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ACCOUNTING AND AUDITING ENFORCEMENT
Release No. 491 /September 30, 1993

ADMINISTRATIVE PROCEEDING
Ftle "No. 3-8194-

\.ORDER INSTITUTING
PUBLIC ADMINISTRATIVE
PROCEEDING~ PURSUANT TO
SECTION 9(b) OF THE
INVESTMENT COMPANY I~CT ,.
OF 1940, MAKING FINDINGS
AND IMPOSING REMEDIAL
SANCTIONS

In t~e Matter of

DANlrL 6~ WESTON

1.
The Secur it i es and Exchange Commiss ion (" Commi ss i on" ) d ee"s

it appropriate and in the pUblic interest to institute pUblic
admInistrative proceedings, pursuant to Section 9 (b) of the
Investment Company Act of 1940 ( "Investment Company Act") ag a i nst
DanielD. Weston ("Weston" or "Respondent"). . In anticipation of
the iristi~tion Of these prOCeedings, Respondent has sU~itted an
Offer of Settlement to the CommisSion, which the Commission has
determined to accept. Solely for the purpose of these
prOCeedings and any other proceedings brought by or on beha 1 f of
the Commission or in which the Commission is a party, and without
admi'ttingor d'''Ying the findings set forth, herein, except that .
ResPÖnäent admits the jurisdiction of the Commission OVer him and.
OVer tlle SUbject matter of this proceeding ,Respondent consents
to th& .ntry of the findings and remedial sanctions set forth
below.

.. AccOrdingiy, IT IS ORDERED that proceedings pursuant to
Section 9 (b) ,of the Investment Company Act be, and hereby are,
insti tuted .
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II.
On the basis of this Order Instituting Public Administrative

proceedings pursuant to Section 9 (b) of the Investment Company
Act of 1940, Making Findings and Imposing Remedial Sanctions
("Order") and Re~pond7nt: s Offer of Settlement, the Commission
makes the following findings: ii

A. THE RESPONDENT

Daniel D. Weston ("Weston"), 68 years old, resides in
westlake Village, California.' From the Company's inception in
1969 through December 1990, Weston served as Chairman of the
Board of Directors and President of CCRS. On February 12, 1993,
the United States District Court for the Central District af
California permanently enjoined Weston from future violatio'ns or
aiding and abetting violations of Section 17 (à) of the Securities
Act of 1933, sections 10(b) and 13(a) of the Securities Exchange
Act of 1934, and Rules 10b-5,' 12b-20, 13a-1 and 13a-13
thereunder, and Section 34 (b) of the Investment Company Act.
Weston consented, without admitting or denying any of the
allegations contained in the complaint, except as to Jurisdiction
which was admitted, to the entry of the final judgment of
permanent injunction. Securi ties and Exchanqe Commission v.
CorDorate Caoital Resources. Inc.. et. aL., Civil Action No. 92-
7001 WJR (JRx).

B. OTHER ENTITY INVOLVED

Corporate Capital Resources, Inc. (UCCRS"), was incorporated
in Delaware in 1969 and had its principal place of business in
Westlake Village, California. CCRS is registered as a Busines~
Development Company ("BDC") under the Investment Company Act; its
securities are registered with the Commission pursuant to Section
.112 (g) of the Securities Exchange Act of 1934 ("Exchange Act") .

C. CCRS' FALSE AND MISLEADING ASSET VALUATIONS

For the periods ended September 30, 1988, through March 31,
1990 ("the relevant period"), CCRS issued false and misleading
tinancial statements that materially overstated the value of its
hOldings in various portfolio companies ("investee companies") .
¡I Each overvaluation was material to CCRS' financial

.1 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.

In the same cause of action discussed above, the U. S.
District Court for the Central District of California also
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statements. They resulted in overstatements Clf net asset va.lue
ranging from 7l to 92l. These materially false and miSleading
financial statements were contained i" the CQlpany's periodic
filings with the. Commission and were used to sell securities to
the public.
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DUring the' relevant periOd, WestCln served as a member ,of the'
ValUation Committee and was one of the individuais respClnsible
for setting the' valuations of the investee companies., The
fQllc;wing describes his, cClnduct and .the resulting viOlations, o.
the feder-al l;1iCui;,tti~'s 'laws ~ . .' . '.. :

In at, leàst fourteen instances ,CCRS improperly claimed'
c;wnership in investee' companies ,and/or improperiy, valued these
assets. In four of the' fourteen instances, CCRS ~d not eVen ~
the investee companY'shares listed as assets. In an additional
two instances, CCRShidbreaohed its Obligations under the
acquisitión contra'ct and therefore had ,no legaiiy' enforceable
claim Clf ownership 

'of the Subje,ct shares. In another fClurinstanceS;CCR$ COuld not claim 

ownership right", ,under the, ,acquisi tion contract because as of the clClse of the accClunting,
period, the contracts were executory. 'Inc¡usion Clf 

these shares
as "hOldings. by CCRS was imprClper under Generaiiy" Accept,ed' "

ACcounting Principles. "',
I
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Regardless of whether CCRS' claim Clf c;wnership'in its
variClUS hQldings w,as, su,pPClrtable, CCRS' valuation "methods"'we!re
improper under the applicable accClunting literature and the
requirements of the Investment -Company Act. CCRS did not'value
its investee' company' shares at what it Could rea'listicaiiy expect
to realize UpCln thi;ir ",urrent sale. r;ns.tead, CCRS used reta.il'" ,
indicationsOfinterest 'appearing in the' Nationàl Q,uClt;tión, ' ' " ,
BUreau pink s,heets' as "market quCltes," , multiplied themtiiíes ,the ,
nUmber of shares purpc;rted~y held and applied a haircut.'. ,

The reSUlting valuations ,Were flawed. ' First, the pink sheet
indicatic;ns of 'interestwi;re not firm as tCl any quantity, 'let

alone 'the millic;lis ,Of shares OÍ!ed bý CCRS. Second, tlje method
Whoiiy ignored" the urider lying f inancia 1 eondi tion and business
prOSpects Clf the investee cClmpanies. MClSt were unprClfitable, " '
and/or insCllvent. CCRS' Valuation implied that thi;,$e oompanies
had total market values running into th~, millions of'dQii"rs., '

11 (. . . continued) . .
permanently enj,Qined defendants CCRS, Lloyd, Illonder, R~
MarVin Mears and Morris Lerner from' futUre viOlatIons or
aiding and 'abe,tting. viCllations 'Clf SectiCln 17 (a) Clf the
Securitie's Act of 1933, Sections 10 (b) and 13 (a) of the
Securities ExChange Act of 1934, and Rule 10b-S, 12b-20,
13a-1 and 13a-13 thereunder, and SectiCln 34 (b) of the
Investment Company Aèt.

I . r; i. ,
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The vaiuat~ons were al~o suspect bec~u~e on numerous occasions,
CCRS "acquired" a holding and days later claimed it had a value
several times the cost .., ",... . '..u' . ... ',.. ":_" ,.,'

Ie

CCRS' FALSE AND MISLEADING NARRTIVE DISCLOSURE REGÂRDING
ïHE VALUATION PROCESS

CCRS' periodic filings with th'e"c'ôinission were also faJse
and misleadingwìth respeèt't.o the nar_rati ve description "of the
vaiuation process. CCRS' "portfolio Evaluation Policy'" ". ..
("Vaiuation Policy") was adopted by the Company's aoard òf
Directors and was contained in all of CCRS' filings with .the
commission during the relevant period. CCRS' Valuation PÔ'licy
called for the company's Board of Directors to periodically value
the Company's portfolio but noted that, in 

making its \

determinations, the Board could act on recommendations submitted
by its Valuation Committee.

D.

~

with regard to restricted' sècurities, the Valuation poiicy
stated that valuations will be set "in such manner as reflects
their fair value in the opinion of the Board of 

Directors acting

in good faith." Several specific factors for determining fair
value of restricted 

and freely-trading securities were
identified. CCRS failed to 

fOllow its stated Valuation Policy.

Although CCRS' periodic filings set forth an elaborate and
thoughtful method for valuing its portfolio, in practice, this
valuation policy was all but ignored. In effect, CCRS' valuation
. process consisted of Weston setting the valuations of CCRS'
holdings.

E. THE ROLE OF THE RESPONDENT

. During the relevant period, Weston served as a Valuation
Committee member as well as Chairman of the Board of Directors
~nd CCRS' President. Acting alone, weston drafted and
interpreted CCRS' Valuation Policy.

On a quarterly basis, Weston would prepare an individual
'~Investee Company Valuation Review" ("Valuation Sheet") for each
investee company. The Valuation Sheets indicated the number of
shares CCRS owned, acquisition date, cost of acquisition, the
purported "market quote" as of the last day of tbe quarter,
stated fair value and the stated method used in arriving at the
s~ated fair value. In theory, the Valuation Sheets were to be
discussed at meetings of the Valuation Committee.

. There was little discussion, however, among the Valuation
Commi~t7e members regarding CCRS' valuations of investee company
secu:i ties. The Valuation Committee did not hold any regular
meetin~s or conduct any independent research to determine if the
valuations Weston assigned to the holdings in individual investee
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companies were in fact fair and reasonable. They did not review
any documents sucQ as pricing information or financial statements
of the investee companies. They did not consider any of the
other supposed criteria listed in CCRS' periodic reports. They
did not examine lithe proportion of the issuer's securities which
are held by (CCRS) and the ability of (CCRS) to dispose of large
blocks of securities in an orderly manner. ii They"did not inquire
as to the "price and extent of public trading in similar
securities of the issuer or comparable companies." They did not
ask for or review "special reports prepared by analysts". or
"information as to any transactions or offers with respect to the
security. ii They did not even meet to discuss tae valuationsprepared by Weston. '

With only one exception, the Valuation Committee routinely
approved the Valuation Sheets prepared by Weston. These were
then sent to the remaining members of the Board of Directors for
approval.

The remaining directors did not have any knowledge 
as to howthe Valuation Committee valued CCRS' portfolio and no role in the

valuation of CCRS' portfolio other than to approve the ValuationCommi ttee' s recommendations. They did not attend regular
meetings held by the Board of Directo~s. They did not conduct
any valuation inquiry' and were not familiar with the method used
in valuing investee companies in CCRS' portfolio. They cUd not
review, nor did they ask to review, contracts, pricing .
information, stock certificates, or financial statements of the
underlying investee companies. They did' not consider' the
valuation criteria they claimed to be reviewing as outlined in
CCRS' periodic reports with the Commission. Without exception,
the Board of Directors routinely approved whatever Weston,' as a'
member of the Valuation Committee, recommended and then signed'
CCRS' filings.

Weston knew that CCRS' was listing investee ~ompany shares as
assets even though no consideration had passed from CCRS to the
investee companies. He knew that CCRS had listed as assets
certain investee company shares when CCRS had previously breached
the acquisition agreement. He knew that CCRS had also listed as
assets, investeecompany shares in which the Company could not
claim ownership rights because the acquisition contracts were
executory .He knew that CCRS did not value its investee company
shares at what it could realistically expect to realize upon
their current sale. In fact ,Weston knew that CCRS valued
investee companies at amounts exceeding twenty times cost just
days after they were acquired. He also knew that CCRS did not
value its portfolio using the method set out in its periodic
filings since he drafted CCRS' Valuation Policy.

Weston read and approved the draft filings, signed CCRS'
reports as President and filed them with the Commission. He
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signed the Forms N-2, 10-Ks, 10-Qs and amendments thereto.

In view of the foregoing, Respondent willfully:

1. violated Section!7 (a) of the Securities Act of 1933;

2. violated Section 10 (b) of the Securities and Exchange
Act of 1934;

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

of
the Securities and 

Exchange Act of 1934 and Rules 12b-20, 13a-l
and 13a-13 thereunder; and
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violated Section 34 (b) of the Investment Company Act of

III.
\.

Based upon the foregoing, the Commission 
deems it

appropriate and in 
the public interest to impose the sanctions

specified in the 
Respondent's 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.

~y the Commission.

Jonathan G. Katz'
Secretary
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ADMINISTRATIVE PROCEEDING
l'ileNo. 3-8 i 95

In the l-1atter of
ORDER INSTITUTING
PUBLIC ADl-HNISTRATIVE
PROCEEDINGS PURSUA~T TO
SECTION 9(b) OF THE
INVESTMENT COMPANY ACT
OF i 940, i~KING FINDINGS
Aim IHPOSING REHEDIli.L
SANCTIONS

LLOYD BLONDER

1.

't ThE! Securities and Exchange Comnission ("commission") dee:".s
it appropriate and in the public interest to institute public
administrative proceedings, pursuant 

to Section 9 (b) of the
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