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WHEN last we left him, in a Barron's story on Ma5, 1991, the admitted pennystock flim-flam ararry K.
Davis was dividing his days between two pursuitsng of the time he was providing hot tips to ingestvia a
900-number telephone service called Wall StreetcWWakhe rest of the time he was providing hot tpthe
government, finking on his friends and trying tegehimself out of jail.

Sometimes, hot tips pay off big time.

In mid-November, the U.S. Attorney's office in Nemk;, N.J., announced the indictment of five med ti@ Davis,
accusing them of wire fraud, securities fraud amchioal conspiracy in the manipulation of severa¢othe-
counter stocks in 1988. The stocks included Visipital Corp., Castleton Investors Corp. and BeXa@orp.

That trading in those issues wasn't entirely koghao revelation: In February 1991, Davis pleadeilty to three
counts of wire fraud and one count each of seegritiaud and conspiracy for his part in the mamipah of at least
five stocks -- including Vista, Castleton and Bella

The defendants in the case face a maximum peofafiye years in prison and a $250,000 fine forteegunt.
Under the complex federal sentencing guidelinesjfaces the prospect of 37 to 46 months in thepo
although the judge will take into account his caagien with the prosecution. And the governmentaapptly has
kept him busy. More than two years after enteriisgglilty plea, Davis has yet to be sentenced d-ramdate will
be set until the completion of his cooperation.

Which is not to say Davis won't soon be spendomestime in court. When the five go to trial, likelome time
next year, Davis will undoubtedly be the prosequtigtar witness, and his command performancemweilke a lot
of people nervous.

"Who do you think in the penny-stock market didigtsomething wrong?" thundered the always-loquecidavis
in an interview with Barron's in 1991. "My answenyou is that every single person | know did sornmgtlvrong. If
you called me on the phone, you did something wrongMajor cases are going to get popped. Anpbneople.”

Indeed. The information supplied to the governninbavis and the other admitted conspiratorspimlgination
with wiretapped conversations and other evidenas helped unveil a complex ring of stock fraud héag into the
ugliest corners of the securities business. Bygtheernment's count, the scheme involved more t@@mpeople at
brokerage firms across the country. A brief lookhat cast of characters and how they do businergddsimake
anyone think twice about investing in penny stoaid blind pools.

The five men recently indicted raises the numii@rcoused or admitted participants in the schemig tdncluding
Davis, six have pleaded guilty and agreed to capexith the government.

The first four pleas came in April 1990, all frggarsons associated with Sheffield Securities, ardefFort
Lauderdale, Fla., brokerage that underwrote injtidilic offerings for Vista, Castleton and Bellatri
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John LaSala, who owned one-third of Sheffieldagkd guilty to conspiracy and wire fraud. Allen W&tein, a
one-third owner who professed to own two-thirdshaf firm, pleaded guilty to conspiracy, as did $ik&f trader
Ronald Spencer. Ronald Martini, who secretly owoee-third of Sheffield, pleaded guilty to conspirawire
fraud and securities fraud. Martini, LaSala andrigee all admitted to aiding Barry Davis and hisoagste Eric
Wynn in manipulating trading in Castleton, Bellatand Vista shares; Weinstein's charge relateeHfgirig Martini
conceal his ownership position in Sheffield.

(An obvious reason for keeping Martini's involverheiith Sheffield a secret was the problem of regiag an
admitted felon as a securities industry principall979, Martini and two other men, Frank Coppa Brahcis
Orofino, pleaded guilty to fraud charges stemmigrftrading in Tucker Drilling Co. In an unrelatedse the same
year, Martini pleaded guilty to one count of pagsinforged instrument.)

The other admitted conspirator is Douglas Selgrad@rmer broker at L'Argent Securities in Minneks In
December 1990, he pleaded guilty to one count n§givacy for his part in manipulating six stocksluding
Castleton, Vista and Bellatrix.

Among the newest group of defendants -- all of mHast week pleaded not guilty -- the biggest fssblearly Eric
Wynn. The government contends Davis and Wynn wezertasterminds behind the stock manipulation scteme
which all the charges are based.

In entering his guilty plea, Davis asserted thginWwas responsible for choosing stocks to be nudatipd and for
planning overall strategy. Davis said his own iialelved directing the day-to-day trading activitie those stocks
conducted by brokers and promoters around the pguntluding the other defendants. Wynn, 34, ofsiMdilford,
N.J., faces 13 counts of fraud and conspiracy.

According to the indictment, the principals of 8iedd Securities allowed Wynn and Davis to contitod
distribution of shares in the Vista and Bellatf®Qs, allowing the two to gain direct or indirectresship of almost
all the stock of the two blind pools. The indictrhsays that Davis and Wynn helped arrange mergémngya for
Vista and Bellatrix, and then advised certain @irtlco-conspirators of their plans before makinguieed public
disclosures. Similarly, the government contenddfihe assisted Davis and Wynn in gaining contrbhanajority
of the free-trading shares of Castleton, a complaatywent public in 1986.

Once the three companies were under their cott®Igovernment asserts, Davis and Wynn artificialflated
their share prices, thanks in part to the coopamaif brokers and traders who bought and sold g&suas Davis
and Wynn directed. As payback, the government shgs;ooperating brokers received all sorts of gemdree
securities, securities below the manipulated maskiee, guaranteed profits, cash, promised pagt@p in future
offerings of manipulated securities and assistamtleeir own stock manipulations.

This is not Wynn's first brush with the legal gt In 1991, while Davis was entering his guiltggalWynn was
serving a three-year sentence in Federal prisopnrimection with a 1989 guilty plea to two felonyuats in an
unrelated stock fraud. In that case, Wynn was @thvgth siphoning off $640,000 from stockholdersaafefunct
jewelry company called Renaissance Enterprises.

Related charges against Wynn's wife, Annabellev@atia Wynn, were dropped, but a third defendarancis
LaMagra, was convicted on four felony counts amtesgced to three years. In 1988, in a separate cabtagra
received a one-year prison term for conspiringreppre false tax returns for Louis "Louie Ha-Hatafsasio, a
capo in the Bonnano crime family. According to gmvernment's indictment in that case, Attanasio€ned
substantial income from loansharking and condudimglegal gambling business."

Renaissance had been underwritten by Monarch Rgndidefunct New York brokerage firm that sitshat center
of yet another complex stock fraud. The Monarclecasich centered on trading in Liquidation Contral. and
Toxic Waste Containment Inc., led to the 1989 itdent of Monarch founder Leo Eisenberg, former W@&achdy
research analyst Richard Cannistraro and the giarkoter Richard Bertoli. Both Eisenberg and Canaie
pleaded guilty to charges connected with the dageoli, who was tried and convicted, is schedudtedsentencing
later this month.
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The Monarch case has several ties to the Daves ddmt's clear from Eisenberg's testimony at Bitrtoial.
Eisenberg said the stock promoters who participaidide Monarch scheme included both Frank Coppaakl
Martini's co-defendant in the Tucker Drilling caaed Eric Wynn. Neither Coppa nor Wynn were indidier their
role in the Monarch Funding case, although botreomorked at Monarch.

Among the other newly indicted co-defendants niwst prominent name is Anthony Nadino. (According t
records of the National Association of Securitiesa@rs, Nadino's original surname was NadratowBkidino, 49,
of Colts Neck, N.J., heads the trading desk at &tidBrown & Co., a brokerage firm currently fighginivil fraud
charges in an unrelated case filed by the Secsidinel Exchange Commission in federal court in MaahaA
longtime associate of penny-stock king Robert BagniNadino was once head trader at First Jersayries,
where he worked for more than 12 years. (The twn aigo have a family link: Brennan's wife and Na&rwife
are sisters.)

Besides the indictment, under which he's chargédfaur felony counts, Nadino faces two pendingiptaints
from the NASD. In a case filed in July, the NASeges that Nadino and Hibbard Brown charged exeessi
markups in about 6,200 transactions in 1991. A gaalier, the NASD charged that Nadino and his flemgaged
in a manipulative, fraudulent and deceptive schelyedcquiring all of the outstanding warrants abanpany and
then "engaging in a massive sales effort" to custsrwithout disclosing that it controlled the stock

In 1986, Nadino had been suspended from assatiaiith any NASD member firm for 10 days and fine2b®00
in partial settlement of NASD allegations that 883 First Jersey had charged customers unfair ecebsive
markups. In the same case, in which the defendayneed to the penalties without admitting guiltsEdersey paid
a $300,000 fine and Brennan coughed up $25,000.

Another defendant in the case who has long hauhtegenny-stock world is Perry "Pericles" Constant, 60, a
Manhattan-based promoter indicted on four felonynts in the Davis case. Constantinou has beerirgattl
securities regulators for decades. In his mosttgmeevious brush with the law, Constantinou in@@8&aded
guilty to five felonies in connection with the rgiayed by his firm, World Wide Capital Corp., metmanipulation
of the IPO and after-market trading of Memory Pectittn Devices and Memory Metals. (Barron's ranietor
detailing the Memory Metals saga in 1986 and 198dnstantinou was placed on probation and orderey
restitution of $327,909.

The SEC had barred Constantinou from the invedtimesiness in 1975 for the part played by Providaturities,
a brokerage firm he controlled, in the manipulatidm company called Fantastic Fudge. (Among Pentid
officers was Sheffield's secret co-owner, Ronaldtvia) Also in 1975, a federal court found thatr@tantinou
assisted a group led by fugitive financier Robegsdb in a complex stock manipulation involving anpany called
International Health Sciences.

Also indicted on four counts is Irwin Frankel, &@ear-old resident of Hialeah, Fla., who at tieetiof the alleged
conspiracy was a registered representative for Gotiporate Securities Group, of North Miami Bedela,, and a
defunct New City, N.Y., firm called Allegiance Settigs.

While not as infamous as some of his alleged aewsiators, Frankel is not exactly an altar boyl %89,
Allegiance signed a consent agreement with New Bidte Attorney General Robert Abrams to termiaatanitial
public offering for a Denver company called Supedurctive Technologies Inc. Abrams alleged thatci@pany's
promoters "tried to get rich quick by cashing intba public's interest in high-technology superaanadrs."

According to Abrams, Superconductive and Allegafailed to disclose that one of the company's ptens,
Joseph Pignatiello, another well-traveled deniZath@ penny-stock world, was associated with PoBezurities, a
defunct brokerage that earlier this year was odlibyea federal judge to pay $25.6 million in prefind interest for
allegedly fraudulent stock sales.

As part of the consent agreement, Allegiance &npgrincipals -- Irwin Frankel and Frank Grillowere barred
from underwriting securities for three years. Th&SD revoked Frankel's registration as a brokerugust 1990.
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Brad Haddy, a 42-year-old broker indicted on foounts, formerly worked at L'Argent Securities,rajside
admitted conspirator Douglas Selander. Now a reggdtrepresentative at Kennedy Mathews Landis Healy
Pecora, a Minneapolis brokerage firm, Haddy dodsve a clean record, either. In 1986, the NASpended him
from associating with any member firm for 60 ddgdpwing allegations that he wrote four checkswinzaon his
employer's bank account without authorization amdined the proceeds.

Completing this rogues' gallery, of course, isrB&ravis, neBarry Sutz. The SEC threw him out of the securities
business in 1971, citing his violation of capidjuirements and other regulations as presidentizf & Ross, a
Valley Stream, N.Y., brokerage firm. In 1975, thewiNYork State Department of Insurance revokedittense of
his insurance agency, Sutz & Sutz, citing hundaddsistomer complaints. Later on, Davis went ittt public-
relations business. The activities described innb&tment took place while he was running a R ftalled
Princeton Financial.

In September 1989, Davis agreed to pay the sfatew Jersey a civil penalty of $50,000 to settlegations that
he'd provided investment advice without registeimthe state; he agreed to be permanently barosd the
securities business in the Garden State. At the, tibavis was tied to a Fort Lee, N.J., telephonérgoservice
called Traders & Investors Alert. The firm offeretorded stock advice, and for an extra fee, patsmmsultations
with Davis.

It didn't take Davis long to violate the ban -otwonths later he was heard on the same hotliperteslly calling
in his tips from a Chinese restaurant in New Yoity @ circumvent the New Jersey-imposed ban. Thaeeghen
sued Davis to recover the $50,000 fine -- the checlvrote to cover the first installment of the @éénbounced.
(He later paid in full.) Davis later found his whgck into the telephone hotline business in Pietydry., with
Wall Street Watch.

All five of the recently indicted defendants camdehey did nothing wrong. Wynn, Nadino and Consite
declined to discuss any details of the case. Fitanktorney says he and his client have no comnegher. Haddy
admits that he had discussions with Davis and Whath in person and on the phone, but says "it'sstloing | feel
innocent about." Nadino's lawyer, Michael Critchlagmits that his client "knows Eric Wynn, in a iness sense,"
but contends he did nothing improper.

And Barry Davis?

For once in his life, he's got nothing to say.
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