UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-16354

In the Matter of
DIVISION OF ENFORCEMENT’S REPLY
David B. Havanich, Jr., IN SUPPORT OF ITS MOTION FOR
Carmine A. DellaSala, PARTIAL SUMMARY DISPOSITION
Matthew D. Welch, Richard AGAINST RESPONDENT MICHAEL
Hampton Scurlock, III, SALOVAY
Retirement Tax Advisory

Group, Jose F. Carrio, Dennis
K. Karasik, Carrio, Karasik
& Associates, LLP, and
Michael J. Salovay,

Respondents.

The Division of Enforcement submits the following Reply in Support of its Motion for
Partial Summary Disposition Against Respondent Michael Salovay:

In his response,' Salovay disputes none of the material facts pertinent to the Division’s
motion. Salovay’s claim that Diversified told him he did not need to have a securities license to
sell Diversified bonds is irrelevant because, as the Division pointed out at p.5 of its Motion for
Partial Summary Disposition Against Respondents Richard Hampton Scurlock, III and RTAG
Inc., Exchange Act Section 15(a) is a strict liability offense—Salovay’s mistaken belief as to the
lawfulness of his conduct is simply immaterial. With respect to the material facts, Salovay does
not dispute that he conducted substantial due diligence on Diversified, discussed the merits of the
investment with clients, and received from Diversified $100,000 in transaction based

compensation for bonds purchased by investors he brought to the table. Therefore, the issue of

'The Division received Salovay’s response by email on May 28, 2015. It does not appear he filed it with
the Office of the Secretary. A copy of his response is attached as Exhibit A.



Salovay’s liability can be determined as a matter of law, and summary disposition on this issue is

appropriate.

June 5, 2015 Respectfully submrttW
i

Andrew O. Schiff

Regional Trial Counsel
Direct Line: (305) 982-6390
schiffa@sec.gov

DIVISION OF ENFORCEMENT

SECURITIES AND EXCHANGE COMMISSION
801 Brickell Avenue, Suite 1800

Miami, FL 33131

Phone: (305) 982-6300

Fax: (305) 536-4154

CERTIFICATE OF SERVICE

I hereby certify that an original and three copies of the foregoing were filed with the
Securities and Exchange Commission, Office of the Secretary, 100 F Street, N.E., Washington,
D.C. 20549-9303, and that a true and correct copy of the foregoing has been served by U.S. Mail,
on this 5th day of June 2015, on the following persons entitled to notice:

The Honorable Carol Fox Foelak
Administrative Law Judge

Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549

Carl F. Schoeppl, Esq.

Schoeppl & Burke, P.A.

4621 North Federal Highway

Boca Raton, FL 33431

(Counsel for David B. Havanich, Carmine A. DellaSala, and Matthew D. Welch)

Cornelius J. Carmody, Esq.

17010 York Road

Parkton, MD 21120

(Counsel for Jose F. Carrio, Dennis Keith Karasik, and Carrio, Karasik & Associates, LLP)

o



.

Andre F. Regard, Esq.

Regard Law Group

269 West Main Street, Suite 600

Lexington, KY 40507

(Counsel for Richard Hampton Scurlock, III and RTAG, Inc.)

Mr. Michael J. Salovay

(n ﬂ////

Andrew Schiff, Esq. 7



May 29", 2015

Securities and Exchange Commissian

RO1 Brickell Ave, Suite 1800

Miami, FL 33131

Andrew Schiff, ksg

File No. 3-16354

In the matter of David Havanich, ir, Carmine DellaSala, Matthew Welch, Michaet Salovay

In response tu the Motion for partial summary disposition under Sec. |, statement of facts, | did sec the
advertisement for Diversified Energy Group (DLG) in a professional journal and that journal was for
insurance professionais and insurance products. After calling the phone number in the advertisement
and asking questions 1o Mr. Welch, he sent me some information on DEG. 1 gave him some personal
intarmation and they said they did a background check on me and saw thal my Series 7 license was
suspended do te an issue with my U-4, not reporting a change in a timely manner,. Mr. Welch asked if |
was gomg to pay the $5,000 fine to remove the suspension and | told him no because | barely do any
securities trading anymaore, it just wasn’t worth it. He said | did not need a Series 7 that they had many
representatives that just had Insurance licenses. | do have my PA licenses tor Life, Accident, Health and
Variable products; see Exhibit 1 attached. It was after that in which | entered into the finder's fee
agreement which was part of the exhibits. At no point after my Series 7 license was suspended did |
ever take part in trading securities or represent myself as having the authority to trade securities 10 any
clients or companies. | was not the only person that DEG told that they did not need a securities license,
see exhibit 2, 1 did a broker check on FINRA and many of the people on exhibit 2 were not registered or
have never been refistered.

As viestified t did do an in person visit 10 DEG's office in Tequesta, FLin which, Mr. Havanich, Mr.
DellaSala and Mr Welch intraduced me to their office manager Candie and showed me around the
office which they said they bought. They also showed me a map of the United States, Canada, and
Mexice which had push pins that were to represent the il and gas wells that DEG had awned or leased,

The vast magenty of the people tknow that mvested in DEG were intraduced to the company through
chent appreciation dinners | would conduct annually - DEG had a table set up with their information in
packets( sales pieces, returns, wells they owned and subscription agreements) that they would hand to
the people attending and had them sign in. DEG were the guest speaker at these dinners, | never
discussed any DLG business at these dinners. DG had a power point presentation showing the oil and
gas wells they owned and the return they were getting and discussing the information they handed out
to clients. Where these participants came from was that my insurance chents that | have known for
years invited their friends , family and co-werkers. Mr, Welch and Mr. Dellasala presented their
information and answered the gquestians fram the participants.

EXHIBIT




1 did hand out my own packels containing materials which you can see in exhibit 3.

Mr. Welch also made the statement that the DEG bonds were registered with the SEC and with the state
of Pennsylvania, to find out that was not true.

Anytime there was a question in regards to the Bonds and state registration Mr. Welch said he would
check with Robert Hackney their attorney, who Mr, Welch said was a SEC attorney, 2gain not true.

do not deny that | was not registered as a broker or with a securities broker dealer during the time in
question with respect to doing business with DEG.

If DEG just said from day one , you need to be a registered representative my clients and myself would
not be in this posttion today.

thaveairady s to the cease and desi NS D AN

Respectfully,

Michagl Salovas



. _ MICHAEL JOSEPH SALOVAY
Detach this wallet size license and License Number 323688
cany on your person
License Type: Resident Producer Indv
Effactive Dato: March 1, 2004
Expiration Date: June 30, 2016

MICHAEL JOSEPH SALOVAY Linas af Authortty.
Life ang Foxod Anrusbes.,
Accigent and Health, Vanadle |
’-/‘;‘ hT —» \ L#eNMnMcA:mnly
2 RGH, PA [

| (R0 8 2 EX0 GEE) P 810 A0 EED KW B O
4157112756

®  This 1s your new License. Please note your new license number and check your lines of authority to be
certain they are ¢orrect.

* M your license is subject 1o Continving Education (CE) requirements. this requirement MUST BE
SATISFIED prior w your license expiration date.
e Touebtain informauon on your CE requirements and current CE status. aceess

www.sircon.com’pennsylvania

*  You must notily the Insurance Depantment of address changes within 30 days of the change.

e You may report the address change via e-mail sent to ra-in-produceriapa.gov

o FLor additional infonnation on the services of the Insurunce Department visit our website at
WWW.Insurance. pi. gov

e You must notity the Insurance Departiment i wiiting within 30 days of being charged with any
misdemeanor or felony.

Visit the Pennsylvania Insurance Department’s WEB Site at www.insurance.pa.gov

DETACH BELOW

MICHAEL JOSEPH SALOVAY
License Number 323688

is hicensed to engage in the business of insurance in the Commonwealth of Pennsyivania m the capacity
stated helaw, subject to applicable laws and nules
Lenes of Authority:

Lite and Fixod Anmtics. Actident and Healih,
Variable LeeManatio Annety

License Typs:  Resident Producer indv

EHeclive Date. March 1, 2004
Expiration Date: June 30, 2016

MICHAEL JOSEPH SALOVAY

IRGH, PA 15216

SRR

112756




Lrh b g R

Zalore that first contact, did you know 3ny of the following indivicuals or companias {Check 3il thal
appiy):
The porson who contactes you about e investment ____
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ytedy withit
Retirement Tax Advisory Group or anybody assodated with it ____

Cooper & Assodsles or anybody associated with it

Canio, Karask, & LiP os with #t
CMG Estate planner of anybody associated witn it ____
BFS Financial, Inc. o¢ anybody dwith 1 ____

Tesoro Wealth managemand, LLC or anybody associatad with it _____
Comerstona Financial or anybody assoctated with il
E Finantial or anybody associated with i ____

Heruze! Ins. Inc or anybody associated whh it ____

If you answer yas 10 oy of (o individuals or companies aboveo, plesse axplan) bilow how you knew that
individual or compary

. Did you ever with anyb wih Diversificd pricr to investing with Diversified?

{dYos ( }No

¥ yes, who dxf you speak with? ___ - e
it yes, how many dmes?

tf yes, whan? - . -~
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Can vou picture vourself or a loved cne in a Nursing Home?

Most ceonle can't!

, /,',,’,,jf{,,,,,,,_{ will provide che tollowing:

Home Health Care:
* Visits by livensed, qualiied Nurses in your home
* Visits by licensed Nuritional Specialists in your home
= Visits by lewally qualified Physical. Occupational. Speech and Inbalation Therapists  vour home
¢ Home Health Awes 0 help pertorm vour activities ot daily living in your home
{ Dressing - Bathing - Twleuny Moving :n and out ot bed or charr “ Edting  Continence )
v Prescription drugs. medicines. durabie medical equipment. wheelchairs, hospital bed. monitoring
equipment. medical suppiies and lnb services customarily provided in a hospital or nursing home

* Home Moditications (equal to an entire month ot benetits) to allow you to be able to have the proper
sccommodations to ailow vou to stay at kome — without charges or reduction in benetits

And. while you're genting help trom those listed above. these are also included:

= Domestic or cleaning services ‘n your home

< Laundrv services in your home

« Food shopping and errands

* Meal preparation and clean-up in your home

+ Transponation to and from medical appointments

< Thorough cleaning of vour home to remove hazardous dirt or debris
Adult Dav Care:

* Carc in a facility designed tor senior Americans during the day. It is ssumated that by the year 2020,
Adult Day Care tacilitics will surpass Child Day Care as the #1 used day care in the United States!

Assisted Living:

* Care in a tacility that has many of the conveniences and luxuries of hume and has the medical awention
readily available should it become necessary. Includes meals and care but has the privacy and
arotection of separate iving quarters with vour own lock and key.

Nursine ility:

= Cute in aquaiified * ity that provides more intensive care and sitention vn a constant basis. This
would also mctude care in an Alzhieimer’s taciity.
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Sokons Comparing the Facts
Instrument Principle at Liquidity Early ‘Tax Deferred Fees Tax Liabitity
Risk Withdranal Interest upon Death
Penalty
Individual
Retirewent Dependent Yes IRS Penalties - Yes Dependent upan Tmmediate

Account (TRA)

upon location

Afler 8912

Taxes

location

Laenily

3 p Y PP TR m
' i o : é?ﬁ, bl A
C crtlflcnle of 3 to 6 months No Immedinle
Deposit (CD) Interest
Trensury Bills No No Forfeit Yield No No Tmmediate
Bonds Yoo No Vartes Yes Yes Timediate
(LCFET)
Maotey Macket No Yes No No No Immediate
Mual Fund Yes Yes No (you realize No Yes Tmmediate
toss or gain)
Stacke Yes No Na (you realize No Yes Tmmediale
toss or galn)
Varinble Yes 10% each Year Ahme 10°% Yes Yes tip 1o 5 Years




b d @B

Taxable Yield Charts

Fixed"':Annuity

This sidn of the table shows the faxable interest thal
would be required to equal the tax-deferred interest.

Taxable Equivalent Yields

gain on a taxable inlerest rale.

CD

This side of the table shows the after-tax

After Tax Equivalent Yields

Your Your

Marginal 2, 10% | 15% [ 26% | 28% 33% 35% Marginal 4 0% | 15% | 25% | 28% N% | 3%

Tax Rata Tax Rate

Interest A bank account would need to earn the intarest tnterast i your money earns the interest rates in the first
Iy rates shown helow to equal an annuity eaming i column and is in a taxable account, after taxes,

Earned Earned

+ tha interest rates In the first cotumn. N you are Iaft with the gains shown balow.
r v

1% L% 1.18% | 1.33% | 1.38% 1.49% 1.54% M 1% 080% | 0.B5% | 0.75% | 0.72% | 067% | (.65%
% 222% | 2.35% | 2.67% i 2.78% 2.99% 3.08% 2% 180% | 170% | 1.50% | 1.44% ; 1.34% ; 130%
% 333% | 353% | 4.00% | 4.17% 4.48% 4.82% 3% 270%h | 2.55% i 2.25% | 2.16% | 201% | 195%
% dac, | 4717 | 5.33% | 5.56% 597% 6.15% 4% 360% | 340% | 3.00% | Z288% : 268% | 260%
K% 566% | 588% [ 6R7% | 694% 7 6% 7 69% 5% 450% | 4.25% | 3.75% | 3.60% @ 3.35% | 3.26%

» 8"'»’- 6R7% 1 7T06% | 800% i A33% 8.96% 9.23% 6% S40% 1 5.10% | 4.50% | 432% | 4.02% | 380%
% 778% | B24% | 033% | 0.72% | 10.45% 10.77% 7% B30% | 6.95% | 5.25% | 5.04% { 4.68% § 455%
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SECURITIES AND EXCHANGE COMMISSION

Miami Regional Office

DATE: June 5, 2015
TO: OFFICE OF THE SECRETARY
FROM: Andrew O. Schiff, Regional Trial Counsel

By: Phil Pierrot, Paralegal

RE: In the Matter of: David B. Havanich, et al
Adm. Proceeding No. 3-16354

Enclosed, please find the original and three copies of the Division of Enforcement’s Reply
In Support of its Motion for Partial Summary Disposition Against Respondent, Michael Salovay.

Thank you.



