ADMINISTRATIVE PROCEEDING
BEFORE THE
SECURITIES COMMISSIONER OF SOUTH CAROLINA

IN THE MATTER OF:

Centaurus Financial, Inc. (CRD No. 30833);
Ricky Alan Mantei (CRD No. 1098981); and
Mantei & Associates, LLC, CONSENT ORDER
Matter No. 20191562
Respondents.
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I. PRELIMINARY STATEMENT

Pursuant to the authority granted to the Securities Commissioner of South Carolina (the
“Securities Commissioner”) under the South Carolina Uniform Securities Act of 2005, S.C. Code
Ann. 8 35-1-101, et seq., and the regulations and rules promulgated thereunder (the “Act”), and
delegated to the Securities Division of the Office of the Attorney General of the State of South
Carolina (the “Division”) by the Securities Commissioner, this Consent Order is entered into
between the Division and Centaurus Financial, Inc. (CRD No. 30833) (“CFI”), Ricky Alan Mantei
(CRD No. 1098981) (“Mantei”), and Mantei & Associates, LLC (“M&A”), which has also been
known as Cola Wealth Advisors (“CWA”) (collectively, the “Respondents”), in order to resolve
the Division’s investigation under Matter No. 20191562 into whether certain conduct violated
provisions of the Act.

Solely for the purpose of this proceeding and any other proceeding brought by or on behalf
of the Securities Commissioner, or to which the Securities Commissioner is a party, and without

admitting or denying the Findings of Fact and Conclusions of Law set forth below, except as to
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expressly consent to the entry of this Consent Order, which resolves the allegations and claims
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as a supervisory principal of CFI’s Office of Supervisory Jurisdiction in Lexington, South Carolina
(the “Lexington Branch”), and as the branch manager of the Lexington Branch (the “Branch
Manager”). Two other registered broker-dealer agents also served as on-site supervisory principals
of the Lexington Branch during the Relevant Period.

5. M&A (formerly known as Mantei & Associates, Limited, and as Rick Mantei &
Associates, Limited) is a limited liability company with its principal place of business located at
4580 Sunset Boulevard, Lexington, South Carolina 29072. M&A also operates from offices in
Aiken, South Carolina; Greenwood, South Carolina; and Johnson City, Tennessee. Mantei is the
founder, owner, and registered agent of M&A.

V. EINDINGS OF FACT

A. THE STEEPENER STRUCTURED PRODUCTS
6. Structured products are securities typically derived from or based on a single
security, a basket of securities, an index, a commodity, a debt issuance, interest rates, and/or a

foreign currency. There are myriad types of structured products. Some structured products offer
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payments based on three (3) different CMS spreads: CMS 30 (minus) CMS2; CMS30 (minus)
CMS5; and CMS10 (minus) CMS2 (the “CMS Spreads”).

9. During the Relevant Period, these steepeners could, and did, experience periods
where they paid little or no interest after payment of interest pursuant to the Initial Rate. Some of
the steepeners sold by CFI conditioned return of principal on the performance of certain equity
indexes (the “Market Linked Instruments”). With the Market Linked Instruments, if an equity
index fell below a predetermined level as outlined in the prospectus for the security, then the
Market Linked Instruments would not pay a coupon that period, regardless of the amount produced
by the coupon payment formula.

10.  The suitability of these various forms of steepeners is both customer-specific and
product-specific, and depends on many factors relative to each specific customer including, but

not limited to, the investment objectives and risk tolerance of the specific customer; the customer’s
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Notwithstanding, in some circumstances, some Lexington Branch Agents recommended that
certain customers sell their steepeners prior to maturity.

13.  The Lexington Branch Agents recommended to some of their customers that they
sell their steepeners before maturity to fund the purchase of different steepeners that, in some cases,

had similar features or formulas to the steepener that was sold. The Division finds, in some
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18.
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24,
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conduct customer-specific suitability reviews and recommendations was no longer available to the
Division for this investigation.
38. Despite the requirements in the Lexington Branch WSPs that the Branch Manager

or his designee perform a suitability review, in some cases, the Order Forms were reviewed only
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conducted post-trade suitability reviews of the steepener transactions without certain information
collected by the branch that could have been relevant to the post-trade review.

45.  Some of the staff at the CFlI Home Office Trading Department did not receive
product specific training, did not have access to the information contained in the M&A CMS, and,
in some cases, did not have completed Order Forms; therefore, for certain steepener transactions,
they were unable to perform an adequate post-trade suitability review.

46.  The Firm-Wide WSPs limited the total concentration limits and single-structured
product concentration to ten percent (10%) of a customer’s net worth. Concurrently, the Lexington
Branch WSPs limited customers at the Lexington Branch to investing (10%) of their total net worth
in a single structured product, with exceptions granted on a case-by-case basis. Thus, both CFI and
the Lexington Branch limited the concentration of a single structured product to ten percent (10%)
of a particular customer’s total net worth under normal circumstances.

47. In the Lexington Branch WSPs, the total concentration limit for a customer who
held multiple steepeners was fifty percent (50%) of a customer’s net worth. Thus, customers of

the Lexington Branch Agents were allowed to purchase multiple steepeners up to a fifty percent
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49.  The Lexington Branch WSPs required the Lexington Branch Agents to take
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detect unsuitable recommendations of steepener securities; and (iii) CFI’s Lexington, South
Carolina Office of Supervisory Jurisdiction branch office’s maintenance and preservation of
records. CFI shall:

a. provide to the Division, within thirty (30) days of retaining the Consultant,
a copy of an engagement letter detailing the Consultant’s responsibilities, which shall
include the review described above;

b. require the Consultant, at the conclusion of the review, which in no event
shall be more than one hundred eighty (180) days after the date of entry of this Consent
Order, to submit to CFI and the Division a report of the Consultant. The report shall
address the supervisory issues described above and shall include (i) a description of the
review performed, (ii) the conclusions reached, (iii) the Consultant’s recommendations for
any changes or improvements to the policies, procedures, and practices of CFl, and (iv) a
procedure for implementing the recommended changes or improvements to such policies,
procedures, and practices.

C. adopt, implement, and maintain all policies, procedures, and practices
recommended in the report of the Consultant. As to any of the Consultant’s
recommendations about which CFI and the Consultant do not agree, such parties shall
attempt in good faith to reach agreement within two hundred ten (210) days of the date of
the entry of this Consent Order. In the event that CFI and the Consultant are unable to
agree on an alternative proposal, CFl and the Consultant shall jointly confer with the
Division to resolve the matter. In the event that, after conferring with the Division, CFI
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g. require the Consultant to enter into an agreement that provides that for the
period of engagement and for a period of two (2) years from completion of the engagement,
the Consultant shall not enter into any employment, consultant, attorney-client, auditing or
other professional relationship with CFI, or any of its present or former affiliates, directors,
officers, employees, or agents. The agreement will also provide that the Consultant will
require that any firm with which it is affiliated or of which it is a member, and any
employee or person engaged to assist the Consultant in performance of its duties under this
Consent Order shall not, without prior written consent of the Division enter into any
employment, consultant, attorney-client, auditing or other professional relationship with
CFl, or any of its present or former affiliates, directors, officers, employees, or agents
acting in their capacity as such for the period of the engagement and for a period of two (2)
years after the engagement.

h. certify, in writing, compliance with the undertakings set forth above. The
certification shall identify the undertaking(s), provide written evidence of compliance in
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timely application by the Consultant or CFl, the Division may extend any of the deadlines set forth

above.

VIl. CONCLUSIONS OF LAW

63. Paragraphs 1 through 62 are incorporated by reference as though fully set forth
herein.

64. During the Relevant Period, CFI and certain Lexington Branch Agents
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68. During the Relevant Period, CFI failed to enforce the Lexington Branch WSPs and
Firm Wide WSPs, in relation to steepener concentration limits, in violation of S.C. Code of
Regulations § 13-501(A)(21).

69. During the Relevant Period, certain Lexington Branch Agents created and
distributed the Custom Income Statements to certain customers, in violation of S.C. Code of
Regulations § 13-501(C).

70. During the Relevant Period, certain Lexington Branch Agents made certain
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indirectly controlled by or on behalf of each of the Respondents shall CEASE AND
DESIST from transacting business in this State in violation of the Act;

Each Respondent is CENSURED;

CFI will, contemporaneously with the execution of this Consent Order, pay a total of
$650,000 to the Division, of which $425,000 is designated as a civil penalty and $225,000
is designated as the reimbursement of costs incurred by the Division in its investigation of

the matters detailed above.

Page 19 of 21



i)

bzl

racKy maiat Matnb:

Page 20 of 21



herein, or (i
in this Cons

ENT

Responden

By:
Cent.]
Reviewed

]
;

Andrea Gr
Bressler, A
2001 Park ¥
Birmingha

Responden]

Ricky Alan
v

Respondent

By: ?}
Ricky axz

e

;
|

¢ Ny



V1O

nfomer;

e e dariies Division of the Office of the South Carolina Attorney General consents to £
ugbve Counsent Uraer:




B — e £ Lo LY

UL Ll BN ™R W dm-

Colaa NOAYUIIT S LGV

(1 ILERSTRY

y-l':' . — R

—

’ j ! — ﬂaﬂllfv::!!: o




