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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA
CASE NO. O7-60668-CIV-GOLD/TURN OFF

Eagletech Communications Inc., Catherine A.
Broadus, Jeffrey W. Broadus, and Michael Oles,

Plaintiffs,

V.

John Black; James Cavaliere; Michael T. Garbo;
Vincent Langella; Robert Montani; Alexander
Ricci; L. Vincent Roth II; Vincent Anthony
Zeccola; Tonino Labella; The Bank of New York
Company; Bear Stearns Securities Corp., Inc;
Citigroup, Inc.; Goldman Sachs Execution &
Clearing, L.P. f/k/a Spear, Leeds & Kellogg and
f/k/a First Options of Chicago, Inc.; Grady and
Hatch & Company, Inc.; Herzog Heine Geduld,
LLC; J. Alexander Securities, Inc.; J.E. Liss & Co.,
Inc.; J.P. Morgan Chase & Co.; Knight Equity
Markets, LP; Lewco Securities Corporation;
Madison Bank; Man Financial, Inc.; Merrill, Lynch,
Pierce, Fenner & Smith, Inc.,; NF Clearing, Inc.
d/b/a Fiserv Securities Inc.; Oscar Gruss & Sons,
‘Inc.; Prudential Equity Group, LLC f/k/a Prudential
Securities Incorporated; Schroder & Co., Inc.;
Tucker Anthony Incorporated, and 200 John Doe
defendants or their nominee entities, comprising
both individuals and corporations, collectively, -

Defendants.

PLAINTIFFES’ FIRST AMENDED COMPLAINT

Pursuant to Federal Rule of Civil Procedure 15, Plaintiffs Eaglétech Communications,
Inc. (“Bagletech”), Catherine A. Broadus, Jeffrey W. Broadus, and Michael Oles file their First

Amended Complaint (“FAC”) in this action.
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NATURE OF THE CASE

1. Plaintiffs Eagletech Communications, Inc., Catherine A.» Broadus, Jeffrey W.
Broadus, and Michael Oles bring this action because members of organized crime, brokerage
firms, securities clearing firms, banking institutions, and their various individual members,
officers, and employees participated in massive racketeering schemes that manipulated Eagletech
stock to create enormous illegal profits for the conspirators while, at the same time, destroying
Eagletech.

2. Numerous federal criminal and civil cases stemming from the largest undercover
FBI investigation ever undertaken into Mob-controlled securities operations have now revealed
that Eagletech waé only one of dozens of companies victimized by far-reaching, inter-related
racketeering conspiracies between several Wall Street institutions and the members and
associates of all five New York Mob families. The Mob used the U.S. Securities markets to
produce illicit profits just as they have used other methods to obtain illegal monies from fish
markets, gaming operations, pension échemes, garbage hauling, prostitution and drugs.
Regardless of the methods used to obtain the illegal prbﬁts, the goals and the workings of these
operations re the same, i.e., obtain easily ill fattens monies by any means necessary' to support
the Mob’s members and associates lavish life styles and, most importantly, support the continued
operations of organized crime.

3. Defendants herein include members of La Coéa Nostra, as well as individuals,
brokers, dealers, clearing firms, prime brokers, market makers and bankers who éonspiréd with
those criminals to unlavwfully and knowingly manipulate the price of Eagletech stock in
exchange for excessive fees, bribes, kickbacks, commissions, gifts, loans, money, and things of

value. Defendants’ actions constitute patterns of predicate crimes prohibited by both federal and
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state law includirig the transfer or transmittal in interstate commerce of money or property they
knew to have been stolen or converted, money laundering, and the illegal counterfeiting of shares
of Eagletech. Defendants are also liable under state law theories of negligence, negligence per
se, and civil conspiracy.

4, Plaintiffs bring this action under both federal and state law to recover the actual
and punitive damages to which they are entitled for the devastating manipulation of Eagletech

stock that destroyed the company and cost the public an efficient and noteworthy technology.

PLAINTIFFS’ FIRST AMENDED COMPLAINT ' PAGE 3 OF 95




Case 0:07-cv-60668-ASG  Document 84-1 Entered on FLSD Docket 10/02/2007 Page 4 of 48 -

TABLE OF CONTENTS

NATURE OF THE CASE ... oteteverteeereierestessssesieseesssss ot ssssssssassasasassesessssassesssssassnssssssssssssssssanses 2
JURISDICTION AND VENUE ......ooviietiererieressesteteeesessisissessesssssssssasassesessesesesssnssnsassssssasssssssness 5
RELEVANT PERIOD OF TIME ...ooiititeriereeeeereseeseestessessesissssressassssssassssssesssssssssanesstssasssnsssnsassas 5
THE CRIMINAL CHARGES BEHIND THE ACTION ....cccoiieiiiriniieencnneiesesies s 5
DOCUMENTARY BASIS FOR THE ACTION .............................. cerererteeeresrente st ten b aannes 7
PARTIES ooooeeeeeeeeeevevesevesssesseasesesssasesensessasassessssassesteseesessisssssnsernesestastasssesesssaseseousstissessunessanssssasass 10
L LAttt PAITIES. v eereveeeeeseeeseeeeeeseesreseeeseessasseesseessesasesansssasessaasaessabaesssss e e eatshassa bt ea s e s s s bt e s e e rans 10
CTL DEfEndant PAITIES ..ovveeeeeeeevecvereereesesessesseneesseesesssstestassssssssasassssseseescssetissssstesssssnssasnassasssssssens 10
A Non-Party Defendants........coeeeereieiienenneincscnininnnene, rererreesbeeeeeeeeaneeeses s raeearans 10

B. Individual DefendantS........cceveevreereereesrerseeeresiemsterisreessssrsessessstsssssseesisssss s aenans 13

C. Entity DEfENdantS. ....c.evuevrirerririeseiesistsscseises et 15

D. DOE DEFENAANTS . ..e.veeererireeereereerreraeasessesesseeeesisssestesesssrestesss st assesseestsesssaseassssssanes 22
FACTUAL ALLEGATIONS COMMON TO ALL CLATIMS eoreveeeeeeeeeesevrensssnesssassssssasssaeses .22
I. Background: Eagletech is Poised to Revolutionize Business Communications. ......ccoeeuevevene 22

II. The BMIG/VFS Racketeering Enterprise Steals the Wealth

Of EMEIrZINg COMPANIES ....vuvuvererrimsereresieriarssssmsesststienessise s sa ettt 23
A. Eagletech’s need for capital unwittingly leads it to La Cosa Nostra. .......cococeveee. 23
B. The BMIG/VFS Racketeering Enterprise Manipulates Eagletech Trading........25

C. John Dorocki, Randall Goulding, and their associates join up with the Mob
and begin their own manipulation of Eagletech to try and take it over. ................ 28
1. The Salomon directors knowingly hook up with the Mob ............ 29
2. The attempted takeover of Eagletech......covvvnnciicniiinnnn 31

3. The takeover plan hits a snag —

no shares to cover their short Sales .......eoieieeeinenneeniiiiniiinnnns 34

11L. The Role of the Clearing Firms, Prime Brokers and Financial Institutions

RACKELEETING EIEEIPTISE. ¢+t eeveettinneeeiaessiie s ettt et s b ettt 36
A.  The functions of clearing brokers, prime brokers, and market makers .................. 37
B. The essence of illegal naked shorting of StOCK ....cveeeiiviincnniiiiiiiie 37
C.  The modus operandi of the Clearing Firms, Prime Brokers and Financial
Institutions Racketeering ENterpriSe.......covevvermrenierinienienneieniisisiininnnniissesssenens 38
L. Lewco Securities/Schroder & Co./Bank of New YOrK...........c...... 42
2. John Black/Grady & Hatch/Man Financial/Fiserv............. L. 45
3. Knight Securities, Herzog Heine Geduld, and Merrill Lynch ....... 46

PLAINTIFFS’ FIRST AMENDED COMPLAINT PAGE 4 OF 95




Case 0:07-cv-60668-ASG  Document 84-1  Entered on FLSD Docket 10/02/2007 Page 5 of 48

4, J.E. Liss/Prudential SECUIIties. . .cuvveivrirrmirimiensensrsrrisiesenesinesianes 49
5. Papoutsis, Eisenschenk, Delphi Trading, Flip Firm, ’

First Options of Chicago and Knight Trading................coeeenee 49
5. Other PartiCiPANES........ceveverrieerrirsersnescii s 50
IV. The Money Launderers......coeeverereescsnennnas veessessessssssssestessesatsanentoseestietetetasstessesaseresasannsestsuns 50
A CHtiGIOUP/CHIDANK vecveevreierirerrererienssssssess sttt e 51

B.  Bank of Nova Scotia and its subsidiary, Scotiabank (Bahamas)
and MadiSon BanK ......c..oereveseremserunneessimsinnsisss s e .54
TOLLING OF THE STATUTE OF LIMITATIONS....c.coitieiinercnciiciinisnieinsnns s cessns 55
I EQUItable BSLOPDEL c.ccuuivuiimrrrrriissssssesssesisersscamssin s e 55
TI. EQUItADIE TOINEG «..vvvevrverrrserssessesessssensseirssesseiasssisse st st 56
QUCCESSOR LIABILITY ..ooviuiiieueresioreessessesesebossssensesssnasssssssosetesessssmotssssmsssssssssasssssssasssasssisssns 57
ALLEGATIONS RELATED TO THE FEDERAL CLAIMS ....ccoiniiiiiiiiiiiinnncsesnnennens 57
I. The BMIG/VES Racketeering Enterprise......oceeeevineniennnnns e 57
A.  The EnterpriSe PArtiCIPANLS ....cveveeuerseruseseseucmeiisieniiniissi sttt s 57
B. The Predicate CIIIMES . ..oooveevieeireeereeseeeessereesasssesssresssesssssssstestesstsssssssssssnsassssassasns 59
1. Transportation in interstate or foreign stolen COMMEICE ......ovvvrvsiucemcuecen. 59
2. MONEY 1aUNAEIING ....uvevrinrrrmrreriinienststseserse ittt e 59

3. Engaging in Monetary transaction in Property Derived
from Unlawful ACHVILY .. .vvneenenererneineareier et eeeeees 60
C.  The Pattern of Predicate CIIIMES ....ccurerruersuscseussiesismciinsisisisi st tcssscssnsissseeens 60
II. The Clearing Firms, Prime Brokers and Financial Institutions Racketeering Enterprise........ 62
A.  The Bnterprise PArtiCIPANLS ......oeveeuerieseesesersssisisiiinsiissisissst s 62
B.  The Predicate CIiIMes. ...cooerierereereerenreresesaessinsessessassessesnesesessesisassssssssseses oo 62
1. Transportation in interstate or foreign stolen COMMErCe .....cvvvevuveeerienesn. 63
2. Motiey 1aundering .......oouereerecrsecucusimsninernsssssssssesaes ereereee e eaeae e e erens 64

3. Engaging in monetary transactions in property derived
from UNIAWTUL  ACHVILY.cueveeeerereereeriitiinrrnneeer st 65
C.  The Pattern of Predicate CriImes ....c.cccviivernreimiieninieeieneiieriictesn s 66
CAUSES OF ACTION w..coiiiueevireereestseeessessessesssneessssssasssssssssssssstessstsssessnssssssssssssssnes reveenneresseens 67
PRAN ER . - oot e et et e e e e e e e eh e et ettt e n st 88

PLAINTIFFS’ FIRST AMENDED COMPLAINT PAGE 5 OF 95




Case 0:07-cv-60668-ASG  Document 84-1  Entered on FLSD Docket 10/02/2007 - Page 6 of 48

JURISDICTION AND VENUE

5. Jurisdiction is proper in this court pursuant to 18 U.S.C. § 1961 et seq (RICO),
and 28 U.S.C. §§ 1331 (federal question), 1337 (commerce), and 1367 (supplemental
* jurisdiction). Venue is proper under 18 U.S.C. § 1965 (RICO) and 28 U.S.C. § 1391 (venue

generally).

RELEVANT PERIOD OF TIME

6. The Relevant Period of Time for these claims for relief begins in August 1999 and
continues to this day as Defendants continue to actively engage in actions that allow the

manipulation of the price of stocks and conceal their activities.

THE CRIMINAL CHARGES BEHIND THE ACTION

7. Eagletech now knows that it was merely one of the dozens of companies
victimized by the conspiracies exposed by “Operation Uptick,” one of the largest undercover FBI
investigations in U.S. history. As Barry Goldsmith, the Execuﬁve Vice President of NASD
Regulation, Inc. testified to a Acongressional subcommittee, Operation Uptick unmasked far-
reaching inter-relationships between several Wall Street institutions and members and associates

of all five New York Mob families.

In June 2000, the U.S. Attorney for the Southern District of New York announced
criminal charges against 120 defendants named in 21 separate charging
documents, as part of “Operation Uptick.” The defendants included members and
associates of all five New York Mob families, and allegations that they controlled
or infiltrated several brokerage firms, including First Liberty Investment Group,
William Scott & Company, Bryn Mawr Investment Group, Monitor Investment
Group, Meyers Pollack & Robbins, and Atlantic General Financial Group. ... The
allegations included fraudulent Internet touting of stocks, fraudulent private
placements, pump and dump schemes, prearranged trades, bribes, “no net sales”
policies, and brokers being subjected to “beatings, 1nt1mldat10n an threats.”

! Testimony of Barry R. Goldsmith before the Finance and Hazardous Materials Subcommittee of the
House Commerce Committee on Organized Crime in the Securities Markets, September 13, 2000.
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8. Opération Uptick led to several criminal and civil cases involving the blatant.
mam'pulatién of several stocks;> manipulation facilitated by a racketeering conspiracy that (as
noted)'i‘ncluded John Black, G;ady & Hatch, Bryn Mawr Investment Group and Valley Forge
Securities (“‘BMIG/VFS”) — firms controlled by organized crime that were used to manipulate
the sale of Eagletech stock.’

DOCUMENTARY BASIS FOR THE ACTION

9. Eagletech knows about the direct and intentional participation of the racketeering
defendants only because a unique combination of events have given it access to information
never before obtained by a single entity. First, Eagletech has obtained the federal indictments,

civil actions, and plea agreements that show how the principals and brokers associated with the

2 E.g.,SECv. Labella, et al., No. 05-CIV-852 (D.N.J. filed Feb. 15, 2005); US v. Amato, et al., 1:00-CR-
00733 (S.D.N.Y. filed July 12, 2000); US v. Brigandi, et al., 1:00-CR-00630 (S.D.N.Y. filed June 14,
2000); US v. Cushing, et al., 1:00-CR-01098 (SD.N.Y. filed Oct. 11, 2000); US v. Dacunto, et al., 1:00-
CR-00620 (S.D.N.Y. filed June 14, 2000), US'v. Downing, et al., 1:00-CR-00555 (S.D.N.Y filed May 24,
2000); US v. Gasparik, et al., 1:00-CR-00650 (S.D.N.Y. filed June 14, 2000); US' v. Greyling et al., 1:00-
CR-00631 (S.D.N.Y. filed June 14, 2000), US v. Gladstone, et al., 1:00-CR-00652 (S.D.N.Y. filed June
14, 2000); US' v. LaBarbara, 1:00-CR-00835 (S.D.N.Y. filed Aug. 9, 2000); USv. Laken, et al., 1:00-CR-
00651 (S.D.N.Y. filed June 14, 2000); US v. Lugo, 1:00-MJ-01119 (S.D.N.Y. filed June 12, 2000); US v.
Lino, et al., 1:00-CR-00632 (S.D.N.Y June 14, 2000); US v. Tavolacci, et al., 1:00-CR-00554 (S.D.N.Y.
filed May 24, 2000); US v. Torregrossa, et al, 1:00-CR-00648 (SD.N.Y. filed June 14, 2000), US v.
Trippe, et al,, 1:00-CR-00585 (S.D.N.Y. May 31, 2000); US v. Vahab, 1:00-CR-01097 (S.D.N.Y. filed
Oct. 11, 2000); US'v. Wager, et al., 1:00-CR-00629 (S.D.N.Y. filed June 14, 2000), US v. Wolfson, et al.,
1:00-CR-00628 (S.D.N.Y. filed June 14, 2000); US v. Yilmaz, et al., 1:00-CR-00248 (SD.N.Y. filed Mar.
13, 2000); USv. Zayats, et al., 1:00-CR-00247 (S.D.N.Y. filed Mar. 13, 2000).

3 Those cases directly involving Bagletech include: Securities and Exchange Commission v. Labella,
Serubo, et al., 2:05-CV-00852 (D.N.J.) (Appendix A at 1); United States v. Labella, et al., 05-CR-87
(D.N.T.) (Appendix A at 27); United States v. Serubo, 05-CR-755 (D.N.J.) (Appendix A at 58); United
States v. Cavaliere, 05-CR-749 (D.N.J.) (Appendix A at 71); United States v. Montani, 05-CR-87
(D.N.J.) (Appendix A at 79); United States v. Ricci, 05-CR-422 (D.N.J.) (Appendix A at 98); United
States v. Garbo, 05-CR-87 (D.N.J.) (Appendix A at 107). Even this limited selection of civil and
criminal pleadings show other companies were targets of the conspiracies, including Select Media
(Appendix A at 7, 9-10, 13-21) and eContent (Appendix A at 65-68).
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BMIG/VES firms manipulated Eagletech stock through bribes, kjckbacks, and other illegal
activi’des.4 |
10.  Second, Eagletech has been uniquely able to obtain internal records of some of
the conspirators as well as documents and a key database from the U.S. Securities and Exchange
Commission (“SEC”) tilat have put it in a unique position to prosecute this action. In 2000, the
SEC subpoenaed broker—de.alers and clearing firms for information regarding the trading in
Eagletech stock in connection with an iﬁvestigation that culminated in the SEC filing an action
against Labella and his criminal network.” While opposing that effort, Eagletech obtained an
unusually large data set comprised of 49,479 investigatory documents and a data base containing
43,723 lines of data regarding Eagletech trades that broker-dealers had submitted to the SEC
(hereinafter the “SECD”). The SECD contains the names and addresses of the purchasers and
‘sellers of Eagletech shares and details the réported actiVity in Eagletech by broker-dealers and
their prime brokers/clearing firms.
11.  Third, Eagletech obtained ‘the internal books and records of the enterprise’s
. Bahamas operations, including its QuickBooks files, wire instructions, wire transfer receipts,
internal communications between the U.S. operations and the Béhamas, and documentation
showing the transfer and laundering of the illegal funds.
12.  Fourth, Eagletech obtained Equity Trade Journal data (“ETJ”) from the National
Association of Securities Dealers Automated Quotations system (“NASDAQ”) that gives trade-
by-trade information as reported to the public ‘marketplace.® The ETJ also provides the time of

the trades and in what capacity the entity is executing the trade: (a) as a Principal with its own

4 Appendix A. .
5 SECv. Labella, et al.., No. 05-CIV-852 (D.N.J. filed Feb. 15, 2005).
¢ Appendix E, Equity Trade Journal for Eagletech for Years 1999 through 2003.
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account at risk, (b) as a Risk-less Principal with the trade going through.its account but without.
- economic risk to the entity, or (¢) as an Agent with the trade being executed for another party.”

13. . Of critical importance, while the reported trade-by-trade data between these two
data sets'(the SECD and the ETJ) shoﬁld generally agree, they do not in the case of Eagletech.?
When the information provided by the brokerage and clearing firms to the SEC as contained in
the SECD is compared to that reported to‘the public marketplace as contained in the ETJ, the
information siéniﬁcantly differs between the two databases.

14.  Finally, Eagletech has also obtained broker-dealer records as well as Eagletech
stock ownership records from its transfer agent, as well as some records from the Depository
Trust & Clearing Corporation, and its subsidiary the Ngtional Securities Clearing Corporation

. (collectively “DTCC”). The DTCC is a holding company owned by its principal users (the
major U.S.. investment banks and brokerage houses) that through its subsidiaries (including the
NSCC) provides clearing, settlement, and information services for equities and other securities.”

15.  Only through the accumulation and analysis of the foregoing sources have
Plaintiffs been able to demonstrate the extent and impact of the racketeering conspiracies that,
acting in concert, caused, aided, and abetted the destructive manipulaﬁon of the stock of so many
companies — including Eagletech — and to provide the supporting documentation contained in the

Appendices hereto.

7 1d.

Appendix E, Equity Trade Journal for Eagletech.
The Depository Trust & Clearing Corporation, The US Model for Clearing and Settlement: An

Overview of DTCC at 1, 3 (April 2007).
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PARTIES

I. Piaintiff Parties

16.  Eagletech Communications, Inc. (“Eagletech”) is a Nevada corporation with its
principal place of business in Florida. |

17. | Catherine A. Broadus, an individual, is a citizen and resident of Flbrida, and is a
current or former owner of Eagietech common stock.

18. Jeffrey W. Broadus, an individual, is a citizen and resident of Florida, and is a
current or former owner of Eagletech common stock.

19.  Michael Oles, an individual, is a citizen and resident of New York, and is a
current or former owner of Eagletech common stock. |
II. Defendant Parties

A. Non-Party Defendants

20. Bryn Mawr Investment Group, Inc.,_ (“Bryﬁ Mawr”) was a Pennsylvania
corporation that acted as a securities broker-dealer offering a variety of brokerage services to
customers throughout the United States. Valley Forge Securities, Inc. (“Valley Forge™) was a
Pennsylvania corporation that was registered as a broker-dealer as well. Collectively over the
relevant period of time, the entities acted as one and will be referred to herein as “BMIG/VFS.”
BMIG/VFS had its headquarters in Rosemont, Pennsylvania, and maintained sales offices mn
Florida and New York. BMIG/VES was the main vehicle through which the manipulated trading
of Eagletech was undertaken and was one of the entities specifically noted as controlled by La
Cosa Nostra by the Justice Department in announcing Operation Uptick.

21.  Lloyds (Bahamas) Securities, Ltd. (“LBS”) was a Bahamian entity used by the

defendants to conceal their ownership of stock and the proceeds of the conspiracy. Lloyds
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