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Respondent.

Respondent is barred from associating with any NASD member in
any capacity for engaging in fraudulent sales practices, in violation of
Section 10(b) of the Exchange Act and Rule 10b-5 thereunder, and
NASD Rules 2110 and 2120, faiture to comply with SEC penny stock
disclosure rules, in viclation of Exchange Act Rules 15g-2, 15g-3 and
15¢-9, and NASD Raule 2110, and fallure te provide truthful
testimony, in violation of NASD Rules 8210 and 2119.

Appearances .
Laurie A. Doherty, Esq., Ralph D. Martin, Esq., and Jeffrey K. Stith, Esq., for the

Department of Market Regulation.
" No appearance by Respondent.
DECISION
L Ba d

On October 11, 2004, the Department of Market Regulation (“Market
Reguiation”) filed a Complaint in this proceeding, attached to this Decision as Exhibit A,
against Anthony J. Johnson (“Respondent™), Park Capital Securities, LLC (“Park

Capital™), and 11 additional Respondents. The Complaint charges that the various -

! This Amended Decision is issued to add three lines of text that was inadvertently omitted on page 4 of the
original Decision.



Respondents engaged in a fraudulent scheme to profit from the sale of over $3.5 million
in securities to Park Capital customers, through market manipulation, high pressure sales
tactics, misrepresentations and omissions of material facts, unauthorized trades, and
unregistered sales of securities. All Respondents subsequently setiled the élaims against
them, except Ara Proudian (*Proudian™), who requested and received a hearing, and
Respondent, who is the subject of this Default Decision. Respondent is charged in three
of the Complaint’s five counts. Count Two charges Respondent with fraudulent sales
practices, in violation of Section 10(b) of the Securities Exchange Act of 1934
(“Exchange Act”), Rule 10b-5 thereunder, and NASD Rules 2110 and 2120. Count
Three charges Respondent with failing to comply with SEC penny stock disclosure‘ rufes,
in violation of Exchange Act Rules 15g-2, 15g-3 and 15g-9, and NASD Rule 2110.
Count Five charges Respondent with failing to provide truthful testimony, in violation of
NASD Rules 8210 and 2110. On November 23, 2004, Respondent filed an Answer to the
Complaint denying the charges and requesting a hearing,
1. Respondent’s Default

On October 10, 2005, the Hearing Officer issued an Order setting a pre-h&ml'ing
canference for October 28, 2005, to discuss the hearing schedule.” The Order highlighted
that, consistent with Rule 924 1(f), “a failure to appear at the Conference, in person or

through counsel or representative, may be deemed a default,”

2 Qn August 22, 2005, counse! for Respondents Johnson and Proudian was disqualified. This disquatification
was affirmed by the National Adjudicatory Council on October 3, 2005. The Order noted that the schedule
for the pre-hearing conference should provide Respondeats Johnson and Proudian sufficient time 1o retain
new counsel. While Proudian did retain new counsel, Johnson did not.

? This Order was sent to Respondent on October 10, 2005, by first class mail to his last known residential
address listed in the Central Registration Depository {the “CRI> address™)




Respondent failed to appear at the Pre-Hearing Conference. Accordingly, on
October 31, 2005, pursuant to Rule 9241(f), the Hearing Officer issued an order requiring
Respondent to show cause, by November 11, 2005, why he should not be held in (;icfaull,‘
Respondent failed to respond. Accordingly, on November 17, 2005, the Hean’né Officer
issued an Order of Default against Respondent, On March 29, 2006, Market Regulation
filed a Motion for Entry of Default Decision. For the reasons set forth below, the Motion
is granted.® . |
Il Jurisdiction

NASD has jurisdiction over Requndent under Article V, Section 4, of NASD’s

By-laws because he was registered at Capital Growth Financial, LLC when the

Complaint was filed.
IV.  Respondent

Respondent first registered with the NASD as a General Securities Representative
in October 1994, Since that time, Respondent has been registered at ten different
brokerage firms. In May 2001, Respondent joined Park Capital as a registered 7
representative and remained there until his termination in March 2003. Afier leaving
Park Capital, Respondent was employed at Capital Growth Financial LLC until May

2003. Respondent is not currently registered with an NASD member.

* This Order to Show Cause was sent to Respondent via cestified and first class mail to his CRD address, and
an additional address provided o the Office of Hearing Officers in an October 21, 2005, letter from
Respondent’s former counsel. The return receipt for the certified mailing to the CRD address was signed
“Annette Johnson™,

* The factual determinations in this decision are based on the allegations of the attached Complaim, which
are deemed admitted, and the declaration and exhibits filed by Market Regulation with its Motion for Default.
In Market Regulation’s case against Respondent Ara Proudian, which was heard on March 6 through 8, 2006,
The factual determinations in this Defauh Decision are also consistem with the evidence presented.




V.  Violations

A. Fraudulent Sales Practices

The Complaint alleges that Respondent engaged in fraudulent sales practices in .
violation of Section 10(b) of the Exchange Act, SEC Rule 10b-5 thereunder, and NASD
Rules 2110 and 2120, in connection with the sale of the securities of Cordia Corporatioﬁ
{"Cordia™), an OTC Bulletin Board (*'OTCBB™"} issuer.

As set forth in greater detail in the Complaint, Respondent convinced four others
to join him at Park Capital to work together as partners in a sales group (the “Johnson
Group™). The Johnson Group agreed to share customner accounts and commissions,
regardless of who was the designated broker on the particular account. Rcspoﬁdent led
the group, and determined for the group which stocks would be recommended to its
mtoﬁem.

Pursuant to the scheme, a member of the Johnson Group would open a new:
customer account by recommending a safe, blue-chip stock. Then, the member would
cede control of the account to Respondent, who would then contact the custorrer to'
recommend the purchase of a “house stock™ such as Cordia Corporation (“Cordia”).
Respondent used the names and email addresses of others in the Johnson Group when
communicating with customers, in order to conceal his role and stymie the customer’s
ability to seek redress.

In communications with customers, Respondent engaged in high-pressure sales
tactics, baseless price projections, unauthorized trades, and misrepresentations and .
omissic;ns of material facts in order to sefl Cordia stock. For example, Respondent did
not disclose to customers the speculative nature of Cordia securities, the company’s poot

financial condition, or the fact that its shares were traded on the OTCBB. Respondent




guaranteed customers that they would “double their money.” He also guaranteed that
Cordia stock would not drop below $7, and guaranteed customers against loss.
Respondent had no reasonable basis for meking these statements or recommending
Cordia to his customers, or for making guarantees against loss or price predictions.
Respondent also purchased Cordia in customer accounts without authorization, and
disavowed knowledge of these unauthorized transactions when the customers
complained. In addition, Respondent concealed his identity, and used an account in his
brother’s name for profitable Cordia trades, to the detriment of other customers. |

The Complaint charges that quondem’s actions violated Section 10b-5 of the
Exchange Act, SEC Exchimge Rule 10b-5, and NASD Rules 2120 and 2110. A violation
of Section 10(b) of the Exchange Act and Rule 10b-5 requires a showing that Respéndtm
made material misrepresentations or omissions in connection with the purchase or galc of
a security, and that he acted with scienter.® NASD Conduct Rule 2120, NASD's anti-
fraud provision, parallels Rule 10b-5.” Both are designed to “ensure that sales
representatives fulfil! their obligation to their customers to be accurate when making
statements about securities.”® A violation of NASD Conduct Rule 2120 is also a
violation of Conduct Rule 2110

Respondent's statements and omissions were material. The standard for
materiality requires consideration of “whether the reasonable investor would consider a

fact important” in making an investment decision, or whether disclosure would

 SEC v, First Jegsey Sec,Ing,. 10 F.3d 1450 (2d Cir. 1996).

? Dept of Enforcement v. Justin E. Apgar. 2004 NASD Discip. LEXIS 9, at *1 | (NAC May 18, 2004).
* Dist, Bus. Conduct Comm. v. Euripides, 1997 NASD Discip. LEXIS 45, a1 **16-17 (July 28, 1997
1d, at *19.



“significantly alter ... the ‘total mix’ of information made available.”'® Material facts
include not only earnings of a company, but also those facts that affect the probable
future of a company and that may affect the desires of investors to buy, sell, or hold the
securities.”’ The duty of fair dealing requires that brokers have an adequate basis for
their recommendations, and that those recommendations are based on a reasonable
investigation, >

Here, Respondent made unsubstantiated price predictions and guaranteed
customers against loss. He also failed to disclose Cordia's poor financial condition, the
fact that it was traded on the OTCBB, and more generally, the speculative nature of an
investment in Cordia stock. Reasonable investors would find this information relevant to
their decisions to invest in Cordia. Moreover, Respondent concealed his identity, placed
unauthorized trades in customer accounts, and used an account in his brother's name for
profitable Cordia trades, to the detriment of other customers.’

Respondent acted with scienter. Scienter is “a mental state embracing intent to
deceive, manipulate, or defraud.”"? To prove scienter there must be a showing that the

respondent acted intentionally or recklessly."* It can be inferred from Respondent’s

" Martin R, Kaiden, Exch. Act Rel. Na. 41629, 1999 SEC LEXIS 1396, at *18 n.25 (July 20, 1999); TSC
Indus.. Inc. v. Nothway, Jac.,, 426 U.S. 438, at 449 (1976).

' See. SEC v. Hashg, 784 F. Supp. 1059, at 1108 (S.D.N.Y, 1992).

" Hanly v, SEC, 415 F.2d 589, at 597 (2d Cir. 1969); Steven D. Goodmag, Exch. Act. Rel. No, 43889, 2001
SEC LEXIS 144, at *12 Qan. 26, 2001).

" Emst & Egnst v, Hochfelder, 425 U.S. 185, at 193 n.12 (1976).

!4 See, M. Rimson & Co., Ing., Initial Decision Release No. (06, 1997 SEC LEXIS 486, at *95 (Feb. 25,
1997); Tuchmap v, DSC Communications ‘Corp.. 14 F.3d 1061, at 1067 (5th Cir. 1994), 1994 U.5. App.
LEXIS 3326 at *14 (1994), Recklessness is evident when the conduct “presents a danger of misleading
buyers or sellers that is either known to the defendant or is so obvious that the actor must have been aware of

it Hollinger v, Titan Caphtal Corp,, 914 F.2d 1564, at 1569 (9th Cir, 1990), gent. denied. 499 U.S. 976
(1991).




conduct that he intentionally deceived customers to invest in Cordia. As a registered
represenu}tive, Respondent had a duty to disclose material facts about the securities
before recommending them to customers, and to have a reasonable basis for predicting
any substantial increase in the price of those securities. Respondent either recklessly
failed to conduct such due diligence, or he oon&uctod the due diligence and disregarded
the findings. Regardless, Respondent must have been fully aware that he was pmviding
his customers with material misinformation about Cordia, and that his predictions for its
future performance had no basis in fact,

Baseless, false and misleading predictions are fraudulent.'” The SEC has
tepeatedly held that “predictions of specific and substantial increases in the price of a
speculative security within a relatively short period of time are f’mu«:lult:nt,"'6 More;over,
the SEC and NASD have consistently held that “unauthorized trading in a cuslomefs
account violates Conduct Rule 2110.”"7 Further, executing unauthorized trades vioiates a
registered representati\fc's responsibility to dcai fairly with customers under IM-2310-
2(4)(A)(ii1). Likewise, concealing one’s identity from a customer, or acting as an

imposter, is fraudulent.'®

'* Sce, Padgett, Exch. Act Rel. No, 38423, 1997 SEC LEXIS 634, 1 #*23-24 (Mar. 20, 1997) (finding that
predxchons of sizeable stock price increases that are made without any reascnable basls are fraudulent);

. Exch. Act Rel. No. 8303, 1968 SEC LEXIS 220, at **12-13 (Apr. 30, 1968}
(concluding that predxcuons of “a sharp increase in earnings with respect to a speculative stock without
disclosure of the uncertainties as well as the known facts upon which a prediction rests [are} inherently
misleading™) (citation omisted).

' Roche. Exch. Act Rel. No. 38742, 1997 SEC LEXIS 1283, at *5 (June 17, 1997).

"7 Jeffrey B. Hodde, No. C10010005, 2002 NASD Discip. LEXIS 4, at **13-14 (NAC Mar. 27, 2002)

(citations omitted); sec also Robeqt Lester Gardper. Exch. Act Rel. No. 35899, 1995 SEC LEXIS 1532, at *!
n.b (1995).

1B s

, 1995 SEC LEXIS 1724 (July 10, 1995) (ALJ Initial Decision), aff'd, 54 S.E.C. 1041
(1996) {1996 SEC LEXIS 2937).



Therefore, the allegations of the Complaint, which are deemed admitted, are
sufficient to establish, for purposes of this default decision, that Respondent engaged in
~ fraudulent sales practices, in violation of Section 10(b) of the Exchange Act and SEC
Rule 10b-5 therennder, and NASD Rules 2110 and 2110.

B. Penn.y Stock Rule Violations

The Complaint alleges that Respondent failed to comply with SEC penny stock
disclosure rules, in violation of Exchange Act Rules 15g-2, 15g-3 and 15g-9 and Rule
2110. A “penny stock” is defined under Rule 3a51-1 of the Exchange Act as a non-
NASDAQ or non-exchange listed security (i.c., OTCBB or pink sheet security) that is
currently trading below five dollars per share and that has been issued by a company with
limited tangible assets, revenues, or continued operations.

Cordia fell within the definition of a penny stock during the period that
Respondent recommended most of the purchases of Cordia to his customers. The stock
was quoted on the OTCBB and was priced below five dollars, and the company did not
have sufficient assets or income for exemption from the definition of a pehny stock;

Any sale of a penny stock must comply with the disclosure requirements set forth
in Section 15(g) of the Exchange Act and the rules thereunder. Rule 15g-2 requires
member firms to provide customers with a risk disclosure document describing the risks
associated with investing in penny stocks. Members must obtain and maintain a signed,
written statement from the customer acknowledging that he or she has received the risk
disclosure form. Rule 15g-3 requires oral and written disclosute of the current inside bid

and ask quotes for the security being recommended. Rule 15g-9 requires that a suitability




| analysis be performed before the sale. Although there are a few exemptions to the Rule
15g requirements, Respondent has the burden of proving them.*®

There is no evidence that Cordia stock was exempt from the penny stock nuies.
Nonetheless, Respondent failed to give customers required risk disclosure documch!s.
much less, obtain from them the written acknowledgement of such disclosures.
Respon;ignt also .failed to give customers the required written and oral disclosure of the
inside bid and offer quotation for Cordia prior to effecting transactions. Moreover,
Respondent failed to performn a suitability analysis before recommending sales of éodia
to customers. |

Therefore, the allegations of the Complaint, which are deemed admitted, are
sufficient to establish, for purposes of this default decision, that Rcspondetit failed to
comply with the SEC penny stock disclosure rules, in violﬁtion of Exchange Act Rt;les
15g-2, 15g-3 and 15g-9 and NASD Rule 2110.

C.  Failure to Provide Truthfu! Tesﬁmony

The Complaint alleges that Respondent provided false and misleading testimony
concerning customer communications, in violation of Rules 8210 and 2110. Respondent
provided swom testimony to NASD Staff in an on-the-record {(“OTR") interview
conducted pursuant to Rule 8210. In this testimony, Respondent falsely denied certain
communications with a customer regarding the customer’s complaints about Cordia.
Respondent also falsely denied the existence of certain emails relating to Cordia

exchanged between Réspondent and a customer.

¥y v. Wolf, 1996 NASD Discip. LEXIS 25, *19-21; NASD Notice to Members 90~

“18, 1990 NASD LEXIS 432, at *4 (“Broker-dealers ¢laiming exemption or exclusions from the Rule’s [penny
stock] sales peactice requirements have the burden of proving that they meet each of the elements of the
particular exemption or exclusion.”).



Rule 8210 authorizes NASD to require any person subject to its jurisdiction to
provide information related io any matter under investigation. The Rule serves as a “key
clement” in NASD’s oversight function and allows NASD to carry out its regulatory
functions without subpoena power,”® The SEC has repeatedly held that providing false or
misleading testimony during an OTR interview is a violation of Procedural kule 8210
and Conduct Rule 2110.2!

Therefore, the allegations of the Complaint, which are deemed admitted, are
sufficient to establish, for purposes of this default decision, that Respondent failed to
provide truthful testimony in an OTR, in violation of Rules 8210 and 2110.

VL. Sancijons

For intentional or reckless misconduct involving misrepresentations or material
omissions of fact, the NASD Sanction Guidelines (“Guidelines™) recommend a fine,of
$2.500 to $50,000, and consideration of a 10-day to two-year suspension, or in egregious
cases, a bar.”? Similarly, the Guidelines recorﬁmend consideration of a suspension of up
to two years, or a bar for egregious conduct relating to unsuitable recommendations,
guarantecing customers against Joss, or unauthorized transactions.” The Guidelines also
recommend a bar for egregious violations of the Penny Stock Rules.” The Hearing
Officer finds that Respondent’s conduct was egregious, and a bar is justified. In reaching

this determination, the Hearing Officer considered that Respondent made material

™ See Richard J. Rouse, Exch. Act Rcl. No. 32638, 1993 SEC LEXIS 1831, at *7 (July 19, 1993},

¥ See Brian L. Gibbons, Exch. Act Rel. No. 37170, 1996 SEC LEXIS 1291 (May 8, 1996), gff'd, 112 F.3d
516 (9th Cir, 1997).

2 NASD Sanction Guidelines at p. 93 (2006 d.).
214, ar p. 91, 103,
*1d atp. 94.

10




misrepresentations and omissions with respect to Cordia securities. Respondent’s price
predictions and guarantees against loss are pasticularly egregious. Moreover, Respondent
failed to provide customers with required penny stock disclosures, and concealed his
identity from customers. The unauthorized trades in customer accounts were also- ,
egregious, because he used disavowed knowledge of the trades when customers
complained. The fact that Respondent recruited others to participate in the scheme only
serves to amplify the egregiousness of his conduct. There is no evidence of any
mitigatiz;g circumstances that would jusﬁfy a lesser sanction for the violation. Therefore,
Respondent is barred in all capacities for engaging in fraudulent sales practices, in
violation of Section 10(b) of the Exchange Act and Rule 10b-5 thereunder, and NASD
Rules 2110 and 2120, and failure to comply with SEC penny stock disclosure rules, in
violation of Exchange Act Rules 15g-2, 15g-3 and 15g-9, and NASD Rule il i0. |

The Guidelines also provide that a bar is the standard sanction if a respondent
does not respond in any manner to a request for information under Rule 82102 The
National Adjudicatory Council has held that a bar is equally appropriate wﬁere the
respondent provided false information or testimony.” Once again, there is no evidence
of mitigating factors that would justify a lesser sanction. Therefore, Respondent is barred

for his failure to provide truthful testitnony, in violation of NASD Rules 8210 and 2110.

B1d. at 35,

* See, Departmen of Enforcement v, Walker, No. C1097014+, 2000 NASD Diseip. LEXIS 2, at #31
{N.A.C. Apr. 20, 2000) (finding thet the respondent’s untruthful testimony was “as harmful as a complete
failure to respond and, as such, that a bar is the appropriate sanction™); Deparimem of Enforcement v.
Doshi. No. C10960047, 1999 NASD Discip. LEXIS 6, at *13 (N.A.C. Jan. 20, 1599) (“The NASD
Sanction Guideline for failure to respond truthfully suggests that in the absence of mitigation, a bar should
be standard™).

11




VII. Conclusion

Respondent is barred from associating with any NASD member in any capacity
for engaging in fraudulent sales practices, in violation of Section 10(b) of the Exchangé
Act and Rule 10b-S thereunder, and NASD Rules 21 10 and 2120, failure to comply with
SEC penny stock disclosure rules, in violation of Exchange Act Rules 15g-2, 15g-3 and
15g-9 and NASD Rule 2110, and failure to provide truthful testimony, in violation of |
NASD Rules 8210 and 2110, These bars shall become effective immediately if this
Decision becomes the final disciplinary action of NASD )

SO ORDERED.

S fo o

Sdré Nelson Bloom
Hearing Officer

Dated: September 14, 2006

Copies to:

Anthony Johnson (via certified and first-class mail)

Laurie A. Doherty, Esq. (vig electronic and first-class mail)

Jeffrey K. Stith, Esq. (via electronic and first-class mail)
Ralph D. Mastin, Esq. (via electronic and first-class mail)

12
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NASD
OFFICE OF HEARING OFYICERS
Department of Market Regulation
. Complaini
Dmmplimy?rooeedmsﬂo CM8040165
v. Bearing Officer
Park Capite} Sacutities, LLC, (8/D No.
104206),

- Aunthany ], Orisndo, Jr. (CRD No. 249’}838),
Philip A. Orlando (CRD No. 2839212),
Craig Dixson (CRD No. 3064467),

Ass Proudian (CRD No. 2485729),
David Sanducci (CRD No. 2370405),
Brisn Festherstonc (CRD No. 3084463),
Phillip Blackwell (CRD No, 4313779),
‘Anthorty J. Johasen (CRD No. 2511827),
Gy I. Fearrara (CRD No. 249681 5),
Jason Wilkde (CRD No. 2787538), -
Stephen M. Magee (CRD No. 2469731)
and Blake Shansphy (CRD No. 3002887),

Respondents.

' COMPLAINT
_ Upom information snd belief, Comphinant, the Departoent of Market Regulation, alleges -
as follmwn: '
Summary
1.  Beginning in of sbout Apri) 2002 and contimuing through February 2003, the
nmmmpdumammmmbmmmmmom&summmm
of Condia Carporation (“Cordia™ to customers of Park Capital Securities LLC (“Pack Capital” or
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“Park™) through (1) manipulation and (2) the use high-pressure sales practices, baseless price |
projections, unsisthorized trades, and mirmeprosentations and optissions of material facts.

2.  Aspartof the menipulation scheme, Respondents Park Capits], Anthany J, Orlando,
Jr. and Philip A. Orlandn, acting together and with others, including Craig Dixson and Ara Proudiam,
. manipulated Cordia’s share price by piacing Emall buy arders tn the micket to bid up its price and by
placing matched buy and sale orders in tho murket. Pask Capital m_liup.mizm.m
Capital Fingnclal Group, profited from the manipulation by selling Cardis shares % Park Capital's
customcrs st sxtificially inflated prices. In addition, Park Capital executed Cordis sales for certain
fivored custamers, who, in furn, shared their proceeds with Park Capital Financial Group. Asa
umtormmmnmmmw Amhony 3. Mn Phillip A. Orlando, Craig
MMMmeowmmmmmofﬁcfduﬂmﬁumm
in Section 10(5) of the Securitios Exchange Act of 1934 ("Exchunge Act”) and Rule 10b-5
thersunder snd NASD Conduct Rules 2110 and 2120, _

3. Tocamy out its scheme to sell Cordia shores 10 jts customers, Park Cupital employed
two groupe of salesmen, the Oriando Group, hessiod by Antbony J. Orlendo, Jr., wnd the Johmson
(hwp,hudedhy&ndmnyl’ Iohunn. Euhmlhggo@mphydcmt,!mbmw
wmmwmm.,mdmmmnnmgcmummmm
responsibility to their customers for their misconduct related to Cordis. These techniques included,
mMMWMMMWMMMwM&d
m;wmmmmwmmm Aumltcfthnoondm,
mbmomeomqo&oup(mmlmmummmmnwm
Brisn Featherstone), and the Johnson Group (Anthony J. Jobnson, Gary Ferrars, Jason Wilde,
mm.mpmnhhsmw)mwm antifracd provisions of Section 10(b) of the
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Exchangs Act, SEC Ruls 10b-5 and NASD Conduct Rules 2110 and 2120, as well as the SEC"s
permmy stock rules issued pursusst to Section 15(g) of the Exchange Act o

4. Inaditios, Perk Capital, Authony J. Orlando, Jr, snd Philip A. Orlando, together
and with otbers, engaged in an unregistered distribution of Cordia securites by solling sheres of |
Condia without & valid registration statcmont in offbct amd without an exenption cotrary fo Secticn
5oftha&mnlﬁmAuotl?nmdinviolqﬁmofNASDCoﬁmknlq2110.

S.  Pinally, Respondras Pavid Sanduoci and Anthony J. Jobnson provided false and
suislending sworn testimony in connection the Departnent's investigation of Park Capital, in
violation of NASD Procedural Rule 8210 and Conchuct Rule 2110,

| Respondents |

6. Puk Capital, st all mes relovent to his Complaint, was 1 broker-desler with it
principal office in New York City, New York, and was registred a1 s member o NASD. On
Jemury 15, 2004, Park Capital fled & Forra BDW with NASD, requesting withdrawal of s
rogistration. Ou March 1, 2004, the fim’s NASD rogistration was cancelled for fhikars t pey foes.
Pazk Capital, boweve, remains sabject to NASD's jurisdiction pursusnt to Article IV, Section 6 of
NASD By-Laws. ' o

7. AMJ Orlando, Jr., Jr. (“Tony Otlando™ or"l‘nny")apmmedmemuu
industry In 1993 as an unregistered sales traince at Smith Barney, Sheirsam, Inc. Tn August 1994,
Tony Orlando pamed tio Series 7 exsmination and bocame employed as ¢ registered represetative
at Nichols, Safine, Lerner & Co., Inc. Betwoen 1994 and 2000, Tony Orlando was employsd a5 s
registered representative at several difforant NASD firms including R.D. Whita & Co,, Inc.,
Bluestone Capital Partners, L.P., (a.Jca. Whale Securitios) Geneva Cspital Corp. and The Concord
Equity Group, LLC. mmloMamumCapiMPmLI..Tonyormbm
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registered as 2 genersl secwrities principal. Tn June of 2000, he bocame associated with Park Capital
and, &t 21l times relovant to this Complaint, served as the firm’s Chief Operating Officer, Executive
Vice President and &5 2 gengral securities principal |

8. At all relevant times, Tony Orlando lhownasm—ormmomofrukw
Finxneia) Group “Park Finmneial Group™), the parent vompany of the broker-dealer. On January 15,
2004, Park Capital filed & Form U-5, Uniform Termination Notice for Sacurities Industry
RemmmmﬂmAnﬂwnyQitndn’nfuumum&mPutcm Tmm
reasains subject to NASD jurisdietion pursuant to Atticle V, Section 4 of NASD By-Law.

S, Philip A rixndo (Pl Orkendo™) age 38, bogan bis caroer i tho securities industry
i 1995 aa an umregistered salcs trainoe at Nichols, Sufina, Leuner & Co., Inc. Tn Jasuary 1997, be
mmsmvmwmwemmuummwuwgm,
White & Co, Ine. Thareater, he was exployed a1 Blusstons Capital Partners, L. P., Geneva Capital
Corp. and The Cocard Equities Group, LLC, Duriog his employment at Binestops Capel
rmu,mo:mmwmmmmw In 2000, Phil
Orlaedo joined Park Capital, At ll times relovant to the coraplaine, he served ax Pack Capital's
Clief Executlve Offiocs, Preaident and as a genzral securities principal. At all relevant times, Phil
Oclando lso was  50% or mare owner of Park Finkncial Group, Park Capital’s parent company.
On Juzmary 15, 2004, Park Capital filed Form U-5, Uniform Terminstion Notice for Securities
" Inustry Registration, reflesting Phil Orlando’s fill termination fop: Park Capital Securities. Phil
Oriando remsins subject to NASD jurisdiction purssant to Asticle V, Section 4 0f NASD By-Laws.

10.  Craig Dixson (“Dixson™), age 31, wes first amployed in the securitios industry in
1997 at Bluestone Cepital Partners, L.P, whare he was registared as & general securities |
representative and general socurities principal mmmwm:,nm:map&g;cﬁmﬂ. |
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 grmenl securities principal. Price 1o joining Park Capital as the firn’s operstions principal, Dixson
| wnﬁu@ammﬁumﬂumﬁmmmmmmrﬂim
Securities, LLC. Dixson loft Park Capital in Apel 2003 and is currently registered as & general
secwrities reprosentative and principal with wn NASD member firm. Dnmur@jecthASD
jurisdiction pursuant to Atticle V, Section 4 of NASD By-Laws.

- 11 Anhwdlan(?mdim‘).agcﬁ.hnbmnmzuvdmthemnmdmm
1954 when be obiained bis generel securitios representative Ticense while eenployed at Alegander,
Woscott & Co., Inc. Prowdisn served as President of Alexander Wescott while enployed there,
Afler leaving Alexander Wescott in 2000, Proudian joined Stone Harbor Finsncial Services, LLC,
where he was regisiored a3 a Series 55 oquity trader and gencral securities principal. In July 2002,
Provdian joined Park Capitel as 2 Series 55 registared equity trader and gencral sevurities principal.
Proudian Jeft Park Capital in Japuary 2004. Proudian is currently regiatered with Clayton, Dunning
& Company, 1c. 48 an equity trader and gensral sscurition principal. Proudien is subject o NASD
jarisdiction pursuant 1o Article V, Section 4 of NASD Hy-Lawa. *' _

1. David Sanducol, (“Sandooc) ago 33, caterce o securitis industry in 1993 ana
general securitios ropreventative st Chatfield Doan & Co., In. Betwaen 1994 and 2000, Ssaducci
was cployed o s regivtered representative at seven different broker-dealers. He was firmt |
rogistored as 5 ganeal securitics prinoipal in 2000 &1 Concond Equity Group, LLC. I Jemery 2001,
be joined Park Capitsl s w geners) securiies pincipal and options principel. In Jemury 2004, he’
Jeft Park Cagital for Clayton, Dunning & Company where he is cumently registered ss a general
securities principal. Whmﬁmmmbjuﬁnﬁc&oﬁmmmmlev.Mmuf
NASD By-Laws, ' | -
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13. PﬁlﬁpBMC‘thtwdl’),mZ?.ﬁ:ﬂbocmzﬁmMuamﬁniﬁu )
" representative in December 2000 while cmployed st Concord Equity Group, LLC. In Jammary 2001,
WjM?ﬂMﬂlMMﬂmﬂmeww
2002, SMWP&W.MMMMWMmyﬁASDmm
Blackwell remains subject to NASD juriadiction pursuant @ Asticle V, Section 4 of NASD By-
Laws. .

14, Drisn Postherstone (“Featherstons"), aga 32, entercd the secucities incustry in 1995 as
on vnregistered empinyos at Nicholas, Safine, Lerner & Co., Ino. Betwoen 1996 dnd 1999,
I-‘Mowmloyadinmmginmdmpadtynm White & C., Inc. and Bluestons .
Capita] Paxtners, L.P. hsmlm.rmbmmmdsas«mﬁzwporm
securities limited representative at Geneva Capital Corporation, hlmwyzwl,!'athm
. MMC@anmmﬁaﬁnﬁum Foatherstone left Park Capital in
Imzmmn'mww;lmm&uwwumm. |
Dunning & Company. Featherstons is subject to NASD jurisdieticn ptrsuant to Article V, Soction 4
of NASD By-Laws | N

15.  Aathony J. Jobsoavn (“Jobuson”), age 34, began hin employment in the decurities
imchnstry in 1994 a0 an unregistered employee of Smith Bamsy. f October 1994, be first became
tegistered ar s pencral securitics reprossative st A.S. Goldman & Co,, Inc. Since tt time,
Tohinwon hus been registared at 10 gifferont brokerago fimms including Meyera Pollock Robbins, Ioc,
The Botton Group, RAS Securities Corpaeation, Tatin & Company, Inc., and Horblower & Weeks,
Inc. InMay 2001, Johnson was hired es & registered representative at Park Capital and remained
there unil bis termination in March 2003. johnmiacnmﬂydnployeduaw
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represcatative st OGF Securities, LLC. Johnson is subject to NASD jurisdiction ptirsuznt to Article
V, Section 4 of NASD By-Laws

16.  Jason Wilde (“Wilde™), oge 27, entered the socurities industry in 1996 when he was
employed in a non-régistered position at RAS Secuﬁﬁnw mmwbwlm,hew
Wuamm&ﬂmmﬂmuﬁm&mﬁnm In Augnat 1998, be joined
Harublower & Weeks, Iuc. as a general scowitics repressntative. In May 2001, Wilde becams
-wmwmnvnc@mmmmmmﬂm@hzm After
mmwwawmmmuammnmmmm
approximately four ponths, Wilds has not beea enployed in the seouritic industry since leaving
CGF Securities LLC in July 2003, Wikde remains wbjectmmjurkdicﬁonpurmmmﬁde
V, Section 4 of NASD By-Laws. |

17. - Gary Fermara (“Ferrara”), age 35, entered the securities industry in 1994 when ho was
cnployed aa s general sccurites representative at A.S. Gokdman & O, Inc, Sineo that time, Ferrara
hae worked st seven broker-dealers, inchuding KAS Socurities Corporution, Tusiu & Company, Inc.,
and Horpblower & Weelm, Tuc. mMuyiwi,ijothukCapiuluagu;t;lmﬁﬁn
reprosentative and remained thers until leaving for CGF Securities, LLC in March 2003. Feerara loft
* CGF Secrritios ome momth bter in April 2003, and has not been registered with an NASD member
mmmune Ferrura remuins snbject to NASD jurisdiction pursuant to Article V, Section 4 of
'NASD By-Laws. | |

18.  Stephen M. Magee (“Magee’), sge 34, was first enployod in the securities industry in
Feoruary 1994 st A3, Goldmen & Co., Inc. where he worked 45 an unlicensed broker-traines. I
w:muﬁmn&um.mmmmmvmmww
88 8 general sccusities representative, Magee remained at Tasin for approximately one yoar before
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moving to Homblower & Weeks, Inc. where he worked as a registered represeatative. .I_IIM-I}'.ZWI,.
Mmjmpnkcmmwﬁmhemwmmmiﬁaméﬁwm
general securities principel. Magec left Park Capital in May 2002 for Domestic Securities, Inc.,
wﬁgehwndﬂduagmﬂmuﬂuwmc,mmdmgsﬁhﬁ@m
timough February 2003, Mugos is not curently registerod with any NASD member, Magnmm
mbjmmmsmmmmmmv,mMufmnayw'

19, makeShmhy(“Shmth’)aseE ﬁmbmngmeduammuu
mpruemﬂvein 1997 with Tasin & Co. In August 1998, be moved 1o Hornblower & Weeks where
he wes employed as n regisiered representative. Shanaphy joined Park Capital in Muy 2001 2s 4 .
rogistered ropresentative and remsined thers until May 2002, when be loft Park Capital for Delta
AManmuﬂCompany hlmzmwmmmﬁﬂu#&%thlm'ma
. mcﬂmmiﬁumeuﬁummﬂymﬁMMﬁboﬂ:mmumm -
Compmyuﬁamx&Yak.hcu AsmmhynmhjeawNAsancdmmw
Atticle V, Section 4 of NASD By-Laws.

The Mapipalsticn »

20. maamumr,zmr@yomasmupﬁmﬁum-m
ofmﬁm.mmumnufmm Al Mineila and his brother Keith Minclla,
both of wixom had been barred from the securities industry for stock manipulation, hed ésquired
control of Cordia previously s a result of the campeny’s merger with & publicty-traded shell

31.  Asthotime of the March 2002 meeting, Cordia was in the insurance clsim recovery
business, L.e., the company tracked overpayments by insurance companies and recovered ther, o &
' contingency basis, from recipients. Cordia, Bowever, was losing money, ad thx: company was op
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thavugcofhumhhsMMoamhuofbuﬁm-buﬁngu!cphmmﬁu&omblm
mimpmﬁduimdmlﬁnﬁhmntﬁlmmm o

- 22, mmmmzmmnwh;memwﬁngmmymomdmm
ﬂuﬁﬁl@,ﬂ@@mofﬁwﬁamWholmw#ﬁwmme
nawe of Greg Small. GresSmﬂhuwnndmtforCmdilmdaﬁiMdTmym.

Park Capital Begins Its Pattern of Piacing Manipulative Buys Orders ints (he Market st
Increasing Prices, Followed by Block Cross-Trades to its Castomers

23 On Agril 1, 2002, Pack apltal placed it fist ardar for Cordia by nering two
small, sgency buy orders into the market, As shown in the chert in Exhibit A, e first order was
exocuted et $1.50 per share, the gacand at $1.75 per sharc. Tharcafter, Grog Small’s ascount at Park
sold Bﬂmmauufcﬂ_uiut $1.75 por share. The eutire binck of 84.000 was sold to Park's
customers in agency croes transactions. AﬂoflhcacwmbuyingﬂleCad'ﬂat'ockIw«cMul.
of the Orlando Group. Two days later, on April 3, Small s01d the recnaining 16,000 Cordia sbareg in
his account at $1.51 a thare. Mﬂofﬁmﬁhﬁghﬁmm&m .
customers. Like the block trade of April 1, the 16,000 share cross-trade was preosded earfier that
day by two macket by orders from Pack. o

24.  This manipulative patiern of placing buy oedars at increasing prices info the markes,
followed by large biock cross-trades to Park customers was repeated on, amony other days, May 29,
June 19, and July 30, 2002. For exampie, a8 shown fn Exhibit A, on May 29, 2002, Park placed
approxisustely 13 buy arders to the slceet at incroasing prioss betwsen $.99 and $1.50 betwoen 1:00
p,m.andI:JSp.m..ﬁﬂhwgdtwomhmhwhythcsaleofaw‘oflmmmwmg
Small aod A) Minella (ibrough Geiles & Caq., a company controfled by Al Minells). Park crossed
muemom‘dﬂlwofhmuﬂomﬂmw -
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25, Likewise, on June 19, 2002, Park placed 2 series of ten buy orders in six minutes isto
the market ot increasing prices from $6.00 to $7.00. Seven minutes later, Park crossed 30,000
Contia shares st the intradsy high of §7.00 between Fraak Vitarelli {“Vitarelli”) and 16 PRk
customers of the Orlando Group. Vitarelll is the brother-in-Jaw o;bévid Sapducci, Tany Orlando’s
parmer st Puk and a member of tho Orendo Grovp. Viterslli purchused the 30,000 shixres just cne
day bafore ot $2.10 per share in an umreported crosa trade with Al Minella {through Geiles & Co.).
mmmwrut'-mmasfim.vmm"morapqﬁmofmwmw |
highly profitable sales of Condia to Park Finsncial Grovp.

26.  Pack Capital, Phil Octando, Twyo:mmnmdsmmmm
Vitarelli transactions. Park Capital and the Orlandos arrnged similar trenssctions with other
mmmmmmamzmm:mzm.

27. Thzmmiwhﬁwmmdﬁmmndiﬂﬂfmlmﬁ,l@whma
pa'iodofwminutos.MFMHGWMWﬂ'!MW,mmmOMof
mmmmmdkwﬂywruk&pw%ommnmh‘wfmmmm
Capital entarsd  berits of progressively higher bmy nrders into the market f prices ranging between
$5.25 and $6.80. See Exhibit A. '

28 mnymmnzmmrmmcmpnumzsmpmmM
irades to customers in Ioss thas 20 minutes aBer eatering 13 small-lot buy osdars et increasing prices
. botwoen $4.50 nd $6.50, Ses Exhibit A Pack Finaucial Group seceived proceeds of over $350,000
from the Cordia sales on June 28th and Fuly 30th. .

29. By comparison, with the exception of a few favored customers, most, if not al),
WWMMMMMMMummmofmgsmmm
(Geifes & Co.) and Park Financast Group, suffered losses on thelr tveatmenis ia Curdls.

10
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 Cralg Dixson Placed the Market Buy Orders and Crossed the Cordia Stock to Customers
" 30, From November 2001 through July 2002, Cruig Dixson wes Park’s operstions
* peocipal in charge of entring order into Park's clearing fiem system for exocuticn

31. At Tony Orlando’s instruction, Dixson entersd the mamipulative market buy onders
described shove into Park's clesring firm sysbem for casoution. Tle also instructed the clearing firm
onhcwmmmmemmmmcmmswmmuma
Whidhthey wwotobooromed. |

3. Mﬂmmmmmmofmmdmm
with Cordia, including the acoounts of Grag Small, Geiles & Co. (s compaxty controlled by AJ
‘Minclla), ELEC Corporation, and others. ' | _

33. thmre,onat!mttwooemons.mxmmtvadamhﬁummum
‘mmwmwm.ubﬁngmmmmcmmemw-
mmm%mﬁdmmkmmwwmmuwmmﬁ
the Orlandos to facilitate the sale of Cordia shares to Park Capitsl‘s customers.

The Manipuistion Is Temporarily Interrupted '

34, mmm,mpnwmmmmmamﬂm‘mm
' 'Mng%.f%&&nmd?ﬂ’um@mﬂdmmwﬂm
inte; his acoount &t Pack Capital. One of forged certificates was sald, end most of the proceads were
- wired out of the customer accout.’ Mcmldmngﬁm,Dun,Wrepnymntmthc
humdmﬁnmdmuﬁmthaﬁmtmnm:matmmmﬂﬂm

' The fixped certificates appeer to be anrelated 1o the Cordie schetoc. -

I
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Dain’s July 31* Deadline Culminates n the Manipnlative Croas Trades of July 30° wnd

" . Triggers 4 Flood of Unuatharized Trades in Customar Accouats

35.  Onorabout July 23, 2002, Phil Orlando asked Dain for time to come up with & plan

to ropay its debt. The next day, July 24, memmmmmcc:di;mobmzsooom
of Cordis and deposited them into the Park Financial Group account. OnJuIySOﬂl,Dmmad
Pn:kﬂmnwouldnn-oﬂ‘hﬁmssbllhybdouadumAugnstlnlfﬂJnﬁzbtwunotmlved.
mmdly,Pukmldlﬂﬁ,OOOofiuahmtoP&kmiﬁmmdudSﬁ.SO,nf!«
mmwuwmmmwmummum Ser:hibnA. The
ummgofﬂwmptmduleofthmshnumkuchummdtapmwuminm
mtomcupmth&zcahwpaymm.

36 Dmsluysl‘dudhmmmunmyofmuwmmmywm

OﬂmdoGswpdeum&wp.qutCmmmmuendmawmthﬂnmﬁrDm
| which culminatod ia, emong othir things, a ficod of unsnthorized trading an July 30%,

37. hﬂud.mmofﬁccuﬂmuhyudmm‘mlym“tﬁﬂﬁwvy
the onstomers or “overbays.” Tony Orlando instrocted Park Cpital salesmen that they bad to “take”
sharvs of Cordin into their customer accounts, Tnthemumﬂ:ngnkxnmmldﬁotmyinu
wmwmhmrwmlyw*mwoﬁmmm After
plaging buy orders in the accounts, without customer authorization, Tony instracted Park Capital’s
salesmien to call customers and convince them to buy the stock, clsimung that that he would revesse
the trades if the customess objected. _

38.  Asaresult, meny customers complained to Pak Capital that Cordia shares had beon
pmdmmwmmﬂm Few,ifmy.oftbﬁecmﬁmm’tunaﬁomm
revapeed of cotrected. Mawhcunmwmhinummwmodor-impwimd

12



L e I L L B W T M 19/25

39.  Daip terminated Park Capitsl’s clearing agreement on or 2bout Scptember 6, 2002.
Froun that date through approximasely October 11, 2002 Park had po clearing firm and 0o bty to
execute its trades.

PlrknaginsTrndlngCordinAglhnmgh WexfordClamngCorporaﬂonmm
Proadian at the Order Entry Desk

40.  Proudim joined Park as “head trader” in July 2002. mmwm&nﬁrm
2 8 Sexice 55 oquity trader snd t2 8 geperal seciritics principal. By the beginning of October 2002;
Proudisn had assumed regponsibility for order entry at the firm. '
41, Tnor showt early October 2002, Pork convinced Wexford Clearing Cotporation
- C‘Wm.ﬁli;')_toclalriundu.Mmumwclmm_mmcﬂmbwam
 croms trades in Cortia again, now with Ars Proudias, raher then Craig Dixson, sntaring the ovders,
| 4. Wmﬁgdowbﬁ&Twymmememofm
Cordi stock between enstomer sccounts; During the months ofcumba-mémvmbamm
vast majority of Pazk's trades in Cordia were eross-raries botwosn its own customets, with caly 8
fow amall sell orders to the Street.
a3. mmmm:mmcmmmommmmw'm
 avery profitable deal: The opportunity o buy Cordia st the discount prive of $1.50, These shares
“weze purchased from ELEC Corporation, another publicly-traded corporation connecied to Al |
Mmﬂmﬂdmﬁc!ﬂ%ﬂmammﬂmumwmyawsi
| more per share. Mmmmmummmmmmﬁmmm
by “loaning” Park & porticn of ihe proceods Som theso kighly profitable sales. All of these
Uaisections wete coordinated 30d crosssd betwean customer scoounts by Ara Proudian.

13
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44,  Bymid-November, Wexford became suspicious of the Cordia cross trades and puta
 freezs on fhe ELEC Corporation sccount. BylaQNomw,Wummmmmm«
patchases in Cordia for Park Capital.
Undeterred, Park Shifts the Scheme to Carifn Equities ’

45, Toqumﬁsumgbmmcudm,onNawmbun,m Pk signed
an “Tsiroducing Brokess Agroccnt” with Castin Equities (“Carfin™), o ensble Park to contimue to
bray Cordia for it customers through Carkin, Under the agreemment, Park was to isrsduce
“inatitiomal” upd aocredited imvestors t Cacfn to open socounts: The onstomer accounts at Carlin
mmbeddmed“hommmmm

4. OulnnmdPukCapmlmmisledmbdmthtbydepm
mmfo:mbwmel’utwuchangingdwingﬁmn. In reality, Park was not changing clearing
fims gnd contimued to lear its trades through Wexford. These customers were not informed, or did
not realize, that the documents they were boing askod to sign by Park were, in Bact, suithorizations to
open Profossional Trading Accounts at Cartin Bquities. -

47. An?mﬂ!muﬂhnolepmwhophudnrdmmfhnmwmuwup-
. mmuwnﬂmmmm»muormmmmbypm
" telgphone oxders to the truding desk at Carlin, heachmmahedhmdcmhmmmﬁa
-mwmmmurnwm«mmucn

Ignaring Warning From Park’s Compliance Officer, Proudian Sells 55,000 Restricted
Shares of Cardln by Entering Matched Buy and Seil Orders tato the Market

48,  Ou Imuary9, 2003, Park Capital's complisnce officar, Robert Delaplin, advised
Proudien that 60,000 shares of Candia held in 8 customer account at Park Capita] were “restricted ™
Notwithstanding this notice that the ahares were restricted and therefore, bad to be sold in

14
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mﬁmwimsncnnle144,rmnm,nmcmiantmdmmmmemgkuéonu
58,350 of the 60,000 shares of Cordia from the customex’s secount at Park.

4. Thirteen minutes later, Prowdian called Carlin and placed six customer buy orders 1o
purchase an ientical mmber of shares of Cordia (58,350). '

0. ‘The following morning, Park’s Capital’s compliance oﬁor,;ﬂlnl‘ﬁrgmf’a-mﬂ‘
10 Proudian anud 1o the Orlandos. Tho o-mail warned Proudian that the 58,350 sale by Park Capital |
and the 58,350 buy st Carlin appeared to be “orchicstrated” apd “pre-aranged.” The o-mail Surther
warned Proodian that pre-arranged salea under Rulo 144 wero not permitted. Proudian, who had
placed bofh sides of the matched onder ixto the market, ignored the e-mail, took no steps to
investigate, and continued tu work with the Orlandos % executo sales in Condin.

The Fraudulent Sales Campaign

5. nmmmmm”mmummmm&mwwrmy
mmmmexmmmbymomm. Euhmambmm
Wmmmlemw:mWodﬂm&M
members of the group, aul ficiding cails end complaints for each other. Pmnty.ﬁcmu-of-
record” astigned to a customer, had little or no commmnication with the customsr. Instead, after
opening & pew acoount, the junjor member of the group that wia formalily sstigned to the sceoumt
typically “handed-off” tho acedunt (without adequate disclosure to the cuatomer) to the group leader
(mrmmmmemmmmmqudwmm
convince the customer to buy Coedin. | |

52 Bydesign, the shating of accouts in this fashion served ko confuse customers and

obscure lishility for individual group members. Mambership in the group ensbied each member to

13
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mm&mdwmarcummnwhhummmﬂi&mw’bﬂmwdmhmmg
anymmondudoomn;mﬂwmuntsmignedbmm.

53.  Aspart of the scheme, both the Orlando Grotp metbers and the Jobnson Group
mwmwmﬁwﬁmmmbhmumuww
dim'aluof(l’ordil. MmmtymwmmmmunEpﬁu. They
Wmmmuwmgmwwmmmgmmmm
the Cuptomer suthorized o inxisting thet the customer pay for an unsuthorized trade before selling
the stook. | |

54.  Neither group disclosad Cordia's poor finsncial condition or the speculative nature of
tlse Compary 28 &0 investment. Nons of the group members had 2 reasonsble basis to tecommend
Cordia to any customex, regurdiess of the customer’s sophistication or financial statos, becauae none
dmmmmmmmmmampmmmm |
anyone. ' k

The Oriando Gronp ' ' , ‘

55.  The Orlando Group cuasisted of Tony Orlando, the group's lesder, Dmd Sanducci,
rcnylpnu wmmmmnwmmrmm Ewhm«nbc
whmm:mwwwmmwmmmw
mgaging in other misconduct. ha@mmhmmbﬂhoﬁnﬁywmﬂnﬂypmvﬂd
dewmmdhmmwmmam-mﬁmﬂrMh
furthersnce of the acheme, |

16
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Examples of Praudulent Sales Practices by Members of the Orlando Group
TonyQriesde

56.  For example, Toty Orlando solicited am 84 year-old retiree (customer S), in July
2002, to purchase Cordia. ’!‘hemtomer,howm.reﬁuedTony'.sloﬂbrto buy ths nock. Shortly
thercatter, the customer received a confimation statemant fir (i purchase of 2,500 shares Cordia
shares at 36,50 on Juty 30, 2002. Whm&omqu;uﬁmdtommmmhny
Ortanys guasanted e onstomer that within 30 days Condia would be listed on the American Stock
Exchange. By sn deing, Tony Orlando convinced the customer to scad in money to pay for the
uasuthorized purchase. mmmﬁnlmmsﬂumwﬁl’smﬁmﬂ
status o the customer-or aay other risks associagod with tho iovestment. Nor did he diacloss that, st
tha time of the solicitation and purchase, o was not liotused i the state in which the customer

57. mm&cmh.TonyOﬂndouwubdmhaimméfmm
Al and May 2002 in the acoount of sn 80 year-old customer (customer WD), Thereafter, and
whﬂoﬂnmnmunmmuf:hepmiummmmmmam-haminhi;
sccount, Tony Orlando solicited him fo purchase 1,700 shares of Cordia ¢t $6.00 pes atare. Again,
" Oflsndo failed % discioes, emong otber tings, the risks asscinted with an investment in Cordia.
Ravid Sanducd .

58.  Duavid Senducei opened an account for his brother-in-[sw, Frank Vitarelli, in June
2002 for the purpose of baying Cordia. Immediately tpon the opening of the avcount, Smducci
ceused the Vitarelli account to purchese Cordia stock at the below-mytket, discounted price of $1.50
from an account controlled by Al Minclla. mmwingday.swmmiw
account 0 scl_l those same mmmwofhbothummadﬂ.mwshuu,mmminu

17
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one day profit of approximately $147,000 to the Vitarelli account. See Exhibit A. The following
' d.y,smmciu&mammsfmmmmmdmemmvmm'am
coount, The same day, Vitarellj wire-tranafurred epproximiataly hlf of the maney back to
MWhmmamofmmMmammmndby
Park Finsgrisl Group. o

© 59,  Sanducci knowingly or reckiesaly caused at least three of his own: oustotners
(customers RS, CE, MP), to porchaso shares et $7.00 per share in conncotion with the Vitirell
transaction. Sanducc] did vt diselnse to these customers that, gt the s time that thess customers
were buying Cordis at $7.00, Saduoei was salling his own brother-in-low’s stock at $7.00, and tha
he was recciving & portion of the profits from those sales. Nor did Sanducci offer these castormers
the seme opportumity to purchase the discounted stock at $1.50 per share. Wmmw.
 Sanducci cansed one of these customer who purchased Cordis &t $7.00in & cross transaction with
Vitaroll, to resell these same shares back o Vitarelll at §3.50. Thus, this customer acoount was
misused not 0ncs, but twice, to benefit Sanducl’s brother-fn-law and bimself.

60. hwmsmd,apmornwmemp’-mmem
mostMc&squwmmm. Sundueei advised the customer
umc.ﬁuma&mm'mmdmmnmmmh&mm
m@*mwu.mmmhammuwimhd"ﬁm
Cordia based on Park Capital’s research, wmmmmc&di'smmwmw
inmetobawemsmmdsubanﬂonwwbuﬁng"hmmm heodoing,
Senducc direotly participated in indusing this customer to puschase Cordia and substantially sssisted
otber merbers of his group in fheir offorts to sell Cordi to customers. Whan the custorner

18
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mmmnhmmsmwmmmommmmw |
responsible to the customer, |

- 6l WﬁwpanﬁdeonyOﬂmaomwﬁdimmamfmwm
qumew:ofmm"wimmmwmmmmmmmm
withmoﬁmwta:khsthewivityindmmts. Inmiumu,Swdumpmﬂd
Orlaudo o solicit Sanducoi’s customers 7o rosided in states n which Teny Orlando was not
registered. Sanducc fusther knowingly o reckleely failed to reapond 10, o investigate customes
clalms of misounduct in kis customer acconts, elximing, in scveral instances, that be was not
responsibia o the customes. .
Eailiv Blacigvell

6. Onznlyn,zooz,mmbn'hcxwdtuummmmmimﬁn..ungmmy
- cm:udﬁuﬁmofrmqm.mcmaw»hyssmmwu:dﬁm
on thet day. Thereafter, the customer received a confirmation notice that $21,000 of Cordia had
been parchased for his account oq the previous dsy, July 30, 2002, Bxbibit A. Th varathorized
purchase was never reversed, despite several complaiats b the custome. T fact, seversl dayn fatr,
Blackwell attcmpted to persusde the customer to buy more Cordia. ‘

63.  In sncther exnple, sfier recciving his account statcment fur July of 2002, JL,a
customer of Riacicwell’s, noticed 2 purchase on July 30, 2002 of S00 shares of Condis. JL had never
heard of Cordia. When JL complained, Park Capital advised that it would be corrected. The
Briso Festhersione

6.  Brian Feathersinoe convinced customer HW, sge 75, to purchase Condia by
guaraptecing that he wouid not loss money on his investment. Featherstone also promised HW that

19
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if he purchased Cordia in his account at the prevailing $4.00 market price, he would be guarsztead to
el s shares &t the same price of higher in two of three months. Ho also promiscd HW that he
wonld be sble to purchase more Cordia shares at $1.50 per share. At the tima that Featherstone wes
mmw%mmwﬂmmomdommMm’umm
purchase of Cordia shares in bis account.

o The Johnson Croup .

65. Tboxohnm&unp.cmiﬁngoﬂpﬂmy;ommyrmlmwu@
sm'wmuﬁmmsmhy.uﬁvedumcqamaaminmymim
Homblower & Woeks. Jolmsoo convinced the four other members to join Patk Crpital and to work
together as & partnership, Buhmmbuof&ammammmm.aww
unwritten) partnership agrecment to share customers and commissions equally. Purstiant to the
mmmmmmmmmmmm@mof
which group membérs® name sppesred an the socount recands. o

66,  Each partner played a specislized roie within the group, Annmylohnoummc
" unquestionod teader of the group. He deteauined for the group whish stocks would be
recommended (w its customers. A&rmwemmtwomndhymofﬁejmﬁormofme_ -
group, Jahnson typically took aver the acoount and handled the “secondary” trading in the socount
Jolmson also handled any disputos that might arise with customers, such es failures to pay for
purchases or claims of unanthorized trades. As the designsted leader of the Group, Jobnson met
alone whb the Orlandos in closed-docr meetings. |

67. GnyFummduhm's'tookkm."MwﬁﬁnsupmﬁcMat
the direction of Jobmeon, for the secondsry trading in the account. Fervera also maled out customer
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confirmations, contaoted castomers for paymin, ind recorded cistomee trados and conmistions in
the group’s “Book.” . ' _'

68.  Thethree junior metnbers of the partnership, Stephen Magee, Blake Shanaphy and -
Jason Wilde, served as socount-cpenses for he group, opening new acoouat by recommending
relatively safe, on-volatile stocks. After the initial purchase, bowaver, thews acconint-opanem caded
control to Jobnson, who then contucted the custorners to recommend the purchase of other stocks
‘such as Conlis. - ‘ _

69. AmalmdmmmmﬁmMﬁmmwmmm
Mombers of the group, and ip particular, Johmmm;mbcofdwqaﬁwwmmdah‘bm
- thwart acoountability and to conceal their individuat roles in inducing customer purchasos of Cordia.

70. qumpk.mmmmopmdbymeﬁmupmmodmajoﬁn
Wmmmeyl% "Johnmnm:wkq:to&
mmmmwﬂnﬁm“waofhsmmunuwwmiwmn

71. Onulcmmmntwuopcnnd,mwmbmmdwukeptﬂ:ﬂidmﬁﬁegl
which of the five partners copmmunicatod with a customar or the content of such cammunications.
Likowise, 50 writiea rocond was kept identifying who among the five partners took ot placed the
ortzr. Nor were any resasds oforal or written customer oomaplaiuts mintained by the group. These
MMMmdch‘bumlymﬂoydbykhnmmdoMmmhmwmnﬁe‘
eumm'abﬂitywuekuarmmﬂuirmm.

T2.  Johmaon also opened corisin “favored” customer sccounts, inchuding cne for his
brother, RJ. Anthomy Johnson kept the detils of the sccovints nd the commissions generaisd by the
wmmmm Johnson opened the RT account and completed the new sccowmt
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fomms focit, Tn keeping with his design to keep his name off of the puper trai, howeves, he RJ
gocount was “assigned™ op paper to another member of his group. ' : |

73. mmmmmmmmﬁghlymﬁubhmwéwm
stock between the RJ acoousnt and other custovaers of the Geoup. Mou,itmu!.ofham;m
who 0ld Cordia shares in Gross-trades to the RJ sccovnt suffered loases an Cordis, whils the RY
account profited on the naar-immadiste rarn)e nf the same shares. |

74,  Although Jobnson solicited many of the Cordia purchasers, cach mernber of the
Immwhmmmmmpﬁpbywﬁmmym
Condis and by engaging in other misconduct. Hach member knowingly or recklearly provided
 substantial assistance to other mombers of the group cngaged in the sams or similar niisconduct, in
furtherance of the schema. L

Examples of Frauduleat Sales Practices by Members of the Johason Group
TS, Jmmmwn.unm-ogam-m»mu?wm

2,000 thures uf Cordia. ‘T dectined, instead requesting that Jotoson forward him inficmation 5
read bafore investing, ﬂmmmwln&mrqnuu&mlmwlm
recsived confimaion that 2,000 shares of Cordia had bocn purchased in his acoouat wilbout ki
suthorizstion. b addition, Johnson engaged in margin trading in TT's account without pezzission.

76.  Jobmson caused an mathorized purchase in Conia to be entered in tha acocunt of
customer JD) cn August 14, 2002. When ID cormplained in writing, Johnso,in keeping with bis
usual pattern of dental, olaimed he had no knowledge of the customear or transsotion. Johnson deried
any knowledge of the customer in spite of the fact that he had communicatad with the customer on
previons occasionn, his name and representative sumber appeaved on the customer’s soooant
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recotds, and e admitted mder oaththat s ancwriting sppeased om the ordar ticket documanting
the unsuthorized purchaze in the sccount. \ |

1. Iolnmmaddmﬁwmdﬁomivemmindu;ncmm&mﬁrm
mﬂmﬁmdpmnlunofmmmﬂnsmsdywhimmmﬁdude
conversations wilh the customer, mubdtorwpondtodnc;:mplmhhnmﬁdm
meﬂmmofmmﬂm _ _

78 mmmejwﬂmmmCmdmtomAMﬂ
guarsntbed a sales jrice of at least §7.00. When AM complained, Joluon used coercive tactics fo
convinoe the customer to wihudraw his coroplaint. tn addition, Jobnsos promsised to sk up the
. lossos in AM's aocount in connection with the withdrawal of the complaint. |

. melmmofhismhmmiuﬁbuﬁim
customens. To keep his name off of the paper trail, he used an e-mail accoust of snofher member of
his group to commrapicate with castomers. When questioned sbout such compundestions, Jobnson
proviad faise a0 misieading tstmony, donyiag, Yex aghln that o had sngaged fn mmy wuch
communloationa with the cugtomer, : _ '

80,  On August 12,2002, 2 total of 24 customers of the Joawon Group, including
" customers BB, MG, and EM, sold their stock in a block cross-trads to the account of Johnson's
‘rother, R, for §2.50 per share. Most, if not all of fhese customes, sold out al} of their Cordia
. shares in their acoounts st a low. At the same tim, Johtaon purchased these same shares into his
brother's account st $2.50. Two deys lter, Johason re-sold the cutire block of shares from RI's
sccount to another costomer of the Group st $5.00 a share, The tinring of the sell-cut of nearly all of
- the Group's Cordia customers on August 12, followed by the immediaie and very profitable resale
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by the RJ account, demopstrate that Johnson used these cusiomer accounts to benefit his brother’s
81, mwﬁm:mmmmmwnumssmm&cmiaw
five of the Group’s customera in a block cross-trads at $3.50. 'lmofMMpmm[BB,Mu, :
mﬂomwymmmm,numqrwmmmthmm Thése castoe
mthmfon.wmmd.mlm-,-bmmca,mbueﬁcq:nmwmwmamdﬁr-
tho interests of theec customers.
82.  Femrars cpamed s actotmt or custommer DR in mid-July 2002. DR was 8 69 yoar-old

" . retired mochamic with an annual incowme of less than $50,000. In Kooping with the group's method of

. openiog the scoount with « “saf* siock, Ferrar recommended the purchase of & bank stock, Astors
~ Financial. katnﬁukfwwummly%wowmmmepmchuofm;mk. Two
weeks lates, on July 30, 2002, withont his koowledge of conset, 1000 shates of Cordia were
parchased for the account at $6.50 (36,500). mmnwmsm.mmwnm&kﬁwwor_
M%MMMMuﬂfumﬁnmiym Thupmuc:ndsﬁanﬂn
sale of tha bwtk nck were used ta pay for the unsuthorized purchase of Cordia. ,memecm
shtares had alreadly becn purchased in the acooant o July 30th st $6.50 per sbare, Fervara told DR -
that Cordia's price woubd rise $0 $7.00 pec share apd that b would make moncy on the stock. This
', sxamplo of 15 unanthorized trade o July 30th followed by the broker's communication with the
custoesier to convinoe him t buy the stock, is contistent with the pattern of tradiig on Tely 30th
§3.  InJune 2002, Ferrars opensd an sooownt for customer JB by recommending the

purchase of Astoria Financial, the same bank stock recommended to customer DR above. On July
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26, 2002, Park Capital recorded a purchase on margin in JB's sccount of 850 shares of Cordia

" without JB's knowledge or consent. Thereafler, in August 2002, Perrars called IB and, for the ficst
time; recommenxded the purchase of Cordia, Ferrara did not disclose any negetive information o
him sbout the company. AMmeomdedCudithm.mwwwsmﬁm
However, an additional 800 shares were puachased instead. Again, this pattern of s wnonthozized
trade, followed by s call from the broker o convince the customes to parchase shares ia consistent
with the averall attern of illegal trading in customer accounts. In sddition, at the time Farure
recommended Cordia to JB, Ferrara had Hitle or no knowledge of the company and therefore, ho no
ressonsble basis upon which to make the recommnendation. i

84,  On at lemst two occasions in Apeil and May 2002, Farmara recommended the purchase
of Condia to customer DT, At the time ho made the recommmendation, Ferrara bad litle or no
knowadge of the company and had conducted no rosearch on it. Ferrars, therofore, had no
mﬂehﬂsmwﬁcbmmmmm.

85.  Jsson Wikdo recommended Cordia to cussemec BA with a short-temmn prios geojection
of $7.00-$8.00. A:ﬂuﬂm.nfﬂgmnduﬁon,cwiamndiuummn.sﬁ. AB mthorized
Wikle t buy $5,000 weeth of Condia, but instead $10,000 worth of Cordia was purchased n the
pceomnt. AR refused o send iu the extra $5,000 and Wilds liguidated part of his postfolio to pay for
the unsuthorized shares of Cordia. AR called Wilds seversl titmsg to complain sbout this
mmmumuﬁmwmw&mw&amcmumm
trade.

86.  Wilkie solicited customer WE to buy Cordia in July of 2002 by telling hita that he
could make & “quick profit™ and that Cordia would rise from $3.00 to $5.00 per share within a
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mouth. On July 17, 2002, WB agroed 1o purchase 50D shares of Cordis at $3.00 per abare. On July
] 25, 2002, those 500 shares were sold at $4.00. Five days Iater, however, 2,000 more shives were
purchased without WB's knowledge or consent at $6.10 per share, WS comiacted both Wilde snd
mmmmﬁnmmﬂﬂpmomﬁmbmmuﬁewnmnm MWMM
Yohuson reprosented themolves as principals of the Sm and refised o allow W fo epes 1 thois

. m‘ . . ’

Sizphen Mages:

§7.  Magse salicited customer RK urging him to fuvest before immrineit “great news” was
iagued by the Company. Magee aho predicted that Cordia would be trading between 38.00 or $9.00
pee shere within 3045 days and RK would make money on kis investasent with “almdet no fak”
After bis Cordia stock failed to reach Magoe's target price, RK complained to Magee o séveral
oecasions. Magee advised RK to wait “s itle Jonger” and predictad that Cordia woukd 800n be
trading a1 $10,00 per ahare. - - o

88. mmmum«mwwmwmh@m’sm
would reach $10 per share. . |

89.  Onorabout Jeausry 29, 2002, Shanaphy completed and signed & new sccount form
fixr customer LL that coptained nmnerous false statzmnents suggeeting that LI was a high net worth
indivicual with an interest in aggresaive growth and speculation. Por cxampls, the new account
Sorm completed by Shansghy listad LL's net worth e st least $4,000,000 s liquid assets of at lesst
isoo.ooo,wimmmuommzm The document sso indicated @at LL wanied o open &
wargin acconnt. By contrust, & tecond new account form, which was reviewed and signed by LL on
February 1, 2002, just two days Intes, painted a far different pickurs, ‘This account form steted a ot
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worth of only $100,000, and liuid assets of less than $100,000 with a tx bracket of only 16-28%.
'The new accousit form signed by the customer stated, contrary to the fomm completed by Shansphy,
that the customer wanted a cesh sccount, not & margin account, snd thet he was pat interested in
aggressive growth or speculation. Finally, the account fenu: sigoed by LL statod that hig initial
' purchiase was to be 100 sharcs of Golden Staze Bank, a stock that the Jobrison Group ofien used o
open sccounts. Bymthnmmmﬁmmdbywymwmimwpmhmof
'200 shares of Golden State. mmuwmmmmlyzmmomomm
to open the account, 200 shares were purchased. |

90. Ihuuﬂu.mMnyZZOO?,ZOOOMoICuﬂilmpwchuediniu'lm
without bis knowledge or suthorization, mummwmm,mwm&ummm
group had boughtthe stk fo i without seking, b skowiodod it vas a o
Shausphy however, filed 1o reverse the unsathorized purchase.
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FIRST CAUSE OF ACTION
MANIPULATION

Respondents Park Capitsl, Tany Orlando, Phil Oriapdo,
Crafg Dixson snd Ara Proudian

(Vioiations of Section 10(b) of the Exchange Act and Rule 10b-5,
and NASD Conduct Rules 2110 and 2120)

ot. mmpﬁmm&ﬁmmmm1wmmmm
moorporsted by reference. ' ' |

92.  From spproxiroately April 1, 2002 through st least Janusry 2003, Respondents Park
Capitsl, Tony Orlando, Phil Orlando, &dgmmmmmmmm;mm
mwmdmmmwwmﬁmmmmmhwdem
w&mmwhﬁmﬁly.mwmdywmﬂaﬂr(alwmmma
mﬁwmmm)mwmmmdmmmuwmmmmdm
Mmmﬁmmwmubmmamequwmﬁw
mmwmm«(c)mm&mmmwmmMm '
or would opercts 88 s fmud or deceit upon any person. . !

. ", WWP&WT@YMMMMD&M
and Ara Proudisin, acting together and with others, eogaged in 8 schame to defiaud by, smong other
ﬁﬁnmpuagofwmmmwcmmmmmmmdm
the conpany’s stock price, the emtering of matched buy and self orders fnto the market, sad the
mofmmmmmmmmnmapim. |

94. BymofﬁMMWPﬁMTmQﬂmﬂu.Hﬂ_
mmwsmmmdM'Hw&mWﬁwnﬂﬁmdmofﬂnmm
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mmmsmw@&mwmmw&smm,mmpm
 Rules 2110 and 2120. |

- 95, MmmmhofﬁmkupommeormMymduwm
, mmmwwmmmmmmmmﬂrmum

scheme, and each theratvre viobiead NASD Cumlwst Rule 2110,

SRCOND CAUSE OF ACTION
FRAUDULENT SALES PRACTICES
mxcwrwmummmnﬂu!mmm
Binckwell, ADhony J. Jobtson, Gary J. Ferrara, Juson Wilds |
K Stephen M. Magee and Blake Shanaphy 1

{Vlnhﬂou of Section 10(b) of the Exchunge Act snd Rule 105, |
and NARD Coaduet Rules 2110 and 2120) ‘

9. mMmmMMehwlm95mwes:ednd
incorporatad by reference.,

97. pmmmmmlmmmm:mm Respondents Park Capital,
Tmmmsmmrmmmnmm. Anthony J. Johm.ouy:
PmeW‘MqStepbmuMmemchhShnaphy,mmmmmwchqu
uﬁdmﬁﬁquﬂbyﬂnmofmwimmamﬂiﬂuofhmmde;iqbym
mall, directly or indirectly, knowingly or recklemly: (s) employed Gevices, schemes, o anifioes tp
defizud; (b) made warirue stutznmaits of nistorial facts or omissions to state material ficts pecessary in
ardat to make the statements mads, i the light of the circumstances under which they were mede,
mmﬂma(c)mdhmmwwmofmwhﬁhwmamﬂ
opﬂncuaﬂm«dmtnpmnym
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98.  Specifically, thesc Respondeats employed classic, botler-room teckmiques to induco '
customers to purchase Candia, to dissuade them from solling Cordia and to avoid responsibility to
their castomers for their misconduct related to Cordia. These tchniques included, smaong other
things, high-prassare sajes pitches, materis! misrepresentations and omissions of fact relating to
Conlis and unsuthorized transactions in custoroar suunls.

99. Dy reason of tho forogoing condust, msmbers of the Orlande Group (Toay Orlanda,
David Sanducci, Philip Blackwall sod Rrian Feathetone), and the Johnson Group (Anhony J. |
Jobnwos, Gacy Ferara, Jason Wilde, Stiaphen M. Magee and Blake Stansphy), actiog individually
and as members of their selling groups, participated in 2 scheeos t defrand customers by engaging
in an ogrogivius patiem of sale Grand abuises and by providing substantial assistance (9 other members
of the group cugaged in the same o similsr miscanduct in frtherance of the frandulent schare i
violation of Section 10(b) of the Exchange Act, SEC Rule 10b-5, and NASD Conduct Rules 2110
and 2120,

100. Furthermore, each of these Kespondents knowlingty or reckiessly provided subwiantisl
sssistunce: (o olber Respondents cogaged in the same or similar conduct, in firthormoo of tho
achems, and esch therefore violxiod NASD Conduct Rula 2110.
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THIRD CAUSE OF ACTION
. PENNY STOCK Y1OLATIONS .
Park Captal, Tony Orlando, David Sandnec), Brian Festhervtume, Phillip
Binckwell, Anthkony J. Johnson, Gary J. Ferrars, Jason Wilde,
Stephvn M. Magee and Blake Shanaphy

(Violations of Section 15(g) of the Exchange Act, SEC Rulos 15g-2 ,15g-3 and 15g-9
. and NASD CmﬂnctknleillO)

101, The allegations set firth above in parsgraphs 1 through 100 are realleged and
incorparated by reference. ' ' ;

102 Betwsen spproximately Apell 1, 2002 and Janoary 31, 2003, Respondenus Park
Capital, Asihony J. Orapds, Jr., r:,nﬁammmpm-.mapmm
Antbony J. Yohnson, Cery J. lemwnda,smphmm Mammnlakasmmy
Mmmmofcmmﬂmcmofthemmmwamm
udaﬂnﬂ!lmdufd!nlmmuahw.mmofruk%m

103.  In connection with taese recommendationa, the Respondents: |

. 'mmmmmmmmmiﬁ@m
document coptaining the informetion required by the penny stock rules;

. memmmwe&c&gmwmh
Cordis, 2 marually-sighed apd datad written statement acknowledging receipt of
such risk disclogure document;

> Fuiled to discloss to customers, either crally of in writing, prior to effecting
customer transactions in Cordia, the inside bid and offer quotations for Cordis and
filled 0 provide the same by writing st or prior to the time of any written

cnnﬁnmﬁmwummecum«punumwSBCRuthb-]b;and
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» Failed to keep and preserve records of such diselosures as required by the peany
104. By reason of the foregoing, Respondents Perk Cupital, Tony Orlando, David
s@m,mzmmmm;mxmmawwmsmmm&

Stephen M. Msgee and Bleke Shansphy violated Section 15(g) of the Exchunge Aut umt-Rules 15-
2, 158-3 ud 159 thereundor, and NASD Conduct Rule 2110,

FOURTE CAUSE OF ACTION
UNREGISTERED DISTRIBUTION OF SECURITIES '
Park Capital, Tony Orlando, Phil Orlando, Cralg Dixson sud Ara Proudias

(Violatians of NASD Conduet Rl 2110) |

105, The allegations oo forth above in peragrapha ! through 104 are re-alsged and

106, Between approaimetaly Apel 1, 2002 and Sasnary 31, 2005, Respondstt Park
Capial, Tony Orlsndo, Phil Orlando, and Cisig Dixson participated ix the sale of esticted sharee of
cmmbyumammngmm«ofcmwwaummdrﬁlm
without a regitrtion staexneat i effec or & vlid exempion therefrom. These esticted shares
mnﬁhm&mnﬁmmmm@«smswﬁwmmu
1933 Mﬁn—mmwmmlwvuullfymnmh 144’ saft harbor provisions relating to
the aslc of rostricted &ad ootrol securitiee. - .‘

© 107 Retwsen spproximately April 1, 2002 and January 31, 2003, Respondents Park
Capitsl; Tamy Orlando, Phil Orlando, and Craig Dixson participsted In the ssle of Condia soouritics
by Park Financisl Group, which were istued in violation of Section 5 of the Securities Act and not
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Whymépmmofsncrm $-8. Specifically, Form S-8 excludes “brokers, dealers and
persons who find investors™ ftom receiviog securities purtuant to Form S-8. Form 5-B also probibits.
issaance of secutities to consultants that gre not “natural persons.” A3 such, the sccarities issued to
mwmwmmmmnmmmmmeﬁdwu
valid registrativn statemcat nor were they coverod by the safo harber provisiona of SBC Rule 144.

108, Betooen October 1, 2002 snd Jamsary 31, 2003, Respandents Pack: Capital, Tony
Ortando, PhllOrhndomdAnh'oudunpuﬁupatﬂdinthenbofnmmd sccurities by ELEC .
Gzpml‘hmmmdmmwummpd.uhmmhmm&
ms&mmmmemwmmmm«mm;u

109, Bymmofthfonmkmdmm&piﬂ%wmmm
Craig Dixson and Ars Proudisn violated NASD Conduct Rule 2110.

| FIFTH CAUSE OF ACTION
FAILURE TO PROVIDE TRUTHFUL TESTIMONY
David Sandacel and Antbony J. Jokason .
(Vislations of NASD Canduct Rule 2410 and Procedwral Rule 8210)
R ) The allegations set forth sbove in paragraphs 1 through 109 are ro-allaged and
incorporated by reference.
111. On September 29 md 30, 2003, Sunducci appeared pursuant to NASD Rulo 8210 and
| provided swor testimony to NASD in connpction with thio motter. During that teetimony Sanducci
W%mmmymmmhuaWMMM.
Among other things, Sandncci falsely dexied any supervisory role at the firm,
112,  On Juns 24, 2003, Johnsen appewred pursuant to NASD Rule 8210 and provided
sworn testiznony to NASD in connection with this matter. During that testinony, Joknson provided
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falnmdformulendm;teumonymwumnghm ommmw:thwmwstm Among
'omummldnmﬁmydmadmemm&mmlmdm eommmcm with
customer AM.

113. Bymoﬂhoturemng, Regpondents smwmlwmﬁnmanun
Conduct Rule 2110 and Procedural Rule 8210,
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REQUEST FOR RELIEF
A.  Findings of fact and conclusions of law that Respondents committed the violations
charged and alloged hervin;
P.  Anorder imposing sstictions upon the Respondents in accerdance with NASD Rule
8310; ' .
C.  Anander roquiring Respondents to disgorge faily any and all ill-gotten gains and/or
maike full and complets restitution, togatber with interest; l
D. Mmmmmawwmumwmmwm
under the circumstancos in accordance with NASD Ruls 8330; and *
E. ‘Anuduim.pélingmyoﬂnﬁuin;mﬁou.
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Date: October 11, 2004 ﬁéh—
: X Cameron K. Punkhouser
Sepicr Vice President

Departmepl of Murkel Regulstion’

Richerd G. Wollace |
Yioe Presiden & Chief Counsel
Dwumofuﬁukssulm
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EXAIBIT A
Date | Time | Traosactionsin | Price | Source Proceeds | Group
Cordia To Piacing the
Ssllers Ordens
H1/02 | 8:19 amm. | Park buys 1000 shares | $1.50
4/1/02 | 824 a.m. | Park buys 3000 shares | $1.75 | HRZG
4102 02 paun. | 84,000 shure X-trade | ¥1.75 | Greg Small | 3147,000| Orlande
betwoen Grog Small . -~ Group
und Park casiviners
#3002 | 912 am. | Park buys 1000-shares | $1.51 | HRZG
A2 | 9:124m. | Pack bays 2000 shares | $1.55 | HRZG |
A8A2 | 1:29pm | 16,000 share X-trade | $1.55 | Greg Small | $24,000 | Orlando
| between Greg Small : - - Gromp
and Park costomers -
ANVIR | 2:25 pm. | Pack burys 4000 . | $1.45 [ NITE
41702 | 3:43 pan. | 122,000 share X-trade | $1.45 | Greg Small | 51769090 | Orlande
. between Greg Smai) ' © amd
and Park customers . Johnson
. — Groups
57702 | 3:31 pam. | Park buys 2500 shares | $.90 NITE ?
5/1/02 | 34Spm. | Park buys 2500 shares | 5.90 NITE
Sz 3:49 p.m. [ 90,000 share X-trade | $.90 | Greg Small | $81,000 | Johmson
between Greg Small Gronp
apd Park customers
. ' . Greg Small | 351,000 | Oriamdo .
59/02 | 2:55p.m. | Y0000 ehare X-trade | $.90 mé
betwesn Greg Small Johnson
and Park castomers __Growp |
£20/02 | 1:00 p.m. | Park buys 2500 shares | $. 99
5/25/02_| 1:00 pam. | Pask bays 1000 shares | 5. 99 NITE
| $730/02 | 3:46 p.m__| Pk hayn 500 shares | $1.20
572502 | 1:47pm. Puk 1000 shares | $1.33 NITE
37972 148 pgn. | Park buys 3000 shates _ Sy gee 51
572002 | 1:48pam. Mm $1.33 NITE
(S7902_ | 1':'56'g!m.' buays 500 sbares | $1.35 NITE
5/28/02__{ 1:51 p.m. | Park buys 500 shares 3% NITE
$729/02 [ 1:51pa. |ParkbuysS00shsres ($135 | ~ NIIE
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5/29/02 | 1:52 pm. | Perk buys 5000 chares | $1.45 NITRE
$729/02 ] 1:53 pm | Park buyn 1500 shaves | 51,50 NITR
§/20/02 | 1:53 pm. | Park buys 1500 shares | $1.50 NITE
5/29/02 | 1:53 p.m. ! Park buys 1500 shares | $1.50 NITE
§/29/02 | 1:55 p.m. | 118,000 share X-trade | $1.50 | Greg Small | 192,000 | Oriande
.| between Greg Sraall nd Johnson
. and Park costomers . Gronps
572002 | 1:35 p.m. | 50,000 share X-trade | $1.50 | Cellea & Co. | $75000 | Oriande
hetween Gellea & Co. (Al Minells) ad Johnsoa
and Park costomers Groups |
¢/1%02 ! 9:33am. | Park buys 1000 shares | $6.00 | . NITE
SNSZ | 999 wans L'Fnk Duys 500 sharcs | $6.00 NITE
6/19/02 | 9:35 am. | Pk buys SO0 shares | $6.50 NITR
6/15/07_| 936 a.m._| Pock buys 500 shares | $6.95 NITE
&19/02 |9:37am. | Pmk 500 shares | $6.95 NITE
6/1/02_ | 9:37 am. | Pask buys 500 shaves | $7.00 NITF.
/1902 | 9:37 am. | Park buys 1000 shares | $7.00 NITB
/1972 | 9:39am.| Park buys 1200 shaves | $7.00 NI1E .
61942 _19:39 am. | Park buys 300 shares | $7.00 NITE ’ ]
{61942 [9:39 am. | Park buys 300 shares | $7.00 NITB o §
/1502 | 9:46 a.m. | 38,000 shares X-trade | $7.00 | VitareR - | $210,000 | Orlando
between Frank : Growp
Vitarelli and Park i
Lustomers !
672802 | 2:58p.m. | Ptk 500 shares | $5.25 - NITE
62802 | 303 pm | Paskbuys 1500 ghares | 36.75 NITR :
62802 | 3:04 p.oa. | 10,000 share X-trade | $6.50 Park 565,000 | lohnson
between Park Financial - Groap
Fiaancial Group and Croup . . ‘
Park Capital :
customers
6/28/02 | 3:05 p.m. ( Park buys 500 sharcs | 36.80 NITE .
62802 |3:06 p.to. | Park buys 1000 sheres | $6.80 NITE
6/2802_| 3:07 pm. | Park buys 1500 shuares [ 36,80 | NITE.
672802 | 3:09 pan. | 20,000 share X-trade | $7.00 Purk | $5140,000 | fobnsow
between Park Piaancial - | Gromp
Financial Group and Group
Purk snstomess
173002 §2:56pm. Pﬂktmys 500 $4.50 NITE |
773002 ] 2:58 pam. | Park buys 500 $4.50 NITE
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730002 | 2:59 pan. [ Park buys 500 $5.00 NIIE

73002 | 3:00 p.1o. Mbuynsoo $5.00 *

730/02_ | 3:01 pmn. | Pak $5.50 NITE

73002 | 3:02pm. | Pack soo $5.50 _NITB

(775002 | 3:03 pam. | Park buys 500  §5.75 NITE

780/ _ | 3:04pm. | Puk 500 $5.75 NITE

7730/02_| 3:06 p.m. | Pk buys 1500 $5.75 NITE

300 13 08_2&_ 500 $6.00 RNITE

730/02_ | 3:10 pm. | Park buys 500 $6.00 ITE

73002 | 3:10pm. | Park buys 300 $6.00 NITB

73002 | 3:12pam. | Purk buye 1700 [$6.50 ~ NITE

730402 | 3115 pon | 25,000 share X-trade | 36.00 | Park $150,000 | Orlando

- | betwesa Park Flaaneinh

Fluanclyl Group and Group Johuson
Fark cosbumoers




