
Cheetah™

© 2018 CCH Incorporated and its affiliates and licensors.
All rights reserved.

1 Oct 3, 2018 from Cheetah™

Securities Regulation Daily Wrap Up, VIRTUAL CURRENCIES—FINRA
smokes out HempCoin fraud in first crypto enforcement action, (Sept. 11,
2018)
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By John M. Jascob, J.D., LL.M.

In the SRO’s first enforcement action involving virtual currencies, FINRA has charged a former Massachusetts
broker with fraudulently selling an unregistered cryptocurrency security called HempCoin. FINRA alleges that
Timothy Tilton Ayre attempted to attract investments into the worthless public company he controlled by offering
interests in what he touted as the "the first minable coin backed by marketable securities." According to FINRA,
however, Ayre misrepresented his company’s business and financial status in OTC Pink Market filings while
failing to register the HempCoin interests with the SEC (Department of Enforcement v. Ayre, September 11,
2018).

As stated in FINRA's complaint, Ayre was the president and largest single shareholder of Rocky Mountain Ayre,
Inc, which traded over the counter and was quoted on the Pink Market of OTC Markets Group under the ticker
symbol RMTN. Although RMTN had its original roots in a registered broker-dealer owned by Ayre, by the time
of the alleged misconduct RMTN’s only business was a restaurant operated by Ayre’s girlfriend that struggled to
meet expenses.

In 2015, RMTN purchased the rights to a cryptocurrency named HempCoin. Ayre, who was at the time a
registered representative Spence Edwards, Inc., then repackaged HempCoin as a security backed by RMTN
common stock. Ayre marketed HempCoin as "the world’s first currency to represent equity ownership" in a
publicly traded company and promised investors that each coin was equivalent to 0.10 shares of RMTN common
stock. Investors mined more than 81 million HempCoin securities through late 2017 and bought and sold the
security on two cryptocurrency exchanges.

FINRA alleges that Ayre engaged in the unlawful distribution of an unregistered security because he never
registered HempCoin and no exemption to registration applied. FINRA also alleges that Ayre and RMTN made
several misrepresentations to OTC Markets Group concerning the nature of the company’s business, such as
failing to update disclosures following the sale of the broker-dealer operations and then later misrepresenting that
RMTN was acquiring "fast growing" food and hospitality businesses when its only asset was the single failing
restaurant.

The proceeding is No. 2016049307801.
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