BES

n

P
i~

[
(33

(6N

T2

tn

i
|
]
'|

ll
I:

contracts. Respondents Joan David Fox (hereinafter refemred ©0 as “Jonhn™) and Katt

'ourchase sald tpvesiment contracis.

|| sales plan. operanon, INVeSrment COpLact Or INvesument program origina

| mm te course of conducung 1zs business ofTers securities o paricipants in the

STATE AUDITOR'S OFFICE
SECURITIES DEPARTMENT
HELENA, MONTANA

| IN THE MATTER OF ) Case No:(01-21-04-1231

)

JOHN DAVID FOX, KATHERINE A FOX, ) CEASE AND DESIST ORDER
MBIA ASSOCIATES and therr agents and )
representanves, )
J
Respondents. )
)

The Montana Securiues Commissioner (Commissioner). purskant to the authonty of the

| Securizes Act of Montana. Secuon 30-10-101, et seq.. Montana Code Annotated [hersinatier
| ,\ = N ~ 11 f 17 . -~
lcited as MCA] and Secuon 30-10-305, MCA | herebv issues the following allezauons of racr,

| proposed conclusions of law, order and notice of night to a public hearing’

ALLEGATIONS OF FACT

1. Responaent MBIA Associates’ (rerferred to neremnafter as “MBIA™”) program 1S a
ating from Montana that,
form of mvestment

itherine A. F

(hereinarier referred (0 as “Katherine”) solicited other private individuals to jomn MBLA ang o

Respopdents fatled to rﬂzlste“ sad sales conwracts as

| secunizes with the Securines Department of the Monrzna State Audttor’s Office.

?Id[l ODETANOMN. INVESINen SoNact Ar Invesyment pr

'l contract or mvestment program. and have solicited other private

2 Jonn and Katherne are participants n the sales plan, operafion. nvestment
individueais o joim the sales

cgram from their residence locared at U S.

Temporarv Cease ana Desist Oraer - !
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|| Highway 89 South #16, Livingston. Montana 59047 Neiter john nor Katherne are rezsiered

=1L

a3 a salesperson with e Securiues Department of the Monrtana State Auatior's Ofiice

3, Jonn’s and Kathemne's actions constitute the offer and sale of securines 1 that

| they sobcit others to pay them $10.00 for the nghr 1o recerve compensauon derived primarily
| Irom obtaining the partcipation of other prvate individuals in the sales plan, operation,

|l lmvestmment contract or invesiment program. They do this by mailing what they refer to as Sharsd

Berelll Flans to unsobcited inaviduals throughout the United States and Canada

4. Joan and Katherine pronuse to pay a total of $100.00 for apn iniual investment of

$10.00 to incrviduals who s1gn op to parucipate 1n the Shared Benefit Program  Parmicipants then

s Package. which the participents are required io mail to other individuals sach

| recelve a pene

as family members or fnends. Jonn anc Kathenine promise o pav recipients of Benefit Packages

|2 “steadilv increasing cash benefit at regular intervals,” which John and Katherine state will toral
[l earnings up to $5.113 00.
e Respondents solicit individuals who receive Bepefit Packages tw purchase

| addiional Benefit Packages for $10 00 each thai thev also can provide to familv members or
imends under the same lerms heremnabove descrived. Respondents further promuse to provide an
addinonal Benefit Package to parucipants for their wmdividual benefit for svery
Packages the parucipants puarcaase

ants mav also purchase Benefit Packages ror themseives at a cost of

(o)
®
2.

»;)
3%

$10.00 for each package under the same lerms hersinadbove descmbed. Jonn and Katherine aiso

thewr imtial 310.00 pavment

@ STUTTL

promuse £o pav such participants a total o1 $100 00 1p rerum for

7 [f any family member or fmend refuses © acceol and register with MBIA their

|receipt of the Bepefit Package sent to them by a parucipant, Jonn and Katherne promuse

participants they will still recerve their $100 00 rerumn regardless of parmicivaucn of the family

Temporary Czase ana Desist Order - 2
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| lnduced 10 parucipate in the sales pian or operanon by the participants

' member or frend, thereby guarantesing parucipan

'sales plan or operanon 1 which parucipants grve consideration [or the Opportumirty o

| compensanon denived primanly Irom

mvestment programs. Respondents falied to disciose the toll

s a $100.00 rerurn for therr iminial $10 06

linvestment.

o provide all payments 1o MBIA in casn via the

& Respondents require participants
LS. matl system 1o 1106 W. Park Street, PMB 444 Livingston, MT 59047 The operauon does
not mvolve the sale of any goods or services, therefore Respondents’ operafion COnsutuies &

recelve
obtaining the participation of others in the sales plan or
opetanion rather than from the sale of goods or services by the participants or the other persons

Therefore, Respondeats’

|| program constitutes an iliegal pyramud promotional scheme.

-
5. [n conducting and/or otfening their sales plans, operations. 1nvestment CoNLracts or

lowing maregal facts, which facts

were necessary o disciose 1n order te make the statements made about the wnvestment, 1o light of

4a

the circumstances under which thev were made, not misleadin

a. the market for their sales plans, operanons, investment Coniracss or [Nvesiment
programs will eventually become saturated as the supply of new members declines and
individuals recruited at the botiom of the pyrarud structure of sater in ume may be anable ©

generate promised feUMS anc.

at ail umes$ matenal hereto. the programs were not rexmstared as secunies n e

-

| State of Montana.

CONCLUSIONS OF LAW

matter bv reason of Raspondents’

YAaT Th1g

1. The Commussioner nas jursdictuon over this

| offer and sale of securiues (© persons .0 Vior:ana. Secuoen 30-10-107 MCA.

| operation of a pyramud promononal scheme i Montana.  Sect

2. The Commussioner 7as junsdiction over this matier ov reason of Respondents’

PRY

cuon 50-10-107 MCA

Temporary Cease apa Desist Oraer - 3
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3 Respondents™ sales plans, operalions, investment COMIracls Or invesument

rograms consutute secunties within the meaning of the Securities Act of Montana per Secuon

30-10-103(22), MCA

al pyrarmid promotonal scheme within the

WS

Respondents’ program 1s an 1lleg

meaning of the Secuniues Act of Montane, Secuon 30-10-324(6), MCA

o1

3, Otfer or ofier to sell includes “evary attempt to offer to dispose of or solicitation
|| of an offer o buy 3 securilv Or inferest in a secuney ior vafne ” Secuon 30-10-103(15), MCA.
| £ Respondents are salespersons as defined by the Secunties Act of Montana,
| Seetion 30-10-103(205, MCA

Montana.

| maremal I

B In connecuon with the above offers of securities to/from -persons In

Respondent violatea Secrion 30-10-201(1), MCA, by transacung business as a salesperson in

Montana without regsrenng as such.

8. In connecuon with the above offers of securities w/from petsons 1 Montana,
| Respondents violated Secuon 30-10-202. MCA. by transacung business in anreaistersa
secumlLes.

8 In connecaon with the above offers of securiues to/from persons in Montana.
-'Respcndents qolated Secuon 30-10-301(1)(bj. MCA, by failing to disclose the foliowing

1n order 1o make the szalements made anout

[ Tacts, which facts were necessary te disclose

SEL B

he mmvestment, in 1ght of the circamsiances under which they were made, not raisleading.

a the markst for the programs will evenmally become sarurated as the supoiv of

'new memoers deciines and indrviduals rectuited at the bowom oI the pyramd structure Or laer n
1me mav be unabie to generale propused returns,

b. at all rmmes marerial hereto. the programs were not regrsterad 4s secaniues in the

State or Montana

Temporary Czase and Desist Order -
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10.  In comnecuon with the above offers of securities to/frorn persons tn Montana,

|| Respondents violated Secuon 30-10-301{1)(c). MCA, by ¢ngaging 1n an act. Draclice, or course
of business which operates or would operate as a frand or deceir upon any person in that the

operanon consututes & pyramd scneme

|
,‘ 11 Respondents violated Secuen 30-10-323 MCA by conducung of promolng or

| causing to be conducted or promoted a pyramid promouonal scheme 1n Montana
ORDER

I Pursuant to Secnon 30-10-305(1)(a), MCA, it appears to the Commussioner that the

i ]
| above named Raspondents nave engaged or are about o engage i1 an acl of Practics ConsIunng

a violaron of the Secunties Act of Montana and therefore hereby orders Respondents to csase

|| and desist conducting. promoung or cavsing © be conducted or promoted anv pvramid

| promerional schemes in violation of Secuon 30-10-223 MCA | as well as anv other sales plan.

‘operation of investment program thar operates or would ovepale as & pyramid promotional

| scheme. Further the Comrussioner orders Respondents 1o cease and desist from engeging in

|| any act. pracuce, or course of business that operates or would operate as a fraud or deceir upon

lany person, in violanon of Secuion 30-10-301. MCA, and to cease and desist from offering and

| selling unregistered securities by unregisterec salescersons in violauon of Secton 30-10-201 and

| Secuon 30-10-202, MCA
PENALTIES

Secuon 30-10-30611%, MCA. provides that anv willfnl violaton of this czase anc assist

order. npon conviction, may be pumushed DY impmsonment for not more fhan ea (10 vears

175

thousand dollars ($3.000 per violauon  Secnon 30-10-323

'

nd/or a nme not sxceeding five

¥l

MCA proviges rhat a person whe conducts or causes to oe conducted or promoted 2 pvramd

oromotional scheme shall. for sacn parucipant 21ving consideranon, be pumshed by a fine 70t ic

|1 exceed $100.000.00 and/or imprnisonment for not more than ten (10) years.

T zmporary (Cease and Desist Drder - 3
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Respondenrs are notified that the Commissioner has 1ssued this temporary cease and

desist order ¥ Respondents wish o contest the allegations herein. they shall make a wonnen

|request for a heanng within fifieen (15) days of receipt of this order to John K Kurz, Staff

| Attornev. State Auditor's Office. 840 Helena Ave.. Helena, MT 39601 The heaning shall then

wloisl LI

leanng request

be held within & reasonable nme following the Commussioner’s receipt of the

uTuess oterwise agreed Dy the parues. [F no heanng i1s requested within fifteen (135) days of

der shall become

Q
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receipt of this order by Respondents, and the Commussioner orde

' permanent. and the above allegations of fact will be deciared sindings of fact and the apove

provosed conciusions of law will be deciared conclusions oF law,

Should you request 2 hearing, vou have the mizhi 1o be accompanied, represenied apd

advised by counse! I7 the counse! vou chocse has not been admitted to the pracuce of law in the

~ Montana, be or she must comply with the requirernents of Application of Amencan

and Renining . Co., 164 Mont. 139, 520 P.2d 103 (1972,

T b
DATED thus 28 dav of ,,;L Wil gtes . 2004,
S /( )
j ~ .‘:r'll I3 A
i Bk g
,’,f\, PEnta g A

Karen Powe
Depury Comumissioner of Secariues
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