UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-21682

TERMINATE ADDITIONAL PROCEEDINGS
TO DETERMINE CIVIL PENALTIES,
DISGORGEMENT AND PREJUDGMENT
INTEREST

JAMES MICHAEL WINES,

Respondent.

On September 20, 2023, the Commission instituted these proceedings and issued a settled
Order that Respondent James Michael Wines (“Respondent or “Wines”) cease and desist from
committing or causing any violations and any future violations of Sections 17(a)(2) and (3) of the
Securities Act of 1933 (“Securities Act”). In the Matter of James Michael Wines, Securities Act
Release No. 11239, File No. 3-21682 (Sept. 20, 2023) (the “Order”). In Section IV(B) of that
Order, Respondent agreed to “additional proceedings in this proceeding to determine what, if any,
disgorgement and prejudgment interest or civil penalties are appropriate under Section 8A of the
Securities Act” (the “Additional Proceedings™). The Division of Enforcement hereby moves the
Commission to terminate the Additional Proceedings. In support of its Motion, the Division states
as follows:

Respondent agreed to cooperate in a Commission investigation or related enforcement
action. Order Section IV(B). The Order also mentioned remedial acts promptly undertaken by

Respondent and cooperation that he afforded the Commission staff. Order 416.
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BACKGROUND

In March 2021, Respondent’s company partnered with another entity (“Company A”) to
assist in offering and selling crypto assets through a purported “open oracle network™ (“Network
A”) created by Company A. Order 4. Respondent’s company and Company A raised funds
from investors in an offering of crypto assets styled as “tokens” in May 2021 (the “Offering”).
Order q8. The tokens were offered and sold as investment contracts and thus securities. Order
8. Respondent participated in the drafting, review, and approval of a press release that included
the statement that Network A had “secured commitments for over $50 million,” without
exercising the reasonable care necessary to determine that $50 million had not in fact been
transferred from, or committed through binding agreements with, investors. Order 10.
Respondent also participated in the drafting, review, and approval of the Offering’s purchase
agreements, which included use of proceeds provisions that described a person or entity who
would be reimbursed as a “contractor” without exercising the reasonable care necessary to
determine that the person or entity instead was a creditor who had obtained a substantial
judgment against Company A and one of its principals. Order q11.

The Offering’s token generation event never occurred. Order §12. The proceeds
contributed by investors were, in part, transferred to the creditor’s attorney and used for other
purposes. Order §12. The remaining proceeds of the Offering were initially held in a crypto
asset wallet to which multiple individuals, including Respondent, had the private key. Order
q12. On May 22, 2022, Respondent transferred the remaining proceeds of the Offering from its
original crypto asset wallet address to a wallet address that Respondent exclusively controlled
(the “Investor Funds Wallet”). Order §13. Respondent effectuated this transfer on the advice of

counsel to safeguard the funds and for the benefit of investors, after discovering that a portion of
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those investor funds had been withdrawn from the original wallet for unknown purposes. Order
q[13. Respondent has since returned the funds in the Investor Funds Wallet to Network A
investors on a pro rata basis. Order 914.

TERMINATION OF PROCEEDINGS TO DETERMINE
CIVIL PENALTIES, DISGORGEMENT AND PREJUDGMENT INTEREST

Respondent agreed to the Additional Proceedings in this matter to determine what, if any,
disgorgement and prejudgment interest or civil penalties are appropriate under Section 8A of the
Securities Act. The Division requests that the Commission terminate the Additional Proceedings
against Respondent.

In July 2023, Respondent entered into a cooperation agreement with the Division that
required him to provide full, truthful and continuing cooperation in an investigation and any
other related proceedings. The Division is satisfied that Respondent has fulfilled his obligations
under his cooperation agreement. In addition, Respondent accepted responsibility for his
conduct concerning the Offering by consenting to an order directing him to cease and desist from
committing or causing any violations and any future violations of Sections 17(a)(2) and (3) of
the Securities Act.

The Division also has determined that disgorgement and prejudgment interest against
Respondent is not appropriate. As stated above, Respondent returned the remaining investor
funds under his control to investors on a pro rata basis. Before returning the funds, Respondent
sent investors a written communication to explain the distribution and to give them a chance to
opt out. Public notice of the return of the funds was provided by the Order published

approximately one year ago.
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WHEREFORE, the Division respectfully requests that the Commission terminate the
Additional Proceedings in this matter that were to determine what, if any, disgorgement and

prejudgment interest or civil penalties are appropriate against Respondent.
Dated: October 9, 2024

Respectfully Submitted,

/s/ David A. Nasse

David Nasse

Tel: 202.551.4426
Email: nassed@sec.gov
Sarah Allgeier

Tel: 202.551.4757
Email: allgeiers@sec.gov

Securities and Exchange Commission
100 F Street, NE
Washington, DC 20549

Counsel for the Division of Enforcement
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CERTIFICATE OF SERVICE

I hereby certify that on October 9, 2024 the Division of Enforcement’s Motion to the
Commission to Terminate Additional Proceedings to Determine Civil Penalties, Disgorgement
and Prejudgment Interest was filed via eFAP and served on the following in the manner
indicated below:

James Michael Wines

c/o Howard Schiffman, Esq.

Schulte Roth + Zabel LLP

555 13th Street, NW, Suite 6W
Washington, DC 20004

Email: Howard.Schiffman@srz.com
(By Email and U.S. Mail)

Howard Schiffman, Esq.

Schulte Roth + Zabel LLP

555 13th Street, NW, Suite 6W
Washington, DC 20004

Email: Howard.Schiffman@srz.com
(By Email and U.S. Mail)

/s! David A. Nasse
David A. Nasse
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