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SUMMARY

1. Begir ning in or before December 21, 2000, Paul Grant and Ronald Bassett Ifve
owned an operated a Utah corporation, ANExchange, L.L.C. which has operated an illega!,
fraudulent foreign € c'hange futures business. Since at least Apn’i 1999, 4NExchange has falsely
held itself out as trac ing foreign exchange for investors at a profit of 7% or more a month, before
expenses, when the nnly investment of 4NExchange did not earn any income for the firm.
4NExchange claims to trade through an intermediary which in tumn trades through futures
commission mercha ns. These futures commission merchants trade off-exchange retail foreign
exchange futures un ler the jurisdiction of the plaintiff Commodity Futures Trading Commission

" (“Commission” or “ ZFTC”) pursuant 1o federal commodity Jaws. Since at least April 1999, Grant

and Bassett have als > operated 4NExchange as an unregistered investment company in violation of

the registration requ rements of the Utah Code. Grant and Bassett have operaled 4NExchange as a
classic Ponzi schem : i violation of the antifraud provisions of the Commodity Exchange Act and
the securitics fraud | Tovision of the Utah Code. In so doing, they have misappropriated customer
funds and used false representaﬁons conceming the profits of 4NExchange to solicit up to 100
Investors.

2. From December 21, 2000 to the present, Defendants 4Nexchange, LLC., Grant and
Ba;sett have solicitt d and accepted funds from unsophisticated retai] investors to engage in
speculative trading 1 foreign currency futures contracts. Because these transactions are not
consummated on or subject to the rules of a contract market designated by the Commission or
consummated on a  narket registered as a derivatives transaction execution facility, Defendants have
violated Section 4(: ) of the Act, 7 U.S.C. § 6(2)(2001).

3. Base 3 upon the forcgoing facts, Defendants have engaged, are engaging, or are about

to engage in acts an 1 practices which violate the anti-fraud and registration sections of the
2
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Commodity Exchany e Act, as amended, 7US.C. §§ 1 et seq. (2001) (“Act”). More speciﬁc?lly. the
Defendants have cnj aged, are engaging, or are about (o engége in acts or practices which violate
Section 4b(a)(i) and iii)of the Act, 7 U.S.C. § 6b(a)(i) and (iii), by, among other things,
misappropriating cu tomer funds; and using false solicitations to sign up investors. In addition,
defendants effected legal off-exchange foreign exchange futures trades with retail investors in
violation of Section %a) of the Act, 7 U.S.C. §6.(a).

4. All 1l e defendants, by this conduct, also committed securities fraud and engaged in
the sale of unregiste ed securities in violation of the Utah Code. Moreover, Defendant Paul Grant
sold securities when he was not licensed to sell securities also in violation of the Utah Code.

) 5. Unle s restrained and enjoined by this Court, Defendants are likely to continue to
engage in the acts s d practices alleged in this Complaimt and in similar acts and practices, as more
“fully described belo v.

6. Accc rdingly, pursuant to Section 6¢ and Section 6d of the Act, 7 U.S.C. § 132-1 and
7 U.S.C. § 13b, the >laintiffs bring this action to enjoin such acts and practices, prevent the
dissipation of assets and 1o compel compliance with the provisions of the Act. In addition, the
Plaintiffs seek civil scnalties, an accounting, restitution, disgorgement and such other cquitable relief

as the Court may de 2 necessary or appropriate under the circumstances.

1.
JURSIDICTION AND VENUE

7. Sect.on 2(c)(2)(B)(i) and (ii) of the Commodity Exchange Act, 7US.C. § 2
(2001)(“Act”) grant s plaintiff, the Commodity Futures Trading Commission (“Commission™),
jurisdiction over ce tain transactions in foreign currency that are contracts for the sale of 2
commodity for futu ‘¢ delivery, including the transactions alleged in this Complaint.

This Court has juri: diction over this action pursuant to Section 6¢ of the Act, 7 U.S.C. § 13a-1, and

Section 6d, 7 U.S.C. § 13b, which authorize the Commission and the State of Utah to seek injunctive
3
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relief against any pers 01 whenever it shall appear to the Commission or the State that such person
has engaged, is engag ing, or is aboul 10 engage in any act or practice constituting a violation of any
provision of the Act < r any rule, regulation or order thereunder.

8. Venue¢ properly lies with this Court pursuant 1o Section 6¢ of the Act, 7 U.S.C. § 13a-
1(e), in that the Defeidants are found in, inhabit, or transact business in this district, and the acts and
practices in violation c{the Act have occurred, are occurring, or are about to occur within this
district. Section 6d, ' U.S.C. § 13b, specifically gives the Court jurisdiction over actions to enforce
the Act by the state ¢ f Utah and all other states.

III.
THE PARTIES

9. Plaint ff Commission is an independent federal regulatory agency that is charged with
tesponsibility for ad nnistering and enforcing the provisions of the Act, 7 U.S.C. §§ 1 et seq. (2001),
and the Regulations ) omulgated thereunder, 17 C.F.R.§§ 1 et seg. (2001).

10.  Plaimiff, the state of Utah is also given responsibility for enforcing the Act under
Section 6d, 7 U.S.C. § 13b.

11.  Defer dant Paul Grant resides at Alpine, Utah. Grant has never been registered with
the Commission. G)ant was not licensed to sell securities in Utah.

12.  Defer dant Ronald Basselt resides at Lindon, Utah. Bassett has never been registered
wi{}; the Commissio 1 in any capacity.

13. Defe:1dant 4NExchange, LLC., a Utah limited ljability corporation, has its main
office at 4175 Alpin : Cove Drive, Alpine, Utah 84604. 4NExchange lists Grant and Bassctt as its
members. 4NExchs age has never been registered with the Commission in any capacity.

4NExchange has no - heen registered in any capacity with the Division of Securities of the State of

Utah, does not quah fi for an cxemption and did not offer federal covered securnties.
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IV. -
FACTS

A. 4Nexchange’s W: jiten Solicitations

14.  In Api) 2001, the Utah Division of Securities learned that 4ANExhange was soliciting
investors to invest in “oreign exchange” through the firm. 4NExchange used documents which
stated that. while the fund ““does not in anyway guarantee josses ...or guarantee any amount of
specific return ... ba:ed on the funds past performance, we feel a monthly return of five to tep
percent of the amour t deposited is not an unreasonable expectation.”

15.  4NEx:hange's written materials also provide that an investment represents “money in
an account for the p1 mose of foreign currency trading” in the “Global foreign exchange market” and

-involves transaction: *for speculative purposes”. An accompanying description of the “foreign
2xchange market” dt scribes trading examples that are “leveraged” and involve “extended credit to
client.” The accomy aaying risk disclosure also implies that some of the foreign exchange
investments may be n options.

16.  4NE: change continued to use these same written solicitation materials to solicit new

investors after April 2001.

B. 4NExchange Re yesents that It Trades Through a Foreign Exchange Intermediary and then
Opens a Foreign Ex :hange Account with that Firm to Document its Representations to Utah.

17. On F dday, September 28, 2001, the State of Utah contacted Grant and asked for an

explanation of 4NE (change’s business. Grant then said that it traded ir: the range between $120,000
and $180,000 for si ¢ or seven individuals through an Internet based forex firm. According to Grant,
ANExchange merel 7 served as a device for these individuals to invest together and distributed all

profits directly to tl is small group. Grant was asked to provide Utah with the Internet firm’s website

and undertook to d so.
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18. On or ()atober 9, 2001, Grant and Bassett submitted new account documents for a
4NExchange account with an intermediary firm related to the 'identiﬁcd internet firm. Grant and
Bassett both signed 1 e new account documents for the account at the intermediary. Bassett signed
the wire transfer auth nizing the transfer of $200,000 to the intermediary firm.

19. On N¢ vember 26, 2001, aftera follow-up conversation with Utah, Grant sent Utah a
printout of an accoun: summary reflecting a balance of 31 87,000 in an account originally opened

with $200,000 in the name of 4NExchange with the intermediary fimm.

C. Business of the It tarmediary Firm

70.  The i tcrmediary firm used by ANExchange acts as a middle man for forex
“transactions. From ¢ eptember to December 2001, this intermediary firm traded through an ommbus
account with a regisi eved futures commijssion merchant.

D. Futurcs and Opti ;s Business of Registered FCM

2].  The i nures commission merchant uscd by 4NExchange’s intermediary is a forex firm
that registered with Naintiff Commission as a futures comrmission merchant to legally conduct its
forex business. Thi  futures commission merchant trades foreign exchange futures and options.

E. Intermediary Ch mges to Another Commission Regulated Dealer

92.  The ntermediary firm stopped trading with this first futures commission merchant in
or about December 2:)01 and thereafter traded through another firm in this business. The current
website for the inte mediary refers investors 10 the second firm.

23.  The second firm had applied to be a futures commission merchant before
4NExchange opentd 1ts account. This second firm is currently operating under the Commission’s

jurisdiction by virt e of a no-action letter while its futures commission application is pending.
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F. 4NExchange's Re :ept Investor Solicitations .

24. A Utd investigator contacted ANExchange in April 2001. At that time Grant claimed
that the investment a ‘eraged a return of 7-10% per month although the rcturn had reached as high as
13%. He stated that my return over 10% per month was divided between 4NExchange and the

traders as their comp :nsation.

G. 4NExchange Hars Not Invested Customer Funds Since October 2001 - It has Operated 2 Ponzi
Scheme '

75, From Monday, October 1, 2001 through April 16, 2002, 4NExchange took in $14.7
million from up to 1)) investors. The wransfer of $200,000 to an intcrmediary is the only
investment by 4NEx hange during this time. No money was returned from the intermediary to

- 4NExchange over it is time. The money taken in by 4NExchange was used to retum investments,
including purported profits reported to earlier investors, 1o pay the business expenses of

4NExchange, and tc pay more than $500,000 to the two principals of 4NExchange.

H. Solicitation of Il egal Retail Off-Exchange Foreiem Currency Futures Transactions

26.  Fron December 21, 2000 to the present, the Defendants have conducted business out
of Defendants’ Alp ne, Utah office for the purpose of selling foreign cuirency futures contracts 10
the retail public.

27.  The foreign currency contracts that Defendants market concern the purchase or sale
01: ;ommodities for future delivery at prices or using pricing formulas that are established at the time
the contracts are in tiated, and may be fulfilled through offset, cancellation, cash settlement or other
means to avoid del very.

28. The Defendants market these contracts to the general public. The customers who
pﬁrchase these fut res contracts have no commercial need for the foreign currency. Instead,

customers cnter in o these transactions to speculate and profit from anticipated price fluctuations in

the markets for tht se currencies.
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29, Custon crs do not anticipate taking -- and do not take -- delivery of the foreign.
currencies they purchi se as a consequence of these investments. 1f the market moves in a favorable
-

direction, a customer :xpects to liquidate his or her investment by authorizing the sale of the contract
and taking the profits

30.  Custor ers do not negotiate individual purchase agreements with 4NExchange. The
rules for margin calls and other terms and conditions of Defendant’s contracts, as set by Defendants,
are standardized.

31.  Defen lunts do nol conduct their foreign currency futures transactions on or subject to
the rules of a board o~ trade that has been designated by the Commission as a contract market, nor
are any of these traps i tions executed or consummated by or through a member of such a contract
market. Defendants 1o not conduct their transactions on a facility registcred as a derivatives
transaction executior jacility.

32, Secticn 2(c)(2)(B)(i) and (ii) of the Act, 7 U.S.C. § 2 (2001), provides that the
Commission shall he ve jurisdiction over an agreement, contract or transaction in foreign currency
that is a sale of a cor unodity for future delivery, so long as the contract is “offered to, or entered into
with, a person that is r.ot an eligible contract participant” unless the counter-party, or the person
offering to be the co mter-party, is a regulated entity, as defined in the Commodity Futures
Modernization Act ¢ [ 2000.

33, Sectim Ja(12)(A)xi) of the Act, 7 U.S.C. § 1 (2001), defines an eligible contract
participant as an ind ividual who has 1otal assets in cxcess of: a) $10 million; or b) $5 million and
who enters the trans action to manage the risk associated with an asset owned or a liability incurred,
or reasonably likely to be owned or incurred. At least some, if not all, cf the foreign currency

futures transactions alleged herein were offered to or entered into with persons who were not cligible

contract participant :.
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34,  No Def mdant is a proper counter-party for retail foreign currency transactions, and
therefore the Commmis: ion has jurisdiction over the transactions ip retail foreign currency alleged

herein.

35.  Grantrzceived at least $326,000 from 4Nexchange and Bassett received at least
$216,000 from 4NEx« hange.

36.  Basset and Grant both had signature authority over the financial jnstitution account
used by 4ANExchange. Grant signed the checks to customers.

37.  The st tcments made concerning reasonable profit expectztions, the statements made
concerning historical :eturns of 7-13% per month and the statements indicating that the funds were
in fact being invested were 2ll false.

38.  Grant ind Bassett have becn opcrating a Ponzi scheme. 4NExchange, Grant and

Bassett bave misappr »wriated money from these investors for themselves and to fund 4Nexchange

violation of the comy easation arrangement described in their solicitations.

V.
V. OLATIONS OF THE COMMODITY EXCHANGE ACT
COUNT 1
VI LATIONS OF SECTJON 4b(a)(i) and (iii) OF THE ACT:
~ FRAUD BY MISAPPROPRIATION OF CUSTOMER FUNDS
AND SOLICITATION FRAUD
39.  Paragraphs 1 through 38 are realleged and incorporated herein.
40. By o .gaging in the foregoing fraudulent scheme, from at least December 21, 2000
and continuing to th 2 date of the filing of the original Complaint herein, Defendants in orin
connection with or¢ =7s to make, or the making of, contracts of sale of commodities for future

delivery, made or t¢ he made, for or on behalf of any other persons, where such contracts for future

delivery were or co'1ld be used for the purposes set forth in Section 4b(a) of the Act, 7 U.S.C. § 6b(a)
9
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(2001), have: cheated 57 defrauded or attempted to defraud other persons; and willfully deceived or
attempted to deceive (ther persons, all in violation of Sections 4b(a)(i) and (iii) of the Act, 7US.C.

§§ 6b(a)(i) and (iii) (< 001).

41.  Each:ci of misappropriating :nvestor funds or each misrepresentation made dunng
the relevant time peri >, including but not limited to those specifically alleged herein, is alleged as a
separate and distinct rolation of Section 4b(a)(i) and (ii1) of the Act, 7 U.S.C. § 6b(a)(i) and (ii1).
COUNT UI
VIOLATION O)" SECTION 4(2) OF THE ACT, 7 U.S.C. § 6(a): OFFER AND SALE OF
COMMODITY F JTURES CONTRACTS NOT CONDUCTED ON A BOARD OF TRADE
y WHI('1{ HAS BEEN DESIGNATED AS A CONTRACT MARKET
) 42.  Plaintiffs realleges paragraphs 1 through 38 above and incorporates these allegations
herein by refcrence.

43. Since at least December 21, 2000, and continuing to the present, Defendants have
offered to enter into. c¢ntered into, cxecuted, confirmed the cxecution of, or conducted an office or
business in the Unit «t States for the purpose of soliciting, accepting any order for, or otherwise
dealing in transactic ns in, ot in connection with, a contract for the purchase of sale of a commodity
for future delivery v hen: () such transactions havc not been conducted on or subject to the rules of
a board of trade wh ci has been designated by the Commission as a contract market for such

commodity, and (b} such contracts have not been executed or consummated by or through 2 member

of such contract ms rket, in violation of Section 4(a) of the Act, 7 U.S.C. § 6(a) (2001).

10

MAON MAD DAMAD 1 AT
POoRE 11



05/062/02 THU 12:22 FAX

__US_SEC SLDO R 012

44.  Each fi reign currency futures transaction not cpnducted on a designated contract
market made during 1} € relevant time penod, including but not limited to those conducted by the
Defendants as specifit 2ily alleged herein, is alleged as a separate and distinct violation of Section
4(a) of the Act, 7 U.S C. § 6(a)(2001).

Count I1J

VIOLATION OF UTAH CODE ANN. 61-1-7;
SALE OF UNREGISTERED SECURITIES

45.  Plaint fi State of Utah realleges paragraphs 1 through 38 above and incorporates these
allegations herein by -eference.
46.  Utah (:ode Ann. 6]1-1-7 states in relevant part:
It is u1lawful for any person to offer or sell any secunty in this state unless it is
regist red under this chapter, the security or transaction is exempted under Section
61-1- 4, or the security is a federal covered security for which a notice filing has been
made pursuant to the provisions of Section 61-1-15.5.
47. A seach of the records of the Utah Securities Division indicates that 4NExchange
was never registered in Utah, nor does it qualify for an cxemption under Section 61-1-14, norisit a
federal covered secu ity for which a notice filing has been made pursuant to the provisions of
Section 61-1-15.5.

48. Betw 2cn the dates of October 1, 2001 and Apnl 16, 2002, Respondents sold shares of

an unregistered secuty in the state of Utah 1o over 100 investors in violation of Section 61-1-7.

COUNT IV

VIOLATION OF UTAH CODE SECTION 61-1-3()
TR ANSACTION BUSINESS AS AN UNREGISTERED AGENT

49.  Plaiit ffs realleges paragraphs 1 through 38 above and incorporates these allegations

herein by reference

50.  Secticn 61-1-3(1) of the Act states:
11
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Tt is un awful for person to transact business in this state as a broker- -
dealer -1 agent unless the person is licensed under this chapter.

S1.  Sectio) 61-1-13(2) defines Agent as:

Any in jividual other than a broker-dealer who represents a broker-dealer or issuer in
effectig or attempting to cffect purchases or sales of securties.

52. A sear :h of the records of the Division of Securities indicates that Paul Grant was not
licensed to sell securi ies in Utah. Grant effected the sale of securities in Utah to over 100 investors
from October 1, 2001 unti} April 16, 2002.

53.  Accor lingly, Respondent Grant violated Section 61-1-3(1) by transacting business in
the state of Utah as 21 agent of 4NExchange, LLC., without being licensed by the Division.

- Count V |
VIO .ATION OF UTAH CODE ANNPTATED SECTION 61-1-1
SECURITIES THROUGH MISSAPPROPRIATION OF CUSTOMER FUNDS AND
SOLICITATION FRUAD

54. Plain it fs realleges paragraphs 1 throu gh 38 above and incorporates these allegations
herein by reference.

55 Utah Code Ann. 61-1-1 states in relevant part:

It is 1 nlawful for any person, in connections with the offer, sale, or purchase of any
security, directly or indirectly to: . .. (2) make any untruc statement of a matenal fact
or 10 omil to state a material fact necessary in order to make the statement made, m
the 1j ght of the circumstances under which they are made, not misleading.

56.  Atn» time did Respondents disclose to investors that Grant and was not licensed to
sell securities in Ut b, nor did Respondents ever disclose that 4NExchange was not registered for
sale in Utah or exe int from registration, nor is 4NExchange a federal covered security for which a
notice filing has be :n made.

57.  Res)ondents omitted to tell investors that jnvestor funds would be used to pay the
personal expenses i both Grant and Bassett.

58 Res>jondents omitted to tell investors that new investor funds were being used to pay

12
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the returns of previous investors.

59.  Respor dents told investors that investor funds were being invested for the purpose of
foreign cwrrency trading, when in fact, funds were only sent to on€ trading, company and op one
occasion.

60.  Respodents omitted to state material facts necessary in order to make the statements
made, in the light of t ¢ circumstances under which they were made, not misleading, in violation of
Utah Code Ann. 61-1-1(2).

VL
RELIEF REQUESTED
WHEREFORE, Plaintiffs Commodity Futures Trading Commission and the State of Utab
respectfully request tat this Court, as authorized by Section 6¢ of the Act, 7US.C. § 132-1(2001)
and pursuant to the ( ourt’s equitable powers, enter: |
1. an or er of preliminary injunction and an order of permanent injunction prohibiting
Defer dants 4NExchange, L1.C., Paul Grant and Ronald Bassett and any other person
or en iy associated with them, including any successor thereof, from engaging in
cond wt violative of Sections 4(a) and Utah Code Section 61-1-7, Utah Code Section
61-1.3(i) and Utah Code Section 61-1-1 of the Act, 7U.5.C. § 6(2) (2001);

2. an o der directing Defendants 4NExchange, LLC., Paul Grant and Ronald Bassett and
any : uccessors thereof, to disgorge, pursuant to such procedure as the Court may
orde -, all benefits received from the acts or practices which constituted violations of
ihe .\ct and the Utah Code, as described herein, and interest thereon from the date of
sucl violations;

3. an ¢ reder directing Defendants 4NExchange, LLC,, Pau] Grant and Ronald Bassett to

mal e full restitution to every customer whose funds were received by them as a result

13
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of acts aad practices which constituted violatipns of the Act and the Utah Code, and
interest thereon from the date of such violations; 2

an ord o directing Defendants 4NExchange, LLC., Paul Grant and Ronald Bassett to
pay 2 :ivil penalty in the amount of not more than the higher of $120,000 for each
violat on or triple the monetary gain to Defendants for each violation of the Act;

an or¢ er requiring Defendants 4NExchange, LLC., Grant and Bassett to pay costs and
fees a: permitted by 28 U.S.C. §§ 1920 and 2412(a)(2); and

such «ther and further remedial ancillary relief as the Court may deem just and

prope .

Dated: May Sk, 20112

MAY A2 2007 15:4Q

Respectfully Submitted,

]

I
Coqurrloghty Futures Trading Commission
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