ADMINISTRATIVE PROCEEDING
BEFORE THE

SECURITIES COMMISSIONER OF SOUTH CAROLINA
IN THE MATTER OF:
File Number 060406

E. Thomas Byrd, Jr., _
CONSENT ORDER

Respondent,

WHEREAS, the Securities Division of the Office of the Atiorney General of the State of
South Carolina (the “Division™), pursuant to authority granted in the South Carolina Uniform
Securitics Act, 5.C. Code Ann. § 35-1-10 et seq. (Supp. 2004) (the *“Act”), initiated an
investigation into the secunties-related activities of E. Thomas Byrd, Jr. (“Byrd” or
“Respondent™), a registered representative of CIBC World Markets Corporation operating out of
the Charleston, South Carolina Cffice (the “Charleston Cffice™); and

WHEREAS, in connection with its investigation, the Division determined Respondent
had engaged in acts or practices constituting violations of the Act and filed an Administrative
Complaint (the “Complaint™) against Byrd for behavior occurring at the Charleston Offtce; and

WHEREAS, Respondent wishes to resolve the Complaint by Consent Order rather than
by a formal hearing before the Securities Commissioner (the “Commissioner”);

Now THEREFORE, as evidenced by the signaturc of Respondent on this Order,
Respondent hercbhy accepts the jurisdiction and sanction portions of this Order and consents to
entry of this Order based upon the following findings of fact and conclusions of law which are

accepted by the Respondent for purposes of entering this Order but which are neither admitied

nor denied for any other purpose:
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I. Jurisdiction

B The Commissivner has jurisdiction over this matter pursuant to Section 35-1-180 of the

IL Respondent
2 Byrd was, at all material times herein, registered with the Division as an agent, as defined
by Section 35-1-20(2) of the Act.
1II.  Factual Summary
3. Beginning in or about March, 1999, Byrd began to scnd letters and make telephone calls
to South Carolina clients who had maintained a relationship with Byrd at other brokerage firms.
[n these contacts, Byrd encouraged these clients to open accounts with CIBC and transfer their

assets there to enable Byrd to continue to mange their assets.

4, Beginning in or about March, 1999, and continuing through at least August, 2000, Byrd
madc presentations to potential South Carolina clients during which he touted his claim of
expertise in stock picking. In his contacts with existing and prospective clients, Byrd represented
that he had special research capacities that enabled him to develop his own investment model he
called a *“'stock universe.” Byrd further represented that over at least the past fivc years, Byrd’s
model outperformed all indices. Clients and prospective clients were told that Byrd’s was a
proven iong-term investment strategy that purchased stock in companies with proven track
records, past and projected growth rates above 20, high capitalization, market penetration, and
product dominance. Byrd represented that stocks in the Byrd universe would be acquired for the
purposc of [ong-terrn holding and that he would provide continual monitoring of these
companics, so that portfolio adjustments could be made in the event that unforeseen factors
arose, such as a company’s having disappointing camings or a change in tts business model.
Byrd even promised that al! boldings would be completely liquidated if international or domestic

ctroumstances dictated that going lo cash would be prudent. Byrd did not discuss the risks posed
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by Bvrd’s strategy, which involved all equities and a high degree of sector concentration, other
than to dismiss any concerns raised by clients or potential clients on the grounds that his superior
rescarch and stock-picking skills would eliminate any such risk.

5. Based upon representations by Byrd that they could make more money by investing their
assets in the Byrd stock universe, many new and existing clicnts turned over all or a substantial
portion of their assets to Byrd to invest for them.

6. Byrd inaccurately completed New Account Forms for many of the clients who turned
over assets to him for ivestment by representing on the client account opening cards that the
clients had many more years or types of prior investment experience than they actually had and,
in some instances, by marking investment objectives for clients not in line with the clients’ actual
objectives,

7. With respect to these same clients, Byrd purchased securities which were unsuitable for
many of the client accounts for which they were purchascd because of the investment goals,
¢xperience, or income of the client for whose account the secunty was purchased.

8. Byrd recommended to or placed in the accounts of several South Carolina clients high
concentrations of volatile speculative stocks when such concentrations of volatile or speculative
stocks were unsuitable for the clients’ accounts based on client objectives, education, experience,

income and other relevant factors.

9. Byrd effected purchases and sales of sccurities for certain non-discretionary client

accounts without first receiving client approval.

10.  Byrd cffected purchases and sales of securities for certain of his discretionary clients
when discretion was not permitted by firm rules without prior client contact and stated approval

and no contacts had becn made with or approvals obtained from the clients for whom he was

excercising discretion.
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NOW, THEREFORE, IT IS HEREBY ORDERED, and Respondent expressty consents
and agrees that cffective immediately, Respondent is permanently barred from participating in
any aspect of the securities industry in or from the State of South Carolina.

VI. Conclusion

Upon execution by the Commissioner, this Order resolves Administrative Proceeding
06046 as it relates to the Respondent. This Order should not be interpreted to waive any (1)
criminal cause of action, (ii) private cause of action that may have accrucd to investors as a result
of Respondent’s participation in the securities transactions descnbed herein, or (1ii) other causes
of action which may result from activities of the Respondent not detailed above or which may

hereafter arise.

By his signature on this document, Respondent hcreby makes the following

representations:
a. Respondent is competent to make the representations herein and fo
execute this document;
b. Respondent is aware of his right to a hearing in regard to the matters
above and waives this right; and
¢ Respondent admits that the Securittes Commissioner has jurisdiction in

this matter and consents to entry of this Consent Ocder.

IT IS SO ORDERED this 5th dayof February , 2007.

Henry D. McMaster
Securities Commissioner
State of Souih Carolina
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