UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

 'SECURITIES AND _
EXCHANGE COMMISSION,.
100 F. Street, N.E
Washington, D.C. 20549
Tel. (202) 551-4719
: Plaintiff, = Case: 1:09-cv-02343
. Assigned To : Friedman, Paul L.
| Assign. Date : 12/10/2009

-
Description: General Civil

INVESTOOLS INC MICHAEL J. DREW

and EBEN D. MILLER,
Defendants.

COMPLAINT

Plaintiff Securities and Exchange Commission (“Commission”) alléges:

| SWY
L. This case involves a fraud in the invéstor seminar industry ﬁ‘om 2004 to
- approximately June 2007. Defendaﬁts Michael J. Drew (“Drew’j and Eben D. Miller
_ (“Miller”)_Were employees of defendant Investools Inc. (“Inves-tools_” or the “Corﬁpany”), |
a company ﬁhat sells instruction, sbﬁ_ware, and personal coaching to investors who want
to learn how to trade options and other securities. Drew and Miller made sales
presen'tﬁﬁons at workshops that Investools held at hotels throughout the United States.
To sell Investools’ how-to—trade.-_.secm“ities courses, personal coaching, and other products
and services, on certain occasions Dréw and Miller misleadingly portrayed themselves as
éxpe'rt investors.who made their living trading securities. They did so to mislead

investors into believing that they too would make extraordinary profits trading securities



if they purchésed eipensive Investools instructional courses and .other products and
, fdllowéd Investools’ securities trading strategies.

. Contrary to Drew and Miller’s. representations that they became wealthy
trading secyrities, they were _in reality unsuccessﬁﬂ investors.. Their substantial inéomes
- were primarily from sales c.:ommissitms they earned by selling Investools’ pmdﬁcté and
services to in_vestor#. |

3 From 2004 to approximately June 2007, Hlvcstmls failed to adequately-
§ﬁpervise it;s sales personnel. Dm‘il.lg that time, Company management learned that
certain speakers-wefe claiming at workshops tl-lat' thlleir sec-uritics trading was |
tremendously i)rc')ﬁtable. However, the Company never required speakers to_pl;(;vide it
with docunient#tion substantiating their trading success claims, spch as brokérage
apco.unt statements or tax forms. As é result, Investools failed to root out and stop the use
of false claims in the sales presentationé made by certain 0f its employees.

4, - The Commission requests that this Court permanently enjoin the '

) defeﬁd&_mts from violating federa_l securities laws and rﬁles pursuant to Section 21(d)(1) of -
the Securities Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. §78u(d)(1)]; ilnpqse
civil penalties on the defendants pursuant to Exchange Act Section 21(d)(3) [15 U.S.C.
§78u(d)(3)j; and enjoin Drew and Miller from rccéiving, directly or indirectly, any ft_;rm
of compensation for their participation in the development, presentation, ﬁromoﬁon,

mark_éting, or sale of any Securities Investing Semini_lr, as defined below.



JURISDICTION AND VENUE

5. ' This Court has jurisdictioh over this action pursuant to Sections 2];(d),
21(e), and 27 of the Exchange Act [15 U.S:.C. §§78u(d), 78u(e), gnd 78aal], to
permanently enjoin the defendanlts from engaging in the; aéts, practices,.and courses of
business al]ege(i herein, and to orde_x_' other relief. | | |
| 6. The defcﬁdanté, directly or indirectly, have madé use of the means and
_instmfh’entalities‘ of interstate commerce, .or of the mails, or of the facilities of a national |
securities ex’chaﬁgc in conne_ction with ﬂle acts_,_ practices, aqd courses of business alleged
‘herein, éertain of Which occurred within the.Districf of Coiuinbia. Venue is proper in this
distric.:t. pursuant to Section 27 of the Exchange Act [15 U.S.C. §78aa].
| DEFENDANTS o
7. | Investools- Inc. .t“MVéstools”) is a corporation based in New York City
' that is in the “invest-o_r education” business. _During the relevant period, the Company
was known as Online Investors Advantage Incorporated, but subsequet;tly chahggd its
_name to,In\;festool's_Inc.
- 8.  Michael J. Drew, age 36, became einplloycd by Investools in 2002. For
. 'se\_rléral j(cars, until 2008, Drew was employed by hveétools_éé a'“workshoi) instructor”,
selling the Cﬁmpanjr"s packages of instructidn, software, and personal éoaching. |
9 El;-.en- D. Miller, zige 38, became emplqyed by hlvéstoois in 2004. For
.se'vera'l years, until 2008, Miller was employed by Investools as a workshop instructor,

selling the Company’s packages of instruction, software, and personal coaching.



' FACTUAL ALLEGATIONS

Initial Advertising to Induce Attendance at Free Events

10. | During times reicvant tothJs Cémpla_int, Investools’ advertisements
appeared in television infomg:rcials, on the intemet,. and by &irect mail, radio, and other
means. The infomercials and advertiéing enticed investors to attend an upcdming free
event, typic'ally at a hotel in their area. One of the Company’s infomerc.ials, for example,
promised that at the free evéﬁt Investools would “reveal secrets experts use to get rich -
and stay rich,” and claimed that Investools .“i's like. the pin code that unlocks the bi ggest
'we_altl_l creation macl‘ﬁne the world has evér known—fhe US stock. market.” Soxﬂe of .th'e '
| freé events took place in the District of Columbia. - _

11.  Atthe free events, speakers for the Company sold an upcoming two-day
' wc;rksliop' allegédly taught by expé:rt tradérs, and they described Investools’ flagship
product—a web-based analytic tlsall_cd the “Investor Toolbox” that helps investors select
securities to buy and sell. The price of admission to the two-day workshop was
approximat_elj-/ $2,000. |

12.  Investools exercised control over 1ts free event and workshop speakers,
including aefendants_ Drew and Mlleﬁ:_ The speakers were “at-will” employees whom the
Company paid sales cothissions and “baSe.paj?’ > per day for each workshop at which -
they spoke.l 'Ihe_Cqmpany had the authority.to discipline or terminate its speakers. The
speakers were contfactually bound to assist the Co:ﬁpany in “marketing and selling the
Company Programs and .P'roducts;”-were reciuired to “carry out any duties assigugd by the
Company;” and were required to present the Company’s products according to Company

“training and protocol” and in a prescribed format. -



Drt;W'. and Miller’s False and Misleading Work_sliog Presentations

- 13.  Investools marketed its two-day workshop as a course taught by expert
securities.tr,aderﬁ, ‘sux-:h as Drew and Miller. Drew and Mil.ler_, however, were not expert
securities traders, but, rather, product.sﬁlesmcn for anestoo]s. The main purpose of the
twd-;:lay workshops conducted bjr Drew, Miller and other Investoﬁls employees was to
I“up-sell” epgpensive packages of instruction, software, and personal coaching for prices as
high as $20,000. Investools paid its workshop spe'akers—-including Drew and Miller—a
comrniésion based én the dollar ambl'mt of products and seryices they sold at workshops.
- Some of the wofkshops took place in the District of Columbia.

14. | The packages sold by Drew, Millef, and other workshop speakers included
securities trading cdurses, such as Basic Options, Advanced Options, and Ad’vancéd
Technical Analysis. Some papkages also included access to a.(_:oaching ‘;hétline.” 'fhe
Company named the most expensive package the “PHD”—which stands for “Progran.l. of .
| _ ngh Distinction.”

15. | The packages often contained personalized one-on-one éoa;:hing which,
according to Investools, would allow students to “apply what they are learning.” IDrew
told workshop attendees ﬂlat a coach’s job “is to help students pay off their tuition,” and
_th_at the Company’s coaches “will lean over your shoulder, shorten your learning cuﬁre,
and make sure yﬁu get to that cash flow.” Miller fold \forkshop attendees that the
coaches would ﬁlak_e sure they did not make “stupid mistakes” in their trading, and
“[t]hat’s the reason why coaching is so critical.” |
| 16.  Drew and Miller told workshop atténdees that they themselves had spent

substantial amounts of money to learn how to trade secuﬁtie_s. Tﬁe_y led workshop



attendees._tc; believe that they had paid this money to Investools for packages similar to _
those they were urging aﬁendees tol purchase. On at least one occasioﬂ, Drew told |
attendees that he had paid $15,000 for his first class. Miller told attendees that he and his
Wife “came to this cl.ass" and th:it they had spent $3 5,0,00 on their investing educﬁtion.
Miller misled attendees to believe that he and his wife purchased the equivalent to
_Inve_stools’ most expensive packége, the PHD, that included personal coaching and other

- products and ser-vices. ‘Miller also misrepresented that his father had paid $20,000 for
. Investools’ PHD package. Drew and Miller knew, or were réckiess i_n not knowing, that
their claims about ilO-\JV much t-hey—anﬂ Miller’s father—had paid Investools for
packages of instruction, software, and personal coaching were false because they were
vastly overstated..

17.  Drew and Miller fﬁld investors about the wealth they allegedly obtained

_ -By ﬁ'aciing securities using Invesfools’ sﬁategies.. Drew misled workshop attendees into
bélieving that he was able to retire because of his success as a full-time securities trader.-
He commented that you do not have to have é college degree to be rich and that he is
living proof of that. Drew told workshop attendees that in January and February of ﬁ
given year, Ihe usualljl makes enéugh money to live on for tﬁe rest of the year. He al;so
said that, using édvain'ced options techniques, “we can pull about . .. anyﬁvhere between
8 and 15% a month out of this strategy.” He tol.d.another workshop audience, “I don’t
_ | icnbw how to_ be a-dc')ctor or dentist or attorney or lawyer, but I do k_now how to n-lake.
money in the market.” Drew told attendees l-lhﬁ-lt his biggest problem is taxes and that he-
thinks that is a good p'rol_)lem to hé_ve. Drew knew, or was reckless in not knowing, that

his claims about his trading success were false.



18. Drew also ﬁﬁsrepresented his profits on particular trades. He showed
workshop-attendées proﬁtable'opﬁbns trades he claimed to have made and, to prove that
what he was saying was true, displayed his brokerage trade confirmations. As it turns
out, Drew intentionally mismatched purchase and sale confirmations from unrelated
options transactions. In oné such insﬁnce, by showing a sale confirmation as
_ corresponding to a trade that Drew had, in fact, completed three weeks earlier, Drew
made a net loss of approximately $1,000 appear like a short-term trading gain of
$148,000. Drew knew, or was reékiess in not knowing, that his claims about his proﬁts
on particular trades were false. |

19. Miller told workshop attendees on certain ;:)ccasioﬁs that,- _wiﬂﬁn nine
months of attending an Investools workshop, he and his vﬁfe “replace[d] _$100,0d0 earned
income,” and he quit his job. He also told attendeelss on certain occasions that, “six to
nine months later, my wife and I Iﬁadc it into thcl million dollar status,” and that he “was
just trading all the time.” Miller told a workshop audience that he was now a
~ multimillionaire, implying he had made this money trading éecurities. Miller ais'o sajd '
that he and his wife traded in the markets and had over $300,000 genérated inc;ome per
-;‘,réal;. He clai.med that he doesn’t like to “get into a trade unless I’'m making at least 100% |
per month,” and that “89% of the time, I’m going to be profitable becausé even if I'm |
dead wrong I can still roli it over into a profitable trade.” Miller deséribed the Investools-
product offerings ais “fhe ATM to becoming a multimillionaire. How many of yo_ﬁ‘ like
that ATM?'; Yeah, it.’s a money making machine, folks.” Millerlknew; or wés reckless in

" not knowing, that his claims about his trading success were false.



20. Beginning in 2005, Drew, Miller, and the Company’s other workshop
sp_éakers acknowledged annually that fhey had reviewed the Company’s compliahqe
plol-icies, and understood that they could be terminated for violating the;ﬁ_l. The '

_ Icompliance policies included the following directive to wolrk'shop spe#ker_s: “You must:
i‘l&ve actual reasonable proof of the validity of any claim. For example, if you claim that
| you made $1 million dollars [sic] in three months, you must be able to prpw}é it

The Truth About Drew and Miller’s Trading Performance

21 N Drew and Millér knew, or wcm reckless in not knowing, that their. |
representations regarding their profitable secﬁrities trading—an integral part of their sales'
presentations to'inv-e'stdrs—were' false. Neither Drew nor Miller made the profits by
. trading securities that they claimed to rﬁake. In 2005 and 2006, for example, while ﬁmw
was porﬁaﬁng himself as a sudcessﬁﬂ investdi',- he had hundreds of thoﬁsands of dollars
in net &ading losses. Similarly, in 2006 and 2007, while Millt;r was portrgying himself as.
a successful investor, he had tens of thousands of dollars in net trading losses. |

In_vestool's Failed to Ensure That Its Workshop Speakers Told the Trutll

22, lnvéStoéls established compliance procedures in early 2005. The R
procedures were de;sigi_led, mpart, to prewllent speakers from making misleading success
“claims. Compaﬁy compliance personnel monitore(i'the speakers and, léter, Invesioo_ls
~ hired “secret shoppefs” to perform a similar ﬁmction. |

23. - Investools did not adequately police its sales personnel from 2004_1 to
épproximately June 2007. Reports from complian'jce personnel attending sales
presentatio.ns indi.ca_ted that wqushop speakers were claim}ng to be successful securities

traders. Company management was specifically aware, for example, that Miller was



repeatedly -telling workshop attendees that his persbnal securities trading was very
profitable. However, Investools did not take the next step—examining Miller’s and other

_ workshop speakers’ brokerage statements to determine whether their success claims were

accurate.

Irivestpols Did Not .Preveilt its Sgeakers.from Misleading lnfestors abbpt a

Survey of its Customers’ Trading Success

. 24.. | C.crtain Investools spec;lk_ers also impropc_:rly relied on the results of a
custémer- survey the-: Company-paid_ a marketing firm to (_:onduct. The survey found that
customers Wl_lo used the Company’s web-based lnvesltctr Toolbox for six or rhore_hours
per week a\-rerag.ed_ an a_npual invcstmcnt-retum of 35.6 percent. The results of the survey
were unmliable bec;'iuse tﬁe suf_vey responde_hfs self-reported their investment returns
without providing any substantiation. |

25.  Investools speéke_rs recited tile survey finding to attendees at free events
and workshops. In 2006, howevér, Investools managcinent placed limitations on what
speakcrs could s_ay_about the survey. The Company permitted speakers to continue '
.re_citing the survey finding, as long as they djsqloSed that the results were “self—rei:o;tcd.” :
However, after placing fhis_ limitation on its speakers, the .C_ompany failed tb- adqquately
police thém. | Certain Ihvestoc&ls épéékers igrlored.ﬂlé limitation and continued to recite
the results of thé survey, while omitting to disclose the self-reported aspect of the survey
and the lack of substantiation of -éﬁch investment returns.

26. The Imarkéﬁng-_ ﬁrm conducted é follow-up survey, using the sanie me_tric. :
in the sécoqd survey, respondents self-reported (again without substantiation) that their.
-annual_ihvestmcnt return was, on a\}erage, 13 percent. Investools’ management failed to

ensure that the Company’s speakers substituted the 13-percent return for the outdated



'survey finding, and as a consequence, certain speakers continued to refer to the higher
(35.6 percent) return in their presentations to investors.
FIRST CLAIM

Drew and Miller Violated Exchange Act Section 10(b) and Excllange Act
‘Rule 10b-5

27 | The Commission re-alleges and incoxjporetes paragrephs 1 throug'h' 26 as if
fully set forth herein. |
: 28. Drew and Miller, by use of the means or mstrumentalltles of mterstate

‘commerce or the mails, in comlectlon with the purchase or sale of securities, directly or
mdlrectly (a) employed devices, schemes or a.rtlﬁces to defraud; (b) made untrue
| .statements of material fact or ommed to state material facts necessary in order to make
the statements made, in llght of the circumstances under w_hlchl they were made, not
misleading and/or (c) engaged in acts, practices or courses of businesses which operated
- or would operate as a fraud or deceit upon persons.

- 29. By reason of their actions alleged herein, .Dreyv and Miller each violated
Exchange Aet Section 10(b) and Rule 105-5 thereunder [15U.S.C. §78j(b); 17 C.F .R.-
§240.1 0b-5-j; and unless enjoined, Drew and Miller will agajn violate Exchange ‘Act

- Section 10(b) and Rule 10b-5 thereunder.

SECOND CLAIM
Iﬁvestools is Liable, as 5 Controlling Person Under Exchange Act Section
20(a), for its Speakers’ Violations of Exchange Act Section 10(b) and Exchange Act
Rule 10b-5
30.  The Commission re-alleges and iﬁéo_tporates paragraphs 1 through 29 as if

fully set forth herein.

10



31. Atall relevant times, Investools was a controlling person of its fre%: évent
énd— workshop speakers, including Drew and Mille;, for thé purposes of Section 20(a) of |
the Exchange Act [1 5. U.S.C. §78t(a)].

32.  Byreason of its actiéns aliegcd herein, Investools is liable as a coﬁtrolling
- - person for its speakers’, including Drew and Miller’s, violations of Exchange Aét Sectiqn

10(b) and Rule 10b-5 there_:under [15 U.S.C. §78j(b); 17 C.F.R. §240.10b-5]; and unless
énjo_incd, Investools wﬂl violate Exchange Actl Section 10(b) and Rule 10b-5 théfeunder,
| | ._REL.IEF REQ UE'STE.D |
WI—I.EREFORE, the Commission respectfully requests that-t_hjs Court:
-I. |
Permanently enjéin Drew and Miller, their agént;*., servants, employees, attomeys;
assigns and all pcrséhs- in active concert or paﬂicipation with them who receive actual
notice of the injunction by persbnal scrv-icé or (ﬁherwise, and each of them, from future
violations df Section 10(b) of the Exéhanée Act and Rule 10b-5 thereunder [15 U.S.C;
§78j(b); 17 C.F.R. §240.10b-5]. | "
II.
Enjbin, for a period of five years, Drew e.md.M_iller, their agents, ser\}ants;
' employees, attorneys, assigns anq all persons in active concert or participation wi-th'_them
Who receive actual notice of the injunctio.n.by personal_ service or otherwise, and each of
-them, ﬂ‘o_rﬁ r(;,ce_ivi_ng, directly or indirectly, any form of compensation for theﬁ |
- participation in the development, presentation, promo-tibn, rﬁﬁrkcting, or sale of any
Securities Investing Seminar. “Secmiiies Investing Seﬁinaf : means classes, workshops,

or seminars (and products or services that are offered adjunct thereto) given to actual or

11



prospecti‘-fe securities investors 6oi1cernjng securities trac.li.ng and designed to influence
- their set_:uriﬁes trading. |
CIOLL
| Permanently enjoin Investools, its agents, éefvants, employees, attomeys,_assigns
‘and all pérsbﬁs in aétive .czoncert or participation with them who receive actual notice of
the injunction by personal service or otherwisé, and éa_ch of -thém, from future violations
._o'f Section 10(b) (ﬁ' the Exchange Act, and Rule 10b-5 thereunder [15 U.S.C. §78j(b); 17
C.F.R. §240.10b-5]. |
IV.
. Order Drew, Miller, and Investools to pay civil monéy penalties pursuant to

Ex_change Act Section 21(d)(3) [15 U.S.C. §78u(d)(3)].

12
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Grant such other relief as this Court may deem just and proper.

Dated:

December [0, 2009
Washington, DC

Respectfully submitted,

Gerald W. Hodgkins (D(} Bar No. 447678)
Daniel H. Rubenstein Bar No. 415853)

Jennifer S. Byrne

SECURITIES AND EXCHA_N GE
COMMISSION o
100 F. Street, N.E.

Washington, D.C. 20549

(202) 551-4719 (Hodgkins)
Hodgkinsg@sec.gov

Attorneys for Plaintiff
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