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The Commodity Futures T réding‘ Commission (‘_‘Comission”) has received information
from its staff that tends to shiow, and the Commission's Divisi_oﬁ of Enforéement (“Di,vision”)‘
glleges and is preﬁared to prove, that: |

1. | South Coastf'.CQIﬁmodit_ies, Inc. (“South Coast”) is a Florida corporation with its
p_rﬁ_icipal place of business at 700 N. Hiatus Road, #203, Pembroke Pines, Florida, 33’026.,

2; . Since January 31, 2005 South Coast ha.é been i'egistered' with the Commission as.
an Introducing Broker (“”) pursuant to Section 4d and in accordance with Section 4f of thé
Commodity Exchange Act, as amended (“Act”), 7 U.S.C. §§ 6d and 6f (2002).

3. OnAugust2, 2004, the Conmission filed a Complaint, and on October 28, 2005
filed an Amended Corﬂplaint, 'all'eging that, beginning in J. ar.maryZOO?s and continuing through at
least 2005, South Coast’s prédeg:essof corporation, Worldwide Commodity Corporafion :
(“Worldwide”), fraudulenﬂy solicited prospective customers to open accounts to tradé éptions on
futures contracts by knowingly misrepresenting and failing to disclosé material facts conéemingi

among other things: (i) the likelihood that a customer would realize large profits from trading )



commuodity options; (ii) the risk involved in trading commodity options; and (iii) Worldwide’s
.- poor trading record, in light of the profit representatlons made, in v1olat1on of Sectlon 4c(b) of

the Act, 7U.S.C. § 6c(b), and Commission Regulatmn (“Regula‘tlon”) 33.10(a) and (c), 17

CFR.§ 33.1‘0(3) and (c) (2004). The Commlsswn 5 Amended Complaint charged, among

other things, that South Coast was liable for WorldWide’s illegal conduct as a succesé.or

corporation.
4. . On September 19, 2006, the United States District Court for the Bastern District
of Pennsylvania entered a Consent Order of Peﬁna’nent Injunction and Equitable Relief against

" Worldwide and South Coast (“Consent Order”) ifi the federal civil injunctive action ,sfyled

Commodity Futures Ti rading Commission v. Worldwide Commodity Cozpora;ion.,_ etal., No. CV
2-04-cv 3461 (E.D. Pa). . | |
| 5. The Consent Order found that beginning no later than January 2003 and -
| continuing through J anuary 2005, Worldwxde through its Ass001ated Persons (“APs”) sohmted‘
“members of the general public to open accounts to trade co'mmodity optiohs. In telephone. sales |
- cal‘fls WOﬂdwidé’s APs made u'niform and-cohsiStent rrﬁsrepresentétions regarding the ris‘ks and |
rewards of tradmg commodity options. In partlcular Worldw1de s APs engaged in fraudulent
sales solicitations by knowingly rmsrepresenhng and fa111ng to disclose material facts 7

concerning, among other things: (i) the profit potenual of commodity options; (11) the risk

involved in trading commodity options; and (iii) Worldwade s poor trading record. The Consent
Order found that Worldwide’s customers relied on theée material mi.srepresenfafions in making

their decisions to purchase commodity options.

6. The Consent Order concluded that Worldwide, through its APs, in connection
with an offer to enter into, the entry into, the confirmation of the execution of, or the
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maintenance of commodity_optioﬁs-trails?actions, defrauded, deceived, ot attenipted to defraud of
deceive, other persons ny making false, deceptive, or misleading representations ‘of material facts
and by failing to disclose material facts ngé.e’ssary télmake other facts disclosed not misleading to
customers, all in violation of Section 4c(b)' of the Act, 7 U.S.C. § 6¢(b), and Regulaﬁdn‘ 33.10(a)
and (c), 17 C.F.R. § 33.10(a) and (c). The Coﬁsent*Order also determined that as a successor B
corpor‘étion to Worldwide, South Coast was liab_le for the ﬁfaudulent acts; mistepresentations,
and omissions of Worldw‘ide’s AP;, whlch occurred w1th1n ﬁne scope of thcir e’mpio'ymeht With
W&ldwi&c. Worlciwide and South .Co_ast’agreed to the entry of the Consentv_Orciéf that made
these findings of fact ahd-conciﬁsions df law | -
7. Asaresult, ?he CQnsént Otc_iér‘:
a Pgﬁnangéhtly enjoins South Coast from violating Section 4e(b) of the Act
and R_egulaﬁon 33',‘"1‘*0’(a)v and (é), and specifically ﬁ'Om engaging in any
comimodity‘ ‘sazlcs sdlicitatioﬁé to‘.;:us'tomers that:b i) miérepi‘esent the profit
»pote_nﬁai in cofrnnoditiés,trading; ii) omit to state that the commodities market
already factors into the price of commodities any seaéongl 5trﬁﬁds -axr,ld'o"ther._well-;
known ma‘,ijket-e\(énts;_ 1ii) omit material facts_,neﬁessafy to make other faéts
“disclosed not mlsleadmg to a customer; iv) ornit to providé'the actﬁ'a‘l track fecord _
of the'.bbroker or firm if the potential for profit is discussed; an(i V) omit or
downplay the risks 'invélved in commodity trading; regardless of whether the _ |
customer has signé.d a standard risk disclosure statement; |
) b. P-ermapeﬁtly_énjbins South Coast from direétly or indirectly engaging in
any commoditieé trading that is subject to the rules ‘of a contract market or, |
pursuant to Section 5a of the Act, a Derivatives Transaction Execution Facility in
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a.hy account: i) that is held in the name of a defendant; ii) in which a defendant
has a direct or indirect financial interest; or iii) heid in the name of any other
perSon; and |

C. Orders South Coast to pay over $5 million in restitution to-defrauded
CustOmers.

8. Pursuant to Section 8a(2)(C) of the Act, 7 U.S.CV. § 12a(2)(C), the Commission
may revoke the registration of any pérsdﬁ' “i-f_ such pers'dn is pérmanchﬂy or temporarily enj 6ined'
by .ordex;,_ : j.udginent,- or decreé of any court 'of competent jmisdictibon, 'ilﬁcludiﬁg an order entered
pﬁrsuanf to an agreemeht of settlerxient.'tb whxoh the Commissioﬁ ér any Federal or State agency
of other goverﬁme}mta‘l body is a party, from ... eﬁgaging inor continumg any activity where
such acﬁvity irivolves ... fraud.” Furthermore, undéf Sectibn 8a(2)(E) of the Abt, 7US.C. §
12#(;2)(13)-,‘ thé Commission may r‘evoké? the registration of any per‘s‘on:“if’such persen, within ten
years ... has been foﬁnd'in a pfoceeding brougﬁt by the Commiséion or any Federal or State.
agency or other éqyemmental boly,v or by a‘g’reemenf cﬁ-’ settlenient to whxch the Commission or
aﬁy F\ede‘ralsv_ or State égency or .othe_r governimental b:'ody'is aparty {] 10 have violated any
provision,vofﬂais cﬁapter ... where such violation involves . .. fraud.”

9, The facts set forth in_ paragi'éphs'l through 7, above, @nstitute a valid basis for
the Commission to disqualify. s,oﬁth Coast from registration. )

| _ | II.

PurSu#n,t to Section 3.60(a), 17 C.F.R. § 3.60(a), South Coast is hereby notified that a

public proceeding shall be conducted in accordance with the provisions of Regulation 3.60, 17

C.F.R. § 3.60, on the following questions:



10.  Whether South Coast is .subj‘ ect to statutory disqualification ﬁom'regisuaﬁoc
“under Section 8a(2)(C) and (E) of the Act, as set forth in Section I, above; and |

11, If'the answer to questicl'l_; lin pa'ragraph 10 above is afﬁnnctive, whcﬂler the
_regi'stration.of Scuth.Coést as an IB should Be revoked. Such proceeding shall be held before an
. Administrative Law Judge in accordance with Regulauon 3.60,17 C.F.R. § 3.60, and all post-
hcarmg procedures shall be conducted pursuant to Regulatlon 3. 60(1) ), 17 CFR. § 3 60(1) =(3)-

12, In accordance w1th the provisions of Regulauon 3. 60(a)(3), 17 C.F. R §

‘3 60(a)(3) Scuth Coast 1s entltled to file a rcsponse challengmg the evidentiary bas1s of the
'statutory dlsquahﬁcatlon or to show cause why, notwithstanding the aceuracy of thc allegatlons
its ;cgstratlon should not be ‘su‘spended-, revoked, ot rc‘smc_ted. Such respcnsc must,be ﬁledf Wlﬂl
the Hearing Clerk, Qfﬁc}eaofﬂ'eaﬁngs -and Appeals, »Comniodity Futures Trading: Commission, .
“Three Lafayette Centre, 1155 21" Street, N.W., Washington, D.C. 20581, and served ugion
Richard Glaser,,Division cfEhfcrcement, at the same addrcss, within th1rty (30) daysfaftfer 'tﬁer
date of scrvice of this Notice upon South Coast, in accordance with the provisions of-ﬁcgﬁlation
3.60(b), 17 CFR. § 3.60(b). If South Coast fails to file atizﬁciy response to this Notice, the
_al_icgations set forth _lic’fein shall be deemed to bc‘tm‘e“and the presiding officer may issue an |

Order of Default in accordance with the provisions of 'Regulation 3.60(g), 17 CFR. §“3.‘.60(g).



| IL
Th.e-HeaI-"ing Clerk shall serve thls Notice of Intent to Revoke Registration Pursuant to |
Section 8a(2)(C) and (E) of The Co‘iﬁi;nédity Exchangé Act, as Amendéd by registered or
certified mail pursuant to Regulation 3.50, 17 C.F.R. § 3.50.

By the Commission.

Da’ted‘:“ December 7, 2006




