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GOVERNMENT OF ANTIGUA AND BARBUDA

LICENSE TO CONDUCT AN INTERNATIONAL
BANKING, TRUST OR INSURANCE BUSINESS

Pursuant to Section 230 of the lmemaﬁbhai Busihess”Corporations Act,
1982, No. 28 of 1982, the undersigried hereby grants a license to conduct an
international lsbking  businessto

SWISS AMERTICAN BANK LTD.

subject to all the terms and conditions of said Act.

(For bank Ae=xst)

- Supervisor, , N

International Banks and Trost—
REGISTERED Corporations

(For insurance)

Superintendent,
International Insurance Corporations

IssuedﬁLJohn’s,Am_j a,
this &7 day of. fap. 1983

AN
SRR RN

S




GOVERNMENT OF ANTIGUA AND BARBUDA

CERTIFICATE OF INCORPORATION
AND GOOD STANDING

Pursuant to Section 9 of the International Business Corporations Act,
1982, No. 28 of 1982, the undersigned hereby certifies that:

R A A A R R

I

Swiss AMERICAN RANK LTb.

E ’

5 3

5| . o o nd .

g W incorporated under the Jaws of Antigua and Barbuda on thees-  day of B

e Rl 11983 is in good standing and enjoys all the rights. powers o

3 and privileges conferred by law consistent with the atached Articles of
Incorporation.

J --(x 7
Al g §
Director,
International Business Corporations

M

Registered at St Johnis, Antigua,
h pe
this 2 of APR(es RUCE

T S A A T

O R

o A Y

T R A B

O S S T X e O ST
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INTERNATIONAL BUSINESS CORPORATIONS ACT, 1982

FORM S Ty
% OF INTERWZ
NOTICE OF DIRECTORS W ‘
or { sep2 31097 )

NOTICE OF CHANGE OF DIRECTORS S

YEQ3 ey o

(SECTION 67 (7) & 129) =S conrys
NAME OF CORPORATION SWISS AMERICAN BANK LTD 2. Corporation #00002
The following persons bocane directors of this Corporation: Effective Date:
Name Residential Address Qccupation Citizenship
Michael Agus St. John's, Antigua Director Canadian 30 June 1997
Burton Kanter Chicago, IL USA bPirector American 30 June 1997
Brian Stuart-Young St. John's, Antigua Director Antiguan 30 Jume 1997

The following person ceased to be directors of this Corporatiun: Effective Date:
Namc Residentiat Address QOccupation Citi hi
Ronald Sanders London, England Director Antiguan 30 June 1997

The directors of this corporation 10w are:

Effective Date:

Name Restdemial Address Occupation Citizenship
Michael Agus Amor Villas., Crosbies  Directer Canadian 30 June 1987
Burton Kanter ef/o Neil Gerber &

Eisenberg Director American 30 Jupe 1997
Brian Stuart-Young Hodges Bay Directar Antiguan 30 June 1997

St. John's, Antigua

Dae ?m—ﬁm - Description of Office
16 September 1997 2 Secretary
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GOVERNMENT OF ANTIGUA AND BARBUDA
APPLICATION FOR INTERNATIONAL
BUSINESS CORPORATION CHARTER
TO: DIRECTOR OF INTERNATIONAL BUSINESS CORPORATIONS
MINISTRY OF FINANTE
1. Proposed Name: SWISS AMERICAN BANK ETD.
2. Registered Office and Name and Address of Resident Agent:
P.0.Box 230, McAlister Abkott,
Redcliffe St., P.O.Box 230,
St.John's, Redcliffe St.,
Antigua. St.Jchn's, Antigua, W.I.
3. Authorized Number of Shares by Class:
1000 Cammon Shares US$1, 000- per share.
;
4. Transferability Restrictions -- mark if applicaktle D
5. Number of Directors -- Maximum 6 Minimum 4
6. Restrictions to Corporate Purpose Clause:
To conducting an international barking business as permitted
by the International Business Corporations Act.
7. Securities Regulations Documents -- attached if appiicable
8. Licence Applications -- Banking E] , Trust D , Insurance D
9. Unanimous Shareholder Agreement -- attached if applicable
10. 1Incorporators: McAlister Abbott Coamas Phillips Esq.

PLEASE SUBMIT THE FOLLOWING COPIES OF DOCUMENTS, IF APPLICABLE:

Application for International Business Corporation Charter (1)
Articles of Incucparation {3) (One cercified copy returned]
Licence Applications (2}

Unanimous Sharesholders Agreement (2}



GOVERNMENT OF ANTIGUA AND BARBUDA

NOTICE OF REGISTERED OFFICE
OR
NOTICE OF CHANGE OF REGISTERED OFFICE

TO: DIRECTOR OF INTERNATIONAL BUSINESS CORPORATIONS

1. Name of Corporation: ~SWISS AMERICAN BANK LTD.

2. Name and Address of Registered Office:

ANTIGUA INTERNATIONAL TRUST LTD.
High Street / P.O. Box 1302
St. John's, Antigua

3. Effective Date of Change: 7 July 1992

4. Name and Previous Address of Registered Office:

ANTIGUA INTERNATIONAL TRUST LIMITED
P.0. Box 1302

Redcliffe Street

St. John's

Antigua, W.I.

5. Effective Date of Change: 7 July 1992

Date: 26 February 1997 %&&&

7gﬂorporate Director)
FOR ND ON BEHALF OF:

Antigua International Trust Ltd.
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GOVERNMENT OF ANTIGUA AND BARBUDA

APPLICATION

TO: Supervisor of International Banks
and Trust Corporations -- Ministry of Finance
FOR AUTHORITY TO ORGANIZE AND OPERATE UNDER AN
Internatidnal Banking Licence k1 1nternational Trust Licence []

PURSUANT TO SECTION 230 OF THE INTERNATIONAL BUSINESS
CORFORATIONS ACT 1982, No. 28 OF 1982.

SWISS AMERICAN BANK LIMITED

(Name of Proposed Licensee)

P.0.BOX 230, REDCLIFFE STREET,ST.JOHN'S, ANTIGUA.
(Address of Proposed Licensee)

Date Submitted: 24th March 1983

PLEASE SUBMIT THIS APPLICATION AND ALL SUPPORTING DOCUMENTATION

IN DUPLICATE ORIGINALS.

FOR OFFICIAL USE ONLY --

Received:

Tentative Licence Granteds———(C )7 i

Ordinary Licence Granted: s
Denial:

, - APR 1933
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WILLIAM COOPER. . A ' )A) ;/

(Names of Organizer (s))

(hereinafter referred to as Applicant(s)), hereby apply to the
Supervisor of International Banks and Trust Corporations, Ministr
of Finance, (hereinafter referred to as the Supervisor), pursuant
to Section 230, International Business Corporations Act, 1982,
No. 28 of 1982, for authority to organize and operate

SWISS AMERICAN BANK LIMITED
{Name of Proposed International Business Corporation)

hereinafter referred to as "the IBC", under the following:

International Bank Corporation Licence
EA R KN AKXEN A XX EXREAX E0X R DOoance

CERTIFICATE

The Applicants hereby certify that the information contained
in this application is true and complete to the best of their
knowledge and belief; further, the Applicants accept the respon-
siblity of informing the Supervisor promptly of any changes in
the information presented herein.

19 83 |

Executed this _24th day of MARCH

{Name) - - (Signature)

WILLIAM COOPER. ' L) Ji{(f{/
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If the IBC is to be controlled by a holding company, submit
the signature and title of the holding company representative.

VICE PRESIDENT

(Signature)

(Title)

SWISS AMERICAN HOLDING CO.
(Holding Company)

SWISS AMERICAN BANK LIMITED

REDCLIFFE ST..
ANTIGUA.

NOTE: All organizers must sign the Certificate
1. Proposed name of IBC:
2. Proposed Address of IBC: P.0.BOX 230,
ST.JOHN'S,
3. Proposed capitalizatién of- IBC:
Capital: Uss1,000,000- No. of Preferred Shares:
Surplus: - Par Value: -

4. Proposed directors of IBC
directors of IBC):

(Name - Occupation) ~

BRUCE RAPPAPORT

1,000

No. of Common Shares:

Par Value: Uss$1l, 000~

(All organizers nmust be proposed

~ (Address: City & State)
°5, Quai du Mont Blanc,
1201 Geneva, Switzerland

FREDERICK ROCKEY

5, Quai du Mont Blanc,
1201 Geneva, Switzerland.

Warnerton Farms, 3677 Bradbury Road,

MARVIN WARNER Cincinnati, Ohio 45245 U.S.A
2374 Grandin Road,
BURTON BONGARD Cincinnati, Ohio 45208. U.S.A

STEPHEN ARKY

700 South Alhambra Circle,
Coral Gables, Florida 33146. U.S.A.

WILLIAM COOPER

P.0.BOx 230, St.John's,

Antigua.

5. Name, address and telephone number of person authorized by
Applicants to receive correspondence for them:

William Cooper: Tel.
P.0O.Box 230,

Redcliffe St.,
St.John's,

Antigua.

24460.
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Attach a list of all the subscribers to the capital stock
of the IBC, showing name, place of residence, and number of
shares subscribed to. Any changes in proposed subscribers
shall be reported promptly to the Supervisor, and in any
event, within 30 days of prior to opening, whichever occurs
first. - See Attachment A.

Are any of the proposed stockholders of five percent or more
of the IBC's stock, other than directcrs and officers, con-
nected with any other banking or trust institution by way of
employment, directorship or ownership? If so, describe such
relationship. ~ None.

Submit biographical information for each proposed director,

officer and subscriber tg five percent or more of IBC's stock.
- See attachment B.

List the qualifications of the proposed directors and officers

to cperate an internatdonal -or trust corporation successfully.
- See attachment B -~

Are any of the proposed directors or officers of the IBC
connected with any other bank or trust institution by way of
employment, directorship or ownership? I so, describe such
relationship.

~ See attachment C.

Have any of the proposed directors, cfficers or proposed
stockholders of five percent or more of the IBC's stock ever
been charged with or convicted of any criminal offense? 1f
s0, give details, including status of case. - None.
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Attachment A.

SUBSCRIBERS TO STOCK

SWISS AMERICAN HOLDING COMPANY * 1000 Shares.
Galindo, Arias & Lopez,

Apartado 8629,

Panama 5, PANAMA. C.A.

* Swiss American Holding Company is wholly
owned by a consortium of :-

Inter Maritime Bank,
5, Quai du Mont Blanc,
1201 Geneva,
Switzerland.

Home State Financial Services Inc.
2727 Madison Road,

Cincinnati, Ohio, 45209,

U.S.A. -
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Senate Permanent Subcommittee
On Investigations

EXHIBIT # 61b

Bank Ownership
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. MAY 8 -1978 -
ST M darvey Y. Delapena, Jr. B e or e 1111, 1978
b—~pril 11, 1978
#aomf wp, Robert van Marx I CALL RE’S:;.W““‘ A Bumrem Orsanar:
Surtiga 1
¥u PORY-BTINE

Geneva CUSTOMER PRCEPELT
STNTE (OR COUNTRY) Switzerland a a
PLASON(3) CONTACTED IMTLEAOSITIONT RO REFIRENCT
Hr. Henri Mattis

g ¥r. Sruce Rappapert

L

o

3 CALL FOLLOWAW DATE

3 CHECK APPROPRIATE ”X!a.

) CALLED ON O meupHoneD O cornesror.oen

O INTERTAINED:

IFUNCTIOND

tvalvanionor mauLTs: [Jvanvooco fJacco Jram  Jroom  [Owtaanve  [Jwo tvatuation
SMURVICES OFFERTD:

FUMMARY OF CALL RESULTS:

Messrs. Flanders and van Marx called on Mr, Mattis on April 10 and
a9a4n on April 11 to meet s1s0 with Bruce Rappaport. Our luncheon for today
w3 cancelled because they are holding an extraordinary mesting,

Mr. Rappaport has gotten together with the Gokal Srothers, Pakastanians,
who will put 1n Francs £,000,000 of capital for 201 of the bank. The Gokal's
ipparently are low-keysd, but extremely wealthy Pakastanfans who own and operate
at least 200 dry-cargo ships and have their ﬂn?on in numerous companies. Part
of the a¥nunt 13 that the Sokals wil) do at least $200,000,000 worth of business
thruu?h ntermaritimg Bank per yuar, s a starter. This business will consist
Targely of Yettar of credit business, for which Intermaritime Bank at this moment
13 rot equipped.

EXPLAIN BRISPLY

Mattis has made a study and has contacted severi) retired letter of
credit department heads whe wil) be willing to work for the bank for a brief
period 20 break 1n his own staff, He wanted to know 1f we would be interested
In assisting them, not 10 such in the confirmeticn of Tetters of credit, but
as retmursing credits. e explafned to him that we would be happy to act on
their telex tuthority, dut would not want to get involved in seeing the ictual
credits of copfes thereof, this {n order not to get ‘nvolved in boycott
clauses complicatfons.

SYNOPSIS OF CALL

This morning, Rappaport told Mr. Mattis that he alresdy made irringements
for handling of lettars of credit through Credit Sufsse in London and Geneva.
Their main benk {n Switzerland s Credit Sufsse in Lausanne.

AMPLIFYING DETAILS

Rappaport continues to operate at a remarkable speed, consuming one deal
after an other. It 3 fortuns thct,hc hunﬁltth ts Genaral Manager of the
Loank, who 13 the detail mn tylng up loose ands.

<

RETURK ORIGINAL PLUS___ COPIES TO:
xamg Jean Spinellf Location Ground )
20 Broad . g congionn anuas stLow sun cmtes

SFOR MO AOU I BECIAL DITAIUTION AFFECTING:
HOLDING COMPANY 1 COMER (3 s2owcn anowm i cosv,

LONDON OFF ICE

I-eessut (rve)

BNYSEN05508
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MAY 8 1978 :

aetl 11, 1978

.24

Intermaritime 3ank
ganeva, Switzerland

Rappaport askad us 1f we would be {nterested {n hindiing &
*large tmount of money* from the Middle East, which {s as far as [ can
see wuld be coming through Intsrmaritime Factoring S.A., which s a
company which up until now has mors or less been dormant. No axact size
was pentioned, but Mr, Mattis said Tatter that these asounts would be
substantial. Most 1ikely they are funds emintting from the Gokal Group.

’Rvi

~
/
/

BNYSEN05509
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Delapena, Jr. oate
By Tice Prestaint The Bank of New York 4th August. 1978
: Frederik J. Van Den Hoq:n CALL REPCRT Aet: Fuainam Owvsingment
Assistant Vice President &lmourwe O monmourng*| s OFF OIS

MAME INTIR MARITIME BANX. Cenevs Switzerland
~ T ALS T

[3) cusromen [J racerscr

TACES REPUATREY

Mr. frederick W. Rockey

31 Manager
<
-
w
=)
:‘l CALL SOLLOWAS DATE
5 CHECK APFROPRIATE SOXES:

Owe } ealtsoon [ TeLervonsn [ conresronnen

& ey Oenrenrameo: S—

AVALUATION OF RSSULTS: D VIAY $000 008 D rain D rooa D WEATIVE

rvnsss st rng somunary of il remdenl

Messrs. Ross and Van Den Hogen received a visit from Mr. Rockey.

SYNOPSIS OF CA' L

EXPLAIN BRIEILY

Mr. Rockey explained that he had joined Inter Maritime Bank two
months age after having spent 7 years with First National Pank of
Chicage in Geneva, with the main objective to develop the
commercial and investment banking side of the bank, which in the
past mainly servad as an in-house dbank for its fellow shipping
subsidiaries.

r. Rockey was awvare of our good account relationship in New York
and looksforvard to further developing our relationship. He told
us that most of their financing is still related 2o shipping,
hovever, he aims to diversify his loan portfolic. He told us that
Mz, Abbas K. Gokal, who {8 = major shareholder in Gulf Shipping
has recently became a sh holder in the Inter Maritime Group

and has contributed about SwPr 8 million in capital.

AMPLIFYING DETAILS

RETUAN ORIGINAL PLLAE ] conasva:
amt LOCATION

Mrs. Eleanor 0. Clark 20 Broad/Gr. F1.

“FOR NON-ROUTINE SPECIAL DISTRIBUTION 4FFECTING:
#OLOING COMPANTY 12 COFIER)

Mr.
Mr.

H.J. Poduska
R. Van Marx

D FROLTR AROLSP 1| COPT)

BNYSEN0551p
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T P S MAY 5 - 1881

f -

The Bunk of New York Til, .38
Owen A. Brady

o CALL REPORT oo
N . John A. Ross ‘ @lou?ml G~°"-'°U"“" ::’-::r’-cncwm:
Inter Maritime Bank, 5, QUAL CU FONI=-BI3INT,

N4ME  CH-1201 Geneva. Switzerland. T evsromea (J wnosercr
[PERSONIBI CONTACTID (TITLE/ 7G8I T1EAT TRSIC XTI URTwET -
Mr. Frederick W. Rockey.

9 Managing Director.

<

=

w

s

: CALL FOLLIW-LP DATE

L() CHECK APPROIMIATE $OxES

EF we } EJcacLeo on 3 reLermonto [J commEssONe .3
O ey Oenverramen: _
RELT4AE-1T
EVALUATION OF AZEULTE: Dvuvaooe Docoa Du.- G'oo- Ducn-u
130rvecws 0/ oved snd navemery of coM remrivs)

-

Z

<

o

w

o

2

i

“w
1
EXPLAIN BREPLY
The purpose of this visit was two-fold: one to introduce Owen to Frecd
Rockey. so that Owen would have a better understending of the nature cof
Inter Maritime Bank. Secondly, to discuss various options open to us

w| regarding renegotiation of the Ban Chu/Ben Chuan shipping loans.

o

2] as 7 was weil aware, Fred reiterated the fact that Inter Maritime Bank

8] 1a $t4ll very much dominated, business wise, bty Rappaport’'s various

g businesses, particularly on the liabiiity si1de. In Switzerland, the

5| natural asset offset to this are depcsits and dve from banks. Under

«| Swiss law. the bank is forbidden to hasve an eaxposure to 1ts principle

&| shareholder beyond a fixed ratic agains:z capitalisation. Because the tota!

i capitalisation of Inter Maritime Bank is no more than $20 million apprcx-
imately, the bank‘s total exposure to Rappaporft’'s Varigus enterprises if
no more than approximately $4 million.

There is no business deavelopment programme. other than that done by
Bapnanare with hig friends bl b

ALTUAN ORIGINAL P L8 z corieg YO
LOCATION

Namt f‘r. Q.A. Brady
Hrs. Eleanor D. Clark 48 Wall/19th F1,

Ic:
|
\
1

SFOR NOWROUTING PUCIAL DISTRIBUTION AT FECIING
HOLOING EOMPANT 17 £OF-E81 Q ANOLER CAGLS 11 cOnYs

BNYSENGS5524
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COMTINUATION 5 PALS \981‘

Call report dated 23rd April. 1981, re Inter Mar:time Bank
Geneva., dictated by Mr. J. A. Ross

The main purpose of the bank is simply to recycle the
enormuus cash position that Rappaport's various enterprises
maintain. Furthermore. therc is no likelyhood of a position
change in the near future.

ced asked if we would consider a foreiga exchange line and
neicher Owen nor 1 saw any reason why we shouldn‘'t. particularly
oX Inter Maritime Bank has placed large deposits vith us. which
exceed, by three-fold, our deposits to them.

W2 also discussed renegotiation of the Ban Chu/Ben Chuan s' .ppirg
loans and what was determincd was that Rappaport’'s main concern
was the rate of interest. i.e. LIBOR plus 2 1/4% nargia. We
offerad to renegotiate on several basis, i.e., reduce margin.
increase the length of the loan. increase the amount autstanding
on each vessel. etc.. etc. - Apparently. Rappaport had not. as yet,
had time t3 consider precisely what it was he did want. although
obviously it has been established he does not likxe paying LIBOR
plus 2 1/4x. Originally, wve thought that it was the margin of

2 1/4% that upset him. in view of the fact that the market now

1s no .more than 1 1/2 to 1 5/8X. Apparently. huwever. his main
concern was the total rate of interest and wished us to consider
some form of fixed rate finan-ing. I informed Fred that we would
be perfectly happy to consider this, provided we could match-fund
ourselves. However. at the curcent moment, I thought this was
il.-advised on their part. because there 1s relatively very lictle
difference between six month LIBOR and five year LIBOR.

In conclusion. he decided to pass my commentst on to Rappaport
and await his reaction.

BNYSENO05525
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e —— —___W wR 3 S
/ sean Tz LIONY The Banh of New Yora
Jenom . oteise . CALL REPORT
e | Onourme

L NAME TNTERMARTTIME MANAGEMENT S.A., leneva, Switzerlarz.
\'lllo~ CONTACTRL ITITLE/ SO T IOm! LIS I LI T4
' Gavig vallace, Director of Finance Ban Chu/Beny Chuan
Al Ben Cilliat. Vice President of Finance latermaritine 3ank
2 Jacques Jones
21 Freg Rockey
o
S
<1 AL sociomue 0ate
21 e drvagenartaena -

o Owe } Dearteoon O recermonen ([ cornesroncen
D rmer X enteaTaneo Luoqheon

I tvacuation or mesuirs O vesvcooo Deooo a-

BT

(@R Oaearve

T emvicet 01teret ind wmematy o1 Cat meits
David wallace and 8en Cilliat entertained John Farrell ang Siemars Sols.ng e ianen
Afzer lunen David wallace 1ntroduced us to Fred Rockey and we wvere aple o scenz sorc
Zime witn Jacques Jones who loows after cthe legal affairsof M. we ca! inoat

4. intermaritine.both to update curseives On Rappagort's SNIOEiNg and ainer atIiviiicy
w) and To discuss he attempt by Mosvolds to repudlate the m.v Serjayas Tty .
5; or tne grounds that the vessel was 1n poor coAJICION AN 3NC4id De yreaturely Ty
@l 2ocked.
§i -
:
b
)
SxPLain SAIEALY
The m.v. Ber]a t . (2 20 Lhe securiiy-sackage
on our Ban Chu/Beng Chuan loan. B8ath vessels are chartered 3t arouna 35,500 3ay
“TTEo Mosvolds (original owners of the smips and who 3T1ll have small second morigaces
w] R the vessels). This rate compares with present spot market rates (or sessels
i of less than $3,C00 per day. The time charters have jnother Ten Aarins sanalTsuun
i cveraii thney nave not worked cut badly (or Mosvolds - 1n Ctre 4ry Zargo 3cor =arrel
31 two vears aga Mosvolds were able to sub charter the vessels at w2 317,907 ves zay.
;’f Mosvalda are clesrly snxious to reduce their losses on these Zire
= .sed a pretext to thresten o put the m.v. Serjay:a aff nire.
<! wallace and Jacques Jones that we under1toos the commercidl pOsiiish
& MoivoT3i T4 ILTEOpE to cancel the charter. ¢ were 10l3 trat the Jisou

3
3T TG ArBICratION (with Rires 1n TNE meintime Deing 0313 1NI0 @ 10IAT escro~ 3ctu.ct
! and we empnasised our desire to work closely with owners o grotect tne .
position. The m.v. Sentosa charter 1s as yet una(fezzed. Since our rnt
maritime have ensured thet guf{icignt money wias on Tthe operati=g 8c22us: Ik
Jatest !oan instalment ($50.000 prancipal vaiue 283h Fearuary. plus inlerest

A

atruan gmiGimay reut 4 cortsto €€ Harvey V. e

vaut Location ; jone K. Farrell Saffney
£l
£leanor 0. Clark 48 wall/lgeh F1. Owen Bragy

“+ OR NON AGUTINE SPECIAL DISTRIGUTION APFECTING
B e vt O] srosen sroue s conre —
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ZONTINUATION ;

SIMATITIVE waANATIVENT 5.4

Cavid wailace u1scussed with us the decision by Lsndon brant
3% 3E SZ3 2qgounsy (Qr Sne cen yassels oo she iptes~ariiine fLeec.
wnat tne snesr volume of payments would have been %00 great for the otrancn
Iver teo nhund-ed payments per week, with many being small crew payments o
tne Far Eastl. latermaritime are now using Chase Mannattan in _ondon

t0 rancle the routine operations side of their fleet management Business.

¥e also discussed Rappapert's relationsnip with Gulf Shigping and the crabie-s
nad deen encountired an dissolving the two sNip JOINT venluce Belween “he pariies
£ssentially Rappuport wants o reduce his shipping commitments (where re 1S lasirg
money Yecause he has no captive trades of his own) and Abbas Gokal wants TO s¢..
20% sctake 1n Intermaritime Sank, Geneva. Rappaport would prefer 1o receive <asn ! -
3150and1ing the JOINT venture, whereas Abbas Colal would prefer tc offset tne sa.c
cf mis IMB shares again~t the joint venture dissolution monmies. whilst we wc:ie f
e of {1ce Jacque:n Janes received 8 telex corfirming settlement on e two vessels,
althougn :t acoedred from subsequent negotiacions that the terws of tne setlisme
were not totally clear. 1t 3s likely shat the dispute may cintinue (or some

Curing lunch Bem Ciilliat menzioned that Rappaport now held some 7.5% of The BSarr of
Newv York and that ‘e had recently gurchased some mare shares at $&2. Mis averaae
buying price was «3Timated at $28 per share. David wallace. wh, looks afzer most <
Rappapor:'s perscnil investments, INlpping interests and his 1 .terest in [¥B anZ various
o1l refineries. oigd us that Rappaport would havea large casn {low ceflicit 101982

His shipping 1n)2resty were losing money and he had very heavy losses i1n nis 3eljian
and Antiguan o1l r:fineries, both of which were teing operated
ievels,

ell 92low oreas =aver

we were jeft with the impression that tne depressed state ¢ mcst of Racpapori's
Susiness 1nveitmeats nad created a low level of morale at iMS 3nc that happan s
day to day influence :tself vas now less, particularly after Nis neart attack o@ i
end of fast year.

BNYSEN05535
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/.
M SWISS — AMERICAN NATIONAL BANK OF ANTIGUA

A

March 11, 1893

Ma. Donna Alexander

Vice President :
NationsBank International Miami
Latin American Region

80 Southwest 8th Street, 22rd Floor
Hiawi, Florida 33130-3047

Dear Ms. Alexander:

As discussed. we Wish to expand our relatiomship with NationsBank in varicus
areas; clearings, collections, wire transfers and L/C’s and ask you to
consider the establishment of a line of credit for the confirmatica of our
L/C’s. To this end, I am pleased tc enclose draft copies of our 1932 audited
statements. Final, signed copies are expected to be availakle in two weeks
with no material alterations. In addition, I would lize to provide you with
some background infermation regarding the Swiss American Bank Group. Although
your account relationship is with Swiss American National Bank of Antigua, I
think it is appropriate to review the group as a whole and then discuss the
role of Swiss American National Bank of Antigua.

The Swiss American Banking Group consists of Swiss American Holdings 54, a
Panapanian company which owma 100% of Swiss American Bank Ltd, Swiss American
National Bank of Antigua Ltd and Antigua International Trust Ltd. Swiss
American Holdings SA is wholly owmed by the Intermaritime Group in Geneva
which has significant interests in oil refining, transportation, banking and
real estate development. The net worth of the Group as a whole is well in
excess of US $ 1.0 billion and is owned by the Rappaport family. Important
holdings of the Intermaritime Group include an eight percent interest in the
Bavk of New York, the Intermaritime Bank in Geneva, a joint venture with the
Bank of New York that vecently acquired the Security Pacific private banking
operations in Switzerland, Hong Kong and Uruguay, and the Belgium Oil
Refinery, which is largest independent oil refinery in Europe.

The Swiss American Bank Group has numerous relationships with other financial
organizations which include Bank of New York, Bank of Awerica, Chase
Manbattan, Toronto Dominion, Midland Bank PLC, Mational Westminster, and Bank
of Bermuda. In addition, we are principal members of Visa and MasterCard. We
also place investments on vehalf of clients and for the Bank's own accowst
with Dean Witter Reynolds, Merrill Lynch and Shearson Lehman Brothers.

Swiss fmerican National Bank is a domestic retail bank that offers a full
range of commercial banking services in Antigua and is  regulated by both the
Ministry of Finance and the Bastern Caribbean Cesntral Bank. It operates
rrincipally in EC Dollars and its clientele comsists principally of local
merchants and individuals. Swiss American Natioral Bank has five full secvice
branches in Antigua and has a 15% market share as measured by deposits.
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,ANBANK

March 11, 1993
Ms. Donna Alexander
Page 2.

This is a significant share of the wmarket in view of the competition that we
face; there are a total of nine retail banks operating in fAntigua, six of
which are branches of major multinational institutions. Although we endeavor
to provide the highest quality of service on the island to & broad range of
clients, we have targeted the travel and entertaimment industry as our
particular market niche. We have been successful in this area, thus providing
the best internaticnal banking services available here.

Swiss American Bank Ltd was incorporated under Antigua’s International
Business Corporations Act in 1981 and is regulated by the Ministry of Finance.
We provide general banking services in six major carrencies.  However, wue
emphasize our US dollar private banking services as our clientele consists
principally of high net worth individuals residing in North America and
Eurore. -

Antigua International Trust Ltd is incorporated under Antigua’s International
Business Corporations Act, and provides trust services, corporate formation
and secretarial services to our international clients, AIT administers
approximately 1000 Trusts and IBC Corporations.

Pannell Kerr TFoster is our external auditor and we have recently contracted
Coopers & Lybrand to perform ongoing internal audits.

The Swiss American Bank Group employs a staff of 62 and shares a Management
team which consists of the following key individuala:-

John Greaves, General Manager Senior manager with Barclays
- International for sixteen  years
before joining S$wiss American in
1886. Mr. Greaves completed his
graduate work at the London School
of Economics.

David McManmis, Deputy General Manager Held senior positions with Lloyds
Bank Internatiocnal for ten years
prior to Jjoining Swiss American in
1986. Mr. McManus holds a Maaters
Degree in  Economics  from the
University of Miami.

iester Andall, Operations Manager Joined the Bank in 1990 after having
served as Operations Manager for
eight  ysars at the HNational

Commercial Bank of Grenada.
Hr. Andall holds an MBA& from the
Henley Management College UK.
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March 11, 1983
Ms. Donna Alexander
Page 3.

Kenneth Fisher, Business Manage

Romell Tiwari, Financial Contro

3725

T

lier

Joined the Bank in 1990. Mr. Fisher
served with Royal Bank of Canada in
various managerial positions around
the Caribbean during a sixteen year
period.

Prior to Jjoining the Bank, Mr.
Tiwari worked as a manager with
Price Waterhouse in Antigua and as
an accountant at Shell Antilles in
Barbados. Mr. Tiwari is a certified
accountant.

Cur Board of Directors include the following individuals:

Mrs. Susan Wilson, Accountant

Mr. Burton Kanter, Attorney
Mr. John Greaves, Banker

Please do not hesitate to

information.

Regards,

DL

David A. McManus
Deputy General Manager

DAM/md

Encl.

DMD2055

- Hamilto

Chicago,

contact me if your require

n Bermuda

Mr. Ronald Sanders. Business Consultant - London

Mr. Alan Thomson, Business Consultant — Hamilton Bermuda

I11. UsA

— St. John's, Antiuga

any additional
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N SWISS AMERICAN BANK LTD.
7\

March 05, 1993

Mr. Thomas Walff
Vice President

Bank of America

1000 Brickell Avenue
Miami, Florida 33131

Via Fax No: 305-530-4150
Dear Mr. Wulff:

A8 discussed, I would 1like to provide vyou with some bvackgeound information
regarding the Swiss American Bank Group. Although yowr account relationship

is with Swiss American Bank Lic think 1t is appropriate to review the group
a3 a whole and then discuss Swiss American Bank™s role.

The Swiss American Banking Group consists of Swiss American Holdings G4, a
Panamanian company which owns 100% of Swiss American Bank Ltd. 3wiss American
National Bank of Antigua Ltd and Antigua International Trust Ltd. Swiss
American Holdings SA is wholly ocwned by the Intermaritime Group in Geneva
which has significant interests in oil refining, transportation, banking and
real estate develorment. The net werth of the Group as a whole is well in
exceas of US $ 1.0 billion and is owned by the Rappaport family. Important
holdings of the Intermaritime Group include an eight percent interast in the
Bank of New York; the Intermaritime Bank in Geneva, a joint venture with the
Bank of New York that recently acquired the Security Pacific private banking
operations in Switzerland, Hong Kong and Uruguay, and the Belgium 0il
Refinery. which is largest independent oil refinery in Burope.

Swiss American Bank Ltd, was incorporated under Antigua’s International
" Business Corporations Act in 1981 and is regulated by the Ministry of Finance.

We provide general banking services in six major currencies. However, We

emphasize our US dollar private banking services as our clientele consists

prgwwwm Tesiding  in North America and

Eirope. The Swiss American Bank Group has pumerous relationships with otner
““Financial organizations which include Bank of New York, NationsBank, Chase
Manhattan, Toronto Dominion, Midland Bank PLC, National Westminster, and Bank
of Bermuda. In addition, we are principal members of Visa and MasterCard. We
also place investments on behalf of clients and for the Bank’s own account
with Dean Witter Reynolds. Merrill Lynch and Shearson Lehman Brothers.

Swiss American Naticnal Bank is a domestic retail bank that offers a full
range of commercial banking services in Antigua and is regulated by both the
Ministry of TFinance and the Eastern Caribbearn Cenfral Bank. It operates
principally in EC Dellars and its clientele consists principally of lacal
merchants and individuals. Swiss Americen National Bank has five full servies
uranches in Antigua and has a 15% market share as measured by depositz.
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S.A.B.

March 05, 1993
Thomas Wolff
Page 2.

Antigua International Trust Ltd, is incorporated under Antigua’s International
Business Corporations Act, and provides trust services, corporate formaticn
and secretarial services to our international c¢lients, AIT administers
approximately 1000 Trusts and I[BC Corporations.

Pannell Kerr Foster is our external auditor and we have recently contracted
Coopers & Lybrand to perform ongoing internal audits.

The Swiss American Bank Group employs a staff of 62 and shares a Management
team which consists of the following key individuals:-

John Greaves, General Manager Senior manager with  Barclays
* International for sixteen vears
before Jjoining Swiss American in
1986. Mr. Greaves completed his
graduate work at the London School
of Economics.

David McHManus, Deputy General Manager Held senior positions with Lloyds
Bank International for ten years
prior to joining Swiss American in
1986. Mr. McManus holds a Masters
Degree in  Economics from  the
University of Hiami.

Lester Andall, Operations Manager Joined the Bank in 1990 after having
- served as Operations Manager for
eight vyears at the National
Commercial Bank of Grenada.
Mr. Andall holds an MBA from the
Henley Management College UK.

Kenneth Fisher, Business Manager Joined the Bank in 1990. Mr. Fisher
served with Royal Bank of Canada in
various managerial positions around
the Caribbean during a sixteen year
period.

Romell Tiwari. Financial Controller Prior tc Jjoining the Bank, HMr.
Tiwari worksed as a mDanager with
Price Waterhouse in Antigua and as
an accountant at Shell Antilles in
Barbados. Mr_ Tiwari is a certified
accountant.
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S.AB.

March 05, 1993
Thomas Wulff
Page 3.

Our Board of Directors include the following individuals:

~ Mrs. Susan Wilson, Accountant - Hamilton Bermuda

- Mr. Ronald Sanders, Business Consultant - London

- Mr. Alan Thomson, Business Consultant -~ Hamilton Bermuda
- Mr. Burton Kanter, Attorney - Chicago, I11. USA

- Mr. John Greaves, Banker - St. John"s, Antiuga

Please do not hesitate ta contact me 1if your regquire any additional
information.

Regards,

David A7 McHanus
Deputy General Manager

DAM/nd

MD1028
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n Swiss — AMERICAN NATIONAL BANK OF ANTIGUA
7\ ’

June 10, 1991

Mr. Avil Allen
Bank of America
335 Madison Ave.
New York, New York
10017

Dear Avil:

Confirming our recent conversation, we wish to close out the account of Swiss
American National Bank of Antigua and initiate a new account in name of Swiss
American Bank Ltd.

As discussed, Swiss American National Bank of Antigua is a domestic camercial -
retail bank whereas Swiss American Bank Ltd operates under the Antigua IBC Act
and caters exclusively to non residents. Both entities are wholly owned by Swiss
American Holdings Ltd., which in turn is a member of the Inter-Maritime Group
based in Geneva.

We are making this change because the time has come to better divide the
activities of the two entities and as the transactions that have been handled
through Bank of America traditionally have been more oriented towards Swiss
American Bank Ltd., we feel that we should have the account in that name.

We enclose copies of our Articles of Association and Financial Statements for
both entities, as well as a list of approved signatories.

Please advise what additional information you will require.

Sincerely,

Do J)

David A. McManus
Deputy General Manager
DAM/md

c.c. Thamas Wulff

DMMD105
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MEMORANDUM

Ta: Dorothy A. Kmetz 7

From: Jean-Pierre Saint Victor” .
P

Date: February 4, 2000

Re: Swiss American National Bank of Antigua

St Jphi's Antigua, W.L

After review a complete review of our files, we are providing you with the following synopsis on Swiss
American National Bank of Antigua’s ownership and The Bank of New York's exposure to the institution
since January 1, 1996:

1) Ownership

Swiss American National Ban of Antigua is 100% owned by:
a) Swiss American Holding, Panama which in turn is 100% owned by
b) Carlsberg, Bermuda which is in turn is 100% owned by
c) A charitable trust owned by Mr. Bruce Rappaport

2) Credit Lines

Our records reveal for this period that Swiss American National Bank had the following 100%
cash collateral lines with The Bank of New York:
daslae cany ST

ADV/SLC $1.2 million
ADV/SLC $1.6 million
Total: $2.8 million

$2.8 million is the maximum exposure from 1996 to 1999 year we closed the relationship.

ips

BNYSEN06059
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

Rwz
C.A. No. 97-CV-12811 (6AD)

UNITED STATES OF AMERICA,

Plaintiff,

PR

V.

SWISS AMERICAN BANK, LTD.,
SWISS AMERICAN NATIONAL BANK,
SWISS AMERICAN HOLDING
COMPANY S.A. OF PANAMA, AND
INTER MARITIME BANK, GENEVA,

g5, Hd €0 ¢ 6 uy

‘.‘7'\

Defendants.

AFFIDAVIT OF STEPHEN BEEKMAN

1, Stephen Beekman, hereby make the following statement based upon personal
knowledge and information derived from business records:

1. Iam Senior Manager at Bank of New York - Inter Maritime Bank, Geneva (“BNY-
IMB” or the “Bank”) (formerly known as Inter Maritime Bank). I have held this position since
1991. As Senior Manager, I am also Secretary to the Board of Directors, a member of the Bank’s
management committee, a member of the Bank’s credit committee, and a senior account officer.

2. T am familiar with the Complaint in this action, which was served by the United States
on BNY-IMB on March 4, 1998.

3. BNY-IMB is a privately-held baﬂk headquartered and registered in Geneva,

Switzerland. It is operated under Swiss banking laws and regulations and supervised by the Swiss

A

Federal Banking Commission.

BO-77602.01
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4 As the result of The Bank of New York’s acquisition of 19.9% of the shares of Inter
Maritime Bank in 1989, the Bank’s name was changed from Inter Maritime Bank to Bank of New
York - Inter Maritime Bank (“BNY-IMB”). See Affidavit of Stephen Beekman dated March 12,
1998, incorporated herein by reference, at para. 6. For the purposes of this Affidavit, I refer to
the Bank as “BNY-IMB” with respect to activities of the Bank during all relevant time periods.

5. Prior to December 28, 1987, BNY-IMB owned one hundred percent (100%) of the
shares of Swiss American Holding Company/S.A. of Panama ("SAHC"). During the period of
ownership, SAHC owned Swiss American Bank Ltd. and Swiss American National Bank. BNY-
IMB has never owned shares of Swiss American Bank Ltd. or Swiss American National Bank.

6. On December 28, 1987, BN'Y-IMB sold all of its shares of SAHC to an unrelated
entity in which BN'Y-IMB had no interest or control, in a transaction in which all obligations of
the parties were completed by December 15, 1988. Since the end of 1988, BNY-IMB has not
owned any shares or held any interest in SAHC.

7. The cash, which is alleged to amount to approximately $7,000,000 (“$7,000,000”),
that is the subject of this action was never held on deposit by BNY-IMB and BNY-IMB
otherwise had no control over or access to the cash (or ability to control or obtain access to the
cash) during the relevant time period. Moreover, BNY-IMB never received any of the
$7,000,000 for any purpose.

8. BNY-IMB has never maintained accounts or held funds on deposit for Joseph Murray,

Michael Murray, John E. Fitzgerald, or any business entities created by them or on their behalf by

Peter F. Herrington as described in the Complaint.
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I, STEPHEN BEEKMAN, SWEAR UNDER THE PAINS AND PENALTIES OF
PERJURY, THAT THE FOREGOING STATEMENTS ARE TRUE AND CORRECT.
EXECUTED THIS /_DAY OF APRIL, 1998 AT GENEVA, SWITZERLAND.

STEPAEN BEEKMAN

i CERTIFY THAT | SENT A COPY
OF THE FOREGOING DOCUMENT TO
COUNSEL OF RECORD BY MAIL/HARD
oeaveRY oN__ /2,95,
Frews C- Fepk

IRENE C. FREIDEL
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Senate Permanent Subcommittee
On Investigations

EXHIBIT # 6lc

Bank Leadership
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- UNITED.STATES. COURT OF: APPEALS
. FOR THE DISTRICT .OF COLUMBIA® CIRCUIT

Dlvxslon for- the\Purposefof
App01nt1ng Independent«Counsels
Ethlcs in"Government -Act® of 1978

Division No -87-1

Before: . “MacKinnon; Senlor C1rcu1t Judge, “Presiding;=
Morgan, Senidr Circuit. Judge and- Pell, s
_Senior. Clrcult Judge

REPORT OF- INDEPENDENT COUNSEL
,719 Re

'EDWIN, MEESE-IIT

Assbéiate fndependent
Counseif

e

July 5 1988 -
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evidence is insufficient to conclude that any of the offieial
acts performed by Mr. Meese that directly or indirectly
benefited Mr. Wallach violated 18 U.S.C. §§ 201, 211 or any
other federal criminal law.

VIII. MR. MEESE'S INVOLVEMENT IN THE AQABA PIPELINE
PROJECT

In the course of obtaining documents from the Office
of the Attorney General, the independent counsel learned that
Mr. Wallach and Mr. Meese were involved during 1985 in the
Bgaba pipeline project. The independent counsel investigated
the question whether their conduct violated the Foreign
Corrupt Practices Act, and whether certain official acts
Mr. Meese performed in connection with the project were
rewarded by unlawful gratuities from Mr. Wallach.

Bechtel Great Britain, Ltd., one of the Bechtel
Group of companies (Bechtel), proposed to Irag and Jordan in
1983 that a pipeline be constructed from Kirkuk, Irag, to the
Jordanian port of Agaba. Both Irag and Jordan were receptive
to the proposal; however, Iraq expressed fears that Israel
might attack the pipeline.

Iraq's fear increased as negotiations on the
Proposed pipeline progressed. By mid-1984, Iraq was insisting
that prospective lending agencies agree in advance to forgive
Iraq's construction financing obligations during any inter-
fuption of the pipeline's construction or operation caused by

an Israeli hostile act. Bechtel determined that this was an
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impossible demand to satisfy and, by November 1984, concluded
that the project would never succeed.

Bruce Rappaport, a wealthy Swiss industrialist and
financier, learned of Bechtel's problem and approached the
company with a solution. 1In January 1985, Mr. Rappaport
proposed to Bechtel that he obtain from his friend, Prime
Minister of Israel Shimoﬁ Peres, a written guarantee of
pipeline security. In addition, he asserted that he would
assemble a fund to insure the debt service for the pipeline
during any interruption caused by Israeli aggression.

Mr. Rappaport insisted in his discussions with
Bechtel that the Government of Israel would require a guid pro
quo for a written security guarantee. Mr. Rappaport then
negotiated with Bechtel an exclusive oil lift agreement
including a 10 percent discount. The agreement would generate
substantial profits for him, a portion of which he intended to
pay to Israel in satisfaction of the guid pro gquo.

In Pebruary 1985, Mr. Rappaport obtained a letter
from Prime Minister Peres in which Mr. Peres indicated a
willingness to consider providing a security guarantee in the
future.

After it became apparent that he could not obiain a
financial commitment from Israel to guarantee payment of the
pipeline financing, Mr. Rappaport decided to come to the

United States to seek United States government support for the
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project, and to develop an insurance fund with such goveinment
support.

Mr. Wallach was recommended to Mr. Rappaport as
someone who could assist Mr. Rappaport in obtaining support
from the United States government. In May 1985, Mr. Rappaport
first met Mr. Wallach in Washington, D.C., and retained him to
assist on the project. Within hours of that first meeting,
Mr. Wallach contacted Attorney General Meese and sought his
assistance in obtaining United States government support for
financing a political-risk insurance fund to support an
Israeli pipeline security guarantee.

The independent counsel investigated Mr. Meese's
actions in response to this and later contacts by Mr. Wallach,
as well as his response to others in connection with the Agaba
pipeline project. The investigation was hampered gy several
circumstances. Mr. Wallach asserted his privilege under the
fifth amendment not to be a witness against himself.

Mr. Rappaport was willing to give an unsworn preliminary
interview in return for full immunity. Later, however, after
entering into a cooperation agreement with the independent
counsel, Mr. Rappaport was unwilling to answer questions under
oath or agree to any additional interviews unless the
independent counsel first agreed that he could not and would
not be prosecuted for obstructing justice or willfully giving
false statements during any interview. The independent

Counsel refused to grant Mr. Rappaport the requested blanket
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immunity, and terminated the cooperation agreement. The
investigation was further hampered by the unavailability of
the testimony of key Israeli government officials, inclﬁding
current Foreign Minister Shimon peres.l/

In summary, the independent counsel's ihvestiéatidn
of the Agaba pipeline project revealed the following:

In late May or early June, 1985, Mr. Meese, knowing
that Mr. Wallach was retained by Mr. Rappaport to assist him
in connection with an overseas commercial enterprise, con-
tacted National Security Advisor Robert C. McFarlane and
requested that he meet with Mr. Wallach about the pipeline
matter.

At the time of this first contact, the gquestion of
Mr. Meese's debt to Mr. Wallach for legal fees arising from
Mr. Wallach's representation of Mr. Meese in an independent
counsel investigation had not been resolved by the court.

It was highly unusual for a Cabinet officer to
réquest Mr. McFarlane to meet with the Cabinet officer's

friend about a matter of commercial interest to the friend.

7/ By contrast, the independent counsel received the full
cooperation of Bechtel and its current and former employees;
and from the White House, the National Security Council, the
Department of State, the Department of Justice, the Overseas
Private Investment Corporation, the Central Intelligence
Agency, and others. These and other government agencies
collected voluminous amounts of documentary evidence, assisted
in the identification of potential witnesses, and reviewed
documents for security classification decisions.
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Mr. McFarlane regarded Mr. Meese as his superior and obli@ed
Mr. Meese by agreeing to meet with Mr. Wallach.

Mr. McFarlane met with Mr. Wallach and Mr. Rappaport
in June 1985, and gave his assurances that he and his staff at
the National Security Council (NSC) would assist them in
efforts to fund the insurance package.

Mr. McFarlane immediately assigned a senior staff
member, Roger J. Robinson, Jr., to oversee the NSC efforts to
obtain the requisite funding. Mr. Robinson worked diligently
with the Overseas Private Investment Corporation (OPIC), a
federal agency, and with Mr. Wallach in this endeavor.

Mr. Rappaport and Mr. Wallach took it upon themselves to
assemble a "salvage package" for the insurance fund. The
salvage package was to be a readily available fund of money
from which OPIC and another co-insurer could obtain reimburse-
ment in the event Israel broke its commitment and damaged the
pipeline.

Mr. Wallach kept Mr. Meese informed throughout the
summer and fall of 1985 of the progress in assembling the .
political risk insurance package and a salvage package for the
insurers. In promoting the project during this time period,
Mr. Wallach met with Mr. Rappaport, United States government
officials, Jordanian government officials, private lending
institutions, and others.

In mid-August 1985, Mr. Wallach received a fee of

$150,000 for his services to Mr. Rappaport. At Mr. Wallach's
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specific request, Mr. Rappaport wired the $150,000 to
Mr. Chinn's bank.8/

In mid-September 1985, Mr. Rappaport obtained from
Prime Minister Peres a hand-written letter from the Prime
Minister addressed to Attorney General Meese. Mr. Rappaport
summoned Mr. Wallach to Geneva to relate the circumstances of
his receipt of the letter and to give Mr. Wallach the letter
for delivery to Mr. Meese.

Mr. Peres told Mr. Meese in the letter that he was
"following with great interest the projected pipeline from
Irag to Jordan as a possible additive to introduce economic
consideration to this troubled land." He indicated that he
"would go a long way to help [the pipeline project] out." The
Prime Minister requested that Mr. Meese arrange a contact on.
the pipeline matter with the appropriate United States
official. He ended by noting that he had "asked my friends

Bruce and Bob to let you know the whole story," and would

8/ Expense reimbursements of approximately $32,000 from

Mr. Rappaport were concealed in Mr. Wallach's accounting
records. Mr. Wallach failed to report the $150,000 as income
in 1985, or pay taxes on it, in possible violation of 26
U.S.C. § 7201. When the independent counsel requested
production of certain of Mr. Wallach's federal income tax
returns, Mr. Wallach informed his tax lawyer of the income,
who promptly filed an amended income tax return in June 1987.
The independent counsel is referring this matter pertaining to
Mr. Wallach to the Department of Justice Tax Division for
further investigation and possible prosecution.
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"depend on [Mr. Meese's)] judgment about the best way to handle
this matter."

Mr. Wallach personally delivered the letter to
Mr. Meese on or about September 25, 1985, along with two
memoranda from Mr. Wallach to Mr. Meese of that date. The
memoranda reiterated the history of the United States
government involvement in the pipeline project since May of
1985. In the memoranda, Mr. Wallach explained the purported
significance of, and sensitivities involved in, the Israeli
security guarantee issue, and urged a direct United States
commitment to the funding of the salvage package.

In one of the memoranda which was labeled "Personal
and Confidential -- FOR YOUR EYES ONLY," Mr. Wallach
emphasized Mr. Rappaport's ties to the Israeli Labor Party,
and spoke in positive terms of the United States' interests in
a strong Israeli Labor Party. Mr. Wallach wrote:

B.R. has been financing private polls for
quite a long time in Israel on behalf of
labor-Peres. They demonstrate an increasing
strength for labor and the high probability of
elections, no later than March 1986.

He confirmed the arrangement with Peres to
the effect that Israel will receive somewhere
between $65-70 million a year for ten years out
of the conclusion of the project. What was
also indicated to me, and which would be denied
everywhere, is that a portion of those funds
will go directly to Labor.

In the second memorandum of September 25, 1985, Mr.

Wallach told Mr. Meese of a "never-to-be-stated but fully
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understood quid pro guo which helped to produce the commitment
by the friendly country [Israel]”" to the security package.

Upon receiving the Prime Minister's letter and Mr.
Wallach's memoranda, Mr. Meese sought Mr. McFarlane's advice
as to how to respond to Mr. Peres. Mr. Meese did not inform
Mr. McFarlane of the alleged secret arrangement to provide tﬁe
Israeli Labor Party with a portion of the oil pipeline
profits.

After consulting with Mr. McFarlane, Mr. Meese sent
a handwritten letter to Mr. Peres in which he suggested that
Mr. Peres discuss the pipeline project with Mr. McFarlane.
This exchange of correspondence and the second contact by
Mr. Meese with Mr. McFarlane on this subject sparked renewed
interest and activity by Mr. McFarlane and the NSC staff,
despite reports from intelligence sources at the time that the
Government of Iraq had lost interest in the Agaba pipeline
project and was developing, instead, two other pipeline
projects.

NSC staff member David G. Wigg, Mr. Robinson's
successor, accompanied Mr. Wallach to a meeting with the
President of OPIC, Craig A. Nalen, at which Mr. Wallach made a
new proposal for dealing with the salvage fund problem. Mr.
Wallach proposed a novel plan whereby Israel would agree to
assign to OPIC and the private co-insurer, Citibank, its
"right* to future United States government foreign aid funds,

if Israel disrupted the pipeline.
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OPIC General Counsel Robert G. Shanks prepared a
jetter seeking a legal opinion on the matter from the
pepartment of Justice. Mr. Wallach insisted that the letter
be addressed only to the attention of Mr..Meese; When
Mr. Shanks explained that the Department of Justice procedure
was to route a request for a legal opinion to the Office of
Legal Counsel, Mr. Wallach continued to insist, nevertheless,
that the letter be addressed and seat only to Mr. Meese.

Meanwhile, Mr. Wallach solicited the assistance of
Allan Gerson, Deputy Assistant Attorney General for the Office
of Legal Counsel, whom Mr. Wallach had recommended Mr. Meese
hire for that position. Mr. Wallach informed Mr. Gerson that
OPIC would be sending a request for a legal opinion to the
Attorney General, and that Mr. Gerson was to prepare a
positive response to the request. Mr. ﬁallach advised Mr.
Gerson that this was an extremely sensitive matter of
importance to éhe Prime Minister of Israel, and that the
project had the full backing of the NSC and of Mr. Meese.

Mr. Wallach also cautioned Mr. Gerson that no one else except
Mr. Wallach and the Attorney General should know that
Mr. Gerson would be preparing the legal opinion for OPIC.

When Mr. Gerson informed Mr. Meese that he was
working with Mr. Wallach on the legal opinion, Mr. Meese
expressed awareness of the matter and sanctioned Mr. Gerson's

actions.
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Thereafter, Mr. Gerson drafted a memorandum of law
responding to the request for a legal opinion. The Attorney
General recalled that he may have shown the memorandum to
Mr. Wallach. However, after Messrs. Gerson, Wallach and Meese
learned that OPIC General Counsel Shanks had sent a blind copy
of the request for the legal opinion to the Office of Legal
Counsel, Mr. Wallach abandoned his foreign aid assignment
proposal.

During this same time period, in mid-October 1985,
Prime Minister Peres visited Washington, D.C., and New York
City. During a reception at the Embassy of Israel in
Washington, Messrs. Meese and Wallach together and separately
engaged in private conversations with Mr. Peres in which the
Prime Minister reiterated his personal interest in the pipe-
line project and his willingness to supply his government's
guarantees on the security issue.

Within a week of the reception, Mr. Wallach and
Mr. Wigg traveled to New York City and met privately with
Prime Minister Peres. They presented him with a proposed
letter of guarantee for his signature. This letter wéé
redrafted by associates of Mr. Peres in consultation with
Mr. Rappaport. Thereafter, on November 20, 1985, Prime
Minister Peres sent a letter to Mr. McFarlane, in which he
stated that his government was prepared to give the agreed

guarantees with respect to the security of the Agaba pipeline.



3747

After the failure to obtain a favorable opinion from
the Department of Justice for the use of United States foreign
aid funds, Messrs. Wallach and Wigg decided to explore an
alternative plan which also would have involved funding the
jnsurance salvage package with United States government funds.
From late October through mid-December, 1985, Mr. Wigg worked
with two Department of Defense lawyers outside of regqular
channels to devise a novel plan whereby Israel would receive
an additional appropriation of $375 million in Foreign
Military Sales (FMS) Assistance funds from the United States,
and Israel would place the funds in an offshore escrow
account. If Israel took no hostile acts against the pipeline,
it could retain the $375 million; if Israel damaged the
pipeline by hostile action, the insurers could obtain reim-
bursement from the escrow account. The plan ultimately took
the form of a proposed National Security Decision Directive
(NSDD) for the signature of the President of the United
States. '

The proposed plan eventually was rejected by the ne&
National Security Advisor, Admiral John Poindexter, upon the
advice of a former National Security Advisor, Judge William P.

Clark. Judge Clark characterized the Israeli security
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guarantee arrangements and the proposed NSDD as a "protection
racket."g/

Mr. Wallach reported to Mr. Rappaport in December
1985 and February 1986 that "his friend" -- Mrf'Meese -— would
continue to support them on the project, despite “"transition
events (the departure of Mr. McFarlane in December 1985 as
National Security Advisor), holidays, and other priorities
« « «+" In December 1985, Mr. Wallach wrote that "I have
assurance from my friend that if necessary, he will engage [a]
new person on project." In February 1886, Mr. Wallach wrote
to Mr. Rappaport that he "met with my friend, who will
personally contact J.P. [John Poindexter] to arrange meeting
for me, if it is necessary to obtain signature of his superior
[President Reagan]" on the NSDD for the FMS plan.

Mr. Meese told the office of independent counsel
that he did not recall contacting Mr. Poindexter on the
matter, but that he may have told Mr. Wallach that he would
make an introductory telephone call for him.

Although Mr. Meese told the office of independent
counsel that he has no recollection of the specifics of any

conversation with Mr. Wallach concerning the ARqaba pipeline

project or of any of the details of Mr. Wallach's efforts in

9/ Judge Clark had been approached in the summer of 1985 by
Messrs. Wallach and McFarlane to assist in the Agaba pipeline
matter, but did nothing to assist the project principally
because of his concerns about Mr. Wallach's indiscretions.
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connect‘ion with the project, he has a general recollection .of
Mr. Wallach's telling him through the winter of 1985, about
his activities in connection with the pipeline matter.

The NSDD apparently was never presented to the
president. The Agaba pipeline was never built. When it
pecame obvious in January and February, 1986, that Mr. Wallach
could no longer deliver the necessary NSC support,

Hr. Rappaport dispensed with his services.

The evidence developed by the independent counsel
shows that Mr. Meese, upon learning from Mr. Wallach of
Mr. Rappaport's statements about a promised covert payment to
the Israeli Labor party, took no action to terminate United
States government involvement in the Agaba pipeline project or
even to notify other United States government authorities of
the possible existence of an illegal scheme. Instead, he took
acts to further the commercial enterprise. Thus, if an
illegal bribery scheme actually was afoot, as the Wallach
memoranda suggested, Mr. Meese's actions would have furthered
the scheme.

There is no direct evidence, apart from
Mr. Wallach's September 25, 1985 memoranda, that a bribe was
Or would be offered to any official of the Israeli Labor
Party. The independent counsel has determined that the
available admissible evidence is insufficient to conclude that
Mr. Meese's activities in furtherance of the pipeline project

Violated the Foreign Corrupt Practices Act.
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Copyright 1988 The New York Times Company
The New York Times

March 6, 1988, Sunday, Late City Final Edition
SECTION: Section 1; Part 1, Page 18, Column 1; Foreign Desk
LENGTH: 1945 words
HEADLINE: Secking Testimony in Pipeline Case: Immunity Given to a Secretive Swiss
BYLINE: By JEFF GERTH with STEPHEN ENGELBERG, Special to the New York Times
DATELINE: WASHINGTON, March 5

BODY:

James C. McKay, the special prosecutor investigating Attorney General Edwin Meese 3d, has given
imumunity from prosecution to Bruce Rappaport, the Swiss business executive who was at the center of a
Mideast pipeline project, according to people familiar with the inquiry.

The move to secure Mr. Rappaport's cooperation is significant because it suggests that Mr. McKay is
entering the final phase of his inquiry with a decision likely soon on whether to return indictmeants in the
investigation.

Mr. McKay is investigating whether the Irag-to-Jordan pipeline, which was never built, involved plans
to make payments to the Israeli Labor Party. That proposal was mentioned in a memo sent to Mr. Meese
by E. Robert Wallach, a close friend who was serving as Mr. Rappaport's lawyer in the project.

Mr. Wallach is under indictment in a separate case and has declined to cooperate with prosecutors,
making Mr. Rappaport a crucial witness. If Mr. McKay hopes to bring an indictment against Mr. Meese
involving the Federal law barring Americans from participating in actual or planned payoffs to foreign
officials, he would have to establish that there was a conspiracy to make such payments, according to
legal experts. Mr. McKay could bring charges against Mr. Meese if he could show that the Attorney
General aided and abetted a conspiracy.

A Review of Dealings: Relationships Overseas

As a Swiss citizen, Mr. Rappaport is beyond the reach of a subpoena issued by an American court, so
granting immunity from prosecution would be a way to get him to testify.

The granting of immunity to Mr. Rappaport was first disclosed by The Washington Post today. Mr.
Rappaport has denied ever planning to make payoffs to the Labor Party.
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A review of some of Mr. Rappaport's previous business dealings overseas, based on interviews with past
associates and foreign officials, shows that questions have arisen before about his personal and financial
relationships to top officials in the governments with which he was doing business.

Government officials said Mr. Rappaport's business history is relevant to Mr. McKay's inquiry because
the law barring payments to foreign officials or foreign political parties covers American concerns
"knowing or having reason to know" payments will be offered or promised.

American officials have said they did not look into Mr. Rappaport's previous dealings before they
invited him to the White House situation room for a meeting on June 24, 1985, that led to a high-level
endorsement of the project.

However, William P. Clark, the former national security adviser who was scheduled to be involved in
the pipeline effort, dropped his support for it after a briefing later that year from American intelligence
officials who raised questions about Mr. Rappaport's business practices and ties to Israel.

‘While the exact contents of Mr. Clark's intelligence brefing could not be learned, interviews with
associates disclose that:

* A Geneva bank controlled by Mr. Rappaport lent money to the President and the Oil Mimster of the
African nation of Gabon, which made an oil deal with him in 1979. Later the Government discovered
that under the terms of the contract, Mr. Rappaport at one point was buying crude oil from Gabon at $12
to $14 a barrel less than what Gabon had to pay French oil companies to produce it for them. The
contract ended in a net arbitration award of $25.6 million to Gabon, according to American and foreign
officials.

* Mr. Rappaport's shipping contracts with Pertamina, the Indonesian state-owned oil company, spawned
a widely publicized legal dispute in the 1970's. Mr. Rappaport declared a victory when he settled his
more than $1 billion in claims against Indonesia for several hundred million dollars. One focus of that
dispute was Mr. Rappaport's relationship with the head of Pertamina, including a $2.5 million dollar
loan from Mr. Rappaport's bank to the official that was not repaid. The Indonesian authorities
temporarily put the official under house arrest for suspected improper dealings in the dispute, but Mr.
Rappaport called the loan proper.

* Mr. Rappaport renegotiated a refinery contract with the Government of Antigua after questions were
raised about whether he was making excessive profits under the contract, according to officials in
Antigua. Antiguan officials have had a series of financial and social relationships with Mr. Rappaport
and his banks, according to these officials. The Indonesia litigation received widespread press coverage
at the time and was one of the items mentioned in a background paper on Mr. Rappaport by the Central
Intelligence Agency, officials said. In addition, the State Department was informed about some of the
details of the dispute over the contract in Gabon, according to Administration officials.

A Penchant for Secrecy With a Base in Geneva

Mr. Rappaport declined repeated written requests for an interview as did his lawyers and aides. Mr.
Rappaport has said previously that all of his business dealings are legal and proper and that no improper
payments to the Israeli Labor Party were planned as part of the piepline deal.

Mr. Meese has denied any wrongdoing and said he did not recall reading the memo describing the Israeli
payments and Mr. Peres has said no such proposal was ever made.

There are few details publicly available about Mr. Rappaport. He was born about 65 years ago in Haifa,
which is now part of Israel but was then part of the British mandate.

He exhibits a penchant for secrecy in business dealings. From his base in Geneva he became involved in
shipping, finance and oil trading, with dealings in Oman, Liberia, Nigeria, Haiti, Thailand and Belgium.
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Bruce Rappaport of Geneva. He still has ties to Israel.

He has given large contributions to Israeli schools and medical facilities. According to Mr. Wallach's
memo to Mr. Meese, Mr. Rappaport has also financed private polls on behalf of the Labor Party. In
1966, he set up the Inter Maritime Bank in Geneva and also made his first deal with Indonesia.

The key contracts in the deal, under which Mr. Rappaport was to supply a fleet of o1l tankers to
Indonesta, were negotiated by Gen. Ibnu Sutowo, the head of Pertamina.

The Indonesian Government later complained that the contracts were inflated and overly favorable to
Mr. Rappaport.

Lawsuits and Loans: How the Deals Evolved

Indonesia, in the face of a financial crisis, stopped paying its debts to Mr. Rappaport. In a lawsuit that
followed, Indonesia found evidence that some notes issued to Mr. Rappaport by Pertamina as part of the
contract had been executed at about the time Mr. Rappaport's bank in Geneva provided him with the
$2.5 million loan.

Mr. Sutowo said the loan was not repaid. Mr. Rappaport said it was a fully documented commercial
transaction that was meant to be an investment by Geuneral Sutowo.

In 1979 the Swiss Oil Company, a Cayman Islands company controlled by Mr. Rappaport, signed a
long-term contract to buy oil from Gabon. Mr. Rappaport's help for key government officials in Gabon
included loans from his bank in Geneva to President Omar Bongo and the then Energy Minister,
Edouard Alexi M'Bouy-Boutzit, the officials also said. In the 1970's it was not uncommon for foreigners
doing business in Gabon, including American companies, to make payments to Gabon officials to secure
busmess according to American officials and disclosures to the Securities and Exchange Commission
by American companies.

By the early 1980's, Gabon concluded it was losing money on its contract with Mr. Rappaport. At one
point the contract's pricing clause resulted in Gabon onc of the richest black nations i Africa, selling oil
to Mr. Rappaport at $12-$14 a barre] less than what the country had paid for the same oil, officials said.

Reports sent back to Washington at the time by American officials estimated that Gabon had lost
$80-$100 million in one year as a result of the Rappaport contract, according to officials.

An adviser to President Bongo said that eventually "when we showed Bongo the consequences of what
he had signed, he said T've been taken,' he was shattered.” By 1982, Mr. M'bouy Boutzit was quietly
replaced as the Energy Minister. In addition, extensive discussions ensued between Gabon and Mr.
Rappaport over renegotiation of the contract, but talks broke down after Gabon terminated the pact and
Mr. Rappaport then took two tankers full of Gabonese oil and declined to pay for them, according to
officials.

In 1983 the dispute was submitted to an international arbitration panel that decided last year that Gabon
was entitled to recover a net of $25.6 million from Mr. Rappaport, according to officials. Mr. Rappaport
has appealed the award, which comes to more than $40 million with the inclusion of back interest, in a
French court, officials also said. Though the appeal is still pending, Gabon has begun court proceedings
against Mr. Rappaport’s assets in several countries to try and recover the award, officials said.

A Monopoly in Antigua: Payments Are Agreed

Spokesmen for Gabon declined to comment and referred inquiries to the Government's lawyers, who
also would not talk about the case. Mr. Rappaport's lawyers also declined to discuss the dispute.

Soon after he made the deal in Gabon, in January 1980, Mr. Rappaport's company bought a 75 percent
interest in an oil refinery from the Government of Antigua in retumn for $6 million, according to Lester
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Bird, the Antiguan Deputy Prime Minister, In addition, Antigua granted Mr. Rappaport a near monopoly
on fuel oil sales on the island, a concession that had provided significant revenues for Antigua, Mr. Bird
also said.

Mr. Rappaport only paid $600,000 of the $6 million purchase price, Mr. Bird said, because "the
agreement called for repayment after the refinery opened for a proscribed period, but it never opened
long enough, so there was no repayment.”

Mr. Rappaport did make a sizable investment in the refinery and turned it into a storage facility, making
millions of dollars a year from the fuel oil concession he received.

By last year, considerable pressure had mounted within Antigua over the agreement and the monopoly
profits made by Mr. Rappaport, including protests from unions whose members were upset because the
promised refinery jobs never developed, according to Mr. Bird and Robin Bascus, an Antiguan senator
and union official.

Under the new agreement, Mr. Rappaport paid $1 million to Antigua last year and agreed to future
payments of $500,000 per year, said Mr. Bird, who added that these payments by Mr. Rappaport to
Antigua, "represent 10 to 15 percent of what he makes on fuel o11."

Mr. Bird, who said he had been a guest on Mr. Rappaport's yacht and had received a loan from Mr.
Rappaport's bank in Antigua, said his dealings with the Swiss executive were entirely proper. Mr. Bird
said the loan was negotiated without Mr. Rappaport's involvement and has been partly paid back.

Last spring, before the new agreement with Mr. Rappaport was signed, Mr. Rappaport arranged for his
foundation to endow an academic program in the United States in honor of Vere Bird, the Prime
Minister of Antigua, and the father of Lester Bird.

According to a senior Antiguan official and an Antiguan newspaper report, Mr. Rappaport paid the
expenses of Prime Minister Bird and his entourage on the trip to New York. Lester Bird said he was not
on the trip and knew nothing about the expenses. Prime Mimster Bird did not return a phone call.

GRAPHIC: Photos of Bruce Rappaport, Swiss multi-millionaire (NYT); E. Robert Wallach, Mr.
Rappaport's attorney (AP, 1976); Lester Bird, Deputy Prime Minister of Antigua (NYT/Joseph B.
Treaster); Edwin Meese 3d, Attorney General (NYT/Jose R. Lopez)
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"If there were any doubt in my mind that four years from now you could look back and say Ed Meese
has not fulfilled the standards that I've set for this office, then I would retire right now and withdraw."
- Edwin Meese III in testimony before the Senate Judiciary Committee in 1985,

When Edwin Meese III was confirmed as attorney general in 1985, after a 13month investigation into
his irregular finances, he promised to "bend over backwards" to avoid even the appearance of future
ethical violations.

Meese at that time promised his critics that in 1989 they would be able to look back on his tenure and
say that he had met the high ethical standards expected of the nation's chief law-enforcement officer.

His critics say he broke that promise.

In fact, controversy over Meese's ethics has continued unabated, fueled anew Tuesday when two of his
top aides and four of their assistants resigned over concem that their feputations and the department's
were being tarnished by the attorney general. Meese's critics, mostly Democrats, say that since he joined
the government in 1981, his conduct has shown a persistent disregard for ethical considerations and that
several of his friends and associates have benefited from his official actions. Meese's defenders - chief
among them his old friend, Ronald Reagan - say that Meese is the victim of partisan attacks and will
ultimately be cleared. At worst, some say, Meese is guilty only of letting friends use him to gain access
to Washington's power elite.
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While more than 100 Reagan appointees have left office under an ethical cloud, Meese has set a record
of sorts by thus far surviving the scrutiny of three special federal prosecutors, including that of
Iran-contra prosecutor Lawrence Walsh.

But the most recent Meese imbroglio being investigated by special prosecutor James McKay may be the
most serious. The allegations include charges that in 1985 he failed to investigate a plan to pay Israeli
politicians in an alleged effort to protect a proposed Iragi oil pipeline from Israeli attack. Also,
documents suggest Meese may have profited personally from legal fees paid in conjunction with the
pipeline deal.

Whatever legal consequences Meese and his associates may face, the ethical controversy has become 2
minor campaign issue. It has put the vice president, George Bush, on the defense.

"T'm tired of being embarrassed. I'm tired of our children seeing things that should embarrass us ali,"
Bush, the front-runner in the race for the Republican nomination, said this month. That statement was
viewed by many as a modest attempt by Bush to distance himself from corruption scandals that have
plagued the Reagan administration and could eventually taint his run for the presidency. Bush said he
was "personally disturbed at the breaches of ethics I have seen the past few years in government. Once
elected, I'd appoint an ethics panel to work right there in the White House.”

Bush's remarks came as pressure for Meese to step aside has increased. The day before Bush's remarks,
11 Democratic members of the House Judiciary Committee asked Meese to step aside until
investigations into his conduct were finished.

"For three years, Meese has operated under a cloud of suspicious conduct and serious allegations of
criminal activity,” said Rep. Mike Synar (DOkla.), referring to Meese's tenure as attorney general.

"The pervasive perception that you have allowed personal considerations to encroach on your
constitutional responsibilities threatens to breed contempt for your office, your administration and the
rule of law itself,” the 11 congressmen said in a letter to Meese.

Mesese, for his part, said that there was no reason for him to leave office and that recurting investigations
into his conduct have not "detracted from my ability to do my job."

"Obviously I shouldn't step aside, because if honest public officials can be hounded out of office by
partisan political attacks, by media barrages, then no one as a public official is safe," Meese told ABC
News reporters last week.

Nevertheless, Meese's tenure has been a highwire act in which he has thus far avoided prosecution:

Senate Judiciary Committee investigators, a special federal prosecutor and newspaper zccounts disclosed
that in 1981-82, when Meese was White House counselor, he borrowed more than $ 475,000 froma
friend, a San Diego Bank and his tax accountant and failed to list those loans on annual financial
disclosure statements. He failed to repay the loans for months and in some cases years. And in the
interim, 11 persons, including the friend, officers of the San Diego bank, the accountant and others
connected with the loans received high-level federal jobs. Meese was a member of a three-man
committee in the White House that approved White House patronage positions. The special prosecutor
found no criminal violations but refused to say whether Meese's actions were unethical.

In 1985, Meese promised the Senate that he would sell his stocks, conservatively valued at $ 50,000 to §
100,000. Among those stocks were 17 shares of regional telephone companies. Meese later that year
signed off on crucial Justice Department decisions that, if adopted, would have benefited those telephone
companies. In 1987, Meese disclosed during a special prosecutor's investigation that he had not been
able to sell his regional telephone company stocks because he had lost the stock certificates.

Still, he insisted no conflict of interest existed because he had given control of the stocks to his broker
when he had sold his other stocks.
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In 1982, Meese ordered an aide to ensure that the Wedtech Corp., then an obscure South Bronx machine
shop, would get a "fair hearing" in its contract dispute with the Army. Wedtech subsequently received a
$ 32 million contract, over the objections of Army officials, to build 13,000 six-horsepower engines
even though Wedtech had never built internal combustion engines and had no engine assembly line.
Meese's longtime friend and former defense lawyer and Meese's stock broker were eventually indicted
on charges of sharing more than $ 1 million paid by Wedtech to influence Meese. Meese is still under
investigation in that case.

Special prosecutor Walsh has called Meese before the Iran-contra grand jury at least half a dozen times.
Meese's role in the initial investigation of the illegal diversion of money to the Nicaraguan rebels was
severely criticized by congressional investigators.

They said Meese failed to take adequate notes of crucial conversations, failed to bring in the FBI and
veteran criminal prosecutors and allowed Lt. Col. Oliver North time to shred reams of documents.
Meese is not expected to be prosecuted.

Long before Meese went to the White House, he developed a reputation for organizational sloppiness

and forgetfulness, according to Reagan administration colleagues. In fact, as early as 1979 and before

any hint of scandal surfaced, Meese's briefcase had jokingly been termed a "black hole" that sucked in
memos that were never to be seen again.

A former White House colleague who is now supporting Bush's presidential candidacy told the National
Journal that Meese's latest trouble was "not so much a scandal as an indication of a guy who is prone to
being used, and in some cases abused, by his friends.”

Throughout Meese's ethical travails, one Meese friend has provided a common thread. E. Robert
Wallach, who has been Meese's fiiend since law school and who has been indicted in the Wedtech
scandal, has figured in each of Meese's brushes with the law. That relationship, the Bush supporter said,
is indicative of an "element of stupidity and suspect judgment.”

Wallach, who was Meese's defense lawyer during the first special prosecutor's probe in 1984, had urged
Meese to help Wedtech. Wallach set up meetings at which regional telephone company executives asked
Meese to urge a federal judge to allow them to provide longdistance service. Meese agreed.

Wallach involved Meese in the Iraqi pipeline scheme by asking for a meeting between a Swiss financier
involved in the deal and then-national security adviser Robert McFarlane.

Wallach's attorneys have maintained that Wallach and Meese are innocent.

While it is clear that friends of Meese's have been aided by his official actions, government investigators
have said it may be impossible to prove ironclad links between Meese's actions and his friends’
advancements. While Meese's role in the pipeline scheme may be the most serious in a series of
troubling episodes, they said, it is far from clear whether Meese is any closer to indictment than when
the inquiries began.

The Foreign Corrupt Practices Act makes it a federal crime for an American citizen or corporation to
bribe foreign officials. It is also a crime if a third party, acting as the American's agent, conspires to
bribe a foreign official.

Meese is the focus of a special federal prosecutor's investigation into allegations that in late 1985 he
failed to act on knowledge that Israeli politicians were to be paid off to protect 2 proposed $ 1-billion
Iraqi oil pipeline. Government investigators have said a $ 150,000 payment to Wallach from pipeline
negotiators was apparently used to benefit Meese's stock portfolio unlawfully.

Government investigators and officials said that the proposed payment to the Israeli Labor Party was one
of the many machinations in a complex scheme to build a pipeline from Iragi oilfields to the Jordanian
Red Sea port of Agaba. But the pipeline was never built. If the pipeline had been built, it would have
given the Iraqis an altemnative oil-export route that would have avoided the dangerous sea lanes of the
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The Bechtel Group, the giant San Francisco-based construction firm, wanted to build the proposed
pipeline, but Iraqi government officials were afraid that Israel, which had destroyed an Iragi nuclear
reactor, might bomb the pipeline. The Iraqis wanted a guarantee that Israel would not harm the pipeline,
at least until the $ 1 billion construction loan had been repaid from profits on the sale of pipeline oil.

In early 1985, Bechtel turned to Bruce Rappaport, a Swiss financier with close ties to high-level Israeli
officials. Rappaport was promised distribution rights to the oil if he could satisfy the Iraqis' insurance
needs. Rappaport secured a letter from then-Israeli prime minister Shimon Peres that Israel would not
destroy the pipeline. But the Iraqis wanted better insurance. They wanted money deposited in New York
banks and letters of credit of up to $ 400 million to insure the pipeline against Israeli sabotage.

Rappaport turned to Wallach after hearing of his close ties to Meese. At Wallach's urging, Meese
arranged a meeting with then-national= security adviser McFarlane, saying the project was worthy of
consideration. Rappaport and Wallach met with McFarlane, who gave the project his blessing, saying
completion of the pipeline was important to the national interests of the United States.

With McFarlane's blessing in hand, Wallach renewed negotiations with the Overseas Private Investment
Corp., a quasi-governmental organization that insures American firms opearating abroad against
political risks. Officials of the investment corporation were reluctant to take a project that big; but
feeling that they were under pressure from the White House, they tried to work with Rappaport and
Wallach to arrange an insurance package.

Amid a bewildering array of insurance propesals and counterproposals - including a suggestion by the
Rappaport-Wallach team that U.S. foreign aid funds earmarked for Israel could be diverted to 1ts avowed
enemy, Iraq, if Israel bombed the pipeline - Wallach wrote Meese a memo in September, 198s.

Complaining that the insurance negotiations were going nowhere, Wallach gave Meese a handwritten
letter from Peres and, in the memo, said Peres should get high-level assurances that the U.S. government
was interested in seeing the pipeline built. Wallach also wrote that Israel would receive about § 650
million to $ 700 million from Rappaport's oil distribution profits and that a portion of the money would
go directly to the Israeli Labor Party headed by Peres.

According to government investigators, in August, 1985, Rappaport sent $ 150,000 to the Bank of
America account of San Francisco stock broker W. Franklyn Chinn, financial adviser to Wallach and
Meese, who was indicted with Wallach in the Wedtech affair. The money was payment for Wallach's
services on behalf of the pipeline, according to sources familiar with the investigation.

Shortly after that, $ 150,000 was transferred from Chinn's Bank of America account to Chinn's stock
trading account at the Imperial Trust brokerage house, according to government investigators. At
Imperial, Chinn created a pool account that drew funds from his own account, one maintained for Meese
and also from other accounts as needed to make stock purchases.

This commingling of funds raises the possibility that Wallach's money was used to benefit Meese, but
lawyers for Wallach and Meese deny this. It is a violation of Securities and Exchange Commission
regulations for a broker to use someone else's money on behalf of a client and a violation of federal
conflictof-interest laws for high-level officials to accept expensive gifts or undeclared loans.

If it can be proven that Rappaport, and in turn Watlach, were acting as agents for Bechtel in the pipeline
negotiations, and the proposed payments to the Labor Party were in fact intended as a bribe to protect
the pipeline, Meese could be charged with conspiracy, according to government investigators.

In defending its actions, Bechtel has insisted that Rappaport was its partner, not an agent acting on the
firm's behalf. Therefore, if a bribe were intended, it would have emanated from Rappaport, a Swiss
citizen. Rappaport and lawyers for Wallach and Meese have said no bribe was intended, and Meese has
said that he doesn't think the memo alludes to a crime.
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whether Meese took such action with the intent to enrich himself or his friends.

Meese has denied repeatedly that any of his actions were improper. He has said that he did ot know
what Chinn did with his money and that none of his official decisions have been made in an effort to
reward anyone.

The Special Investigations

One independent counsel's investigation of Meese has been completed, and two more are continuing.

James McKay
Ongoing investigation into:

Meese's involvement in proposed Iraqi pipeline deal. Including allegations that he knew of but failed to
investigate, a plan to pay Israeli politicians in return for protection of the pipeline.

Meese's ties to the scandal plagued Wedtech Corp., which received an Army contract after his deputy's
intercession. At the time, in 1982, Meese's old friend, E. Robert Wallach, was working to procure the
contract for Wedtech. In 1985 Meese hired W. Franklyn Chinn, a Wedtech consultant, as his investment
adviser.

Meese's favorable decision regarding regional Bell telephone companies at a time he owned an estimated
3 14,000 in telephone stock.

Lawrence Walsh.

Investigation into the Iran-Contra scandal includes a review of Meese's role. However, he is not a target
of the probe and it is considered highly unlikely that he would be charged. Questions concern:

His ordering of a delay of an FBI investigation into the crash of a plane carrying arms to the contras.
Meese has said he delayed it only because John Poindexter, then national security adviser, told him it
could endanger the hostages in Lebanon.

His conduct of the initial probe that discovered the diversion of arms sales profits for contra aid. In that
probe, he failed to ask some pertinent questions, took inadequate notes and neglected to secure White
House documents.

Jacob Stein

Investegation concluded before Meese's confirmation as attorney general in 1985. Stein's probe found
that bank officers, friends and associates who had loaned money to Meese, then White House counselor,
later had been appointed to government jobs. Stein reported that while many of Meese's actions were
unusual, no criminal conduct could be proved. He declined to render an opinion on the ethics of Meese's
conduct.

GRAPHIC: Photos-1) Edwin Meese 11 (4 C 3/28/88). 2) James McKay. 3) Lawrence Walsh. 4) Jacob
Stein. Graphic-The Special Investigations. One independent counsel's investigation of Meese has been
completed, and two more are continuing-See end of text
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A $1 billion legal war raging across three continents, pitting Pertamina, Indonesia‘s state-owned
oil company, against Swis-based tanker operator Bruce Rappaport, has suddenly reached a
crucial stage. At issue is payment for 15 ships chartered by Pertamina and provided by
Rappaport. Last week the oil campany scored an important victory in Singapore's highest court,
regaining possession of a company-owned ship that Rappaport had attached. Rappaport, in turn,
has come up with a new plan for an out-of-court settlement while alse moving for a quick
judgement against Pertamina in a New York court.

Meanwhile, pressure on both sides to settle the battle has increased. Bankers are unable to
complete the tough job of untangling Indonesia's $6 billion in international debt until the issue is
decided. And U.S. bankers, having watched their $925 millicn in loans to Indonesia go into
technical default because of the legal wrangling, are espe cially distressed. Morgan Guaranty Trust
Co, alone led two syndicates that raised some $850 million for Indonesia. Rappaport's own
creditors, including Japan’s Sanko Steamship Co., are beginning to sue for back payments, and
they, too, would like the matter ended.

Pappaport's offer

Rappaport has seized the initiative by putting a new settlement plan on the negotiating table. If
Pertamina forks over $260 million and returns the 15 chartered tankers to their owners,
Rappaport says he will drop all claim to $1 billion that he insists the Indonesians owe him as part
of the charter deal. "It's @ moment of truth for the Indonesians," says Rappaport’'s New York
Lawyer, Albert I. Edeiman.

But the Indonesians are not rushing to accept the offer. Noting that Rappaport is asking for just
half of what he wa demanding a few months ago, the Indonesians are sitting tight, hoping to pay
even less. Indonesian Minister of State Reform Sumarlin Last week told BUSINESS WEEK, “The
offer is unacceptable to the Indonesian government.”

However, the Indonesians still face the new motion for summary judgement made against them by
Rappaport in New York. If the judge rules for Rappaport -- and so far he has won nearly all the
courtroom rounds -- Petamina could wind up paying the full $1 billion to Rappaport instead of the
$260 million he has offered to accept.

Roated in politics

while the pressure is on both sides to settle quickly, the roots of the dispute and of Rappaport's
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scene is closely related to his ties with former Pertamina boss Lieutenant General bnu Sutowao.
According to court records, Rappaport first became active in Indonesia in 1966, the year President
Sukarno was overthrown by a group of generals led by Suharto, the current President. Sutowo was
already the top oilman in the country, and when Suharto tood power Sutowo was named to head
Pertamina.

In 1966, Rappaport set up General Maritime Enterprise Co. -- German -- in Indonesia and soon
began supplying small inter-island tankers to Pertamina.

During this period, Rappaport and Sutowe became personal business partners. While Rappaport
was organizing Genmar in Jakarta, he was also setting up the Inter Maritime Bank in Geneva. In
1967 Sutowo joined the bank's board of advisers. Later, to brush up his small bank's image in
Switzerland, Rappaport got Francis J. Galbraith, U.S. ambassador to Indonesia from 1969 to
1974, to join the bank's board of directors.

Growing trouble

By the early 1970s, Rappaport also had hire-purchase contracts with Pertamina for the 15
oceangoing tankers. Pertamina now claims in court that the charters were signed "at rates greatly
in excess of the market rates at the time." In addition, Pertamina says that the high rates were
the result of a conspiracy between Rappaport and the company’s exclusive tanker broker,
Stephan Davids-Mor-elle -- the man appointed to bargain for the cheapest rates avaitable for
PErtamina’s tankers. This is denied by Rappaport's lawyers in New York.

But in 1974 proved to be a disastrous year for both Indonesia and PErtamina. The one fact that
can be established without questions is that the worsening worldwide recession slashed into the
country's oil recession slashed into the country's oil revenues. At the same time, world inflation
pushed interest rates sky-high, and Pertamina, with huge short-term debt, was caught without
enough cash on hand.

Pertamina fell behind in its payments to Rappaport for his small, inter-island tankers, according
to court papers. At the same time, the oceangoing tankers contracted for in the early 1970s began
arriving in Jakarta. By 1974, however, the tanker market had collapsed. Pertamina found itself
paying for a steady stream of new tankers in a depressed tanker market, at prices far above
prevailing rates.

In January, 1975, as Pertamina's finances were crumbling, Sutowo met with Rappaport and
signed 1,600 promissory notes payable in New York. The notes corresponded to the 1,600 monthly
payments due Rappaport for his tanker charters on 15 vessels. In effect, Rappaport got himseif
insurance by receiving liquid I0Us he could present in a New York State court. Four months later,
Sutowa says he requested and received a $2.5 million “interest-free, unsecured personal loan, with
no repayments and no evidence of indebtedness . . ." Rappaport says the money was an
investment in Sutowo's own Bank Pasifik.

By September, 1975, Pertamina was broke, and all tanker payments to Rappaport were cut off.
Only two huge loans organized by Morgan Guaranty saved the day for Pertamina and Indonesia.
By the following summer, Rappaport had taken Pertamina to court to try to collect on his
promissory notes. Rappaport’s own creditors -- the ship-owners from whom he chartered vessels
to subcharter to Pertamina els to subcharter to Pertamina -- sued him to collect on his I0Us to
them. The big squeeze was on for both players in Pertamina's tanker game, and the question
remains: Who will yield first?

URL: http://www.businessweek.com/index.htmi

GRAPHIC: Picture, Bruce Rappaport: His compromise offer is "unacceptable” to Indonesia -- so
far. Sam Kweskin
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Pak millionaire appeals verdict in BCCI case
London, March 9 (AP}

An impriscned Pakistani shipping tycoon yesterday appezled his 1997 conviction
in the fraud that led to the spectacular failure of the Bank of Credit and
Camrmerce International (BCCI).

Abbas Gokal is serving a 14- year sentence for two counts of conspiracy —
plotting ta commit false accounting and conspiring to defraud beci in a fraudulent
scheme that funneled § 1.2 billion out of the bank. Gokal, 62, received the
strictest sentence of its kind to be meted out by a British court. At the
sentenceing, the judge said Gokal's actions had threatened the integrity of the
entira intemational banking system. Gokal was present at London's law courts for
the start of a hearing before three court of appeal judges. One of the main
grounds of his appeal centers on the circumstances under which he was brought
within this jurisdiction. Gokal was arrested in July 1994 in Frankfurt, Germany, as
his flight from Karachi, Pakistan, to the United States stogped for refueling. He
was extradited to Britain in Dec. 1994 and went on trial in September.

Jurars convicted him after hearing prosecutors from Britain’s serious fraud office
contend that he had siphoned the money out of beci and then used it to pay for
private jets, fancy homes and Rolis Royces. Gokal said hz was innocent and had
to use pubiic assistance to get legal representation.

Other Stories

« Scientist sacked over China espionage row

e Pak. Israel defence ties likely

e SC disallows Benazir’s plea

« US keen on keeping LXTE on bag list

« Cambridge debate on India. Pak

o Dalai source of instability; Ching

» High-tech bandage to stop bleeding instantly
« Diamond-studded gown for Barbie on B'day
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Key player in BCCl fraud loses appeal

By Dan Atkinson
Guardian

Friday March 12, 1999

History's biggest convicted commarcial fraudster, Abbas
Gokal, yesterday lost his appeal against his April 1997
conviction on charges involving £750 million.

The former chairman of the Guif shipping group was a key
player in the $13 billion scardal at Bank of Credit and
Commerce International.

The Court of Appeal rejected Gokal's claim that his conviction
was unsafe and It confirmed the 14-year jail sentence — a
racord in a fraud case — passed al the Old Bailey, along with
the threat of a further three years in prison should he fail to
hand over £2.94 million confiscated by the court. He was
ordered to pay prosecution costs incurred by the appeal.

Gokal, who is serving his sentence: at the high-security
Whitemoor Prison In Cambridgeshlire, was in court to hear the
verdict, dressed in a dark suit and accompanied by a guerd.
Lord Justice Rose said Gokal was at the heart of a highly
sophisticated fraud that had brought about ‘international
consequences of great gravity'.

Serious Fraud Office director Rosalind Wright said: ‘This is a
satisfactory outcome to a very impoartant and immensely
serious case... It sends a clear signal that the courts are
prepared to treat fraud on this scals with great severity.’

Part of the appeal case was that the arrest of Gokal at
Frankfurt airport en route to the US, where he had been
offered immunity by the Manhattan district attomey, rendered
the conviction unsafe. But the thrae Appeal Court judges ruled
this claim unfounded and without substance, adding that
another key appeal point — that the: summing-up of trial judge
Mr Justice Buxton was unfair to Gokal — was also rejectad.

Gokal’s indictment fell into two parts. The first involved vast,
largely fraudulent loans from BCC! to the Gulf group, while the
second involved a ‘mirror fraud to keep BCCI afloat and to fool
auditars Price Waterhouse into believing the loans were
soundly made.
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Document 554 of 775.

Copyright 1985 The Washington Post
The Washington Post

July 28, 1985, Sunday, Final Edition
SECTION: First Section; Al4
LENGTH: 1236 words

HEADLINE: ESM Scandal Extinguished A Rising Star;
Attorney for Failed Securities Firm Asserted Innocence In Suicide Note

BYLINE: By Kathy Sawyer, Washington Post Staff Writer
DATELINE: MIAMI

BODY:

The black clouds of a tropical storm had enveloped the Miami area early last Monday when
hard-charging attorney Stephen Arky left two notes on legal paper, put a .38-cal. revolver to the right
side of his head and pulled the trigger.

One of the notes was to his wife, Marlin, who found her husband dead in the bathroom when she
returned about 10 a.m. to their Coral Gables home from a dental appointment. The note said "he loved
her," but that he was "depressed . . . and couldn't deal with it anymore,” according to Metro-Dade
homicide detective John Butchko.

The other note, addressed "To Whom It May Concern," said this: "As for the ESM matter, I swear now
that I did not know anything about the adverse financial conditions. I am inmocent of any wrongdoing in
that case and so are my partners.”

So ended the life of a 42-year-old lawyer admired by his friends as a principled and decent man. He was
a wily former federal enforcer and scourge of white-collar criminals who built 2 meteoric career on a
reputation as one of the good guys -- until last spring, when he was entangled in the financial crisis that
shook Ohio's savings and loan institutions.

The "ESM" in Arky's note referred to the obscure Fort Lauderdale securities firm whose collapse sent
shock waves through the U.S. investment system, cost professional money handlers at least $250 million
and touched off the Ohio banking crisis. It brought disaster to Arky's father-in-law, Marvin Warner, the
politically connected, high-rolling Cincinnati financier, and apparently death to Arky, whose firm
counted ESM as one of its clients.

It is not yet clear to what extent Arky was involved in ESM's questionable dealings or benefited from
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them. But some of his friends said his fatal depression was born, in large measure, of embarrassment.

Arky had tried a month ago to commit suicide, Detective Butchko said, by taking "some sprt of pills.”
His law partners never knew about it, one of them said.

"Based on things he said to us in the last three weeks, after he suddenly seemed to snap, I think he
believed really he was a burden on us all," said his law partner, Eugene Stearns, who in recent months
has taken on the role of spokesman for Arky. "He thought he was doing us all a favor . . . . It blows us all
away."

Stearns argues that Arky was the innocent target of a vendetta by ESM's receiver and of irresponsible
joumnalism and that the publicity was more than he could take.

Miami attorney Richard Pettigrew, a former assistant to President Jimmy Carter and Arky's first law
partner, said, "I thought he approached everything on the basis of the highest principles."”

Pettigrew, now with the firm of Morgan, Lewis & Bockius and chairman of the Dade County
Democratic Party, added that Arky was "highly aware of where the lines are and that you must stay far
away from them."

"He was very mature in his understanding of the business world . . . and cautious to a fault. I think,
ultimately, this was what was so embarrassing to him, that someone so good at evaluating people and
business could so misplace his confidence.”

Soft-spoken and low-key for a wealthy and ambitious man, Arky was not given to the con-artistry and
extraordinarily high living allegedly associated with some of the primary people in the ESM scandal,
one of whom was reported to own a $78,000 dog.

Until the scandal surfaced five months ago, Arky's life had seemed golden.

"He was the epitome of a young lawyer who had married right and had the right father-in-law and was in
the right business luncheon clubs," said James Russell, business editor of The Miami Herald.

Arky drove an "old Rolls Royce," lived comfortably but not ostentatiously and contributed to various
community insitutions and causes, according to acquaintances. He jogged and played softball
occasionally at his children's school, Pettigrew said.

The son of a St. Louis storekeeper, Arky earned a law degree from Washington University there in 1967
and went to work in 1968 for the Securities and Exchange Commission in Washington.

Stanley Sporkin, Arky's former SEC boss and now general counsel for the Central Intelligence Agency,
said, "He was one of my finest young men."

Arky moved to the SEC's Miami office, where the securities business is reputedly one of the biggest and
most scandal-ridden in the country. At that time, the SEC was in hot pursuit of fraudulent municipal
bond dealers in Memphis, a market in which two of the people who were to found ESM were then
operating.

One of the two was Ronnie Ewton, the "E" in ESM. He and Arky met subsequently when they were in
the Army Reserve, at about the time Arky moved into private practice. It was Arky who introduced his
father-in-law to Ewton, setting the stage for a series of business arrangements between the two.

Following a traditional path, Arky left the SEC to join Pettigrew's firm in 1971 as a corporate and
securities specialist and, Pettigrew said, immediately impressed clients with his expertise.

After that firm dissolved in 1976, the lawyers regrouped as the general commercial firm of Pettigrew,
Arky, Freed, which later became Arky, Freed, Stearns, Watson & Greer, a 55-attomey firm in downtown
Miami.
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At first, the fiom was noted primarily for its youth and aggressiveness. But it got a crucial leg up when it
signed Arky's father-in-law, whose patronage ushered the firm into the high-stakes realm of bank
mergers and no-holds-barred takeover fights.

Arky acknowledged Marvin Warner's role in the law firm's success. But, he told The Miami Herald in
late 1982, Warmner's business would have meant little if the firm had sturnbled in handling it. "He gave us
the entree, and we capitalized on it," Arky said.

ESM's collapse in March precipitated the shutdown of Warner's S&L in Ohio, Home State Savings
Bank. Depositors started a run on the banks when they learned that Home State's loss of $150 million
had wiped out a private insurance fund of $130 million. Gov. Richard F. Celeste ordered the closing of
all 71 institutions insured by that fund.

Arky's law firm was one of several that represented ESM. According to a lawsuit filed by the state of
Ohio and statements by Miami lawyer Thomas Tew, court-appointed trustee for ESM, Arky was given
favorable treatment on his personal account with ESM. In April, in an interim report filed in Fort
Lauderdale district court, Tew named Arky as a "potential” ESM insider for legal purposes, meaning that
payments to him might be recovered.

Stearns says that Arky lost more than $125,000 in his ESM account, which he closed last January.
Arky steadfastly denied Tew's allegations. In April he accused Tew of "viciousness, recklessness and
prejudice” and of improperly using his position to pursue a longstanding "personal vendetta" against
him.

"They're feeling the heat and want me off the case," Tew said, denying Arky's claims in turn.

The feud reportedly dated from 1971, when, as an attorney for the SEC, Arky sued Continental Tobacco
Co. for alleged securities violations. Tew was an investor in and counsel for the tobacco firm.

Tew was in Ohio, testifying at a special state legislative hearing on the ESM case, when he received the
news of Arky's suicide. He continued his testimony but decided to leave out the part dealing with Arky's
favorable treatment.

Tew said, "It's a tragedy -- these issues, nothing is worth a life over.”

GRAPHIC: Picture, Stephen Arky.
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Copyright 1986 McGraw-Hill, Inc.
Business Week

View Related Topics
April 7, 1986
SECTION: LEGAL AFFAIRS; Ethics; Pg. 76
LENGTH: 2112 words
HEADLINE: A QUESTION OF INTEGRITY AT BLUE-CHIP LAW FIRMS

BYLINE: By William B. Glaberson in New York, Pete Engardio in Atlanta, Stan Crock in Covington,
Ky., and Scott Ticer in Los Angeles, with bureau reports

HIGHLIGHT:
ONCE UNTHINKABLE, CHARGES OF FOUL PLAY ARE HITTING PRESTIGIOUS
PARTNERSHIPS

BODY:

Item: A Rogers & Wells lawyer wrote himself a note in 1983 about one of the firm's clients, J. David
Dominelli: "Ponzi scheme. Love to have the business but want to sleep at night." It would be months,
however, before the firm severed its ties to the lucrative client.

Item: As Maryland's thrift industry hurtled toward disaster last spring, regulators tumed for advice to a
bright young lawyer from Venable, Bactjer & Howard, a top Baltimore firm. What most of the
regulators didn't know was that while the lawyer was advising them, his law partners were representing
the very people whose wheeling and dealing at the edge of the law filled the agency's agenda at nearly
every meeting.

Item: In April, 1981, a lawyer from prestigious Cravath, Swaine & Moore quietly made a trip to Geneva
with orders from Cravath chief Smauel Butler. The mission: to get back $1.3 million that client Ashland
Oil Inc. had paid a confidant of the Sultan of Oman. A shareholders' suit claims the trip was part of a
scheme Butler helped devise to circumvent U.S. antibribery laws by retrieving the original payment in
exchange for a new $3 million "finder's fee" to the Sultan's confidant. Butler denies the charge.

What's going on here? We're not talking about sleazy, hole-in-the-wall law firms. These are charter
members of a blue-chip fraternity that has always seemed above reproach. Today, however, their names
are being linked to unsavory allegations that raise serious questions about a profession whose chief asset
ought to be its integrity (table, page 77).
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THE LAW FIRMS

VENABLE, BAETJER & HOWARD

A government report charges this prestigious Maryland law firm with simultaneously representing a
savings and loan regulatory agency and "habitual” violators of the agency's rules. Was this a conflict that
hampered state banking regulation?

CRAVATH, SWAINE & MOORE

A lawsuit charges the presiding partner of this Wall Street firm with recommending that Ashland Oil
make a possibly illegal payment to a foreign government official. Did this alleged advice harm the
company's sharcholders?

ARKY, FREED, STEARNS, WATSON, GREER, WEAVER & HARRIS

Among the charges against this Florida firm is the allegation that it failed to tell one client, an Ohio
savings and loan, that ESM, another client, was insolvent. Were Ohio depositors hurt by the firm's
failure to wam?

ROGERS & WELLS

This New York firm, headed by former Attorney General William P. Rogers, has agreed to pay $40
million to settle a suit filed by Dominelli's former customers. Was the law firm partly responsible for the
customers' losses?

Cravath, considered by many to be the premier corporate law firm in the U.S., is embroiled in litigation
claiming its lawyers helped plan an illegal payoff. Rogers & Wells, headed by former U.S. Attorney
General William P. Rogers, agreed in February to pay $40 million to settle a suit claiming the law firm
contributed to Dominelli's $200 million fraud. Last month, Venable, Baetjer & Howard, the firm of
another former Attorney General, Benjamin R. Civiletti, was sued by depositors for its role in the
Maryland thrift crisis. All the firms say they acted within the law.

The American Bar Assn. estimates that perhaps only two-tenths of a percent of all U.S. lawyers are ever
disciplined by bar committees. And proceedings against the large firms that do major corporate work are
almost unknown. That lack of oversight, together with increasing competition, say ethics experts,
produces arrogance at the elite law firms. "There is hubris there," says Monroe H. Freedman, a
nationally known ethics scholar at Hofstra University Law School. Civiletti himself says: "We should
have lived up to a higher standard." The facts about improprieties of the blue-chip bar "have been
submerged and are going to start to emerge," says Professor Stephen Gillers of New York University
law school.

VENABLE BAETJER

If there was disregard of ethics at Baltimore's Venable, it began years ago. Since the mid-1970s, a
Venable partner served as general counsel to the Maryland Savings Share Insurance Corp. (MSSIC,
pronounced mis-sick), a private agency that insured and regulated the state's thrifts. At the same time,
other Venable lawyers represented various owners of Maryland's savings and loan associations.

Some of the venable clients would eventually be labeled "habitual rule violators" by MSSIC. There is
controversy about how much Venable told MSSIC's chief operating officer about its thrift clients. A
report prepared by Maryland special counsel Wilbur D. Preston Jr., however, says MSSIC's board knew
nothing about the dual representation.

The Preston report says that in 1976, MSSIC asked Venable whether the agency could insure each
account a depositor held, no matter how many there were. Preston says Venable misinterpreted the law
and incorrectly advised the agency that it could. MSSIC's "no-limit" rule brought a huge flow of deposits
into the Maryland thrifts. Eventually, MSSIC would be liable for $76 million in deposits that might not
otherwise have been made. Venable insists its advice was good. Last month, however, Maryland's
attorney general agreed with special counsel Preston. The state is considering suing Venable.
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Over the years, Venable added more S&L clients. Beginning in 1982, it represented the now-infamous
Old Court Savings & Loan Assn. and its then-president, Jeffrey A. Levitt. Levitt, himself 2 lawyer, is the
wily dealmaker whose downfall touched off the Maryland bank run in 1985. He has since been indicted
for stealing millions from Old Court depositors.

Levitt was an important client. Some of his private real estate deals were handled through Venable. One
top Venable partner invested with Levitt. Another represented Levitt in 1979 when Levitt was charged
with unethical conduct and suspended from practice because he lied to a judge. MSSIC's Venable
lawyer, working in the same office as Levitt's Venable lawyer, never mentioned the suspension to
MSSIC, according to the Preston report. Meanwhile, MSSIC approved transactions that gave Levitt
access to millions in depositors’ money.

Civiletti says his firm didn't violate conflict-of-interest rules because it never represented any thrift
clients before MSSIC. But Preston says MSSIC was hurt by "ineffective” advice. Says Preston: "A man
can't serve two masters.”

CRAVATH, SWAINE & MOORE

Samuel Butler was both a lawyer for Ashland and a company director as well as presiding partner of
Cravath. The charges against him, contained in a shareholders' suit, stem from a 1980 decision by Orin
E. Atkins, then Ashland's chairman, to pay $1.3 million to Yehia Omar, a wealthy adviser to the oil-rich
Sultan of Oman. Even Atkins, who denies any wrongdoing, acknowledges the payment was intended to
nait down an oil-supply contract.

There is little agreement as to what happened next. In court documents, Butler says that several months
after he was told about the payment, he learned that Omar was listed as an aide at Oman's Washington
embassy.Thus, although other Ashland advisers differed, Butler was concerned that Omar might be a
government official who legally could not be given a corporate payment under the antibribery laws.
Butler says from then on he simply tried to get the payment back.

The shareholders' suit tells a different story. It's based in part on the claims of a former Ashland official,
Bill E. McKay Jr., who is also suing the company. The shareholders say Butler met with Ashland
officials "to rearrange a scheme" to pay Omar as a consultant, even though Butler "should have known"
that Omar was an official of a foreign government. No finder's fee was paid, but the suit implies that
Butler violated his duties as a director by trying to insulate Ashland officials from liability for making
the first payment.

After years of investigations of Ashland, the Securities & Exchange Commission decided on Mar. 12 not
to sue. The private suit remains, however, and the charges it contains about Butler promise to keep the
controversy alive.

ARKY FREED

The swirl of charges surrounding a once fast-rising Miami law firm aren't likely to fade quickly, either.
Since the spectacular 1985 collapse of its client, ESM Government Securities Inc., Miami's Arky, Freed,
Stearns, Watson, Greer, Weaver & Harris has been sued by other former clients claiming millions in
losses. Last month, in the first defection since the scandal broke, two of the firm's top partners resigned
with four other lawyers.

When ESM collapsed, Arky Freed was riding high. Since its founding in 1976, it had built a huge
practice representing financial institutions in Florida. Some of its rapid growth may have been spurred
by the firm's willingness to keep to itself information it might have owed its clients. In one suit, two
thrifts that were clients claim they have evidence that Arky Freed knew investments made in another of
the firm's clients, ESM, could be lost. The thrifts say Arky Freed lawyer Eugene E. Stearns represented
one of ESM's founders in a divorce in 1978. At that time -- years before the ESM collapse -- the thrifts
allege, Stearns argued that the securities firm was worthless. Stearns denies the charge.
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Arky Freed's problems did not end with ESM. Months after that scandal broke, another client was
charged with massive fraud, and there were questions about the firm's role. With Arky Freed's help, Juan
Vicente Perez Sandoval, a wealthy Venezuelan, had quickly become a Florida business péwer in the
early 1980s. The lawyers acted for Sandoval personally, represented two Venezuelan banks he
controlled, managed his cash, and planned several profitable bank takeover attempts.

Sandoval fled to Switzerland this fall after the Venezuelan government seized his banks. Millions were
missing. Venezuela is suing Arky Freed for $500 million, saying the lawyers "knew or should have
known" about Sandoval's fraud. Arky Freed insists it did nothing wrong. A few months after both
scandals broke, Steven Arky, the firm's glib, business-getting founder, killed himself.

ROGERS & WELLS

There are few questions about how much the lawyers at Rogers & Wells knew about their crooked
client, J. David Dominelli, now in jail after a guilty plea. Before anybody else realized that the
smooth-talking Dominelli's phenomenal 40% returns-on-investment were funded only with money from
new investors, people inside the law firm were troubled.

More than a year before the fall, a partner in Rogers & Wells' London office, after extensive meetings on
what was already a problem account, sent off a strongly worded internal memo saying she believed
Dominelli was breaking the law. "The only possible solution," she said, was to have Dominelli
immediately stop selling what were probably illegal unregistered securities. The memo said Dominelli
could then properly register with government-securities agencies.

Instead, the sales continued. And a month after the memo, Rogers & Wells lawyers convinced the
California Corporations Dept. that there was nothing illicit going on at Dominelli. The department
officials believed Rogers & Wells's claims and stopped their probe. "It appears we were misled,” G. W.
McDonald, the department's enforcement chief, told BUSINESS WEEK last year. "The next time
Rogers & Wells makes a representation, we will insist on much more." Rogers & Wells denies it misled
the department.

There are many different versions of the Rogers & Wells story. The firm's partners even disagree about
exactly when they gave up the troublesome client. But the reason they were so reluctant to get out of the
mess seems clear. Some six months before the Dominelli collapse, several of Rogers & Wells's most
influential lawyers met to lay out their options. One partner took notes. They provide a disquieting view
of the subject being discussed by men and women at the top of their profession that day in June, 1983.
The heading over one section said: "Fees vs. Reputation.”

Why do people schooled in the rule of law risk so much? Civiletti says he has given such questions a
good deal of thought lately. "It is a genetic deficiency of lawyers," he says, "that they are flattered by
having clients, and they hate to reject clients.” Yale Law School's ethics expert, Geoffrey Hazard, has a
different response. He says that corporate law, dedicated to "getting and keeping money," makes lawyers
lose the ability to be skeptical about their clients. That loss may be costly.

URL: http://www.businessweek.com/index.html

GRAPHIC: Illustration, no caption, DAVID SUTER; Picture 1, THE SCANDALS, OLD COURT
S&L's LEVITT: HE WAS CHARGED WITH FRAUD AFTER HIS MARYLAND THRIFT
COLLAPSED, MARTY KATZ; Picture 2, THE SCANDALS, AN ASHLAND REFINERY: THE
COMPANY ALLEGEDLY MADE AN ILLEGAL PAYMENT TO LOCK IN OIL SUPPLIES,
MATHER/BLACK STAR; Picture 3, THE SCANDALS, WHERE'S THE MONEY? OHIO THRIFTS
FAILED AFTER LOSING MILLIONS IN ESM, A SECURITIES DEALER, MICHAEL KEATING;
Picture 4, THE SCANDALS, DOMINELLI: HIS INVESTMENT FIRM GENERATED
PHENOMENAL PROFITS THROUGH A PONZI SCHEME, ROY PORELLO
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HEADLINE: E.S.M.'s Fatal Fall

BYLINE: Alison Frankel

BODY:

The late Stephen Arky of Miami's late Arky, Freed, Stearns, Watson, Greer,
Weaver & Harris was a central figure in the scandal involving E.S.M.
Government Securities, Inc., a Florida investment firm. Arky, asThe American
Lawyer reported in "How Many Hats Can Steve Arky Wear?" in May 1985, had
acted as defense lawyer for E.S.M. in a previous SEC investigation, as a
securities lawyer for E.S.M. in a previous SEC investigation; as a securities
lawyer for E.S.M.; as an E.S.M. customer; as councel to E.S.M. customer Marvin
‘Warner, who was also Arky's father-in-law; and as an investment banker setting
up a deal with an E.S.M. partner in competition with Warmmner.

As E.S.M. went into receivership in March 1985, questions were raised about
Arky's role in the collapse -- which eventually led to a run on savings and loans
in Ohio. Four months after the scandal broke, Arky committed suicide. "He was
clearly despondent over things that had happened in his life," says his friend and
partner Eugene Stearns. There was no evidence at the time that Arky had broken
any laws or violated the Code of Professional Responsibility.

Arky's estate, represented by Jack Carriglio of Chicago's Foran, Wiss & Schultz,
eventually settled with E.S.M. receiver Thomas Tew, now of Miami's Tew
Jorden Schulte and Beasley, for $135,000 -- denying all liability as part of the
settlement and eradicating approximately $1 billion in claims, according to
Carriglio.

After a state trial in Ohio, Arky's father-in-law, Marvin Warner, was sentenced to
three-and-a-half years in jail and five years' probation and ordered to pay $22
million in restitution. The case is now on appeal. In a federal civil trial in Florida
that ended in July 1988, a jury returned a verdict for $22.7 million against
Warner, according to Tew Jorden partner Jose Garcia-Pedrosa, who represented
E.S.M. creditors. Post-trial motions are pending, Garcia-Pedrosa says, because
‘Warner has filed for bankruptcy.
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E.S.M. president Nicholas Wallace was found guilty of conspiracy and mail
fraud in a Miami federal trial, and was sentenced to a 30-year term in October
1986. Nine other E.S.M. defendants have been sentenced to jail terms, including
E.S.M. principal George Mead, who received combined federal and state
sentences of 20 years, to be served in Ohio state prison.

Although the Arky, Freed name had disappeared from the Florida legal
landscape, Stearns claims his current firm, 66-lawyer Stearns Weaver Miller
Weissler Alhadeff & Sitterson, has retained 40 Arky, Freed lawyers and a core of
the pre-1985 business, despite losing four Arky, Freed name partners in the last
four years.

GRAPHIC: Picture, E.S.M. receiver Thomas Tew, PHOTOGRAPH BY
MICHAEL GERMANA
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LENGTH: 2860 words

HEADLINE: When the stakes are high, call goes out to Thomas Tew;
Miami's mayor enlists a lawyer who's no stranger to complex financial cases to
investigate accountant

BYLINE: MARY HLADKY, REVIEW STAFF

BODY:

Thomas Tew may be best known for successfully suing accounting firms, but it
was his ability to explain a never-used state law that got him involved in
mapping the future of the city of Miami.

Tew and his law firm, Tew & Beasley, had been hired to evaluate the liability of
the city's former outside auditor, the Big 6 accountant Deloitte & Touche, in
Miami's $ 68 million budget deficit.

Meanwhile, Miami Mayor Joe Carollo was facing a date with Gov. Lawton
Chiles during Thanksgiving week to provide the governor with details of
Miami's financial crists.

Carollo consulted Tew, whose advice was straightforward: Chiles needed to be
told that not only were Miami's financial problems severe, they had existed for at
least two years.

"We have a duty to give the governor a heads-up,” Tew recalls telling Carollo.
"We would have no credibility if we left the meeting not explaining that to the
govemor."

Those admissions about the city's plight would trigger the use of a
never-before-implemented state financial emergency law -- enabling the
governor to intervene.

Tew was drawing on expertise he'd gained two years ago doing legal work for
Escambia County. He'd spent hours boning up on the Florida law, enacted in the
wake of the New York City crisis of the 1970s, that spells out the governor's
powers if a Jocal government faced a financial emergency. As it happened, the
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law wasn't used in Escambia's case. But Miami was likely to prove a different
matter.

"So few people knew about it, and Tom was one of the few who did‘know,"
Carollo says.

Carollo invited Tew to the meeting in Tallahassee. There, Tew took a lead role in
walking the governor and his advisers through the law -- its requirements and
ambiguities -- and what invoking it would mean.

"This was the first time in the history of Florida that [the law] had been used,"
said Miami lawyer Sylvan "Sonny" Holtzman who helped arrange the
Chiles-Carollo meeting. "Everyone was there to debate the issues of this thing."

After that meeting, Chiles invoked the statute and appointed an oversight board
led by Lt. Gov. Buddy MacKay to help pull Miami back from the brink.

Carollo says he was impressed by the respect the governor, a Democrat, and his
staff accorded Tew, who is known in political circles as a GOP fund raiser.

"That was a surprise for me," Carollo says. "I didn't expect Democrats would
have such high esteem for Republicans such as Tom."

But Tew's emergence as one of a small cadre of lawyers with influential roles in
Miami's financial and political crisis comes as no surprise to those who have
followed his career. Tew isn't a novice to high-profile roles, high-stakes litigation
or complex investigations.

Former acting city manager Merrett Stierheim says that's why he wanted Tew for
the job of evaluating Deloitte & Touche's liability in the matter of Miami's $ 68
million budget deficit.

"He has handled several heavy litigations in this area successfully," Stierheim
says. "He has, in my judgment, a very solid background, and I was impressed
with it."

Tew's resume is laden with experience in an area that's daunting to many that of
intricate financial dealings and double-dealings. Tew is a lawyer who calls
accountants to account, and those who know him say the investigative and
advisory role Tew has taken on for Miami is a natural extension of that
background.

"He is putting the puzzle together. It is the same thing," says Charles Harper,
former Miami regional administrator of the U.S. Securities and Exchange
Commission who recommended that Tew serve as trustee in the 1985 bankruptcy
of ESM Govemnment Securities, then the largest government securities fraud in
U.S. history.

"Tom is one of the lawyers that people in this community go to in a big case,"
says Richard Brodsky, one of the many attorneys who faced him over ESM. "It is
the kind of case you would want to have a good lawyer who is experienced and
won't get all flustered when he sees his name in the paper."

Many of his earlier cases have similarities to the work he's doing for the city.
"The thread through all of those are failed financial or troubled financial
situations,” Tew says. "In many ways, it is the same thread."”
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Tew, 56, who has lived in Miami since infancy, is a Dartmouth College graduate
who earned his law degree from the University of Miami, where he was
editor-in-chief of the law review. He is widely described as urbane and polished,
with a strong ability to forge agreements among parties otherwise likely to
squabble indefinitely. He also 1s credited with being able to handle sophisticated
and complicated matters speedily.

T have seen Tom go into meetings where I thought the fur was going to fly, and
everyone left feeling like they were fairly treated, feeling really good about the
result, which is pretty remarkable,” Harper says.

"He is very effective. He has a great record of collections in some very
heavy-duty bankruptcies and business failures," says Holtzman, who with L.
Grant "Jack" Peeples, both Miami lawyers and friends of Chiles, arranged the
November meeting between Carollo and the governor. The city has since
retained Holtzman's firm -- Holtzman, Krinzman, Equels & Furia - to help
prepare it for reentering the bond market.

"When in regular conversation, he is a fine Southern gentleman," Holtzman says.
"In his lawyer's uniform, he is very tenacious and aggressive."

He's also shrewd. Tew is advising Carollo at no cost on the state financial
emergency law. He and his 25-lawyer firm will report to city commissioners in
about a month on Deloitte & Touche's potential liability. For this work he
proposed, and commissioners agreed, that he and his firm will eam no more than
$25,000.

But if the commission decides to litigate against Deloitte, Tew's firm will be
positioned to handle what could be far more lucrative work. Tew has proposed
two options if his firm is hired -- a reduced hourly rate and modified contingency
arrangement if the recovery is large, or a pure contingency fee of 25 percent on
the first $ 1 million recovered, 20 percent of the next $ 2 million to $ 5 million
and 15 percent thereafter.

Tew also is preparing for Carollo an economic analysis of the consequences of
abolishing the city, a move being pushed by a group of downtown developers
and lawyers. Tew's role enlists him in the mayor's battle to save the city, and he
does not dispute that the information he is assembling likely will be used by
oppornerts of abolition.

Carollo expects the analysis will show that eliminating the city will not be a boon
for taxpayers. "Whichever way you look at it, I cannot see anything but
additional increases in taxes for lesser service than the city residents are getting
now," he says.

Although Tew suspects Carollo is right, he says he has not been pressed to reach
a particular conclusion. "It has been refreshing. I have had no interference on any
of the analysis I have done, no trying to shape my opinion,” Tew says.

The ESM case

Tew was thrust into prominence in 1985, when he became counsel to ESM,
discovered questionable numbers in the company's books and brought in an
accountant who found years of undocumented trading losses. Tew alerted the
SEC's Harper and returned ESM's $ 500,000 retainer.

The ESM fraud left dozens of municipalities across the country out millions of
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dollars and triggered a run on Ohio thrifts, resulting in a one-day bank closure in
that state. !

Tew's organized and sophisticated handling of the complicated case -- including
a $ 70.9 million verdict against the Alexander Grant (now Grant Thornton)
accounting firm -- and his eventual recovery of 82 to 85 cents on the dollar, won
him widespread accolades.

"1 think that was a defining point in my career,"” Tew says.

When ESM broke, Tew was a partner in the national firm Finley, Kumble,
Wagner, Heine, Underberg, Manley, Myerson & Casey, which eventually
disintegrated in disgrace. He had joined with others of its Miami lawyers in
creating Tew Jorden Schulte & Beasley, which got a shot of prestige,
respectability and money from ESM.

Tew's role as trustee, recommended by the SEC regional chief, was lucrative. He,
his firm and other professionals he brought into the case eamed more than § 8.25
million.

Tew's only significant failure in the ESM case was being unable to convince a
federal judge that a group of Miami lawyers who were close to some of the ESM
principals shonld be held liable. U.S. District Judge Jose A. Gonzalez Jr.
dismissed suits against the firm then known as Arky, Freed, Stearns, Watson
Greer, Weaver & Harris, and the estate of name partner Stephen Arky, who
committed suicide in 1985. The firm's managing partner Eugene Steamns had
repeatedly insisted the suit never should have been filed.

The ESM criminal case also benefited from Tew's assistance, said former federal
prosecutor Jane Moscowitz, now in private practice in Miami. Moscowitz said
Tew and the accountant he hired, Laurie Holtz, brought her up to speed quickly
when she inherited the case after the two original prosecutors stepped aside to
handle a major trial.

"They were always extremely accommodating," she says. "You had the feeling
everything was being done nght. The procedures civilly and criminally were
enormously efficient. [ attribute a lot of that to him [Tew]."

Eight years later, when another mammoth fraud case came to light, it was no
surprise Harper turned to Tew.

The case was Premium Sales Corp., a North Dade grocery diverter that allegedly
operated as a Ponzi scheme that defrauded investors out of $ 255 million.

"I knew what Tom's capabilities were," says Harper, now associate general
counsel and senior vice president at PaineWebber in Fort Lauderdale. "When this
came up, [ needed someone who had been down that path before."

But after originally approving Tew's entry into the case, U. S. District Judge
Federico Moreno announced he was naming Miami lawyer Harley Tropin as
receiver instead. Moreno never explained the switch.

Although those who know Tew say he was shocked, and Harper recalls being
"stunned,"” Tew now says only, "It was certainly unexpected." He noted, "The
judge has the authority to select anyone he wants."

For a time, Tew was senior counsel to Tropin and evaluated the potential Hability
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of six law firms that prepared documents for investors. He recommended
proceeding against two, and they eventually agreed to settle for a combined $ 30
million. .

Brodsky, who represented Larry Sazant, one of the people who found investors
for Premium, credits Tew with helping structure the civil case in 2 way that
achieved good results for investors.

"Even after Judge Moreno starkly removed him from being the receiver of
Premium, I think he was very instrumental in setting up mechanisms whereby the
Premium case was able to be settled on successful terms," Brodsky said.

"I would hope that was the case" regarding law firm defendants, Tew says. But
he said he played no role in the strategy against other defendants, which included
grocery store chains.

Bankers and insurers

Tew has played important roles in a variety of other cases including the
Escambia County financial mess that made him knowledgeable about the state
financial emergency law.

He was hired by Escambia in 1994 to investigate why outside auditors hadn't
alerted commissioners to the county's risky investments in derivatives.

In the end, no suit was filed against the auditors. Presented with the results of
Tew's investigation, the insurance carrier for auditor Saltmarsh, Cleaveland &
Gund agreed to settle for about $ 2 million. Suits filed against brokers either
settled or are pending.

Tew was one of the lawyers who represented former Capital Bank chairman Abel
Holtz, who, after lengthy federal investigations, pleaded guilty in 1994 to
misleading a grand jury that investigated his one-time friend, Alex Daoud, the
ex-mayor of Miami Beach.

Tew represented the chairman and other top officers of AmeriFirst Bank, which
was seized by regulators and faced a class action by shareholders.

And he was appointed by former Florida Insurance Commissioner Tom
Gallagher to investigate Metropolitan Life Insurance Co., which in 1994 paid $
4.6 million to settle allegations about misleading sales practices.

Tew obtained $ 50 million from Coopers & Lybrand as receiver for Guaranty
Security Life Insurance Co., and $ 9 million from Deloitte & Touche in his
capacity as receiver for International Medical Centers Inc.

Now, with a new role representing Carollo and Miami, Tew finds himself drawn
into the debate over the city's future. And, as a result, he may find himself in
another type of advocacy -- assisting those who are fighting to keep Miami alive.

In that capacity, Tew once again would be opposite Eugene Stearns, who a
decade ago fought off Tew's suit against his former firm and now is among those
pressing to dissolve the city.

At arecent lunch with Stearns, Tew says he urged him to tell voters all the tax
ramifications of that proposal to eliminate the city rather than allowing them to
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believe that abolition is a cheap and easy way out of massive problems.

"I see my role not on the political front, but trying to make sure the debate for
both sides treats the matter in a financially accurate manner," he says.

Even so, Tew concedes partisanship.

" At the end of the day, we may have different solutions [to Miami's financial
problems)," Tew said. "I would prefer to see the city survive and flourish under
partriership with the govemnor, rather than have it dissolved.”

GRAPHIC: Photo, IN THE MIDDLE: Lawyer Thomas Tew is investigating
Miami's accounting firm for potential liability in the fiscal crisis and inevitably
finds himself discussing the move to abolish the city. 'I see my role not on the
political front,' he says, "but trying to make sure the debate for both sides treats
the matter in a financially accurate manner.’; ATIXA MONTERO-GREEN ;
Photo, SURPRISED AT RESPONSE: Miami Mayor Joe Carollo, above, says the
reaction of the governor and his staff to Tew surprised him. 'T didn't expect
Democrats would have such high esteem for Republicans such as Tom,' Carollo
says.; Photo, ON A 'SOUTHERN GENTLEMAN'": Lawyer Sylan 'Sonny'
Holtzman helped arrange the meeting at which Tew explained the financial crisis
law. 'He is very effective,' Holtzman says of Tew. 'He has a great record of
collections in some very heavy-duty bankruptcies and business failures.’; Photo,
'ACCOMMODATING': Jane Moscowitz prosecuted the federal fraud case
against ESM Government Securities, in which Tew was bankruptcy trustee.
'They were always extremely accommodating,' she says of Tew and his staff.
"You had the feeling everything was being done right.’; Photo; SOLID
EXPERIENCE: Lawyer Richard Brodsky, who faced Tew in the high-profile
ESM case, says Tew is a lawyer people turn to in big cases. Miami's situation 'is
the kind of case you would want to have a good lawyer who is experienced and
won't get all flustered when he sees his name in the paper.'
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INVESTMENT RESEARCH ASSOCIATES, LTD., AND SUBSIDIARIES, ET AL., ni Petitioners v.
COMMISSIONER OF INTERNAL REVENUE, Respondent

nl Cases of the following petitioners are consolidated herswith: Burton W. and Naomi R. Kanter, docket
No. 712-86; Investment Rcscarch Associates, Ltd., and Subsidiaries, docket No. 45273-86; Burton W.
and Naomx R. Kanter, docket No. 1350-87; Burton W. and Naomi R. Kanter, docket No. 31301 37,
Burton W. and Naomi R. Kanter, docket No. 33557-87; Burton W. and Naomi R. Kanter, docket No.
3456-88; Investment Research Associates, Ltd., and Subsidianies, docket No. 30830-88; Burton W. and
Naomi R. Kanter, docket No. 32103-88; Investment Research Associates, Ltd., and Subsidiaries, docket
No. 27444-89; Claude M. and Mary B. Ballard, docket No. 16421-90; Investment Research Associates,
Ltd., and Subsidiaries, docket No. 25875-90; Burtop W. and Naomi R. Kanter, docket No. 26251-90;
Claude M. and Mary B. Ballard, docket No. 20211-91; Estate of Robert W. Lisle, Deceased, Thomas W
Lisle and Amy L. Albrecht, Independent Co-executors, and Estate of Domna M. Lisle, Deceased,
Thomas W. Lisle and Amy L. Albrecht, Independent Co-cxecutors, docket Nox 20219-91; Estate of
Robert W. Lisle, Deceased, Thomas W. Lisle and Amy L. Albrecht, Independent Co-executors, and
Estate of Donna M. Lisle, Deceased, Thomas W. Lisle and Amy L. Albrecht, Independent Co-executors,
docket No. 21555-91; Claude M. and Mary B. Ballard, docket No. 21616-91; Investment Research
Associates, Ltd., and Subsidiaries, docket No. 23178-91; Burton W. aud Naomi R. Kanter, docket No.
24002-91; Claude M. and Mary B. Ballard, docket No. 1584-92; Estate of Robert W. Lisle, Deceased,
Thomas W. Lisle and Amy L. Albrecht, Independent Co-executors, and Estate of Donua M. Lisle,
Deceased, Thomas W. Lisle and Amy L. Albrecht, Independent Co-executars, docket No. 16164-92;
Investment Research Associates, Ltd., and Subsidiaries, docket No. 19314-92; Claude M. and Mary B.
Ballard, docket No. 23743-92; Burton W and Naomi R Kanter, docket Mo. 26918 92; Estate of Robert
W. Lisle, Deceased, Thomas "W. Lisle and Amy L. Albrecht, Independent Co-executors, and Estate of
Donna M. Lisle, Deceased, Thomas W. Lisle and Amy L. Albrecht, Independent Co-executors, docket
No. 7557-93; Claude M. and 3 Mary B. Ballard, docket No. 22884-93; Investment Research Associates,
Ltd., and Subsidiaries, docket No. 25976-93; and Burton W. and Naomi R. Kanter, docket No.
25981-93.

No. 43966-85; No. 712-86; No. 45273-86; No. 1350-87; No. 31301-87; No. 33557-87; No. 3456-88;
No. 30830- 88 No. 32103- 88; No. 27444-89; No. 16421- 90; No. 25875-90; No. 26251-90; No.
20211-91; No. 20219-31; No. 21555-91; No. 21616- 91; No. 23178- 91; No. 24002-91; Na. 1984-92; No.
16164- 92 No. 19314~ 92, No. 23743-92; No. 26918-92; No. 7557-93; No. 22884- 93; No. 25976- 93; No.
2598193
UNITED STATES TAX COURT

T.C. Memo 1999-407; 1999 Tax Ct. Memo LEXIS 463; 78 T.C.M. (CCH) 951

December 15, 1999, Filed
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DISPOSITION: [*1] Decisions in all dockets will be entered under Rule 155,

COUNSEL:
Randall G. Dick and Jeffrey 1. Margolis, for petitioners in docket Nos. 43966-85, 712-86, 45273-86,

1350-87, 31301-87, 33557-87, 3456-88, 30830-88, 32103-88, 27444-89, 25875-90, 26251-50,
23178-91, [*7] 24002-91, 19314-92, 26918-92, 25976-93, and 25981-93.

Royal B. Martin and Steven S. Brown, for petitioners in docket Nos. 16421-90, 20211-91, 20219-9 L,
21555-91,21616-91, 1984-92, 16164-92, 23743-92, 7557-93, and 22884-93.

Mark E. O'Leary, John J. Comeau, fames M. Cascino, Jonathan P. Decatorsmith, James M. Klein, G.
Roger Markley, and Pamela V. Gibson, for respondent.

JUDGES: Dawson, Howard A., Jr.;
Couvillion, D. Irvin

OPINIONBY: DAWSON; COUVILLION

OPINION: [EDITOR'S NOTE: PART 1| OF 3. THIS DOCUMENT HAS BEEN SPLIT INTO
MULTIPLE PARTS ON LEXIS TO ACCOMMODATE ITS LARGER SIZE. EACH PART

CONTAINS THE SAME LEXJS CITE.]
MEMORANDUM FINDINGS OF FACT AND OPINION

DAWSON, JUDGE: These consolidated cases were assigned to Special Trial Judge D. Irvin Couvillion
pursuant to Rules 180, 181, and 183. n2 The Court agrees with and adopts the opinion of the Special
Trial Judge, which is set forth below. §

------------------ Footnotes- -« -« -~ =~ oo oo

n2 Unless otherwise indicated, section references are to the Internal Revenue Code in sffect for the years
atissue. All Rule references are to the Tax Court Rules of Practice and Procedure.

OPINION OF THE SPECIAL TRIAL JUDGE
COUVILLION, SPECIAL TRIAL JUDGE: In these consolidated cases, respondent determined

deficiencies in petitioners' Federal income taxes, additions to tax, n3 penaliies, and increased interest, as
follows:

Investment Research Associates, Ltd., and Subsidiaries

Dacket No. 43966-85:
Addition to Tax
Year Deficiency Sec. 6659(a)

1979 $18,791 $5,637

Daocket No. 45273-86:
Additions to Tax

Year Deficiency  Sec. 66353 Sec, 6639(a) Sec. 6661

1982 $174,225  §8711 $49,154 S1,038

Dacket No. 30830-88: nl
Additions to Tax
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Ballard did not cooperate with respondent's agents at various stages of their investigation of his tax
returns. He withheld relevant documents and information involving transactions with the Five.

Ballard discarded and permitted others, including Kanter, Gallenberger, and Weisgal, to discard
supporting income documentation, an intentional act designed to conceal and evade the reporting and
payment of Federal income tax.

Ballard allowed Kanter to commingle his share of the kickback moneys in the laundering mechanism
Kanter used to conceal its identity. Ballard's use of the various Kanter sham entities (including among
others, IRA, TMT, KWJ Corp., KWJ Co., Essex, Zeus, Holding Co., Irtl Films, HELO, Administration
Co., and Principal Services) made it difficult and sometimes impassible to trace the cash-flow and is
substantial evidence of Ballard's intent to evade tax. Commingling the kickbacks in the accounts of the
conduit entities, together with other unrelated income, was a device to [*348] hide the kickbacks from
Prudential and the IRS, and is evidence of Batlard's fraud.

Ballard plainly attempted to disguise the source of the kickback funds by funneling money in the
roundabout method through the conduit entities over a period of many years.

Ballard made the following misleading and false statements:

(1) He testified that at the dinner mesting where Kanter
introduced Schaffel to Ballard and Lisle, they only discussed
politics, football, and religion, and that no business was discussed;

(2) he testified that he did not know whether Walters had
transacted any business with Prudential when Ballard was at
Prudential and that he was not involved with the Ramada Renaissance
property; yet he met with Schaffel and Walters to finalize the
financing of the Cherry Creek Place IT and the Ramada Renaissance
properties;

(3) he testified that Prudential did not purchase the Schnitzer-
PMS stock because, apart from the potential conflict of interest,
Prudential did not have any business to give to Schnitzer-PMS; yet
Prudential started giving Schnitzer-PMS substantial business;

(4) he testified that he had no involvement and no meetings with
Connolly other [*349] than seeing him at the Gateway hotel; yet he is the
person who introduced Connolly to Eulich for purposes of setting up
the Essex arrangement.

Finally, we find Ballard's testimony vague, evasive, and unreliable as to the kickback payments in the
face of overwhelming evidence to the contrary.

Ballard's pattern of consistent and substantial underreporting of income, when accompanied by the other
indicia indicating an intent to conceal incorne, justifies our finding that Ballard's underpayment of tax
attributable to income he omitted from transactions involving the Five is attributable to fraud.

3. KANTER'S FRAUD

Kanter was the architect who planned and executed the elaborate scheme with respect to the kickback
income payments received from the transactions involving the Five. Ballard and Lisle participated with
him, shared in the payments, and cooperated in the diversions. In our view, what we have here, purely
and simply, is a concerted effort by an experienced tax lawyer and two corporate executives to defeat
and evade the payment of taxes and to cover up their illegal acts so that the corporztions, Prudential and
Travelers, and the Federal Government would be unable to discover them. [*350]
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Respondent has proven by clear and convincing evidence that Kanter underpaid his taxes for each of the
years at issue attributable to transactions related to the Five. Respondent has also proven by clear and
convincing evidence that Kanter intended to evade taxes known to be owing on that income by conduct
designed to conceal, mislead, or otherwise pravent the collection of such taxes. ’

The record is replete with several indicia of Kanter's fraud. They are:

First, Kanter has a legal education. He has been a practicing tax attorney since 1956 He has taught
courses i estate and gift taxation and estate planning at the University of Chicage Law School. He hias
lectured and written extensively in the area of Federal tax law. For a number of years, he has been a
writer and contributor to the Journal of Taxation, a national moathly publication devoted exclusively to
Federal taxation. Kanter, s an experienced tax attorney, obviously understood and fully appreciated his
legal obligations to report income correctly and to pay taxes on that incorme. Nevertheless, he
disregarded these obligatioas by conceiving and carrying out various schemes to misdirect income.
Furthermore, he was or should [*351] have been aware that hus Federal income rax liabilities were
substantially underreported for each of the years in issue.

Second, as we have previously found, Kanter reported adjusted gross losses on his Federal income tax
returns for every year from 1978 through 1989. For 11 of those years he paid no Federal income taxes,
and only minimurm tax of $ 1,671 in 1978. Kanter omitted income received from transactions with the
Five during the years 1978 through 1989 (except for 1985) in the total amount of $ 3,422,469. Even for
1985, a year not before us here, he omitted § 1,592,939,

Third, Kanter created a complex laundering mecharnusm made up of sham corporations and entities
(including among others, IRA, Carlco, TMT, BWK, Inc., KWJ Corp., KWJ Co., Essex, Zeus, Holding
Co., Int'l Films, HELO, Administration Co., and Principal Services) to receive, distribute, and conceal
his income, as well as Ballard's and Lisle's income. Payments made for their services were paid to IRA
and Holding Co. or one of their subsidiaries. The payments were commingled with funds from other
entities in Adminis:ration Co.'s accounts and later Principal Service's accounts. Large amouats of mouey
were distributed [*352] to various entities and individuals, including Kanter, Ballard, and Lisle,
through IRA, Holding Co., HELO, Intl Films, and the Bea Ritch trusts. The distributions were disguised
as loans and recorded as receivables. The receivables were shuffled (through book entries) between the
various entities and eventually written off. Kanter's use of the various sham entities made it difficult and
sometimes impossible to trace the flow of the money and is substantial evidence of his intent to evade
tax. See Scallen v. Commissioner, 877 F.2d 1364, 1370-1371 (8th Cir. 19

Fourth, as reflected in our findings of fact, Kanter did not cooperate with respondent’s agents at various
stages of their investigation of his tax returns. He withheld relevant documents and information
involving transactions with the Five and the movement of moneys through the conduit entities such as
Administration Co., IRA, Holding Co., and others.

Kanter caused some records to be destroyed and attempted to place other records beyond the reach of the
revenue agents conducting the investigation. We find in particular that des‘ruction of records that were
the subject of the TRS summonses after [*353] the issuance of the summonses to be a strong indication
of fraud. "The sumnmons had no time limit, was never withdrawn, and * * * required the recipient to
retain -- indefinitely -- the documents within its scope.” United States v. Administrative Enters., Inc., 46

E3dat 673.

Gallenberger and Weisgal claim that records had been discarded pursuant to a 3-year retention policy
based on the normal 3-year statute of limitations for assessing tax deficiencies. Yet the records they
destroyed related to returns that were being audited and were the subject of IRS administrative
summonses. We think that such a 3-year retention policy could not justify the destruction of corporate
minutes, stock ownership records, cr resolutions by the boards of directors. Moreover, some of the
entities nvolved were trusts or corporations owned by trusts. Corporate officers and dircctors, as well 25
trustees of trusts, are often required to account to stareholders and beneficiaries for periods greater than
3 years. Nong of the individuals involved with the various entities (Gallenberger, Weisgal, Meyers, and
Schott) acted in any independent manner. They all acted as directed by [*354] Kanter. It is clear that
they destroyed the records at Kanter's direction.
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Kanter, 2 tax professional whe represents clients before the IRS and this Coust, is aware of the need for
documentation and records to support the items reported on tax returns. In light of that knowledge,
coupled with other evidence, we find that his discarding of his supporting income documentation was an
intentional act designed to conceal and evade the reporting and payment of Federal incometax.

Fifth, Kanter's commingling of his income with the moneys of others is an indication of fraud in an
attempt to avoid tax. United States v. Walton, 909 E.2d 915 (6th Cir. 1990). The use of IRA and the
other entities by Kanter and the commingling of the kickback moneys were part of the Jaundering
mechanism designed by Kanter. All of the commingling of Kanter's incorue, as well as that of Ballard
and Lisle, was done at his direction. Commingling of the kickbacks in Administration Co.'s accounts,
together with other urrelated income, was designed to conceal the kickbacks. The commingling and
laundering are evidence of fraud. Maddas v. Commissigner, 114 F.2d 548 (3d Cir. 1940); [*355]
United States v, Jackson, supra.

Sixth, Kanter's scheme was intended to "thwart the effective functionir.g of the IRS"” and was an attempt
to disguise the source of income. Kanter plainly attempted to disguise the saurce of the kickback finds
by the manner employed in sending the moneys through conduit entities in a roundabout method over 2
periad of many years. Obviously, he, as well as Baliard and Lisle, did not want Prudential and Travelers
to know about the kickback payments. Certainly, the movement of the moneys had no legitimate

business purpose.

Seventh, Kanter's reporting of the kickback moneys on the retums of [RA and Holding Co. was designed
to conceal the scheme, and is another strong indication of Kanter's fraud. See Lang v. Commissioner,
T.C. Memo 1961-134, where the reporting of incorre from property beneficially owned by the taxpayer
on the returns of family members was held to be fraudulent. It 15 clear that Kanter used the sham
corporations to give the appearance that the kickback income was eamed by them, rather than Ballard,
Lisle, and himself, and that there was no tax due by the corporations because there [¥356] were claimed
losses sufficient to offset the income. Moneys were distributed from IRA and Holding Co. at Kanter's
direction to other entities that were created fo conceal further the true nature of the payments. Three of
those entities, TMT, Carlco, and BWK Inc., were controlled respectively by Ballard, Lisle, and Kanter,
and were the repositories of the kickback moneys distributed from [RA.

Eighth, Kanter routinely used the various conduit entities as nominees, placing money and property in
the names of the entities to conceal the transactions. In fact, when it was convenient, he would assert that

the entity held an asset merely as nomince.

Ninth, Kanter created phony loazs to disguise the distributions of the income to hiraself and others and
to evade the income tax due on the income. He later arranged for sales of the receivables for nominal
amounts in order to claim false bad debt deduction losses and offset additional income reported on his

returns and the returns of the conduit entities.

Tenth, as discussed previously, Kanter's testimony at wial was implausiblz, unreliable, and sometimes
contradictory. We did not find it credible.

Finally, other factors that support 2 finding [*357] of Kanter's fraud include, but are not limited to,
manipulations of deductions and ircome between various corporate, partuership, and trust entities to
conceal not orly his incore but the income of others; failure to account for payments for services; and
the use of the various artifices to divert the payments to his children and iusts benefiting his family.

Kanter's substantial understatements of income over an 11- year period, his intentional misdirection o7
income, and his deliberate mischaracterizations of the transactions are clear and convineing evidence of
his fraudulent intent to evade taxes, particularly ir light of his legal education and experience and overall
tax sophistication. See Scallen v. issioner. 877 F.2d 1364, 1370-1371 (8th Cir. 1989); Sisson v.
Commissioner, T.C. Memo 1994-545, affd. without published opinion 108 E.3d 359 (9th Cir. ;

eadon v. issioner, T.C. Memo 1992-633.

The transactions involved here were masquerades, concealing the true character of the payments. In
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reality, an attorney and two highly successful businessmen conspired [*338] to conceal millions of
dollars of kickbacks, using a multitude of entities with friends and employees serving as officers of
convenience, in an attempt to defraud the employers of Ballard and Lisle and evade taxes properly owed

to the Government.

As each layer of Kanter's complex organization is removed, and the flow of the money is followed, the
magnitude of the fraud is revealed. Kanter's explanations are mere platitudes and rationalized rhetoric
intended to obfuscate the true character of the transactions and his wrongdoing.

F. SUMMARY AND CONCLUSIONS AS TO FRAUD

The addition to tax or penalty in the case of fraud is a civil sanction provided primarily as a safeguard
for the protection of the revenue and to reimburse the Government for the heavy expense of
investigation and the loss resulting from the taxpayer's fraud. Helvering v. Mitchell, 303 1.S. 391, 401
82 1..Ed. 917. 58 S. Ct. 630 (1938). The facts, as we have found in detail, clearly show that Kanter,
Ballard, and Lisle, through the use of various conduit entities, devised a multifaceted scheme to shield
kickback payments they received from transactions involving the Five. Their fraud resulted in the
Federal Government [*359] not being paid several millions in income taxes due and owing. Clearly,
the Government incurred great expense investigating petitioners' returns. The investigation took years
and involved the efforts of dozens of IRS agents and several Govermunent attorneys.

Petitioners created profitable business deals between the Five and Prudential and Travelers. The large
sums of money they received as kickbacks were diverted at Kanter's direction to their controlled conduit
entities. To effectuate the part of the scheme involving the Prudential transactions, Kanter through his
related entities (IRA and its subsidiaries), retained the moneys for a period of time until they were
distributed directly or indirectly to Ballard, Lisle, and humself in a 45-45-10 percent split. To effectuate
the remaining part of the scheme involving the payments for Kanter's services, including payments from
the Schaffel/Travelers transactions, Kanter caused the moneys to be paid to Holding Co., which ke

controlled.

As a result of the overall scheme, over $ 13 milkion of kickback and other income was omitted by
petitioners collectively. The evidence is clear and convincing that they intended to evade the payment of
their [*360] taxes on such omitted income. Accordingly, after considering all the facts and
circumstances contained in the massive record of these cases, we hold that Kanter, Ballard, and Lisle are
Hiable for the fraud additions to tax and penalties for each of the years at issue.

ISSUE 2. WHETHER CERTAIN COMMITMENT FEES PAID TO CENTURY INDUSTRIES, LTD.,
ARE INCLUDABLE IN KANTER'S INCOME FOR 1981, 1982, 1683, 1984, AND 1986

FINDINGS OF FACT

Century Industries, a parmership, was organized in 1979. Its partners were the Bea Ritch trusts, Weisgal
individually (rather than as trustee of the Bea Ritch trusts), and a third individual. The 25 trusts
(collectively), Weisgal, and the other individual each held one-third interests in the partnership. The
parmership's objective was to engage in highly leveraged investments in which the partners would
contribute relatively minimal amounts of their own capital. The partnership was ultimately unsuccessful

n such investments.

In early 1980, the partnership was reconstituted. The thicd individual referred to above withdrew £om
the partnership, new partners were admitted, and the partnership's investment focus was changed. The
new partners included Kanter, [*361] four family trusts for the benefit of Weisgal's family members
(the James Children's Trust, the Lawrence Children's Trust, the Lee Children's Trust, and the Richard
Children's Trust), and another investment partnership composed of irrevocable trusts for the benefit of
Weisgal's family called Atlay Valley Investments General Partuership (Atlay partnership).

During 1980 and 1981, the partners in Century Industries, their capital interests, and their initial cepital
contributions were as follows:
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

March 10, 1997

In the Matter of ORDER DIRECTING A PRIVATE
INVESTIGATION AND :
Ulster Investments, Ltd. DESIGNATING OFFICERS TO

C-2851 : TAKE TESTIMONY

LTI TR

I.
The Commission’s official public files disclose that:

A. Site Holdings, Inc. f£/k/a Site-Based Media, Inc. (Site)
is a corporation based in New York, New York engaged in the
business of selling in-store video advertising equipment. Site’s
securities are registered with the Commission pursuant to Section
15(d) of the Securities Exchange Act of 1934 (Exchange Act) and
its stock is traded over-the-counter on the NASDAQ system.

B. Hibbard, Brown & Co., Inc. (Hibbard) was a broker-
dealer based in New York, New York and registered with the
Commission until December 13, 1995. The Commissioén revoked
Hibbard’s registration in a case styled In the Matter of F.N.
Wolf & Co., Inc., Securities Act Release No. 7247 (December 13,
1895) .

II.

Members of the staff have reported information to the
Commission which tends to sghow:

A, From October 18983 through at least May 1994, Ulster
Investmentg, Ltcd., an Antiguan corporation (Ulster), Site,
Hibbard and others may have made use of the mails or means and
instrumentalities of interstate commerce to offer, sell and
deliver after sale Site common stock while no registration
statement was on file with the Commission or was in effect with
regpect to those securities and without a valid exemption from
the registration requirements of the Securities Act of 1933
(Securities Act).

B. While engaged in, and in connection with the offer, sale
and delivery after sale of Site common stock issued purportedly
in reliance on & Regulation § safe harbor, Ulster, Site, Hibbard
and others may have offered, sold, ‘and delivered after sale,
unregistered Site stock to a U.S. person, or for the account or
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benefit of U.S. persons, without complying with the requirements
of Regulatien S.

C. While engaged in, and in connection with, the offer,
szle and delivery after sale of Site common stock, Ulster, Site,
Hibbard and others may have entered into a transaction or series
of transactions which, although in technical compliance with
Regulation §, was part of a plan or scheme to evade the
registration provisions of the Securities Act.

III,

The Cammission having considered the staff report and
deeming such acts and practices, if true, to be in possible
violation of Sections S5(a) and 5(c) of the Securities Act, finds
it necessary and appropriate and hereby,

ORDERS, pursuant to the provisions of Section 20(a) of the
Securitieg Act, that a private investigation be made to determine
whether the aforesaid persons have engaged, or are about to
engage, in any of the reported acts or practices or in any acts
or practices of a similar purport or object; and

FURTHER ORDERS, pursuant to the provisions of Section 1S (b)
of the Securities Act that for purposes of such investigation,
Randall J. Fons, Robext J. Burson, Mark R. Borrelli, Jeannette L.
Lewis, Timothy L. Warren, John R. Brissman, David J. Medow,
Tromas W. Szromba, Peter Chan, Michael J. Diver, Kevin M.
Robinson, Tina Diamantopoules, Bruce M. Lewitas, Evelyn T.
Kendra, George J. Miller, Scott J. Hlavacek, Luz M. Aguilar,
Willjam P. Glaser, James R. Silverwood, Norman H. Jones, Jameg B.
Wilson, Michelle A. Fingal, and Donald A. Ryba and each of them,
is hereby designated an officer of this Commission and empowered
to administer ozths and affirmations, subpoena witnesses, take
evidence and reqguire the production of any books, papers, or
other documents deemed relevant and material to this inguiry, and
to perform all other duties in c¢onnection herewith as prescribed
by law.

By the Commission. ( / ~y7 /{)/ s /

Jonathan G. Xatz
Secretary
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HEADLINE: IRS TANGLES WITH ZELL OVER PARTNER'S ESTATE: AGENCY CLAIMS
LURIE TRUSTS WERE TAX-REDUCTION PLOY

BYLINE: PAUL MERRION
BODY:

The Internal Revenue Service is seeking between $47.6 million and $83.7 million from the estate of the
late Robert Lurie, alleging a broad series of complex tax-reduction schemes involving his longtime
friend and business partner, billionaire Chicago investor Sam Zell.

In several hundred thousand pages of documents and 13 days of triai in U.S. Tax Court here ending early
last month, the government is alleging that Mr. Lurie sought to recuce estate taxes through improper
transfers of assets and income to trusts set up in 1969 for the benefit of his family.

Mr. Zell has not been charged with any civil or criminal wrongdoing, and attomneys for the Lurie estate
say the [RS' allegations are groundless.

The crux of the case is whether the trusts paid "less than full and adequate consideration” for those
assets, according to the IRS.

Noting that the 10 Lurie family trusts were set up with $200 each o capital and grew to more than $36
million in value by the time Mr. Lurie died in 1990, an IRS trial memorandum alleges that Mr. Lurie
"created the facade that theix trusts' wealth was the result of 'investments' made by the trusts.”

While the taxpayer generally bears the burden of proof in Tax Court, in this case, the IRS must dissect
two decades of real estate deals and other transactions to make these civil tax charges stick.

"Normally, estate planning holds up because the (Internal Revenue) Code permits you to do a number of
things," says Charles Bruce, a Washingtan, D.C., attorney and expert on the use of trusts. "If you're
being aggressive, this case may stand for the proposition that you're going to end up in Tax Court."
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Messts. Lurie and Ze!l had 2 nickname for their collection of trusts and parmerships owned by trusts,
which served as their combined investment vehicle for real estate and other deals: "The Family "

The IRS alleged in Tax Court documents that Mr. Lurie used "false books and records,” "back-dated

documents” and "sham transactions.”

However ccmplex the case has become, atornzys for the Lurie estate say the IRS has simply not proved
the neart of s case.

"There is innuendo, but never any showing these were false books and records,” says Robert Levin, the
Lurie estate's lead attomey. "A lot of this is gratuitous. There was not a single witness to say these tax
returns were false. It is completely unsubstantiated.”

Colorful characters

The case is a dichotomous blend of dry, technical legal issues and colortul characters, from the
irreverent, motorcycle-riding Mr. Zell to the noted Chicago tax-shelier attomney Burton Kanier, whose
Jlients and law partners participated in seme of the carliest deals of what would become the Zell-Lune

‘mpire.
Thus is the latest in a series of cases the IRS has pursued against Mr. Kanter's clients as well as Mr.

Kanter himszlf, including a claim for $53 million against the estate of A. N. Pritzker, the patriarch of
Chicago's wealthiest family, which was settled out of court in 1994 for $9.5 million (Crain's, April 25,

1994).

"Clearly, I've been a target for a long time," says Mr. Kanter in a telepaone interview. "I don't see any
likelihood of that changing.” '

Mr. Kanter was also a witness in the recent Lurie estate Tax Court trial.

Qver the objections of attorneys for M. Kanter and the Lusis estate, the IRS repeatedly brought up
during the trial 2 23-year-old case in which Messrs. Zell and Kanter and Roger Baskes — who is Mr.
Zell's brother-in-law and a former partner of Mr. Kanter -- were indicted in a tax-evasion scheme
involving foreign trusts at 2 bank in the Bahamas.

"That was an attempt to tarnish somebody with somebody else's problem,” says Chucago attorney
Stephen Novack, who represents Mr. Zell. "It was designed to prejudice the court.”

In that case, which grew out of a controversial IRS investigation called Project Heven, the charges
against Mr. Zell were dismissed, Mr. Kanter was acquitted and Mr. Baskes was convicted and sentenced

to two years in prison.

"Advocated family trusts’

At the recent trial in the Lurie estate case, Mr. Zell testified that he encouraged Mr. Lurie to use trusts in
his business deals and served as the first trustes of the Lude family trusts, shortly after the two college
frier.ds aad business partners teamed up again in Chicago in 1969. (M. Kaater was the initial trustee of

Mr. Zell's family trusts.)

"I don't remember my exact language, bu: I'm sure I advocated family trusts as very effective and helpful
In creating estate plans," Mr. Zell testified.

A pretrial memo filed by the estate's lawyers notes that in 1969, M. Zell "spent rmuch time discussing
with Mr. A. N. Pritzker the concept of the use of trusts and the beacfits of 100%-financed transactions,
which laid the groundwork for much of the structure of the subsequent business activities in which Zell
and (M. Lurie) were to engage.” At the time, the Pritzker family -- through a senes of trusts -- was
investing in one of Mr. Zell's first mzjor real estate deals.
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"The success of Lurie's and Zell's schemes depended upon whether they coutd successfully obscure their
identity as the "transferors’ of the assets, income and real estate interests that they transferred to their
trusts,” the IRS alleged in its trial memo summarizing the case before witnesses were heard. "To hide
their identity as transferors they created the facade that their trusts’ wealth was the result of 'investments’

made by the trusts."

Notes Mr. Levin, the attorney for the Lurie estate: "That's easy to say in 2 trial memo, but it wasn't in
their opening statement and it was not (brought out) in the trial. There's nothing in here that's a facade.”

The case now moves into a post-rial phase of legal briefs and responses, which could take years before a
final decision is rendered by the court.

GRAPHIC: Rich testimony: In Tax Court, Sam Zell said he encouraged the late Robert Lurie to use
trusts and served as the first trustee of the Lurie family trusts.

LANGUAGE: ENGLISH
LOAD-DATE: March 12, 1999
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SECURITIES AND EXCHANGE COMMISSION, Applicant, v. BURTON KANTER and JOSHUA
KANTER, Respondents.

Case No. 98 C 2101

UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT OF ILLINOIS, EASTERN
DIVISION

1998 U.S. Dist. LEXIS 10902

July 9, 1998, Decided
July 10, 1998, Docketed

DISPOSITION: [*1] SEC's Application and Motion for an Order to Require Compliance with
Subpoenas GRANTED.

COUNSEL: For SECURITIES AND EXCHANGE COMMISSION, plaintiff: David J. Medow,
Michael J. Diver, United States Securities & Exchange Commission, Chicago, IL.

For BURTON KANTER, JOSHUA KANTER, defendants: Ray G. Rezner, William Scott Porterfield,
Gayle L. Yeatman, Barack, Ferrazzano, Kirschbaum, Perlman & Nagelberg, Chicago, IL.

JUDGES: ARLANDER KEYS, United States Magistrate Judge. Chief Judge Marvin E. Aspen.
OPINIONBY: ARLANDER KEYS
OPINION: MEMORANDUM OPINION AND ORDER

The dispute before the Court arises from Applicant's Motion for an Order to Require Compliance with
Subpoenas. For the reasons set forth below, the Court grants Applicant's motion.

BACKGROUND

On March 10, 1997, Applicant, the Securities and Exchange Commission ("SEC"), issued a formal order
of investigation nl concerning unregistered stock purchases made overseas by Ulster Investments
Limited ("Ulster") in October of 1993 and February of 1994. (Appl.'s Mem., Ex. B; Resp. at 4, 5.) The
SEC alleges that Ulster, incorporated overseas in Antigua, the West Indies, was created for the purpose
of purchasing the unregistered common [*2] stock of Site Holdings, Inc. f/k/a Site-Based Media, Inc.
("Site"). (Appl.'s Mem. at 4, 5; Reply, Ex. A.) According to the SEC, Ulster then sold the unregistered
stocks to Hibbard, Brown & Co., a New York broker-dealer. (Appl.'s Mem. at 4, 6.) The SEC's inquiry
concerns whether Ulster's purchases of unregistered shares of Site violated Regulation S. n2 (Appl.'s
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Mem. at 2); see 17 C.E.R. § 230 (1997), Regulation S (Preliminary Notes).

nl Pursuant to 17 C.F.R. § 203 (1997), a formal order of investigation authorizes the SEC to commence
a private investigation into possible federal securities law violations. Such orders autherize the agency to
subpoena testimony and documents, if necessary, from parties under investigation.

nZ Regulation S is applicable only to the Securities Act of 1933, 15 U.S.C. § 77(e) (1994). Regulation S
governs the offers and sales of unregistered securities made outside the United States. Under a
Regulation S registration exemption, unregistered securities acquired overseas may be resold in the
United States without registration. However, a Regulation S exemption does not apply to transactions
which are part of a "plan or scheme to evade" the Act's registration requirement. 17 C.F.R. § 230 (1997),
Regulation S (Preliminary Notes) at 579.

The SEC maintains that Respondents Burton and Joshua Kanter have information regarding the
Ulster-Site-Hibbard transactions. (Appl.'s Mem. at 5, 6.) The subpoenas request production of all
documents from January 1, 1993, through December 31, 1996, relating to the Ulster-Site-Hibbard
transactions. (Appl.'s Mem., Ex. A.) Further, the subpoenas request the production of all credit card
receipts and statements; calendars; appointment books; travel itineraries; telephone records; and bank
records from June of 1993, through July of 1994. (Appl.'s Mem., Ex. A.)

It appears that Burton Kanter’s mother established the St. John's trust -- Ulster's only shareholder -- at
her death in 1990, and made Burton Kanter's family, including Joshua Kanter, its beneficiaries. (Resp.
at 3, 4.) It further appears that at the time of the transactions, Burton Kanter was a director of Antigna
International Trust, Ltd. ("Antigua International”). (Appl.'s Mem. at 5.) Located overseas, Antigua
International is Ulster's sole director and the entity that incorporated Ulster prior to the stock transactions
in question. (Reply at 7.) The SEC claims that Burton Kanter may have arranged for Ulster's purchases
ofthe [*4] Site stock as’a "plan or scheme to evade the registration requirements of the Securities Act. .
.." (Appl's Mem. at 2.) The SEC contends that the Kanters may have improperly used "Kanter-related
entities” to facilitate the stock transactions. (Appl.'s Mem. at 6, 7; Reply at 7-9.) The investigation
includes Joshua Kanter, because, as a beneficiary of St. John's Trust, he may have documents relevant to
the SEC's investigation. (Reply at 7, 8.)

Before the Kanters received the subpoenas, Ulster had produced documents directly related to its
purchase of Site securities. (Resp. at 1.) However, the Kanters refused to comply with their subpoenas.
(Resp. at 1.) They claimed that the subpoenas were overly burdensome and too broad in scope, and that
Ulster had already voluntarily produced all documents relevant to the SEC's inquiry. (Resp. at 1, 2;
Appl’s Mem., Ex. E.) Although the SEC and the Kanters attempted to resolve their differences, they
were unable to agree as to the relevance of the subpoenaed, yet still unproduced, documents. (Appl’'s
Mem., Exs. F-1.) Thus, the SEC filed the instant motion to enforce compliance with the subpoenas duces
tecum.

DISCUSSION
A. [*5] The Scope of the SEC's Authority

Congress vested the SEC with broad discretion in its investigation of possible securities violations. The
SEC may "require the production of any books, papers, or other documents which {it] deems relevant or
material to the inquiry.” 15 U.S.C. § 77s (b) (emphasis added). However, the SEC may not abuse its
power and issue a subpoena for improper purposes such as harassing or pressuring the subpoenaed party.
United States v. Powell, 379 U.S. 48, 58, 131, Ed. 2d 112, 85 S. Ct. 248 (1964).

B. The Standard for Enforcing Administrative Subpoenas

An administrative agency acts within the scope of its investigatory powers when the inquiry is within the
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agency's authority, not too indefinite, and reasonably relevant to the investigation. United States v.

Morton Salt Co., 338 U.S. 632, 652, 94 L. Ed. 401, 70 S. Ct. 357 (1950). Further, to enforce its

subpoena, the agency must show that the investigation serves a "legitimate purpose, that the inquiry may

be relevant to the purpose, that the information sought is not already within the [agency's] possession,

and that the administrative steps required by the {agency] have [*6] been followed. . . ." Powell. 379
J.S. at 57-58.

C. Application of the Standard to the SEC's Subpoenas

The SEC satisfies the first elements of the Morton Salr and Powell tests, respectively, because the SEC
investigation is "within its authority" and serves a "legitimate purpose.” Congress allows the SEC to
investigate any potential securities law violation at its own discretion "whenever it shall appear to the
Commission . . . that the provisions of this subchapter, or of any mle or regulation prescribed under
authority thereof, have been or are about to be violated . .. ." 15 U.S.C. § 77t(a). The SEC's
investigation of Ulster's purchase of unregistered Site stock, and the possible violation of Regulation S,
lies within the SEC" s authority. Therefore, this Court has no reason to suspect the SEC’s inquiry is
outside its authority or serves an illegitimate purpose. n3

n3 The Court finds for the SEC despife the Kanters' protests alleging that the SEC has "unfairly”
atiacked Burton Kanter and targeted him because of his associations with people having "'regulatory
problems." (Resp. at 7, 8.) This Court finds ample other evidence giving the SEC legitimate reasons to
investigate the Kanters. Further, the standards the Court uses today speak of no "fairness"” requirement.
Therefore, this Court need not address the legitimacy of the Kanters' allegations.

Further, the documents the SEC has requested from the Kanters are "not too indefinite.” The "personal
records" which the Kanters particularly object to producing, such as the credit card receipts/statements;
bank records; appointment books; and telephone records, are only for the period between June of 1993
and July of 1994. The Ulster-Site-Hibbard transactions occurred in October of 1993 and February of
1994 and, therefore, the requested "personal” documents from around that particular time period are
relevant. The other, "non-personal” documents sought by the SEC cover the more extensive period from
January 1, 1993, through December 31, 1996, and concern entities associated with the Kanters and
possibly connected to the transactions. These documents are also relevant to the investigation, because
they may provide information concerning the Ulster-Site-Hibbard transactions. Thus, this Court finds
that the scope of the subpoenas is not too indefinite.

As touched upon above, the SEC's request satisfies the "reasonably relevant" and "relevant to the
purpose” elements of the Morton Salt and Powell tests, respectively. The Supreme Court, in Morion
Salt, analogized an administrative [*&] agency to a "Grand Jury, which does not depend on a case or
controversy for power to get evidence but can investigate merely on suspicion that the law is being
violated. ... " 338 UJ.S. at 642; see SEC v. Savage, 513 F.2d 188, 189 (7th Cir. 1975) (finding that the
SEC need not justify its investigative subpoenas by proving at the outset what the investigation is
“designed [to do] and authorized to illuminate.") The SEC has the power to investigate any possible
securities law violation. The SEC may investigate documents in the Kanters' possession which are
refevant to its investigation. The suspected violations appear related to the Kanters, or at least to entities
associated with them.

The Kanters raise two arguments to support their contention that the documents the SEC seeks are
irrelevant. First, they argue that they are innocent of any wrongdoing, and therefore, any additional
documents the SEC still secks are irrclevant to its investigation. (Resp. at 9, 10.) At this carly stage in
the investigation, however, the SEC need not have conclusive evidence of any wrongdoing by the
Kenters to seek an order forcing them to comply with the subpoenas. The suspected violations relate
[*9] to such matters as: the purpose of Ulster's formation; the possible plan to evade securities
registration requirements with the stock transactions; the resale of the stocks to a United States
corporation; and the roles Burton and Joshua Kanter may have played in the operations of Ulster and/or
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Site. Since the Kanters are involved with Ulster, Site and, to some dégree, the other entities included in
the subpoenas, the SEC's broad powers allow it to request all documents which it deems reasonably
relevant to the transactions. Those documents inciude the documents the Kanters refuse to produce.

The Kanters also argue that producing their personal financial records would violate their privacy rights.
(Resp. at 8.) They cite to In re McVane, 44 F.3d 1127 (2d Cir. 1995), in hopes of preventing disclosure
of their financial records. (Resp. at 8.) However, the McVane court found that only an investigation "of
such a sweeping nature and so unrelated to the matter properly under inquiry . . . . " would exceed
agency powers. 44 F.3d at 1135 (quoting Morton Salt, 338 T1.S. at 652). In re Gimbel added that people
choosing to involve themselves in intensely regulated industries should [*10] not expect to have the
same privacy interests as those who do not. 77 F.3d 593, 600 (2d Cir. 1996).

The Kanters, as businessmen, should not complain of privacy invasions when a regulatory body, such as
the SEC, requests information from them during an investigation of business transactions and possible
securities violations. The SEC is not improperly imposing upon the Kanters' privacy rights, because it is
statutorily authorized to investigate all relevant matters. The "personal” records that the SEC requests are
only those dating to approximately the time period surrounding the alleged securities violation. Surely,
the dates are specific enough that the inquiry may not be described as that of a "sweeping nature” or
“unrelated to the matter.” Therefore, the “personal” documents sought by the SEC are neither
unreasonable nor irrelevant to its investigation.

Satisfying the third Powell requirement, the SEC does not already possess any of the documents the
Kanters are refusing to produce. Although the Kanters claim that Ulster has already produced all
documents relevant to the Site offerings, the Kanters have not tumed over all the documents subpoenaed
by the SEC. Clearly, the [*11] SEC cannot obtain these materials from any other source. Ulster, for
instance, is a foreign corporation and cannot be compelled to produce any documents. As evidenced by
the correspondences between the SEC and the Kanters, the SEC does not possess any of the documents
it is now asking this Court to compel the Kanters to produce.

Finally, the SEC has followed the required "administrative steps” in seeking to compel the production of
documents. The sole requirement under the SEC' s Rules Relating to Investigations 1s that the agency
issue a formal order of investigation before issuing a subpoena. 17 C.F.R. § 203 (1997). The SEC
followed the requirement by issuing the formal order of investigation on March 10, 1997, and serving
the Kanters with their separate subpoenas.

CONCLUSION

The SEC has satisfied both the Morton Salt and Powell tests for enforcing compliance with an
administrative subpoena. Therefore, the Respondents Burton and Joshua Kanter are directed to produce
all documents requested by the SEC's subpoenas.

IT IS THEREFORE ORDERED that the SEC's Application and Motion for an Order to Require
Compliance with Subpoenas be, and the same hereby is, [*12] GRANTED. The documents described
in said subpoenas shall be produced no later than July 17, 1998.

DATED: July 9, 1998

ENTER:

ARLANDER KEYS

LRl G |
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HEADLINE: Tax guru, IRS ready for face-off;
Lawyers to stars returns to court

BYLINE: By PAUL MERRION

BODY:
Once again, Burton W. Kanter is going to have his day in court.

One of Chicago's most prominent -- and controversial -- tax attorneys is heading to trial in U.S. Tax
Court here next month to defend almost 10 years worth of transactions, with more than $ 10 million in
back taxes and penalties at stake.

The trial, scheduled to start June 13 in Chicago, is expected to last at least two weeks.

As one of the nation's leading experts on the use of trusts and other ways to avoid taxes -- a subject on
which he lectures at the University of Chicago law school -- Mr. Kanter has helped numerous wealthy
Americans set up complicated arrangements of trusts and other entities to reduce their taxes.

"But Kanter is probably the one lawyer that every lawyer in town would recommend,” says Bruce Frey,
president of Glencoe-based real estate finm BIF Development Inc., who teamed up with Mr. Kanter and
former Chicago Bears coach Mike Ditka last year in an unsuccessful bid for the Miami Dolphins
franchise.

However, the Internal Revenue Service has challenged several of the deals he has structured for clients,
such as Chicago's Pritzker family -- owners of the Hyatt Corp. hotel chain -- and several in the
entertainment industry, including musician John Fogerty, leader of Creedence Clearwater Revival.

Often, his clients have won or reached a favorable settlement after going to U.S. Tax Court. Last month,
for example, the Pritzkers settled, for § 9.5 million, a case involving more than $ 150 million in back
taxes.

Mr. Kanter himself was acquitted in 1977 of a criminal conspiracy to avoid taxes on the profits from the
$ 9.1-million sale of a Nevada apartment building, although his law partner at the time, Roger Baskes,
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was sentenced to two years in prison for the same charge.

“Burt Kanter took the stand,” says George Cotsirilos, Mr. Kanter's attorney in that case. "That exposed
the defendant to any kind of attack the prosecutor had. The man was completely innocent.”

Under close scrutiny

Since the mid-1970s, when the IRS and the Department of Justice mounted "Project Haven," a major
investigation centered on Castle Bank & Trust (Bahamas) Ltd., Mr. Kanter has been under close scrutiny
by the government.

"Castle (Bank) was a tax haven first and foremost . . . used from time to time to launder illicit funds,"
says Alan Block, a Pennsylvania State University criminology professor, in his book about the Project

Haven investigation, "Masters of Paradise: Organized Crime and the Internal Revenue Service in the
Bahamas."”

"It was Burt Kanter . . . who was instrumental in Castle's formation,” according to Mr. Block's book,
which is based on a four-year investigation into the matter.

M. kanter has consistently denied government allegations that he was an owner of Castle Bank, and
those charges have never been proved in court.

The Project Haven investigation was ultimately hamstrung when an IRS informant stole a list of the
bank’s clients, which made the evidence inadmissible in court.

Mr. Block’s book points out why the government has wanted for years to prove Mr. Kanter's ownership
interest in Castle Bank.

He cites a U.S. Tax Court case in the late 1980s in which the IRS charged Saul Zaentz, a client of Mr.
Kanter, with using Castle to evade taxes on his stake in the award-winning film "One Flew Over the
Cuckoo's Nest."

The IRS sought to prove Mr. Kanter's ownership of Castle, IRS attorney Eugene Ciranni argued at the
trial, in order to bolster the government's position "that a good, hard look at the entire circular
transaction reveals a complete lack of any real economic purpose, beyond tax avoidance.”

Quoting from court documents, the book notes the government's allegation that Castle Bank was "not
independent in any respect . . . Castle basically served as an arm of (Mr. Kanter's law firm at the time),

and even had a Chicago bank account for which Burton Kanter had signatory authority. . . . Its job was
to carry out Kanter's tax plans.”

The Zaentz case was settled in June 1990, without resolving the issue of Castle Bank's ownership.
Mr. Kanter did not return repeated calls for comment.
Another battle

Now, Mr. Kanter, his wife, Naomi, and several firms or partnerships he allegedly controls are preparing
for another monumental battle with the IRS.

In the arcane world of civil tax litigation, it's difficult to glean from the U.S. Tax Court's public record
what the case is all about, and lawyers for Mr. Kanter and the IRS aren't talking.

But several discovery motions filed by Mr. Kanter's layers, quoting proposed IRS allegations not yet in
the public record, show the government may take another stab at proving Mr. Kanter was an owner of
Castle Bank.

Aside from the Castle Bank issue, Mr. Kanter's lawyers also asked for proof of IRS allegations that an
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“income-concealing device used by Mr. Kanter was the transfer of money from one entity to another,
from one dummy (entity) to Mr. Kanter under the guise that it was a 'loan" and that these "loans were
never intended to be repaid, and in fact, were not repaid, unless and until the government questioned a
particular 'loan."

In general, the IRS is pursuing "assignment of income" issues, says Royal Martin, 2 Chicago attomey
who represents Claude Ballard, a partner in the Chicago office of invesiment bank Goldman Sachs &

Co.

Mr. Ballard, whom Mr. Martin describes as a "longtime friend"” of Mr. Kanter, is challenging an IRS
claim for back taxes in a case that has been consolidated with Mr. Kanter's upcoming trial.

Basically, Mr. Martin adds, "the IRS has taken the position that the income of corporations owned by
trusts, the beneficiaries of which are Burton Kanter and his family" should be taxed as income on their
individual tax returns instead.

John Comeau, lead IRS attorney on the case, did not return repeated phone calls seeking comment.

Mr. Martin, who also represents the estate of Robert Lisle, an insurance executive who died last year,
claims that his clients are simply "longtime friends of Kanter's" and he could not explain why they are a

party to the case.

Mr. Martin notes that the IRS allegations cited by Mr. Kanter's attorneys are merely "proposed"”
allegations that "if filed, would be filed when we commence trial in June.”

"The language employed by the (Internal Revenue) Service is a bit of hyperbole,” adds Mr. Martin. "It
will be proven groundless.”

Also, he notes, "we have no understanding why the ownership of Castle Bank is an issue.”
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HEADLINE: Pritzker tax showdown,;
IRS readies press for $ 53 mil.

BYLINE: By PAUL MERRION
DATELINE: WASHINGTON

BODY:
Chicago’s Pritzker family is heading for a multimillion-dollar showdown with the Internal Revenue
Service over aggressive tactics the wealthy family used to avoid personal income and estate taxes,

CRAIN'S CHICAGO BUSINESS learned.

For the last 10 years, the IRS has doggedly challenged the Pritzker family's heavy use of foreign tusts
and other sophisticated tax-avoidance techniques to shelter the proceeds of their vast hotel,
manufacturing and financial empire, estimated to be worth $ 4.5 billion.

With more than $ 150 million in additional income and estate taxes now at stake, attomeys for the
Pritzker family and the IRS have pursued a settiement for five years, according to filings with the U.S.
Tax Court here.

But those talks now are at an impasse and the government expects to seek a trial starting early next year,
according to an IRS attomey who is involved with the case but who asked not to be named.

"No settlement is likely," says the attorney. "It will all become very public fairly soon.”

Negotiations to reach a settlement have centered recently on a Z-year-old case involving the estate of A.
N. Pritzker.

When the patriarch died in February 1986 at the age of 90, he headed a family whose fortune then was
estimated by Forbes at § 2.3 billion. Holdings included the Hyatt Corp. hotel chain and Marmon Group
Inc., and industrial conglomerate with 1991 revenues of $ 3.9 billion.

Yet, as the result of a foreign trust arrangement masterminded more than 15 years ago by Chicago
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attorney Burton Kanter, one of the country's best-known tax-avoidance experts, no estate taxes wers
paid.

In a "notice of deficiency” issued in May 1990, the IRS alleges that the foreign trust was a "sham" and
the A. N. Pritzker estate should have been valued at $ 97,393,835, creating a federal estate tax liability of
3 53,207,409.

The outcome of 12 other related cases -- involving Hyatt Corp. Chairman Jay Pritzker, son of A. N.
Pritzker and executor of his estate, as well as other descendants -- hinges largely on the estate case.

A major issue in those cases is whether income from the family holding company, Great Lakes Corp.,
was properly transferred to foreign trusts or should have been taxable income to the heirs.

Because the IRS has filed challenges for only a few of the years in which foreign trusts were used by the
Pritzkers, the tax liabilities proposed by the agency in both existing and potential cases "substantia{ly
exceed $ 100 million," according to a U.S. Tax Court filing in 1988 -- before the IRS went after an
additional $ 53.2 million from the A. N. Pritzker estate.

"Depending on the court's decision” if and when the estate case goes 1o trial, "a lct of other cases could
fall into place,” says the IRS attomey. "The question is, how far can you stretch the tax laws to shift
income from domestic corporations to foreign trusts and pass on to heirs without paying estate tax?"

Foreign trusts are typically used nowadays to protect assets from litigation, not to avoid estate taxes. In
that sense, the case is unusual and could break new lega! ground. Foreign trusts came inito vogue during
the 1960s, but were sharply restricted by Congress in 1976.

Currently, there is an "extremely unusual set of circumstances in which it could be legal and effective”
to avoid estate taxes through a foreign trust, says Virginia attorney Howard Zaritsky, an expert on
foreign trusts.

"If it's tried, it will be an interesting trial,” agrees Mr. Kanter, who is now of counsel to Neal Gerber &
Eisenberg, the law firm that represents the Pritzker family on tax matters. "I think they'll be proved
wrong," he says, referring to the IRS, while noting that he may be a witness in the case.

Mr. Kanter has come to blows with the IRS before.

In the mid-1970s, the IRS believed he was the brains behind the controversial Castle Bank & Trust Co.
in the Bahamas -- a claim he stoutly denies.

Castle Bank was targeted by the IRS in a highly publicized investigation called Project Haven for its
alleged role in setting up tax shelters for wealthy Americans.

In the probe, an IRS informant stole a client list from the bank's president, which listed some 300
prominent Americans, including Jay Pritzker and Hugh Hefner, founder of Playboy Enterprises Inc.

1977 acquittal

Mr. Kanter was acquitted in 1977 of conspiring to conceal profits from a $ 9.1-million Nevada hotel sale
by allegedly depositing the proceeds in the now-defunct bank, but his law partner at the time, Roger
Baskes, was convicted and sentenced to two years in prison.

Harold Lipsitz, the Pritzker family's main attorney on the case, refused to commernt. Jay Pritzker was out
of the country last week and could not be reached for comment.

Generally, a foreign trust involves the creation of a trust by a foreign national, using his or her own
funds; the foreign national then appoints a third party as trustee. When acquired by the trust, the U.S.
taxpayer’s assets are theoretically no lenger considered part of the taxpayer's estate, and are managed for

the benefit of the trust's beneficiaries.
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What's tricky is that the transactions have to be at arm's length and the taxpayer has to give up control.
The IRS is refuting both propositions in the case of the A. N. Pritzker estate.

The U.S. Tax Court recently upheld the use of foreign trusts to purchase a private annuity, which
provides income to the taxpayer while sheltering asset gains from taxation. But Mr. Kanter says no
private annuities were involved in the Pritzker case.

While details have not been made public, the IRS is alleging that the late Mr. Pritzker designed the trust
"to mask his role as virtual owner of the trust property during his lifetime, rendering the entire
arrangement a sham.”

During his life, according to the IRS filing, the late Mr. Pritzker transferred more than § 94.7 million
worth of property to several foreign trusts "through a series of bargain sales and through other gratuitous

transfers."

While the IRS is taking a tough stance, experts note that the agency filed a sweeping notice of
deficiency, and the issues are likely to become much narrower as the case progresses.

Noteworthy language

Calling the arrangement a sham is "noteworthy," says Charles Bruce, a Washington attorney who
published an article on foreign trusts recently. "You don't see the government taking that position in too
many cases. There are very few cases where the government has successfully 'shammed' a foreign trust.

In the last toe-to-toe confrontation between the Pritzkers and the IRS, the government alleged that Great
Lakes Corp., the family holding compary, could not be used to offset income from Hyatt and Marmon
with losses from unrelated motion picture deals and other alleged tax shelters.

Seeking about $ 19.5 million in back taxes for the years 1971 through 1973, the IRS eventually settled
last October for $ 549,479, after U.S. Tax Court Judge Edna Parker, who is overseeing the consolidated
Pritzker tax cases, refused to allow more time for negotiations and scheduled the case for trial.

That settlement dealt with the alleged tax shelters, not whether the Pritzkers could file a consolidated
corporate return. The guts of the case had been made moot by a special provision tucked into the 1986
Tax Reform Act by Rep. Dan Rostenkowski, D-Chicago, chairman of the House Ways and Means
Committee.

The provision, designed specifically for the Pritzkers, established that Great Lakes could file a
consolidated return as a matter of law.

PRITZKER VS. THE IRS

A. N. Pritzker

Vice-chairman of Hyatt Corp. and patriarch of family empire estimated at $ 2.3 billion at the time of his
death.

Died: 2/8/86

Taxable estate: § 97,393,835

Amount in foreign trusts: $ 94,760,410

Estate tax paid: $ 0

Taxes sought by IRS: $ 53,207,409

Source: Internal Revenue Service

CRAIN'S/RICHARD CARTON

GRAPHIC: Photo, no caption, AP/WIDE WORLD
LANGUAGE: ENGLISH
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HEADLINE: Jimm Moran, master salesman
BYLINE: By Graham Button

HIGHLIGHT: .
Bom poor, James Moran beat cancer and has built a § 700 million business selling cars. He didn't beat

the Justice Department, but there's a twist on that, too.

BODY:

OLDER CHICAGOANS still remember Jim Moran from the 1950s. He was "Jim Moran the Courtesy
Man," a local TV advertising phenomenon. His Courtesy Motors was the world's largest Ford dealer; as
show host, Moran beat out Ed Sullivan and Steve Allen in a local popularity poll. Or so reported Time
magazine when it put the car dealer on its cover in 1961.

Today Moran is 71. In his first interview with a national publication in nearly three decades, Moran says
he moved to Hillsboro Beach, Fla. in 1966 when his doctor tald him he had less than a year to live. "My
whole world came crashing down at 47 years of age," Moran recalls.

Moran fought back the cancer and overcame several other health problems. And ke managed to keep his
$ 2.4 billion (sales) automotive empire, JM Family Enterprises, Inc., one of America's best-kept secrets.

M Family Enterprises has 2,300 employees in more than 25 automotive-related subsidiaries. The
centerpiece is Southeast Toyota Distributors, which Moran opened in 1968. Today Southeast is perhaps
the largest independent automotive distributor in the world. Moran has supplied some 2 million cars,
vans and trucks, and support services, to what are now 165 dealers in five southeastern states. Last year
over 151,000 Toyotas passed through Southeast's sprawling, 70-acre port and accesserizing plant in
Jacksonville. Moran also owns a company to supply parts, one for insurance, one for financing, another
for leasing, and a Puerto Rico chemical company that makes automotive paint sealants and undercoating.

That accessonizing plant was one important key to Southeast's riches. The cars armving from Japan were
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like virgin Christmas trees, waiting to be trimmed with sunroofs, vinyl tops, alloy wheels, air
conditioners, stereo radios and so on. In its heyday, Moran's accessorization subsidiary, Joyserve,
resembled a Detroit assembly line, and the profit margins on many items were phenomenal. By one
dealer's estimate, Moran was making $ 10 million a year on car pinstripes alone. With freight charges
and other mark-ups, Moran had an average pretax profit of at least $ 1,000 per car. ;

Along the way, Moran has been responsible for a number of innovations. He started the first finance
company for U.S. dealers of imported cars; his World Omni Financial Corp. now has § 2.5 billion in
loans outstanding. Moran's was the first U.S. dealer network to computerize inventory control, retail
sales reporting, and warranty claims submission. Many of his dealers have, as a result, become
multimillionaires.

Moran's hard work and creativity have amply rewarded him, too. Altogether, FORBES estimates, in
1988 M Family netted around $ 200 miltion pretax from distribution and all his other businesses. Value
of a business like this: around $ 700 million.

Moran grew up during the Depression, the only son of a Chicago cigar store clerk. He is still proud of
his Horatio Algeresque story. A few days before Moran's 14th birthday, his father died. "We had an Inish
wake on the fourth floor of 2 walkup,” says Moran. "My mother had a ham and you know, some beer
and ginger ale, and you passed the hat."

His passion was cars. Soon after graduating from high school, Moran bought a Sinclair filling station for
$ 360. He shelled out $ 75 for the first car he rebuilt, a 1936 Ford, in 1944, he installed a new clutch,
spiffed it up, and sold it for § 235. That beat pumping gas. He turned his station over to hus
brother-in-law and borrowed $ 5,000 to start a used car lot.

"That first month I made $ 3,000 -- $ 3,000?" he exclaims, as if still in awe.

Moran wanted a new car dealership and eventually got a Hudson franchise. But it was the way Moran
sold cars, not the make itself, that was Courtesy Motors' secret.

"I had a television set,” he recalls. "All I had to do was look at it and say, 'My God. What a way to
advertise cars! And nobody is doing it."" The year was 1948.

Soon he was sponsoring his own TV programs, including Wrestling from Rainbow and Sunday Night
Movies. He personally hosted a country and westem music show, and customers flocked to the
salesman/celebrity's dealership. Time would later say that Moran's voice "seizes the listener -- especially
women,” sending "shivers up and down the stitching of many a wallet and purse.” Soon Moran was
moving over 15% of Hudson's output.

When he switched to Ford in 1955 (Hudson merged with Nash-Kelvinator in 1954), Moran already had
his Chicago variety show, the Jim Moran Courtesy Hour. Moran held his own with the top stars of the
day -- Bob Hope, Mickey Rooney, Danny Thomas and many others. Within 30 days Courtesy Motors
was reportedly the world's largest Ford dealer.

By 1966 Moran was living a life far from the Irish enclave on Chicago's north side. He had a wife, three
kids, a house with a pool in the suburbs, lots of money, the admiration of the community, a vacation
home in Florida, That's when his doctors told him he had a year to live. "It's a very traumatic thing,” he
says, "when somebody hits you with that big C."

Moran turned over Courtesy Motors to his son-in-law and general manager and moved to Florida, where
he has waged a long and, say his doctors, successful fight against cancer.

But Moran was not cut out for the role of idle convalescent. Soon after arriving in Florida, he got a
Pontiac dealership. Today JM Pontiac, now based in Hollywood, Fla., is recognized by General Motors
as the nation’s largest Pontiac dealer.

Meanwhile, Toyota was trying to build sales in the U.S. It needed distributors to set up dealer networks,
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and wall willing to share profits with American entrepreneurs. Moran decided to try the Japanese.
Southeast Toyota was incorporated in Pompano Beach, Fla., and thanks to clever marketing, Moran soon

became the largest Toyota distributor in the U.S.
From merely rich, he became megawealthy.

Moran had realized early on that he needed the best relations with Toyota's top officers, who would
ultimately decide how many care he could get. Moran, says a former Toyota Motor Sales U.S.A.
executive, "has done an excellent job of catering to the Japanese need for stroking. He's real good at
stroking up front, and then stroking below the table.” According to documents obtained by FORBES and
corroborated by former Southeast Toyota employees, Moran agreed from the beginning to pay at least
one top Japanese officer $ 10 for every car sold above a predetermined level. Moran denies any such
arrangement existed.

We now meet the skeleton in Moran's closet. In 1973 something called Project Haven came to light. This
was, at the time, the largest-ever [RS probe into tax evasion through the use of offshore tax havens. IRS
agents sureptitiously obtained the contents of a briefcase belonging to an officer of Castle Bank &
Trust, of Nassau, Bahamas. (The Supreme Court later ruled that the evidence could not be suppressed by
the defendants.)

In the briefcase was a list of prominent Americans with accounts at Castle Bank: Chicago's Pritzker
family; actor Tony Curtis; Playboy's Hugh Hefner; Penthouse's Bob Guccione; the late Morris (Moe)
Dalitz, known for his ties to the Teamsters and the mob; and Jim Moran and three top Japanese Toyota
officials.

One of those Toyota officials, Shoji Hattord, then in charge of Toyota's U.S. operation, was later indicted
for allegedly using Castle Bank to evade taxes on kickbacks from three Toyota distributors (Moran was
not among them) for awarding Toyota distributorships; Hattori fled the country, and remains a fugitive
from U.S. justice.

Project Haven opened a Pandora's box. According to IRS investigators, Castle Bank & Trust had been
created to evade U.S. taxes. Among the bank's key players was Burton Kanter, a noted Chicago tax
specialist whose clients included members of Cleveland's organized crime fraternity. The authorities
wanted to know more about Kanter and Castle Bank.

In 1978, more than five years after Project Haven made headlines, Moran was indicted for criminal tax
fraud. He hired a Hollywood, Fla. lawyer, Steadman Stahl Jr., to defend him.

Moran cut -- or thought he'd cut -- a deal with the Justice Department. In return for immunity, he would
provide the feds with evidence establishing Kanter's ownership in Castle Bank. According to people
familiar with the case, Moran delivered his side of the bargain. But then the inexplicable happened:
Moran's lawyer, Stahl, moved to have the evidence sealed. And the Justice Department's lawyers agreed.
No Kanter, no immunity deal with Moran.

In 1984 Moran pleaded guilty to seven counts of filing false individual and corporate tax returns. He
drew a suspended two-year sentence, a civil settlement in excess of $ 12 million, and a community
service requirement that he satisfied by establishing a training center where underprivileged children
leamn car maintenance.

What went wrong? Alan Block, a criminologist at Penn State University who has written a monograph
about organized crime and the IRS in the Bahamas, and has carefully reviewed the Moran case, thinks
Moran was victimized. "I believe Moran produced the evidence necessary to go after Kanter," says
Black. "It's quite clear, in my mind, that Justice did not honor its deal with Moran.” In Block's opinion,
Kanter used Justice Department connections to derail the case.

Why would Justice not have honored its deal? Richard Jaffe, now an investigator in the Florida state
attorney's office, was the IRS agent who led the Project Haven investigation. Donald Van Koughnet, 2
Florida attorney, is a specialist in legitimate offshore trusts; he was also involved in the later stages of
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Morar’s defense. Both Jaffe and Van Koughnet believe that Stahl, and pethaps lawyers inside the Justice
Department, were trying to protect Kanter. Under this somewhat conspiratorial theory, Moran was

simply the fall guy.

Another fall guy was Roger Baskes, a partner in Kanter's Chicage law firm. He was convicted of setting
up tax evasion schemes in Castle Bank for his clients. Kanter faced tax conspiracy charges in a case
arising out of Project Haven; he was acquitted in 1977, and to this day maintains he was never a
principal in Castle Bank.

One thing is clear. In asking Steadman Stahl to defend him, Moran could have done better. In 1985 Stahl
was convicted of obstructing justice while defending a local drug kingpin. Stzhl served two years and
has been readmitted to the Florida bar. Asked about his alleged misrepresentation of Moran, Stahl
dismisses it as a "vicious lie." He contends -- and at least one Justice official involved in the case backs
him up -- that the evidence provided in Moran's defense wasn't sufficient to prosecute Kanter.

Why then did Stahl move to seal the evidence? Stahl says that by prior agreement with the government,
the evidence would not be made publie if it was not compelling.

What says victim Moran, if victim he was? Nothing. He's muzzied. Williams & Connolly, Moran's
current counsel, has strongly advised him to say nothing about his tax case.

"Every bone in my body says yes, I should talk about it, but my lawyers say no," says Moran. And so the
skeleton still rattles.

Why bother with a decade-old tax case? Because it took a heavy toll on Moran -- he says it caused his
stroke in 1983 -- and because it could have cost him his business. Under the terms of its distributorship
agreement, Toyota could have terminated Moran's franchise. But Toyota apparently wasn't prepared to
part company with the man once responsible for selling nearly one out of every five Toyotas in the U.S.
Says Don Sigmon, a Toyota dealer in Greenville, N.C.: "I can assure you that [Toyota Chairman] Eiji
Toyoda and President [Shoichiro] Toyoda love Jim Moran. He has always been a producer.”

Many of the dealers who get their cars from Southeast also think highly of Moran. In years past he has
flown virtually every Southeast dealer or general manager, with their spouses, to an annual
all-expenses-paid gala, usually in places like Hawaii or even Tokyo. Topping off thesc occasions was a
multimillion-dollar money pool -- funded by Southeast and the dealers -- called the "cashbash," in which
dealers could draw for cash prizes of up to $ 100,000.

"Everybody like money," reasens Moran, who says he has doled our $ 100,000 bonuses to people
making $ 50,000 salary. "Hey -- that gets his attention,” says the master salesman. "You couldn't drive
“him off with a baseball bat."

But life with Toyota took on a troubling cast with the introduction of car import quotas in 1981.
Overnight, dealers had to fight for cars that were in short supply. Under Toyota's "turn-to-earn”
allocation system -~ in which the 12 U.S. distributors, company-owned and private, competed for
monthly allocations from Japan -- competition for cars among distributors grew fierce.

Some of Southeast's district managers began encouraging dealers to file false sales reports, so as to get
more cars. This backfired when, in 1986, a few North Carolina dealers who refused to go along with the
alleged scheme petitioned state regulators to revoke Moran's license to operate.

The key plaintiff in a $ 40 million suit against Southeast Toyota was North Carolina's first (and most
successful) Toyota dealer, Garson Rice. He had vied against Moran for the original Southeast franchise
back in 1968. Now he won some revenge from Moran in the form of a staggering $ 22 million
out-of-court settlement.

Moran had other dealer problems when the rising yen jacked up prices and competition from new
imports and better-made domestics started squeezing margins. But instead of cutting prices to its dealers,
Southeast basically held the line.
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Sensing Moran's vulnerability after the sefﬂermm with Rice, other dealers are beginning to grumbie.
Richard Beasley, a prominent South Carolina banker and Toyota dealer, has filed 2 § 70 million
complaint thata representame of Southeast falsified his books and coerced his deale ership to file false
saIes reports under the threat of loss of his franchise. Moran denjes all the charges and vows to i
Beasley vigorously.

ight

According to some estimates, half of Toyota's U.S. dealers lost money in 1988. Cars are starting 1o back
up on dealer lots. In January Moran scaled back h=s accessonizing opnravor bv more than one-third and
announced price reductions. This ¥ vear, there will be no motivational trips to Hawail.

The future of Moran's JM Family Enterprises after its founder passes from he scene is by no means
clear Toyota's long-term goal, accordmc to some observers, 1§ to regain conirol of its three remaining
independent dzstrbatorsth% mchzmnc Moran's. But for now, oran has renewed his franchise

agreement for six more years.

"I've been asstred fram the top on down that [ have it ad infinitum,” says Moran. "But," he adds,
"nothing ts forever.” Moran has done what he can to Concmtratv contro! within his mmxlv Bestdes
son- mJaw John McNally and daughter Pat {both pob\)11 ceessors), Moran's second wife, his son

James Jr. and danghter Arline (Vic\all» s wife) are all key e\vu.mps or at least cn the board.

Moran himself contirues to work a nine-hour dav, six days a week. Hard work is as much a part of h
as the gruesome cancer surgery scars he offers to show a FORBES renoner Recalling that Sinclair
station he hought with § 360 in 1939 he says: "I worked seven days a week, from 6 aﬂ in m«a momin
10 o'clock at mght, 365 days a year,” Retiremen:? "I wouldn't know what to do with myszlf." he rephiss.

"I'd go crazy.”

GRAPHIC: Picture 1, Jarnes Moran in front of Southeast Toyota's headquarters, In his heyday, he sold
one out of ev ery five Toyoms in the U.S. Bill Wax; Picture 2, Moran as cover subject and TV star “The
Courtesy Man."; Picture 3, Moran as cover subject and TV star “The Courtesy Man.", Chicago Tribune
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SYBIL KENNEDY: T agreed to take Mr. Wolstomecroft to dirner. And
whlle we were at dinner, I had given Mr. Casper a Key to my apartment.
Mr. Wolstonecroft left hls briefcase in my apartment. .

NORM CASPER [Undercover agent tor IRS]: I opened up the briefcase
and handed the-- the documents to an IRS agent. And they fllmed it,
handed 1t back to me, and I placed 1t back 1ln the briefcase.

MIKZ WALLACE: So you and Wolstonecroft--

KENNEDY: Went back to the apartment. He plcked up the bdrlefease.
He never knew that 1t had even been touched.

MORLEZY SAFER: Come along with us tonight to 2 place you've probably
never heard of, & place ycu're net likely to visit, a place where
the streets do run with gold, where a cltlzen never pays a doctor's
bill, never pays rent, never pays taxes; man fcr man, woman for
woman, chlild for child, the richest people on earth.

DAN RATHER: This ds the kxind of thing we're talking adcut.
[Special effect]
Is thls the most complicated thing of 1ts sort you'wve ever been 1nto?

BARRY BIEDERMAN [Senior VP, Needhazm-Harper ad agencyj: Oh, I--
Absolutely. I think 1t's probably the most complicasted specilal
alfects Job ever done on television commercials.

WALLACE: I'm Mlke Wallsce.

SAFER: i’m Morley Safer. Dan Rather 1s on assignment. In 2 moment,
those stories and more tonight on 60 MINUTES.

[Announcements]
["THE CASTLE BANK CAPER"]

MIKE WALLACE: "The Castle Bank Caper"” 1s a story about taxes. Ncbody
wants to pay more taxes than he has to -~ legally. That 13 called tex
avoldance. Tax evasion 1s another thing. That is 1llegal. Well,
both dodges - avoidance arnd evasion - are posslble for Americans In
some tiny off-shore 1slands 1n the Caribbean, 1slands called tax
havene. Some Americans dolng business there, banking there, pay no
income tax, no capltal gains tax., Indeed, thoses islands have been
described in the U,S. Congress as "pirate nations"” that each year
defraud the United States of hundreds of millicns of dollars. Well,
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a Miaml private detective declded he wanted to help save gome of thoss
mlillons for the United States, so he went to work on 1i%. His name
15 Nerman Casper.

Norm Casper lives on Key Bilscayne near Mlami. At first glance, he
looks llke any other modest suburban home owner. But in fact he
worked two years as an undercover agent for IRS. is code
designation, TW-24.

NORM CASPER: That was a code designation for Trade Winds, and
obviausly I must have been the twenty-fourth informant that came
along. I don't know what happened to the other twenty-threa.
WALLACE: You were pald how much?

CASPER: Approximately twenty-six thousand dollars.
WALLACE: Over a perilod of two years?
A little over two years.

Paid by the U.S. Government?

Correct.

Casper's target lay fifty miles off Flerida in the Bahamas.
outfit called Castle Bank and Trust.

These ars the offlces of Castle Bank and Trust in downtown Nassau ~
like most banks in the Bahamas, a private institution. There are nc
tellers inslde (they don't want depositors just walking in off the
street) but they are sald to handle more than a guarter billion
dellars 1n gssets. There are a few employees 1in there; madest
quarters; a shredding machine. And Internal Revenue was sald to b=
curious about thelr clients.

CASPER: I know that when I first got involved with Castle Bank and
Trust, that there was an almost paranoid fear of the IRS.

WALLACE: The IRS was stymled 1n 1t¢s efforts to find out more about
Castle Bank by the Bahamas Bank secrecy laws. A barnk employee there
can go to jall for reveallng Information about depositors.

ZR: Mr. Wallace, the banking laws over there have been formulatsd
vy and simply %o hide money. If 1t's completely above board, why
all the secrecy?

WALLACE: Not just Casper, but Congressman Ben Rosenthal, of th
Coemmittee tnat oversees the IRS, complains about Bahamlan secr

EP. BINJAMIN ROSENTEAL [Dem., New York]: There 1s in fact a Berlin
21l surrounding the Bashamas, and there's virtually no way that that
overnment will cooperate with our government in asslstlng-- azssisting

=

09
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the enforcement of United States tax laws. And additilonally, they
make it easy for 11llicit money, illegally obtalned money, to find
its way lnto channels in which 1t can rest and net only aveld taxes,
but aveld accountabillilty.

WALLACE: The Governcr of the Central Bank cf the 3Bshamas 1s Basil
Doraldson.

Wnat 1f you have reason tc belleve that some cof the people who are
barking here in the Bazhamas and private banks have been breaking cur

laws, United States laws? Does that interest ycu?
COVERNOR DONALDSON: Well, that ~— that 1Is not-- With respect,
that's-— that's a matter for the Unlted States Government

WALLACE: But don't you--

ZOVERNOR DONALDSON: Could we-— could you expect a small country like
+he Bahamas Lo spend all 1is time, with our limlted rescurces, limited
personnel, pollcing the citizens of the United States? I mean, this
would—- this would occupy cur time. This 1s a2 matter for ths United
Stetes Government to do. JYt~- 1% simply 1ndlcates that the United
States Government is not delng 1ts own pollizing.
WALLACE: Well, Norman Casper was hired by the Irntelligence Divislon
cf IRS to try to finger U.S. tax evaders 1n the Bahamas, and that 1is
whera Castle Bank came under scrutiny. Based largsly on Casper's
reports, the IRS came to believe Castle Bank was just a sham. Neot 1n
truth an offshore bank owned and run by Bzhamlans. but a captive
institution effectively controlled by Americans, who were using the
barnk to hide thelr elients' meney, not to aveld taxes but to evade
them. And evasion 1s 1llegal.

CASPER: If it's all legitimate, why such paranola, why suck a fezr?
Why?

WALLACE: - The key to the Castle Bank puzzle was 1in finding cu® wnich
americans had accounts with Castle Bank. And one man who knew was
Michael Wolstonecroft, the Manager of Castle Bank, whom Casper had
pefriended. The breakthrough came during one of Wolstonecroft's
trips to Miami.

You got hold of the content
Wolstonecroft. You smile,

CASPER: That 1s correct,
WATLLACE: By what means?
CASPER: I employed a Tema.ie.

WALLACE: By the name of Sybil Kennedy?
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CASFER: That 1is correct.

SYRIL XENNEDY: T agreed te sake Mr. Wolstonecroft to dimner. And
wnille we were at dinner, I had gilven MNr. Casper a key to my apartment.
Mr, Welstonecroft left his briefcase in my apartment.

CASPER: I rewoved the briefcase, and took It to ancother location;

cpened up the briefease, and handed the-— the documents to an IRS

agent. And they fllmed 1t, handed 1t back to me, and I placed 1t back

in the briefease.

WALLACE: So you and Wolstonecrcflt-—

DY: Went back to the apartment. Hs eked up his briefcase,
ne

E pi
He rnever knew that 1t had even been touchsd,

E: A few weeks later, Casper agalin eniistsd Sybil Kennedy,

zime to f£ly to Nassau For a weeksnd visit with Mike Wolstonecroft.
Hexr misslon: to steal a leodet that contained data on Castle Bank's
clients. Her chance came when 1 alst recroft, who was showing her
zround the empty bank, left her ne for a few minutes.

XENNEDY: What I had was a small sultcase, whi h looked Ilke a
cketbcok, and I slipped the Relodex into it, which ©1t just

To £
perfectly. The next day I returned to Miamil with the Rolodex stdill
in my purse, and fturned it over to Mr. Casper.

WALLACE You never worried that-- that what you wers dolng was dirt
pool?

XENNEDY: I kmew it was dirty pool. Yes, 1 g. w—— Certainly I knew
it was dirty pool. But 1% was necessary; 1t bad to be done. Hey, =
love thls country, and I fsel that the Ameri: teople were-— are
beling Tobbed.

WALLACE Casper pald Sybil Xemnedy five hundred dollars for her wOTK.
They put togsther a list of three hundrad eilght Castle Bank accounts.
Now, the fact that scmeone's name was on that 1llst does not necessarily
mean something 1llegzl was going on. But 1t gave the IAS a place to
start, and some prominent names were turned up. U.S. magarine
publishers, largs American corporaticns, Hol waoc* figures, and sgven
in Cleveland.

individuals with old connections to organized crime
Again, Basll Dcnaldson.

Sovernor Donaldson, what would you do tl2
Bank was deallng with Americans the ¥

crganized crime?

if vou found cut tha
T vs are connecte

)-" <

ast
g‘:f‘
GOVERNOR DONALDSON: If I found 1t out officially?

WALLACE: Yeah.

GOVERNOR DONALDSON: I would reccmmend to the ¥inister immedlately © that
the bank would be delicensed. This weuld be my-— my lmmedlate regctlon.
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WALLACE: Now you do knew that, according to the IRS, the 1dst of
depesitors lifted from Wolstonecroft's briefcase had the name of
several men (I believe seven) allegedly connected with crganized crime
in Qhlc, who are doing--

irk that is--
that it 1s--

GOVERNOR DONALDSON: I-- I don't know this. See, I
nce
¢ States. And what

that 1s the real difference. I think the differe
1t has been alleged by varlous medla in the Unite
I'm saying to you--

WALLACE: Well you—— you've sSesn these npames. Have you tried to check
this out with Castle Bank?

GCVERNOR DONALDSON: Ch, yes. Yes.
WALLACE: You have?

GOVERNOR DONALDSON: Yes.

WALLACE: Ard?

ormal bhasils,
document--

GOVERNCR DONALDSON: Ca
r

stle Bank informs ms, o
that the persons who ars

mentioned dn this par

]

WALLACE: Right.
GOVERNOR DONALDSON: ~--zre nct doing business wiih them.
WALLACE: Any nmore.

GOVERNOR DONALDSON: Well-- [laughing]l I am talk--

WALLACE: That could be 1t?

GOVERNOR DONALDSON: Thna* could be 1t. I ar talking at the
time. I dldn't say, "Did these peaple ever dc tusiness with you?®

I say, “Are these people....?" You knew. [Laughing]

WALLACE: . I see.

Ancther Castle Bank connection. This is the Bahamian White House.

It 1s also the private residence of Lynden PFindling, the Prime
Minister of the Bahamas, who acquired 1t at a ccst of feur runmdred
and fifty thousand dollars. He borrowed flfty thousand dollars
toward the purchase price from Castle Bank and Trust.

Last year, Norm Casper's work and the gsecre:t IRS investigation were
revealed, and tempcrarily rcadblocked, by the then-new hezd of the

IRS himself, Donald Alexander.

DONALD ALEXANDER [Commissioner, IRS]: One of my orimary ob
has been Tto see to 1t that the Tnternal Revenue Service res
individual rights, that its employees always cperate within
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in conducting Investigation
activliiiss to those appropT

anfercement agency.

WALLACE: Alexandear's statement dismayed many in the Justlce Departnm
T wought the material purloined by Casper could bc legally used
iy prosscutlon, and that Alexander’s statement could undermine
ase. Yet long belore all that, news of wi the IRS was up to
“a2d to one of the nsn most closely asscclabsd with Castle Bank -
nt Chicago lawyer Burton Cant U.S5. tax atterney to Castle
. He's already under indictme on case involw
ithy Castle Bank cilent.

oT,
in =

Who owns Castle Bank?

WALLACE: You peally don't xnow wha?
CANTOR: I really don't kmow.

WALLACE: And you're nct even cu “iou

WALLACE: VYou'lrs Just——

an internal IRS memo,
sy

ch says, '"Ths

:
&
;

LACE:. I guote to veu
&

dated April thirtietih, hi
evidence thus far adduced r cap%ivs
foredgn financlal insti tax practitioners in
conspiracies with their W ra bought theair
packaged scheomes. Sounds p the iave you : mind.

Well, let’s assums i
't know what any of &
the crime?
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Cantor out of Chicago. If that is true, says the S, then Castle
Bank is not & trus tax haven; 1t is a sham, and its trust accounts
are evading U.S. taxes illegally. But Burt Cantor agserts the IRS
doesn't understand 1ts own tax lawa.

CANTOR: What are the schemes that allegedly are teing purveyed?
Wnat are the schemes in conjunciion with these galthy cllients?

WATLACE: Tax evaslon; not aveldance, whnich 1s your business, tut tax
evasion, whiceh should not be your business.

CANTOR: You're quite right. It should not, and 1s not. Tax
M = >
avoldance 1s my business.

WALLACE: You know that, according So IRS memos, many of the people
who had accounts at Casztle Bank indicated on their U.S5. income tax

returns that they had no forelgn bank accounts.

CANTOR: ng me that. I don’t Xnow thas.
WALLACE: ge witn any of your clients?

ANTOR: To the best of my knowledge, it weuld mos be srue wlith any
£ our clients; or at least, 1f they did so, 1t was contrary tc any
dvice we would have given them. .

I cartons of suments have bteen
st months, Mest of these files
Cantoer denies ordsering the

WALLACE: We have learnac that sev
shredded at Castle Banx over the p
invoelre clients of Rurton Cantor.
shredding.

do
+
t

ami lawyer Paul Helliwell, ancther of castle Bank's U.8. lawyers,
is also said to be an obisct of IHS investigatlon. Norm Casgper says
nis contacts in Masssu told him that Helliwell, like Cantor, played &
major rele in running Castle Bank.

BELLIWELL: Well, I don't knmow who told him that, but mo

<
direction of their cperation d4id not ccme from me, We have given
them advice, We have told them hew we think dccumerts and so forth
snould be set up; how 2 dank should be run, whell it's a Bakhamian
sank, an American bank, or any other banxk tha o be an arca
in which we have a certain amount of expertls

& of the

WALLACE: What do you think of the motlves and tne operaticn of
Norman Casper?
HELLIWELL: I just~- It I just

don't think 1t's proper. a very American

way to do L

WALLACE: Helliwell c¢zlls 1t un-American.

CASPER: He does?
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JALLACE: Yes. Told me that this afternccn.

CASPER; Tell me something. How 1s 1% Amerlcan tc have secret bank
accounts, to siphon money off? Mr, Wallace, you are paylng for this,
polnt blank, you and everyone else, because more-—~ fewer and fewer
are-- are belng asked tec supply more and more mcney.

WALLACE: What yecu're dolng 1s setting yourself up, for what you
percelve to be the best of motives, as a paid vigilante.

CASPER: No~-—
WALLACE: And yetf, 1n the course of performing ycur dutles as
informant, vigllante, or wherever, you yoursel? break the law.

CASPER: I'd do 1t again.

GOVERNCR DONALDSON: As I see 1t, th
agencies suech as the IRS in the lows
frustration, and T can sympathlze wil

e 2 some members in--
on who feel a-- a real
frustratlon, becauss they
oophecles in the tex laws.
These people are relatively lew-pald. And wh hey see somebody
setting up a btrust, you xnow, and--"and they're zatle tc do all this
legally, 1t frustrates themn. Sc naturally they begin te go after

these people. Thils-— thls-- this isn't a meney struggle. We're
talking about a fundamental class stru e, strangely enough, 1n the
United Stetes. 4nd 1t 1s =z class struggle. It's a class struggle
between the heves and-— betwesn the haves and the have-nots.
WALLACE: Sc, a men like Norman Casper, you cen understand his-- his
nctives?

GOVERNCR DONALDSON: Oh, oh, ok, I can understand it, yes. I mean,
that-- that 1s gulfe understandable.

WALLACE: Arnd you reallze, of courss, that it is your feelings about
secrecy here 1n the Bahamas, your willingness to let avoiders, and
aven evaders--—

GOVERNOR DONALDSON: Yes.

WALLACZ: -—-take advantage of your laws.

COVERNOR DONALDSON: Oh, weXl, this is-—- this is true 1in 1ife. I
think you have to recognize that there 1s no perfect situatlon. That,
in fact, becsuse the laws here are set up to accommodate avoldance,
one cannct ssy that there might be the evaders that slip through, and
one must asccept this as a fact of 1ife.

WALLACE: But Norm Casper doesn't acce t as a fact of 1life. He
finds himself wilth lots of time on hils ds, while just a few miles
away in Miaml a federal grand jury continues to teke testimeny on
Castle Bank and Trust. But thils man, who played such a blg role 1in
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getting tne investigation geilng, 1s no longe
He was cut off by the IRS after Commissioner
Norm Casper's out of a job, broke; yet sure

rp
1

oviding information.
zznder blew hils cover.
dorne.

CASPER: I belleve that each person has to view me as he will, end I
canriot help what they think st thils point. I have dene what I think
1s right, and I would do it again

WALLACE: Just thils week, Norm Casper brought a %ten millieon dollsr

sult against the U.S. Government. He claims that, by his public
statements, Irternal Ravenue boss Donald Alexander blew Casper's
cover, put his 1ife in danger, and made 1t impessible for him to f£iné
other work.

[Annocurncements]

["ABU DHABI"]

MORLEY SAFER: Our next story is one that was drcoped a Few weeks ago
when a football game once again ran over into our time peried For
those of you in the Far West who've already en 1t, we beg your

se N
1ndulgence while we show 1t te the rest of the counbry.

Once upen & time, 1in the shifting sands of sou olz, there was
a tribes called the Banyas. Even by %the standard e nlneteenth
century, they were poor. They were nomadilic herdsmen: a few goats

and a few camels. And according to the few explorers *to entered the
area, they were dangerous, toc; as like to tear you apart fer your
shoes as say, "Good morning." They wandered about in search of water,
and finally settled on 2n island in the FPersian Gulf which they called
Abu Dhabi.

And there they remalned for centurles - even to zhis day. Just listen
to how a 19th century British geographer describes the place and the
veople: 'Immeasurable tracts of inhospltable stoney dese . the
rapaclty of guides and <he extorticnate dermands of petty chileftains
when they have once got the stranger in thelr powsr..."

A1l this, together wilth the hs
aspect of the desert are enoug
indefatigable of travelers.

cllimate and the forbildding

at tha
o} deter evern the most couragecus and

In thils century, when hard cash became 2 nece
practlced a little plracy along the Gulfl cca
really straln themselves nde nya.
recommend them - excspt n 2
everything would get I ; r
L

zns luck. The

£ course,
abcut the
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Senate Permanent Subcommittee
On Investigations

EXHIBIT# __ 61d

Exhibit 61d.

Fitzgerald case documents
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UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

UNITED STATES OF AMERICA ) 93 - 1 O Z
) 149
V. 3 CR. NO.
Y
JOSEPH CARDONE and ) VIOLATIONS:
JOHN E. FITZGERALD ) l8 U.s.C. § 1862(4d)

18 U.S.C. § 1957

INDRICTMENT

The Grand Jury charges that:

COUNT ONE
(18 U.s.C. § 1962(d))

1. From a date in or before 1383 through a date in or about
1952, the exact dates being unknown to the Grand Jury, in the
District of Massachusetts and elsewhere, the defendants

7 JOSEFPH CARDONE and JOHN E. FITZGERALD
along with Joseph P. Murray, Jr., and other persons known and
unknown to the Grand Jury did constitute an Enterpriée within the
meaning of Title 18,'United States Code, Section 1%61(4), that is,
a group of individuals asscciated in fact which engaged in varicus
criminal activities, consisting of acts indictable under Title 18,
United States Code, Section 1552 {relating to interstate travel in
aid of racketeering), Section 1956 (relating to the laundering of
monetary instruments), Section 1957 (relating to engaging in
monetary transactions in property derived from specified unlawful
activity), under;s Title 21, United States Code, Section &41
(relating to the possession with intent to distribute and the
distribution of contrclled substances), Section 846 (relating to

conspiracy to violaﬁe controlled substances laws), and under Title
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841(a) (1) and Title 18, United States-Code, Section 2.

B.
Racketeering Acts Involving
The Yaundering of Monetary Instruments

Racketeering Act B-1

a. on or about May 29, 19%0, in tHe District of
Massachusetts, JOSEPH CARDONE did knowingly and willfully conduct
and attempt to conduct a financial transaction affecting interstate
and foreign commerce by purchasing Century Bank and Trust
Treasurer’s check number 145234 1in the amount of twenty-two
thousand seven hundred dollars ($22,700), which involved the
proceeds of a specified unlawful activity, namely, an offense
invelving the manufacture, importation, sale and distribution of a
controlled substance, (1) with the intent to promote the carrying
on of specified unlawful activity, namely, an offense involving the
manufacture, importation, sale and distribution of a controlled
substance and (2) knowing that the transaction was designed in
whole and in part to conceal and disguise the nature, location,
source, ownership, and control of the proceeds of said specified
uniawful activity, and while conducting and attempting to conduct
such financial transaction JOSEPH CARDONE knew that the property
involved in the financial transaction, that is, funds in the amount
of $22,700 represented the proceeds of some form of unlawful
activity.

211 in vioiaéion of Title 18, United States Code, Sections

1956 (a) (1) (A) (i), 1956(a) (1) (B) (i) and 2.
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b. on or about May 28, 1950, in the District of
Massachusetts, JOSEPH CéRDONE did knowingly engage and.attempt to
engage in a monetary transaction, affecting interstate and foreign
commerce, in criminally derived property of a value greater than
$10,000, that is, the purchase of Century Bank and Trust
Treasurer’s check number 145234 in the amount of twenty-two
thousand seven hundred dollars ($22,700), such property having been
derived from a specified unlawful activity, that is, an offense
involving the manufacture, importation, sale and distribution of a
controlled substance.

All in violation of Title 18, United States Code, Sections

1957 and 2.

Racketeering Act B-2

a. On or about March 26, 1%91, in the District of
Massachusetts, JOSEPH CARDONE, with Joseph P. Murray, Jr. and
others known and unknown to the Grand Jury, did knowingly and

Vwillfully conduct and attempt to conduct a financial transaction
affecting interstate and foreign commerce by purchasing Century
Bank .and Trust Treasurer’s check number 018847, in the amount of
twenty—fi;e thousand dollars ($25,000), which involved the proceeds
of a specified unlawful activity, that is, an offense involving the
manufacture, importatien, sale and distribution of a contreolled
substance, (1) with the intent to promote the carrying on of
specified unlawfui activity, namely, an offense involving the
manufacture, importation, sale and distribution of a controlled

substance and (2) knowing that the transaction was designed in
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whole and in part to conceal and disguise the nature, location,
source, ownership, and_control of the proceeds of said specified
unlawful activity, and while conducting and attempting to conduct
such financial transaction JOSEPH CARDONE knew that the property
involved in the financial transaction, that is, funds in the amount
of $25,000, represented the proceeds of scme form of unlawful
activity.

A1l in violation of Title 18, United States Code, Sections

1956 (a) (1) (A) (i), 1956(a) (1) (B) (i) and 2.

b. on or about March 26, 1%91, in the District of
Massachusetts, JOSEPH CARDONE, with Joseph P. Murray, Jr. and
others known and unknown to the Grand Jury, did knowingly engage
and attempt to engage in a monetary transaction, affecting
interstate and foreign commerce, in criminally derived property of
a value greater than $10,000, by purchasing Century Bank and Trust
Treasurer’s check nunber 018847 in the amount of twenty-five
thousand dollars (SZS,OOOf, such property having been derived from
a specified unlawful activity, that is, an offense involving the
manufacture, importation, sale and distribution of a controlled
substance.

All in violation of Title 18, United States Code, Sections
1957 and 2.

s Racketeering Act B-3

a. In or about November 1986 through JSune 1987, in the

District of Massachusetts, Antigua and elsewhere, JOHN E.
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FITZGERALD, a United States citizen, with Joseph P. Murray, Jr., a
United States citizen, and others known and unknown to the Grand
Jury, did knowingly and wilifully conduct and attempt to conduct
financial transactions affecting interstate and foreign commerce,
to wit, the purchase of certificates of deposits by using portions
of funds totalling in excess of six million dollars ($6,000,000),
which had been deposited into the Rosebud Investments Ltd., White
Rose Investments Ltd., Handel Investments Ltd., Guardian Bank, and
J & B Investments Corp. accounts at the Swiss American Bank, Ltd.
and Swiss American National Bank located at St. Johns, Antigua,
which funds represented the proceeds of a specified unlawful
activity, that is an offense involving the manufacture,
importation, sale and distribution of a controlled substance, (1)
with the intent to promote the carrying on of specified unlawful
activity, to wit, an offense involving the manufacture,
importation, sale and distribution of a controlled substance and
(2) knowing that the transactions were designed in whole and in
rart to conceal and disguise the nature, location, source,
ownership, and control of the proceeds of sald specified unlawful
activity, and while conducting and attempting to conduct such
financial transactions JOHN E. FITZGERALD knew that the property
involved in the financi&l transactions, that 1is, the funds in
excess of $6,000,000, represented the proceeds of some form of
unlawful activity.i

All in violation of Title 18, United States Code, Sections

1956(a) (1) (&) (i), 1956(a) (1) (B) (i) and 2.
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b. In or about November 1986 -through June 13887, in the

District of Massachuﬁetts, Antiqua and elsewhere, JOHN E.
FITZGERALD, a United States person, with Joseph P. Murray, Jr., a
United States person, and others known and unknown to the Grand
Jury, did knowingly engageb and attempt to engage in monetary
affecting interstate and foreign commerce, in

transactions,
criminally derived property of a value greater than $10,000, that
is, the purchase of certificates of deposit by using portions of
funds totalling in excess of six millicen dollars ($6,000,000)
which had been deposited into the Rosebud Investments Ltd., White
Rose Investments Ltd., Handel Investments Ltd., Guardian Bank, and
J & B Investments Corp. accounts at the Swiss American Bank, Ltd.
and Swiss American National Bank located at St. Jchns, Antigua,
such property having been derived from a specified unlawful
activity, that is an offense invelving the manufacture,
importation, sale and distribution of a controlled substance.

211 in violation of Title -18, United States Code, Sections
1857 and 2.

Racketeering Act B-4

a. Oon or about December 7, 1989, 1in the District of
Massachusetts and Antigua, JOHN E. FIT2GERALD, a United States
citizen, with Joseph P. Murray, Jr., a United States citizen, and
others known and unknown to the Grand Jury, did knowingly and
willfully attempt ko conduct a financial transaction affecting
interstate ‘and foreign commerce, to wit, the withdrawal of funds

totalling in excess of six million dellars ($6,000,000}, which had
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been deposited into the Rosebud Investments Ltd., White Rose
Investments Ltd., Handel Investments Ltd., Guardian Bank, and J &
B Investments Corp. accounts at the Swiss American Bank, Ltd. and
Swiss American National Bank located at St. Johns, Antigua, which
funds represented the proceeds of a specified unlawful activity,
that is an offense involving the manufacture, importation, sale and
distributicn of a controlled substance, (1) with the intent to
promote the carrying on of specified unlawful activity, to wit, an
offense inveolving the manufacture, importation, sale and
distribution of a contreolled substance and (2) knowing that the
transaction was designed in whole and in part to conceal and
disguise the nature, location, source, ownership, and contrel of
the proceeds of said specified unlawful activity, and while
attempting to conduct such financial transaction, JOHN E.
FITZGERALD knew that the proberty involved in the attempted
financial transaction, that is, the funds in excess of $6,000,000
represented the proceeds of some form of unlawful activity.

211 in violation of Title 18, United States Code, Sections

1956 (a) (1) (a) (1), 1956(a) (1) (B) (i) and 2.

b. Oon or about December 7, 1989, 1in the District of
Massachusetts and Antigua, JOHN E. FITZGERALD, a United States
person, with Joseph P. Murray, Jr., a Uﬂited States person, and
others known and u;known to the Grand Jury, did knowingly atteapt

to engage in a monetary transaction, affecting interstate and

foreign commerce, in criminally derived property of a value greater

10
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than $10,000, that is, the withdrawal of funds totalling in excess
of six million dollars gse,OO0,000), which had been deposited into
the Rosebud Investments Ltd., White Rose Investments Lté., Handel
Investments Ltd., Guardian Bank, and J & B Investments Corp.
accounts at the Swiss American Bank, Ltd. andA Swiss American
National Bank located at St. Johns, Antigua, such property having
been derived from a specified unlawful activity, that is, an
offense involving the manufacture, importaticn, sale and
distribution of a controlled substance.

211 in violation of Title 18, United States Code, Sections

1957 and 2.

C.
Racketeering Acts Involving
Evasion of the Currency Reporting Reguirements

Racketeering Act C-1

From on or about March 26, 1550 through on or about March 29,
1990, in the District of Massachusetts, JOSEPH CARDONE knowingly
and willfully and for the purpose of evading the reporting
requirements of Section 5313{a) of Title 31, United States Code,
and the regulations promulgated thereunder, structured the purchase
of sixty thousand dollars ($60,000) in bank checks as described

below at the domestic financial institutions listed below.

Date Financial Institution Check No. Amount
3/2¢6 Marlborough Savings Bank 3048326 $8,000
A W. Newton Savings Bank 212750 $8,000
" Middleborcugh Trust 129689 $8,000
" Century Bank & Trust 321650 $4,000
" Baybank Middlesex 4673062 $1,000
" " " 4673081 $1,000
" " b 4673092 $1,000
" " n 4673093 $1,000

11
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3/27 Century Bank & Trust 144900 $4,000
" Winter Hill Fed. Savings Bk. 268058231 $4,000
" University Bank ~ 417428 $ 500
[ n n 417428 $ 500
" " " 417430 $ 5060
" " " 417431 $ 500
" " " 417432 $ 500
" " " 417433 $ 500

3/28 Bank of New England 7000704-09 $3,000
o Home Owners Fed. S & L 28-257077042 $1,000
" " " " " 28-257077043 $1,000
" " " " " 28-257077044 $1,000
" Pioneer Financial 216284 $4,000

3/29 Depositor’s Trust M34331 $5,000
" Medford Savings Bank 1774483 $1,000
" " " " 1774484 $1,000

A1l in violation of Title 31, United States Code, Sections

5324(3) and 5322(a) and Title 31, Code of Federal Regulations,

Section 103.11.

Racketeering Act C-2

In or about January or February of 1985, in the District of
Massachusetts, JOHN E. FITZGERALD, with others known and unknown to
the Grand Jury, knowingly and intentiocnally transperted monetary
instrgments of more than ten thousand dollars ($10,000) at one
time, that is, one hundred thousand dollars in U.S. currency
($100,000), from a place in the United States, that is, the
Commonwealth of Massachusetts, to a place outside the United
States, that is, Antiéua, without filing a Report of International
Transportation of Currency or Monetary Instruments, Customs Form

&4
4790, as required by law.

In violation of Title 31, United States Code, Sections
5316(a) (1) (A) and 5322(b); Title 31, Code of Federal Regulations,

12
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Section 103.23; and Title 18, United States Code, Section 2.

gacketeerinq Act C-3

on or about September 25, 1985, in the District of
Massachusetts, JOHN E. FITZGERALD, with others known and unknown to
the Grand Jury, knowingly and intentionally transported monetary
instruments of more than ten thousand dollars ($10,000) at one
time, that is, fifty thousand dollars in U.S. currency ($50,000),
from a place in the United States, that is, the Commonwealth of
Massachusetts, to a place outside the United States, that is,
Antigua, without filing a Report of International Transportation of
Currency or Monetary Instruments, Customs Form 4750, as required by
law.

In violation of Title 31, United States Code, Sections
5316 (a) (1) (A) and 5322(b); Title 31, Code of Federal Regulations,
Section 103.23; and Title 18, United States Code, Section 2.

Racketeering Act C-4

Oon  or about November 5, 1985, in the District of
Massachusetts, JOEN E. FITZGERALD, with others known and unknown to
the Grand Jury, knowingly and intentionally transported monetary
instruments of more than ten thousand docllars ($10,000) at one
time, that is, four hundred and fifty thousand dollars ($450,000),
consisting of two negotiable instruments in bearer form in the
amount of $125,000 each and $200,000 in U.S. currency, from a place
in the United Stat%s, that is, the Commonwealth of Massachusetts,
to a place outside the United States, that is, Antigua, without

filing a Report of International Transportation of Currency or
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Monetary Instruments, Customs Form 4790,‘35 required by law.

In violation of -Title 31, United States Code, Sections
5316 (a) {1) (A) and 5322(b); Title 31, Code of Federal Régulations,
Section 103.23; and Title 18, United States Code, Sectiocn 2.

Racketeering Act C-5

on or about November 17, 1985, in the District of
Massachusetts, JOHN E. FITZGERALD, with others known and gnknown te
the Grand Jury, knowingly and intentionally transportéd monetary
instruments of more than ten thousand dollars ($10,000) at one
time, that is, two hundred thousand deollars in U.S. cufrency
($200,000), from a place in the United States, that 1is, the
Commonwealth of Massachusetts, to a place outside the United
States, that is, Antigua, without filing a Report of International
Transportation of Currency or Monetary Instruments, Customs Form
4790, as required by law.

In violation of Title 31, United States Code, Sections
5316(a) (1) (&) and 5322(b); Title 31, Cocde of Federal Regulations,
Section 103.23; and Title 18, United States Code, Section 2.

Racketeerjing Act C-6

on or about December .17, 1885, in the District of
Massachusetts, JOHN E. FITZGERALD, with Joseph P. Murray, Jr. and
others known and unknown to the Grand Jury, knowingly and
intentionally transported monetary instruments of more than ten
thousand dollars {$10,000) at one time, that is, three hundred
thousand dollars in U.S. currency ($300,000), from a place in the

United States, that is, the Commonwealth of Massachusetts, to a
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place outside the United States, that.is, Antigua, without filing

a Report of International Transportation of Currency or Monetary
Instruments, Customs Form 4790, as required by law.

In violation of Title. 31, United States Code, Secticns
5316 (a) (1) (&) and 5322 (b); Title 31, Code of Federal Regulations,
Section 103.23; and Title 18, United States Code, Section 2.

D.

Racketeering Acts Involving
Foreign Travel in Aid of Racketeering

Racketeering Act D-]

In or about January 1985, JOHN E. FITZGERALD, with others
known and unknown to the Grand Jury, did unlawfully, willfully and
knowingly travel in foreign commerce between the Commonwealth of
Massachusetts and St. Lucia with intent to promote, manage,
establish, carry on and facilitate the promotion, management,
establishment and carrying on of unlawful activity, to wit, a
business enterprise involving narcotics and controlled substances
in violation of Title 21, United States Code, Sections 841 and 846,
and thereafter did perform and attempt to perform acts to promote,
manage, establish, carry on and facilitate the promotion,
management, establishment and carrying on of said. unlawful
activity.

In violation of Title 18, United States Code, Sections 1952
and 2.

Racketeering Act D-2

In or about January or February 1985, JOHN E. FITZGERALD, with

others known and unknown to the Grand Jury, did unlawfully,

15
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willfully and knowingly travel in foreign commerce between the
commonwealth of Massachusetts and Antigua with intent to promote,

manage, establish, carry on and facilitate the promotion,

management, establishment and carrying on of unlawful activity, to

wit, a business enterprise involving narcotics and controlled

substances in violation of Title 21, United States Code, Sections
841 and 846, and thereafter did perform and attempt to perform acts

to promote, manage, establish, carry on and facilitate the

promotion, management, establishment and carrying on of said

unlawful activity.

In violation of Title 18, United States Code, Sections 1952

and 2.

Racketeering Act D-3

In or about April 1985, JOHN E. FITZGERALD, with others known
and unknown to the Grand Jury; did unlawfully, willfully and
knowingly travel in foreign commerce between the Commonwealth of
Massachusetts and St. Lucia with intent to promote, manage,
establish, carry on and facilitate the promotion, management,
establishment and carrying on of unlawful activity, to wit, a
business enterprise invelving narcotics and controlled substances
in violation of Title 21, United States Code, Sectioné 841 and 846,

and thereafter did perform and attempt to perform acts to promote,

manage, establish, carry on and facilitate the promotion,
management, estab&ishment and carrying on of said unlawful
activity.

In viclation of Title 18, United States Code, Sections 1952

16
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and 2.

Racketeering Act D-4

On or about September 25, 1985, JOHN E. FITZGEﬁALD, with .
others known and unknown to the Grand Jury, did unlawfully,
willfully and knowingly travel in foreign comméfce between the
Commonwealth of Massachusetts and Antigua with intent to promote,
manage, establish, carry on and facilitate the promotion,
management, establishment and carrying on of unlawful activity, to
wit, a business enterprise involving narcotics and controlled
substances in vioclation of Title 21, United States Code, Sections
841 and 846, and thereafter did perform and attempt to perform acts
to promote, manage, establish, carry on and facilitate the
promotion, management, establishment and carrying on of said
unlawful activity.

In violation of Title 18, United States Code, Sections 1952

and 2.

Racketeering Act D-5

On or about October 7, 1985, JOHN E. FITZGERALD, with others
known and unknown to the Grand Jury, did unlawfully, willfully and
knowingly travel in foreign commerce between the Commonwealth of
Massachusetts and Bermuda with intent to promote, manage,
establish, carry on and facilitate the promotion, management,
establishment and carrying on of unlawful activity, to wit, a
business enterprise invelving narcotics and controlled substances
in violation of Title 21, United States Code, Sections 841 and 846,

and thereafter did perform and attempt to perform acts to promote,
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manage, establish, carry on and facilitate the promotion,

management, establishment and carrying on of said unlawful

activity.

In viclation of Title 18, United States Code, Sections 1952

and 2.

Racketeering Act D-6

On or about November 5, 1985, JOHN E. FITZGERALD, with others
¥nown and unknown to the Grand Jury, did unlawfully, willfully and
knowingly travel in foreign commerce between the Commonwealth of
Massachusetts and Antigua with intent to promote, manage,
establish, carry on and facilitate the promotion, management,
establishment and carrying on of unlawful activity, to wit, a
business enterprise involving narcotics and controlled substances
in violation of Title 21, United States Code, Sections 841 and 846,
and thereafter did perform and attempt to perform acts to promote,
manage, establish, carry on and facilitate the promotion,
~management, establishment and carrying on of said unlawful
‘activity.

In violation of Title 18, United States Code, Sections 1952
and 2.

Racketeering Act D-7

On or about November 17, 1985, JOHN E. FITZGERALD, with others
known and unknown to the Grand Jury, did unlawfully, willfully and
knowingly travel i% foreign commerce between the Commonwealth of
Massachusetts and Antigua with intent to promote, manage,

establish, carry on and facilitate the promotion, management,
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establishment and carrying on of unlawful activity, to wit, a
business enterprise involving narcotics and controlled substances
in violation of Title 2£, United States Code, Sections 841 and 84¢,
and thereafter did perform and attempt to perform acts to promote,
manage, establish, carry on and facilitate the promotion,

management, establishment and carrying on of said unlawful

activity.

In violation of Title 18, United States Code, Sections 1952

and 2.

Racketeering Act D-8

On or about December 17, 1985, JOHN E. FITZGERALD, with others
known and unknown to -the Grand Jury, did unlawfully, willfully and
knowingly travel in foreign commerce between the Commonwealth of
Massachusetts and Antigua with intent to promote, manage,
establish, carry on and facilitate the promotion, management,
establishment and carrying on of unlawful activity, to wit, a
business enterprise involving nqrcotics and controlled substances
in violation of Title 21, Uﬁited States Code, Sections 841 and 846,
and thereafter did perform and attempt to perform acts to promote,
manage, establish, carry on and facilitate the promotion,
management, establishment and carrying on of said unlawful
activity.

In violation of Title 18, United States Code, Sections 1952
and 2. i

Racketeering Act D-9

On or about December 7, 1989%, JOHN E. FITZGERALD, with others
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b, or both, of sub-paragraph B-4,. or of sub-paragraph D-9,

constituting one act of racketeering.

overt Acts of the Racketeering Conspiracy

S. In furtherance of the racketeering conspiracy and to
effect the objects thereof, the defendants and their coconspirators
committed the following overt acts, among others, in the District
of Massachusetts and elsewhere:

(a) In approximately 1979, twoc individuals went into business
with Joseph P. Murray, Jr. and another coconspirator, importing
shiploads of marijuana into the Boston area from Columbia.

(b) From approximately 1979 through 1983, cne individual
purchased approximately 12 tons of marijuana from Joseph P. Murray,
Jr. and his associates.

(c) Beginning in 1981 and continuing thrcugh early 1583, two
other individuals purchased over $3,000,000 of marijuana from
Joseph P. Murray, Jr. and his associates. One of these individuals
was told by Joseph P. Murray, Jr. that the Murray organization
smuggled ship loads of marijuana into the Boston area by off-
loading ships at sea and transferring the loads onto trucks once
the off-load ships docked.

(d) ©on April 6, 1983, Joseph P. Murray, Jr.’s brother,
Michael F. Murray, and others were in possession of over 11 tons of
marijuana secreted inside a warehouse in South Boston.

(e} ‘During fhe summer of 1983, for the purpose of obtaining
the assistance of JOSEPH CARDONE in the marijuana business, Joseph

P. Murray, Jr. told CARDONE that he imported marijuana into the
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Boston area by meeting ships at sea with approximately 20
individuals who would oﬁf—load marijuana from the mother ship and
return with the marijuana to the coast where the marijuana would be
loaded onto trucks. Joseph P. Murray, Jr. informed JOSEPH CARDONE
t+hat each "off-loader" would be paid approximately $20,000 per
load. JOSEPH CARDONE told Joseph P. Murray, Jr. that he would be
interested in such work.

(f) During 1984, Joseph P. Murray, Jr. sold approximately
sixteen kilograms of cocaine to JOSEPH CARDONE for $50,000 per
kilo.

(g) In 1984, Joseph P. Murray, Jr. told a coconspirator that
during 1980-1984 his smuggling operation had brought in twenty-
three shiploads of marijuana into Boston with only one lost locad.

(h) In the late summer of 1984, JOSEPH CARDONE agreed to
operate a marine salvage business, "Commercial Marine Exchange,
Inc." as a front for Joseph P. Murray, Jr.’s smuggling of ships
loaded with marijuana. )

(i) on approximatelyANovember 16, 1984, the "Ramsland," a 200
foot freighter with over 36 tons of marijuana secreted under gravel
ballast, and the first ship scheduled to utilize the cover of
Commercial Marine Exchange, arrived in Boston harbor.

(j) Sometime in 1983 or 1984, one of Jecseph P. Murray, Jr.’s
coconspirators told JOSEPH CARDONE that Joseph P. Murray, Jr. had
made approximatelyifive to six million dollars through trafficking
in narcotics.

(j) In early 1985, acting on the instructions of one of
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Joseph P. Murray, Jr.’s coconspirators, JOHN E. FITZGERALD

established a St. Lucian corporation named "Halcyon Days

Investments, Ltd." and opened a bank account at the Canadian
Imperial Bank of Commerce on St. Lucia in the corporation’s name.

(k) In January or February of 1985, in Boston, Massachusetts,
a coconspirator gave JOHN E. FITZGERALD $100,000 in cash to deposit
into the Halcyon Days account at the Canadian Imperial Bank: of
Commerce on St. Lucia.

(1) Between approximately January and March of 1985, at one
of Joseph P. Murray Jr.’s coconspirator’s direction, JOHN E.
FITZGERALD and others deposited approximately $3,000,000 into the
Halcyon Days account at the Canadian Imperial Bank of Commerce on
St. Lucia.

(m) In approximately May of 1585, acting at the direction of
this same coconspirator, JOHN E. FITZGERALD closed the Halcyon Days
account at the Canadian Imperial Bank of Commerce on St. Lucia and
provided the proceeds of the account, which totalled $3,000,000
plus interest, in the form of a bank check issued to Guinness Bank
to another individual, who informed JOHN E. FITZGERALD that the
money was being taken to the Cayman Islands.

(n) Oon September 25, 1985, in Boston, Massachusetts, a
coconspirator gave $50,000 in cash to JOHN E. FITZGERALD to take to
Antigua.

(o) On éeptémber 27, 1985, JOHN E. FITZGERALD incorporated
"Rosebud Investments Ltd."™ in Antigua and opened an account in the

corporation’s name at the Swiss American Bank in Antigua with the
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$50,000 provided by one of Joseph P. Murray, Jr.’s coconspirators.

(p) At the direction of one of Joseph P. Murray, Jr.’s

coconspirators, on October 7, 1885, JOHN E. FITZGERALD travelled
from Massachusetts to Bermuda and met an man and a woman at a hotel
who gave JOHN E. FITZGERALD approximately $460,000 in cash.
FITZGERAID caused the cash, along with $252,000 in the form of time
deposit slips issued to another individual, to be deposited into
the Swiss American Bank in Antigua via the Bank of Bermuda.

(g) In October of 1985, in Boston, Massachusetts, one of
Joseph P. Murray, Jr.’s coconspirators informed JOHN E. FITZGERALD
that $5,000,000 would be wire transferred to the Swiss American
Bank and that another corporation with an account at the Swiss
American Bank should be formed and the money divided egually
between the two accounts.

(r) On October 31, 1985, a wire transfer of $5,000,000 to the
Swiss American Bank was.initiated.

(s) In November of 1985, JOHN E. FITZGERALD met one of the
coconspirators in Boston, Massachusetts. The individual gave two
$125,000 checks made out to cash as well as $200,000 in cash to
JOHN E. FITZGERALD to transport to Antigua and deposif‘into the
Swiss BAmerican Bank account. The two $125,000 checks were
deposited into the Rosebud account at the Swiss American Bank on
November S, 1985. The following day, the $200,000 in cash was
deposited into theisame account.

(t) On November 6, 1985, JOHN E. FITZGERALD incorporated

"White Rose Investments Ltd.® in Antigua and opened an account in
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the corporation’s name at the Swiss American Bank.

on November 11, 1985, the funds from the wire transfer

(u)

which originated on October 31, 1885 were deposited into the Swiss
American Bank accounts as follows: $2,500,000 into the Rosebud
account and $2,500,000 into the White Rose account.

(v) On November 17, 1985, after receiving an additicnal
$200,000 in cash from a coconspirator in Boston, Massachusetts,
JOHN E. FITZGERALD transported the money to Antigua and deposited
it into the Rosebud account at the Swiss American Bank.

(w) On November 18, 1985, acting on the instructions of one
of Joseph P. Murray’s coconspirators, JOHN E. FITZGERALD
incorporated '"Handel Invesfments Ltd." in Antigua and opened an
account in the corporation’s name at the Swiss American Bank.

(x) On December 17, 1985, after receiving $300,000 in cash
from Joseph P. Murray, Jr. in Boston, Massachusetts, JOHN E.
FITZGERALD transported the money to Antigua and deposited it into
the Rosebud account in the Swiss American Bank.

(y) ©On June 4, 1986, JOHN E. FITZGERALD caused the "Guardian
Bank, Ltd." to be incorporated in Anguilla and an account opened in
its name at both the Swiss American Bank and Swiss American
National Bank.

(z) Between June and September of 1986, the money which was
held in the Rosebud and White Rose accounts was gradually
transferred to tng Guardian Bank accounts at both the Swiss
Americaﬁ Bank and Swiss American National Bank.

(aa) On June 9, 1386, "J & B Investments Corp." was
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incorporated at JOHN E. FITZGERALD’S request in Antigua and a
corporate account at the Swiss American Bank was opened in its

name. A portion of the monies from the Rosebud and White Rose

accounts was transferred into this account.

(bb) From June 1986 through June 1987, the Bulk of the money
held in the Swiss American Bank and Swiss American Natiecnal Bank
was continually reinvested in certificates of deposit upon the
instruction of JOHN E. FITZGERALD.

(cc) In July of 1987, approximately one month after the Swiss
American Bank and the Swiss American National Bank placed a hold on
the money preventing their transfer or withdrawal, one of the
coconspirators telephoned JOHN E. FITZGERALD and told him to leave
the island of Antigua.

(dd) on March 28, 1983, Joseph P. Murray Jr. and his
coconspirators, in the name of the Guardian Bank Ltd., filed suit
against the Swiss American National Bank of Antigua in the High
Court of Antigua and Barbuda, seeking the release of funds held in
SANBANK accounts 132731 and 132732, held in the name of the
Guardian Bank Ltd.

(ee) On the instruction of one of Joseph P. Murray, Jr.’s
coconspirators, JOHN E. FITZGERALD travelled on approxiﬁately four
occasions to Antigua in connection with the litigation pending
between the Swiss American National Bank and the Guardian Bank Ltd.
On one of theseboécasions, December 7, 1989, JOHN E. FITZGERALD
executed an affidavit in Antigua to be filed on behalf of the

plaintiff in the lawsuit, the Guardian Bank Ltd. for the purpose of
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securing the release of the money to Joseph P. Murray, Jr. and his

coconspirators.

(£ff) In approximately January of 1590, Joseph P. Murray, Jr.
gave approximately twenty-eight pounds of marijuana to JOSEPH
CARDONE to sell.

(gg) In March of 1950, Joseph P. Murray, Jr. gave to JOSEPH
CARDONE one hundred thousahd dollars in cash ($100,000).

(hh) On March 25, 1991, in Warwick, Rhode Island, Thomas
Murray, -an assoclate of Jcseph P. Murray, Jr., stated, during a
narcotics transaction financed by Joseph P. Murray, Jr. and in
order to assure the supplier of the marijuana to be purchased that
the Murray organization had the necessary funds to complete future
large scale purchases, that seven years earlier Joseph P. Murray
had put eight million dollars in the Caribbean.

(ii) on Hérch 26, 1991, Joseph P. Murray, Jr., along with
other individuals, attempted to purchase over five hundred pounds
of marijuana for over four hundred thousand dollars ($400,000) in
>Warwick, Rhode Island.

(3j3J) In March of 1931, Joseph P. Murray, Jr. purchased 23
Country Club Road, Melrose, Massachusetts for three hundred
thousand dollars ($300,000). JOSEPH CARDONE converted twenty-~five
thousand dollars ($25,000) in cash which he pbtained from Joseph P.
Murray, Jr. into a treasurer’s check to be used as part of the
purchase price of %he residence.

All in violation of Title 18, United States Code, Section

1962(d) .
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UNITED STATES DISTRICT COURT
*erR THE DISTRICT OF MASSACHUSETTS

UNITED STATES OF AMERICA ) -
.. )
) CR. NO. 33-10142-2
JOHN E. FITZGERALD ;
APPLICATION FOR AN ORDER AUTHORIZING i,‘_b‘,, o=

DEPOSITIONS AND PRODUCTION OF DOCUMENTS

The United States of America, by and thrdugh its
undersigned attorneys, hereby applies for an order, pursuant to
Title 21, United States Code, Section 853 (m) (as incorpeorated by
Title 18, United States Code, Section 982 (b) (1) (A)), and Title
18, United States Code, Section 1963 (k), authorizing the taking
of depositicons and the production of documents to facilitate the
identification and location of in excess of $6 million in
narcotics proceeds which were declared forfeited to the United
States on November 9, 1993. The grounds for this Application
follow:

1. On or about Augﬁst 17, 1993, John E. Fitzgerald
("Fitzgerald") executed a written plea agreement in which he
agreed to plead guilty to Count One of the Indictment, charging
him with racketeering conspiracy, in violation of Title 18,
United States Code, Section 1962(d), and to Count Three of the
Indictment, charging him with money laundering, in violation of
Title 18, United States Code, Section 1957. Pursuant to the plea
agreement, Fitzgerald agreed to forfeit to the United States all
proceeds of the above offenses which had been deposited at Swiss
American Bank, Ltd., and the Swiss American National Bank in st.

Johns, Antigua, during the period September 1985 through June 23,
ral .
Creol-. DOCKETED
v Mo\ N j 2447
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1987, into accounts, including certificates of depcsit, held in
the names of Rosebud Investments, Ltd., White Rose InQestments,
Ltd., Handel Investments, Ltd., J & B Investments Corp., and
Guardian Bank, Ltd., plus accrued interest. The then~Xnown
cartificates of deposit at issue had a combined total wvalue in
excess of six million dollars.

2. On November 9, 1993, the Cour: issued an initial
Crder of Forfeiture with respect to the accounts (collectively,
the "Property" or the "Fitzgerald Funds"). The Court ordered the
Property forfeited to the United States for disposition‘in
accordance with the provisions of Title 18, United States Code,
Sections 982 and 1963.

3. Pursuant to the initial Order of Forfeiture, the
United States published notice of the Order of Forfeitura for

three successive weeks (February 17, 24 and March 3, 19%4) in the

10, 17 and 24, 1994).

4. No petitions were received from any person
asserting a legal interest in the Property. Accordingly, on May
4, 1994, the Court entered a Final Order of Forfeiture, declaring
the Property forfeited to the United States.'

5. In or apout April 1$94, attorneys from the United

States Department of Justice met with Antiguan Attorney General

Clare X. Roberts to discuss the enforcement of the forfeiture and

! Several months later, Fitzgerald disd. The forfeiture
did not abate upon Fitzgerald's death because at that time it was
a final judgnment not subject to appeal.
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subseguent sharing of the forfeited prdceeds between the lUnited
States and Antigua.

6. Subsequent to the meeting, the United States
submitted several formal regquests to Antigua seeking restraint of
the forfeited Property, production of bank records Qf Swiss
American Bank, and a response on the guestion of asset sharing.
The Government of Antigua falled to respond.

7. On December 18, 1995, counsel from Washington &
Christian, a Washington, D.C., law firm which lobbies on behalf
of Antigua, informed Assistant Legal Attache Paul Garner of the
American Embassy in Bridgetown, Barbados {which covers Antiguan
natters) that the Fitzgerald funds at Swiss American Bank were no
longer available. Counsel from Washington & Christian stated
that the funds had been transferred by Swiss American Bank to the
Government of Antigua, and that the Government of Antigua had
deposited the funds into its general treasury.

8. On or about January 22, 1996, Department of

ustice attorneys again net with Antiguan Attorney General

4

Roberts and counsel from Washington & Christian to discuss the
Swiss American Bank issue. Attorney General Roberts stated that
Swiss Anmerican Bank had unilaterally approached the Antiguan
Finance Ministry on the grounds that the bank no longer felt
comfortable holding the Fitzgerald funds. According to Attorney
General Roberts, the Finance Ministry, without informing the
Attorney General's Office, had accepted the funds and deposited

them into the general treasury. The Justice Department attorneys
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were informed that the funds, therefore, were not avai}able for
sharing with the United States.?

9. on or about October 1, 1996, this Court issued an
Internaticnal Letter Rogatory te the judicial authorities in
Antigua and Barbuda. The Letter Rogatory requested that Swiss
American Bank, Ltd., and Swiss American National Bank be ordered
to produce all records of bank accounts held in the name of
Rosebud Investments, Ltd., White Rose Investments, Ltd., Handel
Investments, Ltd., J & B Investments Corp., and Guardian Bank,
Ltd. ©On or about November 13, 1996, the Government of éntigua
and Barbuda confirmed that on ﬁecember 28, 1994, Swiss American
Bank had turned over approximately 35,003,685, formerly contained
in the Guardian Bank, Ltd., Handel Investments, and J & B
Investments accounts, to the Antiguan Governmzent. However, no
documents pertaining to those accounts were produced.

10. Although Swiss American Bank, Ltd., and Swiss
American National Bank do not maintain offices in the United
States, upon information and belief, Swiss American Bank, ILtd.,
and Swiss American National Bank have or had correspondent
account{s) at the following financial institutions: Bank of New
¥ork; BankAmerica International New York; Bank of Bermuda (N.Y.)
Ltd.; and Chase Manhattan Bank. All of these financial

institutions are located and available for depositions and

2 Counsel from Washington & Christian alsoc stated that
not all the Fitzgerald funds had been transferred to the Finance
Ministry, because some of the funds in guestion had been retained
by the bank, presumably to cover expenses. .
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discovery in New York, New chk‘ Accordingly, the United States
ncw seeks an Assel Discovery Order in the form attached herets as
Exhibit A. The proposed Asset Discovery Order would authorize
the United States to depose each of these banks, and to require
them to produce pertinent records, all for the purpose of
identifying and locating the forfeited Property and discovering
the circumstances surrounding the movement of the Property, which
has had the effect, to date, of preventing its transfer to the
United States pursuant to the Final Order of Forfeiture.

11. Title 18, United States Code, Section 1863(k) and
Title 21, United States Cede, Section 853(m), as incorperated by
Title 18, United States Code, Section 982(b) (1) (A), both
provide that "in order to facilitate the identification and
location of property declared forfesited,” the court nay "order
that the testimony of any witness relating to the property

forfeited be taken by deposition and that any designated book,

paper, document, record . . . or other material not privileged be
produced at the same time and place . . . ." See, e. -, Ynited

States v. Paccione, 948 F.2d 851, 854 (2d Cir. 1991) (rev'd on

cother grounds) (depositions ordered to identify and locate assets

needed to satisfy a forfeiture money judgment).



3843

WHEREFCORE, for the foregoing reasons, the United States
requests that this Court enter an Asset Discovery Order in the

form attached hereto as Exhibit A.

Respectfully submitted,

DONALD X. STERN
Unlted States Attorney

D;Sti[; Urf Mﬁiss ZQ/Z

Richard L. Hoffman !
James D, Herbert
Assistant United States Attorneys

Dated: January 23, 1997
CERTIFICATE OF SERVICE

I hereby certify that today I served & true copy of the
foregoing on the office of the Federal Public Defender, 125 Pearl

Street, Ird. Fleor, Boston, MascaghuseLts OELl , by first class
'/7

/

mail. <‘, ,f?/
/L flf*r b ’/’ﬁ.* N
yARZAN

Pated: January 23, 1997 ST
Richard L. Hoffmam
Assistant U.S. Attorney
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

UNITED STATES OF AMERICA )
}
V. ) .
) CR. NO. 93-10149-2
)
)

JOHN E. FITZGERALD

ASSET DISCOVERY ORDER B“Q“_“D
/
ZOBEL, J.:

Whereas, on May 4, 1994, this Court entered a Final Order of
Forfeiture, forfeiting to the United States of America all of the
defendant's interests in proceeds of the racketeering cdnspiracy,
in violation of Title 18, United States Code, Section 1962(4d),
charged in Count One of the Indictment, and of the money
laundering, in violation of Title 18, United States Code, Section
1957, charged in Count Three of the Indictment, deposited at
Swiss American Bank, Ltd., and the Swiss American National Bank
in St. Johns, Antigua, during the period September 1985 through
June 23, 1987, into accounts, including certificates of deposit,
held in the names of Rosebud Investments, Ltd., White Rose
Investments, Ltd., Handel Investments, Ltd., J & B Investments
Corp., and Guardian Bank, Ltd., rlus accrued interest;

Whereas, this Court on or about October 1, 1996, issued an
International Letter Rogatory to vi> judicial authorities in
Antigua and Barbuda, requesting that Swiss American Bank, Ltd.,
and Swiss American National Banlk be ordered to produce all
records of bank accounts held in the name of Rosebud Investments,

Ltd., White Rose Investments, Ltd., Handel Investments, Ltd., J &
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B Investments Corp.. and Guardian Bank, Ltd.;

Whereas, the United States has repcrted that on or about
November 13, 1996, the Government of Antigua and Barbuda
confirmed that on December 28, 19%4, Swiss American Bank had
turned over approximately $5,003,685 contained in ghe Guardian
Bank, Ltd., Handel Investments, and J & B Investments accounts to
the Antiguan Government, but the United States has also reported
that no documents pertaining te these accounts were produced in
response to the Letter Rogatory;

Whereas, the United States has further reported that
although Swiss American Bank, Ltd., and Swiss American Katicnal
Bank do net maintain offices in the United States, the United
States believes that Swiss American Bank, Ltd., and Swiss
American National Bank have, or had, one or more correspondent
account(s) at the following financial institutions: Bank of New
York; BankAmerica International New York; Bank of Bermuda {(N.Y.),
Ltd.; and Chase Manhattan Bank, and the United States has
reported that all of these institutions are located, and
available for discovery, in New York, New York;

Whereas, the United States has applied to the Court for an
asset discovery order pursuant teo 18 U.5.C., § 1963(k) and 21
U.S.C. § 853(m);

It is hereby ORDERED, ADJUDGED, and DECREED utnat:

1. Pursuant to 18 U.S.C. § 1963(k) and 21 U.S.C. § 853(m),
the United States may depose the financial institutions named

below and may dermand production from them of all documents and
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other related materials which the United States Attorney deens

necessary in order to identify, locate, and facilitate the

disposition of, the ferfeited property or any substitute assets

of defendant Fitzgerald.

2. The institutions to be deposed pursuant to this Asset

Discovery Order are the following:

(a) Bank of New York;

(b) BankAmerica International New York;
{c) Bank of Berwuda kN.Y.), Ltd.; and
(d) Chase Manhattan Bank.

3. The documents to be produced include, without

linitation, the following:

Date:

a. Any and all records, documents, instructions,
memoranda and papers in the bank's care, custody, possessicn
or control, relating to any activity (including but not
limited to deposits, withdrawals, and wire transfers) in any
account(s) in the name of Swiss American Bank, Ltd., andfor
Swiss American National Bank of Antigua for the period
December 24, 19%4 through December 31, 1994, inclusive; and

b. Any and all records, documents, instructions,
memoranda and papers in the bank's care, custody, possession
or control, relating to any transfer of funds from any
account in the name of Swiss American Bank, Ltd., and/or
Swiss American National Bank of Antigua to any account in
the name of the Government of Antigua and Barbuda for the
period December 24, 19%4 through December 31, 1994,
inclusive. /4

| N
™ 2 g (B
RYA W. ZOBEL
Unitgﬁ States District Judge
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Mrs. Eileen Dillon

Mr. John E. Fuller
Long and Market Streets
?.0. Box 1168

St. John's

Antigua, wW.I.

14 April 1988

pDear Mrs. Dillon and Mr. Fuller,

Guardian Bank Limited / J & B Investments Corporation /
Handel Investmernts Limited

Following mestings held with you over the last two days
concerning the ownership and . investment of funds depcosited with
Swiss American Bank Limited (“SAB") and Swiss American Naticnal
Bank of Antigua ("SANBANK") to the credit of the three companies
referred to above, we now confirm the agreement reached today
between us:-~

1. You each agreed to swear and furnish us with a statutory
declaration in the form of the first schedule to this
letter, which shall contain complete and accurate znswers to
each of the questions set out and shall exhibit copies of
the statements, certificates and minutes referred to. The
originals of the exhibited documentation shall be produced
to us for inspecticn when the statutory declarations are
delivered to us.

2. Following delivery to us of the statutory declarations
referred to in 1 above [which is heréinafter referred to as
the "effective date") and once we have had an opportunity to
satisfy ourselves as to their contents and to cobtain a court
order pursuant to the proceedings referred to in paragraph
4{c) below, in reliance upon the information contained in
the statutory declarations, we will permit representatives
of Guardian Bank Limited, J & B Investments Corporatigfie
Handel Investments Limited, who are duly authorised i
accordance with the information and documentation cony:ir
in and exhibited to the statutory declarations (being
hereinafter referred to as the “authorised representad] § s").
to withdraw from deposit or otherwise give instructioniese
the disnosition of the following amounts that are currently
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ny

To: Mrs. E. Dillen and Mr. J. Fulier 14.04.88 2.

information contained in the second schedule to this
latter:-—

guardian Bank Linited 1 up to USS 622,0%86.15.

J & B Investments Corporation : the total amount currentliy
and Handel Investments Limited held on deposit.

3. The balance of the funds prasently held on depositc for the
account of Guardian Bank Limited shall ba maintained on
deposit with SAB for the minimum periods stipulated balow at
a fixed rate of interest equal to the market rate offered by
SAE for US dollar deposits prevailing on the effective date:

Amount Paricd -
Uss 2 mitlion two Years
US5 2 million three years
Us3 2,379,332.37 five years.
4. You acknowledge that in permitting the authorised

representatives of Guardian Bank Limited, J & B Investments
Corporation and Handel Invesiments Limited to operate the
accounts held in those companies' names, SAB and SANBANK
rely on the completeness and accuracy of the information
contained in the statutcry declarations and, accordingly,
you agree:—

{a) To indemnify SAB and SANBANK Jointly and severall
against any liability that they may inecur to any third
party at any time in the future by reason either of any
misstatement contained in the declarations or otherwise
regulting from compliance with any instructions from
time to time of any authorised representative of
Guardian Bank Limited, J & B Investments Corporation and
Handel Investments Limited;

{p) To grant to SAB the right to set off at any time without
prior notice to you or to any authorised representative
of the account holders any such liabilities against all
funds held from time to time to the account of Guardian
Bank Limited, J & B Investments Corporation and Handel
Investments Limited; and

{c) To join with or consent to any proceedings orought Ly
SAB and/or SANBANK before the courts of Antigua and
Barbuda for *he purpose of confirming their right o
dispose ¢f the funds held to the credit of the three
companies according to the instructions of an
anthsrised representative of those companies.

If you are in agraement with the terms proposed for future
dealings with the funds held to the credit of these accounts, ve
would ask you to sign and return to us the attached copy of this
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1989-12-94 23117 [NTER.MARITIME SERUICES 822 738 63 27 p.22
To: Mrs. E. Dillon and Mr. J. Fuller 14.04.88 3.

following which we will look forward to receiving from

letter,
statutory declarations referred

you in due course the
to above.

Yours faithfully,
SWISS AMERICAN BANK LIMITED

atrtach./
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GOVERNMENT
CEXHIBIT i

i

" SWISS AMERICAN BANK LTD. I
LA i

stk March. 197

ihe Llerk
United States bistrict Lourt

Jth Floor

4 .W. Pclormack Fost Uffice and Lourthouse

Hoston. HMassachusetts GL107

U.5.a. _

Ke: United States of America vs. John Fitzgerald
—LOL49Z

four advertisement in the Official Bazette dated 17th Feoruar
znd Srd  HMarch, respectively, on the above—-capticned have come to
hand on 24th March, 1994, with respect to yvour present action for
Torfeiture of the funds in guestion. I respectfully state the
following for vour information which 1 am sure you will relay to
the Court.

= ky action commenced in the High Court of fAntigua, & Lourt af
competent jurisdiction, it was adjudged that tir. Fitzg rald
was not the berneficial owner of sums of money held in the
Swiss Gmerican Bank Ltd. and Swiss American National Hank of
Antigua.

B Vhat M. John Fuller, & local attorney who was the piaintifd
in the action, tad nc standing &nd therefore could not
cperate those accounts on behalf of the beneficiaries and
trhat if he did possess the bearer share certificates of any
of the companies mentioned im vour notice then he had no
right to hold them as there was no proper delivery to him by
Mr. Herrington, the banks outgoing General Managesr, wha wWas
dismissed Ttor czuse against whaom the banks have instituted
civil proceedings in the Hiagh Court.

(= Further. and in  the event of vour action for farfeiture
being successiul, the banks have Geen instructed oy the
Government of Gntigua and Barbuda to Tfreeze  all aof the
sssets of Guardiszn Bank Limited, the seme Tunds in issue 1n
your Fetition. until the uwltimate beneticial owners Have
been ascertained to the GBovernment s satisfaction.
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the Clerk
tinited States District Court

this is & directive that the banks have to honour on gain o7
faving their licences revoked and is & problem that you may well
thave to address on the successful conclusion of vour litigsiion.

{he banks assure vou of their co-operation at all times providing
they can, without prejudice and/sar penalty, assist you in the
enforcement of any order you may obtain in the U.5.fA.

4 sincerely reqret the lateness of this communication whHich is

due to circumstances beyvond my control . and 1 reiterate my
intention to assist you in any way possible.

Youns sincerely.

i Greaves
a

General rlanager
JB/phc
fafe) {te United States Attorney = Office

JGAY 54
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Ministry of Logal Aftairs

Otffice of the

GOVERNMENT OF ANTIGUA AND BARBUDA

Attorney General

ST. JOHN'S, ANTIGUA, WL

Tetephone: 805 462-2807

November 13, 1996
Ref:  AG22/37 ' T )

Mr Gerald E. McDowell

Chief Asset Forfeiture and

Money Laundering Section

US Depantment of Justice ' )
Criminal Division

Washington D.C.

206330

USA.

Re: United States v. John E, Fitzgerald, CR. No. 93-10149-Z (D. Mass.}

Dear Mr. Gerald E. McDowell,

1 am sorry 1 have not been able until now to reply to your letter of July 12, 1996 on the
above matter. 1 learnt the Swiss American Bank had difficulty in tracing records of the accounts

named in your letter.

[ was informed that the Banks records of most of its non performing accounts which were
closed were kept at its Friars Hill Branch and were either lost or destroyed when Hurricane Luis
struck the island of Antigua and Barbuda in September, 1995 and destroyed the Friars Hill
Branch of the Bank premises. After extensive and long search the Bank reported that 1t was
unable 10 provide the statement of accounts which were closed prior to September, 1995. The
Bank further advised that no accounts were conducted in the corporate names of Rosebud
Investment, Lid; White Rose Investment, Lid; or in the personal names of John Fitzgerald;
Joseph Murray and Michael Murray.

With respect to your request for all records reflecting the tumover of funds by the Swiss
American Bank 10 the Government of Antigua, the Bank revealed that on December 28.1994 it
turned over to the Government a total sum of US$3,003,685.00. This sum consisted of certain
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th

amounts deposited jn various accounts frozen by the order of the Government. These accounts
were frozen after investization authorised by the Government showed that the various sums
credited to those accounts were proceeds of drug trafficking and sale of firearms for terrorist

purposes. The accounts are as follows -

1. Guardian Bank Limited ) USS4.659.670.00

(a8 )

Guardian Bank Limited
EC315.432.89 {in Swiss
American National Bank
of Antigua)

USS 571500

3. Handel Investments USS  92.000.00 =
4, J&B Invesument Corporation USS 256.300.00
Total USS3.005.685.00

Again. T very much regret the delay in responding to your letter. 1 hepe however. that this

information will be useful and ge a fong way in satisfying your Court.

Yours simcerely,

]

L
+
A
Lebrecht Hesse
Sotchor General
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FnG-B7 11.44 FROM.SUISS AMERICAR BANK wopns 1D.3 266 462 1831 Pace ar
QCT-RE- - SHIE
¢. LLOYD LUCKHOO, ac. . e Box 101

Attormey al Law it AI ) NG

. tigua
Senior Counsel .
hee of West indies
. Tei (008) 4521317

Luckhoo and Luckboo
{Legal Practitioners)

Qctober 6, 1997

Gerald E. McBowell . X
Chief Asset Forfeiiure & Money Laundering Section

U.S. Departrnent of Justice
1003, J.W. McCormack Post Office and Court House,

Boston,
Massachusents )
02108

Desr Sir.

{ have been appointed Counse! 1o Swiss Amercan Bank end in that eapacity, { acknowledge receipt bf
your tefler of September 157 1997 addressed to Swiss American Bank.

The Funds to which you refer were deposited as stated by you into the accounls dufing the perisd
Sepiermber 1985 through June 237, 1887,

However, The Proceeds of Crime Ad No.13 of 1693 was enacted on the 10™ of June 1893 and cae
nto effed en the 25 of June 1983, almost 6 years later than he above events.

There was Introduced into the said Act offeaces for Money Laundering under Section 51(2) and 3.
Sections 67(1) and (2) included provision for 2n extemal forfeiture oder for “a designated counlry”.
However, the UBA has never been named 85 °a designated country”.

Sedion 87(3) of the abova Ad provided * subject to subsection (4) the Court may on application by
or on behalf of the Goverpiment of a designated country, register an external forfeiture order.

The Government of the United States did not, nor can it register the Order of April 57 1984 which was
made in the Uniiad States Distrct Court, Disteict of Massachusetts, inasmuch as the deposits referred
to a5 proceeds of erime, were made during the period September 1985 through June 23" 1987, and
were not then in violation of any eriminal laws in Antigua and Barbuda and/or not fable 1o fodeiture ity
Antigua and Barbuda.

With reference {2 your that the Gon 1t of Antigua has represented o the United States
of America that on December 28™ 1994, Swiss American Barik, unilaterally timed over the amount of
US$5,003,685 to the Govermnment of Antigua, your aflegation of unilateral actioa on the part of the
bank is categorically denjed,

In fact, on 15™ June 1890, fry ciient riofified the Minister of Finanoe that conain accounts, which were
held at the bank, were befieved 10 be the proceeds of dnug frafficking and the saie of fircarms for
terrorist purpases. My bank endased supparting documents and acted inthe utmost good faith.

The Mirister of Finance responded on 29 June 1990, “The contents of your letter and supporting
documents have been discussed by the Cabinet of Antigua and Barbuda. Having investigated
this matter the Government considers that it would be in the public interest and a matter of
security of the stata that you immediataly freeze the accéants in question, | therefore authorize
and direct you to put a bold on these funds untl further notica.™
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0CT-25-97 11:45 FROM-SWISS AMERICAN BANK w0ODS I1D.1 268 a62 16131 encE
: b . "

C.LLOYD LUCKHOO ac.
® Page 2 - October 8, 1397

The directions of the Minister of Finance were complied with uni¥ there were discussions between
Swiss American Bank Lid, and the Gavernment as to the final disposition of the funds hekd in these
various accounts. The bank couk! not and did not act uhialerally. WARth the express approval and
directions of the Government, the bank disbursed the entire amounts ying at cred 1o the relevant
scoounts on January 23 1935, in & manner wholy accefiable and approved by the Govemvnent of
Antigua and Barbuda and for the sole benefit of the Government as set out in a lefter to the Prme
Minister which was delivered on January 207, 1995,

From the above background & is our contertion that “the funds cleimed to be fordfelted™ do not propedy
beleag to the United States and have been pakd in geod faith 1o the Govemnment of Antigua and
Bartwda. The bank will be competled to resist any legal action, which might be hrought against it in this

respect.

Yours truly,

A fpove SOSNP AP
C. Uowd Luckhoo Q.C. e
S

T



GOVERNMENT OF ANTIGUA AND BARBUDA

Prime Minister’s Office
ST. JOHN'S ANTIGUA, W.L
Telephone (268) 462-4956

(268) 462-0773
Fax (268) 452-3225

29 January 1998

Mr Gerald C McDowell

Chief Asset Forfeiture and Money Laundering Section
Criminal Division

U S Department of Justice

1400 New York Avenue

NW RM 10100

Bond Building

Washington, DC 20005

U s A

Reference: 26019SGMcD

Dear Mr McDowell

The Government of Antigua and Barbuda has received a copy of the recent
filing in the State of Massachusetts of a civil complaint (United States
v. Swiss American Bank Ltd et al, 97 Civ. I2811RWZ (the "Complaint")
brought jointly by the U S Attornmey's Office in that jurisdiction and
the Department of Justice Criminal Division against, inter alia, Swiss
American Bank Ltd and Swiss Americam Natiomal Bank of Antigua Ltd (the
"Banks") both reputable Antiguan corporations in good standing.

This Complaint attacks the validity and legitimacy of a payment by the

Barks to the Government of Antigua and Barbuda of approximately $5 million

in January, 1995. The $5 million was the balance remaining in accounts

at the Banks as a result of a freeze imposed in 1990 by the Government of
Antigua and Barbuda because of evidence that the monies were the proceeds

of illegal conduct. The Complaint claims that the $5 million should not

have been paid in 1995 to the Govermment of Antigua and Barbuda but, instead
was required to be paid to the Government of the United States pursuant to

an Order of Forfeiture issued on May 4, 1994, in the District of Massachusetts
in connection with the conviction of one John F Fitzgerald in that Jurisdiction.
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Mr Gerald C McDowell
Criminal Division

U S Department of Justice
Page 2

25 Janvary 1998

We believe that it is critical that you act as soon as possible in order
to clear the name of the Banks, the reputations of which have been injured
unjustly by the filing of the Complaint and the media reports subsequently

arising therefrom.

1t was the Banks, on their own imitiative, who acted in the late 1980's to

alert your law enforcement agencies to prevent the use of these accounts by
criminals, and then alerted the Antiguan and Barbudan Government to the
situation so that the funds were frozen in 1990 by Government order. In a
judgement handed down from our High Court dated December 20, 1990, it was

found that Fitzgerald was not the owner of these funds.

In 1994, prior to the payment but after the U S Court Ordexr, the Banks and
the Govermment discussed the appropriate disposition of these funds. While
the Banks initiated these discussions the Government understood all of the
facts and circumstances regarding this account and acting in the public
interest of Antigua and Barbuda released the freeze order on the funds and
approved the disposition of the funds in a manner agreed by the Banks and
approved by the Government.

We urge that the interests and actions of the Government of Antigua and
Barbuda be recognised by the United States with the withdrawal of this

litigation.

Yours sincerely

Cabimet-Secretary

ce The Manager - Swiss American Bank Ltd.

The Hon Attorney General - Ministry of Legal Affairs & Justice
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U.S. Department of Justice

Criminal Division

Washington, D.C. 20530

APR | 4 1998

The Honorable Lounel Stevens
Cabinet Secretary

Government of Anticua and Barbuda
Saint John’'s
tigua, West - In

Re: United States v. Swiss American Bank
United States District Court, Distric
Meassachusetts, Civil Action No. 97-CV

T am in receipt of your January 28, 1998 letter reguesting
that the United States Department of Justice withdraw its

December 23, 1887 lawsuit against Swiss Americen Bank (“SAB”) and
related entities. Frankly, I am puzzled by the request. The
Government’s laws seeks to recover monles deposited with the

defendant banks by itzgerald. These funds were criminal
proceeds derived in
lawfully forfeited to the United States, on or about May 4, 18
during the successful cri al prosecutiocon of Fitzgerald in th
United States. Further, I am surprised by the allegation that
SAB acted with the approval of the Antiguan Government, a
representation that runs counter to prior representations made by
your government. Since January 1994, the Department of Justice
:

cessful diplomatic and legal efforts to gain
he funds forfeited in the Fitzgerald criminal

made numerous unsu
information about

matter. The following history of the Department of Justice’s
underscore the magnitude of these

pursuit of
efforts.

The Departmen
rnment’s assi
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proposed a meeting to discuss the execution of a forfeiture
judgment under Antiguan law and the sharing of proceeds with the
Antiguan Government. On February 10, 1994, OIA followed-up the
initial inguiry with a communication to Solicitor General Ken
Ballantyne reiterating the prior requests and providing a copy of
the notice of forfeiture for service on S&B.

On April 21, 1994, members of the Department of Justice’'s
Asset Forfeiture Office and OIA met with Attorney General Clare
Roberts. During this meetin
Jmnartment Justice to pre

g, the Antiguan Government =asked the
pare a formal davit which, the
epartment of Justice was told, would be regquired to obtain a
restr ining order against the Fitzgerald funds. The Antiguan
Government also assured the Department of Justice that a
restraining order would provide the basis for the production of
bank documents. Finally, the Antiguan Government promised to
take steps to designzte the United States under the Procesds of
Crime Act, 1993, so that the forfeiture order could be registered

and enforced in Antigua. The day after is meeting, the

Department of Justice learned that approximately five million

dollars of the Fitzgerald funds remained on deposit with SAB, a

sum significantly smal 19 thaen the amounts deposited by

Fitzger The Depar nt of Justice further discoversd that

the funds were no longe; be ng held in interest bearing accounts.
T

In an Bpril 28, 1994 letter to Attorney Gensral Roberts, OIA
confirmed the Antiguan Governmeni’s reguest roan idavit,
informed the Antiguan Government oI our intent to forward the
£inal order of forfeiture by diplomatic note, accompanied by a
proposal for an egual sharing of the proceeds, and informed the

Antiguan Government cf the Department L,e’s preference to
have the remainring funds placed into
On May 17, 1994, OIA sent the g P affidavit to
Rttorney General Roberts, States’ desirs to

hafﬂ the funds t"ansferred t£o interest bearing accounts, and
again requested the Antiguan Government ‘s assistance in obtaining
coples of the underlying bank records. On June 2, 1994, thne
United States sent a diplomatic note outlining the agreement Lo
share in the proceeds of the forfeiture of the gerald funds.
On June 27, 1994, OIR reguested a status report from the Antig
Government’s Office cof the Bttorney Gensral as to the restrai
order and its reguest for bank documents. There was RO responsz.
On July 8, 1994 znd August 3, 1994, OIA again recuested the
sratus of the two reguests. Meanwhile, the Unlted States
continued to await wcerd from the Anticua and Barbuda Ministry o
Foreign Affairs regarding the propcsal to share the nds.
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Finally, on August 8, 19%4, the Antiguan Government's Office
oI the Attorney General advised the Department of Justics, for
the first time, that an order of restraint could be issued only
after the final order of criminal forfeiture from the Fitzgerald
matter is filed with a court in Antigua. The Antiguan
Government’s Office of the Attorney General also stated, for the
first time, that the final order would need to be filed with an
Antiguan court in order te gain access to the banks’ records.
The Antiguan Government’s Office of the Attorney General further
stressed that the final order of forfeiture should be
the Antiguan court even in the absence of an agreement regarcing
sharing of proceeds beltwsen the two governments.

On December 2, 1 OIR sent a lette
Government’s Attorney General seeking a oo
equitable distribution of the Fitzgerald £
the Vienna Cenvention. 0IA& stressed that
point was a condition precedent te the for

order of forfeiture to an Antiguan court.
forth a legal analysis for the transfer o t
to the United States by an Antiguan court t
Antiguan Proceeds ¢ Crime Act, 13923, z
Lllustratzed this analysis with a case in wi B
England repatriated monies ordered forfeited in th

s

a

Hignh Court of
United
States, in the absence of statutory authority, ba
equitable principles. Finally, OIA gave thres examplas of
equitable sharing of forfeited funds, based upon U.S. domestic
law, between ths United States and common law jurisdictions. The
Antiguan Government was invited fo comment on the legal analysis.

]

Meanwhile, between December 19%4 and January 1995,° the
zo the Anticuan

Fitzgerald funds were mysteriously transferred

Government. However, the Antiguan Government did not inform t

United States of this development until almost a vear later. On

February 17, 19295, 0OI& requested a response to its

December 2, letter. No response was received. On

March 22, 1893, O sent a lefter tc the Antiguan Attorney

General, attaching copy of the final order of forfeiture, and
s D

reiterating its December 19%4 reguest for repairiation of
Fitzgerald funds pursuant to Article 5 of the Vienna Convent
the proposal for egu ing cf the funds under U.S.

domastic law, the desire to have the funds placed in an interest

Decembea
January 23
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bearing account, and the desire to obtain the records from the
bank. Again, no response was recelved.

In late October 1995, OIA asked the Legal Attache at the
U.S. Embassy in Bridgetown, Barbados to follow-up on the
Fitzgerald matter. On November 20, 1995, a representative from
the Legal Attache’s office met with two attorneys from the
Washington D.C. law firm of Washington and Christian, counsel to
the Antiguan Government. Counsel informed the Legal Attache’s
office that the five million dollars in the Fitzgerald accounts
was “no longer available.” The attorneys advised that the funds
had been transferred to the Antiguan Government, who had already
spent the funds to pay pending debts, and, therefore, the
Antiguan Government would not conduct further negotiations
regarding the funds.

On January 22, 1996, attorneys from OIA and this Section,
t with Attorney General Roberts to discuss the alarming
velation that the Fitzgerald funds were “no longer availaple.”
torney General Roberts formed the Department of Justice tn
AB had unilaterally approached the Finance Ministry, explaining
er d

nds, and deposited the funds in an Antiguan Government account.
Attorney General Roberts claimed that the Finance Ministry
accepted the funds without informing his office and that all the
funds had been appropriated for internal improvements and social
services. 1 voiced my dissatisfaction with the disposition of
the funds and, again, requested the Antiguan Government's
assistance in obtaining copies of the bank’s records so the
Department ¢f Justice could do an accounting of the Fitzgerald
funds. Subseqguently, cn February 28, 1996, OIA sent a lette
the Antiguan Government’s Attorney General requesting a deta
written explanation of the arrangement between SAB and the
antiguan Government regarding the Fitzgerald funds and what steps
were taken to dispose of the proceeds. Additionally, OIA
identified the specific bank accounts and relevant time periods
to which the document request applied. Again, no response was
received.

In June 1996, I was introduced to Solicitor General Lebrecht
Hesse at a conference in Port of Spain, Trinidad, promoting
nternational cooperation in forfeiture and money laundering
natters. I expressed to him that the Department of Justice
ontinued to be dissatisfied with the resolution of
Fitzgerald matter. On July 12, 1996, i followed-up
meeting with a letter to Mr. Hesse, and, referring to OI
February 28 reques I explazined the need for copiles of the banx
account records and documents surrounding the transfer of the

[

10 3
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funds to the Government of Antigua. On July 29, 1%96, I, along
with other Asset Forfeiture and Money Laundering Section
attorneys, again met with Attorney General Roberts and other
representatives of the Antiguan Government. I was informed that
the request for documents had been forwarded to the Finance
Ministry, and then to SAB directly, who agreed to provide the
information requested. The Department of Justice was assured
that the information would be provided shortly. Again, Attorney
General Roberts stressed that the transfer of the funds to the
Antiguan Government wes “unilatexral” and that the bank
transferred the funds first and then sent the Antiguar Government
a letter informing the Antiguan Government of the transfer.
Attorney General Roberts stated that the transfer was initially
done without the knowledge of the Ministry of Justice or the
Antiguan Government.

Finally, on November 13, 1386, Solicitor General Lebrecht
desse informed the artment of Justice that the bank records
requested were not available because Hurricane Luls apparently
destroyed the Friars 11 branch of SAB. Nonetheless, the
Soliciter General identified and broke down the source accounts
for the funds allegedly transfierred to the Antiguan Government on
December 28, 1994. Tor the first time, and aimost three years
after the Department of Justice first sought assistance from the
Antiguan Government, the Antiguan Government informed the
Department of Justice that the funds in the pank accounts in
question had been “frozen” by the Governmen something that had
been specifically denied in prior communications. Noretheless,
the Antiguan Government did not provide any documentation
evidencing any of these clrcumstances.

At a November 21, 1996 meetiny between Department of Justice
Deputy Assistant Attorney General Mark Richard, Antiguan Attorney
General Roberts and Prime Minister Bird, the Antiguan Government
was again confronted with the United States’ continued
dissatisfaction about the resolution of the Fitzgerald matter.
The Prime Minister indicated that the Antiguan Government would
review the situation and consider returning the funds to the
United States. On April 3, 1897, Deputy Assistant Attorney
General Mark Richard spoke to the newly-installed Attorney
General, Radford Hill. Deputy Assistant Attorney General Richard
reiterated thé points he made to and the promises made by the
Prime Minister at the November 21, 1996 meeting. In addition,
ir. Richard informed Attorney General that, should the
1tiguan Government decide not to repatriate Lwe funds to the

e

’u

U lt d States, ths United States would be forced to consider
legal action against SAB. This Department of JusTice position
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was memorialized in a letter to Attorney General Hill on.
April 10, 1997.

On or about April 16, 1997, the Department of Justice was
contacted by Robert Washington of Washington & Christian.
Mr. Washington stated that he thought the Fitzgerald matter had
been resolved until Prime Minister Bird heard during a conference
in Tobago the previous week that the United States was unhappy
with the status of the matter. During the course of the phone
call, Mr. Washington stated that the approximately $2 million
that SAB retained was a set-cff against outstanding Antiguan
loans. He did not explain why the Antiguan Government accepted
the approximately $5 million from SAB. Mr. Washington requested,
in writing, the basis of the United States’ dissatisfaction as to
the non-repatriation of the Fitzgerald funds. This Section sent
him both the April 10, 1937 letter to Attorney General Hill and
the November 13, 1996 letter from Solicitor General Hesse.

On September 1S5, 1997, the United States Attcrney’s Offil
District of Massachusetts and the Department cf Justice, sent a
demand letter to SAB for the monies deposited by
copy of this letter was sent to Attorney General
October 29, 1997, OIA received a response to the demand letter.
The response denied that SAB acted unilaterally in transferring
the funds to the Antiguan Government and justified the transfer
of the Fitzgerald funds based upon “approval” recesived from the
Antiguan Government. On December 12, 19¢7, this Section again
asked counsel for SAB to provide documentation supporting the
claim that the Antiguan Government was involved in the decision
to transfer the funds. However, no response was received and the
United States was forced to file its suit in oxder to preserve
its legal rights.

rry

Although given ample opportunities over the past four years,
the Antiguan Government failed to admit, and at times outright
denied, that the transfer of the Fitzgerald funds from SAB to the
Antiguan Government was “approved” by Antiguan Government.
Rather, until now, representatives from the Antiguan Government
emphasized that SAB acted unilaterally and that the Antiguan
Government neither recuested nor encouraged the transfer of the
Fitzgerald funds. This is not the only inconsistency in
representations made by the Antiguan Government. On the advice
of the Antiguan Government, from January 1894 through November of
1995, the United States made numerous requests for, and provided
many documents in support of, an order to restrain the ¥Fitzgerald
funds. Yet, in November of 1936, the Antiguan Government, when
pressed to provide a full accounting oI the inds, divulged that
the Fitzgerald funds were already “frozen” by the Antiguan




3869

Government. Also the United States consistent.y requested access
to documents that would allow for an independent review of the
facts, only to be stalled and told of new requirements for
obtaining those documents and, eventually, that the documents
were no longer avallable.

The United States is committed to recovering the Fitzgerald
funds which were lawfully forfeited to the United States

Government. Pursuant to vour obligations as z signatory to the
Vienna Convention, we ask that you clear up the inconsistencies
in our past communications with the Antiguan Government. The

Department of Justice continues to be interest finding out
the details of the zge*a“d funds transfer. Your January 29,
1998 letter implies that the transfer of the Titzgerald funds by
SAB to the Antiguan Government was pursuant to instructions or
orders from the ARntiguan Government. Since this is directly
contrary to prior representations, the Department of Justice
would appreciate any information you can prov: ide that would
confirm this. For example, the Department of Justice would like
-0 review copies of all correspondence memorializing any part of
the transfer of the Fitzgerald funds from to the Antiguan
Government. In addition, the Department of Justice requests that
ail AﬁLﬁgdan Covernment officials involved in SAB’s transfer of
the Fitzgerald funds be made available for deposition, or, 1f
they are no longer in the employ of the Antiguan Government, that
the Department of Justice be provided with their names and last
known addresses and telephone numbers.

los)

Sincerely,

/gw/{/a Jelet?

Gerald E. McDowell, Chief
Lsset Forfeiture and
Money Laundering Section

cc: Jonathan Winer,
Deputy Assistant Secretary of State
James Chri E
Howard Wilson, Esq.
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Subjeat: Swiss Amcrican Bank Ltd, and others - Anfigua & Barbuda veryus US Justice
Departnent — Boston, Massachuses.

l’n (& above case relating fo ladered funds in excess of US 7 million by Fitzperald and
Sdrdtian Bank. .
fug Direstor of Swiss American Bank Ltd. bas been consistently feeding wrong

on this matter to the US Lagal »\LJ*Dr?\A it ix reported that an Ambassador of the

)
o  Givernment who was alsa the zan of the then Bosrd of Directors of the Bank
dBran SwartYoung as Managing chcxcr of Swiss Awnerican Bank Lid. to protect

0 {llegal transactions wade by the Bank by the then Hoard of Directors of the Bank and the

%nngm Governrent,

c r:tzv“a:d moneys, the sum of US 830,000 was wansferred between Jamuary 22-25
495 to InterContineneat Bulk Traders S.A account # 4763751 at Bank of Bermuds, Hamilton,
If you trace the beneficial owners of InterContinertal Bulk Traders, S.A. you will find not enly
the Directors of the then Swiss Amerdces Bank which included 2 well known US Lagad Lw*v
from Chicage, but alse perhaps direct Antigus Government personnel. This money was fom th
Fitzgerald moneys and was supposed to be U fee for the Divectors aod the Government
personuel to settle the Guardian Bank Deposits without returning any money to the US
Crovernmezt.

It is clear that a complete listing of the disposition of the Fizgerald moneys has not been
srovided by the Swiss American Bask,

Hope the informetion, is helpfis! in chtaining 2 posithve judgement in favor of the US
Governmant. Direct identification is inpossible becanse reprisals including death is very likely
since these people are crooks of the tighest omjex.

Sincerely,
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)
)
Plaintiff, }
)
v, ) CIVIL NC. 927~CV-1281%1 WGY
) : =
SWISS AMERICAN BANK, LTD., et al. ! :
) - =z
Defendants. J > n
‘; -1
UNITED STATES’ OPPOSITION =

TO MOTION OF BANK OF NEW YORK-INTER MARITIME BANK, GENEVA
TO DISMISS FOR FAILURE TO ADEQUATELY PLEAD
ALLEGATIONS OF ALTER EGO LIABITITY

B Additicnally, the government 1is
two other oppositions in response to Inter M d
Swiss American Bank, d. and Swiss American Natio
(collectively “Defendants”) other motions to dismi
States’ Oppo icn to Mction of Bank of
Bank, Geneva and Motion of Swiss American Bank,
Bmerican National Bank to Dismiss the Complaint
Personal Jurisdiction and (2) United States’
of Swiss ARmerican Bank, Ltd. and Swiss Americ
Dismiss the Complaint for Improper Service,

osition to Motic
National Bank to
jJoin an

Indispensable Party and con the Grounds of Fo n Conveniens.
tions as 1f
: its

The United States inccrporates these other op
fully restated herein. The government has
responses in this manner for the Court’s co
that the Court again chooses to address the
jurisdiction before any other preliminary issue.
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Maritime Bank, Geneva (“Geneva”)? claims 1t should be disﬁiSSed
from this lawsuit for two reasons. First, Geneva asserts that
the government’s claims against Geneva do not meet the pleading
requirements of Fed. R. Civ. P B{a) or 9(b). Second, Geneva
contends that the government has not stated a claim as to
Geneva’s arter ego basis for liability. Because the government

sufficient

3

has alleged its claims against Geneva with
particularity to satisfy the requirements of Rules 8(z) and 9
and has stated a claim upon which relief can be granted, Geneva

should be denied. Moreover, the

right dismissal of Geneva. Instead, if
deficient, the Cour:z should afford the government an cpportunity
to amend the Complaint to remedy any alleged deficiency.

Finally, because Geneva’s motion seeks to have the Court
consider matters outside the pleadings, ramely the March 12, 1998
Affidavit of Stephen Beekman, Geneva is actually requesting

relief pursuant to Fed. R. Civ. P. 56. Because Geneva 1s

equesting summary judgment, 1t is appropriate for the Court to

H

exercise its discretion to grant the United States leave to

znd among the

qe

conduct discovery to probe

2 Geneva has noted in its papers that in 1989, its name
changed to Bank of New York-Inter Maritime Bank, Geneva. If
Geneva were to provide ri documentation evidencing this
name change, then n uld move the Court to amend
the caption of the case.

2
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Defendants® pursuant to Rule 56(f) before ruling on Geneva's

motion.

FACTUAL BACKGROUND

From 1985 through 1987, John E. Fitzgerald (“Fitzgerald”)

arranged for the deposit of over $7 million in illegal drug
proceeds into accounts (“forfeited funds”) at
Swiss American Bank, Ltd. and Swiss American Nat Bank

(“SAB”) . (Complaint at T 13;
Statement of Peter Herrington

Exhibit B). During this time

Ry

and Manager, Mcllister Abbott ( Abbott”} .

20; Exhibit A at pp. 37-3%2). DNone of the

Fitzgerald’s control were opened in Fitzgerald's name, but,

rather, in the name of shell-corporations

Herrington for Fitzgerald. {Complaint at

pp. 5-6 & 10-11). Herrington created the
corporations in his capacity as the General Manager of the

a “trust” company

its motion for discovery at the January 6, 2000 status con
is without merit. It would have been premature the

government to renew its request for discovery Wi it first
knowing the Defend s’ bases upon which they wou be rent
their motions. Therefore, the government has not waived 1its

rights to discovery.

Il
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that incorporated shell-corporations for SAB’s customers.
(Complaint at 99 20-32; Exhibit A at pp. 10~11). For all
practical purposes, although they performed different Zunctions,
AIT and SAB acted as one business entity. AIT and SAB had the
same offices, used the same post office box, had common officers
and employees, and, most importantly, were owned by, controlled
by, and answered to the same principals, namely, Defendants Swiss

Panama (“SRHC”), Geneva, and

American Holding Company S.A.
their principal shareholder, Swiss-Israeli businessman Bruce
Rappaport (“Rappaport”). {Compare Unauthorize

Guardian filed by AIT and March 7, 1988 Letter

Zbbott to Bruce Rappaport/IMB, attached hereto

C, respectively; Exhibit XA aZ pp. 5-7 & 42-43) .

By May 1987, most of Fitzgerald’s deposits at SAB, which at
¥ Y g

that time accounted for elmost one third of SAB’s depesits, were
held in the rame of a shell-ccrporation called Guardian Bank
Limited (“Guardian”). (October 19, 1989 Investigatory Report of

Prospect Special Branch, attached hereto as Exhibit E at pp. 1-

2). Guardian was actually owned by three holding companies
wholly controlled and owned by Fitzgerald. (Complaint at € 257

¢ In 1987, SBB and AIT were owned and controlled by
Defendant Swiss American Holding Company of Panama, S.A., which
in turn was owned and controlled by Defendant Geneva, which in
turn was owned and controlled by Bruce Rappaport. {(See Excerpt
of the December 6, 1989 Summary of Testimony by Marc
o 8

Sturzenegger, attached hereto as Exhibit D at p. 87
o. 42-43) .

KN
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see Exhibit A at pp. 39-40 & 45-46). The corporate documents for
Guardian and these holding companies were held in trust by AIT
for the benefit of Fitzgerald. (See Exhibit A at p. 46; Exhibit

8) . From June 1986 to June 1987, Herrington was the

o3}
[\
t

p-
sole director of Guardian and of the various holding companies

that owned Guardian. A at pp. 39-47, & 45-490).

contrel of the

2lthough most of the facts are

Defendants, the United States has learnad that by the end of May

1987, Mr. Rappapcrt became concerned that an unknown depo

controlled one-third of SAB’s deposits

travel to Geneva’s Swiss officeas

(affidavit of A. J. de Kluiver,

-
=
I
<
®
=
R
rh
rh
sl
T
[
53}
8]
g
®
o
j=a
©
=
®
.
s}
Y
¢
s
=3
i)
ol

Nej

98 (“de K

4

Rappaport removed Herringten as the General

at 9 4c). Thus, Rappaport was apparent

SAB. {de Kluiver
able to exert enough control over the corporate structure of the

defendants to remove Herrington.

+

(See Exhibit A at p. 45).

officers of Guardian and its holding companies and Herrington

(S}
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transferred all corporate documents relating to the ownership of
Guardian to Fitzgerald. (Exhibit A at p. 46). Fitzgerald, armed
with Guardian’s corporate documents, elected a new director for
Guardian, who then attempted to withdraw funds from SAB.

(Exhibit A at p. 46; Exhibit E at p. 2). SAB refused to horor

the ragquest made by Guardian’s new directer who attempted to

=)

negotiate a release of part of Guardian’s

Exhibit E at p. 2). Finally, after attempts at a negotiated

ettlement failed, Guardian’s director filed a lawsult in Antigua

0

in 198%, asking the court to reccgnize him as the sole director

In guan court ruled th

director did not possess the proper corporate autheority to fi

the lawsuit and dismissed the case
The United States possesses
and exhibits filed in the aforementioned

Thes2 documents show that immediately after Herrington’s

Cctober 1982, the case
992 Letter from Mar

The United State
ion of this appeal.

The United States recel ies din the

SAB and

Geneva. (See Exhibits D and F}.

5
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dismissal in 1987, SAB, through its agent AIT, appears to have

engineered a takeover of Guardian.’ ©Cn June 22, 1987, BRIT issued
proxies to Suzanne Wolf, a resident of Geneva, Switzerland,
allegedly giving her the authority to operate the voting shares
in Guardian held by the three holding companies owned by

Fitzgerald, even though AIT did not hold the bearer shares toc the

es, was not the named direc

ot

holding com

companies, and did not have Fitzgerald’s permi

the holding companies. (de Kluiver Aff. at {

nk Sharehclder

from Unauthorized Cuardi

Exhibit B; Exhipbit £ &t p. 3). Then, on June 23,

the

appointed AIT as director of

bogus proxies, Ms.

passed & corporate resoiution freezing Guardian’s accounts at SAR

“to protect of the bank and its customers.

(Exhibit G;

incorporated in June 1986, all 5,000 voting shares
the three holding companies controlled and owned by Fitzgerald.
(See Guardian Stock Certificates Issued to Harleguins Limited,

Hoylake Limited, and Saracens Limited, attached hereto as Exhibit

9-40 & 45-46) .

4

W

H; Exhibit A at 10-11,

e

o)
D

’ Fitzgerald attempted to withdraw his L
a time when SAB was financial
S +
i

almost one quarter of SAB’s to [e]
into insolwvency. (See Exhibit E at pp.1-2).
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attempted to withdraw Guardian’s funds from SAB in 18987, AIT

mysteriously obtained 15,100 voting shares in Guardian, making

AIT a 75% majority shareholder in Guardian. (See Exhibit B at p.
1).

ARGUMENT
I. The Government has Pleaded its Claims Sufficiently Under

Rules 8(a) and S(b)

Geneva argues that the Complai

Rule 29(b), and as such, the Complaint must be

smissed. The government has fulfilled 1ts pleadi

obligations; however, if the Court finds that

nsufficiently pleaded, then the proper remedv for the Court is

i

to allow the government to amend, rather than tc dismiss, the

Complaint.

ires that a pleading set forth a

Fed. R. Civ. P.

short and plain statement of the claim, showing that the pleader
is entitled to relief. The notice pleading standard eliminazes

the need in pleadings for a detailed statement of the facts upon

which the claim is based, leaving development cf the facts to

discovery phase of the litigation. J.D. Conley v. Gibson, 355
U.S5. 41, 47 (1957). Federal Rule of Civil Prccedure 2(b]

fraud be pleacded with particularit

varticularity has been
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[ WA ] [y REGISIETET NO.

Isle of Man SubNo.
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ISLE OF MAN CONSTABULARY

RECORD OF TAPE RECORDED INTERVIZ
Exhibit No: BJSIC
Interview of Peter Frederick HERRINGTON at

Police Headquarters, Douglas, Isle of Man
on Friday, 26th September, 1991.
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NOTE: This exhibit, submitted with the DOJ filing, included only the following excerpts
of the Herrington interview.
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OF TAPE RECORDED INTERVIEW

torviewoed: Peter frederick HERRINGTON (PFH) Exhibit No_: BJSIC
| 57
torviow - Police Hsadquarters N This record conslsting of / ... PBQOS, snch signed by
Douglas,lsle of Man. T me 13 the exJUDA raferred 1o In e spitament mada and tignad by
1) -
ma.

htorview : Friday, 26th September, 1991.

nmonced : 5.46 p.m. Time concluded :

jpresent:
ye Constable Barry John SMITH, Fraud Squad, Isle of Man Constabulary.

—nt United States Attorney Michael KENDALL, United States:Department of Justice.

Agent Paul J. FOLEY, Federal Bureau of Investigation.
Agent Robert R. TURGISS, Federal Bureau of Investigation:

7 Person Dialogue
Speaking —
BJS This interview 1is being tape recorded,
Detective Constable 163 Barry John Smith of the
Isle of Man Constabulary. Other officers present
are - E
PJF ’ Special Agent Paul J. Foley of the F.B.
. Boston, Mass
RT Special Agent Robert Turgiss with the F.B.TI.
Boston
MK And Michael FKendall, Assistant United States
: h Attorney with the Department of Justice in Boston
Massachusetts
BJS‘ And you are? B
PH I'm Peter Herrington from the Savoy Hotel,
Promenade, Douglas, Isle of
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cieeeee-Date : 281he ?(embf:z‘~,-/19}«l—.

perer. Frederick HERRIBGTON ... signaturs: o e :
.
Person Dialogue
Speaking -
BJIS 0K, we are in an dinterview room at Police

PH

BJIS

Headguarters, Douglas. The déte today 1is
Thursday, 26th September, 1991 and the time by ny
watch is 5.46pm. Do you agree f£iYst of all Mr.
Herrington thaf these two tapes were unsealed in
your presence?

I do

And placed in the machine, thank you. This
interview is being conducted in accordance with an
order.gbich was issued under Section é; of The
Criminal Justice Act 1991, which is an Act of the
Legislature in the Isle of HMan. It concerns
_persons under investigation who are Joseph Paul
MURRAY, Suzanne Jane MURRAY, Michael Francis
MURRAY, James Joseph MURRAY, John F. FEENEY, John
Edward FITZGERALD, Global Holdings Ltd, Irving
Trust Company. Hariequins Ltd, Hoylake Ltd,
Sarasins Ltd and Antigua International Trust Ltd.
This ordey was duly served on Mr.” Peter HERRINGTON
who later petitioned the Deemster in the High
Court of the Isle of Man as to whether he should
answer to it: ths Deemster did so oraer on the

10th day of September, 19%1. Would you agree with
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Perzen
Speaking

Dislogus

PH <

BIS

FH

BJS

MK

PH

MK

PH

ME

-that Mr. HERRINGTON that that is a3 tiue summary of
the legal proceedings to date?

Yes, I just wish to add that eh, I sought
clarification from the Court betause I would be in
breach of the laws of - Antigua
by volunteering to give this informaticn. without
the benefit of an Isle of Man Court COrder.

And are you satisfied now that you are covered by
the Isle of Man Order?

I am satisfied that TI'm obliged to give the
information, although I'm still techni;ally in
breacﬂ ;f the law of aAntigua.

OR the interview from now will be conducted by Mr.
Michael Kendall

OK, thank you Mr.- Herrington. If we could just

74§éé“$”few personal details on the record. Eh,

you're a citizen of the United Kingdom, is that
correct?

That's correct.

0K, and your date of birth?
130144

OK

Or to put it in American 1-13-44

And you are a member of the Bar in the United
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Kingdom, is that correct?

No, I'm a Solicitor, and a Member of the Law
Society.

OK that means you're..

We don't have a fused profession 11;; yoﬁ have in
the States.

But you're an Attorney, is that correct?

Yes

You've been practising since 196972

That’s Corréct

Could - you just briefly tell us your ed;;ational
background.

Eh, I'm a product of an English Grammar School and
the, I got my legal qualifications at the College
of Law,- in England- ---- -

Now em, also just to lay out some more formalities
you also understand that under Section 24 of The
Criminal Justice Act that em, your not en
specifically under oath if you do make a false
statement 1f that is considered & criminal offence
I understand, yes.

OK, now is it true at some point the;t you were an
employee of the Bank of Bermuda?

Yes
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MK OK ..

PH 1979 to 1984 end of March

MK And what was your last position at the Bank of
Bermuda? 7'__7

PH I was the Bank's in—house Counseitand also its
corporate‘secretary_é

MK Yep, and you were located actually on the island
of Bermuda at that time?

PH Yes, indeed

MK OK, did you leave the Bank of Bermuda for another

_ positio;?

PH Yes, I digd.

MK OK, and what was that position?

PH That was to be General Manager of Antigua

- 777”&n£érﬁé£}oﬂ;iﬂ&rugt LE&: éwiés Aﬁéricég National
Bank of Antigua and Swiss American Bank Ltd in
Antigua.

MK Could you explain what those three Corporations
were and how they related toreach other?

PH They are three sister compamies and Antigua

International Trust Ltd is. a trust company and the

ther_two are Banks, _Swiss American Bank was.an-

off shore Bank located in Antigua and under
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National Bank of Antigua was a locally licensed

Bank.
OK Could you explain what you mean by an offshore

Bank?

The Bank which is licensed to do‘;nte;national
business and cannot under its charter deal with
citizens or individuals in the island in which it
is situated

When you say they were sister companies, what do
you mean bf that?

I mean. that they were all three subsidié;ies of a
Panamanian Company, which in turn is wholly owned
by Inter Maritime Bank Geneva.

Would it be fair to say that you were the top
Managerial person. on the island of Antigua for
each of those three entities?

That's correct

You were the local Boss to put it in sort of
colloquial terms

In the vernacular vyes, -

So you reported to a Board of Directors and they
of course

I w;s also a director of each of those three

concerns, and I was the onlv exXecntive Rirecmta-
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Now, were there any other active off shore Banks
in Antigua at the time that you were employed by
those three banks?

There were others registered but em, it would be
fair to say that none of them were 'active' in the
sense of dgaling with the public in the manner
that Swiss American Bank Ltd did.

OK, now do you know a man by the ‘name of Malcolm
ABBOTT?

No, I did know a man by the name of McAllister
ABBOT who was the Manager of the threeﬁentities
I've des;ribed

When you were there?

He was there when I got there, he'd been employed
em in that position previously under Yy
predécessor and he reméiééd in that position
throughout the time I was in Antigua

and Belgrove Gregory was also a bank employee at
the time you were there?

Belgrove Gregory was employed by-us as the Bank's
Accountant. and I have no recollection of when he
was taken on, but it would be somegime during my
term in Antigua, it may have been a year or

eighteen months before I left
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ME At some point whenm yéu were &n Antigua did you
meet a man by the name of John FITZGERALD?

PH Yes, I knew him as Jack Fitzgerald

MR And roughly what time do. you believe you first
came in contact with Mr. FitzgeraléégA -

PH I don't have any personal recollection or records
to indicaté except that I have seen an affidavit
sworn by Mr. Fitzgerald in Antigua proceedings
which suggested it was in February, I think 1985,
I have no reason to dispute this

MK OK . Well, puttiné aside that Affidavif‘would it

. be fai;.to say you probably met him sometime in
- early 85 would be your own memory of it?

PH I'm so sorry I really don't have my own memory of

when it may have been in 1985, em, but certainly
o I"ve no reason to doubt it was early in 1985

MK - If I were to show you this folder that has six
pictures numbered 1 through 6, all of white males,
Is it fair to say that you identified Mr.
Fitzgerald's picture from that photo display?

PH Yes, Mr. Fitzgerald is number 2 and I have signed
and dated the ba?k of the picture number 2 as my

authentication of having identified him:

MK When you were initially shown this photo display
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-was any reference--made as-to w£a§ person--by--name
who might be on this?

No, I was simply handed the sheet and asked if I
recognised any of the people on it

OK Did you receive any hints at ail that, as to
who would be on this photo display?

None at all

Now, when you met Mr. Fitzgerald, did you meet him
in your capacity as a Banker?

Yes, I did

Would it be fair to say that over the beéinning of
your rélgtionship with him, whether it waé a few
weeks or a few months, you had a series of
discussions with him?

T'm sure that we had a series of discussions over
?65;>15n§'é beri&é, éf'wﬁat-ieéuiérity I couldn’'t
now say

And you had these discussions with him in the
context of him becoming a customer of the Bank?
That's correct
Be fair to say that many of the things you said to

him are fairly standard of what you would say to

all new customers -at--the Bank+ in -explaiming

procedures and the way the Bank operates?
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PH Yes, indeed.

MK Could . .you tell us sort of the gist of your
conversations with him and what he told you about
himself and what you told him about-the Bank?

PH As I would say to all of ny customer;»who Eame in,
I would describe the various types of accounts we
operated, I would have described how Bank
confidentiality operated

MK Why don't you explain to us what you mean by those
things, - the types of accounts and how the Bank's
confidentiality operated? o

PH Well, as in any banking operation there are a

range of accounts between current accounts and
chequing accounts going through to interest bearing
_deposits. for. warious terms, that would be the
normal context obviously there are certain
borrowing customers as well, but that wouldn't
be relevant in this case.
MK And what did you explain about confidentiality?
PH I explained that er, as I again-said with all my
customers who required confidentiality that they

were able to open accounts in the name of

Corporations which they would own, but the records

~F thacoe Cavmavaslama cones
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Ehey had iésuéd bearer shares, that my
organisation was established to provide Directors
for such Corporations, and therefore in general
terms there was er a complete confidence which I
could assure and furthermore that this was
enshrined under the laws of the, of Antigua and
the International Business Corporations Act and
any officer of the Bank who breached that
confidentiality would be guilty of a criminal
offence.

MK What is_a_pearer share?

PH™ A bearer share is literally a certificate which
says that the owner of the number of shares in the
Corporation is 'bearer’ which means in effect that

) | _ anybody who_holds that certificate for the time
being is the owner of those shares - much as a
bearer bond that you're used to in the States

MK Now, did Mr. Fitzgerald tell you where he came
from?

PH I can't remember at what poiat, but eh, Mr.
Fitzgeralid 4id tell me that he came from Boston

MK And what did he say was his career or profession?

PH He had indicated to me that he was involved ié the

management of Casinos
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the three banks?

I'm sorry, could you..
He set up accounts in one of the  three banks that
you were supervising... . -

No, only one bank..

Yeah, and vhat was that bank?

That was Swiss American Bank, the offshore bank

OK

He would not be entitled to have a US Dollar
account in the local bank without consent from the
monetary agtpority and Antigua Internatio;al Trust
Ltd was a trust company, not a bank

OK. Now, at some point did he em, strike that.
What was the total amount of money that h\e
depq;ipgq ;gpqmgpﬁkganks_when,you were.there?
Something between seven and seven and a half
million dollars

And did the bulk of that come in from one
particular transfer?

To the best of my recollection, fome five million
dollars came in on a wire transfer from the bank
in the Cayman Islands

Do you recall wh&ch bank in the Caymans?

I don't recall from my knowledge. but T hawve cann
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relation to all his deposits always said that they
were eventuaily going to be used for some
development project, or purchase, em, investment
purchase, but that there was nét,going to be any
hurry and that the funds would be with us for some
time. A

MK Now, was he 1§oking at investment projects or did
he say he was considering investment projects off
of Antigua or only on Antigua?

PH No, I think we always understood that Mr.

i

Fitzgerald was open to making investment in the
Caribbean. area, not only in Antigua but I think
my Manager and I em presented proposals to him
over the perio? of time and I think Mr. Fitzgerald

probably also discussed proposals which he had

found himself.over a-certain-period of time.

MK They were off island?

PH No, not all of them...

MK Some aren't-some are..

PH ' Some are and some aren’t -

MK Now after there was a total of seven or more

million dollars deposited into accounts that he

was controlling. Did you have a conversation with

him on how those accounts should be handled or
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changed? B
Yes, certainly, when I knew that we‘here<going to
receive this amount of five million dollars, I'm
assuming it would have been sometime probably en,
before its actual receipt, I would have discussed
with Mr. Fitzgerald how those deposits should be
dealt with in our bank and how in fact, what type
of accounts they should be held in.

Did this conversation take place at the bank - or
was it a series of conversations?

I can't promise you that every one tookvglace in
the bank, some may have taken place wherever he
was staying, and some may even have taken place at
my home, but eh...

Did they all take place in Antigua?

Oh, Yes.

And they all were face to face?

I. to the best of my knowledge, er, I never met
Mr. Fitzgergld anywhere else but Antigua.

Good, and would anybody else have been present in
yYyour conversations other than you and Mr.
Fitzgerald?

Oh yes, Mr. Abbot would be privy to all our
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customer and noﬁ my OwWn customer in that sense.

When you -say...

I wouldn’'t of thought that anybody else would be

present, not to my recollection R _

Yeah, well, be fair to say that Mr. Zbbot would

have been present at some of your conversations

with Fitzgerald but not all of them?

If, If we were going to discuss the conduct of his

account in any material form, then if both Abbot

and I were on the island and in the bank we would
o

have met with him almost certainly together.

There will ﬂavé been a number of occasions however

when either Mac or myself would have discussed

things with him separate%y.

OK, would that also be true of your initial

co;v;rgations when you first set up the White Rose

and Rose Bud accounts?

OCh I can't recollect whether, when he first came

in, he saw just me or both of us, or even whether

his initial contact may have been with Mac and me

later.

But as things developed over the initial period of

time when you were having conversations with him,

would it be accurate tn <cav cometimoc wan
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Have spoken with him alone and Sométimes Mr .-Abbot-- -
may have been present? -

PH Yes, or sometimes he may have spoken with Mr.
Abbot alone. -

MK Abbot alone, OK... . i

PH Oh yes.

MR After you had this discussion with him about how
to change the structuring or depositing of the
seven million, did you in fact take certain steps
with his approval?

PH Yes I did. I recommended that in view of the size
of the deposit as against the funds that were

N; lodged in the bank, as its capital, by its owner
~that I didn't think it appropriate that he were
just a deposit customer of the bank, I suggested
that-in view of the sizeé ©f the funds and in viéw
of the fact that they were going to be on-used at
some point for development, that they should be
used to form a bank, so that he would in fact be
the owner of a bank in which all of these funds
would be deposited, and then that bank would on-
lend its funds to Swiss American Bank.
MK OK, and did you in fact set_up such .a corporate

structure?
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Yes“ I did, it was called Guardian Bank Ltd, and
and it set up in Anguilla 7

And what was the reason for setting it up in
Anguiila? . -

Because that was the most flexible juriéaiction in
order to set up a bank at that time.

And what was flexible about it?

In terms of its capital requirements; in terms of
its management, in terms of its share holding, it
represented the simplest and easiest Jurisdiction
in which ﬁo form a bank, which wasn't‘going to
operate or be licensed to deal with the public.
And what wére the Corporations that owned the
shares in Guardian Bank? .

Hoylake Ltd, Sarasins Ltd and Harlequins Ltd.

And who picked the names for the three
corporations in the Bank?

I did.

And what was the significance in the three names
for the three corporations? -
They were all rugby clubs from the UK
And you are a rugby fan?

Yes '

OK. And AnisASan BAwt0 K
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good?

Guardian Bank again was my name, and yes, because
it had an appropriate ring to it.

Now, were there ever accounts set up. in the name
of JONES or HANDEL, H*A*N—D—E*ﬂj for Mr.
Fitzgerald's benefit?

Yes, em, my recollections, both were set up for
his benefit

OK, at this time, without having the benefit of
bank records thch I know might be helpful, do you
recall any other accounts that were set ;p for the
benefit of Mr. Fitzgerald?

Well, apart from Guardian, there was White Rose,
Rose Bud, J&B, Handel, Jones Enterprises, I think

thats it. N o

Did Handel and Jones play any particular role,

that they were set up for? or were they just
holding accounts...

I wasn't aware of any particular role, I think
they were Jjust company accounts in which he
deposited funds.

And do you know if Chelsea Ltd and Neﬁington were
affiliated at all with him?r

No, they were nothing to do with him-
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Now,at some point yod, would "it be Ea:{r»':"t"c;'say
you had your differences with the managemené of
the three banks? )
It would be a classic understafémept -
OK, and when did you first learn that you- were
having some differences with the management, not
the management, the ownership?
That surfaced, I think towards the énd of January
when the owner’of the parentAbank in Geneva one
Mr. Rappaport, instructed an Attorney from I think
- -
Washington, from one of the prime firms in
Washington to come to the island to discuss the
state of the Government of Antigua's accounts with
the local bank

v

OK, and at that point did vyou have some

conversation with Mr. Fitzgerald?

No, I wouldn't of said it was at that point, em,
following the visit from the US Attorney....

You mean the Aftorney from the United States as
opposed to someone of the title that yYou were
deseribing. - .

Yes, indeed, in private practise in fhe States,
yes. It became obvious to me that Mr. kaphéﬁé%t

was about to enter into one of his fights with the
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Antigua Government, I had indicated that they
shouldn't involve ‘the bank because the
Government's accounts with the bank were entirely
satisfactory. Sometime in Februyary, Rappaport
sent two people from Geneva to make ;; inéernal

inspection. One of those pecople told me guite

openly when he came that he was designated as my

successor. At that point I knew that my time was

limited..
MR What year was this?
1
PH This was the beginning of '87.
HK And at that point dig you tell Mr. Fitzgerald

anything, because of what you had learned?
PH E¥, as soon as I appreciated that this man had
vbeen sent to replace.me, . I warned—certain of ny
customers that Mr. Rappaport was going to replace
me, that it was inevitable, that T perscnally had
no confidence or trust in Mr. Rappaport, and that
although it was not for me to tell them what to
do, I advised that they cofisidered their
continuing relationship with the bank, in view of

the activities that Mr. Rappaport was embarked

upon.

MK And A4 M- T
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respect to em the advice you gay& bhim or if mot
. the advice, but the conversation you had
concerning this? )

PH I think between, lets say tﬂe middle or end of
February, lets say towards the end ogﬁMay, during
that period we will have had several conversations.

MX This is what'year?

PH "87.

! MK QK
! PH And Mr. Fitzgerald chose to do nothing about the
situgtion, which indeed was his entitleme‘n“t‘~

MK When did you terminate your relationship with the

de three banks?
PH I was suspended from dhty well, em, in terms of my
signing power and ability to do things I think
~ e ~from around the ‘end of February. éﬁf;ﬁ; the time
that the two iﬁternal inspectors were there, en,
but my formal dishissa’l from the bank was probably
around towards the middle or end of June, I can't
be specific because I haven't got my files with me.

MK Now when you were, after you left the bank orx

perhaps Just before you left the baﬂk, did you

take any action with respect to the three

Corporations that owned the shares in the Guardian



3903

PForson
Speaking

Dislogue

MK

PH

MR

FH

MK

. Bank, or the Guardian Bank itself?

Well yes, em at sone poink, I will havs advised
Mr. Fitzgerald that I was definitely not geing to
be withkthe bank any longer;’that I was at war
wiéh Mr. Rappaport, and thét Eherefﬁge I shoulgd
Tesign from the Guardian Bank, as indeed should my
Manger, and éhat he should appoint new officers to
run the bank because it would not be fair to him
to have me as an officer in-charge of the Bank,
when 1 was al war with ny employer and scfn to he
not able to assist him in banking terms any
longer.

And did you in fact carry out that transfer?

Yes indeed. both Mr. Abbot and myself and T think

Belgrove Gregoery who is ancther officer at the

_.bank,.-we -all-three reSignéd at the same time.

Would you remember roughly what time that was?

It would have been some time in May or at ths
beginning of June, I'm afraid I doa't have ahy
recollection of the date. -

What year?

Oh, 87

And, OFK what bappened to the various shares in thé

three rugby club Corporations at that time?
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PH I have seen égain an Affidavit/made by Mr.
Fitzgerald in the course of Antigua proceedings
concerning Guardian Bank, whic¢h indicate that T
think on the 9th June he came into the bank
premises with my successor, emn, d{;ectdr and
manager of Guardian Bank who was an Antiguan
Attorney, Mr. Fuller, and they requested that the
bearer shares for the three sharecholder companies
in the bank be handed to them and that this was
done.. In thevpresence of Mr. Abbot alsoc.

MK OR, were you one of the people that haﬁéed over

- the shares?

PH ) I imagine I probably physically handed them owver
myself, yes.

MK,, Just to clarify a couple of things, the Affidavit
you're referring to I have a three page document
that I would like to show you, each, the top of it
has a telefax imprinting showing its been sent by
a telecopier, numbered pages 2, 3 and 4 on the
telecopier imprint, and the headifig is Antigua and
Barbuda in the High Court of Justice Civil Sujite
No. 123/89 between the Guardian Bank Ltd and Swiss

American National Bank of Antigua. Could you just

look at that three namo Ancwmant  ~ma3 o <s
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ihe investigation was to jouk ay the accosnts centroliad
Ly AlT where HBERRINGTOR, then General Mapagir of the
sysh was the sole signatory on bank accounts of these
cosganics at SAB during the pericd 1¥83 ~ 1487, bLuring,
Uise samc month THOMSON and

€. peter MITCHELL
Accountant
Coopers and Lybrand
pesnuda

ted Astiges and examined the trapsictions
of Gusrdion Ramk. A numiex
jncluded:

Socoments  for companinio g
ENHEFTFITN

1} HERRINGFOR was the sole signatary of tha auedubvs
pa bad [reedom to aove (pads 3t will.

{ct BERRINGTOW  had  made  some syrange  bank ent ries
indicated accoupt Cskimmipg' at ihe very
e 31sp  eperatéd persunsi  and  compEny
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3.

ter The source of many deposits was unknown as  was
the ownership of the companies/accounts  being
ged by AIT.

wan

;) &5 many loans were also arranged by HERRINGTON
this is probably another way be has defrauded
the company.

o, The companies primarily of interest because they
were controlled exclusively by HERRINGTON are:
Rosebud Investments Ltd... .-« e
Jones Enterprizes
Chelsea Ltd,
White Rose Investments Ltd.
J and B Investments Inc.
Guardian Bank Ltd.
. Leonora Investments Iac,
Nelson Holdings Trd. * ¥
Bandel Investments Lrd.

10. A more derailed look at the transactices will
follow later in the report.

1. fThe investigation &id of course reveal the source
¢f some funds and names and addresses or telephone numbers
of HERRINGTON's contacts. The directors noted that
a deposit totalling $250,000 was received frow Natimpal
Commgrcial Forelgn Exchanges Corporation of Canada which
iny learnt to be a suspect bank named in the ‘Pizza
Cennection' drug case wheére money was laundered through
Bermuda. They also saw that one:

7. Susan Jay REINBERG
Susan Jay HEINBERGS

had transferred $2352,151 from the Bank of Bermuda, Peter
HERRINGTON  had transferred $454,430 from the Pank of
Permuda and they eventually tracked & S5 million deposit
on a route which took it from the Cayman Islands through
the Hank of Bermuda to Swiss American.

17. .The directors attempled to trace some of the people
and also called iclephome numbers which had 'been used
in 1906 by HERRINGTON on his private linz at the bank.
f2n extensive listing is being made aveilable). They
fuund that some of the numbers were call boxes in the
Toston aréa whilst others were in bars oF unsavery parts
cf the city. At some stage

8. Paul FIELD
Safeguard Security Ltd.
Hamilton * -

was hircd to assist. Mis contacts in the Uniteld Xrates
establishod that the pembers called weare 2t levaisens
considered to be very lrish with strong IiA lim

was also learnt that Suzanne J. RECINBERG(S) was

Rikely

G. Suzanne Jay MURRAY (Nee SHAFER}
Born 26.12.51
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"¢ hBena shores

Lelgrade .
Haine

Previously resided at

51 Allston Street

Charlestown

Baine

and

109 Nokomis Road

Hinghan

Mass., USA

{REINBERG/MURRAY may also be

Eileen DILLON #4 of this report). -

MURRAY is the wife of
10. Joseph Paul MURRAY Jr.
Born 18.03.46
¥ewspaper Compositor
51 Alleston Street

Charlestown R -
Maine
33. MURRAY "is presently serving 10 years for his-part

in organising the sale of arms to the IRA in September
1964 when an American registered trawler, "Valhalla",
crossed the Atlantic and transferred weapons to an Irish

ship that was later detained by Security Forces. The
"Valballa® returned ‘to Boston and was detained shortly
after arrival. MNURRAY and two other men

11. Robert ANDERSON

USC aged 49 years

12. William WINN
USC aycd 55 years

were convicted and jailed. Others arrested at the tinme
remain at large and include

13. Patrick NEE
USC aged 44 years

14. Michael NIGRO
USC aged 34 years

15. John McINTYRE
- USEC aged -36.years
Quincy, Mass.

Ji.  MCINTYRE Jdissppeared in ,November, 1984 and has
Lzen the subject of much speculation and press coverage
afler it was alleged that he had been killed hy tie

1nA. Both the PBritish and American govermments huwa
Luean accused of allowing him te be killed. )

5.  MURKAY and others also pleaded guilty to importing
about 30 tons of cannabis into the USA using a trawler
carrying the drug buried beneath gravel and stecl plates.
lle commenced his sentence in 1987 and could be released
in about two {2} months.
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TR ateur this Time the 3irectors alse. establisned
that  the SIUX,156  in the . S0COUNT  Of  REINDERGMURRMY
£ of Dermmda was originally held in am accownt
used by residents and certain other
ficegularities could nor be explained. ey did
Lp9d uwas thet HERRINGTON ewa8 working at the. Bank of
medd whon the account was  opened  and_when he  Went
TOTVREIYDE LhE mondy 1atsy went with Bim.  HE Eves par
TG fensTiy Toss To  TrsnsTer TREEOREY in . Oeecher.
189 They. alse established that the $454,000 depositad
Ly HERRINGTON at the Bank of Bermuda in October, 1988
was in cash. SAB used the Bank of Bermuda as a clearing
Lank  and this- rela A ave inliygnce
_ﬁwﬂﬁ.&% As will be seeh it Tow
Fetns 1ikely that the £as & from a safety deposit

box at the Bapk of Burterfield. .

17.° "Aftet” a number of ‘Weetifigs between the Hirectors
and accountants it’ was decided ton alert the Police.
there was upanimous agreement that the money was the

‘procesds of ecrime and a fear that when it became known

that the fupds would not be returned the IRA would take
ruvenge. The directors also believed that MURRAY was
storing the profits from his IRA gun rupning and possibly
other IRA funmds as well. SB/FSBI believe the funds to
Le proceeds of crime until other evidence surfaces.

RO AYT COMPANIES

HERRINGTON A

14, BERRINGTON lived dn Bermuda for five {5} years
and received three (3] promotions at the Sank of Bermuda.
#e has been described as having a #ifficulr character,
not easy to get along with and arrogant., but always
waintaining a professional manner. He had a keen intérest
in Rugby and played for Renegrades RFC whilst residing
on the island. .

5. HERRINGTON was recruited for his new 3job whilsp
the founder was visiting Bermuda and formur colleagues
surmise that he was thought to be the man who could
sort ovt the mess at SAB,

20, During his tenure: . .

The suspect depesits appear to have started with
the transfcy of the REINSERG monsy.

ii. He travelled on business and charged the expense
to moyre than one accouwnt, sometimes tTravelling
with female companions. -

i35, Hank slips wer€ written up as ‘cash’ and ‘deposit’
when money was being transferred from one account
o anothel wa disypise | desginatiun,
only records ean the
apgcountants identify whether true cash was handed
over and freguently it was not.

iv. HERRINGTON appears o have had total control of
the funds #nd manipulated the charges and fees
OR BCCUUntS.

V. Many of the loans are two companies ©/p AP and
no other details are available.

s
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transferred from Beimuda appear to have
weld'. until. he rerurned to-Antig s
“ppronriate book entries.

in the esrly part of 1987 ap attempt was made
t withlraw money from Guardian and HERRINGTON
to have alreudy formed a link with FULLER.
mid~ an agtempt §o buy SAB from RAPPAPORT
rm1llion and the directors surmise that
this wss in collusion with FULLER so that they
cruld buy a8 ‘shell' at a time when the founder
ismayed with events. RAPPAPORT reacted to
by dismissing HERRINGTON who has since
comnenced legal action for wrongful dismissal.

was  di

IERRINGTON was named in an Antiguan newspaper
as being of interest to the DEA because of the

reputation of SAB.

After his dismissal HERRINGTON was allowed to
return to the bank for six (6) weeks and during
this time was seen by other staff to remove boxes
of records.

HERRINGTON was detained in Geneva on 26th May,
1987 afrer a complaint of Damage to Property and
Disloyal Management. Local Police decided they
had no jurisdiction and he was releasad. This
appears to be KAPPAPORY reacting to events in
hutigua.

A brief summary of suspect and fraudulent actions

follows.

KOSYLOD TNV

This account was opened in September, 1985 and
was the subject of an earlier accounting report.
the next few weeks, $450,000 was deposited
this was followed by two chaques from
three (3} weeks

During
in cash and
the suspect bLank in Canada. . Hithin
©of bLuing opened the Susan REINBERG/MURRAY $252,151
was  transterrcd from Bermuda and the $450,000

cash  that  HERRINGYON had deposited in Dermuda °

also moved. On Novemcer 1lth, $2.5 wmillion which
was the proceeds of the 5 wmillion that had
travelled from Cayman to Bermuda to ratigua was
deposited.  HEKRINGTON made all of the dccisions
alone apart from the Canadian deposit.

The directors have since learnt that the $5 zillion
was transferred by _wire uvpon the instructions
of GUinneES Marn and Co., Londen from their bauk
in Caywan to Philadelphia to Manufacturers ll.sover,
Hew  York, Lo bermuda, to Cayman, Mot wnly. is
this path murky but subsequently  Guitos aon
s0ld their subsidiary in Cayman becauss of their
embarcassment at the  management. hegiecably
Cuinness Harn have chosen not to rovewl . th
were cumbarrassed or the source of the .

ENTERPRISES

This account was used as a ‘feeder’ account for
Rustbud, Jiandel and Chelsea.  large cash deposits
were wade  inte  the account and later diverted
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o others but as the ¢lients’ statements are missing
it ¥s not possible at this stage to say where the cash
originated.

©n st hpril, 1986 Jones received via the Bank of Bermuda
Internationsl Ixd., $00,000 from Recovery Services Led.,
2 Cayman corporstion. Again no process is available.

CUELSER LTD.

Chelses was opened whep the $50,000 mentioned above

was transferred from Jones on 3t@ April, 1986

and “the account was later used by HERRINGTON to
. _obtain US cash and East Ca¥ibbean dollars.

THe account was used extensively and most likely
for his own use and to provide funds Lo buy real
estate in Florida. He also ussd the account to
move sterling ffom his own pexsonal company account
in the name of ‘Helsen'.

This account was the recipient of the other $2.%
million of &be S5 millicn transfer from Cayman
by Guinness Marn. The significant transactions
accurred some. months after the tramnsfar and there
is reference to transactions being authorised
by telephone.

J_RND B TNVESTMENTS CORP.

This acrount was opened in June. 1385 with transfers
from White Rose and a deposit from Rosebudfwhite
Rose. 1t was used by HERRINGTOS to ebtain
substantiat  cash amounts. and in  November 1984,
511,909 was woved to Ireland Holdings to buy 2
house. Funds were also paid to S and 5 hdams
which may  represent  zental  payments  fox
accommodation used by

16. Jack FITZGERALD
USC aged about 30 yeaxs
15 Fairway Drive
McKee City vt
New Jersey
503 645 7517

_who has a_long history of beiny a ‘mwihder’ for
Joseph HURERY. FPITZCERALD Visitéd SRR SR 8TTAEions
. and is believed to have withdrawn money when be
was gambling at the casine in Antigua. He now
lives on a semi-permanent basis in Antigus and
according. to the FBI can always be Ffound wherx
HURKAY has his funds.

Guardian Bank lawyer/owner Johi FULLER is alse

claiming ownership of J and B Investments.

“This asccount e&lse illustretes thot substantial
amounts of cash vere being manipulyted by NELRIRGTON
on no kpown instructions and some of i ended
up in his own companies.
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CUARDY

{4 _BANK OF ANGUILLA .

fhis account was the recipient of all funds from
the initial deposits made to Rosebud and Whire
kose. —There were several withdrawals of cash
Ly MERRINGETON for which no slips are available.
However, the money eventually ended up in this
account and as has been stated earlier, Guardian
Lank is supposedly owned by three (3} bearer
Companies,  Saracens, Hoylake and * Harleguins.
Vhocver owns the bearer share certificates, as
FULLER claims he does, has access to $7 milliom.
Assistant Manager of SAB

17. MacDonald ABBOTT
Antiguan National

has been interviewed by the directors and stated
that he thought Guardian was established to hide
the profits skimmed from casino operations.

He thought Jack FITZGERALD had a controlling
interest and also thought. that HERRINGTON maintained
a second set of books on behalf of the Company.
ABBOTT has been described as a person who would
turn a2 blind eye to tax evasion but appears—to
have no knowledge of drug involvement.

INHDEL  INVESTMENTS LTD.

LEONORA INV

This account was opened in January, 1986 and $92,000
transferred from Jones Enterprises.  The money
rewains on deposit.

IMENTS LTD.

This account was opened in May, 1986 and appears
to have been used to buy an unidentified house
in Florida.

HELSON BOLDINGS LTD.

This account was opened in January, 1986 by
HERRINGTON to be his own personal compary. Once
again HERRINGTON used this account to transfer
money between different companies and hide troe
destinations. Some money appears to hai. been
transferred from the Bank of Dermuda to the account.

It should be noted that “Ireland “was his first
wvife's maiden name and Leonora is a christian
pame of his present wife. The dircctors have
been told that the other names refcr to names
vsed in Ireland for matters of secrecy and possibly
have 1RA connotations,

A number of other cumpanies have yet to be
investigated Ly the accoumtant but to f{.-ilitate
this muny of the bank records for the ye.:s unduc
review have bewn flown to Bermuda for acvess and

security.
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On ‘Thursday 14th October, 1389%9:

15. Donald LINES
General Mafager
Bank of Bermuda

agreed to meet with MNr. Larry NEAVES from the
FBI and DCI  SMITH together with Mrs. WILSON. It
had .initially been indicated that the $450,000
deposited by HERRINGTON had been cash which he
was carrying on his person whilst on his way to

Geneva. The bank only agreed to accept same as
they knew HERRINGTON and SAB used them as a clearing
house. However, LINES indicated that upon

reflection his staff thought that HERRINGTON--was
accompanied by two other men and the money had
been brought from a safety deposit box at the
Dank of Butterfield. He also produced a copy bank
draft for $3000 payable to:

19. Dr. Bernmard MITTER
Florida.

This man may be associated with a health clinic
telephoned a nomber of times by HERRINGTON. —

Mr. LINES admitted that the first account opened
by REINBERG/MURRMY was one for US dollars normally
used by residents of Bermuda. He could not explain
either why a second account had no mailing or
home address.

on Friday 13th October, DCI SMITH visited the
Ban% of Butter{ield and met with:

20. Mansfield BROCK
Manager
Bank of Butterfield

21. Peter Rogers
Bank Lawyer
Bank of Butterfield

22. John GRAHAM
Head of Security
Bank of Butterfield

to discuss the rental of safety deposit Dboxes

and other related matters, The. bank .officers .

" that they could not release any information
without production of a Search Warrant although
they were sympathetic to the request. Mr. ROGERS
indicated that the bank had been named in the
"Pizza Conmnection” trial for accepting money in
suitcases and they had no wish to be named again.
Furthermore the involvement of the IRA could perhaps
lead to reprisals if account matters were released
and the bank bad a responsibility to their cmployees
to provide sofv working conditions.

lle did, however, revea) that on enquiry had been
made previously by telephone from the United States
about certain drafts obtained by MURRAY in June
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“IET and TAugust, 1983. He thought the person

making the enguiry was:

23. Mr. DUBODIS
US Treasury Department
.

ROGERS told DUBOIS that such mateers would have
fo ke dealt with on an official level . through
Brirish representatives in the  ©us. According
to ROCERS he  conducted an enquiry at the time
and the banking officers were satisfied that Cthe
cash deposits were from a legitimate customer.
He refused to acknowledge the ‘'cat was out of
the bag' and Mr. BROCK said a warfant must be
produced. .

It is suspected that the FPBI did not follow up
on  their earlier enquiry bezause the Bank - of
Butterfield made it clear no cooperation would
be fortheoming.

It was alse established that REINBERG/MURRAY hag
deposited momey at the Bank of Beravda on the
following dates’ .

Tth August, 1983 —
Bth November, 1583

14th November, 1983

10th Janvary, 1983

3vd July, 1383

21st Augast, 1983

Enquiries are still continuing.

PN
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MASSACHUSETTS

UNITED STATES OF AMERICA,

C

o1 2811

el
C.A. N

Plaintiff,

L
V.

)

}

1

J

}

)

}
SWISS AMERICAN BANX, LTD.. } COMPLRINT FOR DARMAGES

SWISS AMERICAN NATIONAL BANK, )

SWISS AMERIGAN HOLDING }

COMPANY S.A. OF PANAMA, AND |

INTER-MARITIME BANK, GENEVA, )

‘ 3

!

)

Defendants.

W

CoOMPLAINT

AR YAR

Plaintiff, the United States of America, by and thrcggp its
undersigned attorneys, for its Complaint for damages, alleg‘és,"i‘
upon information and belief, as follows:

BARTIES

1. Plaintiff the United States of America is the sovereign.

2. Defendants Swiss American Bank Limited and Swiss
American National Bank are foreign corporations with their
principal place of business in St. Johns, Antigua, West Indies.

3. Defendants Swiss American Holding Company S.A. of Panama
and Inter-Maritime Bank, Geneva are foreign corporations with
their respective principal places of business in Panama and
Geneva, Switzerland.

4. At all material times, defendants Swiss American Bank

Limited and Swiss American National Bank were controlled by
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and/or are the alter egos of defendants Swiss American Holding
Company S.A. of Panama and Inter-Maritime Bank, Geneva.

JURISDICTION AND VENUE

S. The Court has subject matter jurisdiction over this case
pursuant to Title 28 United States Code ("U.S.C."), Section 1345

because this case is a civil action commenced by the United

States.

6.  Venue 1is proper before this Court pursuant to Title 28

U.S.C. Sections 1391(b) (2)&(3).

STATEMENT OF FACTS

7. This action is commenced by the United States of America

(“United States”), under applicable law, including federal common

law, to recover debts owed the United States wrongfully and

intentionally converted by defendants Swiss American Bank, Ltd.,

Swiss American National Bank, Swiss American Holding Company S.A.

of Panama, and Inter-Maritime Bank, Geneva {hereinafter,

collectively referred to as "SAB") in contravention of this

Court’s May 4, 1994, Final Order of Forfeiture in United States

v. Fitzgerald, United States District Court for the District of

Massachusetts Criminal Action No. 93-10149-Z2.

3. Brothers Joseph and Michael Murray, along with other

family members and assoclates, established one of the largest

marijuana smuggling rings in the New Englend region of the United
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States during the 1980s, smuggling over 200 tons of marijuana
into the United States between 1979 and 1986.

9. Joseph Murray was primarily responsible for the
smuggling aspects of the drug organization, while Michael Murray
oversaw financial matters.

10. Michael Murray was assisted in the financial aspects of
the Murray brothers' drug organization by John E. Fitzgerald
(“Fitzge;ald”), a United States citizen.

11. Fitzgerald served as the principal money launderer for
the Murray brothers' drug organization.

12. SAB owned and operated Antiguan banks that accepted
deposits from customers residing in the United States.

13. Between 1985 and 1987, in excess of seven million U.S.
dollars of proceeds from the illegal drug activity of the Murray
brothers' drug organization was deposited in accounts at SAB’'s
Antiguan branches. Those accounts (collectively referred to
hereafter as the “Fitzgerald accounts”) were controlled by
Fitzgerald for the Murray brothers® drug organization.

14. The deposit of funds into the Fitzgerald accounts
created a debt owed by SAB to the depositor, which debt was a
property interest of the depositor that SAB had no lawful right
to extinguish, without the consent of the depositor, except by
paying the sum evidenced by the balance in the account.

15. On or about January 13, 1994, following an eighteen-day
jury trial held in the United States District Court for the

-3-
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District of Massachusetts, Michael Murray was convicted of
conspiracy to possess with intent to distribute a controlled
substance (in violation of Title 21 U.S.C. Section 846} and
several substantive violations of possession with intent to
distribute a controlled substance (in violation of Title 21
U.S.C. Section 841).

16. On or about April 25, 1994, Michael Murray was
sentenced to thirty years imprisconment and fined $10 million for
his conviction on these charges.

17. During the course of the prosecution, Michael Murray
admitted that the funds on deposit at SAB in the Fitzgerald

accounts were the proceeds of his narcotics trafficking and that

Fitzgerald had been responsible for seeing that the funds were
deposited at SAB.

18. The Fitzgerald accounts were held in the names of a
series of foreign shell corporations (identified in paragraphs 24
through 27) that had been established by Fitzgerald on the advice
and -under the supervision of Peter F. Herrington (“Herrington”).

19. Herrington, at all material times, was the General
Manager and/or lawful emplcyee of SAB.

20. While employed at SAB, at all material times,
Herrington was also the General Manager and lawful employee of
Antiguan Interﬁational Trust, Limited (“ARIT”), a company wholly
owned and controlled by defendants Swiss American Holding Company
S.A. of Panama and Inter-Maritime Bank, Geneva.

—4-
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21. AIT was authorized to register companies under the
Antiguan International Business Corporations Act and provided
corporate and trust services to the purchasers and shareholders
of companies incorporated by AIT for the benefit of those third
parties.

22. Herrington was aware of Fitzgerald's need to move large
sums of money from the Murray brothers' drug organization in
Massachusetts to bank accounts outside the United States.
Herrington also knew of the need to disguise and conceal the
ownership, location, source, and nature of these monies.

23. Herrington advised Fitzgerald to establish a series of
offshore companies whose bank accounts at SAB would be used to
move monies from Massachusetts to these accounts in order to
disguise and conceal the ownership, location, source, and nature
of these monies.

24. Between September and November 1985, Herrington and
Fitzgerald, through AIT, supervised the incorporation of three
Antiguan business entities: Rosebud Investments Ltd.
("Rosebud”), White Rose Investments Ltd. ("White Rose”), and
Handel Investments, Ltd. (“Handel”).

25. ©On or about May 1986, Herrington, through AIT,
supervised the incorporation of three Antiguan business entities,
named Harlequins Ltd., Hoylake Ltd., and Saracens Ltd. (“HHS"),

to serve as holding companies for an Anguillan (another Carribean
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island) business entity named Guardian Bank Limited {“Guardian

Bank”}) .

26. On or about June 1986, Herrington and Fitzgerald,

through AIT, supervised the incorporation of Guardian Bank, of

which the controlling shares were issued to HHS.

27. 0On or about June 1986, Herrington and Fitzgerald,

through AIT, alsc supervised the incorporation of an additional

Antiguan business entity named J&B Investments Corporation

(“J&B”) .

28. Immediately after the incorporation of Rosebud, White
Rose, Handel, J & B, and HHS, AIT, through Herrington, issued

bearer shares for each individual company.

29. Tnitially, all bearer shares for Rosebud, White Rose,

Handel, J & B, and HHS were held in trust by AIT through

Herrington.

30. Herrington, in his capacity as General Manager of AIT,

on the instructions of the true beneficial owners of Rosebud,

White Rose, Handel, J & B, and HHS, lawfully transferred all

bearer shares for Rosebud, White Rose, Handel, J & B, and HHS to

Fitzgerald.

31. At all material times, Fitzgerald and/or Michael Murray

held and were the rightful owners of all the lawfully issued

bearer shares for Rosebud, White Rose, Handel, J & B, and HHS.
32. Between September of 1985 and June of 1987, Herrington

opened accounts at SAB and purchased certificates of deposit from

—6—
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SAB in the names of Rosebud, White Rese, Handel, J & B, and

Guardian Bank. Those certificates of deposit constitured sonme,

or all, of the Fitzgerald accounts, as defined in Paragraph 13

hereof.
33. Herrington was a signatory for the Fitzgerald accounts.
34. Herrington engaged in a series of transactions to move

accounts. These

o3

funds between and among the various Fitzgeral

transactions were designed to disguise and conce the ownership,

location, source, and nature of these monies.
35. On several occasions, Herrington praparszd withdrawal
vouchers for "cash" from certain Fitzgerald accounts, but

actually used the "cash" notation to facilitate the transier

between and among Fitzgerald accounts without reccrds
ultimate destination of the transfer.

36. The transfers by Herrington using the “"cash” notaticn
were designed to avoid detection and tracing of the movement of

funds from and among the Fitzgerald accounts, and to further

disguise and concesl the ownership, location, source, and nature

of these monies.

A

37. On or about August 17, 1393, in Criminal! Acticn Number

93-1014%~2Z, in the United States District Court for the District
of Massachusetts, Fitzgerald pleaded guilty to conspiring to
viclate the RICO statute, Title 18 U.S.C. Section 1962(d)}, and
attempting to engage in meney . laundering, in
18 U.5.C. Section 1837, and agreed to forfeit the

=
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accounts to the United States, pursuant fo the RICO forfeiture

statute, Title 18 U.5.C. Section 1963.

38. On or about November 9, 1933, pursuant to Fitzgerald's

guilty plea, the Court, in Criminal Action Number 93-10149-Z,

entered a preliminary Order of Forfeiture against Fitzgerald,

forfeiting to the United States:

the property described in the forfeiture allegations of
Count One, namely, funds which were deposited into the
Swiss Bmerican Bank, Ltd., and the Swiss American
Natiornal Bank in St. Johns, Antigua cduring the time
period September 1985 through June 23, 1987, plus any
interest which has accrued since that time, Iinto any
accounts {including, without limitation, certificates
of deposit thereon) held in the name of Rosebud
Investments, Ltd., White Rose Investments, Ltd., Handel
Investments, Ltd., J & B Investments Corp., and
Guardian Bank, Ltd. These funds have besen identified
as interests which the defendant acguired or maintained
in violation of 18 U.S.C. § 1362 or constituted
property which was derivad from, ox proceeds whic
defendant obtained from, directly and indirectly,
pattern of racketeering alleged in thes Indictment.

39. The effect of the Order of Forfeiture was to transfer

itzgerald’s interest in the Fitzgerald acccounts — i.e. his

]

right to be paid the sum of money evidenced by the balances in

all of those accounts — to the United States, so that the debt

SAB had previously owed to Fitzgerald was owed to the United

States.

40. Notice of the District Court’s November 2, 1993, Order

of Forfeiture was published fcor three consecutive weeks in a

newspaper of general circulation in Antigua in February and March
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1989~12-04 ~23148 ) INTER.MARITIME SERVICES 822 738 63 27 P4t

ANTICUA AND BARBUDA
e IN THE HIGH COURT OF JUSTICE

(CIVIL)

%U’I‘I O« 123 of 1939

B GUARDITIN BANX LIMITED

Plaintiff
wand-

SWISS AMCRICAN HATIONAL BANK OF AMTIGUA

Defeandant

AFTIDAVIT
© I, MAEC STURZENEGGER , of 12 Grand’ Rua, Geneva, Switzerland make oath and say

ag follows:

i, I .am & selicitor of the Supreme Court of Xew South H;les. and 1 am, and
have been, employed in the legal department of International Haritime
Services Cowpany Limited of Geneva Switzarland since December 1983. I have
essisted the Defendant in relation to various matvers eince that date. I
make this affidavit to the best of my know.ledqc, information and belief
heing derived fromw Jdocumants and information supplicd to me from time to
time in connection with this matter in particular by the dirsctors of the
pafandant and of Antiguae Internanional Trust Limited, I have also been
provided with information by Mz, Peter Hirchell of Coopers & Lybrand,

N . vhich i3 a6 international firm of zcco\:\ntants. ¥r. Hivehell is a partnes
in the fine based in Bermuda who has carried eut &n investigation inte the

sffairs of the Dafencznt, and Trensactions concerning Hr. Herrington.
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“three Antiguan sharsholding companiss, A copy of the minutes is &t Bxhibit

*JG 12° to the supplemsntal affidavit of Mr. Greaves sworn herein. An

18,

srnual  recurn was  made on 28 July 1987, az copy of which iz exhibited as
“JG 18" to the original affidavit of Hr. Greaves sworn herein. I believe

that ¥r. Tuller did not becoms & director of Guardian Bank Limited.

In this affidaviz I have endeavoured to address certain of the legsl issuves
whach arife on the present application. However, it 1f appropriszts thar I

should faferm xhis Honouzable Court of certain of the backgreund to the

| present case. HMr. Herzington ceazed to be Gensral Munsger of AT in Hsy

1987 folleowing <the discovery of variour substantisl {rregularities wuhich
had come to light in reletion to his conduct as General Hanager and &
direstor of the Defendant, Swiss American Bank Ltd. and AIT. Further

inqﬁirie:‘ have revealed {inter alia} that:~

{1} Hr. Herriugron nada 2 large nueder of cash withdrawals in  particular
from  acocunts &% Swiss American Bank Ltd.  without any spparent

suthority vo do.

{2} Hr. Herrington msde transfers from time to time in the books of
acvount of the Bapks to  companiex owned or contiolled by him Erom
other acoounts malntained at the Banks, without any apparsnt authogrity

t &0 50,

{3) Hrx. Hervington falled to zccount to ALY for directors’ fers arising

from companies incorporatesd by ATT. He keapt the fres for himself.
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¥r. Werringten Dsde unauthoriged loans te companiss  owned  er

" controlled by himself, thus benefiting himself at the expease of his

ér:ployers.

Hr. Rerrington was instrusental in causing loans to be made which vera
not pmée:\t‘ or proper as ordinary banking transactions and which
exposed the Bankg to substantial lossss on loans which ought never o
hawe been made and for which there was totally inadequats security,

Hr. Herrington appsrently tTock 2 saerac commissisn sn 2 Yoan

autharised by him.

"lll'. The Defendant has had an investigntion carried out by the 1ntesmatisnal

firm of accourtants and auditors, Coopefs & Lybrand. I have been informed

by Mr. Peter Hitchell, the audit partner of that firm responsible for the

" investigazion that he identified a numbsr of rransactions in which funds

weye transferxsd by Hr. Herrington from the account of third party clients,

‘namely individuals or companies not owned ox controlled by Fr. Harrington,

‘ot the tee banks Lo compenies 1n  which Hr. Herrington was parsonally

interested. The instances identified ave as follows:

at

6 3 April 1982, Hr. Hercington ctransferved USSG3,000.08 trow the

aceount of Jonee Dnaterprises to that of Chelesa Limited, a company

owned by Mr. Herrinyton. The debit rotice Lasued to Jonss Dntarprises
and the cragit notice isaued 4r,o Chelsea Limited are both made out to
caph, although &L is lisved by Hr. Mitchell that cash wez not
dishursed or received for the transzction. Me, Mitchell has pointed

ut that by documanting the transaction in thig way, the reciplent of
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(4} Mr. Kerringten =msde unauthorised loans te companies  owned  or
“ contrelled Ly himself, thus benefiting himsalf 2¢ the expenss of nis

. Enployers .

o {8] Hr. Herrington was instromental in causing loans to be made which wers
not prudent or proper as orslinary banking transactions and which
exposed the Banks to substantial losses on loans which ouuhT naver to
have been made and for uhich there was totally Iinadequate security.

{6} Hr. Herrington apparently Took & secret commissisn on & loan

authorised by hix.

it "thé Defendant has had an investigation carried out by the intermaticnal

firm of accountants and auditors, Coopez"s & Lybrand. I have heen informed
.Dy Mr. Peter Mitchell, the audit partpber of that firm responsible for the
m;lestiqa:;un that he ddentifisd a number of transactiony in which funds
* . were transferred &y Mr. Herrington from the account of third party clients,
Tnanely individuals or coppanies not owned or controlled by Mr. Rerrington,
off the two banks w0 companies 17 which Hr, Herrington was personally

interasted.  The jratances {dentifiad ave as follows:

‘_‘m on 3 April 1986, Hr. Hercington transforrved USSGO,000.90 Lrom the
account of Jenep Enterprises tg thav of Cheleea Limited, & company
owned by Hr, Herrinyton. The denlt notice issued to Jones Interprizes
and the credit notice izsued Vr,o Chelsea Limited ore hoth msds out 1o
cagh, although Ly is Delisved by Mr. Hitchell That cssh waz not
dishursed or receivsd for the transaction. Mr, Hitchell has pointed

out. that by decumenting the transaction in this way, the vecipient of
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rhe funds cannat De adentified except after a detailed weviow of all

" transserions carried out on the daté of the debit.

(el

Hr. Hitchell belfaves that  US5iQ,002.00 was wransferzed by
Hr., Hercingten from the account of Whiterose Investments Limited to
that. 0f Lecnoru Investwents Limited. Leonora Iavestments Limitsd was

a nompany  used  te fund and  transact  personal husiness of

W
3

sarrington, and fros ite accounts, & number of transiers were nade
] accczmv‘,S of other cowmpanies o¢f HMr. Herrisgton.The aceount of
Hiitergas l'.\{'e:Lm—,nw limited uas dcbiwd for thig amount  on 13 Hay
1986 and the aéccunt. of Leowera Investments Limited was credited with
the same amount on 14 Hay 1986, The respective debit and rcredit

advices were both made but ta “cash™ and both bear the sole signature

of Mr. Herrington. '

Or 17 Rovember 1986, Hr. Hec¢rington transferred US$11,909.62 from the
acedunt 2f 7 & B Investnents Corporation to the account of Ireland
Haldings Limited, & company controlled by him.,  Ireland Holdings
Limited wag the company through which he purchased his residencs au
mem; snd which obrained a finance facility of USS180,w38.08 for
that purpose. The loan vas secursd by & mortgage from the company,

Feollowing Hy. Herringion's  departupre from Antigua, the comvany
dafaulted on the loan and summary judgemsnt has been envaersd in favour
of the nreorigages. e proceeds of sale of the property  are

ingutficient to patinty the outstanding debt. There iz nothing in the

records of $AB  tdentifying the nature of the payment made by

HMr. Hercingten fror J & 8 Investments Corporation te Ireland Holdings

Limited or disclosing the transaction fo the Board of Dirscters of

SRE.
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‘.12',’ A series of 20 canb uithGrsualg wers aade by Ur. Jlerrington over the period
from Juns 1586 tu June 1987 from acgounts of J & B Invesunents
: ,Cc::p:::ation‘ The tc;mli su drewn  aaounts o USS143,533.18. The debit

A advices 1ssued o the company, which served as  withdrawal instructions,
Auere mede out in manuceript by Hr. Hsrringosn and wers gigned by him. Tha
stampx and markings appearing on thez dehit advices show the psyment of
caxh. No documentat.on war located disclosing the disposition of these

cach dravings,

N >13. The docuwsentation 17Arpor\::.ng to evidence a deposit with the Defendants by
Guardian Bank Limited originated from H:; Herrington uhii:t he was the
General Manager of the Defendant.. Ir fact Gﬁardian Bank Limived has not
itself deposited money with the Dafendant., It was snly formed as & compapy
'én 4 June 1S86. Zach pf its shareholders were themselves inzolporuted on
;32- Hay 1986, In the period up il 26 Hay 1987, ¥r. Harrington was both
‘the sole dirvectzr of Guardian Bank Lisited and the General Mansger of the
Defandants. The Defandant Coes not accept that any sumg are oved by it to
Guardian Bank Limited. The Statvement of Claim doss not aseek to explain on
what  grounds it {a  said that the Defendant 15 indebted to Guardian Bank
Lizited., It simply refers o account numbers on  documentation whic){
crizinates from Hr. Heprrington w«hen he was alzo the =ole dirsctor of
Guardian Bank Linited, which he himself had. been fngtrumental in
. drcerperating. Decpits persistent inquiries npade by the Defendant's
suditors and otherg acting for the Defsndant, Hr. Hérrington has refused to

reveai  the Lde;\tity of any third party from vhom funds have besn recejved

h\" the Daofendant, which are said by Hr, Herriaguon to have gqiven rize to

indahtedness to Guardian Bank Limited.

D BAAZUOMA
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THE WEST INDILE OIL COMPANY. LIRITED

A A S TR
Sruce Xappaputt/lrith Rady rare 28th Augurc 1987
¢
. . i :
Roger 3. Frysr QQQ iy q JLiuss mfy Loan Kaiances L 'a;xu:s

; American Bank

Furthes to my telex of today's dare, [ attsch sn updated Summary of Losns
Sutstandiag from the raport prapared by Fannell, Xarr Forstar dated
15rn May 1987, -

The details of security snd curvant status will by forvarded ta you shatily.
1 underwiand that Tony Baross has sent you neparats advice .o & number af

the accounts tosay.

Since Tosy will be on vacstion for the period st to 15¢h Septemder,
I Rase requeut:d By telsx fogmal approval of the Board tu continue to
pike 2dvancex 1o cover &aly SUTPCNT Operating COKLZ on the scoountx.
| will suaply you wich deteils 43 socn as possidle. Please coniirs

such approval Lo me.

Best regardw.

Roger §. Fryer

ct:  Anthony F. Barnas

RS¥ipw

Atpachment

BNYSEN05439
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POKTFOLIO

The tollovwing lodns were reported {n the

"Anthony Baraes keport'

Covernsent of Antigus and larbuda

Antigus Sugar Industry Corperstion

Ancigua Mublic Utilities Authority

Edvard Mellanson

Barbuda Shutters Limited/Antigus Aggragates Ltd

a)  Trans Caribbean lodustries/Canam (Anu} Ltd
b)  Spectrum Industries
c) F.Y.M. Unlimiced

Leevard Motors Liafted
“indward Resort Limited

Galleon Beach Club Limited

. Tradewinds Hotel and Aprartments

. Roydun Limited/

Ancigus Packing snd Trading Corporation Limited

Cougar Development Limited

Ireland Holding Limited - Petar Rerrrington's House

. Jaffrey Harley

3ig Banana Molding/Pizzas in Faradise limited

. Antigua Amusements Limited/Adonis

Cartbdean Farms Limited

. Raryna

As ac

2Q0u g Jut.y;:! 2.8.87

uss uss

1,734,056 1,703,452

155,132 382,286
166,796 218,712
171,989 147,480
75,176 814,820

1,788,803 2,022,323
27,170 1,136,650
257,000 262,727

1,459,799 1,005,683

224,32 335,178
323,737 335,431
2,317 18,140

2,132,451 3,306,48¢

608,225 789,350

158,022 160,85

226,804 277,988
166,867 162,750
218,972 255,461
79.470 41,050

204,481 1,196,773

11,518,994 15,832,203

BNYSENO05440
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Senate Permanent Subcommittee
On Investigations

EXHIBIT # 6le

Exhibit 61e.

Gherman fraud documents
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04628220 .
CLIENES OF +***GHERMAN®*%% PILE SUIT FOR FUNDS IN ****CARTREEAN®+++ RANK

MEsml HERALD (MH] ~ TUE oCT 1@ 1583

By: CHARISSE L. GRANT Herald Staff Writer

Edition: FINAL Section: FRONT Page: 1A

Word Count: 776 .

TEXT:

A group of  South Flerida doctors whe lost millions when financier Henry
#étcherman*®*+*  wvanished has filed suit in Antigua to recover funds they
believe ****Gherman**** stashed in a Swiss bank on the ***“Caribbean***+*
island, accerding to court documents filed there.

In Miami, the court-appointed receiver for ****Chermantr+rtg companies said
taken legal action in twe foreign countries to recover some of the

he has
. §25 million that disappeared with the Noxth Dade financial adviser inm
August. ) .

The receivex, James Feltman, would not say which countries or whether
Antigua was one of them, nor weuld he say how much money might be invelved.
"I have no knowledge of any specific amounts in accoints, " Feltman

said.

Two  days after the U.$. Attorney's Office in Miami issued a warrant
fox ***“Gherman**** s arrest, the doctors Filed suit ir the High Couxt of
Justice of tiguz and Barbuda, which together make Up the island country
in the ****Caribbaan**** Sea. )

On Aug. 31, the court ordered the Swiss Awerican Bank in Antigua to
freeze any aceounts it holds under ****Gherman****'g pame or authority.

A private investigator’s information that ****Chermans+*+* fregquented
Antigua and that he had plsced telephane calls ta the bank shortly before
he fled led to the "strong suspicion he had money there,” said Sydney
Christian, the attorney representing the doctors in Antigua.

Christian said his inguiries with the immigration department and
pelice reveal that ****Gherman**** was iR Anrigua twe wesks before he
vanished from  Miami. An affidavit  prepared for the suilt  zays
*ereGherman***+ also visited the island after he fled.

Christian said that, becauss of secrecy laws, he has no ';:ay of knewing
details about any accounts. The bank by law is prohibited from disclosing
informatien about accounts, lncluding whether mn individual has any.

"We  are wiiling to do anything we c¢an, 4if we can do it without
breaking the law, " sajd Caldwell Shephard, an aZtormey for the Swiss
American Bank in Antigua. "If we do have any documents, and that iz not To .
say we do, we are prohibited by law from disclesing them."

Christian said, "In the event the bank had any such accounts, they
were to be  freozep uuntil the disposition of the case. The difficulty, of
Gourse, has been the gquesticon of serving Mr. ****Gherman****. "

on  Friday, the court approved a request To serve the suil and summens
to  appear to the fugitive through his last known address and through South
Flerida newspapers, Christian said.

*rEFchexman®¥**  disappeared from Miami, om Aug. 8 along with the
milliens he had been entrusted to invesh for clients, including cozens of
prominent Miami Beach dectors.

Twelve «f the physicians have a suit pending in Dade Cirecuit Ceurt,
which freze local assets that helong te ****CGhermman**** and his conpanies.
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of those dozen doctors, surgeons Jack Greenbery and William Yahr,
as plaintiffs in the foreign suit that seeks to recover some of
investments and pension funds ****Cherman*~+**

Two
are bamed
the $2-9 nmillion in personal

allegedly stole from their professional asscciation.

The attemmeys for the doctors in Miami refused to comment.

*While there is litigation Lo chase the assets, it is not in the best
interest of our cliepts to comment, " said Miami attorney William Richey.

According to the affidavit of a private investigator for the doctors,
*¥*Frchermant***  frequented Antigus and he had been at a resort there on
Aug. 16 ~— a waek after he fled Miami and three days before he checked intoe

2 hotel in Taipei, Taivan.
. “Henry ****Gherman**** was a compulsive gambler whe frequented
Antiguan casines," accoxding  to the affidavit from Wayne Black, a former

investigator with the State Attorney's 0ffice in Miami. "He has been known
te lose as much &% U.S. $100,000 in a single evening playving blackijack.™

The document alse saye phone records from ****Chermam****ts Miami

office -indicate that. on Aug. 1 he phoned the SWiss American Bapk in
tigua.

Black's affidavit says that “our investigation alsc reveals that

Mazrtin J. Nash, Esg., a long-time attorney for Henry ****Gherman**%* in
Miami, Florida, made a series of wire' transfers to Antigua in or about

early August 1988."
The Miami Herald was umable to gpeak with Wash Monday.

“We started the investigation the day Honry left the notes, and we are
still frantically working op it, ™ Black said Monday.

On  Rug. 29, the U.S. Attorney's COffice charged ****Ghepman**** with
twe counts of mail fraud and five counts of embezzlement.

After two months on the run, *¥**Gherpan**** was arrested Saturday in
Tokyo. He had been expelled from Taiwan where he had checked inte a Taipei
hotel updexr his own name since Aug. 19.

If convicted, ““**Chezman**** faces 35 years in jail and fines in

excess of $1.5 millien.
DESCRIFTCRS: lawsult; ****gherman****; assel; finance
5
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MPS:mf
IND
UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
- 89-0050CR ~ BARCUS
I8 USC §664
18 USC §1341
MAGISTRATE
UNITED STATES OF AMERICA, SMARGON
v. : INFORMATION :
HENRY GHERMAN,
Defendant.
/
The United States Attorney charges that: ’ s 2%

Allegations Common To All Counts

1. At all times material to this information the
defendant, HENRY GHERMAN, operated Financial Investment and
Planning, Inc. (“FIP"), a corporation organized under the laws -gf

the State of Florida with its office in WNorth Mléﬁi

Florida.

2. At all times material to this information;,;hg;zefeﬂx
dant; HENRY GHERMAN, offered financial management.§é?vi%e§ to
clients, including the administration of pension plansiéug§ééﬁ to
Title I of the Employee Retirement Security Act of 1974
("ERISA").

3. From in or about December of 1982 until in or about
August of 1688, in the Southern District of Florida, the
defendant,

HENRY GHERMAN,
knowingly, willfully and unlawfully devised and intended to

devise a scheme and artifice to defraud and for obtaining money
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and property from clients by means of false and fraudulent
pretenses, representations, and promises, well knowing that the
pretenses, representations and promises would be and were false
and frauétlént wheh made.

The Essence of the Scheme to Defraud

4. It was a part of the scheme and artifice to defraud
that the defendant, HENRY-GHERMAN, would and did solicit clients
to utilize investment and financial management services offered
through FIP. These clients included physicians and their profes-
sional associations as well as other private investors.

5. It was a part of the scheme and artifice to defraud
that the defendant, HENRY GHéRMAN, would and did solicit and
accept funds from clients on the false representation, promise,
and pretense that he would profitably invest such funds on their
behalf and on behalf of the beneficiaries of the clients' pension
plans.

6. It was a part of the scheme and artifice to defraud
that the defendant, HENRY GHERMAN, would offer to manage employee
benefit plans of medical Professiomal Associations that were
subject to Title I of ERISA. The defendant exercised substantial
control over the transfer, inve;tment, and disbursement of funds
covered by these plans, and had fiduciary responsibility for
their management.

7. It was a part of the scheme and artifice to defraud
that the defendant, HENRY GHERMAN, would use his authority over
client accounts to transfer funds from accounts of4 clients,
including from money market accounts at Prudenﬁial—Bache
Securities, Inc. to bank accounts of FIP at Commercebank, N.A.,

2=
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Miami, Florida. After such funds were transferred to FIP's
accounts, the defendant would convert and utilize such funds for
his own benefit.

8. "Ié was a pérﬁ of the scheme and artifice to defraud
that the defendant, HENRY GHERMAN, obtained and retained funds
from clients on the false representations, embodied in written
invoices and financial statements, that the clients' money would
be, and was, invested in certificates of deposit at Commercebank,
N.A., a financial institution in North Miami Beach, Florida, for
the benefit of the client or the client's designated
beneficiaries,

9. It was a part of the scheme and artifice to defraud
that after obtaining and retaining funds from clients through the
false representations set forth herein, the defendant, HENRY
GHERMAN, took, embezzled and converted to his own use
approximately $9.8 million in funds entrusted to him by his
clients during the time set forth in this information. O0Of those
converted funds, apyreximateiy-$7.5 million were funds and assets
of eleven employee benefit plans subject to ERISA managed by the

defendant through FIP as set forth below:

PENSION PLAN OF AMOUNT EMBEZZLED BY THE DEFENDANT:
Frederick W, Ackroyd, PA $ 250,000

Leonard Filhaber Associates 115,000

Florida Extracorporeal, Inc. 102,500

Jack J. Greenberg, PA 2,215,000

Mario Inchausti, PA 275,000

Edward D. Michaelson, PA 1,220,000

Morgan, Trop & Eustace, PA 235,000
-3 '
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Arthur G. Shapiro, PA 170,000
Arkadi M. Rywlin, PA 2,030,000
Charles Weiss, PA ) 640,000
Nardo Zalas, PA 260,000

TOTAL $7,512,500

10. It as a part of the scheme and artifice to defraud that
the defendant, HENRY GHERMAN, set up offshore bank accounts to
transfer funds embezzled from clients in the Southern District of
Florida. In particular, the defendant opened “an account in
Swiss-American National Bank in Antigua, West Indies under the
name Chaska Trading, Ltd., where embezzled funds were transferred
from the Southern District of Florida. After being deposited in
said account, approximately $2.2 million was transferred to the
account of Chaska Trading, Ltd. at Prudential-Bache Securities,
Inc., in Miami, Florida, which funds were available to the
defendant.

11. It was a part of this scheme and artifice to defraud
that the defendant, HENRY GHERMAN, in or about July 1988 would
and did embezzle and abscond with approximately $4.4 million in
client funds to facilitate his departure from the United States.

COUNTS 1-3

On or about each of the following dates, in Dade County, in

the Southern District of Florida, the defendant,

HENRY GHERMAN,
having devised and intending to devise a scheme and artifice to
defraud, and for obtaining money and property by means‘of false
and fraudulent pretenses, promises, and representafions, as

alleged above, for the purpose of executing such scheme and

4=
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artifice and attempting to do so, did knowingly cause to be
delivered by mail according to the direction thereon, mail matter
as described in each case:

COUNT i@ ' MAIL MATTER

1 February 18, 1986 FIP statements mailed from FIP to
Charles Weiss, M.D., Miami Beach,
Florida (falsely indicating
participation by various accounts
of Charles Weiss PA Pension Plan in
a certificate of deposit at
Commercebank, N.A. and the earning
of interest on same).

2 February 11, 1987 FIP statements mailed from FIP to
Edward D. Michaelson, M.D. Fort
Lauderdale, Florida (falsely
indicating participation by various
accounts of the EDM PA Pension
Plan, the EDM PA FB Pension Plan,
by Dr. and Mrs. Michaelson and the
EDM PA in a certificate of deposit
at Commercebank, N.A. and the
earning of interest on same).

3 February 18, 1586 FIP statements mailed from FIP to

Arthur Shapiro, M.D. Miami Beach,
Florida (falsely indicating parti-
cipation by AGS PA pension plan and
AGS PA in a certificate of deposit
at Commercebank, N.A. and the earn-
ing of interest on same).

All in violation of Title 18, United Stated Code, sections

1341 and 2.

COUNT 4
Between in or about December of 1982, and on or about
October 21, 1987, the defendant,
HENRY GHERMAN,
knowingly, and willfully, did embezzle and convert to his own use
approximately $1,900,000 of the monies, funds, sécurities,
premiums, credits, accounts, and assets of the Arkadi M. Rywlin

_5-
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P.A. pension plan, an employee benefit plan subject to Title I of
the Employee Retirement Income Security Act of 1974, all in
violation of Title 18, United States Code, Section 664 .
o COUNT 5
Between in or about December of 1982, and on or about
October 21, 1987, the defendant,
HENRY GHERMAN,
knowingly, and willfully, did embezzle and convert to his own use
approximately $1,840,000. of the monies, funds, securities,
premiums, credits, accounts, and assets of the Jack J. Greenberg
P.A. pension plan, an employee benefit plan subject to Title I of
the Employee Retirement Incoﬁé Security Act of 1974, all in
violation of Title 18, United States Code, section 664.
COUNT 6
Between in or about December of 1982, and on or about
October 21, 1987, the defendant,
HENRY GHERMAN,
knowingly, and willfully, did embezzle and convert to his own use
approximately $1,195,000. of the monies, funds, securities,
premiums, credits, accounts, and assets of the Edward D.
Michaelson P.A. pension plan, an employee benefit plan subject to
Title I of the Employee Retirement Income Security Act of 1974,
all in violation of Title 18, United States Code, section 664.
COUNT 7
Between in or about December of 1982, and on or about
October 21, 1987, the defendant, 4
HENRY GHERMAN,
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kndwinély and willfully, did embezzle and convert to his own use
approximately $585,000 of the monies, funds, securities, premi-
ums, credits, accounts, and assets of the Charles Weiss, P.A.
pension ﬁiaﬁ, and employee benefit plan subject to Title I of the
Employee Retirement Income Security Act of 1974, all in violation

of Title 18, United States Code, section 664.

Uarelio Gohor
DEXTER W. LEHTINEN
UNITED STATES ATTORNEY

Y

MARK P, SGRNAPP 77
ASSISTANT UNITED STATES ATTORNEY

Copettdd-

J m.C@u¢u'
SISTANT UNITED STATES ATTORNEY




IN THE UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

NO._ £9-50-CR-MARPLUS
UNITED STATES OF AMERICA,
Plaintiff,

Fiepby DL

FEB "7 1963
. MARCH
!

50,

V5§~

HENRY GHERMAN,

Defendant.

PLEA AGREEMENT

1. The Defendant, Henry Gherman, agrees to walve
indictment by a grand jury and plead guilty to charges of
four counts of embezzlement of pension funds subject to
the Employee Retirement Income Security Act, pursuant to
Title 18 United States Code Section 664, and three counts
of mail fraud, pursuant to Title 18 United States Code
Section 1341. These charges carry a maximum prison
sentence of thirty-five years incarceration and up to
$1,750,860. in fines, and an award of restitution to all
vietims of the scheme.

2. The charges set forth in paragraph one relate
to the defendant’s involvement in a scheme to defraud

investors, primarily medical Professional Associations,
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out of approximately $9.7 million in pension and other
funds entrusted to. the defendan£ and his related
companies, including Financial Investment and Planning,
Inc, by fraudulently representing to such investors

that such funds had been placed in certificates of
deposit, when, in truth and in-fact, such investments were
not made and such certificates of deposit did not exist,
The United States will not file additional charges
relating to or arising from the investigation of this
scheme and embezzlement, and the concealment or transfer
of such funds, including the removal of $4.4 million of
fonds in July and August 1988 and any financial transac-
tions with such funds, if the defendant fully complies
with the terms of this agreement.

3. The defendant, Henry Gherman, agrees to provide
complete and truthful cooperation to the United States
as to all facts within his knowledge, including but not
limited to the aforementioned scheme and embezzlement,
including by providing information to Federal and local
authorities and by providing testimony in any trial or
grand jury proceeding as required. The defendant
understands and agrees that he will not protect any
individual or entity in providing such information.

Further, the defendant agrees to provide complete and
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truthful cooperation to any third party as the United
States should so direct, inchxdiné but not limited to such
parties seeking recovery of assets in related bankruptcy
proceedings. All information provided by the defendant
shall be treated as if given pursuant to a court order
under Title 18 United States Code 6002-6003, that is, no
information provided by the defendant, directly or
indirectly, shall be used against him in any further
criminal proceeding. If it is determined by a U. S.
District Judge that the defendant has made a material
false statement pursuant to this agreement, then the use
immunity discussed in this paragraph shall be void and any
statements or testimony of the defendant can be used in
any further proceeding against him.

4. The defendant agrees to immediately return and
assist in returning all funds or assets directly or
indirectly in his custody, care, or control, available to
him, which were obtained from any client of the defendant
or any company controlled by the defendant. These funds
will be returned to the United States government for
disbursement to the appropriate parties.

5. The defendant will provide and assist in
obtaining a complete accounting of all funds obtained from

his clients including the use and expenditure of any funds
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entrusted to him. The defendant shall provide all relevant
documents to_law. enforcement 6£ﬁcials as requested. The
defendant further agrees to waive all bank secrecy laws,
foreign and domestic, and to execute any document that is
required for the recovery of said funds.

6. The defendant understands and agrees that the
sentence to be imposed lies within the sole discretion of
the United States District Court for the Southern District
of Florida. Each party shall retain the right to make any
sentencing recommendation and to present all related infor-
mation to the Court and the Probation Department. The
defenndant understands that this recommendation may
include restitution to any and all victims of the ‘
defendant’s conduct. All restitution shall be accomplished
pursuant to the bankruptcy proceedings currently pending
in the United States Bankruptcy Court, Southern District
of Florida, in In Re: Hemry Gherman, et al., Case No.
88-03266-BKC-TCB, Chapter 11.

7. The defendant understands and agrees that the
court may impose any sentence authorized by law and that
the defendant may not withdraw his plea solely as a result
of the sentence imposed.

8. The defendant understands and agrees that, in
addition to any sentence imposed under paragraph 6 of

this agreement, a special assessment in the maximum amount
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of $350 will be imposed.
© 9. This is the -entire agreement and understanding
between the United States and the defendant. There are mo
other agreements or understandings between the parties.
Respectfully submitted,
DEXTER W. LEHTINEN
U% STWORNEY
2/¢/87 a1 / :
Date BY: MARK P. SCHKAPP
C R? IVISION
/i) €7 D (et~
Date JE, AB. CROCKETT
ASSISTANT U. S. ATTORNEY

L 87

Vo 2o 2. 272 )
Date RAMSEY CLARK
ATTORNEY, FOR THE DE ANT

2/4/77

Soilks

Dhate
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF FLORIDA

CASE NO.: 88-03266~BKC-TCB

Jointly Administered Chapter 11
Proceedings
IN RE:

HENRY GHERMAN, FIRST FINANCIAL
PLANNING CORPORATION OF SOUTH
FLORIDA, INC., FINANCIAL &
INVESTMENT PLANNING, INC.
a/k/a FIP, INC.,

Debtors.
/

REFLY TO HENRY GHERMAN'S OBJECTION TO AND

MEMORANDUM IN RESPONSE TO TRUSTEE'S AND

CREDITORS' COMMITTEE'S MOTIONS TO DISSOLVE

THE ORDER APPROVING EMPLOYMENT OF COUNSEL
FOR THE DEBTORS

James S$. Feltman, duly authorized and appointed Trustee for
Henry Gherman, First Financial Planning Corporation of South
Florida, Inc. ("FFP"), and Fingncial & Investment Planning, Inc.
("FIP"), submits this reply to Henry Gherman's Objection to the
Trustee's and Creditors' Committee’s MNotions to Dissolve the
Order Approving Employment of Counsel for Gherman and FIP
("Objection®).

Gherman's Objection rests on three contentions: (1) Gherman
and FIP have never been properly served with notice of these
bankruptcy proceedings; (2) Gherman and FIP are entitled to
counsel separate and apart from that counsel selected by the
Trustee; and (3) separate counsel will assist the administration
of these estates by facilitating Gherman's cooperation with the
Trustee. Each of these contentions is meritless.

1

LAW OFFICES KOIYAK TROPIN & THROGKMORTON, B A,

2850 SOUTHEAST FINANCIAL CENTER, 200 SQUTH BISCAYNE BOULEVARD, MIAMI, FLORIDA 33131 - TEL. {308} 372-1800
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REPORTER:

Miami, Florida
Hay 16, 1389
3:40 a.m.

TRAKSCRIFT OF SENTENCE
BEFORE THE HONORARLE STANLEY HARCUS

MARE SCHNAFP, ESD.

Assistant United States Attcrney
155 South Miami Avenue

Miami, Plorida 33120

RAMSEY CLARK, E5Q.
36 E. 12 Street
Rew York., Hew York
—and~ )
MILTOK M. FERRELL, JR., ¥SQ.
Suite 1920 Mizmi Center
100 Chopin Plaza
Miami, Florica 33131

ROBERT A. RYCROFF

301 orth Miami Avenue
Pifthk Floor

Miam:r, Floride 33128

ROBERT RYCKOFF, OFFICIAL COURT REPORTER, U.S. DISTRICT COURT
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1 would hope the pleadings of the nmnyipeugle here
pefore you will bear fruit of mercy. Do not send ny brother
away without hope. Do not destroy the soul of hig family.
: Hy 5:0&&9! is not an evil man. He has admitted
many mistakes. !is shame i3 deep, his name disgraced} hiz
family shattered, his dignity destroyed.

Please allcew nmy brother the ability t¢ rejoin cut
family and society. He will and he can pe a meaningfuol
wember, and oniy you can separate him from the vengeance
that's sought by others.

THE COURT: Any questions that you wanted Lé put?
Anything further, Mr. Ferrell?

MR. FERRELL: MNo.

THE COURT: Mr. Schnapp?

¥R. SCHKAPP: VYes, Your Honor.

THE CODRT: All right. Mr. Schnapp, you may
proceed.

¥R. SCHNAPP: Thank you, Your Honor.

CROSS EXAMINATION
BY MR, SCHNAPP:
Q Sir, you are Mr. Henry Cherman's bro&her, are you not?
A Yes, =ir.
Q and your brother left the United States on August 3th of
1988, i that correeg?

A Yes.
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¥ow, MNr. Sherman, on Rugust Sth of 1988 you made a trin

to Antigua, dié you not?

A Yeg, uir.

Q And, in fact, you carriec $300,000 deposited in the

Swicss-American 2ank for your brether, &id you not?

F:8 Yes, Sir.

Q Were you aware that your brother was going to leave town
on August §th?

4 da, sir.

o] Were you aware that your brother embezzled any noney
from hig clients? -

A 0, sir.

Q What‘was the reascn you took $500,000 and deposited 1t
in an offshore account?

A ky brother had -~ I had told this‘already to Agent Dan
Walker in a deposition in Max Xogen's room, and I had toid
him my brothér had asked me to do him a favor.

He was caught up in a very busy weekend. VHis family was
not there, and he had no one to do him this favor and make
this deposit.
¢ How, you didn*t walk down there -- I am sorry -- you
didn't travel down there with a cashier's check, did yocu?

A No, sir.
Q in fact, you had a suitcase full of money ig that

correct?
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jercen Naerman - Clgss

LS I gaid thiu, yeo.
2 Could you describe how ycu made the deposit, whc vou met

with down there?

A % bank officer. I don't believe =-- I belicve his name

was Reeves {phoneticl.
Q VWhat vere ¢f the instructions that Mr. Sherman gave to
youz
A& Nothing. Just to make & depesit.
Q He said: Just take this suitcase with $500,600 in
cash -——
A Mo, 3ir. It was é little attache case. He said, “Take
this money and depocsit it in the bank for me.”
o] Did you ask why you were transporting $§500,000 in cash
outside the United States?
A Mo, sir. I dién't think it vas important.

My brother asked me for a favor.

] You didn't think it was important to ask wh? you were

hand carrying a half a million dollars?

-8 Mo, sir.

G Did you take any security precauticns?
A No, sir.

Q 2id you declare the money when vou left?
A No, eir.

2 Why didn't you declare the money?

A i didn't put anything down. I just signed -- I travel

(o)

4
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arven Sherman - CIGos

around the country and sutside the couatry, and I just

normally sign the document that I -- where they ask vou o

sign on the paper. .

o~

Q I am corry. When you left the United States, you dién'e

cdeclare any Custcms form that you were transporting $300,0GG

G Did you know that you were viclating the law?
A Ro, sir.
o] Did you read the Customs form?
A I said I didn‘t.i

MR. SCHMAPP: I have no further questiong --
Q Incidentally -~ I ém sorry —-- that deposit was made to
Chaska (phonetic) Trading, is that correct?
A I believe 5o, yes.

MR. SCHNAPP: Your Honor, I have no further
guestions.

THE COURT: Redirect?

¥MR. FERRELL: I have just a couple.

THE COURT: Yes, indeed.

REDIRECT EXAHIHATION

BY MR. FERRELL:
o] Yr. Gherman, these matters you were asked abouf ac
revelations, these you have been guestionea about and

questioned about through depositiong, th:oughkhearings,
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ne UNITED STATES BANKRUPTCY COURT
) SQUTHERN DISTRICT OF FLORIDA

farg)

CASE NOS.: 88-03266-BKC~TCB

88-03267-BKC~TCB
[ 88-03268~BKC~TCB
Jointly Administered Chapter 11
Proceedings

IN RE: &

HENRY GHERMAN, FIRST FINANCIAL
PLANNING CORPORATION OF SOUTH
FLORIDA, INC., FINANCIAL &
INVESTMENT PLANNING, INC.
a/k/a FIP, INC.,

Debtors.

/

FI¥TH TRUSTEE’S REPORT
DATED JULY &, 1989
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discovery and the defense of discovery in this matter, and

is currently involved in settlement negotiations with

counsel for the defendants. In the event that the settlement
negotiations are not successful, the matter presumably will
be set for trial by Judge Marcus con the next status date i
this case (August 11, 1989)}. The Trustee is fully prepared
to try this lawsuit at this time in the event settlement is
not reached.

3. The Trustee, his ccunsel and accountants
continue their investigation of a substantial number of
possible preference payments, fraudulent conveyances and
outstanding obligations due and owing the debtors, and will
file additional complaints as éppropriate.

B. Antiqua Litigation

on April 28, 1989, the Trustee secured from the
Swiss American Bank of Antigua a check in the amount of
$787,000, representing the balance of unrecovered money
Henry Gherman had secreted to that bank. This payment
concluded the Antiguan litigation, and represents complete
recovery of all amounts secreted in Antiqua of which the
Trustee is aware, less amounts withheld by the bank as’
attorneys fees énd handling charges.

C. Family Litigation

Since the last report to this Court, Henry Gherman
and the defendants in the family litigation filed motions

for a new trial. The Trustee and his counsel prepared and
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Senate Permanent Subcommittee
On Investigations

EXHIBIT # 61f

Exhibit 61f.

Debella fraud documents
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Page .« of .

TE BANKING ACT 1947

NOTICE DF INTENDED REVOUCATION DF BANKING LICENCE
(section 5(%))

Ta: UNTITCD BANK [NTERNATTONAL {WEST INDIES) LIMITED
P. 3, Webster's Chambers, F£.0. Box 58, The valley, anguilla,

Copy to: F.0. Box 119, Caribbean Commercia) Center, The valley,
Anguilla, . :

TAKE NOTICE that I, OSBOURNE BERRINGTON FLEMING Hinister for Finmancs,
in gxercise af my powsry under section 5(5) of the Banking Act 1947
{"the Act”} HEREHY GIVE YOU NOTICE that 1 intend to make an Order
rovoking your '67 class Banking Licence pursuant to the previsions of
section 5{4 ) c} of the Act, on the grounds Lhat in my opinicn rou ars
carrying on business in a mannor detrimental to the public [nterest, as
is more particularly evidenced by the course of events described
heraafrer. Section 33} of the Act also reguires that you be afforded
an opportunity cf submitiing to me a written statement of objizctions to
the making of & revocation Order,

asccerdingly, 1 HEREBY give you the opporrunity, {f you go wish, of
submitting to me within 14 dawvs from the date hereof, 2 written
statament of objections to the making of the revocation Order,

PARTICULARS

1. {8) On 23rd Scptember 1967, you enteved into an {rravocable
Loan Arrangement Committment reference mumber 71204URD with
Sea Chase International M.V, for the provision of a loan of
USE7,040,000.00.

(%) That Sea Chace [nternational N.V. paid a commitiment fee of
US$70,400.00 for the arvangement of the loan.

(<) Thet rou Tailed to arrange the loan as agreed and in epits of
the terms of the lcan committment aforesaid yau refused to
repay the fea, when requested by Sea Chass Internstional N.V,

_That on 19th Jarcary 1988, you iseced a Cashiers shegus
abir s # 358 biaito Liohel.4l. 51 1bersan n the som

s woreral T SV RS e e el

Srannad imase - 092cr8081 Document 1 page 3 Tue Jun 15 11:§9:04 1999
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(d)

(e)

{a}

{c}

(s)

(b}
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That acting an the {nétructions of your manager, & Mr,
Hichasl De Bella, the eaid chequa was ve~presented by Sun
Bank N.A. Orlande Florids, with {nstructions as to payment,

That on or about the 4th Harch 1988, you again refussd to pey
on the sald chenue, By letter of that date you informed sun
Bank N.A. that tho said cheque will not bo honoured “bscauss
fraud i{e {nvolvad®; {nspite of the fact that on Sth February
and 12th Fabruary 1988, respectively you had in separata
facrim{le mescages to Sun Bank N.A, reprasented that on
receipt of collection instructions you would *process this
collection immediately* and expeditiously finalize this
collection. ’

That on or about 21sL December 1987, at Corpus Christi,
Texas U.5.A. you conducted banking business with a company

called PROAF SA, for a loan of US$4.000,000.

In spite of the fact that an advance fea or comm{ttment fee
of US$20,000 wus paid by the said principals, no Joan was
made and you refused to repay the said committment fes whon .
requested. 3
You did not have any Buthority from the Administvator of
Nat lonal Banks offlcy in the United Statee or any other
agency of the United States Govermment to conduct banking
buginess in the United States.

That on or about October 2ist 1987, Mr De Bella, acting xs
your manager represented to one William Webster Hillsaps,
that a loan of USE1,500,000 could be arranged for him, an
payment of a fes of US$6,000, which fee was subsequently pald
by Rr nillsaps.

That in spite of the zeorescnta:i'cns referred to in paragraph
4{a) nc such loan was sver arvanged and you refuscd to refund
211 or any part of the sald USE6,000 fee. .

That in or about Junc 1987, you represented to a Hr Alex
Korman of 14847 NE 20th Avenus, Miami, Florids that you
would arrange a loan for him in the amount of US$91%,000, to
be made to Mr Korman's company, Korman Inveeiments Inc,

Mr Korman paid a total of US$30,000 to you in advance feas
for the arrangement of the loan. In spita of your
representations to the effect that the loans would be made,
{see your letters of 20th July and 6th August 1987) and
vepressntations made In a Flovida Court hearing by one Joseph
Macaluso, described as your "loans officar®, to the affect
that the loans would be-made, tha'loan was not infact mads,
and no repayment of any .pari’cF the sald advance fess was
repaid to Mr. Korman until after Mr. Korman had lodged
complaints with the Government of anguillx and had instructed
%awers in anguilla to act for him In the recovery of his
ees, -
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(o} That lettery writlen to Mr. Korman and signed by the sald
Jomeph Macalusc were intended by you to represant: that Mr,
Mscaluse wac caployed by youy in Anguilla, whersas Mr.
Macaluse {g nat and never hag besn employed by you in
Anguilla, and is infact cowlared by a company known as
westarn Flnancial Inc, baged in #laml Flovids which was
rep{:sc?\tcd to Mr, Korman as an sgent for you in the United
States.

(a) That in about July 1967, you {scued a conditicmal latter of
credit tu & Mr. Jenkinson of Florida, USa, for the asount of
US$200,00Q, and Mr. Jenkincon pajd te you 2 Few of LS$20,000
for arranging the sald letter of*credit.

(b) The said lstter of credit wae not accepted by any of the
banks which you reoresented to Mr. Jenkingon wowld so
accept, and accordingly wag worthless. You refussd to repey
all or any part of the satd Fee when requesterd.

{2} In about Auguwt 1987, you resressnted 1o & Mr. Slesn Match
and a Mr. Randy Burton that you could arrangs loan Financing
of up to USF1,.500,000 for production of motion piciures. Mr.
Hatch pald to you an advance Fee of USS1, (00, and deliversd
to you ¥ chegue for USES.000 to be held in escrow pending
agresment of the loan,

(b)Y lnspite of your representatioms as aforesaid, the sald loan
was not made and you fafled or refused to refund any part of
the said fees to Mr. Burion umti] after he had lodged
complaints with authorities in the United Siates 200 the
Attorney General and minister of Finance In anguilia,

In about Hay 1987, you veoresznted to Mr. Richarg 3. Haller of
New Jersey that you would provide him with a loan of US$450,000.
Mr. Haller pald to you an advance feo of LIS$4S,000, but inspite of
your represantalions, the loan way never provided ang you failed
or refused to refund all or anr part of the said fee whan
requested (at the said time).

That on or aboul the 30 Jamuary 1989 Mr Bernard Defive exescuted a
eromissory Note im your favour and the said Note wem subssauently
changed and/or smended without his knowledor, consent or authority
vesulting in police investigations likelr to bring the Sanking
sector into disresute.

o™

pated this Lo day of (‘\\ﬂ\ 1990,

/z/%“::’@
8.8, Fleming
minister of Flaance

R A S S Pmnnant § mane T Tra Jun 15 1£:55:06 1993
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bir ¢ 14018 PERITISH BOASSY WASH ¢ ) 2 4572 :
Page 4 ol . . Fﬂ o3
1. of
pr:rccmal‘r dcl!v:red thia notice bo the offlces of, Unh‘.ud Bank
aternational Ltd, The'Valler, anguilla, on the - of

1990.

SIgNEdl it eaa
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Swriss - AMERICAN INATIONAL BANK OF ANTIGUA

25th June, 1998

Hr. John C. Mattes
Brizkell Coneours
Suite Y10

1491 Brickell Avenue
Miami, vlorida 33131
U.8.A.

Dear Hr. Hattgo:

a:esa :g 't:. " Bruog: stapo::, eau;d
x B the . Inter Mariflw

: any. connccuoa vuth crla G4 'm;zc:m gPoup, either as
shazgho erd- or GL estdrs and that fumm unquirinz ar sorrespondenca should be
aﬂdmuutd az*cutly to the undereugned at’tha address below,

Ta now rexe: “ta your enquiry, the bank in question did ‘have & small bankz.ng
relstionship with us, and during the cowrse of this ‘Eelatishahip, ve, on
oyeasions, effccred CrBpsfers out thrpigh oul carcespendent banking natwork on
heir hohalf and received payments in, The turm aver on the accounts hag pevar
gxreeded 3 low five~figure, ’

L have wary carefully investiyated the claiw made rogavding our hank's
nvalvesent and have ascertained thel op 19ih  October, (989 we raceived & -
raddest to varify te the Industrlal and Commexsial Bank sf China a signatura of
& hank officer of United Bank, This was donc through the Aintormediary of
Irving Trust Gompany whe was asked to pass (& on to CltiBank, New York., In fo
clreumstances coyld this have bsen congtrbed aa any confirmation froy us of the
underiying vrapsaction of whlch we were totally unawace, and I think if you
ahack with bagk autharipies in che U.5.A. they will confirm that it would be
nermsl practice for banks to verliy thelr customers’ signaturss.

Hr khow  nothingd of ‘the transactions casried out by thie bank and have never

heen asked te arrangs or confion any banking docwsent guch as a Lether of
Cradit, Latter of Cuarantes, cic. .

833663
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SN aANK
-2-

25th Juna, 1952

Hr. John €. Macins

X trust «hat ywvu wace now ulearly aware of oux pozition in this martar, If
there 13 any further information that we are able, within the conpkraints of

the Rntjgi  Banking laws, to give you, I will of courgs be only o happy to
chlige. .

You S.ncercly,

Rty General Hanager

7

JGrpe -
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GET:vlE

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT QF FLORIDA &q

P

UNITED STATES OF AMERICA,

Defendants.

}
)
Plaintiff, 3
)
} No. 393-5081 CR MORENG{s)
v. } 18 U.5.C. & 2
) i8 U.S.C. § 371
MICHAEL A. DEBELLA, JR., } 18 U.S5.C. § 1341
a/k/a MICHAEL JCRDAN, ) 18 U.S.C. § 1343
SANDRA A. SIEGEL, ) 18 U.S.C, § 1344
a/k/a SANDY DEBELLA, } 18 U.8.C. § 1856
JOSEPH MACALUSO, } 26 U.S.C. § 7201
} 42 U.S.C. § 408
}
}

SUPERSEDING INDICTMENT

The Grand Jury charges that:
INTRODUCTION

At all timeg relevant to this Indictment:

1. MICHAEL A. DEBELLA, JR., also known as MICHAEL JORDAN,
was a United States citizen who maintained a residence with
SANDRA A. SIEGEL, also known as SANDY DEBELLA, in the Southern
District of Florida. MICHAEL A. DEBELLA, JR. and SANDRA A.
SIEGEL were unmarried individuals.

2. From on or about June 23, 1986 to on or about May 29,
1990, United Bank International (hereinafter "UBI™} was an
offshore “Class B" bank located in The Valley, Anguilla, British
West Indies. A “Class B" banking license allowed UBI to conduct
banking business with customers other than citizens or temporary

-1 -
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residents of Anguilla. On or about May 29, 1990, the Anguillan
Ministry of Finance revoked UBI’s banking license because it was
carrying on business in Anguilla in a manner detrimental to the
public interest.

3. From in or about and between September, 1986 and May,
1990, MICHAEL A. DEBELLA, JR., held 45,000 out of 50,000 shares
in UEI stock. MICHAEL A. DEBELLA, JR. was UBI‘s president and
chairman of the board of direc{ors.

4. SANDRA A. SIEGEL, JOSEPH MACALUSO, and others both
known and unknown to the Grand Jury, made false statements and
representations to individuals as agents conducting business for,
or on behalf of, UBI.

5. MICHAEL A. DEBELLA, JR. was the president and director
of Atlantic Capital Corporation, a corporation chartered in the
State of Florida and was also the director of Atlantic Capital
Corporation, Ltd., a corporation chartered in St. Johns, Antigua,
British West Indies. MICHAEL A. DEBELLA, JR. and SANDRA A,
SIEGEL held an account at Commonwealth Savings and Loan
Association of Florida ("Commonwealth") in Boca Raton, Florida
under the name of "atlantic Capital.®

6. MICHAEL A. DEBELLA, JR. operated an unincorporated
business known as Marlborough Village, a mobile howe park located
in Marlborough, Connecticut. MICHAEL A. DEBELLA, JR. held an
account with People’s Savings Bank, West Hartford, Connecticut,

under the name of Marlborough Village.
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COUNT ONE

1. paragraphs 1 through 6 of the Introduction to this
Indictment are hereby realleged and incorporated as if fully set
forth herein.

2. On or about and between June 23, 1986 and September 24,
1690, both dates being approximate and inclusive, within the
Southern District of Florida and elsewhere, defendants,

MICHAEL A, DEBELLA, JR.,
a/k/a MICHAEL JORDAN,
SANDRA A. SIEGEL,
a/k/a SANDY DEBELLA,
JOSEPH MACALUSO,
did knowingly, willfully, combine, conspire, confederate, and
agree with each other and with persons known and unknown to the
Grand Jury:

{1} to use the mails and cause the use of the United
States mails in the execution of a scheme and artifice to
defraud, in violation of Title 18, United States Code, Sections
1341 and 2;

{2} to use and cause the use of wire communications,
signs, signals and sounds, that is, facsimile transmissions,
telephone calls, telexes and wire transfers in the execution of a
scheme and artifice to defraud, in violation of Title 18, United
States Code, Sections 1343 and 2:

{3) to knowingly and willfully conduct financial
transactions affecting interstate or foreign commerce which

involved the proceeds of specified unlawful activity, in
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violation of Title 18, United States Code, Sections
1956 (a) (1)(B) (i), 1956(a)(2)(B)(i), and 2.
The Manner and Means of the Conspiracy

1. It was part of the conspiracy that defendants MICHAEL
A. DEBELLA, JR., JOSEPH MACALUSO, and others knmown and unknown to
the Grand Jury, induced individuals ("borrowers") to pay sums of
money as a “fee" for ohtaining negotiable letters of credit,
lines of credit and loans from UBI. The amounts of these "fees"
were a percentage of the letters of credit, lines of credit and
loans to be obtained from UBI.

2. It was further a part of the conspiracy that defendants
MICHAEL A. DEBELLA, JR., SANDRA A. SIEGEL, JOSEPH MACALUSO, and
others known and unknown to the Grand Jury, falsely represented
to the borrowers that UBI was an offshore financial institution
which could provide financing in the form of letters of credit,
lines of credit and loans.

3. It was further a part of the conspiracy that defendants
MICHAEL A. DEBELLA, JR., SANDRA A. SIEGEL, JOSEPH MACALUSO and
others known and unknown to the Grand Jury, falsely represented
to the’botrowers that UBI had correspondent banking relationships
with major banking institutions, including but not limited to the
Bank of Credit and Commerce International (BCCI), the Bank of
Hong Kong and Shanghai, North Carclina National Bank (NCNB), and
Credit Suisse.

4. It was further a part of the conspiracy that defendants

MICHAEL A, DEBELLA, JR., JOSEPH MACALUSO, and others known and
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unknown to the Grand Jury, falsely represented to the borrowers
that UBI’s letters of credit were negotiable at major banking
institutions.

5. It was further a part of the conspiracy that defendants
MICHAEL A. DEBELLA, JR., JOSEPH MACALUSO, and others Kknown and
unknown to the Grand Jury caused the borrowers to pay "fees" to
them in advance of receiving financing from UBI.

[ It was further a part of the conspiracy that defendants
MICHAEL A, DEBELLA, JR., JOSEPH MACALUSO, and others known and
unknown to the Grand Jury, received the borrowers’ advance fees
in the form of wire transfers and checks, payable in United
States currency.

7. It was further a part of the conspiracy that defendants
MICHAEL A. DEBELLA, JR., SANDRA A. SIEGEL, JOSEPH MACALUSO, and
others known and unknown to the Grand Jury, for the purpase of
executing a scheme and artifice to defraud the borrowers, did
knowingly place and caused to be placed in an authorized
depository for mail, matter to be sent and delivered by the
United States Postal Service.

8. It was further a part of the conspiracy that defendants
MICHAEL A. DEBELLA, JR., SANDRA A. SIEGEL, JOSEPH MACALUSO, and
others known and unknown to the Grand Jury, for the purpose of
executing a scheme and artifice to defraud the borrowers,
transmitted and did cause to be transmitted in interstate

commerce by means of wire communications, signs, signals and
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sounds, that is, facsimile transmissions, telephone calls,
telexes and wire transfers.

9. It was further a part of the conspiracy that defendants
MICHAEL A. DEBELLA, JR,, SANDRA A. SIEGEL, JOSEPH MACALUSQ, and
others known and unknown to the Grand Jury, failed to provide the
borrowers with negotiable letters of credit, lines of credit and
loans from UBI.

10. It was further a part of the conspiracy that defendants
MICHAEL A. DEBELLA, JR., SANDRA A. SIEGEL, and others known and
unknown to the Grand Jury, opened multiple bank accounts
throughout the Southern District of Florida and elsewhere, using
Social Security Numbers not truly their own.

11. It was further a part o: the conspiracy that defendants
MICHAEL A. DEBELLA, JR., SANDRA A. SIEGEL, and others known and
unknown to the Grand Jury, caused the wire transfer of the
borrowers’ advance fees from bank accounts outside the United
States Lo acceounts in the United States.

12. It was further a part of the conspiracy that defendants
MICHAEL A. DERELLA, JR., SANDRA A, SIEGEL, JOSEPH MACALUSO, and
others known and unknown to the Grand Jury, did knowingly and
willfully conduct financial transactions affecting interstate or
foreign commerce which involved the proceeds of specified
unlawful activity.

QVERT ACTS
In furtherance of the conspiracy, and to effect the objects

thereof, the following acts, among others, were committed by or
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caused to be committed by one or more members of the conspiracy,
in the Southern District of Florida and elsevhere:
A. Robert Thompson

1. In or about August, 1987, defendants MICHAEL A.
DEBELLA, JR., JOSEPH MACALUSO, and others known and unknown to
the Grand Jury, caused Robert Thompson to meet with them on at
least two occasions at the Sheraton Hotel in Boca Raton, Florida
for the purpose of obtah%ﬂg a §5 million loan from UBI.

2. On or about August 3, 1987 defendant JOSEPH
MACALUSO told Robert Thompson that UBI would charge a $10,000
non-refundable fee.

3. On or about August 17, 1987, defendant MICHAEL A.
DEBELLA, JR., JOSEPH MACALUSC and others known and unknown to the
Grand Jury, caused Robert Thompson to write check number 761 from
the account of Robert E. Thompson and Bernice Thiele Thompson,
Sun Bank/South Florida, N.A., Lauderdale-By-The-Sea, Florida, and
payable to Joseph Macaluso, in the amount of $10,000.

4. On or about August 17, 1987, defendants MICHAEL A.
DEBELLA, JR. and JOSEPH MACALUSC cashed the $10,000 check at Sun
Bank. 3

5. On or about August 24, 1987, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Robert Thompson to travel in interstate commerce from the
Southern District of Florida to Beverly Hills, California.

6. On or about August 26, 1987, defendant MICHAEL A.

DEBELLA, JR. and others known and unknown to the Grand Jury.
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caused Robert Thompson to wire transfer $6,000 from Sun
Bank/South Florida, N.A., Lauderdale-By-The-Sea, Florida for
credit to the account held by UBI, The valley, Anguilla. »

7. 1In or about September, 1987, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Robert Thompson to make telephone c¢alls from the Southern
District of Florida to UBI, The Valley, Anguilla, BCCI, London,
England, and the Commercial Bank of Djibouti, Djibouti, Africa.

8. On or about September 1, 1987, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Robert Thompson to wire transfer $§1,500 from the Southern
District of Florida to Fernando Gomez in New York, New York for
delivery to defendant MICHAEL A. DEBELLA, JR.

9. On or about September 7, 1987, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury:
caused Robert Thompson to transmit by facsimile a copy of a
letter from Lauderdale-By-The-Sea, Florida to defendant MICHAEL
A. DEBELLA, JR. at UBI, The Valley, Anguilla regarding the UBI
loan.

10. On or about September 15, 1987, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Robert Thompson in Lauderdale-By-The-Sea,
Florida concerning the incorporation documents for

Leaseco/Tradeco Ltd.
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11. On or about September 18, 1987, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury.,
mailed and caused to be mailed incorporation documents for
Leasco/Tradeco Ltd. from UBI, The valley, Anguilla to Robert
Thompson in Lauderdale-By-The-$Sea, Florida.

12. In or about January, 1988, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
mailed and caused to be mailed a letter regarding Leasco/Tradeco
Ltd. from UBI, The Valley, Anguilla to Robert Thompson in
Lauderdale-By-The-Sea, Florida.

B. John Feketis

13. On or about August 12, 1987, defendants MICHAEL A.
DEBELLA, JR., JOSEPH MACALUSO and .others known and unknown to the
Grand Jury, caused John Feketis to write check no, 34, from the
account of Lillian Feketis and John Feketis {joint tenants),
Dreyfus Liquid Assets, Inc., the Bank of New York, White Plains,
New York, payable to defendant JOSEPH MACALUSO in the amount of
$10,000.

14. On or about August 15, 1987, deferdant MICHAEL A.
DEBELLA, JR., JOSEPH MACALUSO and others known and unknown to the
Grand &ury, caused John Feketis to meet with them at the
Intercontinental Hotel ip Miami, Florida four the purpose of
obtaining a $50 million letter of credit from UBI.

15. On or about September 26, 1987, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,

caused John Feketis to write check no. 38, from the account of
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Lillian Feketis and John Feketis (joint tenants), Dreyfus Liquid
2ssets, Inc., the Bank of New York, White Plains, New York, and
payable to National Bank of Anguilla in the amount of §$50,000.

16, On or about September 26, 1987, defendant MICHAEL
2. DEBELLA, JR., and others known and unknown to the Grand Jury,
prepared and caused the preparation of a document purporting to
be an irrevocable letter of credit, number 71202 UBI in the
amount of §50 million, issued by UBI te Laverndale Corporation.
A copy of the “letter of credit" was hand-delivered tc John
Feketis.

17. On or about October 7, 1987, defendants MICHAEL A,
DEéELLA, JR., JOSEPH MACALUSO and others known and unknown to the
Grand Jury, caused John Feketis to travel in interstate commerce
from Miami, Florida to New York, New York, to meet defendant
JOSEPH MACALUSO regarding Letter of Credit Commitment Number
71202 UBI.

18. On or about November 26, 1987, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
mailed and caused to be mailed a letter from UBI, The Valley,
anguilla, regarding cancellation of Letter of Credit Commitment
Number 71202 UBI to John Feketis, Miami Beach, Florida.

€. Denig Renuart

19. In or about April, 1989, defendant JOSEPH MACALUSC
and others known and unknown to the Grand Jury, caused Denis
Renuart, doing business as Claws, Tails & Scales, Inc., to

travel in interstate commerce from Annapolis, Maryland to Coral
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Gables, Florida, to meet defendant MACALUSO, daing business as
Selective Seafood Imports, Inc., Fort Lauderdale, Florida, to
discuss a proposed shrimp purchase.

20. On or about May 26, 1989, defendant JOSEPH
MACALUSO gave Denis Renuart approximately five (5) checks
totalling $6,475, drawn upon the account of Selective Seafood
Imports, Inc. at Gateway American Bank of Florida, Fort
Lauderdale, Florida, to initiate delivery of the shrinp. On or
about June 8, 1989, Renuart deposited the checks into his account
at Key Biscayne Bank and Trust, Key Biscayne, Florida.

21. On or about June 23, 1989, defendant, MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
prepared and caused the preparation of a document purperting to
be an irrevocable standby letter of credit, number 71378 UBI in
the amount of $750,000, issued by UBI, The Valley, Anguilla, for
Selective Seafood Imports, Inc, The “"letter of credit™ was made
in favor of King Neptune Seafood, Inc., T/A Claws, Tails &
Scales, Inc., and a copy was transmitted by facsimile from UBI,
The Valley, Anguilla, to Denis Renuart in Annapolis, Maryland.

22. In or about June, 1989, defendants MICHAEL A.
DEBELLA, JR., JOSEPH MACALUSO and others known and unknown to the
Grand Jury, caused Denis Renuart to place telephone calls from
Annapelis, Maryland to Fort Lauderdale, Florida.

23. In or about June, 1989, defendants MICHAEL A.

DEBELLA, JR. and JOSEPE MACALUSC, and others known and unknown to

_11_
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the Grand Jury, in Fort Lauderdale, Florida, placed telephone
calls to Denis Renuart in Rnnapolis, Maryland.

24, On or about July 26, 1389, defendants MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Denis Renuart in Annapolis, Maryland stating
that Letter of Credit Number 71378 UBI would not be honored by
UBI.

D, Frapk DiNardo

25. In or about July, 1989, defendant MICHAEL A,
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Frank DiNarde to travel from Saraspta, Florida to Fort
Lauderdale, FPlorida to meet defendant MICHAEL A. DEBELLA, JR.
DEBELLA represented to DiNardo that he was the chairman of UBI
and that UBI could loan him $9 million.

26. On or about August 23, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Frank DiNardo, Sarasota Florida regarding
payment of a site inspection fee of $2,500 and deposit $1,000 in
a UBI account.

27. In or about Rugust, 1883, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Frank DiNardo to pay the $2,500 site inspection fee and

open a UBI account with a $1,000 deposit.

- 12 -
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28. On or about September 6, 1989, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Frank DiNardo in Sarasota, Florida regarding
the UBI loan summary.

29. On or about October 16, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
prepared and caused the preparation of a document purporting to
be a loan arrangement commitment, number 71456 UBI in the amount
of $9 million, issued by UBI, The Valley, Anguilla to DiNardo
International and Frank DiNardo. A copy of the "loan commitment™
was transmitted by facsimile from UBI, The Valley, Anguilla to
Frank DiNardo in Sarasota, Florida.

30. On or about October 20, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
valley, Anguilla, to Frank DiNardo in Sarasota, Florida regarding
wiring instructions.

31, On or about October 24, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Frank DiNardo to wire transfer §$50,000 from Lafayette Bank
and Trust Company, Bridgepert, Connecticut, to the account of
Swiss American Natienal Bank of Antigua, West Indies {"Swiss
american Bank") at Irving Trust Company, now known as the Bank of

New York, New York, New York, for further credit to UBI.

_13_
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32. ©n or about Cctober 27, 1982, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Frank DiNardo to wire transfer $40,000 from Lafayette Bank
and Trust Company, Bridgeport, Connecticut, to the account of
Swiss American Bank at Irving Trust Company, now known as the
Bank of New York, New York, New York, for further credit to UBI.

33. On or about October 27, 1883, defendant MICHAZL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Frank DiNardo to transmit by facsimile a copy of a letter
from Sarasota, Florida to UBI, The Valley, Anguilla regarding
changes in the loan commitment.

34. On or about November 14, 188%, defendant HMICHAEL
A. DEBELLA, JR. caused Frank DiNardo to send the Naples Property
Appraisal and Eax returns by overnight courier to defendant
JOSEPH MACALUSQ in Atlanta, Georgia. On or about November 14,
defendant DEBELLA caused DiNardo te transmit by facsimile a copy
of a letter from Sarasota, Florida to UBI, The Valley, Anguilla
confirming delivery of the documents to Atlanta by courier.

35. On or about November 14, 198%, defendant MICHAEL
A. DEBELLA, JR. and others knovn and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla te Frank DiNarde in Saraszota, Florida regarding
Loan Arrangement Commitment Number 71456 UBI.

36. On or about November 15, 1989, defendant MICHAEL

A. DEBELLA, JR. and others known and unknown to the Grand Jury,
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caused UBI to fail to provide the $9% million loan commitment:to
Frank DiNardo.

37. On or about December 1, 198%, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a lstter from The
Valley, Bnguilla to Frank DiNardo in Sarasota, Florida offering
to seek financing from another financial institution.

E. Marcus Van Winkle

38. On or about July 17, 1989, defendant MICHAEL A,
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Marcus Van Winkle in Hillsboro Beach, Florida
regarding a $400,000 letter of credit.

39. On or about July 28, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Marcus Van Winkle to wire transfer $12,000 from
AmeriFirst, Boca Raton, Florida to the account of Swiss American
Bank at Irving Trust Company. now known as the Bank of New York,
New York, New York, for further credit to UBI.

40. On or about August 29, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Marcus Van Winkle in Hillsboro Beach, Florida
regarding proposed changes to the $400,000 letter of credit.

41. On or about September 12, 1989, defendant MICHAEL

A. DEBELLA, JR. and others known and unknown to the Grand Jury,
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caused Marcug Van Winkle to wire transfer $8,500 from AmeriFirst,
Boca Raton, Florida to the account of Swiss American Bank at
Irving Trust Company, now known as the Bank of New York, New
York, New York, for further credit to UBI.

F. Hosel International Hong Kong Lid.

42. In or about June, 1988, the president and vice-
president of RU-JO Traders, Inc., Miami Beach, Florida ("RU-JO
Traders™), were introduced to defendant M%CHAEL A. DEBELLA, JR.
by defendant JOSEPH MACALUSO.

43, On or about August 15, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Jack Terrell, Director, Hosel Interpational Hong Kong Ltd.
("Hosel"), to travel in interstate commerce from Atlanta, Georgia
to Miami, Florida to meet with them at the Embassy Sultes Hotel
to discuss UBI’s financing of shrimp shipments from China,

44. On or about September 12, 1989, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Ray Mathis, Hosel’s U.§. National Liason, in
Wilmington, North Carolina regarding the pre-advice letter of
credit:

45, On or about September 25, 198%, defendant MICHAEL
A. DEBELLA, JR., and others known and unknown to the Grand Jury,
prepared and caused the preparation of a document purporting to
be an irrevocable letter of credit, number 71442 UBI in an amount

not to exceed $1,148,416.18, issued by UBI for RU-JO Traders.
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The "letter of credit" was made in favor of China Foreign Trade
Development Companies, Inc. ("China Foreign Trade") and a copy
was transmitted by facsimile from UBI, The Valley, Anguilla‘to
The Industrial & Commercial Bank of China, Shenzen, China.

46. On or about September 28, 1989, defendant MICHAEL
A. DEBELLA, JR., as a 6.6 percent shareholder of RU-JO Traders,
authorized RU-JO Traders to execute an exclusive contract with
Hosel to purchase at least 6,000 metric tons of shrimp.

47. On or about October 4, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Jack Terrell to transmit by facsimile a copy of a letter
from Hong Kong to UBI, The Valley, Anguilla regarding amendments
to Letter of Credit Number 71442 UBI.

48. On or about Octcber 4, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Jack Terrell in Hong Kong regarding
amendments to Letter of Credit Number 71442,

49. On or about October 4, 1989, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Jack Terrell to transmit by facsimile a copy of a letter
from Hong Kong to DEBELLA in the Southern District of Florida
regarding verification of Letter of Credit Number 71442 UBI.

50. On or about November 1, 1989, defendant MICHAEL A.
DEBELLA, JR., and others known and unknown to the Grand Jury,

prepared and caused the preparation of a document purporting to
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be an irrevocable letter of credit, No. 71464 UBI in the amount
not to exceed $105,000, issued by UBI for RU-JO Traders. The
"letter of credit" was made in favor of Hosel, Hong Kong and a
copy was transmitted by facsimile from UBI, The Valley, Anguilla
to The Hong Kong Chinese Bank, Limited in Hong Kong.

51. On or sbout November 21, 1989, defendant MICHAEL
A. DEBELLA, JR., and others known and unknown to the Grand Jury,
prepared and caused the preparation of UBI cashier‘’s check number
€13589 RJ1, in the amount of $935,225.61, payable to China
Foreign Trade.

52. In or about November, 1989, defendant MICHAELL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Ray Mathis to travel in interstate commerce from
Wilmington, North Carolina to Boca Raton, Florida, to discuss
payment for the shipments of shrimp.

53. On or about December 6, 1989, defandant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Jack Terrell in Hong Kong regarding the
cancellation of banking relations with RU-JO Traders.

" 54. On or about December 15, 1989, defendant MICHAEL

A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to issue an invoice to Imported Meats, Incorporated,
Elmhurst, Illinois, in the amount of $266,470.30 for 72,019

pounds of shrimp.
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55. On or about December 18, 1989, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Imported Meats, Inc. to'wire transfer $266,470.30 from
First Illinois Bank, Wilmette, Illincis to the account of Swiss
American Bank at the Bank of New York, New York, Néw York, for

further cgedit to UBIL.
86, On or about December 18, 1989, defendant MICHAEL

A. DEBELLA, JR. and others kno&n and unknown to the Grand Jury,
caused the shipment of six (6) containers of shrimp weighing
approximately 75 tons from Los Angeles, California to Elmhurst,

Illinois.

57. On or about December 19, 1989, defendant MICHAEL
A. DEBELLA, JR, and others known and unknown to the Grand Jury,
caused UBI to stop payment on UBI cashier‘s check number C13389
RJ1l, in the amount of $935,225.61, payable to China Foreign
Trade.

58. On or about December 19, 1989, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Jack Terrell in Hong Kong regarding Letter of

Credit Number 71442 UBI.
59. On or about December 15, 1989, defendant MICHEAEL

A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to issue an invoice to Imported Meats, Incorporated,
Elmhurst, Yllinois, in the amount of $266,512.00 for 68,640

pounds of shrimp.
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60. On or about December 19, 1989, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Imported Meats, Inc. to wire transfer $226,512.00 from
First Illinois Bank, Wilmette, Illinois to the account of Swiss
American Bank at the Bank of New York, New York, New York, for
further credit to UBI.

61. ©On or about December 22, 1989, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Ray Mathis to transmit by facsimile a copy of a letter
from Wilmington, North Carolina to defendant DEBELLA at UBI, The
valley, Anguilla regarding UBI cashier’s check number C13589 RJ1,
in the amount of $935,225.61.

62. On or about Decembegr 22, 1989, defendant MICHAEL
A, DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
valley, Anguilla to Ray Mathis in Wilmington, North Carolina
regarding Letter of Credit Number 71442 UBI.

63. On or about December 22, 1989, defendant MICHREL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to wire transfer $77,014.08 from the account of Swiss
American Bank at the Bank of New York, New York, New York, to the
account of China Foreign Trade at Citibank, Shenzen, China.

64. On or about December 27, 1989, defendant MICHAEL

A. DEBELLA, JR, and others known and unknown to the Grand Jury,
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caused China Foreign Trade to transmit a copy of a telex from
Shenzen, China to UBI, The Valley, Anguilla refusing UBI’s
partial payment of $77,014.88.

65. On or about December 28, 1989, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to issue an invoice to Imported Meats, Incorporated,
Elmhurst, Illinois, in the amount of $113,168.88 for 34,293
pounds of shrimp.

66. On or about January 8, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to issue an invoice to Imported Meats, Incorporated,
Elmhurst, I1linois, in the amount of $91,388.68 for 27,737 pounds
of shrimp. A

67. On or about January 8, 1990, cdefendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to issue an invoice to Imported Meats, Incoerporated,
Eimhurst, Illinois, in the amount of $72,510.24 for 23,390 pounds
of shrimp.

68. On or about January 9, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Imported Meats, Inc. to wire transfer $113,168.88 from
First Illinois Bank, Wilmette, Illinois to the account of Swiss
American Bank at the Bank of New York, New York, New York, for
further credit to UBI.

69. ©On or about Januvary 17, 1998, defendant MICHAEL A.

DEBELLA, JR. and others known and unknown to the Grand Jury,
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caused UBI to issue an invoice to Imported Meats, Incorporated,
Elmhurst, Illinois, in the amount of $63,513.12 for 27,614 pounds
of shrimp.

70, On or about January 18, 1590, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Imported Meats, Inc. to wire transfer $63,513.12 from
First Illinols Bank, Wilmette, Illinois to the account of Swiss
American Bank at the Bank of New York, New York, New York, for

further credit to UBI.

71. On or about January 18, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to issue an invoice to Imported Meats, Incorporated,
Elmhurst, Illinois, in the amount‘of $93,588.00 for 18,717 pounds
of shrimp.

72. On or about January 22, 1990, defendant MICHAEL A,
DEBELLA, JR. and others known and unknown £o the Grand Jury,
céused Imported Meats, Inc. to wire transfer §$72,510.24 from
First Illineis Bank, Wilmette, Illinois to the account of Swiss
american Bank at the Bank of New York, New York, New York, for
further credit to UBI.

73. On or about February 2, 1990, defendant MICHAEL A.
DEBELLA, JR. and otheré known and unknown to the Grand Jury,
caused Imported Meats, Inc. to wire transfer $26,400.00 from
First Illinois Bank, Wilmette, Illinois to the account of Swiss
american Bank at the Bank of New York, New York, New York, for

further credit to UBI.
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74. On or about February 23, 1930, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Imported Meats, Inc. to wire transfer $65,188.00 from
First Illinois Bank, Wilmette, Illinois to the account of Swiss
American Bank at the Bank of New York, New York, New York, for
further credit to UBI.

G. ester njami

75. In or about April, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Chester Benjamin to travel in interstate commerce from
Nassau, Bahamas to Boca Raton, Florida to meet defendant MICHAEL
DEBELLA, JR. regarding financing from UBI.

76. On or about July 18, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
prepared and caused the preparation of a document purporting to
be an irrevocable letter of credit, number 71543 UBI in the
amount of $110,000, issued by UBI, The Valley, Anguilla for
Paradise Travel {1988) Ltd. A copy of the "letter of credit" was
transmitted by facsimile from UBI, The Valley, Anguilla, to
Chester Benjamin in Nassau, Bahamas.

"~ 77. On or about July 23, 1930, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Chester Benjamin to wire transfer $11,000 from The Bank of
Nova Scotia, Nassau, Bahamas, to the account of Swiss American

Bank at the Bank of New York, New York, New York, for further

credit to UBI.
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78. On or about September 1, 1990, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury.,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Chester Benjamin, in Nassau, Bahamas
regarding the letter of credit.

79. On or about September 7, 1990, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Chester Benjamin to transmit by facsimile a copy of a
letter from Nassau, Bahamas to UBI, The Valley, Anguilla
regarding the letter of credit.

80. On or about September 10, 1830, defendant MICHAEL
A. DEBELLA, JR. and others known and unknown to the Grand Jury,
caused UBI to transmit by facsimile a copy of a letter from The
Valley, Anguilla to Chester Benjamin, in Nassau, Bahamas stating
that UBI ceased trading and would not fund Letter of Credit
Number 71543.

H. Carl and Connie Calvitti

81. On or about May 6, 1990, Carl Calvitti contacted
defendant MICHAEL A. DEBELLA, JR. to obtain financing from UBI.

82. On or about June 11, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
prepared and caused the preparation of a document purperting to
be an irrevocable letter of credit commitment, letter of credit
number 71515 UBI in the amount of $4.5 million by order of SEAS
Diversified Financial Services, Inc. A copy of the "letter of

credit" wag transmitted by facsimile from UBI, The Valley,

....24-

Scanned Image - 095¢r8081 Document 78 page 24 Fri Jun 18 03:25:36 1999



3989

Anguilla to SEAS Diversified Financial Services, Inc. in
Bakersfield, California.

83. On or about July 12, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Colleen B. (essel to wire transfer $35,000 from Home
Savings of America, Santa Monica, California to the account of
Swiss Amerlcan Bank at the Bank of New York, New York, New York,
for further credit to UBI.

84, On or abput July 17, 1990, defendant MICHAEL A.
DEBELLA, JR. wrote check number 117, from the account of UBI,
Commonwealth, Boca Raton, Florida, and payable to Connie Calvitti
in the amount of $150,000. The check was sent by Federal Express
from Boca Raton, Florida to Connie Calvitti in Woodland Hills,
California.

85. On or about August 8, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused Connie Calvitti to transmit by facsimile a copy of a
letter from Burbank, California to UBI, The Valley, Anguilla
regarding cancellation of Letter of Credit Number 71515 UBI and
return. of the $35,000 payment.

86. On or about September 20, 1390, defendant SANDRA
A. SIEGEL caused Connie Calvitti to place a telephone call from
Woodland Hills, California to Boca Raton, Florida.

I. George Trodella
87. In or about July, 1990, George Trodella of Fort

Lauderdale, Florida, spoke to defendant MICHAEL A, DEBELLA, JR.
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DEBELLA represented to George Trodella that he was a UBI board
member and that UBI had correspondent banking relationships with
financial institutions worldwide, including Trodella’s bank,
NCNB, in Fort Lauderdale, Florida. DEBELLA further represented
to George Trodella that he could assist him in obtaining a
$500,000 letter of credit to assist in refurbishing a commercial
property located in Broward County.

88. On or about July .9, 1990, defendant MICHAEL A.
DEBELLA, JR. and others known and unknown to the Grand Jury,
caused George Trodella to wire transfer $2,500 from NCNB, Fort
Lauderdale, Florida to the account of Swiss American Bank at the
Bank of New Yerk, New York, New York, for further credit to UBI.

89. On or about July 18, 1930, defendant MICHAEL A.
DEBELUA, JR. and others known and unknown to the Grand Jury,
caused George Trodella to wire transfer $57,500 from NCNB, Fort
Lauderdale, Florida to the account of Swiss American Bank at the
Bank of New York, New York, New York, for further credit to UBIL,

J. Wire Transfers

90-107. On or about the dates gpecified below, funds
were wire transferred from Swiss American Bank, St. John’s,
Antigu%, British West Indies to the Bank of New York, New York,
New York for further credit to accounts held by defendants
MICHAEL A. DEBELLA, JR. and SANDRA A. SIEGEL at AmeriFirst
Savings Bank ("AmeriFirst"} and Commonwealth, Boca Raton,

Florida, respectively:
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OVERT DOLLAR AMOUNT OF ’
ACT NO. DAaTE WIRE TRANSFER DEPOSITED TO
90. 08/02/89 $ 5,000.00 Commonwealth
91, 08/08/89 $ 8,000.00 Commanwealth
92, 08/18/89 $20,000.00 Commonwealth
93. ag5/05/89 315,000.00 Commonwealth
94, 11/03/89 $10,000.00 Commonwealth
g5. 11/10/89 $10,000.00 Commonwealth
96. 12/26/89 éS0,000.00 Commonwealth
97. 12/29/89% $§50,000.00 Commonwealth
g98. 02/05/90 $15,000.00 AmeriFirst
59, 02/12/90 § 5,000.00 AmeriFirst
100. 02/13/%0 $ 5,000.00 AmeriFirst
101. 03/05/90 S 5,060.00 AmeriFirst
102, 05/23/590 $ 5,000.00 AmeriFirst
103. 06,/28/90 $10,000.00 ' AmeriFirst
104. 07/03/90 $ 9,500.00 AmeriFirst
105. 07/11/90 $ 7,500.00 AmeriFirst
106. 07/18/50 $ 7.500.00 AmeriFirst
107. 09/06/90 S 7,840.00 AmeriFirst

B 108-113. On or about the dates specified below, funds
were wire transferred from Swiss American Bank’s account at the
Bank of New York, New York, New York to an account controlled by
defendant DEBELLA at Peoples Bank, Marlborough, Connecticut, and
then wire transferrd to an account held by defendants MICHAEL A.
DEBELLA, JR. and SANDRA A, SIEGEL at AmeriFirst, Boca Raton,
Florida, respectively:
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OVERT DOLLAR AMOUNT OF

ACT NO. DATE WIRE TRANSFER DEPOSITED TO
108 04/06/50 $5,000.00 AmeriFirst
109 04/12/90 §$5,000.00 AmerifFirst
110 04/25/90 $9,500.00 AmeriFirst
111 05/02/90 $9,500.00 AmeriFirst
112 05/10/90 $9,500.00 AmeriFirst
113 09/24/90 $5,000.00 AmeriFirst

A11 in vioclation of Title 18, United States Code, Sections
371 and 2.

COUNT TWO

1. Paragraphs 1 through 6 of the Introduction to this
Indictment are hereby realleged and incorporated as if fully set
forth herein.

2. The allegations contained in Paragraphs 1 through 113
of Count 1 are hereby realleged and incorporated as if fully set
forth herein.

3. On or about July 28, 1989, for the purpose of executing
the above scheme, defendant,

MYCHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,

did transmit and cause to be transmitted in interstate commerce
by means of wire communications, signs, signals and sounds, that
is, a wire transfer from AmeriFirst, Boca Raton, Palm Beach
County, in the Southern District of Florida, which resulted in
the deposit of $12,000 into the account of Swiss American Bank at

Irving Trust Company, now known as the Bank of New York, New

- 28 =~
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York, New York, for further credit to UBI, account number
1200501.
All in violation of Title 18, United States Code, Sections
1343 and 2.
COUNT THREE

1. paragraphs 1 through 6 of the Introduction to this
Indictment are hereby realleged and incorporated as if fully set
forth herein.

2. The allegations contained in Paragraphs 1 through 113
of Count 1 are hereby realleged and incorporated as if fully set
forth herein.

3. On or about September 12, 198%, for the purpose of
executing the above schene, defendant,

MICHAEL A. DEEELLA, JR.,
a/k/a MICHAEL JORDAN,

did transmit and cause to be transmitted in interstate commerce
by means of wire communications, signs, signals and sounds, that
is, a wire transfer from AmeriFirst, Boca Raton, Palm Beach
County, in the Southern District of Florida, which resulted in
the deposit of $8,500 into the account of Swiss American Bank at
Irving Trust Company, now known as the Bank of New York, New
York, New York, for further credit to UBI, account number
1200501,

All in violation of Title 18, United States Code, Section

1343 and 2.
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CODNT FQUR
1. paragraphs 1 through € of the Introduction te this

Indictment are hereby realleged and incorporated as if fully set
forth herein.

2. The allegations contained in Paragraphs 1 through 113
of Count 1 are hereby realleged and incorporated as if fully set
forth herein.

3. On or about September 20, 1990, for the purpese of
executing the above scheme, defendant,

SANDRA A, SIEGEL,
a/k/a SANDY DEBELLA,

did transmit and cause to be fransmitted in interstate commerce
by means of wire communications, signs, signals and sounds, that
is, a telephone call from Connie Calvitti in Woodland Hills,
california to Boca Raton, Palm Beach County, in the Southern
District of Florida.

A1l in violation of Title 18, United States Code, Section
1343 and 2.

COUNTS FIVE THROUGH TWENTY-TWO
1. paragraphs 1 through 6 of the Introduction to this

Indictment are hereby realleged and incorporated as if fully set
forth herein. .

2. The allegations contained in Paragraphs 1 through 113
of Count 1 are hereby reslleged and incorporated as if fully set
forth herein.

3. The allegations contained in Counts 2 through'4 are
hereby realleged and incorporated as if fully set forth herein.
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4, ©On or about the dates set forth below, according té
Counts 5 through 22, in the Southern District of Florida, and

elsevhere, defendants,
MICHAEL A. DEBELLA, JR.,
a/k/a MICHREL JORDAN,
SANDRA A. SIEGEL,
a/k/a SANDY DEBELLA,
knowingly and willfully did transport, transmit, and transfer,
and attempt to transport, transmit, and transfer, monetary
ingtruments and funds from Swiss American Bank, S5t, John’s,
Antigua, British West Indies, a place outside the United States,
to the Bank of New York, New York, New York, for further credit
to ameriFirst, Boca Raton, Florida, and Commonwealth, Boca Raton,
Florida, a place inside the United States, knowing that the
monetary instruments and funds represented the proceeds of
unlawful activity and knowing that the transportation,
transmission and transfer of these instruments and funds was
designed in whole or in part to conceal and disguise the nature,
the location, the source, the ownership, and the control of the
proceeds of specified unlawful activity, that is, the use of
wires in the execution of a scheme and artifice to defraud
punish;ble under Title 18, United States Code, Section 1343, the
approximate amounts get forth below:

DOLLAR AMOUNT OF

CQUNT DATE WIRE TRANSFER DEPOSITED T
5 08/02/89 $ 5,000.00 Commonwealth
& 08/08/8% $ 8,000.00 Commonwealth
7 08/18/89 $20,000.00 Commonwealth
..31—
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DOLLAR AMOUNT OF

COUNT DATE WIRE TRANSFER DEPQSITED TO
8 08/05/89 $15,000.00 Commonwealth
9 11/03/83 $10,000.00 Commonwealth

10 11/10/89% $10,000.00 Commonwealth
11 12/26/89 $50,000.00 Commonwealth
12 12/29/89 $50,000.00 Commonwealth
13 82/05/9¢0 $15,000.00 AmeriFirst
14 02/12/90 $ 5,000.00 AmeriFirst
1s 02/13/90 $ 5,000.00 AmeriFirst
16 03/05/90 $ 5,000.00 AmeriFirst
17 05/23/9¢ $ 5,000.00 AmeriFirst
18 06/28/90 Sl0,0Q0.00 AmeriFirst
19 07/03/80 $ 9,500.00 AmeriFirst
20 07/11/90 $ 7,500.00 AmeriFirst
21 07/18/50 $ 7,500.00 AmeriFirst
22 09/06/30 S 7,940.00 AmeriFirst

All in violation of Title 18, United States Code, Sections

1956{a}(2}(B)}{i) and 2.
COUNTS TWENTTY-THREE THROUGH TWENTY-EIGHT

17 Paragraphs 1 through & of the Introduction to this
Indictment are hereby realleged and incorporated as if fully set

forth herein.
2. The allegations contained in Paragraphs 1 through 113
of Count 1 are hereby realleged and incorporated as if fully set

forth herein.
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3. The allegations contained in Counts 2 through 4 are
hereby realleged and incorporated as if fully set forth herein.
4. On or about the dates set forth below, according to
Counts 23 through 28, in the Southern District of Florida, and
elsevhere, defendants,
MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,
SANDRA A. SIEGEL,
a/k/a SANDY DEBELLA,
did knowingly conduct and atgempt to conduct a financial
transaction affecting interstate and foreign commerce, that is,
the wire transfer of funds from Peoples Bank, Marlborough,
Connecticut, to AmeriFirst, Boca Raton, Florida, knowing that the
monetary instruments and funds represented the proceeds cf
unlawful activity and knowing tha£ the transportation,
transmission and transfer of these instruments and funds was
designed in whole or in part to conceal and disguise the nature,
the location, the source, the ownership, and the control of the
proceeds of specified unlawful activity, that is, the use of
wires in the execution of a scheme and artifice to defraud

punishable under Title 18, United States Code, Section 1343, the

approximate amounts are set forth below:

DOLLAR AMOUNT OF

COUNT DATE WIRE TRANSFER DEPQSITED IO
23 04/06/90 $59,000.00 AmerifFirst
24 04/12/90 $5,000.00 AmerifFirst
25 04/25/90 $9,500.00 AmeriFirst
26 05/02/90 $9,500.00 AmerifFirst
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27 05/10/90 $9,500.00 AmeriFirst

28 09/24/90 $5,000.00 AmeriFirst

All in violation of Title 18, Unjted States Code, Sections
1956{a)(1)(B}(1) and 2.

COUNT TWENTY-NINE

1. pParagraphs 1 through 6 of the Introduction to this
Indictment are hereby realleged and incorporated as if fully set
forth herein.

2. The allegations contained in Paragraphs 1 through 113
of Count 1 are hereby realleged and incorporated as if fully set
forth herein.

3. The allegations contained in Counts 2 through 4 are
hereby realleged and incorporated as if fully set forth herein.

4. On or about December 29, 19839, in the Southern District
of Flerida, and elsevhere, defendants,

MICHAEL A. DEZBELLA, JR..
a/k/a MICHAEL JORDAN,
SANDRA A. SIEGEL,

a/k/a SANDY DEBELLA,
did knowingly conduct and attempt to conduct a financial
transaction affecting interstate and foreign commerce, that is,
the withdrawal of funds from the Atlantic Capital account at
Commonwealth, Boca, Raton, and the purchase of cashier’s check
number 382741549 in the amount of $56,716.28 from Commonwealth,
with remitter Michael A. DeBella and payee Broad and Cassel,
Trust Account, and the use of this check to purchase of a
residence located at 2226 N.W. 52nd Street, Boca Raton, Florida
and titled in the name of SANDRA A, SIEGEL, which involved the

_..34..
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proceeds of specified unlawFul activity, that is, the use of the
wires in the execution of a scheme or artifice to defraud
punishable under Title 18, United States Code, Section 1343, with
the intent to conceal or disguise the nature, the location, the
source, the ownership, and the control of the proceeds of'the
specified unlawful activity, and that while conducting or
attempting to conduct such financial transaction, the defendants
knew the property involved in the financial transaction
represented the proceeds of some form of unlawful activity.

211 in violation of Title 18, United States Code, Sections
1856(a)(1)(B)(i) and 2.

COUNT THIRTY

Beginning on or about August’ 29, 1988, and continuing until
at least on or about March 23, 1890, in the Southern District of
Florida, defendant,

MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,

knowingly, willfully and unlawfully devised a scheme and artifice
to defraud and to obtain moneys, funds, credits and other
property owned by and under the custody and control of NCNB, Fort
Lauderdale, Florida, by means of false and fraudulent pretenses
and representations.

1. At all relevant times, NCNB held deposits insured by
the Federal Deposit Insurance Corporation.

2. It was the object of this scheme and artifice to induce
NCNB to pay $41,000 to the defendant MICHAEL A. DEBELLA, JR. by
using a cashier’s check which contained a forged endorsement.

_35..
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3. On or about August 29, 1989, cashier’s check number
406359 in the amount of $41,000, payable to North Hemisphere
Trading, Inc., with remitter Denis Renuart, was purchased by
Renuart from NCNB.

4. On or about September 5, 1989, the defendant MICHAEL A.
DEBELLA, JR., deposited cashier’s check number 406359 into
account number 07-000122-48-04 at Commonwealth, Boca Raton,
Florida, an account he had signature authority over.

5. Cashier’s check number 406359 purporting to be endorsed
by the North Hemisphere Trading, Inc. However, said endorsement
was a forgery.

6. At the time, defendant MICHAEL A. DEBELLA, JR.
gubmitted the endorsed cashier’s check to NCNB, he then and there
well knew and believed that it was false and fraudulent in that
it contained a forged endorsement.

All in violation of Title 18, United States Code, Sections
1344 and 2.

COUNT THIRTY-QNE

On or about April 15, 1989, in Palm Beach County, in the
Southern District of Florida and elsewhere, defendant,

MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,

a resident of Boca Raton, Florida, who, during the calendar vear
1988 had and received taxable income upon which taxable incone
there was owing to the United States of America a substantial

income tax, did knowingly and willfully attempt to evade and

- 36 -
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defeat a substantial part of the said income tax due and owing by
him to the United States of America for the calendar year 1988,
by failing to make an income tax ret%rn on or before April 15,
1989, as required by law) to any proper officer of the Internal
Revenue Service; by failing to pay to th% Internal Revenue
Service said income tax; by concealing and attempting to conceal
from all proper officers of the United States of America his true
and correct income through his-extensive use of cash and
cashier’s checks; by using false Social Security numbers; and by
handling his affairs so as to avoid making records usual in
transactions of the kind.

all in violation of Title 26, United States Code, Section
7201.

OUNT RTY-TW

On or about April 15, 1990, in Palm Beach County, in the

Southern District of Florida and elsevhere, defendant,

MICHAEL A. DEBELLA, JR,.,
a/k/a MICHAEL JORDAN,

a resident of Boca Raten, Florida, who, during the calendar year
1989 had and received taxable income upon which taxable income
there was owing to the United States of America a substantial
income tax, did knowingly and willfully attempt to evade and
defeat a substantial part of the said income tax due and owing by
him to the United States of America for the calendar year 1989,
by failing to make an income tax return on or before April 15,
1990, as required by law, to any proper officer of the Internal
Revenue Service; by failing to pay to the Internal Revenue

_37..
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service said income tax; by concealing and attempting to conceal
from all proper officers of the United States of America his true
and correct income through his extensive use of cash and
cashier’s checks; by using nominees to purchase assets on his
behalf; by avoiding standard banking practices when purchasing
assets; by making false statements on lecan applications submitted
to financial institutions; by using false Social Security
numbers; and by handling his affairs so as to aveid making
records usual in transactions of the kind.

All in violation of Title 26, United States Cocde, Section
7201.

COUNT THIRTY-THREE

On or about April 15, 1991, in Palm Beach County, in the
Southern District of Florida and elsewhere, defendant,

MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,

a resident of Boca Raton, Florida, who, during the calendar year
1950 had and received taxable income upon which taxable income
there was owing teo the United States of America a substantial
income tax, did knowingly and willfully attempt to evade and
defeat a substantial part of the said income tax due and owing by
him to the United States of America for the calendar year 1990,
by failing to make an income tax return on or before April 15,
1991, as required by law, to any proper cfficer of the Internal
Revenue Service; by failing to pay to the Internal Revenue

Service said income tax; by concealing and attempting to conceal

‘.38-
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from all proper officers of the United States of America his true
and correct income through his extensive use of cash and
cashier’s checks; by using false Social Security numbers; and by
handling his affairs so as to avoid making records usual in
transactions of the kind.

All ip violation of Title 26, United States Code, Section

7201,
COUNT THIRTY-FOUR

On or about October 4, 1989, in the Southern District of

Florida and elsewhere, defendant,

MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,

for the purpose of falsely identifying himself, and with intent
to deceive, did falsely represent that his social security
account number was 312-32-4979, whereas, as the defendant then
and there well knew and believed, such number was not assigned to
him by the Secretary of Health and Human Services.

All in violation of Title 42, United States Code, Section

408{g)(2) and Title 18, United States Code, Section 2.

COUNT THIRTY-FIVE

On or about November 18, 1989, in the Southern District of

Florida and elsewhere, defendant,

MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,

for the purpose of falsely identifying himself, and with intent
to deceive, did falsely represent that his social security

- 39 -
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account number was 041-26-5128, whereas, as the defendant thén
and there well knev and believed, such number was not assigned to
him by the Secretary of Health and Human Services.

A1l in violation of Title 42, United States Code, Section

408(g)(2) and Title 18, United States Code, Section 2.
COUNT THIRTY-SIX

On or about November 18, 1989, in the Southern District of
Florida and elsewhere, defendant,

SANDRA A. SIEGEL,
a/k/a SANDY DEBELLA,

for the purpose of falsely identifying herself, and with intent
to deceive, did falsely represent that her social security
account number was 213-32-4979, wﬁereas, as the defendant then
and there well knew and believed, such number was not assigned to
her by the Secretary of Health and Human Services.

All in violation of Title 42, United States Code, Section

408(g}(2) and Title 18, United States Code, Section 2.

COUNT THIRTY-SEVEN

On or about January 25, 1990, in the Southern District of

Florida and elsewhere, defendant,

SANDRA A. SIEGEL,
a/k/a SANDY DEBELLA,

for the purpose of falsely identifying herself, and with intent
to deceive, did falsely represent that her social security

account number was 312-32-4379, whereas, as the defendant then

- A -
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and there well knew and believed, such number was not assignéd to
her by the Secretary of Health and Human Services.

All in violation of Title 42, United States Code, Section
408(g}{2) and Title 18, United States Code, Section 2.

OUN HIRTY~-ETIGH

1. At all times relevant to this Count, A. J. Craddock wvas
a British Subject operating a consulting business doing business,
inter alia, in Nigeria.

2. On or about April 8, 1993, for the purpose of executing
a scheme to defraud, the defendants,

MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,
and
SANDRA A. SIEGEL,
a/k/a SANDY DEBELLA

did transmit and cause to be transmitted in interstate commerce
by means of wire communications, signs, signals and sounds, that
is, a facsimile transmission of a letter from Atlantic Capital
Corporation, Ltd., St. Johns,; Antigua, West Indies to Microlite
World Trade Company in Ft. Lauderdale, in the Southern District
of Florida, purporting to confirm an oral representation that
approximately $120,000,000.00 (US) had been received from the
Niger{an Ministry of Finance and requiring the disbursement of a
fee of $600,000.00 {(US) as a condition precedent to the release
of such $120,000,000.00 (US): which fee was wire transferred by
Craddock on April 13, 1993.

All in violation of Title 18, United States Code, Sections

1343 and 2.

- 41 -
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FORFEITURES
1. Paragraphs 1 through 6 of the Introduction to this

Indictment are hereby realleged and incorporated as if fully set
forth herein.

2. The allegations contained in Paragraphs 1 through 113
of Count 1 are hereby realleged and incorporated as if fully set
forth herein.

3. The allegations contained in Counts 2 through 28 are
hereby realleged and incorporated as if fully set forth herein.

4. Upon conviction of the felony offenses alleged in the
Counts 1 through 28 of this indictment, the United States is
entitled, pursuant to Title 18, United States Code, Section §82

to forfeiture of, and defendants,

MICHAEL A. DEBELLA, JR.,
a/k/a MICHAEL JORDAN,
SANDRA A. SIEGEL,
a/k/a SANDY DEBELLA,
JOSEPH MACALUSO,
shall forfeit to the United States any and all property
constituting or derived from any proceeds obtained directly or
indirectly as a result of the said violation, and any and all of
said property used or intended to be used in any manner or part
to commit and to facilitate the commission of the aforementioned
violation of this Count, including but not limited to the
following:
A. That certain real property located at and known as

2226 N.W. 52nd Street, Boca Raton, Florida, more particularly

- 42 ~
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described as Lot 38, Cedar Cay, according to the Plat thereof
recorded in Plat Book 56, Page 47, Public Records of Palm Beach
County, Florida.

B. $280,000, in United States currency and all
interest and proceeds traceable thereto, in Shat such sum in
aggregate is property which was involved in the aforestated
offenses or is traceable to such property, in violation of Title
18, United States Code, Sections 1656, 2 and 982.

C. Property used or intended to be used in any manner
or part to commit and to facilitate the commission of the
aforesaid violations of these Counts; including but not limited

to:

1. A1l funds in Account No. 07-12248-04,
Commonwealth, Boca Raton, Florida.

2. A1l funds in Account Nao., 52-00073724-06,
AmeriFirst, Boca Raton, Florida.

The Grand Jury alleges the forfeiture of all of the above
items pursuant to Title 18, United States Code, Section 982(b},
the substitute assets forfeiture provision, to the extent

necessary to effect full divestiture from the defendants of all

-43..
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profits, interest, property, proceeds, etc. as set forth above in

detail.
All pursuant to Title 18, United States Code, Section 982.

A TRUE BILL.

FOREPERSON !

KENDALL BRIDLEY COFFEY J\ J
UNITED STATES ATTORNE

pagaug /55/ ol
GREGOBY #. TORTELLA

Special Attorney
U.S. Department of Justj

Senior Trial Attorney
U.S. Department of Justice

- J4d -
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: ) ; " UNITED §. . ISTRICT COURT
N SOUTHERN D1 CT OF FLORIDA

CASE NO. 93-6081-CR-MORENO(s)
UNITED STATES OF AMERICA

V.

MICHAEL A. DEBELLA, JR., et al /

CERTIFICATE OF TRIAL ATTORNEY
I do hereby certify:

1. I have carefully considered the allegations of the
indictment, the number of defendants, the number of probabl.
witnesses and the legal complexities of the Indictment/Information
attached hereto.

2. I am aware that the information supplied on thig
statement will be relied upon by the Judges of this Court in
setting their calendars and scheduling criminal trials under the
mandate of the Speedy Trial Act, Title 28 U.S.C. Section 3161.

3. | This case will take 15 _ days for the parties to try.

4. Please check appropriate category and type of offense
listed below:

(Check onty one) (Chack only one)
I g to 5 days Petty
11 6 to 10 days Minor
III 11 to 20 days X Misdem.
Iv 21 to 60 days Felony S

v 61 days and over

5. Has this case been previously filed in this Court?
. tYes (Yes or No)

1f yes, Judge: Moreno Case No. 93-6081-Cr-Moreno
{Attach copy of dispositive order)

6. This case originated in the U.S. Attorney’'s office prior
to August 16, 1985 __ No (Yes or Noj.

7 .

GREGOBY Ef TORTELLA
ASSISTANT UNITED STATES ATTORNEY
Filorida Bar No.
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
PENALTY SHEET *

Defendant Name MICHAEL A. DEBELLA, JR. Case No. _93-6081~CR-MORENQ

Count # _1

Max. Penalty:

$10,000/5 YEARS IMPRISONMENT

Count # _2-3:38

Max. Penalty:
$1.000/5 YEARS IMPRISONMENT

Count # _5-22

Max. Penalty:
$500,000/20 YEARS IMPRISONMENT

Count # _23-29

Max. Penalty:

$500,000/20 YEARS IMPRISONMENT

Count # _30

Max. Penalty:
$1,000Q,000/30 YEARS IMPRISONMENT

Count # _ 31-33

Max. Penalty:
$250,003/5 YEARS IMPRISONMENT

Pageiof 1

. Thia is mersly # pecliminazy estimate of the mudmum possible incarcersion, 1t does 5ot include any other possible ooszquence induding bt fiot limited to fing, special
asscssent, cesticution, speciel parole, probation, supervsed refesss, atc
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
PENALTY SEEET #

Defendant Name JOSEPH MACALUSQ Casge No. _83-6081-CR~MORENO

Count # _IX

Max. Penalty:
$10,000/5 YEARS IMPRISONMENT

Count #

Max. Penalty:

Count #

Max. Penalty:

Count #

Max. Penalty:

Count #

Max. Penalty:

Count #

Max, Penalty:

Page ol |

* This is merely 3 prefiminaty evlimate of the madaum possible incarcecation, It does tot indude aoy nifier ponible sonsequense lnviudiog bk not limited (o fine, spocial
axyessmICnt, resttution, spetiat parele, probation, supervised cefease, etc.
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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
PENALTY SHEET %

Defendant Name SANDRA A. SIEGEL Cage No. _$3-6081-CR-MORENO

Count # _1

Max. Penalty:

$10,000/5 YEARS IMPRISONMENT

Count # _4:38

Max. Penalty:
$1.000/S YERRS IMPRISONMENT

Count # _5-22

Max. Penalty:
$500,000/20 YEARS IMPRISONMENT

Count # _23-29

Max. Penalty:
. $500,000/20 YEARS IMPRISONMENT

Count # _36-37

Max. Penalty:
$5,.000/5 YERRS IMPRISONMENT

Count #

Max. Penalty:

Page Tof L

. This is erecely a prelimintsty estimate of the maximum possible incarceration, Tt does not nchide any other possible consequence inctuding but ot limited to fire, special
sssenement, restitution, spesial parols, prabation, tuperviesd relsice, ate.
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UNTTED STATES DISTRICT OOURT
SQUTHERN DISTRICT OF FLORIDA.

PENALYY SHEET *

Defendant Name MICHAEL A, DEBELLA, JR. Cage No. _93-6081-CR~MOREND

Count # _34-35

Max. Penalty:
$5,000/5 YERRS TMPRISONMENT

Page2of 2

This e mecely 3 prebiminaty estimate of he marimun possible incarceration. (¢ does not include an othier possible consequeacs induding but not fiited ta fine, special
asscsvmont, testilution, special parole, probation. supervised crlense, stc

Bcanned Image - 093cr6081 Document 78 page 49 Fri Jun 18 09:25:38 1999



4014

B e UV
IIIIII 6L°Qy TTTT T T T T T T o
App—— =TT T sty pnos uado Wy pajg
_ :BENLD&
gy
7yel Osht 81
£YET Osn g1

80% 0sn gy THET OSn 81
1024 0Sn 92 TLE 080 81

20T O Y AN TANT

|||||||||||||||||||||| QS0TYOYM BdISOL
V113890 AUNVS B/3/E “TI0HIS VHANVS
uBpIOr TRRYIYN B/3/E ML VIIH€3Q 'V LIVHOIW

VORIV dO SELV.LS Q41INN dHL

Scanned Image - 093cr6081 Document 78 page 50 Fri Jun 18 09:25:38 1999



4015

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
NORTHERN DIVISION

UNITED STATES OF AMERICA, ) Docket No.
} 93-6081-Cr-HURLEY
Plaintiff, )
) West Palm Beach, Fl.
v. ) December 18, 1995
) 1:30 p.m.
SANDRA SIEGEL, )
) .
Defendant . )
)

TRANSCRIPT OF SENTENCE HEARING
BEFORE THE HONCORABLE DANIEL T.K. HURLEY

APPEARANCES :

For the Government: *  DAVID FARNHAM and GREGG TORTELLA,
Department of Justice.

For Defendant Siegel: DAVID BOGENSCHUTZ, ESQ.

Court Reporter: Pauline A. Stipes C.S.R, C.M.

United States Courthouse
West Palm Beach, FL 33401

Pauline A. Stipes
Official Federal Reporter
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MR. BOGENSCHUTZ: I have.

THE COURT: The very filing of those cast the burden
on the Government to come forth with competent evidence to
establish those facts.

So, let me turn to counsel for the Government.

MR. TORTELLA: Your Honor, with respect to the first
objection, paragraph 8, essentially -- I am not sure whether
you would like a proffer or prefer to hear from the agent.

THE COURT: As I understand the case law, it is
incumbent upon you to produce competent evidence.

MR. TORTELLA: The Government would call Special  Agent
John Wilkinson to the stand. )

THE COURT: I will ask you to hold on a second. Agent,
you may be seated.

JOHN WILKINSON, GOVERNMENT WITNESS SWORN.

THE COURT: Would you state your full name for the
record, please, and would you spell your last name.

THE WITNESS: John Wilkinson, W-i-1-k-i-n-s-o-n.

THE COURT: Give me just a moment, if you would,
please. All right. Counsel, please proceed.

DIRECT EXAMINATION
BY MR. TORTELLA:
Q. Where do you work?
A. Special Agent with the Internal Revenue Service.

Q. How long have you been employed with the Internal Revenue

Pauline A. Stipes
Official Federal Reporter
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Service?

A. Approximately 21 years.

Q. Were you involved in an investigation of Sandra Siegel?
A, Yes, I was.

Q. Were you also involved in an investigation with Michael
DeBella?

A. Yes.

Q. Who is Sandra Siegel?

A. She is the girlfriend and lives with Michael DeBella.
Q. And were Miss Siegel and Mr. DeBella involved in a
business?

A. Yes, United Bank International.

Q. Where was United Bank International located?

A. Igland of Anguilla, West Indies.

Q. When was United Bank Internaticnal formed?

A. 18586.

Q. June 23, 198672

A. I believe so.

Q. And what did Mr. DeBella and Miss Siegel do with United
Bank International?

A. Offered to produce financing for individuals in terms of
letters of credit, lines of credit, locans.

Q. What was Mr. DeBella’s position at the bank?

A. I believe he was chairman, president, director.

Q. And Miss Seigel’'s position?

Pauline A. Stipes
Official Federal Reporter
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A. I saw on one document where she signed as secretary of
United Bank International, and she signed as a free agent of
United Bank International.

THE COURT: She signed as what?

THE WITNESS: Secretary.

MR. TORTELLA: May I approach?

THE COURT: Yes. I would ask that you wark any
document you show the witness for identification, beforehand.

THE COURT: You said she signed as secretary of the
corporation, and how else?

THE WITNESS: Agént of the corporation.

THE COURT: All right.
BY MR. TORTELLA:
Q. Agent, I am handing you Government Exhibits Siegel 1 and
2. I ask you to look at Siegel 1 and ask if you can identify
that?
A. Yes. This is an affidavit filed in Palm Beach County
gsigned by Sandra Siegel.
Q. And in paragraph one, in what capacity does she represent
herself in that affidavit?
A. I am an agent of United Bank International, W.I. Ltd..
Q. I would like to direct your attention to Government Siegel
2 and I ask you to identify that document.
A. This is an application for an account of United Bank

International at Credit Bank.

Pauline A. Stipes
Official Federal Reporter
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Q. I would ask you to turn to Bate stamp number 645, and if
you can identify this document within Ex. No. 2?

A. It is the annual return of United Bank International West
Indies, Ltd., made on the 25th of January, 1988.

Q. And whose names appear at the bottom, Mr. Wilkinson?

A. Michael DeBella, Sandra Siegel as secretary.

Q. Thank you. witﬁ respect to the financing that you
mentioned earlier, how was the letters of credit, lines of
credit, or whatever type of financing, how was that going to be
provided to the victims?

A. I don’'t understand the question, I am sorry.

Q. How was UBI going to issue a letter of credit, or any.tjpe
of financing? Would you explain the wmechanics?

A. They would meet with the prospective borrower, they
required some type of advance fee be paid to the bank. 'If they
met the requirements, letter of credit would be issued.

Q. When you say they, who are you referring to?

A. Excuse me?

Q. When you say they?

A. The bank, Mr. DeBella, usually.

Q. How about Miss Siegel?

A. I don’t recall any specifics for her.

Q. What was Miss Seigel’s position at United Bank
International?

A. She signed as secretary and agent.

Pauline A. Stipes
Official Federal Reporter
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account?

A. I don’t remember the specific number. I believe like
$70,000. I don’t know the exact number.

Q. And --

THE COURT: Let me stop you for a second. I want to
make sure I understand this.

When a bor%ower would wish to purchase a letter of
credit, the borrower would provide an advance fee. This fee
would go to a bank in New York?

THE WITNESS: Yes --

THE COURT: Which would then wire the money to its bank
in Antigua, and then it would go from the -- into an acco;ni
for United, whatever the name of this bank ig, United Bank
International, and go back to New York, and put into an
account, either Mr. DeBella’s or Miss Seigel’s account?

THE WITNESS: Yes.

THE COURT: These are moneys come from borrowers, made

that route to Antigua, and went back to New York, and $70,000

ended up in Miss Seigel’s personal account?

THE WITNESS: Yes, that is correct.

THE COURT: All right. Mr. Wilkinson, did you conduct
an analysis of Sandra Seigel’s bank account at AmeriFirst
Bank?

THE WITNESS: Yes, I did.

THE COURT: Where is AmeriFirst Bank located?

Pauline A. Stipes
Official Federal Reporter
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THE WITNESS: In Boca Raton.
BY MR. TORTELLA:
Q. If you would, I will address my attention --

There is a short holder in the back of the room.

MR. TORTELLA: Your Honor, this exhibit will be marked
Siegel No. 3.

THE COURT: Marked for identification, Siegel 3.

BY MR. TORTELLA:

Q. Agent Wilkinson, would you explain to the judge exactly how
the moneys, the flow of the money went from the victims and
into the defendants’ bank account, just so it is clear how the
flow of the money worked. ’

THE WITNESS: May I step down, Your Honor?

THE COURT: Yes, you may. There is a pointer on the
other stand if you need that.

MR. TORTELLA: This is referred to in the PSI, page 9.

THE COURT: All right.

THE WITNESS: This top line here is the amount of fees
that the victims paid to United Bank International. What they
would do is wire transfer the funds into the Bank of New York
account. Swiss American had an account in Bank of New York.

THE COURT: I will ask you to hold on a second.

Money would come from?

THE WITNESS: These are the victims.

THE CQURT: Where did it go?

Pauline A. Stipes
Official Federal Reporter
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THE WITNESS: Intc the bank account where there was an
account in the name of Swiss American National Bank of
Antigua.

THE COURT: Now, what is Swiss American National Bank
of Antigua?

THE WITNESS: A local bank.

THE COURT: Bank of New York, used to be Irving Trust,
a regular bank.

THE WITNESS: Yes, they are a major bank. Wire
transfers go through the major banks.

THE COURT: All right.

THE WITNESS: It would be wired from this account into
Swiss American National Bank. United Bank International had an
account at Swiss American National Bank of Antigua. The funds
would end up in that account.

THE COURT: All right.

THE WITNESS: They would be taken back out of the
account, wired back to the Bank of New York.

THE COURT: Does any of the activity indicate that
Miss Siegel had any role in taking the money out of the United
Bank International account in Antigua, and sending that money
back to the Bank of New York?

MR. TORTELLA: Your Honor, I am sorry to interrupt, we

will be putting on another witness with respect to that

" specific question.

Pauline A. Stipes
Official Federal Reporter
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THE COURT: All right. Agent, you may go ahead.

THE WITNESS: Once the money is in the Bank of New
York, it would be distributed to the accounts controlled by Mr.
DeBella or Migs Seigel’s, People’s Bank in Connecticut, in the
name of Marlboro Village, which is a trailer park operated by
Mr. DeBella, and AmeriFirst in the name of Sandra Siegel, and
some of the funds would go into the Commonwealth Savings & Loan
in the name of Atlantic Capital.

THE COURT: Did this appear to be a pattern that all of
the moneys followed this general trail?

THE WITNESS: Yes.

THE COURT: And I think the question that started this
off dealing with the year 1970, $70,000 of this money ended up
in the AmeriFirst account. $70,000 traveled the route that you
have just discussed and actually ended up into Miss Seigel’s
AmeriFirst account?

THE WITNESS: That was in 1990.

MR. TORTELLA: I am going to show the witness Siegel
number 4 marked for identification. Would you tell the judge
what this document is.

THE COURT: For purposes of this hearing, that is being
marked Government’s Ex. No. 4.

THE WITNESS: Siegel 4.

This is wired from United Bank Intern;tional to

accounts in United States.

Pauline A. Stipes
Official Federal Reporter
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BY MR. TORTELLA:
Q. What did you base this on?
A. Bank records in AmeriFirst, Commonwealth, People’s Bank,
and Bank of New York.
Q. What records are we talking about?
A. Wire transfer records.
Q. And, specifically, for the year 1990, with respect to the
AmeriFirst account, how much money was wire transferred into
that account?
A. 89,000 wire transferred in, 12,000 of that went into
people’s bank, approximately 77,000 was wired into AmeriFirst
account.
Q. Whose the signator on this account?
A Sandra Siegel.
Q. Anyone else?
A No.
Q. 1Is this the account that used a false Social Security
number?
A. Yes, it.was.
Q. All right. You may take the stand.

Was the transfer of the 77,000, were you able to
determine where those moneys came from?
A. Yes. They all came through the Bank of New York,
originally from United Bank International.

Q. Were these the moneys that were wired by the victims

Pauline A. Stipes
Official Federal Reporter
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originally?

A. I believe so.

Q‘ With respect to Miss Seigel’s role at United Bank
International in addition to receiving telephone calls and
faxing documents, with respect to dealing with the customers,
what., exactly, did she do if they requested either their lette:
of credit, or their refund of their advance fee? What would
she usually tell them in a typical situation?

A. She would usually defer it to Michael DeBella. You have to
talk to Mike about that.

0. How would she defer the victim, if you will ?

A. She basically put them off, and say I will have Mike call
you back. I will take a message. I don’t know that much about
it.

Q. Did that occur in every transaction that you investigated?
A. No. Not every, some instances, not in every one.

THE COURT: What is the time frame over which this
activity occurred?

THE WITNESS: The bank opened in 1986, and continued
right up until the time it was closed, and actually several
transactions occurred after the bank lost its license
BY MR. TORTELLA:

Q. When did the bank lose its license, Mr. Wilkinson?
A, May 1990.

Q. After the victims --

Pauline A. Stipes
Official Federal Reporter
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THE COURT: Could I stop you for a second?

In studying the operations of the bank in Antigua,
talking about United International Bank, does your
investigation disclose, or did your investigation disclose
whether that was a legitimate bank?

In other words, did they engage in any legitimate
activities, or was it simply a front for a fraudulent
enterprise?

THE WITNESS: I believe it was a front for a fraudulent
enterprise. I am not aware of any successful transaction.

THE COURT: Is that all it did is engage in the effort
to solicit people who wanted letters of credit, take their fees
and keep the feesg?

THE WITNESS: Yes.

THE COURT: This is not a bank that did legitimate
business. You are suggesting that the whole thing was a sham
or scheme?

THE WITNESS: I am not aware of any legitimate
business.

THE COURT: All right.

MR. TORTELLA: Your Honor, may I approach the
witness?

THE COURT:. Yes, you may.

BY MR. TORTELLA:

Q. I hand you Govermment Ex. No. 5. Would you identify that

Pauline A. Stipes
Official Federal Reporter




Te — YAy bbbl e

critddock Enqm‘a,-rmq the . A Tel:
151 La dofta Do . " Tt
Santa Bartiaea CA 93104 {365} 3971366
usa

-
#(ugs) gu7.1863

On May 3rd of this year, Michael DeBells pleaded guilty to stealing $600,000 from our Company and
Iaundaring it through the Bank of Naw York, NY.

On December 18th, he was sentenced to 51 months in Federal custody for this crime, and the Federal
Judge ordered restitution of the $600,000 to us.

Attached pleasa find relevant documenta.

You are req d therafore to immdiately return the $600,000 to Craddock'’s account at the
originating back, Barclays Bank PLC,

a/c # 68125199 Craddeck UK L.,

London Inzernational Banking Centre

Clifton Hease - /—:E((
83/117 Euston Road e - .

London NW1 2RA  Sart code 20-30-19 T

Should you have any questions, please giveme a cal}

BEC27 19535
LEGAL

AJ. Craddock
President

A WS

WMancmso

Attach:

BNYSEN06927
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January 24, 1996

Mr. A. J. Craddock
President

Craddock Engineering Inc.
151 La Jolla Drive

Santa Barbara, CA 93109

Dear Mr. Craddock:

I am 2 Vice President of The Bank of New York (“BNY™). Your December 216, 1995
correspandence with attachments, addressed to Mr. Thomas Renyi. has been referred to me for

investigation and response.

fn your letter, you request that BNY reumn $600,000.00 that one Michael DeBella allegedly
taundered through BNY. You enclosed with vour letter an excerpt from a transcript of a hearing at
which Mr. DeBella plead guiity to wire fraud. You alsc enclosed a copy of purported instructions
to wire the $600,000.00 to BNY for further credit to Swiss American National Bank of Antigua for
further credit to Commonweaith Investment Corporation.

After an intensive investigation. we have determined that BNY was not involved in the alleged funds
transfer and that we have no aflegedly laundered funds to returm:

In fact, Barclays Bank, PLC, London has confirmed that BNY was not involved in this transaction.
Barclays Bank, PLC, London advised us that they paid the funds to Barclays Bank, PLC, New York
who in turn paid Morgan Guaranty for account of Midland Bank, London favor Swiss American
National Bank of Antigua for credit to the Commonwealith Investment Corporation.

We hope that the above information is of assistance to you in this matter.

Very truly yours,

;)' vaj\_% C‘Q"&u—?
Frank Dilorenzo, VP
Funds Transfer Division
Tel:  (315) 765-4098
Fax: (315) 765-4305

BNYSEN06926



4030

Craddack Engriewtongne
451 La Jolta Brav

Sant. Barbars CA MII0Y
UsA

Thank you for your letter dated January 24th on the above subject {$600,000 Michaal Debella)

We will follow up on the information that you have given us.

BNYSEN06925
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IN THE HIGH COURT OF JUSTICE

ANTIGUA AND BARBUDA

(CIvIL)

SUIT NO: 213/18986

BETWEEN:

ANTHONY J. CRADDOCK
CRADDOCK (UK) LIMITED
Judgment Creditors
and
MICHAEL A. DEBELLA, JR.
ATLANTIC CAPITAL CORPORATION LIMITED
COMMONWEALTH INVESTMENT CORPORATION
Judgment Debtors

and

SWISS AMERICAN BANK LTD. Garnishee

AFFIDAVIT"

I, BRIAN STUART YOUNG Banker of Swiss American Bank Limited make oath and

say as follows:-

1.

That I am the Manager of the Swiss American Bank Limited, the Garnishee
herein and I make this affidavit with the knowledge and consent of the said
Bank.

That I have held the position of Manager of Swiss American Bank Limited since
June 1966.

By virtue of my position with Swiss American Bank Limited, | am familiar with
the facts and circumstances of this case by reference to bank records and
correspondence related to the relevant accounts and based on my personal
knowledge of the current status of the relevant accounts.

An account in the name of Commonwealth Investment Corporation, Account
No. 1215601 was established by Michiael A, Debella on 3rd September, 1992
at Swiss American Ban.l‘( Limited.

To the best of my knowledge and belief the usual procedures for establishing

a bank account were followed.

On the 13th April, 1993 the sum of US$600,000.00 was wire transferred by
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2.
Barclays Bank Plc, England at the request of Craddock (UK) Limited, to Swiss

American National Bank of Antigua for the credit of Commonwealth Investment

Corporation, Account No. 1215601.

In view of the fact that the said Account No. 1215601 was not held at Swiss
American National Bank of Antigua but at Swiss American Bank Limited, the
funds amounting to US$599,993.00 (that is US$600,000.00, less Bank
charges] were subsequently credited to Account No. 1215601 at Swiss
American Bank Limited on the 14th April. 1993. (See Exhibit No. 1)

As per usual banking practice, funds which are credited to an account by wire
transfer are immediately cleared to the account.

At the time the funds were received by Swiss American Bank Limited, Account
No. 1215601 had a credit balance of US$55,792.65. The balance on the
Commonwealth Investment Corporation accountafter receipt of the said funds
by wire transfer. stood at US$654.810.65 on 14th April, 1993. (See Exhibit
No. 1).

Between the 15th April, 1993 and the 20th April, 1993 a total sum of
US$642,977.97 was debited fromn Commonwealth Investment Corporation
Account No. 1215601 by the payment of cheques drawn on the account by the
proper signatory to the account which cheques were numbered as follows:-
Cheque No. 14652 on 15th April 1993 for US$15,000.00

Cheque No. 14653 on 15th April, 1993 for US$101,030.00

Cheque No. 14651 on 15th April, 1993 for US$265,067.97

Cheque No. 14654 on 19th April, 1993 for US$25,000.00

Cheque No. 14655 on 19th April, 1993 for US$224,180.00

Cheque No. 14656 on 20th April, 1993 for US$12,700.00

(See Exhibit No. 1)

At the close of business on 20th April 1993, the balance on Account No.
1215601 stood at US$11,832.68.

At no time after the above withdrawals did the balance on the account exceed
US$15,660.98. The account was finally zero balanced and closed on the 10th
August, 1993. (See Exhibit No. 1)

Our files and records do not reflect any correspondence regarding the account
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or transactions thereon or any queries raised by the Judgment Creditor or any
other party up to and including the time that the account was closed on the
10th August, 1993.

In December 1994, Gregory E. Tortella of the Tax Division, US Department of
Justice sought, by Court Order. the co-operation of Swiss American Bank
Limited, in providing information on accounts held by Mr. Debella including
Account No. 1215601 in the name of Commonwealth Investment Corporation.
Records and documentation in respect of the said account were provided
accordingly by Swiss American Bank Limited in compliance with the Court
Order.

On the 27th October, 1995, Swiss American Bank Limited received
correspondence from the Judgment Creditor's attorney John C. Mattes Esq
requesting th_gt Swiss American Bank Limited refund to the Judgment Creditor
the sum of US$600,000.00 transferred to Account No. 1215601 on the 13th
April, 1393, whereupon the attorney for Swiss American Bank Limited advised
Mr. Mattes in response, on the 3rd Novernber, 1895, the proper procedure for
disclasure of information relating to bank accounts. (See Exhibit No. 2)

Two further accounts in the name of Atlantic Capital Corporation Limited.
Accounts No. 1001401 and 1001431 were opened in Swiss American Bank
Limited in 1992 and 1993 respectively, with Michael A. Debella and Sandra A.
Seigal as signatories.

Account No. 1001401 was subsequently closed on the 29th July, 1993 (See
Exhibit No. 3} and account No. 1001431 was closed on the 8th September,
1993. (See Exhibit No, 4}

Since 1993 when all relevant accounts were closed Swiss American Bank
Limited has ceased to hold any funds or accounts in the name of Michael A.
Dehella Jr.. Atlantic Capital Corporation, or Commonwealth Investment
Corporation, and I do not know of any account relationship which presently
exists with Michael Debella Jr., Sandra A Seigal or companies controlled by

Michael A. Debella Jr. or Sandra A. Seigal.
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Senate Permaunent Subcommittee
On Investigations

EXHIBIT # 6lg

Exhibit 61g.

Fortuna Alliance fraud documents
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UNITED STATES DISTRICT COURT
‘WESTERN DISTRICT OF WASHINGTON

FEDERAL TRADE
COMMISSION,
Plaintiff,
V.
Civ. No. C96-799M
FORTUNA ALLIANCE,
LLC,
AUGUSTINE DELGADO, PLAINTIFF'S MEMORANDUM IN SUPPORT
OF CONTEMPT APPLICATION
LIBBY GUSTINE WELCH,
DONALD R. GRANT, and
Hearing Date:
MONIQUE DELGADO,
Time:
Defendants.
Place:
L SUMMARY

On February 24, 1996, this Court entered a Stipulated Final Judgment and Order as to
Certain Defendants (“Order”).(1 The Order settied FTC charges that defendants were
operating an illegal pyramid scheme. The Order contained a permanent injuaction
prohibiting further operation of any pyramid or chain letter scheme and prohibiting
material misrepresentations about any marketing or investment program. It required
defendants to pay $2.8 million initiaily, plus any additional amounts necessary to pay all
refund claims made during a program administered by a Redress Contractor employed by
the FTC. It also required defendants to provide various contractual and promotional
documents to the FTC so the FTC could menitor defendants' comapliance with the Order.

Defendants pegan violating the Order the same day it was entered. To convince members
not to seek refunds (i.e., to retain their memberships), they and their attorney, Robert
Sailer, misrepresented that the settlement was a dismissal of all charges against Fortuna
and a determination that Fortuna had been running a legitimate, muliti-level marketing
operation. {2 Concurrent with its efforts to convince consumers it had been fully
vindicated, Fortuna was promoting its revised program, called "Fortuna Alliance 11",
which appears to differ little from the original program and which is being marketed
heavily to participants in the original program. Over time, defendants and Mr. Sailer
continued and enhanced these false claims of vindication with other related
misrepresentations, including a direct attack on the integrity and faimess of this Court.

Defendants have refused to provide compliance materials that might reveal further
misrepresentations about Fortuna Alliance I1. They failed to assist the Redress Contractor
in identifying members eligible for refund notices, necessitating significant extra work by
the FTC and delaying the refund program. Most significantly, they have failed to provide
the additional funds necessary to pay refund claims in excess of the amount avajlable in
the original redress fund, a deficiency of over $2 million. Had Fortuna complied with the
Order, consumers could have received their refunds by the end of July 1997. Instead,
more than 9,000 consumers with over $5 million in claims have received nothing
becanse of defendants’ delays and failure to pay the deficiency.(3)

7/18/2000 12:30 PM
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The FTC has repeatedly asked defendants to comply with the Order, with no success.
The FTC now seeks this Court's assistance to obtain compliance with the Order. The
proposed civil contempt sanctions would require defendants immediately to pay the $2
million deficiency. If defendants do not do so, the FTC and the Redress Contractor would
be anthorized to make pro rata payments while collection efforts proceeded. Defendants
would be required to publish and mail to all current and past members a statement
retracting their misrepresentations and providing additional time to request refunds. They
would have to provide to the FTC copies of various documents related to their activities
since entry of the Order. Finally, defendants would be charged with attorney fees and
costs for this contempt action.

1. BACKGROUND AND PRIOR CONTEMPT

Fortuna Alliance was another in a long line of pyramid schemes that have caused
financial losses to consumers and occupied local, state, and federal law enforcement
officials for decades. What distinguished Fortuna was its success in using the Internet to
achieve rapid growth on an international scale. Fortuna itself claimed over 50,000
memberships worldwide.

The lowest level of membership was "Elite". Each Elite membership cost $250 and
promised a $5,000 per month return without any product sales. Two higher levels of
membership, Premier (at $600) and Ambassador (at $1,250), promised greater profits and
other benefits. Members could purchase up to seven memberships at each level, with a

total potential investment of $14,700. [p. 162, Ex. 514

The FTC filed its complaint against the defendants on May 23, 1996, along with an ex
parte motion for a Temporary Restraining Order ("TRO"). This Court issued the TRO on
May 24 and, after a hearing where defendants were represented by counsel, the Court
entered a Preliminary Injunction ("PI") on June 12. The TRO and PI both prohibited
further marketing of the Fortuna Alliance pyramid scheme or any related program, froze
Fortuna's assets, placed a receiver in charge of Fortuna, and required repatriation of
millions of dollars that Fortuna had transferred to a bank in Antiguna, West Indies. This
Court also entered an Order of Contempt on June 12, citing defendants for failing to
repatriate foreign funds and provide an accounting.

‘When Fortuna still failed to repatriate any money after the Order of Contempt, this Court
issued civil arrest warrants against defendants Delgado, Welch, and Grant on June 27,
1996. The defendants avoided arrest only by staying out of the United States. They never
complied with the repatriation order. The arrest warrants for Delgado and Welch were
not lifted until the settlement was entered on February 24, 1997, Pursuant to the
settlement, defendants repatriated $2.8 million from Antigua.

INI. VIOLATIONS OF THE ORDER

Since entry of the Order, the defendants have been busy promoting their revised program,
Fortuna Alliance IT ("FA2"), and trying to convince members not to seek refunds. Their
World Wide Web sites are filled with promotions for FA2. [pp. 25-42, 46-55 , Ex. 2]
They have sent multiple and lengthy letters to individual members. [pp. 38-46, Ex. 2]
They have held a "leadership conference” at a resort in Aruba. [pp. 166-67, Ex. 5] What
they have not done is comply with the Order.

A court's authority to impose sanctions for contempt of its orders is an inherent and
integral element of its powers. See, e.g., Gunn v. University Comm. to End War, 399 U.S.
383, 389 (1970); Davies v. Grossman, 930 F.2d 1390, 1393 (9th Cir. 1991). This Court
has already imposed civil contempt sanctions for violations of its P in this matter. The
Court's continuing jurisdiction to enforce its decree is also made explicit in the Order

(§ XV1). The standard of proof for a finding of civil contempt is clear and convincing

718/2000 12:30 PM
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evidence. Balla v. Idaho State Board of Corrections, 869 F.2d 461, 466 (9th Cir. 1989);
U.S. v. Powers, 629 F.2d 619, 626 n.6 (9th Cir. 1980).

A. Failure to Pay the Deficiency in the Redress Fund

Order § I entitles Fortuna members to full refunds of ali membership fees, under a
program to be administered by a Redress Contractor employed by the FTC.8) On. July
17, 1997, the Redress Contractor delivered to defendants the first list of eligible claims.
There were 9,158 claims totaling $4.81 million. [p. 128, Ex. 5] Since there was only $3.1
million in the redress fund {6} defendants were then liable under the Order for the

$1.7 million deficiency. Fortuna paid none of it.

The Order left to the Redress Contractor the job of administering the program in
accordance with its standard procedures. In response to a request from defendants, the
FTC agreed (o allow them an opportunity to question claims, and directed the Redress
Contractor to give defendants five days to challenge any approved refunds. Defendants
reaffirmed their satisfaction with that schedule as recently as July 16, 1997. [p. 125, Ex.
5] Our mutual expectation was that defendants would document their challenges and the
parties would aitempt to resolve any differences without involving this Court.

Defendants "challenged” 674 of the claims. [pp. 131-32, Ex. 5] However, a whole
category of defendants' "challenges" appeared to be inapplicable. Defendants had earlier
insisted that Premier and Ambassador membership fees were not subject to refunds, an
exclusion that doesn't exist in the Order. Defendants argued that higher level members
had made more "well thought out decision[s}" about their memberships and were
therefore disqualified from refunds. {pp. 107-8 , Ex.5] However, the Order's restrictions
on cligibility are very narrowly drawn.(D They include no distinction based on the
supposed thoughtfulness of the consumer.

Another problem with defendants' challenges was that the employee who prepared the
674 challenge figure stated in writing that

the number of "challenged” requests are much higher than they could be. If we could be
allowed to continue the review, I feel that in another week we could have that number
reduced considerably. [p. 133, Ex. 5]

We have never seen the results of the employee review that would have "reduced
considerably" the number of challenges. Finally, the computer printout defendants
supplied in supposed support of the challenges was indecipherable. We asked for further
documentation of the challenges but defendants never provided it. [pp. 134-35, Ex. 5]
The Redress Contractor made a similar request, also ignored by defendants. [pp. 1-3,
Bennett Decl. § 13, Ex. 1] As a result, we cannot tell how many of defendants 674
challenges were for Premier and Ambassador membership fees or even how much of the
claims defendants challenged.

We waited over a month for defendants to document their challenges. Finally, on
August 29, 1997 we requested that defendants pay the $1.7 million deficiency to the
Redress Contractor. [pp. 134-35, Ex. 5] We offered to allow some of that money to be
placed into escrow pending resolution of the few disputed claims. Defendants paid
nothing. On September 9, they said they could not respond because they wanted more
time to review the claims they had not challenged and their records were in too much
disarray to give us any other reply. [pp. 136-37, Ex. 5]

This was not defendants' first major delay. Order § IV obliged Fortuna to provide
membership information to the Redress Contractor,(8) who would then notify members
of their right to a refund. All Fortuna did, however, was insist that the FTC provide most

- of the membership information. It provided barely 10% of the names, and even that list

7/18/2000 12:30 PM
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was so late that the Redress Contractor had to do two separate mailings to Fortuna
members and delay completion of the claims program.(2 -

‘While Fortuna was delaying Order compliance because of supposed problems with its
files, its records were not in too much disarray to make repeated promotional mailings to
members, 19 including individualized calculations of hypothetical profits members
might have received if Fortuna had continued the pyramid scheme. [pp. 122, 159, Ex. 5]

On October 20, 1997, the Redress Contractor forwarded its update of the earlier taily of
eligible claims to Fortuna. This report (with a database in computer-readable form)
included all the new refund claims processed since the July 17, 1997 report, together with
a small number of changes in the original list due to rescinded refund requests and
technical revisions. Even taking into account all the rescissions and changes, Fortuna's
deficiency still increased by approximately $300,000, to a total of $2,024,411, including
projected administrative costs. [pp. 1-3, Bonnett Decl. 14, Ex. 1]

The Redress Contractor followed its standard procedures for administering redress funds
in FTC cases. It verified that any documentation submitted with a claim form conformed
with the claim. It verified that each refund claim was signed under penalty of perjury. [p.
3, Bennett Decl. { 16, Ex. 1] The contractor also provided documentation, both printed
and electromic, to defendants whenever they requested it. {/2., § 15] The FTC waited to
file this motion until the challenge period for the new claims expired on October 27. Any
longer would have been unfair to the consumers who have been waiting for months to
receive their refunds. It is time for Fortuna to pay the ordered redress in full.

B. Failure to Provide Any Compliance Monitoring Materials

The Order requires that defendants provide to the FTC, upon request, copies of "each
type of contract or agreement used with members or participants in the program"

(§ X.A.1); "all printed advertisements or promoticnal materials refating to the program™
(§ X.A.2); "all advertising or other promotional or commercial material made available
through any fax-back service" (§ X.A.4); and "records for every consumer complaint or
refund request and responses thereto” (§ X.B). Other provisions of § X require similar
production of information and documents. The FTC has made repeated, written requests
for these materials. [pp. 109,110, 118-19, 120-21, 127, Ex. 5] Defendants have expressly
refused to provide them. (pp. 113-14, 129-30, Ex. 5#]

Defendants only gave reasons for refusing to provide certain categories of documents (11
For example, defendants appear to contend that every document they have disseminated,
except for a single, small brochure they did provide [p. 115, Ex. 5], is an "internal
membership communication”, subject to a supposed Constitutional protection applicable
to "exchanges between bers of a private company or organization.” [pp. 113-14, Ex.
5] Defendants did not cite, and the FTC has not found, any legal basis for this argument.
In addition, bad there been such a protection, defendants would have waived it when they
agreed to the settlement.

Defendants also contend that Order references to "promotional materials" mean only
materials "used to solicit new members.” [pp. 113-14, 129-30, Ex. 5] This restriction
does not appear anywhere in the Order.{12) Nor does it make sense in the context of any
program where members recruit other members. The essence of pyramid schemes and
multi-level or network marketing is that mernbers recruit other members. Program
descriptions, training materials, and the like are all part of this ongoing promotional
system.

1t is obvious that Fortuna has engaged in ongoing promotions to its existing membership.
1t has exhorted them not to seek refunds, extolled at great length upon the virtues of its

- upcoming programs, and even solicited new investments. Some of the materials

7/18/2000 12:30 PM
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defendants refused to provide are available publicly, via paid newspaper ads and
published press releases, the World Wide Web, and Fortuna's “fax-back" service. Fortuna
itself calls many of the documents it has refused to provide "marketing materials."(13)
Still, defendants have repeatedly failed or refused to provide copies ta the FTC, in
violation of Order § X. This has delayed and interfered with plaintiff's right to moniter
defendants' new programs to protect the public interest.

There is good reason to be suspicious of Fortuna's motives in withholding the docurents.
A document [p. 153, Ex.5] Fortuna has sent to consumers says:

The new Fortuna Alliance II will be similar to the "original” Fortuna Alliance in most
ways. It was very good as it was and the primary reasons to change any part of it are:

1. to protect it from interference by governmental agencies of any country . . .

This suggests that FA2 may be no more than a repackaged pyramid scheme, now offered
in a manner (or from an offshore location) designed to evade scrutizy by law
enforcement officials. If FA2 really is similar to the original Fortuna, it will certainly
violate the Order. But without full documentation of the program, it would be a waste of
the Court's time to examine FA2 now. The first step is to order production of the
compliance monitoring documents.

C. Misrepresentations Concerning the Settlement and State Enforcement Actions

Since we do not have most of defendants’ promotional materials, we are not yet prepared
to say whether Fortuna's new program violates Order § I, which pl‘OhlbltS running
pyramid or chain letter schemes. Iowever, their false claims about the settlement and
state enforcement actions do violate Order § II, which prohibits making material
misrepresentations in connection with promoting Fortuna's programs.(14} Mr. Sailer, the
author of many of those false claims, is liable for his own conduct both as an attorney
and as a publicity agent for Fortuna (15

Defendants' initial promotional goal appears to have been to convince members not to
seek refunds. One of the ways they have approached this is to repeatedly issue statements
stating or implying that they won the case and that the Court ruled that Fortuna was not
running an iliegal pyramid scheme. Their press releases, mailings, and World Wide Web
postings have contained numerous misrepresentations about the settlement. They have
ignored our requests to correct the misrepresentations.

thm days of the settlement being issued, Fortuna issued a press release and a "Member
Communication” document containing clalms like:

"Fortuna Alliance Cleared of All Charges by Federal Trade Commission."

"The Federal Trade Commission today dropped all charges against Fortuna Alliance.”
"But now we have been cleared of all charges . . ."

"The consent order acknowledges that Fortuna Alliance is a bona fide multi-level
marketing program. The FTC withdrew it’s [sic] charges that claimed Fortuna is a
pyramid scheme.”

"... the complete vindication achieved by Fortuna."(16)

We immediately asked Fortuna's counsel and advertising agency to cease making claims

that falsely state or imply an actual finding of innocence or legitimacy of its past
practices.(lZ To the extent that these statements may affect a consumer's decision of
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whether to maintain membership in or join Fortuna, they are materially misleading. The
reply we received was from attorney Robert Sailer, whom we understood was the author
of the press release. The reply did not contend that the quoted statements were true! It
simply stated that the FTC's press releases contained misleading statements (which is
untrue), implying that that justified his and his clients' Order violations. [p. 106, Ex. 5]

Subsequent press releases and "Latest Legal Report[s] by Bob Sailer" showed Mr. Sailer
continuing to claim that Fortuna had been vindicated in court.48) Many claims echoed
the ones quoted above. For example, two May 1, 1997 documents included phrases like
"full dismissal of the FTC case" and "the FTC dropped its case.” [pp. 57, 70, Ex. 5]
Fortuna's South Pacific regional office claimed on March 11, 1997 that “the company . . .
can now carry on its business unrestrained.” {p. 112, Ex. 5] Since the Order contains
stringent restraints on how Fortuna does business, that claim was also false. We gave
another, again unheeded warning to Fortuna in response to the regional office claim. [p.
109, Bx. 5]

Defendants and Mr. Sailer did not stop with falsely claiming dismissal of the FTC case.
A "legal report” by Mr. Sailer distributed at defendants' recent conference in Aruba and
posted on the World Wide Web added a claim implying that all state cases involving
Fortuna had been dropped. [pp. 38-39, Ex. 2] In fact, the State of Washington issued a
cease and desist order against Fortuna and Florida is pursuing its case against Fortuna
distributors in that state.19) Since Fortuna's marketing is through members, it is highly
material that individual members may find themselves liable under state law for
promoting Fortuna's schemes.

Fortuna made these claims a feature of its promotional campaign to convince members
not to seek refunds. Mr. Sailer also made the claims in attempting to counteract
unfavorable publicity. 29 Since much of the Fortuna Alliance II program appears to be a
continuation of the original Fortuna, and since defendant Augustine Delgado continues to
run Fortuna, a claim representing that the business had been proven legitimate would be
highly material 21 Therefore, these claims violate Order § IL.

As this Court is aware, this is not the first time Mr. Sailer, acting directly and through
publicity agencies, has misrepresented this Court's decisions in order to further Fortuna's
business aims, A July 31, 1996 press release made numerous misleading claims,
including that Fortuna "won another round in their battle to overtwn a preliminary
injunction” when the opposite was true. [p. 98, Ex. 5] No provision of the referenced July
26, 1996 order of this Court (nor any previous order) supported the claim. This release
appeared on the Internet in conjunction with a solicitation for funds Mr. Sailer was
collecting to pay Fortuna's legal bills. [pp. 99-100, Ex. 5] The complete file of claims and
correspondence between the parties was submitted to the Court for review on August 14,
1996, in preparation for a conference held in chambers on August 16 to discuss the
matter.

Most recently, defendants’ promotional materials have included a document blaming all
Fortuna's past troubles on the purported misdeeds of the FTC, US Department of Justice,
and state enforcement officials, as well as this Court:

Early in our efforts to prevent the TRO from becoming a preliminary injunction, and
efforts to get the offices back for Fortuna Alliance, Judge McGoavern evidenced his
dislike for what he could not understand. He admitted in open court during the first court
hearing on the TRO that he had not fully read the FTC request and legat documents for
the injunctive action. He admitted that he did not fully understand how network
marketing worked. He gave full credibility to statements made by the FTC because they
were a government agency, and clearly did not perceive Fortuna Alliance innocent until
proven guilty.
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In a hearing to seek a trial date, the judge granted a request by the FTC to issue civil
arrest warrants for the individual defendants. He took it as a personal affront to hing that
the defendants would not return to the U.S. to face jail time in order to state their case to
him. There was no compassion or attempt to understand that the defendants, who were
willing to return and present their case, simply wanted to do so without facing arrest for
something they had not even been convicted of doing. It almost seemed that in a burst of
personal anger he decided to help defeat their case by forcing them to stay out of the
country. There was no balanced attempt to provide a forum of justice for the defendants.

[p. 66, Ex. 2]

This 15-page document, on Judd & Sailer letterhead and called "Contempt Prior to
Investigation,” is available to any member of the public worldwide, via the Intemet and
through Fortuna's "fax-back" service. This document contains numerous other
misstatements of fact, false claims, and haseless personal attacks on government
attorneys.

M. Sailer has willingly and repeatedly acted as a publicist, furthering his client's
business through misrepresentations about court actions. Defendants have repeatedly
publicized Mr. Sailer’s misrepresentations through their World Wide Web sites and
fax-back services. These actions violate Order § II, which prohibits making material
misrepresentations in connection with promoting Fortuna's programs.

IV. REMEDIES

A court may impose sanctions for civil contempt to coerce obedience to a court order or
to compensate the party pursuing the contempt action for injuries resulting from the
contemptuous behavior, ot both. United States v. United Mine Workers, 330 U 8. 258,
303-04 (1947). Courts have broad discretion in fashioning coercive civil contempt
remedies. Perfect Fit Industries, Inc. v. Acme Quilting Co., 673 F.2d 53, 57 (2nd Cir.
1982); see also United Mine Workers of Am., 330 U.S. at 304. In exercising 1ts remedial
powers, a court may require a contemnor to perform various affirmative acts, even
though those actions were not mandated by the underlying decree. In re Arthur
Treacher’s Franchisee Litigation, 689 F.2d 1150, 1159 (3d Cir. 1982). The circuit court
in Arthur Treacher's discussed with approval Frankfin Mint Corp. v. Franklin Mint, Ltd.,
360 F.Supp. 478 (E.D. Pa. 1973), which required the contemuor to publish corrective
statements. Id.

Plaintiff also seeks compensatory payment of the fees and costs incurred by the
Commission in pursuing this action. This relief is generally available where the
violations were made willfully, as in this case. dlyeska Pipeline Serv. Co. v. Wilderness
Socly, 421 U.S. 240, 258-5% {1975). In this Circuit, there is also clear precedent for the
award of attorney fees even where the contempt is not willful. Perry v. O'Donell, 759
F.2d 702, 704 (9th Cir. 1985). Finally, Order § III provides for defendants paying
attorney fees and costs of collection for non-payment of the redress deficiency without
regard to any finding of contempt.

The proposed Conternpt Order includes the following relief:
1. Directing immediate payment of the redress deficiency.
2. Directing defendants to immediately turn over to the FTC copies of all
promotional materials. Since defendants have shown a willingness to reinterpret
general order language to avoid compliance, we have included a detailed list of
documents to be provided.
3. Requiring defendants and Mr. Sailer to cease making false claims that any
federal or state cases were dismissed or charges dropped, and to mail and publish
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materials correcting the misrepresentations concerning the FTC settlement and the
state cases. .

4. Extending the period during which consumers can request refunds until 60 days
after defendants complete publishing and mailing the corrective information. This
would not delay refund payments to the original claimant group. Defendants must
promptly pay all requests mailed within the 60 day extension, and must fully
document to the FTC their compliance with this provision.

5. Allowing the Redress Contractor to make pro rata payments to eligible
consumers if the deficiency amounts are not received within 10 days. All costs of
processing these payments will corne from the existing redress fund but will be
added to the amount owing by the defendants to the Redress Contractor.

6. Ordering payment of plaintiff's attomey fees and costs of collection. If the Court
grants the FTC's request for attorneys' fees and costs, we will submit a separate
motion for specific fees and costs incurred in connection with these contempt
proceedings.

V. CONCLUSION

The defendants' and Mr. Sailer's conduct demonstrates flagrant disregard of the Order.
The failure to pay the redress deficiency has caused hardship for thousands of consumers
waiting for their refunds. Defendants have used their delay - and consurmers' money - to
engage in a massive promotional campaign for Fortuna Alliance II while at the same time
concealing from the FTC the documents that would explain how this new program will
work. This Court shonld find defendants and Mr. Sailer in contempt, and order sanctions
to coerce compliance with the Order and remedy the damage done, including
compensating the FTC for the costs of bringing this action.

Date: October 30, 1997
Respectfuily submitted,

RANDALL H. BROOK, WSBA #4860
ELEANOR DURHAM

MAXINE STANSELL

Federal Trade Commission

915 Second Avenue, Ste. 2896

Seattle, WA 98174

(206) 220-6350

Attorneys for Plaintiff

By:

Randall H. Brook

Endnotes:

1. The "certain defendants” subject to the Order and this motion are Fortuna Alliance, L.L.C., Augustine
Delgado, Libby Gustine Welch, and Donald R. Grant. Pursuant to FRCP Rule 65(d), one of Fortuna's
counsel, Robert O. Sailer, is subject to this motion for his actions in promoting Fortuna's business.

2. Mr. Sailer's earlier misrepresentations about supposed successes in preliminary court actions were the
subject of a court conference in chambers on August 16, 1996.

3. The Redress Contractor has been unable to make any payments becanse the Order requires payments in
full. Had the Redress Contractor started making payments, some consumers would have received full
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payments and, when the money ran out, the rest would have gotten nothing.

4. All exhibits are page numbered consecutively in a single exhibit volume. The page number in brackets
refers to that page numbering, not any page number internal to an individual exhibit.

5. Order § 11 provides:

IT IS FURTHER ORDERED that refunds of membership fees shall be offered to all

eligible members of Fortuna Alliance by an independent Redress Contractor [who]
shail use a notice and claim form containing the text of Attachment A, to this order, and
follow its standard procedures for administering redress funds in FTC cases. . . .

. . Tke balance of the Redress Fund shall be used to pay refunds. If requests for refunds
exceed this initial Redress Fund, the Fortuna Defendants shall make sufficient
additional funds available to the Redress Contractor to pay all refunds in full. The
Fortuna Defendants shall secure this obligatior with an irrevocable letter of credit
confirmed by a U.S. bank, delivered and payable to the Redress Coatractor as beneficiary,
in an zmount of $2.8 mliion. [emphasis supplied]

6. $2.8 million from Fortuna's Antiguan bank accounts and $300,000 from the Receiver's frozen funds.
7. Order § III provides:

For purposes of this section, an “eligible member” is one (1) whose membership fee(s) were
actually paid to Fortuna, that is, not gifted or otherwise provided without payment; (2) who
did not receive payments from Fortuna equal to or exceeding the membership fee(s) paid;
and (3) who returns a properly filled out claim form. . . . If a member has received
payments from Fortuna but those payments were less than the membership fees paid, then
any refund will be recuced by the amount of payments received.

8. Order § IV provides:

IT 1S FURTHER ORDERED that the Portuna Delvidunis shall aid and assist the

or the des d Redress C without from the Redress
Fund or the FTC and in any manner reasonably requested by the "Redress Contractor, in
determining which Fortuna members may be eligible for refunds and in obtaining
information from Fortuna's records to locate those members.

9. Fortuna told the contractor it would only provide a list of members for April 15, 1996 to the end of
May. It insisted that the FTC provide names for November, 1995 to Aprit 15. It then delayed until April
14, 1997, when it provided a list containing only 2,600 names. Information the FTC obtained easily from
Fortuna's databases showed 10,893 names for April and May, 1996. The history of these delays and the
resulting bifurcation of refund otice mailings is described by Redress Contractor [pp. 1-3 , Bennett Decl.
Ex. 1] and in extensive correspondence among the parties [not attached]. The first mailing, to 14,314
members, went out on April 14. The second, to 11,540 members, went out on May 9.

10. These mailings included an anrouncement and eight page newsletter [pp. 138-47, Ex. 5], a nine page
packet including an offer of "profit sharing certificates” and an "Overview of Fortuna Alliance I [pp.
148-58, Ex. 5], and an invitafion to rescind any previous refund request. [p. 161, Ex.5]

L1. For example, when we requested copies of all refund correspondence, as required under Order § X.B,
defendants replied that they would provide a fis? of consumers who sought refunds. There was no further
explanation.

12. Defendants have not even tried to explain why they have withheld documents covered by Order
provisions expressly calling for materials sent to and received from members, e.g., § X.A.1 (contracts with
member) and § X.B (refunds requests from members and Fortuna's replies) .

13. A Fortuna docurnent posted on the World Wide Web offers “marketing materials", including "video
and audio and tape dings of conference calls, to members. [p. 32,Ex. 2] A
newspaper ad referred to "new marketmg literature.” (p. 167, Ex. 5] We have seen some of these
documents because consnmers sent them to us or hecause they appeared on the World Wide Weh. These
illustrate the breadth of promotional materials defendants have withheld. They include: mailings
describing the potential benefits of remaining a member [pp. 122-24 , Ex. 5); mailings describing some of
the operations and benefits of the newly re-constituted Fortuna program and investments old and new
members are encouraged to make {pp. 138-58, Ex. 5); mailings encouraging members not to leave the
program by seeking a refund or to rescind their refund requests [pp. 122-24, Ex. 5]; newspaper advertising
and promotions {pp. 163-67, Ex. 5); lists of "fax-back” docurnents {p. 123, Ex. 5, hstmg 12 docurnents
available in May 1997], and [pp. 48-49, Ex. 2, listing 22 d. currently available]; and p
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teaching marketing techniques for members to use in finding new members. [p. 167, Ex. 5]

14. "[T}he Fortuna Defendants, . . . in connection with the advertising, promoting, offering for sale; or sale
of any marketing or investment program, . . . ar¢ hereby permanently restrained and enjoined from
making, or assisting another in making, directly or by implication, orally or in writing, any
misrepresentation about any material fact . .. ."

15. “Every order granting an injunction . . . is binding only upon the parties to the action, their officers,
agents, servants, employees, and attorneys . . . " FRCP Rule 65(d).

16. In printed form [p. 102, Ex. 5] and as viewed on the Internet. [p. 46, Ex. 2
17. The FTC wrote on Feb. 25, 1997:

‘We recognize that Fortuna may wish 6 place a favorable “spin" on the outcome of this
case. But this does not mean it may use statements that falsely state or imply an actual
finding of innocence or legitimacy of its past practices. To the extent that these staterments
may affect a consumer's decision of whether to maintain membership in or join Fortuna,
they are materially misleading. We request that you b diately cease making

of this nature, and direct any members who are using similar statements to cease using
them. [pp. 102-3, Ex. 5]

18. Some documents contain Mr. Sailer's name {e.g., p. 38, Ex. 2] and some are on his firm's (Judd &
Sailer) letterhead [e.g., p. 58, Ex. 2] We have no reason to believe that Mr. Judd was involved in the
preparation of any of the Fortuna press releases and similar documents.

19. See declarations from the Washington Div. of Securities [p. 73, Ex. 3] and Florida State Attorney (pp.
83-84, Ex. 4] Florida's complaint included Fortuna and the Fortuna principals, who were in Antigua or
Belize at the time. However, Florida has pursued the case only against Fortuna agents, because of an
inability to get service on the principals and a belief that the FTC case would suffice against them. [/d. §
5-6)

20. Mr. Sailer's letter to an Austratian TV station appears on a Fortuna Internet site. [pp. 43-44, Ex. 2]
21. Similar misrepresentations of victory when all the court had done was deny one part of the plaintiff's

sought relief were held to be a "blatant attempt to misl¢éad defendants' nvestors” and a bass, in part, for
appointment of a receiver. SEC v. Heritage Trust Co., 402 F.Supp 744, 753 (D. Ariz. 1975).
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liance: Settlement

Update: July 22, 1998
Final Refund Checks Mailed

The contempt citation against Fortuna and Augustine Delgado cleared the way for the
final mailing of refund checks this week. This muailing brings to 15, 625 the total number
of consumers receiving refunds. The FTC's case against Fortuna returned approximately
$5.5 million to investors in the U.S. and 70 foreign countries {see List of Refunds by
Countries). The contempt citation could provide an additional $2.2 million in consumer
redress that will go to consumers who received partial refunds. There will be no further
payments (above the 60% shares) unless we can collect additional monies from
defendants. We cannot accept any new refund claims against Fortuna or Fortuna Allaince
1L

On June 5, 1998, Federal Judge Walter T. McGovern found Augustine Delgedo and
Fortuna Aliiance in civil contempt. They wilfully failed to make sufficient payments for
consumers to receive full refunds. The Court found that the Fortuna's "challenges” to
refund claims had made no significant difference in the end result except to substantially
harm consumers, who had to wait months for their refunds. The Court also found that
defendants had benefitted by their delay because they had use of the funds properly due
CONSUMErs.

The contempt order prohibits defendants from promoting any marketing or investment
program until the $2 million deficiency, plus interest, is paid in full. Any person who
promotes a Fortuna or Delgado scheme with knowledge of this prohibition may be subject
to contempt proceedings as well.

Update: May 19, 1998
FTC Files Second Contempt Action

On May 8, 1998, the FTC charged Fortuna Alliance, Augustine Delgado, Libby Gustine
‘Welch, and Donald Grant with failing to pay a $2 million deficiency due for consumer
refunds. The FTC called the refund claims "challenge” process bogus, noting that out of
4,000 “challenges” by Fortuna, fewer than 100 were even partially substantiated by
Fortuna. The FTC has asked ‘he federal court to find the defendants in contempt for
failing to pay the deficiency. The court has set a hearing date of June 5, 1998.

. Application for Issuance of Contempt Order and Final Monetary Judgment

Please do not call the Federaf Trade Commission about your refund claim. We will post
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new information here as it becomes available.

For more information, choose from the selections below:

D

Press Release - Final Payments

List of Number and Amount of Refunds, by Country
Contempt Order

Compliance Order

Background on Contempt

Contempt Action

Refund Delays

News Release - Settlement

Refund Notice

Stipulated Final Judgment - Applies to Fortuna-Alliance, Augustine Delgado,
Libby Gustine Welsh, and Donald Grant.

Stipulated Final Judgment - Applies to Monique Delgado.
Original Complaint

Contact Us | Search | Complaint Form | EQIA | Privacy | Site Map | Home

Last Updated: Thursday, June 24, 1999
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IN THE HIGH COURT OF JUSTICE
ANTIGUA AND BARBUDA

In the Matter of an Intended Action

((1)THE UNITED STATES OF AMERICA
(2)MICHAEL A GRASSMUECK INC.

{3y FORTUNA ALLIANCE LLC
(4)THE FEDERAL TRADE COMMISSION
» Intended Plaintiffs
_and-
(1) SWISS AMERICAN BANK LTD
(2) AUGUSTINE DELGADO
{3) LIBBY GUSTINE WELCH
(4y DONALD R GRANT
(5) MONIQUE DELGADO
(6) GAIL OLIVER
Intended Defendants
BEFORE n URABLE JUSTIC NNE ENJAM
Chambers)
DATE THE 29TH DAY OF MAY 1996 (First Qrder)
ENTERED THE ~ DAY ~ 1996

UPON THE APPLICATION of the Intended Plaintiffs herein

AND UPON READING 2 capy of the affidavit of Randall H Brook dated 28th May
1996 and copies of the exhibits thereto

AND UPON READING the Affidavit of Harold E. E. Lovell dated 29th May 1996

AND UPON READING a copy of the Intended Writ of Summosns

AND UPON THE PLAINTIFFS by their Counsel undertaking to the Court:-

(a) Forthwith to issue and serve a Writ of Summons upon the Intended

Defendant Swiss American Bank Limited within the jurisdiction.

()  To file the original of the said affidavit of Randall H. Brook as soon as

reasonably practicable together with the exhibits thereto.

(c)  Tofile the said affidavit of Harold E. E. Lovell forthwith.

(d) To abide by any Order the Court may make as to damages should the
Defendants or any third party having or claiming to have an interest in any
relevant account (as hereafter defined) suffer any by reason of this Order,

which in the opinion of the Court the Plaintiffs ought to pay.
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IT IS ORDERED THAT:-

(1)  The Intended First Defendant be restrained until afier judpment in this
intended action or further order in the meantime and whether by itself, its
Directors, servants, agents or otherwise however from operating or
permtting 10 be operated any relevant accoumt as hereafter defined otherwise
than (2) by transferring the sums standing to the credit of such account to the
bank account of the Intended Third Plaintiff Fortupa Alliance LL.C. at
Whatcom State Bank Number 2927007126 or (b) as the Intended Second
Plaintiff as receiver of the Intended Third Plaintff shall direct.

(2). The Intended Defendants and each of them and any third party having or
claiming to bave an interest {as trustee, beneficiary or otherwise) in any
relevant account shall have liberty to apply to vary or discharge this Order

upon 48 hours written notice to the Plaintiffs’ solicitors.
(3)  That the costs of this Application be costin the cause.

For the purposes of this Order, the expression “relevant account” shall mean any one

or more of the following:
i. Accounts numbered 15103 - 11 and 15390 -11;

il Accounts held by or in the name or on behalf of one or more of FFC The
Prosper Trust, The Fortuna Alliance Trust, or any other trust or entity having
a name substantially the same as either of the 2 foregoing names ot having
a name incloding the words or pames "Fortuna Alliance™ “The Prosper

Trust”™ or “FFC™;

il Any other account which has received suwms either from the Intended Third
Plaintiff or upon the instructions of any of the Second to Sixth Defencants

inclusive.

iv. Any account to which sums previously paid inio one or more of the accounts
mentioned in (i) to (iii) above have been transferred (whether by oge transfer

ar by a series of transfers thraugh tntermediate accounts).
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1IN THE HIGH COURT OF JUSTICE

ANTIGUA AND BARBUDA

SUIT NO. 153 OF 1996

BETWEEN:

(1) THE UNITED STATES OF AMERICA
(2) MICHAEL A GRASSMUECK INC
(3) FORTUNA ALLIANCE LLC
(4) THE FEDERAL TRADE COMMISSION

Plaintiffs

_and-

(1) SWISS AMERICAN BANK LTD
. (2) AUGUSTINE DELGADO
(3) LIBBY GUSTINE.WELCH
(4) DONALD R GRANT
(5) MONIQUE DELGADO
(6) GAIL OLIVER
Defendants

DAVIT OF VICE

I LEANDRA JAMES of Desouza Road in the Parish of Saint John m the island of
Antigna in the State of Antigua and Barbuda, make oath and say as follows:-

1. That | am 2 Clerk in the Chambers of Sydney P. Christian and Associates of
Chambers 29 Redcliffe Street in the parish of Saint John in the Island of Aatigua
in the State of Antigua and Barbuda.

2. That on Wednesday the 29th day of May1996 at 3:05 pm I did serve MR.
GASTON BROWNE Deputy Manager of the Swiss American Bank, at their
Registered Office on Bigh Street, St John's, Antigua, with a copy of the Writ
and a copy of the Order made by this Honourable Court on the 25th day of May
1996 .

Sworn at the Court House ]
St John’s, Antigua

CONER OB OAT!,
ANTIGUA & RARRIMA |



4051

IN THE HIGH COURT OF JUSTICE -

ANTIGUA AND BARBUDA

Suit No. 133 0£ 1996

BETWEEN:
) (1)THE UNITED STATES OF AMERICA
(ZIMICHAET A GRASSMUECK INC.
(3) FORTUNA ALLIANCE LLC
(4)THE FEDERAL TRADE COMMISSION

Plainiiffs

~and-

(1) SWISS AMERICAN BANK LTD
(2) AUGUSTINE DELGADO
(3) LIBBY GUSTINE WELCH
{4) DONALD R GRANT
(5) MONIQUE DELGADO
(6) GAIL OLIVER
. Defendants

BEFQ THE HONDOURA JUS -E, NNETH BEN/]
Chambers}

A HE 29TH DAY MAY 1996 ond Order’
ENTERED THE 25 DAY OF fz@f/ 1996
UPON THE APPLICATION of the Plaintiffs herein AND UPON READING & copy
of the Affidavit of Randall H. Brook and of the exhibits thereto sworn in the matter of an
Intended Action and the Affidavit of Harold E. E. Lovell sworn on the 29th day of May,

1996.
AND UPON the Plaintiffs by their Counsel undertaking to the Count-

a Not 1o perfect this Order until after the Writ shall have been served upon the
First Defendant within the jurisdiction and an affidavit of service of the Writ
upon the First Defendant shall have been filed.

b. To serve Notice of Writ upon the other Defendants as soom as practicable
after this Order sball have been perfected,

c. To give notice to the Defendants as socu as practicable of the contents of this
Otder and of the First Order made this day in the matter of an Imtended
Action between the same intended parties (hereinafter called “the First
Order™) and (if and so far as not already served) to serve s Order and the
First Order and copies of the said Affidavits and exhibits thereto upon the
Defendants as soon as practicable after this Order shall ha\_ie been perfected.
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To inform the Defendants as soou as practicable of their right to apply to
discharge or vary paragraph 2 or 3 of this Order and the First Order upon

notice to the Plaintiffs” solicitors;

To abide by any order that the Court may make as to damages sbould the
Defendants (or any third party baving or claiming to bave an interest in aay
relevant account) suffer any by reason of paragraphs 2'and 3 of this Order

which, iu the opinion of the Court, the Plaintiffs ought to pay.

IT IS ORDERED THAT:-

18]

@

(3

The Plaintiffs be granted leave to issue concurrent Writs of Summons and to
serve Notice thereof together with this Order and the First Order out of the
jurisdiction upon the Second to Sixth Defendants inclusive in the State of
Washington U.S_A. or at such other place outside the jurisdiction as such
Defendants or any of them may be found and that the time within which each
such Defendant is to enter an appearance shall be within 28 days of service

of the said notice on that Defendant;

The Second to Sixth Defendants and each of them be restrained uoti] after
judgment in this action or further order in the meantime whether by
themselves their servants, agents ot otherwise from transferring, disposing
of or otherwise dealing with the sums standing to the credit of any relevant
account (as that expression is defined in the First Order) or any other sums
derived from the Third Plaintiff (directly or indirectly and whether by a
transfer or series of transfers) save by the tansfer of such sums to the Third
Plaintiff's bank account at Whatcom State Bank Number 2927007126 ot
otherwise as the Second PlaintifT as receiver of the Third Plaintiff shall
direct.

The Second to Sixth Defendants and each of them shail upon service upon

each of them respectively of this Order :

a (Within 24 hours of such service) give to the Plaintiffs’ solicitors a
written authority signed by that Defendant in the following form *
bereby authorise and require Swiss American Bank Limited of
Antigua to disclose to the Plaintiffs” solicitors in Suit No: 153 of
1996 now pending in the High Court of Antigua such information and
documents that they may request relating to all accounts in which I

may be interested (as trustee, beneficiary or otherwise) of into which
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I may have transferred monies (whether alane or with others); or
upon which | am authorised to draw ( alone or with others), including
any relevant éz:coum as that expression is defined in an Order in an
Intended Action dated 29th May 1996 between The Utited States of
America and others as Intended Plaintiffs and Swiss American Bark
L}d and others as Intended Defendants™,

b. {Within 24 hours of such service) disclose to the Plaintiffs’ solicitors

in writing the name(s) and address(es) of
i The trustees of FFC The Prosper Trust;
i, The trustees of The Fortuna Alliance Trust;

1il. The person or persons entitled to give instructions ia relation
to each relevant account as that expression is used in the First
Order;
and shall accompany such disclosure with copies of all documents available

to thers relating to the payment of monies to or from any relevant account.

c. (within 7 days of such service) make and serve ou the Plaintffs’
solicitors an affidavit confirming the accuracy of the foregoing
disclosures and confirming that full disclosure has been made of all

relevant and available documents.

The Defendants and each of them and any third party having or claiming to
have an interest in any relevant account shall have liberty to apply to vary or
discharge paragraphs 2 and 3 of this Order upon 48 hours written notice to
the Playnfiffs” solicitors.
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IN THE HIGH COUKRT OF JUSTICE
ARTIGUA AND BARBUDA
(CrviL)

SUIT NO: 153/1996

BETWEEN:
{1) THE UNITED STATYES OF AMYRICA
{2) MICHAEL A. GRASSMUEK INC
(38) FORTONA ALLIANCE LLC
[C3 THE FEDERAL TRADE COMMISSION
Plaintiffs
and
m SWISS ANERICAN HANK LTD
(2 ADGUSTINE DELGADO
(3} LYBBY GUSTINZ WELCH
{©) DONRALD R. GRANXT
(5] MONIQUE DELGADO
6} GAIL OLIVER
Ddcodacts
-1 NS TO DIS E
LEY ALL PARTIES CONCERNED attend the Judge in Chambers on the day
of . 1896 on the hearing of an application by the first named

defendant for the following orders: -

) That the First Order made by the Honpurable J ustice Bejamin on the 29th
day of May. 1996 restraiming the First Defendant until after judgment in this
intended acton or further order, in the meantime and whether by itself, its
Directors, servants, agents or otherwise howm from operating or permitting
to be operated any relevant account as hr_rane.r defined otherwise than (a) by
transferring the sums standing to the redit of such account to the bank
account of the Intended Third Plaintiff Fortuna Alliance L.L.C. at Whatcom
State Bank Number 2927007126 or {b) 25 the Intended Second Plaintiff as
recetver of the Intended Third Plaintiff shall direct, be discharged and/or in the
alternative.

(i) That the said ordex be varied.

(1Y) Such further or other relief ag may be just

(435 Caosts



SUTT NO: 1583/1936

4055

IN THE HIGH COURT OF JUSTICE
ANTIGUA AND BARBUDA

(CIVIL)

HETWEEN:
m THE OURKITED STATES OF AMERICA
(2) MICHAEL A GRASSMUEK INC.
8] FORTUNA AJLLIANCE LLC
[4) THE FEDERAL TRADE COMMISSION
Plaintifis
and
(1) BWIS8 AMERICAN BANK LTD
(2) AUGUSTINE DELGADO
{3} LIBEY GUSTINE WELCH
4 DONALD R. GRART
(5} MONIQUE DELGADO
(6] GAIL GLIVER
Defendants
AFFIDAVIT OF SUMMONS
I, BRIAN STUART YQUNG, Banker of Swiss American Bank Iimited tn Antigua make

oath and say as follows:-

1.

That I am the Manager of the Swiss American Bank Limited. the First
Defendant herein and I make this Affidavit with the knowledge and consent of
the First Defendant.

By virtue of oy position with the First Defendant I am familiar with the facts
and circumstances of this case.

In so far as the content of the aflidavit is within my personal knowledge. it is
frue and o so far as it {s not within my personal knowledge it is true to the
best of my knowledge. information and belief.

I have been advised by my Attorney-at-Law, Nicolette M. Doherty and ! verity
believe that the First Order made by the Honourable Justice Kenneth Benjarmin
on the 29th May, 1996 restraining the First Defendant from operating Bank
Account Nos. 15103-11 and 15390-11 or accounts held or in the name of FFC.
the Prosper Trust or the Fortuna Alliance other than by transferring funds to
the account of the Third Plaintff herein. ought to be discharged for the
following reasons:-

{1) That neither the affidavits of Harold E. Lovell or Randall Brooks have



23

(&)

[

5}

noy

(11}

[$43]

4056

dinclosed any cxusc of acU_olinat e First Defondant,

That the Plainofls have Zaled o discione any right or claim in reletion
to the First Defendant which the First Defendant bas threatened to
mnfringe.

That the First Defrndant bolds the assets In Account Nos. 15183-11
&nd 15380-11 ue Banker and 28 such {2 merely aarrying an the
businoss of bankmg.

That the efccr of e Qrst part of the arder made agamst the First
Defendantix to Trecrs the axscrx 12 Accoumt Nos. 185103-11 and 15360-
L1

Thsat the effect of the second part of the order made agatast the First
Defendant (o rransfer the funds m Account Nos. 18103-11 and 15380
11 to the necount of the Third Plainnff on the instrctions of the Second
Pluntfl, & 1o order the Fasi Dofoodant o take slepa contrary to
preacrving the alrius qua,

Thar If the tojunction shall be allowed to contrmug, the inpunction will
affect the pormal course of the Firal Defendant’s business.

Thai tiw First Ddendants businesx x based o the tust of s
customers and Ut s 1cpualion as 4 credibie Off-ghoce Bank will be
prefudiced 1f ae wijunction ahal be allowad to conuave.

That tre have B adduced amy d that the astels 1o

Accourit Noa. 15103-11 and 15390-£1 are In fact those of the Second
o Sixth Defendanis or that ary of them are algnatones o ibe said
Ccounta or that the said, asszis are ul e diaposal of the Defendants.
That the Mamtifs have fatded 1o adduce any cvidence that the First

D. could by Mres ramove from jurssdictian o~ AUSsSIpRLE [he

asxets beld in Accounts Noa, 15103-11 and 1538C-11.

That & Recetwer has boen appatrted over the aasets of Fortuna Alltance
Trust

That any asscts of Famiina Alllance Trust »ould not be tn anry dxnger
of Ctewipmitoo

That the Yust Defcodant whbo boids the assets as Panker o an

innocent third party.

COMMIISIONER FOR O4M.
APTKIUA R P
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Dated this 35T day of Avguet 1996

HILL & HILL

Solicitors for the First named Defendant
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Augustine Delgado
Box 265W, Woods Center
St. John’s, Antigua

October 22, 1996 - RECEIVEDR 2 § 2= g5

Mr. Brian Stuari«Young
Swiss American Bank
St. John’s, Antigua -

Dear Brian:

As per your request, I am following up on my previous letter to you regarding the current
-legal situation of Fortuna Alliance.

The ex-parte injunction granted by the High Court of Antigua on May 29% to the FTC has’
remiained in effect for 5 months. We both have agreed, as have other highly respected and
‘knowledgeable jndividuals in Antigua, this is unprecedented for a case of this magnitude and
significance to the struggling offshore sector of Antigua.

Historically, ex-parte injunctions are granted temporarily (usually for 14 days) to allow the
parties to present evidence and reach remedy promptly. This is intended to prevent unjust
manipulation of the laws to create financial chaos or total destruction of an individual or
orgapization by a continuing freeze on assets. It is mind boggling how a leandmark case like

* Fortuna’s, involving other parties like Prosper International, could be-allowed to drag on for
5 months with a total freeze on millions of Fortuna dollars.

The lame excuses about an overworked judge don’t stand up to the scrutiny of outsiders
looking to see what will be the outcome bere in Antigua, But, it appears that everyone
(especially the offshore practitioners and their savvy clients) is getting tired of waiting, and

 that with not one - but four - separate postponements on a decision, with the last being an
“indefinite” postponesment, the damage has not been only to Fortuna, but to the reputation of
Antigua.

Antigua right sow has suffered a huge black eye from the FTC’s action out-of-jurisdiction.
But duc to Antigua’s own mishandling of this whole case, it is now hemorrhaging and
bleeding to death. Antigua, in its immature approach to its offshore financial sector, has in
effect killed one of its two gooses that lay golden eggs, i.e. tourism and offshore financial
industry.
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Brian, T have exhausted every means possible to complete this trial and decision. I have now
also exhausted our limited funds from abroad. At this point, as I told you, I and Fortuna
Alliance have nothing more to Jose in Antigua. Ia:a preparing to launch a major campaign
to inform the world about Antigua’s handling of this case — blow-by-blow, date-by-date,
fact-by-fact and name-by-name of all parties conne=ted to this debacle. I will start with a
major press release (which is ready to go) to The Observer and to all the leading offshore
magazines and newsletters. This will be followed by interviews and conference calls to our
key leaders, representing 50,000 membetships in 62 countries. We are also very active on
the Internet and will literally have several web sites carrying my story about Antigua and its
joke of an offshore industry world-wide to 50 millicn people. Antigua will not survive the
fallout from such a campaign and Swiss American vill gee an immediate out-flow of
millions of dollars exiting Antigua.

Brian, I told you I am a man of my word, and that you never want to enrage a man that has
nothing more to lose. Iam watching 12 years of my life and my $15 million company
destroyed right before my eyes ~ not by the FTC, but by the nation the” ¥ now call horme.
This is very sad. Ido not want to do this to Antigua; Thave been silent sor 5 months waiting.
No more waiting; no more silence. Brian, we are all about to lose big if something isn’t
done to help our cause right now.

As you are aware, ] am a beneficial party for certain funds held in Fortuna Alliance trust and
in other accounts for which David Jenkins is the trustee and signator. In addition to thes,
there are other funds held in suspense that have come to your bank after the injunction
(August 9%, from the Netherlands).

1 am formally requesting that you arrange a loan to me collateralized by these fimds held by
you that does not violate your bank’s policies or the injunction. I am sure that if we get our
minds together we can create a solution that works for everyone — right now! Whatever
requirernent you have to get this done ASAP, please let me know so that we may expedite
this matter.

I will wait until Friday noon. If1have not heard something positive by then, please know

that T will not call you anymore. You will hear the cascading thunder from afar coming
toward Antigua like one of its hurricanes.

I humblyser your§ nd V

Augus
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FAX MESSAGE

TCO = Augustine Delgado
FAX : 460-8879

FROM : Brian Stuart-Young

ek e ey de ok e de e e K e e ok e e ok e e ok e e ot e v i ok e e sk e ok e e Sk e ok e s e e e e e ok ok e ok ok e ok e e e e e e e e e Sk oo

We refer to your request for a facility to be granted to you, secured by funds held to and for the
account of a Trust account.

Management has given serious review to the circumstances related to your request, and guided by
fiduciary responsibilities and relevant legalities, we are unable to register as security for a credit
facility the funds held either in the Trust account or for the Trust account.

We appreciate the grave concerns raised in your letter to us, and have sought to identify legal means
by which we could respond to your request. On the one part, we are bound by order of the Coust
and, on the other part, the fact that funds are held for a trust account carry further responsibility for
the bank to ensure that there is no breach of trust. The only authority for the cusdody of the funds
is the stated Trustee, and a Trustee has no implied power to borrow.

At this time, we have no means o respond to your request, we will however, continue to press for
the legal resolution of this matter. We share your concerns over the length of time taken to address
the matter, and the adverse impact it has on your business. We are powerless to influence these
events of the court, and can only act in compliance with its orders.

Please contact us if you wish to meet further on these matters.

urs truly,

4 o
rian Stuart-Young / 0/ (/‘?6‘
Manager

BSY.md-
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PROGRAMS = APPLICATION » APPLY ONUINE « MEMBERS ONLY + CONIACT

EDUCATION = AQVANTAGES » MEMBERS COMMENTS + PADSPER HMES » NEWSLETTER - DISCLAIMER

Deutsch Espafiol Francais
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THE PILL BELIZE OFFSHORE TRUST PROGRAM

An Unsurpassed Business Opportunity

No selling - No buying - No inventory - No office rent - No
set office hours

No overhead - No reporting - No accounting - No 1099s
No deductions - No paperwork - No forms

Completely private - Entirely confidential - No equipment
Unlimited market - Operate from home anywhere in the
world...

Very little competition - Instant access to income anywhere
in the world

Unlimited income potential; income duplication as many
times a year as you wish

PROSPER INTERNATIONAL LEAGUE Ltd.

THE "PILL" TO FINANCIAL HEALTH, WEALTH AND
INDEPENDENCE, ALONG WITH AN INDIVIDUAL TRUST AND
INTERNATIONAL CREDIT CARD.

HAVE YOU LOST YOUR FINANCIAL FREEDOM?? DO YOU
WANT 1T BACK?? PROSPER INTERNATIONAL LEAGUE Ltd.
(PILL). AN INTERNATIONAL BUSINESS CORPORATION
BASED IN BELIZE, CENTRAL AMERICA, HAS THE KEY.

PILL WILL HELP YOU DEVELOP A SECONDARY OFFSHORE
INCOME, SHELTERED AND UNENCUMBERED. PILL WILL
ALSO HELP YOU LEARN ABOUT OFFSHORE BANKING,
INVESTING, & TAX SAVINGS. THE RICH HAVE BEEN DOING
THIS FOR YEARS, ISNT IT ABOUT TiME WE STARTED?

You may now enjoy the advantages of a totally confidential
individuali trust without the complex documentation, legal fees or
transferring of funds. A trust can be activated and accumulate a
substantial balance within the first six weeks. You will also enjoy
the benefits of a secured internationai credit card, with no credit
inquiry or paper trail.

PILL - THE ORIGINAL

The original PILL program consists of payment of a $200
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membership fee. This fee is credited to the sponsor’'s trust.

Your first paid referral of $200 is distributed ugline four levels at
$40 per level starting with your sponsor.

You second paid referral of $200 pay all the setup costs of the
trust.

Your third paid referral of $200 is deposited to the trust and the
trust is activated.

With an activated trust each additional paid referral pays $200 to
the trust.

The trust also receives $40 for each FIRST paid referral from
everyone you sponsored and the first paid referral they sponsor
four levels down.

Once the trust has accumulated or you have deposited $1000 in
the trust you may request a Freedom Card (an International credit
card). The funds will be held in trust as a security deposit for the
Freedom Card and will be released to the trust when you return
the card.

PIL+ - A GREAT PROGRAM MADE EVEN BETTER!

The updated PIL+, a $1000 membership program is a straight
referral program. The sponsor receives $900 of the fee.

Upon payment you will receive a starter kit plus Reports # 1000
and 2000. Your first paid referral at $1000 or first five (5) paid
referrals at $200 each provides:

Setup and activating the trust.
Freedom Card.
Freedom/Prosperity Report # 5000.

Report # 5000 - a comprehensive educational course offering
~ practical information on using the frust, international business
corporations, and other offshore services.

PIL+ members may promote and will be paid for referrals form
both the PILL and PIL+ programs. Referral fees will be paid into
the trust at $200 and $800 respectively.

QUICK START

Offered for those who desire to obtain a trust but are not
interested in immediately recruiting new members into the PILL
programs.

The cost is $800 under the PILL program or $2000 under the
PlL+ program.

You will also receive 3 additional {D #s for joining the PILL
program. You can resell these for $200 each. If you join the PiL+
Quick Start program, you will receive one additional PIL+ D #
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which you can resell for $1000.

NOTE: The PIL+ QUICK START program includes the Freedom
Card and other benefits.

SOME OTHER REASONS TO CONSIDER A PROSPER TRUST

P assing your wealth on {o heirs

R educing and controlling debt

O pen education and retirement funds
S urviving financially after a divorce

P lanning your investment portfolio

E liminating probate and estate taxes

R etaining all you've worked so hard for

T ax avoidance, legal and simple

R eal judgment proofing, no liability

U ltimate asset protection

S hetlter from creditors and bankruptcy
T rue financial freedom

PROGRAMS « APPLICATION = APPLY ONUINE » MEMBERS ONLY » CONTACY

EQUCATION « ADVANTAGES = MEMBERS COMMENTS « PROSPER TIMES « NEWSLEYTER » DISCLAIMER

Deutsch Espafiol Francais
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Click here for printable form

P.LL.L.
4270 Aloma Ave Suite 124-66K
WINTER PARK FL 32792 USA
Phone: 407-679-2959 Fax: 407-679-5039 Email: pill@pilt.net

"SETTLOR" (SINGLE INDIVIDUAL NAVE ONLY)

FIRST NANME: LAST NAME:

ADDRESS:

CITY: ST: cCobE@PY
COUNTRY: EMAIL:

PHONE: FAX:

Please Select Only One:

___ $200 PILL-Trust activated by 3rd PILL referral. $200 commission 3rd and after.
_______$800 PILL QUICK START-Trust activated at once.

_____$1000 PIL PLUS-Trust activated & FREEDOM CARD issued by 1st PIL PLUS referral.
___$2000 PIL PLUS QUICK START-Trust activated & FREEDOM CARD issued at once.

METHOD CF PAYMENT (Circle One) MONEY CROER - BANK DRAFT - TRAVELERS CHECK - VISA - MASTER CARD

Card Number: Exp. Date:

Cardholders Signature (5% PROCESSING FEE FOR CREDIT
CARD PAYMENTS. Chiarge will appear on your credit card statement as "ICABS"{Jerusalem))

TERMS AND CONDITIONS - POLICIES AND PROCEDURES

All icath and ip fees must be sent to PILL and be made payable to PILL.
Faxa gopy of application & payment to PILL at 407-679-5039. Mail the application and payment to PILL.

Your D # will then be faxed or calfed back to you. PILL only endorses & is affiliated with programs

specifically mentioned in this application or found on the official PILL web site at www.pill.net. PILL

andfor PIL PLUS earnings may anly be transferred into activated trusts.

| hereby agree 1o the Terms and Conditions and authorize the appointed Trustee to
sign the settlement document.

SIGNATURE SETTLOR: DATE:
SPONSORID #:: YOURID#:

Please PROVIDE A FOREIGN GRANTOR FOR THE $300 ADDITIONAL FEE ENCLOSED.
Please PROVIDE AN INTERNATIONAL BUSINESS CORPORATION (IBC) FOR A $1000
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ADDITIONAL FEE.

PILL - THE ORIGINAL

The original PILL program consists of payment of a $200 membership fee. This fee is credited to th
trust. Your first paid referral of $200 is distributed upline four levels at $40 per level starting with yo

sponsor. Your second paid referral of $200 pay all the setup costs of the trust. Your third paid referr
of $200 is deposited to the frust and the trust is activated. With an activated trust each additional pa
referral pays $200 to the trust. The trust also receives $40 for each FIRST paid referral from everyo
sponsored and the first paid referral they sponsor - four levels down. Once the trust has accumulat

have deposited $1000 in the trust you may request a FREEDOM CARD {an International sredit car
be held in trust as a security deposit for the FREEDOM CARD and will be released to the trust whe
the card.

PIL & PIL PLUS - A GREAT PROGRAM MADE EVEN BETTER!

The updated PIL PLUS, a $1000 membership program is a straight referral program. The sponsorr
of the fee. Upon payment you will receive a starter kit plus Reports # 1000 and 2000.

Your first paid referral (PIL PLUS) at $1000 or first five (5) paid referrals (PILL) at $200 each provid
- Setup and activaling the trust.

- FREEDOM CARD.

- Freedor/Prosperity Report # 5000.

Report # 5000 - a comprehensive educational course offering practical information on using the tru
international business corporations and other offshore services.

PiL PLUS members may promote and will be paid for referrals form both the PILL and PIL PLUS pr
Referral fees will be paid into the trust at $200 and $900 respectively,

QUICK START

Offered for those who desire to obtain a trust but are not interested in recruiting new members imm
into the PILL programs. The costis $8C0 under the PILL program or $2000 under the PIL PLUS pro
will also receive 3 additional 1D #s for joining the PILL program. You can resel} these for $200 each.
the PIL PLUS Quick Start program, you will receive one additional PIL PLUS ID # which you can re

NOTE: The PIL PLUS QUICK START program includes the FREEDOM CARD and other benefits.
FOREIGN GRANTOR TRUSTS *

Foreign Grantor Trusts (FGT) are trusts established by a Settlor in a foreign jurisdiction. For purpos

1.8 taxation, the Setllor cannot be an U.S. citizen, resident or taxpayer. The FGT is created and a

under the laws of the foreign jurisdiction and the Trustees are not located in the U.S. or its possessi
For purposes of U.8. taxation, the assets and profits of the FGT are treated as if owned by and tax
Foreign Settlor, and as such should not be subject to U.S. taxation, unless the assets are situated i
United States. In the case where the assets are situated in the U.S,, there may be tax conseguenc

Benefits:

ULS. citizens or residents may transfer money directly to a FGT. There are income tax benefits to th
that non-U.S. citizens and residents are taxed in the U.S. only on income derived from the U.S. that
or determinable such as interest, dividends, rents etc. Non-U.S. citizens are not taxed on capital ga
the capital gains relates to conduct of a U.S. business or trade or relates to U.S. real property inter

There is no U.S. gift tax applied to gifts of intangible property by non-U.S. citizens or residents.

Costs:
A Foreign Grantor Trust can be established through PIL for the cost of $300. The trust documents

issued naming the foreign Setllor, and a Power Of Attornsy will be provided to the
member in order that the member may carry out activities in the name of the trust.

*Materials condensed from "Offshore Asset Protection & Tax Planning Strategies” by Alan R Eber,
** Disclaimer: PIL arranges foreign Setllor services. The member is responsible for and encourage
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** Disclaimer: PIL arranges foreign Settior services. The member is responsible for and encourage
advice of Tax Planning professionals to determine whether this service meets his needs.

ONATYEAGUE LDY

PROGRAME « APPLICATION » APPLY ONLINE « MEMBERS ONLY » CONTAZT

EDUCATION + ADVANTAGES « MEMEOERS COMMENTS « PROSPER TIMES » NEWSLETTER « DISCLAMER

Deutsch Espatiol Francais
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The Prosper Times
Volume 1, Issue 1 October 24, 1994

PROSPER LEAGUE MEMBERS A VERY EXCLUSIVE CLUB

Congratulations and Welcome to the "Premier Issue” of The PROSPER TIMES,
Your Newsletter and Your source to "WHAT {S HAPPENING OFFSHORE". By
joining PILL you have made a statement.. You have categorically declared that it
is Time to move out from under "big brothers umbrella”. The umbrella that is
costing us all our freedom, our privacy our financial independence, not to
mention how much it is costing us in real hard US $$ dollars.

Well done! You have made a great decision! Now, you are well on your way to
getting all these things back. Freedom, privacy and financial independence. The
information in these Newsletters will give you the "inside edge" on making
money, the first step to personal freedom.

We are committed to creating the MOST PROFESSIONAL, MOST
PERMANENT, AND MOST PROFITABLE, OFFSHORE ORGANIZATION,
dedicated to providing you with the mast current and most useful information
about the OFFSHORE SCENE. We wish to help you with all aspects of your long
term financial planning, your offshore banking and help you achieve offshore
investment success.

OUR COMPANY PHILOSOPHY:

« To treat you with utmost respect.

» To treat you honestly and ethically.

« To not to take you for granted.

. To continually feed you with the latest information available.
« To practice what we preach, and be our own best customer.
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« To provide you with all the latest proven tips and techniques.
« To provide you with as many services as possible.

NOW IS THE TIME TO BE OFF-SHORE 'PILL’ IS A PROGRAM WHOQO'S TIME
HAS COME

Progress always involves risk. You can't make second base and keep your foot
on first.

WHAT'S AHEAD FOR YOU AND YOUR MONEY??

If you've been following the news, you should be aware that we are headed for
HARD ECONOMIC times, in the form of inflation, higher taxes, bigger and bigger
government, more welfare, more American jobs moving overseas, a bigger
deficit, a higher public debt, larger federal and state budgets and more
government involvement in our private lives. It's bad enough that we have tens of
millions of people in our country feeding off the taxpayers, but now we have
millions of uninvited illegal allens pouring into our country, who also want the
U.S. Taxpayer fo pay their way through life and getfing it.

The situation is out of control folks, and we had better
start thinking about how we are going to survive
economically, because it's only going to get worse. We
are headed for a collision with reality, and when that
finally happens, you better have something put away in
the form of cash or gold to get through a few years of
economic hell. If you think the depression of the 1930s
was bad, wait until you see what’s coming!

THE PILL PROGRAM AND THE MLM INDUSTRY

Strictly speaking, we at PILL do not consider ourselves
an MLM. We would like to call it a referral program.
However, given the climate we live in, we realize that in this world full of
"Protectors of the publics best interest "Regulatory bodies, government
agencies, and Attorney generals, all trying to "justify their existence", someone is
bound to challenge us and call us an illegal MLM one of these days. That is one
of the reasons we insisted on having our one and only office OFFSHORE in a
jurisdiction with little or no regulations.

Here are some of the other reasons: did you know that 98% of all multi-level
programs fail within the first two years?? In fact, the programs that appear to be
“the most popular” have a life expectancy of one year orless. A small
percentage of these failures are due to unscrupulous or inept operators of the
programs. The 'lion's share of failures are due to government intervention in one
form or another. This is the matier of 'legality or non-legality’. How is this
determined? Very whimsically, by various state and federal regulatory agencies,
and attorneys general. The laws governing MLM programs are usually very
ambiguous, as well as being downright unconstitutional.

Any competent MLM attorney will tell you:

1. There are no clear and concise laws determining 'legality’.

2. Consent and formal approval is never given by any state or federal
regulatory agency.

3. It is very common to find inconsistencies in the rulings between individual
states as well as between the individual regulatory agencies themselves.
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In summary, 98% of the MLM's operating openly in the U.S. will go out of
business within two years through no fault of their own but by intervention of
regulatory agencies; supposedly "PROTECTING YOUR INTERESTS".

In fact trying to justify their own existence. Any MLLM program is constitutionally
LEGAL as long as it is run HONESTLY. No state or federal law can supersede
the authority of the constitution. You will often hear that an MLM program
involving a 'reasonable’ product is OK and that alf others are illegal pyramids.
THAT IS SIMPLY NOT TRUE.

Product or no product, all MLM's involve the referral of people and the
distribution of goods, services, and funds between its members, based on each
person's abilities and commitment, and this is what creates the problem.

MLM requires individual effort on the part of its members. There will always be a
small percentage of people who will complain that they have been ‘cheated’
when in reality they're complaining because they did not get 'a free ride’,
'something for nothing'. Authorities will then usually target these programs
(product or no product) and harass them until they shut down. Nothing to do with
legality.

The problem with some people is that they believe the government and its many
agencies are there to solve all their problems, including the ones they create
themselves. It's time people in this country begin to realize that government is
out of control and out of touch with it's citizens. They are not there to serve you
and solve your problems. They are there to serve themselves and to solve their
problems. In other words, our overgrown government is not there to solve
problems, they are the problem.

We are providing a service to a specific segment of the consenting adult
population and we have taken steps to insure the uninterrupted operation of our
program by placing ourselves and you out of the jurisdiction of these so called
‘guardians of the best public interest'.

DO YOU KNOW WHAT A "PARADIGM" I§?

A PARADIGM is the "way we look at and think about things around us". Before
1492 everyone had a "paradigm" that the world was flat. Columbus came along
and changed that "paradigm"”.

WE WANT TO CHANGE A PARADIGM FOR YOU TODAY

The way you look at and think about government! Who needs them? in the 50's
60's 70" and 80's everytime something went wrong the PARADIGM seemed to
be "let's get the government to fix it", "let's get the government to protect us from
it", "let's seek a government GUARANTEE" (whenever there's a GUARANTEE
there's always a cost, a sacrifice of some kind).

Where did this PARADIGM lead us? Bigger and bigger government, more and
more regulatory agencies, more and more taxes, a bureaucracy OUT OF
CONTROL that just can't be turned off.

Government's answer to all problems is 'let's create a new agency to look into
this', or 'let's throw money at it'. Did you ever notice that as soon as government
touches anything, it immediately starts costing a lot more?

WHAT'S THE SOLUTION?? CHANGE THE PARADIGM!!
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IN THE MEANTIME SHELTER YOUR ASSETS OFFSHORE!
MORE INFORMATION ON COMMON LAW TRUSTS:

IRREVOCABLE & DISCRETIONARY those are the two key words. [f you wish
maximum benefits as pertaining to taxation, confidentiality, judgments, and
claims, the trust must be IRREVOCABLE AND DISCRETIONARY, any
compromise in these two conditions compromises the benefits. Technically
speaking "deposits” are not accepted. The trustee accepts property, added to
the original trust property. When you add property (cash, real estate, business,
vehicles, boats, coins, gold, jewels etc.) you are divesting yourself of interest in
this property.

ADVANTAGES AND DISADVANTAGES OF PROBATE

If you do not have what is referred to as a "Living Trust” when you die, the court
will appoint someone to tax you, pay your bills, distribute your property, and
charge you, regardless of whether you have a will or not.

This person will have no idea that you are and what you want. This is called
"probate” and the average time for it is two years.

Curiously, if you have a will, then you must go to probate. More curious yet, even
if you haven't made a will, you already have one: the states'. Every state has it's

own version of a will, just in case you don't. Of course, you couid try giving away
everything while your alive.

This means the property may be subject to gift tax. It also leaves open the
possibility that whomever you give your property to while your alive may not do
with it what you want. Or, you could try a power of attorney to avoid probate, the
only problem with that is that it is automatically revoked upon death. The
alternative, of course, is the TRUST, preferably an OFFSHORE TRUST. If a trust
sounds preferable to Probate consult your tax advisor or contact us.

TAXATION AND YOUR TRUST

The trust in Belize, does not require a Social Security number and has no
reporting requirement whatsoever. You can keep your financial affairs in
complete confidentiality and your property safe from claims, judgments, or
bankruptcy proceedings. U.S. taxes cannot be imposed upon earnings or assets
of non-domestic irrevocable discretionary trusts that retain the earnings.
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PROSPER INTERNATIONAL LEAGUE LTD.

PROSPER INTERNATIONAL LEAGUE LTD. (P.LL.L.), an international business corporation based
in Belize, Central America, has the key. P.LL.L. will help you develop a secondary offshore income,
sheltered and unencumbered. P.1.L.L. Will also help you learn about offshore banking, investing, & tax
savings.

You may now enjoy the advantages of a totally confidential trust without the complex documentation,
legal fees or transferring of funds. Your trust can be activated and accumulate a substantial balance
within tins first six weeks. You will also enjoy the benefits of a Major International secured credit card,
with no credit inquiry or paper trail.

SUCH A TRUST WOULD NORMALLY COST YOU $1,500 OR MORE. YOUR ACTUAL COST IS
$0.00. IT COMES TO YOU WITH $200 IN IT.

The benefits of controlling a PILL Belize trust include complete confidentiality and anonymity (free of
all regulation outside Belize), sheltering of your assets, access to a Major International secured credit
card with no paper trails, and much more.

With Prosper International Leaugue Ltd (P.LL.L.), you send a one-time $200, and refer three new
members, No need to "sell” them; just refer them and the P.IL.L. marketing system will sell them. Then
a sovereign Trust is established for you in Belize, with your original $200 deposited in the trust. You get
your original $200 deposit back!

For each additional new member you refer on your first level, $200 is deposited in your account. When
the balance in your account reaches $1,600, a Major International secured credit card is applied for,
which you can use anywhere in the world--with no paper trail in your country's tax jurisdiction. Thus if
you reach a good-faith conclusion that you are a Sovereign Individual, this allows you to receive money
that is 100% legally outside any tax laws that don't apply to you.

If you refer only one new member a day, five days a week, 34,000 2 month will be deposited in your
private trust account, from which you can withdraw cash, using your Major International Credit Card, at
ATM machines anywhere in the world, or at any merchant's point of purchase.

In addition, you receive $40 for each new trust activated by new members referred by your downline,
four levels deep. This can quickly multiply out to thousands more every month!

Belize is one of the strongest countries in the world for trust privacy laws. No outside entity can legally
get any information about a private trust in Belize. Once it is set up for your benefit, no one anywhere
can find out about it.

HOW IT WORKS

1. You contribute $200

2. Choose which marketing plan you prefer, and implement it. Plans range from Time-Full to
Time-Free. All are powerful.

3. As soon as three new customers have joined the first level of your downline and paid their $200, a
Belize Trust is activated for your use, with $200, a Belize Trust is activated for your use, with
$200m in it - so you have your money back.

4. For each additional new member who comes in on your first level, $200 is deposited to your
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account.

5. When the balance in your account reaches $1600, a Major International secured credit card is
issued to you, which you can use anywhere in the world.

6. If only one new member a day joins your first level, five days a week (20 members a month),
$4000 a month will be deposited in your private trust account (20 X $200). You can withdraw this
cash using your Major International secured credit card at automated teller machines anywhere in
the world, or at any merchant's point of purchase. If 100 new members a month join your first
level, $20,000 a month will be deposited to your account. If 500 new members a month join your
first level, $100,000 a month will be deposited to your account as you can see.

7. In addition, you receive $40 for each new trust activated by new members referred by your
downline, four levels deep. This can quickly multiply out to thousands more every month!

Effectively, what's happening is that memberships are being marketed for only $800, with each
sponsoring trust receiving a $200 commission (25%) on each one. But the GENIUS of the marketing
plan is such that each member only has to pay $200. Downline members pay the rest, and after $800,
your trust receives all the first level $200 installments forever!

You on access the income through your Major International secured credit credit card, or write a "letter
of wishes" to the trustee requesting checks be sent to you. Other ways are forthcoming, also.

MARKETING PLANS

There are at least eight easy ways to choose from for generating income with the P.LL.L. program.
These are not all necessary to implement; choose as few or as many as you like:

TIME-FREE PLANS

« Join Satellite 2000. Basically, for an extra $200 every 13 weeks, the company will market the
program for you, using radio announcements, fax-on-demand, and a computerized sign-ups
apportionment system.

This AUTOMATIC TURN-KEY system could be sufficient to earn the income you want, so the
following plans are not necessary in addition to Satellite 2000, unless you simply wish to
maximize your income with the potential of all these plans.

Set up your own fax-on-demand service, with your own sponsor number on the application page.
Advertise the service in your choice of media. Once it is setup and you've got the advertising
going, your time is mostly free.

Set up a PILL Home Page on the World Wide Web of the Internet. like this, or on other computer
networks. Or, set up a BBS (Bulletin Board Service ) on a computer network, with the PILL
program featured. Once set up, it should not take very much time to maintain it.

PART-TIME TO FULL-TIME PLANS

For those who like a more "hands-on" approach, instead of he above mentioned plans, or in addition to
them, you can utilize the following methods. In all case, provide your prospects with copies of these
pages, the application membership with your sponsor number on it.

« Contact prospects and have them call the conference call described on the Home Page. THESE
CONFERENCE CALLS HAVE AVERAGED AN 80% SUCCESS RATE in listener sign-ups.
Have prospects call the 24 hour recorded message in the USA at (407) 679-5039, extension 1.
Lend them a copy of the audio tape P.I.L.L. will send you as a new member.

« Hold meetings and explain the program to whole groups at a time. If you can time them to
coincide with the conference calls, you can tune in the whole audience to the conference calls by
using a speaker phone. Pass out literature and tapes at the meetings. Some members have signed
up dozens of people in a single evening this way, eamn $200 on each one.

Send out mass mailings with copies of these pages to opportunity seekers.

MARKETING ASSISTANCE
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Click here for a few of the top marketing teachers and mentors in the world. Show them the PILL
product and they will guide you in the secrets to the most major success with minimum time and money.

Comments by Frederick Mann, Founder, Terra Libra (Cyberspace country and global freedom education
organization in your PILL upline):

"So far we're tremendously impressed with the people running the Belize Trust Program. They've done
everything they said they would do and have delivered what they promised. From the time we faxed in
our application form and $200 money order, it took only about three hours to get our ID#.

1 spoke to Don Shaw and Earl Savoy at (407) 679-2959. They answered all my questions satisfactorily.
They also gave me the name and number of the trustee in Belize who handles that end of the business.

His name is David Jenkins-phone 501-8-22990; fax 501-8-22989. (From USA dial 011-501-8-22990.) I
called him and he answered all my questions satisfactorily. You're welcome to call Don Shaw or Earl
Savoy at (407) 679-2959 or David Jenkins in Belize, before making up your mind about joining the
program.

We've received 'our’ trust documents and credit card applications forms as well as proper downline
reports.

We've received our credit cards (three per trust) and used them successfully. Our total capital outlay for
all of this was only $200! All the rest came from accumulated commissions. The benefits are significant:
accumulating offshore funds, asset protection, privacy and credit cards that leave no paper trails for U.S.
and other bureaucrats foreign to Belize."

TAXES

First of all, understand that by not reporting funds received from the PILL program, nor paying income
taxes on it, we're not challenging any laws or going against any governments. We're doing just what the
law allows.

Likewise, if you enjoy reporting and paying income taxes on your PILL benefits, or if you feel you have
to, then by all means do so. And, the following text about taxes is not to be taken as legal advice. It is for
information purposes only. PILL is held harmless; you are solely responsible for your own actions and
what you do with the information.

There are no income taxes on trusts in Belize, Central America, where the trust is established, as long as
they aren't selling products in Belize. Since you are not the one earning the income, the trust is, you can
honestly say you're receiving no income at all from this. That is why you don't have to report it-there's
nothing to report. The trust is earning all the income, and the trust is tax-exempt.

The monies you 're receiving from the Major International secured credit are loans, which are not
taxable. The fact that the loans are PAID OFF IN FULL each month by your trust commission account,
is a matter only subject to the jurisdiction of Belize, not your own country. This is the GENIUS of the
tax-free status.

If you have the trust send you checks, then it is up to you how to report it or not.
PRIVACY
Belize is one of the strongest countries in the world for trust privacy laws. No outside entity can legally

get any information from a private trust in Belize. Once it is set up for your benefit, no one anywhere
else can find out about it.
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Read the following article published on this topic.
Belize Court Makes Landmark Decision Protecting Privacy Belize City, Friday, Janu%ry 20,1998

In a landmark decision asserting Belize's sovereignty as an offshore financial jurisdiction, the Supreme
Court of Belize upheld the country's confidentiality Iaws by revoking a previous court order set in
motion by the Securities and Exchange Commission of the United States requesting that confidential
documents, belonging to Swiss Trade and Commerce Trust, Ltd. be handed over to them.

In the case, Securities and Exchange Commission (SEC) vs. Swiss Trade and Commerce Trust, Ltd.,
Banner Fund International, Lloyd Winbumn et al, Supreme Court Justice Troadio Gonzalez ruled that
documents held by the Belize court belonging to Swiss Trade and sought by the SEC, be immediately
retumed to Swiss Trade and Commerce Trust, Ltd.

Lawyers for Swiss Trade said that what this means for Belize is that this aspect of confidentiality, which
is an important feature oft the offshore industry, has been upheld. "What this means is that any party
who seeks to destroy the concept of confidentiality would have to contend with our system, which has
demonstrated its ability to uphold the relevant laws," Attorney Oscar Sabido said.

The decision is expected to have major intemational repercussions as the worlds financial community
looks to Belize and its new offshore services industry. "It is certainly a shot in the arm of the off shore
industry because of the fact that it is an industry which is just beginning,” Sabido said. A country's
ability to assert its sovereignty without the interference of outside forces is a major deciding factor in
choosing a place to invest and protect personal property.

When asked for his comment related to the decision, Lloyd Winbum, Director of Swiss Trade &
Commerce Trust, Ltd., in Belize, stated "The Court's decision confirms our company in Belize
originally. The Law related to confidentiality has been tested and found to be not lacking clarity and
strength. Any other ruling by the Court would have sent a signal throughout the financial world that
Belize could not be trusted to protect assets, provide confidentiality of transactions or otherwise serve
the needs of those who seek to do business away from their home jurisdiction.”

The decision clearly shows that the SEC stepped out of bounds in trying to obtain confidential
information, the matter having been urged on both sides by learned Queen's Council.

The case arose aster the SEC (bureaucrats) appeared at Swiss Trade's office on March 3, 1994 with the
exception that they would be able to just take the files and leave the country with them, with no regard
whatever to Belizean law. The quick reaction of company employees prevented any further disregard for
the law on the part of the SEC (terrocrats) and their Belizean lawyer, Eamon Courtenay, who previously
had been the lawyer for Swiss Trade.

DISCLAIMER

All individuals should obey all laws they are subject to. Any taxes on individual is liable for, should be
paid by that individual. Of course, each individual should make specific personal determinations as to
which jurisdictions(s) he or she is subject to, and which may cause various tax liabilities applicable to
him or her to occur.

In general, if you are subject to regulations, you should obey those regulations. This includes reporting
and disclosure regulations. In particular, when using trusts, some countries have regulations concerning
hidden ownership and attempts to conceal sources and uses of funds. If you are subject to such
regulations, you should obey and follow them.

Regardless of what regulations you are subject to, all your affairs should be conducted in good faith and
in a lawful manner.
[ -

1. Why & How to sign up TODAY!
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2. Membership Application

3. Frequently Asked Questions (FAQ)
4. Homepage

5. To leave a message

{

A link to

« International Multilevel Marketing Consultant
« Country of Belize : Government - Economic Data - GDP Growth - University - Travel & Tourism

- Legal Passport & Second Citizenship, etc.
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) How's Traffic At Your Web Site?

Get more hils with Ultimate Promotion... [CUCK)

A FERNET CASH! euntry!

NO Social Security Number, 1099's, Business License, Bureacratic Forms!
TOTAL Finaneial Privacy, Legal Offshore Income: Invest $200, Get $1,000's!

Here is the complete program on obtaining a "No Questions Asked" "VISA" Card, an Unlimited Tax
Free Income and an Offshore Trust. It is rather long, yet, very valuable so I suggest you print it out for
detailed review.

Receive a MAJOR INTERNATIONAL CREDIT CARD
("VISA™) - without any credit checks !...

Earn a substantial TAX~-FREE INCOME !... and

Own your own PREVATE OFFSHORE TRUST ...
through Prosper International League Limited! (P.I.L.L.)
Simply introduce others who want to do the same anywhere in the World!
Copy these pages as your own Sponsor pages! Let the INTERNET work for YOU!

*No setling - No buying - No mventory
*No reporting - No accounting - No 1099s
*No deductions - No paperwork ~ No forms
*No office rent - No set office hours - No overhead
*Completely private - Entirely confidential - No equipment
*Unlimited market - Operate from home anywhere in the world...
*Very little competition - Instant access to inconte anywhere in the world
*Unlimited income potential; income duplicatable ss many times a year as you wish,

With Prosper International Leaugue Ltd (P.1L.L.), you send a one-time $200, and refer three new
members. No need to “sell” them; just refer them and the P.LL.L. marketing system will sell them. Then
a sovereign Trust is established for you in Belize, with your original $200 deposited in the trust. You get
your onginal $200 deposit back!

For each additional new member you refer on your first level, $200 is deposited in your account. When
the balance in your account reaches $1,000, a VISA card is applied for, which you can use anywhere in
the world--with no paper trail in your country's tax jurisdiction. Thus if you reach a good-faith
conclusion that you are a Sovereign Individual, this aliows you to receive money that is 100% legally
outside any tax laws that don't apply to you.

If you refer only one new member a day, five days a week, $4,000 a month will be deposited in your
private trust account, from which you can withdraw cash, using your "VISA" Card, at ATM machines
anywhere in the world, or at any merchant's point of purchase.

In addition, you receive $40 for each first member enrolled by your downline, four levels deep. This can
quickly multiply out to thousands more every month!

Belize is one of the strongest countries in the world for trust privacy laws. No outside entity can legally
get any information about a private trust in Belize. Once it is set up for your benefit, no one anywhere
can find out about it.

YOUR "VISA" will be issued with a $500 CREDIT LIMIT as soon as $1000 may be transferred from
your trust account to an interest-bearing collateral account. The credit limit may be increascd at your
discretion by transferring additional funds into the collateral account. The credit card may be used
anywhere in the world.
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It is completely confidential, no social security number or credit information is required. There is no
reporting, and your bill can go to and be paid by your trust. Therefore no interest is charged and there is
no paper trail,

You can "work smart" and quickly build a glittering tax free income for yourself and your
family - yet still have long hours of leisure time to live life to the fullest!

Have you noticed that change now affects all our lives to en ever-increasing extent? Becoming a
Prosper International Member enables you to take complete charge of your own life over the
months and years ahead. Being able to do this comes down to the degree of financial
independence you decide to achieve.

Read every word of the Prosper International message very carefully...and remember,

P.LL.L. makes no reports to anyone!

THREE Incredible Benefits:

1. You are able to offer a Major International Credit Card, "VISA™ to anyene, anywhere in the World,
regardless of negative credit history, current financial status or lack of credit reporting systems, as in
former communist countries or 3rd world nations. Simply by investing $200, any applicant can enter this
unique program. An Offshore "VISA” is a an appealing benefit to millions of people worldwide
currently "black listed" by the networks of credit rating computers !

2. Each and every time you introduce a new associate to the Program, you will earn a massive $200 Tax
Free income paid directly into your Offshore Trust. When your new associates themselves introduce
others, who open a trust, to this program, your trust account is automatically credited with a further $40
on the first new member they sign up, down four levels !

3. The cash steadily amassing in your private Offshore Trust can be accessed at any time, and from
literally anywhere in the World by using your "VISA" in any cash dispensing machine ! No paper trails !

Remember, P.LL.L. makes no reports to anyone!

Why You Need A Trusi:

Key Benefits of an Offshore Trust with P.LL.L.

Complete privacy, confidentiality and complete anonymity in
ALL personal and business fransactions! Free of all regulations!

Shelter yourself from financial setbacks, unscrupulous creditors,
bankruptcies, costly divorce settlements and legal actions!

Shelter for your secondary personal income!
Tudgment-proof your assets!
Minitmize, postpone or avoid taxes, including property and probate!
Facilitate passing on wealth (o heirs!
Arrange children's education funds and your own retirement!

Facilitate insurance and investment planning without tax Hability!
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Access, direct and immediate to your Trust Fund,
via your "VISA" - including drawing CASH
from your trust with the card at any ATM accepting
YWISA" , ANYWHERE IN THE WORLD!

FREEDOM to spend your money literally anywhere in the World with
NO PAPER TRAIL using the "VISA" .

Remember, P.LL.L. makes no reperts to anyone!

Think about it and IMAGINE the possibilities!!!
4 Easy Ways to Get YOUR "VISA"

| The Low Cost Way | The Quick Way [ The Quicker Way | The Quickest Way |

I encourage you now to take your first step to True Freedom: Join ONLINE Now!

Or, print the APPLICATION form now. If you have problems printing this application, let me know
and I will fax or snail mail one to you. Or you can use the fax on demand line at +1-407-679-5039, push
ext. 1, then afier the message push ext. 9 to receive an application instantly by fax.

Be sure to use my Member #5139 On Your Application!
on the application that you fax back, join online, or send by mail.

Ouce you receive YOUR ID#, email it to me at E-Mail: ikos@earthling.net
Don't be atraid to send me your questions by e-mail! Be specific as possible.

Get Your FREE Osfthore Newsletter By E-Mail!
Enter your email address below,
then click the 'Join List' button:

Powered by ListBot

Dwill help you get started right away.
Remember, P.LL.L. makes no reports to anyone!
How to Enroll Yourself and Others Now, Using The Latest High-Tech Services:

If you have a touch tone phone, you can hear about P.LL.L. Dial the Florida call center ,
+1-407-679-5039, push ext. 1. To get a fax sent on demand for an application and P.LL.L,
information, call the P.L.L.L. fax center in Florida, +1-407-679-5039 push ext. 1, then after the new
menu is read, push ext 9.

To talk to the founders, Don Shaw or Jay Savoy personally, call them at +1-407-679-2959 (in
Florida)

Belize Court Makes Landmark Decision Protecting Privacy

DISCLAIMER

Youy Questions Answered
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By "working smart' as a Prosper International League Associate you can look towards the future
with immense confidence. Why?

...because you are able to use the Prosper International Program to enjoy a sizable Tax Free

Income that is decided by you! Doesn't this thrill you and inspire you? Act at once, become a Prosper
International Associate now!

This "no questions asked" Major International Credit Card, ("VISA") can also be your "magic"
key to a secret tax free income. Just how large that income becomes is your decision. Earnings of $200
- $2000+ a week can be achieved You choose the amount you want to earn!

This "VISA" is yours without any credit checks at all. Take the first step now! Open the door wide to
freedom that comes with thrilling financial independence. Less than 5% of the population actually attain
a financial situation that keeps them in carefree comfort, even at the age of 65. Retired? You can make a
lot more than your pension with this and no reporting!

Your $200 investment entitles you to your own personal Offshore Trust Account located in a
millionaire's tax haven, Belize, Central America, a highly respected member of the British
Commonwealth of Nations. Your tax free Trust funds are held by Swiss American Bank in Antigua.

Your next step - Introduce just 3 others to this fantastic ""VISA" offer! Once three others invest in
an Offshore Trust, your new Trust Account is at once credited with $200. At this point, your trust
account will have received back your initial P.LL.L. membership fee!

Now every single person you introduce earns you a further $200! When you have introduced just 4
more members to the program, you will have "recruited” 7 people in total. At this stage your own
Offshore Trust Account will hold the first $200 you earned plus a further $800 (5 introductions @ $200
each), making a balance of $1000 in your account!

Your personal "VISA" is now issued to you with $500 to your credit. The $500 Credit Card is
secured by your trust funds placed in an interest bearing savings account in your name. Of course, as
your Trust grows, you can transfer as much funds as needed to be available for your Major Intemational
Credit Card, ("VISA") .

Now your"Secret” Trust Account continues to grow! You will naturally continue to introduce new
account holders. As a valued Prosper International Associate - these new members are each worth $200
to you. This sum is automatically credited to your personal Trust Account as each Associate makes their
initial investment.

‘When each Associate under you introduces just 3 people themselves, and they in turn introduce just 3
people, a 3 wide 4 deep group will develop and potentially activate 120 trusts, at $40 from each first
person sponsored, totaling $4,800 plus the direct $200 membership fee, for an even $5,000. There is no
limit to your income and it's paid tax free DIRECTLY into your personal Offshore Trust.

Huge earnings are achievable if working smart is an appealing idea! Conventional jobs may get you
nowhere except trapped. However, "smart work" is different. It is an entrepreneurial activity that will
NEVER be limited in any way. Becoming a Prosper International Associate is a perfect example of
working smart. How rich you become is of course, your decision. The only limit is the drive and
ambition you possess.

Use the P.LL.L. Program and you will be unstoppable

More Questions FAQ, Technical Questions FAQ, Marketing Consultants

Read what current Associates are saying about the Prosper International League Program:

Comments by Frederick Mann (Founder, Terra Libra)
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"So far we're tremendously impressed with the people running the Belize Trust Program. They've
done everything theysaid they would do and have delivered what they promised. We've received
"our™ trust and credit card application form as well as proper downline reports. People are going
for this program like gangbusters!

We've received our credit cards (three per trust) and used them sucecessfully, Our total capital
outlay for all of this was only $200! All the rest came from accumulated commissions. The benefits
are significant: accumulating offshore funds, asset protection, privacy, and credit cards that leave
no paper trails for U.S. and other bureaucrats foreign to Belize."

"I've been searching for something this simple and secure since 1984. I enrolled 9 new members
within one month in the business! (May 1995) The VISA card is a brilliant product.” - T.B.

"So far we're tremendously impressed with the people running the Belize Trust program. They
have done everything they said they would do, and delivered what they have promised. We've now
received 3 credit cards and full detailed downline reports. People are signing up in the droves!" -
C.HK.

"The benefits are significant; accumulating offshore funds; asset protection; complete privacy and
a credit card that leaves no paper trails for bureauerats.” - T.Y.

" A truly superb worldwide business!” - DLAL

"1 introduced 10 new members in my first three weeks - all thanks to a small classified
advertisement in my local paper!"” - M.G.

"We decided to join the Prosper International last month because we couldn't think of a reason
why anyone would decide not to! The initial results have proved us right. A small advertisement
has brought us in over 12 new members, We are now loeking forward to earning a very good
income from the program over the months and years ahead!” - E.M.

This program is super simple and in huge demand. You're in on the ground floor of 2 major trend
in personal finance and all you have to do is refer people to this easy marketing system. There are
5o many ways to market this program, it's incredible. I will personally help you succeed in
achieving financial freedom and peace of mind. Please understand, if you don't sncceed, neither do
1. I can't wait to see your offshore trust account grow to huge balances!

Remember, P.I.L.L. makes no reports to anyone!

i % &
T Nember of the Interugt LK Exchange "

Return to the 1st PILL PAGE



4083

Senate Permanent Subcommittee
On Investigations

EXHIBIT # 6ih

Documents related to other frauds
or questionable accounts
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Swiss AMERICAN Bank L.
ACCOUNT OPENING CARD - COMPANY/TRUST/CLUB

Please camplete In capital letters, Signitories must be 18 years and aver.
All information provided will be held in strict confidence.

TR A, T ESTIME TS
LRSS ,
INEMAs kX

of Account:

=of B

ry of Registration;
CORPORATE ADDRESS POSTAL ADDRESS

S0 ST IAED RaAD,

ADHINESTRATIVE., SR
; e S RN L DVELAL2=2S0

B CRuos. SyREET. Al Mo 08204
Bm\‘mgma(,,.ﬁﬂ;.}{_\ﬁ;.. SRR 22 | S-S
LOEST e

T AVA-5354- 190k

wone. 3G sSU-ARS Facsimile:

st Signatary {State How Ta Si!mly or. 3
{Use Black Balf Point Pen for Signatures)

Throwrle: .«% ORYE

I = /\me

Hice Helds P{D'N\\ ovsTETHR

Signature - Keep [nyide Box .

mame:

5t Name:
fice Held:”
A3

mamat

st Name: ©

tice Held:
. Sigrature « Kezp Inside Box
dditional Signatures, use copy and afix soal. . '
é&: Address of C\K’.‘Ib’f DL\\.O\‘B AT \\\,NL'EP\-\Q '
ankers oo -
: 1N22. WNDPa T Fhe A Repiy, OPert, WC. 7950

PO sTRANVE, Setes LT

tuced By:
Pliase T Cuer
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Swiss AMERICAN BANK L1D. ) page 4

CottcidT Savias

Slale whelher Currenl/Savings or obher.

~ meof Account

Authorisstion for Bank to accept Instructions sent by mail, facsimile or computer.

1/ We ngree to and accept any damages arising from the utilisation of instructions sent by mial, fsesimile or
computer, We acknowledge that any. transfer of Aunds may only be instructed under signature as given by
med vs. 1/ We confirm that the Bank shall not be held resporaible for any loss, Hability, expense, mulilation,
deiay or double sending that may result from such Instructions. The same applizs to lncomplete and
ambiguous Instructions given by me/us. 17/ we hereby undeml;e to indemnify the bank om and agaln,
amy actions, proceedings, damages, costs, claims, demands, axpenses and Josses which the bank miy suf j
incur or sustrin by reasan of your following my/our instructions seni by mail, facsimils or <y \&. This |
authorisation is deamed tyuxsuam to & resolution of the Board of Directors an&M

e

Authorised Sig ‘x'd’ai’:— 25 \ WA

‘FOR BANK USE ONLY

1{ Accouw’rma { ACCOUNTNO. Jl’ DATE OPENED }L CURRENCY l
S — | — ]
J ]

Prepared By

m

Qther Instruciions,
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page 7
{ﬁ; ‘ Swiss AMERICAN BANK LTD. ‘
? - \ REQUEST FOR BANK REFERENCE AND

VERIFICATION OF CUSTOMER IDENTITY

in acccrﬁan'_;e with our *Know Your Customer” Policy, we request the actount applicant to
have his/heritheir current bank or financial Institulion provide the information as delalled below:

To be completed by\ the customaer
Nama : Q}”PJZ 2T W Sowe

Address, QLSO Srprerd nody” B s Moz TR G 2761
Signature(s); /“\_‘_,%ﬂ ey ‘}gi/\i\}p\/\

To be complatsd by the Financlal Institution

1. We confirm that the aboye cusmmer(s@are - is/are not known to us and has bean 8
b f‘:'/ !2 [ !

customer sinca

mm/ddlyy
2. We, cannot confirm the address givan by the customar.
3. Weleon! annot confirn that the sgnature(s) shown above appsars to he that of tha

above Customar: )
“We believe that helthey may be consideréd respectable, trustworthy and good for

operaling an account.

Name of Confirming Inatitution: FT VS'{’ U hion N i?L“HZ?VL el P ;J;/
adaress. 1122 Kildeure Farm W24 .
Camg e 29571
Tetephane/Fax__ 410~ 2B ~b g Z 4l - - 292)03
Name of Confirming Officer; Mavaiee V“"@« V. Dé l’t{‘DV} qg;‘j;‘iif’xf‘%;?;f Ei‘{:“)\
]

sig . M,A/\/(t?)ﬂz(mv DMU{'TA g - \/D@{tj%

institution Stamp : Afithhrized Signaturz

We aporeciate your cocperation ahd confirm the abova Information will be Iraated In strict
coafidence. We acknawledge that information may only be provided o the best of avallable
knawledge and is given without respansivility on the part of the confirming Institution and its
officers. Thisresponsa may aither be returned ic the requesting customer(s), or sent dlrectly

lo Swiss American Bank.

“rdanager

FRIARS Hit{ ROMD P O 00X W1R0L WOODS CENTRE, ST JOMNS, ANTIGUA W L+ TEL 268-250-2240 + FAX: {768} 162-1831 » E-MAIL: switsambantPeandw.2y
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Appointment of Bankers - Companies

At a meeting of the Boaod of Direcrs of B page B
Ry et RAnDd T uwEsTHeNT ‘

. b Limited

hese egisered serina 2= 02 Bk 205 = AL Coanon STeeET

NS TTERLE . T VTS WD s
& dny of, /‘,ﬁ" i/ . 19?5

held the

It was resolved:-

That SWISS AMERICAN BANK LTI b appointed i pynkers of ihe Company.
conhnue as

)t said Baok am hareby authorised and requested.

That regarding ihe Compsny 6u.f 235

1. To honourand comply with 21 thoques drafis bills of exchange promi: noles accep g
and exders exprosicd to be drawn accepled made or given on behalf of this Campay 3l any time ot times whether the banking
i d by any payment tiereof orin relstion thereto

Acrount of of this Company are d srany
wrare in credit o stherwise bul without prejudice to the Bank's right to refuse to allow any averdsalt or Increase of overdraft,

2. Inthe evernt of the gaid 2ocotat deqoming everdrawn st any time we Bereby agree that you shall be entitled to charge
campaund interest an the sum by which the said account is o i on dally bal with manthly rape and that
the rale of interest charged from time to Hime shall be ! your sole discretion. You ahall ast be bound to notify us In advance of
any chonge in the rate of interest bul on recript of a writlen reques) from s yau shall be obliged (o specify the rate of iotesrst
being changed at the Gime of such request, -

3. Te honour and camply with all instructions 1o deliver or dizpone of Ay Socuritio or documents or praperty heid by
the Bank on behall of the Company; {o hojd the Campany liable on alf agreemends and indemnitics in connection with the issuo

of tetlers of credit, drafts and iefegraphic transfers and with all banking ttansactions.

Provided any such choques, drafts, bills of exchaage, p y notes, accep gotiable i orders,
ruetions agnements and indemnities are signed by the persons holding the undermentioned offices for the time belng ™

"“State whether sijming singly or stherwilse.)

Ko Y- B0RE L P STeSN0%.

.

o
ANY

AL

and countersigned by® (il applic ]

4. Tov treat all cheques, drafts, bills of exchange, promissory notes, Y fable J and orders, as
::»;nH endarsed on bohalf of the Company and to dizcount or otherwise deal with theny provided such endorsements purport 1o
¢ signed by* -
/"\:2 S P 3
SEERT. L D0t A ssaaalk _
5. Taexncel all existing rmandates {if any} in force at thirdate hereof with regard to the Compuny's said Account(s) whick
Mandates are hereby terminajed.
henti din d. with any

Provided that 21t authadties, lostuchians, Instruments and
exinting Maadaie and purparting (o dave been given, made isyucd or entered into prior to reenipt by SWISS AMERICAN

BANK YD of notice of this resolutiaa shall have effec] as betwoeen the Company and
R ax though this resclution had never boen passad. -

That alist of the names and specimen signatures of the persons at preseat anthariced o cign under this meofolion be
farnished 10 the Bank,

That the faregoing mandate and Jist of names mmain i force nntif secerpt by the said Bank of » duly certified copy of &
rsolution rescinding or amending the same,

e by cortily the above to be s lrue copy from the Minutes.

Cbaterman

rposgte Seenetary

Y-&-78

Z/M’(y{" /}%“..Cu

&



4088

page 10
SPECIMEN SIGNATURES .

(The positien occupied by each signatory, Le. D‘ix(-ector, Secratary, ete, should be stated
after each name)
PRINT NAME(S) . SIGNATURE(S)
. h /’2: . o
WRomee T S ol i ,ﬁﬂ&w/%\ \ s

Position:._ IDEMWRESTRATOL. ..

will  sign
Position:

will  sign
Position:

will  sign
Position:

will  sign
Position:

will  sign
Position.....

The Secretary has pleasure in enclosing:~

1) Certificate of Incorporation of the Company.

2. Certificate of Good Standing that the Company is entitled to continue businass.
3. Copy of the Memorandum and Articles of Association.’

4. Any related Cprporate Resolutions regarding banking arrangements.

To SWISS AMERICAN BANK LTD
Antigua, West Indies.
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page 13

ADMINISTRATIVE SERVICE, LTD.
34 Cloverview
Helens, Montana 59634
1-406-449-3875
fax 1-406-445.4030

To: Swiss Armerican Bank:

Upon receipt of funds into accomt>Q AT \f\ﬁ&&ﬁ LOUESTREYT S

usme of first forcign trust

please immediately transfer {o acount et Seek 0 TRt ohdL
name of second forelgn trost

and debit my account the appropriate transfer fee.
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page 15

ADMlNISTRATIVE SERVICE, L.TD.
34 Cloverview
Helena, Montana 59634
1-406-449-3975
fax 1-406-449-4030

To: Swiss American Bank

) k ‘/-"‘-"“\
R B N
This letter givas our authorization for QO%UQ\\ - 5 - QQ

names of Administrators

Administrators of ./\2\63 wv XA PASD J—SM\JF‘Sﬂ*\ CYWL S L and
name of first foreign Trust

6‘.’f (AN =4 %’(’P&Cﬁ t,L\S'Q&_\\W\CXU\K , 10 open and cloge the

name o/ second foreign Trust

' correspanding bank accounts,

Bitl Fgrim

Bzii Gagrnon
Agent, Administrative Service, Ltd,

\zo%ﬁ P ewipll,

( Terence J. Mw‘phy
Agent, Administrative Serwce Lid
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The Secretary of State
of the United States of America
bereby requests all whom it may concern lo permit the citizen/
naticnal of the United States named berein 10 pass
without delay or bindrance and in case of need 1o
i grve all lawfel aid and protection.

"

Le Seerétaire d'Etat
des Etats-Unis d'dmérique
prie par les préventes loutes autprités compitenter de laisser passer
le citoyen ou ressortissant des Etats-Unts titulatre du présent passeport,
sans dilai nf difficndté et, en cas de besoin, de Iui accorder
taute aide et projection légitimes.

st e o e e .

ST

S ivr DY

SIGNATURE OF BEARER/SIGNA

T DU TITULAIRE

NOT VALID UNTIL SIGNED

s UNITED STATES OF AMERICA
Type/Catf- Cade clissuing / cady 6u pays PASSPORT NO./NO, DU PASSEPORT
gorie 3% £metteur

ush 101212688

Surname / Nom

4 r’wa§:‘5 ¢ H U S Euaz nsl cgp(aﬁonq Ear§d!=xi\im'llcn

FEV 93 17 FEB/FEV 03

Amandments/

PASSPORT AGENCY o i
BOSTON 24

P<USABURR<C<ROBERTXHENRY<<<CLLLLLLLLLLLLLLLLL
T012126881USA6211246MO302173<4<<<<CC<<Le<L<<0

i

ol -
>, lace Je
e e, Lo Py S
b?:»?i&'ﬁ' f'ﬁl Buge PeRSPrtty aprepren BEESE L///) ) /7

S P THIS DOCVAENT. _

[P e B S
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\; SWISS AMERICAN BANK [, TD.
June 10, 1998

The Director ;
Silver Search International
9650 Strickland Road
Suite#103-250, Raleigh NC
US.A. 27615

REF: Robert H. Burr
Tricia M. Buir

Dear SiriMadam;

We are pleased to enclose your new preferred SwissAmericard Visa corporate
cards {2) and welcome you as a new card holder. We believe that Visa card’s
world wide acceptance combined with Swiss American’s dedication to high quality
and confidential personal service, will make this an especially useful and flexible
credit card for you.

We hope that you will use the card actively, but please treat it with as much care
as you would treat cash. If the card is lost or stolen, piease call Swiss American
or any of the emergency numbers that we have given you immediately so that we
can cancel the card and minimize the potential for loss.

We are delighted that you have chosen SwissAmericard and trust that you will call
us if you have any questions about the card and related services, Please sign and
return the attached copy of this letter to' confirm receipt of your card(s).
Sincerely,

\f‘(‘ﬁ*/\g\@/
Brian Stuart-Young
Manager
BSYNVj

Encl.

Receipt



4093

our Personal ldenfification Number identifies you to the computer
‘hen you use your Card. For your protection DO NOT write this
umber on your Card, and DO NOT keep it with your card! If you
arry the number disguise it so it cannot be identified as your
ersonal Identification Number.

GUR CARD HAS RECENTLY BEEN MAILED TO YOU.

{ YOU HAVE NOT RECEIVED IT, PLEASE CALL US IMMEDIATELY.

. THIS IS YOUR PERSONAL
.. B IDENTIFICATION NUMBER
SILYVERT SEARCH INTERNATIONAL : cang:
$650 STRICKLAMD ROAD :
SUFIE#iCE-EBO, RALEIGH, NC.
U. 5, A

RUOBERT

WISS AMERICAN BARK LIMITE!? ) e

JEAR CARDHOLDER.,

(INDLY ACKNOWLEDGE RECEIPT OF YQUR VISA GOLD

L

% ACCOUNT: % % CARDS #*
4551-3701—-2208-B539 ¢
e R AL
RINGIPS CAHDHDLDER/SJL‘JER SEARCH INTERNATION
5 DATE 1-2-9%

ZUS"FDME‘R SIGNATURE
v

y

NESSED BY

ALT
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Far Customer Service or to
report a lost or stolen card,
call immediately or write:
Account

SWISS AMERICAN BANK L.IMITED Number: 4551-3701-2208-8539
HIGH STREET .

P_3. BOX 1302 .

8T. JOHN’S ANTIGUA W. I, -

' Total Credit Line: %10, 000
SILVER SEARCH INTERNATIONAL Cards Enclosad: ¢ 2

F4£50 STRICKLAND ROAD Valid Through: 0&L/99
SUITE#103-250, RALEIGH. NC. )
U. 5 A :

27615 e

. Lo ) - - To order additional cards for
. Your card(s) is valid uniil the_ : yourself or other members
~ -date shown on the frontof - of youf ‘household call the
- your card. ' " number’ provrded bemw -

CUSTOMER SERVIGE OR TO'
LOSTOR. STOLC\J GARD P CONT, ACT

4551-3701~32208-B539  06/99

SWISS AMERICAN BANK
4625109

IN U. 8.4, (305 372 3000
V. R. 8. (305 372 3027

ATGHT? ANAY YC]U
*INFIRMATION OF .

N NUMBER "SHORTLY S N'-EICH Wit .
sLLOW YOU TO OBTAIN CASH. .
ADVANCES THROUGH A WORLDWIDE
NETWORK OF AUTOMATED TELLER
1ACHINES.

LIMITED
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Swiss AMERICAN BANK LLTD.

Dear Customer;

Please be advised that payments o your credit card account{s) must be made by the
following methods:- -

- . Cashiers Check/iCentified Check
- Money Order { International}

- Postal Order

- Wire Transfer

- Signed Faxed Instructions

Any personal cheques will be sent on collection and payment made after proceeds are
received from respective banks. This process takes approximalely 21 working days., Our
wire transfer instructions are as follows:-

Chase Manhattan Bank

1 Chase Manhattan Plaza
New York, NY 10081
USA

SWIFTCORDE:CHASUS33
ABA #021000021 for.credit to A/C #001-1-879283 in the name of Swiss

American Bank Ltd,, (Antigua) for further credit to your Credit Card
N TET) 2 0T N or in the name of

Please be sure to clearly indicate the correct name and card number of the account when
sending payments by the above mentioned methods.

Thank you for your kind co-operation. Any inconveniznce caused is deeply regretied.

Management
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SWISS AMERICAN BANK LTD.

June 10, 1998

The Director

Silver Search International
9650 Strickland Road
Suite#103-250, Raleigh NC
U.S.A. 27615

REF: Robert H. Burr
Tricia M. Burr

Dear Sir/Madam;

Enclosad is your new PIN issued on your SwissAmericard Visa card account no.
4551-3701-2208-8539.

Kindly sign and return the attached copy of this letfer to acknowledge receipt of
same.

Sincerely yours,

7~ @4{

/Jean Thomas .
Credit Card Administrator

JTH]

Encl.

Receipt liinevinam o - Date foiiinnn



Transactions through Berney Accounts at Swiss American Bank
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Date Transaction | To From Amount

July 29, 1999 Debit BMIDLGB22 Cambro $200,000.00
27-32 Investment
Poultry Group (ORG.)

June 21, 1999 Debit Fidelity Holdings | Cambro $450,000.00
International Investment Group
{ORG) (ben)

June 9, 1999 Credit Fidelity Holdings | Cambro $450,000.00
International Investment Group
(bnf) (b/o)

June 7, 1999 Credit Fidelity Holdings | Peter E. Berney $1,000,000.00
International (b/o)
{bnf)

May 3, 1999 Credit Fidelity Holdings | Peter E. Berney $500,000.00
International (b/o)
(bnfl)

March 2, 1999 Credit Fidelity Holdings | PBA Energy $100,000.00
International Associates
(bnf.)

January 21, 1999 Credit Fidelity Holdings | PBA Energy $250,000.00
International Associates
(bnf))

December 22, 1998 | Credit Fidelity Holdings | PBA Energy $250,000.00
International Associates
(bnf.)

December 15, 1998 | Credit Fidelity Holdings | PBA Energy $250,000.00
International Associates
{bnf)

Prepared by the Minority Staff of the United States Senate Permanent Subcommittee on Investigations




KATHRYN E. LANDRETH
United States Attorney
KURTP, SCHULKE

Chief, Criminal Division
JANE H. SHOEMAKER .

Assistant U.S, Attorney F l L E D

RICHARD A. SERAFINI

Trial Attorney “

Criminal Division, U.8.D.0.J. A 17 199
701 East Bridger. Suite 550

Las Vegas, Nevada 89101 : . CLERK ULS. DISTHICT COURT

(702) 388-6363 (- DISTRICT OF NEVADA

DEFUTY

Attorneys for the Government

UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA
. ~plo~
/UNITED STATES OF AMERICA, )
} INDICTMENT
Plaintiff, )
) -
v, ) CrRs99- A7 ]~ HOM «@
)]
PETER BERNEY and Y VIOLATION: 18 US.C. § 1956{h)-
REBECCA BERNEY, } Canspiracy to Launder Monetary
)] Instruments; 18 US.C. § 982(a)(1)-
Defendants. ) Crimninal Forfeiture
)
THE GRAND JURY CHARGES THAT:
COUNT ONE
{Conspiracy o Launder Monetary Instruments)
DEFINITIONS

The "open market” in the securities industry consists of all free trading stock that may be
purchased and sold through stock exchanges and stock brokers,

"Stock hrokers” are professionals who specialize in purchasing and selling stocks and
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other securities on behalf of their clients,

"Privately held" stocks are sgturities of corporations that are nat tradeable on any
securities exchange or public stock trading venue.

"Free trading” stocks ave securities that an investor may purchase through a stoek
exchange ot through a brokerage office by simply offeﬁng to pay the publicly listed ptice of the
stock.

“Restricted stocks” are securities that pursuant to securities law may rot be traded in the
open market.

“Shell companies" are validly established corporations that exist on paper only. They
have no business and usually no value. Shel] commpanies ate either public or private compantes.

A "private company” is one that dozs net have stock trading freely on the open macket..

A "public company” is one that has stock that is freely trading in the open market.

The "over-the-counter” market effects trades through brokerage houses that sell specific
securities without resort to a securities exchange. This is referred to as “making a market” in
those securities, Stocks sold in the "over-the-counter” market are typically Jower priced shares of
stall companies, which are traded through brokers whe handle the particular company’s shares,

A "market maker” in 2 particular security is a brokerage house that bandles trades in that
pa;dicula:" "over-tha-counter” secnrity.

A “transfer agent” in the securities industry is a business entity that changes the titls and
ownership of a securty when that security changes hands.

A "clearing firm” in the secutities industry is a brokerage firm that undertakes
admimisirative and support services for another firm that 2ctually handles the trades. Typically,
larger firms will offer clearing capabilities to smaller firms to save the smaller entities the costs
associated with "cleating” securities teansactions.

i
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INTRODUCTION
At all times material to this :Indic[ment:
National Health and Safety, Ine. (National Heaith), Terra West Venture, Inc. (Terra
West), Health and Wealth, [ne. (Health and Wealth), and Mosaic Multisoft, Inc. (Mosaic), were

companies whose securities traded in the over-the-counter market., National Health, Terra West,

Health and Wealth, and Mosaic were shell companies. doing no busi and generating no
income.

Barrett-Day Securities, Equitrade, M.H. Meyerson & Co., Inc., and other securities firms
were brokerage houses that sold National Health, Terra West, Health and Wealth, Mosaic, and
other scourities for the purported owners of those stocks.

Watkins Glen Development, PBA Energy Associates, and Cambro Investment Group
were the names on bank accounts opened and used by the defendants at banks, which included
Continental National Bank and Bank of America.

THE CONSPIRACY

From as early as January 1993 and continuing through the date of this Indictment, in the
District of Nevada and elsewhere, defendants

PETER BERNEY and
REBECCA BERNEY

and others known and unknown to the Grand Jury did kuowingly conspire and agree to commit
the following offenses against the United States: 1) Laundering of a Monetary Instrument in
violation of Titla 18, United States Code, Section 1956(a)(1)(A)(1) by knowingly and urlawfully
conducting financial transactions involving property known to represent the proceeds of some
form of unlawful activity, to wit: mail fraud and wire fraud, violstions of 18 U.S.C. §§ 1341 and
1343, knowing that the transactions were designed in whole and in part to promote the

continyation of such mail and wire fraud violations; and 2} Laundering of a Monetary Instrument




23
24
25
26

4101

in violation of Title 18, United States Code Section 1356(a)(1)(B)(i) by knowingly and
unlawfully conducting financial txagisaclions invalving property knewn to represent the proceeds
of sorne form of unlawful activity, to wit: mail and wire fraud, violations of 18 U.S.C. §§ 1341
and 1343, knowing that the transactions were designed in whole and in part to conceal and
disguise the nature, location, source, ownership, and control of the proceeds of said specified
unlawful activity.

PURPOSE OF THE CONSPIRACY

It was the purpose of the conspiracy for the defendants, PETER BERNEY and
REBECCA BERNEY, using personal, corporate, and frust bank accounts to do the following:
1) bide and retain some proceeds from the fraudulent sales of National Health, Terra West,
Health and Wealth, Mosaic, and other securities to the public by their coconspirators, and 2) to
utilize some of the procceds of these fraudulent sales to fund the further fraudulent sales to the
public of other worthless securities.

MANNER AND MEANS

It was a part of the conspiracy that the defendant PETER BERNEY and other
cocotispirators would merge privately held corporations with virtually worthless shell
corporations, which were tradable on the over-the-counter market, thereby creating freely
tradable sevurities for companies, which included National Health, Terra West, Health and
Wealth, and Mosaic. The privately held corporations would have balance sheets that would
make the new merged entities appear to be valuable.

It was a further part of the conspiracy that af any given time the defondant PETER
BERNEY maintained an inventory of between 35 and 50 shell corporations available for
merging with privately held corporations.

It was a further part of the conspiracy that the defendant PETER BERNEY and other
coconspirators would install new boards of directors for the newly merged corporate entities.

4
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The new boatds of directors would not be independent, but instead the defendant PETER
BERNEY would exercise control aver the new boards of directors.

1t was a further part of the conspiracy that the new boards of directors, which defendant
PETER RERNEY controiled, wonld appoint officers for the newly merged companies.

{t was a further part of the conspiracy that the defendant PETER BERNEY would cause
the new boards of directors o issue stock that was to be freely tradable in the over-the-counter
market. The defendant PETER BERNEY and his coconspirators would gain control of all the
new freely tradable shares. This would make any outstanding shareholdets of the pre-merger
sheil comoraﬁons powerless to contro} the affairs of the newly merged companies.

[t was a further part of the conspiracy that, when the boards of directors issued the new
stocks, they would also issue restricted stock to the former owners of the privately held entities
that had merged with the shells.

t was a further part of the conspitacy that the new boards of directors would ssue the
new free irading stack at very low prices. The defendant PETER BERNEY or nominees
cooperating with him would purchase ail of the new freely tradable shares, thus, consolidating
virtual complete ownership of the company in his bands.

It was a further part of the conspiracy that the defendant PETER BERNEY or
coconspirators would instruct the transfer agent to issue the new free trading stock, which he had
purchased, in the natnes of various coconspirators or fictitious entities. He would instruct the
transfer agent to issue stock in the names of defendant REBECCA BERNEY, Watkins Glen
Development Trust, PBA Energy Associates, and Cambro Investment Group.

Tt was a further part of the conspiracy that the defendants PETER BERNEY and
REBECCA BERNEY would use corporate and trust names as the sellers of the securities to
hide the identitics of the true owners and sellers of these and other securities.

It was a further part of the conspiracy that the defendant PETER BERNEY would cause

5
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National Health, Terra West, Health and Wealth, Mosaic, and other newly merged companies to
send false filings to the United Stat;S Securities and Exchange Commission (SEC) and the
National Association of Securities Dealers (NASD) via the United States Postal Service and
private and commercial interstate couriers, Such flings Quuld be false in that they would fail to

notify the SEC and NASD of the true control of the stock by the defendants PETER BERNEY

| and REBECCA BERNEY and their caconspirators.

It was a further part of the conspiracy that coconspirators of the defendants would set up
trading accounts at Equitrade, M.H. Meyerson & Co,, Inc., and other securities brokerage firms
in the names of the purported owners of National Health, Terta West, Health and Wealth,
Mosaic, and other securities.

Tt was a further part of the conspiracy that some coconspirators would subvert the
legitimate operation of certain brokerage firms, including Barrett-Day Securities, in that
coconspirators employed at these firms as brokers would call potential customers, at times using
interstate wire communications, and would do the following: 1) knowingly make false
representations about the values and futures of National Health, Terra West, Health and Wealth,
Mosaic, and other worthless securities; 2) fail to disclose the true worth of the companies; and 3)
fail to disclose that the defendants PETER BERNEY and REBECCA BERNEY controf the
vast majority of the companies’ shares, By means of these material omissions and false
representations, these coconspirators would sell on the over-the-counter market shares of
National Health, Terra West, Health and Wealth, Mosaic, and other valueless securities, held by
the defendants. )

It was a further part of the conspiracy that the defendant PETER BERNEY would pay
these corTupt brokers cash for selling National Health, Terra West, Health and Wealth, Mosalc,
and the other securities by sending a coconspirator to deliver the payments to the corrupt brokers.

It was a further part of the conspiracy that the defendant PETER BERNEY would cause

6




23
24

25

4104

the defendant REBECCA BERNEY and others to sign third party releases for the sales of the
stock that they purportedly owned. Additionally, defendant REBECCA BERNEY would
provide nominee stock certificates and stock powers to the brokerage hauses involved,

Tt was a further part of the conspiracy that the defendant PETER BERNEY and his
coconspitators, rather than the open market, would set the price, at which the securities would
trade. Inreality, the securities would be virtually worthless.

1t wasg a further part of the conspiracy that the defendant REBECCA BERNEY setup a
bank accouttt in her own name at Bark of America for the receipt of funds from the fraudulent
sale of stock shares she owned and defendants PETER BERNEY and REBECCA BERNEY
would set up bank accounts at Continental National Bank, Bank of America,.and First Interstate
Bank of California in the names of businiess and trust entities that corresponded to the purported
sellers of the fraudulently sold shares of National Health, Terra West, Health and Wealth, Mosaic
and other corporations. The defendants would set up bank account in the names of Watkins
Glenn Development Trust, PBA Energy Associates, and Cambro Investment Group.

It was a further part of the co_nspiracy that the defendant REBECCA BERNEY wauld be
named as an officer and trustee of Watkins Glenn Development Trust and PBA Energy
Associates,

It was a further part of the conspiracy that coconspirators who purperted to own some of
the fraudulently sold securities would also set up bank accounts for the receipt of monies from
the stock sales.

It was a further part of the conspiracy that the defendant PETER BERNEY would
receive 3 portion of the procesds from the fraudulent stock sales by the coconspirators in whiose
names the sales were made.

It was a further part of the conspiracy that the defendants PETER BERNEY and
REBECCA BERNEY‘vmuId convert to their own use or fo the continuation of the scheme the
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proceeds of the fraudulent stock sales. In some instances they would take or expend funds
directly from the bank accounts, which they sontrolled. In other instances, they or their
coconspirators would pass the fraudulently obtained funds through other accouats before the
defendants PETER BERNEY and REBECCA BERNEY would take cash or make
expendihues,

[t was a further part of the conspiracy that the defendant PETER BERNEY would make
frequent and substantial payments to and exf:endim:es for his codefendant REBECCA
BERNEY. The defendant REBECCA BERNEY would receive checks from the defendant
PETER BERNEY totaling approximately 31,1 million,

It was a further part of the conspiracy that the defendants PETER BERNEY and
REBECCA BERNEY would hide the receipt and control of the proceeds from the fraudulent
sales of National Health, Terra West, Health and Wealth, Mosaic, and other companies by
purchasing, in the narnes of trusts, vehicles, real property, and other assets,

It was a further part of the conspiracy that the defendants PETER BERNEY and
REBECCA BERNEY received in excess of $10 million in proceeds from the fraudujent sales of
National Health, Terra West, Health and Wealth, Moszic, and other companies, and the
defendants would conceal, through conduct in violation of 18 U 8.C. section 1956, these monies
and would use the monlss in further fraudulent stock sales schemes. |

OVERT ACTS

In furtherance of the conspiracy, and to effect thé objects of the conspiracy, the
defendants committed, or caused to be committed, among others, the following overt acts within
the State and District of Nevada and elsewhere:

a. On or about December 2, 1993, defendant REBECCA BERNEY wrote check number
1187 fdr $100,000 on a Watkins Glenn account payable to 2 company controlled by
coconspirator Michae! Haynes as part of the Mosaic distribution.

g




20
21
22
23
24
25

26

4106

b. On or about December 7, 1993, coconspirators returned the $100,000 Mosaic
distribution to defendant PETER BERNEY in a cash payment.

c. On April 12, 1994, defendant PETER BERNEY sold 120,000 shares of National
Health through Watkins Glenn Development for $935,550 using the Equitrade brokerage house
and their clearing firm.

d. On Aprl 13, 1994, defendant PETER BERNEY caused Equitrade’s clearing firm to
wire $935,550 to Watkins Glenn Development’s account at the Continental National Bank in
Nevada.

e. On April 14, 1994, defendant PETER BERNEY wrote check number 1287 for
$30,000 on the Watkins Glenn account payable to defendant REBECCA BERNEY.

f. On April 18, 1994, defendant PETER BERNEY wrote check number 1285 for
$85,000 on the Watkins Glenn account payable to Fletcher Jones Import Center for the purchase
of a Mercedes Benz automobile.

g, On April 19, 1994, defendant PETER BERNEY wrote check number 1297 for
$678,000 on the Watkins Glenn account payable to a business entity owned by a coconspirator,
Michael Haynes.

h. Ou or about May 5, 1994, Michael Haynes returned approximately $500,000 in cash
to defendant PETER BERNEY in Las Vegas, Nevada.

i. On ot about June 10, 1994, defendant PETER BERNEY sold 2500 shares of Terra
West through Watkins Glenn Development for $21,232 using the M.H. Meyerson & Co., Inc.,
brokerage house and their cleating firm.

j. On or about June 10, 1994, defendant PETER BERNEY caused M.H. Meyerson’s
cleaning firm to issue cheék number MH141926 i the amount of $21,218.05 to Watkins Glenn.

k. On or about June 20, 1994, defendant PETER BERNEY sold 2500 shares of Terra
West through Watkins Glenn Development for $21,700 using the M.H. Meyerson & Co., Inc.,
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brokerage house and their cleaning firm.

1. On or about June 20, 199f'1, defendant PETER BERNEY caused M. H. Meyerson's
clearing firm to issue check number MH 144318 in the amount of $21,686.80 to Watkins Glenn.

m. Onor about June 27, 1994, defendant PETER BERNEY sold 2500 shares of Terra
West through Watkins Glenn Development for $21,857 using the M.H. Meyerson & Co., Inc,,
brokerage house and their clearing firm.

n. On or about June 30, 1994, defendant PETER BERNEY caused M.H. Meverson’s
clearing firm to issue check number MH 147250 in the amount of $13,093.05 to Watkins Glenn.

0. On August 8, 1994, defendant REBECCA BERNEY received a check for $65,000 -
from defendant PETER BERNEY thyough PBA Energy Asscciates (PBA).

p. On August 17, 1994, defendant REBECCA BERNEY received a check for $15,000
from defendant PETER BERNEY through PBA,

q. On ot about August 29, 1994, defendant PETER BERNEY sold 50,000 shares of
Health and Wealth through PBA for $222,982 using the M.H. Meyerson & Co., Ine., firm.

r. On or about August 30, 1994, defendant PETER BERNEY caused M H. Meyerson &
Co., Inc.’s clearing firm to wire $241,714 to PBA’s account at Bank of America in Nevada,

s. On or about August 31, 1994, defendant PETER BERNEY sold 25,000 shares of
Health avnd‘Wealth through PBA for $117,732 using the M.H. Mayerson & Co,, Inc., brekerage
thouse and their clearing firm.

t. On September |, 1994, defendant PETER BERNEY caused M.H. Meyerson & Co.,
Ine.’s clearing firm to wire $117,732 to PBA’s account at Bank of America in Nevada.

u. On or about September 2, 1994, defendant PRTER BERNEY wrote check number
228 for $10,000 on the PBA account to defendant REBECCA BERNEY.

v. On or about September 9, 1994, defendant PETER BERNEY wrote check nurber
242 for $146,727.30 on the PBA account to purchase Health and Wealth,
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w, On October S, 1994, defendant REBECCA BERNEY received a check for 10,000
from defendant PETER BERNEY through Cambro Investment Group (Cambro}.

%x. On October 12, 1994, defendant REBECCA BERNEY received s check for $5000
from defendant PETER BERNEY through Watkins Glenn Development Trust.

v, On October 26, 1994, defendant REBECCA BERNEY teceived a check for $20,000
from defendant PETER BERNEY through PBA.

2. On January 30, 1995, defendant REBECCA BERNEY received a check for $20,000
fram defendant PETER BERNEY through PBA.

aa. On May 31, 1995, defendant REBECCA BERNEY received a check for $20,000
from defendant PETER BERNEY through PBA.

All in violation of Title 1§, United States Code Section 1956(h).

COUNT TWQ
(Criminal Forfeiture)

Plaintiff incorporates by reference Count One as though fully set forth herein.

Upon a conviction of the felony offense of Conspiracy to Launder Monetary Instruments
as charged in Count One, the defendants PETER BERNEY and REBECCA BERNEY, or
cither of them, shal forfeit to the United States, pursuant to Title 18, United States Code, Section *
982(a)(1), any property, real and personal, involved in the offense and any property traceable to
that property, including but not limited to the following:

a.  United States Currency
1. All United States currency identified in Count One of the Indictment;
2. Additional United States currency representing the total amount of United
States currency involved in the offense deseribed in Count One above, which
sum shall be imposed in a forfeiture judgment against ezch defendant, jointly
and severally;

3. $536,645.43 seized from account #974048548 and account #622019181 at
Bank of America, Brartich 501538, in Las Vegas, Nevada;
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4. $89,354.76 seized from account #974022550 at Bank of Awmerica, Branch 7013,
in Las Vegas, Nevada,

5. $156,074.51 seized from account #974008%06 at Bank of America, Buanch
7088, in Las Vegas, Nevada;

6. $12,552.15 seized from accownt #974008914 at Bank of America, Branch 7013
in Las Vegas, Nevada;

7. $1,091,000 seized from account 4974018145 at Bank of America, Branch
7013 in Las Vegas, Nevada;

8, $180,104.67 seized from account #068524-611 at West America Securities
Cortp., Salt Lake City, Utah;

9. $27,200.00 seized from account #1 7500166 at Travis Morgan Securities, Inc.,
Irvine, California;

10, $350,146,62 seized from account #137 073366 at Morgan Stanley Dean
Witter, Las Vegas, Nevada;

11. $10.26 seized from account #137 073880 at Morgan Stanley Dean Witter, Las
Vegas, Nevada,

12. 810.26 seized from account #137 073881 at Morgan Stanley Dean Witter, Las
Vegas, Nevada; .

13. $10.26 seized from account #137 073882 at Mergan Stanley Dean Witter, Las
Vegas, Nevada;

14. $137,902.52 seized from account #54U-~46330 at Stock USA, Inc., San Diego,
California

Real Property

1. 1901 Corta Bella Drive, Las Vegas, Nev,
Parce] # 138-20-314-002

2. 14 Sardana Court (vacant lot), Henderson, NV
Parcel # 160-23-711-003

3. A vacant lot situated in Clark County, Nevada
near the intersection of Whispering Sands Drive and Despetado
Parcel # 125-15-602-007

4. A vacant lot situated in Clark County, Nevada

near the intersection of Whispering Sands Drive and Desperado
Parcel # 125-15-602-005
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A vacant lot situated in Clark County, Nevada
near the intersection of Whispering Sands Drive and Desperado
Parcel # 125-15-602-004

A vacant lot situated in Clark County, Nevada
near the intersection of Whispering Sands Drive and Desperado
Parcel # 125-15-602-003

c. Automobiles

1.
2.

6.
7.

L

(W

1998 Volkswagen, VIN 3VWBB61C5WMO032766, license NV 643 JKI

1996 Chevrolet Suburban, VIN 3GNFK.16R8TG 109989, license NV 217
GVR

1997 Chevrolet Tehoe, VIN 1IGNEK13R9V 1350282, license NV 939 HRN

1994 Chevrolet Suburban, VIN 1GNFK 16KXRJ409303, license NV 316
FUW

1995 Mercedes Benz SL 600, VIN WDBFAT6EXSF111916, license NV 428
FPR

1997 Mercedes Benz, VIN WDGGAST65VA344614, Heense NV 303 EXW
1999 Bentley, VIN SCBLBSIE3XCX02601, license NV 844 JYC

Sgcurities

10,000 shares of Cel-Sei Corp., ffozen in account #54U-46330 at Stock USA,
Tnc., San Diego, Californiz;

5000 shares of Crystallex Intemationai Corp. (KYR), frozen in account
#541-46330 at Stock USA, Inc., San Diego, California;

6000 shares of Industrial Data Systems Corp. (IDS), frozen in account
#541J-46330 at Stock USA, Inc., San Diego, California;

. 3000 shares of Kent Financial Services, Inc. (KENT), ﬁézen in account

#540J-46330 at Stock USA, Inc., San Diego, California;

10,000 shares of Recovery Network, Inc. (RNET), frozen in account
#54U1-46330 at Stock USA, Inc., San Diego, Californis;

1000 shares of Nextel Communications, Inc. (NXTL), frozen in account
#540J-46330 at Stock USA, Inc., San Diego, California;

. 1000 shares of Warp 10 Technologies, Inc. (WARP), frozen in account

#54U-46330 at Stock USA, Inc., San Diego, California;
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40,000 shares of Agriceuticals Techs, Inc. (ATTI), frozen in account
#27A-03970 at Travis Morgan Securities, Inc., Irvine, Califormnia;

10,000 shares of Healthcom Evaluation Services (HCEV), frozen in account
#¥27A-03970 at Travis Morgan Securities, Inc., Irvine, California;

27,400 shares of McBride Temporary & Staffing (MTSS), frozen in account
#27A-03046 at Travis Morgan Securities, Inc., Irvine, California;

1. 13,300 shares of Miracom Corporation (MIRM), frozen in account

#27A-03046 at Travis Morgan Securities, Inc., Irvine, Californiz,

. 3000 shares of Nostalgia Motorcars, Inc. (CRRZ), frozen in account

#27A-03046 at Travis Morgan Securities, Inc, Jrvine, California,

. 10,750 shares of Premier Mortgage Resources (PMTED), frozen in

account #27A-03046 at Travis Morgan Securities, Inc., Irvine, California;

70,000 shares of Ricex Co. (FODOX), frozen in account #27A-03046 at
Travis Morgan Securities, Inc., Irvine, California;

16,000 shares of Spectre Industries, Inc.(STND), frozen in account
#27A-03046 at Travis Morgan Securities, Inc., Irvine, California;

350 shares of Microsoft Corp. (MSFT), frozen in account #54U-46120 at
Stock USA, Inc., San Diego, California;

500 shares of Microvision, Inc. (MVIS), frozen in account #5417-46120 at
Stock USA, Inc., San Diego, California;

2700 shares of Cross Lake Mineral, frozen in account #137 073366 at
Morgan Stanley Dean Witter, Las Vegas, Nevada;

17,000 shares of Telesciences, Inc., frozen in account #137 073366 at
Morgan Stanley Dean Witter, Las Vegas, Nevada;

. 2000 shares if Zitel Corp., frozen in account #137 073366 at Morgan

Stanley Dean Witter, Las Vegas, Nevada;

. 2982 units of VK Focug Port Internet, frozen in account #137 073880

at Morgan Stanley Dean Witter, Las Vegas, Nevada;

. 2982 units of VK Focus Port Internet, frozen in account #137 073881

at Morgan Stanley Dean Witter, Las Vegas, Nevada;

. 2982 units of VK Focus Port Intemnet, frozen in account #137 073882

at Morgan Stanley Dean Witter, Las Vegas, Nevadas;

. 2000 shares of Ricex Co., frozen in account #17500166 at Travis Morgan
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Securities, Inc., Irvine, California;

25. 66,000 shatres of Entmnt Internet, frozen in account #068524-611 at West
America Securities Corp., Salt Lake City, Utah;

26. 7850 shares of Healthcom Evaiu, frozen in account #068524-611 at West
America Securities Corp., Salt Lake City, Utah;

27. 82,800 shares of JG Gear.Com, frozen in account #068524-611 at West
Arnerica Securities Corp., Salt Lake City, Utah;

28. 10,230 shares of Miracom Corp., frozen in account #068524-611 at West
Arnerica Securities Corp,, Salt Lake City, Utah;

29. 20,000 shares of Netamer Intl Corp., frozen in account #068524-611 at
West America Securities Corp., Salt Lake City, Utah;

30. 50,000 shares of Page Active Held, frozen in account #068524-611 at West
America Securities Corp., Salt Lake City, Utah;

31. 50.000 shares of Saleout.Com, frozen in account #068524-611 at West
America Securities Carp., Salt Lake City, Utah;

32. 5855 shares of Tangible Asset, frozen in account #068524-611 at West
America Securities Corp., Sait Lake City, Utah.

If any property being subject to forfeiture pursuant to Title 18, United States Code,

Section 982(a)(1), as a result of any act or omission of the defendant ~

a

b.

cannot be located upon the exercise of due diligence;

has been transferred or sold to, or deposited with, a third party;

has heen placed beyond the jurisdiction of the court;

has been substantially diminished in value; or

has been commingled with other property that cannot be divided without

difficulty,

it ig the intent of the United States of America, pursuant to Titls 18, United States Code, Sections

982¢a)(1) and (b)(1}(A) and Title 21, United States Cads, Section 853(p), to seek forfeiture of

substitute properties of the defendants up to the value of those properties determined to be

unavailable.
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All pursuant to Title |8, United States Code, Sections 1956(h) and 982(a)(1) and Title 21,
United States Code, Sactioq 853(p).

DATED this 17 day of August, 1999,

A TRUE BILL:

—
> s o]
FOREPERSON OF THE GRAND JURY

GROVER. . MEUDEMH & L

KA E. LANDRETH
United Siates Attomey

KURT P. SCHULKE
Chief, Criminal Division

-~
Q»f&/ H,/?ﬂ‘u . }\_,_(1.7 [ .
JXNE H SHOEMAKER

Assistant U.S. Attorney

Trisl Attorney, U.S. Dept. of fustice
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UNITED STATES DISTRICT CCOURT
DISTRICT OF NEVADA

r -00n-

rUNITED STATES OF AMERICA

Mag 99-136-M-LRL

Plaintiff, CReS YT

CRIMINAL COMPLATINT

Violation: 18 U.S.C. 1956 (h)

!
)
)
]
s 3
)
PETER BERNEY and } (Money Laundering Conspiracy);
}
)
]
)

REBECCA BERNEY, Forfeiture- 18 U.S.C. 282(a) (1)

Defendants.

Before the United States Magistrate Judge, Las Vegas, Nevada,
the undersigned complainant, being first duly sworn, states:

COUNT ONE
(Money Laundering Conspiracy)

From in or about the summer of 1592 through in or about June

1995, in the State and Federal District of Nevada and elsewhere,

PETER BERNEY

and

REBECCA BERNEY
defendants herein, and others known and unknown, did knowingly
conspire and agree to commit an offense against the United States,
to wit: to knowingly, willfully and unlawfully conduct and attempt

to conduct financial transactions involving property known to

represent the proceeds ol some form of unlawlul activity, which in
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fact constituted proceeds of wire fraud in viclatiom of Title 18,
United States Code, section 1343, to wit: in excess of
$10,000,000.00 {(ten million dollars). knowling that the transactions
were designed in whole and in part to conceal and disguise the
nature, location, source, ownership, and contrel of the proceeds of
said specified unlawful activity, in vielation of Title 18, United
States Code, section 1956{a) {1) (B} (i) .

All in violation of Title 18, United States Code, section

1955 {h) .

COUNT TWO
{Forfeiture}

The allegations in Count One are realleged and incorporated by
refersnce herein for the purpose of alleging forfeiture to the
United States of America pursuant to the provisicns of Title 18,
United States Code, section 982 (a)(1).

Az a result of the offense alleged in Count Cne the defendants
shall forfeit te the United States all property real or personal
involved in the aforestated offense and all property traceable to
such property, as to which property the said defendants are jointly
and severally liable, including but not limited to $1€,000,000.00
{ten million dellars) in United States currency and all intersst
and proceeds traceable thereto, in that sum, in aggregate, which
property was invelved in the aforestated offenge and traceable to

such property in viclation of Title 18, United States Code, gaction

19586,
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Complainant. as a Spscial Agent of the Criminal Investigation
Division of the Internal Revenue Service, states the following as
probable cause in support of this complaint:

1. Complainant has been a $pecial Agent of the Criminal
Investigation Division of the Internal Revenue Service for
approximately eight years. Complainant is a licensed CPA in the
“State of Nevada and has been the case agent 1n the investigation of
Peter Berney, Rebecca Berney and others, which commenced during
approximately 1994.

2. Based on my investigation, there is probable cause to
believe the Defendants herein, and numercus others known and
unknown, agreed to engage in and did engage in a scheme from
approximately the summer of 1992 through June.of 1895 which
included (1) bribing stockﬁrokers with millions of dollars of
cash; (2) manipulating and attempting to manipulate the volume and
price of stocks for fraudulent sale to the public; and (3)
concealing and laundering the illegal proceeds generated from the
scheme.- Among the purposes of the scheme, which was conducted in
Nevada, California, New York, and elsewhere, were to obtain money
and other things of value for the defendants Peter Berney and
Rebecca Berney and others.

3. Two cooperating witnesses (hereafter CW1 and CW2) began
cooperating with the government in late 1997. CW1 and CW2 have
been debriefed extensively. CW1 and CW2 have admitted their
criminal involvement in the instant scheme and others and have

3
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provided the information get forth below in exchange for and in
hopes of leniency from the government. Over 100 bank accountsg and
brokerage accounts have been obtained via grand jury subpoenas.
The information received from CW1l and CW2 hag been extensively
corroborated with the records obtained and by the statements of
others. Furthermore, CW1l and CW2 have allowed the Government to
fmonitor their meetings and conversations with other individuals
under investigation for stock fraud and money laundering schemes.
CWL and CW2 have never been found to be untruthful while
cooperating with the government. (W1 and CW2 provided the
following information concerning stock fraud and money laundering
schemes they were involved in with defendants Pater Berney and
Rebecca Bermey prior to CWl and CW2 cooperating with the
government :

N CW1 and CW2 stated Peter Berney emploved CW1 between
the summer of 19392 and June of 1935 to help aet up publicly traded
shell corporations to be used for the fraudulent sale of stock to
the public. (W2 assisted CWl for this purpcse, with Peter Berney's
knowledge. Specifically, CW1l and CW2 provided shell corporations

including but not limited to Newvtah Capital Management Corp., Top
Dollar Realty, Inc., and Texra West Ventures, Ing., to Peter Bermey
and his co-conspirators. CWl and CW2 alsc provided nominees to act
as shareholdsrs when in reality the vast majority of stock was
under the control of Peter Berney. The fact was not disclosed to

the public that Peter Berney controlled almost the entire float of
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free trading stock. It wag also undisclosed to the public that
Peter Berney and his co-conspirators set the prices at which the
stock was sold, both initially and during trading. A Registraticn
packet which was required by law to be filed was filed with the
National Association of Securities Dealers for each of the shell
companies provided by CWi and CW2. The law reguires disclosure of
-any person or persong holding more than 5% of the total issued and
outstanding shares. FPeter Berney controlled the majority of the
issued and outstanding shares and willfully failed to disclose that
material fact.

B. CW1 and CW2 paid Peter Berney opened brokerage
accounts and bank accounts in the names of corporations which he
contxolled. The names of some of the controlled corporations were
Watking Glenn Development, CQambro Investment Croup, and PBA Energy
Associates, Inc. The vast majority of the funds deposited into the
controlled corporate accounts was derived from the fraudulent
scheme described above. The stock controlled by Peter Bermey held
in the names of nominees was transferred into the names of the
controlled corporations. As the stock was sold the proceeds were
received into the controlled corporate brokerage accounts. The
funds were then transferred intoc the controlled corporate bank
accounts. As the funds were rsceived inte the contrelled corporate
bank accounts, defendant Peter Berney disbursed funds to CWLl and
CW2 by various means including interstate wire bransfers for CW1
and CW2 to convert the funds into cash. The caszh was then brought
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to Peter Berney. On two or more occasions Rebecca Berney was
present when the cash was delivered to Peter Berney and Rebecca
Berney reaceived several thousands of dollars from Peter RBerney on
each occasion. The following cash deliverices to Peter Bernsy are a

sample of the funds laundered for him by CW1 and CW2:

09-02-93 $157,462

10-26-83 s100,000 :
02-07-94 $100,000

04-21-54 $278,000

05-11-94 $245, 000

06-29-94 $169, 000

07-11-94 $ 65,000

On other occagions, defendant Peter Berney issued checks from
the controllsd corporate bank accounts directly to defendant

Rebecca Berney, including the following:

DATE PAYOR EAYEE AMOUNT
08-17-~94 PBA Energy Associates Rebecca Berney £15,000
09-01-94 PBA Enexrgy Associates Rebecca Rerney $10,000
08-08-94 PBA Energy Associates Rebecca Berney $65,000
10-05-94 Cambro Investment Group Rebecca Berney $10,000
10-12-34 Watking Glenn Dev. Trugt Rebecca Berney $ 5.000
10-26-94 PBA Energy Associates Rebecca Berney $20,000
Ul1-30-95 PBA Energy Associates Rebecca Berney $20,000
05-31-9% PRA Energy Assoclates Rebecca Rerney 520,000
04-25-95 Cambro Investment Group Rebecca Berney $20,000
6




10

11

12

13

14

15

16

17

18

139

20

21

22

232

24

26

4120

Peter Berney kept 38% of the cash he received. The othexr &2%
was packaged in Federal ExXpress envelopes and was hand delivered to
brokers in New York by CW1 and CW2.

C. CW1 and (W2 indicated they worked closely with Peter
Berney from approximately 1892 through June of 1995. During
approximately February of 1954 though January of 1885 Rebecca
"Berney worked at the offices of her husband, Peter Berney. She had
varioug duties including delivery of nominee stock certificates and
stock powers to brokerage houses.

D. CWl and CW2 told your complainant that, during
appreximately late 1394 Peter Bermey left hiz wife Rebecca Bexney
for Patty Linson. At that time Rebecca Berney copied many of the
records located at Peter Berney's office. She stated she wanted
the records sc Peter Berney could not leave her "high and dry".
Rebecca Berney stated she would take the records to the FBI if
Peter Berney attempted to “fuck her'”.

B. CW1l also stated that shortly before he began
cooperating with the government he brought additienal incriminating
records of Peter Berney's to Rebescra Berney's residence. Again she
stated the records were her insurance policy against Peter Berney
leaving her high and dry.

F. CW1 stated he prepared the 1391, 1982, 1833, and
1594 PFaderal Individual Income Tax returns for Peter and Rebecca
Berney in the presence of Peter Berney. CWl stated the returns
were falsified at Peter Berney's regquest to only report the minimum
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amount of income neceszaary Lo support their lifestvle. The
majority of the cash the Berneys received from thig scheme was not
reported as income. Rabecca Berney stated to CWL that she hoped
she would not go to jail for signing the false tax returns.

G. Furthermore, CWi prepared Corporate Federal Income
Tax returns that helped conceal and disguise the nature, lovation,
gource, ownership, and contro; of the proceeds generated by the
scheme. These returns were prepared at the direction of Peter
Berney.

H. (W1 stated that there were in excess of ten millien

dollars in proceeds from the above-referenced scheme.

&GM/Q¢ & hn—

%iges A. Olson, Special Agent

riminal Investigation Division
Iwternal Revenue Ssrvice

Swo, to before me this
EEE day of June, 18599.

LAWRENCE R. LEAVITT
U.5. Magistrate Judge
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Senate Permanent Subcommittee
On Investigations

EXHIBIT # 61i

Exhibit 61i.

Bank of New York documents
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| sw1ss wmERicAN mssmmNATIONAL 3ANK ST. JOHN'S, ANTTCUA

Oecenber 22, 1981
T. . logan

I. Contact/Occasion

Teluphonsd McAlistar Abbot, Asst. Menager. Lustaces §, Prancis
ouT couri#r sgent In Antiguz {s tde drother-in.law of Mr, Abbot
a8d provided the introduction to tha sudject.

T, Toples Discuaged :
1. Background

Subject wun establishwd in May of this year vith a commarcial
banking licesca Dut has mot salicited anmy local businass
bacsuse thay srs awaitisg offshare hanking lagislation

to pass the sssasbly (expected im March 1332). Ounce the
audjsct obtaine an offshore Lanking licanse they will ba sctive
in s variety of imtsrrational business tranesttiscs 1o all
wmajor currencies. Vhen this offshore activity bagins capital
wvill b (ncrsased o 4.3, $2,000,000.

2. Owvoarship

Subisct is 50T owvned by Inzer-Yazitime Bank dased i Cenavy,
Switzerland and SOY by Oreat American Bank Inc. of Miami
Florids., Intar-Mavitise Bask is solaly owned by Bruce
Rappaport. Xappaport 15 @ highly succemsful {ndividusl

in the shipping busines: intar-Maricime Bask i3 tha house
bank for Rappaport’s world wids shipping operations. In
addition te daing Chairsan of Intar-Maritise, he {1 also
Chairman of tha West Indies 01} Corporaiton.

Marvin Warner (s Chairman of Lreat Amerzicsn Rask. He vas
formerly U.S. Ambassador of Svitzsrland during the laca
1370%s.

3. Correspoudents

Subject N siready eatablished a relaticnship with Chass,
New York by virtus of the fact that Chase 1a Inter-MariCime’s
Laading V.5, corraspondest. Subject slsc has an scorunt with
Graat American Bank in Mismi. Subject is very iiterssted

{n utilizing our courier services for cash lattars. Sudject
learnad through our sgent i Antigus and other banks on the
iland about our courter. Voluue would be initislly swall:
however, wvhen thay would bagtin offshore banking cperations
we could sxpect to see large and {raquent use of the service.
They would Iike to estsblish the account and begin to uas
courier as aoof 4y possibla. Writer explatned chat cneckings
wvauld have to be odtatned first.

BNYSEN05350
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SWISS AMERTCAN BEMERNATIONAL BANX -2- ST. JOHN'S, ANTICUA

Dacember 22, 198}
D. M. Logan

III. A) Comments 3) Actton C) Distribution

8) Action

1. Discuss subject’'s -~ sirs to use us with V. Ronsld Nock.

2. Credic Departmsent obtain checkings from Chase and
Creat American.

3. DML to comtact our correspondents (n Antigua regarding
the sudject.

4, DML to -omtact Vestern Luropean Diviaion YIBD and
Southern with regard to ownarship.

C) Distributtion

W. R. Yock, V.2,

J. L. laruandez, A.V.P.
Y. k. Montalvo, A.S.
D. M. logan, A.A.
Cradit File

\ Cirrulatica

PAM~

12249¢ {12-7T)

BNYSEN05351
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( Swiss American Kational Bank Saint John's, Antigua, B.¥.I.
T . ‘
Louis Acevedo .
Int'l. Credit Center =k end
Jarusry 6, 1982
Sank Checkings

Great Amerfcan Bank in Florida, Barry Mandman - (305) 756-4112 "We know the
principals of the bank, We bave the highast regard for them; high calibdre.
At presant we hive no account with subject, We expect to do business with

subjecc and have some sort of relationship with subject in the near future®,

Chaso Manhattan, New York, Asa Flack 552.3304 ™Me just opened an account
with them on 10/81. This account is on & routine non-borrowing basis,
Yery new accouat, not such background iavolved and we Mve no experience
with them yet®.

BNYSENG05470
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Swiss American National !7-\); . 11 St. Joha's. Antigua

Dorra Alexander
October $. 1927-(0%800:GP/€1)

Centact/Occasion

Dinner with Belgrove Gregory. Andrew Barnas. the new General Mamagec mas
to cancel because of an unexpectad engagesent.

Topics Discussed
1. Comfort Letter:

Fiowlly Swiss Aserican has received the comfort lettar from
Intermaritine Bank. Belgrove will forward sime to Irving as socon as
he hag 1t in hig possassion. I told him that the comfort letter
(dapending on what it says) vill go 2 long vay towacds making Irving
more comfortable with credit to SA. Belgrove explained that with oc
vitheut a comfort letter, Intermaritime was dound by Swiss law to
support 1ts subsidiary in times of troudle. SA is 100X owvnad by
Intermaritime Bank.

2. Credit:

Maragemant of SA hopes that with the comfort letter Irving will be
prepared to be more lenient with credit approval for SA. He will
forvard the financials of Intermaritime to Irving as soon a3 possitie
for us to evaluata the parent.

3. Pinancial Results:

He explained their poor performance in 1986, One of their major
customers, & garment facto: s has been going through some rough times
because of the failure of tie CBI under whose program tha factory
hoped to Denefit. 1t was nucessary thersfore to maks substantial
provision for losn loss for this client in the event that & loss
occured. This had 3 serious negative impact oa SA's net sarnings.
Balgrove believes that thers is still hope that the factory will pull
itself together. Balgrove has Sept. 1987°s interim figures available
and will send thes as soon as possibla.

4. Kicro Cash:

Belgrove has irstalled S.A. on the L/C module and has begqun to sena
L/C pryments via smicto cash. 1 jokingly told him 1'1l lave his go
around the Cariblean on wy bLahalf and install and train otler
custcsers to use micro.

BNYSEN05388
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Swists American Matiocaal Bank St. Joha's. Aatigua

Conra Alexander - Y
Oc-ober 5. 1987-(05400:GP/(1) e

Topice Discussed - (Cont'd)

3.

Shell Paymants:

He mertioned the importanct of the Shell Paywerts which ve make orce
» month for SA. I assured him that we would facilitate him as much
as possible but on the other hand he must Da sure that thece wra.
sufficient funds i1n the account to cover thesz large paymants, He
admitted to a temporary funding prodlem. SA 1s not nearly as liquad
as many of the sther banks in the OECS.

Proposal:

He discussed the proposal sent to Irving reqarding the idea of
partial collateral for L/Cs. i.e.. depositing 203 of collateral up
front and the balance of the collateral 1S days defore expiry of the
letter of credit. However. as he gointed out thars woul!d de no need
for this proposal if we were villing to give them clean credit bacad
on the comfort letter from Intermaritime.

Bruce Rappoport

He gave me 3 bDrief background om Mr. Rapport founder and owner of
Intermacritime Bank. Intsrmaritime which owns S.A. 100% :s a
confederation of companies active in banking. shipping and petroleua
industries.

Credit Card Business:

Scotia Bank and Roysl Bank of Canada ars the two banks processing
credit card receipts in Antigus. Belgrove did not anticipate S.A,
entsring this Dusiness.

Managessat Changes:

Peter Hacrington has left and Andrev Barnas is the new G.M.
{apparsntly Mr. Karrington 4id not laave oa very aAmiabls terms).
Also heard from Belgrove that Michael Callendar of Caribbean Banking
Cotporstion in St. Vincent has returned to Roysl Bank of Trinidad and
Tobago. Frances Sowvean from NCB St. Vincent 1's now acting Manager at
[_oN

BNYSEN05389
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Swiss American Nationsl Bank St. Jomrn‘s. Antigue

Conna Alexander
October 5. 1987-(0%800:GP/f1)

(A} Comments {B} Action (C) Distributioen

A. We continue to be S.A.'- major corregpondent bank. He undecstanas.
howewgr, that we are not very happy with the wvay the sccount has been
operating in the last fev months. He expects thus illiquid pasition
to 1mprove soon.

z W. R. Nock. VP
B. S. Harsh. AVP
Caribbean Team
Crad.t Files

oy SENOS
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INTERCFTICE MDLRATIN

THE BANK OF NEX YORX DATE: Septamber 29, 1392

TO: Lirda culiani LOCATION: One Wall St.
Cradit Division FLIXR: 2

FRM: Joanne Eicharn \é{/ IOCATTION: O Wall St.
latin America Divis: (O] FLOXR: 3

RE: Swiss Amarican Naticnal Bank of Antigua
CID 945772

Facility Mumbar 3716467

Tha subject has a $1.4 million stard-by letter of edit froa The Bank of
barmda guarataeiryg Swiss Amsrican National Bank of Antiqua's lettars of
credit, overdrafts; axd stami-by lettars of radit. This quarantes has
bean  allocatad onn aur books as & $700,000 UFDT for lattars of oedit and a
5700,000 facility for stard-by lettars of crwdit.

In order to acomwodata an icrease from $100,000 to $500,000 in the
subject's stami-by lettar of credit reference mumber 0024942 in favar of
visa Intmrrational guaranteeiny Swiss Amsrican Naticral Bank of Antigua's
membarship dues, we are reallocating the $1.4 millicn as follows: the
facility for stard-by lettars of credit will be increased to $1.2 million
and the facility for lettars of credit will be reduced to $200,000.

fricing en this trarsaction will be 2% par armnm, which vill gersrits
total reverms of $10,000.

Swiss Ararican, established March 23, 1981, is 100t cwned by Swiss
American Helding Coporation in Panaze, which is 1003 owned Ly Carlsdery
in Bermxa. Tha holding company is 100t hold by a charitable trust cwhad
»y Mr. Bruce PRappsport. Swiss American is the top reverue qenarator in
Antigua at $67,045 for 1991.

As of Decamber 31, 1991, Sviss Amarican had assets of $2%,686,000, wtal
asquity of $2,839,000, ard et income of $431,000.

Shauld you have any Mm,/,;}u&i do rot hasizats to Contact me at
£35-8396, - .

4

BNYSENO05642



4131

SWISS AMERICAN NATIONAL BANK OF ANTIGUA
P.O. Box 1302 T
St. John’s, Antigua 7) /

Tel.  (809) 462-4460
Fax  (809) 462-0274

Accountpo.  803-3002-875
Cid no. 945772-003-0

Credit Facilities

ADV/SLC -1.2MM ( cash collateralized )
ADV/SLC -1.6MM ( cash collateralized )

General Manager Mr. Jobn Greaves.

Swiss American is the top revenue generator in Antigua at $110,300 for 1993. Subject is using
very actively their cash collateralized credit lines for issuance of standby letters of credit.
Outstandings as of March 31, 1994 were $1,200,000. Swiss American has also a significant
volume in International Cash Letters and checks, The Bank of New York processed about 125,000
itemns for 1993. F.T. payments volume was around 3,600 for the year.

Swiss American, established March 23, 1981, is 100% owned by Swiss American Holding
Corporation in Panama, which is 100% owned by Carisberg in Bermuda. The holding company is
100% held by a charitable trust owned by Mr. Bruce Rappaport. For more informations
conceming this Gentleman, please talk to Dorothy.

Client had assets of $25.6MM, total equity of $2.8MM and net income of $431M as of
December 31, 1992.

BNYSEN0SS4
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THE BANK OF NEW YORK

MEW YORK'S FIRST DANK-FOUNOED {784 BY ALEXANOER HAMILTON

ONE WALL STREET, NEW YORX, N. Y. 10286

June 9, 1994

Mr. Romell Tiwari

Financial Controller
Swiss-Amenican Banking Group
Frar's Hill Road

P.O. Box 1302

St. John’s, Antigua W.I.

Dear Romell,

It was real pleasure meeting you and the rest of the staff during my first visit to Antigua. Ms.
Nancy Goodwin and I, had an excellent and productive meeting with you . We are confident, we
would be able to improve and expand the relationship between our two institutions.

Concerning your standby letter of credit for $225,000 in favor of Banco La Union, San Jose, Costa
Rica, your reference : 1293, Please be advised , The Bank of New York has already informed
the benefictary that this SLC has expired and no payment would be made . No reply was received
from them as of today. Collateral, in the form of a BONY IBF Time Deposit, will be credited to
your account on June 20, 1994, the maturity date.

We received the affidavit of forgery for check no. 48652, Documents were sent to Mr. Steve
Polido, AVP in charge of checks forgery at The Bank of New York . He will revert to Swiss-
American National Bank as soon as possible.

The best system to fight against check forgery is to report them to The Bank of New York as early

as you can. It is very important that Swiss-American National Bank reviews daily all the
debit entries in your statement and report to us those vour institution is unable to apply. If

you can not apply a debit, please call or fax a copv to me or Ms. Elsa Torres-Kelly attention.

BNYSEN06789
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THE BANK OF NEW YORK
Page-2-

If you have questions, regarding these two cases, please call or write to us. Nice meeting you again
and see you soon.

Sincerely,

Kod p—
/ ¥
.CA‘LJ—AIM i« et o=
Jean-Pierre St. Victor
Assistant Vice President
Latin America Division
2 12)635—8396
(212)635-8395 (fax )

cc: ] Greaves
N. Goodwin
L. Andail
K. Tonge
E. Torres-Kelly

BNYSEN06790
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THE BANK OF NEW YORK

NEW YORK'S FIAST SANK-FOUNDED 1784 BY ALEXANDER HAMILTON

101 BARCLAY ITREET, NEW YORX, N. Y. 10226

June 14, 19594

John Greaves

General Manager

Swiss American Bank Ltd.
High Street

St. Johns, Antigua B.W.I.

Dear Mr. Greaves:

Re: Swiss American Bank Standby L/C 12/93
Our reference S00028694

We refer to our past correspondence regarding the beneficiary’s
unpaid drawing for $60,000.00 under the captioned standby letter
of credit.

Attached is a copy of our letter dated today to Bancc del
Comercio, S.A. which is self explanatory.

Sincerely,
lvis Montalvo
Assistant Vice President

Standby Letter of Credit Department

Telephone No. (212) 815-3380
Fax No. (212) 349-3955

BNYSEN06198
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THE BANK OF NEW YORXK

NEW YORK'S FIRIT BANK+ FOUNDED 1784 8Y ALLCXANDEN HaMILTON

101 BARCLAY STREET, NEW YORX, N. Y. 10286

June 14, 1994

Franklin Garcia Ch.
International Manager
Banco del Comercio, S.A.
Oficina central

Apdo: 1106-1000

San Jose, Costa Rica

Dear Mr. Garcia:

Re: Swiss American Bank Standby L/C 12/93
Our reference S00028694

This refers to your telex of June 8, 1994.

Attached please find the beneficiary’s unpaid drawing for
$60,000.00, unpaid due to the following discrepancy:

<} Letter from Swiss American Bank Ltd. to the beneficiary
signed by two members of the board of Swiss American Bank
Ltd. and notarized in Antigua not presented.

We telexed Swiss American Bank Ltd. on April 22, 1994 to waive
the discrepancy and authorize payment, but they refused.

on April 26, 1994, we advised Banco de la Union our refusal via
two cable messages relayed through yourselves and we faxed copies
of these messages directly to Mr. Ronald Seale of Banco de la
Union.

In view of the above, we are closing our file on this matter and
suggest the beneficiary contact the opening bank directly
regarding this matter.

Singerely,

D

Elvis Montalvo
Assistant Vice President
Standby Letter of Credit Department

Telephone No. (212) 815-3380
Fax No. (212) 349-39855

BNYSEN06199
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E Swiss — AMERICAN NATIONAL BANK OF ANTIGUA

Sth July, 19%4

Mr. Jean-Pierre St. Victor
Assistant Vice President
Latin America Division

The Bank of New York

One Wall Street

New York, New York 10286
U.S.A.

Dear Sir:

Thank you for your letter dated 9th June, copied to myself. I am
pleased to see that the Letter of Credit in favour of Banco del a
Union is now expired and the question of the claim has been cleared
up. I would like to thank you for your assistance in this matter
and also note your recommendations to Mr. Tiwari regarding safe-

guard against forged cheques.

Yours sincerely,

John Greaves
General Manager

V// JG/33

JGiz108

HIGH STREET P.O. BOX 1302 - 5T. JOHN'S, ANTIGUA, W.I. TEL: 24480/1/2/3 TELEX: 2181 AT SAB. FAX (309) 4620274

BNYSEN07027
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1% Fod M ALTRLEILS N TER 212 65 1% 2.3

GOLOMB, SINDEL & DIBLE, P.C.
Counsellors at Law
L T
DVINC L. GOLOR® T AGw ek, N 10016
SANDZA D NDRL % 00T -6 P 1 2jer2) sss~400¢
Telecapisr: (212) 7250410

October 4, 1594

Bank of New York
P.O. Bax 11238
New York, NY 10286-1238
Re:  Your Befersucs No. 800028654
Gentismen;
This offics has been consulted by Baneo de s Urdon 8.A. of Baxn Joss,
Irrsvocshle

Costa Rica with refsrsncs to its caim against you undar two
Standby Latters of Credit far the total sum of $450,000.00 expiring April 20,

'I‘hndocumenhnmmdbyum&xmut}ntan 131998yvu

confirmed those lettars of cradit, which had been issusd by Swiss Amarican
National Bank of 8t. John's, upon the express understanding that these
ls::mofa-adnwmﬁnthcpurpoucfmplymgwhhhpl for

liquidity imposed upen private banks by the Banco Contral De Rica,

Wae understand that Banco de Iz Union S8.A. proceedsd to authorize
Banco Del Comarcio 8.A. to affect collaction of the sum of $60,000.00 agxinst
ons of the confirmed irrevocabls standby leiters of credit but that you

by requiring
presantsd from the Swiss American National Bank Ltd. to the bensficiary
Wﬁlbytwommber-oftbaboudafﬁm.bankmdmududmunm
this was not done you apparantly refiised payment.

Your acts aforessid appeadr to be without legal justificstion, cantraxy o
law and, in our opinion, constitute an anticipatory breach of your contractual
o

BNYSEN06202
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m;szg %&W N Y-LEGRL 212 635 1993 P.P.48

Bank of New York.
October 4, 1984
Page Two

Sinc-ﬂuhﬁaudaedltmuthnmym subject to the Uniform
), International

Codas and Practicas for Documantary Credit (revised 1983
Chamber of Commerce, PubHc:ﬁmNa(OO,Im re&rmmm
smandment of an

provisions which prohikit the letter of cradit
without tha agreemant of the issuing bank, the confirming bank and tha

This is consistent with the Uniform Cammercial Cods of the State of
New York Section 5-1068(2) which providas:
Unless otherwise agreed oncs an irrevocable credit is establshed
as regards the customer it can be modified or revoked anly with
the consent of the customar and ance it is estabHshed as regards
the beneficiary it can be modified or revoked only with his
consent.

The legal authorities indicate that this subsection is 2 restatement of
the generally accepted law and practice. Cases in pains are:

Dulien Steel Products, Inc. v. Bankers Trust Company, 189 F.
Supp. 822;

Lamborn u.NadozwIPariBonk,_ﬂON.Y. 520.

Your purportsd amendmant of ths confirmed irrevocabla letters of
credit was not consented to by our client, the bensficiary, and is therefore
without force and effsct, sxcept that it has preventsd our cHant from
achieving Hquidity as contempisted.

Accordingly, demand is harsby made upen you for the sum of
$450,000.00, the amounts intanded to be mads available under the twe
lmnufcndm which you have breached, together with pre-fudgment
wummduwm

All of the foregoing is without prajudice to the rights of our client to
ssek special damages, punitive demages sand attorneys foes in the event you
do not comply with this demand.

Very truly yeurs,
SRt Sl
Irving L. Gelomb

ILG:ts

BNYSEN06203
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NOV 28 94 @3:53PM BAK OF N Y-LEGAL 212 635 1999 .28

THE BANEK OF NEW YORK

NEw YORXS FIAST WANK - FOUNDED 1784 8T ALLXANDELR MAMILTON

ONE wWaIl STRXIT, ¥XW YORK, N Y. 10286
LEQAL DZPARTMENT

(212) 635-739%9

October 11, 1554

Irving L. Golumb, Esq.
Golumb, Sindel & Dible, P.C.
185 Madison Avenue

Suite 1600 :

Naw York, NY 10016

Re: standby Iatier of Cradif
Dear Mr. Golumb:
Contary to the claims mada in your lettar, L/C
500028694 was amended with your client’s consent. Annaxed
hersto is a copy of the consent signed by Ronald Saale,
prasident of Banco de la Union, S.A.
Sincarely,

Dean A Yeallog sz

'
Jaan A. Shedlock
Counsel
JAS/mbh

bec: Elvis Montalve
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GOLOMB, SINDEL ¢ DIBLE, P.C.

Counsellors at Law

185 Mudison Avenue
Suite 1600
New Fork, NY 10016
(212 6354004
Telecopier: (217) 725-0410

November 10, 19%4

Jean A. Shedleck, Esg.
The Bank of New York
One Wall Street

New York, NY 10286

Re: Standby Letter of Credit
No. 800028694

Dear Ms. Shedlock:

Upon recsipt of your October 11 lettsr which encloses a copy
of a purported consent signed by Ronald Seale, wae have investigated
the matter and have learnad that Mr. Seale was not the president of
Bance De La Union on May 13, 1993, tha dats of his purported
lettar. He was not elected until August 11, 1993 and his authority
to act as president did not vest until the Act bad been fully
recorded in the Costa Rica Public Registry on August 27, 1993.
Before that time he was only a minority shareholder and neither an
officer nor a director.

This raises the question of how the Bank of New York justifies
jts reliance on what may be at best a self-serving declaration by
Mr. Seala that he was the president. It is axicmatic, of course,
that an agency cannot be proved by the declarations of its agants.

Moreover, had the "consent" latter which you have sant ne
existed at the date indicatad, the original or a copy would have
been sent in the ordinary course of business to the confirming bank
(The Bank of New York) and would have bacome a part of your
client's transactional records. Nor would the Suiss American Bank,
{f it had the letter in its own files, sit upen it for six months
after being called upon to document a supposed amendmaent.

Why would this letter not have been produced sooner, during
the courss of the communications betwean our client and yours?
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Jean A. Shedlock, Esq.
November 10, 1994
Page 2 .

The forsgoing considerations impart.a sanse of unreality to
the document you have sent us.

Possibly if you could furnish us with a retter copy of the
*consent” latter, we may be in a bettser position fte have it
examined for authenticity.

In any event, we must ask you to go behind your own letter of
October 11 and ascartain answers to the questions raised above.

While awaiting your responsaes we rssaerve all rights on the
part of our client.

Very truly yours,

%
D=t A s
I1G:jg Irving L. Golomb
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NEN VOPKS FIAST BAMK - TIUNOED 1784 BY ALCXANOEA mAMILTON

Deczmber 2. 1994
ONE WALL STREET. NEW YORK. . Y. 10286
Mr. John Greaves
General Manager
Swiss-American Banking Group
Friar’s Hill Road
P.0O. Box 1302
St. John's Anugua W.1.

Dear John.

The Bank of New York has currently two major cases ourstanding with Swiss-Amencan Natonal
Bank of Anngua ( SANB ). One is forged checks for a total amount of $33.665.00 and the other
relate to two standby lenters of credit in favor of Banco de la Union. San Jose. Costa Rica.

L Forged Checks for $53.663.00

This case was referred to The Bank of New York's Protective Control Deparmment and a claim was
forwarded to Great Western Bank in Florida. However. since forgery is a criminal offense and

must be reported to the U.S. police authormes. we would like to request ciarificadon on the
following points. as they differ with our files :

2) The svstem of advice of drawings for amourts $3.000 and over mentioned in your letter dated
October 7, 1994 was apparently never instituted. In a letter dated July 16, 1993 and as a resuit of
four forged checks debred to vour account m May, 1993, SANB requested more information about
the advice of drawing for checks in amounts $3.000 and over. These materials were sent to vour
Institution via fax by BNY s Deposit Services Division on July 22, 1993,

SANB then procesded to send to The Bank of New York advice of checks via fax which we could
00t accept for security reasons. An urgent tziex was sent to Swiss American Narional Bank on July
29, 1993 indicating, checks issue mformaticn must be sent to BNY via tested telex or SWIFT, and
to confirm accordingly. We never recerved a response and the procedure was never established in
our system. .

Wemcun:mlymc:iving’ﬁemdnzmmulmfmmSv;isxAmcdmnNadonal Bank. but we
are not sure if it i$ for every check 1ssued for $3.000 and over. Please clanfyv in writng as soon as
possibie in order 10 avowd checks being reumed.

b) Deposit Services Division at The Bank of New York confirmed to the investigators the onguwai
forged checks for $3.000, $15.110 00, $18.330.00. and $16.225.00 all dated February 1994 were
returned to Swiss-Amencan Nanonal Bank via courier. Apparently. all the good cancsled checks
were recsived for that penod. excepted theses forged drafts. We would like vou to understand that
these forged checks were not mailed separately. but were included in the same eavelope with vour
statements and the other checks. We would appreciate if vou can start an investigation at your end.
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¢) When Ms. Nancy Goodwin and [ came to Antigua in May 1994. vour saff told us during our
discussion that the $3.000 forged check was the onlv one they had in their books. Swiss American
should have notified us of the others or of an ongoing audit. Timely nodfication is tmportant under
the UCC regulations. and a customer is obligated to exercise reasonable care and prompmess in
examining bank statements. This subject was also underiined 1o my letter dated June 9, 1994,

d) The Bank of New York has aiready written off $53,000 since May 1993, including the $3,000
refunded to SANB on August 30, 1994, We definitely would like to locate the source of these
_ forgeries and find a soluton to thus problem. It would be beneficial for both Institutions.

¢) The tnvestgators are also requesting a local police report. Did Swiss American Narcnal Bank
reported these cases to the authorities in Amtigua ? if ves. we would appreciate sending us a copy.

If no report was filled, please contact vour local police deparament as soon as possible.

1. Standby Letters of Credit in favor of Banco de la Union

The Bank of New York's Legal Deparunent has been contacted by Golomb, Sindel and Dible, PC
Counsellors at Law located in New York City on behalf of Banco de La Union, San Jose Costa.
Rica. § 450,000 are being claimed from BNY, representing the amount two irrevocabie standby
letters of credit opened by The Bank of New York., under instructions from Swiss American
Narional Bank and in favor of Banco de La Unioa.

As we discussed with Mr. Lester Andall, enclosed is the recent correspondence between Irving
Golumb, the attorney for Banco de la Unica SA and Mrs. Jean Shedlock, The Bank of New York's
counsel, with regards to Banco de la Unioa's claim under the two Irrevocable Standby Letters of
Credit No. 1193 and 1293.

In the November 10. 1994 letter, Mr. Golumb stares that Mr. Ronald Seale was not authorized to
consent on behalf of the beneficiary to the May 13, 1993 amendment. He argues that since the
beneficiary did not consent to the amendment. Banco de 1a Union should recover for not only the
$60,000 drawing actuaily made, but also for the face amount { $450,000 ) of the two Uc's.

At this stage, we would like to have vour comments and if possible arrange a conference call with
you. Jean Shedlock and myself at a mutually convenient ume.

Sincerely,
. -

/e LI el
Jean-Pierre St. Victor
Assistant Vice President

Lann Amenca Division

cc: J. Shedlock
S. Polito
M. Mirdn
N. Goodwin
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MEMORANDUM
To: Dorothy A. Kmetz
From : Jean-Pierre St. Victor
Date : December 6, 1994
Re: Swiss American National Bank of Antigua

We would like to inform you about the case of two standby letters of credit issued and confimed
by The Bank of New York by order Swiss American National Bank of Antigua { SANB ). These
Ve's, secured by IBF time deposits, were issued for § 225,000 each in April, 1993 in favor of
Banco de La Union, San Jose, Costa Rica with a maturity date extended to April 20, 1994.

These letters of credit were opened for the purpose of complying with legal requirements for
liquidity imposed upon private banks by Banco Central de Costa Rica.

No claims, under these standby letters of credit, were received by The Bank of New York until
April 20, 1994, the maturity date. The beneficiary flew someone in from Costa Rica and
presented documents for $60,000 against onc of the standby letters of credit.

When Latin America Division was informed about this claim, on April 22, 1994, we
automatically debited SANB’s account for $225,000 and created an IBF time deposit for 60
days, since the previous collateral had aiready been released the previous day. The Bank of New
York’s Standby Letter of credit Department refused payment because Banco de la Union did not
include a letter from Swiss American National Bank, signed by two board members and
notarized in Antigua. This amendment was apparently agreed upon and signed by SANB and
Banca de la Union.

Letter of credit Department informed both parties about the discrepancy and requested 2 waiver
and authorization for payment from the opening bank on April 22, 1994, Having received 2
negative response from Swiss American, they proceeded to inform the beneficiary. With no reply
neither from the beneficiary or Banco del Comercio { Banco de Ia Union's correspondent in
Costa Rica ), we closed our files on June 14, 1994. Collateral was released on June 20, 1994.

This case has currently been reactivated as a result of a letter dated October 4, 1994 received by
The Bank of New York from Golomb, Sindel and Dible, PC Counsellors at Law in New York
City on behalf of Banco de ia Union, Costa Rica. BNY s actions in April 1994 are perceived as
an anticipatory breach in our contract by the beneficiary and is now requesting payment for the
full amount of the two standby letters of credit ( $450,000 ).
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When Mrs. Jean Shedlock, Counsel for The Bank of New Yark’s Legal Department, presented a
copy of the amendment signed by Mr.Ronald Seale, president of Banco de {a Union to
Mr.Golomb, she was informed that Mr. Seale was not the president of Banco de la Union on
May 13, 1993 ( amendment date } and was only elected to this position only on August i1, 1993.

All of these informations have already been related to Mr. John Greaves, Manager of Swiss
American National Bank in Antigua and the case is currently being reviewed by BNY''s Legal
Department. We have not yet received a reply from Mr. Greaves.

As stated previously, collateral for these [/c's were released on June 20, 1994 and we are
recommending we take the full amount from SANB’s current account, in case of any legal
actions by Banco de la Union against The Bank of New York. The account is currently on “ refer

debit ” in our system.

Attached, please find all the correspondence received on this matter. We will provide you with
an update on this case as soon as it is available. .

cc: N Goodwin
J. Shedlock
E. Montalvo
E. Torres-Kelly
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THE BANK OF NEW YORK

CALL REPORT
Swiss American National Bank ’ April 20, 1995
St. John's. Antigua W.|. —
BNY Clieat
. Mr. John Greaves
Jean-Pierre St. Victor General Manager
- Mr. Lester Andall
Elsa Torres-Kelly Operations Manager

. Mr. Romelt Tiwari
Financial Controller
- . Mr. Kem Tonge
F.T. Clerk

Topics of Discussion:

Elsa and | had a very interesting and important meeting with Swiss-American National Bank of
Antigua. This institution is currently going through a major restructuring program, as both the
General and Operations Managers resigned from the bank. The resignation of Mr. John Greaves
and Mr. Lester Andall, respectively was effective as of Friday April 21, 1995. Mr. Greaves told
us these resignations were not the result of any abnormalities within the institution, but only
reflect a change in management in view that their contracts expired in 1995. Mr. Greaves told us
also. he will stay as a consultant to the Board of Director of the bank. The new General Manager
of Swiss-American National Bank is Mr. Ken Fisher. We were unable to meet him as he was in
the process of moving to Antigua and his nomination was going to be effective on May 1, 1995.
No replacement has been selected yet for Mr. Andall’s position.

Our discussion focused on two outstanding issues. The first one is a possible lawsuit against The
Bank of New York by Banco de la Union in Costa Rica. This institution is claiming $450,000,
representing the amount of two irrevocable standby letters of credit opened by The Bank of New
York under instructions from Swiss-American. Having been briefed by Mrs. Jean Shedlock from
BNY's Legal Division before the trip, we told Mr. Greaves that the lawyers representing Banco
de la Union in New York have already taken all the steps for an actual lawsuit, and despite many
requests by BNY s Legal Division, we were stili waiting for the following information from

Swiss-American:

1) A letter from Swiss-American's lawyer in Antigua explaining its position regarding this case.
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2} and the name and address of Swiss-American’s lawvers in New York. since BNY s senior
management had decided that all-legal expense should be for the account of Swiss-American

Bank.

Mr. John Greaves acknowledged that they have already legal representation in New York and
told us he will pass these requests to his lawyers with instruction to contact Mrs. Shedlock as
saon as possible.

The second case involves a number of forged checks for a total of $33.665.00 apparentiy

originated in Antigua. Not only did Swiss-American National Bank never send us a police report
as requested in our letter dated December 2. 1994 but BNY was advised nine months after these

items were returned to SANB.

We told Mr. Romel! Tiwari. Comptrotler at Swiss American, The Bank of New York will decide
on the check issue only after the lawsuit has been settled.

c.c: D. Kmetz N. Goodwin
D. Gilmore J. Shedlock
S. Polito E. Torres- Kelly
Credit Files
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Irving Golomb, Esq.
Golomb, Sinde! & Dible, P.C.
185 Madison Avenue

Suite 1600
. New York, N.Y, 10016

Dear Mr. Golomb:

I am the sttorney for Swise American Bank Ltd (*Swiss American™) and am writing to you
with respect to Banco de s Union's claims on Standby Letters of Credit Nos.11/93 and
12/93. These Letters of Credit were issued by Swiss American on May 12, 1993 with
instructions to the Bank of New York to pay Banco de Ia Union upon receipt of proper
doct ion. All negotiations were conducted by Ronald Seale, Presideat, on behalf of
Banco de 1a Union. All correspondence relative to the Latters of Credit was addressed to
Ronald Seale, President of Banco de la Union at the Bank's address in Costa Rica.

When it became apparent that Banco de la Union could not collsteralize the Letters of
Credit as agreed, Swiss American became concemed about its exposure and insisted that
an amendment to the original Letters of Credit be done in order to give it control of the
drawings.

The amendment was accepted by Ronald Seale on Banco de la Union's stationery on May

13, 1993 by fax of that date 1o John Greaves. Even if, 23 Banco de Ia Union maintains,
Mr, Seale was not its President in May of 1993 he was nonetheless an suthorized agent

and his actions viz-s-viz the amendment were binding on Banco de 1a Union.

Since Banco de la Union filed to submit documents which conformed to the ameodment,
its eleventh hour drawing on April 20, 1994.was properly rejected.

]
Sincersly, |/

v

CordellB. Sheppard |

>

A var?

cc: Jean Shedlock, Counsel
Bank of New York
BNYSEN06993
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CoreeLt. B, SHEFPARD
BARRIETLNAT-LAW § SOLICITOR
PQ BOX 29t
MAMNET 4 LONG $TREXTS

Y IOHNS ANTIGUA

TRL (809) 42 1m0

CABLE ADORESS
| TELKFAY (809} 4821338

HUREAU ANTIGUA

Sth May, 1995

Mr. Ken Fisher

General Manager

Swiss American National Bank of Antigua
Higft Street

St. John's

Antigus

Dear Sir,

Re: Swiss American Bank Limited v Bance De La Union
Suit No. 237 of 1994

The above-captioned suit was filed on June 15, 1994, Leave to serve out of the
Jjurisdiction was granted by the Court and & copy of the proceedings sent to the defendant

by pre-paid registered post.

The registered letter was returned. From information | have gleaned in the course of
advising the bank on another matter, it appears that the defendant in this matter has gone

out of business.

[ now propose sending writ ta the banking authorities ia Costa Rica.

All for your informativa and guidance.

Cordell B, Sheppard
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THE LATIN AMERICA DIVISION
CALL REPORT

CLIENT:

BNY:
Nancy S. Goodwin, VP /LA KE.D. {Ken) Fisher, General Manager
J.P. S Victor, AVP ' Romell Tiwari, Financial Controller
William E. McDavid, Operations Mgr.’
‘ Brian Stuart-Young, Bus. Dev. Mar. -
SWISS AMERICAN BANK OFANTIGUAT

ST. JOHN'S ANTIGUA February 27, 1996

 TOPICS OF DISCUSSION

Re: $53,000 plus in fraudulent checks paid in 2/94 that they claimed on in Oclober. Romell says they
were on advise of drawing and contrary fo what Steve Polito said, had been sending tested telexes not
faxes prior to 2/94. Kem Tenge had all the data and when he refums from a two day seminar, he will
send us proof. He says, in addition, they had started calling our operations area for information about
the checks in 4/94 since the items themselves were missing from their package. Later, he admitted the
persan reconciling the checks was in on the fraud. Finally, he says there had been an investigation
involving the FBI and J. Greave should have informed us.

1

Romell claims he knows nothing about $90M in fbrged checks that we had repaid to them in 5/23 which
lead to BNY losing $49,000. He asked for check numbers'and more data. {We had pointed out we
had paid them back in the past despite late claims, but we had reached a fimit}

Told them that this $53M ciaim was on top of a lot of other legal problems that Swiss American was
causing BNY. In the Banco de Ia Union case, Ken says the whole thing was a scam and their lawyer is

about to sue. He thinks their lawyer in this case is
We told them that we had heard nothing from the stend-

by's beneficiary since we explained to them in 4/95 that we could not pay since Swiss American would
ot waive the discrepancies. No one could gquite explain why the Central Bank of Costa Rica would
have accepted Bance de la Union's choosing an Antiguan bank fo guarantee thelr reserve requirement

anyway.

We toid Ken that the Roya! Bank of Scotiand had informed us they had canceled a payment fo a client
of Swiss American's for £120,000 because fraud was involved and they asked us to investigate. We
forwarded the information fo Protective Control and sent a fax fo J. Greave explaining what had
happened. Ken asked fora copy of the fax. Apparently, the original holder of this account is now in L
prison. They did due difigence on the present holder who appears to be in the clear.

Re: Bryton Capital management. J.P. asked them to confirm to us that they no fonger have the |
account and when it was closed, Ken was mystified that we had been subpoenaed sirice B of A was

the one really involved.

swamant
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6. Re: Craddock. No one can understand why this fellow actually believed another one of those Nigerian
get rich quick schemes, but he has become such 2 pest, that they will probably have to hite alawyer ta
have a "cease and desist order” issued. (BNY already informed the courts anyway that money did aot

go through us - went via Barclays.)
They want o make certzin that they are Informed every time a T/D is renewed, citing the rate'and
tenor. They say this is not happening now. . '

8, Romell said his volumes have gone ub so his pricing sheuld go down, | told him, actually, his volumes
had gone down which Ken attributed to the problems afier the humicanes, They also need multi-part

forms, for checks. (Need to see how much Deluxe would charge.) .

ACTION - .

Send information on the $90M 