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By Rodney F. Tonkovic, J.D.

After more than ten years, a district court has closed a case brought by the SEC against the former chairman
of a failed Long Island-based internet startup company. The court previously found the chairman liable for
securities fraud and selling unregistered securities and, in the instant case, denied his motion seeking judgment
as a matter of law or a new trial. The chairman was then enjoined from future violations, barred from serving as
an officer or director, and ordered to pay disgorgement, interest, and civil penalties totaling over $5 million (SEC
v. iShopnomarkup.com, September 3, 2015, Hurley, D.).

Background. The Commission brought this action against internet startup, iShopNoMarkup.com, Inc. based
on alleged violations of the antifraud and registration provisions of the securities laws. According to the
Commission, from the late 1999 until the summer of 2000, iShop, Chairman Anthony M. Knight, and others
conducted a fraudulent and unregistered securities offering scheme that defrauded over 350 investors who
invested approximately $2.3 million. The defendants made a number of misrepresentations to investors to
persuade them to invest in iShop stock. In October 2014, a jury returned a verdict in favor of the Commission,
finding that Knight violated the antifraud provisions of the securities laws and the securities registration
provisions of the Securities Act.

No new trial. Knight sought judgment as a matter of law or a new trial, pursuant to FRCP 50(b) and 59.
According to Knight: the Commission engaged in misconduct; witnesses were not credible; the jury did
not understand securities law; other, not Knight, made the alleged misrepresentations. In denying Knight's
motion, the court said that his submission generally consisted of "unsubstantiated attacks on the witnesses,
opposing counsel and even the jury," which was insufficient basis for a directed verdict or new trial. Moreover,
Knight's submission was "nothing more than his own, self-serving, interpretation of the facts." The court also
examined the evidence presented at trial and found that the jury's finding was neither the result of surmise nor a
miscarriage of justice.

Relief. The court then ordered an injunction permanently enjoining Knight from future violations of the
registration and antifraud provisions. According to the court, Knight acted knowingly or recklessly, showed no
remorse, and was likely to violate the securities laws again. For similar reasons, Knight was also barred from
serving as an officer or director of a public company in the future.

Knight was then ordered to disgorge $2.3 million, the full amount realized through the stock offerings at issue.
The court declined to consider each of the 350 sales as a separate violation, concluding that this would result
in an "unduly penalizing" amount, and viewed Knight's involvement in the three unregistered stock offerings as
three violations, resulting in a civil monetary penalty of $330,000.

The case is No. 04-CV-4057.

Attorneys: Andrew P. Karamouzis (Moran Karamouzis LLP) for Ingram Micro Inc. Alexander M. Vasilescu for the
SEC. Douglas T. Burns (Shaw Licitra Gulotta Esernio & Schwartz PC) for Ishopnomarkup.com, Inc.

Companies: Ingram Micro Inc.; Ishopnomarkup.com, Inc.
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