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siqned the Forms N-2, lO-Ks, lO-Qs and amendments thereto.
 

~ In view of the foregoing, Respondent willfully: 
:s 

1. violated section 17 (a) of the Securities Act of 1933;
 

2. violated Section lO(b) of the Securities and Exchange
 
Act of 1934;
 

of
3. aided and abetted CCRS' violations of section 13 (a) 


the Securities and .Exchange Act of 1934 and Rules 12b-20, 13a-1
 
and 13a-13 thereunder; and
 

4. violated section 34 (b) of the Investment Company Act of
 
1940.
 

III. 
\, 

Based upon the foregoing, the Commission deems it
 
appropriate and in the public interest to impose the sanctions
 

Respondent'sspecified in the Offer of Settlement.
 

Accordingly, IT is HEREBY ORDERED that Respondent be, and he
 
hereby is, barred from association with any broker, dealer,
 
municipal securities dealer, investment adviser or investment
 
company. 

By the Commission.
 

Jonathan G. Katz
 
. Secretary 

INVESTMENT COl-1PANY ACT OF .1940 
Release No. 
 19755 ¡September 30; 199:3 
ACCOUNTING AND AUDITING ENFORCEMENT
 
Release No. 492 ¡September 30, 199'3
 

ADMINISTRATIVE PROCEEDING
 
¡'ile No. 3-8195 

In the l-1.atter of 

LLOYD BLONDER
 

ORDER INSTITUTING
 
PUBLIC ADHINISTRATIVE 
PROCEEDINGS PURSU¡i.l~T TO 
SECTION 9 (b) OF THE
 
INVESTMENT COMPANY ACT
 
OF 1940, HARING FINDINGS
 
Aim. IHPOSING REHEDIJ..L
 
SANCTIONS 

1. 

The Securities and Exchange Comnission ("Commission") deE;:.~, 
it appropriate and in the public interest to institute public

administrative ~roceedings, pursuant to section 9 (b) of the 
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Investment Company Act of 1940 (" Investment Company Act") against
 
Lloyd Blonder ("Blonder" or "Respondent"). In anticipation of
 
the institution of these proceedings, Respondent has submitted an
 
Offer of Settlement to the Commission, which the Commission has
 
determined to accept. Solely for the purpose ~f these
 
proceedings and any other proceedings brought by or on behalf of
 
the Commission or in which the Commission is a party, and without
 
admitting or denying the findings set forth, herein, except that
 
Respondentadmi ts th¿ jUl isdiction of the commission over him and
 
over the subject matter of this proceeding, Respondent consents
 
to th~ entry of the ,findings and remedial sanctions set £orth

below. 

Accordingly, IT I S ORDERED that proceedings pursuant to
 
section 9 (b) of the Investment ,Company Act be, and hereby are,

instituted. II.
 

\ 
On the basis of this Order InstitutÏ;ng Public Administrative
 

Proceedings Pursuant to section 9 (b) of the Investment Company

Act ,Making Findings and imposing Remedial Sanctions ("Order") 
and Respondent' sOff er of Settlement, the commission makes the
 
following findings: ~¡
 

A. THE RESPONDENT
 

Lloyd Blonder, 54 years old, is a resident of Agoura Hills,
 
California. During the period september 30, 1988 to March 31,
 
1990 ("the relevant period"), Blonder was a director of corporate
 
capital Resources, Inc. and served on its Valuation Committee.
 
On April 23, 1993, the unitei; states District Court for the
 
Central District of California permanentiy enjoined Blonder from
 
future violations or aiding and abetting violations of Section
 
17(a) of the Securities Act of 1933, sections 10(b) and 13la) 9f
 
the Securities Exchange Act of 1934, and Rule 10b-5, 12b-20,
 
13a-l and 13a-13 thereunder, and section 34 (b) of the Investment
 
Company Act. Blonder consented, without admitting or denying any


in the complaint, except as to
 
jurisdiction which was admitted, to the entry of the final
 
judgment of permanent injunction. .
 

of the allegations contained 


INVOLVEDB. ENTITY 


1. Corporate capital Resources, Inc. ("CCRS"), was
 
incorporated in Delaware in 1969 and had its principal place of
 
business in Westlake village, California. CCRS is registered as

a' Bu.siness Development Company ("BDC") under the Investment 
Company Act; its securities are registered with the commission
 
pursuant to Section 12 (g) of the Securities Exchange Act of 1934
 
( II Exchange Act"). From the company's inception through December
1990, Daniel Weston served as Chairman of the Board of Directors
 
and President of CCRS.
 

~¡ Any findings contained herein are solely for the purpose of 
these proceedings and are not binding on any person or
 
entity named as a respondent in any other proceedings.
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c. ktRS' FALSE AND MISLEADING ASSET VALUATIONS
 

For the per iods ended September 30, 1988, through March 31,
 
1990 ("the relevant period"), CCRS issued financial statements
 
that. materially overstated the value of CCRS' holdings in various
 
portfolio companies (" investee companies"). i./ Each
 

"overvaluation was matèrial and resulted in. overstatements of net
 
ranging from 7% to 92%. These materially false and


'asset value 


;'.misleading financial statements were contained in the company's
 
, periodic filings with the Commission and were used. to sell

¡; . securities to the public. During the relevant period, Blonder 
served as a director and Valuation Committee member of CCRS and
 
was one of the individuals responsible for setting the valuations
,of the lnvestee companies. . 

In et least fourteen instances, CCRS improperly claimed
 
ownership in investee companies and/or improperly valued these
 
assets. In four of the fourteen instances, CCRS did not even own
 
the invéstEie company shares iisted as assets. In an addi ti'9nal
the 
two instances, CCRS had breached its obligations under 


acquisition contract and therefore had no legally enforceabie
another four. 
claim of ownership of the subject shares,. In 


instances, CCRS could not claim ownerShip rights under the

acquisi tion contract because as of the close .of the accounting 

of these 
 sharesInclusion 
period, the contracts were executory . 


as "holdings" by CCRS was improper under Generally Áccepted

Accountlng Principles. .
 

Regardless of whether CCRS' claim of ownership in its
 
various holdings was supportable, CCRS' valuation "methods" were
 
improper under the applicable accounting literature and the
 
requirements of the Investment Company Act! CCRS did not value
could realis1:icalJ.y expectwhat it
its investee company shares at 


to realize upon their current sale. Instead, CCRS, used retail
 
indications of. interest appearing in. the National Quotation
 the ' 
Bureau pink sheets as "market quotes", multiplied them times 


number of shares purportedly held and applied a haircut. .
 

sheetflawed. First, the pink
The resulting valuations were 


indications of interest were not firm as to any quantity, let
 
aione the millions of shares owned by CCRS. Second, the method
business 
wholly ignored the underlying financial condition and 


prospects. of the investee companies. Most were unp,rof i table
these companies


and/or insolvent. CCRS' valuations implied that 
 the millions of, dollars.had total market values running into 


The valuations were also suspect because on numero~~ occasions,
a value 
CCRS "acquired" a holding and days later claimed it had


several times cost. .
 

11 The U. S. District Court for the CentraI' District of 
California permanently enjoined defendants CCRs,Daniel
 
Weston, R. Marvin Mears and Morris Lerner from future
 
~iolations or aiding and abatting violations of section
 

1933, sections .10(b) and
 
13 (a) of the Securities Exchange Act of 1934, and Rule lOb­
17(a) of the Securities Act of. 


34 (b) of

S, 12b-20, 13a-l and 13a-13 thereunder, and section 


the Investment Company Act.
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D. CCRS' FALSE AND MISLEADING NARTIVE DISCLoSURE REGARDING
 
TH~ VALUATION PROCESS
 

CCRS' periodic filings with the Commission were also false

and'misie,ding with respect to the na~afive' des6ription of the
 
vai",tion process. CCRS' "Portfolio Evaluation POlicy" ' ,
 
C!'V"l""tion,poliCY") was adoPted by the Company's Board of 

,llireC,tors and was contained in all of CCRS' filirigs with 


Commission during the relevant period. CCRs' Vàluationpoiicy
 
called for the Company'S Board of Directors to periódi'caiiy value
thethe Company'S Portfolio but noted that, in making its
 
determinations, the Board could act on recommendations submitted
 
by its Valuati9n COmmittee.


Wit,h rE!gard to r'estricted securities, the'Valuation Policy

stated that. V;;luations will be set "in such m;;nner' as reflects
... j , \.
their f;;iryalue in the opinion of the Board of Directors acting
 
in gOod fait!)." Several specific factors for determining fair
 
value of restricted and freely-trading securities were
 
lieritified. CCRs failed to foiiow its stated Valuation Policy,
 

In practice, Weston had Sole controi Over the valuafion of

CCRS' portfolio. During the relevant period, We$ton served as a
 
Valuation Committee member as weii as Chairman of the Board of
 
Pirectors and CCllS" President. Acting alone, Weston drafted and
 
interpreted. CCRS' Valuation Policy.
 

, °11 a quarteriy 
 basis, Weston wOUld prepare an individual
"th"estee Company ValUation Review"C",Valuation Sheét") for' each 
investè", COmpany. The ,Valuation Sheets indicated 


shar,,s' CCRS owned, acquisition date,


purp6rted "market quote" as of the last day of, the quarter;'the number' of
cost of acquisition, fhe
stated fair value and the stated methodusèd in arriving at'the
 
stated ,fair Value. In theory, the Valuation Sheets Were to be
 
discussed at meetings of the Valuation 


COmmittee.
"There w;;s little discussion,' however, among the Valuation


CÓlitteemembers regarding CCRS' valuations of investee company
 
,securities. The Valuation Committee did not hold any 


meetings or conduct any independent research to determine if the
 
valuations Weston assigned to the hOldings 
 regular
compi;nies were in fact fair and J;easonable. The Valuation
 
Coiiittee did not review any documents 'such in individualinvestee

information or financial statements of the investee companies. 

as contracts, pricing i~'
With only one exception, the Valuation Committee routineiy
 
approved the Valuation Sheets prepared by Weston. These were
 
then sent to each individuai member of the Board of Directors for
 
approval. ' 
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!HE ROLE OF THE RESPONDENT
E. 

CCRS' registration statement and periodic reports held
 
Bionder out as a Valuation Committee member who was responsible
 
for substantially participating in the valuation process. He
 
completelY failed to do so. There were no regular meetings of
 
the Vaiuation Committee, nor did CCRS or Weston supply any
in the Valuation Committee's determination of
 
documents to aid 


the fair value of CCRS' holdings in the investee companies. 11
 
The Vaiuation Committee did not conduct any independent research
 
to determine if the valuations Weston assigned to the holdings in
 
individual investee companies were in fact fair and reasonable.
 
Bionder never dissented from a valuation supplied to the
 
valuation committee. Wi thout exception, he merely approved
 
whatever valuations Weston recommended. He then signed CCRS'
filings. \


Blonder knew that the narrative disclosure contained in
 
and misleading. He knew that


CCRS' periodic filings was false 


the Val~ation Sheets contained essentially only the number of
 
shares owned, the acquisition date and the cost. He knew that
 
CCRS' periodic reports listed specific factors which were to be
 
considered in valuin~'its securities, and ~hat he had n6t
 
considered these factors. For example, Blonder knew that he had
 
not reviewed the financial statements' of the portfolio companies.
 
He knew that he' was. not examininglttheproportion of the issuer's
 
securities which .are held by lCCRS) and the ability of lCCRS) to
 
dispose of large blocks of securities in an orderly manner." He
 
knew that there was no inquiry made as to "the price and extent

of public trading in similar securities of the issuer or 
comparable companies," as stated in CCRS' periodic reports and
 
registration statement. He knew that he never asked for or

reviewed "s;pecial reports prepared by analysts" or II information
as to any transactions or offers with respect to the security, It 
as further described in CCRS' filings with the Commission and in
 
fact, that he did not even meet to discuss the valuations
 
prepared by Weston.
 

. Blonder also knew that the valuation figures were
 
insupportable. Even with the limited information contained in
 
the Valuation Sheets, Blonder knew that CCRS was acquiring
 
holdings on one day and then valuing them at huge multiples days
 
later. Nonetheless, Blonder approved the quarterly valuations
 
which appeared in the Forms 10-Q ,signed CCRS' reports on Form
 
10-K filed with the Commission and signed the registration
 
statement used to sell CCRS' shares to the public.
 

11 From time to time, Blonder received contracts relating to 
the acquisition of an investee company's shares but '
 
generally he approved Weston's proposed valuations based
 
only on the Valuation Sheets.
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In view of the foregoing, Respondent willfully:
 

1. aided and abetted CCRS' violation of Section i7 (a)
 
the Securities Act of 1933;
 

2. aided and abetted. CCRS' .violat.io.rt$ .otS~ctJon iOJb)
 
the Securities and Exchange Act of 1~34. an.aRuJe10b~s.


.' ",


thereunder; 

3 . aided and abetted
 ". .~

CCRS'. violations. of .Sectiçn 13.,(a) o~r
the Securities and Exchange
 
Act of 19~4. and' :RuJ:es: i.~h~.20, 13a-:;LE
and ¡3a-13 thereunder; and
 

4. aided and abetted CCRS'viC)lations pf Section 34 (b) ..~... 

the Investment Company Act of. 1940. . . '. . " . ..~ 

'III~ .-. '. . ". '. '. ", ','. ". .. . . '.. '. .. .
Based upon the foregoing, the Conuissi.oll(Jeeirs.it.. .
appropriate and in the pUbL.ic iflteres.t to impose th.e:sán..ctions 
specified in. the Respondent's Offer of Settleineht~ . .
 

Accordingly, IT is HEREBY ORDERED that .R.espondentbe.~ and he

hereby is, barred from associationw.ith any. pr()k~r~a~.aiêr, 
municipal $ecur i ties dea.ler, .investnient .advi~~r' ør., ihve~tme.nt
company. .. 

By the Commission.
 

.Jonathan. G. Ka.ti 
Secretary... 

.' " 
',. -'I'
 

;, 

~ 
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