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BEFORE THE ARIZONA CORPORATION C ED 

BOB STUMP, Chairman 
GARY PIERCE 

BRENDA BURNS 
BOB BURNS 

SUSAN BITTER SMITH 

n the matter of: ) DOCKET NO. S-20823A-11-0407 
1 

rHOMAS LAURENCE HAMPTON, ) 
RD#2470192, and STEPHANIE YAGER, ) THIRD AMENDED NOTICE OF 
iusband and wife, ) OPPORTUNITY FOR HEARING 

) REGARDING PROPOSED ORDER TO 
rIMOTHY D. MORAN, CRD#2326078, and) CEASE AND DESIST, ORDER FOR 
)ATRICIA MORAN, husband and wife, ) RESTITUTION, ORDER FOR 

’ATRICK MORAN, CRD#1496354, and ) REVOCATION, AND ORDER FOR OTHER 
(ELLY MORAN, husband and wife, ) AFFIRMATIVEACTION 

3AMPTON CAPITAL MARKETS, LLC, an) 

) ADMINISTRATIVE PENALTIES, ORDER OF 

1 
4rizona limited liability company, ) 

) 
Respondents ) 

NOTICE: EACH RESPONDENT HAS 10 DAYS TO REQUEST A HEARING 

EACH RESPONDENT HAS 30 DAYS TO FILE AN ANSWER 

The Securities Division (“Division”) of the Arizona Corporation Commission (“Commission”) 

llleges that respondents TIMOTHY D. MORAN and PATRICK MORAN have engaged in acts, 

practices, and transactions that constitute violations of A.R.S. 5 44-1801, et seq., the Arizona 

Securities Act (“Securities Act”) andor the Arizona Investment Management Act, A.R.S. 5 44-3 10 1 et 

seq. (“IM Act”). 

I. 

JURISDICTION 

1. The Commission has jurisdiction over this matter pursuant to Article XV of the 

Arizona Constitution, the Securities Act, and the IM Act. 
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11. 

RESPONDENTS 

1. 

4rizona resident. 

2. 

At all relevant times, Respondent TIMOTHY D. MORAN (“TIM”) has been an 

Beginning May 27, 1993, to December 2,201 1, TIM, CRD# 2326078, was registered 

m Arizona as a securities salesman. From May 26,2010, to December 2,201 1, TIM was associated 

with FSC Securities Corporation (“FSC”), CRD# 7461. 

3. From the period of June 19, 2008, to December 31, 2012, TIM had been licensed in 

4rizona as an investment advisor representative. 

4. At all relevant times, Respondent PATRICK MORAN (“PAT”) has been an Arizona 

PAT (CRD# 1496354) has not been registered in Arizona as a securities salesman since resident. 

November 2004. 

5. 

6.  

spouse of TIM. 

7. 

TIM and PAT may be referred to collectively as “Respondents.” 

At all relevant times PATRICIA MORAN has been an Arizona resident and the 

At all relevant times KELLY MORAN has been an Arizona resident and the spouse of 

PAT. 

8. PATRICIA MORAN and KELLY M O W  may be referred to hereafter as 

“Respondent Spouses.” Respondent Spouses are joined in this action under A.R.S. $6 44-203 1 (C) and 

44-329 1 (C) solely for purposes of determining the liability of Respondents’ and Respondent Spouses’ 

marital communities. 

9. At all relevant times Respondents TIM and PAT have been acting for their own 

benefit, and for the benefit or in furtherance of their marital communities with Respondent Spouses. 

2 
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111. 

FACTS 

4. Background 

10. During the relevant time, Thomas L. Hampton (“Hampton”) was an Arizona resident 

who offered and sold fraudulent hedge fund investments through Hampton Capital Markets, LLC 

Y‘HCM’) as its member and managing director. Hampton was not registered by the Commission as 

3 securities salesman or dealer and the HCM hedge fund investments were not registered securities 

with the Commission. 

11. HCM also maintained a place of business in Scottsdale, Arizona and had issued, 

3ffered, and/or sold the HCM hedge fund investments within or fkom Arizona. HCM was not 

registered with the Commission as a securities dealer. 

12. In or around 2009, TIM met Hampton, who represented to TIM that he was a former 

Chicago Board of Trade floor trader and an index-arbitrage trader. 

13. Hampton represented that he intended to engage in an index derivative arbitrage 

program that sought to obtain profits by taking advantage of price imbalances or inefficiencies in 

the markets; however, Hampton did not have the capital to pay for a software programmer, 

programming costs, equipment or trading development costs. 

14. Hampton and TIM entered into an agreement whereby TIM agreed to pay for 

development and equipment costs so that Hampton could fund a brokerage account and, through 

actionable code, effectuate near-immediate orders to capture price imbalances or inefficiencies in 

the markets. TIM and Hampton were to share equally in the trading profits. 

15. 

trading activities. 

16. 

Jn or around January 2010, TIM provided Hampton with $50,000 for use in his 

Hampton represented to investors that: (a) HCM was a hedge fund managed by 

Hampton; and (b) that Hampton and/or HCM engaged in the business of buying and selling 

exchange traded funds (“ETF”) using a trading strategy developed by Hampton (the “Business”). 

3 
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17. From at least September 2010 to October 201 1, Hampton and HCM offered and 

old passive investments to the general public to raise a pool of capital to fund Hampton’s ETF 

-ading business (the “Hedge Fund Investment(s)”). 

18. An exchange traded fund, or “ETF,” is typically a registered investment company 

nat owns a portfolio of securities that track an underlying benchmark or index, such as the S&P 

OO@ equities market index. Shares of an ETF can be traded on a stock exchange like the New 

lork Stock Exchange, similar to stock. 

19. During the relevant time, TIM andor his various entities provided financial 

hming, securities, andor investment advisory services to clients from an office located in 

icottsdale, Arizona. 

20. 

kottsdale office. 

2 1. 

Sometime after January 2010, Hampton began to conduct his Business from TIM’s 

The Arizona Hedge Fund Investment investors were introduced to Hampton by TIM 

md PAT. Most of the investors were existing clients of TIM or friends and acquaintances of PAT. 

22. Hampton conducted some, if not all, of the trading activity from a computer setup 

ocated in TIM’s business office. 

23. Beginning in September 20 10, PAT offered and sold the Hedge Fund Investments to 

4rizona residents. PAT also supplied the HCM investment paperwork to an Arizona investor. 

24. Beginning in September 2010, TIM offered and sold the Hedge Fund Investments to 

4rizona residents and to certain investment clients. For example: 

a) In September 2010, TIM offered andor sold the Hedge Fund Investment to 

m Arizona resident. TIM contacted the Arizona resident and discussed and described the Hedge 

Fund Investment and the Arizona resident invested $50,000 as a result. 

b) In January 201 1, TIM offered andor sold the Hedge Fund Investment to an 

Arizona resident. TIM stated to the Arizona resident that he had “found gold,” explained the 

Hedge Fund Investment, and the Arizona resident invested $50,000 as a result. 

4 
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c) In October 2010, TIM offered and/or sold $100,000 of the Hedge Fund 

Investment to an Arizona resident. TIM stated to the Arizona resident that he had personally 

invested in the Hedge Fund Investment and felt it was a good alternative investment. In April 

201 1 , at a quarterly meeting with TIM to discuss the Arizona resident’s investment portfolio, TIM 

3sked the investor if he wanted to invest again due to the success the f h d  was experiencing and as 

3 result the investor invested another $100,000. 

25. In May 201 1 , an entity owned and/or controlled by TIM made a $25,000 purchase 

of the Hedge Fund Investment on behalf of an Arizona resident who was an investment client of 

TIM’S. The disbursement to HCM in the memo or comment field referenced the investment 

client’s name. 

26. Certain investors also met with Hampton, sometimes in TIM’S office, and Hampton 

discussed and/or emphasized to investors that the Hedge Fund Investment would be highly liquid 

because HCM rarely held positions overnight. 

27. 

28. 

Certain investors received and executed Subscription Agreements. 

The Subscription Agreement stated that HCM would issue and sell a minimum of 

ten Hedge Fund Investments, for a “total minimum” investment offering of $500,000. 

29. Regarding Hedge Fund Investment sales commissions, the Subscription Agreement 

states that a “5% fee will be paid to introducing solicitor upon receipt of funds.” 

30. The Subscription Agreement states that Hedge Fund Investment purchases will be 

documented by: (a) Hampton’s signature on an executed Subscription Agreement on behalf of 

HCM as its “Managing Director; and (b) “a certificate representing the investment amount” 

prepared and delivered to the investor by Hampton. 

3 1. Certain investors were provided with documents from Hampton describing the low- 

latency index derivative arbitrage strategy, which included a chart, which compares the HCM 

investment to the S&P 500@ from October 20 10 to July 20 1 1. 
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32. The chart states that for each month, from October 2010 to July 201 1, the HCM 

nvestment returned I%, 2.41%, 0.90%, 3.58%, 1.47%, 5.90%, 1.80%, 3.73%, O.l6%, and 2.10%, 

espectively. In reality, the HCM investments lost money almost every month. 

hading Account #1 

33. In January 2010, to conduct the ETF trading Strategy, Hampton opened a securities 

rading account with Interactive Brokers, LLC, (“IB”) that permitted the trading of options, forex, 

\tures, and related securities products (Trading Account #l). The account was funded with 

650,000. 

34. Between the periods of February 2010 to September 2010, Hampton incurred fees 

md trading losses each month in Trading Account # l .  The IB monthly statements reveal that the 

xcount net asset value changed by -28.69%, -22.72%, -10.14%, -89.94%, -1.00%, -1.83%, - 

32.77%, -25.71%, respectively, on a month-to-month basis. By September 2010, the ending 

balance of Trading Account #1 was $130. 

35. In October 2010, Hampton deposited $435,000 of investor funds into Trading 

Account # 1. 

36. The IB monthly statement revealed that the account net asset value for November 

2010 changed by -46.40%. 

37. Hampton failed to disclose to investors that he had incurred losses and/or decreases 

in the net asset value in the preceding months, as a result of his trading Strategy. 

38. Between October 2010 to September 201 1 , Hampton deposited $1,290,000 from 

investors into Trading Account # 1. 

39. By November 201 1, Trading Account #1 had an ending balance of approximately 

$44,000. 

6 
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hading Account #2 

40. In or around May 201 1 , to conduct the ETF trading Strategy, Hampton opened a 

;econd securities trading account in the name of HCM with IB that permitted the trading of 

>ptions, forex, htures, and related securities products (Trading Account #2). 

41. Hampton was the authorized trader on Trading Account #2, and managed and 

:ontrolled the funds. Investors did not have direct access to or control of Trading Account #2. 

42. 

43. 

44. 

In May 201 1 , HCM deposited $850,000 of investor funds into Trading Account #2. 

In July 201 1, HCM deposited $160,000 of investor funds into Trading Account #2. 

In August 201 1 , HCM deposited $1,600,000 of investor funds into Trading Account 

Y2. 

45. In September 201 1 , HCM deposited $80,000 of investor funds into Trading Account 

Y2 and withdrew $200,000 to HCM. 

46. Between the periods of June 2011 to October 2011, Hampton incurred fees and 

trading losses. The IB monthly statements revealed that the account net asset value changed by - 
3.07%, -5.73%, 36.19%, -92% and -26.92%, respectively, on a month-to-month basis. 

47. Hampton failed to disclose to investors that, in multiple preceding months, he had 

slready incurred trading losses and/or decreases in the net asset value as a result of his trading 

Strategy. 

48. Between May 201 1 to October 201 1 , Hampton deposited $2,705,000 from investors 

into Trading Account #2. 

49. By November 201 1 , Trading Account #2 had an ending balance of approximately 

$63,000. 

Joint Allegations 

50. During TIM’S association with FSC, TIM effected securities transactions (the HCM 

Hedge Fund Investments) that were not recorded on the records of his employing brokeddealer 

firm who he was registered with at the time of the transactions. 

7 
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5 1. Between the periods of September 2010 to October 201 1 , approximately 72 

nvestors purchased the Hedge Fund Investments for a total amount of at least $4,741,332. 

52. Between the periods of September 201 0, to September 201 1 , Hampton and/or HCM 

iisbursed approximately $3 13,475 to PAT, or an entity controlled by PAT, as commissions or fees 

-elated to the Hedge Fund Investments. On numerous disbursements to PAT, or an entity 

:ontrolled by PAT, the memo field read, “finder’s fees,” “solicitation fees,” or “client referral.” 

53. Between the periods of April 201 1, to September 201 1 , Hampton and/or HCM 

iiisbursed approximately $409,857 to TIM, or an entity controlled by TIM, related to the Hedge 

Fund Investments. Upon information and belief, this sum represents payments made by Hampton 

mdor HCM for commissions, fees, rent, and development costs related to the Hedge Fund 

Investments. 

Hampton’s Consent Order 

54. On January 7, 2014, in Decision No. 74240, Thomas L. Hampton and Hampton 

Capital Markets, LLC entered into an Order to Cease and Desist, For Administrative Penalties, and 

Consent to Same (“Consent Order”). Respondent Spouse Stephanie Yager was dismissed as part of 

the Consent Order. 

Timothy D. Moran FINRA Action and Bar 

55. On September 27,2013, the self-regulatory organization (“SRO”) Financial Industry 

Regulatory Authority (“FIN€U’y) department of enforcement filed a disciplinary proceeding 

complaint No. 2012031023301, against Timothy D. Moran. The complaint charged that TIM: (1) 

engaged in private securities transactions without providing his employer FSC, with prior written 

notice, in violation of NASD Conduct Rule 3040 and FINK4 Conduct Rule 2010; (2) failed to 

respond to FINRA requests for information, in violation of FINR4 Procedural Rule 821 0 and Conduct 
~~~ 

’ Hampton and HCM admitted, only for purposes of this proceeding and any other proceeding in which the 
Commission or any other agency of the state of Arizona is a party, the Findings of Fact and Conclusions of 
Law contained in the Consent Order. No finding of fact or conclusion of law contained in the Consent 
Order was deemed binding against any Respondent under this Docket Number who had not consented to the 
entry of the Consent Order. Thomas L. Hampton and HCM were ordered to be, jointly and severally liable, 
for an administrative penalty in the amount of $50,000. 
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Lule 2010; (3) provided false information to FINR4 in response to a Rule 8210 request, in violation 

If FINRA Procedural Rule 8210 and Conduct Rule 2010; and (4) failed to disclose a tax lien on a 

Jniform Application for Securities Industry Registration or Transfer (Form U4), in violation of 

TNRA Rules 1122 and 2010, NASD IM-1000-1, and Article V, Section 2(c) of the FINRA By-laws. 

56. TIM did not answer or otherwise respond to the FINRA complaint. Consequently, on 

Iecember 1, 2013, FINRA’s department of enforcement filed a motion for entry of default decision 

“Default Motion”). TIM did not file a response to the Default Motion. 

57. On February 5, 2014, the hearing officer found TIM in default, granted FINRA 

lepartment of enforcement’s Default Motion, and permanently barred TIM from associating with any 

TNRA member firm in any capacity. In addition to the permanent bar, TIM was also ordered to 

Lisgorge $200,000 in ill-gotten gains in that matter. The FINRA decision was served on TIM via 

wernight courier and frrst-class mail. 

58. Pursuant to FINRA Rule 93 11 , TIM was required to file a written notice of appeal 

within 25 days after service of the decision. 

59. In addition, pursuant to FINRA Rule 9269(d), (d) Final Disciplinary Action of FINRA; 

3ffectiveness of Sanctions, if a default decision is not appealed pursuant to Rule 93 11 or called for 

aeview pursuant to Rule 93 12 within 25 days after the date the Office of Hearing Officers serves it on 

he Parties, the default decision shall become the final disciplinary action of FINRA for purposes of 

SEA Rule 19d-l(c)(l). Unless otherwise provided in the default decision, the sanctions shall become 

:ffective on a date to be determined by FINR4 staff, except that a bar or expulsion shall become 

:ffective immediately upon the default decision becoming the final disciplinary action of FINRA. 

60. Tim did not file an appeal within the timeframe required and the FINRA decision 

)ecame final on March 2,2014. 
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IV. 

VIOLATION OF A.R.S. 0 44-1841 

(Offer or Sale of Unregistered Securities) 

61. From on or about September 2010 to September 201 1 , Respondent PAT offered or 

sold securities in the form of investment contracts, within or from Arizona. 

62. The securities referred to above were not registered pursuant to Articles 6 or 7 of the 

Securities Act. 

63. This conduct violates A.R.S. tj 44-1 841. 

V. 

VIOLATION OF A.R.S. 0 44-1842 

(Transactions by Unregistered Dealers or Salesmen) 

64. PAT offered or sold securities within or from Arizona while not registered as dealers or 

salesmen pursuant to Article 9 of the Securities Act. 

65. This conduct violates A.R.S. tj 44-1842. 

VI. 

REMEDIES PURSUANT TO A.RS. 8 44-1962 

(Denial, Revocation, or Suspension of Registration of Salesman; Restitution, Penalties, or other 

Affirmative Action) 

66. Respondent TIM’S conduct is grounds to revoke his registration as a securities 

salesman with the Commission pursuant to A.R.S. tj 44-1962. Specifically, Respondent TIM has: 

a) Engaged in dishonest or unethical practices within the meaning of A.R.S. tj 

44-1 962(A)( 10) as defined by A.A.C. R14-4-130(A)( 17), by effecting securities transactions that 

were not recorded on the records of the dealer with whom he was registered at the time of the 

transactions; and 

b) TIM is subject to an order of an SRO (FINRA) suspending or revoking his 

membership or registration for at least six months, within the meaning of A.R.S. tj 44-1 962(A)(8). 

10 
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vn. 
REMEDIES PURSUANT TO A.RS. 0 44-3201 

(Denial, Revocation, or Suspension of Investment Adviser or Investment Adviser Representative 

License; Restitution, Penalties, or other Affirmative Action) 

103. Respondent TIM’S conduct is grounds to revoke or suspend his license as an 

nvestment adviser representative with the Commission pursuant to A.R.S. $ 44-3201. Specifically, 

-evocation or suspension of TIM’s license application would be in the public interest, and TIM is 

mbject to an order of an SRO (FINRA) suspending or revoking his membership or registration for 

3t least six months, within the meaning of A.R.S. $ 44-3201(A)(10). 

VIII. 

REQUESTED RELIEF 

The Division requests that the Commission grant the following relief: 

1. Order Respondents to permanently cease and desist fkom violating the Securities Act 

md IM Act, pursuant to A.R.S. $5 44-2032,44-1962, and 44-3201; 

2. Order Respondents to take affirmative action to correct the conditions resulting from 

Respondents’ acts, practices, or transactions, including a requirement to make restitution pursuant to 

A.R.S. $ 44-2032,44-1962, and 44-3201; 

3. Order Respondents, as applicable, to pay the state of Arizona administrative penalties 

3f up to five thousand dollars ($5,000) for each violation of the Securities Act, pursuant to A.R.S. $ 

44-2036; 

4. Order Respondents, as applicable, to pay the state of Arizona administrative penalties 

r>f up to one thousand dollars ($1,000) for each violation of the IM Act, pursuant to A.R.S. $44-3296; 

5 .  Order the revocation or suspension of Respondent TIM’s registration as a securities 

salesman pursuant to A.R.S. $44-1962; 

11 
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6. Order the revocation or suspension of Respondent TIM’S license as an investment 

idviser representative pursuant to A.R.S. 8 44-3201; 

7. Order that the marital communities of Respondents and Respondent Spouses be subject 

:o any order of restitution, rescission, administrative penalties, or other appropriate affirmative action 

3urSuant to A.R.S. 0 25-215; and 

8. Order any other relief that the Commission deems appropriate. 

IX. 

HEARING OPPORTUNITY 

Each respondent, including Respondent Spouses, may request a hearing pursuant to A.R.S. 

0 44-1972,44-3212, and A.A.C. R14-4-306. If a Respondent or a Respondent Spouse requests a 

hearing, the requesting respondent must also answer this Notice. A request for hearing must be in 

writing and received by the Commission within 10 business days after service of this Notice of 

Opportunity for Hearing. The requesting respondent must deliver or mail the request to Docket 

Control, Arizona Corporation Commission, 1200 W. Washington, Phoenix, Arizona 85007. Filing 

instructions may be obtained from Docket Control by calling (602) 542-3477 or on the Commission’s 

Internet web site at http://www.azcc.gov/divisions/hearings/docket.asp. 

If a request for a hearing is timely made, the Commission shall schedule the hearing to begin 

20 to 60 days from the receipt of the request unless otherwise provided by law, stipulated by the 

parties, or ordered by the Commission. If a request for a hearing is not timely made the Commission 

may, without a hearing, enter an order granting the relief requested by the Division in this Notice of 

Opportunity for Hearing. 

Persons with a disability may request a reasonable accommodation such as a sign language 

interpreter, as well as request this document in an alternative format, by contacting Shaylin A. 

Bernal, ADA Coordinator, voice phone number 602/542-393 1, e-mail sabernal0,azcc.gov. - 

Requests should be made as early as possible to allow time to arrange the accommodation. 

12 
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Additional information about the administrative action procedure may be found at 

h t t~ : / /www.azcc .~ov /d iv i s ions / secu t i e s / en fo rcemen t /Ad .asp  

X. 

ANSWER REQUIREMENT 

Pursuant to A.A.C. R14-4-305, if a Respondent or a Respondent Spouse requests a hearing, 

the requesting respondent must deliver or mail an Answer to this Notice of Opportunity for Hearing 

to Docket Control, Arizona Corporation Commission, 1200 W. Washington, Phoenix, Arizona 

85007, within 30 calendar days after the date of service of this Notice. Filing instructions may be 

obtained from Docket Control by calling (602) 542-3477 or on the Commission's Internet web site 

at http://www.azcc.gov/divisions/hearings/docket.asp. 

Additionally, the answering respondent must serve the Answer upon the Division. Pursuant 

to A.A.C. R14-4-303, service upon the Division may be made by mailing or by hand-delivering a 

copy of the Answer to the Division at 1300 West Washington, 3'd Floor, Phoenix, Arizona, 85007, 

addressed to Phong (Paul) Huynh. 

The Answer shall contain an admission or denial of each allegation in this Notice and the 

original signature of the answering respondent or respondent's attorney. A statement of a lack of 

sufficient knowledge or information shall be considered a denial of an allegation. An allegation not 

denied shall be considered admitted. 

When the answering respondent intends in good faith to deny only a part or a qualification 

of an allegation, the respondent shall specify that part or qualification of the allegation and shall 

admit the remainder. Respondent waives any affirmative defense not raised in the Answer. 

The officer presiding over the hearing may grant relief from the requirement to file an 

Dated this 7de day of eof'. 7 ,2014. 

Answer for good cause shown. 
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