
HARDCOPY
UNITED STATES OF AMERICA 

Before the 
SECURITIES AND EXCHANGE COMMISSION 

ADMINISTRATIVE PROCEEDING 
File No. 3-1 6175 

In the Matter of 

Kenneth C. Meissner, James 

Doug Scott, and Mark S. 

"Mike" Tomich, 


Respondents. 

DIVISION OF ENFORCEMENT'S 
MO TION FOR SUMMARY DISPOSITION 



1 

1 .  

TABLE OF CONTENTS 

I. Preliminary Statement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 


II. Procedural Background . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 


III. Facts	.......................................................................................................................................... 
4 


A. Respondents Are Not Registered as Brokers and Have Been Previously 

Disciplined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 


B. 	 Snisky and Arete's Investment Program 6................................................................. ........... 


C. 	 Scott and Meissner Were Advised That The Investments in Arete were 

Securities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . .  8 


D. 	 Scott Acted as a Broker . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 0  


Scott Arranged for Arete to Open a SMA Account at Summit Trust . . . . . . . . . . . . . . . . . . . . . .  1 0  


2. 	 Scott Induced or Attempted to Induce Insurance Salesmen and Advisers 

to Sell Investments in Arete . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 1  


3 .  	 Scott Received Transaction-Based Compensation for Sales of lnvestments 

in Arete by Meissner and Tomich . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14  


4. 	 Scott Tracked the Investments and Wire Transfers to Arete . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 5  


E .  Meissner Acted as a Broker . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 7  


IV. Argum ent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 8  


A. Summary Disposition Standard . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 8  


B. Elements of Section 1 5(a)(1) Violations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . .  1 9  


C .  	Meissner and Scott Willfully Violated Section 1 5(a)( l )  o f  the Exchange Act . . . . . . . . . . . . . . 20 


1 .  Scott Willfully Violated Section 1 5(a)( 1 )  ofthe Exchange Act . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21  


2 .  Meissner Willfully Violated Section 1 5(a)(1) ofthe Exchange Act . . . . . . . . . . . . . . . . . . . . . .  22 


D. Sanctions . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23 




11 

1. Cease and Desist Order . . . . . . .. .. ... . .. . ................... . . .. .. . . .... . . . ......................................... 24 


2. Associational Bars 26............ .. . ........... . ... .. ...... . ...... . . . .... . . . . . .. . . . . . .......... .......... ................ 


3 .  Disgorgement and Prejudgment Interest .................... ......... . . .  ........ . . . ........ .. . ........... 28 


4. Civil Penalties 30.... ............... ... .... ....................... . . . ... . . . . . .. . . . . .. .... . . .. .. ............................ 


V. Conclusion 34.............................................................................................................................. 




Cases 

TABLE OF AUTHORITIES 

Arthur Lipper Corp. v. SEC, 54 7 F .2d 1 7 1  (2d Cir. 1 97 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .2 1  


Bear cat, Inc., 57  S.E.C. 406 (2004) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  33 


Centreinvest, Inc., Initial Dec. Rel. No. 387, 2009 SEC LEXIS 2966 

(Aug. 3 1 ,  2009) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 9, 27, 28 


Cornhusker Energy Lexington LLC v. Prospect St. Ventures, 
2006 U.S. Dist. LEXIS 68959, 2006 WL 2620985 (D. Neb. Sept. 12, 2006) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 


Couldock & Bohan , Inc. v. Societe Generate Sees. Corp., 93 F. Supp. 2d 220 

(D. Conn. 2000) .............................................................................................................................. 1 9  


Jam es E. Ryan, 47 SEC 759 ( 1982) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 1  


KPMG Peat Marwick LLP, 54  S .E.C. 1 1 35 (2001)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  24 


Maria T. Giesige, Initial Decision Rel. No. 359, 94 SEC Docket 1 0635, 

2008 WL 4489677 (Oct. 7 2008) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  24, 33 


Mass. Fin. Servs. Inc. v. Sec. Investor Prot. Corp., 4 1 1  F. Supp. 4 1 1  (D. Mass.) . . . . . . . . . . . . . . . . . . . . . . . . . . . .20 


Ox Trading LLC, 2012  SEC LEXIS 28 1 0  (Sept. 5, 2012) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 9  


SEC v. Benger, 697 F .  Supp. 2d 932 (N.D. Ill. 201 0) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . .  20 


SEC v. First City Fin. Corp., 890 F.2d 12 15, 1230 (D.C. Cir. 1 989) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28, 29 


SEC v. First Jersey Sec., 10 1  F.3d 1450 (2d Cir. 1 996) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30 


SEC v. JT Wallenbrock & Assoc., 440 F3d 1 1  09 (9th Cir. 2006) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .28 


SEC v. Kenton Capital, Ltd , 69 F. Supp. 2d 1 (D.D.C. 1 998) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 


SEC v. Lorin, 76 F. 3d 458 (2d Cir. 1 996) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .29 


SEC v. Offill, 2012  U.S. Dist. LEXIS 9369 (N.D. Tex. Jan. 26, 2012) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 9, 20 


SEC v. Patel, 61  F.3d 137 (2d Cir. 1 995) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29 


SEC v. Rabinovich & Assoc., L.P., 2008 U.S. Dist. LEXIS 93595 

(S.D.N.Y. Nov. 1 7, 2008) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 9  


SEC v. US. Pension Trust Corp., 201 0  WL 3894082 (S.D. Fla. Sept. 30, 201 0) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 


Steadman v. SEC, 603 F.2d 1 126 (5th Cir. 1 979) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27 


Tager v. SEC, 344 F.2d 5 (2d Cir. 1 965) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 1  


1ll 



IV 

Statutes 

1 5  U.S.C. § 78c(a)(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 9  

1 5  U.S.C. § 78o(a)(1 )  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 9  

1 5  U.S.C. § §  78u-2(b) and 80a-9(d)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 1  

1 7  C.F.R. § 201 . 1 004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 1  

1 7  C.F.R. § 201 .250(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 8  

1 7  C.F.R. § 201 .600 ............................................................................................................................ 29 


Other Authorities 

Commission Rule of Practice 600(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29 

Commission Rules of Practice Rule 250(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . .  1 8  




The Division of Enforcement moves, pursuant to Rule 250 of the Commission's Rul es of 


Practice, for summary disposition of the claims in the Order Instituting Administrative and Cease-

and-Desist Proceedings (OIP) that were brought under Sections 1 5(b) and 2 1 C  of the Securities 

Exchange Act of 1 934 (Exchange Act) and Section 9(b) of the Investment Company Act of 1 940 

(Investment Company Act) against Respondents Kenneth C. Meissner (Meissner), and James 

Doug Scott (Scott) .1 The undisputed evidence establishes that Meissner and Scott willfully 

violated the broker registration provi sion of Section 1 5(a)(l) of the Exchange Act. The Division 

requests that the Respondents be ordered to cease and desist from further violations; collaterally 

barred from participation in the securities industry, offering penny stocks, and association with 

investment companies and advisers under Section 9(b) of the Investment Company Act; and 

ordered to pay disgorgement, prejudgment interest and civil penalties. 

I. Preliminary Statement 

It is undisputed that Scott and Meissner induced others to purchase the securities of Arete 

LLC (Arete) that were offered by Gary Snisky (Snisky), while not registered as a broker, or 

associated with a broker-dealer registered, with the Commission. 2 Scott induced three insurance 

salesmen, Tomich, Meissner and Bill Sparkman (Sparkman) , to sell the securities of Arete to their 

clients, participated at key points in the chain of distribution, and for his efforts received 

1 The OIP also alleged claims against Respondent Mark S .  "Mike" Tomich (Tomich), which 
were resolved through a settlement accepted by the Commission. See In re Mark S. Tomich, 
Exchange Act Rel. 34-73 925 (Dec. 23, 20 14  ). For that reason, this motion for summary 
disposition does not address the claims against Tomich, except to the extent that Scott received 
transaction-based compensation as a result of Tomich inducing his clients to purchase 
investments in Arete. 
2 The Division took the sworn investigative testimony of Scott on December 1 0, 20 1 3  (referred to as 
Scott Tr. at p. _.) A true and correct copy of excerpts of the transcript is attached as Exhibit 1 .  
See Scott Tr. at p .  35:6- 1 0  ; see also Scott Answer at  4 .  See also Meissner Answer, paragraph 
1 .  

1 




$26,297.84 in transaction-based commissions on their sales.3 Meissner induced four of his clients 


to invest $35 5,242 in the securities of Arete and received $ 1  7,723 in transaction-based 

commissions for his sales.4 The Division requests that the Respondents be ordered to pay full 

disgorgement, prej udgment interest, and second tier penalties of $75,000. 

In support of its motion, the Division submits the investigative testimony of Scott, 

Meissner, Tornich,5 and Kevin Brown,6 who was the president of Summit Trust; the Declaration of 

Kerry Matticks, who is a summary witness; and fifty-two Exhibits. The undisputed testimony of 

the Respondents establishes they acted as unregistered brokers inducing others to purchase the 

securities of Arete . Both admit that they were not registered as brokers at the time of the sales and 

both had been previously sanctioned and prohibited from acting as unregistered brokers . The 

Respondents willful violations and deliberate disregard of the regulatory requirement to register as 

brokers warrant entry of a cease-and-desist order, industry bars, and full disgorgement, 

prej udgment interest and second-tier civil penalties. 

33 Scott Tr. at p. 1 73:1 4-23 ; 1 78:2- 1 0; 1 7  1 : 14- 1 72:1 (Sparkman induced a husband and wife to 
invest and Scott was compensated). 
4 The Division took the sworn investigative testimony of Meissner on November 1 4, 20 1 3  
(referred to as Meissner Tr. at p .  _). A true and correct copy of Meissner' s transcript is attached 
as Exhibit 2. See Meissner Tr. at p. 92:2-93 : 17, Exh. 5 was referred to in investigative testimony 
as Exh. 20 (Chadwick application) ; p. 1 06: 12- 1  07: 17, Exh. 6 was referred to in investigative 
testimony as Exh. 2 1  (Weems application); p. 1 07:23-1  1 0:25 (Hall and Hart invested), Exhibit 7 
was referred to in investigative testimony as Exh. 22 (Hall ' s  PPM); p. 1 1 1  :20-24 (there were four 
investors). Ms. Hall and Mr. Hart were new clients. Meissner Tr. at p. 1 1  4: 14- 1  9; 1 1  6:2 1 - 1  1 7:8. 
5 The Division took the sworn investigative testimony of Tomich on November 20, 20 1 3  (referred 
to as Tomich Tr. at p. _). A true and correct copy of excerpts of the transcript is attached as Exhibit 
3 .  

6 The Division took the sworn investigative testimony of Kevin C. Brown on December 4, 20 1 3  

(referred to as Brown Tr. at p .  _). A true and correct copy of excerpts of the transcript is attached as 

Exhibit 4. 
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II. Procedural Background 

On September 25, 20 14, the Securities and Exchange Commission (Commission) issued an 

OIP under Sections 1 5(b) and 2 1 C  of the Exchange Act and Section 9(b) of the Investment 

Company Act against Meissner and Scott. See Kenneth C. Meissner, Admin. Proc. 3-1 6 1 75 (Sept. 

25, 2014). The OIP alleged that Meissner, Scott, and Tomich willfully violated Section 1 5(a) of the 

Exchange Act when they induced the purchase of the securities of Arete while they were not 

registered as brokers, or associated with a broker-dealer registered, with the Commission. The 

Division made its investigative file available to the Respondents for inspection and copying on 

October 2, 20 1 4. 

At a prehearing conference held on November 3, 20 1 4, the Court deemed all the 

Respondents were served with the OIP on October 1 6, 20 14, directed them to file Answers by 

November 1 7, 20 14, and granted the parties leave to file motions for summary disposition pursuant 

to Rule 250 of the Commission Rules of Practice by January 30, 20 1 5  , with responses and replies 

due on February 20, and March 2, 20 1 5  respectively. See Kenneth C. Meissner, Admin. Proc. 

Rulings Release No. 1 978 (Nov. 3, 2014). Meissner filed his Answer on November 1 3  , 20 14. See 

Kenneth C. Meissner, Admin. Proc. Rulings Release No. 204 1 (Nov. 2 1 ,  20 14). Scott filed his 

Answer on November 14, 20 14. 

On November 20, 20 14, the Court conducted a prehearing conference pursuant to Rule 

240(2) with the Division and Meissner to discuss settlement. Scott did not participate . See Kenneth 

C. Meissner, Admin. Proc. Rulings Release No. 2030 (Nov. 1 8, 20 14). The Court subsequently 

issued a protective order to seal the transcript of the prehearing conference and the documents 

3 




submitted with Meissner's Answer. See Kenneth C. Meissner, Admin. Proc. Rulings Release No. 

2041 (Nov. 21 ,  201 4). 

III. 	 Facts 

A. 	 Respondents Are Not Registered as Brokers and Have Been Previously 
Disciplined. 

Scott, age 62, is a resident of Perkasie, Pennsylvania. 7 Scott is licensed to sell life and 

health insurance, and annuities in Pennsylvania since 1 978 and also held insurance licenses in at 

least two other states.8 In 2005, Scott joined Summit Trust Company (Summit Trust), which is 

associated with Brown Investment Advisers, Inc. (Brown Advisers), a Pennsylvania registered 

investment adviser. Summit Trust offered trust services, custodial accounts for Individual 

Retirement Accounts (IRA) and non-IRA accounts, and trusts.9 Scott served as a Director of 

Business Development until January 1 ,  2012, when his employment with Summit Trust ended.10 

In February 2012, Scott requested that his wife form The Cromarty Group LLC (Cromarty Group), 

an entity through which Scott conducted his consulting business, and received and paid 

commissions to other salespeople for their sales of Arete investments. 11 Scott has never been 

registered as a broker, or associated with a broker-dealer registered, with the Commission.12 

7 See Scott Tr. at p. 25 :20-26:5; Exh. 8 was referred to in investigative testimony as Exh. 62, Scott 

background questionnaire. 

8 Scott Tr. at p. 33 :23-34:23 ; Exh. 8, Scott background questionnaire at p. 1 0, question 33 .  

9 Scott Tr. a t  p .  28 :25-29:6; 47:20-48: 1 8; 50: 12- 1 7; Exh. 8, Scott background questionnaire a t  p. 

1 1  , question 36. 

10 Scott Tr. at p. 27: 1 7-28 :5 (Scott's employment with Summit Trust); Brown Tr. at p. 38 :  12- 1 9  

(description of services provided by Summit Trust). 

11 The Cromarty Group is a Nevada LLC formed in 2012, with its principal place of business in 

Hatfield, Pennsylvania. See Scott Tr. at 2 1  : 14-22:2. Although Scott's wife, Linda F. Close, was 

the managing member of the Cromarty Group, Scott testified that he used the entity to engage in 

his consulting business and to appear "more professional." Scott also testified that his wife was 
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Scott has been the subject of two disciplinary actions brought by the Pennsylvania 


Securities Commission (PSC).13 In October 1 999, the PSC ordered Scott to cease and desist 

from offering and selling unregistered and nonexempt promissory notes and acting as an 

unregistered broker-dealer (Docket No. 991 0-06). 14 In 2005, the PSC, in an administrative action 

against Scott related to the sale of promissory notes, permanently barred him from: representing 

an issuer offering or selling securities in Pennsylvania; acting as a promoter, officer, director, or 

partner of an issuer offering or selling securities in Pennsylvania or of a person who controls or 

is controlled by an issuer; being registered as, or being an affiliate of, a broker-dealer, investment 

adviser, or investment adviser representative; or relying on various offering exemptions (Docket 

No. 0 102-36). 15 

Meissner, age 74, is a resident of Fair Oaks Ranch, Texas.16 Meissner has been licensed to 

sell life and health insurance, annuities, and life settlements in Texas for more than 30 years.17 

Over the course of his career, Meissner held insurance licenses in at least 26 other states.18 Prior to 

June 2000, Meissner was licensed to sell securities and was associated with a broker-dealer 

registered with the Commission.19 In June 2000, Meissner's securities licenses were revoked and 

the founder of the Cromarty Group because his credit was "not good" and he wished to secure a 

line of credit for the entity at some point. Scott Tr. 1 4: 1 5- 1  7:4. 

12 Scott Tr. at p. 35:6- 1 0; see also Scott Answer at  4. 

1 3  Scott Tr. at p. 35 : 1 5-38 : 1  0;  Exh. 8, p. 7, question 28. See also Exh. 9 , Orders from PSC, Dkt 

No. 991 0-06 and 0 1 02-36. 

14 !d. 

15 !d. 

16 Meissner Answer at p. 1 .  See also Meissner Tr. at p. 14 :  1 7- 1 5 :  10 ;  50:9- 1 3 ;  see also 

Meissner's background questionnaire, Exh. 10  was referred to in investigative testimony as Exh. 

1 7  at p. 1 .  

17 Meissner Tr. at p. 24:2-5 ; 32:25-33 : 1 9; 4 1  : 1 6-43 : 1 2. 

18 !d. 
19 Meissner Tr. at p. 3 1  :25-32: 1 1 ;  34: 1 0-36 :2 1 .  

5 




he was barred from association with any National Association of Securities Dealers (NASD) 


member in any capacity, because he sold securities in a private securities transaction and failed to 

provide written notice to his member firm describing the proposed transaction and disclosing 

whether he received selling compensation in connection with the transaction.20 Although 

previously licensed and associated with a registered broker-dealer from 1968 through 2000, 

Meissner was not registered as a broker, or associated with a broker-dealer registered, with the 

Commission while he sold the investments in Arete during 2012.2 1  

B. Snisky and Arete's Investment Program 

During the summer of 20 1 1 ,  Scott was introduced to Snisky, who resided in Colorado.22 At 

that time, Scott was working for Summit Trust in Pennsylvania marketing trust services to life 

insurance agents and financial advisers.23 Scott participated in several telephone calls with Snisky 

who represented that he was putting together an investment that resembled an annuity, but would 

pay a higher interest rate if investors were willing to invest their money for five to ten years . 24 

Snisky explained that he pooled investors ' funds to purchase "Agency Bonds," which he described 

as "Ginnie Mae"25 bonds and other similar notes, to produce yields of 6 to 7 percent per year if 

20 Meissner Tr. at p. 3 1  :25-32: 1 1 ;  34: 1 7-36:2 1 ;  Exhibit 1 1  (Excerpt from NASD Notice to 
Members August 2000, p. 1 -2, 77, NASD Case #C0600001 0). 
2 1  See Meissner Answer, paragraph 1 ;  see also Meissner Tr. at p. 3 1 : 1 8-3 2 : 12  (Meis sner held a 
securities license until 2000); 34: 1 0-3 5 :  25 (Meissner was barred from the securities industry in 
2000); 42 :20-2 1 ("I did not have a securities license."). 
22 Scott Tr. at 1 44:22- 146:6; 1 69 :20-24; see also Scott' s statement, Exh. 12  was referred to in 
investigative testimony as Exh. 68 at p. 1 .  
23 Exh. 1 2  at p. 1 ;  STC-0063 898. 
24 Jd 
25 Bonds issued by the Government National Mortgage Association are referred to as "Ginnie 
Mae" bonds. 
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investors held their investment for five years.26 Snisky represented that an investor who remained 

invested in Arete for ten years would receive an additional 1 0 percent bonus. 27 In January 201 2, 

Snisky sent Scott a private placement memorandum (PPM) that described the investment with 

Arete .28 Snisky disclosed in the PPM that the investments in Arete were securities and were not 

registered under the Securities Act of 1 933 .29 

In the PPM, Snisky made four main representations about the investments in Arete. First, 

he represented that Arete invested in "Agency Bonds," such as those offered by the Government 

National Mortgage Association (Ginnie Mae), which were backed by the "full faith and credit of 

the U.S. Government. "30 Second, he represented that investments presented low risk stating, "You 

cannot lose your principal when you deposit money in our proprietary model as long as you do not 

withdraw your capital early."3 1 Third, he represented that investors who held the investment in 

Arete for ten years received a ten percent bonus and earned a guaranteed annual return of seven 

percent based upon the Agency Bond's interest rate of six percent plus one percent from 

participating in overnight bank lending rate sweeps.32 Fourth, he represented there were no hidden 

fees; investors paid Arete a management fee from one percent to two and a half percent of Net 

26 Exh. 1 3  was referred to in investigative testimony as Exh. 67, Scott's notes of first 

conversations with Snisky. 

27 Exh. 1 3  at p. 3 .  

28 Scott Tr. at p. 1 89 : 1 4- 1 90:23, see also Exh. 1 6, which was referred to in investigative 

testimony as Exh. 70, Arete PPM; Scott sent the PPM to Tomich and other advisers; see also 

Exh. 1 4, Scott email sending five-year memorandum to Rasmussen. 

29 See e.g. Exh. 5 and Exh. 7. at p. 3 ,-r 1 of both exhibits. See also Exh. 15 ,  copy of PPM 

produced by Meissner with highlights of Disclosure No. 1 at p. Meissner-P-000039; and Exh. 1 6, 

produced by Scott. 

30 Exh. 5 and 22 at p. 1 ,  ,-r 1 & 2, and p. 8 .  

3 1  Jd. at p. 8 ,-r 3, see indented point 2 .  

3 2  I d. at p. 8-1 0, see first paragraph under "An Exciting New Proprietary Value Model," the table 

of yearly earnings, and Disclaimer Notes; see also Scott Tr. 1 5 1  :24- 1 52 :20; 1 5  7: 3-1  8 ;  1 65: 13
1 66:23; 1 6  8:7- 1 69: 1 3 .  
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Asset Value (NAV) and no additional fees were paid to representatives or for advertising.33 Snisky 


made similar representations about Arete ' s  investment program in his discussions with Scott, 

Meissner and Tomich. 34 

Between August 201 1 and October 20 12, Snisky raised at least $4,469, 803 .60 from forty 

investors who were located in at least eight states.35 However, Snisky's representations about 

Arete's  investment program were false. Snisky did not use investors ' funds to purchase Agency 

Bonds. 36 Snisky did not disclose that he used investors ' funds to pay his personal expenses. 37 

Snisky did not disclose that investors ' funds were used to pay commissions to the advisers. 38 

C. Scott and Meissner Were Advised That The Investments in Arete were Securities 

Snisky disclosed in the PPMs sent to Scott and Meissner that the investments in Arete were 

securities and were not registered under the Securities Act of 1 93 3 .  39 In addition, Snisky filed 

Notices of Exempt Offering of Securities on Forms D for the Summit 12P05i and Summit 

1 2P01 0i offerings of Arete ' s  securities with the SEC on April 26, 2012. Snisky sent the Forms D 

33 Exh. 5 and 22 at p. 2, 1 0- 1 1  , see headings "Company Management" and "Our Proprietary 
Model Has No Hidden Fees" respectively. Exh. 5 lists the management fee at 1 %  of NAV per 
year to be distributed at the beginning of the first calendar quarter. Exh. 7 lists an increased 

management fee of2.5% of NAV. Scott explained that the management fee was not to be paid 

until the fifth quarter after the money was originally placed with Summit Trust. See Exh. 1 7, 

1 122/ 1 3  email to Brown on Arete fees. 

34 Scott Tr. at 1 50:8-1 52:20; 1 65 :25- 1 69 : 1 3 ;  Exh. 13 ,  Scott notes of Snisky presentation at p. 1 ;  

Tomich Tr. at 55 : 1  8-56: 1 4  ; Meissner Tr. at p. 64: 1 7-65:2 1 ;  66:9-67: 1 6  ; 68 :24-7 1 :7; 7 1  : 14-73 : 1 3  ; 

73 :22-74 :9; 76: 1 9-77: 1 4  . 

35 Matticks Decl. at  1 1  . 

36 Scott Tr. at p. 203 : 1 7-25;  Matticks Decl. at  4, 5 ,  1 0. 

37 Meissner Tr. at p. 87: 1 7-88 :7. 

38 Scott Tr. at 1 66:24- 1 68:3 

3 9  See e.g. Exh. 5 and Exh. 7. at p. 3  1 of both exhibits. See also Exh. 1 5  , copy of PPM 
produced by Meissner with highlights of Disclosure No. 1 at p. Meissner-P-00003 9; and Exh. 1 6  
produced by Scott. 

8 




to Scott who forwarded them to the insurance salesmen and advisors.40 Meissner testified that he 

read the Forms D.41 Based on the PPMs and the Forms D, Scott and Meissner knew they were 

offering securities to investors.42 

The investments in Arete were investment contracts . Snisky represented to Scott, 

Meissner, and others that investors' funds were pooled to purchase Agency Bonds, which paid 

interest of six to seven percent.43 The Arete investors did not own the individual bonds but rather a 

proportionate share of the bonds and the interest earned. 44 Snisky represented that Arete earned 

additional interest by lending principal repayments received from the bonds to a federal bank 

overnight lending program.45 The interest that Arete was to earn came from the efforts of Snisky, 

the investment manager.46 All the funds of the investors whom Tomich and Meissner induced to 

purchase investments in Arete were aggregated into a single Summit Trust SMA which transferred 

the funds to Arete.47 

40 Exh. 1 8  , Scott email to Rasmussen. 

41 Meissner testified that he read the Form D for Arete. Meissner Tr. at p. 70:8- 1 1 .  See also Exh. 

1 9, Meissner' s  copy of Form D. 

42 Meissner Tr. at p. 69:22-70:  1 1  (Form D); 79:3 - 14  (Meissner received PPM from Snisky); 

92:2-93 : 1 7  (Meissner went through Arete PPM and application with Chadwick 

43 Scott Tr. p. at 1 5 1  :24- 1 52:20; 1 7  8 :5 - 1 7  ; Exh. 1 3 ,  Scott's notes at p. 1 :  " 1 .  Buy Bonds

provide int[erest] from Bonds to pool of investors [without] buy[ing] it! Agency Bonds- buy @ 

6%- pay back to people 7% for 1 0  years (keep 1 st 5 years in house)." See also Meissner Tr. at p. 

7 6 :  1 9-77: 14 (investors' funds were collected with funds of other investors to purchase bonds). 

Tomich Tr. at p. 85 : 1  3-86:2. 

44 Exh. 12, see Scott statement at 1, "Summit' s  role was to aggregate the funds of investors into 

one 'separately managed account' and to distribute the quarterly interest proportionately." See 

also Exh. 5 Arete PPM at p. 1 under heading "Contributions in Company" disclosing investors' 

contributions are held in "Book Capital Accounts". Scott Tr. at p. 1 54 :8- 1 3 .  

45 Scott Tr. at p .  1 5  7:  3-1  8 ;  1 68 : 1 6- 169:9; Meissner Tr. at p .  7 1  : 14-73 :  1 3 ;  96: 1 6-97 :7 (identifying 

Exh. 5) and 1 00:22- 1 02:6. 

46 Scott Tr. at p. 1 49 :2 1  - 1 5 1 :  1 7; 1 5 1  :22- 1 52 :20; 1 5  7: 3-22; 1 68 : 1 6- 1 69:9. 

47 Scott Tr. at p. 1 76 :  1 4- 1 78 : 1 7. 
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D. Scott Acted as a Broker. 

Scott acted as a broker in the sale of the securities of Arete by participating at key points in 

the chain of distribution in at least four ways. First, Scott arranged for Summit Trust to serve as 

the custodian for the accounts of Arete' s  investors. Second, he induced three insurance salesmen 

to persuade their clients to purchase investments in Arete. Third, he received transaction-based 

compensation of seven percent of the funds of the investors that his salesmen induced to purchase 

investments in Arete, and in turn he was to pay his salesmen a five percent commission. Fourth, he 

tracked the sales made by Tomich and Meissner, reviewed the investors ' applications to determine 

if the investors were accredited, and confirmed wire transfers of funds to Summit Trust.48 

1 .  Scott Arranged for Arete to Open a SMA Account at Summit Trust. 

At the beginning of January 20 12, Scott's employment with Summit Trust ended.49 After 

he was laid off, Scott asked Kevin Brown, the president of Summit Trust, to participate in two 

webinars hosted by Snisky to become familiar with the Arete investment. 50 Snisky wanted Summit 

Trust to act as a custodian to aggregate the funds from Arete 's investors into one "separately 

managed account" (SMA), send account statements to investors, and allocate quarterly interest to 

investors who purchased the investments in Arete.5 1  In February 20 12, Scott arranged for Arete to 

48 Scott Tr. at p. 204 : 1  8-205 :7; Tomich Tr. at p. 1 02 :  1 9- 1 04:2. 

49 Scott Tr. at p. 28 :25-6; 1 1  8:24-22; 1 63 :2 1 - 1 64:  24. 

50 Scott Tr. at p. 48 :6- 1 8  (Brown is president of Brown) ; 49: 12-50:4 (Brown was principal); Scott 

Tr. at p. 1 45 : 1  6-1 46:6; 1 5  7:3-1 60 : 1 6  (Scott asked Brown and Summit Trust to participate in two 

webinars) 164 : 1  5-24 (Scott asked Brown to open SMA); Exh. 1 2, Scott statement p. 1 .  See also 

Brown Tr. at p. 160:20- 16 1 - 12. 

5 1 Exh. 12  at p. 1 ;  Brown Tr. at p. 165 :25-1 68:4. 
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· 
open a SMA with Summit Trust to receive funds from investors and transfer funds to Arete 's bank 

accounts . 52 

2. 	 Scott Induced or Attempted to Induce Insurance Salesmen and Advisers to Sell 
Investments in Arete. 

Scott introduced at least eight insurance salesmen and financial advisers to Snisky to 

induce them to offer Arete 's securities to their clients.53 Of the eight, Tomich, Meissner and 

Sparkman sold Arete ' s  securities to their clients. 

Scott introduced Tomich, 54 an insurance salesman from Michigan, and Rasmussen, an 

investment adviser from Texas, to Snisky in a telephone conference call to induce them to 

purchase investments in Arete. 55 Scott sent information about Snisky by email to Rasmussen, who 

responded he was interested in investing between $5 and $7 million in Arete. 56 In response, Scott 

emailed Rasmussen the Arete five-year private placement memorandum on January 27, 2012.57 

On February 2, 20 12, Scott emailed Rasmussen, Dye, Henderson, and Sparkman to arrange 

a conference call with Snisky to introduce the Arete investment and later sent highlights about 

Arete 's Summit 12P0 1 0i and 12P05i investments. 58 Scott also emailed Rasmussen and Kitchen 

the Bloomberg screen shots of bond transactions to be discussed during a conference call with 

52 See Exh. 20, Scott email 2/3/ 12;  Scott Tr. at p. 1 63:2 1 - 1 64:24 

53 Scott introduced Tomich, Donald Rasmussen, Wes Dye, David Henderson, Bill Sparkman, 

Ken Kitchen, Meissner, and Jeffrey Lumkes to the investments with Arete. See footnotes 54, 58, 

59, 62, and 74. 

54 Tomich Tr. at p. 47:23-48: 1 7; 49:4- 1 8  ; 52: 1 2-53:20; 54:5- 1 5  . Tomich initially learned about 

Snisky and Arete from Scott in the summer of 201 1 in a conference call, and then again in 

another call in early January 20 12  . Id 

55 Exh. 1 2, Scott statement  2 & 3 .  

56 Exh. 2 1 .  Scott used the email address D 1 Scott@comcast.net. Scott Tr. at p .  1 2 :  1 0- 1  1 .  

57 Exh. 14.  

58  Exh. 22. 
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Snisky.59 Later in February 20 12, Scott travelled to Colorado to attend Snisky's training 

presentation with Rasmussen, Dye,60 and Sparkman. 61 

After the training session, Sparkman told Meissner about the investments in Arete and told 

him to contact Scott.62 In February 20 12, Meissner telephoned Scott, whom he knew from 

previous transactions with Summit Trust,63 to learn more about the investments in Arete.64 Scott 

set up a joint conference call with Snisky, so that Meissner could learn about investments in Arete, 

and arranged for Snisky to email to Meissner information about the trading platform. 65 Scott 

invited Meissner and Tomich to attend a training session. 66 Then Scott travelled to Colorado in 

March 20 12  to participate in Snisky's training session with Meissner 67 and Tomich.68 

59 Exh. 23. 
60 Rasmussen, Dye and Henderson did not induce any investors to purchase the securities of 
Arete. Scott Tr. at p. 1 72 :2-4. 
6 1  See Exh. 12, Scott statement at  3 ,  (Rasmussen, Tomich and Sparkman attended meeting); see 
also Scott Tr. at p. 1 69:20- 17 1  :9, (identifying the attendees as Bill Sparkman, Don Rasmussen, 
Wes Dye, and Steve Tabb). 
62 Meissner Tr. at p. 59:3-60 : 1  0; Meissner Arlswer at para. 4 (Bill Sparkman recruited and 
informed me about Arete LLC and told him to contact Scott.). 
63 Meissner Tr. at p. 54: 1 -2 1 .  
64 Meissner Tr. at p .  6 1 : 1 9-64 : 14  . 
65 Meissner Tr. at p. 82: 14-83 :8 ;  Exh. 24, Snisky 31 1 /  12  email sending screen shots. Exh. 25, 
2/28112 email setting conference call. 
66 Exh. 1 9, Scott email setting up Arete training in Colorado. Meissner attended the Arete 
training with Tomich and another gentleman. See Meissner Tr. at p. 64: 1 7-65 :2; 66:9-6 8 : 1 5  
(Exh. 1 9). See also Tomich Tr. at p .  74:6- 1  1 .  Tomich attend the Arete training in Colorado with 
Doug Scott, Steve Tabb, and a "fellow from Texas, his name was Miezner [sic] ." Scott Tr. at p. 
1 72 : 1  5-25 (Scott's second trip to Colorado was to attend Snisky's training with Meissner and 

Tomich). 

67 Scott Tr. at p. 1 82: 1 3 - 15  ; Exh. 25, Scott email setting conference call. 

68 Scott Tr. at p. 1 72 : 1  5-25; Meissner Tr. at p. 64: 1 7-65 :2; 68:5- 1 9; Tomich Tr. at p. 74:6- 1 1 .  
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In March 20 12, Meissner travelled to Colorado to meet Snisky and Scott, learn about the 

company, and conduct his due diligence.69 He and Scott spent a day with Snisky looking at 

computer screenshots from a Bloomberg Terminal while Snisky explained his trading program.70 

Although Snisky showed Meissner and Scott hypothetical transactions involving the purchase of 

Ginnie Mae bonds, neither asked Snisky if he had already purchased any bonds or through what 

brokerage firm he effected his transactions. 7 1  Meissner did not ask Snisky how he obtained access 

to the overnight federal bank lending program.72 Following the training session, Scott emailed 

Meissner and others (Sparkman, Henderson, Rasmussen) instructions on how to complete the 

application to invest in Arete. 73 

Scott also offered the investment in Arete to Jeffrey Lurnkes and his clients .74 Scott also 

represented in emails that he offered the Arete investment to an executive at US Bank in Colorado 

in June 201 275 and to school districts in Colorado in October 20 12 .76 

As a result of Scott' s efforts Tomich, Meissner and Sparkman offered Arete ' s  securities to 

their clients who purchased the investments. 

69 Meissner Tr. at p. 59:3- 1 0  ; 62: 1 9-63: 1 7  ; 64:3- 17; 66:9-68: 1 9; see also Exh. 1 9, Scott email to 

about Meissner travel arrangements to Colorado . 

70 Meissner Tr. at p. 64: 1 7-65:2 1 .  

71 Meissner Tr. at p. 64: 1 7-65:2 1 ;  68:24-70: 1 6  ; 72: 1  3-73: 13 ,  74: 1 9-77: 1 3 .  See also Scott Tr. at 

p. 1 5  0:230- 1 5 1 :  1 7; 203:1  6-25 (Snisky subsequently disclosed to Scott after the seizure of his 

accounts by the FBI that he had not purchased any bonds.) 

72 Meissner Tr. at p. 7 1 : 14-72:4; 73:2-2 1 .  

73 Exh. 26, Scott email sending instruction on how to invest in Arete. 

74 Exh. 27 which was referred to during investigative testimony as Exh. 52, Scott email 2/91 12 .  

7 5  Scott Tr. at p .  1 82: 1 6- 1  84:2. See also Exh. 28 Scott email in Colo . in June 20 12  with Snisky. 

76 See Scott emails Exh. 29 (see also Exh. 28, Scott email in Colo. in June 20 12  with Snisky and 

want to discuss loan) and Exh. 30.  
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3. 	 Scott Received Transaction-Based Compensation for Sales of Investments in 
Arete by Meissner and Tomich. 

Snisky agreed to pay Scott a seven percent commission on the investments offered and sold 

by insurance agents or advisers whom Scott introduced Arete . 77 Scott agreed to pay the salesmen a 

five percent commission for inducing their clients to purchase investments in Arete .78 To facilitate 

these transactions, Scott requested that his wife form the Cromarty Group in February 20 12  and 

open a bank account, which received funds from Arete , Group Summit LLC,79 and Snisky.80 

Scott received transaction-based compensation from Snisky when Meissner and Tomich 

were successful in selling investments in Arete to their clients. 81 From April through October 

20 1 2, Tomich induced seven of his clients to purchase $969,848.35 in investments in Arete. 82 

Tomich advised Scott when his clients were ready to invest and mailed the applications from 

Michigan to Summit Trust in Nevada. 83 From April through July 20 12, Meissner induced four of 

his clients to purchase $3 55,242 in investments in Arete.84 Meissner advised Scott when each of 

his clients was ready to invest. 85 

77 Scott Tr. at p. 135 :  1 3 - 1 3  6 :  1 9  (Snisky to pay 7 percent to Cromarty and it was to pay 5% to the 
advisers who sold the security to the investors). 
78 Scott Tr. at p. 1 3 5 : 1 3  - 1 3  6 :  1 9  ; Meissner Tr. at p. 57: 1 5-59:2; Tomich Tr. at p. 86 :6- 1 0  ; 1 1  0 :24
1 1 1 :7; 1 1 1 :25- 1  1 3 : 1  (Tomich received $48,327 from Cromarty and Scott as commissions on 

Arete transactions). 

79 In April 20 12,  Snisky formed a new entity Group Summit LLC to receive funds raised by Scott 

and the insurance salesmen that he recruited. Scott Tr. at p. 1 9 1  : 3 - 192:25, Exh. 1 6  . 

80 Exh. 3 1 ,  which was referred to during investigative testimony as Exh. 6 1 ,  Linda Close letter; 

Scott Tr. at p. 20 :2- 1 5  ; 22: 1 0- 1 5  . Snisky wire transferred funds to the Cromarty Group account. 

Matticks Decl. at ,-r 4, 5 ,  8, 1 3 ,  1 4; see also Exh. 5 1 .  

8 1  Scott Tr. at p. 1 73 : 1  4-23 ; 1 78:2- 1 0  ; 1 7 1  : 14- 1 72 : 1  (Sparkman induced a husband and wife to 

invest and Scott was compensated). 

82 Tomich Tr. at p. 98 : 1  2-99 :8,  Tomich identified seven investors that he introduced to Arete. 

83 Exh. 32, 4/211 2  Tomich email to Scott mailing application for investment in Arete . 

84 Meissner Tr. at p. 92:2-93 : 1 7, Exh. 5 (Chadwick application); p. 1 06 : 12- 1 07: 1 7, Exh. 6 

(Weems application); p. 1 07:23- 1 1  0 :25 (Hall and Hart invested), Exh. 7 (Hall's PPM); there 


1 4  




In total, Tomich, Meissner and Sparkman induced eleven investors to purchase $ 1  ,325,090 

ofthe securities of Arete. As a result of the sales by Tomich and Meissner, Snisky and his entities 

made nine wire transfers to Scott through his Cromarty Group bank account totaling $95,595 .94, 

which corresponded to slightly more than seven percent of the total sales made by Tomich and 

Meissner. Out of those funds, Scott paid commissions of approximately five percent to Meissner 

that equaled $ 1 7,737 and to Tomich that equaled $48,327.40; and half percent commission to 

Sparkman on Meissner' s sales that equaled $ 1  ,776.20. 86 In addition, Scott paid Summit Trust 

$ 1  ,457.50 for opening the custodial accounts for Arete. 87 Out of the funds he received from 

Snisky, Scott retained $26,297.84.88 

4. Scott Tracked the Investments and Wire Transfers to Arete. 

Scott tracked the investments of the clients of Tomich and Meissner were sent to Summit 

were four investors, p. 1 1 1  :20-24. Ms. Hall and Mr. Hart were new clients. Meissner Tr. at p. 
1 1  4 : 14- 1 9  ; 1 1  6 :21  - 1  1 7  :8 .  
8 5  Meissner Tr. at p. 50: 1 9-5 1  : 1 9  ; 97:25- 98: 1 4  and 99:22- 1 00:4 (Meissner described his clients 
as in the 50 to 70 age range looking for fixed rate returns to increase their income. Meissner 
communicated to his clients that the investments was a Ginnie Mae type investment fully 
guaranteed by the full faith and credit of the U.S. Government. Meissner provided the 
information to his clients because Arete did not adverti se.) See, e.g, Exh. 33,  3/211 12  Scott 
email stating "Ken Meissner has several clients that are ready to invest in the Arete program ." 
Exh. 34, 3/28/ 12  Scott email "I believe you should have received one or two packages with 
business for the Arete SMA. Mike Tomich and /or Ken Meissner are sending in business." Exh. 
35, 4/ 1 0/12 Scott email "I want to review the Arete business that is in different stages of the 
process and to see if Contribution Agreements have been completed for those that have been in 
Las Vegas for a while . . . .  Chadwick . . .  $5 0,000 in the 1 0  year plan (Ken Meissner)." Exh. 36, 
71 1 0112  Summit Trust email to Scott re investment by Meissner client; Exh. 37, 6/2 5/ 12  
Meissner email to Scott re Hart investment. 
86 Matticks Decl. at,-[ 1 6  . 
87 Id 
88 Scott Tr. at p. 1 99: 1 7-20 1 :  3 .  Scott used tho se funds to pay health insuranc e and his other 
expenses. 
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Trust.89 Brown, the president of Summit Trust, described Scott alternately as the quarterback for, 

or in the chain of command of, Tomich and Meissner coordinating their clients' investments in, 

and transfers of funds to Arete.90 Scott knew that the first person to invest in Arete was a client of 

Tomich/1 and that Sparkman induced a husband and wife to invest in Arete.92 He confirmed 

various wire transfers of investors ' funds from the Summit SMA account to Arete 's bank 

account.93 

Scott also coordinated the transfer of investments funds . In May 20 12, Scott directed 

Brown and Summit Trust to hold further wire transfers to Arete because Snisky was changing 

banks.94 Later in May, Scott advised Brown that Snisky had moved the bank accounts to Key 

Bank.95 Then Scott provided the new wire instruction information to Summit Trust in June 20 1 2.96 

When Brown needed the contribution agreement for Summit Trust to send funds to Arete (Group 

89 See Exh. 33, 3/221 12  Scott email requesting brochures for Meissner's clients investing in Arete; 

Exh. 34, 3/28/12 Scott email re Tomich or Meissner sending Arete packages; Exh. 32, 4121 12  Scott 

email that Tomich is sending in Arete paperwork; Exh. 35, 4/1 0112 Scott email confirming 

investments by Tomich and Meissner clients; Exh. 38, 4/ 1 0/12 Scott email checking on wire of 

investors ' funds to Arete . 4/3 0/ 12  Scott email tracking wires of investors ' funds (Beland, Weems, 

Chadwick) STC-0073049-5 1 ;  Exh. 36, 7/ 1 0/12 email to Scott re Mary Hall (sic Hart), and Exh. 37, 

6/25/12 Meissner email to Scott re Hart investment. 

90 Brown Tr. at p. 1 7 1  :2 1 - 1 72 : 1 2; 20 1 :  6-202 : 14 .  

9 1  Exh. 1 2, Scott statement ,-r 4.  

92 Scott Tr. at p .  1 7 1  : 1 4- 1 72:  1 ;  Matticks Decl. at ,-r 5 (LeGrand investments of $ 1 4 1 ,  500 

deposited into Group Summit account 63 04). 

93 Exh. 38,  41 1 0112  Scott email tracking the flow of money to Arete and requested confirmation 

of funds wired to Arete; Exh. 39, 4/ 1 9/12 Scott email asking, "is there another group of clients 

who have funds ready to be wired this week?"; Exh. 40, 4/ 1 9/ 12  email to Scott identifying three 

investors whose funds were part of $365,750 wire sent to Arete ; at p. STC-007305 1 ;  see also, 

41241 1 2  Scott email asking for funds of Anne Savage to be sent, id at p. STC-0073 050. 

94 Exh. 4 1 ,  5/4/ 1 2  Scott email to hold wires. 

95 Exh. 29, 5/3 1/12 Scott email re Key Bank. 

96 Exh. 42, 6/5/12 Scott email with Key Bank wire instructions. 
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Summit), Scott emailed the document to him.97 

Scott acted as a broker in the sale of Arete 's securities by participating a key points in the 

chain of distribution of the securities, and receiving and paying transaction-based compensation on 

eleven sales of Arete 's securities to Tomich's and Meissner's clients. 

E. Meissner Acted as a Broker. 

Following the training session with Snisky and Scott in Colorado in March 20 12, 

Meissner induced four investors to purchase $3 5 5,242 in investments in Arete.98 Meissner 

obtained the PPM and application from Snisky either by email or through the mail.99 Meissner 

offered the Arete investment to two of his existing clients and two new clients. 100 Meissner 

discussed the merits of the investment in Arete,101 completed the applications, and sent the 

application along with investors ' funds to Summit Trust in Nevada, 102 for later transfer to Arete in 

Colorado. 103 Meissner did not disclose to his clients that he was receiving a five percent 

97 Exh. 43 , 71 1 0112  Scott email to Brown with Arete paperwork for 3Q20 12 .  

9 8  Meissner Tr. at p .  92:2-93 : 1 7, Exh. 5 (Chadwick application); p. 1 06 : 1 2- 1  07: 1 7, Exh. 6 

(Weems application); p. 1 07:23- 1 1  0 :25 (Hall and Hart invested), Exh. 7 (Hall ' s  PPM); there 

were four investors, p. 1 1  1 :20-24. Ms. Hall and Mr. Hart were new clients. Meissner Tr. at p. 

1 1  4: 14- 1 9; 1 1  6 :21  - 1  1 7  :8 .  

99 Meissner Tr. at p .  79:3 - 1  4. Snisky sent Meissner the PPMs. 

100 Meissner Tr. at p. 92:2-93 : 1 7, Exh. 5 (Chadwick application); p. 1 06: 1 2- 1 07 : 17, Exh. 6 

(Weems application); p. 1 07:23-1  1 0 :25 (Hall and Hart invested), Exh. 7 (Hall ' s  PPM); there 

were four investors, p. Il l :20-24. Ms. Hall and Mr. Hart were new clients. Meissner Tr. at p. 

1 1  4:  1 4- 1 9; 1 1  6 :2 1 - 1  1 7  :8 .  

1 0 1  Meissner Tr. at p. 50: 1 9-5 1 : 1  9;  97:25-98: 14;  99:22- 1 00:4 (Meissner described his clients as in 

the 50 to 70 age range looking for fixed rate returns to increase their income. Meissner 

communicated to his clients that the investments was a Ginnie Mae type investment fully 

guaranteed by the full faith and credit of the U.S. Government. Meissner provided the 

information to his clients because Arete did not advertise.) 

1 02 Meissner Tr. at p. 1 1  7: 1 9- 1  1 8 :  1 5  . Meissner sent the completed forms to Summit Trust. 

1 o3 Id. 

1 7  




commission on their investments.104 Meissner advised Scott when each of his clients was ready to 

invest.1 os 

Meissner received transaction-based compensation from Scott through the Cromarty 

Group. Scott sent Meissner three checks for $2,500, $5,000 and $ 1 0,237.106 These checks 

represented a five percent commission on each of his client investments in Arete, with the last 

check combining the commission for two clients.107 Meissner was not licensed or registered as a 

broker when he sold the securities of Arete in 20 12.108 

IV. Argument 

A. Summary Disposition Standard 

The Division's  motion for summary disposition should be granted because there are no 

genuine issues of material fact and the Division is entitled to summary disposition as a matter of 

law. Commission Rules of Practice Rule 250(b), 1 7  C.F.R. § 20 1.250(b). The facts in the 

pleadings of the party against who the motion is made shall be taken as true, except as modified by 

104 Meissner Tr. at p. 124 : 1 -20. 
105 See e.g. Exh. 33,  3/2 1  / 12 Scott email stating "Ken Meissner has several clients that are ready 
to invest in the Arete program." Exh. 34, 3/28/ 12  Scott email "I believe you should have 
received one or two packages with business for the Arete SMA. Mike Tomich and /or Ken 
Meissner are sending in business." Exh. 35,  41 1 0/ 12  Scott email "I want to review the Arete 
business that is in different stages of the process and to see if Contribution Agreements have 
been completed for those that have been in Las Vegas for a while .... Chadwick ... $5 0,000 in 
the 1 0  year plan (Ken Meissner)." Exh. 36, 711 0/12 Summit Trust email to Scott re investment 
by Meissner client; Exh. 37, 6/25/ 12  Meissner email to Scott re Hart investment. 
106 Meissner Tr. at p. 1 24:25-1 26:9; see also Exh. 25 containing check stubs. Meissner Tr. at p. 
56: 1 5-59 :2. Meissner was paid commission through Cromarty Group. 

107 Meissner Tr. at p. 124:25- 126:9; see also Exh. 25. 

108 Meissner Tr. at p. 3 1 : 1 8  -32 : 1 2  (Meissner held a securities license until 2000); 34: 1 0-3 5 :  25 

(Meissner was barred from the securities industry in 2000); 42:20-2 1 ("I did not have a securities 

license.") 
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stipulations or admissions made by him, by uncontested affidavits, or by facts officially noticed 

pursuant to Rule 323 . Rule 250(a), 1 7  C.F.R. § 201 .250(a). 

The issue of whether a respondent violated Section 1 5  (a)( l )  of the Exchange Act may be 

resolved in a motion for summary disposition under Rule 250. See, e.g., Ox Trading LLC, 20 12  

SEC LEXIS 28 1 0  (Sept. 5, 20 12) (summary disposition finding respondent violated Section 

15 (a)( l )  by acting as an unregistered dealer), citing Couldock & Bohan , Inc. v. Societe Generate 

Sees. Corp., 93 F. Supp. 2d 220, 230-3 1 (D. Conn. 2000) (violation of Section 1 5(a) determined on 

summary judgment) ; see also Centreinvest, Inc., Initial Dec. Rel. No. 38  7, 2009 SEC LEXIS 2966 

(Aug. 3 1 ,  2009) (same); SEC v. Offill, 20 12  U.S. Dist. LEXIS 9369, at *28-33 (N.D. Tex. Jan. 26, 

20 12) (fmding defendants acted as unregistered brokers). 

B. Elements of Section 15( a)(l) Violation 

Section 1 5(a)( 1 )  of the Exchange Act, 1 5  U.S.C. § 78o(a)( 1 ), makes it unlawful for any 

broker to make use of the mails or any means or instrumentality of interstate commerce to effect 

any transactions in, or to induce or attempt to induce the purchase or sale of, any security unless 

such broker is registered with the Commission. Scienter is not an element of a Section 1 5  (a)( l )  

violation. SEC v. Offill, 20 12  U. S.  Dist. LEXIS 9369, at *28; SEC v. Rabinovich & Assoc., L.P., 

2008 U.S. Dist. LEXIS 93595, at * 1  4 (S.D.N.Y. Nov. 1 7, 2008). 

A broker is "any person engaged in the business of effecting transactions in securities for 

the account of others ." Section 3(a)(4) of the Exchange Act, 1 5  U.S.C. § 78c(a)(4). The phrase 

"engaged in the business" is not defmed by statute. However, it has been interpreted as regularly 

participating in securities transactions at key points in the chain of distribution. See SEC v. Kenton 
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Capital, Ltd , 69 F. Supp. 2d 1 ,  12-13 (D .D.C. 1998); Mass. Fin. Servs. Inc. v. Sec. Investor Prot. 

Corp., 4 1 1  F. Supp . 4 1  1 ,  4 1 5  (D. Mass.), aff'd, 545 F.2d 754 ( 1 st Cir. 1 976). 

The Exchange Act also does not define "effecting securities transactions" for the purpose 

ofbeing a broker. But courts consider several factors in determining whether a person is "effecting 

securities transactions," such as whether the person (1)  solicited investors to purchase securities, 

(2) handled investor funds and securities, (3) advised investors on the merits of the investment; and 

(4) received transaction-related compensation. See SEC v. Offill, 20 1 2  U. S.  Dist. LEXIS 9369, at 

*29 (citations omitted); SEC v. Benger, 697 F. Supp. 2d 932, 945 (N.D. Ill. 201 0); SEC v. U.S. 

Pension Trust Corp., 20 1 0  WL 3 894082, at *2 1 (S.D. Fla. Sept. 30, 20 10) (compiling list of 1 1  

factors courts consider when determining whether someone is a broker) . Transaction-based 

compensation, which both Scott and Meissner received, is one of the hallmarks of being a broker. 

See Cornhusker Energy Lexington LLC v. Prospect St. Ventures, 2006 U.S. Dist. LEXIS 68959, 

2006 WL 2620985 at *6 (D. Neb. Sept. 12, 2006) . 

C. Meissner and Scott Willfully Violated Section lS( a)(l) of the Exchange Act. 

As an initial matter, it is undisputed that Meissner and Scott were not registered with the 

Commission as brokers when they induced or attempted to induce investors to purchase the 

securities of Arete . 

Likewise, there can be no dispute that each of them used the means or instrumentalities of 

interstate commerce to effect the transactions, when they communicated with each other and 

Snisky by telephone, sent investment materials by email or the mails, travelled to Colorado to learn 

about the investment in Arete, sent investors ' applications and funds to Summit Trust in Nevada 
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for investment with Arete in Colorado, and received transaction-based compensation sent interstate 

by wire transfer or as checks sent through the mail. 

The OIP alleges the Respondents willfully violated Section 1 5(a) of the Exchange Act. OIP 

at p. 6. To commit a willful violation a Respondent need only have intentionally committed the act 

that constitutes the violation; there is no requirement that the actor also be aware he is violating any 

statute or regulation. See Arthur Lipper Corp. v. SEC, 547 F.2d 1 7 1 ,  1 8  0 (2d Cir. 1 976); Tager v. 

SEC, 344 F.2d 5, 8 (2d Cir. 1 965); James E. Ry an, 47 SEC 759, 76 1 n.9 ( 1  982). 

1. Scott Willfully Violated Section 15(a)(l) of the Exchange Act. 

Scott acted as an unregistered broker when he induced three insurance agents to induce 

their clients to purchase the securities of Arete . He persuaded Meissner, Tomich, and Sparkman to 

induce their clients to purchase investments in Arete which totaled $ 1  ,466,992 .56. 109 

Scott participated in the securities transactions at four key points in the chain of 

distribution. Scott was the quarterback coordinating Tomich 's and Meissner' s activities. First, 

Scott arranged for Summit Trust to serve as the custodian for the accounts of Arete 's investors. 

Second, he induced Tomich, Meissner and Sparkman to persuade their clients to purchase 

investments in Arete and also attempted to induce at least five others to sell the investments in 

Arete. Third, he received $95,595 .94 in transaction-based compensation of seven percent of the 

funds of the investors that Tomich and Meissner induced to purchase the securities of Arete, and in 

turn he paid the salesmen a five percent commission. Fourth, he tracked the sales made by Tomich 

and Meissner, and confirmed the transfer of funds from Summit Trust to Arete . 1 1 0  Although the 

PPMs that he distributed to the salesmen and ultimately the investors represented that Arete paid 

1 09 Matticks Decl. at  12  ; see also Exh. 50, Summary of lnvestor Proceeds. 
1 10 Scott Tr. at p. 204 : 1  8-205:7; Tomich Tr. at p. 1 02: 1 9- 1 04:2. 
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no fees to representatives, Scott never disclosed that he was receiving commissions for selling 

investments in Arete. 1 1 1  

Scott was engaged in the business of effecting securities transactions in Arete. Scott's 

principle activity during 20 12  was inducing insurance agents or advisers to sell the investments in 

Arete. From February through October 20 12, the majority of the deposits into the Cromarty Group 

bank account were received from Arete, Group Summit, and Snisky; $95,595 .94 out of the 

$ 1  00,490.94 in total deposits came from Snisky and his entities. 1 12 

Scott's violations of the broker registration provisions of Section 1 5( a)( 1 )  of the Exchange 

Act were willful. He knew that he was barred by the PSC from acting as an unregistered broker 

and yet he facilitated sales by three salesmen and received transaction-based compensation for 

each sale. 

2. Meissner Willfully Violated Section lS(a)(l) of the Exchange Act. 

Meissner acted as an unregistered broker when he induced four clients to invest a total of 

$355,242 in the securities of Arete. Two of the four clients were new to Meissner. Meissner 

discussed the merits of the investment, and completed the investment applications for his clients 

and sent the applications along with the investors ' funds by mail or email from Texas to Summit 

Trust in Nevada. These applications directed Summit Trust to wire transfer the funds to Arete 's  

bank accounts in Colorado. Meissner advised Scott of each investment and received three checks 

from Scott totaling $ 1  7,737, which were transaction-based commissions of five percent of the 

investors ' funds. Meissner did not disclose to his clients that he was receiving commissions for 

1 1 1  Meissner Tr. at p. 57 :20-5 8:9; Scott Tr. at p. 1 35 : 1 - 1 3  7:2; 1 66:24-1 68:3 (Scott believed his 

commissions were to come from the earnings not investors' funds.) 

m Matticks Decl. 1 5 ;  see also Exhibit 5 1 ,  Summary of Cromarty Group account 4987. 
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selling investments in Arete . 

Meissner was engaged in the business of offering low- risk investments to his clients and 

effecting securities transactions in Arete. 1 13 He sold insurance, structured viatical settlements, and 

also the securities of Arete to his customers . 1 14 Between April and July 20 12, Meissner offered the 

securities of Arete to four investors who purchased the securities, and to others who were waiting 

until after the first promised interest payments were made before they purchased. 1 1 5 

Meissner's violations of the broker registration provisions of Section 1 5  (a)( l )  of the 

Exchange Act were willful. He knew that he was barred by the NASD from acting as a broker, and 

yet he sold the investments in Arete to four clients and received transaction-based compensation 

for each sale. 

D. Sanctions 

These proceedings were instituted pursuant to Sections 1 5(b) and 2 1 C  of the Exchange Act 

and Section 9(b) of the Investment Company Act. Under these sections, the Commission is 

authorized to sanction violators of the federal securities laws through such means as a collateral 

securities bar from association with any broker or dealer or other securities industry organization, 

civil penalties, an accounting and disgorgement of ill-gotten gain including reasonable interest, and 

an order to cease and desist from violative conduct. See Sections 1 5(b)(6)(A), 2 1  B(a) and (e), and 

2 1  C(a) and (e) of the Exchange Act, and Section 9(e) of the Investment Company. The 

undisputed facts discussed above establish that Scott and Meissner willfully violated Section 

1 5  (a) of the Exchange Act by acting as unregistered brokers. 

1 13 Meissner Tr. at p. 4 1 : 1  6-42 :6 (Meissner is self-employed as an independent insurance agent 

selling products that offer a guaranteed or good rate of return at a low risk.) 

1 14 Meissner Tr. at p. 24:2- 1  1 ;  42 : 1  6-45 : 1 7; 52:5- 1 6  (commissions from structured annuities). 

1 15 Meissner Tr. at p. 1 3  0 :7- 1 3  1 :  1 6. 
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1.  Cease and Desist Order 

Section 2 1  C(a) of the Exchange Act authorizes the Commission to impose a cease-and

desist order if it finds that any person has violated any provisions of the federal securities laws . 

The Commission imposes cease-and-desist orders where there is risk of future violations. KPMG 

Peat Marwick LLP, 54 S.E.C. 1 1  35, 1 1  83-92 (200 1 ). A single past violation ordinarily suffices to 

raise a sufficient risk of future violations to merit a cease-and-desist order. /d. at 1 1  8 5, 1 1 9 1 .  

In addition, the Commission considers other factors, such as: ( 1 )  the seriousness o f  the 

violation; (2) the isolated or recurrent nature of the violation; (3) the respondent's state of mind; 

(4) the sincerity of the respondent' s  assurances against future violations; (5) the respondent's 

recognition of the wrongful nature of his or her conduct; (6) the respondent 's opportunity to 

commit future violations; (7) whether the violation is recent; (8) the degree of harm to investors 

or the marketplace resulting from the violation; and (9) the remedial function to be served by the 

cease-and-desist order in the context of any other sanctions being sought in the same proceeding. 

Maria T Giesige, Initial Decision Rei. No. 359, 94 SEC Docket 1 0635, 1 0638, 2008 WL 

4489677 (Oct. 7 2008), citing KPMG Peat Marwick LLP, 54 S.E.C. 1 1  35,  1 1  92 (200 1 ) . 

The Division requests that Scott and Meissner be ordered to cease and desist from 

committing violations of Section 1 5( a) of the Exchange Act. There is a high probability of future 

violations here. Scott and Meissner violated the broker registration provisions even though each 

was aware of the requirement to be registered to offer securities and had been previously barred 

from acting as broker-dealers. In October 1 999, the PSC ordered Scott to cease and desist from 

offering and selling unregistered and nonexempt promissory notes and acting as an unregistered 
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broker-dealer. 1 1 6 Then again in 2005, the PSC permanently barred Scott from being registered 

as, or being an affiliate of, a broker-dealer, investment adviser, or investment adviser 

representative. 1 17 Similarly, Meissner was a broker until he was barred from association with any 

broker-dealer by the NASD in June 2000 .u8 Despite their previous sanctions, Scott and 

Meissner ignored the prohibitions and acted as brokers selling the securities of Arete. 

Respondents' violations were serious. Their actions caused investors to lose money 

invested in Arete. 1 19 Scott attempted to induce at least eight individuals to offer investments in 

Arete, and through the actions of Meissner and Tomich, indirectly induced eleven investors to 

purchase Arete 's securities. Meissner offered Arete ' s  securities to at least four investors who 

lost a substantial portion of their investments. 

The Respondents' violations were willful. Scott and Meissner knew from their review of 

Arete 's PPMs and Forms D that they were offering and selling securities when they were not 

registered as brokers, and were barred from acting as brokers. The Respondents actions were 

recurrent. Both ignored their prior bars from acting as brokers and repeatedly offering 

investments in Arete to investors during 20 12  . 

Respondents offer no assurances against future violations or recognition of the wrongful 

1 16 See Exh. 9 .  
117 ld. 
1 18 See fo otnote 2 1 .  
1 19 In 20 13 ,  the United States Attorney 's Office for the District of Colorado filed a civil forfeiture 
action against fifteen bank accounts, two automobiles, and two properties related to Snisky and 
his entities. A final judgment was entered forfeiting the defendant properties. See Exh. 44, Final 
Judgment entered in US. v. $62, 232. 97 Seized from Vectra Bank, Case no. 1 3  -cv-00567 (D. 
Colo . Nov. 22, 20 1 3  ). As result of the forfeiture action, the U.S. Attorney' s  Office has returned 
approximately $ 1  ,973 ,892.98 to investors. Meissner' s  clients received a first round of payments 
of $ 1  70,345.84 or approximately 48 percent of their investments back. 
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nature of their conduct. 120 Both continue to be licensed to sell insurance, which creates the 

opportunity for future violations. 121 But for the government's seizure of Snisky' s bank accounts 

in early 20 13 ,  investors would have likely lost all of their investments. 

Entry of a cease-and-desist order is necessary to protect the public from future violations 

that Scott and Meissner could commit. Respondents have demonstrated their disregard of the 

previous orders barring them from serving as brokers. A cease-and-desist order will protect 

investors from further violations by the Respondents. 

2. Associational Bars 

The Division seeks collateral bars from association in the securities industry against Scott 

and Meissner pursuant to Section 1 5  (b)(6)(A)(i) of the Exchange Ad22 and Section 9(b)(2) of the 

Investment Company Act. 1 23 Both sections require the Commission to find, on the record after 

120 Meissner Tr. at p. 8 1 :  1 7-82: 1 3  (Meissner claims he did not solicit investments because he sold 
clients about Arete when asked what investment opportunities are available.) Scott Tr. at p. 
1 3  2: 14- 1  34 :23 . (Scott testified he did not speak to any investors.) 
121 Meissner Tr. at p. 46 : 9-47:3 .  Meissner is licensed with twenty insurance companies and has 
between 1 50 and 200 clients. He is a member of a country club and makes presentations there. 
Id. at p. 47: 1 5-48 :4; 48 : 1  9-22. 
1 22 Section 1 5(b)(6)(A)(i) of the Exchange Act, in conjunction with Section 1 5  (b)(4)(D) of the 
Exchange Act, empowers the Commission to impose sanctions against any person associated 
with a broker or dealer, if such person willfully violated the Exchange Act or rules adopted 
thereunder. Specifically, the Commission may censure an associated person, place limitations on 
the activities or functions of that person, suspend that person for a period not exceeding twelve 
months, or bar the person from being associated with a broker, dealer, investment adviser, 
municipal securities dealer, municipal adviser, transfer agent, or nationally recognized stati stical 
rating organization, or from participating in the offering of penny stock. 
1 23 Section 9(b)(2) of the Investment Company Act empowers the Commission to prohibit, 
conditionally or unconditionally, either permanently or for such period of time as it is in its 
discretion shall deem appropriate in the public interest, any person from serving or acting as an 
employee, officer, director, member of an advisory board, investment adviser or depositor of, or 
principal underwriter for, a registered investment company or affiliated person of such 
investment adviser, depositor or principal underwriter if such person has willfully violated any 
provision of the Exchange Act or rules adopted thereunder. 
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notice and the opportunity for hearing, that such censure, placing of limitations, suspension, or bar 

is in the public interest. Id 

As discussed above, Meissner and Scott willfully violated the broker regi stration provi sions 

of Section 1 5  (a)(a) of the Exchange Act, because they each knew they were selling securities, 

were not registered as brokers, and were barred from acting as brokers . Imposing a collateral bar 

against Meissner and Scott from participating in any aspect of the securities industry is in the 

public interest. 

The public interest analysis requires that several factors be considered, including : the 

egregiousness of the respondent 's actions; the isolated or recurrent nature of the infractions; 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 

his or her occupation will present opportunities for future violations. See Centreinvest, Inc., SEC 

Initial Dec. Rei. No. 387, 2009 SEC LEXIS 2966, *3 1 (Aug. 3 1 ,  2009), citing Steadman v. SEC, 

603 F.2d 1 1  26, 1 1  40 (5th Cir. 1 979), aff'd on other grounds, 450 U.S. 9 1  ( 1981)  (other citations 

omitted). These public interest factors are almost identical to those used in determining the 

appropriateness of a cease-and-desist order. 

The Respondents actions were egregious since both offered the securities of Arete when 

they were barred from acting as brokers. Moreover, they conducted no substantive due diligence 

to determine whether any of Snisky' s representations were true. They received no assurances that 

Snisky held any brokerage accounts through which he could affect the bond purchases or that he 

had conducted any bond trading. The Respondents ' conduct was recurrent not only in acting as 

unregistered brokers when they were previously barred, but also in acting as brokers for several 
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Arete transactions. Meissner induced four investors to invest and Scott indirectly induced eleven 

investors to invest. They have provided no assurance against future violations and their occupation 

as insurance salesmen provides the opportunity for future violations. 

For the reason discussed above, it is in the public interest to impose a collateral bar against 

Scott and Meissner barring them from association with a broker, dealer, investment adviser, 

municipal securities dealer, municipal adviser, transfer agent, or nationally recognized statistical 

rating organization, or from participating in the offering of penny stock. In addition, it is in the 

public interest to permanently prohibit Scott and Meissner from serving or acting as an employee, 

officer, director, member of an advisory board, investment adviser or depositor of, or principal 

underwriter for, a registered investment company or affiliated person of such investment adviser, 

depositor or principal underwriter. 

3. Disgorgement and Prej udgment Interest 

Sections 2 1  B(e) and 2 1  C(e) of the Exchange Act and Section 9(e) of the Investment 

Company Act authorize disgorgement, and reasonable prejudgment interest in any proceeding in 

which a civil money penalty or cease-and-desist order could be imposed. Centreinvest, Inc. , 2009 

SEC LEXIS 2966, *34-3 5 .  Disgorgement is "an equitable remedy designed to deprive a 

wrongdoer of his unjust enrichment and to deter others from violating the securities laws." SEC v. 

First City Fin. Corp., 890 F.2d 1 2 1 5, 1230 (D .C. Cir. 1 989). The amount of disgorgement should 

include "all gains flowing from the illegal activities." SEC v. JF Wallenbrock & Assoc. , 440 F3d 

1 1  09, 1 1 1  4 (9th Cir. 2006). "[D]isgorgement need only be a reasonable approximation of profits 

causally connected to the violation." First City, 890 F. 2d at 123 1 .  Once the Division shows that 

its disgorgement figure reasonably approximates the amount of unjust enrichment, the burden of 
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going forward shifts to the Respondents to demonstrate clearly that the Division's disgorgement 

figure is not a reasonable approximation. See SEC v. Lorin, 76 F. 3d 458, 462 (2d Cir. 1 996); SEC 

v. Patel, 61  F.3d 1 3  7, 140 (2d Cir. 1 995); First City, 890 F.2d at 1232. Any risk of uncertainty 

falls on the wrongdoer whose illegal conduct created the uncertainty. See First City, 890 F.2d at 

1 232 (citations omitted). 

The Division requests that the Court order Meissner to disgorge $ 1  7,73 7, which are all the 

commissions he received, and $ 1 ,53 1 .70 in prej udgment interest. 124 The Commission has adopted 

rules and regulations concerning rates of interest and periods of accrual. See Commission Rule of 

Practice 600(b), 17 C.P.R. § 20 1 .600. The Division calculated prejudgment interest of $ 1 ,53 1 .70 

on Meissner's disgorgement of $ 1 7,737, computed as provided in Commission Rule of Practice 

600(b) from May 1 ,  20 12  through March 30, 20 15 .  125 

The Division requests that the Court order Scott to disgorge $26,297.84, which are all the 

commission he retained and $2,294.22 in prejudgment interest. 126 Scott received $95,595.94 in 

commissions from Snisky; after paying commissions to Meissner, Tomich, Sparkman, and fees to 

Summit Trust, Scott retained $26,297.84. The Division also requests that the Court order Scott to 

be jointly and severally liable with Meissner for disgorgement of the $ 1  7,737, which Scott paid to 

Meissner. 127 Where a firm has received gains through its unlawful conduct, where its owner has 

collaborated in that conduct and has profited from the violations, and the court has determined that 

an order of disgorgement of those gains is appropriate, it is within the discretion of the court to 

124 See Matticks Decl. at  1 8  , 20. 

1 25 See Matticks Decl. at  20; see als o Exh. 45, Meissner prej udgment interest calculation. 

1 26 See Matticks Decl. at  1 7, 2 1 ;  see also Exh. 46, Scott prej udgment interest calculation. 

1 27 The Division is not requesting that Scott be held jointly and severally liability for Tomich 's 

commissions, because Tomich has already repaid the disgorgement of $48,327.40. 
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determine that the owner should be liable jointly and severally for the disgorgement. See SEC v. 

First Jersey Sec., 10 1  F.3d 1450 at 1 475 (2d Cir. 1 996). In this instance, Scott collaborated with 

Meissner in inducing investors to purchase the securities of Arete when neither of them was 

registered as brokers . Scott received all of the commissions into the Cromarty Group bank 

account, and then doled out the commissions to Meissner and Tomich retaining approximately two 

percent of the commissions. Where Scott benefited from Meissner's illegal conduct, he should be 

held liable jointly and severally for disgorgement of $ 1 7,737 with Meissner for the commissions he 

paid.I2s 

4. Civil Penalties 

The Division also requests that the Court impose civil penalties under Section 21  B(a)( l )  of 

the Exchange Act, and Section 9(d)( 1 )  of the Investment Company Act. The Commission may 

impose a civil penalty if it finds, on the record after notice and opportunity for hearing, that a 

penalty is in the public interest and that such person willfully violated any provision of the 

Exchange Act. 

In determining whether a civil penalty is in the public interest, the Commission may 

consider: (a) whether the act or omission for which the penalty is assessed involved fraud, deceit, 

manipulation, or deliberate or reckless disregard of a regulatory requirement; (b) the harm to other 

persons resulting either directly or indirectly from such act or omission; (c) the extent to which the 

person was unjustly enriched, taking into account any restitution made to person injured by such 

behavior; (d) whether the person previously has been found by the Commission, another 

1 28 Arguably Scott should also be jointly and severally liable for the $48,3 27.40 in commissions 
that he paid to Tomich; however, as part of his settlement Tomich has already paid his 
disgorgement and therefore a joint and several order would have no effect. 

30 




appropriate regulatory agency, or self-regulatory organization to have violated the Federal 

Securities laws, state securities laws or the rules of a self-regulatory organization; (e) the need to 

deter such person or others from committing such acts; and (f) such other matters as justice require . 

See Section 2 1  B(c) of the Exchange Act, and Section 9(d)(3) of the Investment Company Act. 

These sections provide three tiers of maximum penalties for "each act or omission." 1 5  

U.S.C. § §  78u-2(b) and 80a-9(d)(2). The amounts have been increased for violations occurring 

after March 3,  2009. See 1 7  C.F.R. § 20 1 . 1 004. Because Scott's and Meissner's violations 

occurred during 20 12, the adjusted maximum penalty amounts contained in 1 7  C.F.R. § 20 1 .  1 004 

apply to their conduct. The first tier penalty for a natural person is $7,500 for each willful 

violation of the Exchange Act. Id The second tier penalty for a natural person is $75,000 for each 

willful violation of the Exchange Act involving fraud, deceit, manipulation, ore deliberate or 

reckless disregard of a regulatory requirement. Id 

The Division requests a single, second-tier penalty of $75,000 against Scott. Scott violated 

Section 1 5(a)( 1)  of the Exchange Act eleven times when he induced Meissner and Tomich to 

induce their clients to purchase Arete' s  securities for which Scott received compensation. Between 

them, Meissner and Tomich induced eleven clients to invest in Arete. Based on his previous 

sanctions by the PSC, Scott knew that he must be registered as a broker to sell securities. Scott 

acted in deliberate disregard of this requirement when he offered the investments in Arete without 

registering as a broker. Scott did no due diligence to determine if the investment offered by Arete 

and Snisky was valid. Contrary to the representations in Arete 's PPM that sales representatives 

were not paid, Scott knew that he was receiving a seven percent commission, but he did not 

disclose that fact. Scott's conduct cause substantial harm to investors who lost more than half of 
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their investments . Scott was unjustly enriched by his commissions of $26,297.84. Where Scott 

has been previously sanctioned by the PSC twice for acting as an unregistered broker, entry of a 

second tier penalty is necessary to deter Scott from further misconduct. 

The Division also requests a single, second-tier penalty of $75,000 against Meissner. 

Meissner willfully violated Section 1 5(a)( l )  of the Exchange Act four times when he induced his 

four clients to purchase Arete's securities, each of which could be determined to constitute a 

separate "act or violation" for purposes of determining penalties. Having been a licensed broker 

for more than twenty years, Meissner knew that he must register as a broker to sell securities and 

that he was barred by the NASD in 2000 from associating with a registered broker-dealer. Despite 

this knowledge, Meissner acted with deliberate disregard of the broker registration requirements . 

Meissner's conduct was egregious because he did no due diligence to determine that Arete 

and Snisky had successfully purchased any Agency Bonds, had the ability to lend funds to banks 

overnight, or possessed a brokerage account through which Arete could purchase the bonds. 

Meissner persuaded his clients, all of whom were over 55 years old, to invest a substantial amount 

of their retirement funds with Arete in an unproven program. Contrary to the representations in 

Arete's PPMs that sales representatives were not paid, Meissner never disclosed to his clients that 

he was paid five percent of their investments . Meissner's conduct caused substantial harm to the 

clients who lost over half of their investments. Meissner was unjustly enriched by his 

commissions of $ 1  7, 723 . 

In addition, Meissner was previously sanctioned by the NASD and barred from associating 

with a registered broker-dealer. Entry of a second tier penalty of $75,000 is necessary to deter 

Meissner and others from violating the broker registration provisions. In the alternative, the 
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Division requests that the Court impose four first -tier penalties of $7,500 against Meissner for total 

civil penalties of $3 0,000. 

Meissner submitted with his Answer, a letter stating he does not have the financial ability 

to pay full disgorgement and civil penalties, and he provided a sworn statement of financial 

condition, copies of his October bank statements, and his 20 1 3  income tax return. 

Sections 2 1  B(d) of the Exchange Act and Section 9(d)(4) of the Investment Company Act provide 

that in any proceeding in which the Commission may impose a penalty under these sections, the 

respondent may present evidence of the respondent' s  inability to pay such penalty. The 

Commission may, in its discretion, consider such evidence in determining whether such penalty is 

in the public interest. However, "[a]n applicant ' s  ability to pay is but one factor to consider in 

determining whether a penalty is in the public interest." See Marie T Giesige, 2009 SEC LEXIS 

1 756 *28, citing Bear cat, Inc., 57 S.E.C. 406, 429 (2004). "Where the egregiousness of an 

applicant's conduct outweighs any consideration of the respondent's inability to pay the civil 

penalty, the public interest requires that the civil penalty be imposed." Id 

Meissner' s current financial situation should not prevent the Court from ordering 

disgorgement and penalties sought by the Division. Meissner represents that he and his wife 

receive monthly social security payments that total $2,996, insurance commission payments that 

average $ 1 ,383 per month, and a $ 1  42 monthly pension, which equals annual income of $54,252. 

They own their home valued at $425,000, against which they owe two mortgages totaling 

$ 1  59,559, leaving them with equity of $265,44 1 .  In spite of these significant assets, Meissner lists 

substantial credit card debt, personal loans, and accrued real estate taxes that result in a negative 

net worth of $98,207. Despite the fact that Meissner imprudently ran up credit card debt and 
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incurred other debts, the sanctions to be imposed upon him for his violations of the securities laws 

should not be reduced. 

Meissner' s inability to pay is but one factor the Court may consider. This factor is 

overridden by Meissner's willful violation of the broker registration requirements . Meissner's 

conduct is egregious where he acted as an unregistered broker after he was previously barred by 

the NASD. In light ofhis prior conduct in ignoring the NASD bar, entry of the cease-and-desist 

order and associational bars are unlikely to deter him from further violations. His conduct resulted 

in substantial harmed to his four clients who lost over half of their investment of $355,242, and 

would have likely lost more but for the forfeiture action by the U.S. Attorney ' s  Office. 

V. Conclusion 

Based on the undisputed facts, the Division request that the Court find that Meissner and 

Scott each willfully violated the broker registration provisions of Section 1 5(a)( l )  of the Exchange 

Act. As sanctions, the Division requests that the Court enter a cease-and-desist order prohibiting 

them from further violations of Section 1 5(a)(1 ) of the Exchange Act, and associational bars 

prohibiting the Respondents from participating in the securities industry or offering penny stocks 

as provided in Section 1 5(b)(6)(A)(i) of the Exchange Act and Section 9(b)(2) of the Investment 

Company Act. In addition, the Division request that the Court order Meissner to disgorge $ 1  7,737, 

which are all the commissions he received, and $ 1 ,53 1 .70 in prejudgment interest. The Division 

also requests that the Court order Scott to disgorge $26,297.84, which is all the commissions that 

he retained and $2,294.22 in prej udgment interest, and to be held jointly and severally liable to 

disgorge the $ 1 7,737 in commissions that Meissner is ordered to disgorge. Finally, the Division 

requests the Court impose second-tier penalties of $75,000 against both Meissner and Scott. 



the! lfnforcement 

 
 

 
 

Dated January 30, 20 15 .  


Respectfully submitted, 


L-
Leslie J. Hughe 
Attorney for Division of 
Securities and Exchange Commission 
Byron G. Rodgers Federal Building 
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UNITED STATES OF AMERICA 


Before the 

SECURITIES AND EXCHANGE COMMISSION 


ADMINISTRATIVE PROCEEDING 
File No. 3-16175 

In the Matter of 

Kenneth C. Meissner, James 
Doug Scott, and Mark S. 
"Mike" Tomich, 

Respondents. 

I, Kerry Matticks, pursuant to 28 U.S.C. § 1 746, declare: 

1 .  I am a staff accountant employed in the Division of Enforcement (Division) in the 

Denver Regional Office of the Securities and Exchange Commission (SEC) since 1 995. I am 

familiar with the following facts and circumstances in this action, and submit this declaration in 

support of the Division of Enforcement's motion for Summary Disposition against Respondents 

Kenneth C. Meissner (Meissner), and James Doug Scott (Scott). 

2. During the SEC ' s  investigation in this matter, the Division obtained the bank 

records for Arete LLC's account ending in 0996 at U.S.  Bank in Colorado. The account was 

opened on August 22, 20 1 1 .  The account signature card lists Gary Snisky as the sole signatory 

on the account. I prepared a summary of Arete 's 0996 account which is attached as Exhibit 47. 

In the summary, I identify the transaction date; transaction type; source of the deposit or name of 

the payee on checks or wire transfers; category; the amount of the deposit or credits; the amount 

of the withdrawal or debit; and the monthly balance in the account. This account was closed on 

May 3 1 ,  20 12. 
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5 .  

3 .  Between August 201 1 and May 20 12, Arete ' s  0996 account received total 


deposits of $3,835,059.48 with all but $984. 14  corning from investors. These deposits includes 


four wire transfers from Summit Trust Company in April and May 20 12  that total $8 32,248, 

which were for the benefit of five investors who were clients of Mike Tomich: Voorrnan, 

Schutte, Beland, Savage, and Fortuna; and two clients of Kenneth Meissner: Chadwick and 

Weems. 

4. Between September 20 1 1 and May 20 1 2, Snisky made 48 counter withdrawals 

that totaled $2,7 1 1  , 552. 1 6, and wrote five checks to himself totaling $60,000. Snisky also made 

numerous payments of at least $ 12 , 162.57 to restaurants, groceries, household, automotive 

expenses, travel and payments to a casino ; and at least four payments totaling $5 0,4 12  to a 

custom house builder. The bank records show no transfers of funds to any brokerage accounts to 

purchase Agency Bonds. Out of Arete ' s  0996 account, Snisky wire transferred commissions of 

$21 ,000 to the Crornarty Group LLC on April 1 6, 2 1 02.  

The Division also obtained the bank records for Group Summit LLC's account 


ending in 6304 at U.S. Bank in Colorado . The Group Summit' s account 6304 was opened on 

April 27, 20 12 .  The account signature card lists Gary Snisky as the sole signatory on the 

account. I prepared a summary of the Group Summit' s account 6304 which is attached as 

Exhibit 48. Group Summit account 6304 received two deposits : $ 1 , 1  85,079.62 from Snisky's 

counter withdrawal from Arete ' s  account 0996; and $ 1 4 1 ,902. 12  from Summit Trust for the 

benefit of two clients of Bill Sparkman: LeGrand and LeGrand Trust. Out of Group Summit's  

account 6304, Snisky wire transferred commissions of $3 5,000 and $5,096 to the Crornarty 

Group LLC on April 30, and May 23, 20 12  . The bank records show no transfers of funds to any 
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brokerage accounts to purchase Agency Bonds. The account was closed on June 14, 20 12  after 


Snisky withdrew the remaining balance of $ 1 ,279, 125.24 from the account. 

6. The Division also obtained the bank records for Group Summit LLC 's account 

ending in 4256 at Key Bank in Colorado . True and correct copies of the Key Bank account 

statements are attached as Exhibit 49. I have removed the last page of each statement, which 

contained a bank reconciliation form and notices but no transaction data. Group Summit's 

account 4256 was opened on April 24, 20 1 2, with an initial deposit of $ 1  00. The account 

signature card lists Gary Snisky as the sole signatory on the account. On June 1 ,  20 12, Snisky 

wired $ 1  ,279, 1 25 .24 from Group Summit' s  account 6304 at US Bank into Group Summit ' s  

account 4256 at Key Bank. 

7. Between June and September, 20 12, Group Summit received five additional 

deposits of investors' funds from Summit Trust that totaled $47 1 ,642. These five deposits were 

wire transfers from Summit Trust: 

June 7 and 1 4, 20 12, deposits of $ 1  50,000 and $64,500 for the benefit of three 


Tomich clients: Kieras, Fortuna, and Hasty-Wiers. 


July 1 1  , 20 12, Summit Trust deposit of $205,242 for the benefit of two Meissner 


clients : Hart and Hall. 


August 2 and 9, 20 1 2, deposits of $44,700 and $7,200 for the benefit of Tomich's  


clients Savage and Kieras. 


8.  Out of Group Summit's account 4256, Snisky made five wire transfers to the 

Cromarty Group : 

June 8, 2012 wire of $ 1  0,500. 

July 3,  2012 wire of $4,5 1 5  . 
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July 1 3  , 20 12  wire of $ 1  4,366.94. 

August 8, 2012 wire of $3 , 129.  

September 4, 2012 wire of $505. 

9. I reviewed the bank statement of Group Summit for its BBV A Compass bank 

account ending in 7573 . On October 12,  20 12  , it received a wire transfer of $2 1 ,200 from 

Summit Trust for the benefit of Tomich's  client Hasty-Wiers. 

10 .  The bank records for Group Summit's  account 4256 show no transfers of funds to 

any brokerage accounts to purchase Agency Bonds. In September 20 12, Snisky withdrew the 

remaining balance of $ 1  ,3 63 ,077.54 and closed the Group Summit account 4256 in October 

2012.  

1 1 .  In summary, between August 201 1 and October 2012, through these four 

accounts : Arete ' s  0996 account at US Bank, Group Summit account 6304 at U.S. Bank, Group 

Summit ' s  account 4256 at Key Bank, Group Summit BBVA account 7573 , Snisky received 

deposits of $4,469,803 .60 from forty investors who were located in eight states. 

1 2  . I prepared a summary of thirteen investors that were introduced to Arete and 

Snisky by Tomich, Meissner, and Bill Sparkman, which is attached as Exhibit 50. Tomich raised 

$969,848 from seven investors that invested with Arete. Meissner raised $35 5,242 from four 

investors. Sparkman raised $ 1 4 1  ,902 from two investors. As I discussed above, these investors' 

funds were deposited into Arete ' s  account 0996 at US Bank, Group Summit' s  account 6304 at 

US Bank, or into Group Summit' s  account 4256 at Key Bank. 

1 3 .  As discussed above, between April and October 20 1 2, Snisky made nine wire 

transfers totaling $95,595 .94 to Scott into the Cromarty Group Wells Fargo account ending in 

4987. The details of the nine wire transfers are listed below: 
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Group 
Group 
Group 
Group 
Group 
Group 

. 

DATE ACCOUNT AMOUNT 

4/1 6/20 12  Arete US  Bank 0996 $2 1 ,000.00 
4/20/20 12  Group Summit US  Bank 6304 $3 5,000.00 
5/23/20 12  Summit US Bank 6304 $ 5,096.00 

6/8/20 12  Summit Key Bank 4256 $ 1  0,500.00 
7/3/20 12  Summit Key Bank 4256 $ 4,5 1 5 .  00 

71 1 3/20 12  Summit Key Bank 4256 $ 1 4,366.94 
8/8/20 1 2  Summit Key Bank 4256 $ 3 , 129.00 
9/4/20 12  Summit Key Bank 42 56 $ 505.00 

1 0/1 2/20 12  Gary Snisky Vectra Bank $ 1 ,484.00 
Total $95,595 .94 

Snisky made these transfers after receiving investments in Arete by clients of Tomich and 

Meissner. The $95,595 .94 that Scott received is 7.2 14% of the $ 1  ,325,090 that the clients of 

Tomich and Meissner invested in Arete. From these funds, Scott paid approximately 5% to 

Tomich and Meissner. 

14.  The Division also obtained the bank records for the Cromarty Group ' s  bank 

account ending in 4987 at Wells Fargo. I prepared a summary of the activity in the account. A 

true and correct copy of the Cromarty Group Bank Summary is attached as Exhibit 5 1 .  The 

account was opened on February 1 7, 2012 . Scott and his wife are identified as signatories on the 

Cromarty Group account. 

1 5  . Between February 1 7, 20 1 2  and October 3 1 ,  2012, the Cromarty Group account at 

Wells Fargo received a total of $ 1  00,490.94 in deposits. Of the total deposits during that time 

period, $95,595 .94 were from Arete, Group Summit or Snisky. 

16 .  Out of  the funds received from Snisky and his entities, Scott paid Tomich a total 

of $48,327.40 in commissions or roughly 5% of the $969,848 in funds received from his seven 

investors. Out of the funds received from Snisky and his entities, Scott paid Meissner at total of 

$ 1 7,737 in commissions or roughly 5% of the $35 5,242 that Meissner raised from his four 
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$ 10,237.00 

investors. Scott also paid two checks to Sparkman that totaled $ 1  ,776.20 and two checks to 


Summit Trust that totaled $ 1  ,45 7.50. Scott's payment of $ 1  ,776.20 to Sparkman is .05% of the 

$355 ,242 in funds that Meissner raised from his four investors. I summarized the payments that 

Scott and Cromarty Group made to Tomich, Meissner, Sparkman and Summit Trust in Exhibit 

52. 

1 7  . Out of the $95,595 .94 in funds received from Snisky and his entities, Scott 

retained $26,297.84 after paying Tomich, Meissner, Sparkman and Summit Trust. 

1 8  . Scott and the Cromarty Group issued three checks to Meissner totaling $ 1  7, 73 7 as 

payment for commissions on the fo llowing dates and for the following amounts : 

Check No. Date Amount 

1 054 4/1 9/20 12  $ 2,500 .00 

1 064 4/30/20 12  $ 5,000.00 

1 086 7/1 7/20 1 2  

Total $ 1  7,737.00 

1 9. The check stubs produced by Meissner for each of the checks contained notes 

that identified the four investors for which he was receiving the commissions. On one check 

stub he noted the fee was reduced by $25 for the cost of sending it by "Fed Ex." See Exh. 25; 

Meissner Tr. at p. 1 24:22- 126:9.  

20. I have calculated prejudgment interest on each of the payments made to Meissner 

from the first day of the month following each violation (May 1 ,  20 12  for the first two violations 

and August 1 ,  20 12  for the last violation) through March 3 1 ,  20 15 .  See Commission Rules of 

Practice Rule 630. See 1 7  C.P.R. § 20 1 .630. I selected March 3 1 ,  20 1 5  as the end date for my 

calculation, because the reply briefs for the parties are due on March 2, 20 1 5  . The interest 
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April 2012 

September 

 
tticks. 

accrued on the two payments made in April 2012 through March 20 1 5  is $683 .02. The interest 


accrued on the one payment received on July 1 7, 20 1 2  through March 20 1 5  is $848 .68. I 

calculate the total prejudgment interest accrued for Meissner through March 3 1 ,  20 1 5  is 

$ 1 ,53 1 .70. My calculations for Meissner' s prejudgment interest are attached as Exhibit 45. 

2 1 .  I calculated the amount of prejudgment interest that accrued on the net payments 

to Scott of $26,297. 84 as $2,294.22. My calculations for Scott's prejudgment interest are 

attached as Exhibit 46. I calculated the interest upon the net amount of each wire transfer 

reduced by payments Scott made to Tomich, Meissner, Spar man or Summit Trust during each 

month. I calculated the interest on the net amount from the first day of the month after Scott 

received the funds through March 3 1 ,  20 1 5  . The total prejudgment interest on the $26,297.84 

that Scott received is $2,294.22. 

Date 

May 2012 
June 20 12  
July 20 12  
August 20 12  

Net Amount 
$ 6,030 .00 
$ 1  2,043 .60 
$ 2,322.50 
$ 4,423 .74 
$ 909.00 

Prej udgment Interest 
$ 549. 1 5  
$ 1  ,063 .60 
$ 1 98 .88 
$ 366.77 
$ 72. 88  

20 1 2  $ 1 45 .00 $ 1 1  .23 

October 20 12  $ 424.00 $ 3 1 .  7 1  


Total $26,297.84 $2,294.22 

I declare under penalty of perjury that the foregoing is true and correct. 

Executed this 30th day of January, 20 1 5  in Denver, Colorado. 

Kerry M. 
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APPENDIX OF DIVISION OF ENFORCEMENT' S EXHIBITS 

1 .  Investigative Testimony of James Doug Scott 

2.  Investigative Testimony of Kenneth Meissner 

3 .  Investigative Testimony of Mark S .  "Mike" Tomich 

4. Investigative Testimony of Kevin Brown 

5. Arete Private Placement Memorandum for Chadwick 

6.  Arete Private Placement Memorandum for Weems 

7. Arete Private Placement Memorandum for Hall 

8 .  Scott Background Questionnaire 

9. Pennsylvania Securities Commission' s  Orders re J. Douglas Scott 

1 0. Meissner Background Questionnaire 

1 1  . NASD Notice to Members on Bar of Kenneth Meissner 

12 .  Scott' s Statement 

1 3 .  Scott' s Notes of conversations with Snisky 

1 4. Scott 1127/12  email sending Arete PPM to Rasmussen 

1 5 . Arete private placement memorandum produced by Meissner with highlighting 

1 6  . Arete private placement memorandum produced by Scott 

1 7. Scott 1/22/ 1 3  email to Brown about Arete ' s  fees 

1 8  . Scott 5/7/12 email to Rasmussen sending Reg. D filing 

1 9. Meissner' s  copy of Arete Form D 

20. Scott 2/3/ 12  email to Summit Trust confirming SMA account for Arete 

2 1  . Scott 1 /23/ 12  email to Rasmussen on back ground check 

22. Scott 2/2/ 12  email to Rasmussen, Dye, Henderson and Sparkman setting conference call 



23. Scott 2/20/12 email to Rasmussen and Kitchen sending screen shots 

24. Snisky 3/1 / 12 email to Meissner sending screen shots 

25. Scott 2/28/ 12  email to Meissner setting conference call 

26. Scott 4/ 1 8112 email on procedures to submit Arete investment 

27. Scott 2/9/ 12  email to Lumke on Arete investment program 

28.  Scott 6/20/ 1 2  email to Rasmussen on being in Colorado in June 

29. Scott 5/3 1  1 12  email to Brown about offering Arete to US Bank 

30.  Scott 1 0/9/12 email to Brown about offering Arete to school districts 

3 1 .  7/ 1 3/13  Letter from Linda Close, Scott's wife 

32.  Scott 4/2/ 12  email about investment by Tomich's  client 

33 .  Scott 3/21/12 email to Brown about Meissner's clients ready to invest 

34. Scott 3/28/ 12  email about Arete, Tomich and Meissner sending in business 

35 .  Scott 41 1 0/12 email about two investments 

36 .  Brown 7/ 1 0112 email about Hart investment 

37. Meissner 6/251 12  email about Hart investment 

38 .  Porro 41 1 0/12 email to Scott on transfer of $250,000 to Arete 

39.  Scott 4/ 1 9/12 email checking on wires to Arete 

40. Scott 4/24/ 12  email checking on wire for Savage 

4 1 .  Scott 5/4/ 12  email to Brown to hold wires to Arete because of bank change 

42. Scott 6/5/ 12 email about Arete ' s  new bank 

43 . Scott 71 1 0112  email to Brown sending new contribution agreement 

44. Final Judgment in forfeiture action US v. $62,232.97 seized from Vectra Bank, (D. Colo. 

Case no . 1 3  -cv-567, Nov. 22, 20 1 3) .  

J. 



45. Matticks calculation of prej udgment interest for Meissner 

46. Matticks calculation of prejudgment interest for Scott 

47. Matticks Summary of Arete account 0996 at US Bank 

48. Matticks Summary of Group Summit account 6304 at US Bank 

49. Matticks Summary of Group Summit account 4256 at Key Bank 

50. Matticks Summary of Investor Proceeds Deposited with Summit Trust Company 

5 1 .  Matticks Summary of Cromarty Group account 4987 at Wells Fargo 

52. Matticks Summary of Payments to Cromarty Group 
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l ission:! 

Page 1 	 Page 3 

UNITED STATES S EC U RITIES AND EXCHANGE IdN 1 C O N T  E N T S  

2 

I n  the  Matter of: ) 	 3 WITNESS EXAM INATION 

) File No. D-0332 1 -A 	 4 JAMES D. SCOTT 4 

ARETE, LLC ) 5 

6 EXHIBITS DESCRIPTION IDENTIFIED 

WITN E S S :  James D. S cott 7 58 Subpoena and Cover Letter 8 

PAGES:  I through 2 1 1  	 8 59 Cover letter and a Document Subpoena 8 

PLACE: Securities and Exchange Commission 	 9 60 Cover letter/document Subpoena to the 1 3  

1 80 1  Cal ifornia S treet, Suite 1 500 	 1 0  Cromarty Group, LLC 

Denver, Colorado 80202-2468 	 1 1  61  Two-page document 1 9  

DATE: Tuesday, December 1 0, 20 1 3  	 1 2  62 Background Questionnaire 24 

1 3  63 Bates SEC-JDSCOTT-P3-9, Multipage 40 

The abov.:-cntitktl matter came o n  for hearing, 	 1 4  Document 

pursuant to Notice, at 8 : 26 a.m. 	 1 5  64 One-page document I I 0 

1 6  65 SEC-JDSCOTT- P 1 2- 1 7, Multipage Document 

1 7  66 Bates S EC-SUMMIT-E I 02, E-mail  1 -7- 1 3  1 40 

1 8  67 Bates SEC-JDSCOTT- P I  S-20, Handwritten 1 47 

1 9  Notes 

2 0  68 Bates SEC-JDSCOTT- P 1 -2, Two-page 1 58 

2 1  Document 

2 2  69 Bates SEC-SUM M IT-E9 1 ,  E-mai l  chain 1 88 

2 3  70 Bates SEC-J DSCOTT-PS0-90, mu1tipage 1 90 

Divcrsilicd Reporting Services, Inc. 	 2 4  Document 

(202) 467-9200 	 2 5  

Page 2 	 Page 4 

1 APPEARANCES:  1 P R O C E E  D I N G S  

2 2 MR. MARTIN :  All right. Let's go on the 

3 On behalf of the Securities and Exchange 3 record at 8 :26 a .m. ,  December 1 0, 20 1 3  . 

4 JOHN C. MARTIN, ESQ. 4 Mr. Scott, do you swear to tel l the truth, 

5 Securities and Exchange Commission 5 the whole truth and nothing but the truth? 

6 Division of Enforcement 6 THE WITNESS:  I do. 

7 1 80 1  California Street, Suite 1 500 7 Whereupon, 

8 Denver, Colorado 80202-2648 8 JAMES D. SCOTT, 

9 9 appeared as a witness herein and having been first 


1 0  On behalf of the Witness: 1 0  duly sworn, was examined and test i Jied as fol lows: 
1 1  JA MES D. SCOTT, PRO SE 1 1  EXAM IN ATI ON 
1 2  1 2  BY MR. MARTIN :  
1 3  1 3  Q.  Pl ease state and spel l your ful l  name for 
1 4  1 4  the record. 
1 5  1 5  A. James Douglas Scott, J-A-M-E-S, 
1 6  16 D-0-U-G-L-A-S, S-C-0-T-T. 
1 7  1 7  Q.  And you go by Doug; i s  that correct? 
1 8  1 8  A .  Yes. 
1 9  1 9  Q .  My name i s  John Martin, and I am an officer 
2 0  2 0  of the Commission for the purposes of this 
2 1  2 1  proceeding. This is an investigation by the United 
2 2  2 2 States Securities and Exchange Commission in the 
2 3  2 3 matter of Arete, LLC, D-33  2 1 ,  to determine whether 
2 4  2 4  there have been violations o f  certain provisions of 
2 5  2 5 the federal securities l aws. 

DIVISION EXH. 1 
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Q. Okay. 
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1 2  

1 3  

1 4  

1 5  

1 6  

2 3  

2 4  

Page 5 

1 However, the facts developed in  this 1 

2 investigation m ight constitute v io lations of  other 2 

3 federal or state c ivi l  or criminal laws. 3 

4 Prior to the opening of  the record you were 4 

5 provided with a copy of the formal order of  5 

6 investigation in this m atter as supplemented . It  6 
7 wi l l  be avai lable for your examination d uring the 7 

8 course of th i s  proceeding. 8 

9 Doug, have you had an opportunity to review 9 

1 0  the formal  order? 1 o 

Page 7 

whether to ask the reporter to do so. 
The reporter will not go off the record at 

your request. Having said that, if you need to use 
the restroom or, you know, get a drink of water, 
we'l l go off the record. 

Let me also advise you that after we have 
finished our questioning, your -- you will have -
actually, you individually, will have the 
opportunity to clarify or add to any of the 
statements you made today if you wish to do so. 

A .  I have. 1 1  I ' ll be asking you a number of questions 
Q .  Okay. Prior to the opening o f  the record 1 2  today, if you do not understand or do not hear any 

you were prov ided with a copy of the Commission 13 question, please let me know. Please allow me to 
S upplemental Information Form. A copy of  that 14 complete the question before you begin your answer 
notice previously has been m arked as Exhibit 1 5  so we're both not speaking at once, and please 
Number 1 .  1 6  answer audibly. Shakes of the heads, nods and 

1 7  Doug, have you had the opportunity to read 1 7  such, don't show on the record. 
1 8  Exhibit  I ?  1 8  A. Sure. 
1 9  A .  I have. 19 Q. Also, please do not assume or infer 
2 0  Q.  And do you have any questions concerning 2 0  anything from our questions. If we ask whether an 
2 1  th i s  notice? 2 1  event happened or someone did or said something, do 
2 2  A.  No. 22 not assume that this occurred or that we believe it 

Q .  Okay. You have the r ight to be 23 did. 

accompanied, represented and advised by counse l .  2 4  We're simply trying to ascertain whether 


2 5  Th is  means 2 5 or not have any information relevant to the 

Page 6 Page s 

1 and that your attorney can advise you before, 1 investigation. 

2 during and after your examination here today. 2 (SEC Exhibit No. 58 was 

3 Do you understand this? 3 marked for ident i fication.) 

4 A .  I do. 4 BY MR. MARTIN:  

5 Q .  S ince you are not represented by counsel 5 Q. Doug, th is  copy o f the  subpoena i s  m arked 

6 there are certain matters d iscussed in Exhibit 6 as Exhib it N umber 5 8 .  

7 Number 1 that I want to h ighl ight for you . 7 I s  th i s  a copy of the subpoena and cover 

8 Do you understand that upon your request 8 letter by which you are appearing pursuant here 

9 these proceedings wi l l  be adjourned so you may 9 today? 


1 0  obtain counsel? 1 0  A. It i s .  
1 1  A .  Yes. 1 1  Q. Okay. I ' l l  take i t  back .  Thanks .  Just 
1 2  Q .  Okay. D o  you understand that the statute 1 2  l eave th is  here if you need it. 
1 3  set f01ih i n  Exhibit Number I provide criminal 1 3  (SEC Exhibit  No. 59 was 
1 4  penalties for knowingly providing false testimony 1 4  m arked for identification.) 
1 5  o r  knowledge using false documents i n  connection 1 5  BY MR. MARTIN : 
1 6  with th is  investigation? 1 6  Q.  I 'm  going to h and you what's been 
1 7  A .  Yes, I do .  1 7  identified as Exhi bit 59. Exhibit 59  i s  a cover 
1 8  Q .  Okay. Do you understand that you may 1 8  letter and a document subpoena which calls for the 
1 9  assert your rights under the F ifth Amendment to the 1 9  produ ction of  certain documents. 
2 0  Constitution and refuse to answer any question 2 0 Do you recognize Exhibit 59? 
2 1  which may tend to incriminate you? 2 1  A .  I do.  
2 2  A .  I do .  2 2  Q. Okay.  And h ave  you given to the staff al l  
2 3  Q .  Okay. A couple of housekeeping things. If  2 3  documents called for by th is  subpoena? 
2 4  you want to go off the record, please advise m e  of 2 4  A .  T o  the best of  my  knowledge. 
2 5  desire to do so, and I ' l l  decide at that time 2 5 P lease describe the search that was 
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1 conducted for those documents and state who 1 that, if it was information coming from Mr. Snisky 
2 conducted that search. 2 to myself or from information from myself to Summit 
3 A. I conducted the search for the documents 3 Trust in relationship to Arete, I bel ieve, I copied 
4 using my -- what I had in my computer and my 4 those. 
5 fi les. 5 Q. And are there e-mails sent to you whi le  you 
6 Q. Any hardcopies search or fi les? 6 were at Summit Trust that you did not have 
7 A. Wel l ,  there were -- yes, there were 7 possession of? 
8 hardcopies of the bank record that -- where the 8 A. Yes. 
9 money came in and went out. 9 Q. That related to Arete? 

1 o Q. Uh-huh. 1 0  A. Yes. I n  the -- in the form and fashion of 
1 1  A .  There were some copies o f  some 1 1  we're going to be having a call today. We're going 
12  extemporaneous notes that -- that I took that I 12  to be having a webinar today. There would have 
13 could -- could find whi le I was sti l l  at Summit 1 3  also been an e-mail or two where a document would 
14  Trust. 
 have been included. 


Q .  Okay. And the search that you conducted, 
1 5  

1 6  
I believe the private -- the private 


where d i d  that take place? 16  offering or private oppmiunity document would have 

1 7  A .  Some i n  my home. 17  been included in that. 
18  Q. Uh-huh. 18  Q. The PPM or the memorandum or -- wel l ,  you 
1 9  A .  Some i n  an office that I rent which had 1 9  describe it  to me. 
2 o some of the fi les, between one of those two places. 2 0  A.  I 'm not sure it  was a PPM. 
2 1  Q. Okay. And at home do you have a home 2 1  Q.  Okay. 
2 2  office? 2 2  A. It was more of an anecdotal comparison 
23 A. Not really. I just use the dining room 2 3  between the program that Mr. Snisky was offering 
2 4  table for some - and what someone l ike myself would be fami l iar 

2 5  Q .  Okay 5 with, which would  have been an annuity 

Page 10  Page 12 

1 A .  -- to do some stuff. There rea l ly  i sn't 1 Q .  Okay. And that's someth ing that's no 

2 room for a home office. 2 longer in your possession? 

3 Q .  U nd erstood .  And the office that you rent, 3 A .  To the best of m y  knowledge, it's not. 

4 what's the physical address? 4 Q .  Okay. A l l  right. But  i t  was  sent to you 

5 A .  530  West But ler Avenue, and there isn't a 5 at the Summit Trust e-mail account? 

6 suite number. It's a conglomeration of a lmost l i ke 6 A .  I bel ieve so, yes. 

7 put together bui ld ings there. And that's in 7 Q. Okay. What was your Summit Trust e-mail 

8 Chalfont, Pennsylvania. 8 address? 

9 Q .  How do  you spe l l  that? 9 A. D Scott@SummitTrust.com. 


1 0  A .  C-H-A-L-F-0-N-T, 1 89 1 4 . 1 0  Q.  And what's your current e-mai l  address? 

1 1  Q.  Okay. Thank you. 1 1  A. D I Scott@Comcast.net. 

1 2  And you a lluded t o  this, but your search 1 2  Q .  Okay. Have y o u  used any other e-mail 

1 3  included an e lectronic search .  1 3  address in the last five years? 

1 4  A .  Yes. I looked for any e-mai l s  that -- that 1 4  A. DougScott007@gmai l .com. 

1 5  I st i l l  had when I left S um mit Trust. They -- I 1 5  Q .  Any others? 

1 6  asked if  l could buy the computer that I had been 1 6  A .  I have another e-mail  address w ith Yahoo. 

1 7  us ing there, and they said I could .  And I wanted 1 7  I do not use it, but it's sti l l  active. 

1 8  i t  because I had a l ot of information i n  it. 1 8  Q. Okay. And what i s  that? 

1 9  Wel l ,  they purged everything, s o  when I got 1 9  A .  That's JDoug007us@yahoo.com. 

2 0 the computer it had nothing in  it other than 2 o Q. Okay. Was there any e-mai l  account for you 

2 1  M icrosoft Office and a few anc i l l ary type things. 2 1  associated w ith B rown Investment? 

2 2  So  m any o f those -- those files were 2 2  A. No .  

2 3  unretrievable by myself, but I d id  have some from 2 3  Q .  Okay. A l l  right. 

2 4  m y  personal Comcast e-mail  address. And I 'm not 2 4  A .  Other than D 1 - - other than 

2 5 sure if I ali of those or how I handled 2 5 
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my abi l ity, yes. you princiQ_a l  operator 

1 5  1 5 

2 5 2 5 

Q. 

Page 1 3  Page 1 5  

1 Q. Okay. And any other e-mai ls assoc iated 1 Q .  Okay. D i d  you have assistance doing so? 

2 with any other entity you're affil iated w ith or 2 A.  No. 

3 worked for d uring that period of time in the last 3 Q .  Okay .  You individual ly d i d  so? 

4 five years? 4 
 A. Yes, s ir .  

5 A. Not that I know of. 5 
6 
7 
8 

Q. Okay. I apprec iate it. In regard to the 
subpoena, Exhib it 59, have you withheld any 
documents cal led for by the subpoena based on any 

6 
7 
8 

9 claim of privi lege? 9 
1 0  A. No, s ir. 1 0  
1 1  Q .  Okay. And were any documents called for by 1 1  
1 2  the subpoena not produced for any reason other than 1 2  
1 3  privi lege? 1 3  
1 4  A .  No. 1 4  

Okay .  I s  your wife affi l i ated w ith the 

Cromarty Group? 

A.  She was the sole member who estab l ished the 
Crommty Group. 

Q .  Okay. Okay. And what's her name? 
A. L inda C lose. 
Q .  Okay. And what's your associ ation w ith the 

Cromarty Group? 
A. I was doing m arketing with that 

organization, and I don't know if that's an 
Q .  Okay. 
 associ at ion or what i t  i s .  I t  was formed primarily 


1 6  And do you know o f  any documents 
1 7  responsive to the subpoena, other than what you've 
1 8  a lready described with sort o f  the Snisky program 
1 9  and annuity program document; so any documents 
2 o respons ive to the subpoena other than that one that 
2 1  \vas not provided that were in your possession at a 
2 2 prior time or that were lost, destroyed or 
2 3  otherwise d isposed of? 
2 4  A. Not that I know of. 

Q. 
 I ' l l  take that back. Thank you. 


1 6  to continue working at ann's length with Summit 

1 7  Trust, and to assi st advisors in the appl ication of 

1 8  trusts and their practice. 

1 9  And so that was going to be the entity 

2 0 that -- that was dealt with there and, in my mind, 

2 1  it seemed to be more professional than just a name, 

2 2 the person's name. 

2 3  Q. Why were you not a member of it? 

2 4  A .  We thought i t  m ight be useful  t o  have a 


female as the founder of it. 


Page 1 4  

1 (SEC Exhib it No.  60 was 1 
2 marked for identification.) 2 
3 THE W ITNESS :  Can I go off the  record for 3 
4 second? 4 
5 MR. MARTIN : Sure. Let's go off the record 5 
6 for -- wel l  -- 6 
7 THE W ITNESS :  There's a form that you sent 7 
8 me in the last request which I have with me.  8 
9 BY MR.  MARTIN: 9 

1 0  Q .  Okay. I ' l l  te l l  you what. Let's get 1 0  
1 1  through this other subpoena and then we' l l  go off 1 1  
1 2  the record and give you a minute to -- to get that. 1 2  
1 3  I ' l l  make a few copies o f  i t  and then we' l l  go back 1 3  
1 4  on the record and we' l  l look a t  i t  a s  appropriate. 1 4  
1 5  S o  I 'm going to hand you what's been 1 5  
1 6  ident i fied as Exhib it 60. Exh ibit 60 i s  a cover 1 6  
1 7  letter and a document subpoena to the Cromarty 1 7  
1 8  Group, LLC .  1 8  
1 9  Do you recognize Exhib it 60? 1 9  
2 0  A .  Yes, I do. 2 0  
2 1  Q .  Okay. And this particu lar subpoena also 2 1  
2 2 cal l s  for the production of certain documents. 2 2 
2 3 Did you tender to the staff a l l  documents 2 3 
2 4  called for by the subpoena? 2 4  
2 5 A .  To the best of 2 5 

Page 1 6  

Q. Okay. 
A .  My credit i s  not good . 
Q .  Okay. 
A .  My wife's credi t  i s  good. For example, 

the -- the bank involved offered a l ine of credit . 
We d idn't -- we d idn't choose to do that, but they 
offered a l ine of credit  or  they offered at least 
to apply for a l ine of credit, and we d idn't 
exercise that. 

Q. Wel l ,  in regard to the day in and day out 
business of the Cromarty Group, who operated that 
entity or who undertook the bus iness of that 
ent i ty? 

A.  Well, I was acting in everyth ing we did as 
the point -- the point of reference, the contact 
person . 

Q .  Okay. 
A. L inda  did some th ings for the organization. 

General ly ,  i f  I was out of town, she m ight exercise 
some duties in  that regard . 

Q .  Okay. It sounds l ike to me,  based on what 
you're tel l ing me, that a lthough your -- your wife, 
Linda C lose, was technica l ly the founder and so le 
member of the C ro marty Group, as a practical  
m atter, were the and of the 
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5 Q. 

Q. 

Q. 

Q. 

Q. 

A.  

Q. 

Q. 

Page 17 Page 19  

1 Cromarty Group. 1 Q. Okay .  I mean, in  some ways i t  sounds l ike 
2 Is that a fai r  statement? 2 the Cromarty Group was a more sophisticated way to 
3 A. I would -- the people who we dealt with 3 represent yourself as an individual and your ski l l s  
4 would know me as opposed to Linda. 4 and your abi l ities? 


Okay. Okay. Al l  right. And is it fair to 5 A. It was one of the considerations, yes. 

6 say that you founded and stmied the Cromarty Group 6 Q. All right. Other than interacting with the 

7 in your wife's -- l ike, with your wife as a member 7 Summit Trust Company, was there any other business 

8 because of credit issues and other access to 8 with the Cromarty Group? 

9 principal, and then also the female component that 9 A.  No. 


1 0  you described? Is that -- 1 0  Q. Okay. No other business relationships or 
1 1  A.  That's correct. 1 1  contractual relationships? 

1 2  
 Okay. But in terms of the post-founding of 1 2  A. No. 

1 3  the Cromarty Group, you were not only the face of 1 3  
1 4  the Cromarty Group, but you were -- you ran the 1 4  
1 5  thing. Is that -- I mean, I guess I'm trying to 1 5  
1 6  understand. 16  
1 7  What did your -- once it was founded, what 17  
1 8  did your wife do with Crommiy Group? What was 18  
1 9  role? 1 9  
2 0  A. She provided some financing. She provided 2 0  
2 1  some money to the Cromarty Group which was a 2 1  
2 2  significant role. 2 2  
2 3  Q. Sure. 2 3  
2 4  A. And, l ike I said, she did some things that 2 4  
2 5  might have been not for me. I was out the 2 5  

Page 1 8  

1 tO\Nn. 1 

Q. Okay. And I take it  the Crommiy Group was 
founded after you had been -- or after you 
separated from the Summit Trust Company? 

A. Correct. 
Q. Okay. And we' l l  talk more about that 

l ater. 
I j ust -- I j ust want to understand sort of 

the basics of this. Part of it is also 
understanding the response that I got to that 
particular subpoena, which I ' l l  put in front of 
you. 

(SEC Exhibit No. 61 was 
marked for 

Page 2 0  

B Y  M R. MA RTIN : 
2 
 Okay . Admini strative things? 2 Q. I 'm going to hand you what's been 

3 A. Administrative things, not marketing 3 identified as Exhibi t  6 1  . Exh ibit 6 1  is a two-page 
4 things. 4 document. The Bates number is SEC dash -- it says 

5 
 Okay. And any other -- any other role for 5 Comarty-P l to 2 .  

6 her? 6 Do you  recognize Exh ib it 6 1 ?  

7 A.  She signed some checks, I guess, that's 7 A .  Yes, s ir .  

8 administrative. 8 
 Q .  A l l  right. I t' s  dated Ju ly 1 3  , 20 1 3  ? 

9 
 Okay. Al l  right. What role did you have 9 A .  U h-huh. 


1 0  with the Cromarty Group? 1 0  
 Q. Who drafted Exhibit 6 1 ?  

1 1  
 I interfaced between Summit Trust and the 1 1  A .  My wife .  

12  Cromarty Group. 1 2  
 Q. Okay. 

13  
 Okay. 1 3  A .  W ith my assistance a s  far as, you know, 

14 A.  When -- when there were checks to be cut, I 
1 5  would know what the amounts needed to be and 
16  they were going. 
1 7  Q. Uh-huh. 
1 8  A. And there were some other efforts that I 
1 9  was attempting to do with some advisors that d idn't 
2 0  prove fruitful, where I would have been explaining 
2 1  those efforts, and I would used the Cromarty Group 
2 2  as the organization's name. 

1 4  some of the -- the dating we had to come up w ith, 

1 5  the records .  

1 6  Q .  Okay. And, you know, I noticed on there; 

1 7  for example, i t  says in the second paragraph : I 

1 8  have been the only member. There are no officers, 

1 9  d i rectors, employees or representat ives of any 

2 0  kind. There are no subsid iaries, parent compan ies 

2 1  or affi l iated entities. 

2 2  


Okay. Rather than just yourself 2 3  

24 
25  

individually? 
A. Yes, sir. 

2 4  
2 5  

DIVISION EXH. 1 
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ossession anyth ing 

9 

1 4  

A .  
Q .  

Q.  

Q.  

Q.  

Q. 

A .  
Q.  
A .  

Page 2 1  

1 Cromatiy Group; i s  that correct? 

2 A .  l agree. 

3 Q. And there are other statements in here 

4 about your wife's interaction with Mr. Snisky, 

5 Mr. Sorre l ls, and various entities. 

6 Are those accurate statements to your 

7 knowledge? 

8 A .  Yes. To my knowledge they are. 


Page 2 3  

1 Mr. Snisky's office. 
2 Q. Okay. 
3 A. Only documents that she would have had 
4 would have been when the entity was established -
5 Q. Uh-huh. 
6 A. -- confirmation of that, opening of the 
7 checking account, statements that would have been 
8 mailed relevant to that. 

Q. 
 9 
 Okay. So as indicated in Exhibit 6 1 ?  
Okay. So your wife's never interacted with 

1 0  Gary Snisky? 1 0  A. Yes, sir. 
1 1  A .  Never. 1 1  Q. Okay. And have any documents been withheld 
1 2  Q .  Okay. O r  David Sorrel l s  for that matter? 12  by the Cromarty Group that were cal led for by the 
1 3  A .  No .  1 3  subpoena and then withheld by any -- any claim of 
1 4  Q. 
 Okay. And, you know, down below where it 
 privi lege? 

1 5  says, Background, i t  states that the Cromarty Group 1 5  
1 6  i s  not registered i n  any capacity w ith the SEC o r  1 6  
1 7  any broker/dealer investment advisor; is that 1 7  
1 8  accurate? 1 8  
1 9  A .  That's correct. 1 9  
2 0  Q.  I s  i t  registered with any state agency in 2 0 
2 1  any capacity? 2 1  
2 2  A. State of Nevada. 22  
2 3  Q. Okay. At -- 2 3  
2 4  A .  Where it's -- where i t  was formed, state of 2 4  
2 5  Nevada. 2 5  

1 Q.  Okay. A s  a -- as a corporate entity?  1 

A. No, sir. 
Q. Okay. And were any documents cal led for by 

the subpoena that's Exhibit 60 not produced for any 
reason other than privi lege? 

A. No, sir. 
Q.  Okay. And do you know of any documents 

responsive to the subpoena that is Exhibit 60, but 
not provided, that were in your possession at a 
prior time or that were lost, destroyed or 
otherwise d isposed of? 

A. No, s ir. 

Page 2 4  

Q .  Who maintains  the documents for the 
2 
 As a n  LLC, yes.  	 2 
 Cromarty Group? 

3 
 Okay. But not  as  an investment advisor -- 3 
 They -- they are a t  t he  office. 

4 A .  No,  s ir . 	 4 
 The But ler  A venue office? 

5 Q.  - - or  anything of  that sort? 	 5 
 The Butler A venue office. 

6 A .  N o ,  s ir .  	 6 Q.  
 Okay. 

7 
 Okay. So le ly as  i t ' s  registered in i ts  7 A. The documents, meaning, checking account 

8 corporate status? 8 statements, that's about the only documents that 
9 A .  Yes.  9 exist, I mean, that are active at th i s  point. 


1 0  
 And, I 'm sorry, the C romarty Group has 1 0  Q.  Okay. And so those are -- those are, as a 

1 1  certai n  bank accounts; i s  that correct? 1 1  practical  m atter, i n  your possession? I s  that -

1 2  A .  Correct. 1 2  A. That's correct. They actual ly go to a -

1 3  Q .  Okay . And what - - who are those accounts 1 3  it's a mai l  address, correct. 

1 4  with? 1 4  Q.  Okay. And does the Cromarty Group have a 

1 5  A .  Had that account w i th We l l s  Fargo. 1 5  
 website or e-mai l  account? 


Okay. Al l  right. And looking b ack a t  1 6  A. No, s ir. 

1 7  Exhib i t  60, were the documents ca l led for i n  that 1 7  
1 8  subpoena a l l  produced to the staff? 1 8  
1 9  A .  T o  the best of  o u r  abi l ity. T o  the best - 1 9  
2 0  yes. 2 0  
2 1  Q.  And that's -- the search for those 2 1  
2 2  documents was conducted by you and your w i fe? 2 2  
2 3  A m  I - 2 3  
2 4  A .  Correct. Y es ,  s i r. M y  w ife was not i n  2 4  
2 5  of  that  came out  of  2 5  

Q .  	 Okay. I ' l l  take those two. Thank you. 
MR. MARTIN:  Let's go off the record at 

8 :52 .  
(Whereupon, a recess was taken at 8 : 52  

a .m.)  
(SEC Exhib i t  No.  62 was 
marked for identification.) 

MR. MARTIN: Let's go on the record at 
8 : 5 5  a .m.  
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Q .  long you Q.  O kay. right. 

1 4  

Page 2 5  Page 2 7  

1 B Y  MR. MARTIN : 1 A .  Just about three years. 

2 Q. Whi le we were off the record, Mr. Scott 2 Q .  Okay. A nd the 5th Street add ress, d o  you 

3 handed me a document which looked to be his 3 own that home? 

4 completed background questionnaire. And other than 4 A .  M y  w ife owns the home.  

5 that, there were no substantive conversations 5 Q. Your wife and the bank or j u st your wife? 

6 between the staff and the witness; is that correct? 6 A .  I apologize. M y  wife and the bank, yeah. 

7 A.  Correct. 7 Yeah. 

8 Q. Doug, let me hand you what's been 8 Q.  You have no o wnership interest in  that 

9 identified as Exhibit 62. Exhibit 62 is a 9 house? 


1 0  multi page document with background questionnaire at 1 0  A. We were -- we were separated when she 

1 1  the top. I wil l  say for the record it's kind of 1 1  bought the house.  

1 2  our standard background questionnaire and template. 1 2  Q. Okay. Do  you own any real  property? 

1 3  Do you recognize Exhibit 62? 1 3  A .  No, sir .  

14 A .  I do. 
 Q.  O kay. 

15 Q. And is that your handwriting? 1 5  A .  228 M arsha l  was a renta l .  I was renting 
1 6  A .  It is. 1 6  that property. 
17 Q. And it's got a date of November 25, 20 1 3 , 1 7  Q. Okay . U nderstood . And turn ing to page 3 
1 8  on it; is that correct? 1 8  of Exhib i t  62, you identify a salary in 20 1 1  o f  
1 9  A .  Correct. 1 9  $65,000.  
2 0  Q. Okay. As of today's date, is Exhibit 62 2 o What m ad e  up that salary? 
2 1  accurate and complete? 2 1  A. That was the check that I received 
2 2  A .  To the best of my knowledge, it is .  2 2  technica l ly from B rown Investment Advisors, but 
2 3  Q. Okay . I just want to verify a few things 2 3  doing work for Summit Trust. 
24  in here as we go through. On 1 4, I note that there 2 4 Q. Okay. 
2 5  are two different addresses there. 2 5 A .  That had been my sa lary for about four 

Page 2 6  Page 2 8  

1 And is  it Perkasie, Pennsy lvania? 1 years . 

2 A .  Yeah.  Perkasie ,  yes.  2 Q. Okay. And was it fee-based or 

3 Q. There's 1 00 1  North 5th S treet. 3 commission-based? 

4 I s  that your current address? 4 A .  I t  was -- i t  was just a salary employee. I 

5 A .  That's correct. 5 got so much every other week. 

6 Q. And is that your current phone number, the 6 Q. Okay. Any bonuses or other compensation 

7 2 1 5? 7 besides the 65,000? 

8 A .  I t  is not. The current phone number, the 8 A. There was general ly a Christmas bonus 

9 only number we're u s ing  is the ce l l  phones now. 9 between 250 and $300 each year. 


1 0  Q. Okay. 1 0  Q. Okay. 

1 1  A .  We -- we d i scontinued the-- the trip l e  1 1  A .  I t  was not re lated t o  anyth ing other than 

1 2  package from Comcast, for lack o f  a better word. 1 2  goodwi l l .  

1 3  Q.  Okay. S o  what i s  your -- what i s  your 13 Q.  In 20 1 1 ,  d id you receive any types of 

1 4  phone number then that you use now? 1 4  comm ission fees or bonuses of any type other than 

1 5  A .  (267) 253-0 1 29 .  1 5  the Christmas bonus? 

1 6  Q .  Okay. A n d  that North 5th S treet address i s  1 6  A. From Summit Trust or from any sources? 

1 7  your c urrent address? 1 7  Q. F irst S ummit Trust, and then we' l l  talk 

1 8  A .  I t  i s .  1 8  about some others. 

1 9  Q .  Okay. S ince when? 1 9  A .  No, not Summit Trust. 

2 0  A .  End o f  December 2009.  2 0  Q. What about other sources? 

2 1  Q. Okay. And prior to that, you've got a 2 1  A.  I d id se l l  some l i fe insurance .  

2 2  Marshal S treet address. I s  that where you l ived 2 2 Q. Okay. 

2 3  before? 2 3  A. I would be guessing at those fees, but my 

2 4  A .  That's correct. 2 4  guess, it would be in the $ 1  5,000 to $20,000 range. 

2 5  And how d id  l ive  there? 2 5  A l l  And then I note for 20 1 2  
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1 and 2 0  1 3 ,  you identify yourself  as unemployed? 1 $ 1 00 .  
2 A. That's correct. 2 Q .  O kay. 
3 Q .  Is  that because you weren't receiv ing a 3 A. Which has now grown to $ 1  1 0. 
4 consistent salary or  income? 4 Q .  O kay. 
5 A. I was laid off from Summit Trust the very 5 A .  I d on't  know whether that's cons idered a 
6 first working day of20 1 2 .  6 security o r  not, b ec ause it 's i n  cash. It 's 

Okay. S o  i n  20 1 2, d id you eam any income 7 s itting in  a cash account. 
8 whatsoever? 8 Q .  Any other securitie s  accounts? 
9 A.  Some, what they consider renewals from 9 A .  No,  sir .  

1 0  previous l ife insurance production over the years, 1 0  Q .  O kay. Any other securities accounts i n  
1 1  m ight have been $2,000, maybe a l ittle bit less. 1 1  which you have any contro l?  
1 2  Q. Okay. Any other income of any kind? 1 2  A. No,  sir .  
1 3  A .  Unemployment compensat ion . 1 3  Q. Any securities accounts which you have 
1 4  Q .  Okay . Any fees o r  commissions related to 1 4  s ignatory authority or - 

1 5  anything e lse? 1 5  A. No ,  s ir .  
1 6  A .  No ,  s i r. 1 6  Q .  -- which you're a beneficiary? 
1 7  Q .  Okay. And what about 20 1 3 ?  1 7  A. No, s ir .  
1 8  A.  I went -- I exercised my right to begin 1 8  Q .  O kay. Does your wife ho ld  any securities 
1 9  drawing Social Security when I tumed 62, and 1 9  accounts? 
2 0  that's what I 've been earning. 2 0  A.  She  has an IRA. 
2 1  Q. Okay. 2 1  O kay. And where i s  the I RA? 

2 2  A .  With those same, you know, dribblings in  2 2  A.  S cottrade .  

2 3  every month of  renewals over the years from l ife 2 3  Q .  O kay. 


insurance, which might be a couple thousand 2 4  Nothing t o  d o  with us. 

There's been no sales of 2 5  A nd on 6 o f  Exhibit 


Page 3 0  Page 3 2  

1 anyth ing. 1 some bank accounts, and I want to make sure I 
2 Q. So no sales, you've made no sales of any 2 understand -
3 investment product whatsoever in 20 1 2  or 20 1 3  ? 3 A. Uh-huh. 
4 A .  No, sir . 4 Q. -- the bank accounts that are in your name 
5 
 Is that correct? 
 5 
 or in your control .  

6 A .  Yes. 6 A. Uh-huh. 

7 
 Al l  right. I 'm sorry. I don't mean t o  ask 
 7 
 Q.  National Penn Bank? 

8 you the double negative question. 8 A. Yes, sir. That's my primary. That's the 
9 A .  That's okay. And I don't mean t o  answer 9 only account that has anything in it. That's one 

1 0  you incorrectly, so -- 1 0  that's in  my name. 
1 1  
 No,  no .  I 'm - - and are you currently 
 1 1  
 Q. Okay. And then Santander Bank? 

1 2  employed by anyone today? 

1 3  A .  No ,  sir . 

1 4  Q. Okay. Same s ituation drawing Social 

1 5  Security? 

1 6  A .  Yes, sir. 

1 7  Q. And would you describe yourself as 

1 8  unem played? 

1 9  A .  Yes, sir . 

2 0  Q .  Okay. O n  page 4 o f  Exhibit 62, there's a 

2 1  space for securities accounts. 

2 2  A .  Uh-huh. 

2 3  Q .  What securities accounts d o  you hold? 

2 4  A .  There i s  - - there was a Roth IRA 

2 5  Summit Tmst llhout four  


1 2  A. Yeah. That was an account -- yes, s ir. 

1 3  That was opened when it  was formerly known at 

1 4  Sovereign Bank. Summit Trust used to issue their 

1 5  checks from Sovereign Bank, so I opened an account 

1 6  there. There's nothing in the account, but I sti l l  

1 7  get a statement. 

1 8  Q .  Okay. And then is it First Trust Bank? 

1 9  A. Yes, s ir. 

2 0  Q. And you have an account there or you had an 

2 1  account there? 

2 2  A. I have an account there. It has between 1 0  

2 3  to $ 1 5  . One of the insurance companies, I believe, 

2 4  makes a direct deposit there once a year. 

2 5  Q. Okay. And those are all the -- the entire 


8 ( Page s 2 9  t o  3 2 )  

DIVISION EXH. 1 



- -='---- - AI d wh !_ ce ses 9.o 1 

iust certa in lv i fvou 

you hold? 

1 4  1 4  

1 7  

2 4  2 4  
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1 inventory of bank accounts that are i n  your name? 1 active. 

2 A. Yes. 2 Q. R ight. And as you s it  here today, the only 

3 Q .  Okay. And then you ident ifY some accounts 3 active l icense you hold i s  in the State of 

4 that -- in which you have d i rect or ind irect 4 Pennsylvania? 

5 beneficial interest? 5 A. Correct. 

6 A. Uh-huh. Yes. 6 Q. Have you ever held any securities l icenses? 

7 Q. And there are accounts for the Cromarty 7 A. No, sir. 

8 Group; is that correct? 8 Q .  Okay. And that includes whether with the 

9 A .  Yes. The Wel ls Fargo account, yes. 9 SEC or F IN RA or on a state level? 


1 0  Q .  Okay. And there's another account you 1 0  A.  Nothing, sir . 

1 1  identify there, could you -- 1 1  Q .  Okay. You're not a CPA? 

1 2  A .  That i s  the Estate o f  El izabeth Scott, 1 2  A. No, s i r. I don't have any init ials . 

1 3  deceased. I 'm the executor o f  that. 1 3  Q .  Okay. No law degree? 

1 4  Q .  Okay .  ! 1 4  A. No, s i r. 

1 5  A. There's -- it's j ust about c losed, but 1 5  Q .  And, again, tum to  Exh ibit  62 ,  your 

1 6  there i s  an account sti II in existence. 1 6  background questionnaire. 

1 7  Q .  Okay. Any other finance institution 1 7  A. (The witness comp l ies .)  
I 
1 8  accounts in which you have s ignatory authority o r  a !  1 8  Q .  I 'm going t o  ask you o n  page 7 about prior 
1 9  beneficial  interest of any kind? I 1 9  proceedings; make sure I understand th i s  correctly.  . I2 0  A . NO, Slr .  ! 2 0  A .  Yes . 

2 1  Q. Any foreign accounts? I 2 1  Q .  You did check yes, for whether you had been 

2 2  A. No, sir . I 2 2  deposed in connection with any court proceeding? 

2 3  Q .  And you d o  hold some l icenses? l 2 3  A. Yes. 

2 4  A .  Just, the basic -- yes, s ir, I do .  j 2 4  Q. What was that matter? 


2 5 A. One of c l i ents sued and I wasn't in 

Page 3 4  1 Page 3 6  

I 11 
 A. In the state of  Pennsylvania, the basic 
 a position to defend myself financia l ly, and i t  was 

2 l icense i s  the l i fe, health and annuit ies l icense. 2 
3 I 've held that since 1 978 .  3 
4 Q .  Okay .  Have you he ld any insurance-related 4 
5 l icenses in any other j urisd iction besides 5 
6 Pennsylvania? 6 
7 A .  In 1 996, I he ld a l i cense in the state of 7 
8 F lorida. I was actua l ly  doing some jo int work in 8 
9 Florida and you needed to have a l icense to do  9 

1 0  business there. 1 o 

1 1  Q .  Uh-huh. 1 1  
1 2  A .  I briefly held a l icense i n  the State of  12  
13  Colorado hoping to  do  business there. Thi s  would  13 

actual ly a friend. And there was a j udgment that 
was granted, and then there was a deposition to, I 
guess, determine what kind of financial assets I 
had. 

Q. Okay. What was the nature of the lawsuit 
that he brought? 

A. He had invested some money in a -- in a 
promissory note that turned out not to be 
legitimate, not to be good. And his  brother who 
was an attorney thought that if he sued me, my E&O 
insurance would cover those losses. That was 
incorrect. 

b e  back i n  '96 o r  '97. And back i n  the m i d  '80s, I 
 Q. 
 Okay. And in what j urisdiction was this 

1 5  held a l icense i n  the State of  Delaware. 1 5  lawsuit? 
1 6  Q .  Same insurance l icense? 1 6  A. Pennsylvania. 


A .  Oh, yes, i dentical l icense, yes. 
 Q. State court? 

1 8  Q .  And i s  that i t  for your h istory o f  
1 9  insurance related l i censes i n  every j ur isd ict ion? 
2 o A.  I ' m  not certain i f  I ever he ld  one in the 
2 1  State of  Cal ifornia .  I m ay have. There was one 
2 2  c ase I was working on i n  Cal iforni a  back i n  l i ke 
2 3  '95 and '96.  

1 8  A. I bel ieve it was Phi ladelphia. Just -- I 

1 9  don't think it was state. I think i t  was the City 

2 o of Phil adelphia. I don't remember exactly. I 

2 1  don't have a copy of it. 

2 2  Q. But i t  wasn't in a U .S .  Federal Court? 

2 3  A. No, s ir. 


Q .  Okay. 
 Q. And then in response to Number 28, you 

2 5 A. So I don't reca l l .  It 's not 2 5 checked, yes, had been a defendant or 
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A .  
Q. 

Page 3 7  

1 respondent in any action or proceeding brought by 
2 the S EC, any other federal agency, a state 
3 securities agency, the NASD or any stock exchange. 
4 Explain that action, if  you would, please. 
5 A .  When I real ized the -- the Promissory Note 
6 Program could not be legitimate, there were a group 

Page 3 9  

1 offering these? 
2 A. I t  -- i t  looked l ike it  was the name of the 
3 offering name. It looked like it  was being offered 
4 by the company, that corporation. 
5 Q. Okay. And the ind ividual offering it was 
6 L loyd Wi lson? 

7 of about ten agents. We retained counsel -- 7 
 He was a gentleman who was packaging this . 

8 Q. Uh-huh. 8 
 Okay. How many investors, roughly, d id you 

9 A .  -- with an attorney who seemed to have a 9 
 bring into this? 


1 0 
1 1  

background in securities, and we went to the 
Pennsylvania Securities Commission to present our 

1 0  
1 1  

A .  M aybe 20. M aybe 25 .  
Q. Okay. And how much did they invest? 

1 2  infonnation to them . 1 2  A .  I think i t  was about 350  o r  $3 60,000. 
1 3  They were not aware of the program. They 1 3  Q. Okay.  To your knowledge, d id Mr. Wilson or 
1 4  conducted an investigation. Took them about three 1 4  the M i l lennium program, did they also get 
1 5  years, came back and you know, found out, j ust 1 5  sanctioned by the Securities Comm iss ion in 
1 6  
1 7  

decided it was not a legitimate program -
Q .  Uh-huh . 

1 6  
1 7  

Pennsylvania? 
A .  Not to my knowledge. The group of 

1 8  A .  -- and so the commiss ion, the woman at the 1 8  ind ividuals who h ired this attorney, we then fi led 
1 9  
2 0 

commission got a hold of me. She knew I had been 
through bankruptcy and she said :  I know you don't 

1 9  
2 0 

a l awsuit against Mr. Wi lson. 
Q. Okay .  

2 1  
2 2 
2 3 

have any money to put towards this .  Would you be 
wi I I ing to agree to the fact that you wi l l  never 
try to hold a securities l icense in Pennsylvani a  as 

2 1  
2 2 
2 3 

A.  But nobody could ever find Mr.  Wilson, 
so -

Q. Okay. So the lawsu it sort of d ied out? 
2 4  
2 5  

the finding of this? And I said I would.  
Q .  Okay. And was there a cease and desist 

2 4  
2 5  

A .  Well ,  yeah. There was a judgment granted, 
but it was moot. We couldn't find him. 

Page 3 8  Page 4 0  

1 order of some k ind entered against you related to 1 Q .  Okay. 
2 this promissory note? 2 A .  I don't know if anybody ever looked that 
3 
4 
5 

A .  I believe there was. 
Q.  Okay. But as part of the terms of this 

cease and desist or your sanctions, were you 

3 
4 
5 

hard. We looked, but nobody else seemed to be 
interested in looking. 

Q. Okay .  I understand. Any other interaction 
6 agreeing to not pursue a securities l i cense in the 6 whatsoever w ith any other federal or state 
7 State of Pennsylvania? 7 securities agency? 
8 
9 

A .  Correct. 
Q.  And that was for l ife? 

8 
9 

A .  Not to the best o f  my knowledge. 
Q. Okay. 

1 0  
1 1  

A .  I bel ieve so. 
Q. Okay. That's the way you understood it? 

1 0  
1 1  

(SEC Exh ibit No. 63 was 
marked for identification.) 

1 2  A. That's what I understood it  to mean. 1 2  BY MR. MARTIN: 
1 3  Q .  Okay. Al l  right. 1 3  Q. Doug, I 'm going to hand you what's been 
1 4  A .  I d idn't have an interest i n  pursu ing it. 1 4  identified as Exh ib it 63 . Exhibit 63 is a 
1 5  
1 6  

I t  seemed t o  b e  a good offer for me. 
Q.  Okay. What was the name of the promissory 

1 5  
1 6  

mu ltipage document from B ates SEC-JDScott-P3 
through 9. 

1 7  note offering? 1 7  Do you recognize this exhibit? 
1 8  
1 9  

A .  There were a group o f  three o r  four of them 
coming out of an organization that was marketing it 

1 8  
1 9  

A .  I do. 
Q. And what i s  this exhib it? 

2 0  in Fresno, Cal ifornia, by the name o f  Lloyd Wi  lson. 2 0 A.  This  is my response to the questions as 
2 1  There was two or three different names. 2 1  part of the written subpoena that was delivered to 
2 2  
2 3  

One of them was called Mi l lennium 2 1 00. One was 
cal led World Vision. There were three or four. 

2 2  
2 3  

me in, I think, June or July of this current year. 
Q. Okay.  So we -- we issued a document 

2 4  
2 5  

I 'm not -
Q .  What was the that was 

2 4  
2 5  

submitted to you individually, which was Exhibit 59 
and Exhibit 63 was -
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Q. 
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Q. 
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1 A .  Response. 1 Mr. Sorrel ls? 

2 Q.  response? 2 A.  Would have been in the summer of 20 1 2. 

3 A .  Yes, s ir .  3 Q. Okay. And, again, what was the context of 

4 Q .  In addition to the documents you produced? 4 the cal l? 

5 A .  Correct. 5 A .  He had a group of agents that were 

6 Q .  And there's j u st a l it t le  b i t  o f  63 I want 6 interested in learning or doing some business with 

7 to go through. I want to make sure I understand .  7 Mr. Snisky. 

8 Wel l ,  first of a l l ,  i s  -- as you s i t  here 8 Q. Uh-huh. 

9 today i s  the info rmation in Exhib i t  63  accurate? 9 A. Mr. Snisky wanted those -- that business to 


1 0  A .  I be l ieve taken i n  -- i t  would  appear to me  1 o go through the similar custodial account that 

1 1  that there was some add i tional information i n  the 1 1  Summit Trust was establishing. 

1 2  background questionnaire that would serve a s  an 1 2  Q. Okay. 

1 3  adjunct to th i s  i n  looking at  t h e  q uestion about 1 3  A .  So  I was asked to  call them and explain to 

1 4  bank accounts. 1 4  them how that -- you know, how that account worked. 


Q.  U h-huh. 
 Q. And you were no longer employed at Summit 

1 6  A .  And I d idn't  l i st the -- the F i rst Trust 1 6  at that point? 
1 7  account -- 1 7  A. That's correct. 
1 8  Q .  Okay. 1 8  Q. Okay. But you were working as a consultant 


A .  -- i n  th is .  1 9  for Summit? 
Q .  B u t  the information that i s  i n  63  i s  2 o2 0  
 A.  An independent trust consultant, yes. 


2 1  accurate? 2 1  Q. Okay. And what did you explain to 
2 2  A .  Yes, s i r. 2 2  Mr. Sorrel ls at that time regarding Summit? 
2 3  Q .  I wanted t o  d raw your attention to N um ber 2 3  A. That they had a separately managed account, 


I 1 o n  the first page of  63 .  2 4 that -
U h-huh.  2 52 5  
 A .  
 Which also 


Page 4 2  Page 44 

1 Q. You state that you have nothing regarding 1 A. That's correct. 
2 CMG Offering 5, CMG Offering I 0, Cornerstone, 2 Q. Okay. Al l  right. 
3 Direction or Son·ells; is that accurate? 3 
 And that the money that any of those agents 

4 A. That's correct. 4 
 had from cl ients needed to go into an account 

5 
 Have you ever met David Sorrells? 5 there, there were certain forms that Summit Trust 

6 A. No, sir . 6 had. They would be forwarded to them and that was 
7 Q. Okay. Do you know who he is? 7 the -- the basis of the conversation. It might 
8 A. I know of him, and his name was mentioned 8 have been some questions about what an SMA was. 
9 to me. 9 Q. U h-huh. 

1 0  Q. Okay. And in what context? 1 0  A. But -
1 1  A .  In  the context of  he  had a group of  agents, 1 1  
 So that's the extent of your interaction 

12  for lack of a better title. 1 2  with Mr. Sorrel ls? 

13  Q. Uh-huh. 1 3  A. That's correct. One and only time. 

14 A. I suppose they were in Arizona. I don't 1 4  
 Q. Okay. And we' l l  talk more about your 

1 5 recall for sure. They wanted to do business with relationship with Summit and your consulting work 

1 6  Mr. Snisky. Mr. Snisky wanted everything to go 
1 7  through a common Summit Trust relationship. 
1 8  Q. Uh-huh. 
1 9  A.  So I heard -- heard that bandied about. I 
2 0  was on a phone call with Mr. Sorrel ls , a brief 
2 1  phone call with him and some other gentleman -- I 
2 2  don't remember the name -- to discuss the way 
2 3  Summit did certain things. I think that was -- I 
24  never met him in person. 
2 5  Q. Okay. When was that phone call with 

1 6  with them. But I want to j ust make sure I 
1 7  understood the universe of your interaction with 
1 8  Sorrel ls .  
1 9  You also state in paragraph 1 1  here in 
2 0  Exhibit  63, that you state: I was not  compensated 
2 1  for that as none of the attorneys that I would 
2 2  refer to Summit Trust placed any trust with Summit 
2 3  Trust. 
2 4  A. Yes. 
2 5  Q. What does that refer to? 
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type background 

1 4  1 4  

1 7  

1 9  

2 5  

Page 45  Page 4 7  

1 A .  Some of  my function a t  Summit Trust was to  1 what the correct term would be, frankly. 

2 explain the benefits of a Nevada trust company to 2 Q. Okay .  B ut just genera l ly ,  kind a referral 

3 attorneys, estate planning attorneys. 3 fee, ongoing referral fee? 

4 Q. Okay. 4 A. Yeah. It 's almost l ike the renewals of an 

5 A. And because an attorney does not have to be 5 insurance thing. 

6 l icensed to practice law in Nevada to draft a 6 Q. Okay.  

7 Nevada document, some of those were Pennsylvania, 7 A. I 'm sorry. I sti l l  -- it isn't enough to 

8 some were in New Jersey, some were in Nevada. 8 do much with. 

9 And I asked permiss ion from Summit Trust if 9 Q.  Is that $3 5 based on the assets under 


1 0  I could continue to try to develop those 1 0  management, is that -
1 1  relationships, that was part o f  the reason for the 1 1  A. I believe it probably is. 
1 2  Cromarty Group, and they said yes. But nothing 1 2  Q. Okay. And other than the severance 
13  really came of  it. There were no trusts that came 1 3  payments and the ongoing $3 5 -- roughly $3 5 a 


out o f  those efforts. 
 month, are you receiving any other form o f  payment 

1 5  Q .  Okay. After leaving Summit Trust and/or 1 5  from Summit Trust, Brown Investment Advisors or 

1 6  the Brown Investment Advisors Group i n  the very 1 6  thei r  principals? 

1 7  first part o f  20 1 2  -- 1 7  A .  No, s ir. 

1 8  A .  Yes. 1 8  Q. Okay .  I ' l l  take those back. 

19 Q. -- is that right? 1 9  A. (The witness complies.) 

2 0  A. Yes. Yes. 2 0  Q. Thank you. What is Brown Investment 

2 1  Q. Did you receive any compensation of any 2 1  Advisors, Inc.? 

2 2  kind from Brown Investment or Summit Trust or any 2 2  A. It 's a registered -- it's a Pennsylvania 

2 3 other principals? 2 3 registered investment advisory firm. 

24 A. Yes. I j ust remember that this document 2 4  Q. And what's your relationship with the firm, 

2 5 would not be accurate. what was 2 5 
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1 equivalent to a severance  pay when I left S ummit 1 A.  H istorically, I was employed by them 

2 Trust, even though I was no longer in  the bui ld ing 2 beginning in, I think, 2004, late 2004, early 2005. 

3 doing any work for them. 3 Q. In what capacity? 

4 Q .  Okay. 4 A.  To he lp them develop the trust company in a 

5 A .  That they paid that for a period of, I 5 capacity. 

6 bel ieve, e ight weeks and that's why I waited to 6 Q. And was there a trust company associated 

7 apply for unemployment unti l those -- those eight 7 with Brown Investment Advisors? 

8 weeks had expired . 8 A .  Well ,  Summit Trust Company -

9 Q .  So were those the first e ight weeks of 9 Q. Okay .  


1 0  20 1 2? 1 0  A .  -- i s ,  to  the best of my know ledge a t  this 
1 1  A .  Yes, s ir .  1 1  point, is owned by Mr. Kevin Brown, who I bel ieve 
1 2  Q .  And was  i t  s imply an  extension of  your 1 2  is the president of Brown Investment Advisors. 
1 3  salary? 1 3  Q. Okay . And what's the relationship, as you 
1 4  A .  I t  was an extens ion of  what I had been 1 4  understand it, between Brown Investment Advisors 
1 5  paid . 1 5  and Summit Trust Company? 
1 6  Q .  Okay. Other than that severance payment 1 6  A. Brown I nvestment Advisors was providing 
1 7  that you just described, d id  you receive any other 
 some investment advisory work for c lients that were 

1 8  payments from Summit Trust Company, B rown 1 8  
 coming through Summit Trust. 


I nvestlnent Advisors o r  the i r  principals at any t ime 1 9  Q. Okay .  And how is it that cl ients come to 

2 0  subsequent to January 1 ,  20  1 2? 2 0  Summit Trust? What is it that Summit Trust offers 
2 1  A .  I - - I receive a c heck every month for 2 1  there? 
2 2  about 3 5 or $3 7 based on an account that I k ind of  22  A. Summit Trust offers Nevada trusts, which 
2 3  e stablished when I was working there with an 2 3  can take the form of l ife insurance trusts, which 
2 4  individual out o f  A laska. It 's l ike a referral 2 4  

of a fee or m aintenance fee .  I'm not sure 
is one of the th ings I was fami liar with, had some 


in. 
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2 3  

2 5  

1 5  

1 7  

2 3  
2 4  

A .  

Page 4 9  Page 5 1  

1 Asset protection trusts, what they call a 1 Q. Okay. And what about employees or staff? 

2 dynasty trust, which is an estate planning type 2 A. There were several employees. 

3 arrangement. And any one of those three trusts 3 Q. Uh-huh. 

4 could hold assets in them, which would be managed. 4 A. Jutta Tardiff, who was the offi ce manager 

5 Summit would be the administrator. Brown 5 in  a sense. 

6 Investment Advisors could be doing the investing. 6 Q. You' l l  have to spel l  that. 

7 Q. Okay. And it sounds l ike, though, the same 7 A. HJ-T-T-A. I apologize. 

8 individual could be assisting with the trust 8 Q. No. It's okay. It's an unusual name. 

9 administration as wel l  as the investment advising, 9 A. Yes, it i s  -- I think, Stewart Tardiff or 


10  and that's Kevin Brown? 1 0  someplace i n  Germany. T-A-R-D-I-F-F. So i t  took a 
1 1  A .  To the best of my knowledge, yes. 1 1  while to figure out how to pronounce it myself. 
12 Q. Okay. Let's back up for j ust a second so I 1 2  Q .  Okay. 
13 understand these businesses. Let's look at Brown 1 3  A. A Dan, I think, Dan Pompei, P-0-M-P-E-I ,  i s  
14 Investment Advisors for a second. 14  an employee of them, but I -- you know, I was never 
15 Who are the individuals that are part of 1 5  told h e  works there. I was never told whether he 
16 the Brown Investment Advisors, at least during the 1 6  was techn ical ly an employee of theirs or not. 

period you were there? 1 7  Q. Okay. 

1 8  A .  To the best o f  my knowledge, do you mean 1 8  A. And at one t ime there was a Barbara Brown 


employees or do you mean principals? 1 9  who worked there, who would be a sister of Kevin. 

20 Q .  Wel l ,  let's start with principals and then 2 0 I don't -- I don't know that she's -- I 'm not 
2 1  we'l l  work our way to employees. ! 2 1  fami l  iar with whether she's there or not. 
22  A. To the best of my knowledge? I 2 2  Q. Others? 


Q. Uh-huh. 2 3 A. I know that -- wel l ,  I bel ieve Ms. Leona 

24 A. Because I was not an owner of anything. So 2 4 
 Brown worked there. That would be the wife of 


I believe Mr. Kevin Brown and Mr. George Brown 2 5 George and the mother of Kevin. 
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the principals o f  Brown Investment Advisors, t o  the 11 
 Q. 
 I n  what capacity? 

2 best of knowledge. 2 
 General office help, coming in answering 

3 Q .  George Brown's h is  father? 3 the phones, doing some fil ing. 

4 A .  That's correct. 4 Q. In what capacity was Barbara Brown there? 

5 Q .  Okay . And were e ither one of those 5 A. Simi lar. 

6 individuals, to the best of your understanding, 6 Q. Okay. 

7 registered ind ividuals? 7 A.  Actually, she did more -- she also did some 

8 A .  Yes. 8 computer IT work for them. 

9 Q.  Okay. 9 Q. Okay. Others? 


1 0  A .  To the best of my knowledge, both of them 1 0  A. During my time, I believe those were the 
1 1  were, but that's j ust to m y  knowledge. 1 1  only employees of Brown Investment Advisors to the 
1 2  Q .  And did you understand them to be 12  best of my knowledge. 
1 3  registered investment advisors in the state of  13  Q. Okay. How did you understand that cl ients 
1 4  Pennsylvan ia? 14 came to Brown Investment Advisors? 

A. I understood that -- that B rown Investment 15  A. They had -- well, they predated my 
Adv isors was a registered investment advi sory fi rm 1 6  relationship with Brown Investment Advisors. I 

i n  the state o f  Pennsylvania. 1 7  know that they did quite a bit of seminar 

Q .  Okay. 1 8  presentation work over the years. 

1 9  A .  That's the only understanding I had. I 1 9  Q. Uh-huh. 

2 0  d idn't - - don't have a background in  that to delve 2 0 A. Lots of seminar workshops as you may call 

2 1  any deeper. 2 1 them . They were to the public. 

2 2  Q .  Okay. And other than the two B rowns, d id  22 Q. 
 Okay. 


you understand there to be any other owners or 2 3 A. They had, I believe, most of their c l  ients 
principals of Brown Investment Adv isors? 2 4  came that way at least initial ly. 

A .  I d idn't understand i t  to b e  other, no. 2 5 Q. Okay. And they then provided investment 
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1 advice for those c l ients? 1 A. So they were professional relationships. 
2 A. And I bel ieve they also sold some insurance 2 Q. And who were these folks? 
3 and those types of related products. 3 A. 
 Who were they? 


Did they consistently also put them in 
 4 
 Yeah. 

5 trusts associated with the Summit Trust Company? 5 A. 
 By name? 

6 A.  Summit Trust d idn't exist, l th ink, t i l l  6 Yeah. 

7 2003 . 7 
 A. 
 There's too many to name. 


Okay. 
 8 
 Well, why don't you -- why don't you -- we 

9 A. So prior to that, certainly not. 9 start with the primaries, the ones that had the 

1 0  Subsequent to that, l bel ieve some o f  the c l ients 1 0  most involvement with Brown and Brown Investment 
1 1  were using trusts. 1 1  Advisors? 
1 2  Q. Okay. 12  A .  Mr. Michael Tomich. 
1 3  A. They -- they had a group of advisors and 13 
 Okay. 

1 4  agents that they had known over the years who had 14  A .  
Mr. Ron Morley. 

1 5  c l ients who would be interested i n  the use of 1 5  
 How do you spell Morley? 

1 6  trusts. They would d irect them to Summit Trust. 1 6  A. M-0-R-L-E-Y. 

1 7  
 Okay .  
 1 7  
 Where is Mr. Morley? 

1 8  A.  To the best of my knowledge, Summit d id not 1 8  
1 9  do any d irect attempt at sel l ing to cl ients. 1 9  
2 0  They -- in the Brown Investment Advisory firm they 2 0  
2 1  d id ,  but in the Summit Trust format they preferred 2 1  
2 2  to remain arm's length from that and just work with 2 2  
2 3  advisors that they had re lationships with. 2 3  
2 4  Q. Okay. But there certainly was overlap 2 4  
2 5  between the Summit Trust c l ients and the 2 5  
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1 Brown Investment Advisor clients? 1 
2 A. I believe so. 2 
3 Q. Okay. And as a technical matter, did you 3 
4 work for Brown Investment Advisors or Summit 4 
5 Company? 5 
6 A. As a technical matter, I worked for Brown 6 
7 Investment Advisors. I received a paycheck from 7 
8 them. 8 
9 Q. Okay. 9 

1 0  A .  But I was -- and I was working with 1 0  
1 1  advisors that had come out of that existing 1 1  
1 2  relationsh ip, but I was -- I was doing quite a bit 1 2  
13 of talking about Summit Trust. 1 3  

A. I believe he's in  Maryland. 
Q. Okay. And Tomich is in  Michigan, right? 
A. Correct. 
Q. Okay. 
A. Mr. Brown, Mr. George Brown, over the years 

had participated i n  many workshops throughout the 
country where l ife insurance agents went for 
advanced for their cl ients. He 
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would have been a speaker. So many of the 
relationships sprang from that. Some of which I 
may have heard a name, but I d idn't necessari ly 
know a l l  of those people. But they would have not 
-- most of them would have been away from the 
geographic area of Phi ladelphia .  

Q .  Understood . 
A .  Yeah. 
Q. Understood. And, again, I 'm try ing to get 

at some of these, you know, you mentioned these 
advisors and you're using that in  a -- in  a generic 
sense. 

A .  Yes, sir, right. 
1 4  Q .  Okay. And you say advisors that came out 
 Q .  Who interacted w ith B rown Investment 

1 5  of that relationship. What advisors are those? 1 5  Advisors, and may have  brought them c l  ients or 
1 6  Those are affi l iated with Brown? 1 6  brought them perhaps trust c l ients to Summit Trust 


A. That's correct. That's correct. And the Company. S o  I 'm j ust try ing to get a fee l  for some 

1 8  word, advisor, i s  fairly generic. 1 8  of the rosters. S o  you've got M ike Tomich, Ron 

1 9  Q. Uh-huh. 1 9  Morley. 

2 o 1\ .  Some of them might have been l ife l icensed 2 0  Who are some of the others? 

2 1  only. 2 1  A. Would have been a G ary Burroughs who is a 

2 2  Q. Uh-huh. 2 2  CPA. 

2 3  A .  Some might have been CPAs. Some were 2 3  Q .  Where i s  Mr. Burroughs? 

2 4 attorneys. 2 4  A .  I bel ieve he's in  -- outside Portland . 


Q. Okay. 2 5  
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1 A .  It 's been a couple of  years. I 'm trying to I 1 Q. Well ,  actually, I 'd l ike both, and t o  the 
2 remember some of  the -- 2 extent there's a d i st inction, i f  you can make that I 

3 Q. That's okay. Take your t ime. l 3 d istinction for me, I 'd appreciate it .  
4 A .  There was a Darren Martinel l i  out of 4 A .  Okay. A gentleman named Reese Engl ish .  

Q. Okay. Where's Mr.  Engl i sh? 
5 Cal ifornia .  5 

A.  

And was he an insurance guy? 6 A. I bel ieve he's in  M ississ ippi .  
I bel ieve he was a multifaceted individual .  
 7 Q. Okay. 


8 I bel ieve he d id insurance. I know he  had a Ph.D. 8 A. Some of these relationships are v intage, 
9 I 'm not sure whether he had securities l icenses or 9 they're of age. 

not. i 1 0  Q. Okay. 


A .  

Okay. 1 1  A.  A Mr .  Don  Treadway. 

Q. 
 Where i s  Mr. Treadway? 
Don't know that. 
 1 2  

Q. All right. 
 A.  Poss ib ly A labama, down south . H e  used to 
: 1 3  

1 4  A .  I'm going back and forth between east and 1 4  attend the workshops, very deep southern accent. 

1 5  west. 1 5  Oh, excuse me, I think poss ibly Tennessee. I think 

1 6  MR. MARTIN : I ' l l  tel l  you what, let's  -- 1 6  his accent was more Tennessee, but I can't be sure 

1 7  let's g o  o fT the record a t  9 : 3 5 ,  and I j ust want to 1 7  about that. 

1 8  give you a few m inutes .  You can walk around, use 1 8  Q. Mr. Engl ish is in the insurance bus iness? 

1 9  the restroom and whatever. 1 9  A. Yes, s ir .  

2 0 And I 'd l ike you to just kind of reflect 2 0  Q. And Mr.  Treadway's in the insurance 

2 1  and we' l l  go back on the record and m aybe you' l l  2 1  business? 

2 2 have some more names -- 1 2 2 A. Yes, sir . 

2 3  THE WITNESS :  A couple, a couple, yeah. I 2 3  Q. Was M r. Morley i n  the insurance business? 

2 4  MR. MARTIN : - - and s o  forth, and I 'm going  2 4  A. Yes, s i r. 


_organized. Why don't we  Q. Okay. Go ahead .  
_ 

Page 5 8  Page 6 0  

1 take five minutes. 1 A .  Mr. Joseph Zedalis. 

2 TH E W I TN E S S :  Okay. 2 Q. You'l l  have to spel l that. 

3 (Whereupon, a recess was taken at 9 : 3 5  3 A. Z-E-D-A-L-1-S. 

4 a .m . )  4 Q. Okay. 

5 (Whereupon, the proceedings resumed at 9 :4 1 5 A. Of Seattle. 

6 a .m.)  6 Q. All right. 

7 BY MR. MARTIN : 7 A. Insurance. 


Let's go  on the record a t  9 :4 1 a .m.  8 Q. Okay. 
Whi le we were off the record, I asked 9 A .  Mr. Mike -- Michael Goodrich, G-0-0-D-R-I-C-H. 

1 0  Mr. Scott to try to refresh h i s  recol lection a 1 0  I think he's in the Towson area someplace. 

1 1  l ittle bit about some of the affil iated advi sors 1 1  Q. In Maryland? 

1 2  related to  B rown Investment Advisors. And during 12 A. Maryland, yes. 

13 the last several m inutes he appears to have done 13 Q. Okay. Insurance? 

1 4  so. 14 A. Yes, sir. 


Other than that, the witness and the 15 Q. Okay. 
1 6  counsel -- the w itness and the staff have not had 
1 7  any substantive conversations; i s  that correct? 
1 8  A .  Correct. 
1 9  Q. Okay. Do you have some other names, 
2 0  individuals o r  entities? 
2 1  A.  May I c larify a question? 
2 2  Q.  Sure, absolutely. 
2 3  A .  This is only relationships with B rown 
2 4  Investment Advisors? Th is is not anybody related 

16 A. Mr. Wes Dye, D-Y-E. 
1 7  Q. Okay. 
1 8  A. He's in Colorado, insurance. 
1 9  Q. Okay. 
2 0  A. Those, I believe, are the relationships 
2 1  that were Brown Investment Advisors, at least 
2 2  initially. 
2 3  Q. And what was the basis of the relationship? 
2 4  What -- how did they interact with Brown Investment 

Advisors, ifyou would? 
2 5  to Summit Trust or -
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1 A. There was another entity, a s  I'm thinking 1 
2 about these th ings, cal led Trust Counselors 2 
3 Network. 3 
4 Q .  Okay . 4 
5 A .  Which is a 50 1  C3 formed back, I think, in 5 
6 1 992, when they were doing their publ ic workshops 6 
7 and so forth and so on, for the purpose of 7 
8 educating attorneys, accountants, insurance people 8 
9 about the benefits of charitable trusts and 9 

1 o charitable p lanning. So that c learly predated 1 o 

1 1  Summit Trust. 1 1  
1 2  So some of these people were in that genre 1 2  
1 3  o f  advisors. They had that affinity. They were 1 3  
1 4  interested i n  benefitt ing charities, m in istries or 1 4  
1 5  c l ients with the same m indset. 1 5 
1 6  Q. And who i s  the principal of Trust 1 6  
1 7  Counselors Network? 1 7  
1 8  A .  I bel ieve Kevin is .  1 8  

A. But  then they would have been useful in 
Summit truth because now Summit Trust would be 
administering the charitable trusts as opposed to 
the organization that existed before that. 

Q. If someone d id bring their cl ients to Brown 
Investment Advisors, what d id Brown Investment 
Advisors have to offer them in terms of investment 
products or advice? 

A. Mutual funds, I 'm -- I don't know what else 
they would have offered, but I know that they must 
have. It wasn't something that I was -- mutual 
funds, anything that would have been l ife insurance 
they wouldn't have needed Brown Investment 
Advisors. They could do that all on their own. 

Q. Through their own advisors? 
A. Yeah. Absolutely. They didn't need 

anybody for that, so it would have been some mutual 
funds. 

Q .  Okay. 
 Q. What about -- what about some other 

2 0 A .  I bel ieve he is .  2 o investment opportunities? And I'm going -- I 'm 

2 1  Q .  Is it st i l l  in existence? 2 1  going to identify some for you. 

2 2  A .  Yes, s i r. 2 2  A. Okay. 

2 3  Q .  Okay . I'm sorry. G o  ahead. 2 3  Q. And I want you to give me the wealth of 

2 4 A. Yeah. So that's where they -- that was, I 2 4  your knowledge about these patiicular things. 

2 5  o f  much of those 2 5  

Page 62 Page 64 


1 relationships, learning about Brown Investment 1 A .  Uh-huh. 

2 Advisors. Because Mr. Brown, Sr. ,  Mr. George 2 Q. Are you fami l iar with the Rampart Fund? 

3 Brown, was traveling around with this advanced l ife 3 A .  To a small extent. 

4 insurance and type group out of, I think, San 4 Q .  What do you know about the Rampart Fund? 

5 Francisco, but don't hold me to that. 5 A. 
 Thi s  is my opin ion. 

6 
 Uh-huh. 6 Q .  Uh-huh .  

7 A. And he would be speaking with charitable 7 A .  I t  was kept somewhat comparimental ize from 
8 plann ing. The other gentleman who was heading 8 -- from what I was doing. 
9 that, he was speaking of l ife insurance, but he 9 Q.  Uh-huh. 

1 0  wanted multiple options, multiple disciplines there 1 0  A .  I don't know if that was intentional . It 
1 1  to attract a greater audience. And so Mr. Brown 1 1  just wasn't what I was working on. I bel ieve that 
12 would be talking about those things, and many of 1 2  the Rampari Fund was -- it  was like a big SMA type 
1 3  those relationships came out of those meetings. 1 3  account. 
14  That's why they're from Seattle and 1 4  Q. Okay. 
1 5  Mississippi and Portland and all over in Cal ifornia 1 5  A .  That they could offer opporiunities to 
1 6  and so forth. And those were people that were of 1 6  individual c l ients. 
17  kindred spirit to the Browns. They had very common 1 7  Q .  Did you understand that the Rampari Fund 
18  interests in  benefiting nonprofits and those types 1 8  was control led or run by the Browns? 
1 9  
2 0  

o f  things. S o  -- but l can't b e  certain that they 
did -- that they drove their cl ients to Brown 

1 9  
2 0  

A .  I believe that was true, yes. 
Q. Okay. And did you understand that the 

2 1  Investment Advisors .  2 1  Browns were developing or finding investments for 
22  Q .  Okay. 2 2  the Rampart Fund to invest in? 

I bel ieve they d id that. I believe there 
A.  I think they were more of  the Trust 2 3  
24  Counselors Network type business. 2 4  
 were some advisors that came to them and said, I 


Uh-huh. 2 5  know -- thi s  i s  -- from 
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1 conversation, not in a private meeting, but this i s  1 gentleman named Larry Wright. 

2 a program that I heard about. Would this be 2 Q. Okay. And what was this program called? 

3 something you guys would be interested in, and 3 The Underwriters Group? 

4 possibly they would have been, and it might have 4 A. That's correct, yes. Thank you. 

5 been part of a Rampart offering or offering or fund 5 Q. And did you -
6 or whatever you want to call it. 6 A. TUG, TUG was the acronym that was used . 

7 Q. Did you understand the Rampart Fund to be a 7 Q. Why TUG? 

8 sort of mix of different investments? 8 A. The Underwriters Group. 

9 A .  That would be my opinion. 9 Q. Okay. All right. Interesting. 


1 0  Q. Okay . And these are investments that 1 0  A. They l ike acronyms.  
1 1  George Brown and Kevin Brown decided to invest in? 1 1  Q. Al l  right. And d id you have an 
1 2  A. I bel ieve so. 1 2  understanding what The Underwriters Group invested 
1 3  
 Okay. And the investors included their own 1 3  in or what that investment was? 

14 cl ients from -- I'm sorry -- from Brown Investment 
1 5  Advisors? 
1 6  A.  I would think so. 
1 7  Q. Okay. And did you understand that there 
1 8  were other investors from some of these other 
1 9  affi l  iated advisors who were in the Rampart Fund? 
2 0  A. I bel ieve that's true. 
2 1  Q. Do you have a notion of the underlying 
2 2  investment of the Rampart Fund? You know, were 
2 3  they investing in oi l  wells or were they investing 
24  in exchange traded funds or real estate? 
2 5  A. Wel l ,  exchange traded funds they did 
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1 through Summit Trust. 

2 Q. Okay . 


14 A. To some extent. 

15  Q. Okay. 

16 A. I was in a brief meeting with Mr. Wright, 

17 as they called him Dr. Larry Wright. 

18  Q. Uh-huh. Okay. 

1 9  A. That might have been 2006 or '07.  I think 

2 0  it was a while ago, but it could have been more 

2 1  recent. I'm not sure. As I understood it, it was 

2 2  some type of program for rais ing money, short-term 

23  money for contractors. Contractors meaning guys 

24  who owned their own construction companies, smal l 

25  -- you know, smal l deals. 
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1 Q.  U h-huh, uh-huh . 

2 A.  And they needed to borrow money to fund 


3 

4 


Um, they have a p011fo l io of -- this is 3 their -- whatever they needed to do to fund their 
Summit Trust, now it 's  a p011fo l  io of d ifferent 4 project. 


5 investments, one -- some are ETFs, you know, 5 Q.  Okay . Any other deta i ls that you 
6 are -- 6 understand? 
7 Q.  Let's talk about Summ it Trust for a second. 7 A. Some type of a note, some type of a note 
8 A. Okay. 8 that -- that I bel ieve the contractor s igned, and I 
9 
 Let's stay w ith Rampart just for right now. 
 9 
 think Dr. Wright was looking for investors for that 


1 0  A .  I don't bel ieve any ETFs were inside 1 0  program. 
1 1  Rampart. 1 1  Q. Okay. Were there other funds or were there 

1 2  
 Okay . 
 1 2  
 -- excuse me -- were there other investments that 

1 3  A .  I real ly wasn't in the  -- the m ix on most 1 3  
1 4  of that. I -- there was -- there were several that 1 4  
1 5  I heard conversations regard ing that would have 1 5  
1 6  been through Rampa11. 1 6  
1 7  Q.  Uh-huh.  Okay. 1 7  
1 8  A .  Occasional ly ,  the adv isor would ask me what 1 8  
1 9  d id I know about such and such investment, and I 1 9  
2 0  would say, I don't, I don't, so I can't give you 2 0  
2 1  any yes or no or whether it's appropriate or not. 2 1  
2 2  Q .  What d id you  hear that may  have been i n  2 2  
2 3  Rampai1 a s  you understood it? 2 3  
2 4  A. Um,  the only one that I can actually affix 2 4  
2 5  a name to would have been a with the 2 5  

were part of the Rampart Fund? 
A. I believe there were. 
Q. Okay. 
A.  J ust because of conversations that I would 

hear as I was walking from, you know, one office 
bui lding to the other. But I couldn't -- don't 
know of name. Now, if you have a name, maybe I ' l l  
know it, but  I can't think of any. 

Q. Okay. What's your understanding of the 
Rampart and its success? 

A.  Wel l ,  I only know of the one with 
Dr. Wright. 

Q. And what there? 
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1 A. I know that wasn't successful .  1 A .  I don't think it had anything to do with 
2 Q. Okay. When you left Brown Investment 2 Summit Trust Company. 
3 Advisors and Summit Trust, d id  you have a notion 3 Q. Okay. I mean, it may wel l  be that some of 
4 where the Rampart Fund stood in  terms of its health 4 the Summit Trust Company cl ients were also Rampart 
5 or s ituation? 5 Fund c l ients? 
6 A. No. Other than sometimes, I would hear a 6 A. That could be true, yes. 
7 conversation from Kevin's dad that related to that, 7 Q. Okay. 
8 but it really wasn't, shall we say, it was a quiet 8 A. Yeah. 
9 conversation. So it would have been inappropriate 9 Q. Other than that, there was no direct 

1 o for me to try to stick my head in the door and see 1 0  involvement? 
1 1  what it was. I would hear the name Dr. Larry 1 1  A. Not that I know of. 
1 2  Wright quite a bit after -- when he was first up to 1 2  Q. Okay. Al l  right. 
13  visit Summit Trust. 1 3  A. I was not -- I was not -- I d id not mention 

Q. Okay. 14  Rampart, d idn't know enough about it. 

15 A .  And then there wasn't much conversation 1 5  Q. Uh-huh. 

1 6  about Dr. Wright after that that I can recal l .  1 6  A. So I did not mention it to an advisor. I 

1 7  Q .  And how was the Rampart Fund being sold, to 1 7  was asked, I told you on several occasions. 

1 8  your understanding? 1 8  Q. Okay. Are you fami liar with something 

1 9  A .  I would -- to my understandi ng, select 1 9  cal led the Capital Window Fund? 

2 o advisors -- 2 o A. Not -- j ust a name, Capital Window, not the 

2 1  Q. Uh-huh. 2 1  fund, not the fund. 

2 2 A. -- would offer it to their c l ients. It's 2 2 Q. What is Capital W indow? 

2 3  possible that Summit -- that Brown o r  Summit may 2 3  A. Wel l ,  Capital Windows. 

2 4  have put money i n  i t  as wel l .  I wouldn't have any, 2 4  Q. Windows? 

2 5  you know, knowledge. That wouldn't have been 2 5  A. Yes. Pardon me. That's how I knew it to 
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1 something that was mentioned .  1 be, Capital Windows, a gentleman out o f  San Diego. 

2 Q. Did you bring anybody to the Rampart Fund? 2 I don't know how he came to Summit Trust, so I 

3 A .  No, s i r. 3 don't know that he was involved with -- with Brown 

4 Q. Okay. Other than the Rampart Fund, d id 4 Investment Advisors .  

5 Brown Investment Advisors have any other funds 5 Q .  Okay. That's fine. 

6 offerings that i t  self-generated or instituted, set 6 A. Yes. 

7 up in any way? 7 Q. So this is a Summit Trust? 

8 A .  This w i l l  be Brown Investment Advisors? 8 A. I believe it was. It was one of the very 

9 Q. Let's stay with Brown Investment Advisors 9 last, the last two events that I was involved in  


1 0  for right now. 1 0  with Summit Trust. 

1 1  A .  Oh, not that I can recal l .  But I know 1 1  Q. Okay. 

1 2  there was something e lse in there. I just don't 1 2  A.  Which was at the tai l end of 20 1 1 ,  two 

1 3  know a name that I can reca l l .  13 individuals fi·om Capital W indows were there making 

1 4  Q. Okay. A l l  right. I 'm going to g ive you a 14  presentations. 


few names and we' l l  go -- we' l l  go  through them . 1 5  Q. Okay. Who were these individuals? 
A .  Okay. 1 6  A. Thomas Carter. 


1 7  Q .  And -- but I want to keep Brown I nvestment 1 7  Q. Uh-huh. 
1 8  Advisors and Summit Trust d istinct for right now. 1 8  A. And I don't know the other person. 


A.  Yes. 1 9  Q. Okay. 
Q .  Un less there's -- there i s  an overlap that 2 0 A. I met Thomas Carter prior to that. The 


2 1  you can explain to me, but I want to stay sort of 2 1  other person I had not seen before. I know he was 
2 2  within Brown Investment Advisors. And let's finish 2 2 an associate of Thomas. I don't know him. 

wiili Rampart. 
 Q. Okay. And so they were making 

What, if anyth ing, d id the Rampart Fund 24  presentations to Summit Trust? 

have to  do with Summit Trust 2 5  A. To Summit Trust advisors. 
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1 Q. Okay. 1 provide a l l  the, you know, web stuff and market ing 
2 A .  In it ia l ly Thomas Carter m ade one to Summit 2 material and exposure to funding, for lack of a 
3 Trust. 3 better word . 
4 Q .  Okay. I 'm sorry. Summit Trust advisors? 4 And I was not to ld this by anybody at 
5 A .  Okay. Individuals l ike these names who 5 Summit Trust, but I was to ld i t  by the gentleman 
6 they knew, and so they would inv ite them to a 6 who h ired Capital W indows. 
7 workshop. 7 Q. And who was that? 
8 Q. Okay. 8 A .  H is name was Jerry Mainard i ,  
9 A. So they d id  a workshop, for example,  i n  9 M-A-I-N -A-R-0-I, l ike Jerry Mainard i i s  how you  

1 0  Nevada because that was where the home office of 1 0  pronounce it .  

1 1  Summ it Trust exists. They d id  one in F lorida 1 1  Q.  Okay. 

1 2  because it  was a warmer p lace to go i n  November. 1 2  A .  H e  has a company cal led Se l l ing 

1 3  Q .  A l l  right. S o  Summit Trust would host 1 3  Technologies, which i s  a company that assists 

1 4  these? 1 4  insurance agents, advisors, whatever you want to 

1 5  A .  Yes. 1 5  cal l  it, in gett ing business c l  ients.  

1 6  Q.  Okay. And what was in i t  for Summit 1 6  Q. And he invested in Capital Windows? 

1 7  Why host these? 1 7  A .  No.  He paid them a fee .  

1 8  A .  General ly, my opinion, I mean, they d idn't 1 8  Q .  A l l  right. A l l  right. 

1 9  d i scuss any of the ir  fees at that point w ith me, 1 9  A .  Paid them a fee to take h i s  company to the 

2 0  because I was -- I 'm a salaried person. Didn't -- 2 o next level. And that's -- that's my opinion of it. 

2 1  was noth ing involved in it. 2 1  Q. Okay. And so what did you then hear from 

2 2  Q. Right. 2 2  Mainard i?  

2 3  A .  There would b e  a custodial  account 2 3  A. That he m ight as wel l  have taken that money 

2 4  establ i shed by Summit Trust. 2 4  he paid to Capital W indows and thrown it  out the 

2 5  
 Q .  U h-huh .  
 window. 


Page 74 Page 7 6  

1 A. And an advisor could bring a c lient who 1 Q .  Okay. 

2 would choose to go into that custodial account -- 2 A. No connection with Capital Windows, j ust 

3 Q. Okay. 3 throw it away. 

4 A. -- and then the monies would be directed to 4 Q. What funds, if any then, went to Summit 

5 Capital Windows, whatever that was. I don't know 5 Trust? I mean, what's the connection there? 

6 what it was called. I have no idea what it was. I 6 A. I bel ieve there was a referral fee paid by 

7 never saw it. 7 Capital Windows to anyone, I guess. I don't know. 

8 Q. Uh-huh. 8 That would refer business to them . 

9 A. And Summit Trust would have a fee for doing 9 Q. Including the Summit Trust people? 


1 o that. custodial fee. 1 0  A. Including somebody at Summit .  I don't 
1 1  Q. Okay. Would there be any fees for Summit 1 1  think they paid it to Summit Trust. I don't know 
1 2  Trust o r  Brown Investment Advisors o r  any o f  the 1 2  that. 
1 3  principals associated with the actual investment in 1 3  Q. Okay. 
1 4  Capital Windows or any of the other offerings? 1 4  A .  I mean, i t  could have been a d irect payment 
1 5  I n  other words, were there any fees or 1 5  to an ind ividual . 
1 6  commiss i ons earned by anybody associated with 1 6  Q. Al l  right. How many s ituations l ike 
1 7  Summit Trust or Brown Investment Advisors that were 1 7  Capital Windows existed at Summit Trust or Brown 
1 8  not custodial in nature? 1 8  Investment Advisors? 
1 9  A. I was told by one of the relationships that 1 9  A. Other than Rampart, Capital Windows, and 
2 o Capital Windows, he had been referred to Capital 2 0 Rampart being the underwriters group 
2 1  Windows by Mr. Brown, George Brown, and they were 2 1  specifically -- well ,  you're talking about not l ike 
2 2 supposed to help find money for his company to grow 2 2 a fund, l ike a DFA, D imensional Fund Advisors, 
2 3 it. That was one of these -- that seemed to be the 2 3 which is a true no load mutual fund that their 
2 4 big fuss about Capital W indows. They knew how to 2 4 c l ients would invest in .  
2 5 take your company and, you know, put it on the map, 2 5 Q. Yeah. We're about that -
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1 let's talk about things fi rst that are sort of off 
2 market, as it were . 
3 A .  Okay. I on ly knew scuttlebutt of one 
4 cal  led Pau l-El l i s .  
5 Q .  Okay. 
6 A .  But can go off the record for j ust a 
7 second ? 
8 Q .  Wel l ,  if you tel l  m e  something I'm going to 
9 ask you to go back on the record and te l l  me.  

Page 79  

1 Q. Okay. And -
2 A. Could have been with Ram part, I'm not sure . 
3 Q. Okay. And what was -- what was Summit 
4 doing with Pau l-El  l is? Were they recommending it 
5 to Summit c l ients? I mean, I 'm trying to 
6 understand how thi s  fits together. 
7 A. I be lieve they would have spoken to certain 
8 advisors about it. 
9 Q. Okay. 

A .  Okay. I 'm j ust say ing, as you -- as you 1 0  A.  It  wasn't unusual for advisors -- it was 
think about these things, you thought about them 1 1  very common for advisors to cal l  and ask. Do you 
fo r two years, th ings are starting to, you know, 1 2  have such and such type of a program for thi s  type 
resu rface in your memory .  1 3  of c lient? 

Q .  Right. 1 4  I've got a c l ient with thi s  demographic. 
1 5  A .  S o  Pau l-El l i s ,  I don't know what Paul -E l l is 1 5  They're 5 5 .  They want growth. They're wi l l ing to 

1 6  stood for. I don't think there was any man named 1 6  take risks. What do you guys have? 

1 7  Paul or E l l  is .  I t  was j ust a group cal led 1 7  Q. Okay. 

1 8  Paul-El l i s .  1 8  A .  
And i t  could be the opposite. You  could 


Q .  Okay. 
 have c lients at 55 that don't want risk. 

2 0  A .  I bel  ieve they were from near Norristown 2 0 Q. Right. 
2 1  somewhere. 2 1  A. What do you have? 
2 2  Q .  Okay. 2 2  Q .  And they would cal l  and talk t o  Kevin Brown 


A .  I never met with them.  I d id hear the 2 3  and George Brown? 
name. And apparently that wasn't a good s i tuation, 2 4 A. Correct. 
because when I asked what is the ro le of 2 5 And that was e ither in the context 

Page 7 8  Page 8 0  

Windows, I was told to help us avoid people like 11 
 of Summit Trust or Brown Investment Advisors? 

2 Paul-Ellis or something l ike -- to that extent. 

3 Q. Well, what -- what was the relationship 

4 between Paul-Ellis and Summit? 

5 A. They had some type of investment program. 

6 Q. Okay. 

7 A. Some type of a fund. As I recall, a low 

8 risk/high risk alternative type fund. Some was a 

9 high risk. Some was a low risk. I didn't know 


1 o anything about it. Didn't know what it was 
11  supposed to do. 
12  I -- the reason I found out about i t  was -

more about i t  was one of  the clients that I was 


2 A. Wel l ,  yeah, I guess. I mean -
3 Q. I mean, was there much of a distinction? 

4 A .  There was in my mind, because Brown 

5 Investment Advisors had an amount of money they 

6 were managing as a center management -
7 Q. Okay. 

8 A. -- when Summit Trust was started .  

9 Q. Right. 


1 o A. And those were in some no load mutual 
1 1  funds, some load mutual funds. I don't know, a 
1 2  hodgepodge o f  things. I don't mean that 
1 3  
 derogatorily. 


14 working with about insurance on  behalf of  Brown 14 

1 5  Investment Advisors, he mentions, wel l ,  I don't 
1 6  think I should put my money i n  Paul-Ellis instead 
17 of putting i t  in this? 
1 8  And I said, I can't -- I can't tel l  you. 
19  S o  I'm assuming the rate of return was 
2 0  signi ficantly better than the 6 percent that he 
2 1  might have been able to average over 20 years with 
2 2  an insurance program. 
2 3  Q. Okay. So was Paul-Ell is affiliated with 
2 4  Brown Investment Advisors or Summit Trust 
2 5  A. I think it was Summit Trust. 

1 5  A. Just a bunch o f  things. I know that 
1 6  over -- systematically, over a period of years, 
1 7  some of those cl ients were put into the no load 
1 8  mutual funds or Dimensional Funds Advisors, because 
1 9  there was a lower fee for the cl ient to pay and 
2 0 general ly a greater historic diversity than any of 
2 1  those other mutual funds had. I missed -- I forgot 
2 2 the question. Sorry. 
2 3  Q .  Yeah. I j ust -- I'm trying to speak o r  ask 
24  you to speak to the distinction between Summit 
2 5  Trust Company and Brown Investment Advisors. And 
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1 if there is, for practical purposes, really a 1 
2 distinction between the two entities and the 2 
3 behavior of Mr. George Brown and Mr. Kevin  Brown. 3 
4 A. I think my opinion was there was a 4 
5 d istinction, a s ignificant distinction. Most of my 5 
6 opinion, and what I observed, most of the efforts 6 
7 for the last four or five years were directed in 7 
8 developing Summit Trust. And almost -- whatever it 8 
9 was, it was. We had advisors there, but we're not 9 

1 0  really trying to build that. 1 0  
1 1  Q. But in developing Summit Trust Company, are 1 1  
1 2  they essentially provid ing investment advisor 1 2  
1 3  services or providing the same kind of services 1 3  

Q.  Okay. 
A .  I t  came through a company ca l led Online 

B rokerage Serv ices. 
Q. Okay. 
A .  The acronym i s  OBS .  
Q. Al l  r ight. 
A .  Guys in  financial serv ices love init ia ls .  

That's how they talk .  
Q. Right. 
A .  OBS bu i lt a portfo l io of  d imensional fund, 

advisor funds  that were part icularly appropriate 
for banks and trust companies .  

Q. A l l  right. And  I 'm sorry, who is OB -

1 4  they had for Brown Investment Advisors that they 
 1 4  
 A .  OBS .  

are for Summit Trust Company? 
 Q. 
 And what do  they stand for? 


1 6  I guess what I'm getting at, i s  I realize 1 6  A. Onl ine B rokerage Serv ices .  

1 7  there's an emphasis on Summit Trust Company of 1 7  Q. Who's their  pr incipal? 

1 8  late, but i s  there a distinction between what kind 1 8  A .  I ' m  not sure now. The gentleman left there 

1 9  of services they're providing and what they're 1 9  two or  three years ago at l east, took a bunch of  

2 0 offering people? 2 0 the  people that were there. 

2 1  A .  Well ,  the trust company offers stuff that a 2 1  Q. Where were they located? 

2 2 registered i nvestment firm can't offer. 2 2 A .  I think  i t  was White Hal l ,  Ohio, b u t  White 

2 3  Q. Wel l ,  I -- I understand that. B ut as a 2 3  something Ohio .  White Hal l ,  W hite De l l  o r  

24  practical matter, are they -- are they offering 2 4  something. 

2 5 their Summit Trust cl ients investment 2 5 Q. But they put together a 


Page Page 8 4  

1 opportun ities? 1 Dimensional Fund A dv isors? 
2 A. They would have offered investment 2 A. They took -- D imens ional Fund Advisors has 
3 opportunities to Brown Investment Advisors cl ients. 3 access in their portfo l io to l ike 3 ,000 d ifferent 
4 Q. Okay. 4 stocks. 
5 A. They made a pledge that they would not 5 Q.  Okay. 
6 directly sell to the public over here in Summit 6 A .  They take those and they put, they bundle 
7 Trust. They would only work through advisors with 7 them together to create certain types of investment 
8 whom they had a relationship. 8 opportunities. Some people -
9 Q. Okay. 9 Q. Funds? 

1 0  A. And whether that makes any distinction -- 1 0  A. Funds, correct, that's correct. 
1 1  so those relationships would have been driven 1 1  Q. Okay. 
1 2 by -- by whatever Summit Trust offered. That would 1 2  A .  And they're no load funds, so  that makes i t  
13  have been the catalyst to bringing i n  the business. 1 3  attractive for investors. I f  you go to -- if you 
14  Whether it was Dimensional Fund Advisors. They 1 4  would start a relationship with Dimensional Fund 
1 5  another program. I forget what the name was. 1 5  Advisors as an individual -- and this i s  what I was 
16  Q .  Well, let's -- let's talk about that for a 1 6  told. I don't know thi s  to be fact. 
1 7  second. 1 7  Q. Okay. 
1 8  So you say whatever Summit Trust Company is  1 8  A .  - - that you would need to  have a min imum, 
1 9  offering. 1 9  of l ike, of $20 m i l l ion  you could move over in the 
2 0  A. That's a technical term. I don't mean to 2 0 first 12 months or they weren't even going to talk 
2 1  use it that way. 2 1  
2 2  Q .  Okay. 2 2  
23  A. We  have -- we have access to relationships 2 3  
24 with Dimensional Fund Advisors which i s  not very 2 4  
2 5 easy to get. 2 5  
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1 that $20 mi l l ion. So you could come in -- Summit 1 portfo l io? 

2 Trust would come in with a mi l l ion or 500,000 and 2 A.  That was it . 

3 stmis to bui ld it over a period of months or 3 Q .  That was it? 

4 years. 4 A .  That was it, yep. 

5 Q. So Summit investors could come into the 5 Q. Okay. So there was no finder's fee or 

6 DFA -- 6 anyth ing associated ?  

7 A .  Funds. 7 A .  N o .  

8 Q. -- funds -- 8 Q .  A l l  right. Okay. What e l se  l i ke the OF A 

9 A .  Uh-huh . 9 investment was in  existence? 


1 0  Q. -- cheap? 1 0  A .  They h ad - - they had some ETFs - 

1 1  A .  Low, l ow threshold.  1 1  Q .  Okay. 
1 2  Q .  Okay. How did it work mechanically? How 1 2  A .  - - they actua l ly  designed. I t  was a 
1 3  d id the Summit Trust c l ients find out about DFA? 1 3  gentleman working w ith  them -- here's one of the 
1 4  A .  Summit would hold these workshops and 1 4  memones. 
1 5  genera l ly at DFA, one of the two of the DFA people 1 5  Q .  Who's they? 
1 6  would be there, the marketing people. 1 6  A. That Summit -- wel l ,  who's they? A 
1 7  Q. Who were the workshops held for? 1 7  gentleman named Ed Price in conj unction with 
1 8  A .  Advisors. 1 8  Mr. George B rown. And Price has retired. He 

Q . Okay. 1 9  retired the year before I was laid off. 
A .  Never to the public .  2 0 2 0 
 They put together th is  almost s imi lar to a 


2 1  Q . A l l  right. And then the advisor or 
2 2 c l ients, if they chose to invest, would do so 
2 3 through the Summit Trust -
2 4  A. Relationship. 
2 5  

Page 8 6  

1 A. Yes. 
2 Q. How would Summ it Trust get compensated? 
3 A .  Summit Trust has in their -- on their 
4 website what they cal l fees and forms and here's 
5 what they charge. They charge 1 - 1 12 -- 1 - 1 /2 
6 points -- 1 50 basis points on the first $50,000 in 
7 an -- in an account, a custod ial  account, and then 
8 it grades down from that. It's actual ly a l l  on the 
9 website. 

1 0  So that would be the fees that wou ld be 
1 1  paid for Summit Trust. Of course, they would 
1 2  out -

2 1  OF A grid. D i fferent types of  ETFs and, of  course, 
2 2 the ETFs have -- there weren't any -- it was s imply 
2 3 the same basis  points that they charged. 
2 4  Q. So, again, they 're bu i ld ing their own fund? 
2 5  A .  They d id  with ETFs .  

Page 8 8  

1 Q .  Okay. 

2 A .  A gain, Onl ine B rokerage bu i lt t h e  ones for 

3 OF A .  Summit didn 't have the -  


4 Q.  Right .  

5 A .  -- power to do  that. 

6 Q.  So  it 's Ed  Price, George B rown. I s  Kevin 

7 B rown part of  this? 

8 A .  I think h e  was certainly in on a l l  of  the 

9 d iscussions. 


1 0  Q.  Okay. 

1 1  A .  I don't know if  he  was picking any. 

1 2  Q. So Ed Price, George B rown, and perhaps 


1 3  Q .  The custodial fees? 
 Kevin B rown, or  l ikely Kevin Brown, i s  designing 

A .  Yes.  They would come out of the c l ient's 1 4  ETFs, and they're sort of  these portfol ios  or 

funds. So i f  you open up an account with Summit 1 5  c lasses of  ETFs? 

1 6  ins ide OF A, for lack of a better word, and you put 1 6  
1 7  $50,000 in, they charged you 1 - 1 /2 percent d iv ided 1 7  
1 8  up quatierly over the first -- over the first year. 1 8  
1 9  Onl ine Brokerage Services. For bui ld ing 1 9  
2 0 
2 1  

the portfol ios and putting al l  this together, I 
think got l ike an additional 1 7  basis points, 

2 0 
2 1  

2 2 something in that neighborhood. And that's a l l  I 2 2 
2 3 th ink on their -- in their stuff. 2 3 
2 4  Q .  Okay. What other fees o r  funds did Summit 2 4  
2 5 Trust make off of those investments into the OF A 2 5 

A. That's correct. 
Q .  And i f  I 'm  understanding correctly, then to  

su i t  the  -- the  needs or the comfort level of a 
particu lar investor? 

A .  Yes. A lmost in a -- I use the word, 
" imitation," in the best sense of the word, of what 
OF A had where you would h ave  -- you could have 
I 00 percent in  cash -

Q .  Uh-huh.  
A. -- I 00 in  stock .  You could have 
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1 1 0/90, 20/80, 30/70 -- 1 A.  U h-huh. 
2 Q .  Right. 2 Q. -- so are they being compensated in any 
3 A .  -- 40/60, so  forth and so on.  That's what 3 extra way or other way than the DFA compensation? 
4 they did with the ETFs. 4 A. No. And actually, Ed was a salaried 
5 Q .  Okay. A l l  right. 5 employee. 
6 A .  And some o f  them were international ETFs. 6 Q. Okay. 
7 Q. Okay. So they're trying to address 7 A. As I bel ieve Mr. B rown is of Brown 
8 people's comfort level with risk? 8 I nvestment Advisors. 
9 A .  Yes .  9 Q. Okay. 

1 0  Q .  And sort o f  their kind of  their w indow in 1 0  A. Which is  George Brown. 
1 1  terms o f  how long they're going to invest, sort of  11  Q. All right. Were Brown Investment Advisors 
1 2  a l l  these d i tTerent factors that people can -- 12 cl ients put into OF A or the ETFs? 
1 3  A .  And they actua l ly have names s im i l ar to 13 A. I don't know specific ones, but I believe 
1 4  
 that .  
 they would have been. That's j ust my opinion. 

1 5  
 Q.  Okay .  
 Q. And who would offer it -- offer it to them, 

1 6  A .  Some are cal l ed l i ke ,  target date 1 6  the Browns? 
1 7  portfo l ios .  I t  means i f  you're going to retire in  1 7  A. The Browns, yes. 
1 8  1 2  years o r  1 5  years, th is  i s  what you should be 1 8  Q. Okay. 
1 9  looking at. 1 9  A. Al l  of the -- to the best of my knowledge, 
2 0  Q .  ·rhe two Browns and E d  Price went out and, 2 0  a l l  of the cl ients that were in Brown Investment 
2 1  i f l  'm understand ing correctly, cherry-picked 2 1  Advisors were all developed through their public 
2 2  certa in ETFs to put together these types o f  funds? 2 2 workshops done in  the '90s. 
2 3  A .  ·ro rep l icate those types, yes, correct. 2 3  Q. Okay. And were kind of longstanding 
2 4  Q .  Okay. How d id  they bring investors into 2 4  cl ients? 
2 5  those funds? 2 5 A. Yes. 

Page 9 0  Page 92  

1 A. They would offer those at the workshops or 1 Q. Okay. All right. So you've got DFA, and 
2 they would do a webinar to the advisors explaining 2 the DF A portfolio from the Online Brokerage 
3 what this was about. 3 Services folks, and you've got the ETFs that were 
4 Q. Okay. 4 designed by Price and the two Browns, correct? 
5 A . At the time of the ETFs, the international 5 A. Uh-huh. 
6 ETFs, there was a -- there was a concern about 6 Q. Is that a "yes"? 
7 keeping al l  of your money strictly in U .S .  stocks, 7 A. Yes, sir. I apologize. Yes. 
8 because there had some pretty volati le years that 8 Q. That's fine. And those seem to have the 
9 they went crashing down. 9 same structure in terms of how Summit Trust Company 

1 0  Q. Right. Same compensation arrangement as 1 o is making its money related do that; is that 
1 1  with - 1 1  correct? 
1 2  A. Well ,  we're j ust say ing the same basis, 1 2  A .  Yes. 
1 3  part o f  the ir publ ished fees, yes. 13  Q.  And now presumably i f  a Brown Investment 
1 4  Q .  As the DFA? 14  Advisor cl ient i s  also put into those, there are 
1 5  A .  That's right. To the best o f  my knowledge. 15  certain investment advisor fees that go to the 
1 6  Q. Any other management fees or other kind of 1 6  Browns for putting that cl ient into that 
1 7  fees because they're developing these ETFs 1 7  investment? 
1 8  themselves? 18  A.  I don't believe so. 
1 9  A. No. It wou ldn't have been -- there 1 9  Q. Okay. 
2 0  wouldn't have been any, l ike, Online Brokerage. 2 0  A. I believe whatever -- they were charging 
2 1  You've got 1 7  basis  points . There was nothing l ike 2 1  them, the way I understand Brown Investment 
2 2  that that existed. 2 2 Advisors, they were in some mutual funds. The 
2 3  Q. Okay . I guess what I 'm getting at is, the 2 3  mutual fund company paid a commission to Brown 
2 4  two Browns and Ed Price went to the trouble to kind 2 4  I nvestment Advisors. 
2 5  o f  these funds - 2 5  Q. Okay. 
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1 A. So if  they came out of that and went into 1 account or an SMA. 
2 here, that would no longer be, there would be 2 Q. Uh-huh. 
3 noth ing that your c l ient would  be -- would  be 3 A.  That S MA, the cl ient would have said, put 
4 coming out of the c l ient's money with that 4 the money in Capital Windows. Summit Trust would 
5 relationship. 5 have said, we're charging a fee for that. That fee 

And there was no Brown Investment Advisors 
 6 
 would probably be more l ike 2 percent than 1 - 1 /2 

7 commission related to putting any investors in DFA 7 percent. 
8 or ETF? 8 Q. Okay. 
9 A. Not that I knew of. 9 A. And it would have been a flat fee. That's 

Okay. Let's keep walking through what 
 1 0  
 my understanding. If you put in 1 00,000, it's the 

1 1  other investments other than the DFA portfol io and 1 1  same 2 percent as if you put in 50,000 or 20,000 or 
1 2  ETFs were there? 12 200,000. 

13 
A. Wel l ,  we talked about the Capital W indows . 
 Q. But sti l l  what you're describing is a 

custodial fee? 
1 4  
 Q. Talked about Capital Windows? 


1 5  A. Yes. 15  
1 6  Q.  Okay. And was that, was Capital Windows a 16  
1 7  Summit Trust investment? 17  
1 8  A. I bel ieve it  was. 1 8  
1 9  Q. Okay. And did you understand that it 1 9  
2 0  operated in the same way as ETF and DF A? 2 0  
2 1  A. I don't believe it  d id .  2 1  

A. That's what I understand, yes. 
Q. Okay. Now, I believe what you stated 

before that you were -- you had the understanding 
that unl ike DFA and the ETF, Capital Windows also 
may have had some form of referral fee or some 
other compensation? 

A. Well, Capital Windows, as I understood it, 
2 2  
 Okay. 
 2 2  
 had a bunch of different things inside it  in what 

2 3  A.  I bel ieve that operated -- again, I d id 2 3  you call the umbrel la of just Capital Windows. So 
2 4  not -- no .  I was not brought into that 24  they might have been the Capital Windows Fund, 
2 5  25  let's j ust call i t  a growth fund for lack of a 

Page 94 Page 96  

1 
 U h-huh .  
 1 
 better word . Then there's a Capital W indows, what 

2 A.  I d id meet w ith Mr .  Ca11er when he came -- 2 I cal l ,  developing businesses. That's not a fund, 
3 when he came to Pennsy lvania. 3 that's a function. 
4 
 Right. 
 4 
 Q. Right. 

5 A .  And  I inquired a s  to  why we  were pursuing a 5 A .  So  you pay them a fee .  It's 25 ,000, it's 
6 relationship with h im .  And I was told that he's 6 25 ,000, it's 50,000 to take your company to the 
7 ab le  to, you know, keep us  from people l ike 7 next l evel .  That wasn't an investment that had any 
8 Paul-El l i s .  8 specific return, only the return of your company 
9 
 Okay. 9 doing more business. 

I don't - - a s  he  presented h i s  1 01 0  
 A.  
 Q. Right. As a serv ice? 

1 1  opportunities a t  those workshops in the  late part 1 1  A. Correct. 
1 2  o f 20 1  1 ,  this is Thomas Carter, I don't be l ieve it  1 2  Q. Okay. 
1 3  was at a l l  s im i lar to ETFs or DF A .  1 3  A.  That they paid a referral fee .  
1 4  
 1 4 
Okay. 
 Q.  Okay. 

1 5  A.  l bel ieve it was something d ifferent 
1 6  entirely, where there was maybe a h igher degree 
1 7  reward with a h igher degree of risk. 
1 8  Q. U h-huh .  So then how d id  it work 
1 9  mechanically? If i t  was d ifferent than the DF A 
2 0  opportunities and the ETF opportunity, how was 
2 1  Capital W indows offered and how did i t  work? 
2 2  A .  I could - - th is would just b e  a s upposition 
2 3  on my part, based on what I 've seen before. 
2 4  Q. I ' l l  take it that way. 
2 5  A .  would have a custodial  

1 5  A .  I don't know exactly what i t  was, and l 
1 6  don't know to whom they paid it. They may have 
1 7  paid it  to Summit Trust. They may have paid it to 
1 8  -- I don't know. 
1 9  Q.  Okay .  A l l  r ight. All r ight. So other 
2 0  than Capital W indows, Paul-El li s ,  and d id  you 
2 1  understand how Paul-E l l i s  functioned in terms 
2 2  of -- it  sounds l ike you don't know very much about 
2 3  the Paul-El l i s  s ituation? 
2 4  A.  I just -- no. Because I just -- I never 
2 5  met of those 

2 4  ( Page s 9 3  to 9 6 )  
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1 meetings. I mean, I was very involved in DF A and 1 A .  I t  wouldn't have been if  he  was i n  the 
2 things l ike that, you know. When they had the guys 2 insurance business. If he was in the insurance 
3 come in, I was in the meetings. 3 business, the only thing he could do would be to 
4 Q. Uh-huh. 4 refer the c lients to Summit Trust. Summit Trust 
5 A. So I don't know too much about it. 5 would then d iscuss with the c lient what was 
6 Q. Okay. Let's step back for just a second. 6 appropriate and would p lace him.  Then they would 
7 In  relation to DF A and ETF and a l l  this stuff, what 7 pay him some type of referral fee, but it wasn't 
8 was your role? What did you do? 8 anything along the l ines of -- of what a registered 
9 A.  I would be talking to advisors about the 9 investment advisor would  get. 

1 0  types of portfo lios that the DF A offered. I would 1 0  Q. But the registered investment advisor would 

1 1  be inviting them to come to one of the workshops 1 1  get part of the custodial fee? 

1 2  where DF A would be presenting. 1 2  A. Correct. 

1 3  If they had a c lient that was interested in 1 3  Q. A l l  r ight. 

1 4  DF A, they could cal l the office and we would talk 1 4  A .  Yes .  Otherwise he -- it would be not much 

1 5  to them. Again, we weren't d irectly compensated 1 5  better for bringing h is  c l ients there, unless he 

1 6  for doing anything of that nature, but it was -- 1 6  would charge them a fee .  

1 7  was a bui lding of the company. 1 7  Q .  Okay. So the registered investment 

1 8  Q. But what if -- what if one of the advisors 1 8  advisors would get part of the Summit Trust 

1 9  put an investor in DFA for $ 1  00,000 -- 1 9  custodial fee for bringing in c l  ients through 

2 0  A. Okay. 2 0  Summit Trust? 

2 1  Q. -- wou ld there be any compensation for you 2 1  A. Uh-huh. Uh-huh. 

2 2  associated with that? 2 2  Q.  That's a "yes"? 

2 3  A. No. 2 3  A. That's a "yes . "  I 'm sorry. 

2 4  Q. Okay. Even though you had made the 2 4  Q. Okay. And the insurance agents and others, 

2 5 introduction and for the sake of a 2 5  the nonregistered would 


Page Page 1 0 0  

1 better word, brokered the - - brokered the 1 some kind o f  referral fee ;  i s  that correct? 

2 relationship? 2 A. Yes. 

3 A. I asked about that on several occasions and 3 Q. And what would the referral fee be, 

4 nothing was ever -- nothing ever happened. I was 4 roughly? 

5 asking you about it, not that I would be directly 5 A. Could have been a so l icitor's type fee of 

6 compensated, but if at the end of a year, X number 6 1 0  -- 1 0  basis points, maybe up to 25  bas is points. 

7 of m i l l ions of dol lars had been brought in, was 7 Q. Meaning what? 

8 there any way that, you know, my pay would  go up, 8 A. In  other words -
9 my salary would go up? 9 Q. Translate that. If it's a $ 1  00,000 


1 0  Q .  And was that poss ible? 1 0  investment. 
1 1  A .  It never happened. 1 1  A. If you called up and said, I 've got a 
1 2  Q. It never happened? Okay. 1 2  c l ient who has $ 1  00,000, and he's really angry with 
1 3  
 A .  S o  I 'm guessing not. 
 his Merri l l  Lynch broker, I 've been to your 

1 4  Q .  Was anybody else compensated related to the 14  
1 5  investors that came in  the door? In  other words -- 1 5  
1 6  A .  ! f an advisor, if it was a registered 1 6  
1 7  investment adv isor, wh ich they had a number of 1 7  
1 8  those, if they came i n  with a c l ient and the 1 8  
1 9  registered investment advisor would be paid up to 1 9  
2 0 80 percent of the fees that -- the custodial fees 2 0 
2 1  that Summit Trust charged, depending upon his 2 1  

seminars, DF A, can I refer him to you guys? 
And the answer would be, yes. And then we 

would take over from that point, and they work with 
the c l ient often, and it would be Mr. Brown or 
Mr. Price or somebody else, and put them in a 
portfo l io .  They would pay to that -- to that 
agent, for lack of a better word, the agent a 
percent of what came in. 


2 2 experience, his b lock of business and so forth and 2 2 
 A percent of the investment? 

so on. 2 3  A. A percent, yes. 


2 4  
2 5 

Q .  And would that include if  the advisor was 
in the insurance business? 

2 4  
2 5 

Q. 
A .  

And what was the rough percent? 
I would 25 -- 25 basis 
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1 maybe as h igh as 40 basis  points. 1 
2 Q. Okay. So  .25? 2 
3 A . .  2 5 .  3 
4 Q .  And I ask this -- I try to be rea l ly  clear 4 
5 about it because I have people define basis points 5 
6 d i fferently for me. 6 
7 A .  Okay. 7 
8 Q .  And I want to make sure that I 'm  8 
9 understanding. 9 

1 0  A .  I d idn 't know what a bas i s  point was unti l  1 0  
1 1  I went to work for Summit Trust. 1 1  
1 2  Q .  I understand that .  Whereas the same 1 2  

Page 1 0 3 

Q .  Okay. 
A. The real estate, the International Real 

Estate Fund. Now, I don't know if it ever went 
anywhere. It sti l l  shows up on the website. I 
mean, I visit their website every two to three 
months, you know, just to see what's going on. 

Q. You said they formed an international real 
estate fund. You mean along the l ines of the ETFs 
that they had formed? 

A. No, no. I believe it was more along the 
l ines of the Capital Windows type of a situation, 
where somebody would bring in, let's say, $ 1  00,000. 

investment -- a registered investment advisor had 1 3  Q. U h-huh. 
brought i n  the same c l i ent and made the same 1 4  A. And they would be charged a flat 2 percent 
$ 1  00,000 investment, they would get part of  the -- 1 51 5  
 for that. And then they had an individual working 


1 6  what we're cal l ing the custodial fees that Summit 1 6  
 with them in that area who was travel ing to 

different countries to look for real estate. 
1 7  
 would charge? 


1 8  A .  Yes, yes. Again, there's RIAs .  There's 1 8  
 None of that happened. I 've never known 

lARs .  So  depending what their c lassification. I f  1 9  anybody that invested in it, but when I was there, 
they -- you know, they were an entity u nto 2 o2 0  
 it was supposed to be the plan. 


2 1  themselves, they were paid the maximum that they 2 1  Q. Okay. 

2 2  paid as opposed to if  they were under somebody 2 2  A. That was talked about in the final two 


else .  
 workshops that I attended. 

2 4  Q .  Okay. I s  -- to your knowledge, i s  Summit 2 4  Q. We l l ,  who was working for the real estate, 
2 5  Trust for Brown Investment Advisors then 2 5 who worked for Summ it Trust? 

· · · "·······-····· ·-·"·····-.. 
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1 any money back hom DFA, for exam ple? 1 A. Did not work for them. 

2 A. No, s i r. 2 Q. Okay. 

3 
 No? Okay. 3 A. Did not work for them. I 'm trying to come 

4 A. I don't bel ieve that exists. I don't know, 4 up with his name, that's why I'm thinking. He was 
5 but I don't bel ieve it does because of the meetings 5 only around, you know, the last six months I was 
6 I was in with DFA. 6 there, so a nice gentleman. But I didn't -- I know 
7 Q. Okay . 7 he was traveling to Ecuador and other countries. I 
8 A .  Actually, with OBS, technical ly. 8 cannot recall his name. 
9 
 Al l  right. And the DFA and ETF, are these 9 Q. Okay. 


1 0  -- do these have SMA accounts? 1 0  A. Sorry. 
1 1  A .  No. The O F  A ,  each i s  an individual account 1 1  Q. What about something called the Dominion 
1 2  with the -- advise with the c l ient. And, you know, 1 2  Group? 

1 3  
 an IRA would b e  d ifferent than a non-I RA account. 
 A. Don't know anything about that. That was 


Right. 
1 4  
 14 
 before me or after me. I 'm not sure which. 

1 5  A .  So i t  would be  d ifferent accounts, but  each 1 5  Q. These different things, the ETF fund and 
1 6  account would have a different account number 1 6  the OF A funds and so forth, who handled the books 


associated with it. 
 and records for those? Like, who -- who managed 

Uh-huh. What about ETFs? 
 1 8  
 the day-to-day? 


1 9  A .  The same thing. 1 9  A. I bel ieve it would have been Kevin Brown. 

Okay. DFA, ETF, Capital W indows, 
 2 0  
 Q. Kevin Brown? 


2 1  Pau l-El l  is, others? 2 1  A.  I believe so, yes. 
2 2  A .  They formed right about the time i n  that 2 2  Q. Okay. And how did they manage informing 
2 3  last six months. They were forming -- 2 3  the different Summit Trust cl ients of their 

You mean, the last half of 2 0  I I ?  
 24  
 investment holdings and what they were making, what 

2 5  A .  That's correct, 2 5  they were earning and so forth? 

2 6  ( Pages 1 0 1  t o  1 0 4  ) 
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1 A. Well ,  every c l ient had onl ine access 24/7 1 
2 to their account. They could see what their 2 
3 balances were. They mailed out at least -- I 'm 3 
4 pretty sure whi le  I was there they were sti l l  4 
5 mai l ing out qum1erly statements. 5 
6 Q. Okay. 6 
7 A. They, I think they stm1ed mail ing out 7 
8 monthly statements, which became too difficult to 8 
9 do from a cost perspective.  But -- and the c l ients 9 

1 0  would so metimes call up and say, what's going on? 1 o 

1 1  You know, they didn't talk to me about i t  because I 1 1  
1 2  didn't know, but they were cal l ing out to George 12  
1 3  and Kevin or this one. 13 
1 4  Q.  But they would get qum1erly statements? 14  
1 5  A. Yes. 1 5  
1 6  Q. And would it break it out? You know, this 1 6  
1 7  is -- this is my account and this shows my DF A 1 7  
1 8  money . This shows my ETFs. This shows whatever 1 8  
1 9  investments 1 have and so forth? 

2 o A. l never saw a statement that had anything 

2 1  other than the ETFs and the D F  A. 

2 2  Q .  Okay. 

2 3  A .  I d idn't see -- I d idn't see statements, 

2 4  unless I went and pul led, l ike, I said can I see so 

2 5 and so's statement? didn't them al l  


Page 

1 around. But because they had their own access to 

2 the accounting, to the statements and what it was 

3 doing, it could -- they -- if they had a question 

4 it was because they didn't understand how to do it 

5 when they were online. 

6 But I don't know anything about -- about 

7 how Capital Windows would have known what was going! 7 
,

8 on there or any of those, l ike, Paul-Ell is .  I 8 
9 don't know. They would have gotten statements I 'm 9 

1 0  sure, but I don't know how they would have accessed 1 0  
1 1  them. 1 1  
1 2  Q. Okay. What's the Summit Trust Company 12  
1 3  investment committee? 1 3  
1 4  A. I know it was -- I don't know what it is 14 
1 5  now. 1 5  
1 6  Q .  Okay. 1 6  
1 7  A. It  was -- it was initially George, Kevin, 1 7  
1 8  and Ed, and they -- they met, I don't know, once a 1 8  
1 9  month or something to talk about the different 1 9  
2 0  pmifolios. 2 0 
2 1  Q. To make investment decisions? 2 1  
2 2  A. I guess, I guess .  2 2  
2 3  Q. Or was that -- 2 3  
2 4  A. Yes. They were either building something 24  
2 5  or modifYing something. 2 5 

Page 1 0 7  

Q .  Okay. B ut they were deciding how to -
l ike, what to invest in or how to invest in? 

A. I bel i eve so. 
Q. Okay. And that was the purpose of that 

comm ittee as you understood it? 
A. Yes. 
Q. Okay. I want to go back to DFA and ETF and 

so forth. 
A. Uh-huh. 
Q. Any other funds or investment opportunities 

or anything else l ike that at a l l ,  other than 
Arete, we  haven't gotten to  Arete yet. But other 
than Arete, anything l ike that at al l associated 
with Summit Trust Company and Brown Investment 
Advisors? 

A. Not that I know of. Again, there were a 
bunch of things that were going on that I wasn't 
privy too. I was working a l itt l e  bit more with 
attorneys and stuff the last year o r  two, try ing to 
develop, you know, the trust or actual ly doing 
anyth ing else, so I don't know. 

Q .  Uh-huh. 
A. I mean, there were lots of meetings that I 

wasn't i n, so I -- generally were, I 'm sure, 
something l i ke that. "---" 

Page 1 0 8  

Q. Okay. And you've never heard of the 
Dominion Investment Group or the Dominion Group? 

A. No, sir. Dominion? I don't know that I've 
ever heard of that. But, I mean, the name -- oh, 
interesting, I -- I don't know if this is the same 
thing. I called to see how Kevin's daughter was 
about a month or so or two months ago. I forget 
exactly when. And I was told they were putting on 
some type of event with Dominion Bank. Is that the 
same Dominion you're talking about or not? I don't 
know. 

Q .  Yes. I -
A. I don't know. 
Q. I could only ask you what you know. 
A. Okay. S o  then I don't know. 
Q .  Okay. 
A .  I j ust -- I heard that name and -
Q .  But i t  sounds l ike, based on your testimony 

today, it sounds l ike i f  Kevin Brown and George 
Brown, whether it's -- whether it's under the 
heading of Brown Investment Advisors or Summit 
Trust Company, i f -- if  they create or come upon an 
investment opportunity, it -- it seems to me that a 
typical practice for them is to then introduce that 
investment opportunity to their sort of network of 
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1 advisors. So that they can then in a sense offer 1 
2 or inform those advisors about that opportunity to 2 

3 then run it back through the Summit Trust Company 3 
4 and -- and, you know, enjoy new c l ients through 4 
5 that fash ion. 5 

6 A .  Yes. That's my understanding. My 6 
7 understanding was and sti l l  i s  that their goal was 7 
8 to increase the amount of assets under management 8 
9 of Summit Trust. 9 

1 0  Q. Okay. 1 0  

1 1  A .  That was their primary focus, that Brown 1 1  
1 2  I nvestment Advisors was kind o f  l ike yesterday's 1 2  
1 3  news. 1 3  
1 4  Q. And is that because that's how they made 1 4  

Page 1 1 1  

as  wel l  as  custodia l  accounts. 
Can we go off the record for a second? I 

th ink I need -- would l ike to use the bathroom j ust 
for a brief moment. 

MR. MARTIN : Sure .  Sure. Let's go off the 
record at 1 0 :40. 

( Whereupon, a recess was taken at I 0 :40 
a .m.) 

(Whereupon, the proceed ings resumed at 
1 0:47 a .m .) 

B Y  MR. MARTIN :  
Q. Let's g o  on  the record a t  I 0 : 4  7 a .m.  

Whi l e  we were off th e  record there were no 
substantive conversations between the w itness and 

1 5  their money? 
 the staff; is that correct? 

1 6  A .  That's how Summit would make their fees. 1 6  
1 7  Q. Because it was a percentage of that? 1 7  
1 8  A .  Would be those, e ither the custodial fees 1 8  
1 9  on these other types of investments that you were 1 9  
2 0 d iscussing -- 2 0 
2 1  Q. Uh-huh. 2 1  
2 2 A .  -- or it would be the fees that OF A,  you 2 2 

2 3  know, would come through O B S  to them and those 2 3  
2 4  types of things. 2 4  

A. That's correct. 
Q. I 'm going to hand you what's been 

identified as Exhibit  64. Exhibit 64 is a one-page 
document. I w i l l  represent to you that I pu l led it 
off of the Summit Trust website. 

A. Uh-huh. 
Q. At  the top i t  says: Fee Schedule, Trust 

and Estate Services. 
A. Yes, s i r. 
Q. 
 Do you -- do  you recognize Exhibi t  64? 
2 5 
 q. )kay.(

Page 1 1 0  Page 112  

11 
 A .  I don't know what their fees -- their A. I certainly do. 

2 assets are now, but I believe when I left i t  was 2 Q. And -- and what is it? 

3 about 1 7  5 or 1 80 mi l l ion .  I don't know. 
 3 
 Well ,  it's -- it's a written record of what 

4 Q. Okay. And so every -- every year they get 
5 a certain percentage of that as a custodial fee and 
6 it's chopped up into quarterly payments for the 
7 company; is that accurate? 
8 A .  Yes, yes. The cl ient is charged a 
9 quarterly fee in arrears, so you're charged in the 

1 0  end of March for the first three months of the 

1 1  year. 

1 2  Q .  Uh-huh. 


4 Summit Trust charges for different services in the 

5 area of estate planning, trusteeship. 

6 Q. Okay. 

7 A. And this would be -- this would be useful 

8 for an attorney if he was going to be using, 

9 d irecting his cl ients to Summit or recommending 


1 o they would use Summit. It would he useful for an 
1 1  investment advisor if he was going to ask Summit to 
12 serve in a certain function. 

A. You're charged whatever that fee structure 13  Q. Uh-huh. 
i s  publ ished on  their website o r  the paper you 1 4  A. It would be useful for an insurance agent 
fil led out. 1 5  if he was recommending a l ife insurance trust. 

Q. U h-huh. 1 6  Q. 
 And are these fees also consistent with 

A .  And out of that they pay, i f  appropriate to 1 7  what you understood with the OF A portfolio and ETFs 

the registered investment advisor a t  IAR, whatever 1 8  and so forth? 
1 9  i t  would be, they pay what they pay. Whatever's 1 9  A .  This is different from the ETFs. 

2 0  left over would b e  Summit Trust. 2 0 Q. It is? 

2 1  Q. Okay. I 'm going to put something in front 2 1  A.  And the OF A. 

2 2  of you, we' l l  see if we -- 2 2 Q. How so? 


(SEC Exhibit No. 64 was 2 3  A. This is for trusts and estate services or 
marked for identification.) 24  actually what they call assets under management. 


THE WITNESS:  And  that would include trusts 
 Q. Okay. 
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1 A .  Or investment serv ices. That would be  1 

2 d i fferent. I was actua l ly  the one who helped 2 Q .  What investment advisors? 

3 developed th is  one. 3 
 I would assume it  would be the gentlemen 

4 Q.  Which i s  Exhib i t  64? 4 who are registered l i censed with 65, with 65 and 
5 A .  Yes. Because I needed to have someth ing 5 IAR and RIA. 
6 when I was talking to attorneys other than j ust my 6 Q. But does this include George Brown and 
7 anecdotal d iscussions. 7 Kevin Brown, for example -- or may include them? 
8 Q .  So in regard to the investments l ike  the 8 A. I suppose it could. I didn't know of them 
9 DFA port fo l io  and the ETFs, what i s  the -- what i s  9 doing anything l ike that for -- they certainly 

1 0  the fee schedu le  -- how does i t  set up  then? 1 0  wouldn't be doing it for a cl ient that was not 
1 1  A .  How does i t  set up? You mean, how does it  1 1  thei rs by history. 
1 2  look o r  what are the fees? 12 They would not be doing it for a c l ient 
1 3  Q .  What are the fees associated? 13 that -- that came to them, because the only c l ients 
1 4  A. U rn, they show zero to $50,000. The fee is 14 that are coming as far as I knew, the cl ients that 
1 5  1 .5 percent or, I think, 1 .5 percent. 1 5  were coming to them were al l  coming through the 
1 6  Q.  Okay. 1 6  recommendation of another advisor. 
1 7  A .  50,000 t o  I th ink 1 50,000 i s  1 .25 .  I 1 7  Q. And so it  would be that advisor that would 
1 8  don't -- I used t o  know i t  pretty wel l ,  it 's been a 1 8  be actively managing them? 
1 9  
 couple years. 
 A. That's correct. 

2 0  Q.  And those are annual fees? 2 0  Q. Okay. 
2 1  A .  Those are annual fees .  2 1  A. But as you noticed there in a l ittle 
2 2  Q .  For the amount invested? 2 2  description it says -- Trustee may give discretion 
2 3  A .  That's correct. And they're taken a 2 3 to Summit. So they may say to Summit, we want you 
2 4  qumter each. 24  to do certain things. You can do this if you want 
2 5  
 Let me turn attention to 
 to. 
 I'm not sophisticated enough to do it. 
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1 Exhib it 64. 1 Q .  Wel l ,  and but here's m y  question, I guess. 
2 A .  Uh-huh .  2 It says :  Summit w i l l  assist primary trustee in 
3 Q .  About a lmost a l l  the way to the bottom 3 p lac ing and managing investment. 
4 there i s  something cal led :  Independent Investment 4 So Summit w i l l  assi st in managing 
5 Trustee. 5 investment? 
6 A .  Uh-huh. 6 A. That means in their portfol  ios that they 
7 Q .  What i s  that? What i s  an independent 7 have. 
8 i nvestment trustee? 8 Q. Such as? 
9 A .  In  what i s  cal l ed a d iscretionary trust 9 A. DFA. 

1 0  where, say, for example, I 'm a regi stered 1 0  Q. And ETF? 
1 1  investment adv isor. 1 1  A. ETFs. 
1 2  Q .  Uh-huh. 1 2  Q. And so forth? 
1 3  A .  And I ' m  -- through m y  rel at ionship  w ith  13  A. And certainly, to my knowledge, would never 
1 4  Summit  Trust, I 'm recommending that my c l i ent 1 4  have been any other ones. It never would have been 
1 5  establ ishes a trust for the benefit of  h i s  
 any of the, l ike, Paul-El l i s  or Rampart or Capital 

1 6  grandchi  ldren. 1 6  
1 7  Q .  Okay. 1 7  
1 8  A .  Summit wi l l  al low that trustee, i f  the 1 8  
1 9  c l  i ent perm its, to -- that investment advisor to 1 9  
2 0  invest the money. 2 0  
2 1  Q .  S o  it's -- it's essent ia l ly  an actively 2 1  
2 2  managed trust? 2 2 
2 3  A .  Yes. I would say -- I would say correct. 2 3  
2 4  The investment inside i s  act ive ly m anaged. I don't 2 4  
2 5  know the terms of  the trust o r  e l se,  but 2 5 

Windows. 
Q. Okay. And in assisting in the managing of 

those investments, we're talking about 
individually, we're talking about Kevin Brown or 
George Brown? 

A. Well ,  i t  could be the investment committee. 
There could  be other people in that committee at 
this point. There could be -- you know. 

Q. Okay.  But who -- who could -- who could 
that be? Who are the ind ividuals who could  be 
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1 doing that in terms of assisting the primary 1 multipage document identified as SEC-JDSCOTT-P l 2  
2 trustee in p lacing and managing the business? Who 2 A. Uh-huh. 
3 -- what individuals could be doing that? 3 Q. --- through 1 7. 
4 A .  At  the Summit Trust leve l  you're asking who 4 A. Uh-huh. 
5 cou ld be doing it? 5 Q. It says: Separation agreement of general 
6 Q. Yes. 6 release, at the top. 
7 A. I'm not sure who else could be doing that. 7 Do you recognize this agreement? 
8 That doesn't mean that there could not be several 8 A. I do. 
9 other people. They have an office out of 9 Q. What is Exhibit 65? 

1 0  Massachusetts that does a lot of what -- kind of 1 0  A. This is what they offered to me the day I 
1 1  what I would cal l  m aking sure they dot their I 's 1 1  was laid off. Actually, I signed it one day later. 
1 2  and cross their T's type of stuff. 1 2  I think I was laid off on the 3rd. 
1 3  Q .  Okay. 1 3  Q. Okay. 
1 4  A .  I don't know if they're involved in that. 1 4  A. And I signed it on the 4th. I gave it to 
1 5  
 They weren't when I was there, but - Kevin the fol lowing day. 

1 6  Q. But you see the primary people at Summit 1 6  Q. Uh-huh. 
1 7  involved in that work as George B rown and Kevin 1 7  A. It took a couple days to clear out my 
1 8  Brown? 18  stuff. 
1 9  A .  Yes.  1 9  Q. And why is it between you and Brown 
2 0  Q. Okay. 2 0  Investment Advisors? 
2 1  A .  But they wou ld  not  be the  primary trustee. 2 1  A. Because they were the ones who were paying 
2 2  The primary trustee would have been somebody the 22  me. 
2 3  c l ient would have established. 23  Q. Okay. So I ' l l  confess to a l ittle 
2 4  Q .  No.  But I 'm focused on the -- it says: 24  confusion. I mean, the work that you've described 
2 5  Summit wi l l  assist. 2 5  that you've done -

Page 1 1 8  Page 1 2 0  

1 A .  Yes .  1 A .  Uh-huh. 
2 
 So in terms of Summit - 2 
 Q. -- seems to me to have been largely done on 

3 A .  Summit  wou ld  be yes. 3 behalf of Summit Trust Company. Is that fair? 

4 Q .  George Brown or  Kevin Brown? 4 A. l would agree with that, yes, sir. 

5 A. Y es.  5 Q. I mean, if almost entirely on behalf of 

6 Q. I ' l l  take that back. 6 Summit Trust Company? 

7 A. (The w itness complies.) 7 A. 
 Without trying to put it in exact numbers, 

8 

9 


Thank you. A n d  t o  your knowl edge, that 8 certainly the vast, vast majority of everything 
assistance in m anaging that fund doesn't go 9 with the exception of what they call Trust 


1 0  of the DFA and the ETF and the other th ings that 1 0  
1 1  have a lready been establ i shed through Summ it? 1 1  
1 2  A .  That would b e  my understanding as the way 1 2  
1 3  it was when I was there. 1 3  
1 4  Q .  Okay. 1 4  
1 5  A .  Yeah . And th is  i s  just - - th is  i s  my  1 5  
1 6  opinion, so my opinion wou ld  be somebody 1 6  
1 7  e stab l ishing a trust is not -- i s  not interested in 1 7  
1 8  h aving the l i ab i l ity as a trustee of  something 1 8  
1 9  lacking going on w ith the money. 1 9  

Counselors Network. 
Q. Uh-huh. 
A. I wasn't compensated out of that, but yes, 

yes. 
Q. Okay. And so why was the arrangement or 

why was your employer Brown Investment Advisors? 
A. I don't know. I have an opinion. I could 

offer that. I don't have any facts. My opinion 
was, Summit Trust did not have the income to do it 
when it was first started. 

Okay. 2 0  Q. Okay. Doesn't this suggest, though, 

2 1  (SEC Exhib it No. 65  was 2 1  Exhibit 65,  in your employment situation, the sort 
2 2  marked for identification.) 2 2  of considerable overlap between Brown Investment 
2 3  
2 4  

BY MR.  MARTIN :  
Q .  I ' m  going to hand you what's been 

2 3  
24  

Advisors and Summit Trust Company? 
A. I don't know -- I don't know that to be 

2 5  identi fied as Exhibit 6 5 .  Exh ibit 65 is a 2 5  true. I -- I d idn't consider them to be two 
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1 d ifferent s leeves of the same shi ti for analogy. 1 Q. And we' l l  talk about this later, but also 

2 d idn't consider them to be there . I considered 2 with the Arete investment; is that correct? 

3 them -- what I knew i t  to be, which was a 3 A. To the best of my knowledge, no. 

4 preexisting organization that had been establ ished 4 Q. They didn't -- they didn't? Okay. 

5 back in the -- maybe the late '80s. I 'm not sure. 5 A. No. The relationships -- if I can expand 

6 Q .  Right. 6 that. 

7 A .  And that -- whi le  it was -- whi le  I 7 Q. Yeah. Absolutely. 

8 believed, my focus w ith was w ith Summit Trust. 8 A. The relationships of Arete all came out of 

9 Q .  Right. 9 Summit Trust, but I don't know of anybody that 


1 0  A .  At least most of it, the vast, vast 1 0  Summit Trust, after I left, spoke to about Arete. 
1 1  majority of it was. 1 1  Q. Okay. 
12 Q. Did you -- d id you understand or see George 12  A. I mean, I would have known because, you 
1 3  Brown and/or Kevin B rown engaging in, generally, 1 3  know, they would have -- they would have wanted me 
1 4  investment advis ing kind o f  activ ity i n  the context 1 4  to clarity some things o r  whatever. 
1 5  of Summit Trust Company? 1 5  Q. Let me ask the question this way :  You 
1 6  A. I saw them engage in an activity where they 1 6  mentioned before that there were workshops or 
1 7  would be educating advisors, e ither l i fe insurance 1 7  seminars that Kevin Brown and George Brown put on 
1 8  agents, registered investment advisors, independent 1 8  from Summit Trust related to the ETF investment and 
1 9  advisor representatives and so fmih, about the 1 9  the DF A investment and so on and so forth; is that 
2 0 benefits of a trust company. 2 o correct? 
2 1  Q .  Okay. 2 1  A. Yes, sir. 
2 2  A .  And why that would help sol idity thei r  2 2  Q .  Did they ever put on seminars or workshops 
23  c l  ient re lationsh ips, spec ifically because if your 2 3 related to the A rete investment? 
2 4  c l  ient has investment money other p laces, you 2 4  A. 
2 5 counsel for that. Where 2 5  into more of the meat 
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1 i f  it's inside Summit Trust, and what's going on 1 of that in a minute, but I j ust want to  make sure I 

2 here, you'l l  know what's -- what's going on. 2 understand the d ist inctions here. 

3 U nless you're a Merri l l  Lynch guy, then you don't 3 A. Yes. 

4 know what you're doing anyway. 4 Q. A l l  right. I ' l l  take 65  back. 

5 Q. Right. 5 A. (The w itness compl ies .) 

6 A .  S o  that's -- I bel ieve that's the answer to 6 Q .  Thank you. At some point, you executed a 

7 your question. 7 consulting agreement between yourse lf  and Summit 

8 Q. But weren't they a lso adv is ing these same 8 Trust; is that correct? 

9 advisors, be it insurance agents or registered reps 9 A.  The independent trust consultant, yes. 


1 0  or registered investment adv isors about investment 1 o Q. Okay. Was that before or after you had 
1 1  oppotiun ities? 1 1  establ ished a relationsh ip or became aware of 
1 2  A .  They would make them aware o f  some of 1 2  A rete? 
1 3  th ings, correct, that had come to them.  1 3  A. Before. 
1 4  Q .  Okay. Includ ing -- but including also the 1 4  Q .  Before? 
1 5  ETFs that they had des igned, correct? 1 5  A.  Yes .  I had one, I don't know how many 
1 6  A .  Yes.  I bel ieve that's true. 1 6  years ago, four or five years ago, but it wasn't -
1 7  Q .  And the DFA portfo l io? 1 7  it  was in my name specifical ly .  It did not mention 
1 8  A .  Cetia in ly the DFA portfo l io .  1 8  the Cromarty Group. 
1 9  Q .  Okay . And then also t o  your knowledge,  1 9  Q. Okay. 
2 0  Paul-E l l is and Capital W indows, correct? 2 o A.  And I thought that s ince I was - - that I 
2 1  A .  I don't know that they d id it w ith 2 1  was going to be using the Cromatiy Group, I should 
2 2  Paul-El l is ,  but I know they d id  i t  w ith  Capital 2 2  have one specific to the Cromatiy Group. 

W indows. 
 Q.  Okay .  So prior to executing an independent 

2 4  Q .  Okay. 2 4  trust consulting agreement w ith Summit as -- as the 
2 5  A .  B ecause I was at two events where d id .  2 5 d/b/a of the 
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1 A .  Uh-huh. 1 Q.  Okay. Yeah. He may have fa l len i nto your 
2 Q. -- you had executed one individually - 2 lap, but sti l l  you got credit for it? 
3 A. Yes, sir. 3 A .  Yes. So  to speak, yes. 
4 Q. -- in your name? 4 Q.  Okay. All  r ight .  The i ndependent trust 
5 A. Yes. 5 consultant agreement between you as the Cromarty 
6 Q. Okay. And when did you execute that 6 G roup -
7 
8 
9 

consulting agreement? 
A. I would only be guessing at the date, 200 8, 

maybe something along that l ine. 

7 
8 
9 

A .  Uh-huh. 
Q.  -- and S ummit Trust Company was entered 

i nto after you h ad establ ished a relat ionship with 
1 0  Q .  Okay. And that was separate and apart from 1 0  Arete; i s  that correct? 
1 1  your employment with the Brown Investment 1 1  A .  I t  certa in ly was after I knew of Arete. 
12  A. That's correct, yes. 1 2  Q.  O kay. 
1 3  Q. Okay. And what was the purpose of that 1 3  A. Yes. 
14 consulting agreement? 1 4  Q .  Was  i t  entered i nto i n  contemplation, i n  
1 5  A. I think it had several purposes. One would 1 5  large part because of  your relationship with A rete, 
1 6  have al lowed them to compensate me for that little 1 6  or because your know ledge of Arete? 
1 7  case I had up in -- with a gentleman in Alaska who 1 7  A .  No, no, no .  
1 8  called in to Summit Trust. 1 8  Q.  Okay. What was the purpose of entering 
1 9  Q. Okay. 1 9  into that? 
2 0  A. The other was they wanted to build a 2 0  A .  I sti l l  wanted t o  develop the attorneys 
2 1  network of independent trust consultants - 2 1  that I thought invested a lot of t ime in over the 
22  Q. Uh-huh. 2 2  years -
2 3  A. -- and they thought everybody -- you know, 2 3  Q. Okay. 
2 4  they thought I should be one. That would have been 2 4  A. -- who I thought would develop trust 
2 5  a l ine. 

Page 126  
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1 
2 

Q. O kay. 
A .  I 'm -- I rep -- I represent -- I 'm a trust 

1 
2 

them. 
Q. Okay. 

3 consu ltant. I mean, and I am.  They actual ly  had, 3 (Previously marked SEC 
4 I think, a number of them who -- who filtered that 4 Deposition Exhibit 50 was 
5 k ind of paperwork. I couldn't te l l  you how m any. 5 referenced.) 
6 Q.  Based on that independent consult ing 6 BY MR. MARTIN: 
7 agreement that you entered i nto i n  about 2008 - 7 Q. Let me hand you what's been previously 
8 A .  Uh-huh. 8 identified as Exhibit  50. 
9 Q. -- other than the compensation related to 9 A. Okay. 

1 o the gentleman from A laska - 1 0  Q. Exhibit 5 0  i s  a multipage document. It 
1 1  A .  Uh-huh. 1 1  goes from SEC-SUMMIT-E5 through 1 0. 
1 2  Q .  -- d id you earn any other compensation 1 2  D o  you recognize Exhibit  50? 
1 3  re lated to that agreement that you had w ith 13  A.  Uh-huh. I do. 
1 4  Trust, that consulting agreement? 14 Q. And what i s  it? 
1 5  A .  Other than the c l ient in A laska, to the 1 5  A .  That's the -- the i ndependent trust 
1 6  best o f  my knowledge, noth ing. 1 6  consult ing agreement that was entered into with 
1 7  Q.  Okay. So it  was in  p lace w ith the hope 1 7  Summit Trust and the Cromarty Group .  They would 
1 8  that you would b e  able to develop those 18  not put the Cromarty Group on  there unless they 
1 9  relat ionships,  but it doesn't sound l ike that 1 9  have my name there. 
2 o actua l ly happened? 2 0 Q. Okay. If you look, you see the Bates 
2 1  A .  I t  d idn't actua l ly happen, no. 2 1  numbers o n  the bottom right-hand corner, if  you 
2 2 Q. Okay. Except in the one instance with the 2 2  Jook at 07. 
2 3  guy in  A laska? 2 3  A .  Okay. 
2 4  A. He put an X, I d idn 't develop this .  He  2 4  Q .  I s  that your s ignature o n  the bottom right? 
2 5 j ust came to the com 2 5  A .  I t  is .  
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1 Q .  So  that's where you actua l l y  executed thi s  
il 1 A .  A l l  right. I would have been able, and I 


2 document? 2 was hopefu l  of  generating referra ls  on trust 
! 
3 A .  Yes. 3 administration fees  fro m  attorneys who were 

4 Q .  And d id  you execute it on o r  about the 20th 4 establ ishing trusts. 

5 d ay o f  June 20 1 2? 5 Q .  O kay. Okay. 

6 A .  I thought that was done q uite a b it prior 6 A .  A n d  a t  that particular moment, that was 

7 to that in my  m ind . 7 rea l ly  al l  I was considering. 

8 Q .  Uh-huh.  8 Q .  Okay. In relation to the A rcte 

9 A .  B ut that's what's fi l led in at the top. 9 investment -

1 0  Q .  Okay. 1 0  A .  Uh-huh .  
1 1  A .  So I don't know. I thought that was done 1 1  Q.  - - what was contemplated that you cou ld 
1 2  maybe back in Apri l ,  but it's poss ib le  it could be 1 2  refer or  coul d  do  with Summit Trust Company in 
1 3  u p  in June .  1 3  terms of Arete? 
1 4  Q .  O kay. Do you h ave any reason to d i spute it 1 4  A. We l l ,  I wasn't going to be compensated for 
1 5  was executed in about June  o f 20 1 2? 1 5  anything that -- that Summit Trust d id  in  
1 6  A .  N othing that I could verify .  1 6  rel ationship to  Arete. 
1 7  Q .  O kay . I noticed in  the -- in  the m idd le  o f  1 7  Q. O kay. 
1 8  the first page of  Exhib it 50  -- 1 8  A .  They agreed t o  charge 5 0  basis points a 
1 9  A .  U h-huh.  Uh-huh . 1 9  year for the separate ly m anaged account that I 
2 0  Q .  -- it says :  To not engage in providing 2 o supposedly created for A rete. I was not supposed 
2 1  investment advice relevant to the I nvestment 2 1  to, nor d id  I ,  receive any of those 50 basis 
2 2  Advisors A ct of  1 940. 2 2  points. A ctua lly ,  the C romarty Group paid the 5 0  
2 3  I s  that part of  your consu lting agreem ent 2 3  basis po ints . 
2 4  to not engage in such activ it ies? 2 4  Q. Okay .  From Summit? Compensated from 
2 5  A .  Where i s  that, s ir? 2 5 Summit to  you?  

Page 1 3 0  Page 132  

1 Q .  It's the thi rd paragraph down under, 1 A. No. The Cromarty Group paid when the 

2 "Witness said ."  2 cl ient establ ished the account -
3 A. Okay. 3 Q. Okay. 

4 Q. It says -- it says: And to not engage in 4 A. -- the Cromarty Group paid out of what we 

5 providing investment advice relative to the 5 received, the 50 basis points to Summit Trust. 

6 Investment Advisors Act of I 940. 6 Q. Okay. Let's back up -

7 A. Yes. 7 A. Okay. 

8 Q. That's explicitly something you're not 8 -- a second so the record's clear here. 

9 supposed to be engaged in? 9 An Arete investor -- or there's an investor 

1 0  A. That's right. 1 o who wants to invest in Arete. 
11 Q. What -- what are you to be engaged in in 1 1  A. Uh-huh. 

1 2  this consulting agreement? What, as you understood 1 2  Okay. And he's going to use Summit Trust. 

13  the consulting agreement, what were you supposed to 13  A. Uh-huh. 
14  be doing? 1 4  Q. Okay. Let's just say hypothetically it's a 


$ 1  00,000 investment. Okay. Let's walk through how 
A .  Wel l ,  I could have done a number o f  things. 
1 6  I could have referred cl ients of mine to Summit 1 6  that investment works and who's getting 

1 7  Tru  1 7  compensated. 

1 8  Q .  Uh-huh. 1 8  A. Okay. 

1 9  A .  I couldn't have given them investment 1 9  Q. Al l  right. 

2 0  advice, but I could have referred them as any other 2 0 A. The cl ient would -- the advisor - 


2 1  l ife l icensed agent could have done. 2 1  Insurance agent or whomever? 

2 2  Q. Right. And then they would have given 2 2  A. Correct. Correct. Could have been IRA. 
2 3  investment advice? 2 3 Could have been just an insurance agent. In 


A. That's right. discussing multiple opportunities for what someone 

2 5  Q .  At Summit Trust. Okay. 2 5  could do with their money, would discuss the Arete 
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1 offering. 1 A. Okay. The cl ient would then be given the 
2 I never spoke to any investors. So  the 2 -- the offering, the private opportunity, whatever 
3 relationship was designed to be with the credited 3 the title was on the top of it -
4 investors only, and rel ationships that were mature. 4 Q. Right. 
5 That meant, you know, longstanding with the 5 A. -- with the instructions, with the 
6 adv i sor, not somebody they j ust came across at a, I 6 explanations in there to be discussed, and then to 
7 don't know, at a party somewhere. 7 consider whether they wanted to proceed with that. 
8 Q. And who -- from whose d irection was it 8 If  they wanted to proceed, then they needed to fi l l  
9 longstanding and accredited investors? 9 out the custodial forms with Summit, open the trust 

1 0 A. In other words, the -- first of a l l ,  the 1 o account, transfer the money from the existing 
1 1  investor had to be an accredited investor. The 1 1  custodial o r  existing place to Summit Trust and 
1 2  advisor had to have a longstanding relat ionship 1 2  instruct Summit Trust what to d o  with the money. 
1 3  w ith the accredited investor. 1 3  Q. Okay. So who's being compensated in that 
1 4  Q. Right. And at whose direction was that? 14  chain of  events and how? Again, hypothetically 
1 5  Who was directing? 1 5  let's say it's a $ 1  00,000 investment. We' l l  use 
1 6  A .  That would be done that way? 1 6  round numbers. 

Q .  Y cah. 17 A. Mr. Snisky determined that the cl ient -
A .  M r. Snisky .  181 8  
 the advisor would be  paid 5 percent. 


2 0 

Q .  Okay. And d id he explain why? 1 9  Q. Okay. From who? 
A .  Wel l, I bel ieve -- I bel  ieve it was 2 0 A. Wel l ,  it ended up being from the Cromarty 


2 1  explained that because they were fil  ing a Reg D 2 1  Group. He was -- he was to pay the Cromarty Group. 
2 2  offering, and I 'm not an -- certain ly not a expert 2 2  Q. Who? 
2 3  in Reg D's, it needed b e  to an accredited investor. 
 A. Mr. Snisky, I apologize. Mr. Snisky was to 

2 4 And the investor had to se lf-direct. The 2 4  pay the Cromarty Group. 
2 5 investor had to make the choice to do th is .  And it 2 5 How much? 

Page 134  Page 1 3 6  

1 was  h is  -- I bel  ieve i t  was  h i s  opinion a t  that 1 A .  H e  was going t o  p ay u s  7 percent. 
2 point that in order for that to be fac i l itated, you 2 Q. So  in  this instance, in o ur hypothet ica l ,  
3 would have had to have known the c li ent  for a 3 $7,000? 
4 period of  t ime or they wouldn 't have any reason to 4 A. Correct. 
5 consider any of the things that you would be, you 5 Q. Okay. A l l  r ight .  A nd then in turn the 
6 know, educating them on. 6 Cromarty Group would pay the advisor? 
7 Q .  Okay. And that was an instruction that 7 A .  Would pay the advisor 5 percent. 
8 Snisky gave you? 8 Q.  O kay. 
9 A .  He gave it to the four or five people that 9 A .  A n d  would pay the 50  basis points ongoing 

1 0  were trained by, you know, trained to do th is  or 1 0  to S ummit Trust. 
1 1  explained the opportunity to them. 1 1  Q.  Cromarty would? 
1 2  Q.  The advisors? 1 2  A .  Correct. 
1 3  A .  That's correct. 
 Q. 
 Or the half percent? 


A. Yes. 
1 4  Q .  Or the sel  lers? 

1 5  
 A.  Wel l ,  yes. 
 Q. Yes.  Leav ing Cromarty 1 .5 ?  

1 6  Q.  Are introduced to -- 1 6  A .  Correct. 

1 7  A .  Or whatever they're cal led , yes.  1 7  Q. Okay. And did that remain true? W as that 

1 8  Q.  A l l  right. Okay. But people l i ke 1 8  consistent? 

1 9  Mr. Tomich, for example? 1 9  A. It was.  

2 0  A .  R ight. 2 0  Q.  Okay.  Any other fees  o r  compensation at 

2 1  Q.  And this i s  what you heard him say or how 2 1  al l  assoc iated w ith the Arete i nvestment? 

2 2  do you know that he  told them this? 2 2 A. No, no .  

2 3  
 A .  I heard him say it . 
 Q.  Okay. D id  you understand what the  source  

2 4  
2 5  

Q.  Okay. A l l  r ight. I 'm sorry to interrupt, 
but let's -- we' l l  from there. 

2 4  
2 5 

of  Mr .  S nisky's 7 percent was? 
A .  I be l i eved, I don't know i f  I was 
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1 spec ifica l ly told this . I bel ieved, i t  was from 

2 assets that Arete had . 

3 Q .  Okay. 

4 MR. MARTIN : Let's go off the record at 

5 1 1  : 1  5 .  

6 (Whereupon, a lunch recess was taken at 

7 1 1  : 1 5  a .m.)  

8 (Whereupon, the proceedings resumed at 

9 1 2 : 0 1  p .m . )  

1 0  BY MR. MARTIN : 
1 1  Q .  Let's go on the record at 1 2  : 0 1  p .m.  
1 2  W e  were o ff  for our lunch break. And whi le 
1 3  w e  were o n  the break, there were n o  substantive 
1 4  conversations between the staff and the witness; i s  

1 6  A .  Yes, sir .  1 6  
1 7  Q .  So you have in  front of you Exhibit  50, the 1 7  
1 8  I ndependent Trust Consultant Agreement between 1 8  
1 9  Summit Trust Company and J .  Doug Scott d/b/a the 1 9  
2 o Cromarty Group. 2 0 
2 1  What -- you described earl ier the type of 2 1  
2 2  consulting you contemplated entering into th i s  2 2  

2 4  A .  Uh-huh. 2 4  
2 5  Q .  Were you ever able to successfu l ly engage 2 5  

Page 1 3 8  

1 i n  any consulting and receive any fees? 1 
2 A. No, sir. 2 
3 Q. Okay. You didn't receive any fees pursuant 3 
4 to this contract? 4 
5 A. No. Except we discussed the one cl ient in  5 
6 Alaska which was prior to this. 6 
7 Q. Okay. 7 
8 A. Which was actually under the old 8 
9 independent trust consulting agreement. 9 

1 Q .  I n  Schedule B ?  

2 A .  I n  Schedule B ,  they took m u lt ip le  employer 

3 plans. That was one of  the th ings that I wanted to 

4 do. I was cu lt ivat ing a re l at ionsh ip with a se lect 

5 group of advisors. That's what they worked i n, 

6 m u lt ip le  employer p lans .  

7 Q .  Uh-huh .  

8 A .  S o  that 's  why that l anguage i s  i n  there. 

9 Thi s  was a lmost l ike  specifical ly for the stuff ]  


1 0  was doing .  
1 1  Q .  O kay. A l l  r ight .  Thank you .  We left off 
1 2  before you were ta lking about the compensation 
1 3  re l ated to the A rete i nvestments. And then I want 
1 4  to fol low up with that and make sure that I am 

1 5  that correct? 
 understand ing  the -- the percentages accurately .  

l f  l 'm understand ing  correctly, Summit was 

to be  pa id  . 5  percent commi ss ion or fee by -
A .  Custod ia l  fee ,  annual custod ia l  fee .  
Q .  Okay .  A n d  that was t o  be paid rea l l y  by 

S nisky through C romarty G roup? 
A. That's correct. 
Q. Okay. And now Kevin B rown stated that 

2 3 
 agreement. 
 Summ it did not co l lect those funds? 

A .  D i d  not co l lect those fees? 

Did not co l l ect those 	 is that 
Page 1 4 0  

accurate? 
A. They did col lect some of the fees, yes. I 

think there were two different checks paid to 
Summit. It m ight have been a total of $ 1  ,700 or 
$ 1  ,600. I -- it's two different checks that I know 
went through there. 

Q. Okay. 
A.  There was a third one actually due to be 

sent, but when things kind of went south, I d idn't 
Q. Okay. Is Exhibit 50 sti l l  i n  effect today? 1 0  move any other money over there. 
A. Yes. They -- they have -- Summit has 1 1  Q. Okay.  

several different types of agreements. One for 1 2  (SEC Exh ib i t  No. 66 was 

1 3  registered investment advisor. One for l ife 
 marked for identification.) 

1 4  insurance only, and one for what they call a 1 4  BY MR. MARTIN
Â: 

1 5  solicitor. 
 Q. I 'm going to hand you what's been 

1 6  Q. Okay. 	 1 6  
 identified as Exh ib i t  66. Exhibit 66 is a one-page 


document, Bates SEC-SUMMIT- E l  02. And it's an 
A. Somebody just says, here's somebody, you 

1 8  might want to get a hold of them. 	 1 8  
 e-mai l  dated January 7, 20 1 3  , from you to a 


Q. Okay. And are you actively pursuing any of 1 9  Charlotte@moneymethods .com and a 
this work as a consultant tor Summit Trust 2 0 Matt@moneymethods.com, copied to Kevin Brown. 


2 1  A. Not very actively, no, to be candid. 2 1  A. Uh-huh. 
2 2  Q. Okay. 2 2  

A .  Can I add -- can I add one thing here? 

Q. Do you recognize Exhibit 66? 

A. Yes. 


Q .  Sure. Absolutely. 	 2 4  Q. F irst of a l l, who are Charlotte and Matt? 
A.  These -	 2 5 - A. Char lotte and Matt are two 
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1 i nvestment advisors, somewhere in the south pmt of 1 A.  That's con·ect. 
2 the country. I 'm not sure whether it's North 2 
 So any . 5  percent that Summit would have 

3 Carol ina, South Carol ina, Georgia. I never met 3 
 earned through Cromarty from Snisky, would have 

4 them. 4 
5 Q. Okay. 5 
6 A. Somehow they were introduced to Gary, not 6 
7 by -- not through anything I kne>v. And he asked me 7 
8 to have a phone cal l with them, which 1 did .  And 8 
9 then I di rected them to Summit, to Kevin, to have a 9 

1 o phone cal l to explain things maybe more thoroughly 1 o 
1 1  than I could explain them. 1 1  
1 2  Q. Okay. 12 
13  A. And this was a response, I guess, from 1 3  

been in addition to these fees? 
A. Well, it's possible, but this appears to me 

to be something tota l ly unrelated to Arete. 
Q. Okay. Al l  right. 
A. So that she had to pay them herself. 
Q. Right. But it is conceivable that an Arete 

investment could have been part of this and then 
that .5 percent would have been in addition to 
these self-directed fees? 

A. No. Because the custodial fee for Arete 
that. 
 was a flat 50 basis, 50 -- . 50. 


1 5  Q. So what's the purpose of this e-mai l then? 

16  A. To clari fy -- she was opening up accounts 

1 7  for herself. 

1 8  Q. Okay . 

1 9  A .  Charlotte, and she wanted to know every -
2 0  what al l  the fees were. So it was a $75 account 

2 1  establishment fee and then i t  would have been four 

2 2  times 6 1 .25 .  

2 3  Q. Okay. And were these the standard fees for 

2 4  each of the individuals i n  the Arete investment? 


15  Q. Okay. 
1 6  A. So there wasn't anything else. There 
1 7  wasn't any opening an account establ ishment fee. 
1 8  This would have -- look -- this, from the fees, 
1 9  would have been something she was going to do with 
2 0  Summit that had nothing to do with Arete. 
2 1  Q. Okay. And in directing her to Summit -
22 A. Uh-huh. 
2 3  Q. -- did you get compensated in any way for 
2 4  this? 

A. No, no. 
2 5 A .  I bel ieve so. 
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1 Q .  But  these were s imply the  custod ia l  fees? 1 Q. Okay. Wel l ,  why -- what was in th is for 

2 Because what I 'm not understand ing here i s  any 2 you then? 

3 percentage connection. 3 A. Gary asked me to do it. 

4 A .  That's correct. Th is i s  -- the account 4 Q. Okay. And to your understanding d id -- was 

5 that she was opening, I 'm not even sure this was 5 Gary going to benefit? 

6 going to be an Arete-directed investment. She  was 6 A.  Not from -- not from th is ,  I don't believe 

7 opening a se lf-directed account there for some 7 he would have, no. 

8 purpose, because she -- it m ight have -- it m ight 8 Q. Okay.  

9 have been a OF A s ituation. I 'm not sure at th is  9 A .  When I spoke w ith Charlotte, and her  son, 


1 0  point to even remember. 1 0  Matt, on the phone -
1 1  Q.  Okay. 1 1  Q. Uh-huh. 
1 2  A .  So the 6 1 .25  is c learly 250  a year. 1 2  A .  - - they asked me about other things that 
1 3  Q .  Right. 1 3  Summit had. And so this looks to me as it m ight 
1 4  A .  So  I 'm not sure why the second year wou ld  1 4  have been even a very smal l  -- wel l ,  it's 
1 5  have been 8 1 .25 ,  and the fi rst year i s  6 1 .2 5  a 1 5  self-directed, so it's an IRA. I t  wou ld have been 
1 6  q uarter. 1 6  a very smal l  account that she was opening, a very 
1 7  Q . B ut th is  i sn't necessar i ly  A rete-related? 1 7  basic account. 
1 8  A .  I don't know that th is spec ific e-ma i l  was 1 8  Q. Okay .  

addressing Arete. 
 A.  B ut there was  no compensation in thi s  for 

2 0  Q .  Okay. Were there separate fees for a 2 0 me, and I don't think anything for Gary because it  
2 1  self-directed -- 2 1  would have been a d ifferent schedule.  
2 2  A .  Yes. 2 2  Q. Okay. When did you first meet Gary Snisky? 
2 3  Q . -- account? 2 3 A .  

A .  Yes, yeah. 

I first met  Gary in -- are you talking 


face-to-face? 

2 5  And these were those fees? 2 5  Q. Wel l ,  in in when did 

3 6  ( Page s 1 4 1  to 1 4 4  ) 
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1 first communicate? 1 
2 A. I believe I was first introduced to Gary in  2 
3 July or August of 20 1 1 ,  one of those two months. 3 
4 Q. Okay. And in  what circumstances? 4 
5 A. A gentleman that I knew in this  area, knew 5 
6 Gary. 6 
7 Q. What was his name? 7 
8 A. Steve Tabb. 8 
9 Q. Okay. 9 

1 0 A. And I had been out to meet with Steve 1 0  
1 1  before as it related to Summit Trust and an 1 1  
1 2  educational program that h e  was involved in. And 1 2  
1 3  h e  cal led me and asked m e  if Summit Trust did 1 3  
1 4  charitable, d o  they d o  any charitable trusts? And 1 4  
1 5  I said, yes, they do. They administer, I don't 1 5  
1 6  know how many, but they have some. And he said, I 1 6  
1 7  want to introduce you to this guy, Gary Snisky, and 1 7  
1 8  s o  forth and s o  on. So we had three o r  four 1 8  
1 9  conversations -- 1 9  
2 o Q. U h-huh. 2 0  
2 1  A .  -- over the phone. H e  showed me over the 2 1  
2 2  phone i n  a webinar -- 2 2  
2 3  Q .  This i s  Snisky? 2 3  
24  A .  This i s  Gary Snisky. Gary showed me  2 4  
2 5 the -- of certain bonds and how 2 5  

Page 1 4 6  

1 could accelerate the principal repayment through a 1 
2 technique. I 'm not sure what it was cal led. 2 
3 I met with Kevin and said to Kevin that he 3 
4 would l ike to do this with Summit. And I 'd l ike 4 
5 you to take a look at it to see if you're okay with 5 
6 it. 6 
7 Q. Okay. Let's slow down for just a second. 7 
8 When you first begin communicating with Gary 8 
9 Sn isky, what d id he te l l  you about himself? 9 

1 0  A.  He told me he worked at Mason H i l l .  1 0  
1 1  Q. Uh-huh. 1 1  
1 2  A .  M entioned a gentleman, I -- I don't 1 2  
1 3  remember h is  name, who apparently took him under 1 3  
1 4  h is  wing to teach h im certain things. 1 4  
1 5  Subsequent to that, he worked on a project 1 5  
1 6  somewhere in the state of N ew York developing, I 1 6  
1 7  don't know if it was a golf course or country c lub, 1 7  
1 8  some type of situation .  1 8  
1 9  H e  then said he was in, I think somewhere 1 9  
2 0 in Wisconsin for three or four years. That may 2 0  
2 1  have been where this -- where this project was. 2 1  
2 2 I 'm not sure now. At which time I think he left 2 2  
2 3 New York after 91 1 1 .  H i s  wife was -- did not want 2 3  
2 4 to be around . 2 4  
2 5 And he was in W isconsin for a of 2 5  
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years. I don't know if  he  said he was doing this 
project or  not,  to be frank at this point .  But  he  
d id  mention a project h e  was  working on.  Then he  
moved to Cal  -- to Colorado .  I th ink he had fami ly  
here. D id  real estate projects and  - - bu t  when he  
was working on the  desk, as he  ca l led i t  a t  Mason 
H i l l ,  he  learned some of these things and -- and 
characterized i t  as the same type of strategy the 
insurance companies use when they bu i ld  their 
portfo l io  for the annuities as they take money i n  
from c lients t o  invest. 

You know, not that that's an annuity, but 
that's what they would use the monies. Use some 
terms, I 'm not sure if I c an pu l l  them out of my 
head right now, so -

Q .  I mean, d id he -- d id he  describe -- are 
these a l l  conversations on the phone at this point? 

A. Yes, sir. Yes. 
Q. Okay. And this i s  al l i n  mid to l ate 20  1 1  ? 
A .  Yes. I was a n  employee o f  Summit  Trust. 

Everything I was doing had to be, so to speak, 
through their -- you know, with their perm ission. 

Q .  	 Okay. 

(SEC Exhibit  No.  67 was 

marked for identification.) 


Page 1 4 8  

BY MR. MARTIN: 
Q .  I ' m  going t o  hand y o u  what's been 

identified as Exhibit 67. Exhibit 67 are three 
pages of what appear to be handwritten notes. 

A. Yep. 
Q. And the Bates number is SEC-JDSCOTT-P 1 8  

through 20. 
Do you recognize Exhibit 67? 

A. Yes, I do. 
Q. What are they? 
A. Those are notes that I was taking on one or 

more of your phone conversations. 
Q. W ith Mr. Sn isky? 
A. W ith Mr. Sn isky. 
Q. And is this your handwriting? 
A. I t  is. 
Q. Okay. Are these notes -- do these notes 

reflect the conversations you had with Mr. Snisky 
during that period of time in m id to late 20 1  1 ?  

A .  Yes. 
Q. Okay. I'd like to you look through your 

notes in Exhibit 67, and see if it refreshes your 
recol lection i n  regard to what you were told by 
Mr. Snisky during that period of time. 

A.  Yes. These were two d ifferent 

3 7  ( Pages 1 4 5  t o  1 4  8 )  
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1 conversations, because some o f  the notes are repeat 1 purchases of  some Ginnie Mae bonds? 

2 of the other stuff I took, so -- 2 A. Said he had purchased some Ginnie Mae 

3 Q. Okay. But are they relatively 3 bonds. 

4 contemporaneous conversations? 4 Q. As part of the Arete investment? 

5 A. Yes. 5 A. 
 Did not say that. Did not say that. 


Within a week or two? 	 6 Q. Okay. Did you assume that? 

7 A. Probably, yes. 	 7 A. 
 Yeah. I bel ieve I did .  I bel ieve I did. 


And this was all roughly July or 8 Q. Let me -- let me put i t  this way : When you 

9
August 20 1 1 ?  
 first stmted communicating with Mr. Snisky, did 


1 0  A. Thi s  might have been closer to September, 1 0  
1 1  October. 1 1  

-1 2  Q. Now I - would  you walk me through your 1 2  
1 3  notes here? I can read your handwriting to some 1 3  
1 4  extent, but I 'd appreciate understanding what 14  
1 5  the -- 15  
1 6  A. He went to UNL V, played football there. I 16  
1 7  don't know what Pace University -- I don't remember 17  
1 8  what Pace University is .  18  
1 9  Q. I noticed that b i t  about an institutional 1 9  
2 0  trader. 2 0  
2 1  Did he represent to you that he was some 2 1  
2 2  kind of an institutional trader? 2 2  
2 3  A. No. He said at Mason H i l l .  I think they 2 3  
2 4  were institutional -- they did institutional 24  
2 5  2 5  

Page 1 5 0  

you have an understanding that this Arete 
investment was up and running? 

A. I did have an understanding that the model 
that he was going to use, he'd already -- he'd 
already been doing it. 

Q. Okay. And doing it  with real investor 
funds and real returns and so forth? 

A. Yes. 
Q. Okay. 
A. That's how I understood it. I don't know 

i f  I remember a specific conversation where he said 
it, but that was what I understood it to be. 

Q. Okay. But keep walking me through your 
notes, that would be great. 

A. 	 He said that instead of how an insurance 
the bonds and know, I ,  

Page 152  

1 
 Okay. 	 1 1 - 1  /2 percent to  the cl ient, he  said they - - what 

2 A. And he talked about working on the desk. I 2 
3 remember -- I d idn't write that, but I remember h im 3 
4 saying he was working on the desk at  Mason H i l l .  4 
5 Q .  Okay. 5 
6 A .  And they d id lots of th ings there. They 6 
7 were private p lacement as opposed to institutional 7 
8 type stuff. He said he  was l icensed -- he was a 8 
9 l icensee of B loomberg. There's l ots of l icensees 9 

1 0  of B loomberg, but he  did say he was a l icensee of 1 0  
1 1  B loomberg. He did -- these notes s ay he  was able 1 1  
1 2  to work from desk-to-desk. 1 2  
1 3  Now, I 'm try ing to recal l  exactly what he 1 3  
1 4  meant that to be. l think he meant that to be that 1 4  
1 5  he could purchase the bond d i rectly with the 1 5  
1 6  structure that he wanted, and communicate with 1 6  
1 7  anybody e lse that was on B loomberg d i rectly from 1 7  
1 8  desk-to-desk. I think that's k ind of the gist of 1 8  
1 9  it. 1 9  
2 0  Q. And d id he specifica l ly identify what kind 2 0  
2 1  of bonds he  was talking about purchasing? 2 1  
2 2  A .  G innie Maes. 2 2  

words  d id  he use here?  He said I can get the y ie ld 
or the coupon, not  the -- not the percentage it  
pays,  which m ight be 1 .8 ,  2 .2  or whatever i t  was.  
I can buy the y ield,  which in the models he showed 
on the screen were general ly  5 or 6 percent and 
some were even h igher. 

Q.  Okay. 
A .  And he  sa id  thi s  could  be done for a pool 

of investors, not a single -- you know, thi s  would 
be done. A single investor could not do what he 
was doing unless they were -- you know, unless i t  
was him. H e  couldn't -- they cou ldn't do i t  
indiv idual ly .  So  you can buy G innie Mae, but  you 
can't buy the -- the y ie ld .  You can buy the -
what i t  pays out, the interest. 

And so he was saying, I can pay -- I 'm 
summarizing. I can pay 6 percent back to the 
people, and probably 7 percent if  the money would 
remain in the program for ten years. 

I don't see thi s  -- I don't know what th is  
next -- i t  looks l i ke bank buys the bonds, but I 

Okay. Had he done s o  a lready? 
 2 3  
 can't be sure what that was. 

A .  I1e said h e  had. 	 2 4  He used the example of a company cal led 

He said he had? He said he made some 2 5  North American for Life Insurance. 

3 8  ( Page s 1 4 9  to 1 5 2  ) 
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1 Q.  Okay. 1 
2 A .  The acronym is NACOLAH. And he said 2 
3 he  knew that this was a model that they had been 3 
4 using. And I bel ieve, I believe he said that whi le 4 
5 he did not purchase the bond or help them purchase 5 
6 the bond, he worked with some -- he  had helped 6 
7 somebody using -- develop this strategy for them or 7 
8 for a company l ike North America. 8 
9 So he said it's -- it's almost l ike an 9 

1 0  annuity, but it's not. And he said, it's a h igh 1 0  
1 1  watermark. I 'm try ing to anecdotally reca l l  this. 1 1  
1 2  I f  they hold it for ten -- wi l l ing to hold, it 1 2  
1 3  should be ten years, not 1 0  percent, I think. 1 3  

1 5  A .  Or excuse me, I apologize. Wi l l ing to hold 1 5  
1 6  it for ten years, he could add an add itional 1 1 6  
1 7  percent as though that was l ike a -- l ike a bonus, 1 7  
1 8  l ike an annuity does. 1 8  
1 9  Q .  I f  investors could hold for ten years? 1 9  
2 0  A. That's correct. 2 0 
2 1  Q. A l l  right. 2 1  
2 2  A. He talked about m in imum should be really in 2 2  
2 3  the 1 - 1 /2 m i l l ion range. Three m i l l ion is a better 2 3  
2 4  way to buy the bonds. H e  talked about a doctor 2 4 
2 5  who -- I don't know where the doctor is -- in 2 5 

Page 154  

1 California, somebody, Irvine, California. 1 
2 Dr. Jonathan Lakey, who has some kind of clinic, 2 
3 something to do with diabetes research. And he was 3 
4 -- the doctor was interested in opening clinics, 4 
5 and Gary was interested in helping get these 5 
6 clinics going. 6 
7 Q. Okay. 7 
8 A .  He said the client could not own an 8 
9 interest in the bond. Summit could own an interest 9 

in the bond and they could have an interest in the 
Summit separately managed account, but the cl ient 
couldn't actually own the bond personally to get 
this type of yield. Five for self-directed IRAs 
and he talked about Entrust, who he had been using 

A .  Yeah. H e  said they d id  institutional 
trading there. 

Q.  Let me tel l  you. I have heard from other 
w itnesses that he has called h imse l f  -- excuse me, 
quote, i nstitutional trader, because of  his work 
w ith B loomberg and so  forth .  

A n d  d i d  you hear h i m  l abel h im se lf  that? 
A. No .  I th ink -- wel l ,  I th ink what he said 

was, he's able to do i nstitutional type trades.  
Q.  Uh-huh .  
A .  And he  needs t o  do  that through B loomberg, 

because he cannot -- again, th is is not written . 
This i s  just my  recol l ection. 

1 4  Q .  Okay . 
 Q. U h-huh. 

A .  H e  cannot structure -- you can't structure 

thi s  prepayment of principal over five or ten years 
w ithout going through that type of a -- of a 
format. 

Q.  Okay. 
A .  H e  said th is  i s  what annuities are, 

genera l ly insurance companies, agency bonds, 
corporation bonds and treasuries in  your portfo l io  
for their annuity products. 

So you talked about, you know, first, you 
know, That was h i s  

Page 1 5 6  

typ ical program. T h e  first five  years. I d on't 
remember what 2 percent drawn out means, to be 
frank. I don't remember w hat that was. 

But if peopl e  wanted to get out after the 
fifth year they could, but he  needed to recover 
someth ing if they d id  that. So there's the bonus 
of  1 0  percent. So it  would  look l ike i f  they put 
in  I 00,000, they had a 1 1  0,000, ju st l i ke what an 
annuity would do .  

1 0  Q.  Okay. 

1 1  A .  Prepaid principal t o  institutional s ide .  

1 2  So, again,  I have  the word "trader" there. So I 'm 

1 3  assum ing h e  -- if h e  d i dn't say he  was an 

1 4  institutional trader, he  u sed such expressions -


1 5  previously, and he was not happy about something 1 5  and this i s  what I 'm writing here. 
1 6  about Entrust. Whether it was either the paperwork 1 6  So he said after the s ixth year the c l i ent 


or the process, something was wrong with Entrust. 1 7  could pu l l  down their i nterest in a lmost perpetuity 

1 8  Q. So he wanted to switch to Summit Trust? 1 8  if they wanted to, but after ten years their m oney 
1 9  A. Correct. 1 9  would be l iqu id .  And I j ust have  these notes, you 
2 0  Q. Okay. 2 0  know, they're tr iple A paper. 
2 1  A. Last page looks l ike another conversation, 2 1  That's -- th is  -- th is  i s  some notes I talk 
2 2  Mason Hi l l ,  New York, you know, on Wal l Street. 2 2  about my  daughters swim meet down here.  That's 


was working with them for six years. 
 why -
2 4  Q. And, again, I noticed that institutional 2 4  Q .  That's o n  the second page? 
2 5  trader. 2 5 A .  Yeah . I d idn't th ink that w a s  

3 9  ( Page s 1 5 3  t o  1 5  6 )  
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1 to  - - I grabbed something when I 'm ready to  write 1 A. I do. 
2 someth ing down, so -- 2 
 And what is Exhibit 68? 

3 Q. Al l  right. So  you had these conversations 3 A.  That's my anecdotal recol lection of how l 

4 with M r. S nisky and took these notes. 4 was introduced to Gary, what he shared with me, and 

5 A .  U h-huh. 5 what l did with it. 

6 Q.  And I take it, then, you had a reasonably 6 Q. Okay. So you typed this up? 

7 decent b ig  p icture understandi ng of what this Arete 7 A. l did. 

8 i nvestment was? 8 Q. And you signed i t  on the second page? 

9 A .  The b ig  p icture? 9 A. I did. 


1 0  Q .  Yes. 1 0  Q. Okay. So if  you review the first paragraph 
1 1  A .  Yes. I would say the b ig p icture based o n  1 1  of Exhibit 68, does that capture these first 
1 2  what h e  told me. H e  was buying bonds. H e  was 1 2  communications with Gary and what you were told? I 
1 3  structuring them t o  accelerate the principal 1 3  mean, you've given me more detail today -
1 4  repayment over the first seven to ten years . 14  A. Yeah. 
1 5  He talked about that some of the  money 1 5  Q. -- but is that accurate in that first 
1 6  would g o  into the -- could potentia l ly g o  into the 1 6  paragraph? 
1 7  overn ight Fed Lend ing Program o r  something l ike 1 7  A. Yes. 
1 8  that. And -- 1 8  
 And so then you set up -- you set up a 

1 9  
 Q. No.  G o  ahead .  19  
 webinar for Kevin Brown to attend and Gary Snisky 

2 0  A .  That was - - that was another part of the 2 0  to attend too? 
2 1  acce lerated princ ipal ,  what he was going to do 2 1  A. Well, Gary set up the webinar and invited 
2 2  the money. And when I took i t  to Kevin, Kevin 2 2  Kevin, you know. l told -- Kevin had to be 
2 3  Brown, I said, Kevin, I ' d  l ike you t o  see what he's 2 3  involved i n  anythi ng, we couldn't -- you know, 
2 4  doing. So you can e ither say I th ink that's okay 2 4  there's nothing could be done without his 
2 5  o r  not. 2 5  
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1 Q .  Okay .  B ut you -- bu t  you  in troduced -- 1 Q .  Okay. And in  the course o f  that webinar, 
2 A .  I 'm  sorry. 2 d id Gary then repeat to Kevin what he had told you 
3 Q .  You i ntroduced th i s  to Kevin  -- 3 previously? 
4 A .  Yes.  4 A .  Yes, he  did. He  went through his M ason 
5 Q. -- after you had h ad a few conversations  5 H i l l  time and some other things he d id .  To my 
6 with Mr. Sn i sky? 6 recol l ection, Gary took a fai r  amount of t ime on 
7 A .  Probably after one, I mentioned it to 7 those phone cal ls to talk about what he had been 
8 Kev in .  8 doing in  h i s  l i fetime. 
9 Q .  Okay. 9 Q. Okay. Were there mult iple communications 

1 0  A .  B ecause that's what I wou ld  do  i f  someth i ng 1 o between Kevin Brown -- between Kevin Brown and 

1 1  was brought to m e, I would go to h im .  1 1  Gary Sni sky in  which you partic ipated? 

1 2  Q .  U h-huh. 1 2  A .  I would only know of two. 

1 3  A .  I had n o  power t o  make a choice.  1 3  Q. Okay. 

1 4  Q.  Right. 1 4  A. Two. 

1 5  A .  And then probably a fter I saw the webinar 1 5  Q. A webinar, yes? 

1 6  presentat ion, that's why I wanted to Kev in  t o  see 1 6  A.  Wel l ,  I think maybe even two webinars. 

1 7  . 1 7  Q. Okay .  

1 8  (SEC Exh ib it No .  6 8  was 1 8  A .  A webinar again .  I mean, there might have 

1 9  marked for identificat ion.) 1 9  been e-mai ls ,  but I 'm saying as far as -- I don't 

2 0  B Y  M R .  M A RTIN : 2 0  know that Kev in  spoke to Gary alone. It 's 

2 1  Q .  I 'm  going to put i n  front o f  you what's 2 1  possible, but he  probably wouldn't have done that. 

2 2  been identified as Exh ib it 68 .  Exhibit  6 8  i s  a 2 2  
 Okay. And when were these webinars? 

2 3  two-page document, typewritten.  I t 's  fro m  2 3 
 Late i n  20 1 1  , you  know, probably September, 

2 4  SEC-JDSCOTT-Pl  through 2 .  2 4  October. 

2 5  And do Exh ihit 68?  2 5 Q. Did,  at that time the same 
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1 period o f  these webinars, d i d  Snisky provide 1 
2 or you with any documentation or any documents 2 
3 re l ated to Arete? 3 
4 A .  Yes. He -- he sent -- he sent something 4 
5 having to do w ith some -- Arete. He tal ked about 5 
6 l ike,  k ind of annuity structuring. H e  also had a 6 
7 document. I don't th ink I have it at th is point. 7 
8 It talked about a Dr. Jonathan Lakey and a 8 
9 potential for developing c l i n ics.  9 

1 0  Q . Uh-huh. 1 0  
1 1  A .  H e  also had spoken to Kevin about whether 1 1  
1 2  or not Kevin would see h i s  program a s  being 1 2  
1 3  appropriate for some o f  their charitable  trusts, so 1 3  
1 4  that i nvestments were inside the charitable trusts 1 4  
1 5  a s  a n  alternate t o  what they were do ing. 1 5  
1 6  Q . Okay. Were you doing anything at th is  time 1 6  
1 7  to attempt to get comfortable w ith the informat ion 1 7  
1 8  that Sn isky was te l l ing you? 1 8  
1 9  A .  Other than what w e  d i scussed on  the phone 1 9  
2 0  cal ls  and then w ith the webinars, I d idn't. I 2 o 

2 1  mean, I knew Steve Tabb, and I was under the 2 1  
2 2  impression that Gary, you know, was -- had been 2 2  
2 3  doing th is for a period o f  t ime. 2 3  
2 4  And that's why I vvanted Kevin to, for a l l  2 4  

intents and We' l l  2 5 
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1 open up an S MA for this .  1 
2 Q . U h-huh. 2 
3 A .  And when advi sors would ca l l  and say, you 3 
4 know, what do  you got, what do  you h ave, what's 4 
5 going on, what do you have that's of  a fixed 5 
6 i nvestment n ature w ith a fixed rate of  i nterest? 6 
7 Thi s  i s  one of the  th ings I would mention. There 7 
8 were two or three. 8 
9 One of  them, I d idn't put h i s  name i n  here, 9 

1 0  but he never d id any business, but he  mentioned it 1 o 
1 1  to another adv isor who cal led me  about it. So  11  
1 2  that's as much  a s  fami l i arity as I -- as I could 12 
1 3  get .  I d idn't have the sophistication to know how 1 3  
1 4  t o  do these types ofth ings. 14 
1 5  Q . Okay. Did  you conduct any -- any due 1 5  
1 6  d i l  igence o r  any investigation of Sn isky o r  Arete 1 6  
1 7  i ndependently? 1 7  
1 8  A .  I d i d  a l ittle bit  of Googl ing of Gary 1 8  
1 9  Sn i sky. 1 9  
2 0  Q.  U h-huh. 2 0  
2 1  A .  -- and I saw someth ing about a colony, 2 1  
2 2  reverse colony o r  colony investment company or 2 2  
2 3  something l ike that with -- with real estate. 2 3  

Page 163  

Hi l l s  story. 
Q. Did you run across anything that struck you 


as odd or negative or -

A. No. No. 
Q. -- any kind of warn ing about Snisky? 
A. No. I may add that when I met Gary, one of 

the things that Gary offered to do was to provide a 
background check, to in i ti ate a background check by 
some i ndependent agency other than himself. 

Q. Uh-huh. Okay. 
A. And I can't find that. I know I saw that, 

and I was looking for it. M aybe you have a copy, 
but I don't know. But I could not find it  in any 
of my notes or any of my e-mails or anything e lse, 
but I did see it. 

Q. Okay. 
A. But that was subsequent to this. 
Q. Subsequent to what? 
A. That would have been after the end of 20 1 1 ,  

that would have been after I met him face-to-face. 
Q. Okay. Al l  right. I mean, at some point, 

Kevin Brown must have gotten comfortable with the 
idea of Arete investors working with Summit and 
this actually going forward? 

A. 	 I bel ieve he would or he wouldn't -

Page 164  

wouldn't have okayed it. 
Q. And so when was that, approximately, that 

he gave his okay for this? 
A. Well, it was certainly after ! left the 

firm, after I was l aid off. 
Q. So after the I st of the year 20 1 2? 
A. Yeah. I mean, he was okay with it before, 

but nothing was happening. Nothing had gone on. 
Q. Okay. 
A. They were busy doing end of year workshops, 

one in Vegas, one in Miami. They weren't -- they 
weren't even, you know, going to be s l ightly 
distracted by anything else. They were trying to 
promote those workshops. 

So -- so after I was laid off, I said to 
Kevin, would you be wil l ing to use Summit in this 
separately managed account, which you did for Gary? 
And he said he would, so -

Q. And so the investment through Summit or 
using Summit began sometime after the 1 st of the 
year, January 20 1 2? 

A. Yes, yes. I don't think anyth ing, any 
money was transferred to Summit unti l maybe March 

Q . U h-huh.  
 or April .  

2 5  A .  I d idn 't have to check on the M ason 2 5  Q. Okay. Earlier this year you and I talked 
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1 on the phone along w ith Special  Agent Locker? 1 commissions to adv isors? 
2 A. Yes. 2 A .  That's kind of  w here I thought it came 
3 Q. Okay. And during the course of that 3 from. 
4 conversation you provided us several of the 4 Q .  Okay. A l l  r ight. C erta in ly -- wel l ,  Jet 
5 representations that Mr. Snisky made to you 5 me ask th is :  Did  you understand that commiss ions  
6 regarding Arete. 6 to advisors would be  paid from other investor's 
7 A. Okay. 7 funds? 
8 Q. And I want to -- from my notes from before, 8 A.  I d id  not. 
9 I 'd l ike to sort of state those to you and have you 9 Q .  O kay. And i f  I to ld you that that, in  

1 o re iterate those on the record that, in fact, those 1 0  fact, happened to some degree or at least -- at 
1 1  are representations that Mr. Sn isky made to you. 1 1  least to some degree, would that surprise you? 
1 2  A.  Understand. 1 2  A. Candi dly, it wouldn't surprise me now, but 

Q .  Snisky explained to you that h e  had both a 
 i t  woul d  surprise m e  before. 

1 4  five-year and a ten-year program; i s  that accurate? 1 4  
 Q .  Okay. B ecause it was contrary to what was 


represented to you? 
1 5  A. That's correct. 

1 6  
 Q. Okay. He stated to you that the five-year 1 6  A. I would have to say the -- the inference 


program paid a 6 percent annual return which was to 1 7  was that it d idn't come out o f  investor money. 

1 8  be paid out quarterly? 1 8  Q. Okay. Wel l ,  had you known that investor 
1 9  A .  That's correct. 1 9  funds would b e  used to pay commi ssions for 
2 o Q. Okay. At the end of the five years the 2 0 advisors, would you have continued to deal w ith 
2 1  investment, quote, matures, at which time the 2 1  Mr. Sn isky? 
2 2  investors can withdraw their principal or rol l  over 2 2  A. No, no. I would h ave  told h im  we couldn't 
2 3 onto another five-year contract? 2 3 -- we couldn't do  i t .  
24 A. That's correct. 2 4  Q.  Why? 
2 5  And these A .  that -- that's -- I th ink that's 

Page 1 6 6  Page 1 6 8  

1 representations by Snisky a l l  happened during the 1 a sl ippery slope when you start taking investor 

2 latter half of 20 1 1 ;  is  that correct, prior to the 2 money to pay compensation for anything to pay 

3 time you left Summit Trust? 3 compensation. 

4 A .  Yes.  4 Q. Okay. 

5 Q.  Okay. 5 
 Because where does the money come from now 

6 A .  Bu t  they were restated again when I was i n  6 to repay the investors? 

7 h is  office in January, February 20 1 2 . 7 Q. Right. Well , did you understand in your 


Okay. He also stated to you that the 8 conversations or communications with Mr. Snisky 
8 

9 ten-year program offered a 1 0  percent bonus upon 9 that the investor funds would be used to purchase 
1 0  investing and paid a 6 percent annual return? 1 0  Ginnie Mae bonds? 
1 1  A .  That's correct. 1 1  A. I did. 
1 2  
 The funds would be t ied up for ten years, 
 1 2  
 Q. Entirely? 

1 3  but after the fifth year the investor could 1 3  
1 4  withdraw the interest payments? 14  
1 5  A .  Correct. 15  
1 6  Q.  Okay. He stated that both the five-year 16  
1 7  and ten-year program funds would be used to 1 7  
1 8  purchase G innie Mae bonds in which Snisky woul d  1 8  

A. That was -- that was my understanding. 
Q. Yeah. Dollar for dollar? 
A. That was my understanding, yes. 
Q. Did Mr. Snisky represent to you that he 

would be taking remaining funds from the bonds and 
place them in federal overnight l ending program 


accelerate the payout? 1 9  which would generate five basis point per night 
A .  Accelerate the principal repayment is what 2 0  which would generate a 1 0  percent return per month? 

2 1  the express ion shou ld be. 2 1  A. I'm not sure about the last pa1i. What he 

On the G innie Mae bonds? 
 2 2  
 said was that the acceleration of principal would 


2 3  A .  That's correct. 2 3  
 al low him to take some of that money, put i t  in the 

2 4 
Okay. And the cash flow from these 
 overnight lending program, which would generate 


2 5  to and 2 5  five basis points a day. And there were 22 --
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Q. 

Q. 

A. 
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1 genera l ly 2 2  days a month, s o  between 1 0  and 
2 1 1  percent. 
3 Q. Okay .  And that th is pmticular overn ight 
4 lending program was available to Snisky because he 
5 was a, quote, institutional trader? 
6 A.  That, that may have been said, yes. 
7 Q. Okay. Do you believe it's l ikely that was 
8 said to you? 
9 A .  I be lieve -- I believe that's l ikely, yes. 

Page 1 7 1  

1 they were introduced, when they were meeting Gary. 
2 Q. Okay. Who did you go with? 
3 A. The first meeting was Bi l l  Sparkman, Don 
4 Rasmussen, a gentleman named Wes Dye, Steve Tabb 
5 was there, because Steve was picked up at the 
6 airport. Mr. Rick Greeott and his wife Michelle, 
7 and I think that was it. 
8 Q. Okay. 
9 A. And Mr. Snisky of course. 

1 1  

Did Mr. Snisky represent to you that his 1 0  Q. And at that time did Snisky go over 

portion of the profits was then placed in his 1 1  material ly the same information that you've 

1 2  proprietary trading program? 1 2  
 explained in testimony here? 

1 3  
 That's correct. He  -- he said that none of 
 13 
 A. 
 Yes. 

1 4  the cl  ient -- he talked about the proprietary model 14 Q. And did any of those individuals end up 
1 5  he had . 1 5  offering the Arete product to their cl icnts? 
1 6  Q. Uh-huh. 1 6  A .  Mr. Sparkman offered it. 
1 7  A. None of the investor money goes into that, 17  Q. Okay. Did he offer it successfully? 
1 8  but any -- but his profit, some of it would be 18  A. I think he put a husband and wife into it, 
1 9  d irected to that, yes. 1 9  yes. 
2 0  Q. Okay. You made your first tr ip to Colorado 2 0  Q. And was Mr. Sparkman compensated as you 
2 1  in January or February of 20 1 2? 2 1  described before -
2 2  A. Yes. Correct. To meet him. 2 2  A. Yes. 
2 3  Q. To meet Sn isky? 2 3  Q. -- with 5 percent that flowed through you? 
2 4  A. Yes. 2 4  A. Yes, he was. 
2 5  Q. And at that t ime he reiterated a l l  these 2 5  And 
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1 statements to you i n  person? 1 A.  Yes, sir. 

2 A. He ce1tainly went over, because I had three 2 Q. Okay. Did Mr. Rasmussen ever successfully 

3 or four people there, you know. And he was 3 make any sales of the Arete product? 

4 explaining it to them as he had done over the 4 A. He did not. 

5 phone, in person. So I believe he did. 5 Q. Did he try, to your understanding? 

6 
 Okay. 6 A. No. 

He certainly talked about the overnight 77 
 A. 
 Q. Why? 

8 lending program and the proprietary model, the 8 A. He was in the process of relocating his 
9 differentiation of the funds being kept segregated 9 family from Texas to North Carol ina -

1 0  from that. 10  Q. Uh-huh. 
1 1  Q. When you went to Colorado, did you go by 11  A. -- and I thought he would do some business, 
1 2  yourself'? 12  but he said -- he said he would, but he didn't. 
1 3  A. Yes. 13  Q. He didn't. Okay. 

14 
 Okay. Did you meet other advisors or other 14 A. Yes. 

folks who were also communicating with Mr. 15  Q. Your next trip to Colorado was when? 

Yes. 
 16  
 A. February or March. I'm not sure which one 


1 7  Q. And was the purpose for you to attend with 1 7  of those two times. 
1 8  them to learn about Arete or to help them 18  Q. Okay. 
1 9  understand Arete? 1 9  A. And the two people that came to that 
2 0  A.  No.  The purpose -- well, the purpose for 2 0  meeting were Mr. Ken Meissner and Mr. Mike Tomich. 
2 1  me was to explain the role of Summit Trust -- 2 1  Q. And did -- as we discussed before, did 
2 2  Q. Okay. 2 2  

A.  - - in a separately managed account. And 

Mr. Snisky repeat materially the same things that 

you've testified to earlier in terms of the 


2 4  
2 5  

certainly the three or four individuals that I 
knew, they wanted me to be there with them when 

2 4  
2 5  

substance of the Arete program? 
A. Yes. 
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percent, 

Q. 

A.  

Q. 

Q. 

Q.  
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1 Q. Okay. Any wrinkles or anything different 1 A. Yes. 

2 for Mr. Tomich or Mr. Meissner? 2 Q. Sparkman got . 5  percent, correct? 

3 A. No. I would say that Mr. -- I don't 3 A. Ri ght. 

4 remember specifically, but I know Mr. Tomich asked 4 Q. Summit got . 5  percent, correct? 

5 a number of questions. He asked a great deal of 5 A. Or should have, at least most I think they 

6 questions -- 6 did. 

7 Q. Uh-huh. 7 Q. Okay. And then you would have been -- or 

8 A. -- to understand certain things, so -- 8 the Cromarty Group would have been left with 1 

9 Q. Anything in particular that stands out to 9 percent? 


1 o you? 1 0  A. That's correct. 
1 1  A. No. I think he was just trying to make 1 1  Q. Okay. Al l  right. Just making sure the 
1 2  sure that this was something he could represent to 1 2  math is -
13 clients if it was appropriate. 1 3  A .  Uh-huh. 
14 Q. Okay. And were Mr. Tomich and Mr. Meissner 1 4  Q. -- math i s  square. A nd j ust in  regard to 
1 5  successful  i n  sell ing the Arete product to their 1 5  these financial transactions, i s  i t  true that any 
1 6  client? 1 6  of the financial transactions between Arete and 
1 7  A .  Yes. 1 7  Snisky were done through the Cromarty Group bank 
1 8  Q. Okay. And, in fact, Mr. Tomich sold to 1 8  account? 
1 9  seven or eight different cl ients? 1 9  A. Would you repeat that question? Any 
2 o A. l believe so, yes. 2 0 fi nancial transaction between -
2 1  Q .  Okay. And Mr. Meissner to, say, three or 2 1  Q. Between A rete or Snisky and yourself were 
2 2  four clients? 2 2  done through the Cromatiy Group bank account? 
23 A. I bel ieve that's true. 2 3  A. Yes. 
2 4  Q. Okay. And were they also compensated with 2 4  Q. Okay. Either wires or checks or -
2 5  the 5 that flowed 2 5  A. Yes. Mr. I believe 
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1 A .  They were. 1 everything h e  sent t o  Croma1iy Group was wired. 
2 
 And did you also get compensated for 
 2 
 Q. Okay. 

3 Mr. Sn isky as you described before? 3 A. Yeah. 

4 
 I d id .  
 4 
 Q. To the Cromarty Group account? 

5 Q .  Okay. 5 A. That's correct. 

6 A .  With one -- with one s l ight d ifference. 6 Q. And then from there you would write checks 

7 Mr. Snisky thought it was appropriate, a good idea, 7 to the different advisors? 

8 whatever word you want to use, that i f  another 8 A. I would, with the exception of Mr. Tomich. 

9 advisor brought an advisor to the table that we 9 Mr. Tomich wanted his money wired. 


1 0  could somehow reward him for doing that. So, for 1 0  Q. Okay. Which you did? 
1 1  example, Mr. Sparkman was the one who told 1 1  A .  Which I did, correct. 
1 2  Mr. Meissner to contact us, to contact me.  1 2  Q. Okay. And you directed those payments? 
1 3  Q.  Okay. 1 3  A. Yes. 
1 4  A .  So i n  one particular case, because 1 4  Q. Okay . I s  it -- is it accurate that part of 
1 5  Mr. - - in the case that Mr. Me issner sold, 1 5  the explanation from Mr. Snisky and yourself to 
1 6  Mr. Sparkman received an additional half percent. 1 6  Meissner, Tomich and others was that investor funds 

' 1 7  Q. Above and beyond the 5 percent of Meissner? 1 7  would go to Summit Trust where they would be 
1 8  A .  Yeah. I n  other words, h e  received 5 - - a 1 8  accumulated and then sent to Arete? 
1 9  half o f  percent o n  some o f  Mr. Meissner's business. 1 9  A. That's correct. 

That d idn't come out of your take? 
 2 0  
 Q. Can you explain the mechanics of that, 

2 1  A .  I t  d id .  2 1  
 please. 


I t  d id? 
 2 2  
 A. The separately managed account would be 

2 3  A .  I t  did,  yes. 2 3  
 opened. There were two separately managed 


So for Meissner's c lients, Meissner got  5 
 2 4  
 accounts. 
One for I RA money, one for non-I RA 

2 5  correct? 2 5  money. 
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1 And when the c l ient would  have the money 1 other than the .5  percent that flowed through the 
2 sent to Summit, there would be self-directed 2 Cromat1y Group account? 1 
3 instructions that come along with it saying where lI 3 A. To the best of my knowledge, that's al l  

4 the money was to go. And it would be, for lack of 1 4 they were getting. 

5 a better word, it would be held or pooled or j 5 Q. Okay. So Tomich and Meissner met Snisky 

6 aggregated at Summit Trust and then sent out 6 and you in  February or March 20 1 2, correct? 
I 
7 to -- to the Arete account, whatever the account 7 A. Uh-huh.18 was. 1 8 Q. Is that a "yes"? 
9 Q .  Was there some m agic amount that needed to 9 A. I apologize. Yes, that's correct. 

1 0  be pooled before it was sent out? I 1 0  Q. That's all right. These accumulated or 
1 1  A .  Wel l ,  that he d idn't -- the -- yes. Gary i 1 1  aggregated funds were -- were in a Summit-managed 
1 2  d idn't want anything less than $50,000 to be -- to I 1 2  account, correct? 
1 3  be sent into the program. And that i s  what Summit I 1 3  A. Separately managed account. 
1 4  fe lt was appropriate too. I f  they couldn't 1 4  Q. Separately managed account? i 
1 5  generate $5 0,000 they d idn't want -- you know, if ! 1 5  A. Yes. 
1 6  they couldn't get people to put in 50,000, they I 1 6  Q. An SMA? 
1 7  d idn't want t o  get involved i n  it. I 1 7  A. SMA, yes. 
1 8  Q.  Was -- as a technical matter, was Summit I 1 8  Q. And was it c lear with -- in front of 
1 9  presenting a single Summit investor t o  Arete o r  was ! 1 9  Mr. Tomich and Mr. Meissner that as the funds 
2 0 it presenting mult iple individual investors? Do 2 0 rol led in the door, they would be used at that time 
2 1  you understand the d istinction? I 2 1  to purchase bonds? 
2 2  A .  As a technical question, a technical issue, I 2 2  A. No. What Mr. Snisky said was that he -- he 
2 3  Summ it became the sole investor i n  Arete. I

! 2 3  would take a position in a bond. And I understood 
2 4  Q .  Okay. And that was why they were i 2 4  that to mean this is what I expect to do. And I 
2 5  aggregating these funds and sending them on? I 2 5  used the let's 
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1 A.  Correct. Right. 1 G innie Mae that's $2.75 mi l  l ion. And through 
2 Q. So all the investors that came through 2 B loomberg, and this is my understanding of it, he 
3 Summit, from Tomich and Meissner and Sparkman an  3 would say, I want to reserve half a mi l l ion dol lars 
4 then -- 4 of that. 
5 A. That was actual ly al l there was. 5 Then he would have a period of time. I 
6 Q. Yeah. Tomich, Meissner, and Sparkman 6 don't know if it was the end of the month or what 
7 really in the aggregate constituted a single Summit 7 it was to satisfy that. 
8 investor for purposes of Arete? 8 Q. Right. 
9 A. That's correct. That's the way Mr. Snisky 9 A. That's how he said he would do it . 

explained it. 1 0  Q. Was there any amount that Mr. Snisky 
Q. Okay. And then Summit would appo11ion 1 1  communicated to you that he was waiting to 

earnings and interest and so on and so forth 1 2  accumulate before he was buying any bonds? 
13 downstream? 
 In other words, was he waiting to 


A.  Correct. Mr. Snisky was sending quarterly 1 4  accumulate $4 m i l l ion or $5 mi l l ion before he began 

1 5  payments to Summit for those investors that had the 1 5  
 his purchasing of the bonds, or d id you understand 


five-year program. 
 1 6  
 he would be purchasing bonds as he went a long? 

A. I think he -- he -- I bel ieve he said to 
Q. Uh-huh. 


A. And then they would, wel l, it's l ike a 1 8  me, he would  rather do this in a 1 - 1 /2 to $2 

mi l l ion -- starts with a T. 
19  mutual fund accounting system. I 'm using, you 


2 0  know, just reference like, you know, analogy. 2 0  Q. Tranche? 

2 1  Q. Uh-huh. 2 1  A. Tranche. 

2 2  A .  They would then have that money sent to the 2 2  Q. Okay. 

2 3  individual investor. 2 3 A. Correct. It was a tranche. 


Q. Okay. And did you understand that Summit 2 4  Q. Wel l ,  by the time Meissner and Tomich came 

25  was being compensated by A rete in any other fashion 2 5 in in or March of 20 1 2  -
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1 A .  U h-huh. U h-huh. 1 doing. 
2 Q. -- did you understand that Sn isky had 2 Q. In terms of bond purchasing? 
3 already purchased bonds? 3 A. Yes. 
4 A. In the past, yes. 4 Q. Okay. 
5 Q. For Arete? 5 A. In terms of purchasing bonds and 
6 A .  I 'm not sure if he said i t  was for Arete, 6 structuring them in a certain way. So he -- they 
7 but that's what I assumed it  to be. 7 both referred to an individual. I don't remember 

Okay . We l l ,  there were other -- there were 
 8 
 his name, who had done some work for U .S .  Bank 

9
other c l ients than the ones you were bringing in  
 had written a white paper on this pmiicular type 


1 0  through your advisors, correct? 1 0  
1 1  A. I d id hear about that, yes. 1 1  
1 2  Q. Okay. So did you make the assumption or 1 2  
1 3  did you have an understanding that other bonds had 1 3  
1 4  been purchased and they had been investi ng in 1 4  
1 5  all along prior to -- 1 5  
1 6  A. I had the -- I certainly had the assumption 1 6  
1 7  to what extent, I don't know how large, but there 1 7  
1 8  had been some type of bonds purchased for previous 18  
1 9  c l  ients of other people. 1 9  
2 0  Q. Okay . Re lated to Arcte? 2 0  
2 1  A. Re lated to Arcte. 2 1  

of strategy. 
And again, I don't know that -- remember 

that gentleman's name. I j ust remember Doug Priest 
because his first name was Doug. 

Q. Uh-huh. 
A. And they were very intrigued with what 

Mr. Snisky was doing and the -- the inference was 
they might be getting together to -- to do some 
thi ngs for U.S .  Bank cl ients. 

Q. And so why were you are pati of that 
conversation? 

A. Wel l , to talk about Summit Trust's role, 
2 2 
2 2  
 Okay . 
 the SMA . So that U .S .  Bank would be comfortable if 

2 3 
2 3  
 the money was not going directly from their cl ients 
MR. MARTIN :  Let's go off the record at 


2 4  1 2  : 53  . I just need a few minutes . I need to talk 2 4  
2 5  to a 2 5  
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1 ( Whereupon, a recess was  taken a t  1 2 :  53 1 
2 p .m.) 2 
3 (Whereupon, the proceedings resumed at 1 :03 3 
4 p.m.) 4 
5 BY MR. M A RTIN : 5 
6 Q . We had gotten through a second Colorado 6 
7 v is i t  -- oh, I 'm sorry . 7 

to Mr. Snisky, but coming through a custodian who 
would also be providing the accounting and the 

Page 184 

access to  the funds from a standpoint of  their 
values from an online access position. 

Q. Wel l ,  you know, the funds were going 
directly from Summit Trust to Snisky with -

A. Nothing in the middle. 
-- nothing in the middle. I mean, can you 


explain that? 

8 Let's go on the record at 1 :  03 . Whi le  we 8 A. No, I can't. 

9 were off the record, there were no substantia l  9 
 Was there supposed to be some sort of a 


1 0  conversat ions between the staff and the w itness; i s  10  
 process or procedure in place before Summit Trust 

1 1  that correct? 1 1  sent funds to Snisky and Arete? 
1 2  A .  That's correct. 1 2  A. No. No. Gary, Mr. Snisky would have 
1 3  Q . You spoke to a second Colorado v is it in  1 3  created or establ ished another separate numbered 


which Mr. Tomich and Mr .  Me issner attended? 1 4  name offering, whatever you want to call it, that 
A .  Correct. 1 5  would have been only for U .S .  Bank cl ients. 


1 6  Q . What was the third v is it to Co lorado that 1 6  
1 7  you made to see M r. Sn  i sky? 1 7  
1 8  !\ .  I met with a gentleman from U . S .  Bank. H i s  18  
1 9  name was, I believe, Doug Priest. 1 9  
2 0  Q . Okay. And what were the c ircumstances of  2 0  
2 1  that v is it? 2 1  
2 2  A. G ary wanted me to meet w ith  h im to exp la in  2 2  
2 3  how Summit Trust was fun ct ion ing i n  the role  for 2 3  
2 4  Mr .  Sn i sky. And I beli eve  U . S .  B an k  was doing 2 4  
2 5  s imi lar to what Mr. said he was 2 5  

Q. Uh-huh. 
A. But there was -- there was -- there was 

some reason -- I don't remember it right now. 
There was some reason why U.S .  Bank didn't want to 
be seen sending money directly to Mr. Snisky . And 
I don't know whether i t  had to do with their own 
wealth management department or something l ike 
that. I don't recal l .  

Q. Whatever came of it? 
A. Nothing that I know of. 
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1 Q .  Okay. D id  you  ever talk t o  Doug Priest 1 
2 again? 2 
3 A .  I d id not. I -- I don't know i f  he  ta lked 3 
4 to Kevin Brown though. He may have. I tried to 4 
5 arrange that. 5 
6 Q .  Okay. U h-huh. 6 
7 A .  I don't know i f  it happened, but I never 7 
8 had any further conversat ion with h im .  8 
9 Q .  Did you have yet another v i s it to Colorado 9 

1 0  w ith Mr.  Snisky, a fourth v i s it? 1 o 
1 1  A .  I -- I be l ieve  I d id .  1 1  
1 2  Q.  Okay. 1 2  

Page 1 8 7  

Summit forms for whether it was I RA or just 
custodial account. 

Q. Uh-huh. 
A .  And those would be del ivered to the 

investor prior to them going forward with anything. 
To review the forms and if they needed to show it 
to somebody, to do that. 

Q. Okay. And then how -- how did they get to 
the investor to execute? 

A. How did the forms get to the investor? 
Q. Uh-huh. 
A .  I believe the advisor would have delivered 

A .  I 'm not sure what the purpose of the v is it .  

I was -- I was i n  town to see a n  attorney i n  Denver 


those to the -- to the client. 
Q. How is that? 

1 5  that I was trying to cult ivate a relationship w ith 1 5  A. Because there had to be a cl ient. It had 
1 6  -- for Summit Trust for doing trust admin istration 1 6  to be somebody they had a relationship with, so 
1 7  i n  Nevada trusts. H e  was a n  estate p lanning 1 7  yes. 
1 8  attorney. 1 8  Q. Okay. And then how did the investor secure 


Q .  Uh-huh.  
 the forms, the necessary forms from Summit? 

2 0  A .  I think that might have been the genesis o f  2 0  A. Wel l ,  Summit -- Summit initially produced 
2 1  the trip, but when I was in town I d id  spend a day 2 1  thumb drives for any of their relationships which 
2 2  with Gary. I th ink that was i n  the summert ime.  2 2  would have al l  these forms on it. These would not 
2 3  Q .  O f 20 1 2? 2 3  be forms for Arete or anything, these would just be 
2 4  A .  I bel  ieve so. 
 their forms. 

2 5  	 2 5  
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1 ti l led out forms and sent them to Summit, what did 1 
2 Summit send the investor, if anything? 2 
3 A. I never saw anything, but I bel ieve they're 3 
4 supposed to send them an acknowledgement that 4 
5 had been received and an account was opened in 5 
6 their name. 6 
7 Q. Okay. 7 

Q. 	 Okay 

Page 1 8 8  

A .  So they would -- the advisor would have had 
those forms. 

Q. Uh-huh .  
A .  I th ink though, Mr.  Greeott a l so  put that 

on this -- I a lmost  what to cal l  it l ike an 
intranet type of an operation, as opposed to an 
I nternet type of operation. 

8 
 But I didn't see that. 	 8 Q. Hosted by Arete? 

9 Q. Some sort of an introduction or welcome 

1 0  letter? 
11  A.  I bel ieve so, yes. 
12  Q .  Okay. 
13  A. That was standard procedure for them, 
14 Summit Trust. 
1 5  Q. With their -
16  A .  With any cl ient. 

9 A .  That's correct. 
1 0  (SEC Exhib i t  No .  69 was 
1 1  marked for identification.) 
1 2  BY MR. MARTIN : 
1 3  Q .  I 'm going to hand you what's been 
1 4  identified as Exhib it 69. Exh ibit 69 i s  a one-page 
1 5  document. It's an e-ma i l  chain. The Bates number 
1 6  is SEC-SUMMIT-E9 1 ,  and it's a two-part e -mai l .  

With their EFT fund? 	 1 7  The bottom e-mai l  i s  from Gary Sn isky to 

18  A. 
 I believe so, that's correct, yes. 	 1 8  Doug Scott. The top e-mai l  is  from you to Kevin 


Mechanically, how did an investor receive 1 9  Brown. The subject l ine says :  Arete info .  

2 0  the documentation from Arete, the Arete documents, 2 0  Do you recognize Exhib it 69? 

2 1  the contribution agreement, the PPM and so forth? 2 1  A .  Yes, I do .  

22  A .  Mr. Greeott established some forms that 2 2  Q .  And what i s  -- what had Gary sent you and 

23  were online that the advisor was to download. 2 3  what in turn are you sending Kevin? 

24 Q. Uh-huh. 2 4  


A. And included with those forms were al l the 
A. These would be copies of the documents, the 


forms that the c l ient would have fi l led out. 
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1 Q. Uh-huh . 1 marked for identification.) 

2 A. Somebody needs to have a copy of that, 2 B Y  MR. MARTIN: 

3 because they were fol lowing directions of the 3 Q. I'm going to hand you what's been 

4 client. So that would have been the ten-year 4 identified as Exhibit 70. Exhibit 70 is a 

5 program, the five-year program, and then 5 multipage document, SEC-JDSCOTT-PSO through 90. 

6 subsequently the updated documents because 6 A. Uh-huh. 

7 Mr. Snisky said every quarter they had to be 7 Q. Do you recognize Exhibit 70? 

8 updated . 8 A. I do. 

9 Q. Okay. And were these the templates, these 9 Q. And what is it? 


1 0  were the unexecuted -- 1 0  A. That would have been the initial document 
1 1  A. That's correct. They would have been 1 1  that Gary -- Mr. Snisky showed to the individuals 
1 2  copies of-- of what could have been printed and 1 2  that came to those meetings in January and 
13  fi l led out by anybody. 1 3  February. 
14  Q. Okay. S o  these were the, you know, sort of 14  Q. To the advisor? 
15  the PPMs and the contribution agreements from 1 5  A. To the advisor, correct. 
16  going to you and then going on to Kevin? 1 6  Q. And were these the documents that were then 
17  A. Yeah . Because for whatever reason they 1 7  given to their investors or their clients executed 
1 8  didn't have Kevin Brown's e-mail address. I 1 8  as part -- and executed as part of the investment? 
1 9  thought i t  was kind o f  unusual, but -- 1 9  A. I bel ieve this would have been part of the 
2 0  Q .  Okay. And then what d i d  Kevin do with 2 0  package that had to be delivered and handed to an 
2 1  them? He j ust had a copy of them? 2 1  investor. 
2 2  A .  Yes. I think he had -- h e  needed to have 2 2 Q. Okay. And is this the, for the sake of a 
2 3  those for his file to see what -- 2 3  better expression, the PPM or private placement 
2 4  Q .  Okay. And how did -- you said before that 2 4  memorandum related to Arete? 
2 5  Snisky had them warehoused for the advisors to be 2 5 A. I would say yes. 
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1 ab le  to get to? 1 Q .  Okay. At  d i fferent points i n  t ime  the name 
2 A .  I 'm not s ure if he d id then, but that was 2 changed. It went from Arete to there was one 
3 one of h i s  goals. 3 called Salmon. There was one ca l led CMG, et 
4 Q .  Okay. 4 cetera? 
5 A .  Because -- expand on that. He  wanted to 5 A. Yeah. 
6 make sure that the adv isor had as l itt l e  abi l ity to 6 
 Do you understand why there was a name 

7 make a m i stake with the c l i ent with the forms. So  7 change? 

8 there were defau lts i f  it was fi l led out 8 A. I do. I don't know about the CMG, other 

9 improperly, you couldn't even print i t  o ff. 9 than I th ink I know what it stood for. 


1 0  Q.  Okay. But prior to the kind o f the  1 0  Q. Right. 

1 1  warehousing concept -- 1 1  A. Cornerstone M anagement Group. 

1 2  A .  U h-huh.  1 2  Q.  Okay. 

1 3  Q .  -- d id  Snisky sent them d i rectly to the 1 3  A .  Again, I never saw that o r  d i d  anything. 

1 4  advi sors o r  how d i d  they get to the advisors? Do 1 4  A l l  I knew i s  what CMG stood for from 

1 5  they go through you at t imes? 1 5  conversations. I bel ieve based on what Mr.  Sn isky 

1 6  A .  I 'm not sure .  I would automatical ly have 1 6  told me, that's all I can tel l  you. Is that he 

1 7  said coming from h im d irectly, but I 'm -- I 'm not 1 7  wanted to d ifferentiate any money that might have 

1 8  sure. It m ight have in it ia l ly -- he  m ight have 1 8  been coming in by the source of it, so to speak. 

1 9  in it ia l ly sent them to me.  1 9  Q.  Okay. 

2 0 Q .  And then you forwarded it on to Mr .  Tom ich  2 0 A .  S o  Summit, h e  wasn't saying thi s  was a 

2 1  and so forth? 2 1  Summit offering. 

2 2  A .  Rather than h im having a l l  their d i fferent 2 2  Q .  Uh-huh. 

2 3 e-mai ls ,  just sent them to me. 2 3 A .  But th i s  was coming i n  through the Summ it 

2 4  Q .  Understood. U nderstood .  2 4  advisors, through advisors who were affi liated with 

2 5  (SEC Exhib it No.  70 was 2 5  Summit Trust. 
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1 Q.  Okay . 
2 A. There's an -- there's an individual that 
3 does some oversight for Summit Trust. When he saw 
4 that form after a couple three months, he said, 
5 this form has to be changed. You cannot have 
6 Summit's name on any form, because they're not 
7 offering anything. They're serving as a custodian, 
8 self-directed trustee. Their name has to come off. 
9 Q. Okay. 

1 Q. Okay. And do you understand why he made 
2 that change? 
3 A. He did tel l  me something, but I don't 
4 recall what it was. I mean, I asked him why, 
5 because when -- when Kevin Brown went to wire 
6 to, I guess the initial -- the initial bank, 
7 something didn't happen properly. So that's when I 
8 found out the other bank was involved. 
9 Q. Okay. So Summit Trust received quarterly 

A. At which time Salmon Trust was created. 1 o payments from Snisky as promised, at least for a 
Q. Did you understand that any of these 1 1  few quarters. 

offerings were - - at al l different from one another 12  A. Yes, until everything was stopped, yes. 
even though the names were different? In  other 13  Q. So roughly the first part of 20 I 3?  
words, were they a l l  fundamentally the Arete 14 A .  That's right. That's correct. 

a lTeri ng? 
 Q. Okay. And how do you know that those 


16 A. Yes. I bel ieve they were. 16  
 payments were made? 

Q. Okay . 1 7  A. Kevin confirmed them. 


1 8  Q. Okay. And again, they were in the 18 A .  Yes. 

Q. S o  even though the names changed, they 1 9  aggregate, enough funds to cover the quarterly 


2 0  didn't fundamental ly change the offering o r  the 2 o interest earned by all the Summit investors? 
2 1  components ofthe offering? 2 1  A. All of those in the five-year only. 
2 2  A. Correct. I understood it to be a way for 2 2  Q. Okay. And why is that? 
2 3  Mr. Snisky to distinguish between the source o f  the 2 3 A. Because the ten-year didn't pay any 


funds. 24  interest at all, didn't pay out anything until 
Q. Okay. Al l  right. any 25  after five years. 
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of  the A rete documents? 1 Q. Okay.1 

2 A. Yes. I read them, yes. 2 
3 Q .  But  did you ever make any corrections or  3 
4 provide any advice to  Mr. Snisky about changes or  4 
5 any edits of  any kind? 5 
6 A. No. Not that I know of. The only thing I 6 
7 was privy to was when the other gentleman said then 7 
8 you've got to take the name Summit off of any of 8 
9 these documents . 9 

1 0  Q. And that was coming from the Summit Trust 1 0  
1 1  people? 1 1  
1 2  A .  That's correct. I t  was com ing from me. 1 2  

A .  That's why he  was - - he c laimed he  put the 
extra bonus in there. 

Q .  Okay. So when we spoke before with Agent 
Locker, you stated to me that you first became 
aware there was a problem with the investment 
program after Summit Trust al leged they d id  not 
receive their th ird quarter profit payment? 

A. That's correct. 
Q .  Okay . And that you cal led Snisky perhaps 

even on the same day that federal agents were 
executing a search warrant at his office? 

1 3  Q.  Okay . 
 A. I t's possible, yes. 

1 4  A.  I did ask Gary, Mr .  Snisky, why he put 1 4  Q .  
 And what made you think that? 


Summ it, you know, on the document at a l l .  
 A.  He d idn't -- he d idn't pick up.  He d idn't 

Q. Right. 
 cal l  me back. And when I final ly got a hold of him 

A. And he said it was to distinguish from 
 four days later, I asked him a very d irect 


1 8  other things that were going on. And he talked 
 question . 

1 9  about CMG and some other things. 1 9  
 What d id  you ask him? 

2 0  Q. Got you. At some point did Snisky change 2 0  
 I said : I s  something going bad? 

2 1  banks? 2 1  
 What d i d  he say? 

2 2  A. He did .  2 2  A .  
He said that, yes, they were in  my office 


Q. And from what to what, if you know? 
 last week. So he didn't  say what day, but I just 

A. I don't remember both banks, but one of made that kind of a reference that may have been 


when I was but know, I don't know that 
them was Bank. 
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1 for sure. 1 
2 Q. What did he tel l you had happened? 2 
3 A. He told me that Mr. Sorrel ls came to town 3 
4 to supposedly meet with a potential investor. They 4 
5 had had, I guess had l unch. And when they came 5 
6 back, they walked into -- into the building and 6 
7 hadn't even gotten to the office. 7 
8 There was -- there was a knock on the door 8 
9 and I don't know how many, two or three individuals 9 

1 0  walked in. 1 0  
1 1  Q. Federal agents? 1 1  
12  A .  I think he  said something l ike that, yes, 1 2  
1 3  with badges and began a process of serving 1 3  
1 4  something on them. He wasn't totally specific. 1 4  
1 5  You know, my stomach dropped into my toes. 1 5  
1 6  Q. And what did h e  say later, after they had 1 6  

A .  H e  said that he had been told that funds 
were e ither being seized or had been seized . 

Q .  Okay. And how d id  you  respond to  that? 
A .  W ith, I don't know, some type of a despair, 

d ismay. 
Q.  Did -- did you ever communicate to 

Mr. Tomich that Snisky had said he had been to the 
bank and the funds were actual ly not seized? 

A. That m ight have been his personal funds .  
sa id to h im, have you -- have they se ized your 
personal funds? And he said, No, they haven't. 
bel ieved they have, because I cal led the bank and 
they said no. 

Q. Okay. Did you ever te l l  any investors that 
the funds had not been seized by the government? 

A. No .  I never spoke to any investor. 
left, after they served their warrant and seized 1 7  
 Okay. So how many funds, in total ,  did 


1 8  their documents and s o  fotih? 1 8  

1 9  A. I 'm trying to remember exactly what he said 1 9  


Cromarty Group rece ive  from Arete? 

What was sent to  us? 


2 o at that conversation point. I think I was asking 2 0 Q. In -
2 1  some questions about, what does this mean? What 2 1  A. In total? 

2 2  are they accusing you of? 2 2  Q.  In tota l .  

2 3 I think he said -- I remember one specific 2 3 A .  I bel ieve it was around 97,000. 

2 4  thing h e  said because i t  was so -- s o  dramatic in 2 4  Q. Okay. 


mind. One of the federal officers referred to 2 5  : .. 
Page 198  Page 2 0 0  

1 David Sorrel ls  as that he's been involved in three 1 Q. And then how many of those funds were sent 

2 other Ponzis and you're the fourth. And that's -- 2 on to advisors? 

3 that's the one thing I remember from that 3 A. I believe about 74,000. 

4 conversation. I don't know whether that happened 4 Q. And how many funds were sent on to Summit? 

5 or not, but that's what I was told .  5 A. I think about 1 ,500 or something like that. 

6 Q. Okay. 6 Not exactly 1 , 500, but somewhere in that 

7 A. He d id say that he -- Mr. Snisky said that 7 neighborhood. 

8 he  gave them a bunch of stuff. He took them to h is  8 Q. Okay. And then the balance was kept? 

9 screen, h is  computer screen. He tried to pul l  up 9 A. Yes. 


1 0  some of the things he was talking about and 1 0  Q. So roughly 20,000? 

1 1  referenced with advisors and s o  forth, you know, I 1 1  A. I would say for certain, yes. 

1 2  think h e  was obviously quite concemed. 1 2  Q. Okay. And that was your take on 

1 3  Q.  Right. 1 3  essential ly introducing the advisors? 

1 4  A. That's a l l  I can reca l l  o f  that 14  A. Wel l ,  that was to include whatever travel I 

1 5  conversation. 1 5  had to Denver -
1 6  Q .  Did Snisky te l l  you o r  commun icate t o  you 1 6  Q. Uh-huh. 

1 7 that funds had been seized from any bank accounts? 1 7  A. -- to meet with Gary or to meet with 

1 8  A .  Did not at that point, no. 1 8  advisors, to take care of Summit Trust, yes. 

1 9  Q. Okay. Did he te l l  you otherwise? 1 9  Q. Okay. And were those funds paid to you by 

2 0 A. I d idn't ask him that. 2 o CromaJiy or were any of those funds paid to you 

2 1  Q. Okay. 2 1  directly by Arete? 

2 2  A .  I did subsequent to that. 2 2  A. They were not. 

2 3  Q .  Okay. How much later? 2 3  Q. How -- how were they paid to you? 

2 4  A .  Maybe a week, maybe less. 2 4  A. Well, actually they were -- they were used 

2 5  Q.  How d id  he 2 5  for expenses. 
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Q. 

Q.  

2 3  

Q. 

Q. 

Q. 

Q. Q. 
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Okay. Out of the Cromat1y account? 1 fact that d id I know he was taking investor money. 

2 A .  Yes, health insurance and those types of 2 Q. Uh-huh. 

3 things. 3 A. Not 1 00 percent of what Summit was sending 

4 Q. Okay. All right. Did you ever have any 4 him was going to buy a bond. 

5 d irect communications with any investor? 5 Q. Right. 

6 A .  No. 6 A. I said, no, I did not know that. I didn't 

7 Q.  The $ 1  ,500 that was paid by Cromarty to 7 -- I understood it to be exactly 1 00 percent. And 

8 Summ it, what -- what were those funds for? 8 he explained to me that that was something he did 

9 A.  That was for, that represented I think i t  9 not disclose that he should have disclosed. 


1 0  was two d ifferent checks. One was for 770 and one 1 0  
 That he was taking some of those funds? 

1 1  was for l ike, I don't know, maybe a s imi  lar tota l .  

1 2  It wou ld have been one quatier o f  their 5 0  

1 3  basis points fees, because Mr. Sn i sky said to me 

1 4  that's something you're going to have to take care 

1 5  of. 

1 6  Q.  Okay. 


11 A. That in the model there was money set 
12  aside. He  used the expression, there was money set 
13 aside for operations. And that though that money 
14  would have been repaid through the model, he should 
1 5  have disclosed that to the investors. And I said, 
16  yeah, you should have. 

1 7  A.  So in theory, i f  more investors were coming 1 7  
 Did he ever disclose to you that no bonds 

1 8  in every year, it would have been more that would 1 8  had been purchased? 
1 9  have been paid to Summit. 1 9  A. He did tel l  me that subsequently, yes. 

2 0  
 Okay. When was the last t ime you talked to 
 2 0  
 Q. And how did you react to that? 

2 1  Mr. Snisky? 2 1  A. I asked him why. 
2 2  A .  About s i x  weeks ago. 2 2  Q. What did he say? 

2 3  Q .  In what circumstances? 
 A. He said that several times he had attempted 

2 4  A .  I would just ca l l  to  see how he was. 2 4  to place money i n  a bond to buy, but the bank had 
2 5  Q Okay 2 5  kicked out his funds. 

Page 2 0 2  Page 2 0 4  

1 A.  We -- I kind of thought he was an okay guy. 1 
 Did that make any sense to you? 

2 I mean, I had no way of knowing anything might have 2 A. It  d idn't -- i t  made -- the answer is it 
3 been going on that was strictly aboveboard. 3 made a l ittle bit of sense. The way he explained 

4 
 Okay. 4 it was that the Department of Justice, I guess, had 

5 A. I mean, I met -- I met his wife, his 

6 children, his girls. His girls swam. My girls 

7 swam. I mean, so -
8 Q. Well , since -- s ince the seizure by the 

9 federal criminal authorities, what -- what 


1 0  inform ation about A rete and the status of the 

1 1  investments has Mr. Snisky given you since that 

12  time? 

1 3  A. The status? I mean, he didn't -- I mean, 

14 the monies were seized and is that what you're 

1 5  talking about? 

1 6  Q .  Yeah. Like, what -- what information did 

1 7  h e  give you about the Arete investment since the 

1 8  seizure? 

1 9  A. Since the seizure? 


5 been investigating what he was doing for a period 
6 of time. And if they m ake an inquiry to the bank 
7 about what's going on w ith these funds, that's k ind 
8 of l ike a -- I think he called it a SAR, a 
9 suspicious activity report, and they wou ld return 

1 0  the funds. They would just say, we can't take 
1 1  these funds . 
1 2  They wouldn't -- h e  said they didn't -- I 
1 3  said, wel l, what d id they tel l  you? H e  said they 
1 4  d idn't tel l  me anything. They wouldn't tel l  me.  
1 5  They said we're sending your funds back. 
1 6  I had no way of knowing i f  that's 
1 7  legitimate or not. 
1 8  Q.  Okay. Did you persona l ly do anything to 
1 9  establ ish whether various investors through Tom ich 

Yes. 2 0  and Meissner were accredited investors? 

2 1  A. Since the seizure, he told me that he took 2 1  A .  There was a form that was developed that 
2 2  money from the investor money was part of the model 2 2  wou ld ind icate whether it was an accredited 
2 3  that he built in. 2 3  investor or not. 

I don't understand. 24  Was that something that you rev iewed? 
I
2 5  A.  
 In  other words, you earlier referenced the 
 2 5  
 A. I d id review the fonn . 
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1 Q. Okay. And did you do so to assure yourself 1 Q. O kay. A n d  what have you d i scussed w ith 
2 that these were, in fact, accredited investors? 2 them? 
3 A. The ones that I saw, yes. 3 A .  
They j ust asked m e  what I know. 


Q. Okay. 4 Okay. And what have you told  them? 

A.  And subsequent to that I've talked to 5 Litt le that I know, because I don't know 


6 Meissner and Sparkman and they said, yeah, these 6 anyth ing. 

7 were accredited investors. 7 Q. O kay. H av e  -- have you spoken to Sn isky 

8 Q. Was that something that Snisky was 8 about this investigation? 

9 concerned with? Did he -- let me rephrase the 9 A. Very l itt le, but I made a choice that I 


1 0  question. 1 0  cared about h im  as a person . 

1 1  Did Snisky, to your understanding, review 1 1  Q. U h-huh.  

12  any of the forms to evaluate the accredited status 1 2  A. And i f l  was cal l ing, I wanted to see how 

1 3  of the investors? 1 3  h e  was doing as a person and his  fam i l y  were 

14 A .  I don't -- I don't know that. It was he 1 4  hold ing up, not to get into the n i tty-gritty o f  

1 5  who put that in there that it needed to be an 1 5  th i s .  B ecause i t  would a l l  just b e  hearsay. I t  

1 6  accredited investor. I don't know if he reviewed 1 6  would be what he would be te l l ing me .  

1 7  the forms. 1 7  Q. Okay . 

1 8  Q. Okay. 1 8  A .  So  I d idn't th ink he'd have anything -

1 9  A.  I don't know if he actually saw the forms 1 9  unless he would say to me,  everyth ing's done. It 's 

2 0  when they came, because Summit Trust had them. 2 0 okay. Everyth ing's been d i sm issed. 

2 1  not sure. 2 1  Q. O kay. And have you spoken with anyone 

2 2  Q. Right. Were you involved in any of the, 2 2  regarding your appearance here today? 

2 3  quote, training sessions that happened in Longmont 2 3  A. Mr. Me issner. 

2 4  with Snisky? 2 4 Q. Okay . And what d i d  you d i scuss? 

2 5  A. The training sessions? Can you be 2 5 A. That I was here. Because he  had 
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1 specific? 1 called m e  and told me  h e  was here. 

2 Q .  Wel l ,  he -- when certain individuals came 2 Q. Okay. Did he tell you anything about h i s  

3 into town, he  -- Snisky would refer to these 3 appearance here o r  what he said? 

4 sessions as training sessions. Now, perhaps they 4 A. He j ust i t  -- no. He just said it lasted 

5 are w ith the same meetings when Tom ich  and 5 three or four hours. I asked h im that question. 

6 Meissner -- 6 Q. Okay .  Have you d iscussed w ith anyone what 

7 A. Those were the only meetings that I was 7 your testimony would be or shou ld be? 

8 involved where anything went on. 8 A. No. 

9 Q. Okay. And you've a lready described those? 9 Q. Okay. Has anyone suggested to you what 


1 0  A. Yes ,  I have. 1 0  your test imony should be? 

1 1  MR. M ARTIN :  Let's go off the record at 1 1  A. No.  

1 2  I : 36 .  1 2  Q. Okay. Have you seen a transcript or d igest 

1 3  (Whereupon, a brief recess was taken a t  I : 3 6  1 3  or summary of the testimony of anyone else who's 

1 4  p .m.)  
 testified in thi s  investigation? 

1 5  B Y  MR.  MARTIN : 1 5  A. No. 

1 6  Q .  Let's go on the record at 1 :4 1 .  1 6  Q. Okay .  And do you know anyone else who's 

1 7  Whi le  we were off the record, there were no 1 7  been subpoenaed or testified in th is investigation? 

1 8  substantive conversations between the staff and the 1 8  A. Mr. Meissner. 

1 9  witness: i s  that correct? 1 9  Q. Okay. Other than that, anyone e lse? 

2 0  A .  Correct. 2 0 A .  No. 

2 1  Q. Other than -- well ,  have  you spoken w ith 2 1  Q. Okay. Have you d iscussed with them what 

2 2  anyone regard ing this investigation? Anyone at a l l  2 2  thei r  testimony would be or should be? 


regarding the SEC's investigation? 
 A .  No. 

2 4  A .  Wel l ,  the individuals, Mr.  Me issner and 2 4  


Mr. 

Q. And have you d iscussed your testimony or 


or 

5 2  

with w itness or with 
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2 4  
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1 any i ntermediary? 1 

2 A .  No .  2 

3 Q .  A l l  right. A t  th is  t ime we are going to 3 

4 adj ourn test imony to a d ate uncertain .  I f  4 

5 although test imony's adj ourned you rema in  under 5 

6 subpoena and we' l l  contact you i f  we need 6 

7 addit ional  test imony.  7 

8 A .  U nderstood .  8 

9 Q .  Do you wish to c lar ify anything  or add 9 


1 0  anything to the statements you made today? 1 o 

1 1  A .  N ot that I can th ink of. 1 1  

1 2  M R. M A RTIN : Let's g o  off the record at 1 2  

1 3  1 :43 p . m .  on  December 1 0, 20 1 3  . We're good. 1 3  

1 4  (Whereupon, a t  I :43 p .m . ,  the examination 1 4  

1 5  was conc luded . )  1 5  

1 6  * * * * * 1 6  

1 7  1 7  

1 8  1 8  

1 9  1 9  

2 0  2 0  

2 1  2 1  

2 2  2 2  

2 3  2 3  

2 4  2 4  

2 5  2 5  
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1 REPORTER'S CERTIFICATE 

2 


3 


4 1 ,  THERESA MENDEZ, reporter, hereby certify that the 

5 foregoing transcript of 209 pages is a complete, true and 

6 accurate transcript of the testimony indicated, held on 

7 December 1 0, 20 I 3 ,  at Washington, D.C. in the matter of: 

8 ARETE, LLC. 

9 


1 0  


1 1  I further certify that this proceeding was recorded by me, 


1 2  and that the foregoing transcript has been prepared under 

1 3  direction. 


1 4  


1 5  


1 6  


1 7  Date: 

1 8  Official 
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PROOFREADER'S CERTIFICATE 

In the Matter of: ARETE, LLC 

Witness: James D. Scott 

File Number: D-0332 1 -A 

Date: December 1 0, 20 1 3  

Location: Denver, CO 


This is to certify that I, N icholas Wagner, 
(the undersigned), do hereby swear and affirm 
that the attached proceedings before the U .S .  
Securities and Exchange Commission were held 
according to the record and that this is the 
original, complete, true and accurate transcript 
that has been compared to the reporting or recording 
accompl ished at the hearing. 

(Proofreader's Name) (Date) 

Diversified Reporting Services, Inc.  
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C O  N T E N T S  

WITNES S :  EXAMINATION 
Kenneth Charles Meissner 4 


EXHIBITS : DESCRIPTION IDENTI FIED 
1 4  SEC Subpoena to Kenneth Meissner 8 


1 5  Document Subpoena to Kenneth Meissner 
 9 


1 6  Kenneth Meissner Response to Document 
 1 3  


Subpoena 

1 7  Background Questionnaire Fi l led Out 
 1 3  


By Kenneth Meissner 

1 8  Biography of Kenneth Meissner 37 


I 9 E-M ails Re: Travel Arrangements For 66 


Kenneth Meissner to Longmont, Colorado 
In March 20 1 2  


20 Summit Trust Application For Chadwick 9 I 

2 1  PPM For Eleanor Weems I 06 


22 PPM For Mary Hall I 07 


23 Summit Trust Application for Weems I 1 9  


24 Summit Trust Application for Mary Hall I 22 


25  Copies of Check For Professional Fees 1 24 


Received By Kenneth Meissner 

Page 4 


P R O C E E D I N  G S  
MR. MARTIN: Let's go on the record at 

8 : 3  1 a .m. ,  on N ovember 1 4th, 20 1 3 .  

Whereupon, 
KENNETH C HARLES MEI S SNER 

was cal led as a witness and, having been first du ly 
sworn, was exam ined and testified as fo llows: 

EXAMINATION 

BY MR. MARTIN : 


Q Okay. P lease state and spell your fu l l  

name for the record. 

A I 'm sorry? 
Q That's a l l  right. 

1 4  On behalf of the Witness: 
 Please state and spe l l  your fu l l  name for 

1 5  KENN ETH CHARLES MEISSNER, PRO SE 1 5  the record. 

16  1 6  A Okay. Kenneth Charles Meissner, 

17  1 7  K-e-n-n-e-t-h, C-h-a-r- 1-e-s, M-e- i-s-s-n-e-r. 

18  1 8  
 Q Okay. My name is John Martin and I am an 


officer of the Comm ission for the purposes of this 

2 0  2 0  proceeding. 

2 1  2 1  A gentleman named Jay Scoggins m ay be 

2 2  2 2  jo ining us at some time today; he is also an officer 

2 3  2 3  of the Commission for the purposes of thi s  

2 4  2 4  
 proceeding. 


This is an the United 
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2 4  
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Page 5 

1 States Securities and Exchange Commission, in the 1 
2 matter of Arete, comma, LLC, D-332  1 ,  to 2 
3 whether there have been v io lations of certain 3 
4 provis ions of the Federal Securities Laws; however, 4 
5 the facts developed in thi s  i nvestigat ion m ight 5 
6 constitute violations of other federal or state 6 
7 c ivi l  or criminal laws. 7 
8 Prior to the opening of the record, you 8 
9 were provided with a copy of the formal  order of 9 

1 0  investigation in this matter, as supplemented; it 1 0  
1 1  wi l l  be avai  lable for your exam ination during the 1 1  
1 2  course of th is  proceeding. 12 
1 3  Mr. Meissner, have you had a n  opportunity 1 3  
1 4  to review the formal order? 14  
15  
 A Yes. 


Page 7 

Q Do you understand that you may assert your 
rights under the Fifth Amendment to the Constitution 
and refuse to answer any question which may tend to 
incriminate you? 

A How would that happen? 
Q Well, i f -- i f  at any time you want to 

assert your rights under the Fifth Amendment to the 
Constitution and refuse to answer any question which 
may tend to incriminate you, you may do so; do you 
understand this? 

A Yes. Okay. 
Q Al l  right. Just a few -- a few 

housekeeping things, okay. 
If you want to go off the record, please 

advise me of your desire to do so, and I ' l l  decide 

1 6  Q Okay. A l l  right. And I 'm going to leave 1 6  
1 7  th i s  right here. I f  you need to look a t  it, you're 1 7  
1 8  welcome to d o  so -- 18  
1 9  A Sure. 1 9  
2 o Q okay? 2 o 

2 1  Prior to the opening of the record, you 2 1  
2 2  were prov ided with a copy of the Comm ission's 2 2  
2 3  supplemental information form; a copy of that has 2 3  
2 4  been marked Exhibit No .  1 .  Have you had the 2 4  
2 5 to review Exhibit No. 1 ?  2 5 

Page 6 

1 A Yes. 1 
2 Q Okay. And do you have any questions 2 
3 concerning this notice? 3 
4 A Not yet. 4 
5 Q Okay. 5 
6 Okay. You have the right to be 6 
7 accompanied, represented and advised by counsel; 7 
8 this means that you may have an attorney present and 8 
9 that your attorney can advise you before, during and 9 

1 0  after your examination here today; do you understand 1 0  

at that time whether to ask the reporter to do so. 
The reporter wi l l  not go off the record at your 
or -- your request. But if you need to use the 
restroom or you want to take a l i ttle break, j ust -
j ust tell me okay? 

A Okay. 
Q Let me also advise you, that after the -

after the staff has finished its questioning, you 
wil l  have the opportunity to clarify or add to 

Page 8 

you want to make additional statements at the end 
today, you're welcome to do so. 

A Okay. 
Q I wi l l  be asking you a number of questions 

today. If you do not understand or do not hear any 
question, please Jet me know, and just let me know 
right away. 

A Okay. 
Q Okay. Please allow me to complete 

questions before you begin your answers so that 
1 1  
 1 1  we're both not speaking at once, and please answer 

1 2  A Yes . 12  


Q 
 Okay. S ince you are not represented by 

audibly. Nods and shakes don't -- don't show up on 

the record. 


14 counsel, there are certain matters discussed in  14  
15  Exhibit No. 1 that I want to highlight for you. 15  
16  Do you understand, that upon your request, 1 6  
1 7  these proceedings wil l  be adjourned so that you may 1 7  
1 8  obtain counsel? 1 8  
19  A Yes. 19  
2 0 Q Okay. Do you understand that the statutes 2 o 
2 1  set forth in Exhibit No. 1 provide criminal 2 1  
2 2  penalties for knowingly providing false testimony or 2 2  
2 3 knowingly using false documents in connection with 2 3 

A Right. 
Q Okay. Also, p lease do not assume or infer 

anything from our questions. If we ask whether an 
event happened or someone did or said something, do 
not assume that th is occurred or that we believe it 
did. We're simply attempting to asceriain whether 
or not you have any information relevant to the 
investigation, okay? 

A Okay. 

(SEC Exhibit 1 4  was marked 

for identification.) 


BY MR. MARTIN: 

this investigation? 


A Yes. 
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2 5  

Page 9 Page 1 1  

1 Q Mr. Meissner, I 'm going to hand you what's 1 that. 
2 been identified as Exhibit 1 4; this is a copy of the 2 Q Okay. And -- and what I 'm asking you to 
3 subpoena by which you are appearing here today; is 3 do is -- wel l ,  I 'm representing to you that the 
4 that correct? 4 subpoena covers e lectronic documents, and I'd l ike 
5 A Yes. 5 to ask you to make that search,  too, okay? Would 
6 Q Okay . I ' l l  take it back. 6 you agree? 
7 A (Passes Exhibit 1 4  back.) 7 A Sure. 
8 Q Thank you. 8 Q Okay. Thank you . 
9 (SEC Exhibit 1 5  was marked 9 Did -- have you withheld any documents 

1 0  for identification.) 1 0  from us based on any claim of privi lege? 
1 1  BY MR. MARTIN : 1 1  A No. 
1 2  Q Mr. Meissner, this subpoena -- document 1 2  Q Okay. Were any documents called for by 
1 3  subpoena identified as Exhibit 1 5  cal ls for the 1 3  the subpoena not produced for any other reason than 
1 4  production of certain documents. Have you given 1 4  priv- -- privilege? 
1 5  the staff a l l  documents cal led for by the subpoena? 1 5  A There were some documents that were 
1 6  A I bel ieve so. 1 6  required that I d idn't fee l  were necessary to the 
1 7  Q Okay. Very briefly, describe the search 1 7  subpoena, I -- as I recal l  -
1 8  that you conducted for the subpoenaed documents. 1 8  Q Okay. 
1 9  A I f  I had them avai lable, that was my 1 9  A -- that I may not have sent. 
2 0  search, was if they were in my office. 2 0  Q Al l  right. I 'd  -- I 'd  l ike to ask you to 
2 1  Q Okay. And is your office at home? 2 1  send those documents to me, too. Why is it that you 
2 2  A Yes. 2 2  believe they weren't necessary? 
2 3  Q Okay. And did that include a search -- an 2 3  A Wel l ,  you were asking for information 
2 4  e lectronic search, your computer or -- 2 4  dating back forever. I mean, I -
2 5  A No. 2 5  Q Wel l ,  I 'm only interested in -- and 

Page 1 0  Page 12 

1 Q No? 1 actual ly, the subpoena dates back to -
2 A I did not do any electronic search that I 2 A I gave you my banking statements -- or my 
3 know of or can recal l .  3 bank information -
4 Q Okay. Do you have any electronic 4 Q Mm-hmm. 
5 documents that are responsive to the subpoena? 5 A -- and those things that I thought that 
6 A I don't believe so, no. 6 you were asking for. 
7 Q Okay. Okay. And do you have any e-mails 7 Q Okay. But the subpoena only goes back to 
8 that are responsive to the subpoena? 8 January 1 st of20 1 1 .  So anything before January 1 st 
9 A Gosh. I -- it could be. I had some 9 of 20 1 1 doesn't fit the subpoena. 

1 0  e-mails but I don't know if they're responsible -- 1 0  A Okay. Wel l ,  then that's probably -- that 

1 1  responsive to this. 1 1  information was sent. I mean - 


1 2  Q Okay. I 'd l ike to ask you, when you get 1 2  Q Okay. 

1 3  back home, to take this -- you know, to take the 1 3  A I bel ieve. 

1 4  copy of the subpoena that was sent to you, and go 1 4  Q Okay. A l l  right. And I 'm just asking you 


back through the subpoena, and do an electronic 
 to double-check, okay? 

1 6  search with your computer, including e-mails, and 1 6  A Okay. 

17 produce to me any other documents that are 1 7  Q Thank you. 

18 responsive to the subpoena; do you agree to do 1 8  And do you know of any documents that were 

1 9  so? 1 9  responsive to the subpoena but not provided, that 

2 0  A If it's stated -- so stated, yes. 2 0  were in your possess ion at some time, that were 

2 1  Q Okay. All right. Because it sounds l ike 2 1  lost, destroyed or otherwise d isposed of? 

2 2  you looked through your hard copy documents but 2 2  A No. 

2 3  didn't necessari ly look through your computer for 2 3  Q Okay. All right. I ' l l  take that. 

2 4  this; is that -- 2 4  A (Passes Exhibit 1 5  back.) 


A I didn't recal l  a question in there about Q 
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1 5  1 5  

2 1  A Yes, sir. 

Page 13 

1 (SEC Exhibit  1 6  was marked 1 
2 for identifi cation.) 2 
3 BY MR. MARTIN : 3 
4 Q Mr. Meissner, I 'm going to hand you what's 4 
5 been identified as Exhibit 1 6  . Do you recognize 5 
6 Exhibit 1 6? 6 
7 A Yes. 7 
8 Q What is it? 8 
9 A That was in  response to the information 9 

1 0  you were requesting. 1 o 
1 1  Q Okay. So it's a three-page document here; 1 1  
1 2  is that your handwriting? 1 2  
13  A Yes, sir. 13 
1 4  Q Okay . And this is your response to the 14 
1 5  subpoena that was issued to you; is that correct? 1 5  
1 6  A Yes, s ir .  1 6  
1 7  Q Okay . And I want you to hang onto i t  for 1 7  
1 8  now. We're going t o  g o  through some o f  these 1 8  
1 9  background questions, and if -- and Exhib it 1 6  1 9  
2 0  help you answer those questions. 2 o 
2 1  (SEC Exhib it 1 7  was marked 2 1  
2 2  for identification.) 2 2  
2 3  BY MR. MARTIN : 2 3  
2 4  Q Thank you. 2 4  
2 5  Mr. Mei ssner, I 'm also going t o  hand you 2 5  

Page 14 

1 what's been identified as Exhibit 1 7. Exhibit 1 7  is 1 
2 a multi-page document, from Bates range Meissner 1 I 2 
3 through Meissner 1 2, and at the top it says 3 
4 "Background Questionnaire . "  Do you recognize 4 
5 Exhibit 1 7? 5 
6 A Yes. 6 
7 Q And is that your handwriting in Exhibit 7 
8 1 7? 8 
9 A Y .  9 

1 0  Q A s  of today's date, which i s  November 1 0  
11  1 4th, 20 1 3  , i s  the infonnation i n  Exhibit 1 7  1 1  
1 2  accurate and complete? 1 2  
13  A (Examining) Yes. 1 3  
1 4  Q Okay. Let's look through the Background 1 4  

Page 15 

Q Okay. How much do you own and how much 
does the bank own? 

A I -- I -- you know, my wife takes care of 
that. It's probably 200-and-some thousand. 

Q On the mortgage? 
A Yes. 
Q Okay. And how much equity do you have in 

the home? 
A The house could be valued at 500, plus or 

minus. 
Q Okay. All right. And Fair Oaks Ranch is 

in what part of Texas? Where are you down there? 
A It's approximately fi fteen -- or ten to 

twelve miles outside the city l imits north of San 
Antonio. 

Q Okay . All right. Basical ly a suburb of 
San Antonio? 

A Wel l , it's its own city, but it's -- it's 
j ust outside of San Antonio. 

Q Gotcha. Gotcha. 
And you -- you identify in -- in your 

Background Questionnaire, which is Exhibit 1 7, you 
identify two cell phone numbers, including an old 
cell phone number. When did you stop using that old 
cel l phone number? 

Page 16  

A When I stopped hearing. I don't know when 
that was. That was probably -- I don't know. Gosh, 
five or six -- I'm not sure. 

Q But -- but -
A I 've had this phone here for -- since I've 

had -- have become hard of hearing, and it works 
through my bluetooth, which is new technology; so 
that was the reason for the change. 

Q Okay. So it sounds l ike maybe several 
years since you've used the old cell phone. 

A It was at least several years. My wife 
would have an idea, she's good at those numbers. 

Q Okay. Al l  right. And we go back 
through -- you have a securities account at 

Questionnaire i n  Exhibit 1 7. I want to look at --
 Ameritrade; is that correct? 

1 6  just kind of take it page-by-page, okay. 1 6  A Yes. 

1 7  Let's look at the second page. You state 1 7  Q And also at E*TRADE? 

18  in Exhibit l 6  that you -- you've l ived at A No. 


, for 1 9  Q Okay. Did you formerly have one at 
2 0 seventeen years; is that correct? 2 0 E*TRADE? 


2 1  A I -- I had some old shares of -- that I 

2 2  Q Okay. Do you own that home? 2 2  carried over a twenty-year period. I went to sell 
2 3  A Well ,  I have a mortgage against it. 2 3  them -- or open an account -- or tried to open an 
2 4  Q So you and the bank own that home? 2 4  account with E*TRADE, I gave them the shares. And 
2 5  A Yes. 2 5  there was some glitch in the thing, that I don't 

4 ( Page s 1 3  t o  1 6 )  
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1 recal l ,  that I got the shares back, and I opened 1 
2 with Ameritrade, and I sold those shares through 2 
3 Ameritrade. 3 
4 Q Okay. So the only securities account you 4 
5 have is at Ameritrade -- 5 
6 A Yes, sir. 6 
7 Q -- is that correct? 7 
8 A Yes, sir. 8 
9 Q Okay. Al l  right. And where do you bank? 9 

1 0  A I bank at Frost National Bank. 1 0  
1 1  Q Okay. And are those the only bank 1 1  
1 2  accounts you hold? 12  
1 3  A Yes. 13  
1 4  Q Okay. You -- you do l ist in your 


Page 19  

the settlements - - I don't know how he  found out 
about me -- that was my first meeting with him. 

And the primary reason, I find out, he 
wanted to -- or as part of the purchase, he wanted 
to get l icensed or have a -- an agreement -- or -- I 
don't know -- I guess you would cal l it a l icense, 
to sell l ife settlements so that he could get a 
commission on his purchase. 

I probably should have walked out of the 
room at that point; I didn't. My wife told me too, 
but I make bad decisions from time-to-time. 

But anyway, he bought three or four 
contracts, his wife -- in his name, in his wife's 
name, an I RA account, and possibly an IRA account in 

1 5  Background Questionnaire a Chase checking account? 15  
1 6  A Yes. 1 6  
1 7  Q Do you have a Chase checking account? 1 7  
1 8  A Those two accounts, yes, sir. 1 8  
1 9  Q Okay. 1 9  
2 0  A Frost and Chase. 2 0  
2 1  Q Frost and Chase, okay. 2 1  
2 2  Any other bank accounts? 2 2  
2 3  A No -- 2 3  
2 4  Q Okay. 2 4  
2 5  A -- not that I know of. 2 5  

-·· ------·- -- - --. " 0VA .-W.,-_.,_M__ 
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1 Q Okay. Al l  right. 1 
2 All right. And then I'm on Page 7 of the 2 
3 Background Questionnaire, and it talks about prior 3 
4 proceed ings. And it's -- it is my responsibi l i ty to 4 
5 sort of walk through this and understand some of 5 
6 this history. 6 
7 So, let me ask you about -- there was a 7 
8 j udgment entered against you, according to the 8 
9 Background Questionnaire, in November of 2006; is 9 

1 0  that correct? 1 0  
1 1  A That's correct. 1 1  
1 2  Q What were the circumstances of that -- of 1 2  
13  that lawsuit or -- or action? 1 3  
14 A How much information do you want? 14  
1 5  Q Wel L why don't you -- why don't you start 15  
1 6  tell ing me about it ,  and we' l l  -- 1 6  
1 7  A Okay. I was, at the time, sell ing l ife 1 7  
1 8  settlements through Mutual Benefits Corporation, out 1 8  
1 9  of Florida. I did a ton of due di l igence with them, 1 9  
2 0  felt l ike they were v iable. I do mostly fixed with 2 0  
2 1  my clients, especially in this low interest rate 2 1  
2 2  environment. 2 2  
2 3  And in the process of sell ing these l ife 2 3  
2 4  settlements, a gentleman came to me, Steve Konetzke, 2 4  
2 5  and he wanted to buy -- came to me and wanted to 2 5  

his name. I believe one or two of those contracts 
matured, which means -- are you fami l iar with l ife 
settlements? 

Q Why don't you explain it for the record so 
that we have it in the record. 

A Okay. 
Q Yeah . 
A A l ife settlement is basically a person 

who has been issued a l ife insurance previously, has 
found reason that he would l ike to sel l that 
contract -- for several reasons -- and get the 

Page 2 0  

funds. One o f  the reasons, that h e  may not be able 
to pay the premium or he needs the cash. I can name 
a ton of reasons why you'd want to do it. 

Anyway, you put that up for auction. 
There's a market out there, it's been around for 
years. It's a capital equity. That account was -
is purchased by investors. 

Mutual Benefits Corporation handled the 
transaction -- or was the -- I guess, the conduit of 
those transactions. They came to me, I presented 
them to c l ients. They put money into the contracts 
in piecemeal -- at some occas ions maybe the total 
contract. But most of them were l arger-type 
equities, so we're talking enough that it took 
several people to buy the contract. 

Q Mm-hmm. 
A Konetzke bought three or -- or four of 

these accounts. I don't recal l how much it was, but 
I do recal l that -- I believe one or two of his 
contracts matured. He got the funds in a very short 
period of time. Lists, then, what was -- excuse 
me -- designated. These contracts come with 
maturity-type estimates. A doctor supposedly looks 
at them and says, " You're going to die in four 
years," and that's information based on financial  -

5 ( Pages 1 7  to 2 0 )  
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1 or medical information. 1 
2 Q So, what was the d ispute then? 2 
3 A Wel l ,  the d i spute was, then, that the -- 3 
4 I -- I guess it was the Securities and Exchange came ! 4 
5 in and said that Mutual Benefits Corporation was 1 5 
6 se l l ing unregistered securities.  6 
7 Q Okay. 7 
8 A And so they took it into receivership, and 8 
9 Konetzke filed a lawsuit against me for that reason. 9 

1 0  Q As a -- a -- l ike a fraudulent sale? 1 0  
1 1  A He wanted his money back, I guess. 1 1  
1 2  Q Okay. A l l  right. A l l  right. 12  
1 3  A I mean, he -- although he bought them, he 1 3  
1 4  knew that -- he's sophisticated . H i s  wife's an 14 
1 5  attorney. I have a lot of other c l ients who 15 
1 6  purchased these; none of them sue me. 1 6  
1 7  Q Mm-hmm. 1 7  
1 8  A H e  sued me. 1 8  
1 9  I decided that probably the best thing to 1 9  
2 o do  and the easiest thing was just -- I d id  fight it, 2 o 
2 1  because I thought he was -- I thought it was -- 2 1  
2 2 well ,  I thought it was crazy. But anyway, I d id  2 2 
2 3 fight it. 2 3 
2 4  And the Judge, I think, made the 24 
2 5 decision -- which is in the records -- that it was 2 5 

Page 2 2  

1 unregistered, even though the largest law firm in 1 
2 Florida said it wasn't, a l l  the paperwork said it 2 
3 wasn't -- 3 
4 Q M m-hmm .  4 
5 A -- a l l  the documentation said it wasn't. 5 
6 Anyway, the decision was it was; that I 6 
7 d idn' t  unknowingly sel l  an unregistered security 7 
8 because I d id my due d i l igence. And I th ink, 8 
9 the rule -- could be corrected on th i s  -- I had to 9 

1 0  purchase the contracts back fro m  him.  1 o 

1 1  Q Okay. Because they were unregistered 1 1  
1 2  securities that you sold to h im? 1 2  

Q Right. I under- -
A So he held onto a couple of them. 
Q Understood. 
A So that gives you the -- his personality, 

or whatever. I don't want to -

Q Okay. 
A -- make disparaging remarks. 
Q Okay. So, also in your Background 

Questionnaire, on Page 7 -- which, again, is Exhibit 
1 7  -- you identify a civil lawsuit where the 
Plaintiff is Martha Jane Aldred? 

A Yes, sir. 
Q Okay. Would you explain the circumstances 

of that lawsuit. 
A The -- her husband's name was Jack Aldred; 

I had known him for a good period of time, ten years 
or so. H e  was i n  the oi l  field. H e  made his money 
on the rich end, I made mine on the working end. We 
had lots of great discussions, we became very good 
friends. He l ived in Houston when I was there. And 
then I moved to San Antonio, and I'd go back and 
forth and visit. 

He had a stroke and his wife put him in a 
nursing home in  Houston. I continued to  go  down and 
visit with him over a of one, two, or 

Page 2 4  

three years, and suggested certain -- sold an 
insurance pol icy to his wife. I 'm insurance 
l icensed. I sel l  l ife insurance annuities and 
structured annuities, and, at one time, l ife 
settlements, which I don't anymore. 

But in the process, I was -- and was 
security l icensed at that time -- there was a 
company call ed Adam that invested funds in mutual 
funds; I sold that to them. And anyway, made 
several investments with him. We discussed 
investments each time we got together. 

In the process, I told him about a company 
A Yes .  13 I was working with in  -- or San Antonio. The name 
Q Okay. And s o  what was the reso lution? 1 41 4  
 of the company is Latelco. I t  was a wireless 

1 5  A I paid h im,  I be l ieve, $90,000. 
1 6  Q Okay. A l l  right. And that was in? 
1 7  A 2006, I think, was the -- or, no .  The 
1 8  settlement was 2007 -
1 9  Q Okay. 
2 o A -- September of 2007. 
2 1 Q Okay . You --
2 2  A By the way, th is  is how much of a -- this 
2 3 is his personal ity: Even though I purchased back 
2 4 the contracts, he wanted to hold a couple of them 
2 5 because he mature . 

1 5  operation that was supposed to do -- deliver 
1 6  wireless i nformation from the outer boondocks to the 
1 7  main l ine; looked very viable. He had asked me 
1 8  several times about it. I said, you know, " I' l l  get 
1 9  you some information or I ' l l  have them send you 
2 o information. " 
2 1  They sent him information, he read over 
2 2  it, I bel ieve he even cal led and talked to them, and 
2 3 he invested some funds in Latelco. 1 believe it 
2 4 was -- I think it was $ 1 00,000. 
2 5 Q Okay. 
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1 A I made investments in Latelco. I felt -- 1 Q Okay. 
2 Q And this was a private company? 2 A -- felt. 
3 A Yes. 3 Q And how d id  that resolve itself? 
4 Q Okay. 4 A I paid him back his $ 1 00,000 plus some 
5 A At the time, it was private -- wel l ,  it 5 interest. 
6 was a private company. 6 Q Okay. A l l  right. I 'm also fam i l iar with 
7 Q Okay. 7 a suit or a claim dating a l l  the way back to 1 988, a 
8 A And they were very close to getting 8 Grossman claim -
9 funding when the dot-com bubble exploded in 9 A Jesus. 

1 0  two-thousand-something -- whatever that was. And 1 0  Q -- okay. 
1 1  had funds that were designated that we -- that -- I 1 1  Can you explain to me the circumstances of 
1 2  say "we" -- Latelco did, that would have probably 12  the Grossman situation? 
1 3  made it -- gave i t  the possibi l ity of  being 13  A Another -
14 successful. When the dot-com exploded, everything 14 Q I 'm sorry. It's not -- it's not a -- it's 

went to hell i n  a hand basket, there were no funds 1 5  not a negative version of This Is  Your Life. I 'm 
16 available. Latelco, since, went bankrupt. 
17 Jack Aldred passed away -- I'm not sure of 
18  the exact date. His two children came and sued me, 
19 saying that I had sold him a very risky investment. 
2 0  I didn't -- l may -- I don't believe I sold i t  to 
2 1  him. l -- I don't sell, I present my opinion. The 
2 2  two of them were really similar to Mr. Konetzke. 

1 6  j ust trying to pul l  through some thi ngs I 'm required 
1 7  to pul l through. 
1 8  A Well, what you're really exposing is my -
19  my abi l ity to really choose some good people -- I 
2 o mean some people that can cause me grief. I should 
2 1  know better. 
2 2 Anyway, Grossman -- I don't recal l ,  that 

So, I pick out some good people here. 2 3 was so long ago -- was from New York; he was on a 
2 4  Anyway, it wasn't him -- them I was doing 2 4  disab i l ity c laim from New York. And the fel low was 

business with, I was doing business with Jack 2 5  not disabled. 

Page 2 6  Page 2 8  

1 Aldred. I had negotiations back and fotih with them 1 Q M m-hmm. 
2 and finally agreed that I would give him back his 2 A H e  was doing -- playing gol f  and doing fun 
3 money. 3 things and a l l .  
4 Q Okay . What were the nature of the 4 Anyway, he fi led a suit - - I don't even 
5 allegations that they brought? 5 recall the -- the detai ls .  He fi led say ing that -
6 A They said it was too risky an investment 6 Q Was it -
7 for him. 7 A I don't even remember who I was working 
8 Q Okay. Was it a fraud - 8 for at the time. 
9 A No. 9 Q As I understand it, it was related to 

Q -- allegation? 1 0  neg- -- quote/unquote, negl igent handl ing of 
No. They said -- they were saying it was 1 1  investments; is  that -

inappropriate -- 1 2  A That is what he may have thought. 
A -- inappropriate investment for him. 1 313  
 Q Right. And it was for the rescission of 
Q Okay. Al l  right. Too risky for him? 1 4  the purchase of certain stock? It  was a stock 
A Yes. 1 5  purchase? 

1 6  Now, his background is he's a wi ldcat, or 1 6  A He had bought some stock and he wanted me 
he was a risk-taker. He knew -- you know, he was 1 7  to buy the stock back, I bel ieve. I don't -

1 8  all growed (sic) up, he knew what he was doing. 1 8  Q Okay. 
Q Mm-hmm. 1 9  A That went to arbitration, I bel ieve. 

2 0  A You know, if that wouldn't have been the 2 0  Q So, what did he claim? What was his -
2 1  case, I would have not recommended or suggested it. 2 1  what was his issue? 
2 2  He knew the risks. 2 2  A Well, of course, the stock went -- when 

Q Okay. 2 3  the stock goes down, people  decide they want their 
2 4 . A But his children didn't feel  l i ke he did, 2 4  money back because it was a bad deal . Well ,  he 
2 5  I'm not sure -- 2 5  wanted -- he said it was a bad investment, whatever, 
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1 I shouldn't have sold it to him . 1 A And said that I needed to buy the stock 
2 Q Okay. 2 back -- back. 
3 A Okay. S o  I don't recall what the resolve 3 My contention was, you had p lenty of time 
4 w . 4 to sell it ,  i t  had made  a profit, now you want me to 
5 Q Okay. And in my notes I've got that it 5 do this .  I guess I 'm a n ice guy. 
6 settled for $ 1  300; does that - 6 But anyway, I don't know what the -- if 
7 A I don't recal l .  7 the comis -- we agreed that I would buy the stock 
8 Q Okay. 8 back. 
9 A He - 9 Wel l ,  s imilar to Konetzke, Francis Round 

1 0  Q All  right. 1 0  Davis  decides that, gosh, she wants to keep half the 
1 1  A It was in arbitration. 1 1  stock because it sti l l  may m ake some m oney. 
12  Q All  right. 1 2  But anyway, that 1 3 00, I think, reimbursed 
13  A That 1 300 may have been that I bought 1 3  her for what she felt she needed reimbursement for. 
14  whatever stock he was wanting me to buy back. I 1 4  Q Okay. At -- at some point, you -
1 5  don't know. 1 5  A It sounds l ike I 'm making excuses, but, I 
1 6  Q Mm-hmm. 1 6  mean, thi s  i s  actual .  This i s  -- could -- probably 
1 7  A I don't recal l .  That was a -- I mean, 1 7  could be a -- wel l ,  it's my n ightmare. But proceed. 
1 8  I'm -- that was twenty years ago. 1 8  Q Okay. At -- at some point in your career, 
1 9  Q Right. 1 9  you held securitie s  l icenses, correct? 
2 0  Other than the Konetzke matter, the Aldred 2 o A Yes, s ir, prior to giving it up back in 
2 1  matter and the Grossman matter, have you ever been a 2 1  two-thousand -- or th irteen years ago, I bel ieve it 
2 2  Defendant in any other criminal, civil or regulatory 2 2 was -
2 3  proceeding? 2 3  Q Okay. 
2 4  A Ever? 2 4  A -- after the Aldred thing. 
2 5  Q Ever. 2 5  What l icenses d id  hold? 

Page 3 0  Page 32 

1 A Yes. I had a s imi lar s ituation with a 1 A At the time? 
2 Francis Round Davis, who - 2 Q Yes. 
3 Q And - 3 A I -- securities -- or section -- or Series 
4 A -- did a simi lar thing to Grossman, I 4 7, l i fe insurance, l i fe and -- and health -
5 guess. I had sold - 5 Q Okay. 
6 Q And when -- when was this,  s ir? 6 A -- l icense. 
7 A I don't recal l .  I don't know. That was 7 Q And obviously, your securities l icense is  
8 back -- I don't know. Gol l .  Gosh. 8 a national  l icense, correct, your Series 7? 
9 Q Around the time of the Grossman? 9 A (Witness nods head.) 

1 0  A It could have been. Because it was a -- I 1 0  Q Is that correct? 
11  think it was involved in the same stock. This was 1 1  A Whatever that i s .  
12 the stock that I finally sold through Ameritrade, 1 2  Q Yeah. 
13 after holding it for fifteen years. 1 3  But your insurance l icenses tend to be 
14 But it was a stock in a gold company, and 1 4  l icensed by the States? 
15  Francis Round Davis decided that -- as a matter of 1 5  A Yes. 
1 6  fact, the stock went up, and she made money, and she 1 6  Q Okay .  So  were you l icensed -
1 7  didn't sel l  it. So then it goes down, and she comes 1 7  A State of  Texas. 
1 8  back and says this is  a risky investment, and she 1 8  Q State of Texas? 
1 9  goes into small claims cow1. And, of course, she's 1 9  A I d id  have other l icense in other states, 
2 0  an older -- she was older. But she came in -- she 2 o as a resu lt of having a c l ient who had employees in 
2 1  probably came in in a wheelchair - 2 1  other states .  A nd then doing business in the other 
2 2  Q Mm-hmm. 2 2 states, I had to get a l i cense. 
2 3  A -- that's probably the mode (sic) of 2 3 Q Okay. So  let's -- we'l l  skip around just 
2 4  operandi .  2 4  a l ittl e  b it. 
2 5  Q Mm-hmm. 2 5  Let's talk about insurance 
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1 Are you currently l icensed -- do you currently 1 the insurance industry -- or the securities industry 
2 insurance l icenses? 2 was getting to a point where I d idn't want the r isk, 
3 A Yes, s i r. 3 the l iabi l ity. And most of the younger generation 
4 Q Okay. Tel l  m e  what those l icenses are. 4 are doing business on the Internet -
5 A It's an insurance l icense. 5 Q Mm-hmm. 
6 Q Okay. L ife? 6 A -- paying $ 1 0  or $8 a fee; I didn't want 
7 A Life and health -- 7 that. So, I was planning -- at the time, I was 
8 Q Okay. 8 doing -- or -- or s itting in a brokerage shop, and I 
9 A -- which a l lows me, also, to se l l  9 was planning on giving it up anyway, because it was 

1 o annu it ies .  1 o coming up for renewal, and the -- there were some 
1 1  Q Okay. And how long have you held -- 1 1  new restrictions coming out and I didn't want to do 
1 2  A For thirty years. 1 2  that. And so I -- I had discussed with the NASD the 
13 Q Okay. In the state of  Texas? Aldred s ituation, and I guess w e  were i n  agreement 

1 4  A Yes. 1 4  


Q 
 And then you have -
that I j ust go ahead and let my l icense go. 


Q Okay. And s o  did you agree to a bar by 

1 6  A -- other states, as a result o f  having to 1 6  the NASD; was that the outcome? 
1 7  do  business in some other states .  17  A I 'm  not sure if  i t  was- a bar. 
1 8  Q Okay. And what are those other states? 1 8  Okay.
Q 


A
A I was l icensed in 26  states - I t  was more of a, I 'm going to do this 

2 o Q Okay. 2 0 anyway, so whatever. 

2 1  A -- at the t ime. I t  was a m ajor company, 2 1  Q And the NASD said, "Fine -
2 2  that had employees a l l  over -- a l l  over the Un ited 2 2  A F ine. 

2 3  States. But  I don't know what they're ca l led .  2 3  Q -- "because we're going to make you do it 

2 4  They're cal led -- wel l ,  I don't know. 1 24 if  you don't give it  up"? 

2 5  Q Okay. Currently, though -- 1 2 5  A I think that's how it happened. 


_____ , ,--------------- --------,--,------ -, ___ ",, ____ , _______ , 
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1 A My resident l icense was Texas, has a lways 1 Q Okay. Al l  right. A l l  right. Fair 

2 been Texas. 2 enough. 

3 Q Okay. And currently, do you hold other 3 And that was -- that was on the heels of 

4 state insurance l icenses? 4 the Aldred s ituation? 

5 A I don't th ink so. 5 A That was the result of the Aldred fi l ing. 

6 Q Okay. 6 They d idn't have to do that. I was to pay h im -- or 

7 A I 've canceled most of them. I don't -- 7 pay them back anyway. But anyway. 

8 some of them, that I don't have  to pay fees on, I 8 Q Okay. And so the last securities firm you 

9 may sti l l  have . 9 worked for was L incoln Benefit F inancial Services; 


1 0  Q Okay. Let's go back over to the 1 0  is that correct? 

1 1  securities l i cense; you he ld that l icense unti l  you 1 1  A I worked -- I -- I wasn't paid, but I -- I 

1 2  said approximately thirteen years ago; i s  that 1 2  sat in an office -- the Donlen operation, who has 

1 3  correct? 1 3  s ince sold thei r  operation to somebody . But L incoln 

1 4  A Correct. 1 4  National was the -- the last largest person that I 

1 5  Q Okay. So right around the year 2000? 1 5  worked for. 

1 6  A Yes. 1 6  Q Okay. 

1 7  Q Okay. And what were the c ircumstances 1 7  A Or operation. 

1 8  you term inating that l icense o r  giving u p  that 1 8  Q A l l  r ight. And securities firm? 

1 9  l ic ense? 
 A Yes. 

2 o A The A ldred ch i l dren fi l ed a -- against -- 2 o Q Okay. 

2 1  because I had a lready decided to settle, they fi led 2 1  A Wel l ,  it was l i fe and securities. 

2 2  w ith the NASD -- I guess to encourage m e  or  22  


whatever. But anyway, they fi led .  

Q 
 Okay. A l l  right. S ince then, have you 


worked for any securities firm? 

2 4  
2 5  

I was p lanning to drop the l icense at that 
At that I think I'm and 

2 4  
2 5  

A 
Q 

No. 
l i fe -

DIVISION EXH. 2 
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1 A True. 1 it, so -
2 Q -- or only health -- I'm sorry -- 2 Q Okay. 
3 insurance firms? 3 A And one of the cl ients that I did -- or -
4 A Life and health and annuities - 4 or who purchased the Arete product was a fri end that 
5 Q Okay. Sorry. 5 I've known for a years -
6 A -- yes, sir. 6 Q Okay. So -
7 Q I'm going to -- 7 A -- who was not a c l ient prior to that. 
8 (SEC Exh ibit 1 8  was marked 8 Q So you d id  d iscuss Arete at social 
9 for identification.) 9 gatherings? 

1 0  B Y  MR. MARTI N :  1 0  A I -- I d idn't -- I was told vehemently not 
1 1  Q So, Kenneth, I 'm going to hand you what's ! 1 1  to d iscuss Arete o r  the deal, but to say, " If you 
1 2  been identified a s  Exhibit 1 8  . Exhibit 1 8  i s  a I 1 2  may be interested in a fixed type of return that 
1 3  two-page document, SEC-Meissner-P- 1 4  through 1 5  . Dd 13 looks attractive, I ' l l  get some information to you." 
14 you recognize Exhibit 1 8? 14 Q Okay. And neve11heless -

A Yes.  A I never mentioned Arete, actual ly.  
1 6 
1 6  Q And what is Exhibit 1 8? Q Okay. B ut nevertheless, you discussed it 

in general terms at -- it's what sounds l ike social A It's my biograph. 

1 8 
1 8  Q Okay. circumstance in your neighborhood? 
A Well ,  my -- what -- is that how you say A Quite possibly. 

2 0  it, biograph? 2 0  Q Okay. 

2 1  Q Your biography? 2 1  A Because I se l l  fixed products. 

2 2  A B iography. 2 2  Q Sure. 


Q There you go. A And so some of my other fixed products pay 
2 4  A Okay. 2 4  s imi lar interest rates. 
2 5  Q And is th is  someth ing you sent to 2 5 Q Okay. Did you ever send out faxes or 

Page 3 8  Page 4 0  

1 prospective c l ients? 1 e-m ai ls ,  or any other kind of  broader information, 
2 A I did this way back when. I haven't 2 with any of the Arete infonnation or anything 
3 done -- I haven't sent this out i n  years, probably 3 genera l ly about Arete? 
4 four or five years. 4 A No.  
5 Q Okay. Did you ever send out something 5 Q Okay. Did you ever cal l  folks about 
6 l ike this during the time when you introduced people 6 Arete? You know -
7 to the Arete product? 7 A No.  
8 A To Arete? 8 Q Okay. Any other form of  s011 of 
9 Q Arete. 9 introduction, other than what you've already 

1 0  
1 1  

A No. I only dealt with existing people 
that I knew .  I did not sol icit anyth ing.  

1 0  
1 1  

described or talked about? 
A The only thing I could possibly say i s  

1 2  Q Okay. 1 2  maybe someone asked me  about that, and I - - I don't 
1 3  A So I didn't send it -- I d idn't need to 1 3  know if I sent them information or not, so -
1 4  send this out. M ost of my cl ients I 've known twenty 1 4  Q Somebody came to you? 
1 5  years . 1 5  A Yes. 
1 6  Q Okay. Let me -- and I -- and we're a 1 6  Q And how d id  they come to you or learn from 
1 7  l ittl e  bit off -- out of the - 1 7  you? 
1 8  A Yes. 1 8  A Well ,  they just -- they know me through 
1 9  Q -- out of the sequence of the topic  right 1 9  social functions, other friends. Refer- -- some -

2 0  now, but I j ust want to ask you a quick question. 2 0  wel l ,  no. I don't know if any came as a referral or 
2 1  In the course of introducing Arete to 2 1  not. 
2 2  investors, did you only speak to current cl ients? 2 2  Q Okay. A l l  right. 
2 3  A No. I -- in my neighborhood, I have - 2 3  MR.  MARTIN: Let's go off the record at 
2 4  socially have -- may have d iscussed -- you know, 2 4  9 : 1  1 a .m.  
2 5  they may ask me what I'm doing, and I may d iscuss 2 5  (Break from 9 :  1 1  a .m.  to 9 :23 

1 0  ( Pages 3 7  to 4 0 )  
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13  

Page 4 1  

1 MR. MARTIN:  Let's go on the record at 1 
2 9:23 a.m. 2 
3 BY MR. MARTIN: 3 
4 Q While we were off the record, there were 4 
5 no substantive conversations between the witness and 5 
6 the staff; is that correct? 6 
7 A No. 7 
8 Q Okay. Or, yes, it is correct? 8 
9 A Pardon? 9 

1 0  Q Yes, it is correct? 1 o 
1 1  A Yes, it is correct. 1 1  
1 2  Q Okay. 12  

Page 4 3  

trying to sell low-risk, fixed, guaranteed products. 
Q Right. 
A I have got involved, after a Jot of 

research into, sell ing what's call ed " structured 
annuities ."  A structured annuity is an annuity 
s imi lar to a l ife settlement, in that a person who 
was awarded a settlement, because of whatever 
reason -- he was run over by a car and he got a $5 
mil l ion settlement -- he has -- he has been given 
an -- a settlement in which an annuity is paid out 
to him over a period of years, number of years, 
l ifetime, any number of maturities. 

1 3  
 A There was no - It seems, in this -- s ince the great 
14 Q I -- I wanted to step back for a minute 14 
15  and also ask you  about your more recent work 1 5  
16  history. So, what -- what are the circumstances of 1 6  
17  your employment right now? 1 7  
18  A I 'm self-employed. I 've been 1 8  
1 9  self-employed for twenty years. 1 9  
2 0  Q And when you say "self-employed," in the 2 o 
2 1  context of the insurance world -- 2 1  
2 2  A I work for myself as an independent 2 2  
2 3  agent -- 2 3  
2 4  Q Okay. 2 4  
2 5  A -- i s  what -- i s  considered self-employed, 2 5 

Page 42 

1 or what I consider se lf-employed.  I have the 1 
2 insurance l icense, the annuity l icense, health 2 
3 insurance, that's what I have settled in  se l l ing, or 3 
4 fixed guaranteed type products, that o ffer a 4 
5 guaranteed or a good rate of  return at a low risk, 5 
6 in this low i nterest rate environment. 6 
7 Q Okay. 7 
8 A We're i n  a very -- low interest rate 8 
9 env ironment; everybody w i l l  agree with that. 9 

1 0  Life insurance, there's not m uch question 1 0  
1 1  about that. That -- the l i fe insurance that I se l l  1 1  
1 2  i s  whole l i fe .  I d o  not get i nto a l l  the l i tt le -- 1 2  

recession, that a Jot of the -- of these -- and I 
guess I would  -- I don't have an age factor, because 
I don't really know who's sel l ing. But the person 
that received the settlement is coming back and 
saying, "I don't want a monthly settlement anymore, 
it's not paying my bi l ls ,  I want to sell the 
remaining potiion of my payments or some tranche in 
there . "  Sometimes they don't sel l the total . 
They'l l  j ust say, " I  want to sell the next five or 
ten years ."  

Q And there -- and there's a market for them 
to do so at a discount, right? 

Page 4 4  

A There's a wholesale market out there that 
deals in that, and that market is avai lable to me. 
1 get those -- I get the inventory of those cases, 
and I present them to my cl ients . The interest 
rates can vary anywhere from 4 to 9 percent -

Q M m-hmm.  
A -- depending on the period of time, the 

maturities, and -- and the -- and, I guess, the 
negotiations. I 've been doing that for three or 
four years. 

In the process of doing -
Q Wel l ,  what are the -- what are the 

a l l  o f the -- the derivative type of  l i fe insurance. 1 3  companies that you work with in order do that work? 
I se l l  a whole l i fe insurance that pays d iv idends.  14 A Oh, there's an MJ Financial, there's a 

Q Mm-hmm.  1 5  Main Street, there's a Genex -- there's ten of them. 
A With an AA++ company. I sel l  annuit ies.  1 6  

But I have gotten -- with in the last -- I guess it's 1 7  
three years o r  so, I have kind o f  m oved away from 18  
insurance annuities because of  the low interest rate 1 9  
environment, and I d id  not -- I d i d  not have a 2 0 
securities l icense. And  a lot o f  the annuities -- 2 1  
variable annuities are securities .  2 2 

I -- Main Street -- you know, I can't even recal l  
the l i tt le ones. I can get them for you. 

Q Mm-hmm. 
A They -- they al l  -- oh, Bul l  Brook -- Bul l  

Brooke -- B-u-1-1 B-r-o-o-k-e, I believe. Bul l  
Brook & Associates .  

But I work with enough of  them that I get 
The hybrid annuities, the indexes are not 2 3  a varied amount of i nventory, that al lows me to find 

considered annuities. But I ' m  not -- I d o  not se l l  2 4  inventory -- or find a product for a cl ient who fits 
those, because do have a r isk factor and I 'm 2 5 maturity. Because they wil l  run 

1 1  ( Page s 4 1  t o  4 4 )  
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Okay. you your 

Page 4 5  Page 47 

1 anywhere from -- they pay immediately. I sold one 1 A I t ' s  -- over the  years, it 's gone down 
2 j ust recently that starts paying immediately .  2 because most o f  the m  are dying. So I wou ld  say I 
3 Q Okay. 3 probably h ave  1 50, m aybe 200 c l i ents. 
4 A There's some that don't pay for five 4 Q Okay. And how do you find new c l i ents? 
5 years. There's some that don't pay for ten years. 5 A Through referrals ,  basical ly.  Ask around . 
6 There's some that don't pay for twenty years. 6 I was p lanning to get involved in a mai  l-out of  
7 I don't go out more than ten, because most 7 sorts though . 
8 of my clients want income currently or in the 8 Q B ut you h aven't done so  yet? 
9 future, and they want to, more or less, ladder those 9 A I haven't done it, no.  

1 0  products, so that money comes in - 1 0  Q Okay. 
1 1  THE REPORTER: I'm sorry. They want to? 1 1  A I 'm  -- I 'm  thinking about it, I haven't 
1 2  THE WITNESS:  Ladder. "Ladder" as in a 1 2  done it. 
1 3  structural ladder. 1 3  Q Do you do  lunches, d inners? 
1 4  A -- maybe two or three, so that they have 1 4  A I d id  -- wel l ,  no, not rea l ly .  N ot on a 
1 5  money coming in, they can reinvest if interest rates 1 5  mai l-out type .  The country -- or  the development 
1 6  were to move up -- which everybody seems to think is 1 6  that I l ive  in has a country club, and they came to 
1 7  going to happen sooner or later. 1 7  me and asked me to be on a board -- an econom ic 
1 8  In the process, back in -- it was at the 1 8  board that presented varied things, a CPA, an 
1 9  beginning of 20 1 2  I heard about the A rete -- and it 1 9  attorney, an insurance person, a broker, or a 
2 0  wasn't Arete, it was -- I heard about a product that 2 0  representative -
2 1  offered a 6 to 7 percent return, backed by G innie 2 1  Q Mm-hm m .  
2 2  Mae contracts. 2 2  
2 3  B Y  MR. MARTIN: 2 3  
2 4  Q Okay. And - 2 4  
2 5  A And I heard -- go ahead. 2 5  

Page 4 6  Page 4 8  

1 Q Before we go down that road, I want to - 1 told them what I would present. 
2 that -- that is going to be a more involved 2 Q Mm-hmm. 
3 conversation. 3 A And m y  presentation was general ly,  again, 
4 A Okay. 4 on fixed return assets, annuities, l ife insurance. 
5 Q I want to continue to tal k generally about 5 Q And those five get-togethers, or -- or 
6 your work these last few years and -- and the 6 forum s, or whatever you want to cal l  them, when -

7 products you sel l  and so forth. 7 A "Forums" they cal l  them. 
8 A All  right. 8 Q -- when d id  those happen? 
9 Q So you mentioned whole l ife products. 9 A That was -- this i s  probably 20 1 2  and 

1 0  What -- what company do you work with on the whole 1 0  20 1 1 .  
1 1  l ife? 1 1  Q Okay. And during that time period, at any 
1 2  A I work with several, but mainly with 1 2  of those, did you ever d iscuss the Arete product? 
1 3  Lafayette Life, out of Lafayette, Indiana. 1 3  Even if you d idn't cal l  it A rete, but just the -
1 4  Q Okay. And then you also mentioned you 1 4  A I d idn't know about the Arete product when 
1 5  sti l l  do a l ittle bit of annuity work - 1 5  I was doing that. 
1 6  A Yes. 1 6  Q Okay . So this was before you learned 
17  Q -- annuity sales. And - 1 7  about it? 
18  A Recently sold a -- or I 'm l icensed with 1 8  A No. The answer i s  "no ."  
19  A viva -- A-v-i-v-a -- Insurance, who's been bought 1 9  Q Okay. And how else do  you find your 
20  out by Athene -- A-t-h-e-n-e -- Insurance; I 'm 2 0  c l ients? 
21  l icensed with them. I have -- I'm l icensed with 2 1  A Just word of mouth, and social events, 
2 2  probably twenty insurance companies that I - 2 2  country club events. 
2 3  Q Okay. 2 3  Q Mm-hm m.  
2 4  A -- don't do any busi ness with. 2 4  A I play golf. 
2 5  Q And what's the size of your cl  ient base? 2 5  Q And would describe 

1 2  ( Page s 4 5  t o  4 8 )  
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1 business a s  - - a s  consistent? Has  your business 1 
2 been consistent with what you've described for the 2 
3 last, say, five years? 3 
4 A It 's been floundering because of these 4 
5 glitches that I go through -- 5 
6 Q Okay. 6 
7 A -- have gone through. 7 
8 Q But the approach to your business and the 8 
9 products you sel l ,  i s  that consistent -- 9 

1 0  A Hasn't changed. 1 o 
1 1  Q Hasn't changed, okay. And it hadn't 1 1  
1 2  changed maybe for even ten years o r  s o  -- 12  
1 3  A No .  1 3  
1 4  Q -- i s  that fair? 1 4  

Page 5 1  

Q Right. 
A I think the best rate right now in an 

annuity, guaranteed, i s  2 percent. 
Q Right. Well ,  am I understanding correctly 

that most of your cl ients, then, are older and 
looking for fixed returns? 

A Well ,  not really. A lot of them have 
their own investment advisors -- security investment 
advisors, they are invested in the stock market, and 
they're -- that's another part of the problem that I 
have, because the market has going gangbusters -

Q Okay. 
A -- and so everybody is fat and sassy right 

now. 
1 5  
 A N o .  Q Right. 
1 6  Q I s  that fair? 1 6  A And my cl ients that are the 50 or 65 or 70 
1 7  A N o, it hasn't changed. I do  - 1 7  range are -- are probably a higher percentage in 
1 8  Q Yeah. 1 8  securities than they are wanting fixed -- those dul l  
1 9  A You know, there's not a lot of  rocket 1 9  old fixed interest rate returns .  
2 0  science i n  fixed return assets . 2 o Q Right. Right. 
2 1  Q Okay. But you wi l l  say that -- i s  it fair 2 1  Let me ask you -- I'm going to take this 
2 2  to say the last few years - - i f  I 'm understand ing 2 2 back from you. 
2 3  your testi mony correctly, the l ast few years has 2 3  I'm going to ask you to look at your 
2 4  been d i fficu lt because the interest rates are low? 24 Background Questionnaire, which is Exhibit 1 7, and I 
2 5  A Yes. And 25  want you to look at Page 3 ,  if you would. 

Page 5 0  Page 5 2  

1 
2 

Q 
old -

And some of  your c l ients are getting 1 
2 

At  the top of Page 3 ,  No .  1 6, it 
identifies salaries and bonuses, and so forth, for 

3 A Getting old,  too. 3 the last three years? 
4 Q -- and dying? 4 A Right. 
5 A Yes. 5 Q Well ,  let's go back through that. Let's 
6 Q Right. It's hard to sel l  something to 6 stm1 with the year 20 1 0, and you identified $49,38 1  
7 a - 7 in salary, and that salary was based on what? 
8 
9 

A As I had mentioned on the phone to you, 
I 'm 73 years o ld .  

8 
9 

A Commissions mostly. I get a l ittle -
let's see. The majority of it is commissions, 

1 0  Q Right. 1 0  insurance companies, those structured annuity 
1 1  A So - 1 1  commissions m aybe. 
1 2  
1 3  

Q 
A 

Wel l, you don't look it. 
Wel l ,  I am 73  years o ld .  

1 2  
1 3  

Q Okay. But basically -- basically 
commissions based on the products that you've 

1 4  Q A l l  right. Okay. 1 4  described to me already that you sell to your 
1 5  A And as an addition to that, j ust to add, 1 5  cl ients? 
1 6  the younger generation i s  smarter than I am, so 1 6  A Yes, sir. 
1 7  they -- the younger generation can d o  -- make the ir 1 7  Q Okay. Any other source of income? 
1 8  own decisions and -- and a l l ,  and they don't need 1 8  A I get a l ittle pension off of-- from 
1 9  the help o f  a n  o ld-timer. S o  it does make it 1 9  Lincoln N ational ,  social security. 
2 0  d ifficu lt, although I sti l l  work with m ostly an 2 o Q Okay. Al l  right. And then in  20 1 1 ,  it 
2 1  o lder-age group - 2 1  was 42, 1 40; i s  that correct? 
2 2  Q Okay. 2 2  A Yes. 
2 3  
2 4  

A -- who are looking for fixed rate returns 
to increase their income, of  which they're getting 1 1  

2 3  
2 4  

Q Okay. And then in 20 1 2, 24, 8 1 0 ; is that 
correct? 

2 5  at the local bank, or a CD,  or - 2 5 A Correct. 

1 3  ( Page s 4 9  t o  5 2  ) 
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1 Q Okay . i 1 to see what's out there. 
2 
3 
4 
5 
6 
7 

A Wel l  -- wel l ,  no .  I -- in fi l ing my 
20 1 2  -- I don't think it's in here ,  but I m i ssed a 
1 7,000 amount that was paid from Cromarty as a 
result of the sales I made i n  Arete. 

Q O kay. 
A I be l ieve that would -- probably shou ld be 

;
II 
I 
I 
I 

2 
3 
4 
5 
6 
7 

Q Okay. When you first met Doug S cott, what 
was his  position at Summit Trust; what is your 
understanding? 

A I have no idea.  He  was an employee of 
Summit  Trust. 

Q O kay. But what -- what d id he bring to 
8 
9 

1 o 

1 1  
1 2  
1 3  

added to that. Thi s  was -- I had to make a ! 
correct ion to my tax return after my w ife brought i t  ! 
to my attention. I 

Q Okay. So  - I 
A They d idn't - j
Q So you d id  receive some other commiss ions! 

8 
9 

1 o 

1 1  
1 2  
1 3  

the tabl e  for you? What -- what was -
A Wel l ,  he  d idn't do anything at the t ime.  I 

never d i d  any business w ith h im .  
Q Okay. What d id you understand he -- he 

d id for the company o r  what h i s  rol e  was? 
A I don't know if  ! had an understanding. 

1 4  
1 5  
1 6  
1 7  
1 8  

i n  20 1 2  that were related to the Arete sales? I 
A Yes, sir .  I 
Q Okay. I 
A 20 1 2 . I 
Q A l l  right. A nd you mentioned Cromarty, i s  I 

1 4  
1 5  
1 6  
1 7  
1 8  

He -- I don't know what h e  was doing, actua l ly .  
Q Okay. But  you, nevertheless, developed a 

relationship w ith h im that goes back, say, ten years 
or so;  i s  that correct? 

A Yes. I would cal l  h im.  I -- I cal l  
1 9  
2 o 

2 1  

that the Cromarty Group, LLC? 
A I -- I d idn't even know who they were 

unti l  I looked on the check. 

I!I 
1 9  
2 o 

2 1  

around to try to find out what's competitive, what's 
out there. 

Q Mm-hmm. 
2 2  
2 3  

Q 
A 

Okay. 
I think it's a company, I bel ieve -- and I 

I 
1 

2 2  
2 3  

A You know, in my industry, things change 
dai ly.  There are new products com ing onboard . 

2 4  hate to make -- wel l ,  I don't know . I th ink it 's 2 4  There's always something out there . And I want to 
2 5 Doug Scott's -- one of Doug Scott's companies .  , 2 5 be aware, so that if one of my c l i ents asks about it 
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1 Q Okay. Who is Doug Scott? 1 or  somebody asks about it, I ' l l  b e  knowledgeable in 
2 A Doug -- Doug Scott is a person that I met 2 it. 
3 probably ten years ago. He was an employee of 3 Q Okay. And Doug Scott's one of those 
4 Summit Trust. Summit Trust is a trust company. 4 people that you reach out to keep -
5 I had gone to S ummit Trust back when a 5 A I think Doug Scott was more involved in 
6 c l ient or two was looking to do some estate planning 6 the health end of the business, the -- maybe the 
7 type and set up some trusts, and I looked at Summit 7 group health, the other -- l ike, dental or things. 
8 to see what their costs were to do that, and I met 8 I'm not sure. 
9 Doug Scott in  that process. 9 Q Okay. 

And I talked to Doug Scott maybe one or 1 o 
two times s ince then. l f  l had a -- i f  I had a 1 1  
part icular case that I needed some maybe help with, 1 2  
I would call him, and h e  would give m e  some advice.  13 
I never took any of his advice at the time. 14 

Q What k ind of -- what kind of case or 1 5  
advice were you seeking? 1 6  

A But I never -- I d idn't do that type of 
business. 

Q Okay. And do you have an understanding 
whether Doug Scott sti l l  works for Summit Trust 
Company? 

A No. I believe -- or he told me that he 
left as a result of the A rete situation because it 

A Wel l ,  it -- it -- i t  probably was a -- 1 7  would -- could -- possibly a conflict of interest. 
1 8  more o f  a, you know, what -- more having to d o  with 1 8  Q How so? 

1 9  the irrevocable trust o r  some type of trust 1 9  A He  didn't explain that to me. 

2 0  arrangement. 2 o Q But that was -- that was what he told me? 

2 1  Q Okay. 2 1  A That was his statement to me. 

2 2  A And, you know, I get special cases every 2 2 
 Q Okay. And was that at the beginning of 

once in a while. Somebody is looking for a large when you learned about Arete or was it sometime into 
amount of insurance, and I 'm  looking around for the 24  it? 
best company to do that maybe, and I ' l l  ask around 25  A It was right at the beginning. That would 

14 ( Page s 5 3  to 5 6 )  
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1 have probably been around -- I don't know when he 1 detai ls  of your commission? 
2 left, I don't have a date. 2 A Probab ly  -- yes, Doug Scott .  
3 But I went up -- I came here -- or to 3 Q Okay. And were you introduced to Arete 
4 Denver and went to Longmont March the -- I bel ieve 4 and to Gary Snisky by Doug Scott? 
5 it was the 1 4th, and visited the offices. 5 A I -- it depends on how you interpret 
6 But prior to that, I had talked to Doug 6 " introduced . "  I -- I said -- in doing my due 
7 about A rete, and I'm not sure if he was working for 7 d i l igence, I wanted to go to the com pany and talk 
8 Summit at the time. I -- I probably assumed he was. 8 directly with h im.  I had a conference cal l ,  
9 I'm not sure. 9 actua l ly,  with -- with -- I don't know if it was 

1 0  Q Okay. And when you say "March 1 4th, " you 1 0  before I went u p  there o r  after. 
1 1  mean March 1 4  of 20 1 2? 1 1  Q Well,  let me -- let me rephrase the 
1 2  A Twelve -- 1 2  question -
1 3  Q Okay. 1 3  A I don't -
1 4  A -- yes, sir. 1 4  Q -- because I do  want to -- I kind of want 
1 5  Q All  right. Other than receiving 1 5  to start at the beginning. 
1 6  commission checks from the Cromarty Group, did you 1 6  How d id  you first learn about Arete? 
1 7  have any other understanding of what that entity is? 1 7  A Through Doug Scott and -- I think Doug 
1 8  A No. I didn't have any idea about Cromarty 1 8  Scott. 
1 9  until I got the check. 1 9  Q Okay. And he just told you? 
2 0  Q Okay. But you -- it's your best 2 0  A I -- I bel ieve. And I -- you know, again, 
2 1  understanding that Cromarty Group i s  associated with 2 1  in my asking around, the d ifferent people out there, 
2 2  Doug Scott? 2 2  every once in a whi le I 'd talked to a person named 
2 3  A Yes. He paid -- it was my understanding B i l l  Sparkman. 
2 4  that the commissions -- or the -- it wasn't actually 2 4  Q Okay. 
2 5  commissions -- I was told they were professional 2 5  A And I believe B i l l  Sparkman was the one 
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1 fees, were paid to Doug Scott, who, in turn, paid me 1 that said that he was look -- that he has looked 
2 my agreed upon professional fee to place the con- - 2 into this, and had actual ly come up to Denver or 
3 to place the funds. 3 Longmont prior to that. It was in -  1 don't 
4 
5 

Q 
A 

Okay. And how did it break down? 
How did what break down? 

4 
5 

know -- when he -- when he came up, but it was 
before 1 came up.  

6 Q The percentages for Scott and for you? 6 Q Mm-hmm. Okay. 
7 A I have no idea what Doug Scott was making. 7 A That's how I found h im.  
8 I don't -- that's his business. 8 And then I talked to Doug Scott, and got 
9 Q Okay. 9 information, and I said I wanted to come up and 

1 0  A I was told that I would make a 5 percent 1 0  v isit the company and talk to Gary . 
1 1  fee. I -- that was reasonable, I thought, I -- you 1 1  Q Okay. Wel l ,  let's take -- let's take it  
1 2  know, in  l ight o f  insurance commissions, fees - - or 1 2  one step at a time. 
1 3  commissions u p  in  the 7 ,  8 and 9 percent. I a lways 1 3  S o  let's just -- let's just l imit your 
14 try to keep my costs in the 2 to maybe 5,  max, as - 1 4  communications with B i l l  Sparkman. What d id Mr. 
1 5  
1 6  

after we got into it -- and I may have his e-mail -
I -  1 saw that Summit was charging a percent to be 

1 5  
1 6  

Sparkman tel l  you about Arete? 
A He  told me he had come up to Longmont, 

1 7  the custodian. 1 7  vis ited w ith them, and he said it -
1 8  And I thought it was high, and I told Doug 1 8  Q Visited w ith Snisky? 
1 9  Scott that I 'd be wil l  ing to give u p  a pmiion o f  my 1 9  A What's that? 
2 0  commission to reduce that, and he agreed that he 2 0  Q Vis ited with Snisky -
2 1  would match -- I -- I gave up a quaJier percent, I 2 1  A Yes. 
2 2  think he added a quaJter to that. So my commission 2 2  Q Okay. 
2 3  probably netted down to four-and-three-quatiers. 2 3  A At his offices. 
2 4  Q Okay. And who d iscussed your commission 2 4  Q Okay. 
2 5  with you, was that Doug Scott? How did you get the 2 5  A And he said it looked l ike a viable 
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1 investment. 1 
2 Q Did he tel l  you why or any of the detai ls? 2 
3 A I don't take his word for anything. I 3 
4 don't take any body's word for anything. 4 
5 Q Wel l, I know. But I'm trying to -- I 'm 5 
6 try ing to understand -- under- - 6 
7 A I mean, he wasn't se l l ing me. He was 7 
8 giv ing me information, I guess with the idea that I 8 
9 ought to look into it. 9 

1 0  Q Okay. And what I'm trying to get at is 1 0  
1 1  the concrete information that he gave you. So, d id 1 1  
1 2  h e  te l l  you, for exam ple,  there was -- you know, any 12  
1 3  of the risk associated with it? 13  
1 4  A No .  14 

Q Okay. And that's in March of 20 1 2? 
A Yes, sir. 
Q Okay. So before -- before we get there, 

though, I sti l l  am interested in the specifics of 
what Doug Scott told you. Did he -- did he tel l you 
there was a certain interest to be earned off this 
investment? Did -- I mean, something had to have 
made it attractive for you to have spent your own 
money to go up to Longmont to talk to Snisky .  

A Wel l ,  it was probably mentioned that 
Ginnie Mae's could  -- could offer an opportunity of 
6 -- a 6 percent rate of return -

Q Okay. 
A -- on a guaranteed -- you know, government 

16 

Q Did he tel l  you about any of the 15 guaranteed basis .  

underly ing investment? 16  Q Was that good? 
17  A No .  He only told me  that he  went up  and 1 7  A Yes. 

1 8  met with them, and i t  looked l ike a good investment. 1 8  Q Okay. I mean, because understand, right, 

1 9  And I think, thereafter, I called Doug Scott and 1 9  I'm in a world where I look at investments sometimes 

2 0 asked h im about it, and that was the -- 2 0 that are offering 25 percent a year, right? 

2 1  Q Okay. 2 1  A Right. 

2 2  A -- sequence. 2 2  Q Now, that may be fraudulent, it may not 

2 3  Q So then we' l l  go to that. And let's go 2 3  be. 

2 4  to -- let's -- and I want to know what Doug to ld  you 2 4  A It's fraudulent. 

2 5 about at least in -- in detail .  You 2 5 Q Right. Right. Okay. But you know and I 
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1 did Doug tell you about any returns, or any risk 1 know that when somebody says 25 percent a year, 

2 issues, or underlying investments, anything l ike 2 that's -- that's really  high, right? 

3 that? 3 But when I hear 6 percent on something 

4 A He -- the only -- probably the basics were 4 l ike this, I'm just trying to get a little 

5 that it was a Ginnie Mae type investment, and he 5 perspective on it. 

6 felt comfortable with it. You know, I don't know 6 A Okay. My -- my thought was -- probably, I 

7 how much association he had prior to that with -- at 7 may have asked, "Well ,  how do we get" -- how does 

8 Summit, wh ile he was sti l l  there, because Gary went 8 get 6 percent in a 2 percent market? 

9 to Summit. 9 Q Okay. 


1 0  Q Mm-hmm. 1 0  A And, you know, he was -- I think Doug 
1 1  A So all those things took place. And I'm 1 1  Scott was absolutely careful not to do anything that 
1 2  assuming all of that was presented and -- and I'm -- 12 would cause grief. So he said that you'd have to 

I assume -- which sometimes I probably shouldn't - 13  
 find out, you know, and go up and see the platform 
and see what you think. that Summit would have done some due di l igence 

the operation, because they were going to  be  the 15  Q Okay. And you did that? 
custodian, and actual ly, I think, probably ought to 1 6  A Yes. 
have some l iabil ity i n  this thing, i f  there is  going 1 7  Q So, describe for me, i f  you wi l l ,  in -- in 

1 8  to be l iabil ity. 1 8  as much detail as you can, your visit to Longmont in 
So, again, I d o  due di l igence. I go 19  March of 20 1 2 .  

2 0  through a process that I have to  go  through i f  I 2 o 
2 1  want to present to a client. So I heard about it, 2 1  
2 2  talked to Doug. I said, " I  want to go to the 2 2  
2 3  offices . "  H e  scheduled me -- or scheduled a flight; 2 3 
2 4  pai d my own money and went up there and visited for 2 4  
2 5  the day. 2 5  

A I went u p  the day before, spent the night, 
got up early, went in. There were two -- there were 
two other gentlemen in there -- I don't recal l  their 
names -- and Doug Scott. I think Doug Scott had 
brought two other -- I said "brought" -- had two 
other people interested. The whole day was centered 
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1 around looking at the screens, the platforms, how it 
2 is -- how it's accomplished. 
3 Q Let -- and let me stop -- let me just stop 
4 you there. I j ust want to take it piece-by-piece. 
5 When you say "screens," is that a Bloomberg 
6 Terminal? 
7 A Yes. 
8 Q Okay. 
9 A We were looking at the -- gosh, I don't -

1 0  you know, there's probably a better word for it. 
1 1  But the Ginnie Mae -- actual G innie -- or a 
1 2  hypothetical G innie Mae tranche and what it could 
1 3  bring by its prepaid interest -- or prepaid 
1 4  principal and interest, and how that reinvestment 

2 5 can refer to the private offering; al l that 2 5 

Page 6 6  

1 information is in there. 1 
2 Q Okay. And we'l l  -- and we'l l  get there. I 2 
3 j ust want to -- I j ust want to slow us down a l ittle 3 
4 bit. 4 
5 A Sure. 5 
6 ( SEC Exhibit 1 9  was marked 6 

7 for identification.) 7 
8 BY MR. MARTIN: 8 
9 Q Mr. Meissner, let me hand you what's been 9 

1 0  identi fied as Exhibit 1 9. Exhibit 1 9's a one-page 1 0  
1 1  document, it's SEC-Meissner-P-50. Do you recognize 1 1  
1 2  Exhibit 1 9? 12  
1 3  A Yeah. This was my travel arrangements. 1 3  
14  Q Okay. So this is the e-mails of your 14 
15  travel arrangements for this March of 20 1 2  visit 1 5  
1 6  to -- to Longmont, Colorado; i s  that correct? 1 6  

1 says "Arete Training"? 
2 A That's what they were cal l ing it, I guess. 
3 Q That's -- okay. And -- and that's -- but 
4 that's what I want to get at, i s  I want to get at 
5 what Mr. Snisky was doing. And -- and did you 
6 understand that i t  was  a training environment or  
7 that you were being trained about Arete? 
8 A If you want to use the word "train in g . "  I 
9 was under the -- I went up there to learn about how 

1 0  this al l works. 
1 1  Q Okay. 
1 2  A And therefore, be knowledgeable. And if 
1 3  you consider that training, yes, then I was in  a 
1 4  training process. 

could get to the 6 percent. 1 5  Q Okay. So,  you met w ith Gary Sn isky, yes? 
1 6  A nd it was also explained to me that 1 6  A Yes. 
1 7  Ginnie Maes that were issued back when -- you know, 1 7  Q Okay. Who e l se was there? 
1 8  there's -- I don't know how much Ginnie Maes are out 1 8  A Greeott. 
1 9  there. There's probably a tri l l ion. And there were 1 9  Q Rick? 
2 o Ginnie Maes issued at 6 percent back when interest 2 0 A Rick G reeott was there . 
2 1  rates were 6 , 7 ,  8 percent. 2 1  Q Okay. Who -
2 2 Q Okay. Let me -- let me -- let's -- hold 2 2 A I bel ieve his wife worked there. I 'm not 
2 3 that thought for just a second. 2 3 sure. No. Somebody else -- there was a lady there, 

1A You know, all -- this is -- you know, a secretary or -
Q M ichelle Greeott? 

Page 6 8  

A Could have been. I don't know. 
Q Okay. B ut you didn't know her name? 
A No. 
Q Okay. Anybody else? 
A The two people that went up -- that came 

up, one from Michigan and one from somewhere else, 
that were -

Q Okay. 
A There was a Mike, I believe. I'm not 

sure. 
Q Mike Tomich? 
A Could be. 
Q Okay. Al l  right. And the other gentleman 

was from where? 
A I bel ieve he was from Michigan. 
Q Okay. 

A 20 1 3  is when I went. 1 7  A I didn't pay attention. I don't -- I'm 
Q 20 1 2. 1 8  not -

1 9  A Oh, the date on this is 20 1 2. Or, no. I 1 9  Q There were just other folks? 

2 0 don't know. This is two-twenty -- 2 0 A (Witness nods head.)  

2 1  Q You -- you visited Longmont i n  20 1  2,  i n  2 1  Q Okay. But they were other folks who were 

2 2  March? 2 2  
 learning about Arete l ike you were; is that correct? 

A Yes. A They were interested in the product. 
Q Okay. But I - I note that if you look at Q Okay. Al l  right. So you're at the Arete 

the heading on the e-mail ,  it says "Training" -- it offices in Longmont, correct? 
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1 A Yes. 1 A The CUSIP numbers were on the screens. 

2 Q Okay. And you were -- before were 2 Q Okay. And so d id  you understand, that i n  

3 describing -- you were looking at screen-shots of 3 h im showing you  this, that they had already made 

4 Ginnie Mae products on the Bloomberg Terminals? 4 some purchases of these bonds? 

5 A Yes. 5 A No, I did not. They had -- they had not 

6 Q And what did you understand you were -- 6 made any purchases when I had that conversation, 

7 you were seeing? What was happening? 7 that I was aware of. 

8 I mean, were they purchasing bonds? Were 8 Q Wel l ,  did you understand that they had 

9 these bonds that had been purchased? What -- what 9 investors prior to March of 20 1 2? 


1 0  were you seeing there? 1 0  A They -- I d idn't ask. That's their 

1 1  A I was looking at a -- what I was -- I 1 1  business. I don't ask their business. 

12 believe it was a hypothetical -- 1 2  Q Okay. 

13 Q Okay. 1 3  A I know what I sent up there. 


A -- situation that said, here's a tranche 14 Q Okay. What else d id  Snisky tel l you about 
15 we could have -- or that could -- it could have been 1 5  
16 bought, or here's a -- here's an example, I guess. 1 6  
1 7  And it was a $5 mil lion tranche of Ginnie Maes, and 1 7  
1 8  it showed the principal and interest payments. And 1 8  
1 9  it went through the process to show that that 1 9  
2 0  principal and interest paid pretty much in a 2 0  
2 1  four-to-five-year period. 2 1  
2 2  Q Okay. Did you understand that they had 2 2  
2 3  already purchased some Ginnie Mae bonds, had 2 3  
2 4  engaged in -- 2 4  
2 5  A I did not even ask them, for some reason. 2 5  

Page 7 0  

1 I just assumed that -- welL I didn't assume. 1 
2 They I was told that they had to have, at least 2 
3 to make the first purchase, $5 mi l l  ion. 3 
4 Q Okay. 4 
5 A So I don't think, at that time, they had 5 
6 $5  mil l  ion. I 'm not sure. 6 
7 Q And who told you that? 7 
8 A Who told me what? 8 
9 Q About the $5 mi l l ion and -- 9 

1 0  A That's what, I think, is on the Reg. D 1 0  
1 1  I -- that I read before I went up there. 1 1  
12  Q Okay. 1 2  
13  A But they told -- but I was told that they 1 3  
14  couldn't make their purchase, at a minimum I 1 4  
1 5  believe, of -- no, 5 mi l l ion, I believe. I 'm not 1 5  
16  sure about that. 1 6  
1 7  Q Okay. In  -- earlier this year, in 20 1 3 ,  1 7  
1 8  you were interviewed b y  an agent named Ron 1 8  
19  is that correct? 1 9  
2 0  A Yes. 2 0  
2 1  Q Okay. Did you tel l  Mr. Loecker that -- 2 1  
2 2  that Snisky showed you actual Ginnie Mae con- -- 2 2  
23  contracts with CUSIP numbers? 2 3  
24  A That was on the screens. 2 4  
2 5  Okay. 2 5  

the investment? 
A He told me he -- not so much about the 

investment; the fact that he was a Bloomberg person, 
which had some special -- or it was a special 
s ituation, that he had to earn over a period of 
years, and that it a l lowed him the special treatment 
that the special guys get. 

Q Mm-hmm. 
A The -- the G ol dburg (pronouncing) -- or 

the -- whatever the big banking operation and a l l .  
And it a l lowed with that to 

Page 7 2  

partici pate i n  an overnight banking fed rate lending 
rate, which was an advantage to h im, and part of the 
process of him being able to earn 6 percent on the 
investment. 

Q Did he refer to himself as an 
" institutional trader" ? 

A I don't know if I distinguished between -
he -- he continually said that he was a B loomberg 
authorized person. 

Q Mm-hmm. 
A I -- you know, whatever you want to take 

from that. 
Q Okay. What did he tell you about the 

interest rate and the -- the structure of the 
investment? 

A Wel l ,  based on the screens, the tranche 
was paying 6 percent. 

Q Okay . 
A He was taking the 6 percent and putting it 

in an overnight -- I think a five-tenths percent of 
day or  night. And it was his plan to -- of course, 
he was going to earn, on the basis of what I 
understood, a -- a lot more than 6 percent to pay 
the 6 percent. And he would have some -- of course, 
my -- my fee would come out of that. And what he 

1 8  ( Page s 6 9  t o  7 2  ) 


DIVISION EXH. 2 




he · 

you'd 

1 5  1 5  

1 0  
1 1  
1 2  
1 3  
1 4  

1 7  

2 3  

2 5  

1 3  

2 3 

Page 73 	 Page 75  

1 was paying anyone e lse, I d idn't get into that. 1 " accelerated." And it wasn't -- it was a -- the 
2 Q Okay. But d id  you understand that 2 initial was a thirty-year bond. But he was buying 
3 investors would get 6 percent? 	 3 tranches out of the thirty-year. So it wasn't a 
4 A It was a -- I think -- it was my 	 4 thitty-year bond -- or it was initially. But, you 
5 understanding, specifica l ly ,  that the return would  5 know, you can -- you can pul l  tranches out of -- I 
6 be 5 .68  or something, and he would make up the 6 don't know if you know, but you can -- you can take 
7 d ifference at the end of the twelve-month period, to 7 the first ten years, the next ten years, and the 
8 m ake it whole at 6 percent. 	 8 next ten years, or any portion. 
9 Q Okay. And then d id he mention the 9 Q Okay. 

1 0  overn ight lending program -- or the overnight 1 0  A H e  was -- his platform was showing m e  that 
1 1  program, and would that also enhance the return? 1 1  h e  could buy a tranche paying 6 percent, and then 
1 2  A Absolutely. And that i s  a benefit o f  an 1 2  would show the principal and interest payback. 
1 3  institutional investment, I understand. 13 Q Okay. 
1 4  Q Okay. 14 A But not accelerated. That's al l -- was 

A I mean, you -- I can't get that, you can't al l  part of the pay -- of the mortgage payback on a 
1 6  get it .  16 Ginnie Mae contract. 
1 7  Q But you understood that Snisky could? 1 7  Q Okay. But due to his ski l l  and his 
1 8  A Could because o f  his  designation; which he 1 8  abil ity to access this, h e  was able to buy tranches 
1 9  was very protective. I mean, I w i l l  tel l  you that 1 9  that would generate those returns? 
2 0 he was very protective of that and d id  not want to 2 0 A Yes. And that goes back to what I had 
2 1  lose it because it was h is l ive l ihood . 2 1  said earlier, I believe the minimum purchase was $5 
2 2  Q Okay. And did you understand there was 2 2  mil l ion. 
2 3 any k ind of-- a bonus related to the investment of 2 3 Q Okay.  
2 4 1 0  percent? A I bel ieve. I can stand corrected on that. 
2 5 A On the And -- but that information from 

Page 7 6  

1 the ten-year p lan, because of the ten-year period, 1 the Reg. D fi l ing; i s  that correct? 
2 he was able to put -- or give a 1 0  percent bonus on 2 A Yes. 
3 the front end, because of the holding period, and he 3 Q Did Snisky -
4 would be able to make that up over the ten-year 4 A And he may have said -- they may have said 
5 period.  5 something to that. I don't remember. 
6 Q Okay. And a l l  these things that we're 6 Q You don't have a recollection -
7 talking, these are things that Snisky verbally told 7 A I don't recal l .  
8 you; is that correct? 8 Q -- of it? 
9 A Yeah. 9 A No. 

Q Okay. 	 1 0  Q Okay. Did you -- did you -
A I mean, I went up there with a series of 	 1 1  A But I d id know you couldn't go in there 

1 2  and buy $50,000 worth of it. questions to ask -
Q Mm-hmm. THE REPORTER :  I'm sorry. But I -
A -- and I went through a l l  of that. 14 A He could not go in and buy a $50,000 
Q Okay. Did Snisky talk about an 1 5  purchase, it had to be a l arger sum of funds. 

1 6  accelerated payment related to the bonds? 16  BY MR. MARTIN: 
A In  what -- you have to  explain 1 7  Q Okay. 

" accelerated . "  1 8  A Does that -
1 9  Q Wel l ,  it's  -- it's m y  understanding that 1 9  Q And d id  you understand, though, that when 
2 0  Snisky represented t o  you and t o  others that h e  had 2 0 you brought in funds from your investors, that those 
2 1  a system in which he was able to get the bonds to 2 1  funds would  be used to purchase these agency bonds, 
2 2  pay an accelerated payment; so the thirty-year bond 2 2  these G innie Mae bonds? 

would pay off i n  ten years, and that would help h im A I t  was my understanding that they would go 
2 4  generate the funds for those? 	 24 to -- that -- no. That it would go to trust under a 

A You know, I don't know if  call it an 	 2 5 Summit managed account; those trusts would be 
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1 I 1forwarded to another account -- or a trust account, I said anything that would lead me to bel ieve that he 2 I 2and accumulated to buy the tranches. was other than trustworthy. 3 Q Under -- I 3 Q Okay. D id  he give -- at that t ime, d id  he 4 A So -- I 4 give you any of the offering m aterials ,  or PPMs, or 5 Q -- Snisky's direction? ! 5 any documentation? 6 6A Yes. I A I 'm not sure if they had completed 7 Q Okay. So the funds would actually go to I 7 thei r  -- the documentations and a l l  and -- it was 8 Summit Trust in an -- what they cal l an SMA account?! 8 probably understood that they'd be sent to me.  
9 A Yes, sir. Q Okay. And were they sent to you later? I 91 0 Q Okay. And there they would be collected I 1 0  A Yes .11 1 1with funds from other investors? I Q And how? 12 A I 1 2 AI don't know if  they were collected or B y  mai l .  13 1 3they were sent on. Q B y  U . S .  Mai l?  


14 Q Okay. Al l  right. A Yes . 
15 1 5A And Summit would charge an administrative Q Okay.
16 fee, and they would also i ssue a n  annual, or I 1 6  A I be l ieve  -- wel l ,  I 'm not sure. I could 
17 I 1 7whatever, statement -- whatever statements and have typed -- I don't know. I think I took them off 18 whatever they had to apply -- I 1 8  the I nternet. No .  I th ink they were mai led .  
1 9  Q Okay. I 1 9  Q Mai led  or  e-mai led maybe? 2 o A -- or to comply. ! 2 0 A I don't think so. I don't remember having 2 1 Q Okay. Al l  right. Did Snisky -- at -- at I 2 1  to print out a l l  of that, but -- because there were 22 the training session or the visit to Longmont in I 2 2 quite a few pages involved. 23 I 2 3March of 20 1 2, did Snisky make any other Q Okay .  But  -24 representations to you? I 2 4  A But they could have been . 25 A You'd have to identify it. I 2 5 Q A l l  r ight. B ut nevertheless, he got them 

""-"'' -- -"-' """ ---'-" ' ' . -'·" · C· " ---· - .w -- -· - o•w . ·c· ----- -- --- -' _..,;'"""'....-- -----.,._,--,- --·---"--" " -<C. -- --'--"""'-.'"""_,_...,_, 
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1 1Q Just anyth ing -- anyth ing e lse  that stands  to you from Colorado to Texas -2 2out to you.  A
3 A Other than d i rected at the G innie Mae 3 Q -- you think l ikely by mai l ?  
Correct. 


4 4investment? A E ither that or by e-mail .  It could have 5 5Q Mm-hmm .  been by e-mai l .  6 A N o .  6 Q Okay. And those were the same documents, 
Q Okay. And part of  your -- part of  your then, that you passed along to your investors? 7 78 8due d i l igence, part of  what you're looking into i s  A Wel l ,  the -- if they asked about the 

·9 the representations you 're getting from Snisky;  he 's l1 9 i nvestment, then yes, I passed the private 
1 0 the one running the program, r ight? , 1 o placement -- or the -- yes, the private -- the 
1 1  1 1A Yes, s ir .  information explaining it, which was the private - 1 2  12Q Okay. So  there's an e lement o f  having the private placement document. 1 3  fa ith and trusting what he's tel l ing you  i s  true? I 13 Q Okay. And did you make any changes to any 1 4 14A True. of the written documents that Mr. Snisky sent to you 1 5 15Q Yeah. I mean, that's -- that's just the before giving them to any of your investors? 1 6  16way -- the way that s ituation works, right? A
1 7 A That's what I was up there to decide .  17 Q No. 
Okay.
1 8  1 8Q Right. And when you left, d id  you have a A There were some mistakes on it that I 1 9  19strong fee l ing that Mr .  Sn isky was being truthfu l  brought to their attention. 2 0  2 0  Qw ith you? Such as? 2 1  2 1A Yes, s ir. A The -- on the ten-year plan they had a 2 2  2 2Q Okay. mistake in  the interest accumulation. 
2 3  A I v isited w ith h i s  fam i ly, h i s  -- I d idn't  Q Okay. 
2 4  24meet h i s  three daughters, but his w ife was very A And it was a -- and it wasn't -- d idn't -

cord ia l .  He's -- he was a nice never it was not a -- I don't think an obvious mistake, it 2 5  2 5 
2 0  ( Page s 7 7  to S O )  
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1 

1 3 1 3 

1 9  

A Correct. 

2 4 cal l? 2 5 

Page Page8 1  83
1 1was just a stupid mistake. And there was a couple over i t  on a conference ca l l .  2 2spel l  ing mistakes i n  the document which someone -- Q Okay. And d o  you have a copy of  that 3 3an attorney friend of mine brought to my attenti on .  e-mai l?  4 4Q Okay. And you -- and you, then, brought A I cou ld  not  get  i t .  I can't print it out. 5 5those to the attention of Mr. Snisky? So I don't -- I tried to print it out, it won't 6 6A Yes. print.
7 Q Okay. 7 Q Okay . Can you forward that to me? 
8 8A And they, in turn, corrected it. A I can .  9 9Q Al l  right. Did you share with the Q Y ou can? 1 0 1 0investors the information that Mr. Sni sky had A Wel l ,  I -- I don't know . I guess I can. 1 1  1 112 
verbally shared with you? 

A I shared with them what information I 1 2 
 Q Why don't you -- I tel l  you what, I 'm 
going to g ive you my  e-mai l  address. Wel l ,  I gave 

14 1 4Q Right. You didn't -- you  didn't give them A I think you gave m e  your business card . 1 5 any additional information or any extra information? 1 5  Q Yeah .  Let me just write my e-mail on 1 6 1 6A No .  No.  1 7  1 71 8  


understood about Ginnie Mae investment. you my business card, right? 

there, and I 'm going to ask you to forward that 
Q Okay. So, i f i  understand it correctly, e-mai l  to me .  

the information you gave to your investors was the A I think you gave m e  that, d idn't you? 1 81 9same information i n  written form and i n  verbal form 2 Q 
 There you go. I t's  -- it's right -- my 2 0 Mr. Snisky, and you j ust passed it through to your o2 1  2 1 
investors; is that correct? 22 2 2
A After they asked about it, I -- because I 2 3 2 3
was vehemently told not to solicit -24 2 4
Q Okay . 25 2 5
A -- and not to advertise, and not to do 

1 
Page 

1 1
82 

anything other than, in conversation, if I was asked 2 2
about it, that I would present the inform ation, they I3 3
would make the decision. 4 Q : 4And how -- but how would you be asked5 5
about it? i16 6
A Because most of the people know I'm a I7 fixed guaranteed investment person. I 78 Q So, you'd have a c lient or maybe a ! 89 prospective client would say, "Hey" -- I 91 0 A I
I 
1 0" What else are you doing?" 11 1 1
Q -- "what are the other opportunities, " I1 2 right? I 1213 ! 13A Right. 14 Q Okay . Al l  right. Did -- you also had a 1415 11 15conference call -- before the -- before you went to 1 6 16
Longmont, you had a conference call with Snisky 17 17
Doug Scott on  the l ine; is that correct? 1 8 A I think -- yes, I bel ieve so. I 1 8 

219 Q I 1 9Okay. And that was, I bel ieve, the very, 

e-mai l  i s  in the  bottom-right-hand of that card . So  
I 'm going to  ask  you to forward that e-mai l  that you  
had d ifficulty printing out, I want you  to forward 
that to me. And as I understand it, that's the 
e-mai l  Mr .  Snisky sent to you in advance of that 
conference cal l?  

Page 84 
A Yes, sir. 
Q Okay. What were the types of things that 

you discussed in that conference call then? 
A Well ,  we just basically went over the 

five -- there were five platforms that went through 
the hypothetical Ginnie Mae tranche investment. 

Q Okay. 
A He explained each one so that I understood 

how this thing happened. 
Q Give me -- do you have a -- give me a 

notion of what you mean by "platforms. "  
A Wel l ,  it was a -- a ten-year i l l  us- -- you 

know, just the purchase, the -- the next -- the 
first two, not much i nformation. The third one was 
a actual ten-year i l lustration of a Ginnie Mae 
payment system. 

Q Okay. 
A And I -- the last one or two didn't have 

much -- primarily, the one i l lustration was -- that 

22
o I 2 0very first part of  March of 20 1 2, just a few weeks I was interested in is how you're able to do what 2 1
before you went to Longmont? I 22 
you do, and that's what -- that's pretty much, I 

I 2 3I 
think, what is explained in that; it's a ten-year 

24l the -- the -- the investment costs, and what they -

I 25 
Q Okay. What did you discuss on that phone princi pal/interest payout, and how they reduce 

A He e-mailed me the platform and we went how much they're able  to accumulate over that period 

2 1  ( Page s 8 1  t o  8 4 )  

DIVISION EXH. 2 

2 1 
23 



Okav. 

1 5  
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Page 8 5  Page 8 7  

1 of time, and therefore, is it viable to be able to 1 i ndependent calculator, you were never given any 
2 earn 6 percent? The -- G innie Mae, itself, was 2 such thing by M r. Snisky? 
3 paying 6 percent. 3 A No.  
4 Q Mm-hmm.  4 Q Okay. All right. I ' l l  take it back. 
5 A But that wouldn't get there if you're 5 A (Witness passes Exhibit 7 back.) 
6 going to take costs -- or expenses out of it .  6 Q Thank you. 
7 Q Including comm iss ions and so forth? 7 I 'm also going to hand you what's 
8 A Correct. 8 previously been i dentified as Exhibit 8 .  Exhibit  8 
9 Q Okay. 9 is a one-page document, SEC-Sorrells-688.  And it is  

1 o A And they may have had that -- I 'm -- I 1 0  a -- it's a bond model sheet. Have -- d o  you 
1 1  don't know because I 'm not I nternet -- I 'm  a -- I 'm 1 1  recognize Exhibit 8? 
1 2  not a nerd . But I 'm not sure -- I 'm not sure if  1 2  A No.  
1 3  that can be forwarded. It may have been protected .  13  Q Have you ever seen anything l ike it? 
1 4  I'm not sure .  14  A No.  
1 5  
 Q Wel l ,  let's -- we -- we had need to figure Q Okay. I ' l l  take that. 
1 6  out a way to get that information to me .  So,  why 16  A (Witness passes Exhibit 8 back. )  

1 7  don't you -- why don't you try to forward it. And 1 7  Q When Mr. Snisky was making representat ions 

1 8  if -- worst case scenario, we' l l  get one of our 1 8  to you about the Arete program, did he ever tell you 

1 9  technology people on the phone w ith you and we' l l  1 9  that h e  would be using investor funds for his own 

2 o get it -- we' l l  figure out a way to get it -- get i t  2 0 personal uses? 

2 1  to me, o kay . 2 1  A No.  

2 2  I 'm going to hand you what's been 2 2  Q Okay. D i d  h e  ever tell you that h e  would 

2 3  previously identified as Exhibit  7 .  And Exhibit 7 2 3  b e  using investor funds to make his personal home 

2 4  i s  -- it's a -- w e  had some d ifficulty w ith the 24  mortgage payments? 

2 5 format. But it's document 5 A No.  


Page 8 6  Page 8 8  

1 is S EC-Sorrell s-E-244. And I 'd  l ike you to look at 1 Q To pay for meals and other entertainment 

2 the -- what's the second page of it .  And it's 2 for himself? 

3 called Private Placement Calculator. Do you 3 A No. 

4 recognize this? 4 Q Okay. That he would just be taking cash 

5 A Yes. That i s  the next-to-the-last -- or 5 to use for his own purposes, that were investor 

6 second-to-the-last page in the private offering. 6 funds? 

7 Q Okay. And thi s  is ,  as you understood it, 7 A Didn't make that statement. 

8 sort of a breakdown to get to the 7 percent -- this 8 Q Well ,  d id  he tell -
9 has -- th is has a 7 percent interest on it? 9 A I mean, he maybe was -

1 0  A Th is was the ten-year investment, correct. 1 0  Q Did he tell you these th ings? 
1 1  Q Okay. And was this -- as I understand it, 1 1  A He was -- he was able to charge an 
1 2  there was a -- an actual calcu lator provided to some 1 2  expense, and maybe, from that expense, do whatever 
1 3  
 people who introduced th is t o  their c l ients. D id  he damn well pleased. 
1 4  you ever have any such calcu lator that you  could sit 1 4  Q Well ,  let's talk about that for a second. 
1 5  down with your c l ients and g o  through this? 1 5  What -- what did you understand he was able to take 
1 6  A No .  1 6  as his share of -- of the funds? 
1 7  Q N o, okay. 1 7  A Stated in the private offering is 1 
1 8  But you saw a table l i ke this as patt of 1 8  percent. 
1 9  the offering documents? 1 9  Q As a manager fee? 
2 0  A Correct. 2 o A As a -- as a fee. You know, some of these 
2 1  Q Okay. And it broke out the payments over 2 1  numbers I don't have committed to memory. 
2 2  t ime? 2 2  Q Okay. 
2 3  2 3A If they were chose. You d idn't A I think it was 1 percent, and that would 
2 4  2 4necessar i ly have to make that choice. make -- I ' l l  have -- I ' l l refer to it .  
2 5 2 5Q But in tenns of an actual Q Okay. Well , no. Let me -- let's -- I 

2 2  ( Page s 8 5  t o  8 8 )  
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Q O kay. you you 

1 4  

1 5  

1 2  

1 3  

1 4  1 4  
1 5  1 5  
1 7  1 7  
1 9  A Purchase -- 1 9  

2 5  2 5 

1 
Page 8 9  

mean, l et's look at -- 12 A 1 mean, you're asking me questions I don't 2

3 want to get myself in trouble over. So if I 'm going 34 to make -- I have no idea what he d id  w ith the 4

5 money. I was happy with the fact that these funds 56 were going to Summit -- 6 

8 Q R ight. 77 
9 A -- which had been in  business for ten 8 

1 0  .  9 

1 1  
 Q Right. 1 0  


1 2  
 A I think 20 1 3  is when they were 1 1  


1 3 
 incorporated . And that Summit Trust wou ld  d o  the 1 2  


1 4  
administration custodial ,  and that those funds would 1 3  


go into a trust account that would b e  specific to 1 5
1 6 that Sn  isky took out, which I -- I 'm -- I ' m  not 1 6  (SEC Exhibit 20 was marked 

1 8 positive what that i s .  I think i t  was -- 1 7  for identification.) 17 
Q Okay. 1 8  BY MR. MARTIN : 1 9  A - - around 1 -- 1 percent. 1 9  Q Okay. I 'm going to hand you what's been 2 0  Q Okay . Would it surprise you that he never 2 o identified as Exhibit 20. Exhibit 20 is a 2 1  purchased any agency bonds? 2 1  multi-page document, t!·om Bates range 2 2 A No, because I wasn't i n  i t  very long. 2 2  SEC-Meissner-P-224 through 234. Do you recognize 2 3 Q Okay. 2 3  Exhibit 20? 2 4 A I just got in it -- I was only in it three 2 4  (The witness examined the document.) 2 5 months o r  so when it  shut down . 2 5 A Yes. 

Page 9 0  Page 9 2

11 Q Okay. B Y  M R. M A RTIN: 
2 A So I don't think he had time to do it. Q Okay. A n d  what i s  Exh i  bit  20? 

3 Q Okay. Did you understand that the funds A W hat? 


23 
4 were supposed to go from Summit Trust Company to 4 Q W hat i s  i t?  How wou ld  you -
5 Snisky for the purpose of buying the bonds? A We l l ,  i t  was part of  the appl ication 
5 
6 A Yes, sir. process .  6 
7 Q Okay. I f  I told you that those funds went Q That you gave -- that  you gave to an 7 
8 from Summit Trust Company to Snisky and Snisky i nvestor? 8 
9 a -- a high percentage of those funds for his 9 A That I fi l le d  out and -- and -- a long w ith 

1 0  personal use, would that be contrary to what was the Summit appl ication, and sent  to S u m mit .  1 01 11 1  represented to you? Q Okay.  D i d  you ever prov ide  th is  actual 1 2  

Page 9 1  

talked about -
Q Mm-hmm. 
A -- the overnight rate was one, and the 

fact that he had principal and interest coming back 
on a monthly basis, those funds being reinvested in 
government agency bonds, and such, would be where he 
would do that. 

Q Okay. But before he made any profit, 
investors needed to make their 6 or 7 percent? 

A I don't know what that procedure would 
have been. If it's -- it's a -- I don't think you 
can separate it. It's a, I'm investing these funds 
to get 6, and in the process, I take out an expense. 

Q 
 Okay. Let's take a look at -

buying Ginnie Mae contracts, less a n  expense that - A And I -- you know -

A Absolutely. 1 3  
document to Mr. Chadwick? 
Q Okay. Because you bel ieved those funds A Yes. 

Q O kay.  And d i d  he go through it? would be used to purchase agency bonds, as Mr. 
Snisky had described to you? 1 6 
 A Yes. 

Q Okay . And  -- but th is  is your handwriting 
in  the document, itse lf? 

A And would go into a separate trust 
account. 

Q Okay. To be held for the purchase - 1 8  
 A Yes. 

2 o Q -- oft he bonds? Mr. Chadwick? 2 02 12 1  A Correct. A S eemed the right th ing to do .  
2 2  Q Okay. And how did you understand Mr. 2 22 32 4  


Q Okay . Why d i d  you fi l l  it out instead of 

Q Okay. B ut he  -- he  d id s ign there --
Snisky was making his profit from the Arete 2 3 A B ut he  was -- he  was s itting right there 

when I was  fi l l i ng  it out .  
And  if look at the -- see  

2 3  ( Page s 8 9  to 9 2  ) 

investment? 
A In the -- the institutional idea that you 
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17 
1 9 

95 

23 

1 
Page 

1
93 

the B ates numbers i n  the bottom-right-hand corner, 2 2
you look at No.  229 -3 3
A Okay . 4 Q -- is that Mr.  Chadwick's s ignature? 45 5
A Yes, s ir .  6 6
Q Okay. And he s igned it on or about April  
4th of 20 1 2? 7 7
8 8
A Yes.9 9
Q Okay. And let's look at -- wel l ,  first of  1 0  10
al l ,  you testified earl ier that you received the11 11
document that i s  Exhibit  20, e ither from - - by 12 12
e-mai l  or  U . S .  Mai l  fro m  M r .  Sn isky?  1 3 13
A I bel ieve that's correct. 1 4 14
Q Okay. And you d idn't make any changes to 151 5 

Page 

B Y  MR. MARTIN: 
Q All right. So it  says " 1  percent," is 

that what you understood his fee was? 
A That's -- yeah; that's -- I said that 

earl ier. 
Q Okay. 
A Yes,  that was my understand ing. 
Q And I ' l l  represent to you that Mr. Snisky, 

for personal uses, spent far more than I percent of 
the investor funds. 

A You -
Q Are you learning that for the first time 

today? 
A Yes, sir. 

16
1 6
1

Q 
 Okay. Does that surprise you? 
A Yes. 

the document before you put it i n  front o f  Mr.  
Chadwick? 

1 8
7
1 8
1 9  

Q 
 Okay. And why? 
A Because I thought he was an honest person. 
Q 
 Okay. And i f  ! tel l  you he didn't buy any 

A No .  
Q Okay. S o  Jet's look at this.  I n  the -

2
o 

o n  the front page here, i n  the first 2 o2 1
Other than making a correction that I d id bonds with any of the investor funds, does that -
A That wouldn't be so much of a surprise, 

A2 1 
2 2  
maybe. 22
2 3
2 

because I knew he had to accumulate 5 mi l l ion before 
he bought the tranche, so -

Q What correct -- and what correction was 2 3 
2 4
2 5  

that? 4
25 
 That was your understanding? A Wel l ,  if I checked the w rong box or  Q 


sisometh ing. r.was

94 
 .............. ......  
96
•.•.••.._ 
Page 

1 
Page

1
2 2word ing or redraft it or anyth i ng? understanding your investors had, that he had to 3 3A No .  No .  No. accum ulate funds? 4 4Q Okay. Let's -- let's go off the record A Yes.5 5at -- at 1 0 : 1 9  a .m.  Q Okay.6 (Break from 1 0  : 1 9  a .m . to 1 0:22 a .m.) 6 A I think it's in the document. 
M R. MARTIN : So  let's go on the record Q Okay. And ce1tainly your investors didn't 7 78 8at -- at 1 0 :22 a .m.  understand that he would be spending on himself more 9 9Whi le  we were off the record, Mr.  Mei ssner than the 1 percent management fee? 1 0  10was expressing the opin ion to m e  that it's a A Absolutely.1 1 11complete surprise t o  h i m  that M r .  S nisky may have Q Okay.1 2 12used investor funds for h is  personal -- personal A Well ,  that he would be spending more than 1 3 13use.  And  so  l et's -- let's clarify thi s  a l ittle 1 on his personal use, yes. 1 4 14bit .  Q Right. Okay. 1 5 15It's -- as I 'm understanding it ,  in  A I guess. 1 6  16Exhibit 20 and  i n  your communications w ith Mr .  Q Al l  right. So let's look at Exhibit 20 17 17Snisky, you understood he had a fee that h e  earned again. I j ust want to walk through some of the 1 8  18for runn ing  Arete; is that correct? details. It says right up-front, in the first 1 9  1 9A Yeah. It 's in -- it's in  there. paragraph, that the objective is contributing within 2 0  2 0Q Yeah. And I bel ieve, if  you look a t  the Principal Insured Products, or -- quote -- or Agency 2 1  21 

Okay. All right. And was that the same Q Right. But  you d idn 't change any of the Q 


2 2
2 3  

second page o f  Exhibit 20, where it says "company Bonds, correct? 22 
 Where are you? management" - A 

2 4 
2 5  

I'm on the first page, in the first A I s  i t  in  there? I - Q
24
25 
 paragraph, of Exhibit 20. 

A Okay. 
Q Yeah. 
A 

2 4  ( Page s 9 3  t o  9 6 )  
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Page 97
1 Q All  right. Is that correct? 12 A That was what my understanding was. 23 Q Okay. And that in the adv isement 34 paragraph, that these bonds are backed by the ful l  45 5
faith and credit of the Un ited States Government; i s  6 6
that correct? 

7 A Correct. 
 78 Q Okay. 89 9
A Of which I did research into to be sure 1 10
o that that was correct, and that is what it states on 11 11
their vvebs ite. 12 Q Okay. And then i f  we turn to -- the Bates 121 3 13
num ber i s  2 3 0  in the bottom corner. 14 A Okay. 141 5 Q In  the first paragraph it talks about 1516 "consistent absolutely returns;" i s  that what you 161 7 17 


Page 9 9  

it's Bates No. 23  1 .  At the top it says, " I s  a 
l ike-kind annuity but is not an annuity . "  And is 
that sort of general ly what you understood i t  to be? 

A Yes. Because it's my under- -- because 
I've -- I 've been insurance l i censed for thiliy -
or fifty years, I guess, that the insurance 
companies do a s imi lar thing. So that's why I felt  
that way. 

Q Okay. 
A They offer a 1 0 percent bonus on the front 

of their contracts. And they invest in -- because I 
talked to the insurance company about it. 

Q Mm-hmm. 
A They invest in G innie Maes and -- and real 

estates and other government agency bonds, in order 
to get their fixed returns. 

1 8
1 9 

understood would happen here? 


A Yes. 
 1 8 
 Q 
 Right. 

A So, yes, it was my understanding it was a 


l ike kind. And according to the document, it stated 
2 0 
2 1 

Q 
 Okay. And i t  talks about, i n  the third 


paragraph, a "Trading Environment, " and then later 
 2 0
2 1
22
2 3 


that it wouldn't have the expenses the insurance 

company has, and I agreed with -- I agree with that. 
22
2 3 


in the paragraph i t  talks about "otTer l im ited 

downside . "  Did you understand there was a l im ited 
 Q And in that same first paragraph it says 


it does not have the same costs and advetiisement 
2 4 downside to this? 

52 2 5And are those are a l l  that understood, correct? 

9 8
1 were communicated to your investors, because 1 A Yes. B ecause they don't advertise the -2 in the PPM here? 2 again, it was understood, under the Reg. D offering, 3 A You know, I pretty much stayed on the 3 that there would not -- there would not be any 4 Ginnie Mae type, ful ly guaranteed by the ful l  faith 4 advertising or costs involved in that. 5 and credit of the U.S .  Government. 5 Q And if  you look toward the m iddle of the 6 Q Right. And Mr. Chadwick looked at this 6 page, it says, "Agency bonds represent one of the 7 document, right? 7 safe -- safest products and are often compared to 8 A Yes. 8 Treasury bonds for their low risk and high 9 Q Okay. 9 l iqu idity , "  is that what you understood? 1 0 A They all -- all ofmy cl ients looked at 1 0 A Where are you? 

Page Page 1 0 0  

1 1 1 1it. Q I 'm on Bates No. 23  1 ,  soti of -12 Q Okay. Looked at this -- at  this PPM and 12 A Okay. Where?1 3 these representations from Mr. Snisky? 1 3 Q -- right in the m iddle the page there. 14 A Yes, they -- 1 4 Right here (indicating). 1 5 Q Okay. And did you -- did you understand 1 5 A (Indicating.) 1 6 that Mr. Snisky created this document? 1 6 Q Yeah.1 7 A I -- it was my understanding that he and 1 7 A Oh, professional advice -- yes. 1 8 an attorney -- o r  probably with some advice -- did 1 8  Okay. And what's the question? 1 9  it. But that -- I wouldn't think he would do it by 1 9  Q Well ,  that's -- that's what you understood 2 0 himself. I don't think he had the knowledge do i t  2 0 with this product; is that right? 2 1 by himself. 2 1  A Yes.2 2  Q Okay. But nevertheless, the finished 2 2  Q Okay. And then if  you turn the page to 2 3 product was sent to you by Mr. Snisky? 2 3 232, here's where it l ays out the 7 percent return 24 2 4A Correct. on the investment; is that correct? 25 Q Okay. All right. S o  let's look at -- 2 5  A Yes. 

2 5  ( Pages 9 7  to 1 0 0  ) 

A Yes. 
 fees as a typical annuity, and that's what you 
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1 Q Okay. And you understood that it would 12 pay out according to thi s  tabl e  that's provided 23 3
here?4 4
A Yes.5 5
Q And Mr.  Chadwick d id ,  too? 
6 A Yes. 67 Q Okay. I f  you turn to the top of Page 233 .  78 A (Witness compl ies .) 89 Q Do you see where it says "Disc la iming 91 0  1 0
N otes"? 1 1  1 1
A Yes.1 2 Q 1 2It says, "Calculations assume an agency 1 3  bond interest rate o f  6 percent p lus  a 1 percent on 1 31 4 1 4
the Accumu lat ion Period Addit ion which i s  the 1 5 prepaid principal appl ied i n  the overnight bank 1 51 6 lend ing rate sweeps . "  1 6  

1 7  So, I 'm reading that to understand that 1 71 8 the bond, itsel f, i s  going t o  d o  6 percent, and then 1 81 9  they're going to capture another 1 percent on those 1 92 0  overnight sweeps; is that correct? 2 02 1  2 1
A Correct. 2 2  2 2
Q And i s  that based -- i s  that consi stent 2 3  with the information you got from Mr.  Snisky 2 32 4  verbal ly, too? 2 42 5  A That's consi stent with the fed rate, yes.  2 5  
Page 1 0 2

1 Q Okay . 1 
2 A The overnight rate. 2 
3 Q Okay. And what Mr. Snisky told you he was 34 going to do? 45 A Yes. He had access to the overnight 56 banking rate. 67 Q Okay. And then at the bottom of that same 7 
8 page it says, "Our Proprietary Model Has No Hidden 89 9
Fees"?1 0 A (Witness nods head.) 1 01 1 Q And what did you -- what did you 1 112 12
understand that to mean? 13 A That, other than the 1 percent he was 1314 going to charge, was it. 1415 Q That was the only fee around, okay. 1516 And other than that I percent for 16 

1 7  management fee, did you understand h e  was going to 1 7 
18 be -- to be making any other profit off of this? 1819 A Absolutely. That's why he's in business. 1 92 0 Q Right. 2 02 1  A I mean, he was going to make the excess 2 122 interest after he paid the interest o n  it. 222 3 Q So after he paid investors, he would make 2 324 2 4
the excess interest? 2 5 A He would be making more than 6 and 7 2 5 

Page 1 0 3  

percent, would be -- based on what I saw, he  could 
do that. 

Q Right. 
A l l  right. So let me  back up for a second 

just so I can understand what was represented to 
you. 

Seven percent goes to investors off of the 
return? 

A On a ten-year plan. 
Q On a ten-year p lan? 
A They had to stay in the plan for at 

least -- a lthough they could get out with a fee .  
But they could get -- they could start growing 
income a t  the end o f  the fifth year, and there would 
not b e  a fee at that point, I guess. I real ly 
d idn't get into that, i f  they wanted to get out. 

Q Mm-hmm. 
A Because it was -- if you bought the 

ten-year, it was in here that you stayed in it for 
ten years. 

Q But the 7 percent was annual? 
A That's what was going to be the annual 

percentage, yes. 
Q Okay. The management fee was 1 percent; 

is  that correct? 

Page 1 0  4 

A Yes. 
Q And then anything over that, clearly Mr. 

Snisky is anticipating making a profit, then he gets 
to take h is profit; is that -

A Yes. 
Q I s  that what you understood? 
A That's the way the business is conducted 

in that arena. 
Q Okay. And that's the way -- if  l 'm 

understanding your test imony, that's the way Mr. 
Snisky also explained i t  to you when expl aining 
Arete? 

A I don' t  -- I d idn't get into that. I j ust 
was wanting t o  know if he could get 6 and 7 percent 
for m y  investors. 

Q Right. 
A What he made over and above that was his  

business. 
Q Right. But those investors needed to get 

paid first, before he got h is  over and above? 
A Absolutely. 
Q And that's the way i t  works, right? 
A Absolutely. He's -- the contract said 


they were going to get 6 percent a year for five 

ears, and 7 ercent over the ten- ear eriod. 
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1 Q Period? 1 A Not only that, her daughter was present. I 
2 A Period. 2 went through it with her and her daughter, to be 
3 Q Right. O kay. 3 sure that she understood and the daughter understood 
4 A Sounds fam i l iar. 4 that this would work for her. 
5 Q And -- and in the -- in the -- in  the 5 Q Okay. And you made the same 
6 ten-year program, a ten percent bonus? 6 representations that are in the document to Ms. 
7 A At the front end, yes .  7 Weems that you had to Mr. Chadwick? 
8 Q O kay. A l l  r ight. So  - - so h e  had to 8 A The representation would be -- the 
9 account for that, too? 9 daughter read over the documentation, she asked 

1 0  A Wel l ,  he  -- you h ave to -- it 's -- 1 o questions, I answered the questions. 

1 1  probably was -- I 'm th inking that -- and I 'm not 1 1  Q Right. So the representations are what 

1 2  sure -- that it's an accounting thing, where you 1 2  they are, they're in the document? 

1 3  say, " I 'm going to pay a I 0 percent bonus," but 13 A Yeah. 

1 4  you're not going to get un less you're in it for ten 1 4  Q Yeah. They're in 2 1  and they're in 

1 5  years. 1 5  Exhibit 20? 

1 6  Q Wel l ,  right. But  it's sti l l  -- 1 6  A And they're in al l  of the three or four 

1 7 A So  he  -- 1 7 that I sold. 

1 8  Q Those are sti l l  funds h e  has to come up  1 8  Q Okay. Let me take 2 1  back. 

1 9  w ith through the investment? 1 9  A ( Witness passes Exhibit 2 1  back.) 

2 0  A True, absolutely. 2 0  (SEC Exhibit 22 was marked 

2 1  Q Right.  So  it 's -- i t  -- let  m e  put it 2 1  for identification.) 

2 2 th is  way. That 1 0  percent i s  not m oney he 's going 2 2 BY MR. MARTIN :  


to be ab le to put in h i s  own pocket, he's got to pay 
 Q 
 I 'm going to hand you what's been 

2 4  the investor? 2 4  identified as Exhibit 22. Exhibit 22 is a 
2 5  A True .  it's 2 5  ·-··· ·············-······ -  

Page 1 0 6  Page 1 0 8  

1 accumulating on that 1 0 percent. 1 SEC-Meissner-P-259 through 268. Do you recognize 

2 Q Right. Right. I mean, that's what the 2 Exhibit 22? 

3 PPM says? 3 A Yes. 

4 A Right. 4 Q And what is it? 

5 Q Okay. All right. I ' l l  take it back. 5 A This is Mary Hall 's IRA account that she 

6 A (W itness passes exhibit 20 back.) 6 placed in the investment. 

7 Q And did you give -- well -- 7 Q Okay. So this is the PPM for Mmy Hal l ,  

8 MR. MARTIN : Here we go. 8 the investor? 

9 (SEC Exhibit 2 1  was marked 9 A Yes, sir .  


1 0  for identification.) , 1 0  Q Okay. But you'l l  notice that it's -- it's 
11 BY MR. MARTIN : I 1 1  a l ittle different than -- I'm going to hand you 

i 
1 2  Q Mr. Meissner, I'm going to hand you what's I 1 2  back Exhibit 2 1 .  

1 3  been identified as Exhibit 2 1 .  Exhibit 2 1  is a jI 1 3  A Wel l ,  probably because it's an IRA. 

1 4  multi-page document, SEC-Meissner-P 284 through 295.j 1 4  Q Well, that's what I want to ask you is, 

1 5  And i s  Exhibit 2 1  the same PPM that you gave to Mr. 1 1 5  why is it s l ightly different? 

1 6  Chadwick, except Exhibit 2 1  was given to -- I 16 A I have no idea. 

1 7  A Eleanor Weems. 1 7 Q Okay.
1 
1 8  Q -- Eleanor Weems; is that correct? 1 8  A Where -- you'd have to tell me where the 

A Yes. 
 s l  ight difference is .  

Q Okay. And on Bates No. 289, is that Ms. 
 Q Wel l ,  up at the top, in  the top-left-hand 


Weems' signature? 
 corner in 22 it says "Summit OtTering- l 2PO 1 0 1 -LLC. 

A Yes. 2 2  A Okay. 
Q And did you go through this document with 
 Q 
 And then the other one says "A rete, LLC," 


Ms. Weems s imilar to -- to the way that you went 
 there's no reference to the Summit offering. 

through it with Mr. Chadwick? 
 A The only answer I would have to that is 
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1 that the documents changed over, you know, a period I 1 representations to them that were any different than 
2 of time, and this was the most recent -- 2 the PPM documentation that was put in front of them I 
3 Q Okay. I 3 for the Arete product? 

4 A -- I would guess. I 'm not sure. 

!i 4 A No. 

5 Q Did you think you were offering your 

II 5 Q Okay. So, verbally, you stood behind, I 

6 investors anything different in 22 than you were in 6 guess, is another way -- or you -- or you reiterated 
1
7 2 1 ?  7 what was in the documentation itself? I 
8 A No. I

I 
8 A That's what was provided in the document. 

9 Q Okay. As far as you knew, all your 9 Q Right. 
1 o investors were investing in the same thing? j1 1 0 A Yes. 
1 1  A Yes. 1 1 1  Q And it was consistent with what Mr. Snisky 
12  Q And i t  was the Arete product? I 12  had told you -
13 A Right. I 13 A Yes . 
14 Q Okay. I 1 4  Q -- in Longmont; is that correct? 
15  A I -- I believe what was told to me is that l 1 5  A Oh, excuse me. Yes. 
1 6  Summit actual ly probably balked on having their namei 1 6  Q Okay. 
17  on  the document. I guess they went to -- i t  went i 17  I ' l l  take those two. 
1 8  through three names. i 1 8  A (Witness passes exhibits back.) 
19 Q Okay. But you also received the document I 1 9  Q Thank you. 
2 o that is Exhibit 22 from Mr. Snisky, is that conect? I 2 o With the investors -- and I -- and I only 
2 1  A Correct. I

I 
2 1  understand there to be four investors for you, Mr. 

22  Q Either by the mail o r  by  e-mai l ;  i s  that I
! 

22  Chadwick, Ms. Hall, Ms. Weems and Mr. Hart; is  that 
2 3 correct? i 2 3 correct?I24 A Correct. ! 2 4  A Correct. 

2 5  Q Okay. And you d idn't make any -- l ike, I 2 5  Q Okay. With any of those investors, did 
..-- -�--- --

Page 1 1 0  1 Page 1 12 
I 

1 you didn't make the change and put "Summit Offering" ! 1 you go through their accredited investor status with 
2 in the top-lett-hand corner? I 2 them? 
3 A No. 3 A Yes. And I knew most of them, because 
4 Q Okay. That came from Mr. Snisky? 4 I've known them for a good period of ti me, and knew 
5 A Correct. 5 that they were accredited investors -
6 Q Okay. And so when -- when Ms. Hall 6 Q Okay. 
7 executed Exhibit 22 -- and I take it, that on -- on 7 A -- based on just what I knew. 
8 Bates No. 264 of Exhibit 22, that's Ms. Hall's 8 Q Okay. And -- and how did you -- how d id  
9 signature? 9 you know that? 

1 0  A Correct. Let me look at it. Yes. 1 0  A Well, I knew -- I knew what they owned. 

11  Q And that's your handwriting otherwise? 1 1  They were -- l ike, with Mrs. Weems, I worked with 

12  A Yes. 1 2  her for twenty years. 

13  Q Okay. I take it, that when she executed 1 3  Q Okay. So -

14  th is, she also looked through it and discussed it 1 4  A That's how -

with you, simi lar to Mr. Chadwick and Ms. Weems? 1 5  Q -- you were fami l  iar with her net worth? 
16  A In addition, her husband was present, he 1 6  A Yes. And I was fami l  iar with Mark Hart's. 
17  read through it. He's an engineer, accredited, very 1 7  And with Gary, I went through with it with him to be 
1 8  sharp; looked through it. 1 8  sure. And with Jack, I've known him for twenty 


Q Okay. And the representations that were 1 9  years. 
2 0  provided to them were those that were in the exhibit 2 0  Q And to be an accredited investor, what d id  
2 1  that i s  22? 2 1  their net worth need to  be? 
2 2  A Yes, s ir. 2 2  A I t  needs to be one mi l l ion. 

Q Okay. And with Mr. Chadwick or Ms. Weems 2 3  Q Okay. And d i d  al l  four of these investors 
o r  Ms. Hall or -- I believe there was one other 2 4  have a net worth of a mi ll ion dollars? 
investor, Mr. Hm1 -- did you ever make any 2 5 A Yes. 
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1 Q Okay. Did you ask them those questions at 1 A I -- I asked h im about -- I got h im -- I 
2 the time or did you just know those things to be 2 had to fi l l  out a suitabi l ity study on one of the 
3 accurate? 3 annuities that he  bought, that's how I got that 
4 A It probably was stated in the process. 4 information there. 
5 Q Okay .  D id you d iscuss with them the 5 Q Okay. A nd were you concerned -- it sounds 
6 notions -- notion of being a qual ified purchaser, 6 l ike Ms .  Weems had her daughter with her; i s  that 
7 which is a definition that's under the Investment 7 correct? 
8 Company Act? 8 A She was in town at the time. 
9 A I talked to them about accredited 9 Q Okay. 

1 0  investor, that this was offered to accredited 1 0  A She d idn't -- she l ives in Oregon, and she 
1 1  investors. 1 1  d idn't come specifical ly for it but she was there . 
1 2  Q Okay. A l l  right. 1 2  Q Mm-hmm. 
1 3  A And l would -- I j ust said they were 1 3  A I had talked -- or M rs .  Weems said she 
1 4  generally sophisticated enough to understand. And 1 4  would l ike to have her there s ince she was coming. 
1 5  had a copy o f  an accredited investor, I may have 1 5  Q Okay. And were you concerned, because of 
1 6  given -- showed that to them. 1 6  Mrs.  Weems' age, that her daughter be there or that 
1 7  Q Okay. Did you, at any time, get any 1 7  she got some help understanding it? 
1 8  information from Mr. Snisky about the need for 1 8  A No.  Mrs.  Weems is phenomenal .  She' l l  
1 9  investors to be accredited or not? 1 9  l ive t o  be  1 50 .  
2 o A I went through the Reg. D on 505 ,  506, and 2 o Q Okay. So  even at 9 1 ,  she -
2 1  in there it so states that you can have unlim ited of 2 1  A She's very in- -- she's very cognizant of 
2 2  accredited and I bel ieve 3 5  non-accredited. 2 2  what's going on. She makes -- she makes the final 
2 3  Q Okay. 2 3  cal l .  
2 4  A And it varies in 505 and 06, I bel ieve. 2 4  Q Okay. And what about Mr.  Chadwick at -

. But did 2 5 he's in h i s  late s ixties -- not that that's but 

Page 114  Page 1 1 6  

1 direction from Mr. Snisky about whether you could 1 were you comf01table  with h i s  abi l i ty to -
2 sell Arete to accredited investors or non-accredited 2 A Yes. He has -- he has propert ies. He has 
3 investors or otherwise? 3 a trust. He's knowledgeable .  
4 A I may have discussed it on the 3 5 .  And I 4 THE REPORTER: I 'm sorry. He? 
5 decided it probably didn't make sense to put 5 THE WITNESS:  He's knowledgeable .  
6 somebody in it that was not accredited. 6 BY MR.  MARTIN: 
7 Q Okay. So that was a decision you came to 7 Q He's sophisticated? 
8 on your own? 8 A Sophisticated . I had -- I 've known him -

9 A Yes. 9 I don't know -- thirty years, and he and I get 
1 0  Q Okay. And based on your knowledge of your 1 0  together every so often and j ust talk. 
1 1  clients, all four of these individuals were 1 1  Q Mm-hmm. A l l  right. I - 

12  accredited investors? 1 2  A He's a friend, too. 
13  A Yes. 1 3  Q Okay. 
14  Q Okay. Were any of these four individuals, 
 1 4  A And so are M rs .  Weems and Mary Hart, and 

Mr. Hart, Ms. Hal l ,  Ms. Weems, or Mr. Chadwick, new 1 5  so is -- or -- yeah, M ary Hart and Mark Hart. 
1 6  cl ients for you? 1 6  Q M ary Hal l?  
17  A Yes. Gary Hart's wife was a new c lient. 1 7  A Hal l .  

And Mark Hart is my neighbor, I've known him for 
fiJteen years, and he was not an investor. 

Q Okay. 
A But he was -- he -- we had talked about it 

and we were getting there. 
Q Okay. And so how -- with Mr. Hart, how 

did you assure yourselfthat he was accredited i f  he 
was a new cl ient to you? 

1 8  Q Yeah. 
1 9  A I was going to say, they have the same 
2 0  name? 
2 1  Q Yeah. So -- and was Mary Hal l  a new 
2 2 c l ient to you with the Arete investment? 
2 3  A Yes. 
2 4  Q Okay. She and M ark Hart both? 
2 5 A Yes. 

2 9  ( Page s 1 1 3  to 1 1 6  ) 

DIVISION EXH. 2 




go 

283 . _go 

1 7  

2 3 

2 5  

Page 1 1 7  Page 1 1 9  

1 Q Okay. And how did Mary Hall learn about 1 at 1 0 :49 a.m. 
2 this? 2 While we were off the record, Mr. Meissner 
3 A In social events I -- I've talked to - 3 was asking about Mr. Snisky's current assets, and I 
4 and Gary Hal l  and her -- or Gary and Mary have been 4 responded that, to the extent that I know about Mr. 
5 in my house several times, we talk about certain 5 Snisky's assets, I 'm not at l iberty to discuss those 
6 things - 6 with him. 
7 
8 
9 

Q 
A 
Q 

Okay. 
-- and that's where it came up and -
Okay. And how did you assure yourself 

7 
8 
9 

BY MR. MARTIN: 
Q And other than that, we didn't have any 

substantive conversations; is that correct? 
1 0  that Mary Hall was an accredited investor? 1 0  A Correct. 
1 1  
12  

A I talked to Gary about it, and he told me 
what -- all the assets they had, and pension plans. 

1 1  
1 2  

Q 
A 

Okay. 
You stated it was more than 1 percent. 

13  And she's a -- she's got a very wealthy dad who 1 3  Q Well ,  I did state that it was more than 1 
14  passed away, I believe she inherited some funds. 1 4  percent, as I had indicated to you before, on the 
1 5  Q Okay. And in ten11S of the PPM document, 1 5  record, and so -
1 6  you just -- you physically handed this to them after 1 6  A Okay. 
1 7  
1 8  

you'd received it from Mr. Snisky? 
A Yes. 

1 7  
1 8  

Q Or that he took more than 1 percent, as we 
said on the record. 

1 9  Q Okay. And how did you -- what did you do 1 9  (SEC Exhibit 23 was marked 
2 0  with the -- the executed PPM after you received it 2 0  for identification.) 
2 1  from these investors? 2 1  BY MR. MARTIN :  
2 2  A I sent that -- after I completed the 2 2  Q S o  I ' m  going to hand you what's been 
2 3  information, the Summit document, the PPM, the 2 3  identified as Exhibit 23 .  Exhibit 23 is a 
24  check, the laundering deal, copies of driver's 2 4  multi-page document, from Bates No. 
2 5  l icense and al l that had to have, I sent that to 2 5  SEC-Meissner-P-269 13 " ���2!_z� 

Page 1 1 8  Page 12 0 

1 Summit Trust. 1 Exhibit 23?  
2 
3 

Q 
A 

Okay. 
Summ it Trust acknowledged the funds were 

2 
3 

A 
Q 

Yes. 
And what is it? 

4 received. 4 A It's the Summit application, custod ial 
5 Q Okay. And then d id  you understand that 5 operation agreement, non-I RA for Eleanor Weems. 
6 that documentation would go back to Sn isky or stay 6 Q And did a l l  four of your investors go 
7 with Summ it Trust? 7 through Summit? 
8 A I had no idea where it went at that point .  8 A Yes. 
9 I would think that Summit Trust would hold it. 9 Q Okay. So a l l  four  of your investors 

1 0  Q Okay. Who d irected you to send it to 1 0  fil led out an application identical to Exh ibit 2 3 ?  
1 1  Summit Trust? 1 1  A That check so states. 
1 2  A Because they were the custodian, they - 1 2  Q Okay. A l l  right. And so the checks that 
1 3  that was part o f  the process. 1 3  they made out were to Summit Trust Company? 
1 4  Q Okay. 1 4  A Correct. 
1 5  A It goes to Summ it, it goes to Arete. 1 5  Q Okay. And d id  you fi l l  these appl ications 

Q And that was what you understood from Mr. 

1 7  Snisky, that -- that process? 

1 6  out for them? 

A Yes. 


1 8  A Yes. 1 8  Q Okay. Were a l l  your investors in the 
1 9  Q Okay. 1 9  ten-year program? 
2 0 A I t  was not to go to him d i rectly. 2 o A Yes. 
2 1  Q Okay. 2 1  Q Okay. And did they fi l l  out these 
2 2  M R. MARTIN: Let's -- let's g o  off the 2 2  appl ications that are identified, by example, in 


record at I 0 :46. 2 3 Exhibit 23 on the same day they looked -- reviewed 
(Break from 1 0 :46 a .m.  to 1 0 :49 a .m.) 2 4  their PPMs and made their  investment? 

A Yes.
MR. MARTIN :  Let's back on the record 
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1 Q Okay.  Did they review Exh ibit 2 3  in the 1 for Summit?  

2 same way that they had reviewed the PPM? 2 A Yes ,  s ir .  

3 A Yes. 3 Q Okay. And so in  Exhib it 24, is M ary 

4 Q Okay. 4 rol l ing over her  I RA or transfe rring? 

5 A I a lways had them review what I fi lled out 5 A She was transferring i t  from -- at the 

6 to make sure the information was conect. 6 back I thought I saw a -- wel l ,  no -- fro m  an 

7 Q Okay. Other than the PPM and the Summit 7 A meritrade account, I guess .  

8 applicat ion, were there any other documents that the 8 Q O kay. To the -
9 investors reviewed before they m ade their 9 A Yeah .  She  rol led i t  from some I RA 


1 0 investment? 1 0  account, and I had to have the documentat ion in 

1 1  A N ot any documents. I had to have a 1 1  order to get it transferred d i rectly to Summit IRA.  

1 2  driver's l icense, and whatever, to satisfy the 1 2  Q O kay. 

1 3  laundering dea l .  And it was a different document 1 3  A And that wou ld have been a -- a TD 

1 4  for the I RA than for the nom1al -- and there was 1 4  Ameritrade account. 

1 5  only one. Mary Hart was the I RA.  1 5  Q Okay. So, with your fou r  investors, you 

1 6  Q Mm-hmm. 1 6  used one of  the -- one of  these two Summit 

1 7 A So the answer to your question, were there 1 7 appl ications, e ither the I RA o r  the non-IRA, in 

1 8  any other documents, no. 1 8  order for them to make the i r  investment? 

1 9  Q Okay. 1 9  A I made one I RA investment and three non. 

2 o A That I -- that I recal l .  2 0 Q O kay. A l l  right. And M ary Ha l l  was the 

2 1  Q Yeah . And from whom did you receive the 2 1  only I RA investment; i s  that correct? 

2 2  Summit application? 2 2  A Yes, s ir .  

2 3  A I guess -- I believe from Summit .  2 3  Q Okay. I ' l l  take that. 

2 4  Q Okay. B y  e-mai l  o r  by mai l? 2 4  A (Witness passes Exhibit 24 back.) 

2 5 A They sent me -- I asked for their 2 5 Q Thank you. 


Page 1 2 2  Page 1 2 4  

1 brochures and - - and the appl ications for it . 1 With any of  your four  investors, d id  you 
2 Q Okay. A l l  right. And they -- and then 2 ever d isclose to them that you were receiv ing the 
3 they sent it to you by U .S .  Ma i l  or  by e-mai l?  3 4.5 to 5 percent commi ssion related to th is  
4 A Yes.  4 transaction? 
5 Q Which -- which one? 5 A I normal ly  -- I mean, they knew I was 
6 A Mai l  -- U . S .  Mai l ,  okay . 6 earning a commission. I don't know if I stated 
7 A l l  right. I ' l l  take that. 7 specifica l ly .  In some cases I do .  With my o lder 
8 A (Witness passes Exhibit 23 back.) 8 c l ients, probably not. 
9 Q Okay. So  I ' l l  a lso -- 9 Q Okay. 

1 0  MR.  MARTIN : Here you go. 1 0  A They know -- and I 've explained many 
1 1  (S l:C Exhibit 24 was marked 1 1  times -- that I try to keep the commission at a 
1 2  for identification.) 1 2  reasonable  rate .  

Q I 'm going to hand you what's also been 1 3  Q Okay.  B ut you d idn't spec ifical ly 
1 4  identified as Exhibit 24.  Exhib it 24 i s  a 1 4  disclose the commission in this instance to each of  

multi-page document, from B ates No .  2 -- 1 5  the  four  investors; i s  that right? 
1 6  S EC-Meissner-P-237 through 258 .  And d o  you 1 6  A I probably d idn't. 
1 7  recognize Exhibit 24? 1 7  Q Okay. A l l  right. 
1 8  A Yes .  1 8  A And it wasn't asked. 
1 9  

2 0  

2 1  

2 2  

2 3  

2 4  

2 5  

Q And what i s  it? 1 9  

A It 's M ary Hal l ' s  Summit appl ication, the 2 o 
IRA account. 2 1  

Q Okay. So Exh ibit  24 is  for an I RA 2 2  

account, Exh ibit 2 3  was for an a non-IRA? 2 3  

A Non-IRA, yes, s ir .  2 4  

Q 
A 
Q 

Q And those were the two that used 2 5 

By them? 
Right. 
R ight. O kay. 

(SEC Exhib it 25 was m arked 
for i dentification.) 

BY MR. MARTIN:  
Mr .  Me issner, I 'm to hand what's 
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Page 125  

1 been identified a s  Exhibit 25 .  Exhibit 25  i s  a 
2 multi-page document, from SEC-Meissner-P-5 
3 9 .  The first page identifies some amounts from the 
4 Cromarty Group to Kenneth Meissner, and then the 
5 other pages are some portions of -- of bank 
6 statements. Do you recognize Exhibit 25? 
7 A Yes. 
8 Q Okay. What is Exhibit 25? 
9 A It shows copies of the check on the 

Page 127  

1 correct? 

2 A No. 

3 Q Okay. Did you receive any other payment 

4 of any kind from Summit Trust Company or Mr. 

5 other than what you've already described? 

6 A The commissions were paid through 

7 Cromarty, which I guess is Mr. Scott. 

8 Q Okay. But you -
9 A But nothing from Summit. 


professional fees I received. 1 0  Q Nothing from Summit. 
Q Okay. So, related to the commissions for 1 1  Anything directly from Mr. Snisky or 

Arete, does Exhibit 25 capture the total of those 1 2  Arete? 
commissions? 
 A No. 


16  

A Yes. 14 Q Okay. Okay. We're going to go off the 
Q Okay. 1 5  record in  a second. But part of the reason we're 
A The three -- I don't know if there are 1 6  going to go off the record i s  I want you to have the 


three or four. There was - opportunity to collect your thoughts. If you want 

18  Q We ll ,  is the -- it -- it looks l ike Mr. 1 8  to add anything to what you've said before -- before 
1 9  Hart and Ms. Hall are together on the top one. 1 9  or clarify anything, when we go back on the record, 
2 0  
2 1  

A Ah, there you go. 
Q I s  that correct? 

2 0  
2 1  

you're welcome do that. If you're comfortable with 
how you've articulated everything today, then 

2 2  A Yes. 2 2  we'l l  -- that's fine. I just have a few other kind 
2 3  Q Okay. So, if l 'm understanding this 2 3  of housekeeping-type questions. But -
2 4  correctly, you received a commission for the sale to 2 4  A Wel l ,  other than you hitting me with a 
2 5  Mr. Chadwick for $2,500; is that correct? 
 bombshel l .  I mean, 
 knocked 


Page 1 2 6  

1 A That's correct. 1 
2 Q And you received a commission for the sale 2 
3 to Ms. Weems for $5,000; is that correct? 3 
4 A Correct. 4 
5 Q And you received a total comm ission on the 5 
6 sales to Mr. Hart and Ms. Hall of $ 1  0,000, $237; is 6 

7 that correct? 7 

8 A Correct. 8 
9 Q Okay. And that's roughly $ 1  8 ,000. 9 

1 0  What -- where are those funds now, that were -- were 1 0  
1 1  paid to you as commissions on the Arete sales? 1 1  
1 2  A Where are the funds? 1 2  

Q Yeah. 1 3  

Page 1 2 8  

out from underneath me, because I d idn't -- I -

even when I came here, I d idn 't be l ieve that Sn isky 
was doing -- would be doing anyth ing wrong. 

Q Mm-hmm. 
A I trusted h im .  
Q Right. And you trusted what he  told you, 

obviously? 
A C orrect. 
Q You trusted what he  showed you, on  

B loomberg and  other things? 
A He -- he's probably  -- I don't want to 

m ake any state- -- he's good. I f  he -- if he in 
fact did it, there was e i ther a reason or whatever. 

A Spent. 1 4  I met h i s  fam i ly .  I mean, why would you put your 
1 5  Q Okay. For your -- 1 5  fam i ly, your wife, three ch i ldren in j eopardy for 

A I 'm deep in debt. 1 6  peanuts? I mean, I th ink it was peanuts. There 

Q Okay. But you spent them as you would -- 1 7  wasn't a lot of money involved here . I mean, i f  

1 8  A Household expenses and paying some of the 1 8  you're going t o  d o  it, do  i t  for 1 0  m i l l ion, o r  50  
debts that I have. 1 9  m i l  l ion, or whatever. But  for -- I guess, i n  my 

2 0  Q To l ive? 2 0  count, there's only -- not  even $400,000; that's not 
2 1  A Yes. 2 1  enough to throw your l i fe away. And if  he was so 
2 2  Q You used the funds to l ive? 2 2  concerned about -

A Yes. 2 3  A re you taking this? 
2 4  Q Okay. And you d idn't receive any other 
 2 4  Q Mm-hmm. B ut that's okay. I mean, 

fees or commissions related to A rete; is that 2 5 we're -- we're sti l l  on the record . B ut I don't -

3 2  ( Page s 1 2 5  t o  1 2  8 )  
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1 you know, I -- I want to hear what you have to say. 1 A R ight. They would  -- you know, my c l ients 
2 So if - 2 talk to every -- each other. And a lot of them were 
3 A Well ,  that's what I have to say. I j ust 3 waiting, actual ly, for the end of the first year to 
4 think that he -- he reiterated to me on a number of 4 see if in  fact they were going to get the ir  6 and 
5 occasions -- in fact, at one point, he even 5 their 7. 
6 thought -- he even told me that he wasn't sure he 6 Q Did  any of your c l  ients receive any 
7 wanted me to -- to work with him. Maybe he 7 account statements? 
8 I 'd look into it too far, or I don't know what the 8 A They got some account statements from 
9 reason. 9 Summit that showed that there was noth ing -- I 

1 0  Q Wel l ,  what was the context of that comment 1 0  wasn't -- they wasn't in there a year. They had to 
1 1  that he made to you? 1 1  b e  at least i n  there a year to show the percent. 
1 2  A You know, I was told that maybe I wasn't 1 2  Q S o  they d idn't show any -- any interest 
1 3  material -- or a person that should sell this 1 3  gain? 
14 product. 1 4  A No.  
1 5  Q Did you have a - 1 5  Q O r  any gain whatsoever? 
16 A No reason. 1 6  A No. 
17 Q No? 1 7  Q Okay. 
1 8  A I didn't get a reason. S o  I called and I 1 8  A I mean, real ly, I -- February, March, and 
1 9  said, " What's that al l about." And somehow, i n  the 1 9  Apri l ,  that was it. 
2 o conversation -- I w ish to hell I 'd  have stopped, 2 0 Q Okay. 
2 1  Q Mm-hmm. Do you think it was a backwards 2 1  A S o  they were only i n  there three o r  four 

way to try to entice you to - 2 2 months.  2 2 

Q Did any of your investors or c lients 
A I don't think so. 

Q Hmm. 2 4  receive any information d i rectly from Arete? 

him 2 5  A No. 

Page 1 3 0  Page 1 3 2  

1 funds to get to his five mil l ion, was my logic. 1 Q Okay. N ot to your knowledge? 
2 Q Mm-hmm. 2 A Not  to my know ledge, r ight .  
3 A I mean, you don't do that, you know, doing 3 Q Yeah. 
4 business with John R. Lunch Bucket. I mean, you 4 A Thanks. No ,  I don't -- I don't th ink so .  
5 to get people that can bring money to you. 5 Or my c li ents, genera l ly ,  would tel l  me p ro bably .  
6 Q Right. 6 Q O kay. A l l  r ight .  And after the -- your 
7 A You know, I -- if you think about it, 7 investors invested i n  A rete -
8 there are a ton of people out here who would do this 8 A W e're sti l l  off the record here, aren't 
9 if in fact it would work as he said it would, 9 we? 

1 o because 6 and 7 percent is a really good rate of 1 0  Q No. We' re on -- we're on the record . 
1 1  return for fixed returns. 1 1  We're -- we're st i l l  ta lking? 
1 2  Q Mm-hmm. 1 2  A Oh,  a l l  r ight. 
13  A And there are a lot of people s itting with 1 3  Q After  your c l ie nt s  invested i n  Arete, d i d  
14 tons of money sitting at  I percent - 1 4  y o u  get any other i nformation or  any other 
1 5  Q Right. 1 5  communications from Sni sky or  A rete? 
1 6  A -- or less. 1 6  A Not  from Sn i sky, no .  
1 7  Q Right. Q W hat about from Arete? 

1 8  A The money market's at a half. So, I mean, 
1 9  I talked to people that have -- that were talking 
2 o about giving -- sending $600,000 to a mil l ion. So 
2 1  you stopped it -- you saved me a lot of grief by 
2 2 stopping it. Again, my logic, you stopped it before 
2 3 I got to that point. 
2 4 Q Before more of your cl ients put in more 
2 5  money? 

1 8  A W hat? 
1 9  Q What about from A rete? 
2 0 A No .  
2 1  Q No ,  okay. 
2 2 A I -- what i nformation I was try ing to fi nd 
2 3 out I got from Doug S cott. 
2 4 Q And w hat was that? 
2 5  A Just 
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1 Q Mm-hmm. 1 
2 A And I 'm concerned. I 've got three, four 2 
3 c lients that have put their hard-earned money into 3 
4 this th ing. 4 
5 Q What d id Doug Scott tel l  you? 5 
6 A Not a lot. He was not getting a lot of 6 

7 information from Gary, other than the accounts 7 
8 taking the -- whatever. They were taking the house, 8 
9 the -- that he -- you know, I knew he had that 9 

1 0  bui lding there, and I asked about that, is that -- 1 0  
11 is that free and clear, was he leasing it or what. 1 1  
1 2  I'm trying to figure out how -- 1 2  

Q S o  since -
A I talked to Doug Scott, which I 've 

mentioned. 
Q So when was the last time you talked to 

Snisky? 
A When I was -- wel l ,  it -- it m ay have been 

on a teleconference. I don't have the date 
commanded to memory. I went up there -- I believe 
the first conference was before that. I had some 
telephone conversations try ing to c larify things, 
asking specifical ly questions that I had after I d id 
some due d i l igence and -

Q The oftlce bui lding? 1 3  Q And this  is al l sti l l  back in 20 1 2? 
1 4  A The office bui lding. 1 4  A Yes. 
1 5  Q Yeah. 1 5  Q Okay. 
1 6  A I 'm try ing to figure out, real ly -- I 1 6  A Nothing since -- I haven't talked to 
1 7  don't know what I was trying to figure out, because 1 7  Snisky s ince you shut -- you shut it down. 
1 8  I sti l l  assumed that he was an honest person unt i l  1 8  Q So s ince January 20 1 3  ? 
1 9  you to ld me today. 1 9  A Before. 
2 0  Q Okay . But nevertheless, it sounds l ike 2 0  Q Before that even? 
2 1  you're sti l l  maybe runn ing through if he has any 2 1  A Yeah . 
2 2  assets or what's out there maybe for your investors 2 2  Q Okay. 
2 3  to -- to capture; I mean, is that - 2 3  A But -
2 4  A We l l, it -- it's -- it's logic that 2 4  Q But you have tal ked to Doug Scott? 
2 5  to have be 2 5  A Yes.  

Page 1 3  Page 1 3 6  

1 returned, whatever i s  left. 1 Q And what have you talked to Doug Scott 
2 Q Mm-hmm. Okay. 2 about? 
3 A So - 3 A Just what the hel l is happening? What's 
4 Q To your knowledge, have any of your 4 happening? 
5 investors been paid anything by anyone? 5 Q Okay. And what is Mr. Scott tel l ing you? 
6 A No. 6 A You know, that -- not a lot of information 
7 Q Okay. Cetiainly not by Mr. Snisky? 7 that I cou ld grab hold of. I mean, he just said 
8 A No.  8 they're -- you know, that they're saying -- Doug 
9 Q Okay. A l l  right. Okay. 9 Scott was tel l ing me, actually, that he thought this 

1 0  I think we'l l  just -- if you've c larified 1 0  was all concerning the -- the ZEEK deal , which -

1 1  or added what comments you have, I think we'l l  just 1 1  you know, the penny option thing. 
1 2  continue. I have some final questions, and then 12  Q Mm-hmm. 
1 3  we'l l  just -- we' l l  just quit from there. 13  A And that it was my -- his understanding 
1 4  If you want me to go off the record now, 14 maybe that you guys were going after him because he 
1 5  and you -- to give you time to think about other 15 was involved in that and whatever, and that's about 
1 6  th ings, then we can -- we can do so. You tel l  me. 16  all I got. 
1 7  A No. As I said before, I 'm stunned. 17  Q Okay. Have you talked to anybody about 
1 8  Q Okay. 18  your appearance here today for testimony? 
1 9  A So right now I 'm - 1 9  A My wife .  Eleanor Weems called me. 
2 0  Q Okay. Have you spoken with anyone 2 0  Q Okay. 
2 1  regarding this  investigation? 2 1  A She was concerned. 
2 2  A Such as? 2 2  Q What did you d iscuss with Ms. Weems? 
2 3  Q Mr. Snisky. 2 3  A I j ust told her I was going up to give a 
2 4  A No, I d id not ta lk -- I have not talked to 2 4  deposition. 
2 5  Mr. s ince this came about. Q Okay. Has anyone discussed with you what 

3 4  ( Page s 1 3 3  t o  1 3  6 )  
DIVISION EXH. 2 




--

C OM M I S S I OJ\ 

1 7  

2 4  

Page 1 3 7  

1 your testimony would b e  o r  should be today? 1 


2 A No. 2 


3 Q Okay. Have you seen a transcript or a 3 


4 digest or a summary of the testimony of anyone e lse 4 


5 who's testified in this matter? 5 


6 A No. 6 


7 Q Okay. Do you know anyone else who's been 7 


8 subpoenaed or testified in this investigation? 8 


9 A No. 9 


1 0  Q Okay. Have you d iscussed your test imony 1 0  


1 1  o r  the past o r  proposed testimony of another w itness 1 1  


1 2  with any third patty or any other person? 1 2  


1 3  A I cal led a friend o f  m ine who's an 1 3  


1 4  attorney and asked h im,  you know, what I could -- 1 4  


1 5  could or couldn't do poss ibly in  thi s  deposition 1 5  


1 6  that -- and he just said, you know, you can 1 6  


1 7  always -- wel l ,  anyway, just to find out what I can 1 7  


1 8  d o  here. 1 8  


1 9  Q Okay. But that was -- you reached out to 1 9  


2 0 an attorney for some advice basical ly? 2 0  


2 1  A Yes. 2 1  


2 2  Q Okay. 2 2  


2 3 A Had nothing to do about my deposition, or 2 3  


2 4 the investment, or anyth ing. It was just that I was 2 4  


2 5 and what -- 2 5  
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1 Q And I don't want -- and I don't want you 1 


2 to share that adv ice w ith  me, because that's 2 


3 privi  leged, whatever he  told you.  3 


4 A Right. 4 


5 Q B ut I -- I j u st was curious who you ta lked  s 

6 .  6 


7 So,  Mr .  Me issner, at thi s  t ime we're going 7 


8 to adjourn test imony to a d ate uncertain,  i f -- i f  8 


9 we need to come -- come back and ask further 9 

1 0  q uestions. A lthough test imony i s  adjourned, you 1 0  


1 1  remain under subpoena. 1 1  


1 2  M R. MARTIN : Let's go off the record at 1 2  


1 3  I I  : 1 0  a .m . ,  on November 1 4th , 20 1 3  . 1 3  


1 4  (Whereupon, at 1 1 :  1 0  a .m . ,  the examination 1 4  


1 5  was concluded.) 1 5  


* * * * * 1 6  1 6  
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2 
3 WITNESS: EXAMINATION 
4 Mark S .  Tomich 5 

5 
6 EXHIBITS DESCRIPTION IDENTIFIED 
7 
8 

26 Subpoena issued October 1 7, 20 1 3  

27 Cover letter/document subpoena 
9 

I 0 

9 issued on June 1 9, 20 1 3  

1 0  2 8  July 23, 20 1 3  letter to Mr. Mmiin, 1 3  

11  ENF-CPU from Matthew L. V icari 
12  29 Background questionnaire, TOM ICH 30 

13 000 1  1 47-000 1  1 59 

14 30 Notes, Strategic Planning Services, 57 

15 TOMICH 0003 1 5  

16  3 1  Notes TOMICH 0003 1 6, 3 1 9, 3 2 1  ,323, 326 57 

17  32  Notes, TOMICH 0003 1 8, 322 ,  324 57 

18 33 One page document/note 62 

34 SPS College Funding Services, TOMICH 64 

0003 2 1  -000322 

35 Notes, TOMICH 000323-000324 64 
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C 0 N T  E N  T S (CONT.) 

EXHIBITS DESCRIPTION IDENTIFIED 
36 Notes, TOMICH 0003 1 7-0003 1 9  65 

37 Notes, Strategic Planning Services, 66 

Bates Tomich 3 1 5  

38  Arete LLC, a Private Company document, 1 00 

TOM ICH 000442-000452 

39 Salary, Bonuses, Fees, and 1 1 1  

compensation, TOM ICH 000004-000006 

40 Two-page document, Tomich 440 through 1 1 7  

44 1 

14  On  behalf of the Witness : 
13 4 1  One-page document, Bates number Tomich 1 1  9 

14 453 

15  JASON C. MI  LLER, ESQ. 15 42 A multipage document from Bates range 1 25 

1 6  MILLER JOHNSON LAW FIRM 16  Tomich 560 through 570 

17  Calder P laza Building 17 
1 8  
19 
2 o 

2 1  
2 2  

18  
19  
20  
2 1  
2 2  
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1 P R O C E E D I N G S  1 
2 MR. MARTIN : Let's go on the record at 2 
3 8 :34 a.m. on November 20, 20 1 3  . 3 
4 Mr. Tomich, do you swear to tel l  the truth, 4 
5 the whole truth and nothing but the truth? 5 
6 THE WITNESS: I do. 6 
7 Whereupon, 7 

8 MARK S. TOMICH, 8 
9 appeared as a witness herein and having been first! 9 

10  duly sworn, was examined and testified as fol lows : I 1 o 
11  EXAMINATION I 11  
12  BY MR. MARTIN: 12  
1 3  Q Please state and spel l  your ful l  name for 1 3  
14 the record. 1 4  
15 A My name is Mark S. Tomich. M-A-R-K, 15  
16 initial S, T-0-M-I-C-H. 1 6  
17  Q And you go by Mike; is that true? 17  
18  A I do. 18  
19 Q My name is John Mmiin, and with me today 19  
2 0  is James Scoggins who wi l l  be in and out during the 20  
2 1  testimony. We are officers of the Commission for 2 1  
2 2  the purposes of this proceeding. 2 2  
2 3  This is an investigation by the United 2 3  
24 States Securities and Exchange Commission, in the 
25 matter of Arete, LLC, 0-332 1 ,  to determine whether 

Page 6 

1 there have been violat ions of certai n  provi s ions of 1 
2 the federal securities l aws.  2 
3 However, the facts developed i n  thi s  3 
4 invest igation m ight constitute v iolations of  other 4 
5 federal or state c iv i l  or criminal laws. Prior to 5 
6 the opening of the record, you were provided wi th a 6 
7 copy of  the formal  order  of invest igation in this 7 
8 matter. It w i l l  be ava ilable for your examination 8 
9 during the course of this proceeding. 9 

1 0  Mr. Tomich, have you had an opp011un ity to 1 0  
1 1  review the formal  order? 1 1  
1 2  THE WITNES S :  Yes.  1 2  
1 3  MR. MILLER: And, Counsel ,  before you go 1 3  
1 4  on,  i f  l could just quickly state that Mr. Tom ich, 1 4  
1 5  h i s  understanding i s  that he  i s  not a target of any 1 5  
1 6  criminal invest igation at th is  t ime. And h e  i s  of 1 6  

Page 7 

BY MR. MARTIN: 
Q Prior to the opening of the record, you 

were provided with a copy of the Commission 
Supplemental Information Form. A copy of that 
notice has previously been marked as Exhibit 
Number 1 .  

Mr. Tomich, have you had the opportunity to 
read Exhibit I ?  

A Yes. 
Q And do you have any questions concerning 

this notice? 
A No. 
Q Mr. Tomich, are you represented by counsel? 
A Yes. 

MR. MARTIN: Would counsel please identify 
yourself, name, firm name, address and telephone 
number, please. 

MR. MILLER: Jason C. Mi l ler of the Mil ler 
Johnson Law Firm, 250 Monroe Avenue NW, Suite 800 
Grand Rapids, Michigan 49503, direct dial, (6 1 6) 
83 1 - 1 794. 

MR. MARTIN: And, Counsel, are you 
representing Mr. Tomich as his counsel today? 

MR. MILLER: I am. 
BY MR. MARTIN:  

Page 8 

Q Just  a few housekeeping matters. 
Mr. Tom ich, i f  you want to go off the record, 
p lease advise me your desire to do so, and I' l l  
decide at that t ime whether to  ask the reporter to 
do so.  

The reporter w i l l  not go off the record at 
you or your counsel 's request. However, if you 
need to use the restroom or even stretch your legs, 
just let me know. 

A Is  that what you're referring to as off the 
record? 

Q Yes. Exactly. 
A Okay. Let me advise you that after the 

staff has finished his  questioning, your counsel 
wi l l  have the opportunity to ask you questions for 
the purpose of c larifYing your testimony. 

course here to fu l ly  cooperate and testify,  but I ' l l  be asking you a num ber of questions 
1 8  he's not waiving any F ifth Amendment rights. 1 8  
1 9  M R .  MARTIN : Okay, and I appreciate that. 1 9  
2 0  And so that the record's c lear, for our purposes 2 0 
2 1  and our investigations we don't use term inology 2 1  
2 2  such as target or subject, and whatever 2 2 
2 3  Mr. Tomich's relationship wi th the crim inal 2 3  
2 4  authorities i s  between Mr. Tom ich and the crim inal 2 4  
2 5  authorit ies. 2 5 

today. If you do not understand or do not hear any 
questions, p lease let me know. Please al low me to 
complete the question before you begin your answer 
so that we're both not speaking at once, and p lease 
answer audib ly .  Nods and shakes of the head don't 
show up on the record. 

A I understand. One thing, I have Lyric 
aids and sometimes wi l l  in on 

2 ( Page s 5 t o  8 )  
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1 different sounds, so I get almost everything. 1 
2 Q Not a problem. 2 
3 A Okay. 3 
4 Q And if you don't, j ust ask me to repeat 4 
5 myself. 5 
6 A Okay. 6 
7 Q Please do not assume or infer anything from 7 
8 our questions. If we ask whether an event happened 8 
9 or someone did or said something, do not assume 9 

1 0  that this occurred or that we bel ieve it did. 1 o 

1 1  We're simply attempting to ascertain whether or not 1 1  
12  you have any information relevant to  the 1 2  
1 3  (SEC Exhibit No. 26 was 1 3  
1 4  marked for identification.) 14  

Page 1 1  

Maryann Busch, went through our files, our e-mails, 
our records. We did as thorough a search as we 
possibly could to comply with that. Frankly, I 
didn't want to miss anything. 

Q Understood. And you have an office that's 
not in your home; is that correct? 

A That's true. 
Q Okay. And just again, briefly for my 

education, would you describe that office, that 
physical office space? 

A It's about 850-square feet. We have a -
you walk from the outside into the office itself. 
We have a reception area there where Maryann Busch 
works. To the left is a conference room. We have 

1 5  BY MR.  MA RTIN
Â: 
 windows all around. 

16  Q And I ' l l  routinely hand you a courtesy copy 
 1 6  To the back and the right is a restroom, 

1 7  
1 8  

which I ' l l  ask you to shoot right back to me. 
 and to back on the left is my office. 

Mr. Tomich, I'm going to hand you what's 1 8  Q Understood. Other than Ms. Busch and 

1 9  been identified as Exhibit 26. This i s  a copy of 1 9  yourself, any other employees or individuals who 
2 0 the subpoena, the testimony subpoena we issued to 2 0 work for you or with you? 
2 1  you on October 1 7, 20 1 3 ,  and the cover letter. Is 2 1  A No employees, but I do have a guy that 
2 2  this a copy of the subpoena by which you're 2 2  comes in and helps with my books, a guy that comes 
2 3 appearing here today? 2 3 in and does birthday cards and that kind of stuff 
24  A Yes, sir. 24  for me. 
25  2 5  Q Okay. And did the search conducted 

Page 1 0  Page 12 

1 MR. MILLER: I would just note that that 1 include an electronic search? 
2 su bpoena has a different date than we agreed to be 2 A Yes. 
3 here today. 3 Q Okay. E-mails and databases and so forth? 
4 M R. MARTIN : Understood. Counsel and I 4 A Yes. 
5 agreed to a s l  ightly different date for the 5 Q Okay. Thank you. 
6 testimony and accordingly you're here this morning. 6 MR. MILLER: Counsel, I would just note 
7 THE WITNESS:  R ight. 7 that I also went online and pul led some additional 
8 MR. MARTIN : Thank you. 8 things, printouts from the state of Michigan and 
9 (SEC Exhibit No. 27 was 9 maybe F IN RA -- things that were included in that 

1 0  marked for identification.) 1 0  that we produced. 
1 1  B Y  MR.  MARTIN: 1 1  M R. MARTIN : Understood. I appreciate it. 
1 2  Q Mr. Tom ich, I 'm going to hand you what's 12  BY MR. MARTIN: 
1 3  been identified as Exhibit 27. This is a copy of 13  Q Mr. Tomich, have you withheld any documents 
1 4  the cover letter and the document subpoena that we 14  called for by the subpoena based on any claim of 
1 5  issued to you on June 1 9, 20  1 3  . 15  privilege? 
1 6  And do you recognize Exhibit 27? 1 6  A No. 
1 7  A I do. We subm itted that evidence, right. 1 7  Q Okay. And were any documents called for by 
1 8  Q And have you given to the staff a l l  1 8  the subpoena not produced for any reason other than 
1 9  documents cal led for by  the subpoena? 19  privi lege? In other words, did you not produce 
2 0  A Yes, I have. 2 0  something for any other reason? 
2 1  Q And if you wou ld,  please, just briefly 2 1  A No. 
2 2  describe the search that was conducted for the 22 Q And do you know of any documents responsive 
2 3  subpoena documents and te l l  me who conducted 2 3  to the subpoena but not provided that were in your 
2 4  
2 5  

search. 
A I - - excuse m e  - I and 

24  
25  

possession at a prior time or that were lost, 
destroyed or otherwise disposed of? 

3 ( Page s 9 t o  1 2  ) 
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1 A l 'm not aware of any . 1 departure from MTL? 
2 Q Okay. Thank you. 2 A There was a l ife insurance -- wel l ,  MTL 
3 (SEC Exhibit No. 28 was 3 Equity is whol ly owned by MTL Insurance Company. 
4 marked for i dentification.) 4 And I was sel ling the whole l ife insurance policy 
5 B Y  MR. MARTIN: 5 from MTL Insurance Company and MTL Equity. It wa 
6 Q Mr. Tomich, I 'm going to hand you what has 6 a concept called infinite banking. It is a concept 
7 been identified as Exhibit 28 .  Exhibit 28  is a 7 called infinite banking. 
8 multipage letter dated July 23,  20 1 3  . It's to me 8 And the equities side didn't approve of 
9 in regard to Arete, LLC, subpoenaed to Mark S. ,  9 that concept. And I wanted to sel l ,  you know, the 

1 0  quote, Mike Tom ich, and it's s igned by Mr. Matthew 1 0  life insurance and was perfectly fine with the 
1 1  Vicari o f  the Mi l ler Johnson Law Firm.  11  company. They endorsed it. And they had no clue 
1 2  Do you recognize this letter? 12  that the equity side didn't approve of that. 
1 3  A Yes. 13  Q Okay. 
14 Q Okay. And to your understanding is this 14  A So there was a confl ict. It was more 
1 5  the letter that was included in  the response to the 15  important to me to be able to sel l  l ife insurance 
1 6  document subpoena that we issued to you? 1 6  than it was equities, and I sti l l ,  you know, as a 
1 7  A That is my understanding. 17  registered investment advisor, s o  -
1 8  Q And is it also your understanding that this 1 8  Q S o  was your l icense terminated or did you 
1 9  helped capture that response and explain the 19 voluntari ly -
2 o response similar to me so that I understood what I 2 0 A No -- yeah, I resigned or I suspended my -
2 1  
2 2 

was getting? 
A That's my understanding. 

2 1  
2 2  

gee, I can't even think of the initials .  Was it 
CDC, no, it's not the CDC. Well ,  anyhow, I 

2 3  Q Okay. Let's walk through the letter if you 2 3 voluntarily -
2 4  don't mind, just t o  make sure the staff doesn't 

- -.':- - - And in  subpoena response 
2 4  
2 5 

Q 
A 

The NASD, i s  that the -
Well, I voluntarily resigned, 

Page 14  Page 1 6  

1 number one, it states that Tomich i s  not a 1 Q Okay. And was there any sanction or issue 
2 registered representative nor is h e  affi liated w ith 2 at that t ime re l ated to that? 
3 any broker/dealer; i s  that accurate? 3 A None. N ever has been. 
4 A That's correct. 4 Q Okay. And you had a Series 67? 
5 Q At one t ime were you a registered 5 A Uh-huh. 
6 representative? 6 Q Is  that correct? 
7 A Yes, I was . 7 A That's correct, yeah. 
8 Q Okay. And when was that? 8 Q And did you also voluntarily let that go? 
9 A You know, it's been long enough now. 9 A Yes -- oh, no, no. 65 -- let me back up 

1 0  From -- I bel ieve it was 1 987  through 2008 .  1 o here . 
1 1  Q Okay. And what l icenses d id you hold? 1 1  Q Sure. 
1 2  A 65 -- and I j ust lost it here. 67, I 1 2  A I tota l ly m isunderstood that. 
1 3  bel ieve. 1 3  Q Yes. 
1 4  Q And those were -- those were your standard 1 4  A Yeah, the 65 I kept because I need that 
1 5  securities l icense, your Series 6 5  and your Series 1 5  registered investment advisory business, 67 .  
1 6  67? 1 6  Q That's what we've been talking about? 
1 7  A That's correct. 1 7  A Yes. 
1 8  Q And when did your 65 stop? 1 8  Q A l l  r ight. So your Series 65 ,  is that 
1 9  A When I resigned. I submitted my 1 9  sti l l  current? 
2 0  resignation by broker/dealer. I be l ieve  it was 2 0  A No. 
2 1  2008 .  2 1  Q Okay. And when d id  that terminate? 
2 2  Q Okay .  And what was the broker/dealer at  2 2  A I t  was October, the end of October 20  1 0. 
2 3  the t ime? 2 3  Q Okay. And what were the c ircumstances 
2 4  A MTL Equity Products, I n corporated. 2 4  that termi nation? 
2 5  What were the c i rcumstances 2 5  A I terminated .  
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1 Q And why? 

2 A I d idn't get a 72 on my test, and I d idn't 

3 want to retest. I was primarily in the l ife 

4 insurance and annuities, and it was not a big issue 

5 fur me. 

6 Q Okay. And were there any sanctions or -
7 A No.  

8 Q -- any reprimands at that time? 

9 A I 'm sorry. I answered that too quick, 


1 0  none. Thank you. 
1 1  Q Al l  right. Thank you .  Did you hold any 
1 2  other securities l icenses through any of the states 

Page 1 9  

1 anything associated with your withdrawal at that 
2 time? 
3 A None. 
4 Q And this I RA business was in the name of 
5 Strategic P lanning Services? 
6 A That's correct. 
7 Q Let's go back to the first page of 
8 Exhibit 28 .  
9 A (The witness comp l ies.) 

1 o Q I fyou look at number 2 and flip over to 
1 1  the next page, top of the second page of Exhibit 28 .  
1 2  A U h-huh. 

1 3  at any time? Q 
 Your response to number 2, you have a d/b/a 
1 4  A No.  1 4  of Strategic P lanning Services s ince 1 982; is that 
1 5  Q Were you -- did you hold an investment 1 5  accurate? 
1 6  advisor l icense in M ichigan? 1 6  A That's accurate. 
1 7  A Yes. That was the I RA. 1 7  Q From a corporate structure standpoint, is 
1 8  Q Okay. 1 8  Strategic P lanning Services s imply a name only, a 
1 9  A My firm was the registered advisement firm, 1 9  d/b/a, or is it incorporated in any fashion? 
2 0  and I \Vas the representative ofmy own firm . 2 0  A No. It's a d/b/a. 
2 1  Q Okay. And what was the date range on that? 2 1  Q Okay. And in the state of M ichigan, do you 
2 2  A The date range? 2 2 l icense d/b/a -- or do you register d/b/a's? 
2 3  Q Yes. When d id you hold that - 2 3  A You do. 
2 4  A Start and end . I bel ieve I started th is in 2 4  Q You do. Okay. To hold the name? 
2 5  1 999. I don't remember the month.  Do w e  have it? 2 5  A Uh-huh. 

Page 1 8  Page 2 0  

1 MR.  M I LLER: I would just note that in the 1 Q But it's not an LLC or partnership or 
2 answer to question number 7, it does recal l  some 2 anything of the sort? 
3 d ates. 3 A That's correct. 
4 THE WITNESS :  O kay. 4 Q Okay. And you identifY here that you're 
5 B Y  MR.  MARTIN : 5 the sole proprietor; is that accurate? 
6 Q That's correct. So let's look at -- I 'm 6 A That's correct. 
7 sorry -- Exhib it 28 .  And we're l ooking at q uestion 7 Q Okay .  You're also identified as the d/b/a 
8 number 7 .  8 of Western Michigan Adult Learning Center; is that 
9 A January 1 3 , 1 999, in answer to your 9 correct? 

1 0  question . 1 0  A That's correct. 
1 1  Q And when you look at the response, s ir, is 1 1  Q What's the business of Western M ichigan 
1 2  that response accurate for number 7?  12  Adult Learning Center? 
1 3  A That's what I 'm looking at here. 1 3  A I do -- I run c lasses for ABC Conservative 
1 4  Q Uh-huh. 1 4  Investing. It's about l ife insurance and annuities 
1 5  A Yes. 1 5  at the local col lege. I do that independently. 
1 6  Q Okay . And what were the c ircumstances 1 6  And I conduct sem inars on social security 
1 7  your resignation o f  investment advisor in 1 7  workshops. 
1 8  October o f  2 0  1 0?  1 8  Q And when d id  you begin doing that? 
1 9  A I d idn't -- I got a 70 on my Series 65 .  1 9  A I bel ieve it was two years ago. Man, I 
2 0  You needed a 72.  2 o don't know if it's in response here. Let me go 
2 1  Q Okay. 2 1  back. I bel ieve it was approximately the spring of 
2 2  A Then I d idn't want to -- I had to wait 2 2  20 1 2  when I d id  that. 
2 3  three or five months, I don't remember now, to 2 3  Q And do you continue to do that? 
2 4  retest. 2 4  A Yes. 
2 5  Q Was there action or  2 5  Q 
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1 A Yes. 1 about them. 

2 Q H ave you gained new c lients through that 2 Q Do you do hazard? 

3 work? 3 A No. No, property casualty. 

4 A Yes. 4 Q Nothing of the sort? 

5 Q I imagine something l ike that is not only 5 A No. 

6 instructed for the people who are in the c l asses, 6 Q Have you ever done that? 

7 but also he lpfu l  for you to -- your c l  ients -- 7 A No. 

8 A I meet peopl e, and if  they wanted to come 8 Q And other than what you've described 

9 talk to me, it's voluntar i ly, and there are no 9 before -- you said you had a secretary. You said 


1 0  sales done there .  1 0  you had a gentleman who helps you with the books 

1 1  Q Right. And it's at the local community 1 1  once in a whi le, and then you said you had somebody 

1 2  co l lege; is that correct? 1 2  who helps you with sort o f  birthday cards and I 

1 3  A Yes. Wel l ,  no, I 'm sorry. I t's  Grand 13  take it kind of  marketing a l i ttle bit. 

1 4  Val ley State University. I rent a room there. 14 A No. 

1 5  Q Okay. And let me  ask you about Strategic 15 Q No marketing? 

1 6  Planning S ervices. What i s  the business of  1 6  A No marketing. Cleans the office, too. 

1 7  Strategic P lanning S ervices? 1 7  Q C leans the office, okay. Al l  right. 

1 8  A It 's l i fe insurance and annuities. 1 8  Anybody else sell the products that you've 

1 9  Q Okay. I s  that functionally how you operate 19  described from Strategic Planning Services? 

2 0  your insurance business? 2 0  A You mean, affil iated with me? 

2 1  A Yes. 2 1  Q Yes, affil iated with you or in the same 

2 2  Q Under that name? 2 2  office space? 

2 3  A Yes. 2 3  A No. There's nobody in the same office 

2 4  Q Okay. And you've done so since 1 982;  24 other than the people I noted. I 'm the only 

2 5  that's correct? 2 5  in that office, no I -- no. 


Page 22  Page 24  

1 A That's correct. 1 I have -- I 'm trying to think -- MTL, I 
2 Q And if you would, take a minute and tell me 2 think I have a couple brokers under me, but I don't 
3 about your business that is Strategic Planning 3 even remember anymore, Frank Baker, get whatever 
4 Services? In  other words, what do you offer? What 4 overrides a l ittle bit, but that's about it. 
5 do you sel l? What do you do in that function? 5 Q And it's my understanding based on the 
6 A Life insurance and fixed annuities, fixed 6 documents you produced that Strategic Planning 
7 index annuities. 7 Services has a bank account with Lake Michigan 
8 Q And by -- when I hear fixed annuities, I 8 Credit Union; is that correct? 
9 think of a couple different things. 9 A That's correct. 

1 0  A Okay. 1 0  Q Any other bank accounts associated with 

1 1  Q So help me understand, at least 1 1  Strategic Planning Services? 

1 2  historically and moving forward, what i t  means when 1 2  A Not with Strategic Planning Services. 

1 3  you say you sell fixed annuities. L ike what are 1 3  Q Any securities accounts? 

1 4  those fixed annuities exactly, and what companies 1 4  A I have an account with Scottrade, not with 

1 5  are they associated with? 1 5  the business but i n  my personal name. 

1 6  A It's a variety of companies. I 'm down to 1 6  Q But Strategic Planning Services, as a d/b/a 

1 7  maybe seven or eight companies right now that I do or entity, does not have a securities account? 

1 8  most o f  my business with. But First Cathol ic  
1 9  Slovak Ladies Association, American Equity, 
2 0  Annexus, All ianz, Equitrust, who else? North 
2 1  American Life, Mid land National .  It's a number of 
2 2  companies, but it's pretty much condensed to that. 
2 3  On l ife insurance, mutual trust or MTL, and 
2 4  I do North American and Midland National. I do 
2 5  others, but First Cathol ic  Slovak Ladies, I forgot 

1 8  A Yes, sir, that's true. 

1 9  Q And since you're halfway there, what bank 

2 0  accounts do you control or are you a signatory for? 

2 1  A My personal bank account, and the personal 

2 2  savings. The bank account for Western M ichigan 

2 3  Adult Learning Center. And I have one other bank 

2 4  account -- wel l ,  I have a l ittle account at M eeder, 

2 5  with their market account, Meeder F inancial, 
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1 and then Independent B ank, I have an account there. 1 
2 Q Okay. And nothing e lse other than what 2 
3 you've already described? 3 
4 A No. I 'm pretty sure there's nothing else. 4 
5 Q Okay. You obvious ly hold some insurance 5 
6 l icenses; is that correct? 6 
7 A Just one, l i fe and health. 7 
8 Q Okay. And State of Michigan, correct? 8 
9 A That's correct. 9 

1 0  Q How many other states? 1 o 

1 1  A Ohio, Indiana -- wel l, I don't think any -- 1 1  
1 2  Ohio, Il l inois, F lorida, and Massachusetts. 12  
13  Q And you ho ld  those because that's where you 13  
1 4  have c l  ients, correct? 14 
1 5  A Yeah. I have done bus iness there in the 1 5  
1 6  past. 16  
17  Q Other than what you've described with 1 7  
1 8  h istorical securities l icenses and your insurance 1 8  
1 9  l icensing, do you have any other profess ional 1 9  
2 o l i censes that you hold? 2 o 

2 1  A No. 2 1  
2 2  Q Looking back at Exh ibit  28,  on the second 2 2  
2 3  page, you identi fy i n  the response to Number 4 , two 23  
24  different e-mail accounts. M ike a t  S-P-S-1-N or 24  
2 5 SPS Investments.com and at SPS 2 5 

Page 2 6  

1 Investments. com ; is that correct? 1 
2 A That's correct. 2 
3 Q Any other e-mai ls accounts? 3 
4 A You know, I got to thinking about that. I 4 
5 was affil iated with a company where they did 5 
6 col lege planning and they set up a couple accounts. 6 
7 I have no clue. l never used them. I have no 7 
8 c lue.  8 
9 Q Okay. But you don't have a personal, you 9 

1 0  know, a Yahoo account, a Gmail account or anything 1 0  
1 1  of the sort? 1 1  
12  A No. 1 2  
1 3  Q Is it fair to say that if you're engaged in 1 3  
1 4  any e-mail traffic, it's with this Mike at SPS 1 4  
1 5  l nvestments.com e-mail account? 1 5  
1 6  A Yes. 1 6  
1 7  Q And again I 'm j ust kind of going through 1 7  
1 8  Exhibit 2 8  to help guide us a l ittle bit and move 1 8  
1 9  us along. 1 9  
2 0  You identify in response to Number 9, that 2 0  
2 1  since 1 988  you've resided at in  2 1  
2 2  ; i s  that correct? 2 2  
2 3  A That's correct. 2 3  
2 4  Q And is that your primary residence? 2 4  
2 5  A Yes.  2 5  

Q Do you have any other real estate? 
A I have real estate, but vacant l and in 

Belding, Michigan. 
Q Just one -
A 23 acres, I believe it's 23 now. 
Q Other than that acreage, any other real 

estate holdings or ownership? 
A No. 
Q And I take it you own your home here on Van 

Dam? 
A I'm buying it. 
Q Wel l ,  you and the bank own your home on Van 

Dam; is that correct? 
A Uh-huh. 
Q How much equity do you have in that home? 
A You know, it's hard tel ling because it came 

down -- last I knew it was wo1ih about 1 20, 1 23 .  I 
believe my balance is 87-something, between 87 and 
88,000 on the mo11gage. 

Q Okay. It must be nice to l ive somewhere 
where it's actually about wood and nails and bricks 
instead of just the air above the house. 

And I just want to talk about this really 
quick. In response to number 1 0, we asked you to 
produce for us responsive documents related to any 

···-¥- -· --  

Page 2 8  

criminal work proceeding or regulatory action, s o  
o n  and s o  forth. A n d  you identify i n  Exhib it 2 8  a 
cease and des ist from the year 2000; i s  that 
correct? 

A That's correct. 
Q Wou ld you explain the c ircumstances of that 

cease and desist? 
A My broker/dealer, I think it was 1 996, what 

happened to be Tower Equities out of -- I don't 
remember now, Columbus, Ohio, introduced us to 
v iaticals, said we could sel l  them . And so we sold 
v iaticals, a l l  of h is agents. 

And we got a notice after sel l ing a number 
of them, after a period of time, and you know, 
Mr. Martin, I don't remember if it was a month, 
five months, I don't remember. But in e ither case, 
he sent us a notice that we can't se l l  them in 
Michigan because it  is a nonregistered security. 
And so we stopped se l l ing them, but i t  was too 
late. And that's the -- the proceedings went from 
there. 

Q And I take i t  the State of M ich igan came in 
after the fact and i ssued a cease and desi st 
against you? 

A Well, in th is case, and all the others 
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1 that were involved in it that resided in M ichigan . 1 myself. On page 3 of the background questionnaire, 

2 Q Okay. And was there some -- some form of 2 question 1 6, it says l ist salary and bonuses and 

3 payment that you had to pay and/or penalty? 3 stock options for the last three years. 

4 A Yes, I paid them. I bel ieve it was a 4 Do you see that? 

5 $2,000 penalty and rescission, and I don't remember 5 A Yes, I do. 

6 the amount of the rescission. I 'm pretty sure you 6 Q And what I wanted to ask you there, your 

7 have the records on that. 7 salary for those three years, is that inclusive of 

8 Q And there were some number of investors 8 any commiss ions and fees and other earnings 

9 that you had to pay back? 9 relating to your insurance sales? 


1 0  A Yes. 1 0  A I only earn commiss ions and fees. I have 

1 1  Q Since that time have you had any other 1 1  n o  salary. 

1 2  instances o f  reprimand, censure, penalty, any fonn 1 2  Q Okay .  Fair enough. That answers the 

1 3  o f  interaction o r  intervention b y  any regulatory 1 3  question. And d id  those salaries a lso include any 

1 4  body at the state o r  federal level? 1 4  earnings related to  Arete, LLC, and/or any sales o r  

1 5  A Never had i t  before o r  s ince. 1 5  introductions that were made related to Arete? 

1 6  Q Okay. And the v iaticals matter that you 1 6  A In  20 1 2, they did. 

1 7  were talking about, i s  that PCO, Inc .? 1 7  Q And we' l l  talk more specifically about that 

1 8  A That's correct. 1 8  later. I just want to make sure that those figures 

1 9  Q A l l  right. Okay. I 'd l ike you t o  take a 1 9  are inclusive ofthat. 

2 0 minute, i f  you wou ld, Mr. Tom ich, and review 2 0 A Let me go back -- no -- that's okay. 

2 1  Exhibit 28 .  I understand, you know, based on the 2 1  That's okay. I 'm getting that confused in my mind. 

2 2  receipt o f  this, with the signature from 2 2  Q I'm going to have you look at Exhibit 29, 

2 3 Mr. Vicari, that c learly he put th is together and 2 3 the background questionnaire -- and again as I d id 

2 4  created this document on your behalf. 2 4  with the last -
2 5  But i 'd l ike to look 2 5  A I'm what? 


' "'""-"· •--• mw w.o .•••-·--· 
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1 Exhibit 28, and in regard to the responses, tel l  1 Q Exhibit 29 .  
2 me, as you s it here today, if those responses are 2 A Okay. 
3 accurate and complete. 3 Q I 'm going to have you look through the 
4 A I t  looks accurate to me. 4 background questionnaire .  And what I'd l ike you to 
5 Q Okay. I' l l  take it. 5 answer for me, as you sit here this morning, are 
6 A Sure. 6 your answers in Exhibit 29 accurate and complete in 
7 Q Thank you . 7 relation to the background questionnaire? So take 
8 (SEC Exhibit No. 29 was 8 your time to review this. 
9 marked for identification.) 9 A Okay. 

1 0  BY MR.  MARTIN : 1 0  Q I j ust want to make sure that these answers 

1 1  Q I'm going to hand you what's been 1 1  are accurate and complete as of this morning. 

1 2  identified as Exhibit 29 .  Exhibit 2 9  i s  a 1 2  (Whereupon, Mr. Scoggins Walked in to the 

1 3  multipage document from Bates range Tomich 1 1 47 1 3  exam ining room.)  

1 4  through 1 1  59 .  It's identified a t  the top a s  a 1 4  THE WITNESS:  Yes ,  they are. The last 

1 5  background questionnaire. 1 5  page -- last page got stuck. 

1 6  D o  you recognize Exh ibit 29? 1 6  BY MR. MARTIN : 

1 7  A I do. 1 7  Q Okay. Thank you . I ' l l  take that back. 

1 8  Q Okay. Is th is  the background questionnaire 1 8  A (The witness complies.) 

1 9  that the SEC sent you to fi I I  out? 1 9  Q Mark, what is the Cromarty Group? 

2 0  A It looks l ike it. 2 0  A I have no c lue. 

2 1  Q Okay. And is this your handwriting 2 1  Q Who's Doug Scott? 

2 2  throughout Exhibit 29? 2 2 A Doug Scott is somebody I 've known. I don't 

2 3  A I bel ieve it is .  2 3  know, seven, eight years. 

2 4  Q And I want to go through very quickly the 2 4  Q How did you meet him? 

2 5  and confirm a few 2 5 A I met h im at a in 
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1 regarding estate p lanning. 1 A Uh-huh. 
2 Q And what did you understand Mr. Scott's 2 Q And then did you understand that Summit 
3 position to be or what was he -- what was h is  job? 3 Trust would send those funds on to whatever the 
4 A He was a representative for Summit Trust 4 investment was -
5 Company. 5 A That's -- that was my understanding, that 
6 Q And by "representative," what do you mean? 6 is true. 
7 A He worked with them, and he talked about, 7 Q That's the way you understood it 
8 oh boy . It's a l ittle vague now. It's been a 8 functioned? 
9 while .  But he did a presentation on what he d id 9 A Uh-huh. 

1 0  for Summit Trusts, and about wi l l s  and trust. They 1 0  Q Was that a yes? 

1 1  had an attorney there, a fel low b y  the name of 1 1  A That's a yes. 

1 2  Oshin out in Nevada, Las Vegas. That's my 12 Q And, in fact, that was the way it 

1 3  understanding is  that that's what Doug d id .  He did 13 functioned; is that correct? 

1 4  a presentation. 14 A That's correct. 

1 5  Q What was he offering? 1 5  Q And just by way of example, what were some 

1 6  A He was just exp lain ing some of the serv ices 1 6  of the investments associated with Summit Trust 

1 7  of Summit Trust. 1 7  Company that your c l ients were in? 

1 8  Q Which were? 1 8  A Dimensional fund advisors, which is an 

1 9  A Trust accounts -- trust accounts, 1 9  institutional mutual fund, gold, I did annuities, 

2 0  self-directed lRAs o r  self-directed accounts held 2 o some other self-directed accounts. 

2 1  by the trust company. 2 1  Q Okay. And what role, if any, did Mr. Scott 

2 2  Q Okay. And did you -- after that, after 2 2  have in relation to the Summit Trust Company 

2 3  meeting Mr. Scott and being introduced to Summit 2 3  work in -- with your c l ient? 

2 4  Trust, did you engage with any business with e ither 24 A With me? 

2 5  h im or Summit Trust Company? 2 5  Q With you or your c l ient? 
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1 A Summit Trust, but not Doug. H e  and I would 1 A None. 

2 ta lk, but -- 2 Q Any association with your c l ients? 

3 Q What business did you engage with Summit 3 A None.  

4 Trust? 4 Q To your understanding, d id Mr. Scott 

5 A Set up self-directed IRA accounts. 5 receive any kind of commission or fees relating to 

6 Q For your c l ients? 6 your c l ients being put through Summit Trust? 

7 A Yes. 7 A No.  

8 Q And what was the purpose of doing that? 8 Q Going back, these seven or eight years, d id  

9 A So they could self-direct their IRA, they 9 you have any other business relationship w ith  


1 0  could buy mutual funds or gold or annuities or 1 0  Mr. Scott other than h i s  introduction of  S ummit 

1 1  whatever. 1 1  Trust Company? 

1 2  Q Okay. And mechanical ly how did those 1 2  A None. No independent rel ationship  or 

1 3  self-directed IRA accounts work through Summit 1 3  business deal ings, none. 

1 4  Trust? 1 4  Q Who was your point of contact at S mith 

1 5  A We would establ ish the account that was an 1 5  Trust Company? 

1 6  establ ishment fee, an annual fee for having that 1 6  A Usual ly it was -- well ,  the receptionist, 

1 7  account. And the individual would tell Summit 1 7  but Kevin Brown or George Brown. 

1 8  Trust what they wanted to do or what they wanted to 1 8  Q Are they rel ated? 

1 9  invest in. 1 9  A Father and son . 

2 0  Q Okay. And did Summit Trust actually hold 2 0 Q Who was who? 

2 1  the investors' accounts, the cl ients' accounts or 2 1  A George is the father, and Kevin i s  the son . 

2 2  the funds, excuse me? 2 2 Q What positions d id  they hold as you 

2 3  A You know, not if they were -- no, no. 2 3  understood it? 

2 4  Q Okay. But the cl ients would send money to 2 4  A Kevin is  the president of Summit Trust 

2 5  Summit Trust? Com 
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1 Q Okay. And -- I 1 and it was a business that was on their books. 

2 A You know, I 'm not sure. At one time -- but I 2 They pay me a referral fee.  

3 George was, I think he was the president at one I 3 Q How much? 

4 time when I first met him. Actually, I 'm not sure. I 4 A You know, it varied. One and a half 

5 George i s  the -- I'm rea l ly not sure what position I 5 percent to a half of a percent depending on the 

6 George holds there, because most of my dealings are ! 6 volume of the account. 

7 with Kevin.  ! 7 MR. M ILLER: Counsel, I' l l  note we did 

8 Q Father of the president, maybe? 8 produce an agreement that had that in it. 
l 
9 A Yeah. I 9 M R. MARTIN : I understand. I'm just trying 

1 0  Q But it sounds l ike you interacted primarily I 1 0  to get a fee l  for the relationship in general 
1 1  with Kevin B rown. I s  that a fair statement? I 1 1  terms. 
1 2  A That's true. 1 12  BY MR. MARTIN:  
13  Q Was there anything pmiicular that you 1 3  Q And it's 1 - 1 /2 percent or a half percent of  i 
14  would interact with George Brown, any particular i 14 the total investment from the cl ient; is that 

1 5  topics or types of information? l 1 5  correct? 

1 6  A I f  ! had questions about charitable gifts I 1 6  A Uh-huh, standard money management fee that 

1 7  o r  charitable gift annuities, George was general ly 1 7  they had at the time. 
I 
1 8  the go-to guy for that. I 1 8  Q Okay. And when was that paid? 

1 9  Q Okay.  I 1 9  A I think quarterly. Yeah, it's quarterly. 

2 o A Wil ls  and trusts, if I had questions about i 2 o Q So you were paid that 1 - 1 /2 to . 5 percent 

2 1  L LCs, because t ey had -- they offered those. I 2 1  quarterly, depending on the amount that your c l ient 

2 2  Q Okay. Dtd they have counsel that worked i 22  had? 

2 3  for them? I 2 3  A Excuse me. Monthly. 


2 5 
A A t  one time they did, had something 24 Q Monthly?I 

in-house, and I don't remember how many years ago 2 5 A Yes. the math here. 

Page 3 8  I Page 4 0  

1 that was. 1 Q Okay. Wel l ,  let m e  -- I guess I 'm just r

2 Q Do you rem ember the -- 2 trying to understand.  So  you had a c l ient who was 

3 A I don't remember the fel low's name either, 3 investing through Summit Trust? 

4 no .  4 A Uh-huh. 

5 Q Any other employees besides Kevin Brown, 5 Q Is that correct? 

6 G eorge Brown and you mentioned a receptionist? 6 A Yes. 

7 A Yeah -- and then there's Dan. I don't 7 Q You had many c l ients? Yes? 

8 remember Dan's last name. I think they have one or 8 A Yes. 

9 two other people, but I don't interact with those 9 Q And let's, by way of example, say you had a 


1 0  folks. 1 0  c l ient who was putt ing in $ 1  00,000? 

1 1  Q What were the i r  roles as you understood 1 1  A Okay. 

1 2  them? 1 2  Q Explain your fees  that you would earn over 

1 3  A They worked there. I never asked. Every 1 3  the course of a year. 

1 4  now and then they answered a phone. 1 4  A I t  went according to the schedule.  

1 5  Q O kay. And i n  relation to your c l ients 1 5  Q Okay. 

1 6  having se lf-d irected I RA accounts and other 1 6  A Whatever  it was i s  what I got paid. 

1 7  interaction with Summit Trust, d id you receive any 1 7  Q B ut you get paid monthly? 

1 8  commissions or fees? 1 8  A On  those fees  for the OF A account, yes. 


A Fees, referral fees .  Q And your monthly fee was 1 - 1 /2,  as much as 
2 0  Q Okay. And wou ld you describe that 2 0  1 - 1 /2 or  as l ittle  as . 5  percent based on  the i r  

2 1 structure for me? 2 1  total, total c l ient funds that were in Summit Trust 

2 2 A What do you mean structure? 2 2 or through Summit Trust? 

2 3  Q Wel l ,  what d id  you get paid and how and 2 3  A Yes, that's conect. 


why? Q O kay. I just want to make sure I 
2 5 A 1 for business to 2 5 understand.  B ecause that 1 - 1 /2 or . 5  then 
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1 i s  6 percent or 1 8  percent annual ly; i s  that - 1 A Maybe 1 1  , in there someplace. 
2 A Oh, no. That wasn't annual -- I beg your 2 Q Somewhere in there? 
3 pardon. 3 A Yeah. 
4 Q That's what I 'm try ing to understand. 4 Q Do you understand the circumstances of why 
5 A You're asking me monthly .  No. Those are 5 he left Summit Trust? 
6 annual fees payable monthly, that's standard money 6 A I have no clue, never asked. 
7 management fees is pretty much what they were. 7 Q He  never discussed it with you? 
8 Q So the 1 - 1 /2 to . 5  were annual fees, but 8 A No. 
9 they were paid out fractional ly per month? 9 Q Never communicated it in any way? 

1 0  A Right. 1 0  A Just going off on his own, and I have no 
1 1  Q I 'm trying to understand. And what was 1 1  idea what happened. 
1 2  Golden Summit's take i n  terms o f  their fees or 1 2  Q Did either Kevin Brown or George Brown ever 
1 3  their percentages that they took? 1 3  discuss Mr. Scott with you? 
1 4  A l never paid attention to i t  n o  more than I 14  A No. No. Now, discuss Mr. Scott -- would 
1 5  did with my broker/dealer. 1 5  you expand on what you mean by that? 
1 6  Q A l l  right. So that was between Summit 16  Q Just generally, did they ever talk about 
1 7  Trust and your clients then? 1 7  Mr. Scott with you? 
1 8  A No, they would show it up. I j ust -- it 1 8  A No. 
1 9  \Vas not something -- it was not something I paid a 1 9  Q And then more speci fically, did they ever 
2 0  lot of attention to because i t  was al l  part o f  that 2 0 talk about his departure from the Summit company, 
2 1  total amount. 2 1  Summit group? 
2 2  The regular schedule, and I -- this is - 22  A No. 
2 3  I 'm  pul l ing from memory at best, would be  the first 2 3  Q I asked you before if you recognize any of 
2 4  50,000, a hundred -- 1 .50 annually payable monthly. 24  the Cromarty Group, and you said no. 
2 5  And I would get a part of that and Summit 2 5  A No. No. I don't believe -- I believe you 

Page 42  Page 44 

1 their part of it. 1 asked me if I -
2 I 'm thinking Summit shared -- it was l ike 2 Q Let me re-ask the question. 
3 on an annual bas is 3 0  or 40 bas is points, but I 3 A Okay. 
4 can't take that to the bank and tel l  you that for 4 Q Do you recognize the Cromarty Group as 
5 sure, but it was pretty much standard l anguage. 5 being associated with Mr. Scott? 
6 Q And that was for Summit managing this 6 A I do. 
7 se lf-d irected - 7 Q And do you have an understanding what the 
8 A Yes, for the ir p latform. 8 Cromarty Group is? 
9 Q Okay. A l l  right. And that was taken out 9 A No. 

1 0  o f  obviously the c l ients' or investors' funds that 1 0  Q Have you had dealings with the Cromm1y 
1 1  were passing through? 1 1  Group? 
1 2  A Yes, that's correct. 1 2  A With Doug Scott, yes. He would forward 
1 3  Q Were there any circumstances where 1 3  whatever fees I got from Arete through his Cromat1y 
1 4  Trust actua l ly held your cl  ients' funds a t  Summit 14 Group. 
1 5  Trust i n  a trust account o r  otherwise and d idn't 1 5  Q In the name of the Cromarty Group? 
1 6  pass those funds through to whatever investment - 1 6  A Yes . 
1 7  A I 'm not aware of any, no. 1 7  Q So fees or commissions in the form of 
1 8  Q Okay. To your understand ing, d id Mr. Scott 1 8  checks would come from the Cromarty Group? 
1 9  leave Summit Trust Company at some point? 1 9  A He  would wire them to me. 
2 0  A Yes. 2 0  Q He would wire them? 
2 1  Q When was that? 2 1  A Yes. 
2 2  A Boy,  I 'd have to stm1 going backwards here 2 2  Q And those were in  the name of the Cromat1y 
2 3 maybe, maybe a year before this stuff started with 2 3 Group? 
2 4  the Arete business. 2 4  A Uh-huh. 
2 5  Q S o  20 1 0, a l ittle before that? 2 5  Q I s  that a 
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1 A Yes. 
2 Q And any other communications on behalf of 
3 or from the Cromarty Group? 
4 A Every now and then we wou ld get e-mai ls or 
5 whatever, and we would talk -- or he would send me 
6 something, a new form or whatever, but that was 
7 pretty much it -- yeah, it just -- general stuff. 
8 Q How d id you first understand that the 
9 Cromarty Group was Doug Scott or that they were 

Page 4 7  

1 understanding your testimony correctly, you haven't 
2 spoken to Mr. Scott since that time? 
3 A That's correct. 
4 Q Have you communicated in any other form, by 
5 mail or e-mail? 
6 A Yeah, I think I sent him -- I sent him 
7 something, some e-mail ,  I don't remember what it 
8 was related to, and I don't know why I sent it to 
9 him. 

1 2  

assoc iated with each other? 1 0  I remember sending it because he was on the 
A Doug told me, yeah. 1 1  l ist. It's l ike he gets stuff and forwarded it to 
Q Did he give you any other explanation about 1 2  a bunch of people, whatever, but that was it. I 

1 3  the Cromarty Group? 1 3  don't remember ever doing that again. I was going 
1 4  A None. 14 to take his name off my e-mail l i st, but it's there 
1 5  Q What did he tel l  you? 1 5  because who knows, I may need it sometime. 
1 6  A Nothing. That Cromarty Group was a d/b/a 1 6  Q So other than the discussion you had with 
1 7  of his .  1 7  Mr. Scott in or about February of 20 1 3  that you 

Q D id he actua l ly say that d/b/a? 1 8  told Mr. Loecker and I about on our phone 
A I don't think he ever did, but he intimated 1 9  interview, you haven't had any communications with 

that was -- no, he never said i t  was a d/b/a. 2 o Mr. Scott about Arete or matters associated with 

2 2  though? 
Q Sounds l ike that's what you understood 2 1  A rete? 

i 22  A That's correct. 
23  
2 4  
2 5  

A 
Q 

Yes, that was my  understanding. 
Okay .  A l l  right. Did you ever get any 

of any form from Doug Scot1 personal ly? 

I 
I 
I 

2 3  
24  
2 5  

Page 4 6  

1 A None that I 'm aware of. 1 
2 Q And then associated with Arete, did you 2 
3 ever get any payments from any other entity or from 3 
4 any other individual other than the Cromarty Group? 4 
5 A In association with Arete? 5 
6 Q In association with Arete? 6 
7 A No, j ust through Doug Scott and Cromarty. 7 
8 Q Okay . What does Scott do now, to your 8 
9 understanding? 9 

Q Okay. When did you first learn about 
A rete? 

A Arete? 

Page 4 8  

Q Yes. 
A Um, I believe it was January of ' l 2. I 

bel ieve that's when Doug first called me. M ight 
have been February, but it was right around there 
someplace. It wasn't Arete. It was Gary Snisky. 
I had no clue what Arete was. 

Q Okay. And that's interesting. So before 
you learned about Arete, you learned about somebody 
named Gary Snisky, correct? 

1 0  A That's correct. 
1 1  Q When was the l ast time you talked to him? 1 1  Q So when did you first learn about Gary 
1 2  A I think when I told him that Mr .  Snisky was 1 2  Snisky? 
13  lying, and at that point I d idn't want to  have 1 3  A Wel l ,  you know. I have to start backing up 
1 4  anything t o  d o  with either one o f  them. 14  on this, because Doug had to refresh  my memory 

Q That was several months? initially. It had to be around summer or July, 
1 6  A That was probably -- you know, the time 1 6  August of 20 1 1 .  I remember him talking about this 

really is  lost, maybe February. I real ly don't 1 7  guy that sold bonds that had called him. 
remember. I know I talked about i t  with the fellow 1 8  Q And this is -- Doug Scott is tel l ing you 

1 9  from the I R S  wh i le  you were o n  the l ine there. 
2 0  Q Mr. Loecker? 
2 1  A Yeah. And s o  I have -- I mean, that was 
2 2  it. I j ust di dn't want -- I d idn't want to have 
2 3  anything to d o  with him. 
2 4  Q And we' ll talk  about that conversation i n  a 

1 9  this? 

2 0  A Doug Scott is  talking about Gary Snisky, 

2 1  and I had no clue who Gary Snisky was. He said 

2 2  bond salesman or bonds -- institutional bond guy. 

2 3  I had no clue what the heck he was talking about, 

24  and he said the guy's an old salesman. 


l ittle bit more detai l later. B ut if l 'm 2 5 I remember him saying this. The guys an 
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1 old salesman. He talks too much. H e  doesn't know I 1 A A lways. 
2 when to shut up. That's a l oose quote. And I do 2 Q L ike, I am Gary Snisky, institutional bond 
I3 remember that. Apparently, somehow Snisky got a I 3 trader?
4 hold of Doug when he was working at Summit. So I 4 A I t  was pretty much. He let you know he  was 
5 from there, Doug put together -- and I don't know I 5 an institutional bond trader. 
6 i f  there was just Snisky and Doug Scott and me on I 6 Q Okay. A l l  right. And i t  sounds l ike Doug 
7 the phone or i f  there was somebody e lse, I don't I 7 Scott k ind of previewed that for you a l ittle b it? 
8 remember that, but around Ju ly or August of ' l  l .  I 8 A U h-huh. 
i9 And we did a conference ca l l .  And there i 9 Q He k ind of told you a l ittle bit about 1 0  was noth ing I was interested in, because again, I 1 0  Snisky? 1 1  Doug had talked about th is guy. And he said that I 1 1 A Y eah, he d id .  H e  d idn't tel l  me about 12 h e  i s  n o  salesman. H e  d i d  talk too much, and he I 1 2 Snisky, but h e  told m e  about what he d id .  But he 1 3 was talking way over m y  head. i 1 3 kept on saying the man, as i t  tums out, obv ious ly1 4 1 4Q I n  that conference cal l  -- and let's back i i s  not accurate. But he's n o  salesman. He said he 
u p  for just a second. You have a conference cal l  1 5 talks too much and h e  doesn't know when to keep 1 6 Ij 1 6i n  Ju ly or August, roughly Ju ly or August of 20 1 1 qu ite. 1 7 with Mr. Snisky and Mr. Scott; is that correct? 1 7 Q Okay .  Did you have a sense in that Ju ly or 11 8  A That's correct. 1 1 8  August conference cal l  of what the investment 1 9 Q Anybody else on the cal l? I 1 9  product was that Mr. Snisky was offering -2 0 A I wasn't aware of it. There could have 1 2 0 A I 'm sorry . Go ahead . 2 1  been, I wasn't aware of it. I 2 1  Q No.  I just -- I 'm trying to get at -- I 'm 22 Q But to your knowledge it was just the three I 2 2 trying to get at what he was trying to offer if you 2 3  of you? 2 3 had any sense of that? 24 A Yeah. 2 4 A Other than what -- h i s  product -- whatever 2 5 Q And how was it introduced? What was the ! 2 5 h is product was, and i t  was just noth ing. N othing 

' ·- , ·-----' 
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I1 purpose of the cal l? 1 happened after that. I mean, that was the extent I2 A H e  says I want you to meet this guy and see I 2 of it. 
3 what he has, talk about what he has. ! 3 Q Okay. But that was your introduction to 
4 Q And this guy being Snisky? 4 Mr. Snisky? 
5 A Snisky . R ight. 1 5 A That's true. 
6 Q What d id Snisky te l l  you at that t ime? i 6 Q At that time, did you leam of the name 
7 What did he have for you? i 7 Arete or was Arete mentioned in that call? 
8 A You know, if my l i fe depended on it. If i 8 A No. 
9 you were my priest in a confessional, I cou ldn't I 9 Q Okay. At least not to your recol lection? 
1 0  te l l  you,  I don't remember. I don't remember the i 1 o A No. No. There was nothing about anything 
1 1  conversation. What I remember is I wasn't I 1 1 there other than -1 2 interested, and that's the extent o f  it .  I 12 Q Okay. When did you next speak to either 
1 3 Q Why weren't you interested? I 13 Mr .  Scott o r  Mr. Snisky about opp011unities with 
1 4 A I don't remember other than i t  j ust -- I I 14 Mr. Snisky? 
1 5  wasn't interested.  I 15 A You know, again, I believe i t  was January 
1 6 Q Was there someth ing about i t  that was i 16 of ' 1 2  -- was it ' 1 2  or '  1 1  , ' 1 2. I t  could have 
1 7 q uestionable o r  maybe d idn't make sense to you i n  I 17 been early February, but it was in there someplace. 
1 8  some way? I 'm  trying to get at !
I 1 8 And Doug call ed, and he says, hey, I 've had 
1 9  A I had no reason to doubt that th is guy was ! 19 some people -- okay. Doug Scott told m e  that 
2 0 who he was. H e  was an i nstitutional bonds trader, I 2 0 Snisky couldn't do what he wanted to do with the 
2 1  and that's what I knew, but it was something I 2 1  bonds, because there was no way for somebody to be 
2 2 outside of anything I wanted to do or that I was I 22 responsible .  This is loose. This is not verbatim. 
2 3 interested in .  I! 2 3 There was no way for somebody to -- for an 
2 4 Q And you mentioned this institutional bond ! 2 4 i ntermediary to have the funds to -- I 'm sorry -2 5  trader. I s  that how Mr. described h imself? 2 5 to transfer to Snisky. And Scott said wel l ,  
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1 he was aware of the trust company and how trust 
2 companies work. And he approached Summit Trust 
3 was able to put this thing together. 
4 And so Snisky, according to Doug Scott, was 
5 excited about it because it could make the whole 
6 thing work. There was a paper trail .  Somebody 
7 could hold the ownership, if i remember. And again 
8 don't hold me to that word, but that's what I 
9 remember. 

1 0  Q Let me interrupt you for just a second. 
1 1  What did you understand that Doug Scott put 
12 together with Summit Trust? 
1 3  A Summit Trust would be the receiver of the 
14 funds that transferred to Snisky and that's what I 
15  understood at that time. 
16  Q So  investors would pay their funds to 
1 7  Summit Trust, and then Summit Trust would forward 
1 8  those funds to Mr. Snisky and his investment? 
1 9  A That was -- yeah -- that was pretty much 
2 o the gist of what Doug told me at that point. 
2 1  Q Okay. And what other detai ls, if any, did 
22 Mr .  Scott give to you? 
2 3 A Fie said he was excited about it. It's a 
24 It was new. 
2 5 have an understanding of 
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1 investors couldn't directly pay their funds to 
2 Mr. Snisky for the investment? 
3 A You know, I 'm sure Doug said that, but I 
4 don't remember. 
5 Q And these are communications in earlier 
6 20 1 2  ; is that correct? 
7 A That's correct. 
8 Q On the phone? 
9 A Y . 

1 0  Q And you're in Michigan? 
1 1  A Uh-huh. 
1 2  Q Is that yes? 
1 3  A Yes, that's a yes. 
14 Q And where's Doug Scott? 
1 5  A He's i n  Phi ladelphia. 
1 6  Q Philadelphia area? 
1 7  A Yeah, Phi ladelphia area. 
1 8  Q Okay. Does he call you kind of excited 
1 9  about this? 
2 0  A H e  -- I don't know other than he was -- he 
2 1  had this arrangement, and it could work. And the 
22  big thing that I remember was -- and it goes back 
2 3  to 1 guess, Snisky ,  intimating or tel l ing me 
24  somehow, because the trust company was here, it was 
2 5  now -- h e  could make a legal entity out o f  what h e  
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was doing and received the funds .  
What -- was Doug excited? Gosh,  I can 't 

tel l  you.  I f  it's j ust conversation saying, you 
know, no d ifferent than anybody e lse  talk ing to me 
about a fixed annuity w ith rea l ly neat features in  
i t ,  probab ly .  

Q But i t  sounds l ike  you're gett ing an update 
as though some k ind of hurd l e  i s  be ing removed, 
r ight? 

A That' s  -
Q Some impedi ment i s  being removed? 
A That's exactly correct. 
Q And k ind  of opening the door now for 

investors and Mr. Sn isky's i nvestment? 
A That's correct. 
Q I s  that a fair  way to put it? 
A That's very fair. 
Q And at that t ime d id  they use the word 

"A rete"? 
A No.  That's a no .  
Q G ary Sn isky's i nvestment? 
A Or whatever it was, yeah. 
Q Okay. But it was very m uch about the 

ind iv idual Sn i sky, not the name of the i nvestment? 
A Yeah . The G innie-Mae bond . 

Page 56  

Q Okay. So you knew enough then that i t  was 
about Gi tmie-Mae bond investment? 

A That's what he had said, yeah. 
Q At that time, d id you have an understanding 

of any of the other l ittle detail s  of the 
investment beside the fact that there would be a 
purchase of G innie-Mae bond? 

A Nothing. 
Q Any notions of returns or safety or, you 

know, time period of investment, lockup, any of 
those notions? 

A Other than it being, you know, government 
of Ginnie-Mae bond and backed by the ful l  faith and 
credit of the U . S. Government. 

Q Okay. Did you have any understanding from 
Mr. Scott that he was reaching out to other people 
l ike yourself? 

A Excuse me. Yes. He had -- when he i nvited 
me to -- well ,  to Longmont, he had said that he had 
brought some other people, you know, and to meet 
Gary . 

I don't remember what he said about them. 
I had the impression that he had had other 
meetings, and he had been to Longmont a n umber of 
times. 
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1 Q Okay. 1 A That's correct. 

2 MR. M ILLER: Counsel, I imagine you're 2 Q So let's put 30  to the side for just a 

3 about to get into a new topic area. Can we take a 3 second and we'l l  get to that in j ust a minute. I 'd 

4 qu ick bathroom break now? 4 l ike you to look at Exhibit 3 1 ,  which is a series 

5 MR.  MARTIN : Yes, that's fine. Let's go 5 of notes here. 

6 off the record at 9 :40. 6 Do you recognize Exhibit 3 1 ?  

7 (Recess from 9:40 to 9:47 a .m.)  7 A Yes, I do. 

8 BY MR.  MARTIN : 8 Q And are those your handwritten notes in 

9 Q Let's go on the record at 9 :47 a .m.  Whi le 9 Exhibit 3 1 ?  


1 0  we were off the record there were no substantive 1 0  A Yes. 

1 1  conversations between the staff and the witness or 1 1  Q And when were those notes taken? 

1 2  his  counse l ;  i s  that correct? 1 2  A I don't know if  they have a date on here or 

1 3  A I d idn't understand that. 13  not. It looks l ike it would have been part of the 

1 4  Q Whi le we were off the record, there were no 14  same meeting in Longmont. Well, No. No. What do 

1 5  substantive conversations between the  staff and the 1 5  I have -- no, I don't know what that means -- 1 2  . 

1 6  witness or h i s  counse l ;  i s  that correct? 1 6  Q 
 You do have a date or what appears to be a 

1 7  A Oh, that's correct. date on -- you see the Bates number there that says 

1 8  Q Okay. That's great. 1 8  32 1 ,  the bottom right-hand corner of the document? 
1 9  (SEC Exh ibit No.  3 0  was 1 9  A Oh, yes. Okay. 
2 0  marked for identification .)  2 o Q So if you look on the left-hand side of 
2 1  (SEC Exhibit No.  3 1  was 2 1  those handwritten notes, there looks to be December 
2 2  marked for identification .) 2 2  something 20 1 2. 
2 3  (SEC Exhibit No.  3 2  was 2 3  A I know. And that's confusing to me. Let's 
2 4  marked for identification .)  24 see -- okay. Oh, okay. Okay. Okay. I guess it 
2 5  BY MR.  MARTIN : 2 5  could have been the 1 2th, because 

Page 5 8  Page 6 0  

1 Q I 'm going to hand you three separated 1 okay. Yes -- okay. 

2 documents, Exhibits 30, 3 1  and 32 .  Exhibit 30 is a 2 Q Let's take this one step at a time. Let's 

3 one-page document. It's Bates numbered Tom ich 3 1  3 look at Exhibit 3 1 .  I f  you look at the first page, 

4 Exhibit 3 1  is a three -- actually, it's a multipage 4 please, which is Bates 3 1 6. 

5 docum ent from Bates range 3 1  6 through 3 -- I 'm 5 A (The witness compl ies.) Okay. 

6 sorry. It 's 3 1 6, 3 1  9, 32 1 ,  323 and 326. But I 6 Q Do you recognize those notes as your 

7 will represent to you these were produced in 7 handwritten notes? 

8 sequence to us. 8 A Yes. 

9 And then Exhibit 32 is Bates Number 3 I 8 ,  9 Q And when did you take those notes? 


1 0  322, and 324. So let's look at Exhibit 3 0  first. 1 0 A Apparently, at this meeting or well -
1 1  A (The witness complies.) 1 1  because o f  the Mozi l l a, and I can remember that 
12  Q Let me see. I rather -- I -- yeah -- let's 1 2  coming u p  because that was a question I had for 
1 3  look at Exhibit 30.  It's a single page, Exhibit 
14  30, Bates 3 1 5  . 

Rick. I don't remember the guy's name, Garete, 

Garout, whatever his -

1 5  Do you recognize Exhibit 30? 

1 6  A Yes. I do. 

1 7  Q And what are those? 

1 8  A Those are notes from a conversation -- not 

1 9  a conversation, from a meeting that we -- that I 

2 0 attended. It looks l ike meeting -- in Longmont, 

2 1  right. 

2 2  Q Okay. And this is your handwriting? 

2 3  A It is. 

24  Q So Exhibit 30 relates to a meeting that you 

2 5 actually had in Longmont, Colorado? 


1 5  Q Greeott? 

1 6  A Greeott. 

1 7  Q Okay. 

1 8  A Okay. H e  was a tech, and I had a question 

1 9  about Mozi l la. I ' m  assuming -- because of that, it 
2 o was -- when I attended the -- when I stopped in to 
2 1  visit Snisky and Rick to get some more infonnation 
2 2 about Arete on the way to an insurance meeting in 
2 3  Arizona. 
24  Q And this was l ater in 20 1 2? 
2 5 A This  would have been sometime in December, 

1 5  { Page s 5 7  t o  6 0 )  
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1 yeah. 1 one-page document. 

2 Q And so is it your testimony today that the 2 (Whereupon, Mr .  Scoggins is present in  the 

3 notes that are part of Exhib it 3 1  were a l l  taken 3 examining room.)  

4 d uring that period of time? 4 B Y  MR.  MARTIN : 

5 A Yes, I would be lieve that to be true. 5 Q And the B ates number is Tomich 3 1  6 .  

6 Q Are any portion of these notes taken during 6 Do you recognize Exhibit 3 3 ?  

7 a d ifferent period of t ime? 7 A Yes, I do.  

8 A Let's see. No .  I t  looks to be consistent 8 Q I s  that your h andwriting? 

9 with that meeting. 9 A Yes, it is. 


1 0  Q Okay. And -- let's do this .  B ecause 1 0  Q And i n  what context d id  you take these 

1 1  these -- hand me back 3 0  -- 3 0, 3 1 ,  and 32 ,  if you 1 1  notes? 

1 2  don't mind. 1 2  A I bel ieve this  i s  a meeting i n  Longmont, 

1 3  A Sure. 1 3  Colorado -- excuse me  -- with Gary Snisky in 

1 4  Q These -- I 'm afraid during the -- in m y  : 1 4  December 20 1 2  . 

1 5  review o f  the production, that these Bates numbers ! 1 5  Q Okay. And you attended th is meeting with 

1 6  were j umbled a l ittle bit in the production that I 1 6  who? Who a l l  was there? 

1 7  looked at. S o  what I 'm going to d o  i s  I 'm going to 

.I 1 7  A It was Rick -
1 8  go off the record and I 'm going to reconstitute the l! 1 8  Q Greeott? 

1 9  notes in a correct Bates number order in a way that I 1 9  A Greeott -- I have trouble with that name. 

2 o makes more sense. Because as I look at 3 0, 3 1 ,  32 ,  i 2 o I t  drives me  nuts -- and Gary and me.  

2 1  they're jumbled in a way that puts them out of I 2 1  Q Okay. And what was the purpose of the 

2 2  sequence. S o  I'm going to take a few m inutes and I 2 2  meeting? 

2 3  I 'm going to reorganize them and we're going to I 2 3  A I wanted some c larification on things that 

2 4 look at them in a way that I think they were 2 4 he  h ad put in h i s  briefcase and some other 
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1 my computer told us they were produced to us. 1 briefcase d idn't make any sense to me.  I t  

2 Okay? 2 wasn't -- it was something that I couldn't 

3 So let's go off the record at 9 :55 .  Give 3 understand or exp lain .  

4 me a few minutes and we'l l  come back and we' l l  4 Q And are you in person at this meeting in 

5 our way back through them. 5 Longmont? 

6 (Recess from 9 :55  to 1 0 :06 a.m.) 6 A I am. 

7 (Mr. Scoggins not present in examining room .) 7 Q Let me also -
8 BY MR. MARTIN : 8 (SEC Exh ibit No .  34 was 

9 Q Let's go on the record at 1 0 :06 a.m. While 9 marked for identi fication . )  


1 0  we were off the record, there were no substantive 1 0  BY MR.  MARTIN : 

1 1  conversations between the statT and the witness or 1 1  Q Let me also hand you what's been identified 

12 counsel ;  is that correct? 1 2  as Exhibit 34 .  Exhibit 34 is a two-page document, 


A That's correct. 1 3  Bates numbers Tom ich 3 2 1  through 322 .  
14 Q And I wi l l ,  for clarity of the record, we 
 1 4  Do you recognize Exhibit 3 4? 

had some pagination issues with some of the 1 5  A I do. 
exhibits that we put in front o f  Mr. Tomich. And 
 1 6  Q And are those also your handwritten notes? 
those now appear to be so1ied out. 1 7 A Yes. 

I 'm going to reintroduce some documents to 1 8  Q And when did you take those handwritten 
Mr. Tomich, and we'l l  talk about those documents. 1 9  notes that are Exhibit 34? 

2 0  Al l  right. 2 0 A I be lieve it was at that same meeting in  
2 1  (SEC Exhibit No. 33 was 2 1  Longmont in December of 20 1 2. 

marked for identification.) 
 2 2  Q Okay. Ho ld those for a second i f  you 
B Y  MR. MARTIN : 2 3  would.  

24  Q Mr. Tomich, I 'm going to hand you what's 2 4  (SEC Exhibit No.  35 was 
2 5 been identified as Exhibit 33 .  Exhibit 33 is a 2 5  m arked for 

1 6  ( Page s 6 1  to 6 4  ) 
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1 BY MR.  M ARTIN : 1 
2 Q M r. Tom ich, I 'm also going to hand you 2 
3 what's been identified as Exhibit 3 5 .  Exhibit 3 5  3 
4 is a two-page document, Bates numbers Tom ich 323 4 
5 through 3 24 .  5 
6 Do you recognize Exhibit 3 5?  6 
7 A Yes. 7 
8 Q And what are Exh ibit 3 5 ,  what is that? 8 
9 A I bel ieve it's the same notes from the same 9 

1 0  meeting in Longmont in December 20  1 2 . 1 0  
1 1  Q Okay. And these are your handwritten 1 1  
1 2  notes? 1 2  
1 3  A Yes. 1 3  
1 4  Q Okay. 1 4  
1 5  (SEC Exhibit N o. 36  was 1 5  
1 6  marked for identification.) 1 6  
1 7  
 BY M R. MARTIN : A I don't bel ieve -- I look at the annotation 
1 8  Q Let m e  also hand you what's been identified 1 8  
1 9  as Exhibit 36, which i s  a three-page document from 1 9  
2 0  Tomich 3 1 7  through Tomich 3 1 9 . 2 o 

2 1  Do you recognize Exhibit 36? 2 1  
2 2  A Yes, I do. 2 2  
2 3  Q And what is Exhibit 36? 2 3 
2 4  A I bel ieve it's the same, the notes from 24 
2 5  that in December of ' l 2. 2 5  

Page 6 6  

1 Q Okay. And these are y our handwri tten 1 
2 notes; is that correct? 2 
3 A Yep. 3 
4 Q And then one more document. 4 
5 (SEC Exhibit No .  3 7  was 5 
6 marked for identification.)  6 
7 BY M R .  M ARTIN : 7 

8 Q I 'm also going to hand you what's been 8 
9 identified as Exh ibit 3 7. And Exhibit 3 7 i s  a 9 

1 0  one-page document. I t  says Tomich 3 1 5 , and you'l l  1 0  
1 1  note across the top, i t  says, notes from phone cal l  1 1  
1 2  with what looks l ike Doug and Gary Sni sky. 1 2  
1 3  D o  you recognize Exhibit 3 7? 1 3  

A Would you p lease say that again? 
Q Exhibit 33 ,  34, 35 ,  and 36, as you've 

testified, are notes from a meeting with Mr. Snisky 
in Longmont, Colorado, in or about December 20 1 2? 

A That's correct. 
Q Exhibit 3 7  are your handwritten notes 

related to a phone call that you had with 
Mr. Snisky and Mr. Scott; is that correct? 

A That's correct. 
Q Al l  right. So let's look at Exhibit 37  

first. And we'l l  set the others to the side. 
These notes in Exhibit 37,  are these the notes from 
the phone call that you described earlier in the 
middle of 20 1  1 ,  July or August of 20 1 1 ,  when you 
had Mr. Scott and Mr. Snisky on the phone on a 
conference cal l?  

here about March 1 2th or 1 3th in Denver, Longmont, 
Colorado. 

Q So it suggested to you that it was in fact 
after that? 

A No. It's before that is what I would 
surmise from here because otherwise why would I put 
that date down there. 

I that's what I'm to at 
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is, when d i d  this call with you  and Doug Scott and 
Gary Snisky occur that generated these notes? 

A This is  an assumption because I -- this 
would be -- I would think when Doug call ed to 
invite me to the meeting, I don't recol lect this. 

Q Okay. 
A So I 'm just going to have to reconstruct. 

I 'm surmising from this that it was a cal l .  And 
you know, it 's going across the top, because I know 
these are two separate pieces of paper. 

And my assumption must -- is that these 
were notes prior to me going there to meet him. 

Q Prior to the March meeting in Longmont? 
1 4  
 A I do.  A To the March meeting, yes. 
1 5  Q And what is Exhibit 37?  
1 6  A It looks l ike it's notes from the phone 
1 7  call  with Doug Scott and Gary Snisky. 
1 8  Q Okay. And those are your handwritten 
1 9  notes? 
2 0  A Yes. 
2 1  Q A l l  right. S o  let's -- based on your 
2 2  recollection, Exhibit 3 3  through 3 6  are what you 
2 3  bel ieve to be notes a l l  from a meeting w ith 
2 4  M r. Snisky i n  Longmont, Colorado, i n  December 
2 5 20 1 2; is that correct? 

1 5  Q And prior to that meeting, were you on the 
1 6  phone with Mr. Scott and M r. Snisky in some sort of 
1 7  conference call or some cal l ?  
1 8  A Other than the one in August o r  year before 
1 9  in 20 1 1  ? 
2 0  Q Yes. 
2 1  A Not that I 'm aware of. 
2 2  
2 3  

1 7  ( Page s 6 5  t o  6 8 )  
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1 cal l  w ith Mr. Scott or Mr. Snisky and maybe what 1 
2 was conveyed to you during that cal l ,  and take your 2 
3 time, please. 3 
4 M R. MILLER:  Can we go off the record for 4 
5 just a moment. 5 
6 MR .  MARTIN: Let's go a l l  off the record at 6 
7 1 0  : 1 5  a.m . 7 
8 ( Recess taken from 1 0 : 1 5  to 1 0 : 1  6 a .m.) 8 
9 BY MR.  MARTIN : 9 

1 0  Q Let's go on the record at I 0 :  1 6 . Whi le  we 1 0  
1 1  were off the record, counsel reminded both the 1 1  
1 2  staff and the witness that there was a call prior 1 2  
1 3  to going out to Longmont, Colorado, in March of 1 3  
1 4  20 1 2 . 1 4  
1 5  And Mr.  Tom ich had an opportunity to sort 1 5  
1 6  of refresh h is recol lection by reviewing 1 6  
1 7  Exhibit 37. And he's going to tel l  us about the 1 7  
1 8  context of Exhibit 3 7 and when that ca l l  occurred. 1 8  
1 9  A I believe this ca l l  and these notes are in 1 9  
2 0  reference to the inv itation that Doug extended to 2 0  
2 1  me to come to Longmont to meet Gary. 2 1  
2 2  Q Okay. 2 2  
2 3  A Gary Snisky. 2 3  
2 4  Q Al l  right. It looks l ike during this ca l l  2 4  
2 5  there were several e lements of investment 2 5  

Page 7 0  

1 that were presented to you; is that correct? 1 
2 A It looks that way. 2 
3 Q Al l  right. Can you go through your notes 3 
4 here and explain to me what was told to you on this 4 
5 cal l  and by whom? 5 
6 A At the top where I have Doug Scott on the 6 
7 left -- on the left s ide of the notes here, I 'm 7 
8 surmis ing that this  was given to me  by Doug. 8 
9 Q Okay. And so can you help me with -- can 9 

1 0  you read through your notes there and te l l  me what 1 0  
1 1  you were told on th is  particu lar ca l l?  1 1  
1 2  A Okay. The way I interpret them, and this 1 2  

Page 7 1  

means. I don't understand. I don't know. The 
5- 1 /2 percent at 25 bp trailer. At 25 basis points 
trai ler after two years . 

That indicates to me that there was some 
type of trail ing fee that they were going to pay 
after -- what does it say -- after two years. So 
five-year redo on the bonds . They rewrite the 
bond, I guess. 

Q Okay. 
A Then on the right where it says Gary at the 

top, institutional bond investor, that's him. 
Enjoyed protection and a ful l  faith and credit of 
the U .S .  Government. Gary is a market m aker for 
G innie-M ae bonds, and Summit Trust Company is a 
custodi an aggregating funds. And that pretty much 
summarizes it. 

Q And did this call occur prior to any of 
your c l ients investing in Arete? 

A I t  wou ld  have to. 
Q And are these the representations that you 

j ust read through that you received from Mr. Scott 
and Mr. Snisky on that cal l ,  are they consistent 
with what was then told your c l ients or your 
investors later? 

A Wel l ,  after the meeting in Longmont, he 
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would have elaborated on it, and it would be 
consistent, yes. 

Q But by themselves, are these fairly 
consistent with what you told your clients? 

A Yes. 
Q Okay. Is there anything on here that's not 

consistent with what you later told your cl ients? 
A No. I don't see anything that it would be 

inconsistent. 
Q Okay. And again this was a call prior to 

you going out to Longmont, personally to -
A Yes. I forget about the shaking of the 

1 3  
 i s  my interpretation of notes, i s  that i t  was a 
 head. 

1 4  50,000 investment of 6 percent. They would net 
1 5  5- 1 /2 percent. 
1 6  It's a five-year agency bond. 
1 7  N onaccredited investors l imited to -- it looks l ike 
1 8  20 percent. Credited investors -- oh, okay. I 'm 
1 9  sony .  Nonaccredited -- I see this -
2 0  nonaccredited investors l im ited 20 percent of 
2 1  l iquid assets, and credited investors. Obviously, 
2 2  talking about accredited investors. 
2 3  It's a private placement, invitation only. 
2 4  G innie-Mae, receipts are taxable. Five percent 
2 5  reach to 2- 1 /2 mi l l ion. I don't know what that 

1 4  Q Why did you need to go to Longmont if 
1 5  you're getting this information over the phone? 
1 6  A Doug wanted me to meet Gary, wanted to meet 
1 7  his fami ly, me and whomever else he was inviting. 
1 8  And Gary wanted to meet us and be able to explain, 
1 9  show us his faci l ity and his -- what, his -- what I 
2 0  would understand now to be his Bloomberg 
2 1  subscription and how that works and to meet and 
22  understand him and what was going on. 
2 3  Q Okay. And was it typical for you to want 
2 4  to visit somebody personally before you put your 
2 5  clients into an investment? Was this a typical 

1 8  ( Page s 6 9  t o  7 2  ) 
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1 thing for you to d o  to make thi s  kind o f  visit? 1 out -- I don't remember her name now, Greeott's 
2 A No, because of being in  an insurance 2 wife. 
3 business, no, usually it's pretty much over the 3 Q Is that Miche l le  Greeott? 
4 phone or on the web. 4 A Yes. And then there was G ary's wife .  
5 Q Because you're dealing with more 5 Q All  right. And at d inner, did you tal k  
6 institutional c l  ients or bigger cl ients? 6 about Arete o r  the investment? 
7 A The insurance business, you mean? 7 A A l ittle bit, but not much. It was pretty 
8 Q Yes. 8 much general conversation about backgrounds and 
9 A No. I deal with individuals .  9 individual fami l  ies and that kind of stuff, j ust 

1 0  Q Okay. I guess what I'm getting at is why 1 0  chitchat. 

1 1  make the visit, trip? 1 1  Q Anything substantive about the investment? 

1 2  MR. M ILLER: To Longmont? 1 2  A No. 

13  MR. MARTIN:  Yes. Why make the trip? 1 3  Q Not real ly? 

14  T H E  WITNESS :  Because they wanted to 14  A No. None. I 'm sorry. Nothing 

1 5  establish -- this was my  understanding. He wanted 1 5  substantive. 

16  me to meet Gary to see the legitimacy o f  what he -- 1 6  Q Okay. All right. Then what happened after 

17  Doug Scott -- the legitimacy of the organization 1 7  the dinner? 

1 8  and to validate that what h e  was talking about was 1 8  A Went back to the room, went to sleep, got 

1 9  true. 1 9  up in the morning and met Doug Scott, Miezner, 1 

2 0  B Y  MR. MARTIN :  2 0  think it was Steve Tob, Tobbs, Tubs -- and me and 

2 1  Q Have you been provided any documentation 2 1  Steve drove us -- I bel ieve it was Steve drove us 

2 2  this point? 2 2  to Gary's office, G ary Snisky's office. 

2 3  A None. 2 3  Q Okay. And when you got to the office, what 

24  Q Prior to your visit to Longmont? 2 4  happened then? 

25  A I don't remember any. A He had somebody there to make us breakfast. 

Page 74  

1 Q No private placement memorandum? No other 1 
2 forms or documents? 2 
3 A No, none that I remember. 3 
4 Q Okay. Did you pay your own way there? 4 
5 A Yes, I did. 5 
6 Q When you \Vent to Longmont in March of 20 1 6 
7 who else attended? 7 
8 A I think there was Doug Scott, Rick Greeott, 8 
9 Steve Tubbs or Tabs, I just seen his name there 9 

1 0  again. A fel low from Texas, his name was Miezner, 1 0  
1 1  and me. 1 1  
1 2  There was supposed to be somebody else, 1 2  
13  don't know who that was, but they didn't attend for 1 3  
14 whatever reason. I know Doug was waiting for him 14 
15 at the airport, and he didn't show up. 1 5  
1 6  Q Okay. When -- did you get there i n  the 1 6  
1 7  evening, i n  the middle o f  the day? I'm trying to 1 7  
18  walk through your visit. 1 8  
19  A No. I understand. Probably about 3 or 4 1 9  
2 o o'clock in the afternoon, because I know I checked 2 o 

2 1  into the hotel and, you know, refreshed and then we 2 1  
22  went out t o  dinner. 2 2  
2 3  Q And did you go out to dinner with the same 2 3  
2 4 folks that you just identified? 2 4 
2 5 A Yes, and then there was -- as it turns 2 5 

Page 7 6  

H e  had a kitchen faci l i ty ,  and somebody made us 
breakfast. We did the tour of the office, the 
rooms. Rick Greeott was in his room, and it was 
pretty much it, the conference room, and then we 
went -- we had a meeting. 

Q All right. Before we get to the meeting in  
the conference room, what d id  you  understand Rick 
Greeott's role  to be? 

A He was the -- he was the guy that des igned 
the algorithm that would make this program work. 

Q What program? 
A Gary Snisky's program -- Gary Snisky's 

program. 
Q Well,  related to the -
A The Arete -- the G innie-Mae bond, and how 

he would -- going to the government window is what 
he talked about, you know, the fed went on picking 
up those four basis points in  a night trade. 

H e  had something to do with that. It was 
pretty vague about what he did other than he was 
the computer geek, and he designed the algorithm 
that Snisky's business used. 

Q So one component of this investment was 
this overnight fed wi ndow where there was trading 
that occurred? 

1 9  ( Page s 7 3  t o  7 6 )  
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1 A Right. 1 
2 Q As you understood it? 2 
3 A That's my understanding. 3 
4 Q And Mr. Greeott helped with the algorithm 4 
5 and the technical aspect of that? 5 
6 A That was my understand ing. 6 
7 Q And that overnight window was a component 7 
8 that helped earned Snisky the interest that he was 8 
9 representing on this? 9 

1 0  A That's my understanding. It's the excess 1 0  
1 1  i nterest. 1 1  
1 2  Q Okay. Did you actually see Mr.  Greeott or  12 

Q I guess more speci fically, did you 
understand that M r. Snisky had made bond purchases 
with investor funds prior to you coming to Longmont 
for that visit? 

A Not on the level that he was presenting it 
to us. He  said that he was instrumental in, I 
think it was North American under charter series 
annuity that he put that together. And he said he 
j ust put others together for other investors. 

Q But you d idn't understand what he was 
showing you on the B loomberg bonds that had been 
purchased for Arete? 

Mr. Snisky engage in any trading or  any activity 13  A Not at a l l ,  no. 
related to  that? 14 Q All right. So these were -- he was showing 

A No.  151 5  
 you prospective bonds? 
1 6  Q Okay . Did Snisky or Greeott, at any time, 1 6  A No. He was showing us -- he said he 

show you the B loomberg term inal that Mr. Snisky 1 7  presented them as actual bonds and a report on that 
had? 1 8  particular bond. 

A Yes. 1 91 9  
 Q 
 But they -- but he wasn't showing you bonds 
2 0  Q And in  what context did they show you that? 2 0 that had already been purchased for Arete? 
2 1  A It was a powdered (phonetic) meeting. He  2 1  A No. My understanding were that -- my 
2 2  had it set up, and, i f l  remember he had three 2 2  understanding was that it was a bond that he was 

screens o r  a big screen o n  a wal l ,  was reflected on 2 3 showing us that was actually somebody else's bond. 
a wal l .  I don't remember, but it was in a Q All right. It's my understanding based on 
conference room. your comments to Special Agent Loecker and me 

Page 7 Page 8 0  

1 Q Okay. And what did he show you? What were 1 several months ago that someone during this  

2 you -- 2 presentation by Mr. Sn isky asked h im if  i t  was a 

3 A He gave us screen shots -- should let you 3 Ponzi scheme l i ke w ith Mr. Madoff? 

4 finish. 4 A Yes. 

5 Q No. I'm interested in what you have to 5 Q Was that question asked? 

6 say. 6 A Yes, i t  was. 

7 A Yeah, I'm sure you are. The screen shots 7 Q Who asked that question? 

8 of the B loomberg program. What the heck would you 8 A I think it was Miezner, and I m ight have 

9 call it, the B loomberg subscription. 9 come up supporting that a lso .  


1 0 Q Did he show you actual bonds? 1 0  Q How d id  Mr. Sn isky respond? 
1 1  A Yes. 1 1  A Very vocal ly .  
12  Q He did.  And did he show you -- 1 2  Q What d id  he say? 
13  (Whereupon, Mr. Scoggins has left the A He said that -- come on -- I j u st lost the 
1 4  examining room.) 
1 5  THE WITNESS:  Excuse me. Let me qual ify 
16  that. He  showed u s  a bond and i t  was paying -- he 
1 7  said, look at the 6 percent. This i s  the 6 
1 8  percent. This i s  what it's paying. This i s  the 
1 9  bond. This  i s  the issue date, and he went through 
2 0 that explanation. 
2 1  BY MR. MARTIN : 
2 2  Q Okay. And did you understand these were 
2 3 bonds that had already been purchased. 
24 A You know, I didn't understand that, other 
2 5 than I understood it was a bond paying 6 percent. 

1 4  guy's name. 
1 5  Q Madoff? 
1 6  A Madoff. Thank you.  That Madoff d idn't 
1 7  have to do what he was doing.  H e  was a foo l .  H e  
1 8  was making a lot of  money. There was a lot of  
1 9  m oney to  be made i n  thi s  business. And he d idn't 
2 0 have to do  what he was doing. There's no reason to 
2 1  do things l ike that, i l legal . 
2 2  And he said that Mad off was -- and I'm 
2 3 giving you a bunch of  stuff here that I remember 
2 4  that he said. Was p laying sex games in h is  office. 
2 5 was and he d idn't have 
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1 to do what he was doing. It was j ust a scam. 1 m il l ion, you know, you can buy them unless their  
2 Q And that that's not what Mr. Snisky was 2 denominations. 
3 doing? 3 Q Well ,  Jet me put it this  way. D id  you 
4 A That's exactly what he was implying, not 4 understand that he d idn't need anywhere near 
5 implying, tel l ing us.  5 $5  m i ll ion to be able to purchase some portion of 
6 Q So in other words, Mr. Snisky was tel l i ng 6 these bonds? 
7 you he was running a legitimate operation? 7 A I don't know how to answer that. 
8 A Yes, s ir. 8 Q Well ,  I guess what I 'm saying is ,  d id  you 
9 Q And that he would be purchasing these bonds 9 understand that when he got funds Jl·om your c l ients 

1 0  with the investor funds; i s  that correct? 1 0  and other investors, that very shortly thereafter 

1 1  A That's correct. 1 1  he would be purchasing bonds? 

12  Q Did he tel l  you when the bonds would be 1 2  A That was my understand ing. 

1 3  purchased with the investor funds? 1 3  Q Okay. And that he d idn't need to 

14 A No, he d idn't. I don't bel ieve that came 1 4  accumulate $ 5  m ill ion in order to b e  able to 

1 5  up i n  conversation. 1 5  purchase the first of these bonds? 

1 6  Q Did you have an understanding that the 1 6  A That would be the understand ing, yes. 

1 7  bonds would be purchased somewhat immediately? 1 7  Q Okay. Al l  r ight. Based on the interview 

1 8  A My understanding fi·om his explanation was 1 8  that we had w ith Special  Agent Loecker and myself, 

1 9  that he would put i n  a bid on a bond. And he had a 1 9  you told u s  previously that no one at that time, at 

2 0  window of time to purchase that bond. And I don't 2 0  that meeting, requested any P&L statement or bank 

2 1  remember i f  it was three months. I bel ieve it was 2 1  records from Mr. Snisky; i s  that correct? 

2 2  on a quarterly basi s  that he could fulfi l l  that 2 2  A That's correct. 

2 3  purchase commitment that he made. 2 3  Q Okay. I s  there any reason why you d idn't 


Q Okay. Excuse me. Mr. Snisky told me that 2 4  request such a thing? 
he did not purchase any of these bonds at any time 2 52 5  
 A You know, in we should 
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1 with the investor funds .  I s  that news to you? 1 have. But, you know, I look at it, an insurance 
2 A That was when I found that out, yes .  2 company's rating, when I work with them, but never 
3 Q O kay. When d i d  you find that out? 3 thought about it here, because it was represented 
4 A I don 't remember when I found that out. 4 by Doug Scott. That he was viable. He  had 
5 But I think I had found it out when A gent Loecker 5 presented himself as being a bond trader s ince the 
6 cal led one of my c l ients, in that c i rc l e  of 6 '90s, and it j ust never came up. 
7 conversation, w ith in a day or two. 7 Q Any other due d i l igence conducted by you at 
8 Q I s  that contrary? I s  that inform ation 8 any time related to Arete or Mr. Snisky? 
9 contrary to what Mr. Snisky to ld  you? 9 A Not outs ide of that meeting, no. 

1 0  A Oh, defin ite ly .  1 0  Q And by that meeting, you mean -
1 1  Q How so? 1 1  A I 'm sorry. The meeting in  March of20 1 2, 
1 2  A H e  d i dn 't purchase the bonds .  12 yes. 
1 3  Q And he was supposed to? 1 3  Q You also represented to Mr. Loecker and I 
1 4  A Yes .  14 previously you weren't entirely sure how Mr.  Snisky 
1 5  Q W ithin a very short period of  t ime? 1 5  purchased the bonds, but that you understood the 
1 6  A Yeah. And I 'm just  - - I 'm reconstructing 1 6  investors would begin receiving their  6 percent 
1 7  here,  and I ' m  just darn sure that h e  said that he  17  return immediately and d id  not need to  wait unti l 
1 8  put a b id  on a bond, whether it was a m i l l ion or  5 1 8 there was $5 m ill ion worth of funds to by the 
1 9  m i l  l ion, whatever it was, on a quarterly bas i s .  19 bonds, correct? 
2 0  And he had a quarter to fil l  that bond purchase. 2 0  A That's correct. They would get paid their 
2 1  Q Okay. At any t ime d id  Mr. Sn i sky te l l  you 2 1  rate of return payable quarterly, immediately would 
2 2  that he needed to raise $ 5  m i l l ion before h e  could  2 2  be whatever the nearest qua11er is .  
2 3  ever go out and purchase any bonds? 2 3  Q And you understood that because that was 
2 4  A I d id n't heard that. The 5 m il l ion d i d  24  what was represented to you by Mr. Snisky; i s  that 
2 5  come in  conversat ion .  B ut the I 2 5  correct? 
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1 A That's correct. 1 
2 Q And you also told Agent Loecker and I that 2 
3 you were -- you were told that the funds were being 3 
4 used to purchase bonds, you were not buying a 4 
5 promissory note of any type? 5 
6 A That's correct. 6 
7 Q And that's also a representation from 7 
8 Mr. Snisky? 8 
9 A That's correct. 9 

1 0  Q And based on your experience and 1 0 
1 1  understanding of the investment; is that fair? 1 1  
1 2  A That's correct. 1 2  
13  Q Okay. You also represented to Mr. Loecker 1 3  
14  and I -- or Agent Loecker and I ,  previously that in 1 4  
1 5  outl i  ning the program Mr. Snisky stated that funds 1 5  
1 6  would be used to purchase Ginnie-Mae bonds; is that 1 6  
1 7  correct? 1 7  
18  A That's correct. 1 8  
1 9  Q And that Snisky represented that investors 1 9  
2 0  would receive a 6 percent annual return; i s  that 2 o 

2 1  correct? 2 1  
2 2  A That's correct. 2 2  
2 3 Q And that Mr. Snisky had a proprietary 2 3 
24  system which he  could get an  extra point o r  two in 2 4  
2 5 the fed window; is that correct? 2 5 

Page 8 6  

1 A He didn't say a point or two. He said 1 
2 20 -- I th ink it's 20 basis points a night. 2 
3 Q Okay. And that was where Mr. Greeott came 3 
4 in with his algorithm; is that right? 4 
5 A That was the understanding, yeah. 5 
6 Q And that Mr. Snisky also represented that 6 
7 he would pay the, quote, introducer a 5 percent 7 
8 comm ission which would come out of his own 8 
9 is that correct? 9 

1 o A That's correct. 1 o 

11  Q Okay. And you in this circumstance -- you 1 1  
12  would be  such an introducer; i s  that correct? 12 
13 A That's correct. 13 
14 Q Okay. You also told Agent Loecker and I in  14 
15 our earl ier interview that Mr. Snisky represented 15  
1 6  that all the fees would be paid by him upfront from 1 6  
1 7 his own funds, and that nothing was to be taken out 1 7  
1 8  of the investors' account unt i l  i t  was profitable; 18  

back. 
Q But it would be at least 2- 1 /2 years or 

roughly 2- 1 12 years before Mr. Sn isky would enjoy 
any profit on this i nvestment; is that fair? 

A Yes . I think that's exactly the way he 
represented it. 

Q Okay. I s  i t  also true that Mr. Snisky 
represented -- this investment was v irtual ly risk 
free because the bonds purchased were G innie-Mae 
bonds and backed by the U .S .  Government? 

A Emphatical ly stated, and showed us the 
website and you know, backed by the fu l l  faith and 
credit of the U .S .  Government. 

Q And is it also accurate that Mr. Sn isky 
explained in some detai l  about h i s  investment 
experience and his expertise? 

A That's correct. 
Q And what d id he say in regard to that 

specifical ly? 
A He had been in the bond business in the 

'90s. And again I mentioned in our conversation -
excuse me -- m y  eyes are itch ing. 

W ith the -- that he  was in h is  office. I 
don't remember the name o f  the firm , the top two 
floors of the twin tours, and he  was with that firm 

Page 8 8  

as a major brokerage, but h e  wasn't at work that 
day. 

I 'm sony -- that day being 2000, 
September 1 1  , 200 1  , he wasn't there. And he worked 
for them, then he went off, worked in their 
Syracuse office because he refused to stay in the 
city ofNew York. 

And he was a bond trader, and he was -

prior to coming to Longmont, he had a business 
enterprise that he successfu l ly developed in 
Wisconsin. 

Do you need these back? 
Q We're okay. It sounds l ike Mr. Snisky was 

at l east, by his words, pretty good at what he did. 
Did you get that impression? 

A I got that impression, yes. 
Q And so did he -- he talked about him being, 

himself being an institutional trader; is that 
is that accurate? 
 accurate? 


2 o A He was going to pay us. He had a group of 2 0 A That's correct. 

2 1  investors that work with him. They had funds, and 2 1  Q Did you give that a finer point? Did he 

2 2  he was going to pay out o f  his own funds unti l ,  I 22  explain what that meant? 

2 3 believe, 2- 1 /2 years. And then he figured at that 2 3 A There was some type of excl usivity to that. 

24  point with the system he  had, he  would then start 2 4  
 And to purchase and be a member of the B loomberg 


paying out of a profit position and pay himself 2 5 website, it cost them -- $ 1  8,000 sticks in my mind, 
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1 but i t  wasn't the I 8,000. 1 Q Okay. And for a l l  the reasons we talked 
2 l: le  said to do  that, you had to be an 2 about, the 6 percent return, the Ginnie-Mae bonds, 
3 institutional trader, and it was behind a vei l ,  3 the proprietary system; is that fair? 
4 behind a curtain stuff. I t  was to l im ited -- you 4 A Yes, uh-huh. 
5 had to qual ify ,  and they had a very thorough 5 Q What else, if anything, was discussed 
6 background investigat ion to substantiate h i s  6 during your visit in Longmont in March of 20 1 2? 
7 qual ifications to  be a member of  that service. 7 A In add ition to? 
8 Q Did  you have any reason to doubt that? 8 Q In addition to what we already d iscussed? 
9 A I had no reason to doubt that. 9 A You know, this Zeeker thing or Zeekster -

1 0  Q And with that status, d id  he  explain what 1 0  or what i s  Zeekster or Zeekster, whatever the heck 
1 1  that a l lowed h im to do? 1 1  that is, the bidding site .  Because this guy Tobbs 
1 2  A To be able to buy the institutional bonds, 12 talked about i t  and how much money he was making. 
1 3  but he also talked about I 0 percent, 529 account 13  You know, it's a multi level marketing thing. 
1 4  that he  had for h is  ch i ldren's education. H e  was 14 So at the end of the meeting, Doug Scott 
1 5  getting I 0 percent on it. 15  apparently had s igned up for it and never did 
1 6  And I had questioned that was -- excuse 1 6  anything with it, and they signed us up. You know, 
1 7  me -- in a trip -- they p icked us up at the 1 7  I never did anything with it either. It j ust -- it 
1 8  a i rport, and on the way back to the hotel -- on the 1 8  was a bidding site. 
1 9  way down to the hotel ,  and I said, where are you 1 9  And Michel le came in at one point and said 
2 0  getting l 0 percent? Nobody's paying 1 0  percent. 2 0  this is not a quote, but this is just a loose -
2 1  And he said, I ' l l  show you tomorrow. And 2 1  this is a memory of what she said. She had just 
2 2  
2 3  

so when he d id ,  he showed us on the s ite, and it 
said I 0 percent Morgan Stanley, I be l ieve the bank 

2 2  
2 3  

made $ 1  0,000 on a bidding site. 
I had no clue what that meant, other than 

2 4  was. And stu ff goes by and he pointed it out and 24  apparently she had made a bid on something, and 
2 5  

".xou know - 2 5  other people were bidding, and she had made a 
_, ,.,,_,,_.,, .., ,·n•.• w"•· ." ' ·"' -··'-m"' " "' h' "' """' v,,-,.  " -''¥' '""""' 
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1 Q Were you fami liar with the Bloomberg 1 substantial profit. That was the other topic that 
2 terminal and that type of information? 2 was d iscussed.  That was it. 
3 A Not at a l l .  3 Q Okay. Did you in our interv iew with 
4 Q Okay. So when he showed you something l ike 4 Special Agent Loecker and myself, several months 
5 that, it may or may not have had a 1 0 percent 5 ago, you mentioned that Snisky made a point to tel l  
6 return. You don't know that for sure; is that 6 everyone that they were to, quote, not sel l  the 
7 true? 7 investment, but they needed to instead -- in a 
8 A That's true, but it said -- it said 1 0  or 8 sense give the investor the opportunity to ask 
9 1 0  percent. It said 1 0  on the screen. 9 about i t  and seek it out for themselves. There's 

1 0  Q Right. In hindsight, do you have some 1 0  something to that effect. 
1 1  question as to what he was showing you on 1 1  Does that refresh your recol lection? 
1 2  and its accuracy or sort of what he said it was 1 2  A You said there was no sales. 
13  versus what you were seeing? 1 3  Q Okay. 
14  A Of course. 1 4  A You couldn't so l icit .  You could only talk 
1 5  Q Yes. Okay. Do you have a sense now, as 1 5  to people that you knew. You could present i t  to 
1 6  you sit here today, that maybe Mr. Snisky was 1 6  them. They would  have to take it and make their 
1 7  attempting to fool you with the use of the 1 7  own decision, do their own consu lt and their own 
1 8  Bloomberg terminal? 1 8  due d i l igence, and that was the combatant. 
1 9  A It was a sales technique, apparently, yeah. 1 9  Q And when -- eventua l ly, \Vhen you stmied to 
2 0  Q As you sit here today, do you feel deceived 2 0  d iscuss Arete with your c l ients, did you d iscuss 
2 1  by Mr. Snisky? 2 1  Arete w ith anyone who was not already a c l i ent of 
22  A Yes.  2 2  yours? 
2 3  Q And in what particular ways? 2 3  A No. Everybody I d i scussed it with I had a 
2 4  A In every way that he presented his product 2 4  relationship. H e  was adamant that you had to know 
25  and his service. 2 5  them or have a with -- I mean -- I 'm 
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1 sorry -- not know them, not j ust know them, you had 
2 to have a relationship with them. 
3 Q Okay. Did you ever discuss Arete with 
4 anybody that you met at the c lass you taught, for 
5 example? 
6 A No. 
7 Q Okay. Even if they asked you first about 
8 other oppotiunities or anything, did you ever 
9 discuss it with them? 

1 0  A 'fhat question doesn't come up at those 
1 1  classes. 
1 2  Q Okay. Were there any other formats? Did 
13  you ever conduct dinners or lunches or anything to 

Page 95 

1 Q And can you give me some examples? Did you 
2 have some questions about it? 
3 A Yeah. We d iscussed the meeting, and 
4 discussed what to do with it .  Doug said, remember, 
5 if I'm going to do this, he has to send me the 
6 forms, and he would e-mail me whatever that 
7 offering form was. 
8 Q And who e-mailed you? 
9 A Doug Scott. 

1 0  Q Doug did? 
1 1  A Yes. 
12 Q Okay. So in terms of the documentation 
13  that you put i n  front of your cl ients or your 

14  
 promote new cl ients? 
 investors, that came from Doug Scott; is  that 

15 A I have in years past, but I haven't - 1 5  correct? 
1 6  yeah, I can't say that. I did an annuity seminar, 16  A That's correct. 
1 7  I think two of them this past year. 17  Q And that includes any PPMs or private 
1 8  Q Did you mention Arete at those seminars? 1 8  placement memorandum from Arete or -
1 9  A No, no. It had nothing to do with that. 1 9  A I don't remember. I'm sorry. 
2 0  Q After the visit to Longmont in March of 2 o Q No. Go ahead. 
2 1  20 1 2 , you went back to M ichigan, correct? 2 1  A Doing the sales technique here. I don't 
2 2  A That's correct. 2 2  remember getting anything directly from Gary. 
2 3  Q Okay. What happened next i n  terms of Arete 2 3  may have, but I don't remember. 
2 4  and Mr. Snisky and your business? 2 4  Q Okay. The stuff that you got from Doug 
2 5  A You not a heck of a l ot other than 2 5 Scott, the Arete documentation information, did 

Page 94 Page 96  

1 I'm a lmost -- I 'm  pretty darn sure I never talked 1 understand that Doug Scott was getting i t  from 
2 to Gary there . I talked to Doug. Doug cal led.  I 2 Gary? 
3 don't remember the conversation. But, you know, 3 A Yes, I did .  
4 
5 

are you going to do th is? Do  you have any 
prospects? And that was pretty much it. 

4 
5 

Q 
you? 

Okay. So it was just being passed along to 

6 J never -- the understand ing was that G ary 6 A Yes. 
7 was somebody we weren't to ta lk to d irectly. 7 Q And d id you have an understanding of who 
8 Q Did you understand why? 8 had created those documents or authorized their 
9 A No. Other than there was some type of  9 use? 

1 0  procedural - 1 0  A No, I d idn't. Other than -- my 
1 1  M R. M ILLER: H ierarchy ?  1 1  understanding was that whoever the legal people 
1 2  THE WITNESS :  Not h ierarchy, but at h i s  12  were, that an Arete employee created the document. 
1 3  capacity ,  i t  wasn't prudent for h im  to  be  talking 1 3  Q Okay. And ifthere were no legal people, 
1 4  to u s  for whatever reason. That i s  pretty much 1 4  would it have been Gary Snisky himself? 
1 5  what I understand .  1 5  A Apparently. 
1 6  B Y  MR.  M A RTIN :  1 6  Q I mean, d id you have a sense that if you 
1 7  Q So who were you supposed to ta lk to? 1 7  got documents from Arete d irectly or indirectly, 
1 8  A Doug Scott. 1 8  that they needed to be approved by Mr. Snisky? 
1 9  Q Doug Scott? 1 9  A Yes, I understand that, yes. 
2 0  A Yes .  2 0  Q Let me ask a question in s l  ightly a 
2 1  Q So if  you had questions about A rete, Doug 2 1  different way. Did you understand that G ary Snisky 
2 2  Scott was your source o f  informat ion? 2 2  control led Arete? 
2 3  A That's correct. 2 3 A Yes, that was my understanding. 
2 4  
2 5 

Q 
A 

A nd d id  you tal k  to Doug about A rete? 
I f i  had 

2 4  
2 5 

Q Okay. A l l  right? 
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1 (Previously marked SEC 1 Q Marcia Fortuna? 
2 Exhibit No. 8 was referenced.) 2 A That's correct. 
3 BY MR. MARTIN: 3 Q Jerry or Jerome Be land? 
4 Q I'm going to hand you what's previously 4 A That's correct. 
5 been identified as Exhibit 8 .  5 Q And Carol Hasty-W iers? 
6 Do you recognize Exhibit 8? 6 A That's correct. 
7 A No. I don't recognize this at al l .  7 Q And Edmond K ieras? 
8 Q Have you ever seen it? 8 A That's correct. 
9 A I 'm not aware of having seen it. 9 Q And that's -- those are the only investors 

1 0  (Previously marked SEC 1 0 that you brought to A rete; is that correct? 
1 1  Exhibit No. 7 was referenced.) 1 1  A That's correct. 
1 2  B Y  MR. MARTIN: 1 2  Q And each one of  those individuals was 
13  Q I'm also going to hand you what's 1 3  a lready a c l  ient of yours by the t ime they invested 
14 previously been identified as Exhibit 7 .  Exhibit 7 1 4  in Arete; i s  that correct? 

is a two-page document. The first page is a 1 5  A That's correct. 

16 formatting cover sheet. And the Bates number on 1 6  
 Q So  let's talk about M r. Be  land . H e  was the 


this is SEC-SORRELLS-E-244. And the pe1tinent 1 7  first of  your c l ients that you d iscussed Arete 

1 8  of this is the second page. It's called a private 1 8  with.  How d id  it  come up? 
1 9  placement calculator. 1 9  A I ca l led h im up  and sa id ,  Jerry, I have 
2 0  Do you recognize Exhibit 7? 2 0 something I 'd l ike  to talk to you about, and he 
2 1  A No, I don't. 2 1  came in .  
2 2  Q Okay . And you weren't provided any such 2 2 Q And that  was on the heels of  your v i  sit ing 


calculator by Mr. Snisky or anybody else to use 2 3 Longmont? 

with your cl ients, sir? 2 4 A That's -- that's correct. 


2 5  A No, I wasn't. 2 5 
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1 Q Al l  right. Thank you. How soon after the 1 
2 visit to Longmont in March of 20 1 2  did you begin to 2 
3 d iscuss Arete with some of your cl ients? 3 
4 A The cl ient I d iscussed it with is Jerry 4 
5 Beland, very nice man. And that was probably -- I 5 
6 can't say, probably. I don't remember, but it was 6 
7 within two to three weeks, in there someplace, I 'd 7 
8 have to look back in the time frame .  8 
9 Q And Mr. Beland had been an ongoing cl  ient 9 

1 0  of yours? 1 0  
1 1  A Oh, yes. Yes. 11 
1 2  Q And it's my understand ing that over time, 12 

And what d i d  te l l  h im about the 

Page 1 0 0  

investment opportunity? 
A We went through the offering. I told him 

it was private, private placement, and we went 
through it l iteral ly word for word. I told him 
take it with him, discuss it with his wife as he 
always did, because Laura wasn't with him at the 
time and come back and see if he wanted to do 
something with it. 

Q Okay. Let me put something in front of 
you. 

(SEC Exhibit No. 38 was 
marked for identification.) 

some seven or eight of your cl ients invested in 13  BY MR. MARTIN: 

1 4  Arete for a total of  approximately 1 . 1  mi l l ion; i s  14 Q I'm going to hand you what's been 
1 5  that right? 1 5  identified as Exhibit 38 .  Exhibit 38 is a 


A That's m y  understanding, yeah. 1 6  multipage document from Tomich 442 through Tomich 
Q And the cl  ients were in no particular 1 7  452, and at the top it says, Arete, LLC, a private 

order, Duane Voorman; i s  that correct? 18  company. 
A That's correct. 19  Do you recognize Exhibit 38? 
Q Gerald and Marcia Schutte? 2 o A It looks famil  iar to me, yes. 
A Schutte. 2 1  Q Is this the private placement memorandum 
Q Schutte; and that's correct? 22  for Arete, LLC? 

A That's correct. 2 3  A It looks to be true, yes. 


2 4  Q Anne Savage? 2 4  
 Q And is this what you reviewed with 

A That's correct. 2 5 Mr. Beland? 
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1 A And his initials are here, yeah, would seem 1 A That they had enough l iquid ity after they 
2 to be so. 2 p laced money here, so you know we d i dn't consume 
3 Q And you d id review this with him? 3 their money. 
4 A Uh, yes. 4 Q Okay. Did you understand Mr. Scott was 
5 Q And I noticed -- let's look at Exhibit 3 8  5 getting h i s  information from M r. Sn isky? 
6 i n  a l ittle bit more detai l .  I noticed right away 6 A That was my understanding, yes. 
7 in the first few paragraphs, it talks about agency 7 Q Okay. And so essential ly not to worry 
8 bonds and the purchase of agency bonds; is that 8 about the fact that Mr. Be land was not an 
9 correct, just on the first page there of38? 9 accred ited investor? 

1 0  A Yeah, I'm trying to see where it says 1 0  A Yes. He couldn't do a lot of those. He 

1 1  agency -- I beg your pardon, okay, yes. Okay. 1 1  said they were l im ited, but you could do some. 

1 2  Q And that's consistent with what Mr. Snisky 1 2  Q Were any of your other investors 

1 3  told you; is that true? 1 3  nonaccredited? 

14  A That's true. 1 4  A I believe Marci a  Fottuna. Other than that, 

15  Q Okay. As you went through Exhibit 3 8  with 1 5  the others were only credited investors. 

1 6  Mr. Beland, was the paperwork that constitutes the 1 6  Q Okay. And d id  you run Ms. Fottuna's 

1 7  PPM consistent with what Mr. Snisky had tol d  you in 1 7  c ircumstances by Mr. Snisky or Mr. Scott? 

1 8  Longmont? 1 8  A Scott, of course. 

1 9  A This paperwork? 1 9  Q And what d id  he say? 

2 0  Q Yes. 2 0  A He said it was fine. We talked about her 

2 1  A Yes. 2 1  pottfol io  and their worth and they were c lose. 

2 2  Q Yes. I mean, there's -- in other words, 2 2  Q So it sounds l ike you got a s im i lar answer 

2 3  you're looking at 38 with Mr. Beland, and it rings 2 3  that you d id for M r. Beland? 

24 true with what Mr. Snisky had told you? 2 4  A That's correct. 

2 5  A Exactly. 2 5  Q And so of your investors only Mr. Be land 


Page 1 0 2  Page 1 0  4 

1 Q Yeah. Okay. And if  you look at the B ates 1 and Fortuna were not accredited? 

2 numbers are in the bottom right-hand corner, if  you 2 A That i s  correct. 

3 look at Tom ich 447, it's sti l l  the same exhibit, 3 Q So again I 'm looking at Exhibit 3 8, the PPM 

4 Exh ibit 3 8 . 4 for Mr. Be land. I f  you look at the B ates number 

5 A Oh, I see what you're saying, okay. 5 450 at the bottom right-hand corner. 

6 Q Yes, 44 7 there. 6 A U h-huh. 

7 A 447, hang on. Okay. 7 Q There's a d istribution chati in there w ith 

8 Q I s  that your handwriting? 8 the 6 percent percentages. D id  you understand 

9 A It is .  9 that's what the return would be on thi s  investment? 


1 0  Q So you fil led this out on behalf of 1 0  A Yes.  That's what I understood. 

1 1  Mr. Beland? 1 1  Q Okay. And there w as a five-year lockup. 

1 2  A I d id .  1 2  Is that also accurate? 

1 3  Q And was that consistent w ith what you d id  1 3  A Yes. 

1 4  with a l l  your c l  ients? 1 4  Q And after the end of five years, what could 

1 5  A Yes. 1 5  M r. Beland do? 

1 6  Q Okay . Is that Mr. Be land's s ignature at 1 6  A Take his money. 

1 7  the bottom there? 1 7  Q Okay. A l l  of it? 

1 8  A It appears to be . 1 8  A Yes. 

1 9  Q Did you in any way address whether 1 9  Q And that was upon representations by 

2 0  Mr. Beland was an accredited investor or not? 2 0  Mr .  Snisky; is that correct? 

2 1  A You know, I knew he was and I knew he was 2 1  A That's correct. 

2 2  c lose, but I knew he wasn't, and I cal led Doug 2 2  Q I f  you look at B ates N umber 45 1 .  


Scott about that, and he said that, you know, he 
 A (The w itness complies.) 

2 4  
2 5  

met the parameters. 
Q And what were those 

2 4  
2 5  

Q I t  says at the bottom that our proprietary 
model has no h idden fees; is that correct? 

DIVISION EXH. 3 
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my understanding, yes. 
' ; 

1 3  

2 5 
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1 A That's correct. 1 

2 Q And was that consistent with your 2 

3 understanding? 3 

4 A Yes. 4 

5 Q Okay. I f  Mr. Sn isky in fact  was taking 5 

6 investor funds for h i s  personal use, including 6 

7 mortgage payments on h i s  house and other uses, 7 

8 would that be a surprise to you? 8 

9 A That would be  a shock to me.  9 

1 0  Q And would that be inconsistent w ith th is  1 0  

1 1  notion o f  no h idden fees? 1 1  

1 2  A Obviously. 1 2  

1 3  Q Would it be inconsistent w ith  the 1 3  

1 4  representations that he  m ade t o  you about the use 1 4  

1 5  o f  the proceeds about the investment? 1 5  

1 6  A Yes. 1 6  

1 7  Q Okay. So  i f  he 's us ing funds for h i s  1 7  

1 8  personal use rather than to buy agency bonds, 1 8  

1 9  that's inconsistent w ith the representations he  1 9  

2 0  made to you; i s  that correct? 2 0 

2 1  A That's correct. 2 1  

2 2  Q And it 's i nconsi stent w ith the 2 2 

2 3  representations you gave to your investors because 2 3 

2 4  you were relying on Mr. Sn isky?  2 4  

2 5  A Yes. 2 5  

Page 1 0 6  

1 Q I t' s  also inconsistent with Exhibit 3 8 ;  is 1 

2 that correct? 2 

3 A Yes.  3 

4 Q Okay. In fact, at any t ime, id  Mr. Snisky 4 

5 tel l  you that he would be using investor funds for 5 

6 h is  own purposes? 6 
7 A N ever. 7 

8 Q In  fact, d idn't you testify earl ier that 8 

9 Mr. Snisky represented to you verbal ly in your 9 

1 0  meeting in Longmont, Colorado, that he wouldn' t  1 0  

1 1  us ing any funds at  a l l  unti l they secured a profit. 1 1  

1 2  I s  that -- 1 2  

1 3  A That i s  correct. and every one of your investors? 

1 4  Q Am I characterizing that accurately? 14 

1 5  A That is absolutely accurate. 1 5  

1 6  Q And that the time frame on that was roughly 16 

1 7  2 or 2- 1 /2 years . Do I have that right? 1 7  

1 8  A 2- 1 /2 years. 1 8  

1 9  Q Okay. So he wouldn't be touching any of 1 9  

2 0  th i s  money for a couple of years? 2 0  

2 1  A That's correct. 2 1  

2 2  Q Okay. And that inc ludes any fees or 2 2  

2 3  whatever profit percentage to  h im .  I s  that what 2 3 

2 4  you understood? 2 4  

Q Okay. D i d  you represent to Mr. Be land that 
th i s  was a relatively risk free or secure 
investment? 

A It's exactly the way it was represented to 
me. 

Q And I 'm -
A Yes, I d id .  
Q And that was because it was represented to 

you by Mr. Snisky that that was the case? 
A That's exactly true .  
Q R ight. And that was consistent with 

Exhib it 3 8? 
A Yes. 
Q And you also represented to Mr. Be land that 

funds would be used to purchase government or 
agency bonds and that he would be paid out at 6 
percent annually; i s  that correct? 

A Yes. There was the 5- 1 /2 ,  and I don't 
remember what that 5- 1 /2 was, but he -- I don't 
remember what i t  was, but i t  was going to be a net 
5 - 1 /2,  but Snisky would make that up, and I don't 
remember particu lars on that. 

Q Okay. But material ly, at 6 percent annual 
return? 

A That' s correct. 

Page 1 0 8  

Q At least as far as the investors were 
concerned? 

A That's correct. 
Q Okay. And in terms of being risk free and 

purchasing agency bonds and paying out 6 percent, 
are those al l representations that you made to each 
and every one of your investors? 

A Would you say that again, please? 
Q In regard to the risk free nature ofthe 

investment, and the use of the funds to purchase 
the agency bonds, and the 6 percent annual return, 
are those all representations that you made to each 

A Yes, they are. 
Q And you made those to each and every one of 

your investors over a several month period based on 
the representations that had been made by 
Mr. Snisky to you? 

A That's correct. 
Q And also based on the paperwork, the PPMs 

that you review with your individual investors; is 
that correct? 

A That is correct. 
Q And an example of that is Exhibit 38? 

2 5  A That was A That's correct. 
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1 Q Okay. You a lso shared with Special Agent 1 A You know, yes, but when I d o  the math, and 
2 Loecker and I in  our earli er interview several 2 believe me,  when we did the information for you 
3 m onths ago that at no t ime did you d isclose the 3 folks on the bank accounts and a l l  that, it d idn't 
4 fact that you were receiving commiss ions w ith your 4 come out to 5 percent. 
5 particular investors? 5 I don't know -- calculated the amount -- if 
6 A You know, I look back over that -- it's 6 I have to go back and l ook. The amount is 
7 been because it's been a bus iness practice for me  7 approximately  -- i s  i t  here, 48,000. 
8 for 23 years before that, you know, in the 8 Q Let me put something in front of you. 
9 securities bus iness I always d isclose -- in 9 A Okay. 

1 0  securities, you know, I have to d isc lose how 1 0  (SEC Exhibit No. 39 was 
1 1  much -- or what the concessions are. 1 1  marked for identi fication .) 
1 2  I n  the insurance industry you just -- you 1 2  BY MR. MARTIN:  
1 3  don't have to. But I tel l  everybody, because 1 3  Q Let me put  in  front of you what has been 
1 4  people ask, how do you get paid? But as a matter 1 4  identified as Exhibit 39 .  And I ' l l  take the other 
1 5  o f  form, I d o  te l l  them I 'm getting paid. 1 5  one. 
1 6  I n  this case, in the insurance business 1 6  A Okay. 
1 7  with annuities and l ife insurance, I don't d iscuss 1 7  Q Exhibit 3 9  is a multipage document that 
1 8  my amount of commission, but I tel l  them it comes 1 8  goes from B ates range Tomich 4 through 6. It's a 
1 9  from the company. And when I look at that that's 1 9  three-page document. At the top of the first one, 
2 0 inconsistent with what I would normal ly say. So I 2 o it says 20 1 3  salary, bonuses, fees and 
2 1  don't know if I real ly understood the question. My 2 1  compensation, January 1 through July 1 2, 20 1 3 .  
2 2 normal -- my normal procedure is to say I get paid, 2 2 The second page says, 20 1 2  salary, bonuses, 
2 3 and the company pays me.  2 3 fees and compensat ion. And third one says, 20 1 1  
2 4 Q Wel l, let me put i t  this the way, because 2 4  salary, bonuses, fees and compensation. 
2 5 I 'm be fair  to what understand Do you recognize this 

Page 1 Page 1 1 2  

1 your normal practice to be, but I 'm also -- you 1 A Yes. 
2 were asked a question before, and you did give us 2 Q Okay. Did you create the Exhibit 39? 
3 an answer. 3 A Yes. 
4 A I understand. 4 Q So you put together these figures related 
5 Q Is it fair to say with your c l ients related 5 to your salary, bonuses, fees and compensation? 
6 to Arete that you did not discuss with them 6 A That's correct. 
7 expl icitly what your compensation would be or what 7 Q So let's -- let's zero in on any funds or 
8 your fees would be related to that investment? 8 any fees you earned related to Arete and Gary 
9 A The amount, yes, that would be fai r  to say 9 Snisky. 

1 o that. 1 0  A Okay. 
1 1  Q Okay. But the fact that you were being 1 1  Q On the first page of Exhibit 3 9, are any of 
1 2  compensated, i s  i t  fai r  t o  say that you believe 1 2  those amounts related to Arete? 
13  they understood you were being compensated o r  you 1 3  A Nothing. 
14  general ly said you were being compensated? 1 4  Q Okay. On the second page for 20 1 2 , are any 
1 5  A They knew I was being compensated. They 1 5  of those amounts related to Arete? 
1 6  knew that. 1 6  A Yes. 
1 7 Q By practice? 1 7  Q Which amounts are those? 
1 8  A Yeah. Sure. They've been dealing with me 1 8  A Cromarty at $48,327. 
1 9  long enough to know that I 'm getting paid if  I 1 9  Q Okay. And what does that figure 
2 o d idn't disclose it. Again, I have to -- it's not a 2 0  constitute? 
2 1  caveat. It's l i ke getting up in the morning and 2 1  A The wire transfer from Cromarty, who i s  
2 2  going to the bathroom. It's something I did a l l  2 2  Doug Scott, on the  fees or commissions or whatever 
2 3  the time. 2 3  you want to cal l  them from the Arete transactions. 
2 4  Q Al l  right. And you received commission of 2 4  Q Okay. And that's the entirety of your 
2 5 5 in the investment; is that accurate? 2 5  commissions for Arete? 

2 8  ( Pages 1 0 9  t o  1 1 2  ) 
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1 A Yes. 1 bonuses, fees and compensation, and I take it  
2 Q Okay . Any other entries in 20  1 2  on the 2 there's nothing -- there's no figure on there 
3 second page of  Exh ib it 3 9  that would constitute 3 that's related to Arete? 
4 funds received rel ated to your Arete sales? 4 A 2000 -- I 'm sorry, ' 1 2? 
5 A Nothing. 5 Q 20 1 1 .  
6 Q Okay. So  i s  it your testimony today that 6 A ' 1  1 ,  I beg your pardon. I 'm j ust fixated 
7 the entirety of  the commiss ions  that you received 7 on ' 1 2. No. I d idn't even know those people then. 
8 re lated to A rete were $48,327 ?  8 Q Okay. A l l  right. How d id  you detem1ine 
9 A That's correct. Yes .  9 the 5 percent commission figure? 

1 0  Q O kay. I s  that a l itt le less than you h ad 1 o A I d idn't determine it. They did .  
1 1  thought before? 1 1  Q So you were tol d  that by Snisky? 
1 2  A Yes. 1 2  A Yes. 
1 3  
 Q Okay. Why the d isparity? 
 Q Okay. Did you at any point ask him how he 

1 4  
 A l j ust -- you know, when I 'm -- I don't 
 would come up with that 5 percent for you? 

1 5  keep track of  this unt i l  the end o f  the year, and 1 5  A Never occurred to m e  to ask. Pretty 
1 6  i f  I know I 'm going t o  get paid o n  a part icular 1 6  standard fee a lot of times. 
1 7  case, whether it 's an insurance company or  1 7  Q Okay. Did you have any understanding that 
1 8  whatever, you know, I look to see i f  it h it the 1 8  other investor funds including maybe even your own 

1 9  
 account. 
 investors' funds would be used to pay you that 5 

2 o So whatever the amount was, I took 5 2 o percent commission? 

2 1  percent of $ 1 , 1  50,000 when I gave you and Agent 2 1  A No, I d idn't. 

2 2  Loecker that number. That's a l l  I d id ,  s imp le  2 2  Q If  you had known that, would you have 

2 3 m ath . 2 3 gotten involved in Arete? 

2 4  Q O kay. A No. 

2 5 A I t  wasn't m ath . There's Would not have involved? 


Page 114  Page 116  

1 missing here, and I have no  idea what i t  was. 1 A Obviously not, no. 

2 Because when I calculated these, we went through my 2 Q Okay. And i f l  tel l  you that investor 

3 bank statements, my ledger statements. We went 3 funds were used to pay not j ust commissions for you 

4 through whatever we had, and that's the number we 4 but for other salespeople  or introducers, would  

5 came up with three different times. 5 that come a s  a surprise to  you? 

6 Q And they're al l  paid in wire transfers from 6 A I t  was a shock when I found that out, yes. 

7 the Cromarty Group? 7 Q And would that be inconsistent with what 

8 A Yes. We see nothing that came any other 8 you were told by Mr. Snisky in terms of the use of 

9 wey. 9 these funds? 


1 0  Q I noticed that in 20 1 2  you also have an 1 0  A Yes. 

1 1  entry for Summit Trust Company? 1 1  Q In fact, what were the funds supposed to be 

1 2  A That's correct. 1 2  used for? 

1 3  Q Approximately $5,000? 13  A To purchase the Ginnie-Mae bonds .  

14 A That's correct. 1 4  Q Right. Not to pay commiss ions to 

15 Q Okay. What's the source of those funds? 1 5  salespeople? 

16 A Referral fees. 1 6  A And not to pay any overhead any of that. 

17 Q For? 
 Q Okay. 

18  A For referring business to them. 1 8  MR. MARTIN : Let's go off the record at 

1 9  Q Rel ated to Arete? 1 9  1 1  : 1 2. 

2 0  A No, nothing to do with A rete. 2 o (Recess taken from 1 1 : 1 2  to 1 1 : 2 1  a.m.) 

2 1  Q Okay. So that's not Arete related? 2 1  BY MR. MARTIN : 

2 2  A No, nothing with Summit Trust -- I'm sorry. 2 2  

2 3  Q No. Go ahead. 


Q Let's go on the record at 1 1  :2  1 .  While we 

were off the record we talked briefly about where 


2 4  A Nothing with Summit Trust is Arete rel ated. 2 4  l unch might fit in in today's schedule, and we've 
2 5  Q And then I 'm looking at the 20 1 1  salary 2 5 decided to sort of plow ahead for the time being. 

2 9  ( Pages 1 1 3  t o  1 1 6  ) 
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1 Other than that, we d idn't have any substantive 1 a l l  your c l i ents fi l led out rel ated t o  the A rete 
2 conversations between the staff, and the witness or 2 investment? 
3 counse l ;  is that correct? 3 A I be lieve that, yes .  
4 A That's correct .  4 Q I n  order to make th is  purchase? 
5 (SEC Exh ib it No .  40 was 5 A Yes. 
6 marked for identification.) 6 (SEC Exh ib it N o .  4 1  was 
7 BY MR. MARTIN: 7 m arked for identification.) 
8 Q M ark, I'm going to hand you what's been 8 B Y  M R .  M A RTIN: 
9 identified as Exhibit  40. Exhib it 40 i s  a two-page 9 Q I 'm going to hand you what's been 

1 0  document fi·om Tom ich  440 through 44 1 .  1 o identified as  Exhib it 4 1 .  Exhib it 4 1  i s  a one-page 
1 1  D o  you recognize Exhib it 40? 1 1  document, B ates number Tom ic h  453 .  
1 2  A Yes, I do .  1 2  D o  you  recognize Exhib it 4 1 ?  
1 3  Q What is  it? 1 3  A Yes, I do .  
1 4  A It's an asset purchase for Jerome Be land 1 4  Q And what i s  Exhib it 4 1 ?  
1 5  for Arete for a five-year offering at 6 percent. 1 5  A It 's a Summit Trust document for h im  to 
1 6  Q Okay. What's the purpose o f  Exhib it 40? 1 6  se l l  h i s  m utua l  fund,  p l ace  it in the money market 
1 7  Why does it exist? 1 7  and then transfer it to a purchase for the A rete 
1 8  A S o  Jerome Be land could  purchase the 1 8  offering. 
1 9  offering. 1 9  Q And did you fi l l  out Exhibit 4 1  other than 
2 0 Q And this i s  a Summit Trust document? 2 o Mr. Be land's s ignature? 
2 1  A Yes, it is .  2 1  A Yes.  
2 2  Q Did you get this from Summit Trust? 2 2  Q And is that M r. Be land's s ignature? 
2 3  A Yes. 2 3  A Yes, i t  i s .  
2 4  Q Did  they e-mai l  it to you? 2 4  Q And d id  you pu l l  th i s  form off th e  Summit 
2 5 A No .  It 's on our website. We download it. 2 5 website? 

Page 1 1 8  Page 1 2 0  

1 Q Okay. And do you fi l l  th i s  out  for 1 A I d id .  
2 Mr. Beland and then he signs it? 2 Q Yes .  Okay. 
3 A Yes. 3 A M aryann did ,  my assistant, Maryann Busch. 
4 Q And is that h is  s ignature on the second 4 Q And so he's actua l ly redeeming some funds 
5 page? 5 in order to purchase A rete; is that right? 
6 A Yes. 6 A That's correct. 
7 Q Okay. And this is a document that Summit 7 Q And i s  thi s  also a form that's required by 
8 Trust requires; is that correct? 8 Summit? 
9 A Yes. 9 A Yes, i t  is .  

1 0  Q Okay. And then associated with this, 1 0  Q And did your other c l ient s imi larly fi l l  
1 1  Beland wrote a check to Summit Trust? 1 1  out the form such a s  this? 
1 2  A No. 1 2  A If they had money there or -- yes, if they 
1 3  Q How did - 1 3  had money there. 
1 4  A Money came out of h is  money market -- is it 1 4  Q Money at Summ it? 
1 5  money market or it cou ld have been h is  DFA . He  1 5  A I beg your pardon, yes, at Summit Trust. 
1 6  decided to move that money. 1 6  In a Summit Trust account. 
1 7  Q Okay. 1 7  Q Okay. Right. Right. I mean, they're 
1 8  A And interestingly enough, I don't give 1 8  basically just moving funds from one Summit Trust 
1 9  advice, and I don't give advice on that, 1 9  account to another one? 
2 0  obviously - - know where the money's at. 2 0 A Basically, yes. 
2 1  Q So was it a -- technical ly was it a 2 1  Q Right. I noticed that it says 8 percent 
2 2  rol lover or how d id the funds get to - 2 2 for five years on the Arete. 
2 3  A I bel ieve this -- it's an I RA account, so 2 3 A That's a typo. 
2 4  it just -- it's a self-directed IRA. 2 4  Q That's a typo. A l l  right .  And it says 
2 5  Q And is this the of form that 2 5  Arete SMA. What does SMA mean? 
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1 A SEP hold ing managed account, I be l ieve, i s  
2 what it means .  
3 Q Okay. And were those funds supposed to 
4 stay w ith Summit? 
5 A Huh-uh, huh-uh. 
6 Q No? 
7 A No .  Summit was j ust the -- you go ahead. 
8 Q You explain .  
9 A Okay. Summit  was the Trust Company 

1 Q Who? 
2 A You know, I think most of them, if not al l  
3 of them, received some type of interest payments. 
4 I bel ieve Gary Jerome Beland received two. I would 
5 have to go back, Mr. Martin, and look, but I 'm 
6 pul l ing from memory that they al l  received one or 
7 two interest payments. 
8 Q In actual cash in hand? 
9 A In their account. 

transfer agent basical ly for the funds to go to 1 o Q In their account. 
Sn isky and Arete. 1 1  A Yes. 

Q Okay. Who held the interest earnings? 1 2  Q And they were able to access that account. 
1 3  A It would go to Summit, and S ummit would  1 3  A If  they wanted to, yes. 

p lace it  into a money market account that was 14 Q Okay. To your knowledge, did any of your 
attached to this part icular individual .  Summit 1 5  i nvestors receive any periodic statements from 

1 6  never had constructed receipt of the  m oney other 1 6  Arete or Summit regarding their accounts? 
than i t  would b e  d irected .  1 7  A Not that I 'm aware of. 


1 8  Q So  once the investors started earning the i r  1 8  Q Did you ever receive such statement? 
1 9  i nterest -- which happened quarterly; i s  that 1 9  A No. Excuse me. I have to back up on that. 
2 0  right? 2 0  Because what their normal account, you know, the 
2 1  A Yes .  2 1  qumierly statements that they sent out, yes, that 
2 2  Q -- those funds would start to be co l lected 2 2  would have been annotated on the Summit report. 

in  the Summit Trust accounts o n  behalf of those 2 3  Q Those are sent directly to investors? 
2 4  individuals ;  i s  that correct? 2 4  A Yes. 

A It would go to  Summit  Trust account and Q Not to you? 

Page 1 2 4  

1 then it  would  be d i rected to the money market 1 A Wel l ,  they're o n  the website. If I have to 

2 account. 2 access them I can. 

3 Q B ut in the name o f -- 3 Q B ut you're not copied on any transmiss ion 

4 A O f the  indiv idual .  4 of those? 

5 Q Of the ind iv idual? 5 A No. 

6 A Yes .  6 Q And how does Summit send those? Do they 

7 Q Would not be  he ld by  Arete? 7 e-mai l  i t  or U .S .  mai l? 

8 A The i nterest? 8 A Mai l .  

9 Q The i nterest? 9 Q U.S .  mai l?  


1 0  A No.  It would go to Summit Trust to 1 o A Right. 
1 1  Arete -- wou ld go to Summit Trust to the money 1 1  Q Okay. I got my understanding that 
1 2  m arket account attached to th is  indiv idual ' s  1 2  Mr. K ieras rece ived $ 1  ,500, a single payment of 
1 3  account. $ 1  ,500 from Arete in or about Ju ly of 20 1 2 .  


Q And that indiv idual  wou ld not have access 1 4  D o  you have any knowledge o f  that? 
1 5  to that account for five years ; i s  that correct? 1 5  A Yes. He received -- I bel ieve Mr. Kieras 
1 6  A No.  The interest was avai  lable to h im as 1 6  received two $ 1  , 500 payments. 

soon a s  i t  was in the money m arket account. 1 7  Q Okay. And according to Mr. Kieras, it 
1 8  Q That was your understanding? 1 8  d idn't make sense to him because those funds were 
1 9  A No, that's a fact. 1 9  not due ti l l  the end of the quarter, yet he 
2 0  Q ·rhat 's a fact? 2 o received them in July .  
2 1  A Yeah. 2 1  Do you have any knowledge why he  received 
2 2  Q Okay. And to your knowledge d id  any of  2 2  those funds at that t ime? 
2 3  your  investors ever get access or  receive any 2 3 A No. I just thought it was normal pro 

interest funds? 2 4  forma. 
2 5  A Yes. 2 5  Q Did  he d i scuss with or the 
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1 receipt of those funds? 1 Q And so where d id  you get the document that 
2 A No. 2 became Exh ib it 42? 
3 Q Okay. Did any of your cl ients d iscuss any 3 A From Doug Scott, where I got everything 
4 of the interest payments or receipt of funds 4 e lse, yes. 
5 related to Arete with you? 5 Q And so you were told there was a legal 
6 A No.  6 reason for updating the name? 
7 Q Okay . I f  an investor or cl ient made more 7 A Yes. 
8 than one investment, would they fil l  out the forms 8 Q Okay. Were you provided any other 
9 multiple times? 9 information? 

1 0  A Yes. 1 0  A No.  
1 1  Q And so they would review a PPM a second 1 1  Q Did you understand that i t  was the same 
1 2  time, sign it, initial it, and s o  forth? 1 2  investment? 
13 A Yes.  13 A Yes.  

Q Okay. 
 Q That it was sti l l  the Arete investment? 

1 5  (SEC Exhib it No. 42 was 1 5  A Yes. 

1 6  marked for identification.) 1 6  Q Even though i t  had this other name? 

17 BY MR. MARTIN : 1 7  A Yes. 

1 8  Q Mr. Tomich, I 'm going t o  hand you what's 1 8  Q N othing had changed other than the name? 

1 9  been identi tled as Exhibit 42. Exhibit 42 i s  a 1 9  A That was my understanding. 

2 o multi page document from Bates range Tomich 560 2 0 Q Okay. And was that a representation from 

2 1  through 570. 2 1  Mr. Scott? 

2 2  It  says up at the top left-hand corner, 2 2  A Yes, i t  was. 

2 3 Summit offering- 1 2  PO 51 ,  LLC, and then i t  says the 2 3 Q Did  you ever talk to Mr. Snisky ?  


private opportunity. 2 4  A You know, I had very l ittle conversation 
Do Exhibit  42? 2 5 with If I were to back and look at 

Page 1 2 6  Page 1 2 8  

1 A I do. 1 records, I don't know -- I don't remember talking 
2 Q I f  you turn to the Bates number 565, is it 2 to Gary other than I had to have some conversation 
3 your handwriting? 3 with them at some time, but Doug Scott was the only 
4 A Up above it is, yes. 4 one I had contact with. 
5 Q Is that Mr. Carol Hasty-Wiers' s ignature 5 Q Okay. And did you understand that 
6 down below? 6 Mr. Scott was in d irect contact with Mr. Snisky? 
7 A That is .  7 A Of course, yeah. 
8 Q Okay. And l ike you testified earlier, it 8 Q And again with Exhibit 42, you went through 
9 was typical for you to fill out the PPM materials 9 that document with Ms. Hasty-Wiers; is that 

1 0  
1 1  

on behalf of your cl ients? 
A Yes. 

1 0  
1 1  

correct? 
A Word by word. 

1 2  Q Okay. Now, I noticed in Exhibit 42, which 1 2  Q Right. In the same way that you went 
1 3  is s imilar, i f  not identical, to Exhib it 3 8  that we 1 3  through Exhibit 38 with Mr. Beland? 
14  looked at, which was the P P M  for Mr. Beland, i f  you 1 4  A Yes. 
1 5  remember -- I ' l l  put that in  front o f  you -- also 1 5  Q And you did so with each and every one of 
1 6  3 8  there. 1 6  your cl ients or investors? 
1 7  A Uh-huh. 1 7  A That's correct. 
1 8  
1 9  

Q Instead of saying Arete at the top, it says 
Summit Offering- 1 2-PO 51 .  

1 8  
1 9  

Q And regardless of the fact that it says 
Summit offering at the top i nstead of Arete? 

2 0  
2 1  
2 2  

A 
Q 
A 

Right. 
Why does it say that? 
Excuse me. Doug Scott told me that Gary's 

2 0  
2 1  
2 2  

A 
Q 
A 

That's correct. 
I ' l l  take those. 
Both of them? 

2 3  
2 4  

legal people, whoever they were, needed to redefine 
the name, and that was how they had to update the 

2 3  
2 4  

Q And I take it with Ms.  Hasty-Wiers and 
anyone else who was provided the Summit offering 

2 5  docs. 2 5  document, that also made the same verbal 

3 2  ( Page s 1 2 5  t o  1 2  8 )  
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1 representations that had been given to you by 1 
2 Mr. Sn isky? 2 
3 A That's correct. 3 
4 Q In regard to the investments being risk 4 
5 free; is that correct? 5 
6 A That's correct. 6 
7 Q The 6 percent annual i nterest; is that 7 
8 correct? 8 
9 A That's 9on·ect. 9 

1 0  Q The notion that Mr. Sn isky was an 1 0 
1 1  institutional trader and was engaged i n  overni ght 1 1  
1 2  Fed trading; is that correct? 1 2  

Page 1 3 1  

b e  from a meeting from when I stopped to see him 
on my way to Arizona for an insurance company 
meeting in  December of ' 1 2 . 

Q Okay. 
A Yeah. I was looking for a date and 

couldn't find it. These are questions I had for 
Gary. What happens with Arete if he  dies .  

Q What d id  he  say? 
A He said i t  would go on, and he assured me  

that there's a cont inuity provision. I don't 
remember what he said beyond that. 

Q When using these notes in  Exh ib i t  34, on or 
1 3  A That's correct. 
 about December 5th of 20 1 2, what e lse d id Gary 

1 4  Q The -- that the investor funds would be 1 4  
1 5  used t o  purchase agency bonds, G innie-Mae bonds? 1 5  
1 6  A G inn ie-Mae bonds, that's correct. 1 6  
1 7  Q Okay. I want you to look in front of you. 1 7  
1 8  I have Exhib its 3 3 ,  34, 3 5 ,  and 36 .  And what I 'd 1 8  
1 9  l ike to ask you to d o  is review those handwritten 1 9  
2 0 notes if you would and explain to me as best you 2 0 
2 1  can the context in  which you took those notes and 2 1  
2 2 what those notes mean to you? 2 2 
2 3  A Okay. 2 3  
2 4  Q And i f  you would refer to the d ifferent 2 4  
2 5 exhibit number while about 2 5 

Page 1 3 0  

1 that wi l l  be pa11icularly usefu l .  1 
2 A Exh ib i t  3 3 ,  I don't know where this came 2 
3 from.  I don't know if this was just a note I had 3 
4 had . I f  it was a note from a conversation, or i f  4 
5 it was a note of questions that I wanted to ask 5 
6 Gary. So the fact that it's on j ust a note, and at 6 
7 the top it says married, ind icates to me that I d id 7 
8 th is at my office, and l ife i s  a series of 8 
9 unexpected events, which is the last quote in 9 

1 0  there, with someth ing somebody gave me on the 1 0  
1 1  phone, so I wouldn't have put that i n  anyplace 1 1  
1 2  e lse .  S o  I j ust assume it was e ither notes that I 1 2  
13  had to ask h im, Doug Scott, and that's my 1 3  
1 4  assumption on -- excuse me -- on, I bel ieve that's 1 4  
1 5  3 3 ,  is it? 1 5  
1 6  D o  you have a notion when you took these 1 6  
1 7  notes? 1 7  
1 8  A No, I don't. Exhib it 34 .  Thi s  i s  1 8  
1 9  apparently a conversation I had to have with Gary 1 9  
2 0  at some point. Maybe Gary and Doug Scott, I don't 2 o 

2 1  know. But -- and I can't tel l  you i f th i s  i s  from 2 1  
2 2  a meeting. 2 2  
2 3  Q Wel l ,  you wi l l  note on the left-hand side 2 3  
2 4  of the front page there's a date on there. 2 4  
2 5  A That's I see that That must 2 5  

Snisky tel l  you? 
A They had the note here of an additional 

5 ,000 or 1 0,000 parcel  deposits, new five-year 
term. How do you keep track of that? I don't 
remember what he said about that. 

How to reassure c l ients about the apparent 
secrecy because that was the, um -- that was the, 
um -- that was the, um, a form that they sign. I 
don't remember which one i t  was. I 'm guessing you 
have a copy of it -- about nondisc losure. 

Q Okay. 
A And so that was 

Page 1 3 2  

ownership and Ginnie-Mae -
Q How d id  he answer that though? 
A You know -- and, again, I can't tel l  you 

because I don't remember. I don't remember how 
answered that. 

Q Okay .  
A Ownership i n  Ginnie-Mae bonds, how to 

satisfy c l ients who want something of ownership. 
Again, these are questions I don't know how he 
answered that one. I don't know. I don't 
remember. 

Q Let me interrupt for j ust a second. Why 
are you asking him these questions in December of 
20 1 2? 

A Because those are questions that came up in  
my mind. 

Q Are you continuing to introduce or offer 
this to your c l ients? 

A At that point I stopped because -- and 
before that -- because that briefcase thing they 
had d idn't make sense. They were excited. Trying 
to remember, Mr. Martin, when that briefcase was 
released, i f  it was September, October. 

Q And thi s  i s  the e lectronic briefcase? 
A Yes. It was on thei r  webs ite. And 

3 3  ( Pages 1 2 9  t o  1 3  2 )  
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1 were excited about i t  that we could show 1 
2 information. The information they were showing 2 
3 made no sense to me. 3 
4 Q Okay. 4 
5 A And that's part of why I wanted to go and 5 
6 stop there on my way to Arizona, simply because I 6 
7 wanted to get some clarification on that. I mean, 7 
8 to put stuff up there that I couldn't explain to 8 
9 anybody made no sense. 9 

1 0  Q Okay. 1 0  
1 1  A And that was the reason. Yield to maturity 1 1  
1 2 at Ginnie-Mae retai l ,  that's a question I had 1 2  
1 3  because the bond, y ield to maturity question, i f  13  

Page 1 3 5  

A And s o  those were apparently things w e  had 
talked about. And I remember Rick was -- Greeott, 
Garot, Greeott was putt ing up there. How does that 
fit? And I said, Wel l ,  that makes sense. So 
that's that document. Am I okay with this? 

Q We're okay with 34 .  I j ust want to 
understand. 

A And 3 5. Okay. Yeah, see, these would 
be -- these are notes from that meeting, I believe. 
Let me see here. From the meeting -- I 'm sorry - 

the meeting in  December of ' 1 2, un less this is -- I 
see the date there, but I can't -- it seems to 
be -- that's real ly weird. Boy, um, okay. So  

they put i t  in if there were partial years. 1 4  these are notes I took from the  -- from the  meeting 
They just, again, I don't know what h e  told 1 5  with Gary. Now, I'm not -

me about this, but these are questions I had. I 1 616 
 Q And thi s  i s  the December 20 1 2  meeting? 

1 7  can't tell you exactly what his answers were to 1 7  
1 8  these because I don't recol lect. If  i did, I 'd 1 8  
1 9  certainly tell you. Let's see -- T -bi l l ,  agency 1 9  
2 0  bond, Ginnie-Mae, corporation structure. 2 0 
2 1  This must have been -- these had to be 2 1  
2 2  answers that he gave me. Yeah, these are answers. 2 2  
2 3  Now, T-bi l l ,  agency bonds, Ginnie-Mae, corporate 2 3  
2 4  structure, guarantee notes. He talked about the 2 4  
2 5  North American, that's NOA, North American charter 2 5 

,, 
Page 1 3 4  

1 series, 92 percent -- Ginnie-Mae, corporate 1 
2 structured notes. 2 
3 The 8 percent and something else, mutual 3 
4 funds it looks like FNDS is abbreviated by bonds 4 
5 with pooled value -- okay. Apparently, he answered 5 
6 that one. They buy bonds with pooled value at 6 6 
7 percent, 1 44-A is a regulated i nstrument. 7 
8 I don't know what that bottom -- 8 
9 col lectively through something -- grounds through 9 

1 o something. Then private equity rules, which is 1 0  
1 1  covered -- his  offering. B loomberg brief 1 1  
1 2  structured notes and private equity. 1 2  
1 3  And then the bond screen shot. So I was 1 3  
14  asking h im about the bond screen shot there and how 1 4  
1 5  we could -- I think the Bloomberg, i f  I remember 1 5  
1 6  correctly, this was one of the things that Rick, he 1 6  
1 7  was asking m e  what I thought should be u p  there. I 1 7  
1 8  had no clue what the heck was avai lable, what would 1 8  
1 9  be simple for a person. 1 9  
2 o You can go to the Ginnie-Mae site and look 2 0 
2 1  at this and it says, Ginnie-Mae and backed by the 2 1  
2 2 ful l  faith and credit of the government. I wanted 2 2 

A Yeah, you can see. I can't m ake that out 
there so, okay. And so questions and he was giv ing 
me answers on the 505 or 506 Reg D accredited 
investor. 

He ta lked about 30-year bond for yie ld of 
1 .88 ,  the charge to buy. They had a charge -- if a 
bond trader was sel l  ing a bond, and normal bond's 
paying 1 88,  they sti l l  had to charge a fee to the 
investor the 

Page 1 3  6 

Q Okay. 
A That's what that was. Charter series, the 

N orth A merican again, he  said he  designed that. 
CPR to continue h i s  payment rate. That's the -

continue h i s  payment rate, the bus iness about the 
part ia l  ownersh ip o f  the bond as you go along. 
P l ayed a game with them not again st them. 

I don't know who he 's  talking about .  I t  
could be your i nstitut ion.  I don't know. B ac ked 
by ful l  faith and credit. B ecause he  was -- he  was 
very structured o n  this about wanting to keep 
everything  on the up-and-up, so  he  d idn't  h ave  
people showing up at h i s  o ffice, you know. 

Q M eaning like regul atory authorit ies? 
A Yes .  Yes .  Thi s  i s  a very fragi l e  

bus iness. Federal Reserve way to se t  up on  the 
institutional s ide, that's his B loomberg thing 
again .  

Restricted to i nterest on ly  for five years. 
That's got to be h i s  G in nie-Mae. You can get the 
y ie ld  -- we're taking you behind, yeah, behind a 
ve i l  and g iv ing you the i nstitut ional s ide that 

to be able to do something l ike that at his 
 already exists. That was the b ig  th ing w ith the 

2 4  
2 5  

briefcase s ite. 
Q Right. 

2 4  
2 5  

B loom berg s ite, that th i s  was something that was 
rarified 
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1 3  

1 7  

1 9  

2 4  
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1 territory . 1 
2 Q So did you understand then that he was able 2 
3 to access these bonds and get them somehow to 3 
4 discount or better because of his institutional 4 
5 trader status? 5 
6 A Yes. Yes. 6 
7 Q And was that something that he explained to 7 
8 you back in March of 20 1 2? 8 
9 A When our original meeting -- yes, he had 9 

1 0  access. The Bloomberg site gave him additional 1 0  
1 1  access apparently. 1 1  
12  Q Okay. 1 2  
13  A Rated out for money -- let's see -- and 1 3  
14  calendar quarters -- bond, a coupon rate 1 4  
1 5  institution. Arete is a private equity firm, a 1 5  
16  brief overview, okay. It's not a solicitation 1 6  
17  obviously, part of  presentation. I am here to 1 7  
18 share information. It's an opportunity with you. 1 8  
1 9  Offer them info upon which t o  make a 1 9  
2 o decision. After explanation ask does this sound 2 0 
2 1  l ike something you would be interested in? 2 1  
2 2  Notation on check, Arete SMA, check made to 2 2  
2 3  Trust Company. Aggregate a pool -- a broker buys a 2 3  
2 4 yield. Okay. There's a note there. 2 4 
2 5 of to meet the 2 5 

Page 138  

1 req uired minimum to  purchase the bond, 5 mi l  l ion, 2 1 
2 mi l l ion, whatever it was. 2 
3 Q And are these the notes that you took of 3 
4 what he told you in December of 20 1 2  as represented 4 
5 in Exhibit 35?  Are those statements consistent 5 
6 with what he told you in March of 20 1 2? 6 
7 A Yeah, nothing changed. He was consistent 7 
8 about that. 8 
9 Q Okay . And then let's look at, final ly, at 9 

1 0  Exhibit 36 .  1 0  
1 1  A Okay. It looks l ike notes from the same 1 1  
1 2  meeting. 12  

annuities, and I se l l  l i fe insurance. And it's a 
question that I wanted to get some insight into 
about annu ities, and he knew something about them. 

The FINRA w ith A l l ison. I t  frankly was 
reassuring to meet her at l unch. I don't know if  l 
can -- you have questions on that. Th is A l l  ison 
was the former F INRA attorney at Ch icago. 

Q And did she represent herself that way? 
A I asked her a question at lunch, yeah. 
Q What d id she say? 
A I asked her if she was FINRA background. 

She was at the downtown Chicago office. And I 
asked her i f  she was i n  compl iance, and I bel ieve 
she said she was. Yeah. And that was just an -
it was a harbor of  comf01t because a l l  of those 
th ings, why would he be bringing -- can I talk 
about that here? 

Q Absolutely. 
A Okay. Because I don't know i f  this is your 

question of  format or not. Why would he be 
bringing an attorney onboard, inside, and she was 
going to be o r  was the trustee on h is  checking 
account. Why would he do that? 

It's just another m atter of -- and Doug 
Scott had said it. It's another matter 

Page 140  

making th is a more sol id -- what am I looking for, 
legitimate enterprise, you didn't have to worry 
about. 

Q Okay. 
A FINRA, Al l ison, CPR coupon payment, 5 

mi l l ion at 6 d iv ided by 1 2  equals 25 ,000. That's 
the interest rate. Mozil la  -- okay. I added -
this was a note that I did with Rick, because Rick 
was a -- he's a geek. l-Ie's a computer geek. 

And I had just bought an Apple iPad. And I 
could have bought a rocketship, because I had no 
clue. And so he was helping me with it. 

Q And again, the meeting is December 20 1 2? 13  Q Okay. 
A Yes .  Okay. 141 4  
 A His comments were about Mozil la, and that 


1 5  Q Okay. 1 5  it's a really good s ite. That was with this Qrobe 
1 6  A I don't know what the police thing is. I 1 6  and a nice -- nice search site. And there's my 


don't have a clue about that. Outstanding 1 7  note about A l l ison. 
principal, month t o  month payment. That's the 1 8  Jason was the investment advisor. Angie 

fractional interest ownership o f  the bond. 1 9  was their CPA. And Jason was at lunch with us. We 

Real banking institutional side, that's the 2 0 went to l unch that day. And that was at this  

2 1  B loomberg thing again. Three components of 2 1  meeting in December of 20 1 2. It was Gary, Rick, I 
2 2  annuities. Bank guaranteed, structured notes, 2 2  think All ison went there. But this kid Jason, 
2 3  T-bi l l s, and agency bonds, Ginnie-Mae, Fannie Mae, 2 3  kid -- this man Jason met us there and -

and Freddie Mae (sic). 2 4  0 What did he -
That was a because I sel l 2 5 A Excuse me -- I don't think there was 
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1 anybody else. I think that was it. 1 A Yes. 

2 Q What did Jason explain his role was? 2 Q All your cl ients? 

3 A He was an insurance man, bas ically. And he 3 A Yes . 

4 was an investment advisor, grew up on a ranch, I 4 Q Okay. After that, d id  you have additional 

5 think in Montana or Wyoming, you know, there was a 5 concerns or -
6 l ittle chitchat back and forth. 6 A No. Once that we found out that the 

7 And they were going to develop an insurance 7 interest payment was there, I was okay. He made 

8 agency. They were applying to have an i nsurance 8 his payments, and we're fine. Go ahead. I 'm 

9 agency, and Jason was the man in-house to run that. 9 sorry. 


1 0  Q Okay. 1 0  Q No. That's al l right. At some point in 
1 1  A So there was another component. 1 1  20 1 3 , though, did you begin to suspect that there 
1 2  Q And he was new? 1 2  was something wrong with Arete or Snisky? 
13  A I hadn't met him before. I don't know how 1 3  A No, I d id  not. 
14 new he was, between the March meeting, and the 14  Q What was the first indication that 

December meeting. 1 5  something had gone badly or -
1 6  The other notes down here are the notes 1 6  A The phone call from Agent Loecker. 

1 7  about the Qrobe site, that kind of stuff about the 1 7  Q And at that point were you learning some 

1 8  privacy. And the other 3 1 9, same thing, notes 1 8  information for the first time? 

1 9  about the Mozi l la and subtracting and all that 1 9  A Oh, yes. 

2 0  uff 2 0  Q After the call from Agent Loecker, did you 

2 1  Q And, again, if I 'm understanding your 2 1  reach out to Snisky or Doug Scott? 

2 2  testimony correctly. The notes that you took on 2 2 A You know, l tried -- yes, wel l ,  Doug Scott 

2 3  Exhibit 36 reflect statements that Mr. Snisky made 2 3  in particular because he was my go-to guy .  I 


to you that were consistent with the same kind of 2 4  wanted to know what was going on. I told Doug, you 

2 5  statements h e  made to you i n  March o f  2 0  1 2? 2 5 

Page 14 

1 A Yes. 1 
2 Q At some point you question the legitimacy 2 
3 of the A rete investment and sort of the legitimacy 3 
4 of Mr. Snisky; i s  that correct? 4 
5 A I bel i eve that, yeah, that was in  5 
6 patiicular at the March meeting. 6 
7 Q Wel l ,  but I 'm saying, as you get into 20 1 3 ,  7 
8 at some point you begin to become concerned about 8 
9 Snisky and Arete. 9 

1 0  A Doug, and I -- yes. 1 0  
1 1  Q Why did that happen? 1 1  
1 2  A Because an interest payment d idn't show up, 1 2  
1 3  but as it turns out, i t  was there. 1 3  
1 4  Q And d id you d iscuss that with Doug? 1 4  

know -- I don't know. I think he was unaware until 

Page 144 

I to ld  h im.  
As the  sequence was, I was  putting on a 

c lass at Grand Valley for the conservative 
investors, and I get a call before the c lass statis 
from Jerry Be land. And he said I got a cal l  from 
thi s  IRS agent about the Arete, and you know, I 
thought I was going to have a heati attack. 

And so I cal led, at that point I cal l ed 
Doug. I said, Are you aware of this? The sequence 
is a l i tt le vague, but I remember th is .  And so he 
wasn't. He said he would find out. 

He called me back some time before 9 
o'clock that n ight. I 'm thinking at the break. I 
don't remember, and he said, Gary said that, no, 

1 5  A Oh, yes. 
 that's not true.  

1 6  Q Okay. What d id he have to say? 1 6  
 He said the m oney's in the account. Talked 


about -- because Agent Loecker said that the 
A He -- he -- yeah, he was the one that 

1 8  brought it up, and you know, I mean that -- what 
1 9  happened? Wel l ,  it was there. I t  just wasn't 
2 0 credited properly .  
2 1  Q And was this for an individual? 
2 2 A No.  I t  was for individuals. I t  was a 
2 3 payment, I believe it was an October payment. 
2 4  Q Okay .  But it related to a l l  your 

1 8  accounts were frozen or seized or whatever. That's 
1 9  what he told Jerry . And he said Gary said, no, 
2 0 that's not true .  
2 1  So  I sa id ,  Okay. Let's find out what's 
2 2 going on. Doug Scott knew th i s  girl in Stockton 
2 3 that had had some business dealings with Gary. I 
2 4  said, why don't you cal l  her up because apparently 


2 5 
 investors? 
 she to be  an investment advisor for 
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1 G ary's firm, too. I don't know what the synergism 1 A Not s ince then, no. And sho1ily thereafter 
2 was there. And he -- Doug then said we' l l  contact 2 I didn't talk to Doug Scott either. 
3 her and see if she knows anyth ing. 3 (Telephone interruption.) 
4 Q What was her name? 4 BY MR. MARTIN : 
5 A I don't know. 5 Q Did you ever communicate with Snisky s ince 
6 Q Okay. 6 early 20 1 3  in any form, an e-mail or any way? 
7 
8 

A Doug said it, but I have no idea. And I'm 
pretty sure it was Stockton. I wouldn't bet on it, 

7 
8 

A Let me -- I 'm sorry -- I d id miss 
something. I did talk to Snisky. J did talk to 

9 but I 'm pretty sure. So I went -- after the 9 him, totall y  forgot about that. After Doug -- Doug 
1 0  c lass -- went back to my office. And I told  Jerry 1 0  gave me his direct l ine, and I called him. Now, it 
1 1  when I talked to h im.  I ' l l  stop and see you 1 1  could have been -- it  could have been the night 
1 2  tonight. 1 2  after Jerry Beland call ed, the sequence is a l ittle 
1 3  I dropped m y  stuff at the office and 1 3  confusing in my mind. 
1 4  checked my voicemai l ,  and there's a message from 1 4  Q It's al l right in that same peri od? 
1 5  Marcia Fortuna. And s o  I thought, wel l ,  I 've got 1 5  A Yes. Yes. And I talked to Gary, and he 
1 6  to go see Jerry . So I went to see him, and talked 1 6  was -- I don't know, maybe he was at home. They 
1 7  about what went on, and had no idea, h im and Laura 1 7  were going to have supper and he says, no, 
1 8  to ld m e  about the conversation. 1 8  everything's fine. And he assured me or reassured 
1 9  Went back to the office. I t  was maybe 1 0  1 9  me, then subsequent to that, I believe, Doug Scott 
2 0  o'c lock, and I knew I had to cal l Marc ia. I know 2 0  talked to him. 
2 1  she goes to bed at 9 :00, but i t  d idn't make any 2 1  Q And by fine, what did he -
2 2  d ifference. This i s  way, way, too serious. So I 2 2  A I 'm sorry. 
2 3  cal led her, and she confirmed what Jerry said. 2 3  Q What did he tel l you exactly? 
2 4  And accord ing to Agent Loecker, they had 2 4  A He said his accounts were not seized, that 
2 5  recovered 5 0  o r  s o  o f  the and it 2 5  he checked and know, they're -- he has access 
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1 was -- excuse me -- I have got to stand up for just 1 t o  the accounts. 
2 a second. 2 That Al l i son and his wife -- my 
3 She said that Agent Loecker said that the 3 understanding was that Al l i son and his wife were 
4 accounts were frozen. So Doug sends me this  4 trustees on that account so he couldn't touch the 
5 e-mai l .  No, he calls me. I send him an e-mai l .  5 money. That was one of the reasons for setting up 
6 The next day, anyhow, Doug cal l s  and he says Gary 6 that checking account or that trust account so he 
7 wants to do -- Gary wants to do a conference call .  7 could have no access to that money. They would  
8 And he had talked to Gary the n ight before, and he 8 have to  authorize any checks or withdrawals. 
9 said - l think I must have sent you the e-mai l  9 Q All right. I want to go back to a s l ightly 

1 o because I sent in al l  that stuff. 1 o different topic. I want to talk about your 
1 1  He talked to Doug and prayed on the phone 1 1  deal ings with Summit Trust prior to Arete. It's my 
1 2  for about an hour. Doug -- I'm sorry. Doug Scott 1 2  understanding that there was an investment through 
1 3  talked to Gary and they prayed o n  the phone for an 1 3  Summit Trust call ed the Rampart Fund? 
1 4  hour. And h e  says, 1 believe he's tel l ing the 1 4  A That's true. 
1 5  truth. 1 5  Q What's the Rampart Fund? 
1 6  And then I don't remember how -- was it 1 6  A It's an individual -- it's a pl atform -
1 7  after I talked to Marcia, and I got that message 1 7  not a platform -- it's an offering that they do 
1 8  from Doug. And then I sent Doug an e-mai l and said 1 8  depending on what they have available that they can 
1 9  he's lying. 1 don't know the exact sequence. 1 9  offer through Rampart for self-directed I RAs. 
2 0 And Doug got back to me, and we had some 2 0 Q Okay. And who is  Rampart or what i s  
2 1  conversation. Then Doug -- after that said, Gary, 2 1  Rampart? 
2 2  we're going to do a conference call with you, Gary, 2 2  A They are Rampart. Rampart is wholly owned 
2 3  and I .  I said, I have no interest in talking to 2 3  by Summit Trust or was. 
2 4  him. And that was the end of that. 2 4  Q So it's their -- Rampart is their offering? 
2 5 Q Did you ever talk to him? 2 5  A Uh-huh. 
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1 Q Is that a yes? 1 h i s  c l ients. 

2 A I 'm sorry, yes. That's a yes. 2 Q There's another investment called Capital 

3 Q Okay. And so whatever are the underlying 3 W indow? 

4 investments in Rampart is sorted out and figured 4 A Yes. 

5 out by the Summit Trust people and they put 5 Q And what was that investment? 

6 together that offering? 6 A That's a private offering. 

7 A That's correct. 7 Q Okay. Through Summit Trust? 

8 Q And I take it that they offer a certain 8 A Summit offered it, yes. 

9 return and certain bells and whistles? 9 Q And Capital Window is  its own entity? 


1 0  A That's correct. 1 0  A Yes. 

1 1  Q And what are those representations that 1 1  Q And who's the principal of Capital Window? 

1 2  they made related to Rampart? 1 2  A Thomas Carter, I bel ieve. 

1 3  A The return? 1 3  Q Was that also a set investment with an 

14  Q Yes. 1 4  annual return -  


1 5  A Depends on the duration. It was -- depends 1 5  A Yes. 

16  on whether, you know, how many years, and it was 6, I 1 6  Q -- s imilar to Rampm1 -


17  6 -- it was 7, 8 or 9 or 1 0. It depends on the 1 7  A Yes. 

1 8  duration. 1 8  Q -- and so fot1h? 

1 9  Q Percent? I 1 9  A Yes. 
 .2 0 A Yes, percent, per year. I 2 0 Q Okay. And dtd you understand what the 

2 1  Q And were your cl ients in Rampart? I 2 1  underlying investments in Capital Window were? 

2 2 A Yes. I 2 2 A It was an investment in their business, 

2 3 Q And did they receive their funds? 1 2 3 for, I think, a three or four-year period. I don't 

24 A Yes. I 2 4  remember  offhand. 

2 5 Q Did Rampart successfully provide or run its I 2 5 Q And what was the business? 
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1 course? 1 A Their business is evaluating other 
2 A Yes. 2 businesses that would approach them, and they would 
3 Q And was it a tive-year program or -- 3 put them through -- they charge a fee, I believe, 
4 A lt's all done. Everybody got their money 4 it was $25,000. 
5 back, so whoever had whatever. 5 Q Okay. 
6 Q Got their money back, including interest? 6 A For evaluating the business, if they had a 
7 A Yes. 7 viable business opportunity to offer -- to private 
8 Q And were there some unusual circumstances 8 equity firms to get money to fund their offering. 
9 to the wrap-up at Rampat1? I have seen some 9 Q Okay. Did any of your clients ever not 

1 0  documentation that suggests that there were some 1 o receive funds when they were due from Capital 
1 1  mi ssed payments, and then there was payments made 1 1  Window or Rampart? 
1 2  
 1 2  A No. The Rampart -- no, everybody received 


A Oh, you're talking from Maryann, my 13 theirs. Capital Window, is I think is -- no, as 

1 4  assistant. 14  


Q Yes. 

far as I know they've been okay. 


Q Stil l  ongoing? 

1 6  A Yeah, she kept track of all that, made sure 1 6  A Yeah. 
1 7  she did that, too, for mutual funds. When we had 1 7  Q Okay. 
1 8  mutual funds. She's really very good at that, that 1 8  MR. MARTIN : Let's go off the record at 


and made sure that everything was i n  order. And 1 9  1 2 : 1 0. 
she caught a discrepancy, and they took care o f  it. 2 0 (Recess taken from 1 2: 1 0  to 1 2  : 1 6  p.m.) 


2 1  It's j ust that whatever happened between 
2 2  Summit. Unless -- I don't know what Revzon cal ls 
2 3  his organization, but Revzon does reporting. He's 
2 4  the repot1ing service for about 300 banks o r  so, 
2 5  and trust And Summit Trust is one of 

2 1  BY MR. MARTIN : 
2 2  Q Let's go on the record at 1 2  : 1 6  p.m. 
2 3  While we were off the record there were no 
2 4  substantive conversations between the staff and the 
2 5 witness or his counsel ;  is that correct? 

3 8  ( Pages 1 4 9  t o  1 5 2  ) 
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1 A That's correct. 1 
2 Q Okay. Mike, at any time did you tel l any 2 
3 of your cl ients or investors that you personal ly 3 
4 had invested in Arete? 4 
5 A No, I di dn't. 5 
6 Q Did you ever tell any of them that you 6 
7 intended to invest in Arete? 7 
8 A No. 8 
9 Q Okay. Other than counsel ,  have you spoken 9 

1 0  with anyone regarding this  investigation? 1 0  
1 1  A Probably my secretary. 1 1  
12 Q Okay. 1 2  
13 A I know I mentioned it to Kevin, Kevin 1 3  
14 Brown, um, but no, in discussing -- what am 1 going 1 4  
1 5  to discuss? 1 5  
16 Q But what did you di scuss with Mr. Brown? 1 6  
17  A Just knowing that he's coming i n  and I'm 1 7  
1 8  coming in, and apparently the other day h e  told 1 8  
19  me -- I don't know when i t  was, end of  spring, I 1 9  
2 0 guess, that Agent Loecker and somebody else came 2 0 
2 1  and interviewed him, but that's pretty much it. 2 1  
2 2  Q Okay. And have you -- other than counsel, 2 2  
2 3  have you spoken with anyone regarding your 2 3  
24  appearance here today? 2 4  
2 5  A Wel l ,  let m e  back a l ittle bit. 2 5  

Page 154  

1 Q Sure. 1 
2 A Okay. Because -- yeah -- discussing this 2 
3 investigation. 3 
4 Q Uh-huh. 4 
5 A Obviously, Kevin Brown and I talked about 5 
6 what was going on when al l this stuff started 6 
7 happening. 7 
8 Q Right. 8 
9 A So yes, we discussed it then. But the rest 9 

1 0  of it pretty much no -- my secretary knows I 'm 1 0  
11  here. Kevin Brown knows I 'm here, and my  chi ldren 1 1  
12  know I 'm here. 12 
1 3  Q All right. More importantly, have you 13  
14 discussed with anybody what your testimony would be 14 
1 5  today? 15 
16  A Other than counsel? 16 
1 7  Q Right. 17 
1 8  A No. 18  
1 9  Q Okay. Anyone suggested what your testimony 19  
2 o should be today? 20  
2 1  A No. 21  
22  Q Okay. Have you seen a transcript or digest 22  
2 3 or summary of the testimony of anyone else who's 23  
24  testified i n  this investigation? 2 4  
2 5  A 1 have no clue who's testified, no, I 2 5  

haven't. 
Q And other than Mr. B rown, do you know 

anyone else who's been subpoenaed or testified in 
this investigation? 

A No. 
Q Have you d iscussed w ith anybody what their 

testimony would be or should be? 
A No. 
Q And have you d iscussed your testimony or 

past or proposed testimony w ith other w itness w ith 
any intermediary? 

A No. 
MR. MARTIN : Mr. Martin, at this point 

we're going t o  adjourn testimony to a date 
uncertain. I f  we need you, we' l l  contact counse l. 
In that event, what I would imagine i s  we would be 
very spec ific about our questions and l ikely be 
able to hand le it by phone or in some other 
exped ient fas h ion. 

And I want to rem ind you, that although 
your testimony is  adjourned, you do remain under 
subpoena. 

And I ' l l  ask counsel i f  you w ish to ask any 
c larify ing questions at thi s  time. 

MR. M ILLER: Just a 

Page 1 5 6  

Thank you for the opportunity. 
BY MR. MILLER: 

Q Mr. Tomich, as you sit here today, do you 
believe that you told your clients that you would 
be receiving a commission related to the Arete 
offering? 

A I believe I told them I was getting -
getting paid, yes. 

Q Earlier it was mentioned that the name 
Bernie Mad off came up at the meeting concerning 
Arete suggesting that is this a scam or not. 

Did you bel ieve that Arete was a scam? 
A Not ever. 
Q And why did you not believe that when the 

name Madoff came up? 
A As I mentioned earlier, the meeting was 

convincing, the material and the evidence that they 
presented was convincing. 1 had absolute faith 
that Doug and I, Doug Scott and I ,  had a relationship 
that went back some years. 

And the fact that he was involved in this, 
you know, 1 had no knowledge of Doug doing anything 
that would be stupid or foolish. And based on 
that, you know, with the other evidence at that 
meeting, it just seemed to me, and the stuff I 
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1 could do a s  far a s  ascerta in ing that the government 
2 bond was, you know, was a government bond, a 
3 G innie-Mae bond. No, I h ad no reason to bel ieve 
4 anything other than it was legit imate. 
5 Q Okay. That's a l l  I have. 
6 MR. MARTIN: Let's go off the record at 
7 1 2 :2  1 p.m., on November 20, 20 1 3 .  
8 (Whereupon, at 1 2 :2 1 p .m . ,  the hearing was 
9 concluded.) 

* * * * * 1 0  

1 1  

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

1 8  

1 9  

2 0  

2 1  

2 2  

2 3  

1 UN ITED STATES S ECURITIES AN D EXCHANGE 

2 REPORTER'S CERTIFICATE 

3 

4 

5 I, Theresa L. Mendez, RPR, Registered 

6 Professional Reporter, hereby certify that the 

7 foregoing transcript consisting of 1 5  8 pages is a 

s complete, true, and accurate transcript of the 

9 testimony indicated, held on November 20, 20 J 3. In 

1 o the Matter of ARETE. I further certify that this 

1 1  proceeding was recorded by me, and the foregoing 

1 2  transcript has been prepared under m y  direction. 

1 3  

1 4  DATE: December 3 ,  20 1 3  

1 5  

1 6  

1 7  Official Reporter: 

1 8  

1 9  Theresa L. Mendez, RPR 

2 0  

2 1  

2 2  

2 3  

2 5  2 5  

1 
2 
3 
4 
5 
6 
7 

8 
9 

1 o 
1 1  
1 2  
1 3  
1 4  
1 5  
1 6  
1 7  
1 8  
1 9  
2 0  
2 1  
2 2  
2 3  
2 4  
2 5  

PROOFREADER'S CERTIFICATE 

In the Matter of: A RETE, LLC 

Witness: Mark S .  Tomich 

File N umber: D-033 2 1 -A 

Date: Wednesday, November 20, 20 1 3  

Location: Denver, Colorado 

This is to certify that I, Don R. Jennings (the 

Page 1 5 8  

undersigned), do hereby swear and affirm that the attached 

proceedings before the U.S.  Securities and Exchange 

Commission were held according to the record and that this i s  

the original, complete, u·ue and accurate transcript that has 

been compared to the reporting or recording accomplished at 

the h aring. 

(Proofreader's Name) (Date) 

4 0  ( Page s 1 5 7  t o  1 5  9 )  


DIVISION EXH. 3 




 
 

 

:15 

b3 b4 i25 

r I : 
L 

I 

lis I 

l ?1 

 

20 
22 

25 

li2 

1 90 

1


Page 1 i

I 


UNITED �TATES SECURITIES AND EXCHANGE COMMJSSJONI 1

2
I


In the Matter of: 3 

) File No. D-03321-A 4 


ARETE, LLC 
 5

6 


WITNESS: Kevin Charles Brown 

PAGES: !through 230 8
7 


PLACE: Securities and Exchange Commission 9 

Dtnver Oftict 
 10

180 I California Str<:et, Suite 1500 11 

Dcnwr, Colorado 80202-2648 12 


DATE: Wednesday, December 4, 2013 13

114
! 

The above-entitled matter came on for hearing, 


pursuant to notice, at 8:31 a.m. 116
!
17 

hl1s

9 


Page 3 
C O N T E N T S  

WITNESS EXAMINATION 

Kevin Charles Brown 5 


EXHIBITS DESCRIPTION IDENTIFIED 
43 1 0/9/ 1 3  Kevin Brown Subpoena AT/DT 8 

44 7/9/ 1 3  Summit Trust SOT 1 2  

45 8/ 1 4/ 1  3 Summit Production Letter 1 3  

46 Background Questionnaire 1 7  

47 5/ 1 4/ 1 2  E-Mail Re: Anne Savage 90 


Account 
48 3/28/ 1 3  E-Mail Re: Helen Westover 94 

49 4/2/ 1 2  Voonnan Docs (Summit) 1 32 

50 6/20/ 1 2  Scott/Summit Consultation 1 57 


Agreement 
5 1  1 /5/ 1 3  E-Mail Re: Screen-shots 1 62 


53 7/1 1 1 2  Group Summit, LLC, 
52 2/9/ 1  2 E-Mail Re: Follow Up 1 84 


120
121

li22 

Din.>rsi1icd Reporting Services, Inc. 

(202) 467-9200 

Page

1 APPEARANCES : 

2

3
4 On behalf of the Securities and Exchange Commission: I 

5 JOHN C. MARTIN, ESQ. I 5

6 JAMES A. SCOGG INS, ESQ. i 6


7 Division of Enforcement 

8 Sec urities and Exchange Comm ission 8

7 

9 Denver Regional Office } 9


!10
I


Contribution Agreement 

54 7/8/ 1 2  Kieras Documents 


Summit Example 

55 I /22/ 1 3  E-Mail Re: Arete Fees 


C 0 N T  E N  T S (CONT.) 

EXHIBITS DESCRIPTION 
56 9/4/ 1 2  E-Mail Re: Cornerstone 

Financial 
57 5/3 1 / 1 2  E-Mai l Re: Arete 

1 94 


202 


IDENTIFIED 

2 1 0  


2 1 9  


10 1 80 1  Cal ifornia Street, Suite 1 500 

11

12 


n 

13 

Denver. Colorado 80202 

(303) 844- 1  1 05 


13

14 '114

15 On behalf of the Witness: 115

16 PAUL R. TYNDALL, ESQ. !16

17 The Law Offices of Paul R. Tyndall il7

18

19 
 119
l20
1


122

1I
23

l24
125 


1 (Pages 1 to 4 )  

DIVISION EXH. 4 


21 
23 
24 



6 A Yes, I have. 

13 

1 9  

23 

25 

Page 5 

1 P R O C  E E D I N G S  1 
2 MR. MARTIN : Let's go on the record at 2 
3 8 : 3  1 a .m. ,  on December 4th, 20 1 3  . 3 
4 Whereupon, 4 
5 KEVIN CH.ARLES BROWN 5 
6 was called as a witness and, having been fi rst duly 6 
7 sworn, was examined and testified as follows: 7 
8 EXAMINATION 8 
9 BY MR. MARTIN: 9 

10 Q Okay. Please state and spell your ful l  10 
11 name for the record. 11 
12 A Kevin Charles B rown, it's K-e-v-i-n, 12 
13 C-h-a-r-1-e-s, B-r-o-w-n. 13 
14 Q Okay. My name is John M artin, and with me 14 
15 today is Jay Scoggins. We are officers of the 15 
16 Commission for the purposes of this proceeding. 16 
17 This is  an investigation by the United 17 
1 8  States Securities and Exchange Commission in the 18 
19 matter of Arete, LLC, D-33 2  1 ,  to determine whether 19 
2 0 there have been violations of certain provis ions of 2 o 
21 the Federal Securities Laws; however, the facts 21 
22 developed in this investigation might constitute 22 
23 violations of other federal or state civi l  or 23 
24 criminal laws. 24 
25 Prior to the of the record, 25 

Page 6 

1 were provided with a copy of the formal order of 1 
2 investigation in this matter, which is this ;  it wil l  2 
3 be available for your examination during the course 3 
4 of the proceeding. Mr. Brown, have you had an 4 
5 opportunity to review the formal order? 5 

Page 7 

-- Road, Suite 237, Wilmington, North Carolina, 
28409. I am the law firm of-- The Law Offices Of 
Paul R. Tyndal l .  

MR.  MARTIN : Okay. And, counsel -
MR. TYNDALL: Phone number -
MR. MARTIN: Go ahead. I 'm sorry. 
MR. TYNDALL: Phone number, 9 1  0-232- 1 733  
MR. MARTIN:  Thank you. 
And, Counsel, are you representing 

Mr. Brown as his counsel today? 
MR. TYNDALL:  Yes, I am. 
MR. MARTIN : Okay. 
BY MR. MARTIN : 

Q Just a couple of housekeeping matters. 
If you want to go off the record, please 

advise me of your desire to do so, and I ' l l  decide at 
that time whether to ask the reporter to -- to do so. 
The reporter wil l  not go off the record at you or 
your counsel's request. 

Having said that, if you need to use the 
restroom, or get a drink of water, or whatever, j ust 
let me know and we'll go off the record. 

Let me also advise you that after the 
staff has finished its questioning, your counsel wi l l  
have the opportunity to ask you questions for the 

Page 8 

purpose of clarifying your testimony. 
I ' l l  be asking you a number of questions 

today . If you do not understand or do not hear any 
question, please let me know, and please allow me to 
complete the question before you begin your answer so 

7 
6 that we are both not speaking at once. And please 
7 answer audibly. Shakes of the head or nods, and so 
Q 
 Okay. And prior to the opening of the 


8 record, you were provided with a copy of the 
9 Commission's supplemental information form. A 

10 of that notice previously was marked as Exhibit 
11 No. 1 .  Have you had an opportunity to read 
12 Exhibit No. 1 ?  

8 forth, don't show up on the record, so -
9 Also, please do not assume or infer 

10 anything from our questions. If we ask whether an 
11 event happened or someone did or said something, do 
12 not assume that this occurred or that we believe it 

14 
did. We are simply attempting to ascertain whether 

or not you have any information relevant to the 


13 A Yes, I have. 
14 Q Okay. Do you have any questions 

15 concerning this notice? 15 investigation. 
16 A No, I do not. 16 MR. MARTIN: And, Paul, I'll hand you sort 
17 Q Okay. Mr. Brown, are you represented by 17 of a courtesy copy throughout, and I need them back 
18 counsel today? 18 as we go along, and -

20 
19 A I am . 

Q Okay. 

MR. TYNDALL: Okay. 

MR. MARTIN :  All right. 


21 MR. MARTIN :  Counsel, please identify 21 MR. TYNDALL: Sure. 
22 yourself  name, firm name, address and phone 22 (SEC Exhibit 43 was marked 


for identification.)  

BY MR. MARTIN: 
24 

23 please. 
MR. TYNDALL: Yeah. My name is Paul 

25 Tyndall. My address is 609A Piner Road -- P-i-n-e-r Q Kevin, this is a copy of the cover letter 
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1 and the subpoena -- testimony subpoena and 1 
2 subpoena marked as Exhibit No. 43. I s  this a copy of 2 
3 the subpoena by which you're appearing here today? 3 
4 A Yes, I bel ieve so. 4 
5 Q Okay. And obviously -- 5 
6 MR. TYNDALL :  For c larification. We -- 6 

7 are we here in response to the July subpoena or this 7 
8 subpoena? 8 
9 MR. MA RTIN :  Wel l, the October subpoena is 9 

1 o the subpoena by which you're here today, and we 1 o 
11 obviously agreed to move the testimony today -- to 11 
12 today's date; is that correct? 12 
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A -- yeah. 
Q What's her name. 
A It's J-u-t-t-a, last name i s  

T-a-r-d- i-f-f. It's Jutta Tardiff. 
Q Okay. And she's your administrative 

assistant? 
A Yes .  
Q Okay. Does she have any other role  in the 

offi ce? 
A Just th ings l ike answering phones, general 

secretarial/receptionist type duties .  
Q Okay. And you said the search inc luded 

14 
A Yes. 


MR. TYN DALL: Yes. 
 14 
e lectronic  documents; d i d  i t  also inc lude e-mails? 


A Yes .  

15 BY MR. MARTIN : 15 Q Okay. D o  you have a server in  your 
16 Q Okay. All right. 16 office? How do  you hand le  your e-mail? 
17 Al l  right. I ' l l  take that back. Thank 1 7  A I don't think we have a physical server in 
1 8  you. 1 8  

2 0 

the office at th is  point .  I th ink we're on the 

Or, actually, I want you t o  hang onto that 1 9  cloud.  

for right now, if you would .  2 0 Q Okay. And,  obviously ,  you searched the 
21 A Mm-hmm. 21 c loud for e-mai ls ;  i s  that correct? 
22 Q The document subpoena portion ofthis 22 A Correct. 
2 3 
2 4 
2 5 

subpoena calls for the production of certain 
documents. Have you tendered to the staff al l 
documents cal led for by the subpoena? 

2 3 
2 4 
2 5 

Q Okay. D o  you also back up your e-mai ls in 
the office, other than on  the c loud? 

A I don't think so ,  not other than on  the  

1 A I believe I have. 

Page 10 

1 cloud. 
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2 
3 

Q Okay. And are there any -- wel l ,  please 
describe the search that was conducted for the 

2 
3 

Q Okay. I also want to hand you -- and hang 
onto that, ifyou would. 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
1 8  
19 
20 
21 
22 
23 
24 
25 

subpoenaed documents. 
A We searched our computer records and we 

searched al l  physical fi les for all c l ients and -
and anything else we might have had on -- on Arete. 

Q Okay. 
A So, it was both computer and -- and 

physical fi les .  

Q Okay. And who's "we" ? 
A Myself, Theresa Le -- that's L-e -- in 

our Las Vegas headquarters office, and Les Revzon --

that's R-e-v-z-o-n -- who i s  our compl iance officer. 

Q Okay. What's -- what's Ms. Les' position? 
A At this point, she's v ice president of 

Summit Trust Company. 

Q Okay. Do you have an administrative 
assi stant of any so1i? 

A I do, yes. 

Q Okay. And d i d  your administrative 
assistant help you in this search for documents? 

A I'm sure she helped me by retrieving fi les 
and that sort of thing -

Q Okay. 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
2 0  
21 
2 2 
2 3 

2 4 
2 5 

(SEC Exhibit 44 was marked 
for identification.) 

BY MR. MARTIN: 

Q I'm going to hand you what's been 
identified as Exhibit 44. Exhibit 44 is the document 
subpoena that we issued to Summit Trust Company. And 
do you recognize Exhibit 44 and the cover letter? 

A Yes, I do. 

Q Okay. And have you tendered to the staff 
all documents called for by the subpoena that was 
issued to Summit Trust Company? 

A Yes, I bel ieve I have. 

Q Okay. And did you engage in the same 
search for those documents that you described for the 
personal documents? 

A Yes. 

Q Okay. And in regard to either Exhibit 44 
or 43, have you withheld any documents called for by 
the subpoenas based on any claim of privilege? 

A No, I don't think so. 

Q Okay. And were any documents called for 
by either subpoena not produced for any other reason 
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1 7  
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1 5  
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1 than privi lege? 

2 A No.  

3 Q Okay. And do  you know of any documents 

4 responsive to these two subpoenas but not provided, 

5 that were in your possession at a prior time, or that 

6 were lost, destroyed or otherwise d isposed of? 

7 A No, I do not. 

8 Q I ' l l  take those back. Thank you. 

9 A Both of these? 


Page 1 5  

1 that was within the scope of our role as-- as--

2 acting as  custodian. 

3 Q Okay. And we'll get into that in more 

4 detail. I just wanted to make sure I understood what 


5 you meant by-- by "sponsor" in the context of this 


6 letter. 


7 A Okay. 


8 Q So-- and-- and, obviously, Exhibit 45 

9 covered the production made by Summit Trust Company; 

1 1  (The Witness passes Exhibits 43 

1 o is that correct? 

1 1  A Yes. 

1 2  and 44 t o  Mr. M miin . )  1 2  Q Okay. All right. I'll take that. 

Q Thank you. 1 3  (The Witness passes Exhibit 45 

1 4  A Mm-hmm.  1 4  to Mr. Martin.) 

1 5  ( SEC Exhibit 45 was marked 15 Q Thanks. 

16 for identification.) 16 MR. MARTIN: And, Paul I 'll take these, 

B Y  MR.  MARTIN: 1 7  too, get them out of the way, because we're going to 

1 8  Q Kevin, I'm going to hand you what's been 1 8  end up with--

identified as Exhibit 4 5 .  Exhib it 4 5  is a two-page 
 BY MR. MARTIN: 

2 0 letter d ated A ugust 1 4th, 20 1 3 .  Do you recognize 2 o Q In  regard to the documents maintained by 

2 1  Exhibit 45? 2 1  Summit Trust Company, who-- who controls and has 

2 2  A I do .  2 2  access to those documents at the company? 

2 3 Q Okay. And what is it? 2 3 A Well, I do in -- in my office in Colmar. 

2 4  A This is a letter from m e  to the SEC in 2 4  Q Mm- hmm. 

2 5 2 5 A we would have copies of almost 

Page 1 4  Page 1 6  

1 Q Okay. And is that your signature on the 1 everything in Las Vegas as wel l .  
2 seventh - - second page? 2 Q Okay. 
3 A Yes. 3 A And they should have access to documents 
4 Q Okay. Great. 4 at Revzon's office,  which is in Massachusetts. 
5 And I just want to draw your attention to 5 Q Okay. 
6 the body of the Jetter on the first page. And at the 6 A So, really, a l l  three locations should 
7 bottom of the page, I just want to make sure I 7 have access to almost everything. 
8 understand what you're articulating there. 8 Q Okay. Is there anything that any one of 
9 

1 o 
It says, "Summit Trust Company was not a 

sponsor of CMG Offering 5 or CMG Offering I 0," and 

9 

1 0  

those locations would  not have access to? 
A It's possible that they may not have a 

1 1  just want to make sure I understand what you mean by 1 1  copy of-- of -- of an item. But if there is an item 
1 2  that. 1 2  there, it would b e  at -- at one o f  those locations at 
13 A Well, what I mean by that was our role, as 1 3  least, i f  not two or three. 

far as Aretc was concerned, was just to act as Q Okay. And when you say "an item," d o  you 

custodian for the accounts. We did not promote 1 5  mean an e lectronic copy, a hard copy, both? I 'm 

16 Arcte, we did not offer i t  to anyone. Our-- our 1 6  trying to  get a sense of that. 

1 7  scope and -- and our duties was limited to just that, 1 7  A Either/or. 

18 as being a custodian. 1 8  Q Okay. And just to b e  clear, you have an 


Q Okay. And so, what-- what do  you mean by 1 9  office i n  Colmar, Pennsylvania; is that correct? 
2 o "sponsor" there? What's -- I'm just trying to get at 2 0 A Yes. 

2 1  the definition there. 2 1  Q Okay. And that's outside of Ph iladelphia? 

2 2  A I t  means we didn't-- we didn't offer it 2 2  A I t  is. 

2 3  to any clients, we didn't promote it, we didn't pass 2 3  Q Okay. And then you have an office i n  Las 

2 4  merit o n  it, we didn't d o  due diligence o n  the 2 4  Vegas? 

2 5 investments themselves; none of that was-- none of A Correct. 
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1 Q Okay. And that's Las Vegas, Nevada? 
2 A Right. 
3 Q Okay. And then Les Revzon is in 
4 Massachusetts; is that correct? 
5 A It is correct. 
6 Q And what town in Massachusetts? 
7 A H ingham, H- i- n- g- h- a- m. It's a-- I guess 
8 it's a suburb of Boston, but it's near Boston. 
9 Q Okay. And he works from that location? 

1 0  A Yes. 
1 1  MR. TYNDALL: His actual address, I 
1 2  is Marshfield. 

1 

2 

46 and ask you a few particular questions. 
A Sure. 

Page 1 9  

3 

4 

5 

6 

7 

8 

Q The residence that you identified on the 
second page-- and-- and I'll -- I'll reference the 

-- the paragraph numbers here. So, I'm looking at 
Paragraph 14, on Page 2 -- you list 1 

is that your home address? 
A Yes. 

9 

1 0  
Q 
A 

Okay. And do you own that home? 
Yes. 

1 1  

1 2  
Q Okay. Well, does the bank help you own 

that home? 
MR. BROWN: Oh, is it Marshfield? 1 3  A Yes. 

1 4  MR. TYNDALL: Marshfield. 1 4  Q Okay. And what's-- what's your current 
1 5  MR. BROWN: Okay. 1 5  equity in that home? 
1 6  MR. MARTIN: Okay. 1 6  A Probably around 200,000. 

BY MR. MARTfN: 1 7  Q Okay. Do you own any other real property? 
All right. Any other locations for Summit A No.1 8  Q 

Trust Company? Okay. The offices of Summit Trust Company Q 
2 0  A No. 2 0  in Colmar, the physical building, itself, is owned by 
2 1  Q Okay. 2 1  whom? 
2 2  (SEC Exhibit 46 was marked 2 2  A Holmes & Murray, H-o-1-m-e- s, ampersand, 

for identification.) Murray, M- u- r- r- a- y. 
BY MR. MARTIN: 2 4  Q Okay. So do you lease from them? 

what's been 2 5  A We-- we do. We rent. 

Page Page 2 0  

1 identified as Exhibit 46. Exhibit 46 is a multi- page 1 Q Okay. And the property in Las Vegas is--
2 document, with the heading "Background 2 who owns that property that Summit Trust Company 
3 at the top, and then the date of 1 0/2 1 /20 1 3  and your 3 occupies? 
4 name . Do you recognize Exhibit 46? 4 A I believe it's a company called Winner--
5 A I do. 5 W- i- n- n- e- r-- Properties. 
6 Q And what is it? 6 Q Okay. And do you lease in Las Vegas, too? 
7 A It's a Background Questionnaire that -- 7 A We do. 
8 that was sent to me to be completed and returned. 8 Q Okay. And I want to draw your attention 
9 Q Okay. And throughout the Background 9 to Page 3 and number-- Paragraph 1 6  , and you 

1 0  Questionnaire, is this your handwriting? 1 o identify your salaries for the last three years. I 
1 1  A Yes, it is. 1 1  notice that, in 2010, your salary was 91,000, and 
1 2  Q Okay. And I'd like you to review 1 2  then by 2012, it's 237- plus- thousand; is that 
1 3  Exhibit 46, if you would. And as of today's date, 1 3  accurate? 
1 4  which is December 4th, 20 1 3, I'd like you to confirm 1 4  A Correct. 
1 5  for me that the information in this questionnaire is 1 5  Q Okay. What's the-- what's the reason for 
1 6  accurate and complete. 1 6  the fairly dramatic increase over a couple of years 
1 7  (The Witness reviews Exhibit 46.) 1 7  in your salary? 
18 A Yes, I -- I believe everything on here is 1 8  A Well, frankly, I-- I was underpaid in 
1 9  still correct and accurate. 1 9  2010 .  
2 0  BY MR. MARTIN: 2 0 Q Okay. Well -- and -- but you were still 
2 1  Q Okay. So it's still-- it is accurate and 2 1  at Summit Trust Company at that time; is that 
2 2  it is complete as of today's date? 2 2  correct? 
2 3  A Yes. 2 3 A Correct. 
2 4  Q Okay. Thank you. 2 4  Q Okay. What's the-- what makes up your 
2 5 I just want to work my way through Exhibit 2 5 salary that you've identified in -- in 16; 
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2 4  

13 

1 is it a-  a straight salary paid to you or is it 

Page 21 

1 
2 commissions, fees? 2 
3 A It's mostly salary, and it's actually for 3 
4 Summit Trust Company and Brown Investment Advisors 4 
5 Q Ok . 5 
6 A -- both --they're combined. There are 6 
7 some -- there are some fees, not -- it's mostly 7 
8 salary, though. 8 
9 Q Okay. 9 

10 A It's -- it's not a lot of fees. 1 0 
11 Q And who determines your salary? 11 
12 A I do. 12 

Page 2 3  

presence in  the Nevada s ince 2003; a m  I understanding 
that correctly? 

A You are. 
Q Okay. And then I-- I note on Page 4, 

with -- and I 'm looking at Nos. I 9 and 20- - I see a 
-- an -- a securities account at Scottrade; is that 
correct? 

A That is correct. 
Q And then another account which you have a 

d irect or indirect beneficial interest, at I st 
Discount Brokerage? 

A Yes. 

14 
13 Q Okay. So, again, I sort of-- I'm just Q 
 And then another one at Raymond James? 


A Correct.
14 curious as to why the-- why the great increase over 

16 
a couple of years? 15 Q So, what i s-- what is your relationship 

A Well, as the trust company grew, I was 16 to the Scottrade account? 
17 able to get to a salary that was really more-- what 1 7  A I believe that's an account held jointly 
18 I thought more commensurate with someone that was 1 8  with my wife-


2 0  
president of a trust company. 1 9  Q Okay. 

Q Okay. Were there any particular clients, 2 0 A -- and, you know, i n  the i ndividual names. 
2 1  or events or things that happened during that period 21 Q All  right. What's the purpose of the 
2 2  of time, that caused an increase in the revenue of 2 2 account? 
2 3  the company, an increase in your salary? 2 3 A It owns -- it owns some stock in a -- in a 

2 5  
A Only-- only that we were growing. 24 -- in a m ining company; that's really the only 
Q Okay. All right. And during that period 2 5  purpose of it. It's not a -- it's 

Page 2 2  Page 24 

1 1of time, you opened the Las Vegas oftlce; i s  that 
 t rading account. It only holds that one asset, that 

2 right? 2 I can remember. 

3 A We've actually had a Las Vegas- - or a 3 Q A l l  right. And it 's a personal  account 

4 Nevada presence since 2003, since -- s ince we began. 4 for you? 

5 Q Okay. And-- and how long have you 5 A It is .  

6 actually been in the Las Vegas, itself, that you're 6 Q Okay. And what's your relat ionsh ip to the 

7 i n  now? 7 1 st D i scount B rokerage account? 

8 A I think, between two and three years. 8 A It's -- the b rokerage account is in  the 

9 Q Okay. Why have multiple offices? 9 name of a trust for wh ich  I'm a benef ici ary -

10 A Wel l ,  Summit Trust Company is a 10 Q Okay. 
11 Nevada chartered trust company. 11 A -- and m y  w ife as we l l .  
12 Q M m- hmm. 1 2  Q A l l  right. I s  it-- it's a fami ly  trust 
13 A And for some of the things-- particularly 13 or-
14 some of the estate planning and trust work, Nevada 1 4  A It i s .  
15 has good trust law. 15 Q Okay. And who -- w hat-- what's the name 
16 In order to -- in  order to be an -- an -- 1 6  of the trust? 
1 7  you know, a trust company chartered in  Nevada, you 17 A I be l ieve it 's the Kevin and Kathy B rown 
1 8  have to have a real physical location and that's 1 8  2006 I rrevocable Trust. 
1 9  where al l  new business has to be processed; so you 19 Q Okay. And then what's your relat ionship 
20 have to have an office there. 2 0 to the Raymond James account? 
21 Q Okay. So you-- in order to conduct that 21 A It's the same as 1st D iscount, same -- you 
22 type of business, you have to have a physical 2 2 know, owned by the trust for which I'm a beneficial  
23 presence; is that correct? 2 3 owner-
24 A That's right. 2 4 Q Okay. 
25 Q Okay. And you've actually had a physical 2 5 A -- or 
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1 Q Are there any securities accounts which 
2 you have any control or any beneficiary interest 
3 related to Summit Trust Company? 
4 A Could you repeat --
5 MR. TYNDALL: Could you repeat that? 
6 A Y h. 
7 BY MR. MARTIN: 
8 Q Are there any -- are there any securities 
9 accounts, in which you have control or beneficiary 

1 0  interest or some signatory authority, related to 
1 1  Summit Trust Company? 
1 2  A Yes. 

Page 2 7  

1 assets held in this JP Turner account are your 

2 assets? 

3 I mean, if you-- ifyou're the sole owner 

4 o f  Summit Trust Company and Summit Trust Company own 

5 these assets at JP Turner, aren't they really your 

6 assets? 
7 MR. TYNDALL: Can I confer with him for a 

8 second? 

9 MR. MARTIN: Sure. 

10 (Mr. Tyndall confers with the Witness 

11 off the record.) 
12 MR. MARTIN: Yeah. Let -- they're --

14 
they're whispering right now. 

MR. TYNDALL: Okay. 
1 3  Q And what are those accounts? 
1 4  A JP Turner. It's a brokerage account. I 

15 (Mr. Tynd all confers with the Witness 1 5  think it's in-- I think they're headquartered 
1 6  in-- in Atlanta, Georgia. 
1 7  Q Okay. And who's your rep there? 

16 off the record.) 

17 BY MR. MARTIN: 

18 Q I guess what I'm -- let me -- let me 
19 rephrase. I'm just trying to get at a -- an 

20 understanding of the ownership of the assets that are 

21 in the JP Turner account. 

1 8  A Anthony, and the last name is "J oslyn," 
1 9  J- o- s-1- y- n. 
2 0  Q Okay. And what's the purpose of that J P  
2 1  Turner account in regard to Summit Trust? 
2 2  A It just-- it holds some assets of 22 A Mm-hmm. 

2 3  Summit's. 23 Q So if you can explain that to me in a way And my role is-- well, not my role, but 

25 
that makes sense, then I wou ld  appreciate it. 

A Well, as I said, I mean, they arc- - it's 
2 4  -- I think one of the things you asked was do I 
2 5  but that would be a "yes" to 

PagePage 
1 that, and that's, you know, my corporate duty as 

26 

1 an asset that's in the name of Summit Trust 
2 president. 2 Company --
3 

4 
Q Okay. You say it holds some assets of 

Summit; are those client assets or company assets? 
3 

4 
Q 
A 

Right. 
-- not-- not me personally. 

5 Can you explain that to me? 5 Q Okay. 
6 A Company assets. 6 A I didn't-- I never thought about 
7 Q Okay. Of what nature? What does it hold? 7 conferring that that would make them my assets. 
8 A Oh. 8 Q Okay . But it is a true statement that you 
9 

1 0  
Q 
A 

What's -- what's in the account? 
Oh, stocks, Facebook and OPKO Health. 

9 

1 0  

are the hundred-percent owner of Summit Trust 
Company; is that accurate? 

1 1  

1 2  
Q 
A 

Okay. 
It's about four or five stocks. 

1 1  

1 2  

A I own all the common stock of Summit Trust 
Company, yeah, that's true. 

Q Okay. All right. Are there any other 1 3  Q Okay. And who -- who owns those shares? 
securities accounts or brokerage accounts in which 1 4  I mean, who benefits from those? 
you have signatory authority or any type of A Summit. 

1 6  Q Summit as-- as an entity? 
1 7  A Correct, as an entity. 
1 8  Q Okay. There's no ownership interest by 
1 9  any clients or investors? 
2 0  A No. 
2 1  Q Okay. Well, who has a-- who has an 
2 2  ownership interest in Summit Trust Company? 

1 6  control related to Summit Trust Company, besides the 
1 7  JP Turner account? 
1 8  A None that I can think of, no. 
1 9  Q Okay. Are there any securities or 
2 0  brokerage accounts associated with Summit Trust 
2 1  Company in which Summit Trust clients or investors 
2 2  have funds? 

A Currently, I'm-- I'm the owner of Summit A Could you repeat that. I'm sorry . 
2 4  Trust Company. 2 4  Q Summit Trust has clients, correct? 
2 5  Q So, is it accurate to that the 2 5 A Yes. 

7 (Pages 25 to 28) 

DIVISION EXH. 4 

1 5  

2 3  

2 8  



top my 

th( 

1 0  

1 1  

1 2  

1 3  

1 5  

1 7 

1 9  

2 4  

2 5  

19 
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1 Q Okay. Are there any brokerage or  
2 securities accounts in which those cl ients have funds 
3 that are associated, i n  any way whatsoever, with 
4 Summit Trust Company -- I 'm sorry -- which they 
5 assets? 
6 A Yeah. There are -- there are c l ients that 
7 have invested in things l ike No-Load Mutual Funds. 
8 Q Mm-hmm . 
9 A -- or brokerage accounts, or any number of 

1 o things, where they would be ultimately the beneficial 
1 1  owner, but it may b e  i n  the name ofSummit but it's 
1 2  for their benefit. 
1 3  Q Okay. So there are accounts -- securities 
1 4  accounts and/or mutual fund accounts he ld  by Summit 
1 5  Trust Company, but those accounts are for the benefit 
1 6  of certain Summit Trust c l  ients; i s  that accurate? 
1 7  A That -- yeah, I think that's accurate, 
1 8  yeah. 
19 Q And so those Summit Trust cl ients are the 
2 o beneficiaries of the assets held in those accounts? 
2 1  A Yes. 
2 2  Q Okay. And why is it that Summit Trust 
2 3 holds those accounts on behalf of the cl  ients; can 
2 4 you explain that relationship or that structure for 
2 5  me? 

Page 3 0  

1 A Yeah. Wel l ,  i t  -- at least i n  some o f  the 

2 instances that I can think of, they're omnibus 

3 accounts, where there may be, for example,  a 

4 couple-hundred c l  ients that are invested in 

5 d imensional fund, OF A funds -
6 Q M m-hmm .  

7 A -- and those are purchased in an omnibus 

8 account at F ide l ity -
9 Q Oby. 


Page 3 1  

1 were, for example, the OF A funds at -- I think 

2 they're held at Fidel i ty .  

3 Q And -- I 'm  sorry -- when you say "DFA," 

4 what i s  that? 

5 A I 'm sorry. Dimensional Fund Advisors, 

6 they're a No-Load Mutual Fund company, l believe, in  

7 California and Texas. I th ink they probably have 

8 offices all over the place. 

9 Q Okay. But that's through Fidelity? 


1 o A Yes. 
1 1  Q Okay . 
1 2  A There are ETF funds, Exchange Traded 
1 3  Funds -
1 4  Q Mm-hmm.  
1 5  A -- the c li ents own i nterest in ;  those are 
1 6  custodied at -- I 'm thinking TO Ameritrade but I 'm 
1 7 not a hundred-percent sure of that. 
1 8  Q Okay. Others? 
1 9  A There may be others; I can't think of them 
2 o right now. 
2 1  Q Okay. And these -- these funds, do they 
2 2  have other names, as far as the cl  ients are 
2 3 concerned? What do the cl  ients understand these 
2 4 funds to be? 
2 5  In other words, have you -- have you named 

Page 3 2  

1 them the ACME Fund but you're investing in DF A or 

2 ETF funds, or are they -- do they understand or 

3 believe that they're investing in -
4 A It would be something l ike the -- the DF A 

5 60 percent equity, 40 percent fixed income portfol io, 

6 if that's the allocation that they had. 

7 Q Okay. 

8 A Or the -- the DF A hundred-percent equity 

9 or -

A -- and then Summit does the recordkeeping 1 0  Q But is that the same name that the DF A 
and tracks who owns what. 1 1  people are giving it, or are you -- you renaming it 

Q Okay. So, in  other words, you have Summit 1 2  or relabeling it for your investors to access it? 
Trust c l  ients or investors who are poo l ing or 1 3  A No. In essence, it's -- I think it's the 

1 4  aggregat ing their funds into a -- a Summ it Trust 1 4  same thing that DF A would cal led it. 
account that's a mutual fund account, or otherw ise a 1 5  Q Okay. Is that also true for the different 

1 6  securities account, and then you, at Summit Trust, 1 6  ETF funds? 
are figuring out wh ich portion out of that account 17 A It's -- yes. It's labeled as whatever 

1 8  belongs to wh ich c l  ient; i s  that -- 1 8  equity fixed income allocation -

A That's -- that's accurate. 
 Q Okay. 

2 0  Q That's accurate, okay. 2 o A -- they have. 
2 1  And what are the accounts that exist that 2 1  Q Who makes the investment decisions related 
2 2  take that form, that have m ore than one c l ient's 22 to these -- what you're call ing "omnibus funds"? 
2 3  funds in  them ?  2 3  A Which investment decisions do you mean? 

A I ' m  sure I couldn't name a l l  of them off 2 4  Q Meaning, when to buy shares in them, when 
the of head. B ut the ones that came to m ind 2 5 to sell shares in them, any -- any ofthe 
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1 transaction-related decis ions associated with any of 1 of investment; is that accurate? 
2 these funds. 2 A Yeah. I suppose that's accurate, yes. 
3 A With DFA, Dimensional funds, they make 3 Q Okay. There's one account -- or a couple 
4 those decisions. 4 of accounts that I wanted to ask you about 
5 Q Who's "they "?  5 pmiicu larly; one of them is cal led the Rampart Fund? 
6 A DFA. 6 A Mm-hmm.  
7 Q Okay. What about with ETF? 7 Q Is the Rampart Fund -- what is it? 
8 A The ETFs, it would be Brown Investment 8 A The Rampart Fund is a fund that had 
9 Advisors -- 9 invested i n  a contractor o f  financing, and at this 

10 Q Okay. 10 point it has -- it has some equity investments, I 
11 A -- our fi ream1. 11 think. 
12 Q And you're the principal at Brown? 12 Q Well, let's back up for a second. How -
13 A I'm the -- I 'm -- I 'm one of them, yes. 13 A Sure. 
14 Q Okay. 
 Q Let's talk about the formation of the 


Rampart Fund; how did it -- how did it come into 

16 

15 A I'm pres ident. 

16 Q And we' l l  talk more about that in a - existence? Is it something that Summit Trust Company 

17 A Sure. 17 created? 

1 8  Q -- few -- a m inute . 18 A No. It wasn't Summ it, no, but it was -
19 Are there any other sort of pooled funds 19 it was something that -- that we created in Colmar. 

20 or pooled accounts at Summit Trust Company that 2 o Q Okay. And who's "we"? 

21 in existence on -- on behalf of the Summit Trust 21 A Myself and George Brown. 

22 cl ients? 22 Q Who's George Brown? 

23 A There could  be. I can't think of them off 23 A That's my dad. 

24 the top of my head but there could be. 2 4 Q Okay. And does your dad -- dad have a 

25 Q Okay . 25 posi with Summit Trust Company? 


Page 3 4  Page 3 6  

1 A We have several -- we have -- I don't know 1 A Yes; he's executive VP -- I 'm sorry -
2 -- 3,000 accounts, I guess, something l i  ke that, 2 executive vice president -
3 so -- 3 Q Okay.

4 Q Wel l ,  when you say "3 ,000 accounts," what 4 A -- and di  rector of marketing. 

5 are those accounts general ly? 5 MR. TYN DALL: He's also chairman of the 

6 A Well ,  they're either IRA accounts -- 6 board, too, right? 

7 Q Okay. 7 MR. B ROWN : He's on the board. I don't 

8 A -- or custody accounts or trust accounts; 8 think he's chai rman of the board though. 

9 I think that's probably most of the accounts. 9 BY MR. MARTIN: 


10 Q Are they primary -- primarily 10 Q But he doesn't have an ownership position 

11 indi  vidual accounts? 11 in Summit Trust? 

12 A I would consi der the IRA accounts to be 12 A No, he does not. 


14 
13 individual accounts -
14 Q Mm-hmm. 

Q Okay. So you and your father created 

Rampart Fund; is that coiTect? 


15 A -- so, yes. 15 A That is correct. 

16 And most of the custodial accounts, you 16 Q Okay. And is it a formal entity, an LLC, 

1 7  know, they would be individuals or, you know, joint 1 7  a -
1 8  tenants. 18 A It's a -- an LP, a L imited Pminership. 

1 9  Q Okay. 1 9  Q Okay. And what was the purpose of Rampati 

20 A And, of course, a trust account is a -- 2 0 Fund when it was formed? 

21 you know, it's a trust, it's its own entity. 21 A The purpose was to invest in contractor 

22 Q Right. But some of these accounts, it 22 financing bonds at that time. 

23 appears. are accounts that exist in order to have 2 3 Q And what do you mean by that? What -


24 cl  ients pool their funds to make an investment, be it 24 when you say " contractor," I 'm just looking for a 

25 a mutual fund investment, an ETF, or some other type 25 l ittle  -- a l i tt le bit better understanding of what 
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1 you're ta lking about. 
2 A So, the idea was that there were 
3 contractors that had -- they had government 
4 contracts, but they needed financ ing because they 
5 couldn't a lways get paid e ither on  t ime or -- or, I 
6 guess, during the t ime that they were getting -- or  
7 doing their jobs .  
8 Q Okay. So sort of l ike -- almost l ike a 
9 bridge loan kind of a thing or  -

1 0  A Wel l ,  you could look at it that way, I 
1 1  suppose. 
1 2  Q Okay. 
1 3  A I -- I hadn't -- I hadn't thought about i t  
1 4  that way, but ,  yeah, I guess you could look at it 
1 5  that way .  
1 6  Q Okay. So  h o w  much d id  the Rampart Fund 
1 7  raise? 
1 8  A A l l  together, I think i t  m ight have been 
1 9  about five m i l l ion. 
2 0  Q Okay. From approximately how many 
2 1  investors? 
2 2  A Somewhere between th i rty and fifty, I 
2 3  think. And that's off the top of m y  head, I 
2 4  d idn't -
2 5  Q Okay. 
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1 A -- you know. 

2 Q And were they al l Summit c l ients? 

3 A Well ,  I 'm not sure. Probably but I'm not 

4 sure. 

5 Q Okay. 

6 B Y  M R. SCOGGINS :  

7 Q May -- maybe, if we could back up, it 

8 would be helpfu l for me  to better understand the -
9 the role of Summit and B rown Investment Advisors. 


1 0  MR.  M ARTIN: Yeah. 

1 1  B Y  M R. SCOGGIN S :  

1 2  Q Could you just briefly describe for m e  the 

1 3  -- the serv ices that Summit Trust Company offers? 

1 4  A Summit Trust offers trustee services, 

1 5  acting as a corporate trustee for trusts and the 

1 6  Nevada S itus for trusts, i t  offers I RA custodia l  

1 7  accounts, non-IRA custod ial accounts, and trust 

1 8  accounts; I -- I would say that's most o f  the scope 

1 9  o f  what Summit does. 

2 0 Q And then let's talk about B rown Investment 

2 1  Advisors .  

2 2  A Sure. 

2 3 Q What serv ices does that firm offer? 

2 4 A It's a Pennsylvania Registered I nvestment 

2 5  f irm .  It's smal l  but it -- it 
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1 does provide some investment advisory serv ices, 

2 investment advice. 

3 Q And how many cl ients do you currently have 

4 at -- at B rown? 

5 A Under thirty. 

6 Q And when you say that i t's  registered, i s  

7 it registered with the State or with the SEC? 

8 A It's -- it's State. Yeah, it's too small 

9 to be with the -- the U .S .  SEC. 


1 0  Q And -- and currently thirty 
1 1  c l ients, when d i d  i t  peak and at how many c l ients? 
1 2  A Probably around 2000 -- the year 2000. I 
13 don't know. Maybe about -- maybe about n inety, a 
14 hundred c l ients, I guess; that's a guess but 
1 5  something l ike that. 
1 6  Q Sure . That's helpful .  
1 7  A Okay. 
1 8  Q And is there overlap between c l ients of 
1 9  Brown and -- and c l ients of Summ it Trust Company? 
2 0  A Small overlap, maybe -- you know, maybe a 
2 1  half-a-dozen. 
2 2  Q And how many cl  ients does Summit Trust 
2 3  Company currently have? 
2 4  A Based on the number of accounts -- because 
2 5  there -- I mean, it 's possib le that some c l ients have 

Page 4 0  

1 more than one account. B ut probably -- probably 
2 between 2,000 and l i ke 2300 cl ients, I guess; 
3 something l ike that. 
4 Q And -- and what's the overlap in -- of 
5 employees, officers, d irectors, between the two 
6 entities? 
7 A My dad and I are both employees of B rown 
8 and Summit, my administrative assi stant is j ust an 
9 employee of B rown at this point, and the -- the two 

1 0  people at Summit in Nevada are only employees of 
1 1  Summ it. 
1 2  Q And for the Pennsylvania offices, is there 
1 3  a shared office for B rown and Summit? 
14 A Yes. 
1 5  Q Okay. And j ust kind of give me a -- a 
1 6  visual picture. When you walk in, is it j ust one 
1 7  office or is there a phys ical separation? 
1 8  A No. We -- we have -- basically, we have 
1 9  the whole first floor of our -- of our office in -
2 0 in  Colmar. And we can only actually do things l ike 
2 1  the marketing out of -- out of Colmar. We can't -
2 2  we don't -- we're not al lowed to take i n  new business 
2 3 for Summit; all that has to go to Nevada. We can 
2 4  handle some c lient servicing and that sot1 of thing. 
2 5  There's no sign out front that says " Summit Trust 
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1 Company . "  1 
2 Q Okav. And when I walk into Brown 2 
3 Investment Adv isors and say, " I 'm here to just talk 3 
4 about Summit," do I have to go to a d ifferent 4 
5 physical location to do that or is it just the same 5 

6 office? 6 
7 A No. It's the -- it's the same office. 7 
8 Q Okay. And we were talking about Rampart 8 
9 -- Rampart Fund before I -- 9 

10 A Mm-hmm. 10 
11 Q -- I interrupted here. Who -- who are the 11 
12 managing pminers of Rampart Fund? 12 
13 A G eorge B rown and myself. 13 
14 Q And when was Rampart Fund formed? 14 
15 A It could be as far back as 2008, 2007 . 15 
16 Q And who made the investment decisions on 16 
1 7  behalf of Rampart Fund? 1 7  
1 8  A G eorge Brown. 1 8  
1 9  Q Anyone else? 19 
20 A Well ,  I suppose I had some influence. 20 
21 Q And what do you mean by "some influence"? 21 
22 A Wel l ,  I mean, I could  --I could chime in 22 
23 i f  ! had some ideas, as wel l .  23 
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Q Okay . And how d id investors come to learn 
about Rampart Fund? 

A There were a few -- probably a few that -
that either my dad or myself tol d  about; otherwise, 
it wou ld  have been through an advisor. 

Q Okay. Would that include Brown Investment 
Advisors? 

A No. 
Q And why -- why wasn't Brown I nvestment 

Advisors i nvolved in  tel l ing c l ients or potential 
investors about Rampart Fund? 

A Wel l ,  frankly, you know, Brown Investment 
Advisors really d idn't get a whole lot of our 
attention over the last few years because we were 
trying to buil d  the trust company . You know, it's 
hard to -- i t  is hard to spend a lot of t ime, you 
know, bui ld ing both of those entities, frankly. 

Q Sure. So, what advisors would -- or d id  
bring i nvestors to the Rampart Fund? 

A M ike -- Mark, also known as Mike, Tom ich 
and Gregory Smith. 

Q And do they have any ent ities that were 
assoc iated with bringing investors to the Rampart 

24 
2 5 

Q So - Fund? 

A You mean l ike a 


 

25 
.. 

A 
 1 
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11 I had some -- or I had some involvement, too; I 
 Q Sure. Any sort of legal entity, or was i t  

2 guess that's accurate. 
3 Q Did -- did you have actual authority to 
4 make decisions on behalf of the fund? 
5 A Yeah. 
6 Q Were there any other board members, 
7 advisors, or anyone else that contributed to making 
8 investment decisions at Rampart Fund? 
9 A No. No. 

10 Q And when someone became an investor in the 
11 Rampart Fund, how was that accompl ished? Were 
12 -- were they a general partner, a l imited partner? 
13 What sort of interest did they obtain in order to 

2 -- or were -- I 'm  trying to  figure out i f  there was 
3 something akin to l ike a Brown Investment Advisors 
4 out there who was advising people on whether or not 
5 to invest in the Rampart Fund. 
6 A I think -- I thi nk each gentleman m ight 
7 have had a firm. I know that -- I know Tomich had a 
8 firm called Strategic P lanning Serv ices; I don't know 
9 exactly what sort of entity it i s .  And Greg has a 

10 firm called Estate Asset Management, but I don't -

11 again, I don't know if it's just some corporation or 

12 if it's something else. 

13 Q How were Mike and Greg compensated for 


14 become an investor? 
A Well, it was in the form of a note, so I 
 15 

bringing investors to the Rampart Fund? 

A They were paid a qua1ierly fee.  


16 guess -- I guess they would be a l imited partner. 16 Q Was it, i n  any way, associated to the 

17 Q And \Vas it a Prom issory Note? 1 7  dol l ar amount that was under management or -- or -

18 A It was. 1 8  A Yes. Oh, yes. 

19 Q And what was the length of time on that 1 9  Q Okay. 

20 note? 20 A Mm-hmm. 

21 A Up to five years. 21 Q And we mentioned that this was done 

22 Q And so if it's up to five years, what's 22 through Prom issory Notes; what was the return on the 

23 the earliest time that you could withdraw fi·om your 23 Prom issory Notes? 

24 note or -- 24 A Eight percent for a three-year, 9 percent 

25 A Two or three years. 25 for a four, and 1 0 percent for a five. 
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1 Q Were those returns paid out on a periodic 1 
2 bas i s  or were they rol led over into the investment? 2 
3 A They were paid out quarterly. 3 

4 Q Quarterly. 4 
5 What's the current status of the Rampart 5 
6 Fund? 6 
7 A I would say it's wind ing down. 7 
8 Q And tel l me why you say that. 8 
9 A Mainly because interest rates are starting 9 

10 the upswing, and I don't think there's go ing to be a 10 
11 particu lar demand for -- you know, for anything that 11 
12 pays any kind of interest rate if -- you know, if 12 
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Q And when funds were transferred to one of 
the government contractors, how was that done? 

A It was done through an entity called The 
Underwriters Group. 

Q And who were the officers, directors or 
control l ing parties of that group? 

A It was Dr. Larry Wright, W-r-i-g-h-t. 

Q How do you know Dr. Wright? 
A He was introduced to me by a -- a third 

party; I can't remember who it was, though, at this 
point. It goes back quite a few years. I don't -
but I don't remember who it was off the top of my 

c l ients can start going out to -- to banks and 13 head. 
getting h igher yields, and that sort of thing. 14 Q And why did the funds flow through The 

And it's -- you know, I -- you know, 15 Underwriters Group? 
Tom ich decided he wanted to l iquidate his people, 1616 A Wel l ,  they had access to the -- to the 


1 8  
he's -- so he's done that. And, you know, frankly, I 17 contractors and the contracts. It was their program. 
-- you know, I want to focus more on the trust 18 Okay. So The Underwriters Group would 
Q 

20 
company and -- and -- and so it just needs to -- it 19 identify the government contractors that Rampart 
just needs to be wound down at this point. There's 2 0 could invest in; is that -

21 no -- I don't think there's a -- it's -- you know, I 21 A I bel ieve that's correct. 
22 just don't think, as an ongoing entity, there's any 22 Were there any government contractors that 
Q 

need to keep it going. 23 the Rampart Fund invested in who did not come 
Q How many investors did you personally 24 The Underwriters Group? 

bring into the Rampati Fund? 25 A No. 
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A I th ink maybe two. 11 Q And when funds were returned from these 

2 2 government contractors, did they flow back through 
Q And how many d id  your father bring in? 

3 
4 
5 
6 
7 
8 
9 

10 

A They would have been the same two people .  
It would have been the two of  us together. 

Q Is the Rampart Fund a Registered 
In vestment Fund, or -- or anyth ing l ike that, with 
the state or w ith the S EC? 

A I don't know. 
Q Or a Registered Investment Company? 
A It's not that, no. 

3 
4 
5 
6 

7 
8 
9 

1o 

The Underwriters Group? 
A Yes. 
Q And what soti of returns that Rampart 

actually earned over the last three years or so? 
I 'm trying to understand. You -- you were 

-- you were contractually obl igated to pay investors 
8, 9 or 1 0 percent. 

A Mm-hmm. 
11 
12 
13 
14 
15 
16 
17 
1 8  
1 9  
20 
21 

Q And when investors p laced funds w ith the 
Rampart Fund, where were those funds held? 

A In a checking account at -- at C it izens 
B ank in the name of Rampart Funds. 

Q And how many accounts did Rampart Fund 
have there? 

A You mean checking accounts? 
Q Yes, s ir. 
A Oh ,  j ust one. 
Q And were there any sub accounts? 
A No. 

11 
12 
13 
14 
15 
16 
1 7  
1 8  
19 
2 0 
21 

Q So I 'm wondering what soti of income the 
Rampati -- Rampaii Fund eamed during the last three 
years that would serve as the bas is  for repaying on 
those contracts. 

A At this poi nt, we weren't earning 
anythi ng. 

Q And why i s  that? 
A It's because the - - The Underwriters Group 

defaulted . 
Q When d id  that happen? 
A I don't remember exactly. Probably -

22 
23 
2 4  
25 

Q And so when -- among the th i rty to fifty 
investors, were funds from all those investors p laced 
into that same account? 

A I bel ieve 

22 
23 
24 
2 5 

j eez, I don't know -- 20 10, 20 1 1, something l ike 
that. 

Q So it sounds l i ke maybe the Rampart Fund 
suffered some losses; is that right? 
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1 A Yes, mm-hmm. 1 

2 Q Tel l  me about that. 2 

3 A We ll -- well ,  we have a judgment against 3 

4 The Underwriters Group for about -- I think, for 4 

5 about 6,000 -- $6 mi l lion altogether. 5 

6 Q And I believe you said that the total 6 

7 investment into the Rampart Fund was 5 m i l  lion; so 7 

8 does that mean that there was a total Joss of -- of 8 

9 al l  the i nvestments? 9 

1 0  A No, hmm-mm. We actually had -- we had 1 0  

1 1  other investments besides the money that was put 1 1  

1 2  there over time, we had som e equity investments as 1 2  

1 3  well -- or, actual ly, we  sti l l  have them . 1 3  

1 4  Q Publicly traded stock. or what -- what -- 1 4  

1 5  what do you mean by "equity investments"?  1 5  

1 6  A Yeah. publicly traded stocks. some funds 1 6  

1 7  at a company called Clark Capital, i f  you know them. 1 7  

1 8  Wel l, you -- well , you wouldn't know them. They're a 1 8  

A Probably around two to two-and-a-half 
mil l ion. 

Q And what's the bas is  for the $6 m i l l ion 
j udgment that you obtained against The Underwriters 
Group? 

A When -- well, what -- what do you mean by 
the -- "the basis" for that? You mean -

Q Just -- I 'm  trying to put together the 
doll ar amounts . And so far, from what I 've heard, 
it's not adding up in my mind. 

A Now, when we were -
THE REPORTER: Okay . So far, from what 

I 've heard -
MR. SCOGG IN S :  -- it's not adding up in my 

mi  nd. 
THE REPORTER: Sorry. 
BY MR. SCOGGINS:  

Q We've got to try to  be  careful and not 

2 0  

-- they're a -- a mutual fund manager in 1 9  speak over each other, it m akes it very d ifficult .  
Phi ladelphia. 2 0 A I -- I believe we were awarded damages, 


2 1  So, we have -- we have some equities and 2 1  too. It wasn't j ust for -- you know, for the actual 
2 2  such that wi l l  -- that back up the funds now, which 2 2  loss. 
2 3  is ,  you know, another part of why w e  want to -- you 2 3 Q So how much was invested through The 
2 4  know, why we want to wind it down. 2 4  Underwriters G roup and how m uch was lost? 
2 5  Q So, what are the losses suffered by 2 5 A I don't remember exactly but it was 
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1 investors in the Rampart Fund to date; do you know 1 probably around 3 or 4 mi l l ion, I guess. 
2 dol lar figures or a percentage? 2 Q Invested? 
3 A Wel l ,  thus far, no cl  ients have lost 3 A Yeah. 
4 anything. They've been -- anybody who's been - 4 Q And was it a total loss? 
5 who's wanted to, you know, redeem, we've had -- you 5 A Well, aside from the j udgment, I know that 
6 know, we've had reserves to do that. 6 -- I know that they were -- they're owed a payment by 
7 Q How much has been redeemed by investors? 7 a mining company of about a mi l l  ion dol lars. And so 
8 A I think around a mi l l ion-two to a 8 we -- you know, s ince we have a judgment against 
9 mi l l  ion-Jive. It was mostly Tomich's c l  ients. 9 them, we stand in l ine to get that, too. 

1 o Q And there have been no other redemption 1 o Q Let me ask the question a di fferent way. 
1 1  requests that have not been honored? 1 1  A I'm sorry. Go ahead. 
1 2  A No. hmm-mm.  1 2  Q If Rampart put 3 or $4 mi l l ion in with the 
1 3  Q What's your understanding of why investors 1 3  -- in The Underwriters Group, how much money has it 
1 4  have not made redemption requests, given the failure 1 4  received back from The Underwriters Group? 
1 5  of The Underwriters Group? 1 5  A Wel l ,  since the judgment, nothing. 
1 6  A Wel l ,  because their notes aren't due yet. 1 6  Q How about prior to the judgment? 
1 7  Q When are their notes coming due? 1 7  A Well, we -- I know we received interest 
1 8  A Probably within the next l ike twelve to 1 8  payments; I don't -- I don't remember how much that 
1 9  eighteen months, maybe two years, something l ike 1 9  was though. 
2 0  that. 2 0  Q Was that more or -
2 1  Q What assets does the Rampart Fund 2 1  A And there were some -- go ahead. 
2 2  currently have? 2 2  Q I was j ust going to ask if it was more or 

A It has the equity investments that I 2 3  less than a mil lion dol lars. 
mentioned . 
 A I don't know. I t  was probably close to a 


2 5  Q And I 'm looking for a dol lar amount. 2 5  million dol lars. We did have some return of 
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1 principal, as wel l ,  but I -- I don't know how much 1 have a CPA. 
2 that was. I don't remember. 2 Q Who's your CPA? 
3 Q What's your understanding of -- of why The 3 A Anthony, the l ast name is "Pontare l  li," 
4 Underwriters Group defaulted? 4 P-o-n-t -a-r-e-1-1-i .  
5 A I can't say that we definitely got to the 5 Q And was Mr. Pontarel l i  engaged as a CPA to 
6 bottom of it. My suspicion is that there were some 6 take care of the books, the accounting, the accounts 
7 improprieties with the funds, so to speak. 7 on behalf of Rampati Fund? 
8 

9 

1 0  

j')0 .  
Q And which individuals are you suspicious 

A Larry Wright. 

8 

9 

1 0  

A Only to do the bookkeeping. 
Q Did investors receive any SOli of monthly 

or quarterly statements with regard to the Rampart 
1 1  Q And give me a little more detail on your 1 1  Fund? 
1 2  suspicions. 1 2  A No; j ust interest payments or, you know, 
1 3  A Well ,  he was the one who -- who ran The 1 3  return of principal if they requested it. 
1 4  Underwriters Group, he was the one who -- who 1 4  Q And who handled the quarterly interest 
1 5  The Underwriters Group; so there's nobody else for me 1 5  payments or return of principal? 
1 6  to -- to suspect, frankly. 1 6  A I -- that was me, I did. 
1 7  Q And is he located in Philadelphia? 1 7  Q And you would sign the checks? 
1 8  A No. 1 8  A Yes. 
1 9  Q Where's he located? 1 9  Q Okay. And were those checks coming from 
2 0  A He's in Jacksonvil le. Florida. 2 0  an account in the name of the Rampart Fund? 
2 1  Q With regard to the Rampart Fund, did you 2 1  A Yes. 
2 2  receive any sort of compensation or income from the 2 2 Q Are there any -- any other funds that you 
2 3  fund? 2 3  have been a managing patiner for in the past five 
2 4  A No. Did I ?  No, hmm-mm. 2 4  years? 
2 5  Q Did father? 2 5 A None that I can think of. 
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1 A No. 1 Q I s  there a reason why you wouldn't be able 
2 Q Were you entitled to any soti of income 2 to think of one in the last five years? 
3 that you did not take? 3 A No. No. 
4 A No. 4 Q Has your father been a managing partner of 
5 Q What was the benefit to you, then, for 5 any other funds in the last five years? 
6 creating and being involved with the Rampati Fund? 6 A I don't think so. 
7 A Well, if there was going -- there was 7 Q How about indirectly? Have you or your 
8 supposed to be a spread between what we received 8 father been a managing pminer indirectly of another 
9 what the clients were entitled to, so something north 9 fund, such as through -- you know, maybe Brown 

1 0  of 1 0 percent. 1 o Investment Advisors was the named partner, as opposed 
1 1  Q And that's what you would have been 1 1  to you as an individual? 
1 2  entitled to, correct? 1 2  A No. 

A Correct. 
 Q 
 And just smi of a history question here. 

1 4  Q But you did not receive it why? 14 What came first? Did -- did Rampart Fund get set up 

1 5  A Well , we ended up not receiving it because 1 5  and then develop -- develop a relationship with 

1 6  -- because they defaulted. 16 Dr. Lany Wright and The Underwriters Group, or did 

1 7  Q Who's responsible for keeping the books of 1 7  you or your father meet The Underwriters Group and 

1 8  the Rampart Fund? 1 8  Dr. LaiTY Wright first and then set up the Rampart 

1 9  A When you say "keeping the books" -- 1 9  Fund? 

2 0  Q Wel l ,  you know, I've asked you to soti of 2 0  A The latter. 

2 1  estimate some of these numbers. 2 1  Q Okay. 

2 2  A Mm-hmm. 2 2  BY MR. MARTIN : 

2 3  Q And if I wanted the exact numbers, who 2 3  Q What is Capital Window? 

2 4  would I go  to, t o  get those numbers? A It's a -- it's like a venture -- venture 

2 5  A I -- well ,  I could get them for you. I 2 5 equity fund. 
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1 Q And what's your role w ith Capital Window? 1 A Mm-hmm. 

2 A 1 don't have a role  with Capital Window. 2 Q Okay. And so if I'm understanding 

3 Q Well, are there Summit Trust c l ients that 3 correctly, roughly 1 00 to a $ 1  50,000 o f  Summit Trust 

4 are invested in Capital Window? 4 cl ients' funds were invested into Capital Window; is 

5 A Yes .  5 that correct? 

6 Q Okay. Who is the principal of Capital 6 A Yeah. 

7 Window or who -- 7 Q Okay. And where are those funds held now? 

8 A A man named Thomas, the last name  i s  8 A At Capital Window -
9 Catier, " C-a-r-t-e-r. 9 Q Okay. 


1 0  Q Okay. And -- I 'm sorry -- you described 1 0  A -- in -- yeah. 

1 1  it as a venture? 1 1  Q What role, if any, d id Summit Trust have 

1 2  A Yeah, l ike a venture capital fund .  1 2  related to Capital Window and the funds raised by 

1 3  Q And -- 1 3  Capital Window? 

1 4  A I think that's an accurate description .  1 4  A Just making the introduction. 

1 5  Sorry. 1 5  Q Was it solely an introductory -
1 6  Q And how is it that your c li ents learned of 1 6  A Yeah. We don't  -- you know, we have no 

1 7  Capital Window? 1 7  management role or -

1 8  A I made the introduction from -- from 1 8  Q Okay. 

1 9  Thomas Carter to M ike Tomich.  1 9  A -- anything l ike that. 

2 0  Q So -- I 'm sorry -- it 's -- d i d  Tomich then 2 0  Q All  right. And I want to go back over a 

2 1  essentially sel l  o r  offer Capital Window to h is 2 1  few questions about the Rampart Fund. 

2 2  c l ients? 2 2  Jay was asking you before, and you 

2 3  A Yes .  2 3  mentioned that approximately 1 .2 to $ 1 .5 mi ll ion had 

2 4  Q Okay. And those same c l ients are also 2 4  been redeemed by Rampart investors; is that accurate? 

2 5  Summit Trust cl ients? 2 5  A I -- yes, I think so. 


Page 5 8  Page 60 

1 A Correct. 1 Q Okay. And what were the source of those 

2 Q Okay. And what benefit d i d  you receive 2 funds paid to the Rampmi investors? 

3 related to Capital Window? 3 A Either cash or redeeming assets, that kind 

4 A I think I got l ike a 2 percent referral 4 of thing. 

5 fee .  5 Q Yeah. But what -- where did the cash come 

6 Q Okay. Total funds  invested by the 6 from? 

7 investors? 7 A From Rampart itself. 

8 A I estimate about 1 50,000, maybe a 1 00,000. 8 Q So d irectly from Rampart, not from Summit 

9 Q Just in your fee alone? 9 Trust? 


1 0  A Oh.  1 0  I guess I'm trying to -- you've -- you've 
1 1  Q I 'm try ing to get at what you -- 1 1  got investors who made redemptions in Rampmi, and 
1 2  A Oh, I ' m  sorry. 1 2  I 'm trying to understand, mechanical ly, how they 
1 3  Q Yeah.  1 3  received those funds and from -- from where did they 
1 4  A No .  l thought -- no .  The -- no .  No,  no, receive those funds? 

1 5  no.  The c l ient -- the c l ients invested about 1 5  A They were from Rampmi. 
1 6  $ 1  00,000. 1 6  Q Mm-hmm. Right. 
1 7  Q Okay. 1 7  A Right. You know, Summit is also an 
1 8  A So my fee was l ike $2,000. 1 8  investor in Rampart. 
1 9  Q Okay. 1 9  Q Okay. 
2 0  A Sorry about that. 2 0  A But -
2 1  Q That's fine. 2 1  Q But what was the source of those funds? 
2 2  And does Catier operate under an entity or 2 2  I f -- if The Underwriters Group is not successfully 
2 3  a d/b/a of any kind? 2 3  securing funds from the contractors, where's that 
2 4  A Capital Window. Capital Window Fund.  2 4  mill ion to mi l l ion-and-a-half coming from that were 
2 5  Q Window and the other one? 2 5  paid out in redemption? 

1 5  (Pages 57 to 6 0 )  
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1 A It was from the other holdings that 1 

2 Rampart had, because we d idn't -- we weren't j ust 2 

3 invested with Dr. Wright. As I said, we had mutual 3 

4 -- wel l ,  we had equities, mutual funds, other kinds 4 

5 of investments, to be d iversified. 5 

6 Q Okay. And other Rampart earnings? 6 

7 A Did you say "other"? 7 

8 Q Wel l ,  I guess I 'm j ust try ing to make 8 

9 sense of the numbers adding up here. 9 

1 0  So, you've got a m i l l ion and 1 0  

1 1  mil l ion-and-a-halC roughly, that were redeemed, and 1 1  

entity, Estate Asset Management? 

A Yeah. 
Q Where's Gregory Smith located? 
A Winchester, California. 
Q Okay. And to your understanding, is  

Gregory Smith an investment advisor, a registered 
rep, what -- doe -- is he a l icensed individual? 

A I think he's an R IA .  He's not with a 
broker-dealer, but I think he's an RIA.  

Q Okay. And how did you -- how did you come 
to know Mr. Smith? 

you're saying these are coming from other Rampart 1 2  A I think he found Summit Trust Company on 
hold ings . But you also said that there currently are 1 3  the Internet. You know, we have a website. I'm not 
equity investments o f  roughly at l east the $ 2  mi l l ion i 1 4  sure how I -- I -- because I don't really know 


1 5  held by  Rampart; i s  that accurate? : 1 5  anybody that knows him, and I don't -- you know, I 

16 A I think that's pretty accurate. 1 16 don't -- I don't know anybody else in his neck of the 

1 7  Q So are you suggesting that Rampart also 1 1 7  woods, so I think he just found us. 

1 8  earned roughly another mi l l ion to mi l l  ion-and-a-half iI 1 8  Q And he brought investors to Rampart; is 

1 9  through investments not related t o  The U nderwriters 1 1 9  that correct? 

2 0  Group? 1 2 0  A That's correct. 

2 1  A Wel l, since they were equity investments, ! 2 1  Q Roughly how many? 

2 2 there was some growth, and so we j ust had to i 2 2 A Twenty-something to thirty-something. 

2 3 I iquidate some stuff to -- to meet the redemptions. 2 3 Q Okay. And those twenty to thirty, how 
I 
2 4  Q Okay . But where d id  the funds come from I 2 4  much did they invest roughly? 

2 5 to purchase the equities that you l iquidated to pay I 2 5 A I think they were probably between 
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1 off the Rampart Fund? I 1 two-and-a-half and  three mi l l ion.  
2 A From c lients. From cl ients that invested Q Okay. And i f  I 'm understanding your 
3 in Rampart. testimony correctly, none of Mr. Smith's investors I  

4 Q Okay. So, am I understanding correctly I 4 have asked for any redemption at this point; is 

5 that the redemptions made, the roughly I mi l l ion to 5 that -
6 1 . 5 mill ion, the redemptions made to the Rampart 6 A A couple maybe. 

7 investors. the source of those funds were the 7 Q Okay. 

8 l iquidation of equities purchased by funds invested 8 A Just a couple. 

9 by the Rampart investors? 9 Q And the timeline on their note is sti l l  


1 0  A Yes; that and cash that we had; that was 1 0  another -- there's sti l l  another twelve to eighteen 

1 1  -- but that was it. 1 1  months before they're -- they're expecting -
1 2  Q Okay. 1 2  A Yeah. 

1 3  A Yeah. 13  Q -- a return? 

14 Q And the cash that you had, what -- where 14 A Something l ike that. It may be a l ittle  

1 5  d id  that cash come from ? 1 5  longer, but  yeah, that's about right 

1 6  A Mostly liquidations or -- you know, or 16 Q Okay . And are you current with quarterly 


1 4  

investments that w e  had that were sitting o n  the 
 payments to those investors? 

1 8  side li nes, that kind of thing. 1 8  A Yes. 
19  Q Okay. Were any of  those funds from other 1 9  Q And when are those payments made, on a 
2 0 Rampart investors? 2 o calendar quarter? 
2 1  I n  other words, d id  you redeem -- make 2 1  A It depends on -- on when they invested. 
2 2  redemption payments to Rampart investors using 2 2  I t  could be, you know -- I mean, there are, you know, 
2 3 that were i nvested by other Rampart investors? 2 3 d ifferent-sized payments evety week, but it's all - 

2 4  A No. 2 4  you know, everybody is on some quarterly -- it's not 
2 5  Q Okay. You mentioned Gregory Smith and his 1 2 5  a calendar quarter, is  what I'm ttying to say -
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1 Q Okay. 1 

2 A - if that makes sense. 2 

3 Q Al l  right. And over a -- a rough calendar 3 

4 quarter -- so say from -- let's j ust say J1·om 4 

5 October l st through roughly today, what's the amount 5 

6 of quarterly interest payments that are being made to 6 

7 the Rampmi investors? 7 

8 A That's a tough question. 8 

9 It might be -- I don't know. It might be 9 

1 o 70, 80,000, I 'm guessing. I don't know. 1 0  

1 1  Q Okay. 1 1  

1 2  A Something l i ke that. 1 2  

Page 6 7  

Q Mm-hmm. 
A -- you're not entitled to interest for 

another year, you know. 
Q Okay. Well ,  that's what I was try ing to 

understand. Go ahead, j ust mticulate what you want 
to say. 

A Yeah. It  -- they would only be entitled 
to the i nterest that they had as long as they held 
the investment. They wouldn't be entitled to 
i nterest for a period of time when they don't hold 
the note. 

Q Okay. 
Q And those -- those payments have been made 
 A So, i n  other words, they d idn't receive 


1 4  during this last calendar qua1ier; i s  that correct? 
1 5  A !t is .  
1 6  Q And what are the source ofthose funds? 
1 7  A Liquidating equities. 
1 8  Q Equities owned by whom? 
1 9  A By Rampart. 
2 o Q And vvho makes the decision to 1 iquidate 
2 1  those equities? 
2 2  A I do. 
2 3  Q Okay. Mr. Tomich had approximately how 

1 4  principal plus interest going forward. 
1 5  Q B ut when they d id  redeem, they redeemed 
1 6  for the principal that they had i nitially put in? 
1 7  A That's true.  
1 8  Q Al l  right. And then whatever interest 
1 9  they had earned was from the beginning of their 
2 0 investment, going forward, that they had earned on a 
2 1  quarterly basis? 
2 2  A Right. 
2 3  Q Al l  right. Okay. And how was -- how was 

many investors i n  Rampart? 2 4  Mr. Tomich compensated, in what way? 
2 5 A My guess is around 20 to 25, I 2 5 A He received a quarterly fee.  

' • N' m· "'" •••V o',V ••O• 
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1 Q Okay . And approximately how much d id  1 Q And what was that qumierly fee based on? 
2 those investors invest in Rampmi, total? 2 A Assets that were in the fund. Well, that 

3 A I 'm thinking it was between a m il l ion 3 he was -- you know, that h is  c l ients had in the fund. 
4 and a mi l l ion-and-a-half. 4 Q Right. And I -- and I recollect you 
5 Q Okay. 5 saying that earlier. But is -- was there a set 
6 A I -- I don't know. 1.2 or something l ike 6 percentage or -
7 that, that's my guess. At this point, he doesn't 7 A Yes. It was -- it was 2 percent on an 
8 have anybody left i n  -- i n  Rampmi. 8 annualized basis ;  so I guess that's half-a-percent a 
9 Q Okay. So all the Tomich i nvestors have 9 quarter. 

1 0  been redeemed? 1 0  Q Okay. And d id  Mr. Smith have a s imi lar 
1 1  A Yeah. 1 1  compensation structure? 
1 2  Q Is that correct? 1 2  A He did .  But he -- he was -- he negotiated 
1 3  A That is correct. 3 percent. 

1 4  Q And were -- when you say "redeemed, " were 14  Q Okay. Okay. You had mentioned that 
1 5  they redeemed and earned the interest as  promised in  15  Mr. Sm ith brought in roughly 20 to 30 investors, 
1 6  the Promissory Note, or  were they returned 1 6  Mr. Tomich brought in roughly 20 to 25 investors, and 
1 7  s imply their principal amount? I 'm trying to that you and your father, jointly, brought in 

1 8  understand what -- what their redemption -- 1 8  approximately two investors; is that accurate? 

A Well , they -- wel l ,  they had previously A I think so, yeah. 

2 0  received their interest. 2 0  Q Was there anyone else who brought in any 
2 1  Q Yep. 2 1  other investors or were there any other investor 
2 2  A But when they -- you know, if they redeem, 2 2  source related to Rampart? 

A Wel l ,  there -- there was a gentleman named 
2 3  they're not - - they're not entitled to i nterest. You 
Wes, l ast name is " Dye, D-y-e, and I bel ieve he 
2 4  know, if they -- i f -- for example, i f  you were -
brought in one cl ient. 
2 5  you know, if you were to redeem a early -
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1 Q Where's Mr .  Dye? 1 A Yes .  
2 A He splits h i s  t ime between Longmont, 2 Q And when you say that, you're referring to 
3 Colorado  - 3 Summit's corporate assets or  Summit's c lient assets? 
4 Q Mm-hmm.  4 A Corporate. 
5 A -- and actual ly in Ecuador. 5 Q And how much d id Summit invest? 
6 Q Okay. And i s  M r. Dye a l icensed 6 A I real ly don't know. I d idn't -- I didn't 
7 indiv idual in any capacity? 7 come prepared to -- to answer that. I don't know. 
8 A I don't know what h is  deal is - 8 I 'm sorry. 
9 Q Okay. 9 Q I s  Summit sti l l  an investor? 

1 0  A - I mean, whether he's registered or  not. 1 0  A Yes .  
1 1  Q Okay. Was he compensated for bringing in 1 1  Q The two or three investors that you 
1 2  this one c l ient? 1 2  personal ly brought into Rampart, are they sti l l  
1 3  A Yes .  1 3  investors? 
1 4  Q What was h i s  compensation? 1 4  A One is and one's not. 
1 5  A Same arrangement as Wes -- as -- I 'm sorry 1 5  Q Who i s  st i l l  an investor? 
1 6  -- as M ike Tom ich, 2 percent paid quarterly. 1 6  A It 's H elene -- H-e-1-e-n-e -- N icoletti -
1 7  Q Okay. So other than Mr.  Tomich, 1 7  N-i-c-o-1-e-t-t-i .  
1 8  Mr. Smith, M r. Dye, and yourself and your father, 1 8  Q And who is the investor that's no longer 
1 9  anyone else bring in any other c l ients or  investors 1 9  in the Rampart Fund? 
2 0  to the Rampa1i Fund? 2 0  A Larry, last name i s  " B ice , "  8-i-c-e. 
2 1  A No. 2 1  Q Where does H elene l ive, what state? 
2 2  Q Okay. 2 2  A Delaw are. 
2 3  BY MR.  SCOGGIN S :  2 3  Q Where does Lany l ive? 
2 4  Q D i d  you receive a 2 percent or  a 3 p ercent 2 4  A Pennsy lvania. 
2 5  quarterly fee? 

Page 7 0  

2 5  Q Are there other investors who are not 

Page 72 

1 A No. 1 res idents of Pennsylvania? 
2 Q Why not? 2 A Do you mean of al l  of Tom ich's c l ients 
3 A Didn't -- d idn't fee l  the need to take it. 3 and -
4 MR. TYNDALL: As a clarification, are you 4 Q Of any investor in Rampart Fund, are there 
5 talking about on the investors that Kevin and George 5 others, besides Helene, who are not residents of 
6 brought into Rampmi Fund? 6 Pennsylvania? 
7 MR. SCOGGINS :  Yes. Thank you. 7 A Yeah; all of them.  Everybody else that's 
8 A Same answer. 8 -- a l l  of Tomich's c l i ents are from M ichigan, and 
9 BY MR. SCOGGINS:  9 Sm ith's c l ients are from California or maybe Florida 

1 0  Q And what about your father, did he receive 1 0  -- a couple in Florida. 
1 1  any - 1 1  Q You ind i cated earl ier that some investors 
12 A No, he did not. 1 2  m ight h ave taken their m oney out early; d i d  I 
1 3  

1 4  

Q You said that you thought Greg Smith 
learned about Rampart Fund through Summit's 

. 1 3  

1 4  

understand that correctly? 
A You d id .  

tel l  me how that would  have happened. 1 5  Q And was that al lowed under the -- the 
16 A I 'm sorry. He  l earned about Summit and -- 1 6  contract? 

and met us through the website. 1 7  A Yes .  
Q Okay. So is Rampm1 Fund - 1 8  Q And how was it d etermined whether or  not 

1 9 A But -- 1 9  to grant an early redemption? 

2 0  Q -- or was it ever advertised anywhere? 2 0  A I t  was j ust, if someone asked, we d id it. 

2 1  A No. No. We -- no. My dad and I would 2 1  I mean, there's no -- you know, i f -- we d idn't give 

2 2  have told  Greg about it, but it was not on the 2 2  any thought to say "no . "  

2 3  website. 2 3  Q So, no o n e  who's asked for an early 


Q And you indicated that Summit was an 2 4  redemption has been denied? 
investor in Rampart? 2 5  A That's correct. 
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1 Q Are al l  investors aware of the -- the 1 

2 .current financial issues related to Rampa11 Fund? 2 

3 A I don't think so.  3 
4 Q And why don't you think so? 4 

5 A Well ,  I haven't -- I haven't told anybody 5 

6 about it. 6 

7 Q W  n  7 

8 A Wel l, I d i dn't want to cause a panic or  8 

9 anyth ing. 9 

1 0  Q So there are some investors who are aware 1 0 

1 1  of the issues; is that correct? 1 1  

1 2  A No, no, hmm-mm. 1 2  

1 3  Q So, no investors know that The 1 3  

1 4  Undenvriters G roup has defaulted? 1 4  

1 5  A I don't think they -- I don't think 1 5  

1 6  there's anyone.  N o  one's mentioned it to me. 1 6  

1 7  Q And who -- who was involved in the 1 7  

1 8  decis ion t o  not share that information w ith investors 1 8  

1 9  in the Rampa11 Fund? 1 9  

2 0  A That was me .  2 0  

2 1  Q Does the Fund ever i ssue any sort of 2 1  

2 2  regu lar report, o r  newsletter, or anything l ike that, 2 2  

2 3  updating the investors? 2 3 

2 4  A No.  2 4  

2 5  Q I s  there anything ever issued other than 2 5 

Page 7 4  

1 the initial note and the quarterly interest payments? 1 

2 A Yes. 2 

3 Q What? 3 

4 A They get a statement from Summit that 4 

5 shows their interest and -- and their note, but 5 

6 that's it . 6 

7 Q And tell me -- help me understand Summit's 7 

8 connection to the Rampart Fund then. 8 

9 A Summit's the custodian for the accounts 9 

1 0  that invest in it, that's the extent of the 1 o 

Page 7 5  

charged b y  Summit Trust Company? 
A For w hat we call a " basic account," it 

would be -- oh -- it's e ither -- I th ink at th is  
point i t ' s  $ 1 00 a year. 

If i t  were what's called an "un l im ited 
account," which  has mult iple investments in it, of 
d i fferent kinds, that are not -- that they wouldn't 
fal l  under a basic, i t  would be basis points, 
starting at -- probably starting at something l ike 
45 ,  and then relative ly early on going down from -

from there, to l ike 3 0  and 20 and that sort of thing. 
Q And is the basis point appl ied to the 

in itial investment dol lar amount or the current 
investment dol lar amount? 

A It's -- it's on the -- the current amount, 
not the -- not the init ial .  

Q And I know we've been using some inexact 
numbers because we've needed to rely upon your 
memory, which i s  understandable. So, for my next 
question, I'm j ust  going to ballpark some numbers in 
order to try to get an understanding of how this 
would work. 

I f -- let's say I was an investor in the 
Rampart Fund for a m i l l ion do l lars, and I had a 
custodial account at Summit Trust that -- in  which I 

Page 7 6  

was charged a basis point -- o r  some s011 o f  basis 
point figure for that account, and let's 
hypothetical ly s ay the Rampart Fund has lost half its 
value. Would the basis point fee be charged to my 
mi l l ion-dollar investment or the current value of 
$500,000. 

A Wel l ,  that's fai rly theoretical, because 
Greg Smith's cl ients I don't think are charged basis  
points. I mean, if  they're charged anything, it's a 
fiat fee .  

1 1  It would be -- but  it -- it would be based 
1 21 2  Q And so investors in the Rampart Fund have 
 -- it would be w hatever is -- you know, whatever's 


an account at Summit; i s  that correct? 
 carried on the books. So -- and, you know, Rampm1, 

14  A That i s  correct, yeah. because the note can sti l l  be redeemed for the face 

1 5  Q And do these investors pay any sort of fee 1 5  amount, we would carry i t  at that. 
1 6  to Summit for that account? 1 6  Q So it's -
1 7  A Tomich's c l ients did, because they had 1 7  A But again, we don't -- I 'm sorry. Go 
1 8  other investments as wel l .  S o  they were charged, you 1 8  ahead. 
1 9  know, a custodial fee.  1 9  Q All right. In my hypothetical ,  then, it 
2 0 At this point, I don't know -- I don't 2 0 would sti l l  be marked as a mi l l ion dol lars? 
2 1  know i f  Summit i s  charging Greg Smith's c l ients. 2 1  A Yeah. 
2 2 Q Who -- who would know that? 2 2 Q I t  would not reflect any losses by 
2 3 A I could find out. It's s imple enough for 2 3 Rampart; is  that correct? 
2 4  m e  to find out. 2 4  A That's right. 
2 5 Q And what's the typical custodial fee 2 5 Q What are investors in Rampart Fund told 
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about the relationship between Summit Trust and 
Rampart? 

A I don't know. I'm not sure what -- I 'm 
not sure what the advisors tel l them . They should 
tell them that we're the custodian for Rampart, but I 
don't know what they tell them. 

Q Wel l ,  you know, the main point I 'm getting 
at is. is it disclosed to investors that there is 

1 
2 
3 
4 
5 
6 
7 
8 
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sort of due d i l  igence was done with regard to The 
Underwriters Group? 

A George would have done the due d i ligence 
on that. I know that there were some onsite v isits 
to his office, but I don't know -- I 'm not sure what 
other due di l igence there was. I 'm sure -- I'm sure 
there was some. 

Q Is there a file folder som ewhere that 
9 

1 0  
1 1  
1 2  
1 3  
1 4  

common ownership or control related to Summit Trust 
Company and the Rampart Fund? 

A I don't know. 
Q With regard to the Rampart Fund, who 

drafted the Prom issory Notes that i nvestors s igned? 
A I d id .  

9 
1 0  
1 1  
12 
13 
14 

contains that due d i l igence? 
A Very well could be. 
Q Wel l , what's the current plan to address 

upcoming redemptions with regard to the Rampart Fund . 
A We'l l  have to liquidate assets to meet the 

demand is what we'll have to do. 
1 5  
1 6  
1 7  
1 8  
1 9  
2 0  
2 1  
2 2  

Q Did anyone assist you w ith that? 
A George might have helped me. George Brown 

might have helped me at some point, but -
Q And did you draft this starting with a 

blank page or did you refer to some other investment 
that you were fami l  iar with and use that as a -- as a 
-- as a guide? 

A There would have had to have been some 

1 5  
16 
17 
18 
1 9  
2 0  
2 1  
2 2  

Q And are there sufficient assets at  this 
date to meet the outstanding notes? 

A It 's fairly close. I think we're probably 
a l ittle under. But I think -- I think there's a 
fairly good amount of assets to meet demand as they 
come due. 

Q What do you estimate the current deficit 
to be? 

2 4  
A 
 Maybe 8 or 900,000; that's a guesstimate. 

But I believe that -- as there's sti l l  time for the 
2 3  kind of -- you know, some kind of template, but I 

2 4  don't remember at this point. 

2 5  Other than the Note, what other 2 5 

.... 
Page 78 

1 written materials are provided to investors or 1 
2 potential investors in the Rampart Fund? 2 
3 A At one point, there was some -- you know, 3 
4 some bas ic marketing piece. I don't know if  I could 4 
5 lay my hands on it now. I t's been a few years. B ut 5 
6 I think that's it. I 'm not sure what else. 6 
7 Q Was that -- was that a written document? 7 
8 A Yeah. With graphics and such, you know, 8 
9 but yeah. 9 

1 0  Q How many pages? 1 0  
1 1  A A couple. 1 1  
1 2  Q Who prepared that document? 12 
1 3  A George B rown. 13 
1 4  Q Did anyone assist your father i n  preparing 14 
1 5  that document? 15 
1 6  A Just to proofread it .  16 
1 7  Q Who prov ided the content that went into 1 7  
18 that document? 18 
1 9  A I think it would have been G eorge. 1 9  
2 0  Q Well ,  d id  you receive any written 2 o 
2 1  materials from Dr. LaiTY Wright, at The 2 1  
2 2  Group, that would have flowed through into that 2 2  
2 3  document? 2 3 

2 5 
A Most l ikely. 
 Q What town? 

Q When the Rampart Fund was set up, what 
 A Jacksonvi l le. 
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think that' l l  be made up. 
Q With regard to the j udgment that you 

obtained against The Underwriters Group and Dr. 
Wright, what -- what state was that judgment obtained 
in? 

A Florida. 
Q Was that in federal court or state court? 
A I t  -- i t  was -- oh, boy. It was done 

through mediation, but i t  was -- I don't think i t  was 
a federal court. I mean -- I don't know. I had a 
lawyer down there that handled it .  I would  have -- I 
-- I don't know. I really don't know. 

Q And so you have a signed agreement from 
The Underwriters Group agreeing to this dollar 
amount? 

A There is -- yeah, there's some kind of  
signed documentation. An "agreement" i s  probably an 
accurate -- you know, an accurate description. 

BY MR. MARTIN: 
Q Who's your Florida attorney that handled 

this matter? 
A Chris, his last name is Hasl ip, 

H-a-s-1-i-p. 
2 4  
2 5  
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1 3  A Wel l ,  yeah. 

1 9  1 9  

Page 8 1  

1 Q Jacksonvi l le .  1 

2 A He's with a fi rm .  I don't remember the 2 

3 name of it, but it's -- it's -- there's a firm down 3 

4 there. 4 

5 Q Understood.  5 

6 In terms of the written document, the 6 

7 Prom issory Note that went to the Rampart 7 

8 how d id  they receive that written materia l?  8 

9 A I -- I don't remember how they rece ived 9 

1 0  that, if they received it .  1 o 

1 1  Q Did i t  come d i rectly from the Rampmi Fund 1 1  

1 2  and you? 1 2  

Page 8 3  

Q And who's " we"?  
A George B rown, Kevin Brown. 
Q Okay. D id  you have some kind of template 

or example that you worked from? 
A You know, there were -- yeah, there were 

other -- other Asset Purchase Forms out there to be 
seen, that other -- that other trust companies or 
other fund companies would have used, that kind of 
thing. 

Q From the I nternet and -
A Yeah. 

Q Okay. 


1 4  Q Okay. D id you e-mai l  it o r  mai l  it or -
1 3  A I t's used for -- it's used for anything 
1 4  that anyone wants to i nvest in, be it  you know, 

1 5  A I honestly don 't remember i f  they got 1 5  Rampart Note or DF A funds or you name it. 
1 6  copies o f  it, and if they d id ,  how. 1 6  Q Okay. Other than the Asset Purchase Form, 
1 7  Q Okay. D id you provide copies o f  the 1 7  do you have a Prom issory Note on fi le or in  p lace for 
1 8  Promissory N ote  to Tom ic h  and Smith? 1 8  each of the Rampmi i nvestors? 

A I don't remember. 
 A Yes . 

2 0 Q Okay. D id  investors execute a Promissory 2 0 Q And who executes such a document? 
2 1  N ote? 2 1  A E ither George or myself. 
2 2  A No .  2 2  Q Okay. But  it 's not executed by the 
2 3  Q Okay. So there's no executed document 2 3  i nvestor himself? 
2 4  from an investor related t o  the Rampart Fund? 2 4  A R ight. 
2 5 A No .  would - would have And I take i t  the Note 

1 

Page 8 2  

an Asset Purchase Form directing Summit t o  make a 1 will dictate or state clearly whether it's a 

Page 8 4  

2 purchase for it. 2 three-year or a four-year or a five-year program; is 
3 Q Okay . They would have or they did? 3 that -
4 

5 

A 
Q 

I think they did .  
Okay. And how did they get that form ? 

4 

5 
A 
Q 

Yes. That's right. 
Okay. And it also holds the interest rate 

6 A Most l ikely from their advisor. In fact, 6 to be earned and so forth; is that -
7 I mean, you could -- you know, al l  of our forms are 7 A That's correct. 
8 avai lable onl ine, but I -- I 'm sure they would 8 Q Okay. And do you understand that the 
9 have gotten it from their advisor. 9 investor, himself, then gets a copy of that 

1 0  Q Okay . And -- and their advisors got i t  1 0  Promissory Note that's been executed by you or George 
1 1  from the Summit site online o r  from -- from you 1 1  Brown? 
1 2  directly? 1 2  A I don't send it to them. 
1 3  A I can't say I remember for sure. I t  could 1 3  Q Do you -
1 4  have been e-mai led t o  them or  i t  could have been 14 A I don't -- I can't say that they do. 
1 5  downloaded, either way. I real ly don't remember. 1 5  Q Okay. Do you send it to Tomich or Smith? 
1 6  Q Okay. 1 6  A We may have in the past. I can't recall 
1 7  A I suspect -- I suspect some of them 1 7  doing that any time - 

1 8  downloaded i t  and some o f  them received i t  by e-mail .  1 8  Q Okay. 
1 9  Q Al l  right. I 'm sorry. You called an 1 9  A -- recently, so -
2 0  Asset Purchase Agreement; i s  that correct? 2 o Q What documentation does an investor have 
2 1  A Asset Purchase Form . 2 1  to show as evidence or proof that they actually have 
2 2  Q Asset Purchase Form, okay. 2 2  an investment with the Rampart Fund? 
2 3  A Yeah. 2 3  A Aside from a quarterly statement that they 
2 4  Q And who created the Asset Purchase Form? 2 4  get from Summit, I guess there's nothing. 
2 5  A We did. at Summit. 2 5  Q Okay. 

2 1  (Pages 8 1  to 8 4) 
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1 (Mr. Tyndal l confers w ith the W itness.) 1 A I t  is. 
2 A Okay. There i s  the Asset Purchase Form, 2 Q Who are the signatories on that account? 
3 too. 3 A George or Kevin Brown. 
4 BY MR. MARTIN: 4 Q That's it? 
5 Q Do they have a copy of it? 5 A That's it. 
6 A They should have gotten a copy of that 6 Q Okay. What's the current -- what's the 
7 from their advisor, yes. 7 current holding in that account? What's the amount 
8 Q O kay. Does the advisor help them fil l  8 in that account? 
9 that out - 9 A I ' l l  guesstimate about 3 0,000. 

1 0  A Yes. 1 0  Q Okay. And the equities that you've spoken 
1 1  Q - to your understanding? 1 1  of, related to Rampart and held by Rampart, are in 
1 2  A I bel ieve so. 1 2  what securities account? 
1 3  Q O kay. 1 3  A I think they're-- I think there's a 1st 
1 4  A Yeah. 1 4  Discount Brokerage, I -- there maybe another one. 
1 5  Q And that's a form that either gets e- mail 1 5  There are some certificates held-- you know, 
1 6  mai led to the advisor or pul  led off the Summit 1 6  physical -- physical certificates. 
1 7  website; is  that r ight? Q Mm- hmm. 
1 8  A Yeah. 1 8  A And there's the Clark Capital account. 
1 9  Q O kay. And how do you calcu late the 1 9  Q All these are Rampmt? 
2 0 i nterest -- the quarterly interest earned by 2 0 A Correct. 
2 1  investors in the Rampart Fund? 2 1  Q Okay. Are they in the Rampart name? Is  
2 2 A Well ,  you take whatever the interest rate 2 2 there-- is there an account cal led "Rampart" at 
2 3 that they selected - 2 3 these various -
2 4  Q Mm- hmm. 2 4  A Yeah. 

!_! by their principal, and 2 5 Q -
_ 

Page 8 6  Page 8 8  

1 divide it by four. 1 A I'm sorry. Yes. Yes. 
2 Q Okay. And is that a calculation you carry 2 Q Okay. Okay. 
3 out? 3 A I 'm sorry. I shouldn't say "yeah. " 
4 A Yeah. 4 Q And so it sounds l ike there's a Rampart 
5 Q Okay. You don't use an accountant or a 5 account at 1st Discount, for example; is that 
6 bookkeeper - 6 correct? 
7 A No. 7 A I believe it's 1st Discount, yes. 
8 Q - to help you with that? 8 Q Okay. And then one held at Clark Capital; 
9 A No. 9 is that correct? 

1 0  Q Okay. That's pretty simple math, right? 1 0  A Yes. 
1 1  A Yes. 1 1  Q And where -- where else? 
1 2  Q Okay. And I believe you told J ay earlier 1 2  A Rampart has a-- has a couple of accounts 
1 3  that you then issued the quarterly checks for 1 3  at Summit. 
1 4  interest to the Rampart investors; is  that correct? 1 4  Q Okay. 
1 5  A A check i s  cut, but it's sent to Summit, 1 5  A It has a couple of- - I believe it has a 
1 6  deposited, and then they credit it to each cl ient's 1 6  couple of paper ce11ificates for some stocks. And 
1 7  account. 1 7  then I just don't remember where else there's stuff. 
1 8  Q Okay. A I I  right. And al l  those checks 1 8  Q Okay. Who manage-- who manages that on 
1 9  were fl·om a sing le account at Citizens Bank; i s  that 1 9  behalf of Rampa11, who manages these holdings? 
2 0  correct? 2 0  A I handle that - 
2 1  A Yeah. 2 1  Q Okay. 
2 2  Q Okay. 2 2  A - yeah. 
2 3  A Yes. Sorry. 2 3  Q And so when you say you're not sure or you 
2 4  Q And is that an account held in the name of 2 4  don't know in the context of the questioning I'm- 
2 5  2 5  I 'm to you now, it's-- it's a 
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1 recollection i ssue, it 's not a control issue; is that 1 document from TOMICH-000354 through 355 .  And you'! 

2 fair? 2 see you're on this e-mai l  exchange -- there are two 

3 A That's fair to say, yeah.  3 d ifferent e-mails here. Do you recognize the e-mai ls  

4 Q Okay. A l l  right. And you mentioned 4 that constitute Exhibit 4 7? 


5 Anthony Pontare l l i  before, the CPA? 5 A Yes. 


6 A M m-hmm . 6 Q Okay. You' l l  note that in the top e-mai l ,  


7 Q You said he  does the bookkeeping for 7 which is the more recent e-mai l ,  dated May 1 4th, 


8 Rampart. Could you be more expl ic i t  and explain 8 20 1 2, from you to Marianne, at -- and I bel ieve 


9 exactly what he does on behalf of Rampart? 9 Marianne works for Mr. Tomich's office; is  that -- is 


1 0  A Al l  he real ly does is take anyth ing that's 1 0  that correct? 


1 1  handwritten in a checkbook o r  a physical deposit of  1 1  A Yes. 


1 2  some k ind,  i f  there i s  one, and enters i t  into 1 2  Q Yeah .  Okay. 


1 3  QuickBooks onl ine;  that's real l y  a l l  he  does.  13 You reference that -- that, "For the rest 


1 4  Q Okay. A l l  right. S o  credits/debits? 1 4  of the Rampart notes" -- and then parenthetical ly -

1 5  A That's about i t ,  yeah . 1 5  "that is  the ones other than the ones that are," 

1 6  Q Okay. 1 6  quote, "on course, all of them were overpaid . "  What 

1 7  A I mean, there's not -- you know, there's 17 does this overpayment of the Rampart notes reference 

1 8  not a whole lot to it .  18 to. 

1 9  Q Okay. Kind o f  balances the checkbook for 1 9  A I guess a dupl icate interest payment; in 

2 0 Rampart in a sense -- 2 o other words, paid more than they should have been. 

2 1  A Yeah. 2 1  Q And how did  that happen? 

2 2 Q -- is that -- okay. 2 2  A Well,  that wou ld have been my error. 

2 3 Does he prepare any kind of review or 2 3 Q Okay. Just from a procedural standpoint, 

auditing paperwork o r  any -- any such function for 	 2 4  how do you handle your interest payments on the -- on 

2 5  the Rampart Fund, what's your methodology? 

Page 9 0  	 Page 9 2  

1 A No. 	 1 A It's all on spreadsheet, with a -- I mean, 
2 Q Is the Rampart Fund audited in any way by 2 with a next due date, payment due. 

3 anyone else? 3 Q Okay. And so how is it that an 

4 A No. 4 overpayment would occur then? 

5 Q Okay. 5 A I 'm not really sure. I guess I 

6 MR. TYNDALL:  Excuse me. Could we take 6 miscalculated it .  

7 quick bio break? 7 Q Okay. 

8 MR. MARTIN:  Yeah. Let's -- 8 A I t  should have been easy enough, but -
9 MR. TYNDALL: Only a few minutes. 9 Q And -- and then you reference the ones 


1 0  MR. MARTIN: That's fine. 1 0  that are, quote, on course. What do you mean by "on 

1 1  Let's go off the record at 1 0 : 1 2  a.m. 1 1  course" there? It 's in quotations in that first 

1 2  (Break from 1 0  : 1 2  a.m .  to 1 0 : 39  a.m.) 1 2  paragraph. 

1 3  MR. MA RTIN : Let's go back on the record 1 3  A I don't know what that means. 

1 4  at 1 0 : 39  a.m. 14 Q Okay . 

1 5  BY MR. MARTIN: 15 A Well, let me -- well -
1 6  Q While we were off the record, there were 1 6  Q Go head. 

1 7  no substantive conversations between the staff and 1 7  A Yeah. Let me j ust read it real quick 

1 8  the witness o r  his counsel ;  i s  that correct? 1 8  again.  

1 9  MR. TYNDALL: Correct. 1 9  (The Witness reviews Exhibit 47.)  


2 0  A Correct. 2 0 A If I had to guess, i t  would be the ones 

2 1  (SEC Exhibit 4 7 was marked 2 1  that were paid correctly. 

2 2  for identification.) 2 2 BY MR.  MARTIN : 

2 3  B Y  MR. MARTIN : 2 3  Q Okay. And so you're -- you're paying 

2 4  Q Kevin, I 'm going to hand you what's been 2 4  these into the Summit Trust accounts of these 

2 5  identified as Exhibit 47.  Exhibit 4 7  i s  a two-page particular individuals who are investing in Rampart; 
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1 i s  that correct? 1 you'll see that this is e-mai l correspondence between 
2 A That's correct. 2 the same Marianne i nd ividual at Tomich's office and a 
3 Q Okay. And at th is  t ime, by May of  20 1 2, 3 Jennifer Revzon. 
4 is Mr. Tom ich and -- are h i s  c l  ients l iqu idating 4 Do you recognize this e-mail i nterchange 
5 their Rampart Fund? In other words, are they 5 that is Exhibit 48? 
6 

7 

redeem ing their funds? 
A Y eah, I believe some of them would have 

6 

7 
A I'm -- wel l ,  I 'm looking at it now. 

(The Witness reviews Exhibit 48.)  
8 been . 8 A I can say I 'm famil iar with it now. I 
9 Q Okay. The -- when you look in the - 9 haven't seen it before, but -

1 0  in itial e-mail ,  which i s  the -- the bottom e-mai l ,  in 1 0  B Y  MR. MARTIN:  
1 1  the first sentence i t  says, " H i ,  Kevin .  You've 1 1  Q Okay. 
1 2  probably been pretty busy late ly, but the above 1 2  A Sure. 
1 3  account, " 1 00353 ,  " i s  sti l l  i n  a state of, "  quote, 1 3  Q And what I want to draw your attention to 

" shock. " What does that reference, t o  your 14 is the second sentence of the top e-mai l, where it 
1 5  understand ing? says, "we understand from Kevin that all Rampart 

1 6  A I 'm th inking that she's referring t o  some 1 6  funds are to be closed and placed in the money 

o f  these i nterest overpayments. 1 7  market. "  Does that reference you, " Kevin"? 
1 8  Q Okay. 1 8  A It does. 
1 9  A 
 B ecause she's got something -- i f  you 
 Q Okay. And what -- what's the meaning of 


2 5  

look, it 's - - her terminology i n  the e-mai l  below is  2 0 that sentence? 
"on course . "  2 1  A This was during the time when Tomich was 

Q Right. 2 2  having all of his Rampart Funds l iquidated. 
A So I 'm thinking -- and -- you know, I 2 3  Q Okay. And so he -- all -- it says, "Al l  

think -- I 'm not sure but I th ink she i s  Briti sh .  So 2 4  Rampart Funds are to be c losed. " Does that include 
I 'm not sure i f  she uses American ized 2 5 for non-Tomich investors? 


Page 9 4  

1 but -
2 Q Okay. What -- what is that account, that 

3 " 1 00353 ,"  what does that reference? 

4 A That is Anne Savage's account, either an 

5 IRA or a non-IRA -- I'm not sure which, but it's an 

6 account at Summit. 

7 Q At Summit? 

8 A Yes .  


9 Q Okay. So that would be the account into 

1 0  which the interest payments from Rampart would be 
1 1  paid, because Anne Savage was one of the Rampart 
1 2  investors? 
1 3  A Yes. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

1 1  

1 2  

1 3  

Page 9 6  

A No. No. Hmm-mm. 
Q Okay. That's j ust for Tomich investors? 
A Yeah. 
Q "And placed in the money market," what i s  

the money market? 
A When someone were to redeem any kind of 

investment, and the money comes back into their 
account at Summit, it -- instead of j ust sitting in 
cash, it would go into a money market account. 

Q Okay. And that money market account is 
pm1icular to an i nvestor? 

A No. 
Q It's -

Q That's correct? 1 4  A It's an omnibus account. 
A Yes. 
 Q It's an omnibus account. 


1 6  Q Okay. I ' l l  take that back. 1 6  And so do you account for their cash in  
(The Witness passes Exhibit 47 
 the money market i n  some way? In other words, the -

to Mr. Martin.) 1 8  

(SEC Exhibit 48 was marked 1 9  

for identi fication.) 2 0 

BY MR. MARTIN : 2 1  

Q Okay. Kevin, I'm going to hand you what's 2 2  

been identified as Exhibit 48. Exhibit 4 8  i s  a 2 3 

one-page document, an e-mail chain, dated March 28th, 2 4 

20 1 3 , and the Bates number is TOMICI-I-00 1 059. And 2 5  

the -- the funds are coming back into the money 
market. 

A Mm-hmm. 
Q Does a particular investor have a piece of 

that and another investor have a piece -
A Yes. 
Q -- and so forth? 
A Yes. 

24 (Pages 9 3  to 96) 

DIVISION EXH. 4 



1 0  
1 1  
1 2  
1 3  
1 4  

1 7  

1 9  

2 4  
2 5  

1 4  

Page 9 7  Page 9 9  

1 Q How do you account for that? 1 A It is .  I t  is hourly. 
2 A It's done -- done on our AccuTrust Gold 2 Q And what's the rate? 
3 software system -- 3 A It varies. On the low end, they may have 
4 Q Okey. 4 people at $30 an hour or less. I think Jennifer 
5 A -- for the trust company. 5 might be around $90 an hour, but I'm not positive of 
6 Q Okay. So you have one omnibus money 6 that. B ut it's -- it varies depending on the 
7 market account in which there are funds that belong 7 employee. 
8 to, 1 suppose, potentially hundreds of your cl ients; 8 Q And out of what funds do you pay the 
9 is that accurate? 9 Revzons? 

1 0  A That -- sure. Or more, sure, mm-hmm. 1 0  A Out of Summit's general operating funds. 
1 1  Q Okay. Al l  right. And in the course of 1 1  Q Okay. And -- I 'm sorry -- the -- the 
12 l iquidating or redeeming the Rampart Funds for the 1 2  entity name for the Revzons is called what? 
13 Tomich cl ients, when those were redeemed, they were 1 3  A Revzon Consulting Group. 
14 put into the money market -- the omnibus money marke  1 4  Q Okay. 
15 account; i s  that correct? 1 5  MR. TYNDALL: LLC. 
1 6  A I believe that is correct. 1 6  A LLC. 
17 Q Okay . And where is that money market 1 7  MR. BROWN : Thank you. 
18 held? 18 BY MR. MARTIN:  
19 A Federated. Federated Funds, which I 1 9  Q And I notice in the -- in the signature 
2 0  bel ieve i s  i n  Pittsburgh. 2 0 l ine here, it says "Jennifer Revzon, Summit Trust 
2 1  Q What is Federated Funds? 2 1  Company, Compliance Office." What services do they 
2 2  A It's a mutual fund family. 2 2  provide regard ing compliance? 
2 3  Q Okay. Who's the signatory on that 2 3  A Les Revzon is our chief compliance officer 
2 4  account? 2 4  for Summit. 
2 5  A I would have had to have signed something 2 5 Q Okay. And what does he do in that role? 

Page 98 Page 1 0 0  

1 at some point, but there's no -- there's no checks. 1 A Wel l ,  h e  interacts with the Nevada 
2 Everything is done either wired into the account or 2 Financial Institutions Division and, you know, other 
3 wired back out of the account. 3 things that a compl iance officer does for a trust 
4 Q Okay. Who has authority over the account? 4 company, review trusts. He's on the trust committee. 
5 A l do, as well as -- 5 So when we get a new trust in  from an attorney or a 
6 Q Okay . 6 c l ient, we have to review it before we can accept it . 
7 A -- Revzon's office. 7 Q Mm-hmm. 
8 Q I 'm sorry. Revzon's office? 8 A He's one of the people that reviews the 
9 A Les Revzon and Jennifer Revzon. 9 trust to make sure that it's properly s i tus'ed and 

Q Okay . And who is Jennifer Revzon? 1 0  that -- that we can do the things that the trust 
A Les Revzon's daughter, but she works for 1 1  document may say that we can do as a trust company. 

Revzon Consulting. 12 Q Okay. And it sounds l ike he has some 
Q And what is Revzon Consulting? 1 3  responsib i l ities in  -- with the trust component. But 


1 5  
A They are, among other things, an 


outsourc ing firm for smal l  trust companies l ike ours, 

does Revzon -- either Revzon Consulting or the 

individuals, Les Revzon or Jennifer Revzon, have 


1 6  where they provide either back office suppmi, 1 6  anything to do with the investments in  which the 

compl iance support, things l i ke that. 1 7  Summit Trust c l ients are in, such as Rampmi or Arete 

Q Okay . So i s  either Les Revzon or Jennifer 18 or any of the --
Revzon an actual employee of Summit Trust? 1 9  A No. 

A No .  It 's - - no. It 's done - - it's -- 2 o Q -- other i nvestments? 

2 1  they're consultants, so they're j ust paid a month -- 2 1  A I 'm sorry. No. No, they don't, no. 
2 2  you know, they're paid monthly whatever -- whatever 2 2  Q Okay. So, i n  terms of compliance, there's 
2 3  t ime they spend working for us, we pay them. 2 3  no compliance over any underlying investments or 


Q And -- and how does that work? How are 2 4  rel ated investments with Summit Trust; is that 
they compensated, exactly? I s  i t  an hourly wage? 2 5 accurate? 
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1 A That's correct. 1 Q Well ,  what -- and j ust i n  terms of 
2 Q Okay. It -- it sounds l ike it's purely 2 categories, what types of investments are the Summit 
3 trust-oriented compl iance work; is that a fair 3 Trust cl ients in? We know about Rampart, correct? 
4 statement? 4 A Mm-hmm. 
5 A Well, you know, I -- I think it's more 5 Q Is that a "yes"?  
6 than that, because they -- you know, they -- they - 6 A Oh, I 'm sorry. Yes. 
7 they help with I RA accounts to make sure that people 7 Q Okay. We know about Capital W indow, yes? 
8 aren't investing in prohibited investments for an 8 A Yes. 
9 IRA, for example. 9 Q And we understand there arc some -- as you 

1 0  Q Mm-hmm. 1 0  testi fied earlier, some mutual funds, and some EFTs, 
1 1  A But they -- you know, it's -- it's more 1 1  and some investments of that nature, correct? 
1 2  than j ust reviewing trusts, but it's all trust 1 2  A That's right. 

company related, if that's -- if that's what you're 
 Q What other i nvestments -- or types of 

1 4  say ing. 1 4  investments are your cl ients at Summit Trust i n? 
1 5  Q Okay. I mean, were they ever in  a 1 5  A Investment real estate, RE!Ts -- or Real 
1 6  position where they reviewed or were i nvolved i n  any 1 6  Estate Investment Trusts, I should say . 

way in the Rampart Fund? 1 7  Q And -
1 8  A No. 1 8  A Publicly -- I'm sorry. Go ahead. 

Q Okay. So the Revzons and their entity 1 9  Q And then can you explain more specifically 
2 0  were not involved in the Rampmi at al l? 2 0  what type of RE!Ts or real estate investments your 
2 1  A That's correct. 2 1  cl ients are in? 
2 2  Q Okay. Were they involved in any rev iew or 2 2  A Investment real estate might constitute 
2 3  due di l  igence related to Arete? 2 3  something l ike a rental condo; that's the only one I 
2 4  A No.  2 4  can think of off the top of my head. But I happen to 
2 5. Q Okay. other funds or investments in 2 5  know a cl ient that has investment rental, investment 

Page 1 0 2  Page 1 0 4  

1 which Summit Trust cl ients are in, do the Revzons 1 property that they o w n  inside a n  IRA. Real Estate 
2 have any review or due d i l igence work or any other 2 Investment Trusts, I think, are both publ ic ly and 
3 compliance work related to those investments? 3 privately traded and held, I think. 
4 A No, hmm-mm. 4 Q And what's your i nvolvement, i f  any, w ith 
5 Q Okay. 5 those i nvestments? 
6 MR. TYNDALL: H ang on one second -- one 6 A No.  Just a custod ian.  We don't have any 
7 second . 7 investment involvement in  those. 
8 (Mr. Tyndall confers with the Witness .)  8 Q Okay. And other than the rea l  estate, 
9 BY MR. MARTIN : 9 what other types of investments are your -- your 

1 0  Q Okay. I ' l l  take that from you. Thank 1 o c lients involved in? 

1 1  you. 1 1  A Publ ic ly traded  stocks -
1 2  (The Witness passes Exhibit 48 1 2  Q Mm-hmm. 

1 3  to Mr. Martin .)  1 3  A -- bonds, m utual funds of a l l  kinds.  

1 4  B Y  MR. MARTIN : 1 4  Q And who's advising your c l ients regard ing 

1 5  Q At Summit Trust o r  at Brown Investment 1 5  these stocks and bonds and mutual funds? 

1 6  Advisors, are there any other funds or investments 1 6  A It's the advisor that -- that works w ith 

1 7  l i ke Rampart which originated with you or your father the c l ient. 

1 8  in terms of the -- the structure of the investment or 1 8  Q Does that include your father or you? 

1 9  the -- the program itself? 1 9  A Yes, on some cl ients. Not a -- not -- not 

2 0  A How do you mean? 2 o lots of c lients, but, sure, some. 

2 1  Q Well, is there anything else l ike Rampart 2 1  Q And how m any of  the Summit c l ients wou ld  

2 2  that originated with you or your father, whether it 2 2 you say are you or your father advis ing regarding 

2 3  was through Summit Trust, Brown, or otherwise? 2 3  securities? 

2 4  A No. Nothing l ike that, no. I don't think 2 4  A Securities? Could you -
2 5  so. 2 5  Q Well, stocks, bonds. 
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1 A Anything, you mean? 1 

2 Q Yeah. 2 

3 A Okay. I 'm thinking it might be in the 3 

4 neighborhood of maybe 50 or 60 - 4 

5 Q Okay. 5 

6 A -- something l i ke that. I -- it could be 6 

7 more. 7 

8 Q How many are your cl ients and how many are 8 

9 your father's cl ients? 9 

1 o A Probably -- I 'm thinking probably 1 0  

1 1  60  percent might be  my  cl ients and 40  percent might 1 1  

1 2  be  his. 1 2  

Page 1 0 7  

I 'm ,  you know, m ostly running the trust company. 
Q A l l  right. Related to DF A or  any other 

fees that you receive for this advice, are you 
d i sclos ing that information to these c l ients, the 
existence of the fee or the amount? 

A Yeah;  c l ients are told that upfront. 
Q What are they told exactly? 
A That there's an investment management fee 

and -- and they're told what it is .  
Q A re they told that you share in that fee?  
A I think we tel l  them that in the 

beginning, yeah. 
Q Okay. And related to the advice that you 1 3  Q You -- you th ink or -

1 4  give these cl ients for these investments in  the 1 4  A Wel l ,  I do  th ink. I don't know for sure. 
1 5  stocks and the bonds and mutual funds, and s o  forth, 1 5  I t' s  been a wh i le s ince I've actual ly had a retai l  
1 6  how are you compensated? 1 6  c l  ient. 
1 7 A I can't think of any compensation that 1 7  Q Okay. A re they told how much such a fee 
1 8  George receives. 1 8  is? 

For the cl ients that I have i n  the 

2 o Di mensional Funds, DF A Funds, I do receive a ttonl 


1 9  A Yeah, that 's d isclosed. 
2 0 Q Okay. 


2 1  o f  the -- the fees that we get from D F  A .  2 1  M R. M A RTIN : Go ahead . 
2 2  Q What's the portion? 2 2  B Y  M R .  SCOGGIN S :  
2 3 A I get 50 percent. 2 3  Q M r .  B rown, I have a few fol low-up 
2 4  Q Fifty percent of what? 2 4  questions related to Rampart. 
2 5 A Of whatever the fee that we collect on 2 5  A Mm-hmm .  

Page 1 0 6  Page 1 0 8  

1 those accounts arc. It starts at -- for DFA, it 1 Q Were there additional investors that came 
2 starts at one-and-a-half percent annual ized on l ike 2 into Ram part after The Underwriters Group de l llllted? 
3 the 1irst I 0.000, and then it goes clown to one and -- 3 A I think so. 
4 1 .3 5  percent, 1 .2 1 ,  and l ike that. It's, you 4 Q Approximately how many? 

5 know -- 5 A I don't remember. I really don't know. 

6 Q Okay. Other than the portion of the DFA 6 Q Who brought those investors in? 

7 fee, how else are you compensated for this advice you 7 A I believe those would have been Greg 

8 give your cl ients? 8 Sm ith. 

9 A That's it. I don't -- I don't charge an 9 Q What, if anyth ing, were these investors 


1 0  hourly fee or anything l ike that. 1 o told about the default by The Underwriters Group? 

1 1  Q Well, how do you make any money, then, off 1 1  A They weren't told anything about it. 

1 2  o f  it? I mean, you have these cl ients and you're 1 2  Q And why is that? 

1 3  providing them advice related to d ifferent 1 3  A Well ,  because there were other investments 

1 4  stock and bond purchases, mutual funds; how do you 1 4  there. 

1 5  how does i t  help you? 1 5  Q And -- and you're referring to the 

1 6  A Well, we get paid every month on those. 1 6  investments through Clark Capital? 

1 7  Q In  what way? 1 7  A Well ,  you know, all the different 

1 8  A On -- wel l ,  from the DF A Funds. The -- 1 8  equities, yeah. 

1 9  the -- you know, the investment management fees are 1 9  Q With regard to the ind ividual investors in 

2 0  col lected on a monthly basis .  2 o Rampart who have their funds -- or their investment, 

2 1  Q But that's j ust for DF A. 2 1  rather, custodied at Summ it, do they each have 

2 2  A Yeah. 2 2  individ ual accounts at Summ it? 

2 3  Q What about the other investments? 2 3 A Yes. 

2 4  A I -- there's not a tremendous amount of 2 4  Q And I thought I understood you to say 

2 5  investment advice that I provide to people, because earl ier that Rampart had accounts at Summit as well ;  
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1 did I understand that correctly? 1 MR. SCOG G IN S :  That's a l l .  

2 A Yes. 2 B Y  MR.  M ARTIN : 

3 Q And tell me about those. 3 Q The Promissory Note that was executed 

4 A Well , Rampart has -- j ust l ike a cl ient 4 related to the Rampart G roup i nvestment, d id  that 

5 might invest -- so -- so Rampart has some investments 5 expl icitly reference The Underwriters G roup and that 

6 custodied at Summit, is what that means. 6 investment? 

7 Q Okay. For example, was Rampart's 7 A I don't bel ieve i t  does, no. 

8 investment at The Underwriters Group custodied at 8 Q What scope or what type of investment does 

9 Summit? 9 the Promissory Note reference? 


10 A No. 1 0  A Off the top of my head, I don't remember 
1 1  Q Can you give me an example of-- of one or 1 1  i f  i t  does reference anything in  the note, itself. 
12 two investments by Rampart that are custodied at 12 Q Okay . Did it al low d i scretion to you and 
13 Summit then? 1 3  your father, for example, to invest i n  v i tiually 
14 A We've had things l ike precious metals, 14 anyth ing? 
15 l ike some gold and s i lver holdings; some mutual 1 5  A I ,  honestly, don't remember if it spoke to 
1 6  funds, l i ke DFA; some ETF Funds; some funds from a 1 6  that or not. I don't think it d id  but I don't 
1 7  company cal led Main Management, which is a -- I 1 7  remember. 
1 8  they manage ETFs, too; things l ike that. I mean, 1 8  Q Okay. But -- and I real ize you're 
1 9  some of  those are actually specific examples, but -- 1 9  attempting to recal l  this .  Did the Promissory Note 
2 0 Q Sure. And so what's the purpose of 2 0 speak to a category of i nvestments or a particular 
2 1  Rampart having custody of its mutual funds or ETF's 2 1  type of investments with any particu larity? 
2 2  through Summit, as opposed to j ust directly having a 2 2  A I really don't remember. 
2 3 brokerage account to handle those? 2 3 Q Okay. 
2 4  A Well, it didn't make sense to -- to send 2 4  A I 'm sorry . 
2 5 that business elsewhere, rather than have it, 2 5 I want to attention back to the 

Page 1 1 0  Page 112 

1 know, at Summit. I -- why would I -- you know, why 1 Background Questionnaire, which i s  Exhib i t  46 i n  
2 would I go somewhere else to do that? I 'd  have to 2 front of you, and I want t o  -- I want t o  work through 
3 have some other custodian. 3 a few other q uestions here related to the B ackground 
4 Q So, d id Summit earn any compensation 4 Questionnaire. 
5 related to those custodial accounts? 5 If you'd look at what i s  Page 7 - 

6 A If there were investment management fees 6 actually, I want to take you back to Page 6. 
7 charged -- and, for example, with DFA funds, you 7 A Mm-hmm. 
8 know, there would have been, you know, some -- 8 Q I 'm sorry. There's a l i st o f  bank 
9 would have been some fees there. But I don't think 9 accounts, I j ust want to make sure that I 'm 

1 o that there's a custodial fee; I think we waived that, 1 o understanding the  scope of the  accounts here. 

1 1  but -- you know, the custodial fees, but those are 1 1  You identify a checking account at 

1 2  relatively m inor anyway. 1 2  TD Bank; i s  that correct? 

1 3  Q And I d i d  a l ittle research during the 1 3  A Yes. 

14 break with -- with regard to The Underwriters Group, 1 4  Q And i n  what name is that account? 


and I understand that The Underwriters Group offered 1 5  A That's jo intly with my wife. 
more than j ust the investment that you described for 1 6  Q Okay. You also identify checking accounts 

1 7  us. So  I was wondering if there were any other 

1 8  investments through the -- through The U nderwriters 

1 9  Group that you were connected to? 

2 0  A No. 

2 1  Q And did the investment that Rampart Fund 

2 2  was interested in through The Underwriters Group, 

2 3 that have a separate name other than "The 

2 4  Underwriters Group" ?  


1 7  at C it izens B ank; i s  that correct? 
1 8  A Yes. 
1 9  Q And in  whose name are those accounts? 
2 0  A Those are both jo intly with my wife. 
2 1  Q Okay . And then another savings account at 
2 2  TD Bank; i s  that correct? 
2 3 A Yes. 
2 4  Q And i n  whose name is that account? 

A I don't think so. 
 A 
 w ith my wife .  
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1 Q Okay .  And then there's Andrews -- is that 1 a new account for the, you know, the c l ient 

2 " Andrews Credit U nion," "Andrews Federal Credit 2 account at Wells Fargo. 

3 U n ion"? 3 Q To take the place of the account at Bank 

4 A It is "Federal Credit Un ion," yes.  4 of Nevada? 

5 Q Okay. And whose account is that? 5 A Right. 

6 A That's m ine. 6 Q Okay. Others? 

7 Q Your personal account? 7 A I 'm thinking. 

8 A Yes. 8 American Preferred Services has a money 

9 Q Okay. And does anyone else h ave s ignatory 9 market account at Delaware Cash Reserve. 


1 0  authority over that particular account? 1 0  B Y  M R. MARTIN : 

1 1  A No.  1 1  Q What is Delaware Cash Reserve? 

1 2  Q Okay. Other than the accounts that are 1 2  A It's -- wel l ,  it's -- it's a money market 

1 3  l isted here o n  Page 6 ,  Item N o .  2 3 ,  o n  Exhib it 46, 1 3  account with a Delaware group of funds, which is a 

1 4  you have s ignatory authority over any other bank 1 4  m utual fund company in  -- i n  -- I think in  

1 5  accounts a t  al l? 1 5  Philadelphia. 

1 6  A D o  you mean i n  my  name o r  jointly with 1 6  Q Okay. 

1 7  wife; i s  that what you're talking about, or -- 1 7  A And then Trust Counselors Network also has 

1 8  Q Regardless o f  whose name the account is 1 8  a money market account at Delaware Cash Reserve. 

1 9  in, whether it's an entity o r  an individual, what 1 9  Rampart has a -- I don't know -- money 

2 0  other accounts, besides these accounts, d o  you have 2 0 market account with The -- The Bancorp -- B-a-n- -  


2 1  s ignatory authority? 2 1  it's all one word, B-a-n-c-o-r-p. They're located in 

2 2  A Okay. So, there's corporate accounts. 2 2 Phi ladelphia and Wi lmington, both. 

2 3  Q Yeah. 2 3  Q Okay . 


A Okay. A And then Trust Counselors Network, I 

think, also has a market account with The 

Page 1 1 6  

Bancorp. 
I 'm just trying to remember i f  there's 

anymore. 
Now, when you say "signing authority" -

so Summit has two money market accounts at Citizens. 
BY MR. MARTIN: 

Q Mm-hmm. 
A There are no checks. But I 'm authorized 

to -- you know, to transfer funds, so I think that 
probably qualifies. 

Q Yeah. And it -
A So -- Okay. So two different Summit Trust 

2 5  

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

1 1  

1 2  

We' l l  stm1 there. 
.. ....... ··· ··· · 


Page 114 

A Summit Trust Company. 

Q What institution? 

A Citizens. 

Q Okay . 

A Of course, we talked about Rampart. 

Q And the Rampa11's at? 

A Citizens. 

Q At C itizens. 

A Brown I nvestment Advisors, also C itizens. 

Q Okay. 

A American Preferred Services, Citizens. 

Q These are all active accounts? 


2 5  

1 
2 
3 
4 
5 
6 
7 

8 
9 

10 
11 
12 

A Yeah, mm-hmm. 13 Company money market accounts at Citizens Bank; 
Q Okay . 14 can label them as "Account One" and "Account Two" 
A They are, yes . 15 you want. 


16 Q And any other accounts that you control, Q Al l  right. 
A ·rrust Counselors Network, Citizens. 17 whether you're a signatory or not, where you have 

1 8  There is a Summit Trust Company cl ient 
1 9  account, which is the -- the one that I told you 
2 0  about first, the fi rst Summit one, that's the 
2 1  corporate account. 
2 2  Q Mm-hmm.  
2 3  A There is a c l ient checking account for 

18 control over? 
1 9  A I -- I 'm not recal l ing any others. 
2 o Q Okay. All right. 
2 1  MR. M ARTIN : I'd l ike to ask if counsel 
2 2  could get back to me on that particular issue. If 
2 3 there are other accounts, other than what Mr. Brown 

Summit that's currently at Bank of Nevada, but we're 2 4  has identified, over which he has signatory authority 
it opened -- 2 5  or control over the account, I would like an 
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exhaustive l i st .  A n d  i f you could -
MR.  B ROWN: Do you have the -- th is  that 

we've already rattled off here? 
MR.  TYNDALL: Y eah. 
MR.  B ROWN :  Okay. 
MR.  MARTIN: And let me know, basical ly, 

the entity or ind iv idual ,  the type of account, and 
the financial institution, that would  be helpfu l .  

B Y  MR.  MARTIN : 
Q And, Kev in, let me d raw your attention 

again to Exh ib it 4 6 .  O n  the next page, Page 7, 
there's a reference to  prior proceedings, and I 
wanted t o  fo l low u p  o n  the -- the two items there i n  
those paragraphs that you mentioned. 

The first one i s  Pau l -E l l i s  I nvestment 
Advisors, i n  20 1 2, and you wrote that you had an 
on-the-record meeting w ith the S EC regarding an 
invest igation w ith th is .  What i s  Paul-E l l is 
Investment Advi sors? 

A They were a smal l  investment adv isory firm 
near Phi ladelphia. 

Q Okay. And what was your interaction w ith 
Pau l -E l l i s  Investment Advisors? 

A Our ETF portfol io  was invested w ith them 
for a t ime.  

1 
2 
3 
4 
5 
6 
7 
8 
9 
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Page 1 1 9  

Q Not aggregated, or, you know, not Rampart 
investors, for example? 

A No. 
Q Were there any Rampart investors that lost 

funds this way? 
A No. 
Q Okay. And how did those investors learn 

about Paul Ell is , to invest in it in the first place? 
A Well, we actual ly -- we had -- we had a 

couple of investors that weren't in the ETF portfolio 
that invested with Paul Ellis and the ETF portfolios 
in general .  

Q Okay. 
A We were -- Summit was introduced to Paul 

El l is by an attorney in Florida named Stan Padget -
which is P-a-d-g-e-t. So we went and -- "we" being 
George Brown and myself, went and met with those guy 
at Paul El l is, did some due di l igence. It looked 
like it would be a good p lace to invest some money, 
so we did. And over the course of some period of 
time, they made some money, and then they lost quite 
a bit of money. 

Q Okay. So did the SEC staff that 
interviewed you or took testimony in that instance, 
did they discuss with you the Paul El l is situation as 

1 B Y  MR.  SCOGGINS :  

Page 1 18 

1 

Page 1 2 0  

though -- that Summit had been victimized by Paul 
2 

3 

4 

5 

6 

Q I 'm sorry. You said "our." Who are 
you -

A I 'm -- wel l ,  the ETF pm1fo l io  that was at 
Summit .  

B Y  MR.  M A RTIN : 

2 
3 
4 
5 
6 

El l is ;  was that the context for the conversation? 
A That's correct. 
Q Okay. And just in general terms, how were 

you victimized or what did you tell them regarding 
the Paul El l is  situation? 

7 

8 

9 

1 0  

1 1  

1 2  

1 3  

1 4  

1 5  

1 6  

1 7  

1 8  

1 9  

2 0  

Q Does that include assoc iated w ith Rampart? 
A No.  
Q Okay. And what d id  the S EC want to 

d i scuss w ith you at that t ime? 
A Wel l ,  they -- we -- we  -- we  

sustained some what I would ca l l  substantial losses 
at the hands o f  Paul E l l i s  and the SEC was 
invest igating them; s o  they wanted t o  see what 
interactions I had  had  w ith them .  

Q Okay. And what losses d i d  you suffer? 
A You know, altogether, I th ink we  lost 

about $700,000. 
Q And who's the "we"? Who are the -- whose 

fu nds were these? 

7 
8 
9 

1 0  
1 1  
1 2  
1 3  
1 4  
1 5  
1 6  
1 7  
18 
1 9  
2 o 

A Well , Paul El l is did -- they -- they 
mischaracterized how they invested the money for us. 
They were much more aggressive than they told us they 
would be. 

Q Okay. 
A And I -- I believe it was by investing in 

things l ike options and other -- you know, other 
investments that were -- that are fairly -- well, not 
"fairly" -- that are pretty risky. 

Q Mm-hmm. 
A And so that came out after they had lost 

quite a bit of money for us. 
Q So the 700,000 lost, was that net or was 

that the total invested with them? 
2 1  

2 2  

2 3  

A 
Q 
A 

They were c l  ient fu nds .  
Okay. Ind iv idual  c l  ients? 
Yeah . Yes .  

2 1  
2 2  
2 3  

A 
Q 

No, that was net. 
That was net. 

How much, total, was invested with Paul 
2 4  

2 5  

Q 
A 

Okay. 2 4  
2 5  

Ell is? 
A In -- in -- I think, in three different 
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portfolios there was probably - - wel l ,  there was 
probably close to 2 mi l l ion. They had one portfolio 
that actually made a l ittle bit of money. And then 
-- and then one I don't remember. But the -- the 

1 

2 
3 
4 

5 
6 
7 

one, you know, took some substantial losses. 
Q But approximate -- approximately 1 .3 

mi l l ion was recovered; is that -

5 
6 
7 

8 
9 

1 0  
1 1  

A At least, yeah. 
Q Ok . 
A Mm-hmm. I believe they're sti l l  under 

investigation. 

8 
9 

1 0  

1 1  
1 2  Q Okay. Who was the particular individual 1 2  

Page 12 3 

people are -- have accounts at Summit that Brown is 
managing, how d id those individuals become c l ients 
Summit? 

A For the most part, they were referred by 
investment advisors or consultants. 

Q And does the -- the ETF investment that 
we're talking about here, this ETF portfolio, does it 
have a name? How was it referred to? 

A I think it's j ust called a " Summit Trust 
ETF Portfol io . "  

Q And how would an investor know that this 
Summit Trust ETF Portfol io existed? 

14 
at  Paul Ell is -- El l i s  that you interacted with? 13 A The c l ient would have been told by their 

A John El l is was one. 14 advisor. 

Q Okay. 1 5  Q And what would they have been told? 
A And Andrew Paul was the other. 16 A Probably something l ike, i f -- if you're 
Q Were they the principals? 1 7  looking for an alternative to a mutual fund portfolio 
A18 They were the principals, yes . 18 or something to complement a mutual fund portfol io, 


2 0  
Q Okay. 1 9  you can look at an ETF portfolio, because, typically, 

BY MR. SCOGG INS: 2 0  ETFs have lower fees than mutual funds and they have 
2 1  Q Why was Summit visit ing with Paul El l is to 2 1  the same sort of l iquidity, and so they're -- they're 

2 2 determine i f  it was a good investment for Summit 1 2 2  a good complement to a mutual fund portfol io .  

2 3  cl ients? I 2 3  Q Maybe I should back up in the process -


2 4  A Because we were -- well, because I 2 4  A Sure. 

2 5  Brown was managing the -- the ETF portfolio on 2 5  Q -- to help me understand the picture. 


' 

Page 1 2 2  l Page 12 4 

1 of Summit c l ients, and w e're a lways looking for 1 How does an investment advisor know about ! 
2 places to -- you know, to invest those funds  to I! 2 the Summit Trust ETF Portfol io? 

3 maximize returns for c l ients. I 3 A By talk ing to S ummit Trust. 

4 Q So Summit i s  a c l  ient of - - of B rown; do  I 1 4 Q Okay. And -- and how does Summit Trust 

5 have that correctlv? i 5 connect w ith these investment advisors? 

6 A You do.  • ! 6 A Summit -- well ,  George Brown and I had 

7 Q And are the indiv idual  account holders at ! 7 relationships with advisors in d ifferent parts of the 
' 
8 Summit c l ients of B rown as we l l ?  lI 8 country, going back at least twenty years, j ust from 
9 A No .  I bel ieve it 's j ust Summit that 's  the I 9 -- j ust from being in  the business and -- and 

1 0  c l  ient of B rown. i 1 0  connecting w ith people, and j ust having a network of 
1 1  Q And I have to admit I 'm a l ittl e  b i t  1 1  professionals that we knew even before the -- you j

1 2  confused, because - - I mean, I'm -- obviously,  I 'm I 1 2  know, the trust company was formed. 

1 3  fami l iar w ith investment advisors .  j 13 Q And so the Summit Trust ETF Portfol io ,  i s  

14 A Sure . J 14  that an entity? 

1 5  Q And I 'm a l so fami l iar w ith companies that I 1 5  A No. There's no -- it's not l ike an LLC, 

1 6  o ffer self-directed l RA s  and other accounts l ike I 1 6  i t 's  not an LP, there's no corporate formation to it. 


that. B ut - - but I 'm not used to the - - the 1 7  It's j ust -- it's j ust an investment portfol io of -
1 8  intertwining that I 'm hearing about h ere, s o  that 's  1 8  of ETFs, that's all it is .  

w h y  I keep having t o  ask you some questions for 1 9  Q And this portfolio, was -- was there j ust 
2 0  c larifi cation.  2 o a single account at Paul El l i s?  
2 1  A s  I typical ly understand it, the - - the 2 1  A No, hmm-um. No,  no. There's d ifferent 
2 2  person m aking the inve stment and the investment 2 2  ETFs inside of it as well ;  some gold ETF, some 
2 3  opportuni ty are both unre lated to the firm that 's  2 3 currency ETFs, things l ike that, j ust traditional ETF 
2 4  offering the se lf- directed IRA .  So, i n  - - i n  the 2 4  funds that are out there. 
2 5  case - - i n  the exam us  here ,  where 2 5 Q Right. B ut when Summit placed funds with 
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1 Paul El l is , d i d  i t  open a single account with them, 1 

2 or how -- I'm trying to understand the structure. 2 

3 A Yes. Three -- three -- well ,  we made 3 

4 

5 

three investments, yes. 
Q Okay. W hat were those three investments? 

4 

5 
6 A Well ,  in the Paul E l l i s  there were 6 

7 three funds. I don't even remember the names of them 7 

8 al l  off the top of my head, but they had three 8 

9 different funds that we invested in.  9 

1 0  Q And who made decis ions as  to which of 1 0  

1 1  those funds to invest in? 1 1  

1 2  A George and myself. 1 2  

Page 1 2 7  

which they have to sign, d i recting us to do that. 
Q And -- and so what would that Asset 

Purchase Form say in -- in this instance that we're 
talking about? 

A Nothing in particular. It's the same 
Asset Purchase Form that you would use to make any 
i nvestment at a l l .  

Q Exactly. And I want to know what gets 
fi l led into the blanks. I f  I want to put $500,000 in  
this, what's that Asset Purchase Fom1 going to say? 

A It's going to ask for the account name, 
account number; it' l l  ask for a social security 

Q And again, I 'm -- I 'm trying to understand 1 3  number, dol lar amount to i nvest, the name o f  the 
the structure here. This is multiple i nvestors who 1 4  portfol io, and then a signature and a date. 
have placed funds in ind ividual accounts at Summit 15 Q Are other portfo lios, besides this one, 

1 6  Trust, and those funds have been divided among three 1 6  that -- that you make investment decisions on -- or 
1 7  investments at El l is, at the direction of you and 1 7  you o r  your father? 
1 8  your father? 1 8  A Not that I can think o f  off the top o f  my 

A Yes; along -- again, along with al l  those 1 9  head, no. 
2 0  other ETF holdings that were inside the account, too. 2 0  B Y  MR. MARTIN: 
2 1  Q How many investors were there that made up 2 1  Q So I 'm -- I 'm j ust try ing to keep i t  
2 2  th is  $2 mi l l ion investment through El l is? 2 2  straight, too, K evin .  
2 3  A Probably somewhere along the l ines of 40, 2 3  A Okay. Sure. 
2 4  maybe 50, something l ike that. Q If -- many of these Summit Trust c l i ents 
2 5  Q From across multiple states, I assume? in  a DF A investment, correct? 

Page 1 2 6  Page 1 2 8  

1 A That's correct. 1 A Yes. 
2 Q And how -- how many d ifferent advisors 2 Q And then they become investors in the EFT 
3 brought these 40 to 50 customers to Summit? 3 (sic) -- the Summit Trust EFT (sic) portfolio; that's 
4 A Perhaps a dozen. 4 correct, that -- that happened, right? 
5 Q And in at least some of these cases, these 5 A Yes. 
6 were -- were cl ients who previously had no 6 Q How is it that those investors learned 
7 association with Summit but, through the advice of 7 about the EFT program, having already been in the DF 
8 their ind ivi dual advisor, decided they wanted to be 8 program? 
9 involved in this ETF potifolio, and then open an 9 A Through their advisor, who was informed of 

1 0  account at Summit, and their funds were pooled 1 0  that option by us -- by George and Kevin. 
1 1  together to be put into the ETF portfol io;  do I -- do 1 1  Q Okay. So you and your father discussed 
1 2  I have that right? 1 2  the Summit Trust ETF portfolio option or program with 
1 3  A It was more l ike they'd already had funds 1 3  these dozen or so investment advisors? 
1 4  

1 5  

1 6  

at Summit invested in -- in  the Dimensional Funds. 
Q Okay. 
A And as a complement to that, the ETF 

1 4  

1 5  

1 6  

(The Witness nods head.) 
Q And those dozen or so investment advisors 

then relayed that information to their c l ients, who 
1 7  potifol io was created. And then some people decided 1 7  were already, for the most part, Summit Trust 
1 8  that they would l ike to invest in  that. Not - 1 8  cl ients; do I have that correct? 
1 9  obviously not al l  of the people in DF A Funds, but 1 9  A I believe that's accurate, yes. 
2 0  some of them did .  2 0  Q Okay. And then, obviously, some of them 
2 1  Q And when someone invests what's become a 2 1  then chose -- some 40 or 50 of them then choice to 
2 2  part of th is Summit Trust ETF portfolio, what soti of 2 2  make some investment into the Summit Trust ETF 
2 3  documentation do they get? 2 3  portfolio, as you've described? 
2 4  

2 5  

A Aside from the Asset Purchase Form, you 
mean, I guess. They get an Asset Purchase Form, 

2 4  

2 5 

A 
Q 

Yes. 
Okay. Were any of those that invested in  
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1 the ETF pmifo l io your or your father's c l ients 1 would have put i t  together, yeah. 
2 sole ly,  not -- there was no other advisor affi liated 2 Q Okay. D id  you have any documentation 
3 w ith them? 3 directly from the Paul E l l i s  people about -
4 A Yes.  4 A About what they do? 
5 Q And how many of those investors were 5 Q -- about what they do? 
6 solely you or your father's c l ients? 6 A Yeah; we have -- yeah, we do. 
7 A Maybe something like a dozen. 7 Q And d id  you pass that along to your 
8 Q Okay. And for approximately how much of 8 investors? 
9 an investment in the ETF po1ifo l io? 9 A To the two board members we d id  -

1 0  A That's a hard q uestion. I 'm going to 1 0  Q Okay. 
1 1  guess -- I don't know -- maybe 600,000, 5 00,000. I 1 1  A -- so that they could look at it. 
1 2  don't know. 1 2  Q Okay. 
1 3  Q Okay. That's - 1 3  A And to one other cl ient that I can 
1 4  A That's a guess though. 1 4  remember, yes. 
1 5  Q Ce1iainly s ix figures? 1 5  Q Okay. Did you pass that information from 
1 6  A Yes.  1 6  Paul El l i s  onto the dozen or so advisors that talked 
1 7  Q Okay. B ut l ikely maybe not more than a 1 7  to their c l ients? 
1 8  mi l l ion dol lars? 1 8  A I did not. 
1 9  A I 'd say that's accurate. 1 9  Q Okay. 
2 0  Q Okay. And those dozen or  so investors 2 0  A I can't speak for anyone else but I d id  
2 1  that were your -- specific  c l ients of you and your 2 1  not. 
2 2  father, how d id  they learn about the ETF portfol io  2 2  Q The materials that you created related to 
2 3  specifically? 2 3 the ETF pmifolio, d id  you pass those materials along 
2 4  A We would have told them about it. 2 4  to the dozen or so advisors to give to their c l ients? 
2 5  Q And in what - - in what format? H ow d id  2 5 A I think so. 

Page 1 3 0  Page 1 3 2  

1 you go about tel l ing these dozen o r  s o  investment 1 Q Okay. 
2 c l ients of yours about the ETF program? 2 A But I -- but that's assuming that we d id  
3 A Well ,  for example, two of them were - 3 create something. I - - I 'm -
4 were board members. And so j ust in the course of 4 Q Well, as you sit here today, is it l ikely 
5 talking to them, we mentioned what we were doing. 5 that you, in fact, d id  create someth ing, at least a 
6 Q Okay. 6 -- you know, some form of sheet or material? 
7 A And then the other ones, it ju st would 7 A Information sheet or something? 
8 have been,  you know, word of mouth . 8 Q Yeah. 
9 Q Did they come to you looking for other 9 A It -- it's reasonable to think we d id .  

1 0  oppmiunities, did you present i t  to them, what was 1 0  Q Okay. Well, was that -- was that your 
1 1  -- I need a l i ttle context to that. 1 1  practice for such things, to put together such 
1 2  A Sure. I think we would h ave presented it 1 2  information for these advisors? 
1 3  to them. 1 3  A I imagine we would have. I j ust -- I 
1 4  Q Okay. And what information d id  you give 1 4  can't be more specific than that. I 'm sorry. 
1 5  them? 1 5  Q Okay. Al l  right. And is that something 
1 6  A I hate to speculate. 1 6  you would have e-mailed to them or faxed to them, or 
1 7  I think we  probably had some kind of 1 7  how -- how would you have provided it typical ly? 
1 8  marketing piece, which I 'm -- I 'm just -- you know, 1 8  A Probably e-mai l .  
1 9  off the top of my head, we m ight have. I don't 1 9  Q Okay. 
2 0  remember for sure. 2 0  A It wouldn't have been faxed. 
2 1  Q Was it something you created yourself 2 1  Q All  right. Like a PDF or something? 
2 2  or - 2 2  A Yeah. 
2 3  A Oh, yeah . 2 3  Q Yeah, okay. And -
2 4  Q -- something - 2 4  (SEC Exhibit 49 was marked 
2 5  A No.  It would have been know, we  2 5  for identification.) 
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1 MR.  SCOGGIN S :  Before y o u  g o  into that, 1 referral fee.  
2 John.  2 Q I s  that a one-t ime fee or - or -

3 MR.  MARTIN : Okay. Yeah.  3 A No. It's paid monthly .  
4 B Y  MR.  SCOGGINS :  4 Q It i s  some percentage of the assets under 
5 Q I s  there sti l l  a Summ it Trust ETF 5 management? 
6 Portfo l io, does that st il l  exi st? 6 A Correct. 
7 A I t  does. 7 Q Any other -
8 Q And where -- where are its ho ld ings at 8 A On an annualized basis ,  I think it's -- it 
9 now? 9 starts at 2 percent and i t  goes down incrementally .  

1 0  A I bel ieve it's most of  those ETF funds ,  1 0  Q Okay. Any other individuals or entities 
1 1  and I don't - - I don't know. 1 1  that, in any way, receive compensation related to an 
1 2  Q Are you sti l l  w ith Paul E l  l i s?  1 2  investment in the Summit Trust ETF Portfol io? 
1 3  A No. 1 3  A No. 

Q So where's -- where are the funds at now? 1 4  Q What compensation does Summit receive? 
1 5  A They should a l l  be -- I think a l l  in ETF 1 5  A Out of the 2 percent annual lee. we keep 
1 6  funds at -- I think it's Trade PMR, and they're i n  : 1 6  whatever we don't have to pay out to an advisor. 
1 7  Gainesv i l le, I think.  i 1 7  Q And you indicated that Brown earns between 
1 8  T H E  REPORTER :  I 'm sorry . Where? ! 1 8  2 and $600 a month; how is that number reached? 

M R .  B RO WN : I ' m  sorry . Trade P-M-R, l ikel 1 9  A It's based on assets in  the account. I 
2 0  "Paul ,"  "Mary, "  " Robert . "  2 o 
2 1  B Y  MR.  M A RTIN : 2 1  

2 2  Q I'm sorry .  In Gainesv i l le or  2 2 

2 3 Jacksonvi l le? 2 3  

2 4  A Gainesv i l le .  2 4 

2 5  Q Gainesv i l le .  2 5 

Page 1 3 4  

1 A I think that's where they are. I d idn't 1 

2 -- you know, I d idn't -- I d idn't refresh my memory, 2 

3 but I believe that's where they are. But we're not 3 

4 with Paul El l is  anymore. 4 

5 Q And -- I 'm sorry -- who's the principal at 5 

6 -- at Trade PMR that you deal with? 6 

7 A I don't -- I don't really deal with 7 

8 anybody. The president's name is Rob Baldwin. 8 

9 B Y  MR. SCOGGINS : 9 

1 0  Q And what assets are -- are in this 1 o 
1 1  portfolio nmv. how -- how much? 1 1  

1 2  A I'm sorry for taking so long. 1 2  

j ust don't remember -- you know, it's -- s ince it's 
not a very l arge amount of money, I don't remember 
exactly what portion that i s .  

B Y  MR. MARTIN : 

Q What's the standard payment to an advisor 
by Summit i f  an advisor is in the loop? 

Page 1 3 6  

A I t  varies. With the ETF portfolio, for 
example, we have one advisor who -- who has -- I'm 
tryi ng to think -- probably at least a third of the 
assets of the ETF among his c l ients ; he gets paid 
90 percent of the fee, so we keep 1 0  percent. He's 
an investment advisor. 

There's another gentleman who gets about 
50 percent of the fee. 

Then there are a couple -- a couple other 
people that get l ike a 30 percent or a 40 percent 
fee. It varies. It depends on -- on who it is .  

BY MR. SCOGGINS: 
I - - jeez, I don't know. You know, at 1 3  Q Are there any other portfolios, funds, 

this  point, it m ight be  a mi l l  ion-and-a-halt: 1 4  accounts that either you, your father or Brown makes 
something -- it's not -- you know, i t  might be  a 1 5  investment decisions for? 

1 6  mi l l ion now. There have been, you know, people that 1 6  

1 7  have redeemed along the way, o r  whatever, but - 1 7  

1 8  BY MR. SCOGGINS : 1 8  

1 9  Q When an investor puts money in  the Summit 1 9  

2 0  Trust ETF Portfo lio, who gets compensated? 2 o 
2 1  A Brown Investment Advisors, we get about - 2 1  

2 2  hmm -- I 'm thinking we get somewhere between l ike 2 2  

A I can't remember any. 

Q Wel l ,  in the past s ix months, have you 
made investment decisions on behalf of a fund, a 
portfolio, an account? 

A You mean besides the ones we've already 
talked about, right? 

Q Correct. 
and $600 a month on that. 

Summit gets compensated, and Summit pay
an investment advisor o r  a trust consultant a 

s 
2 3 

2 4  

2 5 

A 

Q 
Trust 

I can't think of any. 
And who handles the book

ETF Portfolio? 
keeping for Summit 
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1 A Well ,  there's not really any bookkeeping, 1 
2 it's -- al l the investment tracking and stuff is done 2 
3 inside of AccuTrust Gold, which is the trust 3 
4 accounting software. So there's no -- you know, 4 
5 there's -- I -- I pay the fees to the advisors, if 5 
6 that's what you're asking, I hand le that. But other 6 
7 than that, there's no real bookkeeping, it's al l 7 
8 automated. 8 
9 Q Well ,  who mai ntains the AccuTrust Gold 9 

1 0  trust software? 1 o 
1 1  A It's a combination of Revzon's office -- 1 1  
1 2  when you say "maintain," I guess it's Revzon's 1 2  

Page 1 3 9  

Investment Advisors also received fees associated 
with that investment? 

A I don't remember the -- tell ing anybody 
that, no. 

Q Okay. Kevin, I'm going to hand you what's 
been identified as Exhibit 49. Exhibit 49 is a 
multi-page document, from Bates Range 
SEC-SUMMIT-E-30 1  through 3 1  4. And it's a couple 
different documents assembled together in one -- into 
one packet. Do you recognize Exhibit 49? 

A I do. 
Q Okay. And for the purposes of my next few 

1 4  
1 3  office. 
 questions, I 'd l ike to draw your attention to the 


first two pages of Exhibit 49. And you'l l  see at the 
1 4  Q Well ,  who makes entries? 

1 5  A Revzon's office. 1 5  top there it's -- it's identified as Asset Purchase 
1 6  Q And where do they get the data for thei r  1 6  -- Purchase Investment Account; do you see that in 
1 7  entries? 1 7  the upper-left-hand corner? 
1 8  A Usually it 's directly from the ETF funds. 1 8  A I do. 
1 9  1 guess either a statement, o r  w e  might even have a 1 9  Q Okay. So this -- this two-page document 
2 0  -- a -- l i ke a -- an electronic feed . I'm not sure 2 0  that starts off Exhibit 49, is th is the Asset 
2 1  i f  we do. With some -- some investments we do, but I 2 1  Purchase Form that you referenced before, j ust 
2 2  don't know i f  we d o  with these or not. 2 2  generically, an Asset Purchase Form? 

2 4  
2 3  B Y  MR. MARTIN : 
 A This is an Asset Purchase Form, yes. 


Q Okay. Now, this pmiicular form is for 
2 4  Q So does it go from ETF to Revzon or from 

2 5  ETF to you to Revzon? the Arete program; is that correct? 

Page Page 1 4 0 

1 A ETF to Revzon, I think. I mean, I don't 1 A This is a generic form that was used to 

2 know -- I j ust -- I think we get a monthly paper 2 purchase Arete. It's not specifically for Arete. 

3 statement, but -- you know, I don't know if -- i f  the 3 Q Right. That -- and I 'm sorry. 

4 values are updated daily, because they could be. 4 A Okay . 

5 Like, with mutual funds, that are update -- you know, 5 Q Maybe my question was poorly phrased. 

6 we get an electronic feed and the system updates i t  6 A That's okay. 

7 dai ly .  I don't know if  that's done with the ETFs; i t  7 Q B ut i n  Exhibit 49, this form was used to 

8 could be. I t's very -- I mean, it 's -- it's very 8 purchase Arete; is that correct? 

9 poss ible .  9 A That's correct. 


1 0  B Y  MR.  M ARTIN : 1 0  Q Okay. B ut am I understanding correctly 
1 1  Q The roughly 40 or 5 0  ETF investors that 1 1  that you used virtually an identical form for the 
1 2  you menti oned before, d id  you o r  anyone else at 1 2  purchases of the Summit Trust ETF POJifolio? 
1 3  Summit disclose to them that Summit was securing a 1 3  A It would -- yeah, it would be a simi lar 
1 4  fee related to their investment in  the ETF -- the 1 4  form, yes, mm-hmm. 
1 5  Summit Trust ETF Portfol io? 1 5  Q Okay. And I guess my ultimate question 
1 6  A I don't know i f -- I don't know i f  the 1 6  is, is that this is, generical ly, the Summit Trust 

advi sor told them that. The advisors knew that \Ve 1 7  Company's Asset Purchase Form, the first two pages of 
were, because they -- that's how they get paid. 1 8  Exhibit 49? 


Q But did you or anyone else at Summit 1 9  A Right. 
d isclose that to these pa1iicular investors? 2 o Q Okay. And that's  -- that's al l I wanted 


2 1  (The Witness shakes h is  head . )  2 1  to get at. Thank you. 
2 2  Q No? 2 2  Are -- are payments being timely made from 


A No. 2 3  Trade PMR on the ETF Portfol io? 
Q And d id  you or your father or anyone else 2 4  A What -- what kind of payments do you mean? 


disclose to any o f  those i nvestors that Brown 2 5  Q Well ,  are there interest payments or -- is 
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1 4  

1 3  

14 

1 3  

1 7  

2 3  

2 4  

2 5  

Page 1 4 1 

1 that you were talking about? 1 

2 A Oh, no. No.  It 's purely a -- it's purely 2 

3 a growth portfol io .  3 

4 Q Purely growth? 4 

5 A Yeah. 5 

6 Q Okay . 6 

7 A There's no interest payments, or anything 7 

8 l ike that, to be made. 8 

9 Q And what's your understanding of the 9 

1 0  health o f  that portfol io right now? 1 0  

1 1  A It's fine .  It's okay . 1 1  

1 2  Q Al l  right. There's no tension between 1 2  

Page 1 4 3  

of the matter? 
A In order to get out of the -- the lawsuit, 

my insurance company paid a sett lement and we were 
released from that. And I don't know what's going on 
with it now. I j ust know that they're in Bankruptcy 
Court, because I get notices from it once in a while, 
but it doesn't involve me anymore. 

(Mr. Scoggins l eaves the room.) 
BY MR. MARTIN : 

Q I 'd l ike to turn your attention to Page 1 0  
of Exhibit 46, where you identify professional 
l icenses, and I j ust want to make sure I 'm 

1 3  Summit Trust and Trade PMR - understanding exactly what professional l icenses you 

A Oh, no. 
 currently hold and what l i censes you have held in the 


1 5  Q -- at the current date? 1 5  past. So, let's walk through it. 
1 6  A No, not at al l .  1 6  Let's start with your securities l icenses. 
1 7  Q Okay. I also wanted to direct your 1 7  I t  appears that you, at some point, held a Series 6, 
1 8  attention t o  Exhibit 46, and Page 7 ,  again .  We're in 1 8  Series 7 and Series 65 ;  is  that correct? 
1 9  that Prior Proceed ings section o f  the document there. 1 9  A That is correct. 
2 0  There's reference t o  a deposition o r  some form of-- 2 o Q Okay. And are those dates in  No. 33 there 
2 1  of sworn statement related to JYL Dairies, i n  April 2 1  accurate in terms of the period of t ime in which you 
2 2  of 20 1 1  ; d o  you see that? 2 2 hel d  those l icenses? 
2 3  A I do .  2 3  A Uh, yeah, they are. 
2 4  Q And what is that in reference to? 2 4  Q Okay. So I note that your Series 6 and 
2 5  A That was in reference to an investment 2 5 Series 7 1 icenses terminated in some fashion in 200 1 ;  

Page 1 4 2  Page 1 4 4  

I1 that some cl ients had made in this -- this JYL 1 is  that correct? 

2 Dairies thing. I 2 A Correct. 

3 Q What is the JYL Dairies thing; that's what 3 Q And what was the c ircumstances of that 

4 I 'm trying to --

I
I! 4 term ination? 


5 A Okay. It was -- it was -- it was a l 5 A I d idn't want to be registered w ith a 

6 Promissory Note program where a gentleman was raising 6 broker-dealer anymore. 

7 funds to invest in a -- in dairy farms. 7 Q Okay. So d id  they lapse at that time? I n 
j18 Q Okay. And -- and what happened? 8 other words, d i d  they -- d id they expire on their own 
9 A The dairy farms went bankrupt. 9 or -

1 o Q Okay. So did investors lose their funds? 1 0  A Yes .  
1 1  A Yeah. They -- wel l , yeah, they did lose a 1 1  Q Okay. 
1 2  portion o f  their funds, yes. 1 2  A Are you -- are you asking me,  was i t  
1 3  Q Okay. And why were you deposed i n  this voluntary versus were they -- was I terminated or -

14 pmiicuiar matter? 1 4  Q Wel l ,  yeah, that is  another way -- I 'm -
1 5  A Because we were the custodian for the 1 5  -- I'm -
1 6  self-directed accounts that invested i n  these things. 1 6  A Okay. 
1 7  Q Al l  right. Did you have any involvement Q Yeah. I 'm asking, was it a voluntary -

1 8  with informing investors about this investment 1 8  d id  you voluntari l y  give up those l icenses at that 

1 9  opportunity o r  informing investment advisors? 1 9  t ime? 

2 0 A Absolutely not. It was brought to us by 2 0  A Yes. 

2 1  one particular individual. And I said "brought to 2 1  Q Okay. And I note that you are currently a 

2 2  us. "  It was one individual who used Summit as a 2 2  holder of a Series 65 l icense; is that correct? 

2 3 custodian for it. We didn't -- we never promoted it A That is correct. 

2 4 to anyone. never talked to an investor about it. 
 Q 
 Okay. And through what -- through what 

2 5  Q Okay. What was the resolution of the - do hold that Series 65?  
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1 A B rown Investment Advisors. 1 A No. I was sti l l  -- no. I was sti l l  

2 Q A l l  right. Does your father ho ld any 2 really working for American Preferred and then Brown 

3 securities l i censes? 3 Investments. We -- it's -- you know, j ust we had -
4 A Just a 65 at th is  point. 4 we had securities l icenses that were -- you know, 

5 Q Okay. A l l  right. Any other securities 5 that were with Multi-Financial . 

6 l i censes that you currently hold or have ever held? 6 Q Okay. So, in '93 to the present -- in  93, 

7 A No. 7 Brown Investment Advisors began; is that correct? 

8 Q Okay. Al l  r ight. I nsurance l icenses, 8 A Yes. 

9 what do  you hold now? 9 Q And what is Brown Investment Advisors? 


1 0  A Life and health. 1 o A It's a registered -- you know, a 
1 1  Q Life and health? 1 1  Registered I nvestment Advisory firm . 
1 2  A Yeah. 12 Q In  the state of Pennsylvania? 
1 3  Q Okay. And i s  that through Pennsy lvania? 1 3  A Yes. 
1 4  A Yes .  1 4  Q Is it also an SEC Registered I nvestment 
1 5  Q Okay. Any other states? 1 5  Advisor? 
1 6  A I don't think so, not anymore. I may have 1 6  A No. I -- at one point it was. But at 
1 7  been l icensed i n  New Jersey at one t ime, but I ' m  not 1 7  this point, it's too small to be U .S .  SEC. 
1 8  -- I don't remember now. 1 8  Q Okay. And by "too small ," what do you 
1 9  Q Okay. 1 9  mean? 
2 0  A And I don't think there are any others 2 0 A I mean -- well, because I -- there are 
2 1  now. 2 1  ce1tai n  -- you know, depending on the size of -- of 
2 2  Q Al l  r ight. And you're current w ith that? 2 2  your firm or how -- I guess how many assets you have 
2 3  A Yes.  2 3  under management, or whatever, that determines, I 

Q Okay. A l l  right. Any other professional think, whether you're U .S .  SEC or if you're state 

Page 1 4 6  Page 1 4 8 

1 A No. 1 Q Okay. 

2 Q Okay. I 'm going to have you turn to 2 A A n d  we're m uch  too smal l  to b e  U .S .  SEC 

3 Page 1 1  of Exhibit 46, and look at your employment 3 registered .  

4 h istory for Question 3 6  there. 4 Q Okay. I j u st wanted to m ake sure I was 

5 Let's start at the bottom, where it says 5 c lear. 

6 "American Preferred Services. What is American 6 A Sure. 

7 Preferred Services? 7 Q S o  you  -- you  have too few assets u nder  

8 A At this t ime, it's -- it's just a -- an 8 m an agement to be  an SEC Registered I nvestment 

9 insurance general agency . It doesn't -- it's not -- 9 Adv i sor; is that what you' re saying? 


1 0  it's -- it's in  existence, it's not pa1ticu larly 1 0  A That 's true .  

1 1  active. 1 1  Q Okay. A n d  what i s  your  cu rrent ro le  with 

1 2  Q Okay. During the entirety from '86 to 1 2  B rown I nvestment A dv i sors? 

1 3  ' 93?  1 3  A We l l ,  I'm actual ly pre sident of B rown 

1 4  A From -- wel l ,  from '86 to '93,  it 1 4  I nvestment Adv i sors .  

1 5  was also a broker-dealer. Then in 1 9- -- l 1 5  Q Okay. How m any c l ients do  you have? 

1 6  th ink it was then, in 1 993 ,  we merged w ith 1 6  A I don 't th ink we have any m ore than a 

1 7  Multi-Financial Securities, actually here i n  Denver. 1 7  coup le  o f  dozen. 

1 8  At that t ime they were a m id-sized independent 1 8  Q 
 Okay. 

1 9  broker-dealer. A It 's probably less  than that . 

2 0 Q And what was your role? 2 0 Q W h o  e l se  works for B rown Investment 

2 1  A Just a registered representative. 2 1  A d v isors? 

2 2  Q Okay. D id that continue after the merger? 2 2  A George  B rown does .  

2 3  A Y eah; that was it. Q 
 M m-hmm .  W hat's h is role? 

2 4  Q Okay. So, were you technical ly, then, 2 4  A I th ink -- for that company, I th ink he 's  
2 5 for Mult i-Financial services after 1 993?  chairman.  
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1 Q Okay. 1 mail. 
2 A And then - 2 Q Mm- hmm. Anybody else? 
3 Q Does he have any -- any cl ients? 3 A No. Nobody on the payroll that is. 
4 A It would be the same cl ients that I have. 4 Q Okay. Your board of directors includes 
5 Q Anyone else? 5 James Armstrong; is that right? 
6 A Someone I mentioned before, Jutta Tardiff; 6 A It does, yeah. 
7 

8 
that's J-u-t-t-a T-a-r-d-i-f-f. 

Q Is that a woman? 
7 

8 
Q 
A 

Who's James Armstrong? 
H e's a -- well, first of all, he's a - 

9 A Y cs. 9 he's a client. H e  is-- he's a retired executive 
1 0  Q Okay. And what does she d o  there? 1 0  from a company called St.-- S- t, period-- Onge, 
1 1  A She's administrative/secretarial . 1 1  0- n- g- e. And I don't know if it's " Industries" or-
1 2  Q Okay. And the c l ients at B rown Investment 1 2  I think it's "Company." I think it's St. Onge 
1 3  Advisors, what are the -- roughly, what are the 1 3  Company. 
14 assets under management there? 1 4  Q Okay. 
1 5  A It's -- it's probably under 5 mi l l ion. 
 A H e-- he-- I don't know. H e  was a high 
1 6  Q Okay. Okay . And at Summit Trust, what's 1 6  executive there. 
17 your ro l e  there? Q Mm- hmm. 
1 8  A Pres ident. 1 8  A Took-- you know, took a retirement 
19 Q You're also the president. So, 1 9  because they sold the firm. 

2 0  specifically, what -- what are your responsibi l ities? 2 0  Q Okay. And Arthur St. Onge -
2 1  A You know, executive duties. I -- we're a 2 1  A Mm- hmm. 

2 2 smal l  firm people-wise. So anything from, you 2 2 
 Q - is what's -- he's also on your board; 

marketing to -- you know, to payroll , to 2 3 is that correct? 
2 4  administrative, the cl ient services, you name it. 2 4  A Yes. 

Mm-hmm. And who else works for the 2 5 
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1 company? 1 A Simi lar. He  was actually -- well, I think 

2 A George does, George Brown. 2 it was his father that started St. Onge Company. 

3 Q Okay. What's his role? 3 Q Okay. 

4 A He is executive vice president and chief 4 A But he was -- he's also retired from - 


5 marketing officer. 5 from there, and he's a cl ient, too. 

6 Q Okay. 6 Q Okay. And then you're a board member; is 

7 A Theresa Le, L- e.  7 that correct? 

8 Q Mm- hmm. 8 A That's correct. 

9 A She is vice president and trust officer. 9 Q And George Brown's a board member, 


1 0  Q And so what exactly do her duties entail? 1 o correct? 

1 1  A She manages the Las Vegas office, she 1 1  A That's right. 

1 2  helps with new business intake, she does market 1 2  Q And then Kathy Brown? 

1 3  locally to -- to  attorneys in the -- you know, the 1 3  A Yes. 

1 4  Las Vegas area, a s  well as -- you know, a s  well as 14  Q Who is Kathy Brown? 

1 5  beyond, but a lot of local marketing to  - - to  those 15  A That's my wife.  

1 6  attorneys, to  drum up business for, you know, new 1 6  Q Okay. And she's also on the board? 

1 7  trusts that w e  can administer. 1 7  A Yes. 

1 8  And she also is-- again, because of  the 1 8  Q Okay. Does Kathy Brown have any 

1 9  size o f  our firm, she's involved in customer service involvement with the day-to-day operations of Summi 

2 0  and that kind o f  thing. And there's also, in the 2 o Trust Company? 

2 1  Vegas office, Peggy Johnson- Love. 2 1  A No. 

2 2  Q And what's Peggy do? 2 2  Q Okay. What is her role with the company, 

2 3  A She's administrative. 2 3  if at all, other than -
2 4  Q Okay. 24  A Just -- at one point, she -- she worked a 

2 5  A Answers the 2 5 l ittle bit as customer service. You can't always 
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1 work with your husband so easi ly;  so she doesn't work 1 A H e  was paid a salary. 
2 there anymore. 2 Q How much? 
3 Q Gotcha. 3 A I think it was around 60 or 65,000. 
4 Al l  right. And nobody else currently with 4 Q Okay . And was there any, you know, extra 
5 Summit Trust Company; is that correct? 5 fees or bonuses, or anythi ng, associated with this 
6 A No. You mean employees or board mem bers, 6 work? 
7 

8 

right, that's -- that's -
Q Yeah, or contract workers, or --

7 

8 

A 
Q 

No, not with that work, no, hmm-mm. 
Okay. Were there for other work that he 

9 A No. I mentioned Revzon Consulting, you 9 did? 
1 0  know. But other than that, no, that's it. 1 0  A Yeah. He  has -- has,  sti l l ,  one c l ient 
1 1  Q Okay. I ' l l  take that back from you. 1 1  that's invested in  some OF A mutual funds and some 
1 2  (The Witness passes Exhibit 49 1 2  ETFs.  So he currently gets two checks from me each 
1 3  t o  Mr .  Maiiin.) 1 3  month that total about $50.  

M R .  MA RTIN: Let' s  -- excuse m e .  Let's go 1 4  Q Okay. H e  was tired? 
off the record at I 2 :0 1 .  
 A Yes. 


1 6  (Break from 1 2  :0 1 p .m.  to 1 2 :07 p .m.)  1 6  Q Why? 
1 7  MR. MARTIN : Let's go on -- let's go on 1 7  A B ecause he didn't -- he -- he -- because 
1 8  the record at 1 2  :07. 1 8  he real ly d idn't bring in  new business. He j ust was 

B Y  M R. MARTIN : 1 9  ineffective as a marketer. 
2 0  Q While we were off the record, there were 2 0 Q Okay. And this was in or about January of 
2 1  

2 2  

no substantive conversations between the staff and 
the witness or counse l, other than discussing 

2 1  

2 2 

20 1 2  ; does that sound right? 
A The -- I know it was in -- I think it was 

2 3  upcom ing flight arrangements for both; is that 2 3 around January, so I guess i t  could have been 20 1 2. 
2 4  correct? 2 4  Q Okay . A l l  right. And was there any 
2 5  A That i s  correct. 2 5 event or c ircumstance that led to his 

Page 1 5 4  Page 1 5 6  

1 MR.  TYNDALL:  Correct. 
2 BY MR. MARTIN : 
3 Q Okay. Who is Doug Scott? 
4 A Doug Scott is -- wel l ,  he is a former 
5 employee of Summit. And currently, I -- he's just a 
6 person I know. 
7 Q Okay. And how did you tlrst meet Doug 
8 Scott? 
9 A I think the -- I think the tlrst time I 

1 0  met Doug Scott was that he was a -- a tenant in the 
1 1  same building as I was. But i t  could -- i t  could -
1 2  i t  could go further back than that. I don't 

1 departure? 
2 A No. It was j ust that he had been 
3 ineffective in marketing our services for quite a 
4 whi le  and -- you know, sometimes it's hard to pull 
5 the trigger, but eventually we j ust had to do it . 
6 Q Okay. What is The Cromarty Group? 
7 A That's an entity owned by Doug Scott, I 
8 believe. 
9 Q Okay. And did you have separate dealings 

1 0  with The Cromarty Group or was The Cromaiiy Group 
1 1  simply j ust a -- a d/b/a or another name for Doug 
1 2  Scott? I mean, what -- what was your perspective on 

remember. But he  was a tenant in  my  building when 
 The Crommiy Group? 

1 4  moved to the building we're in, in  Colmar. 1 4  A My impression is that it was a d/b/a. I 

Q Okay. At some point, Doug Scott started 1 5  know it had a checking account -
1 6  to work for -- 1 6  Q Mm-hmm. 
1 7  A -- for Summit .  1 7  A -- but I don't know anything else, as to 
1 8  Q -- for Summ it? 1 8  whether it was a d/b/a o r  if i t  was a -- something 

What was his role? 1 9  else. 
2 0 A He was a -- he was marketing. He was 2 o Q Okay. I mean, was there any difference in 
2 1  supposed to be marketing Summ it's services. 2 1  you interacting with The Cromarty Group versus Doug 
2 2  Q As a practical matter, what did that mean? 2 2  Scott? 
2 3  A You know, that meant cal l ing on attorneys 2 3  A No. 
2 4  and advisors to try and drum up  trust business. 2 4  Q Okay. It was one and the same? 
2 5  Q Okay. And how was he compensated? 2 5 A Correct. 
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1 Q Okay. 1 
2 (SEC Exh ibit 50 was marked 2 

3 for identification.)  3 

4 B Y  MR. MARTIN : 4

5 Q Kev in, I'm going to hand you what's been 5 

6 identified as Exhibit 50 .  Exhib it 50 is a multi-page 6 
7 document from S EC-SUMMIT-E-5 through 1 0. At the 7 
8 it's cal led "Independent Trust Consultant Agreement." 8 
9 Do you recognize this document? 9 

10 A Yes.  1 0  

1 1  Q What i s  it? 1 1  
1 2  A Th is is an -- an Independent Trust 12  

1 3  Consu ltant Agreement that we engaged -- that we 13  
1 4  provide to people who refer business t o  us.  14

15 Q Okay . And th is  is  between Summit Trust 1 5  
1 6  Com pany and Doug Scott; is that correct? 1 6  
1 7  A Yes.  

Page 15 9 

H e  gets about -- l i ke I said, about $50 a month, I 
think. 

Q Okay. Was i t  Doug Scott through whom you 
first heard about Arete and Gary Snisky? 

A Yes. 
Q Okay. And was -- was that whi le  Doug 

Scott was sti l l  employed at Summit Trust? 
A I don't remember if it was right before or 

right after, but it was probably close to that same 
t ime. 

Q Okay. Wel l ,  was the consulting agreement. 
Exhibit 50, contemplated in pa1i because of Doug 
Scott's relationship with Arete and the poss ib i l  ity 
of bringing Arete c l  ients to Summit? 

A No.  No, that -- no, that wasn't -- I 

don't think that was part o f  this agreement that I 

18 Q
to provide to Summit related to this consu ltant 

can -- that I -- that I know of -

1 9  

Okay. And what services were Doug Scott 1 8  Q Okay. 
1 9  A -- but -

2 o agreement? 2 0 Q Was Doug Scott ever compensated for 
2 1  A He could refer  c l  ients to Summit for any 2 1  bringing in investors related to Arete to Summit? 
2 2 number of serv ices that they m ight need, be -- be i t  2 2 A Do you mean by Summit? 
2 3 trust services or -- or other services .  I -- it's 2 3 (Mr. Scoggins returns to the room.)  
2 4  l isted i n  Schedule 8 ,  I guess i s  some of this stuff. 2 4  BY MR. MARTIN : 
2 5  Q Mm-hmm. Q By Summit, yes. 

Page Page 1 6 0  

1 A But it's a fairly -- and it's a fairly 1 A No. 
2 typical consultant agreement that we have with 2 Q Okay .  And to your knowledge, was he ever 
3 people. 3 compensated by anyone for those new investors? 
4 Q Okay. 4 (Mr. Tyndal l confers with the Witness.) 
5 A And Doug -- Doug is one of them . 5 A Okay. I -- my bel i ef is that he was 
6 Q And how was Doug to be compensated related 6 compensated by Arete. 
7 to this agreement? 7 B Y  MR. MARTIN: 
8 A I f -- if he referred c l ients to us that 8 Q Okay. I s  -- and is that based on anything 
9 invested in something, l i ke a DF A mutual fund or an 9 -- any pmiicular information? 

1 0  ETF, he would get 30  percent of the fee, and it - 1 0  A It's j ust what I heard. 
1 1  and other things that he could d o  that the -- the 1 1  Q Okay. And where -- and where d id  you hear 
1 2  fees are laid out in there. But I don't see anything 1 2  it? 
1 3  that he actual ly did that's l i sted here. 1 3  A I -- I bel ieve Tomich -- Mike -- Mike 
1 4  Q Okay. Is  this consulting agreement sti l l  14 Tomich told me  that. 
1 5  in  place with Doug Scott? 1 5  Q Okay. But Scott received no compensation, 
1 6  A Yes. 1 6  no fees, or anything, from Summit Trust related to 
1 7  Q Okay. Is he acting on it in any way? 1 7  Arete; i s  that correct? 
1 8  A When you say "acting on it," you mean - 1 8  A That's right, yeah, to the best of my 
1 9  Q I s  -- is he providing c l ients to you? Is 1 9  knowledge. 
2 0  he - 2 o Q Okay. When -- when did you first l earn 
2 1  A No. 2 1  about Arete through Doug Scott? 
2 2 Q Okay. Has he received any funds, pursuant 2 2 I ' l l  take that back. 
2 3 to this agreement, any time recently? 2 3 (The Witness passes Exhibit 50 
24  A Yes. he does receive those -- the -- the 2 4  to Mr .  Martin . )  
2 5  fees on the one c l ient that I mentioned previously. 2 5  I t  was early in  20 1 2, I bel i eve. 
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1 Q Mm-hmm. 1 A That's right. 
2 A I 'm not a hundred percent sure, but it - 2 Q A nd does the d ate match with your 
3 it could have been January or February. It could 3 reco llection as -- J anuary 5th of 20  1 2  is when this 
4 have been December, but I 'm not -- I don't remember 4 e-m ai l  came in; i s  that -
5 for sure, but it was sometime in that timeframe. 5 A Yes, I -  that does -- yeah, that does 
6 Q Okay. And what d id he tel l  you at that 6 l ine up.  
7 time? 7 Q Okay. And that's when you had this 
8 A Doug? 8 conference-cal l  w ith Mr. Sn isky? 
9 Q Yeah. 9 A It was right around that t ime.  It could 

1 0 A That there was -- there was this 1 0  have been that -- that specific date, it could have 
1 1  investment program that may need a custodian and 1 1  been. 
1 2  -- and that I should take a look at it. 1 2  Q Okay. And who was o n  that 
1 3  Q Okay. And what d i d  - - d id you understand 1 3  conference-cal l? 
14  the nature of  the investment or  any of the detail s  1 4  A I bel ieve i t  was S nisky . Doug Scott could 
15 about it at  that time? 1 5  have been on  that ca l l  a s  we l l ;  I -- I s uspect h e  
1 6  A Not -- not prior to -- no, not prior to 1 6  was. And then -- yeah, S nisky, Doug and myself. 
1 7  that. 1 7  Q Okay. 
1 8  Q Okay. 1 8  A I don't know who -- I don't know who Steve 
1 9  A No, not prior to that. 1 9  Tadd is ;  I see his name o n  here but I don't remember 
2 0  Q Okay. And then at -- at some point, did 2 0  him.  
2 1  you learn more about the Arete program? 2 1  Q You don't remember h im on the cal l? 
2 2  A I did learn a l i ttle bit more, yes. 2 2  A I don't . 
2 3 Sometime after that -- that initial -- it was not - 2 3 Q Okay. And let's focus on the cal l  for a 
24  i t  wasn't even really an  introduction. But at some 2 4  m inute, separate and apart from the screen-shots. 
2 5 after told me who 2 5 What d id  discuss with on that init ia l  

Page 1 6 2  Page 164  

1 Snisky did a conference-call with a PowerPoint 1 conference-cal l ?  
2 presentation that he e-mai led me, I -- that he 2 And let me -- let me back up for a second. 
3 e-mai led me. It wasn't even a -- a go to -- you 3 Was this the first t ime that you ever communicated 
4 know, it wasn't l ike a Web X or anything even. It 4 with Snisky? 
5 was just he sent me some -- some screen-shots - 5 A You mean during this t imeframe right here? 
6 Q Okay. 6 Q Yes. 
7 A -- and told me to look at them and went 7 A I bel ieve so. 
8 over them with me. 8 Q Okay. 
9 (SEC Exhibit 5 1  was marked 9 A I don't remember talking to him ever 

1 o for identification.) 1 0  before that. 
1 1  B Y  MR. MARTIN : 1 1  Q Okay. So o n  this initial conference call 
1 2  Q Kevin, I 'm going t o  hand you what's been 1 2  on  or about January 5 th  of20 1 2, what d i d  Snisky 
1 3  identified as Exhibit 5 1 .  Exhibit 5 1  i s  a multi-page 1 3  discuss with you? 
14  document, with a cover e-mai l and then several - 14 A He talked about his -- this -- this 
1 5  what appear to be screen-shots off of a Bloomberg 1 5  program, this -- you know, this Arete program. 
1 6  Terminal that fol low, and it's from Bates Range 1 6  Q Okay. And what detai ls did he give you? 
1 7  SEC-SUMM IT-E- 1 0 5  through 1 26 .  Do you 17 A He -- he basically just went over all 
1 8  Exhibit S ! ?  1 8  these screen-shots and -- and talked about, you know, 
1 9  A Yes, I do. 1 9  how h e  invested i n  these -- these bonds. I d idn't 
2 o Q And do the screen-shots that are attached 2 0 really -- at this point, I don't real ly remember a 
2 1  to 5 1  constitute the screen-shots that you j ust spoke 2 1  whole lot about the specifics of the d iscussion. 
2 2  of in your testimony a second ago? 2 2  Q Mm-hmm. 
2 3  A Yes. 2 3  A I j ust rem ember he went over al l  this 
2 4  Q Okay. And so these were forwarded to you 2 4  stuff, trying to -- I guess trying to explain i t  to 
2 5 from Mr. Snisky; is that correct? 2 5 me, to help me  understand it for some reason. 
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1 Q Okay. D i d  he d i scuss the notion of  an 1 

2 annual return in the range of a 6 -- 6 percent, i s  2 

3 that one of the th ings that he highl ighted for you? 3 

4 A It was -- I think it was, yeah. I mean, 4 

5 he  -- yeah, someth ing l ike that. 5 

6 Q Okay. And d id  you understand that he  was 6 

7 purchasing or had purchased these G innie Mae or 7 

8 government bonds? 8 

9 A That was the -- yeah, that was the 9 

1 0  impression that I had. 1 0  

1 1  Q Okay. D id  you understand, w ith these 1 1  

1 2  screen-shots and the other materia ls  that h e  sent you 12 

1 3  that are in  Exhib it 5 1 , that he had already purchased 1 3  

1 4  such bonds? 14 

1 5  A I don't know if he stressed that or not. 1 5  

1 6  That's -- that's the impression I would have had. 1 6  

1 7  Q Okay. A n d  that those -- d id  you 1 7  

1 8  understand at that t ime that those bonds were the 1 8  

1 9  underlying investment t o  the Arete program, that 1 9  

2 0  that's how i t  was generating its -- 2 o 
2 1  A Correct. 2 1  

2 2  Q -- its money ?  2 2 

A (No audible response.) 
Q I mean, why -- why need you as a custodian 

instead of j ust taking in straight investor funds 
into Arete? 

A Wel l ,  part of it is so that -- is because 
we could provide reporting to the c l i ent. I don't 
know if they were equipped to report d i rectly to a 
cl ient. I don't know if  they were -- if they had the 
abi l ity to -- to do any kind of tax reporting if 
there needed to be some, that kind of thing. I mean, 
they needed a custodian for certain functions. 

Q Okay. So walk me through, if you would, 
what those functions were that you would provide the 
Arete investors? 

A What was provided was quarterly 
statements . 

Q Okay. Which -- which showed what? 
A Which showed what thei r  holdings were. 

And I guess -- and my recol lection is there was some 
interest paid, so it  would  have showed i nterest 
coming in. And then, you know, if the c l ient was 
taking it, i t  would have interest flowing out. Or i f  

2 3  Is that true? 
 not, i t  would be j ust s itting in  a money market 

2 4  A Yes, that's true.  2 4  account.

- - -- - _ _<::)1< - in  that 2 5 So -

Page 1 6 6  Page 1 6 8  

1 con krcncc-cal l  with Mr. Snisky, did he prov ide any 1 A But that was -- that was the other thing 
2 other information or go into any other detail about 2 we had do, is -- was col lect interest payments from 
3 the program itself? 3 Arete and al locate it to the d ifferent c l ient 
4 A No, not really. 4 accounts. 
5 Q Did he articulate what he wanted your role 5 Q Okay. What else? 
6 or Summit Trust Company's role to be in the Arete 6 A We didn't have a chance to do anything 
7 program? 7 else at that point. There might have -- i f  there was 
8 A I believe that he did articulate that, 8 any tax rep01iing that would need to be done -
9 that we would j ust be the custodian for the - 9 Q Mm-hmm. 

1 0  Q Okay. 1 0  A -- we could have done that. 
1 1  A -- you know, for the cl ient accounts. 1 1  I f  there was any, you know, I RA,  you know, 
1 2  Q Okay. And what does that mean? 1 2  minimum d istributions that had to go out or if there 
1 3  A Wel l ,  these accounts needed to have a 1 3  was any kind of tax reporting for the I RAs, we would 
1 4  custodian i n  order to -- to d o  whatever they were 14  have had to have done that, too. But  it -- I don't 
1 5  going to  do .  And so, you know, we're an  RIA 1 5  think it  ever got to that point. 
1 6  custodian and -- and w e  have regular custodial and 1 6  Q So those were part of your contemplated 
1 7  trust accounts as wel l ,  so - 1 7  services? 
1 8  Q And -- and this i s  because -- and, you 1 8  A Correct. 
1 9  know, I 'm asking you to educate me for the purpose 1 9  Q Okay. And how were you to be compensated 
2 0  the record here. 2 o related to Arete? 
2 1  A Sure. 2 1  A We were to get custodial fees, and not -
2 2  Q Th is is because many of the investors had 2 2  not necessari ly by Arete. Traditionally, it would be 
2 3  IRA funds to either rol lover or to cash out and 2 3  paid by the cl ient. 
2 4  invest, and they needed a custod ian to -- to 2 4  Q Okay. And what were those fees? 
2 5  undertake that process; is that accurate? 2 5  A Well ,  the total fees we were actually  paid 
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1 were $750 - 

2 Q Okay. 
3 A -- by -- by -- by Cromarty -- Cromarty 
4 Group, Doug Scott. 
5 Q Okay. And what were those fees paid to 
6 you for? What -- how did you earn those fees? 
7 A They were account opening fees for two 
8 cl ients from Texas, is why --

9 Q Okay. 

1 very long, frankly.  
2 Q Okay. Wel l ,  when -- when were you to have 
3 been paid these fees? How often? 
4 A Typically, something l ike this would be 
5 l ike an annual payment. 
6 Q Okay. And so -
7 A And I j ust -- I don't remember what -- I 
8 don't remember what arrangements were made, if there 
9 were any. It was probably fairly fluid, I guess, 

A -- because they opened up new accounts. 1 o but -
Q Okay. So they were -- they -- they 1 1  Q Okay. In terms of the services that you 

1 2  previously had not been Summit Trust Company 1 2  provided for Arete accounts, there were cl ient 
1 3  i s  that correct? 1 3  accounts at Summit Trust, correct? 

A That's correct. 1 4  A Right. 
Q Okay. So those fees paid for their new 
 Q And some of those cl ients were investing 


1 6  accounts to be opened up? 1 6  in Arete; is that correct? 
1 7  A Right. 1 7  A That's correct. 
1 8  Q Okay. $375 each? 1 8  Q Okay. Did you or your father introduce 

A I believe so. Because there were -- I 1 9  any of those cl ients to Arete? 
2 0  bel ieve there were two accounts. 2 0 A No. 
2 1  Q Okay. Any other fees or funds earned by 2 1  Q Okay. To your knowledge. how were they 
2 2  Summit Trust Company related to Arete, other than the 2 2  introduced to Arete, the -- the cl ients that invested 

750 you just described? 2 3  in Arete? 
2 4  A No. 2 4  A Okay. So, I believe that the chain of -
2 5  Q Okay. 2 5  the chain of command would have been Doug Scott 

Page 1 7 0  Page 1 7 2  

1 A Some of-- some of Tomich's cl ients had 1 talked t o  either Tom ich, or there was a gentleman -

2 preexisting -- you know, preexisting accounts. And, 2 one or two gentlemen in Texas. 
3 you know, if there were any -- any account fees or 3 Q Mm-hmm. 
4 anything to be generated, that -- you know, that was 4 A One of them was named Mei ssner -
5 fine. But, you know, those -- since those accounts 5 Q Mm-hmm. 
6 were already open, there was no account opening fees 6 A -- I think. I think there was a second 
7 or anything l ike that. 7 one, but I don't remember his name. But, you know, I 
8 Q Okay. What fees or compensation was 8 think Doug talked to those guys, told them, you know, 
9 Summit Trust Company supposed to have earned 9 that -- that there was this offering -

1 0  to Arete? 1 0  Q Mm-hmm. 
1 1  A M y  recol lection i s  it might have been 1 1  A -- and that those guys told their c l  ients; 
1 2  something l ike a 50-basis-point fee, but we never got 1 2  I 'm pretty sure that's how that went. 
1 3  paid anything. 1 3  Q Okay. And then, when those cl  ients 
14 Q And when you say "50-basis-point fee," 1 4  invested, where did Summit Trust Company come into 

explain to me  what you mean by that? 
 play ,  how did -- how did -- mechanically, where did 

1 6  A Well, based o n  whatever assets were i n  the 1 6  you fit into that picture? 
1 7  accounts related to Arete, we would -- I think we 1 7  A Well, they would have opened up an account 
1 8  would have gotten paid a -- a fee of  something l ike 1 8  or they would have had an existing account. B ut 
1 9  50 basis points. I don't remember at -- you know, at let's say they -- they open up an account -
2 0 this point -- 2 0 Q Okay. 
2 1  Q Okay. 2 1  A -- made a deposit, and said -- and -- and 
2 2  A -- since it never actually happened. 2 2  directed us to send their money to Arete. 
2 3  Q And why didn't it happen? 2 3  Q Okay. So it's passing through from the -
2 4  A We just -- we just never col lected the 2 4  from the investor to Summit Trust Company and then 
2 5 fees. And then this -- you know, this didn't last 2 5 onto Arete; is that correct? 
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1 A That's -- yeah. 1 Q All right. And then from a bookkeeping 

2 Q Okay. So, at any time, are you holding 2 standpoint, d id  you keep track of that investment on 

3 investor funds, either for an individual investor or 3 behalf of that Summit Trust c l ient? 

4 for a collection of investors, on behalf of A rete at 4 A Yes. 

5 Summit Trust? 5 Q Okay. So there's an initial amount 

6 A Not -- no. I wouldn't describe it that 6 invested, obviously? 

7 way, because they make a deposit to Summit, and 7 A That's right. 

8 they tell us what to do with the money. Up unti l -- 8 Q And then how did you know what interest 

9 up until they say, "Send my money to Arete," it's -- 9 was being earned by that cl ient? 


1 o and I wasn't doing it on behalf of A rete, I was doing 1 o A Well, in the couple of-- I -- I think 
1 1  i t  on behalf of the cl ients. 1 1  there were a couple o f  interest payments made. 

Q Okay. And I j ust -- I j ust want to be 12 Q Mm-hmm. 
1 3  A When it came back, you know, we could 

14 A Okay. 14 figure out if there was $ 1  0,000, and there were four 
1 5  Q So the cl ient puts money into the Summit investors, and -- you know, for simplicity's sake, i f  

1 6  Trust account, and then from the Summit Trust 1 6  they each had an equal amount o f  money, that would 

account. you're directed by the cl  ient to send it on 
 easy. But, you know, w e  can -- we can track i t  by 

1 8  to An te as their investment; is that correct? 1 8  the type of  asset and figure i t  out. 
1 9  A That's right. 1 9  Q Well, let me  back up  a second, because -
2 0  Q Okay . Are those funds pooled in any way 2 0 you're putting together quarterly statements for 
2 1  before they're sent to Arete or are they sent from 2 1  these Summit Trust c l ients, correct? 
2 2 the cl ient account to Arete? 2 2 A Right. 
2 3  A No. They were sent directly to Arete. Q Okay. And they're involved in an 


2 5 
Q Mm-hmm. 24 investment in  Arete which was earning roughly 6 or 
A When -- 2 5 7 is that correct? 

1 

Page 174  

i r they depos ited their money and it -- and took a 1 

2 couple of  weeks to -- you know, for them to fi l l  out 2 

3 the paperwork or do whatever, you know, it would sit 3 

4 in a money market account, so - 4 

5 Q Okay. 5 

6 A But -- you know, but it was sti l l  6 

7 accounted for in their account. 7 

8 Q But what -- there -- there wasn't any 8 

9 interim movement of their money to some other 9 

1 o account, other than j ust this money m arket account 1 0  

1 1  where it sat? 1 1  

1 2  A Right. Right. 1 2  

1 3  Q Okay . And there in that -- when the 1 3  

Page 1 7 6  

A That sounds right. 
Q Okay. So are you accumulating the 

interest for these quarterly statements on paper in 
anticipation of what they're earning, or are you 
waiting until you actually receive funds back from 
Arete before you -

A The latter. 
Q The latter? 
A Correct. 
Q So when the funds came back from Arete, 

you're putting those funds into the clients' 
accounts, and then calculating their qum1erly 
statements accordingly; is that correct? 

investors put their money into their Summit Trust 1 4  A Yeah. That sounds right, yeah . 
account, i t  went into that omnibus money market 1 5  (Mr. Scoggins leaves the room.) 

1 6  account that you've talked about before; i s  that 1 6  BY MR. MARTIN: 

1 7  correct? 1 7  Q Okay. I mean, you understand the 

1 8  A Right. 1 8  distinction I'm making, right? 


Q And then when they directed it to be 1 9  A Right. In other words, what you're saying 
2 o passed onto Arete, d id  -- d id  you wire it to Arete; 2 0 is we're not -- we're not -- we're not showing them 
2 1  i s  that - 2 1  as getting interest credited to their account, we're 
2 2 A Yes. I bel ieve it was always wired. I 2 2 showing if and when we receive interest. 
2 3 don't recal l  ever sending a check. 2 3 Q Right, and that's what I'm asking. 
2 4  Q Okay. 2 4  A That's the -- yeah. If that's the 

A I don't recal l .  2 5  distinction, then as we receive the 
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overdue 

1 3  1 3  

1 4  
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1 interest, we credit it to the cl ient accounts, that's 1 

2 right. 2 

3 Q Okay. And is that also true for any funds 3 

4 that were paid to the investors as a -- essentially 4 

5 as a bonus for having transferred funds from another 5 

6 investment? 6 

7 In other words, some investors in Arete 7 

8 received a -- a I 0 percent bonus or a one-time 8 

9 payment because they had a penalty associated with 9 

1 0  moving funds; did you ever account for any of those 1 0  

1 1  payments or those funds? 1 1  

1 2  A I -- i f  they would have received cash, we 1 2  

1 3  would have. 1 3  

14 I -- you know, I don't recall i f -- and I 1 4  

15 don't remember them reporting to us that -- you know, 1 5  

1 6  that Mary Smith, you know, sent i n  a hundred-thousand 1 6  

1 7  but Mary Smith's account i s  worth 1 1 0. 1 7  

1 8  Q Right. 1 8  

1 9  A I don't think we ever actually got any 1 9  

2 0  kind of accounting l ike that -- 2 0 

2 1  Q Okay. 2 1  

2 2  A -- so -- 2 2  

2 3 Q Now, you did receive some interest 2 3  

2 4 payments from A rete, correct? 2 4  

2 5 A That's right. 2 5
'  M•M -·. ·-W''"•" " V  

Page 1 7 8  

1 Q Okay. Were they wired in? 1 

2 A Yes.  2 

3 Q A l l  right. And approximate ly how much 3 

4 you rece ive from Arete? 4 

5 A Do you want me  to guess? 5 

6 Q Wel l ,  I want -- I want an approximation. 6 

7 I mean, are we talking about 1 0,000, a 1 00,000, a 7 

8 m i l  l ion? 8 

9 A No.  My  reco l lection is at least one 9 

1 0  quarter we got something l ike 3 5 ,000. It was -- it 1 0  

1 1  was i n  l ine w ith what w e  would have expected -- 1 1  

1 2  Q Okay. 12 

Page 1 7 9  

I 'm sure there was no more than three payments, and 
it could have been two, j ust based on the fact that, 
you know, this d idn't -- you know, it -- it was a 
relatively compressed period of time. 

Q Yeah. 
A So I don't remember if it was two or three 

payments. 
Q Okay. And when -- at some point, I 

imagine a situation where payments were expected and 
they were not made; did that happen? 

A I -- I don't remember. I t  could have 
happened. It very well could have happened but I 
just don't remember. 

Q Well, at some point, did you become 
concerned about the Arete investment and your 
c l ients? 

A Well, see, there's a distinction there, 
because, you know, we d idn't do due d i l  igence on it, 
we d idn't recommend it. Our role was as custodian. 

Q Okay. But yet, you're sti l l  getting 
interest payments from Arete -

A Sure. 
Q -- because you're holding that money on 

behalf of your cl ients? 
A Mm-hmm. So the -- well, somebody -- yeah, 

Page 1 8 0  

the advisor would have been concerned or somebody 
would have been concerned. 

Q Yeah. 
A Even -- I suppose even Doug Scott would 

have been concerned, that's -
Q When did you become concerned? 
A I don't know. Sometime after -- assuming 

that the -- well ,  because there were -- there had to 
have been late payments. Assum ing that there were 
late payments, sometime after the payment was 
and not received. 

Q Okay. And at that point, did you then 
A -- l et's put it that way .  contact Snisky or Scott, or anyone else, to try to 


1 4  Q And -- and so at least one quarter went by sort out what had happened? 

1 5  where y o u  received the quarterl y  interest payments 1 5  

1 6  that matched u p  with your expectations of what they 1 6  

1 7  should be; i s  that fair? 1 7  

1 8  A That's true .  1 8  

1 9  Q Okay . Did that also happen for a second 1 9  

2 0  quarter? 2 o 
2 1  A I thought it d id .  I -- I don't remember 2 1  

2 2  for sure but I thought so. 2 2  

2 3  Q Okay . Past the second q uarter, d id  you 2 3 

2 4  rece ive any interest payments from Arete? 2 4  

2 5  A I don't remember. There was no - - I 'm -
2 5 

A I did not contact Snisky .  I -- you know, 
I think Doug might have been in touch with me to say 
payment would be forthcoming or something. 

Q Okay. 
A But, you know, I -- I don't -- I 

don't recall having a whole lot contact with Snisky,  
fi·ankly. 

Q Okay. But did you have contact with 
someone after you became concerned about the lack of 
interest payments or just the Arete investment 
general ly? 
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1 A Just m y  recol lection i s  that at some point 1 A No. 
2 Doug Scott, you know, was -- was tell ing me that the 2 Q -- what Arete funds belong to whom? 
3 i nterest payment was l ate and should be forthcoming, 3 A Only because I didn't look at each account 
4 

5 

but that's -- you know, that's a l l  I can real ly 
remember, and l don't want to -

4 

5 
to see if there were some people that had some cash, 
you know, that were received. I mean, it's easy 

6 Q Did you fol low up at al l? 6 enough to figure that part out, but I d idn't -
7 A l don't remember. l don't remember what 7 Q Al l  right. 
8 the fo llow-up was. 8 A -- you know. 
9 Q Okay. Did you have any Summit Trust 9 Q How many Arete investors are Summit Trust 

1 0  c l ients reach out to you to inquire about Arete? 1 0  c l ients? 
1 1  A No, I don't think so. I -- you know, 1 1  A My recol l ection is it's somewhere between 
1 2  Tomich might have. And I 'm -- and I 'm -- at this 1 2  ten and fifteen. It's -- it's more than ten, 
1 3  point now, I 'm j ust conjecturing. Tomich might have. 1 3  probably around fifteen. 
14 Q Mm-hmm. 14 Q Okay .  For a total investment amount of 
1 5  A And I -- I did talk to one of the Texas 1 5  approximately what? 
1 6  cl ients at some point, but that was after -- you 1 6  A A mi l l ion-and-a-half. That's -- that's a 
1 7  know, that was after there were problems, I think, 1 7  recol lection. I 'm not sure but -

1 8  and -- and -- you know, and the SEC was involved, 1 8  Q Okay. 
1 9  they cal led me. But that's -- that was it, that I 1 9  A -- but something l ike that. 
2 0  can recal l .  2 o Q Were these also exc lusively Tomich 
2 1  Q Are those accounts sti l l  open today? 2 1  c l ients? 
2 2  A Yeah, they're -- yeah, they're sti l l  open. 2 2 A No .  No. 
2 3  Q And are there Arete funds that -- interest 2 3 Q Who -
2 4  funds that belong to certain of these c l ients? 2 4  A I t  was mostly Tomich, and then there were 
2 5  (Mr. Scoggins returns to the room.) 2 5  the two gentlemen in Texas -
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1 

2 

A I don't know that there's any interest 
s itting in those accounts now. I know that a lot of 

1 

2 
Q Okay. 
A -- that might have had three o r  four 

3 -- a lot of T'om ich's c l  ients transferred their assets 3 accounts ,  total ,  that I can recal l .  
4 e lsewhere that were s itting in those accounts. 4 Q Meissner? 
5 Q Ok . 5 A Me issner. 
6 A And I -- you know, I -- otherw i se ,  no, I 6 Q And Sparkman? 
7 don't -- I don't real ly  -- I mean, I don't know. 7 A I think so .  
8 There could be some cash or  money market s itting 8 Q Okay. And that -- and that wou l d  be -
9 there, but I don't know for sure. 9 t hat would const itute the sa les  people o r  the 

1 0  Q Okay. But c learly, interest payments d id 1 0  advisors who put -- who put people into A rete? 
1 1  come in from A rete; is  that correct? 1 1  A That's correct. 
1 2  A Yes.  1 2  Q A t  l east from your understanding? 
1 3  Q And those, at least on paper, were 1 3  A That's fro m  my unde rstand ing .  
1 4  

1 5  

apportioned out to the d ifferent A rete investors? 
A ·rhat's true .  

1 4  

1 5  

Q Okay. And -
(SEC Exhibit 52 was marked 

1 6  Q That's true. 1 6  for identificat ion . )  
1 7  So, unless those A rete investors used 1 7  B Y  M R .  MA RTIN : 
1 8  

1 9  

those funds o r  cashed out those funds for some 
reason, there sti l l  may be funds at Summit Trust 

1 8  

1 9  

Q Kevin, I 'm going to hand you what's been 
ident ified as  Exh ibi t  52.  

2 0  

2 1  

belong to Arete i nvestors; i s  that correct? 
A That could be true .  

2 0 

2 1  

I' l l  take that one  back. 
(The Witness passes Exhib i t  5 1  

2 2  Q Okay. 2 2  to Mr .  Mattin . )  
2 3  

2 4  

A Yeah. 
Q But as you sit here today, you don't have 

2 3  

2 4  

Q Thank you .  That's great. 
Exhibit 52 is a mult i-page document, it's 

2 5  a notion, of what funds - 2 5 an e-mai l  chain ,  the B ates on  it i s  
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1 SEC-SUMMIT-E-87 through 89 .  1 A No. 
2 And at the top -- the top, the l atest 2 Q And did you ever refer anyone to Arete? 
3 e-mail is from D 1 Scott@comcast.net to Kevin Brown, 3 A No. 
4 dated February 9th, 20 1 2. Do you recognize this 4 Q Okay. Any of your Brown c l ients or anyone 
5 exhibit? 5 else? 
6 A I do. 6 A No. 
7 Q Okay. And what's the context i n  which 7 Q Okay. Al l  right. I ' l l  take that back. 
8 you're getting this e-mail ?  8 (The Witness passes Exhibit 52  
9 A Mostly, it's Doug Scott keeping me updated 9 to Mr .  Martin.) 

1 0  as to what he was doing, for some reason. 1 o Q Thank you. 
1 1  Q Okay. So this is - 1 1  There are references throughout the 
1 2  A Yeah. 1 2  different documentation for SMA to -
1 3  Q This is roughly a month after you've had 1 3  THE REPORTER :  I 'm sorry. For S? 
1 4  that conference call with - 14  MR. MARTIN: For -- I 'm sorry. Let me 
1 5  A Yeah. 1 5  start over again. 
1 6  Q -- Snisky, correct? 1 6  

1 7  A Yeah. 1 7  BY M R. MARTIN : 
1 8  Q Okay. And let me just -- just a -- a  1 8  Q There are references in the Arete 
1 9  technical point here. The "D 1 Scott@comcast.net, " is 19 investment to an SMA account at Summit Trust. What 
2 0  that Doug Scott's e-mai l? 2 0 is an SMA account? 
2 1  A !t is .  2 1  A It stands for Separately Managed Account. 
2 2  Q Okay. All  right. And so in the top 2 2  Q Okay. And what does that mean? 
2 3  e-mail here. he references a, quote, days training i n  2 3  A I t's really just a way for us to track a 
2 4  Longmont, Colorado; did you understand what 2 4  certain group of investors, mainly for accounting 
2 5  that was about? 2 5 purposes. And if there's any kind of a -- a pool ing, 
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1 A I do .  I - - I should point out, though, 1 you know, o f  investors, that kind o f  thing. But it's 
2 that th is  is -- this letter, even though he  e-mai led 2 -- it's really just a way to designate a group of 
3 it to me, this letter is actual ly to th is  guy Jeff. 3 i nvestors or an investment. 
4 Q And I - 4 Q Okay. Is i t  a l iteral account l i ke a 
5 A Okay. But  anyway - 5 bank account or a securities account, that's separate 
6 Q I understand . 6 in any fashion? 
7 A But, yeah, I think -- I think it was some 7 A No, hmm-mm, it's not. 
8 k ind  of  due d i l igence meeting.  8 Q Okay. So it's a -- it's purely a paper 
9 Q Okay. Did you ever go to Longmont? 9 accounting function? 

1 0  A No .  1 0  A It's an internal accounting function, 
1 1  Q Did you ever meet w ith Snisky other than 1 1  that's right. 
1 2  ta lk t o  h im o n  the phone? 1 2  Q Okay. So there was no money market 
1 3  A No .  13  account or checking account or anything that 
1 4  Q Okay. And I rea l ize that the e-mai l , 14 constituted the SMA account where these Arete funds 
1 5  itse lf, is addressed to this guy Jeff. 1 5  were put? 
1 6  B u t  if  you look a t  the last sentence here, 1 6  A No. 
1 7  i t  says, "By the way, you mentioned that you had a 1 7  Q Okay. Instead, they were put into the 
1 8  couple of  guys that you wanted t o  refer t o  Arete . "  1 8  omnibus market account, as you described before? 
1 9  

2 0  

I s  that, i n  any way, d irected at you? 
A l don't think so.  I think it's d i rected 

1 9  

2 o 
A 
Q 

Just -- yes, j ust l ike everybody else. 
Okay. Did  you receive at Summit Trust any 

2 1  at L umkes -
2 1  documentation related to Arete d i rectly from Snisky 

2 2  Q Okay. 2 2  or anyone at Arete in Longmont? 
2 3  A -- at Jeffrey Lumkes. 2 3  A I bel ieve we d id .  I bel i eve we got 
2 4  Q Did you have anyone that you wanted to 2 4  subscription documents. 
2 5  refer t o  A rete? 2 5 Q Okay. 
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1 9  

2 3  
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1 A And also, obviously, the screen-shots that 1 

2 I sent you as wel l .  2 

3 But when you say "documents," I think you 3 

4 

5 

mean something l ike a subscription agreement 
probably. 

4 

5 
6 

7 
Q Wel l, l ike a -- yeah, like a -- a PPM or a 

Pri vate Placement Memoranda or -- or some form of 
6 

7 

8 agreement? 8 

9 A Yeah. Right. Sure. 9 

1 0  Q And you did receive things l ike that? 1 0  

1 1  A We did, yeah. 1 1  

1 2  Q Okay. Was -- what was the purpose of 1 2  

Page 1 9 1  

If you -- if you tum to the -- to the 
very end of this document, there's an e-mail -
there's an e-mail exchange dated May 9th of 20 1 2, and 
it's from Doug Scott to you. 

It says, "Please forward to Kevin. Would 
you l ike me to rewrite? Thanks. Gary . "  What's -
what's -- what is that communication? 

A My thinking is that this was e-mailed -- I 
can't tel l  -- oh, there is -- yeah, there is an 
attachment. So I'm -- I'm thinking that th is was 
e-mailed to me by Doug Scott, after it was produced 
by Gary Snisky. 

sending them to Summit Trust? 1 3  Q Okay. And so are you in communication 
A Well, if an investor was going to invest 1 4  with Snisky about the -- the content of the 

1 5  i n  that, that would have to be completed by  somebody. 1 5  documents, the wording of the documents? 

1 6  And since we were the custodian, especially for the 1 6  A I am not, no. 

1 7  I RA accounts, you know, we would sometimes fil l  1 7  Q Okay. You mentioned before that your com
1 8  out on behalf of advisors and cl ients. 1 8  -- you said your compliance person noticed some 


Q Okay. Did you ever review any of  that 1 9  language with the documents where your name was 
2 0  documentation from Arete to provide any commentary 2 0 used. Can you -
2 1  criticism or any amendments, or anything, to any of 2 1  A Well, sure. Particularly "Group Summit, 

2 2  those documents? 2 2 LLC," he had a problem with that. 


A There was -- there was a point -- and they 2 3 Q Okay. And what was the problem? 
2 4  -- because they -- they provided documents more than 
2 5  one time. In  other words, they had a version that 
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1 they used, and then they changed it for the next 
2 quarter. 1 think it was, you know, l ike a qumierly 
3 kind of thing. At one point, they had our nam e on 
4 there --

5 Q m . 
6 A -- which -- I d i  dn't even really notice. 
7 But my compliance officer noticed, and told Snisky to 
8 have that removed because it looked l ike we were 
9 sponsoring it or somethi ng.  It j ust -- it d idn't 

1 0  look proper. And our name d idn't belong on there, 

1 1  so -
1 2  Q Okay. Let me -- well ,  let's look at this . 

1 3  (SEC Exhibit 53  was marked 

1 4  for identification.) 

1 5  BY MR. MARTIN : 

1 6  Q Kevin, I 'm going to hand you what's been 

1 7  identified as Exhibit 53 .  Exhibit 53 is a multi-page 

1 8  document, from SEC-SUMM IT-E-37 through 49. 

1 9  You' l l  note on the cover it says "Group 

2 0  Summit," comma, "LLC, Contribution Agreement ."  

2 1  this the type of documentation you were talking about 

2 2  that had your name on it? I 'm trying to get at. 

2 3  A This is -- yeah, this is the one. 

2 4  Q Okay . And you' l l  see that -- j ust a 

2 5  second here. 


2 4  A The problem was our name shouldn't appear 
2 5  on there. It's -- it's an Arete offering. it's not 

Page 1 9 2  

1 our offering. 
2 Q Okay . 
3 A And -
4 Q Is there an insinuation that somehow 
5 Summit i s  more involved than j ust as a custod ian? 
6 What's the -
7 A Wel l ,  that was what he thought. And it -
8 i t  does make sense, that there i s  an impl ication 
9 there. 

1 0  Q Okay. And when was this -- was this  -
1 1  when was this caught? 
1 2  A I don't remember exactly. But it was 
1 3  sometime -- obviously, sometime after they sent i t  to 
1 4  us. And I don't know if  we actual ly had to use this 
1 5  a few times or not. B ut once -- once my compl iance 
1 6  officer saw it, he -- he told me to change it. I 
1 7  j ust don't remember exactly when. 
1 8  Q Did you get any pushback about changing i t  
1 9  or -
2 0 A From who? From -
2 1  Q From Snisky or anybody at Arete. 
2 2 A No. 
2 3 Q Okay. Did you discuss it d i rectly with 
2 4  Snisky? 
2 5  A I -- I d id  not. 
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1 Q Who did you discuss it with? 1 Q Okay. And again, that was because it  was 
2 A Well ,  j ust my compliance officer. He's - 2 confusing or somehow insinuated that Summit was part 
3 he told  me he was going to tell them to remove 3 of this offering, is that the reasoning? 
4 from there, and -- and he would have communicated 4 A That was -- that was his concern, yes. 
5 with Doug and Snisky. 5 Q Okay. Did you have any involvement at -
6 Q Okay. And do you know that he d id  that as 6 with Snisky in naming this offering "Summit Offering 
7 a fact? 7 1 2-P05 1-LLC"? 
8 A Do I know that he did that as a fact? 8 A No. 
9 Q Well ,  d id you -- did you direct h im to do 9 Q Okay. Did you have any knowledge that he 

1 0  that? 1 0  was going to do so? 
1 1  A Either I d irected him or he did it on his 1 1  A Not that he was going to do so, I don't 
1 2  own. But I -- because I know that they removed i t  1 2  remember, that, no. 
1 3  eventually. I know that someone must have 1 3  Q Okay. Now, you' l l  remember, in your -- in 
1 4  communicated that with them. 1 4  your earlier testimony about the -- about the 
1 5  Q Okay. So you didn't want any reference to 1 5  offering with -- I'm sorry -- the EFTs (sic), that 
1 6  "Summit" or "S  ummit Trust" in any of the offering 1 6  there was a Summit Group -- it was named "Summit 
1 7  documents put out by Arete; is that a fair - 1 7  Group" something; is that right? Do you remember? 
1 8  A Well ,  no. Yeah, that's -- that's fai r, 1 8  A It was -- well, I think it was "Summit 
1 9  because it's -- it wouldn't be appropriate. 1 9  Trust ETF Portfol io." 
2 0  Q Okay. But there were some documents 2 0  Q Yes, Summit Trust ETF Portfol io? 
2 1  executed by investors that did have a reference to 2 1  A Right. 
2 2  " Summit," that's true too, right? 2 2  Q So this -- this notion of "Summit" being 
2 3  A I -- I imagine that there are some of this 2 3  part of the name wasn't a new -- wasn't a new thing, 
2 4  particular document. 2 4  this had happened before in the ETF context, hadn't 
2 5  Q Well , let's -- I mean, let's look 2 5  it? 
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1 at an  example. 1 A Right. 
2 (SEC Exhibit 54 was marked 2 Q Okay. So, in this instance though, your 
3 for identification.) 3 -- am I understanding your testimony correctly that 
4 BY MR. MARTIN :  4 this is happening without your understanding or 
5 Q And hang onto that for a minute. 5 awareness? 
6 I'm going to hand you what's been admitted 6 A Wel l ,  he didn't get my approval of it. 
7 as Exhibit 54. Exh ibit 54 is a multi-page document, 7 But, you know, part of my thinking was that, you 
8 it's ki nd of an investment packet here, from Bates 8 know, he may be working with other companies, I 
9 range SEC-SUMMIT-E-228 through 25 1 .  9 have assumed. 

1 0  And I'd l ike to turn your attention to - 1 0  Q Okay. 
1 1  Jet me see if the Bates number is there -- first, to 1 1  A Right. So, you know, this would be -- you 
1 2  Bates No.  23 1 ,  and you' l l  notice at the top of this 1 2  know, I can't -- I couldn't figure out why else would 
1 3  offering document there it says "Summit 1 3  he be doing that. 
1 4  Offering- 1 2P05 I -LLC. " 1 4  Q Okay. But -- but you didn't approve of 
1 5  A I see it. 1 5  that naming convention? 
1 6  Q And do you recognize this offering 1 6  A No.  

material with that caption on it? 
 Q Okay. No, you did not approve? 

1 8  A I do recognize it, yes. 1 8  A I 'm sorry. No, I did not approve. 

Q And do you have an understanding of why it 1 9  Q Okay. And then I 'd also l ike you to look 
2 0  was captioned that way or why it was named that 
2 1  A That's what Snisky was cal l ing it. 
2 2  Q Okay. And is that what you objected to 
2 3  through your compliance person? 
2 4  A That's what my compl i ance officer ended up 
2 5  objecting to, yes. 

2 0  at Bates No. 242 -- we're stil l  in Exhibit 54 -- and 
2 1  there you see that "Group Summit, LLC, Contribution 
2 2  Agreement" again? 
2 3  A I do. 
2 4  Q Okay. So this is in actual practice, 
2 5  because this is an investor named Edmund Kieras who 

4 9  (Pages 1 9 3  to 1 96 )  
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2 5 

Page 1 9 7  Page 1 9 9  

1 used this form, with this name, to invest; i s  that 1 Q Okay. Other than establ ishing that 
2 correct? 2 counsel and Mr. Scoggins were from North Carol ina, 
3 A That is correct. 3 which I know is an important d istinction. 
4 Q Okay . And is it also true that you d id  4 MR. TYNDALL: Which is substantive. 
5 not give approval to Mr. Snisky to use this naming 5 MR. MARTIN : Yes, there is some substance 
6 convention for th is contribution agreement; is that 6 there. 
7 true? 7 BY MR. MARTIN : 
8 A That's true. He  d id  do it on his own. 8 Q Before, I 'd asked you that -- if 
9 Q Okay. 9 Mr. Snisky had sent you PPMs and other offering type 

1 0  A I d idn't think anything of it. L ike I 1 o documents, and you said that he had; is that correct? 
1 1  said, I thought he was working with other companies, 1 1  A I did say that, yes. 
1 2  and it - 1 2  Q Yeah. And d id  he send those by e-mail, or 

Q Mm-hmm. was that his -
A -- you know, could be -- could be "Group 1 4  A I believe that they were sent by e-mail .  

1 5  A B C  Company." Q Okay. And they were, as you understood 

1 6  Q Okay. But neverthe less, through your 1 6  it, for use for the different investors to fi l l  out, 
1 7  compliance person, you asked that he stop presenting 1 7  execute, and so forth; is that right? 
1 8  materials to investors with that name on it; is that 1 8  A Well, yeah, mm-hmm. 

1 9  Q Okay. And he, from time-to-time, changed 
2 0  A That's -- yeah, that's true. 2 0 

2 1  Q O y. 2 1  

2 2  I ' l l  take that back. Thank you. 2 2  

2 3  A Just this one? 2 3  

2 4  Q Yeah. I ' l l  take both . 2 4  

2 5  A Oh ,  both. 2 5  

Page 1 9 8  

1 B Y  MR. M A RTIN :  1 

2 Q Actual ly, l et me  -- l et me  hand you 2 

3 Exhibit 54 again. 3 

4 A Mm-hmm. 4 

5 Q I f  you look at the last page -- 5 

6 A Yeah.  6 

7 Q -- on that contribution agreement 7 

8 s ignature page, is that your s ignature in  the midd l e  8 

9 there?  9 

1 0  A Indeed, it i s .  1 0  

1 1  Q Okay. A l l  right. Thank you.  1 1  

1 2  And I ' l l  take the other exhibit, too. 12 

13 Thank you. 1 3  

('T'he Witness  passes Exhib it 54 

up the caption, which is how we got discussing the 
Summit Group, LLC documentation: is that right? 

A That's -- that's right. I bel ieve that he 
changed them every quarter. 

Q Okay. Did you have an understanding of 
why he did that? 

Page 2 0 0  

A No, except that each quarter it -- it 
appeared as though they had dates that conesponded 
to each qumier. B ut no, I didn't have really any 
understanding as to why he did that, no. 

Q Okay. I mean, from -- from your 
understanding, consistent through the Arete period, 
was it the same offering, regardless of what the 
caption or title was? 

A Yeah, that -- yes, that was my impression. 
Q Al l  right. It's sti l l  based on the 

investment in the government or Ginnie Mae bonds, for 
example, 6 or 7 percent annual interest; is that -

A Yeah. I think so, yes. 
Q All right. And that vvas consistent all 

the way through the Arete period? to Mr. Mart in .)  
1 6  MR. MART I N :  Let's go off the  record at 1 6  A Right. 
1 7  1 2 : 54 .  1 7  Q Did Summit Trust Company ever operate as 
1 8  (Break from 1 2  : 54 p .m .  to 1 2  : 5 8  p .m .) 1 8  the custodian for Arete as an entity or Arete's 
1 9  MR.  M A RT I N :  Let's go on the record at 1 9  funds? 
2 0  1 2 : 5 8 .  2 0  A No. 

2 1  B Y  MR.  M ARTIN: 2 1  Q Okay. Never served that role for -

2 2  Q Whi l e  w e  were off th e  record, there w ere 2 2  A No. 


no substantive conversations between the staff and 2 3 Q Okay. What about for Mr. Sn isky 

2 4  the w itness or h i s  counsel ;  i s  that correct? 2 4  individually or anybody else associated with Arete? 
A No.
2 5 A Yes .  That i s  correct. 

5 0  (Pages 1 97 to 2 0  0 )  
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1 Q Okay. S o  only as a custodian for 1 

2 individual c l ients who had invested in  Arete; i s  that 2 

3 a  3 

4 A That's -- that's an accurate statement. 4 

5 Q Accurate statement, okay. 5 

6 When funds were wired tl·om Summit Trust 6 

7 investor accounts to Arete, how did you know to do 7 

8 that and how was it that you made that transaction? 8 

9 A Wel l ,  once al l  the paperwork was executed 9 

1 0  and there was a -- an Asset Purchase Form completed, 1 0  

1 1  you know, m y  recol lection i s  that -- that Doug Scott 1 1  

1 2  would -- you know, would indicate that -- you know, 1 2  

Page 2 0 3  

SEC-SUMMIT-E- 1 03 ;  if  you wouldn't -- i fyou wouldn' 
mind just taking a look at that. Do you recognize 
Exhibit 55?  

A I do. Yeah, I do recognize this. 
Q And does Exhibit 55 help refresh your 

recollection regarding the quarterly interest 
payments and when those -

A It does, actually. 
Q Okay. 
A Yeah. 
Q Wel l ,  help me out with that a l i ttle bit. 

This e-mail was sent -- the one from you to Mr. Scott 

1 3  to - - to send so-and-so's funds to Arete. I mean, was sent on January 22nd, 20 1 3 ;  is that correct? 

1 4  you know·, we -- we could have known to do that just 1 4  A Yes. 

1 5  by someone f1 l l ing out  the paperwork and sending i t  1 5  Q And in there you say, " Is  Arete supposed 

1 6  to us. 1 6  to be paying Summit fees on a quarterly basis? I 

1 7  Q Okay. Were you contacted by the people  at 1 7  don't remember seeing any fee" -- "fees payments for 

1 8  Arete in  that process? 1 8  at least the last two quarters. "  

1 9  A I don't recal l  somebody from Arete. And 1 9  What - - what prompted that, o r  what's your 

2 0  -- and the only person that I 'd ever -- that I 2 0 concern there? 

2 1  remember having any kind of contact with was 2 1  A Well ,  I think, at this point, I had 

2 2  and -- and we talked about that. But I don't 2 2  wondered why the only fees I'd collected, you know, 

2 3  remember anyone from Arete asking me to -- t o  send 2 3  for doing all this custodial work was $750. 

2 4  any funds. 2 4  Q Okay. 

2 5  Q But Doug Scott did? 25 A And, you know, I -- you know, apparently I 


Page 2 0 2  Page 2 0 4  

1 A Several times, I bel ieve. 1 d i d  not remember what the arrangements were. 
2 Q Al l  right. And d id  you understand how he 2 Q But it looks l ike your -- your 
3 understood that it was appropriate to send those 3 expectation is some fee payment on a quarterly basis? 
4 funds on? 4 A Yeah. That makes sense, yes. 
5 A Well ,  I -- you know, he was working 5 Q And what would those qumierly fees be 
6 closely with Arete, and he was talking to the 6 based on, the total amount of assets under management 
7 advisors. So, you know, i f -- i f -- if Jane Doe, who 7 or -
8 might be Tomich's c l i  ent, was ready to invest, Tom ich 8 A Well ,  according to this e-mail ,  yeah, it 
9 would know. And therefore, he and Doug would talk 9 would have been. 

1 0  about that, and you know. I mean, Doug was -- I 1 o Q Okay. But you hadn't -- you hadn't 
1 1  bel ieve he was kind of the quarterback. 1 1  received those from Summ it? 
1 2  Q Okay. Sort o f  over Tomich and Meissner 12 A Well ,  i t  wasn't me, personal ly.  Summit 
1 3  and -- and others? 1 3  hadn't received them, i s  what I mean. 
1 4  A Right. 14 Q Right. 
1 5  Q Okay. 1 5  A B ut, yeah, that's -- no, that's true. 
1 6  A He was kind of l ike a l iaison or a -- I 1 6  Q Okay. And I note that you say, " I  don't 
1 7  don't -- I don't want to say a "go-between," but 1 7  remember" -- in this e-mai l  you say, "I don't 
1 8  something like that. 1 8  remember seeing any fee" -- "fees payments for at 
1 9  Q Okay . 1 9  least the last two quarters. "  
2 0  (SEC Exhibit 5 5  was marked 2 o Had you received fee payments from Arete 
2 1  for identification.) 2 1  -- or had Summit received fee payments from Arete in 
2 2  B Y  M R .  MARTIN :  2 2  prior quarters. 
2 3  Q Kevin, let me hand you what's been 2 3 A No. The only -- the only fees we 

identified as Exhibit 5 5 .  Exhib it 5 5  i s  an e-mai l 
 collected was that check for $750. 

2 5  chain, a one-page document, Bates No. 2 5  Q Okay. 

5 1  (Pages 2 0  1 to 2 0 4) 
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1 A You know, I -- i t  -- you  know, and at this 1 

2 point, I d idn't -- you know, I d idn't remember how we 2 

3 were being compensated, frankly. 3 

4 Q Okay. 4 

5 A And I do know that we haven't been -- or 5 

6 had not been. We sti l l  have not been, but whatever. 6 

7 Q Al l  right. And then I 'd l ike you to look 7 

8 up at Doug Scott's response to you, particularly the 8 

9 second paragraph, that starts with " Unfortunately ."  9 

1 0  See where it says, "Unfortunately, for 1 0  

1 1  some reason, Gary has not sent anything out in 1 1  

1 2  October o r  January. That was the reason for m y  call 1 2  

1 3  t o  you last Thursday, t o  see if you had a record of 13 

1 4  receiving the interest payout. I would like to call 14 

A Nothing formal. I f  someone would have 
missed a payment back i n  October, you know, cl ients 
would normally be aware of that, and somebody would 
end up call i ng to say, you know, I d idn't get a 
payment. And I don't know if that happened in this 
case or not. 

Q Except, how would they be aware, because 
you're sending out the quarterly statement, right? 
So, how can they know about a missed payment if 
they're not getting the -- the statement? 

A Well ,  they'd sti l l  -- they'd get a 
quarterly statement even if there was no activity. 

Q Okay. 
A I mean, it's -

you tomorrow to d iscuss why the lack of quarterly 
 Q So, at the end of the third quarter in 

1 6  payouts. "  1 6  20 1 2, you sti l l  sent a quarterly statement out to the 
1 7  S o  does this -- this help refresh your 1 7  !\rete investors; is that correct? 
1 8  recol lection i n  terms o f  the actual interest payments 1 8  A We should have, yeah. I -- I expect we 

2 0  

received from Arete? 1 9  did.  
A Y es. it does. 2 0  Q Okay. But it wouldn't have reflected any 


2 1  THE REPORTER: From Arete? 2 1  interest earnings? 
2 2  MR. MARTIN : From Arete, yes .  2 2  A No, not i f -- no. Only if it \Vas 
2 3  BY MR. MARTIN: 2 3  received. 

Q And when was the last interest payment you 2 4  Q Okay. And you testified earlier, that i f  
2 5  had received from Arete then? 2 5  there were any interest earnings, it would have been 

Page 2 0 6  Page 2 0 8  

1 A Based on this e-mai l , I -- it should have 1 only received interest earn ings, not projected or 
2 been -- so it would have been for the second quarter, 2 ant ic ipated earnings, r ight? 
3 because an October payment would have been for the 3 A Yeah, that's -- yeah. Yes .  
4 third quarter of 20 1 2 . 4 Q Okay. But if I 'm understanding your 
5 Q Okay. Which you did not receive? 5 testimony correctly today, you d idn't have any 
6 A Apparently not. 6 pol icies or procedure s  in place to help you catch i f  
7 Q Okay. Nor did you receive a fourth 7 payments were not  made  into investor accounts that 
8 quarter payment; is that correct? 8 should have been made and kind of the related 
9 A I -- based on this e-mail , I guess not. I 9 fol low-up to that or  -- or work on your pmi? 

1 o can't -- you know, it -- at that point, I don't -- I 1 0  A Correct. 

1 1  imagine no. 1 1  Q Okay . 

1 2  Q Okay. 1 2  A I -- you know, we  were -- we had a 

1 3  A Yeah. 1 3  custod ial  role, and it was real ly  just to -- you 

1 4  Q Did you have any procedure or a pol icy in 14 know, to hold and to report. But I don't -- I don't 

15 place regard ing your c l ients at Summit if investment 1 5  think we  had a duty to -- to -- you know, to pursue 

1 6  funds were supposed to  be  coming into their accounts, 1 6  somebody l ike this i f  they m issed a payment. 

1 7  interest o r  otherwise, but they d idn't, and - - and 1 7  Q Okay. A l l  r ight. I ' l l  take that back. 

1 8  the fol low-up that you would undertake accordingly? 1 8  Thank you .  

1 9  In  other words, this i s  maybe six months 1 9  (The W itness passes Exhib it 55 

2 0 after you'd received any interest payments from 2 0 to Mr .  Mart in . )  

2 1  Arete, and you've got, as you testified earlier, at 2 1  BY MR.  MARTIN:  

2 2 least 1 5  different c l ients who've invested in A rete. 2 2 Q I n  March o f 20 1 3 ,  you were interv iewed by  

2 3 Did you have any policies or procedures in place to 2 3 an  IRS specia l  agent named Ron Loecker; i s  that 

2 4  follow up on what amounts to missed payments to 2 4  correct? 

2 5  c l ients? 2 5  A Y es ,  mm-hmm. 
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Page 2 0 9  

Okay. And that happened in Pennsylvania? 
I t  d id .  

1 

2 

3 Q Okay . At that time, you told Agent 3 

4 Loecker that Summit Trust was to be paid a 4 

.5 half-a-percent commission by Snisky for all i nvested 5 

6 funds moved through the SMA account for Arete? 6 

7 A Based -- yeah, that's consistent with that 7 

8 e-mai l ,  yeah. But it was -- yeah, mm-hmm. 8 

9 Q And is that accurate? 9 

1 0  A I -- yeah. I guess you could look at it 1 o 

1 1  that way, yes. 1 1  

1 2  Q But I -- and it's also my understanding 1 2  

1 3  that you told Agent Loecker that you never d id  1 3  

Page 2 1 1  

a memo document, and the Bates number is 
SEC-SUMMIT-E-99 to 1 00 .  

Do you recognize Exhibit 56 and the 
attachment to it? 

A I do -- well , I recognize it yeah . 
Q The -- the memo that's the second page, 

who drafted that memo? 
A My bel ief is that it was Doug Scott. 
Q Okay. But  not you? 
A Oh, no, not me. 
Q Okay. Does it accurately -- accurately 

reflect the fees associ ated w ith the Arete investment 
associ ated with Summit Trust? 

collect these funds, that . 5  percent? 1 4  A Yeah, I -- this i s  probably correct. 
A l vvas -- yeah, I d idn't remember seeing 1 5  Q Well ,  why is it j ust probably? 

1 6  them. 1 6  A Well ,  yeah, I guess it is correct. I -

1 8  
Q Okay. And were there any other fees or 1 7  you know -- yeah, I guess it is correct. 

commissions or payments that were expected, related 1 8  Q Okay. And this is -- these fees that are 

to Arete, to Summit Trust? 1 9  i dentified in Exhibit 56 are separate and apart from 

2 0  A No. 2 0  any .5 percent commission to be paid by Snisky or 
2 1  Q Other than the --

2 1  Arete for the invested funds that moved through the 
2 2  A No. 2 2  SMA account; i s  that correct? 

Q -- the . 5  percent commission for all 2 3  A Well ,  this says "the total fees . "  I'm not 
2 4  invested funds total? 2 4  even sure why -- w hy -- why this was done this way, 

' 
A Well ,  the -- the account that's 2 5 but -- I'm not sure if th is was in addition to 

Page 2 1 0  Page 2 1 2  

1 right. 1 something o r  i n  place o f  something. 
2 Q Yeah.  2 Q Well, let's -- let's back up for a second. 
3 A Mm-hmm. 3 Look at Exhibit -- look at Exhibit 56 and 
4 Q N o  other m aintenance fee s  or ongoing fee s  4 the attachment. These fees in this memo are paid by 
5 o f  any kind? s whom? 
6 A You  mean owed by A rete or anyth ing l ike  6 A Well, it says it's -- it says it's to be 
7 ili ? 7 charged by the c lient -- I'm sorry -- charged to the 
8 Q No .  Owed by Arete or to be  pa id by 8 client's account. 
9 Snisky. 9 Q Okay. So these are fees paid by the 

1 0  A I don 't th ink so .  1 0  individual Summit cl ient, correct? 
1 1  Q Okay .  Bu t  there were maintenance fee s  or 11 A It would be, yes. 
1 2  -- or  fees assoc iated w ith your part icu  lar c l  ients; 12 Q Okay. 
1 3  i s  that correct? A That's conect. 

1 4  A How d o  you  -- you mean account opening 14 

1 5  fee s  or -- or custodia l  fees  for somebody that had 15 

1 6  other investments, i s  that what you mean? 16 

1 7  Q Exactly, yes .  1 7  

1 8  A Wel l ,  that's true,  yes .  1 8  

1 9  Q Okay .  1 9  

2 0  (SEC Exhibit 5 6  was marked 2 0  

2 1  for i dentification.) 2 1  

2 2  B Y  MR. M A RTIN : 2 2  

2 3  Q Kevin, I hand you  what's been ident ified 2 3  

2 4  a s  Exhibit  5 6 .  Exhibit  5 6  i s  a -- it 's a two-page 24 

2 5  document. I t 's  a cover e-mail and then a -- k ind  o f  2 5  

Q All right. So these fees are separate and 
apart from any commission to be paid by Snisky or 
Arete, even if that commiss ion was never paid to 
Summit; is that correct? 

A This would be different from that, yes. 
Q Okay. All right. I f  you take the fees -

or payments in Exhibit 56 and that .5 percent 
commission to be paid by Snisky or Arete, are there 
any other fees or payments or commissions that Summi 
Trust was supposed to earn or did earn associated 
with the Arete business? 

A I don't think so. 

5 3  (Pages 2 0 9  to 212) 
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1 Q Okay. Are you confident of that? 1 

2 A Wel l ,  I d idn't remember this  e ither, 2 

3 so -- 3 

4 Q Yeah. B ut th is  -- th is  looks -- if  4 

5 you look at Exhib it 5 6, that looks pretty standard to 5 

6 me, right? 6 

7 I mean, you have c l ients, they have thei r  7 

8 accounts with you, and they have ceJiain fees  that 8 

9 they pay for you operating as the custod i an of those 9 

1 0  accounts; am I -- 1 o 
1 1  A I would agree w ith you on that. 1 1  

1 2  Q Okay. So  there doesn't seem to be 1 2  

1 3  anything complete ly crazy about Exhibit 56  or the 1 3  

1 4  numbers that are represented there; i s  that fair? 1 4  

1 5  A That is fair .  1 5  

1 6  Q Okay. S o  I -- I look at that as -- that 1 6  

1 7  ought to be the m eat and potatoes of your business, 1 7  

1 8  right? 1 8  

Page 2 1 5 

A "Do" actually, not "did," right? 
Q Do or did .  It j ust seems l ike it's an 

unusual agreement? 
A Sure. Well, we do have an arrangement 

with -- with a group where we get an SMA fee -- or we 
wil l  be getting an SMA fee, simi lar to -- actually, 
50 basis points. 

Q What's the name of that group? 
A It's called The Dominion Group. 
Q And so j ust briefly, again, describe that 

agreement you have with regard to payments on the 
assets under management? 

A It -- well ,  related to -- you know, to 
recordkeeping, and reporting functions, and -- and 
custodial services, and all that stuff, we're to get 
50 basis points on the assets that are in those 
i nvestments. 

Q And who's your contact at The Dominion 
A Correct. 

2 0 

Group? 

Q Okay. And then separate and apart from 2 0 A Daryl ,  D-a-r-y-1, Bank, B-a-n-k. 

2 1  that, as you explained to Agent Loecker, Sn isky or 2 1  Q Where is he located? 

2 2  Arete was going to pay a commission on the Arete 2 2  A Florida. 

2 3 investments; now, is that correct? 2 3 Q Do you recall what city? 

2 4  A Well ,  yeah, it -- I wouldn't ca l l  it a 2 4  A Oh, I -- I knew you were going to ask me 

2 5 commiss ion, but that's - - i t  was -- it was 2 5 that.


. ,,, ,,,_ ''''''"' 
··· -·-·-· - .. .. 

Page 2 1 4 Page 2 1 6  

1 a fee for, you know, handl ing the SMA business. 1 You know, he had an office i n  Virginia 
2 Q Okay. It never happened? 2 Beach, too, but he's -- he's out of Florida now. I 
3 A No. 3 -- Port St. Lucie is my guess. We can get that 
4 Q You never received those funds ;  that's 4 information for you, but I j ust don't remember off 
5 correct too, right? 5 the top of my head . 
6 A That's correct. 6 Q And how long have you been doing business 
7 Q Okay . So fees, commissions or other 7 with Daryl or Dominion Group? 
8 payments, other than what's in 56 and that .5 8 A Probably a l ittle over a year, I guess. 
9 percent, there were no additional fees or commissions 9 Q And approximately how many assets under 

1 0  related to the Arete business; i s  that -- 1 0  management do you have related to Dominion Group? 

1 1  A Not for Summit. 1 1  A I think Dominion m ight have 2 mi l l ion. 

1 2  Q Not for Summit? 1 2  Q What type of i nvestment is The Dominion 

1 3  (The Witness nods head.) 1 3  Group? 

1 4  Q Okay. Not to be paid to Summit or 1 4  A They have -- they have a couple of private 

1 5  contemplated to be paid to Summit; i s  that correct? placements. I don't know a lot about them though. 


A Yeah, that's correct. 1 6  Q Have you put any investors in  The Dominion 
Q Okay . Fair enough. Group? 


I ' l l  take that. Thank you. 1 8  A No. No. We're just -- we're j ust 
(The Witness passes Exhibit 56 provid ing custodial and -- and that sort of service. 


2 0  to Mr. Marti n.) 2 0  

2 1  BY MR. SCOGG IN S :  2 1  

2 2  Q Mr. Brown, d i d  Summit have an agreement 2 2  

2 3  with any other investment provider or investment fund i 2 3  
2 4  simi lar to what i t  had with Arete, where i t  would be 2 4  

2 5  paid a percentage of the assets under management? 2 5  

Q Do you have SMA-type agreements with other 
entities or funds in which you do not receive any 
sort of commission or fee related to assets under 
management? 

A I don't think so. I'm not -- I'm not 
remembering any. 
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1 6  s l ightest? 

Page 2 1 7  Page 2 1 9  

1 B Y  M R. MARTIN : 1 o n  the Summit website? 

2 

3 

Q Did Summit Trust undertake any steps to 
determine whether Arete i nvestors were accredited 

2 

3 
A I don't reca l l  that, no. 

Q Okay. Wel l ,  or the other way around, 

4 investors? 4 putting some l ink to Summit o n  the Arete website, was 

5 A No.  It was -- they had to attest to that 5 there any -

6 on the -- on the subscript ion documents, I know that. 6 A I don't remember that either. 

7 Q Okay. But d id  Summit Trust undertake any 7 Q Okay. 

8 steps to val idate that i nformation or  to verify the 8 (SEC Exhibit 57 was marked 

9 i nformation in any way? 9 for identification.) 

1 0  

1 1  

1 2  

A No. 
Q Why not? 
A We -- wel l ,  we d idn't call -- wel l ,  

1 0  

1 1  

12 

BY MR. MARTIN : 

Q Kevin, I 'm go ing to hand you what's been 

identi tled as Exhibit 57. Exh ibit  57 is  a one-page 

1 3  because we -- I d idn't think we had a fiduciary duty 13 e-mai l from Doug Scott to you, and the "Subject" l ine 

1 4  to do  that. 14 is  "Arete. " The Bates number is SEC-SUMMIT-E-97. 

1 5  Q Okay . 1 5  you recognize Exh ibit 57? 

1 6  A We were the custod ian. 1 6  A I do.  

1 7  Q Okay. 1 7  Q Okay. And what -- what's the context in 

1 8  A I j ust d idn't think that that fel l  -- that 1 8  which Mr. Scott's sending you this e-mai l? 

1 9  that fel l  under, you  know, our  duties .  19 A I suppose he owed -- he fel t  l ike he 

2 0  Q Did you provide the paperwork and which 2 o needed to keep me updated as to what he was doing 

2 1  the investors fi l led out regarding accred ited status, 2 1  w ith Arete. 

2 2  d i d  y o u  provide that paperwork t o  Snisky and the 22 Q Okay. And so it appears, through the 

2 3  Arete people? 2 3 e-mai l ,  that Snisky has some new relationship w ith 

2 4  A I believe we d id .  2 4  U . S .  Bank; is  that correct? 

2 5  Q Okay . And was that the standard process? 2 5 A I see that, yes. 

Page 2 1 8  Page 2 2 0  

1 A Yeah. They would need copies o f  that 1 Q Yes. And d id  you have any understanding 
2 i nformation. 2 of  how that would impact Arete's relationship with 
3 Q Okay. And do you have an understanding o f  3 Summit Trust? 
4 whether Snisky or the Arete people undertook any 4 A Well ,  I 'm reading through the e-mai l to 
5 steps to val idate or verify the information regard ing 5 make sure. 
6 accredited status for the investors? 6 Q Sure; take your time. 
7 A I don't know what they d id .  7 (The Witness reviews Exhibit 57 .)  
8 Q Okay. It -- it d idn't concern you? 8 A Okay. I've read through it. 
9 A Again, it didn't fal l  within our -- our - 9 BY MR. MARTIN:  

1 o you know, our duties. 1 o Q Wel l ,  what did you understand this would 
1 1  Q Okay. Did any -- any information about 1 1  do to the relationship between Summit and Arete? 
1 2  any o f  the investors, regarding their sophistication, 1 2  A Well, I would have thought that the only 
1 3  accredited status, qual ified purchaser status, any 1 3  impact would be where do c l ient funds have to go and 
1 4  aspect of  the qual ifications o r  criteria o f  thcsc 1 4  where would the interest payments be coming from. 
1 5  investors concern Summit Trust o r  you, i n  the 1 5  Q And that would be U.S .  Bank; is that -

1 6  A It would have been. Yeah, according to 
1 7  A No. I t  -- they attested to it, and I 1 7  this e-mai l , it would have been. 
1 8  think their advisor also -- I thought the advisor 1 8  Q Okay. I want to direct your attention to 
1 9  also tested -- attested to that, but - 1 9  -- to the middle paragraph in  Exhibit 57. It says, 
2 o Q Okay. That's not information you 2 o "Gary has already explained. "  Do you do you see that 
2 1  attempted to verify or validate i n  any way? 2 1  sentence? 
2 2  A No. 2 2  A I do. 
2 3  Q Okay. Did Snisky or anyone at Arete ever 2 3  Q Okay. And then let me finish it. 
2 4  discuss the notion o f  connecting Arete and Summit 2 4  It says, "Gary has already explained that 
2 5 Trust together on a website or somehow putting Arete 2 5 he wi l l  not accept any funds from U.S .  Bank directly 

5 5  (Pages 217 to 22 0 )  
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Page 2 2 1  Page 2 2 3  

1 and that he uses a trust company (Summit) to act as 1 M R. TYN DALL: Correct. 
2 custodian and aggregator of funds. " 2 M R. MARTIN: Okay . 
3 What's meant by "aggregator of funds"? 3 B Y  M R. M ARTIN: 
4 A As we talked about before, basically just 4 Q Kevin,  before, I was asking you about 
5 keeping track of how many cl ients are in there. When 5 accred ited i nvestor status, and so forth, w ith the 
6 they send a large -- you know, when they said one 6 different Arete investors? 
7 interest payment, we have to allocate who gets what 7 I also want to ask you, in regard to the 
8 interest payment, that kind of thing. 8 Rampart i nvestors, d id  you ever make any 
9 Q Okay. And then the next sentence says, 9 determinations as to whether any of those investors 

1 o "The bank was delighted that he has this type" - 1 0  were accredited or sophisticated or qual ified 
1 1  "that type of relationship i n  place and says using 1 1  purchasers or really anything i n  regard to their 
1 2  Summit would take some responsibi l i ty off their 1 2  status as i nvestors or purchasers? 
1 3  shoulders . "  1 3  A Wel l ,  we told the advisors that they were 
1 4  Why do  you understand or  think that some 1 4  supposed to be. I -- I don't know -- I don't know 
1 5  responsibi l i ty would be taken off the bank's 1 5  what we d id  to determine whether they were or were 
1 6  shoulders by using Summit. 1 6  not. 
1 7  A Well, they wouldn't have any kind of 1 7  Q Okay. Was there any paperwork associated 
1 8  

1 9  

2 0  

2 1  

recordkeeping to do as far as individual investors or 
anyth ing I ike that that's - - that would be my guess. 

Q Okay. 
A l can't think of anything else. l don't 

1 8  

1 9  

2 0  

2 1  

with it? 
A I don't remember any . 
Q Okay. And you say you discussed the issue 

with the various advisors. What about with the 
2 2 knmv even know what other responsibi lities the bank 2 2  investors that you and George Brovvn brought into 
2 3 would have had . 2 3  Rampati; d id  you ever determine their accredited 

Q 2 4  status or their qual i fied  purchaser status? 
2 5  A Yeah. I think we knew them to be 

Page 2 2 2  Page 2 2 4  

1 A Boy, I don't -- I don't remember actual ly 1 accredi ted. 
2 talking to anybody at U . S .  Bank. I -- you know, I 2 Q Okay. So i s  it your testi mony today that 
3 don't think I d id .  I 'm not saying I d idn 't for sure, 3 each of the i nvestors that you brought into Rampart 
4 but I don't th ink so. 4 directly, you and your -- you and your father brought 
5 Q Okay. The contact there apparently was 5 in d i rectly to Rampmi, without another i nvestment 
6 named Doug Priest? 6 advisor of any type, that each and every one of those 
7 A Yeah. 7 investors was accredited? 
8 Q D id you ever communicate w ith Mr. Priest? 8 A I believe so. 
9 A I don't remember. It 's -- it's possible 9 Q Okay. Were they each q ualified 

1 0  but I don't remember. 1 0  purchasers? 
1 1  Q I ' l l  take 57  back. Thank you.  1 1  A Define what that is .  
1 2  (The W itness passes Exhibit  5 7  1 2  Q Well ,  a "qualified purchaser" i s  
1 3  to Mr. M artin . )  1 3  essentially a -- an accredited investor on steroids,  
1 4  

1 5  

1 6  

M R. MARTIN : Let's go off the record at 
I : 30 .  

(B reak from I : 3 0  p .m.  to I : 3 5  p .m. )  

1 4  

1 5  

1 6  

with -- I think it 's  a -
MR. MARTIN : Is it a mi l  l ion? 
MR. SCOGG IN S :  I don't recal l .  

1 7  M R. M ARTIN : Let's go on the record at 1 7  B Y  MR. MARTIN: 
1 8  1 : 3 5  p .m.  1 8  Q I don't have it in  front of me. 
1 9  B Y  MR. MARTIN : 1 9  But let me ask the question this way . Do 
2 0  Q Whi le  we were off the record, there were 2 0  you know what a qualified purchaser i s  according to 
2 1  no substantive conversations between the staff and 2 1  the securities laws? 
2 2  the w i tness, other than counsel asking about how to 2 2  A No. 
2 3  secure a transcript of today's testimony; i s  that 2 3  Q Okay. And d id  -
2 4  correct? 2 4  MR. TYNDALL: The definition you're 
2 5  A I s  that correct. 2 5  talk ing about i s  the definition of an " accredited 
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anvwa.) :  

you. 

Page 2 2 5  Page 2 2 7  

1 investor." 1 Q Okay. Anything else with Mr. Tomich? 
2 MR. MARTIN:  Actually, I 'm talking about 2 A Not at a l l .  
3 particularly a qualified purchaser, it's -- it's an 3 Q And other than counsel , have you spoken 
4 Investment Company Act delinition, I think. 4 with anyone regarding your appearance here today - 

5 BY MR. MARTIN: 5 and besides Mr. Tomich? 
6 Q So -- but did -- did you make -- did you 6 A No. 
7 make a qualified purchaser inquiry of any of the 7 Q Okay. Have you discussed with anyone what 
8 investors in Rampart? 8 your testimony would be today? 
9 A No. Not a qual ified purchaser, no. 9 A No. 

1 0  Q Okay. And in relation to the accredited 1 0 Q Have you d iscussed with anyone what your 
1 1  investor inquiry, did you make any inquiries of these 1 1  testimony should be today? 
1 2  -- of Rampart investors regarding their 1 2  A No. 
1 3  sophistication, their level of  sophistication with 1 3  Q Has anyone suggested to you what your 
1 4  that type o f  investment? 1 4  testimony should be today? 
1 5  A No. Only in -- only in -- i n  that I knew 1 5  A No. 
1 6  who they were and I was somewhat famil iar with 1 6  Q Have you seen a transcript or a digest or 
1 7  o f  the investments they had made, that kind o f  thing. 1 7  a summary of the testimony of anyone else who has 
1 8  Q Okay. And I have the same questions for 1 8  testified in this investigation? 
1 9  the ETF fund investors that were brought i n  by you 1 9  A I have not. 
2 0  

2 1  

and your father; d id you ever make any determinations . 
regarding their accredited status? I 2 o 

2 1  
Q Do you know anyone else who's been 

subpoenaed or testified in this investigation? 
2 2  A No. But for an ETF fund, I don't think 2 2  A For sure, right? No. No, I don't. 
2 3  you have to b e  an accredited investor. 2 3  Q Okay. H ave you d iscussed with anyone else 
2 4  Q Well - 2 4  what their testimony would be or should be in front 
2 5  A But - ·- 2 5  of the SEC? 

Page 2 2 6  Page 2 2 8  

1 Q -- be that as it may - 1 A No. No. 
2 A Yeah. 2 Q Okay. Have you discussed your testimony 
3 Q -- you d idn't make any such inquiry ;  is  3 or past or proposed testimony of another witness with 
4 that correct? 4 any intermediary? 
5 A Yeah, that's correct. 5 A No. 
6 Q Okay. And d id  you make any inquiries of 6 MR. M ARTIN: Okay. Mr. Brown, at this 
7 those investors regard ing the ir  level of 7 time, we're going to adjourn testimony to a date 
8 soph istication particularly related to that type of 8 uncertain .  Although testimony is adjourned, you 
9 investment? 9 remain under subpoena. 

1 0  A No.  1 0  And, Counsel, I want to ask you i f  
1 1  Q Okay . D id  you requ ire of them any 1 1  you wish to make any c larify ing question - - o r  
1 2  paperwork or any other written documentation 1 2  ask any c larifying questions o r  otherwise invoke any 
1 3  regard ing their accredited status or  their leve l  of 1 3  testimony from your witness, now is the time to do 
1 4  sophistication? 1 4  so. 
1 5  A No .  1 5  M R. TYNDALL: I don't. Although, we may 
1 6  Q Okay. 1 6  submit a written statement when I get the transcript. 
1 7  Other than counsel ,  have you spoken w ith 1 7  MR. M ARTIN : A l l  right. Let's go off the 
1 8  anyone regard ing th is  investigation? 1 8  record at 1 :42 p .m. ,  on December 4th, 20 1 3  . 
1 9  A Yes .  1 9  (Whereupon, at 1 :42 p .m. ,  the examination 
2 0  

2 1  

Q Who? 
A Tom ich. 

2 0  

2 1  

was adjourned.) 
* * * * * 

2 2  Q And what d id you d iscuss with Mr. Tom ich 2 2  

2 3  regard ing the investigation? 2 3  

2 4  A Purely that I was com ing out here to see 2 4  

2 5  2 5  
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1 PROOFREADER'S CERTIFICATE 
2 


3 In the Matter of: ARETE, LLC 

4 Witness :  Kevin Charles Brown 

5 Fi le  Number: D-0332  1 -A 

6 Date: Wednesday, December 4, 20 1 3  

7 Location : Denver, CO 

8 


9 


1 o This is to ce1iify that I ,  Donna S .  Ray a, 
1 1  (the undersigned), d o  hereby swear and afti rm 
1 2  that the attached proceedings before the U .S .  
1 3  Securities and Exchange Commission were held 
1 4  accord ing to the record and that th is  is  the 
1 5  original, complete, true and accurate transcript 
1 6  that has been compared to the reporting or recording 
1 7  accomplished at the hearing. 
1 8  

1 9  

2 0  

2 1  

2 2  (Proofreader's Name) (Date) 
2 3  

2 4  

2 5  

Page 2 3 0  

1 UNITED STATES SECURITIES AND EXCHANGE 


2 

3 REPORTER'S CERTIFICATE 


4 

5 I, Denise Truax, Registered Merit Reporter, 


6 hereby cert i fy that the foregoing transcript 


7 consisting of 228 pages is a complete, true, and 


s accurate transcript of the testimony indicated, held 


9 December 4, 20 1 3 , in the matter of A rete, LLC. I 


1 0  further ccrti l)' that this proceeding was recorded by 

1 1  me, and the foregoing transcript has been prepared 

12 under my direction. 

1 3  
1 4  DATE: December 1 6, 20 1 3  
1 5  
1 6  
1 7  
1 8  OtTicial Reporter: 

1 9  
2 0  Denise Truax 

2 1  
2 2  
2 3  
2 4  
2 5  
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ARETE, CIJIE COMPANY") 

CONTRIBUTOR'S 

REDEl'vD?IJQN CONTRlBUJ1QNS 

CONTRIBUTIONS lN COMPANY Cmitributions 
cash and directed to the Company as of, or up to, the last business day of any month and are held in the 
fonn of "Book Capital Accounts" . 
su bmitting a completed Subscription Agreement and a payment to the Company in accordance with the 
instructions set forth in the Subscription Agreement and thi s Memorandum. 

OF 

ARETE, LLC REDACTED 
Virtue & Excellence Together Dated: Jan 1, 2012 thru Mar 30, 2012 

8 P 303.459.2701 F 303.459.2723 

ARETE, LLC 
A PRIVATE CO:MP ANY 

GOVERNMENT 
EXHIBIT 

20 
D-0332 1  

LLC "PRlVATE is a Colorado Limited Liability Corporation whose 
obj ective is contributing within Principal Insured Products, or Agency Bonds. Utilizing these Agency 
Bonds allows us to achieve attractive absolute returns rather than relative returns (verst�s a benclunark 
index.). To maximize the return on contribution and best protect principal, the Company will build its own 
Proprietary Value Model consisting of a variety of such Agency Bonds that are Principle Protected. 

Agency Bonds issued by Federal Government agencies--Bonds issued or guaranteed by Federal 
Government agencies such as the Small Business Administration, the Federal Housing Administration 
and the Government National Mortgage Association (Ginnie Mae) are backed by the "full faith and credit 
of the U.S. government11, just like U.S. Treasury bonds. *  Full faith and credit means that the U.S. 

some elements of the 

Credit of the Un ited States Government. The contents of this Memorandum should not be considered to 
be legal, tax, or financial advice and each prospective Contributor should consult with his or her own
counsel and advisers as to all matters concerning investing in the Company. Prospec tive Contributors 
{"Contributors") should carefully read this Memorandum . 

government is .comm itted to pay interest and principal back to the contributor at maturity. Agency bonds 
are usually exempt from state and local taxes, but not federal tax. 

ADVISKMENT The Company's contribution progrrun(s) may involve risks and 
program may be considered speculative. However, such Agency Bonds are backed by the Full Faith & 

"Contributions" in the Company are available for purchase by, Qualifted V alue, 
and may also being an "Accredited Persons" per the Securities and ExchangeNon Qualified Value, 

Commission (SEC). As an Accre ited Contributor under Regulation D of the SEC, "qualified clients " are
defined in Rule 205-3(d) under the lnvestment Advisors Act of 1 940 and as amended per the "Advisors 
Act" . All contributors must have executed a Contributi on Agreemen t (attached hereto as the 
"Contribution Agreement") and have been notified of admittance by Arete. 

may be considere9 in qualified, non..qualified & 

Contributors may runnge for an initial purchase of Contributions by 

Members may red m the Company with the permiss ion of 
Arete, or any portion of such Contributor's Contribution as of the last business day of any quarter by: If 
Approved: Please note lock up period of five years is to be determined first  THEN 

• Delivering written notice to Arete at least 1 20 days prior to such date. 
• Stating in writing which portion ofthe Contributor's Interest is requested to be redeemed. 
• Acceptance by ARETE, LLC is deemed fair and reasonable. 
• A surrender charge in year six is 5% and then 1% lower each year thereafter 
• Surrender of Vested Bonus if within ten years 

The Company may, in its sole discretion, approve purchases and redemptions on other dates and/or waive 
such notice period. 

Thl$ Ooculll<llnt le lntend&d eolaly foe' tlw. U&ll of tho p-61$00 tQ whom It ha1J ooen dellvar&d for thu purp<>$e of d!cu�>Sing a p<:>$1Sibkl
contribLrllon in the Agency Bonda d horoln, snd ls not to be produced or dlstribuu;d to any other pornons PERIOD. DISCLAIMER: Arvte, 
l..LC I• NOT a Unlt6d Statlla Sacurfl:IH  or Broker or US Advlaor, This docutmlnt is never to be considered a solicitation for any purpose in 
any tonn or content. Upon receipt of lhiS document you. as Recipient, hereby acknowle-J  this wamlng and dlsclaimer. If acknowiedgrnent Is not
accepted please return dOCumeflt copy to &mer irnme0/at$1y. 
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CQMPANY MANAGEMENT 

BENEFICIARIES 

.. 

The Company may, in its sole discretion, approve purchases and redemptions on other dates and/or waive 
such notice period.

TRANSFER OF INTERESTS Contributors may not transfer their Interests to third parties without the 
prior written consent ofThe Private Opportunity. Subject to certain exceptions, the Company is seeking 
to raise a maximum of $500 million in total contribution capital from The Private Opportunity and 
Contributors in the Company; The Private Opportunity may choose not to accept any contribution for any 
or no reason. 

The Company is not required to register, and has not registered, as an 
investment company under the Contribution Company Act of 1940 (as amended the "1 940 Act"). The 
Private Opportunity (The Private Opportunity) is responsible for the management of the Company. The 
Private Opportunity will receive a Management Fee equal to 1% (one percent) NAV (Net Asset Value) 
per year and distributed at the beginning of the first calendar quart er. 

Following any unfortunate death of the account contributor, disbursements must 
time frame and rate as they were before the account contributor's death. 

Beneficiaries must receive the same disbursements for up to the time frame remaining in the schedule of
the Bond Holding. If no distributions were made before the death of the account holder, distributions 
must be made to the beneficiaries over the Bond Holding Time Frame. The disbursements must begin 

Beneficiaries are Primary and/or Contingent Beneficiaries of my contnoution. In the event of this 
unfortunate situation as to the death of the contributor, the balance in the account shall be paid to the 
primary beneficiaries who survive the contnbutor in equal shares (or as in the specified shares indicated). 
If none of the primary beneficiaries survive me, the balance in the account shall be paid to the Contingent 
beneficiaries who survive me in equal shares (or in the specified shares indicated). A beneficiary must be

· 

identified and proper information gathered within the provided beneficiary information fields. 

continue at the same 

after the year the policyholder would have turned seventy and a half (70 112). 

2 
Tll!& Documont I• Intended solely for the use of the parson to whom It has boon dollvorod for the purpose of dlscuulng a PQQJble 
c:ontrlbutk>n In the  BoodlJ desc;llbed herein, and Is not to bo produced or dlwtbuted to any othef pemons PERIOD. DISCLAIMER: The 
Prtvato Opportunity 1$ HOT a Ulllb!d Stlltas Stlc:urltlos Delllor or B roker or US Advisor. This document Is novor to bo consldored a sollcltation for 
any purpose In any form or coo1oot. Upon receipt Df this doc:ument you, as RecJplent, hereby ac:knowledge this warning and disclaimer. If 
flCknQwladgmcrrt Is 001  please rewm doc\lrnorrt copy to Sendtll' lmmedlately. 
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DISCLOSURES 

FURIHER DISGLOSQRES FOR FLORIDA CONIRJBUIORS QNLX 

1. The Securities offered have not been and wm not be registered unda the Securities Act of 1 933 or the Securities laws of 
any of the states of the United States. The Offering contemplated by this Private Placement Memonmdum wl11 be made in 
reliance upon an exemption from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended, and Regulation
D promulgated hereunder, for offers and sales of Securities which do not involve uny public Offering and analogou s exemptions 
under state Securities laws. 

2. Thlll Private Memorandum shaD not c.onstftote an offer to sell or a soUdtatfon of an offer to buy, nor will there be any 
sale of Securities of the Ccntributor-ship in any juri:Jiliction in which such offer, solicitation or sale is not authorized or to any 
person to whom it is unlawfUl to make such offer, solicitation or sale. No person bas been authorized to make any
represcntatiQDS concerning the Company, which are inconsistent with those contained in this Private Placemcmt Memonmdum. 
Prospective Contn"butors should not rely on any Information not contained in this Private Placement Memorandum or the 
exhibits hereto. 

3. In making a contribution decision, Contributors must rely on their own examinadon of the Issuer and the terms of the 
Offering Including the meritll and risks Involved. These Securities have not been recommended by any federal or state 
Securities commissions or n:gulatoty authority. Furthermore, the foregoing authorities have not confirmed the accuracy or 
dete:nnined the adequacy of this document. Any representation to the contrary is a criminal offense. Prospective Contributors 
should not construe the contents of this Private Placement Memonmdum as legal, tax or financial advice. Each prospective 
Contributor should consult their own professional advisors as to legal, tax. financial or other matters relevant to the suitability of 
an contnbution in the Company for such O>ntnbutor. 

4. The Securities offered may not be transferred without the prior written conse�t of the Company and The Private 
Opportunity. In addition, these Sccw:itieg are subject to restrictions on lranllferability and resale and may not be transfem:d or 
resold except as pennitted under the Securities Act of 1933, as amended, and the applicable State Securities Laws, pursuant to
registration or exemption there from and may not be sold or otherwise transferred except in accordance with the requirements and 
conditions set forth in this Private Placement Memorandum. 

5. Thls Private Placement Memorandum Is Intended solely for the use of the person to whom It baJ been delivered for the 
purpose of evaluating a possible contribution in the Securities dcscnbed herein, and is not to be produced or distributed to any 
other persons (other than Professional Ad,isors of theProspective Ccntn'butor receiving this document). 

6. This Comp Blly will not be registered as a Contribution Company under the Ccntribution Company Act of 1940, as 
amended. 

7. The Company wm not be registered as a Commodity Pool under the Conunodlty Exchange Act; and the Adviser is not
registered as a Commodity Trading Adviser under the Commodity Exchange Act. 

1.  	 The Intereft5 offered have not been registered under the Florida Securities Act Each Offered who is a Florida resident 
should be aware that section S 17.061 (i l){a)(S) ofthe Florida Securities and Contnoutor Protection Act provide, in relevant 
part as follows: 

"When sales are made to jive or 11U're persons in Flo rida, any sale in Florida made pursuant to sectio n 51 7. 06 1 (1 J) is 

violable by the purchaser in such sale either within three days after the first tender of consideration is made by the 

purchaser to the Issuer, an agent of the Js:mer or an escrow agent or within three days after the availability of that privilege 

is communicaJed to such purchaser, whichever occurs later. " 


2. 	 The avallablllty of the privilege to void sales pursuant to section 517.061 of the Florida Ac:t Js hereby communicated 
to each Florida Offered. Each person entitled to exercise the privilege to void sales granted by section 517.0 61(1 1)(a)(S) 
and who wishes to exercise such right must, within three days after the tender of the first installment of his capital 
contnbution to the Company or to any agent of the Ccmpany, cause a written notice or telegram to be sent to the Company
at the address provided in thill subscription agreement Such letter or telegram must be sent and, ifpostmarked, postmarked 
on or prior to the end of the aforementioned third day. If a person is sending a letter, it is prudent to send such letter by 
certified mail, return receipt requested, to assure that it is received and also to evidence the time it was mailed. Should a 
person make this request orally, he mould ask for written confinnation that his request bas been received. . PI  

nms Docum��nt Is lnt.ndod solely for ttl& use of the JlGI'GOil to whom It haa been dllllvorod for tho purpou of discussing 11 poslllb/qcootrlbutlon In tho il.gerq Bonds dc=c;ribod heroin, and Ia nol w bll producod Of dlsti'IIMod to any other parsons PERIOD. DISCLAIMER: ThePrivate Opportunity Is NOT a United States 5ecurlt!GS Del!lor or Broker or US Advisor. This document Is never to bll coosldered a solicitation forany purpose In any fOITil Of content. Upon fQGO!pt of !Ills document )'OU, 11:1 Redplent. hereby tlCkno'Mcdge lh!& Wl!mlng and dlscla!mer. IfmontIs not accepted please return document copy to Sender hmllld!attlly. 
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Potential Gontn'butox(s): 

info@tbe OpportunityUc.co 

OPnder 
1 

DYenture 
!Bkeal 

OPian Sponsor 

Please complete the following information so that we may verify your Contributor Status. Please return the 
completed form to Tbe Private Opportunity LLC via email at Private or fax to
303-459-2723. 
Thank you!
1) Description 

dividual Contributor Oservice Provider 
0Institutional Contributor 0Academic 
0Contn"bution Manager Oother 

2) Contributor Information 

a) Contributor class b) Portfolio size 

vidual 
- 5 million 

$1  million 
[]Family Office 
[]Fund ofFunds 

0$5 - 50 million 
0$50 million - $100 million 

0Endowment I Foundation 0$100 million - $1 billion 

ONon-US Person DOver $1 billion 

Olndividual Retirement Account or Keogh 


c) Percentage allocated to d) Which ofthe following contn"butions do 

alternative contn"butions you currently own? 


B<% - 10% 0Hedge Funds 

010% - 20% C)Managed Futures 

020% - 30% 

Estate 
OPrivate Equity 


030% - 40% Capital 

040% - 50% 

0Ahove 50% 00tber.:?1Dc. S 


e) Years of contribution experience 

0Less than 1 OLess than S 05-10 010-15 G!'!{'ore than IS 

3) I hereby certify that I am an accredited contributor in accordance with rule SOl{ a) o r  Regulation D ,  in
that. • .(please select all that apply) Definition of Contributions: 

The contn"butor is a natural person whose individual net worth, or joint net worth with that person's spouse, at the
time of contn"bution exceeds $ 1  ,000,()1)(). 

0The contn"butor is a natural person who had an individual income in excess of $200,000 in each of the last two 
calendar years, or joint income with that person's spouse, in excess of $300,000 in each of those years, and bas a 
reasonable expectation of reaching the same income level in this calendar year. 
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examining 

0The contributor is an entity with total assets in excess of $5,000,000 which was not formed for the pmpose of
investing in any of the Funds and wlrlch is one of the following: (a) a corporation; (b) partnership; (c) a J..imjted 
liability company; or(d) a business trost; or a tax-exempt organization descnbed in Section SOl(c) (3) of the Internal 
Revenue Code of 1986, as amended (the "Code"}. 

0The contn1mtor is a personal (non-buainess) trust with total assets in excess of $5,000,000 which was not formed 
for the purpose of investing m any of the Funds and whose decisions to mvest m the Funds will be directed by a 
person who has such knowledge and experience in financial and business matters thalhe/Hhe is capable of evaluating 
tho merits and risks of an contribution in the Funds. 

0The contn'butor is an employee benefit plan within the meaning of Title 1 of the Employee Retirement Income 
Security Act of 1974 (including an Individual Retirement Plan and KEOGH) which satisfies at least one of the 
following conditions: 

• it bas total assets in excess of $5,000,000; or 
• the contribution decision is made by a plan fiduciary which is a bank, savings and loan association, 
insurance company or registered contribution adviser; or 
• it is a self--directed plan {i.e., a tax-qualified defined contribution plan in which a participant may exercise 
control over the contn'bution of assets credited to his or 
her account) imd the decision to invest is made by those participants investing  and each such participant 
qualifies as an accredited contn'butor. 

0The contributor is an employee benefit plan established and maintained by a state, its political subdivisions or any 
agency or instrumentality of a state or its political subdivisions, which has total assets m excess of$5,000,000. 

0Tbe contributor is licensed, or subject to supervision, by U.S. Federal or state authorities as a "bank,"
"savings and loan association," "insurance company," or "small business contribution company" [as such tenns are
used and defined in 17 CFR §230.501 (a)] or is an account for which a bank or savings and loan association is 
subscribing in a fiduciary capacity and over which such fiduciary exercises contribution discretion. 

0The contn'butor is registered with the United States Securities and Exchange Commission as a broker or dealer or 
an contn'bution company, or has elected to be treated or qualifies as a ''buainess development company" (within the 
meaning of Section 2(a) {48) of the Contribution Company Act of 1940 or Section 202(a) (22) of the Contribution 
Advisers Act of 1940). 

4) (If applicable) I am also a "qualified purchaser" within the meaning of Section l(a) (51) of the
Contribution Company Act of 1940, in that (seled aU that apply) : 

OThe contn'butor is a natural petSOJl who's "contributions," including "contributions" owned jointly or as 
community property with contn'butor's spouse, has a value, net of acquisition indebtedness, of at least $5 million. 

0The contn'butor is a truat not formed for the specific purpose of buying an interest in the Funds that was
established and funded by persons who meet one of the definitions of "qualified purehaser" in this Part and for 
which contn'bution decisions are made by persons who meet one of such definitions. This includes IRAs, Keoghs, 
and similar retirement planning vehicles, owned and directed by qualified purchasers, as well as contributions by
particip t-directed employee benefit plans where the participant is a qualified purchaser. 
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OThe 
interest 

· 7/li�ur.;,H 
ng 

/ s-rc 

F.i.tc1 Name• ..,.,..,.. ......  ·  ....... ... " �- - - - - - .. --.bdBf\ A]uuw · ....... # · ,   
-- .. -

-z. :z:.. s-
(?E".!J Title _________ _ 

     

l$t:JJ..IlltA  

Last Nams::• 

SSN*    
 

       

 Sltcurltioo 

0The co.ntr.ibutor is a :tiunily company not formed for the specific purpose of buying an interest in the Funds whose 
"contn'butio:oa" havo a value, after subtracting the deductions descn'bed below, of at least $5 million. 

oontn'butor is a corporation or partnership (whether or not funned tor th6 specific purpose of buying an
in the Funds) all of whose securities and other ownership interests are beneficially owned by qualified 

pUI'Chasers. 
5) How did you find out about The Private Opportunity?

M Y  A .z>  \IJ<$t1 )1... 
6) What are the origins of the funds provided? ...

a JJ }It#. /:.o:::4tn.J'T L/f't !7Y SA w'4 &' 

7) Contact Information (Asterisks indicate required fields) 

SSN• 
Occupation /2G"T? 

Organization• Website 

I Province 
Country (Wh re you currently live)• _U..--""'-S-�..;;.__---------
Phone• ax: !-lA. Email: SWISIJT.eGf'l'lAI/... • 

8) Beneficiary Contact Information (Asterisks indicate required fields} 
First }) U.A.fA-f 

Ci State I Provin<:e*""7'i Zip I Postal Code• ? IS  0 9 
Country (Where you currently live)• _..:;;(.A.......::;;.::S;...�R�----------

:,A. 
J represent and certify timt the foregoing information is true and accurate and that I will promptly notifY Tho Private 
Opportunity of any material changes in the information submitted. 

READ AND o d- o  4 - ol% 
DATE 
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CUSIP Committee Uniform Security Identification 
Procedures 

PRIVA TE OPPORTUNITY OBJECTIVE 

The contnoution objective of the Company is to achieve attractive consistent absolute returns by 
contnouting in Agency Bonds that are Principle Protected. To this end. The Private Opportunity will 
build a value model that applies the purchase of an Agency Bond and, utilize the Pre-paid Principle of the 
Agency Bond in our Subsequent Trading Environment; in order to facilitate a value ofreturn that is both 
Principle Protected and typically Produces Higher Yields than stand alone Annuities. Agency bonds are
issued in a variety of structures, coupon rates and maturities. 

This is our ability to Purchase, Trade, Create Spreads and Markets within the purchase or sale of these 
specific types of Bonds that are protected by the Full Faith Credit of The United States - Both in Coupon 
Payment and Re-Sale ability. Also utilizing the Pre-Paid Principle in overnight ba:nlcing sweeps to earn an 
additional interest return of value. Others include US Treasury Notes/Bills, US Government Agency
Bonds. Ginnie Mae, and Unit Contnoution Trusts, just to identify a few. 

The Private Opportunity, and "Manager", believes that the application of our Trading Environment 
utilizing opportunistic agency bond products and pricing primarily applied will produce attractive 
contribution returns, regardless of the direction of the overall performance of the markets. The Company 
will be actively managed with a focus on "high probability purchase situations" or best pricing spreads 
with good liquidity. These situations are believed to offer limited downside with timely upside potential. 
Limiting exposure to the markets when these situations are not present could result in extended periods 
when Company liquidity is high. 

Additionally, the Manager believes that the combination of a diversified Company consisting of a sotmd
Business Project with the Company's prescribed contnoution (the Company's own value) offers a further 
unique opportunity to its contributors in that it will serve to provide a positive hedge component to the 
Company. These Assets will be utilized to ftuther provide protection of Contributor Contribution. 

In geneml the agency bond market is considered a liquid market, in which contributions can quickly and 
easily be bought and sold. However, as explained below, some agency bond issues have features that 
make the bond issues more "structured" and complex, which can reduce liquidity of these Products. The 
Private Opportunity only works with Triple A or AAA type of bonds assuring liquidity. These bonds also 
have a specific identifier or a CUSlP number. 

typically refers to both theThe acronym 
and the 9 baracter alphanumeric security 

on 
for all Northidentifiers that they distribute 

American securities for the purposes of facilitating clearing and settlement of trades. The CUSIP 
distribution system is owned by the American Bankers Association and is operated by Standard & Poor's. 

The CUSIP Services Bureau acts ns the National Numbering Association (NNA) for North America. and 
the CUSIP serves as the National Securities Identification Number for products issued from both the 
United States and Canada. 
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Proprietary Planning Our Protection - For The Future 

Our Proprietary Value Model is a like-kind annuity but is not an annuity. Our model uses the same 
components that make up an annuity from an insurance company. We utilize the same Agency 
(Government) Bonds that annuities use to provide the security and consistent value the contributor. Our 
Model does not have the same costs and advertisement fees as a typical annuity. Thus we provi de our 
model with a straight forward return to the contributor. Our model mimics an annuity, thus, we will use 
the annuity example for our discussion purpose here wil.hin. 

An Annuity can be defined as money contract between a person and the insurance company. It provides a 
guaranteed regular income to the policyholder for life, or for a specified period. The annuity is typically 
bought with a single lump -sum contribution. The most important benefit is the stream of regular monthly 
or yearly income payable at a specified age until death. It is a suitable instrument for consumers wishing 
to hedge and address the dsk of living beyond their means. In fact, some financial experts believe that 
everyone, especially retirees, who bas just adequate savings, should buy an annuity or similar product. 
This ensures that the savings can meet living expenses and last for a lifetime. 

The annuity premiums (the funds the insurance companies collect from clients) are invested in 
government bonds, highest-grade corporate bonds and "A" rated real estate to deliver income that is 
considered to be safe and relatively consistent These more conservative products lreep the principal safe 
because it is not affected by stock market volatility. On maturity, our value model provides the concerned 
person with an assurance to reduce longevity risk. Our value model contnoutes in a product plan from an
insurance company, banks, financial institutions, or finns. Therefore, our value model is assured certain 
results. Principal protection in our value model can be categorized in three simple ways : 

1 .  The value model applies a plan with a fixed rate same as an Annuity Fixed Guaranteed Rate. 
2. You cannot lose your principal when you deposit money in our proprietary model as long 
as you do not withdraw your capital early. 
3. Our proprietary model's asset allocation allows for a flexible premium (additional value that 
can be added at a later date) and is backed by the Full Faith and Credit of the United States 

Our purchase of agency bonds and their protection provides our value model and its contributor's safety 
and security of principal with a fixed guarantee. In the world of fixed-income securities, agency 
bonds represent one of the safes products, and are often compared to Treasury bonds {T
bonds) for their low risk and high liquidity. 

An Exciting New Proprietary Value Model 

The Table below shows the income available for a contributor who places $100,000 in our proprietary 
model . Some Income annuities offer bonuses ranging from 0% to 1 0%. The calculation shown below 
reflects a 10% vested opening bonus {one ofthe highest currently being offered) along with a 7.0% return 
on the Accmnulation Value before  income is taken. 

Please note that bonus annuities may include changes to the elements used to determine interest credits 
that are not included in similar annuities without a bonus. These changes may include lower current
interest mtes, higher surrender charges, longer surrender charge periods, lower participation rates or caps, 
higher spreads, or other changes. The amount of charges or reduction of interest credits may exceed the 
amount of the bonus. 
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Percenta;e 

134,754.73 

Just like bonuses, there is a range on the returns different annuities pay on their accumulation values. This 
7.0% is one of the highest retw"rul currently available. In this example, the Income Account Value is 

growing at a compounding rate. The Income Account Value grows by $1 93,493 .47 in 1 5  years when you 
include the immediate $1 0,000 bonus we provide to the contn'butor. 

The Withdrawal Percentage is used to calculate the income you can withdraw. Some annuities increase 
the Withdrawal Percentage every year and other annuities increase the Withdrawal Percentage only once 
in 5 years or once in 10 years. An annual increase within the first five years provides a significant income 
advantage to the contributor of om proprietary model as shown below. 

Taking a closer look at the Table below, you can see that the longer a contributor waits before utilizing 
the Withdrawal Percentage, the account grows significantly. If a contributor decides to receive the 
Withdrawal Percentage after year five the value is $10,799.65. However, if the contributor waits to 
receive income until year fifteen, that same Withdrawal value is $21 ,244.54 - a fifty one percent increase. 

Some other annuities will make this contributor wait until age 75 or even 80 before increasing the payout 
percentage. This annual increase in the Withdrawal Percentage is important because not everyone can 
wait an extra couple of years for increased income. If you want to receive increases in your in come at 
any age, you may want to seriously consider our proprietary value model such as the one below. 

$100,000 Plus 10% Vested Bonus 0.07 
End of Year Income Account Value Value @ 7% 

Issue 
l 

$ 110,000.00 $ 7,700.00
$ 117,700.00 $ 8.239.00 

2 $ 125,939.00 $ 8,815.73 
3 
4 
s 

$ 134,754.73
$ 144,187.56 
$ 154,280.69 

$ 9,432.83 
$ 10,093.13 

$ 10,799.65 
6 $ 165,080.34 $ 11,555.62 
7 
8 

$ 176,635.96 
$ 189,000.48 

$ 12,364.52
$ 13,230.03 

9 $ 202,230.51 $ 14,156.14 
10 $ 216,386.65 $ 15, 147.07 

Withdrawal Year Five 
End of Year Income Account Value Value ® 7% Start Distribution 

Issue 
$100,000 Plus 10% Vested Bonus

$ 110,000.00 
0.07 

$ 7,700.00 0 0 
1 $ 117,700.00 $ 8,239.00 0 0 
2 $ 125,939.00 $ 8,815.73 0 0 
3 $ 
4 $ 144,187.56 

$
$ 

9,432.83 0 0 
10,093.13 0 0 

5 $ 154,280.69 $ 10,799.65 7.00% 10,799.65
6 $ 154,280.69 $ 10,799.65 7.00% $

$ 
10,799.65 

7 $ 154,280.69 $ 10,799.65 7.00"h 10,799.65$ 
8 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 
9 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 

10 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 

Example shows the distribution starting at the end ofyear five and taking the withdrawal 
percentage over the remaining time frame. 
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whv unnecessary o(time vour percentage? 

Proprietary 

Disclaiming Notes:
1 .  Calculations assume an agency bond interest rate of 6.0% plus a 1% on the Accumulation Period 
Addition which is the pre-paid principal applied in the overnight bank lending rate sweeps . Withdrawal 
Payment Base begins after the fust five years. 

2. Any additional withdrawals taken may reduce the Annual Withdrawal Payment. 

3. We calculate no changes to the model and are before fees. 

4. This is not a contract and only shows withdrawal benefits. 

5. Tax implications are not reflected in the illustration. Please consult a professional tax advisor for 
infonnation on taxes. 

So wait an amount to increase withdrawal 

Consider an example where the product features for two annuities are exactly the same with the exception 
of how often withdrawal percentages increase. One annuity increases the withdrawal percentage annually 
and the other annuity increases the withdrawal percentage once every 10 years. 
While the payout amounts are the same for certain ages such as 60 and 70, the income amounts are higher 
for the other years on the annuity that increases withdrawal percentages annually. Therefore, as a smart 
consumer, you want to select the annuity that increases withdrawal percentages annually-if the annuity 
has the other features and benefits you want. 

For a contributor who wants to take income at a "step-up age," there is no difference. For example, if two 
contributors each wanted to start their income at age 70, it would not matter ifthey purchased Annuity A, 
Annuity B or Annuity C. In each of these three cases, the payout starting at age 70 would be 6% per year. 
However, there might be other differences between these three annuities that would lead you to select one 
annuity instead of the other two annuities. 

Ifthe contributors wanted to tum on their income at different ages, there could be a big difference 
between the three annuities shown below. Annuity C shown below increases the payout amount annually. 
All else being equal, ifa contributor wanted to turn on his or her income at a younger age, he or she 
would benefit by selecting Annuity C, ifyou did not own Annuity C, you could miss out on thousands of 
dollars of income. 

Below is an example of the different payout amounts you might see for different annuities: 
0 Annuity A - Payout % = 5% at 60, 6% at 70, 7% at 80 and above 

0 Annuity B - Payout % = 5% at 60, 5.5% at 65, 6% at 70, 65% at 75, 7% at 80, 7.5% at 85 and above 

0 Annuity C - Payout % =  5% at 60, 5.1% at 61, 5.2% at 62. . .  up to 8% at 90 

Our proprietary model payout begins after year five andprovides you with 7% regardless of agel 

Our Model Has No IDdden Fees 

Various fees and mutual ftmd fees consumed almost 7.80% of a contnbutor's lifetime contributions 
during the first decade oftheirretirement. The fees are used for but may not be limited to compensation 
for representatives and advertisement. Many financial people like to say that historically, "on average," 

the stock market rises about 10% to 12% per year I, ifyou include dividends. However, as you now 
know, these historical averages ctm be deceiving. 
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Quick Re-Cap 

btg>:l!observatigns!U!dnotea.blogspot,com!lOQ9/03/ayera!le-annual-stock-mulset�remm.btml 
bttp:l{wwwJtulfp.s;om/realdow,btm 

The Dow Jones Industrial Average actually has an average annual price appreciation return of 
ONLY 4.80% during the llO+ years ofits existen . 
During some years, the returns will be higher and during other years, the returns will be much lower. As 
you have learned, you may experience periods of 15  years or longer in which you make NO money at all
in the stock market. Thus, you cannot anticipate or expect to receive any consistent return on a regular 
basis due to the fact that the stock market experiences large fluctuations in value from year to year. 

In fact, huge plunges in stock market value seem to be occurring with increasing frequency, as we saw 
during 2000-2002, again iD. 2008 and in theMay, 2010 "flash crash" that wiped out nearly $1 trillion in 
market value in less than one day. Stock markets around the world are becoming more volatile and more 
intertwined. A debt crisis in the relatively small countly of Greece, which does relatively little trade with 
the United States, helped precipitate the nearly $1 trillion flash crash of May, 2010. 

Over the past ten years, the Dow Jones Industrial Average has averaged a slightly negative return of"
0.69% on its compound annual growth rate4• Our proprietary model has no hidden fees. 

We are a private company and carry no additional fees for representatives, or advertisement. In fact, if 
you have reached us or are reading this information without being introduced to us through an existing 
relationship - Please stop immediately and contact us ASAP. 

A 

From day one, you can see our "like kind annuity'' credits your Account Value at a higher rate than does 
other annuities and that it also gives you a higher Withdrawal Percentage than does the other annuity 
products. Our proprietary value model will provide more than other annuity products virtually every
single year on these two crucial factors: the Income Account Value increase and the Withdrawal 
Percentage that is guaranteed to you. In addition, our proprietary value model offers you a 10% bonus 
whereas the other annuity offers no bonus. 

There are no hidden fees like 12Bl 's, or high pay to representatives, or expensive advertisement s. 

Most people have to work many. many years to be able to save a certain value they need for retirement 

after paying income taxes and after paying their living expenses. 


Oetting the most out of your money is always an important goal to keep in mind. As you have seen from 

our case study, our proprietary value model shown above can potentially help you reach your income and 

retirement goals while consuming much less money than other like kind annuities. 


By contributing in our propri etary value model, you have the opportunity to receive one of the highest 

value streams currently available from any "like kind annuity' ' product. This is true regardl ess of the 

amount of value you place in our proprietary value model beyond the minimum. Our Model offers you 

the possibility of significantly in< reasing your value stream for each dollar deposited. 


1,2,4
& 
3 Bloomberg Institutional Trade Platform News 
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------·---------�--- ---•-- · - m-•--·----------

ARETE, (THE COMPANY") 

CONTRJBUTOR'S 

CONTRIBUTIONS CQMfANV 

REDEMPTION QF CONT!UBUTIONS 

Del ivering written notice to Arete at least 120 days prior to such date. 
Stating in writing whieh p ort ion of the Contributor's Interest is requested to be redeemed . 

Acceptance by ARET E, LLC is deemed fa ir and reasonable. 

A surrender charge in year six is 5% and then l% lower each year thereafter 

Surrender of V ested Bonus if within ten years 

The Company may, in its sole discreti on, approve purchases and red empt ions on other dates and/or waive 

Thin D\X\Im&nt lo Intended trol11ly tor tho UIHl of tho pen;on to whom lt haa b<H>n delivered for th& purp011e of dic�JS9lng a po1>slbfQ 
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GOVERNMENT
EXHIBIT

ARETE, LLC 
A PRIVATE COMPANY 

LLC "PRIVATE is a Colorado Limited Liability Corporation whose
objective is contributing within Principal Insured Products, or Agency Bonds. Utilizing these Agency
Bonds allows us to achieve attractive absolute returns rather than relative returns (versus a benchmark 
index) . To maximize the return on contribution and best protect prin.cipal, the Company will build its own
Proprietary Value Model consisting of a variety of such Agency Bonds that are Principle Protected. 

Agency Bonds issued by Federal Government agencies-Bonds issued or guaranteed by Federal 
Government agencies such as the Small Business Administration., the Federal Housing Administration
and the Gov ernment National Mortgage Association (Ginnie Mae) are backed by the "full faith and credit 
of the U.S. government ", j ust l ike U.S.  Treasury bonds.* Full faith and credit means that the U.S. 
government is conunitted to pay interest and principal back to the contributor at maturity . Agency bonds 
are usually exempt from state and local taxes, but not federal ta.x. 

ADVISEMENT The Comp any's contribution program(s) may involve risks and some elements of the 
program may be considered speculative. However, such Agency Bonds are backed by the Full Faith & 
Credit of the United States Government. The contents of this Memorandum should not be considered to 
be legal, tax, or financial advice and each prospective Contributor should consult with his or her own 
counsel and advisers as to all  matters concerning investing in the Company. Prospective Co ntributors 
("Contributors") should carefully read this Memo randum . 

2 1
D-0332 1 

"Contributtons" in the Company are available for purchase by, Qualified V alue, 

N on Qualified Value, and may also being an "Accredited Persons" per the Securities and Exchange 

Commission (SEC). As an Accredited Contributor under Regulation D of the SEC, "qualified clients" are 
defined in Rule 20 5-3(d) under the Investment Adv isors Act of 1 940 and as amended per the "Advisors 
Act" .  All contributors mus1 have executed a Contribution Agreement (attached hereto as the

"Contribution Agreement") and have been notified of admittance by Arete. 

IN Contributions may be considereo in qualified, non-qualified &
cash and directed to the Company as of, or up to, the last business day of any month and are held in the
fo rm of "Book Capital Accourrtsn . Contributors may arrange fo r an initial purchase of Contributions by 

submittin g a completed Subscription Agreement and a payment to the Company in accordance with the

instructions set forth in the Subscription Agreement and this Memorandum. 

Members may redeem the Company with the permission of 

Arete, or any portion of such Contributor's Contribution as of the last business day of any quarter by: If
Approved: Please note lock up period of five years is to be determined first - THEN 

o 

• 
• 
• 

o 

such notice period . 

l'lcet)pto<i ple.ae<� "'tum docum"m copy to $<m00r immedia{.e/y. 
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INTERESTS 

COMPbNY MANAGEMEN[ 

BENEF.IC:lARIE§ 

such notice period. 

TRANSFER OF 

REDACTED 

The Company may, in its sole discretion, approve purchases and redemptions on other dates and/or waive 

Contributors may not transfer their Interests to third parties without the 
prior written consent of The Private Opportunity. Subject to certain exceptions, the Company is seeking 
to raise a maximum of $500 million in total contribution capital from The Private Opportunity and 
Contributors in the Company; The Private Opportunity may choose not to accept any contribution for any 
or no reason. 

The Company is not required to register, and has not registered, as an 
investment company under the Contribution Company Act of 1940 (as amended the " 1 940 Act") . The 
Private Opportunity (The Private Opportunity) is responsible for the management of the Company. The 
Private Opportunity will receive a Management Fee equal to 1% (one peroent) NAV (Net Asset Value) 
per year and distributed at the beginning of the first calendar quarter. 

Following any unfortunate death of the account contributor, disbursements must 
continue at the same time frame and rate as they were before the account contributor's death. 
Beneficiaries must receive the same disbursements for up to the time frame remaining in the schedule of 
the Bond Holding. If no distxibutions were made before the death of the account holder, distributions 
must be made to the beneficiaries over the Bond Holding Time Frame. The disbursements must begin 
after the year the policyholder would have turned seventy and a half (70 112). 

Beneficiaries are Primary and/or Contingent Beneficiaries of my contribution. In the event of this 
unfortunate situation as to the death of the contn'butor, the balance in the account shall be paid to the 
primary beneficiaries who survive the contributor in equal shares (or as in the specified shares indicated).
Ifnone of the primary beneficiaries survive me, the balance in the account shall be paid to the Contingent 
beneficiaries who survive me in equal shares (or in the specified shares indicated) . A beneficiary must be 
identified and proper information gathered within the provided beneficiary information fields. 
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DISCLOSURES 

FURTHER lJIS�LOSJJRES FOR fLORIDA CONTRIBUTORS ONLY 

The availability of the 
and who wishes to exercise such right must, within three days after the tender of the first installment of his capital 

contn"bution to the Company or to any agent of the Company, cause a written notice or telegram to be sent to the Company 

at the address provided in this subscription agreement. Such letter or telegram must be sent and. if postmarked, postmaxked 

on or prior to the end of the afunmentioned third day. If a person is sending a letter, it is prudent to send such letter by 

certified mail, return receipt requ<:Sted, to assure that it is received and a lso to evidence the time it was mailed. Should a 
his request bas been received . 

REDACTED 


1. The Securities offered have not been and will not be registered under the Securities Act of 1933 or the Securities laws of 
any of the states of the United States. The Offering contemplated by this Private Placc:mc:ot Memorandum will be made in 
reliance upon an exemption from registration pursuant to Section 4(2) ofthe Securities Act of 1933, as amended, and Regulation
D promulgated hereunder, for offers and sales ofSecurities which do not involve any public Offering and analogous exemptions 
under state Securities laws. 

2. This Private Memorandum sbaU not constitute an offer to sell or a solldtat!on of an offer to buy, nor wt11 there be any 
sale of Securities of the Contn"butor-ship in auy jurisdiction in which such offer, solicitation or sale is not authorized or to any 
person to whom it is unlawful to make such offer, solicitation or sale. No person has been authorized to make any 
representations concerning the Company, which are inconsistent with those contained in this Private Placement Memorandum. 
Prospective Contributors should not rely on any Information not contained in this Private Placement Memorandum or the 
exhibits hereto. 

3. In making a contribution decision, Contributors must rely on tbelr owu examination or the 188Uer and the terms of the 
Offering lndudlng the merits and risks Involved. These Securities have not been recommended by any federal or state 
Securities commissions or regulatory authority. Furthennore, the fotegaing authorities have not confirmed the accuracy or 
determined the adequacy of this document. Any representation to the contrary is a criminal offense. Prospective Contributors 
shoul d not construe: the contents of this Private Placement Memorandum as legal, tax or financial advice. Each prospective 
Contributor should consult their own professional advisors as to legal, tax, financial or other matters relevant to the suitability of 
an contribution in the Company for such Contributor. 

4. The Securltle3 offered may not be transferred without the prior written consent of the Company and The Prlv11te 
Opportunity. In addition, these Securities are subject to restrictions on transferability and resale and may not be transferred or 
resold except as pennitted under the Securities Act of 1933, as amended, and the applicable State Securities Laws, pursuant to
registration or exemption there from and may not be sold or otherwise transferred except in accordance with the requirements and 
conditions set forth in this Private Place!llent Memorandum. 

5. This Private Placement Memorandum Is Intended solely for the use of the person to whom It bas been delivered for the 
purpose of evnluadng a possible contribution in the Securities described herein, and is not to be produced or distn"buted to any 
other persons (other than Professional Advisors of the Prospective Contributor receiving this document). · 

6. This Company wlll not be registered as a Contribution Company under the Contribution Company Act of 1 940, as 
amended. 

7. The Company will not be registered as a Commodity Pool under-the Conunodity Exchange Act; and the Adviser is not 
registered as a Commodity Trading Adviser under the Commodity Exchange Act 

The Interests offered have not been registered under the Florida Soourltles Act. Each Offered who is a Florida resident 
should be aware that section 5 17.0151 (i l)(a)(5) ofthe Florida Securities and Contributor Protection Act provide, in relevant 

1. 

· 

part as follows: 

"When sales are made to five or more persons In Florida, any sale In Florida made pursuant to section S1 7.06 1 (11) Is 
violable by the purchaser in suci1 sale either within three days after the first tender of consideration Is made by the 
purchaser to the Issuer, an agen t of the Issuer or an escrow agent or with in three days after the availability of thal privilege
Is communicated to such purchase1; whichever occurs later. " 

privilege to void sales pursuant to section 517.061 of the Florida Act Is hereby communicated 

to eac:b Florida Offered. Each person entitled to exercise the privilege to void sales granted by section 517.061 ( 1 1)(aXS)
2. 

person make this request orally, be: should ask for written confi.rmatiOJl that 

Please Initial t; 1J 
3
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Potential Contributo[(s): 

info@the OpportunityUc.cQ 

DescriptiJn 

[3'Individual 

OJinder 
$ 1 

Venture 
u:.�Real ther 

Please complete the following information so that wemay verify your Contributor Status. Please return the 
completed form to The Private Opportunity LLC via email at Private or fax to 303-459-2723. 

Thank yon! 

1) 

Oinstitutional Contributor 
Ocontribution Manager 

l) Contributor Information 

REDACTED 

Contributor 	 0Service Provider 
0Academic 
Oother 

a) Contnbutor class 	 b) Portfolio size 

li'rndividual $1  million 

0Family Office - 5 million

0Plan Sponsor 0$5 - 50 million 

[]Fund ofFunds 0$50 million - $1 00 million 

0Endowment / Foundation 0$100 million - $1 billion 

ONon·US Person DOver $1 billion 

0Individual Retirement Alxount or Keogh 


c) Percentage allocated to d) Which of the following contributions do 

alternative contnbutions you currently own? 


dt% - 10% 0Hedge Funds 

0 10% - 20% 0Managed Futures 

020% - 30% 

Estate

l:d1>rivate Equity 

030% - 40% Capital

040% - 50% 
 .S-r"oc la' / Bc...l  0Above 50% 

e) Years of contnbution experience 

0Less than 1 0Less than 5 05-10 0 1  0-15 re than 15 

3) I hereby certify that I am an accredited contributor in accordance with rule SOl( a) of Regulation D, in 
that••• (please select aU that apply) Definition of Contributions: 

t:3'fhe conlnoutor is a natural person whose individual net worth, or joint net worth with that person's spouse, at the 
time of contribution exceeds $1,000,000. 

0The contributor is a natural person who had an individual income in excess of $200,000 in each of the last two 
calendar years, or joint income with that person's spouse, in excess of $300,000 in each of those years, and has a 
reasonable expectation of reaching the same income level in this calendar year. 
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examining 

REDACTED 

0The contributor is an entity with total assets in excess of $5,000,000 which was not formed for the pmpose of 
investing in any of the Funds and which is one of the following: (a) a colJ)011ltion; (b) partnership; (c) a limited
liability company; or (d) a business trust; or a tax-exempt organization descnOed in Section 501(c) (3) of the Internal 
Revenue Code of 1986, as amended (the ..Code'}. 

0The contnbutor is a personal (non-business) trust with total assets in excess of$5,000,000 which was not formed 
for the purpose of investing in any of the Funds and whose decisions to invest in the Funds will be directed by a 
person who has such knowledge and experience in financial and business matters that hti!!he is capable of evaluating 
the merits and risks of an contnbution in the Funds. 

0The contnbutor is an employee benefit plan within the meaning of Title 1 of the Employee Retirement Income
Security Act of 1974 (including an Individual Retirement Plan and KEOGH) which satisfies at least one of the 
following conditions: 

• it has total assets in excess of $5,000,000; or 
• the contnbution decision is made by a plan fiduciary which is a bank, savings and loan association,
insurance company or registered contnbution adviser; or 
• it is a self-directed plan (i.e., a tax.qualified defined contnbution plan in which a participant may exercise 
control over the contnbutiou of assets credited to his or 
her account) imd the decision to invest is made by those participants investing, and each such participant 

qualifies as an accredited contnbutor. 

0The contributor is an employee be.nefit plan established and maintained by a state, its political subdivisions or any
agency or instrumentality ofa state or its political subdivisions, which has total assets in excess of $5,000,000. 

0The contnbutor is licensed, or subject to supervision, by U.S. Federal or state authorities as a ''bank," 
"savings and loan association, .. "insurance company," or "small business contnbution company" [as such terms are
used and defined in 17 CFR §230.501 (a)] or is an account for which a bank or savings and loan association is 
subscribing in a fiduciary capacity and over which such fiduciary exercises contnbution discretion. 

0The contnbutor is registered with the United States Securities and Exchange Commission as a broker or dealer or 
an contribution company, or has elected to be treated or qualifies as a "business development company'' (within the 
meaning ofSection 2(a) (48) ofthe Contn'bution Company Act of 1940 or Section 202(a) (22} ofthe Contnbution 
Advisers Act of 1940). 

4) (If appUcable) I am also a "quaUfied purcllaser" within the meaning of Section l(a) (51) of the 
Contribution Company Act of 1940, in that (select all that apply) : 

0The contributor is a natural person who 's "contn'butions," including "contnbutions" owned jointly or as 
community property with contributor's spouse, has a value, net of acquisition indebtedness, of at least $5 million. 

0The contributor is a trust not formed for the specific purpose of buying an interest in the Funds that was 
established and funded by persons who meet one of the definitions of "qualified purchaser'' in this Part and for 
which contribution decisions are made by persons who meet one of such definitions. This includes IR.AB, Keoghs, 
and similar retirement pla.nDing vehicles, owned and directed by qualified purohasers, as well as contnbutions by 
participant-directed employee benefit plans where the participant is a qualified purohaser. 
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REDACTED 

0The contributor is a familycompanynotformedfor thespectflcpurpose ofbuying an interest in the Funds whose"contributions" have a value, after subtractins the deductions described below. ofat least $5 million. 

0The contnoutor is a corporation or partnership (whether or net funned for the specific purpose of buying an 
interest in the Funds) all of whose securities and other ownership interests are beneficially o'Wlled by qualified 
puroh.asets. 

5) Bow did you find out about The Private Opportunity? 

M Y  )  v J:fAI V .r:;;:r'f'h1 .r::Jf} d). b VJ.SD/3. -ri//1. o u G. H 
6) What are the origins of the funds belng provided? 

1) Contaet Information (A.steri.sks indicate required fields) 

Ir'U1..Jn/11 c.A'BJ.z 

l..b 

Country (Where you cuxrently 
Phon 

1 represent and ts and accurate and 
Opportunity of any material changes in the infonnation submitted. 

READ AND APPROVED:  
DATE 
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Committee UnifOrm Security Identification 

. The CUSIP 

the National Numb ering Association (NNA) fo r North America, and 

American securities fo r the purposes of fa cilitating clearing and settlement of trades 

distribution system is owned by the American Bankers Association and is operated by Standard & Poor's. 

The CUSIP Services Bureau acts as 
the CUSIP serves as the National Securities Identification Number for products issued from both the 
United States and Canada. 

REDACTED 


PRIVA TE OPPORTUNITY OBJECTIVE 

The contribution obj ective of the Company is to achieve attractive consistent absolute returns by 
contributing in Agency Bonds that are Principle Protected. To this end, The Private Opportunity will 
build a value model that applies the purchase ofan. Agency Bond and, utilize the Pre-paid Principle of the 
Agency Bond in our Subsequent Trading Environment, in order to facilitate a value of return that is both 
Principle Protected and typically Produces Higher Yields than stand·alone Annuities. Agency bonds are 
issued in a variety of structures, coupon rates and maturities. 

This is our ability to Purchase, Trade, Create Spreads and Markets within the purchase or sale of these 
specific types of Bonds that are protected by the Full Faith Credit of The United States - Both in Coupon 
Payment and Re.Sale ability. Also utilizing the Pre. Paid Principle in overnight banking sweeps to earn an 
additional interest return of value. Others include US Treasury Notes/Bills, US Government Agency 
Bonds, Ginnie Mae, and Unit Contribution Trusts, just to identify a few . 

The Private Opportunity, and ''Manager", believes that the application of our Trading Environment 
utilizing opportunistic agency bond products and pricing primarily applied will produce attractive 
contribution returns, regardless of the direction of the overall performance of the markets. The Company 
will be actively managed with a focus on "high probability purchase situations" or best pricing spreads 
with good liquidity. These situations are believed to offer limited downside with timely upside potential. 
Limiting exposure to the markets when these situations are not present could result in extended periods 
when Company liquidity is high. 

Additionally, the Manager believes that the combination of a diversified Company consisting of a sound 
Business Project with the Company's prescribed contribution (the Company's own value) offers a further 
unique opportunity to its contributors in that it will serve to provide a positive hedge component to the 
Company. These Assets will be utilized to further provide protection of Contributor Contribution. 

In general the agency bond market is considered a liquid market, in which contributions can quickly and 
easily be bought and sold. However, as explained below, some agency bond issues have features that 
make the bond issues more "structured" and complex, which can reduce liquidity of thes e Products. The 
Private Opportunity only works with Triple A or AAA type ofbonds assuring liquidity. These bonds also 
have a specific identifier or a CUSIP number. 

The acronym  typically refers to both the on
frocedures. and the 9--character alphanumeric security identifiers that they distribute fo r all North 
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Proprietary Planning 

REDACTED 


Our Protection - For The Future 

Our Proprietary Value Model is a like-kind annuity but is not an annuity. Our model uses the same 
components that make up an annuity from an insurance company. We utilize the same Agency 
(Government) Bonds that annuities use to provide the security and consistent value the contributor. Our 
Model does not have the same costs and advertisement fees as a typical annuity. Thus we provide our 
model with a straight foxward return to the contributor. Our model mimics an annuity, thus, we will use 
the annuity example for our discussion purpose here within. 

An Annuity can be defined as money contract between a person and the insurance company. It provides a 
guaranteed regular income to the policyholder for life, or for a specified period. The annuity is typically 
bought with a single lump-sum contribution. The most important benefit is the stream of regular monthly 
or yearly income payable at a specified age until death. It is a suitable instrument for consumers wishing 
to hedge and address the risk of living beyond their means. In fact, some financial experts believe that 
everyone, especially retirees, who has just adequate savings, should buy an annuity or similar product.
This ensures that the savings can meet living expenses and last for a lifetime. 

The annuity premiums (the funds the insurance companies collect from clients) are invested in 
government bonds, highest-grade corporate bonds and "A" rated real estate to deliver income that is 
considered to be safe and relatively consistent These more conservative products keep the principal safe 
because it is not affected by stock market volatility. On maturity, our value model provides the concerned 
person with an assurance to reduce longevity risk. Our value model contributes in a product plan from an 
insurance company, banks, financial institutions, or firms. Therefore, our value model is assured certain 
results. Principal protection in our value model can be categorized in three simple ways: 

1 .  The value model applies a plan with a fixed rate same as an Annuity Fixed Guaranteed Rate. 
2. You cannot lose your principal when you deposit money in our proprietary model as long 
as you do not withdraw your capital early. 
3. Our proprietary model's asset allocation allows for a flexible premium (additional value that 
can be added at a later date) and is backed by the Full Faith and Credit of the United States 

Our purchase of agency bonds a!ld their protection provides our value model and its contributor's safety 
and security of principal with a fixed guarantee. In the world of fixed-income securities , agency 
bonds represent one of the safes products, and are often compared to Treasury bonds (f
bonds) for their low risk and high liquidity. 

An Exciting New Proprietary Value Model 

The Table below shows the income available for a contributor who places $1 00,000 in our proprietary 
model. Some Income annuities offer bonuses ranging from 0% to 10%. The calculation shown below 
reflects a 10% vested opening bonus (one of the highest currently being offered) along with a 7.0% return 
on the Accumulation Value before income is taken. 

Please note that bonus annuities may include changes to the elements used to determine interest credits
that are not included in similar annuities without a bonus. These changes may include lower current 
interest rates, higher surrender charges, longer surrender charge periods, lower participation rates or caps, 
higher spreads, or other changes. The amount of charges or reduction of interest credits may exceed the 
amount of the bonus. 
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Percenta§e 

REDACTED 

Just like bonuses, there is a range on the returns different annuities pay on their accumulation values. This 
7.0% is one of the highest returns cWTently available. In this example, the Income Account Value is 
growing at a compounding rate. The Income Account Value grows by $1 93,493.47 in 1 5  years when you 
include the immediate $1 0,000 bonus we provide to the contributor. 

The Withdrawal Percentage is used to calculate the income you can withdraw. Some annuities increase 
the Withdrawal Percentage every year and other annuities increase the Withdrawal Percentage only once
in 5 years or once in 10 years. An annual increase within the first five years pro\-ides a significant income 
advantage to the contributor of our proprietary model as shown below. 

Taking a closer look at the Table below, you can see that the longer a contributor waits before utilizing 
the Withdrawal Percentage, the account grows significantly. If a contributor decides to receive the 
Withdrawal Percentage after yec.r five the value is $ 1  0,799.65. However, if the contributor waits to 
receive income until year fifteen, that same Withdrawal value is $21 ,244.54 - a fifty one percent increase. 

Some other annuities will make this contributor wait until age 75 or even 80 before increasing the payout 
percentage. This annual increase in the Withdrawal Percentage is important because not everyone can 
wait an extra couple of years for increased income. If you want to receive increases in your in come at 
any age, you may want to seriously consider our proprietary value model such as the one below. 

End of Year Income Account Value 
$100,000 Plus 10% Vested Bonus 

Value @> 7% 
0.07 

Issue 
1 

$ 110,000.00 
$ 117,700.00 

$ 7,700.00
$ 8,239.00 

2 
3 
4 

$ 125,939.00 
$ 134,754.73 
$ 144,187.56 

$ 8,815.73
$ 9,432.83
$ 10,093.13 

5 
6 
7 
8 

$ 154,280.69
$ 165,080.34
$ 176,635.96
$ 189,000.48 

$ 10,799.65
$ 11.,555.62 
$ 12,364.52 
$ 13,230.03 

9 $ 202,230.51 $ 14,156.14 
10 $ 216,386.65 $ 15, 147.07 

Withdrawal Year Five 
End of Year Income Account Value Value @ 7% Start Olsbibutlon 

$100,000 Plus 10% Vested Bonus 0.07 
Issue $ 110,000.00 $ 7,700.00 0 0 

1 $ 117,700.00 $ 8,239.00 0 0 
2 $ 125,939.00 $ 8,815.73 0 0 
3 $ 134,754.73 $ 9,432.83 0 0 
4 $ 144, 187.56 $ 10,093.13 0 0 
5 $ 154,280.59 $ 10,799.65 7.00% $ 10,799.65 
6 $ 154,280.69 $ 10,799 .65 7.00% $ 10,799.65 
7 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 
8 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 
9 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 

10 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 

Example shows the distribution starting at the end of year five and taking the withdrawal 
percentage over the remaining time frame. 
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why unnecessw;v of your percentage? 

Proprietary 

REDACTED 


Disclaiming Notes: 
1 .  Calculations assume an agency bond interest rate of 6.0% pJus a 1% on the Accumulation Period 
Addition which is the pre--paid principal applied inthe overnight bank lending rate sweep s. Withdrawal 
Payment Base begins after the first five years. 

2. Any additional withdrawals taken may reduce the Annual Withdrawal Payment. 

3. We calculate no changes to the model and are before fees. 

4. This is not a contract and only shows withdrawal benefits. 

5. Tax implications are not reflected in the illustration. Please consult a professional tax advisor for 
infonnation on taxes. 

So wait an amount time to increase withdrawal 

Consider an example where the product features for two annuities are exactly the same with the exception 
of how often withdrawal percentages increase. One annuity increases the withdrawal percentage annually 
and the other annuity increases the withdrawal percentage once every 10 years. 
While the payout amounts are the same for certain ages such as 60 and 70, the income amounts are higher 
for the other years on the annuity that increases withdrawal percentages annually. Therefore, as a smart 
consumer, you want to select the annuity that increases withdrawal percentages annually-if the annuity 
has the other features and benefit'i you want. 

For a contnbutor who wants to take income at a ''step-up age," there is no difference. For example, if two 
contributors each wanted to start their income at age 70, it would not matter if they purchased Annuity A, 
Annuity B or Annuity C. In each ofthese three cases, the payout starting at age 70 would be 6% per year. 
However, there might be other differences between these three annuities that would lead you to select one 
annuity instead of the other two annuities. 

Ifthe contnoutors wanted to tum on their income at different ages, there could be a big difference 
between the three annuities shown below. Annuity C shown below increases the payout amount annually. 
All else being equal, if a contn"butor wanted to tum on his orher income at a younger age, he or she 
would benefit by selecting Annuity C, if you did not own Annuity C, you could miss out on thousands of 
dollars of income. 

Below is an example ofthe different payout amounts you might see for different annuities: 
0 Annuity A -Payout % = 5% at 60, 6% at 70, 7% at 80 and above 

0 Annuity B - Payout % =  5% at 60, 5.5% at 65, 6% at 70, 6.5% at 75, 7% at 80, 7.5% at 85 and above 

0 Annuity C - Payout % =  5% at 60, 5.1% at 61,  5.2% at 62 . . .up to 8% at 90 

Our proprietary model payout bf!.gins after year five and provides you with 7% regardless of agel 

Our Model Has No Hidden Fees 

Various fees and mutual fund fees consumed almost 7.80% of a contnoutor•s lifetime contributions 
during the first decade of their retirement. The fees are used for but may not be limited to compensation 
for representatives and advertisement. Many financial people like to say that historically, "on average," 
the stock market rises about lOofo to 12% per year 1, ifyou include dividends. However, as you now 
know, these historical averages can be deceiving. 
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A Quick Re-Cap 

htm:llobaery!rtlonsandnotes·bJ02!!W!t.£oml2009103{!lverqge-annnal-stMls-market-return.html 
htfRi//www.ltpiiD.tom/realdow.Jttm 

REDACTED0 

The Dow Jones Industrial Average actually has an average a:nnual price appreciation return of 
ONLY 4.80% during the llO+ years of its existence1• 
During some years, the returns will be higher and during other years, the returns will be much lower. As 
you have learned, you may experience periods of 15 years or longer in which you make NO money at all 
in the stock market. Thus, you cannot anticipate or expect to receive any consistent return on a regular 
basis due to the fact that the stock market experiences large fluctuations in value from year to year. 

In fact, huge plunges in stock market value seem to be occuniog with increasing frequency, as we saw 
during 2000-2002, again iii 2008 and in the May, 2010 "flash crash" that wiped out nearly $1 trillion in 
market value in less than one day3• Stock markets around the world are becoming more volatile and more
intertwined. A debt crisis in the relatively small country of Greece, which does relatively little trade with 
the United States, helped precipitate the nearly $1 trillion flash crash of May, 2010. 

Over the past ten years, the Dow Jones Industrial Average bas averaged a slightly negative return of-
0.69% on its compound annual growth rate4• Our proprietary model bas no hidden fees. 

We are a private company and carry no additional fees for representatives, or advertisement. In fact, if 
you have reached us or are reading this information without being introduced to us through an existing 
relationship - Please stop immediately and contact us ASAP. 

From day one, you can see our "like kind annuity" credits your Account Value at a higher rate than does 
other annuities and that it also gives you a higher Withdrawal Percentage than does the other annuity 
products. Our proprietary value model will provide more than other annuity products virtually every 
single yetll' on these two crucial factors: the Income Account Value increase and the Withdrawal 
Percentage that is guaranteed to you . In addition, our proprietary value model offers you a 10% bonus 
whereas the other annuity offers no bonus. 

There are no hidden fees like 12Bl 's, or high pay to representatives, or expensive advertisements. 

Most people have to work many, many years to be able to save a certain value they need for retirement


after paying income taxes and after paying their living expenses. 


Getting the most out of your money is always an important goal to keep in mind. As you have seen from 
our case study, our proprietary value model shown above can potentially help you reach your income and 
retirement goals while consuming much less money than other like kind annuities. 

By contributing in our proprietruy value model, you have the opportunity to receive one of the highest 
value streams currently available from any ''like kind annuity" product. This is true regardless of the 
amount of value you place in our proprietary value model beyond the minimum. Our Model offers you 
the possibility of significantly increasing your value stream for each dollar deposited. 

1,2,4 

&3 Bloomberg Institutional Trade Platform News 
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. Offeri11g Year 2012: Quwr 2 

Summit Qffering llr010jl w; (THE HfR!YATE COMPANY") 

ADVISE:MENI 

Pros.T)e,ctive Contributors ("Corrtrfbutors") mould Ctlf'1dully read. 

CQNIRIDliTQR'S 

CONTRIJ3!ITIQNS IN COMPANY 

REDEMPTION OF CONTRIJllJIIONS 

,, 

REDACTED 
GOVERNMENT 

EXHIBIT 

Summit Offering - 12P010t, LLC 
April 2, 201 2  Thru June 3 0, 201 2  

Please contact your consultant in which you have a pre-existing re1ationshjp . . . .  Thank you 

THE PRIVATE OPPORTUNITY 
- is a Colorado Limited Liability

Corporation whose objective is contributing within Principal Insured Pr oducts, or Agency Bonds.
Utilizing these Agency Bonds allows us to achieve attractive absolute returns rather than relative returns 

22 
D-03 321  

(versus a benchmark index). To maximize the return on contribution and best protect principal, the 
Company will build its own Proplietary Working Model consisting of such Agency Bonds that are 
Principle Protected . 

Agency Bonds immed by FederaJ Government agencies-Bonds issued or guaranteed by Federal 
Government agencies such as the Small Business Admin istration, the Federal Housing Administration 
and the Government National Mortgage Association (Ginnie Mae) are backed by the "fu1I faith and credit 
of the U.S. government" , just like U.S. Treasury bonds.*Full faith and credit meru1s that the U.S.
government is committed to pay interest and principal back to the contributor at maturity. Agency bonds 
are usually exempt from state and local taxes, but not federal tax. 

el ements of the 

each prospective 

hereto as the 

qualified, non-qualified & 

form of "Book Capital Accounts". Contributors may arrange for an initial purchase of Contributions by

submitting a completed Subscripti<m Agreement and a payment to the Company in accordance with the 

instructions set forth in the Subscription Agreement and this Memorandum. 

The Company's contribution program(s) may involve risks and some 
program may be considered speculative in lieu of the fact, such Principal Insured Products, or Agency 
Bonds, are backed by the Full Fai1h & Credit of the United States Government. The contents of this 
Memorandum should not be considered to be legal, tax, or fmancial advice and
Contributor should consult with his orher own counsel and advisers as to all matters concerning investing
in the Company. 

"Contributiom" in the Company are available for purchase by, Qualified Value, 
Non-Qualified Value, and may also be an "Accredited Person(s)" per the Securities and Exchange 
Commission (SEC). Accredited Person(s) are defined in Ru le 50 1 (a) under Regulation D of the SEC. 
Further definition of Accredited Person(s) can also be found in section 2(a)( l 5) of the Securities Act of
193 3 .  All contributors must have execmed a Contribution Agreement (attached 
"Contribution Agreement") and have been notified of admittance by The ''Private Company" . 

Contributions may be considered in 

cash and directed to the Company as of, or up to, the last business day of any month and are held in the 

Members may redeem the contribution with the permission of 

Tb.e "Private Company", or any portion of such Contributor's Contribution as of the last business day of

any quarter by: If Approved: Please  note lock up period of five years is to be determined first - THEN 

• 

• 
Delivering written noti ce to The ''Private Company" at least 1 2  0 days prior to such date. 
Stating in writing which Contributor's Interest is requested to be redeemed. 

• 	 Acceptance by the ''Private Company" is deemed fair and reasonable and a replacement is 

available. 


• 	 A Redemption charge in year one is 5% and then J %  lower each year thereafter 
• 	 Surrender of Vested Bonus ifwithin ten years 

This Oocumont Is lntllndod aoltlly tor the u.a of th• porson to wh Pill It haa bflilfl delh/IJl'lld fOI' the purpo•e of dhx:uaalng a posalbla
contribution In tho Agency Bonds dMCfil:led MJ'eln, and Ia no1 to be produ<*l or diatrlb\Jt&d to any other pet'$0111 PERIOD. OISCL.AW!R: Thla 
Off�tring 14 NOT a Unlt&d StatN rlt!N CHilli' 04' Srok..., or US Advlaor. This dOC\lllient Is vt�r to be conaloer!ld a aolldl:atlOtl 1\>r any pUf'IX>U
In any form Dr content Upon recalpt of thlll dOCUillWt you, as Recipien  hereby acknowledge tl1ln warning and di daimer. lr acknow!lldgrnent Is no! 
accepted pl  return document copy to SeOOef -
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.TRANSFER OF INTERESTS 

COMPANY MANAGEMENt 

BENEFICIARIES 

The Company may, in its sole di on, approve purchases and redemption's on other dates and/or 
waives such notice period . 

Contributors may not transfer their Interests to third parties without the 
prior written consent of The "Private Company". Subject to certain exceptions, the Company is seeking to
raise a maximum of $500 million USD in total contribution capital from The "Private Company' and 
Contributors in the Company; The "Private Company" may choose not to accept any contribution for any 
or no reason . 

The Company is not required to register, and has not registered, as an 
investment company under the Investment Company Act of 1940 (as amended the "1940 Act The 
"Private Company" is responsible for the management of the Company. The "Private Company» will 
receive a Fee up to 2.5% (two and a half percent) NAV (Net Asset Value) during the first year and 1 %  
per year after an d  distributed at the beginning of the first calendar quarter. 

Following any unfortunate death of the account contributor, disbursements must 
continue at the same time frame and rate as they were before the account contributor's death. 
Beneficiaries must receive the same disbursements for up to the time frame remaining in the schedule of 
the Bond Holding. If no distributions were made before the death of the acc;ount holder, distributions 
must be made to the beneficiaries over the Bond Holding Time Frame. On qualified funds the 
distributions must begin after theyear the policyholder would have turned seventy and a half (7 0Vz). 

Beneficiaries are Primary and/or Contingent Beneficiaries of my contribution. In the event of this 

unfortunate situation as to the death of the contributor, the balance in the account shall be paid to the 

primary beneficiaries who survive the contributor in equal shares (or as in the specified shares indicated). 


, If none of the primary beneficiaries survive me, the balance in the account shall be paid to the Contingent 

beneficiaries who survive me in equal shares (or in the specified shares indicated). A beneficiary must be 

identified and proper information gathered within the provided beneficiary information fields. 

2Thllt 0ocurnent llt ll'ltM\ded a$ly for tha un of tho !*SOn to wnom It hu bNn d.UV.ntd for tn. pU'rPOH of o  a J)OM!blt
eon1ribUtlcn In the Agancy Bonds dllSCI'fl:Mid honlln. an<f II not to b8 produald 01' dlSttfliutld to atr1 oilier persona PERIOD.  Thta 
Ofl'9rlntJ 111 NOT a United $tlstM s.euntloa DHitr or 8foktr or us Advltor. Thla dOCUment Ia rrovtlfto b8 ctlllaldonld • i'Cli!dtl>\lon b' lriY pul'pOt4l 
fn any form or corrtcnt. Upon rocetpt or till$ doc:Urnent you. u Recipient. hensby  lhla warning and dlsdlilmef. If 8d'J'IO'Wledgment Ia not 
ace&pllld plea8o /blllm document copy II;) Sender . Rev 12P01Cl 
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DISCLQS!JRES 

FlfBTHER DISQ.OSJ.lRES FOR FLORIDA CONIJUBliTQBS ONLY 

&1alled!atelll. 

SEC-MEISSNER-P-0000261 

1. The S«urities offered have not been ud will not be registered under the Securitit:S Ac:t of 1933 or the Securities laws of 
any of the states of the United States. The Offering contemplated by thls Private Opportunity wi11 be made in niliancc upon an 
exemption from rcgisn'atian pursuant to Sc:ctioo 3(2), 4(2) and 4(6) of the Securities Act of 1933. as amended, and Regulation D 
Rule 505 or 506 promulgated hereunder, for offers and sales of Securities which do not; involve any public Offering and 
securities which  issued or guanmtecd by the United States and analogous exemptions under st�m: Securities liiWS. 

2. Thb Private Memorandum sball not constitute an ofl'er to sell or a solicitation of an offer to buy, nor will there be any
sale of Securities of the Contributor-ship in any jurisdiction in which 3UCh offer, solici1ntion or sale is not authorized or to any 
person to whom it is unlawful to make such offer, solicitation or sale. No person bas been authorized to make any 
representations concerning the Company, which arc inconsistent with those contained in this Private Placem ent Memonmdum. 
Prospective Contributors should not rely on any Information not contained in this Private Placement Memorandum or the 
exhibits hereto. 

3. In making a contribution dec:blon, Colrtrlbatons murt rely on their olVJJ examinatioJI of the bauer aud the terms of the 
Offering includlna the merits and rbkJ tuvolvcd. These Securities have not been recommended by any federal or sta1e 
Securities commissions or regulatory authority. Furthemtore, the foregoing authorities have not confirmed the a.ccuraey or 
determined the adequacy of this document . Any representation to the contrary is a criminal offense. Prospective Contributors 
should not construe the contents of this Private Placement Memorandum as legal., tax or fimmcial advice. Each prospective 
Contributor should consult their own professional advisors as to legal, tax, :t:inancial or othtr matter:s relevant to the suitability of 
an contribution in the Company for such Contributor. 

4. The Securities oft'ered may not be transferred without the prior written c:onsmt of tbe Company . In addition, these 
Securities are subject to restrictions on transferability and resale and may not be transferred or resold except as pcnnitted under 
the Securities Act of 1933, as wm:oded, and the applicable State Securities Laws, pursuant to registration or e-xemption there 
from and may not be sold or otherwise transferred except in accordance with the requirements and conditions set forth in this 
Private Placement Memorandum. 

5. Tbia Private Placement Memorandum ia Intended solely ror the \lSCI or tbe penon to whom it hu bun delivered (or the 
purpose of evaluating a possible contribution in the Securities descn'bed herein, and is not to be produced or distributed to any 
other persons (other than Professional Act visors of the Prospective Contributor receiving this document). 

6. Tb\s Company wlll not be reglstere<'l u a lnvmment Company under the Investment Company Act of 1940, as amended. 

7. The Company will not be regiatered aa a Commodity Pool under the Commodity Exchange Act; and the Adviser is not 
registered as a Commodity Trading Adviser under the Commodity Exchange Act. 

1 .  The Interests ofl'ered have not beeu reiUtered under the Florida Securities Act. Eacll Offi:red who i s  a Florida resident 
should be aware t1mt section 517.061 (l l){a)(S) of1he Florida Securities and Contributnr on Act provide, in relevant 
part as follows: 

"When salu are made to ftve or more pnt�ons in FlOl'ldo. !l1!Y sale in Florida tntU1# pur&UtUII to section 517.06 1 (1 J) ts 
violable by the purchaser In .ruc:h sale either within three days after the first tentkr of consideration Is mai/4 by the 
purchaser to the Jssuer, 011 agent of the luwzr or 011 escrow agent or wUhin three t/ay3 qfler the availability ofthat privilege 
Is communicated to such purcha:rer, whichever occurs later." 

2. 	 Tbe availability of tbe prtvUeae to void sales pursuant to section 517.061 of the Florida Act is hereby commtmlcatcd 
to each Florida Offered. Each person entitled to exercise the privilege to void sales granted by section 517.061(l l }(a){S) 
and who wishes to exercise sui:h right must, within three: days after the tender of the first insi:Bllment of his capital 
contribution to the Company or 1.0 any agent of the Company, cause a written notice or telegram to be sent to the Company
at the address provided in this subscription agreemcnt. Such l etter or telegram mDSl be scn1 and, ifpostmarked. posnnarked 
on or prior to the end of the aforementioned third day. lf a person is sending a l . it is prudent to send such letter by 
certified mail, return receipt requested. to assure that it is received and also to evidence the time it was mailed. Should a 
person make thls request orally, be should ask for wriUen confinnation that his request bas beeo received. 

Please Initi  
3 

Thill OocuiM!lt Ill tnblfldtd aoWy for the use of tt1a p!lmlll to whom It hu beeJ:J de!!Wnld for 121• JIIH'PO" of d!Kuulng a liM 
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Potential CQntn"butor{s): 

Deseriptioj 

d.ividual 

______ _ 

n er [j"}: 

Equity 
Capital _gl Estate 

er 

Contributor 
Cbther (ex. 501 3C, Church, etc.) 

5 millian 
0Ian Sponsor 

YT-.t:. I:S' ... tlo JI£ .. 

DI SION EXH. 7 

Please complete the foUowing btformatlon so that we may verifY your Corrtributor Status. Please return the 
eompleted form to your consultant. 
Tbank you! 

1) 

[];ervice Provider
Dnstitutional Contributor cadcmic
O;ontribution Manager 

l)Contributor Information 
a) Contributor class b)Portfolio size 

vidual $1 millian 
Uamily Office 
0und of Funds 

(];s • SO million 
Oso million - $100million 
Ci100million • Sl billion 
D:Ner $1 billion

CEndowment I Foundation 
Ollon-US Person
Onwvidual Retirement Acc.ount or Keogh 

c) Percentage allocated to d) Which ofthe foJlowing contributions do
alternative contributions you cwrently own'! 

- 10% CHedge FundsD.o%- 20% 
O>rivate

ed Futures 
Oo% - 300/b 
Oo% - 40%  

c:.h.A .. 

Ow% - 50% C1,bove 5()01(, A �J UJ71.¥:S 

/"IV.JfJC'6'b

e) Years of contribution experience
D..ess than 1 D..ess than 5 05-to Oto-15 me than lS 

3) I hereby certify that I am an aeeredlted contributor in a«<rdance with rule SOl(a) ofRegulation D, m 
that. .. (please select aD tbat apply) Definition of Contributions: 

contributor is a natural pel'S011 whose individual net worth orjoint net worth with that person's spouse, at the 
time ofthis contribution exceeds $1 ,000,000. 
Ollie contributor is a natural  who had an individual income in excess of $200,000 in each of the last two
calendar years, or joint income with that person's spouse, in excess of $300,000 in each of those years, and bas a
reasonable expectation ofreaching the same income level in this calendar year. 

Tht. Dooul119nt bl tnt.ndlld  fol' the 11M of til. peraon to whom It bu befm dtlllveted rvr the put'JIOH of g a poasltlfct
4 

conb1butlon fn the Agency Bends doscrlbod fnmllrt, IBid Ia not to be jii\XIIIood or  to any oChor pt111011a PERIOD. DISct..ABeft: ThtiJ 
Offering Ia NOT 11 United Statn S9curftiM Dealet' orBrokMor US Ad'Mor. Till$ OocOment lll lllMir to bo CONIOered • IIOilcftatlorl for any purpoao 
In MY form or COI1!IInt Upon  at lhll document you, 111 Reclplan  hereby ecknowllldge ttlle wamlng and dllldalmar. If ackno'M&c!Q!Mnt Ia not pcceptcd pleaNi n!lum  dOQlll'IOfl1 to  Sender . Rev 121'0101 
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Orhe contributor is an entity with total assets in excess of $5,000,000 which was not formed for tbe pwpose of 
investing in any of the Funds and which is one of the following: (a) a corporation; (b) partnership; (c) a limited 
liability company; or (d) a business trust; or a tax-exempt organization descn'bed in Section 50l(c) (3) of the Internal 
Revenue Code of 1986, as amended (the "Code"). 

Ollie contributor is a personal (non-business) trust with total assets in excess of $5,000,000 which was not fonned 
for the purpose of investing in any of the Funds and whose decisions to invest in the Funds will be directed by a 
person who has such knowledge and experience in financial and business matters that he/she is capable ofevaluating 
the merits and risks of an contribution in the Funds. 

Orne contnbutor is an employee benefit plan within the meaning of Title 1 of the Employee Retirement Income
Secu.rity Act of 1974 (including an Individual Retirement Plan and KEOGH) which satisfies at least one of the 
following conditions: 

• i1 has total assets in excess of $S ,000,000; or 
• the contribution atcision is made by a plan fiduciary which is a bank. savings and loan association,
insurance company or registered contribution adviser; or 
• it is a self-directed plan (i.e., a tax-qualified defined contribution plan in which a participant may exercise 

rontrol over the contribution of assets credited to his or 
her w;ount) and the decision to invest is made by those participants investing. and each such participant 

qualifies as an accredited contributor. 

Olhe contributor is an employee benefit plan established and maintained by a state, its political subdivisions or any 
agency or instrumentality of a state or its political subdivisions, which has total assets in excess of $5,000,000. 

Orbe contributor is licensed, or subj ect to supervision, by U.S. Federal or state examining authorities as a "bank," 
"savings and loan association," "insurance company," or "small business contribution company" [as such terms are 
used and defined in 17 CFR §230.501 (a)] or is an account for which a bank or savings and loan association is
subscribing in a fiduciluy capacity and over which such fiduciary exercises contTibution discretion. 

Drbe contributor is registered with the United States Securities and Exchange Commission as a broker or dealer or 
an contribution company, or has elt.:ctcd to be treated or qualifies as a "business development company'' (within the 
meaning of Section 2(a) ( 48) of tht: Contribution Company Act of 1940 or Section 202(a) (22) of the Contribution
Advisers Act of 1940). 

4) (If appHcable) I am also a "qua lifted purchaser" within the meaning of Section Z(a) {51) of the Investment 
Company Act of 1940, In that (select aU that apply): 

Orhe rontributor is a natUnll person who's "contributions," including "contributions" owned jointly or as 
community property with contributors spouse, has a value, net of acquisition indebtedness, ofat least $5 million. 

Drbe contnbutor is a trust not formed for the sp ecific purpose of buying an interest in the Offering that was 
established and funded by persons who meet one of the definitions of "qualified purchaser" in this Part and for 
which contnbution decisions are made by persons who meet one of such definitions. This includes IRAs, Keoghs, 
and similar retirement planning vehicles, owned and directed by qualified purchasers, as well as contnbutions by 
participant-directed employee benefit plans where the participant is a qualified purchaser. 

5TIUa Daeumtlnt t. lm.nd.ci IIOhJy for tfle UM of ttu1 n to wt\om It has beoo donv.r.d for tfla fiU'1lOII't of dl>M:uaalng a poalb&a
contrilluUon In the AQency Bonds deocrtlled hef1)!n, aod Is not 1o be p(Oduoed 01' Qlsflibutcd to eny ollf« poniOttll PeRIOD. DISCL.AINER: Till& 
01fetfng 18 NOT a llnltid Sta1111 8Qwritlta O.ler m- Bl'Obr or US Advfaor. Thll document Is nowrto bel contldtln:ld a aolldblt!on for 11ny purpooo 
In any form or content. Upon recelpl ct 1hil doc:llmen!. you, 811 Redplent. hemby  thls warning and dllclalmer. If ad<na'Medgment IG not 
ag;ep!ed please return doaunent  1o Send« mnedlatllly. Rev 12P0101 
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en. ,;..w ..:n'ZJ.t2.§ ktL 'M 71:/¥ s.,.,. Al«lll'lttZ•�  I ., .. r/ .Jr:�Tn-ur: STS Inc provided? 
G vAJ.I..t'J  /="tA�-A S, _ _ /IIJ..A 

SSN• . 

R . .f!J.II1 ir b Trtle-r-m 
AI.A . CiAt.."Y   

f= Ll.  JEFall.AC'E 
-------------- --

      
fi ......... S.:..A...:...-___ -:--____ _ 

ezc . 2G5  
(Asterisks required 

6'l...'t L .  WtH��me• 
SSN•  Cf <' 4 Cotm!G: (S'llu;re they ijyc)• 

T ZJ2..e4t:e 

"/"X.,. I  

---=:..=..:..;iJ.:;..._.:a.., -------
  SD;4:,g; 7G'.0:..6C'Z6Email: G'{!rt"" 

certify 
Opportunity 

w   t,/:z.h /;  
DATE 

d!llt;U$011\Q  
 tliSCLAIMI:R: 

&ecut1tl.ta 

Drbe conttibutor is a finnify company not funnedfor the specificpurpose €1/bllying an irllereat in the Offertngwhose "contributions" have a value, after subtracting the deductions described below, ofat least $5 million.
Orne contributor is a corporation or partnership (whether or not fotm ed for the specific plllpOSe of buying anin the Ofi"erlng) all of whose securities and other o'Wn<!!'$hip in  �W bene.ticlaJJy owned by qualifiedpUt'cllasets. 
5) How did you find out about Tbe Private Opportunity? 

..
/Pt'I W42.F'-A l¥r A .s�tt::-.,,o '- FvJJJ/f7c;W.6) What are the originsofthe funds 

7) Contac:t Information (A.sterisks indicate required fields) 

H,4 L.L. 

Occupation "7A:  esJ Jit1'l. e NrTl 

Organization• Website nt.A il."'/ .e <!?A oL. (O
 

City*
Country (Where you currently live)•
Phone• m..AA Y  fl A & · ee /h 

8) Bendldary Contact Information indicate fiel{}s.)
First Name• G A WlfJ Z...l-

J./ z. Pt�J.z.s 

City* e I Province* Postal Code• "7 /JCIJ 5"' 

Country {Wbere you cmrently Uve)• 
7sG'· a,-c.. hlA¢ ...,  CLIUJl..CtJ�t� 

1 t"epW>ent and tbat the foregoing information is true and accurate and that I will promptly notify The Private 
ofany material changes in the information submitted. 

READ AND APPROVED: 

6 
 Document It  ao&oty tw 1M 11" of 1t1o pcraol'l to wbom It tiM liMn  tw th  put1loOU of a 

1n ttl& Ao  Bond$  lWeftr. liM ls i!Ot  to bo or  10 IVlY olhet peraona P£RIOO. nue
Offarblg !ll HOT • Untted stltM DuW or  orUSMvtaor. Till& �� Is n&'N to be QOI'Itld a liOiltit.aUon any lllliJ)CGe
In 'm'l fMn or contont IJpoft I"'CCOI'lt at thlll you, a R0t!plenf. hmob}'  thla waml  and lil\ld:l!:lmer. !f tl.s not 

 roll.tm !XIf1:fio&lndor�. Ro<� 12P0101 
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Committee on Untform Security Identification_ 

S.Wrltl .. 

lniTI'ledlatlltV. 

Proceri:flres and the 9-character alphanumeric security identifiers 1hat they distribute fo r all North 

American securities for the purposes of fa cilitating clearing and settlement of trades. The CUSIP 

distribution system is owned by the American Bankers Association and is operated by Standard & Poor's. 

the CUSIP serves as the National Securities Identification Number fo r products issued from both the 

"" of the poqon to wnom It hQ bien de!Mtntd for ttto pUJPOM of ds.GVAmlJ 0 poftlble 
 In lho Agency Bond& deiaibod n. lllld La not 10 bo proc:!uc:od or  10 any olhllr peraona PERIOD. Dta Cl..AIMER: This 

cm.rtnlJ lt NOT a UnltaO 8tatH or US  . Thla dOOJmont Ill nover 10 bo CONiderod a oolld lll llon for any pu!'pOM 

tn any fo1m or contanl Upon rocelpt ot \!l!ll doalment you. Roelplent, h areby lldcno'Mtd;. ttn wam!ng and d:tadl!m.r. If aciO\OYii edgmenl lll not 
accepU!d plea8e re!Um c1ociiTTient 
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PRIVATE OPPORTUNITY OBJECTIVE 

The contribution objective of the Com pany is to achieve attractive consistent absolute returns by 
contributing in Agency Bonds that are Principle Protected. To this end, The "Private Company" will 
build a working model that applies the purchase of an Agen cy Bond and, utilize the Pre-paid Principle of 
the Agency Bond in a Subsequent Trade Environment, in order to fac ilitat e a value ofreturn that is both 
Principle Protected and typically produces Higher Yields than stand-alone Annuity or Fixed Typ e 
Products;Agen cy bonds are issued in a variety of stru ctur es, coupon rates and maturities. 

This is our ability to Purchase these specific types of Bonds that are protected by the Full Faith Credit of 
The United States - i.e.; The Government National Mortgage Association, a wholly-owned corporate 
instrumentality of the United States ofAmerica within HUD, guarantees the timely payment of principle 
and interest on the Bond (taken directly from GM SMBS Trust 01). Also utilizing the Pre-Paid Principle 
in overnight banking sweeps to earn additional interest ensuring the 6% coupon. This can also lend itself 
to the federal funds rate, or fed funds rate, is the target interest rate for overnight lending and borrowing 
transa ctions between banks. Other types of Bonds include US Treasury Notes/Bills, US Government 
Agency Bonds, Ginnie Mae, and Unit Contn"bution Trusts, just to identify a few. 

The "Private Company", and "Manager", believes that the application of our Trading Environment 
utilizing opportunistic agency bond products and pricing primarily applied will produce attractive 
contribution returns, regardless of the direction of the overall performance ofthe m.arlcets. The Company 
will be actively mana ged with a focus on "high probability purchase situations" or best pricing spreads 
with good liquidity. These situations are believed to offer limited downside with timely upside potential. 
Limiting exposure to the markets when these situations are not present could result in extended periods 
when Company liquidity is high. 

Additionally, the Manager believes that the combination of a diversified Company consisting of a sound 
Business Project with the Company's prescribed contribution (the Company's own value) offers a further 
unique opportunity to its contributors in that it will serve to provide a positive hedge component to the 
Company. These Assets will be utilized to further provide protection of Contributor Contribution. 

1n general, the agency bond market is considered a liquid market, in which contn'butions can quickly and 

easily be bought and sold. However, as explained below, some agency bond issues have features that 
make the bon d issues more "structured" and complex, which can reduce liquidity of these Products. The 
Private Opportunity only works with Triple A or AAA type of bonds assuring liquidity. These bonds als.o 

have a specific identifier or a CllSIP number. 

The acronym QlS.If. typically refers to both the 

The CUSIP Services Bureau acts as the National Numbering Association (NNA) for North America, and 

United States and Canada. 

7 
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Our Proprietary Pro tcction - PJaunin F I' or The F»turc 

An F.xcltin& New Proprietary WorkinK model 

poNibl.a 
DmCI..AlMER: Thill 

interest rates, higher surrender charges, longer surrender charge periods, lower participation rates or caps, 
higher spreads, or other chang es. The amount of charges or reduction of interest credits may exceed the 

Th ill Docu tnellt Ia ln'lltn dld tiOiely tor WI u.o o1 the person to whom It hN been delhtenMI for th& 
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111 any ftlnn or conten t Upon 81 Rlldplent. htln!by  IIIla warnin g and diSclalmef . If a cknov.fc(!gment lti no1 
occo pled please 19.1m copy to Sender knmlldfatdy. Rov 12?0101 
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Our Proprietary Working Model is a like-kind annuity but IS NOT an annuity. Our model uses one 
the same components that make up an annuity from an insurance company. We utilize the same Agency 

ent) Bonds that annuities use to provide the security and consistent value to the contributor. 

of 

(Governm 
Our Model does not have the same costs and advertisement fees as a 1Wical annuity. Thus we provide 
our model with a straight forward return to the contributor. Our model parallels an annuity - without 
being an annuity - thus, we will usc the annuity example for our discussion purpose here within. 

An Annuity can be defined as a money contract between a person and an insurance company. It provides 
a guaranteed regular income to the policyholder for life, or for a specified period. The annuity is typically 
bought with a single Jump--sum conmbution. The most important benefit is the stream ofregular monthly 
or yearly income payable at a specified age until death or maturity. It is a suitable instrument for 
consumers wishing to hedge and address the risk of living beyond their means. In fact, some financial 
experts believe that everyone, espe"ially retirees, who has just adequate savings, should buy an annuity or 
similar product. This eUSUI'e s that the savings can meet living expenses and last for a lifetime. 

The annuity premiums (the funds the insurance co mpanies collect :from clients) are invested in 
government bonds, highest-grade corporate bonds and "A" rated real estate to deliver income that is 
considered to be safe and relatively consistent. These more conservative products keep the principal safe 
because it is not affected by stock market volatility . On maturity, our working model provides the 
concerned person with an assurance to reduce longev ity risk. Our working model contributes in a product 
plan from an insurance company, banks, financial institutions, or firms. Therefore, our working model is
assured certain resul1s. Principal protection in our working model can be ca tegorized in three simple 
ways: 

1 .  The working model applies a plan with a fixed rate same as an Annuity Fixed Guaranteed Rate. 
2. Your principal and interest is protected by the Full Faith and Credit ofthe United States. The 
interest is consistent as long as you do not withdraw your ca pital early. 
3. Our proprietary model's asset allocation allows for a flexible considerations (additional value 
that can be added at a later date) and is backed by the Full Faith and Credit of the United States. 

Our purchase of agency bonds and their protection provides our working model and its contributor's 
safety and security of principal with a fixed coupon. In the world of fixed-income securities, agency 
bonds represent one of the safest products, and are often compared to Treasury bonds (T-bonds) for their 
low risk and high liquidity. 

The Table below shows the income available for a contributor who places $1 00,000 in our proprietary 
model. Some Income annuities offer bonuses ranging from 0% to 10%. The calculation shown below 
reflects a 10% ve sted opening bonus (one of the highest currently being offered) along with a 7.0010 return 
on the Accumulation Value before income is taken. 

Please note that bonus annuities may include changes to the elemen ts used to detennine interest credits 
ntthat arc not included in similar annuities without a bonus. These changes may include lower curre 

amount ofthe bonus. 
8

piR'fiOM o1 9 • 

r\UIJIJ 011111' or 8roklf or US AdvlaOr. Thfe doa:mcnt It never to be 0011  o lldleiiBIIon (Q!' ony llUJPOH
roce!pt of ltll a doctJment you,

c!oc;urm!n t 

DIVISION EXH. 7 




1')4,280.69 

Value 7%  Percenta1e 

Just like bonuses, there is a range on the returns different annuities pay on their acwmulation values. This 
7.0% is one of the highest returns currently available. In this Je, the Income Account Value is 
growing at a compounding rate. The Income Account Value grows by $1 93,493 .47 in 15 years when you 
include the immediate $10,000 bonus we provide to the contributor. 

The Withdrawal Percentage is used to calculate the income you can withdraw. Some annuities increase 
the Withdrawal Percentage every year and other annuities increase the Withdrawal Percentage only once
in 5 years or once in 10 years. An annual increase within the first five years provides a significant income 
advantage to the contributor of our proprietary model as shown below. 

Taking a closer look at the Table below, you can see that the longer a contributor waits before utilizing 
the Withdrawal Percentage, the account grows significantly. If a contributor decides to receive the 
Withdrawal Percentage after year five the value is $1 0,799.65. However, if the contributor waits to 
receive income until year fifteen, that same Withdrawal value is $21.244.54 - a fifty one percent increase. 

Some other annuities will make this contributor wait until age 75 or even 80 before increasing the payout 
percentage. This annual increase in the Withdrawal Percentage is important because not everyone can 
wait an extra couple of years for increased income. If you want to receive Increases in your income at 
any age, you may want to ser/Qusly consider our proprietary vlllue model such as the one below. 

$100,000 Plus 10% Vested Bonus 
Issue $ 110,000.00 

1 $ 117,700.00 
2 

0.07

$ 7,700.00
$ 8,239.00 

End of Vear Income Account Value Value 4!> 7% 

$ 125,939.00 $ 8,815.73 
3 $ U4,754.73 $ 9,432..83 

4 $ 144, 187. 56 $ 10,093.13 

5 $ 154,280.69 $ 10,799.65 
6 $ 165,080.34 $ 11,555.62 

7 $ 176,635.96 $ 12,364.52


8 $ 189,000.48 $ 13,230.03 

9 $ 202,230. 51 $ 14, 156.14 


10 $ 216,386.65 $ 15,147.07 


Withdrawal Year Five 
End of Year Income Account Value Start Distribution 


$100,000 Plus 10% Vested Bonus 0.07 


Issue $ 110,000.00 $ 7,700.00 0 0 

0 01 $ 117,700.00 $ 8,239.00 
02 $ 1:!5,939.00 $ a,sts.n 0 

3 $ 134,754.73 s 9,432..83 0 0 

4 s 144,187.56 $ 10,093.13 0 0 
5 $ $ 10,799.65 7.00% $ 10,799.65 
6 $ 154,280.69 $ 10,799.65 $7.00% 10,799.65 

7 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 
8 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 
9 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 

10 $ 154,280.69 $ 10,799.65 7.00% $ 10,799.65 

Example shows the distribution starting at the end ofyear five and taking the withdrawal 
percentage over the remaining time frame. 
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So wlzy wait an WJ.lKcess«<' amount qf(ime to increue your witlrdrawqlpercentqge? 

.Qw· Prnprietmy Model Has Nt Bidden Fees 

pmona 
cocllldered 

Payment Base begins after the first five years. 

This Doc:ument II tnt.ntltd solely for tM UM potalblct 
eomribtltlon In 1t1t  Bon4a d1SSGIIbOd hertln, end II net to be produCed or ciiWibUIIId to any oltt er 
OtferiJIU Ia NOT a Unltalt SbtU Socurttt ea nm.r or Brokw or US AcMsor. Thla docUment Ia ntWef to be • aclclta!lon tbr any purpotO 
In any farm or content. Upon rocelpt of lhla dDcumen\ you, A t Ia not 
accepted pleelle retum d!Jc:umoflt c:opy lo  SOMor . 
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Disclaiming Notes : 
1. Calculations assume an 1% on the Accumulation Period 

Addition which is the pre-paid principal applied in the overnight bank lending rate sw Withdrawaleeps .

agency bond interest rate of 6.0% plus a 

2. Any additional withdrawals . taken may reduce the Annual Withdrawal Payment

3. We calculate no changes to the mo del and are before fees. 
4. This is not a contract and only shows withdrawal benefits. 
5. Tax implications are not reflected in the illustration. Please consult a professional tax advisor for 
infonnation on taxes. 

Consider an exam ple where the product featttres for two annuities are exactly the same with the exception 
ofbow often withdrawal percentages increase . One annuity increases the withdrawal percentage annually 
and the other annuity increases the withdrawal percentage once evezy 10 years. 
While the payout amounts are the same for certain ages such as 60 and 70, the incom e amounts are higher
for the other years on the annuity that increases withdrawal percentages annually. Therefore, as a smart 
consumer, you want to select the annuity that increases withdrawal percentages annually-if the annuity 
has the other features and benefits you want. 

For a contributor who wants to take income at a "step-up age," there is no difference. For exam ple, iftwo 
contributors each wanted to start their income at age 70, it would not matter if they purchased Annuity A,
Annuity B or Annuity C. In each of these three cases, the payout starting at age 70 would be 6% per year. 
However, there might be other difterences between these three annuities that would lead you to select one 
annuity instead of the other two annuities. 

Ifthe contribntors wanted to tum on their income at different ages, there could be a big difference 
between the three annuities shown below. Annuity C shown below increases the payout amount annually. 
All else being equal, if a contributor wanted to turn on his or her income at a younger age, be or she 
would benefit by selecting Annuity C, ifyou did not own Annuity C, you could miss out on thousands of 
dollars of income. 

Below is an exam ple of the different pay6nt amounts you might see for different annuities: 

Annuity A - Payout % :;;: 5% at 60, 6% at 70, 7% at 80 and above 


Annuity B - Payout % :;;: 5% at 60, 5.5% at 65, 6% at 70, 6.5% at 75, 7% at 80, 7.5% at 85 and above 

Annuity C - Payout % =  5% at 60, 5.1% at 6l, 5.2% at 62 .. .  up to 8% at 90 


0111' proprietary modelpfiJIOut begins after year fwe andprovidesyou with 7% regard/as of agel 

Various fees and mutual fund fees consumed almost 7.80% of a contributor's lifetime contributions 
during the :first decade oftheir retirement. The fees are used for but may not be limited to compensation 
for representatives and advertiseme nt. Many :financial pe ople like to say 1hat historically, "on average," 
the stock market rises about 10% to U% per year 1, if you include dividends. However, as you now 
know, these historical avera ges can be deceiving. 

The Dow Jones Industrial Average actually has an average annual price appreciation return of
ONLY 4.80% during the 110+ years ofits existence . 

10
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Background Questionnaire 
Page 2 

REDACTED 

1 2. If you have ever been married, state for each marriage: (i) the date(s) o f  the marriage; (ii)
the name of your spouse; ( i i i) your spouse's maiden name, ifany; and (iv) your spouse's 

(5), including 
vacation homes, beginning with your current residence. For each residence, stale the 

address, dates of residence, and all telephone numbers (includ i ng facsimile numbers) 

1 5. List a l l  telephone numbers and telephone credit card numbers that were in your name or 
that you regularly used at any time during the last five (5) years. Include all residential ,  
business, car, credi t  card and cellular telephone numbers, including those listed in your 
response to question 1 4. for each telephone number, state the name(s) of the 
correspond ing local/cel lular provider and long distance carrier(s) (e.g., Splint, MCI, 
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Background Questionnaire 
Page 3 

1 6  . List salary and bonuses and stock options for the last 3 years : 

Salary: 
l 

amount 
_ c  

amount 

.-. <:l 
amount 

Bonuses: 

,..,_. 

5"tJ . d"<l 
amount 

c;lD II 
year 

)'ear
o2 a �'} 

year 

date 

amount date received 

amount date received 

amount date granted 

Option/y 
dat�:s 1·ested date exercised quantity sold date stock sold sale price 

amount date granted dates vested date exercised quantity sold date stock sold sale price 

amount date granted dates vested date exercised quantity sold date stock sold sale price 

PUBLICLY -HELD COMPANIES 

1 7. Are you have you ever been, an officer or director of any publicly-held company? 
·Yes _ 

I f yes, identify each such company and state your posit ions and the dates you held each 
position. 
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m9re 
No JL 
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REDACTED 


Background Questionnaire 
Page 4 

1 8 . 	 Are you now, or have you ever been, a beneficial owner, directly or indirectly, o f  five 
percent or of any class of equity securities of any publicly held company? 
Yes _ 

If yes, identify each such company, and state the amount, percentage, and dates of your 
ownership. 

SECURITIES ACCOUNTS 

1 9. List al l  securities or brokerage accounts that you have held in your name, individually or 
jointly, at  any time during the last three years. Include all foreign accounts. For each 
such account, identify: ( i )  the brokerage firm; ( i i) the location of the branch where your 
account is  or was held; ( i i i )  your broker; ( iv) the type of account ( i .e.,  cash, margin or 
IRA); and (v) whether any person has ever held discretionary authority or power o f  
attorney over the account; i f  so, name such person(s). 

 - a..:r:- - ,K" tJ . 4> 

20.  	 List  al l  securities or brokerage accounts ( includ ing foreign accounts), other than those 
l isted in your answer to question 1 9, in which you had any direct or indirect beneficial 
interest at  any time during the last three years. For each such account, provide the 
information requested by question 1 9. 

/VON  
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REDACTED 


Background Questionnaire 
Page 5 

2 1 .  	 List a l l  securities or brokerage accounts (including foreign accounts), other than those 
l isted in your answer to question 1 9  or 20, over which you had any control at any time 
during the last three years. For each such account, provide the information requested by 

question 1 9. 
/v'ol'l  

22 .  	 Identify al l  trading in securities of the issuer identified in the captions of  the fonnal order 
of investigations, including: 

Securities purchased : 
/rd /11.£' 

Date Type Quantity Cost 


Date Type Qunntity Cost 


Date Type Quantity Cost 


Date Type Quantity Cost 


Securities sold: ;¥VAl
Date Type Qum1tity Price 

Date Type Quantity Price 

Date Type Quantity Price 

Date Type Quantity Price 
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BANK ACCOUNTS 

List a l l  accounts you have held in your name at  any financial  institution ( i.e., bank, thrift, 
or credit union) at any time during the last three years. Include all foreign accounts. For 
each such account, identi fy: (i) the financial institution; (ii} the address of the branch at 
which your account is  or  was held; ( iii) the type of account (i .e.,  checking, savings, 
money market or IRA); and ( iv) whether any per on has ever had discretionary authority 

of  attomey over the account; i f  such pers o n(s). 
t- f3.P we - $Dv -v. .

;i./.: t:.<..'?btVN. f>.;q ·

· 	 -
.r:  '-..,.. :-

;lrt; 8 A v 

24. 	 List a l l  accounts at tinancial institutions ( inc luding accounts), o ther than those 
listed in your answer to question 23, in which you had any direct or i ndirect beneficial 
interest at any time during the last three years. For each such account, provide the 
infomunion requested by question 23 .  

Uli!Z'-:;' 

25. 	 List a l l  accounts at financial inst i tutions ( including foreign accounts), other than those 
l isted in your answer to question 23 or 24, over which you had any contro l  at any time 
during the last three years. For each such account, provide the infonnation requested by 
question 23.  
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REDACTED 

Background Questionnaire 

PRIOR PROCEEDINGS 

26. 	 Have you ever testified in any proceeding conducted by the staff of the Securities and 
Exchange Commission, a federal or state agency, a federal or state court, a stock 
exchange, the National Association of Securities Dealers ("NASD") or any other self
regulatory organization 

No 
or in any arbitration proceeding related to securities 

transactions? Yes _ 

If  yes, for each such proceeding, identify: ( i) the title of the proceeding; ( i i )  the 
organization or agency; and ( i i i )  the date(s) on which you testi fied. 

27. 	 Have you ever been deposed in connection with any court proceeding? Yes 
-
No 

If yes, for each such proceeding, identify: ( i )  the title of the proceeding, and ( i i )  the 
date(s) on which you were deposed. 

Jc on-  dfJ ol- ?. 

2 8 .  Have you ever been named as  a defendant or  respondent in any action or proceeding 
brought by the SEC, federal agency, a state securit ies agency, the NASD or any 
stock exchange? Yes _ 

If yes, for each such proceeding, identi fy: ( i) the title 
;>
f th*' c�ifn!'*"gency or 


tribunal; ( i i i )  the substance of the al legations; ( iv) the outcome o f  the proceeding; and (v) 

of the outcome. 

 
Co u" lrS' t .� 
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29. 	 Have you ever been a defendant in any action (other than those listed in response to 
question 28) al leging violations of the federal securities laws? Yes _ No _/ 
If  yes, for each such proceeding, identify: ( i )  the title of the proceeding; ( i i )  the court or 
tribunal ;  (iii) the outcome of  the proceeding; and (iv) the date of the outcome. 

30.  	 Have you ever been a defendant in criminal proceed ing other than one involving a 
minor traffic offense? Yes _ No 

If yes, for each such proceeding, identify: (i) the title of  the proceeding; (ii) the court or 
tribunal ;  (i i i) the outcome of the proceeding; and (iv) the date of the outcome. 

DIVISION EXH. 8 
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EDUCATIONAL HISTORY 

3 1 .  	 Provide the requested infonnation about each educational i nst itution that you have 
attended beyond junior high school, beginning with the most recent and working 
backward to the date that you completed high school .  

  
/9 7L vQ -n r, ..Y  

Coumry Zip Cod  

Dt:gn.·�:, liJjnr 1umlrYcar or Dcgn.'t..' 

Nan)!..' ofS�:hnol 

City Slah' ( 'tnuury /tp Code 

Dates of :\tt,•nda tlCl': lonth Year to Iouth Year Dcgn:t..·' lajor lonth·Y car <•f llcgrcl' 

Nimle' ofSd\<H,ll 

City 	 S1:1tl" Country Zip ('otic 

Dotes of :\ttcndancc: lonth Year to Momll'Ycar 	 lkgrcc· lajor lolllll'Y car of Degree 

32 .  	 Other than courses taken in connection with institutions l i sted in response to  question 3 1 ,  
l ist any securities, accounting or business related courses taken since high schooL For 
each such course, i dentify the date that the course was completed and the name of the 
institution or organization that offered 
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Page 1 0  

PROFESSIONAL LICENSES/CLUBS 

Do you hold, or have you ever held, any professional l icense? Yes No 

If  yes, for each such license, identify: (i) the license; (ii) the l icensing organization; (i i i) 
the date the license was awarded; ( iv) the date such l icense terminated, if applicable: (v) 

the date(s) of any discipl inary proceeding(s) against you: and (vi) the outcome of any 
such disciplinary proceeding (e.g., reprimand, n).

L;,R . <  I. /nS"c/.-<A¥< '¥ -  ..::z-,..,..s 
-

_,(/(/"'" 

34. For CPA l icenses held please provide the license number, dates license was in an active 
status (i .e. licensed to practice public accounting) and the dates l icense was not active. 

35 .  Are you, or have you ever b  a member of any professional or  business club or  
organization? Yes No _ 

If yes, l ist for each: (i) the name of the club or organization; (ii) its address; and (ii i) the 
date(s) of your membership. 
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EMPLOYMENT HISTORY 

36.  	 State your employment activities, beginning with the present and working backward to 
the date that you completed high school. 

a .  

Title 	 Dates ni'Employn>:nl Supervisor 

oymcnt . . .  
.;;;:{ , -- .(:41.  6 6v I 

/
City 

dil  _ p('0 /  L. 
Count!)' 

 i';' A/ �:.::""' 
Title 	 Dates or Employmcm Supervisor 

u · isorTille 	 llatcs nf l'll lloym:nl S pen 

Title 	 Dat s of EmplHyn nt Supervisor 

Employer ' s  ;-lmnc Sclt:Emph>ymcnl 

)- _ 7 '  iJ? 
l'dcplt<llk.' Nunl!x'"r 

ode 

Titk Il;II<'S or Empluyn"'lll Supen· isor 

Title 	 Dates uf Enqlloyn"'lll Supcrvh;ur 

Titk 	 f);lt ':\ ufE114llnymc111 Supcn·isor 

c. /y;...r7 r$C. ote L 2J  J 7/f.Je,:r 

ArldO 

2>  
Sup�.·n·1 

Till<' 	 ()ales tlf J:mployn-.:111 Supc-l"\·isor 

Title 	 !late> <>!Tmplnyn.,nl Supcn·isnr 

Title 	 l l:rles nf l'mplnyn.,nl Supcn·isor 
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d. 
 

Tekpl!<>rlC Number 

Title Dates ofEmployn-.:ru Sopcl"'isor 

Tit le Dales of Employmcnl Superviso r 

e. 
Title Dales ofEmploymem Supervisor 

Employer 's N:une/Sdf-En >loymcnl 

Employer's Slrecl Address Telephone Number 

Ci1y Srnlc Counlry Zip Code 

lilk llatcs ofEmpfuy n'k.-m Sup\."n·isor 

Title Dates vf En 1toyma:nt Supervisor 

Tit!< Dales ofEmployn>:tU SupcrviSt)f 

Tille Dates of l'mploymem Supcl"\'iS()f 

[ 
Employer 's Namc!Sclf-Enlflloymenl 

Employer · s Str<cl Address Tdcphonc /\umber 

City Stale Country Zip Co<k 

Tille Dates of Employn>:nl Supervisor 

Title Dates of Employnll!rtl Supcn·isor 

Title Da tes "f Employn.:m Supcr\'isur 

Tille Daks "f Employn>:lll UP\.'rYisor 

CONTINUE ON ADDITIONAL SHEETS IF  NECES SARY 
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'REDACTED 
 D-0332 1 

BACKGROOND 

P l eas<: respo n d  to t h e  fo llowi n g  q u est ions  i n  t h e  space provided. If  you n e<·d addi t  i o nal  

space for any rcsponst\ you m ay a t t a c h  addi t io n a l  pier<·  o f  p a per. 

Tnd; :v s date: I 0 c I .::3 

! .  \Vhat  is your Cu l l  name : ,j;.J.  
,_,__ _ ·�------,._ .._, 

J LJ.J a a.Lr=s nlz;s.s Vz/2 
1 Hm·e you ever been know n  by nny (J lhcr name: Yc  _ No  


l.l:.�:�, :::'l :tt :h name m:d the pcriod(s) m which you were known b ...}....'......I... t...... . 

. 

.. 

' ) , Social  Sec uri ty Number: 

4 .  Date and P lace , , f  B irth: 

) 
. 

( ,·, u n t ry o f  Ci t  izt:nsl l ! p :  
> <  ·, ·" -··--><· ·· · -- "'""»- " ·Ll. ... ....... .. 


! [)fi : 

Passp<n ! ( Cmmtry 8:. i! ) :  4 4  o7 uSA . 

---··--- -··---·----- -chw  •- ' --,•m . , , ,_,__,_..._.. .. 

i\ u tomobik License Pb tt: :  

0 .  

1) 

!0. Btla t/Planc Rcgi:> t !a l ion 1! . 

s Hl !li: l l . 
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1 2. If you have ever been married, state fo r each marriage: {i) the date(s) of the marriage; (ii)
the name of your spouse; ( i ii} your spouse's maiden name, ifany; and (iv) your spouse's 
occupation. 

1 3 . 

1 4. List a l l  residences you occupied at any time during the last five years (5), inctuding 
vacation homes, beginni 

. 
ng with  your current residence. For each residence, state the 

add ress, dates of residence, and nil telephone numbers ( including facsimile numbers) 
listed at that 

tAll f. 'Z I O)  (;, 98 · 9
1 5. List a l l  telephone numbers and telephone credit card numbers that were in your name or 

that you regularly used at any time during the last five (5) years. Include a l l  residentia l ,  
business, car, credit card and cel lular telephone numbers, includ i ng those l isted in  your 
response to question 14 .  For each telephone number, state the name(s) of the 
corresponding local/cellular prov ider and long distance carrier(s) (e.g., Sprint, MCI, 

z ,  t:; Cf · 

.._ 

. .  
1 
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amount 

amount 
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1 6. List salary and bonuses and stock options for the last 3 years: 

{cYh��n ,$.�u,.J/Lf 
, , 

, 

ort:/,J�: 

date rccei\'ed 

date reCCI\'CU 

dale recci,·ed 

mllolml dal<' granled datcs \'eStCd dale exercised 

amoum dme granled dales vested date exercised 

amount date granted dates \'CSI<'d date c.wrcised 

quant i lv sold dille SIOC:k sold sale price 

quant i ty sold da_le s1ock sold sale price 

quamity sold date stock sold sale price 

PUBLICLY -HELD COMPANIES 

1 7. have you ever been, an ofliccr or director of any publ icly-held company? 
Yes _ 
Are you now 

I f  yes, identi f'y each such company and state your posit  ions and the dates you held each 
position. 

MEISSNER0000003 
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1 8  . 	 Are you now, or have you ever been, a beneficial owner, directly or indirectly, of five 
percent or any c lass of equity securities of any publ icly held company? 

. 

If yes, identi fy each such company, and state the amount, percentage, and d<Jtes of your 
ownership.  

S ECURITIES ACCOUNTS 

1 9. List a l l  securities or brokerage accounts that you have held i n  your name, individually or 
jointly, at any time during the last  three years. Include a l l  foreign accounts. For each 
such account, identi fy: ( i) the brokerage linn; ( i i} the location of the branch where your 
account is or was held ; ( i i i) your broker; (iv) the type of account ( i .e. ,  cash, margin or 
IRA);  and (v) whether any person has ever held discretionary authority or power of 

over the acco!mt; i f  such person(s) . 

n.tJ  IFIZ-

20. 	 List all securities or brokerage accounts ( including foreign accounts), other than those 
l isted in your answer to question 1 9, in which you had any direct or ind i rect beneficial 
interest at any time during the last three years. For each such account, provide the 

by question 1 9. 
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2 1 .  	 List a l l  securities or brokerage accounts (including foreign accounts), other than those 
l isted in your answer to question 1 9 or 20, over which you had any control at any time 

last three years. For each such account, provide the information requested by
questio 1 9. 

22.  Ident ify a l l  trad ing i n  securit ies of  the issuer ident i  fied i n  the captions of  the fo nna l order 
of i nvest igat ions, including: 

Securities purchased: 

D;uc Type Quantity Cost 

Dme Type Quantity Cost 

Dale Type Quantity Cost 

Date Type Quantity Cost 

Securit ies sold: 

Date Type Quantity Price 

Date Type Quant i ty J>rice 

Date Type Quantity J>rice 

Date 	 Type Quantity J>rice 

MEISSNER0000005 
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BANK ACCOUNTS 

23.  	 List a l l  accounts you have held i n  your name at any financial institution (i.e., bank, thrift, 
or credit union) at any time during the last three years. Include all foreign accounts. For 
each such account, identify: (i) the financial institution; (ii) the address of the branch at 
which your account  is  or was held; {iii) the type of account ( i .e., checking, savings, 
money market or IRA); and (iv) whether any person has ever had discretionary authority 
or power of attorney the account; if so, name such person(s). 

24. 

25. 	 List a l l  accounts at financial insti tutions (including foreign accounts), other than those 
l isted in your answer to question 23 or 24, over which you had any control at any time 
during the last three years. For each such account, provide the infom1ation requested by 

23 
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regulatory organization or in any arbitration proceeding related to securi ties 

27. 

. . 

"' 

Background Questionnaire 
Page 7 

"PRIOR PROCEEDINGS 

26. Have you ever test ified in any proceeding conducted by the staff of the Securit ies and 

Exchange Commission, a federa l  or state agency, a fe deral or state court, a stock 

exchange, the N at ional Association of Securities Dealers ("NASD") or any other self

transactions? Yes _ No 

If  yes, for each such proceeding, identify: ( i )  the tit le o f  the proceed ing; ( i i )  the 
organization o r  agency; and ( i i i )  the date(s) on which you testi fied. 

ever been deposed in connection with any court proceeding? No _ 
a VI J.. ...J u hl.;.Gm EI'7JT EAJr.imEb II /CJ 9 2otr6? 

I f  yes, for each such proceed ing, identi(y: ( i )  the t i t le of the proceed ing, and { i i )  thcth l 'b /z;:,/2o,7 
date(s) on which you were deposed. 

_ 	 . 

._ 	 98 Z 
LA/JJ7i F-,; Cdl-r24.t..  	 FTZ JCJr 

28. 	 Have you ever been named as a defendant or respondent in any action or proceed ing 
brought by the S EC, any other federal agency, a state securities agency, the NASD o r  any 
stock exchange? Yes .I' No _ 

If yes, fo r each such proceed ing, identi fy: (i) the t i t le o f  the proceed ing; ( i i  ) the agency o r  
tribuna l ;  ( i i i )  t h e  substance or  the a l  legations; ( iv) the outcome the proceeding; a nd (v) 
the date o f  the outcome. lt  \h i.  .)u rn · Ll VJt.. 

Cf 2 I 

tllrnt1-u -r "' I iM .. IJ
i?Ai..b / Ss:-n:J:F.1::. d G h 2. 

1-1J:;}421n... 1 s b 1 .r:r a ,;;.-r Lo ,. tr:r 
o I r-4J ""'-';JIj,t S'J.
J-1 t7 U '"  711 .., -r&71.4"S 7 7  o11 2-

MEISSNER0000007 

DIVISION EXH. lO  



respo e 
Jl!' 

·  

29. to 

... ·  

• 

Background Questionnaire 
Page 8 

Have you ever been a defendant in any action (other than those listed i n  
question 28) al leging violations of the federal securities laws? Yes _ No 

I f  yes, for each such proceeding, identify: (i) the title of the proceed i ng; ( i i) the court or 
tribunal; (i i i}  the outcome of the proceeding; and (iv) the date o f  the outcome. 

30. Have you ever been a defendant in any criminal proceeding other than one involving a 
minor tra ffic offense? Yes _ No f 
I f  yes, for each such proceeding, identify: (i) the title of the proceed ing; ( i i)  the court or 
tribunal ;  ( i i i) the outcome of the proceeding; and (iv) the date o f  the outcome. 

MEISSNERD000008 
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3 1 .  	 Provide the req uested infonnation about each educational institution that you have 
a t tended beyond junior h igh school, beginning w ith the most recent and working 
backward to the date that you completed h igh school .  

I};, h.':\ ttf :\lh:lul<UK.'I.•: l  nntfl'Ycar In ICttlth·Yt•:tr 	 t>qm:t.· :\lajt•r 

;JII).' ,,( Sdk 'l 

c ·u  	 St;�l\' Cnwury i'.ip C"k 

();ut,;> ,,,. :\lh:t•l•m:c.·: luulh \'c:1r w lunHrYcar 	 Dt.· I\'C \l; jllf hmth \' ar uf iJ<pn·l: 

32.  	 Other than courses taken in connection with inst itutions l i sted in response to question 3 1  , 
l ist  any securities, account ing or business re lated courses taken s ince h igh school .  For 
each such course, identi fy the date that the course was completed and the name of the 

or organization that offered the course. 
t:J £ 
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PROFESSIONAL LICENSES/CLUBS 

3 3 .  Do you hold, o r  have you ever held, any professional l icense? Yes_ No  / 
I fyes, for each such license, identify: ( i )  the l icense; ( i i )  the licensing organization; ( ii i )  
the date the  l icense was awarded; (iv) the date such license tenninated, i f  applicable; (v)
the date(s) of  any disciplinary proceeding(s) against you :  and (vi) the outcome of any 
such disciplinary proceeding (e.g., reprimand, suspension, revocation). 

34. For CPA licenses held please provide the license number, dates license was in an active 
licensed to practice public accounting) and the dates license was not active. 

35 .  	 Are you, or have you ever been, a member of any professional or bus iness club or 
organization'? Yes _ No it" 
I f  yes, l ist fo r each: ( i) the name o f  the club or organization; ( i i )  its address; and ( i i i )  the 
date(s) of your membership. 

MEISSNER000001 0  
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EMPLOYMENT HISTORY 

36. 	 State your employment activities, beginning with the present and working backward to 
the date that you completed high school. 

_\eJ. J!' .  Er'tl fu 'I!Fb a. 	 -1-
Euq>lny<r" s Koni1:'S<II:Enljlloyn>: lll 

t:mploy�;r 's Street Addrc:os 	 Tch:ph<>lll: Nunlh<r 

{'il)' 	 S1:1h: CuuniJ)' Zip CO<k 

Till<! 	 Dates ur l tuplttyu-.:tt1 Stl}lC'r\'isnr 

Till< 	 fksh.'S ufJ :mp!uyu).;'nt SuJKrYiS4lr 

'I ilk 	 Uatcs uf FmJlh'  ua:IU Supcrvis«\r 

Till•· 	 l)ml's llfl:mpl lynl.'nl Supcrvisur 

b. 
l tnpltl \.·1 · :- ;111  Sdl l·.mplt'YIIll:nl 

1-:tnplll  l.'l ·:- Strct:1 .\,lath.'""' 'I dqltwt,.· \:umt ·r 

('ity 	 S1a1 · (\1UII11)' /.ip Cud · 

lilh: 	 f>ah:  ,,r l:mpluym:nl Supt:•'· j ,r 

rille 	 l>:ul'" ''rJ:mpJ,, m:n1 Sup1:r\'isnr 

ruk 	 l>it!I;'!O uf Empf,•ytt).'ltl Sujh.·rvi:-.ur 

Tilk 	 lhh:  ,,f ·nt Supcrvi:>ur 

c. 
b tpht) ('f's N;:um· Sdi Euqlloyu�<"UI 

Flupl•,ycr · > .Strt.·�o:t :\,htr..:s  I "'k'r)h,llt.: :'\umhcr 

("ily SlaW ('puttH) Zip C.-k 

l'ilk l>alt.'). uf hnph1yua.·n1 SujlL'f\'i tr 

filh: tbh,·:- (•f J·ntpl•' m.·nJ SuJh:ni tr 

filk f>o1h"S uf l-!B Jlluyu�o.•J u Sut ·n·ij•'r 

rilk l>a1\.'S ,,f J:mJlln)n ·n1 SUjt�:r\'bVJ 

MEISSNER000001 1 
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limploycr"s N:utt<'Sdf.Emp!nymmt 

Emplo>a's Sth."\!1 1\U\.J s..s T <kpluu..: l"umbcr 

City Stille Counlly 

Title I);Jt.:s uf t:mpluymcltt !iur<l'·isor 

Title Oat.:s uf l:mploynrm Supcn·isor 

litlc l>otcs ufEmptoyuo:ttt Sur<f\'is<>r 

; !  
.

 . .  

Zip Code 

Titk l>ot.-. of llmplo)'lt.:ttt Supi..-n· isur 

e. 
l:mplo) cr"s :-:;uuciSclf·Euiplnynrld 

limpJo cr's SUC"cl :\ddr .ss Tdcplu>no :o;uulb.!r 

City Stat  C'uuntry Zip CO\lc 

lilk l)aiL"S ,,rl:mplnyn-.au Supcn· i vr 

l it!< l )iil\ s ,,fEmpltiym.·nl Su[l\·rn... 'r 

'Ink l>:th:!\o llfl :ur.ph· n-.·tU SupL·n i:-\tr 

l illc lhh.·  t•rt:mpl\lyu...,..u SUJh."TVt:O:,lf 

f. 
1;mph a ·s Name Sclf·EUJpfu 1r;.:n1 


' 


ZiJl ( 'nd\.· 

FtnJ)ftl} c• s SU t:\.1 :\thf1 c s TdcpiMI< :o;unlb.!r 

('ily SI:IIC Cnuntl)· 


rill< l>a1cs ufl:mplt>yn>:lll SUJlCn· isur 


lilk J),,h:  uflhnplttyn nl Supcr\'isor 


., itlc nates uf l'mp >  lll<lll Sup(n'i=--t1f 


!'ilk 1>.11« ur Empk•yu ·m SUJlcn·bour 


CONTINUE ON ADDITIONAL S HEETS I F  N ECESSARY 

MEISSNER00000 1 2  
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433 
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ICe 	 rs 

August 2000 

Notices
00 50 Withd rawal Of Proposed Ru le  And Reminder Of Restrictions 

On Use Of U n reg istered Persons 351 

00 51 	 SEC Approves Proposed Ru le Change Relating To M a rg in  
For Exem pted Borrowers, Good Faith Accounts, Jo int  Back 
Office Arrangements, Control And Restricted Secu rities, And 
Options Transactions; Effective Date : August 2 1 ,  2000 355 

00-52 	 NASD And Exchanges Submit Decimal ization Plan To 
The SEC 365 

00 53 	 NASD Adopts Exemption From The Corporate Financing 
Rule For  Interval Funds; Effective June 20, 2000 367 

00 54 	 NASD Reminds Members Of Methods For Determin i n g  
Ex-Dividend Dates 371 

00 55 	 NAS D Dispute Resolution Wi l l  Requ i re F i rms To Certify In 
Writing That They Have Compl ied With Arbitration Awards 
With in  30 Days Of Receipt; Effective Date :
September 1 8, 2000 373 

00-56 	 SEC Approves Cha nges To R u le Regarding The Code Of 
P rocedure 375 

00-57 	 Fixed Income Pricing System Additions, Cha nges, And 
Deletions As Of J u  ly 20, 2000 41  3 

00-58 	 Labor Day: Trade Date-Settlement Date Schedule 41 5 

Disciplinary Actions 
Discip l inary Actions Reported For August 41 7 

For You r  I nfo rmatio n  
Nasdaq Postpones S u  perSoes U nti l  Fourth Quarter 2000 

Detai l  Data Reports Avai lab le For F i rm Quote Compl iance 
Report Card 

Annual  Audit F i l i  ngs - Address Change 	 434 
NASAA Implements Waiting Periods Between Fai led Exams 434 
Correction To Notice to Members 00-45 	 434 

Special  Notice 
00-59 Labor Day:  Trade Date-Settlement Date Schedule 437 
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OTC The N asgaq Stogk servicemarks 

ConfirmationTrgmsactipn (ACT)Servi.ce, fiXE(d fnco111  (FIPS), Th  Sma!!Cap 
Order (SOES) areservice.marks ofThe Na$daq Stock 

NASD ember; is publishe  o thty.bY NA§r>.corpor te'c()ITI ul1i tiotJs, Ki p· sand[is, j3dit;r, N SD R g'lilatory Communieavo  
NW, Washington, oc 200()9 15()0, (202) 72§ 8370. No portion . oft  Is poblicatiol'l 01i:lY be Ropied,photocopie ; duplicated 

ariyform scribed below; Vl'ith()Ut priorvvritten 9()nS(;lnt of the NAsp. Members of he NASD authorized 
duplicate any part.of i ytithout (::harge ()nly for intern<:�! H e byt!1en;el11berEmd associated 

NASD PhOtocopy for use through the Copyright Clearance Center (CCC) fee 
MA01 923. 

© 2000, National Association of Securities Dealers, Inc, (NASD). Al l rights reserved. 

NASD and NASD Med iaSource. are registered service marks of the National Association of Securities Dealers, Inc. Central Registration Depository 
(CRD) is a service mark of the NASD and the North American ·  Securities -f.dmin istrators Association, Inc . . . .  NASDRegulation ..ls a service 
mark of NASD Regulation, Inc. Nasdaq, Nasdaq National Market, Bulletin Board, and Market ,are registered of 
The Na daq Stock Market, Inc. Automated Pricing Syst m Nasdaq 

·

Market, and Small Ex cution systt;Jm Market, 

Notices 'to 
Services, 1 735 K Street, or 

in .  or by any means, exceptas .are to 

photocopy or othetwise th is publicat on its persons. .. 

Nonmembers of the may obtainpermission to .Internal for a $ 3-per-page 

to be.paid directly to CCC, 222 Rosewood Drive, Danvers, · 


Each member firm's Executive Representative is entitled to one annual subscription to Notices to Members at cost ($ 1 5  per year). Additional annual 
subscriptions are available for $225; single issues cost $25. To order, send a check or money order (payable to.the National Association of Securities 
Dealers, Inc.) to NASD MediaSource, P.O. Box 9403, Gaithersburg, MD 20898-9403; to order with a credit card (American Express, MasterCard, or 
Visa), call {30 1 )  590-6 1 42, Monday to Friday, 9 a.m. to 5 p.m., Eastern Time. Back issues may be ordered by calling MediaSource at (301 ) 590-61 42. 

Notices to Members (December 1 996 to current) a re also available on the Internet at www. nasdr.com. 
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Without admitt ing or denying the 
a l legations, Lam bert consented to 
the described sanction and to the 
e ntry of find ings that h e  completed 
a Form U-4 for h is member firm and 
fai led to d isclose a felony charg e .  

Lambert's suspension began Ju ly  
1 7, 2000 ,  and wi l l  conclude at the 
close of  business o n  Aug ust 1 6,
2000. (NASD Case #C02000038) 

Thomas Salvatore Marinovich, 
Jr .  (CRD #21 1 280 1 ,  Reg istered 
Representative, Green lawn, New 
York) was fined $2 , 500,  suspe nded 
from association with any NASD 
member i n  any capacity for 2 0  
busin ess days for fai l ing to register, 
a n d  barred from association with 
any NAS D member in any capacity 
for misrepresentations.  The fi ne is 
d u e  and payable prior to reentry i n  
the secu rities ind ustry . The 
sanctions are based on fi nd ings 
that  Marinovich faci l itated and 
assisted i n  i mplementing a boi ler 
room scheme at h is member firm 
by trai n i n g  the firm's brokers to u se 
h i g h  pressu re sales tactics and 
m is lead ing sales scri pts to solicit 
investments i n  the firm's h ouse 
stocks. Marinovich a lso promoted 
"secon d  trading"  in which 
customers were aggressively 
sol icited to p u rchase a ho use stock 
whether or not it was suitable i n  
l ight  o f  t h e  customer's fi na ncial 
objectives, needs, and risk profi le .  
The fi nd ings a lso stated that 
M ari novich acted i n  the capacity of 
a p rincipal without being reg istered 
with the NAS D as a principa l .  

M a ri novich 's suspension bega n  
Aug ust 7 ,  2000, and w i l l  conclude 
at the close of busi ness on 
September 1 ,  2000.  (NASD Case 
#CA F990049) 

John Ch ristopher McAfee (CRD 
#722940, Registered 
Representative, M issoula, 
Montana)  submitted a n  Offer of 

Settlement in which he was fined 
$25,000 and suspended from 
association with any NAS D 
membe r  in any capacity for two 
years. The fine shal l  be d u e  and 
payable pr ior  to  reassociation with 
a member firm fol lowi n g  the 
suspension. Without admitt ing or 
denying the a l legations, M cAfee 
consented to the d escribed 
sanctions and to the entry of 
find ings that he participated i n  
private secu rities transactions 
without provid i n g  prior written 
notice to h is mem be r  fi rm. 

McAfee's suspension began Aug ust 
7,  2000, and w i l l  conclude at the 
close of business on August 6,
2002. (NASD Case #C3A00001 4 )  

Kenneth Charles Meissn e r  (CRD 
#60 1 1 89, Registered 
Representative, Fair Oaks Ranch, 
Texas) su b mitted a Letter of 
Acceptance, Waiver, and Consent 
in which he was barred from 
association with any NASD 
member in any capacity. Without 
admitting or denying the 
a l legations, Meissner consented to 
the described sanction and to the 
entry of findings that he participated 
in a private securities transaction 
and fai led to provide written notice 
to his member firm describ ing th is 
proposed transaction and his rol e  in 
it ,  and whether he h ad received or 
might receive sel l i n g  compensatio n  
i n  connection with t h i s  transaction .  
( NASD Case #C0600001 0 )  

C hristopher Lee Miano (CRD 
#2847056, Registered 
Representative, Deerfield Beach,  
Florida) submitted an Offer of  
Settlement i n  which h e  was barred 
from association with any NAS D 
member in any capacity and 
ordered to pay $53,704.85 , plus 
interest, i n  restitution to pu b l ic  
customers. Proof of restitution with 
interest sha l l  be a p re requisite to 
any app l ication o r  req uest for rel ief 

from a n y  statutory d isqual ification .  
Without admitti ng or deny ing the 
a l legations,  M iano consented to the 
described sanctions and to the 
entry of fi nd ings that he effected 
u n authorized transactions in the 
accou nts of p ubl ic  customers. The 
fin d i ng s  also stated that Miano 
falsely represented to a customer 
that h e  had effected the p u  rchase 
a n d  sale of certa i n  warrants in the 
customer's accounts at a profit, 
sent false confirmations of those 
tran sactions,  and sent a false 
confi rmation for a transaction that 
had n ot been effected.  M iano a lso 
fai led to appear for an on-the
record i nterview. (NASD Case 
#C07000025) 

Jeffrey Kenneth Neuman (CRD 
#1 42461 3 ,  Registered 
Representative, Old B ridge, New 
Jersey) submitted a Letter of 
Acceptance, Waiver, and Consent 
i n  which h e  was fined $ 1 2 , 500, 
suspended from association with 
any NAS D member in any capacity 
for 60 d ays, and o rdered to 
requ a l ify by exam as a general 
securities rep resentative p rior to 
acting again in any capacity 
req u ir ing q u a l ificatio n .  The fin e  
sha l l  be d ue and payable prior to 
reassociation with a member firm 
fol lowing the suspension or prior to 
any request for rel ief from any 
statutory d isqual ification .  Without 
admittin g  o r  denying the 
a l  legations,  Neu man consented to 
the described sanctions and to the 
entry of fin d i ng s  that he executed 
the s ignatu res of p u b l ic customers 
without  their a uthorization on to 
both : a form to accommodate a 
customer's req u est to transfer 
fu nds;  and a Letter of Authorization 
to accommodate a customer's 
req u est to redeem shares. The 
NAS D also fou n d  th at Neuman 
reim b u rsed a customer $2 , 000 for 
s urrender fees assessed on the 
customer's account out of h is  
personal  checking account without 

NASD N otices to Members-Discipl inary Actions August 2000 
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I fi rst spoke with G a ry S n i s ky l a te i n  the s u m me r  of 2 0 1 1  w h i l e  work ing for 

S u m m it Trust  Com pa ny, m a rketi n g  trust s e rvices t o  life I n s u ra nce a g e n ts a nd 

fi n a n ci a l  a d vi s o rs .  Steve Ta b b  ( a n  i n s u ra nce agent that  I m et a pp roxim ately 1 8  

m o nths before)  ca l l e d  m e  t o  say h e  knew G a ry a n d  t h at G a ry  w a s  p utti n g  

together  a p rogra m t h a t  wou l d  res e mble a n  a n nu ity i n  s o m e  w a ys b ut wou ld pay 

a h ig h e r  i nterest rat e  if cl ients wou l d  be wil l ing  to l eave their  m o n ey with h i m  for 

5 o r  10 yea rs .  I participated i n  several phone cafls wh e re G a ry sh owed how h e  

u sed G in n i e  M a e  b o n d s  a n d  oth e r  s i m i l a r  notes t o  prod u ce y ie lds  that  were 

stro ng e no ug h  to pay i nvestors between 6-7%. I saw "scree n  s h ots" of  b o n d s  t h a t  

were for s a l e  with yie lds o f  tha t s ize .  G a ry a lso s h owed h ow h e  c o u l d  structure 

the bond payouts s o  t h a t  t h e  p rinci pa l  was acce lerated to a per iod of 7-10 yea rs 

rath e r  t h a n  the re m a  i n i ng 20-25 yea rs. I a s ked Kevi n  B rown, Pres ident of S u m m it 

Trust Com p a ny to p a  rt ic ipate i n  o n e  o r  two of the we b i n a rs t h a t  G a ry h osted, so 

that Kevi n wou ld be c o m forta b l e  with how the Ga ry's p rogra m worke d .  Su m m it's 

role was to a ggregate t h e  fu n d s  of investors i nto one "se pa rately m a n a ge d  

a ccou nt" a n d  t o  d istr ib u te t h e  q u a rte rly i n te rest p ro po rt i o na t ely.  

I introduced a cou p l e  of a gents ( M i ke Tom ich a n d  Don R a s m us se n )  to G a ry v i a  the 

p h o n e  in l a te D e ce m be r  2 0 1 1 .  These agents had p rev i o u s ly refe r re d  c l i e nts  to 

S u m m i t  Tru st  over the yea rs for various trust services a nd were fam i l ia r  with the 

forms t h a t  Su m m it u s e d  to open a n d  mai nta i n  custodi a l  a n d  I RA accou nts. 

When I w a s  Il la i d  off' a t  S u m mit  Trust (technica l ly G e o rge P. Brown I nvestm e nt 

Advisors) i n  J a n u a ry 2012, I be l ieved that Ga ry's p rogra m h a d  va l u e  a n d  s o  I 

cont inued to i ntrod u ce a few m o re a dvisors I knew from Summit Trust to G a ry.  I t  

w a s  agreed t h a t  i n  Fe b ru a ry a meeting wou l d  be h e l d  i n  G a ry's off ice i n  

Lon g m ont, C O  to p e rs o n a  l ly  s h ow a few advisors h o w  h is p rogra m wo rke d .  I h a d  

n ot perso n a l ly s e e n  G a ry before t h a t  meeting.  D o n  R a s m u s s e n ,  M ike To m ich a n d  

B i l l  Spa rk m a  n we re a lso i n  a tte n d a nce a t  t h e  two day meet ing.  

The fi rst person to i nvest i n  Ga ry's p rogra m t h rough S u m m it Trust  was i n  Apr i l  

2012.  I b e l ieve i t  w a s  a c l ient  of M ike Tomich. I t  was a t  t h e  e n d  of Apri l  2012 that  

G a ry w i red t h e  first refe rra l fee s  to  m e .  

S EC-J DScott-P-0000001 DIVISION EXH. 12  
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I never persona lly met Dave Sorrells or anyone associated with h im or h is clients.  I 
d id make a phone cal l  to Dave, at Ga ry's request, to explain  Sum m it Trust's role 

and how a "separately managed account" worked. I believe a n  associate of David 

Sorrells was on the call as well  but I do not recal l  his name. To the best of my 

knowledge, no money was sent to Summit Trust from David Sorrel ls  or his 

associates. 

Respectful ly, 

James D. (Dorig) Scott 
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Don 

S, 

vr 

T 

From: dlscott@comcast.net
Sent: Friday, January 27, 2012 4:41 PM
To:
Subject Fwd:

Attachments  5 Year Memorandum Jan 25 2012.pdf; _Certification .htm 

Please find the 5 year program. If you have any questions please call me. 

God bless, 
Doug 

---  Forwarded Message----
Frorn· 

, "Rick Greeott" 

Sent Wednesday, January 25, 2012 8:45:43 AM 
Subject: 5 idea 

Good morning,

I have artact1ed a file for your reading pleasure! 


Thank you, 


Gary 

20 
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ARETE, LL(; <THE A]l: COMJfANY"l 

ADVISEMENT 

CQNTRfBUTOR.'S 

CONTRIBUTIONS COMPANY 

REDEMYfiON OF CONTRIBUTIONS 

lli"Oduood 
Ac:Maor. 

"Contributions" in the Company are available for purchase by, 
Non Qualified Value, and may also being an "Accredited Persons" per the Securities and Exchange 
Commission (SEC). A3 an Accredited Contributor under Regulation D of the SEC, "qualified clients" are 
defined in Rule 205-3(d) under the Investment Advisors Act of 1940 and as amended per the "Advisors 
Act11• All contributors must have executed a Contribution 
"Contribution Agreement") and have been notified of admittance by Arete. 

IN 
cash and directed to the Company as of, or up to, the last business day of any month and are held in the 
form of "Book: capital Accounts". Contributors may arrange for an initial purchase o
submitting a completed Subscription Agreement and a payment to the Company in accordance with the
instructions set forth in the Subscription Agreement and this Memorandum. 

.Arete, or any portion of such Contributor's Contribution as ofthe last business day of any quarter by: If
Approved: Please note lock: up period offive years is to be detemrined first- THEN 

• Delivering written notice to Arete at least 120 days prior to such date. 
• Stating in writing which Contributor's Interest is requested to be redeemed. 
• Acceptance by ARETE, LLC is deemed fair and reasonable. 
• 

ARETE;LLC
Virtue & Excellence Together Dated: Jan 1, 2012 thru Mar 3&, 1011 

 l!l Tc1w:i r1 Drin: Lnngmonr n >, il0504 P :�O:I.4SCJ.2""'(J 1 F .'.0_1,.43(>.2723 

ARETE,LLC
A PRIVATE COMPANY 

backed by the Full Faith & Credit of the United States Government. The contents of this Memonmdum
should not be considered to be legalt tax, or financial advice and each prospective Contributor should 
consult with his or her own counsel and advisers as to all matters concerning investing in the Company.
Prospective Contributors ("Contributors") should carefully read this Memorandum. 

"PIUV is a Colorado Limited Liability Corporation whose 
obj tive is contributing witbin Principal Insured Products, or Agency Bonds. Utilizing these Agency 
Bonds allows us to achieve attractive absolute returns rather than relative returns (versus a benchmark 
index). To :maximize the return on contribution and best protect principal, the Company will build its own 
Proprietary Working Model consisting of such Agency Bonds that are Principle Protected. 
Agency Bonds inned by Fedtrltl Government agencies-Bonds issued or guaranteed by Federal 
Government agencies such as the Small Business Administration, the Federal Housing Administration 
and the Government National Mortgag<: Association (Oinnie Mae) are backed by the "full faith and credit 
of the U.S. government", just like U.S. Treasury bonds.* Full faith and credit means that the U.S. 
gove:rnment is committed to pay interest and principal back: to the contributor at maturity. Agency bonds 
are usually exempt from state: and local taxes, but not federal tax. 

The Companys contribution program(s) may involve risks and some elements of the 
program may be considered speculative. However, such Principal Insured Products, or Agency Bonds, are 

Agreement 

Qualified Value, 

(attached hereto as the 

f Contributions by 

Contributions may be considered in qualified; non-qualified & 

Members may redeem the contribution with the permission of 

A Redemption charge in year one is 5% and then 1% lower each year thereafter 

The Company may, in its sole discretion, approve purchases and redemptions on other dates and/or waive 
such notice period. 

Thlfl  lfl I  80Wy for the UN of the .-.on to whom It hu .,_,.  for the pu!'PCIM of clhlcuHinv 1 poplblowntrlbullofl In the AQency Bon<la dllllt.:rlbed heMin, and II not to be or dlaibutlld to any ollw pei'W1G PERIOO. DIICL.NII!R: Ante, 
U.C It NOT a United $tRill!  DMI$f ot 8nJbf ot Ul This documetllla never to bCJ QOilaldllnld 1 IIOilcltltloo for lillY P111P0H In 
f!IY fom1 or OOf!tlmt. Upon receipt of tllliJ doc:\lm4nt )W, u RedpiMI!, hereby e thll w.nlng III'IQ d!a\llalrn«. If  Ia not 
eccepled  rerum do<:t.tmenl oopy to SonGer lmmedllltely. 
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TRANSFER 

BENE'FICIARIES 

OF INTERESTS Contributors may not transfer their Interests 

)

to third parties without the 

prior written consent of Arete. Subject to certain exceptions, the Company is seeking to raise a maximum 
of $500 million in total contribution capital from Arete and Contributors in the Company; Arete may 
choose not to accept any contribution for any or no reason. 

COMPANY MANAGEMENT The Company is not required to register, and has not registered, as an 
investment company under the Contribution Company Act of 1940 (as amended the "1940 Act" . Arete
(Arete, LLC) is responsible for the management of the Company. Arete will receive a Management Fee 
equal to 1% (one percent) NAV (Net Asset Value) per year and distributed at the 'b¢ginning of the first 
calendar quarter. 

Following any unfortunate death of the account contributor, disbursements must
continue at the same time frame and rate as they were before the account contributor's death. 
Beneficiaries must receive the same disbursements for up to the time frame remaining in the schedule of 
the Bond Holding. If no distributions were made before the death of the account bolder, distributions
must be made to the beneficiaries over the Bond Holding Time Frame. On qualified funds the 
distributions must begin after the year the policyholder would have turned seventy and a half (70y;). 

Beneficiaries are Primary and/or Contingent Beneficiaries of my contribution. In the event of this 
unfortunate situation as to the death of the contributor, the balance in the account shall be paid to the 
primary beneficiaries who survive the contributor in equal shares (or as in the specified shares indicated).
If none of the primary beneficiaries survive me, the balance in the account shall be paid to the Contingent 
beneficiaries who survive me in equal shares (or in the specified shares indicated). A beneficiary must be 
identified and proper information gathered within the provided beneficiary information fields. 

Thfa Do<;umtlfll Ill tnl.lmCkld a y for tho UH of 1M pom10n to wt1om It t1aa .,._., d4JI"'-d f« U... putpOae of di uulng a poulble
contribution In the Agency Bonds deSCribed heroin, and 1$ not 10 be produoed Of distributed 10 any other  pt;:RIQD. DISCt.AlMI!R: Areta, 
U.C Ill NOT a Unlwd Stetu Se  Dealef Of Brokw or US Advisor. This document Ia never Ia be  a ealldtatlon for any purpose In 
any fonn or content. Upon rncolpt of thi8 docun'Mint you, 1111 Redplent, hel'8by ackniJWitldgo thi8 wamlng and dlfCfaln\llr. If aclmawledgment Ia nol
11 0<1 pi- rotum documtlfll copy 10 Sender lmmodlate!y. 
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DISCLQSVRES 

fURTHER DISCLQS\JRES f2R fLOJUJ)A &ONIRIBUTQRS ONLY 

___ _ 

 

t. The Seturities offered have not been and will not be registered under the Securities Act of 1933 or the Securities laws of 
any of the states of the United States. The Offering contemplated by this Private Placement Memorandum will be made in 
reliance upon an e��emption from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended, and Regulation 
0 promulgated hereunder, for offers and sales of Securities which do not involve any pv.blic Offering and analogous exemptions 
under state Securities laws. 

l. Tills Private Memorandum shall not eonstitu  an offer to sell or a solicitation of an offer to buy, nor will there be any 
sale of Securities of the Contributor·ship in any jurisdiction in which such offer, w!icitation or sale is nm authorized or to any 
person to whom it is unlawful to IIlllke suth offer, solicitation or sale. No person has been authorized to make any 
representations concerning the Company, which are inconsistent with those contained in this Private Pla.ccmcnt Memorandum. 
Pro6pcctive Contributors should not rely on any informadoa not contained in this Private Placement Memorandum or the 
exhibits hereto. 

3. In maldug a eontrlbution deddon, Cootributon must rely on their own examination or the wuer and tb  terms «>f the 
Offerillg indnding the merits and risks involved. These Securities have not been recommended by any federal or state
Securities com.missions or regulatory authority. furtb<:nnore, the foregoing authorities have not continned the accuracy or 
determined the adequacy of this document. Any representation to the contrary is a criminal offi:nse. Prospective Contributors 
should not constroe the contents of this Private Placement Memorandum as legal, tax or financial advice. Each prospective
Contributor should consult their own professional advisors as to legal, tax, financial or other matters relevant to the suitability of 
an contribution in the Company tor such Contributor. 

4. The Securidet offered may not be transferred witnout tbe prior written consent of the Company and Arete. In addiiion, 
these Securities are subject to restrictions on transferability and resale and may not be transferred or resold except as permitted
under the Securities Act of 1933, as amended, and the applicable State Securitit;l) Laws. pur6Uant to registration or exemption 
there from and may not be sold or otherwise tranSferred except in accordance with the requirements aud conditions set forth in 
this Private Placement Memorandum. 

5. This Private l'laeemeut Memorandum is Intended solely for the use of the person to whom It baa been delivered for the 
purpose of evaluating a posdble contribution in the Securities described herein, and is not to be produced or distributed to auy 
other persons (other than Professional Advisors of the tivc Contributor receiving this document). 

6. This Company will not be registered u a Contribution Company under the Contribution Company Act of 1940, as 
amended. 

7. The Company wiD not be registered as a Commodity Pool under the Cormnodity Exchange Act; and the Adviser is not
registered as a Commodity Trading Adviser under the Commodity Exchange Act. 

1. 	 Tbe Intereacs offered have not been regfnend unde»- the Florida Securities Act. Each Offered who is a Florida resident 
should be aware that section 517.061 (i 1)(a){5) of the Florida Securities and Contributor Protection Act provide, in relevant 
part as follows: 

"When sales are made 10 five or mare persons in Florida. any sale fn Florida made pursuant to section 517.06 1 (11) is 
vfo/ahle by the purchaser in such sale either within three days after the first tender of consideration is made by the 
purchaser to the Issuer. an agent of the Issuer or an escrow agent or within three days after the availability of that privilege 
is communicated to such purchaser, whichever occurs later." 

::Z. 	 The availability of the privilege to void 5ales punuant to seedoo 517.061 of tbe Florida Act Is hereby oromunlcated 
to each Flortda Offered. Each person entitled to exmise the privilege to void sales granted by section 517.061(1 l)(a)(5) 
and who wishes to exercise such right must, within three days after the tender of the first insWiment of his capital 
contribution to the Company or to any agent of the Company, cause a written notice or telegram to be sent to the Company
at the address provided in this subscription agreement Such letter or telegram must be sent and, if postmarke<l, postmarked 
on or prior to the end of the afOrementioned third day. If a person is sending a letter, it is prudent to send such letter by 
certified mail, return receipt requested, to assure that it is received and also to evidence the time it was mailed. Should a
pen;on make this request orally, he should a£lc for written confirmation that hill request has been received. 

Please Initia.l 

Thll Doeument Ia lntomde<;l sololy for th11 UH of tml person to wflom It hn bMn 4ellver..:f fo( tiM J!UI"PPM of '""UilllnsJ a 
contribution in tl'lll Agency Bonds dewlbed herein, and Ia oot to be produood or dllllributed to any olh<Jr PERIOD. DISCLAIMER: Arete, 
LLC Ia NOT a United Stataa O.altr or Broker or US Ad\IW«, Thl3  ia never to be consld ll«KKa IIQIIcltallon for any purpoao In
8/lY form <:N" content. Upon pi of !hi$ 
IICCOPt  please retum aocument copy to Sonder lmmodlately. 

dOCU!l'Hint yoo, as Recipient, hereby a.cknowledgo lhla warning and dl$dalmer. If acknowlodjjmenl Ia not 
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flill.r.winu 

rlrmnm•nt 

\:) 

admowtnuom<lfli 

I Foundadon 

tlit your Cnntr!!mtor Status. Ph:ase return the 
via tmndl at or fax tu 303-459-2723. 

Th11nk 

!} 

Contributor


Ctmtnbmor 


2) Ctmtl'ibutftr luforrnation 

a) Contributor dass b) Poniolil.l size 

DUndee $1 million 
0$1 • 5 million 
015 -50 million 

ultcmativr: comributkms yt)U own'' 

- 10%) 


- JO'}b 

-40% 


50"i, 


'1 Y cars of �.,ntribution 


than l 0Les;; than 5 Cl5-l0 0JO-l5 0More than 15 


3) I certify thut J am an accredited ccmfributot in accordance with rule 50l(a) M Regulation D, in 
select aU that apply) l)efinithm of Contt·lbutious: 

contnbutor ts a namml pc:r:>on whose individual net worth or net wor!ll with that spouse, at the
time ,,f contrihutt<m exceeds $l.flfJO,OOO. 

contnbu1nr " a natuml person who had an in U\·iJual income in execs:; of $200,000 in each of the fast t\WJ 
caknddt yc;,rs .. or joint inCi)nl¢ ·with that pcr'S<)n's "P'-'usc, in cxcesA of $300.0(}(} in each nf those year,;, and h:'" a 

<.'\pccwocm nf the same mcome kvl'l in t!Jh calendar year. 

'fhls OoWrMnt iJ� Intended lor lh<l use of the f:Ult"Son to Whom II has b�Wn delivered fM th<: 

c¢tttdb.utio.:n Jr. th  Agt:mty Bonds hcrffin, and nat to or d!strlbut -d to ny other fHM'C�>fH'!


LLC lt> NOT 11 Unltad Stat�ts Sacurltlas Oe:11141r or Srokl!r or US This documen! •s nevtlf to oo censidared a solidtalion lor any


ny roan or content Upon of !his document ;oo, a;; Recipient, heteby rir.knowledl}n !his warning and olsdaJme:r. lf 
;;cceptod txell''*' return cop;• to Sander immodil!f•'llY 

allocated ro 

Q$50 million  $100 million 
0$100 million - $1 bil!iun 
DOver $1 billion 

dJ Which of the contributions do 
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0The contributor is an entity with total assets in excess of $5,000,000 which was not formed for the purpose of 
investing in any of the Funds and which is one of the following: (a) a corporation; (b) partnership; {c) a limited 
liability company; or (d) a business trust; or a tax-exempt organi7.ation described in Section SOl( c) (3) of the lntemal 
Revenue Code of 1986, as amended (the "Code"). 

0The contributor is a personal (non-business) trust with total assets in excess of $5,000,000 which was not formed 
for the purpose of investing in any of the Funds and whose decisions to invest in the Funds will be directed by a 
person who has such knowledge and experience in financial and business matters that he/she is capable of evaluating 
the merits and risks of an contribution in the Funds. 

0The contributor is an employee benefit plan within the meaning of Title 1 of the Employee Retirement Income
Security Act of 1974 (including an Individual Retirement Plan and KEOGH) which satisfies at least one of the 
following conditions: 

• it has total assets in excess of$5,000,000; or 
• the contribution decision is made by a plan fiduciary which is a bank, savings and loan association, 
insurance company or registered contribution adviser; or 
• it is a self-<lirected plan (i.e., a tax-qualified defined contribution plan in which a participant may exerdse 
control over the contribution of assets credited to his or 
her account) and the <lecision to invest is made by those participants investing, and each such participant 

qualifies as an accredited contributor. 

0The contributor is an employee benefit plan established and maintained by a state , its political subdivisions or any 
agency or instrumentality ofa state or its political subdivisions, which has total assets in excess of$5,000,000. 

0The contributor is licensed. or subject to supervision, by U.S. Federal or state examining authorities as a "bank," 
"savings and loan association," "insurance company," or "small business contribution cotnpany" [as such tel'lllil are 
used and defined in 17 CFR §230.501 (a)] or is an account for which a bank or savings and loan association is 
subscribing in a fiduciary capacity and over which such fiduciary exercises contribution discretion. 

0The contributor is registered with the United States Securities and Exchange Commission as a broker or dealer or 
an contribution company, or has elected to be treated or qualifies as a "business development company" (within the 
meaning of Section 2(a) (48) of the Contribution Company Act of 1940 or Section 202(a) (22) of the Contribution
Advi('crs Act of 1940). 

4) (If applicable) I am also a "qualified purchaser" within the meaning ofSection 2(a) (51) of the 
Contribution Company Act of 1940, in that (selut all that apply): 

0The contributor is a natural person who 's "contributions," including "contributions" owned jointly or as 
community property with contributor's spouse, has a value, net of acquisition indebtedness, ofat least $5 million. 

0The contributor is a t:r'U$t not farmed for the specific purpose of buying an intere. l in the f'unds that was 
established and funded by persons who meet one of the definitions of "qualified purchaser" in this Part and for 
which contribution decisions are made by persons who meet one of such definitions. This includes IRAs, Keoghs, 
and similar retirement planning vehicles. owned and directed by qualified purchasers, as well as contributions by 
participant-directed employee benefit plans where the participant is a qualified purchaser. 

5
Thla ()oj;umont t. lntonO.d y f« tM UH of tM f*$0ft to WhOm It hu been delivwed fOI' ttHt purpoH of dlscUQing a poaalble 
contribution In the Agency Bond$ <leWibed l'iereln, and It not to be produced or dlstributed to any other perso1111 PERIOD. DISCLAIMER: Areta, 
U..C Ia NOT • Unn.d State�  Dflll.r or lkoker or US A!Maor. This documant Is never to be considered a solicitation for 811Y purpoee In 
any fonn or content. Upon 111ceipl of lhls dOOJmtnt you, M Redplent, hereby  this warning and disclaim«. If ad<novM<Jgmoot is not 
accopted ploaee rotum dOCI.Im1ilnl C<JPY \Q r lrntnol"llaloly. 
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SSN* -----------------------------------------------------

Title _________ _ 

_____________ _ 

Ad ss*---------------------------------------------------------

------

------------------

Phone• Fax: Email: 

Last Name• 

SSN* CS!u.ntrY CWhge they live)* 

Addre "'-------------------------------------------------------

live)* -------------------

READANDAPPROVED! ____ -- ------------
NAME 

O'I11e contributor ls a family company not formed for the specific purpose of buying an interest in the Funds whose 
"contributions" have a value, after subtracting the deductions described below, of at least $5 million. 

0The contributor is a corporation or partnership (whether or not fonned for the specific purpose of buying an 
interest in the Funds) all of whose securities and other ownership interests are beneficially owned by qualified 
purchasers. 

5) How did you find out about Arete? 

6) What are the origins of the funds being provided? 

7) Contact Information (Asterisks indicate required fields) 

*First Name• Last N m 

Occupation 

Organization* Website, 

City• State I Province• Zip I Postal Code* 

Country (Where you currently live)• 

8) neficiary Contact Information (Asterisks indicate required fields) 

First Name• 

City* State I Province* ____Zip I Postal Code* 

Country (Where you currently 

Phone• Fax: Email: 

r represent and certify that the foregoing infonnation is true and accurate and that I will promptly notify Arete of any 
material changes in the intbnnarion submitted. 

DATE 

DISCLAiffER: Artte, 

DIVISION EXH. 14 

Thl• Do<;Ym.m '- ln«mdfo<l •Q�oay fol'  u.. of ttl• penon to wnom It has boon dellwNCI for tho putpOH of dl-mg a poulbk
contribution In the Agency Bonds described herein, and Ia not to be produced or distribUted to any other persons PERIOO.
U.C I• NOT • United 8tatae S.C\lrit!a DNJer or Bnlker or U8 A.lfvbor. This document Is never to be considered a ll<llk:lta!lon for any purpose In 
any form or content. Upon pt o111lla mont )'OU, a& plant, hefflby II!Jknowleoge lhl5 warning and dlsdoalmer. If ac:kn ent Is not
accepted please rerum d()()IJ!'(!Mt copy to Send« lmmodlamty. 

6 



CUSIP Committee on Uniform Se.curi/jJ Identificgfion 
Procedures 

CONTRIBUTION OBJECTIVE 

The contribution objective of the Company is to achieve attractive consistent absolute returns by 
contributing in Agency Bonds that are Principle Protected. To this end, Arete will build a working model
that applies the purchase of an Agency Bond and, utilize the Pre-paid Principle of the Agency Bond in a 
Subsequent Trading Environment, in order to facilitate a value of return that is both Principle Protected 
and typically Produces Higher Yields than stand-alone Annuities. Agency bonds are issued in a variety of 
structures, coupon rates and maturities. 

This is our ability to Purchase, Trade, Create Spreads and Markets within the purchase or sale of these 
specific types of Bonds that are protected by the Full Faith Credit of The United States - Both in Coupon 
Payment and Re-Sale ability. Also utilizing the Pre-Paid Principle in overnight banking sweeps to earn an 
additional interest return of value. This is also referred to as the federal ftmds rate, or fed ftmds rate, is the 
target interest rate for overnight lending and borrowing transactions between banks. Other types of Bonds 
include US Treasury Notes/Bills, US Government Agency Bonds, Ginnie Mae, and Unit Contribut1on 
Trusts, just to identifY a few. 

Arete, LLC, and "Manager", believes that the application of our Trading Environment utilizing
opportunistic agency bond products and pricing primarily applied will produce attractive contribution 
returns, regardless of the direction of the overall performance of the markets. The Company will be 
actively managed with a focus on "high probability purchase situations" or best pricing spreads with good 
liquidity. These situations are believed to offer limited downside with timely upside potential. Limiting 
exposure to the markets when these situations are not present could result in extended periods when 
Company liquidity is high. 
Additionally, the Manager believes that the combination of a diversified Company consisting of a sound 
Business Project with the Company's prescribed contribution (the Company's own value) offers a further 
unique opportunity to its contributors in that it will serve to provide a positive hedge component to the 
Company. These Assets will be utilized to fwther provide protection of Contributor Contribution. 

In general, the agency bond market is considered a liquid market, in which contributions can quickly and 
easily be bought and sold. However, as explained below, some agency bond issues have features that
make the bond is..<mes more "structured" and complex, which can reduce liquidity of these Products. Arete 
only works with Triple A or AAA type of bonds assuring liquidity. These bonds also have a specific 
identifier or a CUSIP number. 

The acronym 
and 

American securities 

United States and Canada. 

typically refers to both the 
the 9-<:haracter alphanumeric security identifiers that they distribute for all North

for the purposes of facilitating clearing and settlement of trades. The CUSIP 
distribution system is owned by the American Bankers Association and is operated by Standard & Poor's. 

The CUSIP Services Bureau acts as the National Numbering Association (NNA) for North America, and 
the CUSIP serves as the National Securities Identification Number for products issued from both the 

Thh• Ooc1Jment llt lnt.nO.d •oki!:Y for the VM of tn• I*'K" to wf>Qm It hN bMn d4Hlv.,..d for the IIWPO*• of di-.lnlil • ponlblo
cont11butlon in the Agency Bond& dewibed tlereln. Srnl not to be prodUced or di$b'lbuted to eny other ptli'WI$ PERIOO. DISCLAIMER: .vet., 
LLC Ill NOT 1 Unlttd StatN s.curftiM DNitr or Bfoktr or US Mv�Jor. Thla doc\lment Is llfNet to be COillldered a citation for any purpos.e In 
any fonn or oontent. Upon pi of !hi$ doa.iment you, u Redpleot, ho,.by acknowltdge thili warning and dlsclllimer. If ad<nowk!dgment I$ not 
accep!ad pleaao ll>lum documool copy to Sondllr im y. 
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ProprietarY Planning For Future Our Protection - The 

Our Proprietary Working Model is a like-kind annuity hut is not an annuity. Our model uses one of the 
same components that make up an annuity from an insurance company. We utilize the same Agency 
(Government) Bonds that annuities use to provide the security and consistent value to the contributor. Our 
Model does not have the same costs and advertisement fees as a typical annuity. Thus we provide our 
model with a str.right forward return to the contributor. Our model mimics an annuity, thus, we will use 
the annuity example for our discussion purpose here within. 

An Annuity can be defined as money contract between a person and the insurance company. It provides a 
guaranteed regular income to the policyholder for life, or for a specified period. The annuity is typically 
bought with a single lump-sum contribution . The most important benefit is the stream of regular monthly 
or yearly income payable at a specified age until death. It is a suitable instrument for consumers wishing
to hedge and address the risk of living beyond their means. In fact, some financial experts believe that 
everyone, especially retirees, who has just adequate savings, should buy an annuity or similar product.
This ensures that the savings can meet living expenses and last for a lifetime. 

The annuity premiums (the funds the insurance companies collect from clients) are invested in 
government bonds, highest-grade corporate bonds and "A" rated real estate to deliver income that is 
considered to be safe and relative ly consistent. These more conservative products keep the principal safe 
because it is not affected by stock market volatility. On matwity, our working model provides the 
concerned person with an assurance to reduce longevity risk. Our working model contributes in a product 
plan from an insurance company, banks, financial institutions, or firms. Therefore, our working model is 
assured certain results. Principal protection in our working model can be categorized in three simple 
ways: 

1. The working model applies a plan with a fixed rate same as an Annuity Fixed Guaranteed Rate. 
2. You cannot lose your principal when you deposit money in our proprietary model as long 
as you do not withdraw your capital early. 
3. Our proprietary model's asset allocation allows for a flexible premiwn (additional value that 
can be added at a later date) and is backed by the Full Faith and Credit of the United States. 

Our purchase of agency bonds and their protection provides our working mode! and its contributor 's 
safety and security of principal with a fixed coupon. In the world of fixed-income securities, agency 
bonds represent one of the safe products, and are often compared to Treasury bonds (T-bonds) for their 
low risk and high liquidity. 

An Exciting New Proprietary Working model 
The Table below shows the example of income available for a contributor who places $100,000 in the 
proprietary working model. Some Income annuities offer income distribution opportunity after year five. 
The calculation shown below reflects the possibility of a Quarterly Distribution equal to the coupon rate
of six percent (6%) of the outstanding principal balance - calculated monthly (one of the highest currently 
being offered), or roll forward the 6.0U/o coupon creating a higher Accumulation Value before income is 
taken. 

that 

Thla Dowm<Hit k l

any f
a.:x;eptOjj plll'l!$0 return documoot copy !<> Sender Immediately. 

Please note that bonus annuities may include changes to the elements used to detennine interest credits 
are not included in similar annuities without a bonus. These changes may include lower current 

interest rates, higher surrender charges, longer surrender charge periods, lower participation rates or caps, 

nl.'llnd<t<l • Y 10<' If>• u.-. of ttl•  to whom It ball been delfw.ntd 10<' tM purpose of c:II��CUHing a poalllbl6 
<X�ntrllxrtlon In the Agency Bond& deactfbed heroin, and Is not to be prodUOod or dllllrlboted to MY other persons PERIOD. DISClAIMER: Antta,
U.C Ia NOT a Unltlld Sta1H  Deal., or Broker Of' US Advisor. This document Ia nev6f to be consldtlred a solldtallon for eny pu!pOiR! In 

onn or <;OAtent. Upon receipt Of lh!a dro.Jmant you, as Redplant, hereby a e !his wamlng and dlsclalm6f. If ackn<rotlfedgment IS not 
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$ 

gfter first fuU guar(er hgs /Jeen experi£qced. 

higher spreads, or other changes. The amount of charges or reduction of interest credits may exceed the 
amount of the bonus. 

Just like bonuses, there is a range on the returns different annuities pay on their accumulation values. This
6.0% Coupon Payment Rate (CPR) is one of tbe highest returns currently available. In this example, the 
Distribution of the CPR is provided on a Quarterly Basis. The CPR Value is calculated on a monthly 
basis. 

The Annuity Withdrawal Percentage is used to calculate the income value you can withdraw. 
annuities increase the Withdrawal Percentage every year and other annuities increase the Withdrawal 
Percentage only once in 5 years or once in 10 years. The Working Model Quarterly Distribution within 
the first five years provides a significant value advantage to the contributor of our proprietary model as
shown below. 

Some other annuities will make this contributor wait until age 75 or even 80 before increasing the payout 
percentage. This annual increase in the Withdrawal Percentage is important \J<;cause not everyone can 
wait an extra couple of years for increased income. If you want to receive lncret:ISes in your income at 
any age, you may want to seriously consider our proprietary working model such as the one below. 

Some 

Disclaiming Notes: 

2. All distribution withdrawals will occur the 
3. We calcul ate no changes to the model and are before fees. 
4. This is not a contract and shows withdrawal benefits. 
5. Tax implications are not reflected in the illustration. Please consult a professional tax advisor for 

l. Calculations presume an agency bond interest rate of 6.0 /. on tbe outstanding principal balance. 

Distribution Quartely
End of Year Contribution Valve YrValue@ 6% Percentage Distribution 

Issue s 100,000.00
l 5 100,000.00 $ 6,000.00 6o/o $ 1.500.00
2 $ 100,000.00 s 6,000.00 6% $ 1,500.00
3 $ 100,000.00 $ 6,000.00 6% s 1,500.00
4 $ 100,000.00 $ 6.000.00 6% $ 1,500.00
5 s 100,000.00 $ 5,000.00 6% $ 1,500.00 

Total :so.ooo.oo W.OO'Yi. 

Example shows the distribution beginning in year one and taking the withdrawal percentage over 
the remaining time frame. Each distribution is provided on a Calendar Quarter Basis and begins 
in the Quarter following the original contribution. I.E. if the contribution is made in February of
2012 then the first distribution occurs after the first full Quarter has been experienced. Thus the
distribution would be provided after June 30th, 2012. 

information on taXes. 

9 
conbibutlon in the  6ooC11 descnbed herclll, 00<1 Is not to be produced or di81l'ibW!d to any o1her pei'IIOI16 PERIOO. DIICl.AIMER: Aret.. 
UC Ia NOT • Unfte.d Stlfaa a.curltln DHiw M Brokllf or us A.dviacw, This doc;urnetU Ill llfiVer to be COll1lklered a aolidlallon for any pUrpose In 
Thla Do<;umtmt k> lntt'n<M>d y for 1M UN of 1M  to wt>om It hu bMn "'"""' for tn. purpose of di  a pu.nlbi41 

any rorrn or COI'It8lrt. Upon re<:e!pt of this doctJment you, as Recipient. Jmreby lldm  !hla wl!U'I1lng lll"KK dltc:lalmer. tf lldm  J• not 
od plealiO return dwunumt copy to Sender lmmedla!ely. 
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whv unnecessm o(dme increase vour withl/rawal percentage'! 

Proprietary Has No Hidden 

So wait an amount to 

Consider an example where the product features for two annuities are exactly the same with the exception 
of how often withdrawal percentages increase. One annuity increases the withdrawal percentage annually 
and the other annuity increases the withdrawal percentage once every 1 0  years. 

While the payout amounts are the same for certain ages such as 60 and 70, the income amounts are higher 
for the other years on the annuity that increases withdrawal percentages annually. Therefore, as a smart 
consumer, you want to select the annuity that increases withdrawal percentages annually-ifthe annuity
has the other features and benefits you want. 

for a contributor who wants to take value at a "step--up age," there is no difference. For example, if two 
contributors each wanted to start their income at age 70, it would not matter if they purchased Annuity A, 
Annuity B or Annuity C. In each ofthese three cases, the payout starting at age 70 would be 6% per year. 
However, there might be other differences between these three annuities that would lead you to select one 
annuity instead ofthe other two annuities. 
If the contributors wanted to turn on their income at different ages, there could be a big difference 
between the three annuities shown below. Annuity C shown below increases the payout amount annually.
All else being equal, if a contributor wanted to tum on his or her income at a younger age, he or she 
would benefit by selecting Annuity C, if you did not own Annuity C, you could miss out on thousands of 
dollars of income. 

Below is an example ofthe different payout amounts you might see for different annuities: 
_ Annuity A - Payout % = 5% at 6% at 70, 7% at 80 and above 
(_; Annuity B - Payout % = 5% at 

60,
60, 5.5% at 65, 6% at 70, 6.5% at 75, 7% at 80, 7.5% at 85 and above 

l .. Annuity C - Payout % = 5% at 60, 5. 1% at 6 1 ,  5.2% at 62. . .up to 8% at 90 

Ourproprietary modelpayout muy begin now or accumulate thru yearfwe andprovidesyou with 6% 
regardless ofage! 

Our Model Fees 

Various fees and mutual fund fees consumed almost 7.80% of a contributor's lifetime contributions 
during the first decade oftheir retirement The fees are used for but may not be limited to compensation 
for representatives and advertisement. Many financial people like to say that historically, ..on average," 
the stock market rises about lOo/e to 12% per year I, ifyou include dividends. However, as you now 
know, these historical averages can be deceiving. 

The Dow Jones Industrial Average actually has an average annual price appreciation return of
ONLY 4.80% during the 110+ years of its existence2. 
During some years, the returns will be higher and during other years, the returns will be much lower. As 
you have learned, you may experience periods of 15 years or longer in which you make NO money at all
in the stock market. Thus, you cannot anticipate or expect to receive any consistent return on a regular 
basis due to the fact that the stock market experiences large fluctuations in value from year to year. 
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In fact, huge plunges in stock market value seem to be occurring with increasing frequency, as we saw 

during 2000..2002, again in 2008 and in the May, 201 0  "flash crash" that wiped out nearly $1 trillion in
market value in less than one day. Stock markets around the world are becoming more volatile and more
intertwined. A debt crisis in the relatively small country of Greece, which does relatively little trade with 
the United States, helped precipitate the nearly $1  trillion flash crash of May, 201 0. 

Over the past ten years, the Dow Jones Industrial Average has averaged a slightly negative return of-
0.69% on its compound annual growth rate 4• Our proprietary model has no hidden fees. 

We are a private company and carry no additional fees for representatives, or advertisement. In fact, if 
you have reached us or are reading this infonnation without being introduced to us through an existing 
relationship - Please stop immediately and contact us ASAP. 

A 

From day one, you can see our "like kind annuity" provides a Distribution Value at a higher rate than 
does other annuities and that it also gives you a higher Withdrawal Percentage than does the other annuity 
products. Our proprietary working model will provide more tluln other 412nuity products virtually every
single year on these two crucial factors: the Account Value increase and the Withdrawal Percentage that 
is provided to you. In addition, our proprietary working model offers you the safety you deserve from 
being backed by the full faith credit of the United States. 

There are no hidden fees like 12B 1's, or high pay to representatives, or expensive advertisements. 

Most people have to work many, many years to be able to save a certain value they need for retirement 

after paying income taxes and after paying their living expenses. 


Getting the most out of your money is always an important goal to keep in mind . As you have seen from 
our case study, our proprietary working model shown above can potential ly help you reach your income 
and retirement goals while consuming much less money than other like kind annuities. 

By contributing in our proprietary working model, you have the opportunity to receive one of the highest 
value streams currently available from any ..like kind annuity" product. This is true regardless of the 
amount of value you place in our proprietary working model beyond the minimum. Our Model offers you 
the possibility of significantly increasing your value stream for each dollar deposited. 

1, 2, 4 
&
3 Bloomberg Institutional Trade Platform News 
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REDACTED 

TRANSFER OF INTERESTS Contributors may not transfer their Interests to third parties w ithout the 
prior written consent of Arete. Subject to certain except ions, the Company is seeking to raise a maximum 
of $500 m illion in total contribution capital from Arete and Contributors in the Company; Arcte may 
choose not to accept any contribution for any or no reason . 

COI\<1P ANY MANAG EMENT The Company is not requ ired to register, and has not registered, as an 
investment company u nder the Contribution Company Act of 1 940 {as amended the " I  940 Act"). An:�te 
(Arete, LLC) is responsible for the management of the Company .  Arete wi l l  receive a Management Fee 
equal to J %  (one percent) NAY (Net Asset Val ue) per year and distributed at the beginning of the first 
calendar quarter. 

B.ENEflCIARlES Following any unfortunate death of the account contributor, disbursem ents must 
contin ue at the same time frame and rate as they were before the account contributor's death. 
Beneficiaries must receive the same d isbursements for up to the time frame remaining in the schedu le of 
the Bond Ho ld ing. If no distributions were made before the death of the account holder, distributions 
must be made to the beneficiaries over the Bond Holding Time Frame. On qualified funds the 
d istributions must begin  after the year the policyholder would have turned 70 and a half. 

Benetic iaries are Primary and/or C ontingent Beneficiaries of my contribution . l n  the event of this 
unfortunate situation as to the death of the contributor. the balance in the account sha l l  be paid to the 
primary bcm:liciari�:::; who survive the contributor in equal shares (or a::; in the specified ::;hares ind kated). 
If none of the primary beneficiaries survive me, the balance in  the account  sh a l l  be paid to the Contingent 
beneficiaries who survive me in  equal shares (or in  the specified shares indicated). A beneficiary must be
id entified and proper information gathered within the provided beneficiary informatil1n fields. 

This Document Is Intended solely for the use of the JWI$On to whom It has been delivered for the purpose of discussing a possible 
contribution in the Agency Bonds described herein. and is not to be produced or disbibuted to any other pllrsons PERIOD. DISCLAIMER: Arete, 
LLC is NOT a United States Secu rities Dealer or Broker or us Advisor. Th1s document 1s never to be considered a solicitation for any purpose m 
any form or content. Upon receipt of thiS oocument you, as Recipient. neret:>y ael<.nowledge this warning and disclaimer. If ael<.nowledgment 1s not 
accepted please return docu ment copy to Sender im mediately. 
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IF/ s-,J Jnl., 

l-  W Title ------------
__________ _ 

'Btr!! <: _J_.A_,..)_J:J ___________ _ 

City•f: A ?rovince+:1'£.. 7 t.Sco'£ 
_fJ-:..;:S.::::..A::;_;_ _________ _ 

Z.t.Q_:.�l ·lZZ�.Yax::Zio G & 

SSN* Country (Whgre they l ive)" 

Address" ------
-------· ('ode* ------

live)* -------------------

REDACTED 

0The contributor is a family company notformed for the spcc{fic· purpose of buying an inWI'lJst in the Funm: whose 
"contri butions'' have a value, after subtracting the deduCtions descnbed below, of at !east S5 million. 
0Thc contri butor is a corporation or partners hip (whether or not formed tor the specific purpose of buying an
interest in the Funds) all of whose ecurities and other o nership interests are beneticially owned by quali fied 
purchasers.
5) How did you fin d  out about Aret<·? 

6) What are the origins of tbe fu nds beina provided? 

---·-···-- -------·-·-·--•-- · ·--- ·-··-·-·--·- , •-w• "  ""' ' " "'-"·w-,rl- -

7) Contart Information (Asterisks ind icate required fields) .
,. M 

Occupation j:j .A.! A '.J.J&,� l!) .,t:::::!(
Organization• _ .  · -·- ·· ··-·- -------Website 

Address" B ( :��-
ti'!J2!5!. 1!-�_(f�'!"!_ tate I Zip I Postal Code* 


Cou ntry ( W  here you currently live )''' 


Phone" 

••. 

· &9J8161 Email :  n-:J / {jJ ,t:;t..CSII..r-Ai.rr 
8} Beneficiary Contact Information (Asterisks indicate requ ired fields) 

First Name* Last Name• 

City* State I Province* Zip I Postal 

C'ounrry (Where you currently 
Phone* Fax: Email: 

I represent and ccrtl1y that the fore gomg information is true ;md accurate and that I will promptly not i fy Arete of :my
material changes in the information subm itted. 

REAl) ANI) APPROVEO: 
NAME DATE 

6
lllts Document 1s lntenaea solely for me uu of tne person to whom It ha& been deliverod for the pu!J101Ht of dls<:�»&lng a p<n&lblt�
contrlbtltlon rn tr.e Agency oonas oescnoeo nen;;ln. and is not to be produced 01 dis!fill\Jied to any cthet ptm;OO  PERIOD. DISCLAIMER: Al'lJW, 
LLC is NOT a Unitod States S ritioa Ooalot or Srokor o  US Advhmr. Thts documen! •s nev�<r to hll cOnl\ldered a sol!ctta non lor any puroose in 
any form or content Upon roceipl ol th<s docun nt you. as Recipient, hereby a&nowl<il<J9e this warning and disc!a 1mar If acknowledgrnanl is rot 
accepted please return document copy to Seridot imm«<iately. 
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REDACTED 
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th.:· infnrml!tion so thnt we mlt} your· r:·ontrihutor Stutus. Pk:}lSC retu rn the 
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REDACTED 

0The contributor is an entity with total assets in excess of $5,000,000 which was not formed for the purpose of 
investing i n  any of the  Funds and which is one of the following: (a) a corporation; (b) partnership; (c) a l im ited 
l iabi lity company; or {d) a business trust; or a tax-exempt organization described in Section 501 (c) (3) of the Internal
Revenue Code of 1 986, as amended (t'1e ''Code").

0The contributor ls a personal (non-business) trust with total assets in excess of $5,000,000 which was not formed 
for the purpose of investing in any of the Funds and whose dec isions to invest in the Funds wil l  be directed by a 
person who has such knowledge and experience in financial and business matters that he/she is capab le of evaluating
the merits and risks of an contribution in the Funds. 

0The contributor is an employee benefit plan withi n  the meaning of Title J of the Employee Retirement Income 
Security Act of l 9  74 (including an I nd ividual Retiremem Plan and KEOGH) which satisfies at least one of the 
fo llowing conditions: 

• it has total assets in excess of$5 ,000,000; or 
• the contribution dec is ion is made by a plan t1duciary which is a bank, savings and loan association, 
insurance company or registered contribution adviser; or 
• it is a selt"'·direcred plan (i .e. ,  a tax·qualit1ed det1ned contribution plan in which a partic ipant may exercise 
contro l over the contribution of assets credited to his or 
her account) and the decision to invest is made by those partici pants investing, and each such participant 

qual ifies as an accredited contributor. 

0The contributor is an employee benefit plan established and maintained by a state, its political subdivisions or any 
agency or instrumentality of a state or its po l it ical subdivisions, wh ich has total assets in excess of $5.000 ,000. 

0The contributor is licensed, or subject to supervision, by U .S. Federal or state examin ing authorities as a "bank," 
"savings and loan association," "insurance company," or "small  bus iness contribution company" [as such tcnns are 
used and defined in 1 7  CFR §230.50 1 (a)J or is an account for which a bank or savings and loan association is 
subscr ibing in a fiduc iary capacity and over wh ich such fiduc iary exercise-; contribut ion discretion. 

0The contributor i s  registered with the United States Securities and Exchange Commission as a broker or dealer or 
an contribution company, or has dcctcd to be treated or qualifies as a "business development company" (with in the 
meaning of Section 2(a) (4 8) of the Contribution Company Act of 1 940 or Section 202(a) (22) of the Contribution
Advisers Act of 1 940). 

4) (l f a  pplkahle) I am a lso a "qualified pur('haser" within the m eaning of Seetion 2(a) (S t )  of the 
Contribution Co mpany Act of 1 940. in that (select all that apply): 

0The contr i  butor is a natural person who 's "contributions.·· inc luding "contributions" owned joint ly or as 
community property w ith contributor's spouse, has a value, net of acquisition indebtedness, of at least $5 m i l l i  on . 

0Thc contributor is a trust not formed for thi! w.:cifl.: pmpos<? <{! buying WI interest in th<.? Fund> that was 
estab l ished and funded by persons who meet one of the definitions of "qualified purchaser" in this Part and for 
wh ich contribution decisions are made by persons who mee;:t one of such delinitions. This includes lRAs. Keoghs. 
and si m i lar retirement plann ing vehicles, owned and directed by qualified purchasers, as well as contributions by 
participant-d irected employee benefit plans where the participant is a quali fied purchaser. 

5
Thle Oocumont Is Intended solely for the use of the person to whom It has bun delivered for the purpose of discussing a pQSSible 
contribution in the Agency Bonds described herein, and is not to be produce<l or disttibutod to any other perscns PERIOD. OISCLAJMER: Arete, 
!.LC is NOT a United States Securities Dealer or Broker or US Advisor. This document is never to be conlilt.1erl!!1 a solicitation for any purpose in 
any form or content. Upon receipt of thi$ (1ocument you, as Recipient. hereby acknowledge this warning and disclaimer. If acknowledgment ill not 
accepted please return document copy to Sender immediately. 
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$ 

$ Total 33,822.56 33.82% 

accepted please return document copy to Sander immediately. 

REDACTED 

higher spreads, or other changes . The amount of charges or reduction of interest credits may exceed the 
amount of the bonus. 

Just l ike bonuses, there is a range on the returns di fferent annuities pay on the ir accumu lation values. This 
6.0% Coupon Payment Rate (C PR) is one of the highest returns currently available. In this example, the 
Distribution of the CPR is provided on a Quarterly Basis. The CPR Value is ca lcu lated on a monthly

basis. 

The Annu ity W ithdrawal Percentage is used to calculate the income value you can withdra\v . Some 
annuities increase the Withdrawal Percentage every year and other annuities increase the Withdrawa l 

Percentage on ly once in 5 years or once in 1 0  years. The Working Model Quarterly Distribution w ithin 
the first five years prov ides a sign ificant value advantage to the contributor of our proprietary model as 
shown below. 

However, taking a closer look at the Table 2 below, you can see that the longer a contributor waits before 
util izing the Withdrawal Percentage, the account grows by over three and a half additional percent
(3 .5%). If a contributor decides to receive the Withdrawal Percentage Distribution the yearly value is 
$6,000.00 or $30,000.00 at the end ofyear five. However, if the contributor waits to receive income until 
the end of year five, that same Withdrawal value is $33 ,822. 56-- a three and a half percent add itional 
increase . 

Some other annuities will make th is contributor wait until age 75 or even 80 before increasing the payout 
percentage. Th i s  annual increase i n  the W ithdrawal Percentage is important because not evct)'one can 
wait an extra couple of years for increased income. lfyou want to receive increases in your income at 
any age, you may want to serio us{v com;ider our proprietary workillg model such Wi lit e one belo w. 

Distributit;!!l 
End of Year Contribution Value Yr Value @ 6% Percentage Distribution 

Issue $ 100,000.0(


1 s 100,000.0( s 6.000.00 6% $ 1,  500.00 

2 $ 100,000.0(1 $ 6,000.00 6% $ 1.500.00 

3 $ 100,000.0{• $ 6,000.00 6% $ 1,500.00 

4 $ 100,000.00 $ 6,000.00 6% $ 1.500.00 


Issue s lOO.O<XJ.OO 

1 s 106,000.00 $ 6,000.00 0% $ 6, 000.00 

2 $ 112,360.00 $ 6,360.00 096 $ 12, 360.00 

3 $ 1 19,101 .60 $ 6,741.60 096 s 19,101.60 

4 s 126,247.70 $ 7,146.10 0% $ 26,247.70 

5 $ 133,822.56 $ 7,574.86 0% s 33,82 2.56 


s $ 100,000 .0{1 s 6.000.00 6% $ 1,  500.00 
Tot<�l 30.000.00 30.00% 

Accumul ated Withdrawal Yea r Five 

. End of Year Contribution Value Yr Value @ 6% Percentage Accum ulated Value--- - --·., 

Example shows the distribution starting at the end of year five and taking the withdrawal 
percentage over the remaining time frame. 

9
This Document ie lnwnded sol�tly for the use of the pe111on to whom It has been delivered for the purpose of discussing a ponlbl«�
contribution in the Agency Bonds described herei n. and is not to be produced or distributed to any other persons PERIOD. DISCLAIMER: Ar&t&,
l.LC Is NOT a United States Securities Dealer or Broklll' or US AdvilfOr. This document ;,. n.,ver to be consideted a solicitation for any purpose in 
any form or content Upon receipt of this document you, as Recipient, hereby acknowledge this warning and oiscti!lmer. If acknowledgment is not 
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why alt tlltltece.lfisary o{time your percentage? 

Proprietary 

REDACTED 

Disclaiming Notes: 
1 .  Ca lcu lations presume an agency bond interest rate of 6.0% on the outstanding principal balance. 

2. Any distri bution withdrawa ls  taken wi l l  reduce the possible Accumulated Withdrawal Value.  

3 .  We calculate no changes to the model and are before fees. 

4. Th is is not a contract and only shows withdrawal benefits . 

5 .  Tax impl ications are not reflected in the i l lustration. Please consult  a pro lhsiona l  tax advisor 1\.)r 
information on taxes. 

So wait ammmt to increase with dra wal 

Consider an example where the product features for two annuities arc exact ly the same w ith the exception 
of how often withdrawal percentages increase. One annuity increases the withdrawal percentage annually 
and the other annuity increases the withdrawal percentage once every 1 0  years . 

While the payout amounts are the same for certain ages such as 60 and 70, the income amounts are higher 
for the other yea rs on the annu ity that increases withdrawa l percentages a nnua lly. Therefore, as a smart 
consumer, you want to select the annuity that increases withdrawal percentages annually-if the annu ity 
has the other features and benefits you want. 

For a contributor who wants to take value at a "step up age," there is no difference. For example, if two 
contri butors each wanted to start their income at age 70, it would not maner if they purchased Ann u ity A,
Ann u ity 13 or Annuity C. In each of these three cases, the payout starting at age 70 v¥ould be 6% per year. 
However, there m ight be other differences between these three annuities that would lead yon to select one 
annu ity instead of the other two annuities. 

If the contributors wanted to tum on their income at different ages, there could be a big d i fference 
between the three annuities shown below. Annuity C shown below i ncreases the payout amount ann ually. 
All else being equal, if a contri butor wanted to turn on his or her income at a younger age, he or she 
would benefit by selecting Annu ity C, if you did not own Annuity C, you could m i ss out on thousands of 
do ! Iars or income. 

13elow is an example of the different payout amounts you m ight sec for different annuities: 
Annuity A - Payout % = 5% at 60, 6% at 70, 7% at 80 and above 

Ann uity B - Payout % = 5 %  at 60, 5 .5% at 65,  6% at 70,  6.5% at 75, 7% at 80, 7 .5% at 85 and above 
Annu ity C - Payou l %  ""' 5% at 60, 5 .  1 %  al 6 L 5 .2% at 62 . . .  up to 8% at 90 

Our proprietary model payout may begin now or accumulate tll ru year five attd provides you wit/t 6%
regardless of age! 
Our Model Has No Hidden Fees 

Various fees and m utual fun d  fees consumed almost 7 .  80% of a contributor's l i fetime contributions 
during the first decade of their retirement The fees are used for but may not be l imited to compensation 
for representatives and advertisement. Many fi nancial people l ike to say that h istorically, ''on average," 
the stock market rises about 10% to 12% per year 1 ,  if you inc lude dividends. However, as you now 
know, these historica l averages can be deceiving. 

The Dow Jones Industrial Average actually has an average annual price appreciation retu rn of 
ONLY 4.80% during the 110+ years of its cxistcnce2 . 

This Document Is intended sOlely for the use of the person to whom it has been delivered for the purpose of dlscuSI5ing a possible
contribution in the Ageney 8Mds des<:ribed hefein. and is not to be produced or distributed to any other persons PERIOD. DISCLAIMER: Arete, 

I.I.C Is NOT a United States Securities Oeal<�r or Broker or US Advisor. This document IS never to be considered a solicitation for any purpose in 

any form or content Upon receipt of this decurrent you, as Recipient. hereby acknoWledge this warning and discl<�imer. If acknoWl edgment is not

accepted please return document copy to Sender immediately. 
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Quick Re-Cap 

htt!l://observationsandnotes.blogspot.com/2009103/average-annual-stock-market-return.html 
http://www.itulip.com/realdow.htm 

I I  

REDACTED 

During some years, the returns will be higher and during other years, the returns will  be much lower. As 
you have learned, you may experience periods of 1 5  years or longer in which you make NO money at all 

in the stock market. Thus, you cannot anticipate or expect to receive any consistent return on a regular 
basis due to the fact that the stock market experiences large fluctuations in value from year to year. 

In fact, huge plunges in stock market value seem to be occurring with increasing frequency, as we saw 
du ring 2000-2002, again in 2008 and i n  the May, 20 l 0 "flash crash'' that wiped out nearly $1 trillion in 
market value in less than one dal . Stock markets around the world are becoming more volatile and more
intertwined. A debt crisi s  in the relatively small count!)' of Greece, which docs relatively little trade w ith 
the Un ited States. he l ped precipitate the nearly $ 1  tri l l ion flash crash of May. 20 I 0. 

Over the past ten years, the Dow .Jones Industrial Average has averaged a s l ightly negative return of-
0.69% on its compound annual growth rate4• Our proprietary model has no hidden fees. 

We are a private company and carry no additional fees for representatives, or advertisement. In fact, if 
you have reached u s  or arc reading this infonnation without being introduced to us through an cxisti11g 
relationsh ip  - Please stop immediately and contact us ASAP. 

A 

from day one, you can see our "like kind annuity" prov ides a Distri bution Value at a higher rate than 
does other an nuities and that it also gives you a higher Withdrawal Percentage than does the other an nu  ity 
products. Our proprietary working model will provide more than other ann uity products virtually every 
single ye11r on these two crucial factors; the Account Value increase and the Withdrawal Percentage that
is prov ided to you. In addition, our proprietary working model offers you the safety you deserve from 
being backed by the fu l l  fa ith credit of the United States. 

There are no h idden fees l ike 1 2B 1 ' s, or h igh pay to representatives, or expensive advertisements. 
Most people have to work many, many years to be ab le to save a certain value they need for ret irement 
after pay ing income taxes and aftet· paying their l iving expenses. 

Getting the most out of your mone y is a lways an important goal to keep in mind .  As you have seen from 
our case study, our proprietary working model shown above can potentially help you reach your income 
and ret i rement goa ls wh i le consum i ng m uch less money than other l ike k ind annuit ies. 

By contri buting in our proprietary working model,  you have the opportunity to rece ive  one of the highest 
value streams currently avai  lable from any "l ike kind annu ity" product. This is true regard less of the 
amount of va lue you p lace in our proprietary working model beyond the minimum. Our Model otlers you 
the possibi l  ity of sign ificantly increasing your value stream for each dollar deposited . 

1,2,4 
& 
3 Bloomberg Institutional Trade Platform News 

This Doc ument Is Intended solely for the use of the person to whom It has been delivered for the purpose of discussing a possible
contribution in the Agency Bonds described herein. and is not to be produced or distributed to any other persons PERIOD DISCLAIMER: Areta,
lLC Is NOT a Un ited States Securities Dealer or Brok er or US AdvisOf. This document is never to be considered a solicitation for any purpose in 
any form or content Upon receipt of this document you, as Recipient, hereby acknowledge this warning and disclaimer. If acknowledgment IS not
accepted please ret urn document copy to Sender immediately, 
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ARETE, LLC 
A PRIVATE COMPANY 

A LLC "PRTVATE is a Colorado Limited Liability Corporation whose 
objective is contri buting within Principal Insured Products, or Agency Bonds. Uti l  izing these Agency 
Bonds al lows us to achieve attractive absolute returns rather than relative returns (versus a benchmark 
index). To maximize the return on contribution and best protect principal, the Company wi l l  bui ld its own 
Proprietary Working Model consisting of such Agency Bonds that are Principle Protected. 

Agency Bonds issued by Federal Government agencies-Bonds issued or guaranteed by Federal 
Government agencies such as the Smal l  Business Administration, the Federal Housing Administration 
and the Government National Mortgage Association (Ginnie Mac) are backed by the "fu l l  faith  and credit 
of the U . S .  government ", j ust l ike U.S. Treasury bonds. * Full faith and credit means that the U.S. 
government is committed to  pay interest and principal back to the contributor at matu rity. Agency bonds 
are usual ly exempt from state and local taxes, but not federal tax. 

ADVISEMENT The Company's contribution program(s) may involve risks and some elements of the 
program may be consi dered speculative. However, such Principal Insured Products, or Agency B onds, are 
backed by the Ful l  Faith & Credit of the United States Government. The contents of this Memorandum 
should not be considered to be legal, tax, or financial advice and each prospective Contributor should 
consult with his or her own counsel and advisers as to al l  matters concerning investing in the Company. 
Prospective Contributors ("Contributors") should carefu l ly read this Memorandum. 

CONTRIBUTOR'S "Contributions" in the Company arc available for purchase by, Qualified Value, 
Non Quali fied Val ue, and may also being an "Accredited Persons" per the Securities and Exchange 
Commission (SEC). As an Accredited Contributor under Regulation D of the SEC, "qualified cl ients" arc 
defined in Rule 205-3(d) under the Investment Advisors Act of 1 940 and as amended per the "Advisors 
Act" .  A l l  contributors must have executed a Contribution Agreement (attached hereto as the 
"Contri bution Agreement") and have been notified of admittance by Arete. 

CONTRIBUTIONS IN COMPANY Comributions may be considered in qual i fied, non-qua!it1ed & 
ca>h and d irected to the Company as of, or up to, the last business day of any month and are held in the 
form of "Book Capital Accounts'' . Contributors may arrange for an initial purchase of Contributions by 
submitting a completed Subscription Agreement and a payment to the Company in accordance with the 
i nstructions set forth in the Subscription Agreement and this Memorandum. 

REDEMPTION OF CONTIUBUTIONS Members may redeem the contri bution with the permission of 
Arete, or any portion of such Contributor's Contribution as of the last business day of any quarter by: I f  
A pproved : Pl ease note l ock up period of five years i s  t o  b e  determined first - THEN 

" Del ivering written notice to Aretc at lea'it 1 20 days prior to such date. 
" Stating i n  writ ing which Contributor's Interest is requested to be redeemed. 
" Acceptance by A RETE, I ,! ,C is deemed fair and reasonable. 
" A Redemption charge in year one is 5% and then 1 %  l ower each year thereafter 

The Company may, in i ts so le  discretion, approve purchases and redemptions o n  other dates andJor waive 
such notice period. 

TI1Is Do<: umont b Intended solely for tho uso of tho person to whom It has boon delivered for thG purpose of d
DISCLAIMER: Arote,

lKusslng a possible 
contribution in the Agoncy Boods described herein, and is not to be produceq or distributed lo any olher persons PERIOD. 
LLC Is NOT a United States Socurithn Do a lor or Brokor or US Advisor. This document is never to be considel'OO a solicitation for any purpose in 
;my form or content. Upon receipt of this document you, ns Recipient, hereby acknc-Medgo this war.Xng and di sclaimer. If ackno.vl edgment is not
accopted ploaso rolurn document copy to Sender immcdioiely. 
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OF INTERESTS Contributors may not transfer their Interests to third parties without the 
prior written consent. of Arete. SubjeCt to certain exceptio.ra·, the Company is seeking to raise a maximum 
of $500 million in total contribution capital from Arete and Contributors in the Company; Arete may 
choose not to accept any contribution for any or no reason. 

COMPANY MANAGEMENT The Company is not required to register, and has not registered, as an 
investment company under the Contribution Company Act of. l 940 (as amended the " 1 940 Act"). Arete 
(Arete, LLC) is responsi ble for the management of the Company. Arete will receive a Management Fee 
equal to 1% (one percent) NA V (Net Asset Value) per year and distributed at the beginning of the first 
calendar quarter. 

BENEFICIARIES Following any unfortunate death of the account contributor, disbursements must 
continue at the same time frame and rate as they were before the .account contributor's death. 
Benefici aries must receive the same disbursements for up to the time frame remaining in the schedule of 
the Bond Holding. If no distributions were made before the death of the account holder, distributions 
must be made to the beneficiaries over the Bond Holding Time Frame. On qualified funds the 
distributions must begin after the year the policyholder would have turned seventy and a half (70Yz). 

Beneficiaries are Primary and/or Contingent Beneficiaries of y contribution. In the event of this 
unfortunate situation as to the death of the contributor, the balance in the account shal l be paid to the 
primary beneficiaries who survive the contributor in equal shares (or as in the specified shares indicated). 
lf none of the primary beneficiaries survive me, the balance in the account sh:all be paid to the Contingent 
beneficiaries who survive me in equal shares (or in the specified shares indicated). A beneficiary must be 
identified and proper information gathered within the provided beneficiary information fields. 

. . .  .,, 

2
Th!s Document Is lnten®d so!Diy for tho use of lha pmson to whom It has been de!lvered for tho purpose of discussing • poulblo
contribution In the Agency Bonds described llefein, and Is not to be produced or diatributod �&any ether per.�ons PERIOD. DISCLAIMER: Arvte,
LLC Ia NOT a Un!tlld Status Securltln Pealer Of Broker Of US Advisor. Thls document Is never to be considered a soUcilallon l'ol' any purpose In 
any form or content Upon reooipt of lhla do<:ument you, as Recipient, ho!llby acknowledge this wwnlng and d!sdalmor. lt acknawledgment 111 not 
accepted please rotum document copy to Scndef Immediately. 

·.- • I • · · , ·  • ' ;.. 
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DISCLOSURE  

FURTHER DISCLOSURES FOR fLORJDA CONTRlBUTORS ONbY 

__ _ 

capital 

I f  a person is sending a letter, it is prudent to send such letter by 
Should a 

Please Initial. 

3 
DISCLAIMER: Am., 

SEC J DScott-P-0000082 

I· ;  

1. The Securities offered have not been and will not be registered under the Securities Act o f  1 933 or the Securities laws of 
any o f  the states of the United States. The Offering contemplated by this Private Placement Memorandum will be made in 
reliance upon an exemption from registration pursuant to Section 4(2) oftl,e Securities Act of 1933, as amended, anj Regulation 
D promulgated hereunder, for offers and sales of Securi ties which do not involve any public O!Tcri ng"and analogous e;�emplions 
under state Securities laws. 

2. This Private Memorandum shall not constitute an otTer to sell or a solicitation of an otTer to buy, nor will there be any 
sale of Securities of the Contributor-ship in any jurisdiction in which such offer, solicitation or sale is not authorized or to any 
person to whom it is unlawful to make such otTer, solicitation or sale. No person has been authorized to make any 
representations concerning the Company, which are inconsistent with those contained in this Private Placement Memorandum. 
Prospective Contributors should not rely on any information not contained in this Private Placement Memorandum or the 
exhibits hereto. 

3. In making a con tribudon decision, Contributors must rely on their own examination or tbe Issuer and the terms o r the 
OfTeriog including the merits and risks involved . These Securities have not been recommended by any federal or state 
Securities commissions or regulatory authority. Furthermore, the foregoing authorities have not confirmed the accuracy or 
determined the adequacy o f  this document. Any representation to the contrary is a criminal offense. Prospective Contributors 
should not oonstroe the contents o f  this Private Placement Memorandum as legal, tax or financial advice. Each prospective 
Contributor should consult their own professional advisors as to legal, tax, financial or other matters relevant to the suitability of 
an contribution in the Company for such Contributor. 

4. The Securities offered may not be transferred without the prior written eooscnt oftbe Company and A rete. In addition, 
these Securities are subject to restrictions on transferability and resale and may not be transferred or resold except as permitted 
under the Securities Act of 1 933, as amended, and the applicable State Securities Laws, pursuant io registration or exemption 
there from and may not be sold or otherwise transferred except in accordance with the requirements and conditions set forth in 
this Private Placement Memorandum. 

5. This Private Placement Memorandum is intended solely for the use of the person to whom it has been delivered fo r the 
purpose of evaluating a possible contribution in the Securities described herein, and is not to be produced or distributed to any 
other persons (other than Professional Advisors of the Prospective Contributor receiving this document). 

6. This Company will not be registered as a Contribution Company under the Contribution Company Act of 1 940, as 
amended. 

7. The Company will not be registered as a Commodity Pool under thr. Commodity Exchange Act; and the Adviser is not 
registered as a Commodity Trading Adviser under the Commodity Exchange Act. 

1 .  	 The Interests offered have not been registered under the Florida Securities Act. Each Offered who i s  a Florida resident 
should be aware that section 5 1  7.061 (i I )(a)(S) of the Florida Securities and Contributor Protection Act provide, in relevant 
part.as follows: 

"When sales are made to jive or mare persons in Florida, any sate in Florida made pursuant to section 517.06 I (I I) is 
vio lable by the purchaser in such sale either within three days after the first tender of consideration Is made by the 
purchaser to the Issuer. on agent of the Issuer or an escrow agent or within three days after the availability of that privilege 
is commUtllcated to such purchaser, whichever occurs later." 

2. 	 The availabilitY of tbe privilege to void sales pursuant Co section 517.061 of tbe Florida Act is hereby communicated 
to each Florida Offered. Each person entitled to exercise the priv ilege to void sales granted by section 5 1 7.06 1 ( l  l )(a)(5) 
and who wishes to exercise such right must, within three days after the tender of the first installment of his 
contribution to the Company or to any agent of the Company, cause a written notice or telegram to be sent to the Company 
at the address provided in this subscription agreement. Such letter or telegram must be sent and, if postmarked, postm arked 
on or prior to the end of the aforementioned third day. 
certified mail, return receipt requested, to 3SSurc that it is  received and also to evidence the time it was mailed, 
person make this request orally, he should ask for written confirmation that his request has been received. 

Thhl Do<:ument Is Intended solely for the uao of Ule person to whom It hal been dallv&red for thB purpose of dlscuaslng a ponlb!e 
contribution in !he Agency Bonds dasaibed herein, and is net to be pfOdllted or distributed to any other pen;oos PERIOD. 
U.C Is NOT a United states Securltl811 Dealer or Broker or US Advisor. This document Is never to be CO!lllldered a solicitation for any purpoae In 
any fonn or content. Upon receipt of this document you. as Redplent, henlby acknowledge this warning and disclaimer. If acknowtodgment Is not 
acc:cptod please relum dccumc:mt copy to Sender immediately. 
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Potential Ccntributor(s): 

info@aretellc.co 

... .  . ·  ' 
. •"'J,' . · ,

Please complete the following Information so that we may verify your Contributor Status. Please return. the 
completed form to Arete LLC via email at or fax to 303-459-2723. 
Thank you! 

1) Description 

0Jndividual Contributor Oservice Provider 

Ol nstitutional Contributor 0Acadeinic 

0Contribution Manager 00ther 


2) Contributor Information 

a) Contributor class b) Portfolio size 

0Individual 0Under $) million 

0Family Office Ost - 5 million 

0Pian Sponsor 0$5 - 50 million 

0Fund of Funds 0$50 million - $ 1  00 million 

0Endowment / Foundation 0$ 1 00 million · $1 billion 

ONon-US Person DOver $1 billion 

O lndividual Retirement A.':count or Keogh


c) Percentage allocated to d) Which of the following contributions do 

alternative contributions you currently own? 


O t % - t o% 0Hedge Funds 

0 1 0% - 20% 0Managed Futures 

020% - 30% 0Private Equity 

030% - 40% Oventure Capital 

040% - 50% OReal Estate 

0Above 50% 00ther 


e) Years of contribution experience 

0Less than I 0Less than 5 05-10 0 1  0-1 5  0More than 1 5  

3)  I hereby certify that I am ao accredited contributor In accordance with rule 501 (a) of  Regulation D, In 
that • • •  (please select all tbat apply) Definition or Contributions: 

0The contributor is a natural person whose individual net worth or joint net worth with that person's spouse, at the 
time of contribution exceeds $ 1  ,000,000. 

0The contributor is a natural person who had an individual income in excess of $200,000 in each of the last two 
calendar years, or joint income with that person's spouse, in excess of $300,000 in each of those years, and has a 
reasonable expectation of reaching the same income level in this calendar year. 

4 
'Thb Document Is llrtltnded solely for tho use of lllo person to whom It has been do!lvorvd for tho purpose of diKuaalng a possible
contribution in the Agency Bonds dacribOO herein, and Is 001 to bo ptoduc:ed or distributed to any other piQOilS PERIOD. DISCLAIMER: Atote,
U.C Is NOT a United States Securitlol Doalor or Broker 01' US Advbor. This document is never to bo considered a solicilatlon for ony purpose in 
any form· or content. Upon ruceipt of thi$ document you, as Redpionl, llenlby eckllowledgc this warning lllld disdalmer.  IICicnOYAodument Is not 
IIIXX!pted please nrtum document copy to Sender immediately. 
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0The contributor is an entity with total assets in excess of $5,000,000 which was not fonned for the purpose of 
investing in any of the Funds and which is one of the following: (a) a corporation; (b) partnership; (c) a limited 
liability company; or (d) a business trust; or a tax-exempt organization described in Section 50 l (c) (3) of the Internal 
Revenue Code of 1 986, as amended (the "Code"). 

0The contributor is a personal (non-business) trust with total assets in excess of $5,000,000 which was not fanned 
for the purpose of investing in any of the Funds and whose decisions to invest in the Funds will be d irected by a 
person who has such knowledge and experience in financial and business matters that he/she is capable of evaluating 
the merits and risks of an contribution in the Funds. 

0The contributor is an employee benefit plan within the meaning of Title 1 of the Employee Retirement I ncome 
Security Act of 1974 (including an Individual Retirement Plan and KEOGH) which satisfies at least one of the 
following conditions: 

• it has total assets in excess of $5,000,000; or 
• the contribution decision is made by a plan fiduciary which is a bank, savings and loan association, 
insurance company or registered contribution adviser; or 
• it is a self-d irected plan (i .e., a tax-quali fied defined contribution plan in which a participant may exercise 
control over the contribution of assets credited to his or 
her account) and the decision to invest is made by those participants investing, and each such participant 

qualifies as an accredited contributor. 

0The contributor is an employee benefit plan established and maintained by a state, its political subdivisions or any 
agency or instrumental ity of a state or its political subdivisions, which has total assets in excess of $5,000,000. 

0The contributor is licensed, or subject to supervision, by U.S. Federal or state examining authorities as a "bank," 
"savings and loan association," "insurance company," or "small business contribution company" [as such terms are 
used and defined in 1 7  CFR §230.50 I (a)] or is an account for which a bank or savings and loan association is 
subscribing in a fiduciary capacity and o:rer which such fi duciary exercises contribution discretion. 

0The contributor is registered with the United States Securities and Exchange Commission as a broker or dealer or 
an contribution company, or has elected to be treated or qualifies as a "business development company" (within the 
meaning of Section 2(a) ( 48) of the Contribution Company Act of 1940 or Section 202(a) (22) of the Contribution 
Advisers Act of 1940). 

4) (If applicable) I am also a "qualified purchaser" witbin the meaning or Section 2(a) (5 1 )  of tbe 
Contribution Company Act or 1940, in that (select all that apply): 

0The contributor is a natural person who's "contributions," including "contributions" owned jointly or as 
community property with contributor's spouse, has a value, net of acquisition indebtedness, of at least $5 million. 

[]The contributor is a trust not formed for the specific purpose of buying an interest in the Funds that was 
established and funded by persons who meet one of the definitions of "qualified purchaser" in this Part and for 
which contribution decisions are made by persons who meet one of such definitions. This includes [RAs, Keoghs, 
and similar retirement planning vehicles, owned and directed by qualified purchasers, as well as contributions by 
participant-directed employee benefit plans where the participant is a qualified purchaser. 

.. . , ,, 1 . •  

5 
This Doc;ument Is Intended sololy for lhe UISG of tho person to whom It has boen delivered for the purpoH of dlst;unlng a poulblo 
contribution !n tha Agency Bonds desaibod herein, and is net to be produced or distribulll<l to any other persona PERIOD. DISCLAIMER: Areto, 
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SSN*-------------------------------------------------------

-------------------------------- Title _________ _ 

_____________ _ 

Address*-------------------------------

_____ _ 

------------------

Phone• Fax: Email; 

SSN* Country (Where they live)* 

Address*----------------------------------

------

live)*------------------

____________________ _ 

, . 

[]The contributor is a family company not formed for the specific purpose of buying an interest in the Funds whose 
"contributions" haW11 value, after subtracting the deductions described below, of at least $5 million. 

0The contributor is a corporation or partnership (whether or not formed for the specific purpose of buying an 
interest in the Funds) all of whose securities and other ownership interests are beneficially owned by qualified 
purchasers. 

5) How did you lind out about Arete? 

6) What are the origins or tbe funds being provided? 

7) Contact Information (Asterisks indicate required fields) 

First Name• Last Name• 

cupmion 
. ' 

Organization* Website. 

City* Stme I Province• Zip I Postal Code* 

Country (Where you currently live)• 

8) Beneficiary Contact Information (Asterisks indicate required fields) 

First Name• Last Name• 

City* Stme I Province• Zip I Postal Code* 

Country (Where you currently 

Phone• Fax: Email: 

' . .  . · · .  . .  . ;.
I represent and certifY that the foregoing informmion is true and accurme and thm I will promptly notifY Arete of any 
material changes in the informmion submitted. 

READ AND APPROVED: 
NAME DATE 

6
Thl$ Document Is Intended solely for the use of the peruon to whom It has been dellvet'ed for tm purpose of dlsc;unlng a pouible 
eontributlon in tttc Al)ency Boods de5aibed IH:rein, 1111d ili i1Cit to ba produced or distributed to eny OlhC1 pcfiiOI1lJ PERIOD. DISCLAIMER: Arots,
LLC hi NOT a United States Sawritlos Dealer or Broket' or US Advl1or. This document Is nev« to be considered o salcitation lor any puJPOSB In
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Uniform Securi!y Identification 

CONTRIB UTION OBJECTIVE 

The contribution objective of the Company is to achieve attractive consistent absolute returns by 
contributing in Agency Bonds that are Principle Protected. To this end, Arete will build a working model 
that applies the purchase of an Agency Bond and, utilize the Pre-paid PriJ:tciple of the Agency Bond in a 
Subsequent Trading Environment, in order to facilitate a value of return that is both Principle Protected 
and typically Produces Higher Yields than stand-alone Annuities. Agency bonds are issued in a variety of 
structures, coupon rates and maturities. 

This is our ability to Purchase, Trade, Create Spreads and Markets within the purchase or sale of these 
speci fic types of Bonds that are protected by the Full Faith Credit of The United States - Both in Coupon 
Payment and Re-Sale ability. Also uti lizing the Pre· Paid Principle in overnight banking sweeps to earn an 
additional interest return of value. This is also referred to as the federal funds rate, or fed funds rate, is the 
target interest rate for overnight lending and borrowing transactions between banks. Other types of Bonds 
i nclude US Treasury Notes/Bills, US Government Agency Bonds, Ginnie Mae, and Unit Contribution 
Trusts, just to identifY a few. 

Arete, LLC, and "Manager", believes that the application of our Trading Environment util izing 
opportunistic agency bond products and pricing primarily applied will produce attractive contribution 
returns, regardless of the direction of the overall performance of the markets. The Company will be 
actively managed with a focus on "high probability purchase situations" or best pricing spreads with good 
l iqui dity. These situations are believed to offer limited downside with timely upside potential. Limiting 
exposure to the markets when these situations are not present could result in extended periods when 
Company liqui dity is high. 

Additionally, the Manager believes that the combination of a diversified Company consisting of a sound 
Business Project with the Company's prescribed contribution (the Company's own value) offers a further 
unique opportunity to its contributors in that it will serve to provide a positive hedge component to the 
Company. These Assets will be uti lized to further provide protection of Contributor Contribution. 

In general, the agency bond market is considered a liquid market, in which contributions can quickly and 
easily be bought and sold. However, as explained below, some agency bond issues have features that 
make the bond issues more "structured" and complex, which can reduce liquidity of these Prod ucts. Arete 
only works with Triple A or AAA type of bonds assuring liquidity. These bonds also have a specific 
identifier or a CUSIP number. 

The acronym CUSIP typically refers to both the
Procedures and the 
American securities for the purposes 
distribution system is owned by the American Bankers Association and is operated by Standard & Poor's. 

The CUSJP Services Bureau acts as the National Numbering Association (NNA) for North America, and 

Committee on 
9-character alphanumeric security identifiers that they distribute for all North 

of facilitating clearing and settlement of trades. The CUSIP 

the CUSIP serves as the National Securities Identification Number for products issued from both the 
United States and Canada. 

contribution I
any l

ocwpted please 181um document copy to Sender Immedi ately. 
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Our For The Future 
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Our Proprietary Working Model is a like-kind annuity but is not an annuity. Our model uses one of the 
same components that ake up an annuity from an insurance company. We utilize the same Agency 
(Government) Bonds that annuities use to provide the security and consistent value to the contributor. Our 
Model does not have the same costs and advertisement fees as a typical annuity. Thus we provide our 
model with a straight forward return to the contributor. Our model mimics an annuity, thus, we will use 
the annuity example for our discussion purpose here within. 

An Annuity can be defined as money contract between a person and the insurance company. It provides a 
guaranteed regular income to the policyholder for life, or for a specified period. The annuity is typically 
bought with a single lump-sum contribution. The most important benefit is the stream of regular monthly 

ior yearly income payable at a specifed age unti l death. It is a suitable instrument for consumers wishing 
to hedge and address the risk of living beyond their means. In fact, some financial experts believe that 
everyone, especially retirees, who has just adequate savings, should buy an annuity or similar product. 
This ensures that the savings can meet living expenses and last for a lifetime. 

The annuity premiums '(the funds the insurance companies ·col lect from clients) are invested in 
government bonds, highest-grade corporate bonds and "A" rated real estate to deliver income that is 
considered to be safe and relatively consistent. These more conservative products keep the principal safe 
because it is not affected by stock market volatility. On maturity, our working model provides the 
concerned person with an assurance to reduce longevity risk. Our working model contributes in a product 
plan from an insurance compariy, banks, financial institutions, or firms. Therefore, our working model is 
assured certain results. Principal protection in our working model can be categorized in three simple 
ways: 

t .  The working model applies a plan with a fixed rate same as an Annuity Fixed Guaranteed Rate. 
2. You cannot lose your principal when you deposit money in our proprietary model as long 

as you do not withdraw your capital early. 

3. Our proprietary model's asset allocation allows for a flexible premium (additional value that 

can be added at a later date) and is backed by the Full Faith and Credit of the United States. 


Our purchase of agency bonds and their protection provides our working model and its contributor's 
safety and security of principal with a fixed coupon. In the world of fixed-income securities, agency 
bonds represent one of the safe products, and are often compared to Treasury bonds (T-bonds) for their 
low risk and high liquidity. 

An Exciting New Proprietary Working model 

The Table below shows the example of income available for a contributor who places $1  00,000 in the 
proprietary working model. Some Income annuities offer income distribution opportunity after year fve.i
The calculation shown below reflects the possibility of a Quarterly Distribution equal to the coupon rate 
of six percent (6%) of the outstanding principal balance - calculated monthly (one of the highest currently 
being offered), or roll forward the 6.0% coupon creating a higher Accumulation Value before income is 
taken. 

Please note that bon  annuities may include changes to the elements used to determine i nterest credits .. ; . -
that are not included in similar annuities without a bonus. These changes may include lower current 
interest rates, higher surrender charges, longer surrender charge periods, lower participation rates or caps, 

8
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after first full quarter experienced. 

higher spreads, or other changes. The amount of charges or reduction of i nterest cn�d:ts may exceed the 
amount of the bonus. 

Just like bonuses, there is a range on the returns diffe cnt annuities pay on their flccumulalion valt.!es. This 
6.0% Coupon Payment Rate (CPR) is one of the highest returns currently avai lable. In this example, the 
Distribution of the CPR is provided on a Quarterly Basis. The CPR Value is calculated on a monthly 
basis. 

The Annuity Withdrawal Percentage is used to calculate the income value you can withdraw. Some 
annuities increase the Withdrawal Percentage every year and other annuities increase the Withdrawal 
Percentage only once in 5 years or once in 10 years. The Working Model Quarterly Distribution within 
the first five years provides a significant value ·advantage to the contributor of our proprietary model as 
shown below. 

Some other annuities will make this contributor wait until age 75 or even 80 before increasing the payout 
percentage. This annual increase in the Withdrawal Percentage is important because not everyone can 
wait an extra couple of years for increased incomy. If you want to receive increases in your income at 
any age, you may want to seriously consider our proprietary working model such as the one below. 

Distribution Quartely 

End of Year Contribution Value Yr Value @ 6% Percentage Distribution 

Issue 100,000.00

l 
s 
s 100,000.00 s 6,000.00 6% $ 1,500.00

2 s 100,000.00 s 6,000.00 6% s 1,500.00
3 s 100,000.00 s 6,000.00 6% s 1,500.00
4 s 100,000.00 s 6,000.00 6% s 1,500.00
5 s 100,000.00 s 6,000.00 6% s 1,500 .00 

Total 30,000.00 30.00% 

Example shows the distribution beginning in year one and taking the withdrawal percentage over 
the remaining time frame. Each distribution is provided on a Calendar Quarter Basis and begins 
in the Quarter fo l lowing the original contribution. I.E. if the contribution is made in February of 
20 1 2  then the first distribution occurs after the first full Quarter has been experienced. Thus the 
distribution would be provided after June 30th, 20 1 2  . 

Disclaiming Notes: I . Calculations presume an agency bond interest rate of 6.0% on the outstanding principal balance. 
the has been 2. Al l distribution withdrawals will occur 

3. We calculate no changes to the model and are before fees. 
4. This is not a contract and shows withdrawal benefits. 

5. Tax implications are not reflected in the i llustration. Please consult a professional tax advisor for 
information on taxes. 
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whv unnecessary o(time VOUI' percentage? 

Proprietary 

So wait an amount to increase wltlldrawal 
Consider an example where the product features for two annuities are exactly the same with the exception 
of how often withdrawal percentages increase. One annuity increases the withdrawal percentage annually 
and the other annuity i ncreases til  withdrawal percentage once every 1 0  years. 

While the payout amounts are the same for certain ages such as 60 and 70, the income amounts are higher 
for the other years on the annuity that increases withdrawal percentages annually. Therefore, as a smart 
consumer, you want to select the annuity that increases withdrawal percentages annually-ifthe annuity 
has the other features and benefits you want. 

· 

For a contributor who wants to take value at a ''step-up age," there is no difference. For example, if two 
contributors each wanted to start their income at age 70, it would not matter if they purchased AMuity A, 
Annuity B or Annuity C. In each of these three cases, the payout starting at age 70 would be 6% per year. 
However, there might be other differences between these three annuities that would lead you to select one 
annuity instead of the other two annuities. 

If the contributors wanted to turn on their income at different ages, there could be a big difference 
between the three annuities shown below. Annuity C shown below increases the payout amount annually. 
All  else being equal, if a contributor wanted to tum on his or her income at a younger age, he or she 
would benefit by selecting Annuity C, if you did not own Annuity C, you could miss out on thousands of 
dollars of income. 

Below is an example of the different payout amounts you might see for different annuities: 
D Annuity A - Payout % = 5% at 60, 6% at 70, 7% at 80 and above 

n Annuity B - Payout % =  5% at 60, 5.5% at 65, 6% at 70, 6.5% at 75, 7% at 80, 7.5% at 85 and above 

I I Annuity C - Payout % = 5% at 60, 5. 1% at 61 ,  5.2% at 62 . . .  up to 8% at 90 

Our proprietary model payout may begin now or accumulate thru year ftve and provides you with 6% 
regardless of age! 

Our Model Has·No Hidden Fees 

Various fees and mutual fund fees consumed almost 7.80% 'of a contributor's lifetime contributions · 
during the first decade oftheir retirement. The fees are used for but may not be limited to compensation 
for representatives and advertisement. Many financial people like to say that historically, "on average," 
the stock market rises about 10% to 12% per year 1, if you include dividends. However, as you now 
know, these historical averages can be deceiving. 

The Dow Jones Industrial Average actually has an average annual price appreciation return of 
ONLY 4.80% during the 110+ years of its existenee1• 
During some years, the returns will be higher and during other years, the returns will be much lower. As 
you have learned, you may experience periods of 1 5  years or longer in which you make NO money at all 
in the stock market. Thus, you cannot anticipate or expect to receive any consistent return on a regu lar 
basis due to the fact that the stock market experiences large fluctuations in value from year to year. 
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Kevin Brown 
From:

Sent: Tuesday, Janu ary 22, 2013 4:57 PM 
TQ; Kevin Brown 
Subject: Re: Arete fees 

Yes, on the 5 year model there is supposed to be a 1 .  5% quarte rly payout with Summit withholding 
1 /4 of their  annual fees. As far as the 1 0  year model is concerned , I have been paying Summit their 
annual fees "upfront" once the money is p laced , so there a re no more fees due Summit until the end 
of 5th quarter that the money was original ly p laced with Summit. 
Unfortunately, for some reason Gary h as not sent a nything out in October or Jan uary. That was the 
reason for my call to you last Thursday to see if you had a record of rece iving the interest payout. 
I would l ike to cal l  you tomorrow to discuss why the lack of quarterly payouts. 
Doug 

From : "Kevin Brown" 

Sent Tuesday, January 22,  20 1 3  2 : 55: 31  PM 
To: 

Subject: Arete fees 

Doug,

ls Arete supposed to be paying Su mmit fees on a quarterly basis? l do n't remem ber see i ng any fees payments fo r at
least the last two quarters.

C. Brown, President 
Summit Trust Company 

"This message may contain confidential and/or privileged information. If you are not the addressee or authorized to receive this for the 
addressee, you must not use, copy, disc lose, or take any action based on this message or any infonnation herein. If you have received 
this message in error, please advise the sender immediately by reply e-mail and delete this message. Thank you for your cooperat ion." 

"This message may contain confidential and/or privileged information. If you are not the add ressee or authorized to 
receive this for the addressee, you must not use, copy, disclose, or take any actio n based on this message or any
i nformation herein. If you have received this message in error, pl ease advise the sender immediately by reply e-mai l a nd 
delete this message. Thank you for your cooperation." 

1 
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To: 

d 

you file 

ll1 

from:
hnt: 

Subject:
Attachments: 

dlscott@comcastnet 
Monday. May 07, 2012 1J . :S2 AM 

J. Douglas Scott 
"Reg D" filings 
Sumt'l'11tl2P05i-form_D_released.pdf; Summit12P010i-form __D_reieased. pdf; 
..Cert rficatlon _ . htm 

Please find a copy of the Reg 0 fi l ings for the 2 offerings, as well as an  answer to my question about 
Texas .  
Please call me if you have any q uestion s .  

Regards,  
Doug 

Good morning . . .  In response .. The requirement for reg and filing is fifteen days is set by SEC,
Texas just reiterates but nothing specific with the state plus we are not domiciled in Texas . . .  Thx gary 

Sent from 

7 1 2  at  8 ·  vvrote · 

Thanks uploading these Reg D documents to my Arete briefcase. 

question:  
Are you/did an�rth ing specific to the state of Texas? (I don't know if this is  
necessary . )  

Thanks , 
Doug 

Release Date: 06/2 1 / 1 3  3 1  9916429 -

1 0  
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Industry Group 

ott Digitally signed by Rick Greeott 
ON: cn=Rick Greeott, o=Group Summit, LLC. ou, email=rgreeott@gsummitllc.com, c"'US 

You may not send a completed printout of this form to the SEC to satisfy a filing obligation. You can only satisfy an SEC filiing obligation by 
,submitting the information required by this form to the SEC in electronic format online at https://www.onlineforms.edgarfiling.sec.gov. 

PORM D U .S. Securities and Exchange Commission 
Notice of Exempt 

Offering of Securities 
Washington, DC 20549 

(See instructions beginning on page 5)
Intentional m isstatements or omissions of fact constitute federal criminal violations. See 1 8  U .S.C. 1 001 .  

Item 1 .  Issuer's 
Name of Issuer 

O ering - 1 2  P05i, LLC J 
Jurisdiction of Incorporation/Orga nization COLORADO 

Year of I ncorporation/Organization 
(Select one) 

Previous Name(s)  None 

---· -··-·-- ·· --·- - -·-.,- -

0 over Five Years Ago  Within Last Five YEars 
(specify year) 

0 Yet to Be Formed 

Entity Type (Select one) 

O Corporation

0 Limited Partnership 
 Limited Liability Company 

O General Partnership 

O Business Trust 

O Other (Specify) 

{Ifmore than one issuer is filing this notice, check this box 0 and identifyadditional issuer(s) by attaching Items 1 and2 Continuation Page(s).) 

Item 2. Principal Place of Business and Contact Information 
Street Address 1 Street Address 2 

IL-----
City 

Item 3. Related Persons 

e/Country ZIP/Postal Code 

Last Name First Name :=J 
Street Address 2 

State/Province/Country OLORADO 
Relationship(s):  Executive Officer 0 Director 0 Promoter 

ZIP/Postal Code 

Phone No. 

Middle Name 

Cla rification of Response Of Nece ar0 

(Identify additional related persons by checking this box  and attaching Item 3 Co ntinuatio n Page(s). ) 

Item 4. (Select one) 

0 0 0Agriculture Business Services Construction 
Banking and Financial Services Energy REITS & Finance 0
0 Commercial Banking 0 Electric Utilities 0 Residential
O Insurance 	 O Energy Conservation 0 Other Real Estate 0 Investing 0 Coa l  Mining 

O Investment Banking O Environmental Servio s 0 	 Retailing 

Restaurants
0 Pooled Investment Fund 	 O Oii & Ga s  0 

TechnologyO Other Energy 0 Computers 
If selecting this industry group, also select one fu nd 
type below and answer the question below: 

Health Care O Telecommunications 0 Hedge Fund 0 Biotechnology0 Private Equity Fund 0 	 O Other Technology 
Health Insurance 0 Venture Capital Fund O Hospitals & Physcian  Travel

0 Other I nvestment Fund O Pharmaceuticals 
0 Airlines & Airports 

Is the issuer registered as an investment O Lodging & Conventions O Other Health Care 
company under the Investment Corr pany Tourism & Travel Services 
Act of 19-W? 0 Yes 0 No 0 Manufacturing 	 O0 Other Travel 

Real Estate O Commercial 0 Other 
 Other Banking & Financial Services 

Form D SEC1 972 (09/08) 
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Type Filing 

/April 2  

_j 

C.--

-

FORM D U.S. Securities and Excha nge Commission 
Washington, DC 20549 

Item 5. Issuer Size (Select one} 

Revenue Range (for issuer not specifying "hedge" Aggregate Net Asset Value Range (fo r Issuer 
or "other Investment" fund in Item 4 above) specifying "hedge" or "other Investment" fund In 

Item 4 above)0 No Revenues OR 0 No Aggregate Net Asset Va lue 

0 $ 1  - $  1 ,000,000 0 $ 1  - $5,000,0000 $1 ,000,00 1  - $5,000,000 0 $5,000,001 - $25,000,000 0 $ 5,000,001 - $ 25,000,000 $25,000,00 1  - $50,000,000 00 $25,000,001 - $ 1  00,000,000 0 550,000,001 - $  1 00,000,000 

0 Over $1 00,000,000 0 Over $ 1  00,000,000 

® Decline to Disclose 0 Decline to Disclose 

0 Not Applicable 0 Not Applicable 

Item 6. Federal Exemptions and Exclusions Claimed {Select all that apply) 

Investment Company Act Section 3(c) 
D Rule 504(b) ( 1 )  (not (i), (ii) or (i i i)) D Section 3(c) ( l  ) 0 Section 3(c)(9) O Rule 504(b)(l  )(i) 0 Section 3(c) (2) O Section 3 (c) ( 1 0)
O Rule 504(b)(l ) (i i )  O Section 3 (c)(3) O Section 3(c) ( 1  1 )  O Rule 504(b) ( 1 ) (i i i)  0 Section 3(c)(4) D Section 3(c) ( 1 2)0 Rule 505 0 Section 3 (c)(5) O Section 3(c) ( 1 3)[8] Rule 506 0 Section 3(c)(6) 0 Section 3(c)(l 4)[RJ Securities Act Section 4(6) O Section 3(c)(7) 

Item 7. of 

® New N otice OR 0 Amendment 

Date of First Sale in  this Offering: 1 6th, OR 0 Fi rst Sale Yet to Occur 

Item 8. Duration of Offering 

Does the issuer intend this offering to last more than one year? 0 Yes [8_] No 

Item 9. Type{s) of Securities Offered (Select a l l  that apply) 

[8] Equity 0 Pooled Investment Fund Interests 

D Tenant-in-Com mon SecuritiesIRJ Debt D Mineral Property Securities 
Option, Warrant or Other Right to Acquire 

[-] Security to be Acquired Upon Exercise of Option, 
- Warrant or Other Right to Acquire Security US Government Security - Agency Issued 

Item 1 0. Business Combination Transaction 

0 [g) Other (Describe) Another Security 

Is this offering being made in connection with a business combination 0 Yes [8] No 

transaction, such as a merger, acquisition or  exchange offer? 


Clarification of Response (If Necessary) 

Form D 2 
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OR 0 Indefinite 

FORM D U .S. Securities and Exchange Com mission 
Washington, DC 20549 

Item 1 1 .  Minimum Investment 

Minimum investment accepted from any outside investor $ 
Item 1 2. Sales Compensation 

Recipient Recipient CRD Number 

(8.] No CRD N umber 

(Associated) Broker or Dealer [8] None· (Associated) Broker o r Dealer CRD Number 

[8] No CRD Number 

Street Address 1 Street Address 2 

City State/Province/Country ZIP/Postal Code 

J C 
States of Solicitation D All States 

D IL D IN D lA 0 KS [] KY 0 LA 0 ME 0 MD 0 MA 0 Ml 0 M N 0 MS 0 MO 

o-·&t_ - O.Ff_ ··· o �5r  I::lRH --.Cf.EL 0  - 0.  ·-····· .o ••  : :  
D Rl o sc 0 SD [] TN [] TX [J UT [] VT [] VA [] WA [] wv [] WI o wv  [] PR 

( Identify additional person(s) being paid compensation by checking this box [] and attaching Item 1 2  Continuation Page(s).) 

Item 1 3. Offering and Sales Amounts 

$
(a) Total Offeri ng Amount OR [] Indefinite 

(b) Total Amount Sold 

(c) Total Remaining to be Sold $(Subtract (a) from (b)) 

Clarification of Response (if Necessary) 

The manager may close the offering before reaching $5,000,000 

Item 1 4. Investors 

Check this box [] if securities in the offering have been or may be sold to persons who do not qualify as accredited investors, and enter the 
number of such non-accredited investors who already have i nvested in the offering: I 
Enter the total n umber of investors who already have invested in the offering: 

Item 1 5. Sales Commissions and Finders' Fees Expenses 

Provide separately the amounts of sales comrrissions and finders' fees expen ses, if any. If an amount is not known, provide an estimate and 
check the box next to the amount. 

Sales Commissions $ [] Estimate 

0 Estimate 
Clarification of Response (if Necessary) Finders' Fees S 

Form D 3 
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FORM D U.S. Securi ties a nd Excha nge Com mission 
Washington, DC 20549 

Item 1 6. Use of Proceeds 

Provide the amount of the gross proceeds of the offering that has been or is proposed to be Estimates-=.=J [gJ
used for payments to any of the persons required to be named as executive officers, 
directors or pro 

moters in response to Item 3 above. If the amount is unknown, provide an 
estimate and check the box next to the amount. 

Clarification of Response (if Necessary)

I The issuer will pay the manager ofthe issuer fees up to 2.5% of the proceeds of the offering, 
I which is intended to cover the offering and organizational expenses incurred by the manager L on behalf of the issuer, and is estimated to be -

Signature and Submission 

Please verify the infonmation you have entered and review the Terms of Submission below before signing and submitting this notice. 

Terms of Submission. In  Submitti ng th is notice, each identified issuer is: 

Notifying the SEC and/or each Stat·  in  which this notice is filed of the offeri ng of securities described and 
* 

undertaking to fu rnish them, upon written request, in  accordance with applicable law, the information furnished to offerees. 

Irrevocably appointing each of the Secretary of the SEC and the Securities Administrator or other legally designated officer of 

the State in which the issuer maintains its principal place of business and any State in which this notice is filed, as its agents fo r service of 

process, and agreeing that these persons may accept service on its behalf, of any notice, process or pleading, and further agreeing that 

such service may be made by registered or certified mail, in any Federal or state action, administrative proceeding, or arbitration brought 

against the issuer in  any place subject to the jurisdiction of the U nited States, if the action, proceeding or arbitration (a) arises out of any 

activity in connection with the offering of securities that is the subject of this notice, and (b) is founded, directly or indirectly, upon the 

provisions of: (i) the Securities Act of 1 933, the Securities Exchange Act of 1 934, the Trust Indenture Act of 1 939, the Investment 

Company Act of 1 940, or the Investment Advisers Act of 1 940, or any rule or regulation under any of these statutes; or (ii) the laws of the 

State in which the issuer maintains its principal place of business or any State in which this notice is filed. 

Certifying that, if the issuer is claiming a Rule 505 exemption, the issuer is not disqual ified from relying on Rule 505 for one of 

the reasons stated in Rule 505(b)(2)(iii) . 

• 
This undertaking does not affect any limits Section 1 02{a) of the National Securities Markets Improvement Act of 1 996 {"NSMIA") [Pub. L. No. 1 04-290, 


1 1  o Stat. 34 1 6  {Oct. 1 1 ,  1 996)] Imposes on the ability of States to require information. As a result, if the securities that are the subject of this Form D are 


"covered securities" for purposes of NSMIA, whether In all instances or due to the nature of the offering that is the subject of this Form D, States cannot 


routi nely require offering materials under this und ertaking or otherwise and can require offering materials only to the extent NSMIA permits them to do 

so under NSMIA's preservation of their anti-fraud authority. 

Each identified issuer has read this notice, knows the contents to be true, and has duly caused this notice to be signed on its behalf by the 
undersigned duly authorized person. (Check this box I8J and attach Signature Continuation Pages for signatures of issuers identified 
in Item 1 above but not represented by signer below.) 

lssuer(s) Offering 1 2P05i, LLC 

Number of continuation pages attached: 

Name of Signer 

Title 

Pre s i d e nt of the manager  -------
Date 

Persons who respond to the collection of information contained in this form are not required to respond unless the form displays a curren tly valid OMB 
number. 

Form D 4 
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pee jRichard r-jw----------..,1 --------
- I I 

______________ ---------------------.J 

..._____ _  

-- ------ I 

[ I -  
L------------------------------------------� 

L -- ---------
Address 

C _____________________  

[ -  
_________ ______ ·---------------------.J 

L__-:--___ ---1 St<<>et Addooi• 2  :::J ------ .__[ --
c c--  

c -----_--·------------ _________________ __� 

necessary.) 

FORM D U.S. Securities and Exchange Commission 

Washington, DC 20549 

Item 3 Continuation Page
Item 3. Related Persons (Continued) 

Last Name First Name Middle Name 

ott
Street Address 1 Street Address 2 

City State/Province/Country ZIP/Postal Code )LORADO --  
Relatlonship(s): 0 Executive Offi cer [g] Director 0 Promoter 

Clarification of Response (if Necessary) c 
Last Name Fi rst Name 

J 
Street Address 1 Street Address 2 

City State/Province/Country ZIP/Postal Code 

Middle Name 

Relationshlp(s): 0 Executive Officer O Director O Promoter 

Clarification of Response (if Necessary) 

Last Name First Name 

J 
street 1 Street Address 2 

City State/Province/Country ZIP/Postal Code 

Relationship(s): 0 Executive Officer D Director 0 Promoter 

Middle Name 

Clarification of Response (if Necessary) L 
Last Name First Name Middle Name 

Street Address J -
City State/Province/Country ZIP/Postal Code 

c 
Relationship(s): D Executive Officer D Director O Promoter 

Clarification of Response (if Necessary) 

(Copy and use additional copies of this page as 
Fonn D 9 
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ls�mmit Offe ing - --] 
r·  

I 
'-----------------  

---�=  

!Richard 

rr;;�ctor -

c __ 

I 

----

14/26/201 2 1 

,_______---==_] 

----

--------------- ------- -

------- ----- -- ---- - J 
---------, 

[-- --- - - -- - j 
Form 

FORM D U.S. Securities and Exchange Commission 
Washington, DC 20549 

Signature Continuation Page 

Signature and Submission 

The undersigned is the duly authorized representative of the issuer(s), identied in the field beside the Individual's name below. 

Issuer 1 2P05i, LLC 

Issuer 

Signature 

Issuer 

Signature 

Issuer 

Sign ture 

Name of Signer 

W. Greeott 

Title 

Name of Signer 

Title 

Name of Signer 

Title 

Name of Signer 

Title 

Date 

Date 

Date 

Date 

(Copy and use additional copies of this page as necessary.) 
D 1 1  
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Kevin Brown 
From;
Sent: 
To: 
Cc:
Subject: A rete 

Terry, 

I hope that you are having a g reat start to 20 1 2 .  


I wanted to infom you o f  a new SMA (Separetely Managed Account) that Summit Trust wil l  be 

providing and for which "business" could start flowing withi n  the next week. 


The name of the program is Arete, LLC and involves investments i n  agency bonds, Ginnie 

Mae, specifically. The advisors wi l l  be sending the checks, (along with the proper Summit forms for 

Self-Directed I RA  or Custodial accounts) to you and awaiting word that an account has been opened 

in the cfient's name. 


Each of the checks will be in the excess of $50k. 

It would be great (since th is is a new program for Summit) if the client could receive a confimation 
letter stating that $ was received and would be innvested into the Arete , LLC Separetely 
Managed Account (SMA) as per the cl ient's i nstructions. 

You may want to check with Kevin as to whether he is ok with my request. 
If yo u want to ask me any questions, I am available on my cell phone 

Thanks, 
Doug 

Friday, February 03, 2012 4:18 PM 

S EC-SUMMIT -E-0000086 
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PM 

from:
Sent:
To:
Subject: 

dlscott@comcastnet 

Don Rasmussen 
Re: attachment 

23, 2012 4:40 PM 

Steve , th is morn ing .  He said that there would be more information tomorrow. 
By the Sparkman did some checking on Gary as a b usiness man in the Longmont area and 

positive comments on his p revious real estate business and Colony C apita l ,  where Gary was a 

From wecareadvisor.com> 
To:
Sent Monday, January 23,  20 1 2  2 :46:2 1 
Su bject: · attachment 

2& 
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Qualified 

we call 
AM 

 

13 

Sent: 
To; 

Conference cal!  and attachrnents 

Contri bution Non Jan 27 20l2.pdf; Contribution Feb 

Just a rem i nder that have a conference with Gary Snisky a nd Steve Tabb tomorrow at 1 1  AM 
( 1 0  CST and 9 M ST) 

The call in number is: 

I have attached the other 2 documents that were m issing from yesterday's emaiL 

questtons ready for Gary arid our tea m .  

17 
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Sub jed: 

 
 

 

inn 

.�<.:u'u" ., .. 

Sent!
To: 

dlscott@corncast. net 
2:45 PM 

. .  asmussen 

Ct; Gary Snisky 
Arete

Attachments: of 5 and 10 Year Programs 2-11 -2012.doc; 

Gentlemen : 

! arn forward the h ighlig hts from the 5 and 1 0  yea r program for your use . 
these came from Gary to me and it would be helpful for everyone if we stayed "close 

these h ig h lig hts . 

Also, I have not hea rd from everyone about their anticpitated contribution for the 1 quarter. 
on Febru ary 29th. 

If you have not done so, p lease give me your number so that Gary can begin to lock in position s  and 
also be able to closely predict for the state of Texas (Reg D Offering) what we will be doing in this first 
quarter of 20 1 2 .  

Thank you for your  cooperation . If you have any questions, please con tact me. 

the best 
Doug 

"\: 3204/64 52  R.deasc Dut<..' : .) 

1 2  
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To: 

from: 
Sent: 

Subject: 

Attachmerrt!l: Annuity 1a.gif; GN.gif; Annuity l.gif; CFT Feb 8 2012.gif; DES Feb 8 2012.g if; 


d1 scott@comcastnet 
Monday, February 20, 2012 5:16 PM 
don @weca readvisor.corn; ken@kenkitchenfi nancial.com 
Fwd: screens 

j ,' ('  

t•C'S 

6f(hc ;nh.'il<.,kd r,.;.;::ipl �.::-nt·; ltlld {)t'H JlJ1S int )nnrH!nn frorn Ar<�h:,, LLC :md/Hr n\ fMH.mt or C(HlljJJ.Ht;.;S lhai 
1 1  \ (·,n r.r authorih·d to f\:t:,_ \  llns for the ;1ddress��e. vou must not dht:hht". or tah: anv ba cd (Kl 1his ·il yoti ha\c re;·'.'·i \'cd hi  :m "·nor. pfNgi:· advise' tht" nder 1rr11Tit d !me!y hy and delete !hl  rnank vou E)t 

. 3 1  99/6429 w Release Dat-.: : 06/2 1 ! 3  

11 
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To:  

303-459 11Q.l l  

Leslie J. 

From: GWYN N M EISSNER 

Sent: Friday, November 15, 2013 8:10 AM 

To: M a rtin, John C.  

Subject: Fw: Screens 

Attachments: Annuity 1a.g if; G N .g if; Ann uity 1.gif; CFT Feb 8 2012.gif; DES Feb 8 2012.gif 

Mr. Martin, attached you will  find the screens from Gary Sni sky that were reviewed during the 
1teleconference. Please confirm receiving this e-mail .  Kenneth C .  Meissner, 

----- Forwarded Message -----
From: Gary C. Snisky 
Sent: Thursday , March 1 ,  2 0 1 2  1 0:06 AM 
Subject: Screens 

Here we go . . .  

GCS 
Tel 303-4 i2.:11..2l 

Longmont, CO Arete, LLC I 80504 

This transmission, including any attachments, is for the sok use of the intended recipients and contains information lrom Arcte, LLC and/or it's parent or holdings companies that 
may be privileged and conlidential. If you are not the addressee or authorized to receive this for the addressee. you must not use, copy, disclose. or take any action based on this 
transmission or any information herein. l f you have received this message in error, please advise the sender immediately by reply e-mail and delete this message. Thank you for 
your cooperation 

1 
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Elifftll 

Austra lilci� 6 1  Germany 1210-Hong Kong 852 

for exp lanation . Equ i tySAS 
E nt er a l l  values and h i t  < GO > .  

$AV E A N D  $ P E N D  

SAVE A S  A N  ANNU ITY TO SPEND A S  A LU 1P  SU 1 A T  A FUTURE DATE 

Tl t1 E  : 
O R

• 
-
• 

ANNUAL RATE : -
FREQUENCY OF  
AND ANOUNT PER  
INVESTMENT : 

I  I I 

UP FRONT 1 T IME  
I NVESTMENT : 

VALUE AT END 
OF INVEST 1ENT 

TOTAL PAY IENTS t·1ADE 
INTEREST EARNED 
F INAL P LAN VALUE 

2 9777 8600 Braz i l  55 1 1  3048 4500 Europe 4 4  2 0  7330 7500 49 69 9204 2977 6000 
Japan 81 3 3201 8900 S i  ngapore 65 6212 1000 U . S .  1 2 1 2  3 1 8  2000 Copyr ight 20 1 1  Bl  oomberg F i nance L . P .  

SN 346402 EDT GMT-4 , 00 G385- 1 795-0 1 7-Aug-20 1 1  1 1  , 3 1  , 46 
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.-----;;-Ad-;-d.,..,..i..,...t 1.,---. o-n-a l,----::5-ec--=-I-n f-,o-o-, 
PRO 

I nf 

DES  Corp D E S  

STRUCTU R E D  N O T E D E SC R I  PT I O N 
J P  MORGAN STRUCT JPM 10 09/23/ 14 N 0 T P R I C E D 

ISSUER I N  FOR lA TI 0N ; IDE NTI FI E RS 
.Jp �10RGAN STRUCTURED · 664696459 2J STN Descr i pt i on . . . 

F i  nance - I nvest Bnkr/Brkr XS0646964592 ALLQ 

Euro MTN Corporate Acti ons 


S ECUR ITY fN FORF1ATION . Cds Spreads/RED 

NL USD Rat i ngs  


Bank Guaranteed Custom Notes 
13 )0DD CPN METHOD Identifiers 
9/23/2014 E}1TN Fees/Restrictions 

NOR11AL Disclaimer Page 
Sec . Spec i fie N e1..,rs 

S/A I SMA-30/360 I nvolved Part i es 
· 7/21/ii Underlying I n fo 

7/26/ 11  I ssuer I nformation 
7/26/ 11 3 1  , 500 , 000/3 1 , 500 , 000 P r i c  ing  Sources 
1/26/12 . .  . .  . 3 1  1 500 , 000 Related Securities  

101. 6000 BOOK RUNNER/EXCHANGE I ssuer l.<Jeb Page 
J PM 

NO PROSPECTUS NOT LISTED Send as  Attachment 

Aus t ra l i  a 61 2 9777 8600 Braz i l  55 1 1  3048 4500 Europe 44 20 7330 7500 Germany 49 69 9204 1210 Hong Kong 852 2977 6000 
Japan 81 3 3201 8900 S i  ngapore 65 6212 1000 U . S .  1 2 1 2  318 2000 Copyr ight 2012 B l  oomberg F i  nance L . P .  

SN 346402 EST Gt1T-5 • 00 G8 1 4-1357-1 05-Jan-2012 1 1  • 3 1  • 58 
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_ _ 
«i.\- 0S  

F I  N A L  P LA N  B A LA NC E  

Austr·al i a  61  2 9777 8600- Bn•zi 1 551 1 
J copan 81 3 320 1 8900 S i  ngapore 65 

' for expl anation , ' for s i m il ar funct ions . 1tge AN N U  
E nter any three of the fol l owing four  va l ues . 

A N N U  I TY PAYO U T  P LA N  A N A LYZ E R  

ENTER ANY THREE OF  THE  FOUR VALUES- BLANK OUT FOURTH TO D ETERtUNE  - - - - - - - -

Tlt"l E  : 

ANNUAL INVESTMENT RATE 

PERIODIC ANNUITY PAYOUT 
& PAYOUT FREQUENCY : 

I N ITIAL PRINC IPAL AMOUNT : 

T O TA L PAYM E N T S  MAD E 
I NT E R E S T  E AR N  E D  
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Kevin Brown D-0332 1 

From: 
Sent: 
To: 

Thursday, February 09, 2012 4;09 PM
Kevin Brown 

Subject: Re: Follow Up to Initial Meeting Pertaining to Treasury Bond Programs 

Jeff, 

Great letter. I hope that you receive a favorable response. 


If the opportunity is increasing that World C h allenge m ight "put their toe in the water" and place some 
funds with Arete , it Is the opinion of Gary and me that you should attend a "day's tra in ing" in 
Longmont, CO to be able to faciHtate the Arete program and maintain the type of cons istency that we 
fee l  is important "to do things rig ht" .  

We have tentatively scheduled the next training dates for the 1 2th and 1 3th o f  March . 
We start with an informal  d inner  that Gary h osts at a local restau rant on Monday night and meet the 
n ext day for a ful l  day of train in g that lasts about 5 hours. 

Please let me know if this wo u ld work wi1h you r  schedule. 

By the way, you mentioned that you had a couple of guys that yo u wanted to refer to Arete . I f  that is 
stil l true, we s hou ld schedule a conference ca ll wi th Gary, Steve, you and the a dvisors. 

All the best, 
Doug 

From: Kev i n  Brown" 
To:
Sent: Thursday, February 9 ,  2 0 1 2  2 :56:53 PM 
Subject: FW: Fo llow Up to I nit ial Meet ing Perta in ing to Treasury Bond Programs 

Cc:

Subj i ni ng to Treasury Bond Programs 


9 February 201 2 


Good Afternoon J eff, 


From: Jeffery Lumkes 
Sent: Thursday, February 09, 201 2  2:50 PM 
To: Jeff Sandifer 

In tia l Meeti ng Perta i 

Based upon our initial discussion in our fi rst meeting and the high degree of probability the 

financial challenges experienced ove r  the past several years are going to persist, I want to 

SEC S U MMIT-E-0000087 
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ask you if there is a next step in the way of further dtscus.slon, another meeting, perhaps an 
appointment with both you and Rog.er, thatWorld Challooge'beU e\les would be in their bes.t 
interest. 

I am quite confident that between the bond programs we offer, our commitment to becoming 
a true partner throug h  transparency, and our willi ngness to invest time into learning how we 
can maximize the vatue of our relationship to better support World Challenge and their 
ministry partners, we have created a unique and highly valuable package. A package to be 
quite honest,. not offered by most investment banks. 

As it is policy to confine our Initial meetings to one or at the most two top ics to prevent 
confusion and misunderstanding, I was unable to discuss any of our additional resources 
which may be of lnterest to World Challenge . 

Although I assume one exists, I have yet to be made aware of another organization wh ich 
specia l izes i n  consistentJy elevating exceptional value and values while Instilling confidence 
and comfort i n  those they serve. 

We are what you may consider obsessed with attention to detail, particularly those details 
such as sig nifica ntly greater retu rn on Investment, unh eard of transparency and access, 
comfort and confidence. 

What the i ndustry defines as mutually exclusive and incompatible, we believe to be inclusive 
and an absolute necessity. 

As I mentioned, if our initial discussion was of interest and value, perhaps we could arrange . 
and appointment with Roger when he Is in tow n, to discuss how we would best be able to 
help World Challenge exceed their expectati ons for 201 2 and beyond .  

Warmest Regards, 

J eff lumkes 

SOQ-594-3076 Off 
214-824-2465 Fax 

214-69s mz cell 
Technology

Centerpoint Capital & Equity Partners tLC
EResource UC 

"Whatever You Do, Make It a Masterpiece !" 

IRS Circular 230 Notice: Pursuant to relevant U.S. Treasury regulations, we inform you that any tax adVice contained in 
this communiCatiOn Is not intended or written to be used, and cannot be used, for the pu rpose of (i) avoiding penalties 

under the Internal Revenue Code or (ii} promoting, marketing or recommending to another party any transaction or matter 
addressed herein. 

2 
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addressee 
dfsclo s e ,  
received 

"Th i s  message may cont a i n  con f ident i a l  and/or privi leged in formation. I f  you are not t h e  
o r authori zed t o  rece i ve t h i s  for t h e  a ddre s s e e ,  you must not us e ,  copy , 
or t a ke any act i on based on thi s  message or any informat ion here i n  . I f  you have 

t h i s  message in error, please a dvise the sender immedi a t e l y  by repl y  e -ma i l  and 
delete t h i s  message . Thank you for your cooperat-ion . "  

" This message may cont a in confident i a l  and/or privileged informa t i o n .  I f  you a r e  not the
addressee or authori zed t o  receive t h i s  for the addressee , you mus t  not use,  copy, 
discl o s e ,  or t a ke any act ion based on t h i s  message or any informa t i on herei n  . If you have 
receive d  thi s message in e rror, please advise the sender immedi a t e l ¥  by reply e-mai l  and 
delete t h i s  mess age . Thank you for your coopera tion . '' 

. .. .  , .  1: · ·  · . . . .  .  

3 
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To: 
Garv 

MrTnri""' 

SU!blt:!ct: 

on home? 

from:
s nt: 

Don Rasmussen 
Subj ct: Re: Snisky 

Don , 

Gary will cal l  you on Friday after 1 0AM. I suppose he will try the office. 

I will not be on the cal !  as I am traveling with my family across PA! 


God bless you brother. 
Doug 

!"rom :
Sent:
To: Don Rasmussen 

Gary Snisky 

Don,
I hope you and Joar1r1e enjoyed you r  trip to Lancaster, PA That part of PA is a lrnost as scenic as 
Mooresville, NC. 
Has anything happened the sale of your 

I spent parts of 3 days with Gary Sn isky last week and he asked if I could coordinate a conference 
cal l  with you to d iscuss your intentions regarding the loan he made to you in late March . I fef l 

topic but it was my call to Gary that got him invlolved. 
t irne looks good for you this week? 

Thanks Brother, 
Doug 

w. 2433/5071  Rel ease Date : 06/l 2 

. 3 1  99/6429 Rd.:asc Datt:: 06/2 1 ! l  J -

1 8  0 I Virus Database:  2437/508 1 - Rel ease Date: 06/20/ 1 2  
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Kevin Brown 


Thursday, May 31, 2012 8:33 PM 

From: 
Sen t 
To: Kevin Brown 
Subject Arete 

Kevin ,  

I hope you wil l  enjoy the few days off. (If that is what you a re doing .) 


I wanted to update you on some exciting developments at Arete. 

You may recall that Gary recently moved his banking relationship to US Bank because he believed 
they would give more attention to h is  accounts and expedite wires and such that he would be doing in 
the future. Frankly, Key Bank wasn't giving h im VIP treatment. 
As he was mov ing his accou nts over the U S  Ba nk account executive naturally asked him some 
details about his business. (Know your customer stuff) 
After he was finished a VP of business development (or something l ike that) asked if they could talk 
some more about his business and expressed an interest in the "B loomberg" side of things. It  so 
happens that US Bank is also licensed to be on Bloom berg (the Institutional side) 
It seems that the retu rns that they are able to generate fo r their  h ig h  net worth clients is considerably 
less than what Gary is doing . O ne thing led to another and before l ong US Bank was asking if they 
could use Gary to manage a portion of th eir clients' m oney. Over the last two weeks US Bank has 
been doing their due d iligence on Gary and yesterday they announ ced that they want to proceed with 
their  plan to use Gary. Since Gary's system is "proprietary" he will only reveal so much to them b ut 
apparently it was enough for them to make a decisio n to move forward. 
I w i ll be meeting with Douglas P riest, the executive at US Bank when I am in Longmont the 1 1  th and 
1 2th of June. 
Gary has already explained th at he will not accept any funds from US Ban k d irectly and that he 
uses a trust company (Summit) to act as custodian and aggregator of fu nds. The bank was delig hted 
that he has that type of relationsh ip in place and said using Summit wou ld  take some responsibi l ity off 
their shou lders. 
Because the money would flow from US Bank to Summit Trust it cannot go from Summ it back into an 
account that Gary has with US Bank, as i t  would appear to be a conflict of interest . As a result, Gary 
will have to take certa in of h is bank accounts back to Key Bank. Key Bank wil l  once again become 
the banki ng relationship that he will be u sing for any business coming through Summit Trust. 
Gary wanted to tell you this himself and asked if I wou ld arrange a call for tomorrow. His in-house 
accountant also thought that s ince tomorrow is the 1 st of June it wou ld be best if any wires coming 
from Summit would be sent to the accou nt Gary is establ ishing at Key Bank. (He was d riv ing to Key 
Bank today when he called me and asked for the call with you . )  
S o  while I could not for-see you having a ny iss ue with h im u sing Key Bank again,  he wanted to 
answer any questions you m ight have before any more wire transfers went out. 
If you are OK w ith this, I will call Jennifer at Les' office and ask her to hold up any future wire transfers 
to Arete until you authorize them a nd she gets the new account information . If you d on 't want me to 
do this , that's fine, as long as no more wires are sent to US Bank. 
Sorry for the long email but it takes so much longer to type it than say it. 
We can certainly talk about this when you are back in the office but Gary thought the sooner you had 
a "heads up" on the banking change the better. 
Doug 

1 
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Kevin Brown 

From:
Sent: OctoberTuesday, 09, 2012 2:39 PM
To: Kevi n Brown 
Cc; Gary S nisky 
Subject: Call with Les 

Kevin , 

Gary and I spoke with Les today so that we could address his concerns about the paperwork. 

It was agreed that goi ing forward the offering wil l  not contain the name Summit in any way. 

The new name will be Salmon Trust and wil l  appear on al l  parerwork going forward .  (Gary's lawyer is 


· 

p reparing the new paperwork this week . ) 

Les a lso suggested that we inc lude an Asset Purchase fo rm in the Client Information kit. While it was 

always in the Self-D irected I RA kit it was not u sed with Non- I RA money. 

I believe we have satisfied all the concerns Les had. 


I will be heading to Colorado in  two weeks and among other things expect to meet with someone 

representing one of the schoo l districts there. The plan is for teachers to invest a portion of their 

403(b) money with Gary. All  of these funds would go through Summit. I don 't know how qu ickly thing s 

will p rogress after my visit but hopefully a group of teachers wil l  start off and the rest wil l  fo l low. 

I wil l  certain ly keep you updated on that. 

There may be a reason to create a l ink to the Summ it website that is for th is g roup of teachers in the 

future. We can d iscuss that if necessary. 

Doug 

1 
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RE.CE.Wt:.U 
10 \3 JUL \ 1  Al'\ \l : 45 
Ol'J\S\ON Of £.Nf ORCEt-£NT 

Ju ly 13, 2013 

GOVERNMENT 
EXHJBJT 6 i
D-0332 1 

Cro m arty G ro u p  was fou n ded in Februa ry, 2012. There a !'e n o  records prior to that d ate nor  are 
there any b a n k  accounts that existed prior to that date that h ave a n y  re lationsh i p to The 

Cromarty Group.  

I have been the o n ly m em ber. There are no officers, d irectors, employees o r  representatives of 

a n y  kind.  There are no subsidiaries, parent com pan ies or affiliated e ntities. 

James D. (Doug) Scott is my h usband.  

l have never met Gary Snisky o r  any of h is  employees nor do I know if h e  has  a ny employees, 

representatives or  agents. I he ard Doug Scott mention h is n a m e  a n d  I know that Doug h as 

visited with him in Col o ra d o  several t imes d u ring the spring and sum mer of 2012. 

I 
agents of h is .  


I h ave n ever heard of Arete, lLC. 


I h ave n ever heard of CMG Offering 5, CMG Offering, or 12P05i, LLC. 


I h ave n ever heard of CMG Offeri ng 10, CMG Offering-12P010i, LLC. 


l have never h ea rd of Corn ersto n e  or Cornerstone M arketing G ro up, LLC. 


I h ave n ever heard of New Directio n  or New Direction IRA I nc. 


My husband worked with Summit Trust and Kevin Brown from 2006 u ntil J a nuary 2012 I know 


never h.�ard of David Sorrefls and know n othing about any e mployees, representatives or  

n othing a bout a ny m e m bers, clients, officers, directors, e m ployees, representatives, age nts, 


predecessors or a nything a bo ut the i r operations. 


l h ave no documents relati n g  to any of these entities. 


Background 
1.  	 The Croma rty Group is not nor ever has been registe red in  any capacity with th e 

Security a n d  Excha nge Com m iss ion, any  broker dealer or investment a dvisor. 

2. 	 I a m  the o n ly member of the Cromarty Group and there a re no d irectors, principals or 

emp loyees . 

3 .  To th e best o f  m y  knowl edge, The Cromarty Group maintained n o  email  account o r  

website. 
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Business Activities and Relationships: 
4. 	 To the best of my knowledge, there are no documents of any relationship rega rd ing 

Cromarty Group and Arete, CMG Offering 5, CMG Offering 10, Corn erstone, New 

Direction, Sum m it Trust, Snisky and Sorrels. 

5. 	 To the best of my there are no documents related to any transaction or business 

dealings rega rding Cromarty Group and Arete, CMG Offering 5, CMG Offering 10,
Cornerstone, New Direction, Sum mit Trust, Snisky, and Sorrells. 

6. 	 I have no records of a ny communications regarding any com munications with Arete, 

CMG Offering 5, CMG Offering 10, Cornerstone, N ew Direction, Sum mit Trust, Snisky 

and Sorrells. 

7. 	 I am including with this information a copy of the bank account that Cromarty Group 

maintained at Wells Fargo showing the incoming wire· transfers from Arete/Snisky and 

the paid amounts to Summit Trust. Otherwise, ther-e .was no compensation paid, 

received transferred, loaned or transmitted to CMG Offering 5, CMG Offering 10,
Cornerstone, New Direction and Sorrells. 

Respectively, 

linda F. Close 

-, I  . 
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Kevin Brown 

From:
Sent: Monday, April 02, 2012 6:21 PM 
To: Kevin Brown 

Subject: Arete
Atta chments: 20120402161605496.pdf 

Kevin, Mike Tomich has attached a copy of application and Arete papetwork( he 2 days to Summit) for our 
records. He will only do the 5 year model butjust so there is no question, I thought I would mention it to you. 
Doug
Sent via BlackBerry from T-Mobile 

From: "Mike"
Date: Mon, 2 Apr 20 1 2  17 :02:01 -040 0 
To: 
Subject: 

Doug, 


Look this over and call me, in 25 minutes. I am going to the post office to next day mail this order. 


Mike Tomich 

SEC-SUMMIT -E-0000092 
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Fro m :  Kevin Brown 
Sent: Thu Mar 22 1 1  :44:40 201 2 
To: 

Su bject: Re: Ken Meissner 
Importance: Normal 

I remember those commercials 
On Mar 22, 201 2 1 1 :43 AM, wrote: 

> Thanks. I have a few of the old borchures lying around but I would prefer 
> the new ones. 
> 
> Thanks for your support. (Bartles and James) 
> 
> 
> 
> 
> 
> -----------------------------
> 
> *From: *"Kevin Brown" 
> *To: * 
> *Sent: *Thursday, March 22, 201 2  1 1  :38: 1 2  AM 
> *Subject: *RE: Ken Meissner 
> 
> Jutta took care of it this morning .  
> 
> ----------------------------
> *From:* 
> *Sent:* Thursday, March 22, 201 2 1 1 :30 AM 
> *To:*  Kevin Brown 
> *Subject:* Re: Ken Meissner 
> 
> Yes; I was in a hu rry and forgot to complete my thought. 
> 
> -----------------------------
> *From: *"Kevin Brown" 
> *To: * 
> *Sent: *Thursday, March 22,  201 2  7 : 1  3 :41 AM 
> *Subject: *RE: Ken Meissner 
> 
> I am guessing  you mean Summit brochures, right? 
> 
> -----------------------------
> *From:*  (mailto :  
> *Sent:* Wednesday, March 2 1  , 201 2 4:35 PM 
> *To:*  
> *Subject:* Ken Meissner 
> 
> Kevin ,  
> 
> 
> 
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> 
________________________________________ _ 

> 
________________________________________ ___ 

> Ken Meissner has several cl ients that are ready to i nvest i n  the Arete 
> program. He is asking for some brochu res. 
> 
> 
> 
> Can Jutta send h im 5 o r  6 brochures? It would be very helpfu l .  
> 
> 
> 
> 
> 
> His address is : 
> 
> 
> 
> 8 1  1 4  

780 1 5  
> 
> 

> 
> Thanks 
> 
> 
> 
> Doug 
> 
> 
> 
> 
> 
> 

> 
> "This message may contain confidential and/or privi leged information.  If =ou are not the 
addressee or a uthorized to receive this for the addressee, =ou must not use, copy, disclose, o r  
take any action based on this message = r  any information herein.  If  you have received this 
message in  error, plea=e advise the sender immediately by reply e-mail and delete th is 
message. T=ank you for your cooperation." 
> 
> 

> 
> "Th is message may contain  confidential and/or privi leged information. If =ou are not the 
addressee or  authorized to receive this for the addressee, =ou must not use, copy, disclose, or 
take any action based on this message =r any information herein .  I f  you have received this 
message in error, plea=e advise the sender immediately by reply e-mail and delete this 
message. T=ank you for you r  cooperation."  
> 
> 
> 
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Kevin Brown 

From:

Sent:

To:

Cc:

Subject: Arete and Mike Tomich 


Terry, 

I believe you sh ould have received one or two packages with business for the Arete SMA. 

Mike Tom ich and/or Ken Meissner are sending in business. 

l did not know if you were familiar with this type of business so I wanted to g ive you a "heads up". 

If there a re questions or issues with the way the forms are filled out, p lease cal l  me so I can get the 

advisor on the phone to correct. 


You and I spike about th is investmnet 2-3 weeks ago while 1 was driving to Los Angeles. You agreed 

to send a letter to the client welcomi ng them to Summit and acknowledging the amount of the 

investment. 


Thanks Terry, 

Doug 

Wednesday, March 28, 2012 5:15 PM 

S EC-SUMM IT-E-0000090 
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Kevin Brown 

From: 
Sent: Tuesday, Apri1 10, 2012 11:21 AM 

To: kevi nbrown@summ ittrust.com 

subject: Arete Business 

Kevin,  


I hope that you had a nice Easter with your fami ly. 


I wanted to review the Arete b usiness that is in  diffe rent stages of the process and to see if 

Contribution Agreements have been completed for those that have been in Las Vegas for awhile. 


Marcia Schutte . . .  $50 , 000 in the 5year plan (Mike Tomich) 

Jack Chadwick . . .  $50, 000 in the 1 0  year plan (Ken Meissner) 


You d id send me a confirmation of the Contribution Agreement for Duane a nd G loria Voorm an for 

$200 ,000. 

If it is not too much trouble, I would like to know when the Contributions Agreements are completed 

for each person. 

The advisors are cal ling me to check. ( In this case, Ken Meissner and Mike Tomich have called !)  


There a re several other cases that have been recently sent in but I doubt their checks wo uld have 

arrived in las Vegas before today: 


Anne Savage, $164,840 . . . . 5year plan 

Eleanor Weems, $1 00,000 . . .  10 year plan 


Than ks ,  


Doug 


SEC-SUMMIT -E-0000093 
DIVISION EXH. 35 



;; 

 

 

 

 

 

From: Kevin Brown 
Sent: Tue Ju l  1 0  1 3: 1  6 :50 201 2  
To: 

Cc: Gary S nisky 
Subject: FW: M ary G. Hart IRA 
Im portance: Normal 

FYI. 

*Kevin C. Brown, President* 

*S ummit Trust Company* 

"This message may contain confidential and/or privileged information .  If  
you are not the addressee or authorized to receive this for the addressee, 
you must not use, copy, disclose, or  take any action based on this message 
or any information herein.  If  you have received this message in error, 
please advise the sender immediately by reply e-mail and delete this 
message. Thank you for your cooperation." 

*From:* Theresa Le 
*Sent:* Tuesday, Ju ly 1 0, 201 2 1 2:49 PM 
*To:* Kevin Brown 
*Su bject:* Mary G. Hart IRA-

Hi Kevin ,  

We just opened this I RA account (Ken Meissner is  the advisor) and the 
client wants to purchase a " 1 0  year Summit Offering - 1 2P0 1 0i LLC Private 
Offering with Arete". The investment amount is $56,000.00 and the 
documents are in  the secure folder in case you wil l  need them to complete 
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please advise the sender immediately by reply e-mail  and delete this 
message. Thank you for your cooperation " 

the Contribution Form. 

Name of client: Mary G .  Hall 

Address: 

Thank you! 

Theresa Le 

Summit Trust Company 

www.summittrust.com 

PLEASE NOTE: Effective August 1 ,  201 1 ,  Summit Trust Compa ny's Las Vegas 
office has moved. Please direct all correspondence (including account 
documents) intended for this office to: Summit Trust Company, 886 1 West 
Sahara Ave . ,  Suite 2 1 5 ,  Las Vegas, NV 89 1 1 7. 

"This  message may contain confidential and/or privileged information. I f  
you are not  the addressee or a uthorized to receive th is  for the addressee, 
you must not use, copy, disclose, or take any action based on this message 
or a ny information herein. If  u· ha\i received this message in  error, 
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XFINITY Connect Page 1 of 1 

XFINITY Connect dlscott@comcast.ne1 
± Font Size : 

Ginnie Mae 10 yr. contract, Qualified fu nds IRA-

From : GWYNN MEISSNER Mon, Jun 25, 2012 11 :47 AM 

Subject : Ginnie Mae 10 yr. contract, Qualified funds - IRA 
To : Doug Scott 

Investers name is Mark E. Hart. The approximate amount is $149,500 sitting in cash in a CLA Investments account to be transferred 
to Summit via cash transfer authorization. Ken 

http ://web.mail.eomcast.net/zimbralh/prin W lf. ftz=America!New _York&. . .  7/23/20 1 3  
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From: Tom Porro 
Sent: Tue Apr 1 0  1 2: 1  6 :46 20 1 2  
To: 

Cc: 

S u bject: RE: Arete 
Im portance: Normal 

H i  Doug, 

We sent a $250, 000 wire (the Voorman & Schutte funds) on  April 4 to the US 
Bank account listed in  the investment agreement (ending in  0996). Please 
let me know if you d idn't receive it and we'll have our bank start a trace. 
I will a lso hold off on the Chadwick wire unti l  ! hear back from you. 

Tom 

From: 
Sent: Tuesday, Apri l 1 0  , 201 2  1 1  :55 AM 
To: 
Cc: 

· 

Subject: Arete 

Gentlemen:  

I am trying to track the flow of money from the c l ient  to Summit Trust (SMA) 
to Arete, LLC if possible. 

Kevin told me that he completed Contributions Agreements for the following 

clients and emailed them to Terry: 


Duane and Gloria Voorman . . .  $200,000. 


Marcia Schutte . . . . . . . . . .  . . .  . $50,000 


Jack Chadwick . . . . .  $50,000. 


I don't think that any money has been wire to Arete, LLC. 


I assume that Tom executes the actua l  wiring of the fu nds to Arete. 
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Can you tel l  me when the funds ($300,000) wi l l  be wired to Arete a nd can I 
receive a confirmation of those transactions i n  the future? 

Any questions, please cal l  me. 

Thanks, 

Doug 
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Kevin Brown 

Thursday, April 19, 2012 2:43 PM 

From:
Sent: 
To: 
Cc:
Subject: Arete 

Terry, 

I hope a l l  is wel l  with you. I sent you a email  earlier this week in which I asked that advisors be sent a 

copy of the welcome letter their cl ient receives when investing in Arete SMA. 

I don't know if you saw that correspondence or not. 

It ca n be embarrassing when a client receives a letter from Summit Trust and subseq uently asks the 

advisor about a detai l  of the letter and the advisor has no idea what he is being asked . 

The p u  rpose of the "copy" would be to a llieviate this potential problem . 


Can you please let me know if that is something we can do o n  al l  business having to do with Arete? 

Also, you previously sent me a l ist of 3 clients who h ad money wired to Arete; is there another gro u p  


of clients who have funds ready t o  b e  wi red this week? 

(Tom Porro indicated that he was ready to do a nother wire.) 

Are al l  the necessary forms ready to be e lectronical ly  sent to Arete? 


Than ks so m uch , 

Doug 

SEC-SUMM IT-E-0000095 
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Fro m :  Kevin Brown 
Sent: Mon Apr 30 1 7:39:50 20 1 2  
To: Terry Lee 
S u bject: RE: Arete 
Importance: Normal 

Terry, 

J utta scanned this to the secure folder today. Did you see it? 

Kevin 

*From:*  Terry Lee [mai lto 
*Sent:* Tuesday, April 24, 201 2  6:35 PM 
*To : *  
*Cc:* Kevin Brown 
*S ubject:* RE: Arete 

Not yet. 

Best Regards, 

Terry Lee 

Summit Trust Company 

www.summittrust.com 

PLEASE NOTE: Effective August 1 ,  201 1 ,  Summit Trust Company's Las Vegas 
office has moved . Please direct al l  correspondence ( including account 
docu ments) intended for this office to: Summit Trust Company, 8861 West 
Sahara Ave . ,  Suite 2 1 5 ,  Las Vegas, NV 891  1 7. 

*From:* 
*Sent:* Tuesday, April 24, 201 2 1 1 :25 AM 
*To:* Terry Lee 
*Su bject:* Fw: Arete 
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Terry, do you have a l l  the necessary paperwork from kevin for anne savage? 
Doug 

Sent v ia BlackBerry from T-Mobile 

*From: 

*Date: *Tue,  24 Apr 20 1 2  1 7:37 :48 +0000 

*To: *Tom 

*Reply To: 

*Subject: *Re :  Arete 

Tom, (I assume this is for Anne Savage. )  Arete cannot take $.35.  Other than 
that you can send the $ 1  66,498. Thanks for the update. Doug 

Sent v ia BlackBerry from T -Mobile 

*From: *"Tom Porro" 

*Date: *Tue, 24 Apr 201 2  1 3: 1  7 :40 -0400 

*To: 

*S ubject: *RE : Arete 

Hi Doug, 

I have some more funds to send you. Do you want/need certain round 
numbers, or shou ld I send you everything ($1 66,498. 35)? Thanks 

Tom 

*From:*  
*Sent:* Thursday, April 1 9  , 201 2  5:59 PM 
*To:* Tom Porro 
*Subject:* Re: Arete 
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Thank you. 

Sent via BlackBerry from T -Mobile 

*From: *"Tom Porro" 

*Date: *Thu ,  1 9  Apr 201 2  1 7:25:26 -0400 

*To: 

*Cc: 

*Subject: *RE: Arete 

Hi Doug, 

The wire went out this afternoon. I t  was for $365,750, broken down as 
follows: 

Jerome Beland I RA - 5 year interest - $21 5, 750 

Eleanor Weems - 1 0 year interest - $1 00,000 

Jack Chadwick - 1  0 year interest - $50,000 

Thanks 

Tom 

*From:* 
*Sent:* Thursday, April 1 9, 20 1 2  1 1  :22 AM 
*To:*  Tom Porro 
*Su bject:* Re: Arete 
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Tom,  


Can you let me know when and how much the wire would be? 


Thanks, 


Doug 


*From: *"Tom Porro" 

*Sent: *Thursday, April 1 9 ,  201 2 1 1 :  1 6  :30 AM 
*Subject: *RE: Arete 

Hi Doug, 

Any u pdate on this? We have a couple of accounts with funds to invest 
now. Than ks 

Tom 

*From:* 
*Sent:* Tuesday, April 1 0, 20 1 2  1 2:23 PM 
*To:* Tom Porro 
*Subject:* Re: Arete 

Thanks for you r  qu ick reply; I wi l l  check on that immediately and update 
you .  

*From: *"Tom Porro" 
*To: 
*Cc: 
*Sent: *Tuesday, April 1 0, 20 1 2  1 2: 1  6:46 PM 
*S ubject: *RE: Arete 

Hi Doug, 

We sent a $250 , 000 wire (the Voorman & Schutte funds) on Apri l 4 to the US 
Bank account l isted in  the investment agreement (ending i n  0996).  Please 
let me know if you didn't receive it and we' l l  have our bank start a 
trace. I wil l  also hold off on the C hadwick wire until I hear back from 
you .  
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Tom 

*From:* 
*Sent:* Tuesday, April 1 0 ,  20 1 2  1 1 :55 AM 
*To:*  
*Cc:* 
*Subject:* Arete 

Gentlemen : 

I am trying to track the flow of money from the cl ient to Summit Trust 
(SMA) to Arete, LLC if possible. 

Kevin told me that he completed Contributions Agreements for the fol lowing 

clients and ema i led them to Terry: 


Duane and Gloria Voorman . . .  $200 ,000 . 


Marcia Schutte . . . . . . . . . . .  . .  . $50,  000 


Jack C hadwick . . . . .  $50,000. 


I don't think that any money has been wire to Arete, LLC. 


I assume that Tom executes the actua l  wiri ng of the funds to Arete. 


Can you tell me when the funds ($300,000) wil l  be wired to Arete and can I 
receive a confirmation of those transactions in the future? 

Any questions, please call me. 

Thanks, 

Doug 
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"This message may contain confidential and/or privi leged information .  
I f  you are not the addressee or authorized t o  receive this for the 
addressee, you must not use, copy, disclose, or take any action based 
on this message or any i nformation herein.  If you have received this 
message in  error, please advise the sender immediately by reply e-mai l  
and  delete this message. Thank  you for you r  cooperation . "  
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Kevin Brown 

From:
Sent:
To:
Cc: 

Friday, May 04, 2012 12:05 PM 
Kevin Brown 

Gary Snisky 
Subject: A rete 

Kevin, Gary has some new ba nking info and forms for a nyth i ng going to him afte r today. (Something about the new 

"Jobs Bill" and clause in Dodd-Frank.  I w i l l  get that to you by Mo nday. Don't wire anything u ntil you have this i nfo. Al l  is 

good. Have a great weekend. Doug Sent via BlackBerry from T-Mobile 

SEC-S U M M IT-E-0000096 
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Kevin Brown 

From; Jennifer Revzon 
Sent: Tuesday, June 05, 2012 4:40 PM 
To: 'Kevin Brown' 
Subject: FW: Key 

Hi Kevin , 


Do you know a nything about this? I know last month you gave me updated wire info for Arete. Also, do you know 

anyth ing about the $214,000 that he's talking about? I don't think I have any outsta nd ing purchases waiting. 


Thank you. 


Jen 


From : 
sent: Tuesday, June 05, 2012 3 :54 PM 
To: Les RevzonSubject: Fw: Key 

Jennifer, Here is the new bank info for wires to Arete, in Longmont, CO. The name of the account is "Group 
Summit LLC " .  There should be approx $2 14K ready to wire. Please check with Kevin Brown to make sure he is 
ok with new wiring instructions. Would you be kind enough to acknowledge receipt of my email? Thanks, 
Doug 
Sent vi a BlackBerry from T-Mobile 

From: "Gary C. Snisky" 

lScott<d 
Date: Tue, 5 Jun 20 1 2  1 2:23:40 -0600 
To: Douglas
Subject: Key 

Doug here is the Key information, 

Stacey Niles 
Key Bank 

GCS 

Tel 303-459-270 l I Fax 303-459-2723 
Longmont, CO Arete, LLC I 80504 

This transmission, including any attachm.:nts, is for t e sole use of the intended recipients and contains mformation from Arete, LLC and/or it's parent or holdings companies that 
may be privileged and confidential If you are not tl>e addressee or authorized to rc;:eive this for the addressee, you must not use, copy, disci<>Se, or take any actioo based on this 
transmission or any information herein. If you have received this message in error, please advise the sender immediately by reply e-mail and delete this message. Thank you for 
your cooperation 
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From: 

Sent: Tue Ju l  1 0  1 0: 1  5:30 20 1 2  
To : Kevin Brown 
Subject: Re: Arete paperwork for 30201 2  
Importance: Normal 
Attachments: G roup Summit Contribution Agreement J u ly20 1 2 . pdf 

Kevin ,  

Here is  the new (3rd quarter) form. I wi l l  have Rick Gerrott (Gary's partne=) contact you and set up 
the "briefcase". 

Hope you had a nice vacation.  

Doug 

----- Origina l  Message ----

From: "Kevin Brown" 
To: 
Sent: Tuesday, Ju ly 1 0  , 201 2  9:51 : 1 2  AM 
Subject: RE:  Arete paperwork for 3020 1 2  

Doug , 

I don't have the forms (what is the briefcase?). Would you fo=ward , or let me know where I can find 
tr1e briefcase? 

Kevin C. Brown , President 

Summit Trust Company 
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"This message may conta in  confidential and/or privi leged information.  If yo= are not the 
addressee or authorized to receive this for the addressee, yo= must not use, copy, d isclose, or  
take any  action based on this message or=any information herein.  I f  you have received this 
message in error, please=advise the sender immediately by reply e-mail and delete this 
message. Tha=k you for your cooperation." 

From: 
Sent: Tuesday, July 1 0  , 201 2  9 :48 AM 
To : Kevi n  Brown 
Subject: Re: Arete paperwork for 3Q20 1 2  

Yes. I think you have an Arete Briefcase that was updated last week. But if=not I can forward to you. 

Sent v ia BlackBerry from T-Mobile 

Front Kevin Brown < 

Date: Tue, 1 0  Ju l  20 1 2  09 : 1  7 :24 -0400 

To: < > 

Subject: Arete paperwork for 3Q20 1 2  

Doug, 

Does Arete have new forms for the period from July through September? =We have a new 
account for Mark Hart I RA -- $1  49K - for the 1 0  year=program. Ken Meissner is the rep. 
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Kevi n  C. Brown , President 

S ummit Trust Company 

"This message may conta in  confidential and/or privi leged information .  I f  yo= are not the 
addressee or a uthorized to receive this for the addressee, yo= must not use, copy, d isclose, or 
take any action based on this message or=any information herein .  I f  you have received this 
message i n  error, please=advise the sender immediately by reply e-mail  and delete this 
message. Tha=k you for your cooperation." 

"This message may conta in  confidential and/or privi leged information . If  yo= a re not the 
addressee or a uthorized to receive this for the addressee, yo:. must not use, copy, disclose, or 
take any action based on this message or=any information herein. If you have received this 
message in error, please=advise the sender immediately by reply e mail and delete this 
message. Tha=k you for your  cooperation." 

"This message may conta in  confidential and/or privi leged information. I f  yo:. a re not the 
addressee or authorized to receive this for the addressee, yo= must not use, copy, disclose, or 
take any action based on this message or=any information herein .  I f  you have received this 
message in  error, please=advise the sender immediately by reply e-mai l  and delete this 
message. Tha=k you for your cooperation . "  
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Case 1 : 13-cv-00!:57-REB-KLM Document 28 

$62,

TOYOTA TACOMA, VI N 

o a e 2 ol 4 
usoc colorad p g 

Filed 11/22/13 USDC Colorad o Page 1 of 4 

1221 3
-- -""'" '? R  Filed 

I N  THE U N IT E D  STATE S  DISTRICT C O U RT 
FOR TH E D I ST R ICT O F  C O LORADO 

Civil  Action No. 1 3-cv-00567 -REB-KL M  

UN  ITED STATES O F  AMERICA, 

Plaintiff, 

v. 

1 .  

2 .  

232.97 S EIZED FROM VECTRA BANK ACCOUNT , 

$6 ,528.63 SEIZED FROM VECTRA BAN K ACCO U NT 

3. 	 $702 . 3 7  SEIZED FROM US BANK ACC O U NT 

4. 	 $24,242.52 SEIZE D  FROM COMPASS BAN K  ACCO U NT 

$ 1 ,  004,786.66 SEIZED FROM COMPAS S  BAN K  ACCOU NT 

$831 , 786.86 S E IZED FROM COMPA S S BAN K  ACCOUNT 

$ 1  9 ,275. 96 SEIZE D  FROM COM PA S S  BAN K ACCOU NT 

$ 1  5 ,249.67 SEIZED FROM COMPASS BAN K ACCO U NT 

$2, 1 98 .38 S E IZED FROM E LEVATI O NS C REDIT U N I O N  ACCOU NT 

$600.00 SEIZED FROM COM PASS BAN K ACCOU NT , 

1 :.:$ 1 00 . 00 SEIZED FROM COMPAS S  BAN K ACCOU N T  , 

1 490. 1 5  SEIZED FROM COM PAS S  BAN K ACC O U N T  

1 3$40.76 SEIZED FROM WE L LS FARGO BAN K ACCO U NT 

1 4 ',796.60 SEIZED FROM WE L LS FARG O BAN K ACCOUNT , 

1 5 . 5. 1 2  SEIZE D  FROM NAT I ONAL BAN K O F A R IZONA ACCO U NT 

, 

1 7 .  \ TRIUMPH T H U N D ERBI R D  ABS , V 

1 
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U.S. Securities and Exchange 

Commission 


Division of Enforcement 

Prej udgment Interest Report 


Meissner penalty on $7,500 


Violation Amount $7,500.00 

05/0 1 120 1 2-

Quarter Range 

06/3 0/20 1 2  

07/0 1 /20 1 2-

09/30/20 1 2  

1 0/0 1 120 1 2-
1 2/3 1 /20 1 2  

0 1 10 1 120 1 3 -

03/3 1 120 1 3  

04/0 1 /20 1 3 -

06/3 0/20 1 3  

0710 1 120 1 3 -
09/3 0/20 1 3  

1 0/0 1 120 1 3 -

1 2/3 1 120 1 3  

0 1 10 1 120 1 4-

03/3 1 120 1 4  

04/0 1 120 1 4-
06/30/20 1 4  

07/0 1 120 1 4-

09/30/20 1 4  

1 0/0 1 /20 1 4-

1 2/3 1 120 1 4  

0 110 1 120 1 5-

Annual Period Quarter 

Rate Rate Interest 


3 %  0 . 5 %  $37 .50  

3 %  0.75% $ 5 6 . 84 

3 %  0.75% $57.27 

3 %  0 .74% $ 56 . 60 

3 %  0.75% $57.65 

3 %  0 .76% $ 5 8 .72 

3 %  0 .76% $59 .  1 7  

3 %  0 .74% $ 5 8 .32  

3 %  0.75% $59 .40 

3 %  0 .76% $60.50 

3 %  0 .76% $60 .96 

3 %  0 .74% $60.09 

P rincipal+ Interest 

$7,537 .50  

$7,594 .34  

$7,65 1 .6 1  

$7,70 8 . 2 1  

$7,76 5 . 86 

$7,824 . 5 8  

$7,883 .75 

$7,942 .07 

$8,00 1 .47 

$ 8,06 1 .97 

$8 ,  1 22 .93 

$ 8, 1  83 .02 
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Q uarter 
Prej udgment Prej udgment 

Interest 
Violation Range Total

Total 

08/01/2012- $848.68 $1 1 ,085.68 03/3 1/20 1 5  
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3 %  

U.S. Securities and Exchange 

Commission 


Division of Enforcement 

Prejudgment Interest Report 


Doug Scott Prej udgment Interest Calculatio n :  $6,030 
Annual Period Quarter 

Quarter Range Principal+ Interest 
Rate Rate Interest 

Violation Amount $6,030.00 

05/0 1 /20 1 2-
3 %  0 . 5 %  $30 .  1 5  $6,060.  1 5  

06/3 0/20 1 2  

07/0 1 /20 1 2-
3 %  0.75% $45 .70 $6, 1 05 . 8 5  

09/3 0/20 1 2  

1 0/0 1 /20 1 2-
3 %  0.75% $46 . 04 $6, 1 5 1  .89 

1 2/3 1 120 1 2  

0 110 1 /20 1 3 -
3 %  0 .74% $45 . 5  1 $6, 1 97.40 

03/3 1 120 1 3  

04/0 1 120 1 3 -
3 %  0.75% $46 . 3 5  $6,243 .75 

06/3 0/20 1 3  

07/0 1 120 1 3 -
3 %  0.76% $47.2 1 $6,290.96

09/3 0/20 1 3  

1 0/0 1 120 1 3-
3 %  0.76% $47 .57  $6,3 3 8 .53  

1 2/3 1 /20 1 3  

0 1  /0 1 /20 1 4-
3% 0.74% $46 .89  $6,3 8 5  .42 

03/3 1 120 1 4  

04/0 1 /20 1 4-
06/30/20 1 4  

0710 1 120 1 4-

0 .75% $47. 76 $6,43 3 .  1 8  

3 %  0.76% $48.65 $6,48 1 . 83 
09/30/20 1 4  

1 0/0 1 120 1 4-
3 %  0 .76% $49.0  1 $6, 5 3 0 . 84 

1 2/3 1 /20 1 4  

3 %  0 .74% $48 . 3  1 $6,579 .  1 5  0 1 /0 1 120 1 5-
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03/3 1 /20 1 5  

Quarter 
Prej u dgment Prej udgment 

Interest 
Violation Range Total 

Total 

05/0 112012-
03/3 1120 1 5  $549. 1 5  $6,579. 1 5  
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Quarter Range 

Violation Amount 

06/0 1 120 1 2-

06/3 0/20 1 2  

07/0 1 120 1 2-

09/3 0/20 1 2  

1 0/0 1 /20 1 2-
1 2/3 1 120 1 2  

0 1 10 1 120 1 3 -

03/3 1 120 1 3  

04/0 1 120 1 3 -

06/3 0/20 1 3  

0710 1 120 1 3 -
09/30/20 1 3  

1 0/0 1 120 1 3 -

1 2/3 1 120 1 3  

0 1 10 1 120 1 4-

03/3 1 120 1 4  

04/0 1 /20 1 4-
06/30/20 1 4  

07/0 1 /20 1 4-

09/3 0/20 1 4  

1 0/0 1 120 1 4-

1 2/3 1 /20 1 4  

0 1 10 1 /20 1 5-

U.S. Securities and Exchange 

Commission 


Division of Enforcement 

Prej udgment Interest Report 


Doug Scott Prej udgment Interest Calculatio n : $ 12,043.60 
Annual Period Quarter 

Rate Rate Interest 


Principal+ Interest 

$ 1  2,043 .60 

$ 1  2,073 .22 

$ 1 2, 1 64 .26 

$ 1  2,255  .99 

$ 1  2,346.65 

$ 1 2,43 9 . 00 

$ 1 2,533  .06 

$ 1  2,627 .83 

$ 1  2,72 1  .24 

$ 1 2,8  1 6 .39  

$ 1 2,9 1 3 .3 0  

$ 1  3 ,0 1  0 .95  

$ 1 3 , 1 07.20 

3 %  0.25% $29.62 

3% 0.75% $9 1 .04 

3% 0.75% $ 9 1  . 73 

3 %  0 .74% $90.66 

3% 0.75% $92 . 3 5  

3 %  0.76% $94.06 

3% 0 . 76% $94.77 

3 %  0 .74% $93 . 4  1 

3 %  0.75% $95 . 1 5  

3 %  0 .76% $96.9 1 

3 %  0.76% $97.65 

3 %  0 .74% $96.25 
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03/3 1 /20 1 5  

Prej udgment Quarter Prej udgment 

Violation Range Interest Total Total 

06/01/201 2- $1  ,063.60 $13,107.20 03/3 1/20 1 5  
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U.S. Securities and Exchange 

Commission 


Division of Enforcement 

Prejudgment Interest Report 


Doug Scott Prejudgment Interest Calculation : $2,322.50 
Annual Period Quarter 

Quarter Range Principal+ Interest 
Rate Rate Interest 

Violation Amount $2,322 .50  

07/0 1 120 1 2-

09/30/20 1 2  
3 %  0.75% $ 1 7. 5 1  $2,340 .0  1 

1 0/0 1 120 1 2-

1 2/3 1 120 1 2  
3 %  0.75% $ 1  7.65 $2,3 5 7.66 

0 1 /0 1 /20 1 3-
03/3 1 120 1 3  

3% 0 .74% $ 1  7.44 $2,3 75 .  1 0  

04/0 1 /20 1 3 -

06/30/20 1 3  
3 %  0.75% $ 1  7.76 $2,392 .86 

07/0 1 /20 1 3 -

09/3 0/20 1 3  
3 %  0 .76% $ 1  8 . 09 $2,4 1 0.95 

1 0/0 1 120 1 3 -
1 2/3 1 120 1 3  

3 %  0 .76% $ 1  8 .23 $2,429 .  1 8  

0 1 10 1 /20 1 4-

03/3 1 /20 1 4  
3 %  0 .74% $ 1  7.97 $2,447. 1 5  

04/0 1 120 1 4-

06/30/20 1 4  
3% 0 .75% $ 1  8 . 3 0  $2,465 .45 

0710 I /20 14-
09/30/20 1 4  

3 %  0 .76% $ 1  8 .64 $2,484.09 

1 0/0 1 120 1 4-

1 2/3 1 120 1 4  
3% 0 .76% $ 1  8 .78  $2,502 .87 

0 110 1 120 1 5-

03/3 1 120 1 5  
3% 0 .74% $ 1 8 . 5 1  $2,52 1 .3 8  
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Quarter 
Prej u dgment Prej u dgment 

Interest 
Violation Range Total 

Total 

07/01/2012- $ 1 98.88 $2,52 1 .38 03/3 1/201 5 
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Quarter Range 

Violation Amount 

08/0 1 /20 1 2-

09/30/20 1 2  

1 0/0 1 /20 1 2-

1 2/3 1 /20 1 2  

U.S. Securities and Exchange 

Commission 


Division of Enforcement 

Prejudgment Interest Report 


Doug Scott Prejudgment Interest Calculation :  $4423. 7 4 
Annual Period Quarter 

Principal+ Interest 
Rate Rate Interest 

$4,423 .74 

3 %  0 . 5 %  $22. 1 2  $4,44 5 . 8 6  

3 %  0.75% $ 3 3 . 5 3  $4,479 . 3 9  

0 1 /0 1 120 1 3 -
3 %  0.74% $33 . 1  4 $4,5  1 2 . 5 3  

03/3 1 /20 1 3  

04/0 1 /20 1 3 -
3% 0.75% $33 .75 $4,546 .28 

06/30/20 1 3  

07/0 1 /20 1 3 -
3 %  0 . 76% $34. 3 8  $4,5 80.66 

09/30/20 1 3  

1 0/0 1 /20 13 -
3 %  0.76% $34.64 $4,6 1  5 .3 0  

1 2/3 1 120 1 3  

0 1 /0 1 /20 1 4-
3 %  0 .74% $34.  1 4  $4,649.44

03/3 1 120 1 4  

04/0 1 /20 1 4-
3 %  0.75% $34.78 $4,684.22 

06/30/20 1 4  

0710 1 120 1 4-
3 %  0.76% $3 5 .42 $4,7 1 9 .64 

09/30/20 1 4  

1 0/0 1 120 1 4-
3 %  0 .76% $35  .69 $4,75 5 .33  

1 2/3 1 /20 1 4  

0 1 /0 1 120 1 5-
3 %  0 .74% $3 5 . 1 8  $4,790. 5 1  

03/3 1 /20 1 5  
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Quarter
Prej udgment Prej udgment

Interest 
Violation Range Total

Total 

08/0 2012- $4,790.5103/3
1/
1/2015 $366.77 
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U.S. Securities and Exchange 

Commission 


Division of Enforcement 

Prej udgment Interest Report 


Doug Scott Prej udgment Interest Calculation : $909.00 
Annual Period Quarter 

Quarter Range Principal+ Interest 
Rate Rate Interest 

Violation Amount $909.00 

09/0 1 /20 1 2-
3 %  0.25% $2.24 $9 1 1 .24 

09/30/20 1 2  

1 0/0 1 /20 1 2-
3 %  0.75% $6.87 $9 1 8 . 1 1  

1 2/3 1 /20 1 2  

0 1 /0 1 /20 1 3 -
3 %  0 .74% $6.79 $924 .90 

03/3 1 120 1 3  

04/0 1 /20 1 3 -
3 %  0.75% $6.92 $93 1 . 82 

06/3 0/20 1 3  

07/0 1 /20 1 3 -
3 %  0 .76% $7.05 $93 8 . 87 

09/30/20 1 3  

1 0/0 1 /20 1 3 -
3 %  0 .76% $7. 1 0  $94 5 . 97 

1 2/3 1 /20 1 3  

0 1 10 1 /20 1 4-
3 %  0.74% $7.00 $952.97 

03/3 1 120 1 4  

04/0 1 /20 1 4-
3 %  0.75% $7. 1 3  $960 .  1 0  

06/3 0/20 1 4  

07/0 1 /20 1 4-
3 %  0.76% $7.26 $967.3 6  

09/3 0/20 1 4  

1 0/0 1120 1 4-
3 %  0 .76% $7.3 1 $974 .67 

1 2/3 1 /20 1 4  

0 1/0 1 120 1 5-
3 %  0 .74% $7.2 1 $98 1 . 88  

03/3 1 120 1 5  
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Quarter 
Prej udgment Prej udgm ent 

Interest 
Violation Range Total

Total 

09/0 1/2012-
03/31/201 5  $72.88 $98 1.88 
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U.S. Securities and Exchange Commission 
Division of Enforcement 

Prejudgment Interest Report 

Doug Scott Prej udgment Interest Calculation:$145.00 

Annual Period Quarter
Quarter Range Principal+Interest

Rate Rate Interest 

Violation Amount $ 1 45 . 00 
1 0/0 20 1 2- 3% 0.75% $ 1 . 09 $ 1 46.091 2/3

1 /
1 /20 1 2  

0 1 10 1 120 1 3-
03/3 1 /20 1 3  3% 0.74% $ 1  .08 $ 1 47. 1 7  
04/0 1 /20 1 3-
06/30/20 1 3  3% 0 .75% $ 1 . 1 0 $ 1 48 .27 
07/0 1 /20 1 3- 3% 0 .76% $ 1 . 1 2 $ 1 49.3909/30/20 1 3  
1 0/0 1 /20 1 3-
1 2/3 1 120 1 3  3% 0 .76% $ 1 . 1 3 $ 1 50 .52 
0 1 10 1 120 1 4-
03/3 1 /20 1 4  3% 0 .74% $ 1 . 1  1 $ 1 5 1 .63 
04/0 1 120 1 4-
06/30/20 1 4  3% 0.75% $ 1 . 1 3 $ 1 52 .76 
07/0 1 /20 1 4-
09/30/20 1 4  3% 0 .76% $ 1 . 1 6 $ 1 53 .92 
1 0/0 20 1 4- 3% 0 .76% $ 1 . 1 6 $ 1 55 .081 2/3

1 /
1 /20 1 4  

0 1 /0 1 /20 1 5-
03/3 1 120 1 5  3% 0 .74% $ 1 . 1 5 $ 1  56.23 

Prejudgment Quarter Prejudgment 
Violation Range Interest Total Total 

1 0/0 1/201 2-
$ 1 1 .23 $156.23

03/3 1/2015 
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U.S. Securities and Exchange Commission 
Division of Enforcement 

Prejudgment Interest Report 
Doug Scott Prejudgment Interest Calculation: $424.00 

Annual Period Quarter
Quarter Range Principal+Interest

Rate Rate Interest 

Violation Amount $424.00
1 1 /0 20 1 2-
1 2/3

1 /
1 /20 1 2  3% 0 .5% $2. 1 2  $426. 1 2  

0 1 /0 1 120 1 3-
03/3 1 120 1 3  3% 0 .74% $3. 1 5  $429.27 
04/0 1 /20 1 3-
06/30/20 1 3  3% 0.75% $3 .2 1 $432.48 
07/0 1 120 1 3-
09/30/20 1 3  3% 0.76% $3.27 $435 .75 
1 0/0 1120 1 3- 3% 0 .76%1 2/3 1120 1 3  $3 .29 $439.04 
0 1 10 1 120 1 4- 3% 0 .74% $3 .2503/3 1 /20 1 4  $442 .29 
04/0 1 /20 1 4-
06/30/20 1 4  3% 0.75% $3 .3 1 $445 .60 
07/0 1 /20 1 4-
09/30/20 1 4  3% 0.76% $3 .37 $448.97 
1 0/0 1 /20 1 4-
1 2/3 1120 1 4  3% 0 .76% $3.39 $452.36 
0 1 /0 1 /20 1 5-
03/3 1 /20 1 5  3% 0.74% $3 .35 $45 5 . 7 1  

Prejudgment Quarter Prej udgment 
Violation Range Interest Total Total 

1 1/0 1/20 1 2-
$3 1.71  $455.7103/3 1/20 1 5  
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1loo2 loavid 8,240.0'---0·+

-
-------l - - Self lmiscellaneous --

l
-s- ·--1;79s:so I 42.81

+
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�ZY3_Q_1 _]b_a_�_-;;c_e--__-= =---.- J_-_-_-_-
_-_ 

-
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-_______ ---r-_________ 

·----t---o-----::-cl--2 -
_
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i
ar
_
d 

_
__ ��}����ata d -520,0oo:oo j-S 32 ·: ----l _v_2/2011 

; -----+7$ __ ?81:05.1 1--- - · --
j- $ 21.31 

-'-=-""----------f--'mmi 
miscellaneous --, -- , --------- ----------+-----+7---��r-----; 

---------+-------- - ---- -- - -----+--- --------------t-- -------------------4---------+ --------+----------deta i l  

ZeekRewards Zeekler.co-;:;--------------t----------1--':-------='--'::+-------------
---·-· 

- · ':-- - -- 1-- ------------ -- --·-- ----1---------- --------+-------+�----- '-- - 4-------ZeekRewards 1�'�'==-=--- -f=-:..::c..::.:.c=�=-:-- --·-·----
---t===-.:.:..:=-:-------- ------+-----1--':------------+--------

f':-':-·-.C!.. "-'-c-+:= .:..:.c--=:--_______ +z::_e.c.ek:-R:-e:_:wc.:a:.__r-=:d.:..s_ 
ZeekRewards 

:  li:: : -;- - - -- -- - - -- -- li:� ��:��  -H 
1 

Date 

xxxxxx0996 

Transaction Type Source I Payee Credits WithdrawalsCategory Balance 

Arete, LLC 

8/31/2011 J David Sorrells Sorrells $.8731.72011-Tct;;d;-;;;:;J---- -- --l;-;-;;ine Storage8731;2o11l ; k-c d------TsunRose Cafe ----- restaurant $�� i sun Rose ca e - Giafira Benites - $ _ --
-
--- -

deposit Sharyn Smith $ 50,500.00
9/6/2011 check card Safeway groceries 

· 

restaurantSun
Sun 

Rose
Rose

Cafe
Cafe restaurant $ 27.91 

$ 33.00

miscellaneous
restaurant
no 

Zeekler.com

Zeekler.com
Zeekler.com
Zeekler.com 

s 

:)i i6  
ZeekRewards 

- - - - - - --��:66
Zeekler.com
Zeekler.com
restaurant 

_____ 

500.00 
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-D_L1l/2D__l.U r:_cf<_ -- -----J_f:l_oliday !travel 

I I S w/"i2hcl11 TiO()S"" IHabane o -----
i0/12/201i]_check I I I 
&12/2011 I I I I rrestaurant I 
110/12/2011 dep _ IJames jsun_Ros;: Cafe _ l"_ t<l_llra_l"l_t _ _  _ __ _ _ __ 

 +�m������-��E��2�---- --- ��;�:���: --------�:��:�� ·-------l------ --- ------: ET- - - - =- =
-
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e
l lane-;;- ;--·----------·-j -------------1+ - 3

HH----- ---·-- - -
IQZill?:oijJS\'�t_hd���<JI = == -:j ic s a --- ==== -= :: = - -] isc_e_ =-= - -------==r ==== = ==n==- = ==� U==-=

-
= ==·==-10/18/2011 1 $ r--- -- ··-·- j - r- --- ---- -------·· -· ·--··--·------!·-------- -:

-
· --- ----

!iliijil  }; t ==== f!!f: 1 : .. . . .. - - ---+----= =1!1 =-  -
10/20/2011 : check IJanies 34.1  
1IQl? L _<iiffio_o_ - --= =-- !stylus Cons i"tirJg us 71_7_:<l�f-------10/24/201l-[check n 

I
_

]l:j1 }
_

-1r;; ;J;;_=== :.:;�;:e m _____ _ _ ��,��:;,"' . l-- :: ;   1_0/25/_?_�1 ustomer jCounter '{llithdr ---- $ 8,80Cl:_00 _____ _ 
withdr Counter 13,000.00 ___ _ 

- /26L;W11 I ISun 30.32 
_ 335.60 I -----

!Sun ---- I 
I 

1:1/lj2()_ 1 b_?��ce 
!Sun 
!Sun 

111/3/2011 IVonage 
1 11/3/2011 iMark - I - -111/3/2011 1 1  "' l 0 nn 
111 /4/?nu The ;:·,/, :: 1 1 /'+/ <:vll 
l ll/7/2011 I 
1 11/7/201 1  j check "esta.;rant 2?.:02 
l llf8!_ 0- 1 I 590.0Cl

--
- -- -

L1/8/20l1 jWithdrawal [)pnn<itPri ltem ?r;r; ?Q  ?n 
1 11/9/2011 _ 0}:_() jGreeott _?.O.Q:OQ_ 
1 11/9/2011 I staurant 
l11j /3011 ! check ! restaurant 
ll/14)2011 i ch ck- -;d !household 

lil/14/2011 [check 
1/14! _()_11 

1 11/14/2011 !Shell $_ 
jshel l 25.0 -----  IS II Service ------- - ·--l· ·c -:- c  49.77+- -

$
-

I 
l_lf.l.§L2__()1}:_ jCircle 

! P ueblo iauto , . ,v " "  
1 1/16/2011 !shell i a utomuuve 
[:1_1(17/2011 " 'e"""""e"' 
111/lJ ______ __ :nterprise 
1 1 l7j2011 ! check _2 :00_ 
111/17/2011 i check 
i 1_1/_l_Y_2_0]_l _lcheck 25.00_ 
1-1/i7/"2"()11 
L1/17/2011 ! check 
l1/17 I 
1 11/17/2011 ! deposit \Vittoria 1 fi  <?  n1 

 
�- k�..!n._l]le_l)t_ _ _ _ _ _  _ _ U1 V 1 1Ul  .EXH. 4'/ 

--

Return 
$ 

$_ 

506.84
restaurant $ 49.6810/11/2011 Icheck card II HOP 

Inn _______ 

$ 1,900.00__ _______ Holdings-:-LL Habanera Holdings, Llc
Sec of State TRA $ 50.00Sec of State TRA 

$ 10.06check 
card
card restaurant · 1o!iii20Ulct;  --- --

Sun
Sun 

Rose
Rose 

Cafe
Cafe $ 20.15

G Mini James G Mini $ 110,000.00
10( /20!1 check card 10:88_ 

Icheck card iZeekRewards IZeekler.com I 99.00 I· - ···-- ·--·- .. . - ----- ---------·-··--·· -------·--·-·-·---r·---- ----- - ------ ---- ·- ----- --

card Cafe I restaurant $
Consulting $

card Rose Cafe restaurant $ 28.86 

_ withdrawals
10/25/2011 customer

10/27/2011 I
10/27/2011
10/31/2011
_10./ll/2011 

check
check
check
check
check 

card
card
card
card
card

check
/3/2011 

card
check
check 

card
card

deposit
wire
\,\'ire-wire
check

check 

card
card
card 

Withdrawal
Rose Cafe


I
I
rvine
rvine 

Self
Self

Storage
Storage


jSun 
Rose
Rose 

Cafe
Cafe


Rose
Rose 

Cafe
Cafe


R Messelt

.Oak LLC

The 
Entrust
Entrust

Sun
Sun 

Rose
Rose 

Cafe
Cafe

Entrust
Deposited
Greeott 

Counter
Counter

Withdrawal
Withdrawal

restaurant
miscellaneous
miscel laneous
restaurant
restaurant 

restaurant
restaurant
miscel laneous
Mark R Messelt
Oak Investment, LLC
The
The 

Entrust
Entrust

restaurant

Entrust 

H _1 _ 

$ 

$ 
$ 

$ 

379.81 
$ 15.36 
$ 25.45 

$ 780,764.44
$ 56.82 
$ . 18.04 
$ 59.93 

$ 266,295.20 

$ 46,242.24... ... .. 
$ 113,964.03 

$ 

$ 24.91 
$ 

-$
Item Return 
 $

check Mik
 51.99
32.91

e
card
card 


Enterprises
()shays $

Sun Rose Cafe $
Best Buy $ 64.64- Chevron automotive 26.01

restaurant S$ 6.71
11.42

! check 

.


l 1/1 L2Q.11

11/14/2011
11/14/2011 

restaurant 

17.37


$
Service
Service 


automo
automo $ 

$S 


card
card

check card
check
check
check
check 

card
card
card
card 


automo

tive
tive
tive -·-----WWW.1andl.com miscel laneous

Mark R Messelt Mark R Messelt $ 266,295.20
Ayres Hotel travel
shell Service 

199.99

· ·· -- -- ···-···· · -- - - - ----- ·· -··11/14/20

11/14/20 wire
11/15/20

11
11
11

_11/15/2011

11/16/2011 

/2011 check 

S43.66
41.08S 13.11$ 
31.10

automotive
a utomotiveK

Gas
Service

sino Arizona 

check
check
check
check
check 

card
card
card
card
card

eck caLd 
50.58
21.68

$ 

$
Rent-A-Car 

$

travel 
 $ 651.20 
$ 
$ 25.00 

_ _ 

j check 

Sec
Sec
Sec
Sec 

of
of
of
of 

State
State
State
State 

TRA
TRA
TRA
TRA 

Sec
Sec
Sec
Sec 

of
of
of
of 

State
State
State
State 

TRA
TRA
TRA
TRA

Shell Service a utomotive 

$ 

card
card
card
card
card
card 


125.00
24.00

35.426.00

$

/2011 customer withdrawals Counter Withdrawal CounterWithdrawal $
Vittoria Giovannucci Giovannucci 

$ 

Arizona S11/18/2011 , check card 
 290.92
$ 



! check ! Cas ino !entertainment 
l1/18/20ii'lhe k Safeway jgroceries I I 

----lSun 
111/18/2011 ZeekRewards 

!ZeekRewards 

H7 -I - : - [ :; ----- ------ -- : _ :  --· 1 - - 1��:  I 
_l:1l_ Yl?!. ec _C:<l_ ------ \Lo\\1_ - ----- 162.?_1-l-----l 21/201-?-i_<:he_:;k c

- !Lowes 
_1: 1_21/2011 ! Check ---------- ()Ceries 50.  

J:.1£2-2/2o_  check ard 99.0  
22/201!:._ 

jCheryl I 
__l:G_3/2011 _!_c:!l_ l<_!;-  __ I ___ _24 1--t-- ------·-
}ij 7 H+z �z7r - - --- ----j  :�:: �::: ---------- :: :��:��-------- -- !  j;·  - - -- ---- ------- --- ---- - - -=n------ ----------------L---- -

.
- --- - - - W - ---- ----

�� �g-��it-.-  �-:�������P�,= -���=�--- l ;
o
;fr; - = - = =:_- �h-__ 74c f _--:_4 oo

=l-=.=. --� -=--
' $ 

j.lfJ.e ti_n _ _  _ _ ___ ___ ___ 2 -1--------
��:k - -----fs b ; -g- _LL_c ; ------H----8_8 6h-

r-
' 7 _ _ -_

--
_
-_--

_
-
_

--

tl;{[�Ii����::�,  ��=li�  J ;:old =r== --;::;,:ii ! ' 970327:
, !_1: [5/2011 - ck_ ------ -·--111J

ffic_  Dep --------  supplies .,.---------
IL 9.5_9--t

j
j __ _ 

_l:?/5/2Cl}. _l:-j.0 k nage_________ _.J_f!l llaneo  ________ I_ ______ T_$ ____ 2  
f2f20_l:_l: 3!. t dra <l_ [f. - ter _ _ _________ :(1 __ 7,500.QQ 
s_{ Q - - t: o_nlef j _ounter __ r 1',8000"+---  ··m·· �- l 

1 heck $ 803.50 
1 27972011- !iois__ ____ ------- --- -$ - 1o,ooo-:-oo 
112/9/2o1IJ0 Zk card $ '--
__l:2/9/2012_j_0ec_k 

···--
-
ti-\\1  1 $ 
j 2 �o h6�e  ·+ 

blf : t: t
E]  Diner

---
-
--- �:s:ae�;� t - j  

1
:!  I 

/1_5/20_1:
-
llilieck jWWW.1and1.com  19-:991 

_1_2/16/2011 1 1o18 _________________ =ro 1no s 1 ______ 1 1Two $ ------ ------- --- --------.- -----
-

__,__....-----------------t-------- ---
---[:2/19/ _l..l:. j_l()_ ----- BIJ I_d_e_rs i_G- _:_ stom_Bullde ------ - )_ _ _ ___ $ _ 10,00()Jl.Q _ 

l}j} i { : -d --- - -- -- if -6: ; ----- -----------frn:: us - -- -----+--- - -----H--·· -uE +- - - - ------

;. --- --- --r------------------. -----·-·-·--------- ------ .---------j·----- --------r.--------- -------·-----  ·iiffij 6H-j$-;1<_- d . ___ -· -------t6a::�1L
a
e

co ---- ------- -- f -------------t--- ------- ----t} - -sO,o ..:.65-J- ---- - -- - -

12/2oi2611-fct;·;c·k·-;;;.T----
- -Tr�oD;goiner---------- re ura- t----- -----------------------T$ i6 i71·····------ ----

lil!lffflI !== 1 !  -�= 1;  : · ==-=-t= - . tr !! r=  
12}_2_i/.3QSJ�r�;; �E c_ard --• -��]ra ge ==� -

-=::::=-r;; t;;;ld -rs- ·:·-�i1ji[:::::.::_-.=-- . 
iyl?ZfQi.l:_10.e._ck_card =---===l:rwo I - ====-
12/22/2011 . check ;;� ;;;:d---------Ts;-iewav _ ____ _ _ ---- $---67-:-so 
i2Z�0Q11l<:���  a7d- ----=_-i_

-su-;;R·;-se_C_af;--· -- res ;;-rant __ -_-_--_- -- -- $_-_ -_-ifitt=: __ -_-_--__ -1 12/23/2011 I w1thdrawalsRCounter 

j 

 5,000.00 
12[i?725frl ;;-stomer rtt;d7a-;als 

-
Wi0drawa-1 ------

--
_____ -$-- 7,586 ---- 1 12/27/2oulcheck jATIM . $ 

lcheckcard D1amond I $  
!3[27/20ll !check !Prime !household 

!miscellaneous i12h87261T ]1o19-- - -- -- [ Cherpax, 
2o1 <:. == =J____ __ ____ 1 _ JL 811,867  

!i) H---i t
d
;ithd a ls--1 :; &thdr"a T-··--- ---:·{ u0n e

t
��thdrawal  2, 6H------. - DIVISION EXH. 47 

- · ·---·-----,·-------

_ _  -- _ ··-····--·-·-.!. 
i/ i card 

_ ------j-;e:� ��-;�-t H_ l in , LLc 

________ _ 

Count;�hdra -- -- Counter __ 

car Arizona I $ 311 .22
car

d
d . $ 27.01

11/18/2011 check Rose Cafe restaurant $ 27.72
! check 

card
card $ 10.00

11/18/2oiil card ZeekRewards $ 99.00-i:lji8/26uj
check
check card 

Zeekler.com
Zeekler.com
Zeekler.com 1 $ 200.00-·- · -------+-

- - - - - --· -----·-· -
. u • u 

j Safeway 

household
household 

$ 
$$ __§?..:.

_1:1/22/2011 
card
card The Home Depot household $ 168.45

11/22/2011 
check
check card Zeekler.com - $ 99.00 

------· ,Zeekler.com $
check card ___ 

ZeekRewards
ZeekRewards
ZeekRewards Zeekler.com $ 99.00

11/22/2011 1 customer withdrawals Paxton Cheryl Paxton $ 5,000.00
11/22/2011 deposit Kelvin and Aria Menzel Kelvin and Aria Menzel $ 160,000.00

!Sun Rose Cafe 1 restaurant $ 
· - - ----- - ---- - 1 -- - -------

___ --�� ---- 
11/29/2011 1 1014 
-

I1L?9[?011 ,check card 
1G! L. Custom Bu ilder IG .L. Custom Bui ldersI ____ _ _ _ _J_t a_'J_ I ________ 

10,000.00

4§?


s 
 i 'Il 
_ 

I $
.. __ __ ___ _ 

_ ca d______ 
_ _ _ Counter

_\V_i_t _drawals ! Counter_ 
Withdrawal
Withdrawal _ __ 

Withdrawal
Withdrawal ___12/7/201 1  card SecureHQ-Swords 'm 1scellaneous

steve Tabb steve Tabb
Two restaurant 15.30

card 
Dog
Dog

Diner
Diner 

-·--

restaurant 32.53 
· -- - - · -)i!ji  l! :k card ��?�:�fP · -- - - {- - -

5c?O�:�-

12 card ______ miscel laneous
deta i l detail 2oo.oo_.12/16/2011 I check card Dog Diner ! restaurant 29.88

------··· -l.G.:. ustom ________ __ __ -
· ··-· · · 

· ·  · -- ·--j----------- ------· ------------· . 
_ 

_ _ _________412/22/2011 1 check card !Target household 1 $ 164.4
Dog Orner - restaurant 

1 $ ---i6.S2
card !USPS 1m 1scel laneous $ 40.00l2/23/2 rg ocenesou 
 · 

I-

Withdrawal 


Time Shutt

WWW.1and1.com 

Counter Withdrawal

miscellaneous
m1scelianeous 

_
customer

card - 503.14
64.0012]27/2011


12/27/2011 [Chec
k
card
card 
--

_ I-fcherpax, LLC LLC 


$
$$ 
82.00
38.97

5,000.00 



_2_ )d_eJ>_ i --- !An':l_ orham a att! cos --- n i _ _ _j _ _ _  __ _ 

)i6{} ����;{��d T! s - ------ ;te
ra��Jf Y Trust_ =¥-- .cooo.oo_h-- --59:9d---------

- - · - ----- ----· ·---- -----------·-
,--·----·-·--------------

r
--------T----------��?�u�����l�k ;�d - - · --- -- jfj �.<Jers --=-- J cu

u
ri t

m su d_e -------t-- ----+  10
,-}��Jr===  

-- ]Two __ _.32_:9}_ 1 _ _____ ___ 

i :1 -1 �i* - t ! wals .. .. .  h_d_r -----== 1
l
: J :a 1

ithd
--=-��=t=-- 1,

:
--------

I 24.1: I 
�� i_!hdr.!l,;;a!S"- i:ou-;:;t-;,r Withdrawal 

!
Counter I I 1 _ __ ___ _______ 15,00().:,()0_, _____ _ I r 

IJ�(J/} 2 ]:.'t:P?Sit =r$ _?2,42_± }j ------ -1----------) -- -----l;��og l:�t���:�ous +------H- ---- ! 6H- ----- ···-"--- ·---··-
r

···-· --··---- -- --------·--- ----------· ----- ----------r-- -------- ---------1--------L..::-----·--···- -----·-·--··-

-.lj �f.�_()_l? ()24 __ __ 70().:_00 1 _____ 
F --------1------ -- · ------ ---------l------------- r---------- ---------
Y

.

l2/201 - - - - ------ ------ w Di r tio.':J."_ --- ------- ------ .C: () ----------L- _5,6 .75
ll._

______ ·-----
...
•. 

' . 
i/B/2012 I 3,600.00 --- i 
i/17/2012 ch ck jCity l 

3,500.00'-+--------l 

--------+- ---- -----------r-----------+ -----841.0 ------99.00 

2/1/2012 f ba lance I 'l"'lT'Ii fTC'ITF'i<lOiro:T T.'I"U TT ,.,., I 
.U.l v .l .lVl'l .EXH. 4 /  

- - -- --------

--

. _ _ . . _ I  

_ __ _ ____ La Gorham and Mattt Lacoss I $ 35,000.00 __ 

. - - 1 )'£y_a _£!3_fll ly __ 

-· -----·----•·---- - - - -··-- --- -------· 

1(6j_2_0_ 1 - -1check card . Dog Diner j r 
estaurant 
 1------lttt$ . 

I
oh"' md 

.. 

6,800.00

38.38

1/9/2012
1/9/2012
1/10/2012
1/10/2012 

Gary 


re•toomrt
Withdrawal

Snisky
restaurant
The Entrust 

1 $S 

$
1 

_li9E_ _ __ _
Icheck card 

Two Dog Di'" 

'}'_��':\'_
!Two Dog Diner
!The Entrust

Diner 

I 
 I
$
_ 

H  i-1 +�-
1/12/2012 

. 
_ __ 

_n _c:EO,__ :.f'.:___ Bioo_ _r:g Fin_a_ _c , ---- _j____________ j___5,
!miscellaneous -- $i

miscellaneous $
!13_i_(lomberg
Ken Pratt 

_F_ i
 J
.
_1_' . . _ __ _ __ •

' Check card I 64.90 

-----·-- ___ _ 

-.. -. -------..--·--- ----- - ---

1/13/2012 check card WWW.1andl.com- -- customer withdrawals Counter Withdrawal CounterWithdrawal
card 

City 
of
of

Longmont
Longmont 

City
City

of
of 

Longmont
Longmont 

$$ 
199.99

62.44 
1 

__ 

miscellaneous 


17.85
29.75 

18,759.00
$ 

$ 


restaurant 
IRA $New

New
Direction
Direction I RA $ 41,100.42 



! check !Two I 
I IZeekRewards IZeekler.com 
I ! Counter ! Counter 
!wire ! New !New I 
!wire ! New !New I 

. -- - - ' --····-·------ ---------------{re=staurant 
Arts 

$ 2/1/2012
2/1/2012
2/1/2012
2/1/2012
2/1/2012 

card
check card 
customer withdrawals 

Dog Diner 

Withdrawal
Direction IRA 
Direction IRA 

restaurant 

Withdrawal
Direction IRA 
Direction IRA 

$ 
$ 

17,650.80
19,066.59 

$ 
$ 

14.21 
9.99

4,000.00 

. - · ---·-·-·  

$ 

Greeott Enterprises 
$ 

Sec of State TRA 

4 Architecture

LLC 




I -15 

p .. -:.==---i-=c=.=:.:: _______ -+:..:.:.::...::..::.;e.::.:.::::.:.. _____________ -Jrestaurant ---  --1 New Direction IRA $ 
'- -:: == ------ ::. ' --- -- ----·- ·--- -- ::::.:. -' -------·--l - ------------4 -- ---+�--------

99.00 -- - ioo.ool 

restaurant 

521.06 
.::::::..-J----- 1 

1 --- ------ - -- ---------4---- --------------i-- ·--------------------+----------+ 
., __ ---- l--·-·-------·----------+·--,-----------------4-C _r:t_er_w ___ ith_d_rawal 9,50 QQ+-------

I=-'--:=.='-=--::_-:: __ j.::.:.:.::..::::...:::::.:: ------·-----··F-c.::.:,. ___ ___________________ fm:::...::is::ce=llaneous ____ 1 
1_ :=��-l-'·-=-'-::�-'-------+-·'--'..c...c.::. __ _____________ --+--1andl.com 

Ul V l lUN EXtl. 4'/ 

$ 

------------------- -- - --- --- - ___ _ 

36.52 

In for 

check card Com cast Cable 
loffice supplies r ta t -
miscellaneous

check card Sun Rose Cafe 41.49
41.91

restaurant 
 $ 
restaurant $ 

$ 

199.99
15.00 

restaurant 

restaurant 


.. 

miscellaneous 
38.97
90.75 



�.���-4���.--- ------FZ�ee�k�le�r�.c=o�m�--------�-------�-2---��'�------  
----

---��--�- j 

Ul V l lUN J!.;Xtl. 4'/ 

Tax 

Sec of State TRA 
Sec of State TRA 
Sec of State TRA 



l-'-:--'-,----+c_he_c_k_c_a_rd_ I I 
4/27/2012 ------I ___ 

2_0 ___ 0
_
0-J-------J j4/27/2Qi}-=:_ wlthdrawal_s__ 25,000:00 , 

Gary 30,000.0-0+-------1 
/201Zicust; --;:-,.7ithdra�i; 62%--- 

LI

_

Jj7/ _ij =Jcust-; 7 ithdrawals-- G ro_u�Acct. $i;-i85,079.6-:-2---t-------J 
4f3_Dj3_0_g__+. torTI_er Withdrawa l__ 

___ 
5 .'?0.:.. ---l 

n �ac c:ard iSec of state-TRA ls c ofstate TRA 
so.oo/ 97 '877 .76 

--- ----------·--1------ ----- --------l----------------,------------r--- ---------·----------

i} --
- i ; : t a a : ¥ : = :: ::=:=: - :=- ! {::: ===--Ti _?�ooo.o -�-=��;�6-��l===-�=: 

F------,----------------l -----------------t.=:·------------- - - - - ----- ---------, ---5/3/2012 [Group 
sJ9Z�Q"���-J�cca��t:".CI_Cised ___ -�aunt_close = =�==�== ==-�n:� a_fl_�: =::·==-=�:-=:�:::�-:__L_=:=:·:=-�-=n--===-= :]=·:::::==-

_ -- - - -----T$3.o45;"0_2_1-.48-TTi-835,ii59-.48T 

4/27 

-- u mu d  n - - - - - - - - - - --- - - -- m l f . u .  

__ 
--,-- ----------,-------------

--
Totals -  ----- --- --------- --- -- ·-·-r·--- ----- - - ---- - ·- - - -- -- --- -

Sec $ 20.00
check card sec 

of
of 

State
State 

TRA
TRA 

Sec
Sec 

of
of

State
State 

TRA
TRA $

customer Joyce's Virture Trust Joyce's Virture Trust $
4/27/2012 tomer withdrawals Gary Snisky Snisky $

Group CMG LLCAcct. No. Group CMG LLC Acct. No. 6296
No. 6304 ummit, LLC Acct. No. 6304

Counter Withdrawal - -
882,250.00
$

withdrawals Counter 
 $_

; > ��  

1 $ 50,000.00 i 

I $ 77,666.02 I 
ustomer withdrawals 

_ 

CMG LLCAcct. No. 6296
[ c

1_0f3Cl_1_2 _ !c:_ s_£o_fl1 r_ 

!Group CMG LLC Acct. No. 6296 

v-,oa_l!; !Group CMG LLC Acct. No. 6296 jGroup CMG LLC Acct. No. 6296 

!


f
 Iw_ithd_ -l 
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I 
1o412 12o12 _:_st1 2o!_� 

1 rarH:ra�ctTOn! 
I 

1: i6i_ -- ---H i{h0:::w l ] :
t

t -p  l u$_ T{ 35,000.0q 
¥7; ��2 

m� ;ho:;;-_;;�j I ��;;�T:�ft�J��jL -�--- _ { 141,902. 12 1 $ ------,OO.OO-

�;�:;�:��=--= :::: frf; ; J&; ,c-======= . ··· 1  
----T ·--- -----.,----------------- ---- - - ----------------- -----r--- -- ---------- r---;--- - - - - - - ----------- --

1 $ -- ------- •••---; - ••••••••• -•-••-•• t•-••---- ---• ••• ••• •• •-•••-••••-•••••• -•• •--••••----·---,- -·------- · - -+--- ••••-•••••••-•• •••-  

- _i_i--?afs-aL_ _c: !- - --- ----------------- - ---+$1 -26 :74[1 1,319,4! : -

 

-
-

-- ---- . .. - - 1, 85 079 .62 
_

_ 

_ 
$ 

§/__!�{2_()  2 - -- - -

Group Summit, LLC 

US Bank Acct. No. xxxxxx6304 

I1 Source I Payee Credits Withdrawa ls Date Type 

------------ ------ -----  

6/1/2012 1withd rawal I G roup Summit, LLC Key Bank Acct. No. 4256 
-

1 1,279, 125 24 .• -
-

m 
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3050 



______ _L---------------------- ------------�-----------4 

! J i I 
4/24/2012 l deposit ------ T - --- I 1 

; ����H�:: �::::-r::u:rds�:�;:t:i;;;nt-�-===r;-===-�:1J - - -- -------- ---------,--------------,_-------------- -------------- ---- ---------,---------------------y----- ----------
1 

1 i{i})_ ::f:
-
=-ri :: =-= i; 9,125 . 24t 

----------- --,----------------r-- ----------------------- -------------------------

JA:;_i  
_
_ 
t_q::;:- ill

_ 
�:���� -H%�-�J{-

1
- - -:��--1 

6/4/2012 l check 
he -t----- ----

- - -- -- -
fj/8/2012 

with!J.!�_ Bra  
_ _? _ _ 

1-- 6_L?i - -\A/- _
h_ _Cl_':':'__!_J_

ed'-":_ _e.__5. _r: ice ------r----- 0.00 

-6jf -6iii- - ; f1 ; - : : ; - :: ----------+-------------+ ---4: 6-t- ---------+- --- --------r -·- --------------------r -------------- ------------
_ _§i_ 9j g -\A/J!_h r<l__V'.' -

-
a pe_r:_ - teme11_  ____ -----t-________ 00  ___ _______ _ 

_ij 1/20 wi_!' ----  f!l_i_!_JrliLS_ - Il_.'L? .Q. ----lj _ _ _ ?05,_?_ 2_: -:;:-----------
. __ _l_/2_[201 - -e- _  ___ _j99990 $ 
/19/_2012 1 check j99990 + 

_ 
_ _ ___ ---� 

_I ; Ht� : - - - --- -  --- ---t ------ - ---- ; : -
_____________ !"_ _ __ _ ____ _ ----------

}__f?__!f20 J_� _<: ---- - - -- - -12J992J} 1 75o.oq 

- - ------l  _ _ 1 _ 
-------------- -- ------------------,----------------J--------------

I 
------ ------- -------------- - - - -- ----- ,---- --------- --j--------- - -

1 
_}_/5/20]:  

- -----

7 /11/2012 lwithd rawal 
7/13/2012 /withd rawal 

-·- - --- - - - :_ -------------- ----

--- --- --------- -  - --------------- --------- --- - ---------- - - - --

-- -------------- ----- I $ 

Group Summit, LLC 

KeyBank Account No. xxxxxx4256 

April 30, 2012 - September 28, 2012 -------T 
Date Type Description Credits Withdrawals

$ 100.00 

}=gg-

5/31/2012 :withd rawal I paper statement fee I $ 
-=

3 .00 
s -------5 00-

ii- �+
996

- -

$ 5,500.00 --6/s/2oi2 :" 997 s 5,ooo.oo
6/12/2012 check 99990 $ 5,925.00 -- -- - - - --·- - - -- - -- - - - - - - -- ------- ---
6/15/2012 check 99990 $ 12,500.00

wire _ Cromarty G roup 4987 $ 10,500.00
6/20/2012 0562 Colorado $ 20,000.00
6/1/2012 withdrawal ,Fedwire Service Char e 20.00 
1 Charge 

d fee 30:.00
Su -- -----------------1 14,745 .00 

_ 

$ 550.00 

----- ---------j---- _ _______ ___ $ 
_ _ _ 8, 750. OQ

_--- )� ) i%- - -  _ __ _ ______ _ _____ __------1 $ 
7/2/2012 1 withdrawal l B ranch 0562 Colorado $ 25,000.00

- - - - - - - - - - ---------------- - -----+- -------- · - - -

I
7/3/2012 i withdrawal I Cromarty Group 4987 $ 4,515.00

- - - - - - -- - - -, ------ - - - - - ----r ---------- --------------------------------r1----- - --- --------- --------  - --

_ withdrawal 1 Branch 0 §  Colo_rado 1 $ 100.00 
J_/13/2012 withd rawal Cromarty Group 4987 

' 
$ 14,366.94 

7/13/2012 withdrawal Summit Trust Company 7309 $ 13,990.26
7/18/2012 withdrawal Check/Supp ly Purchase $ 7.50
7/27/2012 transfer D DA 0000765621004165 $ 3,000.00 
7/3/2012 withd rawal Fedwire Service Cha rge $ 30.00

Fedwire Service Charge $ 20.00
Fedwire Service Charge 30.00--------- ---:--�-- ·------ ---- - - - - - ---------------- ---1--- -------

-

1 I $
$7/13/2012 [Withd rawa l Fedwire Service Charge 
-----·--- --- -------· -e-- ----- --------- -+ ·"· ----- --------- -- ------- --- ---- ---  

7/3 1/2012 
- . withd rawal 

-" - -! paper statement fee 
-- - .. i-- ------- ---- --

Summ it 

30.00
j_____ - ---------

3 .00 
+ - -----  --- --- ----- --

i 

;I
I 


,
i-··· ---.----· - - -----·--- -· i---·-- -- - ------ - ---- --  -

-

-

8/2/2012 wire Trust Company 7309 $ 44,700.00 I

--- ----- -- ------ - --- .-- -- ---- --r-- · - ------- -- ---------- ---------- -- --- ·-- - ----, I --- - -- ----- ---- ---- "-  - ----------- - · -

8/9/2012 lwire jSumm it Trust Company 7309 I $ 7,200.00 I 
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8/14/2012 1  
r-g72'/2oi2fche�k 1 
-- fA i  l z�: ---- r - - ------ ! : :  --- --

=-�?f2o12T�ithcT� 17,950.00-

�TI=:����;o�;��: ____ l _____ J- �;���;-�-l 
--- - - - -r ------ ---------------------- -------------- ------- ------

8/2/2012 1 withdrawal 
-------------- ----------- ------------------------- - -----r--- ---------------- --, ------------ -------- ----

-:- Ii1 t ;:S:: [:: ::;: ::;;:;:��;;::-= ·••• :_�r� ·-- H  ·�. ••••••··� �61 
1 -it-hd�-; --- - -p- p-�  --- ---t- --- ---- ------- .oo 

- 9J{fj f# ;; -
r ;

r a-
h
r
-
v ;-z--u :r

-
-
-----

--
-t==-

--
-
--:==---

-r- ! -: --------- --- ---+--------- --

L -9ii3/2oi2j;:;:,ithd -:;:; T- B ran h 0562 I 
- - ----- - T--:------l------------ ------------------- ---

$ 125,000.00 
--

--- -- --j $ 

2fl / Q12jwit a\N�I __ 

----- --------- ---iOtars--1--

1,7so,77o.24f 

----- ------ -- - - - - -

-8i3 i)2oi2 �t;t t-f-;; -- ---- 1 
$ 

-

3 

8/8/2012 check 1002 $ 10,000.00 
8/14/2012 i check 1003 $ 474.00 - - - - - - 1--- - --- - - - - - ------ --- ----- -

check 	 1004 1 $ 515.00 
99990 $ 5,ooo.oo 

Brenton F inanc ia l  6779 

- 1 -- - -- - - r

8/2/2012 1  wire I , 
$ 10,000.00 
Branch 0562 Colorado $ 

8/8/2012 lwithdrawa l Jewel Properties 443 1 $ 5, 160.00 

8/2/2012 f  withdrawa l Fedwire Service Charge -, lI $ 20.00 
Fedwire Service Charge ! $ 30.00 

8/8/2012 )withd rawal 1 Fedwire Service Charge 1 $1 30.00 


---r-------------
$ 1,058,042 .52 
$ 

-

9/13/2012 fwire G roup Summit, LLC 7573-- - --- -	 Colorado 
-

175,000.00 
-

9/
-

13/2012 Withdrawa l Branch 0562 Colorado 
-

9/4/2012 withd rawa l Fedwire Service Charge 30.00 
9/13/2012 withd rawa l Fedwire Service Charge $ 30.00 

_ 2\/ �_a_ft Service Ch_ a g; ----- - - 	 $ 28.50 
- - _ 

9/28/2012 I Withdrawa l paper statement fee 	 $ 3 .00 
$ $ 1,750,958.72 
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T 
' 
i 

' 
1 i 

14/2/2012 I r I STC-00726701 
"G:Sch�M. sch - t  5o,oo6 oo·r· NK-Acct.:. -o996J::=sE u _i01T-E-oooo213 sEc-usBANK-E-ooooo��-1�.:r:c-Oci797osr·

-

ack £· Chadwic_l<__ _____ SEC-SUfV!MIT-E-0000373 SEC-USBANK-E-OOO()()_Cl_5 j_? S:Q079706 ! enneth 
Livi Jt rl:l !._- I ST -0079�Q..§j 

?avage 
_
_
_ 

!. 1 SEC-U_SBANK-E-OOOOQ_
.
O?_j TC 0_0_29707 Tomic_h_ 

- - --- - 19/2012 215,750.0Q_j_U_?BANK Acct. ()· I . SEC- SBANK-E-OOOO_QQ__Ei j_?TC-007 _?07 ! 
Revoca_b_l _:rr st 106,000. -- ANK  630 _J SEC-KeyB _k-P-0000425 I p C-0079706 ! --- i l l  

_ j S/14/2012 I _j STC-0079708 
==:}6/7 ! ! j ?TC-007 - Tom ch 

j 6/7/2012 50,000.0Q_j_ SEC-KeyBank-P-0000525_____l?_ Q_0_79_7_Q7 i __ M_Ik_e_T_om_lc_h 
---------!.?/2/2012 50,0_90.0_o.J.J:J_? ANK ct f\)_() ��-_L __ _:ror�IIC  I SEC-l!?BANK-E-0000001 _j_?T_S _Q079._70  

Hasty - _ 64,5QQ:_QQj_KeyBank _ SEC-KeyBank-P-0000_52  I_?I_ Q?_970 i �_r:!._I A Acct:.. ()_:_ 2_ L_SEc-SUMMIT-E-0000358 I SEC-KeyBank-P-OOQ 13JSTC Q.Q?97Cl_§__  
1Mary Hal l l_l3_,l\_______ ___ _!:_No. I SEC-Key8ank-P-00005 -jl ?_:r: .::.O.Q?9706 1 

Sav<l_ge Roth _ --
-
-- 256 I SEC-KeyB_an -P-OOO_(J_?_2_?....J_ST Q?9707 I 

Kie:_ _s ____ _ I I STC-0079.707 [ 
Has_ty_Wier -----

i I I -1 

Investor Proceeds Depsoited With Summit Trust Company 

iAsset Holders 

I : h rt  ' 
Bank Statement Bate No. No. BrokerDate Invested Amount Bank Detail Bate No. I nvestor 

$ 200,000.00 USBANK Acct. No. 0996 SEC-SUMMIT-E-0000314 SEC-USBANK-E-0000005 Mike Tomich 
____ _ _.!4/4/2012 s 

Duane R. Voorman 
Mike Tomich 

__ ___ 1 4/2012 $ 50,000.00 j__l! f\J_I<_Acct. N_t:l.:_Q99§__l____ 1 ___ Meissner 
Weems Family 14/9/2012 $ 100,000.00 LJ:!..S.B_ANK Acct. No. 0996 !___ SEC-SUMMIT-E-0000476 SEC-USBANK-E-OOOOOO_U Kenneth Meissner 
Anne C. I RA _ _- _ _  ___ j4/13/2012 $ 166,498.35 _LuSBANK Acct. No. 0996 SEC-SUMMIT-E-0000193 ke-· ·  ·- ·-·Jerome L .  Beland . __ $ 0996 TOMICH 000453 __ _fV! ike Tomich _ _ _ .-The Legrand 

. . 

j 5/14/2012 $ Acct. No .  __ SEC-USBANK-P-0000291 Sparkman
Dolores A Legrand I R,l\ _____ $ 35,902.12_J__USBANK Acct. No. 6304 ! SEC-SPARKMAN-P-0000036 SEC-USBANK-P-0000291 L.  Sparkman 

. _ ___Edmund Kieras _ _____ _ ____ /2012 $ 100,000.00 Key Bank Acct. No. 4256 SEC-KeyBank-P-0000507 ; SEC-KeyBank-P-OOOQ. ?_? __ Mike 
Marcia Fortu na $ KeyBank Acct. No. 4256 j SEC-KeyBank-P-0000507 I 
Marcia Fortuna _ _  ........ $ 00466 Mike Tomich 
Carol 

_ _  

__ 1 6/14/2012 $ Acct. No. 4256 J SEC-KeyBank-P-0000507 Mike Tomich 
_ 

_ 

Mark E. _______ I7/11/2012 $ 149,242.09 _i KeyBank Kenneth Meissner 
G. 7/11/2012 $ 56,000.00 I KeyBank 42 J_____?EC-KeyBank-P-0000526 Kenneth Meissner 

Anne 8/2/2012 $ 44,70o.ogj KeyBank Acct. No. .1 SEC-KeyBank-P-0000516 Mike Tomich 
Edmund 8/9/2012 $ 7,200.00_  KeyBank Acct. No. 4256 ! SEC-KeyBank-P-0000516 SEC-KeyBank-P-0000529 Mike Tomich 
Carol ' 9/27/2012 $ 21,200.00 LKeyBank Ace :- ':.  4256 SEC-BBVA-P-0000204 SEC-KeyBank-P-0000530 - !_c:=- ?�707 1 Mike Tomich 
Total Invested $ 1,466,992.56 I I I 
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4/30/201  $35,000.001 . S;)8,304.94 1SEC-WF-P-0000183 -I 4/30/20  $15j_[$38,2_89.94 
$40.0 ,249.94 1 $8.00 1 $38,241.94/SEC-WF-P-0000183 
$2S.18T$38,_2_!6=-'.'-76=-ti-=-SE::cC=-c-W-:-::F--=P-=-0:_:00-=-01=-:8:_:3-t-l ------·---+----l 4/30/20121 $ -:.@ 38,15 :SEC-WF-P-0000183 

/201211 $30.00 $38,125.41 SEC-WF-P-0000187 l m $1,500.0-0+-$7-36_:.,-62
_
5
_
.4
_
1+S-E-C--W-F--P--0-0-00-1

_
8
_
7-t--1_

--_ _  -_ --------+----l 

____y /201i-- : $19,082.40 $17,543:_0_1 lt--S"-EC:_-_W_F_-P_-o_o __ o-'-0--18'--7-+-----------+----l 
__2f1/20!5__ ! $48. =-2t--j $:..::1:.::6:..c,0:.::2:::..9 ·:_6:-=:-9t=, S:::_EC_:_-_:_W:_F_-P_-_:_00=-:0:.::0:::_18=-:7-+----------+----l S/4/2012L $5,000.001 $11,029.69 jSEC-WF-P-0000187 SEC-WF-P-0000294 j _ $750:_D_O i $10,279.6_"ljSEC-WF-P-0000187 I $10,258.89 jSEC-WF-P-0000187 
/18/2012L _ ] j_§_2 69Is·:--- -o'

-,1-_9_-6:-0_,j 
_
_ SE-C--W-F--P--o-oo

_
0
_
1
_
87-+.-

---.--_---_--_----tj=--=--
-- chec -------- 9,§_ §:.20J EC::: £-P-0000187 

1065,Lmda I $1,50of}Qj_S8,334.20lsEC-WF-P-0000187 
I $1,SOO.OQ_J 

__ 5/11/2012 [ 1066,Check -=t===J-=- $_22.oofs6,31UOlsEc-WF-P-0000187 1 
-- /14/_2012 1 ______ _____ _______ I I 72:l}_ t--S_EC_-_W_F_-P_-_00_0_0_1_87-+'------------------+-----l _!?£_1:_5/20121 - ----- $257 .CJLj6,4§6.01 SEC-WF-P-0000187 mji%H\ T ) s i : - ::i --: --j+-1 ---2-:-:-:------:-+-----------·------+----t 

_ Group Summit LLC I SEC-USBank-P-000295 _ Wire charge SEC-WF-P-0000183
4/30/2012 Preflight SEC-WF-P-0000183
4/30/2012 US Airway lnflight Arizona 1

4/30/2012 Salsas _

Wawa I
Wire charge I

5/1/2012 . . lCJS7 Ljn_ da Close _ _
Strategic Planning Services

_ 1060 International Strategies 1 $1,464.50 1 $16,078.51 , SEC-WF-P-0000187 SEC-WF-P-0000292
5/4/2012  Giant 

. 1064 Kenneth Meissner ___j 
__5/7/2012 1 1063 Bi l l Sparkman I ! SEC-WF-P-0000295

5/8/2012 Cha lfont Family Re i $20.80 1
walmart _ __ ____j_ _____ __ __ __

_ 
_ _ __ 

_ 

_ -- ---- - - _L 
_ _ $_3_()0.0 L !_________ __ ____

/Gas Star I I $62.00 1 $9,834.20 'SEC-WF-P-0000187
Close  SEC-WF-P-0000296

1068 Lmda Close 1 $6,834.20 SEC-WF-P-0000187 SEC-WF-P-0000297

Walmart .. $88:89 $_6,
T-Mobile _____l___�� i� ay lnflight Arizona DIVISION EXH. 51  



!iHf��  : ;:::� :�� - �::��::��-}��:�H�6�� i -1-- ---- ---··· · ····------

- $1,293.381 
- - I r-·-·· ---··-···· ------1-----·--·---·-- ··-------106_9j_B_r: westment_ _d_vi_s rs _ _  _ _  SEC:\f\l�_-:f'::.t29.Q.Q !l?. C-WF·P 003QCJ_____ ----

{� 1 6i-t---1 §.���:u�iE�����P.'lfll ss,o96�ooi--_i!_so.ool �:�:�::: : :::: f - f : ; : 0k���o2! 291 --- --------------..J:_ ________  
������ -------- - l�f:e�1f: -- : $ ��.  :: :· :���:::::6 66 - r - ---- -

· sZf?.£ rn2j== j tapnnt:-= -��= =- --  _ _ SEC-\N_Fj:Qo:Og187 L___ ==� -- -::_=-= 
5/24/_2()_1_ ---- rre $7,474.06 1SE :'vV.£:!': Q Q. ?.?±' 

---···-----···
·

··
..] · --·-·····-5/24/20 - _____j ! -teg lan n rr:.fl. Servrc_e -- - - --- - - ··_j__j_2,470.001 $5,004.06 SEC-\1\f.F:£':2_000187_ ----------- -- -

-
···-···--

f ����t ;9227_==- - ·.J :: .  =::=·:--f s���:�� �:::::: : ��: :�������] --=========-:L ... - -1073j SEC-WF·P:0000190 
_ _ _  _ 

I--?/8/201?.l___ _-fC3;:;; itCU:_ ===:::=T=s s-§_§�o_o_  $15,024.76 sEc-wF-r-oc!oo19  SEC-KeyBank-P-ooo5o6- : =- : ::=_= 6/11/201 - Wire _ 

6/11/20{ 1  �:f�ge 
- - ���:� ��:::�::� �:�::::::������i __ _ 

-=67/1 ..... 1-':-/2::-:0cc1-::2 r-- -St-r-ateglc-P-Ia-nn-in_g_S_e i s-
SEC-WF-P 0000191 

i077J!:inda 
--------==· I-== --===-== l $5,988.27 I SEC-WF-P:0000191jSEC-WF-P-0000302 l_ _ _ _ 

jsummit Compa ny·- ······· ·· :------- -·-··· ! _____ _! __ _ 

:��:j���* �::: Air :.:.i= ======= i! �:�:� ��:��::�: ���::::::����� ·--=::: :;=== 
1079l lnternational Strategies ----- -- __ _

_ _ 

6/22/2012\ 16"83\ Advise_ s::=:=:r:·===== SEc-v\lj::p-.o000191 ::==I· ----1 6/25/2012 . __ _ $1,578.55jSEC-WF-P-0000191 
\Group __ .:_:::r= 15.Q  $6,093.55 SEC-WF-P-0000194 jsEC-KeyBank·P·0_Q()_511 __ :=L-=:-.:.= 
jWire $6,078.55 !SEC·WF.P.000019  

7/5/2012 1 . - -

.

--·-·· -······ $6,048.55 jSEC-WF.P.0000194 ____ __ _ 

-- -- - ----- ---  
Servic ----·L_ I _ _ _ I -- -

!· S300.00 ----l-----1j 
·::IJ14,366:  jsEc:KeyBank-P-000511 ·j----=� 

I _ _____ __ _ 

.:::=::l-_--·--· -j \sEC-WF-P-0000306 . - -- ----
7/16/3.  SEC::_II'JF·P- _0_Q019 J __

__ _ 
jStap ------------_j i _____ _ 

7/19/2012 1087tBrow !-;;- est-;:;:;;nt Ad lser
- -

-r ·· · · - J_ $1,297.001 $13,455.82 sEc:wF+0000194 jsEC-WF--P--o-o-oo_3_o:i ·· ·--- - ---
lQ.?§ I(_en n t_l2_ Meissrl�.':_ ___ :=:=: :==r--=-== - -J 2_��:.'v'J.£::P-0000194 SEC-WF-P-000030§.__ ·------l=== 

n _Harry's Fresn_?_C  1 ____ _ 

r · ·s3;i47.42 1SEC·WF:P-0000194 j 

--·· -. -··-· ··-·-·· · ··-·-

-- ···· ···  

- - -

---  - - - -- - --- - ----  

- - ----- -

- · ---  ----- - - ---

-- -

---   

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

 


-){� H-1----  · i · · 
· -----

-
- ----?_���:� ··· ··· ····i -· 

5/21/2012 1  

--- --·- ·· ·  ·· ! · · --····-- 1 $15.00 $15,009.76 SEC-WF-P-0000191 
l 

$1,500.00 

1076 Trust 

Summit LLC 
_ _;_ _ ____ _____ I $15.00 

. $30.00 i 
$40.78 $6,007.77 SEC·WF·P-0000194 j 

7/ii/2.012 

........ L ___ __ _ _L $15.00 $16,608.99 SEC-WF-P-0000194 

···-- -  ----
-

-  - - - $23.89 $14,807.85 SEC·WF-P-0000194 + 
____ ..... . ... L $8.03 $14,799.82 SEC·WF-P-0000194 

\ 

- - -- ---- - ---

1 

$1,297.00
.. ... 

"· --------...l------.----- +· l" ·  ------------··· -- - ---- ----.. 1070 ! J .  Douglas Scott 

---···-+---·- ·-3..2l? :<.j._
·----··· -------- - ----------$4,641.89 SEC-WF-P-0000187 !SEC-WF-P-0000298 

.. --··-··-·---

• $3,344.89
·__ ]. 
--------· ······ 1; 

· · -·· · -· ·· · _ _ ... · :· ·.. L. ... ---  --1----- ----- ----- --·-· ' ·· · 
· · · ·· · · · · ···+-- · 

- ; 

. . .  --  =:!:=:  $50.03 1 $7,504-:-06 _:_ _
charg --- - __ . .. .. _ . _ __ 

· 

_j__ $30.00.  . 

.!___:
6/5/2012

6/6/2012 
 . .............. r $22.00 $4,824.76 I 

·· __ j_

$300.00 $4,524.76 jSEC-WF-P-0000190 !1072 j Check 
 · 

-

charge 
 _ .L. _ _____ _j _ _  _ _
I 
 · 

·- -- ·-·-
·· · 

$7,470.00 $7,488.27 
· ·· 
I 

I 

tj - ·  · ·· 

6/11/2012 Close
6/11/2012 1074J linda Close $1!500._0  $4,488.27 SEC·WF-P-0000191 ' SEC·WF-P-0000301 

$707.50 $3,780.77 SEC-WF-P-0000191 SEC-WF-P-0000303 
$30.61 $3,750.16 5EC-WF-P-0000191 

1 

i 
___

1
6/12/2012

6/13/2012 
 !Circ le K 
 ! . 

- _T6/20/20121 ·- --T $630.61 $3,025.55 SEC-WF-P-0000191 SEC·WF+00003o4 __
Brown I nvestment $1,297 .oo $1,728.55 SEC·WF-P-0000305
jWawa $50.00 $1,678.55 jSEC-WF-P-0000191 j
lsavings account x9227 L..i 

.
----Li 

. . . 
I.. . 6/28/2012 


7/3/2012 

$100.00 


7/3/2012 


7/5/2012 


Icharge 
jWire charge 
Hess 

1

__Lj

··-rI 

_ _
Strategic Planning 
T·Mobile _______j_i I

7/5/2012

7/9/2012


7/11/2012 


$3,195.00 $2,812.77 SEC·WF-P-0000194 

$181.74 $2,631.03 SEC·WF-P-0000194 

$52.00 $2,579.03 SEC-WF-P-0000194
èHess 
 · ··· . · 


i 
 · ·
! 
 .. $.2,279:03 SEC-WF-P-0000194
$22.00 $2,257.03 SEC-WF-P-0000194 

$16,623.99 SEC-WF-P-0000194 
. . . 

!
1080 Check 

1081 Check 
 · r· -----

: 

- . .l .  - .I. . ..... • . . .  -· · ·  

I- .7/11/2012

7/13/2012

7/13/2012 


i
t LLC 


I 

Group Summ
Wire charge 
Lee's Hoagie House 

_ _j__:7/13/2012

7/13/2012 


_, _ 

_ 

_ 

1084 Linda Close 

$23.27 $16,585.72 SEC-WF-P-0000194 

$1,500.00 $15,085.72 SEC-WF-P-0000194 
$121.98 $14,963.74 
$132.00 $14,831.74 --j·---·-

L
' 

······ 

.... ..._i 

I 

.

1 SEC-WF.P.0000194 

· 

_ _ _j_I:1_:J �s.:c --  - --·  
-7/17/2012 IJames Scott 

7/18/2012 jstaples 
_

i 

_ 

! 

.. . .. ··· 

... .J ... ____ 

.. . L 
__j__

_
··•·· ···-··----···· ··  .. .  · ·  ·········· · · 

$47.00 $14,752.82 SEC-WF-P-0000194 

7/18/2012

7/19/2012 
 1Gas Star 
 _ I 
7/20/2012 

7/23/2012

7/23/2012 IArco 
7/24/2 X2 . .I USA Petroleum 

NY B j____ _ _j_ _ ! l
I I 

$10,237.00 $3,218.82
_ _ $9.70 $3,209.12 SEC-WF-P-0000194 _1____$45.60 $3,163.52 SEC-WF-P-0000194 I 
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9227 $490.00 $2,037.08 L __ 

S C-WF-P-0000198 jsEC-WF-P-0000310 

_E C-Comarty-P-000004 
ISEC-WF-P-0000259 

$2,152.08 SEC-WF-P-000020Lj _.
$2,252.08 SEC-WF-P-0000204 

_____ x9227
8/3Q/20l2 1093 iBrown I nvestment Advisers .. . . . $1,898.00 . $39:01li..9/4/2012 JGro_ue_ mit LLC $505.00 1 . 

_ 

_
r  .. - -.___j_[)_ .e_()!;it_. · -. . 
... _.. . .. 

9/12/2012

9/12/2014

9/18/2014

9/26/2012 
 L e_p_<:>s_i!______ $2,155.00! 

___ j a i_ll gs_a.c:_c:()unt x9227 I .!Transfer from Savings 9227 
9/28/2012 

10/1/2012 
 I
$100.00 
 1....
__ . . .

10/4/2012 

10/9/2012 
 $300.00 _j

2o 
!Deposit -----:(3 5-star:---- - I$401.08 SEC-WF-P-0000204 

$371:-o8
$3511o/1
o;2o12 
 -
 s

j,'\_! _!_ --- ---jGary C. Snisky .. 

_ _ __ ..

J

___· · ·10/12/2012. ..·· ·· ·  - · ·· · · · . . ·.. $1,832.58jSEC-WF-P-0000206· · · ··· · · ·· ·$1,48 .00 
 . .: .. :

_ 

1 
 .
_10/12/2014 ��0 .r. e__ $15.oo
10/16/2012 10981 -- -  ' $1,795.58 SEC-WF-P-0000204 I-10/17/2012 _1'!!_a $31.20 $1,764.38 SEC-WF-P-0000204 J
10/17/2012 QQQJ t.':_ a_t: .:lrling Services $1,060.00 $704.38 0206 J -WF-P-0000312'10/17/2012 $404.38 j _

I 


_. ...j -  ----------.--l ()l()':_l:)i r -····· - -

_ 
. 
 _ --

__

___
-

_

-
 - 9227 $100.00  - -

10/29/2012 

11/1/2012 


$100.001 
 _!Savings account x9227 
$925

----D £():.!!_ $500.00 
WF-P-0000261
_ 

_j_[)_ p_() i_t______ _  ··- -------- $60 _ 00 
-

_ 
S C-WF-P-00002  


i 
.
11j5/2012 1102 ! Check _ _ $30o.ooJ -$12S.2S

11/5/2012 I -$115.15 1SEC-WF-P-0000209 DIVISION EXH. 51  protection 
 $10.10 


11/2/2012 1  



protection_==- -- =- 5-9Cl_L_ = ?.Q:_1:_5jS_E.C::IJI:'F= :0.()()Q Q9_j ----··-- · ------- ----
$119.83 ,SEC-WF-P-0000209 

t l flf ; : : irr
·mi ly " 

.•  •••••  .•. 0 o t t}:L!!ll! 111r ;_tfL 
- 2/1 { 2l_ ----feposit __192S_:_O()_L_ -----_I_ j944. 2_j .C::'v\f_I'_�=_OOO ? SEC-WF-P-00002_(j7 

--�����ir=: ···=
· ;::�t�a;l::ent -- - --t= ====l_-_ s-2- }tgi :::m; :S::::  SEC-WF-P-oooo3·1 =-==== :-- -= == = 

· 12/2s/2oi2i -l--s-22:661 $56.43!'�ic:wf'-P-oooo212 I 
12/3i72cii2r·· - $1o.oo1 si:-C:WF' P-0000212 -  1!3[ §X [ _ _- -

-
-- L_-_::.i:Q@ _=- ---- 46.JiliEC�F-P-0000215 

__j__1 ,_:1_?_!.43f -W -P-0000215 __ 
J.---- 7 1 $1,27 .50 t: SEC·IJ\I -P-000_0_21_5--+----------1/8/2Q_l L -- --- ---=+= $1,099. SEC-WF-P_-o,..,o_0_02_1_5-t------

1/9/ ()_l L =;JT-Mobile 8, $186 3- ljSEC-WF-P-0000215 
__!/_2/20}_31____ .. $30Cl_:90 $613.31J?EC-WF-P-0000215 
_l f_2_Cl_1 L- 11111Aetna l_______ 

$2,151.001 $613.31JSEC-WF-P-0000215 
1/15/?()_ L. j _$35.00 1 ___ _ 

1/15/2013 1 .. I [ 78.3lJSEC-WF:P-0000215 
=y- fj(2_§_ [_ !Deposit :J_-"----]580.06 ==--j _1 58.3"1jSEC-WF-P-ooo0215 jsEC-WF-P-0000272 ----r---== 

1/17/2013J !Custom j $50.001  
_1_
. 

(ii3J_--- !Aetna t-�--- $2,1 :_Cl_
.
Cl_j0 --$57.31 WF-P-0000215 SEC-WF-P-000027 - -----=--- -=----

.
-

1j31/20 j____ !Custom ____goo.ool_ J- _7.31 EC-WF-P-0000215 J 1/31/?.0J: j__- __ 114'Check \____ $30o.oo_L _ ___ L SEC-WF-P-0000219 
_?f21/?()_1_3j '_Deposit ! $972. 1 I SEC-WF-P-0000219 

72.3115EC-WF-P-0000219 
2/27{ ()_13}=:=  _I

__
__ $2,151.  $121 _S EC-WF-P-0000219 r---2/2 013j I_ I_ $10.00[_ $111.31TSEC-WF-P-0000219 L  s22.oor- $89.31 !sEc-wF-P-oooo223  37512013r---- l-S126.69[sEc-wF-P-oooo223 __ f __ _ 

3/6/2cii3f-- lcustorT!_rvtanagement .$250.00 -
--- $376.69 jSEC-WF-P-00002 3 ·---- J 3/1 [_2  

__y13/20131 p$300..: 0. $108.691SEC-WF-P-0000223 
3/18/2013[ I 
3/26[_201  $1,005 ----·-- $1,069.6.ft;EC-WF-P-0000223 I I 3/2?/2013 ;__ $1,300. -------j $2,369.69jSEC-WF-P-0000223 L___ 3/27j2012j__ _ IThe _j_____ ____ }/2 2Cl_ .'\L 1 28!Aetn _l:!_ealth _ __ __ __ =t_ _ _  g,_!_51.0 \_ _?_:(j ? =. £-P-0000223 j_ ___ 

;���i� - ::::::' ··- . t. ':::E-- ::;t1!!!li !iS E  -· --- -= l --
(j/20131=------ l $925.00 

4/29/2013 1  l 4/29ho13_, ----"1127 
__ ______ T $22.oo+ ·$1,155-:-3i1sEc-wF-r-=Dooo227- -----------·:--···- ---Z t- ----- ��e;;: j--s

-
2.151.0

--
- - -s

-
3
-
5
-
_0
-J-1 �:: : �� - ! - -- --· · ·-···-·· 

- -r--- ---

}Y(j/2Q1 _ ... _ _ J() ft j_ _  -- --- j __ --- - ···--- .J11/7/20121 l,ueposit $300.00\ \ $149.85lSEC-WF-P-0000209 \ ' 
---------- --- - ·- · +--- -- . ----;--------- .. -- ·--- - - ·· ··-------,-· ----·-- -----·----- ----- ·j--·------ - -- -----  --------· ·  ·- - · ·  ---- ------ -----.,---- ---------11/13/2012: !Wawa ' : $30.02 I : 

· · - __ _  _ , ___ _ __ ---- -·--·-

- - ii66l check · :-- --- - - - --------· -t----- ---- ----

· Service fee ---- ---- j - $46.43 -- ---r-·--- - --
Custom Management 

-+- - - -- -

______y_.y?()1_�_ Deposit 1 -- 2J?.!J.:QQI________ SEC-WF-P-0000269_
----.Y_4(3()_1:_3_; _ ______ 1The Cromarty Group I
- _ I The UPS Store $180.001
- _j____ ___ _____ j____ -

__ Check i . _ _ _j_______ __ 
_ Health Plans __ _ _ $2,151Jl_O -$1,537.69 \SEC-WF-P-0000215 SEC-WF-P-0000315 

----- --- --· -·1/15/2013 ) · -·[ Reverse check .1· 
_ 

. I ___ j_ _ , NSF fee , __ _ $578.31 !SEC-WF-P-0000215 _j
custom Management $1,000.00 I

_
Management $2,208.31 SEC-WF-P-0000215 __j___ 1111 Health Plans 

__ Management ___J_ __ _ _ _ __ !Service fee I___ __ l $10.00 : $347.31 SEC-WF-P-0000215 L__ 

- [?{� _1:_3j_ __ _ I 
__ _____ .00 _____ SEC-WF-P-0000274 L__2/25/2013 i Custom Management $1,300.00 I

lll2 Aetna Health Plans SEC-WF-P-0000316 
_ _Service fee __ I

3/1/2013 !  1110 check 
The cromarty Group , $37.38- I I
The Cromarty Group .J___ $32.00 , ___ I $408.69jSEC-WF-P-0000223 +-----

_ 1124 Check _ I I -------J--1125 Check $44.00 $64.69,SEC-WF-P-0000223 ' 
_ Deposit SEC-WF-P-0000276 

__ jCustom Management 
Cromarty Group r $8o.ooi $2,289.69 1SEC-WF-P-0000223 1 _ 

_ _ __ Plans _j __ _ SEC-WF-P-0000317 _ ___ _ ___ ·· -··--

Deposit j_ $1,017.691SEC-WF-P-0000227 SEC-WF-P-0000279 _ _ \__
1115 Aetna Health Plans I $2,151.001 -$1,133.31iSEC-WF-P-0000227 SEC-WF-P-0000281 _ _ _ check _ _  _j _ ____ 

check 
_ _  _  ____ 

· 
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0/2013 __ _ _ _ _ $9 53 EC-Wf'-P-QQCl23_27___ _ _  _ [_ __ 

L_S}2/20i3 -:=:J�us! 0� ����.6���==�==t-=� ,��ci.?o[=: - - === - [}2,212.:.53 sEc-wF:!'_:_()Q§_�3i=t - - - - ·----=: -=-=-: ::·: =-:=: .t= = :-= 
______ i-- ---g:t!1_:00 ---- 1.5i ISEC-WF- QQ_()_Q2_?1 __ 1 §C:VIfF :2Q003_1:? _ __ _____ ____ _ ___ ____ _$_?_: 8 - _ __ _ _  _ _ SEC-WF-P-0000 1- - - _ �������� : 6 --- ���::�  ���::�:::���i%i-+ - - - - --- - - - -- - - -- -1-- ---

lr��;�::: J t: ; i'" = = I •.• , t·_ = '·i""r-::::Ttfit�:it�JJ:E .••.•• .=·· = = -=E  = 
I �������� 

111 } t - -==··= - -===1=- QQi== - :=��::, --�:��:!t ����:��������� ��-���F:P.:gQQ�i��-=-==t=��== 
1��t��=r0:�_i;-�_ii0e�t==·-+=j;_1_,400.�0�==:::==- -r $2,365.51 SEC.WF-P-000023�1:-� :: _: =- =··====:=::===x===-==-

6/3/20131 
n1_ i�e��� �� ---------i--s1

oo
oi---- -S.?J_2o.oo !- ; :  ����:::::������� ----+----  

- ·-i·----------
6/12/2013j j Cios_ yy y2__5_a_v -------J--_$_1.fl Q?_i ____ ··-····-···------------------1.-----:j�������  112

��;-,;a-rtv Grou;;·-------1----$ 98 --- -  ��:� :::::: +- - ------- --------i ------

-tf - -f y_§;;LlP_...::= =l--=J _Cl_9L____ 1 sEc-wF-P-oooo23sj= :_: :·-==- ==•=--===·�j=== 112  j '".ci:. ------ --------- ----l-----1116!Check I - -- - L----------------·---------i------

,_ 6{2?{20 3_1 __ SEC-WF-P-00002
 

!SEC-WF-P-0000284 

t 6������� -{ g;
f

y2-_ S_a_v_e --
-
--- ---$-1,3so:OoJ--

;�:��::: :: ::: - --- ------------- --- -+----
11Z2li.! - "ili _':_s__=:-..=---t====:==-j=Si15LOO SEC-WF-P-ooooi3}iSEC IQQQ9 l:2_ --=:==1=== 7/5/2013 (!he _<:r9_111arty_ P - --_240: L--- $351.21 SEC-WF-P-00002 -- -------------------_l ____ _ I SEC-WF-P-0000238 I - -----

j$; i ---===---=----_-=r----------=J SEC-WF-P-000023n-·-
-
--

-
-
-- -:::_::===:==·T::__-::_::.== !.JJ. i!_ ___________ l---$ 55.00L_ ! -------+---- ! Cr(lrl)<J__rty Grol)_p __ ____ 

SEC-WF-P-000024q 
___ _ i l. Cl(l e 1----------------- -1----Q/14/2013 1131jChe ---------------j _ 

----------------t-----

]ATM - ------------- ----- --- --------r----

�A&l&:�j j:; :rty"""' := -:I '���] 'K:N:t:::�:itl =-- ----
___ Serv ce f -- ------ _l ________ _____ _j ___ __j 

_l_ose Wa_y3 \l_'"_ _
Service 1 TOT��=---- ________ J $126,095.891_._11_26_,0_92_.9_61 

-z.?1 ()(\(\ ()() 

-$48,327.46 
S17,73i.Oo - ?0 

-·· ·--· " 
- qc, c;qc; q-:1 

----  

+------------  

$67.51 _ -- -- -- - - - ---- ____ ____ 

$80.49 
$22.001 $58.49 jSEC-WF-P-0000235 +----

$310.49 

7/16/2013 11291ct;; k - ------- -------1-- $22.00 $20.21 SEC-WF-P-0000238l---- ----------- ----

_ $10.00 $10.21 
65.21 SEC-WF-P-0000241 ------------ - _ _  $1

$173.93 
____________________ j $373.93 SEC-WF-P-0000241 

___ ______ 11 

s10 ool 
______ j ____ __ _g?.:QQj 

fee I 
I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 

I 
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I 

I 

I 

I 

)Pandora _ __ ---------- --- \ _  _?_3_!3: {:)1 _ .l $10.00!4/30/2013 
 $912.53 SEC-WF-P-0000227 

_ _ __ _ __ ____1' 1 

_ ______j_ 
_ ____ __J 

J
L
__ 

;Service fee 
5/2/2013 11_ 1_ /\(etf1_a_l:fe l!_h__f'la_ns_ _
5/6/2013L------ jThe Crof11_ art_y_(3r_()l)p 

_ 

-
- -------i 
___ _ 

_
Save ---- --1---- 6e�

_ 
·· 

. 

6/ /2013I 
E_c; : :???Q321 

I 
------------- ------- --- -----...1--------------,------------i - - - - - - --- ---

$333.51 SEC-WF-P-0000235 I-------1 

1 

6/13/2013
6/13/2013 _ _ ____________l--------- . I
6/13/2013 j--------------- ------- ----------- -------- Iji $1,085.00) 

$22.00 
 • 

!Deposit 

$36.49 SEC-WF-P-0000235

$1,121.49j
Ð . .. . .
$10.00 j

$309.00 

7/1/2013 


7/8/2013 
 11231Check $42.21I i 
7/31/2013
8/2/2013
8/5/2013
8/6/2013 

____________L__ 

_!2l_
$200.00 --

____,
Way2 Save------L__ _ 

Check ------- - -----------+--

$309.001

$22.00
8/19/2013


8/20/2013 

1132
1
Ð

$64.93 SEC-WF-P-0000241

$42.93 SEC-WF-P-0000241 
I 

_ _ ______ 
$40.00

$10.00 


. _ 

8/30/2013 !Service fee 

$2.93 SEC-WF-P-0000241

-$7.07 SEC-WF-P-0000241
I I 

_ 

j_ 

$10.00, 


_ 

$10.00 
 -$2.07 SEC-WF-P-0000248
$12.93 SEC-WF-P-0000252
$2.93 


__ __ _ _ _ . _ L
_ , ,.. , - ·--" " _

1mit LLC
iskv 

>iar:_r<if11L rvi (OS_ 
'....,icc::nPr 



--·
·
--···--

?3/2012 ---------
-

?1 3/201_2 ______ _ 

---

j$ 21,000.00 SEC-USBANK-E-0000008l 

I G_r: p Sum !_!:  SEC- BAtlj_ :.P_::QQ0029.!...L__ -W -00001 7_ -

- --Group t-LLC ��==jj_� ·i�J..§.§:.9  sEc=j<_�_l3 1:_P�oooo5 u_ sEc-wF-P-ooooi94 

/2012 

6/1_1/2012 
?/_5/2012 

I I 

·rs-1:026.20 

. =·r
-s - ��-75o:oo...,SEc:-=wF-P-OOOO ---

-------··---
r

- :��---
·-- - - - l I:]--------- _:_- ---- - ·-·-···- ---·--···-

69,298.10 . 
l --- --Total  and Scott-- !f2G 297.84 

-- -· ·-··--- ---------·-·---·--:- - -· 

··----·-----·-----+-  

·-·  

_ _ ___ ____ L? __ 5,096.00 1 

.C  ..  

Payments to Cromarty Group, LLC 

Date Payor Amount 

4/16/2012 Arete, LLC US BAN K 0996 SEC-WF P-0000182 
i SEC-WF-P-0000182USBANK 6304 SEC USBANK-P 0000295 · ·····------- --- ---······· --··--- -----4/30/2012 35,000.00·-·· -·· 

10,500.00 
USBANK 6304 

4,515.00 

j
: 

I SEC-KeyBank-P-0000508 
SEC-KeyBank-P-0000513 I, SEC-WF-P-0000191 

SEC-WF-P-0000194 

i $Group Summit LLC 

__
Group Summit LLC li $ 
Group Summit LLC $ 

6/8/2012 
7/3/2012 ,
8/8/2012 Group Summit LLC ! $ 3,129.00 SEC-KeyBank-P-0000516 j SEC-WF-P-0000 . 
9/4/2012 <;roup Summit LLC $ SEC-KeyBank:P-0000520 SEC-WF-P-0000202j I; SEC-WF-P-0000206 10/12/2012 Gary C. Snisky I $ Vectra Bank ·----·----j----·--·-·---

Total to Cromarty Group, LLC 1 $ I 

Payments to Mike Tomich and Kenneth Meissner From Cromarty Group, LLC - Wells Fa rgo Bank Acct. 
WF Acct. No. 4987 

Date Name Amount Statement Bates No. Detail Bate No. 

5/1/2012 
5/24/2012 

J. 
Mike Tomich (SPS) 
Mike T()J11ichJ PS) 
Mike Tomich (?PS) 
Mike Tomich (SPS) 

12,470.00 SEC-WF-P-0000183 SEC-LMCU-P-0000097 
SEC-LMCU-P-0000091 

8/14/2012 
9/18/2012 

Mike Tomich (SPS) 
Mike Tom_ich (SPS) 
Mike Tomic  (SPS) 

10/17/2012 Mike Tomich (SPS) 
Total To Tomich 

4/23/2012 
5/3/2012 
7/19/2012 

· .
 1 

Kenneth C Meissner 
Kenneth C Meissner 
Kenneth C Meissner 

Sparkman 
Total To Sparkman 

-- ---·-·-····---- --------------------- - ---···-------------------------- --

I 

I 
$ 
$ 

. 750.00 SEC-WF-P-0000187 
SEC-WF-P-0000198

1,?76.ZO F-
- - -· -- -

' 
5/22/2012 Summit Trust Company 
6/12/2012 Summit Trust Company 

j
: $ 707.SO SEC-WF-P-0000191 · ,· ·  · ·· · ··-  · · --  -  . . . . . . .  

Total To Summit Trust 
---�--- - -- --- ------ - - -

: Grand Tota l to Tomich and Meisnner : $ 
Amount Retained By Cromarty Group, LLC 
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i 

I 

J 4/2/2012 i l 
�� !!e M ch !!_e __ _j4/4/2012 50, Q0_:2Qi u-ssANKA Q ���J-::- s[c -su �J!:i-0000213 sEc-usBANK-E-oci:Q_D._ o- J Tc oc)797osi 
JackJ:'_._ - wi£�------- J4/4/2012 SEC- _S.BANK-E-OOOO_I?_()_? ___ I_S.!_ ::_ Cl_ 706 j__ enneth 

Kenneth Meissner 1----·--··----· --·······-·-----j -r--------:::�--'---:-----:----ne_C_._?aVage -- - 4/13/2012 166,498.3S j_lj_5BANK M ik  Tomich 
era  Belan!__ _ _ _ _ _  _ __ 2012 00453 

15/14/2012 !--- SBANK  ! STC-00797  
_l)olc�res Legra _I_I3_,L\ ___ jy_!_4/2012 35!_ _()_?_._ 2_l-.l!SBANK _f'J_c:J:_ 304__ j __ 2§C-SPARKMAN-P-0000036 J2!S_2079701l_ 
_Edmu_ c:f_ . J6/7/2012 SEC-KeyBank-P-OOCJ_Q _?__  S.!S_::Q079707l 

Fort:l1.!2. --- -- SEC-KeyBank-P-OOOO?_�?_j- _!S_::_QCl_792_QZJ Marci �c:J_r:l:_ - - - - -- 50,000.0Q _ _j_ S ANK SEC-US.§.ANK-E-qCl_OO Q _l_S.!.S.:..Cl_Cl_79!_08 1 !Carol STC-00797  
!Mar  I�A_______ ct._N_9_. SEC-KeyBa k-P-0060513 _)T!_ ::OOI_ -lO  !Mary i STC-0079706 -- ---- --_Anne_sava!le I Acct:._ .c:J_._ 256_j_ 

_ca_r_oi_H_a -W_ie_-7 -= ----- /27 21,20 .ool_ KeyBank Acct.-�=�S ___ S_EC_-_BBVA-P-0000204 SEC-KeyBank-P-OOOOS s_! c)7!7_0_7 1_ 

$ 50,00_Q _Q- j_ _S._!3_Jl,_ f\J_K Acct:.!J :.? § __ SEC-SUMMIT-E-0000373 

$ 215,750.00 i U__? BANK Acct._f":! _I? _? _ 

5/2/2012 $ Acc_t.: _N.c:J:_ _Q §_j_ 

Investor Proceeds Depsoited With Sum mit Trust Company 

Asset Holders 

Report Bate 

Investor Date I nvested Amount Bank Detail Bate No. Bank Statement Bate No. No. Broker

$
$ 

j_
i 

I 

Duane R. Voorman 
 200,000.00 
• USBANK Acct. No. 0996 
 SEC-SUMM IT-E-0000314 SEC-USBAN K-E-0000005 STC-0072670 Mike Tomich 
& Mike Tomich -

$
$ 

SEC-SUMM IT-E-0000476 
100,000.00 

Meissner

IWeems Family Living Trust 4/9/2012 
IRA . 


_
The Legrand - "_() _a l  Trust 

A. 

SEC-USBANK-E-0000005 
L_?_EC-SUM_f':'l_IT-E-0000193 SEC-USBANK-E-OOOOOQ?_j__?_!S_::_D_079702_L 

TOMICH , SEC-USBANK-E-OO_O_I?_()Q§ j STC-0079707 1 M ike Tomich _SEC-USBANK-P-0000291 

STC-0079706 j
--,

_L__j _ _ 

i USBANK Acct. No. 0996 ,______ .Acct. _f\l_c:J:_Cl_  
-

Acct. No. 6304 $
$
$ 

106,000.00 
 SEC-KeyBank-P-0000425 
 Bi l l Spa rkman 

Bil l Spa rkman 
SEC-USBAN K-P-0000291 
 IAcct. 


Marcia 

Kieras______ . .  
 Mike Tomich 


$ 
$
$ 

1
l
_ _ 

6/7/2012 

100,000.00 -i-- KeyBank Acct. No. 4256 --J_ SEC-KeyBank-P-0000507 
50,000.00J KeyBank Acct. No. 4256 _j__ SEC-KeyBank-P-0000507 Mike Tomich 

TOMICH 00466 Mike Tomich 
I IHasty Wiers 


Hart 

SEC-KeyBank-P-0000507 SEC-KeyBank-P-0000526 
SEC-SUMM IT-E-0000358 

Mike Tomich 

I

1 6/14/2012 
7/11/2012
7/11/2012 

64,500.00j_ KeyBa nk Acct. No. 4256 

149,242.09 425__§__ 
KeyBa nk 

KeyBank Acct. No. 4256 
---- - -1" ---·---

Ken neth Meissner 
-

1G .  Hal l I RA l SEC-KeyBank-P-0000526 
 SEC-KeyBank-P-0000513 - -- · -

Ken neth Meissner 
$
$ 1

· -- · -
56,000.00

44,700.00

7,200.00 


- ------ -·-· ----,-STC-0079707 1 M ike Tomich 
j 

KeyBank
i KeyBank Acct. No. 4256 I 

SEC-KeyBank-P-0000516 SEC-KeyBank-P-0000?_27 
SEC-KeyBank-P-0000516 SEC-KeyBank-P-0000529 l STC-0079707 1 Mike Tomich 

RothJB� -------- J 8/2/2012 
Edmund Kieras 8/9/2012

/2012 
$
$ Mike Tomich 


'l I ITotal I nvested 1 $ 1,466,992.56 
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