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Tony Wayne is President of [ronHorse LLC, a K.C. based special
situation business consulting firm with practice specialties in business
valuation, forensic services, litigation support, turnaround consulting,
due diligence & CFO services. He has led the investigation of a number
of highly complex financial fraud investigations including pink sheet
stock scams, private placement fraud, financial reporting fraud, and
embezzlements. His findings have contributed to both criminal
convictions as well as civil litigation prosecution.
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DISCLAIMER

All rights reserved. No part of this work covered by the copyrights herein may be reproduced or copied in any form or by any means—qgraphically,
electronically, or mechanically, including photocopying, audio/video recording, or information storage and retrieval of any kind—without the express
written permission of the Consultants’ Training Institute™ (CTI™), the National Association of Certified Valuators and Analysts™ (NACVA®), the Institute
of Business Appraisers™ (IBA™), and the presenter.

The information contained in this presentation is only intended for general purposes.

It is designed to provide authoritative and accurate information about the subject covered. It is sold with the understanding that the copyright holder is
not engaged in rendering legal, accounting, or other professional service or advice. If legal or other expert advice is required, the services of an
appropriate professional person should be sought.

The material may not be applicable or suitable for the reader’s specific needs or circumstances. Readers/viewers may not use this information as a
substitute for consultation with qualified professionals in the subject matter presented here.

Although information contained in this publication has been carefully compiled from sources believed to be reliable, the accuracy of the information is
not guaranteed. It is neither intended nor should it be construed as either legal, accounting, and/or tax advice, nor as an opinion provided by the
Consultants’ Training Institute (CTI), the National Association of Certified Valuators and Analysts (NACVA), the Institute of Business Appraisers (IBA),
the presenter, or the presenter’s firm.

The authors specifically disclaim any personal liability, loss, or risk incurred as a consequence of the use, either directly or indirectly, of any information
or advice given in these materials. The instructor’s opinion may not reflect those of the CTI, NACVA, IBA, their policies, other instructors, or materials.

Each occurrence and the facts of each occurrence are different. Changes in facts and/or policy terms may result in conclusions different than those

stated herein. It is not intended to reflect the opinions or positions of the authors and instructors in relation to any specific case, but, rather, to be

illustrative for educational purposes. The user is cautioned that this course is not all inclusive.

© 2016 National Association of Certified Valuators and Analysts (NACVA). All rights reserved. ¢ 5217 South State Street, Suite 400, SLC, UT, 84107.
The Consultants' Training Institute (CTI) is registered with the National Association of State Boards of Accountancy (NASBA) as a sponsor of

continuing professional education on the National Registry of CPE Sponsors. State boards of accountancy have final authority on the acceptance of
C I E individual courses for CPE credit. Complaints regarding registered sponsors may be submitted through its web site: learningmarket.org.
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PRESENTATION OVERVIEW

» This session will introduce and explore how to effectively access and
search various electronic public records sites including
governmental, secretary of state, social media, court records, court
dockets and private services.

» Techniques are valuable in compiling and analyzing background
information:
v’ Asset tracing activities
v" ldentifying/documenting critical relationships
v Building related party entity structures

v Compilation of civil and criminal histories

v Help identify potentially critical and credible witnesses in forensic
investigations.

e £ NACVA and the CTI's
2 0 I 6 An n u aI co n S u Itan ts’ co n fe re n Ce © 2016 National Association of Certified Valuators and Analysts™ (NACVA®). All rights reserved.

GLT




GOALS/PRESENTATION FOCUS

> Identify & access various public records search sites to facilitate evidence
gathering activities.

> Utilize Outlook key word and other email search techniques to quickly sort
through .pst files with thousands of records, and how to preserve the
evidence as not to violate evidential handling protocol.

» Learn techniques for public record and electronics communications evidence
compilation and summarization to efficiently drill down, up and across
evidence as needed.

> Learn the use of various visual presentation summaries such as relationship
mapping, entity summary tabling, and time-lines to produce powerful
summary visuals within forensic reports.
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FORENSIC EXPERIENCE SUMMARY

> Troubled companies experience much higher frequency of irregularities.

> Otherwise decent people in desperate times take/rationalize desperate
measures.

> Extensive private placement transactional expertise & experience.
> Bad deal, troubled company experts.

> Lots of litigation with deals gone south.
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CASE EXPERIENCE SUMMARY

> Embezzlement

» Unauthorized conversions/diversions of corporate assets for personal gain
> Private placement fraud claims

» Commercial bank borrowing base reporting fraud

» Financial reporting fraud
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FINDINGS & OBSERVATIONS-OUR DIRTY DOZEN +1

» In troubled company restructuring, forensic engagements best to assume at
outset that fraud is likely present.

» As such, perform initial fundamental forensic techniques to flesh-out a
comprehensive work program, and to rule out most obvious indicators of
potential irregularities.

» Trended 48-60 month diagnostic template analysis highly-effective 15t step in an
engagement. Ditto immediate securing of .pst back-up files of Outlook email
activity/files/folders for key managers, support personnel.

» Assume others were involved in, helped cover-up, knew of or suspected
irregularities. Fraud is rarely committed in a vacuum, nor does its awareness
remain confined to only one office
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FINDINGS & OBSERVATIONS-OUR DIRTY DOZEN +1

> Most cases will demonstrate highly complex multi-entity structures in stark
contrast to the relative simplicity of the underlying operations. These
structures must be very thoroughly documented and understood.

> Operationally, little to no reason for high-volume of related party transactions
In most cases. Be wary of the timing, the amounts and the business purpose
of these.

> Founders, insiders other related parties frequently have extensive
documented track records of being associated with other entities-either
currently or in the past.

> Perpetrators and those who enable them like to run together in packs-you
may find critical relationships with the same individuals in various entities.
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FINDINGS & OBSERVATIONS-OUR DIRTY DOZEN +1

> The perps and their pals are vey busy people and tend to communicate
electronically. Moreover, their calling activity creates trails as well.

> Founders frequently “prey on” unsophisticated, highly trusting investor
partners who know not what question to ask. And, add to that a highly
sociopathic conscious with an unlimited capacity to rationalize coupled with
an over-powering desire to make money quickly and easily means that
forensic work is 80% people, 20% analysis.

> Repeat offenders are common-fraud is not usually detected or uncovered
and when it is, it is not often prosecuted criminally nor litigated in civil
proceedings.
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FINDINGS & OBSERVATIONS-OUR DIRTY DOZEN +1

» Strength of the findings and the case are directly tied to the quality of the
summaries, the exhibits and the ability to very quickly drill down, up, and
sideways through the compiled evidence.
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PUBLIC SITE SEARCHES-WHY PERFORM THEM?

» Co-mingling of business coupled with non-business purpose transactions
often involves related party transactions.

> Non-business purpose, non-authorized expenditures can include payments
to settle amounts owed by principals outside the business.

> Perps are quite often repeat offenders and their histories can and do reveal
patterns of potential and apparent irregularities.

» Financial difficulties, previous failed business endeavors, litigation history
may reveal names of entities & individuals who may be the recipients of
embezzled funds.
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PUBLIC SITE SEARCHES-WHY PERFORM THEM?

» Can provide valuable trails to identify possible recoverable assets, trace
proceeds from diverted transactions.

> Promotors are gifted at creating a buzz, attracting capital to opportunity.

> Unfortunately, the funding proceeds can be used ponzi-like to settle the
claims of others from previous failed new ventures, to “redeem” rather than
dilute founding investors, to settle other business debts, or simply to fund a
life-style.
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COSTS TO PERFORM SEARCHES

>

Varies depending on venue.

Pacer (federal court system) quite reasonable. Accounts are free, quarterly
billings at max $ .08 per page.

State, county and municipal sites may charge membership/set-up fees,
charge per document, and auto renew unless canceled. Searches can run
$5to $ 25 or so per document.

Private, for profit sites may charge per search, may vary the fees based on
type of search, or provide discounts on bulk searches for a fixed period of
time. $ 5to $ 25 per search is not uncommon.
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USING FOR-PROFIT/PRIVATE SITES FOR INDIVIDUAL BACKGROUND
SEARCHES

> May seem redundant, but perform searches using multiple sites.

> No site seems 100% current/accurate with filings, some appear not to link to
all public sites.

> Need SS # and/or DOB for criminal searches.

> Reverse phone look-ups can be effective in establishing relationships,
tracing communications to 3" parties.

> Some sites quite flexible, robust at comprehensive searches including entity
affixations, asset tracing, litigation and financing histories, tax lien searches.
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PUBLIC SITES
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bankruptcy courts, and the PACER Case Locator. PACER is provided by the Federal Judiciary in
keeping with its commitment to providing public access to court information via a centralized
service.

NEXTGEN CM/ECF CM ECF

The Federal Judiciary has developed a Next Generation (NextGen) Case Management/
Electronic Case Files (CM/ECF) system that will allow you to use the same account for both
PACER and electronic filing access.

More information on the improvements to PACER and CM/ECEF is available. Check back for
updates as courts go live on the new system.
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PACER ANNOUNCEMENTS

® April 2016 Newsletter 2 (04/06/2016)

® Online Payment Service Interruption on March 26, 2016
(03/21/2016)

® Notice of possible PACER and CM/ECF disruption on
November 30 (11/25/2015)

® New Limit for Credit Card Payments Effective June 1, 2015
(07/23/2015)

® Exemption from PACER Fee Increase for Government
Users Expires on April 1, 2015 (02/01/2015)

@ Training on Changes to PACER (12/08/2014)

® Restoration of Access to Legacy Case Information
(10/31/2014)

More »

WHO CAN ACCESS PACER? u

PACER is available to anyone who registers for an account.
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2 Rabe, Kermit Eugene (dft) ksbke 2:05-ap-06137 08/22/2005 03/24/2006 Transferred to Another Divisional Office in
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3 Rabe, Kermit Eugene (db) ksbke 2:05-bk-22496 7 05/27/2005 05/22/2014 Standard Discharge 08/18/2008
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Party Name VW Court Case NOS Date Filed Date Closed
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HIGHER EDUCATION ASSISTANCE FOUNDATION vs. RABE

93CV10608[M4  |RABE [ERIC [PLT |RABE vs. COLLINS ET AL

04CV01139 [1 |[RABE (K [E [DEF [US BANK NAET AL vs. RABEET AL

03CV07318 |7 [RABE (K [E [DEF |FORD MOTOR CREDIT COMPANY ET AL vs. OLATHE CHRYSLER JEEP INC ET AL
01CV06621 |[11 [RABE K [E [DEF [ZARICKY ET AL vs. OLATHE CHRYSLER REALTY LLCET AL

88CV08884 (11 [RABE (K [E [DEF |[CITY WIDE SHEET METAL INC vs. RABE ET AL

e B IRABE |K IE IDEF E%Tg@mng E};{Rg NATIONAL BANK OF KANSAS CITY vs. MARK TWAIN KANSAS
86CV03536 14 IRABE K IE [DEF [BOATMEN'S FIRST NATIONAL BANK OF KANSAS CITY vs. RABEET AL
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[s6Cv035364 RABE K E DEF |BOATMEN'S FIRST NATIONAL BANK OF KANSAS CITY vs. RABEET AL |
o1cvos43a ] RABE KENT DEF [OAK PARK BANK vs. GLENWOOD BUSINESS DIST OWNERS ASSOC ET AL |
[s6cv03536 4 RABE KENT  |E DEF |BOATMEN'S FIRST NATIONAL BANK OF KANSAS CITY vs. RABEET AL |
[oacvosess |2 RABE KERMIT DEF |STATE OF KANSAS EX REL ET AL vs. MIDWEST POWER EQUIPMENT COMPANY ET AL |
o4cvo1s94 s RABE KERMIT DEF |HICKOK INVESTMENT CORPORATION vs. RABE' ET AL |
l4Twoo0s7|M4  |RABE KERMIT DEF |KANSAS DEPT OF REVENUE vs. RABE ET AL |
. KUBOTA TRACTOR CORPORATION ET AL vs. MIDWEST POWER EQUIPMENT

‘osc\- 090858 [RABE KERMIT DEF |y op AL Q ‘
3cvo7os3 s RABE KERMIT PLT |RABEET AL vs. ZARICKY ET AL |
[15cv06089 ]2 RABE KERMIT _[E DEF |KAY vs. RABEET AL |
acvo1894]8 RABE KERMIT _[E DEF |HICKOK INVESTMENT CORPORATION vs. RABE' ET AL |
3cvor318] RABE KERMIT _|[E DEF |[FORD MOTOR CREDIT COMPANY ET AL vs. OLATHE CHRYSLER JEEP INCETAL |
l3Two2270fM4  |RABE KERMIT [ DEF |KANSAS DEPT OF REVENUE vs. RABE |
3Two2264M4  [RABE KERMIT _|[E DEF |KANSAS DEPT OF REVENUE vs. BRADY ET AL |
3Tw02263[M¢  [RABE KERMIT _|[E DEF |KANSAS DEPT OF REVENUE vs. BRADY ET AL |
l3cvossorfi4  |RABE KERMIT | DEF |[1ST FINANCIAL BANK vs. RABE ET AL |
3TWo1847)M4  [RABE KERMIT _|[E DEF |KANSAS DEPT OF REVENUE vs. BRADY ET AL |
l3cvoieesfir — JRABE KERMIT _|[E DEF |ENTERPRISE BANKING N A vs. ROH PARTNERS LLCET AL |
3cvoi210]7 RABE KERMIT _|[E DEF |ZARICKY ET AL vs. OLATHE CHRYSLER REALTY LLCET AL |
02cvo4340]t RABE KERMIT _[E DEF |TEXTRON FINANCIAL CORPORATION vs. RABE ET AL |
[85Cv03738 1 RABE KERMIT _|E DEF |LANKMARK BANK OF KANSAS CITY vs. RABE ET AL |
[c0094333 | RABE KERMIT _|[E PLT |RABEET AL vs. RODREQUEZ |

g RABE KERMIT [EUGENE  [PLT |RABE vs. RABE |
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KABE KERKMIT EUGENE DEF = LLCEL AL vs. KABEEI AL
RABE KERMIT [EUGENE |DEF |RABE vs. RABE
RABE KERT DEF [SIGNATURE STAFFING INC vs. RABE ET AL
RABE KERT CON |[CARPET FACTORY OUTLET OF K C INC vs. RABE
RABE KERT OWN [CARPET FACTORY OUTLET OF K C INC vs. RABE
RABE KERT DEF |CARPET FACTORY OUTLET OF K.C. INC vs. RABE
RABE KERT DEF |HUMANA HOSPITAL OF OVERLAND PARK ET AL vs. RABEET AL
RABE KERT DEF [SHAFER, KLINE & WARREN PA vs. RABE ET AL
RABE KERT DEF |[CITY WIDE SHEET METAL INC vs. RABE ET AL
RABE KERT DEF [[KANSAS CITY STAR COMPANY vs. KANSAS CITY SPORTS CARS INCET AL
e e I %/IToiSAN-WIGHTMAN SUPPLY COMPANY vs. KERT RABE CONSTRUCTION COMPANY
RABE KERT OWN [POOL & PATIO CENTER INC vs. RABE ET AL
RABE KERT 3 |[CLARKET AL vs. MARTENS ET AL
RABE KERT DEF [CLARKET AL vs. MARTENS ET AL
RABE KERT DEF [COCA COLA BOTTLING COMPANY vs. PUTT PUTT OF OVERLAND PARK ET AL
RABE KERT E DEF |TIERONE BANK vs. RABE ET AL
RABE KERT E DEF |PEOPLES BANK vs. RABEET AL
RABE KERT E OWN |MID-STATES MILLWORK INC vs. KERT RABE CONSTRUCTION COMPANY ET AL
RABE KERT E DEF |BETTS ET AL vs. RABE
RABE KERT E OWN |DI BENEDETTO vs. RABE ET AL
RABE KERT E DEF |MID-STATES MILLWORK INC vs. RABE ET AL
RABE CERT k DEF iIiBURBAN LAWN & GARDEN INC vs. KERT RABE CONSTRUCTION COMPANY INC ET
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; ‘ \ BOATMEN'S FIRST NATIONAL BANK OF KANSAS CITY vs. MARK TWAIN KANSAS
§8CV00134 RABE KERT CITY BANK ET AL
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e ‘RABE — \ TANLEY WOOD PRODUCTS INC vs. KERT RABE CONSTRUCTION COMPANY INC ET
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PREMIUM

Profile My Network Jobs Interests

Are You A CEO? - You're invited to apply for inclusion in the Worldwide Executi

Kert Rabe 2

Commercial Accounts Mgr
Kansas City, Missouri Area | Automotive

Ford Commercial Business Solutions
Miller Ranch Developers, Golden Harvest Products
Washburn University

Send Kert InMail | ~ 171

@ nttps:/iwww linkedin.com/in/kert-rabe-3a242471 AW Contact Info

Background

% Summary

Looking for one or several hundred vehicles.... please give me a call.

B Experience

Commercial Account Manager
Ford Commercial Business Solutions

2013 — Present (3 years)

President
Miller Ranch Developers

June 1996 — May 2005 (9 years)

President
Golden Harvest Products
July 1988 — March 1996 (7 years 9 months)
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Bankruptcy claims allege funds
misuse

Creditors say executive misappropriated $3.5M

Creditors are circling a one-time Kansas City popcorn king who they claim
misappropriated more than $3.5 million.

Kert Rabe, a Leawood entrepreneur who once co-owned Golden Harvest
Products Inc., faces a $2.6 million claim from Ford Motor Credit Co. and a
$629,130 claim from U.S. Bank, according to filings in Rabe's Chapter 7
bankruptcy in the U.S. Bankruptcy Court of Kansas. Both filings say Rabe
violated credit agreements and misappropriated money for personal use.

Another party accusing Rabe of misusing money is Chris Boyd, owner of now-
defunct popcorn company Encore Products LLC. Boyd hired Rabe as Encore's
president in January 2004 and said Rabe misused $945,000 during an 18-
month period, about two-thirds of it through the company's credit agreement
with U.S. Bank.

Encore's lawyer, Allan Hallquist of Blackwell Sanders Peper Martin LLP, said
Boyd hired financial consulting firm IronHorse LLC to conduct an audit, which
the firm said revealed Rabe's alleged misappropriations.
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Airborne Media garners acclaim
Durango tech company attracts big audience
by Stew Mosberg

3 -;err"lwbled Is a Seasoned Executive Management Téam with
| Successful Technology Company EXxits

Py

Cordell Brown Mike Oldham — President / Daries “Chip” Lile John Howe
Chairman & CEO Chief Content & Network Officer Co-Founder & CTO COO & Director
CEO 15t Contact « CEO of Omnibus Systems Loronix info Systems . Go-Founder & President
Technologies - Miranda/ Harris / Grass Valley Software and moblile Eliot Management Group
IWL Communications/ - Broadcast & Advertising expert expert = Operations expert
Kenwood

Wireless expert
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County: SALT LAKE

Names / Aliases: Alias
CORDELL RONALD BROWN
Bond Amount: Case # Amount

i D WRITING OR
(THREE COUNTS), third dagrze felony, POSSESSION OF FORGE W
g%%?gg ?OR WRITING (THREE COUNTS), third dé:grg; ‘::?lcc:ag:; A’:TEI\%PTrEiI:dE'i:;ETE, tl::li?ifslé
misdemeanor, YNTERFERENCE WITH ARRESTIN class \ R
' GOVERNMENT AGENCIE
INFORMATION TO A LAW ENFORCEMENT OFFICER, )
SPECIFIED PROFPESSIONALS, class B misdemeanor, THEFT BY DRCEPTION, class B nr:‘;sd?nn:m;‘:;;
ATTEMPTED THEFT BY DECEPTION, class C misdemeancr, hes been commitisd,

FORM U6 (8105-06888) DISCLOSES: CORDELL RONALD BROWN AND C.R. BROWN & CO., INC., ARE ORDERED TO CEASE AND DESIST FROM
FURTHER VIOLATION OF ANTIFRAUD PROVISIONS OF SECURITIES ACT OF MONTANA. BROWN |3 ALLEGED TO HAVE CONVERTED CUSTOMER
FUNDS TO HIS OWN USE. DOCKETICASE NO. 12-87-36, DATED MARCH 4, 1988,

4. The concurrent sentences imposed under Counts 1 through
7 and the concurrent sentences imposed under Counts 8 through 14
shall be served consecutively so that the period of this sentence

shall be fifteen (15) years at the Montana State Prison with ten

(10) suspended.
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DAVID P. RICE and §  INTHE DISTRICT COYRT OF
15T CONTACT TECHNOLOGIES, INC. §
a Delaware Corporation §

\RISSE
ERK

VS. HARRIS COUNTY, TE

FILE

ARLES BA
DSTRICT

CORDELL R. BROWN AND 157
CONTACT TECHNOLOGIES, INC.

A Texas Corporation § 281% JUDICIAL DISTRIGT .
3. Plaintiffs’ cause of action is bascd on the fact that Brown solicitated funds from Rice
for the purchase of shares of stock in 1 Contact. Brown represented to Rice that he would
operate as the company’s president performing and fulfilling all the duties thereof in a
reasonable and business-like manner and representing the best intercst of the sharcholders.
Despitc his representations to the contrary, Brown disregarded his duties and used the
company, its capital, its assets and its opportunities to further his own personal intercsts to
the detriment of both 1* Contact and Rice. The representations made by Brown regarding
his duties were knowingly, falsely made with the expectation that Rice would rely on them
in deciding to invest in the company. As a result of the solicitations and representations by
Brown, Rice invested $125,000.00 into the company for the purchase of 240 shares of

§
§
§
§
§
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Stockbroker parlayed charm into thriving business, but it all came apart

( Gannett News Service )
Copyright 1996, Gannett News Service, a division of Gannett Satelitte Information
Network, Inc.

DES MOINES, lowa - Charming, easy-going, devoted to his family -former clients agree you
won't find a nicer fellow than stockbroker Nick Fegen.

"Nick's the type of guy you grew up playing football with in your back yard," said
businessman Mark Rogers. "Nick's your buddy." Fegen, 35, of Waukee, lowa, parlayed that
good-guy personality into a thriving career, assembling a roster of clients that included
prominent businessmen and pro football players.

But now more than two dozen ex-clients are pursuing claims against Fegen and five
brokerage firms to recover millions of dollars they say they lost while investing with Fegen.
The claims, filed with the National Association of Securities Dealer and New York Stock
Exchange's arbitration forums, say Fegen engaged in unauthorized and inappropriate trades.
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Firms, Individuals Punished For Violating NASD Rules, Laws
By

Ann Podd Staff Reporter of The Wall Street Journal
Updated Nov. 25, 1996 12:01 a.m. ET

The National Association of Securities Dealers disclosed disciplinary measures against a
number of firms and individuals for violations of NASD rules and securities laws.

Unless otherwise noted, the companies or individuals involved had no comment or couldn't
be reached.

IOWA: Nicholas Anthony Fegen, broker, of Waukee, was fined $60,000 and barred without
admitting or denying findings that he bought stocks for customer accounts without their
knowledge or consent and that he made guarantees to customers as an inducement to
purchase shares of a common stock.

Fegen (Registered Representative, Waukee, lowa) submitted a Letter of Acceptance, Waiver

and Consent pursuant to which he was barred from association with any NASD member in
any capacity..

NACVA and the CTI’s
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STATE OF NORTH DAKOTA BEFORE THE
COUNTY OF BURLEIGH SECURITIES COMMISSIONER

In the Matter of Fegen & Associates,
MNicholas A. Fegen, Legend Mobile fik/a
PTN Media, Inc., Peter C. Klamka, and
their Officers, Directors, Agents and
Employees,

CEASE AND DESIST ORDER,
NOTICE OF CIVIL PENALTY, AND
NOTICE OF RIGHT TO

REQUEST A HEARING

S’ St S S S

Respondents.

THE SECURITIES COMMISSIONER OF THE STATE OF NORTH DAKOTA TO
FEGEN & ASSOCIATES, NICHOLAS A. FEGERN, LEGEND MOBILE, F/K/A PTHN

MEDIA, INC., PETER C. KLAMKA, AND THEIR OFFICERS, DIRECTORS, AGENTS

IN TESTIMONY WHEREOF, witness my hand and seal this (A day of

MNovember, 2002.

ommissioner
missioner

State Capitol — Fifth Floor
Bismarck, ND 58505-0510
(701) 328-2910

NACVA and the CTI’s
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MedCom USA Retains National Financial
Network to Lead Comprehensive Investor

Awareness Campaign
Apr 17,2001, 0O1:00 ET from MedCom USA, Inc.

IRVINE, Calif., April 17 /PRNewswire/ -- MedCom USA, Inc. (Nasdaq: EMED),
a healthcare information technology solutions provider, today announced that
it has retained National Financial Network, a division of National Financial
Communications Corp., to direct its comprehensive shareholder and investor

relations campaign.

MedCom will continue its relationship with Fegen & Associates, a financial
communications company. National Financial Network and Fegen & Associates
will work closely to present the Company to the financial community.

Contacts: National Financial Network, Geoffrey Eiten, 781-444-61€0 or
800-640-2656, ext. 613; Fegen & Associates, Nick Fegen, 515-223-6296 or Kent
Barghols, 515-331-2636.
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Criminal Party Search
o> Case Locator Mon Apr 11 11:48:19 2016

1 record found

User: ir2543 ( FilterResults ) ( Download ) ( NewSearch )

Client:
Search: Criminal Party Search Name fegen, nicholas All Courts Page: 1

Party Name VW Court Case Date Filed Date Closed |
1 Fegen, Nicholas Anthony (dft) iasdce  4:2007-cr-00080 03/26/2007 05/11/2009 |
PACER Service Center Receipt 04/11/2016 11:48:19 47167666
User ir2543
Client

Description Criminal Party Search
Name fegen, nicholas All Courts Page: 1
Pages 1 ($0.10)
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U.S. District Court
Southern District of lowa (Central)
CRIMINAL DOCKET FOR CASE #: 4:07-cr-00080-JEG-CFB-1

Case title: USA v. Fegen
Filed 03/28/07

1. From in or about October 18, 1999, and continuing until August 2003, the defendant,
NICHOLAS ANTHONY FEGEN, knowingly and willfully devised and participated in, and intended
to devise and participate in, a scheme and artifice to defraud, and to obtain money and property by

means of material false and fraudulent pretenses, representations, promises and omissions of material

fact.

12. Tt was a further part of the scheme and artifice alleged herein that defendant would make
material misrepresentations to potential lenders/investors regarding the intended use of funds in

order to induce victims to invest in and lend money to Legend Mobile including, but not limited to:

NACVA and the CTI’s
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U.S. District Court
Southern District of lowa (Central)
CRIMINAL DOCKET FOR CASE #: 4:07-cr-00080-JEG-CFB-1

Case title: USA v. Fegen
Filed 03/28/07

16. It was a further part of the scheme and artifice alleged herein that defendant would omit
material facts to potential lenders/investors regarding prior administrative and/or legal actions
commenced against defendant by regulatory officials including, but not limited to:

(a) Nicholas Anthony Fegen failed to disclose to lenders/investors that his securities license
was rcvoke& through an administrative procedure by the State of Towa in 1996;

(b) Nicholas Anthony Fegen failed to disclose to lenders/investors that his securities license
was revoked through an administrative procedure by the State of Illinois in 1996;

(c) Nicholas Anthony Fegen failed fo disclose to lenders/investors that he was convicted of

twelve counts of securities fraud in violation of state law in the State of Iowa in July 1997,

NACVA and the CTI’s
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U.S. District Court
Southern District of lowa (Central)
CRIMINAL DOCKET FOR CASE #: 4:07-cr-00080-JEG-CFB-1

Case title: USA v. Fegen

17. It w_aé a further part of the scheme and artifice alleged herein that defendant would omit
material facts to potential lenders/investors regarding the defendnnt being investigated by the lowa
Securities Bureau which investigation became known to the defendant cn or about Séptember 5,
2002. |

18, It was a further part of the scheme and artifice alle@d herein that defendant wau]ﬂ_ omit
matenial facts .to poteﬁtia] lenders/investors regarding ﬁe defendant being ordered on or about
January 8, 2003, as amended on or about March 7, 2003, by the lowa Securities Bureau to cease and
desist from entering”into loans/investments of the nature defendant was cmducﬁng. |

19. It was a further part of the scheme and artifice alleged herein that defendant would make
material misrepresentaﬁons to lenders/investors regarding the scoﬁe of the January &, 2003, cease
and desist order, as amended on or about March 7, 2003, by indicating it liﬁlitcd him from complying

with agreements to repay lenders/investors.

NACVA and the CTI’s

2 0 I 6 An n u aI co n s u Itan ts’ co n fe re n Ce © 2016 National Association of Certified Valuators and Analysts™ (NACVA®). All rights reserved. 45




U.S. District Court
Southern District of lowa (Central)
CRIMINAL DOCKET FOR CASE #: 4:07-cr-00080-JEG-CFB-1

Case title: USA v. Fegen
Filed 03/28/07

21. Asaresult of the scheme and artifice alleged herein, defendant defrauded, and obtained
money and property by means of material false, fraudulent pretenses, representations and material

omissions, in excess of 50 individuals, in the total amount of more than $2,500,000.
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Omaha Division

Home - Omaha - Press Releases - 2008 - Waukee Man Sentenced on Fraud Charges

Waukee Man Sentenced on Fraud Charges

U.S. Attorney’s Office Southern District of lowa
May 08, 2000 (515) 473-0300

DES MOINES—On May 8, zooo, Nicholas Anthony Fegen, 49, of Wankee, lowa, was sentenced to
thirty months' imprisenment for charges of Wire Frand, announeced United States Attorney Matthew
v Whitaker, Mr. Fegen devised and participated in a scheme to defrand investors of more than
800,000 related to a stock promotion scheme coneerning a company known as PI'N Media, Ine. The
conviction of Fegen was based on a “guaranteed buy-back™ arrangement, despite knowing from prior
experience with stock promotion that such an arrangement was illegal under state law,

United States District Conrt Judge James E. Gritzner also ordered Mr. Fegen to servea three vear term
of supervised release following his incarceration, imposed $100 assessment to the Crime Vietim Fund
in erime vietims fund assessment and ordered $400,000 to be paid in restitution.

On February 25, 2zood, Nicholas Anthony Fegen entered a plea of guilty to Count 3 (Wire Frand) of the
indictment filed on March 28, zo07.

NACVA and the CTI’s
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September 01, 2007]
Omaha company Gabriel legal dispute on hold

(Omaha World-Herald (NE) (KRT) Via Thomson Dialog NewsEdge) Sep. 1--Some shareholders of Gabriel Technologies Corp.,

which makes high-security locks for shipping containers, have put their legal dispute with the Omaha company's management on

hold.

A company official and one of the sharcholders said a lawsuit would be dismissed because Gabriel's board of directors agreed to

appoint an independent director to investigate the lawsuit's allegations of misconduct by the company's management,

During a court hearing last week, an attorney for the sharcholders also said the company 1s negotiatng with Qualcomm, a large
wireless communications company. for a settlement that could make shareholders' stock more valuable than its current selling

price.

Among the arly investors was Louis Rotella III and other members of the famuly that has operated a well-known Omaha bakery

since 1921,

Rotella said he increased his investment in Gabriel partly because Nebraska Attorney General Jon Bruning vouched for the

company and for Feillmeier. Court documents indicate the Rotellas own several hundred thousand shares.
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Fegen Disclosures from 3/31/07 Qtrly Rept
NOTE 10 - COMMON STOCK AND WARRANTS

Common Stock

On November 23, 2005, the Company issued 1,500,000 shares of common stock valued at $0.80 per
share for a consulting services agreement with Nicholas A. Fegen dated October 8, 2005.

Since the consulting agreement was dated October 8, 2005 and stock issued on November 23, 2005,
Fegen was fully vested, and there was no measurable performance criteria, the expense of the services is
recognized in the period in the same manner as if the Company had paid cash for the services. Based on
these considerations, the Company charged 51,200,000 to operations for the year ended June 30, 2006.

The services to be provided by Fegen will not be in connection with the offer or sale of securities in a

capital-raising transaction and will not directly or indirectly promote or maintain a market for the
Company’s securities.

NACVA and the CTI’s
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IN THE DISTRICT COURT OF DOUGLAS COUNTY, NEBRASKA

GABRIEL TECHNOLOGIES CORPORATION,
a Delaware corporation, on its own behalf

and as assignee of certain claims, and
GABRIEL TECHNOLOGIES, L.L.C., a
Subsidiary limited Hability company of

Gabriel Technologies Corporation,

Plaintiffs,
V.

KEITH FEILMEIER, Individually and as former
President, Chief Operating Officer and member
Of the Board of Directors of Gabriel Techno-
logies Corporation and Manager of Gabriel
Technologies, L.L.C.; JUDY FEILMEIER,
Individually; MARK CASTEEL, Individually;
DAWN WHITTLE and ELANNA WHITTLE-
DAGGERT, Co-Personal Representatives of
The Estate of Rick Whittle, Deceased:;
JENNIFER INSERRA, Individually; RANDY
INSERRA, Individually; NICHOLAS FEGEN,
Individually; FRK, L.L.C., a Nebraska limited
Liabllity company; CBIZ TAX ADVISORY
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9. Defendant Nicholas Fegen (“Fegen”) is, upon information and belief, a
resident of the state of lowa, and was, at all material times herein, a personal and

business acquaintance of Feilmeier.

49. Keith Feilmeier reduced the strike price on one million of the warrants lo
$2.50 for Nick Fegen for an unsecured subscription receivable of $2.5 million. Fegen
obtained 750,000 shares when the market price was $4.30 per share. Fegen paid GT
Corp. slightly over $1 million for the shares even though he liquidated these Free
Trading Shares for nearly $4 million. Feilmeier additionally issued Fegen 2.5 million
Restricted Shares for no known consideration to the company. Fegen was separately
compensated under a certain consulting agreement issued by GT Corp. Upon
information and belief, Fegen, subsequent to issuance, and without authority from GT
Corp., removed the restricted legend on one million of the Restricted Shares and sold
them to investors located by Pali Capital, Inc. for $1 million as Free Trading Shares. At
that time, upon information and belief, Matt Gohd was serving as an employee and

executive with Pali Capital and was involved in the placement of these shares. Pali

Capital was paid $100,000.00 in fees for this placement.

NACVA and the CTI’s
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50. Although Fegen entered into a consulting agreement with GT Corp.,
Fegen took on the role of security sales agent in violation of a ban by the NASD
prohibiting him from any investment in selling securities. Upon information and belief,
GT Corp. paid Fegen hundreds of thousands of dollars and issued stock to sell
securiies. Some of these large sales commissions were then accounted for with
entries against paid-in-capital and not as expenses which distorted the income

74. In raising funds during this period, the BOara ang Gmum umicod e
services of Nick Fegen as a sales agent under the guise of a business “consulting”
agreement, even though they had knowledge he had been convicted of securities fraud,
lost his securities license to sell shares, and was currently under federal indictment for

additional acts of securities fraud, for which he is currently serving prison time. Under

the supervision of the Board, Fegen's commissions were continually disguised so as (o

make it appear he was not operating in that context.

NACVA and the CTI’s
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78.  Between March of 2006 through May of 2009, the Board issued .3% of an
IP interest to Matthew Gohd, and a 1% IP interest to Kelly Fegen, wife of Nicholas
Fegen, on terms much more favorable and lacking in adequate consideration for GT

Corp. which was disproportionate to inveslors or lenders making loans or investments

at or about the same time.

NACVA and the CTI’s
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QUESTIONS-WRAP UP PUB RECORDS SEARCHES

» Have you successfully used public records searches before in
forensic engagements?

» Can you see how these efforts can enhance your case work? Ideas &
examples?

» As you comb through the records, the court filings, the documents,
where is your focus?

» Timing-wise, when might you perform the searches within your work
program/scope? Opportunities to circle back later in the
engagement?

» To the extent your practice includes advising on M and A
transactions, be sure to offer up your due diligence assistance-
Including & especially pub records search/compilation help.

=3 NACVA and the CTI’s
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REMEMBER.......ccco

» It's all about:
* |Individual & entity name compilation
* Related party identification
= Constructing relationship structures & diagrams

S, @ NACVA and the CTIs
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OVERVIEW OF OUTLOOK EMAIL INVESTIGATION

» MUST be sensitive to protocol and controls for securing and not
tainting/tampering with original Outlook data files.

> Immediately in engagement, secure .pst file back-ups of all Outlook
account files/folders for primary persons of interest.

» Keep in close contact with retained counsel to ensure proper
evidence handling.

» Back-up the “back-up files” and work with these files to perform your
analysis.

S, @ NACVA and the CTIs
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HOW TO ANALYZE & INVESTIGATE ELECTRONIC COMMUNICATIONS

> YOU must be:

= Extremely patient

» Persistent & diligent
* Focused

= Alert

= Extremely creative

NACVA and the CTI’s

2 0 I 6 An n u aI co n s u Itan ts’ co n fe re n Ce © 2016 National Association of Certified Valuators and Analysts™ (NACVA®). All rights reserved. 60




HOW TO ANALYZE & INVESTIGATE ELECTRONIC COMMUNICATIONS

> YOou must have:

= Avery strong stomach
= A willingness to become consumed with the exercise
= Time. Lots and lots of time

» Rigid discipline in compiling & summarizing your
findings

S, @ NACVA and the CTIs
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HOW TO ANALYZE & INVESTIGATE ELECTRONIC COMMUNICATIONS

» Techniques:
« Key word searches using Outlook.

« Hold off on your email analysis until you have compiled
other evidence.

* Initial pub records search results should have been
compiled & summarized before starting the email
review-need names.

* Initial other forensic activities should be a prerequisite,
too. Will provide names, dates, transactions to search
off of and around.

=3 NACVA and the CTI’s
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HOW TO ANALYZE & INVESTIGATE ELECTRONIC COMMUNICATIONS

> Be alert to:

= Attached documents-if of value must maintain trail of
email & document.

= 99.5% plus of what you will see will be mundane, routine
and of little to no value.

= But, there likely will be gold buried in their somewhere.

= Lots of folks are lazy/sloppy with subject headings-
missing, unrelated to the topic being discussed,
running/endless chains.

=3 NACVA and the CTI’s
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OUTLOOK SEARCH CONSIDERATIONS

» Remain disciplined, diligent in your compilation & summarization.

» Must keep an eye peeled to retained counsel’s needs for very
efficient trails from your report summaries and visuals, through the
body of the report and into the evidence binders themselves.

» Findings must be compiled & summarized using large 3-ring binders-
tabbed, cross-referenced, indexed and easy to navigate.

» Build/maintain a running log of email evidence findings; date(s),
sender/recipients, subject discussed.

£ NACVA and the CTIs
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Open Calendar
Open a calendar file in Outlook (.ics, .vcs).

Open Outlook Data File
Open an Outlook data file (.pst).

Import
Import files, settings, and RSS Feeds into Outlook.
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Create an Outlook Data File (.pst) to save your information

When you run Microsoft Outlook for the first time, the necessary data files are
created automatically. However, sometimes you'll create additional data files. For
example, archived items can be saved in another Outlook Data File (.pst). You might
also keep different projects in their own Outlook Data File (.pst).

About Outlook Data Files (.pst and .ost)

Outlook Data Files (.pst and .ost) created by using Microsoft Outlook 2010 are saved
on your computer in the Documents\Outlook Files folder. If you are running
Windows XP, these files are created in the My Documents\Outlook Files folder.

Create an Outlook Data File (.pst)

1. On the Home tab, in the New group, click New Items, point to More Items,
and then click Outlook Data File.

2. In the Create or Open Outlook Data File dialog box, in the File name box, type
the name as you want it to appear in the Outlook Navigation Pane, and then
click OK.

NACVA and the CTI’s
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Case 3:08-cv-01992-AJB-MDD Document 105-3 Filed 08/23/10 Page 2 of 77

Moe Shanlez

From: John Hall [jh11@sbeglobal.net)
Sent; Thursday, January 28, 2010 §:52 AM
To: Moe Shanley

Subject: RE: Fw: CEO Letter to Shareholders
Dear Mo,

[ understand your disappointment and understand why you feel this way, However, the new board inherited this
mess. They did not create it.

The Fielmeier's, Fegen's, and others who misappropriated corporate assets will be held accountable. On that you
can be assured,

Gabriel is not allowed by law to give you an interest in the outcome of the lawsuit. Your attorney's will confirm
this, but the door is open for a consulting agreement. Due to the scope of your corporate knowledge it would
seem to be one of substance requiring much of your time.

I have great respect for you Mo, not because we have met briefly, but out of admiration for your conduct while
working with Gabriel when others were concerned only about them selves.

Sincerely, JH

=5 NACVA and the CTI’s
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Case 3:08-cv-01992-AJB-MDD

. Document 105-2 Filed 08/23/10 Page 49 of 71
Re: Whittle Stock Sale - Yahoo! Mail

Page | of 1

YaHoO!L maiL
Re: Whittle Stock Sale | . Tuesday, December 1, 2009 8:24 AM

From: "Maurice Shanley” =moashaniey@ya hoo.com>
To: ™lehn H ali* <jhil@sbcglobal.net>

John, The stock sale that you are talking about with Whitile i think is related to the
transaction where Fielmeier gave Whitte shares to hold for him. Those shares were sold thru
a transaction arranged by Mark Casteel and a broker in Florida. The Florida broker kept 1/3,
Casteel got a 1/3 and Fielmeier got 1/3, oar $131,000. The Florida broker was under
survelliace of the Feds. The Feds came to Whittle and asked him how he got the stock.
Whittle came to me and told me about the deal, and said that he played dumb with the Feds,
that Fielmeier was behind the deal and used Whittie as a conduit. This is the money that
Fielmeier then loaned to Gilstrap. Gilstrap defaulted on the loan. Fielmeier then took
"'$131,000 out of Gabriels bank account and wired it to a bank to buy a house in Steam Boat
Springs, Co. He then converted his personal loan with Gilstrap to a loan between Gabriel
and Gilstrap. More money was loaned to Gilstrap, on which he defaulted. Gilstrap also had
100K GWLK Shares. | made a personal visit to collect the money from Gilstrap, he claimed
this loan had been settled with Feilmier and had been written off. Gilstrap then called
Fielmeier behind my back, Gilstrap and | nearly came to biows. Feilmeier then called me and
told me to leave the deal alone. | think Fielmeier may have gotten the 110K shares from '
Gilstrap, and a reproduction Cobra Kit car and trailer. 1 saw the car, and some paper work
assigning the car from Gilstrap to Fielmeier. '

Moe

NACVA and the CTI’s
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Case 3:08-cwv-01992-AJB- MDD Document 105-2 Filed 08/23/10 Page 59 of 71

From: John Hall [mailto:jhl1l@sbocglobal.net]
Sent: Tuesday, January 05, 2010 1{} 32 AM
To: Maurice Shanley

Subject: Re: GWILK Proposal

Thanks you sharlng Iour thoughts o . ) .
It has been a difficult timme for all who ever were 1nvolved with Gabriel. Fnr someone like yourself a lol more
difficult and a lot longer than myself who has only been disappointed at every turn since May.
Communication to the shareholders must be accurate. With all things Gabriel nothing and I repeat nothing

-

“ppears the way it scems. So it's taken time and money to sort out the truth.

Financially here's the present state of the company. It's broke and on life support, Whw? W-ﬁ;ﬂ_tq;ﬂ:u_s_un_ﬁ:r size”
_about the past management up till June this yvear;

P

1} They issued all 40m shares allowed under the corp by-laws 4

2) They issued all 20m warrants allowed under the corp by-laws

3) They issued an unknown number of SELUNs (stock eguivalency units) which carry the same valuc as Ccommon
stock. Since there is no transfer agent or register we have no idea how many of these are there.

4% In the Spring of 2008 they completed raising $§“‘?’_m from short term debt due Dec. 31 2010, T“‘:e debt is
repayable at double the funding. So the company is liable for $11.4m in 360 days.

5% The past management then distributed 30%% of the gross company's proceeds of the Qualco-nm case in the

form of [P (intelectual property) interst. 4 = "E'""
6) OF all the capital that was raised approxiamtely $400k only todate was spent on the law suit a.nl:h $1.2m o> = /:Z
corporate legal fees. E P
i s 20
When the new board took over in June the company owed over $1m of which 3700k went to M clc Carl:r.‘(, -—-}m
et

IMunck Carter newver produced the materials the board reguested so Gabriel could obtain third party financing for

the lawswit from major investment banking companies. These c.o:rnpanjcs ta.ll-cc.d to Munck Carter reg u.estl.ng_ <7
material but to no auall Unt:xpia.lnablc” arud outragcn ..,F_ i

n:
Munck Carter told us that they could only proceed unless the board dropped the. State Court action l:l-ccause 1f1-:y -
would be conflicted out. Impossible to do with what the new board knew went on in the company, least we
become accessories to the acts of the past board. [ could go on and on.
In summary, we are looking for financing, a new law finm, but with what. The cuboard is bare. The case as:
newver been developed beyond filling a complaint over something that happened 10 yvears'ago. There is no
package with the 20 most important documents and the narative that supports the case. It doesn'tlexist. So we
are undcrtaking this huge task wilh no money, limited n:sourcﬂs, and no timc due to Munck's withdrawal.

We have been turned down everywhere we go. "Why would a_nyonc invest a djmc Not even Gl_lldD wﬂl g:vc us -
money and why would he. The case will cost $10m all in, with half that to be spent the first yvear:

There arc only a few full contingiency firms that can afford to take on a case of this size and complexny The

wion't touch this case becavise we have no case. Just a lot of talk. P T e ™ [ i G YRS . ==
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-Case 3:08-cv-01992-AJB-MDD Document 105-3 Filed 08/23/10 Page 25 of 77
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May 11, 2010
File No.
: 4182-1
VIA ELECTRONIC MAIL
Maurice Shanley
“moeshanley@yahoo.com

Re: Email Correspondence dated April 26, 2010

Dear Mr. Shanley:

As you know, this Firm represents Gabriel Technologies Corporation ("Gabriel") in various
corporate matters. We are in receipt of your email to John Hall dated April 26, 2010.

First, I have instructed all Gabriel Management and Directors to not have any contact with you in
any manner, and if they receive any farther contact from you, they are to not open your emails and .
forward them to me. If you telephone Gabriel Management and/or Directors, they have been instructed by -
me to advise you they cannot have further contact with you and will hang-up the phone. As of the date
hereof, all further communications from you or your representatives are to be directed only to me.
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I'wo Accused Of Looting |l owers Assets - The New York 1immes Page 1 oi

Ehe New {Jork Times
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T“u A;a:-ﬂlsed Of Looting Towers Assets

The Securities and Exchange Commission filed suit vesterday against two former executives of Qualis Care L. P., accusing them of looting the bankrapt Towers Financial Corporation,
the company whose creditors they were supposed to help.

The el lawsnt, filed m Federal District Court m Manhattan, accused John Hall of Mahba, Calif , who was chairman and general partner of Quahs Care, and an associate, Jo=!
Cinsero, with minning a complex scheme to obtain and loot the assets of Towers during its bankrptey proceedings.

The lawsuit filed yesterday also accused a third defendant, Mark Eeckeisen, of aiding in the frand. The 5.E.C. said Mr. Keckeisen had agreed to settle the civil suit without admitting or
deming the allegatons and had agreed to a permanent imunchon agamst future secunties law wiolabons.

Mr. Hall has already pleaded guilty to frve criminal counts associated with the case, including conspiracy, money laundering, fraud and covening up the embezzlement of funds. Mr.
Cimero and Mr. Feckeisen have also pleaded guilty to erimunal charges, and all three men are awaiting sentencing.

The lawsuit seeks repavment of llegal profits plus interest and unspecafied penalties.

Towers filad for Chapter 11 bankroptey protection from ereditors in 1003 after it was found that the company's former owner, Steven Hoffenberg, had used it to operate what
prosacutors say was the largest Ponzi scheme in history.

In March 1004, Mr. Hall formed Qualis as a jount venture to take over the failed Towers health care financing and bill collection busmess.

Mr. Hall's plan to take over the assets of Towers was approved by a bankruphoy trustee in 1004, oo vears after Mr. Hall reached a settlement wath securities regulators who had
accused lim of looting a small money market fund.

In 1087, he sattled accusations by bank regulators that he had abosed his position at a fadled California bank and in 1978 he was convicted of lying to obtam a government loan.

Under the plan, Mr. Hall agreed to contnbute $5 million in cash to the partnership while Towers would contribute 535 million.

Faderal authorities in the eriminal case said Mr. Hall had no intention of transferring the $5 mulhon and that he and the other defendants ereated the false appearance the
contribution had been made.

Mr. Hall and the others borrowed the $5 million from an investor for one day, the authorities maintained. The transfer of the $5 million allowed Mr. Hall to take control of Craalis,
which in tum received the $35 million from the Towers estate.

Within hours of recenving the 535 million, Mr. Hall emberrled $10 million from Qualis to repay the investor, who doubled his money, the authorities said.
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U.5. SECURITIES AND EXCHANGE COMMISSION
Litigation Release No. 15255 / February 13, 1997

SECURITIES AND EXCHANGE COMMISSION v. JOHN T. HALL, JOEL CINIERO
AND MARK KECKEISEN, 97 Civ. 0985 (WK) S.D.N.Y.

The former head of a joint venture once heralded as a source of
recovery for the victims of the Towers Financial Corporation was
charged today with defrauding the same victims. John T. Hall was
the chairman and general partnsr of Qualis Care, L.P., a jolnt
venture in the healthcare receivables business to which Towers
contributed over 537 million 1in cash and other assets. According
to the Commission, Hall and an associate, Joel Ciniero, engaged
in a complex scheme to obtain Towers assets, by assuming control
of and looting Qualis, while transferring to Qualis securities at
an inflated price and documenting phony investments. The
Commission's complaint alleges that Hall's fraud was aided and
abetted by the third defendant, Mark EKeckeisen. All three
defendants have pleaded guilty to criminal charges arising from
the Qualis fraud, and are awalting s=ntencing.
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186 FULL DISCLOSURE AND THE ACCOUNTANTS

One victim, the giant Continental Bank in Chicago, which had its own
auditor examine the Penn Square loans, was virtually nationalized by the gov-
ernment in a rescue that required the pledging of billions of dollars of govern-
ment funds. That bank was where Andrew Fastow had his start in business.
Ernst & Whinney, the auditor of the Continental Bank, was found not liable in
a jury trial brought by shareholders who claimed that the auditor failed to
warn of the bank’s problems. A class action suit was also dismissed.

The accounting failures arising before the debacles of the 1990s are too
numerous to catalog, but included the failure of Crazy Eddie, an electronics
store, after discovery of a $45 million inventory shortage of its electronic
goods. Its founder, Eddie Antar, was jailed after he was extradited from Is-
rael, where he had fled to escape prosecution. Towers Financial Corp., a debt
collection agency, turned out to be the then largest Ponzi scheme ever, with
losses to investors of $460 million. It was controlled by Steven Hoffenberg, a
former publisher of the New York Post. He was sentenced to twenty years in
prison. The company was reorganized under the new name of Qualis Care by
John Hall, who then proceeded to loot the company’s remaining assets. Hall
had previously been convicted of making false statements to the Small Busi-
ness Administration; he paid a $100,000 fine to the FDIC to settle charges
that he misused funds of the First City Bank in California; and he settled a
claim by the SEC that he had stolen $2.1 million from a money market fund.
Polly Peck International PLC was another audit failure. The company’s chief
executive officer, Asil Nadir, was accused in London of stealing $47 million
from the company. He posted bail of $5.5 million but fled to Cyprus to avoid
prosecution. Creditors received only three cents on the dollar in its bank-
ruptcy proceeding.
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Qualis's Ex-Chair Is Expected To Plead Guilty in Fraud Case

a Wall Street Journal Staff Reporter
Updated July 12, 1996 12:12 a.m. ET

NEW YORK -- The former chairman of Qualis Care, a successor to the
bankrupt Towers Financial Corp., will plead guilty Friday to at least one

charge from a federal criminal complaint filed against him in May, his
attorney said.

John T. Hall, the former chairman, previously pleaded not guilty to the five-
count complaint, which accuses him of fraudulently obtaining Towers' assets

to form Qualis Care in 1994. The complaint also alleges that Mr. Hall
embezzled at least $14 million to $16 million from Qualis Care, and that he

defrauded a small mutual fund he managed out of another $2.1 million.
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U.5. District Court
Southern District of New York (Foley Square)
CRIMINAL DOCKET FOR CASE #: 1:96-¢cr-00385-LMM-1

Case title: USA v. Hall

09/17/1997 13 | Filed JUDGMENT in a Crimmal Case. The deft. pres. w/atty Robert Wolf, Esq. The deft.
John T. Hall (1) pleaded guilty to count(s) 1,2 . 3, 4. 5. The defendant is sentenced as
provided in pages 2 through 5 of this judgment. The defendant i1s hereby committed to
the custody of the United States Bureau of Prisons to be imprisoned for a total term of 78
months. The court makes the following recommendations to the Bureau of Prisons: That
the defendant be permitted to serve sentence in the Los Angeles area and in a camp
facility. Upon release from imprisonment, the defendant shall be on supervised release
for a term of 5 years.. The defendant shall make restitution to the following payees in the
amounts listed below. Qualis Care L.P. - $750,000.00. Judgment and Commitment
1ssued to U.S. Marshal ( Signed by Judge Lawrence M. McKenna ) (ba) (Entered:
09/23/1997)
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SUMMARY EMAIL SEARCHES

> Anyone experienced using email evidence
compilation/summarization in forensic work?

» Issues, challenges in doing so?
» How to secure .pst files discretely, confidentially?

» Once again, critical to have counsel on board with the efforts
from minute one.

> Every single email, document, article, filing, court docket listing
so far in this presentation is in fact, public record.

£ NACVA and the CTIs
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Time to Put A Wrap On This
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Time to Put A Wrap On This

» The trails from source documents in the evidence binders through
the body of the report and up to summary conclusions, opinions must
be:

= (Clear and not cluttered

= Extremely easy to navigate up, down and sideways through the
other evidence.

= Readily marked via document number, section heading/tab.
= Extensively cross-referenced throughout the binders.
= Cross-referenced within the body of the report itself.

» Be highly selective and strategic with reproducing document
evidence within the body of the report itself.

> Better to use cross-referenced exhibit references within the report
body, if not your most compelling, powerful support.

=3 NACVA and the CTI’s
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A picture’s worth athousand words........

Imvestors
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A picture’s worth athousand words........

TOT MKT
SHS VALUE AVG
HOLDER ISSUED  DISPOSED PER SH
EQUITIES FIRST 2,200,000 $4,100,000 $1.86
FEGEN 2,000,000 $4,685000 $2.34
WHITTLE (FRIEND & PERS CREDITOR) 223,000 $960,000 $4.30
RANDY INSERRA-SON IN LAW 251,000 $450,000 $1.79
JEN INSERRA-DAUGHTER 340,000 $995,000 $293
GILSTRAP (FRIEND & PERS DEBTOR) 100,000 $335,000 $3.35
CASTEEL (FRIEND & CAPITAL SOURCE) 490,000  $1,565,000 $3.19
5,604,000 $13,090,000 $2.34
AVG MARKET-8/31/2004 $4.50
AVG MARKET-10/25/2005 $1.00
MARKET CAP-GT LLC OWNERS 8/31/2004 (EXCL. FEILMEIR) $33,970,500
MARKET CAP-GT LLC OWNERS 10/25/2005 (EXCL. FEILMEIR) $7,549,000
LOSS IN MKT CAP-LLC OWNERS (526,421,500)
Price (Monthly)
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A picture’s worth athousand words........
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REDEMPTION & OTHER PAYMENTS RECEIVED

$ $ $ $ $
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A picture’s worth athousand words........

Income and Expense by Month M Income
January through December 2002 ElExpecnsc
$ in 1,000's
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FebO02 Apro2 Jun02 Aug02 Oct02 DecO2

Expense Summary B Purchases - COGS %44.14

January through December 2002 i Salaries 31.44

Il Professional Fees 14.50

[ |Postage and Delivery 2.94

Il Automobile Expense 1.61

[l R ent 1.36

[[JAmortization 1.03

[Trawvel 0.70

Bl Advertising 0.59

Bl Telephone 0.39

EEOther L3

Total $926.254.16
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A picture’s worth a thousand words........

RATIO & OTHER ANALYTICS

ASREPORTED

ADJUSTED

REVENUES
SALARIES
INSIDER PMTS
SAL
MISC
PREF STOCK DISTR
TREASURY STOCK
BEG NEG RE
UNRECORDED-EST.
TOTAL INSIDER
NET LOSS
% REVENUES
CURRENT RATIO
QUICK(ACID-TEST) RATIO
INVENTORY TURNOVER
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TOT ASSET TURNOVER

LEVERAGE RATIO
TOTAL EQUITY

4-VARIABLE 7Z-FACTOR BANKRUPTICY PREDICTOR
SATE LEVEL-ABOVE

BANKRUPT BELOW

MEAN NON-BANKRUPT

MEAN BANKEUPT

BEGINNING CASH-11.13.2000

ENDING CASH-121.31.2002
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$848.034 29
$201.192 83

£502,696.79
£516,882.68

$201.192 83 $516.882.68

£00.000.00

£8.000.00

$172.500.00

$127.207.66

£100,000.00

$201,102.83 51.014.680.34

(587,650.16) ($583,661.49)

-10.3%% -116.1%:

319 0.94

2.09 0.36

247 1.70

042 42

133 1.83

031 (32.28)
$487.252.18 ($8,750.15)

4770 (23.179)

2.600 2600

1.100 1.100
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-4.060 -4.060

£047 500 8047 500

£05.938 $05.938
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And, one final public emaill.......
Olsen, Wendy (USANYS)

From: Patty Brown [pattyann27@mac.com]
Sent: Wednesday, June 10, 2009 2:51 PM
To: USANYS-MADOFF
Subject: Madoff Sentencing

Dear Judge Chin:
I am writing in hopes that my voice will be heard even though I am unable to attend Mr.
Madoff's sentencing.

My family (which includes my mother, brother and me) have lost our life savings with Mr,
Madoff. I was widowed at the age of 39 and left with 2 children to raise. I took by
husband's life insurance money and invested with Madoff Investment Securites. Now, I find
that the investments I thought I owned and would carry me through my retirement
years were non-existent, I am 61 years old and not yet collecting
Social Security so I am presently trying to find employment. The company I previously worked
for closed and moved out of town. I have not worked for a few years as I was helping my mom
and dad, who was in a nursing home, until he died.

Besides this, I have had to move my mother in with me as she lost all her money with Mr.
Madoff, too. I have had to pay for home renovations to accommodate her needs and am trying
to make ends meet.

Mr Madoff has wreaked havoc on our family. We have never lived beyond

our means and had hoped that we were secure with our investments.

Now, we have been cheated by Mr Madoff and we hope that you will sentence him accordingly for
his crimes.

Sincerely,

Patricia Brown
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