








































































































4. IFX, through its Dubai based business, Integrity Ltd, has
established IB/Referring Party relationships with several brokers.

5. IFXis preparing to launch its online forex education courses and
webinars.

6. In November 2009, IFX is presenting several training seminars
and workshops in the Middle East.

US Capital Management Inc. (“USCM") was required to be listed as a principal
of the firm but was not. Specifically, USCM has contributed more than 10% of
the firm’s capital. (NFA Registration Rule 208)

Response and Corrective Action: As the NFA is aware, IFX did not realize that

USCM was required to be listed as a principal of the firm based on its status
as alender. At most this is a mere technical violation of NFA Registration
Rule 208, which does not require intent, and does not warrant a disciplinary
action.

The firm failed to cooperate promptly and fully with NFA during its
examination as NFA made numerous requests for certain cash records and
other documents. Specifically, NFA requested the cash records and articles of
incorporation for USCM as well as the personal financial records for Tim and
Candice DuBose. (NFA Compliance Rule 2-5)

Response and Corrective Action: IFX does not agree with the assertion that

IFX failed to cooperate promptly and fully with the NFA during its
examination. In fact, IFX has gone to extraordinary efforts to respond to the
NFA's requests despite the NFA’'s consistent refusal to grant IFX's counsel
reasonable time extensions to respond to the NFA’s numerous emails and
requests. IFX continues to cooperate with the NFA in full compliance with
Compliance Rule 2-5, and any characterization to the contrary is misleading.

As the NFA is aware, USCM is a completely independent company, and IFX
has no control over the records of USCM. IFX has requested from USCM,
USCM's bank statements and Articles of Incorporation, and has been
unsuccessful in persuading USCM to provide those documents. USCM,
however, indicated that they are willing to provide reasonable
documentation to establish that there are no additional undisclosed
principles of IFX at USCM, and are willing to cooperate with the exam in any
reasonable manner. Since the NFA's stated goal is to credibly establish that
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there are no additional undisclosed principles of IFX at USCM, we have
repeatedly urged, and continue to urge, the NFA to tailor its request relating
to USCM more narrowly, and less intrusively, towards that end.

Similarly, IFX has repeatediy asked the NFA Compliance staff to articulate the
relevance of reviewing Tim and Candie DuBose’s personal bank records, and
the NFA has been unable or unwilling to do so. Before turning over their
personal bank statements, which contain a range of personal information,
including medical information and information reflecting the Dubose’s
religious beliefs, we again respectfully request that the NFA explain the
relevance of reviewing personal bank statements, which are protected by
California privacy laws,

Finally, certain additional bank records have been requested by the NFA. As
the NFA is aware, [FX has requested those records from Bank of America. As
they have been received, they have been promptly provided to the NFA.

Tim DuBose was required to be registered as an associated person (“AP) but
was not. Specifically, Mr. DuBose is responsible for supervising the firm’s
APs, therefore he should have been registered as an AP himself. (NFA Bylaw
301)

Response and Corrective Action: IFX has been given inconsistent advice and
instructions from the NFA regarding the registration of Tim DuBose as an AP.
[FX was initiaily advised that Mr. DuBose was not required to be registered
as an AP because he was not managing accounts or trading. During the on-
site examination exit interview, IFX was told that Mr. DuBose does need to be
registered as an AP, but that he could register in the next few months. IFX is
no longer managing a fund or trading at all, and it is unclear why the NFA
would now ask Mr. DuBose to register as an AP. This is at most a technical
violation of NFA Bylaw 301, which would not warrant disciplinary action.

An annual report for IFXLP was not filed with the NFA. Specifically, the firm
was required to file a certified annual report for IFXLP for the year end,
December 31, 2008 but did not. (NFA Compliance Rule 2-42)

Response and Corrective Action: The Fund was initially launched before
Compliance Rule 2-42 was adopted, and IFX was unaware that the annual
report needed to be filed. At most this would amount to a technical violation
of Rule 2-42, which would not warrant disciplinary action. Although the
Fund is closed, IFX is prepared to file the report if requested by the NFA.
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6. The IFXLP account statements did not include the required oath or
affirmation. (NFA Compliance Rule 2-42)

Response and Corrective Action: The Fund was initially launched before
Compliance Rule 2-42 was adopted, and any omission of the required oath
was not intentional, and the statements, which were prepared by the Fund’s
third party administrator, Strategic Asset Management, LLC, are accurate.
IFX was operating under the assumption that the administrator’s signed
statement that accompanied the account statements was sufficient to satisfy
the requirements of Rule 2-42. This is at most a technical violation of
Compliance Rule 2-42, which would not warrant disciplinary action.
Although the Fund is closed, IFX is prepared to make the required oath and
affirmation at this time if requested by the NFA.

7. The IFXLP account statements were not prepared for the proper time period.
Specifically, the firm did not prepare monthly statements for January,
February, or April 2009. (NFA Compliance Rule 2-42)

Response and Corrective Action: IFX does not believe that the Fund’s assets met

the threshold of $500,000 to require monthly statements in 2009 as

provided in CFTC Regulation 4.22(b). This is at most a technical violation of

Compliance Rule 2-42, which would not warrant disciplinary action. )

8. The IFXLP account statement did not include the required statement of
income (loss) or statement of changes in net asset value for the pool as a
whole. (NFA Compliance Rule 2-42)

Response and Corrective Action: IFX believes that the NFA is mistaken about
this finding, and that the account statements do in fact show changes in value
for the pool as a whole. Even assuming that the NFA is correct, at most this
would amount to a technical violation of Rule 2-42, which would not warrant
disciplinary action.

As outlined above, IFX disagrees with several of the assertions in the NFA’s findings
from its examination. The remaining findings amount to technical violations of the NFA
rules, none of which were intentional on the part of IFX. It would be a substantial waste of
resources, both for the NFA and for IFX, for the NFA to pursue a Disciplinary Action against
IFX based upon these facts. IFX no longer manages a fund, nor has any intention of
launching a new one. Indeed, there is no reason why IFX should remain registered with the
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NFA. Accordingly, IFX proposes to voluntarily withdraw from NFA membership from the
NFA in exchange for the NFA’s agreement to terminate any audit, investigation or
complaint and refrain from any Member Responsibility Action of Business Conduct
Committee Complaint arising out of any conduct of which the NFA had corporate
knowledge as of the date of this letter.

Please feel free to call me if you would like to discuss this offer, or if there is any

additional information that IFX can provide that will be helpful to the resolution of this
matter.

Very truly yours,

o

Karl A. Cole-Frieman
cole-frieman com

cc:

Tim DuBose - President, Integrity FX, LLC
Candie DuBose - CEQ, Integrity FX, LLC
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S CAPITAL
AGEMENT INC.

9/17/2009
Integrity FX, LLC

6700 Indiana Ave Ste 170
Riverside, CA 92508

Dear Mrs. DuBase:

In response to your letter asking if US Capital Management, Inc. has any individual investor who
has contributed 10% or more of Integrity X, LLC's working capital, the answer js “No.”

Should you have any additional questions, please feel free to contact me at {909)581-6462.

Sincerely,

Tolly Smith

US Capital Management, Inc.

2530 N, Carson Strect, Suite 3220 ¢ Carson Ciry, Nevada 89706 o Pl 800-651-7990 « Kax, 800-031-8950)



