UNITED STATES DISTRICT COURT Lo, e
SOUTHERN DISTRICT OF INDIANA ;

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,

Plaintiff,
V.

JOHN E. BRINKER, JR.,

GARY J. BENTZ,

CASTLEROCK CONSULTING, LLC,
GUARDIAN FIRST LIMITED, INC.

(A NEVADA CORPORATION),
GUARDIAN FIRST LIMITED, INC.

(A GRENADA CORPCRATION),
WELLINGTON BANK AND TRUST, LTD.,
WELLINGTON CAPITAL HOLDINGS,
LTD., INC.,

WELLINGTON CAPITAL HOLDINGS, LTD.,

WELLINGTON INTERNATIONAL
INVESTMENTS, INC.,

WELLINGTON FIRST INTERNATIONAL
INVESTMENTS, INC., AND ALL
SUBSEQUENTLY NUMBERED
WELLINGTON INTERNATIONAL
INVESTMENTS, INC. ENTITIES,

Defendants,
and
ALPHA ADVANTAGE I, INC.,
ELEVEN-EIGHTY-FIVE, LP AND
STEADFAST MINISTRIES, INC.

Relief Defendants.
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o o

ASE NO. 1P01-0259-C-H/G
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EXAMINER’S FIRST REPORT

James A. Knauer, the Examiner appointed in this cause, for his Initial Status Report



(“Report”) respectiully shows the Court as follows:

1. The undersigned was appointed as the Examiner in this cause on February
27, 2001 pursuant to the Order of Permanent Injunction and Other Equitable Relief (the
“Order”) entered by this Court on that date.

2. The Order appointing the Examiner directed that he should file with the Court
an initial status report on April 2, 2001.

BACKGROUND

3. The Examiner's review of this cause was in large part delayed until the
weekend of March 10, 2001, Although the Examiner had previously received some of the
Defendants’ banking records from the United States Securities and Exchange Commission
(“SEC”), pursuant to the Order, the Defendants were not obligated to produce any
business records or other documents relating to the Examiner’s investigation until Friday,
March 9, 2001.

4. Just prior to the close of business on March 9, 2001 the Defendants delivered
their first documents to the offices of the Examiner. This production included two banker's
boxes. One box contained investor files, arranged alphabetically from “A” to “G.” The
second box contained investor files ranging from “H” through “K.” No other investor files
were produced to the Examiner until March 26, 2001. The balance of documents in the
second box included corporate records and limited information concerning the Defendants’
bank accounts and transactions.

5.  On March 23, 2001 the Defendants produced what they described as their
“second submission of documents.” To date, notwithstanding the fact they have received
over $16.5 million dollars (see discussion in paragraph 12 below) and have utilized at least
twenty bank accounts, the Defendants have failed to produce a single check register or
other similar record. In response to the Examiner’s inquiries concerning the absence of
check registers, the Defendants have indirectly advised the Examiner’s counsel that the

check registers were destroyed “[ijn two (2) floods in the fall of 1999.” The Defendants
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have explained the absence of check registers following the “fioods” by representing that
checks were thereafter produced and recorded electronically, and that somé hard copies -
of records were produced on March 9, 2001. Other records (specifically those relating to
a major account maintained by Wellington at Wells Fargo Bank in Nevada) are aillegedly
in storage in South Carolina, and have been requested by the Examiner.

6. The Order did not require the production of any documents relating to the Relief
Defendants, nor did it require that any individual Defendant (as distinguished from the
Defendants who are some type of legal entity) produce documents relating to the
Examiner’s investigation. Moreover, the Order presently precludes the Examiner from
initiating any discovery to third parties except for financial institutions and investors until
sixty days following his appointment.

7. During the course of his investigation the Examiner learned that a lawsuit had
been initiated against Relief Defendant, Eleven Eighty-Five, LP 1o take possession of its
office headquarters and that other assets of this entity might be at risk of loss.

8. On March 21, 2001, the Court approved an Agreed Order Appointing
Receiver for Eleven-Eighty Five, LP. {“1185") which was consented to by 1185, The
Agreed Order established a receivership over two assets of 1185, namely a residence
located at 746 Stonehill Run, Cincinnati, Ohio {(occupied by Defendant John E. Brinker, Jr.),
and 1185's offices at the Eastgate Professional Office Park located at 4360 Ferguson
Drive, Cincinnati, Ohio.

9. On March 28, 2001, the Court approved the parties’ Agreed Orderappointing
Receiver for All Assets and Interests of Relief Defendant Eleven-Eighty Five, LP. (The
“Second Agreed Order”) The Second Agreed Order requires 1185 to provide the Receiver
with an initial listing of its assets and interests by April 9, 2001, and a complete listing no
later than April 18, 2001.

IDENTIFICATION OF THE DEFENDANTS AND RELIEF DEFENDANTS

10.  Through documents provided by the Defendants and available public records,
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the Examiner has begun to identify the legal status of and organizational information
relating to the Defendants and Relief Defendants (e.g., state of incorporation, registered
agent, officers, directors, stockhoiders or members and the like). The Examiner has
identified additional entities that are not presently parties to this action which he believes
are associated with the Defendants. A spreadsheet reflecting the investigation to date is
attached as Exhibit “A.”

BANK. ACCOUNTS AND DEPOSITS -

11.  OnMarch 5, 2001, this Court authorized the employment of the Birk, Gross,
Bell & Coulter as accountants for the Examiner. Shortly thereafter the accountants began
their review of the Defendants’ and Relief Defendants’ financial affairs (to the extent
possible given the documents then available). A report summarizing the accountants’
investigation thus far is attached as Exhibit “B.”

12.  The accountants’ prefiminary review indicates that:

° The Wellington companies maintained at least 20 bank and brokerage accounts;
of these, 12 were outside of the United States (the “Offshore Accounts”). -
] Transfers between these bank and brokerage accounts amount to at least $13

million since 1998.

® Investor deposits to the Wellington companies amounted|to approximately $16.5
million. Of this amount, at least $1.4 million consisted of retirement funds.

® Over $3.1 million of investor checks were sent directly to Offshore Accounts and did
not flow through US banks.

L Direct payments to John E. Brinker, Jr., Gary J. Bentz and their immediate relatives
amounted fo at least $1.6 million.

* Payments related to the 1185 (Brinker) residence located on Stonehill Run in
Cincinnati, Ohio amounted to at least $834,000.




IDENTIFICATION OF INVESTORS

13. At the inception of this case the SEC had identified 256 investors in eleven
states (see Complaint for Permanent Injunction and Other Equitable Relief filed in this
cause).

14. Through a review of checks deposited into the Defendants’ bank accounts
and the investor files A through K (as noted earlier, investor files L through Z were not
initially provided to the Examiner) the Examiner has already identified over 500 investors,
and a further review of business banking records as they become available is expected to
result in the identification of many other investors.

15.  Beginning on March 15, 2001, the Examiner provided written notice of these
proceedings to the approximately five hundred persons believed to be investors in one or
more of the entity Defendants. The notice explained the nature of this case, and requested
information concerning the nature and amount of the investment. A copy of the notice
letter is attached hereto as Exhibit “C.”

16.  The Examiner has created a spreadsheet identifying each investor by néme,
address, social security number, telephone number(s), facsimile number, e-mail address,
date notice was sent, and date of reply if applicable. In the interests of investor
confidentiality, a redacted version of the spreadsheet is attached hereto as Exhibit D"
which omits the names of the investors. Exhibit “D" represents a summary of the

responses received from the 277 investors who have responded to the Examiner's mailing.
SUMS RETURNED TO INVESTORS

17. In response to the Examiner's notice, certain investors voluntarily reported
the amount and nature of their investment. In addition, certain investors disclosed the
sums repaid to them by the Defendants. At the time of this Initial Status Report, the

investor forms returned to the Examiner’s office confirm that at least $10,058,995.67 was



invested with the Defendant(s), and $1,093,865.47 was returned to investors."
ASSET IDENTIFICATICN

18. The Examiner’s duties include an accounting of the uses to which investor
monies were put. At this time, bank replies to subpoenas issued by the Examiner reflect
nominal sums (less than $1,000.00) on deposit at domestic financial institutions. Certain
financial institutions have not yet responded to subpoenas.

19. The Examiner's accountants have identified substantial wire transfers to
offshore financial institutions, including the First International Bank of Grenada (“FIB”).
Upon information and belief, FIB is now defunct and being liquidated under the control of
the Grenadian authorities. Preliminarily, it appears that at l[east $7.3 was in investor funds
transferred to FIB.

20. At least $500,000 of the Defendants’ funds were transferred to “Asset
International/Gary Growden.” The restrictions in the Order which prevent the Examiner
from commencing third party discovery have prevenied the Examiner from further inquiry
concerning these funds. This leaves at least $8.9M unaccounted for at the time of this
report.

21.  The Examiner believes that large sums of investor monies were transferred
to 1185. 1185 is an Ohio Limited Partnership comprised of entities controlled by Defendant
John E. Brinker, Jr. and his family.

22. 1185 appears to have made substantial payments toward the purchase of
two or more residences, office equipment and furnishings, as well as numerous luxury
motor vehicles. Vehicles at one time (and possibly still) owned by 1185 include: a 1998
Cadillac Deville; 1957 Buick; 2000 Dodge Ram 1500; 2001 Chrysler PT Cruiser; 2000
Jaguar Vandem Plus; 2000 Jaguar S Type; 1986 Mercury Capri; 1998 Corvetie; 1998

''The Examiner's accountants have calculated the actual figure to be
$2,747,790.28 (see Birk, Gross, Bell and Coulter Report Exhibit “B”, page 3).
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Dodge Viper, and an Airstream Trailer.

The Receiver's investigation of 1185 is ongoing. However, in addition to the home
of Defendant Brinker, there appears to have been a loan made to Steve and Sharon
Westerkamp for at least $125,000.00 to enable the borrowers to purchase a home. A
subsequent lease and sublease were entered inio between 1185 and the Westerkamps
that required 1185 o pay an amount that would allow the Westerkamps to live in the home
with no apparent economic benefit to 1185.

23. The Examiner's preliminary investigation indicates that other Defendanis and
Relief Defendants owned or own motor vehicles, as follow: Steadfast Ministries: 2000
Dodge Grand Caravan; Gary Beniz: 2000 Chevy Corvetie, 2001 Honda Civic, 1987 Olds
Cierra, 1999 Chrysler LHS, 19988 GMC Savanna Cargo Van; John E. Brinker, Jr.: 1999
Chevy Suburban, 2001 Dodge truck.

24. Pursuant to the Order, 1185 was enjoined from:

transferring, selling, assigning, pledging, dissipating, concealing,
or otherwise disposing of in any manner, any funds, assets, accounts,
or other property belonging to [1185].

Order at para. VI{A).

SUMMARY

The Examiner has been hampered in his investigation due to the failure of the
Defendants to produce records of a type that are customarily kept by all businesses. There
are no check registers, floppy disks containing account information or accountings, and
very few profit and loss statements and balance sheets showing assets and liabilities.
Those produced appear to relate only to a single Defendant (Castlerock), and appear to
have been intemally prepared and thus of questionable value for forensic accounting
purposes. The investor records appear to be incomplete.

The Examiner has been advised that the Defendants, if deposed, will assert their

Fifth Amendment privilege against self-incrimination. The Examiner is precluded by the



terms of the Order from initiating third party discovery until April 26", 20012, Given the
state of the Defendants’ records, without the benefit of third party discovery, the task of
determining what assets the Defendants own or have interests in will be difficult, if not
impossible with any certainty. Absent significant additional information or records not
presently in the possession of the Examiner, your Examiner believes that no report of any

real value can be developed prior to June 15, 2001.

REQUEST FOR RELIEF

The Examiner requests that the Court approve his Initial Status Report, and that the
Court order any other necassary relief that it may deem appropriate.

James Knauer Exatniner

__Bfett R. Fleitz, Counsel to Exami

Kroger, Gardis & Regas, L.L.P.
111 Monument Circle, Suite 900
Indianapolis, Indiana 46204-2152

2 The Qrder provided that na third party discovery could be initiated for 60 days and the Examiner
has calcuiated that the period will expire on this date.
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CERTIFICATE OF SERVICE

The undersigned hereby ceriifies that the foregoing has been served upon the -
following parties by placing a copy of the same in the United States Mail, first class postage
pre-paid, on this _ day of April, 2001:

Thomas J. Eme

United States Securities and Exchange Commission
500 West Madison Street

Suite 1400

Chicago, lllinois 60661-2511

John E. Brinker, Jr.

4287 Wellington Dr.
Cincinnati, OH 45245-1942
Gary J. Bentz

11961 Fallcreek Lane
Loveland, Ohio 45140-4809

James . Knauerj

Kroger, Gardis & Regas, L.L.P.
111 Monument Circle, Suite 900
Indianapolis, Indiana 46204-2152



Company Name Address Phone Incorporation | Corporation FEIN People Assoclated with Business Additional Comments
Date 1D #
Alpha Advantage 51st Louthers Lane St. >Private Cffering Mema (CPA)
International Investmenis  [Gaeorge's, Grenada >memo states that company did not
Inc. (Nevls, West Indies) exist before memo
Alpha Advantage I, I, Ull, IV, JAlpha IV Addrass: 513-843-1221 7i20/2000 1172886 >Carol Brinker was named as an >To be owned by Eleven-Eighty-Five
V, Lid. (Ohio) 4355 Ferguson Drive {Chio} 1172887 Officer/Principle (V) Lid. (CPA}
Suite 190 1172888 >John Brinker - General Manager  {>This is a foreign corparation set up
Cincinnati, OH 45245 1172889 and Reg, Agent for selling gold investments. (CPA)
1172890 >Eleven Elghty-Five - General >These are LLC's set up to hold real
Pariner estate. >Alpha IV's
husiness description is real estate.
Alpha Advantage Il Inc. 3675 Pecos hMcleod, Sulte 12/10/98 28652-1998 >Nevada Registry Services Inc. - |>Different from LLC's above; it
(Nevada) 600 {Nevada) Reg. Agent (SOS) receives gold income to bring back intol
L.as Vegas, NV 89121 >Julleanne - President, Secretary, |[country from Alpha Intl. Only Alpha
and Treasurer (SOS) Advantage |l listed as Relisf
>Julle will be raturning fo Nevada  |Dafendants, not the entire Alpha
ance this is set up, while Feliciais  |Advantage International Invaestment,
replacing her in Grenada. (CPA) Inc. (GPA)
>Used {o be caligd Nifly Fifty that was
startad 11/98. (CPA)
Castlerock Consulting, LLC |4287 Wellington Dr. 513-943-1221 5/24/1989 1082300 31-1667020 |>Stephen L. Hood - Reg, agent >Eleven Eighty-five Limited
{Ohio) Cincinnati, OH 452485; (Ohio) >John Brinker - Listed phone Partnership made an inilial confribution
>Juligann Brinker - General Partner, [of $100.00 fo Castlerock. Now it has
5/17/99 {CPA) 100% cwnership (Exhibit A),
>Kevin Hopper - Attorney for John  |>Check from Castlerock Consulting
Brinker made out to Sandy Harbottle for
>Eleven Eighty-Five - Sois Member, [$945.00 for overlime, signed by Gary
§/24/99 (CPA) Benfz.
>Carel Brinker made out a check to [>Total fiabilities and equity as of
] Key Bank In the amount of 8/14/2000 is $311,520,23.
s $13,032.68.
Cherry Lane Management, N 5/26/1999 1079080¢ | 31-1657021 {>Julieann Brinker - President, >General Partner of Elaven Elghty-
Inc. {Ohio}) {Ohio) 8/25/98 (CPA) and Reg. Agant Fiva, 8/12/89 (CPA)
{808}

EXHIBIT
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Las Vegas, NV 89119

Company Name Address Phone Incorporation | Gorporation FEIN People Associated with Business Additional Comments
Date D #
Eleven Eighty-Five, LP >4355 Ferfuson Drive, 513-943-1221 5124199 31-1475595 |8/12/99 {CPA) >0Owns Alpha Advanlaga International

Suile 180 >Cherry Lane Management, Inc. - [Investment, Inc,

Cincinnatl, OH 45245 General Pariner >Has 100% ownership of Castlerock

>4287 Wellington Drive >Carol J. Brinker ~ President Consulting, LLC.

Cincinnati, OH 45245 >Julicann Brinker - Limited Partner {>Bought property from John Andes
>Kelly Hudson - Limited Partner warth $850,000.00 for personal
>John E. Brinker - Manager rasidence. Total assests:

$2,650,478.00 as of 10/03/2000.
>Weliington house: 3 loans—
Assoclates, Melster and John Andes,
>General Pariner of Alpha Advandage
-}V {CPA)
>Sole Mamber of Castlerock
Consulting, LLC, 5/24/99 {CPA)
Emerald Gate Holdings, LLC(4287 Wellington Dr. 513-943-1299 11/16/1999 1116445 >Gary Bentz - Regestered Agent  |>Listed as references: Mike Little,
{Ohio) Cincinnati, OH 45245; (Ohio) >John E. Brirker, Jr. - Director Wayne Daugherty, Len Eckseln, Bill
>8cott A. Mann - Director Slayback, David and Pam Owens, Joe
Sterbling, Barbara Cooper
First International Bank of  |>Chester John Agency 473-444-3039 >Alleen Goodwin signed a >Reg. Agent of Wellington Capitai
Granada, Ltd. Building, Young St., memorandum on thelr behalf {CPA) jHoldings, Ltd. {Grenada)

8t, George's, Granada . >Jean Paryag signed a >Reg. Agent of several Wellington

>Grande Anse Shopping memorandum on their bahalf (CPA) |First - Thirty First International

Complex, Suite 5, Investments, Inc.

Granda Anse, Granada

Granite Holdings Ltd. >subserber of Wellington Capital
Holdings, Lid. (Grenada) (CPA})
Granite Registry Services 473-444-1207 >Tedd R, St, Louis - Diractor >Reg. Agent and Director of several
Corp. Wellington First - Thirty First
Intemational Invastments, inc, (CPA}
Guardian First Limited, Inc, [Grand Anse, 11/8/2000 =81, Louis & St. Louis, Altorneys at [>St. Louls and 8t. Louis made
(Grenada) 8t. George's, Grenada, (Grenada) Law - Reg. Agent payment of $625.00 o the Grenada
West Indies >Raselyn Hull - Administrative International Financial Services
Asslstant 11/2/00(CPA) Autharity for Name Search and
Incorporation of Company.
Guardian First Limited, (nc. {1801 E. Flamingo Road, 12/15/00 33611-2000 >Navada Reglstry Services inc. -
(Nevada) Sulte 20 (Navada) Reg. Agent (S08)

Mevada Business Services

>B75 Fairview Drive,
Suite 246
Carson City, NV 89701

>Registered Agent of Wellington
Capital Holdings Ltd., Inc.




PO Box CB-13039
Nagsau, Bahamas

Company Name Address Phone Incerporation | Corporation FEIN Paople Associated with Business Additional Commants
Date 1D #
Sleadfast Ministries, Inc. 1039 Annapolis Ave 9/24/1984 641745 >Lisa B. Refiner - Incorporator >Domestic Church.
{Ohig) Akron, OH 44310 {Ohio) and >Kevin Well - Reg. Agent >Vehicle registered to Julle David Antil

4287 Weliington Drive 9/21/00 1182369 and at this address. Honda Civic LX.

Cincinnati, OH 45245 (Ohio) >John Brinker - Req. Agent >Funded from Castlarock and

1185.{CPA}

>Applied for 501 (C)(3) family ministry

to suppoit relired ministries,(CPA)
Weflington Bank and Trust, [>The MulualiiransNEMWIL | 473-444-3937 1411571999 >Teddy R. 5t. Lovis - Reg. agent  |>Used to he named Wellingten Capital
Ltd. (Granada) Office complex, The Villa, St (Grenada} >Registered Agent was changed  |Trust, LTD. Name changs occurred on

QGeorge's, Grenada, West 02/04/1999 from First International Bank of 11/15{1999.

Indles. (Grenada} Grenada o Granle Registry >Capital of this company is $50,000.00

»U/sed to be localed al Suite Services Carp, divided Into 5000 shares, (CPA)

5, Grande Anse Cenlre,

Grande Anse, Grenada,

West Indies

’Weﬁngwn Capltal Holdings [>675 Fairview Drive, 513-843-1221 3/9M1998 4835-1998 | 31-1590280 [>John Brinker - President >Records on file in the office of the
Limited Inc, (Nevada) | Suite 246 {Nevada) >Gary Bantz - Secratary and Secretary of State of the State of

Cargon City, NV 88704 revoked Treasurer Nevada. Registered siock of

=4287 Wellington Drive 12/1/1999 >Nevada Business Services - Reg. [$25,000.00. (CPA)

Cincinnatl, OH 45245 Agent >Two chacks were written 03/16/1988
>Nancy Lake - First Director, 1o Nevada Business Services ($20.00)
resignad and to the Secretary of State of
>Mary Anne Dickens - First Nevada ($85.00). (CFA)

Incarporator >Gary Beniz and John Brikner opened
>Eleven Eighty-Five - Owner{CPA) |a Navada bank account with Swiss
American Bank, Ltd. Two full service
ATM cards were issuad to each signer
{CPA}
Wallington Capltal Holdings, |>55 Fredrick St 12741997 >Howard Lawrence & Associates  [>On 01/21/2000, Registrar gensral of
Lid. {Bahamas} PO Box N-7511 {Bahamas) Limited - Reg. Agant (CPA} the Bahamas signed a Certificate of
MNassau, Bahamas >Howard A, and Kitty M. Lawrence - |Good Standing for this business
>55 Fadrick St. Subscribers 12/04/1997 (CPA)




