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Headlines 

Legislation: 

• Senate Banking Committee Chairman Unveils Draft Financial Reform Package (HF, IA & MF) 

• Investor Protection Act Passes the Financial Services Committee (HF, IA & MF) 
 
Judiciary: 

• Supreme Court Hears Oral Arguments on Jones v. Harris (IA & MF) 
 
Regulatory: 

• SEC Proposes Rules for NRSROs (HF, IA & MF) 

• Joint Orders Issued by SEC and CFTC on Volatility Indexes and Securities Futures (HF, IA & 
MF) 

• MSRB Seeks to Amend Rules Regarding the Priority of Orders in Primary Offerings (HF, IA & 
MF)   

• SEC Proposes to Regulate “Dark Pools” (HF, IA & MF) 

• CFTC Adopts CPO Reporting Requirement Amendments (HF) 

• SEC Posts Small Entity Compliance Guide on References to NRSRO Ratings (HF, IA & MF) 

• Compliance Date for Regulation S-AM Extended (HF, IA & MF) 

• FTC Delays Red Flags Rule (HF, IA & MF) 
 
Enforcement: 

• IA Registrations of KHF Advisors and Appalachian Asset Management Revoked (IA) 

• FINRA Fines Broker-Dealer for Making Improper Soft Dollar Payments for Hedge Fund (HF) 

• SEC Issues Consent Order Barring Unregistered Investment Adviser (IA) 

• OppenheimerFunds Will Pay Oregon Families (MF) 

• Eichengreen Alleged to Have Defrauded Hedge Fund (HF & IA) 

• Assets of Culver City Adviser’s Limited Partnership Frozen by SEC (IA) 

• Hedge Fund Sanctioned by CFTC for Allegedly Making False Statements Concerning Its Market 
Positions to the Chicago Board of Trade (HF) 
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• Former CFO of Hedge Fund Boston Provident Charged with Securities Fraud (HF) 

• SEC Adds Charges Against Rajaratnam and Galleon Management LP (HF) 

• SEC Charges New York City-Based Investment Adviser, Its Executives, and Affiliated Broker-
Dealer With Fraud (IA & MF) 

• Hedge Fund Manager Pleads Guilty to Mail Fraud (HF) 
 
Speeches & Testimony: 

• SEC Commissioner and CFTC Chairman Testify on the Draft Financial Stability Improvement 
Act of 2009 (HF, IA & MF) 

• SEC Commissioner Speaks at Financial Executives International’s 28th Annual Current 
Financial Reporting Issues Conference (HF, IA & MF) 

• SEC Commissioner Speaks at Independent Directors Council’s 2009 Investment Company 
Directors Conference (HF, IA & MF) 

• SEC Commissioner Gives Speech Entitled “Investors Deserve Sustainable Reform—Not More 
of the Same” (HF, IA & MF) 

• SEC Chairman Addresses Practising Law Institute’s 41st Annual Institute on Securities 
Regulation (HF, IA & MF) 

 
Miscellaneous: 

• SEC Distributes More Than $2 Billion in Fair Fund Distributions (HF, IA & MF) 

• SEC Appoints Officials to OIEA (HF, IA & MF) 

• SRO Web Sites Provide “Short Sale Volume and Transaction Data” Pages (HF, IA & MF) 

• Final Model Privacy Notice Form Issued by Federal Regulators (HF, IA & MF) 

• Interagency Financial Fraud Enforcement Task Force Is Established (HF, IA & MF) 

• SEC Names Paul Beswick Deputy Chief Accountant (HF, IA & MF) 

• SEC Names Robert Cook New Director of Division of Trading and Markets (HF, IA & MF) 

• SEC Opens Registration for CCOutreach National Seminar (HF, IA & MF) 

• SEC Adds Three Experts to Division of Risk, Strategy, and Financial Innovation (HF, IA & MF) 
 

           
 
If you have any questions regarding this issue of the IM Regulatory Review or past issues, please feel 
free to contact Bibb L. Strench at 202.383.0509 or bibb.strench@sutherland.com, or the Sutherland 
attorney with whom you regularly work. Bibb Strench is a partner at Sutherland Asbill & Brennan LLP. 
Attorney Myra C. Mormile, an associate at Sutherland Asbill & Brennan LLP, contributed to this issue.  
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Legislation 

Senate Banking Committee Chairman Unveils Draft Financial Reform Package (HF, IA & MF) 
 
11.10.2009 Senate Banking Committee Chairman Chris Dodd (D-CT), joined by fellow committee 
members, announced a bill to reform the way that the U.S. financial system is regulated, which is called 
“Restoring American Financial Stability Act of 2009.” Highlights of the bill include the following: 
 

• Consumer Financial Protection Agency: Creates an independent watchdog to ensure that 
American consumers get the clear, accurate information they need to shop for mortgages, credit 
cards, and other financial products, while prohibiting hidden fees, abusive terms, and deceptive 
practices.  

 
• Ends Too Big to Fail: Prevents excessively large or complex financial companies from bringing 

down the economy by (1) creating a safe way to shut them down if they fail; (2) imposing tough 
new capital and leverage requirements and requiring that they write their own “funeral plans”; 
(3) requiring the industry to provide its own capital injections; (4) updating the Federal Reserve’s 
lender of last resort authority to allow system-wide support but not prop up individual institutions; 
and (5) establishing rigorous standards and supervision to protect the economy and American 
consumers, investors, and businesses.  

 
• Protects Against Systemic Risks: Creates an independent agency with a board of regulators to 

identify and address systemic risks posed by large, complex companies, products, and activities 
before they threaten the stability of the financial system. The agency could require companies 
that threaten the economy to divest some of their holdings.  

 
• Single Federal Bank Regulator: Eliminates the convoluted system of multiple federal bank 

regulators to increase accountability and end unnecessary overlap, conflicting regulation, and 
“charter shopping”; keeps in place the healthy dual banking system that governs community 
banks.  

 
• Executive Compensation and Corporate Governance: Provides shareholders with a say on 

pay and corporate affairs with a non-binding vote on executive compensation and director 
nominations.  

 
• Closes Loopholes in Regulation: Eliminates loopholes that allow risky and abusive practices to 

go unnoticed and unregulated—including loopholes for over-the-counter derivatives, asset-
backed securities, hedge funds, mortgage brokers, and payday lenders.  

 
• Protects Investors: Provides tough new rules for transparency and accountability from 

investment advisers, financial brokers, and credit rating agencies to protect investors and 
businesses.  

 
• Enforces Regulations on the Books: Strengthens oversight and empowers regulators to 

aggressively pursue financial fraud, conflicts of interest, and manipulation of the system that 
benefit special interests at the expense of American families and businesses. 
 

Click http://dodd.senate.gov/?q=node/5321 to access the release. Click 
http://banking.senate.gov/public/_files/FinancialReformDiscussionDraft111009.pdf to access a summary 
of the discussion draft. Click http://banking.senate.gov/public/_files/AYO09D44_xml.pdf to access the full 
text of the discussion draft.  
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Investor Protection Act Passes the Financial Services Committee (HF, IA & MF) 
 
11.4.2009 With a vote of 41 to 28, the Investor Protection Act of 2009 (H.R. 3817) cleared the House 
Financial Services Committee and was ordered reported to the House, as amended. A summary of the 
Act follows: 
 

• Protecting Investors and Righting Wrongs: The financial crisis exposed the perils of 
deregulation. The Act will right these wrongs by reforming the Securities and Exchange 
Commission (SEC) to strengthen its powers, better protect investors, and efficiently and 
effectively regulate the U.S. securities markets. 

 
• Comprehensive Securities Review and Reorganization: The failures to detect the Madoff and 

Stanford Financial frauds demonstrate deep deficiencies in the existing securities regulatory 
structure. An expeditious, independent, comprehensive study of the entire securities industry by a 
high-caliber body will identify reforms and force the SEC and other entities to put in place further 
improvements designed to ensure superior investor protection. 

 
• Enhanced SEC Enforcement Powers and Funding: By doubling the authorized funding for the 

SEC over five years and providing dozens of new enforcement powers and regulatory authorities, 
the SEC will be able to enhance its enforcement programs and gain the tools needed to better 
protect investors and police today’s markets. 

 
• Fiduciary Duty: Every financial intermediary who provides advice will have a fiduciary duty 

toward their customers. Through a harmonized standard, broker-dealers and investment advisers 
will have to put customers’ interests first. 

 
• Whistleblower Bounties: A whistleblower bounty program will create incentives to identify 

wrongdoing in the securities markets and reward individuals whose tips lead to successful 
enforcement actions. With a bounty program, the United States will effectively have more cops in 
the securities markets. 

 
• Ending Mandatory Arbitration: Because mandatory arbitration has limited the ability of 

defrauded investors to seek redress, the SEC will gain the power to bar these clauses in 
customer contracts. 

 
• Closing Loopholes and Fixing Faulty Laws: The Madoff fraud revealed that the Public 

Company Accounting Oversight Board lacked the powers it needed to examine the auditors of 
broker-dealers. The $65 billion Ponzi scheme also exposed faults in the Securities Investor 
Protection Act, the law that returns money to the customers of insolvent fraudulent broker-
dealers. The Investor Protection Act closes these loopholes and fixes these shortcomings. 

 
Click http://www.house.gov/apps/list/press/financialsvcs_dem/pressipa_100409.shtml to access the 
release. Click http://www.house.gov/apps/list/speech/financialsvcs_dem/markup_102109.shtml to access 
the full committee markup.  
 
 

Judiciary 

Supreme Court Hears Oral Arguments on Jones v. Harris (IA & MF) 
 
11.2.2009 The U.S. Supreme Court heard arguments in Jones v. Harris Associates L.P. The case is on 
appeal from the U.S. Court of Appeals for the Seventh Circuit, which held that § 36(b) of the Investment 
Company Act of 1940 did not permit judicial regulation of mutual fund management fees. That court 
acknowledged that management had a fiduciary duty to investors, but that did not imply that judicial 
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regulation of management’s fees was appropriate. Rather, the court stated that market forces were best 
able to determine the appropriateness of fees.  
 
The question before the Supreme Court is whether the Seventh Circuit erred in the holding that claims 
alleging mutual fund management’s fees were too high is not cognizable under § 36(b), when that holding 
is in conflict with those in three other circuits.  
 
The Court heard arguments from both sides and from Assistant Solicitor General Curtis Gannon. David 
Frederick, the attorney representing petitioners, was questioned by Chief Justice John Roberts and 
Justice Antonin Scalia about whether it was the Court’s place to rule in matters of fees and compensation, 
while John Donovan Jr., who represents Harris Associates in the case, was pressed about the petitioners’ 
claim that the services provided to institutional customers and retail customers were similar. Most of the 
questioning related to the differences in institutional and retail fees.  
 
Click http://www.ici.org/jvh for the Investment Company Institute link to descriptions of the oral arguments.  
 
 

Regulatory 

SEC Proposes Rules for NRSROs (HF, IA & MF) 
 
11.23.2009 The SEC proposed rule amendments and a new rule that would impose additional 
requirements on nationally recognized statistical rating organizations (NRSROs). The proposed 
amendments and rule would require an NRSRO to  

 
1. Furnish a new annual report describing the steps taken by the firm’s designated compliance 

officer during the fiscal year with respect to (a) compliance reviews; (b) identifications of material 
compliance matters; (c) remediation measures taken to address those matters; and 
(d) identification of the persons within the NRSRO advised of the results of the reviews;  

 
2. Disclose additional information about sources of revenues on Form NRSRO; and  
 
3. Make publicly available a consolidated report containing information about revenues of the 

NRSRO attributable to persons paying the NRSRO for the issuance or maintenance of a credit 
rating.  

 
Click http://www.sec.gov/rules/proposed/2009/34-61051.pdf to access the proposal. 
 
Joint Orders Issued by SEC and CFTC on Volatility Indexes and Securities Futures (HF, IA & MF) 
 
11.20.2009 The SEC and the Commodity Futures Trading Commission (CFTC) issued two joint orders 
related to security-based futures contracts to clarify each agency’s respective jurisdiction and allow 
additional products to underlie security futures. 
 
The first joint order excludes certain foreign and domestic volatility indexes that are based on broad-
based security indexes from the definition of “narrow-based security index.” As a result of the joint order, 
futures on foreign and domestic volatility indexes that meet the criteria contained in the joint order are 
treated as “broad-based security indexes” and subject to the exclusive jurisdiction of the CFTC. Options 
on such volatility indexes are subject to the federal securities laws and the jurisdiction of the SEC. The 
joint order became effective on November 17. 
 
The second joint order allows security futures products to be based on any security that is eligible to 
underlie an exchange-listed security option, including certain unregistered debt securities if the following 
conditions are met:  
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1. Each such security is a note, bond, debenture, or evidence of indebtedness that is not an equity 
security as defined in § 3(a)(11) of the Securities Exchange Act of 1934 (Exchange Act); 

 
2. The issuer of each such security has registered the offer and sale of the security under the 

Securities Act of 1933;  
 
3. The issuer of each such security, or the issuer’s parent if the issuer is a wholly owned subsidiary 

(as such terms are defined in Rule 1-02 of SEC Regulation S-X), has at least one class of 
common or preferred equity security registered under § 12(b) of the Exchange Act and listed on a 
national securities exchange;  

 
4. The transfer agent of each such security is registered under § 17A of the Exchange Act; and  
 
5. The trust indenture for each such security has been qualified under the Trust Indenture Act of 

1939. 
 

Click http://www.sec.gov/news/press/2009/2009-252.htm to access the release. Click 
http://www.sec.gov/rules/other/2009/34-61020.pdf to access the first joint order. Click 
http://www.sec.gov/rules/other/2009/34-61027.pdf to access the second joint order. 
 
MSRB Seeks to Amend Rules Regarding the Priority of Orders in Primary Offerings (HF, IA & MF)   
 
11.18.2009 The Municipal Securities Rulemaking Board (MSRB) filed with the SEC a proposed rule 
change consisting of 
 

1. Amendments to Rule G-8, on books and records to be made by brokers, dealers, and municipal 
securities dealers; Rule G-9, on preservation of records; and Rule G-11, on new issue syndicate 
practices;  

 
2. A proposed interpretation (proposed interpretive notice) of Rule G-17 on conduct of municipal 

securities activities; and  
 
3. The deletion of a previous Rule G-17 interpretive notice on priority of orders dated December 22, 

1987.  
 
The MSRB proposed that the rule change be made effective for new issues of municipal securities for 
which preliminary pricing begins more than 30 days after the date the proposed rule change is approved 
by the SEC. 
 
The proposed amendments to Rule G-11 would  
 

1. Apply the rule to all primary offerings, not just those for which a syndicate is formed;  
 
2. Require that all dealers (not just syndicate members) disclose whether their orders are for their 

own account or a related account; and  
 
3. Require that priority be given to orders from customers over orders from syndicate members for 

their own accounts or orders from their respective related accounts, to the extent feasible and 
consistent with the orderly distribution of securities in the offering, unless the issuer otherwise 
agrees or it is in the best interests of the syndicate not to follow that order of priority. 

 
The proposed amendments to Rules G-8 and G-9 would require that records be retained for all primary 
offerings of 
 

1. All orders, whether or not filled;  
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2. Whether there was a retail order period and, if so, the issuer’s definition of “retail”; and  
 
3. Those instances when the syndicate manager allocated bonds other than in accordance with the 

priority provisions of Rule G-11 and the specific reasons why it was in the best interests of the 
syndicate to do so. 

 
The proposed interpretive notice would provide that violation of these priority provisions would be a 
violation of Rule G-17, subject to the same exceptions as provided in proposed amended Rule G-11. It 
also would provide that Rule G-17 does not require that customer orders be accorded greater priority than 
orders from dealers that are not syndicate members or their respective related accounts. The proposed 
interpretive notice also would provide that it would be a violation of Rule G-17 for a dealer to allocate 
securities in a manner that is inconsistent with an issuer’s requirements for a retail order period without 
the issuer’s consent. Issuance of the notice, in addition to the amendments to Rule G-11, is consistent 
with previous guidance issued by the Board that all activities of dealers must be viewed in light of the 
basic fair dealing principles of Rule G-17, regardless of whether other MSRB rules establish additional 
requirements on dealers. 
 
Click http://www.msrb.org/msrb1/whatsnew/2009-59.asp to access the notice.  
 
SEC Proposes to Regulate “Dark Pools” (HF, IA & MF) 
 
11.13.2009 The SEC proposes to amend the regulatory requirements of the Exchange Act that apply to 
non-public trading interest in National Market System stocks, including so-called “dark pools” of liquidity. 
The SEC proposes to amend the following: 
 

• The definition of “bid” or “offer” in the Exchange Act quoting requirements to apply expressly to 
actionable indications of interest (IOIs) privately transmitted by dark pools and other trading 
venues to selected market participants. The proposed definition would exclude, however, IOIs for 
large sizes that are transmitted in the context of a targeted size discovery mechanism.  

 
• The display obligations of alternative trading systems (ATSs) in Regulation ATS under the 

Exchange Act, including a substantial lowering of the trading volume threshold in Regulation ATS 
that triggers public display obligations for ATSs.  

 
• The joint-industry plans for publicly disseminating consolidated trade data to require real-time 

disclosure of the identity of dark pools and other ATSs on the reports of their executed trades.  
 
The proposals are intended to promote the Exchange Act goals of transparency, fairness, and efficiency. 
 
Click http://www.sec.gov/rules/proposed/2009/34-60997.pdf to access the proposal. 
 
CFTC Adopts CPO Reporting Requirement Amendments (HF) 
 
11.9.2009 The CFTC adopted amendments to its regulations regarding periodic and annual reporting 
requirements applicable to Commodity Pool Operators (CPOs). The amendments 
 

• Specify detailed information that must be included in the periodic account statements and annual 
reports for commodity pools with more than one series or class of ownership interest; 

 
• Clarify that the periodic account statements must disclose either the net asset value per 

outstanding participation unit in the pool or the total value of a participant’s interest or share in the 
pool; 

 
• Extend the time period for filing and distributing annual reports of commodity pools that invest in 

other funds; 
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• Codify existing CFTC staff interpretations regarding the proper accounting treatment and financial 
statement presentation of certain income and expense items in the periodic account statements 
and annual reports; 

 
• Codify exemptions staff has provided to CPOs that operate offshore funds that elected to use 

non-U.S. generally accepted accounting principles in the preparation of pool financial statements; 
 
• Streamline annual reporting requirements for pools ceasing operation; and 
 
• Clarify and update several other requirements for periodic and annual reports prepared and 

distributed by CPOs. 
 
Click http://www.cftc.gov/newsroom/generalpressreleases/2009/pr5746-09.html to access the release. 
 
SEC Posts Small Entity Compliance Guide on References to NRSRO Ratings (HF, IA & MF) 
 
11.5.2009 The SEC posted a small entity compliance guide on references to securities credit ratings 
issued by NRSROs based on the SEC’s adoption of amendments to certain of its rules under the 
Investment Company Act of 1940 (1940 Act) to remove such references. The SEC’s amendments are 
designed to address concerns that references to NRSRO ratings in SEC rules may have contributed to an 
undue reliance on those ratings by market participants. The SEC believes that the references to credit 
ratings in the amended rules are no longer warranted as serving their intended purposes.  
 
The guide discusses the following:  
 

• Amendment to Rule 5b-3 under the 1940 Act 
 

o Rule 5b-3 is a look-through provision that allows an investment company (fund) to treat a 
refunded bond it acquires as the U.S. government securities that are placed in an escrow 
account and pledged only to satisfy the payments due to investors under the bond. One 
of the former rule’s conditions is that an independent CPA must have certified to the 
escrow agent that the escrowed government securities will meet the payments due to 
investors under the refunded bond, unless the bond has the highest debt rating from an 
NRSRO.  

 
o Under the amendment to Rule 5b-3, the CPA certification condition applies to all 

refunded bonds, regardless of their NRSRO ratings. Amended Rule 5b-3, however, does 
not require that funds obtain the CPA certification. Rather, the amended rule requires that 
the CPA certify to the escrow agent that the escrowed securities will satisfy all scheduled 
payments. This requirement may be met, for example, by the fund manager confirming 
that a certification meeting the requirements of the amended rule was provided to the 
escrow agent. 
 

• Amendments to Rule 10f-3 under the 1940 Act 
 

o Rule 10f-3 permits registered funds, if certain conditions are met, to purchase securities 
in an underwritten offering in which an affiliate of the fund is a member of the underwriting 
syndicate. Under the former rule, municipal securities that a registered fund purchases 
must have received certain of the highest NRSRO ratings.  

 
o Under the amended rule, the municipal securities must (i) have sufficient liquidity such 

that they can be sold at or near their carrying value within a reasonably short period of 
time, and (ii) be subject to no greater than moderate credit risk, or, if the issuer has been 
in continuous operation for less than three years (i.e., is a less seasoned issuer), subject 
to a minimal or low amount of credit risk. 
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Click http://www.sec.gov/rules/final/2009/34-60789-secg.htm to access the release. 
 
Compliance Date for Regulation S-AM Extended (HF, IA & MF) 
 
11.5.2009 The SEC extended the compliance date for Regulation S-AM from January 1, 2010, to June 1, 
2010. Regulation S-AM will limit the use by a broker-dealer, investment adviser, investment company, 
and transfer agent of certain customer (called “consumer” in the regulation) information received from an 
affiliate to solicit a customer for marketing purposes unless the customer has been given notice, a 
reasonable opportunity, and a reasonable and simple method to opt out of such solicitations.  
 
Click http://www.sec.gov/rules/final/2009/34-60946.pdf to access the release. 
 
FTC Delays Red Flags Rule (HF, IA & MF) 
 
11.2.2009 The Federal Trade Commission (FTC) has further delayed enforcement of its Red Flags Rule, 
until June 1, 2010. The FTC granted the extension at the request of members of Congress, in order to 
allow Congress to finalize legislation that would reduce the number of “creditors” subject to the rule. 
 
The rule requires financial institutions and creditors with covered accounts to develop and implement 
written identity theft prevention programs to identify, detect, and respond to red flags that could indicate 
identity theft. Financial institutions that fall under the jurisdiction of a different regulator have been subject 
to the rule since November 1, 2008, but the FTC has given a series of extensions on enforcement, with 
the most recent prior extension to November 1, 2009.  
 
Click http://www.ftc.gov/opa/2009/10/redflags.shtm to access the release. 
 
 

Enforcement 

IA Registrations of KHF Advisors and Appalachian Asset Management Revoked (IA) 
 
11.24.2009 The investment adviser registrations of KHF Advisors, LLC (KHF) and Appalachian Asset 
Management, Inc., have been revoked. Both are controlled by Knox H. Fuqua of Charleston, W. Va. The 
sanctions were ordered in administrative proceedings before an administrative law judge, following a 
court-ordered injunction against Fuqua and KHF. In August 2009, Fuqua and KHF were enjoined from 
violating the antifraud provisions of the federal securities laws, based on their misappropriation of client 
funds and other misconduct. Clients had given Fuqua and KHF discretionary authority over their money, 
with the caveat that the money not be invested in high-risk investments. Instead of investing clients’ funds 
according to their instructions, Fuqua and KHF used the funds to pay business expenses and personal 
expenses of Fuqua and to repay money misappropriated from other investors. 
 
Click http://www.sec.gov/litigation/admin/2009/ia-2954.pdf to access the order against KHF Advisors. 
Click http://www.sec.gov/litigation/admin/2009/ia-2955.pdf to access the order against Appalachian Asset 
Management, Inc.  
 
FINRA Fines Broker-Dealer for Making Improper Soft Dollar Payments for Hedge Fund (HF) 
 
11.23.2009 The Financial Industry Regulatory Authority (FINRA) fined Terra Nova Financial, LLC, of 
Chicago, $400,000 for making more than $1 million in improper soft dollar payments to or on behalf of five 
hedge fund managers, without following its own policies to ensure the payments were proper. Terra Nova 
was also charged with failing to properly supervise its soft dollar program, failing to implement adequate 
supervisory procedures, and failing to retain its business-related electronic instant messages. Terra Nova 
also failed to timely respond to FINRA’s requests for productions of various documents, including emails 
and instant messages, thus delaying FINRA’s investigation. 
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FINRA also sanctioned three individuals: (1) Cleovan Jordan, the soft dollar administrator who managed 
Terra Nova’s relationship with its hedge fund clients, was suspended from associating in any capacity 
with a securities firm for 30 days and fined $20,000. (2) Joshua Teuber, who supervised the soft dollar 
operation, was charged with failure to properly supervise and was suspended from acting in a supervisory 
or principal capacity for 20 days and fined $15,000. (3) David Persenaire, the firm’s Chief Compliance 
Officer until September 2009, was charged with failing to ensure the implementation of adequate written 
systems and procedures, was suspended from acting in a supervisory or principal capacity for 10 days, 
fined $10,000, and was required to take and pass a Compliance Official Qualification Exam. 
 
As part of the settlement, Terra Nova is required to retain an independent consultant to review and 
enhance its policies, systems, and procedures relating to its soft dollar operations.  
 
FINRA found that starting in 2004, Terra Nova set up soft dollar accounts for eight hedge funds to 
encourage the funds to execute trades with the firm. Terra Nova collected a portion of the commissions 
generated by the funds’ trading in separate soft dollar accounts and from those accounts paid invoices 
from the fund managers or third parties for various services. Federal securities laws allow advisors to use 
soft dollars to pay for research or brokerage-related expenses. But advisors may use soft dollars to pay 
for personal expenses or other non-research or non-brokerage related expenses only if those types of 
payments were previously disclosed to investors and if they are made in accordance with the terms of the 
fund’s organizing documents. 
 
FINRA found that in 2004 and 2005, Terra Nova made numerous improper soft dollar payments to or on 
behalf of five hedge fund advisors totaling more than $1 million. Some payments (for estate planning 
fees, administrative staff, and accounting expenses) were not allowed by the fund documents. Other 
payments made directly to the funds’ managers were improper because Terra Nova did not receive 
written authorization from a third party evidencing that the payments were appropriate, as required by 
fund documents that the firm had or should have obtained under its own policies. 
 
In settling this matter, Terra Nova, Jordan, Teuber, and Persenaire neither admitted nor denied the 
charges, but consented to the entry of FINRA’s findings. 
 
Click http://www.finra.org/Newsroom/NewsReleases/2009/P120423 to access the release. 
 
SEC Issues Consent Order Barring Unregistered Investment Adviser (IA) 
 
11.20.2009 The SEC issued a consent order against David L. Hersh, barring him from associating with 
any investment adviser. The SEC alleges that Hersh offered and sold securities to unsophisticated 
investors on the basis of misrepresentations and omissions of material fact to fund an options trading 
scheme. Hersh allegedly pooled investor funds and diverted some of the funds for his personal use. 
Hersh allegedly knowingly misrepresented the expected returns from the options trading scheme to 
existing and potential investors and did not disclose the related trading risks. Hersh allegedly routinely 
created and used fraudulent documents to mislead existing and potential investors.  
 
Click http://www.sec.gov/litigation/admin/2009/ia-2953.pdf to access the order.  
 
OppenheimerFunds Will Pay Oregon Families (MF) 
 
11.19.2009 Oregon Treasurer Ben Westlund and Attorney General John Kroger announced that 
OppenheimerFunds Inc. and two affiliates agreed to settle a lawsuit that was filed in April 2009 on behalf 
of the Oregon College Savings Trust for the benefit of participants who suffered losses in the 
OppenheimerFunds Core Bond Fund. The lawsuit alleged mismanagement, securities fraud, breach of 
contract, and breach of fiduciary duty. The settlement will divide $20 million among roughly 45,000 
accountholders, based on how heavily individual accounts were invested in the Core Bond Fund. Under 
the other terms of the settlement, the recovered dollars for each accountholder are expected to be posted 
to individual accounts in the first quarter of 2010.  
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The lawsuit did not address general losses in 2008 that were a result of poor market performance. It 
focused solely on the OppenheimerFunds Core Bond Fund, which made up between 10% and 40% of 
age-based savings options in the Oregon plan. Investors with aggressive, stock-based portfolios had little 
or no exposure to the bond fund—and will receive little if any reimbursement.  
 
Click 
http://www.ost.state.or.us/news/Releases/2009/111909%20OppenheimerFunds%20will%20pay%20$20
%20million%20to%20settle%20lawsuit%20over%20alleged%20mismanagement.pdf to access the 
release. 
 
Eichengreen Alleged to Have Defrauded Hedge Fund (HF & IA) 
 
11.19.2009 The SEC issued an order barring William H. Eichengreen from associating with any 
investment adviser. The SEC found that Eichengreen was the Chief Compliance Officer and Marketing 
Director for Directors Performance Fund, LLC (the Fund), a now-defunct hedge fund operated by 
Eichengreen and Sharon Vaughn through Vaughn’s wholly owned registered investment adviser, 
Directors Financial Group, Ltd. (DFG). The SEC sued Eichengreen, alleging that in the course of DFG’s 
investment in a purported FOREX trading program and its subsequent investment of $25 million of the 
Fund’s assets in a fraudulent “Prime Bank” scheme, Eichengreen and DFG defrauded the Fund, and 
DFG’s individual clients who invested in the Fund, by (a) falsifying the Fund’s financial statements, 
thereby allowing DFG to take profit-based fees to which it was not entitled, and (b) misrepresenting the 
Fund’s trading strategy, investments, and performance. The SEC also alleged that Eichengreen 
substantially assisted DFG in altering documents in anticipation of an SEC examination of DFG.  
 
Click http://www.sec.gov/litigation/admin/2009/ia-2952.pdf to access the order.  
 
Assets of Culver City Adviser’s Limited Partnership Frozen by SEC (IA) 
 
11.18.2009 The SEC obtained an asset freeze and other emergency relief to halt the continuing false 
disclosures being made by Heath M. Biddlecome, a Culver City, Calif., investment adviser. The SEC 
alleges that Biddlecome, through his firm California Wealth Management Group, doing business as 
IFC Advisory (IFC), operated a limited partnership investment fund, raising $9.8 million from investors. 
Biddlecome established Homestead Properties, L.P. (Homestead), to invest in mobile home park 
communities and, according to the SEC, without ever informing investors, changed the partnership’s 
investment strategy to securities day trading. The SEC stated that Biddlecome transferred $4.5 million of 
the partnership’s monies and began to trade options, trade on margin, and engage in short sales. This 
risky day trading strategy resulted in erratic performance, alternating between six-figure trading losses 
and profits in various months; in September and October 2009 alone, the account value declined 
$1.9 million. The SEC further stated that they falsely claimed that a brokerage firm would sell the 
partnership interests and an accounting firm would audit the partnership’s books yearly. In reality, 
Biddlecome never enlisted these third parties to perform such services. In addition, although investors 
were told that distributions would be made quarterly out of net profits and certain investors received 
distributions, Homestead suffered losses for two years. Lastly, the SEC found that Biddlecome 
misappropriated partnership moneys to pay for his personal credit card bills. 

 
Click http://www.sec.gov/litigation/litreleases/2009/lr21304.htm to access the release.  
 
Hedge Fund Sanctioned by CFTC for Allegedly Making False Statements Concerning Its Market 
Positions to the Chicago Board of Trade (HF) 
 
11.13.2009 The CFTC settled charges against EMF Financial Products, LLC (EMF), a CFTC registrant 
based in New York, N.Y., for making false statements and failing to disclose material information 
concerning its market positions and financing to the Chicago Board of Trade (CBOT). The CFTC also 
charged that EMF failed to diligently supervise the handling of its commodity interest business. The CFTC 
order requires EMF to pay a $4 million civil monetary penalty and restricts for three years its registration 
as a Commodity Pool Operator (CPO) and Commodity Trading Advisor (CTA). 
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The CFTC concluded that, in August 2005, EMF concealed and misrepresented material information 
about its positions and financing as the CBOT was conducting surveillance on the September 2005 U.S. 
Treasury Note Futures Contract (the September 2005 Contract) that was expiring on September 30. Prior 
to the commencement of the delivery period on the September 2005 Contract, EMF misrepresented and 
failed to disclose to the CBOT its full position in, and control of, up to $11.9 billion of the underlying 
cheapest-to-deliver (CTD) security on the September 2005 Contract at the same time that it held a 
significant large long position in the September 2005 Contract. The order further finds that EMF 
eventually fully disclosed the information to the CBOT and that an orderly liquidation of the September 
2005 Contract occurred. 
 
Specifically, the CFTC found that, in August 2005, the CBOT conducted market surveillance to ensure an 
orderly liquidation of the September 2005 Contract. Because of EMF’s long futures position, the CBOT 
contacted EMF on two occasions to determine EMF’s delivery intentions and market positions. In its 
communications with the CBOT, EMF misrepresented the size of its cash position in the CTD, stating in 
one conversation that it had approximately $200 million when, in fact, EMF held a cash position of 
$2.2 billion. In addition, EMF failed to disclose that it held a large position in the CTD in the repurchase 
(repo) market of more than $10 billion. The CFTC also found that EMF did not inform the CBOT that it 
was financing its large long position in the CTD through a repo financing mechanism known as General 
Collateral Financing (GCF), which made those notes unavailable to market participants. As of August 26, 
2005, EMF had $11.9 billion of the CTD financed through GCF. 
 
According to the CFTC, EMF disclosed its full position in the CTD only after CBOT made a written request 
for the information. In response, the CBOT, through its Business Conduct Committee, took the 
extraordinary step of issuing a letter directing EMF not to increase its position in the September Contract 
and stated its expectation that EMF would take no action that would constrain the freely available supply 
of the CTD. EMF complied with the CBOT’s directives, the CFTC found. 
 
The CFTC found that EMF failed to have an adequate system of supervision and internal controls to 
detect and deter possible wrongdoing and to reasonably oversee the handling of its business. According 
to the CFTC order, EMF did not have appropriate oversight procedures in place to manage and control 
the large concentrated positions taken by its traders. The CFTC further found that EMF did not have 
policies and procedures in place to oversee communications with regulators to ensure that full, complete, 
and truthful information was provided in a timely fashion.  
 
Click http://www.cftc.gov/newsroom/enforcementpressreleases/2009/pr5751-09.html to access the 
release. 
 
Former CFO of Hedge Fund Boston Provident Charged with Securities Fraud (HF) 
 
11.10.2009 The SEC charged Ezra C. Levy, former Chief Financial Officer of a New York-based hedge 
fund, with securities fraud for arranging secret sales of securities from his personal trading account to the 
hedge fund accounts at inflated prices to generate his own illicit profits. The SEC alleges that on two days 
in June 2009, Levy secretly entered “sell” orders for securities at above-market prices for his personal 
account. At approximately the same time, he entered “buy” orders for Boston Provident’s accounts, for 
the same securities at the same above-market prices. By placing these matched orders, Levy caused 
sales of securities from his personal account to Boston Provident’s accounts at inflated prices. Levy’s 
profit from these fraudulent trades exceeded $537,000.  
 
Click http://www.sec.gov/news/press/2009/2009-241.htm to access the release. 
 
SEC Adds Charges Against Rajaratnam and Galleon Management LP (HF) 
 
11.5.2009 The SEC announced additional charges in its insider trading enforcement action against 
billionaire Raj Rajaratnam and Galleon Management LP by charging 13 additional individuals and entities, 
including three hedge fund managers, three professional traders at New York-based Schottenfeld Group, 
and a senior executive at Atheros Communications, a California-based developer of networking 
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technologies. The SEC named sources for the confidential insider tips to Rajaratnam and identified others 
who traded on the basis of non-public information in a scheme that cumulatively generated more than 
$33 million in illicit gains.  
 
The SEC additionally charged Roomy Khan of Fort Lauderdale, Fla.—hedge fund consultant; Deep Shah 
of Mumbai, India—former analyst at Moody’s; Choo-Beng Lee of San Jose, Calif.—co-founder and 
managing partner at Far & Lee and Spherix Capital; Ali Far of Saratoga, Calif.—co-founder and managing 
partner at Far & Lee and Spherix Capital; Far & Lee, LLC—California-based trading entity; Spherix 
Capital—California-based hedge fund; Ali Hariri of San Francisco, Calif.—vice president at Atheros 
Communications; Gautham Shankar of New Canaan, Conn.—former proprietary trader at Schottenfeld; 
Zvi Goffer of New York, N.Y.—former proprietary trader at Schottenfeld; David Plate of New York, N.Y.—
former proprietary trader at Schottenfeld; Schottenfeld Group LLC—New York-based proprietary trading 
firm; Steven Fortuna of Westwood, Mass.—co-founder and principal of S2 Capital; and S2 Capital 
Management LP—New York-based hedge fund.  
 
Click http://www.sec.gov/news/press/2009/2009-235.htm to access the release.  
 
SEC Charges New York City-Based Investment Adviser, Its Executives, and Affiliated Broker-
Dealer With Fraud (IA & MF) 
 
11.4.2009 The SEC charged New York City-based investment adviser Value Line Inc.; its CEO, Jean 
Buttner; its former Chief Compliance Officer (CCO), David Henigson; and its affiliated broker-dealer, 
Value Line Securities, Inc. (VLS), with defrauding the Value Line family of mutual funds by charging more 
than $24 million in bogus brokerage commissions on mutual fund trades funneled through VLS.  
 
The SEC found that from 1986 to November 2004, Value Line, while serving as investment adviser to the 
Value Line Funds (the Funds), directed a portion of the Funds’ securities trades to VLS through its so-
called “commission recapture program.” Value Line arranged for one of three unaffiliated brokers to 
execute, clear and settle the Funds’ trades at a discounted commission rate of $.02 to $.01 per share. 
Instead of passing this discount on to the Funds, Value Line, according to the SEC, had the unaffiliated 
brokers bill the Funds $.0488 per share and then “rebate” $.0288 to $.0388 per share to VLS. In total, 
VLS received more than $24 million in bogus brokerage commissions from the Funds pursuant to this 
scheme, as VLS did not perform any bona fide brokerage services for the Funds on these trades. 
 
The SEC further found that Value Line falsely represented to the Funds’ independent directors/trustees 
and shareholders that VLS provided bona fide brokerage services for the commissions it received and 
that VLS otherwise served the best interests of the Funds and their shareholders. The SEC stated that 
CEO Buttner directed the “commission recapture program” and monitored its profitability to VLS, and thus 
to Value Line, by receiving periodic updates from CCO Henigson, who was responsible for implementing 
the scheme. Buttner and Henigson were involved in structuring and negotiating the recapture 
arrangement with the unaffiliated rebate brokers. Through its officers, Value Line also made materially 
misleading statements and omissions about VLS and the recapture program to the Funds and their 
shareholders in presentations to the Independent Directors/Trustees and in public filings with the SEC. 
 
Value Line, Buttner, Henigson, and VLS agreed to settle the charges by consenting to the entry of a 
cease-and-desist order that requires total payments of nearly $45 million in monetary remedies, including 
civil penalties, and imposes industry and officer and director bars. 
 
Click http://www.sec.gov/news/press/2009/2009-234.htm to access the release. 
 
Hedge Fund Manager Pleads Guilty to Mail Fraud (HF) 
 
11.3.2009 Alexander Trabulse, hedge fund manager for Fahey Hedge Fund and Fahey Financial Group, 
Inc., both located in San Francisco, Calif., pleaded guilty to mail fraud in the Northern District of 
California. Trabulse admitted to engaging in fraudulent conduct that caused investors to lose 
approximately $8.3 million. Specifically, in or about 1998 through 2007, Trabulse deceived investors by 
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mailing fraudulent periodic account statements that made materially false representations about the true 
disposition of their funds and materially overstated the investors’ returns and account balances. By in or 
about 2006, approximately 165 investors had invested a total principal amount of approximately 
$17.6 million. Trabulse misled these investors into believing that their investments in the Fahey Funds 
were worth a total of approximately $50 million, when in fact their investments were worth tens of millions 
of dollars less than that amount. 
 
Click http://sanfrancisco.fbi.gov/dojpressrel/pressrel09/sf110309.htm to access the release. 
 
 

Speeches & Testimony 

SEC Commissioner and CFTC Chairman Testify on the Draft Financial Stability Improvement Act 
of 2009 (HF, IA & MF) 
 
11.17.2009 SEC Commissioner Elisse B. Walter testified before the House Committee on Agriculture 
concerning the Discussion Draft of the Financial Stability Improvement Act (Discussion Draft). The 
Commissioner spoke about lessons the United States should learn from the recent financial crisis and 
events of last fall, including the need to establish a framework for macro-prudential oversight that looks 
across markets and avoids the silos that exist. The Commissioner advocated a single systemic risk 
regulator and a powerful council of regulators to ensure clear accountability for systemic risk, enable a 
strong, nimble response should adverse circumstances arise, and benefit from the broad and differing 
perspectives needed to best identify developing risks and minimize unintended consequences.  
 
The Commissioner also made recommendations to Congress on how the Discussion Draft should be 
altered:  
 

1.  Strengthen the Federal Services Oversight Council to improve risk management rules and reduce 
moral hazard; 

 
2.  Ensure that new systemic risk rules do not undercut needed consumer and investor protections; 
 
3.  Ensure that existing clearing agency requirements are not eliminated; 
 
4.  Ensure that existing capital requirements are not lowered; 
 
5.  Revise the approach for identifying and regulating systemic “activities”; and 
 
6.  Protect independent accounting standards. 

 
CFTC Chairman Gary Gensler also testified before the House Agriculture Committee on the Discussion 
Draft. Chairman Gensler testified on the following topics:  
 

• OTC Derivatives 
 
• Consolidated supervision 

 
• Resolution authority 

 
• Implications for CFTC regulation 

 
• Inclusion of exchanges and clearinghouses under consolidated supervision 

 
• Supervision of financial activities 
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• Regulation of payment and clearing systems 
 
Click http://www.sec.gov/news/testimony/2009/ts111709ebw.htm to access the Commissioner’s 
testimony. Click 
http://www.cftc.gov/ucm/groups/public/@newsroom/documents/speechandtestimony/opagensler-18.pdf to 
access the Chairman’s testimony. 
 
SEC Commissioner Speaks at Financial Executives International’s 28th Annual Current Financial 
Reporting Issues Conference (HF, IA & MF) 
 
11.17.2009 SEC Commissioner Kathleen L. Casey spoke at the conference and focused on three key 
lessons to take away from the current financial crisis from which the United States is emerging:  
 

• Accounting standards must promote transparency;  
 
• Investor needs must be preeminent; and 
 
• Financial reporting must remain relevant. 
 

Click http://www.sec.gov/news/speech/2009/spch111709klc.htm to access the speech. 
 
SEC Commissioner Speaks at Independent Directors Council’s 2009 Investment Company 
Directors Conference (HF, IA & MF) 
 
11.13.2009 SEC Commissioner Troy A. Paredes spoke at the 2009 Investment Company Directors 
Conference, hosted by the Independent Directors Council, and addressed three topics:  
 

1. Governance and the Deliberative Process: What matters most is not how a board is composed 
or structured or how many meetings are held each year, but how directors act. Boards of 
directors are expected to improve decision-making by spurring deliberation. The active 
engagement of directors is a lynchpin of meaningful deliberation. When assessing some course 
of action, directors should ask probing questions and follow-ups of each other and of 
management; should challenge key assumptions; should offer competing analyses; and should 
develop competing options to ensure that alternatives are considered and not cast aside too 
readily. Directors should be willing to dissent, and disagreement from others should not be 
discouraged or suppressed. Disagreement and spirited deliberation should not give way to 
hostility. Distrust and disharmony can threaten an enterprise; boards need collegiality and 
cooperation. Dissent will be most constructive, then, when conflicting viewpoints and pointed 
resistance do not trigger defensiveness, but instead are encouraged as catalyzing better 
decisions. 

 
2. Jones v. Harris Associates L.P.: The Commissioner offered his observations about the case:  
 It is notable that neither side embraced Jones. The crux of the matter is not about choosing 

between Jones and the Court’s decision in Gartenberg v. Merrill Lynch Asset Mgmt., Inc. Rather, 
the open issue seems to concern the appropriate application of Gartenberg going forward.  

 
3. Investor Choice: The kind of investor choice the fund industry offers is significant. One size of 

investment does not fit every investor. Choice allows investors to tailor their investments as they 
see fit to meet their individual investment goals, time horizons, risk tolerances, economic 
forecasts, and strategies. Choice also allows investors to hold diversified portfolios that reduce 
their risk. The benefits of investor choice—including tailored portfolios, the chance to earn higher 
returns, and diversification—are important aspects of the SEC’s mission of investor protection. 
Investor protection is about serving the broad interests of investors; it is not limited to shielding 
investors from fraud and manipulation. A market environment that affords investors the choice 
they desire so that they can allocate their capital among a host of diverse options advances 
important investor goals. Board members play a key role in helping to shape this environment by 
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influencing the innovation that occurs. Ultimately, the marketplace is the best test of a new 
financial product. Through improved disclosure and investor education, the SEC continues to 
empower investors in making informed investment decisions.  

 
Click http://www.sec.gov/news/speech/2009/spch111309tap.htm to access the speech. 
 
SEC Commissioner Gives Speech Entitled “Investors Deserve Sustainable Reform—Not More of 
the Same” (HF, IA & MF) 
 
11.6.2009 SEC Commissioner Luis A. Aguilar spoke on the emerging regulatory landscape, and he 
addressed some of his concerns, as follows: 
 

• The challenges the United States faces to the long-term strength of its capital markets are 
particularly great.  

 
• It is his hope that the resulting regulatory reform will be one that strengthens, rather than 

weakens, investor protection, fair and orderly markets, and the foundation for long-term economic 
prosperity.  

 
• The issues being discussed could very well lead to the largest wholesale regulatory restructuring 

of the financial services industry since the Great Depression, but there is also a growing concern 
that the United States might miss the opportunity to make the transformational changes required 
to address the realities of today’s financial markets—and to prepare for the unforeseen 
challenges of tomorrow. He also fears that the United States may go down the path of piecemeal 
changes that give the illusion of regulatory reform but leave it in danger of repeating its recent 
history.  

 
• He worries about which voices will most significantly influence the shape of the ultimate 

legislation that will be adopted.  
 
• He stated that his faith in the will and ability of Congress to pass strong reform legislation was 

severely shaken with the passage of particular amendments in the Investor Protection Act of 
2009 that emerged from the House Financial Services Committee, such as  

 
o The amendment to the Act that would exempt public companies with a market cap under 

$75 million from the independent audit requirement in the Sarbanes-Oxley Act. 
 
o The provision that would transfer oversight of a substantial number of investment 

advisers from the SEC to an industry self-regulator—in this case FINRA (Financial 
Industry Regulatory Authority).  

 
Click http://www.sec.gov/news/speech/2009/spch110609laa.htm to access the speech.  
 
SEC Chairman Addresses Practising Law Institute’s 41st Annual Institute on Securities Regulation 
(HF, IA & MF) 
 
11.4.2009 SEC Chairman Mary Schapiro spoke at the Practising Law Institute’s 41st Annual Institute on 
Securities Regulation. She stated that the recent financial crisis has highlighted the importance of healthy 
capital markets to the business community. Without ready access to capital, business slows. Without 
investor confidence, capital dries up. So, she said, we are all working toward getting back to a place 
where investors have faith that the markets are operating efficiently and effectively. Where investors have 
the tools and honest information they need to responsibly allocate their investing dollars and make 
informed decisions.  
 
She recapped the SEC’s strides in the last nine months: 
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• Revitalization of the Enforcement Division; 
 
• Revamping the way the SEC handles tips;  
 
• Creation of a new Division of Risk, Strategy and Financial Innovation to serve as a knowledge-

based center of expertise within the agency; 
 
• Bringing on new leadership across the agency, including Rob Khuzami, head of the Enforcement 

Division, and Meredith Cross, head of Corporation Finance; 
 
• Making various proposals, including  
 

o Measures designed to create a stronger, more robust regulatory framework for credit 
rating agencies; 

 
o Rules that would better protect clients of investment advisers from theft and abuse; 
 
o Rules to provide investors more meaningful, ongoing information regarding municipal 

securities; 
 
o Measures designed to curtail abusive pay-to-play practices by advisers to public pension 

plans and other governmental clientele;  
 
o Strengthening credit quality, liquidity, and maturity standards of money market funds; and 
 
o Addressing short selling in a downward market, as well as proposals that seek to limit the 

inequities of flash trading and dark pools. 
 
• Adopting rules to address the potentially harmful effects of naked short selling, significantly 

reducing the number of times short sellers failed to deliver securities.  
 
The Chairman then discussed shareholder voting reform, urging attendees to work with the SEC to 
achieve effective reform of the proxy process.  

 
Click http://www.sec.gov/news/speech/2009/spch110409mls.htm to access the speech. 
 
 

Miscellaneous 

SEC Distributes More Than $2 Billion in Fair Fund Distributions (HF, IA & MF) 
 
11.25.2009 The SEC announced that, for the first time, more than $2 billion has been distributed in a 
calendar year to injured investors as a result of SEC enforcement actions and proceedings. The SEC 
reached the milestone with the November 20 distribution of more than $40 million related to an illegal late 
trading scheme involving Ritchie Capital Management. The money resulted from penalties and 
disgorgement paid by Ritchie and others involved in the scheme that was the subject of an SEC 
enforcement proceeding. 
 
In 2009, distributions to injured investors were made in 31 cases brought by the SEC, involving illegal 
conduct ranging from accounting fraud to pump-and-dump schemes to mutual fund market timing. Among 
the distributions this year were more than $840 million to approximately 257,000 injured AIG investors, 
more than $320 million to approximately two million injured investors in Alliance Capital mutual funds, and 
more than $240 million to approximately 700,000 injured Bear Stearns investors. 
 
Click http://www.sec.gov/news/press/2009/2009-254.htm to access the release.  
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SEC Appoints Officials to OIEA (HF, IA & MF) 
 
11.19.2009 The SEC announced the appointment of three senior officials to its Office of Investor 
Education and Advocacy (OIEA):  
 

• Mary S. Head, Deputy Director of the office 
 
• Kathleen M. Floyd, Deputy Director of Investor Education 
 
• Richard C. Ferlauto, Deputy Director of Policy 
 

OIEA serves the SEC as the “investors’ office” and provides educational resources to help individual 
investors make informed financial decisions.  
 
Click http://www.sec.gov/news/press/2009/2009-251.htm to access the release.  
 
SRO Web Sites Provide “Short Sale Volume and Transaction Data” Pages (HF, IA & MF) 
 
11.17.2009 In a stated attempt to increase the transparency surrounding short sale transactions, several 
self-regulatory organizations (SROs) are providing on their websites daily aggregate short selling volume 
information for individual equity securities. The SROs are also providing website disclosure on a one-
month delayed basis of information regarding individual short sale transactions in all exchange-listed 
equity securities.  
 
Click http://www.sec.gov/answers/shortsalevolume.htm to access the SEC’s informational page. 
 
Final Model Privacy Notice Form Issued by Federal Regulators (HF, IA & MF) 
 
11.17.2009 Eight federal regulatory agencies released a final model privacy notice form that will make it 
easier for consumers to understand how financial institutions collect and share information about 
consumers. Under the Gramm-Leach-Bliley Act (GLB Act), institutions must notify consumers of their 
information-sharing practices and inform consumers of their right to opt out of certain sharing practices. 
The model form issued by the agencies can be used by financial institutions to comply with these 
requirements. The Financial Services Regulatory Relief Act of 2006 amended the GLB Act to require the 
agencies to propose a succinct and comprehensible model form that allows consumers to easily compare 
the privacy practices of different financial institutions, and has an easy-to-read font. 
 
The agencies conducted extensive consumer research and testing in developing the model form issued. 
Then they solicited public comments and considered those comments in developing a model form that is 
easier for consumers to understand and use. The final rule provides that a financial institution that 
chooses to use the model form obtains a “safe harbor” and will satisfy the disclosure requirements for 
notices. The rule also removes, after a transition period, the sample clauses now included in the 
appendices of the agencies’ privacy rules. 
 
Click http://www.sec.gov/news/press/2009/2009-248.htm to access the release. Click 
http://www.sec.gov/rules/final/2009/34-61003.pdf to access the final rule proposal on the model privacy 
notice form. 
 
Interagency Financial Fraud Enforcement Task Force Is Established (HF, IA & MF) 
 
11.13.2009 President Barack Obama has established by Executive Order an interagency Financial Fraud 
Enforcement Task Force to strengthen efforts to combat financial crime. The Department of Justice will 
lead the task force and the Department of the Treasury, the Department of Housing and Urban 
Development, and the SEC will serve on the steering committee. The task force’s leadership, along with 
representatives from a broad range of federal agencies, regulatory authorities, and inspectors general, 
will work with state and local partners to investigate and prosecute significant financial crimes, ensure just 
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and effective punishment for those who perpetrate financial crimes, address discrimination in the lending 
and financial markets, and recover proceeds for victims. The task force replaces the Corporate Fraud 
Task Force established in 2002 and will build upon efforts already underway to combat mortgage, 
securities, and corporate fraud by increasing coordination and fully utilizing the resources and expertise of 
the government’s law enforcement and regulatory apparatus. The attorney general will convene the first 
meeting of the Task Force in the next 30 days. 
 
Click http://www.sec.gov/news/press/2009/2009-249.htm to access the release.  
 
Click http://www.sec.gov/news/speech/2009/spch111709rsk.htm to access remarks on the task force by 
SEC Enforcement Director Robert Khuzami. 
 
SEC Names Paul Beswick Deputy Chief Accountant (HF, IA & MF) 
 
11.13.2009 The SEC announced that Paul A. Beswick has been named the Deputy Chief Accountant 
overseeing the Accounting group within the SEC’s Office of the Chief Accountant. Mr. Beswick fills the 
position vacated by Jim Kroeker, who was recently named SEC Chief Accountant. Mr. Beswick will be 
responsible for resolution of accounting issues, rulemaking projects, and oversight of private sector 
accounting standard-setting efforts. Mr. Beswick has been serving as Deputy Chief Accountant for 
Professional Practice in the SEC’s Office of the Chief Accountant since September 2008. He joined the 
SEC staff in October 2007 as a Senior Advisor to the Chief Accountant. 
 
Click http://www.sec.gov/news/press/2009/2009-244.htm to access the release.  
 
SEC Names Robert Cook New Director of Division of Trading and Markets (HF, IA & MF) 
 
11.10.2009 The SEC announced that Robert W. Cook has been named Director of the SEC’s Division of 
Trading and Markets. Mr. Cook comes to the SEC from the law firm of Cleary Gottlieb Steen & Hamilton 
LLP, where he has been a partner in the firm’s Washington, D.C., office since 2001. At Cleary Gottlieb, 
which he joined in 1992, Mr. Cook established himself as one of the nation’s leading practitioners on 
broker-dealer and market regulation.  
 
Click http://www.sec.gov/news/press/2009/2009-242.htm to access the release. 
 
SEC Opens Registration for CCOutreach National Seminar (HF, IA & MF) 
 
11.9.2009 The SEC announced the opening of registration for its CCOutreach National Seminar on 
January 26, 2010, to help chief compliance officers (CCOs) at investment advisers, investment 
companies, and broker-dealers enhance their compliance programs for the protection of investors. The 
event will be held at the SEC’s Washington, D.C., headquarters and will include panel discussions to 
analyze compliance issues being faced by investment advisers, mutual funds, and broker-dealers.  
 
Panel discussion topics at this year’s National Seminar for CCOs include the challenges faced in 
turbulent markets, administering compliance and annual reviews, and oversight of the trading process. 
Panelists will include representatives from the SEC’s Division of Trading and Markets, Division of 
Investment Management, and Office of Compliance Inspections and Examinations, as well as CCOs and 
representatives from the Financial Industry Regulatory Authority (FINRA). 
 
Click http://www.sec.gov/news/press/2009/2009-239.htm to access the release. Click 
http://www.sec.gov/info/cco/ccons2010.htm to access the National Seminar agenda and registration 
information. 
 
SEC Adds Three Experts to Division of Risk, Strategy, and Financial Innovation (HF, IA & MF) 
 
11.5.2009 The SEC announced that three experts in the fields of risk management, structured finance, 
and corporate transactions have been named to senior positions at the SEC’s newly established Division 
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of Risk, Strategy, and Financial Innovation. The Division was created in September to enhance the 
agency’s capabilities and help identify developing risks and trends in the financial markets. 
 
The Division’s new senior officials are: 

 
• Richard Bookstaber, Senior Policy Advisor to the Director 
 
• Adam Glass, Counsel to the Director 
 
• Bruce Kraus, Counsel to the Director  

 
Click http://www.sec.gov/news/press/2009/2009-238.htm to access the release.  
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