
IN THE UNITED STATES DISTRICT COURT
 
FOR THE EASTERN DISTRICT OF PENNSYLVANIA
 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 

v. Civil Action No. 

DONALD ANTHONY WALKER YOUNG, 
a/k/a D. A. WALKER YOUNG, 
ACORN CAPITAL MANAGEMENT, LLC and 
ACORN II, L.P., 

Defendants, 

and 

OAK GROVE PARTNERS, L.P., 
NEELY YOUNG and 
W. B. DIXON STROUD, JR., 

Relief Defendants. 

COMPLAINT 

Plaintiff Securities and Exchange Commission (the "Commission") alleges as follows: 

SUMMARY 

1. This matter involves an ongoing fraud being conducted by Donald Anthony Walker 

Young ("Young") through Acorn Capital Management, LLC ("Acorn Capital"), a registered 

investment adviser controlled by Young. From at least mid-2005 through the present, Young and 

Acorn Capital have used Acorn II, L.P. ("Acorn LP"), a limited partnership they advise and control, 

to misappropriate at least $23 million from investors in Acorn LP. Young has directly stolen some 

of these funds, and also has used investor monies to pay other investors in the nature of a Ponzi 

scheme. 
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K reflecting an investment of$I,350,000 in Acorn LP, and a corresponding deposit of$I,350,000 

into the Acorn LP Account. 

68. Moreover, a performance statement created by Young for Investor F for the quarter 

ended June 30, 2008 reflects a balance in one of Investor F's Capital Accounts of$3,667,559, with a 

gain since inception in 2002 of$I,075,291. It further reflects only one transaction - an initial 

contribution of $2,592,268. 

69. In contrast, the Accountants' records for Investor F's Capital Account show a 

balance of$88,008 and 13 withdrawals from 2007 through 2008 of$3,378,874, including the 

withdrawals that went to Investor D rather than Investor F, as described above. 

Misrepresentation of Acorn LP's Assets 

70. Over the course of several years, the Introducing Broker referred six investors to 

Acorn LP, with total investments of at least $7.6 million. The Introducing Broker received 

duplicate performance statements from Young and Acorn Capital with respect to these six investors. 

71. The Introducing Broker also received the Acorn LP Account Statements from the 

Clearing Firm and was aware of the total holdings ofAcorn LP in the brokerage account maintained 

with the Clearing Firm and the fact that there were additional investors in Acorn LP other than the 

six investors the Introducing Broker had referred. 

72. In August 2008, the Acorn LP Account Statements reflected the Acorn LP account 

value at $6,418,731. The Introducing Broker received from Young and Acorn Capital performance 

statements for the second quarter of2008 for at least four of the referred investors, and the 

statements provided to the Introducing Broker indicated that these four investors had investments 

valued at just over $6.3 million, or approximately the entire holdings of the partnership in the Acorn 

LP Account. 
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73. On or about September 3, 2008, in response to the Introducing Broker's concerns 

regarding the value ofAcorn LP's assets as compared with its clients' known investments, Young 

informed a representative of the Introducing Broker that Acorn LP held assets of approximately $27 

million at custodians including, but not limited to, the Clearing Firm. 

74. Further, in early 2009, Young provided to the Introducing Broker documents 

purporting to be January 31, 2009 Acorn LP monthly account statements from a bank and a 

brokerage firm, reflecting approximately $24 million in assets. When added to the value of the 

Acorn LP Account as of the same time, January 31,2009, $4,019,305, the implication of these 

additional custodial account balances is a total Acorn LP asset value of, approximately, $27.8 

million. 

75. In fact, however, the two identified entities held no Acorn LP assets. Young 

falsified the documents he provided to the Introducing Broker. The first identified account belongs 

to an individual client ofAcorn Capital over whose account Young exercises control, but all other 

information, including the account balance, does not correspond to that account. The second 

identified account number belonged to an account opened by Acorn Capital and used only in July 

2008 to execute one trade, and which holds no assets. 

76. In sum, Young created these false custodial statements to allay the Introducing 

Broker's concerns regarding Acorn LP's assets, and to enable him to continue with his fraud. 
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Refusal to Provide Required Documents to the Commission 

77. In January 2009, the examination staff of the Philadelphia Regional Office of the 

Commission conducted an examinatIon ofAcorn Capital. Before, during and after the examination, 

the Commission staffprovided Young and his counsel with written requests for documents and 

information to be provided for the period January 1, 2006 through December 31, 2008. Many of 

the items requested have not yet been provided. 

78. The documents that the defendants have refused to produce include, but are not 

limited to, 2008 quarterly performance reports for Acorn LP that were sent to limited partners, cash 

receipts and disbursement journals for 2008, the names of all investors in Acorn LP and their 

investment amounts as of the end of2008 and currently, and Young's e-mail files for 2006 through 

2008. 

79. These items are critical in determining the safety of funds invested in the 

partnerships and Young and Acorn Capital are required to maintain and provide such documents 

upon demand by the Commission. 

80. In connection with the conduct described herein, and as further set forth above, the 

defendants acted knowingly and/or recklessly. 

81. In connection with the conduct described herein, the defendants made material 

misrepresentations and omissions to, among others, the investors in Acorn LP, the Accountants, and 

the Introducing Broker, including regarding their misuse and conversion of investment funds, the 

asset value of Acorn LP, and the status of investment accounts. 
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FIRST CLAIM FOR RELIEF 

Violations of Section 17(a) of the Securities Act,
 
Section lO(b) of the Exchange Act and Rule lOb-S thereunder by all Defendants
 

82. The Commission realleges and incorporates by reference each and every allegation 

in paragraphs 1 through 81, inclusive, as if the same were fully set forth herein. 

83. From at least mid-2005 through the present, as a result of the conduct alleged herein, 

defendants Young, Acorn Capital, and Acorn LP, knowingly or recklessly, in connection with the 

offer, purchase, or sale of securities, directly or indirectly, by the use of the means or instruments of 

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

interstate commerce, or the mails, or the facilities of a national securities exchange: 

(a) employed devices, schemes or artifices to defraud; 

(b) obtained money or property by means of, or made, untrue statements of 

material fact, or omitted to state material facts necessary in order to make the statements made, 

in light of the circumstances under which they were made, not misleading; or 

(c) engaged in acts, transactions, practices, or courses of business that 

operated as a fraud or deceit upon offerees,purchasers, and prospective purchasers of securities. 

84. By engaging in the foregoing conduct, defendants Young, Acorn Capital, and Acorn 

LP have violated, and unless restrained and enjoined will continu:e to violate, Section 17(a) of the 

Securities Act [15 U.S.C. § 77q(a)], Section 10(b) of the Exchange Act [15 U.S.C. § 78j(b)], and 

Rule 10b-5 [17 C.F.R.§ 240.10b-5], thereunder. 
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SECOND CLAIM FOR RELIEF
 

Violations of Sections 206(1) and 206(2) of the Advisers Act 
by Young and Acorn Capital 

85. The Commission realleges and incorporates by reference each and every allegation 

in paragraphs 1 through 84, inclusive, as if the same were fully set forth herein. 

86. From at least mid-2005 through the present, as a result of the conduct alleged herein, 

defendants Young and Acorn Capital, while acting as investment advisers, by the use of the means 

and instrumentalities of interstate commerce and of the mails, directly and indirectly, knowingly or 

recklessly have employed and are employing devices, schemes and artifices to defraud their.clients 

and prospective clients; and have engaged and are engaging in transactions, practices and courses of 

business which operate as a fraud or deceit upon their clients and prospective clients. 

87. By engaging in the foregoing conduct, defendants Young and Acorn Capital have 

violated, and unless restrained and enjoined will continue to violate, Sections 206(1) and 206(2) of 

the Advisers Act [15 U.S.C. § 80b-6(1) and 80b-6(2)]. 

THIRD CLAIM FOR RELIEF
 

Violations of Section 206(4) of the Advisers Act and Rule 206(4)-8
 
by Young and Acorn Capital
 

88. The Commission realleges and incorporates by reference each and every allegation 

in paragraphs 1 through 87, inclusive, as if the same were fully set forth herein. 

89. From at least mid-2005 through the present, as a result of the conduct alleged herein, 

defendants Young and Acorn, while acting as investment advisers in connection with a pooled 

investment vehicle, have made untrue statements ofmaterial fact or omitted to state a material fact 

necessary to make the statements made, in light of the circumstances under which they were made, 

not misleading, to an investor or prospective investor in the pooled investment vehicle or otherwise 

19
 



engaged in acts, practices, or courses ofbusiness that are fraudulent, deceptive or manipulative with 

respect to an investor or prospective investor in the pooled investment vehicle. 

90. By reason of the foregoing, defendants Young and Acorn Capital have violated 

Section 206(4)ofthe Advisers Act [15 U.S.C. § 80b-6(4)] and Rule 206(4)-8 thereunder [17 C.F.R. 

§ 275.206(4)-8]. 

FOURTH CLAIM FOR RELIEF
 

Violations of Section 204 of the Advisers Act
 
and Rule 204-2 Thereunder by Acorn Capital
 

91. The Commission realleges and incorporates by reference each and every allegation 

in paragraphs 1 through 90, inclusive, as if the same were fully set forth herein. 

92. Defendant Acorn Capital, while acting as an investment adviser who makes use of 

the mails or any instrumentality of interstate commerce, failed to make and keep true, accurate and 

current records including, but not limited to, the general ledger and financial statements relating to 

its business as an investment adviser and accurate records. of each investor's investment and 

documenting each fund's performance. 

93. By reason of the foregoing, defendant Acorn Capital violated Section 204 of the 

Advisers Act [15 U.S.C. § 80b-4] and Rule 204-2 thereunder [17 C.F.R. § 275.204-2]. 

FIFTH CLAIM FOR RELIEF 

Aiding and Abetting Violations of Section 204 of the Advisers Act 
and Rule 204-2 Thereunder by Young 

94. The Commission realleges and incorporates by reference each and every allegation 

in paragraphs 1 through 93, inclusive, as if the same were fully set forth herein. 

95. Defendant Young has knowingly failed to ensure that Acorn Capital made and kept 

true, accurate and current records including, but not limited to, the general ledger and financial 

20
 



statements relating to its business as an investment adviser and accurate records of each investor's 

investment and documenting each fund's performance. 

96. By reason of the foregoing, defendant Young has aided and abetted Acorn Capital's 

violations of Section 204 of the Advisers Act [15 U.S.C. § 80b-4] and Rule 204-2 thereunder [17 

C.F.R. § 275.204-2]. 

SIXTH CLAIM FOR RELIEF 

Relief Defendant Claims against Oak Grove Partners, L.P.,
 
Neely Young, and W. B. Dixon Stroud, Jr.
 

97. The Commission realleges and incorporates by reference each and every allegation 

in paragraphs 1 through 96, inclusive, as if the same were fully set forth herein. 

98. Relief Defendants Oak Grove, Neely Young, and Stroud received proceeds of the 

fraud described herein, over which they each have no legitimate claim. 

99. By reason of the foregoing, Relief Defendants Oak Grove, Neely, and Stroud have 

been unjustly enriched and must be compelled to disgorge the amount of their unjust enrichment. 

WHEREFORE, the Commission respectfully requests that this Court enter a final 

judgment: 

I. 

Permanently restraining and enjoining defendants Young, Acorn Capital and Acorn LP 

from violating Section 17(a) of the Securities Act [15 U.S.C. § 77q(a)], Section 10(b) of the 

Exchange Act [15 U.S.C. § 78j(b)], and Rule 10b-5 [17 C.F.R.§ 240.10b5], thereunder. 

II.
 

Permanently restraining and enjoining defendants Acorn Capital and Young from
 

violating Sections 204, 206(1), 206(2) and 206(4) of the Advisers Act [15 U.S.C.§§ 80b-4, 80b­
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6(1). 80b-6(2) and 80b-6(4)] and Rules 204-2 and 206(4)-8 thereunder [17 C.F.R. §§ 275.204-2 

and 275.206(4)-8]. 

III. 

Ordering the defendants and the relief defendants to disgorge any and all ill-gotten gains, 

together with prejudgment interest, derived from the activities set forth in this Complaint. 

IV. 

Ordering defendants Young, Acorn Capital and Acorn LP to pay civil penalties pursuant 

to Section 20(d) of the Securities Act [15 U.S.C.§ 77t(d)] and Section 21(d)(3) of the Exchange 

Act [15 U.S.C.§ 78u(d)(3)], and, with respect to defendants Young and Acorn Capital, also 

pursuant to Section 209(e) of the Advisers Act [15 U.S.C. § 80b-9(e)]. 

v. 

Granting such other and further relief as the Court may deem just and appropriate. 

Dated: April 17, 2009 Respectfully submitted, 

s/Catherine E. Pappas 
Daniel M. Hawke 
Elaine C. Greenberg 
David S. Horowitz (PA #19781) 
G. Jeffrey Boujoukos (PA #67215)
 
Catherine E. Pappas (PA #56544)
 
Deborah E. Siegel
 
Lawrence D. Parrish
 

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 
pappasc@sec.gov 
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