a person or entity 
other than the undersfgned, the undersigned will pay all 
transfer and other taxes and charges payable with respect 
thereto. 

Date of Conversion: June 3. 2009 

Appllcable Conversion Price: $.0001 

Share~ are ... to be registere" in ihe following name: 

Name: Skyline Capital lnvestment:S, Inc. 

Addres$: 688 NW 156th Ave, Pembroke Pines, Florida 33028 

Zc11e.ru JntctRalional, IDC. 
SEC fllc No. c-mn 

WDCOCOOH 



CONS1JLI1NG SQVJCES AGRljEMENt 

llBCJTALS 

WHERRAS. tbc:Omsa!Wrt is nJt I~ eonb'adorc~ I.a Cho busfnc:u ofhwoaor 
rc11tlons JCRfca; 

WIJEll£AS, th Oompon)-~ittt IO f9creasc 1al'OdOr ~for its dfm1s oriis COtllmOD stodc; 

'Fotesid ID uo.ddtnition oftboJ:dUUlal PfOll1lsts Bn<I c:ovenimtl cauiaincd~ the palt1mhacto *&'00 ILi 

follows: 

ARTJCl.'S 1. S'EllVJCES .PROVD)SD 

J.O 1bc Coinpaly baeby agrees to CD8'1P~ sill Col.1alUzuitl hctc:by i!Jt'OO IOpoWSo Ibo 
followiug hwostor rcladons scrnccs: 

(a) Proh "1C l Pa!'!t@pl TectleAtlrpdit!!s tnc. on ~t wcbstb: 
(www.invosdll~) 
{b) DaDy coadwilh nsarlctC ~ ~optfo o-maD. ill3tlmt mcuagei, conlcn:~ eall:I. aml poua io 
iawmor li>n=s with use at dtsdaimcn . 
(c)Cmtomenand Sbard\o~ havlna ~tomypbcoo nttmbcrai1denlt ~. 
(d) u,~ olflmsrt!na 11 StDSkMnr)qt, Jpe.. i:n PR.."4 wdn C0'4tllct\lUedion la lpJlrOYed. 

AR11Cl..E2. TERM OF'ENGA~ENT 

l.O 'lbis.A.Vccment it to lio in cftcc:t lordio period ivm Mty 300!, 2902 up fo alld JnctudL!g 
July :tptJr. 2902. and is so boeppllcd loany111bscquoct~1 er~ 

ARnci.B 3.. PAYMINTFORSERVJCIS 

3.o 1u~&~'RdoiloDsscnfccs,a.009..900PmTpd1er8b•mt>rnrc<stodc 
may •ot bo S.S. mgr •OOthltt ttcql 

~ Qll kJOGl'Dalecf toibe foUowlllp 
AC/.PP1naodlll Joe:. 
Ace6unt. "3milO 
Jn Ibo nnmo oe 1~1 lo S•~kMarttt, Jue. 



Ztsacru lnlcnutSonll, lor. 
SEC Fi.It tf._ C.o'77D7 
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EXH,IBIT 20 



UQTALS 

WllEllB.As. tbcConslaltmnil*ll ~~cppd iii Ibo buslncu oflnwlaiir 
rcb!lam Jtnfccs; 

~ tboCornpc1111c1ttmto~~~toritsdJaitsori1tcommonstoc1i; 

Fat and fa Mns!+redon oflfloDllUIJptClmlsc:t andcoYCn&Dtl canraidcd bcrt.in. the ~h=:o as;r.e as 
rouows: 

ARTICLE 1. SER.VICE.9.PROVIOID 

J.0 ~~ybCftb)tagrccaCoaapp Comuln:nh, tm~ J=t.by AprlOCOpovido&he tono.rms !nYostor roladamscmccs: 

(a)Profllamt<ra!'Jld!mT•e!kaJ'Pnzd!ld!.lite. Qll~'wcbsl!e 
(www.Da~) 

• (b)DaDy~vdtlaftslrbcpaddswa~o¢n~ fJIStmdmoa=go,~ calls.adpom ~ 
fnvmcor-liln=I with useordlsdafmea . 
(c)OntommaadGbiftMJctenlalW!Pg"c:costomypllcao~endmWlsdclroa&cs. 
(cl) U:sooflmptfpg fa Slc!Q Mprbt; Jpe.. fQ PR."s lmlJn CC1ltllct\tUcctfon ls lpJltOVcd. 

Ma'ICLE2. TIRM OllENGAm:MENT 

2.0 nm.~I• to hmcmctfl>rcho~ &vm M1rm. 2902 up to and lnchidbsg 
:Jaly :atll. 2902. and lstoboopplJcd CO:llJY mbHqlsentftDDWl!lciroxtaudom. 

AADC,tB3. PAYM!l'fr10JlSERVICIS 

3.0 As~ llt IAva2DrRdiltlcms scrvfccs. a.opo,mg EJuTpd!er Qi•!'!:! ortJ'PCCSt~ 
mu Wiit ff §t!,or •Dlbtt wtW} • 

(•) ~~ 
(b) fllild.H.an be \¥irCld to: 

~ nml 
I 



ARTICLE '-MJSCEt.J.ANEOUS 

Nolfca. Alf/notla:orotJJerccxmmmbzXm ~ar~robc eM:o ~.WUbDfD 
'Midn& tm1 shall bcr deemed co havo b@4uly8"= wJJ= ~ .,asonally ct .1m1 by rcprorcc! or 
coril6ecl bSd1,, ldutO nw:dpt~postago pcpaJd co the S*dtshcmo "'-lbolr~ indk:a=t 
hozvfna!W. Either party 1%1*Ychmt&G h& or Its ld&1:ss fottho pmposc of this pe.nigJ'8pb by v.irlttm J:OCico 
abnilatl)' gMn. . . 

·a.t1ro~.1WsA~~tbocclirD~betwecsa cboJ>dcs lan:lndon IOlll 
sub,Jcd~artd mpcr=b=d ~ aU pforljJeemcnts lictWeco SZICb P.nlcsrclailoll IO suck rNb;Jcct 
maitet. • 
~ti'~ 1lm~maybo.itacdor~illwhoJo0itas~onlylnwrflm1 
aijplOd by boa Patti=. 
w.mw. NowaJwrofmiyLn=:b orcoodldon ofib~ent aJWl bodoomcd to be a walvctafzmy other 
~ liftiadt or~~ wbathcrara lilccordUl'ercnl tDt1lrD. unlcsa sudiall be 11palbydlo 
J>mOD 1111.ldztgsuch waiwn sndlontilda '° pOYldca by its terms. . 
Capdonr. no ~~lr\t&& Agreem=taofmatcdumattcrotc:ai1~ailt.br~ 
.i runo.,,., amcttbts ~•nm. Zfmkcir~ ID~otarryoth pnMatom.. 
~ 11tll~WJJ lic:Sl)Ymed by-~ Ill accoimuco with the i-s oraae ~or 
W1seamin. \lrilbaat~ todmcimtUctoffo.ws provislcm thcrcot · 
~~ 'JbJJ Agn:cmcnts&dllnwoiodlcbolcfd~aml be biadinsapog 1b P.i&sbmtto, 
tbeU-~ i:idpc:mzilUd~ 11ib Agreemammayaotkassipcd by~P111f1wbhoastho 
WJiCCO COD.taSt otdxt otb=' Psrf¥. 
~.'JbitA~t1mt1~~tc~Mdbyfaxtnu\whalcn,eadlcmmttsJ=zt 
bcilridocmodma adgl=L · 
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THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION . 
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In the Matter of: 

File No. C-07707-A 

ZENERGY INTERNATIONAL, INC. 

WITNESS: Scott Wilding 

PAGES: 1 through 202 

PLACE: 801 Brickell Avenue 

Suite 1800 

Miami, Florida 33131 

DATE: Thursday, September 1, 2011 

The above-entitled matter came on for hearing, 

pursuant to notice, at 9:00 a.m. 

CH\C~GO REG\OMAl Off \CE 
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Diversified Reporting Services, Inc. 

(202) 467-9200 



1 

2 
3 

4 

5 

6 

7 

8 

9 

10 
11 

12 
13 
14 
15 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

1 

2 

3 
4 

s 
6 

7 

8 

9 

10 
11 
12 
13 

14 
15 

16 
17 

Page 138 

A It's about using Dale's services. 
Q Did you enter Into an agreement with Dale 

to use his services to profile Zenergy? 
A It basically states that, yes. 
Q On the third page ls that your signature? 

A Yes. 
Q You don't recall asking Dale to sign this 

document on your behalf? 
A I don't know why I said those in the 

e-mail, it must have- I mean, honestly, if 
somebody signed my name so be it because I didn't 
have a scanner, but J think that's what happened. 
My scanner broke or something like that e couple 
of times, maybe I asked him to help me out because 
I couldn't send the documents out. 

Q Whether or not that's your signature, do 
you recall.entering into an agreement with Dale 
for marketing services? 

A Absolutely. 

l 

2 
3 

4 

5 

6 

7 

8 

9 

10 
11 

12 
13 
14 
15 

16 
17 
18 
19 

Q I'm going to band you a document that's 20 
previously been Introduced as Zenergy Exhibit 111. 21 
It's a opinion letter from Diane Dalmy to Wiison 
Davis at Pacific Stock Transfer dated August 26, 

22 
23' 

an opinion letter on behalf of Dale? 

Page 140 I 
~ 

A Everybody gets one so J never talked to 
Diane specifically on anybody's opinion. 

Q She never approached you to ask about 

your transaction with Dale? 
A No. 
Q Okay. Did she ever ask you any questions 

about your consulting services agreement with 
Dale? 

A No. 
Q Did you ever discuss gifting shares to 

Dale Baeten? 
A No. 
Q On the second page of the opinion letter 

near the very bottom Diane says, lastly, effective 
August 7, 2009, Skyline Capital gifted three 
million shares of common stock of the company -

A J don't know about the word gifted. 
Q So you don't remember gifting shares? 
A No. I mean, she used the word gifted, I 

neve~ read it Where does it say gifted? Here it 
is. 

Q Then If you go to the third page where 

• 
l 
~ 
} 
t 
l 
!. 
" 

2009, together with attachments, the last 
attachment ls a consulting services agreement 

2 4 you see the numbered items there, number seven, 
25 . Diane said she's examined the following, and 

;page 139 

between Skyline Capital Investment stock market l 

dated 30th May 2009. There are a lot of documents 2 
here so feel free to take a minute. 3 

A This is a legal opinion from Diane Dalmy 4 
to Wilson Davis, a brokerage finn. 5 

Q It looks to me it's on behalf of Dale 
Baeteo. 

A I think everybody got one so J'm pretty 
sure. Whoever got shares needed a legal opinion 
from Diane Dalmy. 

Q She supplied opinion letters for multiple 
I ndlvlduals? 

A For everybody that received stock, yes. 
Based on stock purchase agreements, the debt, the 
assignments. 

Q If you look at the first paragraph here 
on the first page that second sentence says, this 

6 
7 

8 

9 

10 
11 
12 
13 
14 
15 
16 
17 

Page 141 

item seven In that list ls the acknowledgment of 
gifted shares dated August 7, 2009, sfgned by 
representatives. 

A I didn't write this so J have no comment. 
Q Did you ever provide her an 

acknowledgment of gift of shares? 
A No. 
Q Did you ever acknowledge a gift of 

shares? 
A No. 
Q It says a representative of Skyline, 

~ 

~ 
< could there be any other representative of Skyllne } 

other than you? 
A No. I only gift shares to one person and 

that's myself. 
Q Okay. The very last document In this set 

of Zenergy Exhibit 111 ls another consulting 1 19 opinion is written In connection with the Issuance 18 services agreement. And If you look it's actually ' 
' ~ . .... .... -- · -- .... ~---- l-9-ofshares·certlflcate to investing· in stock market--~---·· 1-9 · #·-a-dffTerenMate·than·the other-one wejust· looked · ! 

20 in the aggregate denomination three milUon shares 20 at. ~ 

21 
22 
23 

of common stocks. Investing In Stock Market, fs 
that Dale Baeten's corporation? 

A Yes. 

21 
22 
23 

A We just went through this. 
Q This Is a very similar agreement. I 

guess my question Is If you look at Zenergy 

~ 
1 

24 Q This fs an opinion letter on behalf of 24 Exhibit 107 which Is also a consulting services ~ 

.. 2-i:s::m1:2JD:za:i:c:J:me.:i:=D;:iociy1:1ou==re=m=e=m::: .. b:me::s:r=D=l=an:::ce::it=a~lk!Zln:i:gnrotmo11;yL:1S:o11:un:a:l!!b~ou=t~~m.~~,~ ... ~a=g121r;;:;eeil';'m;:;:eir.~ .. m_t.m, l=.oi=o_ki::;:..s:;;:.~ v~· e~rmy=sl=m=f:m::r::!, ::!!l!it'~s=fo:r.;r~t~hmre=e~-~-::r; .... ~ .. ~.~.: 
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million shares, et cetera, it actually has a 
different date on It, one fs August 7, 2009, and 
the other is May 30, 2009. 

Dfd you enter Into two separate 
agreements .with Dale? 

A No, there is one. 
Q Do you know why there are two different 

dates there? 
A No. 
Q On the third page or the second page -
A There was one transaction. 
Q On the last page of Zenergy Exhibit 111, 

Is that your signature at the bottom? 
A Yes. 
Q So do you remember signing two separate 

agreements, or entering into two separate 
agreements? 

A No, no. Maybe just the date's changed. 
One agreement and maybe just the date changed so 
we had to revise it. I'm not sure. But I never --
I'm a hundred percent sure there was one 
agreement. 

(SEC No. 258 was marked for 
identification.) 

Q Okay. Let me show you a one page 
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the numbers that matter. 

So the amount toward the top here say $75 
thousand. The send date you have to read a little 
backwards, It's 09/09/14, that's September 14, 

2009. Debit Info Is Skyllnc Capital. And then 
credit is going to Downshire Capital. So what 

this wire transaction detail suggests that Skyline 
Capital sent Downsh~re Capital $75 thousand on 
September 14, 2009. Do you remember sending 
Downshire Capital 75 thousand? 

A Yes. 

Q What was that for? 
A I don't remember. 
Q What was the source or the S75 thousand? 
A What was the source? 
Q Yes. Where did you get the money? 
A I guess the sale of stock of something, 

that's how I get all my money. 
Q Was It the sale of Zenergy stock? 
A Yes, had to have b~ I was broke before 

then. 
Q So did you just say you don't 

2 3 remember what you -
2 4 A I don"'t remember what this was for. You 
2 5 would have to go back to the date and ask Dan, I 
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1 

2 

document I'm marking Zenergy Exhibit 258. It's a 1 
check from Skyline Capital Ronald Martino drawn on 2 

just don't remember. 
Q I'm going to show you an e-mail chain 

3 Bank of America account for $15 thousand. 
4 A Right. 
5 Q Dated August 30, 2009. Do you remember 
6 sending Mr. Martino SJS thousand, writing him a 
7 

8 

9 

10 

11 

12 
13 
14 
15 
16 

check? 
A I guess 1 did. 
Q ·Why were you sending Mr. Martino $15 

thousand? 
A No idea. · 

Q Was this to repay him for services 
rendered with respect to Zcnergy? 

A Nope. I don't remember. 
Q Was it to pay him for promoting stock? 

A Nope. J don't remember. I think I loaned 
17 him money. 
18 Q Okay. 

--- - ~----- --· -"'~---·-·· 19· ··-··k·-1 honestly·don'tremember; · ······--·-----·· 
20 (SEC No. 259 was marked for 

21 identification.) 
22 Q Let me show you a document I'm marking 
23 Zencrgy Exhibit 259, It's a wire transfer detail 
24 from Brink of America. Five pages back. It's a 
25 little tricky to read but l think I can show you 

3 previously marked Zenergy Exhibit 115, it's one 
4 page, top ofwhfcb is an e-mail to you from Dale 
5 Baeten on September 17, 2009. 
6 So If you look here at the bottom e-mail 
7 

8 

9 

10 
11 

12 
13 
14 

15 

16 

chain Mr. Bennett e-mails you on September 17th 
that, oh well, they still turn me down without an 
explanation that makes six brokers to turn my 
shares down, and then your response, send shares 
back to the TA and have them reissue them back fn 

Skyline Capital Investments, Inc., name and I will 
sell them for you. Then you forward that on to 
Dale. 

First, did you think it was unusual that 
he had six brokers that turned down his attempts 

l 7 to clear the shares? 
18 A Like I said, the brokerage finns are 
19 · refusingtoaccepfstoolCWlietheflt'si legar. . . -·-· ····-· ·- ... 

20 opinion, whether everything is good or not it's 
their discretion whether to accept the shares or 
not. You would have to speak to those brokerage 

21 
22 
2 3 finns compliance departments and the attorneys 
2 4 that work for them and ask them why they refuse to 
25 accept shares, I have no idea. 
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Message 

From: 

Sent: 

To: 
Subject: 

Diane Dalmy[  

12/17/2009 8:53:41 PM 

'Vincent Cammarata'  

RE: opinion 

Vinny - you have NO idea regarding the state of affairs in the industry involving FINRA and SEC. I am not going to write 
an opinion until I am satisfied that there are absolutely no issues regarding this company. I am not going to risk my 
license. I am reviewing everything. And no - it won't take me 5 minutes. It will take me an hour to prepare and then be 
bombarded with questions and requests for documentation from brokers and lawyers of brokerage firms. etc. I need to 
make sure that all is in order - and I am not sure it is. 

Diane 

From: Vincent Cammarata [mallto:v  
Sent: Thursday, December 17, 2009 12:47 PM 
To:  
Subject: Re: opinion 

Diane 
Come on this is getting so ridiculous it will take you 5 freeking minutes This is killing me 

Vinnie 

___ ......... __ .. _ .................... ------·········-----· ... ~ .... -----·"""~-··--··-·~ ... ---.a .. -------·-····--··-··--.. ·-----·----~ ---
From:  <  
To: Vincent Cammarata <vcamm4@yahoo.com> 
Sent: Tue, December 15, 2009 10:31:35 PM 
Subject: Re: opinion 

Vinny. This is killing me. I will. But I need to explain to you tomorrow. 
---Original Message---
From: Vincent Cammarata 
To:  
Subject: RE: opinion 
Sent: Dec 15, 2009 8:06 PM 

i cant beleiv you arent I am really discusted and pissed i asked for nothing ive been begging for months and i am owe this 
this is bullsshit i hope you alleat have the descency to finalize 1 request and get me what i am owed you promised you 
should reconsider and you wont hear from me again 
--Original Message-----
Date: Tuesday, December 15, 2009 8:56:27 pm 
To: "'Vincent Cammarata'" < > 
Subject: RE: opinion 
From: "Diane Oalmy" <d  

Vinnie - right now, I am not providing ANY Rule 144 opinion letters. I am 
sorry -- you have no idea what is going on in the industry right now and 
over the past two weeks I have made this decision. 

CONFIDENTIAL DAL000307 



Diane 

From: Vincent Cammarata [mailto:v  
Sent: Tuesday, December 15, 200912:01 PM 
To:  
Subject: opinion 

Diane 

Please get me out of your hair and get me the opinion letter you promised 
for the 13 million shares of VLC HOLDINGS LLC AND I WILL NEVER BOTHER YOU 
AGAIN 
VINNIE 

No virus found In this Incoming message. 
Checked by AVG· www.avg.com 
Version: 8.5.427 /Virus Database: 270.14.108/2566-Release Date: 12115/09 
07:52:00 

Sent from my Verizon Wireless BlackBerry 

'~ .. ·-········-.. ·-·· ._.J 
1 ........................ : 

No virus found In this incoming message. 
Checked by AVG -www.avg.com 
Version: 8.5.427 /Virus Database: 270.14.111/2570 - Release Date: 12/17/09 08:30:00 

CONFIDENTIAL DAL000308 
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CoofidcDtial Tn:a1ment Requested by Pacific Stock Transfer 
Zenergy International. Inc. C07707..00686 

9709692t05 >> .. 

rad&: Stock 1'QD:Jfc:r fac. 
50013. WamaSpbtpllmd 
S11itt240 
tM Vegu.NmdA 

Re: 1bilo 144(b) s.!o of S!mc:s of Cmman Stock 
of2=rgy JWcfUtss l'ac. 

To WbcmltMaJ Ccmcem: 

l haw a=l ea spcdal ccuntel lD z=ta lloldinp lnc., rozmm, bowD ., l'aadigm 
Taaid PmducU b.. a a)ipca&a ~ 1indcl' thclllWI otthc SbU at~ 
(tho~ TlzisC'piDioa Is 1Wdar:u in cormecaion with 1bD sttdmaJt ot&titha 
tlla lllDOUlll of SJ0.000.00 (thD ~ Ddlf) bclWDlll 'lwfB1 ·me., • ~ 
~ -4ci' tt.c ......, ot tha s.. ot Ncftda ~ ... ~ Galcl 
~'DIG 2'ma&Y Dcbtiscvidcaccd bt aJ'dloc:Udm1lic &.da15Udmfttl ar 
Z.cziagy llS ol Apn1 17, 200& Md ApB 17.200B. Zax:ru cmc1 Oaicla ~.asr=J 
ID4 atahlkbe4 dl&t sb ~Debt amid. be r.oovertlb1o at <Jasich's Iola optima imo 
Dflmaof c:omtaollstock or~aa so.0001 au Share. 

~.the ~'Ow Zalagy ml tbo "*"""'""' ofZau:lp (the~ 
ShmhDldm") C*lld mu. dutCl!lta!m slme ~ ~ data1 May ls. ioog 
(lhe'-sbaoElcdlqe~~lowh!ch the ~IQlra!to ~ 
OllC !mndftd ~ cf tbe total bud and «JtJlst"!CHDg Ues of CGmmGQ :stDck of 
Zeaqy Ill mmnp (arthl kuoJco of 216.232.100 Wn:s of Uta nmGb:Xt coanan 
stock of die. Corponlian and to tbrda-unmw: the 7.mqa Debt Pll ·b1aso .-es or its 
ccmmannto* uaalr.m=tof dm Zc:mcrgy 'tJi:ht. 
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Confidential Treatment Requested by Pacific Stock Transfer 
Zenergy International, Inc. C-07707.00681 

9789692165 » 

ID fiJttbft accordzm:c with 1b Imm tDd pmisicms af 1!toso COlbDa plriial msipmtots 
arthc Zt:nl:l8J' Deb& dmd effedivo JJmC 1, 2009 (lhe'"bs!!al A11i,pmelll or:r.aa0 
.Debt'l. betwec='l·Guicb aad VLC Ho!dJ9 LL(: (dio ca~ Ouidt mpal a 
po-niapoctkm o!bls ~ tltl6aDClintmst!laaid10 ihe·Zaeao Deb1 ta> thcAaslpec 
in lhc41DGUZ1t ofSl.300.00. 

Jn ICCOldaDco with lbc 8l2hscquals receipt of aotico of~= ~ 1'Clfle 3a 2009 
•1hoAmiaoeo (1b~ee otCoa~") am ICttWotut ortba Ddlt by blUancc of 
a 8.urt8ZBo.f 13.000.000 .s!sma otOm:inaonStadcof the CoipondcalO 'lhD ~ 
Jam tithe op!nicm ~ (i) ~ 11.200!>, \ho R&tridiw ~ tm11 be Rm0'9Cll 
:nom the slmc c:czd&ase 1o bo bsut.d m die Asli.sacc; am (ii) IM ~ ot CC1G;1U1m1. 

~may ba soJd by ILc Assisnco fim of 10y=biclians an lllAd'cr.tthid re,&tmdon 
undcrtbo Sccmidea .Act af 1933, M MDCDae4 (dm •Aca") puauW to lW1c 14t{b) of die 
ltJ;t. . 

In eoaoedim 'Wl'lh tbis o}liDfon. J ~ examUxd lhc tbDowing: 

J. Doard of~ RaohiliamofZ:zu:ray ddrd.Jlme2t 2009cWcc:tivcJmie1, 
• 2006 ratUYJ:ng mut ·~ ih6 ta1D.1 wt povisims orlho .7.amlJ' 
Dcbt(die~ BoadReso!ati=s"). 

P315 

2. »oin1 ot DJftaot ~ Or tho Qr,pcn1ioa dmd June 3. 2009: (t) 
ndfyina and acbaw!tdaiag lhe =ms ad p:cwbJ.au oldie~ Debt; 
(il) llpp'OYiDs 1ho mmnp&n or the Zencra Debt: (w) ~ 111c • • 
Part:ot A»iSDJU.tAt ot Z:Qau Debi; (IY) ICb:urwkdgina iecdpt or t!Mt 
Notica of Convasion &om 1ba ~and (v) appnMDg1hc bro.we or 
lhe aggregaze 274.000,000 ~ of commca sioc:1t 10 Ibo ~ (1'iiich 
ln;1ada tbfs~b=:in). 

3.Qarc~~ 

4. ThcPanbl Asslgome.ni or7.a1c:ru Debi. 
... 

s: ·no Notico of Con'nftion. 

·-·----
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Confidential Trcatmc:nl Requested by Pacific Stoclc Transfer 
Zencrgy International. Inc. C07707-00688 

9769692185 » 

Paci& Stoc.k Tnmsfcr Inc. 
Psgc'Jlfto 
~bcr28.1~ 

6. Cenlfiem ol Alllmlctam to .CadBc:atl ot~ a SW with 1be 
Ddawzn ~or Stato ce .Jama 1.2009...,, - .Plf vaJm or tho 
Carpara!fcm"s sllamt of eammcm sft)tJc ~ SD.DOOJ •. 

I Jmto also Izrratit,ablll SDCb odieiJmttasm ~- 01hcr.Jocnrnmtt ul blWO 
deemed~ la.~ ·-~4Jflhl• op.mloo..16.~ttao 
~. 1~fdlmDCd·6a ~ mtt..··~ s:tot ~ tbo 
~ of dac=JU\ts ~ e od&is'Ut.-' tb8 ~·to mfafna1s of 
tb:mnmt1~aseapb. 1Hsoji:nioaisllisedDOltJ1~~.&ctad ~ 
• sctbdl In thlsopinkmlllldu nmww•~ and~ ..smi 
~i:a.wsdpt:icm uldccmcc1~. 

Based on tho lnbmldon pccvfded and ai mr~on of thedocvmeralS pnJ\'lausly 
~Uindm lbllawl:. . . 

L 'lll.c bsmm:cof Iha iP8* 13,000.000 lllaa of COPSDGD.toftbo ~ 
ID lfMt Alslgnee, w!JJ. bo acqaln:d .by lfc Aataacc aom .. Qlqlorldaa !n a plvaa: 
tnnstcriod pmmattD the tams of the<Sbfro~ ~tho 2cnlqt Debt 
abll ~ Partial ·Asslgomeot at~ Dc1JL M thn GIB d 1b ~ De1;it. fistJ 
con·~_,~ MIS scum.1ad1M obllCs'WCIW ~ fililt pid ud. ~ 
assessable. 

2. k ~ Vll011be tams &nil~ oftbo l'ctial ~ o£Ztoav 
DcLt, GMicb &alptda pordtmof!lit!iFt, Qtead ~lntmd sq thc~Debt 
~tofho~ . 

'· nm Asslgute man bo deemecl to hm: k!d.1hc *n:I of rmamoa atbt.tfor In mas 
of one (1) ymfimntiio dale or April 11.200a u cmNbW IJrdmZmr:qu Dellt~ 
lJPQD the IC'i:Jcd Ru!o 144 eft"ldive 'FetrmrY 15. 200I... Jlowner. the ~ WIS 
~ anaffillao orcbo CompanyUDlil Sqitcmbcr 18, 2009. 
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Case: 1:13-cv-05511 Document#: 99 Filed: 12/23/15 Page 1 of 16 PagelD #:2811 

UNITED STATES DISTRCIT COURT 
NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

SECURITES AND EXCHANGE COMMISSION, 

Plaintiff, 

Civil Action No. 1: l 3-cv-5511 
v. 

ZENERGY INTERNAITONAL, INC., et al., 

Defendants. 

DEFENDANT DIANE DALMY'S RESPONSE TO MOTION FOR REMEDIES 

Defendant Diane D. Dalrny ("Dalmy''), through her attorneys, hereby submits her response 

to Plaintiff Securities and Exchange Commission's ("SEC") motion for remedies, as follows: 

INTRODUCTION 

Dalmy inadvertently violated the registration provisions of the securities laws when she 

allowed certain shares of her client, Zenergy, to be sold without registration. Though she acted in 

good faith, Dalmy understands her actions will result in a heavy cost to her and does not dispute 

that she should pay disgorgement and a civil penalty. An injunction and penny-stock bar are 

unwarranted. Such severe sanctions would lead to a draconian result-the end of Dalmy's career. 

The professional reputation of Dalmy, a sole practitioner and single mother, already has suffered, 

impairing her ability to support herself and her daughter. She should not lose her 

career altogether. This Court should impose only disgorgement and a reasonable civil penalty. 

DISCUSSION OF FACTS 

To convince this Court to impose severe penalties against Dalmy, the SEC exaggerates her 

history, her scienter, her involvement and the impact of her activities on the marketplace. 
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While Section 5 of the Securities Act of 1933 is part of the federal securities laws, 

violations that do not entail fraud do not typically merit an SEC Enforcement case. It is rare that 

the SEC will bring a Section 5 case unless it also brings a more significant case, usually including 

fraud, that it already plans to bring. In this case, other individuals and entities were involved in a 

fraudulent pump-and-dump scheme involving Zenergy shares. Dalmy had no involvement with 

that scheme and it is doubtful that the SEC would have brought its case against Dalmy were it not 

already charging the pump-and-dump actors with fraud. This Court should decline to impose 

unreasonable penalties that would destroy her career and imperil her family?s livelihood. 

1. Dalmy did not act with scienter. 

To create the appearance of scienter, the SEC mischaracterizes the facts. Dalmy did not act 

with scienter. She made a good faith ~stake. 

a. The evide1Jce did not clearly indicate to Dalmy that Gasich was an affdiate. 

Dalmy was clear with everyone associated with the transaction that for the Zenergy shares 

to be freely tradeable without registration, the debt that was going to be converted into the stock at 

issue could not belong to a Zenergy affiliate. (Dalmy Dep. p. 169, 7-23, attached as "Exhibit A.") 

Dalmy, in good faith, determined that Gasich, who possessed the debt, was not a Zenergy affiliate. 

The SEC relies on certain emails in support of its contention that Dalmy knew Gasich was 

a Zenergy affiliate. However, those emails reveal only part of the story. Dalmy was aware of the 

affiliate debt issue and sought to confirm whether the shares at issue involved such debt. Dalmy 

reviewed and considered the evidence and was persuaded that Gasich, whom she knew was not an 

officer or director, was not otherwise an "affiliate." Dalmy foJlowed up directly with Gasich 

"·~specificaUy·becaus·e··C5f'the· emails· the· SEe-cites in· order to determine whether· he· was ·an ·affiliate.· 

(Ex. A, pp. 162, 20-24; 163, 1-5; 178, 13-19.) Gasich assured Dalmy that he was not a Zenergy 

2 



Case: 1:13-cv-05511 Document#: 99 Filed: 12/23/15 Page 3 of 16 PagelD #:2813 

shareholder. (Id.) There is also an email the SEC does not mention where Gasich confinns, this 

time in writing, that he is neither an affiliate or control person. (Email attached as "Exhibit B.") 

To further explore the issue, Dalmy reviewed the Zenergy shareholder list confirming 

Gasich was not a shareholder. (Ex. A, pp. 162, 8-13; 179, 11-13.) Believing that Gasich was not 

an officer or director, was not a shareholder, and relying on his oral and written representations, 

Dalmy detennined that he was not an affiliate. (Ex. A, pp. 162, 3-13; 170, 17-30.) 

If Dalmy was wrong about Gasich's affiliate status it is because he mislead her. 

Communications reflecting that Gasich was or was not a Zenergy affiliate show his status was 

unclear. Dalmy's ultimate determination was at most negligent. "If a securities lawyer is to bring 

his best independent judgment to bear on a disclosure problem, he must have the freedom to make 

innocent--or even, in certain cases, careless-mistakes without fear of legal liability or loss of the 

abiJity to practice before the Commission." In the Matter of William R. Carter & Charles J. 

Johnson, 41SEC471 (SEC Release No. Feb. 28, 1981) (Order Dismissing Proceedings). 

b. Dalmy did not know about Gasic/1 's interest in Spire. 

As discussed above, Gasich was not on the Zenergy shareholder list. The SEC contends 

that Gasich had indirect control of Zenergy due to his alleged interest in The Spire Group 

("Spire"), a large Zenergy shareholder. While that might be true, his interest was never revealed to 

Dalmy. (Dalmy Test., pp. 125, 18-23, 126, 11-23, attached as "Exhibit C.") There is no evidence 

that Dalmy knew, or was reckless, regarding Gasich's involvement with Spire. 

c. Dalmy did not believe Gasich controlled Zenergy. 

The SEC claims that Gasich controlled Zenergy. Any such ~ontrol, however, was unknown 
,, .. ,, .... ,, .... ..,., ···~·-

______ ..,. ____________ , ____ ·--

to Dalmy. Dalmy reas~~~b.Iy believed that Gasich ·was·a-Zenergy' consultant (Ex: A, p:--196,--19---· -·--· ---- -·-··· 

24.) Gasich repeatedly conveyed to her that someone else, Robert Luiten ("Luiten"), controlled 

3 
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Zenergy. Dalmy understood that Gasich was merely Luiten's representative, and had to obtain 

Luiten's approval for matters relating to Zenergy. As Dalmy testified: 

Bob Gasich was the holder of the debt. And otherwise, his role 

seemed to be, again, representative of Mr. Luiten, because 

anytime I had a question, he would always say "I'll run that by 

Mr. Luiten." 

(Ex. C, p. 51, 2-6.) 

d. Dalmy conducted due diligence regarding Zenergy's shell company status. 

Had Dalmy acted with scienter, she would not have spent the time and effort to conduct 

due diligence to determine whether registration was necessary. In addition to asking Gasich and 

others for example, a June 7, 2009 email from Dalmy reflects her efforts to determine whether 

Paradigm, the company that merged with Zenergy, was ever a shell company, as it would impact 

her opinion regarding registration, stating: 

I have one concern regarding these Rule 144(b) opinion letters 

and that is whether Paradigm was EVER or is now a shell. I 

asked Vinny [the CEO] this a couple of months ago - and he 

said no, it's always been an operational company. If so, we are 

fine. [ .. ! ] Rule 144 is not available to any company that was a 

shell. And I know I mentioned this at the very beginning of all 

these discussions re convertible debt. 

(617/2009 email from Dalmy to Scott Wilding, attached as "Exhibit D.") 

Had Dalmy acted ·wiili sde-riter;·~slf<f Would ... not have· ·explored --legal ... issues .. relating to ... 

Paradigm. She would simply have issued her opinion without the due diligence. Conducting due 

diligence on the transaction shows Dalmy tried to get it right. She did not act with scienter. 

4 
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e. The SEC implicitly acknowledges Dalmy did 1101 act with scie11ter. 

Had there been real evidence that Dalmy acted with scienter, the SEC would have charged 

her with a fraud-based claim, as it did against other defendants in this case, namely Zenergy, 

Gasich and Luiten. The fact that the SEC did not charge Dalmy with scienter-based claims shows 

that the SEC itself does not believe there is evidence to support such claims against her. 

The SEC may argue it found evidence of scienter after it filed its claims. Were that true, 

the SEC could have amended its complaint to include a scienter-based claim against Dalmy, 

something it does in other cases where additional evidence is revealed. The fact that the SEC 

never charged Dalmy with a scienter-based claim demonstrates that the SEC itself does not 

believe it could prove that Dalmy acted with scienter. 

f. T/ie SEC improperly uses language designed to imply scienter. 

The SEC uses incendiary language to prejudice this Court against Dalmy. For example, it 

cites to the phrase "false attorney opinion letters" in this Court's summary judgment order. Yet 

this Court never used that phrase. Regardless, there is a difference between writing mistaken 

letters in good faith, and knowingly writing false letters. Dalmy made an assessment that turned 

out to be incorrect. She did not knowingly or recklessly distribute false opinion letters. 

Similarly, the SEC seeks to prejudice this Court against Dalmy by describing her as a 

"scheme participant," as if she knowingly participated in the "pump-and-dump" scheme engaged 

by the others whom the SEC charged with fraud. The SEC, however, did not charge Dalmy as part 

of that scheme for a reason-she is not culpable for any fraudulent acts. 

The SEC implies Dalmy is deceitful by asserting, for example, that while Dalmy "refused 
,,.,._ ...... ,,,.., -· '~· # 

to concede the mithentfoiiy''.ofhefweo page·in-·this-case; she was '~forced to.admit the p.a.g~_:wa.s_ 

authentic" in another proceeding. (SEC Memo, p. 3, n. 3.) That is false. Through counsel, Dalmy 

simply objected ~o the admissibility of her web page because the SEC never authenticated it. Had 

5 
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it done so, she would not have objected. Similarly, it is absurd to claim that Dalmy was "forced to 

admit the page was authentic"· in another proceeding. The actual transcript states as follows: 

SEC: Do you recognize this? 

Dalmy: This is from my website. 

(Ex. 10 to SEC Memo, p. 16,) 

Dalmy was not hiding anything from this Court and nobody "forced" her to admit anything. 

2. Dalmy's actions did not cause harm to investors. 

Dalmy had no lmowledge of the pump-and-dump scheme. Seeking increased remedies, the 

SEC improperly· conflates Dalmy's action-opining on registration-with the pump-and-dump 

scheme pursuant to which it charged other actors. The SEC, however, did not charge Dalmy with 

participation in the pump-and-dump scheme. Nor did it charge Dalmy with aiding and abetting or 

causing the fraud. Instead, it charged Dalmy with a non-scienter based violation of Section 5. Had 

Dalmy acted with scienter, the SEC would have charged her with it. 

Dalmy's violation was opining in good faith that the shares at issue could be traded 

without registration when, in fact, those shares were not exempt from registration. Her opinions 

did not inexorably lead to the pump-and-dump scheme. Had Dalmy not issued her opinion, 

Zenergy could have registered the shares and sold them publicly. Or, as an alternative, Zenergy 

could have waited for the one-year affiliate waiting period to pass and then sell the shares without 

registration. 1 Either way, Zenergy shares would have been traded and those perpetuating the 

pump-and-dump would still have been able to execute their scheme. 

The SEC may respond that selling the shares via registration would have come at an 
-·•-... -A~ ~--..-.. AA~-------------- .... --

increased cost. That might b~·~~,--b~i-the- market is 'f'lileci' w'itldiny corilpaiiie~fthatregister their 

1 This alternative assumes that the entities would not be considered "shells" pursuant to Rule 144. 
This Court did not resolve that issue. But even if this Court did detennine the entities were 
"shells," the first alternative of registering the siares remains viable. 
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shares. Additionally, any claim that Zenergy would not, or could not, have filed a registration 

statement would be pure speculation. Zenergy shares were the subject of a pump-and-dump 

scheme perpetrated by actors (not Dahny) who put false infonnation into the market to artificially 

increase demand. There is no evidence to support the claim that anything in a registration 

statement would have tempered that demand. Zenergy was a public company whose shares traded 

well before--and well after-the shares at issue were sold. Registration was irrelevant. 

Even if the shares at issue never traded, the amount of Zenergy shares already in the 

market served as ample fodder for the pump-and-dump scheme. Therefore, the SEC cannot claim 

that "Dalmy was indispensable to the scheme." 

Additionally, there is scant evidence of harm to any innocent investors relating to the 

shares sold subject to Dalmy's opinion. Zenergy was a public company before and after the time 

period when the shares at issue were sold. Investors traded Zenergy shares, both during and well 

outside the time period the shares at issue were sold. (Dalmy's Resp. to SEC's Stmt Fact No. 75, 

Dkt. No. 76; Ex. 95 to SEC's Stmt. of Fact, Dkt. 66-11, attached as "Exhibit E.") There is no 

evidence indicating who the purchasers were or whether they actually were harmed. They could 

have been part of the pump-and-dump scheme with the hopes of seeing the stock price increase 

even further. There is also no evidence showing when, or if, the buyers sold the shares or what 

their cost basis was. After the shares at issue were sold, they could have been resold without any 

losses to the buyers. It simply cannot be surmised that innocent investors were harmed. 

3. The SEC exaggerates Dalmy's history. 

No state or federal court has found Dalmy to have engaged in wrongdoing. Nor has Dalmy 

ever settled securities violation allegations: Instead, the SEC, points fo an arbitrary" deform:iriatiOh · 

by OTC Markets, which has .. no financial standards or repm1ing requirements,"2 and an initial decision 

2 Microcap Stock: A Guide for Investors, https:qwww.sec.gov/investor/pubs/microcapstock.htm 
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by an SEC in-house court. The OTC detennination, which was based on two pieces of mistaken 

correspondence, afforded her no due process whatsoever. There was no hearing, testimony, or 

discovery. Instead, the private organization came to its own determination on its own tenns. 

Next, the SEC points to a case it brought against Dalmy in an in-house court. As an initial 

matter, the decision the SEC cites is not a final decision. The order states specifically that "[t]he 

Initial Decision will not become final until the Commission enters an order of finality." (Ex. 9 to 

SEC Memo, at 30.) The order noted that Dalmy may seek review of the initial decision which will 

prevent the order of finality. (Id.) In that case, Dalmy filed a petition for review, which was 

granted. (SEC Order, attached as "Exhibit F.") Therefore, the decision is not final. Even if the 

decision becomes fmal, it lacks the import of a state or federal court finding because an SEC in-

house court lacks due process, making it fundamentally unfair. Indeed, courts have found that 

SEC administrative proceedings lack procedural safeguards. Duka v. U.S. SEC, 15 CIV. 357 RMB 

SN, 2015 WL 5547463, at *13 (S.D.N.Y. Sept. 17, 2015). Many believe the SEC's in-house 

system of ALJ' s, who rule in favor of the SEC more than 90% of the time, 3 is unduly biased 

toward the SEC. SEC Faces New Attack on In-House Judges, WSJ, Oct. 21, 2015, 

http://blogs.wsj.com/moneybeat/2015/10/21/sec-faces-new-attack-on-in-house-judges/. The SEC' s 

own General Counsel has aclmowledged that it is fair for attorneys to question the fairness of the 

SEC's rules for administrative proceedings.4 In fact, recognizing its own shortcomings, the SEC 

itself now plans to "overhaul its in-house tribunal," to allow defendants to take depositions. SEC 

Gives Ground on Judges, WSJ, Sept. 24, 2015, http://www.wsj.com/articles/sec-gives-ground-on-

judges-1443139425. The OTC Market's detennination and an adverse initial decision in an SEC 

"· · · ., .. · · --·fa:.:house·forum are·not·sufficientto·establisha·historyof securities'law-·violations~--- ...... 

3 "SEC Wins with In-House Judges," WSJ, Jean Eaglesham (May 15, 2015). 
4 Daniel Wilson, SEC Administrative Case Rules Likely Out Of Date, GC Says, LA W360, June 17, 
2014, available at http:llwww.law360.com/banlcJng/articles/548907 
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DISCUSSION OF REMEDIES 

The SEC wants this Court to impose extreme, unwarranted remedies. At most this Court 

should require disgorgement of the proceeds of her stock sale and a reasonable civil penalty. The 

imposition position of either a penny-stock bar or an injunction will destroy Dalmy' s ability to 

earn a living and support her college-aged daughter. 

1. Neither an injunction nor a penny-stock bar is warranted. 

The SEC claims an injunction ·and bar are needed to protect the public from Dalmy. That is 

nonsense. Dalmy' s only transgression was opining incorrectly that the shares at issue did not need 

registration. The public does not need protection from that. 

This case is not analogous to SEC v. Offill, where the defendant showed a "deliberate 

disregard" of the law and he "knew that his actions were illegal." 3:07-CV-1643-D, 2012 WL 

1138622 *4, *6 (N.D. Tex. Apr. 5, 2012). That did not happen here. Further, the Offill court 

determined his "intentional" violations were egregious in part because he was formerly an SEC 

employee. (Id.) Again, not the case here. Dalmy did not act with scienter. Even if this Court found 

otherwise, it is a far cry from a fonner SEC employee intentionally violating the securities laws. 

Further, the SEC has failed to establish the prerequisites for issuing an injunction. Dalmy' s 

mistakes, which she acknowledges, were isolated in nature. Indeed, only in this one instance did 

Dalmy accept client stock as compensation for her services. The stress and burden resulting from 

defending these claims brought by a U.S. government agency, including the detrimental impact on 

her law practice, represents a powerful disincentive to engage in future violations. There is simply 

no reason to conclude that Dalmy will be further tempted to violate the law. 

These penalties-are extreme a11d will destroy' her career. · 

Dalmy has been a lawyer for more than 30 years. She helps small companies navigate 

securities laws. Her clients generally are issuers of penny-stocks. The Court should not bar Dalmy 

9 
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from participating in an offering of penny-stocks. Such a career-ending bar is unnecessary to 

protect the public interest and would be unjustified because her conduct was not egregious, she 

lacked scienter, and it is unlikely her violations will recur due to the "lessons learned" from this 

case. See SEC v. Patel, 61 F.3d 137 (2d Cir. 1995). 

The same applies to an injunction. An injunction is a "drastic remedy," Aaron v. SEC, 446 

U.S. 680, 703, 100 S. Ct. 1945, 64 L. Ed. 2d 611 (1980) (Burger, C.J., concurring), and is by no 

means automatic. SEC v. Globus Group, Inc., 117 F. Supp. 2d 1345, 1349 (S.D. FL 2000.) 

Courts across the country have denied SEC injunction requests despite :findings of 

violations of the federal securities laws even in the case of fraud, which is not the case here. See 

e.g. SEC v. Pros Int'/, 994 F.2d 767 (IO'h Cir. 1993) (no injunction where defendant issued a false 

opinion about a company's financials); SEC v. Sargent, 329, F.3d 34, 38 (51
h Cir. 2003) (no 

injunction imposed for insider trading); SEC v. Cateri~icchia, 613 F.2d 102, 206 (51
h Cir. 1980) 

(no injunction for false filings); SEC v. Sierra Brokerage Servs., 608 F. Supp. 2d 923, 973-75 

(S.D. Ohio 2009) a.ff'd, 712 F.3d 321 (61
h Cir. 2013) (no injunction where no likelihood of future 

violations); SEC v. Nat'/ Student Mktg. Corp., 451 F. Supp. 682, 716 (D.D.C. 1978) (no injunctiQn 

for insider trading); SEC v. Dunn, 2:09-CV-2213 JCM VCF, 2012 WL 3096646, at *3-*4 (D. 

Nev. July 30, 2012) (no injunction for insider trading); SEC v. Perez, 09-CV-21977, 2011 WL 

5597331, at *3-*5 (S.D. Fla. Nov. 17, 2011) (no injunction for insider trading); SEC v. Snyder, 

CIV AH-03-04658, 2006 WL 6508273, at *5 (S.D. Tex. Aug. 22, 2006) (no injunction for insider 

trading and misleading Form 10-Q despite scienter); SEC v. lngoldsby, CIV. A. 88-1001-MA, 

1990 WL 120731, at *3 (D. Mass. May 15, 1990) (no injunction despite scienter finding). 

While-the-,language "Of an injunction, jg· innocuous;, the· consequences ·are··severe~ · Because 

Dalmy is an attorney who practices before the SEC, the SEC certainly would rely on any 

10 
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injunction as the basis for immediately suspending her from such practice without any right to a 

preliminary hearing. (SEC Rules of Practice 102(e)(3)(i)). 

In fact, it already has done so. Today, just before Chrisbnas, SEC informed Dalmy that it 

has suspended her, without any hearing or prior notice, based on this Court's September summary 

judgment order. The SEC may suspend someone if a court finds she has violated any provision of 

the federal securities laws, unless the violation was found not to have been willful. (Id.) Dalmy 

will request that the SEC lift the suspension pending this Court's decision on remedies. She also 

seeks a finding from this Court that her violation was not willful, for the reasons discussed herein. 

Dalmy' s mistake does not merit these consequences. 

O.ther impacts include impairing the ability to open bank accounts and the ability to· take 

out a loan because banks frequently will not accept enjoined persons as customers due to money 

laundering and risk management considerations. Moreover, banks frequently terminate 

relationships with customers who are enjoined. Again, given such drastic collateral consequences, 

an injunction is unwarranted. 

b. Dalmy 's actions caused no harm. 

As discussed above, Dalmy's actions did not harm investors, or at a minimum were not a 

proximate cause. The shares would have traded, albeit with a delay or with registration, regardless 

of Dalmy's opinion. Moreover, the SEC introduced no evidence of who purchased the shares at 

issue or whether any of them lost money, regardless of the later decline in share price. 

c. Dalmy lacked scienter. 

As discussed above, Dalmy was not involved in the pump-and-dump scheme. Nor did she 

·-·-·--aid; abet or cause it. Rather, Dalmy'sviolationwas ·limited·tomistakenly·opining,·in·-good·faith,--

that the shares at issue were tradeable without registration based on her client's representations. 

This case involves judgment errors that are undeserving of the sanctions the SEC seeks. 

11 
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d. Dal my 's actio11s were isolated in 11at11re. 

Dalmy violated the law once. While she wrote several opinion letters, the letters were the 

result of one mistake. Because the letters were based on the same facts and legal analysis, 

deeming each opinion letter as a separate violation is inappropriate. She detennined that no 

registration was necessary and, therefore, infonned the finns involved. Disseminating her opinion 

to the relevant actors required multiple letters, but that did not give rise to multiple violations. 

The SEC also tries to portray Dalmy's actions as repetitious by discussing her alleged 

history of violations. But as discussed above, this Court should not consider that history because 

of the lack of due process afforded by either OTC Markets or the SEC. This Court should not 

deprive Dalmy of her livelihood because of her one mistake in determining that the relevant 

shares did not require registration. 

e. Dalmy recognizes her culpability. 

Dalmy accepts responsibility for her failing. She .considered whether Gasich was a 

Zenergy affiliate and determined the shares did not need registration. Dalmy's conclusion was 

incorrect and she understands she violated Section 5. 

Even if it were the case that Dalmy denied culpability, this Court should not punish her for 

it. "The securities laws do not require defendants to behave like Uriah H_eep in order to avoid 

injunctions. They are not to be punished because they vigorously contest the government's 

accusations." SEC v. First City Financial Corp., Ltd. 890 F. 2d 1215, 1229 (D.C. Cir. 1989). 

f. Tliere is no likelihood of future violations. 

To impose an injunction, there must be "positive. proof of the likelihood that the 

·:wrongCio1iig-wilrrecl'ir:H .. s.Et: .. v. Bia1t:·ss3--p:2crn2s~-1334 ·c5'h Cfr:· t 978);--sEc-11;· commonwealth-·--

Chem. Sec. Inc., 574 F.2d 90, 99 (2d Cir. 1978). Here, nothing indicates such a likelihood. Dalmy 

understands that any future federal securities laws violation will inevitably result in an injunction 

12 
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and/or penny-stock bar that will end her career. Even without such penalties, any remaining 

goodwill would evaporate with another violation. Dalmy, a mother of three, is unmarried and has 

herself and her college-age daughter to support. She will be as careful as possible in conducting 

her future dealings to avoid any possibility of future improprieties. Neither an injunction nor a 

penny-stock bar is necessary. 

2. Dalmy does not contest disgorgement but does contest prejudgment interest. 

Dalmy does not contest the SEC's request that she disgorge the proceeds from her stock 

sale. Dalmy should not, however, pay prejudgment interest. The decision whether to grant 

prejudgment interest and the rate used are matters confided to this Court's discretion. SEC v. First 

Jersey Securities, Inc., 101 F.3d 1450, 1476 (2nd Cir. 1996). In considering prejudgment interest, 

courts consider whether the interest is compensatory or duplicative and the equities in the 

particular case. See FDIC. v. UMIC, Inc., 136 F.3d 1375, 1388 (10th Cir. 1998). Where only the 

US Treasury will benefit from a monetary recovery and "where the wronged party will not receive 

the damages being collected, the importance of awarding prejudgment interest is significantly 

diminished." SEC v. Syndicated Food Int'/., 04 CIV. 1303 NGO VMS, 2014 WL 2884578, at *14 

(E.D.N.Y. Feb. 14, 2014), citing SEC v. Enrenkrantz King Nussbaum, CV 05-4643 MKB ORB, 

2013 WL 831181, at *4 (E.D.N.Y. Feb. 14, 2013). 

Here prejudgment interest is not justified. The SEC seeks interest in the amount of 

$9 ,877 .11, approximately 22% of the proceeds of the stock sale. The disgorgement will be 

deposited with the US Treasury and will not be divided among victims (because there were no 

victims). Moreover, Dalmy herself has had little if any benefit from the funds. With an eye toward 

... ., .... setilemeriCof'tbis matter; Da1my kept lhe···sa:le ·proceeds· in an account· since· 20 l O; when -she. 

became aware of the SEC's investigation. The settlement never materialized, but Dalmy did not 

spend the funds. The funds have remained earning almost no interest rate. Dalmy has not 

13 
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benefitted from the funds and this Court should not impose 22% of the proceeds in interest. 

3. Dalmy should be subject to a reasonable civil penalty. 

Courts have discretion to impose civil penalties based on each case's particular facts and 

circumstances. SEC v. Daly, 512 F. Supp. 2d 129, 132 (D.D.C. 2008); SEC v. Opulentica, LLC, 

479 F. Supp. 2d 319, 331 (S.D.N.Y. 2007). Dalmy does not disagree with the imposition ofa civil 

penalty; she understands she must pay a price for breaking the law. She does, however, disagree 

with the SEC's characterization of her conduct and its analysis of the factors. 

Dalmy already has paid a significant financial price for her violation even without a top-

end civil penalty. She is a lawyer who built a thirty year career helping small businesses navigate 

securities laws. In an era where anyone can research someone on the Internet, it is outdated to 

argue that the only incentive to obey the law is the threat of penalties. Dalmy's career has been 

irreparably banned because of her mistake. Dalmy, who is uninsured, has personally incurred the 

high cost of this litigation against a government agency. Imposing a large penalty on top of her 

loss ofreputation and her payment of legal fees and disgorgement would be inappropriate. 

Additionally, this is a First Tier penalty case. Dalmy acted without scienter and, as 

discussed above, her actions put no investor funds at risk and did not harm stock buyers. After 

conducting due diligence, Dalmy considered whether the shares needed registration. Dalmy 

mistakenly concluded, based on misrepresentations by her client representatives, that the shares 

could be sold without registration. Dalmy's opinion was incorrect, but was not made with scienter. 

It is wrong to claim her sale of client stock as compensation for legal services rendered was 

motivated by "greed." 
• ' ~ ••-••A .. _. ....... - --•- ~- - -·- < -;-•c•.--•••-v•v••, -••"" -·• --~---v 

Dalmy's isolated -~istaken opi~io~ ~~peat~d in nearly--ldeniicaCleiters· Ts- not 'repeated 

misconduct. Further, she is not a "repeat offender." As noted above, her other issues involved a 

private entity and a non-final initial decision in an SEC in-house forum. Both lacked due process. 

14 
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Finally, the SEC ignores Dalmy's cooperation. She testified during the investigation of this 

case and again after the SEC filed its complaint. Unlike others involved in this case who asserted 

their Fifth Amendment rights, Dalmy testified twice. Rather than acknowledging her cooperation, 

the SEC wants this Court to penalize her for not cooperating in the SEC' s in-house case against 

her; a different case, involving different facts, different companies, different people and different 

allegations. This Court should not penalize Dalmy for purportedly not cooperating with the SEC 

in a different case. The SEC can penalize her in that case. For this Court to also do so would be a 

double penalty. To the extent any civil penalty is justified against Dalmy, a vulnerable sole 

practitioner and single mother, the penalty should be a penalty of no more than $7 ,500.00. 

CONCLUSION 

For the foregoing reasons, Diane Dalmy requests that the Court order the following: 

1. Deny the SEC's request for an injunction. 

2. Deny the SEC's request for a penny-stock bar. 

3. Require Dalmy to pay disgorgement of no more than $43,995.00. 

4. Deny the SEC's request for prejudgment interest. 

5. Require Dalmy to pay a civil penalty of no more than $7,500.00. 

6. Find that Dalmy did not act willfully. 

·-Howard J. Rosenburg (#6256596) 

Respectfully submitted, 

Defendant Diane D. Dalmy 
By: Isl Howard Rosenburg 

One of her attorneys 

Kopecky Schumacher Bleakley Rosenburg PC 
203 N. LaSalle Street, Suite 1620 

Chicago, IL 60601 
Phone: (312) 380-6631 

15 



Case: 1:13-cv-05511 Document#: 99 Filed: 12/23/15 Page 16of16 PagelD #:2826. 

CERTIFICATE OF SERVICE 

The undersigned attorney hereby certifies that, on December 23, 2015 he caused trne and 

correct copies of the foregoing to be served upon all counsel of record via the Court's CMIECF 

System. 

Isl Howard Rosenburg 
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period of time and I'd like to try to realize S40,000." 

Q Okay. So when I look at this statement I see 

securities being sold from August 17 -· 

A Uh-huh. 

Q - mostly on August 17 on through August 20 11nd 
21. 

A Uh-huh. Right. 

Q And you said earlier you Instructed the broker to 

sell them over an extended period of time? 

1 

2 

3 

4 

s 
6 

7 

e 
9 

A See. again, I'm not -- l don' trade in stocks, 10 

so I believe in the lingo that he would have asked me 11 

what's your buy/sell order, end I believe J gave him 12 

parameters as far as this is the number of shares I'd like 13 

to sell and, you know, I'd like to realize 40,000. And I 14 

think l kept it open so that he could, you know, just sell 15 

the share •• or selfihe shares •• put the bid out and sell 16 

the shares for me. And so I - yeah, go ahead. 17 

Q At the time you placed that order, were you aware 18 

of the market activity in Zenergy stock? 19 

A No, I have no idea. 

Q Did you place that order·· when did you pince 

that order with him? 

A Well, that August 12th, or right around there. 

August 17. 

Q Why did you place the order on August 11 or 
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20 

21 

22 

23 

24 

25 

l August 17? l 

2 

3 

4 

5 

6 

7 

a 

2 A I probably needed the money. It was legal fees 

3 due and owing to me. 

4 Q So you just wanted to liquidate'l 

5 A A portion of it. I was in no - I wasn't in any 

6 rush. I just got these deposited. And l don't recall any 

7 expense 1hat I needed cash for, probably day-to-day. And 

8 lhey were legal fees, in my eyes, that were due and owing 

9 to me. 9 

10 Q· Okay. Was there any other reason for the timing 10 

11 or these sales? 11 

12 A Not at all. It was just arbitrary. 12 

13 I could have easily wailed two months and sold 13 

14 them. I just made the decision and then let it be. 14 

15 (SEC Exhibit No. 219 was 15 

16 marked tbr identification.) 16 

17 Q I'm showing you Zenergy Exhibit 219, which ls a 17 

18 one-page Scottrade authorl.zntion to wire funds. ~8 

·· -rg··-·- --K· Oh, okay; so they wired the funds to·me,·Uh-huh. 19 

20 Q And It's dated by your signature April 16, 2010. 20 

21 A Uh-huh. 21 

22 Q Is thnt your signature? 22 

23 A Uh-hub. 23 

24 Q Why did you request a - submit an authorization 24 

25 to wire funds on that day? 2 S 

44 (Pages 170 to 173) 
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A That's perhaps when I decided -· in my mind it's 

like I have money in trust and I earned my fees.and it's 

there. I had these·· the sule and it was there. So I 

just decided that I would-- living expenses. 

! 
f 
·1 

I~ 
Perhaps I was low in my savings account and in my ~ 

checking account, and so I asked for the money 10 be wired j 
and I was using that for living expenses. I don't recall ; 

if there was ony reason other than that. 

Q Were these proceeds or any portion o( these 

proceeds sent to any other Individual or entity'? 

< , 
i 
! 

A Oh, no, they're mine. ~-

Q And your recollection is you used them for living i 
expenses- ~ 

A Oh, absolutely. } 

Q -you don't-

A Absolutely, yes. I'm a sole practitioner. 
~ 
~ 
t 

Q You don't remember a specific purpose, in other ? 
i 

words, where the proceeds went? 

A No. No. I'm a sole practitioner. I have living 

expenses. 

(SEC Exhibit No. 220 was 

marked for identification.) 

Q Okay .. Showing you a document I'm marking as ; 

Zenergy Exhibit 220, which ls a letter from Pink Sheets - ; 

Pink OTC Markets to you, dated June 24, 2009 - T 
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A Yes. Yes. 

Q - notifying you of potential suspension -

A Uh-huh. 

Q - a11d listing out Ballpark 20 companies. 

A You know, it -

MR. MACPHAIL: ls there a question pending"! 

THE WITNESS: Okay. 

BY MR. HELMS: 

Q First, do you recognize~is letter? 

A Oh, yes. Yes. 

Q Okay. Could you describe the dreumstances 

~ 

~ 
~ 
~ 

surrounding tills letter'! ~ 

A My initial understanding was that you 

submitted •• I would prepare these disclosure stntemcnts l 
for these clients, and my focus there was full disclosure. ~ 

I wanted as much intbnnntion about the company that I could ; 

glean ond obtain business plans, what hove you. from { 

manege1J1ent. :! 
. My.understnnding during_Jum~1 .at this pi;>Jnl in ·---- .. ~ 

lime, wos that it wns similar to the SEC, that you filed 1 

your disclosure statement ns you did your registration ~ 
statement ond you would get comments back and you would • 5 
you know, then you would go bnck. And so l realized lhal f 
that wasn't the case. , 

So these littl~ :discretions or typo:raphical j 

'· 
; 



EXHIBIT 26 

I 
1----------------------····-------~--··--·-·--·--~·-·-·----·-·---· -·--·--·-·-·-~ .. -··---------· 



10/13/2015 PracHceArens I Diane D. Dalmy 

'Dicute V. V~ 
Attorney at law 

PRACTICE AREAS 

Alternative P.~bllc{·t>fferim:gs (AFibsJ&
Reverse ;M;·e~ge~~::.:.: .·. 

Diane Dalmy ls a recognized le~der in.advising ahd representing i~su,~rs in all methods of a_chlevingpubht 
company_status, including Reverse.Mergers, Alternative Pt;tblic Qff~rings (APOs) and S~lf Registra~i(»h •. PDL!s' 
·Co~p.orate,and S~c;-~:rJtle~ LawPrijstJte· Groµps supp.art clients· in navlgattng the COf!lp)~X U.S.regu_la~9:t"y·l~ntisc;ape· ~ 
and ~dyislrjg t~e!Jl on sophisticated ~uances iriV6J~ed in reVer$e J11El.rge~ and relatj!,p financirlg ir!n~ttlcms. ' 

A rever$e·~erfler is a method by ~~1ch an attiye pf wately-0Wti1!1f Operating cor'npafiy goes p~b11ci~~!iJP1~t1.,,Wa 
transaction with.a public shell company, with the public company surviving the transaction-buth~ving- Jssued CJ, 

controlling share of the company's stock to the owners .of the priva:tely~owned operating compa~y~ J:he public snel 
company .then typically changes its ha me to reflect the operating business of the private.!y-owned :qperatlng 
company. Most public companies that enter into reverse mergers are shell companies, which are,. ~ornpanies that .' 

have no significant operations or assets. 

An alternative public offering is the combination of a reverse merger with a simultaneous private investment in 
puQHc equity (PIPE). AP.Os ~llow·cornpanies an alte~native to<m WO_ as a means of g_oing p~bncwhH~raislng 
capitat APOs' hav~ gained·momeqt1.im ·in recent years becau~e going public via ~ev~rs~Jnerger fflJl<l,wsa,privat~ly- .: 
held company to beC:ome publicly~traded faster, at a lower cost andwith less stock dilution than tffr6ugh a 
traditional IPO. 

http://dalrnylaw.com/practice-areas/ 1/4 
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Exchange Act Reporting~ Compliance Matters 

The Securities Exchange Act of 1934 established ongoing reporting 
requirements for companies that have: . 

• Securities registered under the Exchange Act (ref erred to as Section 12 companies); ()r ii 

• Any issuer who has had a registration statement effective underthe Secl.lrities·Act,,9fJ~33, ih the year in whlch1 

the registration statement becomes effective and, thereafter, in any year in whicht~esecurities to which the 
registration statement related are held of record by 300 or more persons {referred to as Section 1 S(d) 

companies). 

The Exchange Act formed the b.asl~ of thereporting system and rnarke~ RI ace w~ knowJQ,d~y~· Compantes became 
mor~r~gµla.ted androore. tra,n~parent tQ th~py~lk a~ the fiHng,of;9qarte,rJY,: ~.nrt,O~ha .. n,d~Q~her repq_rt~We.re 
maQdated~ We. ~dyi~e.lssu~rs· on ·complylngwith.the aqmpl~)( $.~tuf itf~s.''l~w:~~vrt'.He~·:an4~~~SMlcW:on$, appJJ~~;~f~ to 

'.- . ' - .-.'.~'-· ~~.,;···-·: • : .• ... ' • • :' • :_ • ;.: ',· • ,·· ,: ... ,~1~.:.._·<':,,..:·,. · ... •' ,_,;' ,,•,• '.'., .~. ··•, • ·v·.~?-~~;·;;;f;:_.;~~: .. f~~-;·.:,..;;:_':'~ .. '.'·.· \<••''d,_:'~~;_. ·< 
such c(mipr;tnles, iridUdihg perlodl~··reporting n~qµlr~m.ents,,\fnd¢r·:tfJe,i;xcha.tl;g~.~~~~ 'pr.pXY,rr4l,es,·· ao<t¢th-er\; · 
COfT!PU~~-~~ matters, sud{ as The Sarban.es-OxleyAct of .200.,2.. . . - , . . . . '/~:: '' - ..... 

We r~cognfte that With the· advent of technologic~Lchange and tlw.C:ohtlnued;·irtnova~l()n:Hi'\.i\t~y~ th_atpublic 
C()ry-l~~pi~:;-_are· comm.unicatingwlth shareholders :and-the pub.liq' tfley areJa,~ed; ~!~,q'~~~i~; ~on}plex l~s_µes,_than 
ev~rb¢f o.r,e. ·plane Dal my Law aids its clients by·keep(ng them ,lf!forJrt?tf,Pf the .la.t:ss~~~~~fQPm~pts ~n9 ~nanges, 
and by helping them stay up-to-date and currentwith'their r~sp.ciii~!biUtt~s tp1the pu~.ll~/W~)offer,fix~d·mpnthly 

'- - . _· .. - ·- ' ' : . .· .;_' "'.'';":>_--__ :.·~--.• ..:·.·:.;.·:' . ~-,::.'.' ,.·. :~;_:~:'/:;:·;t~}_,-::tt:_··--~·~; ·. ;:, '-.: :;.>··:_-~···'. 

fee arra~g¢ments f9rthe o.ngolng reporting work· matters, alloWingJor our cllents'tC?~ijn9V<(-noronly What tf)elr· 
costs WJll 'be ahead ·.of tim~ to stay current on a month~to,.month basjs, but:also so:t,ha1'('.)Ur..clients:und:ersf~nd. that 
they: can. always call us:and we will be available to assist them witnout the .concern 6(6~v.ipg the- clock running. We 
.fittcHh~t,gtea~er: ~nd open communication with: ou.r cllen,ts i'1 a~vance of actiQf1S, tti~ ni~r~ s4ccessful. and 
compliant they are. . ' . . . . , '.:. . 

i ' ' ... ; __ ; : ~ . : ·. . . . . . . ' 

Our ongoing representation for routine·SEC.filing ,riattet¥:-~:oyers the 
folJowi:ng: - ·· · · - · 

• Annual Reports on Form 1 0-K 

• Qt,Jarterly Reports on Form 10-Q 

• current Rep,orts on Porm 8-K . .· . .. . 
• ;ProxyStatement on Schedule 14A, as wellas·plannlng andcoordinatingtheCll~nt'sAnnual Meetings of 

Shareholders 

1 
• Shareholder Communication Matters (via press releases, social media, earnings.calls, etc.) 
• Regulation FD Compliance Matters I 
• · Responses to SECComment Letters. .. . I 
• Beneficial ownership Reporting Matters for the Company's Officers and Directo~s on. Forms 3, 4 and 5, as well / 
, .. a.?.~9n!'s 13d or 13g . · · ·. 1 

• Other G~~eral DiSClOsure an-d Compli<!hte Practices-and Matters . . ... .. ... . .. ... - . -- ... - I 

I 
Registration Statements ! 

I 
1 

Diane Dalmy Law has extensive experience in the preparation and filing of registration statements, including I 
filings on Forms 5-1, S-3, S-4, 5-8 and 10, as well as filings for foreign filers on Forms F-1, F-4, F-6 and 20-F, whether j 

http://dalmylaw.com/practice-areasJ 214 
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such filings are for new companies seeking to go public or companies that are already public and are seeking to 
register securities for sale or resale. DDL regularly files registration statements relating to the proposed resale of 

shares issued, or underlying other securities issued, in PIPE and other alternative financingtransactions, including 
equity lines of credit. Diane Dalmy Law has Qlso had extensive involvement with the preparation and filing of 
registration statements covering the proposed future sale of securities, a process whereby the issuers take them 

"off the shelf' when needed. Diane's model for registrations statements is unique and has been developed ·over 
many year~ of filings and'workh1~,close!y with:the staff of the Securitie$ and Exch~mge Commission with respect to 
such filings: We believeJn w9rklng efffclentlytq our fullestpotential on each and~~yeryfifirt~~ pur ~~p,~r,ferice:and 
expertise ih this area has also allowed us to develop and offer our clients a flat-rClte billing ~·l_ternative so that they 
can get the most out of Diane and are fully aware of what the costs wiff be ahead C>ftime . 

. Re~~ni~ted·~~qc.~ .• ~·. Qe~eficiaf·• .ow~.~.rshi';~ll·in~~··•· •. · ··· ............. ,, .. 
01an~·p:1m; ~~wQr~ dosely.~lth ISsue~,s~areholders,broker ~~a(ets and,~?insfef ,ig~a~;~lill·i:~~~ft~o : . 
issu~s r~g~r<;Un.g t~~ proposed sale or transfer of restrilcted · securitie~~,we helpt:ac;tvjse·and ·g~l;cje:.out:.kU~n~:with ·. 
the nJYrt~·tj,()f issue~·ass(Xlatep·wlth restrfct~d stpck; a~dwlth their cor()plian~e·With'thE!'safe ha,i:b~rr,pr4(?vi$ibhs 
.under-:~a1~~1# oftheSecuritiesA~t:of 1933:·we assistsnarehol~er~wfrh the!~~tl,~s_a~~q~l~J~~·ln;pa)/l~~::~t-~r{~t~d, 
leg~nds ~~moved (tom their securi.ties, and we assist Issuers and Bro~er-Dealer;s.clie·nts ln·.~~tabllshlngipro~~dure~ 
andprq~Q~qis t.o,ef(ecttvely comply with applicable rules and regl!la!ions .. Di~n~ [)almy.Law·atSoJ1elp~::1ti:.~ - . , .. 
fadlitatihg.the:filing~';of Formf3, t4 and $'s~ a~ well as .Schedules 13,D:·qpd' 13<;! wii¢n ne~t:f edrfor,cU~n~~iJIJJ~te.s. ~ 

~ -, . ' ' ~ , ,, ;::.-~7:;. " ~:: ,<. ~ 

ABOUT DIANE 
Diane Dalmy Law is a specialized· boutique law firm that provides Experienced, professf·~naf · 

representatior)for all matters Involving the securities Industry, as well as general corporate and litigation 
matters. -Our clients include private and public corporations (from start~µps to NYSE-lis.ted con)pani,~s), 

broker-dealers, investment advisors, individual·corporate investors, partnerships and other entitles. 

Read. More + > 

PRACTICE AREAS 

tlllp:l/dalmylaw .com/pr aclice-areaS/ 314 
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Restricted Stoc:< & Beneficial Ownership filini.:s 

CONTACT DIANE 

Pr1: 1- l ( 301) 98:)-CJ.'; •. 1 

':.~~: ~1 \30"i) %8··0~1·,.· 

~'.!:.~~ ~!.:   

200(1 br .. L l 2lf1iw1::111JL 

:-.u11" :QJ I OB 

Denver, CO 80206 

.r, .'t"!J '.01-i, u1<1rlt: l). ua1my 1.ttornP.y at I .;w (Da11nyLJW wm; . 

. :.11 Rt~~hl S Re';01 vr:d. 

htlp:/ldahnyl1m.comrµraclice-nrees/ 414 
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June 24 2009 

Diane D. Dalmy 
8965 W. Cornell Place 
Lakewood, Colorado 80227 
USA 

.· Phone:. 303-985-9324 
Fax: 303-988-6954 · 
Email:  

Dear.Ms. Dalmy: 

.. .- . " i. ... ~ 
• • • • p 

I 1 ~ .; . . . 

·:> ink' ITC ~\Ar.KETS 

You have submitted Attorney Letters to Pink OTC Markets pursuant to Pink OTC Markets' Attorney Letter 
Guidelines for the'following companies: 

EKO International Corp. 
Level· Vision Electronics, Ltd. 
Hydrogen Hybrid Corporation 
Polaris International Holdings. Inc. 
Xynergy Holdings Inc. 
Ventana Bootech Inc 
Bryn Resources, Inc. 
Hydrogenetics Inc. 
World Mobile Network Corp 
China Career Builder Corp 
.Diverse Media Group, Inc . 
. Oxbow Resources Corp. 
Competitive Games International, Irie. 
D Mecatronlcs, Inc. 
Patriot Energy Corp. 

Each of your letters stated that you reviewed the disclosure statements posted by the companies on the OTC 
Disclosure and News Service and that you are of the opinion that ·the infonnation they provided "complies as to 
form with Pink Sheets Guidelines for Providing Adequate Current lnfonnation." · 

Pink OTC Markets recognizes the crucial role of attorneys in the disclosure p~ocess. Attorneys prepare, and/or 
assist in the preparation of disclosure materials that are posted in the OTC Disclosure and News Service by, or on 
behalf of issuers. These materials are relied upon by public investors· in making their investment decisions. Thus, 
Pink OTC Markets, and the investing pt1blic, must· be able to rely upon the integrity of in-house and retained 
lawyers who represent issuers. 

Pink OTC Markets is not able to consistently rely on your Attorney Letters. On multiple occasions, cursory 
reviews by Pink OTC Markets of the disclosure published by the issuers and cited in your opinion have revealed 
significant missing and/or inaecurate infonnalion. Khushboo Shrestha, from Pink OTC Markets Issuer Services 
Department, has sent you several notification emails highlighting some of these missing items. We have had 
multiple phone and email conversations with you whereupon you have admitted your knowledge of the 
deficiencies in the disclosure and the inaccuracies of your letters. It is also apparent that you are not able to follow 
our standard procedure of sending in an Attorney Letter Agreement before the posting of your letter on 
pinksheets.com. 

Submission of an Attorney Letter to Pink OTC Markets expressing the opinion that adequate current information is 
available pursuant to Pink OTC Markets' Guidelfnes should occur only after you review the issuer's disclosure 
materials and are able to truthfully make such an assertion. Pink OTC Market~ is not in the business of reviewing 
issuer disclosure and providing deficiency letters. That is a responsibility that you have agreed to undertake on 
behalf of your client. · 

EXHIBIT 

PJl1k·OTC Markets: Int • . ::104·.Hudson Stre~t-. 2~d flobt NeW-Ya:Jc, Ni 10013 D 212:aoa.4~00 o 21 2.860.3640 o info@pl~kolC:com 



Recognizing that this is a relatively new process for some attorneys. we have been willlng to work wHh individuals 
to educate them about the requirements for submitting an Attorney Letter. We have worked with you extensively 
regarding your submission of the Attorney Letters for all of the above mentioned issuers. However. with your 
eontinued submission of inadequate Attorney ·Letters and your subsequent communications with Pink OTC 
Markets regarding the company's disclosure materials. It Is clear that you do not fully understand the 
requirements or are not taking the necessary time involved to submit an Attorney Letter and follow the appropriate 
steps in this process. 

This fetter serves as a waming that upon submission of a further inadequate.Attorney Letter. Pink OTC Markets 
may detennine that It will not accept. any Letter submitted by you or your finn on behalf of any issuer. And in 
doing so. Pink OTC Markets may also detennine to pubHsh your name on the list of Prohibited Attorneys located 
on the internet at htto;//wvffl.pinksheets.com/plnk/otcguide/issuers service provldersJsp?index=6. 

Sincerely. 

'(f{JJ v,;i, 
Michael Vasllios 
Pink OTC Markets Inc. 
Director of Issuer Co~pliance 

cc: The.Nelson Law Firm, LLC 

f.ltlft>DTC Mar.kel-.lllb •• $04·.HudSol'I Slmal; 2nlf Aoot New·Yqrlt, NY10013 11212:866.41400 D e12.8.,8;3fi48. :D info@lifnkotC'.com 
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Case: 1:13-cv-05511 Document#: 100-3 Fifed: 01/08/16 Page 2 of 6 PagelD #:2885 

Sent: 
To: 
Subject: 

CC: 
FrQm; 
S$nt: 
Subject: 
Tq: 

Diane, 

Thursday, June 25, 2009 7:44:26 PM 
'Diane Oalmy' 
RE: Letter rrom Pink OTC Markets. Inc. 

As mentioned to you before, attorneys need to review the disclosure statement and other 
~().cµmeni;s ,~9:sted PY:. ;h~ iss~e~ on pin)tsheets. coll\ .to ensu.i:e they con.f.orm to~()ur guidelines. 
Y~u' have r.~p~atedly<fa.tled to, do· so. Please see 0a portion of the;,<Attotn~Y1:li!!t1=-~t ~~o::ie~ent 
tha't has been oop.y pasted below. You have signed this Agreement for multiple ao)np,an:{eS on 
p.µi~ 'Shee~s. , · 

fr.®.l the Attorney·Letter Ag:ceement: 

~s.ection 3~ Attorney warrants and i:epresents that (1) the document review. ancj. oth~r, duties 
.requ!:1;ed by the _ Gui,delinQs have been competently perfoIIned in connection wi,th the 
·p~~ant,~on of each-Letter posted through the OTC Disclosure and News Serv.i:ce and (ii) 
e~a<:!~ ·Letit;~~,:- conforms to· the Guidelin~s • " 

From Exhibi:t A (LETTERS WITH RESPECT TO ADEQUATE CURRENT INFORMATION) Guide-lines 

#8 - '"(iii) complies as to fonn with the Pink OTC Markets' Guidelines for 
Providing Adequate Current Infoxmation" 

Also, we do reviews of the documents to make su:ce that both the Attorney Letter and.the 
Disclosure documents are in accordance with our guidelines. However, if the disclosure 
statement and/or. the Attorney Letter are constantly deficient, we may deteonine that we 
are unable to rely on the attorney's letter. The issuers Disclosure do~ents must-be 
complete ~in oxder for you to provide an Attorney Letter. If the .issuer fa:Us to provide 
full discl.osure in accordance with oui: guidelines you can not provide an accurateA~torney 
Letter for them. 

As stated in the letter that was mailed to you, please understand that that upon 
submission of a further inadequate Attorney Letter, Pink OTC Ma~kets may dete.tndne that it 
will not accept any LetteJ: submitted by you or your firm on behalf of any issuer. And in 
doinq so, Pink OTC Markets may also determine to publish your name on the list of 

·Proh1blte<rAi:t-aii'leys·--1ocated-on-"the --inte.i:net at ..... , ____ ......... . 
http://www. pinksheets. com/pink/ otcguide/ issuers_ service _provider.S".-jsi>'f inC:lex=o:· ·----·-

SEC-POTCM-E-0000023 
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Rega.eds, 

·~usbboo 6hres1:ha 

I~s~er Servic:es 

30.'1 Hudson .. sµeetJ, '2p.c:tFJQ.or 

N~w YoJ:k, NY1001S 

i.ssuers@pinkot,c.c~m 

212-896-44·20 w 

212-896-5920· F 

-----original Message--"'.' . . 
From: :qi.ane D~lmy hnailto:'d  
Sent::. Wednesday, June 24, .2009. 6: 38 PM 
To: Issuer Services: 
s.ubject: RE: Lettet from Pi:nk OTC Ma.r.kets, Inc. 

Khushboo - ;t need to discuss. the co11tents, of the letter you forwarded to me. 

·I·•am---a-- ver-y .... good.-1.a.wy~'3~--jfilSLJt~2~~~-- op;n~~--~-ette.i:s with a ·9reat deal of due 
--------··-·---~------.,.._,._ ... _, __ *-~-..,..._..~ ... ---........ __ ... -~· .. ~, ~~- ~_,,, 

diligence and care. The situation involving the majority of these clients is 

that they alone prepar~ their own information statement and disclosure. I do 

not assist at all. They have not engaged my se.cvices in connection with 

SEC-POTCM-E-0000024 
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preparation of the information statement. Once the info~mation statement is 

posted, I review and indicate the areas that I believe are deficient. I 

inform the client. However, my client's position has been to rely on Pink 

Sheets and its detennination of deficiencies. The client responds to those 

deficiencies and I post a new letter after reviewing their corrections. 

I need.to discuss with you whether this is a correct procedure. l·amwell 

aware. of th~ fact:-'that certain. deficiencies exist. However, an example today 

is ~en·m~ clienti:Xygenery Roldin~s. revised their filing. They posted. these 

6:J..lng~ p~J;o~: 1;Q:my- review. I reviewed· and informed him that the· 

c~~~Uic.ati0t1 ."@s, not prop.erly.·.p.i~pa~ed and he su})seqµently received your . - - ~ ;' ' ' 

emaj;,l.; 

If t''l!ee~; ~b t::;llctnge 1'1Y p.toce4ures., •then I will do so. However, I would like 

to. d.tacuss 'th.i.is.iM.th you ~s i-t 'ha~ eqtirely been my impression. that· Pink 

Shee~~ wU;l·.J:E;VJ:ew the info~tion .statement and advise the issuer as to 

deficiencies~· I:have actually informed my clients that is a role of Pink 

.~he~ts a11d we· ~J}()uld rely upon their comments. 

I will telephone you tomo~row. 

Diane Dalmy 

Diane D. Dalmy 

Attorney at Law 

·----8.~-W. ...... S:o;Il.~Q!~~~--...... ___ ..... - ... _ 

Lakewood, Colorado 80227 

303.985.9324 (telephone) 

303.988.6954 (fa~) 

SEC-POTCM-E-0000025 
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-----Original Message-----

From: Issuex:. Services [mailto:issuerservices@pinkotc.com] 

Sent: ·Wednesday; June 24, 2009 3: 56 PM 

'i'o': 1 Diane P~lrny • 

cc: Mike'.Yasilios 

SU9ject:- Le:tter from Pink .o:re Markets, Inc. 

~)?,~l~a!~~' f:i'nd· atbcb,ec:I a copy of. c:o.rrespondence that was ~iled; ~o .you tlils 

Best regards, 

l(hushb()o Sh~~stha 

Issuer Services 

Pink· OTC Market~ Inc. 

3Q4 H.udson' sti:eet, 2nd Floor 

t{ew York, NY 10013 

issuers@pinkotc.com 

212-896-4420 w 

212-896-5920 F 

SEC-POTCM-E-0000026 



Case: 1:13-cv-05511 Document#: 100-3 Filed: 01/08/16 Page 6 of 6 PagelD #:2889 

----------... ------
Pink OTC Markets Inc. provides the leading inter-dealer quotation and 

trading system in the over-the-counter (OTC) securities market. We create 

innovative technology and data solutions to efficiently connect market 

participants, improve price discovery, increase issuer disclosure, and 

better inform investors. Our marketplace, comprised of the issuer-listed 

OTCQX. and broker~quoted J?ink Sheets, is the third largest U.S. equity 

trading venue for company shares. 

'J,!his. :dQC.'Wnen~ · c;:o)'ltains confidential informa tiori of Pink OTC Markets and is 

Qnl.y. intended_i.or the.recipient. Do not copy; reproduce (electronically or 

o~hemd.seJ.,. or disclose without the prior written consent of Pink OTC 

Ma+~t!~s. If you -receive this message in error, please destroy all copies in 

YQ\J.~ pqssessio1iJ~l:~~tronicaJ.J.:y, OJ: otherwise) Cl.nd contact the send.er ab~ve. 

No, virus xoun& in this incoming message. 

Cheok.ec;I by, AVG.:. www.avg•COJI\ 

Ver.sion: 8'.~-5.339 I Vir,us Databa.se: 270.12.90/2J99 - Release D~te: 06/24/09 

06:23:00 

SEC-POTCM-E-0000027 
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September 24, 2009 

Diane D. Dalmy 
8965 W. Cornell Place 
Lakewood, Colorado 80227 

Subject: Prohibited.Attorney's List 

Dear Ms. Dalmy: 

This is to inform you that Pink OTC Markets Inc. (formerly Pink Sheets LLC) will no longer 
accept legal opinions from you or your firm. This decision is based upon our assessment of the 
Attorney Letters that you have provided to Pink OTC Markets subsequent to the warning letter 
sent to you earlier this year dated June 24, 2009, stating "that upon submission of a further 
inadequate Attorney Letter, Pink OTC Markets may determine that it will not accept any Letter 
submitted by you." · 

Pink OTC Markets has established a ·process in which attorneys provide letters With respect to 
adequate current information to assist companies to qualify for the Pink Sheets Current 
Information OTC Market Tier on www.pinksheets.com. We ·rely on opinions from counsel to 
state that the information posted on the OTC Disclosure and News Service provides adequate, 
current, publicly available information regarding the issuer and its securities. These materials 
are relied upon by public investors in making their investment decisions. Thus, Pink OTC 
Markets, and the investing public, must be able to rely upon the integrity of in-house and · 
retained lawyers who represent issuers. 

Despite our warning letter to you dated Ju~e 24, 2009, we find that you have submitted 
inadequate letters in support of inadequate disclosures for issuers such as Competitive Games 

. International, Inc. (CGMS), Diverse Media Group, Inc. (DV:ME), Com-Guard.com, Inc. 
(CGUD), and Hydrogenetics Inc. (HYGN). The missing information and inconsistencies in both 
the issuer's disclosure and your Attorney Letter make it obvious that you did not perform the 
diligence necessary to continue writing such letters to Pink OTC Markets. 

Some of the recent issues we have discovered in reference to the above issuers include and are 
not limited to; 

l. For CGMS the disclosure posted 9/1 t/09 had an .incomplete Statement of 
Stockholders' Equity. 

2. For DVME 'fill incorrect date of 3/31/09 was used for the balance in the Statement of 
Changes in Shareholders' Equity in the disclosure posted 8/14/09 for period ending 
6/30/09 . . 

3. Also for DVME, the Attorney Letter posted 9/8/09 had two incorrect dates referenced 
in the letter. The letter was for the quarter ended 6/30/09 however your Jetter refers 
to the documents containing information for this review that were posted 3124/08, 
prior to the quarter end. The same letter indicated that a shareholders' list dated as of 
September 30, 2008 was used to confirm the number of outstanding shares. 

4. For CGUD the disclosure posted 9/4/09 for tlle period ending . 6/30/09 showed 
incorrect balance dates of 6/30/04 and 6/30/05. 

Pink OTC Marke~ lnC': 30.1 flu'c!so11"Sliqet, 2pd Floor NewVo:k, NY'10013 P.212.1396.4400 1;n12.a08,98.48. q !nl,o@plpkoto. I 
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5. Also for CGUD, the disclosure posted 9/4/09 did not provide the addresses for the 
beneficial owners. 

6. For HYON the Attorney Letter posted.9/22/09 does not include your signature . 

. We also took a brief look at the new .disclosure posted for Mammoth Energy Group, Inc. and 
found some inconsistent infonnation. There were significant offerings listed in the discJosure to 
The Stone Financial Group Inc., Joe V. Overcash and Robert Matthews yet no beneficial owners 
are listed. The disclosure also states "that the Issuer currently has 0 full-time employees, 0 part 
time employees and 0 work-for-hire contractors. Coupled with no revenues, nominal expenses, 
·nominal assets consisting of cash and investments this app~ to be a shell however the 
disclosure document states that the issuer is not a shell. 

Based on the information available, Pink OTC Markets has detennined that it cannot rely on any 
· such future Attorney Letters or other opinions written by you. Consequently, Pink OTC 

Markets has detennined to add yo'QI' name to our Prohibited Attorney's list found on 
http://www.pinksheets.coin/pink/otcguide/issuers service providers.jsp?index.=6. 

Lastly, please notify each of your clients of this determination. 

Sincerely, 

rW VaJ;, 
Michael Vasilios · · 
Director of Issuer Compliance · 
(212} 896-4486 

· Cc: The Nelson Law Firm, LLC 
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INITIAL DECISION RELEASE NO. 886 
ADMINISTRATIVE PROCEEDING 
File No. 3-16339 

UNITED STATES OF AMERICA 
Before the 

SECURITIES AND EXCHANGE C01V1MISSION 
Washington, D.C. 20549 

In the Matter of 

JOHN BRINER, ESQ., 
DIANE DALMY, ESQ., 
DE JOY A GRIFFITH, LLC, 
ARTHUR DE JOYA, CPA, 
JASON GRIFFITH, CPA, 
CHRIS WHETMAN, CPA, 
PHILIP ZHANG, CPA, 
M&K CPAS, PLLC, 
MAIT MANIS, CPA, 
JON RIDENOUR, CPA, and 
BEN ORTEGO, CPA 

INITIAL DECISION AS TO DIANE 
DALMY,ESQ. 
September 18, 2015 

APPEARANCES: David Stoetling, Jack Kaufinan, Jason W. Sunshine, and Jorge G. Tenreiro 
for the Division of Enforcement, Securities and Exchange Commission 

Howard J. Rosenburg, for Respondent Diane Dalmy, Esq.1 

BEFORE: James E. Grimes, Administrative Law Judge 

SUMMARY 

In this Initial Decision, I find that Respondent Diane Dalmy willfully violated Section 
17(a)(l) and (3) of the Securities Act of 1933 but dismiss the charge that she violated Section 
17(a)(2). I order Dalmy to cease and desist from further violations of Section 17(a)(l) and (3) 
and order Dalmy to pay civil penalties totaling $680,000. 

INTRODUCTION 

_. __ Relying_on_S._e_ctfon 8A_of tli!t S.~~µriJi_e$ A~~~ .t.b~ _ S-~~µr,iti~~J~PJL ~-~~h.~g~. ~Qmm~ssig~ 
instituted this proceeding against Dalmy in January 2015, with an Order Instituting 

Mr. Rosenburg withdrew as counsel for Dalmy in May 2015, prior to the hearing in this 
proceeding, and Dalmy represented herself at the hearing and in post-hearing briefing. 
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Administrative and Cease-and-Desist Proceedings {OIP). The OIP alleges that Dalmy violated 
Section 17(a)(l), (2), and (3) of the Securities Act.2 

I held a hearing in this matter on May 27, 2015, in Denver, Colorado. During the 
hearing, the Division of Enforcement called two witnesses, including Dalmy. Aside from 
herself, Dalmy called no witnesses. I admitted fifty of the Division's exhibits and four of 
Dalmy's exhibits.3 

FINDINGS OF FACT 

1.1 Background 

I base the following findings of fact and conclusions on the entire record and the 
demeanor of the two witnesses who testified at the hearing, applying preponderance of the 
evidence as the standard of proof. See Steadman v. SEC, 450 U.S. 91, 100-04 (1981). All 
arguments and proposed findings and conclusions that are inconsistent with this decision are 
rejected. I find the following facts to be true. 

This case concerns legal opinions submitted in connection with certain securities issuers' 
registration statements. Issuers of securities are generally not permitted to offer their securities 
for sale "[u]nless a registration statement has been filed [with the Commission] as to [the] 
security" and "is in effect." 15 U.S.C. § 77e(a), (c). Form S-1 is the form the issuer of a security 
uses to register new securities under the Securities Act. See 17 C.F .R. § 239 .11. Schedule A of 
the Securities Act lists those matters that must be provided in a registration statement. See 15 
U.S.C. §§ 77g(a)(l), 77aa. Among other matters, a registration statement must be accompanied 
by "a copy of the opinion or opinions of counsel in respect to the legality of the issue." 15 
U.S.C. § 77aa(29); see 11 C.F.R. § 229.601(b)(S). The opinion of counsel must "indicat[e] 
whether [the securities] will, when sold, be legally issued, fully paid and non-assessable, and, if 
debt securities, whether they will be binding obligations of the registrant" 17 C.F.R. 
§ 229.601(b)(5). Counsel must also consent to the use of his or her opinion in connection with 
the filing of a Form S-1 registration statement. 15 U.S.C. § 77g(a)(l). 

Dalmy is an attorney who lives in Denver, Colorado. Answer at il 8. She received her 
law degree in 1989. Tr. 15. Dalmy's practice focuses on corporate and securities law, 
specializing in Commission filings. Tr. 15. According to her website, she "has extensive 

2 Ten other Respondents were charged in the OIP; proceedings as to the ten others have 
been stayed. John Briner, Esq., Admin. Proc. Rulings Release No. 2921, 2015 SEC LEXIS 2824 
(July 9, 2015); Admin. Proc. Rulings Release No. 2803, 2015 SEC LEXIS 2346 (June 11, 2015); 
Admin. Proc. Rulings Release No. 2656A, 2015 SEC LEXIS 1823 (May 11, 2015); Admin. 
Proc. Rulings Release No. 2556, 2015 SEC LEXIS 1429 (Apr. 17, 2015); Admin. Proc. Rulings 

·. ----·-·--.. --ReleaseNo~·2535;2015 SEC LEXIS 1381(Apr;··l3,2015).-. ·· .. . .... -----· 

3 Citations to the Division's exhibits and Dalmy' s exhibits are noted as "Div. Ex. _" and 
''~esp. Ex. _," respectively. The Division's and Dalmy's post-hearing briefs are noted as 
"Div. Br. at_" and "Resp. Br. at __ /' respectively. 

-2-
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experience in the preparation and filing of registration statements, including filings on Form[] 
S-1." Div. Ex. 97 at 3; see also Resp. Br. at 2 ("I am an experienced securities attorney, in 
practice for twenty five years."). Since September 2009, she has been listed by OTC Markets as 
a prohibited attomey.4 See Div. Exs. 101, 104. 

1.2 The allegations and John Briner's background 

In the OIP, the Division alleged that Dalmy provided false opinion letters in support of 
the S-1 registration statements of eighteen issuers.5 OIP at~~ 27, 52, 60-64. The first issuer was 
Stone Boat Mining Corp. As to Stone Boat, Dalmy admits that she provided an opinion letter 
and authorized its use in connection with the filing of Stone Boat's Form S-1, but denies that her 
opinion letter was false. Tr. 20, 46; Resp. Br. at 3-4. As to the remaining seventeen issuers (the 
post-Stone Boat issuers), Dalmy admits that, contrary to what was stated in the opinion letters, 
she conducted no investigation into the issuers whatsoever. Tr. 27, 30-31. She asserts, however, 
that she merely provided the issuers with "draft,, opinion letters (1) in preparation for conducting 
an investigation; and (2) so that the Fonns S-1 could be properly fonnatted for eventual filing 
with the Commission. Tr. 23-25, 38, 48-49, 136. She denies that she authorized the issuers to 
use her draft opinion letters in connection with the filing of their Fonn S-1 registration 
statements. Tr. 86-87; see, e.g., Resp. Br. at 2, 4. As a result ofDalmy's litigation position, the 
factual issues in this case are narrow: (1) whether Dalmy authorized the seventeen post-Stone 
Boat issuers to use her opinion letters in connection with the filing with the Commission of their 
Fonn S-1 registration statements; and (2) whether Dalmy's opinion letter for Stone Boat's Form 
S-1 was false. 

To put this matter in context, the OlP included allegations against eleven respondents: 
John Briner, Dalmy, two accounting firms, and seven accountants. All respondents save Dalmy 
have since offered to settle; Dalmy was the only respondent at the hearing. In the OlP, the 

4 In June 2009, Dalmy received a warning letter from OTC Markets (then known as Pink 
OTC Markets) concerning deficiencies related to attorney letters for fifteen companies listed by 
OTC Markets. See Div. Ex. 102. When OTC Markets notified Dalmy three months later that it 
had added her to its prohibited attorneys list, OTC markets said "[d]espite [its] warning letter," it 
found "that [Dalmy] ha[ d] submitted inadequate letters in support of inadequate disclosures for 
[several] issuers." Div. Ex. 104 at 2. It added that "(t]he missing information and 
inconsistencies in both the issuer[s'] disclosure[s] and your Attorney Letter[s] make it obvious 
that you did not perfonn the diligence necessary to continue writing such letters to . . . OTC 
Markets." Id. 

s Those eighteen issuers are: Bonanza Resources Corp., Braxton Resources Inc., Canyon 
Minerals Inc., CBL Resources Inc., Chum Mining Group Inc., Clearpoint Resources Inc., 
Coronation Mining Corp., Eclipse Resources Inc., Gaspard Mining Inc., Gold Camp 

·· ·Exploration:s-Inc·:;-·J ewel .. Explorations· .. Inc:;-Kingman .. River-Resources_Jnc.,. LostHills .. Mjpj1.1g .. 
Inc., PRWC Energy Inc., Seaview Resources Inc., Stone Boat Mining Corp., Tuba City Gold 
Corp., and Yuma Resources Inc. 

·3-
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Division alleged that Dalmy provided Briner with opinion letters that falsely stated that she 
'"investigated' and 'examined"' the issuers. Id. at 'if 4. Continuing, the Division alleged that 
Briner then engaged. the accounting respondents who issued false audit reports. Id. at if 5. 
According to the Division, Dalmy violated Section 17(a)(l), (2), and (3) of the Securities Act. 
Id. at if 179; Div. Br. at 18-19. 

The evidence presented during the hearing established that, as the Division alleged, 
. Briner was placed on the OTC Markets prohibited attorneys list in 2006. Div. Ex. I 01 at I; see 
OIP at if 77. In 2010, the United States District Court for the Southern District of New York 
enjoined Briner from violating Section 17(a) of the Securities Act and Section IO(b) of the 
Exchange Act, imposed an officer and director bar, prohibited him from participating in a penny 
stock offering, and ordered him to pay over $92,000 in disgorgement, interest, and penalties. 
Div. Ex. 106 at 1-6 (comprising Final Judgment as to Briner in SEC v. Golden Apple Oil & Gas, 
Inc., No. 09-cv-7580 (S.D.N.Y. Nov. 3, 2010)). After the judgment was entered in Golden 
Apple, the Commission suspended Briner from appearing before it for five years. Div. Ex. 107 
(comprising John Briner, Exchange Act Release No. 63371, 2010 SEC LEXIS 3936 (Nov. 24, 
2010)). 

During the hearing in this matter, Dalmy admitted that she was aware of Briner's 
checkered regulatory history. She was aware by December 2012 that Briner was on the OTC 
Markets prohibited attorneys list. Tr. 96. Dalmy believed that this resulted from Briner's 
''involve[ment]" in the Golden Apple litigation. Tr. 96. Dalmy also admitted being generally 
aware that Briner had been the subject of a previous administrative proceeding before the 
Commission. Tr. 99-100. 

1.3 The evidence 

Turning to the specific facts in this case, in July 2012, Stone Boat filed a Fonn S-1 
through the Commission's EDGAR filing system.6 Tr. 19; Div. Ex. 21 at 1. The first page of 
Stone Boat's Form S-1 stated that "[c]opies of all communication" should be provided to "Diane 
D. Dalmy[,] Attorney at Law." Div. Ex. 21 at 1. The first page then listed Dalmy's address and 
telephone number. Id. Attached to the Fonn S-1 as exhibit 5.1 was a two-page opinion letter 
Dalmy prepared. Tr. 19-20; Div. Ex. 21at28, 41. In the letter, Dalmy said that she: 

made such investigations and examined such records, including: 
(i) the Registration Statement; (ii) the Company's Articles of 
Incorporation, as amended; (iii) the Company's Bylaws; 
(iv) certain records of the Company's corporate proceedings, 
including such corporate minutes as I deemed necessary to the 
performance of my services and to give this opinion; and (v) such 
other instruments, documents and records as I have deemed 

. "'·· .. xel~ya11! ~9. n~cessary to exan1i!l~JC?!.~e __ p'!1)'~~~. ~f. ~~~ .. ~.~i~?n~ ..... . 

6 In the unlikely event that the reader is unfamiliar with EDGAR, it is a system maintained 
by the Commission for the. electronic filing of documents. EDGAR stands for Electronic Data 
Gathering, Analysis and Retrieval. 

-4-
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I have examined and am familiar with the originals or copies, 
certified or otherwise identified to my satisfaction, of such other 
documents, corporate records and other instruments as I have 
deemed necessary for the preparation of this opinion. 

Div. Ex. 21 at 41. Dalmy also said: 

I am of the opinion that the shares of Common Stock held by the 
Selling Shareholders are validly issued, fully paid and 
non-assessable. I hereby consent to the filing of this opinion as an 
exhibit to the Registration Statement and to the use of my name in 
the Prospectus constituting a part thereof in connection with the 
matters referred to under the caption "Interests of Named Experts 
and Counsel[.]" 

Id. at 42 (fonnatting altered).7 

Subsequently, between November 30, 2012, and January 31, 2013, the seventeen 
post-Stone Boat issuers listed in footnote five, supra, filed Form S-1 registration statements that 
listed Dalmy as counsel and included Dalmy' s opinion letter as an exhibit. Each opinion letter 
contained the same language as that found in Stone Boat's opinion Jetter. See Div. Bxs. 1-10, 
14-15, 18-20, 24-25; see also Tr. 31-32 (discussing the fact that the opinion letters used standard 
language and "were all identical"). 

Dalmy testified that she authorized the filing of her opinion letter only in connection with 
Stone Boat's Form S-1. Tr. 45-46. She said that Briner paid her $1,750 to provide the Stone 
Boat opinion, review ''his draft of the registration statement," and provide comments and 
revisions. Tr. 47. Dalm.y asserted that in connection with preparing the opinion letter, she 
"engaged in a level of due diligence." Tr. 46. She thus "spokeO with the auditors" and 
"reviewed some type of geology report" and "the asset purchase agreements." Tr. 46. The 
Division presented no direct evidence to refute this testimony. 

Dalmy conceded that she "never . . . communicat[ ed] with any of the officers[,] . . . 
directors," or auditors of the seventeen post-Stone Boat issuers. Tr. 27. According to her, this 
was because she never gave permission to Briner or the seventeen other issuers to use her 
opinion letters. Tr. 86-87. She professed to being flabbergasted that her opinion letters were 
used in connection with these seventeen other Forms S-1. Tr. 45-46, 57, 69, 108. Dalmy 
asserted that she had simply provided draft opinion letters for submission to an "EDGAR agent" 
who was supposed to "EDGARize" the complete Form S-1 package in preparation for filing with 
the Commission.8 Tr. 23-24, 136. She testified that the plan was that after she and Briner 

7 .. -- Bri~~;~~~~d~~fStone-B0at;sForni'S:roifSeptember·,24-and,·again on-October. 17, 2QJ2. 
Div. Exs. 22, 23; see Div. Ex. 95 at 16. 

8 Dalmy testified that an EDGAR agent is someone whose business involves submission of 
filings via EDGAR. Tr. 135 ("they are the ones who push the button that gets the document 

- 5-
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detennined which issuers would actually file their Fonns S-1, she would take the additional steps 
of "conduct[ing] due diligence and obtain[ing] engagement letters." Tr. 25, 38, 48-49. Dalmy 
asserted that she expected that only "three or four" of the post-Stone Boat issuers' Forms S-1 
"actually would be filed." Tr. 25. She expected to be paid about $20,000 per issuer for her 
involvement in the submission of the post-Stone Boat issµers' registration statements. Tr. 25, 49. 

Dalmy testified that in general, after a registration statement "package" is assembled, the 
EDGAR agent "go[es] through" a "process" before submitting the package via EDGAR. Tr. 
138. Among other things, the agent must circulate the proposed filing to "[e]veryone ... on [a] 
distribution list." Tr. 33. According to Dalmy, the final document is not "filed until everyone on 
[the] distribution list emails in their consent" to the filing. Tr. 33. Because this process did not 
take place with respect the seventeen post-Stone Boat issuers, Dalmy asserted that she was duped 
by Briner. Tr. 117. 

The objective evidence does not support Dalmy's version of events. Indeed, as detailed 
below, Dalmy's own e-mails show that she knew that her opinion letters-letters that she 
conceded were false because she did not investigate the issuers in question-would be filed in 
support of the issuers' Form S-1 registration statements. 

Tiffany Posil is an attorney employed by the Commission in its Division of Corporation 
Finance. Tr. 149-50. At the hearing, she explained the comment process that occurs within the 
Commission after an issuer files a Form S-1. Ms. Posil explained that attorneys in Corporation 
Finance are assigned to review registration statements to determine whether the statements 
comply with federal securities statutes in general and certain disclosure requirements 
specifically. Tr. 150-53. 

If Corporation Finance discovers a deficiency, it will send the issuer written comments 
for the issuer's review and then engage in a dialogue with the issuer in hopes of addressing any 
problems. Tr. 152. Ms. Posil explained that shortly after being assigned to review a Form S-1, 
the assigned Corporation Finance attorney will typically identify the counsel listed on the first 
page of the Form S-1 and then contact that counsel in part to inform counsel who within 
Corporation Finance will be reviewing the Form S-1. Tr. 153. The Corporation Finance 
attorney will also confirm whether counsel will accept correspondence by e-mail. Tr. 153-54. 
Once the comment process is complete, the Commission will allow the registration statement to 
take effect. Tr. 154-55. 

Consi~tent with this process, Corporation Finance attorney Ronald E. Alper phoned 
Dalmy on July 31, 2012, after reviewing the Form S-1 for Stone Boat. See Div. Ex. 96 at 1. Mr. 
Alper was unable to reach Dalmy and therefore left her a voicemail during which he evidently 
gave her his e-mail address. Id. After listening to the voicemail, Dalmy sent Mr. Alper an 
e-mail in which she provided her contact information and said "Please send the comment letter 

.. ____ wb~n~JlY.~U~bl~UQ_.ffi~ .. Yi~ ~m~!V ... Iq. __ palmy was thus familiar with how the Corporation 
Finance comment process functioned~ . See iii. ;·see also"tr~·--54:-···~·· . . . . . . .. ·-···· ~·· -·-·-- . ,. 

electronically filed"). She explained that "EDGARizing" a document involves preparing a 
document for filing via EDGAR. Tr. 136. 

-6-
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In late November 2012, Briner sent Dalmy an e-mail in which he asked whether she 
would "be willing to be counsel on [the] S[-]l" for Chum Mining "as well and provide [a] legal 
opinion." Div. Ex. 95 at 17. Briner attached to the e-mail a document entitled "g6434.pdf." Id. 
Fourteen minutes later, Briner sent Dalmy a separate e-mail with a subject line that referenced 
issuer PRWC Energy. Id. at 18. In the second e-mail, Briner informed Dalmy that "[w]e have 
another client wanting to file the attached," and asked whether she "would ... be willing to act 
for this one too?" Id. (emphasis added). Attached to the e-mail was a document titled 
"PRWC - Sl - Draft 5 (2).docx." Id. 

The Form S-1 for Chum Mining was filed with the Commission on November 30, 2012. 
Div. Ex. 5 at 1. The Form S-1 for PRWC Energy was filed on December 6, 2012. Div. Ex. 19 at 
1. As with Stone Boat's Form S-1, the Forms S-1 for Chum Mining and PRWC Energy listed 
Dalmy as an "Attorney at Law," provided her contact information, and contained her opinion 
letter. Div. Ex. 5 at 1, 45-46; Div. Ex. 19 at 1, 44-45. 

On Friday, December 7, 2012, Mr. Alper left Dalmy a voicemail message about Chum 
Mining's Form S-1. Tr. 59-60; Div. Ex. 96 at 2. Dalmy responded by e-mail on Monday, 
December 10, 2012. Div. Ex. 96 at 2. In her e-mail, Dalmy did not deny that she had provided 
her opinion letter to Chum Mining and did not deny that Chum Mining was authorized to use the 
opinion letter. Instead, she did what one would expect her to have done if she had authorized the 
use of her opinion letter: she provided an e-mail address for Chum Mining and said "We will 
await receipt of the comment letter from the SEC." Id. 

The next day, Ms. Posil spoke by phone with Dalmy about Chum Mining. Div. Ex. 96 at 
3. Once again, Dalmy did not alert the Commission to any problem, did not deny that she had 
provided her opinion letter, and did not deny that Chum Mining was authorized to use the 
opinion letter. Instead, in a follow-up e-mail to Ms. Posit, Dalmy said, "[a ]s we discussed, the 
SEC is authorized to send comment letters to the two email addresses below regarding Chum 
Mining Group Inc." Id. Dalmy then provided her own e-mail address and one for Chum 
Mining. Id. 

As noted, Dalmy testified that aside from Stone Boat, she had not authorized Briner to 
use her opinion letters to support issuers' Forms S-1 and had not authorized him to list her as 
counsel on the first page of the Forms S-1. Even assuming the truth of this testimony, by 
December 10, 2012, at the latest, Dalmy was on notice that Briner was using her name and 
opinion letters in support of certain Form S-1 registration statements. See Tr. 62; Div. Ex. 96 at 
2. 

As also noted, Dalmy was aware of Briner's checkered regulatory history. Putting that 
history together with his purportedly unauthorized use of Dalmy's opinion letters would have 
given Dalmy pause if she had not authorized his use of her opinion letters. If she had not actually 

-- _________ authorized_his .. u~~. gfJ~Q.~~J~n~r-~_,_Jl~L~-~!?.~~!-1~!1!. a.~t~?E~.>.. .. ~is~~~sed infra, would be wholly 
inexplicable. As is discussed, it is partly because of this incongruifY''tiiatTdeieiiiiiiieffiiffDatmY -- · 
is not credible. In other words, I do not believe her testimony." 

-7-
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The Form S-1 for Eclipse Resources was filed on December 3, 2012. Div. Ex. 8 at I. At 
some point between then and December 13, 2012, Corporation Finance contacted Dalmy about 
Eclipse Resources' Form S-1. Cf. Div. Ex. 96 at 4. On December 13, 2012, Dalmy sent Ms. 
Posil an e-mail in which she said "[t]his email is being sent to authorize the SEC to send 
comment letters regarding the S-1 registration statement filed by Eclipse Resources Inc. to the 
email addresses below." Id. Dalmy then listed her e-mail address and an e-mail address for · 
Eclipse Resources before saying "[t]hank you and we look forward to receipt of comment letter." 
Id. Once again, Dalmy did not express any surprise about being contacted regarding an issuer's 
Form S-1. She also did not deny that Eclipse Resources had her pennission to use her opinion 
letter. 

Dalmy's exchange with Ms. Posil demonstrates that ifDalmy had any doubt about what 
Briner was doing with her opinion letters, that doubt was erased by December 13, 2012. As 
noted, however, Dalmy' s subsequent conduct leads to only one conclusion: she had no doubt 
about what was occurring and no objection to Briner's use of her name and opinion letters in 
connection with the issuers' Form S-1 registration statements. 

On December 18, 2012, Briner's assistant, Sandy Vargas, sent Dalmy an e-mail with a 
copy to Briner. Div. Ex. 95 at 4. The subject line of the e-mail referenced issuers Braxton 
Resources and Gold Camp. Id. Ms. Vargas attached two documents to the e-mail: 
"g6480- Gold Camp.pdf," and "6481 - Braxton.pdf." Id. In the e-mail, Ms. Vargas asked 
whether Dalmy would "provide us with legal opinion letters for the above Companies" and said 
"(w]e are looking to file as soon as possible." Id. (emphasis added). Ms. Vargas then added by 
way of "a heads up," that ''we are currently awaiting approval from the auditors for 4 other 
Companies that we will be needing legal opinions for. I wiJI forward them to you upon receipt." 
Id. 

Dalmy responded to Ms. Vargas's e-mail that'same day. Div. Ex. 95 at 1. At this point, 
Dalmy had communicated with Corporation Finance at least twice regarding registration 
statements in which Briner was involved. If, as Dalmy testified, she had not authorized Briner to 
use her opinion letters, one would reasonably expect Dalmy to respond negatively to Ms. 
Vargas's e-mail. If Dalmy had concerns about Briner's use of her opinion letters, one would 
have expected her to raise those concerns. Dalmy, however, raised no concerns and instead said 
that she would be "available" "throughout the holidays -- so just let me know." Id. Shortly 
thereafter, Ms. Vargas sent Dalmy an e-mail, the subject line of which referenced issuer 
Clearpoint Resources. Id. Ms. Vargas attached to the e-mail the file "g6490-Clearpoint.pdf." 
Id. In the e-mail, Ms. Vargas reported "[w]e have just gotten approval for this one as well." Id. 

Dalmy sent an e-mail to Ms. Vargas two days later on December 20, 2012, copying 
Briner. See Div. Ex. 95 at 21-22. In her e-mail, Dalmy said that she was "finalizing Gold Camp 
and will send over shortly. Were the other two registration statements filecl?" Id. at 22 

- - --···· "··· (emphasis added). 
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Ms. Vargas replied: 

Not yet. John has been out of the office, but will be back today to 
review the fmal draft before we send it off for filing. 

Have [I] forwarded you the S 1 for Tuba to review yet? I will send 
it in another window just in case 

Thanks for the update! 

Div. Ex. 95 at 21 (emphasis added). About fifteen minutes later, Dalmy responded, saying 
"Thanks -- and let me lmow if you need me to re-date the opinions re Clearpoint and [the] other 
one." Id. Separately on December 20, 2012, Ms. Vargas forwarded to Dalmy the Form S-1 for 
issuer Tuba City Gold for Dalmy's review. Id. at 5. 

The Forms S-1 for Braxton Resources, Clearpoint Resources, Gold Camp Explorations, 
and Tuba City Gold were all filed with the Commission on January 2, 2013. Div. Bxs. 2 at 1, 6 
at 1, 10 at 1, 24 at 1. These Forms S-1 listed Dalmy as an "Attorney at Law," provided her 
contact information, and contained her opinion letter. Div. Bxs. 2 at 1, 45-46; 6 at 1, 45-46; 10 at 
1, 45-46; 24 at 1, 44-45. Mr. Alper therefore phoned Dalmy about Clearpoint Resources on 
Monday, January 7, 2013, and about Braxton Resources the next day. Div. Ex. 96 at 5-6. Dalmy 
responded with nearly identical e-mails in which she provided her e-mail address and the issuers' 
e-mail addresses and said "the SEC is authorized to send comment letters regarding review of the 
S-1 registration statement[s]." Id.9 Once again, Dalmy did not raise any issue related to the use 
of her opinion letters or her representation of the issuers. 

Ms. Vargas sent another e-mail to Dalmy on January 23, 2013, copying Briner. Div. Ex. 
95 at 7. The subject line of this e-mail referenced issuers Canyon Minerals and Jewel 
Explorations. Id. Ms. Vargas attached two files to the e-mail: "canyon- g6543- l .pdf' and 
'~ewel g6561-l.pdf." Id. In the body the e-mail, Ms. Vargas asked Dalmy whether she "[w]ould 
... kindly provide us with Legal Opinion Letters for the above Companies." Id. Later that same 
day, Ms. Vargas sent a similar e-mail to Dalmy, copying Briner, concerning issuers Coronation. 
Mining and Gaspard Mining. Id. at 8. The Forms S-1 for Canyon Minerals, Jewel Explorations, 
Coronation Mining, and Gaspard Mining were all filed on January 25, 7013. Div. Bxs. 3 at 1, 7 
at 1, 9 at 1, 14 at 1. Each listed Dalmy as "Attorney at Law," and included her contact 
infonnation and opinion letter. Div. Bxs. 3 at 1, 46-47; 7 at 1, 45-46; 9 at 1, 44-45; 14 at 1, 
45-46. 

9 The Division did not present any documentary evidence concerning whether anyone from 
Corporation Finance contacted Dalmy about the Forms S-1 for Gold Camp or Tuba City. 

-- · " "'Notiethe'less; ·given· Ms. ·Posil'S'·testimony ·and·· the· otheF-documentary .evidence . presented, jt..is .. 
reasonable to infer-and I conclud~that Ms. Posit, Mr. Alper, or one of their colleagues 
contacted Dalmy about those issuers as well. See Tr. 157-58. · 
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Within a few days, Ms. Posil's colleague, Erin Wilson, contacted Dalmy about the Forms 
S-1 for Gaspard Mining and Jewel Explorations. Div. Exs. 96 at 7-8, 269 at 1. As before, 
Dalmy responded by providing her e-mail address and an e-mail address for the issuers and by 
stating that "the SEC is authorized to send comment letters via email to the email addresses 
reflected below." Div. Exs. 96 at 7-8, 269 at 1. Dalmy did not raise any issue related to the use 
of her opinion letters or her representation of the issuers. 

On Monday, January 28, 2013, Ms. Vargas sent Dalmy three e-mails about five more 
issuers: Bonanza Resources, CBL Resources, Kingman River Resources, Lost Hills Mining, and 
Yuma Resources. 10 Div. Ex. 95 at 9-12. That same day, Ms. Vargas sent Dalmy an e-mail, 
copied to Briner, with a subject line that referenced "[i]nvoices." Id. at 13-15. In the e-mail, Ms. 
Vargas asked whether Dalmy "[ w ]ould mind sending us your invoice for all of the legal opinion 
letters you ha[ve] provided, including the 6 you are working on now. I believe there was a total 
of 17?" Id. at 13. She then added, "[o]nce I receive that we can forward payment to you." Id. 

In a responsive e-mail, Dalmy said: 

Sandy -- I will do so. I will send a separate invoice for each 
company. Also, I am working on only 5 today and you said there 
were six: 

1. Bonanza Resources 
2. CBL Resources 
3. Kingman River Resources 
4. Lost Hills Mining 
5. Yuma Resources 

Are we missing one? 

Div. Ex. 95 at 14. Ms. Vargas responded, "[s]orry, here is the other one," and forwarded a file 
titJed "Sea- g6586.pdf." Id. Given the name of the attached file and the fact that the Form S-1 
for Seaview Resources was filed three days later, it is apparent that "the other one" to which Ms. 
Vargas referred was the Form S-1 for Seaview Resources. Div. Ex. 20 at I. In addition to the 
Form S-1 for Seaview Resources, the Fonns S-1 for the other five firms in Dalmy's January 28, 
2013, e-mail were also filed with the Commission on January 31, 2013. Div. Exs. 1, 4, 15, 18, 
25. 

10 Page 9 of Division Exhibit 95 is an e-mail from Ms. Vargas to Dalmy. The subject line 
simply references "FW: Re[2]: Legal Counsel." Div. Ex. 95 at 9. Next to the subject line are the 

-··handwritten annotations -~'/Bonanza .Resources/. CBLilesour.c~sl _Ki~g!llan." .. Id. In the e-mail, 
Ms. Vargas asked Dalmy whether she "[w]ould ... mind preparing Opinion ·Letteii.for .. tlie· 
attached?" Id. A later e-mail from Dalmy confirms that, as the annotations suggest, Ms. 
Vargas's e-mail concerned Bonanza Resources, CBL Resources, and Kingman River Resources. 
See id. at 14. 
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At some point during the following two weeks, Ms. Posil contacted Dahny about 
Bonanza Resources, CBL Resources, and Kingman River Resources. Cf. Div. Ex. 90 at 1. On 
February 12, 2013, Dalmy sent Briner an e-mail. Id. Instead of telling Briner that he was not 
authorized to use her name or opinion letters in connection with the issuers' registration 
statements, Dalmy told him that she "need[ed] the email address for ... the [three] companies so 
that [she] c[ould] provide the SEC with authorization to send comment letters." Id. Once again, 
Dalmy's own e-mail shows that she had no objection to the use of her name and opinion letters 
and that she was instead fully aware of what Briner was doing. 

Corporation Finance sent comment letters to six issuers on February 26, 2013. See Div. 
Ex. 91 (referencing this fact). In part, this prompted Dalmy to send Briner an e-mail with the 
subject line "I NEED TO SPEAK WI'IH YOU." Div. Ex. 91. Briner replied that he would be 
"back in [his] office" the next day and asked "[w]hat,s a good time." Id. Dalmy responded: 

Yeah. Would 5:30 Denver time work? And what should I call you on? 

We need to discuss: 

1. All the S-1 registration statements and the first comment re ''who 
prepared this statement" and whether you need assistance - since you 
received 6 more comment letters today. 

2. All corporate books for [an unrelated entity] so I can proceed with 
name change. Funds should be in tomorrow. 

3. Jasper Exploration - SEC examiner called me (he's on a couple of 
pending registration statements). Said he's been trying to get a hold of 
company and nothing. What is the status with this company? 

Id. As a factual matter, asking Briner ''whether [he] need[ed] assistance" because he received 
comment letters for six of the issuers is inconsistent with Dalmy' s assertion that she had not 
authorized the use of her name and opinion letters in connection with the filing of the issuers' 
Forms S-1. 

In fact, Briner did need assistance. On March 12, 2013, Briner forwarded to Dalmy a 
comment letter he received from Corporation Finance concerning Seaview Resources. 11 Div. 
Ex. 95 at 19. The next day, Briner sent Dalmy an e-mail to which he attached Corporation 
Finance comment letters for Bonanza Resources, CBL Resources, Kingman River Resources, 
Lost Hills Mining, and Yuma Resources. Id. at 20. In the e-mail, Briner asked whether Dalmy 
would "mind helping with the attached." Id. He added that "they will be very similar to the last 
one I sent," referring his e-mail sent the day before. Id. No evidence was submitted reflecting 
how or whether Dalmy responded to Briner's e-mail. Her February 26, 2013, e-mail to Briner, 
ho~ever, shows that she con~ued to be a willing participant in the comment process related to 

11 Ms. Posil explained that when personnel in Corporation Finance send comment letters via 
e-mail, the subject line is automatically generated. Tr. 160-61. The fonnat of the subject line of 
the e-mail Briner sent to Dalmy on March 12, 2013, is consistent with the format of an e-mail 
Ms. Posil explained was automatically generated. See Tr. 160-61; Div. Ex. 95 at 19-20. 
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issuers' registration statements. And the fact that Briner forwarded comment letters on March 
13, 2013, shows that Dalmy did not object after receiving the comment letter the day before for 
Seaview Resources. 

On June 17, 2013, the Division of Enforcement sent subpoenas to all seventeen 
post-Stone Boat issuers. See Div. Ex. 85. Dalmy received courtesy copies of all seventeen 
subpoenas and cover letters sent to the issuers. Id. The subpoenas got Briner's and Dalmy' s 
attention. 

On June 25, 2013, Clearpoint applied to withdraw its registration statement. C/earpoint 
Res. Inc., Securities Act Release No. 9411, 2013 SEC LEXIS 1949 (July 3, 2015). The next day, 
Braxton Resources also applied to withdraw its registration statement. Braxton Res. Inc., 
Securities Act Release No. 9410, 2013 SEC LEXIS 1948 (July 3, 2013). 

On June 27, 2013, Dalmy called Division counsel and left a voicemail message. See Div. 
Exs. 86, 87. In the message, she said: 

Hi [Division counsel], My name is Diane Dalmy, and I'm 
telephoning you with regards to La Paz Mining Corp, uh, NY dash 
8922. Well, with regards to the several copies of subpoenas that I 
received for about, I think, sixteen or seventeen different 
companies. I wanted to let you know that I am not counsel to any 
of these companies, um, I have never entered into to any type of 
engagement relationship, engagement letter. I have never been 
paid any legal fees. Uh, I did provide draft opinions in connection 
with, uh, certain registration statements; however, I was not even 
aware that some of these registration statements had even been 
filed. 

Um, so, I have no knowledge of any of these companies. They're 
not my clients. Uh, actually they're John Briner clients, and, um 
any other questions you might have, please give me a call: 303 985 
9324. Otherwise, I have also uh, certainly, advised John Briner of 
the fact that I received these courtesy copies of the subpoenas, um, 
but I have never, I haven't even received a response from him. So, 
thank you very much. Bye. 

Div. Ex. 87 (emphasis added). As the prior recitation of the facts shows, the above emphasized 
language was false or seriously misleading. 

The Commission denied Braxton Resources' and Clearpoint Resources' applications to 
-· withdraw-.their-registration .statements on.July .. 3,. i,0 u. ___ . S!!:~. G/~qryq}!!_(_RE?_~'.J1'J.~:.L~.91 ~---~~~. _ ... · ..... 

LEXIS 1949; Braxton Res. Inc., 2013 SEC LEXIS 1948. Two days later, Dalmy e-mailed 
Briner. Resp. Ex. 1. In her e-mail, she said: 
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Id. 

John - this ALL needs to be remedied immediately as it is putting 
me in very difficult circumstances. 

1. Rec~ived fax from SEC stating that Braxton and Clearpoint 
withdrawals are denied. I have no association with these 
companies and concerned. 

2. Sync2 - need those items listed in last email especially the 
resignation and the waiver/settlement from Moore. Tim is beyond 
furious right now and understandably so. 

Between July S and July 8, 2013, fourteen of the remaining issuers-all but Stone Boat 
and Canyon Minerals-applied to withdraw their registration statements. The Commission 
denied all of those applications on July 17, 2013 .12 

In February 2014, the Commission instituted proceedings against all of the issuers, 
including Stone Boat. See La Paz Mining Corp., Admin. Proc. File Nos. 3-15715 through 
3-15734, 2014 SBC LEXIS 1009, at *1 (Mar. 20, 2014). Within a week, Dalmy issued a press 
release in which she said she planned to "pursue civil action against'' Briner and asserted "that 
she had no knowledge of the use of her name or identity associated with the filing of the 
[issuers'] registration statements and opinions related thereto." Div. Ex. 88 at 1. She also said 
she "had no general knowledge of the use of my name or opinion until contacted by the 
... Commission during 2013." Id.13 

12 See Bonanza Res. Corp., Securities Act Release No. 9422, 2013 SEC LEXIS 2057 (July 
17, 2013); CBL Res. Inc., Securities Act Release No. 9423, 2013 SEC LEXIS 2058 (July 17, 
2013); Chum Mining Group Inc., Securities Act Release No. 9424, 2013 SEC LEXIS 2059 (July 
17, 2013); Coronation Mining Corp., Securities Act Release No. 9425, 2013 SEC LEXIS 2060 
(July 17, 2013);. Eclipse Res. Inc., Securities Act Release No. 9426, 2013 SEC LEXIS 2061 (July 
17, 2013); Gaspard Mining Inc., Securities Act Release No. 9432, 2013 SEC LEXIS 2067 (July 
17, 2013); Gold Camp Explorations Inc., Securities Act Release No. 9427, 2013 SEC LEXIS 
2062 (July 17, 2013); Goldstream Mining Inc., Securities Act Release No. 9428, 2013 SEC 
LEXIS 2063 (July 17, 2013); Jewel Explorations Inc., Securities Act Release No. 9429, 2013 
SEC LEXIS 2064 (July 17, 2013); Kingman River Res. Inc., Securities Act Release No. 9430, 
2013 SEC LEXIS 2065 (July 17, 2013); Lost Hills Mining Inc., Securities Act Release No. 9431, 
2013 SEC LEXIS 2066 (July 17, 2013); Seaview Res. Inc., Securities Act Release No. 9419, 
2013 SEC LEXIS 2054(July17, 2013); Tuba City Gold Corp., Securities Act Release No. 9420, 
2013 SEC LEXIS 2055 (July 17, 2013); Yuma Res. Inc., Securities Act Release No. 9421, 2013 
SEC LEXIS 2056 (July 17, 2013) . 

. . . ·-·" ...... ,. .. ))'"' ...... _ .. ,]);~y- .. t~~-tifi~d th~t--th~se'-iast't\V()-· senteiices'"quoted '1fom"lier'jii-essielease'"were--true"•• "' 

because, as of the day each Form S-1 was filed, she did not lmow the issuers were using her 
name and opinion letters and did not find out until contacted by Corporation Finance. Tr. 84-86. 
I do not believe Dal my' s convenient interpretation of her press release. The evidence shows that 
she lmew what Briner was doing. 
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On March 20, 2014, the Commission's Chief Administrative Law Judge issued an initial 
decision suspending the registration statements of all eighteen issuers whose Forms S-1 were 
supported by Dalmy's opinion letters. See La Paz Mining Corp., 2014 SEC LEXIS 1009, at 
*9-11. The initial decision was based on the determination that the issuers' registration 
statements contained "untrue statements of material fact and omitted to state material facts 
necessary to make the statements not misleading." Id. at *9. The Commission issued a final 
order suspending the registration statements on May 2, 2014. La Paz Mining Corp., Securities 
Act Release No. 9582, 2014 SEC LEXIS 4548, at *1-2. 

The Commission issued Dalmy an investigative subpoena in April 2014, requiring her to 
appear for testimony the following month. Div. Ex. 89 at 3. I discuss relevant portions of 
Dalmy's subsequent investigative testimony below. See Div. Ex. 92. 

1. 4 Dalmy authorized Briner to use her name and opinion letters 

As noted, the primary factual question in this matter is whether Dalmy authorized Briner 
to use her name and opinion letters for the seventeen post-Stone Boat registration statements. 
For several reasons, I resolve that question against Dalmy. 

Dalmy' s own words and omissions show that she authoriZed the use of her name and 
opinion letters with regard to the seventeen post-Stone Boat issuers. First, despite multiple 
opportunities, Dalmy never raised any concern during any communication with Corporation 
Finance staff. To the contrary, she repeatedly said that the Commission was "authorized to send 
comment letters" to her. Div. Ex. 96. If Dalmy had not actually authorized the use of her 
opinion letters, there is no legitimate reason that she would have done this, over and over again. 

Second, Dalmy repeatedly communicated with Ms. Vargas via e-mails on which Briner 
was copied. She never complained about the use of her opinion letters, even though she knew 
they were being used. Instead, she repeatedly offered her assistance. In this regard, two 
exchanges are particularly telling. 

The first occurred on December 18, 2012, which was after Dalmy had been contacted by 
Corporation Finance staff about the Fonns S-1 for several issuers. On that day, Ms. Vargas 
asked Dalmy about "provid[ing] ... opinion letter[s] for'' Braxton Resources and Gold Camp. 
Div. Ex. 95 at 4. Ms. Vargas also gave Dalmy "a heads up," that the need for opinion letters for 
four more issuers would soon arise. Id. Rather than complain, Dalmy helpfully responded that 
she would be "available" "throughout the holidays" and that Ms. Vargas should "just let [Dalmy] 
know." Id. at 1. 

The second telling exchange happened on January 28, 2013. On that day, Ms. Vargas 
sent Dalmy a number of e-mails about various issuers, see.Div. Ex. 95 at.9-12, before asking 
whether·>Dalmy .. '![ w]ould-mind .sending. us .. y.o:urjn:vojgJ~.JQfJ!.lLQ.fJh~J~g~!. g.Q!aj~?. l.e.~.t~~~--¥~~
ha[ ve] provided," id. at 13. Dalmy quickly responded that she "w[ould] do so. I will send a 
separate invoice for each company." Id. at 14. She then helpfully listed the issuers for which 
she was preparing opinion letters before asking whether she was "missing one?" Id. 
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If Briner had actually filed the issuers' Forms S-1 with Dalmy's opinion letters without 
Dalmy' s permission, Dalmy would not have reacted in the above manner in response to Ms. 
Vargas's e-mails. She certainly would not have responded positively. She would not have 
actively assisted Briner and Ms. Vargas in filing more registration statements, nor would she 
have any reason to believe she was entitled to payment. I therefore do not believe the Dalmy did 
not authorize Briner's use of her name and opinion letters. 

Dalmy attempted to discount the importance of any e-mail she exchanged with Ms. 
Vargas, saying that Ms. Vargas had no authority to file documents with the Commission. Tr. 43, 
52. Dalmy thus would not have "imagine[ d]'' that Ms. Vargas would have caused documents to 
be filed with the Commission. Tr. 43. Dalmy made these statements with an air of incredulity, 
as if it would be impossible to imagine that sending her opinion letters to Ms. Vargas would 
result in them being filed with the Co~ssion. 

Of course, it is easy to imagine-especially because it actually happened-Briner or Ms. 
Vargas compiling documents and sending them to a third party EDGAR agent who formatted 
them and filed them with the Commission. See Div. Ex. 95 at S-6. Ms. Vargas's alleged lack of 
authority to file documents with the Commission is thus a chimera· because whether Dalmy 
thought Ms. Vargas had such authority, Dalmy knew that opinion letters she sent to Ms. Vargas 
were, in fact, repeatedly filed with Commission in connection with the issuers' Forms S-1. 

1.5 Dalmy's denials are inconsistent and contradicted by objective evidence 

The objective evidence notwithstanding, Dalmy claims she had no idea Briner intended 
to use her opinion letters for the seventeen post-Stone Boat issuers. As noted, Dalmy' s primary 
line of defense was that her letters were drafts and that she had no idea Briner would file her 
letters in connection with the issuers' Fonns S-1. She also says that once she realized what was 
happening, she phoned Briner and furiously told him to fix the problem. There is little if any 
evidence to support Dalmy's testimony. 

As an initial matter, Dalmy' s testimony is the only evidence that she called Briner and 
angrily told him to withdraw the registration statements. See Tr. 57-66. Critically, because no 
angry conversation occurred via e-mail, there is no objective evidence that supports Dalmy's 
testimony. This is significant because Dalmy's e-mails contradict her testimony. And Dalmy's 
testimony on other subjects is inconsistent with the objective, documentary evidence, making her 
testimony suspect in general. 

Moreover, Dalmy could not consistently explain when the allegedly angry conversation 
occurred. When she gave investigative testimony in May 2014, Dalmy said that February 12, 
2013, was when she first realized there was a problem. Div. Ex. 92 at 14-17. She claimed that 
she was furious and phoned Briner and told him to withdraw the Forms S-1. Id. at 14-15. To 

- ,,, · ··· .,, support-this-assertion, .she-pointed,.to,.,the_e::lllailshe~s.eJ1.tJ:Wp_w.,g~ks lf!!~.LQ!!J~·~~~-~n1 .. :?.~L~9~} ~ .. , . 
that contained the subject-line "I NEED TO SPEAK WITH YOU." Id. at 15; see Div. Ex. 91. 

During the hearing, Dalmy changed her testimony and said that she realized there was a 
problem by December 10, 2012. Tr. 58, 60. She testified that her angry conversation with 
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Briner first occurred in December 2012 instead of in February 2013. Tr. 57, 60. Of course, 
Dalmy was forced to change her testimony because February 12, 2013, could not have been 
when she first realized Briner was using her opinion letters. By February 2013, Dalmy had 
communicated with Ms. Vargas and Coiporation Finance personnel too many times to credibly 
claim she did not know until February 2013 that Briner was using her opinion letters. But this 
means that, contrary to her investigative testimony, Div. Ex. 92 at 15, her February 26, 2013 "I 
NEED TO SPEAK WITH YOU" e-mail does not show that she was angry with Briner after 
havingjust learned that he was using her opinion letters. 

This raises another problem that relates to the February 26, 2013 "I NEED TO SPEAK 
WITH YOU" e-mail. Recall that in this e-mail, Dalmy told ·Briner that they "need[ ed] to 
discuss" (1) the issuers' Forms S-1, (2) ''the first comment re 'who prepared this registration 
statement[,]"' and (3) "whether you need assistance -- since you received 6 more comment 
letters today [from Corporation Finance]." Div. Ex. 91. As noted, during her investigative 
testimony, Dalmy said this e-mail showed that she was furious with Briner on discovering what 
he was doing. Div. Ex. 92 at 15. The e-mail itself, however, does not support this assertion. 
Instead, it suggests that Dalmy thought she and Briner needed to get their story straight about 
who prepared the Forms S-1. 

Dalmy also testified during the investigation that she was being "sarcastic" in the 
February 26, 2013 e-mail when she asked whether Briner needed assistance with the additional 
comment letters. Div. Ex. 92 at 15, 16. During her hearing testimony, Dalmy said instead that 
she was being "sarcastic" in her e-mail to Ms. Vargas on January 28, 2013, when she said she 
would "send a separate invoice for each company" for which she provided an opinion letter. Tr. 
51; Div. Ex. 95 at 14. Dalmy claimed that she also left Briner a "sarcastic" voicemail wondering 
what Ms. Vargas was talking about, in light of the alleged fact that Dalmy had no fee 
arrangement with Briner or the issuers. Tr. 52-53. 

But the word "sarcastic" is not a magic wand that can be waved to make words mean 
other than what one would nonnally expect. Saying an e-mail was intended to be sarcastic does 
not make it so and labeling an e-mail as sarcastic does not mean Dalmy can avoid the obvious 
import of her words. Absent some evidence to support Dalmy' s assertion that she was simply 
being sarcastic, I cannot credi~ her weak explanation for what she plainly intended. 

In her post-hearing brief, Dalmy says that when she sent her "sarcastic" e-mail in January 
2013, she "did not know Briner was involved in a fraud, so it did not occur to [her] to be more 
circumspect about making flippant sarcastic comments to someone." Resp. Br. at 6. Dalmy's 
claimed lack of Imowledge in January 2013 is belied by her testimony that by December 10, 
2012, she knew that Briner had used her opinion letters without authorization. Tr. 58, 60. Her 
claimed lack of knowledge is also belied by her multiple exchanges with Corporation Finance 
personnel about various issuers' Forms S-1 and her opinion letters. Even if Dalmy did not 

· · -· ... ·initially know what Briner-was doing-. and. given all .that .transpii;e.Q,J .~C>. !!9! b,eli~ye, ~at she did 
not know-it is impossible for her to have been unaware in late January 2013 of what Bnner-was ·
doing. Dalmy's continued inability to settle on a date by when she first realized Briner was 
using her opinion letters only adds weight to my detennination that her assertions are not 
credible. 
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Dalmy' s claim that her opinion letters were drafts is further belied by that fact that the 
letters bore no indication, such as an electronic watennark, that they were intended to only be 
used as drafts. See Tr. 45. Moreover, neither Briner nor Ms. Vargas ever asked for a draft 
opinion letter. Instead, they asked for opinion letters and their requests were following shortly 
thereafter by the actual filing of the relevant Fonn S-1 together with Dalmy's opinion letter. 
And saying the letters were intended to be drafts is inconsistent with Ms. Vargas's, Briner's, and 
Dalmy's references to ''filing' the Forms S-1. See, e.g., Div. Ex. 95 at 16, 18, 21-22. 

In response to this point, Dalmy says that she and Ms. Vargas used the term "file" 
idiomatically. According to Dalmy, when they used the term "file," they were referring to 
submission to the "EDGAR Agent" who would then submit the document via EDGAR. Tr. 
43-45. I do not believe this aspect of Dalmy's testimony. First, it is nonsensical that there would 
be a "filing" with an agent prior to a "filing" with the Commission. Second, the fact that Briner 
repeatedly caused the issuers' Forms S-1 to be filed with the Commission would have led Dalmy 
to reexamine her belief as to the definition of this term, if she honestly held it. Third, during her 
testimony, Dalmy repeatedly used the terms "file" or "filed" in relation to the submission of 
documents to the Commission. See Tr. 58, 62-63, 65. 

Fourth, Dalmy's course of conduct with Ms. Vargas. and Briner shows that Dalmy's 
claim could not be true. In late November 2012, Briner sent Dalmy two e-mails in quick 
succession. In the first, which concerned Chum Mining, he asked her to serve as counsel and 
provide an opinion letter. Div. Ex. 95 at 17. The second e-mail concerned PRWC Energy's 
Form S-1. Id. at 18. In that e-mail, Briner attached a draft Form S-1, told Dalmy that "[w]e have 
another client wanting to file the attached," and asked whether she ''would . . . be willing to act 
for this one[,] too?" Id. (emphasis added). Consistent with what common sense suggests the 
tenn "file" means, Briner then caused PRWC Energy's Form S-1 to be filed with the 
Com.mission about a week later. Div. Ex. 19 at 1. IfDalmy actually thought "file" meant only 
submission to the EDGAR agent, the fact that PRWC's Form S-1 was filed with the Commission 
would have alerted her that she was mistaken. In the very least, it should have caused her to 
inquire of Briner. 

Dalmy, however, asked for no clarification on December 18, 2012, wheri Ms. Vargas 
asked for opinion letters for Braxton Resources and Gold Camp because she and Briner were 
"looking to file as soon as possible." Div. Ex. 95 at 4 (emphasis added). Two days later, Dalmy 
said in an e-mail that she was "fina1izing Gold Camp and [would] send [it] over shortly. Were 
the other two registration statementsfi/ed?" Id. at 21-22 (emphasis added). Ms. Vargas replied 
that the other two Forms S-1 had "[ n ]ot yet" been filed, because Briner had "been out of the 
office." Id. at 21. She added, however, that on his return, Briner would "review the final draft 
before we send it off for filing." Id. If filing actually meant sending a document to the EDGAR 
agent but not having the agent submit the document to the Commission, Ms. Vargas would not 
have said "before we send it off for filing." Instead, she would have said "before we file it." 

···-----~··0[S]endfing]"it·off~for·--flling!~.,.suggests-submission.to.a"third.party~in.oidecto_llaye.1h~Lthit4P.~.ID' 
file it. 

When Dalmy replied shortly thereafter to Ms. Vargas's e-mail, Dalmy asked whether Ms. 
Vargas "need[ed] [Dalmy] to re-date the opinion[]" letters for two of the issuers. Div. Ex. 95 at 
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21. If Dalmy actually thought she was submitting drafts for submission to the EDGAR agent, 
this latter comment would not make sense. She testified that she would only take the additional, 
presumably time-consuming steps of "conduct[ing] due diligence and obtain[ing] engagement 
letters" after she and Briner decided which issuers would file Forms S-1. Tr. 25, 38, 48-49. 
There would therefore be no need to re-date anything unless Dalmy thought the Forms S-1 
would be filed with the Commission in the near future. 

Even if Dalmy once thought the tenn "file" referred only to submission to the EDGAR 
agent-and I do not believe she ever thought that-she could not reasonably have retained that 
belief in dealing with Ms. Vargas and Briner. Their use of the word "file" was followed by 
actual filings with the Commission. 

Dalmy's credibility was also hurt because her story about what the term "filing" meant 
forced her to be intentionally vague during her testimony about the concept of filing documents 
with the Commission via EDGAR. During her testimony, Dalmy said that she "[a]bsolutely" 
"perceive[ d] a distinction between filing something on EDGAR and filing something with the 
Commission." Tr. 137. Division counsel attempted to clarify Dalmy's testimony. On re-direct, 
the following colloquy occurred: 

Q I am going to try to clarify what I think might be confusion. I · 
am hoping that I can. 
Ms. Dalmy, when you approved -- when you submitted the Stone 
Boat, your Stone Boat opinion and consented to have it filed, you 
understood that it was going to be electronically filed, correct? 
A Yes. 
Q And you understood that by that that means it is filed on 
something called EDGAR, correct? 
A When the EDGAR agent actually submits it. 
Q But you understood that by filing with the SEC, that is the 
same thing as filing on EDGAR? That is the same thing? 
A Yes, that is the end result. 
Q I think--
A When the EDGAR agent pushes that button or whatever they 
do and it gets filed, it is electronically filed on the EDGAR 
database. 
Q Okay. There is no other filing with the SEC, it is on the 
EDGAR database and that means it is filed with the SEC? 
A That's correct. 

Tr. 139-40 (emphasis added). Although Dalmy appeared to relent on questioning by Division 
counsel, in her post-hearing brief, Dalmy again attempts to suggest that there is a distinction 

· ·--····------where· none-exists .. ----Resp. Br .. at2.e1 prepared drafts .and. transmittedJh.o.~-~--dr.af\s.Jqr._~J:!Qilli~§i<?.~ .. 
to EDGAR to be formatted-not for filing with the SEC."). Given that Dalmy "has extensive 
experience in the preparation and filing of registration statements, including filings on Form[] 
S-1," Div. Ex. 97 at 3, her attempts to obfuscate support my determination that her testimony 
was not believable. 
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In response to the obvious question of why, if Briner lacked authorization to use Dalmy's 
opinion letters, she failed to alert Ms. Posil or Mr. Alper to any problems, Dalmy testified that 
she did not feel she had the authorization to withdraw the issuers' registration statements. Tr. 
114. But whether she had such authorization is irrelevant. She did not require anyone's 
authorization to tell Ms. Posil there was a problem with her having been listed as the attorney for 
the issuers and responsible for the registration statements' opinion letters. If Briner actually 
lacked Dalmy's permission to use her opinion letters, telling Corporation Finance of this fact 
would have been the only reasonable thing to do. By saying she lacked authorization tO 
withdraw the Forms S-1, Dalmy was simply setting up a straw man. 

Further, it is significant that Dalmy told Corporation Finance personnel that she was 
authorized to receive comment letters. If the issuers' use of her opinion letters was a fraud and 
the issuers were not her clients, it is inexplicable why Dalmy would tell Ms. Posil or Mr. Alper 
that they could send comment letters to her. Dalmy was surely aware that by responding in the 
manner that she did, she was intimating that the issuers' use of her opinion letters was authorized 
and legitimate. 

Dalmy testified that she was "caught . . . off guard" when she was contacted by 
Corporation Finance personnel in December 2012. Tr. 57. She said she phoned Briner, who told 
her that three or four registration statements were "inadvertently filed during the holiday season." 
Tr. 57. According to Dalmy, she told Briner to withdraw the registration statements and he 
agreed to do so. Tr. 57. She said that in the meantime, he asked her to "go ahead and on behalf 
of the compan[ies] get the comment letter[s]." Tr. 57; see Tr. 61. Dalmy testified that Briner 
told her that he planned to withdraw the registration statements "based upon receipt of the 
comment letter[s]." Tr. 65. Dalmy said that she agreed with Briner's request and provided 
"perfunctory response[s] to" Corporation Finance in order ''to get the comment letters." Tr. 62. 

None of Dalmy' s e-mail exchanges with Briner and Ms. Vargas support this version of 
events. To the contrary, the e-mails show Dalmy was a willing participant in Briner's scheme. 
On December 18, 2012, Ms. Vargas sent Dalmy an e-mail asking for opinion letters for Braxton 
Resources and Gold Camp because "[w]e are looking to file as soon as possible.'' Div. Ex. 95 at 
4. Ms. Vargas also said she would need opinion letters for four other issuers. Id. If Dalmy 
actually believed that three or four registration statements were "inadvertently filed" and was 
simply going along with Briner's request as to those already-filed registration statements, this 
would have been the time for her to stop the bleeding. Indeed, without her opinion letters, no 
additional registration statements could be "inadvertently filed." Instead of putting a stop to the 
"inadvertent[] fil[ings]," however, Dalmy responded to Ms. Vargas that she would be "available" 
''throughout the holidays ... so just let me know." Id. at 1. Dalmy was effectively saying that 
she lmew Briner and Ms. Vargas had filed registration statements supported by her opinion 
letters and that she was ready to help them by providing more opinion letters so they could file 
more registration statements. And a month later, Dalmy was happily working on opinion letters 

···---·· ·· ---for .. six--more--issuers ..... .See. id...-at-14 ..... Dalmy.~s-testimony __ thatshe_was::.c.aught ..... , .. ~.J>ff.gy_~Q_'~-~IJQ ... 
was simply going along with Briner's request is thus not believable. Tr. 57; see generally Tr. 
57-65. 
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Finally, Dalmy notes that with the exception of Stone Boat, there was no evidence that 
she ever sent invoices for work on any of the issuers' registration statements. Resp. Br. at 6. 
She argues that this shows she was being sarcastic with Ms. Vargas in January 2013, and was not 
a party to Briner's fraud. Id. Dalmy's argument is unconvincing because her January 28, 2013 
statement that she would send invoices to Ms. Vargas is evidence that she later sent invoices. Cf. 
Mut. Life Ins. v. Hillmon, 145 U.S. 285, 295-96 (1892) (a declarant's statement ofintent to take a 
particular action constitutes evidence that the declarant later took the action). Additionally, 
Dalmy testified that she did not remember when she was paid for her work on Stone Boat but 
that it might have been ''a couple of months after the filing." Tr. 48. If that was the case, it is 
not difficult to imagine why there would be no documentary evidence that Briner paid Dalmy for 
the seventeen other issuers. By the time she might otherwise have been paid, it was clear that the 
issuers had a problem with the Commission. 

In light of the foregoing, I conclude that Dalmy is not credible. I also conclude that she 
authorized Briner to use her name and opinion letters in connection with the Form S-1 
registration statements of all eighteen issuers. 

1. 6 There is insufficient evidence that Dalmy failed to adequately investigate Stone 
Boat 

The second factual issue concerns whether Dalmy adequately investigated Stone Boat 
before issuing her opinion letter. This is a close question. Were the standard something less 
than a preponderance of the evidence, I would rule in the Division's favor based on Dalmy's lack 
of credibility and Briner's regulatory history. Applying preponderance of the evidence, I find 
that the Division failed to carry its burden. 

The Division did not present any evidence concerning the legitimacy of Stone Boat's 
Form S-1 or Dalmy's opinion letter. At least with respect to the other seventeen issuers, Dalmy 
admitted that she conducted no investigation. Her opinion letters for those issuers, therefore, had 
to be false. But with regard to Stone Boat, there was no evidence that Stone Boat's Form S-1 or 
Dalmy's opinion letter were fraudulent. Additionally, Dalmy testified that she conducted an 
investigation and that she authorized the use of her opinion letter. Tr. 20, 46. 

The Division argues that because Dalmy was not credible as to the seventeen post-Stone 
Boat issuers, I should infer, based on Dalmy's admitted failure to investigate those issuers, that 
she similarly failed to investigate Stone Boat. Div. Br. at 20 n.18. The drawing of reasonable 
inferences lies at the core of a factfinder's job. See Siewe v. Gonzales, 480 F.3d 160, 167 (2d 
Cir. 2007). "[D]rawing ... a fair inference inevitably entails some measure of speculation." Id. 
An inference crosses the line into mere speculation, however, ''when there is a complete absence 
of probative facts to support" a given conclusion. Lavender v. Kurn, 327 U.S. 645, 653 (1946). 
Such is the case here. Absent some affirmative evidence, I have no basis to conclude that the 

'"-·Stone Boat opinion letter-was false. 

It is true that the Commission has suspended the effectiveness of Stone Boat's 
registration statement. La Paz Mining Corp., 2014 SEC LEXIS 1009, at *9-11. That 
suspension, however, resulted from a proceeding in which Stone Boat defaulted. Id. at *3. I 
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therefore cannot give the Commission's decision weight with respect to the determination of 
whether Dalmy committed a violation. Cf Don Warner Reinhard, Exchange Act Release No. 
61506, 2010 SEC LEXIS 1010, at *14 (Feb. 4, 2010) (noting that "the Supreme Court has held 
that '[i]n the case of a judgment entered by ... default, none of the issues is actually litigated. 
Therefore [issue preclusion, or collateral estoppel] does not apply with respect to any issue in a 
subsequent action."') (quoting Arizona v. California, 530 U.S. 392, 414 (2000)). I therefore 
conclude that the Division did not carry its burden to show that Dalmy failed to investigate Stone 
Boat before issuing her opinion letter. 

ISSUES 

1. Section l 7(a)(l) bars "employ[ing] any device, scheme, or artifice to defraud" "in the 
offer or sale of any securities." Section 17(a)(3) prohibits "engag[ing] in any transaction, 
practice, or course of business which operates or would operate as a fraud or deceit upon the 
purchaser'' "in the offer or sale of any securities." Filing multiple false opinions letters in 
support of registration statements can fall within the terms of Section 17(a)(l) and (3). Dalmy 
submitted seventeen false opinion letters in support of the seventeen post-Stone Boat registration 
statements. Did Dalmy violate 17(a)(l) and (3)? 

2. In addition to prohibitions on fraudulent conduct found in Section l 7(a)(l) and (3), 
Section 17(a)(2) prohibits "obtain[ing] money or property by means of any untrue statement of a 
material fact" "in the offer or sale of any security." While Dalmy received money for the Stone 
Boat opinion letter she submitted, the Division never showed that the Stone Boat opinion letter 
was false. Did Dalmy violate Section 17(a)(l), (2), or (3) when she submitted the Stone Boat 
opinion letter? 

DISCUSSION AND CONCLUSIONS OF LAW 

2.1 Legal Principles 

The OIP charges Dalmy with violations of Section 17(a)(l), (2), and (3) of the Securities 
Act. Section l 7(a) of the Securities Act provides that: 

It shall be unlawful for any person in the offer or sale of any 
securities . . . by the use of any means or instruments of 
transportation or communication in interstate commerce or by use 
of the mails, directly or indirectly-

(1) to employ any device, scheme, or artifice to defraud, or 

(2) to obtain money or property by means of any untrue 
··" statement-of· a· material .fact.or. any omission,, to .state ... a.Jn.a.t~rt~l .. 

fact necessary in order to make the statements made, in light of 
the circumstances under which they were made, not 
misleading; or 
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(3) to engage in any transaction, practice, or course of business 
which operates or would operate as a fraud or deceit upon the 
purchaser. 

15 U.S.C. § 77q(a). In order to demonstrate liability under paragraph (1), the Division must 
show that Dalmy acted with scienter. John P. Flannery, Securities Act Release No. 9689, 2014 
SEC LEXIS 4981, at *31 (Dec. 15, 2014). Liability under paragraphs (2) and (3) can be 
predicated on a showing of negligence. Id. 

Section l 7(a)(l ), which prohibits the employment of "any device, scheme, or artifice to 
defraud,'' covers "all scienter based, misstatement-related misconduct." John P. Flannery, 2014 
SEC LEXIS 4981, at *58. Because a single misstatement qualifies as "a 'device' or 'artifice' to 
defraud," id. at *62, anyone "who (with scienter) 'makes,"' "drafts[,] or devises" "a mat~rial 
misstatement in the offer or sale of a security has violated Section l 7(a)(l)," id. at *58-59. 
"[L]iability" under Section l 7(a)(2) "turns on whether one has obtained money or property 'by 
means of' an untrue statement." Id. at *33. Finally, Section 17(a)(3) premises liability on "any 
transaction, practice, or course ofbusiness." 15 U.S.C. § 77q(a)(3). "[W]hile a misstatement (or 
misstatement-related activity) may fairly be characterized as an 'act,' a misstatement is not a 
'transaction."' John P. Flannery, 2014 SEC LEXIS 4981, at *61. As a result, subsection (a)(3) 
does not apply to "'acts' . . . that are not 'transactions,' 'practices' or 'courses of business."' Id: 
at *61-62. 

2.2 With respect to the seventeen post-Stone Boat issuers, Dalmy violated Section 
17(a)(l) and (3) 

Dalmy violated f.aragraphs (1) and (3) of Section 17(a) with respect to the seventeen 
post-Stone Boat issuers. 4 As an initial matter, the Division met the threshold requirements in 
Section 17(a) that the conduct in question occur "in the offer or sale of any securities" and 
involved an instrumentality of interstate commerce or the mails used "directly or indirectly" to 
commit the actions described in paragraphs {l) through (3). 15 U.S.C. § 77q(a). 

An offer "include[s] every attempt or offer to dispose of, or solicitation of an offer to buy, 
a security or interest in a security, for value." 15 U.S.C. § 77b(a)(3). This definition applies 
broadly and does not require "injury ... to a purchaser." United States v. Naftalin, 441 U.S. 768, 
773 {1979). Because the definition applies broadly, "omissions and misstatements made in 
securities registration statements" fall with the ambit of the term "in the offer or sale of any 
securities." SEC v. Brown, 740 F. Supp. 2d 148, 163 (D.D.C. 2010); see SEC v. Benson, 657 F. 
Supp. 1122, 1130 (S.D.N.Y. 1987). False statements in an opinion letters filed with a 
registration statement are therefore "in the offer or sale of any security." 

14 The Division does not claim that Dalmy violated Section l 7(a)(2) with respect to the 
-· ·· · seventeen·post-Stone--Boat-issuers .. Cf. Div. Br .. at 22. .... T9,,.~!19~J.i.~~i-~~.t~1:1nder Section l 7{a)(2), 

the Division would have been required to show that Dalmy "obtain[ ed) moriey·-or-·property-1;y·· 
means of any untrue statement of a material fact or any omission." 15 U.S.C. § 77q(a)(2). It 
presented no evidence that Dalmy received money or property in connection with her post-Stone 
Boat opinion letters and Dalmy denied being paid for those opinion letters. Tr. 138. 
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Dalmy used e-mail to send her opinion letters from her office in Denver to Briner and 
Ms. Vargas in Vancouver. This alone was sufficient to meet the interstate commerce 
requirement. See United States v. Napier, 787 F.3d 333, 345 (6th Cir. 2015); United States v. 
Barlow, 568 F.3d 215, 220-21 & n.18 (5th Cir. 2009). Additionally, Briner or Ms. Vargas also 
forwarded Dalmy's opinion letters with the Fonns S-1 to a third party who electronically 
transmitted them through EPGAR to the Commission in Washington, D.C; These actions also 
satisfied the interstate comn.lerce requirement. See Rita J. McConville, Exchange Act Release 
No. 51950, 2005 SEC LEXIS 1538, at *38 & n.41 (June 30, 2005). Finally, Dalmy later 
communicated with Corporation Finance personnel via phone and e-mail about the Forms S-1 as 
part of the comment process leading toward the possible effectiveness of the Forms S-1.15 The 
interstate commerce requirement is thus met. 

Because the threshold requirements have been met, the question for purposes of 
subsection (a)(l) is whether by providing Briner with opinion letters, Dalmy "employ[ed] any 
device, scheme, or artifice to defraud." Because a single misstatement qualifies as "a 'device' or 
'artifice' to defraud," John P. Flannery, 2014 SEC LEXIS 4981, at *62, any single misstatement 
in Dalmy's opinion letters could potentially violate Section 17(a)(l). Here, Dalmy admitted that 
she conducted no investigation into the seventeen post-Stone Boat issuers. She thus made six 
false statements in each of the opinion letters when she said that she (1) "ha[ d] acted as special 
legal counsel for [the issuer] in connection with the preparation of a registration statement on 
Form S-1"; (2) had conducted an investigation and examined certain listed corporate records; (3) 
had "reviewed the corporate proceedings of [the issuer] with respect to the authorization of the 
issuance of the shares of Common Stock"; ( 4) had "relied . . . upon representations and 
certificates of the officers of the [issuer]"; (5) was "providing [her] opinion ... in accordance 
with Item 601(b)(5) of Regulation S-K ... under the Securities Act"; and (6) was "of the opinion 
that the shares of Common Stock held by the Selling Shareholder are validly issued, fully paid 
and non-assessable."16 E.g., Div. Ex. 1at50-51. 

ts The mails and interstate commerce element has always been "broadly construed." SEC .v. 
Softpoint, Inc., 958 F. Supp. 846, 861, 865 (S.D.N.Y. 1997). As a result, the Division "'need 
not"' show that Dalmy's use of jurisdictional means is "'central to the fraudulent scheme."' 
Franklin Sav. Bank of New York v. Levy, 551 F.2d 521, 524 (2d Cir. 1977) (quoting United 
States v. Cashin, 281 F.2d 669, 673-74 (2d Cir. 1960)). Instead, that use "may be entirely 
incidental to" the scheme. Id. Because participation in the comment process was more than 
incidental to Dalmy' s part in the scheme, but rather was a central feature of her part of the 
scheme, her communications with Corporation Finance personnel via phone and e-mail, which 
are both instrumentalities of interstate commerce, suffice to meet the interstate commerce 
requirement. Cf United States v. Brown, 555 F.2d 336, 340 (2d Cir. 1977) (holding that 

_:'se,ndpn~] confirmation slips" after securities were purchased was enough ''to support federal 
JUf1Sdlctton").-·-········· ·-· ------ ·· - ·-· ··-··-··--·· ·- ----····w··-··-··-···· ... ···---- --··-···-··--··--· ·---·-······---··---..... ·-·------·-·-

16 Having conducted no investigation, Dalmy had no "reasonable basis" for her opinion. 
Weiss v. SEC, 468 F.3d 849, 855 (D.C. Cir. 2006). Her stated opinion that the issuers' shares 
were ''validly issued, fuJly paid and non-assessable" was therefore false. See id. 
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In making these false statements, Dalmy acted with scienter. I have resolved, adverse to 
Dalmy, the factual dispute about whether she authorized Briner's use of her opinion letters. She 
did. Dalmy knew she had not done the things she asserted she had done. She thus knew she had 
no basis for making the statements in her opinion letters because she had conducted no 
investigation, not reviewed any corporate documents, and not communicated with any officers of 
the issuers. The Division has therefore shown that Dalmy acted with scienter with respect to the 
seventeen post-Stone Boat issuers. 

Dalmy's false statements were material. A misstatement is material if "'there [is] a 
substantial likelihood that the disclosure of the omitted fact would have been viewed by [a] 
reasonable investor as having significantly altered the "total mix" of information made 
available."' Basic Inc. v. Levinson, 485 U.S. 224, 231·32 (1988) (quoting TSC Industries, Inc. v. 
Northway, Inc., 426 U.S. 438, 449 (1976)). The point of having an attorney submit an opinion 
letter in support of a registration statement is for investors to rely on that opinion. Indeed, an 
opinion letter is required in order to file a registration statement. 15 U.S.C. § 77aa(29); 17 
C.F.R. § 229.60l(a)(l), (b)(5). And until a registration statement becomes effective, the issuer 
cannot publicly sell its shares. 15 U.S.C. § 77e(a). 

In sum, Dalmy made multiple material misstatements with scienter in the offer of 
seventeen securities. She therefore violated Section 17(a)(l) with respect to the seventeen 
post-Stone Boat issuers. See John P. Flannery, 2014 SEC LEXIS 4981, at *58-61. 

With respect to paragraph (3) under Section l 7(a), the question is whether Dalmy 
"engage[ d] in any transaction, practice, or course of business which operate[ d] or would operate 
as a fraud or deceit upon the purchaser." 15 U.S.C. § 77q{a)(3). While "Section l 7(a)(3) does 
not encompass those 'acts' . . . that are not 'transactions,' 'practices' or 'courses of business,"' 
"repeatedly mak[ing] or draft[ing] [material] misstatements over a period of time may well" be 
conduct that would qualify as "a fraudulent 'practice' or 'course of business.'" John P. 
Flannery, 2014 SEC LEXIS 4981, at *61-62. 

My finding of liability under subsection (a)( I) largely resolves the question of Dalmy's 
liability under subsection (a)(3). Dalmy acted with scienter and her false statements were 
material. Had Dalmy authored only one false opinion letter, it might be that she could argue that 
she is not liable under subsection (a)(3). But see John P. Flannery, 2014 SEC LEXIS 4981, at 
*63 ("a transaction that itself operated or would operate as a fraud certainly could serve as the 
basis for primary liability"). But Dalmy authored seventeen opinion letters containing material 
false statements as part of a scheme involving seventeen issuers. By "repeatedly mak[ing] or 
draft[ing] [material] misstatements over a period of' two months, Dalmy engaged in "a 
fraudulent 'practice' or 'course of business."' Id. at *62. She is therefore liable under Section 
17(a)(3) with respect to the seventeen post-Stone Boat issuers. 

,2.3· .. --- The· Division did.not carry its. burdenwilh respect. to_Dalmy 's Stone }J_()JLL<mirli<J!1. .... 
letter 

As a facrual matter, I determined that the Division did not show that Dalmy failed to 
investigate Stone Boat or that the Stone Boat opinion letter was illegitimate. See supra § 1.6. 
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This means that it failed to demonstrate that Dalmy made a material misstatement as to the Stone 
Boat Form S-1, and thus failed to show that Dalmy is liable under Section 17(a)(l), (2), or (3) 
with respect to Stone Boat. 

SANCTIONS 

The Division requests a cease-and-desist order, disgorgement of $1,750, and civil 
monetary penalties totaling $1,350,000. Div. Br. at 21-28. As is discussed below, Dalmy is 
ordered to cease-and-desist from committing or causing violations of Section l 7(a)(l) and (3) of 
the Securities Act and is ordered to pay third-tier penalties totaling $680,000. 

3.1 Sanction Considerations 

In detennining the appropriateness of any remedial sanction in this proceeding, I am 
guided by the public interest factors set forth in Steadman v. SEC, 603 F.2d 1126, 1140 (5th Cir. 
1979), aff'd on other grounds, 450 U.S. 91 (1981); see John P. Flannery, 2014 SEC LEXIS 
4981, at *138 &n.184. These factors include: 

the egregiousness of the respondent's actions, the isolated or 
recurrent nature of the infraction, the degree of scienter involved, 
the sincerity of the respondent's assurances against future 
violations, the respondent's recognition of the wrongful nature of 
his or her conduct, and the likelihood that the respondent's 
occupation will present opportunities for future violations. 

John P. Flannery, 2014 SEC LEXIS 4981, at *138. The Commission also considers the age of 
the violation and the degree of harm to investors and the marketplace resulting from the 
violation. Ralph W. LeBlanc, Exchange Act Release No. 48254, 2003 SEC LEXIS 1793, *26 
(July 30, 2003). Additionally, in conjunction with other factors, the Commission considers the 
extent to which the sanction will have a deterrent effect. Peter Sirls, Exchange Act Release No. 
71068, 2013 SEC LEXIS 3924, at *48 n.72 (Dec. 12, 2013), pet. denied, 773 F.3d 89 (D.C. Cir. 
2014). 

The "inquiry into the appropriate sanction to protect the public interest is ... flexible ... 
and no one factor is dispositive." Conrad P. Seghers, Advisers Act Release No. 2656, 2007 SEC 
LEXIS 2238, at *13 (Sept. 26, 2007). The determination of what is in the public interest 
"extends ... to the public-at-large," Christopher A. Lowry, Investment Company Act of 1940 
Release No. 2052, 2002 SEC LEXIS 2346, at *20 (Aug. 30, 2002), aff'd, 340 F.3d 501 (8th Cir. 
2003), ''the welfare of investors as a class[,] and . . . standards of conduct in the securities 
business generally," Arthur Lipper Corp., Exchange Act Release No. 11773, 1975 SEC LEXIS 
527, at *52 (Oct. 24, 1975), penalty modified, pet. otherwise denied, 541 F.2d 171 (2d Cir. 

· ··--· ··· .. ,, ... ,_.-197 6)~··· ·In assessing-an-appropriate sanction, .lmay,.consid~r. m~llm_.Q.ytsic!~Jh~ .. ~<?.<?P~ .. '2f.!!!~-°-IP ~., ...... 
See Calais Res. Inc., Exchange Act Release No. 67312, 2012 SEC LEXIS 2023, at *29 n.40 
(June 29, 2012). 
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By submitting seventeen false opinion letters over a two-month period, Dalmy engaged 
in repeated fraudulent conduct. Misconduct involving fraud ordinarily warrants a severe 
sanction. See Toby G. Scammel/, Advisers Act Release No. 3961, 2014 SEC LEXIS 4193, at 
*25 (Oct. 29, 2014) ("Fidelity to the public interest requires a severe sanction when a 
respondent's misconduct involves fraud because the securities business is one in which 
opp011unities for dishonesty recur constantly." (internal quotation marks omitted)). Dalmy's 
actions were not isolated. She was sanctioned by OTC Markets for deficient opinion letters but 
did not learn from the experience. Moreover, doing something seventeen times is necessarily not 
a one-time event. 

For several reasons, Dalmy's actions were egregious. Attorneys occupy a special 
position in the registration process. Without an opinion letter, a registration statement cannot 
take effect and· securities cannot be offered for sale to the public. An attorney tasked with 
providing an opinion letter is thus in a position to prevent fraud. Dalmy, however, cast that role 
aside in favor of playing an active role in a scheme. 

It is true· that no investor suffered losses. See Div. Br. at 27 ("Dalmy's false opinion 
letters did not result in actual harm to investors.'~. If Dalmy's fraud had not been detected, 
however, the potential for loss was high. Dalmy is also a recidivist. She was placed on the OTC 
Markets' prohibited attorneys list. Yet she clearly did not learn from that experience. In this 
matter, she again used her status as "an experienced securities lawyer" to commit fraud. 

Dalmy acted with a high degree of scienter. She obviously knew she did not do the 
things listed in her letters. As an experienced securities lawyer, she knew that investors at least 
could rely on her false statements in deciding whether to invest in the issuers' securities. 
Obviously, preparing false opinion letters knowing that one's false letters could be relied on by 
investors falls well below any "standard[] of conduct in the securities business." Arthur Lipper 
Corp., 1975 SEC LEXIS 527, at *52. 

Dalmy also lied during her testimony. Lying under oath is a serious matter, strengthening 
the case for a severe sanction. See 18 U.S.C. § 1621. 

Dalmy has made no assurances against future violations or shown that she recognizes the 
wrongful nature of her conduct. To the contrary, she says disingenuously that she was duped. 

Finally, absent any evidence of contrition, and in light of Dalmy's failure to learn from 
her sanction from OTC Markets, I find that there is a high likelihood that her occupation will 
present opportunities for future violations. Bearing in mind that the detennination of what is in 
the public interest "extends ... to the public-at-large," Christopher A. Lowry, 2002 SEC LEXIS 
2346, at *20, I am mindful that the scheme in which Dalmy participated was aimed at banning 
the investing public. 

3.2 Cease-and-desist order 

Section 8A(a) of the Securities Act authorizes the Commission to issue a cease-and-desist 
order against a person who "is violating, has violated, or is about to violate" any provision of or 
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rule under the Securities Act. 15 U.S.C. § 77h-l(a). In deciding whether to issue a 
cease-and-desist order, I must consider: ( 1) whether future violations are reasonably likely; (2) 
the seriousness of the violations at issue; (3) whether the violations are isolated or recurrent; ( 4) 
Dalmy's state of mind; (5) whether she recognizes the wrongful nature of her conduct; (6) the 
recency of the violations; (7) ''whether the violations caused harm to investors or the 
marketplace"; (8) ''whether [she] will have the opportunity to commit future violations"; and (9) 
the "remedial function [a] cease-and-desist order would serve in the overall context of any other 
sanctions sought in the same proceeding." Gordon Brent Pierce, Securities Act Release No. 
9555, 2014 SEC LEXIS 4544, at *82-83 (Mar. 7, 2014), pet. denied, 186 F.3d 1027 (D.C. Cir. 
2015); see KPMG Peat Marwick LLP, Exchange Act Release No. 43862, 2001 SEC LEXIS 98, 
at *101(Jan.19, 2001), recon. denied, Exchange Act Release No. 44050, 2001 SEC LEXIS 422 
(Mar. 5, 2001),pet. denied, 289 F.3d 109 (D.C. Cir. 2002). 

Here, a cease-and-desist order is both necessary and appropriate. "Absent evidence to the 
contrary," a single past violation ordinarily suffices to establish a risk of future violations, and 
"evidence showing that a respondent vioiated the ·1aw once probably also shows a risk of 
repetition that merits ... ordering h[er] to cease and desist." KPMG Peat Marwick LLP, 2001 
SEC LEXIS 98, at *102-03. This is especially the case here, where Dalmy has repeated conduct 
that led to her being placed on OTC Markets prohibited attorney list. 

As I have already detennined, Dalmy's violations are serious. They involved fraud that, 
had it not been detected, had the potential to lead to serious losses to investors. If misconduct 
involving fraud ordinarily warrants "a severe sanction," Toby G. Scammell, 2014 SEC LEXIS 
4193, at *25, repeated fraudulent misconduct necessarily calls for serious punishment. 

Dalmy committed repeated frauds. Although no investor lost money, that was only the 
case because of the diligence of Corporation Finance personnel. If Dalmy's and Briner's fraud 
had not been detected, the fraud could have cost investors substantial amounts of money. 
Additionally, Dalmy is a repeat offender, having previously been sanctioned by OTC Markets 
for similar conduct. Dalmy's actions were intentional and she has shown no appreciation for the 
wrongfulness of her conduct. Although the violations occurred between two and three years ago, 
it is significant that Dalmy could have continued her fraud had Corporation Finance not 
unearthed the problem. 

Given the foregoing, I conclude that it is necessary and appropriate to order Dalmy to 
cease and desist from committing or causing violations of Securities Act Section 17(a)(l) and 
(3). 

3.3 Disgorgement 

Section 8A(e) of the Securities Act permits the Commission to order disgorgement, 
·--including--. reasonable .. faterest .. in .. ceas.e::and:-4~$i~LP!Q~eedin~. . 15 U.S.C. § 77h-l(e). 
Disgorgement is equitable in nature and is intended to prev~ii"i"l:injust~ennciiilleiii'and 'fo ·acfas"a' 
deterrent. SEC v. First City Fin. Corp., 890 F.2d 1215, 1230 (D.C. Cir. 1989). "'Disgorgement 
deprives wrongdoers of the profits obtained from their violations."' Montford and Co., Inc. v. 
SEC, 793 F.3d 76, 83 (D.C. Cir. 2015) (quoting Zacharias v. SEC, 569 F.3d 458, 472 (D.C. Cir. 
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2009)). As a result, "'(t]he touchstone of a disgorgement calculation is identifying a causal link 
between the illegal activity and the profit sought to be disgorged."' Id. at 83-84 (quoting SEC v. 
UNJOIL, 951 F.2d 1304, 1306 (D.C. Cir. 1991) (per curiam) (Edwards, J., concurring)). 

Here, disgorgement is not warranted. The Division requests that Dalmy disgorge the 
$1,750 she was paid for the Stone Boat opinion letter. Div. Br. at 27. I have determined, 
however, that the Division failed to carry its burden to show that Dalmy violated Securities Act 
Section 1q(a) with regard to Stone Boat. Because the Division failed to connect the $1,750 
Dalmy received to any violation of Section 17(a), it has not demonstrated that disgorgement is 
warranted. See Montford, 793 F.3d at 83-84. 

3.4 Civil Penalties 

Securities Act Section 8A(g) authorizes the Commission to impose civil monetary 
penalties against any person where such penalties are in the public interest and the person has 
violated any provision of or rule under the Securities Act. 15 U.S.C. § 77h-l(g). The statute sets 
out a three-tiered system for determining the maximum civil penalty for each act or omission. 15 
U.S.C. § 77h-l(g)(2). For the time period at issue, the maximum first, second, and third tier 
penalty for each violation for a natural person is $7,500, $75,000 and $150,000, respectively. 15 
u.s.c. § 77h-l(g)(2). 

A maximum third-tier penalty is pennitted if: (1) the violations involved fraud, deceit, 
manipulation, or deliberate or reckless disregard of a regulatory requirement; and (2) such acts or 
omissions directly or indirectly resulted in substantial losses or created a significant risk of 
substantial losses to other persons, or resulted in substantial pecuniary gain to the person who 
committed the acts or omissions. 15 U.S.C. § 77h-l(g)(2)(C). Second·tier penalties may be 
imposed if the misconduct involved fraud, deceit, manipulation, or deliberate or reckless 
disregard of a regulatory requirement. 15 U.S.C. § 77h·l(g)(2)(B). First-tier penalties may be 
imposed simply for each violation. 15 U.S.C. § 77h-l(g)(2)(A). Although the tier determines 
the maximum penalty, "each case 'has its own particular facts and circumstances which 
detennine the appropriate penalty to be imposed"' within the tier. SEC v. Opulentica, LLC, 479 
F. Supp. 2d 319, 331 (S.D.N.Y. 2007) (quoting SEC v. Moran, 944 F. Supp. 286, 296-97 
(S.D.N.Y. 1996)). I thus have discretion in detennining the appropriate penalty within a given 
tier. See S. W. Hatfield, CPA, Exchange Act Release No. 73763, 2014 SEC LEXIS 4691, at *48 
(Dec. 5, 2014) (the Commission has "discretion in setting the amount of penalty"); see also First 
Secs. Transfer Systems, Inc., Exchange Act Release No. 36183, 1995 SEC LEXIS 2261, at *11 
(Sept. 1, 1995) ("Nothing in the language of the statute or its legislative history suggests that the 
Commission is prohibited from assessing any lesser amount up to the maximum."). 

The statutory requirements for imposition of third-tier penalties are met in this case. As 
discussed, supni, Dalmy's conduct involved fraud and deceit. Had Corporation Finance not 

· - --- -·-detected~the.fraud .early +on,-potential.investors.would .bay~ b,Qr:Q~J;~ -~jgµj_fi<:~t ri~k of_s~\)st~ti.a~." 
losses. 

The fact that Dalmy's conduct involved fraud and deceit also weighs in the public interest 
calculus. In this regard, although the Exchange Act, Investment Company Act, and Advisers Act 
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all contain a statutory list of six factors to consider when weighing the public interest in relation 
to monetary penalties, see 15 U.S.C. §§ 78u-2(c), 80a-9(d)(3), 80b-3(i)(3), Section 8A of the 
Securities Act, under which this proceeding was instituted as to Dalmy, does not contain a list of 
factors, see 15 U.S.C. § 77h-l(g). The six factors that apply in other contexts nonetheless 
provide a useful framework. I will therefore consider them in determining whether a monetary 
penalty is in the public interest. The six factors are: ( 1) whether the violation involved fraud, 
deceit, manipulation, or deliberate or reckless disregard of a regulatory requirement; (2) the 
resulting harm to other persons; (3) any unjust enrichment and prior restitution; (4) the 
respondent's prior regulatory record; (5) the need to deter the respondent and other persons; and 
(6) such other matters as justice may require. 15 U.S.C. §§ 78u-2(c), 80a-9(d)(3), 80b-3(i)(3). 

I have determined that Dalmy's offenses involved fraud and deceit. This detennination 
weighs heavily against her. See Toby G. Scammell, 2014 SEC LEXIS 4193, at *25. On the 
other hand, the lack ofhann to others and absence of unjust enrichment weigh in Dalmy's favor. 
I give these two factors only slight weight, however, because the lack of harm and absence of 
unjust enrichment did not result from a lack of trying or from Dalmy's attempts to prevent fraud. 
They instead resulted from the efforts of Corporation Finance. That Dalmy was ultimately 
unsuccessful does not lessen her culpability and should not inure to her benefit. 

Although Dalmy has no prior regulatory history with the Commission, her record is 
blemished. She is listed on OTC Markets prohibi~ed attorneys list. And she is on that list 
because she provided deficient attorney letters and failed to heed warnings about her deficient 
letters. Given the similarity between the basis for this past admonition and the facts underlying 
the current proceeding, I view Dalmy's history as a significant negative factor. The fact that 
Dalmy has proved to be a willing recidivist suggests that she is deserving of a severe penalty. 
See First Secs. Transfer Systems, Inc., 1995 SEC LEXIS 2261, at *12-13 (determining that "[a] 
steep monetary penalty" was necessary because "past sanctions . . . have proven ineffective to 
induce [the respondent] to comply with the law"). 

The need for general and specific deterrence also weighs in favor of a significant penalty. 
Attorneys and attorney opinion letters play an important part in the process of registering 
securities. The Commission and the investing public must be able to rely on attorney opinion 
letters. If those who produce fraudulent letters are not subject to serious penalties, others will 
seek to emulate the bad actors' behavior. This would hurt market confidence and thus hinder 
issuers as they seek to raise capital. 

As a final matter, I rely on the evident fact that had Dalmy's scheme not been noticed by 
Corporation Finance, the result would have been that innocent third party investors would have 
been harmed. Dalmy occupied a unique position that afforded her the opportunity to act to 
prevent that possible harm. Instead, she chose to abuse her position. 

--· ...... ---·-····-··Gonsidering .... the--~foregoing, .. -1._.conclude _Jhat Jh~ .... P.!!!?.li2. . .i!!.~~esL!~~!i:~!--~~E~~.i~~···· .. 
significant, third-tier penalties. It is appropriate to tie that monetary penalty to Dalmyt s intended 
benefit. She testified that she anticipated receiving about $20,000 for each opinion letter. Tr. 25, 
49. Providing seventeen opinion letters at $20,000 per letter would yield $340,000. For 
purposes of deterrence and taking into account the factors noted above, I double that intended 
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benefit to yield a third-tier penalty of $40,000 per letter. This results in a total penalty of 
$680,000. 

RECORD CERTIFICATION 

Under Rule 35l(b) of the Commission's Rules of Practice, 17 C.F.R. § 201.35l(b), I 
certify that the record includes the items set forth in the Record fudex issued by the Secretary of 
the Commission on August 21, 20.15. 

ORDER 

IT IS ORDERED that, under Section SA of the Securities Act of 1933, Respondent Diane 
Dalmy, Esq., shall CEASE AND DESIST from committing or causing any violations or future 
violations of Section 17(a)(l) and (3) of the Securities Act of 1933 . 

. IT IS FURTHER ORDERED that, under Section 8A(g) of the Securities Act of 1933, 
Diane Dalmy, Esq., shall PAY A CIVIL MONEY PENALTY in the amount of$680,000. 

Payment of the civil penalties shall be made no later than twenty-one days following the 
day this Initial Decision becomes final, unless the Commission directs otherwise. Payment shall 
be made in one of the following ways: (1) transmitted electronically to the Commission, which 
will provide detailed ACH transfer/Fedwire instructions upon request; (2) direct payments from a 
bank account via Pay.gov through the SEC website at 
http://www.sec.gov/about/offices/ofm.htm; or (3) by certified check, bank cashier's check, or 
United States postal money order made payable to the Securities and Exchange Commission and 
hand-delivered or mailed to the following address alongside a cover letter identifying the 
Respondent and Administrative Proceeding No. 3-16339: Enterprises Services Center, Accounts 
Receivable Branch, HQ Bldg., Room 181, AMZ-341, 6500 South MacArthur Bid., Oklahoma 
City, Oklahoma 73169. A copy of the cover letter and instrument of payment shall be sent to the 
Commission's Division of Enforcement, directed to the attention of counsel of record. 

This Initial Decision shall become effective in accordance with and subject to the 
provisions of Rule of Practice 360, 17 C.F.R. § 201.360. Under that Rule, a party may file a 
petition for review of this Initial Decision within twenty-one days after service of the Initial 
Decision. Under Rule of Practice 111, a party may also file a motion to correct a manifest error 
of fact within ten days of the Initial Decision. See 17 C.F.R. § 201.111. If a motion to correct a 
manifest error of fact is filed by a party, then a party shall have twenty-one days to file a petition 
for review from the date of the order resolving such motion to correct a manifest error of fact. 
The Initial Decision will not become final until the Commission enters an order of finality. The 
Commission will enter an order of finality unless a party files a petition for review or motion to 
correct a manifest error of fact or the Commission determines on its own initiative to review the 
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Initial Decision as to a party. If any of these events occur, the Initial Decision shall not become 
final,as to that party. · 

James E. Gnmes · 
·Administrative Law Judge 

1---·~· --· •~,,~.,-·-------v---·~-·-·-1 . --..... -~,..,-. --)-.. --.. ·--..... ---........ --....... _'"" _____ .. _,,_.;, __ ,.. ___________ .,._, ... ,..,. .......... _,... ___ ,,, __ ,, 

! 

- 31 -


