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l 1. GENERAL ALLEGATIONS

2 1. n e defendants in this case conspired and combined with one another, and others known and

3 tmknowns to fraudulently issue, offer arld sell tmregistered sectlrities. M ore particularly, as part of a

4 continuing entemrise and scheme, the conspirators fraudulently issued, publicly offered and sold

5 hundreds of billions of unregistered shares of stock of multiple shells through the Pink Sheets (a

6 centralized quotation service that collects and publishes market maker quotes for Over--fhe-cotmter

7 or ttOTC'' secmities), and osher instnlments and charmels of interstate commerce. The corporate shells

8 used at least nine separate shells as vehicles for this enterprise including: Pirmacle Business

9 Management, lnc. (''PCBM '').,C Diamondss lnc. (''CMKM''); St. GeorgeMetals, lnc. (''SGGM'')',

10 U.S. CanadianMinerals (''UCAD'')', BioTechMedics, Inc. (''BMCS''),' Global DiamondExchange, Inc.

11 (''GBDX''); Equitable Miningcorporation (''EQBM'')', OMDA 0il and Gas,lnc. (''OOAG'')', andGrand

12 Entertainment and Music, Inc (''GMSC''). The conspirators and their confederates cause'd these and

l 3 other corporate shells tcl issue htmdreds of billions of unregistered shares of stock to the defendants and

14 their nominees, associates, alter-egos and straw-purchasers.

15 2. Registration is a prerequisite to the public sale or transfer of stock and other securities under

16 the Securities Act of 1933 (idsectlrities Act'') and the Securities Exchange Act of 1934 (GtExchange

17 Act'') unless the securities fall within a specitied exemption. Congress enacted the Securities Act

l .9 (codified in Title 1 5, United States Code, Section 77a et seq.) and the Exchange Act (codified in Title

19 1 5, United States Code, Section 78a et seq.) in the wake of the stock market crash of 1929. The

2 0 Securities Act was designed to provide investors with f'ull disclosure of material information concerning

2 1 public offerings of securities in interstate commerce, and Section 5 of that Act generally prohibits the

2 2 sale or delivery of um egistered securities through the mails or other instrumentalities of interstate

(2 3 commerce. Section 12 of the Exchange Act mandates a similar registration regimen with regard to
 2 4 securities traded on national securities exchanges, and generally prohibits trade in tmregistered
 .
! 2 5 secttrities. ln the Exchange Act, Congress additionally authorized the creation of the Seourities and

2 6 Exchange Commission, movided the sîatutol'y framework for regulation of transactions in securities

1
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l exchanges and over-the-celmter markets, arld periodic reporting requirements for issuers oî registered

2 securities. Read together, the 1933 and 1934 Acts evince a com prehensive plan to protect the investing '
I

3 public from the trading of stock that has been privately issued to corporate underwriters, insiders and i
!
1'' 4 aftiliates without public disclosure of material information required in registration statementsl and ;
1.

5 periodic reports.

6 3. W hile corporations are not prohibited from issuing unregistered stock, stock certificates for

7 unregistered shares are generallyrequired to bear restrictive legends. A restrictive legend is a statement

8 placed upon a stock certitkate disclosing, among otherthings, thatthose shares have not beenregistered j

9 with the Securities and Exchange Commission and cannot be publicly sold or transferred absent !

10 registration or the existence of a valid exemption from registration. The absence of a restrictive legend E

11 on a stock certificate implicitly represents that those shares have been registered with the Securities and

12 Exchange Cornm ission or falls within a specilic exemption, arld that tlle shares are free-trading t)r
!

i
!

14 4. Section 4 of the Securities Act delineates several exemptions to the broad proscription in I I
' 1

I
15 Section 5 barring the sale of tmregistered seourities in or through instnzments of interstate commerce.

l 6 Section 4 provides, in pertinent part, that the provisions of Sedion 5 are not applicable to te(1)

17 transactions by any person otser than an issuer, underwriter, or dealery'' nor to Gç(2) transactions by an

'' itle 15 United States Codes Section 77d. Additionally, !18 issuer not involving any public offering. T ,

l 9 Section 3(a) of the Seclzrities Act delineates several ''exempted securities'' that is, securities to which

2 0 the Securities Act does not apply; exempted securities are limited to securities guaranteed by the United

2 1 States or any State, bank notes, insurance policies and anntlity contracts, arld similar instrum ents.

2 2

2 3 l Registrati/n statements mpst set forth material facts bearing tm the security inclpding; the names of
directors, underwriters, and any persons owning (of record or beneficially) more than ten percent of (

2 4 any class of stock of the issuer; the general character of tbe business; the amount of stock issued; tbe
E

purposes for which the security to be offered is to supply ftmds and approximate amounts to be !
2 5 devoted to such pumoses; payments to promoters; the namre and extent of interest of every i

stockholder holding more than ten percent of any class of stock of the issuer; the names of counsel I
2 6 who have passed on the Iegality of the issue and a copy of any such opinions; and audited financial !

statements showing the assets Iiabilities, income and expenscs of the issuer. ;

2
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l Section 3(b) authorizes the Securities and Exchange Commission to prescribe additional exemption if

2 it finds that the enforcement of this the Sectuities Act wit.h respect to such securities is not necessary

3 in the public interest or for the protection of investors by reason of the small amount involved or the

4 limited character of the public offering. The Se-curities and Exchange Commission has promulgated

5 rules and regulations to implement these stattztory exemptions. ln the cotzrse of the conspiracy, the

6 defendants and their associates fraudulently invoked Rule 144 and Regulation D as part of their scheme

7 to issue, offer and sell tmregistered securities.

8 (a) Rule 144(kJ:

9 (l) The exempticm in Section 441) is expressly (albeit, inversely) not available to s'arl

10 issuer, undenvriter, or dealer.'' An ttissuer'' is detined in Section 2(a)(1 1) to include çdarly !

11 person directly or indirectly controlling or controlled bythe issuer, or anyperson under direct

12 or indirect com mon control with the issuer.'' An çttmdenvriter'' is defined in the sam e statute

13 to include, in pertinent part, ttany person who has purchased from an issuer with a view to

14 . . . the distribution of any sectlrity.'' The Securities Act does not, however, provide specitic

15 criteria for determining when a person purchases seourities Glwith a view to , . . the

16 distribution'' of these securities.

17 (ff) ln 1972, the Securities and Exchange Commission promulgated Rule 144 to provide

18 clear lines of demarcation; captioned Elpersons DeemedNotto Be Engaged in a Distribution

19 and Therefor Not Underwritersy'' Rule 144 provides guidelines for determining whether the

' 2 O Section 441) exemption is available forthe resale of securities. The PreliminaryNote to Rule i
J

2 l 1 44 describes the rule's underpirmings and purposes: ' I

2 2 Certain basic principles are essential to an understanding of the
registration requirements in the Securities Act of 1 933 tthe Act or the

23 Securities Act) arld the purposes underlying Rule 144:

24 1. Ifany person sells a non-exempt security to any other person, the
sale must be registered unless an exemption oarl be found for the

2 5 transaction.

2 6

3

!
!

1 r
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2. Section 441) of the Securities Act provides one such exemption
for a transaction ç'by a person other than an issuer, underwriter, or

'' n  refore, an tmderstanding of the term çttinderwriter'' isdealer. e
importmzt in determining whether or not the Section 4(1) exemption
from registration is available for the sale of the securities.

The term çiunderwriter'' is broadly defined in Section 2(a)(l 1) of the
Sectuities Act to mean any person who has purchmsed from an issuer
with a view to, or offers or sells for an issuer in colmection with the
distribution of any securi'ty, or participates, or has a direct or indlrect
participation in any such tmdertaking, or participates or has a
participation in the direct or indirect undenvriting of any such
tmdertaking. The inte/retation of this detinition traditionally has
focused on tlze words ççm th a view to'' in the plzrase Rpurchased from
an issuer with a view to . . . distribution.'' An investment banking
firm which arranges with an issuer for the public sale of its securities
is clem'ly an ttunderwriter'' tmder that section. However, individual
investors who are notprofessionals inthe securities business also may
be Gttmderwriters'' if they act as links in a chain of transactions
through which securities move from an issuer to the public.

Since it is difficult to mscertain the mental state of the plzrchaser at the
time of an acquisition of secm ities, prior to and since the adoption of
Rule 144, subsequent acts and circumstances have been considered to
determine whether tlle purchaser took the securities 'Cwith a view to
distribution'' at the tim e of the acquisition. Emphasis has been placed
on factors such as the length of time the person held the securities and
whether there has been art unforeseeable change in circumstances of
the holder. Experience has shown, howeve'r, that reliance upon such
factors alone has led to tmcertainty in the application of the
registration provisions of the Act.

The Commission adopted Rule 144 to establish specitk criteria for
detennining whether a person is not engaged in a distribution. Rule
144 creates a safe harbor from the Section 2(a)(1 1) detinition of
tiundenvriter.'R A person satisfying the applicable conditions of the
Rule 144 safe harbor is deemed not to be engaged in a distribution of
the securities and therefore not an tmdenvriter of the securities for
purposes of Section 2(a)(1 1). Therefore, such aperson is deemed not
to be an undenvriter when determining whether a sale is eligible for
the Section 4(1) exemption for çttransactions by any person other than
an issuer, underwriter, or dealer.''

17 C.F.R. j 230. 144, Preliminary Note (Feb. 15, 2008).

(iil'j Under Rule 144, a holder of a secmity who is not affiliated with the issuer may be

deemed not to be an ldunderwriter'' if the non-aftiliate seller has held the securities for a

specitied period and satisties other criteria. W hile the Securities and Exchange Commission

4
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l has revised Rule 144 several times since its inceptionsz the two-year holding peried

2 prescribed by the version spanning the period from 1997 to 2008 wms fraudulently invoked

3 by the conspirators to issue billions of unregistered shares of stock during that period. Rule

4 144(k) at that time provided thxt non-affiliates who held unregistered securities for at lemst

5 two years were deemed not to be tmderm iters and were therefore eligible to sell such

6 securities under the exemption of Section 4(1). More particularly, the conspirators

7 gaudulently invoked the provisions of Rule 144(k) to issue billions of unregistered shares

8 of stock of several corporate sbells (e.g., CMKM Diamond, St. George Metals, etc.) to

9 themselves and their associates, nominees, alter-egos and straw-purchasers under the

10 pretense and fiction that these individuals and entities had ptlrchased, earned or otherwise

11 acquired an ownership interest in those shares at least two (2) years earlier.

12 (b) Rezulation D:

13 (0 ln 1982, the Secttrities arld Exchange Commission promulgated Regulation D, 17

14 C.F.R. 5 230.501 et seq., pursuant to the authority delegated to it in Section 3(b), and to

15 delineate the botmdaries of the private-offering exemption of Section 442). Entitled GtRules

16 Governing the Limited Offer and Sale of Seclzrities W ithout Registration Under the

17 Securities Act of 1933,'' Rules 5O4 and 505 set forth small-issue exemptions pursuant to

18 section 3(b) for public offerings of limited monetary value. Under Rule 504, issuers may

19 offer new ly issued securities of an aggregate price not to exceed one m illion dollars

2 0 ($ l ,000,000). However, this exemption is expressly not available to &ta development stage

2 1 company that eitherhas no specific business plan orpurpose orhas indicated that its business

2 2

2 3 2 Prior to 1997, persons who were not affiliates of the issuer could resell restricted securities without
limitation after holding the securities for three years. The Cornmission revised Rule 144 1111997

2 4 shortening the three-year holding period to two yeal's. Rule l 44 was revised again effective Febrtlary
1 5, 2008 reducingtbe prescribe holdingperiodto six months forrestricted securities of issuers subject

2 5 to the reporting requirements of the Securities Exchange Act of 1934 and one year for securities of
issuers that are not subject to those reporting requirements, 17 C.F.R. jj 230. 144(b)( 1 ) and

2 6 230. 144(d)( 1). By its express tenns: the current version of Rule 144 is not available to co orate
shells wlth no or neminal omratitms and no or nominal non-cash assets. 17 C.F.R. j 230. 14448.

5
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1 plan is to engage in a merger or acquisition.'' 17 C.F.R. j 230.504(a)(3). Under Rule 505,

2 issuers may offer and sell securities of an aggregate value of up to live million ($5,000,000)

3 to accredited investors3 and no more than thirty-live (35) other purchasers (provided that the

4 issuer furnish information regarding the issuer, its business and the securities being offered

5 to non-accredited purchasers prior to the sale). Rule 506 permits limited offers and sales

6 without regard to the monetary value of the securities to accredited investors and no more

l7 
than thirtpfive (35) other knowledgeable and experienced investors pursuant to the

8 exemption for private-offerings set fort,h in Section 442)

9 (fI) The exemptions contained in Regulation D do not exempt securities from registration,

10 ' but rather exempt or allow limited transactions. The Preliminary Notes to Regulation D

11 emphasize: çt-fhese rules are available only to the issuer of the securities and not to any

12 affiliate of that issuer nor to any other person for the resale of the issuer's securities. The

:1.3 rules provide an exemption only for the transactions in which the sectlr' ities are offered or

14 sold by the issuer, not for the securities them selves. . . .'' Regulation D accordingly imposes

15 stringent lim itations on tlle resale of shares previously issued lmder this exemption'.

l 6 Except as provided in j 230.50409(1) (excluding offers and sales of
seclmties not exceeding $ 1,000,000 in aggregate which are in

17 comgliance with equivalent state registrationrequirements), securities
acqulred in a transaction under Regulation D shall have the status of

18 secmities acquired in a transaction under section 4(2) of the Act mzd
cannot be resold without registration under the Act or an exemption ' -

l 9

2 0 3 An Staccredited investor'' is detined in Section 2(a)(15) of the Securities Act to mean (i) banks,
insurance companies, institutional investors or $$(ii) any person who on the basis of such factors as

2 l tinancial sophistication, net woflh, knowledge, and experience in iinancial matlers, or amounts of
assets under management qualises under nlles and regulations which the Commission shall

2 2 prescribe.'' Rule 501 of Regulation D dcfines an tiaccredited investor'' to include banks, insurance
companies, registered invesknent companies business development companies, small business

2 3 investment companies, employee benefitplans (if abank, insurance company, or registered investment
' adviser makes the investment decisions or if the plan has total assets in excess of $5 million), trusts

2 4 p'it.h total assets in excess of $5,000,000 (if the trust is no! formed for the puqmse ot acquiring tbe
securities and the trust is directed by a sophisticated person), and any natural person ttwhose

2 5 individual net worth, orjoint net worth with that persen's spouse, at the time of the purchase exceeds
$1 ,000,000 . . . (orl who had an individual income in excess of $200,000 in eacb of the two most

2 6 recentyears orjoint income withthat person's spouse in excess of $300,000 in each ofthoseyears and
has a reasonable expectation of reaching the same income Ievel in the current year.''

6
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l therefrom. The issuer shall exercise reasonable care to assure that the
purchasers of the securities are not underwriters within the m eaning

2 of section 2(1 1) of the Act . . . .

3 17 C.F.R. j 230,5O2(d). This rule oontinues that requisite care to assttre securities are not

4 issued to tmderwriters may be demonstrated, inter c//c, by tçlpllacement of a legend on the

5 certificate or other docum ent that evidences the securities stating that the sectuities have not

6 been registered under the Act and setting forth or referring to the restrictions on

7 transferability and sale of the securities.'' Ié The conspirators and tlaeir accom plices did not

8 take care to assttre that stock which they issued under color of Regulation D were not

9 distributed to tmderwriters. On the contrazy, the oonspirators knowingly issued shares and

10 stock certificates without restrictive legends to them selves and their nom inees, associates,

11 alter-egos and straw-purchasers who, as part of the conspiracy and schem e, offered, sold and

12 distributed those unregistered securities in interstqte com merce.

13 5. As part of the conspiracy and scheme, the conspirators f'raudulently invoked Rule 144(k) and

14 Regulation D to issue hundreds of billions of unregistered shares of stock without restrictive legends

15 to themselves and their nominees, associates, alter-egos and straw-purchasers. W hile the conspirators

16 claim s to these exemptions were works of fiction, even if a fadual basis for the exemptions could be

17 found, neither Rule 144 nor Regulation D extend to transactions which are part of a scheme to
!
! 18 circumvent the registration requirements. The Securities and Exchange Cornmission has made explicit
(

' 19 that ttltlhe Rule 144 safe harbor is not available to any person with respect to any transaction or series

2 0 of transactions that, although in technical compliance with Rule 144, is part of a plan or scheme to

2 1 evadethe registration requirements oftheAct.'' 17 C.F.R. j230, 144, PreliminaryNote (Feb. 15,2008),'

22 see also S.E.C. ReleaseNo. 33-5223 (Jan. 1 1, 1972) (<t1n view of the objectives andpoliciesunderlying

2 3 the Act, the rule shall not be available to any individual or entity with respect to any transaction which,E

!
! 24 although in technical complianc,e with tlw provisions of the rule, is part of a plan by such individual or

i 2 5 entity to distribute or redistribute securities to thepublic'). The Commission has likewise decreed that,
I
: 2 6 çsliln view of the objectives of these rules and the policies underlying the Act, Regulation D is not

7
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1 available to any issuer forarty transactionor chain oftransactions that, although in technical complimxe

2 with these rules, is part of a plan or schem e to evade the registration provisions of the Act. ln such

3 cases, registration tmder the Act is required.'' Regulation D, 17 C.F.R. jj 230.501-230.508,

4 Preliminary Note 6.

5 6. As a further part of the conspiracy and scheme, the conspirators and nom inees designated to

6 receive the purportedly free-trading shares of stock acted as tmdenvriters. W hile the conspirators often

7 shuftled or transferred shares mnong their multiple nom inees, hundreds of billions of shares were

8 routed--directly and indirectly- to the conspirators associates and alter-egos that offered those shares

9 to the investing public tllrough the Pink Sheets, stock brokers, and other instrum enulities of intersute

10 com m erce.

11 7. As a part of and in furtheranoe of the enterprise, the defendants and other mem bers and

12 associates of the enterprise endeavored to create a market and demand for the stock of their corporate

13 shells. The conspirators avoided filing both registration statements and periodic reports with the

14 Securities and Exchange Commission. lnthe absence ofm eaningful public disclosures,the mstounding

15 number of shares of stock offered by the enterprise precipitated a volume of trading activity that drew

16 the interest of investors. In this void, the conspirators issued false and m isleading press releases

l 7 regarding the activities, assets and value of the corporate shells. n e conspiratcrs also com pensated

 l 8 individuals (typically with shares of stock) to promote the stock of their oorporate shells in internet

19 blogs and chat-rooms. The conspirators additionally orohestrated purported acquisitions, mergers and

2 0 other deceptive transactions and manipulative practices to fuel investor interest in the corporate shells.

2 1 8. As corporate insiders, one or more of the conspirators possessed m aterial infonnation not

2 2 available to the general public regarding tht corporate shells, including tlie stahzs of their purported

2 3 businesses and the number of issued and outstanding shares. Exploiting this disparity for their personal

24 benefit, and violating the duty owed to the corporations' shareholders, the conspirators issued, offered

2 5 and sold hundreds of billions of shares of tmregistered stock to tlae investing public through the Pink

2 6 Sheets, brokerage accounts, and other instrumentalities of interstate commerce.

8
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l

l 9. Each reiteration of this scheme had a limited life span. 'f'hc corpomtions used as vehicles for

2 this scheme were (with the exception of Bio-l-ech Medics) hollow shells. n ese shells did not conduct

3 substantial business activities and produced no appreciable goods, services, or profits. Indeed, the

4 principal business activity of these shells was the issumlce of unregistered shares of stock. Despite the

5 elaborate facade constrtzcted by the enterprise, investors in tim e recognized that shares of the particular

6 corporate shell in which they had invested were of little, if any, value. Further, despite the corporate

7 shells' efforts to evade filing registration statem ents, periodic reports or other disclosures, the volume

8 of the conspirators' trading activity arld their deceptive practices drew the scrutiny of the Seclzrities and

9 Exchange Commission, After exploiting and exhausting a corporate shell, the entemrise cast it aside

10 and moved on to another. Althoua,h the enterprise occmsionally used and promoted corporate shells

11 in tandem , the enterprise also used corporate shells in series m oving in succession from one shell to

12 another.

13 10. ln this marmer, the conspirators combined to fraudulently issue, offer and sell htmdreds of

14 billions of unregistered and purpolledly free-trading shares of stock to tl'ie investing public. W hile the

15 Mock of the comorate shells typically sold for less than a penny per share, the conspirators fraudulently

16 induced thousands of investors to pttrchase hundreds of billions of unregistered shares of stock that had

17 been illicitly issued without restrictions by tâeir corporate shells. ln aggregate, the conspirators

18 defrauded investors of more than seventy million dollars through this scheme.

19 COUNT ONE
Conspiracy to Conduct or Parêicipate in an Enterprise Engaged

2 0 in a Pattern ofRacketeering v'lczfvffy in violation of18 Izu$'.f7. 1962(d)

2 1 Tbe RICO Enterprise

2 2 1. At tim es material to this indictm ent,

2 3 1. JEFFREY TURINO,
2. JOHN EDW ARDS,

24 3. URBAN CASAVANT,
4. NICKOLAJ VISSOKOVSKY, and

25 5. M ELISSA SPOONER,

2 6 defendants herein, arld others known and unknown, were members and associates of an organization

!
9
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1 fotmded on a date llnknown, but not later thanl 997, The m embers and associates of this organization

2 engaged in criminal acts including: fraud in the sale of securities', wire fraud; engaging in monetazy

3 transactions in property derived from those crimes', and latmdering of the crim inal proceeds.

4 2. The organization including its leadership, its mem bers, m'ld associates, constitutes an

5 Gtenterprise,'' as defined in Title 1 8, United States Code, Section 196 1(4), to wit: a group or tmion of

6 individuals associated in fact which was engaged in, and the activities of which affected, interstate

7 comm erce. The enterprise constituted an ongoing organization whose members and leaders functioned

8 as a coordinated and continuing unit for the cornmon purpose of achieving the objectives of the

9 enterprise.

10 Purooses of the Enterorise

11 3. The purposes of the enterprise included:

12 (a) Enriching the leaders, members, and associates of the enterprise throlzgh, among other things,

l 3 wire fraud and fraud in the sale of seclzrities;

14 (b) Promoting and perpetuating the criminal enterprise;

15 (c) Shielding their criminal activities from regulatory and law enforcement authorities by

16 tllreatening potential witnesses, and by making false and m isleading statements and material

17 omissions to the Securities and Exchange Commission',

18 (d) Shielding the proceeds of their criminal activities from regulatory and law enforcement!
!
5 19 authorities by concealing and disguising the nature, location, source ownership and control

20 of m onies and funds wrongfully obuined from  the fraudulent sale of unregistered securities.

21 The Racketeerine Consniracv

22 4. Begirming on a date unknown, but not latertharlM ay 1997, through on or about M arch 2010,

23 in the State and federal District of Nevada and elsewhere within thejurisdiction of this Court,

24 1. JEFFREY TURINO,
2. JOH N EDW ARDS,

25 3. URBAN CASAVANT,
4. NICK OLAJ VISSOKOVSKY, and

26 5. M ELISSA SPOONER,

1 0

Case 2:09-cr-00132-RLH-RJJ   Document 63    Filed 03/24/10   Page 12 of 42



' ;

1 defendants herein, being persons employed by and associated with the entemrise, which engaged in,

2 and thç activities of which affected, interstate commerce, knowingly and intentionally combined,

3 conspired, m'ld agreed with one another and others known and unknown, to violate the provisions of

4 Title 1 8, United Statrs Code, Section l 962(c), that isp to conduct and participate, directly and indire-ctly,

5 in the conduct of affairs of the entemrise through a patterrf of racketeering activity, ms that term is

6 defined in Title 18, United States Code, Sections 196141) and 1961(5), consisting of multiple acts

7 involving fraud in the sale of securities under the following provisions of federal law, that is:

8 (a) Title 15, United States Code, Sections 77g(a) and 77.1, relating the use of the mails or other

9 means and instruments of interstate com merce in connection with the offer or sale of

10 securities (l) to employ arty device, scheme, or artitic,e to defraud, (2) to obtain money or

11 property by means of any untrue statements or misleading omission of a material fact, and (3)

12 to engage in any transaction, practice, or cotlrse of business which operates or would operate

13 as a fraud or deceit upon the purchaser;

. 14 (b) Title 15, United States Code, Sections 7V(b) and 78.1 relating to the use and employ of any

15 manipulative and deceptive devices or contrivances in connection with the pttrchase or sale

16 of securities involving the instruments of interstate commerce in contravention of Rule 10b-5

17 and Rule 10b5- l of the Rules and Regulations promulgated by the United States Securities

18 and Exchmlge Commission (codified in Title 17, Code of Federal Regulations, Sections

19 240.10b-5 arld 240.10b5-1);

20 (c) Title l8) United States Code, Section 1348, relating to schemes to defraud others in

2 1 connection with securities, and to obtain money or property by means of false or fraudulent

2 2 pretenses, representations or prom ises in connection w1t.11 the sale of securities, of an issuer

2 3 registered or required to tile reports under the Securities and Exchange Act of 1934.,

2 4 and multiple acts indictable tmder the following provisions of federal law:

2 5 (d) Title 18, Upited States Code, Section 1343, relating to fraud by wire;

 26

11

1
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1 (e) Title 18, United States Code, Section 1956, relating to the laundering of monies and funds

2 derived from tlle fraudulent sale of unregistered securities and wire fraud; and

3 (9 Title 1 8, United States Code, Section 1957, relating to engaging in monetary transactions in
' ' 4 ' '- sums greater than ten thousand dollars derived from the fraudulent sale of unregistered

5 securities and wire fraud.

6 lt wms a further part of the conspiracy, each defendant agreed that a conspirator would commit at least

7 two acts of racketeering activity in the conduct of the affairs of the entemrise.

8 M anner. M eans and M ethods of the Conspir-acv

9 5. The foregoing General Allegations are re-alleged mzd incorporated by reference as though

10 fully set forth herein.

11 6. The eornerstone of the crim inal entep rise was laid by JEFFREY TURINO and JOHN

12 EDW ARDS. Beginning on a date unknown, but not later than about 1997, these founding members

13 of the entemrise combined and conspired with one another and others, known and llnknown, to

14 fraudulently issue, offer and sell stock issued by corporate shells which they and their associates

15 controlled. Overthe ensuingyears,uM Ahl CASAVANT, NICKOLAJVISSOKOVSKY, MELISSA

16 SPOONER, and others known arld tmknown, joined the conspiracy and participated in tlle criminal

17 entep rise.

18 7. As part of the conspiracy, the members and associates of the entelw ise combined arld

19 conspired to issue, or cause the issuance of, hundreds of billions of unregistered shares of stock of

2 0 several shell comorations which they controlled, specifically including, but not limited to: Pirmacle

21 Business Management, lnc. (''PCBM''); CMKM Diamondsp lnc. (''CMKM''); St. George Metals, Inc

22 (''SGGM'').; U.S. Canadian Minerals (''UCAD''); Biorfech Medics, lnc. (''BMCS''); Global Diamond

23 Exchange, Inc. (''GBDX''),' Equitable Mining Corporation (''EQBM ''); OMDA Oi1 and Gas, lnc.

24 (''OOAG''); and Grand Entertainment and Music, lnc (''GMSC'').

2 5 8. As part of the conspiracy, the defendants and other members and associates of the enterprise

2 6 endeavored to conceal their activities and practices from the Securities and Exchange Commission and

12

!
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1 the investing public. Towards this end, the conspirators fraudulently circumvented registration

2 requirem ents and did not tile registration statements witll the Securities and Exchange Com m ission for

3 the vast majority of the hundreds of billions of shares of stock which they caused to be issued by their

1- 4 corporate shells. M oreover, the conspirators and their com orate-shells also often evaded or disregarded

5 their obligations to lile quarterly and annual reports with the Securities and Exchange Cornmission.

6 In this fashion, the conspirators concealed their issuance and distribution of hundreds of billions of

7 tm registered shares of stock, their insider trading, and the com orations' purported business activities

8 (or lack thereot).

9 9. As part of the conspiracy, the majority of the hundreds of billions of mzregistered shares were

l 0 distributed in hundreds of stock certiticates without restrictive legends to the conspirators and

11 nominees, associates, alter-egos and straw-plzrchasers. By routing the unregistered shares through one

12 or more nom inees, the conspirators disguised the nature of the transactions, the aftiliations of the

13 purported purchasers, and invoked Rule l44 and Regulation D to fraudulently claim exemptions from

14 registration. ln this manner, the conspirators com bined with one another and others to offer hundreds

15 of billions of tmregistered and pup ortedly free-trading shares of their corporate shells to the investing

16 public through the Pink Sheets, brokerage firms, and other instnlments and chamlels of interstate

17 com m erce.

18 10. As apart ofthe conspiracy, having issuedbillions of shares of purportedly free-trading shares

19 to themselves andtheirnominees, the conspirators endeavoredto prom oteand sell those shares. W hile

2 0 the conspirators' extraordinary volum e of trading activity elicited investor interest, the conspirators

2 1 engaged in promotional activities. n e conspirators additionally orchestrated purported acquisitions

f 2 and other deceptive transactions and practices which fueled investor interest in the comorate shells.

2 3 Further, in the void created by the conspirators' deliberate failure to file registration statem ents,

24 periodic reports or other m eaningful disclosures, the entemrise issued false and m isleading press

2 5 relemses regarding the activities, mssets and value of the corporate shells controlled by the conspirators.

2 6 . . .

1 3

!
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l 11. As part of the conspiracy, the defendants and other m embers and associates of the enterprise

2 transmitted and caused to be transmitted certain signs, signals and sounds by means of wire, radio or

3 television communication in interstate comrnerce in the cotlrse of executing the soheme to defraud and
' 

4 to obtain money by falde and fraudulent pretënsess representations and promises. Among other things,

5 the conspirators and tbeir associates caused the transmission of com munications to be transm itted in

6 the world-wide-web; the conspirators compensated individuals (typically with shares of stock) to

7 prom ote the stock of their corporate shells in internet blogs and chat-room s. The oonspirators also used

8 the wire to cornmunicate by email, telèphone, and telecopier, with one another and others regarding the

9 execution the schem e. One or m ore of the oonspirators additionally electronically transferred, or

10 caused the transfer, of funds, routing codes, account information, and related data through the wire.

11 12. As part of the conspiracys the defendants and other mem bers and associates of the entem rise

12 fraudulently induced investors to ptzrchase hundreds of billions of unregistered shares of purported free-

13 trading stock whichthe conspirators had deceptively issue without requisite restrictions and disclosures.

14 Although these dtpermy stocks'' typically traded for less than one cent per sharep in the aggregate the

15 hundreds of billions of shares of stock that the conspirators offered and sold in the public market

16 yielded proceeds of more than seventy million dollars ($70,000,000). I

17 13. As part of the conspiracy, the defendants and other m embers and associates of the entem rise

18 transmitted and caused to be transmitted certain signs, signals and sounds by means of wire, radio or

19 television comm unication in interstale comm erce in the cotlrse of executing the schem e to defraud and

20 to obtain moneyby false and fraudulentpretenses, representations and promises. Among otherthings,

21 theconspiratorsR dtheirassociatescausM thetru sm issionofcomm x ications. Theconspirators also

2 2 used the wire to comm unicate by em ail, telephone, and telecopier, with one another and others

2 3 regarding the exeoution the schem e. One or more of the conspirators additionally electronically

24 transferred, or caused the transfer, of funds, routing codes, account inform ation, and related data

25 through the wire.

2 6 . . .

1 14
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1 14. As part of the oonspiracy, members and associates of the enterprise threatened and attempted

2 to intimidate victims and witnesses to deter them from informing the Secmities and Exchange

3 Com mission and law enforcem ent agencies of the enterprise's crim inal activities or otherwise

4 disrupting the sohem e. -' . .

5 15. Despite the conspirators efforts to pemetuate, conceal and protect their scheme, the several

6 iterations of the scheme could not be sustained indefinitely. W ith the exception of Biorfech M edics,

7 the corporations which the enterprise employed in this scheme were hollow shells which- apart from

8 the issuance of billions of shares of stock--engaged in no substantial business activities and produced

9 no appreciable goods, services, or profits. In time, jaded investors recognized that the particular
' efforts l10 corporate shell in which they had invested was unprolitable

. Further, despite the conspirators 1

11 to cloak their fraudulent scheme, the volume of their trading activity and their deceptive practices drew

12 thc scrtztiny of the Securities and Exchange Com mission. After exhausting a corporate shell, the

13 enterprise cast it aslde and moved on to another moving âom Pinnacle Business Management to

14 CM KM  Diamonds to St. George M etals to Bio-fech Medics, Inc. To Global Dim ond Exchange and

ls other shells.

16 16. As part of the conspriacy, the defendants and other members and associates of the enterprise

i
17 fraudulentlyinduced investors to purchase hundreds of billions of unregistered shares of purported free- j

I

18 trading stock whichthe conspirators had deceptively issue without requisite restrictions and disclosttres.

19 Although these ddpermy stocks'' typically traded for less than one cent per share, in the aggregate the

2 O hundreds of billions of shares of stock that tlle conspirators offered and sold in the public m arket

2 1 yielded proceeds of more than seventy million dollars ($70,000,000).

2 2 17. As part of the conspiracy, the defendants and other conspirators and participants conducted

2 3 multiple ânancial transactions, in and through federally instlred tinancial instimtions and other

2 4 interstate instrumenls and channels of commerce, involving theproceeds of the criminal enterprise and,

2 5 more particularly, thc fraudttlent sale of securities. 'rhe conspirators knew that the m oney involved in

2 6 these transactions representedthe proceeds ofthe criminal enterprise. Indeed, the conspirators engaged

l 5
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1 in certain of these financial transactions with the intent to promote the crim inal enterprise and schem e,

2 while other trartsactions were desir ed, in whole or in part, to conceal and disguise the nature, sotzrce,

3 ownership, and control of the proceeds of the criminal enterprise. The conspirators also, and

4 simultaneously, engaged in multiple monetary transactions in the oriminally derived proceeds in

5 amounts greater th=  ten thousand dollars.

6 A11 in violation of Title l 8, United States Codes Section 1962(d).

7 COUNT TW O
. Conspiracy to Sell Unregisteredsecurities, to M ake False Statements to SEC,

19 to Evade Filing Periodic Reports, and to Commit Securilies Fraud tf Insider Trading
in violation of 15 US. C. JJ 77e, 77+ 77.% 78m, 78j (Q7 78.y

9
1. Beginning on a date llnknown, but not later than 1997, and continuing to on or about October

10
2008, in the State and Federal District of Nevada and elsewhere within the jurisdiction of this Court,

l 1
1. JEFFREY TURINO,

12 2. JO HN EDW ARDS,
3. URBAN CASAVANT,

13 4. NICKOLAJ VISSOKOVSKY,
5. M ELISSA SPOONER,

14 6. HELEN BAGLEY,
7. JEFFREY M ITCHELL,

15 8. BRIAN DVOM K,
9. GINGER GUTIERQEZ, and

16 10. JAM ES K INNEY ,

l 7 the defendants herein, knowingly and willfully combined, conspired, and agreed with one another, and

18 others known and unknown to comm it offenses against the United States, that is:

19 (a) To sell unregistered securities, to wit: shares of stock and share certificates, by use of the

2 0 mails, the wires, over-the-cotmter mediums of exchange (e.g., îhe Pink Sheets), and other

2 l means and instrum ents of transportation mld com munication in interstate comm erce: in

22 violation of Title l5, United States Code, Sections 77c(a)(l) and 77.%;

2 3 (b) To cause unregistered secmities, to wit: shares of stock and share certificates, to be carried

2 4 through the m ails and by other means and instrum ents of transportation in interstate

2 5 oonunerce for the purpose of the sale and delivery after the sale of said securities, in violation

2 6 of Title 15, United States Code, Sections 77e(a)(2) and 77.x)

16
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(

'

l

I

(c) To use the mails, the wires, over-the-counter mediums of exohange (e.g., the Pink Sheets),

and other m eans and instrum ents of transportation and commtmication in interstate commerce

to offer to sell tmregistered sectuities in violation of Title 15, United States Code, Sections
!

77e(c) and 77.x,'

(d) To make false and misleading statements in tilings to the United States Securities and

Exchange Comrnission in violation of Title 15, United States Code) Section 78A a);

(e) To evade and fail to iile annualreports (on Fonn IO-KSB) and quarterly reports (on Fonn 10-
1

QSBI; w1t.1: the Securities and Exchange Commission, in violation of Title 15, United States i

Code, Sections 78rzl(a), 78/(d), and 78# and Rules 13a-1 and 13a-13 of the Rules and

Regulations promulgated by the United SGtes Securities and Exchange Commission (codified

in Title 17, Code of Federal Regulations, Section 240.13a-1 and 240.13a-13),.

(9 To directly and indirectly use the wires and means and instruments of transportation and

com munication in interstate com merce in the offer and sale of secmities, as part and in

fartherance of a device, scheme and artifice to defraud investors, to obtain money or propert.y !

by means of an untnze statem ent and misleading om issions of a m aterial fact, and to engage

in transactions, practicess and a cotlrse of business which operated as a fraud or deceit upon

the purchmser, in violation of Title 15, United States Code, Sections 77t./(a) and 77x', 1

(g) To directly and indirectly use and employ manipulative and deceptive devices and

contrivances in cormection with the sale of securities, by means and instrumentalities of

interstate commerce and the mails, in contravention of Rule 10b-5 arld Rule 10b5-1 of the

Rules and Regulations promulgated by the United States Securities mld Exchange

Commission (codified in Title 17, Code of Federal Regulations, Sections 240.10b-5 and

240b5-1), for purposes and with the intention of (8 employing such devices, schemes or

artitice to defraud, (f/) making untrue statements of a material factp and (iiij engaging in any
i

act, practice, or course of business which operates or would operate as a fraud or deceit upon '

(

I
I

17
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1 other persons in connçction with the sale of securities, in violation of Title 15, United States Code,

2 Sections 78./ arld 78//:

3 Schem e. Artifice. M anner &  M eans

4 2. The foregoing General Allegations and allegations set forth in paragraphs 6 through 17 of

5 Count One are re-alleged and incorporated by reference as though fully set forth herein.

6 Conduct and Devices in Furtherance of the Conspiracy 1
!

7 Chanter One: Pinnacle Business M anaEement. Inc.
E

8 3. Pinnacle Business Management, Inc., was incorporated inNevadaon May 9, 1997, According !
2

9 to thatcompany's subsequenttilingswiththe SecuritiesandExchange Comm ission, Pinnacle Business l

10 Management was a wholly-owned subsidim'y of 300365 BC, Ltd. tcl/b/a Peakers Resources Company,

11 a Canadian corporation that had been organized in British Collzmbia in 1986, ostensibly to conduct

12 m ining operations, but which never actively engaged in business. Although EDW ARDS was actively

13 involved with this com orate shell, TURIN0 was designated asthe Chief Executive Officer of Pinnacle

14 Business M anagement. Under TURINO'S direction, Pinnacle Business M anagem ent in M ay 1997

15 acquired all of the stook of 300365 BC, Ltdv, by exchanging shares of Pinnacle Business M anagem ent

16 for shares of 300365 BC, Ltd., on a share-for-share basis. The defunct 300365 BC, Ltd., fell by the

. 17 wayside while Pimmcle Business M anagement acquired or created a litany of other corporate shells,

18 M ost notably:

19 (a) lntheyearzooo, Pinnacle Business Management exchanged on million tive htmdred thousand

2 0 (1,500,000) shares of its common stock for a1l of the shares of MAS Acquisition XIX Corp.,

2 1 a corporate shell which hadpreviously registered securities with the Securities and Exchange
' 

22 Comm ission. Pinnaole Business M anagement's stock wms listed on the Over--fhe-counter

23 (ççOTC'') Bulletin Board for a pedod in 2000 after it acquired this public shell company arld

24 . begantiling with the Securities and Exchange Commission. Pinnacle Business M anagement

2 5 was removed from the OTC Bulletin Board in December 2000 and thereafter was listed on

2 6 the Pink Sheets under the symbol SGPCBM .''

1 8
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l (b) ln 200 1, Pinnacle Business Management acquired the assets of Lo Castro and Associates,

2 lnc. (a Pennsylvania $tS'' corporation) and Arnoni, Lo Castro and Associates (a Permsylvania

3 general partnershiph-related entities under common ownership- in exchange of eightp

4 three million three hlmdred thousand (83,300,000) shares of the Company's common stock

5 plus a prom issory note in the amount of six m illion six htmdred ninetpthree thousand four

6 hundred sixty five dollars ($6,693,465) payable in quarterly installments,

7 (c) In 2000, Pinnacle Business Management sptm-off an inactive wholly-owned subsidiary,

8 Summit Property Groups Inc. Summit Property Group had been incorporated in Nevada in

9 December 1997. ln 200 1, Pirmacle Business M anagement's shareholders received a non-cash

IQ dividend of l share of Summit Property Group for each l00 shares of Pinnacle Business

11 Management. (n is corporate shell was to feature in subsequent chapters of the enterprise's

12 story tmder the names Corbel Holdings, Inc,, and BioTech Medics, Inc.'')

13 4. Through a series of amendments to its Articles of lncorporation, Pinnacle Business

14 Management's authorized shares incremsed fromtwenty five million (25,000,000--15,000,000 common

à.6 shares and 10,000,000 preferred shares) to three hundredtiW million (350,000,000) sharesby June l3,

16 2000. On July 27, 2000, Pinnacle Business M anagement filed a Form IO-SB with the Securities and

17 Exchange Commissionto registertwohundredmillion (200,000,000) shares of common stock andone
' 

18 hundred million (100a00O,000) shares of prefen'ed stock under Section l2(b) of the Exchange Act.

19 Subsequent amendments to Pinnacle Blzsiness M anagement's Articles of lncorporation during the span

2 0 from Febrtzary 2001 throughFebruary 2003 exponentially incremsed its authorized shares to twentpfour

21 billion nine hundred million (24,900,000,000) common shares and one hlmdred million (100,000,000)

22 preferred shares. .

2 3 5. The increase in Pirmacle Business M anagement's authorized shares was a precursor to the

24 issuance of billions of shares of that corporate shell's stock. HELEN BAGLEY, as the owner of lM

2 5 Global Stock Transfer and in her prior employment wit.h a similar lirm, was one of the collusive stock

2 6 transfer agents that issued billions of shares of Pinnacle Business M anagement's stock to the

1 9
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1 conspirators and their nominees. Although Pinnacle Business M anagement failed to regularly file

2 quarterly and mMAI.IaI reports with the Securities and Exchange Commission, its final quarterly report

3 tForm 10-Q) filed on August 20, 2001, disclosed that it had six hundred thirty tive million seven

4 htmdred seven millior sixtpfour (635,707,064) shares of common stock omstanding. ln a subsequent

5 annual repol't tForm 8-K) dated August l 1, 2003, TURINO, on behalf ofthe corporation, revealed: ''n e

6 Lo Castros are in the process of returning 2,169,990,000 shares of common stock which Ieaves

7 22,309,515,0 14 issued and 25 billion authorizedv'' This belated report broke a two-year silence tand

8 was preoipitated by an investigation brought by the Securities and Exchange Commission of Pirmacle

9 Business Management). Pinnacle Business Management had failed to tile an annual report since April

l 0 l 7, 2001 , when it tiled an armual repoll fer the year ended December 3 l , 2000, or quarterly reports

11 since August 2001. During this two-year span, the conspirators had caused the corporation to issue

12 almost twenty fom billion (24,000,000,000) shares of common stock- a substantial dilution of the

13 value, if any, of Pinnacle Business Management stock. During this span the ccmspirators offered arld
1

14 sold billions of tmregistered shares of this com orate shell's stock.

15 6. TURm O, BAGLEY, EDW ARDS and others, known and tmknown, combined to issue

16 billions of shares of Pinnacle Business M anagement's stock to nominees, alter-egos and straw-

17 ptlrchasers controlled by the oonspirators, For example, the conspirators directed and caused billions

l 8 of unregistered shares of Pinnacle Business M anagement's stock to be issued to trusts and entities by

l 9 the nmne of Faza Gee Industrial, Berama Giorgio, lnc., Moncom Enterprises LTD, Jules T. Englehard,

2 0 Inc., PTI, and other of the multitude of such nominees and alyer-egos controlled by EDW ARDS.

21. EDW ARDS, in ttzm, signed multiple çdlrrevocable Stock or Bond Power Forms'' before a Medallion

2 2 Signature Guarantor and thereafter used these documentsto transferthe shares among his nominees and

2 3 ultimately to brokerage accounts which he controlled. In this marmer, EDW ARDS offered more than

24 four billion (4,000,000,0000) unregistered shares of Pinnacle Business Management stock to the

2 5 investing public.

2 6 . . .

20
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1

l 7. As a further part of the conspiracy, the conspirators endeavored to create a demand for the

2 billions of shares of Pinnacle Business M anagement stock which they had issued to themselves and

3 their nominees. TURINO and other participants in the scheme relemsed, or caused the publication of,

' ''' - 4 misleading press releases containing material misrepresentations regarding Tinnacle Business

5 M anagem ent's activities, assets, prospects and value. For example, on Februa!y 6, 2002, Pilm acle

6 Business M anagement issued a press release disclosing ttpreliminary and tmaudited'' 2001 financial

7 results for a single mp ect of its purported business operations and claiming sales of eight million nine

8 htmdred fifty-eight thousand seven hundred seventy dollars ($8,958,770) and pre-tax protits of two

9 hundred liftpthree thousand four hundred fifty-six ($253,456). This press relemse and unaudited

10 financial statem ents were m isleading; rather than turning a profit, Pinnacle Business M anagem ent was

11 unprotitable and ultim ately tmsustainable.

12 8. The fraudulent issuance of billions of shares of stock together with misleading and deceptive

13 press releases spurred demand for Pinnacle Business M anagement stock am ong the investing public.

14 TURINO, EDW ARDS and BAGLEY conspired to exploit the disparity between the publicly

i (1.5 disseminated reports and insider-inform ation regarding the nattu.e and status of the cop oration's

16 business andvalue of its stock. Disregardingthe fducio duà owedtolecop oration's shareholders,

17 TURINO, EDW ARD S M IIBAGLEY combinedto issue, offerand sell approximately fourbillionthree

18 hundred million shares (4,300,000,000) of Pilmacle Business Management stock. ln and around 2002,

19 Pinnacle Business M anagem ent's stock was am ong the m ost activelytraded Pink Sheet stockwith tens
1

20 of millions of shares typically trading in a day at arl average price of approximately $0.02 per share.

21 Sales of Pinnacle Business M anagem ent stock through EDW ARDS and his nom inees exceeded three

22 hundred ninety thousand dollars ($390,000).

23 9. Although the conspirators enriched them selves through the sale of billions of unregistered

24 shares of Pinnacle Business M anagem ent stock, the oom oration itself foundered. On August l l , 2003,

25 TURINO tiled a report with the Securities and Exchange Com mission on behalf of Pirmacle Business

2 6 M anagem ent disclosing thatthe corporationhad defaulted on its obligations and had no assets, business

21
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l or revenues. ln that repozt TURINO also azmounced his resignation from his posts as an officer and

2 director of Pirmacle Business M anagement.

3 10. Pinnacle Business M anagement's failure to tile period reports and the volume of trade in its

' n- 4 stock came to the attention of the Securities and Exchange Cemmission. On M ay 8, 2002, the

5 Securities and Exchange Commission filed a civil complaint for injtmctive and other relieve against

6 Pinnacle Business M anagem ent, TURINO, and another participant inthe tntem rise in the United Sutes

7 District Court for the Middle Distlict of Florida. W ithout admitting or denying the allegations of the

8 complaint, TURINO consented to entry of a judgment against him, On December 5, 2003, the Il
!

9 presiding judge in that case entered a judgment against 'IRJIUN0 which, among other things, barred r

10 TUIUNO from participating in any offering of penny stocks for a period of five (5) years from the date

l l the judgment was entered. That order elaborated that Gtla) penny stock is any equity sectuity that has

J. 2 a price of less than five dollars, except as provided in Rule 3a51-1 under tl)e Exchange Act.''4

13 11. On July 6, 2004, the Secmities and Exchange Commission revoked the registration of

14 Pinnacle Business M anagement's stock or, more precisely, the portion of stock that this issuer had .
(
:

15 registered. By that time, TUIUNO, EDW ARDS, BAGLEY and other conspirators had already moved k
i
i

16 on to another shell and the next chapter of this scheme. !

17 Chapter Twot CM hM Diamonds. Inc. (

18 12. Notwithstanding the penny stock ban that had been im posed on TUIUNO, and even as

19 Pinnacle Business M anagement foundered, TURINO, EDW ARDS and BAOLEY redirected their

2 0

2 1 1 Penny stocks have been characterized asstlow-priced, highly speculative stocks generally sold in the
fwer-the-counter ... market and generally not listed on an exchange.'' Koch v. S.E. C., 1 77 F.3d 784

2 2 785 n. l (9th Cir.l 999) (citation omitted); see generally Stephen Choi, Regulating Investors Not
lssuers: A Market Based Proposal, 88 Cal. L.ReV. 279, 307 (2000) tt<gplenny stocks generally include

2 3 stocks lhat lrade on the Ovcr the Counter (OTC) markel as opposed to NASDAQ or one of !he
securities exchanges, and whose trading price is relatively low, below $5 per share''). The House

2 4 Report on the Penny Stock Reform Act of l 990 found that ttlblecause it is wrapped in secrecy and
operates in relative obscurity the penny stock market Iends itself to manipulation far more emsily than

2 5 a market where information is readily available and circulated to investors.'' H.R.ReP. No. l 01-6 17
(1990), reprinted in 1990 U.S.C.C.A.N. 1408, 1422. A stock m;y be deemed a penny stock under

2 6 Rule 3a51 -1 (codised at 17 C.F.R j 240.3a51-1) itl inter alia, it has a value less than $5 per share,
it is notanational market stock with a marketvalue of Iisted secttrities greaterthan tift.y million dollars
for at Ieast ninety consecutive days, and its issuer has tangible net assets of less than $2,000,000.

22
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i

l
- !

I
I

1 focus to ijsuing, offering and selling the permy stocks of another corporate shell now lcnown as CMKM i
1

2 Diamonds, Inc. I
I

3 13. CMKM Diamonds, lnc., had previously been known as Cyber Mark International Corp. f
4 Cyber Mark had been incomeraated in Delawarein 1998 and reportedly had once been in the business . - .

-

1
5 of designing and developing virtual reality systems and gmnes. Cyber Mark had registered securities !

f
6 with the Securities and Exchange Commission pursuant to Section 12 of the Exchange Act. However, ;

(

7 the com pany had failed and the cop oration was a defunct shell by 2001 . As a publicly traded q

8 corporation registered under the Exchange Act, Cyber M ark was required to tile quarterly reports with

9 the Secttrities and Exchmlge Commission. The quarterly report tForm IO-QSB) tiled with the

10 Securities and Exehange Commission on or about November 18, 2002, revealed that Cyber Mark had

11 no income or revenue during the preceding two years, and that the company's assets consisted of three

12 htmdred fortpfotlr dollars ($344) in cash.

13 14. Notwiistanding that its business operations had failed and the corporate shell was dormant,

14 Cyber M ark remained registered under the Securities and Exchange Act. lndeed, its principal value

15 Iay in the fact that its registered shares could be publicly traded. Such publicly traded corporate shells

16 retain value insofar as private companies and corpotations seeking to attain public status may conduct

17 a t'reverse merger'' assum ing the defunct corporation's status without the rigors of an initial public

18 offering.

19 15. EDW ARDS, in the name of an associate or alias stlan M clntyre,'' acquired control over the

2 0 Cyber M ark com orate shell in or around September 200 l . On April 18, 2002, EDW ARDS

2 1 incorporated, or caused the incorporation, of a Nevada com oration of the same name. On that same

2 2 date, Articles of Conversion were tiled with the Secretary of State of Nevada absorbing the original

23 Delaware corporation into its Nevada nam esake. j

24 16. Although d'lan M clntyre'' was nominally at the helm of this corporation, EDW ARDS actually

25 controlled Cyber M ark. Among other things: EDW ARDS conducted and closed the negotiations to

2 6 acquire Cyber M ark; Cyber M ark's address was identified as 7500 W est Lake M ead Boulevard, Suite

23
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1 9627, Lms Vegas, Nevada 89128, a postal drop box used by EDW ARDS for many of his corporate

2 shells, trusts, nominees and alter-egos; and EDW ARDS was the sole signatory on the com pany's bank

3 account.

4 17. Upt'm its incop oratitm in Nevada, Cyber M ark was authorized to issue up to' five hundred .-

5 million (5O0,000s000) shares of conzmtm stock, of which over three hundred fifty-two millicm

6 (352,000,000) had been issued and were outstanding. The corporation was also autholized to issue up

7 to three million (3,000,000) shares of preferred stock. There was, however, no established market for

8 its stock and its shares held little value.

9 18. Notwithstandingthat Cyber M ark had no appreciable assets or value, on November 25, 2002,

l 0 Cyber Mark agreed ttl acquire mining claims or interests puzportedly held by live (5) companies owned

11 or controlled by URBAN CASAVAN T and his fam ily, ostensibly in exchange for two m illion dollars

12 ($2,000,000) Mdapproximatelytkeebilliont3,oooyooo,ooo) sharesof CyberMarkrestrictedcommon

13 stock with registration rights. On November 26, 2002, on the heels of the agreement to purchm!e

14 mineral rights or interests from CASAVANT, Cyber M ark tiled an Amendment to its Articles of

15 lncolw ration increasing its authorized common sllares to ten billion fourhundredninetp sevenmillion

16 (10,497,000,000).

17 19. Cyber Mark did not actually merge with CASAVANT'S companies. CASAVANT instead

18 received a controlling share of Cyber M ark's stock in exchange for his companies' purported mining

19 interests. In this marmer, CASAVANT gained control of Cyber M mk. CASAVANT was thereafter

2 o appointcd Cyber M ark's director, prcsident and chief executive officer.

2 l 20. On December 3, 2002, Cyber M ark changed its corporate nam e to Casavant M ining

22 Kimberlite International. In February 2004, the cempany took the name CMKM Diamonds, Inc., and

2 3 is referred to hereinafter as IQCM IQM  Diamonds.''

24 21. Throughout its various iterations, this corporate shell remained registered with the Securities

2 5 and Exchange Commission under Sectionlz of the Exchange Act (codified in Title 15, United States

2 6 Codey Section 78;) from 2001 uatil the Securities and Exchange Commission ordered its deregistration

24
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I

1 on October 28, 2005. Until its deregistration, CM KM Diamonds was legally required to file quarterly

2 and annual reports with the Securities and Exchange Com m ission. The reporting requirements

3 m andated by the Securities and Exchange Ad and im plem enting regulations are designed, in part, to

'' -4 provide the investing public with current and accurate information aboutan issuer to enabloinvestors

5 to m ake informed decisions. As part of the conspiracy, one or m ore of the conspirators tiled a Form

6 l 5 with the Securities and Exchange Commission on or about July 22, 2003, invoking an exemption

7 from the sottltory and regulatoly reporting requirements. ln that form, CM KM Diamonds asserted that

8 it was exempt fromthe reporting requirements on the grotmds that it had fewer th% three hundred (300)

9 shareholders. ln truth, the company then had more than six hundred (600) shareholders of record.

l o Further, ms part of the continuing conspiracy, the ranks of shareholders swelled as the conspirators

11 vigorously marketed hundreds billions of shares of unregistered CM KM Diamonds stock. 1

12 CASAVANT and the conspirators nonetheless adhered to the false statem ent and claim ed an exemption

l 3 from the sGtutory and regulatory tiling requirements until on or about Februal'y 16, 2005.

14 22. Despite CM KM Diamonds' status as a registered and publicly traded corporations the

15 conspirators who conkolled CM KM  Diamonds did not tile annual reports with the Secktrities and

16 Exchange Commission for the years ending December 3 1, 2002, December 31 , 2003, or December 3 1 ,

17 2004. The conspirators did not file quarterly reports with the Securities and Exchange Commission

18 after Novem ber 18, 2002, and did not tile reports for any quarter dlzring the span from October 2002

19 through June 2005. In the absence of periodic reports and financial statements, the conspirators

2 0 concealed information regarding CMKM Diamonds' assets, liabilities, operations, revenues, and even

2 1 the number of outstanding shares. In this m anner, the conspirators shielded the corporation and their

2 2 conduct from the Securities and Exchange Comm ission and the investing public.

2 3 23. Beneath this cloak of secrecy, the conspirators combined to cause CMKM Diamonds to issue

24 hundreds of billions of shares of unregistered stock. Prior to November 25, 2002, CM KM Diamonds

25 (then known as Cyber Mark) wms authorized to issue live hundred million (500,000,000) shares of

2 6 common stock and three million (3y00O,000) shares of preferred stock. More than three htmdred fifty

25
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l million (350,000,000) of tl)e company's authorized shares had been issued and were outstanding,

2 leaving a margin of approximately one htmdred fifty million shares (150,000,000) sin its treasuly.

3 These shares were, however, of little value. Again, at the outset of the scheme, the comoration wms a

'' &- hollow shell with no btlsiness, no revenues, and a grandtetal of $344 in assets. Further, dlzringthe span

5 of $he conspiracy, CM KM  Diam onds stock usually traded at less tharl a penny per share; during the

6 periodfrom lanum'y 1, zoo3zthroughApril 19, 2005, thepriceofcM lfM Diamonds' stockranged from (

7 a 1ow of $0.00013 per share to a high of $0.0135 per share, and its average price was approximately
;

8 $0.00071 , At this price, the one hundred Gf':.V million (150,000,000) shares in the company's treasury li

a might have fetched one hundred six thousand dollars ($106,000).

10 24. As part of their scheme to emichthemselves throughthe sale of CM KM Diamonds stock, the

11 conspirators compensated for the 1ow price of CMKM Diamonds' stock by authorizing the issuance

12 of htmdreds of billions of shares of CMKM Diamonds stock. Through a series of maneuvers and

13 amendments spanning from November 2002 to August 2004, the conspirators increased CMKM

14 Diamonds' authorized shares from five hundred million (500p000,000) to eight hundred billion

ls (800,000,000,000). The extraordinmy number of authorized CMIQM Diamonds shares rendered the

16 price per share almost meaningless: the conspirators controlled the printing presses and issued

17 themselves a seemingly inexhaustible supply of shares and stock certiticates; having evaded registration

1a and reporting requirem ents, the conspirators were able to surreptitiously issue themselves hundreds of

19 billions of shares without disclostlre. HELEN BAGLEY, the owner and operator of 1St Global Stock

2 () Transfer, was the stock transfer agent for CMKM Dimnonds (as well as Pinnacle Business

2 1 Management, St. George Metals, and Global Diamond Exchange). JEFFREY MITCHELL

2 2 (BAGLEY'S son) worked with or for BAGLEY at IM Global Stock Transfer. At the direction of

23 CASAVANT and EDW ARDS, BAGLEY and M ITCHELL issued more than seven hlm dred billion

24 (700,000,000,000) sharesof CMlûM Diamonds stocktothe conspirators andtheirdesignatednominees,

2 s alter-egos, associates and straw-plzrchasers.

2 6 . . .
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1 25. The donspirators combined to issue hundreds of billions of shares of unregistered CM KM

a Diamonds stock and thousands of stock certitkates without restrictive legends under the pretense that

3 these issuances fell within the exemption carved out in Rule 144. As discussed in greater detail in the

- v 4 General Allegations, during the periods in which these shares were issued Rule 144(k) provided a safe

s harbor for the sale of unregistered and othenvise restricted secùrities ''sold for the account of a person

6 who is not an ap liate of the issuer . . . provided aperiod of at least twoyears has elapsed since the later

7 of the date the securities were acquired from the issuer or from an affiliate of the issuer.'' Although

8 BAGLEY at some point received or acquired documentation (including board authorizations and

9 attorney opinion letters) authorizing the issuance of stock certiûcates without the requisite restrictive

lo legends, many of these docmnents had been forged or altered and were on their face incomplete and 1

11 insufticient.

12 26. The majority of the attorney opinion letters authorizing the issuance of billions of shares of

13 unregistered CM ICM  Diamonds stock without restridive legends were prepared by BRIAN DVORAK

14 ms part of arld in furtherance of the conspiracy. DVORAK wrote opinion letters for EDW ARDS in late

ls 2002 arld later for CASAVANT. DVORAK initially charged three hundred lifty dollars ($350) per

16 opinion letter and later was paid a retainer in monthly installments of $10,000. DVOILAK and

17 members of his immediate family received additional money from the conspirators. DVORAK

18 receivedat leastfourhun/edninety-ûvethousrddollrs ($495,000) from CASAVANT, EDW ARDS

1a arld their associates and alter-egos within a one year span ending in approximately November 2004.

DVORAK received additional money from CASAVANT in 2005. DVORAK wrote at Ieast four f2 Q
2 1 hundred sixty (460) opinion letlers authorizing the issuuce of billiens of shares of CMKM Diamonds

2 2 stock as free-trading stock without restrictions to scores of nom inees and straw-ptlrchmsers. In these

2 3 letters, DVORAK routinely and repetitively invoked the exemption set forth in Rule 144(k) and recited

24 without any discemible grounds cr limits that each of the multitude of nominees had purchased or

2 s earned the shares of CMKM Diamonds stock at least two (2) years earlier, but that in each instance, the

2 6 shares had not been issued. DVORAK then concluded that these shares should now be issued, but
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1 multiplied by the stock splits and dividends that the nominees would have received had the shares been

2 issued years ago as they ostensibly should have been. Inthis manner, DVORAK facilitated tlle issuanoe

3 of hundreds of billions of shares of CMKM  Diamonds stock without restrictive legends as part of the

4 conspiracy. . .- --. . .

s 27. The prem ises used by the conspirators to purportedly perm it the issuance of billions of

6 unregistered shares of CMKM Diamonds stnck without restrictive legends were laden with multiple

7 factual misstatements and logical impossibilities. Indeed, although the conspirators issued hundreds

8 of billions of shares of tmregistered and unlegended CM KM Diamonds stock tmder the pretense that

9 these shares should havehadbeen issued in 2001 and 2002, CM KM Diamonds- then known as Cyber

lo Mark- had no dealings or business with the nominees, and, until November 25, 2002, was not

11 authorized to issue no more than tive htmdred million (500,000,000) shares of common stock. The

12 majority of the authorized shares had already been issued leaving a balance of less th%  one hundred

13 fifty million (150,000,000) in the corporate treasury that could have been issued. As amatterof simple

14 arithmctic, the company could not have sold the billions of shares of stock purportedly purchased by

ls the conspirators u dtheirnom ineesphortoNovember 25, 2002. Further, the conspiratorsfraudulently

16 invoked Rule 144(k) to issue shares of CMKM Diamonds stock to known affiliates of the comoration.

a. 7 DVORAK. BAGLEY R IIM ITCHELL disregardedknown and readily discernible facts and information

18 showing that the purported purchases were not supported by any consideration or evidence, and that

19 the issuance of certificates for hundreds of billions of shares of tmregistered CM KM  Diamonds stock

2 () without restrictive Iegends was unwarranted and unlawful.

21 28. Although the vast majority of the share certilicates issued by the conspirators did not bear

22 restrictive legends, the conspirators on a few occasions issued restricted shares of CM KM  Dimnonds

23 to their nom inees, mssociates, alter-egos and straw-purchmsers. W hile such restrictions should have

2 4 prevented the public sale of the shares of CM KM Dimnonds stock so designated, the conspirators

2s worked around this impediment by cancelling and reissuing many of these stock certifcates without

2 6 restrictive legends. For exam ple, EDW ARDS delivered multiple ttstatements of Non-Aftiliation'' to
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1 BAGLEY, purporting that various of EDW ARDS' nominees and straw-purchasers had held the

2 restlicted shares for more than two (2) years, were not affiliated with CMKM Diamonds, and did not

3 own more than ten percent (10%) of its securities. BAGLEY and MITCHELL disregarded these facts

4 and reissued stock certificates for these shares without restrictive legends. . .. .. . m-

s 29. EDW ARDS shuffled hundreds of billions of shares of CM KM  Diamonds stock among his

6 many nominees, alter-egos and straw-purchasers. EDW ARDS periodically met wit.h 'I-URm o and

7 BAGLEY at 1't Global Stock Transfer's office to discuss issuance, transfers and reissuance of CM KM

8 Diamonds shm'es to other of the multimde of nominees and alter-egos that he controlled. To effect the

n transfer of shares among his entities and nominees, EDW ARDS typically executed ''lrrevocable Stock

10 or Bond Power'' and ''Comorate Resolution'' forms. EDW ARDS signed scores of such forms in bulk

11 beforeemployeesofW ells Fargo who stampedthe documentswiththatfinancial institution'sM edallion

l 2 Signature Guarantee attesting to his signature (but not tlle contents of the oûen incomplete or blank

13 forms), EDWARDS cornmonly completed the blank forms by hand to identify the nominee or straw-

14 purchaser that was surrendering its shares, the number of shares surrendered, and the certificate

ls number. EDW ARDS' represented in many of these forms that the nominees and straw-purchasers

16 were duly organized corporations and that he was empowered to authorize the distribution of the shares

17 as the ttsecretary'' of the nominee comoration. ln fact, few of EDW ARDS' nominees were lawfully

' 18 organized comorations or had any recognizable existence. Further, on many occasions EDW ARDS

19 neglected to complete the forms arld omitted such information entirely. Moreover, EDW ARDS on

2 0 occasion forged signaturesonthe ''lrrevocable StockorBondpower'' and ''Corporate Resolution'' forms

21 and similardocuments: aftersigningthedocuments inbulkbefore aW ells Fargo employeeforptuposes

2 a of obtaining a Medallion Signature Guarantee. EDW ARDS thereafter altered and superimposed

23 characters or script upon his illegible signature to forge signatures attribmed to his nominees and straw-

24 purchasers. BAGLEY artd M ITCHELE disregarded these facts and effected the transfers requested by

2s EDW ARDS and reissued stock certiticates representing htmdreds of billions of shares of CM KM

2 6 Diamonds to EDW ARDS designated nominees artd associates.

29

Case 2:09-cr-00132-RLH-RJJ   Document 63    Filed 03/24/10   Page 31 of 42



' j d

1 30. As part of and in furtherance of the conspiracy, BAOLEY and M ITCHELL issued, transferred

2 and reissued hundreds of billions of unregistered shares of CM KM Dimnonds stockwithout restrictive

3 legends to nom inees designated by CASAVANT and EDW ARDS and approved by DVORAK.

' - 4 EDWARDS receivedmore 1= fo< h% dredbi1lion(400,00O,00û9000) lllu'egisteredshresofcMKM

s Diam ondswhichhe distributeda ongMsm r ype oded% stsM dalter-egos, including: Agap Serene

6 Services, Inc.; AGAPE Serene Services Trust; Barrington Foods Trtzst; De La N orte Trading Trust;

7 Eton Properties Corpx; Elata Brunnelle Commercial, Inc.; Faz.a Gee lndustrial, Inc. Tnzst; GM  Steel

8 Trust; Hiaget Gears, lnc.; JuinaM ining Trust; Jules T Engelhard, lnc. Trust; M oncom Enterprises, Ltd.

9 Trust; PTI Trust; and Vidm ar Trading Limited Trust. EDW ARDS personally received sheaves of

lo certiticates representing hundreds of billions of unregistered shares of CM KM  Diamonds stock issued

i 11 or reissued to his nominees, Additionally, notwithstanding that GINGER OUTIERREZ and JAM ES

12 KINNEY were also af/liates of CMKM Diamonds, CASAVANT, DVORAK, BAOLEY and

13 M ITCHELL combined to issue billions of shares of urlregistered CM KM  Diam onds stockto OINGER

' 14 GUTIERREZ and JAM ES KIN NEY without requisite restrictive legends.

15 31. As part of the scheme and in furtherance of the conspiracy, EDW ARDS, TUIUNO,

16 CASAVANT, GUTIERREZ, KINNEY and their nom inees, associates and alter-egos opened multiple

17 accounts at brokerage houses. GUTIERREZ and KINNEY offered and sold billions of unregistered

18 shares of CM KM  Diamonds tmder their own nam es. Billions of tmregistered and purpolledly free-

19 trading shares of CM KM  stock were also routed through TURINO 'S mssociates and nominees in

2o Florida. EDW ARDS, again, handled the greatest number of CM KM  Diamonds shares. Beginning in

21 September 2002, EDWARDS opened at least thirty-two (32) brokerage accounts at a broker-dealer in

22 Las Vegas, Nevada. Of this number, EDW ARDS opened twentpsix (26) of the accounts under the

23 names of tnzsts for which he was the sole trustee, and he opened tive (5) of the accounts under the

24 names of his corporate alter-egos. The address listed forthirty (30) of thethirtptwo (32) accotmts was

a s a m ail receptacle used by EDW ARDS at 6:7500 W est Lake M ead Boulevard, Suite 9627, Lms Vegas,

2 6 Nevada.'' EDW ARDS also used his personal social security number as the tax identification number
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1 fortwenty-nine of the accotmts. The absence of restrictive legends m ade it falsely appearthat the shares

2 were unrestricted or free-trading stock and enabled EDW ARDS, TURINO, CASAVANT,

3 GUTIERREZ and KINNEY to offer and sell hundreds of billions of unregistered shares of CMKM

. v 4 Diam onds stock on the Over--fhe-counter markct. . .

s 32. Notwithstanding authorizing and issuing eight hundred billion (800,000,000,000) shares of

6 stock, CM KM  Diamonds rem ained a hollow corporate shell. Although purportedly a multinational

7 diamond exploration and mining company, CM KM  Diamonds had few assets, did not conduct

8 substantial or sustained mining operations, and nevercom mercially produoe or sold diamonds. For that

j) matter, CM KM  Diam onds did not conduct any regular or m eaningful business operations, did not

lo maintain oomprehensible books or records, and did not even have an offce, but instead shared

11 CASAVANT'S home in Las Vegas, Nevada. Rather, CM KM  Diam onds' sole product wms the billions

12 of shares of stock issued as part of the conspiracy and schem e.

13 33. Despite the fact that CM KM  Diamonds did not engage in any productive m ining activities or

14 business, EDW ARDS, CASAVAN T, GUTIERREZ, KINNEY, and their associates set about creating

ls a market and demand for these securities as part of the conspiracy.

l 6 34. The volume of the trading activity generated by the conspirators' distlibution of hundreds of

17 billions of shares of CM KM  Diamonds stock sparked interest in that shell and its stock. Further, the

la conspirators concealed and withheld the numberof outstanxng shares of CMKM Diamonds which they

l a had issued. To conceal the fact that the conspirators had flooded the m arket with hundreds of billions

a o of unregistered shares of CMKM stock (diluting any value or ownership interest the shares might have

a 1 represented), CASAVANT and his associates cultivated rumors of ûEnaked short-selling.'' The

a a conspirators further disguised the fact that they were the primary sellers of CM KM  Diamonds stock by

2 3 introducing CM KM  Diamonds stock to the Over--rhe-cotmter m arket through multiple nominees and

24 associates,

2 5 35. The conspirators also caused m isleading information regarding CM KM  Diamonds and its

2 6 stockto be dissem inated tllrough the internet. n e conspirators and schem ers com pensated individuals

3 1
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!
1 (typically with CMKM Diamonds stock) to promote CMKM Diamonds in internet blogs, chatrooms

2 and message boards. Further, the conspirators directly disseminated misleading and false infonnation

3 through the world-wide web. For example, in a webcast in October 2004, CASAVANT represented

4 that CM KM Diamonds was Ksallead of schedule''.in.preparing periodic reports, and that the company .
i

5 was also xtahead of schedule'' and 'tdrilling 24/7'' in Canada. In tluth, CMKM was delinquent in '

6 meeting its reporting obligations and had conducted only limited exploratory drilling in Canada.

7 36. Further, even while declining to tile any quarterly or annual reports, the conspirators issued

8 num erous false and m isleading press releases. For example:

j) (a) In or about December 2002, the conspirators and schemers issued a press release claiming that

10 CM KM  Dimnonds ttwas sponsoring a representative office in Antwerp, Belgium'' to prom ote

11 tEthe Casavant diamond brand.'' This claim is entirely unsubstantiated. M oreover, the
;

'

12 conspirators failed to disclose that the company had not yet fotmd or produced any diamonds !

13 and Gkthe Cmsavant diamond brand'' had no actual product. ;
i

14 (b) ln Febnzary 2003, the conspirators and schemers announced that CMKM Dimnonds owned '

ls an t'mwient Chinesejade collection'' which llad been appraised by a noted expert in the field

z6 and was valued atmore than fftymillion dollars ($50,000,000). In truth, there îs no evidence

17 to support the claim that CMKM Diamonds owned such a collection, and the expert that

18 purportedly appraised the mythical collection did not, in fact, conduct such an appraisal, nor

19 had any dealings with CM KM  Diamonds.

2 () (c) ln early 2004, the conspirators and schemers issued a series of press releases on behalf of

2 1 CMKM Diamonds culminating in the announcement of a %tkimberlite ore discoverf' in a

22 M arch 2004 release. Kimberlite is atype of igneous rock in which diam onds are occasionally

2 3 found. The releases were embellished with the representation that fçltzhe new kimberlite

24 discovery'' had been named after CASAVANT'S wife. However, in truth, while CM KM

2 s Diam onds had an attenuated interest in m ining claim s that m ay contain kimberlite deposits,

2 6
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1 CMKM Diamonds did not make any new kimberlite discoveries nor engage in meaningful

z exploration.

3 37. 'l'he conspirators also combined misleading press releases with orchestrated stock maneuvers

4 to stoke investor interest. The eenspirators' combined tactics were vividly illustrated by the charade

5 which they orchestrated regarding CMKM Diamonds and U.S. Canadian Minerals (:CUCAD''). In a

6 series of press releases beginning in or about July 2004, the conspirators and schemers represented to

7 the investing public that U.S. Canadian M inerals, purportedly a mineral exploration company, had

g acquired a substantial stake in CM KM  Diam onds.

: (a) On July 1 8, 2004, U.S. Canadian Minerals annolmced that it had agreed to purchase five

10 percent (5%) of CMKM Diamonds' mineral claimss in exchange for seven million tive

11 hundred thousand dollars ($7,500y000) and had acquired an option to pmchase an additional

12 ten percent (1091) for an additional lifteen million dollars ($15,000,000). (These

l 3 representations and simple mathematics tended to lead the investing public to conclude that

14 CMKM Diamonds' mineral claims had a value of approximately one hundred fift
,
y million

ls dollars ($150,000,000).)

16 (b) On July 27, 2004, a press release was issued proclaiming that CMKM Diamonds ççReceives

17 First $3,000,000 from UCAD Option.'' This release continued that U.S. Canadian M inerals

18 had purchmsed an additional two percent (2%) of CMKM Diamonds' mining interests. It

1a elaborated that CASAVANTwaS tlthrilled thatucAD has begun exercising its option as this

2 o frees additional cash for olzr expanding operations and explorations.''

2 1

22
:

'

!2 3 CMKM Diamonds did not actually own the referencedminingclaims. Rather, the mining claims were :
held by a Canadian entityknown as :$101047025 Saskatchewan, Ltd.'' which had purportedly assigned
hem to CMKM Diamonds in a. complex agreement dated August 3, 2003, in which CMKM 12 4 t

!Diamonds ostensibly promised to pay 10 1047025 Saskatchewan ten million dollars ($10
,000,000)

2 5 for assignment of an tGinterest in the claims'' and tifteen million dollars ($15,000,000) for $GaIl
exploration, drilling and related work required to pursue and develop the said claims.'' CMKM

2 6 Diamonds did not fultill its obligations under this agreement and did not develop the mining claims.
M oreover, the agreement further provided that CM KM 'çshall not at any time assign aI1 or any part of
its right.s heretmder . . . without the consent of l 01047025 Saskatchewan Ltd.''
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1 (c) 0n September 28, 2004, U.S. Canadian Minerals announced that it had purchased an

2 additional one and sixtpsix one htmdredths (1 .66%) interest in CMKM Diamonds for two

3 million tive htmdred thousand dollars ($2,500,000).
'4 U.S. Canadian'Mincrals was actually merely anotbcr corporate shell controlled by the conspirators and .

s theirassociates. Previouslyknownas ktE-Baitlncorporated'' and 'tBarringtonFood International, lnc.,''

6 this cop orate shell did nottakethe name tGU,S. Cmladian M inerals'' tmtil Januat.y 2004. Althoughthis

7 com pany was purported to have acquired a substantial stake in CM KM  Diamonds in exchange for

8 millions of dollars in July 2004, it had reported no income dlzring the six (6) months ending on June

n 30, 2004, a total of one thousand three htmdred twenty one dollars ($1,321) cash on its books, and

lc losses of over two million live hundred thousand dollars ($2,500,000). ln short, without outside

11 investment, it was in no position to make a multi-million dollar investment in CM KM  Diamonds. In

12 fact, this transaction was a sham staged by the conspirators and their associates. U.S. Canadian

13 Minerals quarterly report tForm IO-KSB) for the quarter ending September 30, 2004, represented that

14 the company had received ftmding by issuing three million Bvo hundred thousand (3,200,000) shares

ls of its com mon stock in exchange for approxim ately fifteen million five hundred thousand dollars

1.6 ($15,500,000). lt was not until Januazy 8, 2007 that U.S. Canadian Minerals provided further

n. 7 information regarding the sottrce of those funds when it belatedly tiled a report for the period ending

18 December 3 l , 2004, In that report, U.S. Canadian M inerals revealed that it had received its funding

19 from CASAVANT and his family and mssotiates. In fact, U .S. Canadian M inerals actually received

2 o all of its funds from barlk accotmts held by CASAVANT, CASAVANT'S wife, and P.A. Holdings,

:2 1 Inc.- a private company nominally controlled by DVORAK but in substance controlled by
I

aa CASAVANT. CASAVANT had received those ftmds from EDW ARDS, and the funds represented 1

:23 a portion of the proceeds from the sale of CM KM  Diamonds stock issued to EDW ARDS and his

24 nominees. The ftmds paid to CM KM  Diamonds in this facade were m erely recycled proceeds from the

2 s conspirators' and schemers' fraudulent sale of unregistered CM KM  Diamonds stock lacking restrictive

2 6 legends that wouldhave precluded such sales. W hat is m ore, the funds which U.S. Canadian M inerals
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1 ostensibly paid to CM KM  Diamonds were promptly retulmed to CASAVANT and his alter ego P.A

2 Holdings.

3 38. ln this same vein and in furtherance of the conspiracy, EDW ARDS, CASAVANT and other

- - + lconspirators orchestrated similar machinations regarding St. George . M etals, Inc.- another of

s EDW ARDS cop orate shells. On or about September 2, 2004, the conspirators and schemers issued

6 a press release that tended to lead the investing public to believe that CM KM  Diamonds had received

7 a substantial investment from a separate company. M ore particularly, that press release announced that

8 CMKM Diamonds had itfinalized a joint venture agreement where St. George Metals, Inc., will

9 purchase a 5% tmencumbered and absolute interest in any and a11 mineral claims held by CMKM

lo Diamonds, Inc. in consideration for $10,000,000 US Dollars.'' The press release further stated that

11 CMKM Diamonds had received two million tive hundred thousand dollars ($2,500,000) with çtthree

12 additional payments of $2,500,000 anticipated within the next 30 days.'' In actuality, St. George

13 M etals, Inc., was a corporate shell controlled by EDW ARDS. The millions of dollms that St. George

14 M etals purportedly invested in CM KM  Diam onds was routed through the bank account that

15 EDW ARDS luad opened for St. George Metals, and these funds were derived from proceeds that

l 6 EDW ARDS and his nominees had previously received from the sale ofpurportedly free-trading CM KM

17 Diamonds stock. Atthe endofthis charade, CAsAvAN-l-received millions of dollars of theserecycled

18 proceeds which he converted to his personal pum oses. The St. George M etals press release and

1.9 m achinations were without substance and m erely another exam ple of the facade constnzcted by the

2 o conspirators to create and sustain a m arket for the billions of shares of urlregistered and purportedly

2 1 free-trading CM KM  Diamonds stock that they had obtained &om the collusive stock transfer agent.

2 2 39. The conspirators and schem ers generated further interest in CM KM  Diamonds' stock by

2 3 sponsoring racing teams and other promotional activities. Coordinated by CASAVANT,

24 GUTIERREZ, KINNEY and their associates, CM KM  Diam onds sponsored ttcM lc treme''- a team

2 s of motorcycle, truck and ttfunny car'' drag racers. Traveling across the country to participate in a series

' 2 6 of races, the CM lc treme vehicles bore the com pany's stock symbol, EtCM If.X,'' and banners,
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1 billboards and sMdswereemblronedethpxmotioM lmessages (e.g., 'GGot CMI(.X?''). CASAVANT

2 frequently attended these events where he personally promoted CM KM Diamonds.

3 40. Having deprived shareholders and investors of material infonnation Shat should have been

' >- ' 4 included in registration statements and'periodic reports anê'filings with the Securities and Exchange

5 Cornmission, CASAVANT, GUTIERREZ and KINNEY conspired with TURINO, EDW ARDS and

6 BAGLEY to exploit the disparity between the publicly disseminated reports mld insider-information

7 regarding the nature and status of CM KM  Diamonds' purported business and the valut and dilution of

8 its stock. Disregarding the fiduciary duty that they directly or derivatively owed to the corporation's

j) shareholders, these defendants conspired with one another and others, known and unknown, to issue,

lo offer and sell hundreds of billions of tmregistered shares of CM KM Diamonds stock. Approximately

11 forty thousand (40,000) investors plzrchased CMKM Diamonds stock dtlring the cottrse of the

12 fraudulent schem e, W hile CM KM  Diam onds shares usually traded at less than a penny per share

13 (during the period from January 2003 to April 2005, CMKM Diamonds stock traded in a range from

14 a lowof $0.00013 pershare to ahighof $0.0135per sharewith an average price of $0.00071 pershare),

ls the 1ow price per share was offset by the extraordinazy volume of shm'es traded.

16 41- EDW ARDS, TURINO, CASAVANT, and their coconspiratorsa associates and nominees were

17 the predominant sellers of CM KM Diamonds' stock.

:1.8 (a) EDW ARDS sold more than two hundred sixty billion (260,000,000,000) shares of

19 purportedly free-trading CMKM Diamonds stock in hundreds of transactions through the

2o accounts held in the names of his nominees at a Nevada brokerage tirm . EDW ARDS sold

21 this stock at an average price of approximately $0.00021 per share. These voluminous sales

22 generated proceeds of m ore than fortp eight million six hundred thousand dollars

i
:)3 ($48,600,000). EDWARDS direcled the brokerage firm to transfer the proceeds to multiple !

24 bankaccounts whichEDW Alm s controlled. EDW ARDS shared aportion oftheseproceeds

2 5 With CA SAVAN T.

2 6
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l (b) BAGLEY also issued over seventy-seven billion (77,000,000,000) unregistered shares of

a CM KM  Diam onds stock to nom inees and associates of ED W ARDS and TURINO lived in

3 Florida. n e sale of a portion of this stock generated proceeds of more than five million

' 4 dollars ($5,000,000). Although. a O remained inthe shadows of the conspiracy due, in .

s part, to the penny stock bar that had been imposed against him as a result of the Securities

s and Exchange Comm ission's enforcem ent action regarding Pirmacle Business M anagem ents

7 he shared inthe proceeds of the fraudulent sale of CM KM  Dimnonds stock. EDW ARDS and

8 BAGLEY also received a portion of these proceeds,

9 (c) GINGER OUTIERREZ received and sold almost sixteen billion (16,000,000,000) shares of

lo purportedly free-trading CM KM  Diamonds stock. ln this instance, DVORAK prepared

11 opinion letters and BAGLEY issued stock certiticates without restrictive legends on the

12 patently false prem ises that GUTIERREZ was not aftiliated with CM KM  Diam onds and that

13 she had earned the shares in 2001, GUTIERREZ received over two m illion eight hundred

14 thousand dollars ($2,800,000) from the sale of CMIQM Diamonds stock. She remitted

ls approximately one million one htmdred thousand dollars ($ l ,100,100) of the proceeds to

16 CASAVANT.

' 17 (d) JAMES KINNEY received and sold almost sixty billion (60,000,000,000) shares of CMKM

18 Diamonds stock. Once again, DVORAK prepared oplnion letters and BAGLEY issued stock

ln certificates without restlictive legends based on the pretenses that KINNEY was not an

2o afliliate of CM KM  Diamonds and that he had eazned the shares in 2001. IUNNEY realized

21 more than six million tive hundred thousand dollars ($6,500,000) from the sale of CMKM

22 Diam onds stock. KINNEY transferred approxim ately three million four hundred thousand
I

1 23 dollars ($3,400,000) of these proceeds to CASAVANT.
j '

24 (e) In additionto marketing CMKM Diamonds shares issued to them individually, OUTIERREZ

2s and KINNEY also sold CM KM  Diam onds stock through Part-Tim e M anagem ent, Inc.y a

26 corporate shell that had been created by DVORAK for CASAVANT. This entity sold m ore
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1 += tenbil1ion(10,000,000,000) sharesof CMlfM Diamonds stockthatBAciEY hadissued

2 to it without restrictive legends. Part--rim e M anagem ent realized more than two million three

3 hundred thousand dollars ($2,300,000) from the sale of these ostensibly free-trading shares

4 . . of CM KM  Diamonds stock. CASAVANT received approximately one million two hundred n.

s thousarld dollars ($1,200,000) of these proceeds.

6 Altogether, as part of the conspiracy and schem e, the conspirators fraudulently sold hundreds of

7 billions of CMKM Diamonds stock to investors for more than sixty million dollars ($60,000,000).

8 42. Despite the conspirator's efforts to conceal their fraudulent scheme and pm ctices from the

9 Securities and Exchange Comm ission and the investing public, the unprecedented volum e of trading

10 activity in CMKM Diamonds stockand the conspirator's deceptive devices cameto the attention of the

11 Sectlrities and Exchange Commission. The Securities andExchange Comm ission suspended over-the-

la counter trading of the seclzrities of CM KM  Diam onds in M arch 2005. Undeterred, when the ten-day

13 suspension (the maximum span authorized by stamte) expired, the conspirators and their nominees arld

14 associates continued to sell CM KM  Diam onds stock after the tempormy suspension expired. CM KM

ls Diamonds' trading privileges were permanently revoked in October 2005.

16 43. Like Pinnacle Business M anagementbefore it, CM KM Diamonds was a hollow shell that had

17 been used by the conspirators as a vehicle to perpetrate their fraudulent schem e and devices.

18 Accordingly, CM KM Diamonds' demise did notmarkthe end ofthe conspiracy. Rather, inarecurring

19 theme, having exhausted this shell, the conspirators cast it aside and moved on to another.

2 o ChaDter Three: St. Georze M etals

21 44. As discussed above, St. GeorgeM etals featuredintheprom otion and manipulation of CM KM

22 Dimnonds' stock. St George M etals additionally was cast in its own' brief episode of the conspiracy.

23 45. St. George M etals was incom orated in Nevada in 1994. Prior to 1995, St. Oeorge M etals

24 purportedly engaged inthe acquisition, exploration, and developm ent of natural resources. St, George

2s M etals had registered shares of its stock with the Securities and Exchange Comm ission tmder Section

2 6
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1 12(g) of the Sectlrities and Exchange Act and was required to file periodic repol'ts with the

2 Com m ission.

3 46. ln all annual report tForm IO-KSB) tiled with the Securities and Exchange Commission for

' ' - 4 its liscal. year ending Janu'try 31, 2002, St. George M etals disclosed that its ''tinancial resources have

5 been substantially exhausted and management does not know of any signiticartt additional tinancing

6 availabiev'' 'Fhat report further revealed that St. George Metals had no ongoing or active business

7 operations arld wms in the process of winding down its business. ln that filing, St. George M etals listed

8 no assets but instead acknowledged liabilities of approximately six million dollars ($6,900,000), In

9 a quarterly report tFon'n IO-QSB) filed November 14, 2002, St. George Metals declared that its

lo finmwial condition wolzld make it difficult for it to comply with 9t4.%  reporting requirements of the

l 1 Exchange Act. St. George M etals then became dormant.

12 47. A third-party acquired this idle corporate shell in 2003. The following year, EDW ARDS

13 negotiated to acquire St. George Metals and other public shells from that third-party. EDW ARDS

14 purported that he represented a client seeking a ttpublic vehicle'' for a reverse merger; EDWARDS

ls represented that St. George M etals was to be turned over to others who were seeking to merge privately

16 held companies into a public shell. The third-party agreed to accept sixtptive thousand dollars

17 ($65,000) and one million tive hundred tholzsand (1,500,000) shares of St. Oeorge Metals stock ms

18 payment for the shell.

19 48. ln or ardund July 2004, oontrol of St. George Metals passed to EDW ARDS and the conspiracy

2 o in the nam e of an alias or associate tsDonald Haines,'' Later that month, çtDonald Haines'' stepped

2 1 down and appointed tth/lark Giebelhause''- another of EDW ARDS' associates or aliases- as the sole

2 2 officer of St. George M etals.

23 49. On July 23, 2004, an amendment to St. George Metals' Articles of Incorporation was filed

a 4 with the Secretary of State of Nevada. This amendmentinoreased St. George M etals' authorized shares

2s from forty million (40,000:000) to nine hundred fiI:t,y billion (950,000,000,000).

2 6
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1 50. At the time that the conspiracy acquired St. George M etals, Pac W est Transfer, LLC, was

a serving as its stock transfer agent. On or about September 2, 2004, an Agency Agreement and other

3 documents bearing the purported signature of GlM ark Giebelhause'' were transmitted to Pac W est,

- - . 4 Although the signature of ïtM ark Giebelhause'' wa& notarized by M ITCHELL, bot.h the signam re and

s the hand-m m en print on the docum ents bore similarities to the known signature and hand-writing of

6 JOI4N EDW ARDS. Further, while ttM ark Giebelhause'' was nom inally the sole officer and director

7 of St. George M ev s,the documents subm itted to Pac W estincludedaform entitled çGcompanyprotile''

8 listing ïdlolm Edwards'' ms the sole person tçAutlmrized to Receive Com pany Reports or Give

9 lnstructions on Behalf of the Company.'' (DVORAK was identitied in that document as legal cotmsel

lo for the corporation.)

11 51. The puzported signature of tsM ark Oiebelhause'' reappearedonminutes of a one-marl board-of-

1a directors meetingon September 7, 2004, authorizingthe issuance of one billion (1,000,000,000) shares

13 of St. George M etals stock. Although none of these shares were registered with the Secttrities and

14 Exchange Comm ission, tlAe m inutes referenced an opinion letter authored by DVORAK approving of

ls the issuarme of these shares without any restriction. Pursuant to these instructions, PacW est printed the

16 share certitk ates without restrictive legends. However, Pac W est delayed delivering the share

17 certificates while awaiting receipt of DVORAK'S opinion letter. At that juncture, BAGLEY, doing

18 business ms First Global Stock Transfer, was appointed as the corporation's transfer agent, Pac W est

19 fonvarded the share certilicates to BAGLEY with the express understanding that BAGLEY was to

2 o itsticker over'' Pac W est's name arld address and deliver the share certificates upon receipt of the legal

2 1 opinion from DVORAK .

2 a 52. DV ORAK eventually produced an opinion letter dated September 1 , 2004. In that letter,

2 3 DVORAK averred that he had ttexamined relevant corporate records and documents'' in rendering the

!
: 24 opinion that the unregistered shares could be issued pursuant to Rule 144(k) without restrictive legends

2s to the çtl-lolders of 1,000s000,000 shares'' because they were purportedly çtnot a Company affiliate'' and

26 had ûtbeneticially owned the shares for a peliod of at least two years.'' In support of these opinions,
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1 DVORAK expressly represented that t'ksluch shares were authorized to be issued pttrsuant to a line of

2 credit guarantee issued on September 1, 2001.3' DVORAK'S opirfion letterwas baseless. In tnzth, the

3 corporate records reveal that St. George M etals was effectively deftmct in September 2001 . Once

. 4 again, the annual report tiled with.the Securities alzd-Excharlge Cornrnission for that period disclosed ,

s that the that company had no ongoing or active operations and was in the process of winding down its

6 business, was effectively deftmct in September 2001. M oreover, the ûtl-lolders of 1,000,000,000

7 shares'' were actually several of the many known trusts and alter-egos of EDW ARDS including: PTI

8 Trust; GM Steel Trust; Eton Properties; Agap Serene Services Corp.; M oncom Enterprises LTD Trust;

9 EletaBrtmelle Commercial Inc. Trust; Fnz.a Gee Industrial inc, Trust; Berama Giorgio lnc. Trtzst; Juina

lo M ining Trust; Barrington Foods Trust; Vidm ar Trading Lim ited Trust; Jules T. Engelhard lnc. Trust,

11 and Others.

12 ' 53. BAGLEY, who was by then personally acquainted with EDW ARD S and fam iliar w ith

13 EDW ARD S' numerous nominees, delivered share certificates representing unregistered shares of St.

14 George M etals stock to EDW ARDS and his nominees without restrictive legends.

ls 54. As discussed in relation to CMKM Diamonds, St. George M etals issued a press release in

16 September 2004 annotmcing that it had reached an agreement to purchase tive percent (5s6) of CMKM
I , jjion! 17 Diamonds mineral claims for ten million dollars ($10,000,000) and two hundred bi

 18 (200,000,000,000) restricted shares of St. George Metals stock. ln a series of ensuing press releases

 h st
. eeorge M etals represented that it had made payments on this obligation za tlaat same m ont 

,

 2o cumulatively totaling ten million dollars ($1 0,000,000). In truth, these transactions, devices and press
 '2 1 releases were a facade: tinancial records reveal tlzat these payments were actually recycled proceeds
!

E 2 2 from EDW ARDS' fraudulent sale of CM KM  Diam onds stock. Nonetheless, these press releases

2 3 sparked investor interest in both not only in CM KM  Diam onds, but also in the ostensibly resurgent St.

2 4 George M etals.

2 5 55. In M ay 2005, St. George M etals issued four press releases that mmounced its plan to acquire

a 6 the assets of Nevada Vermiculite, LLC and M ineral Energy Teclmology Corporation. Although

.. 
' 
œ. .
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1 TURINO, EDW ARDS and other members and associates of the conspiracy staged preliminary

2 negotiations regarding tllese purported transaction, none of the transactions were actually conducted

3 or completed. Indeed, before this storpline played out, the Securities and Exthange Commission

4 initiated an enforcement action torsuspend and deregister St. George Metals. ln the interim, the press .

s releases fueled investor interest and speculation in St. George Metals and its stock.

6 56. Other than the sporadic press releases and intemet ntmors, little information was available to

7 the investing public regarding St. Oeorge M etals. Despite the corporation's pup orted resurrection and

8 business activities, St. George Metals failed to filed any periodic reports with the Securities and

9 Excliange Comm ission since 2002. St, George M etals last annual report for fiscal year 2001 was filed

lo on April 26, 2002, and its lmst quarterly report wms filed on November 14, 2002. Having deprived

11 sharellolders and investors of matcrial infonnation that should have been included in registration

12 statements and periodic reports and tilings with the Securities and Exchange Commission, TUIUNO,

13 EDW ARDS and BAGLEY combinedto exploit the disparity betweenthe publicly disseminated reports

14 and insider-information regarding the nature St. Georgc Metals' pumtm ed business alzd the value ot-

ls its stock, Disregarding the fiduciary duty that they owed, directly or derivatively, to the corporation's

16 shareholders, these defendants conspired with one another and others, known and llnknown, to issue,

17 offer and sell htmdreds millions of tmregistered shm'es of St. George M etals stock. Behveen October

18 2004 and April 2005,EDW ARDS depositedapproximatelytwenl one millioneighthundredthousand

19 (21 ,800,000) shares of St. George Metals stock into brokerage accotmts which he controlled and

ao thereafter sold more than four million two hundred thousand (4,200,000) of these shares for more than

2 1 one hundred seventeen thousand dollars ($1 17,000). EDWARDS additionally transferred htmdreds of

22 millions of unregistered shares of St. George M etals stock to other m embers and associates of the

23 conspiracy (including EDWARDS' wife) who also offered and sold suchunregistered securities to the

24 investing public.

2 s 57. This chapter of the scheme was cut short by an enforcement action brought by the Securities

2 6 and Excharlge Commission in July 2005. n e Securities and Exchange Commission suspended trade
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1 in St. George M etals stock and initiated deregistration proceedings on July l , 2005. A tinal order of

2 deregistration wms entered against St. George M etals in October 2005.

a Chqnter Four: Biolkch M edics. Inc.

4 . -.58. As noted-mbove, in December 1997, the principals of Pinnacle Business M anagçznent

s incom orated artother shell in Nevada originally known as Surmnit Property, lnc. This shell sat idle

6 until arotmd March 2001 when Pinnacle Business Management spun-off the subsidiary by issuing

7 shares as dividends. n at corporation's nam e was contemporaneously changed to çtcorbel Holdings,

8 Inc.'' ln a rare report to the Securities and Exchange Comm ission filed on August 10, 2001 , the

9 officers of Pinnacle Business M anagement noted:

lo In the first quarter 2001 the Company sptm off an inactive wholly
owned subsidiazy, Stuhmit Property Group, Inc. and Pirmacle

zl Business M anagem ent lnc's shareholders reoeived a non cash dividend
of 1 share of Sum mit Property Group, Inc. for each 100 shares of

1.,2 Pinnacle Business M anagement, inc, Summit Property Group, Inc.
subsequently changed its name to Corbel Holdings, Inc.

l 3

14 In this mmmer, the oonspirators readied another shell for f'utlzre em ploym ent in their schem e.

ls 59. Although issuing Corbel Holdings stock as a dividend to Pirmacle Business M anagement's

l s shareholders gave the private subsidimy a shareholder base alzd the aura of a public shell, Corbel

l 7 Holdings remained a private corporation. The conspirators ostensibly remedied this and readied this

lg vehicle for further exploitation by purportedly merging Corbel Holdings with a public shell. Despite

l 9 the fact that Corbel Holdings had no assets, business or revenues to contribute to a public shell, the

2 o conspirators purportedly conducted a reverse-m erger with 3E Intem ational Corporation, a Delaware

2 l Corporationp in or arotmd Janumy20O2. 3E lnternational likewise had no assets, business or revenues.
I

2 2 Despite assorted representations that it had sizeable television projects in Ghana, England, South

2 3 Africa, and Guinea, 3E International disclosed in its sole report tForm l0-SB) filed with the Securities

2 4 and Exchange Commission in M arch 2000 that the company had no employees, had no revenues, had '

2 s accrued signiticant losses, and hadjust four hundred seventeen ($41 7) in cash. 3F, lnternational was,

2 6 nonetheless, a public shell that had previously registered shares with the Securities and Exchange
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1 Comm ission, and its stock was then listed and traded pvblicly through the Pink Sheets. However,

2 although the companies issued multiple press releases almouncing the reverse-merger and 3E

3 International's acquisition of Corbel Holdings, and although Corbel Holdings filed Articles of

. - .. . 4 Exçhange with the Nevada Secretary of State regarding its pmported acquisitiomby 3E lntem ational,

s it is unclear whether the purported reverse-merger was actually accomplished as Corbel Holdings was

6 not folded into or merged with the public sheI1.6

7 60. Regardless of whether Corbel Holdings attained public stattzs through the pttrported reverse-

8 merger with 3E, Intenmtional or through some other means--or did not attain public status at all the

n conspirators soon employed this shell to perpetuate their schem e. As the Pinnacle Business

l () Management chapter ot- the scheme drew to a clese and CM KM Diamtmds was well undenvay, the

11 conspirators and their associates readied Corbel Holdings on another spur of this rail and offered it to

12 private companies as a public shell suitable for a reverse-merger. In October 2004, Corbel Holdings

13 announced the impending reverse-m erger of the privately held entities HaloLaser Biotherapy LLC and

14 Charles R, Crane M D & Associates into Corbel Holdings. Following ti)e reverse-merger, Corbel

a.s Holdings was renamed QtBio-l-ech M edics, lnc.''

16 4

17
6 As witnessed inregardtocMlœ Diamonds theconspirators werea owntoexpansivelyusetheter

l 8 Ifreverse-merger'' to refer to acquisitions exchanges and other transactions that were not actual
mergers. ln this episode despite the representations that the corporations were to merge and their

l 9 exchange of stock Corbel Holdings was not assimilated into the public shell but instead continued to
exist as a distinct Nevada corporation and later became Bio-rech Medics. ln the meantime, 3E

2 0 International- the public component of the purported merger--existed as a separate Delaware
comoration until on or about March 1 2003 when the Delaware Division of Corporation voided its

2 1 cbarter for non-payment of taxes eflkctively nullifying its outstanding shares. In 2008 the Securities
and Exchange Commission deregistered the corporation noting:

2 2
3 E Intem ational Corp., CIKNO. 1082932, is a void Delaware corporation

2 3 located in Kitchener, Ontario, Canada with a class of equity securities
registered with the Commission pursuant to Exchange Act Section l2(g).

24 The company is delinquent in its periodic filings with thc Cornmission,
having not jiled any periodic reports since it filed a Fonn IO-SB

:2 5 registration statement on March 20 2000 which reported a net loss of
$72, l 88 since inception in 1997.

2 6 ' l duct a 1In Iight of these facts and circurnstances, it appears that Corbel Holdings did not actual y con
reverse-merger with 3E International and did not inherit that shell's public status.
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1 61. Unlike many of the other shells exploited by the conspirators, Biorrech M edics had assets,

2 revenues and substantial business activities separate and apart from the conspirators scheme and

3 devices. Halotaaser Biotherapy LLC aad Charles R. Crane M D & Associates engaged in the practice

' - 4 of medicine and conducted business operations which contiluzed following the reverse-merger with

s Cerbel Holdings. However, unbeknownst to the principals of HaloLaser Biotherapy LLC and Charles

6 R, Crane M D & Associates, the coconspirators and accomplices had little interest in their business but

7 were instead intent on exploiting the corporate shell and reverse merger to perpetuate their fraudulent

8 schem e.

9 62. Although TURINO orchestrated the reverse-mergers that culminated in BioTech M edics,

10 TURINO sought to conceal his role because, among otherthings, he was still subject to the pelmy-stock

11 bar that had been imposed on him in cormection with Pimmcle Business M anagem ent. TURINO'S

12 coconspirators and associates were instnzmental in attempting to conceal TURINO'S involvement.

13 63. In the months preceding the reverse-merger with HaloLmser Biotherapy LLC and Charles R.

14 Crane M D & Associates, Corbel Holdings had issued press releases announcing the proposed merger.

a.s These press relemses, and the eventual merger with the private medical companies, spurred investor

. 16 interest in Corbel Holdings and, later, BioTech Medics, The conspirators exploited the merger by

17 fraudulently issuing, reissuing, transferring, offering and selling millions of shares of Corbel Holdings

18 and BioTech M edics. W hile several members, mssociates and nominees of the conspiracy received and

19 sold Corbel Holdings arldBioTechM edics stock inthe course ofthis scheme, EDW ARDS againplayed

20 a leading role. As with Pinnacle Business M anagement arid CMKM Diamonds, BAGLEY and

al MITCHELL fraudulently issued (or reissued) millions of unregistered shares of Corbel Holdings and

2 2 Bio-fech M edics stock to EDW ARDS' known nom inees. BAGLEY and M ITCHELL issued the share

23 cellificates representing this stock without restrictive legends. EDW ARDS, in tm n, signed m ultiple

24 ttcorporate Resolutions'; tdlrrevocable Stock or Bond Power Form s'' before a M edallion Signature

2 s Guarantor. BAGLEY and M ITCHELL accepted these forms- which were often incomplete- to

2 6 transfer stock and cancel and reissue share certificates to EDW ARDS' nominees. The conspirators
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1 em ployed this procedure to transfer and issue stock that had been issued to other individuals, entities

2 and straw pm chasers to EDW ARDS and his nominees.

3 64. TURTNO, EDW ARD S and BAGLEY conspired with one another, and others known and

. 4 unknown, to exploit insider-inform ation regarding the Corbel Holdings and the reverse-merger that ......

s yielded BioTech M edics. Disregarding the Iiduciazy dutythat they directly or derivatively owed to the

6 corporation and its sharrholders, these defendants conspired with one another and others, known and

7 llnknown, to emich themselves by issuing tand reissuing), offering and selling millions of shares of

8 Corbel Holdings and Bio-rech M edics stock. EDW ARDS and Tullm o- throughtheir nom inees and

9 associates- publicly offered and sold tens of millions of unregistered shares of Corbel Holdings and

lo Bio-rech M edics stock throug,h the Pink Sheets, brokerage lirm s, and other instruments of interstate

11 com m erce.

12 Chapter Five: Global D iamond Exchqnge and other O e/lç
thatfraudulently içyaef!, offered and sold unreghteredstock

13 throuvh nominees v'lllxsa Fundine and M ountain Passaees

14 65. ln or about 2001, EDW ARDS purchased a Nevada corporate shell then known as M irador,

ls Inc. In or about July 2004, this com orate shell was renam ed çlvway International.''

16 66. In or aboutNovem ber 2005, Vway Intem ational entered into a stock exchange agreem ent with

17 Sea Food Factory S.A. Under the term s of the agreem ent, Vway International exchanged nine million

18 fivehtmdred forty-fivethousandninehundred 5+ 49,545,950, orapproximately74% of itsoutstanding

ln shares) for Sea Food Factory S.A.'S stock. Following this reverse-merger, Vway Intemational changed

2 o its nam e to W orldwide Cannery & Distribution, lnc. The corporate shell issued a press release on or

2 1 about M arch 22, 2006, announcing that Vway Intem ational had changed its name and corporate

22 objective to ltmove away from being a real estate company and will now seek to be a major participant

23 in the lucrative food m anufactming and distribution sector.''

24 67. TURTNO and VISSOKOV SKY indirectly controlled W orldwide Cannery tbrough agents,

2 5 associates and nominees. BAGLEY, assisted by M ITCHELL, were the com oration's stock transfer

2 6
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1 agent and facilitated the conspiracy and scheme. TUPJNO directed coconspirators and associates to

a create M innesota corporate shells known as M ountain Passages, Ino., and Austin Funding, LLC.

3 68. SPOONER was appointed as the nom inal president of M ouno in Pmssages. In M arch 2006,

4 SPOONEK acting on behalf of Mountain Pmssages, executed a contract with anotherof TURINO'S and . -..

5 VISSOKOVSKY'S associates representing W orldwide Passages, to purcbmse fotlr hundred ninety

6 thousand (490,000) shares of Worldwide Cannezy stock. Under the terms of that agreement, Mountain

7 Pmssages also received a warrant or right to buy an additional seventy million (70,000,000) shm'es of

a W orldwide Cannery stock. SPOONER thereafter opened several brokerage account on behalf of

9 M ountain Passages,

lo 69. Anotherof-fultm o's associates was appointed as the presidentof Austin Funding. In M arch

11 2006, 'IRJBJNO directed that mssociate to execute similar contracts on behalf of Austin Ftmding to buy

z2 one hundred ninety thousand (190,000) and two htmdred ninety thousand (290,000) shares of

13 W orldw ide Cannely stock. One of these agreem ents additionally affbrded Austin Funding a warrant

14 or right to purchmse an additional seventy million (70,000,000) shares of Worldwide Cannezy stock.

ls This wanant was amended in August 2006 to afford Austin Funding the option of purchasing up to

16 seven hundred million (700,000,000) shares of Worldwide Cannely Stock.

17 TUIUNO also directed his associates to open brokerage accotmts on behalf of Austin Funding.

ls 70. In 2006, BAGLEY and M ITCHELL knowingly issued and transferred millions of shares of

19 W orldwide Cannely to TURINO'S nominees and associates as part of and in furtherance of the

2 o conspiracy. More particularly, as part of this schemç, the conspirators issued and distributed millions

2 1 of shares issued to M ountain Passages and Austin Funding to brokerage accounts where those

aa unregistered seetuities were offered to the investing public. M ountain Passages and Austin Funding

:2 3 took the place of EDW ARDS m ultiple trtzsts and alter-egos.;

24

2 5 1 By 2006, EDWARDS multiple trusts and alter-egos had already been identified by the Securities and
Exchange Commission. Further this substitution of nominees coincides with activity in a separate

2 6 action against EDW ARDS' wife. Following his wife's conviction and confinement in April 2006,
EDW ARDS made sltements in a consensuaily recorded telephone conversation to the efrect: d'Krl
might have to see my old friend because-l'm weathering everything right now but if 1 have to , you
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1 71. TUPJNO and VISSOKOVSKY created interest in W orldwide Cannery by issuing, and causing

2 their agents and associates to issue, misleading and deceptive press releases regarding W orldwide

3 Calmery's operations, stam s, assets and value. For example, on or about Apl'il l 0, 2006, W orldwide

... -- - 4 Cannery issued a press release annotmcing its acquisition of the Seafood Factory. Captioned içW orld

5 Wide Cannery and Distribution Inc. Announces Major Acquisition,'' this press release represented that

6 the Seafood Factory ççproduced close to 14.5 million Euros in revenue last year ($17 millionl''

7 packaging and selling high-end seafbod while operating at only twenty percent (20%) capacity. This

8 press release continued that the factory had obtained European Union Certification and 'tlwlith a1l

9 certifications in place, the Factory will be running at 100% efficiency.'' On or about April 18, 2006,

lo the corporation issued another press relemse reiterating the claim that in the previous year ttthe Factory

11 sold $17 million dollars in ltlxtuy seafood that in' cludes King Crab, canned crab meat, eaviar and other

12 high end seatbodproducts.'' This press release additionally proclaimed latthe factory ç'is setto expand

13 its sales force in order to keep up with alz increase in demand and productivitys'' and that it had ttalready

14 reached close to 3,5 million Euros (US $4,200,000) in sales for the first three months of 2006.'5 ln

ls tnzth, the seafood cannery was not producing products or proiits but was instead defunct and bankrupt

16 at that time. Already tmder scrutiny of the Securities and Exchange Commission in regard to CM KM

17 Diamonds, the principals caused W orldwide Carmery to issue a remarkable retraction on or about M ay

18 2, 2006, announoing that the 3.5 million Euros tigure were mistakenly attributed to the Czech Seafood

1: Factory, when, in fact, they related to 'tshipments of seatbod containers from South Korea and St.

2 o Petersbttrg, Russia, not from the Seafood Factory in the Czech Republic, which has yet to stm't

2 z processing this season, and that tlle purported revenues from thc previous year related to çtcontainer .

2 2 shipping sales.'' The retraction additionally noted that W orldwide Cannery was ttnegotiating with

23 creditors, executors, and banks for settlements on the Factory's debt.'' Despite this retraction, the

24 conspirators did not abandon tlle corporate shell but instead issued a press relemse on or about M ay 8,

2 5

2 6
' know, it will be the smart tbing to do-- otherwise I'm going to be there at the other end of the

building, you know, visiting my other clienl, and I don't really want to go to tbat school.''
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' 1 2006, declaring that W orldwide Cannery had received certitication from the Food and Drtzg

2 Administration (FDA) and could ttnow receive shipping containers with imported goods from Europe

3 and Southeast Asia for distribution inthe United States.'' ln this same vein, on or aboutlune l3, 2006,

-' -'' 4 the corporation issued another press release declarinpthat it had soldthe Seafood Factoly eliminating.

5 that debt and enahling the company Ksto concentrate its efforts on the lucrative container shipping

6 business, where it derived 80% of its revenue in 2005.''

7 72. In the span of approxim ately three months, the corporate shell once known as Vway

8 lnternational had purportedly transformed from a real estate company to a seatbod packing company

: to a container shipping business. Yet, its remarkable metamophosis was not complete: in or about

lc September 2006, the conspirators retooled and refined thcir scheme and W orldwide Cannez'y was

11 transformed into Global Dimnond Exchange, Inc. Notwithstanding their earlier claims and

12 represenotions regarding the corporation's tish processing and container shipping ventures, the new

13 name marked a shiR into a new field; this corporation was now purported to be an international

14 diamond importing and m arketing concern.

15 73. This name chmlge did not materially affect the inner-workings of the conspiracy', BAGLEY

16 and M ITCHELL continued to issue, reissue and transrer millions of shares of Global Diamond

17 Exchange stock to TUIUNO 'S nominees M otmtain Passages and Alzstin Funding, and others of the

18* conspiracy's associates, nominees and straw-purchasers without restrictive legend ms part of the scheme

l.s to evade the Securities Act's registration requirem ents. ln additionto the original purchase agreements,

a o subsequent agreements, warrants and authorizations resulted in the issuance of more than two billion

21 two hundred million (2,200,000,000) unregisîered shares of Worldwide Cannery and Global Diamond

22 Exchange stook dtlring the period from M arch 2006 through April 2008. Dtuing this span

23 approximately- o hundred tilirty eight million (238,000,000) shares of unregistered stock were issued

24 to Motmtain Passages, and one billion nine hundred million (1 ,900,000,000) unregistered shares were

2 s issued to Austin Funding. Further, in or around April 2007, TURIN0 instructed an mssociate to

2 6 incorporate another nominee christened tCCII.L Holdings, lnc.,'' which also received tens of millions of
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1 unregistered shares of the comoration's stock. Additionally, in the course of the conspiracy and

2 scheme, morethanninetpthreemillion (93,000,0O0)unregistered sharesof Global Diamond Exchange

3 andW orldwide Calmery stockweretransferredto Hopperlloldings, a limited liability company owned

' 4 and managed by M ITCHELL. . -- . .. -. !
' I

s 74. As part of the conspiracy and scheme, TURINO and other conspirators and associates engage j
I

6 in deceptive practices and issuedm isleading press releases to promote Global Diam ond Exchange and

7 its stock. M any of these fraudulent practices and misrepresenltions pertained to the company's

8 purported offices in New York City. For example:

9 (a) In a press release dated September 22, 2006, the company annotmced that W orldwide Cannery

lo had tjoined forces with Global Diamond Exchange and has taken on the company nmney'' and

11 that this company had opened two new sales oftices in N ew York City. That press release

12 continuedthatçtGlobal Diamond Exchangehasreopened itswholesaleoperation inNew York.

13 n e office is in the same exact 'building that they occupied over twelve years ago. The

14 com pany, which has been in operation forover 17 yearsy exports rough and cutdiam onds from

ls the Ruséian Federation and other diamond producing regions.''
i

16 (b) As with earlier ventures, tlle conspirators also promoted Global Diamond Exchange via the ,

17 worldwide web. A press release on October 10, 2006, annotmced itGlobal Dimnond Exchange

18 Unveils Corporate W ebsite'' and discussed the corporation's purported operations.

l 9 (c) Four days later, on September 26, 2006, Global Diamond Exchange issued another press

2 o release declaring that CsGlobal Diam ond Exchange Expects Sales Oftice to be Operational by

2 l the l st of November'' noting that the lirst diamond shipment was to arrive by November 3,

2 2 2006. This release elaborated that Gtgtlhe company hms contracts with Russian cutters to cut j
I

lliants from Russia.'' l23 and export these exquisite bri

24 (d) Pursuing this theme, a press release issued on or about November 1, 2006 reiterated that

2 5 ttGlobal Diamond Exchange W holesale Oflice Opens Next W eek in Time for Arrival of First

2 6 Diam ond Shipment,'' while another press release one week later declared that the tirst
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1 diam ond shipm ent had arrived and the company's buyers were soon to ptlrchase additional

2 diamonds. For good measure, the latter press release added that the company was in the

3 process of hiring an auditor with international accreditation to tlprovide the base to be current j

4 and compliant under the new Pink Sheet standards and/or application to another exchange.''

5

6 (e) On November 28, 2006, Olobal Diamond Exchange issues press release oaptioned ttGlobal

.p . Diam ond Exchange Confirm s Purchase of Second Order'' and announcing that a second

8 allotm ent of diamonds had been plzrchased and was currently being processed with delivery

9 expected in Decem ber. This press release was em bellished with the claim that another

l o dimnond dealerhad permitted Global Diamond Exchange to purchase their diamond allotm ent

l 1 and çsmanagement is extremely excited about the commitment from its partner since it will

12 allow Global to grow substantially and inslzre the com pany of uninterrupted tlow of

13 diam onds.''

14 (9 'Fhe next day, November 29, 2006, Global Diamond Exchange issued a press release boldly

15 entitled ttGlobal Diamond's Second Order Estimated at $1.5 M illion in W holesale Revenue.''

16 This release elaborated that the company, having sold its tirst shipm ent of diamonds, had

l 7 requested that at least seventy percent (70B.4) of second shipment be composed of round-cut

18 diamonds of between one and three carats and that this shipment would be wol'th

:.a approximately one million live hundred thousand dollars ($1,500,000), and that tçrtlhe

2 o company has also set a goal to have orders cut, processed and delivered for sale on a more

2 1 frequent basis than the Grst two orders, in which dem and was greaterthan initially anticipated.''

22 (g) ln a press release on or about Jarmaty 1 l , 2007, Global Diamond Exchange declared that the

2 3 second order of diamonds (with a value of approximately $ 1,400,000) had arrived and would

.24 soon be graded and ready for sale.

2 s (h) 0n or about January 24, 2007, Olobal Diamond Exchange issued a press release stating that

2 6 it had completely sold the second shipment of diam onds received earlierthat m onth and a third

51

Case 2:09-cr-00132-RLH-RJJ   Document 63-1    Filed 03/24/10   Page 11 of 45



J. shipment had been ordered and was expected in Februmy or March, adding that çtltlhe

2 company is working hard at not only increasing the size of the orders but also the frequency

3 of them as well.''

4 . - .. (i) On April .2, 2007, Global Diamond Exchange issued a press release entitled: çfGlobal

5 Dimnond's Next Order Estimated at $2.1 M illion in W holesale Value.'' In reference to

6 tEseveral angry calls to the sales oftices at 2 W est 46th Street,'' this press release also noted that

7 the company did not engage in retail sales. Finally, this press release planted the seed for
'' 

speculation regarding a ttpotential takeover/merger'' adding that ilcorporate attorneys are8
I

9 conducting their due diligence'' and tûlolnce the company has the approval of its legal

1o department) it will give a full publjc update. W e expect this to happen very shortly.'' n ese

11 themes were addressed again in another release two days later.

12 (j) In apress release onor about April 25, 2007, Global Diamond Exchaage mmounced that while

13 negotiations regarding a potential buy-out or m erger were continuing, the company was ûdstill

14 conducting its normal cotlrse of bttsiness'' and Sdltlhe company has just completed the sale of

l s its third shipment with a total value that is in excess of $3 million in wholesale revenue.'' n is

16 press release additionally boasted that the corporation had ''posted an inventory of available

17 stones on its website'' and that it held over tive million dollars ($5,000,000) in inventory.
1

la 75. 'Ihrough such press releases arld practices, 'IRJIUNO, VISSOKOVSKY and other members and

la associates of the conspiracy constructed a facade of a business actively im porting and selling millions

2 o of dollars of diamonds. ln reality, Global Diamond Exchange was merely the latest hollow corporate

21 shell ina string of such vehiclesexploitedby-fultm oand his coconspirators. W MIeVISSOKOVSKY

22 and another of RAJR1N O'S associates had each leased office space in New York City, those facilities

23 were a sham. Global Diamond Exchange did not engage in regular or substantial business activities,

24 did not produce any goods, services or protits, and did not commercially import diamonds as described

2 s in the press releases,

2 6
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1 76. TURINO, VISSOKOVSKY, BAGLEY, M ITCHELL and other conspirators combined to

2 exploit the dispazity between the publicly disseminated reports and insider-information regarding the

3 actual nature and status of Global Diam ond Exchange's purported business and the value of its stock.

. -- 4 Disregarding the fiduciary duty that they derivatively owed to .the corporatiorës-shareholders, these

s defendants conspired with one another and others to issue, offer and sell unregistered shares of Global

6 Diam ond Exchange stock.

7 77. While Global Diamond Exchange stock typically (but not always) traded for less than a penny

8 per share, trading activity was voluminous. ln the course of the conspiracy, TURm O 'S nom inees

9 Motmtain Passages, Austin Funding, and CRL Holdings publicly sold htmdreds of millions of

lo unregistered shares of this corporate shell's stock through brokerage accounts. M ore specitically:

11 Motmtain Passages sold more than one hundred fortpeight million (148,000,000) unregistered shares

12 of stock for more than one million folzr hundred thousand dollars ($1,400,000); Austin Funding sold

13 more th% nine hundred forty million (940,000,000) unregistered shares of stock for more than three

14 million three hunclred thousand dollars ($3,300p000); and CRL Holdings sold approximately four

15 hundred thousand (400,000,000) unregistered shares for more than fourhundred fiftythousand dollars

16 ($450,000). Further, hundreds of millions of these unregistered shares of stock which had been

17 transferred to m embers and associates of the conspiracy and their nom inees were also publicly offered

18 and sold. For example, as part of and in furtherance of the conspiracy, the conspirators com bined to

19 transferninetpthreemillion (g3,oooyoool= egisteadshresto MITCHELL'S shell, HopperHoldings.1

2 o M ITCHELL deposited these shares into a brokerage account where they were offered and sold to the

21 investing public generating more than six htmdred twentptive thousand dollars ($625,000) in sales.

2 2 78. In this m anner and as a further part of the conspiracy and scheme, the oonspirators combined

23 to also issue billions of unregistered shares of other shells, including: Equitable M ining Corporation;

24 OM DA Oil and Gas, Inc.; and Grand Entertainment & M usic, lnc. As with Global Diamond

2 s Exchange, BAGLEY and M ITCHELL issued unregistered shares and stock certiticates without

2 6
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1 restrictive legends to Austin Ftmding and M ountain Passages- the nominees and straw -purchmsers

2 .controlled by TURINO, SPOONER and their associates.

3 79. ln each of these iterations of the scheme, the conspirators purported to invoke Rule 504 of

.. -  4 Regulation D (which authorizes limited offerings of securities-of an aggregate value not exceeding

s $ 1,000,000) under the pretenses: that the comorations were not development stage companies that

6 either had no business plan or had a business plan to engage in a m erger; that the pttrchasers were

7 accredited investors', and that the issuance of stock to the ptlrchmsers was not part of a plan to evade the

8 Securities Act's registrationprovisions. Each of thesepretenses was matelially false. Global Diamond

a Exchange, Equitable M ining, OM DA Oil and Oas, and Orand Entertainment & M usic did not engage

lo in regular or substantial business but were merely empty shells controlled by TURINO and his

11 associates. Further, Austin Ftmding and M ountain Passages, the purported purchasers, were not

la accredited investors. Austin Ftmding and M ountain Passages were hollow shells designated as

13 nom inees or straw-ptlrchasers as part of a schem e and plan to evade the Securities Act's registration

14 requirem ents. lndeed, Austin Ftmding and M ountain Passages were in effect undenvriters; Austin

15 Funding and M ountain Passages received billions of shares of stock issued by the conspirators' shells

16 forthe purpose of offering, selling anddistributingthem to the investingpublic. As part ofthis scheme,

17 BAGLEY, M ITCHELL and other transfer agents issued share certiticates representing these

18 unregistered shares withoutrestrictive legends to Austin Funding and M ountain Passages and thereafter

1a transferred shares and reissued share certificates at TURINO'S direction as they were offered and sold.

2 o 80. Equitable Mining had previously been a Canadian corporation known at the çlEquitable Life l
2 1 lnvestment Com pany, Inc.'' However, the conspirators and their associates had gained control of this

2 2 W yoming corporate shell and caused it to issue m illions of unregistered shares of stock to their

2 3 nominees. The conspirators fraudulently promoted, offered and sold millions of unregistered shares

2 4 of Equitable M ining's stock to the investing public through the Pirik Sheets and other m eans and

2 s instrum ents of interstate comm erce. During June and July 2006, the conspirators used M ountain

2 6 Passages as a conduit to sell more than seventy two million five hlmdred thousand (72,500,000)
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1 unregistered shares of Equitable M ining stock through its brokerage accounts for more than nine

' 2 hundred tiftythousand dollars ($950,000). Austin Ftmdingwas likewiseused as anominee to sell more

3 than seventy tive million (75,000,000) of such tmregistered securities throagh its brokerage accounts

' 4 formore than eighthtmdred.thirty-five thousanddollars ($835,000) duringthis period. ln the aggregate, .. --

s the conspirators sales or unregistered Equitable M ining stock exceeded one million seven hundred

6 thousand dollars ($ 1 ,700,000) during this two-month span.

7 81. Before falling into the orbit of the conspiracyj OM DA Oil and Gas had been known as

8 tioriginal M edia, Inc.'' However, upon gaining control of this Delaware corporate shell, the

9 conspirators and their associates purported that it was conducting business in the oil and gas industry

lo and promoted the company under this pretense. As part of the familiar scheme, the conspirators caused

lz this corporate shell to issue m illions of unregistered shares of stockto their nom inees. During the span

12 from October 2005 to January 2007, Mountain Passages sold at lemst five hundred ninety million

13 (590,000,000) unregistered shares of OMDA Oi1 and Gas stockthrough its brokerage accotmts formore

14 than on million nine htmdred thousand dollars ($1,900,000).

ls 82. Cyrand Entertainment & Music was aFloridapublic shell previously known as tçFuttlre Projects

16 II, Corp.'' The conspirators and their associates gained control of this shell and caused it to issue

17 millions of unregistered shares of stock to their nominees. In the cotlrse of the conspiracy, Mountain

18 Passages sold more th= t'wo htmdred twenty live million (225,000,000) unregistered shares of Grand

l a Entertainment & M usic stock through its brokerage accotmts for m ore than two hundred forty-two

2 o thousand dollars ($242sO00). Austin Funding sold more tIIM three hundred forty-five

2 1 milIion(345,O00,O00) shares of such stock for more than eight hundred ninety seven thousand dollars

22 ($897,000). These nominees combined sales totaled more than one million one hundred thirty nine

23 thousand dollars ($1,139,000).

2 4 83. In the aggregate, M ountain Passages, Austin Funding and CRL Holdings- the conspiracy's

2s phmo nominee- publiclyofferedudsoldmoreir - obilliontz,ooo,ooo,oool= egistered shares

2 6 of penny stocks issued by Global Diamond Exchange, Equitable M ining, OMDA Oi1 and (Jas and
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1 Grand Entertainment & Music, Inc, 'l'he share certificates representing these unregistered shares were

2 fraudulently issued without restrictive legends. The fraudulent issuance, promotion, and offer of the

3 shares of these corporate shells culminated in sales of these unregistered securities totaling more than

' 4 ten million'dollars ($10s000,0 (#M. . . ..- .. . .. --

s 84. The bulk of the proceeds from the fraudulent sale of unregistered stock of Global Diamond

6 Exchange, Equitable M ining, OM DA Oi1 and Gas and Grand Entertainment & Music, Inc. was

7 deposited ortrarlsferred to bank accotmts of Mountain Passages and Austin Funding. From these bank

8 accounts, the proceeds were divided and distributed, directly and indirectly, to TURJNO,

9 VISSOKOVSKY and SPOONER. BAGLEY and MITCHELL were also enriched by their

l o participation in the scheme through fees for their services, monetary payments and transfers, and the

11 sale of stock issued to Hopper Holdings.

12 Summ qrb'

13 85. As part of and in furtherance of the conspiracy and scheme, the defendants and other

14 conspirators and associates, known and llnknown, issued hundreds of billions of shares of stotk of

ls multiple corporate shells which they controlled. Although the vast majority of these shares of stock

16 were not registered with the Seclzrities and Exchange Commission, through a variety of false pretenses

l 7 and fraudulent practices, the conspirators purported that these shares were free-trading and

18 surreptitiously issued share certiticates representing hundreds of billions of shares of tmregistered stock

19 without testrictive legends.

2 o 86. By theirfalse statements and m isrepresentations, evmsion of disclosttres required in registration

2 1 statements and periodic reports, and deceptive devices and practites, the conspirators concealed the

2 2 issuance of hundreds of billions of shares and dilution of stock value from the Securities and Exchange

a 3 Com mission and the investing public. M embers and associates of the conspiracy were corporate

'' 2 4 insiders with knowledge regarding the shells' businessesa operations, activities, assets and value

2 5 unavailable to the public. Further, these corporate insiders also possessed information regarding the

2 6 number of issued and outstanding sharess the restricted nature of the sharesp and the dilution of share
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1 value- infonnation which the conspirators deliberately withheld and concealed from the public.

2 Exploiting this disparity for their personal benetit, and violating the duty owed to the various

3 corporations' shareholders, the conspiratom offered, sold and distributed hundreds of billions of shares

, . - 4 of tmregistered stock to the. investing public through the Pink Sheets, brokerage accounts, and other

instrum entalities of interstate comm erce. '5

6 87. As afurtherpart of the conspiracy, the conspirators fraudulently created and cultivated a market

7 forthis stock through misrepresentations, market manipulations, and misleading promotional activities

8 and press releases. Through an array of m isrepresentations, false pretenses, deceptive practices and

: transactions, the defendants and their associates and agents induced investors to purchase htmdreds of

l o billions of unregistered shares of stock which the conspirators had deceptively issue to themselves and

l l their nominees without requisite restrictions and disclosures.

12 88. Although these penny-stocks typically traded for less than one cent per share, in the aggregate,

13 the htmdreds of billions of shares of stock that the conspirators offered and sold in the public market

14 yielded proceeds of mcre than seventy million dollars ($70,000,000).

ls 89. As part of and in furtherance of the conspiracy, the conspirators and schemers used a portion

16 of the proceeds from the sale of stock to pem etuate the scheme. n e proceeds not only were applied

17 towards operational and advertising expenses, the funds were (as discussed above) used in the well-

za orchestrated charade involving purported multi-million-dollar investments in CM KM Diamonds by

19 U.S. Canadian M inerals and St. George Metals.

2 o 90. As ftm her part of the conspiracy, tht conspirators conducted numerous transactions designed

2 1 to conceal and disguise the nature, solzrce and ownership of the criminal proceeds. For example, the

22 occasionally transferred or exchanged money in the fonn of cashs that is United States currency, to

2 3 conceal the origins of those ftmds. M ost of the crim inal proceeds were, however, deposited into

24 brokerage accounts and subsequently transferred through an array of bank accounts. The conspirators

2 s shuffled funds through multiple accounts at banks in the United Stettes and, often, to foreign nations for

2 6
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1 purposes of concealingthe nature and sourceofthose funds and shieldingthem from criminalforfeiture I

2 and oivil judgments,

3 91. As afurtherpart oftheconspiracy, BAGLEY M dM ITCHELL falsified, concealed and covered

. - .4 up material facts regarding the nature, marmer and .scope of the fratldulent scheme by feigning
I

5 ignorance in statemen? and testim ony to the Securities and Exchange Commission. !
!

6 92. ln this manner, TURIN O, EDW ARDS, CASAVANT, VISSOKOVSKY, SPOONER, E

7 BAGLEY,M ITCHELL, DVORAK , GUTIERREZ, KINNEY, and oierm embersM du sociatesofthe

i
8 conspiracy, perpetuated and shielded an elaborate scheme to fraudulently enriched themselves through j

!

'

9 the fraudulent issue, offer, distribution and sale of hundreds of billions of tmregistered seculities to the l
i

lo investing public.

11 A11 in violation of Title l8,united States Code, Section 371 .

12
COUNT THREE

13 Conspiracy to Commit Securities Fraud in violation of18 US. C. f 1349

14 1. The General Allegations, the allegations set forth in paragraphs 6 thoug,h 17 of Count One, and

he allegations in Count Two are re-alleged and incomorated by reference as though fully set forth Il 5 t

1 6 herein. j

17 2. During the period from July 30, 2002, throug,h on or about October 2005, in the State and i
!

l.a Federal District of Nevada and elsewhere within the jurisdiction of this Court,

19
I.JEFFREY TURINO,

20 2. JOIIN EDW ARDS,
3. URBAN CASAVANT,

21 6. HELEN BAGLEY ,
7. JEFFREY M ITCHELL,

22 8. BRIAN DVOM K ,
9. GINGER GUTIERREA  and

2 3 10. JAM ES K INNEY,

24 defendants herein, knowingly and willfully combined, conspired, and agreed with one another, and

2 5 others known and unknown, to com mit an offense under Chapter 63 of Title 18 of the United States

I2 6 Code, that is, to execute a scheme and artitice (1) to defraud investors, prospective investors and the !
l
i

5% '
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1 investing public in cormection with the securities of Pilmacle Business M anagement, lnc., CMKM

2 Diamonds, lnca, St, George Metals, lne., and U.S. Canadian Minerals, and (2) to obtain money and
k;.

3 property by means of false or fraudulent pretenses, representations and promises in connection with the

' 4 sale of securities of Pirmacle BusinessM anagement, IncvcM lf.M  Diamonds, Inc., St. George Metals,

s lnc., and U.S. Canadian Minerals, in violation of Title 18, United States Code, Section 1 348.

6 3. At the times material to this indictment, Pinnacle Business M anagement, Inc., CM KM

7 Diamonds, Inc., St. George M etals, lnc., atld U.S. Canadian M inerals, were issuers of a class of

8 securities registered under Stction 12 of îhe Securities Exchange Act of 1934 (15 U.S.C, 78:.

9 All in violation of Title 18, United States Code, Section 1349.

l O COUNT FOUR
Fraudulent Interstate Securities Transactions in violation of15 US. C. Jf 77q and 77x

l l

12 1. The foregoing General Allegations, the allegations contained in paragraphs 6 through 1 7 t)f

13 ount One, and the allegations contained in paragraphs 12 through 43 of Cotmt Two are re-alleged and

14 ncorporated by reference as though ftzlly set forth herein.

15 2. Beginning on a date llnknown, but not later th%  September 2001, arld continuing through on

16 r about Octcber 2005, in the State and Federal District of Nevada and elsewhere within thejurisdiction

17 f this Court,

1 JEFFREY Trm No18 . ,
2. JOHN EDW ARDS,

19 3. URBAN CASAVANT,
6. H ELEN BA GLEY,

20 7. JEFFREY M ITCHELL,
8. BRIAN DVO

21 9. GINGER GUTIERREZ, and
10. JAM ES KINNEY,

22

2 3 efendants herein, aiding and abetting one another and others known and unknown, unlawfully and

24 'llfully, in tl)e offer and sale of secmities, to wit: stock of CM KM Diamonds, lnc.zdirectly and

2s ndirectly used the wires and means and instntments of transportation and commtmication in interstate

2 6 ommerce to2 (a) employ a device, scheme and artitice to defraud; (b) obtain money or propert'y by
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1 eans of an untrue sttement of a material fact or any omission to state a material fact necessary in order

2 o make the statements made, in light of the circumstances tmder which tlley were made, not misleading;

3 d (c) engage in any transaction, practice, or course of business which operates or would operate as a

4 raud or deceit upon the purchaser. . -- . . - .

s Al1 in violation of Title 1 5, United States Code, Sections 776(a) and 77x.

6 COUNT FIVE
Securities Fraud & Insider Trading in violation of15 US. C. JJ 78j and FWf/'

7
1. The foregoing General Allegations, the allegations contained in paragraphs 6 through 17 of

8 ount One, and the allegations contained in paragraphs 12 through 43 of Count Two are re-alleged and

9
ncorporated by reference as though fully set forth herein,

lo .2. Begirming on a date llnknown, but not later th%  September 2O01y and continuing through on

11
r about October 2005, in the State and Federal District of Nevada and elsewhere within thejurisdiction

l 2
f this Court,

l 3
1. JEFFREY TURINO ,

14 2. JOHN EDW ARDS,
3. URBAN CASAVANT,

15 6. HELEN BAGLEY,
I JEFFREY M ITCH ELL,

16 8. BRIAN DVO
9. GINGER GUTIERQEZ, and

17 10. JAM ES M NNEY,

lg efendants herein, aiding and abetting one another and others known and unknown, unlawfullys willftzlly

z 9 nd knowingly, by use of m eans and instrumentalities of interstate comm erce and the mails, direotly and

.
2 o ndirectly did use and employ manipulative and deceptive devices and contrivances in connection witll

2 1 e pmchase and sale of a security, to wit: stock of CMKM Diamonds, Inc., in contravention of Rule

2 2 0b-5 and Rule l 0b5- 1 of the Rules and Regulations promulgated by the United States Securities and

23 xchange Commission (codified in Title 17, Code of Federal Regulations, Sections 240.10b-5 and

2 4 40, l 0b5-1), and did (a) employ a device, scheme mld artitice to defraud; (b) make untrue statements

2 5 f material facts and om it to state material facts necessmy in order to m ake the statem ents made, in light

2 6 f the circumstance under which they were made, not misleading; and (c) engage in acts, practices and
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1 course of business, which would and did operate ms a fraud and deceit upon prospective investors in

2 olm ection with the purchase and sale of a sectlrity.

3 Al1 in violation of Title 15, United States Code, Sections 7V(b) and 78.8

4 COUNT SIX
Securities Fraud in violation ofl8 US C # 1348

5

6 The foregoing General Allegations, tbe allegations conuined in paragraphs 6 througll 17 of

7 ount One, and the allegations contained in paragraphs 12 through 43 of Colmt Two are re-alleged and

8 ncorporated by reference as though fully set forth herein.

n 2. During the period from July 30, 2002, tlzrough on or about October 2005, in tlle State and

lo ederal District of Nevada and elsewhere within the jurisdiction of this Court,

11 1. JEFFREY TURINO,
2. JO HN EDW ARDS,

12 3. URBAN CASAVANT,
6. H ELEN BAGLEY.

13 7. JEFFREY M ITCHELL,
8. BRIAN DV O

14 9. GINGER GUTIERREZ, and
10. JAM ES KINNEY,

15

16 efendants herein, aiding and abetting one another and others known and unknown, executed, and

17 ttempted to execute, a scheme and artitice (1) to defraud investors, prospective investors and the

18 nvesting public in cormection withthe securities and stock of CMKM Diamonds, Inc., and (2) to obtain

19 oney and property by means of false or fraudulent pretenses, representations and promises in

2 o onnection with the sale of CM KM  Diamonds securities.

2 1 3. At all kmes material to this indictment, CMKM Diamonds, lnc. was an issuer of a class of

2 2 ecurities registered under Section 12 of the Securities Exchange Act of 1934 (15 U.S.C. 78/).

23 AlI in violation of Title 1 8, United States Code, Sections 1348.

2 4 .

2 5 .

2 6 .

61
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l COUNT SEVEN
Fraudulent Interstate Securities Transactions in violation of15 US. C. #f 77q and 77x

2

3 1. The foregoing General Allegations, the aliegations conoined in paragraphs 6 through 1 7 of

' ' 4 ount One, and the allegations contained in parapaphs 44 through 57 of Cotmt Two are re-alleged and

5 ncom orated by reference as though fully set forth herein.

6 2. Beginning on a date llnknown, but not later than July 2004, and continuing through on or about

7 ctober 2005, in the State and Federal District of Nevada and elsewhere within the jttrisdiction of this l

8 ourt, l
i

9 1. JEFFREV Trltlxo, !
2. JOHN EDW ARDS, i

10 6. HELEN BAGLEY, !
7 JEFFM Y M ITCHELL J

11 8- BRIAN DVOR AK,

12 efendants hereiny aiding and abetting one another and others known and tmknown, unlawfully

13 ndwillfully, in the offer and sale of secmities, to wit: stock of St. George M etals, lnc.,directly and

14 ndirectly used the wires and means and instruments of transportation and commtmication in interstate

a. 5 ommerce to: (a) employ a device, scheme and artilice to defraud; (b) obtain money or property by

16 eans of arl untrae statement of a material fact or any omission to state a material fact necessary in order !

17 o' Vake the statements made, in light of the circumstances underwhich they were made, not misleading;

18 d (c) engage in any transadion, practice, or course of business which operates or would operate as a

19 raud or deceit upon the purchaser.
i

;? o A11 in violation of Title 1 5. United States Code. Sections 77Jfa)and 77.x.

21 COUNT EIGHT 1
Securities Fraud d; Insider Trading in violation ofl5 US.C. #j 78j and 7:7./-

2 2

a 3 1. The foregoing General Allegationss the allegations contained in paragraphs 6 through 17 of

24 ount One, and the allegations oontained in paragraphs 44 through 57 of Count Two are re-alleged and

as ncorperated by reference as though fully set forth herein.

2 E i
!
!
i
i
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1 2. Begirming on a date llnknown, but not later than July 2004, and continuing through on or about

2 ctober 2005, in the State and Federal District of Nevada and elsewhere within the jmisdiction of this

3 Ourt,

. .- 4 . 1. JEFFRKY TURINO, . .
2. JOHN EDW ARDS,

s 6. HELEN BAGLEY,
7. JEFFREY M ITCHELL,

6 8. BRIAN DVOM K ,

7 efendants herein, aiding and abetting one another and others known and Ilnknown, unlawftzlly, willfully

8 d knowingly, by use of means and instrum entalities of interstate comrnerce and tlle m ails, directly and

9 ndirectly did use and em ploy marlipulative and deceptive devices and contrivances in connection with

lo he purchase and sale of a security, to wit: stock of St. George M etalsy. lnc., in contravention of Rule

11 10b-5 and Rule 10b5- 1 of thc Rules and Regulations prom ulgated by the United States Securities and

n.2 xchange Commission (codified in Title 17, Code of Federal Regulations, Sections 240.10b-5 and

13 40.1Ob5-1), and did (a) employ a device, scheme and artilice to defraud; (b) make tmtrue statements

14 f material facts and omit to state material facts necessmy in order to m ake the statements m ade, in light

ls f the circumstance tmder whioh they were made, not misleading; and (c) engage in acts, practices and

16 course of business, which would and did operate as a fraud and deceit upon prospective investors in

17 onnection with the purchmse and sale of a security.

18 A1l in violation of Title 15, United States Code, Sections 7V(b) and 78.8

19 COUNT NINE
Securities Fraud in violation of18 US.C. # 1348

2 0

21 1. n e foregoing General Allegations, the allegations contained in paragraphs 6 through 17 of

22 ount One, and the allegations contained in paragraphs 44 tluough 57 of Count Two are re-alleged and

2 :3 ncorporated by reference as though fully set forth herein.

24 2. During the period from July 30, 2002, through on or about October 2005, in the State and
1

2 s ederal District of Nevada and elsewhere within the jurisdiction of this Court,

2 6 . . .

I63
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1 1. JEFFREY TURINO,
2. JOIIN EDW ARDS,

a 6. HELEN BAGLEY,
7. JEFFREY M ITCHELL, and

3 8. BRIAN DVOM K ,

4 efendants herein, aiding and. abetting one another and others known and tmknown, executed, and . -

s ttempted to 'execute
, a scheme and artifice (1) to defraud investors, prospective investors and the

6 nvesting public in connection withthe securities and stock of St. George Metals, Inc., and (2) to obtain

7 oney and property by m eans of false or fraudulent pretenses, representations and prom ises in

8 onnection with the sale of St. George M etals securities.

j) 3. At al1 times material to this indictm ent, St. George M etals, Inc. was an issuer of a class of

lo ecurities registered tmder Section 12 of the Securities Exchange Act of 1934 (l5 U.S.C. 781).

11 Al1 in violation of Title 18, United States Code, Sections 1348.

12 COUNT TEN
Fraudulent Interstate Securities Transactiona in violation ofl5 US. C. ## 77q and 77x

13

14 1. The foregoing General Allegations, the allegations contained in paragraphs 6 through 17 of

ls ount One, and the allegations contained in paragraphs 58 through 64 of Count Two are re-alleged and

16 ncomorated by reference as though ftzlly set forth herein.

17 2. Beginning on a date unknown, but not later than 1997 and continuing to on or about 2007, in

la he State and Federal District of Nevada and elsewhere within thejurisdiction of this Court,

19 1. JEFFREY TURINO,
2. JOHN EDW ARDS,

a o 4. NICK OLAJ VISSOKOVSKY,
5. M ELISSA SPOONER,

21 6. H ELEN BAGLEY ,
7. JEFFREY M ITCHELL,

2 2

a 3 efendants herein, aiding and abetting one another and others known and unknown, unlawfully and

24 illfully, inthe offer and sale of securities, to wit: stock of Bio-fkch M edics, Inc., directly and indirectly

2 s sed the wires and m eans and instrum ents of transportation and communication in intersute com merce

2 6 o: (a) employ a device, scheme and artitice to defraud; (b) obtain money or property by means of an
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' j

1 true statement of a material fact or any omission to sote a material fact necessary in order to make the

2 tatements mades in light of the circumstances under which tlley were made, not misleading; and (c)

3 ngage in any transaction, practice, or course of business which operates or would operate as a fraud or

' 4 Cceit tlpon'the Purchmser. . z-. . . . .. .. -..

s A1l in violation of Title 15, United States Code, Sections 77ç(a) and 77.x.

6 COUNT ELEVEN
Securities Fraud d: Insider Trading in violation ofl5 US C J# 78j and 78.8

7

8 1. The foregeing General Allegations, the allegations contained in paragraphs 6 through 17 of

j) ount One, and the allegations contained in paragraphs 58 through 64 of Count Two are re-alleged and

lo ncom orated by reference as though fully set forth herein.

11 2. Begirming on a date llnknowns but not later than 1997 and continuing to on or about 2007, in

12 e State and Federal District of Nevada and elsewhere within the jmisdiction of this Court,

13 1. JEFFREY TURINO ,
2. JOHN EDW ARDS,

14 4. NICKO LAJ W SSOKO VSKY,
5. M ELISSA SPOONEK

15 6. H ELEN BAGLEY,
7. JEFFREY M ITCHELL,

16

17 efendantsherein, aiding and abettingone anotherandothers knownandunknown, tmlawfully, willfully
I

18 d knowingly, by use of means and instrumentalities of interstate commerce and the mails, directly and

1: ndirectly did use and em ploy m anipulative and deceptive devices and contrivances in connection with

2 o he purchase and sale of a secuzity, to wit: stock of BioTech M edics, lnc., in contravention of Rule

a 1 0b-5 and Rule l 0b5-1 of the Rules and Regulations promulgated by the United States Securities and

.22 xchange Commission (codilied in Title 17, Code of Federal Regulations, Sections 240.1017-5 and

2 3 40. 1 0b5-1), and did (a) employ a device, scheme and artifice to defraud; (b) make untnze statements

24 f material facts and omit to state material facts necessary in order to make the statements made, in light

2 s f the circumstance under which they were made, not misleading; and (c) engage in acts, practices and

2 6
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1 course of business, wllich would and did operate as a fraud arld deceit upon prospective investors in '

2 onnection with the ptlrchase and sale of a security.

3 All in violation of Title 15, United States Code, Sections 78.j(b) and 78#

4 . cotlxer 'IY ELVE .
Fraudulent Interstate Securities Transactions in violation of 15 US. C. j.j 77q and 77x

5

6 1. The foregoing General Allegations, the allegations contained in paragraphs 6 through 17 of

7 ount One, and the allegations contained in paragraphs 65 through 79 of Count Two are re-alleged and

8 ncorporated by reference as though fully set forth herein.

9 2. Beginning on a date llnknown, but not later than 2001 and continuing to on or about October

lo 008, in the State and Federal District of Nevada and elsewhere within the jurisdiction of this Court,

11 1. JEVVREY TURINO ,
2. JOHN EDW ARDS,

J..2 4. NICKOLAJ VISSOKOVSKY,
5. M ELISSA SPOONER

13 6. HELEN BAGLEY,
7. JEFFREY M ITCHELL,

14

1s efendants herein, aiding and abetting one another arid others known and unknown, unlawfully and

16 'llfully, in the offer and sale of securities, to wit: stock of Global Diamond Exchange, Inc., directly

17 nd indirectly used the wires and means and instnzm ents of transportation and com mtmication in

la nterstate commerce to: (a) employ a device, scheme and artifice to defraud; (b) obtain money or

19 roperty by means of an tmtrue statem ent of a material fact or any om ission to state a material fact

2 () ecessmy in order to make the statem ents m ade, in light of the circum stances under which they were

2 1 ade, not misleading', and (c) engage in arly transaction, practice, or course of business which operates
- 

2 2 r would operate as a fraud or deceit upon the purchaser.

2 3 A1l in violation of Title l5p United Sotes Code, Sections 77g(a) and 77.x.

2 4 . . .

2 5 . . .

2 6 . . .
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1 COUNT THIRTEEN
Securities Fraud d: Insider Trading in violation ofl5 US. C. J# 78j and 7(S'f/'

2

3 1. The foregoing General Allegations, tbe allegations contained in paragraphs 6 through 17 of

' 4 ount One, and the allegations oontained in paragraphs.6s through 79 of Clmnt Two are re-alleged and

5 ncorporated by reference as though fully set forth herein.

6 2. Beginning on a date llnknown, but not later than 2001 and continuing to on or about October

7 008, in the State and Federal District of Nevada mzd elsewhere within thejurisdicticm of this Ceurt,

8
1. JEFFREY TURINO,

9 2. J0I1N EDW ARDS,
4. NICKOLAJ VISSOKOVSKY,

10 5. M ELISSA SPOONER,
6. HELEN BAGLEY,

11 7. JEFFREY M ITCHELL, .

12 efendantsherein, aiding and abetting one another and others'known and unknown, unlawfully, willfully

13 d knowingly, by use of means and instrumentalities of interstate commerce and the mails, directly and

14 ndirectly did usc and employ manipulative and deceptive devices aad contrivances in connection u'ith

ls he purchmse and sale of a security, to wit: stock of Global Diamond Exchangep lnco, in contravention

16 f Rule 10b-5 arld Rule 10b5-1 of the Rules and Regulations promulgated bythe United States Securities

17 d Exchange Commission (codified in Title 17, Code of Federal Regulations, Sections 240. 10b-5 and

18 40.10b5-1), and did (a) employ a device, scheme and artifice to defraud; (b) make tmtrue statements

l 9 f material facts and omit to state material facts necessary in order to make the statements made, in light

2 o f the circumstance under which they were made, not misleading; and (c) engage in acts, practices and

:2 1 cottrse of business, which would and did operate as a fraud and deceit upon prospective investors in

2 2 onnection with the purchase and sale of a security.

2 3 Al1 in violation of Title 15, United States Code, Sections 7Y(b) and 78//2

2 4 . . .

2 5 . . .

2 6 . , .
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1 COUNT FOURTEEN
Conspiracy to Commit Money Laundering in violation of18 US. C. # 1956*)

2

3 1. The foregoing General Allegations, the allegations contained in paragraphs 6 through 17 of

.-  4 ount One, and the allegations contained Cotmt Two tlumugh Cotmt Thirteen are re-alleged and

s ncorporated by reference as though fully set forth herein.

6 2. Begilming on a date llnknown, but not later than l 997, and oontinuing to on or about M arch

7 010, in the State and Federal District of Nevada and elsewhere within the jurisdiction of this Court,

8 1. JEFFREY TURINO,
2- JOHN EDW ARDS,

9 3. URBAN CASAVANT,
4. NICKOLAJ VISSOKOVSKY ,

10 5. M ELISSA SPO ONER,
7. JEFFREY M ITCH ELL

J. 1 9. GINGER GUTIERREZ, and
10. JAM ES KINNEY,

12

13 efendants herein, knowingly and willfully combined, conspired, and agreed with one anothers and

14 thers known and unknown, to commit the following offenses under Title 1#, United States Code,

ls ections 1956 and 1957:

16 (a) To conduct financial transactions, in and affecting interstate and foreign commerce,

17 involving the proceeds of specified unlawful activities, to wit: fraud in the sale of

18 securities, with the intent to promote the canying on of such specified unlawful

1a activities, and knowing that the property involved in the transactions represented the
j '

2o proceeds of some form of unlawful activity, in violation of 18 U.S.C, j

21 l956(a)(1)(A)(i);

a a (b) To oonduct tinancial transactions, in and affecting interstate and foreign commerce,

2 3 involving the proceeds of specified unlawful activities, to wit: fraud in the sale of
1

2 4 securities, knowing that the transactions were designed in whole or in part to conceal

2 s and disguise the nature, source, ownership, and control of the proceeds of such

2 6 specitied unlawful activities, and knowing thatthe property involved in thetransactions

68
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1 represented the proceeds of some form of unlawful activity, in violation of 18 U.S.C.

2 9 1956(a)(1)(B)(i); and

3 (c) To knowingly engage in monetary transadions, that is the deposit, withdrawal and transfer of

. . 4 funds and monetary instnzments bsvtllrough orto atinancial institution, in oraffecting interstate- ..

5 or foreign commerce, in criminally derived property of a value greater than

6 $10,000, such property having been derived from specilied unlawful activities, to wit: fraud

7 in the sale of secmities, in violation of Title 18, United States Codes, Section 1957.

8 COUNT FIFTEEN
Taw Evasion in violation 0.1-26 ULS. C. J 7201

9

l o 1. The foregoing General Allegations, the allegations contained in paragraphs 6 through 17 of

11 ount One, and the allegations contained in paragraphs l 2 throug,h 43 of Count Two, and the allegations

la ontained in Count Three through Count Six, are re-alleged and incorporated by reference as though

1.3 1ly set forth herein.

14 2. 0n oraboutFebnlary 14, 2005, in the State and Federal District of Nevada and elsewhere within

ls e jmisdiction of this Court,

16 2. URBAN CASAVANT,

17 defendant herein, then a resident of Las Vegas, Nevada, did willfully attempt to evade and defeat a

18 ortion of the income tax due and owing by him to the United States of America for the calendar year

J.n 004, by failingto claim income received inthatyearto the lnternal Revenue Selwice as required by law,

20 d by concealing his income from the stock arld secmities of CMKM Diamonds, Inc., by using

2 1 ominees to conceal and disguise his interest in the shares and the proceeds, and by routing proceeds to

2 :2 ccounts of nom inees, com orate alter egos, and other entities which he controlled, concealing and

23 isguising the source and ownership of the funds.

24 A1l in violation of Title 26, United States Code, Section 7201 .

2 5

2 6
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1 FORFEITURE ALLEGATION ONE
Conspiracy rtl Conduct or Particljmte in an Enterprise Engaged in

2 a Pattern ofRacketeering Activity in violation ofl8 US.C. # 1962

3 1. The' allegations conuined in Count One of this Second Superseding Criminal lndictm ent are

4 erebyx -alleged and ineorporated by herein reference as if fully set forth herel-for the purpose .of

5 leging forfeiture pttrsuant to Title 18, United Sutes Code, Sedion 1963(a)(1), (2), and (3).'

6 2. Upon a conviction of the felony offense charged in Count One of this Second Superseding

7 riminal lndictment,

8 1. JEFFREY TURINO,
2. JOHN EDW ARDS,

9 3. URBAN CASAVANT,
4. NICKOLAJ VISSOKOVSIW , and

lo 5. M ELISSA SPOONER,

11 efendants herein, shall forfeit to the United States of America:
?

la (a) all interests acquired and maintained in violation of Title 18, United States Code, Section l 962; I
. 

'''' I
urities of, claims against, and property and contractual rights of any kind I13 (b) all interests in

, sec

14 affording a source of inlluence over, the enterprise named and described herein which the

ls defendant established, operated, controlled, conducted, and participated in the conduct of, in

16 violation of Title 18, United States Code, Section 1962; and

17 (c) a11 property constituting and derived from proceeds obtained, directly and indirectly, from

18 racketeering activity in violation of Title 18, United States Code, Section 1962

19 p to arl in personam criminal forfeittlre montyjudgment of $70,000,000.00 in United States currency.

3 If any property being subject to forfeiture pursuant to Title 18s United States Code, Section l2 0 
. !

2 1 963(a)(1), (2), and (3) as a result of any act or omission of the defendants:

2 2 a. cannot be located upon the exercise of due diligence;

2 3 b. has been transferred or sold to, or deposited with, a third party;

24 c. has been placed beyond the jurisdiction of this Court; k
I

2 s d. has been substantially diminished in value; or I

2 6 e. has been commingled with other property which cannot be divided
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1 without difticulty;

2 t is the intent of he United States of America to seek forfeiture of any properties of defendants up to

3 70,000,000.00 in United States currency pursuant to Title 18, United States Code, Section 1963(m).
' ' - - 4 ' -A1l pursuarlt to Title l 8, United States Code, Sections 1962, 1 963(a)(l). ,..(.2), and (3), and

s 963(m).

6
FORFEITURE ALLEGATION TW O

7 Cotupiracy to Sell Unregistered Securities, to Make False Statements to SEC
to é'vtzJc Filing Periodic Reports, and to Commit Securities Frtz?zff tf Insider Trading

8 in violation of15 US. C. #J 77% 77+ ZZX, 781% 7%' & 78X

9 1. The allegations contained in Count Two of this Second Superseding Crim inal lndictm ent are
l

lo ereby re-alleged and incorporated herein by referenoe as if fully set forth herein for the purpose of

11 Ileging forfeiture pursuant to the provisions of Title l8, United Sotes Coile, Section 981(a)(l)(C) and

12 itle 28, United States Code, Section 2461(c).

13 2. Upon a conviction of the felony offense charged in Count Two of this Second Superseding

14 rim inal Indictm ent, .

15 1. JEFFREY TURINO,
2. JOHN EDW ARDS,

16 3. URBAN CASAVANT,
4. NICK OLAJ VISSO KOVSKY,

17 5. M ELISSA SPOONER,
6. H ELEN BAGLEY,

18 7. JEFFREY M ITCHELL,
8. BRIAN DVOILAK ,

19 9. GIN GER GUTIERREZ, and
10. JAM ES K INNEY ,

2 0

2 1 he defendants herein, shall forfeit to the United States of America any property constituting, or derived

2 a rom , proceeds traceable to a conspiracy, in violation of Title 18, United Sutes Code, Section 371, to

23 ommit violations of Title 15, United States Code, Sections 77c(a)(1), 77e(a)(2),77e(c), 77f/(a), 77t?(a),

2 4 7x, 78J'(b), 78?n(a), 78t?(d) and 78A securities frauds a specified tmlawful activity as defined in Title

2 s 8, United Statescode, Sections 1956(c)(7)(A) and 1961(1)(D), or a conspiracyto cornmit such offenses

2 6 p to an inpersonam criminal forfeiture moneyjudgment of $70,000,000.00 in United States currency.

7 1
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1 3. If any property being subjed to folfeiture pursuant to Title 18, United States Code, Section

z 81(a)(1)(C) and Title 28, United Statcs Code, Section 2461(c), as a result of any act or omission of the

3 efendants -

. .. . 4 a. calmot be located upon thlexercise of due. diligence;

s b. lzas been trmlsferred or sold to, or deposited with, a third party;

6 c. has been place beyond the jtlrisdiction of the court;

7 d. has been substantially diminished in value; or

8 e. has been commingled wit.h other propelly that cannot be divided without

9 diffioulty;

l o t is the intent of the United States of America to seek forfeiture of any properties of the defendants up

11 o $70,000,000.00 in United States currency pursuant to Title 21, United States Code, Section 853(p).

12 A1l purstmnt ttl Title 18, United States Code, Section 371, to comm it violations of Title 15,

13 nitedstatescode, Sections 77e(a)(1), 77e(a)(2),77c(c), 77ç(a), 77.#(a), 77.x, 7Y(b) 78-(a), 78o(d), and

14 8.1 Title 18, United States Code, Sections 98l(a)(1)(C), 1956(c)(7)(A), 1961(1)(D), and Title 28,

ls nited States Code, Section 2461(c); and Title 2l, United States Code, Section 8531).

l 6
FORFEITURE ALLEGATION THREE

17 Conspiracy to Commit Securities Fraud

18 1. The allegations contained in Count Three of this Second Superseding Criminal Indictment are

19 ereby re-alleged and incorporated herein by reference as if fully set forth herein for the purpose of

2 () lleging forfeiture pursuant to the provisions of Title 18, United States Code, Section 981(a)(1)(C) and

zl itle 28, United States Code, Section 246l(c),

22 2. Upon a conviction of the felony offense charged in Count Three of this Second Superseding

23 rim inal Indicu ent,

24 1. JEFFREY TURINO,
2. JOHN EDW ARDS,

2 5 3. URBAN CASAVANT,
6. HELEN BAGLEY,

26 7. JEFFREY M ITCH ELL,
& BRIAN DVOM K,
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l

1 9. GINGER GUTIERREZ, and
10. JAM ES KINNEY,

. 
'W  X '

2

3 efendants herein, shall forfeit to the Unie  SGtes of America any property constituting, or derived

4 rom, proceeds traceable to a censpi. racy, in violation of Title 18, United States Code, Section l 349, .

s o comm it violations of Title 18, United States Code, Section 1348, securities fraud, a specified

-: 
6 lawful activity as detined in Title 18, United States Code, Sections 1956(c)(7)(A) and 1961(1)(D),

7 r a conspiracy to commit such offenses up to an inpersonam criminal forfeiture money judgment of

8 60,000,000.00 in United States currency.

9 3. If any property being subject to forfeiture pursuant to Title 18s United States Code, Section

lo 8l(a)(1)(C) and Title 28, United States Code, Section 2461(c), as a result of any act or omission of

11 he defendants -

12 a. cannot be located upon the exercise of due diligence;

13 b. has been transferred or sold to, or deposited with, a third party;

14 c. has been place beyond the jurisdiction of the ceurt;

ls d. has been substantially dim inished in value; or

16 e. has been com mingled with other property that cnnnot be divided without

17 difticulty;

z a t is the intent of the United States of America to seek forfeiore of any properties of the defendants

l 9 p to $60,000,000.00 in United States currency pursuant to Title 21, United States Code, Section

2 0 53(p).

2 1 Al1 pursuant to Title 18, United States Code, Section 1349, to com mit violations of Title 18,

2a nited States Code, Section 1348; Title 18, United States Code, Seotions 981(a)(l)(C),

23 956(c)(7)(A), 1961(l)(D), and Title 28, United States Code, Section 246l(c); and Title 21, United

24 tates Code, Section 853(p).

2 5
FORFEITURE ALLEGATION FOUR

2 6 Fraudulent Interstate Securities Frcr ccl/t?rl.ç and Securities Fraud
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1 1. n e allegations contained in Cotmts Fotzr and Five of this Second Superseding Crim inal

2 ndictm ent are hereby re-alleged arld incom orated herein by reference as if f'ully set forth herein for

3 he purpùse of alleging fodkiture pursumlt to the provisions of Title 1 8, United Sotes Code, Section

4 81(a)(1)(C) and.Title 28, United-states Codey Section 2461(c). . .- -

5 2. Upon a conviction of the felony offense charged in Counts Four and Five of this Second

6 uperseding Criminal Indictment,

7 1. JEFFREY TURINO,
2. JO HN EDW ARDS,

8 3. URBAN CASAVANT,
6. HELEN BAGLEY,

9 7. JEFFREY MITCHELL
8. BRIAN DV OQ AK,

lo 9. GINGER GUTIERREZ, and
10. JAM ES KINNEY,

11

12 efendants herein, shall forfeit to the United States of America any property constituting, or derived

13 rom, proceeds traceable to said violations of Title 15, United States Code, Sections 77(?(a),77x,

l 4 8J'(b) and 78.1 securities fraud, a specitied unlawful activity as detined in Title 1 8, United States

ls ode, Sections 1956(c)(7)(A) and 1961(l)(D), or a conspiracy to commit such offenses up to an in

16 ersonam criminal forfeiture moneyjudgment of $60,000,000.00 in United States currency.

17 3. If any property being subject to forfeiture pursuant to Title 18, United Sotes Code, Section
I

18 8l(a)(1)(C) and Title 28, United Sotes Code, Section 2461(c), as a result of any act or omission of

19 he defendants -

2 o a. cannot be located upon the exercise of due diligence;

2 1 b. has been transfen-ed or sold to, or deposited with, a third party;

a a c. has been place beyond tlle jurisdiction of the court;

23 . d. has been substantially diminished in value, or;

24 e. has been comm ingled with other property that cannot be divided without

25 difficulty;

2 6
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1 t is the intent of the United States of Am erica to sèek forfeiture of any properties of the defendants

a p to $60,000,000.00 in United States currency pursuant to Title 21, United States Codes Section

3 534.19. I!
2. 4 - - All pursuant. to Title 1 8, United states code, sections 77da) and 7s./(b); Title 18, united . i

' 

js tates Code
, Sections 98 1(a)(1)(C), l 956(c)(7)(A), l 961(1)(D), and Title 28, United States Codes 1

6 ection 2461(c); and Title 21, United States Code, Section 853(p).

7

FORFEITURE ALLEGATION FIVE
8 securities Fraud

9 1. The allegations contained in Count Six of this Second Superseding Criminal lndictment are

I10 ereby re-alleged and incomorated herein by reference as if fully set forth herein for the purpose of j

15 1. JEFFREY TURINO,
2.JOHN EDW ARDS,

16 3. URBAN CASAVANX
6. H ELEN BAGLEY,

17 7. JEFFREY M ITCHELL
8. BRIAN DVOM K , E

18 9. G INGER GUTIERREZ, and !
10. JAM ES K INNEY, ii

19

2 O efendants herein, shall forfeit to the United States of America any property constituting, or derived i
.

2 1 rom, proceeds traceable to said violation of Title l 8, United States Code, Section 1348, seclzrities

2 2 raud, a specitied unlawful activity as defined in Title 18p United States Code, Sections !
(

2 3 1956(c)(7)(A) and 1961(1)(D), or a conspiracy to commit such offenses up to an in personam i

2 4 riminal 'forfeiture money judgment of $60,000,000.00 in United States currency.

2 5

26 E

'

I
!
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1 3. lf any property being subject to forfeiture plzrsuant to Title 18, United Steztes Code, Section

2 8 1(a)(1)(C) and Title 28, United States Code, Section 246 1(c), as a result of any act or omission of
1

3 he defendants - I

' '-- 4 '. .= a.. cannot be located upon the exercise of due diligence; . . 1

s b, has been transferred or sold to, or deposited with, a third party;

6 c. has been place beyond the jurisdiction of tlle court;

7 d. has been substantially diminished in value, or;

8 e. hms been commingled with other property that cmmot be divided without

9 difficulty;

lo t is the intent of the United States of America to seek forfeiture of any properties of the defendants

11 p to $60,000,000.00 in United States currency ptlrsuant to Title 21, United States Code, Section

12 534.19.
I13 All pursuant to Title 18, United States Code, Section 1348) and Title 18, United States

;
14 ode, Sections 981(a)(l)(C), l956(c)(7)(A), l961(l)(D),. and Title 28, United States Code, Section j

ls 461(c); and Title'zl, United States Code, Section 8534.1$.

16

17
FORFEITURE ALLEGATION SIX

18 Fraudulent Interstate Securities Transactions and Securities Fraud

19 1. n e allegations contained in Counts Seven and Eight of this Second Superseding Criminal

:2 o ndictment are hereby re-alleged and incorporated herein by reference as if fully set forth herein for

2 1 he purpose of alleging forfeiture pursuant to the provisions of Title 18, United States Code, Section
1

22 81(a)(l)(C) and Title 28, United States Code, Section 246l(c).

2 3 2. Upon a conviction of the felony offense charged in Counts Seven and Eight of this Second

24 uperseding Criminal Indictment,

2 5 1. JEFFREY TURINO ,
2. JOHN EDW ARDS,

26 6. HEIAN BAGLEY,
7. JEFFREY M ITCHELL, and
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1 8. BRIAN DVORAK,

2 efendants herein, shall forfeit to the United States of America any property constituting, or derived

3 om, proceeds traceable to s4id violations of Title 15, United States Code, Sections 77ç(a), 77x,

7 4 , 8.j(b) and 78.1 securities fraud, a specified.unlawf'ul qctivitiuas detined in Title 1 8, United States

s ode, Sections l 956(c)(7)(A) and 196 1 (1)(D), or a conspiracy to commit such offenses up to an in

6 ersonam criminal forfeiture money judgment of $ 1 17,000.00 in United States currenoy.

7 3. If any property being subject to forfeiture pursuant to Title 1 8, United States Codes Section

8 8l(a)(1)(C) arld Title 28, United States Code, Section 2461(c), as a result of any act or omission of

9 he defendants -

lo a. cannot be located upon the exercise of due diligence;

11 b. has been transfen-ed or sold to, or deposited with, a third party;

12 c. has been place beyond the jtuisdiction of the court;

13 d. has been substantially dim inished in value, or;

14 e. has been com mingled with other property that cannot be divided without

15 difficulty;

16 t is the intent of the United States of America to seek forfeiture of any properties of the defendant up

17 o $ 1 17,000.00 in United States currency pttrsuant to Title 21, United States Code, Section 853(p).

18 All pursuant to Title l 8, United States Code, Sections 77t?(a),77x, 7V(b), and 78A Title 1 8,

19 nited States Code, Sections 981(a)(1)(C), l956(c)(7)(A), 196l(l)(D), and Title 28, United States

2 O ode, Section 2461(c); and Title 21, United States Code, Section 8534.19.

2 1

2 2

FORFEITURE ALLEGATION SEVEN
2 3 Securities Praud

24 1. The allegations contained in Cotmt Nine of this Second Superseding Criminal Indictment

2 5 e hereby re-alleged and incom orated herein by refertnce as if fully set forth herein for the purpose

2 6
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l

1 f alleging forfeiture pursuant to the provisions of Title 18, United States Code, Section 98 1(a)( 1)(C)

2 d Title 28, United States Code, Section 2461(c).

3 2. Upon a conviction of the felony offense charged in Count Nine of this Second Superseding

. 4 ' riminal Indictment, . . .-- - . -- . - -

5 1. JEFFREY TURINO,
2. JOHN EDW ARDS,

6 6. HELEN BAGLEY,
7. JEFFREY M ITCHELL, and

7 8. BRIAN DVOR AK ,

a efendants herein, shall forfeit to the United States of America any property constituting, or derived

9 rom , proceeds traceable to said violation of Title 18, United States Code, Section 1348, securities

lo raud, a specified unlawful activity as detined in Title 18, United States Code, Sections

11 956(c)(7)(A) and 1961(1)(D), or a conspiracy to commit such offenses up to an inpersonam

12 riminal forfeiture moneyjudgment of $1 17,000.00 in United States currency:

13 3. lf any property being subject to forfeiture pursuant to Title 18, United States Code, Section

14 8 1(a)(1)(C) and Title 28, United States Code, Section 246 1 (c), as a result of any act er omissitm oi-

ls he defendants -

16 a. carmot be located upon the exercise of due diligence;

17 b. has been transferred or sold to, or deposited with, a third party;

18 c. has been place beyond the jurisdiction of the court',

19 d. has been substantially dim inished in value, or;

2 o e. has been comm ingled with other property that cmmot be divided without

21 difticulty;

2 2 t is tlle intent of the United States of America to seek forfeitttre of any properties of the defendant up

2 3 o $1 1 7,000.00 in United States currency plzrsuant to Title 21, United States Code, Section 853(p).
!24 Al1 plzrsuant to Title 18, United States Code, Section 1348; Title l 8, United States Code,

2 s ections 98 l (a)(1)(C), 1 956(c)(7)(A), l 961(1)(D), and Title 28, United States Code, Section

2 6 46l (c); and Title 21, United States Code, Section 853(p).
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1
FORFEITURE ALLEGATION EIGHT

2 Fraudulent lnterstate Securities Transactions and Securities J'rtz?z/

3 1. The allegations contained in Counts Ten and Eleven of this Second Superseding Criminal

4 ndictment are hereby re-alleged and-incorporated herein by reference as if fully set forth herein for

s he purpose of alleging forfeiture pursuant to the provisions of Title 18, United States Code, Section

6 81(a)(1)(C) and Title 28, United States Code, Section 2461(c).

7 2. Upon a conviction of the felony offense charged in Cotmts Ten and Eleven Thirteen of this

8 econd Superseding Criminal lndictment,

9 1. JEFFREY TURINO,
2. JOHN EDW ARDS,

10 4. NICKOLAJ VISSOKOVSKY,
5. M ELISSA SPOONER, i

11 6. HELEN BAGLEY, and i
7. JEFFREY M ITCHELL, j

12 I

lé efendants herein, shall forfeit to the United States of America arg property constituting, or derived

z4 rom, proceeds traceable to said violations of Title 15, United States Code, Sections 77g(a), 77x,
!

ls V(b) and 78A  securities fraud, a speciiied tmlawful activity as defined in Title 18, United States I
I

16 ode, Sections l956(c)(7)(A) and 1961(l)(D), or a conspiracy to commit such offenses up to an in

17 ersonam criminal forfeittlre money judgment of $1,000,000.00 in United SGtes ourrency.

la 3. If any property being subject to forfeiture pursuant to Title 1 8, United States Code, Section

19 81(a)(1)(C) and Title 28, United States Code Section 2461(c), as a result of any act or omission of

2 0 he defendants -

21 a. cmm ot be located upon the exercise of due diligence;

22 b. has been transferred or sold to, or deposited with, a third party;

2 3 c. has been place beyond the jurisdiction of the cotu't;

a 4 d. has been substantially dim inished in value, or;

a 5 e. has been commingled with other property that cannot be divided without

2 6 difliculty;
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1 t is the intent of the United States of America to seek forfeiture of any properties of the defendant up

2 o $1,000,000.00 in United States currency pttrsuant to Title 21, United States Code, Section 853(p),

3 All pursuant to Title l8, United States Code, Sections 77(Xa), 77x, 78.j(b) and 78A Title l 8,

4 nited States Code, Sections 981(a)(1)(C), 1956(c)(7)(A), 1961(1)(D), and Title 28, United Statop -

5 ode Section 2461(c); and Title 2l, United States Code, Section 853(p).

6
FORFEITURE ALLEGATION NINE

7 Fraudulent Interstate Securities Transactions and Securities Fraud

8 1. n e allegations contained in Counts Twelve and Thirteen of this Second Superseding

9 riminal lndictment are hereby re-alleged and incorporated herein by reference as if fully set forth

10 erein for the purpose of alleging forfeiture pttrsuant to the provisions of Title 18, United States

11 ode Sections 981(a)(1)(C) and Title 28, United States Code, Section 2461(c).

12 2. Upon a conviction of the felony offense charged in Cotmts Twelve arld n irteen of this

13 econd Superseding Criminal Indictment,

14 1. JEFFREY TURIN O,
2. JO HN EDW ARDS,

15 4. NICKO LAJ VISSOK OVSKY,
' 

5. M ELISSA SPO ONER,
16 6. H ELEN BAGLEY, and

7. JEFFREY M ITCHELL,
17

18 efendants herein, shall forfeit to the United States of America any property constituting, or derived

ln om, proceeds traceable to said violations of Title l5, United States Code, Sections 77ç(a), 77.%,

ao V(b), and 78.7 securities fraud, a specified unlawful activity as defined in Title 18, United States

2 1 ode, Sections l956(c)(7)(A) and l961(1)(D), or a conspiracy to commit such offenses up to an in

22 ersonam criminal forfeittzre moneyjudgment of $5,200,000.00 in United States currency.

2 3 3. lf any property being subject to forfeiture pursuant to Title 18, United States Code, Section

24 81(a)(1)(C) and Title 28, United States Code, Section 246l(c), as a result of any act or omission of

2 s he defendants -

26 a. cannot be located upon the exercise of due diligence;
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1 b. has been transferred or sold to, or deposited with, a third party;

2 c. has been place beyond the jurisdiction of the court;

3 d. has been substantially diminished in value, or;

4 e. .1es been comm ingled with other. property that cannot be diyided without

5 difficulty;

6 t is the intent of the United Sutes of America to seek forfeiture of any properties of the defendant up

7 o $5,200,000.00 in United States currency pursuant to Title 2l, United Sltes Code, Section 853(p).

8 A1l plzrsuant to Title l 8, United States Code, Sections 77ç(a), 77.x, 78.j(b), and 78A  Title 18,

9 nited States Code Sections 98l(a)(1)(C), 1956(c)(7)(A), 1961(1)(D), and Title 28, United States

lo ode Section 246l(c); and Thle 21, United States Code, Section 853(p).

11

FORFEITURE ALLEGATION TEN
12 Conspiracy to Commit M oney Laundering

13 l n e allegations contained in Cotmt Fourteen of this Second Superseding Criminal

14 dictment are hereby re-alleged and incorporated herein by reference as if fully set fort,h herein forn

15 he purpose of alleging forfeiture pursuant to the provisions of Title 18, United States Code, Section

16 81(a)(1)(A) and Title 28, United States Code Section 246l(c).

17 2 U on a conviction of the felony offense charged in Count Fourteen of this Second. P

18 eding crim inal Indictm ent
,upers

19 j qpx jtEv w jtlxo
2. JOHN EDW ARDS,

2 0 g ujtsxx CASAVANT
4. NICKOLAJ VISSOKOVSKY,

21 5 M xjvjssA SPOONER,
9. GINGER GUTIERREZ, and

2 2 jtj gxwjls XINN>;Y* #

'

2 3 fendants herein
, shall ferfeit to the United States of America any property involved in a transactione

2 4 ttempted transaction in violation of Title 1 8, United States Code, Section 1956(h), or propertyr a

2 5 b1e to such property
, up te -  inpersonam climinal forfeiture moneyjudgment ofacea

2 6 70 000 O00
.O0in United States currency.>

' 

7
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l 3. If any property being subject to forfeiture pursuant to Title 1 8, United States Code, Section

2 81(a)(1)(A) and Title 28, United States Code, Section 2461(c), as a result of any act or omission of

3 he defendants -

.- --- . 4 . t-. a. . cannot be located upon the exercise of due-diligence; -:. .

s b. has been transferred or sold to, or deposited with, a third party;

6 c. has been place beyond the jmisdiction of the court;

7 d, has been substantially diminished in value, or;

8 e. hms been commingled w1t11 other property that cannot be divided without

9 difficulty;

lo t is the intent of the United States of America to seek forfeiture of any properties of the defendant up

' 11 o $70,000,000.00 in United States currency pursuant to Title 21, United States Code, Section

12 531).

13 A1l plzrsuant to Title 18, United States Codey Section 981(a)(1)(A) and Title 28, United

14 tates Code, Section 2461(c); Title 1#y United States Code, Section 1956(h); and Title 2 1, United

ls tates Code, Section 8531).

l 6

17

18

19
FORFEITURE ALLEGATION ELEVEN

2 o Conspiracy to Comm it M oney L aundering

2 1 1. The allegations contained in Count Fourteen of this Second Superseding Criminal

22 ndictment are hereby re-alleged and incorporated herein by reference as if fully set forth herein for

23 he purpose of alleging forfeiture pursuant to the provisions of Title 18, United States Code, Section

24 81(a)(1)(C) and Title 28, United States Code, Section 2461(c).

25 2. Upon a conviction of the felony offense charged in Count Fourteen of this Second

2 6 uperseding Criminal Indictment,
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1 1. JEFFREY TURINO ,
2. JO HN EDW ARDS,

2 3. URBAN CASAVANT,
4. NICK OLAJ VISSO KOVSK Y,

3 5. M ELISSA SPO ONER ,
9. G INGER GUTIERREZ, and

. .. 4 18. JAM ES K INNEY,

s efendants herein, shall forfeit to the United States of Am erica any property constittzting, or derived

ds traceable to a conspiracy, in violation of Title 18, United States Code, Section l6 om, procee
7 956(h), a specified tmlawful activity as defined in Title 18, United States Code, Sections

8 956(c)(7)(A) and 1961(1)(D), or a conspiracy to commit such offenses up to an in personam

9 riniinal forfeiture money judgment of $70,000,000,00 in United States currency.

10 3. If any property being sabject to forfeiture pursuant to Title 18, United States Code, Section

11 81(a)(1)(C) and Title 28, United States Code, Section 246l(c), as a result of any act or omission of

12 he defendants -

13 a. cannot be located upon the exercise of due diligence;

14 b, has been transferred or sold to, or deposited with, a third party;
I

. 1ls c. has been place beyond the jurisdiction of the court;

16 d. has been substantially diminished in value, or;

17 e. has been commingled with other propeo  that cannot be divided without

18 difticulty;

1n t is the intent of the United States of America to seek forfeitttre of any properties of the defendant up

2 o o $70,000,000.00 in United States currency pursuant to Title 21, United States Code, Section

21 53(p).

22 A1l pursuant to Title 18, United States Code, Sectionlgs6thl; Title 18, United States Code,

23 ection 981(a)(l)(C),l956(c)(7)(A), 1961(l)(D), and Title 28, United States Code, Section 2461(c);

24 d Title 21 , United States Code, Section 853(p).

2 5
FORFEITURE ALLEGATION TW ELVE

2 6 Conspiracy rtv Commit Money L aundering
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1 1. n e allegations contained in Count Fourteen of this Second Superseding Crirninal

2 ndictment are hereby re-alleged and incorporated herein by reference as if fully set forth herein for

3 he purpose of alleging forfeitlzre pursuant to the provisions of Title l 8, United States Code Sections

4 82(a)(l). .- . ..

s 2. Upon a conviction of the felony offense charged in Cotmt Fourteen of this Second

6 uperseding Crim inal lndictm ent,

7 1. JEFFREY TURINO,
2. JOHN EDW ARDSS

8 3. URBAN CASAVANT,
4. NICK OLAJ VISSOKOVSK Y,

9 7. JEFFREY M ITCHELL,
5. M ELISSA SPOONER,

lo 9. GINGER GUTIEQREZ, and
10. JAM ES K INNEY,

11

12 efendants herein, shall forfeit to the United States of America any property involved in violation of

13 itle 18, United States Code, Section 1956(h), or property traceable to such property, up to arl in

14 ersonam criminal forfeiture moneyjudgment of $70,000,000.00 in United States currency.

15 3. If any property being subject to forfeiture pursuant to Title 18, United States Code, Section

16 82(a)(1), ms a result of any act or omission of tlle defendants -

17 a. cannot be located upon the exercîse of due diligence;

18 b. has been transferred or sold to, or deposited with, a third party;

19 c. has been place beyond the jurisdiction of the court;

2 o d. has been substam ially diminished in value, or;

2 l e. has been commingled with other property that cannot be divided without

12 22 difticulty;
i

2 3 t is the intent of the United States of Am erica to seek forfeiture of any properties of the defendant up

24 o $70,000,000.00 in United States currency pursuant to Title 2 1, United States Code, Section

25 534.1$.

2.6
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1 Al1 ptlrsuant to Title 18, United States Code, Sectionl 956(h); Title 18, United States Code,

2 ection 982(a)(1); and Title 2 1, United States Code, Section 853(p).

3 DATED: tMs Jf day of March 2010.
4 A TRUE.BILL: . ... . ....

5
/S/

6 FOREPERSON OF THE GRAND JURY

7 ANIEL BOGDEN ,
nited States Attorney

8

9

lo IM T S. A QUEZ
ICHAEL CH

11 ssistant United States Attolm ys

12

13

14

15

16

17

18

19

20

21

22

! 23

24

25

26
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