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NASD 
LETTER OF ACCEPTANCE, WAIVER AND CONSENT 

NO. EAF0400370005 

TO: Depaiunont of Enforcement 
NASD 

RE: C âigk JosephbcrfcResramm 
CRD No. 2709288 

Pursuant to Rule 9216 of me NASD Code of Prcc«hrrc» Craig L. Joscphberg snmnits mis 
Letter of Acceptance, Waiver and Consent ("AWC) for the jrarpose otptoporing A settlement of 
the alleged rale violation Trnŝ WC is subnnlted on 
nW, if accepted, NASD wiUr^ 
baaed on mo same fectual findings. 

Josephberg uuderatands mat; 

1. Submissionof mis AWC is voluntary and will not resolve this math? unless and 
until kbes teen reviewed a^ 
aT̂ Nan'ond Adjudicatory 
Disdplinary Arrahs CODA"), pursuant to NASD Rule 9216; 

2. If this AWC is net accer^ its s 
any of me allegations agani3tJoaerJmerg;and 

3. Ifaccepted: 

a. this AWC will become part cf Jĉ sephberg's remanent Qjactplmary record 
andrmybecorisiaeredinany roture actions brought by NASD or any 
other regulator agamstJoaepUerg; 

b. ails AWC will be made available mrongsh NASD's public olscJosnre 
pcogxamfatespoiisoto 
record; 

c NASDinaymateapubfoar̂  
the subject matter thereof m accordance wim NASD Rule 8310 and IM-
8310-2; and 

d. Joacrjhbergmaynrt 
public statement; fnnlndmg in regulatory filings or otherwise, denying, 
on"eetry«rmdiiectfy 
mat me AWC Is wifltcnt ractnal basis. Nothing fa mis provision affects 
Jwepnberg's testfanonial obligations or right to take legal or factual 
pcsroonsmurigaticnOT 
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party. 
Joscphberg also understands that his experience in the industry and <tiBcfplinary history 

mayr*fectc«uuttwiUbeccra Tnat experience 
and history an as follows: 

Jô hbetg was registered^ 
York branch of Paulson Investment Corrmany, Inc. (̂ aulson*X ° Portland-baaed broker̂ desler, 
fite January 201)3 to Decern̂  He fhtt entered me secur̂  
1995 wimC^WciM Markets m 
Priw to jotnhuj Panlŝ  
two oflw firms-PrudernialSec^ Since leaving Paulson, 
Joscphberg has been registered wimhd̂ Q̂kmrp̂  LLC as a general securities representative. 

L 

WAIVER OF PROCEDURAL RIGHTS 

Jcsc|mbergspe«ificalfy and voluntarily waives me mDowing rights granted under 
NASD's Code of Procedure: 

A. To have a Formal Complaint issued specifying the alkgations agamsthfm; 

B. To be notified of me Formal Cbnmlaint and have me opportunity to answer the 
allegations mwrjrtmg; 

C To defend againrf the allege 
in havft ft written mrorrf n/tha >HMrmg v̂ nAr, or,A #rt hsnm a wrhftm rfifwirinn tamed; 

and 

D. To appeal any such decision to the KAC and men to the U.S. Securities and 
Exchange Cornrnission and a US. Court of Appeals. 

Former, Josephberg specifically arrivohutfar̂  
rxejudgment of me Qeneral Counsel, the NAC; or any member of meNAC, mconcretion wfth 
such person** or body's participation hi discussions r̂ prrtlng me terms and conditions of mis 
AWC, or other consideration of mis AWC, including acceptance or rejection of mis AWC 

Josephberg further speĉ ^ 
violated the ex parte prohibition* of Rule 9143 or me separation of functions r̂ lumtions of 
Rule 9144, in connection with such person's or body's partidpation in duwussions regarding the 
terms and conditions of mis AWC, or other consideration of mis AWC, ftHtwW|,tg its acceptance 
or rejection. 



Jul. 13.2006 3:47PM MAXIM GRP Ha 0293 P. 4/8 

rx 
ACCEPTANCE AND CONSENT 

Josejuû  batty 
fadings, and solely for the pmposeg of this proceeding cud any other preceding brought by or 
On benalf OfNASDr or tO Which NASD fa a pgrty p^nr hi R hft*Tfog <md wftfr"»Tt ftp •ffiHticatfon 
of any issue of nta or Law, to the emry of u^ 

Between Mareh2003aiidSeptern̂ ^ 
apprnnniatê  
inarfeat-tnYring mutcal tods. During to time, Jceê  
account blocks and trade rejects from mutual rands that were incnrtcrmg his chants' market-
tirning activities for excessive market timing. & effort to hide from mutual funds mat 
mcnitcrcdrbr brokers tiutier^ 
codes for his market-timing account 

Paulson's President was aware of Josephberg's inarkettmting activities and on Jury 31, 
20<» granted Josenhb̂  Thereafter Joser̂ eigoxecû  
armroxfntaterytwern>n̂ w 
blocked a trade he had attended to execute w&lta 
Jĉ er̂ erg was able to trade forehead 
have î ected aides aaaodated These trades generated 
approadmatelySHW m addition, Josephberg rjiocesscd 
sixteen trades in a mutual fund after tnat fund had blocked his broker cede from placing any 
further trade*. These trades generated armroxhnately $86,000 in profits for Jcsejihberg's clients. 
Byrecftcstmgandthennsfo 
mritual funds, and by trodnigmaixaibid 
blocked Josephbeî  violated 
high standards of commercial honor and just and equitable principles of trade. 
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BackgrmiBd 

Unlike securities listed on an exchange* the NAV of most mutual funds currartly is 
calculated only once per day, based upon closing prices at 4:00 p.m. Baatem Time. Txds regimen 
hxdetenruningl̂ Vp 
market irtforrnaticnr̂  To do this, iruuket timers ty^^ 
buy and scU shares minun̂  
lerreahn̂  to u^ previous Market timmg is net m ft can harm 
mutual flmfl shareholders, however, because it can dilute the value oftheir abates, by, among 
other things, removing profits mrt 
n̂ rundtokecpalar̂ r̂ rcê  
mcrcasing toe transient Î -term tired mvestorsn̂  
burden of paying these costs, In u^cri, trading rjroflts obtaĥ  by rriaiket timers can result in 
losses to long-term mutual fund shareholders. 

Many imnual fbtul corm̂  
enforce restrictions and lmimnions on market timing through written and oral ccsnmumentions, 
or notices, blocking or tejectmg trades. The notices vary from reminders as to the fund 
compares rnajitftim 
nim» transaction, to absolute restrktions ftom exacting adcnlonal transactions in the securities 
of that fund coropaay ("block notices"). 

At times, market tin^ detection and 
continue market tuning after a rnutual fund has attempted to prevent future trading activity. 
These strategies bwlude using different names and broker code mxmbers. Market timers 
undertake these efforts man attempt to gam nŵ  
market timing qrmottumties in any given mud company, 

Josephberg Engaged In Deceptive Matte Tfating 

m January2003, Jô bber̂ cr̂ ŝ lhe fb^ account ror a hedge fund 
client at Paulson. Josephberg's markettinting business grew until he had a total of twenty-eight 
inaikefctinting accounts, managed by seven hedge funds. These accounts were evened for the 
express imrrx̂  of market tm^ 
assets in Jĉ ephberg's accounts. fctoati,Joeqphbergnrora 
fund families for these cheats, 

Between March and September2003, mntual flmd companies rejected an increasing 
inimJyeroftiadesnwJĉ  minany of these 
trado rejects, the mutual fund enrnpaniea warned Paulson mat markrt timing was detrimental 
both to the management of the fund and long-term shareholders and was not a proper mvestment 
purpose. In addition, some of me nnde rejects sent by fherr̂  Identified Josephberg's 
taoteco4ea3d<hebn&cr By May 1,2003, mutual 
funds rejected six trades submitted by Josephberg for excessive market timing. 

4 
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In May 2003Josephberg sr*proachedahedge-tâ  
B18lkDt-tinnVjgbm^ Ho took nates h«fld njtrm bin twnmraaiftina «rMi ifa* 
client HiscKenttoMJc>sephbcr̂  
and the cheat was to ̂ dew broker cedes. 

Shortly arte his ronver^ 
hini, Josephberg reone^ 
requested tho new brcte 
engaged m excessive market ti^^ m me mcairlm^ Josepĥ  
increased, as did the cnmT̂  
clients. >,;••]:' 

OnJuly31,2003,P«ilson,sPresidentg^ 
codes. JosephrWg was men rjrov̂  
paHhrnwl fldiwiiilafFft^w Anttma **A ff^fTT^ fl flmflll pQTtion of tjOtrBriCCrTO fflTltrBtfd frith 
trades executed under me new broker cc^ maM 
bxoker name fbxmeae cc4a 
wim the first name a jumw 

Josephberg made approximately twenty-tto 
broker names in mutual tote to 
pre-existing broker co As a result, Josephberg was able to trade in funds 
mat rnay have bean mcrito^ 
code, these uades generated approxirnately S34,000 in profits to his clients. Byî uestmgand 
ngfng addtttonal broker codes for the purpose of hiding his identity from mutual funds, 
Jc>sephbergvtolated NASD Rule 2110, wniĉ  
standards of commercial honor and just and emritable principles of trade. 

m addition, one mutual fund company rejected a trade placed by Josephberg for market-
timing activity and sr̂  
This block was sent by wiie to Paou^ 
block to me Park Avennebrarich. Contray to me block notice, Jc^ 
code to trade to me mutual fimfl, He placed atxtecn more trades to tto 
a cheat, earning mat cUert 
Mockfog JoKpi&eiĝ  

Sanctions 

Josephberg consents to the imposjtiory at amaxmram, of the following sanctions: 

1. A fine of $15,000. 

2. Asusrjerisionftama 

The sanctions imposed hereto shall be ernxtrvera 
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OTHER MATTERS 

A. Jô faber̂ tmderstaiiâ  
AWC mat is a statement of temaiistniblb&fttec&ve steps taken to prevent roture 
rcisoomdnct Josephberg tmdeistmi& 
airy statement mat if mcorô  This 
Statement does not constitute factual or legal rmdings by NASD, nor does it 
reflect the views of NASD, or its atari 

6, Josephberg agrees to pay icry monetary sanctions imposed on to ur^ notice 
that this AWC has b een accepted and mat such payments are one and payable, 
and he has attached an Election of Payment rbzm showing the method by he 
proposes to pay any fine imposed, 

C Josepbbê spexnrlcaty 
topay.rioworataTrytime 
matter. 

The underaigned cerbrles m^ 
AWC and has been given a fall opportunity to ask questions about it, and tĥ t no offer, threat, 
inducement, OTTftomw 
induce him to submit it 

Date; 

By, ^HfrWv 
[Name and title] y 

Reviewed by. 

Mervrn A. Bzosten&an, Esq. 
Strocck&Strccck&Uvan,^ 

Accepted by NASD 

M M 7 

Department oXBoibrcetnicnt 
on behalf of me Director of QDA, pursuant 
to 


