On April 27, 1979, the Court entered an Order
directing Fashion Two Twenty to resolicit its share-
holders in connection with its annual meeting. The
Order was entered by the Court and c¢onsented to by the
Commission and the respondent. The respondent did not
admit or deny the allegations in an application by the
Commisszion for an order to show why the company and its
president were not in ¢ivil contempt of the Final
Injunction by circulating a memorandum to certain of
the company’'s sharehoclders which was materially false
and misleading with respect to its description of the
Commission's investigation and litigation.

SEC v. Theg Starr Broadcasting Group, Inc. et al.,
Civil Action No. 79-0357 (DODC February 7, 1%7%)

The Commission filed a Complaint against The Starr
Broadcasting Group, Inc. ("5BG"), William F. Buckley,
Jr. {"Buckley"), formerly Chairman of the Board of
SBG, and certain other former officers and directors
of S8BG in which the Commission alleged that certain
ocfficers and directors of 5BG engaged in a five year
course of business ultimately resulting in SBG's pur-
chase ©of seventeen theatre properties from a partner-
ship whose partners were Buckley and certain of the
other former officers of SBG. The Complaint further
alleged the purposze of these purchases was to extri-
cate Buckley and the other partners from & financial
situation which would have resulted in their personal
bankruptecy; that variocus filings of SBG failed to
disclose or contained mizleading disclosures with
respect to these transactions; that SBG's outside
directors, after acting on behalf of SBG in approving
the transaction, failed to insure the accuracy of SBG's
disclosures relating te this transaction; that a direc—
tor and a senior loan cfficer of a bank which was a
defendant in this action and had made loans to SBG and
the partnership, was acting in a manner which benefited
the bank to the detriment of SBG by approving the
purchase ©f the theatre propertieg; and the failure to
ingure the proper disclosure of these matters. The
Complaint also alleged, among other things, the failure
to report the use of 5BG funds, with the acquiescence
of SBG's outside directors in some instances, for the
personal benefit of Buckley and certain other defen-
dantsz who were formerly directors and officers of S5BG.
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Fursuant to congents of certain of the defendants
without admitting or denying the allegaticons of the
Complaint, the <ourt entered a Judament of Permanent
Injunction against SBG, Buckley and certain of the
defendants, varicusly enjoining them from further
violations of the antifraud, reporting, proxy, owner-
ship reporting and margin requirements of the Exchange
Act. In addition to the Judgment of Permanent Injunc-
tion, other equitable relief was ordered including 1}
an order compelling SBG to comply with an undertaking
to allow all wonies disgorged in satisfaction of the
Commission's action to be transferred to a fund for the
purpose of distributing such monies to shareholders
involved in derivitive actions and 2} orders compelling
Buckley and others to comply with undertakings, a) not
to seek employment as an officer or director of a
publicly held company for a period of five years (pro-
vided they may seek to modify the reguirements under
certain conditions), and b)) to make &jzgorgement.
Finally, certain of the defendants agreed individually
to disgorge a total of $1,771.,000.

SEC v. Moog In¢c., et al., Civil Action No. 79-0024
(DDC January 5, 1979)

The Commission filed a Complaint against Moog Inc.
and its chairman and largest sharehclder William C.
Moog. The Complaint alleged that substantial amounts
of corporate funds and other corporate assets were
diverted for the persconal use of William #Moog and that
these transactions were improperly disclosed in viola-
tion of the reporting and proxy previsions. of the
Exchange Act.

Specifically, the Complaint alleged that funds of
Moog Inc. were used to secure a condominium in Aspen,
Colorado for the personal use of William Moog; that a
vacation benefit plan was established solely for the
use of William Moog; that an account was established
through which interest free advances were made for the
payment of personal expenses of William Moog; and
personal services were also provided to William Moog
that were improperly reflected in Moog Inc.'s bocks and
records. The DRistrict Court granted Final Judgments of
Fersconal Injunction against the defendants, enjoining
them from further viclations of the reporting and
proxy provisions of the Exchanges Act. Moog Inc. and
William Moog consented to the judgment without admit-
ting or denying the allegations.
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In addition to the entry of Injunctive Relief,
the Court ordered a limited investigation by the Auwdit
Committee of the Board of Directors of Moog Inec. con-
cerning transacticons in Moog Inc.'s corporate account
to or for William Moog and te or for a discotheque in
England. William Moog was ordered to repay any funds
the Audit Committee found to exceed that to which he
was entitled.

SEC v. Montauk Corp. et al., Civil Action No.
T8-1364 (DBC July 25, 1978}

The Commission filed a Complaint alleging viola-
tions of various provisions of the securities laws by
MPO Videotronics, Inc. ("MPO™), Montauk Corporation
{"Montauk"}, which owned 2% of MPD, Donald F. Gaston
{"Gasten®), a director of MPO, Jerry Jacobs {"Jacobs"},
a director of MFO and Montauwk, and Arnold EKaiser, the
president and a directeor of MPO. Montauk was owned by
Gaston, Jacobs and Raiser.

The Complaint alleged among other things, that
Baston received a fee for financial advisory services
from MPO which he transferred to Montauk. The Complaint
further alleged that MPO failed to disclose the true
extent of Gaston's services in MPO's 1976 and 1977
proxies, and failed to state that the management of MPO
had no objective basis for stating that the fee was
not less faverable than could be obtained in a trans-
action with a non-affilieted person.

The Complaint alsc alleged that Montauk =o0ld to
M*0 the assets of a wholesale bakery business which had
suf fered financial losses. No disclosure of the dis-
counting by MPO of a note of Montauvk's used to purchase
the business was made in MPCQ's proxy statement, nor was
there any disclosure of the bakery business' unfavorable
financial conditicon.

The Complaint also alleged that Jacobhs and Gaston
received personal benefits im the form of having MFD
pay for certain ¢f their personal expenses which were
not disclosed in MPO's proxy materials.

In settlement of the action, a final judgment of
permanent injunction was entersed enjeining MPO from
viclations of the reporting and proxy provisions of
the Exchange Act and enjoining Montauk, Jacobs and
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Kaiser from vicolations ©f the beneficial ownership and
proxy provisions of the Exchange Act insofar as affi-
liated transactions arve concerned., The Final Judgment
also required MPO to 1) appeoint two new unaffiliated
directors and 2) form an audit committee to review the
bakery business transaction, rescind it if necessary
and demand the return of personal expenses of Gaston
and Jacobs paid by MpO.

5EC and Comptroller of the Currency v. The Hational
Bank of Georgia, et al,, Civil Action No. 78-752Za [N.D,
Ga. May 3, 1978)

In this action, the Commission and the Comptroller
of the Currency alleged that the National Bank of
Georgia (“NBG"), the Calhoun Firstk WNational Bank
{*"Calhoun") and T. Bertram Lance {"Lance™} engaged in
a course of business which included financial irregu-
larities and unsafe and unsound banking practices.
The various uwndisclosed practices by Calhoun and
Lance, which in some instances constituted wviolations
of certain provisions of the federal banking laws,
included a pattern of related party transactions by
Lance and certain of his relatives, substantial and
prolonged overdrafting in the checking accounts at
Calhoun of Lance and his wife, certain relatives,
friends, business associates, entities controlled by
such persons, numerous guestionable loans to officers
and directors of the bank and persons and entities
related to such persons, the use of Calhoun balances
in connection with loans by at least one bank to
directors of Calhoun and the making of misleading
entries on Calhoun's hooks and records. The course
of business constituted a potential material risk to
the financial stability of Calhoun.

The Complaint alleges that as part of NBG's course
of conduct, NBG improperly recognized income on a real
estate transaction, incomplete and inadequate evaluation
was given to WBG's loan portfolio and loans were made
by WBG to relatives and associates of Lance without ade-
guate regard for the creditworthiness of the borrower
and on preferential terms. Further, certain undisclosed
payments were made in connection with the purchase of a
residential property from NBG which payments were in-
accurately described on NBG's books and records; the
full facts and circumstances surrounding NBG's intention
to form a holding company. and the nature of its corres-
pondent Lhanking business were not disclosed.
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The management of MBG gither engaged in or ac-
gquiesced in certain aspects of the course of business
discussed in the Complaint and in certain respects
there was no meaningful monitoring by HBG's Board of
Directors of the management of MNBG in carrying out
their responsibilities, The various reports and proxy
statements disseminated to NBG's shareholders and
Filings with the Comptroller failed to disclese the
course of business which operated as a fraud and
deceit,

The Court simultanesusly entered Final Judgments
of Permanent Injunction and Other Equitable Relief
{"Judgments™)} restraining and enjoining NBG, Calhoun
and Lance from violations of the anti-fraud, reporting
and proxy provisions of the federal securities laws,
and ordering certain sgquitable relief. HNBG, Calhoun
and Lance congented to the entry of the Judgments
without admitting or denying the allegations in the
Complaint.

In addition to the entry of the Judgment against
NBG and Calhoun, certain eguitable relief was ordered
by the Court and NBG and Calhoun made certain under-
takings which they were ordered by the Court to comply
with, including the following:

1) the appointment of independent directors to
MBG's and Calhoun's Board of Directors;

2) the establizshment of a2 special committee of
WBG's Board of Directors to review the matters
alleged in the Commission's Complaint;

31} the designation by Calhoun of a special review
person to review the matters contained in the
Commission's Complaint;

4} An order requiring NBG and Calhoun to maintain
an audit Commiteee; and

5} To comply with written agreements entered
by the banks with the Comptroller of the
Currency which addrezsed problems identified
in the Complaint.
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SEC v. Manivest Corp. et al., Civil Action Ne.
T8-0767 (DDC May 1, 1978)

The Commission filed a Complaint against Manivest
Corp. ("Manivest"}, Professional Manivest, Inc. ("PMI™),
Westoo Realty ("Westceo"} and Earnest . Psarras
{"Psarras”™) alleging viclations of, amonyg other things,
the registration and anti-fraud provisions of the
Securities Act., The Cemplaint alleged that, in con-
nection with an unregistered public offering of real
estate limited partnership interests, in which over
515,000,000 was raised, the defendants used investors
funds to purchase and maintain real estate, to pay
interest and principal on bank borrowings, and to pay
fees to the defendants., In most instances, different
partnerships affiliated with and controlled by Manivest
invested in a single propaerty. The investors usuvally
did not know or have any control over the properties in
which they would invest.

It was further alleged that freguent purchase and
sale transactions were engaged in hetween and amang the
limited partnerships and the defendants, and that
Psarras had a perzonal interest in some partnerships.

Without admitting or denying the allegations in
the Commission's Complaint, Manivest, PMI and Westco
congsented to the entry of a Final Judgment of Permanent
Injuncticn and Psarras consented to the entry of a
Final Order. In addition, the defendants agreed to
select an independent auditor to examine the books and
records of the limited partnership and prepare reports
to investors concerning primarily the transactions
among and between the various Manivest entities.

5EC v. IU International Corporation, Civil Action
No. 78-0689, (DOC April 20, 1978)

The Commission filed a Complaint against IU Inter-
national Corpoeration ("IU") allegqing violations of the
proxy and reporting provisions of the Exchange Act
during the periced from 1972 to 1978.

The Complaint alleged that IU failed to disclose
in its proxy statements and annual reports the payment
of legal fees in coannection with certain civil liti-
gation in which IU's chairman and two other IU officers
were named as defendants. In addition, it was alleged
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that IU inadegquately described the circumstances of

the litigation and the facts surrounding the payment of
fees of $445,000 and settlement costs of $520,333 in
connection with the litigation. It was also alleged
that this litigation did not involwe IU and that it
arose out of the defendant’'s positions in a separate
company unrelated to IU. Finally, the Commission
alleged that the above-described legal fees and settle—
ment costg were paid by IU, in part, to aveld adverse
publiecity regarding (1) certain matters occurring

pricr to September 1965, {2) the existence of husiness
relationships between IU, Seabroock, and other persons,
and (3) the existence of an account in & Swiss bank
established by Seabrock and the transfer to Seabrock

at such bank of certain payments during the peried
1963-1964.

Simultansously with the filing of the Complaint,
the court izsued a Final Judgment of Permanent Injunc-
tion enjoining IU from viclating the provisions of the
Exchange act noted herein above. IU consented to the
entry of the Final Judgment without admitting or deny-
ing the allegations. In addition, a special counsel
was appeointed to conduct an investigation and submit a
report Lo the Commission.

SEC v. Bookkeepers, Lid,, et al., Civil Action No.
T8-905 (C.D. Cal. March 14, 1978)

In this Complaint, the Commission allsged viola-
tions of the registration and antifraud provisions of
the federal securities laws by Bookkeepers, Ltd.
["Bookkeepars™), Walter Wencke ("Wencke"}, Jossph
Margala ("Margala™) and Jerry Whitley ("Whitley"). .
The Complaint alleged that Wencke, Margala and Whitley
engaged in a fraudulent scheme to reduce the number of
Bookkeepers' shareholders from over 800 to approximately
25 by dissemination of false and misleading Bookkeepers'
financial statements, two reverse stock splits (with
fractional share repurchases) without notice to share-
holders, and the sale of illegally issued Bookkeepers'
gcommon stock to Margala, Whitley and two Wencke con—
trolled corporations with fund: advanced by a Bookkeepers'
subsidiary. The Complaint also alleged that in further-
ance of the fraudulent scheme, the defendants failed to
register Bookkeepers with the Commission in an effort
to evade the filing and disclosure requirements of the
federal securities laws.
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A Final Judgment of Permanent Injuncticon was
entered against Wencke, by default, enjoining him from
yiolating the anti-fraud and registration provisions of
the federal securities laws and ordering disgorgement
of property he acquirved as a result of the scheme.
Margala and Whitley later consented to the entry of
Final Judgments of Permanent Injunction, without admit-
ting or denying the allegations of the Complaint. The
Final Judgment enjoined them from further violations
of the anti-fraud provisions of the Securities Act and
the Exchange Act as well as the registration provisions
of the Exchange Act, In addition, Margala and Whitley
were ordered to return the shares of stock they acguired
in the allegedly fraudulent transaction.

EEC v. &miney Rescurces Corp. et al., €ivil Action
Ho. 78-0410 (DDC March 13, 1%78)

The Commission alleged in this Complaint that the
defendants, Aminex Rescources Corp. {"Aminex") and its
former president and vice president, engaged in schemes,;
undisclosed to Aminex's shareholders or to the public
to misappropriate and divert at least $1.24 million of
the assets of Aminex. It was further alleged that the
defendants disquised these misappropriations by means
of false and improper accounting entries in Aminex's
books and records. It was also alleged that, in further-
ance of this scheme, Aminex filed false and misleading
annual and gQuarterly reports with the Commission which
failed to disclose the misappropriations and diversions
and falsely stated the financial condition of the
Company.

With the filing of the Complaint, a federal dis-
trict court issued a temporary restraining order and
issued orders freezing the defendants' assets and
appointing a temporary receiver. Final Judgments of
Permanent Injunction were entered later, by consent,
varicusly enjoining the defendants from viclations of
the anti-fraud, repcrting and accounting provisiens
of the Exchange Act and the rules thereunder.

In addition, ancillaty relief was ordered includ-
ing the disgorgement of $1.24 millicn to Aminex by the
former president and vice president., The Final Judament
further ordered a voting trust over the Aminex common
stock owned by the former president, and prohibited one
former officer from becoming an officer or director of
a public company in the future.
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SEC v. InterContinental Diversified Corp. et al..
Civil Action No. 78-0025 (DDC January b, 1978}

The Commission filed a Complaint against Inter-—
Continental Diversified Cdrp. ("IDC") and C. Gerald
Goldsmith {("Goldsmith") the former president and chair-
man of the board of IDC alleging viclations of the
anti-fraud, reporting and proxy provisions of the
Exchange Act in connection with the diversion of in
excess of 53 million of IDC's corporate funds. It was
further alleged that the corporate bogoks and records
of IDC were Falgified, fictitious records were created
in order to conceal the purpogse of certain transactions,
possible violations of U.S5. Customs reporting reguire-
ments occurred, and materially false and misleading
annual and pericdic reports and proxy statements were
filed with the Commiszzion.

The Commission's Complaint further alleged vicla-
tions of various provisions of the federal securities
laws in connection with untrue statements of material
facts and omissions to disclose material facts concern-
ing the making of political and other payments in the
Commonwealth of the Bahamas, a frauvdulent stock repur-
chase plan and the payment of a false commissieon.

Concurcently with the filing of the Complaint, a
federal district court entered judgments ©of permanent
injunction against IDC and Goldsmith enjeoining them
from further vimlations of the anti-fraud, reporting
and proxy provisions of the Exchange Act, with the
consent of the defendants and without admitting ot
denying the allegations.

In additien, certain ancillary relief was orderved
by the Court including: 1) an order enjoining IDC and
Goldsmith from among other things, using or aiding and
ahetting the uvse of corporate assets for any unautho-
rized distribution; 2} an order compelling IIKC to
maintain accurate bocks and records; 3) an order com-
pelling IDBC to correct and amend certain annual and
other pericdic reports; and 4} the establishment of an
Audit Committee to among other things, retain a special
counsel to further investigate the matters contained in
the Commission's Complaint.
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SEC v. Inflight Services, Inc. et al,, 77 Civ.
5011 [SDNY November 3, 19771}

The Commission filed a Complaint against Inflight
and Flexer, a former officer and employee. The Com-
plaint alleged that the defendantz during the pericd
1971 to 1977 concealed certain facts and misrepresented
other material facts concerning: (1) the improper use
of corporate monies and assets; (2) the payment of
undisc losed compensation to certain employees by com-
pany suppliers; (3} the payment of sums of money to
perscons in order to acquire business for Inflight;
and (4} the surrounding circumstances and results of
Inflight's own internal investigaticons of certain em-
ployees.

The defendants were enjoined by Permanent Injunc-
tien from further viclations of the antifraud, reporte
ing, and proxy provisicns of the federxal securities
laws. The defendants consented to the entry of the
Judgments without admitting or denying the allegations
in the complaint, In addition, certain ancillary
relief was ordered including: {1) the appointment of
a2 special counsel to make and file a report with the
Commigssion; {2} the establishment of a Special Review
and Litigaticn Committee of the Board of Directors to
amend Inflight's pricor filings; and (3) that Flexer
would not serve as an ¢fficer or director of a public
company for a pericd of three years.

SEC v. Charles Jacguin et Cie Inc., et al., Civil
Betion No. 77-1794 {DDC Qctober 17, 1977)

The Commission filed a Complaint against Jacguin
and two of its officers. The Complaint alleged that
during the pericd from at least 1969 to 1977, the two
gfficers wmade undisclosed payments to state alcoholic
beverage contrel officials as inducement to purchase
Jacguin produckts. The Complaint also alleged that the
defendants, without disclosure, diverted funds and
assets for their own benefit and for the benefitc of
members Of their families, including excessive salaries
for services that were not rendered. In addition, the
Complaint alleged that Jagquin, without disclosure,
gave wvaluable gifts including a snowmobile, free
alocoholic beverages and a sauna, to individuals who
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ware members or empleoyees ©of the Pennsylvania Liguor
Control Board. The Complaint alse alleged false and
misleading entries were made in the company's accounting
system,

Judgments of Permangnt Injunction were entered
adainst the defendants enjoining them from further
viclations of the antifraud provisions of the Exchange
Act and the Securities Act and the reporting and proxy
provisions of the Exchange 2ct, The defendants con-
sented to the entry of the Judgments without admitting
or denying the allegations in the Complaint. In addi-
tion to consenting to the entry of a2 Final Judgment of
Permanent Injunction, Jacquin consented to certain
ancillary relief including the appointment of a special
counsel to conduct an investigation, to file a report
with the Commission and to review an accounting which
the Court ordered the two officers to submit, new
directors on the Board ¢f Directors of the Company and
the establishment of an Audit Committee.

SEC v. Sharon Steel Corp., et al., Civil Action
No, 77-1631 (DDC September 20, 1%77)

The Commission filed a Complaint against Victor
Posner, then Chairman of the Board of six public cor-
poerations listed on the WNew York Stock Exchandge and
the American Stock Exchange, Sharon Steel Corp.; Steven
Posner: G. Posngr Cohen; Walter Gregqg; Bernard Krakower;
HUF Co.y and DWS Co.

The Complaint alleged, among other things, that
Posner, his son and his daughter received at least $1
million in undisclosed compensation from the Fosner
controlled companies in the form of personal expenses.
This compensation included travel in a corporate jet,
groceries, liguor, entertainment, rent for certain of
Posner's living gquarters, extensive refurbishment of
these guarters, restaurant expenses, use of a corporate
yacht, limousine and driver, and domestic servants.

In addition, the Complaint alleged that the annual
reports proiy statements and registration statements of
the companies controlled by Posner failed to disclose
the nature and extent 2f such expenditures made to or
on behalf of the Posners in violation of the antifraund
and reporting provisions of the Federal securities
laws.
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411 defendants consented to orders of Permanent
Injunction enjoining them from further wiclations,
without admitting or denying the allegations in the
Commission’'s Complaint. The defendants agreed to pay
the corporation 5600,000 for reimbursement of various
personal expenses. In addition, the Court cordered
the appointment of two new independent directors and
the establishment of a three member audit committee
which would adopt financial controls and accounting
procedures designed to prevent occurrences of matter
alleged in the Complaint. In addition, the company
agreed to submit certain filing to counsel for review.

SEC v. Basic Food Industries Inc., et al., Civil
Action No., 77-1787 (DDC September 15, 1977)

The Commission filad a2 Complaint against Basic
Food Inc. ("BFI"); Allan Applestein, BFI's former
Chairman and CEQ; Haitian Eguities 5.3A.; and two former
directors of BFI who had interests in Haitian Egquities.
The Complaint alleged violations of the antifraud,
reporting, proxy and stock ownership reporting provi-
sions of the Exchange Ack.

Specifically the Complaint alileged that Applestein
caused BFI to make cash advances and other payments
agaregating in excess of $217,000 for his personal
benefit including personal and family travel, entertain-
ment, legal and telephone expenses. It was also alleged
that Applestein, with the help of the other defendants,
caused BFI to advance 597,000 to Haitian equities with-
out disclosing to the Board of Divectors Applestein's
personal business relationship with Haitian.

In subsequent proceedings, the defendants con-
sented to the entry of Orders of Permanent Injunction
against them without admitting or denying the allega-
ticns in the Complaint. Further, Applestein was
ordered to disgorge and pay for the benefit of BFI,
funds found to be in excess of hisz normal compensation,

SEC v. Solen hutomated Services, Inc., et al.,
Civil Action Ng. 77-0705 {DDC April 26, 1977}

The Commission filed a Complaint against Solon, a
supplier of self-service coin-operated laundry eguip-
ment, and eight of its gfficers, directors and employees
including its Chairman S. Solon Cohen. The Complaint
alleged that the defendants took deductions from
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monthly commissions owed to the lessors of its machines
without the knowledge of said lessors. This practice
was alleged to have occurred during the years 1940 to
1977, The Complaint further alleged that this practice
was not discloesed in S5clon's financial statements or
other puklic filings, or to purchasers, sellers, or
prospective purchasers or sellers of 5olon's securities,
or to Sclon's customers.

Judgments were entered against the defendants per-
manently enjoining them from further violations of the
antifraud provisions of the Exchange Act. In addition,
Solon was ordered to pay to the benefit of its customers
5900,000. The defendants consented ta the entry of
these judgments without admitting or denying the alle-
gations of the Complaint.

SEC w. SCA Services Ing., et al., Civil Action No,
F7-0037-T (DD August 8, 1977),

The Commission filed Complaints against SCaA, a
Boston waste removal company; Christopher Recklitis,
ECA's former President and Treasurer; Berton Steir,
former CED of SCA; Carlton Hotel Corp., privately owned
by Recklitis; HNichelas Liakas, former Controller of
SCA; Tony Bentro; Lad Landfill Inc.; and Stanton RKurzman,
former Vice President and Dirvector of SCA. The Com-—
plaint alleged that Recklitis, aided and abetted by
several of the defendants, diverted $4 million in SCaA
assets to his and Carlton's use and benefit through
S5CA's yenders and through three fraudulent land trans-
actions whereby he used straws and nominees to acquire
properties, and then scld them to SCA at values in—
flated by approximately $2.5 wmillion. 1In addition, it
was alleged that Recklitis used funds improperly to pay
Carlton's debts by miscepresenting these transactions
as a vecelvable due BCA, and that the facts concerning
the alleged loans and other activities were misvepre-
sented in SCA's reports, proxy materials and registra-
tion statements. The Complaint also alleged that
employees were given loans, advances and guarantees
which were not properly authorized by the Board of
Directors and thus contrary to SCA's public to repre-
sentations. Further, it was alleged that facts relat-
ing to certain political contributions were concealed
in the materials filed with the Commission.
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The Complaint regquested an accounting and resti-
tution of funds improperly obtained by the defendants.
SCA, without admitting or denying the allegations,
consented to eatry of a Permanent Injurction enjoining
it from wiolating the antifraud, reporting and proxy
provisions of the Exchange Act. In addition, SCA
consented to the appointment of a special counsel to
make further investigations and recommendations. In
separate proceedings, the following Judgments waere
entered: (1} Defendants Bentro and Lad consented to
permanent injunctions from further wiolations of the
federal securities laws, from voting or acguiring more
SCA securities, and Centro was vestrained from serving
g5 an officer and director of any public company for
two years; (2) Korezman was enjoined from further vio-
lations and prohibited from serving as an officer or
director for 5 years;:; {(3) Recklitis pleaded guilty to
three counts of an indictment charging mail fraud and
vionlaticns of the federal securities laws reporting
provisicns and was sentsnced to two years in prison
and fined 521,000; (4) Steir pleaded guilety to an
information and was sentenced to one year in priscon
and a 55,000 fine; and (5) Steir and Liakas consented
to entry of Judgments of Permanent Injunction against
them and were further ordered not to serve in any new
positions with SCA,

SEC v. Drmand Industries, Inc., et al., Civil
Aotion No. F7-0790 (DPDC Hay 10, 1977]

The Commission filed a Complaint against Ormand
industries Inc, and its Chairman, J.D., Ommand. As
part of the Commission's action, it alleged the fol-
lowing with respect to the Chairman: (1) Unaccountable
cash advances of over $250,000 to the Chairman—--not
repaid or used for business business expenses; {2}
corporate expenditures for bis personal benefit or
that of his family, including $50,000 of improvements
on his home and certain payvments for sporting events
and cther items; (3) that the benefits described in {1}
and (2} above were inaccurately recorded in the books
and records of the company, in some instances were
claimed twice as expenses; {3) a subsidiary of the
company scld advertising space in exchange for due
Bills entitling the holdear to certain goods and ex-
penses and that officers, directors, and employees
vzed these due Bills to procure the benefits for
themselves with no related business purpose; and {4}
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the chairman purchased another entity giving an option
to Ormand to buy it from him. It was further alleged
that the Chairman caused Crmand to lend the entity
$160.000 and ultimately caused the company to acquire
the entity from him to relieve him from a2 personal
loss. In addition, there was not sufficient documen-
tation to support a number of the advances and expenses
claimed by J.D. Ormand.

The Court entered permanent injuncticons enjeining
the defendants from further viclations to which the
defendants consented without admitting or denying the
allegations in the Complaint. In addition, the Court
ordered certain equitable relief including the esta-
bBlishment of an Audit Committee with three independent
directors and the appointment of a special counsel to
conduct 2 full investigation of the allegations in the
Complaint and file a report with the Commission which
would include recommendations concerning the instituo-
tion of suits against any or all of the officers and
directors of Ormand. J.D. Ormand was ordered to submit
a written accounting of all monies or things of value
used for his benefit from January 1, 1973 toc the date
of the Court Order and return all monies or things of
value that the Audit Committee determines he was not
entitled to receive.

S5EC v. Stephen KEneapler, et al., Civil Action No.
T7-9659JLE (5.D. Fla. April 4, 1977}

The Commission f£iled a Cowmplaint against Stephen
Kneapler and five other officers of Richford Industries,
Inc. {"Richford®). The Complaint alleged that certain
perscnal expenses incurred by KEneapler in the rencva-
tion and refurbishing of his personal residence were
paid for by Richford, and were improperly reflected in
Richford's books and records by several of the defen
dants as expenszes incurred for work performed on behalf
of Richford.

a1l of the defendants except cne consented, with-
out admitting or denying the allegations, to the entry
of a Judgment of Permanent Injunction preohibiting
further violations of the antifraud, reporting and
proxy provisions of the Exchange Act. In addition,
certain other Ancillary Relief was granted which, in
part, provided that Kneapler would not act as an
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gfficer or director of a publicly held corporation
for a period ¢f 10 years and that he would disgorge
and pay tc Richford the sum of 556,000 representing
the amount of the expenditures paid by Richford for
Kneapler's residence,

L

SEC v. Potter Instrument, et al., Civil Action Heo.
77-03%4 (DDC Mavch 9, 197779

The Commission filed a Complaint against Potter
Instrument and its chairman and largest stockholder
Jahn T. Potter. The Complaint alleged viclations of
the antifraud, reporting and proxy provisions of the
Exchange Act.

aAmong other things, it was alleged that John
Potter received undisclesed amounts of corporate funds
and undisclosed benefits ranging from $112,000 to
$137,000 per year. additionally, it was alleged that
he received $163,000 for maintenance and operating
expenges ©f a racing yacht; that he received payments
for this maintenance of his pergonal residence; and
that he received 515,000 per year in unaccountable
business allowances. It was further alleged that Fotter
Instrument filed false and misleading interim reports
which failed teo reflect obsclescence in inventory and
eguipment. Potter Instrument filed a Petition in Bank-
ruptcy under Chapter XI in April 1975.

Potter Instrumenits and John Poiter consented to
entry of Permanent Injunctions enjoining them from
further violations of the Exchange Act, without admit-
ting or denying the allegations in the Commission's
Complaint., Potter Instruments undertook Lo prepare a
report to stockholders of all corporate events since
Janwary 1975 and to appoint only outside directors for
three years. John Potter was enjoined from voting his
shares against any recommendation of a majority of the
Beard of Directors for three years.

SEC v. Ammon 5. Barness & Max Candictty, Civil
Action Ho. 76-224)] (DDC December 7, 1976)

The Commission filed a Complaint against Barness
and Candiotty, the formexr Chairman of the Board and the
former CEQ respectively, of Daylin Inc. {("Daylin"}.

The Complaint alleged violations of the antifraud and
proxy provisions of the federal securities laws in
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that the defendants caused Daylin to forgive over £1.5
million in indebtedness which they owed pursuant to

an executive stock purchase plan. The Complaint further
alleged that they misused their positions of control to
obtain %3 million in loazns from banks with which Daylin
had business relationships. Proxy statements issued

by Daylin, the Complaint alleged, misrepresented or
failed to disclose material benefits and conflicts of
interest arising out of these transacticns. In a
subsequent agreenent in 1978, the Commission reached a
settlement with the defendants whereby they undertook
tc comply with the proxy provisions of the Exchange
Act.

SEC v, E,T. Barwick Industries, Inc. et al.,
Civil Action No. 76-14%0 (DDC August 10, 1976)

In this Complaint, the Commission alleged that
E.T. Barwick Industries, Inc., ("ETB"), Eugene T.
Barwick, and certain officers, directors and employees
of ETE viclated Sections 10({b), 13{a) and l4(a) of the
Exchange Act by engaging in activities which concealed
the true financial condition of the company by, among
other things, using ETB corporate funds tc make pay-
ments for the personal benefit of Eugene Barwick in
circumstances under which ETB had no ohligation to
make any such payments, concealing documents from the
Commission attempting to influence a witensses' testi-
mony, concealing material defaults on leans, and main-
taining a secret fund to facilitate evasion of fereign
income taxes.

Final Judgments of Permanent Injunction were
entered against the defendants by consent without
admitting or denying the allegations in the Complaint,
enjoining them from violations of Section 10{b}, 13{a}
and l4{a} of the Exchange Act and providing certain
ancillary relief including the appointment of a Special
Review Committee to investigate the Commission's Com-
plaint and to take further appropriate &ction.

Eugene Barwick later pleaded guilty to an infor-
mation charging him with a criminal vielation of 18
0.5.C. 1001 in that he made false statements denying
knowledge of fraudulent inventory adjustments and was
fined.
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SEC v. Emersons Ltd,, et al., Civil Action No.
TJo-0808 (DDC May 11, 1976

The Commission filed & Complaint against Emersons
Ltd., John P. Radnay and Eli Lewvi, both former pfficers
of Emersons. Radnay served as Chairman of the Board
and Fresident, and Levi served as Treasurer and Exe-
cutive Vice President.

The Complaint alleqged that Radnay miszused a sub-
stantial amount ¢f corporate funds for his benefit as
follows:

1) In a three year pericd, he had caused the
company to pay Eor improvements on his home, furnish-
inmgs and environs, extensive home improvements, luxury
gutomobiles and maid service;

2) Radnay received a portion of substantial
payments made by three brewing companies to Emersons
and to Radnay which were made in cash and concealed
from detection by false entries in Emersons accounting
system or not recorded. A substantial amount of the
payments were nsed by Radnay for non~business related
purposes.

As an additional part of the Commission's action,
it was alleged that Emecrsons failed to disclose that
approximately $9,000 was used by Levi for home improve-
ments. In connection with these payments, Radnay and
Levi caused false entries to be made in Bmersons'
accounting records to show the funds were used for
irprovements in restaurants operated by Emersons.

The Court entered Judgments of Fermanent Injunc-
tion restraining and enjoining Emersons, Radnay and
Levi from further wviolations of the antifraud, report-
ing and proxy provisions of the Exchange Act. Emersons.
Radnay and Levi consented to the entry of the Court's
Judgments without admitting or denying the allegations
in the Complaint. In addition, the Court ordered
certain ancillary relief which required Emersons to
refrain from making fictitious entries in its books
and records and reguiring Emersons to appoint three
outside directos and a special counsel to pursue
further investigations and file a report with the
Coaumission.
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SEC #. Medig-Home Enterpriges, Inc., et al., Civil
Action No. 75-6277 (SDNY, December 11, 1975)

The Commission filed a Complaint against these
officers and dirsctors of Medic-Home including its
chairman and largest shareholder Bernard Bergman, As
part of the Commission's action, it alleged that
Bergman and another Director diverted at least $140,000
of corporate assets for their perscnal use and benefit.
This was accomplished by rents forgiven by the company
and structural repairvs purportedly made on corporate
buildings which were not, in fact made and which pay-
ments were, in fact, pocketed by the twe Directors.

In addition, there were rcertain loans and other frans-
actions by the company with certain officers and
directars which were not disglosed to shareholders.

The defendants, in several different zgreements,
consented to the entry of Orders of Pexrmanent Injune-
tion against them without admitting or denying the
allegations in the Complaint. In addition tc the
Injunctions, the Court ordered certain ancillary relief
which included: {1) A special counsel was appointed
to establish a procedure whereby Bergman would repay
$14¢,000 to Medic-Home; (2) that Bergman would neither
sgrve as or nominate an officer or director of Medic-
Homes: {3) that Bergman, without permission of the
Commigsion, eould not acguire any Medic-Home gsecu-
rities by any means except by way of a stock split
for two years; and (4] that Bexrgman would cooperate
with the special counsel in all phases of bhis inves-
tigation. ;

SEC v. Kalvex, Inc. et al., 425 F.Supp. 310 (SDNY
1977) Civi]l Acticn No. T4-5643 (SDNY December 23, 1974)

On December 23, 1974, the Commission filed a Com~
plaint agqainst Xalvex, Inc. {("Kalwvex"), Emmanuel L.
Wolf ("Wolf"), president and chairman of the Board of
Kalvex, and Robert L. Ingis ("Ingis"), former execu-
tive vice president and chief oparational officer of
Kalvex seeking to enjoining them from viclations of
the reporting and proxy provisions of the Exchange
Act. Contemporaneous with the Filing of the Com-
plaint, Xalvex and Wolf consented, without admitting
or denying the allesations of the Complaint, to the
entry of a Judgment oranting the relief reguested.
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