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INTRODUCTION

Disciplinary Proceeding No. 2014039358002 was filed on September 16,2016, by the

Department of Enforcement ofthe Financial Industry Regulatory Authority (FINRA)

(Complainant). Respondent Glen Rauch submitted an Offer of Settlement (Offer) to

Complainant dated November 21,2016. Pursuant to FINRA Rule 9270(e), the Complainant and

the National Adjudicatory Council (NAC), a Review Subcommittee ofthe NAC, or the OfTice of

Disciplinary Affairs (ODA) have accepted the uncontested Offer. Accordingly, this Order now

is issued pursuant to FINRA Rule 9270(e)(3). The findings, conclusions and sanctions set forth

in this Order are those stated in the Offer as accepted by the Complainant and approved by the

NAC.

Under the terms ofthe Offer, Respondent has consented, without admitting or denying

the allegations of the Compiaint, and sole?y for the purposes ofthis proceeding and any other

proceeding brought by or on behalf ofFINRA, or to which FINRA is a party, to the entry of

findings and violations consistent with the allegations ofthe Complaint, and to the imposition of



the sanctions set forth below, and fully understands that this Order will become part of

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

by FINRA.

BACKGROUND

Rauch entered the securities industry in June 1998 through an association with FINRA

member firm where he obtained a Series 7 registration (General Securities Representative).

From June 1998 through August 2013, Rauch was consecutively registered as a General

Securities Representative with 10 different FINRA member firms and associated, but not

registered, with one FINRA member firm. In August 2013, Rauch registered with FINRA

through an association with Avenir Financial Group, Inc. (Avenir or the Firm) as a General

Securities Representative.

On February 16, 2016, Avenir filed with FINRA a Uniform Termination Notice for

Securities Industry Registration (Form U5), reporting that on February 15, 2016, Rauch

voluntary resigned from the Firm. Rauch is not currently associated with a FINRA member

firm, but he remains subject to FINRA's jurisdiction for purposes of this proceeding pursuant to

Article V, Section 4 of FINRA's By-Laws because the Complaint in this matter was filed within

two years after the effective date of termination ofRespondent's registration with Avenir and the

Complaint charges him with misconduct committed while he was registered with a FINRA

member firm.

FINDINGS AND CONCLUSIONS

It has been determined that the Offer be accepted and that findings be made as follows:
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SUMMARY

1. In January 2016, while he was registered as a General Securities Representative

(GSR) with Avenir and continuing into February and March 2016 after the termination ofhis

registration with the Firm, Rauch repeatedly sent abusive, obscene and threatening messages to a

principal of the Firm, who was the Firm's ChiefOperating Officer, ChiefFinancial Officer and

FINOP (the CFO) until January 28,2016, in violation ofFINRA Rules 5240 and 2010. Rauch's

harassing and threatening messages stopped only after the CFO obtained a restraining order

against Rauch due to the threats and after a police officer warned Rauch that further contact with

the CFO would violate the restraining order.

2. Additionally, from August 2013 through mid-February 2016, while registered

with Avenir, Rauch committed an array ofserious sales practice violations that demonstrated

dishonesty, evasiveness, and a disregard for FINRA rules. Rauch's misconduct caused customer

losses.

3. In particular, from September through November 2013, in the Avenir Individual

Retirement Account (IRA) ofone unsophisticated senior investor of modest means, Rauch

unsuitably concentrated the customer's account and recommended 10 unsuitable options

transactions. For the same investor, Rauch also mismarked or caused others to mismark

electronic order tickets for 10 transactions as ''unsolicited" when the transactions were solicited,

in order to create the impression that the inexperienced investor understood and controlled the

overall trading in his account, including the unsuitable options trading strategy. As a result,

Rauch violated FINRA Rules 2111, 2360(b)(19)(A)-(B), 4511 and 2010.

4. In the account ofa second customer, Rauch effected at least 37 unauthorized

transactions in nine securities between June and September 2014. Rauch also effected 16
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unsuitable options transactions in July and August 2014. Rauch further mismarked or caused

others to mismark electronic order tickets as ?unsolicited" when the 64 transactions at issue were

either solicited or unauthorized, in order to give the false impression that the investor was

actively suggesting transactions, including some of the unsuitable transactions. As a result,

Rauch violated FINRA Rules 2111, 2360(b)(19)(A), 4511 and 2010.

5. To mask his significant financial problems, Rauch willfully failed to disclose an

Internal Revenue Service (IRS) tax lien and an Offer in Compromise with respect to two state tax

liens on his Uniform Application for Securities Industry Registration or Transfer (Form U4). He

also willfully failed to disclose the two state tax liens timely on his U4. Specifically, Rauch

disclosed one state tax lien nine months late and the other four months late, and only after he

realized that FINRA was aware ofthe liens. As a result, Rauch violated Article V, Section 2(c)

ofthe FINRA By-Laws and FINRA Rules 1122 and 2010.

6. in related misconduct, Rauch made a false statement to his member firm in a

quarterly compliance questionnaire with respect to the accuracy ofhis Form U4. As a result,

Rauch violated FINRA Rule 2010.

RESPONDENT AND JURISDICTION

7. Rauch first became registered as a GSR in June 1998 through his association with

a FINRA member. From June 1998 through August 2013, he was consecutively registered with

ten FINRA member firms. From August 27,2013 through February 15,2016, Rauch was

registered with Avenir, a FINRA member.

8. On February 16,2016, Avenir filed a Uniform Termination Notice for Securities

Industry Registration (Form U5), reporting Rauch's resignation from the Firm. Although Rauch

is not currently registered or associated with another FINRA member, he remains subject to
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FINRA'sjurisdiction for purposes ofthis proceeding pursuant to Article V, Section 4 of

FINRA's By-Laws, because (1) the Complaint was filed within two years after the effective date

oftermination of Respondent's registration with Avenir, namely February 16, 2016, and (2) the

Complaint charges him with misconduct committed while he was registered or associated with a

FINRA member.

FACTUAL BACKGROUND

A. Ra?ich Harasses and Tlireateits Avenir's CFO While He is Registered with FINRA

9. In or about January 2016, Rauch texted the CFO to complain about an action that

the CFO took regarding a transaction in one ofRauch's customer accounts.

10. Beginning on January 22,2016, in retaliation for the CFO's involvement in the

customer transaction, Rauch sent a series ofoffensive text messages in which he disparaged,

threatened and harassed the CFO. Those text messages are provided in full in Appendix A.

11. On January 22,2016, Rauch sent 45 text messages to the CFO. The text

messages repeatedly used offensive language, threatened to have the CFO jailed and accused the

CFO ofcausing the downfall ofthe Firm. Despite the CFO's requests that Rauch stop

threatening and texting him, Rauch continued these communications.

12. On January 26, 2016, Rauch sent a series of40 text messages to the CFO. In

these text messages, Rauch accused the CFO ofstealing telephone equipment from him, harassed

the CFO to return the property and tried to intimidate the CFO with threats of legal action.

Rauch also threatened that he would travel from his home on Long Island, or have others travel,

to the CFO's home in Vermont to harm the CFO and his family members.
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B. Raucjt Coittiniies to Harass and Threaten Avenir's CFO After R(tiich is No Lo,iger
Registered with FINRA

13. After Rauch resigned from Avenir on February 15,2016, Rauch continued

sending threatening and harassing text messages to the CFO, who had not been registered in the

securities industry since he left Avenir on January 28, 2016. Rauch also left the CFO at least six

harassing and threatening voicemail messages. The voicemail messages are transcribed in

Appendix B.

14. On March 15, 2016, Rauch texted to the CFO 31 threatening and harassing

messages, among them:

. u...I hope you and your sick kids die"

. ??...you better watch your back because I will always wish XXXX on you"

. ?You stole from Us you XXXX I wish nothing more than you get the same done to
your family ,,

. XXXXX you and your fami y you evil XXXXXX

. "You RAT XXXXX. I wi ldo everything in my legal power to XXXX you" and

. "I pray to God that you and your son wife [sic] and all the rest ofyour siblings
receive Gods [sic] wrath."

15. On March 15, 2016, Rauch left the CFO two threatening and harassing voicemails

which included: ??You XXXXXXX rat. You're a XXXXXXX rat, XXXXXX XXXXXXXXXXX. You deserve

every XXXXXXX thing that's coming to you."

16. On March 17,2016, Rauch left the CFO another threatening and harassing

voicemail and sent the CFO another series oftext messages threatening to "visit" the CFO and

asserting threatening allegations that the CFO and his daughter would be imprisoned.

17. On March 17, 2016, the CFO contacted Vermont law enforcement authorities

about Rauch's threatening behavior. On March 18,2016, the CFO obtained a Vermont Superior

Court Civil Division temporary restraining order (Restraining Order) against Rauch. The

Restraining Order required that Rauch, among other restrictions, cease all contact with the CFO,
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including via text messages or telephone calls. Rauch was served with the Restraining Order in

the evening of March 18,2016, at his home on Long Island.

18. After receiving the Restraining Order, Rauch continued threatening, harassing and

intimidating the CFO through text messages and voicemails. In a March 20, 2016 voicemail

Rauch threatened: UYou X XXX I'm coming to see you, do you understand? Do you understand?

The only thing is you'Il never know when. Better keep an eye on everybody." Amongst the last

text messages Rauch sent to the CFO were threatening texts stating that Rauch's '?friend[s]"

know the CFO and that??they started watching [the CFO]," and also saying:

Oh and try a [sic] sell my house now and move out ofthe country before we do it
for you. It's called Restitution ( [sic] go get a dictionary a [sic] put by your toilet.
Because I have never failed or been wrong with idiots like you. My last 3 out of 5
bosses are either in the midst ofserving time or will soon.

19. Rauch did not cease this behavior until March 20, 2016, after a Vermont police

officer called Rauch and told Rauch to stop contacting the CFO.

C. Ra?cit's Violative Sales Practices With Respect To Custonter LM

20. In November 2012, LM opened an 1RA at another broker-dealer (Firm 1) by

rolling over his 401(k). Rauch was one ofthe brokers-of-record for that account at Firm 1.

21. After Rauch left Firm 1 and became registered with Avenir, LM agreed to transfer

his IRA to Avenir. In September 2013, LM opened an IRA at Avenir. At that time, LM was a

62 year old Maryland resident. He was an electrician and had an annual income of

approximately $60,000 and a net worth ofapproximately $75,000 to $85,000, of which less than

$10,000 was liquid. From September 2013 through November 2013, Rauch was the broker-of-

record for LM's Avenir IRA and an Avenir trading account that LM also opened but in which

Rauch effected only two transactions.
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22. LM had no investing experience prior to opening his Firm 1 account. At no point

during his relationship with Rauch or Avenir did LM understand options trading or the meaning

of ?'speculation." Despite LM's lack ofunderstanding of'?speculation"  as an investment

objective, it was pre-populated on his Avenir IRA new account application. However, LM did

not sign the new account application. At the time LM opened his Avenir account, his investment

objective was actually capital preservation.

23. LM told Rauch that he intended to use his Avenir IRA funds for his daughter's

college education and to have a ?nest egg upon retirement." LM specifically told Rauch that he

could not afford to lose the funds and Rauch promised that LM's money would be Usafe."

Rauch's Purchases in, and the Concentration 4 LM's Avenir IRA

24. In September and October 2013, which was right after LM opened his Avenir

IRA with Rauch, Rauch unsuitably concentrated LM's IRA in the stock and call options ofone

security (Stock 1; see Appendix C). In November 2013, Rauch engaged in the same misconduct

with respect to the stock ofa second security (Stock 5; see Appendix C). The transactions that

Rauch effected in LM's Avenir IRA are listed in Appendix D.

25. Between September 19 and 20,2013, Rauch purchased in LM's IRA a total of

4,000 shares of Stock 1, worth $50,045.60 as of September 20, 2013. Stock 1 is an online local

commerce marketplace. On September 20,2013, he purchased 300 shares of Stock 2, worth

$8,285.97. As ofSeptember 20,2013, LM's IRA consisted only of the 4,000 shares of Stock 1,

300 shares of Stock 2 and $196 cash. Therefore, as ofSeptember 20,2013, LM's IRA value was

86% concentrated in Stock 1. Stock 1 accounted for approximately 59% ofLM's total net worth.

26. In October 2013, Rauch effected a series ofequity and/or options transactions in

Stocks 1,2,3, and 4 in LM's IRA. As of October 1 5,201 3, LM's IRA held:
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Security Type Value

Stock 1 Stock $33,240

Stock 1 Call Options $3,980

Stock 3 Stock $6,094.50

Stock 3 Call Options $1,450

Stock 4 Call Options $5,450

Cash Cash $322.59

Total Value $50,537.09

Therefore, as ofOctober 15,2013, LM's IRA had a 74% concentration in Stock 1 (stock and

options).

27. As ofOctober 18, 2013, LM's IRA held:

Security Type Value

Stock 1 Stock $31,950

Stock 1 Call Options $6,640

Stock 3 Stock $5,950

Stock 3 Call Options $1,300

Cash Cash $3,832.56

Total Value $49,672.56

Therefore, LM's IRA had a 78% concentration in Stock 1 (stock and options).
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28. As of the end of October 2013, LM's IRA consisted only of:

Security Type Value

Stock 1 Stock $27,405

Stock 1 Call Options $3,120

Stock 3 Call Options $1,530

Stock 4 Call Options $2,250

Cash Cash $6,625

Total Value $40,930.05

LM's IRA had a 75% concentration in Stock 1 (stock and options), which was approximately

46% of LM's total net worth.

29. Between November 8 and November I 3, 2013, Rauch effected equity and options

transactions in Stock l and an options transaction in Stock 4. On November 13, 2013, Rauch

purchased 2400 shares of Stock 5 (valued at $32,878), a company that provides mobile internet

services for international locations. In addition to the shares of Stock 5, as ofNovember 13,

2013, LM's IRA held 70 call options for Stock 1 (valued at $7,560) and 10 call options for Stock

3 (valued at $2,220), as well as $1,985 in cash. As ofNovember 13, 2013, LM's IRA was

approximately 74% concentrated in Stock 5, and the concentration of Stock 5 was approximately

47% of LM's net worth.

30. When LM closed the Avenir IRA on November 19, 2013, the IRA had declined

more than $21,000 in value from when it was opened in September 2013. This $21,000 loss in

value was more than double LM's liquid net worth and was approximately 33% ofhis total net

worth.
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Ra?icli's Uitsuitable Optio,is Trcidi,ig Strategy iii LM's Ave,iir IRA

31. Options are contractual agreements between a seller (writer) and buyer (holder)

that give the holder the right to buy or sell a specific security at a set price by an agreed-upon

date. A ??call" is an option contract that gives the holder the right to buy the underlying security

at a specified price (the strike price)? for a specified fixed period of time. A ??put" is an option

contract that gives the holder the right to sell the underlying security at a specified price for a

specified fixed period oftime. Generally, one option is written for every 100 shares ofstock. The

writer ofa call option receives cash for selling the call but can be obligated to sell the stock at the

call's strike price ifthe holder exercises the call option, thereby capping further upside ifthe

stock price increases. An option contract derives its value from the value ofthe underlying stock

and the amount of time until the contract expires. If the underlying stock value stays relatively

constant, the value of the option decreases with time because there is less time available for the

option to be exercised.

32. When LM opened his IRA at Avenir with Rauch, LM did not understand the

concept ofoptions trading. LM had no options trading experience prior to his relationship with

Rauch. Rauch did not explain to LM options trading or the associated risks. LM was unaware

that his brokers at Firm 1, including Rauch, had traded options in his IRA at Firm 1 
.

33. LM's Avenir IRA was open from September 19, 2013 until November 19, 2013.

As depicted in Appendix D, during that time period, Rauch effected a total of 10 options trades

in LM's IRA based on three underlying stocks: Stock 1, Stock 3, and Stock 4. Rauch effected

only options trades in Stock 4 and never traded the underlying Stock 4.

?The "strike" price is the stated price per share for which the underlying security may be purchased (in the case ofa
call) or sold (in the case ofa put) by the option holder upon exercise ofthe option contract. See, Chicago Board
Options Exchange -Options Dictionary"; cboe.com.
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34. LM was unable to exercise any of the options that Rauch purchased for his IRA

because the IRA lacked the liquidity required to exercise the options. Further, due to the legal

limitations of an IRA, LM was restricted in the amount ofadditional funds that could be

deposited into the IRA.2 He therefore could not add enough money to the IRA to exercise the

call options Rauch purchased for him.

35. Rauch's purchases ofthe underlying stock and call options for both Stock 1 and

Stock 3 constituted an options trading strategy that was inconsistent with capital preservation and

was too risky for LM's limited financial resources. Rauch's strategy exposed LM's IRA to risk

only on the buy side ofthe market because he waspurchasing both underlying stock and calls.

The purchase ofoptions calls, which gave LM the right to purchase additional shares of

underlying stock, was therefore tantamount to purchasing additional shares ofthe underlying

stock. A decline in the market value ofeither Stock 1 or Stock 3 would have had a precipitous

effect on LM's IRA value and, consequently,  his overall net worth. Indeed, the decline in the

market value of Stock 1 caused a dramatic decline in the overall value of LM's IRA. In addition,

Rauch's decision to purchase the call options for Stock l and Stock 3 also exposed LM to the

potential risk ofthe loss ofthe premiums paid for the options, i.e., $7,280 for Stock 1 and $1,450

for Stock 3, if Rauch were not able to sell the options contracts or exercise them before

expiration. Based on LM's meager financial portfolio and his need to save funds for retirement,

the IRA should not have been exposed to this amount ofpotential losses.

36. With respect to one of two call options transactions for Stock 4, after purchasing

call option contracts for Stock 4, Rauch later sold out-of-the-money3  Stock 4 call options at a

lower premium price than the premium price paid for the options. Rauch therefore caused LM's

22013 Publication 590, individual Retirement Arrangements (IRAs), IRS, p. 10-11.
3A call option i ? "out-of-the-money" ifthe strike price is greater than the market price ofthe underlying security.
Supra, Chicago Board Options Exchange 

- "Options Dictionary"; cboe.com.
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IRA to incur a net realized loss of $1,660 with respect to the Stock 4 call options. Rauch's call

options trading strategy regarding Stock 4 highlights that Rauch lacked 
any reasonable basis to

engage in options trading for an unsophisticated customer, who had no knowledge 
or

understanding ofoptions trading, in an account with limited financial resources that could not

withstand the risk of potential loss from any options trading strategies.

Inaccurate Order Tickets for LM's Trades

37. During the period that he owned his Avenir IRA, LM never contacted Rauch to

request an ?unsolicited" trade order. Therefore, Rauch incorrectly marked or caused others to

mark electronic order tickets for 10 trades as "unsolicited" when in fact the order tickets should

have been marked ??solicited." The mismarked trades are listed in Appendix E.

D. Rauch's Violative Sales Practices With Respect To Customer SM

38. SM is a resident and citizen of Switzerland where he works as a physician. When

he opened an Avenir account in March 2014, SM was 53 years old. SM is married, and he has

three children, one ofwhom is disabled. Prior to opening his Avenir account, SM had not had an

account at any United States-based broker-dealer.

39. SM opened an Avenir account after he received a cold call in March 2014 from an

Avenir registered representative, who helped Rauch open the account. Rauch was the broker-of-

record for SM's account from March 2014 through mid-October 2014.

40. When SM opened his Avenir account, he told Rauch that he wanted a

conservative trading strategy in order to protect his investments because he planned to use them

in the short-term to buy a house closer to where his disabled son would be receiving medical

treatments. Rauch told SM that he would effect or recommend trading strategies only when SM

was comfortable with them.
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41. SM received the Avenir new account application with pre-populated  information.

SM corrected the pre-populated information for his investment objective and risk tolerance

before signing and returning the new account application. For his investment objective, SM

changed the pre-populated answer from "Speculation (Aggressive Risk Only)" to "Growth" and

"Trading." SM changed the pre-populated risk tolerance from 7 (on a scale of 1-9, with 7 being

most conservative ofthe three options labeled '?aggressive 

- maximize growth potential higher

risk of loss"), to 6 (the least conservative ofthe three options labeled "moderate 

- better growth

potential moderate risk of loss").

Rauch's Unauthorized Transactions in SM's Avenir Account

42. SM and Rauch spoke regularly on the telephone while Rauch was SM's Avenir

broker-of-record. However, SM also regularly emailed Rauch requesting additional information

about his account or asking Rauch to explain transactions about which SM had been unaware

prior to looking at his online account statement.

43. Between June 2014 and September 2014, Rauch effected 37 transactions in nine

securities in SM's Avenir account without prior approval. He neither called SM nor otherwise

obtained his authorization prior to the trades. A list of the 37 unauthorized transactions that

Rauch effected in SM's account is attached as Appendix F.

Rauch's Unsuitable Optio,is Trading Strategies iii SM's Avenir Account

44. In May 2014, SM signed an option account agreement for his account at Avenir.

Below his signature on that agreement SM wrote "level to be discussed with me." SM had 
never

engaged in options trading prior to his account at Avenir with Rauch. Rauch told SM that the

options trading he would do in SM's account would be a conservative investing strategy
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involving 
a small amount ofputs and calls on stocks. Rauch did not thoroughly explain to SM

options trading or the risk associated with it.

45. Despite SM's risk profile and his statements to Rauch that he wanted to be

conservative with the activity in his Avenir account, Rauch engaged in two types ofunsuitab?e

options trades in SM's account.

Highly Speculative Options Trades in SM's Account

46. In July and August 2014, Rauch engaged in extremely speculative options

transactions for three securities (Stock 6, Stock 7, and Stock 8) that are listed in Appendix G.

With respect to the options trades for each of these securities, the chance ofcapturing upside

reward on the transaction started extremely small and shrunk with each passing day.

47. On July 31, 2014, Stock 6 closed at $7.87. After the market closed on July 31,

2014, Stock 6 released earnings figures. Stock 6 opened at $6.51 on August 1,2014.

48. As ofthe open ofthe August 1,2014 trade date, SM held a long position in Stock

6, owning 35,000 shares ofthe underlying stock, 150 August 15,2014 7.5 calls and 50

November 22, 2014 7.5 calls. Despite the market reaction to Stock 6's July 31,2014 earnings

report and the overnight fall in the price, Rauch purchased an additional 350 August 16,2014 7.5

calls for Stock 6. Those calls were out-of-the-money; therefore they had a very low probability

ofreturning a profit because ofthe large difference between the stock price and the strike price,

coupled with the short time until the expiration ofthe options. Due to Rauch's purchase ofthe

highly risky calls, which expired worthless in 15 days, SM's account lost the price ofthe

premiums paid for the 350 calls, or $3,400. SM received 
no gain on the purchase.

49. On August 1,2014, Rauch also made extremely speculative options transactions

in SM's account related to Stock 7 while the bid and ask prices for the underlying stock ranged

15



from $32.28 to $32.76. SM did not own any underlying Stock 7 when Rauch purchased 300

August 1,2014 32 puts and, after the stock price rose mid-day, he purchased an additional 350

August I, 201432.5 puts. These transactions resulted in significant market exposure for SM,

with a very low chance ofprofitability because the options expired the same day. All ofthe calls

Rauch had purchased in Stock 7 expired worthless and SM's account lost $21,620 from these

trades.

50. Rauch effected highly speculative options transactions in SM's account on August

19 and August 20, 2014 for Stock 8. On August 19, 2014, when Stock 8 was trading at

approximately $100, Rauch purchased 400 August 22,2014 102 calls for .10 and 200 August 22,

2014 98 puts for $.15. On August 20, 2014, Rauch purchased an additional 150 August 22, 2014

102 calls for $.08. These transactions were extremely risky due to the short time frame between

the purchases and the expiration ofthe options. Unsurprisingly,  due to the short time frame, the

price of Stock 8 remained between $98 and $102, so both the 102 calls and the 98 puts expired

worthless. As a result, SM lost money on both the calls and puts in Stock 8, for a loss of$8,142.

Options Trades Executed Under Parity in SM's Account

51. Rauch's second unsuitable options trading strategy in SM's account consisted of

transactions in August 2014 in five securities that are listed in Appendix H. These transactions

were unsuitable because Rauch sold calls under parity4 while SM owned the underlying stock.

By selling deep in-the-money contracts below the intrinsic value, Rauch essentially assured

?parity describes an in-the-money option trading for its intrinsic value, i.e., an option trading at parity with the
underlying stock. "ln-the-money" describes any option that has "intrinsic value" when the price of the underlying
security is higher than the striking price of the call, i.e., if the difference is a positive number or zero otherwise.
Parity is also used as a point of reference: for example, an option can trade at a half-point over parity or at a quarter-
point under parity. An option trading under parity is a discount option. Supra at Chicago Board Options Erchange

''Options Dictionary": cboe.com.
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losses in Metzker's account with a strategy that ran an unreasonably high risk that SM would

incur losses greater than he would have incurred by selling his underlying stock.

52. For each ofthe transactions, the best result that SM could achieve, as compared

with selling the underlying stock, would be a loss equal to the amount the price was under parity

multiplied by the number ofcontracts sold at that price multiplied by 100. SM also was exposed

to increased downside risk due to this strategy because, ifthe stock price decreased below the

strike price during the term ofthe options, SM's losses would have been greater than the

minimum loss. An illustration for one ofthe transactions ofthe assured loss to SM is attached as

Appendix I.

I,taccurate Order Tickets For SM's Trades

53. During the period that Rauch was SM's broker, SM never contacted Rauch to

request an ?'unsolicited" trade order. As a result, Rauch incorrectly marked or caused others to

mark electronic order tickets for 64 trades as '?unsolicited" when in fact 59 ofthe order tickets

should have been marked ?solicited." Five trades should not have occurred at all because SM

neither suggested nor authorized the trades. A list ofthe mismarked trades is attached as

Appendix J.

E. Rauch's IRS Tax Lien, New York State Tax Liens ai?d Offer in Compromise

54. At all times relevant to this Complaint, Forms U4 included question 14M, which

asked: ??Do you have any unsatisfied judgment or liens against you?" Rauch was required to

update his Form U4 within 30 days ofan event requiring disclosure.

55. Rauch is the subject of an IRS tax lien in the amount of $61,302, filed on April

29, 2015 (the 2015 IRS lien). Rauch 
was aware ofthe 2015 IRS lien in or about May 2015. As

of February 2016, the 2015 IRS lien remained unsatisfied. Rauch never updated his response to
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Form U4 question 14M to disclose the 2015 IRS lien between May 2015 and Rauch's

resignation from Avenir 
on February 15, 2016.

56. Question 14K(1) on the Form U4 asks, ''[w]ithin the past 10 years: have 
you

made a compromise with creditors, filed a bankruptcy petition or been the subject ofan

involuntary petition?"

57. Rauch submitted an Offer in Compromise that included both an August 2013 lien

and a June 2014 lien to the New York Tax Department ofTaxation and Finance (New York Tax

Department) in October 2015 (the Offer in Compromise). Rauch was aware that the New York

Tax Department accepted the Offer in Compromise on or about October 29,2015. At no time

has Rauch disclosed the Offer in Compromise in response to Question 14K(1) on his Form U4.

58. Rauch became the subject ofand was aware oftwo state tax liens during his

registration with Avenir, as follows:

. On or about August 3,2013, the New York Tax Department issued a tax
warrant against Rauch in the amount of $17,969.17 (the August 2013
lien). By August 2013, Rauch 

was aware ofthe August 2013 lien.

. On or about June 30,2014, the New York Tax Department filed a tax
warrant against Rauch in the amount of$22,283.03 (the June 2014 lien).
By July 2014, Rauch was aware ofthe June 2014 lien.

59. Rauch did not disclose the August 2013 lien on his Form U4 until June 23,2014

and only after he realized that FINRA was aware of its existence. Between August 2013, when

Rauch was on notice ofthe August 2013 lien, and June 23,2014, when he disclosed it, Rauch

filed with FINRA approximately 6 amendments to his Form U4. He did not update his answer to

Form U4 question 14M to disclose the August 2013 lien on any ofthose amendments or in any

other way.

60. Rauch did not disclose the June 2014 lien on his Form U4 until December I 8,

2014, only after he realized that FINRA was aware ofthe existence ofthe June 2014 lien.
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Between July 2014, when Rauch was on notice ofthe June 2014 lien, and December 18,2014,

when he disclosed it, Rauch filed with FINRA two amendments to his Form U4. He did not

update his answer to Form U4 question 14M to disclose the June 2014 lien on either ofthose

amendments or in any other way.

F. Raucli Falsely Completed a,?d Signed ?i Compliance Attestation for the Fourth Quarter
of 2015

61. During his registration with Avenir, Rauch completed and signed compliance

atteslations, as required by Avenir's written supervisory procedures.

62. On or about January 22, 2016, approximately nine months after Rauch was on

notice of the 2015 IRS lien and approximately two months after he was on notice ofthe Offer in

Compromise,  Rauch completed and signed a quarterly compliance attestation applicable to the

fourth quarter of 201 5 (the Q4 201 5 attestation).

63. In January 2016, Rauch answered "yes" to the Q42015 attestation question:

??Have you reviewed your Form U4 to ensure that your information including disclosure events is

current?"

64. Rauch's Form U4, as ofJanuary 2016, was not current or accurate because it did

not include disclosure of the 2015 IRS lien, in response to question 14M, or the Offer in

Compromise, in response to question 14K(1).

First Cause of Action
Threatening, Harassing and Intimidating Statements to Avenir's CFO

(Violation of FINRA Rules 2010 and 5240)

65. The Department realleges and incorporates by reference paragraphs 1 through 64

above.

66. FINRA Rule 5240(a)(3) provides in relevant part that: no '?person associated with

a member shall:... engage, directly or indirectly, in any conduct that threatens, harasses,
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coerces, intimidates or otherwise attempts improperly to influence another member, a person

associated with a member, or any other person."

67. As described in paragraphs 9 through 12 above, and attached in Appendix A, in

January 2016 Rauch made threatening, harassing, and intimidating communications to the

Avenir CFO. Rauch sent multiple obscene text messages to the CFO even after the CFO told

him to stop harassing him. Through that behavior, Rauch violated FINRA Rules 5240 and 2010.

Second Cause of Action

Unsuitable Trading (Quantitative Unsuitabiho')
(F?NRA Rules 2111 and 2010)

68. The Department realleges and incorporates by reference paragraphs 1 through 67

above.

69. FINRA Rule 2111 requires associated persons to have a reasonable basis to

believe that an investment strategy is suitable for a customer, based on the customer's investment

profile.

70. FINRA Rule 2010 states that ?[a] member, in the conduct ofits business, shall

observe high standards ofcommercial honor andjust and equitable principles oftrade."

71. When LM opened his Avenir IRA in September 2013, he told Rauch that he was

interested in capital preservation for his Avenir IRA and that LM had limited financial resources.

Rauch told LM that LM's funds would be ?safe."

72. Rauch ignored LM's stated objectives and financial profile and instead

recommended transactions to LM that resulted in the value of LM's IRA being between 74% and

86% concentrated in Stock 1 on several dates between September 20,2013 and October 31,
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2013. The unsuitable transactions and resulting overconcentration percentages are listed in

Appendix C.

73. Subsequently, Rauch also ignored LM's stated objectives and financial profile

and instead recommended transactions to LM that resulted in the value ofLM's IRA being 74%

concentrated in Stock 5 on November 13,2013. The unsuitable transactions and resulting

overconcentration percentages are listed in Appendix C.

74. This overconcentration was not suitable for LM, given his overall limited

financial circumstances, including, on the dates of the overconcentration, his net worth of

approximately $85,000 or less and his liquid net worth of less than $10,000, and his lack of

investment knowledge and experience.

75. By recommending unsuitable investments to LM, Rauch violated FINRA Rules

2111 and 2010.

Third Cause of Action

Unsuitable Options Trading (Qualitative Unsuitabi/io')
(F?NRA Rules 2111, 2360(b)(19)(A)-(B)  and 2010)

76. The Department realleges and incorporates by reference paragraphs 1 through 75

above.

77. FINRA Rule 2360(b)(19)(A) provides:

no member or person associated with a member shall recommend to any
customer any transaction for the purchase 

or sale (writing) of an option
contract unless such member or person associated therewith has reasonable
grounds to believe upon the basis ofthe information furnished by such

customer after reasonable inquiry by the member or person associated
therewith concerning the customer's investment objectives* financial situation
and needs, and any other information known by such member or associated

person, that the recommended transaction is not unsuitable for such customer.
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78. FINRA Rule 2360(b)(19)(B) provides:

no member or person associated with a member shall recommend to a
customer an opening transaction in any option contract unless the person
making the recommendation has a reasonable basis for believing, at the time
ofmaking the recommendation, that the customer has such knowledge and
experience in financial matters that he may reasonably be expected to be
capable ofevaluating the risk ofthe recommended transaction, and is
financially able to bear the risks of the recommended position in the option
contract.

Options Trading in LM's Avenir IRA

79. LM was Rauch's customer at Avenir between September and November 2013.

LM told Rauch that he wanted to preserve his investment funds, which were his savings for

retirement and his daughter's college education.

80. Rauch's recommendations of 10 options transactions for LM's IRA were

unsuitable based on LM's investment objective ofcapital preservation. The options transactions

were also unsuitable because of LM's limited financial situation and needs, including that he was

close to retirement. The options transactions were unsuitable for LM because, due to his age and

his limited financial resources, he was unable to bear the risks associated with the options

recommendations from Rauch. Further, the options transactions were unsuitable for LM because

LM lacked the financial knowledge and experience that was required for him to be able to

evaluate the risks ofthe recommended transactions.

81. As a result ofthe foregoing conduct, Rauch did not have reasonable grounds for

believing that the options trading strategies that he recommended to LM were suitable in light of

his financial situations and needs, and Rauch therefore violated FINRA Rules 2111,

2360(b)(19)(A)-(B) and 2010.
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Optioi,s Tradi,ig in SM's Ave,iir Account

82. SM told Rauch that within a year he intended to use a significant portion ofhis

Avenir investment funds to purchase a house for his family near where his disabled son would

receive medical treatment. SM also corrected his Avenir new account application to reflect that

he did not want a speculative strategy. Despite this, Rauch effected two speculative options

strategies in SM's Avenir account.

83. The first speculative options strategy involved extremely risky options

transactions that had a very low chance ofbeing profitable for SM because ofthe short time

between the purchase of the options and their expiration. The second options strategy ofselling

deep in-the-money contracts below the intrinsic value assured an unreasonable likelihood of

losses in SM's account greater than SM would have incurred had Rauch sold the underlying

stock, which SM held.

84. Both of these speculative options trading strategies that Rauch recommended in

SM's Avenir account were inconsistent with SM's investment objective of growth and trading

and his explicit rejection ofa speculative objective. The speculative options trading strategies

were also inconsistent with SM's stated need to use a significant portion ofthe investment funds

for a new family home.

85. As a result ofthe foregoing, Rauch violated FINRA Rules 2111, 2360(b)(19)(A)

and 2010.

Fourth Cause of Action

Unauthorized Trades
(FINRA Rule 2010)

86. The Department realleges and incorporates by reference paragraphs 1 through 85

above.
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87. Unauthorized transactions are defined as causing the execution oftransactions

that are unauthorized by the customer. It is well settled that unauthorized trading in a customer's

account is a serious violation ofjust and equitable principles of trade. Executing unauthorized

trades is a breach ofthe duty owed by a salesman to his customers, and is a violation ofRule

2010.

88. Rauch effected 37 unauthorized transactions in SM's account in between July

2014 and September 2014, which are described above in paragraphs 42 and 43 above and listed

in Appendix F. Additionally Rauch marked five ofthese unauthorized transactions as

*'unsolicited."

89. By repeatedly engaging in unauthorized trading in SM's account, Rauch failed to

observe high standards of commercial honor andjust and equitable principles oftrade, thereby

violating FINRA Rule 20IO.

Fifth Cause of Action

Causing Member Firm to Maintain Inaccurate Books and Records
(FINRA Rules 4511 and 2010)

90. The Department realleges and incorporates by reference paragraphs 1 through 89

above.

91. FINRA Rule 4511(a) provides that U[m]embers shall make and preserve books

and records as required under FINRA Rules, the Exchange Act and the applicable Exchange Act

rules." The books and records made and preserved under Rule 45 1 1 must be accurate. Further,

the maintenance ofinaccurate books or records violates FINRA Rule 2010.

92. FINRA Rule 0140(a) states that u[p]ersons associated with a member shall have

the same duties and obligations as a member under the Rules."
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93. Rule 17a-3(a)(6)(i) promulgated under the Securities Exchange Act of 1934

requires firms to make and keep current U[a] memorandum ofeach brokerage order, and ofany

other instruction, given or received for the purchase or sale of securities, whether executed or

unexecuted," which shall include "the terms and conditions ofthe order or instructions."

94. As alleged in paragraph 37, above, between September 19, 2013 and November

13,2013, Rauch provided false information to Avenir regarding certain transactions in LM's

IRA. Rauch recommended to LM all the transactions that were effected in LM's IRA. However,

Rauch falsely marked or caused to be marked 10 ofthe transactions in LM's IRA as

"unsolicited," which are listed in Appendix E. Rauch knew that the transactions were solicited.

95. Additionally, as alleged in paragraph 53, above, between June 9,2014 and

October 15,2014, Rauch provided false information to Avenir regarding certain transactions in

SM's Avenir account. Rauch recommended all of the transactions that were effected in SM's

Avenir account to SM. However, Rauch falsely marked or caused others to mark 64 ofthe

transactions in SM's Avenir account as "unsolicited," which are listed in Appendix J. Rauch

knew that 59 ofthe transactions were solicited and the other five transactions were in fact

unauthorized and improperly marked '?unsolicited."

96. Based on Rauch's conduct, Avenir failed to comply with SEA Rule 17a-3(a)(6).

Therefore, by reason ofthe foregoing, Rauch violated FINRA Rules 4511(a) and 2010 by

causing Avenir's books and records to be inaccurate.

Sixth Cause of Action

Willful Failure to Update Timely Form U4 and Willful Failure to Update Form U4
(Article V, Section 2(c) ofthe F?NRA By-Laws and FINRA Rules 1122 and 2010)

97. The Department realleges and incorporates by reference paragraphs 1 through 96

above.

25



98. Article V, Section 2 ofthe NASD and FINRA By-Laws requires that associated

persons who apply for registration must provide "such... reasonable information with respect to

the applicant as [NASD or FINRA] may require" and further requires that such applications

'?shall be kept current at all times by supplementary amendment... filed 

... not later than 30

days after learning ofthe facts or circumstances giving rise to the amendment."

99. FINRA Rule 1122 prohibits associated persons from filing or failing to correct

registration information that is incomplete or inaccurate so as to be misleading.

100. While he was registered with Avenir, Rauch failed to make any disclosure ofan

IRS tax lien and a state Offer in Compromise, and failed to disclose timely two state tax liens.

101. Specifically, Rauch willfully failed to disclose the 2015 IRS lien, despite having

notice ofthe 2015 IRS lien at or around the time it was issued. Rauch never updated his Form

U4 to disclose the 2015 IRS lien.

102. Additionally, Rauch willfully failed to disclose the Offer in Compromise that was

accepted by the New York Tax Department, despite having notice that it was accepted at or

around the date it was accepted. Rauch has never updated his Form U4 to disclose the Offer in

Compromise.

103. Further, Rauch willfully failed to disclose timely the August 2013 lien and update

his Form U4 to report it, despite having notice ofthe August 2013 lien at or around the time it

was issued. Rauch's disclosure ofthe August 2013 lien was nine months late.

104. Additionally, Rauch willfully failed to disclose timely the June 2014 lien and

update his Form U4 to report it, despite having notice ofthe June 2014 lien at or around the time

it was issued. Rauch's disclosure of the June 2014 lien was four months late.
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105. By willfully failing to update his Form U4 to disclose the 2015 IRS lien and the

Offer in Compromise, and by willfully failing to update timely his Form U4 to disclose the

August 2013 lien and the June 2014 lien, Rauch violated Article V, Section 2(c) ofthe By-Laws,

and FINRA Rules 1122 and 2010.

Seventh Cause of Action

False Attestations on Firm's Annual Compliance Questionnaires
(FINRA Rule 2010)

106. The Department realleges and incorporates by reference paragraphs 1 through 105

above.

107. On or about January 22,2016, approximately nine months after Rauch was on

notice ofthe filing of the 2015 IRS lien and approximately two and a half months after Rauch

was on notice of the Offer in Compromise, he signed an Avenir compliance attestation falsely

attesting that he had reviewed his Form U4 to ensure that the information 
on it, including

disclosure events. was current.

108. At the time Rauch signed the compliance attestation, his Form U4 was not

current. His Form U4 did not disclose the material information of either the 2015 IRS lien, in

response to question 14M, or the Offer in Compromise, in response to question 14%(1).

109. In making this false and inaccurate representation, Rauch violated FINRA Rule

2010 by engaging in conduct that was inconsistent with high standards of commercial honor and

just and equitable principles of trade.

Based on the foregoing, Respondent violated FINRA Rules 5240, 2111, 2360(b)(19)(A)-

(B), 4511 and 2010 and willfully omitted to state material facts and to state material facts timely

on a Form U4 in violation ofArticle V, Section 2(c) ofthe FINRA By-Laws and FINRA Rules

1122 and 2010.
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Based on these considerations, the sanctions hereby imposed by the acceptance ofthe

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

misconduct, and represent a proper discharge by FINRA, of its regulatory responsibility under

the Securities Exchange Act of 1934.

SANCTIONS

It is ordered that Respondent be barred from association with any member ofFINRA in

any capacity. The sanctions herein shall be effective on a date set by FINRA staff. A bar or

expulsion is effective upon approval or acceptance ofthis Offer.

SO ORDERED.

FINRA

Signed on behalfofthe
Director of ODA, by delegated authority

ImGEU
Susan Light ?

Senior Vice President and Chief Counsel
FINRA Department of Enforcement
Brookfield Place
200 Liberty Street, 11th Floor
New York, New York 10281-1003
Tel: (646) 315-7333; Fax: (202) 689-3411
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I have orders to sell. It seems you sold without talking
to me

Don't you think you should have called me first

On both trading and the selling

I am very upset. Will talk to you and mike the proper
thing to do.

1/22/16,10:47 PM

I am going to XXXX you

Everything including today's talk is going to Orosco

You are an accountant and you acted just like one.

You XXXXXX over my client today

You XXXXXX over the guy I brought back from the dead

//LLREXIR?-M.EEEGB.1540481118

He wanted to buy as soon as possible. I had no idea

you where to much of an XXXXXXX not to call me and
tell me you did not want to put in options

You explain it to him

mq,#,TD,101108

Good bye

Accountant

NS.F#HZG?SIB,EABH-AE31'MGG'RFDL'LMHBBA'GQNLMW,LEE  I-

I did not. I just mentioned that what you did has

consequences and your nothing but an accountant

Bye

The put people like you in prison

Good luck fight that

Sleep on it. 3 years worth of XXXXXXXX on tape. Stored.
Sal did one thing right

??I??????I''?"''.??????

I did, sleep tight accountant

Sal showed me a few good things before he left
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Now stop texting me

Or calling which is a miracle. I should have told Mike
to drop you the first day I started

I just didn't know you where a XXXXXXX idiot. I'm mean
accountant

The firm would still be alive

I believe you have one of my phones in your
possession

Send it back

It's worthless to you it's just on record mode

I really feel bad for you. You committed several
felonies which I am

.....$.....T-+..EMRC?Y..?..??=.??<??./1??----?J-
IBBIiH=?iA? ?..??.-?????III/.-..-??..????..?..?..i- 

-
 

8-u-?......L 

---,- 

-
You harassed me to the point of unspeakable XXXXXXXX

Jail

I have no sympathy

gMMMVMN.&4 IZNMMM
Delivered

Stop harassing me

Accountant

Just FYI your biggest X you is Mike.

The amount of recordings I have of him just pissed
because you don't know what your doing

Accountant

Dave i really do like you

You are a good hearted person

Your just running a firm when you don't belong there

You have been the single cause of this firms downfall

And I can prove it

So don't ever treat me like a piece of XXXX again. You

are an accountant. Not a CFO
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I mean no harm or harassment in fact. If anything you
do it by not returning calls

A CFO calls back

You hide In the bushes

Your such a XXXXX you can't even call. You email and
hide

Well Feds come for all cons

Hide from them

1/23/16,12:51 PM

I don't want to argue and fight with you. I am very
upset at how Friday went down. We need to talk all
together. Mike you and I.

Not today. But Monday

1/26/16, 3:58 PM

Hi David

I need you to perform a trade correction 7000 SUNE

SOLD WITHOUT EVEN A CALL

You couldn't even make a phone call

FINRA SEC are going to love that

This is not just industry Barr

It's going civil

Have a nice day

David I don't think you know what your doing

You should quit

Your a XXXXX

I called you Mike Barbara

We all think your a XXXXX

No get ready civil cost money

You XXXXXX yourself and I got you on tape.

Night night

1/26/16,10:14 PM

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
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the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.
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I really wish you would return my property. I bought
you a blue tooth headset for work I want it back. And
the work phone as well please. Do this and I promise
to never communicate with you again.

I sent this message because so you know I am
serious. I will not communicate in any way to or with
you if you can simply return my belongings

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

I think that is a fair deal, I do not want to come to
Vermont to get these items.

2/27/16,12:26 AM

David, I need you to mail me my phone and my
Bluetooth.

3/15/16,2:18 AM

David I hope you and your sick kids die
I asked you politely to return my goods given to you
for work.

It's been ample time. And I found out that you where
stealing and manipulating the company AVENIR FOR
THE WORSI

If you don't mail my headset and phone with a
confirmation of mail receipt
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I have a few friends right by you

Either they or I personally will collect my stuff.

And if if you don't apologize for XXXXXXX everyone over
and being a Finra informant (you XXXXXXX low life) then
you better watch your back because I will always wish
XXXX on you

Every person that does devil spells, and witch craft
XXXX I will send to your son

XXXX you and your family you evil XXXXX

I hope your son endures a life of XXXX

You stole from
Us you XXXX I wish nothing more than you get the
same done to your family

You lied, manipulated and XXXXXX over the company. I

hope you actually don't mail me my headset and
phone. That way I have a reason to come up to visit.
You piece of XXXXX Karma is XXXXXX I would love to
come visit.

So if I don't have a receipt for my belongings being
mailed by tomorrow. I finally got better meaning your
XXXXXX

I pray to God that you and your son wife and all the
rest of your siblings receive Gods wrath

See you soon XXXXX

You RAT XXXXX. I will do everything in my legal power
to XXXX you.

You RAT XXXXXX I will do everything in my legal power
to XXXX you.

You RAT XXXXXX I will do everything in my legal power
to XXXX you.

You RAT XXXXXX I will do everything in my legal power
to XXXX you.

You RAT XXXXXX I will do everything in my legal power
to XXXX you.

You RAT XXXXXX I will do everything in my legal power
to XXXX you.

You RAT XXXXXX I will do everything in my legal power
to XXXX you.
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I got over $250,000 settlement. And I am going to
give 1/3 of it to my lawyer to reclaim your XXXXXXX over
me. You are a low life

And now that I got my money the best thing you can
do is mail me my XXXX and that might defuse my upset
feelings.

Name one broker that would loan
You money to keep your business afloat.

25 k no interest, no time limit just get business up
ASAP 

. 
I now know why you worked that XXXXXXXX

program. Everyone uses quick books you used egg
XXXXX

Know that I got my money 
I am going to give nice.

Junk of change to a specialists to go thru your
accounting, combined with all my phone calls,
including the times you hide under your bed when I

called repeatedly to get answers that the COO, CFO,
FINOP GENERAL was dodging.

I doubt you have the capacity to legally defend what's
coming at you.

Now that I thought of it and the fact you purposely
tried to wreck my career,
I'm going to send a handsome looking gentlemen who
collects money up to you. He unfortunately does not
work by appointments, so you can get your lies
straight he rather catch you so you don't have time
time to a bunch of that XXXXX And believe me he knows
how to get the truth.

I now have a very good idea what to do with you. You
stole from me. You hurt Barbara in a way no one can
describe. HOLIDAYS CAME AND WENT and her little
on committedl SUICIDE. This is all because you
could send funds. Look it up, imagine I had the button
to push to send you money. And the holidays (Jewish
And her Birthday) came and went. I knew it was over
money. I hope you have the same fate with your
family.

Your an evil man. And what's coming you deserve

3/17/16,5:14 PM

If I have to request my Bluetooth headset and phone
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again. You will not hear from me, your six in bread
XXXXXX family will be more afraid then you BC l will
inform the correct people who deal with thrives like

you. And best of all, I will personally back Mike with
1/2 of my settlement 485K so he can put you in prison
and get back as much assets of yours we can sell to
pay back your debt.

Why lie IM Going to XXXX your wife and kids wether
you send me the headset or not.

You are such a XXXXX

I will make sure you do time

I spent time with these crazy XXXXXXX who say they can
XXXX you

3/17/16,10:11 PM

I want my property, you owe me my phone and
Bluetooth

You better stop XXXXXXX around

I knew you where a XXXXXXX thief. I can't wait till you
feel the bars slam on you.

I'm gonna visit you or your going to send me my
equipment. I also would like the appraisal one your
home. Your whole life is going to change. You just
hacked I to find like ,j Murdy and changed your XXXXX

I'm going to to help Mike get you a ice 3/5 years.

Imagine your family thinks of you as a XXXXXXX fellon

BC l teamed up with Mike and got you dead to right

You will spend jail time now

I don't care for you anymore after you hurt me. 
I think

your daughter should join you. It's all about getting
the case drafted by the right lawyer.

3/18/16, 8:53 PM

I hope you serve a nice 5-10 years
XXXXX

I'm giving Mike Clements enough cash to put you in
jail

Send me my equipment

''..?..
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yuUI

Not the owner you thief

You know made your life 10x worse

I can not fight you. But you money can buy the right
lawyer so you do 5-10 maybe a bite more.

Honestly you are so dumb it's Iithe tic

Prothetic, got you going to jail and that might be the
last you see of my face. You stole from me. Return
my equipment before I just get more upset.

I have already spoke with M. Orosco, I wanted to save
this but you just possess me of. They want you. They
now know your the their and one who did XXXXXX the
clients and firm.

I sounds so good on tape. Not. Good things a coo
and person in your position. Should do. If I was you I

would sell my house live in a junk yard and lawyer up
XXXXXX

Send me my stolen equipment t immediately.

3/19/16, 1:37 AM

Send me my stolen equipment t immediately.

That 7000 that you keep for yourself well I found that
we gonna put a stop to that. Mike and I were nothing
but nice but you had to get greedy and steal from
everyone. BC your a stupid XXXXX who can't get his
own clients.

I told you a bit of legal help for him. And this should
be easy. I don't want to tell you the good part so sit
there and wounder how it's all gonna fall apart. You
can't afford the legal defense you need for grand
Iarceny on the corporate degree. But that's all these
guys do ( the lawyers). That's why I'd mail me my
equipment and get ready to get exposed. But you are
going to lose that 7 k joint very quickly 

.

That's just the first thing

3/20/16,12:30 AM

I'm going to use my lawyers to shoot you down

You XXXXXX with my family

Payback is a XXXXX
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Leaving tomorrow so I'm sure everyones home

You stole my money my firm and my life with that. I

already have Orosco on you and I want your life like
you took mine. You and Bernie madoff will become
bunk XX j buries if you plea

I like Vermont it's a beautiful place to visit

Your XXXXXX kidding
I like you I just want my stuff back

And I think I figured out how your daughter and with
can be implicated on the theft
I will never stop

3/20/16, 6:13 AM

I want my equipment

Your the biggest Ioser I ever meet in the business.
Your going to wind up doing 5-20 years for streaking
such a stupid amount

The firm could have actually got of the ground if you
didn't XXXX up.

Good look I'm getting my equipment on way or
another. When your in prison it won't be hard to do
anything. You stole from me. 

I want my equipment
back

3/20/16, 2:12 PM

David how Finra treating you

You have to be the stupidest man walking. I ask for
my Bluetooth back and telephone and you XXXXX I'm
not sending him XXXXX

So as these days pass. 
I wind I speaking with MC and

give him HAMMER. Just because your petty thief that
is so ignorant

But in the corporate world your the next B Madoff.

Just us a few months. Oh and try a sell my house now
and move out of the country before we do it for you.
It's called Restitution ( go get a dictionary a put by
your toilet. Because I have never failed or been wrong
with idiots like you. My last 3 out of 5 bosses are
either in the midst of serving their time or will soon.
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You need jail it's the only thing that will teach you you
are not smart or a king.

Me I know I'm not I'm German

Best chess players in the planet along with the
Russians

I wonder which shoulder do you look over

You know if I can put your daughter in prison to I will
be very happy. Because you are what the call in the
Bible. "The road to XXXX is all lined up with men with
good intentions."

Your felling it know. Problem is I am Just asking to
return what is not your and you sprout a tiny XXXXX

Are you just dumb or dumber. I will be contacting the
others involved in the. Grand Larceny.

Vermont

My friend know you

How about that

I told them you had kids (6) and they where shocked.
They pinned you for a gay man.

Any they started

Anyway they started watching you.

I will get what I need. And know it's not a phone. It's
your life's savings. The courts will see this case as a
dunk shot. Bernie

Bernie I like that, did you tell your wife that she and her
daughter can be sentenced just like you. Stealing is
stealing don't matter but it's real

I'm gonna have my friends show an appraiser your
home. Don't worry they can do it other ways today.
But I just don't want you burning the property to the

ground. That's a felony too Bernie

I only wish you get good God will.
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1 [START 3-15-16.mp3]
2 GLEN RAUCH: Rat. You're the XXXXXXX rat.
3 You XXXXXXX rat. How low do you feel? I spent
4 my month getting myself prepared. I will
5 proceed now with attempting to get my belongings
6 that I bought you for business purposes; the
7 telephone and the Bluetooth. If you do not show

8 me that you are mailing these items back
9 immediately 

- - I don't know if that will make

10 me happier, because I actually think I'd like
11 driving up to Vermont right now. You little
12 XXXXXXX XXXXX in a hole. You XXXXXXX steal.
13 You XXXXXXX steal from the company. You XXXXXXX

14 rat. You're a XXXXXXX rat, XXXXXX XXXXXXXXXXXX.

15 You deserve every XXXXXXX thing that's coming to
16 you. And let me tell you Bob Grant [phonetic],
17 he will XXXX you, royally in the XXX.

18 [END 3-15-16.mp3]
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1 CERTIFICATE
2 I, Deborah Gillett, hereby certify that the
3 foregoing transcript of proceedings in the FINRA

4 Department of Enforcement Matter No.

5 20140393580, in the Matter of Avenir Financial
6 Group/audio file titled 3-15-16.mp3 was prepared
7 using electronic transcription equipment and is
8 a true and accurate record of the proceedings to
9 the best of my ability. I further certify that I

10 am not connected by blood, marriage or
11 employment with any of the parties herein nor
12 interested directly or indirectly in the matter
13 transcribed.
14

15 Signature:
16 Date: May 15, 2016
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1 FINANCIAL INDUSTRY REGULATORY AUTHORITY

2 DEPARTMENT OF ENFORCEMENT

3 MATTER NO. 20140393580
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5

6 In the Matter of:
7

8 AVENIR FINANCIAL GROUP/GLEN RAUCH

9

10 File Name: 3-15-16 2.mp3
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Page 2

1 [START 3-15-16 2.mp3]
-2 GLEN RAUCH: David, hi. You have possession

3 of my Bluetooth headset and my phone. I'm dead

4 broke. I need my material sent to me. I?m

5 tired of dealing with you. I don't want to
6 correspond with you anymore. I just have--I've
7 requested it--it's the same thing that you
8 always XXXXXXX do. People call and request XXXX

9 from you and you just delay, and delay, and

10 delay and delay. You know, I wished you the
11 best. I was sincere. You never once did XXXX

12 for me. XXXXX You never once XXXXXXX wrote me

13 a Christmas card or XXXXXXX birthday card,
14 nothing. And you're a XXXXXXX thief. No wonder

15 why you use that XXXXXXX stupid turtle computer,
16 whatever the--everybody uses QuickBooks and you
17 use some other XXXX. So, I really hope that
18 Mike Clements takes you and pins you to the
19 XXXXXXX wall, and you wind up serving time. I
20 really hope so, because you totally deserve it,
21 but before that, send me my XXXXXXX XXXX because

22 I really don't feel like having to come and get
23 it. Okay? Ask me if I'm not going to XXXXXXX

24 come get it.
25 [END 3-15-16 2.mp3]
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1 CERTIFICATE
2 I, Deborah Gillett, hereby certify that the
3 foregoing transcript of proceedings in the FINRA

4 Department of Enforcement Matter No.

5 20140393580, in the Matter of Avenir Financial
6 Group/audio file titled 3-15-16 2.mp3 was

-7 prepared using electronic transcription
8 equipment and is a true and accurate record of
9 the proceedings to the best of my ability. I

10 further certify that I am not connected by

11 blood, marriage or employment with any of the
12 parties herein nor interested directly or
13 indirectly in the matter transcribed.
14

15 Signature:
16 Date: May 15, 2016
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Page 2

1 [START 3-17-16.mp3]
2 GLEN RAUCH: Don't you hate living a life
3 where you are afraid to answer the phone. Boy,
4 you're such a XXXXX. Guess what. I got good

5 news. Mike Clements, he told me some of the
6 problems he's having with you. You and your
7 XXXXXXX CRD magic thinking you're going to go

8 back into the system and change XXXX. Well,
9 guess what; ain't happening. And I got a

10 settlement. You know what I'm going to do? I'm
11 going to help him sue you.
12 [END 3-17-16.mp 3]
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1 CERTIFICATE
2 I, Deborah Gillett, hereby certify that the
3 foregoing transcript of proceedings in the FINRA

4 Department of Enforcement Matter No.

5 20140393580, in the Matter of Avenir Financial
6 Group/audio file titled 3-17-16.mp3 was prepared
7 using electronic transcription equipment and is
8 a true and accurate record of the proceedings to
9 the best of my ability. I further certify that I

10 am not connected by blood, marriage or
11 employment with any of the parties herein nor
12 interested directly or indirectly in the matter
13 transcribed.
14

15 Signature:
16 Date: May 15, 2016
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1 [START 3-18-16.mp3]
2 GLEN RAUCH: Hi David, it's Glen. I ya, I'm
3 calling because I'm coming to see you this
4 weekend. You haven't returned my belongings.
5 Again, you haven't sent me my XXXXXXX

6 belongings, my Bluetooth headset and my phone.
7 All I want is those things. But now I'm going
8 to come to you this weekend. I really hope I
9 get to meet your family.

10 [END 3-18-16.mp3]
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1 CERTIFICATE
2 I, Deborah Gillett, hereby certify that the
3 foregoing transcript of proceedings in the FINRA

4 Department of Enforcement Matter No.

5 20140393580, in the Matter of Avenir Financial
6 Group/audio file titled 3-18-16.mp3 was prepared
7 using electronic transcription equipment and is
8 a true and accurate record of the proceedings to
9 the best of my ability. I further certify that I

10 am not connected by blood, marriage or
11 employment with any of the parties herein nor
12 interested directly or indirectly in the matter
13 transcribed.
14

15 Signature:
16 Date: May 15, 2016
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1 [START 3-20-16.mp3]
2 GLEN RAUCH: Hi David. You XXXXXXX XXXX.

3 Listen, I need my phone and my Bluetooth to do

4 business. I need my phone and my Bluetooth to
5 do business. I need my phone and my Bluetooth
6 to do XXXXXXX business. You XXXXXXX XXXX.

7 You're a XXXXXXX XXXX. Do you understand that?
8 Do you realize you are the biggest XXXX I've
9 ever met? I hope that 

your XXXXXXX children rot
10 in XXXX.

11 [END 3-20-16.mp3]
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2 I, Deborah Gillett, hereby certify that the
3 foregoing transcript of proceedings in the FINRA

4 Department of Enforcement Matter No.

5 20140393580, in the Matter of Avenir Financial
6 Group/audio file titled 3-20-16.mp3 was prepared
7 using electronic transcription equipment and is
8 a true and accurate record of the proceedings to
9 the best of my ability. I further certify that I

10 am not connected by blood, marriage or
11 employment with any of the parties herein nor
12 interested directly or indirectly in the matter
13 transcribed.
14

15 Signature:
16 Date: May 15, 2016
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1 [START 3-20-16 2.mp3]
-2 GLEN RAUCH: You steal from me, you

3 XXXXXXXXXXXX. You XXXX. I'm coming to see you,
4 do you understand? Do you understand? The only
5 thing is you'll never know when. Better keep an
6 eye on everybody.
7 [END 3-20-16 2.mp3]
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1 CERTIFICATE
2 I, Deborah Gillett, hereby certify that the
3 foregoing transcript of proceedings in the FINRA

4 Department of Enforcement Matter No.

5 20140393580, in the Matter of Avenir Financial
6 Group/audio file titled 3-20-16 2.mp3 was

-7 prepared using electronic transcription
8 equipment and is a true and accurate record of
9 the proceedings to the best of my ability. I

10 further certify that I am not connected by

11 blood, marriage or employment with any of the
12 parties herein nor interested directly or
13 indirectly in the matter transcribed.
14

15 Signature:
16 Date: May 15, 2016
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Appendix C



As of September 20, 2013

Stock 1 stock: 4000 shares X $12.5114 = $50,045.60

Stock 2 stock: 300 shares X $27.6199 = $8,285.97

Cash $196.02

Total Position Value = $58,527.59

$50,045.60 (Stock 1) + $58,527.59 = 85.51% 
-- Stock 1 Concentration in IRA

LM's Net worth as of account opening = approximately $85,000 (per LM statement to staff), including

value of Avenir IRA (approximately $59,000).

Therefore, non-IRA net worth = approximately $26,000

LM's net worth as of September 20, 2013 = $26,000 + $58,527.59 
= approximately $84,527.59

$50,045.60 (Stock 1) + $84,527.59 = 59.21% 
-- Stock 1 concentration of net worth



As of October 15, 2013

Stock 3 stock: 850 shares X $7.17 (avg. adj close price) = $6,094.50

10 $7 1/18/14 Stock 3 calls X $1.45 X 100 = $1,450

5 $65 1/18/14 Stock 4 calls X $10.90 X 100 = $5,450

20 $10 1/18/14 Stock 1 calls X $1.99 X 100 = $3,980

Stock 1 stock: 3,000 shares X $11.08 = $33,240

Cash = $322.59

Total Position Value = $50,537.09

$37,220 (Stock 1 stock and Calls) + $50,537.09 = 73.65% 
-- Stock 1 Concentration in IRA



As of October 18, 2013

40 $10 1/18/14 Stock 1 calls x $1.66 X 100 = $6,640 (as of 10/18/13)

Stock 1 stock: 3,000 shares X $10.65 (avg. adj. close price) = $31,950 (as of 10/18/13)

Stock 3 stock: 850 shares X $7.00 (avg. adj close price) = $5,950 (as of 10/18/13)

10 $7 1/18/14 Stock 3 calls X $1.30 X 100 = $1,300 (as of 10/18/13)

Cash = $3,832.56

Total Position Value = $49,672.56

$38,590(Stock 1 stock and Calls) + $49,672.56 = 77.69% Stock 1 Concentration in IRA



As of October 31, 2013

Stock 1 stock: 3,000 shares X $9.1350 = $27,405

40 $10 1/18/14 Stock 1 calls X $.78 X 100 = $3,120

10 $7 1/18/14 Stock 3 calls X 1.53 X 100 = $1,530

5 $75 1/18/14 Stock 4 calls X 4.5 X 100 = $2,250

Cash $6,625.05

Total Position Value = $40,930.05

$30,525 (Stock 1 stock and call options) + $40,930.05 = 74.58% 
-- Stock 1 Concentration in IRA

LM's net worth as of October 31, 2013 = $26,000 + 40,930.05 = approximately $66,930.05

$30,525 (Stock 1 stock and call options) + $66,930.05 45. 61% -- Stock 1 concentration of net

worth



As of November 13, 2013

Stock 1 call options: 70 x 1.08 x 100 = $7,560

Stock 3 call options: 10 x 2.22 x 100 = $2,220

Stock 5 stock: 2,400 x 13.6993 = $32,878.32

Cash = $1,984.60

Total Position Value = $44,642.92

$32,878.32 (Stock 5) + $44,642.92 
= 73.65% 

-- Stock 5 Concentration in IRA

LM's Net worth as of account opening = approximately $85,000 (per LM statement to staff), including

value of Avenir IRA (approximately $59,000).

Therefore, non-IRA net worth = approximately $26,000

LM's net worth as of November 13, 2013 = $26,000 + $44,642.92 = approximately $70,642.92

$32,878.32 (Stock 5) + $70,642.92 = 46.54% 
-- Stock 5 concentration of net worth
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Transactions

 
in 

LM's 

Avenir 

IRA

Transferred

 
in 

Positions

 

9/18/2013

Name

Symbol

Quantity 

Buy/Sell

Date

Price

Gross

Net

Commissions

I

350

Se 

9/19/2013 

40.2402 

1408407

 

1394887

1352

1

1

3900

Se 

9/19/2013

9.6

37440 

3646857

97143

1

5000

Se 

9/20/2013

1.83

9150 

901499

13501

Cash

577 

24 

577 

24

Total

6125131

 

6000967

1241.64

September 

Activity

Average 

Price 
of 

1,000 

shares 

of? 

that 

was 

sold 

on

Name

Symbol

Quantity 

Buy/Sell

Date

Price

Gross

Net

Commissions

 

Realized

 

Loss/Gain

 

FIFO

10/15/2013

1

Id

652

Buy 

9/19/2013

12.55 

-8182.6 

-8422.12

239.52 
C 

osed 

out 

10/15/2013

12.53608

300

Buy 

9/20/2013 

27.6199 

-8285.97

 

-8420.92

134.95 

Cosed 

out 

10/3/2013

3348

Buy 

9/20/2013 

12.5114 

-41888.2

 

-42970.6

 

1082.4428

 

Cosedout

 

11/13/2013

Net 

Transactions

-59813.7

 

1456.9128

Cash

196.02

October 

Activity

Name

Symbol

Quantity 

Buy/Sell

Date

Price

Gross

Net

Commissions

 

Realized

 

Loss/Gain

 

FIFO 

Price 

on 

11/30/2013

Value 

on 

11/30/2013

Un 

realized 

Loss/Gain

 

11/30/2013

300

Sell 

10/3/2013 

26.1601 

7848.03 

7812.94

35 

09

-607.98

1

850

Buy 

10/3/2013

8.6899 

-7386.42

 

-7421.37

34.955 

Closed 

out 

10/29/2013

1000

Sell 

10/15/2013

11.08

11080 

10944.85

135 

15

19437492

? 

1/18/14 

$65 

Calls

5

Buy 

10/15/2013

10.9

-5450 

-558495

134.95 

Closed 

out 

10/18/2013

? 

1/18/14 

$10 

Calls

20

Buy 

10/15/2013

1.99

-3980 

-4114.95

134.95 

Sti 

open 

on 

11/30/2013

0.43

860

-325495

? 

1/18/14 
$7 

Calls

10

Buy 

10/15/2013

1.45

1450 

-150995

59.95 

Sti 

open 

on 

11/30/2013

3.8

3250

174005

? 

1/18/14 

$65 

Cal 
s

5

Sell 

10/18/2013

14.2

7100 

696492

135.08

137997

? 

1/18/14 

$10 

Ca 
Is

20

Buy 

10/18/2013

1.66

-3320 

-345495

13495 

Still 

open 

on 

11/30/2013

0.43

860

-259495

?1/18/14 

$75 

Cal 
s

5

Buy 

10/22/2013

6.88

-3440 

-357495

134.95 

Closed 

out 

11/13/2013

850

Sell 

10/29/2013

7 

65 

6502 5 

6367 

43

13507

105394

Net 

Transactions

6429 

02

1075095

Cash

6625.05

November

 

Activity

Name

Symbol

Quantity 

Buy/Sell

Date

Price

Gross

Net

Commissions

 

Realized

 

Loss/Gain

 

FIFO 

Price 

on 

11/30/2013

Value 

on 

11/30/2013

Unrealized

 

Loss 

11/30/2013

1/18/14 

$75 

Calls

5

Buy 

11/8/2013

2.34

1170 

-125495

84.95 

Closed 

out 

11/13/2013

1

3000

Se 

11/13/2013

 

10.0401 

30120 3 

3008481

35 

49

-8419.320824

1/18/14 

$75 

Calls

10

Se 

11/13/2013

2 

953

2953 

2817.99

13501

-201191

2400

Buy 

11/13/2013

 

13.6993 

-328783

 

-32913 
4

35.03 

Sti 

open 

on 

11/30/2013

1306

31344

156935

1/18/14 

$10 

Calls

30

Buy 

11/13/2013

1.08

-3240 

-337495

134.95 

Sti 

open 

on 

11/30/2013

0.43

1290

-2084.95

1/18/14 

$10 

Calls

20

Buy 

11/19/2013

0.8

1600 

-165995

59.95 

Sti 

open 

on 

11/30/2013

0.43

860

-799 

95

Net 

Transactions

-6300 
4

485.38

Cash

324.68

324.68

Total

126569300

38788.68

8564.1

Balance 

after 

sales 

oftransferred

 

stocks

60009 

67

Total 

Realized

 

and 

Un 

rea 

Iized 

Loss 

as 
of 

11/30/2013

-212210300

Interest 

collected

0 

0400

Account

 

Balance 

on 

11/30/2013

38788.6800

Total 

Commissions

4259.0278

Redacted



Appendix E



Mismarked Transactions in Mohr's Avenir IRA Account

Trade Date Securitv Order Tvpe # of Shares Price 2iet Marked
or Options Transaction

Price

9/19/2013 Sell (3,900) $9 60 ($36,468) Unsolicited

9/20/2013 Sell (5,000) $1 83 ($9,014) Unsolicited

10/3/2013 Buy 850 $8 69 $7,421 Unsolicited

10/15/2013 Sell (1,000) $11 08 ($10,945) Unsolicited

10/15/2013 Buy 20 $1 99 $4,115 Unsolicited

10/15/2013 Buy 10 $1 45 $1,510 Unsolicited

10/29/2013 Sell (850) $7 65 ($6,367) Unsolicited

11/8/2013 Buy 5 $2 34 $1,255 Unsolicited

11/13/2013 Sell (3,000) $10 04 ($30,085) Unsolicited

11/13/2013 Buy 30 $1 08 $3,375 Unsolicited

Redacted
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Rauch's Unauthorized Transactions in SM's Avenir Account

Transaction Action Symbol Trade Date Qty Descriptionl Description2 Price Net Amt Gross Amount
1 Sell I 06/26/2014 -2,000.00 

? 55.5013 -110,865.09 111,002.50
2 Buy I 06/26/2014 2,924.00? 31.9800 93,544.47 93,509.52
3 Buy I 06/26/2014 2,000.001 55.2500 110,535.95 110,500.00
4 Buy I 06/27/2014 1,076.00? 31.5999 34,036.44 34,001.49
5Sel I 07/01/2014 -1,652.00? 32.3000 -53,282.17 53,359.60
6Sel I 07/01/2014 -2,348.00 

? 32.2300 -75,574.36 75,676.04
7 BU? I 07/02/2014 5,000.00 I 27.9299 139,684.45 139,649.50
8 Sel I 07/08/2014 -5,000.00 

? 28.2700 -141,311.92 141,350.00
9 Buy I 07/11/2014 2,000.001 28.8699 57,739.82 57,739.82

10 Buy I 07/11/2014 2,000.001 28.8899 57,814.82 57,779 87
11 Buy I 07/18/2014 5,000.00 I 7.5199 37,634.45 37,599.50
12 Buy I 07/22/2014 800.00? 7.8912 6,347.94 6,312.99
13 Buy I 07/22/2014 4,200.00? 7.8984 33,173.19 33,173.19
14 Buy I 07/22/2014 4,700.00? 5.7200 26,918.95 26,884.00
15 Sell I 07/24/2014 -7,000.00 

? 5.3801 -37,524.91 37,660.70
16 Buy I 07/24/2014 5,300.00 l 5.7099 30,297.42 30,262.47
17 Buy I 07/29/2014 2,000.001 5.9199 11,874.75 11,839.80
18 Buy I 07/29/2014 2,000.001 5.9099 11,819.80 11,819.80
19 Sell I 07/29/2014 -2,000.00 

? 5.9200 -11,804.78 11,840.00
20 Sell I 07/29/2014 -10,000.00 

? 5.7502 -57,465.71 57,501.98
21 Buy I 07/29/2014 5,000.00 I 5.9299 29,784.45 29,649.50
22 Buy I 07/30/2014 4,000.001 5.7770 23,207.96 23,107.96
23 Sell I 08/13/2014 -2,500.00 

? 1.0000 -2,402.49 2,500.00
24 Sell I 2014-08-16 87.500 08/14/2014 -10.00 

? $87.50 EXP 08/16/14 7.9500 -7,849.82 7,950.00
25 Buy I 08/15/2014 2,500.00? 7.8960 20,240.00 19,740.00
26 Sell I 2014-08-16 95.000 08/15/2014 -15.001 $95 EXP 08/16/14 4.0900 -5,999.91 6,135.00
27 Sell I 2014-08-16 87.500 08/15/2014 -5.OOI $87.50 EXP 08/16/14 115200 -5,624.92 5,760.00
28 Buy I 08/15/2014 2,500.00? 7.8200 20,084.95 19,550.00
29 Sell I 2014-08-16 87.500 08/15/2014 -5.OOI $87.50 EXP 08/16/14 7.7000 -3,814.96 3,850.00
30 Sell I 08/18/2014 -2,000.001 5.9500 -11,764.78 11,900.00
31 Sell I 08/22/2014 -2,000.00 

? 5.7320 -11,328.81 11,464.02
32 Sell I 09/16/2014 -2,000.001 13.5418 -27,047.95 27,083.50
33 Buy I 09/16/2014 703.00? 13.8257 9,764.46 9,719.46
34 Sell I 09/16/2014 -5,000.001 13.5277 -67,637.16 67,638.66
35 Buy I 09/16/2014 6,297.00? 13.8727 87,456.37 87,356.37
36 Buy I 2014-10-18 9.000 09/19/2014 50.001 $9 EXP 10/18/14 0.5884 3,076.95 2,942.00
37 Buy I 2014-09-26 40.000 09/19/2014 50.001 $40 EXP 09/26/14 1.5000 7,634.95 7,500.00

Redacted
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Rauch's Highly Speculative Options Purchases in SM's Avenir Account

Action Symbol Qty Description 1 Description2 Price Net Amt Gross Amount Trd Timestamp
Buy ?2014-08-167.500 100.00 CALL $7.50 EXP 08/16/14 0.10 1,134.95 1,000.00 8/1/2014 2:25:47 PM
Buy -

 
2014-08-16 7.500 50.00 CALL $7.50 EXP 08/16/14 0.10 525.00 500.00 8/1/2014 2:29:46 PM

Buy 2014-08-16 7.500 100.00 CALL $7.50 EXP 08/16/14 0.10 1,025.00 1,000.00 8/1/2014 2:28:05 PM
Buy 2014-08-16 7.500 100.00 CALL $7.50 EXP 08/16/14 0.09 959.95 900.00 8/1/2014 2:26:27 PM

Action Symbol Qty Description 1 Description2 Price Net Amt Gross Amount Trd Timestamp
Buy I 2014-08-0132.000 50.00 PUT $32 EXP 08/01/14 0.25 1,334.95 1,250.00 8/1/2014 11:17:52 AM
Buy I 2014-08-0132.000 50.00 PUT $32 EXP 08/01/14 0.34 1,773.00 1,723.00 8/1/2014 11:24:39 AM
Buy I 2014-08-0132.000 50.00 PUT $32 EXP 08/01/14 0.32 1,650.00 1,600.00 8/1/2014 11:27:39 AM
Buy I 2014-08-0132.000 50.00 PUT $32 EXP 08/01/14 0.33 1,700.00 1,650.00 8/1/2014 11:33:45 AM
Buy I 2014-08-0132.500 50.00 PUT $32.50 EXP 08/01/14 0.45 2,359.95 2,250.00 8/1/2014 11:38:17 AM
Buy I 2014-08-0132.000 1.OOPUT $32 EXP 08/01/14 0.22 23.02 22.00 8/1/2014 11:41:08 AM
Buy I 2014-08-0132.000 49.00 PUT $32 EXP 08/01/14 0.25 1,275.00 1,225.00 8/1/2014 11:41:53 AM
Buy I 2014-08-0132.500 50.00 PUT $32.50 EXP 08/01/14 0.39 2,025.00 1,950.00 8/1/2014 11:43:56 AM
Buy I 2014-08-0132.500 50.00 PUT $32.50 EXP 08/01/14 0.35 1,850.00 1,750.00 8/1/2014 1:37:50 PM
Buy I 2014-08-0132.500 50.00 PUT $32.50 EXP 08/01/14 0.44 2,275.00 2,200.00 8/1/2014 1:41:18 PM
Buy I 2014-08-0132.000 50.00 PUT $32 EXP 08/01/14 0.20 1,050.00 1,000.00 8/1/2014 1:51:38 PM
Buy I 2014-08-0132.500 50.00 PUT $32.50 EXP 08/01/14 0.40 2,100.00 2,000.00 8/1/2014 2:45:48 PM
Buy I 2014-08-0132.500 50.00 PUT $32.50 EXP 08/01/14 0.33 1,750.00 1,650.00 8/1/2014 2:46:21 PM
Buy I 2014-08-0132.500 50.00 PUT $32.50 EXP 08/01/14 0.27 1,375.00 1,350.00 8/1/2014 3:13:57 PM

Action Symbol Qty Description 1 Description2 Price Net Amt Gross Amount Trd Timestamp
Buy I 2014-08-22 102.000 400 00 CALL 

-
 $102 EXP 08/22/14 0.10 4,134.95 4,000.00 8/19/2014 12:04:04 PM

Buy I 2014-08-22 98.000 200 00 PUT 

-
 $98 EXP 08/22/14 0.15 3,076.95 2,942.00 8/19/2014 12:06:55 PM

Buy I 2014-08-22 102.000 150 00 CALL 

-
 $102 EXP 08/22/14 0.08 1,259.95 1,200.00 8/20/2014 10:50:20 AM

Redacted



Appendix H

Redacted



Rauch's 

Options 

Transactions

 

Executed 

Under 

Parity 
in 

SM's 

Avenir 

Account

Action

Symbol

Qty

Descriptionl

Description2

Price

Net 

Amt

Gross 

Amount

Trd 

Timestamp

Se

2014-11-22

 

22.500

-10.00 

CALL

$22.50 

EXP 1 

1/22/14

60.00

-59,863.72

60,000.00

8f7/2014 

12:07:00 

PM

Se

2014-11-22

 

22.500

-10.00 

CALL

$22.50 

EXP 1 

1/22/14

60.50

-60,398.66

60,500.00

8f7/2014 

12:14:50 

PM

Se

2014-11-22

 

22.500

-1.00 

CALL

$22.50 

EXP 1 

1/22/14

60.00

-5,899.86

6,000.00

8f7/2014 

12:22:53 

PM

Se

2014-11-221.000

-50.00 

CALL

$1

EXP 

11/22/14

6.50

-32,364.33

32,500.00

8/8/2014 

12:52:00 

PM

Se

2014-11-22

 

2.500

-50.00 

CALL

$2.50 

EXP 1 

1/22/14

3.30

-16,399.63

16,500.00

8/8/2014 

2:47:14 

PM

Se

2014-11-22

 

2.500

-50.00 

CALL

$2.50 

EXP 1 

1/22/14

3.30

-16,364.68

16,500.00

8/8/2014 

12:58:39 

PM

Se

2014-11-22

 

2.500

-50.00 

CALL

$2.50 

EXP 1 

1/22/14

3.30

-16,399.63

16,500.00

8/8/2014 

2:10:28 

PM

Se

2014-11-22

 

2.500

-20.00 

CALL

$2.50 

EXP 1 

1/22/14

3.30

-6,499.85

6,600.00

8/8/2014 

3:28:12 

PM

Se

2014-12-20

 

2.500

-15.00 

CALL

$2.50 

EXP 1 

2/20/14

10.00

-14,899.66

15,000.00

8/8/2014 

3:02:06 

PM

Se

2014-12-20

 

2.500

-10.00 

CALL

$2.50 

EXP 1 

2/20/14

10.00

-9,864.82

10,000.00

8/8/2014 

2:57:31 

PM

Se

2015-01-17

 

23.000

-10.00 

CALL

$23

EXP 

01/17/15

40.00

-39,864.16

40,000.00

8/18/2014 

11:59:45 

AM

Se

2015-01-17

 

23.000

-10.00 

CALL

$23

EXP 

01/17/15

40.50

-40,364.15

40,500.00

8/19/2014 

10:05:53 

AM

Redacted
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Illustration of Assured Loss for Sale of Call Options Under Parity

The sale ofcalls on August 8, 2014, of 
, 

is illustrative of the problem
with Rauch's options strategy. At the time, SM was long 10,000 shares in the stock when Rauch
sold 25 December 20, 2014 2.5 calls at $10.00. Rauch offered and sold 10 call options contracts
at $10.00 when the bid and ask spread for the underlying stock was $12.75-$12.76. Thus, the
options were .25 under parity with four months until expiration ($12.75 [price of the stock] -
$10.00 [price ofthe option] 

- $2.50 [strike price] 
= $.25 [amount under parity]).1 In doing so,

Rauch locked in losses for SM of at least $250 
on the 10 contracts that were .25 under parity, as

compared with selling the underlying stock.2 The chart below demonstrates how Rauch's
strategy locked in at least a $250 loss for SM with respect to the first 10 December 20, 2014 2.5
calls that Rauch sold at .25 under parity. The methodology is applicable to all of the sales of
deep-in-the-money calls that Rauch effected in SM's account in August 2014.

Stock price on P/L from selling stock P/L from selling calls P/L For Selling the
theoretical day option is [$10,000 obtained from Option Below Parity as

exercised sale of call on August 8, Opposed to Selling the
2014 [10 contracts X 100 Stock on the Bid

shares X $10]
$12 75 0 -$250 [10 contracts X 100 -$250

shares X 10 25 difference
between stock price and

strike price = -$10,250 less

$10,000 earned from
selling calls]

$0 -$12,750 $10,000 (call would not be -$2,750
exercised)

$1 -$11,750 $10,000 (call would not be -$1,750
exercised)

$2 50 -$10,250 $10,000 (call would not -$250
be exercised)

$112 75 $100,000 [$100 increase in -$100,250 [10 contracts X -$250
stock price X 10 contracts 100 shares X $110 25

X 100 shares] difference between stock
price and strike price = -
$110,250 less $10,000

earned from selling calls]

1 For the other 15 contracts that Rauch offered and sold, the options were .31 under parity with four months until
expiration because Rauch offered and sold the contracts again at $10.00 within a few minutes after selling the initial
10 contracts when the bid and ask spread for the underlying stock was $ 12.81-$ 12.82
2 Rauch also locked in losses of at least $465 on the 15 contracts that were .31 under parity as compared with selling
the underlying stock.

Redacted
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Rauch's Mismarking ofTransactions in SM's Avenir Account

Transaction Action Svmbol Trade Date Qty Descriptionl Solicited Unsolicited
1 Buy 2014-06-21 45.000 06/09/2014 50.00 PUT U nso icited
2 Buy I 2014-06-13 77.000 06/09/2014 20.00 PUT U nso icited
3 Buy I 2014-06-21 47.000 06/13/2014 26.00 PUT U nso icited
4 Buy I 2014-06-21 77.500 06/13/2014 19.00 PUT U nso icited
5 Buy I 2014-06-21 77.500 06/13/2014 1.00 PUT U nso icited
6 Buy I 2014-06-27 79.000 06/20/2014 20.00 PUT U nso icited
7 Buy I 2014-06-27 47.500 06/23/2014 26.00 PUT U nso icited
8 Sel I 07/11/2014 -4,500.00? U nso icited
9 Sel I 2014-07-16 11.000 07/15/2014 -50.00 CALL U nso icited
10 Buy I 2014-08-16 13.000 07/15/2014 50.00 CALL U nso icited
11 Sel I 2014-07-19 12.000 07/17/2014 -8.00 CALL U nso icited
12 Sel I 2014-07-16 11.000 07/17/2014 -100.00 CALL U nso icited
13 Sel I 07/21/2014 -1,749.00 U nso icited
14 Sel I 07/21/2014 -5,751.00? U nso icited
15 Buy I 2014-08-16 87.500 07/22/2014 1000? U nso icited
16 Buy I 07/24/2014 15,600.00? U nso icited
17 Sel I 07/30/2014 -2.001 U nso icited
18 Sel I 07/30/2014 -5,000.OOI U nso icited
19 Sel I 08/07/2014 -5,000.OOI U nso icited
20 Sel I 2014-12-20 2.500 08/08/2014 -15.00 CALL U nso icited
21 Sel I 2014-11-22 2.500 08/08/2014 -20.00 CALL U nso icited
22 Sel I 2014-08-16 13.000 08/11/2014 -50.00 CALL U nso icited
23 Sel I 08/13/2014 -2,500.00? U nso icited
24 Sel I 2014-08-16 87.500 08/14/2014 -10.00 CALL U nso icited
25 Sel I 2014-08-16 13.000 08/15/2014 -190.00 CALL U nso icited
26 Sel I 2014-08-16 13.000 08/15/2014 -30.00 CALL U nso icited
27 Sel I 2014-08-16 13.000 08/15/2014 -10.00 CALL U nso icited
28 Sel I 2014-08-16 87.500 08/15/2014 -5.00 CALL U nso icited
29 Buy I 2014-08-16 75.000 08/15/2014 4.00 CALL U nso icited
30 Sell I 2014-08-16 87.500 08/15/2014 -5.00 CALL U nso icited
31 Buy I 2014-08-16 87.500 08/15/2014 10.00 CALL U nso icited
32 Sell I 08/15/2014 -1,000.OOI U nso icited
33 Buy I 2014-09-20 15.000 08/18/2014 8.00 CALL U nso icited
34 Buy I 2015-01-17 65.000 08/18/2014 10.00 CALL U nso icited
35 Se I 08/18/2014 -2,500.00? U nso icited
36 Se I 08/18/2014 -2,000.OOI U nso icited
37 Buy I 2014-08-22 62.500 08/18/2014 20.00 PUT U nso icited
38 Buy I 2014-12-20 2.500 08/21/2014 5.00 CALL U nso icited
39 Buy I 08/21/2014 1.00 U nso icited
40 Buy I 2014-12-20 10.000 08/29/2014 1000? U nso icited
41 Buy I 09/04/2014 2,000.OOI U nso icited
42 Sell I 09/04/2014 -2,100.001 U nso icited
43 Buy I 09/10/2014 2,000.OOI U nso icited
44 Sel I 09/17/2014 -5,000.OOI U nso icited
45 Sel I 2014-09-20 101.000 09/19/2014 -33.00 CALL U nso icited
46 Sel I 2014-09-20 101.000 09/19/2014 -24.00 CALL U nso icited
47 Sel I 2014-09-20 15.000 09/19/2014 -163.00 CALL U nso icited
48 Sel I 2014-09-20 15.000 09/19/2014 -7.00 CALL U nso icited
49 Sel I 2014-11-22 10.000 09/22/2014 -10.00 CALL U nso icited
50 Buy I 2014-09-26 40.000 09/22/2014 50.00 CALL U nso icited
51 Sell I 2014-11-22 110.00 09/23/2014 -11.00 CALL U nso icited
52 Buy I 2014-11-22 22.500 09/23/2014 11.00 CALL U nso icited
53 Sel I 2014-09-26 40.000 09/23/2014 -50.00 CALL U nso icited
54 Sel I 2014-10-18 9.000 09/26/2014 -50.00 CALL U nso icited
55 Sel I 2014-09-26 40.000 09/26/2014 -50.00 CALL U nso icited
56 Sel I 2015-01-17 65.000 10/01/2014 -19.00 CALL U nso icited
57 Sel I 10/01/2014 -1,900.001 U nso icited
58 Buy I 10/01/2014 1,900.001 U nso icited
59 Sel I 10/02/2014 -1,500.001 U nso icited
60 Sel I 10/02/2014 -17,000.001 U nso icited
61 Sel I 2014-12-20 15.000 10/03/2014 -20.00 CALL U nso icited
62 Sel I 2015-01-17 65.000 10/03/2014 -1.00 CALL U nso icited
63 Sel I 2014-11-22 7.500 10/03/2014 -170.00 CALL U nso icited
64 Sel I 2015-01-17 2.500 10/15/2014 -40.00 CALL U nso icited

Redacted




