
TO: Department of Enforcement 
Financial Industry Regulatory Authority ("FINRA") 

FINANCIAL INDUSTRY REGULATORY AUTHORITY 
LETTER OF ACCEPTANCE, WAIVER AND CONSENT 

NO. 2006006518902 

RE: Darren White, Respondent 
CRD No. 2945030 

Pursuant to FINRA Rule 9216 of FINRA's Code of Procedure, I submit this Letter of 
Acceptance, Waiver and Consent ("AWC") for the purpose of proposing a settlement of the 
alleged rule violations described below. This AWC is submitted on the condition that, if 
accepted, FINRA will not bring any future actions against me alleging violations based on the 
same factual findings described herein. 

A. I hereby accept and consent, without adnutting or denying the findings, and solely 
for the purposes of this proceeding and any other proceeding brought by or on 
behalf of FINRA, or to which FINRA is a party, prior to a hearing and without an 
adjudication of any issue of law or fact, to the entry of the following findings by 

Darren White, CRD No. 2945030, first became registered with FINRA as a 
Corporate Securities Limited Representative in December 1998. Between August 
15, 2002 and April 24,2007, White was registered with Chicago Investment 
Group ("CIG") as a Series 7,24, 55,62 and 63. His registration with CIG was 
terminated on April 24,2007, and he has not been registered in the securities 
industry since his termination from CIG. FINRA retains jurisdiction over White 
pursuant to Article 5, Section 4 of the By-Laws, as the conduct that serves as the 
basis for this action commenced prior to his termination of registration from a 
member firm and this action has been filed within two years after the effective 
date of his last termination of registration from a member firm. 

I. 

ACCEPTANCE AND CONSENT 

FINRA: 

BACKGROUND 

OGOib0<n.z« 
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| OVERVIEW 

Between April 24 and October 31,2006 (the "relevant period"). White, a trader at CIG 
aided and abetted the price manipulation of the thinly traded common stock of South Texas Oil 
Company ("STXX^ by CIG Registered Representative Paul Benz. White rendered substantial 
assistance to Benz in manipulating the price of STXX. At Benz'a direction, White bought and 
Sdld STXX tor Benz's customer, CIL, and made a market in STXX from August 29 through 
October 31,2006. Benz directed White's trading of STXX and gave him instructions on where 
to set his quotes and how much to trade. At the time that White made the trades for the CEL 
account and made a market in STXX, at Benz's direction, he had a general awareness or 
knowledge mat his actions were part of an overall course of conduct that was illegal or improper. 
White acted, at a minimum, recklessly. These activities contributed to the price of STXX 
increasing from $0.3 5 to $4.05, a gain of over1 ,000%. 

, By virtue of the atoveaaic^ 
aiding and abetting the price manipulation of STXX. 

: FACTS AND VIOLATTVF PONmrfT 

I- General Background 

A - White and Paul Benz 

In 2006, White was working as a trader at CIG. White worked out of his home in 
California. At that time, CIG had a broker, Paul Benz, who it hired based on White's 
recommendation, who worked out of his home in New Jersey. 

w&e 
Benz had a corporate customerj CIL, The three listed authorized users of the account 

all residents of the Bahamas. One of the authorized users was a director of a hedge fund 
(the "Hedge Fund"), where a close relative of Benz was the controlling manager and Chairman 
and CEO of the Hedge Fund's investment management company. In April 2006, CIL held & 
substantial number of shares of STXX, the common stock of South Texas Oil Company. 

| C. South Texas Oil Company 

| South Texas Oil is a Texas-based oil and gas exploration company. Its common stock, 
ST*XX, is a thinly traded over-the-counter bulletin board stock. Between February 2006 and 
April 23,2006, The price of STXX swung between $0. IS and $0.49 on reblively little volume. 
During this time period, the total trading volume of STXX was 84,424 shares, an average of 
3,377 shares per day on the 25 days STXX traded. 

I On April 6,2006, it was reported that South Texas Oil was experiencing cash flow 
problems and that its Operational Cash Flow Per Share ("OPS") ranking, had been lowered. 
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NA.SDENFORCEMENT 

Fi dm April 6 through October Jl, 2006, the news about South Texas Oil generally was 
negative.1 

According to South Texas Oil's Form 10-Kand 10-Qfflmg& in July 2005, South Texas 
Oil entered into a subscription agreement with the Hedge Fund to sell it $2,3 million in 
convertible debentures. The agreement provided mat the convertible debentures could be 
exercised at a price of $.587 per share and be convertible into the mimber of shares equal to 45% 
ofjthe equity of the fully diluted shares of the company. The public filings also merrtioned 
Bî nz's relative's role at the Hedge Fund, 

lit The Manipulation of STXX 

j Between April 24,2006 and October 31,2006, approximately 2.4 million shares of 
STXX traded in the market and the closing price increased from $0.35 to $4.05, for a gam of 
1,057%. A significant portion of the spikes in the price and volume of STXX happened towards 
the end of each month. Overall, CIG was responsible for 35% of the total volume in STXX and 
the majority of the trading by OlO was for the benefit of the CIL account. White handled all of 
CIO's trading in STXX for the CIL account and for CIG's market making account Benz 
directed ClL's account activity in STXX and CIG's trading in STXX and "White carried out his 
instructions. 

i CIG's activity in. STXX can be divided into two periods. Between April 24,2006 and 
August 28,2006, White, as directed by Benz, executed transactions for the CIL account. 
Beginning on August 29, White, at Benz's direction, made a market in STXX and also continued 
to execute transactions for the OIL account During both periods, Benz's and White1 & efforts 
contributed to the significant price increase of STXX. 

A April 24 ̂ August 28.2006 

On April 24, the CIL account made rts initial purchase of 60,000 shares of STJOC at 
prices between $0.30 and $0.35 per share, accounting for 42% of the total trading volume that 
day, The purchase was notable because ii was more than double the total number of shares that 
tdded during the 30 days prior to April 24. 

> 
Between April 25 and May 31, CIL bought an additional 10&.S0O snares at increasing 

prices from $0.535 to $ 1.41, me dosing price on May 31. CIL did not sell any stock during mis 
period However, this activity helped boost the price of STXX to a level that allowed the Hedge 
Fund to exercise its convertible debentures in June and take control of South Texas Oil. 

From June 1 through August 28, the CIL account bought an additional 104,000 shares of 
STXX and sold just over 70,000 shares. Overall, from April 24 to August 28, the closing price 

1 Oh August 8,2006, otw of the rare positive reports indicated that STXX had a net profit during My. However, 
abA OD August 8, aoather report reiterated an OPS rank of 8, the lowest posdbb valuo, placing it ia a group Of 

' janiea with tbe highest risk of going out of business. On August 30,2006, there were reports that STXX had 
: a two-year high for cash flows aad a two-year low for free cash flow. Tiftre were no press reports 

; September and October. 
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Js jSTXX went fism $0.35 to $1.94. The trading volume in the CIL account, which mainly 
consisted of purchases, made up 32.5% of the total market activity in STXX during this time. 

I B. August 29 - October 31.2006 

On August 29, at Beaz's request, White began making a market in STXX. Between 
August 29 and October 31, White was an active market maker in STXX both in volume traded 
and bid movement During this time, White's influence as a market maker contributed greatly to 
the inside bid increasing from $1.70 to $3.90. Benz directed White's trading of STXX and gave 
Mm instructions on where to set his quotes and how much to trade. 

! Immediately after becoming a market maker in STXX, on August 30 and August 31, 
CIG, acting through White, dominated the market CIG was at the inside bid 95% of the time 
anp was responsible for over 80% of the total volume of STXX transactions during these last two 
dap of August Because of Bent's and White's effort̂  the price of STXX increased from 
$190 to $2.20, an increase of approximately 16%. 

During August and September, the CIL account, as directed by Benz and traded by. 
White, continued its concentrated buying pattern, buying approximately 121,000 shares while 
selling only 45,000 shares. 

j In October 2006, the CIL account at CIG sold 50»000 shares of STXX, without 
purchasing any additional shares. At the same time, Benz directed White to continue to buy 
STXX in CIG's inventory account. CIG bought 58,890 and sold 68390 with other market 
makers. The closing price on October 31 was $4.05 

From August 29 to October 31 time frame, CIG was at the inside bid 52% of the time and 
responsible for approximately 37% of the volume. Overall, during the relevant period, market 
interest in STXX Increased significantly. While only four market makers made a market iu 
STXX prior to April 24, by the end of October 31, there were a total of 15 market makers. 

' C. Xfeinipiilarive Ctiamcteristics of CIL's Trading, in. STXX 

| 1. Transactions Without Apparent Business Purpose 

CIL's buying and selling of STXX, at the direction of Benz and as carried out by White, 
made little economic sense. During several periods, CIL alternated between buying and selling 
while holding a large number of shares in the account. For example, during June 2006, It 
purchased41,027 shares of STXX and sold 58,000 shares while already holding 223,827 shares 
in the account In September 2006, it purchased 48,300 shares and sold 45,000 shares of STXX 
while holding 347.807 shares. During the six-month review period, the CIL account bought 
398,107 STXX shares and sold 238,680 abates. 

Moreover, after CIL sold shares, it frequently bought them back at a higher price. For 
exknple, from the end of June through mid-July, CIL sold 70,800 shares of STXX at an average 
prise of $1.52 and then bought back 70̂ 00 atanaveragepriceof $1.92. During these sales and 
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re mrchases, CIL maintained a position of over200,000 shares of STXX in the account. In 
addition, on the last two days of September, CIL sold 45,000 STXX at $2,015 and then boa#t 
28,800 STXX at $2.26, before selling 50,000 more shares daring October, these sales and 
repurchases occurred while CIL maintained a position of more than 300,000 shares. 

I 2. End of Month purchases 

Many of CIL's purchases of STXX occurred near the close ofthemwrketarKJ attheend 
[the month. During five of the seven months between April and October 2006, the largest 

: in trade volume in STXX in the market overall occurred on the last day of the month (July 
August) or next to last day of the month (May, June, and September). In April, the largest 
; came during the last week of trading. In October, a month in which CIO did not purchase 

STXX, there was no noticeable end of the month price spike. Between April and September, 
STXX's closing price was highest on the final trading day of each month 

! Between April and September, 51% of CIL's purchases occurred in the last two trading 
days of the month, hi four of the months (April, May, June, and August), CIL's transactions set 
the closing price for the month, although it was not necessarily the highest price of the day. 
Daring July, CIL's final trade was entered at 3:59:09 p.m, and during September its final trade 
wasat3:55;38pjtt. • 
IJX White'* Aiding And Abetting Liability 

j "White aided and abetted the price manipulation of STXX by Ben2i WMtercrnJered 
substantial assistance in the rnampulatiaa by entering the trades for the CIL account and making 
a market in STXX. At the time thai White made the trades for the CIL account and made a 
market in STXX, at Benz's direction, he had a general awareness or knowledge that his actions 
are part of an overall course of conduct that was illegal or improper. White acted, at a ininimum, 
recklessly. White's activities relating to STXX earned him a total of approximately $14,625 in 
profits from market making and commissions on agency trades. 

IV- Conclusion 

By virtue of the above conduct, White violated NASD Conduct Rules 2120 and 2110 by 
aiding and abetting the manipulation of the price of STXX. 

B. White also consents to the imposition of the following sanctions: 

1. A suspension from associating with any FTNKA member firm m any and all 
capacities for a period of one year, and, before again becoming associated 
with any FINRA member firm in a capacity that requires a Series 7 or Series 
55, White shall re-qualify by examination for a Series 7 and/or Series 55. 

White understands that if he is suspended from associating whh any FINRA 
member, he becomes subject to a statutory disqualification as that term is 
defined in Section 3(a){39) of the Securities Exchange Act of 1934, as 
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amended. Accordingly, he may not be associated with airy FINRA member in 
any capacity, including clerical or miristeriai functions, during the period of 
the bar or suspension. (Bee JTNIU Rule 8310 and FINRA R ^ 

2. White has submitted a sworn financial statement and demonstrated a limited 
abiiitytopay. In light of the financial states ofRespondent, a fine o f S ? ^ 
has been imposed. The fine shall be due and payable upon ̂ association with 
a member firm following the one-year suspension noted above or prior to any 
application or request tor relief from any statutory disqualification resulting 
from this or any other event or proceeding, whichever is earlier, pursuant to 
the installment payment plan described in the Election of Payment form. 

The sanctions imposed herein shall be effective on a date set by FINRA start 

. WAIVER OF PROCEDURAL RIGHTS 

I specifically and voluntarily waive the following rights granted under FINRA's Code of 
Procedure: 

A, To have a Complaint issued specifying the allegations against me; 

5. To be notified of the Complaint and have the opportunity to answer the 
allegations in writing; 

C. To defend against the allegations in a disciplinmy hearing before a hearing panel, 
to have a written record of the hearing made and to have a written decision issued; 
and 

D. To appeal any such decision to the National Adjudicatory Council ("NAC") and 
then to the U.S. Securities and Exchange Commission and a U.S. Court of 
Appeals. 

Further, I specifically and voluntarily waive any right to claim bias or prejudgment of the 
General Counsel, the NAC, or any member of the NAC, in connection with such person's or 
body's participation in discussions regarding the terms and conditions of this AWC, or other 
consideration of this AWC, including acceptance or rejection of this AWC. 

I further specifically and voluntarily -waive any right to claim that a person violated the ex parte 
prohibitions of FINRA Rule 9143 or the separation of functions prohibitions of FINRA Rule 
9144, in connection with such person's or body's participation in discussions regarding the terms 
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an d conditions of this AWC, or other consideration of this AWC, including its acceptance or 
re ectiori. 

My limited ability to pay has been considered in connection with the monetary sanctions 
imposed in this matter. I specifically and voluntarily waive any right to claim mat I am unable to 
pajy at any time hereafter the monetary sanction(s) imposed in this matter. 

A. Submission of this AWC is voluntary and will not resolve this matter unless and 
until it has been reviewed and accepted by the NAC, a Review Subcoinrmrtee of 
the NAC, or the Office of Disciplinary AfErirs ("ODA"), pursuant to FINRA Rule 
9216; 

B. If this AWC is not accepted its submission will not be used as evidence to prove 
any of the allegations against me; and 

C. If accepted: 

1. this AWC will become part of my permanent disciplinary record and may 
be considered in any future actions brought by FINRA or any other 
regulator against me; 

Z this AWC will be made available through FINRA's public disclosure 
program in response to public inquiries about my disciplinary record; 

3. FINRA may make a public announcement conceroictg this agreement and 
the subject matter thereof in accordance with FINRA Rule 8313; and 

4. I may not take any action or make or permit to be made any public 
statement, including hi regulatory filings or otherwise, denying, directly or 
indirectly, any finding in this AWC or create the impression that the AWC 
is wimout factual basis* I may not take any position in any proceeding 
brought by or on behalf of FINRA, or to which FINRA is a party, mat is 
inconsistent with any part of ibis AWC. Nothing in this provision affects 
my right to take legal or factual positions in litigation or other legal 
pTC<teeduigs in which FINRA is not a parry. 

m. 
OTHER MATTERS 

I understand that: 

7 

TT/88 BStfd wau r̂ ri w~m 3Hi 6886-089-etS STUB 6902/3T/E8 



"dB/iay'itfsi 15:12 FAX 202074287/ NA'SnUJIROTiflKltBNT 

D. I may attach a Corrective Action StaEemeori to this AWC that is 3. statement of 
demonstrable corrective steps taken to prevent future misconduct I understand 
that I way not deny the charges or make any statement that is mDramtrient with 
the AWC in this Statement, This Statement does not constitute fectual or legal 
findings by FINRA, nor does it reflect the views of FINRA or its stfuX 

I certify that I have read and understate all of the provisions of this AWC and have bean given a 
ft#. oppcrBinhy to ask questions about it; feat I have agreed to its provisions voluntarily; and that 
ntj offer, threat, inducement, or promise of any kind; other than the teems set forth herabi and the 
prospect of avoiding the issuance of a Complaint, has been made to induce me to submrt it 

P̂eter Dclaa, Esq. 
The Doten Law Finn 
Suite 1750 
C% Group Crater 
444 South Flower Street 
Los Angeles, CA 90071-2920 
(213)689-4333 
(213) 680-9889 (fat) 
Counsel fbrRfispondeat 

Date Respondent Darren White 

S 
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Accepted by FINRA: 

i 

-MM-
Date I f 

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

>amuel t- Israel 
Associate Vice President and Chief Counsel 
FINRA Department of Enforcement 
1801K Street, N.W., Suite 800 
Washington, D.C. 20006 
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