Utah Securities Commission 
Meeting Minutes
August 11th, 2014

Division of Securities Staff Present
Keith Woodwell, Division Director
Maria Skedros, Commission Secretary
Dave Hermansen, Enforcement Director
Dee Johnson, Investor Education Director
Karen McMullin, Investor Education Coordinator
Ann Skaggs, Securities Analyst
Charles Lyons, Securities Analyst
Adam Sweet, Lead Securities Investigator
Matt Edwards, Lead Securities Investigator
Chris Hardy, Securities Investigator
Jason Summers, Securities Examiner


Other State of Utah Employees:
Jennie Jonsson, Administrative Law Judge, Department of Commerce
Paul Amann, Assistant Attorney General

Commissioners Present
Tim Bangerter, Landmark Wealth Advisors
Brent Baker, Clyde, Snow & Sessions
David Russon, Investment Management Consultants

Commissioners Absent
Gary Cornia, Brigham Young University 
Erik Christiansen, Parsons Behle & Latimer

Public Present:
None.

Minutes:  At 10:02 am the meeting was called to order by Administrative Law Judge Jennie Jonsson. Commissioner Tim Bangerter made the motion to approve the minutes from the May 22nd, 2014 Commission meeting and Commissioner Brent Baker seconded the motion and the motion was approved unanimously. Commissioner Brent Baker made the motion to approve the minutes from the July 1st, 2014 Commission meeting and Commissioner David Russon seconded the motion and the motion was approved unanimously.



Director’s Report: Director Woodwell reported that the Division has hired Chris Hardy as a new investigator for the Enforcement Section, and Jason Summers as an examiner for the Compliance Section. Director Woodwell gave a statistical report on Division activities for fiscal year 2014.  He reported that complaints coming in to the Division have decreased since peaking in 2010 and 2011. In FY2014 the Division received 110 complaints, opened 39 new investigation files, and filed 47 new administrative cases. The number of audits conducted by the Division has significantly increased to 85 in the last fiscal year, as the Division has made an effort to review the increased number of Investment Advisors under its jurisdiction. The number of licensees , with 107,354 Broker-Dealer Agents and 4,823 IA Representativesnow registered in the state of Utah. 
Future Meetings Scheduled: September 25th, and November 20th, 2014.
Compliance Section Report: Charles Lyons reported that year to date Compliance has initiated a total of 63 audits.  Sixteen were for-cause audits that were triggered by investor complaints, and 14 were routine audits focusing on Investment Advisors that switched from Federal-Covered to State-Covered as part of the Dodd-Frank Act change in the AUM threshold. There were 32 Investment Adviser initial application audits, four administrative actions in progress, and one action settled by the Division through a Stipulation and Consent Order. There are three actions where Orders to Show Cause and Notices of Agency Action have been filed and two administrative actions stayed pending a criminal action. Mr. Lyons provided updates on criminal cases that orginated in the Compliance Section as follows: Jeffery Larsen was sentenced to 36 months of probation and 210 days in jail. Mr. Larsen was ordered to pay $216,000 in court-ordered restitution and $772,169 in full restitution to two victims in the case. Mr. Larsen pleaded guilty to one count of Communications Fraud, a 2nd degree felony and was prosecuted by the Weber County Attorney’s Office. The Utah Attorney General’s office filed multiple felony fraud counts, charges of selling unregistered securities and unlicensed activity against Mr. Scott Stewart. Preliminary hearing testimony was given, and briefs are to be filed with the court and a ruling issued on September 15th, if the matter is to be bound over for trial. 
Licensing & Registration Report:  Keith Woodwell reported that Mr. Johnson is not present today and that there are no new updates since the last Commission meeting. 
Enforcement Section Report:  Dave Hermansen reported that the Enforcement section has 27 new cases it is investigating, 19 additional cases with criminal prosecutors and 14 cases which are currently unassigned. Mr. Hermansen also reported that the preliminary hearing in the criminal case against Dee Randall will be held on November 24th and 25th, 2014. 
Investor Education Report: Karen McMullin reported that during a ten week period from June 1st to August 11th of 2014, the Division attended 19 investor education events with an estimated audience of 20,000 people. The projected event total for this year is 81. The Division currently has six events scheduled for 2015. The Division’s effort to promote financial and retirement literacy amongst public employees has been very successful, reaching approximately 2,370 employees. The Division is working on a webpage for the public, which will include topics such as “Creating a Financial Plan”, “Investing Basics”, “Managing Debt”, “The Basics of Social Security” and “Preparation for Retirement”. The Division is continuing its partnership with URS and the Division will participate in the first Post-Retirement Seminar to be held in October. The Division received about 1,000 copies of the 2nd edition of the “Navigating Your Rights” bookpublished by the Division of Aging and Adult Services. Distribution of the books began the next day at a URS seminar and the Division has an entire chapter describing investment fraud, free lunch seminars, affinity fraud, annuities, Ponzi schemes, senior designations and how to check an investment before you buy. The summer edition of “Investor News” was delivered via email to over 400 people  with an opt out response of about 1%. 
Education and Training Fund Report: Keith Woodwell reported that expenditures from the Education Fund were a little higher than normal in the last reporting period due to the amount of grants that were issued. Also, enforcement and licensing investigation costs were slightly higher due to the “Whistle Blower” award that was paid out to LaMond Syphus in connection with the Loveday case. The current balance is $180,000 but the Division believes that will increase with pending settlements that will be finalized over the next few months. 
Commissioner Brent Baker made the motion to approve the proposed budget and Commissioner Tim Bangerter seconded the motion. The motion was passed unanimously
Consideration and Approval of Proposed Orders:
Brace Robinson SD-10-0076 Stipulation and Consent Order: Dave Hermansen reported that from approximately January to November of 2008, the Respondent offered and sold securities to an investor and collected a total of $10,000. The Respondent made material misrepresentations and omissions in connection with the offer and sale of securities. The Respondent seeks to enter into a Stipulation and Consent Order in a settlement with the Division. The Respondent agrees to cease and desist from any further violations of the Act, and is barred from associating with any broker-dealer or investment advisor in Utah. The Respondent is to pay restitution as ordered in the criminal case.
Commissioner David Russon made the motion to approve the proposed Order and Commissioner Brent Baker seconded the motion. The motion was passed unanimously. 
Scott Andrew MacCaughern SD-13-0052 Recommended Order on Motion for Default: Dave Hermansen reported that a notice of agency action and an order to show cause was issued in January of 2014. The proceedings were stayed and later the stay was lifted in April of 2014. The Responded failed to file an answer, and as of today, the Respondent has failed to appear or participate in the case. Therefore, the Division is seeking a default order against the Respondent. The Respondent is ordered to cease and desist from any further violations of the Act, pay a fine of $20,000.00 to the Division, and is permanently barred from the industry. 
Commissioner Brent Baker made the motion to approve the proposed Order and Commissioner David Russon seconded the motion. The motion was passed unanimously. 


Michael Les Kesler SD-09-0009 Stipulation and Consent Order: Dave Hermansen reported that from approximately 2004 through 2007, the Respondent offered to sell stock in Indian Oil to at least eight investors from Utah. The Respondent told investors that Indian Oil owned exclusive technology that would make diesel fuel from other substances. The investors lost all of their investments. The Respondent admits to the Division’s findings of fact and conclusions of law, agrees to cease and desist from any further violations, and agrees that he will be barred from associating with any broker-dealer or investment adviser licensed in Utah. The Respondent agrees to pay restitution as ordered in the criminal case. 
Commissioner Tim Bangerter made the motion to approve the proposed Order and Commissioner David Russon seconded the motion. The motion was passed unanimously. 
Breakthrough Technologies, Mark Andrew Jackson SD-12-0071, SD-12-0073: Recommended Order on Motion for Default: Dave Hermansen requested that this case be tabled for today due to the fact that the Division has been in contact with the Respondent’s attorney and is attempting to reach a stipulation agreement.  The Commissioners agreed to table the Order. 
Technical Services, International, Inc.; Thomas R. Blonquist SD-09-0041, SD-09-0042 Recommended Order on Motion For Default: Dave Hermansen reported that a notice of agency action and order to show cause was issued in September of 2009. Thereafter, the proceedings were stayed for a time and the stay was lifted in June of 2014. The Respondent was ordered to file a response with the Division, and to this date, the Respondent has failed to appear or respond. Therefore, the Division is seeking a default order against the Respondent. The Respondent is ordered to cease and desist from any further violations of the Act, ordered to pay a fine of $282,357.39 and is permanently barred from licensure in the securities industry in Utah. 
Commissioner Brent Baker made the motion to approve the proposed Order and Commissioner Tim Bangerter seconded the motion. The motion was passed unanimously. 
Erik Blomquist SD-14-0018 Recommended Order on Motion for Default: Dave Hermansen reported that a notice of agency action and an order to show cause was entered in June of 2014. The Respondent was required to respond and failed to do so. As of this date, the Respondent has failed to appear or respond. Therefore, the Division is seeking a default order against the Respondent. The Respondent is ordered to cease and desist from any further violations of the Act, ordered to pay a fine of $62,500 to the Division and be permanently barred from licensure in the securities industry in Utah. 
Commissioner Tim Bangerter made the motion to approve the proposed Order and Commissioner David Russon seconded the motion. The motion was passed unanimously. 


[bookmark: _GoBack]Evidentiary Hearing: Manley Elwood Logan: Mr. Logan failed to appear for the evidentiary hearing scheduled for 11:00 a.m. After waiting until 11:10 a.m., the Division requested that a Default Order be entered against Mr. Logan. The Respondent is ordered to cease and desist from engaging in any further violation of the Act. The Respondent is ordered to pay a fine of $50,000 to the Division and is permanently barred from the industry.
Commissioner Dave Russon made the motion to approve the proposed Order and Commissioner Brent Baker seconded the motion. The motion was passed unanimously. 

Commissioner Tim Bangerter made the motion to adjourn the meeting.
Commissioner David Russon seconded the motion and the meeting was adjourned at 11:15 am. 

