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UNITED STATES OF AMERICA 

Before  t h e  


SECURITIES AND EXCHANGE COMMISSION 


I n  t h e  M a t t e r  of  

SEABOARD SECURITIES CORPORATION ( 8 - 9 7 5 3 )  : INITIAL DECISION 
LEON NASH 
HAROLD IGNATOFF 

BEFORE: I r v i n g  S c h i  1l e r  

APPEARANCES: Rober t  M. Berson and E l l i o t t  N .  Abramson, Esqs. 
of  t h e  New York Regional  O f f i c e  for t h e  
D i v i s i o n  o f  Trad ing  and Markets  

Mar t in  M. F rank ,  Esq., f o r  Seaboard S e c u r i t i e s  
C o r p o r a t i o n  and Leon Nash 

Harold I g n a t o f f ,  p r o  se. 



These are proceed ings  i n s t i t u t e d  by t h e  Commission p u r s u a n t  

t o  S e c t i o n  l 5 ( b )  and 15A o f  t h e  S e c u r i t i e s  Exchange A c t  o f  A934 

(Exchange Ac t )  t o  d e t e r m i n e  whether  Seaboard  S e c u r i t i e s  C o r p o r a t i o n  

( r e g i s t r a n t ) ,  Leon Nash (Nash) ,  Harold I g n a t o f f  ( I g n a t o f f ) ,  

Nelson Finkelman (Finkelman)  and P h i l l i p  Markowitz,  a l s o  known as 

Mark P h i l l i p s  ( P h i l l i p s ) ,  s i n g l y  and i n  c o n c e r t ,  w i l l f u l l y  v i o l a t e d  

and w i l l f u l l y  a i d e d  and a b e t t e d  i n  v i o l a t i o n s  o f  S e c t i o n  l 7 ( a )  o f  t h e  

S e c u r i t i e s  A c t  of  1933 ( S e c u r i t i e s  A c t )  and S e c t i o n s  l O ( b ) ,  1 5 ( c ) ( l )  

o f  t h e  Exchange A c t  and Rules  lob -5 ,  l o b - 6  and l 5 c l - 2  t h e r e u n d e r  and 

whe the r  any remedia l  a c t i o n  is a p p r o p r i a t e  i n  t h e  p u b l i c  i n t e r e s t  
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p u r s u a n t  t o  S e c t i o n s  1 5 ( b )  and 1 5 A  of  t h e  Exchange A c t .  The o r d e r  

f o r  p roceed ings  a l l e g e s  i n  s u b s t a n c e  t h a t  d u r i n g  t h e  p e r i o d  from 

October  1 8 ,  1962 t o  Oc tober  1 5 ,  1963 r e g i s t r a n t ,  Nash, I g n a t o f f ,  

Finkelman and P h i l l i p s ,  s i n g l y  and i n  c o n c e r t ,  w i l l f u l l y  v i o l a t e d  

-A / S e c t i o n  l 5 ( b )  o f  t h e  Exchange A c t ,  as a p p l i c a b l e  h e r e ,  p r o v i d e s  
t h a t  t h e  Commission s h a l l  c e n s u r e ,  suspend f o r  a p e r i o d  n o t  
exceed ing  12 months o r  revoke t h e  r e g i s t r a t i o n  of a b r o k e r - d e a l e r  
i f  i t  f i n d s  t h a t  s u c h  c e n s u r e ,  s u s p e n s i o n  o r  r e v o c a t i o n  is  i n  t h e  
p u b l i c  i n t e r e s t  and t h a t  such  b r o k e r  o r  d e a l e r  o r  any pe r son  
a s s o c i a t e d  w i t h  s u c h  b r o k e r - d e a l e r  has  w i l l f u l l y  v i o l a t e d  any 
p r o v i s i o n s  o f  t h a t  Act o r  o f  t h e  S e c u r i t i e s  Act o f  1933 o r  any  
r u l e  t h e r e u n d e r .  

S e c t i o n  15A(1) (2 )  o f  t h e  Exchange Act p r o v i d e s  f o r  s u s p e n s i o n  f o r  
a maximum of 12 months o r  t h e  e x p u l s i o n  from a r e g i s t e r e d  s e c u r i -  
t ies a s s o c i a t i o n  o f  a n y  member, or f o r  s u s p e n s i o n  f o r  a maximum 
p e r i o d  of 1 2  months o r  b a r r i n g  any pe r son  from b e i n g  a s s o c i a t e d  
w i t h  a member t h e r e o f  i f  t h e  Commission f i n d s  t h a t  s u c h  member o r  
person has v i o l a t e d  a n y  p r o v i s i o n  o f  t h e  Exchange Act  o r  r u l e  o r  
r e g u l a t i o n  t h e r e u n d e r  or h a s  w i l l f u l l y  v i o l a t e d  any p r o v i s i o n  o f  
t h e  S e c u r i t i e s  Act  o f  1933,  as amended, o r  any r u l e  o r  r e g u l a t i o n  
t h e r e u n d e r .  



and w i l l f u l l y  a i d e d  and a b e t t e d  v i o l a t i o n s  of  S e c t i o n  1 7 ( a )  of  t h e  

S e c u r i t i e s  A c t  and S e c t i o n s  10(b)  and 1 5 ( c ) ( l )  o f  t h e  Exchange Act 
-2 / 

and c e r t a i n  s p e c i f i e d  r u l e s  the reunder  i n  o f f e r i n g ,  s e l l i n g ,  

purchas ing  and e f f e c t i n g  t r a n s a c t i o n s  i n  t h e  common s t o c k  of  Vista 
3 / 

I n d u s t r i e s  Corpora t ion  ( v i s t a ) ,  d i r e c t l y  and i n d i r e c t l y  employed 

d e v i c e s ,  schemes and a r t i f i c e s  t o  d e f r a u d ,  and engaged i n  t r a n s a c t i o n s ,  

a c t s ,  p r a c t i c e s  and a c o u r s e  of b u s i n e s s  which would and d i d  o p e r a t e  

a s  a f r a u d  and d e c e i t  upon p u r c h a s e r s ,  p r o s p e c t i v e  p u r c h a s e r s  and 

sellers o f  such  s e c u r i t i e s .  A t  t h e  commencement of  t h e  h e a r i n g  t h e  

o r d e r  f o r  proceedings  was amended t o  a l l e g e  t h a t  d u r i n g  t h e  p e r i o d  

October  18, 1962 t o  Oc tober  15,  1963 r e g i s t r a n t  w i l l f u l l y  v i o l a t e d ,  

and Nash w i l l f u l l y  a i d e d  and a b e t t e d  v i o l a t i o n s  o f , S e c t i o n  1 5 ( c ) ( l )  

o f  t h e  Act and Rule 1 5 c l - 2  t h e r e u n d e r ,  i n  t h a t  they e f f e c t e d  t r a n s -

-2 / The composi te  e f f e c t  of  t h e s e  p r o v i s i o n s ,  as a p p l i c a b l e  h e r e ,  is 
t o  make unlawful  t h e  u s e  of  t h e  mails o r  i n t e r s t a t e  f a c i l i t i e s  i n  
connec t ion  w i t h  t h e  o f f e r  and s a l e  o f  any s e c u r i t y  by means of  a 
d e v i c e  t o  d e f r a u d ,  a n  u n t r u e  and m i s l e a d i n g  s t a t e m e n t  o f  a 
m a t e r i a l  f a c t ,  o r  any a c t ,  p r a c t i c e ,  o r  c o u r s e  o f  b u s i n e s s  which 
o p e r a t e s  o r  would o p e r a t e  as a f r a u d  o r  d e c e i t  upon a customer  o r  
by means o f  any o t h e r  m a n i p u l a t i v e  o r  f r a u d u l e n t  d e v i c e .  

-3 / Vista was o r i g i n a l l y  known as Trans  C e n t r a l  I n d u s t r i e s ,  Inc .  The 
r e c o r d  does  n o t  c o n t a i n  t h e  d a t e  on which t h e  name of Trans  
C e n t r a l  w a s  changed t o  Vista. The r e c o r d  r e f l e c t s  t h a t  i n  a  r e p o r t  
t o  s t o c k h o l d e r s  d a t e d  J u l y  3,  1963 t h e  company changed i t s  name t o  
Vista. The name Vista is  b e i n g  used throughout  t h i s  d e c i s i o n  
a l t h o u g h  i t  shou ld  be  recognized t h a t  c e r t a i n  t e s t imony  and 
e x h i b i t s  r e f e r  t o  t h e  company under  i t s  p r i o r  name of Trans  C e n t r a l .  



actions in or induced the purchase or sale of the common stock of 


Vista, otherwise than on a national securities exchange, by means of 


manipulative, deceptive or other fraudulent devices or contrivances 


by inducing persons to purchase and selling to such persons Vista 


stock at prices far in excess of and having no reasonable relation- 


ship to then current market price of such stock. 


After appropriate notice hearings were held before the under- 


signed hearing examiner. Proposed findings of fact and conclusions 


of law and briefs in support thereof were filed by the Division of 

-4/ 

Trading and Markets and by registrant and Nash. 

The following findings and conclusions are based on the 


record, the documents and exhibits therein and the hearing examiner's 


observation of the various witnesses. 


Registrant, a Florida corporation, is registered as a 


broker-dealer pursuant to Section 15(b) of the Exchange Act and main- 


tained its offices in the City of New York during the period it sold 


Vista stock, Nash has been, and is, president, director and owner 


of more than 10% of the securities of registrant. Finkelman was 


employed by registrant as a registered representative from approxi- 


mately October 1962 until May 1963 and Phillips was so employed from 


-4/ Finkelman and Phillips failed to appear at the hearings held 
herein. On August 9, 1965 the Commission, noting that the two 
respondents were deemed in default under Rule 17 CFR 201.6(e), 
rendered its Findings, Opinion and Order barring Finkelman and 

Markowitz from being associated with a broker or dealer (Securi- 

ties Exchange Act Release No. 7674). 
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approx imate ly  August 1962 u n t i l  June  o f  1963. I g n a t o f f  became a 

r e g i s t e r e d  r e p r e s e n t a t i v e  a t  r e g i s t r a n t  i n  approx imate ly  J u n e  o f  1963 

and  is s t i l l  s o  employed. R e g i s t r a n t  is  a member o f  a N a t i o n a l  

A s s o c i a t i o n  o f  S e c u r i t i e s  Dealers, I n c .  (NASD), a n a t i o n a l  s e c u r i t i e s  

a s s o c i a t i o n  r e g i s t e r e d  p u r s u a n t  t o  S e c t i o n  15A o f  t h e  Exchange A c t .  

F r a u d u l e n t  S a l e  o f  Vista S t o c k  

The r e c o r d  e s t a b l i s h e s  t h a t  from October  1962 t o  Octo- 

b e r  1963 r e g i s t r a n t  s o l d  108,350 s h a r e s  o f  common s t o c k  o f  Vista t o  

t h e  p u b l i c .  Dur ing t h e  s a i d  p e r i o d  r e g i s t r a n t ,  i t s  r e g i s t e r e d  

r e p r e s e n t a t i v e s  and Nash engaged i n  a sales campaign t o  se l l  Vista 

s t o c k  and made u n t r u e  s t a t e m e n t s  o f  m a t e r i a l  f a c t s  and o m i t t e d  t o  

s ta te  material f a c t s  t o  p u r c h a s e r s  o f  t h e  common s t o c k  o f  V i s t a  and 

engaged i n  a c t s ,  p r a c t i c e s  and a c o u r s e  o f  b u s i n e s s  which o p e r a t e d  

as a f r a u d  and d e c e i t  upon p u r c h a s e r s  of  t h e  s a i d  s e c u r i t i e s .  

Seventeen i n v e s t o r  w i t n e s s e s  t e s t i f i e d  as t o  t h e  r e p r e s e n t a -  

t i o n s  made t o  them. A l l  o f  such  w i t n e s s e s  were t o l d  t h a t  Vista s t o c k  

would i n c r e a s e  i n  p r i c e  by t h e  u s e  of  such  p h r a s e s  as Vista would 

rise i n  a c o u p l e  o f  d a y s ,  o r  t h a t  i n  a c o u p l e  o f  weeks i t  would be  up  

t o  87C, o r  t h a t  i t  would rise a c o u p l e  o f  p o i n t s  a t  which time t h e  

-5/ The r e c o r d  i n  t h e s e  p roceed ings  c o n t a i n s  e v i d e n c e  as t o  t h e  con-
d u c t  and a c t i v i t i e s  o f  Finkelman and P h i l l i p s  d u r i n g  t h e  p e r i o d  
t h e y  were employed by r e g i s t r a n t .  Such e v i d e n c e  w i l l  be  con-
s i d e r e d  i n  t h i s  d e c i s i o n  as a g a i n s t  r e g i s t r a n t .  



i n v e s t o r  would be t o l d  when t o  s e l l  t h e  s t o c k ,  o r  t h a t  i t  would r i s e  

t o  1 - 1 / 4 ,  o r  as h i g h  as 3-3 /4 ,  o r  that i t  would a lmos t  d o u b l e  i n  a 

few weeks, o r  t h a t  i t  c o u l d  be guaran teed  t h a t  V i s t a  would i n c r e a s e  

t o  $2 a s h a r e ,  o r  t h a t  t h e  i n v e s t o r  would r e a l i z e  a p r o f i t  on h % s  

inves tment ,  o r  t h a t  as soon as i t  h i t  t h e  o v e r - t h e - c o u n t e r  market  

i t  would go  t o  between $3 and $6 a s h a r e  and t h a t  t h e  s t o c k  would 

" take  o f f , "  o r  t h a t  Vista w a s  a good s t o c k ,  i t  would make money and 

t h a t  t h e  i n v e s t o r  c o u l d  e x p e c t  a good c a p i t a l  g a i n  a p p r e c i a t i o n .  

Two w i t n e s s e s  were t o l d  t h a t  V i s t a  would be l i s t e d ,  one of  which 

w i t n e s s  b e i n g  t o l d  t h a t  t h e r e  was a p o s s i b i l i t y  of g e t t i n g  t h e  s t o c k  

on t h e  American S tock  Exchange. S i x  of t h e  i n v e s t o r  w i t n e s s e s  who 

t e s t i f i e d  they  were s o l d  Vista s t o c k  d u r i n g  t h e  pe r iod  October  th rough  

December 1962 were e i t h e r  t o l d  n o t h i n g  o f  t h e  t y p e  of b u s i n e s s e s  be ing  

conducted by Vista o r  that V i s t a  was i n  t h e  wholesa le  d i s t r i b u t i o n  of 

foods  o r  that Vista had e n t e r e d  i n t o  a n  agreement w i t h  a l a r g e  

well-known food concern t o  d i s t r i b u t e  and sell  t h e i r  p roduc t s  t o  

i n s t i t u t i o n s  i n  t h e  New York a r e a .  The remaining e l e v e n  w i t n e s s e s  

who were s o l d  Vista s t o c k  between t h e  p e r i o d  February 1963 t o  Septem- 

b e r  1963 w e r e  t o l d  t h a t  Vista had r e c e n t l y  a c q u i r e d  an i n t e r e s t  i n  

f i l m s  f e a t u r i n g  e i t h e r  Buck Rogers o r  F l a s h  Gordon, t h a t  a c o n t r a c t  

had been o r  was a b o u t  t o  be concluded w i t h  S t a t i o n  "WPIX," a New York 

t e l e v i s i o n  s t a t i o n  o r  t h a t  such f i l m s  had been o r  would be  s o l d  i n  

f o r e i g n  c o u n t r i e s  and t h a t  w i t h  t h e  e n t r y  of Vista i n t o  t h e  f i l m  

b u s i n e s s  t h e  company's e a r n i n g s  would i n c r e a s e  o r  i f  t h e  f i l m s  caught  

on t h e r e  might be a d d i t i o n a l  p r o f i t s  which would r e s u l t  i n  a r i s e  of  



t h e  p r i c e  of  t h e  s t o c k .  I n  a d d i t i o n ,  some o f  t h e s e  w i t n e s s e s  were  

t o l d  t h a t  Vista, t h r o u g h  one  o f  i t s  s u b s i d i a r i e s ,  had r e c e n t l y  under -  

t a k e n  t h e  d i s t r i b u t i o n  o f  f r o z e n  l o b s t e r s  which  a l s o  would i n c r e a s e  

t h e  company's e a r n i n g s .  One w i t n e s s  was t o l d  Vista owned p r o p e r t y  

i n  Tennessee ,  t h a t  o i l  had been d i s c o v e r e d  on s u c h  p r o p e r t y  and that 

t h e r e  was a good p o s s i b i l i t y  o i l  c o u l d  be  found on t h e  Vista p r o p e r t y .  

Twelve o f  t h e  i n v e s t o r  w i t n e s s e s  were  t o l d  n o t h i n g  c o n c e r n i n g  Vista's 

f i n a n c i a l  c o n d i t i o n .  Two o f  t h e  f i v e  r ema in ing  w i t n e s s e s  were  promised 

f i n a n c i a l  s t a t e m e n t s  b u t  n e v e r  r e c e i v e d  a n y ,  a n o t h e r  was t o l d  t h a t  

Vista was making money, a f o u r t h  was t o l d  t h a t  Vista had good e a r n i n g s  

and  t h e  f i f t h  was t o l d  that Vista w a s  i n  good f i n a n c i a l  c o n d i t i o n  a n d  

would pay a d i v i d e n d .  E i g h t  w i t n e s s e s  t e s t i f i e d  t h e y  were  n e v e r  

informed t h a t  Vogels  D a i r y  P r o d u c t s ,  I n c .  (Voge l s )  was a s u b s i d i a r y  

o f  Vista, two i n v e s t o r s  were  t o l d  t h a t  Vogels  was a s u b s i d i a r y ,  a n o t h e r  

t h a t  Vogels  was a good company and s t i l l  a n o t h e r  that it was making 

money. Ten o f  t h e  i n v e s t o r  w i t n e s s e s  were  t o l d  n o t h i n g  o f  Save-More 

Paks ,  I n c .  (Save-More),  a n o t h e r  whol ly  owned s u b s i d i a r y  o f  Vista, 

a l t h o u g h  one  w i t n e s s  was t o l d  t h a t  Save-More was a s u b s i d i a r y  and 

a n o t h e r  t o l d  t h a t  i ts e a r n i n g s  were i n c r e a s i n g .  Nine w i t n e s s e s  

t e s t i f i e d  t h e y  were n e v e r  t o l d  t h a t  C h a r l e s  Frozen Foods,  I n c . ( C h a r l e s )  

was a who l ly  owned s u b s i d i a r y  o f  Vista and  two w i t n e s s e s  s t a t e d  t h a t  

t h e y  were t o l d  o n l y  o f  t h e  e x i s t e n c e  o f  C h a r l e s .  Seven o f  t h e  

i n v e s t o r  w i t n e s s e s  who purchased  i n  1963 were  t o l d  t h a t  Vista had 

a c q u i r e d  a n  i n t e r e s t  i n  e i t h e r  Buck Rogers  o r  F l a s h  Gordon f i l m s  o r  



both and that such films would be shown on television or were 


informed that such films would be distributed in foreign markets. 


None of the investor witnesses was told anything concerning the 


financial condition or the earnings of Vista or any of its subsidi- 


aries nor were any financial statements of Vista or any of its 


subsidiaries ever furnished to any of the investor witnesses. 


We now turn to a consideration of Vista and its operation 


to ascertain what, if any, basis existed for predictions of a rise 


in the price of the stock made to the investors or other representa- 


tions concerning the company's earnings. The following facts con- 


cerning Vista's financial condition and the results of the operations 


of its subsidiaries are not disputed by respondents. Vista was 


incorporated in March of 1959. In April of 1960 it acquired all of 


the outstanding stock of Vogels and 145 Reade Street Gorp 


(Reade Street), a corporation which owned the property on which 


Vogels was located and from which the subsidiaries were operated. 


On or about the 1st of January, 1961, Vista acquired all of the out- 


standing stock of Charles and in the same year acquired 100% of the 
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stock of Save-More. For the year ended 1961 Vista sustained a net 

operating loss of $5,312 and its accumulated earned surplus deficit 


totalled $36,331. For the year ended 1962 its net operating loss 


-6/ The record reflects that Vista had acquired a 50% interest in 
Save-More in 1960 and the remaining 50% in 1961. 



amounted t o  $7,171 and i t s  accumulated e a r n e d  s u r p l u s  d e f i c i t  

t o t a l l e d  $43,503. For t h e  y e a r  ended 1963 V i s t a  had a n e t  o p e r a t i n g  

income of  $1,290 and an accumulated ea rned  s u r p l u s  d e f i c i t  of  

$42,212. From 1961 th rough  1964 each  o f  Vista's s u b s i d i a r i e s  e i t h e r  

l o s t  money o r  t h e i r  e a r n i n g s  had been d e c r e a s i n g .  Thus, f o r  t h e  

f i s c a l  y e a r  ended September 30,  1961 Vogels ea rned  $8,374, f o r  t h e  

f i s c a l  y e a r  ended September 30,  1962 i t  ea rned  $7,154 and f o r  t h e  

f i s c a l  y e a r  ended September 30,  1963 i t  ea rned  $1,561. For  t h e  y e a r  

ended 1961 Save-More had a n e t  o p e r a t i n g  l o s s  of $7,522 and had an 

ea rned  s u r p l u s  d e f i c i t  of $9,524; f o r  t h e  y e a r  ended 1962 i t  had a 

n e t  o p e r a t i n g  l o s s  o f  $1,041 and an ea rned  s u r p l u s  d e f i c i t  of $10,566 

and f o r  t h e  y e a r  ended 1963 i t  had a n e t  o p e r a t i n g  l o s s  of  $8,192 and 

a n  ea rned  s u r p l u s  d e f i c i t  o f  $18,758. For t h e  y e a r  ended 1961 Char les  

had a n e t  o p e r a t i n g  l o s s  o f  $20,181 and a n  accumulated l o s s  o f  
-7/ 

$35,241. For t h e  f i s c a l  y e a r  ended A p r i l  30, 1961 Reade S t r e e t  

ea rned  $1,347 b e f o r e  t a x e s ;  f o r  t h e  f i s c a l  y e a r  ended A p r i l  30, 1962 

i t  ea rned  $609 b e f o r e  t a x e s ;  f o r  t h e  f i s c a l  y e a r  ended A p r i l  30,  

1963 i t  earned $511 b e f o r e  t a x e s  and f o r  t h e  f i s c a l  y e a r  ended 
-8 / 

A p r i l  30 ,  1964 i t  ea rned  $3,231 b e f o r e  t a x e s .  The t es t imony  shows 

t h a t  t h e  F lash  Gordon f i l m  was a c q u i r e d  e i t h e r  i n  t h e  l a t t e r  p a r t  of  

7/- The record  does  n o t  c o n t a i n  f i n a n c i a l  in fo rmat ion  concern ing  
C h a r l e s  f o r  any y e a r s  subsequent  t o  1961. 

8 /- The record  d i s c l o s e s  t h a t  on J u l y  1, 1963 Reade S t r e e t  s o l d  i t s  
b u i l d i n g  and land r e a l i z i n g  a long- term c a p i t a l  g a i n  of a b o u t  
$8,623, which is  inc luded  i n  t h e  e a r n i n g s  f o r  t h e  f i s c a l  y e a r  
ended A p r i l  30, 1964. 



1962 o r  e a r l y  i n  1963 by a co rpo ra t i on  known a s  Te le -Vis ta  Films, 

I nc .  (Te l e -V i s t a )  i n  which Vis ta  t ~ a d  an  i n t e r e s t .  Although t h e  

record  d i s c l o s e s  t h a t  t h e  c o s t  of a c q u i r i n g  t h e  r i g h t s  t o  t h e  F lash  

Gordon f i l m  s e r i e s  was $177,000, of which $111,000 was s t i l l  due and 

payable  on December 31,  1964, i t  does  n o t  r e f l e c t  whether Te l e -V i s t a  
-9/ 

r e a l i z e d  any p r o f i t  o r  l o s s  f o r  t h e  per iod .  The r i g h t s  t o  t h e  f i l m  

s e r i e s  known a s  Buck Rogers was acqu i r ed  i n  t h e  s p r i n g  of 1963 by 

Film Shows, Inc .  (Fi lm Shows), which was owned by Vista and f o u r  

o t h e r  persons .  Although t h e  record  i n d i c a t e s  t h a t  t h e  c o s t  of 

a c q u i r i n g  t h e  f i l m  s e r i e s  w a s  $42,000 and up  t o  December 31,  1964 

Film Shows had rece ived  about  $25,500 from sales of t h e  f i l m s  and 

an  a d d i t i o n a l  $20,900 i n  commissions from Tele -Vis ta  t h e r e  is no 

ev idence  i n  t h e  record  a s  t o  whether Film Shows made a p r o f i t  o r  a 

l o s s  i n  connect ion w i t h  t h e  Buck Roger f i l m  du r ing  t h e  per iod  r e g i s -  
-10/ 


t r a n t  was s e l l i n g  V i s t a  s t o c k .  


-9 / There i s  some ev idence  t h a t  up t o  December 31,  1964 Te le -Vis ta  
had rece ived  $86,790 f o r  sales of  t h e  s a i d  f i l m  and had paid 
$20,950 i n  commissions t o  accomplish such  sales. There was no 
evidence,  however, as t o  any o t h e r  expenses  i ncu r r ed  and hence 
no de t e rmina t i on  cou ld  be made as t o  whether t h e  company made 
o r  l o s t  money and no evidence appea r s  i n  t he  record  as t o  any 
p r o f i t  o r  l o s s  i n  connect ion w i th  t h e  F lash  Gordon Fi lms.  

-10/ Film Shows was organized on A p r i l  19,  1963. There i s  evidence 
i n  t h e  record  t h a t  f o r  t h e  t a x a b l e  yea r  beginning on such d a t e  
t o  March 31, 1964 Film Shows had a n e t  o p e r a t i n g  l o s s  of  
approximately  $3,700. The r eco rd ,  however, f a i l s  t o  show the  
company's e a rn ings  o r  p r o f i t s  d u r i n g  t h e  per iod r e g i s t r a n t  
so ld  Vista s t o c k  t o  customers.  



It is a p p a r e n t  from t h e  r e c o r d  t h a t  immedia te ly  p r i o r  t o  

and d u r i n g  t h e  p e r i o d  r e g i s t r a n t  was s e l l i n g  Vista s t o c k  t h a t  

company was l o s i n g  money, t h a t  i ts accumulated  ea rned  s u r p l u s  d e f i c i t  

a t  t h e  end of  1963 was i n  e x c e s s  of $42,000 and t h a t  two of  i t s  

s u b s i d i a r i e s  were s u s t a i n i n g  c o n t i n u o u s  l o s s e s  and t h e  e a r n i n g s  o f  

t h e  r emain ing  two were c o n s t a n t l y  d e c r e a s i n g .  I t  i s  obv ious  t h a t  t h e  

p r e d i c t i o n s  t o  s t o c k h o l d e r s  who were s o l d  s e c u r i t i e s  i n  1962 concern -  

i n g  p r i c e  rise and o t h e r  r e p r e s e n t a t i o n s  made c o n c e r n i n g  t h e  o p e r a t i o n s  

of  Vista, were u t t e r l y  w i t h o u t  f o u n d a t i o n  o r  b a s i s  i n  f a c t .  

With t h e  a c q u i s i t i o n  o f  t h e  f i l m  r i g h t s  t o  Buck Rogers and 

F l a s h  Gordon i n  1963 i t  a p p e a r s  t h a t  r e g i s t r a n t  and i ts  sa lesmen had 

g r e a t  hopes  Vista's e a r n i n g s  would i n c r e a s e  and t h e  r e p r e s e n t a t i o n s  

made t o  p r o s p e c t i v e  p u r c h a s e r s  o f  Vista s t o c k  i n  1963 were p r i m a r i l y  

on t h e  s t r e n g t h  o f  s u c h  a c q u i s i t i o n s .  However, t h e r e  was no  b a s i s  f o r  

t h e  opt imism by r e g i s t r a n t  and i t s  sa lesmen c o n c e r n i n g  p o s s i b l e  f u t u r e  

e a r n i n g s  of  Vista because  of  t h e  a c q u i s i t i o n  o f  t h e  f i l m s .  S i n c e  t h e  

a c q u i s i t i o n  o f  t h e  f i l m  r i g h t s  was a new and u n t r i e d  v e n t u r e  and 

Vista's management had no  e x p e r i e n c e  i n  t h i s  f i e l d  t h e r e  was no  

i n f o r m a t i o n  a v a i l a b l e  which c o u l d  l e a d  r e g i s t r a n t  o r  i t s  sa lesmen t o  

c o n c l u d e  t h a t  Vista's e a r n i n g s  would i n c r e a s e  o r  t h a t  t h e  p r i c e  o f  i ts 

s t o c k  would rise. The r e p r e s e n t a t i o n s  t h a t  Vista's e a r n i n g s  were  good 

or would i n c r e a s e  as  a r e s u l t  o f  t h e  f i l m s  were  t h u s  w i t h o u t  r e a s o n -

a b l e  b a s i s .  R e g i s t r a n t  and Nash u r g e  t h a t  p r i o r  t o  u n d e r t a k i n g  t h e  

sale o f  Vista s t o c k  Nash made a n  i n v e s t i g a t i o n  of  V i s t a  as a 



r e s u l t  o f  which he determined t o  o f f e r  i t  t o  customers.  They 

p o i n t  t o  t h e  f a c t  t h a t  Nash and two of h i s  salesmen v i s i t e d  Vista's 

premises  i n  t h e  C i t y  of New York a b o u t  a week p r i o r  t o  t h e  commencement 

of r e g i s t r a n t ' s  s a l e s  t o  cus tomers ,  spoke w i t h  Vista's o f f i c i a l s  con-

c e r n i n g  i t s  b u s i n e s s ,  r e c e i v e d  a copy of  a 9-month i n t e r i m  c o n s o l i d a t e d  

f i n a n c i a l  s t a t e m e n t  which showed t h a t  Vista had a p r o f i t  of  abou t  

$5,450, and a t  Nash 's  r e q u e s t  r e c e i v e d  500 c o p i e s  of  a b rochure .  About 

two months a f t e r  such v i s i t  r e g i s t r a n t  r e q u e s t e d  and r e c e i v e d  500 c o p i e s  

o f  a second brochure  from t h e  company. An a n a l y s i s  of  t h e  in format ion  

r e c e i v e d  by r e g i s t r a n t  and i t s  salesmen a t  Vista's p l a n t  and from t h e  

b rochures  f a i l s  t o  f u r n i s h  any p o s s i b l e  b a s i s  f o r  t h e  unwarranted 

r e p r e s e n t a t i o n s  made t o  customers.  The v i s i t  t o  t h e  p l a n t  c o n s i s t e d  

of  v iewing t h e  b u i l d i n g  which was occupied by Vogels Da i ry ,  s e e i n g  t h e  

warehousing and r e f r i g e r a t i n g  f a c i l i t i e s  f o r  t h e  d a i r y  p r o d u c t s ,  b e i n g  

t o l d  t h a t  Save-More had a f r e e z i n g  p l a n t  i n  Cedarhurs t ,  Long I s l a n d ,  

b e i n g  t o l d  t h a t  Vogels ,  t h e  p r i n c i p a l  s u b s i d i a r y ,  had a smel l  p r o f i t ,  

t h a t  t w o  o f  t h e  o t h e r  s u b s i d i a r i e s  were l o s i n g  money, t h a t  t h e  management 

was a c q u i s i t i o n  minded, t h a t  they were look ing  f o r  companies t h a t  make 

p r o f i t s ,  t h e  name of any s u c h  company n o t  be ing  s t a t e d ,  and r e c e i v i n g  

a h a n d - w r i t t e n  copy o f  a n  u n v e r i f i e d  c o n s o l i d a t e d  ba lance  s h e e t  as a t  

September 30, 1962 t o g e t h e r  w i t h  a p r o f i t  and l o s s  s t a t e m e n t  from 

January  1 t o  September 30, 1962 which r e f l e c t e d  a n e t  p r o f i t  f o r  t h e  

9-month per iod  of approx imate ly  $5,450. None of  t h e  b rochures  r e c e i v e d  

from Vista con ta ined  i n f o r m a t i o n  concern ing  e a r n i n g s ,  r e s u l t s  of 



- 
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o p e r a t i o n s  by any o f  t h e  s u b s i d i a r y  companies o r  any f i n a n c i a l  informa-  
-11/ 


t i o n  wha t soeve r .  


R e g i s t r a n t  and Nash f u r t h e r  u r g e  i n  e s s e n c e  t h a t  t h e y  

b e l i e v e d  Vista's o p e r a t  i o n s  "had t u r n e d  t h e  c o r n e r "  and t h e y  b e l i e v e d  

t h e  company's  o p e r a t i o n s  would be  p r o f i t a b l e .  

The Commission h a s  r e p e a t e d l y  h e l d  and t h e  C o u r t s  have  

s t a t e d  t h a t  unfounded p r e d i c t i o n s  as t o  f u t u r e  l e v e l s  o r  p r i c e  

i n c r e a s e s  of  a s t o c k  unsuppor t ed  by any  r e a s o n a b l e  b a s i s  o f  f a c t  a r e  a 
-12/ 

"hal lmark  of  f r a u d . "  I n  t h e  i n s t a n t  case i t  is clear f rom t h e  r e c o r d  

-11/ The f i r s t  s o - c a l l e d  b r o c h u r e  r e g i s t r a n t  r e c e i v e d  was a let ter  which 
s t a t e d  t h a t  e x i s t i n g  r e f r i g e r a t i o n  and f r e e z i n g  equipment  was 
v a l u e d  a t  a p p r o x i m a t e l y  $35,000,  t h a t  t h e  company had 32,000 f e e t  
o f  warehousing f a c i l i t i e s ,  t h a t  it conc luded  a c o n t r a c t  f o r  t h e  
d i s t r i b u t i o n  o f  f r o z e n  f o o d s  f o r  a n o t h e r  l a r g e  food c o n c e r n ,  t h a t  
t h e  company i n t e n d e d  t o  expand and conc luded  by t h a n k i n g  t h e  s t o c k -  
h o l d e r s  f o r  t h e i r  s u p p o r t  d u r i n g  t h e  company's p a s t  d i f f i c u l t  
p e r i o d s .  The second  b r o c h u r e  r e c e i v e d  e a r l y  i n  1963 s t a t e d  t h a t  
Vista owned Vogels ,  Safe-More and Reade S t r e e t  and  d e s c r i b e d  i n  
g e n e r a l  t h a t  Vogels  was a purveyor  of  d a i r y  p r o d u c t s ,  t h a t  Save- 
More engaged i n  t h e  sale and d i s t r i b u t i o n  o f  p o r t i o n - c o n t r o l  f i s h ,  
meats and a l l i e d  p r o d u c t s  and Reade S t r e e t  owned t h e  p r e m i s e s  i n  
which Vogels  was l o c a t e d .  Mention was made t h a t  a j o i n t  v e n t u r e  
had been e n t e r e d  i n t o  f o r  t h e  p u r c h a s e  o f  a "well-known moving 
p i c t u r e  serial d e a l i n g  w i t h  t h e  s p a c e  age . "  The c o s t  of  t h e  j o i n t  
v e n t u r e  was s t a t e d  as $42,000 and t h e  b r o c h u r e  conc luded  by 
i n d i c a t i n g  t h a t  s t o c k h o l d e r s  w i l l  be  a d v i s e d  f u r t h e r  "as deve lop-
ments  can  be  r e v e a l e d . "  The t h i r d  b r o c h u r e  d a t e d  J u l y  3 ,  1963 f o r  
t h e  f i r s t  time ment ioned Film Shows, I n c .  and t h e  f i l m  serial  Buck 
Rogers.  The b r o c h u r e  concluded t h a t  Vista's " r o o t s  a r e  i n  t h e  food 
f i e l d  - b a s i c  t o  t h e  expans ion  of  Americab8and s t a t e d  t h a t  s t o c k -  
h o l d e r s  would be  k e p t  informed "as e v e n t s  unfold ."  

-1 2 /  Hamilton Waters & Co., I n c . ,  S e c u r i t i e s  Exchange Act Release 
No. 7725 (Oc tobe r  18, 1 9 6 5 ) ;  Mac Robbins & Co., I n c . ,  S e c u r i t i e s  
Exchange Act R e l e a s e  No. 6846, p.15 ( J u l y  11, 1962) ,  a f f l d  s u b  nom 
Berko v .  S.E.C., 316 F. 2d 137 (C.A. 2 ,  1963) .  



t h a t  t h e  s o - c a l l e d  i n v e s t i g a t i o n  made by r e g i s t r a n t  was i n s u f f i c i e n t  

i n  terms of  s e c u r i n g  f a c t s  which would f u r n i s h  a b a s i s  f o r  t h e  

r e p r e s e n t a t i o n s  made. The i n t e r i m  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t  

r e c e i v e d  by r e g i s t r a n t  showed a n  u n u s u a l l y  small p r o f i t  when 

measured a g a i n s t  t h e  t o t a l i t y  of  t h e  o p e r a t i o n s  conducted by Vista's 

s u b s i d i a r i e s  and c o n s i d e r i n g  t h e  f a c t  t h a t  t h e  s a i d  s t a t e m e n t  on i t s  

f a c e  showed t h a t  V i s t a  had i s s u e d  and o u t s t a n d i n g  2,025,000 s h a r e s  

of  i t s  s t o c k ,  shou ld  have been s u f f i c i e n t  t o  r a i s e  a r e d  f l a g  

warning t h a t  t h e  company w a s  f a r  from s u c c e s s f u l  and c e r t a i n l y  n o t  

one which warranted a r e p r e s e n t a t i o n  t h a t  t h e  p r i c e  of  i t s  s t o c k  

would double  o r  even r i s e  i n  t h e  f o r e s e e a b l e  f u t u r e .  Moreover, a n  

i n t e r i m  c o n s o l i d a t e d  f i n a n c i a l  s t a t e m e n t  r e f l e c t i n g  a small p r o f i t  

d o e s  n o t  f u r n i s h  t h e  b a s i s  f o r  an  assumption t h a t  such p r o f i t  w i l l  

c o n t i n u e  o r  i n c r e a s e  by t h e  end of t h e  y e a r  p a r t i c u l a r l y  where t h e  

company w a s  e n t e r i n g  i n t o  a  new and u n t r i e d  v e n t u r e  w i t h o u t  e x p e r i e n c e  

o r  know-how management. None of  t h e  salesmen t o l d  i n v e s t o r s  t h a t  it 

had in format ion  t h a t  two of  V i s t a ' s  s u b s i d i a r i e s  were s u s t a i n i n g  

c o n t i n u a l  l o s s e s  and t h a t  t h e  e a r n i n g s  of two o t h e r  s u b s i d i a r i e s  

had been s t e a d i l y  d e c l i n i n g .  Nothing was s a i d  t o  i n v e s t o r s  of  

r e g i s t r a n t ' s  i n a b i l i t y  t o  o b t a i n  c u r r e n t  f i n a n c i a l  i n f o r m a t i o n  con- 

c e r n i n g  t h e  o p e r a t i o n s  of  any o f  V i s t a ' s  s u b s i d i a r i e s .  

It is  e v i d e n t  from t h e  r e c o r d  t h a t  t h e  w r i t t e n  material 

r e c e i v e d  c o n t a i n e d  no in format ion  concern ing  Vista's o p e r a t i o n s  

which cou ld  p o s s i b l y  s e r v e  as a b a s i s  f o r  sa lesmen making t h e  



I 

-1 

.. 

unwarranted representations predicting an increase in the price of 

-13/ 

Vista stock or the payment of dividends. A salesman who expresses 


an opinion about future market prices, dividends or listing on an 


exchange impliedly represents that he has adequate basis for such 


belief. Absent such basis, he violates his duty to deal fairly with 

-14/ 

customers and his implied representation is fraudulent. 


Registrant's assertion that it believed Vista would be 


successful is without merit. Faith in the ultimate success of the 


business enterprise is not the measure of responsibility under the 


Federal securities laws and it is inconsistent with the principles 


of fair dealing and violative of the securities laws for a broker 


to induce purchases of securities by means of representations 


unsupported by a reasonable factual basis and without disclosure of 


known or reasonably available information necessary to provide the 

-15/ 

investor with a fair picture of the securities being offered. As 


succinctly stated by the Courts, honest belief that an enterprise 


would eventually succeed cannot excuse willful misrepresentations by 


which investors' funds are obtained. United States v. Painter, 314 F. 


2d 939 (C.A.4, 1963). 


The real clue as to the basis used by Nash and registrant 


in determining to offer Vista stock to prospective customers is fur- 


nished by Nash himself who testified that in the latter part of 1962 


-13/ See Footnote 11, supra. 
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t h e  "market broke," a t  which t ime he was look ing  f o r  a "cheap number." 

Upon l e a r n i n g  t h a t  Vista cou ld  be purchased i n  t h e  lat ter  p a r t  of 

October  a t  approx imate ly  l e s s  than 50C and t h a t  i t  had s o l d  t h e  

p rev ious  y e a r  i n  t h e  range from 2-112 t o  2-314 Nash a p p a r e n t l y  

dec ided  t h a t  a good campaign t o  s e l l  would prove s u c c e s s f u l .  Such 

campaign a c t u a l l y  s t a r t e d  t h e  day a f t e r  r e g i s t r a n t  a c q u i r e d  i t s  

f i r s t  5,000 s h a r e s  a t  4%. The d e n i a l s  by t h e  salesmen and Nash 

t h a t  t h e y  t o l d  customers  Vista would r i s e  i n  t h e  p r i c e  a r e  

emascula ted by ev idence  i n  t h e  r e c o r d  from Nash, I g n a t o f f  and a n o t h e r  

sa lesman who a d m i t t e d  t e l l i n g  o r  s u g g e s t i n g  t o  customers  t h a t  t h e r e  

was a good l i k e l i h o o d  t h a t  they  cou ld  e i t h e r  make money by purchas ing  

Vista o r  t h a t  Vista s t o c k  cou ld  o r  would r i s e  o r  t h a t  Vista s t o c k  

was down a t  t h e  moment and was expected t o  r i s e .  

The h e a r i n g  examiner conc ludes  t h a t  r e g i s t r a n t  w i l l f u l l y  

v i o l a t e d  t h e  a n t i - f r a u d  p r o v i s i o n s  of  t h e  S e c u r i t i e s  a c t s  and t h a t  

Nash and I g n a t o f f  w i l l f u l l y  v i o l a t e d  and a i d e d  and a b e t t e d  r e g i s t r a n t  

i n  i t s  w i l l f u l  v i o l a t i o n  of t h e  s a i d  a c t s .  

S a l e  of  S e c u r i t i e s  a t  U n f a i r  P r i c e s  

The o r d e r  f o r  proceedings  a l l e g e s  t h a t  between October  18, 

1962 and October  15 ,  1963 r e g i s t r a n t ,  Nash and I g n a t o f f ,  s i n g l y  and 

i n  c o n c e r t ,  w i l l f u l l y  v i o l a t e d  t h e  a n t i - f r a u d  p r o v i s i o n s  of t h e  

s e c u r i t i e s  a c t s  by i n d u c i n g  persons  t o  purchase  and s e l l i n g  t o  such 

persons  Vista s t o c k  a t  p r i c e s  f a r  i n  e x c e s s  of  and hav ing  n o  reason-  

a b l e  r e l a t i o n s h i p  t o  t h e  then  c u r r e n t  market p r i c e  of  such  s t o c k  



without  d i s c l o s i n g  t o  such persons  t h e  market p r i c e  o r  t h e  contem- 

poraneous c o s t  of such s e c u r i t i e s ,  the reby  o b t a i n i n g  excees ive  

p r o f i t s .  A t  t h e  hea r i ng  t h e  above-mentioned o r d e r  was amended t o  

a l l e g e  a d d i t i o n a l l y  t h a t  t h e  s a i d  p r i c i n g  p r a c t i c e  was i n  w i l l f u l  

v i o l a t i o n  of  Sec t i on  1 5 ( c ) ( l )  of  t h e  Exchange Act and Rule 15c l -2  

the reunder .  Of a t o t a l  of  169 sales t o  customers of  Vista s t o c k  

d u r i n g  t h e  per iod  October  19,  1962 through October  1, 1963 t h e  p r i c e s  

charged by r e g i s t r a n t  i n  91  such t r a n s a c t i o n s  included mark-ups which 

ranged from 38.9% t o  150% computed on t h e  b a s i s  of t h e  p r i c e  paid  by 

r e g i s t r a n t  i n  same day purchases  of Vista s t o c k  from o t h e r  d e a l e r s  

o r  customers  o r  i f  no such  purchases  were made based on p r i c e s  paid  

by r e g i s t r a n t  i n  purchases  made w i t h i n  one o r  two t r a d i n g  days  be fo r e  
-16/  

o r  a f t e r  such  sales t o  customers .  For ty  o f  such  s a l e s  were made a t  

mark-ups rang ing  from 38.9% to  50%; 7 a t  mark-ups rang ing  from 50.1X 
-17/  

t o  1009. and 44 a t  mark-ups rang ing  from 100.1% t o  150%. The t o t a l  

s a l e s  p r i c e s  i n  t h e  91 t r a n s a c t i o n s  ranged from $17.50 t o  $1500. 

-16/  See  Linder .  B i l o t t i  6 Co.. Inc . ,  ( S e c u r i t i e s  Exchange Act 
Release  No. 7738 (1965) which t h e  Commission computed mark-ups 
based on purchases  made w i th in  t h r e e  days  be fo r e  or a f t e r  sales 
t o  customers i n  a d d i t i o n  t o  same day purchases.  

-17/  I n  25 of  t h e  s a i d  91 s a l e s ,  r e g i s t r a n t  purchased Vista s t o c k  on 
t h e  same day it  s o l d  such s t o c k  t o  customers ,  o f  which 3 were 
s a l e s  a t  mark-ups of  1507,, 2 a t  mark-ups of 140%, 9 a t  mark-ups 
rang ing  from 108.3% t o  134.3% and 11 a t  mark-ups rang ing  from 
38.9% t o  50%. 



The Commission has c o n s i s t e n t l y  he ld  and t h e  Courts have 

aff i rmed t h a t  i t  i s  u n f a i r  and a fraud on customers t o  s e l l  them 

s e c u r i t i e s  not reasonably r e l a t e d  t o  t h e  p r e v a i l i n g  market p r i c e s  

and t h a t  absent  coun te rva i l i ng  evidence the  p r i c e  paid f o r  a  s e c u r i t y  

by a d e a l e r  i n  a c t u a l  t r ansac t ions  c l o s e l y  r e l a t e d  i n  t i m e  t o  h i s  

s a l e s  are normally a h ighly  r e l i a b l e  i n d i c a t i o n  of t he  p reva i l i ng  
-18/ 

market p r i ce .  

The ques t ion  t o  be determined t h e r e f o r e  i s  what under a l l  of 

t he  circumstances is  the  b e s t  evidence of the  p reva i l i ng  market p r i c e  

of t h e  Vista s tock  dur ing  the  period October 1962 and October 1963. 

Reg i s t r an t  does not  d i s p u t e  t h a t  t h e  p r i c e s  upon which the  above compu- 

t a t i o n s  were based were, i n  f a c t ,  charged t o  customers but urges t h a t  

t h e  use of contemporaneous c o s t  as a base f o r  t he  s a i d  computations is  

improper s ince  i t  does not  r e f l e c t  t r u e  c u r r e n t  market p r i c e s  and 

t h a t  r e g i s t r a n t ' s  method of determining t h e  p r i c e  t o  customers was 

rep resen ta t ive  of t r u e  market p r i c e  and i s  not  unfa i r .  I n  substance,  

respondents argue t h a t  i n  t he  i n s t a n t  ca se  t h e  coun te rva i l i ng  evidence 

t o  t h e  use of contemporary c o s t  a s  i n d i c a t i v e  of market p r i c e  is 

r e g i s t r a n t ' s  use of t he  average b id  and a s k  p r i c e s  which it obtained 

from o t h e r  broker -dea lers .  Nash t e s t i f i e d  t h a t  each morning he would 

ca l l  two o r  t h r e e  brokers  appearing i n  the  pink ehee t s ,  ob ta in  t h e i r  

-18/ Naf ta l in  & Co.. Inc . ,  S.E.A. Release 7220 (Jan. 10, 1964); 
Barne t t  v .  U.S., 319 F. 2d 340 (C.A.8, 1963). See a l s o  NASD 
pol icy  a s  s e t  f o r t h  i n  t h e  NASD Manual, p. 6-3. 
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bid and ask prices, strike an average of such prices and such 

-19/ 


average would be the selling price to a customer. Nash further 


testified that in fixing the selling prices each day he gave no con- 


sideration whatsoever to the price at which he purchased Vista stock 


on any given day even though he sold to a customer that day since he 


was selling from what he termed a "risk positiont' which he described 

-20/ 

as being either long or short each day. Registrant's method of 

determining prevailing market price cannot be accepted as establishing 

the best evidence of prevailing market since it ignores the salient 


factor of its own cost on a given day as indicative of the market 


price. Moreover, selling from a so-called risk position furnishes 


no basis to registrant to completely disregard its own substantially 


contemporaneous cost nor any basis for accepting an average of bid 


and ask price quotations from two or more brokers as decisive of pre- 

-21/ 


vailing market price. In the Naftalin case, supra, respondent also 


contended that the quotations received from other dealers rather than 


its own cost constituted the best evidence of prevailing market price. 


The Commission rejected the argument pointing out that dealers' 


quotations are subject to negotation and therefore not reliable as a 


test of prevailing market. An analysis of registrant's transaction 


-19/ There is no evidence of the names of the brokers called nor was 
any record kept of prices furnished. 

-20/ From such description it would appear that what Nash was attempt- 
ing to describe was nothing more than a decision by registrant to 
trade Vista from a principal position and that throughout the 
period in question he was either in a long or short position. 

-21/ Naftalin & Co., Inc., supra, at p. 6-7. 



I 

t i o n s  as proof of  p r e v a i l i n g  market.  The p r i c e  of t h e  s t o c k  w a s  

r e l a t i v e l y  s t a b l e  d u r i n g  t h e  e n t i r e  p e r i o d  of  time i n  q u e s t i o n  and 

e x c e p t  f o r  one purchase  a t  5 / 8  on June 3 ,  1963 a l l  s t o c k  was bought 
-22/ 

between 30C and 50C and a l l  bu t  10 s a l e s  were made a t  5 / 8  and 3/4 .  

Thus, t h e  r e c o r d  shows t h a t  i n  October  1962 a l l  of r e g i s t r a n t ' s  

purchases  were a t  45C and a l l  sales 62-1/2C; i n  November, a l l  

purchases  were a t  30C and 45C, and sales were a t  62-1/2C and 75C; 

i n  December, 3 purchases  were made a t  1 / 2  and 1 9  s a l e s  a t  3 / 4 ;  

i n  January  1963 one purchase  was made a t  1 / 2  and 14  sales at  3 /4 ;  

i n  February,  March, A p r i l  and up  t o  May 14,  1963 a l l  purchases  were 

a t  1 / 2  and s a l e s  a t  3 / 4 .  On May 14 r e g i s t r a n t  purchased Vista a t  

318 b u t  con t inued  s e l l i n g  through May 20 a t  3 /4 .  On May 23 r e g i s t r a n t  

purchased a t  3/8 and s o l d  on t h a t  day a t  314. On May 28 r e g i s t r a n t  

bought 2400 s h a r e s  a t  5 /16  and 1000 s h a r e s  a t  37C and on t h e  same 

day s o l d  800 s h a r e s  a t  314; i n  Ju ly  r e g i s t t a n t  made 5 purchases  

t o t a l l i n g  14,100 s h a r e s ,  3 of  which were a t  30C, one a t  31C and one 

a t  35C and s o l d  a t o t a l  o f  13,000 s h a r e s  i n  31 t r a n s a c t i o n s  a l l  a t  

75C p e r  share e x c e p t  f o r  3 t r a n s a c t i o n s  a t  62-1/2C. Between 

August 6 and 16 r e g i s t r a n t  bought 3800 s h a r e s  on 7 t r a d i n g  d a t e s  

. 
a l l  a t  30C p e r  s h a r e  and s o l d  3 ,050 s h a r e s  i n  8 t r a n s a c t i o n s  between 

22/ Of t h e  10 s a l e s ,  8 were made i n  September 1963 a t  7 /8 ,  one i n  t h e  
same month a t  80C and t h e  remaining sale t o  Nash's w l f e  a t  35C. 



August 7 and 26 all at 75C per share. Hence, the record establishes 

that registrant was consistently able to purchase at prices con- 

siderably below the prices allegedly quoted to Nash by broker-dealers 

which quotations became registrant's sale price and registrant's 

practice of selling at a mark-up without regard to the price or num- 

ber of shares demonstrates a pattern which precludes any attempt to 

justi.fy the mark-ups on the basis of particular circumstances of 
-23/ 

each sale. 


However, in the instant case the record contains even more 

cogent evidence that the bid and ask quotations received by registrant 

amnot a reliable guide in determining prevailing price. A complete 

documentation of all purchase and sale transactions of Vista stock 

effected among the dealers themselves during the period October 1962 

through October 1963 was included in the record. Evidence of such 

inter-dealer transactions were furnished by 114 different brokers. In 

164 of the 169 sale transactions by registrant to customers previously 

referred to, registrant's prices to customers on each day it made such 

sales exceeded the highest price in inter-dealer transactions on the 

same date. Only on five days between January 15 to January 28, 1963 

were registrant's prices to customers the same as the highest price 

charged in inter-dealer transactions. Thus, the record shows that 

in 22 transactions registrant's mark-ups computed on the difference 

between registrant's price to customers and the highest inter-dealer 



I 
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e 

price ranged from 20% to 509. involving amounts from $12.50 to 


$1096.88; in 65 transactions such mark-ups ranged from 50.1% to 100% 


involving amounts from $25 to $1,250; in 51 such transactions the 


mark-ups ranged from 100.1% to 150Z involving amounts from $24 to 


$1150; in 18 such transactions mark-ups ranged from 150.19. to 200% 


involving amounts from $50 to $1,000 and in 8 transactions the 


mark-ups were over 200% involving amounts from $62.50 to $1,250. 


It is thus evident that the quoted prices received by registrant 


cannot be accepted as a reliable basis of the prevailing market 


since such quoted prices were in fact considerably higher than the 


prices at which transactions were being effected between dealers. 


Registrant urges that the use of prices in inter-dealer 


transactions as a basis for computing mark-up is improper since such 


prices are not published for over-the-counter transactions and are 


uoavailable. The argument loses sight of the fact that such trans- 


actions are used in the instant case to establish evidence of pre- 


vailing market price. Registrant's knowledge of prevailing market 


should, at least, have been determined by its own contemporaneous cost 


under the circumstances of this case. We do not now decide whether 


absent evidence of contemporaneous costs as indicative of prevailing 


* 
market or other evidence of such market, it would be proper to charge 


mark-up as unfair based solely on actual inter-dealer transactions 


where the evidence shows that the prices in such transactions are 


not published and are unavailable. However, under the facts of 


the instant case computation of mark-up based on the highest 




price in inter-dealer transactions forcibly demonstrates that bid 


and ask quotations obtained by telephone were not representative of 


the actual market in Vista stock since quite obviously the quoted 


prices were higher than the prices at which registrant was consis- 


tently able to purchase and also higher than the prices at which 


dealers were actually effecting transactions. Under all of the fore- 


going circumstances the hearing examiner finds that registrant, aided 


and abetted by Nash who the record shows was solely responsible for 


determining registrant's selling price to customers, willfully 


violated Section 17(a) of the Securities Act and Sections 10(b) 


and 15(c)(l) of the Exchange Act and Rule 17 CFR 240.10b-5 and 


15cl-2 thereunder in that it sold securities to customers at prices 


not reasonably related to the prevailing market prices as determined 


by registrant's same day or substantially contemporaneous cost for 


such securities and by the actual prices in inter-dealer trans- 


actions and that the prices registrant charged customers for Vista 


stock were unfair. 


Violations of Section 10(b) of the Exchange Act 

and Rule lob-6 thereunder 


The Commission's order for proceedings alleges that during 


the period October 1962 through October 1963 registrant, aided and 


abetted by Nash, Ignatoff, Finkelman and Markowitz (Phillips), bid 


for and purchased Vista stock while participating in a distribution 






is given to selling efforts and selling methods utilized. Zn addition 


to the considerable amount of stock sold publicly by registrant, we 


have already noted that registrant engaged in an intensive campaign 


to sell Vista stock by means of fraudulent and misleading representa- 


tions, failure to disclose material information to prospective 


purchasers and charging such customers unfair prices. Such methods 


are inconsistent with ordinary trading transactions and other normal 

-27 / 

conduct of a securities business. Under all of the circumstances 


the hearing examiner finds that in the sale of Vista stock during 


the period specified registrant was engaged in a continuing distribu- 


tion in willful violation of Section 10(b) and Rule lob-6 and that 


Nash aided and abetted in such violation. 


Public Interest 


The remainlng question is whether a sanction is appropriate 


in the public interest. On the basis of the record the hearing 


examiner concludes that it contains overwhelming evidence of serious 


misconduct, complete disregard of the financial welfare of customers 


and utter abdication of the fiduciary duties which a broker-dealer 


owes to his customers. The hearing examiner found that registrant 


willfully violated the anti-fraud provisions of the securities acts 


in the offer and sale of Vista stock and engaged in the practice 


-27/ See Bruns, Nordeman 6 Company, supra. 



of selling securities to customers at prices in excess of and having 


no reasonable relationship to registrant's contemporaneous costs or 


the prevailing market to the detriment of its customers. The 


practice of charging unconscionable mark-ups to customers not only 


violated the anti-fraud provisions of the securities acts but was 


inconsistent with the just and equitable principles of trade in 


contravention of Sections 1 and 4 of Article 111 of the Rules of Fair 

-28/ 

Practice of the NASD, of which registrant was a member. 


The Commission has frequently emphasized that inherent in 


the relationship of every broker-dealer with his customer is the 


implied vital representation that the customer will be dealt with 

-29/ 

fairly and honestly. Registrant's manner of conducting business 

had all the characteristics of a boiler room in which customers are 

consistently importuned to purchase low-priced speculative securi- 

ties by unwarranted misrepresentations, concerted high pressure 

efforts by telephone to sell a large volume of such speculative 

security without concern for the customers' welfare. Of the 

17 investor witnesses who testified concerning the representations 


made to them 13 were repeatedly called to make additional purchases 

-30/ 

of Vista stock. Registrant and Nash urge that a reasonable 


-28/ See NASD Manual, pp. G1, G6. 

-29/ Pinsker & Co., Inc., 40 S.E.C. 285, 291 (1960). 

-30/ The record discloses 2 investors were called on 5 different 
occasions, 3 were called on 4 occasions, 3 others on 3 occasions 
and 3 were called on 2 occasions. 



investigation of Vista was made prior to undertaking the sale of its 


securities, that Nash talked to one or more officials of the company 


and received an interim 9-month consolidated statement. The hearing 


examiner has found that the inquiry made by registrant and Nash was 


insufficient to establish a basis for the type of exuberant and 


unwarranted representations made to customers. Throughout the entire 


year that registrant sold Vista stock it never obtained financial 


statements of either Vista or any of its subsidiaries other than the 


unverified interim consolidated statement which the issuer itself 


never gave to stockholders and which registrant never furnished to 


customers. 


Nash, in addition to being president of registrant and 


admittedly exercising supervision over all of registrant's activities, 


also sold Vista stock. One investor witness testified that Nash 


represented to him that he had inside information, that the price 


of the stock would increase to $2 a share. Nothing was said to the 


investor by Nash concerning the financial condition or earnings of 


Vista or any subsidiaries. Nash denied telling the investor who 


testified as to the representations Nash made to him that Vista stock 


would rise or that it would go up to any particular price. However, 


such denial is inconsistent with his own testimony that at sales 


meetings which he held with his salesmen he told them that Vista 


stock was down in price at the time but that it was expected to rise 


and that such information should be passed on to customers. He also 




t e s t i f i e d  t h a t  he n e v e r  t o l d  customers  t h a t  r e g i s t r a n t  was unab le  

t o  o b t a i n  c u r r e n t  f i n a n c i a l  s t a t e m e n t s  from V i s t a  and t h a t  o n l y  

upon t h e  s p e c i f i c  r e q u e s t  of  a n  i n v e s t o r  would such i n f o r m a t i o n  be 

g iven .  Nash a d m i t t e d  t h a t  he was r e s p o n s i b l e  f o r  d e t e r m i n i n g  t h e  

p r i c e  a t  which Vista would be s o l d  t o  customers  and t h a t  he f u r -  

n i shed  such p r i c e s  t o  h i s  salesmen. Nash f u r t h e r  t e s t i f i e d  t h a t  

he monitored h i s  s a l e s m e n ' s  c a l l s  e v e r y  day b u t  never  heard  any 

s t a t e m e n t s  being made t o  customers  concern ing  any p r i c e  rise o r  any 

of  t h e  o t h e r  r e p r e s e n t a t i o n s  t e s t i f i e d  t o  by t h e  i n v e s t o r  w i t n e s s e s .  

However, n o t  o n l y  d i d  t h e  r e p r e s e n t a t i o n s  by a l l  of t h e  sa lesmen,  

i n c l u d i n g  Nash t s  own r e p r e s e n t a t i o n s ,  b e a r  a  s t r i k i n g  s i m i l a r i t y  t o  

one a n o t h e r ,  which s u g g e s t s  t h a t  a l l  o f  them were employing an agreed 

upon s a l e s  "p i t ch t '  which cou ld  h a r d l y  have occur red  w i t h o u t  Nash s 
-31/ 

knowledge, buc such  moni to r ing  as may have been done was obv ious ly  

i n a d e q u a t e .  The h e a r i n g  examiner f i n d s  t h a t  Nash e i t h e r  f a i l e d  

p r o p e r l y  t o  s u p e r v i s e  h i s  employees o r  d i d  s o  i n  a c a r e l e s s  and 

n e g l i g e n t  manner. Nash a l s o  u r g e s  t h a t  he  was t o l d  by r e p r e s e n t a -  

t i v e s  of  t h e  Commission t h a t  h i s  p r i c i n g  methods d i d  n o t  v i o l a t e  

t h e  law. The record  d i s c  l o s e s  t h a t  Commission employees remons t ra ted  

w i t h  him about  h i s  "big mark-ups" bu t  t h a t  Nash i n s i s t e d  he  w a s  

s e l l i n g  from a s o - c a l l e d  r i s k  p o s i t i o n  and t h e r e f o r e  h i s  p r i c i n g  

p o l i c i e s  were f a i r .  He d i s r e g a r d e d  t h e  warnings given t o  him 

-31/ See Best  S e c u r i t i e s ,  I n c ,  39 S.E.C. 931, 934 (1960) .  



r e g a r d i n g  h i s  p r i c i n g  p r a c t i c e s .  F i n a l l y ,  r e g i s t r a n t  and Nash 

assert t h a t  t h e y  s e n t  one o r  more o f  Vista's b r o c h u r e s  t o  c u s t o m e r s  

and t h a t  t h o s e  who t e s t i f i e d  r e c e i v i n g  them s t a t e d  t h e r e  was no 

material d i f f e r e n c e s  between t h e  i n f o r m a t i o n  i n  t h e  r e p o r t s  and t h e  

r e p r e s e n t a t i o n s  made t o  them. It i s  n o t  c l e a r  from t h e  r e c o r d  

whe the r  s u c h  material was r e c e i v e d  by a l l  t h e  w i t n e s s e s  who t e s t i f i e d  

b e f o r e  o r  a f t e r  t h e i r  pu rchases .  However, i t  i s  c l e a r  t h a t  no  

f i n a n c i a l  i n f o r m a t i o n  was i n  any o f  t h e  b r o c h u r e s  and s u c h  informa-  

t i o n  as was i n  t h e  material d i d  n o t  s u p p o r t  o r  was i n c o n s i s t e n t  w i t h  
-32/ 

t h e  p r e d i c t i o n s  and  r e p r e s e n t a t i o n s  made. 

The h e a r i n g  examine r  f i n d s  t h a t  Nash w i l l f u l l y  v i o l a t e d  

t h e  a n t i - f r a u d  p r o v i s i o n s  of  t h e  s e c u r i t i e s  a c t s  i n  c o n n e c t i o n  w i t h  

h i s  sales o f  Vista s t o c k ,  t h a t  he was p r i m a r i l y  r e s p o n s i b l e  f o r  

d e t e r m i n i n g  t h e  u n f a i r  p r i c e s  cha rged  by r e g i s t r a n t  t o  i t s  c u s t o m e r s  

and  a i d e d  and  a b e t t e d  r e g i s t r a n t ' s  w i l l f u l  v i o l a t i o n s  o f  

S e c t i o n s  1 0 ( b ) ( 6 )  and 1 5 ( c ) ( l )  and  Rules  l o b - 6  and  1 5 c l - 2  t h e r e u n d e r  

and t h a t  he f a i l e d  a d e q u a t e l y  t o  s u p e r v i s e  h i s  employees.  The 

h e a r i n g  examiner  c o n c l u d e s  t h a t  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  b a r  

Nash from b e i n g  a s s o c i a t e d  w i t h  a b r o k e r  o r  d e a l e r .  

A l l  o f  t h e  7 i n v e s t o r  w i t n e s s e s  who t e s t i f i e d  c o n c e r n i n g  

r e p r e s e n t a t i o n s  made t o  them by I g n a t o f f  s t a t e d  t h e y  were t o l d  t h a t  

Vista s t o c k  would r i se ,  one  o f  whom s a i d  i t  would e i t h e r  d o u b l e  o r  

-32/ See  f o o t n o t e  11, s u p r a ;  Waldeman & Co., S e c u r i t i e s  Exchange Act 
R e l e a s e  No. 7828 (1966) .  



go as high as 3-3/4. Ignatoff testified that he sold Vista stock 


from May to October, 1963, that he discounted the interim consolidated 


financial statement, a fact he never told his customers, that his 


recommendat ions were based primarily on the acquisition of the films 


by Vista. Since he never received any financial statements concern- 


ing such acquisitions and had no information whether the new enter- 


prise was operating profitably his statements concerning the rise in 


the price of Vista stock were completely unfounded. Ignatoff 


emphatically denied that he told any of the 7 investor witnesses 


that Vista stock would rise in price. In fact, he denied he made 


each and every representation testified to by the said investors. In 


light of the similarity of the representations made by Ignatoff to 


each of the investors with those made by the other salesmen of 


registrant the hearing examiner is unable to believe Ignatoff's 


denials and credits the testimony of the investor witnesses. His 

undertaking to sell such a highly speculative stock as Vista by making 

unwarranted representations and failing to disclose his lack of 

current financial information and his inability to obtain such informa- 

tion leads to the conclusion that he does not possess the qualifications 

requisite to selling securities to the public. Under all of the 

circumstances the hearing examiner finds that it is in the public 

interest to bar Ignatoff from being associated with a broker or 

dealer. 



I 

I 

S a n c t i o n  w i t h  Respect  t o  R e ~ i s t r a n t  

These p roceed ings  have been i n s t i t u t e d  pursuan t  t o  

S e c t i o n  1 5 ( b )  and 15A o f  t h e  Exchange Act.  The o r d e r  f o r  p roceed ings  

s t a t e s  t h a t  one of  t h e  d e t e r m i n a t i o n s  t o  be made i s  what,  i f  any ,  

r emedia l  a c t i o n  i s  a p p r o p r i a t e  i n  t h e  p u b l i c  i n t e r e s t  p u r s u a n t  t o  t h e  

a fo rement ioned  s e c t i o n s .  

The h e a r i n g  examiner  has  g i v e n  c a r e f u l  c o n s i d e r a t i o n  t o  t h e  

i s s u e s  involved i n  t h i s  m a t t e r  and has  ba lanced  t h e  i n t e r e s t s  o f  

r e g i s t r a n t  on t h e  one hand and o f  i n v e s t o r s  on t h e  o t h e r  and has  con-

c luded  t h a t  i n  t h e  p u b l i c  i n t e r e s t  and f o r  t h e  p r o t e c t i o n  o f  i n v e s t o r s ,  

r e g i s t r a n t ' s  r e g i s t r a t i o n  shou ld  be suspended pending f i n a l  de te rmina-  

t i o n  o f  t h e  q u e s t i o n  o f  r e v o c a t i o n .  A s  no ted  e a r l i e r ,  r e g i s t r a n t  

has  engaged i n  a campaign,us ing w e l l - r e c o g n i z e d  b o i l e r  room t e c h n i q u e s  

h e r e t o f o r e  d e s c r i b e d , t o  se l l  s e c u r i t i e s  by means o f  f a l s e  and m i s -

l e a d i n g  r e p r e s e n t a t i o n s  and omiss ions  t o  s ta te  m a t e r i a l  f a c t s .  Such 

a c o u r s e  o f  conduct  i s  p r o s c r i b e d  by t h e  a n t i - f r a u d  p r o v i s i o n s  o f  t h e  

S e c u r i t i e s  Ac t s  and i s  t h e  a n t i t h e s i s  of  f a i r  d e a l i n g .  I n  a d d i t i o n ,  

r e g i s t r a n t  is c o n t i n u i n g  t o  engage i n  a p r a c t i c e  o f  c h a r g i n g  

unconsc ionab le  mark-ups t o  cus tomers  d e s p i t e  r e p e a t e d  p r o t e s t a t i o n  by 

t h e  s t a f f  of  t h e  Commission and is engag ing  i n  p r a c t i c e s  and a c o u r s e  

o f  b u s i n e s s  which i s  o p e r a t i n g  as a f r a u d  and d e c e i t  upon p u r c h a s e r s  

and p r o s p e c t i v e  p u r c h a s e r s  o f  s e c u r i t i e s .  R e g i s t r a n t ' s  p r i c i n g  

33/ Inc luded  amone t h e  s a n c t i o n s  i n  which mav be i m ~ o s e d  under  

f o r  h e a r i n g  i s  s u s p e n s i o n  of  r e g i s t r a t i o n  pending f i n a l  de te rmin-  
a t i o n  as t o  whe the r  such  r e g i s t r a t i o n  s h a l l  be revoked.  The 
requ i rement  f o r  n o t i c e  and o p p o r t u n i t y  f o r  h e a r i n g  have been met. 



p r a c t i c e s ,  as i n d i c a t e d  above, are r e s u l t i n g  i n  charg ing  mark-ups 

ranging  from approximately 3 8 2  t o  i n  excess  o f  200%. The c o u r s e  of 

conduct engaged i n  by r e g i s t r a n t  man i f e s t s  a complete l a ck  of concern 

r ega rd ing  no t  on ly  compliance w i t h  t h e  Act and t h e  Rules bu t  w i t h  

b a s i c  s t anda rds  of  f a i r  and honest  d e a l i n g  w i t h  t h e  pub l i c .  Such 

a record of  p e r s i s t e n t  v i o l a t i o n s  should no t  be t o l e r a t e d ,  nor  

should t h e  pub l i c  be sub j ec t ed  t o  t h e  hazards  of a b roke r -dea l e r  

r e spons ib l e  t h e r e f o r .  

The Commission has  held t h a t  i n  cons ide r ing  whether pub l i c  

i n t e r e s t  r e q u i r e s  suspens ion ,  t h e  ques t i on  is whether t h e  record  

c o n t a i n s  a s u f f i c i e n t  showing of misconduct t o  i n d i c a t e  t h e  l i k e l i -  

hood t h a t  r e g i s t r a n t  w i l l  be found t o  have committed w i l l f u l  v i o l a -

t i o n s  o r  any of t h e  o t h e r  grounds p r e sc r ibed  w i th  r e s p e c t  t o  

-3 4 /  
r evoca t i on  i n  Sec t i on  f 5 ( b )  w i l l  be e s t a b l i s h e d  and t h a t  r evoca t i on  

w i l l  be requi red  i n  t h e  pub l i c  i n t e r e s t .  The hea r ing  examiner is 

s a t i s f i e d ,  on t h e  record i n  t he  i n s t a n t  c a s e ,  t h a t  r e g i s t r a n t  has 

engaged i n  such s e r i o u s  misconduct and w i l l f u l  v i o l a t i o n  of t h e  

s e c u r i t i e s  a c t s  and t h e  r u l e s  thereunder  t h a t  publ ic  i n v e s t o r s  would be 

jeopardized by r e g i s t r a n t ' s  con t inu ing  t o  d e a l  wi th  them d u r i n g  t h e  

more extended i n t e r v a l  which de t e rmina t i on  of t h e  i s s u e s  r e l a t i n g  
-351  

t o  revoca t ion  would e n t a i l .  That t h e  record  con t a in s  a s u f f i c i e n t  

-341 See A .  G .  B e l l i n  S e c u r i t i e s  Corp., 39  S.E.C. 178, 186 (1959);  
Peerless-New York. Incorpora ted ,  39  S.E.C. 712, 715 (1960).  

/ D. H. V i c to r  & Company, Inc. ,  40  S.E.C. 689, 691 (1961).  



showing of  misconduct  i s  demons t ra ted  by t h e  f i n d i n g s  and c o n c l u s i o n s  

s e t  f o r t h  h e r e i n  above and t h a t  r e v o c a t i o n  w i l l  be  r e q u i r e d  i n  t h e  

p u b l i c  i n t e r e s t  i s  c l e a r .  Accord ing ly ,  t h e  h e a r i n g  examiner f i n d s  

t h a t  i t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  revoke r e g i s t r a n t ' s  r e g i s t r a t i o n  

as a b r o k e r  and d e a l e r  and i t  i s  i n  t h e  p u b l i c  i n t e r e s t  t o  e x p e l  

r e g i s t r a n t  from membership i n  t h e  NASD. 

The h e a r i n g  examiner f u r t h e r  f i n d s  t h a t  t h e  s e r i o u s  

misconduct  and c o n t i n u i n g  w i l l f u l  v i o l a t i o n s  should  n o t  be p e r m i t t e d  

t o  p e r s i s t  and that it i s  i n  t h e  p u b l i c  i n t e r e s t  and f o r  t h e  p r o t e c -  

t i o n  o f  i n v e s t o r s  t h a t  r e g i s t r a n t ' s  r e g i s t r a t i o n  be  suspended pending 
-36/  

f i n a l  d e t e r m i n a t i o n  on t h e  q u e s t i o n  o f  r e v o c a t i o n .  

Washington, D. C. 
March 29,  1966 

Revised (Page 33) 

A p r i l  4, 1966 


-36/  To t h e  e x t e n t  proposed f i n d i n g s  and c o n c l u s i o n s  s u b m i t t e d  by t h e  
p a r t i e s  are i n  a c c o r d  w i t h  t h e  v iews set f o r t h  h e r e i n  t h e y  are 
s u s t a i n e d  and t o  t h e  e x t e n t  t h e y  are i n c o n s i s t e n t  t h e r e w i t h  t h e y  
are e x p r e s s l y  o v e r r u l e d .  


