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DEPARTMENT OF CONSUMER AND BUSINESS SERVICES
DIVISION OF FINANCE AND CORPORATE SECURITIES
ENFORCEMENT SECTION
BEFORE THE DIRECTOR OF THE DEPARTMENT OF CONSUMER AND
BUSINESS SERVICES

In the Matter of: No. A-05-0017(B)
FINAL ORDER TO CEASE AND
DESIST, DENYING EXEMPTIONS,
AND ASSESSING CIVIL PENALTIES
ENTERED BY DEFAULT AGAINST
RICARDO CABEZAS ONLY

BROOKSTREET SECURITIES
CORPORATION, INC. and RICARDO
CABEZAS,

Respondents.

N N N N N N N N N N N N N

WHEREAS, the Director of the Department of Consumer and Business Services for the
State of Oregon (hereafter the “Director’), acting pursuant to the authority granted by the Oregon
Securities Law (ORS 59.005 ef seq.), has conducted an investigation into the activities of
BROOKSTREET SECURITIES CORPORATION, INC. (hereafter ‘BROOKSTREET
SECURITIES”) and RICARDO CABEZAS (hereafter “CABEZAS”);

WHEREAS, on November 3, 2005 Respondent CABEZAS was duly served with a true
copy of the Order and Notice by United States Mail, first class postage prepaid, addressed to
Respondent CABEZAS at the following last known address: 3013 Winter Street, Los Angeles,
California 90063. This mailing was not returned.

WHEREAS, on November 3, 2005 Respondent CABEZAS was duly served with a true
copy of the Order and Notice by certified United States Mail (Item #7004 1350 0000 5011
8117), postage prepaid, and addressed to Respondent CABEZAS at the following last known
address: 3013 Winter Street, Los Angeles, California 90063. This mailing was returned to
sender, marked “Unclaimed.”
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NOW THEREFORE, after consideration of the Investigation Report and accompanying
exhibits submitted in this matter by David T. Weiss, Enforcement Officer, the Director, aware
that the period of time for Respondent CABEZAS to request a hearing has passed, hereby issues
the following Findings of Fact, Conclusions of Law, and Final Order, to wit:

FINDINGS OF FACT

The Director FINDS that:
Part One: The Respondents

1. Respondent BROOKSTREET SECURITIES was, on May 11, 2002, a broker-
dealer firm with at least one office located in the State of Oregon. The firm’s Central Records
Depository (CRD) number is 14667. The firm is headquartered at 2361 Campus Drive, Suite
210, Irvine, California 92612. The firm’s President and CEO is Stanley Brooks.

2. Kathleen McPherson was, on May 11, 2002, the Executive Vice President of
Compliance for BROOKSTREET SECURITIES. McPherson’s Central Records Depository
(CRD) number is 1526361. McPherson conducts business from 2361 Campus Drive, Suite 210,
Irvine, California 92612.

3. Respondent CABEZAS was, on May 11, 2002, a broker-dealer salesperson in the
employ of BROOKSTREET SECURITIES. CABEZAS’s Central Records Depository (CRD)
number is 2809119. On May 11, 2002, CABEZAS conducted business from 2361 Campus
Drive, Suite 210, Irvine, California 92612.

4. Respondent BROOKSTREET SECURITIES was, on May 11, 2002, licensed to
conduct business as a broker-dealer in the State of Oregon.

5. Kathleen McPherson, who has passed the Series 24 examination, was, on May 11,
2002, authorized to act in a supervisory capacity over a broker-dealer salesperson.

6. While licensed in several other jurisdictions, Respondent CABEZAS was, on May

11, 2002, not licensed to sell securities in the State of Oregon.
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7. Respondent BROOKSTREET SECURITIES had, pursuant to OAR 441-205-0210
(2), a duty to designate a supervisor for each associated person in its employ, including broker-
dealer salespersons. Kathleen McPherson, Executive Vice President of Compliance, was the
designated supervisor of Respondent CABEZAS with respect to his duties involving
“brooksdirect.com.”

Part Two: Offer To Sell Securities

8. Stanley Brooks, President of BROOKSTREET SECURITIES, hired Respondent
CABEZAS in November, 2000. CABEZAS had developed a website that allowed a retail
brokerage customer to bid for and purchase shares in an initial public offering (“IPO”)
electronically while at a previous securities firm, and was retained by Brooks to develop the
same capacity for BROOKSTREET SECURITIES.

9. BROOKSTREET SECURITIES dedicated a section of its website,

www . brooksdirect . com, to the IPO project. BROOKSTREET SECURITIES contracted

with an outside vendor, NetChemistry, to license the use of its specialized IPO trading platform
and to conduct the firm’s electronic communications with current and prospective IPO clients.

10. BROOKSTREET SECURITIES employed electronic mail solicitations as a means
of garnering business for the IPO website. Specifically, Respondent CABEZAS used electronic
mail to inform current and prospective clients of the availability of shares in specific IPO blocks.

11. Respondent CABEZAS drafted the electronic mail communications, which were
reviewed and approved by Kathleen McPherson. CABEZAS forwarded the content of the
approved text to NetChemistry, which was charged with formatting and disseminating the e mail
to the database of e mail addresses it maintained at the behest of the Respondents.

12. On May 11, 2002, Respondent CABEZAS employed, either directly or indirectly

through NetChemistry, the electronic mail address of rcabezas@mail . bkst . comin the

course of his job duties.
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