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ANNE MILGRAM,
Attorney General ofNew Jersey, on behalf of
MARC B. MINOR, Chief of the New Jersey
Bweau ofSecuritiesl,
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Attomey for Plaintiff 

e,$J'

Ey, ctrnstoptrer $)ota
Deputy Attomey Ceneral
(973) 648,2893

Toral M. Joshi
Dcputy Attorney General
(973) 648-2893

+Orh."-

n
ti

Plaintiff,

SI'PERIOR COI.JRT OF NEW JERSEY
CTIANCERY DIVISION , COUNTY OF
MONMOUTH
Dock€t No. C-3 I 6-06

Civil Actioll

ORDER AND FINAL JUDGMENT
AS TO DEFENDANTS BRIAN SMTTII,

LYNN SMITH, A}{D I'IGITAL GAS INC.

DIGITAL CAS INC.,
a Michigan Corporation;
BRIaN SMITH, individually;
LYNN SMITH, individually; and
WILLIAM BROWN, individually,

Defcndarrls.

' Tlis lcnon w.s.ohnEnccd on bchllfora rbnner Clicf of rbe N.w Jercey Bureru ofsccuritics.lo rccordilc.
wilh B. 4 134-4. lhc cnniior has bccn rcviscd to rcUcct thc curcnt Chi€foftl|e Ncw J€rscy Durci 

 

ofSccruiti$.
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This matter was presented to the Court by Plaintifl Anne Milgram, Attomcy General of

Ncw Jersey, on behalfofMarc B. Minor, Clriefo[the New Jcrscy Burcau of Securities, @oputy

Altomeys General Christophor W. Gcrold and Toral M. Joshi, appearing) for entry of: final

judgnrenl against Dcfcndant Brial Smirh (Timothy Neumam, Esq,, appeaing) and final

judgment by dofault agrinst Digilal Gas Inc. for allcged violatiohs of thc New Jersey Uniform

Securities Law (1997), N J S.A. a9:3-47 4 !99: (th€ ̂ 'Securjties Law'), including violations of

the following provisions: \!).$.{ 49:3-52(a) (enploing a dcvic€, schcme, or arlifica to

defiaud); N.J S.A. 49:3-52(b) (making falso statcmcnts of or ominiry maleria.l facts)i N.J.S.A.

49:3-5?-(c) (engaging in an act, p$ctico, or coursc ofbusiness thot operates as a fraud or dcccit);

N.J.S.A. 49r3-60 (selling lnrcgist€red sccurilies); N.J.S.A. 49:3-56(a) (acting as xn agenl witho\tt

registration); and N.J.S.A. 49:3-56(h) (cmploying ud€gistcred ageats); and fo( final judgment

against Lynn Smi$ (Robert Slevens, Esq. appearing). On Jaouary 29, 2009, a trial commenced

against Def.ndarts Brian Smitl and Lynn Slnith, and pursua[t to & 4:43-2, a simultaneous

prooficariry agaitst dcfaulting Defendant Digita.l Gas lnc., and continucd on February 3, 2009,

Febnrary I?-lE, 2009, Fcbruary 25, 2009, Ma.rch 25-26,2009, May 13,2009, and June 2-3,

2009. Based on thc Court's consideration oftho documentary evidenc€ and testirrony, the Coud

linds good and sufficient cause to gant the rclief sought by Plalntifi makes the following

findings offact and conclusiors oflaw and elters finaljudgmenll

FINDINGS

Th€ Coun finds that:

l. During the period of 1999

Lake, New Jedeyr Delendants Brian Smilh and

lo 2006, ftom 409 St. Clair Avcnue, Spring , rs.e fs ?O" 1f qtt l01
Digital Gas Inc. sold o l -
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uhrcdstered Digital 6as Inc. securities in the form of siock and subscripdon sgreemgtlts to at

lcast 200 invcstors;

2. At all lelcvant times, D€fcndant Bian Smitb was not registorcd with thc

Bureau as an "agcnt," as dcfincd by N.J.S.A. 49:3-49(b), to off€r or sell the securili€s to, from, or

within Nev Jersey;

3. The Digital Gas Inc. seounlies were neither registcrcd with the Bure.u

pursuant to N.J.S.A. 49:3-61 ((cgistation of sccurities by qualification), N.J,S.A. 49:3-61.1

(regislralion of securities by coordination), N.J.S.A. 49:3-61.2 (registalion of securities by

notification), exempt ftom registrafioD pursuant to N.JS.A.49:350, nor fcdcrally covcr€d

socuritics pursuaot to lLLlll! 49:3-60.1;

4, Defendanl Smilh violared N..I.S-A. 49i3-56(a) (acting as an agcnt reithout

regishation) alld N.J.S.A. 49:3-60 (solling unregislered securilies) by oflbring arrd sclling thc

{Negistered securiti€s is ed by Digital Cds lnc. to, ftoD), or withir New Jersey $,ithoul boing

rcgistcrcd as an "agent" ofDigital 6as Inc ,

5. Digital Gas lnc. violaled N-J.S.A. a9:3-56(h) (omploying uffegistered

agents) and N.J.S.A. 49:3-60 (sclling uruegistercd secudties) by selliug unregistered securilies

through Defcndant Brian Smith, who was not registered as its "agenf'as requircd by N.J.S.A.

49:3-56(a);

6. h comection with th€ offer and sale of unre$stered securities, Digital

Gas Inc. aod Dcfcndait Brian SEith, individually alld in conccrt with others, violatcd N.J.S.A.

49:3-52(a) and N.J.S.A. 49:3-52(c) by cmploying a scheme io deftaud and engaging in a coursc

ofbusiness thal operaled as a Faud and deceil upon investors by,
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d.

causing Inten,est Transfer Company to issue o! trrnsfer shares of DiSrtal

Gas Inc. tlEough fraudulent corporale resolutions to individuals, iDcluding

Delendant L).nn Smith and lhoir two daughtcrs;

concealing Defendant Brian Smith's position as an officcr and director of

Digital Gas Inc. and failing to disclose it on Michigan Corporate filjngs:

placing Mr- Lang's namc on MichigM Corporatc filings without his

kDoq/ledge;

using Mr. Laog's signatwe on Dgital Gas Inc. corporate resolutio$s

witiout his knowl€dgc;

using Mr. Brown's siSnature on Digilal Gas Inc- opinion letters without

his knowledge;

causing press rcleases to be published tllat make misrepresontation! as to

thc futufc which arc bcyond rcasonablc cxpcctation ol arc unwarrantad by

exrsung cltcumstar)ces,

manipulating the price and demand of Digital Gas Ino. stook by issuing

false press releases;

failing lo disclose to investors the manner in which inveslot p.oceeds

would be used; and

using invcstor funds ior Dcfcndant$ Brian Smilh's and Lynn Smith's

p€rsoDal bencfit.

In oonnection with the offer end sele ofthc uEcgistcrcd securitics, DiBital

Gas hrc. and Defqrdant Brian Smith individually and in concert with othcrs, violatcd N-LSI

49:3-52(b) by making untru€ stateme[ts of a material fact and failing to disclosc matcrial facts
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necessary in order to make lhe stalements madc, in thc light of *re circumslauces under which

they arc made, Dol misleading by;

a. failing to disclosc that Smith was not rcgistered to sell Digital Gas Inc.

stock, nor was he exempt;

b- failing to disclose that Digital Gas Inc. was not legistered with thc Bureau,

or exenlpt from regislralion;

c. failing to disclosc that the Digital Gas Inc- securities vere not regislored

wilh thc Burcau;

d. failing to disclose (o investors that Brian Smith was convictcd of securities

ftaud and wire freud;

c. failing to disclosc that Brian Smith wa! pemanently cnjoi[ed ftom sellirg

securities;

f failing to disoloso that Digital Cas Inc. had no bank lccounts in its natnc;

g. failing to disclosc that Digital Cas Inc. had no mechadsm ofaccountlDg;

h. failing to rctra.t Digital Gas lnc.'s press releas€s when [one of thc

purported business activities came to ftuition; and

i. failing to disclose that rnvestor funds wero boing diverted fot the perconal

benelit and use oI Dcfcndants Bria[ Smith and Lynn Smith.

8. Defendant Lyrn Smith was uDjustly enriched and bcnefited

from tlle fraudulcnt conduct of Defendarts Brian Smith 8nd Digital Cils Inc.

a. Defcndait Brian Srnith causing funds of Digital Gas lnc. to be transfened

to Defcndant Lynn Smith's bank accounts;

@ 0 0 6 / 0 r 0

by,
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b. Defendant Lynn Smith receiving and sclling Digital Cas Inc. sharos lhat

Defer ant Bnan Smrrh lssued to Defendanl Lynn Smith al no cost for a

100% profit; and

c. Dcfcndant Lynn Smith received the benefil ofDigital Oas lnc. paytng for

expenses relaling to the home, including improvements and thc mongagc.

Nortr, BASED ON THE ABOVE FINDINGS, tr tS on th;s ]f+6 or

2009 ORDERf,D thati

1. Digilal Gas Inc. and Defendanr Brian Smith, individually and by or

lluough aDy person, corporation, pann€rship, company, limited liability company, association,

business formatiolr of alry typc, partner, oflicer, attomcy, stockholdcr, employee, age ,

succcssor, or any porson o! cotity dircctly or indircctly undcr thcir control or wolking in conccft

with them or on their behalf, are IIEREBY PERMANENTLY ENJOINBD AND RESTMINED

torn:

a. applying for registration with thc New Jcrscy Bureau of Securities to 8ct

as an agcnt, as dcfincd by N.J.S.A. 49:3-49(b), bokcr-dcalcr, as dcfincd

by N.J-S.A. 49:3-49(c), or any other securiti€s professional vithin tle

regulatory authority of thc Ncw Jcrscy Bureau of Sccurities;

aoting as all uirogistered agent" as defrncd by N.J.S.A. 49:3-49(b), or

umegistcred brokcr-dealer, as defined by I{-[S4 49:3-49(c), in violation

ofthe Sccurities Law;

offering for sale or selling, distributing, providing advice regarding,

advertisin8, solicitinS, ncgotiati[g thc salc of, advancing the salc of,

and/or promotiog securities in any manncr to, ftom, or within N€w Je$ey;
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employing unregistered agents in violation ofN.J.S.A. 49:3-56(lt);

issuifig securities or engaging in any securities related activity;

dircctly or indirectly violating thc Securities Lew; and

engaging in th. conduct described in the Verified Complaiflt-

2. Dcfcndants Digital Gas lnc. and Dcfcndant Blian Srrith arc hereby

denied: all exenrplions conlained in \LS.A 49:3-50 (a)(9); N.J.S A. a9:3-50 (aX10); N.J S.A.

a9:3-50 (a)(11); N.J.S.A. a9:3-50(b); N.J.S.A. 49:3-56(b): N.J.S.A. 49:3-56(c); and N.J.S.A.

49:3-56(9).

RESTITUTION

3. Defetdants Digital Gas Inc. and Brian Smiti .rc HEREBY ORDERED,

joinrly aod scvcrally. to pay s +, 69 3 ,.2 7a as restitution for invcstors pursuant to

N.J.S.A 49:3-59(a)(2).

UNJUST NNRICBMENT

4. DefeDdant Llmn Smith was unjustly enrichcd by Dcfcndrnts Brian Smith

ard Digital cas lrc.'s fraudulent conduct and is HEREBY ORDERED to p y S 7OL237 zs

disgorgcmcnt, pursuant to N..LS.A a9:3-69(a)(2).

CIVIL MONETARY PENALTIES

5. For each violation ofthe Securities Law, Defendants Digital Oas Inc- and

Brian Smith could be assessed a p€natty ofsl0,000 for the first violation ard $20,000 for cach

subsequent violation pursuant to N..f.S,A. 49:3-?0.1. Based on the findings above and facts

established at th€ trial and proof hearing, tlrc Court HEREBY ASSESSBS the following crvil

monetarv oenalties:
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{oe, o ao
$ xgainst Defendant Briar Smith based on his violatiorN of

N.J.S A. 49:3-56(a) (acting as an agcnt without registarion), I{"LllJ!

49:3-60 (seltir4 unregistered securilies), and N.J.S.A. 49:3-52 in

connectiou 244 securiti€s trausactioDs, which equals 732 violalions;

f @  o o o
$ 

- / against Deferlda t Digital Gas Inc. based on its violations of

N.J.S.A. 49:3-56(h) (employing uuegisterod agenb), N.JS.A 49:3-60

(sclling unregistcfcd sccuritics), and N.J.S.A. 49:3-52 in connection vrith

244 securitics tiansactions, which cquals 732 violalions;

FINAL JUDCMF,NT

Final Judgmcnt is h€r€by cnteled against Defendant Brian Smith in thc

a^ov't ot s { lQ j,z{Errescnting $ { 6tl3 .72 R ,otinion for invcstors. ousuan! ro

7. Final Judgment by Dcfault is hcrcby cntercd against Dcfcndant DiSital

cas Inc. in rhe amounr 6 g {r41.4"w.senting $(,q S t8z in restitution for

N.J.S.A. 49:3-69(a)(2) ,^n1^5 ,{a,o4uil monetary penalty, pursuant to \I-1S4. 49:3-?0.1.

GENERAL PROVTSIONS

9.

investorc, pwsua io \l!S.lL a93-69(a)(2), nd a$ {@t Oocftl mon€tary p€nalty, pursuant

to N.J.S.A. 49:3-70.

8, Find Judgnen( is hereby eDtercd agalNt Def€ndant Lym Smith in the
- a

amount of $ to1 p I fur aisgorgemenr pursuanr to N.J.S.A. a9:3-69(ax2).

'Ihis final judgmcnt is immcdiarcly cnforccablc.
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10. Payments made to satist this finaljudgn€4l shall be made by certified

chcck or bank chcck payable to the "State ofNew Jersey, Bureau ofsecunties" aud delivered lo

Brreau Chiel 153 Halsey Street, 6s Floor, Nowark, Ncw Jclscy 07101.

I L This Coua shatl retain jurisdiction to enlorcc this Ondcr.

12. The Final judgmcni shall be servcd on all parties wi0rin days of

Plaintilfs counscl's leceipt of the signed Order.

,rslrrt I

fffi t -t n, $ r!01, sl " /,:, ! / i i, " "
tl i t,i, t ! zt f o t, t/ I ti *,' / t t " t . *'!(,!ffi; ffiit*in

D \. j4)a-e , \

s25' ADl4tst ">ut 7 
-'' "

fQt AL Etht6{s P"'? 
-' , 

Lg+ f**4> -

f  1-r  r , r t  -  Dlrb?*DJ'  J ' -  |

A'WYwbnm"ffiffiay'w,r')u.t"n11o* "tr

n ' h t *  c d , , a A  + ,  s - . G  _ q l , l o q  -
Rf DER: A copy ot a tapo As +o Saac4 | 1 L13 - q'tz-31 al
and/or wriften lranscript can
be obtained by contactinq th€ M+4 (-e&a &' . - 1l'->(u1

3r?j."lJ-"."no,rniraizgz- ns +6 L.t^)^t t",* 
il;?YU1,",

t4'd"'*4h%z /'rJ eq b4 cz.zaFzz'a'
s '7,6t2- 

'zA 4za-a '



99/?8/20A9 f iON 10:3c aAx 73230X5422

THOuAS W CAVANACU, JR_,

Please deliver the followrng pages to:

SUPERIOR COURT OF'NEW JERSEY
CIIANCERY DIVISION
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'ffi loNMorrD couNr counr Ho!s.

rRaaNorD, NEw Ja.saY or7rantod
rE(FoNr1n4rsir!15

Name:

Fal Numberi

Rei

From:

FACSIMILE COVER SHEET

C. Q*u tn ?r r- o r"- ,r."
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Valeti€ Shannon,
Secretary to lhe Honorable Thomas W. Cavanagh, Jr., P.J.Ch.

(lncludng lhis covef sheet)

732.303-6422

lf you do not receive ell the pages, please call (732) .431-7135

Date:

Total Nurn ber of Peg€s / D

Our Fax Number:


