UNITED STATES DISTRICT COURT “ 11§32 15 B g =
FOR THE SOUTHERN DISTRICT OF INDIANA CORTESS

! SECURITIES AND EXCHANGE COMMISSION,
Plaintiff,
v. . e Civil Action No.

TIMOTHY S. DURHAM, c |
JAMES F. COCHRAN, and | N | |
RICK D. SNOW, | - g e 11 V- {) 37?@ JMS -MID

- Defendants.

COMPLAINT -
P!aintiff.Securiti_es and Exc_ihange Corlnmi'ss_ion(the “Commission”—) alléges as follows:
SUMMARY |
1. | This matter involves an Aof_fering‘ fljatid orchestrated by thé threé senior _exgc_:_uﬁves
of Fair Findncg Com}:any (“Fair;’), ;Ln Ohio-baséd éonsumer,ﬁnaﬁce coﬁpapy. From ét ieast
. QOOS throug‘ﬁ November 2009, aéfendants Timothy S. Durham,“Chief Executive Officer, ngés_
F. Cochrén, Chairman, aﬁd Rick.D. Snow, Chief Financial dfﬂccr, raised épprop{ifnately $230
million from at least 5,200 invéstor's through the sale of investmént certificates by making |

materially false and misleading misrepresentations and omissions concerning, among other

*things, Fair’s profitability and financial condition, the safety an?i"seEU"fity"Sf ifvestors” principal
and returns, and the use qf investor proceeds.

2. In 2002-, defeﬁdants Durham an-d Cochran purchased Fair, which héd operated for
decades as a successful finance compaﬁy that carned profits by using investof proceeds'to

purchase discounted consumer receivables. Following the acquisition, defendants changed Fair’s



_ historical business mode! and used a steadily increasing amount of investor proceeds to finance

the unp_roﬁtable and failing businesses controlled by Durham and Cochran under the guise of
loans (the “Related Party Advances™), to make interest.and redemp‘eion payments {o investors,
and for the benefit of themselves the1r fam111es and friends.

3. | By 2009, defendants had booked more than $200 million as “loans” in Fair's
financial statements, which accounted for approximately 90 percent of Fair’s purported
investments_. The defendants represented in Fair’s offering circulars that investor funds would:
be used to make legitimate leans which, in turn, would generate the promised _returns on the.
investment certificates. Defendants instead used investor proceeds for thern-selves and their -
companies that had serious financial problems, incluciing insu'fﬁeient earnings or collateral to

support repayment of their debt.

4. While raising money from investors, the defendants knew that the majority of the

related pames were essentlaily 1ns01vent but nonetheless contmued to accrue revenue and carty

the non-performmg loans at ati 1nﬂated value in Falr 8 financial statements, thereby decelvmg
investors as to Fair’s true financial condition.

5. In fact, the majority of related parties did not make in_teres;f of principal payments

to Fair and, ultimately, the defendants used new investor proceeds to repay eatlier investors in

the nature of a Ponzi scheme.

b. As a result of the conduct described in thls Complamt defendants Durham 7

Cochran, and Snow violated Section 17(a) of the Securities Act of 1933 (“Securltles Act®) [15

CUS.C.§ 77q(a)] Sectmn 10(b) of the Securmes Exchange Act of 1934 (“Exchange Act™) {157

_US.C.'§§ 78j(b)], and Rule 10b-5 thereunder [17 C.F.R. § 240. 10b-5].



' JURISDICTION AND VENUE

7. . The Commission brings this action pursuaﬁt to Sections .20(b) and 20(d} of the .
Securities Act [15 U.S.C. §§ 77t(b) and 77t(d)] and Section 21(d) of the Exchange At [15
U.S.C. § 78u(d)], to enjoin such acts, transactions, }Sl'actices,' and courses of business, to obtain
disgorgement and civil ﬁenélties, and for other apprOpfiate relief.

8. This Court has jurisdiction over this e_iction pursﬁant to Section 22(a) of the
Securities Act [15 U.S.C. § 77v(a)] and Sections 21(d) and 27 of the Exchange Act [15 U.S.C.
8§ 78ﬁ(d) and 78aa]. |

0. Venue is proper because certain of the actg, transactions, practices, anci courses of -
business cpnstituting‘the violations élleged herein occurred witﬁin the Sou’_cherﬁ District of

- Indiaﬂa. Fair adyanoed millibns of dollars of investor fuﬁds to cothpanies located in, or operated
 _ ,Oﬁ'? of, the SOuthern District of Indiana. Furthefmore, defendahts‘ Du;ham, Cochran, and Snow
Wqﬂ{ed ra.nd resided in the District. |

10.- Inconnect10nw1th tﬁe conduct alleged in this Complairit, the g;lpféndants directly
or indirectly made use of the méans or instruments of transportation or communica_tion in
iﬁtet;’tate commefce, of the-means or instrumentalities of intel-‘state commerce, or the_ rriéils, or
the facilitiés of a national éécurities éxchénge.

DEFENDANTS

11. - Tlmothy S. Durham age 48 isa remdent of Los Angeles Cahforma and

.Fortwlle Indiana. Sirice 2002, Du1ham has served as the Chlef Executive Oﬁicel and a Dlrector
of Fair, an Ofﬁcer and Director of Fair Holdings, Inc. (“Fair Holdings™), Fair’s parent, and a
Member of DC Investments, LLC (“DCI®), Fair Holdings® parent. Durham and his business

partner, defendant James F. Cochran, each own 50 percent of Fair, Fair Holdings, and DCL



Aleo, since 2001, Dui‘ham. has served as the Chairman of the Board and Chfef Executive Officer
of Obsidian Enferprises, Inc. (“Obéidiah”), and, since 2008, as the interim President and Chief
: Ex_ecutive,Ofﬁcer of National Lampoon Inc. (“National L‘ampoon”).

12.  JamesF. Cochran age 55, is a resident of McCordsville, Indiana. Since-2002,
Cochran served as a Dlrector and Chairman of the Board of Fair, a Dlrector and Ofﬁcer of Fair
Holdmgs, and 50 percent owner of Fair, Fair Holdings and DCI.

13. Rick D. Snow, C.P.A., age 47, is a resident of Fishers, Indiana. Snow isa
certified public accountant licensed in Ohio. Upon information and behef, Snow’s license is
currently inactive. “Since 2002, he has .be.en the Chief Fihancial Officer of Fair, and in 2003, he
became the Chief Financial Ofﬁcef of Obsidian. In 2009, he was appeinted as.the interim Chief

Financial Officer of National Lampoon.

RELATED ENTITIES
1‘4. ‘Eeir Finance 'Company, e‘stahlish‘ed in1934,isa privete Ohio 'corpo_r-a’_tilon with
its ﬁfincipdl-éiﬁee of business in Akron, Ohio. Fair Provided consumer ﬁeaneiﬂg services by
purchasmg and seﬁ1c1ng consumer recewables and operated under the names “Falr Financial
Services” and “Rair Fmanmal ” As explamed in more detail below, the eompany historically
A financed its operations, in part, through the sale of variable rate investment cer‘tiﬁcat_es to the
puhlic fro.m ni.ne branch offices located throughout Ohie During the.period of-the ffaud from '

2005 through 2009, the sale of these 1nvestment certlﬁcates became 1nc1easmg1y v1ta1 to the

continued viability of the company, and the company’s only significant source of eash. In
February 2010, Fair was forced into involuntary benkruptey proceedings under Chapter 7 of the

United States Bankruptcy Code.



15.  Fair Holdin.gs, Inc. is an Ohio corporation with its principal place of business in
Indianapolis, Indiana. At all relevant timés, Fair Holdings was the parent and sole shareholder of
Fair. Fair Holdings is wholly-owned by DCI.. Fair Hdldings was one of the largest reciﬁients of
Related Party Advaﬁces dpring the ineriod of the fraud and distributed much of the money it
received through its line of credit to Durham, Coéhran, and other related entities.

16. DC Investments, LLC is aﬁ Indiana l-imited liability corporation owned and
con-trollec_i By Durham and Cochran with itsr principal place of business in Indianapolis, Indiané..

_At all relevant .fimes, DCI owned 100 pe.rcent of Fair Holdings. Both DCI and Fair Holdings
together were among the largest reci_pients‘ of Related Party Advances during the period of the
fraud and distributed much of the money it‘received to Durham, .Clochra.n, and other related
entities.

17. - OB‘sidian Enterprises, Inc. is a Delaware corporétion with i’Fs ﬁrincibai place of

- business ‘in I’ngii_ana}polis, Indiana. In 2001, DUrham forrhed Obsidian (fc;rlrlfierly'knpwn.as Danzér .

Industries, Inc,), which was a publicly-traded holdmg company (OTC: OBSD) until 2006.
]jurham_w'as the majority owner and also c‘on’;;olled Obsidian. Obsidian hasa variety of
subsidiary COfﬁ]ﬁ_aniés, inéluding a rubber '-fe‘claifr‘;;ng‘ oompan& and various automotive trailer
rcofnpanies.' Obsidian was c.)ne of the‘la_rgest recipients of Related Party Advances during the
period of tﬁe fraud and 'distributec_l much of the money if receivéd to its subsidiaries ;and related

individuals and entities. -

FACTS
L  Background of Fair |
18, Before Durham and Cochran acquired the company in 2002, Fair operated as a

family run consumer finance company for decades. Fair financed its operations through the sale



of variabie rate investment certificates to Ohio residents and from revenue it generated from
purchasing and servicing consﬁmer 1'eceivébles.
19.  Fair purchased finance contracts between businesses and their customers that
rcarrAied interest rates ranging from 18 to 24 percent. Fair purchaséd the finance contracts at a
discount and obtained the righfs to collect futulje contract payments from the customer. Fair .
profited on the difference between th;e discounted purchage price of the finance contracts and the
amount it qoilected from customers under the contracts. :
26. ~ Fair’s primary sﬁurce of financing for its businesé was the sale of 6 to 24—month _
investment certificates, paying ah annual rate of return on the certiﬁcat_es that a?erag,ed
-approximately two percent above typical bank certificates of depoéit. Eair could histo%ically pay
this return because of the high rate-o.f return it earned on its consumer finance contracts. At
maturity, investors had the option of either redeeming their certificates or rolling the balances
over into 'ne.v'v certificates. |
21.  Fair successﬁﬂly_emplbye@f’:hi_éfbusiness model for decades and developed a
replitation with its inveétors asa trustxlyorfﬁy', stable company. |

: -II. Durham and Cochran ?uréh’ased Fair and
' Continued Offering Investment Certificates

‘ 22. In January 2002, Durham ard ‘:C'o'ch‘fan purc'hésed Fair in a lévéfag'ed ﬁn‘an.cing
ttansaction.for $23 million through their j;)intly-owned h'olding company, Fair Holdings.
T After the acquisition, defefidants Durham and Cochiran, 'aé'Fﬁi “gsoleowners,
exercised complete controi over Fair’sroperation_s. Along with Snow, each controlledlthe
'company’s acéounting and financial reporting and were fespoﬁsible‘ for the representations in
Fair’s offeting circulérs. At all relevant tirﬁes after the acquisition, Durham and Cochran acted

by and through Fair.



24, At all relevant times after the acqﬁisition, as Fair’s Chief Financial Ofﬁcéf,
defendant Snow maintained Fair’s books aﬁd records and regularly .consulted with Durham on
accounting and finance issues, including use of investc_)r proceeds, the preparation of financial
statements, and the disg]osure of Fair’s financial condition to investors and to the Ohio Division
of Securitics. |

25. _: Along with the other défendants, Snow played a central role in the accounting for
the Re‘latgd Party Advances, as well as in the disclosures made to inyestors. At all relevant times
after the ‘acquisitio'n,' Snow acted by and through Fair. Between 2005 and 2009, Snow received
 at least $I;365,000 in cbmpensation from Fair, | -

.26, Fair registered_its of'ferings'of investment certiﬁcates with the Ohio DiVisién of

Seouriﬁes ahc_i claimed an exemption from registration \'Nith the Commission. At'ali relevant
. times after the_ ac;juisition, approximately every 16 months, 'defendarifs. sﬁbmitted anew.
application, along with a propolsed offéring ciréular, to the Chio Di\lrisi_on of Securities to‘ reneﬁv
: Fai;’.s offering. .
27 Onatleast four occasions between 2005 and 2009, the defendants renewed Fair's
: seourities‘o_ffering With.the Ohio Division of S;curities. Thus, defendants distributt}d at-lcast )
féur differént offering circulars to investors duripg the péﬁod of the fraud. The dffering_ circu_lérs

varied in length (generally less than 50 pages) and contained sections relating to, among other

things, Fair’s business model and operations, management, investment options, risk factors, and -

* the use of proceeds.
28. Defendants also included the consolidated financial statements of Fair and its

" parent, Fair Holdings, as part of the offering circulars. Durham certified the financial statements

in the offering circulars from 2005 through 2009.



29. Defcﬁdan’cs advertised Fair’s investment certificates through local newspapers and
e,rhplbyed a sales staff to sell the investment certificates from branch offices located throughout
Ohio. Defendanté controlled the marketing message used in the brarich‘ offices. Fair’s sales
representatives gave a standard presentation to prospective investors that focused on Fair’s long
and reliable history as a.consumer finance company and provided investofs with a cd]:jy of the
offering circular,

o 30.  Many of Fair’s i_nvéstors were elderly persons with modest incomes. They
purchased the inves,trﬁént certificates because of their relatively' high interest ratéé and i?a}ir’s
well-established fepufation of ha;vihg suqcessfully offered sin-lilar invesfcrhent certificates fdf |
dcoades. - |

31.  Asdetailed belOW; the defendants made numérbus matefial misreprese_ntétioﬁs
and 6missions rggarding, _a:mlong' othe; tﬁ_ings,“ Fair’s proﬁtab.il_ity énd ﬁhangial-_. Cor;ditioﬁ,’ the
safety aﬁd se'éqr.ifcy of in_ve_.stors’ principal and returns, the source of pﬂrppr‘t‘ed invéstmgnt
retumns, aﬁd theuseof investor proceedé both orally and in written statements i'hcludcd within |
Fair’s offering-ﬁ:i'rculars and financial statemgnts'distrib'uted to Fair inve_sfors.

TL - The Fraud
A. The Defendants Shifted Business Away from Consumer Financing,

ncing Large Sums of Cash to Themselves dnd Thelr Rélated
Compames

32, Immedmtelv after Durchasmz Falr in 2002 Durham and Cochran significantly

changed the company’s business operatlons away from its historical consumer finance model. -
33.  Durham and Cochran, under the guise of loans, diverted a steadily incréasing
~ amount of irivestor proceeds to themselves personally and to more than 50 individuals and

numerous struggling and unprofitable entities controlled by Dutham and Cochran. Durham,



Cochran and Snow knew that neither Durhatn, Cochran, nor the related companies had the
earnings, collateral or other resources to ensure repayment of their purported debt to Fair.

| | 34. As reﬂected in Chart A, the claimed \talne of the “loans™ to related parties grew
from zero in 2001 to $200.9 million by November 2009, while the value of consumer finance
receivables held by Fair declined from $72 million to $25 million. Further, as a‘lpercentage. of

overall purported “assets,” consumer finance receivables declined from 100 percent in 2001 to

11 percent in November 2009.

"CHART A

2001 | 2002 T2003 | 2004|2005 | 2006 | 2007 12008 | 11/09

- InvestOrL_'Proceeds 13.7 |31.1 259 |40.8 432 1470 47.0,7 467|461

Subordinated Debt [ 37.0 | 665 |823 |111.8 |138.7 |160.9 | 182.7 [192.5 |207.2

Finance Receivables | 72.0./51.1  |51.8 |53.1 1607 |694 |377 [49.0 [25.0

Related Paity Loans | 0 207|402 .164%6: |-882 | 111.9 | 1442 | 180.7 | 2009

(Figures e’re’ in millions of dollars. Categoi‘iee other than Investor Proceeds ai-e cuiﬁulative )
375'; “ While steadily i 1ncreas1ng the axnount of investor proceeds they diverted to
'Durharn and Cochran and thelr related partles defendants oontlnued to ralse new rnoney from
mvestors to fund these advances and to make 1nteres1: and redemptlon payments to eertlﬁcate
holders. Between 2005 and 2009, defendel}ts_ 'ft*a}i‘dolently raised approxn‘nately $230 million
from the sale of investment certiticates to abproxime_.teiy 5,200 investors.
36.  The annual and accum‘ulate'dincree_see in eates of new imtestlnent cet'ti'ﬁcatles o

ultimately created a si gnificant and unsustainable amount of debt that Fair had to.service ona

“monthly, quarterly, and annual basis. Fair’s investment certificates were unsecured and juniorto =~

other Fair debt and was reported as “subordinated debt” on Fair’s balance sheet, representing the
pr1n01pal and interest owed to investors. As reflected in Chart A, in 2001, before the acqulsltlon

Faxr s subordmated debt was only $37 mtlhon By November 2009, it had climbed to $207

million.



B. Durham and Cochran Used Investor Proceeds For Their Personal Benefit
and Recorded Them As Related Party Loans From Fair.

37. As reflected in Chart A~ab6ve, Durham ar;d Céchra_n transfe_;rred more than $20
million of investor proceeds to “related parties” in just the first year they éwned Fair. Each year
theteafter they continued to advance millions of dollars to'thcmselves and their related |
cbmpaﬁies. By November 2009, th;ey. had advanced more than $200 million of Fair’s money to
“rélated parties.”

38.  Durham and ‘C'ocﬁran advance& a large pbrtion 'of this money direcﬂy to
themselves. Even according to Fair's own financial statements, prepared by the defendénts,

Durham and Cochran directly received more than $30 million from Fair by 2009 — in addition to

- funds they funneled to themselves through their related companies.

39. _Durhafri and Cochran used this money to pay their daily living expenses and to

' suppért lavish personal lifeswlés, including mortgages for multiple homes, more than 40 classic

and 'ev}é’otic'cars worth over $75millioh, a $3 million private jet, a $6 million yacht, hunt_lgeglg of
thousands of dollars of gamﬂiziﬁg. and -travel experises, credit card bills, and coﬁr'xtry'.clul_lt)idues,
and for elaborate parties, and otl_ler forms of entertainment and expenditures. They also '. :
distributed large a.mqunts of fnoney to family- members and friénds.

L 40. Durhari aﬁd"Cochran also funneled large amounts of the Related Party |

Advances to struggling companies and risky start-up ventures that they owned or otherwise

_'_"'Lm‘éndl’ltl'OI-led, iﬁéludmg a rubber reclama‘cion corﬁﬁaﬁy; 'ﬁ'lﬁXﬁfy‘Coach maﬁiifaﬁturer, dcar oo e o

magazine, multiple restaurants, a surgery center, trailer manufacturers, Internet companies, a race

car team, a replica vintage car manufacturer, and a food catering service. Durham, Cochran, and
Snow often advanced investor proceeds to Durham and Cochran and their related companies by

funneling the funds through Fair Holdings (Fair’s parent), DCI, and/or Obsidian.

10



41,

Chart B summarizes the cumulative totals for Related Party Advances that

Durham and Cochran diverted to themselves and certain entities they controlled. Several of the

largest loans carried on Fair’s books wére to DCI, Obsidian, and U.S. Rubber, all of which were

controlled largely by Durham and Cochran.

~ CHARTB '
2005 2006 © 2007 - | 2008 09/30/09
Obsidian 1$13,572.657 | $17,887.987 | $21,969,005 | $26469,750 | $29.861,710
1 U.S. Rubber |$5,293,878 | $8,731,878 | $11,089,551 | $11,062,551 | $15,579,846
DCI $32,399,703 | $44,663,865 | $46,057,121" | $63,725,983 | $52,702.,041
Durham $6,592,182 | $9,167,963 $18,322,145 | $23,773,229 | $24,794.667
Cochran $2,096,112 | $3,829,800 | $6,430,459 | $7,870,763 | $8,383,062

42. Defendants provided DCI with a “line of credit” that Durharﬂ' and Coohran used-

to prop up their failed start-up ventures and other speculative investments. They also used

millists of doliars 'ﬁdvahc"éd_thfough DCI to fund persondl éxp_eriditur'es for themselves, as well

as their friends, fanily, and etiiployees: None of these activities created the returns necessary to

repay the intérest on the [6ans; much less the principal.

43, "Afé‘e‘f-*ZOOS, Obsidian was little more than a shell company with virtuallj;'no :

- revenue or sigq_ificant assets or operations. Obsidian accumulat_e_d operating losses of $20. .

million from at least 2005 on, and its liabilities far exceeded the value of its assets. As early as

March 2005, Durham and Cochran confirmed in e-mail communications that the financial

condition of Obsidian was deteriorating. Between 2005 and:2009, Obsidian had no realistic -
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knew, or was reckless in not knowing that Obsidian could not repay its debt.

44,

.S, Rubber likewise had continuing net losses as far back as 2001, and, as of

September 2006, its liabilities far exceeded its assets. It also could not repay its purported debt

to Fair.
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principal on any of the Related Party Advances from 2005 through 2009. Consequently, the

45. Similarly, as shown below, Durham and Cochran had_no ability to — and did not —
repay their debt to Fair. |
C. Defendants Knew fhe Related Parfy Advances Were Inadequately
Collateralized and Made to Individuals and Entities that Lacked Earnings or
Financial Resources to Ensure Repayment of Their Debt to Fair.
46.  Asnoted above, Dufham, CocHran, and Snow claimed that the Related Party
Advances were loans. They recorded them in thé financial statements as assets on Fair’s balance
: sheet under the line item, “Loan receivables, related parties.” In addition, défendants recorded
certain advances that went to felatcd pérties as ‘;Othér loan recelvables.”

- 47. . From 2002 through 2009, defendants maintained the purported loans at almost
full value onr'the' balance sheet, recording only minimal “loaﬁ loss reserves™ — a way of |
accounting for the _céstimated loans that would ‘-b;é ultimately unrecoverable. ‘For eXgminle, in
2009, at a time When defendants claimed more than $200.9 million in Ioaﬁs a§ assets, they
recorded only 'e‘i_pprd_kimately $10.9 million as'loa.n loss reserves for 4ll receivables (f:he'Related

Party Advances and the ﬁnghce receivables), or approximately 5.4%. In other words, at all- -

" - times, defendants repfesented in the financial statéments given to investors that they reasonably

expected the Related Party Advances to be repaid nearly in their entirety, with interest, thus
reflecting a strong and substantial asset for Fair.

48.  However, few of the related parties made significant payments of interest or

large majority of the related party loans were, at all times, non-performing, impaired assets.
49.  In some instances, when Durham-and Cochran and the related parties did make

payments on the purported loans, the source of the payments was additional advances that were

) “round-—tripped”lfrom Fair. For example, if-defendants advanced funds to themselves orto a

12



relatéd party, defendants useé, or ﬁrr_angcd for their related party to use, a portioﬁ of that new
money to make a paymcn‘; on the purported loan. Thus, vs}_hile Fair’s accounting showed a
payment, in reality, d.c‘:fendants actually financed the payment tﬁrough further advances from
Fair.

50.  Each year, defendants also improperly accrued interest on the Rela’_ced Party |
Advances as revenue. Accrual refers to a company’s recognition of inferest on a receivable as )
having been earned whlen the intefest payment has not yet been received. Although the
defendants did nof differentiate in Fair’s ﬂnanqial stateinents interest accrued on the Related
Party Advances from interest accrued on the finance receivables, defendants annually recorded
as much as $20 million ér more in accfued interest revénue on the Related Party Advances. This
représe‘nted up té two-thirds of Fair’;s r‘epQrt'ed antiual fevenue.

51.  The defendants accrued interest on the purported loans even though they knew

that they should ha{/e written-down or charged-0ff most of the loans entirely.

$52. Because Dufham, Cbohran, and.their related entiti_es had no ability to repay the

purported loans, defendants had no r::aéoriable basis to accrue interest on these purported loans.

" Thus, the accrued “revenue” reported in Fair’s financial statements from the related party loans

waé wholly illusory and a sham because it consisted of accrued interest on worthless “loans” and

not cash received by Fair.

53. " By annually reporting significant amounts of fictitious revenue ostensibly as

interést, and recording the value of the loans at near full value, defendants concealed Fair’s

rapidly deteriorating financial condition and the fact that it had been operating at a loss since at

least 20035,

13



54,  Not only were tﬁe loans non—perfdrming and not generating any revenu.e, they

were also improperly and _ihadequgtely collat;erélized, which further reduced their realizahlel
- value, |

55, | Defendants represented in lFair’s,offcring circular that the reiafed party loaﬁs were
secured through publicly‘ and privately tfen.ded securities; eQuipment, real estate, and other |
personally held assets of Durﬁam and Cochran. Durham also }srovidea persoﬁél guarantees for

' many of the related p‘at‘éﬁ loans. However, this collateral either never existed or its value was
Woéfully deficient compared to the size of the‘purrp'orted loans. Morco’vef, dcféndaﬁts did not
take steps to perfect the s_ecurity- interc_sts in the purported collateral.

56. © The Relatéa Pa_rfy Adf/énces were also not all properly documented as loans. For
many of the advances, there was little or no loan dclncurnentation; and the terms often did not -
'require payments until maturity, Few loans ever reached maturitj/, because when the :matul;ity
date ap'proached, defendénts rb;:;itinely: ameridéd the loan agreementé to exterid %the repayment
dates. |

57. Deﬁ_andant_s Wdre acutely aware of all of the shortcomings and problems 7'
associated with the purpoi‘téd related party loans descr_ibéd herein because'"thr;:y handled every
gspect of the purpérted. lqusr on ?é’ch:sic_ie of the transactions.r Defendaﬁté ,glgo df’?idf_’d Who to

- advance the money to and how much money to advance. They further deg_ided how to document.

the loans, how much collateral to supply, and how to account for the advances in the financial

statements. Finally, because Durham, Cochran, and the entities théy controlled received the
purported loans, they were responsible for, and well aware of, the lack of repayment. Similarly,

because Snow handled the accountihg of the purported loans, he also knew they produced almost -

no cash for Fair.

14



. 58.  Defendants also understood the precarious financial situation at Fair caused by its
'stéadiiy increasiﬁg Related Party Adﬂ/ances, associated liquidity constraints, and its rapidly
expanding subordilléted debt owed to the certificate héidérs. Despite this knowledge, the " .
defendants continued to taise millions of do'llars from investors.

IV. Défendan’ts Ignor-ed.fFair’s Outside Auditors’ Warn{n'gs
About Overvaluing of the Related Party Advances

59. As early :;as 2'.‘0(;)_5, Fair’s independent outside auditors warned Durham, Cochran, .
and Snow a}bout their mischaracterization of Fair’s financial condition By overvaluing the
Related Party Advances. |

60.  In April 2005, during.its‘ attempt to audit Fair’s 2003 and 2004 financial
statements, Fair’s independent outside auditof identified nu;neraus prbBlems with Fair’s
ac'counting‘and ﬁ_nanci:al reﬁofting surrounding the Related Party Advances.

61. loms. rapidly inoreasing loan balances
errdtic or no payment actmtyonthe loans, lack of policies and proc%;_‘;'h_:i_‘re.é ‘govefn_ifig
unﬂerWriting and credit e%/ﬂﬁéﬁqn,_ and the continued deteriorating ﬁnancml _‘co.n'dif‘ié.h ofthe
‘borrowing enﬁties,_ prlmarlly ngidian, one .of the largest purported loan réj\cipients.

62.  The auditor told defendants ébout these deficiencies and expléined that because of

" “thé “increasing maghituds® of i problems surrounding the putportéd telated party loans, the

auditor could not issue an unqualified audit o;ﬁinion for fiscal year 2003 or conduct an audit for

. ""'""'“'"'ﬁ‘s“c_’alﬁ'%ﬂ?i‘f" S e e e e

"63.  The auditor also disclosed to defendants that they found that Fair had no
underwriting procedures for monitoring credit and impairments of related party loans at Fair, or
sufficient documentation supporting advances to related parties, including loan documents and

collateral security agreements. The auditor also discovered that the defendants were recognizing
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revenue on non-performing loans or loans for which future collection was doubtful, without

having performed an appropriate loan impairment analysis, including loss reserves and coilateral

values.

64.  The auditor further indicated that the economic substance of _many‘of the Related

Party Advances suggested that the defendants improperly classified them as loans in the financial
statentents when, in fact, they were investments. Classification of the Related Party Advances as
investments would have, among other things, made it impossible for defendants to accrue

interest on the “loans” in the financial statements.

65.  Concluding that the purported related party loans had significant problems, the

‘auditor also told the-defendants that they had been materially overstating Fair’s income because
. of the failure to expense Fair’s probable loan losses. The auditor toId.defendants to increase

~ Fair’s _reserve for loan losses for the year ended 2003 from $2 million to at least $11.5 million.

66. The audltor told defendants that they should have accounted for Fair’s probable
“loan losses by recordmg an expense (normally called a “provision’ f_or 10a'1‘1_ 'lqe:jses) ._m the period
in \tvhlch a 10at1 loss ‘becomes.,p.robable and quantifiable. This W‘Quld have b'e'en reﬂeéted on the
corr.lpany’bs balance sheet as a credit (or reduction) o the l‘oan 'pOrtfolto. In additib‘rt, the
defendants should have contmuously monitored the credit quallty of the lo.an portfoho to ensure

reserves remained adequate Durham, Cochran and Snow falled to correct these and- other '

problems identiﬁed by the auditors.

67. Defendants understood that makmg these accounting changes, and dlsclosmg the
reduced related party loan value in the financial statements and offermg circulars could prevent
them from contm‘umg to raise additional funds through the sale of invesiment certificates.

Durham admitted as much when he commented in an e-mail that he did not want the auditor to
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write-off certain purported related party loans because it woﬁldjeopardize the ability to renew -
Fair’s offering with the Ohio Division of Securities.

68.  Defendants never corrected any of the deficiencies in Féir’s policies and
procedures, underwriting, _accounting,'or financial reporting identified by thé outside auditor.

The defendants likewise never revised Fair’s financial statements to reflect accurate loan loss

reserves, and they further continued to improperly accrue interest on the related party loans that -

were not being repaiid.

69. Instead of undertaking any of the steps the auditor identified, in June 2005, the
defendants ﬁred the auditor and engaged a new auditor to audit Fair’s 2003 and 2004 ﬁnanciél
statements. |

70, Tlhroﬁghout this time, the defendants continued raising funds_from investors
without disclosing the prior auldi_tor’sﬁn'din_gs to current or prospective investors or to the Ohio

~ Division of s‘;_gscgr_itieé. "

' 71 Fair’s new auditor tolddefendantsthat it had found many ofthe Samé'.p'r'c')blems as
those idgptif_iéd_ by the prior auditor, in-cid:;i:ingcoi!gteral deficiencies and accrual of in_fer‘est on
purported loans that had little or no hlstory of mterest or principal payrher‘l’gs.

72. . Ultimately, he new auditor agreed o ssue an ungualified st opinion to Fai
for fiscal years 2003 and 2004 only after Durham identiﬁed sufficient personal assets to pledge

AR

as collateral for the deficient purported loans. However, Durham never followed through with

filing and/or perfecting the security interests in the assets he agreed to pledge as collateral. '
73.  Inattempting to audit Fair for fiscal year 2005, the new auditor informed the
defendants that the collateral for the pur’por'ted re.l'ated party loans was deficient by at least $20.5

million. This deficiency represented approximately 33 pefcent of Fair’s total purported related
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party loans in ZOOSI. In the absence of proper collaterél, defendants should have estab'lishgd- a
$20.5 million loan loss reserve. |

 74.. Establishinga $20.5 milii'on loan loss reserve in 2005 would have resulted in a net
loss to Fair of approximétely‘ $20 million and a deficit in stockholder’s equity of approximately
$14 miﬂioﬁ.' The aﬁditor proposed issuing a qualiﬁed‘. audit opinion to Fair an‘d.F air Holdings onl
the basis that recurring lossés and liabilities in excess of assets at Obsidian and other related’
companies raised céncefhs about Fair Holdings’ ability to qontinue as é going concern.

75.  Durham told the auditor that he opposed the issuance of a qualified audit opinion

E ‘that detailed such a large net loss. Durham and his co-defendants knew that if Fair’s auditors

is:sued a qualified opinion detailing Fair’;s rapidly declining financial condition spawned by the
non—perfoﬂﬁing Related Party Advances, the Ohio Division of Securities would have revoked
Fair’s offering registration. Without the ability to raise funds from new investors, Fair would not

have been able to make inferest and redemption payments to prior investors, and, consequently,

the company would have qulckly collapsed — leaving defendants without é—SéﬁrCB of fundsto .

finance their business Ventures and extravagant lifestyles.

76.  Instead of pfoperly accounting for Fair’s materially deficient loan loss reserves,

“the defendants‘ yet again fired Fair’s Eiuditor.

. 77.  Having been told from two different outside auditors thaf they were

mistepresenting the value of the purperted related party loans, the defendants never again sou

to have an independent audit of Fair’s financial statements. Instead, until Fair’s collapse in
November 2009, either Durham and/or Snow prepared, and Durham certified, Fair’s financial
statemnents. In doing so, defendants continued to improperly account for the Related Party

Advances at grossly inflated values on the balance sheet with only minimal loan loss reserves. ..
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Lieabiigeand

V. Defendants’ ‘Cenducf Leads to Fair’s Collapse

78. Because Durha.m and Cochran diverted significant amounts of cash to themsellves'
and their relateel entities; Fair faced increasing quuid_ify Iproblems.
79, The liquidity problems were highlighted in 2007 by defendants’ sale of Fair's
consumer receivables in an e'ffoﬁ to raise cash. Durham and Cochran sold approximately $22.8

million of Fair’s recetvables, and used the proceeds of the sale to repay a Fair Holdings bank

loan and note they had used to purehase Fair in 2002. This sale created a significant reduiction in.

Fair’s finance receiVables — its only valuable asset ~ aed, as a result, further impeired Fair’s
ability to generate income to pay ,itsr 'inter.est obligations to certiﬁcete holders;

80. By year-'end iOO?, Fair carried only $37.7 million of finance receivables,
comprising just .19"percen‘t. of Fair’s to.tal loans and ser\_rice receivaeles, compared to $144

million in related party loan receivables. In 2008, However the defen&ants used these remaining

recelvables as collateral s0 Fau: eould obtaln a $50 mllhon lme of cred1t thereby encumbermg o

the only mgmﬁcant asset ‘Fair owned that could be sold to repay certlﬁcate holders

81. , In September 2008, Cochran and Durham admltted ine- malls that Falr was in
ﬂnanci‘all turmoil. DUrharn told Cochran that Cochran’s ass;ets’ were ‘p’robably “Way short” if Fair
was ever eudited by the tho Division of Secgrities.

82. - However, Durham and Coehran;s ;eal concern was net the fﬁture'ability of Fair te

pay back its investors; it was for their own personal finances. Even while Fair was facing

financial turmoil, Cochran eomplained about his need for funds and asked for his salary to be

increased to $1 million a year, which he felt he was due because Durham took $150,000 or more

‘pet month for “personal operating expenses.” In response, Durham asserted that he had just

“borrowed and repaid continuously on his line of credit because he had not received any money
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from Obsidian in years. Cpchran complained that the money he requestedlwas nothing
éompared to-‘all of the money they provided to Obsidian and _rei;etted con;panies that F_ﬁir would |
nevér recover. ’Durham'land Cochran’s conlcé_rn_ for their own precarious financial condition and
their desire to extract additional money from Fair Was_oqpurring as Fair spiraled into insohlzency,
eﬁdange_ring the certificate holders.

83. In or around October 2008, when Fair’s liquidity problems began to intensify,
Durham essentially admitted to conducting a Ponzi scheme through Fair. In e-mails between
Durham and Fair’s attorney, Durham ackﬁowledg_ed that Fair used a sub;stantial portion of

investor proceeds from sales of new investment certificates to pay interest and redemption -

‘payments to existing certificate holders.

'84.  As the need for cash to pay interest to investors and to fund Fait’s operations

continued to accelerate by year-end 2008, Durham instructed Snow and Cochran to severely

‘ “re's'tl"ict"'_éé_r‘i;jﬁ ‘-c'éi’sl_l outs” at the end of eé__i_dh month Dutham and Cochran also sought 0 11qu1ciatc

personalassets to geherate f:uhds tomeetF air’s telﬁe’éi:féﬁét’féa_e'mption 0b11gat1ons F ;Vo‘r-- L

mail in or around December 2008, Cochran suggested to -Dﬁfgmjthaf he sell

some aﬁﬁqﬁé:s_' and some of his cars, Which He estimated would bring in around $3 million to $7
million. Durham responded that he was going to sell a few cars, which should generate around

~ $1 million, but not soon enough. Durham added, . . . the problefn is at redemptions at 2 million

a month we are chasing a black hole.”

85.  Despite the cash shortagé at Fair daused by the failure of related parties to repay
their debts, Durham and Cochran continued to funnel investor funds to themselves and their

failing biisinesses through 2009. Throughout 2009,.Durham continued to instruct his employees '
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to wire funds from Fair to Obsidian and to other related companies at a time when Durham knew

that neither he nor Obsidian could repay the funds to Fair.

86. By Octo‘b_er 2009, F airl was on the brink of collapse. The defendants had raised
appro:;(ima‘t_e[y $230 million from investors since 2005, and Fair was not receiving payments on
-~ the approximately $200 million f)urham and Cochran loaned to themselves and their related
parties. The defendants had instituted a 60-day hold on invostor redemptions, in e.ffeot making
Fair’s investors wait for what was iegitimatc]y owed to them, while Durharn and Cochran
.continued to drain funds from Fair. Durham also instructed Cochran to contact prior investors to
| oonvirroe them to re-invest with Fair because they had insufficient cash to meet trle certificate
redemption and interest iaayments |

87. . On or about October 24 2009 the Indlanapohs Busmess .Tournal pubhshed an

artlclc h1g1111ght1ng possrble problems at F alr due to the srgmﬁcant related party loans As a

'result rnany 1nvestors sought to rcdee i th Iy mvestments and raised questlons about the related

. party loans Cochran told them that

1ong hrstory of success. Cochran soughtt  Thinimize the risk associated with the rola‘;éd party
loahs and commented that Fair’s investﬁréﬁts in"cars and artwork were “good iﬁv'e-strri‘éhts.”
88..  Cochran lulled nvestors by falsely clanmng that Fair was in good ﬁnancml

condition and that Fair had done a wondarful JOb” that year on proﬁts Cochran empha51zed to

investors that Fair had been in business sirce’ 1‘79{34 as a thriving consumer finance bus_in_ess and

never defaulted on a single investment note. Cochran further represented-that Fair had not
written off more than one percent of bad debt in'any year and that the value of Fair was at least

$260 million,
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89.“ By November 2009, Fair’s registered offering was about to expire and the
defendants sought to renew Fair’s registration. However, the Ohio Division of Securities did not
i 1;enew Fair’s offering after the defendants failed to provide sufﬁqi.ent' information supporting the
Related Party Advances, whic‘;h at that time had ballooned to mqrél than $200 million and
accounted for'90 percent of Fair’s investment assets. Shortly thereafter, Fair was forced into .
involuntary bankruptcy. As ﬁoted aboﬁe, the defendants caused more than 5,200 investors to
invest a total of approximately $230 million with Fair. Virtually all of these investors lost their

entite investments.

VL ‘Defend'a:nté’_ Mis’ifépr'e_’sentations and Qmissions
90. From at'_l';a.s-t ',:’2005 through 2009, the defendants made numicrous material |
mis'r‘epresentations andormss:ons régarding, among other thmgs, Fair’s p'rloﬁt'ability and
financial conditio_n,-thé s‘éj.fe%l:y ;_{nd security of in_v.estors’ _princij_ﬁa-l and returns, the sourcé of | ,
purported 1nvestmentreturns , é‘hd the ﬁsé of investor proceeds. |
- 9L Defendants rr;1:1s:ff'cprcsentqd the ﬁnancial h_eaii_'t__ﬁ" ofFalr (andlts ability to tepay
investors) primarily byfallmg to accurately account for, and di‘s‘cl’bsei the ﬁdfﬂre"of",fhc Related -
‘Party Advances andthezrvalue ’-co Fair, - '
| 92 DurhamandCochran knew the extent of their own d?';_‘c:rkiorgtip.g‘ﬁ_nanqial
conditions and that of thcir ,related._entities. They alsb knew their precarious ﬁnanci_al

predicaments rendered theérii and the other recipients of the Related Party Advances incapable of

repaying their debts to Fair. Snow, for his part, knew or was reckless in not knowing that
Durham, Cochran, and the related parties would be upable to repay the funds they owed to Fair.
Indeed, two differentf_i_ﬁ'debéﬁdent auditors told defendants Duﬁham, Cochran, and Snow in 2005

and 2006 that Fair’s rel‘a‘tedj party lending practices were seriously flawed and its loan loss -
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. Whlle defendants di

reserves were materially deficient to cover related party loan defaults. HoWever, instead of
disclosing this fact and setting proper reserve levels by writing down the value of the purported
related party loans on the balance sheet, defendants maintained them on Fair’s balance sheet at

near full value,

93.  Moreover, while misrepresenting to investors the true value of the related party

Joan “asset” as early as 2005, Durham and Cochran continued to impair the company’s value

even more by diverting more and more investor proceeds to themselves and increasing the

balance .of the Related Party Advances from $88 million in 2.005 to more than $200 million by
November 20:09 —even though these loans wefe not worth near that amount, Neither Durham
nor Coenran,‘ nor their related companies, could repay (or did repay) these loans. As this was

happening', 'Snou? was preparlng ‘Fair's financial statériients knowing the problems associated

with the Re]ated Party Advances

94. Defendants also oaused Falr to mls' epi ature of 1ts busmess to 1nvestors

ed“rn'ofé“anﬂ' rﬁore"o‘f 'F’a'ir’ elated partles a

';the"cdﬁmarry’s_

ﬁnancial-'s’ituation'deterlorated defendants contmued 'sollcltlng new 1nvestor funds and

'reassurmg ex1st1ng mvestors of the safety of thelr mvestments by touting Falr S hlstorlcal and

i

purported success as a consumer finance company Defendants chd this through the offermg

elrculars as well as through thelr 1nstruct10ns to Falr s sales representatlves about What to say to

pros‘pec’twe" in'\_‘festots".who Vl_stted.any of Fair’s ‘iiegi‘onal ofﬁces. In addition, Cochran engaged in

direct solicitation of customers in which he touted Fair’s success and strength as a consumer

finance company.
95, :A_-"l_“‘_hedefend_ants also 1nisrep1'eseﬁted"Eair"s"re_venues to-investors. Through, among

other things, Fair’s offering circular and financial stater_nents, defendants disclosed that Fair
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generated investmentreturns by investing in loan receivables that were supposedly genetating up
to $20 million in annual revenue. These representations were false because defendants were
improperly accruing interest on the worthless and uncollectable Related Party Advances and
improperly reporting the accrued interest as revenue torFair. This fictitious revenue accounted
for app"roxinqately two-thirds of Fair’s annual revenue and materially misrepresented Fair’s true
financial condition. In fact, the Related Party Advances did net generate sufficient revenue to
pay Fair’s operating expenses, much less investo_rs" interest and redemption payments. In reality,
‘. Durham and Cochran siphoned off as much of the investor proceeds as possible and then used
the remaining investor proceeds to make interest and redemption payments to earlier in_vesters in
_ .thel'na:ture of Ptmzi scheme. | |

96. Although defendants did "di.sclos_e that-Eair would use a portion of investor
proceeds ebtain'ed fr'orn the sale Qf in\-reStfr‘n;ent;certiﬁpates to fund redemptions; theyrnever .
di,sao,s'éq_: that Fair had to'use & ma_]orxty a‘_f?'if_we'_s‘t_csrjfp;&jqeeds to-fund both interest_ and
A re"-‘d'e‘mﬁtion payments becauseDurham Cochranand tl're related parties v»iere“net'rej:)'ayi.n‘lg, and-
were not capable of repaylng, the Related Party Advances

97. ' Defendants mlsrepresented in Falr s offering clrculars that the related party loans
were properly collaterahzed Nelther Durham nor Cochran ever pledged sufﬁc1ent collateral for
the related party loans. Defendants falsely represented that Durham and Cochran had securitized

many of the Related Party Advances fc;_r, t_he beneﬁt'of Fair. -In reality, they never took the

necessary steps to perfect Fair’s security interests. Moreover, Snow never sought to ensure that
Durham or Cochran had sufficient collateral, income, or other resources to support the Related

Party Advances or Durham’s personal loan '-guarant'ees.
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98.  Indeed, by mischaracterizihg the value of the “loans,” the revenue from the

“loans,” and the collateral supporting the “loans,” defendants essentially misled investors by

characterizing at least a portion of Durham’s and Cochran’s uses of investor proceeds as “loans”

atall. In fact, as noted above, although éharacterized as loans in the financial statemehfs,
Durham and Cochran routinely made the purported related party loans without proper
documentation, without édheﬁng to loan or credit evaluation procedures (including a collateral |
énalysis), or without otherwise establishing certain terms for payment of interest or principal.
Durham aﬁd Cochran aléo used those funds to support their lavish personal lifestyies and the
expenses of their private businéss ventures, while ra;ely making interest payments.

99.  Defendants madg all éf the above rﬁisrepresentations knowin_g or with reckless
diéregérd fo the fact that -thejz were false, or that they had omitted mater_'ia‘li facts ﬁec_ess‘ary to
make their statements not misleédiﬁg. As noted above, Durham al"ld‘ Cochran had‘ﬁrs"t-'hand

knowledge of the financial health of nearly all the recipients of the Related Party Advarices and

and records of Fair; initiated and took direction from Durham and Cochran, and kney that the

Rélated Party Advances were not being repaid and that Durham and Cochran did riot have the

ability to repay them. All defendants also understood the precarious liquidity problems created
by the fack of cash gencréted by the Related Party Advances and the ever increasing burden of

the debt obligations to certificate holders.

100.-  All of these misrepresentations and omissions together left the investors and
perspective investors in Fair with the false impression that Fair was a vibrant and strong

consumer. finance company. In reality, between 2005 and 2009, defendants were essentially
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looting the company of its valuable assets and replacing them with impaired Related Party

Advances that they falsely represented to the public as having strong value.

FIRST CLAIM FOR RELIEF

Violations of Section _17(5L_cif the Securities Act

101. Paragraphs 1 through 100 are re.allege‘d an‘d’jinct')rporated herein by\refc;‘r.en_ce.

102.7 From dt least 2005 through November 2009, as a result of the conduct alleged
herein, defena'a;ﬁf‘:s'ﬁUrhatﬁ,'Cochran, and Snow, knowingly ror re’cklésslyl, in the offer or sale of |
securities, directly or indire'CtlS/_,' sirigly or in conceft, by the use of the means or instruments of

transpottation or communication in interstate commerce, or the means or instrumentalities of

interstate comitieree; or the mails, or the facilities of a national securitics exchange:
(a)'.;.- ok eﬁ;plfcsyefd de‘vices isdhemes or '&ffi_fi_gﬁS'to defraud;

(b) . obtai

103. By éﬁgag;ﬁé in the foregoing conduct, defeﬁdants Durharﬁ, Cochran, arid Snow
Vlolated and unless restralned and enjoined will continue to v101ate ‘Section 17(a) of the

Securltles Adt [15 U e § 77q(a)]
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- _Ex_ehenge Act [1\5\UiS.C.§78j(b)] and Rule 1_0b—

SECOND CLAIM FOR RELIEF

leat:ons of Section 10( bmf the Exchange Act and Rule Iﬂb S Thereunder

104.  Paragraphs 1 through 103 are realleged and moo_rpprated herein by reference.
105I. From at leést 2005 tﬁrough November 2009, as é_result of the conduct alleged

hefei_ﬁ, defendants Durham, Cochran, and.Snow, knbwi-ngly or r6ckle§sly, in'connection with the
purchase or séle of se‘curitiés, directly or indirectly, singly or in concert, by use éf the means br
instrﬁme'nt'aliij'-of in:cerstate commerce or of the"ih'aii"ls, ora faéifity ofa natiq'nal securities
exchange: -

(a) employed devices, scherﬁes or artiﬁcc‘s t(.).defrau-d'

(b) - made untrue statements of rnaterlal fact or omitted to state material facts

necessary in-order to make: the statements made, in hgh’c of the
c1rcumstances under Wthh they we made not rnlsleadmg, or:,

_ ’ engaged in acts practlces or course?s of busme_:ss Wthh operatcd or would

517 .C‘F R .,240 10b- 5] thereunder
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WHEREFORE, the Commission respectfuily requests that this Court;
L
Issﬁe an injunction permanently restraining and enjoining defendants Durham, Cochran,
and Snow from violating Sec_;tion 17(a) of the Securities Act; Se_:ction lO'(b) of the Exchange Act,
and Rule; 10b-5 theteuﬁder. |
IL
'Qrder defendénts Durﬁarn, Coch‘ran‘,. and Snow to disgorge all‘ill—gottgn gains derived
from the‘unlév?ful' activities set fot;th 'inlthis Complaint, together wi."th pi'éjudgment i.nteres.t-.
11
'Qrder defendants Durham, Co'chr;an? and A_Snow-to pay civil ijenaltiés, pur;;;ua‘nt to Section
| 20(d)‘qf.th'rc_ Securities Act and Segtion}i(d)@) of the Exchange Act, as a ir"gs_yilt‘ of the violations

set forth he em

Pursuant to Section 207(_6) of theSecurItles Act and’ Siué'ction 21 (d)(?) g-f the Exbh'an-g‘é Act,
prohibit defendants Durham, Cochran, and Snow from acting as officers or directors of any
isstier that has a class of seciitities tegistered putsuanit to Sectioh 12 of the Exchange Act or thiat

- 18 requ‘i'r"é_c'lfto file reports pur'suaﬁt to Sectlon 15(d) of the Exchange Act.
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V.

Order such other and further relief as this Court may deem just and appropriate.

Dated: March 16, 2011

Respegtfully submitted,

Viyr: /
Danie] M. Hawke
Elaine C. Greenberg
David S. Horowitz
Brendan P. McGlynn
G. Jeffrey Boujoukos
Scott A. Thompson
Michael J. Rinaldi

Kelly L. Gibson
Attorneys for Plaintiff:

SECURITIES AND EXCHANGE COMMISSION
Philadelphia Regional Office

701 Market Street, Suite 2000

Philadelphia, PA 19106 '

Telephone: (215) 597-3100

Facsimile: (215) 597-2740

BoujoukosJ@sec.gov
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