FINANCIAL INDUSTRY REGULATORY AUTHORITY
LETTER OF ACCEPTANCE, WAIVER AND CONSENT
NO. 2007007159701

1Q: Depanment of Enforeement
Financial Industry Regulatory Authority (*FINRA™)

Rl::  Choice Investments, Inc.
Muember Firm
CRD No. 717665

Dunald Arthur [izen
General Securities Principal
CRD No. 833436

Pursuamt to NASD Rule 9216 of FINRA's Cude of Procedure, Choice Invesiments, Inc.
(“Choice™ and Denakd Arthur fzen “lzen™ teollectively, "Respondents™), submil this Egtter ol
Acceplance, Waiver and Consent (" AWC”) te the purpose ot proposing a setement of &t
alteped rule violations described below. This AWC is submitted on the condition that, i "4
aceepled, FINRA will not bring any future actions against Respondents alleging woi:tliom ‘b1
on the same faciug) findings described herein.
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ACCEPTANCE AND CONSENT
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A Respondents hereby accept and consent. without admiting or denying the tmdm;,s ‘-lnd
solely for the purposes of this proceeding and any viher proceeding brought by or on
behall of FINRA, or 1o which FINRA is a pany, prior 10 4 hearing and without an
adjudication of uny issue of law or lact. to the entry of the following findings by FINRA:

BACKGROLND

In March 1986, the Securities and Exchange Commission approved the
registration of Choice. The following month, April 1986, Choice became a
member of FINRA. The finn's registrution with the SEC and FINRA remarns in
effeet, and currently it has thinty-one registered persennel

Itren entered the securities industry in June 1978 as a General Securities Representative
with 4 FINRA member firm. From June 1978 to April 1986, he registered sernally with
three different FINRA member firms. In April 1986, he hegap his association with
Chuice and regrstered as a General Sceuritics Representative. Itzen’s registration with
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Choice remains in effect and during all times referenced herein, he was the fim's
President. '

RELEVANT PRIOR ISCIPLINARY HISTORY

The relevant disciplinary history for Choice and Itzen consists of the luliowing matter.
On March 2, 2006, FINRA accepted an AWC (E0620030538) whereby Choice and lizen
were fined $10,000, jointly and severally: the irm was ordered to pay restitution of
$9.048 to a public customer: and {tzen was suspended as a principal for a period of ten
days, all for fajling to establish and maintain procedures addressing suitability reviens,
for failing to supervise a broker's securities recommendation to a public customer. and
for failing to enforee the firm's procedures regarding the approval of new acceunts, in
violation of NASD Conduct Rules 21 10 and 3010,

OVERVIEW

Cheice. acting through hzen, failed to ensure that a research report disclosed the firm’s
receipt of compensation for investment banking services from the subject company.
Additionally, the firm issued two other research reports which also failed to disclose the
firm’s receipt of compensation for investment banking services from the subject
company.

FACTS AND VIOLATIVE CONDUCT

In December 2004, The 1818 Fund, a controlling shareholder of VAALCO Energy
{“VAALCO™, offered for sale all 36,513,441 shares of VAALCO that it had acquired
through a merger between VAALCO and the 1818 0il Corp.

In early 2005, Choice, and two other broker dealers. performed investment banking
services for The 1818 Fund and received compensation for thuse services. Their
invesiment hanking services consisted of finding buyers tor s}l of the VAALCO shares
being offercd by The 1818 Fund. By March 2005, Choier, and the two vther broker
dealers, had sold all 36,513,441 shares o VAALCO. For their part in selling the
VAALCQ shares, Choice received compensation of $2,306.030.

On or abowt May 25, 2005, Choice, acting through ltzen, approved a rescarch report for
¥AALCO which was thereafter issued to the firm’s customers. The rescarch report did
not contain a disclosure that the firm had received compensatian for investment banking
services from VAALCO. Additionally, Choice. acting through hven, failed to ensure that
the research report comtained such disclosure.

In August 2005, Choice issued to its customers a second research report for VAALC,
And in November 2005, a third repor covering VAALCO was issued.  Neither of these
research reports contained a disclosure that the firm had recers ed compensation for
investment banking services from VAALCO. Moreover, Chojee tailed to ensure that
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these fwo research teports contained such disclosure

Such acts, practices, and conduct constitute separate and distinet violations of NASD
Conduct Rales 2110, 27THhM2HA)D), and 271 1¢i) by Respondent Choice
Investments, Inc., and violations of NASD Conduct Rules 2110 and 2711{i) by
Respondent Donald Anhur fzen,

B. Respondents also consent to the imposition of the following sanctions:

Choice Invextments, Ine.; A censure and a monetary fing in the amount of
$20,000, of which 510,000 will be imposed jointly and severally with Jizen.

Donald Arthur fixen: A monetary line in the amount of $10.000, all of which will
be imposed joinly and severally with Chuice.  Addidonally, ltzen is suspended,
in any principal capacity, for a period of twenty business days.

The Respondents specifically and voluntarily waive any right to claim thiat they are
unable to pay. now or at any time hereafler, the monetary sanction(s) imposed in this
matter. Respondents have submitted an Flection of Payment form showing the method
by which they propose to pay the fine imposed.
‘The sanctions impused herein shall be etfective on a date set by FINRA statt.
iL.
WAIVER OF PROCEDLRAL RIGHTS

Respondents specifically and voluntanily waive the following rights granted under
FINRA™s Code of Procedure:

A To have a Formal Complaint issued specifyving the allegations against them;

B. ['e be notified of the Formal Complaint and have the oppertunity lo answer the
allegations in writing:

C. To defend against the allegations in a disciplinary hearing hefore a hearing panel,
to have a written recard of the hearing made and to have a written decision issued:
and

D Fo appeat any such dettsion 1o the National Adjudicatory Council ¢NACTY and
then o the U8 Seeurities and Exchange Commissivon and a US Count of
Appeals.
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Further, Respundents 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
ur budy’s participation n discussions regarding the terms and conditiens of this AWC, or other
vonsideration of this AWC, including aceeprance or rejection of this AWC,

Respondents further specifically and voluntarily waive any right to elainy that a person vielated
the ex parie prohibitions of NASD Rule 9143 or the separation of functions prohibitivns of
NASD Ruke 9144, in cannection with such person’s or body s participation in discusstons
regarding the terms and conditions of this AW, or other consideration of this AWC, including
is acceplancy or rejection,

i
OTHER MATTERS
Respondents understand that:
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, o Review Subcommitiee of
the NAC, or the Office of Disciplinary Affairs ("ODA™), pursuam to NASD Rule
9216,

B. I this AWC is not accepied. its submission will not be used as evidence to prove
any ol the allegations against Respondents; and

€. - Ifaccepied:
I. this AWC will beeome part of Respondents” permanent disciplinary

record and may be considered in any future acttons brought by FINRA or
any other regulator against Respondents;

£

this AWC will be made available through FINRA's public disclosure
program in response to public inguiries about Respondents™ disciplinary
record;

3 FINRA may make a public announcement conceming this ugreement and
the subject matter thereat in accordance with NASI Rule 8310 and IM-
$310-3; and

+ Respondents may not take any action or make or permit i be made anv
public statement, including in regulatory {ilings vor otherwise, denying.
directly or indirectly, any finding in this AWC or create the HOPIEsson
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that the AWC is without tactual basis. Respondents may not take any
position in any proceeding brought by or vn behalf of FINRA, or t which
FINRA is a party, that is inconsistent with any part of this AWC. Nothing
in this provision affeets Respondents” righl to take fegal or factual
positions in litigation or other legal procecdings in which FINRA isnot a
party.

i Respondents may atach a Corrective Action Statement o this AWC that
is a stalement of demonstrable comrective steps taken to prevem future
misconduct. Respondents understand that they may not deny the charges
or make any statement that is inconsistent with the AWC in this
Swatement. This Statement does not constitute factual or kegal lindings by
FINRA, nor does it retlect the views of FINRA or its staff.

Respondents certify that they have read and understand all of the provisions of this AWC and
have been given a full opportunity to ask questions about it; that they have agreed to its
provistons voluntarily; and that no ofter, threat, inducement, or promise of any kind, other than
the terms set forth herein and the prospect of avoiding the issuance of a Complaint, has been
made 1o induce them to submit it.

Choice [nvestments, Inc.
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Accepted by FINRA:

February 3,2009 Signed on behalt of the
Dhae Director of OBAL by delegated authority

C. MeGuigan, Jr.
Senior Regional Counsel
FINRA Department of Enforcement
12801 North Central Expressway
Suite }030
Dallas. Texas 75243
(972) F01-8354; Fax: (972) 716-7646
george meguigan g finra.org



