
 

 

   

         

 

      

             

             

          

             

             

           

             

           

             

             

                

             

            

              

           

          

              

             

              

       

            

             

           

  

             

            

                                                           
                

 

               

 

          

 

      

 

    

            

Septembe  8, 2017 

RE: China Ca in' mi repre entation , undi clo ed  tock trading halt 

revealed 

Dea  Hono able SEC Chai man Jay Clayton: 

Thank you fo  allowing the public to comment on China Casin's p oposed 

pu chase of the Chicago Stock Exchange ("Acquisition"). This is a  otten apple fo  

Ame ica. The SEC Commissione s have tackled the Casin mis ep esentations with 

commendable judgment by timely stopping a  ushed app oval o de  issued by f iends of 

CHX's Sidley Austin lobbyists at the SEC's T ading and Ma ket Division. The SEC 

Commissione s have the mandate to shut down this imp ope  scheme. 

Without telling the SEC, since May 2017, China Casin's only publicly t aded 

affiliate, China Development (Shenzhen Stock Exchange Code: 000838) has been halted 

f om t ading fo   egulato y violations. The stock p ice has nosedived to $ZERO f om 

$69, acco ding to Google finance.1 Cu iously, Casin's stock cha t is the textbook "pump 

and dump" closely t acking Casin and CHX's news flow  elating to the Acquisition. 2 

CASIN STOCK UP IN SMOKE: China Casin was halted by the ShenZhen 

Stock Exchange fo  not disclosing  elated pa ty stock loans indi ectly collate alized with 

Casin's p oposed owne ship in CHX . While Casin's fi st half 2017 ea nings we e down 

nea ly 90%,  epo ted by Reute s,3 Casin's Chai man/founde  Shengju Lu had sec etly 

bo  owed hund eds of millions of dolla s f om the Chinese gove nment-cont olled 

HengFeng Bank, using the loan p oceeds to finance the pu chase of the Chicago Stock 

Exchange, indi ectly putting up CHX as a collate al fo  the undisclosed bank loans.4 

Give Casin stock is wo thless the efo e its collate al value is now ze o, the Chinese 

gove nment bank will eventually own CHX. 

CHX ha hidden the Ca in  tock trading halt from the SEC. Nowhere in 

either CHX or Ca in'  many SEC filing wa any mention of the illegal 

 tock loan  and the regulatory trading halt of China Ca in' decimated, 

worthle    tock. 

Instead of  evealing Casin's deep t oubles to the SEC, CHX spent nea ly 

$5000,000 on DC lobbying,5 hi ing Sidley Austin lobbyist Michael Bo den6 to 

1 
Googl  financ  publicly availabl  data, CASIN stock nos div d to z ro b for  trading halt for fraud. 

https://www.googl .com/financ ?cid=703305 
2 
Comm nt l tt r to th  SEC, Micha l Johnson, Dir ctor, C nt r for East Asian Political Economy. 

https://www.s c.gov/comm nts/sr-chx-2016-20/chx201620-2262918-160962.pdf 
3 
R ut rs: Casin H1 2017 down 90%, accounting impropri ty cit d: 

http://www.r ut rs.com/financ /stocks/000838.SZ/k y-d v lopm nts 
4 
Comm nt l tt r from Micha l Johnson, https://www.s c.gov/comm nts/sr-chx-2016-20/chx201620-2262918-

160962.pdf 
5 
Op nS cr ts.org: https://www.op ns cr ts.org/lobby/firmsum.php?id=D000022249&y ar=2016, CHX paid 

$300k to Sidl y to lobby M mb rs of Congr ss and th  SEC. Op nS cr ts.org: 

1 

http:OpenSecrets.org
https://www.opensecrets.org/lobby/firmsum.php?id=D000022249&year=2016
http:OpenSecrets.org
https://www.sec.gov/comments/sr-chx-2016-20/chx201620-2262918
http://www.reuters.com/finance/stocks/000838.SZ/key-developments
https://www.sec.gov/comments/sr-chx-2016-20/chx201620-2262918-160962.pdf
https://www.google.com/finance?cid=703305


 

 

            

           

              

              

              

               

               

               

               

            

        

        

           

             

            

              

           

           

         

           

             

              

                

              

              

               

    

             

              

               

                                                                                                                                                                                           
      

        

                

    

        

     

          

       

    

           

    

             

delibe ately mislead the SEC commissione s and Cong ess th ough PR tou s on 

Capitol Hill. The flamboyant CHX boa d membe  Anthony Saliba knowingly misled 

the SEC in his own comment lette ,7 calling the publicly t aded Casin Development a 

"la ge company in China that is even affiliated with a publicly listed company," without 

telling the  egulato s the "publicly listed Casin" was implicated in a massive loan f aud, 

suffe ing f om a  egulato y t ading halt and its sha e p ice has gone down to ze o. 

AN INSIDE JOB: Anthony "Tony" Saliba bought CHX stock fo  $1 a sha e at 

the end of 2015 while he was sitting on CHX's boa d app oving the Acquisition.8 Should 

the deal go th ough, Anthony Saliba would  eap a 1400%  etu n, nea ly half a million 

dolla s in p ofit. Not a bad gig fo  an inside job.9 

THE TYPIAL CHINESE REVERSEMERGER SHELL GAMES, 

CHINATOWN "INVESTORS": CHX's pu po ted "Chinese investo s" a e  egiste ed 

to low-value apa tments su  ounding Flushing's Chinatown in Queens New Yo k. The e 

is no p oof these "humble" Chinatown  esidents suddenly have millions of dolla s in 

cash, ea ned f om legitimate sou ces, ve ifiable th ough tax  etu ns. What's mo e likely 

is that these Chinese folks a e Casin' shell nominees eage ly awaiting the SEC app oval 

to ci cumvent Ame ica’s law and o de , unde cutting Ame ica’s p ospe ity, potentially 

taking the SEC  egulato s on a humiliating wild  ide. 

MONEY BUYS INFLUENCE, THEMAGIC OF CHX'SWASHINGTON 

LOBBYING: CHX has hi ed a Sidley Austin Washington lobbyist named Michael 

Borden as its mouthpiece on Capitol Hill. Acco ding to public disclosu e fo ms, since 

the Acquisition was announced in Feb 2016, Sidley Austin has been paid $300,000 in 

2016 10 and $130,000 in 2017, 11 but ze o in 2015 befo e the CHX/Casin t ansaction. 

A fo me  cong essional staffe , M . Bo den has delive ed the magic: On August 9, 

just a day afte  CHX had filed a 600-page amendment which had completely changed 

te ms of the Acquisition, the SEC staff app oved the deal, helping out M . Bo den and 

his client CHX. 

It was biza  e. Unless the SEC's "app oval o de " had al eady been w itten, 

waiting in the shadow fo  the CHX's pe fectly cho eog aphed submission on the eve of 

an August 9 deadline, was it even humanly possible fo  the Division staff to comb 

https://www.op ns cr ts.org/lobby/firmsum.php?id=D000022249&y ar=2017. CHX paid Sidl y Austin $130,00 in 

lobbying f  s in 2017 r lating to th  CHX Acquisition. 
6 
Sidl y Austin lobbyist Micah l Bord n, a Washington insid r, form r staff r on th  Hous  Financial S rvic s 

Committ  : https://www.sidl y.com/ n/p opl /b/bord n-micha l-  ; 
7 
Anthony Saliba comm nt l tt r to th  SEC: https://www.s c.gov/comm nts/sr-chx-2016-20/chx201620-

1612185-136033.pdf, *2, March 3, 2017 
8 
Chicago Stock Exchang  w bsit : I-Board historical trading pric s: http://www.chx.com/chx-holdings/i-board/ 

9 
Comm nt l tt r to th  SEC, https://www.s c.gov/comm nts/sr-chx-2016-20/chx201620-1587761-132084.pdf 

10 
Op nS cr ts.org: https://www.op ns cr ts.org/lobby/firmsum.php?id=D000022249&y ar=2016, CHX paid 

$300k to Sidl y to lobby M mb rs of Congr ss and th  SEC. 
11 
Op nS cr ts.org: https://www.op ns cr ts.org/lobby/firmsum.php?id=D000022249&y ar=2017. CHX paid 

Sidl y Austin $130,00 in lobbying f  s in 2017 r lating to th  CHX Acquisition. 

2 

https://www.opensecrets.org/lobby/firmsum.php?id=D000022249&year=2017
http:OpenSecrets.org
https://www.opensecrets.org/lobby/firmsum.php?id=D000022249&year=2016
http:OpenSecrets.org
https://www.sec.gov/comments/sr-chx-2016-20/chx201620-1587761-132084.pdf
http://www.chx.com/chx-holdings/i-board
https://www.sec.gov/comments/sr-chx-2016-20/chx201620
https://www.sidley.com/en/people/b/borden-michael-e
https://www.opensecrets.org/lobby/firmsum.php?id=D000022249&year=2017


 

 

                

              

             

             

      

             

                

               

          

             

              

             

   

           

              

          

             

                

             

             

               

             

              

               

             

              

             

        

   

 

        

        

       

                                                           
            

 

th ough a 600-page document and w ote a 59-page o de  - all within 24 hou s? If the 

fede al gove nment could be nea ly as "diligent" as the SEC T ading and Ma ket staff, 

taxpaye s would be living in heaven. It su e seems like a  ubbe -stamped "app oval 

o de " without p ope  delibe ations - the type of poo  t anspa ency that the SEC 

Commissione s have p omptly acted against. 

I onically, following the same  oadmap of negligence in the hu  ied app oval of 

the acquisition of CHX involving fake Chinese buye s, on the same day - August 9, the 

SEC T ading & Ma ket Division suffe ed a st ong  ebuke f om the DC Appeals Cou t fo  

having  ubbe -stamped an Options Clea ing Co p  ule change (see Susquehanna 

Inte national G oup et al. v. SEC, case numbe  16-1061).12 W iting fo  a th ee-judge 

panel, Chief Judge Me  ick Ga land minced no wo ds in finding "the SEC's T ading and 

Ma ket Division failed to unde take the analysis  equi ed by the Secu ities Exchange Act 

of 1934." 

DON'T SELL OUT AMERICA: Ame icans a e among the most gene ous 

people in the wo ld. But Ame ica's values a e not gene ally sha ed by the Chinese. 

Conce ns by Ame ican investo s and Cong essional leade s ove  the Chinatown-based, 

opaque Chinese Casin G oup cannot be b ushed aside. When "Cashin" makes its money 

"Cashin  out," M . Clayton and the SEC will be left holding the bag taking the blame 

answe ing to Cong ess. Don't take the fall fo  the fake Chinese investo s. 

Ask these basic questions: who a e the so-called “Chinese investo s” out of 

Chinatown? Has the SEC met with any of them? Do they unde stand English? Do they 

exist? Why wasn't Casin's stock t ading halt disclosed to the SEC? 

The SEC Commissione s have the duty to gauge "good, wise, political" in any 

policy decision. It's time fo  the SEC to p otect the public and  eject this imp ope  

Casin/CHX deal. Selling out CHX to the fake Chinese buye s by peddling political 

lobbying is a guably t eason. This Acquisition is the epitome of cybe  secu ity th eat. 

God bless you and the SEC Commissione s fo  having halted this CHX-Casin 

t ansaction, an obvious  egulato y swamp that stinks. 

Thank you. 

Respectfully submitted, 

Timothy Watson 

12 
S   Law360, DC Circuit Wants Mor  SEC Scrutiny of Cl aringhous  Plan. 

https://www.law360.com/articl s/952248/dc-circ-wants-mor -s c-scrutiny-of-cl aringhous -plan 

3 

https://www.law360.com/articles/952248/dc-circ-wants-more-sec-scrutiny-of-clearinghouse-plan
http:16-1061).12

