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)

Plaintiff SECURITIES AND EXCHANGE COMMISSION ("COMMISSION"), for its

First Amended Complaint, alleges that:






account in the name of Zone controlled} by Koontz (the “Zone account”). Instead of being
invested as represented, the funds are being misappropriated for personal use, transferred to the
various relief defendants, and paid to investors under the guise of interest payments. As in all
“Ponzi” type schemes, defendant Private Pool will collapse as the market for new investors dries
1;p and the flow of new funds ne;cessary to pay returns to earlier investors ends. If the scheme is
not stopped, further investor losses are certam

3. This action is a related case to emergency action SEC v. Richmond, et al., Civil

Action No. 98-11378-NG (D. MA) (“SEC v. Richmond”) filed on July 15, 1998. Both cases
name Koontz; Zone and Purr Trust as defendants. In addition, Michael D. Richmond
(“Richmond™), who is charged in the SEC v. Richmond action with raising $7.2 million from

investors in a fraudulent securities offerings by Royal Meridian International Bank, transferred

more than $6 million of those investor funds to Private Pool in the instant action.

4, In con.nection with this scheme, defendants Koontz, Zone, J. DeVille, M. DeVille,
Private Pool, Fulcher, Dolan, Seppanen, Lapp, and Fox (“primary defendants™), directly and
indirectly have engaged, are engaging or are about to engage in transactions, acts, practices and
courses of business which constitute violations of Section 17(a) of the Securities Act of 1933
(“Securities Act ©), as amended, [15 U. SC § 77q(a)], and Section 10(b) of the Securities
Exchange Act of 1934 (“Exchange Act”), vas amended, [15 U.S.C. § 78j(b)] and Rule 10b-5
theredndef [17 C.F.R. § 240.10b-5]; andAall of the defendants and each of them, directly or
indirectly have engaged, are engaging or are about to engage in transactions, abts, practices and
courses of business which constitute violations of Section 5(a) and (c) of the Securities Act [15

U.S.C. §§ 77¢e(a) and (c)]; and all of the defendants, except Koontz and Zone, directly or







































Richmond, Virginia. Fuicher represented that, in fourteen days, the Federal Reserve Board would

refund their money.

64.  Fulcher distributed false documents to investors and agents, including the Private

Offering Memorandum and the Mechanics SLCs. Fulcher returned the purported stamped, filed

cobies of fhe UéC-l financing sta-temé-r:ts to invest.ors under copy of a memorandum stating
“enclosed is the ‘certified true copy” of your UCC-1 Form from Barclays showing that your
collateral has been filed at the bank.” |

65.  Fulcher administered that portion of the Private Pool program which consisted of
sales agents recruited below him. He calculated the amount of commission payments due to
these agents, and he paid them a portion of the commissions he had received.

66. A number of investors and potential investors informed Fulcher that they had not

. been able to obtain information about the investment from Barclays and that regulatory agencies
had informed them that the investment likely was fraudulent.
67.  Fulcher also falsely informed the Commission staff that the funds received from

individuals he solicited were loans to Zone rather than investments in a bank debenture trading

program.
Dolan
68. Dolan, also a régistered representative at WMA, was recruited by Fulcher. Dolan
sold over $1.1 million in Private Pool interests to at least thx-'ee investors, including a police
officer’s widow who invested 5990,000; most of which were proceeds from a lump sum payout of

her déceased husband’s pension. Dolan, knowing that the investor trusted him to manage her
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75.  InlJuly 1998, Lapp solicited an 82 year old family friend by telling him that a new
“trading cycle” would begin in August 1998, that Private Pool would pool investors’ money and
make loans to different countries, thereby generating a 1% per week return.

76.  Lapp falsely informed the potential investor that he personally had been investing
in Private Pool “for ye;r-s” and that the investment was safe and secured by collateral.

77.  Lapp misrepresented to other investors that their investments would be safe
because they were secured 200% by Bar/clays. He also provided investors with the Private
Investment Memorandum and the Mechanics of SLCs.

78.  Lapp also presented investors with a document entitled “Brief Overview of the
Bank bebenture Trading Program” (“The Overview Memorandum”). This document contained a
myriad of misrepresentations including that the investments had no risk and were secured.

- \ ‘;9 i La;p fals;Iyinfc:med ;he7Commmrissivonr sta;ﬁ' tixatiPri:/at; Péolvinvrést;ner?lts wefe
- loans, and that he ha& not solicited or sold any investments.
| Seppanen

80.  Seppanen also was a registered representative at WMA. Seppanen sold at least
$437,000 worth of Private Pool investments to four investors. Seppanen provided false
documents to investors,-including the Pri\iate Investment Memorandum and the Mechanics of
SLCs document. |

81.  Seppanen falsely promised investors that they would- receive a 1% per week

return, that the profit would be generated by trading in international bank instruments, and that

the investments would be secured by the Bonds.
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82.  To conceal the fact that he was selling Private Pool, Seppanen received
commission payments made to his wife. As with Dolan, Seppanen hid the commission from his
employer because the sales were against company policy. By failing to disclose his sales of
Private Pool to WMA, Seppanen violated NASD rules.

S -- Fox

83.  Fox'sold at least $810,000 worth of Private Pool investments to six investors. Fox
made the following misrepresentations: (1) investor funds would be used to conducf a bank
debenture trading program; (ii) their funds would be secured by the Bonds; and (jii) investors
would receive a return of 1% per weék.

84.  Fox provided several false documents to investors, including the Mechanics SLCs

and The Overview Memorandum.

85.  Fox falsely informed the Commission staff that Private Pool is a joint venture
which received loans from investors. He also falsely denied providing offering materials to
investors, and knowledge of Koontz’s name.

Misa]ipropriation of Investor Funds

and Illegal Transfers to Relief Defendants | o

86. No inves_ior funds were used to purchase or sell international bank debentures, or
any other type of security. International bank débentures, as described by the defendants, do not
exist._ Instead, Koéntz used investor funds to pay returns to other investors, to pay commissions
to sales agents, and for his own personal expenses. Koontz transferred millions of dollars to

various associates.

87.  Koontz dissipated at least $9.9 million from the Zone account. Among other

things, he spent $468,000 on automobiles, including a Cadillac, and a Mercedes-Benz; over
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Issue a Final Judgment requiring each of the defendants to take such steps as are necessary to
repatriate and deposit into the registry of the Court, within five (5) days of entry of Final Judgment, any
funds and/or assets obtained directly or indirectly from U.S. investors in connection with the

defendants’ alleged activities, and that remain outside the United States as of the date of Final

Judgment.

Ordering such other and further relief as this case may require and the Court deems

appropriate.

DISTRICT ADMINISTRATOR

Linda B. Bridgman
District Trial Counsel
D.C. Bar No. 304824

Kate Poverman
Branch Chief
IL Bar No. 6194023

Kenneth Bresler
Staff Attorney
BBO No. 544416

ATTORNEYS FOR PLAINTIFF

SECURITIES AND EXCHANGE COMMISSION
73 Tremont Street, 6th Floor

Boston, Massachusetts 02108

Tel. No. (617) 424-5929 (Bridgman)

Dated: AprilZ 7, 1999
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Michael Jude Jannuzzi, Esq.
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Counsel for Thomas Dolan
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210 E. Lake Drive, Suite 200

“Cherry Hill, NJ 08002

Counsel for Defendants Lawrence E. Seppanen and Walter Lapp

VIA FEDEX

Kurt Fox

c/o Paul Fox

RR HC70, Box 83A
Moorefield, W.VA 26836

pro se

VIA FEDEX
~Purr Trust - — — — — SN R B BECHE B S B 0D i B e S B =B Tl
c/o Jeffrey A. Deville ;
125 18th Street ‘
~Belleair Beach, FL 33786

VIA FAX (813) 251-5443 & MAIL

Lawrence Scott, Esq.
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John G. Vega, Esq.

Vega, Stanley, Zelman & Hanlon, P.A.

2660 Airport Road South
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