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1 BEFORE THE ARIZONA CORPORATION COMMISSION -
: e i Cdmoriiﬁ()h Cotnmission
|  COMMISSIONERS - AZona L0 '
s TS TDOCKETED
S - KRISTIN K. MAYES, Chairman R, o
4 ~ GARYPIERCE MAR 24 2009
o . PAULNEWMAN S DA
5 SANDRA D. KENNEDY DOCKETEDBY |
BOB STUMP . :
6 e nt.
. lIn the matter of R R e : :
7 5 ) DOCKET NO. S-20632A-08-0504
' . RANDIE BALBAS, a married man ) L T ,
9 and ) DECISIONNO. 70895
- ||LEILA BALBAS, a married woman, )
10 , o , ) ORDER TO CEASE AND DESIST, ORDER
o ) OF RESTITUTION, ORDER FOR
R Respondents. ) ADMINISTRATIVE PENALTIES AND
_ ' o ) - CONSENT TO SAME ,
12 ) BY: RESPONDENTS RANDIE BALBAS AND
) LEILA BALBAS
13-4 )
)
14 )
15 Respondent RANDIE BALBAS - (“Respondent”) and LEILA BALBAS elect - toy | S
16 permanently waive any right to a hearing and appeal under Artlcles 11 and 12 of the Securities Act o
17 ||of Arizona, A.R.S. § 44-1801 el seq. (“Seeur1t1es Act’.’) w1th respect to this Order To Cease And L' |
18 ADesist Order of Restitution”Order for Administrative ?Penalties and Consent to Same (“Order”).
19 Respondent and LEILA BALBAS admit the JUIISdlCthI’l of the Arlzona Corporation Commission
20 (“Commissmn ), Respondent neither admlts nor den1es the Findings of Fact and Conciuswns of |
21 ‘ Law contamcd in this Oldel and Respondent and LEILA BALBAS consent to the entry of this
o 'Oider by the Comnnssmn , |
23 L
24 : ! FINDINGS OF FACT i ,
25 \ I. RANDIE BALBAS (“Respondent”) 1S an 1nd1v1dual whose last known address is in j :
Mesa, Auzona :
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~ Docket No. S-20632A-08-0504

2 o LEILA BALBAS was at all relevant trmes the spouse of Respondent and is Jomed 1n 1 ¥

this action under A. R S.§ 44 3291(C) solely for purposes of detenmmng the habrhty of the mantal

community.’ At all 1elevant trmes Respondent was actmg for hrs own beneﬁt and for the beneﬁt orin |
furtherance of the marital commumty. r
3. In or about December of 2006, Respondent, while located in Mesa, Arizona, begian |

raising money from investors in Arizona and o’the'r states, to invest in Respondent’s stock option

trading business. Between December of 2006 and January of 2008 Respondent ralsed about ’
$398,495.00 from approximately eleven 1nvestors through the issuance of promissory notes.
Between June of 2007 through June of 2008, Respondent made payments to the investors totaling
$65,038.00. The funds raised rfrom investors were to be placed in a stock options trading program 5ﬁ
controlled by Respondent. | | ‘

4. In February of 2006, Respondent opened a personal OptionsXpress trading account.
In about December of 2006, Respendent began speaking with potential investors about his options

trading program. Respondent represented to some potential investors that he already had a number

of investors who had invested money in the program. At this time, Respondent stated that he was |

seeking more investors to invest inhis stock options trading program in order to have additional
investment capital to trade stock options. Respondent told potentral investors that the1r fundsi
would be used in Respondent’s optrons trading program.

5. In one instance, Respondent told a potential investor that he would take their
money, trade options and the investor would earn four percent a month. Respondent showed the
potential investor, both on paper and on the computer, howthe Respondent made money and that
that Respondent “guaranteed the monies” invested and stated the investment a “win-—win situation ?

6. ,‘ Once the investor agreed to invest in the optrons t1ad1ng program, the investors
sroned Pe1sonal Loan Agr eements wrth Respondent The Personal Loan Agreements l1sted the
terms of the agreement The 1nvestment was to last twelve months After the twelve months, the
mvestors were able to request their pnncrpal be pald in full. Accordrng to the Personal Loan

Decision No g 70895 __
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|| Agreements, Respondent was to make monthly interest payments to the investors of four percent

——— " Docket No. $-20632A-08-0504 |

2| per month on the funds placed with him.

3 7 o In about September or October of 2007 some of the investors mqu1red how then '

4 1nvestments were domg and questroned whether they should mvest more money in the optlons

5 tradmg plogram Respondent stated that the mvestment was domg very well. After rece1v1ng
6 Respondent S response, those mvestors mvested add1t1onal funds mto the trading program. These

7 1nvestment funds were not dep051ted lnto the OptronsXpress tradmg account controlled by

8 (| Respondent, ’

9 : 8. The 1nvestor funds were 1n1t1ally deposrted 41nto Respondent’s personal bank
‘10 accounts Then, Respondent transfened some of the mvestors funds to his Opt10nsXpress tradmg :
v11 account. The remaining funds stayed in Respondent s personal bank accounts and were used for
12 || purposes other than options trading. |
13 9. On about January 11, 2008, ’Respondent notified investors that his personal finances
14 ||and the trading account were close to banl{ruptcy ’and he could not repay the investors’ money:.

15 10. Respondent misrepresented to offerees and investors that the investment would pay
16 || a promised 48% yearly return. - | - |
: 1’7t 11.  Respondent mrsrepresented to offerees and mvestors that the investment funds '
18 |{would be used in the OpthﬂS trading program ‘when, in fact, not all the investors’ funds were
19 || placed into the trading account., | “
20 ¢ 12, Respondent failed to’vdisclose to‘ offerees and investors the potential risk of losing
21 thelnvestors‘ funds dueto the market and trading activitie‘s. | |
» | | o
3 CONCLUSIONS OF LAW
24 1. The Commlssron has Jul‘lSdlCthl‘l over thls matter pursuant to Artlcle XV of the
: 2‘5 Auzona Constrtutron and the Securities Act. |
26 |
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20 Respondent offered or sold securmes within or from Anzona w1th1n the meaning ¢ of

ARS. §§44 1801(15) 44- 1801(21) and 44- 1801(26)

3.0 Respondent violated A R.S. § 44- 1841 by offermg or selhng securltles that were‘ :

ne1the1 registered nor exempt from reglstra‘uon

4, Respondent violated A.R.S. § 44- 1842 by offermg or selhng securltles whlle nelther k

'reglstered as dealer or salesman nor exempt from reglstratlon

5. Respondent violated A.R.S. § 44- 1991(b) by makmg untrue statements or

misleading omissions ofmatenal facts:

a. Respondent misrepresented to offerees and investors that the investment would pay

a promised 48% yearly return.
b. Respondent misrepresented to offerees and investors that the investment funds
~ would be used in the options trading program when, in fact, not all the investors’
funds were placed into the trading account.
c. Respondent failed to disclose to offerees and investors the potential risk of losing
the investors’ funds due to the market and trading activities.
6.  Respondent’s conduct is grounds for a cease and desist order pursuant to A.R.S. § 44-
2032.
7. Respondent’s conduct is grounds for an order of restitution pursuant to A.R.S. § 44-
2032.
8. Respondent’s conduct is grounds for administrative penalties under A.R.S. § 44-2036.

9. Respondent acted for the benefit of his marital community and, pursuant to A.R.S. §§

25:214 and 25-215, this Order of restitution and administrative penalties is a debt of the -

community.

k 'Decision No, 7089-5'
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nL
ORDER :

THEREFORE on the basrs of the Flndrngs of Fact Conclus1ons of Law, and Respondent S

and LEILA BALBAS’ consent to the entry of thls Order attached and incorporated by 1eference i

the Commission finds that the followmg relief is ,approprrate, in the public interest, and necessary

' for the protectron of i mvestors i
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IT IS ORDERED, pursuant to A R, S § 44- 2032 that Respondent and any of Respondent s
agents, employees, successors and assrgn’s,, permanently cease and desist from Vlo]atmg the
Securities Act. “ | ” Lo ‘

IT IS FURTHER ORDERED that Respondent and LEILA BALBAS comply with the
attached Consent to Entry of Order. : ” | Iy |

IT IS FURTHER ORDERED,‘pursuant to ARS. § 44-2032, ‘that Respondent and the
marital community of RANDIE BALBAS ‘and LEILA BALBAS jointly and severally, pay
restitution to lthe Commission in the amount of $333,457.00. Respondent.shall be entitled to
receive a credit toward the restitution amount for all payments made by Respondent directly to the:
investors shown on the records of the, CommiSSiorl. It shall be the sole responsibility of
Respondent to provide all information and documentation deemed Satisfactory to the Commission - |
in order to verify that said payments haye been made‘.:’ Payment shall be made in full on the date of 1
this Order. Any amount outstanding shall accrue rinterest "at the rate of 10% per annum from:the
date of this Order until paid in full Payment shall be made to the “State of Arizona” to be placed
in an interest-bearing account contlolled by the Commrsswn The Commission shall drsburse the ‘,
funds on a pro-rata basis to investors shown on the records of the Commrssmn Any restltutton :
funds that the Commission cannot dlsburse because an mvestor 1efuses to accept such payment

shall be disbursed on a pro-rata basrs to the remarnlng investors shown on the records of the

,Commlssron Any funds that the Commrssmn dete1m1nes 1t is unable to or cannot feasrbly

dtsburse shall be transferred to the general fund of the state of Arrzona

Decision No. ' 70895




10

11

13
14
15
16

18
19
20
21

23

2

Docket No, S-20632A-08-0504 |

lT IS FURTHER ORDERED pursuant to AR S § 44- 2036 that Respondent and the

’marnal community of RANDIE BALBAS and LEILA BALBAS shall, jointly and severally, pay i

an administrative penalty in the ‘amount of $50 000. Payment shall be made to the “State of [

Ar1zona. Any amount outstanding shall accrue 1nterest at the ‘rate of 10% per annum from‘the

date of this Order until paid in full. The paymenl obligations for these administrative penalties | - :

shall be subordinate to any restitution o‘bl‘igations ordered herein and shall become immediately
due and payable only after restituvtion'payrnents have been paid in full or upon Respondent’s '
default with respect to Respondent’s restlmﬁnn obligations.

IT IS FURTHER ORDERED that the respective marital community of Respondent and
LEILA BALBAS are subject to this Order of restitution and administratiye penalties.v

For purposes of this Order, a bankruptcy filing by Respondent and/or LEILA BALBAS
shall be an act of default. If Respondent and/Or LEILA BALBAS do not comply with this Order,

any outstanding balance may be deemed in default and shall be immediately due and payable.

25 ...
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IT IS FURTHER ORDERED that if Respondent and/or LEILA BALBAS fall to comply

1
2 W1th ﬂns 01del the COI]]ITIISSIOD may bnng further legal p1oceedmgs agalnst Respondent and/or
3 LEILA BALBAS 1nclud1ng apphcatlon to the superlor court for an orde1 of contempt
4 IT IS F URTHER ORDERED that thls Order shall become effectlve 1mmed1ate1y
5 | BY ORDER OF THE ARIZONA CORPORATION COMMISSION s
il CHAIRMKKJ ; | S Cp’MMLéSIONER
10 CéMMISSIONER / COMMISS/ oﬂéR COMMISSION@ﬁ <
12 N WITNESSWHEREOF, I, MICHAEL P. KEARNS,
13 Interim Executive Director of the Arizona Corporation.
Commission, have hereunto set my hand and caused the
14 official seal of the Commission to be affixed at the |
, Capltol the City of Phoenix, this _&%/% day of »
15 L// , 2009. ' -
17 G B s
el i ',MICHAE’LP KEARTS 7
] INTERIM EXECUTIVE DIRECTOR
19
20
|| DISSENT
AT T
k~122 U
23 DISSENT'
24 Tlns document i is avallable in alterna‘uve formats by contactmg Shayhn A Bernal ADA
"25, Cooxdlnatm voice phone number: 602 542 3931 e- maﬂ sabemal@azcc gov. ‘ :
26 i
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» ‘ CONSENT TO ENTRY OF ORDER 7 ‘
LT Respondent RANDIE BALBAS and LEILA BALBAS husband and wrfe admlt

the _]UI'ISdlCthD of the Commrssmn over. the SleJect matter of thrs proceedlng Respondent 1

RANDIE BALBAS and LEILA BALBAS acknowledge that they have been fully advrsed of the1r.: e
nght toa heaung to present evrdence and call W1tnesses and Respondent RANDIE BALBAS and 3 s

LEILA BALBAS knowingly and voluntanly waive any and all rrghts to a hearing before the"

Commrssron and all other rights otherwise avarlable under Article 11 of the Securities Actand'

Title 14 of the Arizona Administrative Code. Respondent RANDIE BALBAS and LEILA

||BALBAS acknowledge that this Order To Cease And Desist Order of Restitution, Order for

| Administrative Penalties and Consent to Same (“Order ’) constitute a valid final order of the

Commission. ’

2. Respondent RANDIE’BALBA’S and LEILA BALBAS knowingly and voluntarily
waive any right under Article 12 of the Securities Act to judicial review by any court by way of
suit, appeal, or extraordinary relief resulting from the entry of this Order.

3. Respondent RANDIE BALBAS and LEILA BALBAS acknowledge and agree that
this Order is entered into freely and voluntarily and that no promise Was made or coercion used to
induce such entry. | ” e k ‘

4. Respondent RANDIE BALBAS and LEILA BALBAS have been represented by an
attorney n this matter, Respondent RANDIE BALBAS and LEILLA BALBAS have reviewed this
order with their attorney, Alan Baskin, Esq., and understand all terms it contains. Res’pondent
RANDIE BALBAS and LEILA BALBAS acknowledge that their attorney has apprised thern of -
their rights regarding any conflicts of interest arisinoy from dual representation Respondent 1
RANDIE BALBAS and LEILA BALBAS acknowledge that they have each grven their informed
consent to such representation. :

5. Respondent RANDIE BALBAS and LEILA BALBAS neither admit nor deny the

Findings of Fact and C’onCIUSions of Law contained in this Order. ‘Respondent RANDIE B‘ALBA‘S

8
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~ Docket No, $-20632A-08-0504

and LEILA. BALBAS agree that they shall not contest the valrdrty of the Frndrngs of Fact and :
Conclusrons of Law contarned in this Order in any present or future admrnrstratrve proceedrng‘

before the Commrssron or any other state agency concernrng the denral or issuance of any lrcense

:or regrstr ation requrred by the state to engage in the practrce of any busrness or professron i i

‘6.‘ : By consentrng to the entry of thrs Order Respondent RANDIE BALBAS and |

~’LEILA BALBAS agree not to take any actron or to make or permrt to be made any publre
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vstatement denyrng, drrectly or rndrrectly, any Frndrng of F aet or Conclusron of Law i in this Order’

1lor creatrng the 1mpressron that thrs Order is wrthout factual basrs Respondent RANDIE BALBAS‘

and LEILA BALBAS wrll undertake steps necessary to assure that all of therr agents “and
employees understand and cornply with this agreement . i

7. Whrle thrs Order settles this admrnrstratrve matter between Respondent RANDlE e ’
BALBAS and LEILA BALBAS and the Cornmrssron they understand that thrs Order does not |
preclude the Commrssron from rnstrtutrng other admrnrstratrve or crv1| proceedrngs based on‘
vrolatrons that are not addressed by thrs Order | ‘ | il k 4

8. Respondent RANDIE BALBAS and LEILA BALBAS understand that thrs Order' “
does not preclude the Commrssron from referrrng thrs rnatter to any governmental agency for I

admrnrstratrve crvrl or crrmrnal proceedrngs that may be related to the matters addressed by this -

' Order.

9. - Respondent RANDIE BALBAS and LEILA BALBAS understand that thrs Order
does not preclude any other ‘agency or ofﬁcer of the state of Arrzona or its’ subdrvrsrons from
rnstrtutrng adrnrnrstratrve crvrl or crrmrnal proceedrngs that may be related to matters addressed | o
by this Order. : ‘ R

' JlO. , Respondent RANDIE BALBAS agrees that he wrll not apply to the state of Arrzona

| for regrstratron as a securrtres dealer or salesman or tor lrcensure as an 1nvestment advrser or

rnvestment adviser repr esentatrve at any trme in the future

“Decisr‘on No 70895 ’ hay
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11. Respondent RANDIE BALBAS agrees that he w1ll not exercise any control over

any entlty that offers or sells securities or provxdes 1nvestment adv1sory services Wlthln or from L

Auzona at any time in the future

12, Respondent RANDIE BALBAS agrees that he will not sell any securities m or from | ,
Anzona without being properly registered in Anzona asa dealer or salesman, or exempt from suchl

1eglstra‘non Respondent RANDIE BALBAS will not sell any securities in or from Arlzona unless /

the securities are reglstered in Arlzona or exempt from reglstratlon and he will not transact
business in Arizona as an investment adviser or an investment adviser representative unless
properly licensed in Arizona or exempt from licensute.

13. Respondent RANDIE BALBAS and LEILA BALBAS acknowledge that any
restitution or penalties imposed by this Otder‘ are obligations of the Respondent, individually, as

well as the marital community of Respondent RANDIE BALBAS and LEILA BALBAS. -

14, Respondent RANDIE BALBAS and [LETLA BALBAS consent to the entry of this

Order and agree to be fully bound by its terms and conditions.
15. Respondent RANDIE BALBAS and LEILA BALBAS acknowledge and

understand that if they fail to comply with the provisions of the order and this consent, the

Commission may bring further legal proceedings against them, including application to the

superior court for an order of contempt.
16. Respondent RANDIE BALBAS and LEILA BALBAS understand that default shall
render them liable to the Commission for its costs of collection and interest at the maximum legal

rate.

10

Docket No. S-20632A-08-0504
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'17 Respondent RANDIE BALBAS and LEILA BALBAS agree and understand that if

T
2 they fail to make any payment as requrred in the Order any outstandlng balance shall be in default D
3 and shall be 1mmed1ately due and payable W1thout notlce or demand Respondent RANDIE 'k S
4 BALBAS and LEILA BALBAS agree and understand that acceptance of any part1a1 or late "
5 payment by the Comm1ss1on is not a waiver of default by Comm1ssmn : e
g &t . .
g Res };o{adent RANDIE BALBAS |
9
10 LEILA BALBAS, spouse of Respondent
o | RANDIE BALBAS 3
11 ‘ , _
- ||STATE OF ARIZONA )
124 o ) ss
: County of ///ern% )
13 r ' :
14 || SUBSCRIBED AND SWORN TO BEFORE me this Z:”/Ely of  Murclh ,2009.
[ P
15 | £,
T N/GTAR"Y PUBLIC |
17 s SFFIGIAL SEAL
S | B\ GERARD L. ANULAO
18 i ,E NOTARY PUBLIC - St of Acuon
o A
19 :
20
)
22
23
2
25
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] 7. Respondent RANDIE BALBAS and LEILA BALBAS agree and understand that if |

-2 || they fail" to make any payment as rrgquir‘ed in the Order, any ‘(')yutsta'nding 'balanc'e shall bé in default
3 ’a“nd Sllall'be ‘immediately due and ’payable withdutiylvmticé yor demand. “Respondent RANDIE |
4 BALBAS and LEILA BALBAS béjlg‘ree’ and understandyk'th'at aéc,épta11C¢ of‘any, partiai ’orb,late Lo

5 || payment by the Commission is not a waiver of default by Commission.

Respondent RANDIE BALBAS

i e

IL é/ALBAS, spouse of Respondent

10 [E BALBAS

11 |

‘ STATE OF ARIZONA )

12 ' . ) ss

County of MW/MDV‘ )

13

14 || SUBSCRIBED AND SWORN TO BEFORE me thi; 2 day of /7M7 ,2009.

5 || ' [l L el

- : NOTARY PUBLIC

16. .

17 ‘ presscssanscoatben e
« g Cae e

18 My Commisslon Ex

May 14,2000 cse!
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