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AMERI CAN BUSI NESSMAN CHARGED
WTH $78 M LLION I N UNLAWFUL PAYMENTS TO KAZAKH
CFFIA ALS IN 6 O L TRANSACTI ONS; FORMER MOBI L CORP.
EXECUTI VE | NDI CTED FOR TAX EVASI ON | N KI CKBACK SCHENME

JAMES B. COVEY, the United States Attorney for the
Sout hern District of New York, announced the return of two
I ndi ctnents in the ongoing investigation relating to corruption
i n Kazakhstan. First, the Grand Jury today returned an
| ndi ct ment charging JAMES H G FFEN wi th maki ng nore than $78
mllion in unlawful paynents to two senior officials of the
Republ i ¢ of Kazakhstan in connection with six separate oil
transactions, in which the Anerican oil conpanies Mbil Ql,
Anmoco, Texaco and Phillips Petrol eum acquired val uable oil and
gas rights in Kazakhstan. Second, in a separate I|Indictnent
returned today, the Grand Jury charged forner senior Mbil QI
executive J. BRYAN WLLIAVS with evading taxes on a $2 mllion
ki ckback he received in connection with Mobil’s oil business in

Kazakhst an.



The G ffen | ndictnent

The G ffen Indictnent charges JAMES H G FFEN, the
Chai rman of Mercator Corporation, a small nmerchant bank with
of fices in New York and the Republic of Kazakhstan, w th making
illegal paynents to senior Kazakh officials in connection with
the follow ng transactions in which Gffen represented the
Republ i ¢ of Kazakhst an:
1) Mbil G1l’s 1996 purchase of a 25% share in the
Tengiz oil field;
(2) Mobil O1’s 1995 agreenent to finance the
processi ng and sal e of gas condensate fromthe
Kar achaganak oil and gas field;
(3) Anpco’s 1997 purchase of a share in the Caspian
Pi pel i ne Consortium
(4) Texaco and ot her oil conpani es’ purchase of a share
in the Karachaganak oil and gas field in 1998;
(5) Mobil and other oil conpanies’ 1998 purchase of
exploration rights in the Kazakh portion of the Caspian
Sea, and;
(6) Phillips Petroleum s 1998 purchase of Caspi an Sea
exploration rights.
According to the indictnment and the conplaint unseal ed
earlier this week, G FFEN and Mercator were advisors to the
Kazakh governnent on strategic planning, devel opnent of foreign

i nvestment and the negotiation of priority investnent projects



relating to the exploration, devel opnent, production,
transportation, and processing of oil and gas. d FFEN had the
title of counselor to the president. According to the charges,
in connection with its acquisition of rights to the Tengi z oi
field, Mbil oil agreed to pay the success fees owed by
Kazakhstan to G ffen and Mercator, and out of those fees, Gffen
made unl awful paynments of $22 million dollars to secret Sw ss
accounts beneficially owned by two high | evel Kazakh officials
(“Ko-1" and “KO-2").

In addition, according to the Indictnment, between 1995
and 2000, JAMES H. 4 FFEN, the defendant, caused approxi mately
$70 MIlion paid by various oil conpanies into escrow accounts
at Banque | ndosuez, a Swi ss bank and its successor, Credit
Agricol e I ndosuez ("CAI") in connection with the purchase of oi
and gas rights in Kazakhstan to be diverted into secret Sw ss
bank accounts under his control. These transfers were
purportedly for the purpose of paying CAl and Banque | ndosuez's
fees for the transactions. However, the Indictnment alleges that
CAl and Banque | ndosuez entered into a series of sham agreenents
pursuant to which approxi mately 90% of their fees were
transferred to secret accounts controlled by G ffen. Gffen
then used this noney to make additional unlawful paynents of

approximately $55 mllion to the two senior officials of the



Kazakh Government KO- 1 and KO-2 By transferring noney into secret
Swi ss accounts they beneficially owned.

The Indictnent alleges that KO1 and KO 2 used these
funds for a variety of personal purposes. Anmong ot her t hings,
the Indictnent alleges that KO 1 used the funds unlawful |y
provi ded by G FFEN to purchase nore than $180,000 in jewelry and
to pay for a stay at a Swiss spa, and KO-2 paid $45,000 to the
Excl usive Swi ss Hi gh School attended by his daughter. The
I ndi ct ment al so alleges that G FFEN hi nsel f kept a portion of the
funds diverted fromthe oil transactions, and spent sone of the
funds on luxury itens, including mllions of dollars in jewelry.
The Indictnent also alleges that G FFEN purchased |uxury itens
i ke an $80, 000 Donzi speedboat for a Kazakh official.

Gffen is also charged with making fal se statenents on
his personal tax returns by failing to disclose his interest in
and control over foreign bank accounts.

The I ndi ctnent charges that in nmaking these unl awf ul
paynents G ffen al so defrauded t he peopl e of Kazakhstan out of
t he honest services of its officials, defrauded the Republic of
Kazakhstan out of mllions of dollars fromthese oi
transactions, and | aundered noney to pronote and conceal his
crines. Gffen is charged with conmtting: 1 count of conspiring

to violate the Foreign Corrupt Practices Act (“FCPA’) and to



commit mail and wire fraud; 13 counts of violating the FCPA, 8
counts of wre fraud, 1 count of mail fraud, 1 count of
conspiring to conmt noney |aundering, 33 counts of nobney
| aundering, and 3 counts of filing fal se personal incone tax
returns.

The Indictnent al so seeks forfeiture from 3 FFEN of
$84.33 million including the contents of various bank accounts
here and abr oad.

| f convicted, G FFEN faces the foll ow ng puni shnments:

Statute Count s Descri ption Puni shnment per
count
18 USC 1 conspiracy to conmt |5 years
371 mail and wire fraud, |inprisonnent,
and to violate the $250, 000 fine (or
For ei gn Cor r upt twi ce the gross
Practices Act gain or loss from
(" FCPA") the offense), 3
years s.r., $100
S. a.
15 USC 13 vi ol ati on of the 5 years
78dd- 2 FCPA I npri sonmnent,
$250, 000 fine (or
twi ce the gross
gain or loss from
the offense), 3
years s.r., $100
S. a.




18 USC 8 Wre fraud 5 years

1343 I mpri sonnent,
$250, 000 fine (or
twi ce the gross
gain or loss from
the offense), 3
years s.r., $100
sS. a.

18 USC 1 Mai | fraud 5 years

1341 I npri sonnent,
$250, 000 fine (or
twi ce the gross
gain or loss from
the offense), 3
years s.r., $100
S. a.

18 USC 1 Money | aunderi ng 20 years

1956( h) conspi racy I npri sonnent,
$500, 000 fine (or
twi ce the val ue of
t he funds
| aundered), 3
years s.r., $100
sS. a.

18 USC 8 Money | aunderi ng 20 years

1956( a) ( I mpri sonment,

2) (A $500, 000 fine (or
twi ce the val ue of
t he funds
| aundered), 3
years s.r., $100
S. a.

18 USC 19 Money Launderi ng 20 years

1956( a) ( I mpri sonment,

b)(ii) $500, 000 fine (or

twi ce the val ue of
t he funds

| aundered), 3
years s.r., $100
S. a.




18 USC 8 Money Launderi ng 5 years

1957 I mpri sonnent,
$250, 000 fine (or
twi ce the gross
gain or loss from
the offense), 3
years s.r., $100

sS. a.
26 USC 3 Filing fal se tax 3 years
7206 returns I npri sonnent,

$100, 000 fine, 3
years s.r., $100
S. a.

The WIlianms | ndictnent

J. BRYAN WLLIAMS, a forner senior Mbil executive, is
charged with conspiring to defraud the United States, tax
evasion, and five counts of filing false tax returns.

According to the Indictnment, WLLIAVMS was sent by Mbil's
Chairman to finalize the negotiations with Kazakhstan regardi ng
Mobi | 's purchase for approximately $1 billion of a 25% i nterest
in the Tengiz oil field in 1996. According to the WLLIAVS
I ndi ctrent, after the Tengiz deal closed, Mbil paid $41 nmillion
to a New York merchant bank that represented the Republic of
Kazakhstan in the transaction. According to the WLLIAVS
| ndi ctment, the nerchant bank's President kicked back $2 million
of that paynment to WLLIAMS, by transferring noney through a
secret Swi ss bank account he controlled into a secret Swi ss bank

account WLLIAMS controlled. According to the WLLIAM
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indictment, WLLIAVS failed to report this paynment to the IRS or
pay taxes thereon, and filed false tax returns failing to
di scl ose his ownership of the offshore account.

WLLI AVS faces five years' inprisonnent on each count
of conspiring to defraud the United States and tax evasion, and a
fine on each count of the greater of $250,000 or tw ce the gross
gain or loss; and three years inprisonnment, and a fine of the
greater of $100,000 or twice the gross gain or |oss on each of
the five counts of filing false tax returns.

M. COMEY praised the efforts of the FBI in conducting
this investigation, which began in 2000 and thanked the Swi ss
authorities for their outstanding cooperation in this case.

M. COMEY said the investigation is continuing.

Assistant United States Attorney PETER G NEI MAN and
Speci al Counsel for International Litigation PH LIP UROFSKY from
t he Departnent of Justice's Fraud Section are in charge of the
prosecuti on.

The charges contained in the Indictnents are nerely
accusations, and the defendants are presuned i nnocent unless and
until proven guilty.
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