





























investments; and that he would be relying on them to serve his interests and to provide good
faith, expert advice to select suitable trades, to closely monitor his account, and to decide when
to enter and exit the market. Rodriguez fraudulently induced Le to open the account and approve
the first commission-generating trade. Then, Rodriguez and Sipe, followed by Rodriguez,
Morris and Spinnler, fraudulently lulled Le into investing more funds and approving more
commission-generating trades. Rodriguez, Sipe, Morris and Spinnler, working together, used a
combination of abusive and deceptive boiler-room tactics, such as: high-pressure tactics;
baseless guarantees of huge profits; false and misleading representations about their experience,
expertise and reputation; and misrepresentations and omissions about the mechanics, costs, risks
and results of their recommended trades.

Luis Rodriguez pressured and deceived Le into opening the account on November 5,
2007, making the first deposit of $3,000, and approving the first trade -- three January crude oil
call spreads -- which generated $599 in commissions. Both legs expired worthless on December
13, 2007, for total loss of $2,998. About a week later, Rodriguez learned that Le had obtained a
substantial equity line of credit, and promptly introduced Gerald Sipe as Rodriguez’s mentor and
one of the most experienced and successful senior brokers at Stonebridge. Sipe perpetuated
Rodriguez’s false portrayal, misleadingly assured Le that he had consistently made large profits
for his customers, and effectively took over as Le’s account executive. Sipe convinced him to
withdraw $20,000 from his home equity line of credit and to approve additional trades — twenty
December Euro option strangles, and nineteen December Euro call spreads -- which generated an
additional $7,781 in commissions.

After Sipe’s heart attack, Rodriguez, Morris and Spinnler concealed and perpetuated

Rodriguez’s and Sipe’s fraud, and pressured Le to make two additional deposits totaling $3,000

11



and to approve additional trades which generated another $2,492 in commissions. This round of
commissions would consume 83% of Le’s second round of deposits. Eventually, by April 28,
2008, trading losses would wipe out the remainder of the $3,000 deposit.

Respondents steered Le into questionable multi-contract trades that generated large
commissions: four out-of-the-money (“OTM”) call spreads,'3 two OTM option strangles, and
one outright purchase of OTM options.14 Since the premiums on OTM options are much cheaper
than the premiums for in-the-money options, each of these trades was comprised of multiple
contracts. As a result, these seven trades incorporated a total of 109 separate option contracts.
Since Stonebridge charged up-front commissions at the rate of $99.50 per contract, these multi-
contract trades quickly and inexorably racked up huge commissions."> The first three trades
recommended by Rodriguez and Sipe involved 84 contracts and generated almost $8,380 in
commissions, which in just two weeks consumed over 36% of Le’s initial investment of

$23,000.'® The degree to which this cost substantially increased the risk of loss and reduced the

'3 A call spread involves the simultaneous purchase of an OTM call option and the sale of an OTM call option on
the same underlying futures contract. Engaging in these spreads enabled Stonebridge to double commission rates,
since Le was charged on the buy and sell sides. (Stonebridge did not discount the commissions for the spread, as is
the industry norm.) Since Le’s account received credits for premiums on the sell side, Stonebridge was able to solicit
and purchase additional positions, which in turn generated more commissions. The combination of high
commissions and high-risk OTM options created a substantial cost barrier for Le to overcome merely to break even,
let alone enjoy any profits. As a result, the specific risks that Le faced were significantly greater than the general,
albeit high, risks discussed in standard risk disclosure statements. See Ferriola v. Kearse-McNeill, Comm. Fut. L.
Rep. (CCH) 28,172, at 50,154-50,156 (CFTC 2000). (Since the profit potential of an OTM option, as measured by
its delta, is lower than that of an in-the-money (“ITM”) option of the same type, “when customers are paying
commissions on a per-contract basis, an account executive seeking to serve his customer’s interests will purchase the
lower-cost ITM position.”)

' A strangle involves the simultaneous purchase of a call option and a put optlon at different strike prices, but in the
same contract and same contract month.

' By charging a commission of $99.50 per option contract, Stonebridge skirted the NFA requirement, imposed
November 1, 2007, that any firm that charged its customers commissions that total $100 or more per option contract
must adopt “enhanced supervisory requirements,” which include the mandatory recording of all communications
with customers. See §9012, NFA rules.

'® An unanticipated credit adjustment, by Comtrust on December 31, 2007, would retroactively reduce the first
round of commissions to 20% of Lee’s initial investment. After this adjustment — done, after the first round of
trades had been closed out, to cover a debit balance -- Le’s entire $23,000 initial deposit remained totally wiped out.
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likelihood of profit was reflected in commission-paid/net-premium-paid ratios,'” which ranged

from 25% to 57%:

In Out Trade Commission Commission-  Net Profit/
to-Premium (loss)
Ratio

11-07 12-07 3 Jan. Crude spreads $ (599) 25% $ (2,400)

11-13 11-20 20 Dec. Euro strangles (3,980) 29% (6,480)

1 2<-&l 0

11-20 11-28 19 Dec. Euro spreads (3,782) 38% (16,970)

1 18f26 128f10

1-16 3-03 1 May RBOB gas spread ~ (200) 27% 514

3-24 3-26 6 May Euro spreads (1,194) ' 57% 506

3-26 3-28 3 May wheat strangles (697) 25% (2,410)

3-28 4-28 4 May soybean calls (398) 25% (1,998)

Here, the high ratios strongly suggest that the trades recommended by Stonebridge did not serve
Le’s best interest. While it may be reasonable to expect an experienced trader or futures
professional to readily detect the questionable nature of such trading strategies, it may not be so
reasonable to expect an inexperienced and unsophisticated customer to make the necessary
detection, even after losses have accumulated.

After a couple of credit adjustments,18 the commissions for all of the trades in the Le
account would ultimately total $7,348. Thus, ultimately, commissions would consume 28% of

Le’s total investment of $26,000.

'” The commission-paid/net-premium-paid ratio indicates the rate at which an option, or option spread, must
appreciate to merely breakeven by overcoming the costs of the commissions. That is, the higher the ratio, the more
onerous the burden of the commissions and the more likely the trade will result in a substantial loss.

18 After the last of the initial options had expired, or been closed out, on December 10, 2007, the Le account had a
negative $3,448 cash balance. On December 28, an option trade was erroneously placed in Le’s account which
triggered a margin call from Comtrust. On December 31, the erroneous trade was removed, and Stonebridge
instructed Comtrust to cover the debit with a $3,448 commission credit adjustment, which brought the account to a
zero balance. This credit had the effect of reducing Le’s total losses in 2007 from $26,448 to $23,000 (i.e., his entire
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ORDER
Based on the defaults of Cynthia Morris a/k/a Cindy Goldberg, Jimi Jalil, Julio Jalil,
Andres Rodriguez, Luis Rodriguez, Gerald Sipe, Christopher Spinnler and Stonebridge Financial
Services, it has been concluded:

e That Luis Rodriguez and Gerald Sipe defrauded Truong Le during the solicitation and
trading of Le’s account, and churned Le’s account, in violation of Section 4¢(b) of the
Commodity Exchange Act and CFTC rule 33.10.

e That Cynthia Morris, and Christopher Spinnler perpetuated and concealed Rodriguez’s
and Sipe’s fraud, lulled Le into making additional deposits and approving additional
trades, and churned Le’s account in violation of Section 4¢(b) of the Act and CFTC rule

33.10.

e That Jimi and Julio Jalil and Andres Rodriguez aided and abetted the fraud of Luis
Rodriguez, Sipe, Spinnler and Morris in violation of Section 13(a) of the Act.

e That Luis Rodriguez aided and abetted the fraud of Sipe, Spinnler and Morris in violation
of Section 13(a) of the Act.

e That Julio Jalil and Andres Rodriguez failed to adequately supervise Stonebridge, Luis
Rodriguez, Sipe, Spinnler and Morris in violation of CFTC rule 166.3.

e That respondents’ violations, separately and collectively, proximately caused $26,000 in
damages.

e That Stonebridge is liable for the violations of Jimi and Julio Jalil, Morris, Andres and
Luis Rodriguez, Sipe, and Spinnler pursuant to Section 2(a)(1)(b) of the Act.
Accordingly, Cynthia Jeanne Morris a/k/a Cindy Goldberg, Jimi Jalil, Julio Jalil, Andres
Rodriguez, Luis Rodriguez, Gerald Sipe, Christopher Spinnler and Stonebridge Financial

Services are ordered to pay to Truong Le reparations of $26,000, plus interest on that amount at

initial investment), reducing the total commissions charged to Le’s account in 2007 from $8,380 to $4,432, and
reducing the commission rate for the 2007 trades to about $55 per contract. When applied proportionately, this credit
reduced the commissions and loss directly attributable to the first trade recommended by Rodriguez to $358, and
$2,619, respectively; and reduced the commissions and losses attributable to the two trades recommended by Sipe
to $4,574, and $20,381, respectively. The credit was not enough to convert any losing trades into winning trades,
and of course did not change the fact that Le had lost all of his $23,000 initial investment. On April 3, 2008, by
which time the account had been transferred to Global, Comtrust covered a second debit balance with a $49
commission credit adjustment.
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0.42% compounded annually from November 6, 2007, to the date of payment, plus $125 in costs
for the filing fee. Liability is joint and several.

Any motion to vacate this default order must meet the appropriate standards set out in
CFTC rule 12.23.

Any party with a procedural question may call my office at 202-418-5500.

Dated September 9, 2009.

Philip V. McGuire,
Judgment Officer
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