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T'eXAS COMPTROLLeR Of PUBLIC ACCOUNTS
JOHN SI1ARr· COMJ'TROLLCR· AU5TINM reXAS 78774

Ci~TlF1CATIC~ or ACCOUNT STATUS

I, John sh.rp. COI:\Ptrollar of ~l)hli~ Accc.unu of tl)e 81;9;:& ct TAxas, 00
HERESY C~R~lFY ~hat acco=d1ng to the recQ~d$ nf this office

'1'hi. oG.'Ttificat. 1.' valid ttJrc'·"9t~ tho tja.te th6'- t.he ~axt !ranchi.se lax ~.por~

will ~Q d~., 05·17-99.

eJ\ti't:l is Bub:i0ct to franchise t,.x 6$ %6Quired by law.

Th1s certifJ (i.&lte is r.ot valid for t:h~ pUT('JOS$ of d.l$Solution. metroe.c or
wit~rJt\ia~. •
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i~;!~UNDER l'j·t·-PND AND
~~~. OF OFF'lC£":!D. tbe City of
..~.lS:1,t.ln, thi8 l~t! .:day ot

~~V~::~~::;4
,- ..;"

JOHN SHAltP
compe:ollet ot Public Account~

/
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GLOBAL-IJNX CAPITAL MARl(ETS L'l'lJ
PHONE (m)"~20
PAX (713)QN814

13 ADSUst. 1998

Penaul A Cedd..ttaI

VIJJaent BUIs-Brown, ·Solicltor
Via F8CllmUe 44 144 4&8 2081

RE: Letter otlnteDt

Dear Mr. BOis-Brown:

Olobal-Lin1c Capita_~'~ Ltd~ (G-eM) herewith _mit. this Lettor of Intent to doposit Four
Million U.S. Dollaii- (S4.o· M)·fnto your USD c,\Hroncy Client Account at Lloyd's BBDk, London
pencliq olearaoce and autborit¥ to proceecl. Th.t. deoiaJon was made by vlrcuc ofa meetIDs of the
Board ofDIreotors ofGlobal..LinkCapital Mark«s. Ltd. on 13 August, 1998.

TIlls Letter is subject to your applOvsl ADd aclatowlec!sement ID writiDg of the enclosed Letter 01
tJDderataDcfinI that is mado a part h.-.ofby .ference. We Ire preparecl to senel this sum into your
ClIent Aceount to hold to our order aaalnst your UDdertakin, and we win then await an invitation to
meet the Bank's coordinator to discuss !he proposed venture..

. GLOBAL-LINK CAPITAL MARKETS. LTD_

MIIJ88In8 Director

cc: J.P. Motley. Trustee Drayton Assets Ltd.
W.1. Hodsko, Cbabm.a Global-Link Capital Markets. Ltd.
J.O. Mbmiece. Geaera1 Counsel Oiobal-Lilk Capital Markets. Ltd.

601 JeffersoD + Suite 320 • Ho.Roll, Teu. • 7J1J1UVt
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GLOBAL-LINK CAPITAL-MARKETS LTD
PRONE (713) 659.aJO
rAX (113)SNt."

13 August. 1998
Peno..181 CodcIedaI

vmcem BUia-Browu. SoUcltor
Uuited Kingdom Via Facsimile 44 144 488 2081

IE: Letter ofUnderatandina

Dear Mr. Em..Brown:

OloblJ.LiDk Capital Mark.ts. Ltd. (o.cM) horewith submits lbia Letter ofUDderstandblS resardms
its iDbmt to deposit Four Million U.S. Dollars ($4.0 M) into'1OUt USD Currency ell_Account at
Lloyd's BIDIe, Loacloa, paxlial cJear8IlQe and autborit)· to proceed. Please sip below your
acbowledgmellt IDd eDdorsement ofour undeJstaDdfng of your private and coDftdeDtial otrer that
hubeen made for our mutual beDent.

We UDder8tand that 811 aooouat facility that meets aU of the u.s. Federal ReseJVt requirements bll

been aranted at • major Swiss Beak that servos as a fiducill)' (Tradfns BaDk) for the purohue end
sate (buy/soD) Medium Tenn Notes (MIN) arid that )'011 are a U.K.. liceDaed SoHcitor who hu met
aU of the requlremeacs of said Bank 10 serve as Authorized SipatoJ)', hereinafter referred to IS

rslpatorY'), and that said Baftk h.. authorized you to otTer to Global-LiDk Capital Markets. Ltd.,
hereinafter referred to 18 ("G-CMt~).the opportunity to become tho owner orsaiclaooount &oHily IS

weD II the Parchasina 5ntity, said Siptory and G-CM topther bcroinafter referred to as r~
PartieI'').

Sfanatory repmsents that he_ the reJatlOftIhlps to cause the issuance and delivery ofMlN's to (j.
CM'. TracJlngAcoount and that he also bas relationships to cause the sale of said MTN's iDthe
seconday market.

Olobal-LiDk. capital Markets. Ltd. (G-eM) agrees to become the owner of saki account &oility as
wen IS the PurobasiDg Entity, and to cloposit the requirecl S4.0M into your usn Currenoy CHeat
Account as consideration for slid AccoUDt aoquisition.subject to the foRowing:

1. Q-eM's agrees to Msase in the direct PurehaIO and Sale (P&S) of quality M1N's
with the \DIdemtandlng tbat Signatoly provldos to G-cM Odgolng professional review and SUidaooe..

2. G-CM asrces to compensate Sipatory, for servlcee rendered, ten petteAt (10%) of
a-CM's gross profits derived &om each round tumP&S.

3. Signatory'. responsibilities relating to saiel Account shaD include but not be limited
to the foDowlDg:

~._ ... _ ... _ .. • . , " •• _~~"'Co'J:¥.~I.f&.-••.:a,.tl.... _!, l'_!= - ~.;.~ _ •• ~ ... - .0"'".... __ .... _....... _•••• - ...... _• ,. _.. - ..... - _.......

FROM : USA. L I~ PHONE NO. : 713 659 8814

Vllloeat KUII-Browa. Solicitor
'al'2

4. Sipatory sball be reapoDIiblle for activation ofMTN Buy & SeD ondettatIDg within
Ieveft days otG-CM98 depoail otS4.OM end accepumce oftbe terms ofproposed venture.



~. -...,........., .••..... .
order and that thac will be no eaoumbran~e of 8nY kind placed OD Q-CMts fimds until G-CM has
met with the B_'s coordinator and accepted the tenns otthe proposed venture.

6. As • medon of the Account acquJaltlon. SJpatory sha1I art'II1p for G-cM to
become the properly recorded owner ofthb privato aOOO1lllt and 8hau Ict on O..cM'. iaatructioos, IS
agreed ill ac.Mnce between the Parties. regarding the buy/sell operations that are carried out by the
bankOIl behalf'ofO-eM.

1. G-CM and Sianatory shall Nob hayO tho ability to request that MTN Notes be
purdJased at pre-clerelmibecl prices on a "per transactiOb- basil and re-sold Jmmecllately In the
I8CODcIary market per exit oontraota orgaDJacl by the parties with the assisCanco and cooperation,
where needed. cttho Sipatory throup said Swill Baak. . -

8. The parties. agree that the ODtidea involved -m thig Private MTN Trading AccoUllt
shall be limited to the tolJowfna:

8.. The Swiss Baak who shalt service as the fiduciary bamk (Tradma Baak) Iftd shall
receive ftmds, verif)'tho Mm', for G-CM and the secondary market buyer.aad
distnDute profita to G.cM·, order.

8tb Senior Vb Presldeat of1he ID~oaal Banktfta Group of•• Swiss Bank who i5
th.relationshlp o1Bcer tor this specific ICcouat who executes the specific bufflell
orders ecoordiDg to the request supplied by tho PurobasinS Entity through Itt
S~tor,y. .

8.0 Tho ansJisb-So1icitor (Sipatar)') who is the approved Authorized SJpatoty for the
AocoUDt.

8.d a-eM, the ACCOUDt owner and Purcla8.ina Bntlty.

9. G.cM agrees to be responsible Cor Kzeenlftg all Incoming deposits &om protpeotIve
MTN purchasers and/or sellers. carefUDy applying the appropriste duedlligence pmoedure$ as
apel-by the Parties. for $UCb purposes. .

10. Sipatory aan- to main.iIl thl. prJvate account in perpetuity on behaJfofG-CM.
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VI.eeat EIIIJ-BrowDt SoIJellor
Pap 3

tile parti.. hereto. for their mutual benefit. agree that the above is theJr agreement tegardmg the
proposed venture as ofthe date first ,witten above.

GLOBAL·LlNIC CAPITAL MARKETS, LID. VINCENT ELUS-BROWN. SOLICITOR

cc: J.P. Motley, TnIstee Drayton Assets Ltd.
W.I. Heriskot Chairman Global-Link Capital Markets, Ltd.
I.G. ~u1Jliece, General Counsel Global-Link Capital Markc1s, Ltd.
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GWBAL-LINK CAPrrAL MARKETS LTD
. I'IION& (113)"""(1D) - fQt

'AX

.'AXCOVERPAGE

PAGES: 12
DA.TE: 28 July 1998
TO: KlNKO·S 949-548-5114
mOM: K.S. Han:isoD
BE: DOCUMENTS SENT BY FAX'IOXlNKO'S POllW.1. HERlSICO

MIt. HBRISKO·SPHONBNUMBBklS 949-646-3162

.0eat1emeD:
Please hold the following documents forpick up by WJ. Rerisko:

SPAGES OPERATING AGREEMENT
1 PAGE MlNUTES OF MEETlNG
IPAGB LEIIEROF lNTENT
2 PAGES ASSETPtJRCHASEAGRBEMENT
2PAGBS- LErtEkFllOM ELLIS-BROWN, SOUCITOR.TO IC.S. HARRISON

Bill,
Please review the letter from ViDceDt mJis.Brown to me regarding his origiDal poposal to

100 Moder rcpdiDs the division ofresponsibiJitie 8Ddprofits. He aDeps that he origiDaIIy DJe8Dt
for both tho Aocouat 0wD0r aDd himselfto bavo simultaDeous use ofthe ICCOUIIt, each tar his own
beaefit. He fiJrtber says that, ill order to iDsure coopendiw effort, he sugesled tbBt eIdlwoaIcI pRJ
the other 10% oftbstparty-I tracfiDs pm8ts.

Later be states that there would be DO need or n=qWrement for him to receive aD emaoiDs
10% lDIlIIIIgCment fee for operatiDg the account onao Global-Link has its own sipatory on the
accollllt which is whathe always has wanted in the first place.

I would lib to hearyour thoughts on this. Should we~ to his wishes or demaud oar
~~ ..

601 Jefferson • Salte 320 • Bo1lltGD, TeDI • '

3
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l¥fINUTBS OF MEETING

On meetiD& beW b)' the mem" ofGIobal-LlDk Capital Markets Ltd., a Nevada llmited
liabiti1y OOIllJHll1Y. on this day. Aupt IS. 1998, all mombcn asreed to 1be foUoMaa
raolutioa: .

R.ESOLVED. 1bar AnD Palmer of Loal Beaab, Calitomia is hcn:by authorized to opeD
ofIh:es tar aad on bebalf' of GIobaJ.Liak CapItal MalbIs Ltd.,. ill SwitmrllDd aDd is
autbarized 10 do the foUowma:

1. EstabIJlh baDkiDg reJadoaship for the compaDY wfdt Ullion Bulk of SwJtzerIaDcI
ill ZUrich. Switzer1aad. serviDa uaole S.... atil such time 1bat S4.000,OOO iI
retumecI to said ADD Palmer.

2. To eslBblilh IlliG beDkiDS relatioasbip you will 1IIa VJB BWs-BrowD. a UK
soJicitar. to aid aDd usiR in aU respectI.

3. No autborlty II glveD for G-eMt
• oftloerB to IIIVe II slpatori.. on the 8OCOUDl

refertaCecl ill (1.) above.... 0Ile or both of1be followiq evODtl ooours:
3.. Saeb 81Itbority iI pmted by ADa PIImIr. or
3.b AIm Palmer tlO loDacr la able to serve II Sipatory by vimae of her

bIcapacjty or death. .

III blpJDa with th. 0pera1iDs Procedures .. forth by the company, tJds acdcm iI
effective immediately .. of1ho date shown 8ove, sad DO fUrther"apor mJnUleS CI1l
modifY thole miDutea or NIOind same, UDtIl aa4 oAly after 1be retum of $4.000.000 to
AIm Palmer. at which .AIm Palm«'. aUIhority aranteet herein is 8UIOIIJ8doa11y termiaeted

SECRETARY

~
'

~~~.===---
J. :tfijjIftiP
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OPERATJNG 4GRIEMENT
BETWEEN

ANN PAUURAND GLOJIAL.UNK CArrrALMARKITS. LTD.

c.,...
This~ cI8red thiS day ofAu~ 1998 by _ betwe= ADa Palmer. IIIl

IadMduaJ. acdag for and 011 bcbaIf of hene~ hereinafter refeued' to as (NAP"). and GIobaI-Liak
MarbtI, Ltd., hereinafter roferrecI to II ("O-CM"). toaether bereiDafter !dCrrcd II) as (U'Ibe

Pades"). .

RECITALS

GeM --- that it bas IQCCQ to a TIIdia, AccomIt fa Uaion Baat of SwitzaieDd (UBS).
Saicl Accouat-- a special Jllllllher that fdeDtlfIes IaicI Acaouat •• Uaired Slates FedaaI R.eaervo
IpPOWd Tn&a Acc:01.aIL Said Account Is reeopiIId by AId B8rik u one ofa h, BeIect, existiDl
accouaIs tIIIt have beeD clesipated by said Blat to 1Iaadle die Private PIacemeots of MedImn TetID
No.. fssaecl by AA or better SAP rated bmks 011 bcbIIfofaaIcI blab' DIOSt aaIltwordry C1ieats aa a
COI6teatiai bais. (Although each Noce is issuM on behalf of a third pIIty, said Note is a direct
obliptiOD of the bsuJDs baak and carries the 1bU faith aDd Credit of the &suing bmlc.) SuolI AccollDlS
arc the exclusive mans by which the Asset Holden. who cauSe said BIIDk to issue aDd/or sen these tbird
p8It)' obUptioaa that me iIIIICd OD IBid Asset Holders' behalt are allowecl to cWiver said Notes to the
buyers farpaymmt.

AP dec1aRs tbIt she bas Pour MOb u.s. 001l1li (M.OM), repaacntina deaD, clear fimds of
~ _ owa dial is available aacl tb8C she has qn:cc1, subject to COJdIad to make available to acquire, for the
\. IIbJIDa1 a.ae&t oldie P8ttItI, said TtaeUa, AccouathillVBS.

NOW, TBBREIIORE, In CODSideration orthe mutual n:pracntatioas. wammties. toveD8DIB and
agreemeats bereinafter ,. fortb, aDd subject to the-tenDs aDd conditions stated herein, the parties do
ha'cbyape IS follows:

1. 1)gfcr. AP -area to transfer Pour MtJUOJl U.S. Dollam (S4.0M) &om bcr U.s. hInJc
ICCC1UIIt to the U.s. Caaency Client Account ofViftceat BJl.Broma, a Solicitorofthe Supreme Court ill
BaaJIDcI _ Wales, who his expaieDce in dUs busiDess ad has hem approved by UDioD Baak of
Swllzerlaad (tJBS) 81 a Siptoly tor operatiDa aTracBna Accouat, subject 10 said Solicilar'awriUea ad
executed Undertaking1bat reads as- foUows: .

IN CONSIDERA.TlON ofyovr tI'tIIU/ftr 01 USD 4,000,000 (Four ",Ulio" Ullited Statu DDl1tJrs)
into 111}' dielll t:III7WIt:)' «cDU7It tit Lloytb 1JDnIc Pic., U Ptrk Lme, MoyfDir, LDrttImt WlT 4BX
A.CCDIIIIt Nwtb.,: 11241486# 1 HEREBY UNDERTAKE to '!Old lire 8tl1IIB to)NJur 01'tJg and ttl

,.ttdn the ..",. In ths 8tIidDr:CtIU1It II11II11 m:dW! your writlenleu iMIt1IcIions either tD retIIm 1M
."", 10you or 10 ",..,., ths 8tIId""" ,., ",. llnitm bkoJSwilzflrllmd ill aectJrtloncc witIJ .,
~. tIIIvIa • to tIttt I1J1l1f'OI1I"I ••tItod of~ whicll mall 118 IlmitIId to fJitJJer 0/0-
,/DIItMIIIg*"b to MY. by s.".J.F.T. trtIIU/erlo thai Bar4 by tile~ III SwI.ts FrtJfteS or
,.... III Dolltln, 01' by~ Drqft. _ 10 notf/jI you of the «Mt:e ., giwn GIItltl/IN
~.

__wh

Page lofS --ap
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rr-. .
2. AcqgiIJJigg. At ibc writtal zequest ofG-CMt AP wBJ iDsIructYmcent EDil-8roMItD

tramrcr aucb fimds to UDioD BIDk or SwiIzerIaDd to acquire a TradiDa Accouat in such baDk. wJUda
ICCOUIII wiD be fa die name of OIobaJ-IJak C8pital Markets. Lt4 with tile _ SildllDiies an
aar:h ICCOUIIt far G-CM beiDa AnD Palmer IDd Vmcent BUis-Browu, subject to said Solicitor'. wriba
_~uadertakidg that reads u follows:

IN CONSIDERA17ON ofyoIII' ~.",., of lISD 4,000,000 (FOIl mi/llon United SImc
Dol1tIn);0.""."" ctDWnoy tICCOrmt lit LIoyd.t .BtIIIk Pit:.. H PIII'k LaM, JItIyfoIr. l.tRIdOIt •
WIY 4BX At:t:tnmt N...-.: J1141486, to lInItm lJank of-.__P
tICf'IbItlflll ofII 7rGt1ing~ ;" 11M IItII* ofG1DIJaI-unk CQplttIl ..~ Ltd.. l1lEltEBY
liNDSRTBEtodrJ.~

· J. Fadllt_ till II bert .."..,. 1JaIi8. ".~ J1fII'1Iawt lIIId .. t1f
t:ralIlWtJI't1r)I btDIi...", IImIIlIDta III DI'fIn Ii),."...proJil8 At II 7UIIIt D/yow~

...
J. ACI tm irM1ocDbl.-. qf which I tIIII In re«Ipt. from ffiWMl-unt

CopIt4I~ LttL to fJIIY .jImFotr MlDItm u.s. Do1kIn (U.OM) illprqfIt8 to)'Oflr ortW
dIItl 10~ 1M 1WIIIlIbdIIg - fubre J11'Dftu~ 10 this 0psratIIIg AgIwJIMmI
~~p~_~w~~~_w~.~_.~~

3. 1M Dilim;npe. G-CM hereby agrees that it will thoroughly iDvestipte all aspecra of the
TnIdlaa Account to determJne Its vaUdit¥ and use as a vehicle for generatiDg profits. 0DJy aftet said
invesdpticm baa been completed aad AP bas beeD advised reprdiDs the details orsaid ilm:stiptiOIl will
G-CM tequcst to tmioD BaDk of SwitzarJand. clue diJi&eace shaD

iIIc:lude.:;DOt:::'
the 1rInSfcr of AP's bets Such

=~ Mr. YDKlCD1 BUls-BIowIl aud Ids assacfaIe. the bwt 08'ia:r
IIId TrIdiDa COOldiDator (0(a TlUIt Cbat Jf(OYIdaM1'W. flI) Aiel 8aDk Cot tale to ODe 0(sewaI~

\.Y
- alstial TrIdiag Aaxnads that lie cIomicilaI aad IIdive hi said Bamk) 011 die process of

lltablisbiqG-CM's TradiDgMcouDt.

3.2 G-CM's Maaaging Dimctor,. K.S. Hmison will tm.vel to Zuric:b. Switzerland and meet
with the SeoiorBaak Oftic:er ofUDioa B8Dk ofSwitzerJend and Mllfirm the terms BDd coaditiOJlS
IelatiDg the purpose aDd need for the Four Million U.S~ D01_ (54.0M) TnulinB AceouDt
acqaisftioa cost.

.i

W\oo'(l G-CM will advise Solicitor that AP to pmeeed.30S is ready

(' ~\Wlo' •tyo.- Solicitor will request AP to tnms&:r &sncla ill accordaDcc with parasraphs (1.) above.3.6
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v-y. 3.7 After receiViDa said tbDds fDto his CUent Cum:acy Mcount, Mr. EWs-BrowD will
8IDDP far dle IraD8fer of said fimds to ao. accoum styled Global-Link C8piW Markecs, LId in
UDloaBalIkofS_

3.8 At this time. Mr. EUil-BrowD aad Mr. ~. HarrisoD of Global-LiDk
r"..........

CIpitaI Markets,
/N fk;;t. Ltd.wiJl Yisit UaioD 8Iak ofSwiaerIIad ill order to eomplcte the due cb1ipce tqtrcIias the
VI ' ~ ofthe 'I'radiDgAc:couDlon~ofAP.

3.9 ~ to wriUal iDstradioas aacI coafimudionhal AP th8t AP is ft*Iy to .JXOCCCCl.. Ie- (J
Mr. BlJls.BrowJIwill tIaiIItVAPt. fimd& to GQ,ft. account ill UBS. ~"()~ .....

~ ~r·
/) & A «" ~ 3.10 UBS will deliver lID iDvoice to said ICCOUDt that states the JRllpose BDel reqalremeDt 1br

.J(./-/'( 1-4
'" the S4.0M that has heeD desip*" by Mr. Ellis-BlOwn 8S the 1CqUisiti0D cost. .

3..11 Upon Jeeeipt ofsaid invoice, Mr. BIlls-Brown will lead a copy ofsaid iIlvoice to AP for
approvaI.lDClwiJI pay said iftvoice only after APt. written appovaJ bas been teeeivecL

4. Initial Pmfits. G-CM hereby agrees to issue imNOCIbIe _ to Ymceat BIlis-BraWD.
SfJmdor1 0Jl TndiII, Accouat. to pay the &nt Four MiJJfOd u.s. DoIJaIs (54.0M) in pofits tbBt are
eIIDI!d by G-CM, to APt, order. AP..._ aaiclpaymeDt wiIJ serve .. total reilDbuasellllllt lor AP"s
costofacqaidDg die subject TmdiasAccouut for themutual beaefit oltha PaItics hereto.

s. TmdiprAc:cougt Q8emtioo. AP hereby authorizes G-CM to act for her and ill her stead m
opentiq the subject TtadJnS Accou& G.cMt

• role III managing the day to day activities relDtiDg to
said aceount shall include. but not be limited to the fanGWinJ: .

5.1 G-CM will estabUsb end malDtain a relatiODShip· with the Swiss Baak Officer who will
COOIdiDate dlepun:Mses aad we- oftbe MTWs by Q.CM.

S.2 G-CM will commmritJItc dally with the Coontinator far certain assetboldas who .eapp
thebilk to Issue MTN'S-OIl their bebal£

5.3 G-CM IIl4 said CoordInator will -@fee OD Dellvery Commitments for the issuance of
MIN's. Each Delivery Commitment witt include a total subscriptlOI1 (the total amount of t\mds
to be taIscd through the issuaacc ofMIN's) and the denomlDatioas (the sa ofeach Note).

5.4 G-CM wiD coalrac:t with third J*lY tiIIId owners and fbnd tII8IIIlgers to complete a fuU
sabIcriptImL lbis is cIoDe i1l1be following IIIIIIDCr:

L G-CM aecepts said fimda Into G-CM'I TmdiDg AccouDt after WIif}iDs that the
fimds an: c1cID IDCl clearecl darauP the U.8. Feclend Reserve.

b. G-CMarden the delivery ofMtN(s) tbmup the Bank.
c.. The BIak Ids on the order ael delivers tba MrN(s) tor paymeat.
d. - Usia. its clicut's tlmdst·Q.CM. puIChases the MIN(s).
e. As • tbnotiou of delivering each Note for payment, the Bank wBl verify ad

autheD.ticate said Note. Each- Note wlR have title amd rqistnltian 1lUIDbers

_pm~L ~

___wh
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f. After each Note has becD paid for with G(;M's ctieaIs' 1imds, G-CM will
sequentially sell same Note to G-CM's CODIr8Ctecl sccoodary market

.pun:hasel(S).
,. The clifferaco betweeo the purchaseprice _ saleprice wm be diICriIJaIaIatG

CM'. Older. SaicI priciDa is conao1Ied by IDIIIbt concIidoas lit tha time or...
_ the total allowable perrceIdap ofG-CM's profits Is supaviscd by the u.s.
Pedeml Racrvo.

'orand 011 bebIlfofAP, Q.CM will eD8IF Mr. VIaemd BJIil-BIowD to haadle SODIet or aD oftbe...
acdvitieL G-CM wiJI schedule IIlcI make data, andfor wce1cJ7 reports to AP l1epIdiDa curreat acdvities.
total D1IID1x;r oftrades coacIucted. mtidpated ptOfits, JeaIizecI profits, ami fidure projections.

6. Pmfit DJstnlPdOD, Profits shall be defined .1bndbaIaaces dud: remaiD in the Tmding Ac:count
afI8r all mquisite BalIkCbqes aacI Fees have bccD paid. Alta' the initial Pour Million u.s. Dollars of
profit Ills been paid to the order ofAP. the remainiD. and subsequmt profits tb8t are paid to G-Ors
TJaIIiDaAccount sbd be dlsIributecl u follows:

6.1 A tepl8Dd_efee offttly '-is pobds (.OOSO) per muad tum purcbase aDd 1
aale (lrIde) shall be tetaiIlecl and/or dIstrr'hutecl It the order of G-CM prior to IlI'¥ other '
diatributfoa.

6.2 After the above lepl and edmiaistrativc fee has been~ teD pera:al (10%) of
pro&ta on each trade will be distributed to the order ofMr. Ellis-Brown as compeasatioo for his
~manasement and/or suidanc:e In the_onofthe Trading Account.

6.3 After pIIYIlWats retlected In (6.1) 8Dd <'.2) above haw been distributed aDdIor aDoaltecI
tor distributioa, Mr. EUis-Brown will be paUl IS% of the remaining pIO&s OD 8ff1 tmdcs
c:oncIuctecI OD behalfofMr. BUfs.8rowJl's OWII CUcnts whose fbDds are usecI for tradiDa.

6.4 Ak ppadS zet1ected in (6.1). (63), end, If WJiclbIe, (63) have beeD III8de. the
remaiDiaS profits will he equally divided (~0I50) betwccnAP and G-CM aDd sbaU be distnDutecl
at the order(s) otthe respective PartIes.

It is .demtood by the Parties that the majority ofall profits must be used to fund worthy projects
that Dleet the approval of the u.s. Fedem1hserve.

7. Iem-Fees. G-CM abaft be IaPOftIIbIe cmIy fat those taxes and/or foes tbat arise 80m the
eclmiQislratioa of the Tra&&aa Accoum. My taxes due on division ofprofits that is IIIIde mCODDectioa
wItb. or ill ICIdidoa to those IJdpuIated bereiD, shall be the ft:I)MJIISIDiIity or the Pady to whom said
_ is IDI4e aud ID1IItbe takeD Into accoUDtprior to 8IIY such distrIbutioD so ..DOt to aeate a tax
bunlcn for the other payees.

It Is lIIlderstood mel agreed between the Parties that O-cM has CDtered into this A8fecmeat with
aood &idlmd bas exbibited such to AP. G-CM apees to U8e its best etforts to achieve i1s _
made to AP in this AcreemeaL AP agrees that G-CM cannot, 8Ild sbaIl not, be held liable for say
\9rCJDIfbI act or omission by any person~ to this Aareemeat that is beyond the ccmtrol ofG-CM.

____wh
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AP apes to DOdfy - fOl'eftr wmaat aocI detead G-CM'. right aod ealitlemeut to its share or dJe JIA .
apeeclprofits, 81 descn'becl hemiD, to APts beirs mdlor88lip. -'1/'

T.BB pA1tTJBS bado by theirsigmdUles have DIldo1bisApocmeat QD dtedate first wri1tea aboft. -;~

OLOBAL-LINK CAPITALMARKETS. L1D. - ~
1tepRIenrecllly uJ

~
W.1. HerIsko,
CbairmaD aad ChiefExecutive Ofticer

~\J

PaFSofS



,"

FROM : GL.BsAL LINt< PHONE Kl. : 713 ssg S814

LE'ITERor INTENT

Aupst 15.1998

K.s. HarriSOD, ManagingDkector
Global-LiDk CapiCaJ MarkcIs. Ltd.
Kellog Tower
601 JetfersoaStn:et Suite 320
Houston. Texas 77002

Dear Mr. Hauisoa:

This Letter of Iatalt is issacd by AIm Palmer. ID IadiriduaL acdDs fOr aud on bcbaIfof
GIobal-LiDk Capital Markets. Ltd. aDd her 0WJl bobalt; with U.S. Passport Number
____________~. with full IepI respoasibility" UDder peaaIty of perjury. to

f\md the acquisition cost of a Special Tracfing AccoUDt to acce'lDDlodate Olobal-1JDk
Capital Markets,. Ltd.'s participation in a major Swiss Bantcts private placement of
medium totm notes (MTN)., Laser copy ofpassport photo page is CDCIo8ec1 as Exhibit
"Aft.

Said fimds are available for Immediate
_GUIlt

placearcDllDCl ale CUII'OIItly in Citibank, Loaa
Bcad1 California. to my order, iD.. tho of($4, OOO~OOOUSD) Pour Million Uaited
States Dou.n. iDoludiDa zespoasibJe blDk oft1cen cooaIiaates for veri&ation ancI
audJenticatioa, is eacJosecIas Exhibit "B'-.

It is IDlderstood and agreed that the rules of fIR. 3723 and lIOD-eircumVention aad DOD

discJ05UrCt established by the IntemationaJ Chamber of Commerce (lCC) Paris, Franoc
ICC 400, SOO and 600, &Ie incoqJOrStecl herein by reCetence.

I coDlinn aDd aclaaowledge that neither a buk, nor anyone aetiq OIl said bank's beba1£
bas solicited me in my way and furthermore that DO cIocumeat I shall receive sbaJl be
deemed to~ a solicitation of1\mds in coDDeCtioa with aD invesamau

I uadastaDdthat the majority ofaU eaminp must be used for charitable causes IS weD as
hllmanjtarian related project development

Facsimile documents, when properly endoJsed, are hereby declared to be 1reoted as
origiDals, and originals may be obtained upon request.
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ASSBTPURCllASBA_

ANN PALMER AND GL08AJ,.LINK.- CAPITALMARKETS, LTD.

!his Apement dated this day of ADBUStt 199& by and betweca ADD PaIaIer) ID
~ acting· for IIld on bebaIf of herself;~ rcfarcd to as ("ScUcr") ad c-AP"). aDd
Global-UJak Capital Markets. Ltd. hcrciDat\er re£eaed to as(~ lOaether bereiDaftaa referred
to as ("1be Panies").

llIClTAIB

WDRJAS, G-CM cIccIares that it bas acoess to a 'nIdiD1 .AccouaC in UDiaD BalIk of
_(UBS),1Ild .

WIIDEAS, AP dechues that she has Four MillIon u.s. Do1l8ra (S4.0M). reprc=ICIltias c:lcam.
clear fimcIs ofher own that ItO a\laiJabIe and that site has aped. subject to~ 10purchase. feR the
DIUtU1 heaefit of tile Pardes, said.Trading AcoouDt i'OD1 UBS, accorcIiDc to the terms aad coaditioas
coJitaiaed 10 that certaiD OPERAlING AGIUmMBNT BETWEEN ANN PALMEll AND GLOBAL
LINK CAPITAL MARXETS, LTD.

NOW, TDUFORE, In _ oftha mutual ropresealatioas. wammties, ooveD8DtIlQCI
asreemtatI hceiDdcr set fbl1b, aud subjec:t to tho t8nDs ancI CODditioDs ... beteiD, die pacdes do
babyape II foUows:

III CC8IicIeradoa ofd1c IIIUIWII~ODS, wammties,~ IDd~ hereinafter
set forth, aDd subject to the terms and condilions stated herein. theparties do hereby agree as follows:

1. Ill!:. Seller asrecs to sell, assip, traasfer and deliver to Buyer aU of Seller's tiablst
title. mtacst in that certain baDk accouat ita UDiOll BaDk ofSwitzedaDd, refaencecI and iclentified fa the
OperatincA~ that WIIS made~ the Parties. 1his.Apeaumt shaJI iacJude, but Dot be
limited to, aay tiuure eamiqs duIt would have beaD clue and payable to ADa Palmer after the etrecdve
Closhas Date. ia cxcbIDSO fQr cash as haeaftcr set

-801.
fod:b, and to forever defi:mI Buy.·s ripr, tide aad

intaest in aaiclbaDk accoDDt to Seller'. hcin aocl

2. Pumbase Price. Seller's rights. titIa. iaterest in that certain bank acc:ouat in UaiOCl BalIk
ofSwitzerlaDd. au,er asrees to pay to Seller 81 follows:

a. On the CJosiDa~ One HUDdn:d Million U.S. Dollars (SIOO,OOO.OOO) in cas1L

b. ClasiaS Date is defiJled as the sd1edu1ed meetinS betWeen the PartIes to take place wiIhiD
ten (10) bnking clays followina the ihst day after the Company~es a total distn1Jutiou of
srosa profit(s) into its TradiDS&coUDt that.equaJa or exceeds Bev.. Huodred JliftyMiDioD u.s.
DoUan ($150,000,000) aDdIor when rho cIimibutioa. made to the order ofADa Palmer. meeIS or
exceeds 111ft»HUDdrecl Fifty MilUon U.S. Dou.s ($350,000.000). whichever comes fiat.

c. Notwitbstalldias mytbias to the eMtr8r)' sbltedhereiD, tho tota1 sum to be paid to Seller"
pursuant to the terms and conditioas ofthisApeemeat. shall not exceed $100,000.000.

~.
\
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d. Puauaat co thai

sudl_
certaiD 0peIadDg Agreemeat Iefeiaced above. my tIxcs duo 011 said

purcbase !bat is IDIdc ill .....-cdoa with, at fa addition to, those sdpul8lod mJ*IFIPb (b.)
above wm be1bc napaaaibilityoftho Party to wbolD aaicI disIribudoD is made _ must be I8ba
iDto ICCOUDtprior to aay so 81 DOt to c:rcate atax buaIeD Cor the otherparty.

This~ aDd 1be JepI ze1adoDs between tbo pIItb herem sbaIl be perae4 br. lid
CGDSIIUecIcxcepc,.....ill 8CCOIdaDc:e db, _laws oftbe State ofCaIifomia. This Aarecmcat sbaII DDt be aJtcrecl or
emended to au iIIstrumaDt bl writJDs 8ipecI by both altho Padics hereto.

11m PA1l11ES hereto b)' 1bdr slp'nr. baYe IIIIde dda~ OIl die datt: fiat wriaI:a
above.

GLOBAL-LINK CAPITAL MAlUCElS, LID.
Represented by

W.I. Herisko.
Chairman mel ChiefExecutive Officer

2of2
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Solicitor ELLIS -BROWN

• btbcrtbrd Houtc
1<.8. Marrllan ESQ., TheStra:t

GtebIt·LJnIC Markets lid. Ba1lJay
MatSuaca
U115PCFAX 001 713 _ 8814.

Tel 01444r••
Faa 01444 8I208J

181h August 1998.

Dear Mr. HarrIton.

Thank ~u for your letter of 1411 AugU81 and OUt lUb8equent t81ephone canvensation.

There 18 one matter whICh Iwould Uke to mendon before refen1ng to the points Of our
converatlOn and your.'. and I mentiOn It because upon reading pltlS 1,2 & S of
your letter onemfOtU gain ". Imprttlllon that you are N88rvlng the right 10 allOW me
to fntraduce fUnd' IMO the account. That I. not the Gltuatlon pertaining hera. When I
approached Mr. Motley to offor partIcipation In thle facility 1& was on the basis that he
or w1108V8r ho brought in would acquire the bGndlclai ownerahlp Of tho account by
regl8lratlOn and would also be able to bring in funds and engage both the providara
ancl purchasers of MTN. with a view to making and receMng the profits Into the ac:count.
I allO suggested that I receIVed 10%-Of ttle prafltl whIch he made. UICeWI.., It wu on
the bail that I broughtfundinglnto-ttt.·aceatftand·co~th. providers and bU)WI
and par1tQp1lUld fully In the purcha88 and Ale of MTNs. with *view 10 making and
rtcttlVIng proflte Into the account. I allG lugg88tlld that he ar whcMlMlt acquired tne own
erlhlp of the account reoetJved 10% of the orofltl Which I made. The object of tht8 was to
oRer him protoetion·and to provldm Incentive on each 81(10 ta LI9& 1118 account to 1m tullast
capaoity.

However. with ragarcI to your lettQf I de Indeed In\and to dowta my tlma and attention
10 the operation Of the account and having-prepareCl for tnt, 8\t9nl cart 18parata from
my current professional duIea at \t8fY ahort notice. I~eet that, in accordance with 1118
proposalS In your Ie. that :

, • Iaeelst you. as elgnll1Dry. 10 that you pattlelpate II muCh_ as P088IbIe In the
P & S or MTNe 88 previously deacribed far which I WOUld reotIw , ewe • Indicated
above from maltera completed by you. I underatand from Mr. Mottey tnat hIe client
has a very substantial amount to Introduce. That would come from your side ."d WOUld
entltlo you 10 rGC9Ive 80% 01 the returns to th~ llC=unt. 1can anIst you by finding 'hB
ptOViClero and alao the bUyers. It you are able to find your own then thm will Of COurtzfl
be whoRy ac=aptabla to flU) and In occordanca \./Ith th9 gan~r~1 JntenlionD fOT beth of 00.

2. I Will arrange for you or your approprIato per80mol to ba a signatory and to train
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and guide you Dr that person to carry out 1he8e 1dIvtt1...

3. Aft8r training and rollowlng tne Iigl1lng an or thl eI1er sig..tory t do net think
,& wUl De necessary far addItionaIlUma 1Gb. plld to me. , will be dOing my own buIin..
and receiving 80% of 1118 profits from that aetf~ ( Nt&' I GO think ftOW8V8r that the
10% /SeNt lhlring needs to be put Into an agreement as I expect ttwe will be eome
refining needed. where fOr example, 1M party introducing. the U1d8 • whether that be my
ClIent. or~ •hu negotiated. retum fot hie proj8Ct8 \VhIch Impinges on the net
retutnI tor appordonment between us - this however can be WOJtC8d out quite .1IIIy )

With regard to someone taking reaponaibUlty, I canflrm that I am prepared U) dO so on
111 following bGaia:

a.) I knOW and have tho rclationGhlp wllh the person mendaned who rlas the
knOWlq& and o>eporten= and canto.:
b.) I have carried out my own duo dUJpnco and am peraonaJJy 8a1JlftGd that
the payment or $ .t Mwil obtain ownetIhIp torhi payer or the faclUly: end bt
tt will becOm8lC11vated upon my SIgnIng; andlhat It WIll aI80 become operalonal
In 1Mt It will be ueed"for the purpOl8ll referred \0 In our correspondence and wiD
proyfd8 1hG returns which will be applied fttItJy tD the return or nlflmd of the $4M.

I therefo,. propose that in acting for you In1ft, acquisition Of the IICCOlIIt that I GO so
• your la., tOt ttda purpose, and that I take relpOftllbiltly for applying the fund8 tor
thl8 puroha..at WI price, ensuring that I aativate the account. and make It operational.

r-" and that It II immediately U88CI for the P& Sor the ..curlU_ IntendlCl 8ftCI that 1hQ
.. profits are UPP"8tl1n 1M flrat Instance to tt18 Nfund of the $ 4M. For this purpoee and

to ensure it is a full professional CJbIlgallon undel1Dkun by me that r Ihauld charge a
reasonable proreulonaJ If modest fel.

I also propoee telephoning Mlnilinsurance. WhIch provldea me with additional
pcOfellfonallnsutance cover and WID I88k adcItIonai cover for this sum ( '-4 M)
and~ CtNer for this purohUe WIth I_attendant facu1U8s as IIIt8d abOve. so
IhatsnouJd my Juclsment on these matters belnaorrect or my aetIona fall to cbtaIn
the fUB faCll1ly Intended It1en I.hal be liable In I claim for negrIQ8ncefor 'allure CD
obtain what the buyer InGttUcted filO ~ ac:qyito as part Of my InatrueUonI. At 1he
concIUDIon of the acqui8ItiCn and wntn 1tIO account has been shown tD ba activated
and oparatlonal and~ the praflta In the accounth~ rer~A the $ 4M. then
Ih8 IlabfDty muse be regarded as having bG8n discharged. Ill8 fton my Imsntion 10 devote
my time anCIlUenllon to the operation of the account not II a aallc:itor bUt 88 •
signattq and auch uei8t8nce wNcn I rende,. to you will be, .1 PNVkwIIY inclicllted,
wlthaut obIIgatian. I wauld augg_ Nt th... further m..... are put Into an agreement
b81WtIen Ulsa IhIIl you are In no daubt about my wftllngn88e to help you. I hI~ In f8e:t
aII8ICIY drafted an agreement and have sent till. to Mr. MotIoy.

,erredIt thue matten can ba agreed. I mUGt aak you to confirm that tho funds Will bo trsns- .
by priority SVJIft. with lame day V81us Into my cflent account on Monday

, 8tn August agnlnet my undortaltlng and this prcpoam.wllh a vtew to mo transferring
tn3 ~lcI sum fa tn~ SWISS Bank bnmmdfatsty as th& facility win not~ laft avatlable
UnI8:efayment III now made. Ptease lit me have your rBDpOnce.
You 0 reI~ Jt'

'* ~\~.;-p~.
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DRAYTON.ASSETSLTD
PrcMnzial&trde :3
SH2S Unna.,Maalen Tel: 48.177.268.5780
Germany Fax; 49.230.568.890
• ,' ' I I '.u. III t•

,. (oo,000USCס.ס10' CONFlRUA11ON OF FUNDI FOR P'RIT MTN
I'LACIMINT MI WIIK IN 'Will lANK ACCOUNT

DNr Mr. IlWrvwn:

".. let thI, Lettw eerveto oonflnn our telephone convetI8tIon CJf
IDdI)' WhaWfft we IntormIct~ thIt our CIIInt. Plo. HOkIIna. umIttd. called ft'OIft
MontI CartD to confirm N • 1100.000.000 U8D PllCement wa. now ready for our

r-'. dlltcifOn.
'.

W. hav. _n *l'JlMM by the PIfnoi,. of PUlar LImbcI to
m..e aeco_ un HoIdInI~

With 111.". thII wwek wNn _ over tNt '100.000.000 USC either In
LondI:tn or In S\Nftautaftd kt yOUr AJOOmmendItIoft.

. Th••a, Wf reQUIIt Nt vou ....MvI... to the TIme ,,.,,. for
the cornDIeIan Df the••.".Of _ 1100.000,000 USD In lerma. of the MClYIItfan
of the Iwf-. lank AaOOunt " per OUt oommunlcatJDnl f*Chaftgtd willi Mr. Sam
MtnfIon It aI. We UIVItratInd tam Mr. Hen1Ian that the TrIn* of the InIIIaI
Contldendlon 8hOuId De~ In tt. McandIy lulin... Dey, CIflfbrnIa POT time
Iftd~, our wIIh II to brI able to oonetude • Pr.cement for PI'. HokInge
IJMIIId bY thll

,....
PftdIY.

eoN_thll Letter .. our '"UMt to orpnlze and~ .It
inti..with tht obltGtlveHotel""of atrIt MTN TIWIIICtIOn~ oonci.Ided Ihll week
on bIhIIf of 01.1' Clint, Pmar LftftIt8d, wilt ..,.. addlUonlll tra.-.ctIonI to
follow per aooum.ntI to 00",. forWInf liter tedev •• noted. we thank you for your
'-", In MttIng _agenGuln moten to aocamplleh nm.ty activation ofItMI account

JPY:mb
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DRAYTON.ASSETSLTD
ProviDZialstrde s
59425 Una-Muten Tel: 49.177.265.8780
GennaJlY Fax: 49.250,858.890
-II ... II ."'lCr eO

Auguat 18, 1_•
2:00 ",CIT '

M". MM HAMI80N
~CeJ'ftaI MMaHI Ltd.
HouIIan. T..

_ t1oo••- uu trnLIZATION FOR PLACIMINT IN UIII ACCT.

MO-'ORMA CAlM IILOW CONYIMATtON WITH..ROV
OLIOM AT '0:00 AM CIT TODAY

fl.
TO CL.ARIFV CAIN PLOW

Delre.rn:
,.~ noted, .... haw •~ NncIng by rot '*,000.000

uao to be utltlzed for trw" "..".nt In the U88 Actount -.cI1 took the time this
morning .to ., Mr. 0fI0n to vetY ca..rully. review our underltlndln; of the IXICt
STEP IV 8TEP- PROTOCOL leldlnl to • P-v DIy and for your private and
contIdtnttaJ IntormatJoft, I provide tilt foIlo¥.1ng dItII which you 8nd I will RE
CONFIRM together YIIth Roy Olton todI)' at your COtWIInIenoe.

Allum. a Clift' .... 1100,000.000 USO CASH 0!P0811.

A). $100.000.000 USD,. the mirdmum to qulllJlY for1500,000.000 usa
initial CIoeIng. on the purah8la orMTN lnabumena

A) TherafoMt we \\OUId be PURCHASING. 110O,000.000 USD MTN
818 theore8clt prIot Of 70% of FACE (mort or 11M) whICh II in tit
CII8$31O,OOO.OOO U8D.

lhat $100,000,000 UID MTN (or Five '100,000.000 USg MTN) will
rwNI be eaIcI to. PtftIiOn Fund (U.S.) provided bV Mr. Ror 0II0n at
the SILL PRICE Of 0094 of FACE (more. most ,_>WhJeh fa in WI
..S460.ooo.ooo USD.

The GROSS PROI'IT In "II~Je1ft_ II "00,000.000 USD pet eIICh
T,..,1IOtfan CIoIbI which .,nlllllIy tIIke lbout 5 to 7 daY' far the
.,llrto~~ untU the II up and NMIng.

I) ......110,000.000""*"USC or~~ I. paid tv Mr, EStIe-'rown It ., fat the#t
InClude the ptOVIeIon of the EXIT BUYER WhIch ia one

01 88\1"" u.s. PenIIOft·Fund8IhatUr. Roy OIeOn " aasDClated with.

F) 'to.OOo. 000 UfD or tow, Of the 81.1CY- ProfIt on thle Ciolino i. paid to
our entitIeS for further dlltnbutlOn accorcIIng to hoW yOU and I mutually
IIrM to 1tNatu,. • otven R«um On InYeltmer1t on cae by .....
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GLOBAL.LINK CAPITAL MARKETS LTD
PHONE (713)~2G
FAX (7U) -"14

PAX MEMORANDUM

PAGES: 1
DATE: Aupst17.1998
TO: Board olDlnafors W.J. BertlkG, Cltalrm..

GloW..J-Llak Capital Markeflt Ltd.
FROM: K.S. HaniJou
0: NegotiatioDS wi Tnuat OfBcer Oli SpeoJal Traetma Account

Partial Report

OeDtIcmeD:
I received ,Jetter from J.P. Modey Ilatbai tbat our first IDO Million U.S. Dollars (SIOO.OM) hal
aIreedy beoft committed (or deposit as IOOJl~aooount is"e. AaumiDa tbIIt be is ocmect. .~
we wiD be abJe to begin trIIdius within S to 7 baDIdila day. followin, acdvatfoD ofsaJcI- ttCOOUDt.

Sued on • wry COIIIelVadve esdmate ot20% poll profit per trade on SIOO.OM, total subscrlption
ofSS.O BOOem DoD..., aod 5:1 Jevorep on loan to value on auetI tradiDa:

A. SJOO.OM is the minimum to qualify tor S500,OM intdaJ P&S on tho lint 10 week cycle.
B. Pleue remembot that the figarea below ret1ects 1ft iDitiaI cIlttn1Ndoft to the iavestor who

provides tho $100.0M. ThIs party will expect a very healfby return on hII mOJ28Y. and is
kDowleclaeable on tho taUS. ofproftts available. Therefore. to be VIJrY-.. I woll1d
recoauneaul tbat we build into our proforma 811 adjusted gros8 uet trading profit of'i'! OD
arose traeliDSprofits AS SHOWN BELOW. _ &G-

C. Assume SSOO.OM tacevaJue@70%offace(moreorJess)wbichillthlaCIM iI S350.0M.
D. Roy. Olson has 8 commitment Uom U.s. Pension FUDds to purchase 55.0S f800 value @

90% offace wbich in thJI case would be $4S0.0M. ThIs represeDtB 20% gross proSt.
WEBKLynoms

E. Gross protit= $l00.OM agreg. profit (on SSOO.OM face) PAS for each traclina week.
F. Adjusted sross profit- $50.0M 8gtpg. plOfit . ·
F. SS.OM or 10% Is paid to Ellis-Brown for his services (lets 5bps admiDiatration fee) _
G. S45.0M or 90% ofproftts is distnDuced equally between AP & G-cM (Jess ....4S bps adm.o-)

Call me with any questions you have.

CC~ A. Palmer
WJ. Herisko, Chairman Global·Link Capital Markets, Ltd.
].G.~ Oeneral C.o\lDscl OJobal·LiDk Capifal Markets, Ltd.
J.P. Motley, Trustee Drayton Assets Ltd.

~ 601 Jeffersoll • Suite 320 • Houstoa. Teus • 71002
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FAX MEMORANDUM

PAGES: 1
DA.TE: Augustl8. 1998
TO: Mrs. All. Palmer
PROM: X.s. Harrison
RB: TrmsmktalofDocuments

Mn.PaJmer:
VIJl1Iate yesterday eYeD. I received a phone caD A'omWJ. Herisko ill which he re.llyed to me
8OID8 Deedecl ohaDlOI mtho draft M()peratinsApement' and draft 4-Miauu.

or
ofM~. It It ED)'

lIIdentlDcIiDa that theso changes came as a result your co.nvetlldon~et ill same day with Mr.
Herilto.

AJ·. ~totl of labor. ) made the requested cbaDatI t9 1he 0peratIna A,reement and I asked the
8eaeIIIY ofour Board ofDfreoton. Mr.lohn KCmniece (who also serves as our General Counsel) to
make the requeatld chaDps to cbe )Kmutes ofMeetinJ.

The speclftc hlstrucdoa aJvea to me ftom Mr. Horiako was that a IeIIteDce would be iDserred to read
88 foDowa: "No authority is gjwn tor GeM-.ofticen to serve as sJpatoriet OIl the flCN'mt." t
failed to teD Mr. MiaDlece that ibis sentence wu· aU that was needed.

Mr. MJmUece. who i. very ~fbJ to look ~ tor out lnttrests md ally eYeJltuali1J, mistlkeDJy
thought that this directivo was describing a seneralleles. Dot th. specific wording required by Mr.
HeriJko. III: normal oontraet DegotiatioDs, his thlrlkiDl might have beenconect.

HoweYer, w. were WfOD8 IlOt 10 take mao IQOOUDt the JODa term, truIt reIat10ashlp that you _ Mr.
Hwisko have developed over time- TherefOre. pleuo do DOt bold Mr. Herisko respoDII1>1e tor our
error. He 10ld us oomctIy what to do. Wo simply did not pay close eoouab atteIldoD to tho dot8J1.
We ainanly regret our ineptitude and hereWith lit for your kiDd torgiveDe88.

While I have not had thC' opporbJDlty to meet you in person, I am looking forward. to doiDs 10 vetY
8OO1l. Baed on what Mr. Hen,to has told us about you. we at OJobal-Lmk are all extremely happy
and excited with the prospect ofworJdng with you in this ~garcL

•

co: WJ. Heriako, Chairman Global-Link Capital Markets. Ltd.
I.G. MiMicco. General Couasel GJobal-LiDk CapitalMarkets. Ltd.

~J Jetrwsoa .. Suite 3Z0 • Boutt.D. Tea. • 77002
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PAGE TWO.
p .. ". AI."

ThIt InStiel ContrICI whloh utIIIze8 '100.000,000 USI) CASH 10 be able
to tranI8d at 1800.000.000 U80"'CIoIIng iI for FIVE BtU-ION USD.

AFTeR the _ TWO fa THREE BIlLION USD Is used up atht .... or
uoo.aoo,ooo UIO ,.,ClDllng, the~I PlY! llWON CONTRACT
IIIJCtendId fOr nthIrFIVE BILUON USO"1CDDrding to Mr. 0II0n.

I) TheNIore. frOm tIah $100,000.000 OlD CASH DIPOSIT, rou~ be
.1* to concIua& ONI CLOIIHC8 PER WSEJ< at 1M..Of-'~1000
USO PROFIT~PIQmInt to trwettor) end An!R III COlts wnlch
Include the 1011i ProIt ('te) 10 Mr. BIt-Brown et II.

ConltqUentiy. It the AVIMOE RAT! of ONE OLOSINC PM VVlEK.
15.000.000.000 U8l) CONTRACT divided br 8800,,000.000 USC per
~would IndIcatl TIN CVCI.ES It _.000.000 lJ8I) per CLOSe
or 1000.000.000USD per each TeN WEEKCYCLE rat.", Depoett
011100.000.000 UlD.

I have ,."fIMtId th8Ie numbtrl \YIth Mr. EII"8rcwn and "
hli -greed with the~

0InIfu"
...WID • the exI.fl8lanl.

Ur. Roy Olton _JMcf thaI the Uke" MARGIN for ORCas PROFIT Wll'
be 28". PER CLOSrNO .", In "'" exam. ebove. the MARGIN tor CRees
PROFIT Ia _ at2~ to bII CUi_V.I.

When you

.In
Itttvt • !he Ofttot.'* wauId you ... be kind to 0111 me to

revIfrN thIe Jnformdon and oIhet__ wIll he IMP0ri8nl to cI1IQI8a In cIN1

Thank~ and , am ItIndInO by to....on all CI....

~mb
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S~r:t By: FULTON JI'O' 0171 499 6909; 12-0ct-98 18:03; Page 1/5

J8UpperBrook SIn:eI
l.o.acIoA WI Y JPH

ToJ: 0111 ~93 4233
Pax: 01?1 499 931 I

Sh.;,·a International S.A.

12 OCtober J998

Mi Bill Heri.ko
PALM SPRINGs. USA

NAD/PIII··:!

Dear BiI~

Please find enclosed a copy ofa letter J received from His Holiness Alexyi) Bi.hop of
OrekbOYI-Zueuo, and I draft letter ofinteD! that Jwill receive this week.

Upon receipt J will fax it to you.

11aanks and Bost Regards

.NJZI(J.~ 7
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GLOBAL-LINK CAPITAL MARKETS LTD
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FAX MEMORANDUM

PAGD I
DATE: October 13, 1998
TOr Bo.ftI 01Direeton W.J.IIeriIIm, ClaaArm••

GIobal-LiJakCapital Marketl. LCd.
PROM: K.S. Harrison
0: Schedule tor Commencoment ofTJades fa M1N Account

0__:

Veaterday. October 12, 1998 marked a Jdstorio da)' for ow compm)'_ OIl IbIt day, per Mr. Vinoent

MarIe_BIIIs..Brown we were ofl1cfally authoriacd by tho banking adhorities to briq Into GJobaJ-Liak Capmal
Ltdt. MTN tacJlity, Client dopoaltl tor _ill.. Ulldet the ourreDt pidlinea _blilbecl b1 tile

banklDS authorides, the minimum assets needod to estaDHab a oJ" tradina acootmt is S2.S BiIUoD USD.
n. minimum cash aUocation·for tradlD, is SSOO Minion USD.

On Monday. October 19, J wiJluavel to London to 1nterYiew th. Siptoty of 1ft entity that. accordina to
Mr. Vincent BJUs..Brow.a, meets these quaJiftca1iona. Mr. BIlb-Brown, who wnl be iDtroduciaa thiI
SJp8fDI)' to me, told me that this Sipatory la prepared to provlde immediate bank vcrificatioa of It least
S2.~ Billion USD and hu agreed to allocato the required minimum of$500 MUnOD usn far tradlDJ.

The followlns scbedulc or evellts oro tboIo that arc aeaerall, roquired to complete a IhIgie round tum
purobaso IIld 1110 ofmedium term Dotes. Thll a&emooa. 1 forwarded thJI KhocIulo to Mr. BIHs·8roWD tor
hi. n:vicw. 8Dd he bas _peccl to respond over the next two.. wI1h approximate IbM periods required for
each action.

'."",d4"
PrImary Buyer's FUDds Vttlftcatfon by 1sIWn8 Bank
BaakinaAuthorities' RmflW ofPrlmaty Buyerts Source and OrlslD otFUDds
PrImary CoIttraet for Total SubacrlptloD _ PricinSofMedium Term Nates (MTN)
ExIt C'.onuaet with a-CM-. 8ecU2ctaryMarket Buyet(.) for Purchase olMTNts
Bloc1roDicnaaster ofPrImary Buyer'. f\Iads iD PIl)'IIICId for MTN'I
EJecrroaic Delivery ofMTNt. by B8ak to PrimIly Buyer-. ACCOUJlt.

_ bantiaS da)t(.) SeMndary Market Bu)'Gf(.) Initial Screeo Ver1IIoatioD ofMTNt.
..... baDkbla day(s) BlcctroDlc Dolivery ofMTN's to Secondary Market Buyer(.)Aoct. tor Paymeat
_ bIokiDS day(s) Sequenlia1 PaymOftt ibr Mm'. ro Primary Buyert. Acct. b)' SecoDdaty Market Buya(a)

601 Jtlfeno~ • ~..iC. 320 + Houto., T.... • '1700
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MOOK080KA1I fi4TPltUXHJI

OHHOi\4ALHAH KOMHOOHH
no 9KOli~MH'I80KlfM H ryNl4HHTAPHLIM 80DP004M

109172 POCCHI, r. Mo(lCall~ TH& MOSCOW P~TR1ARCIJATB KrCltyanskaya sq•• 10
1Cpee-r".IICkIt. B.a•• JU THSHOLV SYHODCOMJSSJONON THR Moscow, Rus.iIt IO!l17!'ruJ4taxc (095) 176-9381 ECONOMIC ANDHUltfANJTARfAH PAOBLEWS ·fcJJ1;1~ (095) 116-9381
_______ Hi __. r__

r 1

Sitea International
2& ceHu6pJl J998 r.
lCOJIH'IOCTIIO~MU: 1

Bro npeIK1CXOAMTeJ1I1CTBY

C3py AelUY Mecca

Bawe npeaocxollHl'CJllICllJO!

JJ.a ~p6Hltr ·HacrooRO.'"
BhlJ'l*8eM B8M caolO npH3HaTeltl»HOCTL :sa npe.ano>JCeHHI. up8Ac·raanclulWc

BeItH 81Jam IIlpeo 27 88I)'CT8 1998 r. npSHOCHM CIOH H3811HOHHR 38 HoxcrropyJO
3UOPIOCY 1; O11tC·"OM, fCOTOpu B.DaaHa P'UlON c06WTHI. UPOHCXOAJIutt'x 8 PoccHH. 0
ICOTOpldX BLI. lIUlHMO, XopoWO MUrlt0PMIIpOBlH.l.

Mhl nOJtTlldj»KJlICM CBOIO 38H11TCPecoBaIiNOCTL B OpraHH3&lUI" co.wecnlLtX.
pa6oT.It roTOBHOCTl.I< HameR c BaNK 100'Uloft ecrpe'10. nepHOJl c 1001CT16p. 1998 r .
• mo6oc yaoGuoe JUt. Bac 8peMl.

Mbl HlUleeMCJI. 'Ito J( )TOMy BpeMeHH yca,eeM 3aacpmHn ace
OpnorH31L\110HNWO H 4JMH8HcoBble DPJlrOTOBnOHMIK HameR COBNeoTltoJi
AClTOJIr.HOCTM. OT HMCIt" " C lIH'lHoro 6J111fOC110811DJa Ero CBRTeRwOCtBa
CaaTdmero JlatpHapX8 MOCXOBCKotO H Bee- Pye" AIleKcu JJ.

Era 1IpeocBJluteHCtao
npeocuuleHHCAwIR AnCKcHA
EnttCkOIi OpexoBo-3yeJlC1Ut1t

......:-::~.•~;~':". .'
."'..

'~ .~
,",

"........':-
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ijis Excelle.,cy
Sir David Massie
Sitea International·

September 28. 1998

Nwnber ofpages: 1

Your Excellency,

Save you Good.

We express our gratitude Cor your offers delivered to our address on
August 21. 1998. We bring apologize for some delay ofthc· replay lo yuu,
this was caused by certain evc1~ts which took place in Russia recently mid
which, apparently. you were weI) informed about.

Wo(:ontirm that we arc interested in 8al establishment of a collaboration
with you and we are ready to meet your good self personally at any
convenient date for you in a period after the 10'" olOctobcr.

We believe that by that time we will be able to finalize all necessary tor
our collaboration organizing and fmancial arrangements. On behalf and
with personal blessing of 1·lis Holiness The Holy Patriardl of Moscow
and All Russia Alexyi D.

His Holiness
The Holy Alexyi

.< The Bishop oforekh:;zvo-zue0 ..~

*.'. '. : . --L" ..IfI ..1 ~~
,. ~. ~~ --~-'

"

.
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G-CM GLOBAL-LINK CAPITAL MARKETS LTD
x.a. Barn... PRONE (713)~

MaaatP"1 Dlndor I'AX ('713) 15"""4

rAXMEMOBANDUM .
PAGES' J
DATIl Pobnwy 26, 1999
TO: Beard ofDlrect4tn : W.J. Berf.1eo, Ch.t.....

GlObal-UDIe Capital Mlrlcefa, Ltd.
DOM: K.S. Harrison
REI Contid8fttial Ust ofPersons, ptO,ljdedat request ofW.l. Herisko

. to.doD:

VtneeDt J.B. EIUs-Brown. Solicitor
Rutherford Boule, The SUeet
Bolcey,GB
" 1444881661

Roy Ol&sou, Liaison Officer tor Consortium ofBanb
· Rutherford House. The Street
· Bolney, GB

" 144488 J667

UDJfed Bank ofSwitzerland, Zurich ACCOURt omUrI:

Mko Porlezza, McoUDt Officer
Me ScbubeDe. AccoUllt Ofticer
IQotea Branch) Numbered .&\l:counts (Cque)
41 (01) 8J4 21 92

RouteD OffIce:

W.J. Heriako. ChaiDnan
60l1etrerson, Suite 320
Houston, Texas 77002
760-416-3284

IC.s. Harrison. Managing Director
-601.1eiferao1l. Suite 320
~ Texas 77002

· 113-659.6620
-.~I'-

J.G. Minftjece, General Counsel
S450 N.w. tu.~~·.i

Central Drive Suite 215
~t.:--l~. /Houston, Texas 77092 " .

713-690-5382

601 JetTersoD
°

0.. Suite 320 • DoUltollt
• •

TCI8f • "7002
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• If Ie OUR ·O"NA'I' .PLUa.ISUftJ TO l(A"a tltl OPPORtUNI'Y"I('C) cu),,-rA£f
110NoualliLI I'B011z.& ~, YQO Al2, AND 1M t'MtHlt.D LIXI 10 ACKHOlt.IDQIJ
!RI alest" 0' YOUI. or MAY 1~, 199'. UIU"
'nUMJc·vou···.. . nS'fMKMKfJ PAVQVI =t11

Oft ·YOrJR. .CI)Ulrl~Y. AND KJIP 'JlOJiIO~A',. ..

PLBA'B .AOC~..,.t OUR ar14~.1 AJ>O:AOX•• 1'08·.IJ'U DULAY' "II' icaPLY1KG
lOtI eOON .AN~ 'Oil 1.HCONVDNlf1NCA "HI t .a~tl~ IUS G1VIN YOU UCAUSft
In, J. R~I tiN I HAD »i·S~ OUT' 'BON 'tOYAUA II(.!MN'M.v..
'1'0 Sft ,rR~H1L,Y, WI HA\t, aBIN 1\t8~lltA8811> 'l'0 voun Ilk:QlJAAt TO
eONVS1T J!'Y INTO VIP ALTBOUOIJ ~tJll OC)lf.,fJ l\~aM IN .spy JHI'J'IA·t,)
to- O'!HlI POCUMlNfS

If

MAD LHTIK 0)' 1t.-1' lit AIJP SOUl· TIdt', 11'0 IIAJI'D
. 1~lt'tN(i RleB!1'1 "rTII A'PROVlL BY I"" '1 , ,riC-: • ITO t

)CORIQVIR6 U H.1\1I Nfrl' t'SC.8IVtJ) ANY "KoeaSb ;uarallA JM'OftNA710N
~H ill't' J. Ill.d.lONU'" lit"'!!) af NO!tYO· NANOrrAIfA P1.\'. ·WltfCJJI HAft 8BIN
01".JlII) ON 6~"IUK~MJ. 1981. YD IION!~ 9Jf· NO,,!,tlIlIIJl h, 1 la. A

~) B1il~O ~I" "a .oua
(4I

'tC) "lICIl- TAJ.lie • .t. HAD '0 IBtl0 I.lffJ'P 0' C'ItAMft ANI)
1~ .. DIBlaT ·O!~ DIlL- TO YOL\R Q1'PjOI AND fro MM. :-1. lr'f'NO BICAVII OF

TIlll J.IMJ'1'·~OJI_t)UR fNTRaWA1.c AVFA!U WKICS IS OUl-OtlIAT 113088".

KOIIVIB.".\1. PLiAl. 'OR087 Al..!1 AIoIn\iI\j,' IT 1&' IJLI,\loai: Op'
.1..

J".O.· Yob
'rqA" IN I SII VrLL 81'AS!.I TO COMrlOL TNt KYOlIA IaBN flNflll
"U" . ~IX! ABOUND. . .
Ilf 1HI .MIAN~iIlB, WI' ,\"W 'J'HV tHO TOOB'lt\IH A)QO'XII OI.IIHT _110
CQUl.D eoo,.tl\AtB 1'0 OUR ,aDaRAM A~ LlASf JPt 10 IJlf.I•. 1(1M .\f.1 YOU
ACCIPT. • ·

J..ATJl.
• f

07 CUUttHlt, "I WILL 1.IIT TOU DOW
t

.\J lOON A$ "~At\Y M TH,,.
WI COVill) COlffIROI PIO'ITI\BL~ BtUjJ Nf4AA WIrH YOU!\ IS'l'BllGD GOOD-
H~J.,VSY. · • • ·

. -J» ~lm ~l'.A~·I·i",e. wa RllfAtH

~.. ~

YOililo- ... 1., . a 1'-"'''
tNtJRPUM H~lfflD8
DICTA1'••V·

.
.....,- 1..- ~tft'8H.'

';', \..
."

, ': •... .. :.
.

··.t . ...- \ .
,
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u.s. RESERVATION
BANK & TRUST

(an Amarican Indian Financial Insritutlon)
PO Box I, North Antelope Rd.

Mlssi~ SD S7SSS

Date: Apri119. 200J
Invoice No. 10419-ANPA

Gentlomen:

For issuance ofthe followiaa CertIficate of'Deposlt evidenced by the delivery ora
Safekeoplas Recaiptfor same to Ann Palmer, 270 St Joseph, Long Beach. CA 90803 to
your attention Oft April 23, 2001 ~

Face Value

1042o-A..'lPA S10.000,000. USD

Total 510,000.000. USD

Invoice amount should be wiNd U'ImIferred on April 20. 2001 to:

BBDk One. Columbus, Oh
ABA# 044 000 037
Ale 11980211675
Credit: u.~ank &TNSt
AccountN_
Reference: ANPAOJ 14160]

Sincerely yours. J

U.S. Reservation Bank &, Trust

IohD M. Adams
ExeCUlive Vice-President
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u.s. RESERV.A,..TION
BANK & TRUST

(111 American lnclian Financia11Ds1imtion)
PO Boa 1t Nonh Antelope Rd.

Million. SD S7SSS

April 19.2oo1

Ms. Ann Palmer

Dear ~11. Palmer,

Pet your request ofApriJ 18. 2001 t we confinn that uPOft receipt ofyour swift wire or
ACH transfer offunds to USRB&T'. bank. Bank One Columbus. OH 10 account number
6800014000 Reference ANPAOl141601 on Apdl20, 2001, we will issue ONE (1)
Ccrtiftcate ofDeposit in United States Dollarl and deUvGl' a Safekcepina Receipt from Bank.
One. in the amount indicated below, in your favor 81 follows:

Deposit Amt,: $101000.000.00 USD Mature AmI.: 51.000.000.00. USD
Term: TWELVB (12) Months
Interest Rau:: Three pow Sevaol)'·five (3.75%) Percent per annwn, paid semi-annually in

arrears.

TERMS AND CONOmONS:

Value date: April 20. 2001

Condition: persOnal delivery ofSafekcepina Receipt ofBank ODe and a Certificate of
Deposit ofUSRST by an oft1cer or agent ofow Bank or by recosnized
overnight courier to you at: your
attention.

Payment: Upon written confirmation to \&B of the acceptan~e ofthe above terms and
conditions. you will wire transfer to the account specified by us in excbange
for the cet1ifieate of DepOsit and the safekeeping Receipt far the deposit
amount.

Withdrawal: In the event you require redemption oldie Certificate prior to Maturity. the
stated interest rate ofThree point SC\'enty-F1ve (3.75 %) percent may be
reduccci to a rate no leI' than the US Treaswy Rate fot T-Bills less ONE
Peteent (1 %) from date ofl!SUe and that you aJICC to allow thiftY days for the
effective date of early redemption from the date the request is made, and that a
writlen request IhaJI be forwarded via Gertlfled or Express Mail or other
recopl2e4 courier to us. Ten (10), days prior to the Maturity date" )OU will
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...
~53 4789 P.04

provide US with II written advice·8J. to \¥here the funds are 10 be forwarded or
your intent to exsend the maturity date.

Sincerely,

u. S. RESBRVATION BANK & TRUST

John M. Adams
Elecutive Vice PresJdent

2
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u.s. RBSERVAnON BANK /k, TRUST
LEVERAGED DEPOSIT

PROFIT SHARING AOREB~4ENT

This AGREEMENT is entered into this Nineteenth day of April, 2001. by and
between U.S. RESERVAnON 8ANK & TRUST. whose statuto.,' offices are located on .
tho Rosebud Indian Reservation. PO BOx It North Antelo Rd.• Mission. SO S7SSS aDd
(hereinafter refelTOd to IS "USRBTU

); and Ann Palmer.
(hereinafter referred to 85 -'DBPOSITOR").

RECITALS

WHEREAS, USRBT is deliroUi ofsharlnallS profits \Yi1h DEPOSITOR reJative
10 lJSRBT's pro-raca share ofproflu that are made 81 a result ofDEPOSITOR purchaalnS
a USRBT Cerdflcate ofDeposit in the amount ofTEN MILUON ($10.000.000.00) USD.
and USRBT'slevenp ofDEPOStTOR's fimdI. and

WHEREAS. the DEPOSITOR will purchuc a One (1) Year Certificate of Deposit
.J0420eLESH from USRBT o~ April 20, 2001 in the amount of TEN MILLION
(510,000.000.) USD. \\'hich is cummdy held on bebalf of DEPOSITOR by USRBT ~d
evidenced by • receipt for 8IUJ1O tbat hal been issued by 'USRBT and received by
OEPOSITOR; and

\\'HEREAS. the DEPOSITOR will receive Ul amount equal to Twcmty Percent
(200.4) oftbe &rOss profit senerated by USRBTts UK of said Cerliftcate(s) ofDepolit. and

WHERE.U, that IS profits are realized, distribution shall be made in accordance
with the machccl DEPOSITOR's Services AereemeDt with Olobal·Llnk Capital Mmcts,
Ltd. (G-CM>. and

NOW, THEREFORE. in consideration of these premises. and the mutual coveaams
herein contained. IDd other good and valuable consideration. the parties agree as follows:

1. USRBT wll~ under its RonDal banking policy. issue or purchase financial
InltnJments within the scope of 'A' or bener crediT rating fur such instrumenu.

2. USRBT. contemporaneously with the manaaed Certificate of Deposit. will pay to
DEPOSITOR Twenty Percent (20%) of the grou profit N81iDd and earned by
USRBT or the lUlled interest due to DEPOSITOR on the Certificate of Deposit
purch8sed by DEPOSITOR. whichever is areater.

2.1 In the event DEPOSITOR requires redemption of the Certificate prior to
Maturity. the stated interest rue ofThree point Seventy-five (3.75 0/0) DlAY
be reduced to a rate no less than the U S Treasury Rate for T-Bills less

P... l
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ONE P=rcent (1%) from dale of issue and DEPOSITOR agrees to allow
~iUrty days for the effective date of earl}' redemption from the date the
request is made, and ftutbor agrees to provide a wrinen request along with
a Resolution of the Board of Directors (if applicable) and forward same
via Certified or Express Matt or other rccoanized courier to USRBT. Ten
(lO) days prior to the MatUrity date, DEPOSITOR will provide USRBT
,,1m a wrinen advice as to where the funds are to be fol\\wded or a
statement ofDEPOSITOR's intent to· extend the maturity dale.

3. 'JSRBT further apees that during the course of this tran!SCtion certain business
information concerning DEPOSITOR shall be made known to USRBT and
USRBT further qrees to preserve DEPOSITOR's contldentiality of such
information and not uaethl. infonnation without the prior written consent of
DEPOSITOR.

4. DEPOSITOR further apees that durina the course of this transaetioD cenain
busiDeas informaUOIl ccmcemina USRBT sources shall be made known to
DEPOSITOR. aDd DEPOSlTOR further agrees to preserve USRBT's
confidendaJity of such sources and Dot use this infonnation without the prior
written consent ofU8RBT.

s. DEPOsrrORand USRBT 1\u1heragree that should similar additional trIftIICtions
be: UDdertaken b)· the Parties, the terms and conditions or this con1rlCt shall prevail
81 ~Ie)y determiDed by USRBT.

6. USRBT and DEPOSITOR f\u1her BlJree thai except as defined herein In)' and all
expenses incurred by the. parties shall Ix: for the individual accounts of the
respective partiea.

7. USRBT aDd DEPOSITOR further"8 that this contrlct shall be drawn under
u.s. Federal Law and in the event of any disagreement. shall be subject to
p.rbitndJon and shan be resolved under U.S. Fcdmll Law.

8. USRBT and DEPOSITOR furtber agree that USRBT will proceed UDder normal
bankinB policy and procedures 10 cptimite, on a best effons basis. DEPOSITOR·s
funds agrogaacd ",ith other bank deposits and invested It USRBT's sole
discretioD.

9. USRBT and DEPOSITOR funbu agree that Ibis CODtract cannot be assigned to
Illy third party unless agreed 10 in writing.

10. user and DEPOS1TOR apc that regardless of where sisned, this contraCt
shall be conaideted to have been signed at the offices of USRBT located on the
Rosebud Sioux Indian Reservation in Mission. South Dakota..
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11. USRBT and DEPOSITOR. further agree to execute any documents that may be
required by Law or to effeenate the in1efttion ofthis AgreemenL

IN WITNESS WHEREOF, USRBT and DEPOSITOR. intendina co be legally bound, do
hereby execute this Agr-..ement on the day and year tint above written.

AnnPeimcr u.s. RESER\1Ano~ BANK &. TRUST

ADD Palmer
Title: PresideJltl

Witness John M. Adams
Executive Vi~ President

Witness



Bank One, NA -*

Wealth Management
Mail Code OH3-4131
8044 Montgomery Road
Suite 152
CincinnatI. OH 45236

.,..
BANK=DNE
~...

April 19, 2001

Mr. John M. Adams
Executive Vice President
U. S. Reservation Bank & Trust
PO Box 1, North Antelope Rd
Mission, SD 575SS

Dear Mr. Adams,

This letter will confirm that up>n receipt of the sum of TEN MILLION
($10,000,000.) into your account from Ann Palmer, we will immediately issue a
Safekeeping Receipt to you in the amount ofthe deposit received.

Sincerely Yours,

I
\

/J--- I

/
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"SwlssDethaak" UtilizatioD Proposal

o,pDI11Ialt)' IlKlIlacIcINud

fa 1M prosramopponunity 1NG11hdrc &W very tow Ifany oppottunltlea tor the aeriou
sopWaticlred invoaar t1Iat allows J*Cidpation at a level Jess thad 10 milliondoDals. Y« tbete is
a vast uDiverse oCdIcse-smdu" iDvestOIS.

The problem is ofthe kpl agreaaIioD ofimds IJI\&X,. theserutin)' of1he PcdenaJ.Rc:scrve.
omw

018
\)(1. Coatrqll« oItbe CGrrcacyt II1d the SHe, to DIme a h. EadJ aaeaoy havina
~ and en»rr.canmt~ in ofpoallDg-otlDDllica __..........." UIC.

ThereSHID~ to CQJ11C hID two
1.
areas:
_

L The place \\Iher~ the coJkcleclmoaios are Jodacd
b. The IUSOn aDd raethod the monios wee coUeotcd

Due to &hese and..-. tbe US ReserwatioaBuk IIIcl Trust preseatod.. kIea1 simadDD.
Sinoc Ibe reader is iDdmaIe1y ,....with these de1aUs tbIy will DOt be expouadaJ~ albeit
SL~ 10 say that there alwa)'l should be • ~Plan 9" or back-up to a piece oftbls bnslDess that Is so
critical10 1be coaccpt ia\1J1vinc the"imd~or,,"

SwissDAbaat is aZuricb-blsed Swisa tntemct bIDk, a tbIIJ konsed S"-,-*.(sinae 1~),
~itha &st-ektssnput8dou inS"iss 8DIDI:iaJ merkClL In~~_
ir.lrOCluccd B1aoDIy AccOunII» maJdDg it possiWe, for _ !1st time C\Ier" ta OpeD a Swiss baDk
aecout oDliDe 10malmost anywhere in the \\(IrkS. .Berlidel o1IiriDa the famed saky and
p.i1racy ofSwissbaDb. these 8CCOwU earn moaey-crallket IDccrest raaes. with l1erY h of.
1CStrictiOas·ora IIDIDII moaey-Dl!l"Ut account.
S\\istDc:babkcoaaAt) (ItSwissDel~')is a ZuriQh.basec1 Swm.lntemet...apioaeer in the
ReId ofeleccro* tradiDc wilh a &rst-~_ reputation ill finMdelIllllbls. It WIll •
tbundiDa~OrD SOFfBX S\\iss0pti0Iaa IIIdPiaaacIal

S_
FaNIa~<um,'I

EI.JRBX). Sw..issaetblot is also • naember of the \'In-x. tho SWX hila 6mbmao. the Swiss
Bankers AnociatiDn. and 'the fimd-u:msfer S)-.temsSso_..E(SIS). Swiss JIIlerbank
CJcarq (SlCj, and the Society for Worldwide Inlerban1c PIDInoial Tdecoll!l1D1Di4;atioos
(SWJFr)
Jt.1 oIkes IUC loc8icd OIl tbr; BaJmboIilru1o 84 inZudcb. SwkzcrIaIld, ODD oC.1ICn'cS oentors
ofSwiss bInkina-
TheS'V~·S lJDiquerJea is tbat II is an JDtzrnet bank. Basiealy•• tOtaDy ekc:tronic IUKi
paperless instimtion ntjIjziDB_ samebasic bItItiIapdDciple.. 18 any other "repIar" baak. It
dccs- DOt .bowcYCrO. the sao: products as a tradfdonal "commerda1 CODi&1met" bat. (i.e.
....TMs, 1oaJG, f:NC!it .cards) It is hued more upon the IDelCbant iDvestmeat 'bmkclasllhus
ma1JDa it close to tlI6 needs ofG-CM.

/3
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FwHtI:AgropdeD

TbiJ patfcuIarpart ofthc SHB opporamily is wby lis poIeatiaJ_forUSRBT is
~
The colloc:don ofmmU~ at tl:c SNB·"ill b: easabIisbecI !n a Mast...Suti-1CCOUDI _thad. This
11).... is a common l)Ifam iD the Buropean community. The master a..'OOUD1 bolder blsWy
8GtI as tile~tI o11Jla1bnds Jodpr in the sul>ar:coUDII ked wiCb his ...... accoUDt. TbiI
do. iw ft\181&lOllllCCOUlts to be ....ar-pled"~ the D1IIIcr-aceoual bolder thus alIoq
tbr 1BIII:aOUS--..at itIvestom to bceome a. DK\Jor pool offmD. The 0JI1y hold. would be the
amouat ot... oppaIhIDily aeeds and the amolllllb bIDk canJepJIy pIaee 1I(JOD deposit.
It would foDow daat we could fhnD IS maay .......8CCOlIDts MIIlIC:eSIIJY dependent 1IpOD tho.

. I1lIIIIber ofadMtica ()!IIoinl OJ" popose4 • ~ liveD time. Ifo.~ coII8ptes or docs
DOt pcdnm the other opponuDJtlera 110 Got a&cted evea it l00'Mt Df1he pertiaip;aRa withdte\\·
tIaeir iUDds.
This~

but_
also IIJows G-CM to reIIize mae ofits uItiImIo _ bybeiDa.. to mow

Do the 100MatenI withco1IIcIec1 Ws aDd possibly buih1ina to tbe SOON 0Il1J8fePUd
acoOID1S while IDdWiduIJ cIcpoaIIoD closer to the pasoA81 wealth DeCI8SIIY 10
pardc:ipcc.

M....._

l'b=master ICCXIUl1l bolder 'NOaJd acmaII)' be dlaindividuat (business accoUD1S are D6t available)
dial v.vulcl estabJisb tho 'iaso1tfor beiDa."Ifa~ Jbads opponUDity ofJOM became
&\..we 'then tile....BQCOUl1l bolder would make sure dial tbcM VJere su8icimI sub-accounts
to make dw opportualy gWddiIIea. Tbis could be set In II10lian for CIOhoppodUDity pre_ed
with a muter aacaUDt estabJisbea a" each optNnity or ewe exceptionally Jarae account. lbese
derails have yet to be addn8Ied. 11»poccduraJ constructs could bt JW' oftbe G..c.."AI'Raave
PUBds DeposLeor connact.Therewo:~ then in a samebe DO real time~ oflbo
accoUDL 0Jace ts!abJsW. tho~ 1CC01lII hoIdrr can monIaor tho eccouat "live" at.,time.
'rae COSIS usoc:ia'ed with ibe mlUllJemear would acnaaDy be thnse '\1mk1l costs M the 1Ue8fcb.
~ aDd JDDDiroriaa ofthc 0D80iaa aCli\i1y. ThIs cost would be part oftbe file
_ \fridl the clieaVdepositot.

M....dlll

This..tieD would be marketed aJoaa the _ JIMa ti dial ofUSRBT _Ihc stuDderd
dicDIIUs model
ACi-CM oo.1U1Ckd elloat or a:w contacl woDJd be made awuo ofthe oppotldyaad iL,
rGIeIVC Jhnds aMare. Iufbcmadnn would be presented aJona with01_ details neceMaty about
the opportunity without meadoulaa the S'NB. (This iDfbrmatioawookl be pcsente4~ to
proteet the ndIdolllbSp betweeo the SNB aIKlO..cM..) ThiI

mmdatory
altho.pesemation would still DI:Cd tu~

ODe otpctSOaa! COIJIIM,'t KI'd Detwuddaa; as this appraacb. madiJie4 at dmas, is almost
ill this type fIDuciaJ~ nwkeL Until O.cM is 0Itab1isbecl in tis.._

sUUs the IDdiaa Bank Umae, it will be the c1eIired mstbod ofapproach to aboWl or~wn
potaDlial~with a newer aad~ produca.
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(tls estimated dldl die pctSODrlCJ uccessaq for this part ofO-CM wiI Dot be more. than 4 SDd
prohably not Jess tbaa 2 .-ilhe projected sales c~1e should be no more the 4 weeks to 6
weeks.

S1aDdard~'"

TIis is tbB easiestput otthl~ prolftUll- lfthe c1Ied wiD sip.&bIsic apeemeat \\'ith Q.
eM wh1l tho reJe\l8Dt fi=e~ and DOD-IDBatatioa. cIiscJosure. circuam:ntioaautcommit
the JbIds ibt tbD asreecI amo1lRt ottl!lz then thepaxIuct beco.... abu!o reserve ftmGIItCCOUDt.

No CD to purcJtsse, IDNrest Dcalculated ulida UBOIl by the hank, and aceountina is canied on
by die bat. This Is124hoar"oD !iDe" bank _ t1Icratbre the c:1IDGtIdepoBitor C8II review and.
veri'6'accoUDbl insb.atnnDously tJarouah tile iDtcmet.. This allrNlatea 10ft:of.prior COIICIms
ofthc ..saIi=tYotilmds".... The O1her concerns.. hIndIod with the foUowina infOrnatioa
..wiD bo madeiato amarketln; docUIlWl\r.
(8i1er: tis .,... is hIIicaIyesUh6sbed tar ft8Jr\e ibndI OPJ'OrL1liiitJesoDly lad in a"real
bIDk".. tbeapa_1O die ildivJdual depositor Is~...-chatoftbe USRBr depostlor
and we were able at DIIO time to attain 6MOM indepusits for USRBT _ had the SIIOmenIWn

collliltue<t could .lave eu.il7 uceeded the 200M mark.) Yaur money 1,safe in Switzerland.
especiaJtv clue to three ins1kutIona: b Swisa Pcdaa18aD1ciDs CoDlDislioD. the Swill NadoDal
B1BIkt" the·Swist B8Dkers AssociatioD. Tho SWiss FcderaI.8ID1dDI COD""iniaD is the o:f!icial
Swiss a-Ida8 authority. which isJn oharp oftbe supervllionofhriss~ Tho SWill
NadoaalBeak. tho oeatrsI bulk orSwitfMJand. .
Tbe Swiss Billiken ASIOCidblii the oBicis1associat1Dn ofSwtss bBnb. The slriagcm
repIatioDs and laws ill SwiIzerJIIKJ·.. weD as tile iastitutioDS 88 dacdbed IIbow parantec an
~Jy soUDd. safe, amcI traditioaa! baakina tDduBlr)'. SwlssDatbmk. wsupenised by the Swiss
FederalBeaIdaaC~ ... ita tepOrt. to the Swiss Natioaal Bamk, and is a member of
the Swiss B8PkersAaociatioD. Swfss.lu_PJiVICJ. too. is·.aKJ118 the 1icbtestm'the world.
Swbc:rIInd also has a JoDJ *oryof~ stahle political~ lUsh teelmoloaIW
kaow-JDw, anda WI)' strol1l currency.
OCher Benefits (asmadcetiD& po_.):

• JOO!K aa-liae 24f1••.JDBIa: instaat.aeoustra1HIctiouoraccoUDt iD\'eStigations
• Uti1lzatiOll ofdne Cllll'el!CJes (SIt) SurD, USD)
• Low costs•••DO fees for acca11l1t8 abow 10,000 Swiss hnts
• No minimum or DJalCiIIlQIIi withdrawal ..1DUftU
• Et&crypted ~uriIy.ad _ may be II"only to _ aocolml m.same: I8IZ U

the depositor
• The depositor eWJD at the sub-account owns the fimds aDd is the "betdciarY' oftbe
~

SpccialiMd Pretl...

Om ofdtc first~ or~DBl products" will be the ability ofO-C~1 to trade in
cur.rCDdes without moviD.a MOBeY out oftbe bank. Although a fuDetfoll of.G-Gi itwiD
aoJlCt1leJeu ptOdaoe aD aJremative reveuue SIream b the company u weB asthe cliaR. Ifthe
sysIem tbat is eurready iD dndopmeDtwlth C:..CM is time!)' thea its rep15cation _0 1ba: SNB
arebIlwiD be one ofcoordiatioa atune.
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OptfttioG

DepaIiIDn -
1bI4epositot would go damuah die usual procc&5 ofPOF. This would colltD a better thin uuaJ
source and hiItory as the SNB is exceptionaUy cautious in this area probably much more so that
USRBT _ especially iD the IiIbt ofroceDt ewDIa.
Oace approved tbD depositorwould be givedJe iastructioas OA wiriDI the 1bnds to SNBad to
which IIJb..I&:cOunt ofthe~ ICCOlJIIt The imdswould '-Iodpd there (or die ckndon of
the opponunily. TI:e dcposiIor would he required to prelettt O.cM W'rith a withdrawal account
outside ofSNB for the parposeaofaccumufatioD ofproftt.

G-CM:
G-cM woaJd opeD aMasler A«'OUDI in au WMduI1IIIIIe, probabl)' 88 aDBA. Oace 
master accoaat is opeaed it is thenpouaDlc to opa any number.wedoraabccoUDtL ThI:sc sub
ICCOUIII~ownen ofthe conaaiaed nmds are DOt to move the con18ined fim\Is.
OnlY tbe III8IICI' ICCO\Inl hoJda caD II1IIIIpuJue the &md& n.ctbre. COIIIIUJ of the "Iesaw
fUadst1 wiI be~ '" moaitofiD&. CODtrlCtualanus- lid acc»UIII dIDil by Stm. 11
abo (Ontrols who may pro\'ide cUJreDCY tradinI- These fimds would • be IMIiJabJe to 'trade
witbIrl the ar.count and bank in three cum:DCiC& By raIciDg acl~'ltap oftbc spread between Ihc
Swiss Fnmc. USD. and £UltO at_lf.I\'e time t1Hn is a potential pro& WDkr abo\1: aucI
be70Gd th.s_- rate.
G-CM would aced a secoad Master aCcount (Profit Dislributioa Account) for the mmsaission of
profits to the dc:poIiiors witbcIrawaI acc-ounts. The remainina profits would be able to be held or
4is1ributcd to other G-eM BCCOunts 'by wire 81._ time.

'Revcaue

Tbete.e aow:raI poteatiiJ !iOUlCeS ofrcvcaue fOr botb depositor..O-e.1\4 in this conf5g\nlion.
I. The ownlabt frsteNst
2. The eutteI1CY 1rBdiD1
3. The reserve 1imds opportlaUly
4. fees

The ovemight inreJcst would ))e. a straight throu.b ~o the depositor. h apposrs that the Swi:S5
iDterest calcuJadoM are C:UllentJy soDJe\vhat better1han thotf: ofa US and calculated. usinG
UBOR. plus. AItboagb IIOt II much u • client may tee in a CD or II1DI1e)' IDIrbt

ro
8CCOunL there

are no pcaaf1is lOr 91id11hwaJ. DO nqukemenr. or sUpuJations and instaat 1OC8S81O tbeit
acc:ouat statemeJds.

The cumene)' ttadiaB nMmUes could be accompli*d duo. Ibe honk aacl at mepIeuure ofth4
G-CM. Jury prdts.~edby rile Indira, would be spit 'With the muter ICCOUDt boklc:rby
colltrlldul ......-mCl)t.
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'OI8l'e actiYky ancI"~ control ,be tbtiDy of1he apportunity. tbe profit sharing with the
cli=at would be haDdsome.

TJao~. opaadoa,_,_ aud controlofUe SNB service made~ by G.
eM would Itwe fees and cbarps. A.dditiooaDy there 1WOu1cl be fees tor lIlY I'apec:iar' .me..
_ of~·1raI1inI accoUDIJ.~ iDstmments 1freq\lke~ etc.

EstiBded E~peIlclttune.teao-
The iailitIJ expeosee are tNt ofbuic "swnk." costs. These would have to be spread out iDto 1hc
basic fee srl'UCbUe.

PzoaraID 'Racarda...DcveIoPJlWAt: !be--hours. trawl~ aad misc:el1aDeous
(pOstaae, paper.~~ ICC.) to vaUdare aDd estab1i.....propam.

Polloy and PIocedIft Dewlopmem: MaD boon, consuItam costs.(Je&aI. European
comuJtaaI(S). 10 dtNcIop the proper IUd -repr' documents Dot only fOr tbe eablisbmcDt oftbe
JaIatioulip with the SNBbit widl1hlt oIthec~or. bIes aDd proceclurcaoftile
"Emopea8 bIDIdDa CODBIIUDItywiI Deed to be IdeDIUIecl and adhen:d t:O iI ptOCCSi as weD as
contracL .

Co.rporate Establishment: Involvelft1l1t oftbe G.cM BodofDirectors ad tbe
_ ofa IlL" domeati: corporadoo as WIllas thopoteatialcost ofouIsido IJoIrd
members. The developmeal ofcorporate commUD1catioal witb iDtemet savert intematioNII
teb:phonc and 1iataF to all other G-CM aetMtios.1lWI perIOtB'4...

Mav1eetiDa Development: MaD-hours ae4 supplies DIC8IIIIY to develop the U)ok and
coUattral DII1eriaIs.-y tor cJie.atldepositorpropam \IIUlerstandIDa IIId~
....atatioa.

Outaidc ConsuJlaDla: Audit .. This G-CM activit)-wiD be IUldiIOd aanuaIly by an
iadcpeddenf. *Bis 8 (1)" linnaad quarterly by our in ho\1sc: accounting with cerlffiratiom by ()ut
-idDI·firm. Legal ... Since tIIisparticuIer set DfoppoltUDities would IdA ill abaak tIICler the
laws ofa i1reisD COUJIby, G-CM would coDtllCt wiIh a 1ep1 81m at auomey w1tb the
speciaW~ oxpmtise~ to advise aDI.suide G-CM dtrouah lID) sitlUdiona that may arise.

Tberc would _lbDsc COlISora "pIesmed~ aature u.t wo\lld Mve. to he cL~1oped mto the fee
stnaetwe or-.,/ oppmtunity" that C'...CM pJactd iaIo the dicat ....TIIese costs YI012Jd mt
aeeessariIy be conaimaous or the auncb each opportunity aad therefOre would ha,,~ to be
~pportunit1 sreci&" aad researched and treated II such.

0pp0mDa1ty Eltab'i+mrm: TIM:~ accelSllY to~, validate. _ C\lntJact with
lite rnasactinaoppo~ ifQOt~ 8I'd die suIJsequeat coltS ofcontrae:t ptW..,adon lor 0
CM ad cliem U weD as the 8S8OCiated nvdaad coDJmUDic:atioD.

OppoJtUDityPr~Jl and Cliat .4.cquisitioa: This cost wooJd be nmrc than likely a
base plus ~mmiSSfOD 8lr diose people in Ibe fWd1ba1. Jnarket tho opportuDjty.lfthis is aD

agtp'eSSM opportuaity with IceS aIM C)'des. it Deeds 10 be t0111UdCd iuto the -opportunity
cost." Coavcneb·~ iCthe seD is quick WId easy this is also a colt coDtidetaUoll

Opportunity MaDaaemeat: Those cost ofa aat\W orpeaonnol to pro\ide aecoUnl
O\'C!Sig!K with wlllbMr support IDd CXJ'CIUIO kcm* a-.y be nccoRUY. 1'boae miPl iDoluclc-
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h1side accounting oversiSht. periodic lelaJ review. consulting ofvarious diseipliDes espec.~
for European situalioas.

Roydies: The ."rIl!vI' GaCM eDlity would pay aroyalty to the~.. company bued
upon I perc:emage il1at was fOrmulated upoo1hepsincome ofeach CIppOItUnit}t utilizing the
SNB s)'Stem with the exception oftbase thaI \vue strictly a-eM prosrams-
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w~ lifer CO keep tonfidta.ital ..Uioformation pl'OYided to Ut in &:ootictfnn
_ida 111ft aad aU future tND\ueti01l5 ialrociuM 10 mr/llS b)· ~·a·d Gbd ~·our

as,oclalfi tor a period of f1'·o yeah. Tldi uDdertakina applies .)10 10 tIl
tlstGcltled partiao their emplo)ttel .,,~laltitl a."AIIHS 01' desit!mtft.

Priat Name: Ann l'alln-ef

WitDeuocl By:

Print Wilno, Name: \\'illiam J. Htrbktt

Wit.... Plllp••rt Couatry "NUlnbtr: USA 150413920

Date: ~o\'c:mbcr 23, :001
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SoJlcltor

ltulhtrfOrcl Ho\ue
lam H.,rlton Eeq., 11\t Iftet
GlObal unte CapRI' Mark1t8
Ltd. WMtI-...IRI"PO

'1W OI444-lItoIO
)\x 01444 881011

ItIt 8tptlmbw 11",

OIarlam,

I~01*'" OOPIM or the aoooum oPenlna dOoumtntt Whioh t .noIOII. I leleta tnt
M_lOrOOp'" Of tnoN whlO~were oomplltICf but t\e diG not IUppl)' theal WhIch
"foUnd 8urprtllng and I have ,eked for theM to be faxed to mt. Given the •.". f
went to when I travelled to oDtain them, I wit tefraln from oommettt.

I: oonnrm that qOlbal Oapltal Mark. Ltd Ie "littered ae tnt DtrIOIIOIaf owner Of '"
C· a.wIt at the Intemlllo".1 "Ion of the lank.

aOOntioted the Inauranot agent again and haw _n adY1NCI that ". PoIIoV dooum.ma
ire being prtJ)ttld ·and mere Win b8 110 furthtr -_.

Plea.. let me know If Jo ,. raow p'tPari.. a letter. He need not adhere to the text or
""draft. I think It 18 ...."tlll for him to 81nd Me a litter deaftrlO with the mattttt
Linde' fIYIlW, I OIMOt Imagine him no, .'"1 In AlrMmtftt at -NIt-
Atbe"'"the time Jo was In dfaoueelOn \ylth you he adVllld that hi had an Mlttr who wae
I with U8D tt 8. HI "Ito had usa 700 awilib. from otherJ~•.- ,
have not he.rd from hIm, could I Ilk you Pltalt to contact him about theee Inveatora

,..Ift
arw.t 11M "'t know hie plaft8. Altern.tl~ Mil)' I now oatl hi",'

Illeo wllh to tlpa.1t to you serwally and wlll.'f you. "". tetter " dictated and II bel..
my tempor8ry .....

WIth Jcfftd ,.,..

roo.
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RYAli WIRTH
-... --

8-24-98· '".

Name of Benk ~ Union Bank of Swftz6rland.

Bank address : CH-2801 aiel
Awlb'orlnnd

••

CI..~ns number : 272.

Account number : f·

SWIFT Code :..ueSWCt-fZ26A

•

'RYAN WIRTH

PLEASE WIRE TRAJ~SFER $4,000,000.00
FOUR MILLION DOLLARS TO SUBJECT BAliK
ABOVE.

MY ACCOUNT l~ER IS

!~y SOCIAL SECURITY iWl.fi3EE IS
BIRTH DATE 1-2-16

TELEPHONE MtJl·1BER ~

.
PLEASE FAX COpy OF SWIFT WIRE INSTRUCTIONS

r,.
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IN!'2RNA'rJ:0NAL··.NnNWY..~TRANSBBll(US. BUS: 013 .
'DR: 138 DOLLAllS)

REFBRENCE.NUMBER 236003631308/24/98 CITIBAHK

ORIGINATOR INFORMATIOA UN PALHBll

BENEPICIARY fifoRMATfOR AmI P A.J.aIOiK
ACCOmfT, C

BENEFTCTARY sANk UNION BAR OF SWITIER.LAND

PAliK 1 OJ( 2

%N'rBaHDDXAltY DANK ABA'

SPBCIAL iNST1UC!IONS:

....• .-.-. ---,---_.. -- ......
SOURCE ACCOUNT: CHECKING
AMOU1'l'l' OF WIU: 4000000.00 BANl< PElS: 0.00

DATS OJ' &BQUBST: 00/24/98 CITIDANI( UP MUM I

BANKER:

cuatgme, «>Jf leek

OIttbankar: Dale: -
nne: ~H....:

CUUtlle= PlMIII:

FlJNnS TRANt:::FFR ClTlBANl.· .

.
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.5. Securities and Exchange Commissio
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SEC OBTAINS EMERGENCY COURT ORDERS HALnNG $88 MILUON
NAnONWIDE PRIME BANK SCAM AND PRESERVING ASSETS

On April 3, 2002, Judge Earl H. carroll of the United States District Court
for the District of Arizona granted the Commission's request for various
emergency orders to halt a nationwide, $88 million investment scam, and to
recover and conserve assets for the benefit of victims of the scam.

The Commission alleges in its complaint that the defendants, operating
from PhoeniX, Chicago and Houston, sold several bogus investments,
including "prime" bank investments, treasury futures pools and certificates

.of deposit (ftCDs") from a purported Native American chartered "bank."

the Court entered ex parte orders freezing assets, and requiring an
accounting, the preservation of documents, and the repatrIation of funds
and assets that had been moved offshore. The Court also appointed a
receiver to recover and 'conserve assets for the benefit of investors.

It its complaint, the Commission alleges that the U.S. Reservation Bank &
Trust (ftUSRBr), a non-Incorporated entity granted business charters by the
Rosebud Sioux based in SCottsdale, Arizona, and Global-Unk Capital
Markets, ltd. ("Global-UnkB

), a limited liability company headquartered in
Houston, Texas, raised $78 million through sales of an Investment
combining a "Leveraged Profit Sharing Agreement" ("LPSA") with an
uninsured CD issued by USRBT.

According to the Commission, USRBT and Global-Unk offidals promised
investors that their funds, while held in "safekeeping, It would be "leveraged"
to fund participation in "trading programs" involving United States Treasury
notes and -bank debentures." The Commission further alleges that USRBT
and Global-Unk officials promiSed the Investors that they would receive the
greater of 200Jb of the profits from the trading programs or the interest on
the USRBT-issued CD.

IS



The Commission daims In its complaint that, in reality, USRBT never
leveraged any investor funds for investment in trading programs; rather,
USRBT used most of the investor funds to make "Ponzi- payments of
interest and principal to the investors. In addition, according to the
Commission,USRBT officials misused investor funds by spending over $4
million on salaries, commissions and personal and business expenses,
including a horse racing stable and a purported casino development
company.

The Commission also alleges in its complaint that in a USRBT spin-off
scheme, Higher Investments Tech~ologles, Inc. ("HIT"), a Nevada
corporation headquartered in MUndelein, Illinois, fraudulently raised over
$10.6 million from at least six investors or investment groups. According to
the CommiSSion, HIT offered investors an opportunity to participate in its
"Capital Management Agreements- ("CMAsn), in which HIT, according to its
representations to investors, would use their funds to trade in Treasury
bond futures and then share the ·proflts with the investors.

In reality, HIT used only about 10% of the investors' funds for such trading,
and HIT misused· most of the remaining investors' funds by spending them
on its office expenses, induding rent, supplies, computers, office repairs,
pavroll, and travel, according to the complaint.

The Commission staff coordinated its investigation and lawsuit with several
other federal and state law enforcement agencies. The U.S. Attomey's
Offices in Phoenix and Cincinnati filed civil forfeiture actions against USRBT
and HIT, and seized $20 million and $10.2 million, respectively, against the
two entities. The Commission, In Its action, Is s~kjng, among other things,
recovery of additional funds from these and other entities and individuals'
Involved In the scheme.

In its action, the Commission named as defendants, in addition to USRBT,
Global·Unk and HIT, the following indiViduals, and characterized them in its
complaint as follows:

Edward J. Driving Hawk, Sr., a resident of Mesa, Arizona, is the
president of U5RBT, which he has controlled since at least May 1992.
He is the father of Leo and James Driving Hawk.

Leo R. Driving Hawk, Sr., a resident of Higley, Arizona, is currently
liSted as vice president of U5RBT, with which he has been associated
since at least November 2001.

John M. Adams, a resident of Mundelein, Illinois, was the vice
president of USRBT from at least 1996 to December 2001. While still
associated with U5RBT, Adams began raising money for HIT•.

Edmund J. Smedley, a resident of Harrison, Ohio, has been associated
with USRBT since at least January 1996. Smedley is currently a vice
president of USRBT.

Kenneth S. Harrison, a resident of Houston, Texas, is the registered
agent for Global-Unk. Through his associatiOn with Global-Unk,
Harrison solicited investors for USRBT.

William J. Hensko, a resident of Palm Springs,. california, solicited
USRBT investors through his assodation with Global-Unk.

Thomas T. Emerton, III, a resident of Palm Springs, california, is a



principal of Global-Unk. Emerton frequently communicated with
USRBT investors under the auspices of Global-Unk.

The Commission also named in its complaint as relief defendants, alleging
they were unjustly enriched through receipt of investor funds, the following
entities and individuals: Oyate Development, Inc., Oyate Enterprises, L.L.P.,
Ovate Trust, River Walk Development, LLC., Ringthunder Racing Stables,
Inc., HPHC, Inc., James R. Driving Hawk and Orpha Jane Johnston
(collectively, "relief defendants"). In granting the Commission's ex parte
motion, the Court also froze investor funds in the possession or control of
the relief defendants.

In its complaint, the Commission alleges that defendants USRBT and HIT
Violated section 17(a) of the Securities Act of 1933 (ItSecurities Act"), and
section lOCb) of the Securities Exchange Act of 1934 ("Exchange Act") and
Rule lOb-S thereunder. The Commission also alleges that defendants
Global-Unk, Edward Driving Hawk, Leo Driving Hawk, Adams, Smedley,
Harrison, Herisko and Emerton violated sections 17(a) of the Securities Act
and Sections lOeb) and 15(a) of the Exchange Act and Rule 10b-S
thereunder. In addition to the emergency relief granted by the Court, the
Commission seeks, as against the defendants, preliminary and permanent
injunctions, disgorgement plus prejudgment interest, and civil money
penalties. The 'Commission is also seeking disgorgement from the relief
defendants.

Unscrupulous promoters continue to victimize the public with Prime Bank
schemes. AccordinglyI investors are advised to access the Commission's
"Pri.me Bank" Investor Alert, which proVides tips on how to avoid being a
victim of these scams. The investor alert can be found on the Commission's
web site, at www.sec.gov/dlvlslons/enforce!primebank.shtml.

The Commission acknowledges the assistance and ·cooperation of several
other government agencies in this matter, including the, the U.S. Customs
Service in PhoeniX, the U.S. Attorney's Offices in Phoenix and Cindnnati,
and the Texas State Securities Board.

SEC Complaint In this matter.

http://www.sec.gov/litigation/litreleases/lr17459.htm
--- --- --_..... -
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MARSHALL GANDY
Attorney for Plaintiff
United States securities and Exchange Commission
Texas Bar No. 07616500
Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, Texas 76102-6882
Telephone: (811) 978-6464
Facsimile: (817) 978-4927

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

PHOENIX DIVISION

SECURITIES AND EXCHANGE COMMISSION,

Plaintiff,

V5.

u. S. RESERVATION BANK 81 TRUST;
HIGHER INVESTMENTS TECHNOLOGIES,
INC.; GLOBAL-LINK CAPITAL MARKETS,
LTD.; EDWARD J. D~IVINGHAWK, SR.;

.LEO R. DRIVING HAWK, SR.;
JOHN M. ADAMS; EDMUND J. SMEDLEY; CASE NO.
KENNETH S. HARRISON; WILLIAM J.
HERISKOi and THOMAS T. EMERTON, III"; COMPLAINT FOR

VIOLATION OF THE
Defendants, FEDERAL

SECURInES LAWS
and

OVATE DEVELOPMENT, INC.; OVATE
ENTERPRISES, LLP; OYATE TRUST; RIVER
WALK DEVELOPMENT, LLC; HPHC, INC.;
RJNGTHUNDER RACING STABLES, INC.;
JAMES R. DRIVING HAWK; and
ORPHAJANEJOHNSTONi

Defendants Solely for
Purposes of Equitable Relief.

COMPLAINT

The United States Securities and Exchange Commission ("Commission"),
files this Complaint against· Defendants U.S. Reservation Bank & Trust
("USRBT"), Higher Investments Technologies, Inc. (ltHIT"), Global-Link
Capital Markets, Ltd. ("Global-Unkff

), Edward J. Driving Hawk, Sr. ("Ed
Driving Hawk"), Leo R. Driving Hawk, Sr. ("leo Driving Hawk"), John M.
Adams ("Adams"), Edmund J. Smedley ("Smedley"), Kenneth S. Harrison
("Harrison"), William J. Herisko ("Herisko"), and Thomas T. Emerton, III
("Emerton") (collectively "Defendants") and Relief Defendants Ovate
Development, Inc. ("Oyate Development"), Ovate Enterprises, L.L.P.



("Ovate Enterprises"), Ovate Trust (nOyate Trust"), River Walk
Development, L.L.C. ("River Walk Development"), Ringthunder Racing
Stables, Inc. ("Ringthunder Racing"), HPHC, Inc. ("HPHC"), James R. Driving
Hawk ("James Driving HawkM

), and Orpha Jane Johnston ("Johnston")
("collectively Relief Defendants") and would respectfully show the Court as
follows:

SUMMARy

1. This matter involves a nationwide network of conspirators who have
raised as much as $88 million since March 2000, by means of two similar
fraudulent schemes.

1) In the first scheme, USRBT, through its marketing relationship with
Global-Link, has raised as much as $78 million from at least 20 investors or
investor groups in several states since about March 2000, through the offer
and sale of an investment program combining the sale of a "Leveraged

uProfit Sharing Agreement" (nLPSA ) with a certificate of deposit ("COl').

2) The USRBT investment scheme promised investors that their funds would
be held in "safekeeping" and would not be removed from the institution in
which they were deposited. ,Investors were told that the Pleverager

, created
by their deposited funds would be used by USRBT to invest in "trading
programs" involving United States Treasury notes and 'Ibank debentures."
Investors were further told that they would receive the greater of either
20% of the profits fro'm USRBT·s trading activity or the interest on USRBT·s
CO.

3) In reality, USRBT never leveraged any of the investor funds to invest in
any trading programs. USRBT's bank and brokerage records do not show
~ny profits or funds teturning from' any t'investments" in trading programs
made by U5RBT. Rather, a majority of the investor funds were used to
make "Ponzi" payments of interest and principal to other investors. In
addition, the Defendants spent over $4 million for salaries, commissions
and· personal and business expenses, inciuding for a horse racing stable and
a purported casino development company.

4) Based on the USRBT offering documents, banking warnings, and
information received from other law enforcement sources, the United States
Attorney for the District of Arizona (ItU5AO") obtained a seizure warrant on
February 2, 2002, for over $20 million recently deposited in a USRBT
account.

5) The second scheme involves HIT, a spin-off created by Adams, USRBrs
former executive vice preSident, in September 2001. In its scheme, HIT
raised over $10.6 million from at least six investors or investment groups.

6) HIT offered investors the opportunity to participate in its I'Fund
Management Agreements" ("FMAs··), which represented to investors that
HIT would use investors funds to trade in Treasury bond futures and share
the profits with the investors.

7) In reality, Adams onlV sent about 10% of the funds it raised to a
brokerage account for such trading. Company records indicate that, contrary
to specific representations in the FMAs, a substantial portion of investors'
funds were used to pay for HIT office expenses, InclUding office rent, office
supplies, computers, office repairs, payroll, and travel.

8) On February 25, 2002, the USAO for the Southern District of Ohio
obtained a seizure warrant for over $10 million deposited in a HIT account
controlled by John Adams.

9} By reason of these activities, Defendants have violated Section 17(a) of
the Securities Act of 1933 ("Securities Act") [15 U.S.C. § 77q(a)] and
Section 10(b) of the Securities Exchange Act of 1934C'Exchange Act")



[15 U.S.C. § 78j(b)] and Rule lObeS [17 C.F.R. § 240.10b-S] thereunder.
In addition, Defendants Global-Link, Ed Driving Hawk, Leo Driving Hawk,
Adams, Smedley, Harrison, Herisko and Emerton have violated Section
lS(a) of the exchange Act [15 U.S.C. § 78o(a)]. The Commission, in the
interest of protecting the public from any further fraudulent activity, brings
this action against Defendants seeking preliminary and permanent injunctive
relief, disgorgement of illicit profits, plus accrued prejudgment interest and
a civil monetary· penalty. The Commission also seeks an asset freeze
against Defendants U5RBT, HIT, Ed Driving Hawk, leo Driving Hawk, Adams
and Smedley and each Relief Defendant, an accounting and other incidental
relief, as well as th.e appointment of a receiver to take possession and
control of certain Defendants· assets and possession and control of each
Relief Defendants' assets, that were derived, directly or indirectly, from the
Defendants' fraudulent sc;heme, so that investor assets will not be further
di~Sipated.

JURISDICTION

10) The Commission brings this action pursuant to the authority conferred
upon it by Section 20{b} of the Securities Act [15 U.S.C~ § 77t(b)] and

I Section 21(d) of the Exchange Act [15 U.$.C. § 78u{d)] to enjoin the
Defendants from future violations of the federal securities laws. The
Commission also seeks d~sgorgement of ill-gotten gains from the
Defendants, plus prejudgment interest, and civil penalties pursuant to
Section 20(d} of the Securities Act [15 U.S.C. § 77t(d)] and Section 21(d)
of the Exchange Act [15 U.S.C. § 78u(d)]. The Commission is also seeking
disgorgement, plus prejudgment interest, from the Relief Defendants,
regarding all funds derived, directly or indirectly, from the Defendants'
fraudulent conduct.

11) This Court has jurisdiction over this action pursuant to § 22(a) of the
Securities Act [15 U.S.C~ § 77v(a)] and § 27 of the Securities Exchange Act
[15 U.S.C. § 78{aa)] and Title 28 U.S.C. § 1331. Defendants, directly and
indirectly, made use of the malls and of the means and instrumentalities of
interstate commerce in connection with the acts, practices and courses of
business described in this Complaint.

12) Venue is proper because many of the transactions, acts, practices and
courses of business described below occurred within the jurisdiction of the
District of Arizona.

DEFENDANTS

13) V.S. Reservation Bank· & Trust is a non-incorporated entity with its
principal offices in Scottsdale~ Arizona. USRBT is controlled by Ed Driving
Hawk and his son Leo Driving Hawk. USRBT was purportedly granted two
business licenses: the first, on May 12, 1992, bV the Rosebud Sioux Tribe in
South Dakota, and the second, on November 91 2001, by the Salt River
Pima-Maricopa Indian Community in Arizona. USRBT's office is located on
the salt River Reservation.

14) Higher Investments Technologies. Inc" incorporated pursuant to Nevada
law on August 21, 2001, maintains its principal place of business in
Mundelein, Illinois. Defendant Adams is its president and sole shareholder.

15) Global·Link capital Markets. Ltd. is a limited liability company
registered in both Nevada and Texas since 1994, with its principal office in
Houston, Texas. Harris~n, Herisko, and Emerton control and operate Global
Unk. Global-link is the subject of a 1995 CQmmission cease-and-desist
Order prohibiting it from committing or causing securities fraUd. Since at
least March 2000, Global:-Link has offered and sold the USRBT securities
and is responsible for making the initial solicitations and distribution of
offering documents and agreements to almost all of the known USRBT
investors. Global-Link is riot registered as a broker-dealer with the



Commission or with any state.

16) Edward J. Driving Hawk, Sr., age 67 and a Mesa, Arizona resident, is
the president of and has controlled USRBT since at least May 1992. He is
the father of Leo and James Driving 'Hawk.

17) leo B. Driving Hawk, Sr" age 37 and a Higley, Arizona resident, is
currently listed as vice president of USRBT and has been associated with the
bank since at least November 2001. He is also a deputy sheriff with the salt
Pima Indian Sheriff's Department, but he is currently on a leave of absence,
purportedly to help his father operate USRBT._

18) Jghn M. Adams, age 54 and a Mundelein, Illinois resident, was the vice
president of USRBT from at least 1996 to December 2001, when he was
fired by Ed Driving Hawk. While still at USRBT, Adams began raising money
for HIT.

19) Edmund 1. Smedley, age 6S and a Harrison, Ohio resident, has been
associated with USRBT since at least January 1996. Smedley is currently a
'vice president 'of U5RBT.

20) Kenneth S. Harrison, age 46 and a Houston, Texas resident, is the
registered agent for Glo~I-Link. Through Global-Link, Harrison solicited
new investors for USRBT: Harrison is not licensed to offer and sell
securities.

21) William J. Herisko, age 68, is a Palm Springs, California resident. He
solicited new USRBT investors through Global-Link. Herisko is subject to the
Global-Link cease-and-desist Order from the Commission. He is not licensed
to offer and sell securities..

22) Thomas T. Emerton. III is a Palm Springs, California resident. He is a
principal of Globa'..Link and frequently communicated with USRBT investors
on behalf of Global·Link. He is not licensed to offer and sell securities.

REUEF DEFENDANTS

23) Ovate Development. Inc. is a Nevada corporation incorporated on June
22, 2001 with its principal office, which it shares with USRBT, in Mesa,
Arizona. Ed Driving Hawk and Leo Driving Hawk are the company's sole
directors and Leo Driving Hawk is the registered agent. Ovate Development
received over $1.65 million from USRBT accounts for no apparent
consideration.

24) Ovate Enterprises, b.l,P, is an Arizona limited liability partnership
created on April 19, 2001, with its principal office located in Ed Driving
Hawk's residence in Mesa, Arizona. Leo Driving Hawk is the registered agent
and Ovate Management,- t.l.C. is the general partner. Ovate Enterprises
received at least $500,000 from USRBT accounts and transferred $170,000
to Ringthunder Racing Stables, Inc.

25) Qyate Trust is a trust of unknown jurisdiction controlled by Ed, James,
and Leo Driving Hawk. Oyate Trust received over $400,000, for no apparent
consideration, from bank accounts controlled by U5RBT.

26) River Walk Develgpment, L.L.C. is an Arizona limited liability company
created on April 12, 2000, with its principal office in Mesa, Arizona. Ed
Driving Hawk ististed as a manager of River Walk. River Walk received
$255,000, for no apparent consideration, from USRBT controlled bank
accounts.

27) Ringtbunder Racing Stables. Inc. is an Arizona corporation incorporated
on November 15, 2001, with its principal place of business in Wilmington,
Delaware. It is owned by Ed Driving Hawk, Sr. and Ed Driving Hawk, Jr. It
is purportedly in the business of operating stables and training



thoroughbred racehorses.. It received at least $110,000 of USRBT funds
directed through Ovate bank accounts.

28) HPHC, Inc. is an Illinois corporation incorporated on May 20, 1991, with
its principal place of business in Buffalo Grove, Illinois. HPHC received over
$100,000 from USRBT for no apparent consideration.

29) James R. Driving Hawk is a Chandler, Arizona resident and the son of
Ed Driving Hawk. He was the former vice president of USRBT until leo
Driving Hawk became vice president in November 2001. James Driving Hawk
received a total of $185,000, including in a 20-day period in September
2000 over $1"76,000, from an USRBT bank account for no apparent
consideration.

30) Orpha Jane Johnston is the wife of Edmund Smedley. Smedley had his
earnings from USRBT paid· to Johnston because he did not want to have
them affect his social security benefits. She received ·over $130,000, for no
apparent consideration, from USRBT

STATEMENT.OF FACTS

A. Factual Background :'

31) In late December 2001, federal and state investigative agencies advised
the Commission regarding. the USRBT. offering and the Commission obtained
a copy of an advertisement from an Austin, Texas paper. The ad was placed
by an Austin securities broker, and offered high returns with guaranteed
principal. The broker was· contacted and produced USRBT offering
documents and agreements.

32) The Commission learned that USRBT was the subject of several banking
regulators' warnings stating that it was operating as an unauth.orized bank.
and that several crimina' law enforcement agencies were also investigating
USR8T, most prominentlv the USAO in Phoenix.

33) Based on the offering documents, banking warnings, and information
received from other law enforcement sources, the USAO obtained a seizure
warrant on February 2, 2002 for over $20 million recently deposited in a
USRBT controlled bank account. The application for the warrant alleged that
there was probable cause to 'find that USRBT was illegally raising funds as
part of a prime bank high-yield investment fraud.

34) The Commission issued subpoenas to USRBT, its principals and financial
institutions (there are over 14 accounts controlled by USRBT and its
principals) obtaining preliminary account records that revealed sweeping
misuse of investor funds by USRBT and its principals.

35) Approximately two weeks after the initial seizure, on February 25,
2002, the USAO in Cincinnati obtained a seizure warrant for over $10
million deposited in a HIT account controlled by Adams, the former vice
president of USRBT. The application for the warrant alleged probable cause
that HIT was involved in a prime bank scam.

B. The USB'! Investment Scheme

36) Since at least Marc,", 2000, U5RBT, while under the control of Ed
Driving Hawk and leo Driving Hawk, has raised approximately $78 million
from at least 20 individual investors and investor groups.

37) USRBT literature indicates that the entity was created- in 1992 for the
purpose of operating as a Native-American financial institution to offer
traditional banking services to Native-Americans located on tribal
reservations. Apparentlv, it was not successful in this initial endeavor.

38) In 1996, USRBT began looking into the possibility of accepting deposits



from Native-American tribal trust funds and investing those funds in order
to obtain a higher return for. the tribes than they were able to obtain in
their current investments. USRBT attempted to obtain surety bond coverage
in order to be able to accept these trust deposits. While an insurance
company did initially provide surety coverage for two USRBT depositors, it
refused to cover additional deposits. After USRBT learned that it could not
receive these tnJst funds without surety coverage, it decided to solicit
investors from the general public.

39) Adams became involved with USRBT at about this time and brought in
Smedley to assist him in marketing to the public ·and finding investors for
USRBT's investment program. USRBT relied upon a vast, unorganized
nation-wide network of individuals who claim to Have access to persons and
entities involved in prime bank and high-yield trading programs. Many of
the individuals in this network believe that these trading programs really
exist, but that thf;! government and the wealthy hide them' from the
common investor.

40) In the case of U$RBT's investment program, all of the known investors
were directed by these "true believers" to contact Global-Link. Global-Link is
a· marketer or "finder" for purported high-yield investments, such as those
offered by U5RBT. Upon initial contact with G.lobal-Link by telephone,
potential investors were told about the USRBT investment either by
Harrison, Herisko or Emerton.

41) Afterwards, potential investors were sent background questionnaires,
seeking detailed information about funds available for deposit, bank
information, and the origin of the funds.

42) Global-Link principals told potential investors that USRBT was gathering
funds for its trading activity and that investor funds would be "leveraged" to
create more funds for the trading program.

43} After the potential investor supplied the requested information, Global
Link sent the investor a "services agreement'· indicating that Global-link will
provide the investor with' a "manifest capital growth opportunity," invite the
client into a "direct trading opportunity, II and win receive and distribute the
investor's profits. Upon signing this agreement, investors were placed into
contact with U5RBT. Global-Link received a commission and was promised
1% of the profit generated by the funds of each investor it brought to
U5RBT.

44) After the initial contact with Global-Unk, investors were introduced to
USRBT and obtained oral and written representations from USRBT principals,
including Ed Driving Hawk, Leo Driving Hawk, Adams, and Smedley.

45} The USRBT offering documents consisted of a brochure, information
page, and a history of USRBT. These documents stated that "USRBT is an
Indian bank where every account, no matter how large, is insured by an
individual policy issued from one of several "A" or better insurance
companies and that this coverage is vastly superior to FDIC and SIPC
coverage.It In addition, the offering documents stated that USRBT accepted
deposits from trusts, charitable institutions, local governments, individuals,
and religious organizations.

46) The USRBT investment program consisted of a LPSA and a CD issued by
U5RBT.

47) The LPSA sta~ed that USRBT is interested in sharing profits with a
depositor on a pro·rata basis that are obtained as a result of the depositor
purchasing a CD issued by USRBT and the leverage of those deposited
funds to a multitude of 10. According to the LPSA, the investor would
receive an amount equal to 20°/0 of the gross profits generated by USRBT's
leveraged use of the investor funds. The LPSA further stated that the



investor will receive either the 20% profits generated or the stated return
on the CO, whichever is greater. '

48) The ~PSA specifically stated that investor funds themselves would not
be used for trading, but would only be used only to create leverage. The
LPSA indicated that USRBT would use the deposited funds to leverage
additional funds, meaning that for each million dollars invested, USRBT
would be able to use $10 million for the benefit of the depositor in the
actual trading of the bank instruments. It is not clear how exactly USRBT
was going to leverage the funds deposited. This is irrelevant, since USRBT
never leveraged any of the funds nor sent investor funds to potential
trading programs. -

49) After entering into the LPSA, investors were instructed to wire their
funds to an USRBT account maintained at Philadelphia Bank & Trust or Bank
One in Ohio. Upon receipt of the funds, USRBT issued a CD and safekeeping
receipt. The CD contained the certificate number, issue date, maturity date,
principal amount, and the term (all CDs were for 12 months).

50) The safekeeping receipt stated, ·'USRBT confirms with aU bank
responsibility" that it is holding the funds in favor of the investor. Ed
Driving Hawk and Adams signed the CDs and safekeeping receipts. The CDs
were not insured by the FDIC, or any other governmental authority, or any
private entity.

c. USRBTts Written and Oral Misrepresentations and Omissions

51) Most investors were given the details regarding the investment-program
through conversations with USRBT principals, Ed Driving Hawk, Leo Driving
Hawk, Adams, and Smedley, as well as Harrison, Herisko and Emerton of
Global-Link.

52) Investors were told that USRBT has the ability to place investor funds in
a trust account and then, because it is a bank, "leverage" those funds to
raise additional funds and then use those ·'Ieveraged funds" to make a
profit. The investor and USRBT purportedly would share this profit in a 20%
investor-80o/o USRBT split.

53) USRBT and Global-Link claimed that USRBT could use the leveraged
funds to enter into trading programs described as "high-yield" investments
and "federal bank programs. t.

54) USRBT and Global-Link told investors this investment was risk-free and
that their funds were totally secure since their funds would not be used to
do the actual trading, but that the mere placement of their funds with
USRBT would allow the ·bank to create these profits. Some investors were
promised that their funds would not be removed from the trust account at
Philadelphia Bank & Trust.

55) While investors were not told exactly what percentage return they
would receive from the profit sharing, they were told that the returns on
these types of investments were very high, paying up to 60% annually.

56) On at least two occasions, investors received "Ponzi" payments,
purported by Global-Unk and USRBT to be profits from these "trading
activities." USRBT and Global-Link made additional representations that
several trades were imminent and were likely to produce significant profits.

51) The written and oral representations made by USRBT and Global-Link
were false and misleading.

58) First, none of the investors' deposits was ever insured and USRBT
never leveraged any investor funds.

59) Second, at least $5 million of investor funds, not funds created by



leverage as represented, were sent to a foreign currency operation in the
West Indies.

60) Third, USRBT never made any "profits" from trading activity, and it did
not inform new investors that it had made "Ponzi" payments of profits,
interest, and principal to previous investors,

.61) Fourth, USRBT moved almost all of the investor funds to other bank
and brokerage accounts controlled by it or its principals, misappropriating
millions of dollars for their personal use.

62) Fifth, USRBT paid commissions and e)(penses with investor funds, in
complete contrast with its written agreement.

63) Finally, the investment was anything but secure and risk-free.. USRBT
and Global-Link knew or should have known that these high-yield
investments and federal bank trading programs do not exist. Moreover,
USRBT and its principals knew that they had misappropriated investor
principal, rather than profits, for their OY/n purposes when they solicited
many investors.

D. USRBY's Misuse of Investor Proceeds

64) The written LPSA contains several representations regarding how
investor funds will be used, including that the .actual funds will not be used
for trading and that no commissions or expenses will be paid with investor
funds.

65) In fact, the only thing USRBT did with investors·· funds was fraudulently
dissipate them by transferring at least $S million to an off-shore foreign
currency program; by transferri~galmost all of the investor funds from
Philadelphia Bank & Trust and Bank One to other accounts controlled by
USRBT and its principals; and finally, by paying millions of dollars in
commissions and salaries from investor funds.

66) USRBT raised over $78 million dollars from investors. Because USRBT
had no other source of income, it used approximately $50 million of those
investors' funds for "Ponzi tt payments of principal, profits and interest to
other investors.

67) In addition, $1 million of investors' funds were transferred directly to
USRBT principals: Adams received $480,000 and also purchased a $50,000
Suburban, James Driving Hawk received $185,000, and Smedley received
$130,000.

68) USRBT transferred an additional $3 million to entities controlled by the
Driving Hawks, including over $2.5 million to the Relief Defendants Ovate
Development, Oyate Enterprises and Ovate Trust, which then transferred
$255,000 to River Walk, a purported casino development company., and
$170,000 to Ringthunder Racing Stables. Bank records indicate that the
$255,000 transferred to River Walk was used for personal expenses and a
substantial amount was withdrawn through ttcasino cash," furnished by
casino ATM machines. Additional funds were used by USRBT to purchase at
le·ast one other vehicle, pay for trips to las Vegas, and to pay for fine
dining.

E. The HIT Investment Scheme

69) Since at least September 2001, Adams, through his company HIT, has
raised $10.6 million from 6 individual investors and investor groups.

70) Adams· began his fraudulent scheme while stiU a vice president at
U5RBT. HIT issued securities in the form of FMAs that represented to
investors that HIT would use the funds to trade in financial futures and
share the profits or losses with the investors.



71) The FMAs stated that HIT would manage investors' funds, that
investors' funds would be invested by HIT as a "conglomerate" of client
accounts and that any increase or loss would be allocated by the following
formula: accounts over $100,000 investors would receive 50% of gross
dollars earned and accounts under $99,000 investors would receive 45%.

72) Offering documents stated that HIT would be compensated only from its
allocation of increase in the account, and commissions or fees would not be
deducted from the investors· accounts. In addition, the FMA stated that
investors- funds would be placed into trading within five days after receipt.

73) The written and oral representations made by HIT and Adams were
false and misleading.

74) HIT did not place all, or even a majority of the investors' funds into
trades within the promised five days; rather, HIT warehoused the money in
a bank account controlled by HIT. Adams sent only $50,000 of the initial
$450,000 raised to its brokerage account for trading. HIT's check ledger
reflects that approximately $150,000 of investors' funds was used to pay for
HIT office expenses, including rent, office supplies, computers, office repairs
and payroll. Adams used an additional $20,000 for personal travel
expenses.

CLAIMS

FIRST CLAIM

Violations of Section lOCb) of the Exchange Act and Rule 10b-S

75) Plaintiff Commission repeats and incorporates paragraphs 1 through 75
of this Complaint by reference as jf set forth verbatim.

76) The Defendants directly or indirectly, singlv or in concert with others, in
connection with the purchase and sale of securities, by use of the means
and instrumentalities of interstate commerce and by use of the mails (a)
have employed devices, ·schemes and artifices to defraud, (b) have made
untrue statements of material facts and have omitted to state material facts
necessary in order to make the statements made, in light of the
circumstances under which they were made, not misleading and (e) have
engaged in acts, practices and courses of business which operate as a fraud
and deceit upon purchasers, prospective purchasers and other persons.

77) As apart of and in furtherance of their scheme to defraud, the
Defendantsl directly and indirectly, prepared, disseminated or used
contracts, written offering documents, promotional materials, investor and
other correspondence and oral presentations which contained untrue
statements of material facts and misrepresentations of material facts and
which omitted to state material facts necessary in order to make the
statements made, in light of the circumstances under which they were
made, not misleading, including, but not limited to, those set forth above.

78) The Defendants made these misrepresentations and omissions
knowingly.or with reckless disregard for the truth.

79) By reason of the foregoing, the Defendants violated and, unless
enjoined, wilt continue to violate the provisions of Section lOeb) of the
Exchange Act [15 U.S.C. § 78j(b)] and Rule lOb-S.[17 ·C.F.R. § 240.10b-S]
thereunder.

SECOND 'lAIM

Violations of Section 17(1) of tbe Securities Act

80) Plaintiff Commission repeats and incorporates paragraphs 1 through 7S
of this Complaint by reference as if set forth verbatim.



81) The Defendants directly or indirectly, singly or in concert with others, in
the offer and sale of securities, by use of the means and instruments of
transportation and communication in interstate commerce and by use of the
mails, have (a) employed devices, schemes or artifices to defraud; (b)
obtained money or property by means of untrue statements of material fact
or omissions to state material facts necessary in order to make the
statements made, in light of the circumstances under which they were
made, not misleading; and (c) engaged in transactions, practices or courses
of business which operate or would operate as a fraud or. deceit.

82) As part of and in furtherance of this scheme, the Defendants, directly
and -indirectly, prepared, disseminated or used contracts, written offering
documents, promotional materials, investor and other correspondence and
oral presentations which contained untrue statements of material fact and
which omitted to state material facts necessary in order to make the
statements made, in light of the circumstances under which they were
made, not misleading, including, but not limited to, those statements and
omissions set forth above.

83) The Defendants made the above-referenced misrepresentations and
omissions knowingly or with reckless disregard for the truth. Defendants, in
addition, were negligent in connection with their offer and sale of the
securities alleged in this Complaint.

84) By reason of the foregoing, the Defendants violated, and unless
enjoined, will continue to violate Section 17(a) of the Securities Act
[15 U.S.C. § 77q(a)].

THIRP CLAIM

YiQlations of Section 15(a) of the Exchange Act

85) The Commission realleges and restates Paragraphs 1 through 75 of this
Complaint and incorporates the same by reference as if set forth herein
verbatim.

86) Defendants Global-Link, Ed Driving Hawk, Leo Driving Hawk, Adams,
Smedley, Harrison, Herisko and Emerton are in the business of effecting
transactions in securities· for the accounts of others.

87) Defendants Global-Link, Ed Driving Hawk, Leo Driving Hawk, Adams,
Smedley, Harrison, Herisko and Emerton made use of the mails and of the
means and instrumentalities of interstate commerce to effect transactions in
and to induce or attempt to induce the purchase of those securities.

88) Defendants Global-Link, Ed Driving Hawk, Leo Driving Hawk, Adams,
Smedley, Harrison, Herisko and Emerton were not and are not registered
with the Commission as brokers or dealers, as required bV section 15(a) of
the Exchange Act [15 U.S.C. § 780(a)].

89) By reason of the foregoing, Defendants Global-Link, Ed Driving Hawk,
Leo Driving Hawk, Adams, Smedley, Harrison, Herisko and Emerton have
violated and, unless enjoined, will continue to violate section lS(a) of the
Exchange Act [15 U.S.C. § ?8o(a)].

FOURTH CLAIM

Claims Against the Relief Defendants as Custodians of Investor Funds

90) Plaintiff Commission repeats and inccrporates paragraphs 1 through 7S
of this Complaint by reference as if set forth verbatim.

91) The Relief Defendants received, directly or indirectly, funds and/or other
benefits from the Defendants, which either are the proceeds of, or are
traceable to the proceeds of, the unlawful activities alleged herein and to



·which they have no legitimate claim to these funds and property.

92) The Relief Defendants obtained the funds and property as part of and in
furtherance of the securities viorations alleged and under circumstances in
which it is not just, equitable or conscionable for them to retain the funds
and property, and accordingly, each it has been unjustly enriched.

93) The Commission is entitled to an order requiring that the Relief
Defendant disgorge these funds and property plus prejudgment interest
thereon.

FIFTH CLAIM

Claim for an Order under Section 21(8) of the Exchange Act

94) Plaintiff Commission repeats and incorporates paragraphs 1 through 75
of this Complaint by reference as if set forth verbatim'.

95) Defendants Global-Unk, Harrison, and Herisko have failed to comply
with the terms of the Commission·s July 6, 1995, Order Instituting
Proceeding Pursuant to Section SA of the Securities Act of 1933, Making
Findings and Imposing Cease and ·Desist Order entered in In the Matter of
Global-Link Capital Markets, Kenneth S. Harrison, and W. J. Herisko,
Administrative Proceeding, File No. 3-8745.

96) Based upon the Offer of Settlement of Defendants Global-Link,
Harrison, and Herisko, the Commission made findings of fact that:

A. Global is a Nev~da limited liability corporation owned and operated by
Harrison and Herisko and based in Houston, Texas; and

B. From about May 1993 to approximately February 1994, Global,
Harrison and Herisko violated Section 17(a) of the Securities Act by
offering to sell securities in the form of investment contracts. Global
solicited offerees via telephone and mailed offering materials to
approximately 52 corporations. Global told the offerees that their
funds would be used to purchase "prime bank instruments" in a $10
million increments in the form of standby letters of credit, prime bank
notes, and prime bank guarantees and would subsequently be resold
to institutions andior individuals in the secondary market at
substantial profits. Global offered the securities by using offering
documents containing representations they had no basis for believing
were accurate. Global failed to investigate the representations
contained in the offering documents to determine their truth. In
addition, without basis, Global represented to the offerees that they
would receive at least 20% annual return on their investment that
there were practically no risks associated with the investments, that
the investments were exempt under Commission rules, and that
Global had entered into a contract with an asset holder who could
co~plete the transaction.

97) Based on the foregoing findings, the Commission ordered pursuant to
Section SA of the Securities Act that Defendants Global-Link, Harrison, and
Herisko cease and desist from committing or causing any violations, and
any future violation, of Section 17(a) of the Securities Act.

98) By virtue of the conduct alleged herein, much of which occurred after
July 6, 1995, Global-Link, Harrison and Herisko have violated the
Commission's cease-and-desist order, and unless restrained and enjoined
will continue to engage in conduct violating the order.

RELIEF REQUESTED

The Commission seeks the following relief:



99) A Preliminary Injunction against Defendants USRBT and HIT enjoining
them from further violations of Section 17(a) of the Securities Act [15
U.S.C. §. 77q(a)] and Section lOeb} of the Exchange Act [15 U.S.C. §
78j(b)] and Rule lOb-S [17 C.F.R. § 240.10b-SJ thereunder.

100) A Preliminary Injunction against Defendants Global-link, Ed Driving
Hawk, Leo Driving Hawk, Adams, Smedley, Harrison, Herisko and Emerton
enjoining them from further violations of Section 17(a) of the Securities Act
[15 U.S.C. § 77q(a)] and Sections lO{b) and 15(a) of the Exchange Act [15
U.S.C. §§ 78j(b) and 78o(a)] and Rule lOb-S [17 C.F.R. § 240.10b-S]
thereunder.

101) A Permanent Injunction against Defendants USRBT and HIT and their
agents, servants, employees, attorneys and all persons in active concert or
participation with them who receive actual notice of the injunction by
personal service or otherwise, and each of them, from future violations of
Section 17(a) of the Securities Act [15 U.S.C. § 77q(a)] and Section lO(b)
of the Exchange Act [15 U.S.C. § 78j(b)] and Rule 10b-5 [17 C.f.R. §
240.10b-S] thereunder.

102) A Permanent Injunction against Defendants Global-Link, Ed Driving
Hawk, Leo Driving Hawk, Adams, Smedley, Harrison, Herisko and Emerton,
and their agents, servants, employees, attorneys and all persons in active
concert or participation with them who receive actual notice of the
injunction by personal service or otherwise, and each of them, from future
violations of Section 17(a) of the Securities Act [15 U.S.C. § 77q(a)] and
Sections 10(b) and 15(a) 9f the Exchange Act [15 U.S.C. §§ 78j(b) and
78o(a)] and Rule lOb-5 [17 C.F.R. § 240.10b-S] thereunder.

103) An order requiring a full and accurate accounting and an interim asset
freeze of all assets of Defendants USRBT, HIT, Ed Driving Hawk, Leo Driving
Hawk, Adams and Smedley until a full and accurate accounting can be made
of all investor monies raised in fraudulent schemes alleged this Complaint
and a determination made as to the disposition of those assets.

104) An order requiring a full and accurate accounting of all assets of
Defendants Global-Link, Harrison, Herisko and Emerton until a full and
accurate accounting can be made of all investor monies raised in fraudulent
schemes alleged this Complaint and a determination made as to the
disposition of those assets.

lOS) A full and accurate accounting and an interim asset freeze of all
accounts of Relief Defendants and all assets held by Relief Defendants.

106) On an interim basis, the Commission requests that a Receiver be
appointed to take possession and control of the assets of Defendants
USRBT, HIT, Ed Driving Hawk, Leo Driving Hawk, Adams and Smedley and
each Relief Defendant to marshal and preserve their assets for the benefit
of the defrauded investors.

107) An order that each Defendant and each Relief Defendant be restrained
and enjoined from destroying, removing, mutilating, altering, concealing or
disposing of, in any manner, any of their books and records or documents
relating to the matters set forth in the Complaint, or the books and records
and such documents of any entities under their control, until further order of
the Court;

108) An order allowing that the parties may commence discovery
immediately, and that notice periods be shortened to permit the parties to
require production of documents or to take oral, depositions on seventy-two
(72) hours notice by facsimile or personal service.

109) An order requiring the Defendants USRBT, HIT, Ed Driving Hawk, Leo
Driving Hawk, Adams and Smedley and each Relief Defendant to repatriate



and to return to identified accounts in the United States of America all
monies and liquid assets held outside this Court's jurisdiction.

110) Disgorgement of all illicit profits and benefits, plus prejudgment
interest, realized by each Defendant and all investor monies obtained by
each Relief Defendant, plus prejudgment interest, as a result of participation
in or attributable to the fraudulent schemes alleged in this Complaint.

111) A civil monetary penalty ag~inst each Defendant as provided by
statute and determined by the Court to be just and proper.

112) Such other and further relief as the Commission may.show itself
entitled.

Dated: April 3, 2002

Respectfully submitted,

MARSHALL GANDY
(Attorney in Charge)
Texas Bar No. 07616500
Attorney for Plaintiff
SECURITIES·AND EXCHANGE COMMISSION
Fort Worth District Office
Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
Telephone: (817) 978-6464
Facsimile: (811) 978-4927

Of Counsel:

Spencer C. Barasch
Douglas A. Gordimer
John M. Oses
SECURITIES & EXCHANGE COMMISSION
Fort Worth District Office
Burnett Plaza, Suite 1900
801 Cherry Street, Unit # 18
Fort Worth, TX 76102-6882
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MEMORANDUM

Th~day Evening 7:30 p.m.
September 19, 2002

Ann:

I have given some thought to our discussion this morning and realized I probably did not make
the .case for emergency bridge funds to sustain the operations that will solve the 4.0M problem
and any eliminate any interaction with Judy and Kathleen.

I have thought about the arguments and their potential stress cast.upon you but would like to
present herewith a briefstatus of the various projects set in motion since the USRBT failure.

First and foremost there are two client/depositors now approved for participation in the
programs. One Olsen @ IS.OM and the other the Midas Group @5.0M. Schedules are being
coordinated with Ellis-Brown to take them into the trading rooms of our business to witness the
completion oftransfers and their associated higher than marker profits. We are planning (ifI
have funds) to be inZuricb the week of29 September for contract signing with both panies.
Within five banking days they will start trading which means we will see funds by 10 October
for distribution to us by 12 October in amounts from both clientIDepositions at approximately
3.0M and based upon the numbers oftrades per week'would approximate 3.0 per week. Thus,
producing revenue to retire your 40M by 1November 2002 based on your demand as notified by
Norman on your behalf:

Secondly, the ability to repay the bridged amount would come from the proceeds of the loan
from Winfield (he tells me today that it will be around 5 October that he will fund any loan
request).

Third, with the bridge ioan I can complete the processing of the AU ores and call for the delivery
of the next tonnage to the plant \vhich would yield them 560,000 per week on a continuous basis.

Fourth, I am introducing to Winfield the concept ofparticipation in the Facility which would
also produce. the 4.0M n~ded. to. meet the 1 November date.

Additionally we are processing the 1.2B potential contract which if we are successful will
produce large profit for us which you have participation with me. However) this will take at
least another month for approvals and setup for trading.

In the meantime my personal situation along with the deterioration of all the other overhead and
administrative·commitments (now delinquent going into the second month) to keep the operation
moving forward to achieve the stated objectives will cause all the rest to fail without active
overhead and administrative support.

/6



Ann, ifyou see this as I do and are willing to stay in the fight and fund this as a bridge loan, I
would be willing to meet both Judy and Kathleen in support ofyour decision which ultimately
will be for their benefit I'll call you in the morning for your final· decision. I am sorry to put
this pressure on you at this time but I felt you should know the portion and closeness to a long
goal that we both have been trying to achieve. Everything is now working for us particularl)'
UBS is back in business and the US Treasury need to build capital. We are now being solicited
to assist in this endeavor.

I am faxing two examples ofthe situation I find myselfand in addition I received a three day
notice on the plaint in Las Vegas (which by the way has about 300,000 equity up.onexercising
the option to by at $500,000; we received an unsolicited offer to buy the plant @$800,000.)

Bill
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~~f~}2~i'~ant to our retainer agreement ofOctober 14, the following reports the results ofour
·
.

';~·~.~;"~7··~:rUive5tigation into William J. Herisko. Inquiries regarding the Union de Banque Suisse
>.~~flf.~t~ .'~ :(iJBS) account into which $4 million was transferred in 1998 are still ongoing. While we
.!~~i~~ii;jlre~g hard to get the results ofthese inquiries to you :as quickly~ possible, we
,.?#!JJf~'.~' .~. ;::::.: ~- ·thought It would be helpful to report the balance ofour findmgs regardmg the personal
f~~·'(;~~~:.~·· ::. ·~·t· ··~::and professional background ofMr. Herisko.
.:;~1~~/;~ ~/c .f .::!9 ~ '. ". .

t~~~:t:/{ ~~::\: ;We undertook a systematic analysis ofcivil and criminal legal filings. and public records
~10 .:C. ;'-'c'-' crelated to businesses. property. bankruptcy and divorce proceedings. We also began the
~;.~- .... ':.'. - process ofreaching out in a discreet manner to individuals who would be in a position to

.' ~" ... speak candidJy ofHerisko's background,and business affairs. We suspended this effort
after speaking with his ex-wife in order to focus our resources on the asset tracing matter.
At your direction, we have also capped the cost ofour inquiries and research, including
the asset tracing portion of the investigation, at 525,000.

Despite early promise and a measure ofsuccess, William.Herisko's business career has
consisted ofa series offailed initiatives, undermined by bad debt, lawsuits and charges of
fraud. Herisko is described as a man ofenonnous personal cbann and intelligence. A
charitable interpretation ofhis professional career (and the one advanced by his ex-wife)
is that he was simply unlucky in business partnerships or timing. A more realistic view,
however; is that a pattern ofdeceit in business was establishing itselfby the late 1970s
when civil1awsuits against Herisko began. These were followed by criminal charges, .'
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personal bankruptcy, divorce and a continuing onslaught ofcivil cases in which Herisko
\vas the sole or primary defendant. In 1995, he became the subject ofa cease and desist
order in a securities fraud case brought by the Securities and Exchange Commission in a
case that is ongoing.

PERSONAL~ACKGROUND

William Herisko was born on August 1, 1933 to William M and Marie T. Herisko. He
grew up in the small town ofDonnant, near Pittsburgh Pennsylvania. He reportedly
graduated from Duquesne University, working his way through school at a nearby steel
mill. After graduating, he joined Martin Marietta in Colorado, reportedly managing
aspects ofcost reduction for the Titan I and Titan II missile programs. He was
subsequently employed by the defense contractor TRW in California, again engaged in
efficiency and cost reduction, this time for the Apollo program. He met and manied
Carolyn while on temporary assignment for TRW in Houston in 1968.

In the early 1970s, Herisko went to work for himselfbuying and leasing iron ore and gold
fields. The iron ore was located in California and sold to cement companiest while the
gold fields were in Nevada and reportedly sold to companies such as Englehard
Industries.

His ex-wife describes him as highly intelligent, versatile, hardworking, and able to absorb
information "like a sponge." When asked to characterize William's business acumen she
said he- had excellent ideas for businesseslt but couldntt "quite get some oftbem off the
ground." She said that he comes across as a "wonderful person" who would "do anything
for a friend,tt is extremely interesting) knowledgeable about many subjects, and "fun to be
with.u

Divorce

Herisko's divorce from Carolyn Lee Herisko became final on February 20, 1995 after
Carolyn filed for divorce on April 20, 1994 on grounds of irreconcilable differences. She
was awarded no alimony and, according to the court file, received no other ongoing
benefits from William such as pension rights or a payment from life insurance premiums.
They divided household furnishings and.related assets-earolyn received a 1995
Chevrolet Camaro"and William a 1985 Volvo. In an acknowledgment ofWilliam's debts
and bankruptcy proceedings six years earlier, it was stipulated that each party would be
individually responsible for the debts that be or she incurred. Carolyn requested that her
name be legally changed to Carolyn Lee Herisko Monis.

Carolyn currently at n a home that she
owns with whom we believe to be her new husband, Dennis A. Baker. She currently
works in aD administrative capacity at the same domestic relations law finn that handled
her divorce.
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BuSINESS VENTURES

Global LiQk Capital Markets Ltd

Global-Link, as you know, is a defendant in the SEC's pending litigation. According to the
SECs complaint, it is a limited liability company registered in Nevada and Texas since 1994
with its principal office in Houston. The company maintains a current telephone listing and

.voice mail directing callers to leave messages for CEO Sam Harrison. According to Dunn
& Bradstreet, 'the company currently has two employees. It is not clear whether Herisko
maintains an ongoing business relationship with Harrison.

According to the SEC, Global-Link was under the control ofKenneth S. Hanison. William
Herisko and Thomas T. Emerton, ill and

and Trost on
operated in cooperation with a bank by the name

ofU.s. Reservation Bank the Rosebud Reservation in South Dakota. Such
banks effectively operate on non-U.S. territory and thus claim to be exempt from the
regulatory requirements oCfederaI banking authorities. The Bureau of Indian Affairs has
reportedly warned that such banks are not legally constituted and offer no FDIC
protection to investors.

. .
I

l; According to bulletin board posting we identified, Global Link was at one time a
modestly successful trader ofconventional bonds with a ugood" reputation (we note that
we can in no way vouch for the credibility ofthis statement or its author). Reportedly,
Global Link attempted many times to purchase medium term notes (MTNs), which are
typically issued by large corporations or federal agencies, such as Fannie Mae or Freddie
Mac.

CDC Holdings

CBC Holdings was one of the entities at the center ofHerisko's bankruptcy petition.
Carolyn informed us that CBC Holdings was not a restaurant operatio~ as reported by
Dun & Bradstreet, but another of"Bill's business ventures," which she declined to state
the nature of: Other business entities in which Herisko was involved include Transcorp
Technology, Transcorp Development Ltd., Towson Corporation, C.L. Morrist Transcorp
Limitedt and Trans State Acceptance.

CRIMINAL CHARGES AND BANKRUPTCY

Grand Theft Charge

In 1986 Herisko was charged and convicted ofgrand thef\-in California As the Chainnan
ofTrans Slate Acceptance Corporation. Rerisko persuaded Roger Valmy. then 73, to invest
550,000 fu a venture that he promised would return 60 percent in less than a year. Herisko
made a series of"interest" payment totaling $20,000 at the designated times. Two
subsequent checks for $40,000 and $20,000 were returned to Valmy for insufficient fimds.
It was later discovered that the checks were drawn on an accOWlt for which Herisko did Dot
have signing privileges. Heriskowas charged with grand theft and knowingly writing a bad
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check, both ofwhich are felonies under California law. He was found guilty ofthe charges
on April23t 1987, received three years probation and was ordered to pay Valmy 560,000.
We Wlderstand from the docket that Ann Palmer provided an additional $25,000 in bail
when the court raised bail to 550,000 from its initial $25,000. The first 525,000 came from
a typical bonding company. Herisko's approach to Valmy presaged his later approaches to
Ms. Palmer. After being introduced by a mutual friend and socializing several times,
Herisko asked Valmy about the returns he was enjoying on various bond investments.
Acconling to the trial transcript, Valmy, a seasoned investor, replied that he was earning 12
percent on his principal and approximately 9 percent on each coupon. Herisko stated
"Thatts ridiculous. You can do so much better and I advise you to seD those bonds and
invest the money (with me).'· Herisko provided Valmy a promissory note in addition to his
verbal guarantees. When the money failed to materialize, he made repeated promises that it
would be forthcoming, offering vague but insistent excuses for the delay.

B8Dkruptcy

On December 29, 1989, both William and Carolyn filed for bankruptcy under Chapter 7
in the U.S. Bankruptcy Court for the Southern District ofTexas. Their problems
reportedly began when the IRS detennined that certain tax shelters Herisko Conned in the
19705 were illegal. TheIRS's finding created substantial tax liabilities for the Heriskos,
which led to several liens and ultimately, according to Carolyn, to the bankruptcy filing.

In the banJauptcy petition, Mr. Herisko stated that he was doing business as CSC Holdings,
Trans State Acceptance, C.L. Morris, Transcorp Limited, Transcorp Technology, Inc.,
Transcorp Development and Towson Corporation.

A Creditors' Meeting was held on March 6t 1990; on the same date, the Trustee submitted
his final report, which detennined that there were no assets for distribution to" the creditors.
On April 9, 1990, an adversary proceeding was initiated by one ofthe creditors, Robert
McCauley, who objected to the discharge. One month later, on May 9, 1990, the
bankruptcy court granted the Heriskos' discharge ofindebtedness.

In the Heriskos' Statement ofUabilities filed February 23, 1990, they list IRS tax liens for
tax years 1977 through 1980 and for 1983 and 1987 with an aggregate balance of
S1,481,129. They also include back taxes of531,875 to the State ofCalifornia Franchise
Tax Board Secured debtst including a mortgage on a condominium, and the financing ofa
car and furniture, had a balance of571,268.

We note that the lengthy list ofunsecured creditors includ~ Albert E. Droubie, $31,331;
Ann Palmer, 5370,000 (described as a contingent dispute ooncerning unsecured notes);
AmericmrIntemationalB~ $45,549; Avis Leasing Corp., $32"5.646; Bobby Lee Rogers,
$30,583; Charles Unruh, 538,056; Dennis Breen, $60,000; Equico Lessors, $287,395; Forry
C. Laucks, $158,529; Hoclanan, Salkin & Deroy, $80.000; Industry Financial Corp.,
5226,280; Lee Shaw, S7S,OOO; Park Intemationalt $250,000; Robert McCauley and Jerry T.
Kelly, ~30,OOO; and William S. Hubbard, SSS~313.
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" "" ~i;:~(" In sum, including tax liabilities and "unsecured claims without priority" the Heriskos' total
.. ~itJ~ ;_; ~. indebtedness amounted to $5,506,116 against assets ofonly $50,000.

BetWeen 1977 and 1991. we identified a total of 16 civil lawsuits against Herisko filed in
Texas, California and Florida, including two by Ann Palmer. In the first one, filed
October 1983. Ms. Palmer sought an eviction and back a ent ofrent for ro she
owned in which Heriska was Jiving at

We Dote that Ms. Palmer purchased the property when it was in foreclosure and the
Trustee's Deed Upon Sale, which is appended to the complaint, lists Transcorp Limited, one
ofHerisko's entities, as the trustor ofthe property and Ann Palmer as the beneficiary. It
would appear that Ms. Palmer was in effect holding Transcorp's note, which was secured by
the property. It is likely that Transcorp was one ofHerisko's companies. The amount owed .
at the time ofthe foreclosure was 5442,595; we understand.that Ms. Palmer paid
approximately 5303,000 for the property at the trustee's sale.

On January 15, 1985. Ms. Palmer again sued Herisko and his wife for nonpayment of$3500
per month in rent. A default judgment was entered in Ms. Palmerts favor.

. Ronald J. Herisko

William's brother, Ronald J. Herisko was bomin 1938. Like William, he graduated from
Duquesne University, and received a Jaw degree from Case Western Reserve. According to
Martindale Hubbell, Ronald is not admitted to the bar in Califomi~ though- he is reportedly
defending William in the SEC litigation. Ronald has had his own unsavory business
relationships. He was "managing" the career ofMike Kalina, a popularPittsburgh-area
restaurant critic who was accused of taking payments from restaurants for favorable
mentions in his book. In 1992, shortly after it was annoWlced that he was the subject ofa
grand jUlY investigation, Kalina committed suicide by nmning a hose from the exbaustpipe
ofms car into the passenger compartment Herisko is the owner ofRJH Home Video,
registered in California as a motion picture and video production company_ He bas also
been involved in promoting the career ofa child actress.
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UNITEU STATES DISTRICT 'COURT
D~TmCTOFSOUTHCAROLmA

~ -_-_"",,""-_AND__E_RS_O_N_D_I_V_IS_IO_N ----

ED Os - 00058 M- 5
UNITED STATES OF AMERICA

WARRANT FOR.-...... r~
.. ~

vs. ~-. -

'~:r:-p.-
---
N

CASE NUMBER: 8:03-0179 ~'."

WILLIAM JOSEPH HERISKO

To: The United States Marshal or any Authorized United States Officer,

-
YOU ARE HEREBY COMMANDED to arrest WILLIAM JOSEPH HERlSKO and bring him

or her forthwith to the nearest magistrate judge to answer a(n)

IJ Indictment C Information • Complaint [J Order o,.~ou~~
C Violation Notice C Probation Violation Petition ..~ #-;»~....... . :~~~~~

~~. ~ ". \

cbar~ him or her with, having devised or intending 10 devise any scheme or artifice: tode.i co
10

obtailUDg money or property by means of false or fraudulent pretenses, representations, or".~. . ~ 8
attempting to transmit or cause to be transmitted by means ofwire. radio, or television co

JI&' in interstate or foreign commerce. any writings, signs. signals, pictures, or sounds for the p of
l. executing such scheme or artifice, in violation of Tide 18, United States Code, S .~)a43; and

conspiracy to attempt to transmit or cause to be transmitted by means of wire. r' ~ ~levisiol
communication in interstate or foreign commerce, any writings, signs, signals, picturest 0 ~ r
purpose of executing such fraudulent scheme or artifice, in violation of Tide 18, UDlted ti _ 0 :lll:

Seetion 371. ~ i ; :I a
~!'&. z
'niiCt I:

::)
vi iti
t

Ii
William M. Catoe United States Magistrate.1::al- II

Tide of Issuing Officer jName of

tL/Jt
IsSUin~ ! 1 r

/!::
FebruaoiQ ' 2003 Greenyille, SC

Signature of Issuing Officer Date and Location

Bail to be set by Judge before whom defendant initially appears.
1.'_1- ..' I: ~:':~~': --

RETURN
This warram was received and exeeuted with the arrest of the above-named defendant at

~.
'\ .Ie Received Name and Title of Arresting Officer SignatUre of ArresdDg Officer I
Date of Arrest II



Ab 91 j(Rn: SI8.S> CrimiDaJ Complailll

UNITED STATES DISTRICT COURT E1fEQ
DISTRICT OF SOUTH CAROLINA

ANDERSON DMSION FEB 2 7 2003
QRRrw

II s. • PROPES.
• · DlsrRler CoUi;Ifi

ty1'ftDI

UNITED STATES OF AMERICA
CRIMINAL CO:MPLAINT

vs.
Criminal Number 8:03-0179

WILLIAM JOSEPH HERISKO

I, the undersigned complainant, being duly sworn, state the following is· true and correct to the best of
my knowledge and belief.

From on or about June 2001 through the present, in Oconee Countyt in the District of South Carolina,
the defendant(s) did. having devised or intending to devise· any scheme or artifice to defraud. or for obtaining
money or property by means of false or fraudulent pretenses, representations, or promises, attempt. to traDsmit
or cause to be transmitted by means of wire, radio t or television communication in interstate or foreign
commerce, any writings, signs. signals. pictures, or sounds for the purpose ofexecuting such scheme or artifice,
in violation ofnde 18, United States Code, Section 1343; and conspire to attempt to transmit or cause to be
transmittedby meansofwire, radio, or television communication in interstateor foreign commerce. any writings.
~. signals. pictures, or sounds for the purpose of executing such fraudulent scheme or artifice, in violation

_Title 18, United States Code, Section 371.

I further state that I am a Special Agent, Federal Bureau ~f Investigation, and that this complaint is based
OD the following facts:

See attached affidavit.

Continued on the attached sheet and made a part hereof: - Yes 0 No

Paul A. Jacobs

.",&
Sworn to and subscribed· in my presence on February~ I 2003, at Greenville,

&/
South Carolina.

~lliamM. Catoe ~ ..
United States Magistrate Judge ~vt_

SipatUre ofJudicial Officer



I, Paul A. Jacobs, being duly sworn do depose and say as follows:

A. I am a Special Agent with the Federal Bureau ofInvestigation currently
assigned to the Columbia Division, Greenvil1c t South Carolina Resident Agency. I
have been a Special Agent for nineteen (19) years.

B. Beginning inAugust 1999, Ibegan an investigation in to what is commonly
referred to as High Yield Investment Program Fraud (hereafter, HYIP Fraud).

C. Iamknowledgeable concerningHYIP Fraudbasedupon training, research,
experience in investigating same and upon consultation with officials and experts
from. the following investigatory, regulatory, prosecutorial and educational
organizations:

United States Treasury Department
United States Bureau ofPublic Debt
Federal Reserve Corp.
International Monetary Fund
International Chamber ofCommerce

-' The World Bank
Comptroller of the Currency for the United States
United States Central Intelligence Agency
United States Department ofJustice
United States National Security Agency
United States Secret Service
United States Securities and Exchange Commission
LQndon Metropolitan Police
United States Attorney, District ofSouth Carolina
United States Attorney, Middle District ofGeorgia
United States Attorney~ Southern District ofOhio
F.B.I. Legal Attache, Bern, Switzerland '
F.B.I. Legal Attache, London, England
F.B.I. Economic Crimes Unit, Washington, D.C.
Professor James Byrne, George Mason University School ofLaw
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D. Based upon my training and experience, I am aware ofthe following facts:

1. ''High Yield Investment Program Fraud" is the general term given to
fraud schemes thatgobyvariousnames, including PrimeBankInvestmentProgramst
Prime Bank Debenture Programs , Prime Bank Guarantee, High Yield Trading
Programs, Medium Term Note Trading Programs, Standby Letter ofCredit Trading
ProgramS and Rolle Programmes. In these schemes, the fraud artist purports to have
access to secret financial trading programs sanctioned by the Federal Reserve Bank,
the TreasuryDepartment, the InternationalMonetaryFund, theInternational Ch8J11ber
ofCommerce or some otherentity involv~d in international monetary transactions or
policy.

2. Claims are made that only a privileged few are invited to participate
in the trading of some form of bank security such as guarantees, notes, stocks or .
debentures which can be bought at discount and traded or sold through a series of
purchasers to an end purchaser who has already agreed to pay a price greatly in
excess ofthe original purchase price. These end purchasers are generally referred to
as conunitmentholders. The persons who pmportedlyhandle these tradt!s are usually
referred to as traders· licensed or authorized by the United States Federal Reserve.
The perpetrators of this scheme often state that there are a limited number (usually
five to seven) traders and commitment holders in the world and that only the top 10,
25 or SO banks in the world are involved in these trading programs. These banks are
referred to as ''Prime Banks" from which the scheme takes one ofits names.

3. The investor is guaranteed that he will receive profits far in excess
ofanynormal investment and is quoted amounts ofup to 200%perweek. To receive
such a return, the investor is told that he must invest a minimum of$l00,000,000.00
and that a portion ofthe funds must be turned over to the United States Govenunent
for humanitarian purposes around the world. Since September 11, 2001, a variation
ofthis theme bas been that the Government's portion ofthese extraordinary profits
will be used to fight terrorism and to provide reliefto the victims ofthe World Trade
Center and Pentagon attacks. The investor is told that his funds are absolutely safe
and never at risk in any way_ A key element in inducing investment is to advise the
investor that his funds will remain in his own account at his own bank and can never
be lost.
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4. Standard practice is for the investor first to be directed to provide a
LetterofIntent, a Non-Solicitation Agreement, a Confidentiality Agreement, a Non
Circumvention Letter, a Bank ProofofFundst a Client Information Sunnnary and a
copy ofthe Inv~stor's PasSPQrl The investor is then told that he must go through
"compliance," which will be done by the F.B.I., C.I.A., Interpol, N.S.A., ·Federal
Reserve or some other Government "compliance officer." He is also told that his
funds will be verified on a ''bank to bank" basis to make sure that they do exist and
that they are "good, clean, clear funds ofnon-criminal origin."

5. As the schemes continue, the potential investor's questions are
deflected by referring to the confidentiality requirements of the program. In
particular, when an investor asks for references from previous investors, he is told
that the program's confidentialityrequirementsprohibit this. The investoris told that
if this program ever became known to the general public, it would cause a crash of
the world wide economic system because no one would invest funds anywhere but
in these programs.

r 6. The perpetrators of these schemes often introduce the investor to
various individuals in different parts of this and other countries who are identified
as ''brokers,'' ''facilitators,'' "cutting house operators," "commitment holders,"
"traders," "compliance officers," "gatekeepers," "government officials," "federal
financial task force operatives," members ofgroups such as the IMP, World Bank,
Federal Reserve, etc. Suchadding ofpIayers is designed to make the investor believe
that he is moving ever higher in the chain ofpersons nmning these ''programs.''
Additionally, the perpetrators ofthese schemes often claimto have associations with
highly placed persons in the Federal Reserve and government entities such as the
Federal Bureau ofInvestigation and the military. Often times, the names ofactual
persons such as Allen Greenspan are touted as personal associates.

7. Often, during the course ofevents, the investor is told that he will not
be going into a Federal program after all because of the complexities involved but .
instead will be going into.a commercial transaction which is virtually identical with
the same rates ofreturn and guarantees, but which is simpler or quicker to become
involved in. This is one of the standard practices of changing the C~itch" as the
scheme progresses to gradually gain control of the investor's funds.
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8. Ultimately the perpetrator of these schemes simply steals the
investor's funds. This is accomplished by using a variety of banking transactions
each having in common the ultimate goal ofmoving the funds offshore so that they
cannot be traced and recovered. Common methods ofeffectuating the transfer of
funds out of the investor's account include using an assignment ofaccounts to the
perpetrator, assignmentto theperpetratorofaCertificateofDepositpurchasedby the
investor, transfer of the funds·into a newly created corporate account controlled by
the perpetrator, transferofthe funds into an inactive corporate accounto~ed by the
perpetrator, creation ofa line ofcredit against the investor's account which is then
U$ed to obtain an equal amount offunds from another bank, and simply transferring
the funds by using the information provided by the investor to pose as him and
authorize the transfer. There are innumerable variations on the method in which the
funds are ultimately stolen.

9. There are no secret investment trading programs such as described
above. There are no traders licensed or authorized by the Federal Reserve to deal in
such programs. There are no commibnent holders who serve as end purchasers.
None of the agencies cited as being involved in such programs ·are in any way
involved. There is no such thing as Federal Reserve Compliance Officers who
"oversee these trading programs" and no law enforcement agency is involved in
"doing compliance" on potential investors.

10. Quite often the scheme is perpetrated in a ''Ponzi'' fashioI4 to wit,
early investors receive some payments from either their own funds or funds from
later investors. The payments then stop and the investors are repeatedly told that the
payoff is coming any day but has been delayed by problems in the foreign country,
freezes ofthe funds by various agencies, banks not cooperating or any othernumber
ofbogus excuses. The simple fact is that the money has been stolen.

11. Certainwords andphrases are repeatedlyused by those perpetrating
these HYIP.Frauds. Some have absolutely no meaning in commercial banking or
businesspractices and others are used inwayscontrary to standard practices. Among
the words and phrases that are used in these frauds are:

Humanitarian Projects
European Banking Week
European Banking Year
Facilitator
High Yield Investment Program
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20. In June, 2001 t the CI advised your affiant that Ron Mokwena ofOrlando,
Florida had approached him and offered him entry in to a Federal Reserve trading
program. The CI was directed to place a telephone call to Mokwena and tell him that
he and his partner, Lou DeFranco were interested in hearing more about the program
and that they had a substantial amount of funds available for investment.

21. On June 29, 2001, the CI spoke telephonically with Mokwena and was
advised that theprogramhe hadwas open, that the investor's funds never lefthis own
account and that he would be pleased to bring his ''team'' to South Carolina to
present the program.

22. On July 2, 2001, DeFranco spoke telephonically with Mokwena. In
summary, 'Mokwena presented an investment program bearing many of the
earmarks of an HYIP fraud as outlined in the opening paragraphs hereof: In
particular Mokwena made the following statements:

a. Jb.at the program that he can offer is a government trading program
supervised by the World Bank.

(' b. That the investor's funds are never at risk and the rate of return is
completely~teed.

c. That the first step in entering the programs is to provide a ProofofFunds
(POF).

DeFranco advised that he and the CI were unwilling to provide a POF until a
face to face meeting had occurred and more infonnation was provided.

23. On July 3, 2001, DeFranco again spoke telephonically with Mokwena.
During this conversation Mokwena made, 81Ilong others, the following statements:

a. That participation in the trading programhe was offering was by invitation
only.

b. That this progr81Il could turn the $100 Million that Sweet Tea Investments
had available in to $3 Billion in a very short period oftime.

f' c. That one member afhis "team" was JimHonse of Sega Capital in Portland,
Oregon.



d. That Honse worked with the founders of the Dreyfuss Fund as well as
directly with Allen Greenspan.

At this point in theconversation Mokwena conferencedin aperson identifying
himselfas Jim Honse. A conversation then ensued lasting approximately forty-five
minutes. During this conversation Honse presented himself as a counselor to
investors who could connect DeFranco·with the commitment holders in the trading
program. He emphasized that the programwas risk free and involved multiple trades
of ''paper't which would result in huge profits. Honse advised that be would send
written information to DeFranco.

24. During the last two weeks in July, 2001 DeFranco and the CI continued
. to have briefconversations with Mokwena. At your affiant's direction efforts were

made to mange a face to face meeting with Mokwena and whoever else might be
involved in the ''program''. During these conversations Mokwena elaborated on the
''program''. Among others, Mokwena made the following statements:

a. That he had access to more than one program.

('" b. That he could access a program involving Robert Rubin, former Secretary
of the Treasury.

c. That one of the programs he could access pays a return of ten to one on
investments.

d.That the programs he offered are either directly operated or supervised by
the ''Fed''.

e. That he had been in the business for several years and had enjoyed great
success in it.

t: That he and several members ofhis ''team'' would meet with DeFranco and
the CI in South Carolina as soon as everyone's travel arrangements could be worked
out.

25. During the time frame ofthe above conversations, at Mokwenat s request,
the following documents were sent to him via facsimile transmission:

8. A Proof ofFunds and KeyBank Bank Statement, purporting to be that of
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DeFranco and showing a balance in excess of$100 Million.

b. Irrevocable Consultant Facilitator Fee Agreement;

c. Non-Disclosure and Non-Circumvention Agreement;

d Non-Solicitation Letter; and

e. Irrevocable Consultant Facilitator Expense Reimbursement Agreement.

With the exception of "a" above, all of the documents were sent by Mokwena with
everything completed except for the signature lines for the CI and DeFranco.
Each ofthese documents were addressed to Sega Capital, Ltd. and, where applicable,
signed by "James Honse".

-

26. A meeting was arranged at the Lake Keowce house for August 6, 2001
with Mokwena and his associates. On August S, 2001 Mokwena called the Lake
Keowee house and left a message thatJimHonse had arrived at the Ramada Hotel in
Clemson, South Carolina andwould be meeting alone with the CI and DeFranco the
next day.

27. On August 6, 2001 Honse arrived at the Lake Keowee house and met with
the CI. At the beginning of the meeting Honse provided a business card to the CI
which listed him as the Chief Executive Officer of Sega Capital, Ltd., 5385, 87th

Avenue, Portland, Oregon.

28. DeFranco was unavailable for the August 8th meeting due to other duties
and an excuse was made that his father was seriously ill and that DeFranco had
traveled to Italy to be with him. Your affiant supplied the CI with a letterpurporting
to be to the CI from DeFranco which asked that the CI ask a series of questions
concerning the proposed investment. The CI showed the letter to Honse who
answered the questions and recorded some ofthe answers on a sheet ofpaper which
he left with the CI. Some of these questions and answers are as follows:

a. Question: How much interest will be made on the investment?
Answer: 50%-1000% per month.

b. Question: Is the investment secured?
Answer: the principal funds are 100% without risk.
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c. Question: Is the interest guaranteed?
Answer: Possible Profit Guarantee

d. Question: Is the program Government run?
Answer: The Fed licenses and screens the program.

In addition to these specific answers Honse provided the following
information:

a. That he became involved in the trading business seven or eight years ago.

b. That his company, Sega Capital, does the paperwork and due diligence
primarily for west coast investors. This work is done on behalfofdie two firms. One
is a trust in New York whose founders included Jonas Salk. The other is Downing
and Co. in Boston.

c. That the programs usually require aminimum investment of$100 Million
although some slots can be found for $10 Million.

~ d. That he works with a firm that deals with three of the twelve federally
licensed traders who deal with commitment holders ofwhom there are six to nine.

e. That the commitment holders have the exclusive rights to sell certain bank
syndicates' ''paper''. .

£T hat the profit ismade in the program through multiple trades of the
''paper'.

g. That anon-depletion account is typically used in these programs to assure
that there can be no loss of investor's funds.

In addition to these specific statements, Honse gave an extremely convoluted
explanation ofhow ''paper'' is traded. After concluding this overview ofthe program
Honse placed a conference call to Robert Downing and his associate, Rick Thayer.
Among others, the following statements were made during this conversation by
Downing:

a. That he has been in the securities business for a long time and has fully
disclosed all information regarding this program to Honse.
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b. That the CI and DeFranco's funds couldprobablyremain in KeyBankwhere
they were currently held, but that they may have to be moved to another facility.

c. That the program involves normal banking practices but uses leverage to
earn extra yield in a no risk environment.

d. That a modest return will be shown on the paperwork that will be provided,
however, in reality a return in excess of 100% per month will be made.

e. That one of their traders is involved with government projects in 80% of
their programs.

t: That they are currently involved in a project involving C-17 airplanes.

g. That they are also involved with a project in Atlanta called Children's
Village.

h. That cUITently an investor could go in to a program with $100 Million but
that this minimum was going up shortly to $500 Million.

Thayer advised the CI that an updated bank statement would be needed and
asked permission to contact Mark Thomas at KeyBank to verify the information. It
was agreed that Downing and Thayer would cometo South Carolina for a meeting to
further explain the program.

29. On August 28, 2001 your affiant caused a bank statement purporting to be
that of Lou DeFranco dba Sweet Tea Investments to be sent from KeyBank in
Columbus, Ohio to Honse. The stat~ment showed the amount on deposit to be in
excess of$100 Million.

30. On August 13, 2001 Honse sent to DeFranco via facsimile the following
documents:

a. A cover letter that introduces an entity called "Global Link". Honse states
in the letter that Global Link is a "federally licensed company which perfonns its
services on behalf of the federal government". Honse goes on to say that
DeFranco's funds will never leave his own account at KeyBank assuring a risk-free
investment. Honse reiterates his earlier statements that this is a federal trade program
and advises that a five fold profit can be made in thirty days after which DeFranco
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will be "invited to go to Switzerland and -meet directly with one of the handful of
bank syndicate connnitment holders".

b. A letter to be signed by DeFranco addressed to Global Link, 5450
Northwest Central Drive, Suite 215, Houston, Texas, 77092, requesting "assistance
in committing $100 J;Dillion to a private placement investment".

31. On August 20, 2001 Honse and DeFranco discussed telephonically the
setting up ofa meeting with Downing and Thayer. Honse stated that the ''trader'
would be at this meeting. On August 21, 2001 Honse telephoned DeFranco and
advised that the ''trader'' couldnotbe present because he had to travel to Switzerland.

32. On August 22, 2001 a conference telephone call was had between
DeFranco, Honse, Downing and Thayer. Downing advised that Bill Herisko is the
CEO ofGlobal Link.

33. Your affianthas identifiedHerisko as WilliamJ. Herisko of PalmSprings,
California and Houston, Texas. Your affiant has determined that Herisko was the

(""" subjectofapublic administrativeproceeding initiatedbythe United States Securities
and Exchange Commission (S.E.C.) in 1995. In this proceeding it was allegedby the
S.E.C. that Herisko, his partner, Kenneth S. Harrison and their company Global-Link
Capital Markets were in violation of the Securities Act of 1933 in that they were
offering investments in ''prime bank instruments" and were making representations
and omissions ofmaterial facts to investors concerning material facts relating to the
investments being offered Your affiant has further determined that on July 6, 1995
a consent order was entered in to by Herisko and Harrison wherein they agreed to
cease and desist from committing further violations of the Securities Act
Withoutadmittingordenying the findings offact contained in the Order, Herisko and
Hanison consented to the following finding offact:

" On the basis ofthis Order Instituting Proceeding Pursuant to Section SA of
the Securities Act of 1933, Making Findings and Imposing Cease and Desist Order
and the Respondents' Offer ofSettlement, the Commission finds that:

A. Global is a Nevada limited liability corporation owned and operated by
Hanison and Herisko and ~ased in Houston, Texas, and

B. From on or about May 1993 to approximately February 1994, Global,
Harrison, and Herisko violated Section 17(a) ofthe Securities Act by offering to sell
securities in the fonn ofinvestmentcontracts. Global solicited offereesvia telephone
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and mailed offering materials to approximately fifty-two corporations. Global told
the offerees that their funds would be used to purchase "prime bank instruments" in
$10 million increments in the fonn ofstandby letters ofcredit, prime bank notes, and
prime bank guarantees and would subsequently be resold to institutions and/or
individuals in the secondary market at substantial profits. Global offered the
securities by using offering documents containing representations they had no basis
forbelievingwere accurate. Global failed to investigate therepresentations contained
in the offering documents to determine their truth. In addition, without basis, Global
represented to the offerees that they would receive at least a 20% annual return on
their investment, that there were practicallyno risks associated with the investments,
that the investments were exempt under Commission rulest and that Global had .
entered in to a contract with an asset holder who could complete the transaction."

34. Between August 23, 2001 and August 28, 2001 Mokwena left several
messages on the Lake Kewoee house answering machine. In these messages he
advised that Honse, Downing and Thayer would be in South Carolina for a meeting
on August 28, 200I,. but that he could not attend because he was involved in the
filming ofa movie with Brad Pitt and that the ''trader'' would also be unable to make
the trip. He further advised that Downing was involved ~th a famous ''trader'' in
New York named Farouk Khan and that Donald Trump's ''trader'' may be available
for later transactions with DeFranco.

35. On August 28, 2001 a meeting was conducted at the Lake Keowee house.
Inattendance were DeFranco, Honse, DowningandThayer. Lasting inexcess oftwo
hours the presentation was in large part a reiteration of earlier statements made by
Mokwena, Honse, Downing and Thayer concerning how the ''investment'' worked
and about the many projects they were currently involved in. Some particular
statements that were made are as follows:

a. Downing beganby stating that there were two groups ofpeople involved in
this ''business''-licensed, organizedpeople like himselfand investors like DeFranco.
Downing then went in to a presentation ofthe background ofthe ''business'', stating
that it had begun as a way to rebuild Europe after World War IT and that now it is
used as a vehicle to provide funds to developing countries. .

b. Downing described Honse as being his West Coast representative and
that they have been associates for two years.

c. Downingstated thathe is associatedwith two licensed investmentmanagers
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who will present programs to DeFranco and that DeFranco will be able to meet these
people face to face.

d. Downing states that one of these licensed entities is Global Link Capital
Markets. He further stated that Bill Herisko is the head ofGlobal Link. Downing
went on to say that Herisko is licensed by the Federal Reserve to bring clients in to
these programs and is one of the twelve licensed to go to the six entities in Europe
which get commitments from banks in Europe for the ''MTN's''.

e. Downing then stated that "Sam" is Herisko's associate in Global Link.

(Your affiant has determined that "Sam" is Kenneth S. Harrison ofHouston,Texas,
who, along withWilliamHerisko andCapital-Link, was namedin the S.E.C. consent
order dealing with ''prime bank note" sales described in paragraph 33,above.)

£ Downing then goes in to details ofhow the program works in Europe. This
part of Downing's presentation was very disjointed and confusing, appearing to
consist ofnothing more than the stringing together ofcatch-phrases such as MTN,
European Letters of Credit, American Letters of Credit, European Business

' Climate, Leverage, Gearing, Syndication, Sweeping Accounts, etc.

g. Downing then stated that he has successfully placed two clients in to the
program that he has described. .

h. T bayer stated that within thirty days DeFranco's investment 0 f $ 100
Million will turn in to SSOOM.

i. In response to several questions asked by DeFranco, Thayer stated that at a
higher level many ofthese questions would be answered but that "confidentiality"
prohibited the answering of them until that point. Downing added, ''Would you
violate confidentiality once you are in the program?"

The meeting concluded with an agreement that a conference call with "Sam
and Bill" would be arranged.

36. On August 31, 2001 DeFranco engaged in a telephonic conf~rence call
with Downing and Herisko. Among others, Herisko made the following statements
to DeFranco:

(
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8. That he is the CEO of Global Link which is headquartered in Houston,
Texas and that he had been in these programs for eleven years.

b. That Global is a firm which services a limited number ofclients involved
in very large investments and that these clients have to be qualified through the
Fegeral Reserve which uses the Department ofJustice and the.Secret Service as their
investigators.

c. That he is semi-retired andnormally deals only with such persons as senior
politicians and CEO's ofbanks, leaving the day to day activites of the business to
Sam Harrison.

d. That there are only seven banks in the world licensed to be involved in
these trading programs and that confidentiality is an absolute requirement. Based on
this confidentiality Herisko d~clined.· to answer certain questions stating that
"disclosure is a step by step process·'.

e. That the program grew out of the Marshall Plan and the Bretton Woods

r Agreement and that at least 50% of an investor's profits must go to humanitarian
projects.

£: Thathe couldnot answer the questionofexactlywhatprofit wouldbe made,
however, that DeFranco's SlOOMillion investment would quickly grow in to $500
Million which was the usual minimum investment amount Herisko went on to state
that how this rapid growth occurred would be explained later in the process.

g. That U.S. Banks are not used because they do not have the credit
worthiness ofEuropean Banks.

h. That a credit line would be established at DeFranco's bank to begin the
tradingprocess but that at all times DeFranco t s funds would stay in his own bank and
that even though a credit line was established, DeFranco's funds were never
encumbered or had a lien placed on them.

i. That once DeFranco's account had grown to $SOOMi11ion the funds would
have to be transferred to a European Bank to continue in the trading program.

(Your affiant is familiar with an HYIP fraud technique wherein the investor is
provided bogus documents showing that he has already made huge returns on his
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funds and is then told that in order to continue making these amounts he must go
directly to a European bank. At that point the investor transfers his funds overseas
in to an account which the perpetrator ofthe scheme can, and does, access and steals
the investor's funds.)

Repea~edly during theconversationHeriskorepresented that thiswas aFederal
Reserve trading program, that he was licensed to conduct this business and that the
investment was completely risk free. Herisko concluded the conversation by'
directing DeFranco to submit a copy ofhis passport, a ProofofFunds and a Letter of
Intent to Invest. Subsequently, your affiant caused paperwork purporting to be these

. dOCUDlents to be sent to Downing and a meeting at the Lake Keowee house between
DeFranco, Downing and Sam Harrison was arranged for October 3, 2001.

37. On October 3, 2001 a meeting was held at the Lake Keowee house. In
attendance were DeFranco, Downing andHarrison. Downing begins by stating that
he has investigated overone hundred people who stated that they are in this business
and that he can absolutely vouch for Harrison. Hanison then made a presentation
containing many of the same bogus statements previously made by Mokwen~

Honse, Downing, Thayer and Herisko. Some ofthe particular representations made
by Hanison were as follows:

a. That he established hi~ company in the 1970's and that his was the largest
brokerage house west of the Mississippi other than Merrill-Lynch until the savings
and loan crisis which "chilled" the investment business.

b. That Bill Herisko is the senior partner in his business and that after Herisko
testified before Congress regarding the savings and loan crisis he was invited to
Washington in October, 1992 and asked to join the private placement business.

·c. Thathe and Herisko startedGlobal Link in 1992 to deal with the "grey area,t
that is the private placement business.

d. That anyone involved in this business will deny its existence because ifits
existence became known it would crash the financial markets. This confidentiality
prohibits any references from other investors.

e. That four years prior Global Link was invited to acquire a medium note
facility. Harrison then "explains" how the facility is owned and operated in a very
convoluted and confusing manner.

{'



t: That this business trades in medium term notes issued by the top European
Banks. Harrison gives as an example of the program. In this example he discusses
the Catholic Church backing bonds issuedbyCredit-Suisse which contracts with the
Federal Reserve to issue ''paper" at above market which is then sold through
middlemen, such as DeFranco, to institutional buyers who cannot purchase the
paper directly.

g. That there is absolutely no risk in the trading that is done and that an
investor's funds never leave his own account.

h. That they work directly with persons in Hong Kong, London and
throughout Europe and the Middle East so twenty-four hour access is needed.

i. That the entire program grew out ofthe Bretton Woods Agreement and was
the Marshall Plan to rebuild Europe after World War n. -

j. "'That the entire program is designed to fund worthwhile projects and that
investors are rewarded handsomely for helping the project work.

The meeting ended with DeFranco being advised that the next step was for him to
provide certain documents.

38. Over the next several days DeFranco bad several conversations with
Harrison who stated that he·had been told that DeFranco was also dealing with
another individual in trying to place his funds. Harrison refused to name this person.
In fact, the undercover operation was dealing with multiple persons offering these
investments. Fearing that Harrison and whoever he was getting information from
would compare notes and discover that they were the subjects of an undercover
operation your affiant made the decision to end· contact between Harrison and
DeFranco. This was done onNovember7,2001 in a telephone conversation in which
DeFranco advised Hamson and Downing that he was not going forward

39. During Downing's conversations with the CI and DeFranco he had
mentioned thenames ofotherpersons who were involved in the ''programs'' to whom
he could introduce DeFranco. Although further contact with Harrison was not
desired due to the danger that the undercover operation wouldbe compromised, your
affiantdid wish to explore the role ofothers involved with Downing. To accomplish
this DeFranco advised Downing that although he was not going forward in the
investment that he had a friend named Christopher Martin who might be interested.



Your affiant then orchestrated a number of telephone calls and meetings between
Martin and Downing in December, 2001 and January, 2002. During these contacts
Downing, along with Thayer, continued with the same standard HYIP presentation.

40. During the time that Downing was dealing with DeFranco and Martin he
made contact with Mark Thomas at KeyBank to verify DeFranco's· and Martin's
accounts. Additionally, an actual employee ofKeyBank in Venriont, named Scott
Carpenter, contacted Thomas on December 7, 2001. Mr. Carpenter is the Senior
VicePresident, Managers PrivateBankandInvestmentGroup. Mr. Carpenteradvised
that he was a friend ofRick Thayer and asked that Thomas extend all courtesies to
Thayer. Fearing that Mr. Carpenterwouldcheckand discover that neither DeFranco
nor Martin actually had an account your affiant made the decision to contact Mr.
Carpenter and solicit his cooperation in the investigation.

41. During December 2001 through February 2002, your affiant had several
conversations with Mr. Carpenter. M r. Carpenter was advised that Thayer and
Downing appeared to be offering a fraudulent investment. Mr. Carpenter advised
that upon being advised by Rick Thayer in December 2001 J that foreign banks were
being used to leverage funds with no credit risks, he told Thayer that he did not
understand these types of investments or transactions. Mr. Carpenter stated that
11tayer and Downing had been using his bank to send SWIFT messages but due to
the unusual nature ofthem he had discontinued doing so. Mr. Carpenter advised he
subsequently toldThayer that the investmentbusinesshe andDowningwere involved
inwas fraudulent and that he had obtained information via the U.8. Treasurywebsite
confinning the investmentprogram as fraudulent. Your affiant requested Carpenter
personallyprovide to Thayer the u.s. Treasury Fraud Alert Bulletinhe had obtained
regarding Prime Bank Fraud Carpenter advised affiant that he personally tnet with
Thayer inearlyJanuary 2002 andprovidedhimwith the FraudAlert Bulletin, having
circled ''buzz words" on the bulletin for Thayer. Your affiant mows the ''buzz
words" circled consisted of those listed in paragraph 11 of this affidavit. Mr.
Carpenter advised he again warned Thayer to be very careful. Despite the
information provided to Thayer by Mr. Carpenter, Thayer continued with his
presentations to Martin, continuing to solicit an investment from Martin.

(Your affiant is familiar with the use of Swift's in connection with HYIP Frauds.
SWIFT is an acronym for the Society for the Worldwide Interbank Financial
Telecommunication. This is a private organization dedicated to the promotion and
development of standardized global interactivity for financial transactions. The
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Society operates an electronic messaging service for financial messages, such as
letters of credit, payments and securities transactions between member banks
worldwide. SWIFTisheadquartered at Avenue Adele 1, B-1310 LaHulpe, Belgium.
SWIFT has standardized conununication forms referred to by form numbers, each
designed to accomplish a certain purpose. In one variation of the HYIP Fraud an

- investor is directed to have his bank send a certain numbered SWIFTmessage to the
''trader's'' bank and is told that this message merely verifies that he has funds
available in his bank and that they have been ''blocked'', that is they are pledged to
remain there for a certain period oftime. In actuality the SWIFT numbered message
that the investorhas been given is one which will cause his funds to be transferred to
the ''trader's'' account. The "trader" can then do as he wishes with the funds.
Another variation is to use a SWIFT numbered message that allows a line ofcredit
to be opened against the investor's account, which line of credit is then used to
deplete the investor's account.)

42. During December, 2001 and January 2002, Downing and Thayer
introduced other persons to Martin. These persons are the subject of a separate
investigation which ended with the arrest of Norman Michael Miller who was
arrested, admitted to stealing $18,000,000.00 throughhis HYIP scheme and has now
pleaded guilty in Federal Court in the District of South Carolina. Miller provided
information concerning HYIP's to your affiant confirming what he had learned from
other sources.

During the course ofthe investigation outlined above numerous telephone or
other wire communications to South Carolina £rain outside South Carolina were
made, or caused to be made, by the following:

Ronald Mokwena
. James Honse
Robert Downing
Rick Thayer
William J. Herisko
Kenneth S. Harrison

~.J!:: ~
Sworn to this~ day ofMarcfi, 2003.

Paul A. Jacobs
Special Agent
Federal Bureau of Investigation



• , " f

;• A;} 4103?458 (SCD Rev. 1Sheet 1 •~~ - c=rfmi==naJ=:C8se=.==========================-i

United States District Court AUG 1 2 200
District ofSouth Carolina LARRY w. PRuPES. Cl.ERI(

11. S. DISTRICT cqlJBT
,....

UNITED STATES OF AMERICA JUDGMENT
.

IN A CRIMINAL CASE
(For Offenses Committed On or After November 1t 1987)

VS.

Case Number: 8:03-179 ENTEREQ
WILLIAM J HERISKO AU613 lfJOJ

JlckHottgD
Defendant's Attorney

THE DEFENDANT:

o
• pleaded guilty to count(s)1 on 4/3103

o
pleaded nolo contendere to count(s) on which was accepted by the court.

was found guilty on count(s) on after a plea ornot guilty.
Accordingly, the court has adjudicated that the defendant is guilty of the following offense(s):

Date Offense Count
Title & Section Nature or Offense Copcluded Number(s)
t8:1343.F Please see indictment 12/2001 !

The defendant is sentenced as provided in pages 2 through .! of this judgment. The sentence is imposed
~ursuant to the Sentencing Reform Act of 1984.

". ~

o
The defendant has been found not guilty on count(s)

o
Count(s) 0 is 0 are dismissed on the motion ofthe United States.

Forfeiture provision is hereby dismissed on motion ofthe United States Attorney.

IT IS ORDERED that the defendant shall notify the United States Attorney for this district within 30 days
of any change of name, residence, or mailing address until all fineSt restitution, costs, and special assessments
imposed by this judgment are fully paid. Ifordered to payrestitution, the defendant shall notify the court or United
States attorney ofany material change in the defendant's economic circumstances.

July 20. 2003
Date of ImpositioD ofJudgment

Defendantts USM No.: 25319..112

Defendant's Residence Address:

Defendantts Mailing Address: HonombJe G. Ross Anderson. Jr., USDJ
Name and Tide ofJudicial Officer

/ / August 2OO3
t ----Date
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AO 2458 (SCD Rev. 4103) Sheet 4 -Probadm

~DEFENDANT: WILLIAM J HERISKO
\. CASE NUMBER: 8:03-179

PROBATION

The defendant is' hereby sentenced to probation for a tenn ofTHREE (3) YEARS.

The defendant shall not commit another federal, state, or local crime.

The defendant shall not illegally possess a controlled substance.

For offenses committed on or after September J3. 1994:

The defendant shall refrain from any unlawful use ofacontrolled substance. The defendant shall submit to one
drug

o
test within 15 days ofplacement on probation and at least two periodic drug tests thereafter.

The above drug testing condition is suspended based on the court's detennination that the defendant poses
a low risk offuture substance abuse. (Check, ifapplicable.)

• The defendant shall not possess a tireann, destructive device, or any other dangerous weapon.

Ifthis judgment imposes a fine ora restitution obligation, it shall be a condition ofprobation that the
defendant pay any such fine or restitution in accordance with the Schedule ofPayments set forth in the

("" Criminal Monetary Penalties sheet ofthis judgment.

The· defendant shall comply with the standard conditions that have been adopted by this court (set forth
below). The defendant shall also comply with the additional conditions on the attached page.

STANDARD CONDITIONS OF SUPERVISION
1) the defendant shall not leave the judicial' district without the pennission of the court or probation officer;
2) the defendant sball report to the probation officer and shall submit a truthful and complete written repon within the first five days of

each IOOnth;
3) the defendant shall answer truthfully all inquiries by the probation officer and follow the instructions ofthe probation officer;
4) the defendant shall support his or her dependents and meet other family responsibilities;
S) the defendant shaD work regularly at a lawful occupation unless excused by the probation officer for schooling, training, or other

acceptable reasons;
. 6) the defendant shall notify the probation officer at least ten days prior to any change in residence or employment;

7) the defendant shall refrain from excessive use ofalcohol and shaD not purchase. possess, use. distribute. or administer any controlled
substance or any paraphernalia related to controlled substances. except as prescribed by a physician;

8) the defendant shall not frequent places where controlled substances are illegally sold, used, distributed, or administered;
9) the defendant shall not associate with any persons engaged in criminal activity. and shall not associate with any person convicted of

a felony unless granted permission to do so by the probation officer;
10) the defendant shall pennit aprobation officer to visit him or her at any time at home or elsewhere and sball permit confiscation ofany

contraband observed in plain view by the probation officer;
t I} the defendantshall notify the probation officer withinseventy-two hours ofbeing I1Tested or questioned by a law enforcement officer;
12) the defendant shall not enter into any agreement to act as an infonner or a special agent ofa law enforcement agency without the

permission of the court;
13) as directed by the probation officer» the defendant shall notify third parties ofrisks that may be occasioned by the defendant's criminal

record or personal history or characteristics. and shall pennit the probation offICer to make such notifications and to confum the
defendant's compliance with such DOtification requirement.

['
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AO 2458 (SeD Rev. 4I03)JucfameDt in a Criminal casc
Sheets. Part A - Crininal MOJ1fI!YPenalties

P'" DEFENDANT: WILLIAM JHERISKo
(. CASE NUMBER: 8:03-179

CRIMINAL MONETARY PENALTIES

The defendant will make all checks and money orders
payable to the "Clerk, U.S. District eourf' unless otheJWise directed by the court.

The defendant shall pay the following total criminal monetary penaJties in accordance with the schedule of
payments set forth on Sheet S, Part B.

AsSessment Fine Restitution
Totals: $ 100.00 UYA $ N/A

o The determination ofrestitution isdeferred until AnAmendedJudgment in a Criminal Case will beentered
after such detennination.

o The defendant shall make restitution (including community restitution) to the following payees in the
amount listed below.

Ifthe defendant makes a partial payment, each payee shall receive an approximatelyproportioned payment
unless specified in the priority order or percentage payment column below. However, pursuant to
18 U.S.c. §3664(i)t all nonfederal victimsmust be paid in full prior to theUnited States.receivingpayment.

Priority Order or
Name of Payee *Total Amount 01 Percentage

Amount of Loss RudtutioD ordered ofPgyment

SEE J/lCTIMS LISTOF VlCfIMS. SN/A

o Ifapplicable, restitution amount ordered pursuant to plea agreement. - · . · . · · · · ... · · · .s

o The defendant shall pay interest on any fine or restitution ofmore than $2,500, unless the fine or restitution
is paid in full before the fifteenth day after the date ofjudgment, pursuant to 18 U.S.C. §3612(O. All ofthe
payment options on Sheet 5t Part B, may be subject to penalties for default and delinquencypursuant to 18
U.S.C. §3612(g).

o The

o
court detennined that the defendant does not have the ability to pay interest and it is ordered that:

The interest requirement is waived for the 0 fine and/or 0
o

restitution.

The interest requirement for the 0 fine and/or 0 restitution is modified as follows:

··Findings for the totaJ amount of losses are required under Chapters l09A, 110t 110A, and 113A ofTitle 18 for
offenses committed on or after September 13, 1994, but before April 23 t 1996.

~• .



Page 4

AO 2458 SCD (Rev. 4103) Judgment in a Criminal case
Sheet 5 Part 8 • CrimInal McnefaryPenalHes

~DEFENDANT: WILLIAM J HERISKO
{ CASE NUMBER: 8:03-179

SCHEDULE OF PAYMENTS

Having assessed the defendant's ability to pay, payment of the total criminal monetary penalties shall be due as follows:

A • Lump sum payment ofl100.00 due inunediately, balance due

o not later than ,

o or in accordance with 0 C, 0 Dt or 0 E below; or

B 0 Payments to begin immediately (may be combined with 0 C, 0 D, or 0 E below); or

C 0 Payments in (e.g., equalt weekly, monthly, quarterly) installments ofl over a period of(e.g.• months or years), to

commence after the date ofthis judgment; or

o 0 Payments in (e.g., equal) weeJdy, monthly, quarterly) installments ofl over a period of(e.g., months or years), to

commence (e.g., 30 or 60 days) after release from imprisonment to a term ofsupervision; or

E 0 Special instructions regarding the payment ofcriminal monetary penalties:

Unless the court has expressly ordered othenvise in the special instructions above, if this judgment imposes a period of
~mprisonment,paymentofcriminal monetarypenaltiesshallbedueduringtheperiodofimprisonment. Allcriminal monetary

". a>ena1ties, except those paymentsmade through the Federal BureauofPrisons I Inmate Financial. Responsibility Program, are
made to the clerk ofcourt, unless otherwise directed by the court, the probation officert or the United States attorney.

The Defendant shall receive credit for all payments previously made toward any criminal monetary penalties imposed.

o Joint and Several

Defendant Name, Case Number, and Joint and Several Amount:

o The defendant shall pay the cost ofprosecution.

o
o

The defendant shall pay the following court cost(s):

The defendant shall forfeit the defendant's interest in property as directed in the Preliminary Order ofForfeiture, filed
____--and the said order is incorporated herein as part of this judgment:

r-:'ayments shall be applied in the following order: (1) assessment, (2) restitution principal. (3) restitution interest, (4) fine
principal~ (5) community restitution, (6) fmc interest, (7) penalties, and (8) costs, including cost of prosecution and court
costs.
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IN TH.E DISTRICT COURT OF THE UNITED STATES
FOR THE DISTRICT OF SOUTH CAROLINA F/~

ANDERSON DIVISION
APR 03 2003

UNITEDSTA~OFAMEmCA ) Criminal No: 8:03·179 lARRY W. PROpfS
) U. S. DISTRJCr • CLERK

COURTv. )
) fLEA AGREEMENI

WILLIAM JOSEPH HERISKO )
)

AGREEMENT made this 71J day of¥ .2003, between and among

the United States ofAmerica, as represented by United States Attorney J. STROM THURMOND,

JR.• Assistant United States Attorney David C. Stephens; the Defendant, WILLIAM JOSEPH

BERlSKO, and Defendant's Attorneys, Ronald Herisko and Jack Lynn. Esquire.

IN CONSIDERAnON ofthe mutual promises made herein, the p8l1ies hereto agree as

follows:

1. The Defendan~ WILLIAM JOSEPH BERiSKO, agrees to waive Indictment,

FED. R. CRIM. P. 7(b), and arraignment, FED. R. CRIM. P. 10 and agrees to plead guilty to an

Infonnation charging Wire Fraud, in violation ofTitle 18United States Code, Section 1343 F.R.

CRIM. P. 11.

2. The Defendant, WILLIAM JOSEPH HERISKO, agrees to consent to the

commencement ofa presentence investigation immediately, FED. R. CRIM. P. 32(c).

3. The Defendant, WILLIAM JOSEPH BERiSKO, agrees to be fully truthful and

forthright with the United States Attorney's Office for the District ofSouth Carolina and federal

law enforcement agents in their investigation ofany unlawful activities, to include, but not limited

to, truthful and complete debriefings ofthe Defendant's knowledge concerning any unlawful



t" activities. Also, the Defendant understands that he must fully disclose and provide truthful
\.

information to the Attorneys for the Government including any books, paperst or documents or any

other items ofevidentiary value to the investigation. The Defendant must also testify fully and

truthfully before any grand juries and at any trials or other proceedings ifcalled upon to do so by

the Attorneys for the Government. subject to prosecution for perjury for Dot testifying truthfully.

The failure ofthe Defendant to be fully truthful and forthright at any stage will, at the sole election

ofthe Attorneys for the Government, cause the obligations afthe Attorneys for the Government

within this Agreement to become null and void. Furthert it is expressly agreed that if the

obligations.of the Attorneys for the Government within this Agreement become null aDd void due

to the lack oftruthfulness on the part ofthe DefeDdan~ the Defendant understands that: (J) the

Defendant will not be pennitted to withdraw his plea ofguilty to the offenses descnDed above: (2)

(' any and all additional charges known to the Attorneys for the Government may be filed in the

appropriate district: (3) the Attorneys for the Government may argue for a maximum sentence Cor

the offense to which the Defendant has pleaded guilty; and (4) the Attorneys for the Government

may use any and all information and testimony provided by the Defendant in the prosecution ofthe

Defendant ofall charges.

4. The Defendan~ WILLIAM JOSEPH HERiSKO, agrees to submit to such

polygraph examinations as may be requested by the Attorneys for the Government and agrees that

any such examinations shall be performed by a polygraph examiner selected by the Attorneys for

the Government. Defendant, WILLIAM JOSEPH HERiSKO. further agrees that his failure to

pass any such polygraph examination to the Government·s satisfaction will result, at Government's

sole discretion, in the obligations of the Attorneys for the Government within the Agreement
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becoming null and void.

s. The Attorneys for the Government agree not to prosecute the Defendant,

WILLIAM JOSEPH HERISKO, for other offenses committed in the District ofSouth Carolina

prior to April 3, 2003, which are the same or similar character as those cited herein. with the

understanding by the Defendant that DO limitation shall be placed upon the Court's consideration of

infonnatioD concerning the background. character, and conduct of the Defendant for the purpose of

imposin~an appropriate sentence, and such other offenses may be considered as relevant conduct

pursuant to Section IBI.3 ofthe United States Sentencing Commission Guidelines, FED R. CRIM.

P.8(a).

6. The Attorneys for the Government agree that any self-incriminating information

provided by the Defendant, WILLIAM JOSEPH HERlSKO, as a result ofthe cooperation

required by the tenns of this Agreement, although available to the Court, will Dot be used against

the Defendanlt WILLIAM JOSEPH HERISKO, in detennining the Defendantts applicable

guideline range for sentencing pursuant to the u.s. Sentencing Commission Guidelines. The

provisions ofthis parafPph shall not be applied to restrict any such information:

(A) known to the Attorneys for the Government prior to the date of this Agreement;

(8) concerning the existence ofprior convictions and sentences in determining § 4B1.1

(career offender);

(C) in a prosecution for perjury or giving a false statement; or

(D) in the event there is a breach of the cooperation provisions of this Plea Agreement §

1Bl.8, United States Sentencing Commission Guidelines.

1. The Attorneys for the Government agree to advise the sentencing Court ofthe

-3-
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extent and value ofthe Defendant's cooperation ifcalled upon to do so by the Defendant,

WILLIAM JOSEPH HERISKO.

8. The Government stipulates and agrees. that there was no actual loss and that an

intended loss amoUDt cannot be detennined. therefore Section 281.1(b)(1) will Dot be used in

calculating sentencing guidelines.

,9. The parties hereby agree that this Plea Agreement contains the entire agreement of

the parties; that this Agreement supersedes all prior promiSe8t representations and statements ofthe

parties; that this Agreement shall not be binding on any party until the Defendant tenders a plea of

guilty to the court having jurisdiction over this matter; that this Agreement may be modified only in

writing signed by all parties; and that any and all other promises, representapons and statements,

{" whether made prior to, contemporaneous with or after this Agreement, are null and void

~~·Z,Oa3
DTE

Herisko or Jack Lynn
eys for the Defendant

BY:
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NORMAN RASMUSSEN
TELEPHONE ATTORNEY AT lAW FACSIMILE
(562) 436-9631 11GOlDEN SHORE. SUITe 430 (562) 436-1467

LONG BEACH. CAliFORNIA 90802-4218

May2t 2008

Sent via facsimile & US Mail
323463-0219

Law Offices ofBill Swearinger
6255 Sunset Boulevard, Suite 1021
Hollywood, CA 90028-7411

Re: Ann PalmerlWilliam Herisko

Dear Mr. Swearinger:

This letter is to clarify my letter dated December t9, 2002, with
respect to the Promissory Note executed by William Herisko in favor ofmy client,
Ann Palmer. In expressing myopinion, Ihad not made anydetailed investigation but
rather I relied on my conversations with ~Ir. Herisko that he was willing to sign the
Note to please Mrs. Palmer but that there was no way he could possibly repay the
Note. I didn't look into his assets or credit worthiness to verify his statements. He
did tell me that the $4 million was in a S\viss bank and that Mrs. Palmer should be
able to recover that money. He said it was not under his control. Accordingly, Idid
not intend to express an opinion as to whether or not the money in the Swiss bank .
($4 million) was collectable or not. I was only expressing the opinion as to whether
or not the l'~ote would be coliectabie from Willi&n Herisko personally. I hope this
clarifies my opinion.

Yours truly,

NR:sh

21J
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ltllSllVlllln laak&Tlust

t

PO BOll Nortl. Antelope Road --. Mission, SD
UUL

57555
(605)·856-5219

.STATEMENT

AUGUST 10, 2001 CONTRACT BASIS
USRBT: AGGREGRATED FUNDS

ANNABELL M. PALMER FAMILYTRUST $25.0 MReservcd
$10.0 MUnreserved

SECONDARY MARKET GROSS PROFIT
!
~ACCOUNT"

~2S.0M X4% ~ 1.OM GROSS PROFIT
ACCOUNT PRlNCtrAL $lOJOOO~OOO.OO $.71SM DBFERRED AND ACCRUED

Represents 80% - USRBT
BEGINNING BALANCE $10tOOO~OOO.OO $.22SM PAID OUT

• Represents 20% .. Depositors •
CREDIT $64.039.40

DISPOSITION: 20% OF GROSS PROFIT
DEBIT $64.039.40

.225M /35,134.618 = $6,403.94 per M
ENDING BALANCE

f
$10,000,000.00

"NOTE: .21SM is .025M more titan the 26°4 to Depositors el
(:HECK AMOUNT ~ because ofan el~c:tion by "SROT CO pay Odt nil callh ~

aSldcm(ed witll tbis secondary mat-kef transaction. .. '"

~

5
~
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1053
u.s. RESERVATION BANK & TRUST

P.o. lOX 1 NORTH ANT&ON RD.
MIS$ION.IO

DAT!:~;;;:0/ ,,211I'11

OiDi1j1&F...4Ul...aL4t:f".~-I}!!J~"'JIP~~-H----H-~-r-.....-;----;-----,----""" $~~j2t1. ~

JIOR-.-..-.....-..-_Delaware........................___ .4N·at
Place

............

•

Jl O
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en:
I. S.ReservatloDB.k&frUSi

g n ""''''-

PO Bol 1NortIJ Aafelope Road ~Mission. SD 57555
(60S) 856-5229

STATEMENT

SEPTEMBER " 2001

ANNABBLL M.l)ALMER FAMILY TRUST CONTRACT BASIS
USRBT:AGGRBGRATEDFUNDS

$25.0 MReserved
$'10.0 MUnreserved

ACCOUNT II
i
~

SECONDARY MARKET GROSS PROFIT
"ACCOUNT PRINCIPAL $10,000,000.00 oo~

$2S.0M X 3.60/0= O.9M GROSS PROFIT
BEGINNING BALANCE $10,000,000.00 $.720M DEFERRED AND ActRUEO

Represents 80% - USRBT·
CREDIT $57)20.97 $.180M PAID OUT

Represents 200/0 .. Depositors
DEBIT $57,320.97

DISPOSITION: 20% OF GROSS PROFIT
ENDING BALANCE $10,000,000.00 ~.180M 131
CHECK

t402,II g=$5,732.10 perM
AMOIJNT ~. eJ

~
~

~
at
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Receivership Office
P. o. Box 14050

Scottsdale, AZ 85267
(480) 948-1711 (Phone)
(480) 951-3887 (Fax)

March 201 2007

ANN PALMER

RE: USRBT First Distribution

Dear ANN PALMER.

In accordance with the Court's C?rder. enclosed please find your first
interim distribution in the aforementioned case in the amount of
$~229,209.49.

Should you have any questions. feel free to contact us by mail. phone. or
through the website at www.usrbt-receivership.com.

Very truly yours,

Lawrence J. WQ~·.......~~
Receiver, U5RBT, et 01

LJW/jjb

Enclosure



Tax Audit Documents

Exhibit Date Description
1 2002 2002 Income Tax Return
2 2003 2003 Income Tax Return
3 8/20/07 Letter from State california Franchise Tax Board
4 5/14/07 Audit Issue presentation Sheet No. 1
5 7/17/08 Notice of Action
6 5/8/08 Letter from State california Franchise Tax Board
7 10/19/07 Letter from Wiggett Financial GrQup
8 5/5/08 Letter from Wiggett Financial Group



Califo-rnia Resident
Income Tax Return 2002 540
APE FEDERAL RETURN ATTACHMENT REQUIRED:

~~ O~

PALM ** 02 PBA 211110

r---
DO NOT
AlTACH 1\NNI\Dt:LL M PALMER

he---
LABEL

Step 1
RPName and
E

Address

FOR COMPUTERIZED USE ONLV

01 1 37 0 56 0 APE 0
06 0 38 0 · 57 0 3800 0
09 1 39 45873 58 0 3803 0
10 0 41 0 59 0 SCHGI 0
12 0 42 0 60 0 5870A 0
14 81278 43 0 61 0 5805 5805F 0
16 0 44 0 64 0 573560669
17 367118 45 0 65 45873 FN 953428257
18 1399918 47 45873 66 0
20 0 48 0 68 0
23 0 49 45873
28 0 50 0
29 0 Sl 0
30 0 52 0
31 0 53 0
35 0 54 0
36 0 55 0

Step 2 1 Single
2 Married filing jointly (even if only one spouse had income)Filing Status
3 Married filing sepantlly. £ntar spouse's SSM above and fuU name hire ~~~~ ~~""P------CheQ oNy one.
4 HeadDfhoulellold(wIfh . DItIOft).STOP.S•• instJuctiens. 5 Iad~~~.~~·.~t.~,r

Step 3 6 Hsomsne can daim or scouse, If man'ied) as ad...... on their tax return, check th! box here •••.• 6
7 ,.,.....: It you CNCI&Id ... 1. 3. or" abcM...... \ in tho bDL If JCU cheCUd &201 2 or 5. enter 2 In 7 1 x S80 $ 80 .

Exemptions N DO&. UfOIl CI'ICIIed b bOa 01' W 6....~ • . . • ... . . ••• •• .• •• •• • • • • • • .. . • . . . . .
=

~

8 Blind: If)W (or If married, your spouse) are visually impaired. entIr 1: If both. entar 2 8 x S80 = $
9 Senior: If you (or Umarried. your~8) are IS or older. enter 1; if both, enter 2•••.. ". •• . . • 9 1 x $80 ::: $----8_0_"

10 Dependents: Enter name and relationship. Do not include yourself or your spouse.

Dependent
Exemptions ___- 1..~eumpticns ..• 10 Ox $251 =$ _

11 Add line 7 through line 10. This is your total exemption amount ...... . . . . . . . . .. 11 $ 160.
Step 4 12 State wages from your Form(s) W·2, box 16 12 _

'3 Enter adjusted gross income from your 2002 federal return . . • . . . . . . . . . . . . . . . . . . . . . . •. 13Taxable . 448.396.
Income 14 caJifonia adjustments - subtractions. Enter tt1e amount from SdteduIe CA (540). line 35. alIumn B ..•......• 14 81.278.

1S Subtract line ,14 from tine 11 If less than zero, enter the result in pnntheses. See instrudions 15 367.118.
16 CaUfornia adjustments - additions. Enter the amount from SChedule CA (540), line 35, column C " "... 16
17 caUfornia adjusted gross income. Combine line 15 and line 16 "...............• 17 367.118.
18 :nter the larger of your CA standard deduction OR your CA itemized deductions .......• , 8 1.399.918.

CAlA.1912 12109J02 19 Subtract line 18 from line 17. This is Ut taxable income. If tess than zero. enter ·0.. . .... 19 o.
Step 5 20 lax. Check if from: Tax Table Tax Rata Schedule FTB 38m or FTS 3803 • 20 o.
Tax 21 Exemption credits. If tine 13 is over $132)93, see instrudions.. Otherwise, enter amount from lint n 21 o.
Au.aen~ of your 22 Subtract line 21 from line 20. If tess enter -0. 22
~~:&ae;?:':-2G.

than zero, o.
0 0

~~~=:r:.
23 Other Taxes. Check if from Schedule G·l and . form FlB 5870A ,....... @23
24 Add line 22 and line 23. Continue to Side 2 _ _ .

For Privacy Act Notice. get form FTB 113\_ 540(}2106051

/



vcur/Qma: ANNABELl H. PALMER VllU'SSN:__

6 Iifle 24 . 2s -- o.Step 2S Amount from Side 1,
28 Eater rsedit name COde no. & amount ~ 28

Spedal 29 Enter.eredit name c:odt no. & amount ... 29credits
and 30 To daim more than two credits. see instructions .••.•.••••••••..• 30
Nonrefundable 31 Norvefundable renter's credit. See instructions for -Step 6· 31
Renlds 33 Add line 2B thrcugh line 31. TheSe are your total credits 33Credit

34 Subtract line 33 from line 25. If less than zero.
enter·o. 34 o.

Step 7 35 Alternative minimum tax. Attach SChedufe P (540) •••• . •• ••• • • . • . • . . .. • . .. . • . • . . .. .. • • . • . ... 3S o.
36 Other taxes and credit recapture.Other Taxes See iM1r&lC:tiorlS ;.................................................... 36
rI Add line 34 through line 36. 'This is your total tax wn o.

StepS 38 California income tax withheld. see instructions .. •••. •. . . . . . • • •. •• 38
39 2002 California estimated tax and other payments 39 45,873.

Payments
41 Excess 501. See instructions II It • • • • • • • • • • •• 41
Child and Dependent Care Expenses Credit. See instructionS; attach torm FlB 3506.

• 42 • 43 _

.~ .E
46 Add line 38. line 39, line 41. and line 45. These are your tolal payments 46 45.873.

Step 9 47 Overpaid tax. If line 46 is more than line 37, subtrad line 37 from line 46 47 45,873.
48 Amount of line 47 you want applied to your 2003 estimated tax 48Overpaid

Tax or 49 . Overpaid tax available this year.. Subtract line 48 from Une 47 49 45.873.
Tax Due

SO Tax due. If line 46 is less than line 37, subtract line 46 from nne 37 50

Step 10 CA Breast cancer Reseatcn F\ftS .• 56
~~'~..~ 51Contributions CAFnliQtders' Memorial Fund ...... 57

AIZneImefS DiseISeIReIntd ~ Food52 Assistance
~f_ ......................

.......•
Program UIId ..................... 58

CA Fund tor Senior CItiZens 53 CA Puce 0Iker MtmariaJ
FOUftd8Iiac\ fUi'd ................. 59

Rare and Endangend Species
Pteservation Pragnun .............. 54 L&IPUI FoundatioAof America.

caBfDmia ChaIltllS Fund ............ 60

Smte CNlcUen~ lrUlt FIN for Asthma and Lung Disease
1M Prevention of Child Abuse ......... 55 Rlsurc:tI fltJld .................. 61

64 Add line 51 through line 61. These are your total conbibUtions .• 64 o.
Step " 65 REFUND OR NO AMOUNT DUE. Subtract Jine 64 from nne 49. Mail ta:

FRANCHISE TAX BOARD, PO BOX 942840, SACRAMENTO CA 94240-0009 • . . . . . . .. . . . .• 6S 4.....5.........8_7...3.....Refund or
Amount 66 AMOUNT YOU OWE. Add line 50 and Une 64. MaO to:You Owe FRANCHISE TAX BOARD, PO BOX 942867. SACRAMENTO CA 94267-0001 66

Step 12 67 Interesl.late return penalties, and late payment penalties................................. f;}

68 Underpaymnt of estimated tax. Check box: 0 FT8 5I051ltaehed attached .....• 68
Intentst and

0 FrS 5805F
Total amotJl'1t due.Penalties 69 See ir1strlJctions .•.. . .. .. 69

• 70 4
.Step 13 Do not attach a voided check or a deposit slip.

Complete this section to have your refund directly deposited. Routing number . . . . . . . . . . . . . . . . . . . . . . . .. . . •
Direct Deposit -----
(Refund Only) Account Type:

Checki

6

Sign Here ~-l 'j=-drO
It 1$ unIaWtut ID
torp • soouse",
11;III.8.

- .. "1·'·1.. .1""'"Joint retutn?
.Set insIruc:bonS. •

HOWARD M. SCHULMAN, CPA 25044 PEACHLAND AVENUE. SUITE 204
SANTA CLARITA CA 91321-2552 • 95-3428257

Side 2 Form S40 Cl 2002 54002206051 CAJA3912 12JD!MJ2



'9TAXABlE Y;:-AR SCHEDUlE I
2002 California Adjustments -- Residents CA (540)

Important: Abach this schedul~ directly behind Form 540. Side 2.
1Uane(s) as SbDwft on reIUf1)

ANNABELl H. PALMER
Part I Income Adjustment Schedule A Subtractions· Additions

------.--.,1-----------------
B See instructions : C See instructionsSection A - Income

7 wages. sa.... lIDS. eIC. see iftStruCbanS bItate making an entry in COUM 8«C 7
8 Taxable interest ~ome....................... 8 6_6 29_6-l!.~__- __~-_-----
9 Ordinary dividellOs.. ...•.• ... . . . • . . . . . • . . • . • • . • • . . . . . • . •• . •. 9 6_5 8_4_0_.+0---... _

10 Taablerefunds. credts, Dffsets of state and IOCII income taxes •......•..•. 10 45 . 873 .
11 AltR1Or1Y received . . . . • • . . . • . . . • . . . . . . . . . • . . • . • . . • • . . • • • . • • •. 11
12 B~~incomloi(~) ......•...•.•.•.•.•..•....•••.....•••... 12 ~_4__ 1~6__7__.+-- ~ ___
13 Capital gain or (loss) ...........•.•..•• _...... • .• .•..••••.•• 13 2_8.....4 , 82....7.....-+- _

14 Other gains or (losses) ••••...••...••••.•.•.•..•• · ..... ..•.•. 14 ---------ir-------~-------
15 TOiaI IRA~ See iGstnIdiOnS •••••• (a) (b) 0+00- _

16 Total~ and aJUWities. see instrudians • (a) (b) _~I-------....,..-------
17 Rental real estate. fOY3ItiaS.~ s~ trusts. etc • • • • • •• • • •• 17 • ....49 ..,;;",0...1..1~.!M- 4.........2...8...5...... _
18 Farm incotne or (toss) ••••.•••••••• _••••••••• _• •• • •• • • • • • •• •• ••• •• 18 __- +-- ---;'

19~,~en.., cne UtnlIwnount in column A and column B • 19 ~~~~+----~~~~

20 Sociat security benefits ..•. - .••••.. (a) 36. 612 . (b) .....3....1.......12...0-......a..__......3_1............1...2....0_.
21 Other income.

a california lottery wimings e HOI.. from FlB 38050,
b OAster lOSS C8If1IMt' tram m 3805V 3805Z. 3806. 3807. or 3809. 21
C Fedel8l HOi.. (Form 1040. kne II) f Other (describe)
d NOI. carryover tram F1B 3805V

.f
22 TotaL ComDifte liM 7~ line 21 in coturm A. Add line 7 trnugh line 211 ill
~ 8 IIId mturftft C. GO to S'*" 8 • • • • • • • • • • • • • • • • . • • • • • • • • • • • •• 22 449.112.

Section B - .ustments to lncome
23 EdlJCator expel1Se ••••••••••••• _• • • • • • • • • • . • • • • • • • • • • • • • . • •. 23
2A IRA dedtICtion .......••..••.••..•.•.••••••..••••••.... :. ••.. 24 ......
25 StUdent loan interest deduction" .•.••..••..•.••.....•...• ". •. 25 __- +-- - _
26 Tuition and tees deduction ••••.•••.•••••••.••..•••.•.••••••. 26 _
~ Arc:tler MSA oeduction ...•••••.•••••••••• _•••• . • . • ••. • •••••. 'Z1 _
28 Movillg expeJ1Ses . . . . . . . . • . . •• • . . . . • • • • • . • . . •• . • • . . • • . . . . . •. 28
29 One-half of sett--employment tax •• • • • . • • • . • . • . . • ••• • •• • • •. • •. 29
30 self-employed health insurance deduction. • . ••• • • . • . •. . • ••. •. 3D _
31 Self-employed SEP. SIMPLE. and qualified plans ••••.•..•..•. 31
32 Penalty on early withdrawal of savings •. • • . . . . . • . . • . . . • . . . • .. 32 _
33 a Alimony paid.

b Recipianfs: SSH •. " _

Last name..... 33a -_~

34 Add line 23 througn line 33 in cotumns A. B.
and C ........................•..••.••.•••...••....•.•.•.•. 34 716.

----~~---......----~35 TDbl. Subtract bne 34 from line 22 in cclumns A. B, and C. see instructions ... 35 448.396. 81.278............• --------.
Part II Adjustments to Federal itemized Deductions
36 federal itemasd deductions. Add tne Iftloums on federal Schedule A(form 1(40), Jines 4. 9. 14, 18, 19, 26. and 27 .......•.. . . . . . . .. 36 1.466.186.
37 Enter total of federaf SChedule A, line 5(state and local income tax and Stale Disabitity Insurance) and Dne 8 (foreigrrtaxes only) ... . . .. "$1 4.7.332.
38 Subtract line 37 from line 36 ." .....•.•..... "............................................................ 38 1.418.854.
39 Other adjustments including California tottery losses. See instructions.

Specify... . 39

40 Combine line 38 and line 39 . . • . . . . • . . • . . . ... . . . . . •• . . . . . . . . . . . . . . . . . . . • . • • . •• • . • . . • • . . . . • . . . . . . . . . . • . . . .• 40 1.418.854.
41 Is your federal AGI (Fonn 540, line 13) more than the amount shown below tor your filing status?

Single or married filing separately - $132,793 Head of househokl- $199.192 Married filing joinUy or qualifying widow(er) - $265589

No. Transfer the amount on line 40 to line 41. I
Yes. Complete the Itemized Deductions Worksheet in the instructions for Schedule CA (540). line 41. . . . .. 41 1 . 399 . 91 8 .

I
42 Enter the larger of the amount on nne 41 oryour standard deduction listed below

SinOtt or married filino separately - 53.004 Married fifmg iOinlly, bead of RDusehoIG. or qualltying widaw(er) - $6.008
Transfer the amount on Jlne 42 to Form 540, line 18 ......................•.......................'. . . . . . .. 42

I
1:399 . 918 .

I
CA Itemized Deductions were limited per FTB Itemized Deductions Wks.

CAIA4OO\ 12JliJQ2 I CA540021040S1 I ScheQuie CA (540) 2002



"'TAXABLE YEAR Net Operating Loss (NOL) Computation and NOl and. CALIFORNIA FORM

2002 Disaster Loss Limitations - Individuals, Estates, and Trusts 380SV
Attach to ygur California tax return.

..A...N...NA.......B.E..L...L_tt__" _P_A_L_M_E_R -- IF-~-~-a
Part I Computation of Current Vear N.DI- If YOU do not have a curre~t year NOL. 90 to Part 11.

....
Section A - lndividtJals. Estates, and Trusts

1 =.fsO:~.::.=:';~
2 itemiZed deductions or standard deduction from

..~.l.~~.~~~.~.~ •. ~~~?:.~.~~~:.~~ ... :... 1 367.118.
2002 Form 540. line 18 or 2002 Long Form 540NR, line 18 .•• _ 2 -1.399.918.

38 Combine line 1 and line 2. (Estates and Trusts, enter taxable income, see instructions.) It negative. use
brackets. If' positive. enter .().. here and on line 27 and do not complete the rest of Section A. You do not
have a current year NO!.. Complete Partll and Part III if you have a carryover from prior years . 3a -1.032.800.

b 2002 designated disaster k»ss included in line 38. Enter as a positive number . 3b

c Combine line 3a and line 3b. If negative, use brackets and continue lo line 4. If zero or more. do not complete
the rest of Part 1. Enter the amount from line 3b. if any, in Part lilt line 3, col.."n Cd) and complete Part II and
Part III as iMtructed · · · • •· · · · • · · · · · · · • · · •. 3c -1.032.800.

Hote: Enter amounts on line 4 through line 26 as if they were all positive runbers. See instructions.
4 Nonbusiness capital losses ••....•.....•• H • • • • .. • • 4 338. 551 .
5 Nonbusiness capital gains. See instructions 5 623 •378 •
6 If line 4 is mOte than line 5. enter the difference; othetWise. enter .(). '" . • .. • . • 6 0 •
7 If line 4 is less than line 5. enter the difference: otherWise. enter ·0- ~.. ....... 7 ....2..;;.8_4........8-.2...7.....
8 Nonbusiness deductions 8 42. 839 .
9 Nonbusiness income other than capital gains 9 132. 136.

10 Add line 7 and line 9 ..........•.. _ , .......• , 10 416. 963'.
l' tf line 8 is more than line 10. enter the difference; otherwise. enter ·0- '1 o.
12 If line 8is less than tine 10. enter the difference:

otl1elWise, enter ·0- ... _.. . . . . .. . . .. .. .. . . . . . . .. . . . .. . . .. 12 374.124.
13 Business capital losses .. . . . . . . . . . . . . . . . •. . . .. . . . ... 13
14 Business capital gains. See instructions........... .. 14
15 Add line 12 and line 14 15 374,124.
16 If line 13 is more than line 15. enter the difference: otherwise. enter -0. 16 o.
17 Add line 6 and line 16 , •.." •............... -.. •... 17 o.
18 Enter the loss. if any. from line 8 of Schedule D (540). Estates and Trusts. enter

the toss. if any. from Jine 9. column (e), of Schedule D (541). It you do not have
8 loss on lnat line (and do not have an R&TC Section 18152.5 exclusion), skip
line 18 thlough line 23 and enter on line 24 the amount from line 17 . . . . . . . . . • . .. 18

19 R&TC Section 18152.5 exdusion. Enter as a positive nunber ..•.........................•••...•.•......... 19

20 Subtract line 19 from fine 18. If zero or less. enter -0- - ...•.....•... 20

21 Enter the loss. if any. from line 9 of Schedule 0 (540)" Estates and Trusts, enter
the Joss. if any t from line lOot Schedule 0 (541). Enter as 8 positive nLmber •... 21

22 If line 20' is more than line 21. enter the difference: otherwise, enter.(). 22 _

23 If line 21 is more than line 20. enter the difference: otherwise enter -0· - . 23
24 Subtract line 22 from line 17. If zero or less. enter -0- . 24 O.
2S Disaster Joss carryovers from prior years. see instructions •.•...•................................•.....•... 25
26 Add line 1'. line 19. line 23. line 24. and line 25 - . 26 o.
27 Combine line 3c and line 26. If more than zero. enter -0-. You do not have a currem year NOL to carryover . Z1 -1.032.800.
28 Enter as apositive nvnmer the amount tram liM 27 that represents losses intUmd by anew business

and/or an eligibte smaU business. Do not enter more than the amcunt on line 27 •...•••••.••••••••....•••.•••.••••••...•.•. 2B
29 Decrease the loss on line 27 by the amount on line 28 " . 29 -1.032.800.
30 General NOL. Multiply line 29 by 60% (.60) .•.•.•••.....••.. - . 30 619.680.
31 2002 NOL carryover. Add line 28 and line 30. See instru:tions " . 31 619.680.

CAlZB012 01102J03 J 3805V02104051 I FlB 3805V 200~ Side 1



·A_NN_A.....B...f .....ll___.H............PA.....L...." ...
Section B - Nonresidents and

ER---------------------------_1
Part-YearResidents Only - Coll1DUtltiOft of Current Year CaUfomia HOl

Note: Enter amounts on line 32 through line 37 as if they were all positive numbers.
32 Subtract Schedule CA (54ONR). line 46 from Schedule CA (54ONR). line 43. " thE! result ;s a loss. enter the

amount here as a positive nunber. If the resutt is zero or more. enter -0. here and on line 38 and do not
complete the rest of section B because you do not have a california NOL . . . ••• . . ••• .. . •• • . . . •••• •. • .. . . .. .. . •... 32

33 California disaster loss carryover amotnt from 2002 Schedule CA (54ONR), line 21b, column B plus net
capital loss from 2002 SChedule CA (54ONR). line 13, cokmn E .. . •. .. .. . .. . . . . .. • . .. . . .. . .. . . .. • . .. . .

t

.. .. .. . .. . . . .. .. .. .. .. 33
34 If line 32 is more than line 33, enter the difference; otherwise. enter .() : 34
35 Enter as I positive number Ibe amaunt from fine 34 tbat rtPtIS8IItS tosses inCUrred by I new business

and/or an eligible small Dusiness. 00 not more tiwl till amount on line 34 3S
36 Subtract Jil1e 35 from 1ir1e M 36
D Gel'leral NOL. Multiply line 36 by- 60% (.60) .. .. • • • .. • • • . • .. • .. • • . • .. . . • • .. .. . • .. . . • • .. • • . . . . • . . . • .. .. • . . .. • .. .. . . . . . . .. .. 37
38 2002 NOL carryover. Add line 35 and line 37. See instructions 38

Part II 'Determine 2002 Modified Taxable Income (MTI). Be sure to read the instructions for Pan It.
1 Taxable income. See ir1strucIions • .. . •• . . • . • •• . .. • . • .. . • . • . ••. .. . •••.. .. •. . .. . • . . ••. •• .. . . . . .. • . . • .. • . • . . .. . • . . •• .. . . 1 -1.032.800.

Note: Enter amounts on lme 2 Dvouph line 4 as if they were atl pos.Uve numbers.
2 Capital loSS deduction induded en line 1 2
3 Disaster loss carJyOVI( indtlded in line 1 . • .. • . •• . . • . • • • . . . . • •. . . • .. •. . . . .. . .. • . • •. . . . • . . . . . . .. . • .. .. .. . • • . • .. .. .. .. • • •• . .. 3
4 NOL carryover included in liM 1 : ••.. 0 0 • .. • 4

5 MTI. Combine line 1 Uvough line 4. If line 5 is zero or tess. enter -0•. 0............................................ 5 o.

Part III HOL ca over and Disaster Loss Canvover UmltaUans. See instructions.
(g)

Available balance

1 MTl from Part II.
line 5 0........................... 1 o.

Prior Year NOLs
.'--'7~"- ~. -..-.... •• ---~-.,
/ .. "c..; -- .. ..... .... ... ......

(a> (d) (e) (I) • .." r • t • ,. • ~ (h)
Year of &Je T~~ Initial loss Canyover Amot.rlt used :~" ~ ~ :. ' ',' . '. :r .' ~,'J Carryover to 2003

loss from 2001 in 2002 ~ ', .... : I ,'; > : , ' ','. : ..... :.; :.~ subtiact column (f)
See from column (e)

below 'L' '.. ~ .. '. '. , .~. ':....::.

2 DIS

DIS

DIS
Atl

other
t Des

Current Year NOLs

3 2002 DIS

4 2002

2002

2002

2002

"-ype of HOl: General (GEN). New Business (NS). Eligible Small Business (ESB). Title 1i (111) t or Disaster (DIS).

5 NOL carryover. Add the carryover amounts in column (h) that are not the result of a disaster loss. . . . . . . . . .. . . . 5

6 Disaster loss carryover. Enter the total loss carryover amounts in column (h) that are the result of
disaster losses . . . . . . . . . . . .. . . . . . . . . . .. . . . . . . . .. . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. . . . . . . . .. . 6

Side 2 FTB 3805V 2002 3805V02204051 CA1Z8012 Ol102JQ3



Schedule CA Federal Schedule C, E 2002
Lines 12, 17 and 18 and F Adjustments

~NNABEll.....:......::N_ame~as..........s....hown............H.on....Re.........tum.................. -=.~PALMER ...............

Line 12 - Business Income or (Loss) (B) (~) (d)
Adjustments California Federal California

Amount Amotnt Adjustment

DRILLING/OIL AND GAS 4.167. 4,167 ..

Totals .................................................. 4,167. 4.167 , o.

Line 17 - Rents, Royalties, Partnerships, (8) ee) (d)
Estates, Trusts, Etc Adjustments California Federal California

Adjustment

AIRFUND II INTERNATIONAL
.- K-IP Line 1/2/3 17,805. 17.805.

FROG
-

LEVEL, LL(
K·1 P l ; ne ."1/2/3 5,969. 5,969.

FIFTH. AVENUE APARTMENTS-INDIANA
K-IP l;ne 1/·213 9.768. 9.768.

BOSTON CAPITAL TAX CREDIT FUND
- K-IP Line 1/2/3 -4,355. -4.355.

ST NICHOLAS HANOR
See Line 17 •Rents, Roya!ties. Partnerships t Etc Adiustmen ~82.483. -78.198.

Totals .................................................. -53.296. -49.011.

Line 18 - Farm Income or (Loss) (B) (C) (d)
Adjustments California Federal california

Adjustment

T~als I~~~~~_I~~~~~••~~~~~

caMHOt .scR 11130102



• Federal Schedule C. E and F Adjustments
· Une 17 - Rents, Royalties, Partnerships, Etc Adjustments

Line 17 - Rents, Royalties, Partnerships, (8) (e)
Estates. Trusts, Etc Adjustments California Federal

• K-IP line 1/2/3 -970. -970.
BRANCHWOOD TOWERS L P

• K-IP Line 1/2/3 22.238. 22.238.
RANCON REALTY FUND V

• K-lP line 1/2/3 710. 77·0.
PARK INTERNATIONAL CORPORATION

~ K-IS Line 1/2/3 "103,035. -103.835.
PARK INTERNATIONAL CORPORATION
· K-rS Line 1/2/3 -3.275. -3.275.

PARK INTERNATIONAL CORPORATION
- K-IS line 1/2/3 1.789. 6.874.

Total -82.483. -78,198.



Form 1040
'Depanment

u.s.
~~ Treasmy - Internal~_SeMce

Individual Income Tax Return 2002 1(99)
For tne,ear Jan 1- Dee. 31. 2lXJt or onr 111 r~ ,2002. endi

label
(See~) ANNABELl f1 PALMER

Mi Lastname
Use the
IRS label•

.Otherwise.
please print A Important! A
or type. You must enter your social

security runber(s) above.

PresIdential
Electian
Campaign ~ Note: Checking eyest will not change your tax or reduce your refund. You Spouse
(See 1ftSttudionS.) Do you, or YOUr spouse if filinp a 'oint return. want 53 to to this fund? . - ~ I Yes No Ves n No

1 Single Head of household (with Qualifying person). (See
Filing Status 2 Mamed filing iainUy (even if only one had income) instructions.) If tile auaHfying person is a child

,.. but not your dependent. enter this cnild's
3 Married filing separately. Enter spouse's SSN abOVe &fIJIl name here" • _

Check only name iIeIe •. ~ 5
one bo)t.

0 Qualifying widow(er) with dependent ~td (year

sPouse died ... .. ). (See instructions.)

Exemptions 6a 181~o;'=':et~~~~::~~~s=~ ~!~~~ .~~~ .~I~~~~ ~~.~.~~~~~~~. ~~~". "••} ~•. " 1

b SUM ~

De~nts (2) i)ependent's (3) Dependent's (4) if an 'c who:
C ...~.uv : social security relationship Q~. lived

number to yo~ a:~ with you .....
(1 First name Last name (see insas) • did not ---

lift with you

--------------...-.01~-----t---------t-- _ ..
------------------t~-----t------_more than ......-+- _c:.-=)to=

If
.

five ......... a .•

dependents. -------------------t~-----I------_
---

-t--........-~.:-
see InstrUCtions.

---------------t~-----t__------_+_-'--"-
______________--------------- ......_

......
AddllUl'nbers

...,. .---
d Total nl.mDer of exemptions claimed a ••••••••••• a ••••••••••••••••••••••••••••••••••~ •• ~ ....

7 Wages, salaries, tips, etc. Attach Form(s) W·2 "." •.........-7-.. ~~~~
Income 88 Taxable interest. Attach Sthedule B if required ........................................• 8.~ 6....6_._29........6· _.
Attach Fonns b Tax.exempl interest Do not include on line sa ... .. ......... 8b 298 756.
W-28ndW-ZG 9 Ordinary dividends. Attach Schedule B If requirec .. · · · · t--9--to 6~5~.8~4"'!""O~.
here. Also attach
Form(s)l~H 10 Tmble fIhmds, credits, or offse1s of state and tocaI income taxes (see Instructions) 1_0-+- 4S _8_73~.
tax was withheld. " AlinlOny received '_' _

12 Business income or (loss). Attach Schedule C or C-EZ 12 4 • 167 .
If you did not 13 gain or ('ass). All Sch 0 if reqd. If not reqd, de here 1-3 --~2~8-4 ~8'!ii-27-aget a W·2, see cap., 0
InstruCtions. 14 Other gains or (losses). Attach Form 4797 .................................•.•......... 14

15alRA dis1ributions ~ .....••.. _~5a b Taxable amount (see instrs) .. t-'-S-bO+---------
168 Pensions and annuities ...• 16.

I
b Taxable amount (see instrs) .' 1Gb

17 Rental estate, royalties. partnerships, corp!Jrauons,
.---+---~~~-

real S trusts, etc. Attach Schedule E .. t-'_,-+ -_4_9........0_'....-.1_.
Enclose, but do 18 Farm income or (loss). Attach Schedute F " '_8--+ _
not attach. any
payment. Also, ~:a =:~~.~tionli!!i "3(;:6ii" :i"b·T~bi~ ~~~.i~~ ~~).:: r-~9-b....---~3-1-. -1--2-0-.
please use
Form 1040-V. 21 Olber income 21

22 Add the amO~tS ~ it; tar-ria-hi~iW;n-re; nnes-7-ttYo- h 2f This-;5-;&6totai in~o~; ~~-t-22-..----.4~4~9~. 1!!-1....2~.
23 Educator expenses (see instructions) . · · · · a 23_-+- _

Adjusted 24 IRA deduCtion (see instructions) 24_-+- _
Gross 2S Student loan interest deduction (see instructions) 25_....- _Income

26 Tuition and fees deduction (see instructions) 2_6--+ _
rJ Archer MSA deduction. Attach Form 8853 ZI_-+- __
28 Moving expenses. Attach Form 3903 1-28_-+- ~~-

29 One-half of self-employment tax. Attach Schedule SE t-29_-+- 716_.
30 Self-employed health insurance deduction (see instructions) 30_-+- ~

31 Self-employed SEPt SIMPLE, and qualified plans 3_'--;. _
32 Penalty on early withdrawal of savings 1-32_-+- _

338 Alimony paid b Recipient's SSN . . . . ~ .• 33a

34 Add lines 23 tiu'oIIgh 33a •.•••••..•••••..••••.•••..•.•••.•..•.•.••.•.••••••••••••••••••
.....----------.j

-•• -1-34---!---~4~48~.37~91...;;.66..;..-.
3S Subtract line 34 from line 22. This is vour adJusted aross Income ................• a • • • .. 35

BAA For Disclosure, Privacy Act. and Paperwork Reduction Act Notice, see instructions. FDIA0112 12126102 Fo~ '040 (2002)



Fmm 1040'(2002) ANNABELL t1 PALMER
Tax and 36 AmoIl'1t frommline 35 (adjusted gross income) · "· · · · .. "· . • · .. · " · · •
Credits !fl. Check if: You were 651older. oBlind; 0 Spause was 65/o1der. 0 Blind

Add the number of boxes checked above and enter the total here ".... D. 1
Standard b If you are married filing separately and your spouse itemizes deductions.
Deduction or you were a dual·status alien. see instructions and check here •••. •· . . .. . .. . ..• 37b
for-

0
38 ltIIDiDd dedIIctions (fro1n Sthedute A)who . or your standard cieductien 38"""''''-_0:.-1_0.4!!!11!!5~6~'1IIII!I8~5~3_"• People (see left~) ,

checked any box 39 Subtract line 38 from line 36 ".. " : " ". . . .. .. 39 -1 . 008 . 457 ..
on hne 37a or ~~----- ........ ....

40 If line 36 is $103,000 or less. number37b or who can multiply $3.000 by the total of exemptions claimed
-----

claimed as on line 612. If line 36 is over $103.000. see the vlOrksheet in the instructions " 40 0 .be a 41 Taxable income. SubCrIct line 40 from liM 39. -...-------- .....dependent, see If line 40 is IIIOI'! Ulan line 39, .(). " " " " 41.__+- 0 .instructions. 0 " •• " .. "

42 Tax (see instrs). Check if any tax is from 8 0 fonn(s) 8&14 b 0 Form 4972 " 42_...- 0_"
• All others: 43 Altemative minimum tax (see instructions). Attach Form 6251 " " " 43_+-- 0 .Single.
$4.700 44 Add Iirles 42 8f1d 43 · • "· .... " • .• • •" .... • " " " " · .... · • .. "• · "" . • .. • - • . • · · . · • " " • .. •" • .. e.- 44!!!!i- O.

45 Foreign tax crean. AttaCh Form 1116 if required " " 4_5--+- - _Head of
hOUSehold, 46 Credit far clild and dependent care expenses. Attach FDrm 2441 46_ _
$6.900

~ Credit tor the elderly or the disabled. Attach Schedule R " 1f1_-+- _

Married filing 48 Education credits. Attach Form 8863 " 48......-..-. _
ioinU~ ~ 49 Retirement savings contributions credit. Attach Form 8880 ." 49"""'-...-. __
Qualifying
widow{er). 50 Child tax credit (see instructions) 0 " 50 _
$7,850 51 AdOption credit. Attach Form 8839 ". a a ••• a 51_ _
Mamed filing 52 Credits fnJm: • 0 Form 8396b 0 Form 8859

0
· . · · 52~t--------

separately, 53 bOlTOther credits. Check applicable box(es): a Form 3800
~0iiiiiiii00I0..__• c OSpedfy 53

54. Add bIllS 45~ 53. 1llese are your total credits •. "" "0 • • a 54_-...,.. _
55 Subtract line 54 from line 44. If line 54 is more than line 44. enter -0- . .. .. . . . . .. . . . . . . .. ~ 55 0 .
56 setf-8IIIJ)IoymeIIt tax. AttIdI Sdtedule SE _" " ".. · " " " a 56_ 1 _432_.

other S1 Social sec:urn, and Medicare tax on tip income not reported b empIoyer.AtIach form 4137 57_.....- _

Taxes 58 Tax Oft qL8Iified plans, inctuding lIAs, and other tax..favored accounts. Attach form 5329 if required •.•. a • 58_+-- _
59 Advance earned income credit payments from Form(s) W·2 " " 59_+-- _
60 HousehOld emptoyment taxes. Attach Schedute H .. · • · • .. "· •.• " · .•... • · .. · · 60_0+-- _
61 Add fines 5S-so. This is total tax ••...••• ".................................................. ~ 61 1 . 432 •

Payments

r
62 Federal income tax withheld from Forms W-2 and 1099 62 +--__~~~~

If~u have a 63 2002 esbmatld 111 payments and amount applied from 2001 return • •• "• •" • 63_ 9_0....- _00_0..-..
qualifying 64 Earned Income credit (ElC) • .. • · • • · · · .. · · . · . • • •• • 64_ --t

~~C. ~_ EXI:8SS scciaI security and tier 1 RRTA tax withheld (see instrldions) . • a." 65 +-- ___
vu Additional chitd tax credit. Attach Form 8812 : •. • 66_....- --.
67 Amaunt paid with request

0
for ailnsion to fila (see instrudioI:s) ••..•.• " 67._.--+- -t

68 Other pmtI frvnt a form 2439 b 0 Farm 4136 t 0 Form 8885 68~ ___t

69 Add lines 62 68. These are total a " • • • 69 90. 000 .
Refund 70 If 1ift169 is more than line 61, subtract line 61 from line 69. This is the amount you overpaid 70_ __ 88 _568 .
Direct deposit? 71 a Amount of line 70 you want refunded to you 8

...... · . . .. c Type: 0
" ~ 71 a ___..8_6 _96 .

See instrUctions • b Routing number Checking 0 Savings ,i:,=. '.: :~. ~
..... i

7le,and fillandin71d..7lb. • d Aceaunt nuuRlCf._...- ~:.;

•••.••. _

72 Amount of line 70 YOU want applied to your 2003 estimated tax . . . . . .. . e.-12!J 1 • 600 .
Amount 73 Amount you OWL Subtract IiI\! 69 fnHn li~ 61. Far details DI how to pay, see instructions e.- 73
You Owe 74 Estimated tax penal (see instructions .... a • • • • • .. • • • • • • • •• 74 l~t;;~ffi~"R~['l~

Do you want to allow another person to discuss this return with the IRSThird Party (see instructions)? , a·· ••• 0 Yes. Complete the following. [g}No
Designee Designee's Phone PetsonaI idefttiflcabon

name .. no. ... numbet (PIN) ~

Sign
Here
Joint return?
See instructions. ~

-SPCUS8--"S-~---If-a-jcd~·-rew:r-n.-.both--mus-l$lOll.-----.......!)att---~-----------
Keep a copy
for your records. ~

Paid
Preparer's Finn's name HOWARD M.
Use Only ~~~25044 PEACHLAND AVENUE. SUITE 204 95-3428257

~end SANTA CLARITA CA 91321-2552 (661) 255-8993
Form 1040 (2002)

rolAO' 12 ~2J261D2



SCHEDU'LEA OMS No.
Itemized Deductions

15&0)74

(FormlG4O)

~ Attach to Form 1040. 2002
~ See Instructions forSchedule A (Fonn 1040). 07

HaNCS) stown an Form 1040

ANNABELl H PALMER
Medical Caution. Do not inchJde.expenses reimbursed or paid by others.
and 1 Medical and dental erpenses (see instrUCtions) ••••••••••••.• "" ...... "•..•
=ses 2 EmIr aIllOUnUI1IllI Form lIMO, line 36 2 448 . 396 .

3 Multiply line 2 by 7.5% (.075) H ••• •• ••• ••• •••••••••••••••• 3 33. 630.
4 Subtract tine 3 from line 1. -If line 3 is more than line 1tenter -0· ........................•... o.

Taxes You 5 State and local income taxes .,................................ 5 47. 332 .
Paid 6 Real estate taxes (see instruetions) . • . . • • . . . . . . . . . . . . . . . . . . . . . . 6 6 . 813 .

7 Personal property taxes 7~ _
(See 8 Other taxes. ListinstrUCtions.) type and amount... _

9 54,145.
Interest 10 Home mtg int8r8st and poinlS repnd to you an Form 1098 ••....••.•••.... 10
You Paid 11 Home mortgage interest not reported to you on Form 1098.

If paid to the person from whOm you bought the home, see
instructions and Show that person's name. identifying number.
and address ...

(See
instructions.)

Note.
Personal 12 ~nOt'-"10-';;;Fom.la-siii.fors~-
interest is

flieS:-::-::-::::: ::1----+ -
13 Investment interest. Attach Form 4952 if required.not

deduCtible. CSee~) '__3.-.. ____
14 Add lill8S lO-through 13 ...•....••..••••. ,. ..

Gifts to 15 Gifts by cash or check. If you made any gift of S250 or more,
Ch.rttr see illStruetioras ,. •.•.•••••.••••.••• ,. .••••.....•..

If~made 16 Other than by cash or check. If any gift of $250 or

Ct8 gift and more, see instructions. You must attach Form 8283 if
a benefit over~ ..................•.......•.••.....•...............~~ ~

or it. see
instructions. 17 carryover from prior year •... ,. ....•• It • It • • • • • • • • • • • • • • • • • • • • • •• 17 16, 219 .

18 Add lines 15 Ittr h 17 - . 36.026.
CasuaItN and
Theft Losses 19 casual or theft 1055(8$). Attach Form 4684. (See instructions.) " . 1.376.015.
Job~nses 20 Unreimbursed employee expenses - job travel, union dues.
and Most job education. etc. You must attach Form 2106 or 2106-EZ
other if required. (See instructions.) ~MIKellaneous
Deductions

~~--~~~~~--~--~~-~-~~~~--------~~------------~
21 Tax preparatiOll fees " • '" .

22 Other expenses - investment. safe deposit box, etc. List
(Seetruct· type and amount ~ - _Ins Ions
for expenses J.E§.~_~~.?:ttE.B!.~K.Q_ti~TI~ J.LQ.O..9~~-+- _
to deduct
here.) 23 Add lines 20 through 22 .

2A Enter amount from Form 1040. lin~ 36 24 448 . 396 .
2S Multiply line 24 by 2% (.02) ...........•....................... 2S 8. 96B .
26 Subtract line 25 from line 23. If line 2S is more than line 23, enter -0· .. - _ _ . o.
Z1 Other - from list in the instructions. List type and amountOther ~ _

Miscellaneous
Deductions

27

Total 28 Is Form 1040, line 36. over $137,300 (over $68.650 if MrS)?
ltemtzed
Deductions oNo. Your deduction is not limited. Add the amoU'lts in the far right column

ID
for lines 4 thrOugh 27. Also. enter this amount on Form 1040, line 38. 1.456.853.

Yes. YOU" deduction may be limited. See instructions for the amount to enter.

Itemized Deductions limited per IRe Sec. 68 .
.BAA For Paperwork Reduction Ad Notice, see Form 1040 instructions. FDJAQ3Ql 'DI28I02 ScheduleA~orml040)2002

:~-



,
Schedule A-& B (Form 1040) 2002 2
Name(s) snown on form 1G4O.

ANNABEll MPALMER
Schedule B - Interest and Ordinary Dividends 08

Part I 1 LISt name of payer. If any interest is from a seiter-financed mortgage and the buyer used Amount
the property as a personal residence, see the inswuctions and list this interest fJl'St. Also,

Interest show that~s social security number and address - -- ~

!~Ii'1E.6~MQ.. _H£6.QI~t!I?_ ~~N!_ ___ __ _____________ __ ___ 14. 744.
(See instructions F&m BANK OF LONG BEACH 1.292.
for Form 1040.
line sa..) ---~~~--~--~-~-~~~---~-~---~--~~~----~~-~-~~

~-~~~~-~~~~~~~-~~~---~-~~---~~~---~-~~-~~~~~
F&m BANK OF LONG BEACH 297.
~-~--~~--~-~-~---~~--~~~~~~--~~~-~~~~~-~-~-~
FORETHOUGHT FEDERAL SAVINGS 413.
~Q~G~_~~~~1_________________________________ 50.

~~~--~-~~~~~~~-~-~~~-~~-~~-~------~---~~~~~~
J P HORGAN 5.703.
l_tl'.96.'-~ - - --------_---_- - 1 230

-
a 706.

--WACHOVIA- ..... SECURITIES
.-..- -- _.--- -.-- - ~ - - - -~ ....~

JII~~~~J~~IL________________________________
-- _..------- ---- 21.938.

-. ...- - ~- 139 .
.b!fiF.!J~Q.]l_LNJE.~.bILO]~l ---_--__ __ 10.965.
!!~~~~~b~~!£ --- -- -___ 69.
FIFTH AVENUE APARTMENTS- INDIANA 712.
---------------~----------------------------See Additional tnterest 31 . 962 .

--------------------------------------------
---~~--~~-~---~--~~-~~~~-~-~~~~-~~~~~-----~-Subtotal 318.990 ..
1~~J!~~!_W!~~~~ --__- ~~-------25~2~._6_9_4•.

2 Add It'le amooots on line 1 · ..-...2--+-__---.i66 _296 .

3 Excludable interest on series EE and I U.S.. savings bonds issued after 1989 from
Form 8815. line 14. You must attach Form 8815 _ 3--+- _

4 Subtract line 3 from line 2. Enter the result here and on Form 1040. line Sa ..............• 466.296.
Note. If line 4 is over $l,SOO, YOU must comolete Part III.

5 Ust name of payer. Include only otdinary dividends. If you received any capital AmountPart II gain
distributions. see ,he instructions for Form 1040. line 13 ......Ordinary ~ _

Dividends
----~~-~~~~~~~-~-~~--~-~--~~~---------~~~~~~
J P HORGAN 57.949.

(See instructions ~~~~~~~~~-~~~~-~-~~--~---~----~--~---~~~~---
PARk INTERNATIONAL CORPORATION

for Form 1040. ~~~~~---~-~~---~-~---~~-~~~---------~~~-~~--
fine 9.)

~~--~---~-~---~--~---~~~--~-------~-~--~~~-~

-------------------------------------------- 5

----~--------~--~--~-~-----~-~~~~~~~---~--~-

-~-~~-~-----~~-~-----~--~----~~---~~~-------

~~---~~--~---~-~~~--~----~~~-~~-~~-~~--~----

--------------------------------------------
--~-~---~---~~--~~-~~~--~~---~-~~~~~~-----~-

-------------------------------------------~--+-------------6 Add the amounts on line"S. Enter the total here and on Form 1040, line 9 ~ 6 6S . 840.
Note. If line 6 is over 51.500, ou must complete Part III.

Part III You. must complete this pa~ if you <8> !"8d. over $1,500 of taxable interest or ordinary dividends; OR (b) had a
foreign account: or (c) received a distribution from, or were a grantor of. or a transferor to. a foreign trustForeign

Accounts
and 7 a At any time during 2002. did you have an interest in or 2 signature or other authority over a financial account

in a foreign countJy. such as a bank account. securities account, or O1her account? See mstrudionsTrusts financial
for exceptions and filing requirements for Form TO F90-22.1 .

(See " b If 'Yes.' enter the name of the foreign country .. ~ _
. instructions.)

8 During 2002. did you receive a distribution from. or were you the grantor oft or transferor to, 8 foreign trust?
If 'Yes,' yOU may have to file Form 3520. See instructions X

BAA For Paperwork Reduction Act Notice. see Fonn l040tnstructions. FOIA0401 1D1Z5102 Schedute B (Form 1040) 2002
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Schedule C-EZ Net Profit from Business OMS Ho. 154S.QJ74

(Farm 1040) (Sole Proprietorship)
~ PartnerShips. joint ventures, etc, must file Fonn 106S or 1065-8. 2002

~ Attach to Fonn 1040 orJ041. • see Instructions. 09A
'Nlmeof~ .-. ~

ANNABELL MPALMER
_ Generallnfonnation

r • Had business exoenses of $2,500 • Had no employees during the year.
or less.You May Use • Are not requited to file Form 456Z.

Schedule C·EZ Depreciation and Amortization, for• Use the cash method of accounting.Instead of _ this buSiness. See the instructions
for Schedule C, line 13, to find outScheduleC • Did not have an inventory at any if you must file.

Only if You: time during the year. And You: • 00 not deduct expenses tor bUSt·
• Did not have a net loss trom your ftA-SS use of your home.

business.
• Do not have prior year unallowed

• Had only one business as a sole passive activity losses from this
proprietor. business.

A Prindpal business or profession, including product or s8IVice B Enter code fntm Instructions

DRILLING/OIL AND GAS • 211110
C BusineSs name. If no separate business name. leave btank. D Employer ID number (ElN).1f any

E Business address (mcluding SUite or room number). Address not required If same as on Form 1040. page 1.
282 PARK AVENUE
City, town or post office, S1ate, and ZIP code
LONG BEACH. CA 90803

_ Figure Your Net Profit

., Gross receipts. Caution. If this income was reponed to ~u on Form W-2 and the 'Statutory

==~~:.:\~~~~~~~ ..~.~~~~I~~~!~.~ ~~~~~.~ ......... •D , 4.182.

"2 Total expenses (see instructions). If more than $2;500. you must use SchedUle C ..••.....•.........•.....•• 2 15.

3

:::
Net proftL Subtract line 2 from line 1. If less than zero, you must use Schedule C. Enter on Farm 1040.

i~~S::~~~~;,"~ ~~~.~ .~~ ~~~~~. ~~~.~~.~~~~I~.~~ •••••• 3 4.167.

_Information on Your Vehicle. Complete this part only if you are claiming car or truck expenses on line 2.

4 When did you place your vehicle in service for business purposes? (month. day. year) ... .

5 Of the total number of miles you drove your vehicle during 2002, enter the number of miles you used your vehicle tor:

_
a Business

b~~

c Other

6 00 you (or your spouse) have another vehicle available for personal use? DYes

7 Was your vehicte available for personal use during off-duty hours? .......•.........................•........... Dyes 0 No

8a 00 you have evidence to support your deduction? ..•....•.................................................... 0 Yes 0 No

b If 'Yes: is tt\e evidence written? "•. ~ . · . • · • • • 0 Yes ~
8AA For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule C-EZ (Form 1040) 2002
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~ ,
SCHEDULED
(Form 1040) Capital Gains and Losses

.. Attach to Fonn 1040. ~ See Instructions for Schedule D (Form 1040)- 2002
.. Use Schedule 0.1 to fist additional transactions for fines 1 and 8. 12

kame(S) SI'Dm an Fcnn 1040

ANNABELL MPALMER
&21 Short-Tenn Ca ital 2 ainsand Losses - Assets Held One Year or Less -----

1 6 3/8~ CA DUCATIONA FAC
01/03/02 05/01/02 280 500. 280.500.

2 Enteryour short-term totals. if any.
from Schedule 0-1 t line 2 "1--2-.. ____

3 Total short-term sales price amounts.
Add lines 1 and 2 in coMnn (d)............ 3 280 500.

4 Short-term gain from FOrm 6252 and short·term gain or (toss) trom Forms 4684.
6781, and 8824 " ....-4 _

5 Net short·term gain or (loss) from partnerships, S corporations, estates, and trusts
ffatn ~~s)K·l ~S~ ....

6 Short·term capital loss canyover. Enter the amount. if any. from line 8 of your
2001 Capital loss Carryover Worksheet ~6--+ _

242 369. 242.356. 13.°

150.000. 150,000. o.

175.000. o.

275.40C. o.
9 Enter your long-term totals, if any,

from Schedule 0·1, lane 9 ....-9-;-.__2 631 0....,0_0 .

10 Totar lon~tenn sales price amounts.
Add lines 8 and 9 in column (d) 10 3,473.769.

11 Gain from Form 4797, Part!; long·term gain from Forms 2439 and E252: and
~n~~~g~n~O~fi~F~~.Q~.and~ ~11~~~~~~~~~~~~~~_

12 Net tong·term gain or (loss) from partnerships, S corporations. estates, and
~k~S~ed~e~)K~ ~12~~~~~2~5~.~4~2~4~.~~~~~~~

13 C~~~nd~~~SNi~ ................•...................................••~'3~~~~~~~~~~~~~~_

14 Long-term capital loss carryover.·Enter in both columns (f) and (g) the amount,
if any. from line 13 of your 2001 capital Loss Carryover Worksheet ..-'_4--.

JOrlI

, 5 Combine lines 8 through 14 in column (g) .

'6 Net long-term capital gain or (loss). Combine lines 8 through 14 in column (f) .......•.

Next: Go to Part III on paQe 2.

• 28% rate gain or loss incJtJdes aU 'collectibles gains and losses' (as defined In the instructions) and up to 50% of the eligible gain on quafRied
small business stock (see instructions).

BAA For Paperwork Reduction Ad Notice, see Fonn 1040 instructions. Schedule D (Form 1040) 2002
FDlA0612 10125102



S~e D(Form 1040) 2002 ANNABELL M PALMER
Taxable Gain or Deductible Loss

17 Combine lines 7 and 16 and enter the result. If a loss. go to line 18. If a gain, enter the gain on Form 1040.
line 13, and complete Form 1040 through line 41 _ . 284.827.

~IIE:!J"'--""""------"""-
Next: .If both lines 16 and 17 are gains and Form 1040, line 41 t ts more than zero, complete

Part IV below.
• OtnerwiSe, skip the rest of Schedule 0 and complete FOnT 1040.

18 If line 17 is a loss, enter here and on Form 1040. Jine 13. the smaller of <a> that loss or (b) CS3.000} (or, if
married filing separately• ($1.500». Then complete Form 1040 thrOL;Oh line 39 ..

Next: • If the loss on tine 1i is more than the loss on line 18 or if Form 1040. line 39. is tess than zero,
skip Part IV below and comptete the Capital Loss CarryoverWorksheet in the instructions before
completing the rest of Form 1040. -

• Otherwise. skiD Part IV below and comolete the rest of Form 1040.

_Tax Computation Using Maximum Capital Gains Rates

19 Enter your unrecaptured section 1250 gain. if any.1rom line 17 of the worksheet jn the instructions ..

If line 15 or nne 19 is more than zero, com~ete the worksheet In the instructions to figure the amount to
ente, on lines 22, 29, and 40 below, and skip all ather lines below. Otherwise, go to line 20.

20 Enter your mxab'e income from Form 1040. line 41 .

21 Enter the smaller of line 16 or line 17 of
Sctutd~e0 21 ~ ~ ~

22 If~u are deducting irwestment interest expense
on Form 4952. enter the amount from Form 4952,
line 48.. OhIwise. enter -0- 22 --

23 Subtract line 22 from tine 21. If zero or less, enter ..0· ...--.. _
2A SubtraCt line 23 from line 20. If zero or less. enter ·0· ...••.....•.........•..... _24 _

25 Figure the tax on "the amoLl'll on line 24. Use the Tax Table or Tax Rate Schedules. whichever applies .
"26 Enter the smaner of:

• The amount on line 20 or }
• 546,700 if married filing jointly or qualifying widow(er);

$27.950 if single: _. • ..• · •. · • • · • • • •
$37.450 if head of household; or
$23,350 if married filing separately

If line 26'5 greater than line 24, go to line 27. Otherwise, sldp U,.es 27 through
33 and go to line 34-

z:J Enter the amount from line 24 ~__.-------._(Bi

28 Subtract line 27 from line 26. If zero or less. enter -0- and 0 to line 34 .

29 Enter your Qualified 5-year gain. if any. from line 8
of the worksheet in the instrUctions 29_ -.

30 Enter the smaller of line 28 or line 29 a.-30 _
31 Multiply line 30 by 8% (..08) • • • • •• • .

32 Subtract line 30 from line 28 'O • • • 32_..r..- --P-

33 Multiply line 32 by 10% (.10) 'O ~~ _

If the amounts on Hnes 23 and 28 are the same, skip lines 34 through 37 and go to line 38-

34 Enter the smaller of line 20 or line 23 34_-+- _

35 Enter the amount from line 28 (If line 28 is blank. enter .Q.) 'O.'O •••• t--35--+ ~

36 Subtract line 3S from line 34 .. · • • · .. · • .. "· . " · · 36_------ -r-

:t'1 Mullipty line 36 by 20% (.20) 'O 'O 37_ _

38 Add lines 25, 31 t 33, and -:i1 'O 'O t-38_t-- _

39 Figure the tax en the amount on line 20. Use the Tax Table or Tax Rate Schedules, whiChever applfes ~3_9-+ _

40 Tax on all taxable income (including capital gains). Enter the smaller of line 38 or line 39 here and on
Form lQ4.0. line 42 .. 0 'O 40

BAA Schedule D (Form 1040) 2002

FDtA0612 101251D2
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S'CHEDULE D·'
(Form 1040) Continuation Sheet for Schedule D (Form 1040)

~Depanmenl of the TJaIUI) See instructions for Schedule D (Form 1040). 2002
lntemaI ......Semce (99) ~ Attach to Schedule D to Ust addllonal transactions for lines 1 and 8. 12A
Hame(s) sn-n an Fcwm \040

ANNABELl H PALMER
_ Short-Tenn Capital Gains and Losses - Assets Held One Year or Less

·1

2 Totals. Combine columns (d) and (t).
Enter here and on Schedule 0 t line 2 .. ~ 2

BAA For Paperwork Reduction Act Notice, see Form 1040 instructions. FDIAD656 (11/'12J02 Schedute 0-1 (Form 1040) 2002



Sd1edule· ~1 (Form 1040) 2002
Hame(s) snawn Oft Farm lome Do '* ....., name and SOCial security number if ShOIIn Oft PlOt :.

ANNABELl fl PALMER
_Long-Term Capital Gains and Losses - Assets Held More Than One Year

(a> Desr:riDtiaft Gf (b) Dale acouirId (c) Dale sold (d) Sales ptice (8) Cost or (f)uain....).
~~; (Mo. daY.~ (Mo. day. yt) (see instructiOnS) other basis Subtract (e> tiona (d)
100 stiarBs XVZ Co) (see IftStrUCtions)

8 6 3/41 LOS
663 000. 696,006. -33 006.

204 000. 215.i30. -11.730.

714.000. 755.089. -41.089.
6 5/8' CO

51 000. 53 726. -2.726.
Home Sale

999.000. 401.059. 597.941.

-250.000.

9 Totals. Combine columns (d). (f). and (g).
Enter here and on Schedule D. line 9 .... ~ 9 2 . 631 . 000. 2_5_9__• 3_9_0_, _

~ rate gatn or Joss includes aU 'coltectibtes gains and losses' (as defmed in the instructions) and up to 50% of the eligible gain on Qualified
small business stock (see instructions).

FDIA0656 07122102 Schedule 0..1 (Form 1040) 2002



SChedute E·.(Form 1040} 2002 13 e2
Name(s) snown on retum. Do noteater name ana SGCiaI security number it shown on Page 1.

ANNABELl MPALMER·
Note. If you report amounts from tarming or fIshing on Schedule E. you must enter your gross income from tilOSe activities online 41 below.
Real estate professi~must complete line 42 below.
_ Income or Loss From Partnerships and 5 Corporations
Note. If you report a loss from an at-risk activity. you must check either collIM (e) or (I) on line 27 to describe your investment in the activit)·.
See insfrUctions. If ou check coturm ,au must attach Fonn 6198. -

(b) Enter P (c) Check if (d)~ .InwstmentAtRisk?
(a) Name for partnership: foreign identification (e), (I)

S for ~ partnership bet -num All is SamecotDoratlOn is
at liSle net at risk

A AIRFUND II INTERNATIONAL P X
B FROG LEVEL, LlC P X
C FIFTH AVENUE APARTMENTS-INDIANA P X
D BOSTON CAPITAL TAX CREDIT FUND P 0 X
E See Line 27 tnformation

Passive locosne and Loss Non ssive Income and Loss

(g) Passive loss allowed (h) Passive income (1) Nonpassive toss (J) Secbon 179 (I$> Nonpassive
Fonn expense deduction income from(attach 8582 if reauired) from Schedule K·1 edule 11.1from Sch n from Form 4562 Schedule K.l

A 17,805.
B 5.969.
c 9.768.
D
E

281 Totals .......•.•.•.•. 5.969.
b~~ •....•••....... 8. 600. ~~~10~3~.~8~3~5~.~~~~~~~

29 Add columras (h) and (k) of line 28a 63 42_4.
30 Add coIumras (g). (i), aI1d (i) of line 28b -+-__- 112 435 .

31 ~d~~=~I·: Ifn:T~=~ ~~~~~~.~~ ~.~~~~.~~~~ ..~~~~.~ .~~~ .~~'. ~~~.t.~ ~~~~ ~~.~~. .• •• 31 - 49 . 011 .
Income or Loss From Estates and Trusts

10na.
A

B
Passive Income and Loss Non siva Income and Loss

(c) Passive deduction or loss allowed Cd) Passive income (e) Deduction or loss (I) Other income
(attach Form 8582 if required) from Schedule K-1 from Schedule K·l wom Schedule K-l

B
338 Totals .•..•••.•••.••.•..• e •••••••••••••••••

b Totals '" , - _
34 Add colUJ1V'1S Cd) al1d (I) of line 33a 34_+- _

·35 Add~ (c) and (e) of line 33b . . . . . • . . . . . . . . . . . • . . . . . . . • . . . . . . . . . . . . • . . . • . • . . . •.. . . . . . . . . . . . . . . . . . . .. 35
~....,.-------

36 l::lt=~:1=:~~'= =.f:s,,;o:~"r~n~. ~.~~. ~~: .~~~r. ~ •••• , •••••••........ 000 •• 0. • ••• •• 36
Income or Loss From Real Estate Mo e Investment Conduits EMICs - Residual Holder

37 <a> Name HI (lJ.tifi~cati~toyumber ~A:'usr (~~~~:)~ Sch(eed)lnCOme fr•.om
en on n er line 2c (see instructiOns) Schedules Q, line lb

.
US,Ie Q lne 3b

Combine columns Cd) and e) on . Enter the result here and include in the total on line 40 below 0 0 • • • •• 38
Summa

39 Net farm rental income or (tosS) from Fonn483S. Also, complete line 41 below .•.•..••........ 0 •• 0····0 •••• t--......------

40 Total Income or (l05S). Combine lines 26.31,36.38. and 39. Enter the result here and on
Form 1040. line 17 . 0 •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 0••••• 0 •••• 0 ••• 0 .0.. ..

41 RecondllatJon of Fanning and FiShin~ome. Enter your gross farmmg
and fishing income reported on Form -. line 7; Schedule K-l (Form 1065),
line 15b; Schedule K·l (Form 11205), line 23: and Schedule K·l (Form 1041).
line 14 (see instrl.Jeliol\S) ....•..•...•...•.• _......• o •••••• 0 ••• 0 0 4_'-.... __

42 RecondDation fDr Real Estate Professionals. If you were a real estate
professional (see instructions), enter the net income or (toss) you reported
anywhere on Form 1040 from all rental real estate activities In which you
materially oarticiDated under the Dassive activo , loss rutes 0 ••••••••••••• 42

BAA FDI22302 07i241Q2 Schedule E (Form 1040) 2D02 .
.~.
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SCHEDULE SE ON8No.l~

(Form 1040) Self-Employment Tax
DeDartment 0' the Treasury

2002
InramaJ Revenue SeM:le (99) • Attach to Form 1040. ~ See Instructions for Schedule S£ (Fonn 1040). 17
Name of pelIOn with ...f.cmpI anccme (as snown on Fcnn 1040) Social securily number of person
...A..N...N.....A...B...E...Ll__M--P-A-L-"E-R---- Wl_·_th_se_1_f.e_em_p14oymenl inc_ome_.-.:.;:__

Who Must File Schedule SE

You must file Schedule SE it:

• You had net earnings from self-employment from other than church employee income (line 4 of Short Schedute SE or line 4c of
Long Schedule SE) of $400 or more or -

• You had church employee income of $108.28 Of more. Income from services you performed as a minister or a member of a religiOUS
order is not church employee income. See instructions.

Note. Even if you nad a loss or a $mall amount of income from self·employment. it may be to your benefit to file Schedute SE and use
either. 'opbOnaJ method' in Part II of Long Schedule SEe See instructions.

Exce~on. If your only self·employment income was from earnings as a minister. member of a religious order. or Christian Science
practitioner and you filed Form 4361 and received IRS approval not to be taxed on those earnings. do not fite ScheduJe SE. Instead,
write 'Exempt - Form 4361' on Form 1040. line 56.

May I Use Short Schedule SE or Must I Use Long Schedule SE?

Did You Receive Wages or TIps in 20021 1------.

No Yes

Are you a minister. member of a religious order. or Yes YesWas the lotal your wages and tips subject to socialChristian Science practitioner who received IRS approval ot
securi'¥ or railroad retirementearnings from theSe sources. yourbe taxed on tax net earningsnot to but you ~l~5
from self.empJoyment more than $84,9001owe self.employment tax on other earnings?

No No

Are you using one of the optional methods to figure your No Did you receive tips subject to social security or Medicare
net earnings (see instructions)? tax that you did not report to your employer?

No

Did you receive church employee income reported on
Form W-2 of $108.28 or more'?

No

You May Use Short SChedule SE Below You Must Use Long Schedule SE

Section A - Short Schedule SEe Caution. Read above to see if you can use Short Schedule SE.

1 Net farm profit or (toss) from ScheduJe F. line 36, and farm partnerships. SChedule K·l (Form 1065),
line 158 ............................................................. "...................................... 1

2 Net profit or (lOSS) from Schedule C. line 31; Schedule c-ez. line 3: Schedule K-1 (Form 1065~. line 158
(other than farming); and Schedule K-l (Form. 1065-8). box 9. Ministers and members of religtous orders.
see instructions for amounts to report on this line. See inStructions for other income to report ................. 2 10.136.

3 Combine lines 1 and 2 ............................................................................................... 3 10. 136 ..

4 Net earnings from seir-emplo~nLMultiply line 3 by 92.35~ (.9235). If less than $400. do not file
this schedute; you do not owe self-employment tax ................ "..................................... ".... ~ 4 9,.361.

5 Self-employment tax. if the amount on line 4 is:
• $84,900 or less. multiply line 4 by 15.3% (.153). Enter the result here and on Form 1040, line 56.

• More than $84,900. multiply Ilne 4 by 2.9% (.029). Then, add $10,527.60 to the result. Enter- the 1 432
and on Form 1040~ fine 5b:.

l- .... 5
total here

6 Dedudion for one-half of seJt-empl~nttax. Multiply line 5 by 50% (.5). I

Enter the result here and on Form 1040. line 29 6 r 716. Illli~iiJj
BAA For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule SE (Form 1040) 2002

FDtA1101 10122102
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F~m3800 General Business Credit OMS No. 1545-0195

... see separate instructions. 2002
~ Attach to your tax return. 22

hame(s) st'OM\ on return ..... ~.

ANNABEll HPALHER
Tentative Credit

1a Cooent year it'lVeStment credit (Form.3468) "' 0 " .

b Cooent year work opportlJI'1ity credit (Form 5884) '" " '" '.
'a
1b

c Current year welfare-to-work credit (Form 8861) . lc
d Current year credit for alcohol used IS fuel (Form 6478) . ld
e Current year credit for increasing research activities (Form 6765) » ••••• _ .. le
f Current year low-income housing credit (Form 8586) .• oo '" " : •••• 1 f 1.782.
9 Current year enhanced oil recovery credit (Form 8830) •.• '" '" . 1
h Current year disabled access credit (Form 8826) •..•• oo ~ '" " '" .. lh

Current year renewable electricity production credit (Form 8835) " _ . 1 i
J Current year Indian employment credit (Form 8845) - . 1·

k Current year uedit for employer social security and Medicare taxes paid on cenain employee tips (Form 8846) . 1k
I Current year orphan drug credit (Form 8820) - .. " . 11
m CaJrrent year new markets credit (F'orm 8874) " " .. 1m
n Current year credit for small employer pension plan startup costs (Form 8881) . In
o Current year credit for employer-provided chitd care facilities and services (Form 8882) 0 .. 10
p Current year credit for contributions to selected community development corporations (Form 8847) . 1p
q Current year trans-Alaska pipeline liability fund credit (see instructions) . ,
r Current year genera' credits from an electing large partnership (Schedule K·l (Form 1065-8» . 1r

2 Cunent year credit. Add lines 1a thrO\Jgh 1r '" : . 2 1.782.
3 Passive activity credits inclUded on line 2 (see instructions) . 3 1.782.
4 S\Jbtract line 3 from line 2 ~ . 4 o.
5 Passive activily credits allowed for 2002 (see instructions) " _ .. 5 o.
6 carryforward of general business credit to 2002. See instructions for the schedUle to attach . 6
7 Ccmyback of general business credit from 2003 (see instructions) _ . 7
8 Tentative a-edlt. Add lines 4 thro h 7 _," _ . 8 o.

Allowable Credit
9 Regular tax before credits (see instructions) 0 ••• 0 .. 9

10 Altemative minimum tax (see instructions) 0 " 0 " . 10
l' Add lifleS 9 and 10 . 11

12. Foreign tax cred"rt - 1_2_a __- --r.M

b Credit tor child and dependent care expenses (Form 2441. fine 11) '_2_b __- _
c Credit tor the elderly or the disabled (Schedule R (Form 1040). line 24} 1_2_c...- _
d Education Credits (Form 8863. line 18) ..• 0 _ " '_2_d..- __
• Credit for Qualified retirement savings contributions (Form 8880. lin! 14) "t-12_e....- _
f Child tax credit (Form 1040. line 50) _ '_2_'...- _
II Mortgage interest credit (Form 8396. line 11) .. _ _ : 1_2 _
h Adoption credit (Form 8839, line 18) '_2_h -_
I District of Columbia first-time homebuyer credit (Form 8859. line 11) » 12_1 __
j Possessions tax credit (Form 5735, line 17 or 27) · oo '_2 _
k Credit tor fuel from a nonconventional source · ......• oo ••••• ...-12_k...- _
I Quarlfied electric vehicte credit (Form 8834. line 20) '_2_1 --1-

m Add lines 128 through 121 ..-- _
13 Net income tax. Subtract line 12m from line 11. If zero. skip lines 14 through 17 and enter -0· on line 18 .
14 Net regular tax. Subtract line 12m from line g.. If zero or less. enter -0- "4

15 En1Br 25% (.25) of the excess, if any, at line 14 over $25,000 (see instructions) .. » •••••••• - 01--'......5-i--+--------t'lIll
-L~

16 Tentative minimum tax (see instructions) oo ••• • '_6-.. -t-'

17 Enter the greater of line 15 or Jine 16 .--.....- _

18 Subtract line 17 from line 13. If zero or less. enter -0· hftoo.!!"!R!I--------
19- Credft allowed for the cunentyear. Enter the smaller of line 8ar line 18 here and on Form 1040. line 53:

Form 1120. Schedute J, line 60; Form 1120-A. Part I, line 22; Form 1041, Schedule G. line 2c; or the
applicable line of your return. If line 19 is smaller than line 8. see instructions. individuals, estates, and
trusts: See instructions if claiming the research credit. C corporations: See Schedule A if claiming any
regular investment credit carryforward and the hne 19 instructions if there has been an ownership change.
aCQuisition. or reor anization · or ..

BAA For Paperwork Reduction Act Notice, see separate instructions. Form 3800 (2002)

FDIZD501 11126102



t.

OMS teo. 1545-0177

Form4684 Casualties and Thefts
~ See separate instructions.
., Attach to your tax mum• 2002

.. Use a separate Form 4684 for each casu~ or theft. 26
Nama{s) shaWn an tax mum

ANNABElL MPALMER
Section A - P~nal Use Pl"9perty (Use this section to report casualties and thefts of property notused in 8 trade or business

or for ,ncome-producing purposes.)

1 Description of properties (show type, location. and date acquired for each):
Property A CASH-EXTORTION BY WILLIAM J. HERISKO Various
Property 8 ----~~-~-~~-~-~-~~-~~--~-~~---~~~~------~-~~-~-~~~~~--~----~.~. . . .
Pr~C ~ .
P~~D __ - ----- - .

Properties (Use a separate column for each proP~ lost or
damaged trom the same casualty or thefL) •

ABC D

2 Cost or other basis of·each property .. ' ·t--2---l~_...1........42..0__.9.....S...S_.-t- t-- ....-.t _

3 Insurance or ather reimbursement (wbelher or
not you ftled I daim) (see instructiOns) 3 1-- O~.~ --__...----_- ---.----_

Note: If Nne 2 is mD,. than
line 3. skip line 4.

II Gain from casualtY or theft. If line
3 is more than line 2. enter the
difference here and skip lines 5
thr~ 9 for that column. See
instni:tions if line 3 includeS
insurance or other reimbursement
you did not claim, or Y9U received

c:,ry::t~~.~. ~~~~......... 4

5 Fair market value before casualty
or tI1eft ••.•••.•••• 0 ••••• 0 •••••••••••• 5 1.420 955.

6 Fair market value after casuatty
or ttteft .•......•.....•........•...... 6 o.

7 Subtract line 6 from line 5 ......•.••... 7 1.420.955.

8 Enter the smaller of line 2 or line 7 .... 8 1,420 955.

9 Subtract line 3 from line 8. If zero Of
less. enter -0- .•........•.••..•.•••... 9 1,420.955.

10 Casually or theft loss. Add the amounts on line 9 in cokmns A through 0 .0 '_0 _-..;1;...;;._4_2 0..-•..;,;,9_5..;;..5..;...

" Enter the smaller of line 10 or $100 1_1 --.;;;;,1 O~O.;...

12 Subtract line t 1 from line 10 ' 2-+ 1 _4...;;2;..;.0..:"•._,8 5.;;.,5..;,.0

Caution: Use only one Form 46B4 for lines 13lhrough 18.
13 Add the amounts on line 12 of all Forms 4684 - . - - 1_3-+_--.;1.-.......;;4.-2 0..;.• ...;;.8.;;.5.;;.5,.;...

14 Add the amounts-trom line 4 of aU Forms 4684- .0 ••••••••••• • ••••• _ ••••••••••••••••• _ '_4 _
1S • If line 14 is more than line 13. enter the cfrfference here and on SCMdute D. Do not

complete the rest of this section (see instructions). . ..•...........•~'....S--+-------..;;..O..;....
• If line 14 is less than line 13. enter -0· here and go to line 16•

J
• If line l4 is equal to line 13. enter -0- here. Do not complete the res1 of this section. _

16 If line 14 is less than line 13. enter the difference ••.......••...... -................•..............•....... ~'_6 ---1-•.....;4;..;;;;2-0..:"•..;.8-5,;;.5...;;..

17 Enter 10% of your adjusted gross income from Form 1040. line 36. Estates and trusts, see instructions '_7--!- 4_4.- 8_4.;.O..;...

18 Subtract line 17 from line 16. If zero or tess. enter -0-. Also enter result on Schedule A (Form 1040)
line 19. Estates and trusts. enter the

J

result on the 'Other deductions· line of your tax return ..•... . . . . • . . . . . .• 18
I

1.. 376.015.
BAA For Paperwork Reduction Act Notice, see the instructions. FDa0901 08101102 Form 4684 (2002)
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F~8586 Low-lncome Housing Credit CMB No. 1545-0984

.. Attach to your tax return.
hame(s) snown on rewm

ANNABELL MPALMER
Current Year Credit (see instructions

1 NlJrnber of FOI'I1lS 8609 attad1ed _

2 Eligible basis of buildings (total from attached Schedules A (Form 8609), line 1) _

38 Qualified basis of lOw-income buildings (total from attached Schedules A (Form 8609), line 3) ..

b Has there been
0

a decrease basis of any buildings since the close of the preceding
tax year? Yes 0

in the Qualified
No If 'Yes.' enter the building identification numbers (BINs) of the buildings that

had a decreased basis. If you need more space, attach a schedule.
(I) (II) __ _ _ _(ill) _ __ _ _ (IV) _

4 Current year credit from attached Schedules A (Form 8609) (see instructions) .

5 Low-income housin credits from oass-UYo entities (If more than one entity. see instructions):
If WI a - Then enter the toIaJ of tile current r aedits from -
a Sharehofcift SChedule k:'l (Form 1120S), lines 12b(1) and (2) }
b PInner Scbedadl K·l (Form lt1S). lines 121(1) and (2),

or SchedWe K·l· (Farm le1S-8). boll .9~:.3.9.22,.7J1___ ·.·.·· · · .. 1.782.
c Beneficiary Sdledute K·l (form 1041~ line 14 __ ElN of pass-through entity
Add lines 4 and 5. See inDucti~to find out if you complete lines 7 through 18 or file Form 3800 1.782.
Cunent ar credit or passive credit (see instructions) " ".

Allowable Credit
8 Regular tax before credits:

-Individuals. Enter the amou1t from Form 1040. line 42 }

.==.et:of~arr:=nttr~.~~~.1~'.~~~I~ .. ~:.'~~~.;.~~.1.1 ..~~':.~~~::.I~~~.1.;.~~ .
• Estates and trusts. !nterthe sum

..
of the amounts from Form 1041, Schedule G, lines la and lb. or

the amount from the applicable line of your return .
9 Attemative minimum ·tax:

• Individuals. Enter the amount from Form 6251. line 35 ..................•...••. }
• Corporations. Enter the amot.r1t from Form 4626. line 15 .•.....••• "................. .. ..
• Estates and trusts. Enter the amount from Fonn 1041. Schedule I. line 56 -

10 Add lines 8 and 9 " - " ,," ..
'1 aForeign tax credit t-'_'_a · _

b Credit for child and dependent care .expenses (Form 2441, line 11) '_'_b-+- _
c Credit tor·the elderly or the disabled (Schedule R (Form 1040), line 24) '_,_c....-. _
d Education credits (Form 8863. line 18) • '_'_d .
e Credit for qualified retirement savings contributions (Form 8880. line 14) 1--''_8-+- _

f Child tax credit (Form 1040, line SO) .... • •••• • • ..... • • •..••.•. •..... • ••.••• • •• ,..,_,_'...- _

g Mortgage interest credit (Form 8396. line 11) · . · • . · ..................•. • · . • '_'...... .-l

h Adoption credit (Form 8839. line 18) · . · · · · · · '_l_h-t- _

i District of Columbia first-time homebuyer credit (Form 8859. line 11) '_'_1 _
j Possessions tax credit (Form 5735. line 17 or 27) '_,~__-----
k Credit tor fuel from a nonconventional source 1-'_l_k....-

(Form 8834, line 20) '-' --------fl-
_

I Qualified electric vehicle credit

mAdd Jines l1athrough 111 1--+-------
12 Net income tax. Subtract line 11m from line 10. If zero, skip hnes 13 ~rough 16 and enter -0- on line 17 ....••

13 Net regular taL Subtract line 11m from line S.lf zero or less, enter .(l .....-13--+ -tl".Wl~

14 Enter 25% (.25) of the excess, if any, of line 13 over S25,(JX) (see instrUcbons) .--'4--.. --IGiI

1S Tentative minimum tax (see instructions) - . . . .. . . . . . ...'_5 ...-
16 Enter the greater of line 14 or line 15 .....--.. _

17 Subtract line 16 from line 12. If zero or less. enter ·0- .

18 Low-income housing credit allowed for the current year. Enter the smaller of line 7 or line 17 here
and on Form 1040, line 53; Form 1120, SChedule J, line 60: Form 1120·A. Part It line 28; Form 1041
Schedule G, fine 2c; or the applicable line of return. If line 17 is smaller line " see instructions

t

than ....•
BAA For Paperwork Reduction Act Notice, see separate instructions. Form 8586 (2002)
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F~8283 Noncash Charitable Contributions
OMS No. 1545-090&

(Rev QaDber 1998) .. Attach to your tax nHurn,Ifyou claimed a total deduction
of over $500 forDecanment ct ..Tteasu) all ContrIbuted property.

InI8maI Revenue S8lViCe ... see separate instructions. 55

ANNABELL "PALMER
Hote: Figure the amount of ,rour contribution dBtJuctjon before compIsllng this form. See your tax return iIJstructions.
Section A - Ust in this section only items (or groups of similar items) -for whiCt1 you claimed a deduction of S5.000 or less. Also, list

,
certain publicly traded securities even if the deduction is over $5,000 (see instructions). -

Infonnation on Donated P e - If need more $Oace. attach a statement

(8)~~~ the (b) Description of donated propet\y

ASSISTANCE LEAGUE OF LONG BEACH FURNITURE AND HOUSEHOLD ITEMS
A 2100 EAST 4TH STREET: LONG BEACH, CA 90814 SEE ATTACHED APPRAISAL REPORT

CHILD NET YOUTH AND FAHIlY SERVICES ORGAN AND MISCELLANEOUS HOUSEHOLD ITEMS
B 5150 E. PACIFIC COAST HWY. LONG BEACH. CA 90804

ASSISTANCE LEAGUE OF LONG BEACH FURNITURE AND HOUSEHOLD ITEMS
c 2100 EAST 4TH STREET: LONG BEACH, CA 90814

D

E

Note: If the amount claimed as a dedudion for an item ;s $500 or less, u do not have to co lete columns (4 • (11 • and .

(c) Data 'of the
aJnIItbution

A 11/20/2002 Various PURCHASE 100 000. 11.565. APPRAISAL
B 11/22/2002 Various PURCHASE 3.000. 1. 100. THRIFT SHOP VALUE
C 12/01/2002 Various PURCHASE 15,000. 7 • 142. APPRAI SAL
D

Other Information - Complete line 2 if you gave less man an entire interest in property listed in Part I. Complete line 3 if
conditions were attached to a contribution listed in Part f.

2 If, during the year. you contributed tess -than the entire interest in the properw: complete tines 8 • e.
a Enter the letter from Part I that identifies the property ... . If Part II applies to more than one property. attach a

separate statement.
b lotal amount claimed as a dedUction 10r the property listed in Part I: (1) For this tax year ....•...•..•...•.... ~ _

(2) For any prior tax years ~ _

c Name and address of each organization to which any such contribution was made in 8 prior year (complete onty If different from
the donee organization above):

CiW or town

d For tangible property. enter tile place where the property is located or kept ~ _

e Name of any person, other than donee organization. having actual possession of the property ...

3 If condittons were attached to any contribution listed in Part I, answer questions a • c and attach the required statement

(see instructions);
a Is there a restriction. either temporary or permanent. on the donee's right to use or dispose of the donated property? .

b Did you give to~ (other than the donee organization or another organization participating with the donee organi
zation in cooperative fundraising) the right to the income from the donated property or to the possession of the property,
Including the right to vote donated securities. to acquire the property by pt6chase or otherwise. or to designate 1he person
llaving slJC:h incame. possession. or right to acquire? •...•.••••......•............•.......•••••••.•••.•.•••.•...•.......... ..-.--..__

c Is there 8 restriction limiting the donated proPerty for a Darticular use7 ....................•.••••....••...•.................
BAA For Paperwork Reduction Act Noticet see separate instrudions. FDIZ1812 Cf1QA1fJ2 Form 8283 (Rev 10-98)



Form 8271 Investor Reporting of Tax Shelter Registration Number OMS Mo. 1545-0881
(Rev JuJy 1998)

~ Attach to your tax return.
DeDanrnent'me"'" of theT~

~ '11 you received this form from a partnership, S corpontion, or trust, see instrs.
ReventIa SeNce 71

ANNABElL H PALMER -- . -. .... _.... ..,.." 12/31/2002
(a)Tax Shelter Name (b) Tax Shelter (c) Tax Shelter

Registration Number Identifying Number
(ll-digit number)

1 FOX RIDGE ASSOCIATES. l.P.
2 BOSTON CAPITAL TAX CREDIT FUND
3 RANCON REALTY fUND V 3
4
5
6
7
8
9

10

12"
13

'4
15

l'
16

18
19
20
21
22
23
.7A
2S
26
%1
28
29
30
31
32
33
34

35
36
37
38
39
40 -

41
42
43
44
45

BAA For Paperwork Reduction Act Notice, see separate instructions. Form BZ71 (Rev 7-98)
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F~rm 8582·CR Passive Activity Credit Limitations

~ See separate instructions. 2002
~~~ • Attach to FOIm 1040 or 1041. 89
Iqme($) snown on t8lIIm .

ANNABEll "PALMER
_ 2002 Passive Adivitv Credits

Caution: Ifyou have credits from a publicly traded partnership, see Pub/Jcly TrlldttdPlu1netships (PTPs) in the instructions.
Credfts From Rental Real Estate Activities With Active P8l'ticipation (Otber Than RehabJItaUon Credits and
Low-lncome Housing Credits) (See Ones 1a through 1c in the instructions.)

1 a Credits from Worksheet 1. column (a) - t-'_a-r- -f

b Prior year trlallowed credits from Worksheet 1. column (b) '_b __....
c Add lines 1a and lb _ _................. 1 c

RehabilltatlDn Credits From Rental Real Estate Activities and Low-Income Housing Credits for Property Placed
in Service Before 1990 (or From Pass-Through Interests Acquired Before 1990) (See Unes 2a through 2c in
the instructions.)

2. Credits from WorkSheet 2, co'unn (a) 1-2_8..- 1 _782 ....

b Prior year unallowed credits from Worksheet 2. column (b) 2_b -t

c: Add lines 2a arxs 2b 2 c 1.782.
Low-lncome Housing Credits for Property Placed in Service After 1989 (See Unes 3a through ie in
the instructions.)

3. Credits from Worksheet 3. column (a) 1 3_111 .-.

b Prior year unallowed credits trom Worksheet 3, column (b) .. _ -... ••..• 3b 2.. 263.
c Add lines 3a artd·3b . . . . • . •. . .. . .. • . . • .. . . • • .. . . . • . •• •. • . . . . ••• . .. • • .. • . . . • . . .. • . •• . • 3c 2.263.

All Other Passive Activity Credits (See Unes 4a through « in the instructions.)
4a Credits from Worksheet 4. column (a) 0 ••• 0 ....-14_.+-11 ...

b Prior year unallowed credits from Worksheet 4, column (b) ..• ,. ,. ~4_b ....

c Add lilles 4a and 4b ,. •..•..•..••••....•.•. ,............................ 4c

5 Add lines 1c, 2c. 3c, and 4c 0 •• • • o • ~ ..-5--;. 4 _0_4_5_.
6 Enter the tax attributable to net passive income (see instructions) ,. 6-.. 0_.
7 Subtract line 6 from line 5.. If line 6 is more than or equal to line 5. enter .(l. and see the instructions _7 _ 4 • 045 0

.Note: Ifyour filing status is married filing separately and~u lived with your spouse at any time ·during the year,
do "",CDmI'Iete Part II. III, or IV. Instead. to line 37.

Special Allowance for Rental Real Estate Activities With Active Participation
'Note: Complete this part only Ifyou have an amount on line le. Otherwise. go to Part HI.

8 Enter the smaller of tirle 1c or line 7 0 _ • • • • •

9 t---+-------8
Enter $150.000. If ma"ied filing separately. see instructions .. 0 ~9"""' --I

10 Enter modified adjusted gross income, but not less than zero (see instructions).
If line 10 is equal to or more than line 9, skip lines 11 through 15 and enter
·0- on line 16 " - 1-'_0-+ --1

11 Subtract line 10 from line 9 0 • • .. • • • .. • • • • • • • • • • • .. • • • • •• t--.....,.--------I'1

12 Multiply Hne " by 50% (.50). Do not enter more than $25.000. If married filing
separately, see instructions 0 1_2~ ----4

13. Enter the amount, if any, trom line 10 of
Form 8582 . . . . . . . . . .. . . . . . . .. 138

t----+-------I

b Enter the amount. if any, trom line 1~ of
Form 8582 0 ••••••••••••••••••••• - '_3_b - -f

c Add lines 13a arld 13b - - - · '_3_c~-------r

14 Subtract nne \3c from tine 12 _ _ 0" '_4-..... ____

15 Emer the tax attribUtable to the amount on line 14 (see instructions) o '_5-+0 _

16 Enter ttle smaller of line 8 or Ikle 15 0 .. • • • • • .. • • .. .. .. .. • • .. • • • .. .. .. • • • • • 16
BAA For Paperwork Reduction Act Notice., see separate instructions. FDtA88\2 DIme Form 8582eCR (2002>
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Form 85B2-CR (2Q02) ANNABELl M PALMER Paae 2
_ Special Allowance for Rehabilitation Credits From Rental Real Estate Activities and Low-Income

Hous!ng Credits for Property Placed in Service Before 1990 (or From Pass-Through Interests
AcqUIred Before 1990) Hote: CDmpJste this pan DnIy ityou have an amount on line 2c. Otherwise, IJO to Part IV.

17 Enter ttte amount trom line 7 o. o................. .. • .. • • .. • • .. • • .. • .. • .. • .. • • .. .. .. .. • .. .. • .. • .. • .. .. • .. • • .. • 17 4.045.
~-..--------18 Enter ttle amooot from fine 16 ..... .. .. . . . .. . .. . .. .. .. . .. .. .. .. . .. .. • .. .. .. .. .. .. .. . •. . .. . . . .. . • • . .. .. • . . .. • • . . .. .. .. • . .. .. .. .. . .. . .. .. . .. . . .. ... 18

19 Subtract line 18 from fine 17. It zero. enter -0· he!'e and on lines 30 and 36. and then go to Part V ... o. ..... o. ......

...........19
~--_-------.i---

I-------4.045 .
2D Enter the smaller of line 2c or line 19 '. . . . .. . . .. .. .. .. . .. . .. • .. . . . .. .. .. . .. .. .. . .

......
20 1.782.........-

21 Enter $250,000. If married filing separately, see instructions. (See instructions
...--..--------

to find out if you can skip lines 21 through 26.) " 21_ __ 25_0 _0_0_0 -

22 Enter modified adjusted gross income. but not tess than zero. ~e mstructions
for line 10.) If line~ is equal to or more than line 21, skip lines 23 through 29.
aIld enter -0- 011 hne 30 o. o. 22_ 4_1..7--..992-.....c.

23 SlJbtract line 22 from line 21 o. o....... 23
....-

24 Multiply line 23
...------......

by SO% (.50).00 not enter more than $25,000. If married filing
separately. see II'1StIlJC:tior1 o. • • • • .. • • • • • • • .. • • • • • • • • • • 24_ ...

2Sa Enter the amount. if any, from line 10 of
Form 8582 25_8+- --1'

b Enter the amount. if any, from line 14 of
Form 8582 o..o. 25_b _-----....

c Add lines 25a and 25b _ _ o. 25_c ...
26 SLlbtract line 25c from "1ine·24 •• o. • • .. • • • • • • • • .. • • • • • • .. t-26_"-+ ___
Z1 Enter the tax attributable to the amount on line 26 (see instructions) o. t-%'I- ------.....
2B Enter the amount. if any, from line 18 o. .. o. o. 28_ -_-4

29 StJbtra"ct line 28 from line 27 o. "••• o. o. 29_+- _

3G Enter tile SlllaDer of line 20 or line 29 ~ o.. 30 o.
_ Special Allowance for Low-Income Housing Credits for Prope~Placed in Service After 1989

Note: Complete this part only Ifyou have an amount on IiIM Je. Otherwise, go to Part ~

'31 If you comDteted Part III, enter the amount from line 19. Otherwise. subtract line 16 from line 7 ................. 31 4.045.
32 Enter the arnalli'll from line 30 ......................................................................................... 32 oo.

33 Subtract line 32 from line 31. If zero. enter -0. here and on line 36 .................................................. 33 4~O45.

34 Enter the snsaDer of line 3c or line 33 ............................................................................. 34 2..263.
3S Tax attributable to the remaining special allowance (see instructionsj ....... o. .................. o. ....... o. .......... 35 o.

36 Enter the smaller of line 34 or line 35 .............................................................................. 36 o.
__Passive Activity Credit Allowed

37 Passive ActivIty Credit Allowed. Add lines 6, 16. 30. and 36. See the instructions to find out how to
report the alloWed credit on your tax return and how to aUocate allowed and unaUowed credits if you
have more than one credit or credits from more than one activity. If)'OU have any credits from a publidy
traded artnershi see Publid Traded Partnershi 5 5 in! D1structi 37 o.

_ EJection To Increase Basis of Credit Property

38 If you disposed of your entire interest in a passive activity or former passive activity in a fully taxable transaction, and you
elect to increase your basis in credit property used in that activity by the unaUowed credit that reduced your basis an the property.
check tI1is box. See irlStJlJcbons ..

of
o. • • • • • .. • • • .. .. • • • • • • .. .. • • • .. • • • • .. • .. • • • • • • .. .. • • • 0

39 Hame passive at:tivit)'dispasedof ..... _

40 Description of the credit property for which the election is being made .. ~ _

41 A;;;o~ ;f~Ue;;d~;diith;t;ed~~Y~-b;5~in-U;~;;,Piift-·~.-:·-:·-:·-:.-:.-:.-:·-:.-:.-:.-:.-:.-:.-:.~·-:·-:.-:.-:; -$- -- - - - - --- --

Form 8582.cR (2002)
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:ANNABELL M PALMER

SchedUle B
Additional Interest

Payers Name Amount

BOSTON CAPITAL TAX CREDIT FUND 117.
ST NICHOLAS HANOR 388.
BRANCHWOOD TOWERS L P 2.386.
RANCON REALTY FUND V 470.
PARK INTERNATIONAL CORPORATION 28.432.
PARK INTERNATIONAL CORPORATION 65.
PARK INTERNATIONAL CORPORATION 104.

Total 31.962..

Schedule E, page 2
'Une Z7 Infonnation

_ Income or Loss from Partnerships and S Corporations

27 (a) (b) (c) (d) At Risk?
Name PIS Fgn P ErN (e) All (I) Part

E 51 NICHOLAS HANOR ~

F BRANCHWOOD TOWERS l P ~

G RANCON REALTY FUND V P
H RAK, LlC _P___
I PARK INTERNATIONAL CORPORATION S
j PARK INTERNATIONAL CORPORATION S
K PARK INTERNATIONAL CORPORATION _5_

Schedute E.. page 2
Line 21 Income or Loss

Passive Income and Loss Nonpassive Income and Loss
Name (g) Loss K-l (h) Income K-1 (I) Loss K-l mSection 179 (Ie) Income K-l

E ST NICHOLA 970.
F BRANCHWOOD 22.238.
G RANCON REA 770.
H RAK. LlC o. o.
I PARk INTERN 103,835.
J PARK INTERN 3.275.
K PARK INTERN 6.874.

Total 4,245. 29.882. 103,835.



t
1 • .

, ierchandase donated to:
\ .tJCE LEAGUE OF LONG BEACH

...........
.:"~RACLE'~ ... ON .4TH STREET
. 21 00 East 4th Stre~t - (

... ' Long Beach, CA 90814

4
.

ADDRESS..

CITY --LL
The donor is solely responsible for the valuation of
the merchandise.

THRIFT SHOP
I~g Beac~ CaUf.

Signed By:~ 12uLAu,
Date: . 1/

1
10/-12 y-



Heiena L. Gatov
Certified Personal Property Appraiser

Mrs. Ann· Palmer

The items listed below were appraised at "Fair Market Value-, all
items were appraised in -"as is where is" condition. Attached you
will find a donation slip from the Assistance L~gue of Long Beach
for some of the itoms.

1. Tall case clock -maker "Coloni" moon face
3 weight' S'S- w/ont finial 750-1 ~OOO.OO

2. Wood wall table w/pinklgrey marble top
wImirror 350.00

3. Metal wall sconce light 3 cherubs
w/6 lights 100.00

4. 2 end tables w/wire mesh sidess 1 drawer
embossed leather tops 200.00

5 . Coffee table wood base wI pink/grey
marble top oval shape 200.00

6. Couch 8" lang 2 cushion wood cabriole feet
brocade fabric 300.00

7. Wood wall table w/pinkJgrey marble top
wI .mirror 350.00

8. 2 table lamps- metal/wood wllg.
glass drops 150.00

9 . Table lamp - opalescent glass base wI
g-01dtone design 45.00 .

620 Flint Ave. • Long Beach, CA 90814 • (562) 498-2029



10. Round wood Table 27- diameter wI
veined mirror tQP 150.00

11. Wood side chair wlbrocade fabric 125.00

12. T~ cart- 2 shelf- brass '& glass 75.00

13. DiDiBg set-· oval table w/8 chairs - 6 side
2 hOSI wI 2 leaves ... greeillgrey finish 1,800~OO

Matching Buffet 66" IODS SOO.OO

14. China cabinet- 6 shelf -glas8- painted
finisb 300.00

15. MilTor - large w/goldtone frame 200.00

16. Wood desk -bee hole -9 drawer
mabogauy filiisb 150.00

17. Wood desk chair - mahogany finish 75.00

18. Large planter -blue/white-w/faux plant 50.00

19. 'Wood table, - 64ttx22" w/glass top
painted finish 125.00

20. WGOd trunk' tin covered w/wood bands' 125.00

21 . Wood dressing table -mahogany finish
w/tilt op 'mirror 300.00

22. Chest of drawers-5 drawers-Mahogany
finish Duncan Phyffe style 300.00

23. Wood bed frame twin size-mahogany finish 150.00



24. Wood side table -3shelf 1 drawer-mab~gany

finish 100.00

2S. W·ood lamp table -w/gilt finish Italian style 75.00

26. Wood rocking chair - cherry finish 
maroot\ fabric 125.00

27. Pair cast brass Frog statues "playing Flutes 100.00

28. Chest-2S·x16" hand carved cedar lined
white painted finish 150.00

29. Wood triple dresser wI .mirror-nine drawer
whi·te painted finish w/gold accents brass pulls 400.00

3Q. Wood entertainment center-white painted
fiDisb w/gold accents (TV stofa.ge~VCRltape

'wi 3 drawers below 500.00

3 1. Pait wood night stands-white painted finish
1 shelf 200.00

32. King size padded headboard-blue silk fabric 100.00

33. Wooqlmetallglass floor lamp rococo style
2 light w/cherubs 100.00

34. Wood small armless rocker-Brocade fabric
white painted flnish 100.00

3 5 . Wood desk -3 drawer-white painted -finish
wlbrass pulls 200.00

36 . Wood desk chair-white fmish pink fabric 50.00

37. Wood -dressing table w/tilt up mirror
painted finish . 250.00

38. Wood rocking chair -oak. finish 150.00



39. Table lamp-Large poodle dog 25.00

40. Chaise Lounge-white finish wood frame
·w/gold cream fabric 300.00

41. Wood side table -white/gold finish w/pink
&grey marble top 150.00

42. Large crystal table lamp wl9 long crystal
bdgiog lustres 200.00

43. King size headboard -white/gold finish
&, wrought iron bench w/maroOD velvet fabric 300.00

44. Wood aide chair ~arved .w/green/white finish
velvet fabric 150.00

4S • Pair wood small side chairs carved w/green
whitt finish 150.00

46. Pair table lamps (figures -cherobs) painted 150.00

47. .Pair table l~ps -metal wI brass/white
fiDi.h filigree design 150.00

48. Table lamp - brass 45.00

49. Large table lamp - bCberob bolding light" 100.00

50. . Wood round table - mirrored 125.00



• t

Foa- Priva0.Act Notice, get form ns '131. CAlA3912 12115103

California Resident
Income Tax Return 2003 540 Cl Side 1

APE FEDERAL RETURN ATTACHMENT REQUIRED:
I&]YES DNO P

PALM ** 03
DO NOT
AlTACH ANNABEll M PALMER AC
LABEL A

Step' R
RP

Hameand
Address

FOR COMPUTERIZED USE ONLY

01 1 37 0 55 0 APE 0
06 0 38 0 56 0 3800 0
09 1 39 0 57 0 3803 0
10 0 40 0 58 0 SCHGI 0
12 0 41 0 59 0 5870A 0
14 30745 42 0 60 0 5805 580SF 0
16 0 43 0 61 0 573560669
17 -56783 44 0 62 0 FN 953428257
18 6357 45 0 64 0
20 0 47 0 65 0
23 0 48 0 66 0
28 0 49 0 68 0
29 0 50 0
30 0 51 0
31 0 52 0
35 0 53 0
36 0 54 0

X Single
Man.ied filing jointly (even if only one spouse had income)
Married filing separatBly. Enter spouse's SSN above ImI full name here .••..........._~~...,-.~~~~ _

Head of ftouIehold (with QuaI1fyino DelSGII). STOP. see aastructions. 5 Qua ~~~.~".' ~'.~ ~.'. _

tt someone can claim "or r SDOUSe. if mamed as a dlDBlldlflt on their tax fItum. check the box here •••.• 6
Penonaa: at you dleckad bOX 1.CII1"3. or 4 abOVe. enter 1 in the 1m. It you Cheeked DOx 2 or 5. emat 2 In 7 1 X $82 $ 82 .
b b01L. ")fOIl~ the baa 6....~ ..••.•••.•.•...•..••.•...........

=
Blind: If you (or If married. your spouse) are visually impaind, enter 1; If both. enter Z ••• ••• . • . 8 X S82 = $ _
senior: If you (or If married. your spouse) 118 65 or older, eater 1; If both, enter 2........ ... . • 9 1 X $82 =S 82 .
Dependents: Enter name and relationship. Do not Include yourseU or your spouse.

______________- __ totaldeDlftOentPemDbOnS ..• 10 Ox 5257 =$ _

&emotion amount Add line 7ti1nHJph line 10. Transfer this amount to line 21 .•.•.......•... 11 $ 164.

-26,038.
30:745.

·56.783.

54003106051

.. prG.



'VourNilme: ANNABELl H. PALMER 'VourSSH:._

Step 6 25 ArnoLI1t ttom Side 1. Jine 24 ~ . . .. 2S o.
28 Enter credit name I:Odt no. &amount ~ 28

Sped" 29 £nttr credit name CGd8 lID. &amOE .... 29Credits
and 30 To claim more than two credits, see instructions . .. .• 30
Nonrefundable 31 Nonrefundable renters credit. see instructions for 'Step 6' .. . .. .. ..• 31Renter-s
Credit 33 Add line 28 through line 31. These are your totat credits 33

34 Subtract line 33 from line 25. It less than zero,
enter.().. . -. . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. 34 o.

Step 7 35 Alternative minimum tax. Attach Schedule P (540) .. . . . . • . . . . • . . . . . . . . . . • . . . . . . . . . . . . .• 35 o.
36 Other taxes and credit recapture. -Other Taxes see instrlJctions 36
S1 Add line 34 tiYouph line 36. This is your total tax rJ o.

StepS 38 california income tax withheld. See instructions. . . . . . . . . . . . • . . . .• 38
39 2IXB CdIomia estimated tax and other payments. See instndians . . .. . . . . . . ••.• 39Payments
40 RealestItI wittItIoldino- (FDnIl(s) 592-8,594, and 597) see illS1lUCbons 40

~ 2003 41 Excess SOl. See instructions " .. •. . . .. . . •. .. • ••. . •. . . .• 41

=::Sea!:: ChDd and Dependent Care Expenses Credit. See instructions; attach form FTB 3506•
• 42 .43 _

.~ .e
46 Add tine 38. line 39, line 40. line 41. and tine 45. These are your total oaymems ...... ..... 46

Step 9 47 Overpaid tax. If Ifne 46 is more than line 371 subtract lina 37 from line 46 .• ".............. 41 o.
48 Amount of line 47 you want applied to your 2004 estimated tax ""............. 48

'b:
Overpaid Taxi 49 Overpaid tax available this year. Subtract line 48 from line 47 49

~= 50 Tax due. If line 46 is less than line 37, subtract line 46 trom Hne 37. See instrucbons..... 50 o.
51 Use Tax. See instructions .. " " . . . . .• 51

Step 10 S1CA Seniars &oeciaJ FUId~ CA Brust cancef Research Fund ••
See~ ••••• ~ ••••••••••• 52

Contributions CA rareligbtals' Memorial Fund......•"... 58
~~
Disorders Fund 53 ==~~.~
CA 'unci

59
fat $eIUDr CiIiuns •••••••• 54

=:,.~~I 60
------

Rant and Enctanoeted SDCCt8S
PIesefvatIon PrQGnun 55

~.,~~~ 61
State Chitdren's Trust Fund tor
tne PnMntion at Child~ •• • .. .. ... 56 CA MissionS Founaabon Fund .•••• 62

64 Add line 52 through line 62. These are your total contributions . . . . . . . .. •.• 64

Step " 65 REFUND OR NO AMOUNT DUE. See instructions. Mail to:
FRANCHISE TAX BOARD, PO BOX 942840. SACRAMENTO CA 942AO-OOO9 .. . . . .. . . . ••.• 65

Refund or
Amount 66 AMOUNT YOU OWE. See instructions. Mall to:
You Owe FRANCHISE TAX BOARD. PO BOX 942867, SACRAMENTO CA 94267·0009 . . . . .. . . . . . . .• 66

Step 12 D1 Interest, late return penalties. and tate payment
0

penalties. . .. .. .
0
. . . . . . . . . . . . . . . . . . . . . . . . .. 67

Interest and 68 Underpaym8nt of estimated tax. Check bOC rrs 5185 attached n1I 580SF atiId1ed 68
Penalties 69 Total amount due. See instructions. Enclose, but do not staple, any payment . . . •. 69

• 70 4

Step 13 00 not attach 8 voided check or a deposit slip. See instructions
Complete this section to have your refund directly deposited. Routing number ........•............. • _

Direct De&ostt Account Type:
(Refund nl1> Checkina • 0 Savings. 0 Account number eo • • • • • • .. •• •

IMPORTANT: See the ins1rudIonIlO fInO out it~ shoutO aU:aCh a CCPJ of your complete feG8I8J felUm. Unaer D8ft81bes of Def}Uf)-. I oedare hit I nave

Sign 8I8IIIIN:d this ,tUn. indudlllO~ Sc:nedute$ and saatementl, and 10 the best of myknowJedge and oetia!. it is tIUe. c:onec:t. anct ccmoleta.

Here
tt is unlawful to

=~e"s X
pre.,."S

X
Joint return? PaiG siOft8Iure (dHa1lltJon 01pI'fIPM'II'/$ biuIIdon.J/~ til wbIt:hPIfJPMW"huMJY Imo....) .1 :,. • ....... 1. .... ""1I l l:"."

Soe ins1nsdions.

HOWARD M. SCHULMAN. CPA 25044 PEACHLAND AVENUE, SUITE 204
SAN7A CLARITA CA 91321 • 95-3428257

Side 2 Form 540 C1 2003 54003206051 CAIA.1912 12115J03



TAXABlE V-::AR ·SCHEDUL£

2003 California Adjustments - Residents CA (540)
Imporblnt: Attach this schedule directlv behind Form 540. Side 2.

ANNABELL H. PALMER
Part I Income Adjustment Schedule Federal MOurns B Subtractions AddItionsA (taxable amounts from See instructions IC See instructIOnsSection A- Income your federal return I

7 Wages, salaries. tips, etc. See instructions befOre making an
entry in cottJfY1ll B or C .. . . . . .. . ..•..... 7 __~~~~-+- ~~ _

B Taxable interest inc:orrae ••••...••.•..•.••••••....••••0 ••••• -... 8 ~3~2~1~74~.~ ............,. _
9 OrdinaJy dividends. see instrudians ..••... (b) (I) 2;,.-4.......__1....13....-....- ~

10 Taxable refunds, credits. offsets of state and toeal income taIlS ••..•• 0 • • • • • 10 I
" Alin'lOl"lY received .••.•..•.•.............• 0 • • • • • • • • • • • • • • • • •• '1
12 8&Jsiness income or (loss) • . • • • . • . • • • • • • • . • . • • • • . • • • • . • . . . • . . • . . .. '2
13 Capital gain or (toss). See instnJctiDns .••.• (b) (a) - 3..........0....0.....0.....+- --.,..- _
14 Other gains or (losses) ........•.....•....................... 14 --+- IIIIIi- ....._

15 lCDIIRA distribubons. See JnStndIOnS •••••• <a> (b) ~I!__-----~,__- _
16 Totat pensions and aftnUIties. See instndGns . (a> (b) --+, ---+'-

I
_

17 Ren1al real .... royaItieS,~.S~.trusts.~ •.••• w • • • • • 17 - -.1....08.........1...4...;;;;5;"",,;•..,.' ___.1.....7....5...3...... _
18 F~~~~ •......•...........••••.•...••............. 18 ~~~~~_~~~~~-~~~I~
19 UnemDIoyIMftt compensabon. EAI8r the same amount in cabmn A and column B • 19 ---~ ~~_+_-..----~ _tii!i!

20 Social security benefits ..... eo ••••• <a> 34, 089. (b) -..28;;;;;;;..,i 9....7....6.-.a. ~.-..... .........
21 Other income. 1 - ....

a California lottery winnings e NQI_ iTom FTB 38050, b
b DiSaStet lOSS canyover ftam F1B 3B05V 3805Z. 3806. 3807, or 3809. 21
C FectItaI NOL (Form 1040, line 21) f Other (describe)

.d NOL carryover from FTB 3S05V

22 y..... Cambine line ,~ IN 21 In coUnn A. AIfd I. 7 ItwoUgh IN 21f in
c:otun1n·8 ... c:oIIIIUl C. GO to Section B ••••••••• • • • • • • • • • • • • • • • • • • • •. 22 -25,882.

Section B - Ad ustments to Income
23 Educator expense ....••.•....••...•••.•...•..•.•..•..•..•.• 23
2A IRA dedLlction ................•.... 0 • • • • • • • • • • • • • • • • • • • • • • •• 24 _
25 Student loan interest deduction ...........•.. 0 0 ••••••• • 2S
26 Tuition and fees deduction 0 • • • • • • .. • • • • • • • • • • • • • • • • • • •• 26
'Z1 Moving expenses .............•........• 0 •• 0 •••••• 0 ••• 0 • • • •• "Z1
28 One--half of seU-employment tax ..•.. 0 • • • • • • • • • • • • • • • • • • • • • •• 28 156.
29 Self-employed health insrxance deduction 0 • • • • • • •• 29
3D Self-employed SEP. SIMPLE, and qualified plans 0 • • • • • • •• 30
31 Penalty on early withdrawal of savings .. . . . . . . . . . . . . • . . . . . . .. 31
321 Alimony paid.

b ReciDient's: SSN ••. ----

Last name ..... 32a .......~iiiiliiiiii'iii
33 Add tine 23 througn hne 32a rn columns A. B

and C ••..•..
t

0 •••••••••••• • •• o ••••• w ••••••••••••••••• o ••••• 33 156.
34 Total. SubtrIct line 33 from line Z2 In COlumns A. B. and C. See instructions .. 34 -26.038. 30.745.1

Part II Adjustments to Federal Itemized Deductions
35 Federal itemiZed deductions. Add the amounts on federal Schedule A(Form 1040), fines 4, 9. 14, ll19, 26, and 27 . . . . . . . . . . . . . . . . .. 35 7.481.
36 En1ar tataa of fUeraJ Sc:nedute A (term 1040), lme 5 (staIB and kat income tal and State Disabllity Insurance) and line 8 (toreaon taxes only) •. 36 1.124.
37 Subtract line 36 from line 35 0 • • • • •• on 6.357.
38 Other adjustments including california lottery losses. See instructicns.

Specify... 38
39 Combine line 37 and hne 38 0 •• 0 • • • • • • • • • • • • • • • •• 39 6.357.
40 Is your federaJ AGI (Fonn 540, nne 13) more than the amount shown below for your nllng status?

Single or married filing separately - $135,714 Head of household - $203,574 Married filing jointly or Qualifying widow(er) - S271A32

No. Transfer the amount on line 39 to line 40. -
Yes. Complete the Itemized Deductions Worksheet in the instructions for Schedule CA (540). hne 40 40

I
6.357 .

I
41 Enter the '.rger of the amount on nne 40 or your standard deduction listed below

Single or married filing separately - S3,070 Mamed filing jointiy, head of household, or qualiiying widow(er) - 56,140
Transfer the amount on line 41 to Form 540, line 18

I I
0 • • • • • • .. • .. • • • • • .. • • • •• 41 6. 3 57 ~

CAlA40Dl 11126103 I CA54003104051 I Schedule CA (540) 2003



CAliFORNIATAXABLE YEAR Net Operating Loss (NOL) Computation and HOl and FORM

2003 Disaster Loss Limitations - Individuals, Estates, and Trusts 3805V
Attach to your california tax return.

iiii~ -
numoer

ANNABELL M. PALMER I
Part I Computation of Current Year MOL. " YOU do not have a current vear NOL. go to Part II.

Section A - Individuals, Estates, and Trusts

1 Adjusted Q!OSS income from 2QQ3.Form ?4Q. line 17 or 2003 Long Form 540NR, line 17. If negative. use
brackets. Estates artd TrlIStS. begin on lIne 3 ...••... •..•••... .. ..••... . .. ..•.••..•.• . 1 -36.783.

2 Itemized deductions or standard deduction from 2003 Form 540, line 18 or 2003 Long Form 540NR. line 18. •. . 2 ·6.357.

38 Combine line 1 and line 2. (Estates and Trusts, enter taxable income, see instructions.) If negative, use
brackets. If positive. enter .0- here and on line 27. Do not complete the rest of Sedion A. You do not
have 8 current year NOL. Complete Part II and Part nl if you have a carryover from prior years "• . . . . . . 38 - 63 1_4..0_.

b 2003 designated disaSter loss included in line 38. Enter as a posltlVe number ....... •. . • . •. • •. . • . . . . . . . . . . . . • . 3b __

c Combine line 3a and tine 3boo If negative. use brackets and continLre to line 4. If zero or more, do not complete
the rest of Part l. Enter the amaU'\t from line 3b. If any, in Part Ill, line 3. column (d) and complete Part 11 and
Part ItI as instrlJcted ~ ..• oo oo •••••••• oo oo oo ••• oo........ 3c__-_- 6_3 14 0__.

Note: Enter amounts on line 4 through line 26 as If they were all positive numbers. See instructions.
4 Nonbusiness capital 'osses eo • eo eo .. • .. 4 4, 039 ! 091 .
5 Nonbusiness capita) gains. See instructions •. . . . . • . 5 3. 122. 177 .
6 It line 4 is more than line 5, enter the difference; otherwise. enter .(). oo.. •• • ....... • 6 916.914.
7 If line 4 ;s less than line 5, enter the difference; otherwise. enter -0- •• •• • .. . •• • .. • . 7 o.
8 Nonbusiness deductions . . .. . . . . . . . .. . . . . . . . . . . . . . . . 8 6. 357 .
9 Nonbusiness income other than capital gains"...... 9 56. 284 .

10 Add line 7 and line 9 10 56 ~ 284 .
'1 If line 8 is more than line 10, enter the difference: otherwise, enter -0· · · · · · · · . •.. " o.
12 If line 8 is less than line 10. enter the difference;

otherwise. enter.(). . oo oo oo....... 12 49.927.
13 Business capital losses . . . . . . . . . . . . . . . . . .. . . . . . . . .. 13

14 Business capital gains. See instructions. .. . . . • . . .. 14

15 Add line 12 and line 14 "............................. 15 49.927.
16 If line 13 is more than line 15. enter the difference: otherwise. enter -0- oo.. 16 o.
17 Add line 6 and line 16 oo · •. ·............... 17 916.914.
18 Enter the loss, if any, from line 8 of Schedule D (540 or 540NR). Estates and

Trusts. enter the loss. if any, from line 9. column (e), of Schedule;) (541). If
-you do not have a loss on that line (and do not have an R&TC Section 18152.5
exclusion). skip line 18 through line 23 and enter on line 24 the amount from
line 17 oo _ - •••••••••••• _. 18 916 •914 .

19 R&TC Section 18152.5 exclusion. Enter as a positive number .................••. . . . . . . . . . . . • . . . . . . . . . • . . .. 19
20 Subtract line 19 from line 18. If zero or less. enter .(). ..•.....•.. -..• II.. ... .... 20 916, 914.
21 Enter the loSS. if any, from line 9 of Schedule 0 (540 or 540NR). Estates and

Trusts. enter the loss, if any, from line 10 of Schedule 0 <541}. Enter as a
positive number 9 • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 21 3 . 000 .

22 "If line 20 is more than line 21. enter the difference: otherwise. enter -0.. ...•...•. 22 913 . 9J 4 .
23 It line 21 is more than line 20, enter the difference: otherwise enter -0- . 23 o.
24 SUbtract hne 22 trom tine 17. If zero or less, enter -0- . 24 3.000.
2S Disaster loss carryovers from prior years. See instructions . 25

26 Add Irnes 11, 19.23.24. and 25 ........•................................................................. 26 3.000.
27 Combine hne 3c and line 26. If more than zero, enter -0-. You do not have a current year NOL to carryover .... Zl -60.140.

28 Emera a pOSitive number th! amount from line 27 that represents tosses incurred by a new business
and/or an ehgible small business. Do not enter more than ttt~ amount on line 27 oo. 28

29- Decrease the loss on line 27 by the amount on line 2B ....•. ·.··.· oo ••••••• • •••••...• · •• ·· .•••.. oo 29 -60.140.
30 General NOL. Multiply hne 29 by 60% (.60) .................................•..........•............••.... 36 36.084.
31 2003 NOL canyover. Add line 28 and line 30. See instructions " · oo •..•• 31 36.084.

CAIZBOl2 101D8103 I 380SV03104051 l FTB 3805V 2OQ3 Side 1



...............ANNABELl H. PALMER _
----~----------------- ~Section B - Nonresidents and P.rt·Year Residents Only - Computation of Current Year CalHomia HOl

Note: Enter amounts on line 32 through line 37 as if they were aU positive numbers..
32 Subtrad Schedule CA (54ONR). line 45 trom Schedule CA (54ONn), line 42. If the result is a loss, enter the

amooot here as a posibve number. If the result IS zero or more, e:'1ter ·0- here and on line 38 and do not
complete the ,est of Section B. (You do not have a CaUfornia NQ..) 0........ 32

33 California disaster loss carryover amount from 2003 Schedule CA (54ONR). line 21b. coiumn B. plus net
capita, loss from 2003 Schedute CA (54ONR), line 13. column E. .. . . . . . . . . . .. . . . . . . . . . . . . . . . . . . .. . . . .. . . . . . . .. 33

34 If line 32 is more than line 33. enter the difference; otherwise, enter -0· . . . . . .. .. . . .. •. . .. . •. . .. . .. .. • .. • . . . . .. . . .. . . ... 34
35 Enter as apositive rwmber the amount fram line 34 that represents losses incurred by aRew business .

and/or 811 eligibae small business.. Do not enter more than the amount Oft line 34 35
36 Subtract line 35 from tine 34 ~ 36
S1 General NOL. Multipty line 36 b)I-60% (.60) . .. .. . .. .. •• •. • .. . . . . . . . . .. . . . . . . . • •. . . . .. .. . . . . . . . .. . . . . • •. . . .. . • . . . . .. n
38 2003 california NOl carryover. Add line 35 and line 37. See instructions. . .. . . .. .. . . . . . . . . . .. . . . . . . . . . .. . . . . . . . .. 38

Part II Detennine 2D03 Modified Taxabte Income (MTI). Be sure to read the InstructionS for Part 11.

1 Taxable income. See iJ1StrUCtions . 1 -63.140.
Note: Enter amounts on line 2 hough line ~ as if they were all positive numbers.

2 capital loss deduction included in line 1 .... . • . . .. •. • . . • • . . .. . . . . . . . . .. . . . . . . .. • . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . 2 3.000.
3 Disaster loss carryover included in line 1 •. •. . • . • . • . . . • •• . . .. • • ••• . •• . . . . . . . . . . ••• •• . •. . . •. . • • • . . .. • • • •• •••• . . . . • . 3
4 NOL carryover incllJded in line 1 .. • . • .. . . . . . . . . . . . . . •. . . . . . . • . • •. . . . . . . . . . . . . . . . . . • . .. • . . . . . A
5 MTI: Combine line 1 through line 4. If line 5 is zero or tess. enter.Q. 5

Part III MOL c. over and Disaster Loss Ca over Umltattons. See Instructions.

. b(g)Avalla Ie balance

, MTI from Part lit
lineS , o.

Prior Yea, NOLs

Ca) (b) (d) (8) (f) . (h)
Year of Code Initiat Loss carryover AmoLl1tused

loss from 2002 in 2003 I~i!~il
Carryover to 2004
subtract column (f)

from cotumn (e)

2 DIS

DIS

DIS
All

other
t es

Current Year NOLs

3 2003 22 DIS

4 2003

2003

2003

2003

"'ype of MOL: General (GEN), New Business (NB), Eligibte Small Business (ESS). Title 11 (T1 1), or Disaster (OIS).

5 NOL carryover. Add th& carryover amounts in column (h) that are not the result of a disaster loss. . . . . . . . . . . . . 5

6 Disaster toss carryover. Enter the total toss carryover amounts in column (h) that are the result of
disaster losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . • • . . . • . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . 6

Side 2 FTB 38Q;,-V 2003 I 3805V032040S1 I



ScheduieCA Federal Schedule C, E 2003
Unes 12, l' and 18 and FAdjustments

Name as Shown on Return
ANNABElL M. PALMER

Line 12 - Business Income or (Loss) (B)
Adjustments California

Amount

T~ls .•....••.....••••••••...•......•••.•..•.••.••... I~~~~~_I_~~~~~I.~~~~~

Une 17 - Rents. Royalties, Partnerships, (8) ee) Cd)
Estates, Trusts, Etc Adjustments Califomia Federal CaJifomia

Adjustment

EL PASO MERCHANT 13. 13.
FROG. LEVEL, lLC

-
K-1P Sch E Inc 2.199. 2.199.
K-lP line

:
5 25.522. 25.522.

FIFTH AVENUE APARTMENTS-INDIANA
- K-1P 5ch E Inc -1.814. -1.814.

BOSTON. CAPITAL TAX CREDIT FUND
K-1P 5ch E Inc -4,122. -4~122 .

ST NICHOLAS MANOR
See Line 17 •Rents. Royalties. PartnershiDs. Etc Adiustmen -131.696. -129.943.

iotals ................................................ -109,898. -108,145. -1.753.

line 18 - Farm Income or (Loss) (8) (C) (d)
Adjustments California Federal Califomia

Adjustment

Totals ·· .. ··.·· .. ····1---------------------1-------------------,-------------------

caiwt 101 .sCR 01102J04



Form 3800 General Business Credit
~ SeesepandeinsbUction~ 2003
• Attach to your tax retum. 22

ANNABELL M PALMER
Current Year Credit

, • ClI'ret1t year investr1lent credit (Form 3468) . • . · ..•. • •• · · • ••. 0•.. 0· 00•· •0... 0· . · · .. · •... ••••0· .• · .•. • . · .......---i'-------
b Curr~t.year work opportunity credit (Form 5884) O' 0.• 00.•....................••..•......•..........r--~-------
C Current year weJfare-to-work credit (Form 8861) · · 0 •••••••••••• • --! -

d Current year credit tor alcohol used as fuel (Form 647e) · 0e. • ~. ·0. ". • • " 0· •· 00. · . 0· · · · . · . 0.• 0 0. · · ••0•••0. 0•.-- _
e Current year credit for increasing research activities (Form 6765) •••.• 0•.•.• 0. ~ .•.•.. 0 0 0.. ~ ~........
f Current year low·income housing credit (Form 8586) 0..••........... 0 0 ~~ 1_._399_..
9 Current year enhanced oil recovery credit (Form 8830) o' 0..•.. 0•. 0. 0. 0.................• 0 I'--~-------

h Current year disabled access credit (Form 8826) ... 0· · . · ••· .. · · · · . · · · 0.................•.... · . 0. 0· · •. · · .t----t-------
i Current year renewable electricity production credit (Form 8835) 0 •••t----+-------
j Current year Indian employment credit (Form 8845) · · .. · · · · · · -
k Current year credit for employer SOCial securitY and Medare taxes paid on certm employee tips (form 8846) • •• • •••• • •• • • 0 ••••• • t----t--------
I Current year Orphan drug credit (Form 8820) · · · . · 0 0

t----t-------
-.. _

m Current year new markets credit (Form 8874) · .
n Current year credit for small employer oension plan startuP costs (Form 8881) "t----+'-------
o Current year credit for employer-provided child care facilities and services (Form 8882) 0 • ••• • ...---+ _

Current year credit for contributions to selected community development corporations (Form 8847) · · ·a--~-------
Current year trans-Alaska pipeline liability fund credit (see instructions) " · . · •. ".... · · · .. · •· •. •. •· .. · 0 • • • • • • •

Current year general credits from an electing large
t---...p-------

partnership (Schedule K-l (Form 1065-8» .••. " 0 .t--~- _-~~~

Current year credit. Add lines 1a thrOugh 1r .. 0. · •· •• •.. ••· •· .. · · •· · . · · · · •. •· .. · · .. · 0.. · 0. · · · •1-- 1_-~3 9~9 .
Passive adivitycredits included on line 2 (see instructions) · · . ·0· . 0 •0· •· · · •. 0· · · .•...•....• t-- l 39~9 .
SlIbtrad line 3 from line 2 .•.•.•..•-•..••..... " .. 0. 00 ~ O__.
Passive activity credits allowed for 2003 (see instructions) .............••.•....•.. 0••.• · •••.. · .• • . 0.. •. 0•t---+ O.....
CanyfDrwatd of general business credit to 2003. See instructions tor the schedule to attach --.. _

Carryback of general bUSiness credit from 2004 (see instructions) 0• · .. · .. · •••... · . •· · · •. · · . •t----t------........
Current ..r credIL Add lines 4 thro h 7 .....•.. " 0 " "...........• "0 0. ". . . • 0 .

Allowable Credit
9 Regular tax betere credits (see instructions) " .•..•,....9~ _

10 Alternative minimum tax (see instructions) .•.... "..•.................. 0 ••• 0 ••••••••••••• " 10 _
11 Add lines 9 and 10 ".0 ...........• 0....•....•.• 00 0 11

•....- _III::!!~-------128 Foreign tax credit .......•....•.•.•••........ 0 •• 0 '_2_
b Credit tor child and dependent care expenses (Form 2441, line 11) ' 2_b+- _
c Credit for the elderly or the disabled (Schedule R (Form 1040), line 24) 0•.. 0t-'_2_c"t-- ~

d Education credits (Form 8863. line 18) " · · 0 .. • • ••••••• • • ' 2d _

e Credit tor Qualified retirement savings contributions (Form 8880, line 14). 0 '_2_8 _
f Child tax credit (Form 1040, line 49) " " " '_2_'-+- _

g Mortgage interest credit (Form 8396. line 11) · · . • . "· .. · · · · · t-'_2--to _
h Adoption credit (Form 8839. line 18) 0 •••••• " •••••••••• 0 ....-12_h .-I

i District of Columbia first-time homebt..rter credit (Form 8859. line 11) J-l21.;-- ~

j Possessions tax credit (Form 5735. line 17 or 27) " 1_2---+' ~

k Credit tor fuel from a nonconventionaJ source ...............................• 12k
I 8834, t----t"-------~

Qualified electric vehicle credit (Form line 20) ••.......•..........•..••~12_' ~

m Add lines 122 through 121 t--~-------

13 Net income tax. Subtract line 12m from line 11. If zero, skip lines 14 throUgh 17 and enter -0· on line 18 ~=:!t'-------

14 Net regular tax. Subtract fine 12m from line 9. If zero or tess, enter -0 t-'_A--+ _
15 £.me: 25% (.25) of tile excess, if any. of liRe 14 over.$25.000 (see instructions) '_5--+- --ftlC

16 Tentative minimum tax (see instructions) '__6 ~~

17 :nter the greater of line 15 or line 16 " ".........•t----+-------
18 Subtract line 17 from line 13. If zero or less. enter .() 0 •••••••••••••••••••••••••••••••

r.!:::~-------
19 Credit aBowed for the cunentyear. Enter the smaller of line 8 or tine 18 here and on Form 1040. lme 52;

Form 1120. Schedule J. line 6d; Form 1120-A. Part I, line 28; Fom 1041. Schedule G. tine 2c; or tne
applicable line of your return. If line 19 is smalter than line 8. see instructions. individuals, estates. and
tnrsts: See instructions if claiming the research credit C corporations: See Schedule A ff claiming any
regutar investment credit carryforward and the line 19 instructions if there has been an ownership change.
acquisition. or reorganization " _ .

BAA For Paperwork Reduction Act Notice, see separate Instructions. Form 3800 (2003)

FDIZm01 12131103



California
Supplemental Business Expenses 2003

Worksheet

VQIIName
ANNABELL M. PALMER

Pannership
FROG LEVEL, LLC-

Expenses

1 Vehicle expenses ...•.....•..............•.......................•..•.......•.. ,
2 Vehicle rentals ..•..........................•....•.............................. 2
3 Travel expense while away from home overnight, including lodging,

airplane, car rental. etc. Do not include meals and entertainment ............ 3
4 BlISiness gifts .................................................................. 4
5 Education ....................................................................... 5
6 Office supplies and expenses .................................................. 6
7 Telephone, fax. pager, etc..................................................... 7
8 Trade publications •.....................................................•...... 8
9 Depreciation and amortization ...................................... ~ .......... 9

10 Other (enter meals and entertainment on line 12): 10
DEPLETION 4.791.

11 Total expenses other .than meals and entertainment. Add lines 1 ~ough 10. 4.791.
12 Meals and entertainment expenses ............................ · .. · · ............ 12

'1
Reimbursements & Deductible Expenses

13 Reimbursements for other than meals and enter1ainment ..... 0 •• ,. ••••••• ,. •••• 13
14 Reimbursements for meals and entertainment ..... ,. ..... ,. ....... 0 •• ,. ,. •••••••• 14
1S Deductible expenses other than meals and entertainment. Subtract

line 13 from line 11 .................. 0 ••••• 0 ••••••••• 0 •••••••••• 0 •• 0 •••••• ,. •••• 15 4.791.
16 Subtract line 14 from line 12 ...... 0 ••••• ,. •• 0 •••• 0 ••••••••••• 00 ••••••••••••• 0.' • 16

l' Deductible meals and entertainment expenses. Enter 50% of line 16.... 0 •• 0.

18 Total expenses. Add line 15 and line 17 ............... ,. ............. ,. ........ l'18 4.791.

CAIW98O\.SCR 0\101104



ANNAB3.I. M.PALM~R 564·18·1883 1

Federal Schedule C, E and F Adjustments
Une 17 • Rents, Royalties, Partnerships, Etc Adjustments

Line l' - Rentst Royalties, Partnerships, (8) (C)
Estates, Trusts. Etc Adjustments California Federal

- K-IP Sch E Inc -19.647. -19.647.
BRANCHWOOD TOWERS L P

- K--IP 5ch E Inc -33.393. -33.393.
RANCON REALTY FUND V
- K-1P 5ch E Inc 2.896. 2.896.

HINOCO UAq LTD
- K-IP 5ch E Inc -440. -451.

FOX RIDGE ASSOCIATES. LP
- K-1P 5ch E Inc 16. 1.780.

PARK INTERNATIONAL CORPORATION
- K-lS 5ch E Inc 3.920. 3.920.

PARK INTERNATIONAL CORPORATION
- K-1S 5ch E Inc -84.151. -84.151.

PARK INTERNATIONAL CORPORATION
- K-1S 5ch E Inc . -897. -897.

Total -131,696. -129.943.



Oeoanmeftt the Treasury - ...... Revenua Service

Form 1040
of

U.S. Individual Income Tax Return 2003 1(99 IRS Use Onty - Do net write or S1aDae 1ft I'us soace.

For tile Jan 1 • De: 31. 2003. or otner tax beainnino , 2003. endino .20
Label
(See 1IISttUdiOns.) ANNABELL H PALMER

MJ Last name
Use the
IRS labeL
Otherwise.
piease print A Important! A
or tYPe. 'tau must enter your social

---.... secutdy nt.mber(s) aDOVe.

Presidential
EJection
Campaign ~ Note: Checking -Ves' will not change your tax or reduce your refund. You Spouse
(See mstru&:tIOftS.) Do , or vour spouse if tiline a 'oint return, want 53 to go to this fund? .....•..... .... Yes No Yes No

Filing 1 Single 4 Head of household (with qualifying person).Status (See
2 Married filing JGI'. ..tIu (even if only one had income) instructions.) If the qualifying person is a child

...., but not your depenDent. enter this chitd's
3 Married filing separat8ly. Enter spouse's SSN above &full name here. ~ _

Check only
one box. name here •• .. 5 Ouafdvi widow(er) with dependent child. (See ins1ructions.)

Exemptions 6. ::::r-~::~~~k~~ ~~~.~~.~~~~ ~~~. ~.~~~~ ~~ .o: } ::r~
~

... ..._1
b 5 se

__
(2) DePendent's (3) Dependent's (4) If an Ie-.o:

c Dependents: social security .relationship ouaItfyI~. lived
number to you ~::r' with,., .•.•. _

__-------------+------
First name Last name

.....
esee instrs~ • dldnot

Uw....~
---------t~~~_duetDdNo1a

If more
----------......----+--------r--------Ir--~~-t:-~

than
.. _

five dependents. ______________---------------+-------+--------tl-~~--+---__ :n~"=ats-+instructions. ---It-~~_---aIIow. _see

---------.---.--- Add~

--------------~_•• ........- on'" ~d Total nlJlnber of exemotions clain1ed . . •. . . . . .. Dave ••.••

7 Wages, salaries, tips. etc. Attach Form(s) W·2 --+- ~-~-

Income Ba Taxable interest. Attach Schedule B if reQuired ..•••... . . . . . . . . . . . . •. . . . . . . . . . . . • . . . ••. . 32. 174 •
bTax-exempt interest. Do not include on line Sa.............. Bb 137.824.

Atblch Fonns 9a OrdInary dividends. Attach Schedule B Hrequired .. · · . · • · . • · · · • · . · • · · 1'JM!I!!!!!!I!!!!t- 2_4 113_-
:~~=:~~ch b~JAl t 9_b _
Fonn(s) lCJ99.R If 10 Taxable refunds. credits. or offsets of~ Ind tccal income taxes (see instrudlons) ••.................•.•...---t--------
tax was withheld. 11 Alin10ny received .........•.....................•..........•.....................•..•....--.... _

12 Business income or (loss). Attach Schedule C cr C-EZ · -+- ~--

138 capital gain or (toss). Att Sch DIf reqd.1f not _, ck bare ..••.. · •.. • .. • • • • 0 -3.000.
If you· did not b=~caLea~

Other gains Form 4797 ••....•••.•........•................•.....•..I
13b~Iget a W·2, see _

Instructions. 14 or (losses). AttaCh 14
15. IRA distributions ~ b Taxable amount (see instrs) .. 15b
16a Pensions and annuities ...•f]!!] b Taxable amount (see instrs) .. l6b
17 Rental real estate, royalties, partnerships, S corporations. trusts. etc. Attach Schedule E .. 17 -108.145.

Enclose, but do 18 Farm income or Ooss). Attach Schedule F .........•..................................•.. 18
not attach, any 19 Unemployrrtent compensation ...•................•..•..............................•.. 19
payment. AlsO,

208 Social security benefits ...•...••~ 34. 089 b Taxable amount (see instrs) .. 2Gbplease use .1 28.976.
Form l040-V. 21 Other Income 21

22 Add the amOuntS ~u,; f8rri-hiCOiUmntM linesiiti;o"uh21: This-is'VOuTtObl in~;~ .-~ 22 ·25.882.
23 Educator expenses (see instructions) · · . · • 23__...--+-

Adjusted
-KI

2A IRA deduction (see instructions) 24_·Gross ---fo-------IU
25 Student loan interest deduction (see instructions) 25_-+- _

Income 26 Tuition and fees deduction (see instructions) 26_...-. _
rJ Moving expenses. Attach Form 3903 'Z1_..- -eI

28 One-half of self·employment tax. Attach Schedule SE .. · ·.-28_...... 1_5.....6_.ofIilI
29 Self-employed health insurance deduction (see instrs) 29_....-. -fIIIii

30 Self-employed SEP. SIMPL.:.. and Qualified Dlars ..•..•..... • 30_-+-__- -IEIri

31 Penalty on early withdrawal of savings 31_..- _
32a Alimony paid b Recipienfs SSN ••.• ~ 32_a....-- ~

33 Add lines 23 ti1rDugh 32a •••.••••••••••••.••..•.....••••••••.•••••••.••••....••....••....•.• t---+-__~~~1~5.;.6..;...

34 Subtract line 33 from line 22. This is your adjusted pross Income ~ - 26. 038 .
BAA For Disclosure. Privacy Act, and Paperwork Reduction Ad Notice. see tnstructions. FDlA0112 Ql116JO' Form 1040 (2003)



Form 1040 (2003) ANNABELL M, PALMER. . ~
Tax and 35 Amount from line 34 (adjusted gross Income) " "......•........ 35 - 26. 038.
Credits 368 Check {f&]

0
Yau were born before January 2. 1939, Blind. Total boxes

if: Spouse was born before January 2, 1939.
B

Blind. checked" 361 1
~:"~'=n b tfyou are married filing separately and your ~ouse itemizes deductions.
for _ or you were a dual-status alien, see instructions·and check here ... · . . . . . . . . .... 36b 0
• People who ~ Itemized deductions (from Schedule A) or your standard deductian (see left margin) ". . . . . . . . . . . . . . • 7 . 4 B1 .
checked any box 38 Subtract line 37 from line 35 t-- ---_~3"'!!o3-.~5~1~9-.

~j=::~n 39 If line 3S is $104.625 or tess. m~y $3.050 ty the total number of exemptions claimed
be claimed as a on line 6d. If line 35 is over $104.625. see the worksheet in the instructions. .. ... .. .. ..... 39 :3 •050 .
deoendent. see 40 Taxable income. SUbnd line 39 from line 38. ~----- ......._--
.nst,tJCbons. If Nne 39 is more Ulan line 38, enter·o. ,..40_ 0 .

41 Tax (see instrs). Check if any tax is tram a 0 Form(s) 8814 b 0 Form 4972 · . · .........••.. · · t-41_+- O..
• AI, others: 42 Alternative minimum tax (see instructions). Attach Form 6251 42 0 .Single or Married
filing separately. 43 Add lines 41 and 42 · .. · " · · · . · " . · · ~~43!!!!!!!'Jl!!!!io_-----_O .
$4.750 44 Foreign tax credit AbaCh Form 1116 if required " 44_ n~

Married filing 45 Credit for child and dependent care expenses. Attach Form 2441 45 ....- _
joint'" or 46 Credit for 46_....- ~

widOW(e~.
Quaiftyi the elderly or the disabled. Attach Schedule R

41 :.e.tucation credits. Attach Form 8863 " 47 0+- --
$9.500 48 Retirement savings contribUtions credit. Attach Form 8880 48_....- _
Head of 49 Child tax credit (see instructions) ......•..•••.•.......•.••• t-49-.. _
hOusehold. 50 Adoption credit. Attach Form S839 5_0--+- _$7,000

51 CredIts fnm: a 0 Form 8396 b 0 Form 8859 •••••• ••· •• · ,,1I!!'!5i!!!i!'!!Wt- _
52 other

0 =rcredits. Check
DSpedfy

applicable box(es): a oForm 3800 .
'-----~ b c 52

53 Add lines 44 through 52. These are your total credits 1-53 _
54 Subtract line 53 from line 43. If line 53 is more than line 43, enter -0· . . . . . . . . . . . . . . . • . 54 0 .
55 Self-emptaynlent tax. AtI:adI Schedule SE 55_ 3_1 J_.

Other 56 Social security and Medicare tar em tip income not reported 10 emptoyer. Attach Form 4137 56_+- _
Taxes 51 Tax on Quarlfied plans, including IHAs, and otbet tal..flVlnd mounts. Attach Form S329 if required •..•••••••• ....S1__..... _

58 Advance earned income credit payments from Fonn(s) W·2 ......................•... "." 58_+-- ....-_
59 Household employment taxes. Attach Schedule H ." 59~ ~~

60 Add lines 54--59.· TIis is total tax ...•.••..•.......•.............. . . . . . . . . . . . . . . . . . . . •. . ~ 80 1] .
Payments 61 Federat income tax withheld from Forms W·2 and 1099 .....•1-61 -+-- ~~_t

If you haVe a

r::
62 2f.03 estiDllb!d tax payments and amount applied fram 2OQ2 I'Itum · 62 1 6 0""""'"0 .

qualifying 63 Earned Income eNdt (EIC) .••• · •. • • • • • .. • · .... · · .. · • " 6_3 ---f

~~:.~~C. Excess social security and tier 1 RRTA tax wIthIIeId (S88 instrudiolls) ••• · ••• 64 0+- -4

Additional child tax credit Attach Form 8812 65_ ....
66 Amount paid with request

0
for utension to

0
file (see tnstructiw) · • 66_+- -c

fi1 other parts fnHr.: a Form 2439 b Form 4136 t 0 Form 8885 01_"-- ...
68 Add lines 61 throu 67. These are ur total Ids ~ 68 1. 600 .

Refund 69 If Une 68 is more than lme 60. subtract tiRe 60 from line 68. 11is is the amount you overpaid .....•....•.... ",..69 +-- 1........28..9.._
Direct deposit? 70. Amount of hne 69 you want refunded to ou .....•...........••..................•... ~~7!!E0:!!::art-- O.....
See ins1rUctions .. b Routing number . . . . . . . • ... e T Checking 0 Savings
and fill in 7Ob. ~ d Account number '-- ..,...._.
7Oc. and 7Od.

71 Amount of line 69 want _ned to ur 2004 .limlted tax . . . . • . . . ~ 71 1 • 2 89 .
Amount 72 Amount you owe. Subtract line 68 from line 60. For details on how to pay, see instructions ............•.. ~ 72
YouOwe 73 estimated tax pena (see instructions 173 .

Third Party Do you want to allow another person to discuss this r9turn with the IRS
(see InstrUCtionS)? " .•.......................................... 0 Yes. Complete the following. fg] No

Designee Des!Oftet"$ Pnone Personal identifaticn
name ~ no. ~ n&.I'ftbet fPIN) ~

Sign UnDer oanaIbes of De'JUfY. I dedare that I nave uammad "as rDtum andacasm~ scnecuIes and statements. and II) the beSt cf my knOWteaIa 1ft!
Dehef. they are true. conact. and complete. Dedlration of preoarer (other than l8XP8Yer) is basea on all mformatIon of which PleDDm has any aasowteeoe.

Here y~~ Dil~ Your cc:cuPabcn c:hDne rwmoer
Joint return?
See instructions. ~ EXECUTIVE

-----~----------~---~---------Keep a copy SpOUSe"ss~. If a joint return. both must SIgn. 10- Spouse"S CCCUJ)8tIcn

tor your records. ~
Date

Paid
Preparer's Fum'sname HOWARD M. SCHULMAN CPA
Use Only 1~=~~ 25044 PEACHLAND AVENUE, SUITE 204 ErN 95-3428257

~:eand SANTA CLARITA CA 91321 Pnone nco (661) 255-8993
Form 1040 (2003)

FDIA0112 01n61D4



SCHEDULE A Itemized Deductions
(Form 1040)

~ Attach to Form 1040.Deoanment of the treasury'
Aeveftue (99) ~.....1 Strlael See lnstrUdions forSchedu1e A (Fonn 1040).

Name(s) ShOWn on Fonn 1040

ANNABELL H PALMER
Medical .Cautlon. Do not include expenses reimbursed or paid by others.
and 1 MedIcal and dental expenses (see insIrucbons) ~~ _
DentalExpenses 2 Enter amount from Form 1040, line 35 -....-2 ,....---,

3 Multiply line 2 by 7.5% (.075) 3 ~r-

4 Subtract line 3 from line 1. If line 3 is more than line 1tenter -0- .

Taxes You 5 State and toeal income taxes 5 1, 124 .
Paid 6 Real estate taxes (see instructions) . •. .. . . . . .. .. . . • .. . .. • .. • .. .. . . • . . .. .. 6 6. 357 .

7 Personal property taxes ~7~ _
(See 8 Other taxes. List type and amount.. _instructions.)

7.481 ..
Interest 10 Home mtg interest end paims repol1ld to you on form 1(!1S 10
You Paid 11 Home mortgage. interest not reported to you on Form 1098.

It paid to the person from whom you bought the home, see
instructions and show that person's name, identifying number,

.and address ~

(See
instructions.)

Note.
Personal 12 PoinbnOtRPOrit-to-yO;;'FAlit-SH'd,;rsPei-ni$:::::::: :-: ::.........
interest is

""-1-------
13 Investment interest.not Attach Form 4952 if required.

deductible. (Seei~) .•..•..••...•.•...••.•.•••.•••••••.•..•.••.••.•••••~13 ~

14 Add lines 10 through 13 .

Gifts to 15 G~ by caS!' or check. If you made any gift of $2SO or more.
Charity see Instrl.JctiOns - .

If~made 16 Other than by cash or check. If any gift of $250 or
a gift and more. see instructions. You must attach Form S263 if
got a benefit overfor it, see ssm " ".. " "t----t-------
instructions. 17 Carryover from prior year 17 .,--

18 Add lines 15 ttJrou 17 .

Ca~and

Theft LOsses 19 C8sua or theft lossCes). Attach Form 4684. (See instructions.) ..

Job Expenses 20 UnreimburSed employee expenses - job traveJ. union dues,
~e~ost job education, etc. Attach Form 2106 or 21()6.EZ if
Miscellaneous . required. (See instructions.) ~ _

Deductions

~~~~~----~-----~--~---~~-~~~-~-~~------------~21 Tax preparation fees ~ ~~ _

22 Other expenses - investment. safe deposit box, etc. List(See type and amoUl'\t .... _rnstruetions.)

-------------------------------~~--------------..23 Add lines 20 through 22 ~~-------~

2A Enter amount from form HMO, fine 35 ~2A _r___.
2S Multiply line 24 by 2% (.02) 25-.-. --r--,
26 Subtract line 25 from line 23. If line 25 is more than line 23. enter -0- .
'D Other - from list in the instructions. List type and amount ~ ~ __other

Miscellaneous
Deductions

total 28 ls Form 1040. line 35. over 5139.500 (over $69,750 if MFS)?
Itemized
Deductions [KJ

o
No. Your deduction is not limited. Add the amoll1ts in the far right column

tor lines 4 through 27.. Also. enter this amount Dn Form 1040. line 37. 7.481.
Yes. Your deduction may be limited. See inshJctions for the amount to enter.. 1

BAA For Paperwork Reduction Act Notice. see Fonn 1040 Instructions. FDIA0301 101161D! Schedute A (Form 1040) 2003



· !

_S_ch_e_d_u_le_A_& B_(F_rorm......_l_040__~ 2003 OMS No.. 154S-0D7~ Paoe 2

~NNABELL.....:....Name...........(S)_snawn cn_F_onnllll-t04DM __ -J~PALMER _

Schedule B - Interest and Ordinary Dividends 08
1Part I List name of payer. If any interest is from a seDer·financed mortgage and the bWer us~ Amount

the property as a personal residence. see the instructions and list this interest ftrsL Also.
Interest show that buyer's social security number and address O' ••• O' •• O' ~

lC~Ii~_~t!P_5.~Rj2lLE_§l!.~R~R..P__ _ 3. 536.
(See instructions F&M BANK OF LONG BEACH- - 263.tor Form 1040.

!!~J~~_9E~~~~j£~C]--~---~~~-~~-----~-~-----~--~----~-----~~~--
line 723.Ba.)

J_~l1.Q6.<it\~:...________
~_______

7.135.
1_t119&<it\~ -----_______________________ 2~307.

Note.tf~ J P MORGAN 71.890.
,eteiYed a Form
lQ99.tNT. iM.NJ~!.~_I~_~Qf.].Q._____________________________--~-----------------------------------------Form 1 1.011.
1099.QID. or
substitula SSItIment SHERRY WISHNEY. ET Al 8.556.
=Lt~-s

~r-RO-G--LE-V-E-L--L-LC--------------------------------- 110
name as til payer
ana total
interest

enter'" !!ET~_~VJ~~l~~~RJtt~Nl~~~~l~~--------~--------------------------------------_________ 575..
shoWn an

thattonn. J~~TJ~_~~il~_l~_~~~l~f~~_--------------------
~I_~~~~L~~_~~~_______________________________ 6062..

.§!.e_~J.ti.2.".!'li1le!..~_________________________________ ]4.971 ...?.!:!I!\9!!J. ~_____________________________ 111.199.
1!~~~tm~!_ln!t~jl -~--~------7~9_._0_2_5~.

2 Add ttle amounts on line 1 2.-... 32 1_7_4 .

3 Excludable interest on series EE and' u.s. savings bonds issued after 1989.
Attach Form 8815 ..••..•..• O' O' ...-3--+-_ _

4 Subtract line 3 from line 2. Enter the result here and on Form 1040. line sa 4 32. 174 .
Note. If line 4 is over $1,500. you must comDlete Part 111. Amount

5 Ustnameofpayer ....... -

II
l_t~Q~~~ ~ _

-24.113.Part
Ordinary
DlvldenCis -~-~~----~~-~--~-----------------~-~~-~~~~~~

~~----~-~------~-----------------~--~--~-~~~

-~----~---~--~~-~-------~-----------~----~~-(See
instructions for
Form 1040. -~-~--~-~-~----~~~~~~~~--~~~~~--------~-----
line 9a.)

----------~-------~~~~~------------~~~~~~~~~

---~----------------------------------------
NotoO'lf~
nsceivea a Farm
1099·DlVer

-------------------------------------------- 5
~~--~~~~~~~~--~~~~~~~~~~~~~~-~-~--~-----~---

subStitute statement
=::a~

~~-------~~~-~~~-----~-~--~----~~-~~~-----~~

name as h IIiIJOf ------~~---~-~~----~~----------~----~~~~-~~-
and enter the
ordinary dividends
shown en Chat torm. --------------------------------------------

--------------------------------------------
--~--~---------~----~-~~~--~~~~~~-----~~~---

-~--~~--~-------------~---~-~~-~~~-----~~~-~

-------------------------------------------~--+-------------6 Add the amounts on line 50' Enter the total here and on Form 1040, line 9a 6 24.113.
Nota. If line 6 is over 51.500. u must comolete Part Ill.

Part III You must complete" this par:t if you <a> had over 51,500 of taxable Interest or ordinary dividends; or (b) had a
foreign account or (c) receiVed a distribution from. or were a grantor of. or a transferor to, a foreign trust.Foreign

Accounts
7a At any time curingand 2003. did you have an interest in or a signature or other authority over a financial account

in account.Trusts a foreign country. such as a bank securities account. or other financial account? See instructions
tor exceptions and filing requirements for Form 10 F 90-22.1 "- "............•.....................

(See b If 'Yes,' enter the name of the foreign countrY .. ~ _
instructions.)

8 During 2003, did you receive a distribution from. or were you the grantor of, or transferor to. a foreign trust?
If 'Yes: au rna have to file Form 3520. See instructions " ". X

BAA For Paperwork Reduction Act Notice, see Fann 1040 Instructions. F01A0401 lDl16103 Schedule B (Form 1(40) 2003



SCHEDULED
(Fonn1040) _Capital Gains and Losses

~ Attach to Form-1040. "-See Instrudlons for Schedute D(Fonn 1040). 2003
.. Use Schedule D-1 to list additional transactions tor lines 1 and S. 12

Namt(S) SftOWn an Form 1040

Sholt-Term Ca ital Gains and Losses - Assets Held One Year or Less
(d) SaleS priCe (e> COSt or oIner baSIS

(see iftstrUdicns) (see ins1rudicns)

1

2 Enter~our short-term totats. if any.
from Schedule 0·1. Une 2 •.•. - · · · • ••· . • .. t--2---.. _

3 Total short-term sates price amounts.
Add lines 1 and 2 in column Cd) ,,-3~ _

4~~.~~~~~~~~~~~~~~ ~4~~ ~~ _

5 Net short·term gain or (loss) from partnerships, S corporations. estates. and trusts
h~SchedLde(s)K.l ....................••......................................•~5~ --.~

6 Short-term capital loss carryover. Enter the amount, if any. from line 8 of your
2002 Capital Loss Carryover Worksheet • • .

7aCombine lines 1 through 5 in column (g). If the result is a loss, enter the result.
Otherwise, enter .()-. Do not enter more than zero · .. · · .

bNet short-tenn ca tal lin or os. Combine lines 1 throu h 6 cn column . . ••. •. . • b
Lo -Tenn Ca ltal Gains and Losses - Assets Held More Than One Year

(.) Description of (b) DatI acauired (c) Data IOfd (d) sales price (e) COst or other basis (f)G. or ) (g)........,
PtOI*tY (EumDte: (Mel, diy, yr) (MD. day. ,., (see insbuttionS) (see 6nstructions) for tho yew (see-ea-r__

5"'.
SUbtract (e) nm )100 snaUes XVZ Co) (d)

8 LIQUIDATION PARK INTER TIONAL CO P
06/02/52 08/31/03 2 731578. 2 154,180. 577,398. 577.398.

4,000.000. -4.000.000. -4 000.000.

100.000. 100.000. o. o.

75 000. -2.759.
9 Enter your long·term totals. if any.

from Schedule 0·1, line 9 9--.._ 1 _2_75--..,4_0_0_.ot!!'

10 Totallon~tennsates price amounts.
Add Jines 8 and 9 in colurm Cd) _1_0 4 1_8_1_._9_7_8_

iiiiiiiiiiii

11 Gain trom Form 4797. Part t: long-term gain from Forms 2439 and 6252; and
~~~~g~n~~~~F~4~.~~,a~8~ ~,,~~~~6_4_8~.~O~9_3_.~~~~6~4~8~.~O~O~9~.

12 ~:~:J~~~~~~~~~.~~~~~~~~~~~~~ ~'2~~~~1~8~9~6~.~6~8~6~.~~~1~.~8~9~6~.~6~8~6~.

13 caonal gain dIStributions- See instrs - .•............ - .. . .................• ~13 ~~

14 Long·term capital toss carryover. Enter the amount, if any, from line 13 of your
2002 Capital Loss carryover Worksheet......... .. 14

15 Combine lines 8 through 13 in column (g). If zero or less, enter -0· [jj15a-f:AltI••~

16 Net long-term capital gain or (loss). Combine lines 8 through 14 in column (I) 16
Next: Go to Part IU on D8 e 2.

·Uldude 1ft column (g) all gains and tosses from coJumn (f) from sales. exChanges, or COIMI'StOII$ (inc1udino inS18Jiment paymentS received) after May 5.2003. 1icM&ve:, do not
Include gain attribUIabIe to unrecaptured section 1250 Olin. 'collectibtes gains and losses' (as defined in the instructiDns) or eligible gain on Qualified small business stDdt (see 1ns1rs).

BAA For Paperwork Reductfon Act Notice, see Fonn 1040 instructions. Schedule D (Form 1040) 2003
FDlA061~ 01116104
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Schedule 0-1 (F()I1'J\ 1040) 2003
Name(s) snown on Farm 1040. Do not eater name and SOCIal seady numDellt snown en page 1.

ANNABElL M PALMER
__--- Long-Tenn Capital Gains and Losses - Assets Held More Than One Year

(a) of (b) Data acauired (e) Date sold (d) Sates price (e> Castor (I) GaIn or(Iou) tor (g) PosteMay Spin
~~:

Descr'"
(Mo. day. yr) (Mo••• ", (se8 inStNCIiOnS) otnIr baSis the....... orC'oar

100 snares XVZ Co) (He instructions) Subtrtet (e) (d) (

S 1.000,000 BJ ~ AREA GOvr ~SSN CA REV
= ... ..,..)

03/01/01 0"6/16/03 1.000tOOO. 1.034.816. -34.816. -34.816.
2S, 000 PERRI ~ PUBLIC FIN ANeING AUTH

03/01/01 09/02/03 25.000. 26.010. -1.010. -1.010.
200.000 SAN JOAQUIN COU NTY CA CTFS

01/01/02 09/02/03 200.000. 200.000. O. o.
20,000 UNI' 'ERSITY OF CA REVS

03/01/01 09/09/03 20.400. 20.906. -506. -506.
30.000 RALl ~ SHAMBURGER 9.8751 NTS

01/01/95 07/07/03 30.000. 30.000. O. o.

-I

I
I

I
9 Totals. CQrnbine columns (d). (I), and (g).

Enter hafe and on Schedule D. line 9 ..•. • 9 10275.4000_ -36.332. -36.332.
·lnclude in column (g) aU gains and tosses from column (f) from sales, exc~. or conversions (Including instaHment payments received)
after May 5, 2003. However. do not include ~in attributable to unrecaptured section 1250 gain. tcoltectibles gains and losses' (as defined in the
instrucbons) or eligible gain on Qualified small business stock (see instndions).

FDlA0656 09122103 Schedute 0-, (Form 1(40) 2003
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Schedule D (Form 1040 2003 ANNABELL M PALMER
Taxable Gain or Deductible Loss

17a Combine Jines 71) and 16 and enter the result. If a toss. enter ·0- on tine 17b and go to line 18. If a gain.
enter the gain on Form 1040, line 138. and go to line 17b below ."." ..•..... " ".""" " ~ -__9_1_6_ 9_1 4 .

b Combine lines 7a and 15. If zero or tess. enter -0-" Then complete Form 1040 through line 40 ." ... ". "•• "". ". ~~~ ---.O .
Next: • If line 16 of Schedule 0 is a gain oryou have qualified dividends on Form 1040. line 90. complete

Part IVbelow. _ .
• Otherwise, skip the rest of Schedule 0 and complete the rest of Form 1040.

18 If line 17a is a toss, enter here and on Form 1040. line 13a, the smaller of (a> that loss or (b) ($3.000)
(or, if married filing separately. ($1,500» (see instructions) .. " " "_ """ "" " . " ~~~

Next: -Ifyou have qualified dividends on Form 1040. line 9b. complete Form 1040 through line 40. and
then complete Part IV below (but skip lines 19 and 20).

• Otherwise. skiD Part IV below and comolete the rest of Form 1040"

_TaxComputation Using Maximum Capital Gains Rates

If line 16 or line 17. Is zero or tess, skip tines 19 and 20 and go to Dne 2', otherwise, go to line 19.

19 Enter )lour unrecaptured section 1250 gain. if any, from line 18 ofthe worksheet in the instructions .....••••.•W _
20 Enter yoU" 28% rate gain. if any. from line 7 of the worksheet in the instructions" . · • . , " " " · .. " [!!J

If lines 19 and 20 are zero, go to Une 21. otherwise, complete the worksheet in the Instructions to figure the amount to enter on lines 3S
and 53 below, and skip aU other lines below.

21 Enter your taxabte income from .Form 1040. line 40 .....•...........................•. " " "....... 21~I _
22 Enter the smaller of line 16 or line 178, but not tess than zero · , · . · · · · . · · . · · · . · ·t-22_....... -u~

23 Enter YOtl' qualified dividends from Form 1040.Une 9b ..••. ".. "...••..........• t-23_--+ _

2A Add lines 22 and 23 ••.•...•......•.•••...... a •••• • •• " •• • • • ••••••• " •••••••• • t-24_....- _

25 Amount from line 4g of Form 4952 (investment interest expense) " 25 -
26 Subtract line 25 from line 24. If zero or less. enter ·0- • . · ••. · .. ••.••..•.•....... " •.•.••....• " · ..- _
27 SUbtract line 26 from line 21. If zero or less. enter ·0· .. " 0 •••• 0 •••••• 0 " • • •••••••• " .

28 Enter the smaller of line 21 or:
• $56.800 if married filing jointly or Qualifying widow(er); }
• .$28,400 if single or married filing separately; or . . . "•...• "•. , 0 ••

• 538,050gre"',if head of household
If line 1:1 is thin line 28, slclp lines 29 through 39 and go to line 40.

29 Enter the amount from bne 27 ..•.... a • 0 • •••••••• 0. • • • • • 0 • 0 • • • • • • • ••• " 0 • " " •• • t----to-------
30 Subtract line 29 from line 28. If zero or less. enter -0- and go to line 40 " ~ftI!!!!!fo-------

31 Add lines 17b and 23· " 0 ••• " 3' ....,--...
32 Enter the smaller of line 30 or line 31 0 .0 ••••• " ••• 0 ••••••• " •••• 0 ••••• " 32 - __.......-
33 Multiply line 32 by 5% (.05) ...•• "•..• " .....•...•••.......... "•.. " "" ..•..... " ".......•...

If Ones 30 and 32 are the same, sldp tines 34 through 39 and go to line 40.
34 SlJbtract line 32 from line 30 " a •••••••••••••••••••a ••••••• , •••••

35 Enter YOU" QUalified 5·year gain. if any, from line S
of the worksheet in the insb1Jctions •.. " 0 " 35_ -_-1

36 Enter the smaller of tine 34 or line 35 ". 0 .... • •• " • • " •••••• 0 • • ••• • • • •• • •• • •••• • ...36_...-- --f"--.
37 Multiply lirle 36 by 8% (.08) ......•• "•. 0 • ••••• 0 0 • • • ••••••••••• • • • • • • • • • •••• " • " • , • • • " • " •••• • " ••••• " ••• " • • • ~!!Bf-------

38 Subtract line 36 from line 34 .. " ". " - 0 • • • • • • • • • • • • • • • • • • • • • • • • • 38
_-..._------~---,

39 Multiply line 38 by 10% (.10) ••............•................. "... 0 ••••••••••••••••••••• 0 •••••••••••••• " ••

If lines 26 and 30 are the same. sklp Dnes 40 through 49 and go to line SO.

40 Enter the smaller of line 21 or line 26 .. " " ; " t----+-------
41 Enter the amount from line 30 (If line 30 is blank, enter -0·) · ·t----+---------t~
42 Subtract line 41 from line 40 0 ••••••••••• " •••••••••• " 0 •••• " •••••••••• 0 •••••

43 Add lines 17b and 23* " a ••••••••••• " 43......---..---------1
44 Enter the amount from line 32 (If line 32 IS blank, enter .o..) .........44_-+- - __
45 SUbtract line A4 from line 43 . 0 " 0 ••••••••••• " • • • • •• 45

the of 45 •.......................................
........

46 Enter smaller line 42 or line
--"'-------

46

47 Multiply line 46 by 15% (.15) .. 0 ••••••••••••••••••••••••••• , ••••• " ••••• " ••••••

---------..,.....---.
0 • 0 ••••••• 0 ••••••••••••••••~47~!t- _

48 Subtract line 46 from line 42 · · · " · · ·..48_..-.- -f-~

49 MuitiDIy line 48 by 20% (.20) .•......................................... " · " ; .-4_9--.... _

SO Figure the tax on the amount on line Zl. Use the Tax Table or Tax Rate SChedules. whichever applres .. 0 ••••• t-5_0--t _
S1 Add Jines 33.37.39,47,49, and 50 " · " 0 •• 0.0 •••••• " ••••• • ••••••••• t-S_' _
52 Figure the tax on the amount on line 21. Use the Tax Table or Tax Rate Scheduies. whichever applies ... 0 •••• 1-52_-+-- _

53 Tax on all taxable income. Enter the smaner of line 5' or line 52 here and on Form 1040. hne 41 ••••• 0 •••••• S3
-tf lines 23 and 25 are more than zero, see instructions for the amount to enter•.

FDlA06l2 01n~

Scnedule D (Form 1040) 2003
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SCHEDuLE D-'
(Fonn 1040) Continuation Sheet for SChedule D (Fonn 1040) 2003
Depannmnt f 1 .. see instructions tor Schedule D (Form 1040).
...,..1A~~ (99) ~ Attach to Schedule D to Ust additional transactions for Jines 1 and 8. 12A

-=-Name(s..........)~snown~~on~Form...... ~
~NNA8ELL H'_040PALMER__.............. .....

_ Short-Term Capital Gains and Losses - Assets Held One Year or Less--
(I) Dacripban of (b)Date~ (c) Date sokI Cd) Sales price <e> CastO' (I) GaIn or(kau) ..
DIOOIrty (ExamIIIe: (Mo. day, yr) (Mo. Gay, yr) cs.. tns1rUCtiCnS) 's..other baSis the .....C· (I)"""":"orDOSS
100 sNIes XYZ Co)

I
inS1NCtions) Subtract et) Cd) (see Daoe 2)

1

I

I

I
I

I .
2 Totals. Combine columns (d), (I) and (9).

Enter here and on SchedtJt& D. line 2 .. .. 2
BAA For Paperwork Reduction Act Notice, see Fonn 1040 instructions. FDIA0656 09122103 Schedule D-l (Form 1040) 2003



SCHEDULEE Supplemental Income and Loss
(Form 1040) (From rental real estate, royalties!JW1nerships.

S corporations, estates, trusts, .._Cs, etc)
.. Attach to Fonn 1040 or Form 1041. 2003

• See Instructions for Schedule E(Fo.-. 1040). 13
Narne(S) sncMn en eeun •~. • ,~. • • ..:.... J • \ I , t •• ,

ANNABELL H PALMER
Income or Loss From Rental Real Estate and Royalties - Note. If you are in the business of renting personal
proPertY, use Schedule Cor C-EZ (see instructions). Report"tarm rental income or toss from Form 483S on page 2, line 40.

, Show the kind and location of each rental real estate .: 2 For each rantall'U1 estIt! Yes ND

A ----------------------------------------- ~~~~ -A
B for more than fha greater of:

I
• 14 aays. or
• 10% of tile tDtII days B

c rented at fair rental value?
(See instructions.)

Income: A C
3 Rents received . 3
4 Rovalties received ....•............... 4 17.

Expenses:
5 AdVertising . 5
6 Auto and travel (see instructions) .•.•.. 6
7 Cleaning and maintenance ....•.•.••.• 7
8 ~~s . 8
9 Insurance . 9

10 l.egal and other professional fees ...••. 10
11 Management tees . 11
12 Mortgage interest paid to banks. etc

(see ,nstrl1Ctions) .....•.•••....••..••• 12
13 Ottler interest . 13
14 Repairs ...........•.................. 14
'5 Supplies .
16 Taxes ............•..•...............

17 Util~ies ~__+------------------_+_------------------~------------------
l'
15

1.
17

18 Other (list)'" _

18

19 Add lines 5 through 18 .............•.. 19 1 . 1 .
20 Depreciation exoense or depletion

(see instructions) ......•...•.........• 20 3 . 3.
21 Total expenses. Add lines 19 and 20 .. •...21..........- -4_.~-----_+------__fE
22 tncome or (loss) from rental real estate or

royalty properties. Subtract line 21 from line 3
(rents) or line 4 (royalties). If the tlSUlt is a
(toss), see instructions to find out if you must
file Fenn 6191 22__...-+---- 1_3_.I-- --+- ~

23 Oedudibte mat reat estltlloss.
caution. Your rental rul estate loss on line 22
may be limitBd. See instructions tD find out if you
must fita Form 1582. Real estata professionals
must comptete hne 43 on page 2 .••• · 23_ ----_-- --r-

24 Income. Add positive amounts shown on line 22. DD not include any losses . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . .. 24 13 .
2S Losses. Add royalty losses from line 22 and rental real estate josses 1rom line 23. Enter total losses here . · ...
26 Toul rental raal estate and royalty income or (loss). Combine lines 24 and 25. tnmr the

11:1
result here.. If Pans II, lit, IV, and line 40 on page 2 do not apply to JDU, aJso enter this amount

I
Dn Form 1040. line 17. Otherwise, include this amount in tile total on lane 41 on DIO! 2 .. . . . . . . . . . . . . . • •. . . . . . . . . . . . . . . . .• . •.. 26 13 .

BAA For Paperwork Reduction Act Notice, see Fonn 1040 instructions. Schedule E (Form 1(40) 2003
FD!Z2301 0&I1Q1D3



SChedule E (Form 1040) 2003 13 Page 2
Name(s) snown Oft tatum. Do not enter name and soctaJ secunlY numoer if ShOwn Oft Page 1.

ANNABELl M PALMER
_ Income or Loss From Partnerships and S Corporations
Note. If~ reporta loss from an at-risk activity for which any amount is not at risk, you must cheCk column (e) on line 28 and attach Form
6198. See Instructions.

21 Are ·you ,eDQriing tosses not altowed in prior years due to the at-risk or basis limitations. passive losses not reported
on Form 8582, or unreimbursed partnership expenses? •.•.........•.•.••• , g) Yes 0 No

It~ answered 'Yes: see instructions before completing this sedran.
caution: The IRS comDares amounts reDorted on -your tax return with amounts shown on ScheduleCs) K·l.

(b) Enter P Chec .
for partnership: (Ck~ .(d)~oyer (e) Check ifif28 (a) Name identificatIOn any amountS 10r S ftArhuwship

comoration ..,.... IS'-'w' number not at risk

FROG LEVEL. LLC p

B UPE p

c FIFTH AVENUE APARTMENTS-INDIANA p

D See Lme 28 Information
Passive Income and Loss Non ssive Income and Loss

(I) Passive loss allowed (g) Passive income ) loss (I) Section 179 (J) Nonpass.ve
S~h8duleif required) from Schedule K·l K-' ~nse(attach Fann 8582 ~

Nonpassive
om deduction Income from

'- ftom Fann 4562 Schedule K·1
A 32.512.
B 4,791 ..
c
D

298 Totals •••.•.....•..••.
b Totals ....•.......•.. 60. 324. ....88.........9.....4.....2.-. _ ....

30 Add colLll11ns (g) and 0> of line 298 •••••.•.•.•.••••.•.•..••••••.•••••••••... ••• • •..•.... • •. • .••• · • •• • • ~ _
31 Add col\JFl'VlS (f), (h). and __ ..

32 =~rs:r: ::m=:
(i) of line 29b •..•................. o. o. •••• 0 ••••• 0 ••••••••••••• •

~~~~.~~~.~~~.~~~.I~~.~~.~~.~~: ~~r.~~ .~~ ~.~~~••••• -108.1S8.
Income or Loss From Estates and Trusts

a Name ; IDno.

A
8

Passive Income and Loss Non assive Income and Loss

(c) Passive deduction or loss allowed (d) Passive income (8) Deduction or loss (I) Other income
(attach Farm 8582 if required) from Schedule K·' from Schedule K·' from Schedule K·'

A

B
341 TotalS ..............•..... 0 ••••••••••••••••

b Totals ....•.••......•...........•.....•....~ ...

35 Add coJLI1V\S (d) and (f) of line 34a . · · · · · · .. · · · · · · · · . · · .. · .. · · · · · · · · . · · . · . · . · · · . · 35 +-- _
36 .Add ColLlllflS (c) and (e) of line 34b 0 ••••••••••••••••••••••••••••~36-+__-------

31 ;~~~~~~~n~~~~'~S~n~~b~Ul~.~.~~.~~:.~~~~~~ 37
~ Income or Loss From Real Estate Mort a e Investment Conduits REMICs - Residual Holder

38 (a) Name (b) Employer ~ inclUSIon (d) Taxable income (e) Income from
identification number line 2c (~:rs~:n~ scJ~~::S6~r~ lb Schedules Q.line 3b

39 Combine columns Cd and (e) on . Enter the result here and include in the total on line 4i below f 39
Summa

40 Net farm rental income or (lOSS) from Form 4835. Also. complete line 42 below 40_+- _

41 Total Income or (105s). Combine lines 26 t 32.37,39, and 40. Enter the result here and on
Form 104(). tine 17 ~ 41

42 Reconciliation of Ferming and FlstUngJ~~ome. Enter your gross farming .
and- fishtng income reported on Form 4835. line 7; Schedule K-l (Form 1065) t

line 15b; S:heGule K·' (Form '1205). Une 23; and Schedule K-l (Form 1041),
line 14 {see irlstrucbons} 0 42_..-..- _

43 ReconclliatlDn for Real Estate Professionals. If you were a reat estate
protessional (see instructions). enter the net income or (loss) you reported
an~e on Form 1040 from all rental real estate activities In which you
materia oarticiDated under the Dassive acti· loss rutes . . . . . . . . . . . . . . . . . . . ... 43

BAA FDI223Q2 06/11103 Schedule E (Form , (40) 2OD3
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SCHEDULESE
(Fonn 1040) Self-£mpl.oyment Tax
D......-nof ..T~

2003
......, Revenue SeMct .. Attach to.Form 1040. ~ See Insbuetions for SCheduleSE(Fonn 1040).

ANNABELL H PALMER Social=r 17

of personwith sel income' ... I

Who Must File Schedule SE

You must file SeheduJe SE if:

• You had net earnings from seU-employment from other than church employee income (line 4 of Short Schedule SE or line 4c of
Long Schedule SE) of $400 or moreor. _

• You had church employee income of $108.28 or more. Income from services you performed as a minister or a member of a religious
order is not church employee income (see instructions).

Note. Even if you had a loss or a small amount of income from self.employment, it may be to your benefit to file Scnedute SE and use
either 'optional method' in Part II of Long Schedule SE (see instructions). .

Exce~on. Ifyour onlY setf·empl~t income was from earnings as a minister. member of a religious order t or Christian Science
practitioner and you filed Form 4361 and received IRS approval not to be taxed on those earnings, do not fite SChedUle 5::. Insteac1.
write -exempt - Form 4361' on Fonn 1040, line 55. ~

May I Use Short SChedule SE or Must I Use Long Schedule SE?

Old You Receive Wages orTips in 20031 t-----.....
No Yes

Ate YQu a minister, member of 8 religious.order, or Yes YesWas the total of ~ur wages andChristian SCience practitioner who received IRS approval ti~ subject 10 social
railroad retirementnot taxed on security oreamings from these SOLl'ces. tax plus your net earningsto be but you

tax from seJf-empkJyment more than $87.ooo?owe self-employment on other earnings?

No No

Are you using one of the optional methOds to figure your No Did you receive tips subject to social security or Medicare
net eamings (see instructions)? tax that you did not report to your employer'

No

Did you receive church emptovee income reported on
Form W-2 of $108.28 or more'

No

You May Use Short Schedule SE Below You Must Use Long Schedule SE

Section

,
A - Short Schedule SEt Caution. Read above to see if you can use Short Schedule SEa

Net farm profit or (lOSS) from SC:hedUie F. line 36. and farm partnerships, Schedule K-1 (Form 1065).
line 1Sa .........................................................•......•...•.......................... ,

2 Net profit or (loss) from SChedule C. line 31; Schedule C·EZ, line 3: Schedule K-1 (Form 1065), line lSa
(other than farming); and Schedule K·l (Form 1065-B). box 9. Ministers and members of religIOus orders.
see instructions for amounts to report on this line. See instructions for other income to report •..............• 2 2.. 199.

3 Combine lirles 1 and 2 ................•........••..............•..•.••.......•...•.....................• 3 2,199.
4 Net earnings from sell-emptoymenL Multiply line 3 by 92.35% (.9235). If less than S4OO. do not file

this schedule: you do not owe self-employment tax ........•..•......•.....•............. ~ ................. 4 2.031.
5 Setf-employment tax. If the amount on line 4 is:

• $87,000 or less, multipty line 4 by 15.3% (.153). Enter the result here and on Form 1040, line 55.

•More than $87.000. mu1tiply_ hne 4 by 2.9% (.029). Then. add $10,788.00 to the result. Enter the ....... 5 311.
totat here and on Form 1D4D. line ss.

6 Deduction for one-half of self~mplDyment tax. Multiply line 5 by 50% (.5).

1
Enter the result here and on Fonn 1040. nne 28 1 6 I 156.

BAA For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule

I.JI\\;t1·
SE (Form 1(40) 2003

FDlA1101 101074)3
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Form4797 Sales of Business Property
(Also Involuntary Conversions and Recapture Amounts

Under Sections 179 and 280F(b)(2» 2003
... Attac" to your tax retum. ~ See separate instructions. 27

ANNABELl MPALMER
1 Enter the gross proceedS from sales or exchanges reported to you for 2003 on Form(s) 1099·8 or 1099-S

(or substitute statement that are inclucf on line 2. 10. or~ {see instructions .:......................
I

1
I

Sales or Exchanges of Property Used in a Trade or Business and Involuntary Conversions From Other
Than Casua or Theft - Most Prope Held More Than 1 Year (See instructions.)

2
(a) DescriPtion (d) Gross

ofpiollenr salIS priCe.

From K-l 648.093. 648.009.

3 Gain, if any, from Form 4684. line 39 •.•....... 0.. · · · · · · 0 0J--3-. ..- _
4 Section 1231 gain from installment sates from Form 6252. line 26 or 37 4--t ~_-~~-

5 Section 1231 gain or (loss) from like-kind exchanges from Form 8824 .•........................•.--5--1 _-- 0+-..... _

6 Gain. if any. from line 32. from other than casual~ or theft •· •...•............... 0 •••••••••••••• t--6 ....- _

7 =r:ra~i:=~~~~.~?~~.~~·.~~.~~~.~.~~~~~~r~.~~.~.~ 7 648.093.
Partnerships.{except e.ecting large p~-,tnershlps) and S corporatiDns. Report the gain or (loss)
folloWing the instruCtions for Form 1065. Schedule K. line 6, or Form 11205. Schedule K, line 5.
Skip lines 8. 9. 11. and 12 below.

All others. If line 7f column (g) is zero or a loss. enter that amount on line 11 below and skip
lines 8. 9. and 124 If line 7. column (g) is a gain and you did not have any prior year section
1231 losses, or ther were recaptured In an earlier_year, enter the gain or (loss) In each cotumn
as a long-term capital gain or (loss) on Schedule 0 and skip lines 8, 9, 11, and 12 below.

8 Nonrecaptured net section 1231 losses from prior years ·(see instructions) .....•....•...•...•...• 8

9 Subtract line 8 from line 7. If line 9. column to) is zero or leSs, enter.()· in colUmn (g). If line 9. ---------t------
column (al is zero. enter the gain from line r:-cotumn (0) on line 12 below. If

..........
line 9, column (0).

is more Ii1n zero. enter the amount from line 8. COlumn ~)

..
on line 12 below and inclUde the

~~r~~~~~~'~~.~~~i~.~.~~.~.I~~:~~~~~~ ~'.~~.~r.~~.~!.~~.~~~.~.~...... ... 9

__ Ordinary Gains and Losses

10 Ordina ains and to,sses. not i etuaed on lines 11. lhro held' year or tess: ,

'1 Loss. if any. from line 7, column (g) .........•........•..•.................................~1-'--+__----
12 Gain. if any. from line 1. column (g), or amount from line 8. column (g), if applicable ...-'2__+-- ...,~

13 Gain. If any, from line 31 ..•................... - t--13__....- _
14 Net gain or (loss) from Form 4684. lines 31 and 38a ~14--+__-----

15 Ordinary gain from installment sales from Form 6252. line 2S or 36 ,......15__.- -1

16 Ordinary gain or (Joss) from like-kind exchanges from Form 8824 ~16_--;------

17 Recapture of section 179 apense d&duttion for panners and S c:crporaticn shareholders for lU'OP!ny dtSPQSitions from
2DD2.2OO3 fiscal year partnerships and S corporations (see instructions) ......•.•..••................•.. " . •r----+--.-----

1B Combine lines 10 tnrougb 17. Etmtr the gain or (lOSS) hare and an the appropriate line as follows •....•••...••...•~~~

a for aU except individual returns. £mer the gain Dr (10$$) from tine 1Bon the returr being filed.

b For indlviduaf returns:
(1) If the loss on lifle 11 includes a loss from Form 4684, line 35. column (b)(ii). enter that

part of the loss here. Enter the part of the loss from income-producing property on
Schedule A (Form 1(40). line 27. and the part of the loss from property used as an
employee on Schedule A (Form 1040), tine 22. Identify as from 'Form 4797. hne l8bel):
Seei~s ~ +-- ..

(2) Redetermine the gain or Doss) on line 18 excluding the toss. if any. on line 18b(1). Enter
here and on Form 1040. line 14 .•.......•..••••••.••.......................•.....•....

BAA For PapelWork Reduction Act Notice. see instructions. FOIZ1COl 12JD2JQ.l Form 47fJ1 (2003)



Low-Income
Form 8586 Housing Credit CMB No. 1545-098&

~ See Instructions. 2003
~ Attach to your tax return. 36b

ANNABEll MPALMER
Current Year Credit

, NtJrnber of-Forn15 8609 attacl1ed ....••••..-.....•....••..••••.............••.•..•. ~
2 Eligibte basis of buildings (total from attached Schedules A (Form 8609), tine 1) :-: :-: :-:~~ :-:~ :-: :-: :-: :-:

3 a Qualified basis of Iow·income 'buildings (to1alfrom attached Schedules A (Form 8609)t line 3) •...........•...t-----------
b Has there been

0
a decrease

0
in the qualified basis of any buildings since the close of the preceding

tax year? Yes No If -Ves.· enter the building identification numbers (BINs) of tne buildings that
hadro a decreased basis. If you need more space. attach a schedule.OO ~O ~) _

4 Current year credit from attached Schedules A (Form 8609) (see ar5trUctions) ....••......•...•••..•......•••~~ ....
5 Low·income housin credits from pass-throuah entities If more than one entity. see instructions):

If YOU are a- Tnen enter tnt total oftha current r aedits from -

a Shareholder Sd\eaule K·l (form 112OS), _'2b(l) IJ;'d (2) }
b Partner SCbadute K·' (Form 1065), lines 12a(1) and (2),

or SChedutt K·l (Form 106>8), 1m B . -.. ···-.. ·.. · 1.399.
e Beneficiary Schedule K-l (Form tOC1), line 14 _ EIN ct ....thIouDh entity

Add lines 4 and 5. See instructions to find out if you complete lines 7 through 18 or file Form 3800 ......•... · _-___.1....3...9..9.......
Cunent ar credit Dr acti credit (see instructions) " .

Allowable Credit
8 Regular tax before credits:

• Individuals. Enter the amount from Form 1040. line

..
41 ...•.••......•.•...•..................•......-}

·i:':'~~of~arr:=,~.~~~.l.~~~.~~I~.~:.I~~ •.~;.~~~.l.l.~:~:~~.I.'.I~~~.~:.~..•.
• Estates and trusts. Enter the sum of the amounts from Form 1041, Schedule G. lines 18 and lb. or

the amount from the applicable line of your return .•.......•.........•••...•...••..•..•.••.•••....._

9 Alternative minimum tax:
• Individuals. Enter the amount from Farm 6251. line 35 .......•............ · . . .. }
• Corporations. Enter the amount from Form 4626. line 14 ................•...... . •. · . · .... · .... · · •
• Estates and trusts. Enter the amount from Form 1041. Schedule .• line 56 .

.10 Add lirles 8 and 9 ........................................•................................•.•..••.•.•..•
'laFcr~ntaxcre~................•..........................................~1..1__1~ __

b Credit for child and.dependent care expenses (Form 2441. line 11) · ·t-11b --- _
c Credit for the elderty or the disabled (Schedule R (Form 1040). line 24) · t-l..'_e-.-. ~

d Education credits (Form 8863, line 18) '_l d _
e Credit for qualified retirement savings contributions (Form 8880. line 14) '_' e-.....- _

f Child tax credit (Form 1040, tine 49) ' ' ' -- _
g Mortgage interest credit (Form 8396, line 11) • • . · . · . · · · '_1 _- ----4~

h Adoption credit (Form 8839, line 18) l_' h.....- _
i District of Columbia first-time homebuyer credit (Form 8859. line 11) '_'_1 ' _
j Possessions tax credit (Form 5735, line 17 or 27) .........•.•.................~1-'~_------
k Credit tor fuel from a nonconventionaf source l_'_k _
I Qualified electric vehicle credit (Form 8834. line 20) '_1_I...6-eo --f'-....~

mAdd lines 1'a ttlrough 111 ...............................................................•.•.............r--~-------
12 Net income tax. Subtract fine 11m from line 10. If zero. skip lines 13 through 16 and enter ·0- on line l7 .....•
13 Net regular tax. Subtract line 11m from line 8. If zero or tess. enter ..o- 1_3--+ _

14 Enter 25% (25) of tite excess, if arty. of hne 13 over $25,(0) (see instructions) " t-l_4~_- -----
1S Tentative minimum tax (see inStructions) · . .. . .. .. .. . .. ...1_5--.. ..,..-1iiIiiiiiiIi

16 Enter the greater of line 14 or line 15 I--~__-----

17 Subtract line 16 from line 12. If %8rO or less, enter -0· ..
18 Credit allowed for the cu~ntyear. Enter the smaller.~f line 7 or line 17 here and on F~rm 1040. line 52;

Form 1120. Schedute J.ltne 6d; Form "20-A, Part I. line 28: Form 1041, Schedule-G. hne 2c; or the
aPDhcable line of your return. If line 17 is smaller than line 7. see instructions. . .. . . . . . . . . . . . . . . . . . . . . . . . . .. . .. 18

BAA For Paperwork Reduction Ad Notice, see separate instructions. Form B586 (2003)
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Form 82711" Investor Reporting of Tax Shelter Registration Number OMBNc.l545'"
(Rev July

• Attach to your tax return.
DeDanment of tnt Treasury
Internal Revenue 5eMce .. Ifyau received this fonn from • partnership, S corporation, or trust, $. instrs. 71
lnwtS1DfS neme(S) .SftOWD on return uwestcts tax ,., enoeo

ANNABElL H PALMER 12/31i2003
<I> Tax Shelter Name (b) Tax Shelter (c) Tax Shelter

Registration Number Identifying Number
(11·digit number) .

1 BOSTON CAPITAL TAX CREDIT FUND
2 RANCON REALTY FUND V
3 FOX RIDGE ASSOCIATES. LP
4

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22

23
24

25

26
Xl
28
29
30
31

34

35
36
37
38
39

40
41
42

43
44
4S

BAA For Paperwork Reduction Act Notice. see sepamte instructions. FormBZ71 (Rev '-98)

FDIZ1701 01124102



Form 8582-CR Passive Activity Credit Limitations

• See separate Instructions. 2003
~ 0 Attach to Farm 1040 or 1041. S9

ANNABELl "PALMER "0

...2003 Passive Activ;W Credits
Caution: IfYOU have t:tedits from a publicly traded partnership, see Pub/Jdy T18d1Jd PM1nIIrsh/PStpTP6)in the instructions.

CredIts From Rent8I Reel Estate ActivItIes WIth Active Partici~tion (Other11uln Rehabilitation Credits and
Low-Income Housing Credits) (See" Unes 1a through 1c in the instruetions.)

, a Credits from Worksheet 1. column (a) " ~1 al- __

b Prior year unallOWed credits from Worksheet 1. column (b) " ~1_·b..--
or

c Add lines 1a and lb " 0" •••

RehabJDtation Credlts.F·rum Rental Real Estate Activities and Low-Income Housing Credits for Property Placed
in service Before 1990 (or-'rom?ass-Ihrough Interests Acquired-Before t99O) (See Unes 2a through 2c an
the instructions.)

28 Credits from Worksheet 2. cot&.BTV\ <a> 2 _1 1 399 .

b Prior year unallowed credits irom WorkSheet 2, coturnn (b) ." 2b l 782 -r----.

c Add lmes 2a aoo·2b o • • ••••• 3,181.
Low-lncome Housing Credits tor Property Placed In Service After 1989 (See Unes 3a through Ie in
the instructions.)

3. Credits fram Worksheet 3. column (I) , 3-8 ------
b Prior year unallowed credits from Worksheet 3, column (b) 3b 2 263.
c Add lirles 3a al1d 3b · · .. · . · · · •·· .. · · · · · .• ·.. · · .. •. · 2.263.

All Other Passive ActIvIty Credits <See Unes 4a through 4c in the instructions.)
48 Credits from Worksheet 4. column Ca) " " ...-4_8 -_

b Prior year unallowed credltstrom ~orksheet 4, column (b) " 4_b-"- _
c Add lines 4a and 4b ... • •. . . . . . . . . • . . . . . . . . . . . . . . . . • . . . . . •. . . . •. •. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4c

5 Add lines le. 2c,·3c. and4c ...•.••...............•............••.•.•.•.•••....•........ " 5--t- 5 _4_··44_..
6 Enter the tax attributable to net passive income (see instructions) .-6-+ 0 .
7 Subtract line 6 from line 5. If line 6 is more than or equal to line S. enter .(). and see the rnstruetions ........• 7 5.444.

Note: IIyour filing status is man'ied filing ssparately andytJJJ lived wlth.,VOUf spouse at any time during the year,
do notcomDIa. Part II, 11/. or IV. Instead. to line 37.

Special Allowance tor Rental Real Estate Activities With Ac;live Participation
Nate: Complete this part onb' Ifyou have an amount on line le. otherwise, go to Pattlil.

8 Enter the Sf118Iler of line 1e or line 7 " " "...•..
9 Enter $150,000. If married filing separately, see insm.,ctions 9 _

10 Enter modified adjusted gross income. but not less than zero (see rnstructions).
If line 10 is equal to or more than line 9. skip lines 11 through 15 and enter
·0- on line 16 · · · · _- - l_D-+ ~E

'1 Subtrad line 10 from line 9 · · · " ~1_1__+_------_t!

12 Multiply line 11 by 50% (.50). Do nat enter more than $25.000. If married filing
separately. see instructions . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . •. . . . . . . . . . . . . .. '2

138 Enter the amount. if any,·from line 10 of
Form 8582 ...........13a

boEnter the amount. if any. from line 14 of
-------

Form 8SB2 ...•.....•.••.•.•....••............ . ..

c Add tines 138 and 13b. ·
--13b

· . · · · . · "
--------1
" · .. · . · .. · ----------tlAltI

14 Subtract line 13c from line 12 "-------------t'--,
15 Enter the tax attributable to the amount on line 14 (see instructions) .....•. " " " ". ",...'_5-+- _

16 Enter the smaDer of line 8· or line 15 " " 16
BAA ForPaperwork"Reduction Act Notice, see separate instructions. FDlA8812 08I2iID3 Form B582-cR (2003)



· ,.

Form8582eCR (2003) ANNA8ElL H PALMER p 2
...Special Allowance for Rehabilitation Credits From Rental Real Estill ACtlVlUes ana Low-Income

Hous!ng Credits for Property Placed in Service Before 1990 (or From Pass-Through Interests
Acqu,nKJ Before 1990) Note: Complete this part only Ifyou have an amount on line 2c. Otherwise, go to Part IV

17 Enter the 8fTIOLII1t from line 7 ". ". .. . .. .. .. .. .. .. .. .. . .. .. . .. . . .. .. .. .. .. .. . . . . . . . .. . .. . .. .. .. .. . . . . .. .. . .. . .. .. .. . . . . . .. .............17
--_--.~-----

5.444 .
'8 Enter tile aR1OLll'lt from line 16 . . . . .. .. . . . . . . . .. .. .. . . ..... . .. .. .. . . . . . . .. .. . . .. . . .. . .. . .. . . .. . . . . . . .. . . .. .. . . .. . . . . .. .. . . . .. . . . .... 18
19 Subtract line 18 from tine 17. If zero. enter -0· here and on lines 30 and 36. and then go to Part V t-lt---!-'-------9'-+" 5__._4_4_4~.
20 Enter the smaller of line 2c or line 19 .. . . . . .. . .. . . . .. . . . . . .. . . . . . . • . • . • . . • . .. . . .. . . . . • . . • . . .. • .. . . . . . . . . .. . . .. . .. .. 2D 3. 181 .

21 Enter $250,000. If married filing separately, see instructions. (See instructions . ,
to find out if you can skip lines 21 through 26.) " 21 ...- 25_0 _000 .

22 Enter modified adjusted gross income. but not less than zero. (See instructions
for line 10.) If line 22 is equal to or more than line 21, skip lines 23 through 29.
and enter -0· on line 30 .. . .. . . .. .. . .. . . . .• . .. . . . . . .. .. .. .. . . . 22 338.684.

23 SIJbtrac:t line 22 from line 21 oo

....
23
-t-----....................

.-...

2-4 MuitiplyJine 23 -by 50% (50). Do not enter more than 525.000. It married filing
separately. see instructions ... "• ". .. .. . .. . .. .. . • .. .. . • .. .. .. • .. •. . .. .. .. .. . .. .. .. .... .. ..... •• .. • • • .. •• 2A~ _

25. Enter the amount, if any. from line 10 of
Form 8582 25_·_a ~_

b -Enter the amount. if any. from line 14 of
Fortn 8582 2Sb _

c Add till8S25a·and ·25b oo " oo 25e ~

26 SlJbtraet line 25c from line 24 26_ -_
27 Enter the tax attributable to the amount on line 26 (seeinstrudions) ".• ...Z1 _
28 Enter the amounl if"any, from line 18 " " " 28 -- _
29 Subtract line 281rom·,ine 27 " " 29 _

30 Enter tI1e SIIIaIIer of line 20 or line 29 . " ". . . .. .. .. . .. .. . . . . .. . . . . .. . .. • . .. 30 0 .
_ ~ciaJ Allowance for Low-Income Housing Credits for Prope~Placed in Service After 1989

NOte: Complete this .part only Ifyou have an amount on line !C. Otherwise, go ·to·Partv.

31 If you completed Part III, enter the amount from line 19. OtherwiseI subtract line 16 from line 7 .. " .. 31 5.444.
32 Enter tI1e arrrotJI1t from line 30 " " "." .. 32 O.
33 Subtract line 32 from line 31. If zero, enter .o. here and on line 36 " .. 33 5.444.
34 l!n~r Ule smaller of line 3c O~ line 33 · . · · . · " · .. 34 2.263.
3S Tax attributable to the remaining special allowance (see instructions) " ~" . 35 o.

16 Enter the smaller of line 34- or line 35 " .. 36 o.
__Passive Activity Credit Allowed

37 Passive~ Credit Allowed. Add lines 6. 16. 30, and 36. See the instructions to find out how to
repOrt the allowed credit on your tax return and how to allocate altcwed and unallowed credits if you
have more than 9"e credit or credits from more than one acti~ty .. If~ha~e any credits from a PUblicly
·traded attnersh. see PubDc Traded Partners s ,n.n IOns " .......•.•... ~ •••.•...•. " .. ... 31 o.

...Election To Increase Basis of Credit Property

38 If you disposed of your entire .nterest in a passive activity or former passive activity in a fully taxable transaction. and you
elect to increase your basis in credit property used in that activity ty the unallowed credit that reduced your basis in tile propert}"..
ctleck ttlis box. See instructions · .. · .. · " • · · · · " • • " · . · • .. · . . . . . . . . . . .. . . . . . ..• 0

39 Name ofDassive actiVity disposed of _

40 Description of the credit property for which the etection is being made ... "_

41 A';;~ ;f:If;~ii~d ~;'ii t~t-;ed~;d y~-b~;sin-h -p;;rty-.-:.-:.--:.-:.-:.~.-:.~.~.~.-:.-:.~.-:.~.-:.-:.~.-:.-:; -$- - - - - - - -- - --

Form 8582-cR (2003)

FDIA88t2 08126103



IRe Section 172 (b) (3)
...Attach to your income tax return

...;,.-Name~NNABELL..............(S......) ......S...howvn...........Mon_RPALMER.....e.....tum........ ---- IIIIIIIIIIIIIII~ .

Tax Year: 2003
Election To Forego the Carryback

Period for Net Operating Loss

Pursuant to the Internal Revenue Code, Section 172(b)(3). the taxpayer,
ANNABELl M PALMER
irrevocably ejects to relinquish the entire carryback period with respect to the
net operating loss incurred for the taxable year ended 0.0 •• 00 •••••••• 0 ••••••••• 0.. 12131/2003



ScheduJeE Supplemental Business Expenses 2003
Une28 Worksheet

...¥_our........N_ame~__..................... .
fllNABELL M PALMER ~

Partnership
FROG lEVEL. tlC

Expenses

, Vehicle expel15eS : ...•.... ,
2 Vehide rentals . 2
3 Travel expense while away from home overnight, including

lodging, airptane.car rental. etc. Do not inc'ude meals
and entertainment . 3

4 BLlSiness gifts . 4
5 EdlJC8tion . 5
6 Office suPPlies and expenses . 6
7 Telepl1c)ne. fax. pager. etc . 7
8 Trade publications . 8
9 Depreciation and amortization . 9

10- Other (enter meals and entertainment on fine 12): 18
DEPlETI-ON 4.791.

11 Total expenses other than meals and entertainment. Add lines 1 through 10. '1 4.791.
12 Meals and entertainment expenses. . . . . . . . ... .. . . . . .. . . . . . . . . .. . . . . . . . . . . .. . . . . .. .. .. 12

Reimbursements &Deductible Expenses

13 Reimbu~ments for ather than meals and entertainment ......................... 13
14 Reimbursements for meals and entertainment .•............... · ................. 14
15 Deductible exp other than meals and ent. Subtra:t line 13 from line 11 ........ 15 4.791.

l'
16 Subtract line 14 from line 12 ...................................................... 16

Deductible· meats and entertainment expenses. Enter 50% of line 16.......... 17
18 Total expenses. Add line 15 and line 17 ............................................. 18 4.791.

Self-Employed Income Reconciliation

19 Amount from Schedule K-1 Worksheet. line 15a ............................... 19 6.990.
20 Expenses from line 18 .............................. -............................... 2D 4.791.
21 Allowed section 179 expense from SchedUle K-, Worksheet. Hne 9

if applicabte ........................................................................... 21
22 Net self-employment income. Subtract lines 20 and 21 from line 19.......... 22 2.199.

-



Schedule B
Additional Interest

Payers Name Amount

BRANCHWOOD TOWERS l P 1.054.
RANC"ON REALTY FUND V 204'.
HINDeo UAq LTD 12.
FOX RIDGE ASSOCIATES. LP 48.
PARK INTERNATIONAL CORPORATION - 13.653.

Total 14.971.

Schedule E. page 2
Une 28 Infonnation

28 (8) (b) (c) (d) (e)
Name PIS Foreign E.IN Any amount

Partnership is not at risk

0 bOSTON CAPITAL TAX CREDIT FUND -L
~ ~

I-
0

E 57 NICHOLAS MANOR P
F BRANCHWOOD TOWERS l P

~ -----L
G RANCON REALTY FUND V -L - -
H RAK, lL( -L ."- -
I ftINOCO UAR.LTD P - -
J FOX RIDGE ASSOCIATES. LP p

I--
- -

K PARk INTERNATIONAL CORPORATION S -
~

L PARK INTERNATIONAL CORPORATION S ---.
-

M PARK INTERNATIONAL CORPORATION ~ -..-
--

Schedule E. page 2
Une 28 Income or Loss

Passive income and Loss Nonpiluive Income and Loss
Name (I) Loss K·l (g) Income K.. ' (h) Loss K·l (I) Section 179 (J) Income K..1

D BOSTON CAPI 4.122.
E STNICHOLAS 19.647.
F BRANCHWOOD 33.393.
G RANCONREAL 2.896.
H RAK, LlC
l MINDeO UAq 451.
J FOX RIDGE A 1.780.
K PARK INTERN 3,920.
L PARK INTERN 84.151.
M PARK INTERN 897.

Total 58,510. 8.596. 84.151.



Aug 28 07 08:29a 293-2267 p.1

Aug. 28 28B7 86:57F1't Pi

SlATE OPCAUFOItNJA
rRANCBlSETAX.IOMtD
15350_WI)'. SaiIC 100
v.NuyI CA91406

DatI!:
e-c:

A....20..~
11U02",",,2140

CIHUalt l1lJ02,.,...3
laNPlfnfellD: 367:<iC:L-1S

OurcXIIftiDmon ofJDUriU nmm for the a1xwe 1IXabie ,ellS resulted iII.AO cbaDp 10 )4Our tax
1iabiUty.

t1IiI dcllmliDation cIaeI nat taOect a tax ret1InI audit adjucmeat ofIllyotbel' eat:ity iD which ~u
hold .. iotensl

o.arpractice is DOl 10 reapm an exIIDiDalion UDleas we receive DeW informatiOft tbat decrs your
laX__ New iDbmaliOll may melude 8Il1atelaal· Revenue Service audit lIlpOd or
-.ljDS1lDelda __ aD aamina«iGD orOCher _tiel in wbicll you uk! or haw helcilD1nterest.

. Jryou bale.,quadiaas or coacems, p1eale caD me at the te1epboDe 1IIIIRber Jistecl below.

.. -. ... . ... " .



p.l
Aug 28 07 08:278 Kathleen

J"TtUrI5.,.....~ ..........,t fUft-:r...28 2887 87: lSA1 PI ..

FROt1 ;

NOTICE OF PROPOSED ASSESSMENT
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STATE OF CALIFORNIA
FRANCHISE TAX BOARD
15350 Sherman Way, Suite 100
Van NuysCA 91406

AUDIT ISSUE PRESENTATION SHEET
Number: 1

April 19t 2007

Please Respond By: May) 4~ 2007

Author: Rafael G. Ramirez
Author's Title: Program Specialist 1

Taxpayer: Palmer, AnnabelJ M.
Account Number:
Taxable Year(s): 2002.2003

ISSUES YEAR AMOUNT TAX

Embezzlement Loss - Theft 2003 3,086.086 279,523
Decrease Itemized Deductions 2003 3.287

Totals 3,089,373 1--79,523

Date presentedl~ubmitted to Palrr.aer, Annabell M.:

FACTS:

1. In 2002, the taxpayer deducted an embezzlement loss in the amount of $1 ,420,955 on Federal
Form 4684 as a Casualty Loss I Theft Loss. The description on the return reads "Cash
Extortion By William J. Herisko. n

2. In 2003, the taxpayer deducted a $4,000,000 loss as a worthless note on Schedule D. The
description reads "Global Link Capital Markets, Ltd" This loss shows a purchase date of
8/24/1998. Dwing my visit with the taxpayer's CPA - Howard Schulman, I discovered that
the 2003 loss in the amount of $4,000,000 is also referenced as the "Swiss Bank
Investment. H

3. During my meeting with Mr. Schulman - CPA, he explains that the taxpayer lost money by
making investments and forwarding large sums of money to an individual named William J.

. Herisko in different "phases." Essentially, the taxpayer was embezzled and invested in what
turned out to be shams.
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April 19,2007
Account Number :
Case Unit : 18830294999682963

4. Per·letter from Family Attorney - Joseph Matalon, Dated February 2003 we provide the
following excerpts below since it is the easiest way to provide background on the losses
taken in 2002 and 2003. References are made to another investment the taxpayer was
involved in detailed as - USRBT. However, the taxpayer is still trying to recover the USRBT
investment and the representative explains there is potential hope for recovery. So, in the
explanation below, although reference is made to USRBT there are no tax implications on
this since the taxpayer has not deducted any loss from the $10 million USRBT investment:

a. "The Union Bank ofSwitzerland Fraud" (BS) • $4,000,000 SwissB~ Investment.

"In or about August 1998, Herisko convinced then-B3 }'ear old Ms. Palmer to transfer
$4 million to a bank account at Union Bank of Switzerland "The Swi'ss Bank" in Biel,
S\vitzerland. In plain violation of the court order requiring Herisko and Global Link
to stop offering fraudu·Jent "prime bank instruments," Herisko faxed numerous
documents to Ms. Palmer on August 18 and 19t 1998 in an effort to induce her to
ltinvest"inthe.Swiss .Bank scheme. (B22)

b. Herisko represented to Ms. Palmer that the purpose of her- "investment" was to "fund
the acquisition cost ofa Special Trading Account to accommodate Globa/-Link
Capital J\1arkets. Ltd,:s participation in a major Swiss Bank's private placement of
medium term .notes. II

c. Herisko represented that Global link:

J. has access to a Trading Account in Union Bank of S\vitzerland (UBS). Said
account carries a special number that .identifies said Account as a United
States Federal Reserve approved Trading Account. Said Account is
recognized by said Bank as one of a few, select, existing accounts that have
been designated by said Bank to handle the Private Placements of Medium
Tenn notes issued by AA or better S&P rated banks on behalfofsaid bank's
most credit\vorth)~ Clients on a confidential basis.·t

d. Relying on Herisko's representations about the nature of the Swiss Bank "investment
and his additional representations that her funds were safe and \voufd yield a high rate
of return, Ms. Palmer transferred $4 million to the Swiss Bank. (BI3)

e. We believe Herisko's representations were intentionaJly and materially false. Similar
to the government's allegation in the USRBT case, it is our belief that the bank
trading program involved in the Swiss Bank Transaction simply does not exist.

f. To date, Ms. Palmer has not received a penny from the Swiss Bank Investment
transaction, although Herisko repeatedly promised to return the money to her. J.ler $4
million Was deposited in Switzerland where secrecy laws prevent us from tracing the
funds.
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April 19,2007
Account Number :
Case Unit

g. ADDITIONAL WIRE TRANSFERS AND FRAUDULENT SCI-IEMES:

i. In addition, when Ms. Palmer's daughters recently revie\ved their mother's
financial records, they discovered evidence of literally dozens ofadditional
wire transfers from Ms. Palmer to Herisko. Based on tIle records no\v in our
possession, we estimate that Herisko took from Ms. Palmer - over the USRBT
and Swiss bank Frauds nearly $3 million between 1990 and June of2002.
Herisko has never accurately accounted for those funds. ,t

5. Promissory Note.

8. On July 3J, 2002, Herisko s~gned a promissory note to Ann Palmer in the amount of
$6,862,482. It is understood that this note includes the $4,000,000 owed to the
taxpayer for the )998 Swiss Bank Investment Scheme and additional \\1re transfers
made by the taxpayer to Herisko.

6. Demand Letter dated August 29, 2002.

a. In a letter dated August 29, 2002 from Norman Rasmussen - Attorney retained by
family, a fonnal demand is made for the principal sum of $6,862,482 to be paid on
November 1, 2002. .

7. Letter from Attorney - Nonnan Rasmussen dated December 19,2002.

8.. This Jetter is· regarding the Herisko Note.

b. The Jetter explains that the attorney was asked to review and investigate the
possibility ofcollecting on the Promissory note executed by William Hrisko dated
June 28, 2002.

c. The attorney confirms that the fact that Herisko has been involved in se\reral
investigations by governmental authorities, leads to the conclusion that the taxpayer
should consider this note worthless.

d. The attorney explains that:

i.. "it appears that he (Herisko) has obtained funds from you under false
pretenses by use of fraudulent means including fraud by trick and device.
This activity is considered tttheft" under the laws of the State of California.
Unfortunately, I must advise you that you consider this note as worthless at
the present date. It is not only unlikely, but virtually impossible that you \vill
e\'er realize anything by way of interest or principle on this note. It

FTB 1501 PASS (REV 04·2006) Audit\Correspondence\"\lP \Page 5 of 13



April 19t 2007
Account Number :
Case Unit : 18830294999682963

LAW:

California confonns to Internal Revenue Code ORe) § )65 under California Revenue and
Taxation Code (CR&TC) § 17207 which states that: (a) There shall be allowed as a deduction
any loss sustained during the taxable year and not compensated for by insurance or othel"\\l'ise.

IRe § 16S(e) Theft losses.
For purposes ofsubsection (a), any loss arising from theft shall be treated as sustained during the
taxable year in which the taxpayer discovers such loss.

Amount or Casualty or Theft Loss

When money is stolen, the theft loss is the amount stolen. The amount of a theft loss in the case
of nonbusiness property other than money is the lesser of the value of the propert)r or its adjusted
basis. In the case ofstolen business or income-producing property, the theft loss is the adjusted
basis of the property stolen (Reg. § 1.16S-7(b».

Losses from theft sustained by an·individual are subject to the same limitations as losses from
casualty; that is, an individual can fully deduct theft losses incurred in a business or a transaction
entered into for profit. However, an individual can deduct each personal (nonbusiness) theft loss
only to the extent the loss exceeds $100 and to the extent net casualty losses for the year exceed
10% ofadjusted gross income (AGI).

When are Theft losses deductible:

A theft loss is generally deductible for the year discovered, per IRC § 165(e); Treas. Reg. §
1.16S-S(a).The timing of a theft loss deduction is affected by the possibility of reimbursement for
the Joss, in the same way as casualty losses. A loss is deductible only in the year \vhen it is fixed.
Thus, a theft loss is not deductible as long as the taxpayer has a claim for reimbursement with a
reasonable prospect of recovery. The loss cannot be deducted until it can be determined with
reasonable certainty whether or not reimbursement wi)) be received-for example. on settlement..
adjudication, or abandonment of the claim. This rule may affect aJl or part of a loss deduction.
Reg §) . 165-8(a)(2) .

ANALYSIS:

The issues to be detennined are:

I. Whether or not the taxpayer correctly deducted a loss in 2003 in the amount of
$4,OOO~OOOas a capital loss on Schedule D.

2. Or, is the taxpayer entitled to deduct this Joss as early as 2002 and taken as a theft loss?

FTB 1501 PASS (REV 04.2(06) Audil\Correspondencc\A1P \Page 6 of 13
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Account Number :
Case Unit : 18830294999682963

First. we verified that taxpayer has basis in the $4,000,000 loss and has.actually incurred an
economic outlay. We confinn that this amount was wired out of the taxpayer's account on
08/24/1998.

Second~ it is evident that the taxpayer was embezzled, and stolen from under false pretenses by
William J. Herisko. There is an overwhelming amount ofevidence presented and available to
establish that William J. Herisko - embezzler took advantage of the taxpayer. As such, \ve agree
that the taxpayer is a victim of fraud and is entitled to a deduction under IRe § ]65.

However, we disagree in the year and characterization of the S4t OOO,OOO Joss the taxpayer is
entitled to deduct. Our review of the information and consideration ofall facts and circumstances
indicate that the $4~OOO,OOO loss should-have been taken in 2002 as a theft loss rather than a
capital loss in 2003.

Year ofDiscovery:

According to IRe § 165(e), taxpayers are allowed theft losses that are sustained during the year
in which the taxpayer discovers such loss. We have taken the position that the. year ofdiscovel]'
is in 2002 t not 2003.

The representative explains that the taxpayer is an elderly person and it's the daughters who
begun to take an interest into their mother's financial affairs. According to a Jetter from one of
the ta.xpayer's daughters - Kathleen K. Johnson, dated December .2, 2006, Kathleen admits that it
\vas the discovery of the USRBT certificate ofdeposit in early 2002 that prompted her to
investigate \vhat was going on with Herisk·o. Kathleen -the daughter goes onto explain that:

"it \vas after an investigation on the internet, I discovered the USRBT matter~ andknc\\'
immediately that this was a fraudulent scheme."

.tThe Discovery of this information prompted me to encourage mother to demand return
of the $4,000:000 Swiss Bank Investment."

It is evident that the correct year ofdiscovery is in early 2002 as a result of the USRBT matter.
This definitely led the ta.xpayer and family to the discovery that the S\viss Bank
Investment/Global Link Capital Markets was also a fraudulent investment.

Thus, the infonnation we examined clearly shows that the taxpayer and family discovered they
had been victims of theft, and embezzlement from Herisko in 2002. This is fact.

According to £i//iol, Jane (1963) 40 TC 304, a theft deduction must be taken in the year the tact
of the theft is discovered. Thus, the taxpayer couldn't claim a deduction in years 2 and 3 for
items that she only realized were missing after she became aware of the theft in Year 1 and
which she had not claimed in Year 1 (the year she discovered the theft.) We have taken the
position that the discovery of theft is clearly in 2002 and not 2003.

FTB ISOI PASS (REV 04..2006) Audil\Correspondence\AIP \Page 7 of 13
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Account Number :
Case Unit : 18830294999682963

Timing ofDeduction:

The taxpayer decided to take the Joss in 2003 as a bad debt in the amount of54,000,000. We
disagree with the timing and characterization. Our position is that the loss should be a theft loss
taken in the year discovered, we already established that year ofdiscover)' was 2002. More
information discussed below further supports that 2002 is the year of discovery as weJJ~

However, according to IRe § 16S(e) and Treasury Regulation § ) .1 65-8(a) the timing ofa theft
loss deduction - despite year ofdiscoveryJ is affected by the possibility of reimbursement for the
loss, in the same way as casualty losses. A loss is deductible only in the year when it is fixed.

According to the representative's letter dated February 15, 2007, the representative explains that

"On March 6, 2003, Kathleen Johnson received a phone call from Robert Byme~ FBI
agent who advised her that the Swiss Bank Matter was to be turned oyer for criminal
investigation. This clearly was the point when expectation of reCo\'ery was se,'ereJy
jeopardized. "

We disagree that it was until 2003 that the taxpayerts loss was ultimately fixed. Rather, ample
information was available and analyzed by the end of 2002 not only by the taxpayer but also by .
attorneys hired by the taxpayer. This·sourceofinformation establishes that the probability of
recovering any funds from William Herisko was bleak after December of 2002.

Courts have ruled that a remote likelihood of recovery is not sufficient to postpone the
deduction. I The loss must be deducted in the first year a reasonable prospect of recovery no
longer exists, and cannot be claimed in a year after that. 2 We argue that there did not exist any
possibility of recovery after December 2002. Ifany did exist, based on information provided it
\vouldbe considered extremely remote thus not qualifying for the ttreasonableexpectation" of
recovery standard.

As such we considered the efforts initiated by the taxpayer throughout 2002 and the opinion
from the taxpayer's attorney to conclude there existed no "reasonable expectation" of recovet)'
beyond December 2002. For example, \ve begin with the execution of the promissory note. On
June 28, 2002 a note was executed with a principle amount of $6,862,482 between William J.
Herisko and the taxpayer. This note represents the $4,000,000 owed to the taxpayer from the
1998 Swiss Bank Investment/Global Links Capital Markets Scheme plus additional funds that
the taxpayer alleges she forwarded to William J. Herisko.

This note was not a bona fide note where funds were transferred to Herisko on June 22, "2002.
Rather it was an attempt to account for and oblig~te Herisko to pay back the $4,000,000 Swiss
Bank Investment/Global Links Capital Markets plus additional funds taken.

) Rainbow Inn" Inc. v Comn,r. CA-3, 70-2 USTC 9671, 433 F2d 640
2 G.W. Busking v Commr, 37 TCM 1727, Dec. 3S?470(M), TC Memo 1978-415.
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ACCOWlt Number :
Case Unit : 18830294999682963

Then, on August 29, 2002, the family attorney - Nonnan Rasmussen was involved and issued a
Demand to repay this note"By November 1, 2002. "

According to a memo dated September 20, 2002, Herisko \vas still attempting to defraud the
taxpayer with a "bridge loanlt of$30,000. On this memo, the taxpayer appears to have responded
via Fax on October 12, 2002 with the following demand:

"Bill: You promised me this money )0-11-02. Bill, believe me I want my money and
under present circumstances I want it now. I don't want any more of this stuff."

Finally~ on December 19, 2002 the family attorney Nonnan Rasmussen advises the taxpayer that
she could consider the funds owed to her \vorthless. On that letter, the anorney explains he was
asked to review and investigate the possibility ofcollecting on the Promissory Note executed b~'

William Herisko. The attorney states that:

"Based on his conversations with Herisko and the fact that he has been involved in
several investigations by governmental authorities, leads me to the conclusion that you
could consider this Note worthless. It appears that he has obtained funds from you under
false pretenses by use of fraudulent means including fraud by trick and device. This
activity is considered " theft.. under the Jaws of the state of California. Unfortunately, I
must advise that you may consider this note as worthless at the present date. It is not only
unlikely, but virtually impossible that you will ever realize anything by way of interest or
principle on this Note. It

The taxpayer was advised in December of200~ that it was "unlikely" and "virtually impossiblelt

that the taxpayer would ever realize anything from the note. Remember, this note includes the
"$4,000,000 Swiss Bank Investment plus additional funds.

For some unknown reason, the taxpayer bifurcated her losses between 2002 and 2003. In 2002~

the taxpayer deducted $1,420,955 as theft loss and labeled it '·cash extortion from William J.
Herisko." In 2003, the taxpayer took a capital loss of $4,000,000 for the Swiss Bank Investment.
Why?

The evidence is ovenvhelming that the Swiss Bank Investment Scheme \\'8S worthless at the end
0[2002 and had no potential hope for recovery.

The standard applied by the courts in determining the likelihood of recovery is an objective one,
and is often described as reasonable expectation, based upon all of the facts and circumstances
existing during the year in contention. . It is our position that the attorney - Norman Rasmussen,
obviously had enough infonnation Uduring the year in contention" to determine that there existed
no true reasonable expectation of recovery beyond December of 2002.

3 H.S. Spectre v Commr, 25 TeM 519. Dec. 27,946(M), TC Memo. 1966..97; R.L. Bullock v commr~ 40 TCf\.1 969.
Dec. 37,ISS{M)t TC Memo 1980-314.
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To further support our position, information available to the Franchise Tax Board clearly shows
that by April 5, 2002, there already existed news articles that implicated William-J. Herisko with
fraud. In fact the news article mentions Global Link Capital Markets that is essentially the Swiss
Bank Scheme per letter of intent dated August 15, 1998. According to the Associated Press, State
and Regional dated April 5, 2002:

"Global-Link Capital ~Iarkets Inc., ofHouston allegedly sold bogus investments in so
called prime-bank notes, certificates of deposit and United States Treasury futures pools.

The operations in Arizona and Texas raised $78 million from investors who were
promised 20 percent or more, and used most of the funds to payoffother investors, the
hallmark ofa Ponzi Scheme, the SEC said.

Named in the suite include...Wiliam Herisko. It

The Swiss Bank Matter is tied to Global-Link Capital Markets, per letter of intent dated August
15, J998. Based on available infonnation during the "year ofcontention·' and the efforts the
taxpayer took along \vith the help ofan attorney, \\'e believe there did not exist any reasonable
expectation ofrecovery after the discovery year of2002.

Proposed Adjustment:

For the reasons discussed above, we have proposed to disallow the bad debt loss in 2003 in the
amount of$4,000,000 and shift the loss to 2002 as a theft loss. The shifting of the loss to 2002
creates an NOL that carries forward. However, California suspended NOL's for 2003, per
CR&TC §17276.3. Therefore, the taxpayer wil) be able to take the loss as an NOL carryover
beginning in 2004.

We recreated the 2003 lax return and disallowed the $4)000,000 bad debt loss. The following
numbers have changes as a result of our adjustment: Please refer to copies of the revised 2003
Federal and California tax returns.

At audit Adjustment As Revised
California Adjusted Gross Income (56.783.00) 3.086.086.00 3.029.303.00
California Itemized Deductions 6,357.00 (3.287.00) 3,070.00
California Taxable Income (63.140.00) 3,089,373.00 3.026.233.00
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Below are the changes in additional tax for 2003.

CA Taxable Income As Reported Or Revised ($63,140.00)
DISALLOW CAPITAL LOSS 3,086,086.00
DECREASE ITEMIZED DEDUCTIONS 3,287.00

Revised Taxable Income 3,026,233.00
Filing Status • Single
Tax - Table 279,523.00
Exemptions TQtal as adjusted 0.00
Total Tax 279,523.00
Less Original Or Revised Total Tax o
Additional·Tax 279,523.00
Interest From ·04/15/04 To 02/11/06 24,017.91
Total Additional Tax And Interest $303,540.91

Pursuant to CR&TC § 19116~ interest is charged only for the first 18 months from the later of the
. original due .date or the date the original return was filed (no later than )0/15). After the 18

month period) interest is suspended until the Notice of Proposed Assessment is issued.

Changes 10 Carryover.Amounts."

Please note that the adjustment in 2003 has completely eliminated any Capital Loss Carryovers
after 2003. Thus, there are no Capital losses carried over going into 2006.

Also~ the Net Operating Loss created in 2002 as a result of pushing back the 2003 loss into this
year is not usable until 2004. After carrying forward this NOL onto 2004, the entire amount still
remains unused until 2005.

In 2005. $444,918 of the $3,019,680 NOL that was produced in 2002 is used leaving a carryover
of$2,574,762 that is available to be used for the 2006 tax year.

We have included revised Federal and California Tax returns for the 2002, 2003, 2004~ and 2005
years tolhelp you answer any questions with regards to the computations and carryover amounts
discussed above.

This is your opportunity to provide any additional infonnation that should be considered \\ith
regard to the proposed adjustments. If you disagree with these adjustments, provide specific
reasons why you disagree. Include appropriate substantiation, citation of applicable la\v, and case
authority. Any additional information submitted by May 14, 2007 will be reviewed. Please do
not amend the return under examination, as this may delay the completion of this audit. The
results of this audit are subject to review.
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STATE OF CALIFORNIA
FRANCHISE TAX BOARD
PO BOX 942861
SACRAMENTO CA 94267·0041

(800.) 852~5711

NOTICE OF ACTION

Notice Dale: 07/17/08
Taxable Year: 2003
Account No.:

HON1KD d lIGGETT NPANo.: Oll75226Q
3685 "0701 lVE 100 Rev. Cd.: 3671000D" 070202
LOS lHGELIS CA 9003Q NPA Dated: 08/20/07

Proposed: 325, 188. II 0
Appeal By: 08/18/08

lHKA8ELL K PALnER

This affi~mation is our ~esponse to youx protest of OUE Ko~iceof P~oposed

Assessment (HPI) Ee~e~red to above.

Ad4itiona~ rax $ 279,533.00
:Intexest :Fro.· ..::.O·../l·5~O..l..;to,O·a/..1::1,/06 iT-"'":~7--'.· :.··.'.~.. ~.·· ~_:~~ -:···7~~~""···:· ~.., :.~:;~~- all.017 .91
Inte:res -t :'ro.:·:t.O9 /0:'Q/07: tc;;.07/

.

1'7/08 0," _. ~f~~·::~:·· ..- .... i.~ .~ .•... ~ :~F.· . :'." 2 1 , 611 7 ... 9

To~al ldclt~t.,~l ~~~~~d~~~~:~.S~ .. ~~,;".•,::~:$-·32S.188.40

We have su.pended.i·~te:re~t fOJ: the t-!Ji.~ p~J:i9cl J:efle~~ed in Cal·1foJ:n1a
Jlevenue ~~d t~Hatl:o;n'":~C~d~._.~ection 19 fl·6~;~·~..~·l:nt·e.r~:~~ ~'~~J:ual re~~ed 15 days
aftez the date of the Hotice of Proposed Assess.ent.

The wo~~hless securi~y loss in ~aH yeax 2003 should be zeclassi£18d as a
the£~ ~oss. 1s such, ~he loss should be ohanged from a capi~al loss to an
iteaized deduction and shif~ed back to tax yeaE 2002. The fao~s indioate
no reasonable prospec~ for recovexy eKis~ed beyond Dece.be~ 2002.

See OUE letter of Kay 28, 2008 for .o~e detail.

If you agree with ou~ decision, please see the AgEee sec~ion in the
enclosed Personal Income Tax Notice of lction Information (FTB 7277).

Xf you disagree with ~his decision, please see the Appeal section in
the enclosed (FTB 7277). You~ appeal must be mailed to ~he S~ate

Board of Equalization by the appeal da~e indicated above. X£ you
do not .ail you~ wEi~~en appeal by ~his date, the assessment will
become %inal and we will bill you fOE ~he amount dU8# inc~uding

penalties and interest. Filing an appeal will not s~op the acczual
o£ interest.

For current interest and penalty ~ates, p1ease see side 2 o£ this no~1ce.

FTS 5930 PIT MEO (RE.V 04-2008) Keep this copy with your records.
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STATE OF CALIFORNIA
FRANCHISE TAX BOARD
P.O. Box 1286
Rancbo Cordova CA 95741·1286

HOWARD WlGGB1T Date: May 28, 2008
WIGGE17 FINANCIAL GROUP Case: 18830294999682840
3685 MOTOR A~UE. SUITE 100 Case Uuit 18830294999682963
PALMSCA 90034 .fD reply reter to: 392:DM:F380

...........

~. Protest
ACCO\JDtNumbcr:
Taxpayer's Name: ADnabell M. Palmer
Taxable Year(s)~ 2003

I haverme",~ the information of the audit file and the infonnation provided during the protest
process.

The facts and law indicate the worthless security loss in tax year 2003 should be reclassified as a
theft loss. As suc~ the Joss should be changed from a eapitalloss to an itemized deduction and
shifted back to tax year 2002. No reasonable prospects for recovery existed beyond December
2002. Shifting the loss back to tax year 2002 generates a net operating loss carryover. which
cannot be used in tax years 2002 and 2003. Such deductions were suspended for those years.
The deductions were reinstated·beginning in tax year 2004; however, none of the loss could be
used. Thus, the loss must be carried over to tax year 2005 where a portion was used and the
balance carried over to tax year 2006.

I recommend issuing a Notice ofAction affirming the Notice ofProposed Assessment ofAugust
20,2007.

I have summarized the facts as I understand them, audirs position and your position. I have also
included a discussion ofthe applicable law. Instructions for submitting additional information
are set forth at the end of this letter.

,....
FT8 152J PASS (MY 01-2006)
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Mar 28. 2001
Account N\IB1bet :
Case·Unit : 18830294999682963

Fasts

Owing tax year 2002, the taxpayer reported a theft loss in the amount ofSl~420 ..9SS. See IRS
Form 4684 "Casualties and Thefts." The fOnD identifies William Herisko as thepcrson \vho
extorted cash ftom tho taxpayer.

In taX year 2003. me taxpayer then deducted 54 million as a worthless security loss on the
Schedule D. The ~hedule lists an investment in Global Link Capital Markets, Ltd. with a
purchase date ofAugust 24t 1998. On January 23" 2007, the auditor met with Howard
Schulman. the representative during the audit process. Schulman stated the description ofthe
loss as a worthless security is incorrect. The taxpayer is a victim who was swindled and
embezzled out oflarge sums ofmoncy in varioos phases by Herisko. The phase in question
involving the $4 million should be refened as the "Swiss Bank InvestmentIt

In a letter dated Pebruary 25. 2003 from Joseph Lee Matalon (the taxpayer's attorney) to FBI
agen~ Robert Byrne. Matalon details how the United States Securities and Bxchange
Commission ordered "Herisko and Global Link. a corporate entity under his control. to cease and
desiSt fi9m causing or committing violations ofthe federal securities laws by offering 'prime
bank instruments' to investors through misrepresentation and OmissiOD."

Matalon's Febnwy 2003 letter goes on to state that the taxpayer's two daughters. Kathleen
Johrlson and Judith Woodward "have taken a more active role in their mother*s personal and
financial affairs" during "the past several months.,. tiThe daughters discoVered that Hcrisko had
convinced Ms. Palmer'to 'invest'S10 million in the USRBT prime bank scheme, 54 million in
another prime bank scheme involving a Swiss bankJ and has taken additional milli~ ofdollars
from her over the years."

In her letter ofDccember 2, 2006 to Schu~Kathleen Johnson stated a complaint was filed on
1u1y 22, 2002 against USRBT in which the taxpayer invested $10 million.

Matalon's Febroary 2003 letter also states,

"In or about August .1998, Herisko convinced then-83 yeu-old ·Ms. Palmer -to·mmsfer $4. ..
million to a bank account at Union Bank ofSwi~rland{'the Swiss Bank'] in Biel~

Switzerland. In plain violation ofthe court order requiring Herisko and Global Link to
stop offering fraudulent 'prime bank instruments,' Herisko faxed DumeroUS documents to
Ms.. Palmer on August 18 and 19, 1998 in an effort to induce her to 'invest' in the Swiss
Bank scheme.It

FIB 1S2) PASS (REV 01.2006) _LTR\Paae2ofl
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}fay 28, 2008
A~c()""t Number ~ 1
Case Unit : t88302~999682963

"SpecificallYJ Hensleo represented that GloballinJc: ... has access to a Trading Account
in Union Bank ofSwitzerland CUBS). Said account carries a special number that
identifies said Account as a United States Federal Reserve approved Trading Account.
Said Account is recognized by said Bank as one ofa few~ select, existing accounts that
have been designated by said Bank to handle the Private Placements ofMedium Term
notes issued by AA or better S&P rated banks on behalfofsaid bank's most creditworthy
Clients on a confidential basis."

"We believe Herisko's representations were intentionally and materially false. Similar to
the government's allegation in the USRBT case, it is our belief that the bank-trading
program involved in the Swiss Bank Transaction simply does DOt exist. To date, Ms.
Palmerhas not received a penny from the Swiss Bank Investment transaction. although
Herisko repeatedly promised to return the money to her. Her $4 miDion was deposited in
Switzerland where secrecy laws prevent us from tracing the funds. If

"In addition, when Ms. Palmer's daughters recently reviewed their mother's financial
records, they discovered evidence ofliterally dozens Q.,additional wire transfers .from
Ms. Palmer to Herisko. Based on the records DOW in our possession, we estimate that
Herisko took from Ms. Palmer - over the USRBT and Swiss bank Fnwds nearly $3
miUioubetween 1990 and June of2002. Herisko has never accurately accounted Cor
those funds."

"On JUly 31. 2002, Herisko signed a promissory note to Ann Palmer in the amoODt of
56J862)482. See BYibit E. 'Ibis note expressly acknowledged that Herisko was
obligated to return $4 million for Ms. Palmer's purported linvestment in the Swiss BmIc
plus over $2.8 million that she had given to him for various PUIpOse5 over the years. The
promissory note has never been repaid. despite due demand." .

See the "Letter ofIntent" ofAugust 1S7 1998, the t'Asset Purchase Agreement,tt and the
"Operating Agreement." According to the "Letter ofIntent," Berisko represented to the taxpayer
that the pUIpOse ofher "investment" was to "fund the acquisition cost ofa Special Trading
Account to accommodate Global-Link Capital Markets, Ltd.·s participation in a major Swiss
Bank's private placement ofmedium term notes."

The taxpayer transfeTTed 54 million to the UBS account on August 24, 1998.

The promissory note was actually dated June 28" 2002 in the amount of$6,862.482. In your
letter ofMay 51 20087 it was stated the promissory note consisted oftbree components~ (1)
$1,420,955 \vas deducted as an extortion loss on the 2002 tax return; (2) $1.441~521has Dot been
deducted due to inadequate evidence; and (3) $4,000,000 was written offas a worthless security
on the 2003 tax return.

FTB 1521 PASS (REV 01-2006) _~TR\hae3ot8
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May 28. 2008
Account Number :
Case Unit : 18830294999682%3

A. demand tetter was sent on August 29, 2002 requesting full payment by November 1, 2002.
After failing to collect on the demand. Nonnan Rasmussen (the taxpayer's attorney) wrote a
leuer to the taxpayer on December 19, 2002. He explained it is a fact that Herisko has been
involved in several investigations ~y governmental authorities. "It appears that he bas obtained
funds from you under false pretenses by use offraudulent means including fraud by trick -and
de\ice. This activity is considered 'heftt under the laws ofthe State ofCaliComia.
Unfortunately, I must advise you that you may consider this note as worthless at the present date.
It is not only unlikely, but virtually impossible that you will ever realize anything by way of
interest or principle on this Note."

During the protest process, Rasmussen then explains "In expressing my opinion) I had DOt made
any detailed investigation but rather I relied on conversations with Mr. Herisko that be was
willing to sign the Note to please Mrs. Palmer but that there was no way he could possibly repay
the Note. -I didn't look into his assets Qr creditworthiness to verify his·st.atements.· Hc-did-tel1
me that the $4 minion was in a Swiss baak and that Mrs. Palmer should be able to recover that
money." See his letter ofMay 2, 2008.

During the oral hearing ofMay 7, 2008, a copyofan assisnment of the UBS account to the
taxpayer's trust was provided. It was asserted this document, dated JaDuary 14.2003, j$
indicative that the taxpayer felt she still had 54 million in the account However, the document
made no reference to tbe actual dollar amount. .

Additional documents were provided during the oral hearing. However~ the majority ofthe
documents have no bearing as to the col1ectibility of the 54 million after December 19, 2002.

In his letter ofFebmary 1S, 2007~ Schulman stated,

"On March 6, 2003, Kathleen 1ohnson received a phone call from Robert Byrne. FBI
agent who advised her that the Swiss Bank Matter was to be tumed over for criminal
investigation. This clearly was the point when expectation ofrecovery was severely
jeopardized.II

Audit's Posltioa

The loss that was reported as a capital lass in tax year 2003 was troly a theft loss where no
reasonable prospect for recovery existed beyond December 2002. As a result, the loss should be
reclassified as an itemized deduction, reportable on the 2002 tax return. The loss generated a
large net operating loss for that year. However, such losses are suspended for tax years 2002 and
2003 and reinstated in tax year 2004.

FT8 1521 PASS (lEV 01.20(6)
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A.ccOUJd Number : I
Case Uait : 18830294999682963

Tamayer's Position

The loss reported in tax ·year 2003 should remain as a capital loss in taX year 2003 since the loss
resulted from 8ft uncollecti1>le promissory Dote and nota theft. The note had value at the
begin~iUg oftax year 2003. However. the note no longer had any value in March 2003 when the
Federal Bureau ofInvestigation indicated. the case against the party who received the investment
would be ~umedover for criminal investigation.

Law IUId AaaJysis

Is tbe 54 milJion loss reported in tax year 2003 a theft loss or a worthless security? Ifa theft lo~ 
did the taxpayer have a reasonable prospect ofrecovery beyond the 2002 tax year?

IR£; seetiog 165(3),·le whic;h California confonns under UTe section 17201 i' .aUows··as=a .
deduction any. loss sustained during.the taxable year'and not compensated for by insurance or
otherwise.

IRe ,,,lion 165(1) and (h) states any loss arising from a theft shall be treated as sustained dUring
the taxable year in which the taxpayer discovers such loss. The loss is deductible only to the
extent it exceeds $100.00. Treasury Regulation t.165-8 providea that a theft loss is allowable as
a deduction in the year the loss is sustained. However, the loss is not treated as having been
sustained unless it is evidenced by a closed and completed transactiQII. See Treasury :Regulatiem
1.165-1(d); Ramsay Scra1ett and Co. v. Comm., 61 T.e. 795 (1974).

Ifthere is a reasonable prospect ofrecovery) a loss is not treated as having been sustained. See
thDawn v..C9Jnm., 675 F.2d 1077 (9 Cit. 1982).

Unsubstantiated assertions are insufficient to satisfY the burden ofproof: Even jf it may be difficul~

ifnot impossible, for the taxpayer to substantiate any claimed deduction. it does not relieve the
taxpayer orsuch burden. See Appeal ofWing and Faye Lew, 73-SBE-OS3t September 17, 1973.

It is well settled that income tax deductions are a matter oftegislati~e grace, and the burden is on
the taxpayers to show by competent evidence that they are entitled to the deductions.claimed:
SeeAlmca1 ofJamesC. and Monablanche A Walshe. 1975-SBE-073, October 20, 1975; H.m
Colonial Ice Co. v. HelveriDg (1934) 292 U.S. 435. 436.

In detennining whether the requisite elements to constitute theft are presen~ we must look to the 
law ofthe jurisdiction where the ]oss is sustaine<l See Edwards v. Bromberg, 232 F.2d 107 (Sib
Cit. 1956) In CaIifomilt obtaining money by false pretenses constitutes theft. See Penal Code
sectiop 484. Establishing a criminal conviction is not essential in proving the~ but the taxpayer
must show that the elements, of the crime are present. See Arcade Realty Co" 3S T.e. 256
(1960). To prove the crime of theft by false pretenses, it must be shown that the defendant made

FTB 1S21 PASS (REV OJ-20(6)
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May28t 2008
Aec:ount Number :
Case.Unit ~ 18830294999682963

false tepresentatioDS, that he did SO with intent 10 defraud the owner ofhis property. and that the
complainan·t was.in fact defrauded aBd parted \\ith his property in reliance upon the false
representations. See CalJau y. Syperior Court 204 Cal. App. 2d 6S2 (1962).

In the instant case, the facts showed a theft loss, and not a worthless security. had occurred. The
taxpayer advanced funds ofat least $14 million to Herisko, a person who was b8lTed from the
government &om conducting any business involving securities. This baning took place prior to
the taxpayer advancing monies to him. This person made false representations to· the taxpayer
and the taxpayer was in fcICt defrauded and parted with her monies in reliance upon the false
representations. The taxpayer's lawyer stated this issue could be interpreted as a "theft" under
local law. This could explain whytbe taxpayer took a portion ofthe loss and wrote it offas an
embe22lement loss 011 her 2002 tax return. Since the loss reported on the 2003 tax return is
.based on the.same fact pattern, the Joss for that year should also be classified as a theft 10SSr No
ovidence-was provided that the .embezzlement loss reported in taX year 2002 is inno way, Shape
or form different than the loss reported ift tax year 2003. The· underJyift8 factor contributing to
both losses was based on false representations made to the taxpayer who was subsequently
debuded out oCher monies.

Although the taxpayer received a promissory note for $6.9 million inJuly 2002 from Herisko,
the note was not for new funds. It was for prior investments, which incJudedtbe S4 million
investment to the UBS·trading account. The cash investment in the t.radiDg accOUDt had DO

elements ofa wonhless security. .

me section 165(8)(1), to which California conforms under R&TC section 17201. states "ifany
security which is a capilal.assetbecomcs wo11ll1ess during the taxable year. the loss resulting
therefrom shall, for purposes ofthis subtitle, be treated as a loss from the sale or exchange, on
the last day ofthe tQable year, ofa capital asset. IRe section 165(g)(2) defines a "securit~ as
(A) a share ofstock in a cotpOration; (B) a right to subscribe for, or to receive, a share ofstock in
a corporation, 01' (C) a bond, debenture, note, or certificate, or other evidence ofindebtedness,
issued by a corporation or by a government or political.ubdivision thereof, with interest coupons
or in registered form.

Because the 54 million loss bad no elements ofa worthless security. the loss is treated as a theft
Joss. A theft Joss is sustained in the year it is discovered. However, ifthere is a reasonable
prospect ofrecovery beyond the year ofdiscovery. the loss cannot be deducted. The loss can
only be deducted when no reasonable prospect ofrecovery exists. This is a question offact to be
determined from all the ciremnstanees. See Treasmy Regulation 1.165-1(dll2llil.

The taxpayer should document all efforts to collect a deb~ including demands made. discussions
bad with the debtor, and his reasons for DOl paying. See Fox v. Comm., SO T.e. 813 (1968); a:
Deanville Opemting Corp, v, Comm.. T.e. Memo 1985-11. The courts have held that the
deductibility of theft losses shall be based on the facts and circumstances ofa particular case.

FTB 1511 PASS (REV 01-2(06) _LTlt.\hae601'8
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CaseUDit ; 18830294999612963

The general mle fot deducting a theft loss is when no reasonable prospect for recovery exists. !l
is not wh,n Pile's rights for recovery arcex_'" See Wolbnan, ct. ai, ys. U.S., 56 AFTR 2d
85-5860. 6121/85. (Emphasis added)

In the instant e&Set the taxpayer executed a promj"ssory Dote in June 2002 to recover her prior
investments \vith Herisko. Subsequently, a letter was sent in August 2002 demanding. fidl .
payment oCthe note byNovember-2002. In December 2002J Rasmusscn. wrote "it appears that
he has obtained funds from you under false pretenses by usc offraudulent means including fraud
by trick and device. This activity is considered ttheft' under the laws ofthe State ofCalifomia.
Unfortunately, I must advise you that you may consider this note as worthless at the present date.
It is not only unlikely. but virtually impossible that you will ever realize anything by way of
interest or principle on this Note.n

. Rasmussen then -wrote a·JetterOli May 2, 2008; during the protest process; essentially-refutinghis
December 2002 letter. The Baanl has held that actions made after the start ofan inquiry by .
Franchise Tax Boanl SO far to weaken the actions as evidence ofan existing condition. See
Agpeal ofBmce A.. and Susan E. Carver and BandAU D. and Suzette Carver. 1986-5BE-006)
February 4~ 1986.

In order to determine wbether a taxpayer had a reasonable prospect ofrecovery~ the (acts and
circumstances must be evaluated objectively. However, a taxpayer is not required to be an
"incorrigible optimist," and a claim for recovery with little potential for success will not require
that the deduction be postponed. See David Jensen v. CQmm., T.e. Memo 1993-393.

The taxpayer had no reasonable prospect ofrecovery as oCDecember 2002 after diligent efforts
had been made to collect the monies. As a result. the loss must be recharactcrized from capital to
ordinary and moved back to tax year 2002. This creates a net operatins loss. However, under
R&IC section 17276.3(a), net operating loss carryover deductions are suspended and not
deducb'ble fot tax yean 2002 and 2003. They are reinstated beginning in tax year 2004. Though
reinstated, none ofthe loss could be used for that year. Thus, the loss was carried over to tax
year 2005 where a portion was used and the balmce carried over to tax year 2006.

CODtlusiOD

The \vorthIess security loss in tax year 2003 should be reclassified~ a theft loss. As su~ the
loss should be changed from a capital loss to an itemized deduction and shifted back to tax year
2002. The facts indicate no reasonable prospect for recovery existed beyond ~.e 2002 tax year.
Shifting the loss back to tax year 2002 generates a large net operating loss carryover7 which
caunot be used in tax years 2002 and 2003 since such deductions were suspended for those two
tax years. The deductions were reinstated beginning in tax year 2004; however, none ofthe toss
could be used. Thus, the loss must be carried over to tax year 2005 where a portion was used
add the balance carried over to tax year 2006.

fTD 1$21 PA..q (1UiV 01-2006)
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May 28. 2008
AccountN~
Case Unit : 18830294999682963

1 recommend inng a Notice ofAction affirming the Notice ofProposed Assessment ofAugust
20,2007.

Ifyou do not agree with my preliminary determination~ please submit a reply by1:"'".
Jun. 11, 2008, including additional documentation or case law that you feel are applicable, to
my attention (~92:DM MS: F-380) usinS the address on this letterhead.

After considering your response. ifprovided, you will be notified of the final recommendation
within 30 days ofmy receiving your response. Ifyou do not respond, the case will be closed in ~

accordance with this letter and a Notice ofAction win be issued accordingly. You have the right
to file an appeal with the State Board ofEqualization within 30 days from the date our Notice or .. 
Action is mailed to you. Your appeal to the State Board ofEqualization must be in writing. You
must state SPecifically that you are filiuS an appeal. You witl find specific instructions for filing

.anappeaJ.oa-tho )Jack oftbeNotice ofAction.. Your appeal must-be mailecl.directly '" th&State
Board ofBqUalization.

Please feel tree to call me for any questions or ccmcems.

JlVI~
D. Matsucda
Telephonc~ (916) 845-6291
Fax: (916) 843-2382

cc: Annabell Palmer

.. '.' 't

-=-. -.. _: ._:.
fTS 1521 PASS (lU!V 01-2(06)
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FROM : WIGGETT FINAN( IAL GRa..P PHCN: H:l. 131e2929066 Oct. 19 2007 04:30PM PI

WIGGETT ·FINANCIAL GROUP

Financial Planning &Tax Preparation
- Page 1 of2

OCtober 19. 2007

State of Califomia .
Franchise Tax Board
P.O.Box 942867
sacramento, CA 994267..0041

Re: Taxpayer AnnabeU M. Palmer
. SS#f•••••

AJC No:
NPA #04752264
Tax Year 2003
Proposed; $279,523.00 tax plus $24017.91 Interest

. Dear SirlMadam:

We wish to file a Protest to the;Proposed Assessment to Ms. Palmer for the Tax year 2003.

We have been recently retained to review Ms. Palmer's case and during this review. we found
that there were essential documents omitted from the Audit Report of April. 19. 2007.

In order to complete the requested review, we must file a Protest to the NPA dated August 20.
2007 until the Franchtse Tax Board SUpplies· us with the missing documents. There were
references to Aincluded revised Federal and CalifornIa Tax Returns for2002. 2003. 2004 and
2005 years- that would have supported the Auditts findings. In· adOltion the Audit report that
show 13 pages. however only the first 11 pages are available. ie 2 pages are misSing (pages 12
&13). Also missing are the auditor's workpapers and audit file. we formally request a copy of
such papers.

To speed up this review, we contacted the FTB Van Nuys office to attempt to obtain these
documents but the Case File had been' forwarded.

We disagree with the Original 2002 tax return classification of the $1.4 million loss as an
-Extortion-. We believe that the 2002 and 2003 losses were Capital Investment losses. We also
disagree with the audit report's flndiQg that the $4 million (claimed in 2003) was also a 2002
loss. However YI8 recognize that there was inconsistent treatment of these investments
between the years,

We would like the opportunity to present evidence that the 2003 losses were property classified
and were taken in the proper year.

At the end of tax year 2002. Taxpayer had a reasonable prospect of recovery of the investment
she made with Global link Capital. A wire transfer of the funds to Union Bank of Switzerland
was to an account in her name. She had sent P82rs Global Capital Unk to open the
account. The wire transfer she sent listed her~lf as beneficiary of the funds.

At the end of tax year 2002. taxpayer had inform ·on that caused her to question and
investigate her investment. At the end of 2002. she had a claim for reimbursement

7
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Page 20f 2 AP

( a promissary note) of the funds for which there was a re~sonable prospect of recovery. At the
end of 2002. it could not be ascertained with reasonable certainty whether or not such
reimbursement for the IoS8 would be obtained. Treasury Reg. 1.165-1(d)(2)(i). 1.165-1(d)(3).
1.165-8(8)(2).

It was in 2002 that the taxpayer had the opinion of The Arkin Group that Global Capital Unk
was a successful operation. and that It seemed to be legitimate. I~ was in 2002 that taxpayer
received word from The Arkin Group that it would continue~ use its overseas banking
confidential contacts to determine whether or not the funds in the account that taxpayer wired
the money to were or were not in her name.

It was in 2002 that taxpayer had the following information, She had a general practice attorneys
opinion, b8sed on a telephone catl with the debtor. that the promissory note was not collectible,
That is not sufficient information for a taxpayer to base a tax deduction on • there was no
verifiable basis for the attorney's opinion7 such as an asset search. an investigation to
detennine Whether or not there were hidden 8S88ts to recover, and no opinion as to whether or
not the funds in Union Bank of Switzerland existed in the name of the taxpayer.

The information she had in 2003, that she did not have in 2002, included the following. She
retained an attorney.who filed a tawsuitagainst on of the principals of Global Capital Link; she
received notification that the principal of Global Capital Unk. who was her chief contact there,
was dlarged with. and pleaded guilty to, the crime of theft in North Carolina.. The crime charged
there was for promoting a "prime bank" Interest scheme that was the same type of scheme that
was used to steal taxpayer's money_ After the taxpayer had the above information was
when she did in fact have reasonable certainty that such reimbursement for the loss
would not be obtained.

Afte~ the receipt Of the missing documents and sufficient time to review them we would like a
hun~. 1

Sincerely,

Howard J. Waggett. EA

A'ttachments: POA(Fonn 3520) , NPA (copy of08120107)

ce: K Johnson. Esq, Attorney-in-Fact

3685 Motor Avenue -Suite 100 -Palms. CA 90034- (310) 202-9444 -Fax {310} 202-9066
\.
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: WI GGETT FINANC GROUP PHONE : 13102029066 May. P1

WIGGETI FINANCIAL GROUP

Financial Planning & Tax Preparation

MayS. 2008

Mr. David Matsueda
Franchise Tax Board
Sacramento, CA

Re: Annabell M. Palmer
FTB examination Tax Relum·2003
Protest

Dear 'David Matsueda.

With regard to FTB Examination of Ms. Palmer's 2003 Tax Retum, we are wanting to present
the following information and documents to substantiate our protest of the FTB's finding. of the
2003 Tax deduction should be 8 2002 deduction..

Ms. Palmer had prepa.-.cl by her attorney. Norman Rasmussen, a Promissary Note dated
August 29, 2002 In the amount of $6.862,482 to reflect funds that Ms. Palmer had advanced In
various amounts to Mr. WiHiam Herisleo, dBs Jnvectus Holdings, plus an amount wire
transferred to a Swiss bank.

This note's $6.8 milHon amount was· made up of three groups of funds: 1- $1,420.955 reported
in her 2002 tax retum as a cash extortion: 2- $1.441.527 that has not been deducted in a tax
retum due to unsu_ proof of payment of funds and 3- $4.000,000 that was shown 88
an Investment Loss in her 2003 tax retum. The last amount wae a wire transfer from eibbank
on August 24, 1998 to Union Bank of Switzerland (UBS) for a Beneficiary Account in the name
of Ann Palmer Account No: cave 266.630..

The 2002 tax retum Includes the first $1.4 million as a theft loss for several reasons. The delay
in having satisfaction from W. Herisko in repaying any of the funds up to ancllnduding 2002.
Her Attorney's letter opinion was related to funds forwarded to W. Herisko as an individual or to .
his dba Invectus Holdings. His opinion was essentially weighted to the personal payments to W •..JI
Heri~ko even though the Note of August, 2002 included three different types of amounts. At the .~~

time of his correspondence to Ms. Palmer, Mr. RasmU88en was not aware of other activities
taking place as to seeking the recovery of the third group of funds: the $4 million.

Outside of Mr. Rasmussen's knowledge there was the contact with The Arkin Group in New
York (attached October 14. 2002 letter) to try and trace any Herisko funds 81)d the wire
transferred funds' location and ava~lity. Theirre~ was submitted to Ms.' Palmer's
daughter, Kathleen Johnson In late December 2002. In addition. the Federal Govemment had
begun proceedings against Hertsko et ai, a variety of companies and businesses related to an .;j
entity referred to as U.S. Reservation Bank &Trust (USRBT) operating from So~Dakota. ~3.

These proceedings were the selling of Certificates of Deposit from an Indian Reservation. Ms. ~

Palmer was involved in these proceedings due to a $10t ooO,ooo -Prime Ban~ Investment
scheme (also referenced in Mr. Ramirez'. report). As these proceedings have progressed. Ms.
Palmer has or will be eligible as of December 2007 for some $9.9 million of restitution from~
Receivership's Office in Scottsdale. Arizona (latest letter attached).
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Furthermore, a subsequent Federal criminal case filed against W. Herisko began in February
2003 in the United District Court of South Catatina In whiCh W. Hertsko pleaded guilty to a
charge of obtaining money under fraudulent pretenses.

Following the Arkin Group's report to the Palmer Family. Mr. BID 8wearinger. an Attomey in Los
Angeles, was hired to ..-.any restitution by ftfing for court protection of funds that may be
available from W. Heriako. Mr. Swearinger filed a CivIl lawsuit-in October 2003 against w.
HeriSko in the Superior Court of the State of CaHfornla, Los Angeles County. In 8 Depostion of
W. Herisko. he acknowledged that Ms. Palmer'a S4 mDDon of funda was sent to the Swiaa Bank
and he did not have any acceu to the funda. The outcome of this lawsuit was a Judgment in
favor of Me. Palmer and 80 was entered to 88CURlthe potanDai but unUkeIy Alcovery of any
Herisko fundi. fAr. Swearingefa findings on W. Hersiko was fairly negative 8& to any monies or ~~~
assets being in W. Hersiko·. name. . ..

With thiS deposition. there stiR stood in early 2003 a potential collection of these funds from
overseas. There Wli proof of an International Wire Transfer documents_ng the· .
tranSfer of the $4 million of Ms. Parmer's funds to herself as beneficiary of the wi"" transfer. So
by the end of 2002, there was no Identifiable Joas for the tax year 2002. Unfortunately under .
fntamational banking procedures, it is the sender's responsibility to request an
acknowledgment. However, as Ms. Palmer had sent along her Passport identlftcatJon and
specific Beneficiary Information with an account number, she felt fairly comfortable In a proper
remittance of funds in early 2003 until the criminal court cases against W. Heriako in 2003. As
also documented by Ms. Palmer's asalgnment of the USS moniea to her GrantorTrust on
January 14. 2003 - see attached. .. ~i.S

'-lll
addition, ~

11
In Ms. Palmer been 'provlded with a·liability Insurance policy from EJIJs..8rown in
London in September 1998 to pro~ coverage for theS4 million of funds. Subsequent reseach
by Mr. Swearinger In 2003 f~nd

"a
that this policy to be

•
.non-existenl ·

Therefore. In relying on Treasury Reg. 1-165-1(d)(3), that any loss from theft shall be treated as
sustained during the taxable year In which the 108& Is discovered. However, if in the year of
discovery, 2002, there exists a claim for reimbursement with respect to which thet8 is a
reasonable prospect of recovery. no portion of the 1088 with respect to which
may be received is sustained for purposes of section 185 until the taxable year

rei_
in which it can

be ascertained with reasonable certainty Whether or not such reimbursement WiD be received. It
was not therefore until 2003 WS8 there an certainty of non-recovery of the $4 million in funds.
Also, a theft loss can be split between the portion of the loss for which there is a claim and the
portion of the loss for which there ls no expectation of collection (G8O. M Still v Comml8sJoner,
218 F 2nd 639).

As the Examiner noted in his flndlnge that the capital loss in the 2003 Tax Retum could be .':.:# -4if.
either 8 theft or capital loss if sufflcfent proof was avaHable to show that Ms. Palmer's monies
were intended for capital investments but the Inconsistency of treating the funds in 2002 aod
2003 was inappropriate. Either method for the $4 million loss results in no taxable 2003 tax
liability.

Thanking you for your services,

Howard J. Wiggett, E.A.
AU.

3685 Motor Avenue • Suite .100 • Palms. CIt 90034
Ter (310) 202-1444 • Fax (310J 202.-.




