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1| ELAINE M. CACHERIS, Cal. Bar # 101605
SANDRA J. HARRIS, Cal. Bar # 134153

2| AIMEE DOMINGUEZ-SILVERS, Cal. Bar # 145106
JAMES H. DAVIS, Cal. Bar # 175729

4t Attorneys for Plaintiff

Securities and Exchange Commission
515670 Wilshire Boulevard, 1llth Floor
Los Angeles, California 90036-3648
6 (213) 965-3998

7

8 UNITED STATES DISTRICT COURT

9 SOUTHERN DISTRICT OF CALIFORNIA
10

11| SECURITIES AND EXCHANGE COMMISSION | Case No. 'Qf cV 1072J/ RBB
12 Plaintiff, COMPLAINT

13 vs.

14{ GLOBAL TIMBER CORPORATION;
STEPHEN J. SAND; JOSE F. GARCIA;

154 JONATHON BENTLEY-STEVENS; DAVID A.
KIRK; AND PAMELA J. VEGA,

16
Defendants.
17
18
19 Plaintiff Securities and Exchange Commission
20 {("Commission"), alleges:
21 JURISDICTION
22 1. This Court has jurisdiction over this action pursuant

23| to Sections 21(d) (3) (A}, 21{e) and 27 of the Securities Exchange Act
24[ of 1934 ("Exchange Act") [15 U.S.C. 8§§ 78u(d) (3) (a), 78ule) & 78aa].
25| Defendants Global Timber Corporation ("Global Timber"), Stephen J.
26l Sand ("Sand"), Jose F. Garcia ("Garcia"), Jonathon Bentley-Stevens
274 ("Stevens¥), David A. Kirk ("Kirk"), and Pamela J. Vega ("Vega")

28| (collectively referred to as "Defendants") have directly or
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indirectly made use of the means or instrumentalities of interstate
commerce and/or of the mails in connection with the securities
transactions described in this Complaint.

SUMMARY OF THE CASE

2. This action concerns material misrepresentations
regarding Global Timber's financial condition made in connection
with the registration and sale of Global Timber shares.
Specifically, Global Timber, Sand, Garcia and Stevens misrepresented
that Global Timber had the right to harvest certain timber located
in the Philippines. This purported right to harvest timber
represented 99.99% of Global Timber's total assets. In fackt, Global
Timber had no right to harvest this timber. As a result of this
misrepresentation, Global Timber, Sand, Garcia and Stevens grossly
overstated Global Timber's financial condition in certain documents
filed with the Commission and disseminated in the securities market.

3. Global Timber, Vega and Kirk made additional material
misrepresentations in connection with the purchase or sale of Global
Timber shares. Specifically, Global Timber, Vega and Kirk falsely
stated that Vega was a certified public accountant ("CPA") and that
she had conducted a valuation of Global Timber's purported timber
right in accordance with Generally Accepted Auditing Standards
("GAAS") .

4. The Commission requests that this Court permanently
enjoin Defendants from any future viclations of Section 10(b) of the
Exchange Act and Rule 10b-5 thereunder and impose a civil penalty

against Sand, Garcia, Stevens, Kirk and Vega.

* *

* %
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THE DEFENDANTS

5. Global Timber Corporation is a Nevada Corporaticn

originally incorporated in 1990 under the name Jo-Lee Corporation.
In November 1995, Jo-Lee Corporation changed its name to Global
Timber Corporation. Global Timber maintains its headquarters in La
Jolla, California. It is a public company that purports to harvest
and sell lumber in the Philippines. Global Timber's stock currently
gquotes on the Over-The-Counter ("OTC") Bulletin Board under the
symbol "GTBR."

6. Jose F. Garcia resides in Las Vegas, Nevada. From

November 1995 to the present, Garcia has been chairman of the board
of directors of Global Timber. Garcia was President of Global
Timber from November 19585 to January 1996.

7. Stephen J. Sand resides in Las Vegas, Nevada. Sand

was President of Global Timber from January 1996 to May 1996.

8. Jonathon Bentley-Stevens is an Australian citizen who
resides in Butuan City, Philippines. Stevens has served as a member
of Global Timber's board of directors since November 1995 and as
Vice-President of Global Timber since May 1996. During all times
relevant to this action, Stevens was the President and Chairman of
Bentley House International Corporation ("Bentley House"}).

g. David A. Kirk resides in lLa Jolla, California. Xirk

has served as a member of Global Timber's board of directors since
November 1995 and as the President of Global Timber since May 1996.
During all times relevant to this action, Kirk was an officer and
director of Bentley House.

10. Pamela J. Vega resides in Las Vegas, Nevada. From

October 1995 to September 1996, Vega was retained by Global Timber
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as itg CPA. Vega was fired by Global Timber in September 1996 for
falsely representing to Global Timber that she was a CPA.

RELATED ENTITIES

11. Banwa-on Multi-Purpose Cooperative ("Banwa-on") is a

group of indigenous people who have lived as an organized community

on communally bounded and defined territory in the Philippines {(the

"Banwa-on Reservation"). A significant amount of timber is located

on the Banwa-on Reservation. At no time relevant to this action did
the Banwa-on have the right to harvest the timber located on the

Banwa-on Reservation.

12. Bentley House International Corporagion is a Hong
Kong corporation with its principal place of business in La Jolla,
California. In September 1994, Bentley House entered into an
agreement with the Banwa-on entitled "Deed of Assignment of Rights"
(the "Bentley House Asgignment")}. Pursuant to the terms of the
Bentley House Assignment, the Banwa-on purportedly assigned to
Bentley House the Banwa-on's purported right to harvest the timber
located on the Banwa-on Reservation. In or about November 1995,
Bentley House allegedly assigned its purported right to harvest the
timber located on the Banwa-on Reservation to Global Timber {the
"Global Timber Assignment"). In May 1996, the Banwa-on revoked the
Bentley House Assignment on the grounds that Bentley House had
improperly assigned the timber right in question to Glocbal Timber.

GENERAL ALLEGATIONS

I. THE PHILIPPINE GOVERNMENT MUST APPROVE ALL
HARVESTING OF TIMBER LOCATED IN THE PHILIPPINES
13. The Philippine Constitution provides that the

exploration, development and utilization of natural resources
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located in the Philippines shall be under the full control and
supervision of the Philippine government. Philippine law reserves
the right for Philippine individuals and corporations to utilize
natural resources such as timber.

14. During all times relevant to this action, the
Philippine Department of Environment and Natural Resources ("DENR")
was, and is, the primary government agency responsible for the
sustainable development of the country's natural resources and
ecosystems, including timber.

15. The DENR's powers and responsibilities include the
issuance of permits, licenses and other legal instruments to
individuals or entities for the harvesting of timber. No individual
or entity may harvest timber in the Philippines without the DENR's
approval. No assignment of the right to harvest timber is valid
unless it is approved by the DENR.

16. Although the Banwa-on Reservation came into existence
by Presidential Proclamation in May 1986, that land is considered
part of the public domain. The Banwa-on Reservation falls within
the jurisdiction of the DENR. Before the Banwa-on may harvest any
timber located on its reservation, the Banwa-on must obtain from the
DENR permigsion for such harvesting.

17. In December 1986, the Banwa-on received the necessary
approval from the DENR to harvest the timber located on the Banwa-on
Reservation.

18. The DENR's approval to harvest the timber was to
expire on or about January 31, 1991. On or about March 16, 1989,

before the approval expired, the DENR suspended the Banwa-on's

* &
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license to harvest timber for the Banwa-on's viclation of the forest
laws, rules and regulations.

19. The DENR denied the Banwa-on's appedals for license
renewal on or about June 13, 1989 and March 22, 1993. At all times
relevant to this action, the Banwa-on did not have the right to
harvest the timber located on the Banwa-on Reservation.

20. The DENR did not approve the Bentley House Assignment
or the Global Timber Assignment.

II. MISREPRESENTATIONS MADE IN CONNECTION WITH THE
PURCHASE OR SALE OF GLOBAL TIMBER SHARES
A, The Formation And Operation Of Global Timbexr

21, In September 1995, Stevens and Kirk, acting on behalf
of the Bentley House, pursued the possibilities of obtaining
financing for costs associated with harvesting the timber located on
the Banwa-on Regervation. Stevens and Kirk engaged the services of
an investment banker in the United States to assist them in their
efforts.

22. The investment banker introduced Stevens and Kirk to
officers and directors of Jo-Lee Corporation {("Jo-Lee").

23. Jo-Lee was a shell company listed on the OTC Bulletin
Board, but was not actively engaged in business. During this time
period, Garcia was the President of Jo-Lee.

24, TIn October 13995, Stevens and Kirk, on behalf of
Bentley House, entered into negotiations with Jo-Lee to possibly
merge Bentley House's purported right to harvest with the financing
capabilities of Jo-Lee.

25. In October 1995, Jo-Lee hired Vega to conduct a

valuation of Bentley House's purported right to harvest the timber




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Case 3:98-cv-010'MS -NLS Document 1 Filed (‘8/98 Page 8 of 13

located on the Banwa-on Regervation (the "Valuation"). At this
time, Vega falsely stated to Jo-Lee that she was a CPA and that she
would complete the Valuation in accordance with GBAAS.

26. In November 1995, Vega prepared the Valuation for
inclusion in Global Timber's financial statements, wherein she
stated that she was a CPA and that she had prepared that valuation
in accordance with GAAS. Both statements were false. In the
Valuation, Vega valued Bentley House's purported right to harvest
timber in the sum of approximately $260 million.

27. On or about November 10, 1995, Bentley House and Jo-
Lee entered into a merger agreement (the "Merger Agreement").
Pursuant to the terms of the Merger Agreement, Bentley House
transferred tco Jo-Lee its purported right to harvest the timber
located on the Banwa-on Reservation in exchange for 3.07 million
shares of Jo-Lee stock.

28. On or about November 20, 1995, Jo-Lee changed its
name to Global Timber Corporation. At all times relevant to this
action, Global Timber's primary business purpose was to harvest the
timber located on the Banwa-on Reservation and to sell that lumber
to international furniture manufacturers and other companies.

B. Defendants Make False Statements In Connection With

The Purchase Or Sale 0f Global Timber Shares

29. In December 1995 and January 1996, Global Timber
distributed to market makers Securities Exchange Act Rule 15¢2-11
disclosure statements (respectively referred tc as the "December
1995 Disclosure Statement" and "January 1996 Disclosure Statement").
Global Timber disseminated these disclosure statements to market

makers in order to facilitate the purchase or sale of Global Timber
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shares. On both occasions, Global Timber included Vega's Valuation
in these disclosure statements with Vega's consent.

30. As of at least February 1996, Global Timber, Garcia,
Sand, Stevens and Kirk knew, or at least were reckless in not
knowing, that the Banwa-on did not have the right to harvest the
timber in question.

31. 1In March 1996, Global Timber, Garcia and Sand
contacted the Philippine law firm of Tan and Venturanza ("T&V") in
order to determine the status of the Banwa-on's right to harvest
timber and what steps were reguired in order to secure that right,
if possible.

32. In March 1996, Global Timber, Garcia and Sand filed
with the Commisgion a Form 10 Registration Statement in order to
register Global Timber's stock pursuant to Section 12({b) of the
Exchange Act (the "March 1996 Form 10"). Vega's Valuation was
included in the March 1996 Form 10 with Vega's consent. Despite the
fact that Global Timber, Garcia and Sand knew that Global Timber did
not have the right to harvest the timber located on the Banwa-on
Reservation, they misrepresented in the March 1996 Form 10 that
Global Timber had the right to harvest the timber located on the
Banwa-on Reservation.

33. In June 1996, T&V confirmed to Global Timber, Garcia
and Sand that the Banwa-on did not have DENR approval to harvest the
timber located on the Banwa-on Reservation and that the Banwa-on had
revoked the Bentley House Assignment on the grounds that Bentley
House had assigned this timber right to Global Timber without the

Banwa-on's consent.

* %




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Case 3:98-cv-0107.MS -NLS Document1l Filed 0&/98 Page 10 of 13

34. In August 1996, the Commigsion suspended the trading
of Global Timber's shares based on inaccurate and inadequate public
information about Global Timber's valuation of its timber rights.

35. In September 1896, Kirk terminated Vega after he
learned that Vega was not in fact a CPA.

36. In November 1996, Global Timber, Xirk and Stevens
distributed to market makers a third Securities Exchange Act Rule
15¢2-11 disclosure statement ("November 1996 Disclogure Statement").
Global Timber, Kirk and Stevens disseminated this disclosure
statement to market makers in order to further facilitate the
purchase or sale of Global Timber shares. 1In this November 1996
Disclosure Statement, Global Timber and Stevens falsgely stated that
Global Timber had the right to harvest the timber located on the
Banwa-on Reservation. Additionally, Kirk included Vega's Valuation
in this November 1996 Disclosure Statement knowing that Vega was not
a CPA and had not conducted the Valuation pursuant to GAAS.

CLAIM FOR RELIEF

FRAUD TN CONNECTION WITH THE

PURCHASE OR _SALE QF SECURITIES

Section 10(b)} of the Exchange Act and
Rule 10b-5 thereunder
37. Paragraphs 1 through 36 of this Complaint are
realleged and incorporated herein by reference.
38. Defendants, Global Timber, Sand, Garcia, Stevens,
Kirk and Vega, by engaging in the conduct described in Paragraphs 1
through 36 above, directly or indirectly, in connection with the

purchase or sale of securities, by the use of means or

* %
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instrumentalities of interstate commerce, or of the mails, or of a
facility of a national securities exchange, with scienter:

a. employed devices, schemes or artifices to
defraud;

b. made untrue statements of material facts or
omitted to state material facts necessary in order to make the
statements made, not misleading; or

<, engaged in acts, practices or courses of
business which operated or would operate as a fraud or deceit upon
other persons.

39. By reason of the foregoing, defendants Global Timber,
Sand, Garcia, Stevens, Kirk and Vega viclated, and unless enjoined
will continue to violate, Section 10(b}) of the Exchange Act [15
U.5.C. § 78j(b}] and Rule 10b-5 promulgated thereunder [17 C.F.R.
§ 240.10b-5].

PRAYER FOR RELIEF

WHEREFORE, the Commission respectfully requests that this
Court:
I.
Issue findings of fact and conclusions of law that Global
Timber, Sand, Garcia, Stevens, Kirk and Vega committed the
violations charged and alleged herein.
II.
Permanently enjoin Global Timber, Sand, Garcia, Stevens,
Kirk and Vega from violating Section 10{k) of the Exchange Act and

Rule 10b-5% thereunder.

* %k

%k

- 10 -
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ITI.

Enter an order imposing a civil penalty against Sand,

Garcia, Stevens, Kirk and Vega.
IV,

Retain jurisdiction of thig action in accordance with the
principles of equity and the Federal Rules of Civil Procedure in
order to implement and carry out the terms of all orders and decrees
that may be entered, or to entertain any suitable application or
motion for additional relief within the jurisdiction of this Court.

V.

Grant such other and further relief as this Court may

determine to be just and necessary.

DATED: June 1, 1998

By/ /—Jf / &-—ZR

James N. Davis
Attorney for Plaintiff
Securities and Exchange Commigsion

- 11 -
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