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THE THORNWATER COMPANY, LP
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J

The staffs of the Licensing & Compliance Section and the Enforcement Unit, Registration
& Enforcement Section, of The Division of Securities, Department of Financial Institutions,
State of Wisconsin have conducted an investigation in this matter pursuant to sec. 551.56, Wis.
Stats. and as a result thereof allege as follows:

1. | The Thornwater Company, LP |(“Thornwater”) is a licensed broker-dealer with a last
known address at 107A East 37" St., New York, NY 10016;

2. According to a March 20, 1998 letter from Thornwater’s counsel to this office,
“consistent with Thornwater’s practice” New Account Forms are not sent to the firm’s customers
in Wisconsin;

3. DFI-Sec 4.05, Wis. Adm. Code requires a broker-dealer to provide each customer
with a conformed copy of the new account form within 20 days after the account is first
established on the books of the broker-dealer;

4., The actions of Thornwater as described above provide a basis, pursuant to sec.
551.34(1)(b), Wis. Stats., for the censure of Thornwater or the suspension or revocation of its
license;

5. At all times material hereto, Matthew S. Freed (“Freed™) was a licensed securities
agent with Thornwater;

6. While Freed was an employee of Thornwater he solicited transactions in account
#715-01439 so that the annualized cost-to-equity ratio in that account was 70% and the
annualized turnover ratio was 2046%;

7. According to a March 20, 1998 letter from Thornwater’s counsel to this office,
“Thornwater reviewed this account as part of its regular supervision of its brokers and did not
find any improper activity;”

8. The actions of Thornwater, in failing to detect the activity in account #715-01439
constitute, under the circumstances, a failure to reasonably supervise an agent and provide a
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basis, pursuant to sec. 551.34(1)(j), Wis. Stats., for censuring Thornwater or for the suspension
or revocation of Thornwater’s license;

THEREFORE, the staffs of the Licensing & Compliance Section and the Enforcement
Unit petition the Administrator for the issuance of the attached Order.

DATED this /% dayof W\ , 1998

f Jacks David A. Cohen
g Examtiner

Supervising Attorney
Licensing & Compliance Section Enforcement Unit




