
STATE OF NEW JERSEY
BUREAU OF SECURITIES
153 Halsey Street, 6'h Floor
P.O. Box 47029
Newark, New Jersey 071 0 i

tN nlE MArrER OF:
WALLSTREET*E FINANCIAL SERVICES, ¡
INC. (CRD#43896);
CARLOS FRANCISCO OTALVARO
(CRD#2294420); and
FRANK CHARLES DONNAURO
(CRDII I 952493).

CONSENT ORDER

Pursuant to the authority granted to the Chief of the New Jersey Bureau of

Seeurities ("Bureau Chief") under the Unifoim Securities Law (1997), NJ.S.A. 49:3-47 et seq.

(the "Securities Law"), including without limitation NJ.S.A. 49:3-58(e), and at the request of

Wallstreet*E Financial Services, Inc., foimcrly known as Wall Street Electronica, Inc.,

(CRDII43896) ("WSE") and Carlos Francisco Otalvaro (CRDII2294420) ("Otalvaro"), the

Bureau Chief hereby finds that there is good cause and it is in the public interest to enter this

Consent Order amending the Administrative Consent Order of Deeember 3, 2009 entered by the

Bureau Chief as to WSE and Otalvaro, to include WSE's voluntary withdrawal of its broker-

dealer registration and agreement to never reapply to the Bureau f,ir sueh registration.

The Bureau Chief makes the following fìndings of faet:

i. The Bureau Chief entered a Summary Order on August 13, 2009 ("Summary

Order") against WSE, Otalvaro and others, which, among other things, revoked the broker-dealer

registration ofWSE and the agent registration ofOtaIvaro.



2. WSE and Otalvaro eontested the Summary Order, which resulted in a eontested

ease that the New Jersey Bureau of Seeurities ("Bureau") transmitted to the Oftee of

Administrative Law.

.'. The Bureau Chid; WSE, and Otalvaro resolved the contested case relating to the

Suinmury Order through an Administrative Consent Order ("AcJministrative Consent Order"),

which was signed by Otalvaro, on behalf of himself and WSE, on Novemher 25, 2009, and

entered by the Bureau Chief on December 3, 2009.' The Administrative Consent Order is a final

decision under N..J.A.C. i: I. I 9.1.

4 Under the Administrative Consent Order, WSE and Otalvaro were, among other

things, jointly and severally liable ¡or a S210,OOO.00 civil monetary penalty assessed against

them by the Bureau Chief.

5. The public interest is furthered by this Consent Order, and specifically by WSE

ending its operation in New Jersey as a broker-dealer through its voluntary withdrawaL.

ViTHEREFORE, based on the Bureau Chiefs findings, it is on thisJJ_-=~ day of

ve"e. 2009, HEREBY ORDERED AND AGREED that:

I. The Administrative Consent Order is amended as f'Jllows.

a. Parab'faph thirty is deleted and replaced with the fì:illowing:

30. WSE will voluntaiily withdraw its broker-dealer and any other registration
with thc Bureau through the procedures stated in NJ.A.C. U:47A.1.11 by
no later than February i, 201 O. WSE's withdrawal under this paragraph
will be ef1èetive on February 1,2010.

(a) If WSE ¡¡iils to timely withdraw its registration as stated in this
paragraph, the Bureau Chief will revoke the broker~dealer and any
other registration ofWSE through a Summary Order that WSE will
not contest. WSE's fùilure to withdraw constitutes good and
suffcient cause for revocation.

¡ Attached as Exhîbit A is a true and accunHe copy of the Administrative Consem Order. The Bureau Chief entered
the i\dmÎnistrative Consent Order on December 3i 2009. but inserted the date in on December 9, 2009.
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(b) WSE waives all exemptions contained in NJ.S.A. 49:3-50,
including those in subsection (a) paragraph 9, 10 and I I ancl
suhsection (b). WSE further waives all exemptions to registration
requirements, including those under N.J.S.A. 49:3-56(b), N.J.S.A.

49:3-56(c) ancl NJ.S.A. 49:3-56(g).
(e) WSE and Otalvaro ab'Tee that WSE, including its successors and

any cntity owned or controlled by Otalvaro, will never reapply or
apply with the Bureau tor registration in any capacity.

b. Paragraph thirty three of the Administrative Conscnt Ordcr is moditìed to add the

bolded language:

33. Otalvaro shall not direetly or indireetly supervise any persons registered or
who should be registered with the Bureau as agents or investment adviscr
representatives. fUntil WSE's broker-dealer registration is withdrawn
or revoked,¡ a person other than Otalvaro who is Scries 24 qualitìcd and
is registered with the Burcau as an agcnt shall supcrvise persons who are
rcgistcred with thc Bureau as agcnts or investmcnt adviscr reprcscntativcs
ofWSE.

c. Subparagraph b. of paragraph thirty four of thc Administrative Consent Order is

deleted.

2. This Consent Ordcr only amends the paragraphs of the Administrative Consent

Order stated above and has no other efÌeet on the Administrative Consent Order, whieh remains

a Iinal decision in full force and effect subject to the amendments herein. This Consent Order

does not cxpand thc seope of the dispute resolvcd by the Aclministrative Consent Order, which

was limited to the Summary Order.

3, The Administrative Conscnt Ordcr, as amended by this Consent Order, is

intended to embody the entire agreement and understanding between the parties with respeet to

the subject matter. Any other addition, deletion or change to the Administrative Consent Order

must be in writing and signed by all partics to hc bound by the addition, deletion or change.

3



4. 'The "General Provisions" of the Administrative Consent Order are incorporated

into this Consent Order as if stated hcrein.

PL,_¿_L--==~~~~..__
~~'~1inor
Chief:ew Jersev Bureau of Securities- .

Consent to the Form and Entry oftliis
Consent Order:

Locke Lord Bissell & Liddell LLP
Attorieys JÒr Respondents Wall Street Electronica, Inc. (CRDi!43896)
& Carlos Francisco Otalvaro (CRDi!2294420)

By:
Alan M. Wolper, Esq.

Datcd: December ,_,__, 2009

Respondents WallStreet EJeetroniea, Inc. (CRD#43896)
& Carlos Francisco Otalvaro (CRDi!2294420)

By: '.~"-~---'-------~"----- Dated: December __' 2009
Carlos Francisco Oralvaro
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12/11/2009 14, 1J FAX 4048725547 LOCKE LORD BISSELL LI DDE ~002

4. The "General Provisions" of the Administrtive Consent Order are incorporated

inlC1 Ihì9 Conset Order as if staied hercI.

Marc e. Minor
Chief. New Jersey Bureau of Sccuties

Coreiit to the Form iid Entx of ths
Consent Order:

Locke Lord Bissell & Liddell L,Ll'
Attorneys for RQlpQl1dits WallSirt Electonjca Inc. (CRD3896)

:~~ - ""Z (C="'''' D"oj, D..cr JL 200
an M. Wolper, Esq.

Respondents W"IISi.cct E troiJica, !no. (CRDtt43S%)
& Carlos Francisco O~ (CRP#29420)Æ.,

1.)01 .

By: car~~~;:~aJVato " Dated: Deeembe~.. 2009

. /¿/

4



EXHIBIT A



ANNE lvlILGRAM
A TIORNEY GENERAL OF NEW JERSEY
Division of Law
P.O. Box 45019
J14 Halsey Street
Newark, NJ 07101

By; Samuel Scott COOlish

Deputy At10rney GencmJ
(973) 648-3730

OFFICE OF ADMINISTRATIVE LA W
Docket No. BOS.l 1168.2009N

IN THE MA TIER OF:
WALLSTREET ElECTRONICA, INC.
(CRDi!3896);
CARLOS FRANCISCO OTAl V ARO
(CRDt!2294420); and

FRANK CHARLES DONNAURO
(CRDiiI952493).

¡

ADMINISTRATIVE CONSENT ORDER

Pursuant to die authority gmnled lO die Chief of the New Jersey Bureau of

Securities ("Bureau Chief') by die Uniform Secnrities law (1997), N...S.A. 49:3.47 ~.i (the

"Securities law"), and afier investigation of the f.,cts involving WallSlret Electronica, Inc.

(CRD43896) and Carlos Francisco Otalvaro (CRD#2294420) (collectively, "Respondents"),

The Bureau Chief makes iIc foJlowing findings of fact and wncJusions of law:

and the Biire.ii Chief having entered a Summary Order on August 13, 2009 against WSE,

Oialvaro and others (the "Summary Ordet'), and WSE and Oialvaro having coniested die

Swnmary Order, and Otalvaro having prevIously withdrawn his agent registration with (he

Bureau, and ¡he Bureu Chief (represented by Samuel Scott Comish, Deputy Attorney General)

and Respondents (reprcsciied by Alan M. Wolper, Esq. of locke lord Bisscil & Liddell LlP)

now desire to resolve ¡his maner and consent to ¡he fonn and enoy of iIis AdininIstrdtìve

Consenr Order ("Consent Order").



1. THE RESPONDENTS

L. WallSirccl Electronica, Inc. (CRD#43896) ("WS£") is a Florida

corporation wiù) offlces at 520 I Blue Lagoon Drive, Suite 250 !vtiamìi Florida. \VSE has been

registered with (liC New Jersey Bureau of Securities (the ';Bul'eau~~) as a brokcr~dealcr since

March j 7, 1998. As of ihe dale of the entry of ihis Sumniaiy Order, WSE bad one aciive branch

oiÌicG in New Jcrs(:y and five individuals registered WiÙl the Bureau as "agent(sJi as defined

under N.J.S.A. 49:3-49(b).

2. \VSE is subjeCT m an order of another state securities regulator.

Specifically, in May 2002, (he New Hampshire Bureau of Securities Regulation CN.H. Bureau")

found that from j 998 to 200 I WSE had tradeå in úie accounts of seven New Hampsbire

invC$wl' while not being properly licensed. On May 3 I, 2002, WSE and tbe N.H. Bur""u

entered inlO a Consent' Order under which \VSE was required to close diC investment accounts of

all New Hampshire residems. Based on WSE's evenlual violation of ibai Consent Order, in July

2006, the N.H. Burenu issued a Cease and Desis( Order. The July 2006 Cease and Desist Order

was resolved under a Consent Order, duted November 21, 2006, that "bared (WSEJ from

licensing and doing busiiiess in ùie Stale of New Hampshire, and r required WSE to J close all

New Hampshire accounts."

3. Carlos Francisco Ok1lvaro (CRD#2294420) ("Ok1lvaro"), who resides in

ComI Gables, Florida, is the president and a principal of WSE. Otalvaro has been registered

wiib the Bureau as an agent, as defined under N.J.S.A. 49:3-49(bj, ofWSE since April 28, 1998.

On or about December 8, 2008, Oial"aro voluntarily iennùia(ed his regis(raiion with the Bureau,

and has not been registered with the Bureau since thi date, At all relevant iimes, Orolvaw was
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charged by \VSE's sureivisory proct:durcs \vÌtn the duiy of supervising the agents discussed

bc10\v.

4. Frank Charles Donnnuro (CRD#1952493) ("Donnauro"), who resides in

Brooklyn, New York, \vas registèred with the Bureau 3$ ~n agent of \VSE from November 15.

200 J to Febniaiy 2i, 2004. On August J Î, 2005, Donnauro was barred, pursunnt to NASD Rule

9552t rrom acting as a registered representative for hís failure lO provide Infonm1tÍon to the:

National Association of Securities Deniers ("NASD"), nlkfa Oie Financial Jnduslr' Regulatory

AU010rity, At all relevant times, Doiinauro owned and eonirolJed the "Perndon" entities

discussed below.

U. UNDERLYING SECURITIES LAW VIOLATIONS OF DONNAURO AND
OTHER WSEIPERADON AGENTS

5. From approximately January 2002 to June 2004, while an agent of WSE,

Donnauro operated four securities-related businesses from offces in Middletown and Tinton

Falls, New Jersey.

6. Doiinauro operated Peradon Capital Securities, Jnc. i ("Peradon ReiniJ

Offce") as a "full service brokerage" fum tht "trded through (WSEJ." As One par of iJe

Pcradon Reiail Office's business, ii sold publicly-traded equities, mutual funds, bonds, and

opiions under iJe terms of ik' agrcenienis WiOi WSE. 111OS0 agreements pcnniiied Donnauro and

Peradon Retail Ot1ce to hire additional agents to work from Oie Pemdon Retail Ot1ce, which

WSE, as the broker-d~ler, would register wÍth the Bureau as its agents. WSE would then pay

Donnauro and the agents he hired (the "WSEfPcradon Agents") coiimissions based on iJeir

sales of securities through WSE. Under WSE's supervisory procedures, Otalvaro, on behalf of

PerdOll C3pj(aJ Se:uri¡iC$, Inc. was a Florida corporntion Doi;n3uló incorprated ()¡) July 17. 20Gf) and
dÎssoh'èd On or :io..,ut OCIObe 1~ 200..
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\VSE, was ihe Desìgnmed Principal charged wii. thè duty of supervising the \VSE/Perndon

Agents.

7. At tiie same time and iron1 Ù1e same New Jcr~cy locations, the: Peradon

Retail Office, through Donnauro and the other WSEiPcradon Agents, fraudulently offcred and

sold approximaicly $922, I 6 1.70 of unregistered sccuriries, in the form of limiied partnership

ÌJicresis (the "Peradon Securities") issued by iwo purponed hedge fuds that Donnauro

operated, Peradon Capital Fund, Ltd.2 (HPeradon Capital Fund") and Peradon Capital Fund of

Fllds, Ltd3 ("Peradon Fund or Funds") (coll.:iivcly, dte "Peradon Heàge Funds"). The

Peradon Hedge Funds were managed by Peradon Capital FUllà Management, LLC. ("Pcradon

Management"), which Donnauro and another offcer controlled from their New Jersey offces.

8. While acting as agents unàcr the supeivision of WSE:, the WSE!Peradon

Agents ottèred and sold the Peradon SecUlities by cold ealling poiential investors and coniacting

exiSting clients. After a potential investor expressed interest, the WSEfPeradon AgentS sent the

potential investor the Peradon Retail Offce's promotional brochures, which promoted Peradon

Retail Offce's tritional brokerage service (g selling equities and bonds through WSE) and

the Peradon Hedge Funds (described as Peradon Retail Offce's "proprietary funds"). In

addition, Donnauro and the WSEJeradol1 Agents sent investors letters, various "Confidential

Private Offerig Memoranda" ("POM"), and "Operating Agreements" of the Peradon Hedge

Funds.

Perdon C;ipíizl Fund, Ltd. ("Peraáon C.-iiul Fund") \V'aS a limited parnership thai Donnauro org;mizc
wider Üle Jaws of Florida 011 July 25, 1oo;ld diSSivcd (1) or aoom Ociobèr J, 2004.
.! Pcrdon Üipìial Fund ofFmì£is, Ltd. C'Peradcn Fund ofFundf') was a limited pmncrship thai DOimaurú

organized und,,.r ¡he laws of Florida Oil February 26, 2002 and ciissolvtd on or about September 26. 20.03.
.; Peidon C.apiwl Fuiid Managèmcnl, LLC ("Peidon M.:iiagcmail") \'.."3$ 3 limited Ji;;bmiy company organized
under the la\'.,':; ofFJo¡jdJ. òn June 23,2000 2ßd dissolvCt on or about Q:wbcr I, 200.
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9. The Pcradon solicítntion materìals stated that each investor was: entitled 10

a pcn::emrigè of the Peradon Hedge Funds' gains, including capital apprcciatíon und investment

income, bnsed on the investor1s propoi1íonal interest. To e.1m income anå appreciatè capìi.l, the

Peradon solicitation matcrÙds fais~Jy staied that Peradon Managcmem would pool and then

invest investorsl funds through each Peradon Hedge Fund's purported¡y~iinique investment

smi!cgy.

10. For sellng the Pcradon Securities, the WSEfPemdon Agenls were paid.

commission by Doiuiauro, the Peradon Rei.il Offce or Ùie Poradon Hedge Funds.

1 I. In total, Donnauro and the other WSE/Peradon Agents raised

.pproximaiely $922,161.70 by selling the unregisiered Peradoii Securiiies. Specifically:

a. For !he Peradon Capital Fund, the WSE/Peradon Agenls raised

approximately $797,161.70 by selling unregistered limited paniiership

interesis to ûlÎrty~eíght investorsi lWO oÎ\Illùch were New Jersey residents.

b. For !he Perndon Fund of Funds, during 2002 and 2003, the WSEiPerndon

Agents raised approximately $125,000.00 by sellng unregistered limited

pannership interests to Ùiree investors, two of which were New Jersey

residents.

12. Ra!her ihan investing the funds obiained from investors, DOlUiauro

divened and misnpplied mosl ofuie invesiors' funds 10 uie Peradon Relail Offce, Doniiuro, and

Donnaurols unrelated businesses by:

a. misapplying .pproximaiely $527,000.00 from !he Peradon Hedge Funds to

the Peradon Retail omcc by causing ihe Peradon Hedge Funds io

purchase the slock of and loan money to ihe Peradon Retail omcc;
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b. misapplying approximaidy £76,000.00 from the Peraàon Heàge Funàs to

purchase anà opemte Donnauro's Wis~ Fooà, Inc. potato chip distributioii

and sales üpcration;

c. divening approximately 550,000.00 to Doiiauro anà another offcer

through transfers designared as '.offcer ioans,\~ which were never paid

back; and

d. paying Pcradon Maiiigem~ni, incluàing Doniiauro, approximately

5274,000.00 in management fees, an amount Uia! far exceeds the 2%.of-

market-value management fec s!:ted in uie Peradol1 solicitation materials.

13. 13. In total, durig the period of 2000 to 2004, approximately

$513,424.02 of investors' funds were deposiied into investment accounts, and approximately

$448,719.71 were withdrawn from those accounts. On nvemge, the Peradon Hedge Funds'

investment accounts held no more than 552,174.77 of securities àuring the monÙis betw~en

December 2000 and December 2003.

14. 14. Through the conduct found above, the WSE/P~radon Agents,

Pcradon RciaiJ Offce, and Pcrndon Hedge Funds violated the Securities Law as follows:

a. Acting As Unregistered Broker-Deniers; Under N.J.S.A. 49:3-56(3), it is

unlawful for any person io act as 3 broker-dealer without being registered

with the Bureau, unless the person is exempt from registration. In

connection with their offering and sellng of the Peradon Securities, the

Peradon Retail Offce and Doiinauro acted as unregIstered broker.dealers

of the Perndon Hedge Funds though the conduct found herein, including,

but not limited to: paying Ùie WSE/Peradon Agcnts commissions for
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seHing the Perdon Securities; sending potential i¡westors the Peradon

solicitation materials; and receiving and allocating funds obtaineå through

ihe 531e of the Peradon Securities. Neither the Peradon Retail omcc nor

Donnauro were registered with the Bureau as a brokcr~dc:aier.

Accordingly, in connection wÍlh each offer and sale of a Peradon Security,

ihe Pemdon Rctail Office and Donnauro viol3ied NJ.S.A. 49:3.56(11);

b. Emploving Unregistered Agentq: Under NJ.S.A. 49:3.56(h), it tS

"una"Jùl for any broker-dealer or issuer 10 employ an agent in this Siaie

unless the agent is registered" By employing Oie unregisiered

WSE/eradon Agents to offer and sell the Peradon Securities, Donnauro

and Ùle Peradon Retail Offce violated N.J,S.A 49:3.56(h) in connection

Witii c,1ch offer and sale of a Peradon Securty;

c. Selling Unregistered Securties: N...S.A. 49:3.60 staies it is ~uniawful for

any security lD be offered or sold in ùis Staie unless.. . (tJhe security is

registered." The Peradou Securities were not registered "iOi the Bureau,

Thus, the WSE!Peradon Agents, Peradon Retail Offce, and Peradon

Hedge Funds violated NJ.S.A. 49:3-60 in connection with each offer and

sale of a Peradoii Security; and

d. Fraiidiilcntiv Sellin" Securities: NJ.S.A. 49:3-52(b) and NJ.S.A. 49:3-

52(C) prohibit, respeciive1y, ¡he following conduct in connection \ViOi the

offer or sale of a s(.'-urÎty: misrepresenting or omitting material facts; and

engagíng In an act, practice, or course ofbu.síness Ùiat operates as a fraud.

The Perddon Retail Offce, Perddon Hedge Fwids, and WSE!l'eradon
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Agcn!s provided investors with the Peradon solicitation materials, which

falsely stntcd that inveslOrs' funds would be pooled and invested. In ¡ruth,

Donnauro used his conrrol of ¡hc Poradan Hedge funds and Pcr.don

Retail Office lO misapply and divert inves.tors' funds to, among other

things, Doiinauro's powio chip business, ¡he Peradon Retail Oftice, and

Donnauro. Based on the conduct found in ¡his Summary Order, the

WSE!l'eradon Agems, Pemdon Retail Office, and Pemdnn Hedge Funds

viola¡ed N.J.S.A. 49:3-52(b) and NJ.S.A. 49:3.52(c) in connection with

each offer and sale of a Peradon Seeurii)'. Each airel' and sale of a

Peradon Security was a separate violation of NJ.S.A. 49:3-52(b) and

NJ.S.A. 49:3-52(c) by tiie WSEfPeradon Agents, Pcradon Retail omce,

and Peradon Hedge Funds.

III. WSE FAILED TO REASONABLY SUPERVlSE DONNAURO AND THE OTHER
WSEIPERADON AGENTS BY NOT DETECTING AND PREVENTING THEIR
UNAUTHORIZED SECURJTlES TRANSACTIONS AND BUSINESS
ACTIVITIES, AND THEIR REULTING VIOLATIONS OF THE SECURITIES
LAW

15. WSE and Ouilvaro should have been aware of Donnauro's operation of the

Feradon Hedge fnnds and the WSEfPeradon Agents' sale of tiie Peradon Securities from tiie

Peradon Reuiil Offce. WSE and Otalvaro did not suffciently inqnire with the WSEll'eradon

Agents regarding those activiries. Accordingly, \VSE and Otalvaro failed to reasonably

supervise ¡he WSEìl'eradoii Agents.

A. WSE and Otalvaro Should Have Been .Aware of the Peradon Hedge
Funds.

16. OtaJvaro, as their Designared Principal, was charged by VISE's

Supervisory Procedures with ¡he duty of supervising Doniiauro and tiie other WSE;l'eradon

s



Agents to ensure their compliance with, among other things, the rules relating to outside business

activitie$ and private secuiiiic$ tmnsactIons. Under \VSE's Supervisory Proct'durès~ Otalvaro

was supposed lo provide piior written 2pprovaJ berore any \VSEJPeradon Agenr could engage in

any outside business activity. Additioiuiily, WSE's Supervisory Procedures prohibited ihe

\VSEiPeradon Agents frDm ;"(11 raising money for any busìncss enterprise \V'ÙlOut prior written

approval of (WSE) . . . (2) the solicitation or sale of slOcks, bonds, limited partnership imerests,

or the sccurities, other than through the Company. . . (3) solicit(ing) clients of (WSE) to invest

in personal companies of oùiers."

17. WSE, through Otalvaro, should have been aware of Donnauro's operation

of ùie Peradon Hedge Funds, but did not require Doiinauro to comply with WSE's Supervisory

procedures or aiiempt 1O stop his unauthorized outside business aciiviiy. Furthennore, Oltavaro

failed \0 inquire with Doiinauro and ùie WSE/eradon Agents regarding their unauthorized

securties transactions, such as their sale of uie Peradon Securities.

18. Before Donnauro was registered as its agent, WSE was aware of

Donnauro's iiaiuigement of the Peradon Capital Fund because, on July 3, 2001, Donnauro

opcned a brokemge acconnt WiÙi WSE for ùie Peradon Capital Fund. Donnauro siated on

Peradon Capital Fund's brokerage application that the entity's type ofbusùiess was "investment."

19. Otalvaro admitted while uuder oaih that when he interviewed Donnauro,

in Oetober or November 2001, he was aware that, previous to his association wiù, WSE,

Donnnuro had operaied hedge funds and thai ihese hedge funds had aceounts with WSE.

20. ln December 2001, Oialvaro amended Doiuiauro's Fonn U4 on the Cel1iTal

Registrtion Depository ("eRD") to add uie following disclosure regarding outside business

nctiviùes; "Private Management Company. Peradon Capital Fund Management LLC. He is
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currently President. Start daie 7il000 works about 
100 (sic j hours a week. Mak"s investment for

the company." Thus, not only did Oialvaro amend Donnauro's Fomi U4 to disclose Donnauro's

re!atio!lhip wiib the I'ere.don Capital Fund, but this illfonnation has been accessible on the CRD

since Dccember 100 J .

2i. AddítIomìiiy~ communications between Donnnuro and Otalvaro

demonstmte that Otalvam should have been ,iwnre of Donnaurols historic p3nicipation in the

business activities of tbe Peridon Capital Fund. For inswllce, on May 9, 1001, Otalvaro sent

Donnauro an e-mail staling: ;;1 have an independent coming onboard. He Is interested in sctting

up his hedge fund. Can you please provide me a draft of your hedge fund agreemeni." In

response, Donnaiiro stated in an e-mail to Oialvaro: "1 wil overnight my Hedge fund

meinol1mdiill and Pat1nership Agreement. 1 strongly advise he consults wiúi an attorney. The

attorney I been using for ihe past 5 year is in Boca Raton."

12. Later, on June 10, 1001, Donnauro stated in an e-mail to Otalvaro: "We

are greatly considering all forming our own broker dealer. My hedge fund clients are almost

demanding it before they would open úieir own retail accounis. Also, this would seem necessary

because we plan to bave different brokers coming in . . . .n

13. In a letter-agreement, dated June 2J, 1002, between WSE and tiie Pcradon

Reiail Offce regarding, among other úiings, the COSt of creating and mainiaining ¡he Peradon

Remil Offce's websiie, WSE and ti1e Peridon Retail Offce agreed that an additional

custoinz,1iion fee would be charged if Donnauro wanted a "hedge fud performance update" for

the website.
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24. In June 2003, Ot.lvaro sent an e-mail to Donnauro asking for :'a

description of your other business actívIty" 3S required by the NASD. In an e~mail to Oialvaro,

Donnauro disclosed his relationship with the Peradon Capiinl Fund by responding as follows:

ó'Peradon Capiin! Fund Management, LLC

)75 West Camino Real
Boca Raton, FL 33432

Frank Donnauro - Presideni since August 2000

Pemdon Capiial Fund Management, LLC is the General Panner of;
Poradon Capital Fund, L TD and Peradon Capital Fund of Funds,
Ltd.

The nature of the business is to invesi and reinvest in secuiitIc$ for
the Parterships. Diii-ng trodiiig hours I spend about 2 hours per

day on average and non trading hours i spend 4-6 hours per day on
average.

Let me know if there is anything else.11

25. In response to Donnauro's disclosure; in June 2003, Otalvaro amended

Donnauro's Fonn U4 to disclose (he following business activity: "Peradon Capiial Fund

Management, LLC . . . Frank Doiiauro President Since August 2000 Peradon Capital Fund

Management, LLC is ùie general partner of Peradon Capital Fund, Ltd. And (sic) Peradon

Capital Fund of Fund, Ltd. The naturc of the business is to invest and reinvest in securities for

panerships. During lroding hours 1 spend about :2 hours per day on average and non troding

hoursl spend 4-6 hours per day on average."

26. Based on the nbovc conm1uncaiions between Donnauro and Otalvaro, as

well as the amendmcllts ¡ò Donnauro's Fonn U4, for almost two years, Oralvaro should have

been aware of Donnauro's partcipation in the business activities of thc Peradon Capital Fund.

Y ct, Otalvaro did not require Donnauro to apply for wrirten approval io operate the Peradon

Capital Fund as mandated by WSE's supervisory proeedure~.

II



27. WSE ,inti Omlvam failed to suflcicntly inquire about and deter

DOJlJauro's operation of ¡he Pcradon Hedgc Funds and the WSEiPeradon Agel1s sale of the

Peradon Securities. WSE and Otalvaro failed 10 reasonably supervi$c Donnauro and the

WSEIPeradol1 Agents under N.J.S.A. 49:3.58(a)(2)(xi). As a result, the investors that purchased

the Peradon Securities suffered losses.

28. ii is in the public imerest for the Burcatl Chief to entcr inio ihis

Administrative Consent Order.

Thc Bureau Chief finds ùiai the sanctions imposed below are in the public interest for the

protection of ÌlveslOrs and consistent with the policy and purposes intended by the Securities

Law.

It is ORDERED and AGREED on this t¡H. day OfJ2~;~~9, that:

29. The Sunnar Order is in full force and effect as it penains to persons

other than WSE and Oiiivaro.

30. Under NJ.S.A. 49:3-70.1, WSE and Olalvaro arc jointly and severally

assessed a civil monetary penulty in the amount of $2 to,OOO.OO ("Penalty Amouiit"), which shall

be paid wiih certified bank checks or checks issued from the allomey trst account of WSE and

Otalvaro's counsel, payable to ù,e "State of New Jersey, Bureau of Securities" and delivered to

the Bureau of Seeiirii.ics, Atm: Bureau Chief, P.O. Box 47029, Newark, New Jersey 07101.

Respondcnts shall pay ùie Penaity Amounr as follows:

a, 525,000.00 on or before Februaiy 28, 20lO;

b. 515,000.00 on or beforc ùic last day of each ll0mh dUIÌig i.lic period of

July 2010 to July 2011; and

c. 55,000.00 on or before the last day of August 20 i 1.

12



31_ Otalvaro shaH not reapply wilh Ù1C Bureau for registmtion as un agent or

invcsiiucnt adviser representative, Ol.i.lvaro \vaives 311 exemptions conæined in NJ,S.A, 49:3-50

subsection (a) paragmph 9,10 and 11 and subsection (b).

32. Owivaro \vaives all exemptions to registration requirements provided by

NJ's.A. 49:3-56(b), N.J.S.A. 49:3-56(c) and NJ.S.A. 49:3.56(g).

33. Oialvaro shall noi directly or indirectly supervise àny persons regisiercd or

who should be registered wiù) the Bureau as agen!. or investment adviser representaLÌves. A

person othcr than Otalvaro who is Series 24 qualified and is registered with the Bureau as an

agent shaH supervise persons who are registerèd with the Bureau as agents or investment adviser

representatives ofWSE.

34. If WSE andior Otalvnro violate any of the terms of this Administrative

Consent Order, the Bureau Chief, at his discretion, may issue a Summary Order:

a. revoking the broker-dealer regìstmtìon of WSE under NJ.S.A. 49:3-

58(a)(2)(ìi) andior (vii);

b. increasing the Penalty Amowit herein by an additional $40,000.00 (thus, 3

total potential judgment of S250,000.00), which WSE and Otalvar by

their attestaùons below waive their right to contest; or

c. taking such other action permincd under the Securties Law.

GENERAL PROVISIONS

35. Pursuant to N.J.A.C. 1:1-19.1, ulÍs Administrative Consent Order shall be

deemed to be the fmal decision as to WSE and Owlvaro.

36. Respondents waive their right to a hearg and right for judicial review of:

to contest, or to cliallengc this Administrtive Consent Order.

13



37. New Jersey Jaw governs ihís AdminIstnnivc Consent Order.

38. As used in ùiis Consent Order, ùie ptuial shall include the singular and ùic

singular shuH include (he pluraL. In addition) '~or" and .'3nd' shall be interpreted conjuncrivcly.

39, The panies represent ,hat an 3mhorized re¡rescniaiive of each hils signed

this Consent Order with full knowledge, understanding and accepiance oî ít~ tenns and that this

peioon has done so with authority to legally bind the respective pany.

40. The parties agree that any rules of consiniclÎon or interpretaÜon ù,at

consm¡e allbiguiÜes against Ùie drafter are inapplicable to ùiis AdnùnistralÎve Conscn, Order.

41. Respondents sball not represent or imply to anyone ùiat by virte of ùiis

Administraiîve Consent Order any business practiee has been approved of by the At10mey

General, New Jersey, or tiie Burcau.

'0 .-T_. This Consent Order may be signed iii counterparts, which shall each be

deemed originals and together constitute the same Consent Order.

By: ~
Ma . Minor
Chief, New Jersey Bureau
of Securities

t4



ConscnllO the Foiin and Enny of this

Administrative Consent Order:

Locke Lord Bissell & Liddell LLP
Attorneys for Respondents WallStree! Electronica, tnc. (CRD#43896)
& Carlos Fra icisco Ow1\'",0 (CRD#2294410)

By;

Respondents WallSiree! Electronica, Inc. (CRDIi3896)
& Carlos Francisco Otalva (CRD#2294420)

By;

J5

Dated: November 3C; 2009

Dated: November 16, 2009


