BEFORE THE COMMISSIONER OF COMMERCE AND INSURANCE
OF THE STATE OF TENNESSEE AT NASHVILLE -

IN “TEE MATTER OF: ,
File No. SI-89-I-10
PELHAM HUMPHRIES HEIRS Order No. 9 ;- 007

ASSOCIATION, INC.

CONSENT ORDER

As evidenced by their signatures below, the Securities
Division of the State of Tennessee Depaftment of Commerce and
Insurance (tlie "Division;) and the Estate of H. Pelham Humphries
(the "Estate") by Roy feathers-(“Feathers") and B..Vandenberg Hall
("Hall") (Feathers and Hall hereinafter collectively referred to as
the "Co-Administrators"), without admitting nor denying the
findings of fact contained therein, agreé to the entfy of the
following Order in accordance with Tenr. Code Ann. Section 48-2-
116(a) of the Tennessee Securities Act of 1980, as amended, Tenn.

Code Ann. Section 48-2-101, et seq. (the "Act"), and Tenn. Code

Ann. Section 4-5-105 of the Uniform Administrative Procedures Act, -

as amended, Tenn. Code Ann. Section 4-5-101, et seq. (the "UAPA").

i. Pelham ﬁumphries Heirs-Assoéiation, Inc. ("PHHA") is a
Tennessee ccrporation incorporated oé'February 24, 1986 and has
maintained offices in Johnson City, Tgnnessee.

2. Feathers is or has been thé;?resident of PHHA.

3. On February 17, 1988, the Probate Court for Washington

County at Jonesborough, Tennessee established the Estate of H.

Pelham Humphries (the "Estate") and appointed Feathers, Hall and

Nadine Decker (now deceased) as Co-Administrators.

4. Sinrce about March, 1988 and until at least June, 1990,
the Co-Administrators sole investment certificates to PHHA.

5. The investment certificates represent an interest in any
funds that muy be obtained by the Estate in a proposed, but not yet
filed, lawsuit to be brought by the Estate against the major oil

companies operating in the Spindle Top Oil Fields located in Texas.



6. The investment certificates sold by the Estate to PHHA
were not registered with the Division as required by Tenn. Code
Ann. Section 48-2-104.

7. Approximately 246 investors in Tennessee have purchased
the unregistered investment certificates, in addition there have
been sales to investors in other states.

8. - The Estate has collected an estimated $294,000 from the
sale of investment contracts.

9. The Estate asserted an exemption from registration based
on Tenn. Code Ann. Section 48-2-103(b) (1) and was advised that the
exemption was not available to them.

10. On August 31, 1988, Glen B. Rutherford, Counsel for the
Estate, filed with the Division a request for a no action letter in
reliance upon Tenn. Code Ann. Section 48-2-103(b)(1).

11. On September 23, 1988, Byroh Jones, Staff Attorney for
the Division responded in part by stating: "... [i]t would seem
that the exemptioh to which you refer was intended to exclude from
the registration requirements of the Tennessee Securities Act
transactions in securities by administrators where those
transactions are necessary to liquidate an estate.” It is not
apparent that the drafters of this provision intended to exempt the
sale of securities by an administrator to raise money to prosecute
a lawsuit on behalf of an estate." .

CONCLUSION OF LAW _

12. Tenn. Code Ann. Section 48-2-102(12) provides 1in

pertinent part:
"Security" means any note, stock, treasury
stock, bond, debenture evidence of
indebtedness, certificate of interest or
participation in any profit-sharing agreement,
collateral-~trust certificate, preorganization
certificate or subscription, transferable
share, investment contract, voting-trust
certificate, certificate of deposit for a
security, certificate of interest or
participation an oil, gas or mining title or
lease or in payments out of production under
such a title or lease; or, in general, any

interest or participation in, temporary or
interim certificate for, receipt for,



guarantee of, or warrant or right to subscribe
to or purchase, any of the foregoing.

13. The investment certificates described in paragraph 5
above and sold by the Co-Administrators of the Estate are
securities as defined by Tenn. Code Ann. Section 48-2-102(12).

.14. Tenn. Code Ann. Section 48-2-104 provides:

It is unlawful for any person to sell any
security in this state unless: (1) it is
registered under this part; or (2) the
security or transaction is exempted under
Section 48-2-103.

15. The Co-Administrators have engaged in the sale of
unregistered securities in violation of Tenn. Code Ann. Section 48~
2-104.

16. Tenn. Code Ann. Section 48-2-103(b)(1) provides:

The following transactions are exempted from
Sections = 48-2-104 ° and 48-2-113: (1) any
‘transaction by a person acting as an executor,
administrator, sheriff, marshal, receiver,
trustee in bankruptcy, guardian, = or
conservator. .

17. The exemption prévided in Tenn. Code Ann. Section 48-2-
103(b) (1) was not available to the Estate as it was intended as a
transactional exemption to enable persons in specific capacities to
liquidate existing estates.

18. This Order is in the public interest, necessary for the
protection of ihvestors and consistenéﬁﬁith the purposes and policy
of the Act.

. ORDER
Now, therefore, in view of the foregoing, it is hereby ORDERED

that:

1. The Estate and its Co-Administrators shall cease and

desist from any further violation of the Act.

2. Within thirty (30) days of the date of the entry of this
Order, the Estate shall pay a. fine of One Thousand Five Hundred
Dollars ({$1,500.00). The Co-Administrators shall be jointly and

severally liable for the aforementioned amount. This find shall be



paid by certified check made.payable to the State of Tennessee,
Department of Commerce and Insg:gnce)and mailed to Securities
Diﬁision; Department of Commerce and Insurance, Volunteer Plaza,
Suite 680, 5C0 James Robertson Parkway, Nashville, TN 37243-0575.
3. all presently known administrative and civil claims of
the Commissioner of Commerce and Insurance and 'the Tennessee
Securilies Division against the Estate and ite Co-Administrators
for violation of the Act relating to the sale of unregistered
securitieé by the Estate are hereby deemed resolved by this Order.
4, If the estate and its Cé-Administrators coﬁply with the
» pro&isions set forth in this Order, the Division agrees to forgo
the referrﬁl of the above-stated facts for criminal proéecution.
This Agreéd Order,‘which the parties believe and acknowledge
is in the public interest and in their own best interest,
represents a compromise settlement of the controversy between the
parties and is for settlement purposes only. The Co-Administrators
affirmatively state that they freely have agreed to the entry of
this Order and that no~thfeats of any kind have been made by the
Commissioner, the Division, or any égent.or represgntative of
either in connection with this Agreed Order.
. The parlies, by signing this.Order, affirmatively state their
agreement to be bound by the terms of this Order and aver that no
promises or offers relatiné to the circumstances described herein,

other than the terms of settlemenﬁ séﬁ forth in the Order, are

_ ) The Commissioner and the Division furthermore agree
binding upon them. to the terms of this Order despite the absence of

signature .by B. vandenberg Hall as a Co-Administrat

ENTERED this /~P€ day of [Nzcembes— 1992. of the Estate.

Sl / [ Vi /Ic//?e Q1 &éﬁ&/

Elaine A. McReynolds, Zommissioner
Commerce and Insurance



APPROVED FOR ENTRY:

FOR THE ESTATE:

Roy /D. Feathers
Co-Administrator

B. Vandenberg Hall
Co-Administrator

@rshall M. Snyder
Attorney for the ate
19 Music Square West
Nashville, TN 37203
615/742-0833
BPR # 9258

FOR THE DIVISION:

il 0 ol
nneth T. McClellan
Assistant Commissioner for

Securities .

I}
44’/7‘ ZJ . /ic;wﬁL
Fhomas=0<=Melatire- Cristi E. Scot.
Staff Attorney Securities
Volunteer Plaza, Suite 680
500 James Robertson Pkwy.
Nashville, TN 37243
615/741-5917
BPR # $42932= 15256




