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ORDER INSTITUTING CEASE-AND-DESIST

In the Matter of ’ PROCEEDINGS, PURSUANT TO SECTION
21C OF THE SECURITIES EXCHANGE ACT
MARC J. MIZE, OF 1934, MAKING FINDINGS, AND

IMPOSING A CEASE-AND-DESIST ORDER
Respondent.

L

The Securities and Exchange Commission (“Commission”) deems it 'appropriate that cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 21C of the Securities
Exchange Act of 1934 (“Exchange Act) against Marc J. Mize (“Mize” or “Respondent”).

I1.

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings, which are admitted, and except as provided herein in Section V, Respondent consents
to the entry of this Order Instituting Cease-And-Desist Proceedings, Pursuant to Section 21C Of
The Securities Exchange Act of 1934, Making Findings, And Imposing A Cease-And-Desist Order -
(“Order™), as set forth below.
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1.
On the basis of this Order and Respondent’s Offer, the Commission finds' that

Summary

1. This case involves a fraudulent scheme by the owner (the “CEO”) of four private
telecommunications companies (collectively, “TelWorx™) to inflate the value of assets that the
companies sold to PCTEL, Inc. (“PCTEL”), a public company, and its wholly owned subsidiary
PCTelWorx, Inc. (“PCTelWorx™). The scheme had two main components: first, to inflate the value
of inventory and to prematurely recognize revenue prior to the sale in order to fraudulently inflate
the sale price; and second, to conceal these facts from PCTEL by prematurely recognizing revenue
after the asset purchase. Mize, an employee of TelWorx who joined PCTelWorx after the
acquisition, participated in one of the fraudulent transactions — premature revenue recognition to
meet a target revenue forecast ~ that was part of the scheme.

Respondent

2. Marc J. Mize, age 43, is a resident of High Point, North Carolina. From July 2012,
until January 2013, he was the Senior Vice President of Sales and Tech Services of PCTelWorx.

Other Relevant Entities And Individuals

3. PCTEL, Inc. is a Delaware corporation with its principal place of business in
Bloomingdale, Illinois. The company provides products and services for wireless communication
networks. Its stock is traded on the NASDAQ (ticker symbol PCTI).

4. PCTelWorx, Inc. was a wholly owned subsidiary of PCTEL. PCTEL merged
PCTelWorx into PCTEL on June 30, 2014.

5. The CEO was the owner and CEO of one of the TelWorx companies. After July
2012, the CEO was the general manager of PCTelWorx, whose responsibilities included its day-to-
day operations and providing its quarterly revenue forecasts to PCTEL.

Background

6. In July of 2012, PCTEL and PCTelWorx acquired the assets of TelWorx. After the
acquisition, the CEO ran PCTelWorx. Thereafter, PCTelWorx operated similarly to TelWorx.

' The findings herein are made pursuant to Respondent's Offer of Settlement and are not binding
on any other person or entity in this or any other proceeding.



7. Prior to the acquisition, Mize was a TelWorx employee. After the acquisition, he
became an employee of PCTelWorx.

8. In the tthd and fourth quarter of 2012, PCTEL’s publicly filed, consolidated
financial statements included PCTelWorx’s financial results.

Revenue Forecasts

9. Prior to the acquisition, the CEO provided PCTEL and PCTelWorx with TelWorx’s
revenue forecasts for the second quarter of 2012. Shortly before the acquisition, PCTEL learned
that TelWorx did not meet the second quarter 2012 revenue forecast. This revenue shortfall was
due, in part, to a large order that a customer (“Customer A”) had postponed until the third quarter of
2012.

10.  After the acquisition, PCTEL received PCTelWorx’s revenue forecasts from the
CEO on a quarterly basis. PCTelWorx employees, including Mize, knew that it was important to
PCTEL’s business that PCTelWorx meet or exceed the quarterly revenue forecasts it provided to
PCTEL.

PCTelWorx Creates A False Order In The Third Quarter To Conceal Revenue Shortfall

11.  Towards the end of the third quarter of 2012, PCTelWorx still had not received the
large order from Customer A that the CEO forecasted for the third quarter, and the CEO realized
that PCTel Worx would not meet its quarterly revenue forecast.

12.  The CEO decided to improperly use an intermediate purchaser for Customer A’s
anticipated order to conceal the revenue forecast shortfall. The CEO proposed that the intermediate
purchaser eventually would resell the products to Customer A at a profit. The CEO planned to offer
the intermediate purchaser extended payment terms so that it could collect the full purchase price
from Customer A before having to pay PCTelWorx’s invoice. The CEQ identified a vendor that
provided services to — but that had not previously purchased a large order from — PCTelWorx (the
“Vendor”) as a potential intermediate purchaser.

13. Mize knew that the purpose of this false transaction was to artificially meet
PCTelWorx’s forecasted third quarter revenue. At the CEQ’s direction, Mize spoke to the Vendor
about the CEO’s proposal and obtained a purchase order with the same terms as the order that
PCTelWorx expected eventually to receive from Customer A.

14.  Using the purchase order obtained by Mize, the CEO instructed a PCTelWorx
employee (“the Employee”) to record the Vendor’s order in PCTelWorx’s books and records and to
“indicate that the order had been shipped to the Vendor and that the Vendor had been invoiced.
These actions resulted in improper, premature revenue recognition in PCTelWorx’s books and
records during the third quarter.



15.  However, PCTelWorx never shipped the products listed on the false order to the
Vendor, nor did it send the invoice for the false order to the Vendor. PCTelWorx’s books and
records indicated that the Vendor’s payment for the products was due and unpaid.

PCTelWorx Conceals Premature Revenue Recognition By Removing
A Legitimate Customer Order From Its Books And Records In the Fourth Quarter

16.  Midway through the fourth quarter, Customer A still had not placed the order with
PCTelWorx expected by the CEO. In addition, the payment for the false order by the Vendor was
overdue. The CEO became concerned that PCTEL would attempt to collect on the overdue invoice
to the Vendor, detect the false order in its books and records and determine that PCTelWorx had
recognized revenue prematurely in the third quarter.

17.  The CEO decided to conceal from PCTEL the false third quarter order from Vendor
B by reversing it from PCTelWorx’s books and records and recording a new false transaction that
matched an actual purchase order from another PCTelWorx customer (“Customer B”). According
to the CEO’s plan, Customer B’s order would be cancelled on PCTelWorx’s books, but Customer B
would pay for the order placed by Vendor B.

18. . At the CEQ’s instruction, Mize contacted the Vendor and obtained a revised, false
purchase order that was identical to the order that PCTelWorx had received from Customer B.
Mize knew that the purpose of this transaction was to conceal from PCTEL the false third quarter
transaction with the Vendor by removing the false transaction from the third quarter from
PCTelWorx’s books and records and replacing it with a false transaction that would be paid for by
Customer B in the fourth quarter.

19.  The CEO and Mize, at the CEO’s direction, then instructed the Employee to cancel
Customer B’s order and to reverse Vendor A’s false order from the third quarter in PCTelWorx’s
books and records. The CEO and Mize, at the CEQO’s direction, also instructed the Employee to
enter the Vendor’s revised, false purchase order into PCTelWorx’s books and records. Ultimately,
the items supposedly ordered by the Vendor pursuant to the revised, false purchase order were
shipped to — and paid for ~ by Customer B.

20. PCTEL discovered the false entries in PCTelWorx’s books and records. PCTEL
issued a Form 8-K/A on March 13, 2013, disclosing these irregularities but did not restate any
financial information it previously reported.

Violations

21. As aresult of the conduct described above, Mize violated Section 13(b)(5) of the
Securities Act which prohibits the knowing falsification of any book, record or account or
circumvention of internal controls.

22. As a result of the conduct described above, Mize caused PCTEL’s violation of
Section 13(b)(2)(A) of the Exchange Act, which requires Section 12 registrants to make and keep
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' . books, records, and accounts that accurately and fairly reflect the transactions and dispositions of
their assets.

23. As a result of the conduct described above, Mize violated Rule 13b2-1 of the
Exchange Act, which prohibits the direct or indirect falsification of any book, record or account
subject to Section 13(b)(2)(A) of the Exchange Act.

Iv.

In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED that:

A. Pursuant to Section 21C of the Exchange Act, Mize cease and desist from
committing or causing any violations and any future violations of Sections 13(b)(2)(A) and 13(b)(5)
of the Exchange Act and Rule 13b2-1 promulgated thereunder.

B. Mize shall pay civil penalties of $25,000 to the Securities and Exchange
Commission for transfer to the general fund of the United States Treasury in accordance with
Exchange Act Section 21F(g)(3). Payment shall be made in $5,000 installments within 10, 90, 180,
270, and 360 days of the entry of this order. If any payment is not made by the date the payment is
required by this Order, the entire outstanding balance of civil penalties, plus any additional interest
. accrued pursuant to 31 U.S.C. 3717, shall be due and payable immediately, without further
application. Payment must be made in one of the following ways:

(N Respondent may transmit payment electronically to the Commission, which
will provide detailed ACH transfer/Fedwire instructions upon request;

2) Respondent may make direct payment from a bank account via Pay.gov
through the SEC website at http://www.sec.gov/about/offices/ofm.htm; or

3) Respondent may pay by certified check, bank cashier’s check, or United
States postal money order, made payable to the Securities and Exchange
Commission and hand-delivered or mailed to:

Enterprise Services Center
Accounts Receivable Branch

HQ Bldg., Room 181, AMZ-341
6500 South MacArthur Boulevard
Oklahoma City, OK 73169

Payments by check or money order must be accompanied by a cover letter identifying
Marc J. Mize as a Respondent in these proceedings, and the file number of these proceedings; a
I copy of the cover letter and check or money order must be sent to: Paul Montoya, Assistant

5



http://www.sec.gov/about/offices/ofm.htm

. Regional Director, Chicago Regional Office, Securities and Exchange Commission, 175 W.
Jackson Blvd., Suite 900, Chicago, Illinois 60604.

V.

It is further Ordered that, solely for purposes of exceptions to discharge set forth in Section
523 of the Bankruptcy Code, 11 U.S.C. §523, the findings in this Order are true and admitted by
Respondent, and further, any debt for disgorgement, prejudgment interest, civil penalty or other
amounts due by Respondent under this Order or any other judgment, order, consent order, decree
or settlement agreement entered in connection with this proceeding, is a debt for the violation by
Respondent of the federal securities laws or any regulation or order issued under such laws, as set
forth in Section 523(a)(19) of the Bankruptcy Code, 11 U.S.C. §523(a)(19).

By the Commission.

Brent J. Fields
Secretary

. ByawM Peterson

Assistant Secretary



UNITED STATES OF AMERICA
‘ Before the ’
SECURITIES AND EXCHANGE COMMISSION :

SECURITIES EXCHANGE ACT OF 1934
Release No. 74626 / April 1, 2015

ACCOUNTING AND AUDITING ENFORCEMENT
Release No. 3649 / April 1, 2015

' ADMINISTRATIVE PROCEEDING
File No. 3-16471 '

: " ORDER INSTITUTING CEASE-AND-DESIST
In the Matter of - : PROCEEDINGS PURSUANT TO SECTION
. : 21C OF THE SECURITIES EXCHANGE ACT
TIMOTHY EDWIN ' OF 1934, MAKING FINDINGS, AND
SCRONCE IMPOSING A CEASE-AND-DESIST ORDER
‘Respondent.
I

The Securities and Exchange Commission (“Commission”) deems it appropriate that cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 21C of the Securities
Exchange Act of 1934 (“Exchange Act”) against Timothy Edwin Scronce (“Scronce” or
“Respondent™). ‘ ' '

N

-In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”’) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings, which are admitted, and except as provided herein in Section V, Respondent consents
to the entry of this Order Instituting Cease-And-Desist Proceedings, Pursuant to Section 21C Of
The Securities Exchange Act of 1934, Making Findings, And Imposing A Cease-And-Desist Order
(“Order”), as set forth below.
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1.

On the basis of this Order and Respondent’s Offer, the Commission finds' that

Summary

1. This case involves a fraudulent scheme directed by Respondent, the owner of four
private telecommunications companies (collectively, “TelWorx”) to inflate the value of assets that
the companies sold to PCTEL, Inc. (“PCTEL”), a public company, and its wholly owned subsidiary
PCTelWorx, Inc. (“PCTelWorx”). The scheme had two main components: first, to inflate the value
of inventory and to prematurely recognize revenue prior to the sale in order to fraudulently inflate
the sale price; and second, to conceal these facts from PCTEL by prematurely recognizing revenue
after the asset purchase. As a result of this scheme, TelWorx provided PCTEL materially false
financial statements which were incorporated in a Commission filing.

Respondent

2. Timothy Edwin Scronce, age 49, is a resident of Winston-Salem, North Carolina.
He was the majority owner and CEO of TelWorx Communications, LLC and controlled the day-to-
day operations of TowerWorx, which were two of the TelWorx entities. After the sale of assets to
PCTEL, Sconce became a Vice President of PCTEL and the general manager of PCTelWorx until
he resigned on December 19, 2012. Previously, Respondent was the President and Chief
Operating Officer of a publicly traded company.

Other Relevant Entities

3. PCTEL, Inc. is a Delaware corporation with its principal place of business in
Bloomingdale, Illinois. The company provides products and services for wireless communication
networks. Its stock is traded on the NASDAQ (ticker symbol PCTI).

4. PCTelWorx, Inc. was a wholly owned subsidiary of PCTEL. PCTEL merged
PCTelWorx into PCTEL on June 30, 2014.

Backeround

5. In the first and second quarters of 2012, PCTEL and PCTelWorx negotiated with
Respondent to acquire the assets of TelWorx. PCTEL and PCTelWorx relied, in part, on
TelWorx’s earnings before interest, taxes, depreciation, and amortization (“EBITDA”) to determine
the price it would pay to acquire the assets.

: The findings herein are made pursuant to Respondent's Offer of Settlement and are not

binding on any other person or entity in this or any other proceeding.
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6. Consequently, Respondent understood that artificially increasing TelWorx’s
earnings would benefit him by increasing TelWorx’s purchase price.

7. In July of 2012, PCTEL and PCTelWorx acquired TelWorx’s assets for a total of
$18 million, consisting of cash and an earn-out payment, based on PCTEL’s 2013 financial
performance and payable in PCTEL’s common stock.

8. After the acquisition, Respondent operated and managed PCTelWorx similarly to
the way he had operated and managed TelWorx.

9. In the third and fourth quarter of 2012, PCTEL’s publicly-filed, consolidated
financial statements included PCTelWorx’s financial results, and Respondent was aware of this fact.

Revenue Forecasts

10.  Prior to the acquisition, Respondent provided PCTEL and PCTelWorx with
TelWorx’s revenue forecasts for the second quarter of 2012.

11.  After the acquisition, PCTEL received PCTelWorx’s revenue forecasts from
Respondent on a quarterly basis. Respondent knew that it was important to PCTEL’s business that
PCTelWorx meet or exceed the quarterly revenue forecasts he provided to PCTEL.

Before The Acquisition, False Entries In
TelWorx’s General Ledger Inflated Revenue and EBITDA

12.  In April of 2012, Respondent directed TelWorx’s controller (the “Controller”) to
make a false entry in TelWorx’s general ledger which improperly inflated the value of certain
obsolete telecommunications equipment (“the Modules”) in TelWorx’s inventory and improperly
inflated TelWorx’s EBITDA.

13. Subsequently, Respondent instructed the Controller to send TelWorx’s accounting
firm (the “Accountants™) an email that falsely stated that the Modules were undervalued on
TelWorx’s general ledger and that the Controller had corrected this error.

14.  In May of 2012, Respondent also directed the Controller to invoice certain customer
orders before those orders had shipped, but to backdate the orders to the first quarter of 2012. The
Controller generated invoices for these orders, which caused TelWorx to recognize revenue
prematurely in its books and records in the first quarter of 2012.

15.  Respondent then directed the Controller to provide TelWorx’s income statements to
the Accountants, which he did.
16. Respondent later directed the Controller to reverse these orders, thus reversing the

revenue generated from these orders from TelWorx’s books and records.

17.  Near the end of the second quarter, PCTEL requested estimated second quarter
revenue from TelWorx. Respondent instructed the Controller to send PCTEL an email providing
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TelWorx’s actual revenue for the first two months of the second quarter and estimated revenue for
the final month of the second quarter.

18.  Respondent then directed the Controller to re-invoice several of the orders '
Respondent had previously instructed the Controller to invoice and reverse, causing TelWorx to
recognize revenue for these orders prematurely a second time.

19.  These false accounting entries caused material overstatements of TelWorx’s
EBITDA and its first and second quarter 2012 revenue.

20.  Respondent caused TelWorx to provide PCTEL with financial information that
included these overstatements. These false accounting entries increased the purchase price which
PCTEL paid for TelWorx.

21.  Despite these false entries, TelWorx still did not meet the second quarter revenue
forecast that Respondent had provided to PCTEL.

22. Shortly before the acquisition, PCTEL learned that Tel Worx did not meet the second
quarter 2012 revenue forecast. This revenue shortfall was due, in part, to a large order that a
customer (“Customer A”) had postponed until the third quarter of 2012.

PCTelWorx Recorded Revenue From Two False Transactions To Conceal
The Pre-Acquisition Inventory Write-Up and Third Quarter Revenue Shortfall

23.  After the acquisition, in the middle of the third quarter of 2012, PCTEL began
performing inventory valuation testing at PCTelWorx, which would have included testing the
Modules whose value Respondent directed the Controller to inflate prior to the acquisition.

24.  In order to conceal this fact from PCTEL, Respondent told the Controller that he
planned to purchase the Modules himself.

25. Even though Respondent was the purchaser, he subsequently instructed the
Controller to make an entry in PCTelWorx’s books and records showing an order for the Modules
naming a PCTelWorx’s vendor, a telecommunications company located in Taiwan (“Vendor A”),
as the purchaser.

26. Respondent also instructed the Controller to create an invoice for this false order.
The Controller carried out Respondent’s instructions, which caused PCTelWorx to record a false
order in its books and records and to recognize revenue on the false order prematurely.

27. Respondent paid PCTelWorx’s invoice to Vendor A but concealed from PCTEL the
fact that he had purchased the Modules himself. PCTelWorx never shipped the Modules to Vendor
A. '

28. Towards the end of the third quarter of 2012, Respondent realized that even with the
revenue from Vendor A’s false order, PCTelWorx still would not meet the quarterly revenue
forecast he had provided to PCTEL.



29.  Respondent also knew that PCTelWorx still had not received the large order from
Customer A that he had forecast for the third quarter. So Respondent decided to improperly use an
intermediate purchaser for Customer A’s anticipated order to conceal the revenue forecast shortfall.

30.  Respondent proposed that the intermediate purchaser eventually would resell the
products to Customer A at a profit. Respondent planned to offer the intermediate purchaser
extended payment terms so that it could collect the full purchase price from Customer A before
having to pay PCTelWorx’s invoice.

31.  Respondent identified a vendor that provided services to — but that had not
previously purchased a large order from — PCTelWorx (“Vendor B”) as a potential intermediate
purchaser.

32.  Respondent instructed PCTelWorx’s Vice President of Sales and Tech Services (the
“Vice President”) to ask Vendor B if it would act as the intermediate purchaser for this order.

33.  The Vice President followed Respondent’s direction and obtained a purchase order
from Vendor B with the same terms as the order that PCTelWorx expected eventually to receive
from Customer A.

, 34.  Using the purchase order obtained by the Vice President, Respondent instructed a
PCTelWorx employee (“Employee A”) to record Vendor B’s order in PCTelWorx’s books and
records and to indicate that the order had been shipped to Vendor B and that Vendor B had been
invoiced. These actions resulted in improper, premature revenue recognition in PCTelWorx’s
books and records during the third quarter.

35. PCTelWorx never shipped the products listed on the false order to Vendor B, nor did
it send Vendor B the invoice for the false order.

PCTelWorx Created False Documents In The
Fourth Quarter To Conceal The Fake Orders From PCTEL

36.  Inthe middle of the fourth quarter of 2012, PCTEL asked PCTelWorx to provide it
with all of the records concerning Vendor A’s order. Because it was a false order, most of the
requested records, such as the purchase order and shipping records, did not exist.

_ 37.  In order to conceal the fact that Vendor A’s order was false, Respondent instructed
the Controller to request certain records for Vendor A’s order by email from a PCTel Worx
employee (“Employee B”). The Controller sent the email as Respondent instructed. However,
Respondent knew that the records described in that email did not exist.

38.  Respondent then created several false records concerning Vendor A’s order that
PCTEL had requested. He provided these records to Employee B, and instructed Employee B to
email the records and other false information concerning Vendor A’s order to the Controller, who
then provided the false information and documents to PCTEL.



39.  Midway through the fourth quarter, Customer A still had not placed the order with
PCTelWorx as expected by Respondent. In addition, PCTelWorx’s books and records indicated
that Vendor B’s payment for the order was due and unpaid. Respondent became concemed that
PCTEL would attempt to collect on the overdue invoice to Vendor B, detect the false order in its
books and records and determine that PCTelWorx had recognized revenue prematurely in the third
quarter.

40.  Respondent decided to conceal from PCTEL the false third quarter order from
Vendor B by reversing it from PCTelWorx’s books and records and recording a new false
transaction that matched an actual purchase order from another PCTelWorx customer (“Customer
B”). According to Respondent’s plan, Customer B’s order would be cancelled on PCTelWorx’s
books, but Customer B would pay for the order placed by Vendor B.

41.  Respondent instructed the Vice President to obtain a revised, false purchase order
from Vendor B that was identical to the order that PCTelWorx had received from Customer B.

42. Respondent and the Vice President, at Respondent’s direction, then instructed
Employee A to cancel Customer B’s order and to reverse Vendor B’s false order from the third
quarter in PCTelWorx’s books and records. Respondent and the Vice President, at Respondent’s
direction, also instructed Employee A to enter Vendor B’s revised, false purchase order into
PCTelWorx’s books and records.

43.  Ultimately, the items supposedly ordered by Vendor B pursuant to the revised, false
purchase order were shipped to — and paid for — by Customer B.

After The Acquisition, PCTEL Filed A Form 8-K/A That
Included TelWorx’s Materially Overstated Second Quarter Revenue

44.  PCTEL informed Respondent that it was required to file with the Commission pro-

. forma financial statements that included financial information for both PCTEL and TelWorx as if

PCTEL had owned TelWorx for the first two quarters of 2012 and that it had retained the
Accountants to prepare compilations of TelWorx’s financial statements. Respondent agreed to
release TelWorx’s compiled financial statements to PCTEL for filing with the Commission.

45.  On September 24, 2012, PCTEL filed a Form 8-K/A which reported TelWorx’s
audited financial statements for 2010 and 2011, an unaudited compilation of TelWorx’s financial
statements as of June 30, 2012, and PCTEL’s unaudited pro forma consolidated financial
statements that included financial information for both PCTEL and TelWorx as if PCTEL had
acquired TelWorx as of January 1, 2011.

46.  The Form 8-K/A materially overstated revenue on TelWorx’s ﬁnanc1a1 statements
due to the false accounting entries made, at Respondent’s direction.

47. On March 13, 2013, PCTEL issued a Form 8-K/A disclosing these irregularities.



‘ .

PCTEL Confronts Scronce With The False Entries
in TelWorx’s And PCTelWorx’s Books and Records

48.  Notwithstanding Respondent’s efforts to conceal from PCTEL the false entries in

~ TelWorx’s books and records and the false entries in PCTelWorx’s books and records, PCTEL

discovered the false entries.

49.  PCTEL confronted Respondent about one of the false purchase orders and, shortly
thereafter, Respondent resigned his position with PCTelWorx.

50.  PCTEL and Respondent subsequently entered into a settlement agreement pursuant
to which Respondent paid PCTEL a total of $4.75 million, $3.2 million of which represented the
return of a portion of the purchase price PCTEL paid for TelWorx’s assets, and gave up the right to
receive any stock earn-out payments.

Violations

51.  Asaresult of the conduct described above, Respondent violated Section 10(b) of the
Exchange Act and Rule 10b-5 thereunder which prohibit fraudulent conduct in connection with the
purchase or sale of securities.

52.  Asaresult of the conduct described above, Respondent acted through or by means
of another person to violate Section 20(b) and 10(b) of the Exchange Act, and Rule 10b-5
thereunder. Section 20(b) of the Exchange Act makes it unlawful for any person, directly or
indirectly, to do an act or thing which it would be unlawful for such person to do under the
Exchange Act or any rule or regulation thereunder through or by means of any other person.

53.  Asaresult of the conduct described above, Respondent violated Section 13(b)(5) of
the Securities Act which prohibits the knowing falsification of any book, record, or account or
circumvention of internal controls.

54.  Asaresult of the conduct described above, Respondent caused PCTEL’s violations
of Section 13(a) of the Exchange Act and Rules 13a-11 and 12b-20 promulgated thereunder, which
collectively require issuers of securities registered pursuant to Section 12 of the Exchange Act to file
with the Commission accurate current reports on Form 8-K that contain material information

- necessary to make the required statements made in the reports not misleading.

55.  Asaresult of the conduct described above, Respondent caused PCTEL’s violation
of Section 13(b)(2)(A) of the Exchange Act, which requires Section 12 registrants to make and keep
books, records, and accounts that accurately and fairly reflect the transactions and dispositions of
their assets.

56. As a result of the conduct described above, Respondent violated Rule 13b2-1 of the
Exchange Act, which prohibits the direct or indirect falsification of any book, record or account
subject to Section 13(b)(2)(A) of the Exchange Act.



IV.

In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED that:

A. Pursuant to Section 21C of the Exchange Act, Respondent Scronce cease and desist
from committing or causing any violations and any future violations of Section 10(b), 20(b), 13(a),
13(b)(2)(A), 13(b)(5) of the Exchange Act and Rules 10b-5, 12b-20, 13a-11, and 13b2-1
promulgated thereunder.

B. Respondent Scronce be, and hereby is, prohibited, for ten years following the date of
the entry of this Order, from acting as an officer or director of any issuer that has a class of
securities registered pursuant to Section 12 of the Exchange Act or that is required to file reports
pursuant to Section 15(d) of the Exchange Act.

C. Respondent shall, within 10 days of the entry of this Order, pay disgorgement of
$376,007, prejudgment interest of $29,212.47, and a civil money penalty in the amount of
$140,000 to the Securities and Exchange Commission for transfer to the general fund of United
States Treasury in accordance with Exchange Act Section 21F(g)(3). If timely payment is not
made, additional interest shall accrue pursuant to SEC Rule of Practice 600 or to 31 U.S.C. 3717.
Payment must be made in one of the following ways:

(1) Respondent may transmit payment electronically to the Commission, which
will provide detailed ACH transfer/Fedwire instructions upon request;

2) Respondent may make direct payment from a bank account via Pay.gov
through the SEC website at http://www.sec.gov/about/offices/ofm.htm; or

3) Respondent may pay by certified check, bank cashier’s check, or United
States postal money order, made payable to the Securities and Exchange
Commission and hand-delivered or mailed to:

Enterprise Services Center
Accounts Receivable Branch

HQ Bldg., Room 181, AMZ-341
6500 South MacArthur Boulevard
Oklahoma City, OK 73169

Payments by check or money order must be accompanied by a cover letter identifying
Timothy Edwin Scronce as a Respondent in these proceedings, and the file number of these
proceedings; a copy of the cover letter and check or money order must be sent to Paul Montoya,
Assistant Regional Director, Chicago Regional Office, Securities and Exchange Commission, 175
W. Jackson Blvd., Suite 900, Chicago, Illinois 60604.
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It is further Ordered that, solely for purposes of exceptions to discharge set forth in Section
523 of the Bankruptcy Code, 11 U.S.C. §523, the findings in this Order are true and admitted by
Respondent, and further, any debt for disgorgement, prejudgment interest, civil penalty or other
amounts due by Respondent under this Order or any other judgment, order, consent order, decree
or settlement agreement entered in connection with this proceeding, is a debt for the violation by
Respondent of the federal securities laws or any regulation or order issued under such laws, as set
forth in Section 523(a)(19) of the Bankruptcy Code, 11 U.S.C. §523(a)(19).

By the Commission.

Brent J. Fields
Secretary

O P
(il M. Peterson
Assistant Secretary

By:




. UNITED STATES OF AMERICA
‘ , Before the
SECURITIES AND EXCHANGE COMMISSION
SECURITIES EXCHANGE ACT OF 1934
Release No. 7462S / April 1, 2015

ACCOUNTING AND AUDITING ENFORCEMENT
Release No. 3648 / April 1, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16470

ORDER INSTITUTING CEASE-AND-DESIST

In the Matter of PROCEEDINGS PURSUANT TO SECTION
21C OF THE SECURITIES EXCHANGE ACT
MICHAEL HEDRICK, OF 1934, MAKING FINDINGS, AND

IMPOSING A CEASE-AND-DESIST ORDER
Respondent. :

® :

- The Securities'and Exchange Commission (“Commission”) deems it appropriate that.cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 21C of the Securities
Exchange Act of 1934 (“Exchange Act”) against Michael Hedrick (“Hedrick” or “Respondent”).

IL

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer””) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings, which are admitted, and except as provided herein in Section V, Respondent consents
to the entry of this Order Instituting Cease-And-Desist Proceedings, Pursuant to Section 21C Of
The Securities Exchange Act of 1934, Making Fmdmgs And Imposing A Cease-And-Desist Order
(“Order™), as set forth below.
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I11.

On the basis of this Order and Respondent’s Offer, the Commission finds' that

Summary

1. This case involves a fraudulent scheme by the owner (“the CEO”) of four private
telecommunications companies (collectively “TelWorx™), to inflate the value of assets that the
companies sold to PCTEL, Inc. (“PCTEL”), a public company, and its wholly owned subsidiary
PCTelWorx, Inc. (“PCTelWorx™). The scheme had two main components: first, to inflate the value
of inventory and to prematurely recognize revenue prior to the sale in order to fraudulently inflate
the sale price; and second, to conceal these facts from PCTEL by prematurely recognizing revenue
after the asset purchase. As a result of this scheme, TelWorx provided PCTEL materially false -
financial statements which were incorporated in‘a Commission filing. Hedrick, at the CEO’s
direction, recklessly inflated the value of obsolete inventory before the acquisition and recorded
revenue prematurely both before and after the acquisition.

Respondent

2. Michael Hedrick, age 30, is a resident of Lexington, North Carolina. From 2010
through July 2012, he was TelWorx’s controller. From July 2012 until January 2013, he was
controller of PCTelWorx. Hedrick does not have an accounting degree and is not a certified public
accountant. Hedrick entered into a cooperation agreement with the Division of Enforcement during
its investigation of this matter.

Other Relevant Entities And Individual

3. PCTEL, Inc. is a Delaware corporation with its principal place of business in
Bloomingdale, Illinois. The company provides products and services for wireless communication
networks. Its stock is traded on the NASDAQ (ticker symbol PCTI).

4. PCTelWorx, Inc. was @ wholly owned subsidiary of PCTEL. PCTEL merged
PCTelWorx into PCTEL on June 30, 2014.

5. The CEO was the owner and CEO of one of the TelWorx companies. After July
2012, the CEO became the general manager of PCTel Worx, whose responsibilities included its day-

-to-day operations and providing its quarterly revenue forecasts to PCTEL.

Background

6. In the first and second quarters of 2012, PCTEL and PCTelWorx negotiated with the
CEO to acquire the assets of TelWorx. PCTEL and PCTelWorx relied, in part, on TelWorx’s

: The findings herein are made pursuant to Respondent's Offer of Settlement and are not

binding on any other person or entity in this or any other proceeding.



earnings before interest, taxes, depreciation, and amortization (“EBITDA”) to determine the price it
would pay to acquire the assets. :

7. The CEO informed Hedrick that he would receive a bonus for assisting with the due
diligence related to the acquisition. Hedrick was responsible for providing financial information to
PCTEL and TelWorx’s accounting firm (“the Accountants™).

8. In July of 2012, PCTEL and PCTelWorx acquired TelWorx’s assets for cash and an
earmn-out payment based on PCTEL’s 2013 financial performance and payable in PCTEL’s common
stock. Hedrick received a $25,000 bonus after PCTEL completed the acquisition.

9. Thereafter, PCTelWorx began operating similarly to TelWorx using the assets
PCTEL acquired. The CEO operated and managed PCTelWorx and Hedrick served as its
controller.

10.  Inthe third and fourth quarter of 2012, PCTEL’s publicly-filed, consolidated
financial statements included PCTelWorx’s financial results.

Before The Acquisition, False Entries In
TelWorx’s General Ledger Inflated Revenue and EBITDA

11. In April 0f 2012, the CEO directed Hedrick to make a false entry in TelWorx’s
general ledger which improperly inflated the value of certain obsolete telecommunications
equipment (“the Modules”) in TelWorx’s inventory and improperly inflated TelWorx’s EBITDA.
Hedrick made the entry as directed.

12. Subsequently, the CEO instructed Hedrick to send the Accountants an email that
falsely stated that the Modules were undervalued on TelWorx’s general ledger and that Hedrick had
corrected this error. By sending the email at the CEO’s direction, Hedrick acted recklessly because
the Modules were not undervalued.

13.  In May of 2012, the CEO also directed Hedrick to invoice certain customer orders
before those orders had shipped, but to backdate the orders to the first quarter of 2012. By
generating the invoices at the CEO’s direction, Hedrick acted recklessly because the orders had not
yet shipped. As aresult, TelWorx recognized revenue prematurely in its books and records in the
first quarter of 2012.

14. The CEO then directed Hedrick to provide TelWorx’s income statements to the
Accountants, and Hedrick did so.

15. The CEO later directed Hedrick to reverse these orders, thus reversing the revenue
generated from these orders from TelWorx’s books and records. Hedrick reversed the orders as
directed.

16.  Near the end of the second quarter, PCTEL asked Hedrick to provide TelWorx’s
estimated second quarter revenue. The CEO instructed Hedrick to send PCTEL an email providing




TelWorx’s actual revenue for the first two months of the second quarter and estimated revenue for
the final month of the second quarter. Hedrick sent the email as directed.

17.  The CEO then instructed Hedrick to re-invoice several of the orders the CEO had
previously instructed Hedrick to invoice and reverse, and Hedrick did so. Hedrick acted recklessly
because those orders had not yet shipped. As a result, TelWorx recognized revenue for these orders
prematurely a second time.

18. These false accounting entries caused material overstatements of TelWorx’s
EBITDA and its first and second quarter 2012 revenue.

19.  TelWorx provided PCTEL with financial information that included these
overstatements.

20.  The false accounting entries increased the purchase price which PCTEL paid for
TelWorx.

PCTelWorx Recorded Revenue From A False Transaction To Conceal
Pre-Acquisition Inventory Write-Up and Third Quarter Revenue Shortfall

21.  After the acquisition, in the middle of the third quarter of 2012, PCTEL began
performing inventory valuation testing at PCTelWorx, which would have included testing the
Modules whose value Hedrick inflated at the CEO’s direction prior to the acquisition.

22. In order to conceal this fact from PCTEL, the CEO told Hedrick that he planned to
purchase the Modules himself. "

23.  Even though the CEO was the purchaser, he subsequently instructed Hedrick to
make an entry in PCTelWorx’s books and records showing an order for the Modules naming a
PCTelWorx’s vendor, a telecommunications company located in Taiwan (the “Vendor™), as the
purchaser. Hedrick entered the order from the Vendor at the CEO’s direction, which caused
PCTelWorx to record a false order in its books and records.

24.° The CEO also instructed Hedrick to generate an invoice for this false order. Hedrick
did so at the CEO’s direction, which caused PCTelWorx to recognize revenue on the order
prematurely.

25. However, neither the invoice, nor the Modules themselves, were ever shipped to the
Vendor.

PCTelWorx Created False Documents In The
Fourth Quarter To Conceal The Fake Order From PCTEL

26.  In the middle of the fourth quarter of 2012, PCTEL asked PCTelWorx to provide it
with all of the records concerning the Vendor’s order. Because it was a false order, most of the
requested records, such as the purchase order and shipping records, did not exist.




27. In order to conceal the fact that the Vendor’s order was false, the CEO instructed
Hedrick to request certain records for the Vendor’s order by email from another PCTelWorx
employee (the “Employee”). Hedrick knew that most of the records the CEO had him request did
not exist, but sent the email as the CEO instructed.

28.  The CEO then created several false records concerning the Vendor’s order that
PCTEL had requested. He provided these records to the Employee, and instructed the Employee to
email the records and other false information conceming the Vendor’s order to Hedrick. Hedrick
provided the false information and false documents to PCTEL.

After The Acquisition, PCTEL Filed A Form 8-K/A That
Included TelWorx’s Materially Overstated Second Quarter Revenue

29.  On September 24,2012, PCTEL filed a Form 8-K/A which reported TelWorx’s
audited financial statements for 2010 and 2011, an unaudited compilation of TelWorx’s financial
statements as of June 30, 2012, and PCTEL’s unaudited pro forma consolidated financial
statements that included financial information for both PCTEL and TelWorx as if PCTEL had
acquired TelWorx as of January 1, 2011.

30. The Form 8-K/A materially overstated revenue on Tel Worx’s financial statements
due to the false entries Hedrick made in TelWorx’s general ledger at the CEO’s direction.

31.  Hedrick signed a representation letter to the Accountants in which he stated he had
no knowledge of any fraud by TelWorx’s management in connection with income statements
TelWorx provided to the Accountants.

32. PCTEL discovered the false entries in TelWorx’s books and records and the false
entries in PCTelWorx’s books and records. Hedrick provided PCTEL with information about what
had occurred. PCTEL issued a Form 8-K/A on March 13, 2013, disclosing these irregularities but
did not restate any financial information it-previously reported.

Violations

33. As a result of the conduct described above, Hedrick caused violations of Section
10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder, which prohibit fraudulent
conduct’ in connection with the purchase or sale of securities.

34. As a result of the conduct described above, Hedrick violated Section 13(b)(5) of the
Securities Act which prohibits the knowing falsification of any book, record, or account or
circumvention of internal controls.

3s. As a result of the conduct described above, Hedrick caused PCTEL’s violations of
Section 13(a) of the Exchange Act and rules 13a-11 and 12b-20 promulgated thereunder, which

2 A knowing or reckless disregard of the truth is sufficient to establish the necessary scienter for

a violation of Section 10(b) of the Exchange Act and Rule 10b-5 thereunder. Aaron v. SEC, 446 .

U.S. 680, 691 (1980).
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collectively require issuers of securities registered pursuant to Section 12 of the Exchange Act to file
with the Commission accurate current reports on Form 8-K that contain material information
necessary to make the required statements made in the reports not misleading.

36. As a result of the conduct described above, Hedrick caused PCTEL’s violation of
Section 13(b)(2)(A) of the Exchange Act, which requires Section 12 registrants to make and keep
books, records, and accounts that accurately and fairly reflect the transactions and dispositions of
their assets.

37. As a result of the conduct described above, Hedrick violated Rule 13b2-1 of the
Exchange Act, which prohibits the direct or indirect falsification of any book, record or account
subject to Section 13(b)(2)(A) of the Exchange Act.

IV.

In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in Hedrick’s Offer

Accordingly, it is hereby ORDERED that:

A. Pursuant to Section 21C of the Exchange Act, Hedrick cease and desist from
committing or causing any violations and any future violations of Sections 10(b), 13(a),
13(b)(2)(A), and 13(b)(5) of the Exchange Act and Rules 10b-5, 12b-20, 13a-11, and 13b2-1
promulgated thereunder.

B. Hedrick shall pay disgorgement of $25,000 and prejudgment interest of $2,072.62
to the Securities and Exchange Commission for transfer to the general fund of the United States
Treasury in accordance with Exchange Act Section 21F(g)(3). Payment shall be made in five
equal installments within 10, 90, 180, 270, and 360 days of the entry of the Order. If any payment
is not made by the date the payment is required by this Order, the entire outstanding balance of
disgorgement and prejudgment interest plus any additional interest accrued pursuant to SEC Rule
of Practice 600 shall be due and payable immediately, without further apphcatlon Payment must
be made in one of the following ways:

(1) Respondent may transmit payment electronically to the Commission, which
will provide detailed ACH transfer/Fedwire instructions upon request;

2) Respondent may make direct payment from a bank account via Pay.gov
. through the SEC website at http:/www.sec.gov/about/offices/ofm.htm; or

€)) Respondent may pay by certified check, bank cashier’s check, or United
States postal money order, made payable to the Securities and Exchange
Commission and hand-delivered or mailed to:


http://www.sec.gov/about/offices/ofm.htm
http:of$2,072.62

Enterprise Services Center
Accounts Receivable Branch

HQ Bldg., Room 181, AMZ-341
6500 South MacArthur Boulevard
Oklahoma City, OK 73169

Payments by check or money order must be accompanied by a cover letter identifying
Michael Hedrick as a Respondent in these proceedings, and the file number of these proceedings; a
copy of the cover letter and check or money order must be sent to Paul Montoya, Assistant
Regional Director, Chicago Regional Office, Securities and Exchange Commission, 175 W.
Jackson Blvd., Suite 900, Chicago, Illinois 60604.

C. Respondent acknowledges that the Commission is not imposing a civil penalty
based upon his cooperation in a Commission investigation and his agreement to cooperate in any
related enforcement action. If at any time following the entry of the Order, the Division of
Enforcement (“Division”) obtains information indicating that Respondent knowingly provided
materially false or misleading information or materials to the Commission or in a related
proceeding, the Division may, at its sole discretion and with prior notice to the Respondent,
petition the Commission to reopen this matter and seek an order directing that the Respondent pay
a civil money penalty. Respondent may contest by way of defense in any resulting administrative
proceeding whether he knowingly provided materially false or misleading information, but may
not: (1) contest the findings in the Order; or (2) assert any defense to liability or remedy,
including, but not limited to, any statute of limitations defense.

V.

IT IS FURTHER ORDERED that, solely for purposes of exceptions to discharge set forth
in Section 523 of the Bankruptcy Code, 11 U.S.C. §523, the findings in this Order are true and
admitted by Respondent, and further, any debt for disgorgement, prejudgment interest, civil
penalty or other amounts due by Respondent under this Order or any other judgment, order,
consent order, decree or settlement agreement entered in connection with this proceeding, is a debt

for the violation by Respondent of the federal securities laws or any regulation or order issued
under such laws, as set forth in Section 523(a)(19) of the Bankruptcy Code, 11 U.S.C. §523(a)(19).

By the Commission.

Brent J. Fields
Secretary

By:WJill M. Peterson -
. Assistant Secretary




UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74621 / April 1, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16468

In the Matter of - ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS AND
URBAN AG CORP., - NOTICE OF HEARING PURSUANT TO
- SECTION 12(j) OF THE SECURITIES
Respondent. EXCHANGE ACT OF 1934
L

' The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate and for the protection of investors that public administrative proceedings be, and
hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act”) against Respondent Urban AG Corporation (“Respondent” or “Urban AG”).

IL
After an investigation, the Division of Enforcement alleges that:

RESPONDENT

1. Urban AG is a Delaware corporation with offices in North Andover, Massachusetts.
Urban AG purported to provide hazardous material abatement and environment remediation
services. Respondent has a class of equity securities registered with the Commission pursuant to
Section 12(g) of the Exchange Act. As of November 21, 2014, Respondent’s common stock
(ticker “AQUM”) was quoted on OTC Link (previously “Pink Sheets”) operated by OTC Markets
Group, Inc., had seven market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11(£)(3).
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DELINQUENT FILINGS

2. Section 13(a) of the Exchange Act and the rules promulgated thereunder require
issuers with classes of securities registered pursuant to Section 12 of the Exchange Act to file with
the Commission current and accurate information in periodic reports. Specifically, Rule 13a-1
requires issuers to file annual reports and Rule 13a-13 requires issuers to file quarterly reports.

3. The Respondent filed its last Form 10-Q for the quarter ended September 30, 2013
on November 19, 2013. Since then, the Respondent has not filed its required periodic reports.

4. The Respondent is delinquent in the following periodic filings:
Form Period Ended Due on or about
10-K December 31, 2013 March 31, 2014
10-Q March 31, 2014 May 15,2014
10-Q June 30, 2014 August 14, 2014
10-Q September 30, 2014 November 14, 2014
5. As a result of the conduct described above, the Respondent has failed to comply

with Section 13(a) of the Exchange Act and Rules 13a-1 and/or 13a-13 thereunder.
II1.

In view of the allegations made by the Division of Enforcement, the Commission deems it
necessary and appropriate for the protection of investors to institute public administrative
proceedings to determine:

A. Whether the ai]egations set forth in Section II hereof are true and, in connection
therewith, to afford Respondent an opportunity to establish any defenses to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondent, and any successor under
Exchange Act Rules 12b-2 or 12g-3, and any new corporate names of the Respondent.

IV.

IT IS ORDERED that a public hearing for the purpose of taking evidence onthe questions
set forth in Section I hereof shall be convened at a time and place to be fixed, and before an
Administrative Law Judge to be designated by further order as provided by Rule 110 of the
Commission’s Rules of Practice [17 C.F.R. § 201.110].

IT IS FURTHER ORDERED that Respondent shall file an Answer to the allegations
contained in this Order within twenty (20) days after service of this Order, as provided by Rule 220
of the Commission’s Rules of Practice [17 C.F.R. § 201.220].

2



If Respondent fails to file the directed Answer, or fails to appear at a hearing after being
duly notified, the Respondent may be deemed in default and the proceedings may be determined
against it upon consideration of this Order, the allegations of which may be deemed to be true as
provided by Rules 155(a), 220(f), 221(f) and 310 of the Commission’s Rules of Practice {17 C.F.R.
§§ 201.155(a), 201.220(f), 201.221(f) and 201.310].

This Order shall be served forthwith upon Respondent personally or by certified mail.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2) of
the Commission’s Rules of Practice {17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission engaged
in the performance of investigative or prosecuting functions in this or any factually related
proceeding will be permitted to participate or advise in the decision of this matter, except as witness

or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule making” within

the meaning of Section 551 of the Administrative Procedure Act, it is not deemed subject to the
provisions of Section 553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields
Secretary

By:/Jill M. Peterson
ssistant Secretary



Before the

e UNITED STATES OF AMERICA
‘ SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74620 / April 1, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16467

In the Matter of » ORDER INSTITUTING
‘ ' ADMINISTRATIVE PROCEEDINGS AND

EARTH DRAGON RESOURCES, . NOTICE OF HEARING PURSUANT TO

INC. SECTION 12(j) OF THE SECURITIES
EXCHANGE ACT OF 1934

Respondent.
I

' The Securities and Exchange Commission (“Commission”) deems it necessary and

appropriate and for the protection of investors that public administrative proceedings be, and
hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act”) against Respondent Earth Dragon Resources, Inc. (“Respondent” or “Earth Dragon™).

IL
After an investigation, the Division of Enforcement alleges that:

RESPONDENT

1. Earth Dragon is a Nevada corporation with offices in San Diego, California. Earth
Dragon purported to be an exploration stage corporation engaged in the search for mineral deposits
or mineral reserves. Respondent has a class of equity securities registered with the Commission
pursuant to Section 12(g) of the Exchange Act. As of November 25, 2014, Respondent’s common
stock (ticker “EARH”) was quoted on OTC Link (previously “Pink Sheets™) operated by OTC
Markets Group, Inc., had nine market makers, and was eligible for the “piggyback” exception of
Exchange Act Rule 15¢2-11(f)(3).
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DELINQUENT FILINGS

2. Section 13(a) of the Exchange Act and the rules promulgated thereunder require
issuers with classes of securities registered pursuant to Section 12 of the Exchange Act to file with
the Commission current and accurate information in periodic reports. Specifically, Rule 13a-1
requires issuers to file annual reports and Rule 13a-13 requires issuers to file quarterly reports.

3. The Respondent filed its last Form 10-Q for the quarter ended August 31, 2011 on
October 3, 2012. Since then, the Respondent has not filed its required periodic reports.

4. The Respondent is delinquent in the following periodic filings::
Form Period Ended Due on or about
10-Q November 30, 2011 January 14, 2012
10-Q February 28, 2012 April 14, 2012
10-K May 31, 2012 August 31, 2012
10-Q August 31, 2012 October 15, 2012
10-Q November 30, 2012 January 14, 2013
10-Q February 28, 2013 April 14,2013
10-K May 31, 2013 August 31,2013
10-Q August 31, 2013 October 15, 2013
10-Q November 30, 2013 January 14, 2014
10-Q February 28, 2014 April 14,2014
10-K May 31, 2014 August 31,2014
10-Q August 31, 2014 October 15, 2014
10-Q November 30, 2014 January 14, 2015
5. As a result of the conduct described above, the Respondent has failed to comply

with Section 13(a) of the Exchange Act and Rules 13a-1 and/or 13a-13 thereunder.
IIL.

In view of the allegations made by the Division of Enforcement, the Commission deems it
necessary and appropriate for the protection of investors to institute public administrative
proceedings to determine:

A. Whether the allegations set forth in Section II hereof are true and, in connection
therewith, to afford Respondent an opportunity to establish any defenses to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondent, and any successor under

Exchange Act Rules 12b-2 or 12g-3, and any new corporate names of the Respondent.



Iv.

IT IS ORDERED that a public hearing for the purpose of taking evidence on the questions
set forth in Section III hereof shall be convened at a time and place to be fixed, and before an
Administrative Law Judge to be designated by further order as provided by Rule 110 of the
Commission’s Rules of Practice [17 C.F.R. § 201.110}].

IT IS FURTHER ORDERED that Respondent shall file an Answer to the allegations
contained in this Order within twenty (20) days after service of this Order, as provided by Rule 220
of the Commission’s Rules of Practice [17 C.F.R. § 201.220].

If Respondent fails to file the directed Answer, or fails to appear at a hearing after being
duly notified, the Respondent may be deemed in default and the proceedings may be determined
against it upon consideration of this Order, the allegations of which may be deemed to be true as
provided by Rules 155(a), 220(f), 221(f) and 310 of the Commission’s Rules of Practice [17 C.F.R.
§§ 201.155(a), 201.220(f), 201.221(f) and 201.310].

This Order shall be served forthwith upon Respondent personally or by certified mail.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2) of
the Commission’s Rules of Practice {17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission engaged
in the performance of investigative or prosecuting functions in this or any factually related
proceeding will be permitted to participate or advise in the decision of this matter, except as witness
or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule making” within
the meaning of Section 551 of the Administrative Procedure Act, it is not deemed subject to the
provisions of Section 553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields
Secretary

By:/Jill M. Peterson
y ssistant Secretary
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UNITED STATES OF AMERICA
Before the é
SECURITIES AND EXCHANGE COMMISSION

'SECURITIES EXCHANGE ACT OF 1934

Release No. 74619 / April 1, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16466

ORDER INSTITUTING CEASE-AND-

In the Matter of DESIST PROCEEDINGS PURSUANT TO
‘ _ SECTION 21C OF THE SECURITIES
KBR, Inc., . _ EXCHANGE ACT OF 1934, MAKING
FINDINGS, AND IMPOSING A CEASE-
Respondent. AND-DESIST ORDER
L

The Securities and Exchange Commission (“Commission’) deems it appropriate that cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 21C of the Securities
Exchange Act of 1934 (“Exchange Act”) against KBR, Inc. (“KBR” or “Respondent”).

1L

In anticipation of the institution of these proceedings, KBR has submitted an Offer of
Settlement (the “Offer””) which the Commission has determined to accept. Solely for the purpose
of these proceedings and any other proceedings brought by or on behalf of the Commission, or to
which the Commission is a party, and without admitting or denying the findings herein, except as
to the Commission’s jurisdiction over it and the subject matter of these proceedings, which are
admitted, Respondent consents to the entry of this Order Instituting Cease-and-Desist Proceedings
Pursuant to Section 21C of the Securities Exchange Act of 1934, Making Findings, and Imposing a
Cease-and-Desist Order (“Order”), as set forth below.

1L

On the basis of this Order and Respondent’s Offer, the Commission finds' that:

Respondent

1. KBR, Inc. is'a Delaware corporation headquartered in Houston, Texas. KBR’s
common stock is registered with the Commission pursuant to Section 12(b) of the Exchange Act
and trades on the New York Stock Exchange. KBR files periodic reports, including reports on
Forms 10-K and 10-Q, with the Commission pursuant to Section 13(a) of the Exchange Act and
related rules thereunder.

: The findings herein are made pursuant to Respondent’s Offer of Settlement and are not binding on any

other person or entity in this or any other proceeding. ]
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Facts

A. Statutory and Regulatory Framework Protecting Whistleblowers

2. The Dodd-Frank Wall Street Reform and Consumer Protection Act, enacted on July
21, 2010, amended the Exchange Act by adding Section 21F, “Whistleblower Incentives and
Protection.” The congressional purpose underlying these provisions was “to encourage
whistleblowers to report possible violations of the securities laws by providing financial incentives,
prohibiting employment-related retaliation, and providing various confidentiality guarantees.” See
“Implementation of the Whistleblower Provisions of Section 21F of the Securities Exchange Act of
1934,” Release No. 34-64545, at p. 198 (Aug. 12, 2011) (the “Adopting Release™).

3. To fulfill this congressional purpose, the Commission adopted Rule 21F-17, which
provides in relevant part:

(a) No person may take any action to impede an individual from communicating
directly with the Commission staff about a possible securities law violation,
including enforcing, or threatening to enforce, a confidentiality agreement . . . with
respect to such communications.

Rule 21F-17 became effective on August 12, 2011.

B. KBR’s Confidentiality Statement

4, As part of its compliance program, KBR regularly receives complaints and
allegations from its employees of potential illegal or unethical conduct by KBR or its employees,
including allegations of potential violations of the federal securities laws. KBR’s practice is to
conduct internal investigations of these allegations. KBR investigators typically interview KBR
employees (including the employees who originally lodged the complaint or allegation) as part of
the internal investigations.

5. Prior to the promulgation of Rule 21F-17 and continuing into the time that Rule
21F-17 has been in effect, KBR has used a form confidentiality statement as part of these internal
investigations. Although use of the form confidentiality statement is not required by KBR policy,
the statement is included as an enclosure to the KBR Code of Business Conduct Investigation
Procedures manual, and KBR investigators have had witnesses sign the statement at the start of an
interview.

6. The form confidentiality statement that KBR has used before and since the SEC
adopted Rule 21F-17 requires witnesses to agree to the following provisions:

I understand that in order to protect the integrity of this review, 1 am prohibited
from discussing any particulars regarding this interview and the subject matter
discussed during the interview, without the prior authorization of the Law
Department. I understand that the unauthorized disclosure of information may be
grounds for disciplinary action up to and including termination of employment.

2



7. Though the Commission is unaware of any instances in which (i) a KBR employee
was in fact prevented from communicating directly with Commission Staff about potential
securities law violations, or (i) KBR took action to enforce the form confidentiality agreement or
otherwise prevent such communications, the language found in the form confidentiality statement
impedes such communications by prohibiting employees from discussing the substance of their
interview without clearance from KBR’s law department under penalty of disciplinary action
including termination of employment. This language undermines the purpose of Section 21F and
Rule 21F-17(a), which is to “encourage|e] individuals to report to the Commission.” Adopting
Release at p. 201.

Remedial Steps Taken By KBR

8. KBR has amended its confidentiality statement to include the following statement:

Nothing in this Confidentiality Statement prohibits me from reporting possible
violations of federal law or regulation to any governmental agency or entity,
Jincluding but not limited to the Department of Justice, the Securities and Exchange
Commission, the Congress, and any agency Inspector General, or making other
disclosures that are protected under the whistleblower provisions of federal law or
regulation. I do not need the prior authorization of the Law Department to make
any such reports or disclosures and I am not required to notify the company that I
have made such reports or disclosures.

Violation

9. Through its conduct described above, KBR violated Rule 21F-17 under the
Exchange Act. :

Undertaking

10. KBR has agreed to make reasonable efforts to contact KBR employees in the
United States who signed the confidentiality statement from August 21, 2011 to the present,
providing them with a copy of this Order and a statement that KBR does not require the employee
to seek permission from the General Counsel of KBR before communicating with any
governmental agency or entity, including but not limited to the Department of Justice, the
Securities and Exchange Commission, the Congress, and any agency Inspector General, regarding
possible violations of federal law or regulation. In determining whether to accept the Offer, the
Commission has considered this undertaking.

11.  KBR has agreed to certify, in writing, compliance with the undertaking set forth
above. The certification shall identify the undertaking, provide written evidence of compliance in
the form of a narrative, and be supported by exhibits sufficient to demonstrate compliance. The
Commission staff may make reasonable requests for further evidence of compliance, and
Respondent agrees to provide such evidence. The certification and supporting material shall be
submitted to David Peavler, Associate Regional Director, with a copy to the Office of Chief
Counsel of the Enforcement Division, no later than sixty (60) days from the date of the completion
of the undertakings.



IV.

. In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in Respondent KBR’s Offer.

Accordingly, it is hereby ORDERED that:

A. Pursuant to Section 21C of the Exchange Act, Respondent KBR cease and desist
from committing or causing any violations and any future violations of Rule 21F-17 of the
Exchange Act;

B. Respondent shall, within thirty (30) days of the entry of this Order, pay a civil
money penalty in the amount of $130,000 to the Securities and Exchange Commission for
transfer to the general fund of the United States Treasury in accordance with Exchange Act
Section 21F(g)(3). If timely payment is not made, additional interest shall accrue pursuant to 31
U.S.C. 3717. Payment must be made in one of the following ways:

€)) Respondent may transmit payment electronically to the Commission, which will
provide detailed ACH transfer/Fedwire instructions upon request;

(2) Respondent may make direct payment from a bank account via Pay.gov through
the SEC website at http://www.sec.gov/about/offices/ofm.htm; or

(3) Respondent may pay by certified check, bank cashier’s check, or United States
: postal money order, made payable to the Securities and Exchange Commission
and hand-delivered or mailed to:

Enterprise Services Center
Accounts Receivable Branch

HQ Bldg., Room 181, AMZ-341
6500 South MacArthur Boulevard
Oklahoma City, OK 73169

Payments by check or money order must be accompanied by a cover letter identifying KBR
as a Respondent in these proceedings, and the file number of these proceedings; a copy of the
cover letter and check or money order must be sent to David L. Peavler, Associate Regional
Director, Fort Worth Regional Office, Division of Enforcement, Securities and Exchange
Commission, 801 Cherry Street, Suite 1900, Fort Worth, Texas, 76102.

By the Commission.

Brent J. Fields
Secretary

PN _ AR
By dill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the _
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74646 / April 3, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16473

ORDER INSTITUTING ADMINISTRATIVE
In the Matter of PROCEEDINGS PURSUANT TO SECTION
15(b) OF THE SECURITIES EXCHANGE
HAIDER ZAFAR, ACT OF 1934 AND NOTICE OF HEARING
Respondent.
I.

The Securities and Exchange Commission (“Commission”) deems it appropriate and in the
public interest that public administrative proceedings be, and hereby are, instituted pursuant to
Section 15(b) of the Securities Exchange Act of 1934 (“Exchange Act”) against Haider Zafar
(“Zafar” or “Respondent”)

11
After an investigation, the Division of Enforcement alleges that:

A.  RESPONDENT

1. From February 2013 to May 2013, Respondent solicited investors to enter
into promissory note agreements, claiming, as a result of his family’s finances and influence, he had
access to an investment opportunity whereby investors could invest a large sum of money and
obtain significant returns, even doubling their investments, in a short period of time. Respondent
acted as a broker but has never been registered with the Commission in any capacity. Respondent
37 years old, is a resident of Miami-Dade County, Florida.

7 7
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B. ENTRY OF THE RESPONDENT’S CRIMINAL CONVICTION

2. On September 22, 2014, a guily plea was entered whereby Respondent pled
guilty to a 5-count indictment alleging wire fraud in violation of Title 18 of the United States Code,
Section 1343 before the United States District Court for the Southern District of Florida, in U.S. v.
Haider Zafar, Case No. 14-CR-20617.

3. The counts of the indictment to which Respondent pled guilty alleged, inter
alia, that Respondent knowingly, and with intent to defraud, devised and intended to devise, a
scheme and artifice to defraud others and to obtain money and property by means of materially
false and fraudulent pretenses, representations and promises, and that he knowingly transmitted
and caused to be transmitted, by means of wire communication in interstate commerce, certain
writings, signs, signals, pictures and sounds.

4. Respondent acted as an unregistered broker. Respondent held himself out
as a broker, solicited investors, and controlled the investment of funds pursuant to the promissory
notes issued to investors. The counts of the indictment to which Respondent pled guilty further
alleged that Respondent, among other things, raised approximately $7.5 million from three
investors, which Respondent then misappropriated. Respondent misrepresented to the investors
that the funds would be invested in an investment opportunity for a short period of time to quickly
obtain a significant return. To further induce investors and foster the appearance of credibility,
Respondent fabricated a story about his connection to an influential Pakistani family. Furthermore,
Respondent received transaction-based compensation in the form of misappropriated funds and
spent investor money on personal expenses, including several luxury vehicles and payment for a
Miami Heat season-ticket package.

5. On January 16, 2015, the Court sentenced Zafar to 46 months in prison and
was ordered to forfeit title and interest in assets and pay restitution in the amount of $3,524,469.00,
which represents the remaining amount of gross proceeds of the fraud.

I1I.
In view of the allegations made by the Division of Enforcement, the Commission deems it
necessary and appropriate in the public interest that public administrative proceedings be instituted

to determine: '

A. Whether the allegations set forth in Section II hereof are true and, in connection
therewith, to afford Respondent an opportunity to establish any defenses to such allegations; and

B. What, if any, remedial action is appropriate in the public interest against Respondent
pursuant to Section 15(b) of the Exchange Act.


http:3,524,469.00

y,

IV.

IT IS ORDERED that a public hearing for the purpose of taking evidence on the questions
set forth in Section III hereof shall be convened at a time and place to be fixed, and before an
Administrative Law Judge to be designated by further order as provided by Rule 110 of the
Commission's Rules of Practice, 17 C.F.R. § 201.110.

IT IS FURTHER ORDERED that Respondent shall file an Answer to the allegations
contained in this Order within twenty (20) days after service of this Order, as provided by Rule 220
of the Commission's Rules of Practice, 17 C.F.R. § 201.220.

If Respondent fails to file the directed answer, or fails to appear at a hearing after being duly
notified, the Respondent may be deemed in default and the proceedings may be determined against
him upon consideration of this Order, the allegations of which may be deemed to be true as
provided by Rules 155(a), 220(f), 221(f) and 310 of the Commission's Rules of Practice, 17 C.F.R.
§§ 201.155(a), 201.220(f), 201.221(f) and 201.310.

This Order shall be served forthwith upon Respondent as provided for in the Commission’s
Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 210 days from the date of service of thls Order, pursuant to Rule 360(a)(2) of
the Comm1ssmn s Rules of Practice.

In the absence of an appropriate waiver, no officer or employee of the Commission engaged
in the performance of investigative or prosecuting functions in this or any factually related
proceeding will be permitted to participate or advise in the decision of this matter, except as witness
or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule making” within
the meaning of Section 551 of the Administrative Procedure Act, it is not deemed subject to the
provisions of Section 553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields
Secretary

By: %@M Peterson

Assistant Secretary
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| UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934

Release No. 74658 / April 7,2015

ADMINISTRATIVE PROCEEDING
File No. 3-16474

In the Matter of ORDER INSTITUTING
ADMINISTRATIVE

China Education International, Inc., PROCEEDINGS AND NOTICE OF
Delta Entertainment Group Inc., and HEARING PURSUANT TO

Gulf United Energy, Inc., SECTION 12(j) OF THE

' : SECURITIES EXCHANGE ACT
Respondents. OF 1934
I

- The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby

- are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange

Act”) against the Respondents named in the caption.
II.
After an investigation, the Division of Enforcement alleges that:
~ A. RESPONDENTS!

1. China Education International, Inc. (“CEII”) (CIK No. 1367898) is a Nevada
corporation located in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). CEII is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended September 30, 2012, which reported a net loss of $16,202,446 for the prior nine
months. As of April 3, 2015, the common stock of CEIIl was quoted on OTC Link operated by
OTC Markets Group Inc. (formerly “Pink Sheets”) (“OTC Link™), had six market makers and
was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

2. Delta Entertainment Group Inc. (“DENG”) (CIK No. 1481199) is a Florida
corporation located in Fort Lauderdale, Florida with a class of securities registered with the

'The short form of each issuer’s name is also its stock symbol..
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Commission pursuant to Exchange Act Section 12(g). DENG is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended September 30, 2012, which reported a net loss of $510,891 for the prior nine
months. As of April 3, 2015, the common stock of DENG was quoted on OTC Link, had five
market makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-

11(H(3).

3. Gulf United Energy, Inc. (“GLFE”) (CIK No. 1312165) is a Nevada corporation
located in Houston, Texas with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). GLFE is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 10-Q for the period ended September
30, 2012, which reported a net loss of $12,867,509 for the prior nine months. As of April 3,
2015, the common stock of GLFE was quoted on OTC Link, had ten market makers, and was
eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(£)(3).

B. DELINQUENT PERIODIC FILINGS

4. As discussed in more detail above, all of the Respondents are delinquent in their
periodic filings with the Commission, have repeatedly failed to meet their obligations to file
timely periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or, through
their failure to maintain a valid address on file with the Commission as required by Commission
rules, did not receive such letters. :

5. Exchange Act Section 13(a) and the rules promulgated thereunder require issuers
of securities registered pursuant to Exchange Act Section 12 to file with the Commission current
and accurate information in periodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports, and Rule 13a-13 requires
issuers to file quarterly reports.

6. As a result of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

III.

In view of the allegations made by the Division of Enforcement, the Commission deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such allegations;
and,

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondents identified in Section II



hereof, and any successor under Exchange Act Rules 12b-2 or 12g-3, and any new corporate

~ names of any Respondents.

Iv.

_ IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section III hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to the
allegations contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after being
duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 or 12g-3,
and any new corporate names of any Respondents, may be deemed in default and the
proceedings may be determined against it upon consideration of this Order, the allegations of
which may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the
Commission’s Rules of Practice {17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial

decision no-later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)

of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not
deemed subject to the provisions of Section 553 delaying the effective date of any final
Commission action.

By the Commission.

Brent J. Fields

Secretary
By:@mpe?e?é‘ﬁ“)

istant Secretary



UNITED STATES OF AMERICA
Before the '
SECURIT_IES AND EXCHANGE COMMISSION

- SECURITIES EXCHANGE ACT OF 1934

Release No. 74661 / April 7, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16476

|
In the Matter of | X ORDER INSTITUTING ;
: ADMINISTRATIVE
AuraSound, Inc., A PROCEEDINGS AND NOTICE OF
C2C CrowdFunding, Inc., HEARING PURSUANT TO
Convenience TV Inc., SECTION 12(j) OF THE
Global Security Agency Inc., and . SECURITIES EXCHANGE ACT
NewMarket Technology, Inc., : OF 1934 ' :
Respondents.
I

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange ‘Act of 1934 (“Exchange
Act”) against the Respondents named in the caption.

IL
After an invéstigation, the Division of Enforcement alleges that:
A. RESPONDENTS!

1. AuraSound, Inc. (“ARUZQ”) (CIK No. 810208) is a dissolved Nevada
corporation located in Santa Ana, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). ARUZQ is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-Q for

_ the period ended December 31,2011. On December 21, 2012, ARUZQ filed a Chapter 11

petition in the U.S. Bankruptcy Court for the Central District of California, which was closed on
November 25, 2014. As of April 3, 2015, the common stock of ARUZQ was quoted on OTC
Link operated by OTC Markets Group Inc. (formerly “Pink Sheets”) (“OTC Link”), had six

'The short form of each issuer’s name is also its stock symbol.
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market makers and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-
11(H(3).

2. C2C CrowdFunding, Inc. (“CRWD”) (CIK No. 1417900) is a void Delaware
corporation located in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). CRWD: is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-K for
the period ended September 30, 2012, which reported a net loss of $53,937 for the prior year. As
of April 3, 2015, the common stock of CRWD was quoted on OTC Link, had four market
makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

3. Convenience TV Inc. (“CRPZ”) (CIK No. 1454719) is a revoked Nevada
corporation located in Venice, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). CRPZ is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended September 30, 2012, which reported a net loss of $151,168 for the prior six months.
As of April 3, 2015, the common stock of CRPZ was quoted on OTC Link, had eight market
makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

4, Global Security Agency Inc. (“GSAG”) (CIK No. 1399761) is a revoked Nevada
corporation located in Conroe, Texas with a class of securities registered with the Commission
pursuant to-Exchange Act Section 12(g). GSAG is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-Q for the period
ended September 30, 2012, which reported a net loss of $652,040 for the prior nine months. As
of April 3, 2015, the common stock of GSAG was quoted on OTC Link, had eight market
makers, and was eligible for the “piggyback™ exception of Exchange Act Rule 15¢2-11(f)(3).

5. NewMarket Technology, Inc. (“NWMT?”) (CIK No. 1092083) is a revoked
Nevada corporation located in Dallas, Texas with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). NWMT is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended June 30, 2011, which reported a a comprehensive loss of $1,222,783 for the
prior six months. As of April 3, 2015, the common stock of NWMT was quoted on OTC Link,
had eight market makers, and was eligible for the “piggyback” exception of Exchange Act Rule
15¢2-11(H)(3). _

B. DELINQUENT PERIODIC FILINGS

6. As discussed in more detail above, all of the Respondents are delinquent in their
periodic filings with the Commission, have repeatedly failed to meet their obligations to file
timely periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or, through
their failure to maintain a valid address on file with the Commission as required by Commission
rules, did not receive such letters. '

7. Exchange Act Section 13(a) and the rules promulgated thereunder require issuers -
of securities registered pursuant to Exchange Act Section 12 to file with the Commission current




and accurate information in periodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports, and Rule 13a-13 requires
issuers to file quarterly reports.

8. As a result of the foregoing, Respondents failed to comply with Exchange Act
Section-13(a) and Rules 13a-1 and 13a-13 thereunder. )

.

In view of the allegations made by the Division of Enforcement, the Commission deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such allegations;
and,

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondents identified in Section II
hereof, and any successor under Exchange Act Rules 12b-2 or 12g-3, and any new corporate
names of any Respondents.

Iv.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section I1I hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to the
allegations contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)]. '

If Respondents fail to file the directed Answers, or fail to appear at a hearing after being
duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 or 12g-3,
and any new corporate names of any Respondents, may be deemed in default and the
proceedings may be determined against it upon consideration of this Order, the allegations of
which may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the
Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial

decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

3



In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not

deemed subject to the provisions of Section 553 delaying the effective date of any final
Commission action.

By the Commission.

Brent J. Fields
Secretary

i W hiind
By:JlIl M. Peterson
ssistant Secretary



UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74659 / April 7, 2015

ADMINISTRATIVE PROCEEDING

File No. 3-16475

" In the Matter of , ORDER INSTITUTING
| ADMINISTRATIVE PROCEEDINGS

Chatter Box Call Center Ltd., AND NOTICE OF HEARING

Euro Group of Companies, Inc., and ~ | PURSUANT TO SECTION 12(j) OF
Golden Century Resources Limited, | THE SECURITIES EXCHANGE

| ' - ACT OF 1934
Respondents.
L

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that public administrative proceedings be, and hereby
are, instituted pursuant to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange
Act”) against the Respondents named in the caption.

II.
After an investigation, the Division of Enforcement alleges that:
A. RESPONDENTS!

1. Chatter Box Call Center Ltd. (“CXLLE”) (CIK No. 1368294) is a void Delaware
corporation located in Shantin, New Territories, Hong Kong with a class of securities registered
with the Commission pursuant to Exchange Act Section 12(g). CXLLE is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a Form
10-Q for the period ended December 31, 2011, which reported a net loss of $48,995 for the prior
nine months. As of April 3, 2015, the common stock of CXLLE was quoted on OTC Link
operated by OTC Markets Group Inc. (formerly “Pink Sheets™) (“OTC Link™), had three market
makers and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

2. Euro Group of Companies, Inc. (“EGCO”) (CIK No. 1005663) is a void Delaware
corporation located in New Haven, Connecticut with a class of securities registered with the

'The short form of each issuer’s name is also its stock symbol.
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Commission pursuant to Exchange Act Section 12(g). EGCO is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q for the
period ended June 30, 2011, which reported a net loss of $82,415 for the prior six months. As of
April 3, 2015, the common stock of EGCO was quoted on OTC Link, had four market makers,
and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-11(f)(3).

3. Golden Century Resources Limited (“GDLM”) (CIK No. 1378625) is a void
Delaware corporation located in Wilmington, Delaware with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). GDLM is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form 10-Q for
the period ended March 31, 2012, which reported a net loss of $346,456 for the prior nine
months. As of April 3, 2015, the common stock of GDLM was quoted on OTC Link, had four

‘market makers, and was eligible for the “piggyback” exception of Exchange Act Rule 15¢2-

11(£)3).
- B.  DELINQUENT PERIODIC FILINGS

4. As discussed in more detail above, all of the Respondents are delinquent in their
periodic filings with the Commission, have repeatedly failed to meet their obligations to file
timely periodic reports, and failed to heed delinquency letters sent to them by the Division of
Corporation Finance requesting compliance with their periodic filing obligations or, through
their failure to maintain a valid address on file with the Commission as required by Commission
rules, did not receive such letters.

S. Exchange Act Section 13(a) and the rules promulgated thereunder require issuers
of securities registered pursuant to Exchange Act Section 12 to file with the Commission current
and accurate information in periodic reports, even if the registration is voluntary under Section
12(g). Specifically, Rule 13a-1 requires issuers to file annual reports, and Rule 13a-13 requires
issuers to file quarterly reports.

6. As a result of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and 13a-13 thereunder.

II1.

In view of the allegations made by the Division of Enforcement, the Commission deems
it necessary and appropriate for the protection of investors that public administrative proceedings
be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in connection
therewith, to afford the Respondents an opportunity to establish any defenses to such allegations;
and,

B. Whether it is necessary and appropriate for the protection of investors to suspend
for a period not exceeding twelve months, or revoke the registration of each class of securities
registered pursuant to Section 12 of the Exchange Act of the Respondents identified in Section II



hereof, and any successor under Exchange Act Rules 12b-2 or 12g-3, and any new corporate
names of any Respondents.

IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking evidence on
the questions set forth in Section III hereof shall be convened at a time and place to be fixed, and
before an Administrative Law Judge to be designated by further order as provided by Rule 110
of the Commission’s Rules of Practice [17 C.F.R. § 201.110]. ,

IT IS HEREBY FURTHER ORDERED that Respondents shall file an' Answer to the
allegations contained in this Order within ten (10) days after service of this Order, as provided by
Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after being
duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 or 12g-3,
and any new corporate names of any Respondents, may be deemed in default and the
proceedings may be determined against it upon consideration of this Order, the allegations of
which may be deemed to be true as provided by Rules 155(a), 220(f), 221(f), and 310 of the
Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 120 days from the date of service of this Order, pursuant to Rule 360(a)(2)
of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the Commission
engaged in the performance of investigative or prosecuting functions in this or any factually
related proceeding will be permitted to participate or advise in the decision of this matter, except
as witness or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule
making” within the meaning of Section 551 of the Administrative Procedure Act, it is not
deemed subject to the provisions of Section 553 delaying the effective date of any final
Commission action.

By the Commission.

Brent J. Fields
Secretary

By il M. Peterson
Assistant Secretary
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SECURITIES AND EXCHANGE COMMISSION

| SECURITIES EXCHANGE ACT OF 1934
Release No. 74667 / April 7, 2015

INVESTMENT ADVISERS ACT OF 1940
Release No. 4055 / April 7, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16477

ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS

In the Matter of PURSUANT TO SECTION 15(b) OF THE
SECURITIES EXCHANGE ACT OF 1934
DANIEL R. MURPHY, , AND SECTION 203(f) OF THE
INVESTMENT ADVISERS ACT OF 1940,
Respondent. MAKING FINDINGS, AND IMPOSING
REMEDIAL SANCTIONS

L

The Securities and Exchange Commission (“Commission”) deems it appropriate and in the
public interest that public administrative proceedings be, and hereby are, instituted pursuant to
Section 15(b) of the Securities Exchange Act of 1934 (“Exchange Act”) and Section 203(f) of the
Investment Advisers Act of 1940 (“Advisers Act”) against Daniel R. Murphy (“Murphy” or
“Respondent”).

1L

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings and the findings contained in Sections II1.3 below, which are admitted, Respondent
consents to the entry of this Order Instituting Administrative Proceedings Pursuant to Section 15(b)
of the Securities Exchange Act of 1934 and Section 203(f) of the Investment Advisers Act of 1940,
Making Findings, and Imposing Remedial Sanctions (“Order”), as set forth below.
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IIL.
dn the basis of this Order and Respondent’s Offer, the Commission finds that:

1. Murphy, age 71, is a resident of Jacksonville, Florida. Murphy is a managing
partner of Chadbourn Partners, LLC (“Chadbourn”), which is a Florida limited liability company
with its principal place of business in Jacksonville, Florida.

2. From August 1989 to December 2011, Murphy was associated with various broker-
dealers and one investment adviser registered with the Commission. From January 2012 to August
2012, Murphy was a registered principal associated with a broker-dealer registered with the
Commission, which was also a state-registered investment adviser.

3. On August 15, 2014, in the civil action entitled Rome v. Chadbourn Partners, LLC,
a/k/a Chadbourn Partners, Inc.; Daniel R. Murphy; and Henry Dyer Wiggins, Jr., Case No.
14CV30611, filed by the Securities Commissioner for the State of Colorado, by and through the
Colorado Attorney General (“Colorado Securities Commissioner”), the District Court, City and
County of Denver, Colorado entered an Order of Permanent Injunction and Other Relief as to
Defendant Daniel R. Murphy permanently enjoining Murphy from, among other things, associating
in any capacity with any broker-dealer, investment adviser, or investment adviser representative
engaged in business in Colorado, or associating in any capacity with any individual or entity
engaged in the offer, purchase, or sale of securities or any investment in or from Colorado, and
entering judgment against Murphy in the amount of $879,000. Murphy stipulated to the injunction
and judgment on a neither admit nor deny basis.

4. The Colorado Securities Commissioner’s Complaint against Murphy alleged that,
between September 2010 and February 2012, Murphy, through Chadbourn, engaged in securities
fraud and the unlawful sale of unregistered securities by raising $879,000 from mostly
unsophisticated and elderly Colorado investors by selling investments in Chadbourn debentures.
The Complaint alleged that Murphy failed to provide the Colorado investors with critical
information about the securities, including failing to disclose the risk involved, that investor funds
would be used for personal expenses, and that the securities were not registered as required by law.

Iv.

“In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanctions agreed to in Respondent Murphy’s Offer.

Accordingly, it is hereby ORDERED pursuant to Section 15(b)(6) of the Exchange Act,
and Section 203(f) of the Advisers Act, that Respondent Murphy be, and hereby is barred from
association with any broker, dealer, investment adviser, municipal securities dealer, municipal
advisor, transfer agent, or nationally recognized statistical rating organization; and



Pursuant to Section 15(b)(6) of the Exchange Act Respondent Murphy be, and hereby is
barred from participating in any offering of a penny stock, including: acting as a promoter, finder,
consultant, agent or other person who engages in activities with a broker, dealer or issuer for
purposes of the issuance or trading in any penny stock, or inducing or attempting to induce the
- purchase or sale of any penny stock.

Any reapplication for association by the Respondent will be subject to the applicable laws
and regulations governing the reentry process, and reentry may be conditioned upon a number of
factors, including, but not limited to, the satisfaction of any or all of the following: (a) any
disgorgement ordered against the Respondent, whether or not the Commission has fully or partially
- waived payment of such disgorgement; (b) any arbitration award related to the conduct that served
as the basis for the Commission order; (c) any self-regulatory organization arbitration award to a
customer, whether or not related to the conduct that served as the basis for the Commission order;
and (d) any restitution order by a self-regulatory organization, whether or not related to the conduct
that served as the basis for the Commission order.

By the Commission.

Brent J. Fields
Secretary

By Jill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74674 / April 8, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16479

ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
PURSUANT TO SECTION 15(b) OF THE
In the Matter of SECURITIES EXCHANGE ACT OF 1934
AND NOTICE OF HEARING

JOSEPH J. ALMAZON
AND
SPARTAN CAPITAL PARTNERS,

Respondents.

L

The Securities and Exchange Commission (“Commission”) deems it appropriate and in the
public interest that public administrative proceedings be, and hereby are, instituted pursuant to
Section 15(b) of the Securities Exchange Act of 1934 (“Exchange Act™) against Joseph J. Almazon
and Spartan Capital Partners (“Respondents”). )

II.
After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. At all relevant times, Almazon was the sole officer, director and owner of
Executive Source Holding, LLC (“Executive Source”), a Delaware liability company. He also
owned and controlled an unincorporated business that operated in Hicksville, New York under the
name Spartan Capital Partners (“Spartan™). Respondent Almazon, age 26, resides in Hicksville,
New York. Almazon, Executive Source and Spartan were not registered with the Commission in
any capacity. At all relevant times, Almazon was an associated person of a registered broker-dealer.
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B. ENTRY OF THE INJUNCTION

2. On March 15, 2012, a judgment was entered by consent against Almazon
and Spartan, permanently enjoining them from future violations of Sections 5(a) and 5(c) of the
Securities Act of 1933 (“Securities Act”) and Section 15(a) of the Exchange Act, in the civil action
entitled Securities and Exchange Commission v. Mattera, et al., Civil Action Number 1:11-CV-
08323, in the United States District Court for the Southern District of New York (“District Court”).

3. The Commission’s complaint alleged that, beginning in approximately June
2011, Almazon, acting through interns hired to work for Spartan, solicited investments in Delaware
limited liability companies Praetorian G IV, V and VI (the “Praetorian G Entities”). Each of the
limited liability companies was a special purpose vehicle that purportedly held, but did not hold,
shares of popular privately-held companies such as Facebook, Inc., Groupon, Inc. and Zynga, Inc.
Almazon and Spartan successfully solicited investments totaling at least $640,000. Almazon
received transaction-based compensation in connection with each investment, in part by having
investors transfer their funds to Executive Source and keeping a “markup” before transferring the
investment to the designated investment account for the Praetorian G Entities, and in part by
receiving a commission on each investment. Almazon was not an associated person of a registered
broker or dealer with respect to the conduct alleged in the Complaint.

4. In marketing the securities of the Praetorian G Entities to potential
investors, Almazon failed to disclose that he and related entities would receive a commission on
each investment, and that they would also keep a markup, for total compensation of approximately
13-20% of the investment amount. This information was material to investors.

5. In ruling on the appropriate civil penalty to be assessed against Almazon, the
District Court found, based solely on Almazon’s own deposition testimony, that “[g]iven that
Praetorian was attempting to induce his investment, Almazon’s reliance on” the advice of
Praetorian personnel about the legality of his participation in the offering was “unreasonable.” The
Court held that Almazon’s “disregard of regulatory requirements was negligent,” and it ordered
Almazon to disgorge $390,376.95 (over $300,000 of which remains unpaid) and to pay
prejudgment interest thereon. It also ordered Almazon to pay a penalty of $50,000.

C. ADDITIONAL SECURITIES-RELATED CONDUCT

6. On August 9, 2012, Almazon submitted to a registered broker-dealer
offering prime brokerage services (“Prime Broker™), a purported “$15 million U.S. Treasury note”
to be used as margin for a brokerage account that he was considering opening at Prime Broker.
Although the document purported to obligate the United States Treasury to pay the bearer $15
million on demand, it was not a valid or enforceable instrument.


http:390,376.95

111.

In view of the allegations made by the Division of Enforcement, the Commission deems it
necessary and appropriate in the public interest that public administrative proceedings be instituted
to determine:

A. Whether the allegations set forth in Section II hereof are true and, in connection
therewith, to afford Respondents an opportunity to establish any defenses to such allegations; and

B. What, if any, remedial action is appropriate in the public interest against
Respondents pursuant to Section 15(b) of the Exchange Act.

IV.

IT IS ORDERED that a public hearing for the purpose of taking evidence on the questions
set forth in Section III hereof shall be convened at a time and place to be fixed, and before an
Administrative Law Judge to be designated by further order as provided by Rule 110 of the
Commission’s Rules of Practice, 17 C.F.R. § 201.110.

IT IS FURTHER ORDERED that Respondents shall file their Answers to the allegations
contained in this Order within twenty (20) days after service of this Order, as provided by Rule 220
of the Commission’s Rules of Practice, 17 C.F.R. § 201.220.

If either Respondent fails to file the directed answer, or fails to appear at a hearing after
being duly notified, the Respondent may be deemed in default and the proceedings may be
determined against him upon consideration of this Order, the allegations of which may be deemed
to be true as provided by Rules 155(a), 220(f), 221(f) and 310 of the Commission’s Rules of
Practice, 17 C.F.R. §§ 201.155(a), 201.220(f), 201.221(f) and 201.310.

This Order shall be served forthwith upon Respondent as provided for in the Commission’s
Rules of Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an initial
decision no later than 210 days from the date of service of this Order, pursuant to Rule 360(a)(2) of
the Commission’s Rules of Practice.



In the absence of an appropriate waiver, no officer or employee of the Commission engaged
in the performance of investigative or prosecuting functions in this or any factually related
proceeding will be permitted to participate or advise in the decision of this matter, except as witness
or counsel in proceedings held pursuant to notice. Since this proceeding is not “rule making” within
the meaning of Section 551 of the Administrative Procedure Act, it is not deemed subject to the
provisions of Section 553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields
Secretary

| 'W.W

By:(dill M. Peterson
Assistant Secretary




UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74686 / April 8, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16481 '

In the Matter of
Arctos Petroleum Corp., | ORDER INSTITUTING :
(a/k/a Stetson Oil & Gas, Ltd.), ADMINISTRATIVE PROCEEDINGS
Cormac Mining Inc., and AND NOTICE OF HEARING
Gemini Tea Corp., PURSUANT TO SECTION 12(j) OF
THE SECURITIES EXCHANGE ACT
Respondents. OF 1934
L

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents Arctos Petroleum Corp. (a/k/a Stetson Oil &
Gas, Ltd.), Cormac Mining Inc., and Gemini Tea Corp.

II.
Aftér an investigation, the Division of Enforcement alleges that:
A. RESPONDENTS

1. Arctos Petroleum Corp. (a/k/a Stetson Oil & Gas, Ltd.) (CIK No. 1082518) is
a Yukon Territory, Canada corporation located in Vancouver, British Columbia, Canada
with a class of securities registered with the Commission pursuant to Exchange Act
Section 12(g). Arctos Petroleum is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 20-F for the
period ended December 31, 2003, which reported a net loss of $612,000 for the prior
twelve months. As of March 9, 2015, the company’s stock (symbol “SSNOF”) was

traded on the over-the-counter markets.
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2. Cormac Mining Inc. (CIK No. 1443270) is a revoked Nevada corporation
located in Vancouver, British Columbia, Canada with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). Cormac Mining 1s delinquent
in its periodic filings with the Commission, having not filed any periodic reports since it
filed a Form 10-Q for the period ended March 31, 2012, which reported a net loss of
$93,913 from the company’s January 17, 2007 inception through March 31, 2012.

3. Gemini Tea Corp. (CIK No. 1487202) is a dissolved Nevada corporation
located in Calgary, Alberta, Canada with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Gemini Tea is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-Q for the period ended November 30, 2011, which reported a net loss of
$73,463 from the company’s February 2, 2010 inception through November 30, 2011.

B. DELINQUENT PERIODIC FILINGS

4. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

5. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

6. As aresult of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and/or 13a-13 thereunder.

III.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine: - :

A. Whether the allegations contained in Section II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.



IVv.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110}.

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)}.

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against them upon consideration of this Order,
the allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),

201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice.

IT IS FURTHER ORDERED that the Aciministrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields
Secretary




UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74684 / April 8, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16480 '

In the Matter of
ORDER INSTITUTING

AOB Biotech, Inc., ADMINISTRATIVE PROCEEDINGS
Argen Corp., AND NOTICE OF HEARING
Asia Link, Inc., PURSUANT TO SECTION 12(j) OF
Beleza Luxury Goods, Inc., and THE SECURITIES EXCHANGE ACT
Beyond Golden Holdings Ltd., OF 1934

Respondents.

I.

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents AOB Biotech, Inc., Argen Corp., Asia Link,
Inc., Beleza Luxury Goods, Inc., and Beyond Golden Holdings Ltd.

II.

After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. AOB Biotech, Inc. (CIK No. 1363449) is a suspended California corporation
located in Pasadena, California with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). AOB Biotech is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-QSB for the period ended April 12, 2007, which reported a net loss of $88,733 for the

prior three months. |
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2. Argen Corp. (CIK No. 1098860) is a void Delaware corporation located in
Whittier, California with a class of securities registered with the Commission pursuant to
Exchange Act Section 12(g). Argen is delinquent in its periodic filings with the
Commission, having not filed any periodic reports since it filed a Form 10-QSB for the
period ended June 30, 2005.

3. Asia Link, Inc. (CIK No. 1377201) is a delinquent Colorado corporation
located in La Mesa, California with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Asia Link is delinquent in its periodic filings
with the Commission, having not filed any periodic reports since it filed a Form 10-Q/A
for the period ended December 31, 2006, which reported a net loss of $5,000 from the
company’s December 29, 2005 inception to December 31, 2006.

4. Beleza Luxury Goods, Inc. (CIK No. 1407043) is a revoked Nevada
corporation located in Houston, Texas with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Beleza Luxury Goods is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 8-A registration statement on May 1, 2009.

5. Beyond Golden Holdings Ltd. (CIK No. 1493571) is a British Virgin Islands
corporation located in Road Town, Tortola, British Virgin Islands with a class of
securities registered with the Commission pursuant to Exchange Act Section 12(g).
Beyond Golden Holdings is delinquent in its periodic filings with the Commission,
having not filed any periodic reports since it filed a Form 20-F/R registration statement
on February 10, 2011, ‘

B. DELINQUENT PERIODIC FILINGS

6. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

7. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

8. As aresult of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and/or 13a-13 thereunder.



III1.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against them upon consideration of this Order,
the allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(f), 201.221(f), and 201.310].

~ This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to

3




notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields
Secretary
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UNITED STATES OF AMERICA
. Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITiES EXCHANGE ACT OF 1934
Release No. 74673 / April 8, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16478

ORDER INSTITUTING CEASE-AND-
‘In the Matter of DESIST PROCEEDINGS PURSUANT TO
_ SECTION 21C OF THE SECURITIES
FLIR SYSTEMS, INC,, EXCHANGE ACT OF 1934, MAKING
: ' FINDINGS, AND IMPOSING A CEASE-
Respondent. AND-DESIST ORDER

1.

The Securities and Exchange Commission (“Commission”) deems it-appropriate
that cease-and-desist proceedings be, and hereby are, instituted pursuant to Section 21C
of the Securities Exchange Act of 1934 (“Exchange Act”), against FLIR Systems, Inc.
(“FLIR” or “Respondent”).

II.

In anticipation of the institution of these proceedings, Respondent has submitted
an Offer of Settlement (the “Offer”), which the Commission has determined to accept.
Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party, and without admitting
or denying the findings herein, except as to the Commission’s jurisdiction over it and the
subject matter of these proceedings, which are admitted, and except as provided herein in
Section V, Respondent consents to the entry of this Order Instituting Cease-and-Desist
Proceedings Pursuant to Section 21C of the Securities Exchange Act of 1934, Making
Findings, and Imposing a Cease-and-Desist Order (“Order”), as set forth below.

III.

On the basis of this Order and Respondent’s Offer, the Commission ﬁnds1 that:

Summary

1. This matter concerns violations of the anti-bribery, books and records and
internal controls provisions of the Foreign Corrupt Practices Act (“FCPA”) by FLIR. In
2009, employees of FLIR provided unlawful travel, gifts and entertainment to foreign
officials in the Kingdom of Saudi Arabia to obtain or retain business. The travel and gifts
included personal travel and expensive watches provided by employees in FLIR’s Dubai
office to government officials with the Saudi Arabia Ministry of Interior (the “MOI”). The
extent and nature of the travel and the value of the gifts were concealed by certain FLIR
employees and, as a result, were falsely recorded in FLIR’s books and records. FLIR

‘ ! The findings herein are made pursuant to Respondent’s Offer of Settlement and are not
binding on any other person or entity in this or any other proceeding.
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lacked sufficient internal controls to detect and prevent the improper travel and gifts. Also,
from 2008 through 2010, FLIR provided significant additional travel to the same MOI
officials, which was booked as business expenses, but for which there is insufficient
supporting documentation to confirm the business purpose. As a result of the unlawful
conduct, FLIR earned over $7 million in profits from the sales to the MOL.

Respondent

2. FLIR Systems, Inc. is an Oregon-based corporation whose common stock
is registered under Section 12(b) of the Exchange Act and is listed on the NASDAQ Global
Select Market. FLIR, founded in 1978, develops infrared technology for use in thermal
imaging and other sensing products and systems, night vision, and camera systems for
government and commercial customers. On September 30, 2002, in connection with a
settled accounting fraud case, the Commission ordered FLIR to cease and desist from
violations of the anti-fraud and related provisions of the federal securities laws.

FLIR’s Business with the Saudi Ministry of Interior

3. Stephen Timms (“Timms”) was the head of FLIR’s Middle East office in
Dubai during the relevant time period, and was one of the company executives responsible
for obtaining business for FLIR’s Government Systems division from the MOI. Yasser
Ramahi (“Ramahi”) reported to Timms and worked in business development in Dubai.”
Both Timms and Ramahi were employees of FLIR.

4. In November 2008, FLIR entered into a contract with the MOI to sell
binoculars using infrared technology for approximately $12.9 million. Ramahi and Timms
were the primary sales employees responsible for the contract on behalf of FLIR. In the
contract, FLIR agreed to conduct a “Factory Acceptance Test,” attended by MOI officials,
prior to delivery of the binoculars to Saudi Arabia. The Factory Acceptance Test was a key
condition to the fulfiliment of the contract. FLIR anticipated that a successful delivery of
the binoculars, along with the creation of a FLIR service center, would lead to an additional
order in 2009 or 2010.

“World Tour”

5. In February 2009, Ramahi and Timms began preparing for the July 2009
Factory Acceptance Test. Ramahi and Timms then made arrangements to send MOI
officials on what Timms later referred to as a “world tour” before and after the Factory
Acceptance Test. Among the MOI officials for whom Ramahi and Timms provided the
“world tour” were the head of the MOI’s technical committee and a senior engineer on the
committee, who played a key role in the decision to award FLIR the business.

6. The trip proceeded as planned, with stops in Casablanca, Paris, Dubai and
Beirut. While in the Boston area, the MOI officials spent a single 5-hour day at FLIR’s

2 On November 17, 2014, the Commission instituted settled cease-and-desist proceedings

against Timms and Ramahi for their role in this same conduct.
3 At the same time, Ramahi and Timms were also involved in FLIR’s negotiations to sell
security cameras to the MOL. In May 2009, FLIR signed an agreement for the integration of its
cameras into another company’s products for use by the MOL The contract was valued at
approximately $17.4 million and FLIR hoped to win additional future business with the MOI
under this agreement.




Boston facility completing the equipment inspection. The agenda for their remaining seven
days in Boston included just three other 1-2 hour visits to FLIR’s Boston facility, some
additional meetings with FLIR personnel, at their hotel, and other leisure activities, all at
FLIR’s expense. At the suggestion of Timms’ manager, a U.S.-based Vice President
responsible for global sales to foreign governments, Ramahi also took the MOI on a
weekend trip to New York while they were in Boston. In total, the MOl officials traveled
for 20 nights on their “world tour,” with airfare and luxury hotel accommodations paid by
FLIR. There was no business purpose for the stops outside of Boston.

7. Timms forwarded the air travel expenses for the MOI to his manager for
approval, attaching a summary reflecting the full extended routing of the travel. The
manager approved the travel, directing him to make the expenses appear smaller by
“break[ing] it in 2 [submissions.]” Timms also forwarded the travel charges and an
itinerary showing the Paris and Beirut stops, to FLIR’s finance department. FLIR’s finance
department processed and paid the approved air expenses the next day. Neither Timms’
manager nor anyone in FLIR’s finance department questioned the itinerary or the travel
expense, although the itinerary reflected travel to locations other than Boston.

8. After receiving questions from Timms’ manager, Ramahi and Timms later
claimed that the MOI’s “world tour” had been a mistake. They told the FLIR finance
department that the MOI had used FLIR’s travel agent in Dubai to book their own travel
and that it had been mistakenly charged to FLIR. They then used FLIR’s third-party agent
to give the appearance that the MOI paid for their travel. Timms also oversaw the
preparation of false and misleading documentation of the MOI travel expenses that was
submitted to FLIR finance as the “corrected” travel documentation. FLIR finance then
made an additional payment to the Dubai travel agency for the remaining travel costs.

9. Following the equipment inspection in Boston, the MOI gave its permission
for FLIR to ship the binoculars. The MOI later placed an order for additional binoculars
for an approximate price of $1.2 million. In total, FLIR earned revenues of over $7 million
in profits in connection with its sales of binoculars to the MOL.

Additional Travel

10. From 2008 through 2010, FLIR paid approximately $40,000 for additional
travel by MOI officials. For example, Ramahi took the same MOI officials who went on
the “world tour” to Dubai over the New Year holiday in December 2008 and again in 2009.
FLIR paid for airfare, hotel, and expensive dinners and drinks. FLIR also paid for hotels,
meals and first class flights for the MOI officials to travel within Saudi Arabia to help FLIR
win business with other Saudi government agencies. Although the trips were booked as
business expenses, the supporting documentation is incomplete and it is not possible to
determine whether all the trips in fact had a business purpose.

11. Moreover, in June and July of 2011, a FLIR regional sales manager
accompanied nine officials from the Egyptian Ministry of Defense on travel paid for by a
FLIR partner. The travel centered on a legitimate Factory Acceptance Test at FLIR’s
Stockholm factory. The travel, however, also included a non-essential visit to Paris, during
which the officials spent only two days on demonstration and promotion activities relating
~ to FLIR products. In total, the government officials traveled for 14 days and most of the
officials only participated in legitimate business activities on four of those days. Three
officials engaged in two additional days of training in Sweden. The total travel costs were
approximately $43,000. FLIR subsequently reimbursed the partner for the majority of the
travel costs, based upon cursory invoices which were submitted without supporting
documentation.



Expensive Watches

12. At Timms’ and Ramahi’s instruction, in February 2009, FLIR’s third-party
agent purchased five watches in Riyadh, paying approximately 26,000 Saudi Riyal (about
U.S. $7,000). Ramahi and Timms gave the watches to MOI officials during a mid-March
2009 trip to Saudi Arabia to discuss several business opportunities with the MOI. The
MOI officials who received the watches included two of the MOI officials who
subsequently went on the “world tour” travel.

13.  Within weeks of his visit to Saudi Arabia, Timms submitted an expense
report to FLIR for reimbursement of the watches. The expense report clearly identified the
watches as “EXECUTIVE GIFTS: 5 WATCHES” costing $1,425 each. Shortly
thereafter, Timms specified that the watches were given to MOI officials, and identified the
specific officials who received the watches.

14. Despite these red flags, the reimbursement was approved by Timms’
manager and, based on that approval and the submitted invoices, FLIR’s finance
department paid the reimbursement to Timms.

15.  InJuly 2009, in connection with an unrelated review of expenses in the
Dubai office, FLIR’s finance department flagged Timms’ reimbursement request for the
watches. In response to their questions, Timms claimed that he had made a mistake and
falsely stated that the expense report should have reflected a total of 7,000 Saudi Riyal
(about $1,900) for the watches, rather than $7,000 as submitted. Ramabhi also told FLIR
investigators that the watches were each purchased for approximately 1,300-1,400 Saudi
Riyal (approximately $377) by FLIR’s third-party agent. In September 2009, at Timms’
direction, FLIR’s agent maintained the false cover story in response to emailed questions
from FLIR’s finance department. Timms and Ramabhi also obtained a false invoice
reflecting that the watches cost 7,000 Saudi Riyal, which Timms submitted to FLIR finance
in August 2009. The false, revised invoice was processed by FLIR.

FLIR’s FCPA-Related Policies and Training and Internal Controls

16.  During the relevant time, FLIR had a code of conduct, as well as a specific
anti-bribery policy, which prohibited FLIR employees from violating the FCPA. FLIR’s
policies required employees to record information “accurately and honestly” in FLIR’s
books and records, with “no materiality requirement or threshold for a violation.” FLIR
employees, including Timms and Ramahi, received training on their obligations under the
FCPA and FLIR’s policy, although the company did not ensure that all employees,
including Ramahi, completed the required training.

17.  FLIR had few internal controls over travel in its foreign sales offices at the
time. Although FLIR had policies and procedures over travel for its domestic operations,
there were no controls or policies in place governing the use of foreign travel agencies.
Instead, FLIR foreign sales employees worked directly with FLIR’s foreign travel agencies
to arrange travel for themselves and others. Sales managers, such as Timms, were solely
responsible for expense approvals for their sales staff. Timms’ manager was responsible
for approving travel-related expenses for all non-U.S.-based senior sales employees (such
as Timms) and approving the payment of large invoices to the foreign travel agencies. .

18.  FLIR also had few controls over the giving of gifts to customers, including
foreign government officials. Sales staff and managers were responsible for all expense
approvals for gifts and accounts payable was not trained to flag expenses that were
potentially problematic. To the contrary, the initial expense submission for the watches



was labeled in large English print “EXECUTIVE GIFTS: 5 WATCHES” for a total of
$7,123, and was accompanied by email confirmation that the watches were provided to 5
MOI “officers,” when it was approved by Timms’ manager and processed and paid by
FLIR accounts payable department.

Remedial Efforts

19.  InNovember 2010, FLIR received a complaint letter from FLIR’s third-
party agent, and began an investigation that lead to the discovery of the improper watches
and travel. FLIR subsequently self-reported the conduct to the Commission and cooperated
with the Commission’s investigation.

20. Subsequent to the conduct described herein, FLIR undertook significant
remedial efforts including personnel and vendor terminations. FLIR broadened its relevant
policies and trainings and implemented a gift policy. FLIR enhanced access by its
employees to its anti-bribery policy by providing translations into languages spoken in all
countries in which it has offices. FLIR is in the process of enhancing its travel approval
system in its foreign offices, including requiring all non-employee travel to be booked
through either one large, designated travel agency or a limited number of designated
regional travel agencies after receiving advance written approval from senior business
personnel and the legal department. All travel agencies will be vetted through FLIR’s full
FCPA due diligence framework, be subject to all of FLIR’s current FCPA training
obligations, and cannot be reimbursed for travel bookings for non-employees in the absence
of appropriate approvals. FLIR added additional FCPA training and procedures for its
finance staff, and enhanced its third-party diligence process and contracts. FLIR also
engaged outside counsel and forensic accountants to conduct a compliance review of travel
and entertainment expenses in its operations outside the U.S.

Legal Standards and FCPA Violations

21. Under Section 21C(a) of the Exchange Act, the Commission may impose a
cease-and-desist order upon any person who is violating, has violated, or is about to violate
any provision of the Exchange Act or any rule or regulation thereunder, and upon any other
person that is, was, or would be a cause of the violation, due to an act or omission the
person knew or should have known would contribute to such violation.

22. Section 30A of the Exchange Act prohibits any issuer with a class of
securities registered pursuant to Section 12 of the Exchange Act, or any officer, director,
employee, or agent acting on behalf of such issuer, in order to obtain or retain business,
from corruptly giving or authorizing the giving of, anything of value to any foreign official
for the purposes of influencing the official or inducing the official to act in violation of his
or her lawful duties, or to secure any improper advantage, or to induce a foreign official to
use his influence with a foreign governmental instrumentality to influence any act or
decision of such government or instrumentality. [15 U.S.C. § 78dd-1].

23. Under Section 13(b)(2)(A) of the Exchange Act issuers are required to
make and keep books, records, and accounts, which, in reasonable detail, accurately and

fairly reflect the transactions and disposition of the assets of the issuer. [15 U.S.C. §
78m(b)(2)(A)].

24, Under Section 13(b)(2)(B) of the Exchange Act issuers are required to
devise and maintain a system of internal accounting controls sufficient to provide
reasonable assurances that (i) transactions are executed in accordance with management’s
general or specific authorization; (ii) transactions are recorded as necessary (I) to permit



preparation of financial statements in conformity with generally accepted accounting
principles or any other criteria applicable to such statements, and (II) to maintain
accountability for assets; (ii1) access to assets is permitted only in accordance with
management’s general or specific authorization; and (iv) the recorded accountability for
assets is compared with the existing assets at reasonable intervals and appropriate action is
taken with respect to any differences. [15 U.S.C § 78m(b)(2)(B)].

25.  Asdescribed above, FLIR violated Section 30A of the Exchange Act by
corruptly providing expensive gifts of travel, entertainment, and personal items to the
MOI officials to retain and obtain business for FLIR. Respondent also violated Section
13(b)(2)(B) of the Exchange Act, by failing to devise and maintain a sufficient system of
internal accounting controls to prevent the provision and approval of the watches and the
travel and the falsification of FLIR’s books and records to conceal the conduct. As a result
of this same conduct, FLIR failed to make and keep accurate books and records in violation
of Section 13(b)(2)(A) of the Exchange Act.

Iv.

In view of the foregoing, the Commission deems it appropriate to impose the
sanctions agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED that:

A. Pursuant to Section 21C of the Exchange Act, Respondent cease and desist
from committing or causing any violations and any future violations of
Sections 13(b)(2)(A), 13(b)(2)(B) and 30A of the Exchange Act [15 U.S.C.
§§ 78m(b)(2)(A), 78m(b)(2)(B), and 78dd-1].

B. Pursuant to Section 21(B)(a)(2) of the Exchange Act, Respondent shall,
within 10 days of the entry of this Order, pay disgorgement of $7, 534 000, preJudgment
interest of $970,584 and a civil money penalty in the amount of $1 000 OOO for a total
payment of $9,504,5 84, to the Securities and Exchange Commission. If timely payment
is not made, additional interest shall accrue pursuant to SEC Rule of Practice 600 and 31
U.S.C. § 3717. Payment must be made in one of the following ways:

N Respondent may transmit payment electronically to the Commission,
which will provide detailed ACH transfer/Fedwire instructions upon
request;

) Respondent may make direct payment from a bank account via Pay.gov
through the SEC Web site at http://www.sec.gov/about/offices/ofm.htm;
or

3) Respondent may pay by certified check, bank cashier’s check, or United
States postal money order, made payable to the Securities and Exchange
Commission and hand-delivered or mailed to:

Enterprise Services Center
Accounts Receivable Branch

HQ Bldg., Room 181, AMZ-341
6500 South MacArthur Boulevard
Oklahoma City, OK 73169


http://www.sec.gov/about/offices/ofm.htm

: Payments by check or money order must be accompanied by a cover letter
identifying FLIR as the Respondent in these proceedings, and the file number of these
proceedings; a copy of the cover letter and check or money order must be sent to Tracy L.
Davis, Assistant Director, Division of Enforcement, Securities and Exchange
Commission, 44 Montgomery Street, Suite 2800, San Francisco, CA 94104.

C. Respondent shall report to the Commission staff periodically, at no less than
nine-month intervals during a two-year term, the status of its compliance review of its
overseas operations and the status of its remediation and implementation of compliance
measures. During this two-year period, should Respondent discover credible evidence, not
already reported to the Commission, that questionable or corrupt transfers of property or
interests may have been offered, promised, paid or authorized by Respondent entity or
person, or any entity or person acting on behalf of Respondent, or that related false books
and records have been maintained, Respondent shall promptly report such conduct to the
Commission staff. During this two-year period, Respondent shall: (1) conduct an initial
review and submit an initial report, and (2) conduct and prepare at least two follow-up
reviews and reports as described below:

¢)) Respondent shall submit to the Commission staff a written report
within 180 calendar days of entry of this Order setting forth a
complete description of its Foreign Corrupt Practices Act (“FCPA”)
and anti-corruption related remediation efforts to date, its proposals
reasonably designed to improve the policies and procedures of
Respondent for ensuring compliance with the FCPA and other
applicable anti-corruption laws, the parameters of the subsequent
reviews, and the status and findings of its ongoing compliance
review (the “Initial Report™). The Initial Report shall be transmitted

_ to Charles E. Cain, Deputy Chief, FCPA Unit, Division of

Enforcement, Securities and Exchange Commission, 100 F. Street,
NE, Washington, DC, 20549-5030. Respondent may extend the
time period for issuance of the Initial Report with prior written
approval of the Commission staff.

(2) Respondent shall undertake at least two follow-up reviews,
incorporating any comments provided by the Commission staff on
the previous report, to update on the status and findings of its
ongoing compliance review and to further monitor and assess
whether the policies and procedures of Respondent are reasonably
designed to detect and prevent violations of the FCPA and other
applicable anti-corruption laws (the “Follow-Up Report”).

3) The Follow-Up Report shall be completed no later than 270 days
after the Initial Report. The second Follow-Up Report shall be
completed no later than 270 days after the completion of the first
Follow-Up Report. Each Follow-Up Report shall be transmitted to
Charles E. Cain at the address listed above. Respondent may extend
the time pertod for the issuance of the Follow-Up Report with prior
written approval of the Commission staff.

(&) The periodic reviews and reports submitted by Respondent will
likely include proprietary, financial, confidential, and competitive
business information. Public disclosure of the reports could
discourage cooperation, impede pending or potential government
investigation or undermine the objectives of the reporting



contents thereof are intended to remain and shall remain non-public,
except (1) pursuant to court order, (2) as agreed by the parties in
writing, (3) to the extent the Commission staff determines in its sole
discretion that disclosure would be in furtherance of the
Commission’s discharge of its duties and responsibilities, or (4) is
otherwise required by law.

. requiremerit. For these reasons, among others, the reports and the

V.

It is further Ordered that, solely for purposes of exceptions to discharge set forth
in Section 523 of the Bankruptcy Code, 11 U.S.C. § 523, the findings in this Order are
true and admitted by Respondent, and further, any debt for civil penalty or other amounts
due by Respondent under this Order or any other judgment, order, consent order, decree
or settlement agreement entered in connection with this proceeding, is a debt for the
violation by Respondent of the federal securities laws or any regulation or order issued
under such laws, as set forth in Section 523(a)(19) of the Bankruptcy Code, 11 U.S.C.

§ 523(a)(19).

By the Commission.

Brent J. Fields

‘ Secretary

s i
By:(Jill M. Peterson
Assistant Secretary
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_ Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 9745/ April 9, 2015 -

SECURITIES EXCHANGE ACT OF 1934
Release No. 74698 / April 9, 2015

ACCOUNTING AND AUDITING ENFORCEMENT
Release No. 3651 / April 9, 2015 '

ADMINISTRATIVE PROCEEDING
File No. 3-16484

ORDER INSTITUTING

In the Matter of ' ADMINISTRATIVE PROCEEDINGS
PURSUANT TO RULE 102(e) OF
MICHAEL M. COHEN THE COMMISSION’S RULES OF

. PRACTICE, MAKING FINDINGS,
Respondent. ' AND IMPOSING REMEDJIAL

' SANCTIONS

I

The Securities and Exchange Commission (“Commission”) deems it appropriate and in the

“public interest that public administrative proceedings be, and hereby are, instituted against Michael

M. Cohen (“Cohen” or “Respondent”) pursuant to Rule 102(e)(3)(i) of the Commission’s Rules of
Practice.’

' Rule 102(e)(3)(i) provides, in relevant part, that:

The Commission, with due regard to the public interest and without preliminary hearing,
may, by order, . . . suspend from appearing or practicing before it any . . . accountant . . .
who has been by name . . . [p]ermanently enjoined by any court of competent
jurisdiction, by reason of his or her misconduct in an action brought by the Commission,
from violating or aiding and abetting the violation of any provision of the Federal
securities laws or of the rules and regulations thereunder. ’
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In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”), which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, Respondent consents to the entry of this
Order Instituting Administrative Proceedings Pursuant to Rule 102(e) of the Commission’s Rules
of Practice, Making Findings, and Imposing Remedial Sanctions (“Order”), as set forth below.

IIL
On the basis of this Order and Respondent’s Offer, the Commission finds that:

1. Cohen, age 49, is a resident of West Orange, New Jersey. Beginning in
September 2006, Cohen served as the President, Chief Executive Officer (“CEQO”), and Chairman
of the Board of Directors of Proteonomix, Inc. (“Proteonomix” or the “company”). In September
2010, Cohen also took over the positions of Chief Financial Officer (“CFO”) and Chief Operating
Officer. Cohen has never been licensed as a certified public accountant. In his capacity as
Proteonomix’s CEO and CFO, Cohen signed and certified the accuracy of the company’s reports
and financial statements filed with the Commission until, as described below, the company
terminated the registration of its common stock with the Commission.

2. Proteonomix is a Delaware corporation with its principal place of business in
Paramus, New Jersey. Proteonomix is a biotechnology company engaged in, among other things,
the discovery and development of stem cell therapeutics and cosmeceutical products. On August 4,
2009, Proteonomix filed a Form 10 with the Commission to register a class of common stock
pursuant to Section 12(g) of the Securities Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. §
781(g)]. Proteonomix filed its first Form 10-Q quarterly report with the Commission on September
11, 2009. The company’s stock traded initially on the OTC Pink Sheets market and, subsequently,
on the OTCBB under the symbol “PROT.” On November 13, 2012, the company filed a Form 15,
terminating the registration of its common stock with the Commission.

3. Respondent has entered into a written agreement to plead guilty to criminal
conduct relating to the findings in the Order. Specifically, in United States v. Michael Cohen,
Crim. No. 2:15-cr-00091-MCA-1 (D.N.J.), Respondent agreeq to plead guilty to a one-count
information, which charges him with knowingly certifying false financial statements in violation of
18 U.S.C. § 1350. '

4. On February 19, 2015, the Commission filed a complaint against Cohen in
SEC v. Michael M. Cohen, et al., Case No. 2:15-cv-01292-MCA-JBC (D.N.J.). On March 6, 2015,
the court entered a judgment permanently enjoining Cohen, by consent, from future violations of
Sections 5(a), 5(c), and 17(a) of the Securities Act of 1933 (“Securities Act”) [15 U.S.C. §§ 77¢e(a),
77¢(c), and 77q(a)]; Sections 10(b) and 13(b)(5) of the Exchange Act [15 U.S.C. §§ 78j(b) and
78m(b)(5)]; Exchange Act Rules 10b-5, 13a-14, and 13b2-1 [17 C.F.R. §§ 240.10b-5, 240.13a-14,
and 240.13b2-1]; and from aiding and abetting violations of Sections 13(a), 13(b)(2)(A), and

2



13(b)(2)(B) of the Exchange Act [15 U.S.C. §§ 78m(a), 78m(b)(2)(A), and 78m(b)(2)(B)], and
Exchange Act Rules 12b-20, 13a-1, and 13a-13 [17 C.F.R. §§ 240.12b-20, 240.13a-1, and
240.13a-13]. The judgment also, by consent, permanently barred Cohen, pursuant to Section 20(¢e)
of the Securities Act {15 U.S.C. § 77t(e)] and Section 21(d)(2) of the Exchange Act [15 U.S.C. §
78u(d)(2)], from serving as an officer or director of any issuer that has a class of securities

" registered pursuant to Section 12 of the Exchange Act [15 U.S.C. § 781] or that is required to file
reports pursuant to Section 15(d) of the Exchange Act [15 U.S.C. 780(d)]; and permanently barred
Cohen, pursuant to Section 20(g) of the Securities Act [15 U.S.C. § 77t(g)] and Section 21(d)(6) of
the Exchange Act [15 U.S.C. § 78u(d)(6)], from participating in any offering of a penny stock,
including engaging in activities with a broker, dealer, or issuer for purposes of issuing, trading, or
inducing or attempting to induce the purchase or sale of any penny stock. In addition, by consent,
the judgment provided that the court will order disgorgement, prejudgment interest, and a civil
penalty 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)] upon motion of the Commission.

5. The Commission’s complaint alleged, among other things: that
Proteonomix and Cohen fraudulently issued and transferred millions of Proteonomix shares to
entities that Cohen secretly controlled; that Cohen directed the issuance and transfer of
Proteonomix shares, and the subsequent sale of those shares into the open market, to generate
undisclosed proceeds for his own benefit; that Proteonomix and Cohen falsely recorded share
issuances and transfers on Proteonomix’s accounting books and records as repayments of loans
that did not exist or payments for consulting services that were not performed; that Proteonomix
and Cohen failed to disclose related party transactions in filings with the Commission, as required
by Generally Accepted Accounting Principles; that Cohen directed the transfer of shares of
Proteonomix stock without restrictive legends under circumstances where the transactions were not
registered with the Commission and no exemption from the registration provisions applied; and
that Cohen falsely certified the accuracy of reports and statements that Proteonomix filed with the
Commission.

V.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanction agreed to in Respondent’s Offer.

Accordingly, it is hereby ORDERED, effective immediately, that: Cohen is suspended
from appearing or practicing before the Commission as an accountant.

By the Commission.

Brent J. Fields
Secretary

3 By: uJill h%w Peterson
ssistant Secretary
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UNITED STATES OF AMERICA

. ' Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 9744 / April 9, 2015

SECURITIES EXCHANGE ACT OF 1934
Release No. 74691 / April 9, 2015

ACCOUNTING AND AUDITING ENFORCEMENT

Release No. 3650 / April 9, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16033

In the Matter of

AIRTOUCH COMMUNICATIONS, INC.,
HIDEYUKI KANAKUBO, AND
JEROME KAISER, CPA,

’ Respondents.

L

ORDER MAKING FINDINGS,
AND IMPOSING REMEDIAL
SANCTIONS AND A CEASE-
AND-DESIST ORDER
PURSUANT TO SECTION 8A
OF THE SECURITIES ACT
OF 1933 AND SECTIONS 4C
AND 21C OF THE
SECURITIES EXCHANGE
ACT OF 1934 AND RULE
102(e) OF THE
COMMISSION’S RULES OF
PRACTICE AS TO JEROME
KAISER

On August 22, 2014, the Securities and Exchange Commission (“Commission”) instituted
proceedings pursuant to Section 8A of the Securities Act of 1933 (“Securities Act”) and Section
21C of the Securities Exchange Act of 1934 (“Exchange Act”) against AirTouch Communications,
Inc., Hideyuki Kanakubo, and Jerome Kaiser, CPA (collectively, “Respondents”), and additionally
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as to Kaiser, pursuant to Section 4C' of the Exchange Act and Rule 102(e)(1)(iii) of the
Commission’s Rules of Practice.”

IL.

Respondent Jerome Kaiser has submitted an Offer of Settlement (the “Offer”) which the
Commission has determined to accept. Solely for the purpose of these proceedings and any other
proceedings brought by or on behalf of the Commission, or to which the Commission is a party and
without admitting or denying the findings herein, except as to the Commission’s jurisdiction over
him and the subject matter of these proceedings, which are admitted, and except as provided herein
in Section V, Respondent Kaiser consents to the entry of this Order Making Findings and Imposing
Remedial Sanctions and a Cease-and-Desist Order Pursuant to Section 8 A of the Securities Act of
1933 and Sections 4C and 21C of the Securities Exchange Act of 1934 and Rule 102(e) of the
Commission’s Rules of Practice as to Jerome Kaiser (“Order”), as set forth below.

IIIL.

On the basis of this Order and Respondent Kaiser’s Offer, the Commission finds® that:

Summary

1. This matter involves fraudulent financial misstatements by AirTouch, a
Newport Beach, California issuer, its founder and former president and CEO Kanakubo, and its
former CFO and corporate secretary Jerome Kaiser, CPA (“Kaiser”), in the company’s voluntarily
filed Form 10-Q for the third quarter of 2012, and to an investor in connection with a $2 million
loan made to the company in the fall of 2012.

I Section 4C provides, in relevant part, that:

The Commission may censure any person, or deny, temporarily or permanently,
to any person the privilege of appearing or practicing before the Commission in
any way, if that person is found . . . (3) to have willfully violated, or willfully
aided and abetted the violation of, any provision of the securities laws or the rules
and regulations thereunder. '

2 Rule 102(e)(1)(iii) provides, in pertinent part, that:

The Commission may . .. deny, temporarily or permanently, the privilege of
appearing or practicing before it . . . to any person who is found . . . to have
willfully violated, or willfully aided and abetted the violation of any provision of
the Federal securities laws or the rules and regulations thereunder.

> The findings herein are made pursuant to Respondent Kaiser’s Offer of Settlement and are not
binding on any other person or entity in this or any other proceeding.



2. In the third quarter of 2012, AirTouch improperly recognized net revenues
of $1.031 million based on $1.24 million of inventory shipped to a Florida entity. This revenue
recognition was improper because, as Kanakubo and Kaiser knew, or were reckless in not
knowing, a fulfillment and logistics agreement executed contemporaneously with the Florida
entity’s purchase order—and upon which the purchase order was conditioned—relieved that entity
of any obligation to pay AirTouch unless and until an AirTouch customer purchased the inventory.
Kanakubo and Kaiser also knowingly, recklessly or negligently made false representations and
omissions about this revenue to an AirTouch investor and lender. This conduct in inflating the
revenues and obtaining financing was also deceptive and constituted a scheme to defraud.

3. In early 2013, AirTouch filed a Form 8-K disclosing its intention to restate
net revenues for the third quarter of 2012, based on erroneous revenue recognition.

Respondents

4. AirTouch Communications, Inc. is a Delaware corporation with its
principal place of business in Newport Beach, California. AirTouch’s common stock is quoted on
the OTC Pinks under the symbol “ATCH.” AirTouch develops and sells telecommunications
equlpment designed to integrate mobile telephones into landline telephone systems within a
consumer’s home.

5. Hideyuki Kanakubo resides in Irvine, California. He is AirTouch’s
founder and former president, CEO, and director. At all relevant times, Kanakubo was responsible
for the management of AirTouch’s business. As of May 31, 2014, Kanakubo beneficially owned
or controlled 1,858,143 shares of AirTouch common stock, or 9% of the company’s total
outstanding shares. Kanakubo resigned as president and CEO in March 2013.

6. Jerome Kaiser, CPA resides in Santa Barbara, California. Kaiser is a
licensed Certified Public Accountant in California and an active member in the AICPA and
California Society of Public Accountants. Kaiser holds a BS in Accounting and an MS in Business
Taxation. He is AirTouch’s former CFO and corporate secretary. At all relevant times, Kaiser was
responsible for the management of AirTouch’s business. As of May 31, 2014, Kaiser owned
options to acquire 520,096 shares of AirTouch common stock at a strike price of $2 per share. He
resigned from AirTouch in April 2013.

Background

7. In or around early 2012, AirTouch developed a new product, the “U250
Smarthx” designed for sale to Mexico’s largest provider of landline telephone services (the
“Mexican Entity”).

8. On July 30, 2012, AirTouch contacted a Florida provider of logistics and
fulfillment services (the “Florida Entity”) about the possibility of warehousing AirTouch’s U250
‘SmartLinx product for possible sale to the Mexican Entity. AirTouch had never done business
with the Florida Entity prior to July 30, 2012.




9. During contract negotiations related to this potential warehousing
arrangement, the Florida Entity’s CEO told Kanakubo that the Florida Entity was not buying any
product from AirTouch, but rather would only warehouse the U250 SmartLinx inventory for
eventual delivery to the Mexican Entity or other customers of AirTouch. AirTouch’s salesperson
relayed the same information to Kaiser.

10. On July 30, 2012, Kaiser sent Kanakubo a Fulfillment and Logistics
Agreement between AirTouch and the Florida Entity (the “Agreement”), asking him to
immediately review and sign it, which Kanakubo did. The Agreement included, among other
terms, the following provisions:

a) “Section 3 (Orders and Acceptance): [The Florida Entity]’s purchase orders are
subject to purchase orders by [the Mexican Entity] and/or any other customer that
may be assigned from time to time by AirTouch. In the event [the Mexican Entity]
or any of the customers does not fulfill the purchase orders and/or cancels the
orders, [the Florida Entity] shall have the right to return these products to AirTouch
and obtain a full credit equal to the original purchase amount with no offsets or
deductions or any kind.”;

b) “Section 5 (Resale to [the Mexican Entity] and/or Assigned Customers by
AirTouch): [The Florida Entity] shall store the merchandise until shipment of the
Products and shall invoice AirTouch for storage of the products, in/out control,
invoicing, stock reconciliation, at 1.5% of the invoice value for the first 30 days and
an additional 1% for each additional 30 days.”; and

) “Section 6 (Payment): [The Florida Entity] shall pay for Products in 90 days in
accordance with the payment terms invoiced by AirTouch. However, [the Florida
Entity] shall not be obligated to pay AirTouch until the Products have been received
by [the Mexican Entity] and [the Florida Entity] has received full payment therefor,
at which time then [the Florida Entity] shall pay AirTouch for the Products within
10 days thereafter.”

I1. The same day, the Florida Entity issued a $1.74 million “purchase order”
for 20,000 U250 SmartLinx (the “Purchase Order”). The Purchase Order stated a payment term of
“Net 90” but also stated that its payment terms were “according to term sheet.” The Agreement
was the “term sheet.” Kaiser received emails where representatives of the Florida Entity described
the Purchase Order as “conditional” upon AirTouch’s execution of the Agreement. Kanakubo was
also made aware that the Florida Entity would not issue the Purchase Order unless AirTouch first
executed the Agreement.

12. On July 31, 2012, the Florida Entity sent Kaiser the counter-signed
Agreement and the Purchase Order in a single email. Before forwarding this email to AirTouch’s
controller, he deleted the Agreement as an attachment, and forwarded only the Purchase Order.

13. AirTouch shipped approximately $1.24 million of inventory to the Florida
Entity during the third quarter of 2012, pursuant to the Agreement and the Purchase Order.




AirTouch recognized revenue on all $1.24 million of inventory shipped to the Florida Entity during
the quarter.

14. In October 2012, in connection with AirTouch’s quarterly review,
AirTouch’s controller provided its outside auditor with a copy of the Purchase Order, but not the
Agreement. The outside auditor did not receive the Agreement since Kaiser had never provided
AirTouch’s controller with the agreement. :

15.  When discussing the purported receivable AirTouch booked from the
Florida Entity at board meetings, Kanakubo and Kaiser did not inform AirTouch’s outside -
directors, including the chairman of the audit committee, that shipments to the Florida Entity were
controlled by the Agreement.

16. AirTouch did not receive any payment from the Florida Entity during the
third quarter of 2012, and likewise received no commitment from the Mexican Entity that it would
buy product shipped to the Florida Entity, or otherwise.

1. AirTouch’s Form 10-Q for the Third Quarter 2012

17. On November 14, 2012, AirTouch filed its Form 10-Q for the third quarter
of 2012, reporting net revenues of $1,031,747. Without the revenue recognized on the inventory
shipped to the Florida Entity, AirTouch would not have had any positive revenue for the quarter.

18.  Under Generally Accepted Accounting Principles (“GAAP”), revenue
cannot be recognized unless it is “realized or realizable” and “earned.”

19.  AirTouch’s recognition of revenues for the inventory shipped to the Florida
Entity did not comply with GAAP. Because AirTouch did not sell any product to the Florida
Entity—the Purchase Order and the Agreement merely documented, for tracking purposes, the
transfer of AirTouch inventory to the Florida Entity in contemplation of future sales—the revenue
associated with shipments to the Florida Entity was not realized, realizable or earned.

20. AirTouch’s revenue recognition policy, which was disclosed in the 10-Q
and was consistent with the requirements of GAAP, permitted the recognition of revenue only
where: “(1) persuasive evidence of an arrangement exists in the form of an accepted purchase
order or equivalent documentation; (2) delivery has occurred, based on shipping terms, or services
have been provided; (3) the company’s price to the buyer is fixed or determinable, as documented
on the accepted purchase order or similar documentation; and (4) collectability is reasonably
assured.”

21. Given the terms of the Purchase Order and the Agreement, AirTouch had no
reasonable assurance of collectability from the Florida Entity because AirTouch did not have a
valid receivable to collect from the Florida Entity.

22.  Kanakubo and Kaiser signed certifications intended to be made pursuant to
the Sarbanes-Oxley Act of 2002, stating that the Form 10-Q fairly presented AirTouch’s financial
condition and results.




23.  Kanakubo and Kaiser knew, or were reckless in not knowing, that
AirTouch’s Form 10-Q contained materially false or misleading statements concerning reported
net revenues and compliance with GAAP or AirTouch’s revenue recognition policy.

24.  The false and misleading statements in AirTouch’s Form 10-Q occurred in
connection with the purchase or sale of securities.

25.  The false and misleading statements in AirTouch’s Form 10-Q were
material. These statements would have been viewed by a reasonable investor as significantly
altering the total mix of available information, given that AirTouch would not have had any
positive revenues for the quarter if it did not recognize the revenue from the Florida Entity. The
Form 10-Q also reflected AirTouch’s largest revenues ever reported for a quarter.

26.  Kanakubo and Kaiser each knew about the Agreement but did not provide it
to others involved in AirTouch’s financial reporting process, including the controller, the chairman
of the audit committee, and the company’s outside auditor. This and other deceptive conduct
contributed to a revenue recognition scheme and operated as a fraud.

27.  Because of Kanakubo’s and Kaiser’s positions as AirTouch’s senior
management, their scienter is attributable to AirTouch.

28.  Atall relevant times, Kanakubo and Kaiser were the company’s principal
officers; they were the members of management in charge of AirTouch’s day-to-day management,
policies, and operations; and they were responsible for preparing and signing AirTouch’s SEC
filings.

2. Misstatements and Omissions Made to an Investor

29.  Inoraround 2012, Kanakubo and Kaiser solicited a short term bridge loan
from an existing AirTouch investor (“Investor A”), in exchange for a promissory note and a
warrant to purchase 100,000 shares of AirTouch common stock. Investor A recommended the
loan and warrant acquisition opportunity to a related entity, for which he served as the authorized
agent during the due diligence process.

30. On October 3, 2012, Kanakubo falsely told Investor A by email that the
inventory to be shipped by AirTouch to the Florida Entity—which he mischaracterized as an
“authorized fulfillment house” for the Mexican Entity—pertained to an existing purchase order
from the Mexican Entity.

31. Around the same time, Kaiser provided Investor A’s representatives with
the Purchase Order, but did not provide them with or disclose the existence of the Agreement.

32. On October 17, 2012, AirTouch received the loan of $2 million from
Investor A in exchange for a warrant to purchase its common stock.

33.  On October 19, 2012, Kanakubo approved a $15,000 bonus payment to
Kaiser for his work on raising capital. The same day, Kanakubo authorized a $15,000 payment to
himself in connection with unused vacation time.



34, Kanakubo and Kaiser knew, or were reckless in not knowing, that their
statements to Investor A concerning revenues from the Florida Entity were materially false and
misleading.

35.  Kanakubo and Kaiser also failed to act with reasonable care because
they did not ensure that Investor A was provided with all material information necessary to make
their statements to him concerning the inventory shipped to the Florida Entity not misleading.

36.  The false and misleading statements and omissions to Investor A occurred
in the offer or sale of, and in connection with the purchase or sale of, securities.

37. Kanakubo’s and Kaiser’s false and misleading statements to Investor A, and
their failure to disclose the terms of the Agreement, were material. Kanakubo’s and Kaiser’s
statements to Investor A, and the terms of the Agreement, would have been viewed by a reasonable
investor as significantly altering the total mix of available information because, among other
reasons, AirTouch had not sold any of the inventory warehoused with the Florida Entity to the
Mexican Entity, and thus had no basis to represent that it expected to collect revenue from the
Florida Entity.

38. Kanakubo and Kaiser persuaded Investor A over several months into
loaning AirTouch $2 million based on a distorted view of AirTouch’s financial relationships with
the Mexican Entity and the Florida Entity. They led Investor A to believe that AirTouch would
receive a substantial financial commitment from the Mexican Entity, which would then provide
AirTouch with sufficient cash flow for AirTouch to service and repay the loan. These inducements
by Kanakubo and Kaiser, along with other deceptive conduct, contributed to an offering fraud
scheme and a fraudulent transaction.

39. Because of Kanakubo’s and Kaiser’s positions as AirTouch’s senior
management, their scienter and their negligence are attributable to AirTouch.

40.  Atall relevant times, Kanakubo and Kaiser were the company’s principal
officers; there were the members of management in charge of AirTouch’s day-to-day management,
policies, and operations; and they were responsible for negotiating with Investor A, providing
Investor A with due diligence materials, and for preparing and signing AirTouch’s SEC filings.

3. AirTouch’s Restatement

41. In January 2013, AirTouch’s board of directors commenced an internal
investigation concerning the net revenues reported in the Form 10-Q for the third quarter of 2012.

42.  AirTouch’s board of directors and its outside auditor subsequently received
the Agreement, and determined to restate reported revenues for the third quarter of 2012.

43, AirToueh filed a Form 8-K on February 7, 2013, announcing errors in
revenue recognition and the intention to file an amended Form 10-Q. No amended Form 10-Q has
been filed.




Violations

44,  Asaresult of the conduct described above, Respondent Kaiser willfully
violated Section 17(a) of the Securities Act and Section 10(b) of the Exchange Act and Rule 10b-5
thereunder, which prohibit fraudulent conduct in the offer and sale of securities and in connection
with the purchase or sale of securities.

Iv.

In view of the foregoing, the Commission deems it appropriate, in the public interest to
impose the sanctions agreed to in Respondent Kaiser’s Offer.

Accordingly, it is hereby ORDERED that:

A Respondent Kaiser shall cease and desist from committing or causing any violations
and any future violations of Section 17(a) of the Securities Act and Sections 10(b) of the Exchange
Act and Rule 10b-5 thereunder.

B. Respondent Kaiser is prohibited, pursuant to Section 8 A(f) of the Securities Act and
Section 21C(f) of the Exchange Act, for ten years following the date of entry of this Order, from
acting as an officer or director of any issuer that has a class of securities registered pursuant to
Section 12 of the Exchange Act or that is required to file reports pursuant to Section 15(d) of the
Exchange Act.

C. Respondent Kaiser is denied the privilege of appearing or practicing before the
Commission as an accountant.

D.  After ten years from the date of this Order, Respondent Kaiser may request that the
Commission consider his reinstatement by submitting an application (attention: Office of the Chief
Accountant) to resume appearing or practicing before the Commission as:

1. a preparer or reviewer, or a person responsible for the preparation or review,
of any public company’s financial statements that are filed with the
Commission. Such an application must satisfy the Commission that
Respondent Kaiser’s work in his practice before the Commission will be
reviewed either by the independent audit committee of the public company
for which he works or in some other acceptable manner, as long as he
practices before the Commission in this capacity; and/or

2. an independent accountant. Such an application must satisfy the
Commission that:

(a) Respondent Kaiser, or the public accounting firm with which he is
associated, is registered with the Public Company Accounting
Oversight Board (“Board”) in accordance with the Sarbanes-Oxley
Act of 2002, and such registration continues to be effective;

(b) Respondent Kaiser, or the registered public accounting firm with



which he is associated, has been inspected by the Board and that
inspection did not identify any criticisms of or potential defects in
his or the firm’s quality control system that would indicate that he
will not receive appropriate supervision;

(c) Respondent Kaiser has resolved all disciplinary issues with the
Board, and has complied with all terms and conditions of any
sanctions imposed by the Board (other than reinstatement by the
Commission); and

(d) Respondent Kaiser acknowledges his responsibility, as long as he
appears or practices before the Commission as an independent
accountant, to comply with all requirements of the Commission and
the Board, including, but not limited to, all requirements relating to
registration, inspections, concurting partner reviews and quality
control standards.

R

E. The Commission will consider an application by Respondent Kaiser to resume
appearing or practicing before the Commission provided that his state CPA license is current and
he has resolved all other disciplinary issues with the applicable state boards of accountancy.
However, if state licensure is dependent on reinstatement by the Commission, the Commission will
consider an application on its other merits. The Commission’s review may include consideration
of, in addition to the matters referenced above, any other matters relating to Respondent Kaiser’s
character, integrity, professional conduct, or qualifications to appear or practice before the
Commission.

F. Respondent Kaiser shall, within 365 days of the entry of this Order, pay a civil
money penalty in the amount of $60,000 to the Securities and Exchange Commission for transfer
to the general fund of United States Treasury in accordance with Section 21F(g)(3) of the
Exchange Act If timely payment is not made, the entire outstanding balance of civil penalties,
plus any additional interest accrued pursuant to 31 U.S.C. 3717, shall be due and payable
immediately, without further application. Payment must be made in one of the following ways:

g} Respondent Kaiser may transmit payment electronically to the Commission,
which will provide detailed ACH transfer/Fedwire instructions upon
request;

2 Respondent Kaiser may make direct payment from a bank account via
Pay.gov through the SEC website at
http://www.sec.gov/about/offices/ofm.htm; or

3) Respondent Kaiser may pay by certified check, bank cashier’s check, or
United States postal money order, made payable to the Securities and
Exchange Commission and hand-delivered or mailed to:



http://www.sec.gov/about/offices/ofm.htm

Enterprise Services Center
Accounts Receivable Branch

HQ Bldg., Room 181, AMZ-341
6500 South MacArthur Boulevard
Oklahoma City, OK 73169

Payments by check or money order must be accompanied by a cover letter identifying
Kaiser as a Respondent in these proceedings, and the file number of these proceedings; a copy of
the cover letter and check or money order must be sent to Diana Tani, Assistant Regional Director,
Enforcement, Securities and Exchange Commission, Los Angeles Regional Office, 444 South
Flower St., Suite 900, Los Angeles, CA 90071.

G. Respondent Kaiser shall, within 365 days of the entry of this Order, pay
disgorgement of $15,000, which represents profits gained as a result of the conduct described
herein, to the Securities and Exchange Commission for transfer to the general fund of the United
States Treasury in accordance with Section 21F(g)(3) of the Exchange Act. If timely payment is
not made, any interest accrued pursuant to SEC Rule of Practice 600, shall be due and payable
immediately, without further application. Payment must be made in one of the following ways:

(1) Respondent Kaiser may transmit payment electronically to the Commission,
which will provide detailed ACH transfer/Fedwire instructions upon
request;

2) Respondent Kaiser may make direct payment from a bank account via
Pay.gov through the SEC website at
http://www.sec.gov/about/offices/ofm.htm; or

3) Respondent Kaiser may pay by certified éheck, bank cashier’s check, or
United States postal money order, made payable to the Securities and
Exchange Commission and hand-delivered or mailed to:

Enterprise Services Center
Accounts Receivable Branch

HQ Bldg., Room 181, AMZ-341
6500 South MacArthur Boulevard
Oklahoma City, OK 73169

Payments by check or money order must be accompanied by a cover letter identifying
Kaiser as a Respondent in these proceedings, and the file number of these proceedings; a copy of
the cover letter and check or money order must be sent to Diana Tani, Assistant Regional Director,
Enforcement, Securities and Exchange Commission, Los Angeles Regional Office, 444 South
Flower St., Suite 900, Los Angeles, CA 90071.

V.

It is further Ordered that, solely for purposes of exceptions to discharge set forth in Section
523 of the Bankruptcy Code, 11 U.S.C. §523, the findings in this Order are true and admitted by
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Respondent Kaiser, and further, any debt for disgorgement, prejudgment interest, civil penalty or
other amounts due by Respondent Kaiser under this Order or any other judgment, order, consent
order, decree or settlement agreement entered in connection with this proceeding, is a debt for the
violation by Respondent Kaiser of the federal securities laws or any regulation or order issued
under such laws, as set forth in Section 523(a)(19) of the Bankruptcy Code, 11 U.S.C. §523(a)(19).

By the Commission.

Brent J. Fields
Secretary

By:(Jill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74696 / April 9, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16482

ORDER INSTITUTING CEASE-AND-
In the Matter of DESIST PROCEEDINGS PURSUANT TO
' SECTION 21C OF THE SECURITIES
Molex Incorporated EXCHANGE ACT OF 1934, MAKING
FINDINGS, AND IMPOSING A CEASE-
Respondent. AND-DESIST ORDER
L

The Securities and Exchange Commission (“Commission”) deems it appropriate that cease-
and-desist proceedings be, and hereby are, instituted pursuant to Section 21C of the Securities
Exchange Act of 1934 (“Exchange Act”), against Molex Incorporated (“Molex” or “Respondent”).

IL

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”), which the Commission has determined to accept. Solely for the
" purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over it and the subject matter of these
proceedings, which are admitted, Respondent consents to the entry of this Order Instituting Cease-
and-Desist Proceedings Pursuant to Section 21C of the Securities Exchange Act of 1934, Making
Findings, and Imposing a Cease-and-Desist Order (“Order”), as set forth below.

g of 7/
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On the basis of this Order and Respondent’s Offer, the Commission finds' that:

Summary

1. From at least 1989 to April 2010, Katsuichi Fusamae, a senior finance employee and
controller at Molex Japan Co., Ltd. (“Molex Japan™), the Japanese subsidiary of the U.S.-based
public company Molex Incorporated (“Molex™), engaged in a financial fraud that spanned more
than 20 years and resulted in losses to Molex in excess of $200-million. Fusamae was responsible
for investing Molex Japan’s excess cash in conservative investments such as treasuries and
commercial paper. Beginning in at least the late 1980s, Fusamae invested Molex Japan’s cash in
riskier investments contrary to Molex policy. For years, Fusamae engaged in risky equity trading,
including margin trading, and suffered massive trading losses in excess of $110 million. In order to
conceal his unauthorized trading and the associated losses and in an attempt to recover the losses,
Fusamae caused Molex Japan to enter into a series of unauthorized borrowings whereby Fusamae
used the loan proceeds to replenish the diminished trading accounts. At its peak, Fusamae had
accumulated approximately $222 million of unauthorized loans. As a result of Fusamae’s scheme,
Molex filed materially misstated financial statements with the Commission over several years that
failed to account for Molex Japan’s trading losses and loans. Also as a result of the scheme, Molex
and Molex Japan failed to make and keep accurate books and records reflecting Molex Japan’s
trading and borrowings. Fusamae falsified certain records related to Molex’s accounts, including
account reconciliations and year-end bank confirmation letters provided to outside auditors.
Fusamae’s scheme also exposed several deficiencies in Molex Japan’s internal controls, which
prevented the company from identifying and stopping the scheme. In fact, Molex did not discover
Fusamae’s scheme until he stopped showing up to work and sent a confession letter to the company
in April 2010. As a result of this combination of factors, Fusamae successfully concealed his
trading losses and the unauthorized borrowings for more than two decades.

Respondent

2. Molex Incorporated, a Delaware corporation headquartered in Lisle, Illinois,
designs, manufactures, and sells electronic components. Until December 2013, Molex’s common
stock was registered with the Commission under Section 12(b) of Exchange Act and traded on the
NASDAQ. On December 9, 2013, all of Molex’s outstanding shares were acquired by a private
corporation, and Molex’s common stock was delisted.

The findings herein are made pursuant to Respondent’s Offer of Settlement and are not
binding on any other person or entity in this or any other proceeding.




Other Relevant Entities/Persons

3. Molex Japan Co., Ltd., a Japanese corporation headquartered in Yamato, Japan, is a
wholly-owned subsidiary of Molex. Molex Japan has historically been Molex’s largest and most
profitable foreign subsidiary. During the relevant period, Molex Japan’s financial statements were
incorporated into Molex’s consolidated financial statements filed with the Commission on Molex’s
Forms 10-K and 10-Q.

4. Katsuichi Fusamae, age 68, is a Japanese citizen who resides in Kanagawa, Japan.
Fusamae was an employee of Molex Japan’s financial group from July 1975 to April 2010.
Beginning in at least 2003, Fusamae was Molex Japan’s controller. Fusamae has been
unemployed since April 2010.

Fusamae’s Scheme

5. Beginning in at least the late 1980s and continuing until April 2010, Katsuichi
Fusamae, a senior finance employee and controller of Molex Japan, engaged in a financial fraud
that resulted in losses in excess of $200-million. Fusamae engaged in unauthorized trading in the
company’s brokerage accounts, concealed massive trading losses by taking out unauthorized and
undisclosed loans in the company’s name, and manipulated Molex Japan’s accounting records to
avoid detection. :

6. Fusamae’s responsibilities included investing Molex Japan’s excess cash. Molex
restricted cash investments for all of its entities, including Molex Japan, to certificates of deposit,
government treasury bills, European currency deposits, and prime corporate paper. However,
beginning in at least the late 1980s, Fusamae began investing the company’s excess cash in riskier
securities, including substantial trading of equities on margin. No one at Molex or Molex Japan
authorized Fusamae to engage in the riskier trading, nor were they aware of his trading activities.

7. Shortly after Fusamae began his unauthorized trading, Molex Japan began suffering
substantial losses on Fusamae’s investments. Initially, Fusamae concealed the trading losses in the
Molex Japan brokerage accounts by borrowing money in Molex Japan’s name from Molex Japan’s
broker-dealers and moving the borrowed funds into the brokerage accounts temporarily at the end
of each fiscal year. By doing so, Fusamae was able to provide auditors with account statements
with values that matched the brokerage account balances on Molex Japan’s books. Fusamae also
had the banks and brokerage firms from which he borrowed funds send their year-end balance
confirmation letters directly to him. Fusamae then would manually alter the letters and return them
to Molex Japan’s outside auditors in the original envelope. Fusamae continued to trade with
borrowed funds, including margin trading, in an attempt to recover his losses, but instead he
compounded the losses.

8. As the losses in Molex Japan’s brokerage accounts mounted, the loans from the
broker-dealers were insufficient to conceal the losses, and Fusamae began taking out unauthorized
and undisclosed loans in Molex Japan’s name from several Japanese banks. At its peak, the
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amount of Molex Japan’s outstanding unauthorized and undisclosed loans totaled approximately
$222 million.

9. In April 2010, Fusamae was unable to secure additional funds to conceal his
unauthorized and undisclosed trading and borrowing. He stopped showing up for work and sent
a confession letter to Molex Japan’s office. Molex Japan terminated Fusamae shortly thereafter.

10. At the time Fusamae confessed to the scheme, the outstanding balance of the
unauthorized loans totaled $172.8 million. In total, Fusamae’s scheme caused losses of
approximately $201.9 million, which consisted primarily of $118.8 million in unauthorized trading
losses, interest expense on his unauthorized loans, and approximately $20.5 million of unaccounted
for loan proceeds from Fusamae’s unauthorized borrowing.

Molex’s Inaccurate Periodic Reports

i1. Fusamae’s concealment of his trading losses and unauthorized loans had a material
impact on Molex’s financial statements. Molex Japan never accounted for these loans and trading
losses in its financial statements, which were incorporated into Molex’s consolidated financial
statements filed with the Commission on Forms 10-K and 10-Q. As a result, Molex filed misstated
financial statements throughout the duration of the scheme. Molex’s periodic reports lacked any
disclosure of Fusamae’s unauthorized activities, their effect on Molex’s financial position, or of
Fusamae’s scheme generally.

12. On August 3, 2010, after learning of Fusamae’s scheme, Molex recorded
cumulative net losses of $201.9 million and restated its fiscal 2008 and 2009 consolidated
financial statements as well as the results for the first three quarters of fiscal 2010. The after tax
effect of these charges was approximately $128.7 million, which reduced Molex’s total
stockholder equity by approximately 6% as of June 30, 2010. Molex recognized these losses
primarily as a charge to 2008 retained earnings for the losses that pre-dated 2008. For the
restated years, Molex recognized losses of $4.7 million in 2008, $2.7 million in 2009, and $26.9
million in 2010 relating to Fusamae’s scheme.

Molex’s Failure to Make and Keep Accurate Books and Records

13. From at least 1989 to 2010, Molex failed to make and keep accurate books and
records reflecting all of Molex Japan’s financial transactions, which ultimately resulted in Molex
misstating its financial position during this period. In particular, Molex Japan never recorded its
trading losses in its accounting records, nor did it record the borrowings in its accounting records.

14. Fusamae took actions to ensure that Molex Japan’s accounting records never
reflected his unauthorized activities. For example, Fusamae recorded unauthorized loans in
dormant Molex Japan general ledger accounts that were no longer in use and had no current
legitimate activity. Molex and Molex Japan failed to capture the activity in these dormant accounts




in their financial statements, and therefore their accounting books and records did not accurately
capture Molex Japan’s financial position.

15. Molex Japan also had no records of account reconciliations for the unauthorized
accounts at any time, and also had no records of reconciliations for authorized accounts for the
period late 2009 through April 2010. While Molex Japan had records of bank reconciliations on
authorized accounts between 2006 and late 2009, these records were at times incomplete. In
addition, at certain times, Fusamae created false reconciliations for internal and external auditors
that disguised the unauthorized loans as legitimate business activity.

Molex’s Internal Control Failures

16. . Fusamae’s scheme went undetected for more than twenty years due in part to
Molex’s failure to devise and maintain a system of internal accounting controls sufficient to
provide reasonable assurances that transactions for all of its consolidated entities were authorized
and properly recorded and that access to its consolidated companies’ assets was permitted only in
accordance with management’s authorization.

17. For example, Molex Japan lacked adequate internal controls relating to the use of
its official corporate seal (also called a “chop”). In Japan, companies use corporate seals to stamp
documents to signify that the company has authorized a particular transaction.  Throughout
Fusamae’s scheme, Molex Japan’s human resources director controlled the company seal.
Additionally, Fusamae was an “acting approver” of the use of the seal when the human resources
director was unavailable. At Fusamae’s request, the human resources director, who had no
knowledge of Molex Japan’s banking relationships or borrowings, stamped numerous bank
documents with the Molex Japan seal without reading or understanding the documents or
confirming that the banking transactions were properly authorized.

18.  From 1996 to at least 2010, Fusamae used the Molex Japan seal to take out
numerous loans in Molex Japan’s name from five different Japanese banks, with no controls in
place to provide reasonable assurances that the loans were authorized or properly recorded in
Molex Japan’s books and records. In his confession letter, Fusamae explained: “Many big
companies use dedicated seal for bank transaction, different from the company’s. official seal,
and it is controlled by the person who fully understand the bank transaction. In my case, I could
use the bank seal freely and I made all the transactions on my own judgment.” '

19. Molex Japan also lacked sufficient internal controls to protect the company’s assets,
including the title deeds for the company’s real estate. Molex Japan kept the title deeds for its real
estate in a safe in its accounting department. The accounting department employees unlocked
the safe every moming so they could remove petty cash stored in the safe. The safe door
remained open all day and the accounting department employees locked it again at the close of
the business day. Fusamae’s desk was in the accounting department and therefore each day he
had unfettered access to the unlocked safe and the real estate deeds stored inside it. On several
occasions, Fusamae removed the real estate deeds for Molex Japan’s manufacturing facilities
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from the safe and pledged them as security for some of the unauthorized and undisclosed loans.
Fusamae’s ability to access and pledge company title deeds without any security measures in
place to prevent removal and misuse of those deeds enabled him to borrow a far greater amount
than otherwise, and to continue his scheme. ’

20.  Molex Japan also had inadequate internal controls relating to the division of labor
in the accounting department, and Fusamae was able to conceal his unauthorized trading and
borrowing by monopolizing the flow of information from the banks and broker-dealers where
Molex Japan had accounts. During the entirety of his scheme, Fusamae was the sole contact
with the banks and broker-dealers where Molex Japan had accounts, and Molex Japan allowed
Fusamae to be the sole recipient of the bank and brokerage records for all of Molex Japan’s
accounts. As a result, no one in Molex Japan’s accounting department was in a position to notice
the trading losses or unauthorized borrowings.

21.  Fusamae was also able to take sole control over the account reconciliation
process. Account reconciliations were supposed to be prepared by another member of Molex
Japan’s accounting department, subject to Fusamae’s review and approval. In practice, however,
Fusamae took over the reconciliation responsibilities and either did not prepare them or prepared
false reconciliations when required. Since the reconciliation process did not involve any other
individuals, no one detected the irregularities in Molex Japan’s accounts. Fusamae was
permitted to dominate all aspects of these accounting processes for multiple years, and Molex
Japan did not take any steps to ensure that others were involved as a check on Fusamae.

22.  In addition, Molex Japan lacked internal controls designed to prevent employees
from accessing closed or dormant general ledger accounts, or to provide reasonable assurances
that any activity in such accounts was reflected in Molex Japan’s financial statements.
Throughout Fusamae’s scheme, Molex Japan had in its general ledger a number of bank-related
accounts that had no current authorized function. Fusamae used the dormant general ledger
accounts to “park” the proceeds from unauthorized loans until he could transfer the funds to
other accounts to cover up his trading losses or to balance out other accounts. Molex Japan
neglected to perform reviews of any dormant general ledger accounts to confirm there was no
activity in them and had no processes in place to provide reasonable assurances that any activity
in those accounts was captured in the financial statements. As a result, Molex and Molex Japan
failed to detect that Fusamae was using the dormant general ledger accounts to conceal his
unauthorized activities and to replenish Molex Japan’s active accounts as needed.

.23.  Finally, Molex’s internal audit function was ineffective and failed to perform its
responsibilities with respect to Molex Japan. At several points during the scheme, Fusamae was
able to manipulate the internal auditors in Japan to either ignore incomplete accounting records

such as missing account reconciliations, or to rely on documents prepared by Fusamae without
~ independent verification from other sources.




Violations -

24.  As aresult of the conduct described above, Molex violated Section 13(a) of the
Exchange Act and Rules 13a-1, 13a-13, and 12b-20 thereunder, which require every issuer of a
security registered under Section 12 of the Exchange Act to file with the Commission accurate
annual and quarterly reports, and mandate that periodic reports contain such further matenal
information as may be necessary to make the required statements not misleading.

25.  Also as a result of the conduct described above, Molex violated Section 13(b)(2)(A)
of the Exchange Act, which requires reporting companies to make and keep books, records, and
accounts which, in reasonable detail, accurately and fairly reflect their transactions and dispositions
of their assets. '

26. Lastly, as a result of the conduct described above, Molex violated Sections
13(b)(2)(B) of the Exchange Act, which requires all reporting companies to devise and maintain a
system of internal accounting controls sufficient to provide reasonable assurances that transactions
are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles.

Molex’s Remedial Efforts

27.  In determining to accept the Offer, the Commission considered remedial acts
promptly undertaken by Respondent and cooperation afforded the Commission staff.

28.  Since 2010, Molex and Molex Japan have taken numerous steps in an effort to
improve the companies’ internal controls. For example, Molex Japan now has two company
seals: one for banking transactions and one for all other transactions. Further, instead of having a
human resources employee control the company seals, Molex Japan’s seals are now controlled
by a member the Molex legal department who reports directly to Molex’s General Counsel, who
is also a member of the Molex global management team with an understanding of the company’s
finances and banking needs.

29.  Molex has also implemented new procedures with respect to the company’s bank
account reconciliation process and management of general ledgers. In particular, Molex’s
internal audit department has developed a continuous monitoring process for account
reconciliations globally, which allows corporate finance and internal audit to access electronic
copies of the reconciliations completed on a monthly basis. The electronic account
reconciliations include supporting documentation that is available for review by Molex Japan’s
management, Molex’s internal audit team, corporate finance management, and Molex’s outside
auditors. Molex and its subsidiaries are now required by corporate policy to create monthly
account reconciliations and maintain those reconciliations in the accounting records. Molex has
also closed or otherwise restricted employee access to old, unused, or dormant general ledger
accounts.




30.  To address what Molex determined to be a problematic culture of deference to
superiors at Molex Japan, Molex terminated Fusamae and Molex Japan’s vice president of
finance, who supervised Fusamae during the latter part of the scheme, and transferred Molex’s
chief accounting officer to Japan to more closely oversee the subsidiary’s operations.

IV.

In view of the foregoing, the Commission deems it appropriate to impose the sanctions
agreed to in Respondent Molex’s Offer.

Accordingly, it is hereby ORDERED that:

A. Pursuant to Section 21C of the Exchange Act, Respondent Molex cease and desist
from committing or causing any violations and any future violations of Sections 13(a), 13(b)(2)(A),
and 13(b)(2)(B) of the Exchange Act and Rules 12b-20, 13a-1, and 13a-13 thereunder.

By the Commission.

Brent J. Fields
Secretary




SECURITIES AND EXCHANGE COMMISSION
(Release No. 34-74713; File No. SR-OCC-2014-811)

April 10, 2015
Self-Regulatory Organizations; The Options Clearing Corporation; Notice of
Filing of Amendment No. 2 to an Advance Notice Concerning the Monthly
Resizing of the Clearing Fund and the Addition of Financial Resources

Pursuant to Section 806(e)(1) of Title VIII of the Dodd-Frank Wall Street Reform
and Consumer Protection Act, entitled the Payment, Clearing, and Settlerﬁent
Supervision Act of 2010" (“Payment, Clearing and Settlement Supervision Act”) and
| Rule 19b-4(n)(1)(i) under the Securities Exchange Act of 1934 (“Exchange Act”),? notice
is hereby given that on March 4, 2015, The Options Clearing Corporation (“OCC”) filed
with the Securities and Exchange Commission (“Commission”) Amendment no. 2 to the
advance notice (“Amendment No. 2”) as described in Items I, II and III below, which Items |
have been prepared by OCC. On December 1, 2014, OCC originally filed the advance
notice with the Commission.. On December 16, 2014, OCC filed Amendment No.1 to
the advance notice (“Amendment No. 17), which amended and replaced, in its entirety,

the advance notice as originally filed on Deéembe_r 1,20143 Amendment No. 1 to the

advance notice was published for comment in the Federal Register on January 26, 2015.*

! 12 U.S.C. 5465(e)(1).
2 17 CFR 240.19b-4(n)(1)(i).

3 In Amendment No. 1, OCC amended the advance notice to include the Monthly
Clearing Fund Sizing Procedure and the Financial Resource Monitoring and Call
Procedure as exhibits to the filing, both defined hereinafter, as Exhibit 5A and
Exhibit 5B, respectively. OCC has requested confidential treatment for Exhibit
5A, Exhibit 5B, and Exhibit 5C, referred to hereinafter, pursuant to Exchange Act
Rule 24b-2.

4 Securities Exchange Act Release No. 74091 (January 20, 2015), 80 FR 4001
(January 26, 2015) (File No. SR-OCC-2014-811). OCC also filed the proposal
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The Commission did not receive any comments on Amendment No. 1 to the advance
notice. Amendment No. 2 to the advance notice amends and replaces, in its entirety,
Amendment No. 1 to the advance notice. The Commission is publishing this notice to
solicit comments on Amendment No. 2 from interested persons.

I. Clearing Agency’s Statement of the Terms of Substance of the Advance Notice

This advance notice is filed by OCC in connection with OCC’s proposal to
establish procedures regarding the monthly resizing of its Clearing Fund and the addition
of financial resources through intra-day margin calls and/or an intra-month increase of
the Clearing Fund to ensure that it maintains adequate financial resources in the event of
a default of a Clearing Member or group of affiliated Clearing Members presenting the
largest exposure to OCC.

This Amendment No. 2 to SR-OCC-2014-811 (SR-OCC-2014-811 is hereinafter
defined as the “Filing”) amends and replaces in its entirety the Filing as originally
submitted on December 1, 2014, and amended on December 16, 2014. The purpose of
. this Amendment No. 2 is to clarify the operation of a Margin Call Event in the period of
- time between the calculation of the next month’s Clearing Fund Sizing and the collection
of the funds pursuant to the Clearing Fund Sizing. Specifically, the amendment clarifies
that: (i) funds deposited by a clearing member pursuant to a Margin Call Event are
considered in aggregate with other funds remaining on deposit with OCC by the same

Clearing Member pursuant to a separate Margin Call Event within the same monthly

contained in the advance notice, and Amendment No. 1 thereto, as a proposed rule
change, and subsequent amendment no. 1 thereto, under Section 19(b)(1) of the
Exchange Act and Rule 19b-4 thereunder. See Securities Exchange Act Release
No. 73853 (December 16, 2014), 79 FR 76417 (December 22, 2014) (File No.
SR-OCC-2014-22). The Commission did not receive any comments on the
proposed rule change.




period, as applicable; and (ii) funds deposited by a clearing member pursuant to a Margin
Call Event(s) may not be withdrawn until OCC collects all funds to satisfy the next
regular monthly Clearing Fund resizing. OCC is also proposing amendments that clarify
the definition of “Financial Resources” within the Filing. A restated description of the
purpose of the proposed rule change is below. In addition, conforming changes were
made to Exhibit 5B, the Financial Resources Monitoring and Call Procedure, which is
attached hereto. Further, OCC is proposing to add the Clearing Fund Intra-Month Re-
Sizing Procedure, as Exhibit 5C to the Filing, through this Amendment No. 2. The
Clearing Fund Intra-Month Re-Sizing Procedure would provide additional clarity
regarding the resizing process discussed above.

IL Clearing Agency’s Statement of the Purpose of, and Statutory Basis for, the
Advance Notice '

In its filing with the Commission, OCC included statements concerning the
purpose of and basis for the advance notice and discussed any comments it received on
the advance notice. The text of these statements may be examined at the places specified
in Item IV below. OCC has prepared summaries, set foﬁh in sections (A) and (B) below,
of the most significant .aspects of these statements.

(A)  Clearing Agency’s Statement on Comments on the Advance Notice
Received from Members, Participants or Others

Written comments on the advance notice were not and are not intended to be
solicited with respect to the advance notice and none have been received.

(B)  Advance Notices Filed Pursuant to Section 806(¢e) of the Payment,
Clearing and Settlement Supervision Act

The proposed change would establish new procedures regarding the monthly

resizing of the Clearing Fund and the addition of financial resources through intra-day
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margin calls and/or an intra-month increase of the Clearing Fund to ensure that OCC .

maintains adequate Financial Resources in the event of a default of a Clearing Member or
group of affiliated Clearing Members presenting the largest exposure to OCC.

PURPOSE OF THE PROPOSED CHANGE

The proposed change is intended to describe the situations in which OCC would
exercise authority under its Rules to ensure that it maintains adequate Financial
Resources’ in the event that stress tests reveal a default of the Clearing Member or
Clearing Member Group6 presenting the largest exposure would threaten the then-current
Financial Resources. This proposed change would establish procedures governing: (1)
OCC’s resizing of the Clearing Fund on a monthly basis pursuant to Rule 1001(a) (the
“Monthly Clearing Fund Sizing Procedure”); and (ii) the addition of Financial Resources

through an intra-day margin call on one or more Clearing Members under Rule 609 and,

if necessary, an intra-month increase of the Clearing Fund pursuant to Rule 1001(a) (the
“Financial Resource Monitoring and Call Procedure™).” The Monthly Clearing Fund

Sizing Procedure would permit OCC to determine the size of the Clearing Fund by

> “Financial Resources™ means, with respect to a projected loss attributable to a

particular Clearing Member or Clearing Member Group, as defined below, the
sum of the margin deposits (less any excess margin a Clearing Member or
Clearing Member Group may have on deposit at OCC) and deposits in lieu of
margin in respect of such Clearing Members’ or Clearing Member Groups’
accounts, and the value of OCC’s Clearing Fund, including both the Base
Amount, as defined below, and the prudential margin of safety, as discussed
below.

“Clearing Member Group” means a Clearing Member and any affiliated entities
that control, are controlled by or are under common control with such Clearing
Member. See OCC By-Laws, Article I, Sections 1.C.(15) and 1.M(11).

This advance notice filing has also been filed as a proposed rule change (SR-
0OCC-2014-22). .




relying on a broader range of sound risk management practices than those historically
used under Rule 1001 (a).8 The Financial Resource Monitoring and Call Procedure would
require OCC to collect additional Financial Resources in certain circumstances, establish
how OCC calculates and collects such resources and provide the timing by which such
resources would be required to be deposited by Clearing Members.
Background

OCC monitors the sufficiency of the Clearing Fund on a daily basis but, prior to
emergency action taken on October 15, 2014,” OCC had no express authority to increase
the size of the Clearing Fund on an intra»moﬁth basis.'® During ordinary course daily
~monitoring on October 15, 2014, and as a result of increased volatility in the financial
markets in October 2014, OCC determined that the Financial Resources needed to cover

the potential loss associated with a default of the Clearing Member or Clearing Member

The procedures described herein would be in effect until the development of a
new standard Clearing Fund sizing methodology. Following such development,
which will include a quantitative approach to calculating the “prudential margin
of safety,” as discussed below, OCC will file a separate rule change and advance
notice with the Commission that will include a description of the new
methodology as well as a revised Monthly Clearing Fund Sizing Procedure.

On October 16, 2014, OCC filed an emergency notice with the Commission to
suspend the effectiveness of the second sentence of Rule 1001(a). See Securities
Exchange Act Release No. 73579 (November 12, 2014), 79 FR 68747 (November
18,2014) (SR-OCC-2014-807). On November 13, 2014, OCC filed SR-OCC-
2014-21 with the Commission to delete the second sentence of Rule 1001(a),
preserving the suspended effectiveness of that sentence until such time as the
Commission approves or disapproves SR-OCC-2014-21. See Securities
Exchange Act Release No. 73685 (November 25, 2014), 79 FR 71479 (December
2,2014), (SR-OCC-2014-21). '

10 See OCC Rule 1001(a).



Group presenting the largest exposure could have exceeded the Financial Resources then .

available to apply to such a default.

To permit OCC to increase the size of its Clearing Fund prior to the next monthly
resizing that was scheduled to take place on the first business day of November 2014,
OCC’s Executive Chairman, on October 15, 2014, exercised certain emergency powers
as set forth in Article IX, Section 14 of OCC’s By-Laws'' to waive the effectiveness of
the secohd sentence of Rule 1001(a), which states that OCC will adjust the size of the
Clearing Fund monthly and that any resizing will be based on data from the preceding
month. OCC then filed an emergency notice with the Commission pursuant to Section
806(e)(2) of the Payment, Clearing and Settlement Supervision Act of 2010"? and
increased the Clearing Fund size for the reméinder of October 2014 as otherwise

provided for in the first sentence of Rule 1001(a)." .

Clearing Members were informed of the action taken by the Executive

Chairman'* and the amount of their additional Clearing Fund requirements, which were

OCC also has submitted an advance notice that would provide greater detail
concerning conditions under which OCC would increase the size of the Clearing
Fund intra-month. The change would permit an intra-month increase in the event
that the five-day rolling average of projected draws are 150% or more of the
Clearing Fund’s then current size. See Securities Exchange Act Release No.
72804 (August 11, 2014), 79 FR 48276 (August 15, 2014) (SR-OCC-2014-804).

12 12 U.S.C. 5465(e)(2).

3 See supra, note 10.

14 See Information Memorandum #35397, dated October 16, 2014, available on
OCC’s website, http://www.theocc.com/clearing/clearing-
infomemos/infomemosl.jsp. Clearing members also were informed that a
prudential margin of safety of $1.8 billion would be retained until a new Clearing .

Fund sizing formula has been approved and implemented.
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met without incident. As a result of these actions, OCC’s Clearing Fund for October
2014 was increased by $1.8 billion. In continued reliance on the emergency rule waiver
and in accordance with the first sentence of Rule 1001(a), OCC set the November 2014
Clearing Fund size at $7.8 billion, which included an amount determined by OCC to be
sufficient to protecf OCC against loss under simulated default scenarios (i.e., $6 billion),
plus a prudential margin of safety (the additional $1.8 billion collected in October).”” All
required contributions to the November 2014 Clearing Fund were met by affected
Clearing Members.

Under Article IX, Section 14(c), absent the submission of a proposed rule change
to the Commission seeking approval of OCC’s waiver of the provisions of the second
sentence of Rule 1001(a), such waiver would not be permitted to continue for more than
thirty calendar days from the date thereof.'® Accordingly, on November 13, 2014, OCC
submittedlSR-OCC-2014-21 to delete the second sentence of Rule 1001(a) and, by the
terms of Article IX, Section 14(c), preserve the suspended effectiveness of the second
sentence of Rule 1001(a) beyond thirty calendar days.!’

SR-OCC-2014-21 was submitted in part to permit OCC to determine the size of
its Clearing Fund by relying on a broader range of sound risk management practices than

considered in basing such size on the average daily calculations under Rule 1001(a) that

15 See Information Memorandum # 35507, dated October 31, 2014, vavailable on
OCC’s website, http://www.theocc.com/clearing/clearing-
infomemos/infomemos|1.jsp.

16 See OCC By-Laws, Article IX, Section 14(c).

17 See supra,note 10. OCC also submitted this proposed rule change to the

Commodity Futures Trading Commission.
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are performed during the preceding calendar month. The Monthly Clearing Fund Sizing
Procedure, as described below, is based on such broader risk management practices and
establishes the procedures OCC would use to determine the size of the Clearing Fund on
a monthly basis. Similarly, SR-OCC-2014-21 was submitted in part to permit OCC to
resize the Clearing Fund more frequently than monthly when the circumstances warrant
an increase of the Clearing Fund. The Financial Resource Monitoring and Call
Procedure, as described below, establishes the procedures that OCC would use to add
Financial Resources through an intra-day margiﬁ call on one or more Clearing Members
under Rule 609 and, if necessary, an intra-month increase of the Clearing Fund pursuant
to Rule 1001(a)."®
Monthly Clearing Fund Sizing Procedure

Under the Monthly Clearing Fund Sizing Procedure, OCC would continue to
calculate the size of the Clearing Fund based on its daily stress test exposures under
simulated default scenarios as described in the first sentence of Rule 1001(a) and resize
the Clearing Fund on the first business day of each month. However, instead of resizing
the Clearing Fund based on the average of the daily calculations during the preceding
calendar month, as stated in the suspended second sentence of Rule 1001, OCC would
resize the Clearing Fund so that it is the sum of: (i) an amount equal to the peak five-day
rolling average of Clearing Fund draws observed over the preceding three calendar

months of daily idiosyncratic default and minor systemic default scenario calculations

18 As noted in SR-OCC-2014-21, OCC would use its intra-month resizing authority
only to increase the size of the Clearing Fund where appropriate, not to decrease
the size of the Clearing Fund.




based on OCC’s daily Monte Carlo simulations (“Base Amount”) and (ii) a prudential
margin of safety determined by OCC and currently set at $1.8 billion."”

OCC believes that the proposed Monthly Clearing Fund Sizing Procedure
provides a sound and prudent approach to ensure that the Financial Resources are
adequate to protect against the largest risk of loss presented by the default of a Clearing
Membér or Clearing Member Group. By virtue of using only the peak five-day rolling
average and by extending the look-back period, the proposed Monthly Clearing Fund
Sizing Procedure is both more responsive to sudden increases in exposure and less
susceptible to recently observed decreases in exposure that would reduce the overall
sizing of the Clearing Fund, thus mitigéting procyclicality.20 Furthermore, the prudential
margin of safety provides an additional buffer to absorb potential future exposures not
previously observed during the look-back period. The proposed Monthly Clearing Fund
Sizing Procedure would be supplemented by the Financial Resource Monitoring and Call
Procedure, described below, to provide further assurance that the Financial Resources are

adequate to protect against such risk of loss.

On a daily basis, OCC computes its exposure under the idiosyncratic and minor
systemic events. The greater of these two exposures is that day’s “peak
exposure.” To calculate the “rolling five day average” OCC computes the
average of the peak exposure for each consecutive five-day period observed over
the prior three-month period. To determine the Base Amount, OCC would use
the largest five-day rolling average observed over the past three-months. This
methodology was used to determine the Base Amount of the Clearing Fund for
November 2014 and December 2014.

20 Considering only the peak exposures is a more conservative methodology that
gives greater weighting to sudden increases in exposure experienced by Clearing
Members, thus enhancing the responsiveness of the procedure to such sudden
increases. By using a longer look-back period, the methodology would respond
more slowly to recently observed decreases in peak exposures.



Financial Resource Monitoring and Call Procedure - ‘

Under the Financial Resource Monitoring and Call Procedure, OCC would use the
same daily idiosyncratic default calculation as under the Monthly Clearing Fund Sizing
Procedure to monitor daily the adequacy of the Financial Resources to withstand a
default by the Clearing Member or Clearing Member Group presenting the largest
exposure under extreme but plausible market conditions.*! If such a daily idiosyncratic
default calculation projected a draw on the Clearing Fund (a “Projected Draw”) that is at
least 75% of the Clearing Fund maintained by OCC, OCC would be required to issue an
intra-day margin call pursuant to Rule 609 against the Clearing Member or Clearing
Member Group that caused such a draw (“Margin Call Event”).* Subject to a limitation
described below, the amount of the margin call would be the difference between the

Projected Draw and the Base Clearing Fund (“Exceedance Above Base Amount”). In the ‘

case of a Clearing Member Group that causes the Exceedance Above Base Amount, the
Exceedance Above Base Amount would be pro-rated among the individual Clearing

Members that compose the Clearing Member Group based on each individual Clearing

21 Since the minor systemic default scenario contemplates two Clearing Members’

simultaneously defaulting and OCC maintains Financial Resources sufficient to
cover a default by a Clearing Member or Clearing Member Group representing
the greatest exposure to OCC, OCC does not use the minor systemic default
scenario to determine the adequacy of the Financial Resources under the Financial
Resource Monitoring and Call Procedure.

22 Rule 609 authorizes OCC to require the deposit of additional margin in any

account at any time during any business day by any Clearing Member for, inter

alia, the protection of OCC, other Clearing Members or the general public.

Clearing Members must meet a required deposit of intra-day margin in

immediately available funds at a time prescribed by OCC or within one hour of

OCC’s issuance of debit settlement instructions against the bank account(s) of the

applicable Clearing Member(s), thereby ensuring the prompt deposit of additional

Financial Resources. .
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Member’s proportionate share of the “total risk™ for such Clearing Member Group as
defined in Rule 1001(b), i.e., the margin requirement with respect to all accounts of the
Clearing Member Group exclusive of the net asset value of the positions in éuch accounts
aggregated across all such accounts. However, in the case of an individual Clearing
Member or a Clearing Member Group, the margin call would be subject to a limitation
under which it could not exceed the lower® of: (a) $500 million, or (b) 100% of a
Clearing Member’s net capital. Such limitation would be measured in aggregate with any
funds remaining on deposit with OCC deposited by the same Clearing Member pursuant
to a Margin Call Event within the same monthly period, as applicable, until collection of
all funds to satisfy the next regular monthly Clearing Fund resizing (the “500/100
Limitation”).2*

Upon satisfaction of the margin call, OCC would use its authority under Rule 608
to preclude the withdrawal of such additional margin amount until it collects all of the
funds determined by the next Monthly Clearing Fund Sizing Procedure. Based on three
years of back testing data, OCC determined that it would have had Maigin Call Events in

10 of the months during this time period. For each of these months, the maximum call

23 “Capping” the intra-day margin call avoids placing a “liquidity squeeze” on the

subject Clearing Member(s) based on exposures presented by a hypothetical stress
test, which would have the potential for causing a default on the intra-day margin
call. Back testing results determined that such calls would have been made
against Clearing Members that are large, well-capitalized firms, with more than
sufficient resources to satisfy the call for additional margin with the proposed
limitations.
o The Risk Committee would be notified, and could take action to address potential
Financial Resource deficiencies, in the event that a Projected Draw resulted ina
Margin Call Event and as a result of the 500/100 Limitation the margin call was
less than the Exceedance Above Base Amount, but the Projected Draw was not so
large as to result in an increase in the Clearing Fund as discussed below.
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amount would have been equal to $500 million, with one exception in which the ‘
maximum call amount for the month was $7.7 million.”* After givihg effect to the intra-
day margin calls, i.e., by increasing the Financial Resources by $500 million, there was
only one Margin Call Event where there was an observed stress test exceedance of the
Financial Resources.

To address this one observed instance, the Financial Resource Monitoring and
Call Procedure also would require OCC to increase the size of the Clearing Fund
(“Clearing Fund Intra-month Increase Event”) if a Projected Draw exceeds 90% of the
Clearing Fund, after applying any funds then on deposit with OCC from the applicable
Clearing Member or Clearing Member Group pursuant to a Margin Call Event. The
amount of such increase (“Clearing Fund Increase”) would be the greater of: (a) $1

billion; or (b) 125% of the difference between (i) the Projected Draw, as reduced by the ‘

deposits resulting from the Margin Call Event and (ii) the Clearing Fund. Each Clearing
Member’s proportionate share of the Clearing Fund Increase would equal its
proportionate share of the variable portion of the Clearing Fund for the month in question
as calculated pursuant to Rulé 1001(b). OCC would notify the Risk Committee of the
Board of Directors (the “Risk Committee”), Clearing Members and appropriate
regulatory authorities of the Clearing Fund Increase on the business day on which the
Clearing Fund Intra-month Increase Event occurred. This ensures that OCC management
maintains authority to address any potential Financial Resource deficiencies when
compared to its Projected Draw estimates. The Risk Committee would then determine

whether the Clearing Fund Increase was sufficient, and would retain authority to increase

25 The back testing analysis performed assumed a single Clearing Member caused .
the exceedance.
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the Clearing Fund Increase or the margin call made pursuant to a Margin Call Event in its
discretion. Clearing Members would be required to meet the call for additional Clearing
Fund assets by 9:00 AM CT on the second business day following the Clearing Fund
Intra-Month Increase Event. OCC believes that this collection process ensures additional
Clearing Fund assets are promptly deposited by Clearing Members follo_wing notice of a
Clearing Fund Increase, while also providing Clearing Members with a reasonable period
of time to source such assets. Based on OCC’s back testing results, after giving effect to
the intra-day margin call in response to a Margin Call Event plus the prudential margin of
safety, the Financial Resources would have been sufficient upon implementing the one
instance of a Clearing Fund Intra-month Increase Event.

OCC believes the Financial Resource Monitoring and Call Procedure strikes a
prudent balance between mutualizing the burden of requiring additional Financial
Resources and requiring the Clearing Member or Clearing Member Group causing the
increased exposure to bear such burden. As noted above, in the event of a Margin Call
Event, OCC limits the margin call until collection of all funds to satisfy the next regular
monthly resizing to an aggregate of $500 million, or 100% of a Clearing Member’s net
capital in order to avoid putting an undue liquidity strain on any one Clearing Member.
However, where a Projected Draw exceeds 90% of OCC’s Clearing Fund, OCC must act
to ensure that it has sufficient Financial Resources, and determined that it should
mutualize the burden of the additional Financial Resources at this threshold through a
Clearing Fund Increase. OCC believes that this balance would provide OCC with

sufficient Financial Resources without increasing the likelihood that its procedures



would, based solely on stress testing results, cause a liquidity strain on any on Clearing
Member that could result in such member’s default.

The following examples illustrate the manner in which the Financial Resource
Monitoring and Call Procedure would be applied. All assume that the Clearing Fund size
is $7.8 billion, $6 billion of which is the Base Amount and $1.8 billion of which is the
prudential margin of safety. The 75% threshold in these examples is $5.85 billion.
Example 1: Single CM

Under OCC’s stress testing the Projected Draw attributable to Clearing Member
ABC, a Clearing Member with no affiliated Clearing Members and net capital of $500
million, is $6.4 billion, or 82% of the Clearing Fund. OCC would make a margin call for
$400 million, which represents the Exceedance Above Base Amount. In this case the
500/100 Limitation would not be applicable because the Exceedance Above Base
Amount is less than $500 million and 100% of the Clearing Member’s net capital. The
Clearing Member would be required to meet the $400 million call within one hour unless
OCC prescribed a different time, and OCC would retain the $400 million until collection
of all the funds to satisfy the next monthly Clearing Fund sizing calculation.

If, on a different day within the same month, CM ABC’s Projected Draw minus
the $400 million already deposited with OCC results in an Exceedance above Base
Amount, another Margin Call Event would be triggered, with the amount currently
deposited with OCC applying toward the 500/ 100 Limitation.

Example 2: Clearing Member Group
Under OCC’s stress testing the Projected Draw attributable to Clearing Member

Group DEF, comprised of two Clearing Members each with net capital of $800 million,
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is $6.2 billion, or 79% of OCC’s Clearing Fund. OCC would initiate a margin céll on
Clearing Member Group DEF for $200 million. The call would be allocated to the two
Clearing Members that compose the Clearing Member Group based on each Clearing
Member’s risk margin allocation. In this case the 500/100 Limitation would not be
applicable because the Exceedance Above Base Amount is less than $500 million and
100% of net capital. The margin call would be required to be met within one hour of the
call unless OCC prescribed a different time. For example, in the case where one Clearing
Member accounts for 75% of the risk margin for the Clearing Member Group, that
Clearing Member would be allocated $150 million of the call and the other Clearing
Member, accounting for 25% of the risk margin for the Clearing Member Group, would
be allocated $50 million of.the call. The funds would remain deposited with OCC until
collection of all the funds to satisfy the next monthly Clearing Fund sizing calculation.
Example 3: Clearing Member Group with $500 million cap

Under OCC’s stress testing the Projected Draw attributable to Clearing Member
Group GHI, comprised of two Clearing Members each with net capital of $800 million, is
$6.8 billion, or 87% of the Cléaring Fund. The Exceedance Above Base Amount would
be $800 million, allocated to the two Clearing Members that compose the Clearing
Member Group based on each Clearing Member’s risk margin allocation. Using the
75/25 risk margin allocation from Example 2, one Clearing Member would be allo.cated
$600 million and the other Clearing Member would be allocated $200 million. The first
Clearing Member would be required to deposit $500 million with OCC, which is the
lowest of $500 million, that membef’s net capital, or that member’s share of the

Exceedance Above Base Amount, and the other Clearing Member would be required to
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deposit $200 million with OCC. After collecting the additional margin, OCC would
determine whether the Projected Draw would exceed 90% of the Clearing Fund after
reducing the Projected Draw by the additional margin. This calculation would divide a
Projected Draw of $6.1 billion, which is the original Projected Draw of $6.8 billion
reduced by the additional margin, by the Clearing Fund of $7.8 billion. The resulting
percentage of 78% would be below the 90% threshold, and accordingly there would not
be a Clearing Fund Intra-month Increase Event.
Example 4: Margin Call and Increase in Size of Clearing Fund

Under OCC’s stress testing the Projected Draw attributable to Clearing Member
JKL, a Clearing Member with no affiliated Clearing Members and net capital of $600
million, is $10.0 billion, or 128% of the Clearing Fund. OCC would make a margin call
for $500 million, which represents the lowest of the Exceedance Above Base Amount,
$500 million and 100% of net capital. The Clearing Member would be required to meet
the $500 million call within one hour unless OCC prescribed a different tiﬁ1e, and OCC
would retain the $500 million until collection of all the funds to satisfy the next monthly
Clearing Fund sizing calculation. After collecting the additional margin, OCC would
determine .whether the Projected Draw would exceed 90% of the Clearing Fund after
reducing the Projected Draw by the additional margin. This calculation would divide a
. Projected Draw of $9.5 billion, which is the original Projected Draw of $10 billion
reduced by the additional margin, by the Clearing Fund of $7.8 billion. The resulting
’ percéntage of 122%, while lower, would still exceed the 90% threshold, and accordingly
OCC would declare a Clearing Fund Intra-month Increase Event. To calculate the

Clearing Fund Increase, OCC would first determine the difference between the modified
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Projected Draw ($9.5 billion) and the Clearing Fund ($7.8 billion), which in this case
would be $1.7 billion, OCC would then multiply this by 1.25, resulting in $2.125 billion.
Because this amount is greater than $1 billion, the Clearing Fund Increase would be
$2.125 billion and a modified Clearing Fund of OCC totaling $9.925 billion ($425
million in excess of the modified Projected Draw of $9.5 billion).

CONSISTENCY WITH THE PAYMENT, CLEARING AND SETTLEMENT
SUPERVISION ACT

OCC believes that the proposed change regarding the establishment of the
Monthly Clearing Fund Sizing Procedure and Financial Resource Monitoring and Call
Procedure described above is consistent with Section 805(b)(1) of the Payment, Clearing
and Settlement Supervision Act® because the proposed procedures will promote robust
risk management by setting forth a process in drder to ensure that OCC maintains
adequate Financial Resources in the event of a default of a Clearing Member or Clearing
"~ Member Group presenting the largest exposure to OCC. The proposed change regarding
the establishment of these procedures is also consistent with Section 806(e)(2) of the
Payment, Clearing and Settlement Supervision Act, upon which OCC relied in originally
suspending the effectiveness of the second sentence of Rule 1001(a) and inéreasing the
size of the Clearing Fund on October 15, 2014, because it allows OCC to continue to
27

provide its services in a safe and sound manner.

ANTICIPATED EFFECT ON AND MANAGEMENT OF RISK

OCC believes that the proposed change will reduce OCC’s overall level of risk

~ because the proposed change makes it less likely that OCC’s Clearing Fund would be

26 12 U.S.C. 5464(b)(1).

27 12 U.S.C. 5464(e)(2); see SR-OCC-2014-807, supra, note 8.
17


http:manner.27

insufficient should OCC need to use its Clearing Fund to manage a Clearing Member or
Clearing Member Group default. The Monthly Clearing Fund Sizing Procedure would
permit OCC to determine the size of its Clearing Fund by relying on a broader range of
sound risk management practices than those considered in the suspended second sentence
of Rule 1001(a). OCC believes that using the peak five-day rolling average of Clearing
Fund draws observed over a three-month period will resul;[ in a monthly resizing of the
Clearing Fund that will better reflect the risks posed by sudden increases in exposure
experienced by Clearing Members. OCC also believes that the proposed prudential
margin of safety will provide an additional buffer to protect against exposures not
reflected in the three-month look-back period. The Financial Resource Monitoring and
Call Procedure would enable OCC to minimize losses in the event of a default of a
Clearing Member or Clearing Member Group presenting the largest exposure to OCC, by
allowing it the flexibility to obtain additional Financial Resources either through an intra-
day margin call or an intra-month increase in the size of the Clearing Fund, which would
ensure that the clearance and settlement of transactions in options and other contracts
occurs without interruption. Accordingly, OCC believes that the proposed changes
would reduce risks to OCC and its participants. Moreover, and for the same reasons, the
proposed change will facilitate OCC’s ability to manage risk.

. Date of Effectiveness of the Advance Notice and Timing for Commission Action

The advance notice may be implemented if the Commission does not object to the
advance notice within 60 days of the later of (i) the date that the advance notice was filed

with the Commission or (ii) the date that any additional information requested by the
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Commission is received. OCC shall not implement the advance notice if the Commission
has any objection to the advance notice.

The Commission may extend the period for review by an additional 60 days if the
advance notice raises novel or complex issues, subject to the Commission providing OCC
with prompt written notice of the extension. An advance notice may be implemented in
less than 60 days from the date the advance notice is filed, or the date further information
requested by the Commission is received, if the Commission notifies OCC in writing that
it does not object to the advance notice and authorizes OCC to implement the advance
notice on an earlier date, subject to any conditions imposed by the Commission.

The clearing agency shall post notice on its website of proposed changes that are
implemented.

The proposal shall not take effect until all regulatory actions required with respect
to the proposal are completed.

Iv. Solicitation of Comments

Interested persons are invited to submit written data, views and arguments
concerning the foregoing. Comments may be submitted by any of the following
methods:

Electronic Comments:

e Use the Commission’s Internet comment form

(http://www.sec.gov/rules/sro.shtml); or

e Send an e-mail to rule-comments@sec.gov. Please include File Number SR-
0CC-2014-811 on the subject line.

Paper Comments:
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e Send paper comments in triplicate to Brent J. Fields, Secretary, Securities and .

Exchange Commission, 100 F Street, NE, Washington, DC 20549-1090.
All submissions should refer to File Number SR-OCC-2014-811. This file number
should be included on the subject line if e-mail is used. To help the Commission process
and review your comments more efficiently, please use only one method. The
Commission will post all comments on the Commission’s Internet website
(http://www.sec.gov/rules/sro.shtml). Copies of the submission, all subsequent
amendments, all written statements with respect to the advance notice that are filed with
the Commission, and all written communications relating to the advance notice between
the Commission and any person, other than those that may be withheld from the public in
accordance with the provisions of 5 U.S.C. 552, will be available for website viewing and

printing in the Commission’s Public Reference Room, 100 F Street, NE, Washington, DC '

20549 on official business days between the hours of 10:00 am and 3:00 pm. Copies of
the filing also will be available for inspection and copying at the principal office of OCC
and on OCC’s website at

http://www.theocc.com/components/docs/legal/rules and bylaws/sr occ 14 811.pdf
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P All comments received will be posted without change; the Commission does not edit
' personal identifying information from submissions. You should submit only information
that you wish to make available publicly. All submissions should refer to File Number
SR-OCC-2014-811 and should be submitted on or before [insert date 21 days from

publication in the Federal Register].

By the Commission. : .2(: ;

Brent J. Fields
Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74711 / April 10, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16486

In the Matter of ~ ORDER INSTITUTING ,
: ADMINISTRATIVE PROCEEDINGS
WILLIAM F. FANG, PURSUANT TO SECTION 15(b) OF THE
SECURITIES EXCHANGE ACT OF 1934,
Respondent. MAKING FINDINGS, AND IMPOSING
REMEDIAL SANCTIONS
I

-The Securities and Exchange Commission (“Commission”) deems it appropriate and in the
public interest that public administrative proceedings be, and hereby are, instituted pursuant to
Section 15(b) of the Securnities Exchange Act of 1934 (“Exchange Act”) against William F. Fang
(“Fang” or “Respondent”).

I1.

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings and the findings contained in paragraph II1.3 below, which are admitted, Respondent
consents to the entry of this Order Instituting Administrative Proceedings Pursuant to Section
15(b)(6) of the Securities Exchange Act of 1934, Making Findings, and Imposing Remedial
Sanctions (“Order™), as set forth below.
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IIL
On the basis of this Order and Respondent’s Offer, the Commission finds that
1. Fang, 31 years old, is a resident of New York, New York. From March 2008 to
July 2011, Fang was an investment banking associate and registered representative associated with
Macquarie Capital (USA) Inc. (“Macquarie™), a registered broker-dealer with principal offices in
New York, New York. During this time, Fang held Series 17 and 63 licenses.

2. On March 27, 2015, the Commission filed a civil action against Fang in the United

~ States District Court for the Southern District of New York, Securities and Exchange Commission

v. Macquarie Capital (USA) Inc., et al., Civil Action No. 1:15-cv-02304. The Commission’s
complaint alleges, inter alia, that Fang, while employed at Macquarie, violated Sections 17(a)(2)
and 17(a)(3) of the Securities Act of 1933 (“Securities Act™) in connection with his participation in
Macquarie’s underwriting of Puda Coal Inc.’s December 2010 public stock offering.

3. On April 1, 2015, the United States District Court for the Southern District of New
York entered a final judgment by consent against Fang in the above civil action permanently-
enjoining him from future violations of Sections 17(a)(2) and 17(a)(3) of the Securities Act.

IV.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanctions agreed to in Respondent Fang’s Offer.

Accordingly, it is hereby ORDERED pursuant to Section 15(b)(6) of the Exchange Act,
that Fang be, and hereby is: o

A. Barred from association with any broker, dealer, investment adviser, municipal
securities dealer, municipal advisor, transfer agent, or nationally recognized statistical
rating organization; -

B. Barred from participating in any offering of a penny stock, including acting as a
promoter, finder, consultant, agent or other person who engages in activities with a
broker, dealer or issuer for purposes of the issuance or trading in any penny stock, or
inducing or attempting to induce the purchase or sale of any penny stock;

C. With the right to apply for reentry after five (5) years to the appropriate self-regulatory
organization, or if there is none, to the Commission.

Any reapplication for association by the Respondent will be subject to the applicable laws
and regulations governing the reentry process, and reentry may be conditioned upon a number of
factors, including, but not limited to, the satisfaction of any or all of the following: (a) any
disgorgement ordered against the Respondent, whether or not the Commission has fully or partially



o,

waived payment of such disgorgement; (b) any arbitration award related to the conduct that served
as the basis for the Commission order; (c) any self-regulatory organization arbitration award to a
customer, whether or not related to the conduct that served as the basis for the Commission order;
and (d) any restitution order by a self-regulatory organization, whether or not related to the conduct
that served as the basis for the Commission order. '

By the Commission.

Brent J. Fields
Secretary

By:(Jill M. Peterson
” Assistant Secretary
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74710 / April 10, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16485

In the Matter of ORDER INSTITUTING.

ADMINISTRATIVE PROCEEDINGS
AARON BLACK, PURSUANT TO SECTION 15(b)(6) OF
| THE SECURITIES EXCHANGE ACT OF
Respondent. 1934, MAKING FINDINGS, AND

IMPOSING REMEDIAL SANCTIONS

I.

The Securities and Exchange Commission (“Commission”) deems it appropriate and in the
public interest that public administrative proceedings be, and hereby are, instituted pursuant to
Section 15(b)(6) of the Securities Exchange Act of 1934 (“Exchange Act”)-against Aaron Black
(“Black” or “Respondent™).

I1.

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings and the findings contained in paragraph 111.3 below, which are admitted, Respondent
consents to the entry of this Order Instituting Administrative Proceedings Pursuant to Section
15(b)(6) of the Securities Exchange Act of 1934, Making Findings, and Imposing Remedial

Sanctions (“Order”), as set forth below.
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IIL
On the basis of this Order and Respondent’s Offer, the Commission finds that

1. Black, age 40, resides in New South Wales, Australia. He is currently a Division
Director in the Sydney office of Macquarie Group Limited, a global financial services firm
headquartered in Australia. Black has worked with Macquarie Group Limited or its affiliates in
different capacities since 2003. From November 2008 to December 2011, Black was a managing
director at Macquarie Capital (USA) Inc. (“Macquarie”) in its New York City office and was a
registered representative with Series 7, 24 and 63 licenses. Macquarie is a wholly owned
subsidiary of Macquarie Group Limited and has been registered with the Commission as a broker-
dealer since 1994.

2. On March 27, 2015, the Commission filed a civil action against Black in the United
States District Court for the Southern District of New York, Securities and Exchange Commission
v. Macquarie Capital (USA) Inc., et al., Civil Action No. 1:15-cv-02304. The Commission’s
complaint alleges, inter alia, that Black, while employed at Macquarie, violated Sections 17(a)(2)
and 17(a)(3) of the Securities Act of 1933 (“Securities Act”) in connection with his participation in
Macquarie’s underwriting of Puda Coal Inc.’s December 2010 public stock offering.

3. On April 1, 2015, the United States District Court for the Southern District of New
York entered a final judgment by consent against Black in the above civil action permanently
enjoining him from future violations of Sections 17(a)(2) and 17(a)(3) of the Securities Act.

Iv.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanctions agreed to in Respondent Black’s Offer.

Accordingly, it is hereby ORDERED pursuant to Section 15(b)(6) of the Exchange Act,

- that Black be, and hereby is:

A. Barred from association in a supervisory capacity with any broker, dealer, investment
adviser, municipal securities dealer, municipal advisor, transfer agent, or nationally
recognized statistical rating organization;

B. With the right to apply for reentry after five (5) years to the appropriate self-regulatory
organization, or if there is none, to the Commission.

Any reapplication for association by the Respondent will be subject to the applicable laws
and regulations governing the reentry process, and reentry may be conditioned upon a number of
factors, including, but not limited to, the satisfaction of any or all of the following: (a) any
disgorgement ordered against the Respondent, whether or not the Commission has fully or partially
waived payment of such disgorgement; (b) any arbitration award related to the conduct that served
as the basis for the Commission order; (c) any self-regulatory organization arbitration award to a
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. customer, whether or not related to the conduct that served as the basis for the Commission order;
and (d) any restitution order by a self-regulatory organization, whether or not related to the conduct
that served as the basis for the Commission order.

By the Commission.

Brent J. Fields
Secretary

WU Pt
By:(JIl M. Peterson
ssistant Secretary



UNITED STATES OF AMERICA
' Before the

SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74720 / April 13, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16487

In the Matter of

A Better Way Financial Corp.,

. Atrisco Oil & Gas LLC,
Beach Brew Beverage Company, Inc.,
Belenus Acquisition Corp.,
Bennett-Reed, Inc., :
BF Acquisition Group 1V, Inc., and
Big Bear Gold Corp.,

‘ Respondents.

I.

ORDER INSTITUTING
ADMINISTRATIVE PROCEEDINGS
AND NOTICE OF HEARING
PURSUANT TO SECTION 12(j) OF
THE SECURITIES EXCHANGE ACT
OF 1934

The Securities and Exchange Commission (“Commission’) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents A Better Way Financial Corp., Atrisco Oil
& Gas LLC, Beach Brew Beverage Company, Inc., Belenus Acquisition Corp., Bennett-
Reed, Inc., BF Acquisition Group IV, Inc., and Big Bear Gold Corp.

IL

After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. A Better Way Financial Corp. (CIK No. 1101914) is a dissolved Wyoming

Commission pursuant to Exchange Act Section 12(g). A Better Way is delinquent in its

' corporation located in Tucson, Arizona with a class of securities registered with the

periodic filings with the Commission, having not filed any periodic reports since it filed a
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Form 10-QSB for the period ended March 31, 2005, which reported a net loss of $12,906
from the company’s October 20, 1999 inception to March 31, 2010.

2. Atrisco Oil & Gas LLC (CIK No. 1376992) is a New Mexico corporation
located in Albuquerque, New Mexico with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Atrisco Oil & Gas LLC is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-Q for the period ended March 31, 2009, which reported a
net loss of $86,666 for the prior three months.

3. Beach Brew Beverage Company, Inc. (CIK No. 1123315) is a permanently
revoked Nevada corporation located in Encinitas, California with a class of securities
- registered with the Commission pursuant to Exchange Act Section 12(g). Beach Brew is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10 registration statement on November 3, 2000, which
reported a net loss of $135,351 from the company’s October 30, 1997 inception to
September 30, 2000.

4. Belenus Acquisition Corp. (CIK No. 1491827) is a forfeited Delaware
corporation located in Alhambra, California with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Belenus is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10 registration statement on September 16, 2010, which reported a net loss of
$3,139 from the company’s August 12, 2010 inception to August 31, 2010.

5. Bennett-Reed, Inc. (CIK No. 1108705) is a permanently revoked Nevada
corporation located in Fountain Hills, Arizona with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). Bennett Reed is delinquent in
its periodic filings with the Commission, having not filed any periodic reports since it
filed a Form 10-QSB for the period ended September 30, 2001, which reported a net loss
of $3,900 from the company’s February 25, 1998 inception to September 30, 2001.

6. BF Acquisition Group IV, Inc. (CIK No. 1089777) is an inactive Florida
corporation located in San Francisco, California with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). BF Acquisition Group IV is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-QSB for the period ended January 31, 2005, which
reported a net loss of $38,419 for the prior nine months.

7. Big Bear Gold Corp. (CIK No. 1108731) is a forfeited Delaware corporation
located in Surrey, British Columbia, Canada with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Big Bear Gold is delinquent in its
periodic filings with the Commission, having not filed any periodic reports since it filed a
Form 10-QSB for the period ended November 30, 2004, which reported a net loss of
$102,162 for the prior nine months.



B. DELINQUENT PERIODIC FILINGS

8. As discussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

9. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
is voluntary under Section 12(g). Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

10. As aresult of the foregoing, Respondents failed to comply with Exchange
Act Section 13(a) and Rules 13a-1 and/or 13a-13 thereunder.

111.

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section Il hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,

B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice [17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2
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or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against them upon consideration of this Order,
the allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice.

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields
Secretary

W Ptno)
By{ Jill M. Peterson
Assistant Secretary



UNITED STATES OF AMERICA

Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74721 / April 13,2015

ADMINISTRATIVE PROCEEDING
File No. 3-16488

In the Matter of

ORDER INSTITUTING
Aryeh Acquisition Corp., ADMINISTRATIVE PROCEEDINGS
Bedminster Capital Corp., AND NOTICE OF HEARING
Bedminster Financial Corp., and PURSUANT TO SECTION 12(j) OF
Bellows Acquisition Corp., THE SECURITIES EXCHANGE ACT
OF 1934

Respondents.

I.

The Securities and Exchange Commission (“Commission”) deems it necessary
and appropriate for the protection of investors that public administrative proceedings be,
and hereby are, instituted pursuant to Section 12(j) of the Securities Exchange Act of
1934 (“Exchange Act”) against Respondents Aryeh Acquisition Corp., Bedminster
Capital Corp., Bedminster Financial Corp., and Bellows Acquisition Corp.

II.

After an investigation, the Division of Enforcement alleges that:

A. RESPONDENTS

1. Aryeh Acquisition Corp. (CIK No. 1417367) is a void Delaware corporation
located in Lawrence, New York with a class of securities registered with the Commission
pursuant to Exchange Act Section 12(g). Aryeh Acquisition is delinquent in its periodic
filings with the Commission, having not filed any periodic reports since it filed a Form
10-K for the period ended September 30, 2008, which reported a net loss of $22,154 for

the prior twelve months.
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2. Bedminster Capital Corp. (CIK No. 1401093) is a revoked Nevada corporation
located in Bedminster, New Jersey with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Bedminster Capital is delinquent
in its periodic filings with the Commission, having not filed any periodic reports since it
filed a Form 10-Q for the period ended September 30, 2008, which reported a net loss of
$361,433 for the prior nine months.

3. Bedminster Financial Corp. (CIK No. 1401094) is a revoked Nevada
corporation located in Bedminster, New Jersey with a class of securities registered with
the Commission pursuant to Exchange Act Section 12(g). Bedminster Financial is
delinquent in its periodic filings with the Commission, having not filed any periodic
reports since it filed a Form 10-Q for the period ended September 30, 2008, which
reported a net loss of $283,792 for the prior nine months.

4. Bellows Acquisition Corp. (CIK No. 1122107) is a void Delaware corporation
located in New York, New York with a class of securities registered with the
Commission pursuant to Exchange Act Section 12(g). Bellows Acquisition is delinquent
in its periodic filings with the Commission, having not filed any periodic reports since it
filed a Form 10-K for the period ended December 31, 2008, which reported a net loss of
$6,960 for the prior nine months.

B. DELINQUENT PERIODIC FILINGS

5. Asdiscussed in more detail above, all of the Respondents are delinquent in
their periodic filings with the Commission, have repeatedly failed to meet their
obligations to file timely periodic reports, and failed to heed delinquency letters sent to
them by the Division of Corporation Finance requesting compliance with their periodic
filing obligations or, through their failure to maintain a valid address on file with the
Commission as required by Commission rules, did not receive such letters.

6. Exchange Act Section 13(a) and the rules promulgated thereunder require
issuers of securities registered pursuant to Exchange Act Section 12 to file with the
Commission current and accurate information in periodic reports, even if the registration
1s voluntary under Section 12(g). -Specifically, Rule 13a-1 requires issuers to file annual
reports, and Rule 13a-13 requires domestic issuers to file quarterly reports.

7. As aresult of the foregoing, Respondents failed to comply with Exchange Act
Section 13(a) and Rules 13a-1 and/or 13a-13 thereunder.

1L

In view of the allegations made by the Division of Enforcement, the Commission
deems it necessary and appropriate for the protection of investors that public
administrative proceedings be instituted to determine:

A. Whether the allegations contained in Section II hereof are true and, in
connection therewith, to afford the Respondents an opportunity to establish any defenses
to such allegations; and,




B. Whether it is necessary and appropriate for the protection of investors to
suspend for a period not exceeding twelve months, or revoke the registration of each
class of securities registered pursuant to Section 12 of the Exchange Act of the
Respondents identified in Section II hereof, and any successor under Exchange Act Rules
12b-2 or 12g-3, and any new corporate names of any Respondents.

IV.

IT IS HEREBY ORDERED that a public hearing for the purpose of taking
evidence on the questions set forth in Section III hereof shall be convened at a time and
place to be fixed, and before an Administrative Law Judge to be designated by further
order as provided by Rule 110 of the Commission’s Rules of Practice [17 C.F.R. §
201.110].

IT IS HEREBY FURTHER ORDERED that Respondents shall file an Answer to
the allegations contained in this Order within ten (10) days after service of this Order, as
provided by Rule 220(b) of the Commission’s Rules of Practice {17 C.F.R. § 201.220(b)].

If Respondents fail to file the directed Answers, or fail to appear at a hearing after
being duly notified, the Respondents, and any successor under Exchange Act Rules 12b-2 -
or 12g-3, and any new corporate names of any Respondents, may be deemed in default
and the proceedings may be determined against them upon consideration of this Order,
the allegations of which may be deemed to be true as provided by Rules 155(a), 220(f),
221(f), and 310 of the Commission’s Rules of Practice [17 C.F.R. §§ 201.155(a),
201.220(f), 201.221(f), and 201.310].

This Order shall be served forthwith upon Respondents personally or by certified,
registered, or Express Mail, or by other means permitted by the Commission Rules of
Practice. :

IT IS FURTHER ORDERED that the Administrative Law Judge shall issue an
initial decision no later than 120 days from the date of service of this Order, pursuant to
Rule 360(a)(2) of the Commission’s Rules of Practice [17 C.F.R. § 201.360(a)(2)].

In the absence of an appropriate waiver, no officer or employee of the
Commission engaged in the performance of investigative or prosecuting functions in this .
or any factually related proceeding will be permitted to participate or advise in the
decision of this matter, except as witness or counsel in proceedings held pursuant to
notice. Since this proceeding is not “rule making” within the meaning of Section 551 of
the Administrative Procedure Act, it is not deemed subject to the provisions of Section
553 delaying the effective date of any final Commission action.

By the Commission.

Brent J. Fields

Secretary W %‘W‘K)

‘4 6 .
; E:?.;sy:EE M. Peterson -
Assistant Secretary




SECURITIES AND EXCHANGE COMMISSION

17 CFR Part 232

[Release Nos. 33-9746; 34-74714; 39-2502; IC-31551]

Adoption of Updated EDGAR Filer Manual

AGENCY: | Securities and Exchange Commission.

ACTION:  Final rule.

SUMMARY: The Securities and Exchange Commission (the Commission) is adopting revisions
to the Electronic Data Gathering, Analysis, and Retrieval System (EDGAR) Filer Manual and
related rules to reflect updates to the EDGAR system. The updates are being made primarily to
support the 20.1 5 US GAAP financial reporting and 2015 EXCH taxonomies; add new form types
for registration of Security-based swap data repositories (SDR); revise the Form ID Application
Confirmation screen; remove referencés to the Paper Form ID; and revise Item 1 on submission
form type MA-A. The EDGAR system was upgraded to support the new 2015 taxonomies and
revised MA-A form functionalities on March 9, 2015. The EDGAR system is scheduled to be
upgraded to support the other functionalities on April 13, 2015.

EFFECTIVE DATE: [Insert date of publication in the Federal Register.] The incorporation by
reference of the EDGAR Filer Manual is approved by the Director of the Federal Register as of
[Insert date ;)f publicatioﬁ in the Federal Register].

FOR FURTHER INFORMATION CONTACT: In the Division of Trading and Markets, for
questions concerning Form SDR and the revisions for Form MA-A, contact Kathy Bateman at
(202) 551-4345, and in the Office of Information Technology, contact Tammy Borkowski at (202)
551-7208.

SUPPLEMENTARY INFORMATION: We are adopting an updated EDGAR Filer Manual,

Volume I and Volume II. The Filer Manual describes the technical formatting requirements for
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the preparation and submission of electronic filings through the EDGAR system.! It also
describes the requirements for filing using EDGARLink Online and the Online Forms/XML
website.

The revisions to the Filer Manual reflect changes within Volume I entitled EDGAR Filer
Manual, Volume I: “General Information,” Version 20 (April 2015), and Volume II entitled
EDGAR Filer Manual, Volume II: “EDGAR Filing,” Version 30 (April 2015). The updated
manual will be incorporated by reference into the Code of Federal Regulations.

The Filer Manual contains all the technical specifications for filers to submit filings using
the EDGAR system. Filers must comply with the applicable provisions of the Filer Manual in
order to assure the tirﬁely acceptance and processing of filings made i;l electronic format.” Filers
may consult the Filer Manual in conjunction with our rules governing mandated electronic filing
when preparing documents for electronic submission.’

The EDGAR system will be upgraded to Release 15.1 on April 13,2015 and will introduce
the following changes:

EDGAR will be updated to add new submission form types SDR, SDR/A, SDR-A, and
SDR-W. These submission form types can be accessed by selecting the “File SDR” link on the
EDGAR Filing Website. Additionally, applicants may construct XML submissions for these
submission types by following the “EDGAR SDR XML Technical Specification” document

available on the SEC’s Public Website (http.//www.sec.gov/info/edgar.shtml).

' We ori ginally adopted the Filer Manual on April 1, 1993, with an effective date of April 26, 1993.
Release No. 33-6986 (April 1, 1993) [58 FR 18638]. We implemented the most recent update to the Filer
Manual on December 15, 2014. See Release No. 33-9692 (December 23, 2014) [79 FR 76878].

2 See Rule 301 of Regulation S-T (17 CFR 232.301).

3 See Release No. 33-9692 in which we implemented EDGAR Release 14.3. For additional history
‘of Filer Manual rules, please see the cites therein.

2
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Submission form types SDR, SDR/A, SDR-A, and SDR-W will include the “Request

. Confidentiality” check box to allow épplicants to select which information to request confidential
treatment. After a Form SDR is su‘bmitted, SEC staff will review the submission and make a
determination of whether the information for which confidential freatment is requested should be
made public. EDGAR will disseminate only the content and attached exhibits of the submission
that the SEC staff has determined to be public.

The “Form ID Application Confirmation” screen will display four additional labels:
“Signature of Authorized Person,” “Printed Name of Signature,” “Title of Person Signing,” and
“Notary Signature & Seal to be Placed Here.” This screen will also be updated to include a “Pﬁnt
Window” button to print the completed online Form ID application. The printed application can
be signed and notarized by the filer to serve as the authentication document when ;pplying for
EDGAR access. |

All references to the Paper Form ID have been removed from the Filer Manual. Filers can
print the electronic Form ID and use this as the authentication document as explained above.

EDGAR was updated to support the 2015 US GA AP financial reporting taxonomy and the
2015 EXCH taxonomy. A complete listing of supported standard taxonomies is available on

http://www.sec.gov/info/edgar/edgartaxonomies.shtml.

Item 1 “Identifying Information” on submission type MA-A was updated for the following
question: “Changes: Are there any changes in this annual update to information provided in the
municipal advisor’s most recent Form MA, other than the updated Execution Page‘é” If filers
select “No” as a response to the question, then all fields will be disabled on submission type MA-
A with the exception of “Execution” and “Filer Information” tabs and the “Fiscal Year End
Information” field on Item 1. Alternatively, if filers select “Yes” to the question, then they must

update applicable items on submission type MA-A.
3
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Along with the adoption of the Filer Ménual, we are amending Rule 301 of Regulation S-T
to provide for the incorporation by reference into the Code of Federal Regulations of today’s
revisions. This iﬁcorporation by reference was approved by the Director of the Federal Register in
accordance with 5 U.S.C. 552(a) and 1 CFR Part 51.

The updated EDGAR Filer Manual will be available for website viewing and printing; the

address for the Filer Manual is http://www.sec.gov/info/edgar.shtml. You may also obtain paper

copiés of the EDGAR Filer Manual from the following address: Public Reference Room, U.S.
Securities and Exchange Commission, 100 F Street, NE, Washington, DC 20549, on official
business days between the hours of 10:00 a.m. and 3:00 p.m.

Since the Filer Manual and the corresponding rule changes relate solely to agency
procedures or practice, publication for notice and comment is not required under the
Administrative Procedure Act (APA).* It follows that the requirements of the Regulatory
Flexibility Act’ do not apply. |

The effective date for the updated Filer Manual and the ruie amendments is [Insert date of
publication in the Federal Register]. In accordance with the APA,® we find that there is good
cause to establish an effective date less than 30 days after publication of these rules. The EDGAR
system upgrade to Release 15.1 is scheduled to become available on April 13, 2015. The
Commission believes that establishing an effective date less than 30 days after publication of these
rules is necessary to coordinate the effectiveness of the updated Filer Manual with the system

upgrade.

* 5U.8.C. 553(b).
> 5U.8.C.601 -612.

§ 5U.8.C. 553(d)(3).
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Statutory Basis

We are adopting the amendments to Regulation S-T under Sections 6, 7, 8, 10, and 19(a)
of the Securities Act of 1933, Sections 3, 12, 13, 14, 15, 23, and 35A of the Securities Exchange
Act of 1934, Section 319 of the Trust Indenture Act of 1939,° and Sections 8, 30, 31, and 38 of

the Investment Company Act of 1940."°

" List of Subjects in 17 CFR Part 232

Incorporation by reference, Reporting and recordkeeping requirements, Securities.

TEXT OF THE AMENDMENT

In accordance with the foregoing, Title 17, Chapter II of the Code of Federal Regulations
is amended as follows:
PART 232 - REGULATION S-T—GENERAL RULES AND REGULATIONS FOR
ELECTRONIC FILINGS

1. The authority citation for Part 232 continues to read in part as follows:

Authority: 15»U.S.C. 771, 77g, 77h, 77), 77s(a), 77z-3, 77sss(a), 78c(b), 781, 78m, 78n,
780(d), 78w(a), 7811, 80a—6(c), 80a—8, 80a—29, 80a-30, 80a-37, and 7201 et seq.; and 18 U.S.C.
1350.

k3 ok ok ok

2. Section 232.301 is revised to read as follows:

7 15U.S.C. 771, 77g, 77h, 77j, and 77s(a).
¥ 15U.8.C. 78c¢, 781, 78m, 78n, 780, 78w, and 78lL. °
® 15U.8.C. 77sss.

% 15U.S.C. 80a-8, 80a-29, 80a-30, and 80a-37.







- §232.301 EDGAR Filer Manual. Filers must prepare electronic filings in the manner prescribed
by the EDGAR Filer Manual, promulgated by the Commission, which sets out the technical
formatting requirements for electronic submissions. The requirements for becoming an EDGAR
Filer and updating company data are set forth in the updated EDGAR Filer Manual, Volume I:
“General Information,” Version 20 (April 2015). The requirements for filing on EDGAR are set
forth ih the updated EDGAR Filer Manual, Volume II: “EDGAR Filing,” Version 30 (April
2015). Additional provisions applicable to Form N-SAR filers are set forth in the EDGAR Filer
Manual, Volume III: “N-SAR Supplement,” Version 4 (October 2014). All of these provisions
have been incorporated by reference into the Code of Federal Regulations, which action was
approved by the Director of the Federal Register in accordance with 5 U.S.C. 552(a) and 1 CFR
Part 51. You must comply with these requirements in order for documents to be timely received
and accepted. The EDGAR Filer Manual is available for Web site viewing and printing; the

address for the Filer Manual is http://www.sec.gov/info/edgar.shtml. You can obtain paper copies

of the EDGAR Filer Manual from the following address: Public Reference Room, U.S. Securities
and Exchange Commission, 100 F Street, NE, Washington, DC 20549, on official business days
between the hours of 10:00 a.m. and 3:00 p.m. You can also inspect the document at the National
Archives and Records Administration (NARA). For information on the availability of this
material at NARA, call 202-741-6030, or go to:

http://www.archives.gov/federal register/code of federal regulations/ibr locations.html.

By the Commission.

Secretary

April 13, 2015
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. UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74735/ April 15, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16268

In the Matter of : ORDER MAKING FINDINGS AND
: IMPOSING A REMEDIAL SANCTION
ROBERT C. WEAVER, JR,, Esq., : PURSUANT TO RULE 102(e) OF THE
: COMMISSION’S RULES OF
PRACTICE
Respondent.

L

On November 12, 2014, the Securities and Exchange Commission (“Commission”)
instituted public administrative proceedings pursuant to Rule 102(e) of the Commission’s Rules of
Practice against Robert C. Weaver, Jr., Esq. (“Weaver” or “Respondent”). Respondent has
submitted an Offer of Settlement that the Commission has determined to accept.

1L

Solely for the purpose of these proceedings and any other proceedings brought by or on
behalf of the Commission, or to which the Commission is a party, and without admitting or
denying the findings herein, except as to the Commission’s jurisdiction over him and the subject
matter of these proceedings, and the findings contained in Section I11.3 below, which are admitted,
Weaver consents to the entry of this Order Making Findings and Imposing a Remedial Sanction
Pursuant to Rule 102(e) of the Commission’s Rules of Practice (“Order™), as set forth below.

. | ‘o?f”%w




1.
On the basis of this Order and Weaver’s Offer, the Commission finds that:

1. Robert C. Weaver, Jr. was, at all relevant times, an attorney licensed in the State of
California. Between 2006 and 2011, Weaver provided assistance to Thomas Coldicutt and his
wife, Elizabeth Coldicutt (“the Coldicutts”) in creating, registering and selling public shell
companies putatively engaged in mining operations. Weaver wrote “opinion of legality” letters for
registration statements, and served as counsel for three of the companies. As company counsel,

‘Weaver assisted the officers and directors in preparing Commission filings. Weaver also served as

the sole officer and director of one of the shell companies, Centaurus Resources Corp.
(“Centaurus”™).

2. On August 13, 2012, the Commission filed a complaint against Weaver in the
United States District Court for the Eastern District of Texas — the case was later transferred to the -
Central District of California — alleging that the shell companies were part of a scheme to commit
fraud, and that Weaver assisted the Coldicutts in that scheme by failing to disclose their
involvement in filings with the Commission. SEC v. Thomas D. Coldicutt, Jr., et al., Civil Action
Number 2:13-cv-01865-RGK-VBK (C.D. Cal.). The Commission further alleged that Weaver
made filings with the Commission relating to Centaurus that contained false or misleading
statements, including the failure to disclose the Coldicutts’ involvement in Centaurus. Based on
these allegations, the complaint charged Weaver with violating Sections 17(a)(1), (2) and (3) of the
Securities Act, and Section 10(b) of the Exchange Act, and Rules 10b-5(a), (b) and (c) and 15d-14
thereunder; and aiding and abetting violations of Sections 10(b) and 15(d) of the Exchange Act,
and Rules 10b-5, 12b-20, 15d-1 and 15d-13 thereunder.

3. On August 14, 2014, the court entered a final judgment against Weaver, which he
consented to without admitting or denying the conduct alleged in the complaint. The final
judgment permanently enjoined Weaver from future violations of Sections 17(a)(2) and (3) of the
Securities Act, and Section 15(d) of the Exchange Act and Rules 12b-20, 15d-1 and 15d-13
thereunder; ordered him to pay disgorgement with prejudgment interest and a fine; and prohibited
him from acting as an officer or director or participating in penny stock offerings for five years.

4, On November 12, 2014, the Commission instituted administrative proceedings and
imposed a temporary suspension pursuant to Rule 102(e)(3)(i)(A) of the Commission’s Rules of
Practice against Weaver based upon the judgment that permanently enjoins Weaver from future
violations of the federal securities laws.

5. On December 29, 2014, the Commission denied Weaver’s petition to lift the
temporary suspension and set the matter down for a public hearing. :



Iv.

In view of the foregoing, the Commission deems it appropriate and in the public interest to
impose the sanction agreed to in Weaver’s Offer.

Accordingly, it is hereby ORDERED pursuant to Rule 102(e) of the Commission’s Rules
of Practice, effective immediately, that:

A. Weaver is suspended from appearing or practicing before the Commission as an
attorney for a term of five years, commencing August 14, 2014, the date of the final judgment
issued by the court.

B. After five years from the August 14, 2014 final judgment issued by the court,
Weaver may request that the Commission consider his application to resume appearing and
practicing before the Commission as an attorney. The application should be sent to the attention of
the Office of the General Counsel. '

C. In support of such an application, Weaver must provide a certificate of good
standing from each state bar of which he is a member.

D. In support of such an application, Weaver must also submit an affidavit truthfully
stating, under penalty of perjury:

1. that he has complied with the Commission’s November 12, 2014 Order
Imposing Temporary Suspension (“Order”), and with any orders in SEC v.
Thomas D. Coldicutt, Jr., et al., Civil Action Number 2:13-cv-01865-
RGK-VBK (C.D. Cal.), including the order that requires him to pay
disgorgement with prejudgment interest and a fine, and prohibits him
from acting as an officer or director or participating in penny stock offerings
for five years;

A that he:

a. is not currently suspended or disbarred as an attorney by a court of
the United States (or any agency of the United States) or the bar or
court of any state, territory, district, commonwealth, or possession;
and :

b. has not, since the entry of the Order, been suspended as an attorney
for an offense involving moral turpitude by a court of the United
States (or any agency of the United States) or the bar or court of
any state, territory, district, commonwealth, or possession, except
for any suspension concerning the conduct that was the basis for
the Order and underlying civil action;

3



. 3. that since the entry of the Order, he has not been convicted of a felony or
' ' misdemeanor involving moral turpitude as set forth in Rule 102(e)(2) of
the Commission’s Rules of Practice; and

4, that since the entry of the Order, he:

a. has not been found by the Commission or a court of the United
States to have committed a violation of the federal securities laws,
except for any finding concerning the conduct that was the basis
for the Order and underlying civil action;

b. has not been charged by the Commission or the United States with
a violation of the federal securities laws, except for any charge
concerning the conduct that was the basis for the Order and
underlying civil action;

c. has not been found by a court of the United States (or any agency
of the United States) or any state, territory, district, -
commonwealth, or possession, or any bar thereof, to have
committed an offense involving moral turpitude, except for any
finding concerning the conduct that was the basis for the Order and

. underlying civil action; and’

d. has not been charged by the United States (or any agency of the
United States) or any state, territory, district, commonwealth, or
possession, or any bar thereof, with having committed an offense
involving moral turpitude, except for any charge concerning the
conduct that was the basis for the Order and underlying civil
action. '

E. If Weaver provides the documentation required in Paragraphs C and D, and the
Commission determines that he truthfully attested to each of the items required in his affidavit, he
shall by Commission order be permitted to resume appearing and practicing before the
Commission as an attorney.




F. If Weaver is not able to truthfully attest to the statements ‘required in Subparagraphs
D(2)(b) or D(4), he shall provide an explanation as 10 the facts and circumstances pertaining to the
matter and the Commission may hold a hearing to determine whether there is good cause to permit

him to resume appearing and practicing before the Commission as an attorney.

By the Commission.
Brent J. Fields

Secretary

By/ Jill M. Peterson
Assistant Secretary
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UNITED STATES OF AMERICA

. Before the
SECURITIES AND EXCHANGE COMMISSION

SECURITIES EXCHANGE ACT OF 1934
Release No. 74737 / April 16, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16492

In the Matter of
' ORDER INSTITUTING PROCEEDINGS,
OCZ TECHNOLOGY MAKING FINDINGS, AND REVOKING
GROUP, INC. (n/k/a ZCO REGISTRATION OF SECURITIES PURSUANT
Liquidating Corp.), TO SECTION 12(j) OF THE SECURITIES
EXCHANGE ACT OF 1934
Respondent.

® :

The Securities and Exchange Commission (“Commission”) deems it necessary and
appropriate for the protection of investors that proceedings be, and hereby are, instituted pursuant
to Section 12(j) of the Securities Exchange Act of 1934 (“Exchange Act”), against OCZ
Technology Group, Inc. (n/k/a ZCO Liquidating Corp.) (“OCZ” or “Respondent”).

II.

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings
herein, except as to the Commission’s jurisdiction over it and the subject matter of these
proceedings, which are admitted, Respondent consents to the entry of this Order Instituting
Proceedings, Making Findings, and Revoking Registration of Securities Pursuant to Section 12(j)
of the Securities Exchange Act of 1934 (“Order™), as set forth below.
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On the basis of this Order and Respondent’s Offer, the Commission finds' that

A. OCZ (CIK 0001355128) is a Delaware corporation based in San Jose, California,
which, prior to its bankruptcy filing, was primarily engaged in the business of selling computer
memory and power supply products. The common stock of OCZ has been registered under
Section 12(g) of the Exchange Act since November 29, 2009. As of April 2010, OCZ’s common
stock was registered with the Commission pursuant to Section 12(b) of the Exchange Act and
listed on the NASDAQ Global Market. OCZ’s stock was delisted from NASDAQ as of March 6,
2014, causing OCZ’s Section 12(b) registration to be terminated and its Section 12(g) registration
to be revived. OCZ’s shares are not currently quoted on any market. OCZ filed a Chapter 11
bankruptcy proceeding on December 2, 2013 and its plan of liquidation was confirmed by the U.S.
Bankruptcy Court for the District of Delaware on July 30, 2014.

B. OCZ has failed to comply with Section 13(a) of the Exchange Act and Rules 13a-1
and 13a-13 thereunder, while its common stock was registered with the Commission in that it has
not filed an Annual Report on Form 10-K since October 7, 2013 or periodic or quarterly reports on
Form 10-Q for any fiscal period subsequent to its fiscal quarter ending August 31, 2013.

Iv.
Section 12(j) of the Exchange Act provides as follows:

The Commission is authorized, by order, as it deems necessary or appropriate for the
protection of investors to deny, to suspend the effective date of, to suspend for a period not
exceeding twelve months, or to revoke the registration of a security, if the Commission finds, on
the record after notice and opportunity for hearing, that the issuer of such security has failed to
comply with any provision of this title or the rules and regulations thereunder. No member of a
national securities exchange, broker, or dealer shall make use of the mails or any means of
instrumentality of interstate commerce to effect any transaction in, or to induce the purchase or sale
of, any security the registration of which has been and is suspended or revoked pursuant to the
preceding sentence.

In view of the foregoing, the Commission finds that it is necessary and appropriate for the
protection of investors to impose the sanction specified in Respondent’s Offer.

The findings herein are made pursuant to Respondent’s Offer of Settlement and are not
binding on any other person or entity in this or any other proceeding.
2



. Accordingly, it is hereby ORDERED, pursuant to Section 12(j) of the Exchange Act, that
. registration of each class of Respondent’s securities registered pursuant to Section 12 of the
Exchange Act be, and hereby is, revoked.

By the Commission.

Brent J. Fields
Secretary

B%?mpes%rﬁﬁ“)

Assistant Secretary
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. ' _ UNITED STATES OF AMERICA

Before the :
SECURITIES AND EXCHANGE COMMISSION

SECURITIES ACT OF 1933
Release No. 9749 / April 16, 2015

SECURITIES EXCHANGE ACT OF 1934
Release No. 74750 / April 16, 2015

ADMINISTRATIVE PROCEEDING
File No. 3-16495

ORDER INSTITUTING ADMINISTRATIVE

In the Matter of : AND CEASE-AND-DESIST PROCEEDINGS,
S PURSUANT TO SECTION 8A OF THE
RONALD A. WARREN SECURITIES ACT OF 1933 AND SECTIONS
15(b) AND 21C OF THE SECURITIES
Respondent. ' EXCHANGE ACT OF 1934, MAKING -

FINDINGS, AND IMPOSING REMEDIAL
SANCTIONS AND A CEASE-AND-DESIST
ORDER

| ,

The Securities and Exchange Commission (“Commission”) deems it appropriate that public
administrative and cease-and-desist proceedings be, and hereby are, instituted pursuant to Section
8A of the Securities Act of 1933 (“Securities Act”) and Sections 15(b) and 21C of the Securities
Exchange Act of 1934 (“Exchange Act”) against Ronald A. Warren (“Respondent”).

IL

In anticipation of the institution of these proceedings, Respondent has submitted an Offer
of Settlement (the “Offer”’) which the Commission has determined to accept. Solely for the
purpose of these proceedings and any other proceedings brought by or on behalf of the
Commission, or to which the Commission is a party, and without admitting or denying the findings

‘herein, except as to the Commission’s jurisdiction over him and the subject matter of these
proceedings, which are admitted, and except as provided herein in Section V, Respondent consents
to the entry of this Order Instituting Administrative and Cease-and-Desist Proceedings, Pursuant to
Section 8A of the Securities Act of 1933 and Sections 15(b) and 21C of the Securities Exchange
Act of 1934, Making Findings, and Imposing Remedial Sanctions and a Cease-and-Desist Order
(“Order”), as set forth below. ' ‘ :

o 2T



HI.

On the basis of this Order and Respondent’s Offer, the Commission finds' that:

Respondent

1. Respondent was the sole officer, director, and majority shareholder of InTake
Communications, Inc. (“InTake”), a Florida corporation, from the date of its incorporation until
approximately February 10, 2011. Respondent was the sole officer, director, and majority
shareholder of BlueFlash Communications, Inc. (“BlueFlash”), a Florida corporation, from
approximately June 20, 2013 to August 23, 2013. Respondent, 60 years old, is a resident of
Duluth, Georgia.

Other Relevant Entities and Persons

2. InTake, incorporated in Florida on December 24, 2009, registered an offering of
3,000,000 shares of common stock pursuant to a registration statement effective as of March 25,
2010. InTake’s stated principal place of business was in Duluth, Georgia. On February 10, 2011,
InTake underwent a change of control pursuant to a stock purchase agreement. Prior to that change
of control, InTake had at least three undisclosed parents, promoters, and control persons (“InTake

undisclosed control persons”™).

3. BlueFlash, incorporated in Florida on January 11, 2011, registered an offering of
3,000,000 shares of common stock pursuant to a registration statement effective as of May 13,
2011. On August 23, 2013, BlueFlash underwent a change of control pursuant to a merger
agreement. Prior to that change of control, BlueFlash had at least two undisclosed parents,
promoters, and control persons (“BlueFlash undisclosed control persons™).

Background

4. One of the InTake undisclosed control persons approached Respondent to be the
sole officer and director of a company whose sole purpose was to be sold as a public vehicle. This
undisclosed control person told Respondent that Respondent would be the sole officer and director
of the company in name only, and would be paid a flat fee upon the sale of the company. That
company was soon incorporated as InTake on December 24, 2009.

5. On February 2, 2010, InTake filed a Form S-1 registration statement seeking to
register the offer and sale of 3,000,000 common shares in a $30,000 public offering, and amended
its statement on March 8, 2010 and March 23, 2010 (together, the “InTake Registration Statement”).
The InTake Registration Statement became effective as of March 25, 2010.

The findings herein are made pursuant to Respondent's Offer of Settlement and are not
binding on any other person or entity in this or any other proceeding.
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6. On March 7, 2011, BlueFlash filed a Form S-1 registration statement seeking to
register the offer and sale of 3,000,000 common shares in a-$30,000 public offering, and amended
its statement on April 13, 2011 (together, the “BlueFlash Registration Statement”). The BlueFlash
Registration Statement became effective as of May 13, 2011. v

7. According to the InTake Registration Statement and InTake’s other filings with the
Commission, Respondent was the President, Director, Principal Executive Officer, Principal
Financial Officer, Principal Accounting Officer, majority shareholder, and sole member of
management of InTake.

8. -The InTake Registration Statement and InTake’s other filings with the Commission
materially misrepresented that Respondent had capitalized InTake and. controlled, and would
continue to control, InTake. Respondent knew at all material times that, to the contrary, InTake was
capitalized, operated and otherwise controlled by the InTake undisclosed control persons, none of
whom was disclosed in any of InTake’s filings with the Commission.

9. The InTake Registration Statement and InTake’s other filings with the Commission
materially misrepresented that InTake’s business plan was “to provide software to companies to
help them market and sell their music and entertainment content to consumers.” Respondent took
no actions toward any such business plan for InTake. Respondent knew at all material times-that
InTake had no purpose other than to engage in a merger or acquisition with an unidentified entity.
Therefore, InTake was an undisclosed “blank check company” as defined in Rule 419 under the
Securities A