
 

 

SEC Settlement 
 

I had originally planned to post my formal settlement documents to the site.  But, I have been 
told that to post confidential settlement documents or discuss confidential settlement terms is a 
breach of “legal etiquette.”  So, I have reluctantly decided not to post the documents for now. 
 
It is my intention to eventually provide a complete and thorough set of all of my SEC 
documents, so that true facts of this case may be known and that they may also be used for 
academic and other research. 
 
With that said, I do feel that I need to briefly describe this settlement process. 
 
I had negotiated these settlement documents, in good faith, with the SEC Staff for 
months. I had signed my settlement documents in January 2011, had them notarized and mailed, 
and wired my settlement funds to escrow and was told that the Commission’s approval of the 
enforcement Staff’s professional decisions were almost always approved. And yet my settlement 
was rejected by the Commission on January 15, 2011. Earlier that week, the SEC’s enforcement 
division had received significant public criticism regarding their relatively lenient settlements 
involving Citi executives. Who knows why the Commission rejected my settlement. Was it that 
they wanted to appear “tough” in light of this criticism? Regardless of the reason, what the 
Commission did was wrong and unfair. And what they did next was worse. When the settlement 
was rejected, suddenly the number and scope of the SEC’s allegations expanded and the charges 
were increased in seriousness. 
 
The SEC uses the following language in their settlements: “defendant neither admits nor 
denies”. Sounds innocent enough -- it even sounds protective to some extent of a 
defendant. But this wording is really used because most defendants, including myself, could 
never honorably settle, if we had to admit to something we knew was not true. The “admit nor 
deny” language would probably be okay, but the SEC then uses its awesome government power 
to force on all defendants an un-American, one-sided confidentiality provision. It is so broadly 
worded that it prevents a defendant from ever discussing or disclosing any of the facts of the case 
(for fear that the SEC will then exercise its unilateral right to cancel the settlement and litigate) 
and yet the SEC is not bound by this same provision. In fact, when settlements are finalized, the 
SEC usually issues a press release, which essentially “bad-mouths” the defendant and implies 
they are guilty, when the formal settlement documents clearly state that the defendant has not 
admitted to any of the allegations. Shame on them. 


