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IN'}‘R:(‘@DUCTION
Disciplinary Proceeding No. 2005(?0(:)675703 was filed on March 31, 2008, by the
Department of Enforcement of the Financi:al l\hadustry Regulatory Authority (“FINRA”).

Respondent Barron Moore, Inc. submittedi an Offer of Settlement ("Offer") to Complainant on
|
July 11, 2008. Pursuant to NASD Rule 9270(¢), the Complainant and the National Adjudicatory

Council ("NAC"), a Review Subcommittee of|the NAC, or the Office of Discipﬁnary Affairs

|
(*ODA”) have accepted the uncontested Offer. Accordingly, this Order now is issued pursuant

to NASD Rule 9270(e}(3). The findings, ci:m%m lusions and sanctions set forth in this Order are

those stated in the Offer as accepted by thf; Complainant and approved by the NAC.

Under the terms of the Offer, Respiond ent has consentéd, without admitting or denying
the allegations of the Complaint, and solel!y for the purposes of this proceeding and any other
ol
proceeding brought by or on behalf of FIN!RA, or to which FINRA is a party, to the entry of
findings and violations consistent with thel; aliegations of the Complaint, and to the imposition of
the sanctions set forth below, and fully um;:ler;stands that this Order will become part of

Respondent’s permanent disciplinary record and may be considered in any future actions brought

by FINRA. ;
BACKGROUND
|

Barron Moore, Inc. was at all times relevant to the Complaint a registered broker-dealer

and member of FINRA (f/k/a NASD or National Association of Securities Dealers) located in
Dallas, Texas. The firm had been a membr:r o FINRA since 2003. It was primarily owned by

|
Barron Moore Heldings, Inc. A significant aspect of the firm’s business consisted of receiving

P
Pifn‘k Sheet, or other penny stocks from customers and

deposits of large blocks of Bulletin Board,
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| |
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liquidating them for the customers. The fmq q

Form BDW on June 25, 2008.’

-eased doing business in June 2008 and filed a

FINDINGS?lAND CONCLUSIONS

It has been determined that the Off:er })

Barron Moore Customers

The MC Accounts :

e accepted and that findings be made as follows:?

Between April and September 2004, t;hree entities under the nominal control of one

|
| |
individual, MC — the 20 year old half-brather
| |

representative — opened accounts with Barror

|
Former Barron Moore employee Seth Boténe‘é

these accounts.” i
|

. Customer PHC opened a br;okfex

2004. Botone signed the new accolu:n;t

of a former Barron Moore registered

1 Moore shortly after the entities were established.

was designated as the registered representative for

rage account at Barron Moore on or about Aprill4,

form as the registered representative of record on

the PHC account, and served as the; rdlgistered representative for the account during the

time period in which the misconduét alleged herein took place. PHC had been organized

as a corporate entity on or about Décé :bcr 26, 2003, less than four months before

opening its account at Barron Moore. | |

. Customer HCC opened a brokerage account at Barron Moore on or about July 30,
o

2004. Botone signed the new acco;unt:

|
orm as the registered representative of record on

L . .
the HCC account, and served as the registered representative for the account during the

! Katherine Moore, who is a respondent in this mat!:er a.nd whao has also submitted an Offer of Settlement, was the

President, Chief Execuiive Officer, and Chief Fmamulal
Moore Holdings, Inc.. |

Officer of Barron Moore, and the princ ipal owner of Barron

* The findings herein are pursuant to Respondent Bamm Moore's Offer of Settlement and are not binding on any

other person or entity named as a respondent in th1s or|

y other proceeding.

* Botone was barred from associating with any FINRA member firm in any capacity as a result of a Default

Decision issued in a proceeding relating to the facts alle

ged in this Order. DOE v. Botone, Disciplinary Proceeding

No. 2605000075704
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N
time period in which the misconduct a

as a corporate entity on or about }tleiQ

at Barron Moore. !
I
.

. Customer GI opened a brokera

Hleged herein took place. HCC had been organized

9, 2004, only one day before opening its account

se account at Barron Moore on or about

September 1, 2004. Botone served a$ the registered representative for the GI account

during the time period in which th%. ﬁifconduct alleged herein took place. Gl had been

organized as a corporate entity on t;)r aJ)out July 1, 2004, two months before opening its

account at Barron Moore.

Although MC was 20 years old at thc%

i

Fn

t

|
forms indicated that MC had extensive inves
|

with options trading and trading on margil“l. Ir

experience who washed and detailed cars flbr‘

brother of a Barron Moore registered reprelscin

E

ime the accounts were opened, the new account
|
nent experience, including five years of experience
1 fact, MC was 4 student with no apparent business

Jarron Moore employees. MC is also the half-

ative, Joshua Lankford.* Despite the fact that

Botone knew about this relationship, the new account documents for HCC and GI indicated (by

ate

|
n

check mark) that the customer was not rel a%l
the

check mark in response to that question o |

Despite the formal designation of I#otin

accounts, the accounts were handled by L | fe
| I

accounts with Botone as the broker of reco!rd
l

clients, rather than his own. Lankford gavé a

I
|
-
|
i
|

E

movement of funds out of these accounts,

|
|
|

to an employee of Barron Moore; there was no
PHC new account form.

ne as the registered representative for the MC

nrd. Lankford instructed Botone to open these
Botone considered these entities to be Lankford’s

3arron Moore employee instructions regarding the

* In October 2007, Lankford consented to a permanent bar from association with any FINRA member firm as a

resuli of his failure to provide Enforcement with infonin

!
|

i

ﬁtion, documents and testimony.
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Other Customers

. Customer PJ opened a brokerage account at Barron Moore on or about June 25,

2004. Botone signed the new account form as the registered representative for PJ's

account, and served as the registeréd re
! .

presentative for the account during the time period

in which the misconduct alleged hérein tock place.

. Customer DMI opened a broke ragc account at Barron Moore on or about

August 2, 2004. Although another Bafmn Moore employee was designated as the

registered representative for the DMI account during the time period in which the

misconduct alleged herein took pla.:cef Joshua Lankford actually serviced the account.

|
Lankford signed the new account f:orm

as the registered representative, and the

designated registered representativo;‘: never had any substantive communication with the

owner of DML’ |

. Customer GZ opened two birokﬁerage accounts in his own name and one in the

name of a corporate entity he contrplled at Barron Moore. Joshua Lankford was the

registered representative for these accounts during the time peried in which the

misconduct alleged herein took place!

. Customer GDG & Associatés,! a law firm in Tulsa, Oklahoma, opened a brokerage
|

account at Barron Moore on or abojut Septcmber 9,2004. Joshua Lankford was the

|
* The President of DMI, DMW, was Executive Vice President, 2 General Securities Principal, and a General
Securities Representative of a former FINRA member|f' m until 2005. DMW was suspended in 2003 for ninety
days, ordered to disgorge more than $25,000, and qrder to pay a $55,000 civil penalty by the SEC for fraudulently

failing to disclose to investors that shares being recommnded to his customers were owned by himself and his firm.
He was barred also from associating with any member firm in a principal capacity in November 2005 for attempting
to mislead FINRA staff by directing another firm emp]oyee to falsify documents and for failure to register as a

principal. The following month, he was barred froxjn a

ciation in any capacity for engaging in manipulative wash

trades of common stock and engaging in other related misconduct. Botone, Lankford, and respondent Patrick Harte

all worked at DMW’s firm during the time DMW was’E

xecutive Vice President at that firm.
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registered representative for this a(!:cnupt during the time period in which the misconduct
-

alleged herein took place. .

Distribution and Sale of Unregistered iStorage Networks (JOGN) Stock

In late 2004 and early 2005, Barron Moore executed improper sales of 475,000

unregistered shares of iStorage Networks, Inc (IOGN) on behalf of all of the customers
i i

identified above, except for PHC, each of wﬂich had obtained their shares from, or had been,

affiliates of IOGN. |
JOGN was incorporated in or around 1997 as Camryn Information Services. Camryn did

not begin operations until May 2004. It urgldsr%vent a reverse merger, forward stock split, and

name change to IOGN during the first wee}-k c?fj November 2004. In its financial statements,

IOGN described itself as a development-stlagé company as of October 31, 2004. As of

November 8, 2004, IOGN had four sharehT::lders, each of whom had been a shareholder in

IOGN’s predecessor, Camryn Information: Services, since at least July 1999, and each of whom

|
owned at least 12.5% of the company’s oultstaqlding shares. One of these shareholders was

|
Barron Moote customer PJ. e
|

i

Between November 9 and Novemﬂer iliS, three of these shareholders engaged in a large

distribution of their IOGN shares, transferfin'g 9,502,000 shares — nearly one-third of the total
issued and outstanding shares of the oompr%myg — to approximately 65 individuals and entities.
PJ transferred a total of 1,648,000 shares, ihc!uding 475,000 shares to six Barron Moore

customers: HCC (200,000 shares), GI (75,?0!? shares), DMI (75,000 shares), GDG & Associates

(75,000 shares), GZ (25,000 shares), and PIJ’.‘.‘:“ ﬁ‘)wn account (25,000 shares). In addition, he

transferred 946,000 shares to two customers of respondent World Trade Financial Corp., and
i
‘ |

1
-
L

|
|

I
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227,000 shares to a customer of former res:pcjm

dent William Kassar. All of these customers

received their shares in the form of certlﬁéateslf dated November 15, 2004.

On November 16, 2004, the six Ba‘rrqn‘
|

IOGN into their Barron Moore accounts xq cer
! |

January 14, 2005, Barron Moore sold, on llael';m
|

the customers through the distribution desctibe

Moore customers deposited all 475,000 shares of

‘ tificate form. Between December 22, 2004 and

If of its customers, all 475,000 shares obtained by

:d above, generating proceeds of approximately

more than $48,300: |

. On four days, from Decemb :

200,000 IOGN shares held by custome

|
22, 2004 to Januvary 7, 2005, Barron Moore sold all

r HCC into the market in agency trades. HCC

realized approximately $19,800 in pron"eeds from these sales, whlch generated

approximately $1,000 in commissions.

The proceeds of these sales were transferred out

I
of the account as soon as they were accrued.

. On four days, from on or al:j-out
1 .

December 22, 2004 through January 7, 2005,

Barron Moore sold all 75,000 IOGN shares held by customer DMI into the market in

agency trades. DMI realized approxxmately $8,900 in proceeds from these sales, which

generated approximately $470 in commﬂusswns The proceeds of these sales were

transferred out of the account as soonias they were accrued.

. On three days, from on or abou1 December 22, 2004 through January 7, 2005,

Barron Moore sold all 75,000 IOGN shares held by customer GDG & Associates into the

market in agency trades. GDG & Assotiates realized approximately $8,200 in proceeds

from these sales, which generated a;ppmximateiy $435 in commissions. The proceeds of

these sales were transferred out of t;heﬁaccount as they were accrued.

\
\
|
|
\
| 1
1
|
1
1
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ce

25,000 TOGN shares held by customeir

. On two days, on or about De

mber 28 and 29, 2004, Barron Moore sold all

PJ into the market in agency trades. PJ realized

approximately $3,600 in proceeds fmﬁa these sales, which generated approximately $225

in commissions. The proceeds of thes

as they were accrued.

On or about December 29, .200

|
by customer GZ into the market in!ag?e

proceeds from the sale, which genaratje
\

On two days, on or about J anys

i '
OGN shares held by customer Gl o

approximately $4,200 in proceeds f‘ron

in commissions. The proceeds of tbesc

as they were accrued. :
- 1

No registration statement covenng!thelzs

Exchange Commission. Neither IOGN nor its

the sale of its stock.

Consolidated Sports Media Group, Inc. i |

> sales were transferred out of the account as soon

4, Barron Moore sold all 25,000 IOGN shares held
ncy trades, GZ realized approximately $3,500 in
d approximately $185 in commissions.

ry 12 and 14, 2005, Barron Moore sold all 75,000
the market in agency trades. GI realized

 these sales, which generated approximately $240

: sales were transferred out of the account as soon

e sales was ever filed with the Securities and

predecessor had filed a registration statement for

In late 2004 and early 2005, Barron ]!»;/Icore executed improper sales of more than

1,292,000 unregistered shares of Consolidfftteﬂ

Sports Media Group, Inc. (CSGU) on behalf of

three Barron Moore customers—HCC, PHb,iand PJ. These customers either obtained their

\
shares from, or had been, affiliates of CSQU.E

CSGU was incorporated in or around il

underwent a reverse merger, forward stockg sp:l
[

008 as Barcode Enterprises, LTD. The company

t, and name change to CSGU prior to July 14,

\
|
|
|
|

s
I
|
|
I
‘
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]
2004. CSGU began to be quoted on the P}nkI Sheets on or about July 22, 2004. At that time,

\
CSGU was a development-stage company, whose stock was thinly traded as a penny stock. It
|

remained a development-stage company as lz%,t!e as December 31, 2004.
As of July 14, 2004, just after CSGU iunderwent its reverse merger, name change, and
forward stock split, CSGU had six sharehcialdjezl;s, each of whom had been shareholders in Barcode

Enterprises since in or about November Z?Oﬁ. Among these CSGU shareholders were an

|
individual, JL, and Barron Moore customér PJ, each of whom owned 6,250,000 CSGU shares, or

9.375% of the outstanding shares. ! |

|
JL and PJ distributed 12.4 million |of their shares to six other entities and individuals, one
|
of which immediately redistributed 2.5 milllidn shares to ten other individuals. On or about

|
July 21, 2004, Botone’s customer PHC rec;;eiwd 1,200,000 CSGU shares from JL. On the same

date, JL distributed an additional 5 million; sh res to two other entities. On or about July 22,
|

b I
2004, the same day that CSGU shares began Itc}s} be quoted on the Pink Sheets, PJ transferred

e
3,200,000 CSGU shares to Barron Moore f.:ust‘ mer HCC and 3,000,000 additional shares to two
‘ '

other entities, retaining 50,000 shares for ﬁinf;self (which he later sold through Barron Moore).

One of PJ’s transferees immediately redisﬁriﬁutcd the 2,500,000 shares it had received from PJ to

ten other individuals. L
On or about September 1, 2004, PHC' cfeposited the 1,200,000 CSGU shares it received
from JL into its Barron Moore account, and PJ deposited his remaining 50,000 CSGU shares into

his Barron Moore account. On or about th!at same day, HCC deposited the 3,2000,000 shares it

received from PJ into its Barron Moore acczzm:mt, which already contained 700,000 shares of

|

CSGU. All of the shares were deposited 1r‘1 certificate form.
|
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|
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|

On 15 days between October 1, ZOP4iand December 1, 2004, Barron Moore sold

approximately 1,100,000 CSGU shares held by HCC into the market in agency transactions.

HCC realized approximately $330,000 in prcincceds from these sales, which generated

approximately $17,400 in commissions. On iofr about October 1, 2004.and October 19, 2004,
ol
Barron More sold 60,000 CSGU shares he?d by customer PHC into the market in agency

transactions. From on or about January 251, 2005 through February 11, 2003, Barron Moore sold
another 81,750 CSGU shares held by customer PHC into the market in agency transactions. In
all, PHC realized approximately $21,000 iP proceeds from these sales, which generated

|1
approximately $1,100 in commissions. On or about October 4, 2004, Barron Moore sold all

50,000 CSGU shares held by PJ into the nllark‘:t in agency transactions. PJ realized
approximately $8,900 in proceeds from thils sj.aJIc, which generated approximately $470 in

commissions. The proceeds of this sale wi‘:ret \iuired out of the account the following day.
| .
No registration statement covering these sales was ever filed with the Securities and

Exchange Commission. Neither CSGU nt%r i;ts- predecessor had filed a registration statement for
|

the sale of its stock. |

Structures USA. Inc,

!
|
|
|
In late 2004 and early 2005, Barrol‘} Moore sold approximately 5,600,000 unregistered

|
shares of Structures USA, Inc. {STUS) on behalf of a single customer who obtained the shares
|

1
directly from the issuer.

|

STUS was incorporated in 2002 as iVaxl Imaging Corp. The company underwent a

reverse merger and name change to STUS fin 10:' around August 2004. On or about August 20,

2004, STUS began fo be quoted on the Pinlk E‘isHeets. At that time, STUS was a thinly-traded
-

penny stock,

110




|
On or about September 29, 2004, STUS issued 5,000,000 new shares to PJ. Six days
tater, on or about October 5, 2004, PJ dep;:osiéted these 5,000,000 STUS shares into his Barron
Moore account in certificate form. On approx imately 34 days between October 5, 2004 and
March 4, 2005, Barron Moore sold all 5 000 JOO STUS shares held by customer PJ into the
market in agency trades. PJ realized apprtl)xl‘mately $570,000 in proceeds from these sales,

which generated approximately $30,000 in cb,mmissions. The proceeds of these sales were
o

wired out of his account as soon as they accrued.
No registration statement covering th:efe sales was ever filed with the Securities and

Exchange Commission. Neither STUS nor 1tq| predecessor had filed a registration statement for

|
the sale of its stock. P i

[
Respondent’s Failure to Fulfill Its Oblig.‘alq'(ms| in Connection with the Sale of Unregistered
Securities , :

| . .
Barron Moore knew or should havé known information which required that it conduct
L
further inquiry to determine whether the s#eqﬁties were registered or going to be sold in
transactions which were exempt from the fegjis.tration requirements of Section 5 of the Securities

Act of 1933, Barron Moore knew or should have known that:

. IOGN, CSGU, and STUS \*ferel‘little—known development stage issuers that had
b

very short operating histories; | |
L

> IOGN, CSGU, and STUS had recently undergone reverse mergers, forward stock
|

splits, and name changes; !

. IOGN, CSGU, and STUS had'rTever filed registration statements with the SEC for
the securities sold by Barron Moore 8 éustomers

. the stocks of IOGN, CSGU?T af‘lﬁl STUS were thinly traded in the over-the-counter
market and quoted on the Pink Shelietsé %md

‘11




. the stocks of IOGN, CSGUJ, an:d STUS had just begun trading shortly before the

- r . - - | i
initiation of trading by Barron M(Jti)rq’$ customers.

Barron Moore was in possession of information from various sources, including stock

certificates, account information and docum ts in its possession, as well as from sell orders and
wire instructions the firm received and pro:rce‘s ed, that should have alerted it to the necessity of
conducting some inquiry into the circumsti‘an?:és surrounding the sales of IOGN, CSGU, and
STUS shares by certain of its customers. ‘jdpaix}:iﬁcally, it was aware that:

. HCC, GI, PJ, DSM, GZ, and GLZ)G & Associates each deposited a large amount of

IOGN shares into their Barron Moc%yre‘ accounts in the form of newly issued certificates all

of which bore the same issue date, ;dej:?sited them on the same day (one day after they

4

were issued), and quickly sold all {j)f their shares;

. HCC, PHC, and PJ deposited alarge amount of shares of CSGU into their Barron
Moore accounts on the same day in tha form of newly issued certificates, and began
selling them soon thereafter; and | }
. PJ deposited a large amount of shares of STUS into his Barron Moore account in

the form of a newly issued certificate, ?nd promptly began selling the stock.

Barron Moore failed to perform an ?adghuate inquiry into the registration or exemption

status of the unregistered shares deposited into and sold from the accounts of these customers
despite its knowledge of and participation m 1I;h‘c activity in those accounts. For example, Barron
Moore failed to ascertain when, how or unéief what circumstances the customers received the
shares they deposited, whether any of thes? customers were affiliated with the issuers whose

shares they deposited, how long they held tjhe? ﬁlhares, whether or when they had paid for the

12
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shares, or what percentage of the outstandlmg Ishare.s of those issuers each of the customers
owned. D !
!

Moreover, with regard to the tradeé in %e PHC, HCC, and GI accounts, Barron Moore
should have had a heightened level of susﬁic,iqn about the account and the activity therein
because M was 20 years old at the time, had no apparent business experience, washed and

detailed cars for Barron Moore employeesj, a:n:l opened three purportedly unrelated trading

. . | . . .
accounts at about the same time with no apparent business purpose for doing so. The companies

1

that owned the accounts were described si'mpj:ly as “consulting” companies on their new account

||
forms and had been incorporated shortly b;efbﬁe the accounts were opened.
Based on the foregoing, Barron Mc;xoﬁe! participated in the sale of unregistered shares in
|

]
violation of Section  of the Securities Act of i1933.

Supervigory Failures | !

Failure to Supervise Sales of Unregz‘sftlred Securities

Pt
Barron Moore failed to adequately\supérvise the registered representatives who

participated in the sales of unregistered seéungles described above, thereby failing to comply
‘ i
with NASD Conduct Rule 3010. Barron Moa*e had access to information, from documents

(including copies of stock certificates, acc%mnti statements, trade blotters, and order tickets) that it
‘ [
received and/or reviewed, that should have ale}rted it that Lankford and Botone, on behalf of the
|

customers identified above, were receiving am;:l selling large quantities of unregistered securities
1
of IOGN, CSGU, and STUS. Barron Moojre failed to take adequate measures to ensure that the

. . | . . . . .
registered representatives and other employetj:sﬁl‘ under its supervision complied with the

requirements of Section 5 of the Securities’ Act such as requiring the registered representatives

to ascertain whether the securities being sold‘ ere registered, how and from whom the customers
|1
| |

\‘13




obtained their shares, whether and when the !hares were paid for, and whether the transactions

were subject to any exemption from registl‘ration. By failing to take such measures, Barron

Moore violated NASD Conduct Rules 3010(a) and 2110.
"
|
5
Barron Moore failed to devise adequate formal procedures, including supervisory

- . . .
procedures, requiring registered representatives or any ather firm personnel to (1) determine

Inadequate Procedures

whether shares of stock deposited in customér accounts were registered or being sold in

transactions that were exempt from reglstratlolll, or (2} otherwise determine whether shares in
customer accounts were being sold in comph a ice with Section 5 of the Securities Act. Barron

o
|
Moore had procedures for handling securities designated as restricted, such as securities bearing

restrictive legends or presented as being sold pursuant to Rule 144 under the Securities Act of

1933. However, the firm did not have procedures for preventing the sale of unregistered

securities, for determining whether sccurit"ies? were registered, for determining whether securities

were restricted, for determining whether trhn':s#wtion were subject to any exemption from
|

registration, or for determining whether trdns'm‘:tions were in violation of Section 5 of the

Securities Act.

|
Barron Moore’s written superwsor‘y prbcedures contained no procedures addressing the
circumstances under which firm personnel‘ should inquire into the registration or exemption
status of shares in customer accounts, such ag % list of risk factors that might include a little-
known issuer, a thinly-traded security, or t}‘ne :dk?-,posit of certificates or large volumes of shares.
Nor did the written supervisory procedm‘esi cér‘utain any description of steps that firm personnel

| .
could or should take to inquire into shares" registration or exemption status, such as asking how,
|

when, and under what circumstances the shares were obtained.
Lo
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||
By failing to establish and mamtaJ\n supervisory systems and by failing to establish,

maintain, and enforce written procedures ll'eaisﬂnably designed to achieve compliance with

applicable securities laws and regulations,! Ba:aﬁ’on Moore violated NASD Conduct Rules 3010(a)
. )
and (b) and 2110. |

*. & *

Based upon the foregoing, Barron ;Mq::onre violated NASD Conduct Rules 2116, 3010(a),

and 3010(b). !

Based on these considerations, the/sanctions hereby imposed by the acceptance of the

Offer are in the public interest, are suﬁicienﬂsT remedial to deter Respondent from any future

misconduct, and represent a proper dischafgt; by FINRA, of its regulatory responsibility under
\
I i

the Securities Exchange Act of 1934, |

I
SANCTIONS
It is ordered that Respondent Barm:n Moore, Inc. be expelled from membership in
-
FINRA. Pursuant to IM-8310-3(¢), a bar (;,)r g:}ipulsion shall become effective upon approval or

|
acceptance of this Order. ‘

The sanctions imposed herein also iap'p‘{y to the Order against Barron Moore being

entered on this date in Disciplinary Proccedir:1g No. 2006003672401,




S0 ORDERED.

Dated: July 21, 2008

16

FINRA

Signed on behalf of the
Director of ODA, by delegated authority

J/’L

Dav1d Sonnenberg’

Vice President

FINRA Department of Enforcement
1801 K Street, N.W,

Washington, DC 20006

(202) 974-2800

FAX: (202) 974-2805




