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COUNT ONE 

(Conspiracy To Commit S e c u r i t i e s Fraud, To F a l s i f y Books 
and Records, And To Make False Statements To A u d i t o r s ) 

The U n i t e d S t a t e s A t t o r n e y charges: 

THE RELEVANT PARTIES 

1. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n , American 

Banknote C o r p o r a t i o n ("ABN"), a Delaware c o r p o r a t i o n , was a h o l d i n g 

company whose v a r i o u s s u b s i d i a r i e s , l o c a t e d i n the U n i t e d S t a t e s , 

A u s t r a l i a , B r a z i l , New Zealand, and France, engaged i n the business 

o f d e s i g n i n g and m a n u f a c t u r i n g p r o d u c t s t h a t i n c l u d e d c o u n t e r f e i t -

r e s i s t a n t t e c h n o l o g y . Among o t h e r t h i n g s , ABN's pr o d u c t s i n c l u d e d : 

c u r r e n c i e s ; t r a v e l e r s and o t h e r checks; s t o c k and bond 

c e r t i f i c a t e s ; s t o r e d v a l u e t e l e p h o n e , m a g n e t i c - s t r i p , memory, and 

mic r o p r o c e s s i n g - b a s e d t r a n s a c t i o n c a r d s ; and a wide v a r i e t y o f 

e l e c t r o n i c a l l y and d i g i t a l l y produced p e r s o n a l i z e d documents. ABN 

m a i n t a i n e d i t s p r i n c i p a l e x e c u t i v e o f f i c e s i n New York, New York. 

On or about December 8, 1999, ABN f i l e d f o r a p e t i t i o n f o r r e l i e f 



under Chapter 11 of the U n i t e d S t a t e s Bankruptcy Code i n the U n i t e d 

S t a t e s Bankruptcy Court f o r the Southern D i s t r i c t o f New York. 

2. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n , American 

Bank Note H o l o g r a p h i e s , I n c . ("ABNH"), a Delaware c o r p o r a t i o n and 

a wholly-owned ABN s u b s i d i a r y u n t i l i n or about J u l y 1998, was 

engaged p r i n c i p a l l y i n the business o f o r i g i n a t i n g , p r o d u c i n g , and 

m a n u f a c t u r i n g mass-produced secure holograms. One of ABNH's 

p r i n c i p a l l i n e s o f business was t h e p r o d u c t i o n and sa l e o f secure 

holograms f o r Visa and MasterCard c r e d i t c ards. ABNH m a i n t a i n e d 

i t s p r i n c i p a l e x e c u t i v e o f f i c e s i n Elmsford, New York. 

3. From i n or about November 1995 u n t i l i n or about May 

1997, JOSHUA C. CANTOR, t h e defendant, was the Execu t i v e Vice 

P r e s i d e n t and General Manager o f ABNH. T h e r e a f t e r , CANTOR became 

P r e s i d e n t o f ABNH, a t i t l e he r e t a i n e d u n t i l h i s r e s i g n a t i o n on or 

about February 4, 1999. 

BACKGROUND 

Tr a d i n g I n E q u i t y S e c u r i t i e s Of ABN And ABNH 

4. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n , ABN' s 

common s t o c k was p u b l i c l y t r a d e d on the New York Stock Exchange 

("NYSE") under the symbol "ABN." 

5. I n or about J u l y 1998, ABNH f i l e d a r e g i s t r a t i o n 

s t atement w i t h t he U n i t e d S t a t e s S e c u r i t i e s and Exchange Commission 

("SEC"), pursuant t o which ABNH sought t o r e g i s t e r i t s common st o c k 

f o r s a l e t o members o f th e p u b l i c i n the U n i t e d S t a t e s . 
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6. On or about J u l y 14, 1998, the SEC d e c l a r e d 

e f f e c t i v e ABNH's r e g i s t r a t i o n s tatement. Pursuant t o the 

r e g i s t r a t i o n statement, ABN conducted an i n i t i a l p u b l i c o f f e r i n g 

("IPO"), t h r o u g h u n d e r w r i t e r s i n New York, New York, among o t h e r 

p l a c e s , o f a p p r o x i m a t e l y 13,636,000 shares o f ABNH common stock a t 

an i n i t i a l o f f e r i n g p r i c e o f $8.50 per share, f o r a t o t a l o f 

a p p r o x i m a t e l y $115 m i l l i o n . On or about J u l y 15, 1998, ABNH's 

common s t o c k began p u b l i c l y t r a d i n g on t h e NYSE under the symbol 

"ABH. " 

F i n a n c i a l D i s c l o s u r e s and Procedures 

7. ABN and ABNH were r e q u i r e d t o comply w i t h p r o v i s i o n s 

of t h e f e d e r a l s e c u r i t i e s laws, i n c l u d i n g t h e S e c u r i t i e s Exchange 

Act o f 1934 and r e g u l a t i o n s promulgated t h e r e u n d e r , t h a t were 

designed t o ensure t h a t each company's f i n a n c i a l i n f o r m a t i o n was 

a c c u r a t e l y r e c o r d e d and d i s c l o s e d t o the p u b l i c . 

8. Under these p r o v i s i o n s , ABN and ABNH had the duty 

t o , among o t h e r t h i n g s : (a) make and keep books, r e c o r d s , and 

accounts t h a t a c c u r a t e l y and f a i r l y r e f l e c t e d each company's 

business t r a n s a c t i o n s ; (b) de v i s e and m a i n t a i n a system o f i n t e r n a l 

a c c o u n t i n g c o n t r o l s s u f f i c i e n t t o p r o v i d e reasonable assurances 

t h a t each company's t r a n s a c t i o n s were r e c o r d e d as necessary t o 

p e r m i t p r e p a r a t i o n o f f i n a n c i a l statements i n c o n f o r m i t y w i t h 

G e n e r a l l y Accepted A c c o u n t i n g P r i n c i p l e s and o t h e r a p p l i c a b l e 

c r i t e r i a ; (c) f i l e w i t h t h e SEC annual f i n a n c i a l statements, 
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a u d i t e d by an independent a c c o u n t a n t , t h a t d i s c l o s e d each company's 

balance sheet as of t h e end of the two most r e c e n t f i s c a l years and 

each company's statement o f income and cash f l o w f o r each of the 

t h r e e most r e c e n t f i s c a l y e a r s ; and (d) f i l e w i t h the SEC q u a r t e r l y 

updates o f t h e i r f i n a n c i a l statements t h a t d i s c l o s e d t h e i r 

f i n a n c i a l c o n d i t i o n and t h e r e s u l t s o f t h e i r business o p e r a t i o n s 

f o r each three-month p e r i o d . 

9. From a t l e a s t 1996 t h r o u g h 1998, ABN p u b l i c l y f i l e d 

w i t h t h e SEC annual and q u a r t e r l y r e p o r t s t h a t p u r p o r t e d t o conform 

w i t h these l e g a l r e q u i r e m e n t s . Each o f these r e p o r t s c o n t a i n e d 

what were p u r p o r t e d t o be a c c u r a t e f i n a n c i a l statements of ABN, 

i n c l u d i n g statements o f i t s revenue and net income. I n these 

r e p o r t s , ABN r e p r e s e n t e d , among o t h e r t h i n g s , t h a t i t recorded 

revenue o n l y a f t e r goods were completed and e i t h e r shipped t o 

customers or segregated from t h e r e s t ' o f i t s i n v e n t o r y and 

d e l i v e r e d t o an o n - s i t e secured f a c i l i t y f o r t h e b e n e f i t o f 

s p e c i f i c customers. 

ABN's F i n a n c i a l C o n d i t i o n 

10. ABNH was an i m p o r t a n t c o n t r i b u t o r t o ABN's o v e r a l l 

f i n a n c i a l performance. During f i s c a l years 1996 and 1997, ABN 

r e p o r t e d revenue i n excess o f $300 m i l l i o n per year. However, ABN 

r e p o r t e d c o n s o l i d a t e d net income of o n l y $4,099,000 i n 1996 

( a p p r o x i m a t e l y 1% o f revenues) and a c o n s o l i d a t e d net l o s s o f 

$1,749,000 i n 1997; these numbers r e f l e c t e d t h e combined 

4 



performance o f a l l of ABN's s u b s i d i a r i e s . I n c o n t r a s t , ABNH, 

a l t h o u g h i t accounted f o r l e s s than 10 per c e n t of ABN's 

c o n s o l i d a t e d s a l e s i n 1996 and 1997, was a high-margin business 

which c o n t r i b u t e d a d i s p r o p o r t i o n a t e share o f ABN's net income. 

For example, ABNH r e p o r t e d net income o f $4,820,000 f o r 1996 and 

net income o f $7,539,000 f o r 1997, more t h a n t h e c o n s o l i d a t e d net 

income o f ABN f o r those years. 

11. I n t h e p e r i o d from 1996 t h r o u g h J u l y 1998, ABN was 

a l s o h e a v i l y i n d e b t e d . At th e end of 1997, ABN had l o n g - t e r m debt 

o f a p p r o x i m a t e l y $293 m i l l i o n and was r e q u i r e d t o pay m i l l i o n s of 

d o l l a r s per year i n i n t e r e s t and p r i n c i p a l payments. The 

co m b i n a t i o n o f ABN's t h i n p r o f i t margins and heavy debt l o a d placed 

ABN i n a p r e c a r i o u s f i n a n c i a l c o n d i t i o n : i f i t d i d not generate 

s u f f i c i e n t cash t o meet i t s debt r e q u i r e m e n t s , the c o r p o r a t i o n 

c o u l d be f o r c e d i n t o b a n k r u p t c y . ABN had been a c t i v e l y seeking 

means t o generate cash and reduce ABN's debt s i n c e as e a r l y as 

1996. By e a r l y 1998, ABN determined t o do so by s e l l i n g ABNH t o 

members of the p u b l i c i n an IPO. 

THE SCHEME TO INFLATE THE REPORTED 
FINANCIAL PERFORMANCE OF ABN AND ABNH 

12. B e g i n n i n g i n or about l a t e 1996 and c o n t i n u i n g 

t h r o u g h i n or about December 1998, JOSHUA C. CANTOR, the defendant, 

and c o - c o n s p i r a t o r s not named h e r e i n as defendants, d e v i s e d and put 

i n t o e f f e c t a scheme t o i n f l a t e t h e revenues and ear n i n g s t h a t ABN 

and ABNH r e p o r t e d t o the p u b l i c and t h e SEC. The scheme began 
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w h i l e ABNH was a wholly-owned s u b s i d i a r y o f ABN and c o n t i n u e d a f t e r 

ABNH became a p u b l i c l y - t r a d e d company i n or about J u l y 1998. As a 

r e s u l t o f t h e scheme, ABN and ABNH d i s c l o s e d t o members o f t h e 

p u b l i c , i n c l u d i n g t h e companies' s h a r e h o l d e r s and bondholders, 

m a t e r i a l l y f a l s e i n f o r m a t i o n about t h e companies' revenues and 

ea r n i n g s . This f r a u d was p a r t i c u l a r l y s i g n i f i c a n t i n t h a t i t 

enabled CANTOR h i s c o - c o n s p i r a t o r s not named h e r e i n as defendants 

t o r e p o r t an upward t r e n d i n ABNH's revenue and e a r n i n g s i n t h e 

p e r i o d l e a d i n g up t o t h e IPO, when, i n f a c t , i t s revenue and 

ear n i n g s were d e c l i n i n g d u r i n g t h i s p e r i o d . On the b a s i s o f t h i s 

f r a u d u l e n t f i n a n c i a l i n f o r m a t i o n , CANTOR, and c o - c o n s p i r a t o r s not 

named h e r e i n as defe n d a n t s , caused ABN t o s e l l the common s t o c k o f 

ABNH t o members o f t h e p u b l i c f o r a t o t a l p r i c e o f a p p r o x i m a t e l y 

$115 m i l l i o n , s u b s t a n t i a l l y i n excess o f i t s t r u e v a l u e . 

13. The e s s e n t i a l means by which JOSHUA C. CANTOR, t h e 

defendant, and c o - c o n s p i r a t o r s not named h e r e i n as defendants, 

f r a u d u l e n t l y i n f l a t e d t h e revenue and e a r n i n g s o f ABN and ABNH, was 

by r e c o r d i n g revenue f o r s a l e s t o ABNH customers t h a t d i d not 

a c t u a l l y occur or t h a t were i n c o m p l e t e as o f the t i m e they were 

recorded. To c a r r y out t h i s f r a u d , CANTOR, and c o - c o n s p i r a t o r s not 

named h e r e i n as defendants, deceived t h e independent a u d i t o r s o f 

ABN and ABNH ("ABN's Independent A u d i t o r s " ) w i t h f a l s e 

r e p r e s e n t a t i o n s and f a b r i c a t e d c o r p o r a t e r e c o r d s c o n c e r n i n g these, 

t r a n s a c t i o n s . Moreover, CANTOR, and c o - c o n s p i r a t o r s not named 
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h e r e i n as defendants, e n l i s t e d t h e a s s i s t a n c e o f numerous o t h e r s , 

i n c l u d i n g customers and l o w e r - l e v e l employees of ABNH, i n v e r i f y i n g 

f a l s e r e p r e s e n t a t i o n s , c r e a t i n g f a l s e c o r p o r a t e r e c o r d s , and 

p e r f o r m i n g o t h e r t a s k s necessary t o p r e v e n t ABN's Independent 

A u d i t o r s from d i s c o v e r i n g t h e scheme and d i s c l o s i n g i t s impact on 

t h e f i n a n c i a l statements o f ABN and ABNH. Thus, f o r example: 

a. On or about January 30, 1997, CANTOR, w i t h t h e 

knowledge and a p p r o v a l o f a c o - c o n s p i r a t o r not named h e r e i n as a 

defen d a n t , convinced an ABNH customer ("Customer-1") t o r e p r e s e n t 

t h a t t h e customer had purchased a p p r o x i m a t e l y $400,000 of Visa 

holograms ( i . e . , holograms a f f i x e d on Visa c r e d i t cards f o r 

s e c u r i t y purposes) d u r i n g 1996 when no such purchase had a c t u a l l y 

t a k e n p l a c e . Based on t h i s n o n - e x i s t e n t t r a n s a c t i o n , ABNH 

f r a u d u l e n t l y r e c o r d e d , as revenue earned i n 1996, a sa l e o f 

a p p r o x i m a t e l y $400,000 t o Customer-1. At th e request o f CANTOR, an 

employee o f Customer-1 l a t e r s igned a r e p r e s e n t a t i o n l e t t e r t o 

ABN's Independent A u d i t o r s t h a t f a l s e l y c o n f i r m e d t h a t a s a l e i n 

t h i s approximate amount had o c c u r r e d i n 1996; 

b. I n or about December 1997, CANTOR, w i t h t h e 

knowledge and a p p r o v a l o f a c o - c o n s p i r a t o r n o t named h e r e i n as a 

defendant, convinced Customer-1 t o a s s i s t ABN and ABNH i n 

f r a u d u l e n t l y r e c o r d i n g revenue i n 1997 f o r a p u r p o r t e d s a l e o f 

a p p r o x i m a t e l y $1.3 m i l l i o n o f Visa holograms t o Customer-1. I n 

ord e r t o c r e a t e the appearance t h a t ABNH had s o l d a p p r o x i m a t e l y 
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$1.3 m i l l i o n o f Visa holograms b e f o r e t h e end of 1997, Cantor 

arranged f o r ABNH t o d e l i v e r a l a r g e number of u n f i n i s h e d holograms 

t o Customer-1 a t t h e end o f th e year. Customer-1 agreed t o accept 

d e l i v e r y o f these u n f i n i s h e d holograms on t h e r e p r e s e n t a t i o n and 

c o n d i t i o n t h a t Customer-1 would r e t u r n t h e u n f i n i s h e d holograms t o 

ABNH a f t e r t h e end o f t h e year. Pursuant t o t h i s arrangement, ABNH 

d e l i v e r e d a l a r g e q u a n t i t y o f u n f i n i s h e d Visa holograms t o 

Customer-1 on or about December 31, 1997, and, i n t h e f i r s t q u a r t e r 

of 1998, Customer-1 r e t u r n e d these u n f i n i s h e d holograms t o ABNH. 

ABN and ABNH re c o r d e d 1997 revenue o f a p p r o x i m a t e l y $1.3 m i l l i o n 

f o r t h i s shipment. On or about March 4, 1998, a t t h e re q u e s t of 

CANTOR, an employee o f Customer-1 signed a r e p r e s e n t a t i o n l e t t e r t o 

ABN's Independent A u d i t o r s t h a t f a l s e l y c o n f i r m e d t h a t Customer-1 

owed ABNH a t o t a l o f a p p r o x i m a t e l y $1.9 m i l l i o n — which i n c l u d e d 

the f r a u d u l e n t $1.3 m i l l i o n t r a n s a c t i o n — as o f December 31, 1997 ; 

and 

c. From i n or about 1996 t h r o u g h i n or about l a t e 1998, 

CANTOR, w i t h t h e knowledge and a p p r o v a l o f c o - c o n s p i r a t o r s not 

named h e r e i n as d e f e n d a n t s , and o t h e r employees o f ABNH, recorded 

revenue f o r shipments o f holograms t h a t were d e l i v e r e d t o customers 

under "consignment" arrangements. Under these arrangements, 

customers r e c e i v e d p h y s i c a l d e l i v e r y of goods but were not o b l i g e d 

t o purchase them - and had th e o p t i o n t o r e t u r n them - up u n t i l the 

time t h a t t he goods were a c t u a l l y used by t h e customers. As CANTOR 

8 



and h i s c o - c o n s p i r a t o r s knew, t h e r e f o r e , t h e d e l i v e r y o f goods 

under these consignment arrangements d i d not c o n s t i t u t e a bona f i d e 

s a l e o f those goods and sh o u l d not have r e s u l t e d i n ABNH 

r e c o g n i z i n g revenue. I n o r d e r t o conceal t h a t t h e holograms were 

d e l i v e r e d under consignment arrangements, ABNH employees prepared 

two s e t s o f i n v o i c e s , one t h a t t r u t h f u l l y r e f l e c t e d t h a t t h e goods 

were d e l i v e r e d on consignment and another t h a t f a l s e l y r e f l e c t e d 

t h a t t h e goods were s o l d t o customers. The i n v o i c e s t h a t r e v e a l e d 

the t r u e n a t u r e o f t h e consignments were p r o v i d e d t o customers, 

w h i l e t h e i n v o i c e s t h a t f a l s e l y r e c o r d e d t h e consignments as s a l e s 

were r e t a i n e d by ABNH and p r o v i d e d t o ABN's Independent A u d i t o r s . 

The MasterCard T r a n s a c t i o n 

14. The l a r g e s t t r a n s a c t i o n f o r which ABNH i m p r o p e r l y 

r e c o r d e d revenue was a s a l e o f a p p r o x i m a t e l y $6.9 m i l l i o n o f 

holograms t h a t arose out o f an o r d e r f o r $8 m i l l i o n o f holograms 

t h a t MasterCard p l a c e d w i t h ABNH i n December 1997 and t h a t ABNH 

completed i n 1998 w i t h t h e a s s i s t a n c e o f a s u b c o n t r a c t o r 

( h e r e i n a f t e r , t h e "MasterCard T r a n s a c t i o n " ) . Under t he terms o f 

t h i s o r d e r , ABNH was r e q u i r e d t o produce a p p r o x i m a t e l y 17,500 r e e l s 

of MasterCard holograms, each c o n s i s t i n g o f a p p r o x i m a t e l y 20,000 

i n d i v i d u a l l y numbered holograms. 

15. Pursuant t o a " b i l l and h o l d " arrangement w i t h 

MasterCard, ABNH t y p i c a l l y r e c o g n i z e d s a l e s t o MasterCard when 

completed holograms were t r a n s f e r r e d t o a secure o n - s i t e f a c i l i t y 
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a t ABNH, r a t h e r than when goods were a c t u a l l y " shipped t o 

MasterCard. T h i s arrangement was d i s c l o s e d i n annual r e p o r t s t o 

the SEC and s h a r e h o l d e r s f o r 1996 and 1997, as w e l l as i n the 

r e g i s t r a t i o n statement ABNH f i l e d i n c o n n e c t i o n w i t h i t s IPO i n or 

about J u l y 1998. Under c r i t e r i a e s t a b l i s h e d by t h e SEC, revenue 

may be r e c o r d e d under a " b i l l and h o l d " arrangement o n l y i f , among 

o t h e r r e q u i r e m e n t s , p r o d u c t s are complete and ready f o r shipment, 

segregated from t h e s e l l e r ' s i n v e n t o r y , and not s u b j e c t t o bei n g 

used t o f i l l o t h e r o r d e r s . Consequently, i n ord e r t o rec o g n i z e 

revenue f o r t h e MasterCard T r a n s a c t i o n i n 1997, ABNH was r e q u i r e d 

t o d e l i v e r completed " r e e l s " o f i n d i v i d u a l l y numbered MasterCard 

holograms t o i t s o n - s i t e secure v a u l t on or b e f o r e December 31, 

1997 . 

16. As JOSHUA C. CANTOR, t h e defendant, knew, ABNH had 

not produced a l l o f the MasterCard holograms by the end o f 1997. 

I n o r d e r t o f i l l t h i s o r d e r , ABNH e n t e r e d i n t o a s u b c o n t r a c t w i t h 

another hologram m a n u f a c t u r e r ( t h e " S u b c o n t r a c t o r " ) . However, the 

S u b c o n t r a c t o r o n l y had t h e m a n u f a c t u r i n g c a p a b i l i t y t o produce what 

are commonly known as " r o l l s " o f holograms. Those " r o l l s " had t o 

undergo an i m p o r t a n t m a n u f a c t u r i n g process a t ABNH - commonly known 

as " s l i t t i n g and numbering" - b e f o r e t h e y c o u l d be c o n v e r t e d i n t o 

f i n i s h e d " r e e l s " f o r t h e use of MasterCard. Moreover, the 

S u b c o n t r a c t o r , which d i d not b e g i n work u n t i l t h e middle o f 

December 1997, f a i l e d t o complete p r o d u c t i o n of t h e r e q u i r e d 
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q u a n t i t y of u n f i n i s h e d " r o l l s " o f holograms u n t i l mid-January 1998. 

N e v e r t h e l e s s , i n o r d e r t o boost t h e r e p o r t e d revenue and income of 

ABNH and ABN, CANTOR, _and c o - c o n s p i r a t o r s not named h e r e i n as 

defendants, r e c o r d e d as revenue i n 1997 a p p r o x i m a t e l y $6.9 m i l l i o n 

o f t h e $8 m i l l i o n MasterCard o r d e r , of which a p p r o x i m a t e l y $6.2 

m i l l i o n was f r a u d u l e n t . 

17. I n or about e a r l y 1998, i n c o n n e c t i o n w i t h t h e a u d i t 

o f ABN's 1997 f i n a n c i a l s t a t e m e n t s , ABN's Independent A u d i t o r s 

r e q u e s t e d documentation from ABNH t o j u s t i f y r e c o g n i t i o n o f the 

$6.9 m i l l i o n MasterCard T r a n s a c t i o n . I n response, JOSHUA C. 

CANTOR, the de f e n d a n t , and c o - c o n s p i r a t o r s not named h e r e i n as 

defe n d a n t s , and o t h e r s a t ABNH, und e r t o o k an e x t e n s i v e e f f o r t t o 

deceive ABN's Independent A u d i t o r s , w i t h t h e goal o f a s s u r i n g t h e 

improper r e c o g n i t i o n o f t h e f u l l $6.9 m i l l i o n i n 1997. 

18. A t t h e d i r e c t i o n o f a c o - c o n s p i r a t o r not named 

h e r e i n as a de f e n d a n t , JOSHUA C. CANTOR, t h e defendant, and another 

c o - c o n s p i r a t o r n o t named h e r e i n as a defendant, c r e a t e d f a l s e 

documents r e g a r d i n g t h e MasterCard T r a n s a c t i o n i n an e f f o r t t o 

s a t i s f y ABN's Independent A u d i t o r s . These f a l s e documents i n c l u d e d 

t h e f o l l o w i n g : 

a. F a l s i f i e d s h i p p i n g r e c o r d s from the  

S u b c o n t r a c t o r . CANTOR, and a c o - c o n s p i r a t o r not named h e r e i n as a 

defendant, w h i t e d - o u t and a l t e r e d s h i p p i n g r e c o r d s from the 

S u b c o n t r a c t o r t o c r e a t e t h e f a l s e appearance t h a t t h e S u b c o n t r a c t o r 
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had d e l i v e r e d f i n i s h e d r e e l s o f holograms, by December 31, 1997, m 

an amount c o r r e s p o n d i n g t o t h e $6.9 m i l l i o n MasterCard T r a n s a c t i o n . 

b. F a b r i c a t e d r e c e i v i n g documents p u r p o r t e d l y  

drawn f r o m ABNH's i n t e r n a l f i l e s . R e c e i v i n g documents o f ABNH were 

f a b r i c a t e d a f t e r t h e f a c t by ABNH employees a c t i n g at CANTOR'S 

d i r e c t i o n , t o c r e a t e t h e f a l s e appearance t h a t ABNH had r e c e i v e d , 

by December 31, 1997, f i n i s h e d r e e l s o f holograms i n an amount 

c o r r e s p o n d i n g t o t h e $6.9 m i l l i o n MasterCard T r a n s a c t i o n . 

19. N o t w i t h s t a n d i n g r e c e i p t o f these f a l s i f i e d 

documents, i n or about mid-February 1998, ABN's Independent 

A u d i t o r s a d v i s e d ABNH t h a t i t would be necessary t o o b t a i n a 

w r i t t e n r e p r e s e n t a t i o n l e t t e r s i g n e d by t h e S u b c o n t r a c t o r , 

c o n f i r m i n g t h a t ABNH had r e c e i v e d f i n i s h e d r e e l s o f MasterCard 

holograms from t h e S u b c o n t r a c t o r on or b e f o r e December 31, 1997 i n 

an amount s u f f i c i e n t t o f u l f i l l t he $6.9 m i l l i o n MasterCard 

T r a n s a c t i o n ( h e r e i n a f t e r , t h e " S u b c o n t r a c t o r ' s C o n f i r m a t i o n 

L e t t e r " ) . ABN's Independent A u d i t o r s p r o v i d e d the language o f the 

S u b c o n t r a c t o r ' s C o n f i r m a t i o n L e t t e r , and i n s i s t e d t h a t i t be sign e d 

by a r e p r e s e n t a t i v e o f th e S u b c o n t r a c t o r . 

20. Between l a t e February and e a r l y March 1997, JOSHUA 

C. CANTOR, the d e f e n d a n t , and c o - c o n s p i r a t o r s not named h e r e i n as 

de f e n d a n t s , each c o n t a c t e d a r e p r e s e n t a t i v e o f t h e S u b c o n t r a c t o r 

("Person-1"), i n d i v i d u a l l y , and r e q u e s t e d t h a t he/she s i g n t h e 

S u b c o n t r a c t o r ' s C o n f i r m a t i o n L e t t e r . I n response t o each r e q u e s t , 
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Person-1 r e f u s e d t o s i g n t h e l e t t e r , e x p l a i n i n g t h a t he would not 

do so because t he r e p r e s e n t a t i o n s c o n t a i n e d i n t h e l e t t e r were 

f a l s e . 

21. Because Person-1 r e f u s e d t o s i g n the S u b c o n t r a t o r ' s 

C o n f i r m a t i o n L e t t e r , JOSHUA C. CANTOR, the defendant, and co

c o n s p i r a t o r s not named h e r e i n as defendants, d e v i s e d another means 

of d e c e i v i n g ABN's Independent A u d i t o r s . At t h e d i r e c t i o n o f a co

c o n s p i r a t o r not named h e r e i n as a defendant, CANTOR and another co

c o n s p i r a t o r not named h e r e i n as a defe n d a n t , o b t a i n e d a bogus 

r e p o r t from an independent s e c u r i t y f i r m . T h i s s e c u r i t y f i r m had 

been h i r e d by ABNH t o guard t h e S u b c o n t r a c t o r ' s m a n u f a c t u r i n g 

f a c i l i t y d u r i n g t h e p r o d u c t i o n o f the u n f i n i s h e d r o l l s . The f i r m , 

however, had not w i t n e s s e d t h e p r o d u c t i o n o f f i n i s h e d r e e l s , and 

i t s r e p r e s e n t a t i v e s had remained on s i t e a t the S u b c o n t r a c t o r ' s 

premises w e l l i n t o January 1998. N e v e r t h e l e s s , CANTOR pro c u r e d a 

r e p o r t , signed by t h e Chairman and CEO o f the independent s e c u r i t y 

f i r m , which was backdated and which f a l s e l y r e p r e s e n t e d t h a t t h e 

s e c u r i t y f i r m had w i t n e s s e d t h e p r o d u c t i o n o f f i n i s h e d r e e l s o f 

holograms by t h e S u b c o n t r a c t o r , by December 31, 1997, i n an amount 

c o r r e s p o n d i n g t o t h e $6.9 m i l l i o n MasterCard T r a n s a c t i o n . 

22. ABN's Independent A u d i t o r s , however, c o n t i n u e d t o 

i n s i s t t h a t ABNH produce a signed S u b c o n t r a c t o r ' s C o n f i r m a t i o n 

L e t t e r as a p r e c o n d i t i o n t o r e c o g n i t i o n o f t h e $6.9 m i l l i o n 

MasterCard T r a n s a c t i o n . I n response, a c o - c o n s p i r a t o r not named 

13 



h e r e i n as a defendant, argued t o ABN's Independent A u d i t o r s t h a t a 

c o n f i r m a t i o n l e t t e r from t h e S u b c o n t r a c t o r was unnecessary, and 

t h a t the a u d i t o r s s h o u l d accept t h e documentation t h a t had been 

p r o v i d e d by ABNH. As a r e s u l t , i n or about e a r l y March 1998, ABN's 

Independent A u d i t o r s a d v i s e d t h e c o - c o n s p i r a t o r not named h e r e i n as 

a defendant t h a t a disagreement e x i s t e d between ABN and the 

a u d i t o r s and r e q u e s t e d a meeting w i t h t h e A u d i t Committee o f ABN's 

Board o f D i r e c t o r s . 

23. I n or about mid-March 1998, a c o - c o n s p i r a t o r not 

named h e r e i n as a defe n d a n t , c o n t a c t e d the owner of the 

Su b c o n t r a c t o r ("Person-2"), bypassing Person-1. Despite h i s 

knowledge t h a t t h e S u b c o n t r a c t o r ' s C o n f i r m a t i o n L e t t e r was f a l s e , 

t h e c o - c o n s p i r a t o r not named h e r e i n as a defendant persuaded 

Person-2 t o s i g n t h e c o n f i r m l e t t e r , which Person-2 s i g n e d on or 

about March 11, 1998. 

24. On or about March 17, 1998, JOSHUA C. CANTOR, the 

defendant, c o - c o n s p i r a t o r s not named h e r e i n as d e f e n d a n t s , and 

o t h e r s , signed a management r e p r e s e n t a t i o n l e t t e r addressed t o 

ABN's Independent A u d i t o r s i n c o n n e c t i o n w i t h the a u d i t o f ABN's 

f i n a n c i a l statements f o r t h e year ending December 31, 1997. I n 

t h a t l e t t e r , CANTOR, and c o - c o n s p i r a t o r s n o t named h e r e i n as 

defendants, f a l s e l y r e p r e s e n t e d t h a t t h e S u b c o n t r a c t o r had 

d e l i v e r e d t o ABNH, on or b e f o r e December 31, 1997, f i n i s h e d r e e l s 
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of MasterCard holograms i n an amount s u f f i c i e n t t o s a t i s f y t h e $6.9 

m i l l i o n MasterCard T r a n s a c t i o n . 

25. As a r e s u l t o f t h e d e c e p t i o n by JOSHUA C. CANTOR, 

the defendant, c o - c o n s p i r a t o r s not named h e r e i n as de f e n d a n t s , and 

o t h e r s , ABN's Independent A u d i t o r s approved r e c o g n i t i o n of t h e $6.9 

m i l l i o n MasterCard T r a n s a c t i o n i n ABN's 1997 f i n a n c i a l r e s u l t s . 

The ABNH IPO 

26. I n J u l y 1998 — a p p r o x i m a t e l y f o u r months a f t e r the 

c o m p l e t i o n o f t h e 1997 a u d i t -- ABNH conducted i t s IPO. I n 

c o n n e c t i o n w i t h t h e IPO, JOSHUA C. CANTOR, t h e defe n d a n t , and 

o t h e r s signed and caused ABNH t o f i l e w i t h t h e SEC a - r e g i s t r a t i o n 

s t a t e m e n t on Form S-1 (the " R e g i s t r a t i o n S t a t e m e n t " ) , which 

i n c l u d e d f i n a n c i a l s t a tements o f ABNH t h a t f a l s e l y p u r p o r t e d t o 

conform w i t h a p p l i c a b l e r e g u l a t o r y r e q u i r e m e n t s . The R e g i s t r a t i o n 

Statement p u r p o r t e d t o d i s c l o s e , among o t h e r t h i n g s , ABNH's s a l e s , 

net income, and income per share f o r t h e years ended December 31, 

1996 and December 31, 1997, as f o l l o w s : 

Item Year ending 12/31/96 Year ending 12/31/97 

Sales $28,649,000 $30,915,000 

Net income $4,820,000 $7,539,000 

Income per rha r e $ . 35 $ . 55 

I n c l u d e d as r e p o r t e d revenue and income were t h e $6.9 m i l l i o n 

MasterCard T r a n s a c t i o n and o t h e r s a l e s t h a t , as d e s c r i b e d above, 

e i t h e r had not o c c u r r e d or were n o t completed by the end of the 
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r e l e v a n t f i s c a l year. As a r e s u l t o f the i n c l u s i o n of these 

t r a n s a c t i o n s - and the MasterCard T r a n s a c t i o n i n p a r t i c u l a r - ABNH 

r e p o r t e d revenue and income t h a t s u b s t a n t i a l l y exceeded i t s a c t u a l 

revenue and net income, and gave t he f a l s e i m p r e s s i o n t h a t ABNH's 

f i n a n c i a l performance was s t r o n g and i m p r o v i n g over t i m e . On t h e 

b a s i s o f t h i s f r a u d u l e n t f i n a n c i a l i n f o r m a t i o n , i n v e s t o r s purchased 

i n t h e IPO a p p r o x i m a t e l y 13,636,000 shares o f common s t o c k o f ABNH, 

at $8.50 per share, f o r a t o t a l o f a p p r o x i m a t e l y $115 m i l l i o n . 

ABNH'S ANNOUNCEMENT OF IMPROPER REVENUE RECOGNITION AND  
EVENTUAL RESTATEMENT OF ITS FINANCIAL RESULTS 

27. I n a s e r i e s o f press r e l e a s e s b e g i n n i n g on or about 

January 19, 1999, ABNH d i s c l o s e d t h a t i t had uncovered evidence o f 

i n a p p r o p r i a t e revenue r e c o g n i t i o n d u r i n g 1996, 1997, and 1998. 

These press r e l e a s e s s t a t e d ABNH's b e l i e f t h a t , as a r e s u l t o f t h e 

improper revenue r e c o g n i t i o n , ABNH's f i n a n c i a l s tatements would 

l i k e l y r e q u i r e r e s t a t e m e n t . ABNH's d i s c l o s u r e s had an immediate 

e f f e c t on t h e market f o r i t s common s t o c k . On or about January 15, 

1999, t h e l a s t t r a d i n g day p r i o r t o the i n i t i a l press r e l e a s e , ABNH 

st o c k c l o s e d a t a p r i c e o f $15.0625 per share. On or about January 

20, 2000, t h e day a f t e r t h e i n i t i a l p r e s s r e l e a s e , ABNH's s t o c k 

c l o s e d a t a p r i c e o f $4.5625 per share, a d e c l i n e o f a p p r o x i m a t e l y 

70 p e r c e n t . Between on or about January 21, 1999 and on or about 

February 1, 1999, as ABNH i s s u e d a d d i t i o n a l press r e l e a s e s 

i n c r e a s i n g t h e e s t i m a t e d scope o f t h e r e s t a t e m e n t , ABNH's s t o c k 

c o n t i n u e d t o d e c l i n e , c l o s i n g a t a p r i c e o f $1.75 per share on or 
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about February 2, 1999. On or about August 3, 1999, ABNH's common 

s t o c k was suspended from t r a d i n g on t h e NYSE. 

28. I n or about December 1999, f o l l o w i n g an i n t e r n a l 

i n v e s t i g a t i o n r e g a r d i n g t h e MasterCard T r a n s a c t i o n and o t h e r 

i n s t a n c e s of f r a u d u l e n t revenue r e c o g n i t i o n , ABNH i s s u e d r e s t a t e d 

f i n a n c i a l s tatements f o r 1996, 1997, and th e f i r s t t h r e e q u a r t e r s 

o f 1998. The r e s t a t e d f i n a n c i a l r e s u l t s r e f l e c t f i n a n c i a l 

performance t h a t was s i g n i f i c a n t l y p o o r e r than t h e r e s u l t s t h a t had 

been r e p o r t e d i n t h e R e g i s t r a t i o n Statement: 

Item Year ending 12/31/96 Year ending 12/31/97 

Sales $27,516,000 $23,085,000 

Net income $4,338,000 $2,820,000 

Income per share $ . 32 $ .21 

Based on the r e s t a t e d f i g u r e s , ABNH o v e r s t a t e d i t s a c t u a l n e t 

income f o r 1996 by $482,000 ( 1 1 % ) , i t s a c t u a l revenues f o r 1997 by 

$7,830,000 ( 3 4 % ) , and i t s a c t u a l n e t income f o r 1997 by $4,719,000 

(169%) . A l s o , t h e r e s t a t e d f i g u r e s demonstrate a downward t r e n d i n 

sa l e s and net income from 1996 t o 1997, i n sharp c o n t r a s t t o t h e 

upward t r e n d p r e s e n t e d t o i n v e s t o r s i n t h e IPO. 

STATUTORY CHARGE  

The Conspiracy 

29. From i n or about l a t e 1996 t o i n or about December 

1998, i n the Southern D i s t r i c t o f New York and elsewhere, JOSHUA C. 

CANTOR, t h e de f e n d a n t , and o t h e r s known and unknown, u n l a w f u l l y , 
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w i l l f u l l y , and know i n g l y d i d combine, c o n s p i r e , c o n f e d e r a t e , and 

agree t o g e t h e r and w i t h each o t h e r t o commit o f f e n s e s a g a i n s t the 

U n i t e d S t a t e s , namely, (a) t o commit f r a u d i n t h e o f f e r and s a l e of 

s e c u r i t i e s by ABNH, i n v i o l a t i o n o f T i t l e 15, U n i t e d S t a t e s Code, 

Se c t i o n s 77q(a) and 77x; (b) t o f a l s i f y books, r e c o r d s , and 

accounts o f ABNH and ABN, i n v i o l a t i o n o f T i t l e 15, U n i t e d S t a t e s 

Code, Sec t i o n s 78m(b) (2) (A), 78m(b) (5) and 7 8 f f , and T i t l e 17, Code 

of F e d e r a l R e g u l a t i o n s , S e c t i o n 240.13b2-l, and (c) t o d i r e c t l y and 

i n d i r e c t l y , (A) make and cause t o be made m a t e r i a l l y f a l s e and 

m i s l e a d i n g s t a t e m e n t s ; and (B) omit t o s t a t e , and cause o t h e r s t o 

omit t o s t a t e , m a t e r i a l f a c t s necessary i n o r d e r t o make statements 

made, i n l i g h t o f t h e cir c u m s t a n c e s under which t h e y were made, not 

m i s l e a d i n g t o ac c o u n t a n t s i n c o n n e c t i o n w i t h ( i ) a u d i t s and 

examina t i o n s o f t h e f i n a n c i a l statements o f ABN, an i s s u e r 

r e g i s t e r e d pursuant t o s e c t i o n 12 o f t h e S e c u r i t i e s Exchange Act of 

1934; and ( i i ) t h e p r e p a r a t i o n and f i l i n g o f documents and r e p o r t s 

r e q u i r e d t o be f i l e d w i t h t h e SEC pur s u a n t t o r u l e s and r e g u l a t i o n s 

p romulgated by t h e SEC, i n v i o l a t i o n o f T i t l e 15, U n i t e d S t a t e s 

Code, Sections 78m(b) (1) and 7 8 f f , and T i t l e 17, Code of Federal 

R e g u l a t i o n s , S e c t i o n 240.13b2-2.' 

THE OBJECTS-OF THE CONSPIRACY  

Fraud I n The O f f e r And Sale Of S e c u r i t i e s 

30. I t was a p a r t and an o b j e c t o f the c o n s p i r a c y t h a t 

JOSHUA C. CANTOR, t h e defendant, and o t h e r s known and unknown, un-
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l a w f u l l y , w i l l f u l l y , and knowingly, i n the o f f e r and s a l e o f ABNH 

s e c u r i t i e s by the use of t h e means and i n s t r u m e n t s of 

t r a n s p o r t a t i o n and communication i n i n t e r s t a t e commerce and by the 

use o f t h e m a i l s , d i r e c t l y and i n d i r e c t l y , would and d i d : (a) 

employ d e v i c e s , schemes, and a r t i f i c e s t o d e f r a u d ; (b) o b t a i n money 

and p r o p e r t y by means o f u n t r u e statements o f m a t e r i a l f a c t and 

o m i t t i n g t o s t a t e m a t e r i a l f a c t s necessary i n o r d e r t o make the 

statements made, i n l i g h t o f t h e circumstances under which t h e y 

were made, not m i s l e a d i n g ; and (c) engage i n t r a n s a c t i o n s , 

p r a c t i c e s , and courses o f business which o p e r a t e d and would operate 

as a f r a u d and d e c e i t upon t h e purchasers o f ABNH s e c u r i t i e s , a l l 

i n v i o l a t i o n o f T i t l e 15, U n i t e d S t a t e s Code, S e c t i o n s 77q(a) and 

77x. 

False Books and Records 

31. I t was f u r t h e r a p a r t and an o b j e c t o f th e c o n s p i r a c y 

t h a t JOSHUA C. CANTOR, th e defendant, and o t h e r s known and unknown, 

u n l a w f u l l y , w i l l f u l l y , and knowingly would and d i d , d i r e c t l y and 

i n d i r e c t l y , f a l s i f y and cause t o be f a l s i f i e d books, r e c o r d s , and 

accounts which, i n reasonable d e t a i l , a c c u r a t e l y and f a i r l y 

r e f l e c t e d the t r a n s a c t i o n s and d i s p o s i t i o n s o f t h e assets o f ABNH 

and ABN, i s s u e r s w i t h c l a s s e s of s e c u r i t i e s o u t s t a n d i n g pursuant t o 

S e c t i o n 12 of t h e S e c u r i t i e s Exchange Act of 1934, i n v i o l a t i o n of 

T i t l e 15, U n i t e d S t a t e s Code, Sec t i o n s 7 8 m ( b ) ( 2 ) ( A ) , 78m(b)(5) and 

7 8 f f , and T i t l e 17, Code of Federal R e g u l a t i o n s , S e c t i o n 240.13b2-l. 
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False Statements To A u d i t o r s 

32. I t was f u r t h e r a p a r t and an o b j e c t of the 

co n s p i r a c y t h a t JOSHUA C. CANTOR, t h e defendant, and o t h e r s known 

and unknown, u n l a w f u l l y , w i l l f u l l y , and knowingly would and d i d , 

d i r e c t l y and i n d i r e c t l y , (a) make and cause t o be made m a t e r i a l l y 

f a l s e and m i s l e a d i n g s t a t e m e n t s ; and (b) omit t o s t a t e , and cause 

o t h e r s t o omit t o s t a t e , m a t e r i a l f a c t s necessary i n o r d e r t o make 

statements made, i n l i g h t o f t h e circu m s t a n c e s under which t h e y 

were made, not m i s l e a d i n g t o accountants i n c o n n e c t i o n w i t h ( i ) 

a u d i t s and examin a t i o n s o f the f i n a n c i a l s tatements o f ABN, an 

i s s u e r r e g i s t e r e d p u r suant t o S e c t i o n 12 o f the S e c u r i t i e s Exchange 

Act o f 1934; and ( i i ) t h e p r e p a r a t i o n and f i l i n g o f documents and 

r e p o r t s r e q u i r e d t o be f i l e d w i t h t h e SEC pursuant t o r u l e s and 

r e g u l a t i o n s promulgated by the SEC, i n v i o l a t i o n o f T i t l e 15, 

U n i t e d S t a t e s Code, S e c t i o n s 78(m)(b) and 7 8 f f , and T i t l e 17, Code 

of F e d e r a l R e g u l a t i o n s , S e c t i o n 240.13b2-2. 

MEANS AND METHODS OF THE CONSPIRACY 

33. Among t h e means and methods by which JOSHUA C. 

CANTOR, the defendant, and h i s c o - c o n s p i r a t o r s would and d i d c a r r y 

out t h e c o n s p i r a c y were t h e f o l l o w i n g : 

a. CANTOR and h i s c o - c o n s p i r a t o r s caused ABNH t o 

f i l e w i t h t h e SEC a r e g i s t r a t i o n statement c o n t a i n i n g f i n a n c i a l 

s t atements t h a t m a t e r i a l l y o v e r s t a t e d ABNH's sa l e s f i g u r e s and 

f a i l e d t o d i s c l o s e s u b s t a n t i a l i r r e g u l a r i t i e s i n ABNH's sales 
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f a i l e d t o d i s c l o s e s u b s t a n t i a l i r r e g u l a r i t i e s i n ABNH's sales 

r e c o g n i t i o n p r a c t i c e s . 

b. CANTOR and h i s c o - c o n s p i r a t o r s caused t h e $6.9 

m i l l i o n MasterCard T r a n s a c t i o n t o be r e c o g n i z e d on t h e books and 

r e c o r d s o f ABN and ABNH as of December 31, 1997, even though most 

o f t h e merchandise i n q u e s t i o n was not completed as of t h a t d a t e . 

c. CANTOR and h i s c o - c o n s p i r a t o r s d e c e i v e d ABN's 

Independent A u d i t o r s , u s i n g methods t h a t i n c l u d e d f a l s i f y i n g and 

f a b r i c a t i n g documents, i n o r d e r t o conceal improper revenue 

r e c o g n i t i o n i n c o n n e c t i o n w i t h t h e MasterCard T r a n s a c t i o n and a v o i d 

d e t e c t i o n o f the scheme. 

OVERT ACTS 

34. I n f u r t h e r a n c e o f th e c o n s p i r a c y and t o e f f e c t i t s 

u n l a w f u l o b j e c t s , t h e f o l l o w i n g o v e r t a c t s , among o t h e r s , were 

committed i n the Southern D i s t r i c t of New York and elsewhere: 

a. I n or about January 1998, JOSHUA C. CANTOR, the 

def e n d a n t , and a c o - c o n s p i r a t o r n o t named h e r e i n as a defendant, 

backdated c e r t a i n s h i p p i n g r e c o r d s a t ABNH's o f f i c e s i n Elmsford, 

New York r e l a t i n g t o MasterCard holograms produced by the 

S u b c o n t r a c t o r . 

b. I n or about March 1998, JOSHUA C. CANTOR, the 

defe n d a n t , and c o - c o n s p i r a t o r s not named h e r e i n as defendants, 

s i g n e d a management r e p r e s e n t a t i o n l e t t e r addressed t o ABN's 
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Independent A u d i t o r s which t h e y knew t o c o n t a i n f a l s e statements 

r e g a r d i n g , among o t h e r t h i n g s , t h e MasterCard T r a n s a c t i o n . 

c. I n or about J u l y 1998, JOSHUA C. CANTOR, t h e 

defendant, and c o - c o n s p i r a t o r s n o t named h e r e i n as defendants, 

e f f e c t e d an IPO of ABNH s e c u r i t i e s and caused a r e g i s t r a t i o n 

s t atement t o be f i l e d w i t h t h e SEC which t h e y knew t o c o n t a i n f a l s e 

s t a t e m e n t s r e g a r d i n g ABNH's f i n a n c i a l performance i n c l u d i n g , among 

o t h e r t h i n g s , t h e MasterCard T r a n s a c t i o n . 

( T i t l e 18, U n i t e d S t a t e s Code, S e c t i o n 371). 

COUNT TWO 

(False Books And Records) 

The U n i t e d S t a t e s A t t o r n e y f u r t h e r charges: 

35. The a l l e g a t i o n s o f paragraphs 1 t h r o u g h 28, 33, and 

34 of t h i s I n f o r m a t i o n are r e p e a t e d and r e a l l e g e d as though f u l l y 

s et f o r t h h e r e i n . 

36. From i n or about l a t e 1996 t o i n or about December 

1998, i n t h e Southern D i s t r i c t o f New York and elsewhere, JOSHUA C. 

CANTOR, t h e defendant, u n l a w f u l l y , w i l l f u l l y , and knowingly, 

d i r e c t l y and i n d i r e c t l y , f a l s i f i e d and caused t o be f a l s i f i e d 

books, r e c o r d s , and accounts which, i n reasonable d e t a i l , 

a c c u r a t e l y and f a i r l y r e f l e c t e d t h e t r a n s a c t i o n s and d i s p o s i t i o n s 

o f t he assets o f ABN and ABNH, i s s u e r s w i t h c l a s s e s o f s e c u r i t i e s 
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o u t s t a n d i n g pursuant t o S e c t i o n 12 of t h e S e c u r i t i e s Exchange Act 

of 1934. 

( T i t l e 15, U n i t e d S t a t e s Code, Sec t i o n s 7 8 m ( b ) ( 2 ) ( A ) , 78m(b)(5) 
and 7 8 f f ; T i t l e 17, Code of Federal R e g u l a t i o n s , S e c t i o n 
240.13b2-l;and T i t l e 18, U n i t e d S t a t e s Code, S e c t i o n 2 ) . 

COUNT THREE 

(False Statements To A u d i t o r s ) 

The U n i t e d S t a t e s A t t o r n e y f u r t h e r charges: 

37. The a l l e g a t i o n s o f paragraphs 1 t h r o u g h 28, 33, and 

34 of t h i s I n f o r m a t i o n are rep e a t e d and r e a l l e g e d as though f u l l y 

set f o r t h h e r e i n . 

38. From i n or about January 1998 t o i n o r about J u l y 

1998, i n t h e Southern D i s t r i c t o f New York and elsewhere, JOSHUA C. 

CANTOR, t h e defendant, u n l a w f u l l y , w i l l f u l l y and knowingly, 

d i r e c t l y and i n d i r e c t l y , (a) made and caused t o be made m a t e r i a l l y 

f a l s e and m i s l e a d i n g s t a t e m e n t s ; and (b) o m i t t e d t o s t a t e , and 

caused o t h e r s t o omit t o s t a t e , m a t e r i a l f a c t s necessary i n order 

t o make statements made, i n l i g h t o f t h e circumstances under which 

they were made, not m i s l e a d i n g t o accountants i n c o n n e c t i o n w i t h 

( i ) a u d i t s and examin a t i o n s o f the f i n a n c i a l statements o f ABN, an 

i s s u e r r e g i s t e r e d p u r s u a n t t o s e c t i o n 12 o f t h e S e c u r i t i e s Exchange 

Act o f 1934; and ( i i ) t h e p r e p a r a t i o n and f i l i n g of documents and 

r e p o r t s r e q u i r e d t o be f i l e d w i t h t h e SEC pursuant t o r u l e s and 

r e g u l a t i o n s promulgated by t h e SEC. 

( T i t l e 15, U n i t e d S t a t e s Code, S e c t i o n s 7 8 m ( b ) ( l ) and 
7 8 f f ; T i t l e 17, Code o f Federal R e g u l a t i o n s , S e c t i o n 

240.13b2-2; and T i t l e 18, U n i t e d S t a t e s Code, S e c t i o n 2 ) . 
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COUNT FOUR 

(Conspiracy t o V i o l a t e F o r e i g n C o r r u p t P r a c t i c e s A ct) 

The U n i t e d S t a t e s A t t o r n e y f u r t h e r charges: 

39. The a l l e g a t i o n s o f paragraphs one t h r o u g h s i x of 

t h i s I n f o r m a t i o n are r e p e a t e d and r e a l l e g e d as though f u l l y set 

f o r t h h e r e i n . 

BACKGROUND 

40. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n , ABNH was 

a c o r p o r a t i o n i n c o r p o r a t e d under the laws o f the s t a t e o f Delaware 

w i t h i t s p r i n c i p a l p l a c e o f business i n E l m s f o r d , New York, and was 

a "domestic concern" as t h a t term i s d e f i n e d i n T i t l e 15, U n i t e d 

S t a t e s Code, S e c t i o n 78dd-2(h) (1) (B) . From on or about J u l y 13, 

1998, ABNH had a c l a s s o f s e c u r i t i e s r e g i s t e r e d pursuant t o . T i t l e 

15, U n i t e d S t a t e s Code, S e c t i o n 781 and, as such, was a l s o an 

" i s s u e r " as t h a t term i s d e f i n e d i n T i t l e 15, U n i t e d S t a t e s Code, 

S e c t i o n s 7 8 c ( a ) ( 8 ) and 7 8 d d - l ( a ) . 

41. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n , JOSHUA C. 

CANTOR, t h e defendant, was a c i t i z e n o f t h e U n i t e d S t a t e s and an 

o f f i c e r o f ABNH and, as such, was a "domestic concern" as t h a t term 

i s d e f i n e d i n T i t l e 15, U n i t e d S t a t e s Code, S e c t i o n 78dd-

2 ( h ) ( 1 ) ( A ) . F u r t h e r , as an o f f i c e r o f ABNH, CANTOR was, u n t i l on 

or about J u l y 14, 1998, an o f f i c e r o f a "domestic concern," and 

a f t e r on or about J u l y 14, 1998, was an o f f i c e r of an " i s s u e r , " as 
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those terms are d e f i n e d i n T i t l e 15, U n i t e d S t a t e s Code, Sec t i o n s 

7 8 c ( a ) ( 8 ) , 7 8 d d - l ( a ) , and 7 8 d d - 2 ( h ) ( 1 ) ( B ) . 

42. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n , a co

c o n s p i r a t o r n o t named h e r e i n as a defendant ( t h e "ABNH Sales 

Agent") r e s i d e d i n t h e U n i t e d Kingdom and served as a sa l e s agent 

f o r ABNH. I n t h a t c a p a c i t y , the ABNH Sales Agent sought t o arrange 

s a l e s o f holograms by ABNH t o v a r i o u s customers, i n c l u d i n g f o r e i g n 

governments. The ABNH Sales Agent was g e n e r a l l y compensated by 

ABNH t h r o u g h commissions on s a l e s t h a t he arranged. 

43. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n , t he Saudi 

A r a b i a n Monetary Agency ("SAMA") was an agency o f t h e Kingdom o f 

Saudi A r a b i a . 

44. At a l l times r e l e v a n t t o t h i s I n f o r m a t i o n a f o r e i g n 

o f f i c i a l o f t h e Kingdom o f Saudi A r a b i a ("the F o r e i g n O f f i c i a l " ) 

s erved as D i r e c t o r o f t h e Issues and V a u l t s Department o f SAMA and, 

as such, was a " f o r e i g n o f f i c i a l " as d e f i n e d i n T i t l e 15, U n i t e d 

S t a t e s Code, S e c t i o n s 7 8 d d - l ( f ) ( 1 ) and 7 8 d d - 2 ( h ) ( 2 ) . 

THE UNLAWFUL SCHEME 

45. From i n or about May 1998 u n t i l i n or about January 

1999, JOSHUA C. CANTOR, t h e defendant, and h i s c o - c o n s p i r a t o r s 

c a r r i e d out a scheme t o pay money t o the Fo r e i g n O f f i c i a l f o r t h e 

purpose o f e n a b l i n g ABNH t o o b t a i n and r e t a i n business w i t h SAMA. 

46. I n or about May 1998, t h e ABNH Sales Agent advised 

r e p r e s e n t a t i v e s o f ABNH t h a t SAMA was p l a n n i n g t o produce a s p e c i a l 
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commemorative banknote w i t h a hologram; t h a t ABNH was being g i v e n 

the o p p o r t u n i t y t o be t h e hologram s u p p l i e r , s u b j e c t t o the 

submission o f a c o m p e t i t i v e b i d ; and t h a t i f ABNH was awarded the 

c o n t r a c t and performed a c c e p t a b l y , i t would have a good chance t o 

o b t a i n f u t u r e , l u c r a t i v e b usiness from SAMA. 

47. I n or about May 1998, t h e ABNH Sales Agent a d v i s e d 

ABNH r e p r e s e n t a t i v e s t h a t ABNH's b i d would "need t o i n c l u d e an 

a d d i t i o n a l sum t o cover c o n s u l t a n c y f e e s . " JOSHUA C. CANTOR, the 

defendant, b e l i e v e d t h a t a t l e a s t a p o r t i o n o f the " c o n s u l t a n c y 

f e e " would be r e c e i v e d by one or more f o r e i g n government o f f i c i a l s 

a t SAMA i n o r d e r t o ensure t h a t ABNH was awarded t h e c o n t r a c t t o 

p r o v i d e holograms f o r t h e Saudi A r a b i a n commemorative banknote, and 

i n o r d e r t o enable ABNH t o r e c e i v e f u t u r e b usiness from SAMA. 

T h e r e a f t e r , i n or about May 1998, CANTOR and one or more co

c o n s p i r a t o r s not named h e r e i n as defendants approved a b i d f o r the 

commemorative banknote hologram t h a t i n c o r p o r a t e d a s u b s t a n t i a l 

" c o n s u l t a n c y f e e . " 

48. I n or about June 1998, ABNH's b i d was accepted on 

the Saudi A r a b i a n commemorative banknote p r o j e c t . I n or about 

September 1998, t he F o r e i g n O f f i c i a l approved a sample hologram 

s u p p l i e d by ABNH. T h e r e a f t e r , ABNH s u p p l i e d a p p r o x i m a t e l y 105 

m i l l i o n holograms i n c o n n e c t i o n w i t h t h e Saudi Arabian 

commemorative banknote p r o j e c t . 
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49. I n November 1998, t h e ABNH Sales Agent c o n t a c t e d 

ABNH r e g a r d i n g r e m i t t a n c e o f h i s commission and t h e " c o n s u l t a n c y 

f e e . " By memorandum dated November 4, 1998, t h e ABNH Sales Agent 

d i r e c t e d a r e p r e s e n t a t i v e o f ABNH t o f o r w a r d h i s commission, i n the 

amount o f $28,560, t o h i s p e r s o n a l bank account i n England. The 

November 4, 1998 memorandum s t a t e d t h a t t h e ABNH Sales Agent was 

s t i l l a w a i t i n g i n f o r m a t i o n from "my Saudi f r i e n d " r e g a r d i n g "the 

name and address t o which t h e c o n s u l t a n c y fees s h o u l d be 

t r a n s f e r r e d . " 

50. By memorandum dated November 16, 1998, t h e ABNH 

Sales Agent d i r e c t e d ABNH t o f o r w a r d t h e " c o n s u l t a n c y f e e , " i n t he 

amount o f $239,000, t o a Swiss bank account i n Geneva h e l d i n the 

name o f an e n t i t y c a l l e d "Satapco." On or about November 20, 1998, 

JOSHUA C. CANTOR, the defendant, approved payment o f the 

"c o n s u l t a n c y f e e . " On or about December 8, 1998, funds i n the 

amount o f $239,000 were t r a n s f e r r e d from an ABNH bank account i n 

New York t o the Satapco account i n S w i t z e r l a n d . 

51. The Fo r e i g n O f f i c i a l u l t i m a t e l y r e c e i v e d a t l e a s t a 

p o r t i o n o f the $239,000 " c o n s u l t a n c y f e e . " 

STATUTORY CHARGE  

The Conspiracy 

52. From i n or about May 1998 u n t i l i n or about January 

1999, i n the Southern D i s t r i c t o f New York and elsewhere, JOSHUA C. 

CANTOR, t h e defendant, and o t h e r s known and unknown, u n l a w f u l l y , 
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w i l f u l l y , and knowingly d i d combine, c o n s p i r e , c o n f e d e r a t e , and 

agree t o g e t h e r and w i t h o t h e r s t o commit an o f f e n s e a g a i n s t the 

U n i t e d S t a t e s , t o w i t , t o v i o l a t e t h e F o r e i g n C o r r u p t P r a c t i c e s Act 

of 1977, T i t l e 15, U n i t e d S t a t e s Code, Se c t i o n s 78dd-l ( a ) ( 1 ) and 

7 8 d d - 2 ( a ) ( 1 ) . 

53. I t was a p a r t and an o b j e c t of t h e c o n s p i r a c y , t h a t 

JOSHUA C. CANTOR, t h e defendant, b e i n g a domestic concern and an 

o f f i c e r o f an i s s u e r , and o t h e r s known and unknown, u n l a w f u l l y , 

w i l f u l l y and k n o w i n g l y , would and d i d use t h e m a i l s and o t h e r means 

and i n s t r u m e n t a l i t i e s of i n t e r s t a t e commerce, c o r r u p t l y i n 

f u r t h e r a n c e o f an o f f e r , payment, promise t o pay, and a u t h o r i z a t i o n 

of t h e payment o f money t o f o r e i g n o f f i c i a l s f o r t h e purposes of 

(a) i n f l u e n c i n g a c t s and d e c i s i o n s of such f o r e i g n o f f i c i a l s i n 

t h e i r o f f i c i a l c a p a c i t i e s , (b) i n d u c i n g such f o r e i g n o f f i c i a l s t o 

do and omit t o do a c t s i n v i o l a t i o n o f the l a w f u l d u t y of such 

o f f i c i a l s , (c) s e c u r i n g an improper advantage, and (d) i n d u c i n g 

such f o r e i g n o f f i c i a l s t o use t h e i r i n f l u e n c e w i t h f o r e i g n 

governments and i n s t r u m e n t a l i t i e s t h e r e o f t o a f f e c t and i n f l u e n c e 

a c t s and d e c i s i o n s o f such governments and i n s t r u m e n t a l i t i e s , i n 

o r d e r t o a s s i s t such domestic concern and i s s u e r i n o b t a i n i n g and 

r e t a i n i n g business f o r and w i t h , and d i r e c t i n g b u s i n e s s t o , any 

person. 
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Overt Acts 

54. I n f u r t h e r a n c e o f t h e c o n s p i r a c y and t o e f f e c t i t s 

u n l a w f u l o b j e c t , JOSHUA C. CANTOR, t h e defendant, and o t h e r s known 

and unknown, committed t h e f o l l o w i n g o v e r t a c t s i n t h e Southern 

D i s t r i c t o f New York and elsewhere: 

a. On or about May 20, 1998, the ABNH Sales Agent 

sent a f a c s i m i l e t o ABNH's o f f i c e s i n E l m s f o r d , New York r e g a r d i n g 

the Saudi A r a b i a n commemorative banknote p r o j e c t t h a t i n c l u d e d a 

" c o n s u l t a n c y f e e . " 

b. On or about May 27 , 1998, i n El m s f o r d , New 

York, CANTOR approved a b i d f o r t h e Saudi A r a b i a n commemorative 

banknote p r o j e c t . 

c. On or about November 4, 1998, t h e ABNH Sales 

Agent sent a f a c s i m i l e t o ABNH's o f f i c e s i n E l m s f o r d , New York 

r e g a r d i n g payment o f h i s commission and a " c o n s u l t a n c y f e e " i n 

c o n n e c t i o n w i t h t h e Saudi A r a b i a n commemorative banknote p r o j e c t . 

d. On or about November 16, 1998, t h e ABNH Sales 

Agent sent a f a c s i m i l e t o ABNH's o f f i c e s i n E l m s f o r d , New York 

r e g a r d i n g payment o f t h e " c o n s u l t a n c y f e e " i n c o n n e c t i o n w i t h t h e 

Saudi A r a b i a n commemorative banknote p r o j e c t . 

e. On or about November 20, 1998, i n El m s f o r d , 

New York, CANTOR approved payment o f a $239,000 " c o n s u l t a n c y f e e " 

i n c o n n e c t i o n w i t h t h e Saudi A r a b i a n commemorative banknote 

p r o j e c t . 
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f . On or about December 8, 1998, an ABNH 

employee d i r e c t e d an employee of Chase Manhattan Bank i n J e r i c h o , 

New York t o t r a n s f e r $239,000 from an ABNH account t o Account # 

47377V, i n t h e name o f "Satapco," a t C r e d i t A g r i c o l Indosuez, 

Geneva, S w i t z e r l a n d . 

( T i t l e 18, U n i t e d S t a t e s Code, S e c t i o n 371.) 

yL, \ \&SY 
MARY JO V^ITE ffU 
U n i t e d S t a t e s A t t o r n e y 
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