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UNITED STATES DISTRICT COURT .\"iit 100 ot

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 CORPORATION),
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 11, INC,,
ELEVEN-EIGHTY-FIVE, LP AND
STEADFAST MINISTRIES, INC.

Relief Defendants.
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IVIL ACTION

ASE NO. 1P01-0259-C-H/G

EXAMINER’S SECOND REPORT

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



("Report”) respecifully 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
a second status report on April 23, 2001. Pursuant to this Court’s order granting a brief

enlargement of time, the Examiner's second report is due on April 26, 2001.
BACKGROUND

3. The Examiner’s first report was filed on April 2, 2001.

4.~ OnMarch 9 and 23, 2001, the Defendants produced certain documents and
business banking records. The Examiner contends that the production to date has been -
insufficient, and that his investigation of the Defendanis’ and Relief Defendants’ financial
affairs has been hampered by the insufficient production.

5. 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 which is April 29, 2001.

6. 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.

7. On March 28, 2001, the Court approved the parties’ Agreed Order appointing
Receiver for All Assets and Interests of Relief Defendant Eleven-Eighty Five, LP (the
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“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.

1185'S DISCLOSURES TO THE RECEIVER

8. On April 6, 2001, 1185 sent the Receiver a six-page lefter identifying certain
of its assets. No supporting documentation was included. The letter disclosed the
existence of:

a) two bank accounts with a current balance totaling approximately $391.00;

b} a condominium located at 4150 Mt. Carmel Tobasco Road, #586, Cincinnati,

Ohio;

c) payments related to the purchase and improvement of real property located at

746 Stonehill Run, Cincinnati, Ohio, 4287 Wellington Drive, Cincinnati, Ohio, 13606

Meeker Road, Mt. Orab, Ohio, and 3566 Legendary Run, Cincinnati, Ohio;

d) vehicles titled in 1185's name, including a 1998 Chevrolet Corvette, 1998 Dodge

Viper, 2001 P.T. Cruiser, and 1986 Mercury Capri. With the exception of the 1986

Mercury Capri, it appears that the vehicles were financed in highly leveraged

transactions and 1185 has little, if any, equity in these motor vehicles;

e) five motor vehicles leased to 1185, including: 2000 Jaguar Van Dam Plus, 2000

Jaguar S-Type, 2001 Jaguar S-Type, 2001 Dodge Durango, and 1999 Chevrolet

Suburban. With the exception of the 2000 Jaguar Van Dam Plus (which may have

been subleased o another party), it appears that 1185 has no equity in the leased

vehicles; ’
f) a 2001 Baja Model 272 Mercruiser and trailer purchased by 1185 for Defendant

John E. Brinker's daughter, Julieanne Brinker; and

g) an alleged note payable to John E. Brinker, Jr., in which 1185 “may have an

interest.”

' The phrase used to describe the claim by outside counsel for 1185,
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9. To protect the interests of the 1185 receivership estate, the Receiver filed
copies of the order establishing the receivership in those judicial districts where it appears
1185 may possess or have concealed property (as required by 28 U.S.C. Section 754).

10. On April 12, 2001, 1185 advised the Receiver that it had abandoned certain
items of personal property at its former offices in the Eastgate Professional Office Park in
Cincinnati, Ohio. The Receiver is presently investigating the nature of the abandoned
property, as well as significant items of office equipment that were removed from 1185's
offices by John E. Brinker, Jr., Matt Powers, and several other employees of 1185. To date
very little of 1185's office equipment has been accounted for, and 1185 has not
acknowledged outright ownership of any equipment, or surrendered any office equipment
to the Receiver (despite demands that it do so). 1185 continues to stonewall the Receiver
by sending letters stating that it “may have an interestin” certain described equipment, but
seldom provides any evidence of such interest.

11. On Aprl 12, 2001, 1185 (or its related entity, Defendant Castelerock
Consulting, LLC) reneged on its earlier promise to provide the Examiner access to its
computers, maintaining instead that all relevant information had been provided via hard
copies. As noted in the Examiner's eartier report, it is inconceivable that a legitimate
business could have been operated with the records provided o the Examiner thus farand
the Examiner believes that the only reasonable conclusion is that the principals of 1185
have not been truthful about the state of their computer records.

12. 1185 made a supplemental disclosure on April 18, 2001. The disclosure
indicated that 1185 “may have an interest” in office furnishings and equipment located in
various locations, including the residences of Defendants Brinker and Bentz. 1185 also
disclosed the sale of 1957 Buick to Defendant Brinker's daughter, alleged notes payable
to 1185, and an equity interest in “Racing Beverages, Inc.”

13.  OnApril 18,2000, 1185 produced (for the first time) original check stubs from
one of its accounts, namely that maintained at Wells Fargo Bank in Carson City, Nevada.
Among other things, the stubs reveal substantial payments to Defendants Brinker and

Bentz.



14. A separate production on April 18, 2001 included offshore bank statements,
none of which appear to reflect a positive account balance.

15. On April 19, 2001, 1185 produced photocopies of its stock certificates in
Racing Beverages, Inc. The Receiver's independent investigation revealed that Racing

Beverages, Inc., was administratively dissolved by the Indiana Secretary of State in 1997.
BANK ACCOUNTS AND DEPOSITS

16. On March 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 since the Examiner’s first report is attached as Exhibit “A.”

17.  The accountants’ update to the preliminary report indicates that:

° Direct payments to John E. Brinker, Jr., Gary J. Bentz and theirimmediate relatives
amounted to at least $1.8 million.

° Payments related to the 1185 (Brinker) residence located on Stonehill Run in
Cincinnati, Ohio amounted to at least $900,000 (the first preliminary report
quantified these transfers at $834,000). '

® The Defendants have failed to produce records that should have been prepared and
maintained by any business. Such omissions include the lack of monthly bank
reconciliations, monthly financial statements, payroll records, investor lists and
accountings, detail supporting checks and wire transfers, general ledgers, and
federal, state, and property tax returns for each of the companies. '

® Exhibit “A” to the accountants’ report is a spreadsheet detailing activity at each of

the bank accounts identified at the present time.

IDENTIFICATION OF INVESTORS
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18. 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).

18.  Through a review of checks deposited into the Defendants’ bank accounts
and investor files the Examiner has already identified over 700 investors, and a further
review of business banking records as they become available is expected to result in the
identification of other investors.

20.  The Examinerhas created a spreadsheet identifying each investor by name,
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 “B.”
ASSET IDENTIFICATION

21.  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.

22. The Examiner's accountants have identified substantial wire transfers to
offshore financial institutions, including the First International Bank of Grenada (“FIB”).
FIB is now defunct and is being liquidated under the control of the Grenadian authorities.
Preliminarily, it appears that at least $7.3 million of investor funds were transferred to FIB.

Information relating to the liquidation of FIB may be accessed at: www.pwcgdlobal.com/brs-

fibg (a website maintained by the court—appointed liquidator, PriceWaterhouseCoopers).

SUMMARY AND ESTIMATED FINAL REPORT DATE

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. The
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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 29", 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 [nitial Status Report, and that the
Court order any other necessary relief that it may deem appropriate.

omes A. rﬁm/&’?—

esA Knauer, Exammer

rett R. Fleitz, Counsel fo Ex miner

Kroger, Gardis & Regas, L.L.P.
111 Monument Circle, Suite 900
Indianapolis, Indiana 46204-2152
(317) 692-9000

2 The Order provided that no third party discovery could be initiated for 60 days and the Examiner
has calculated that the period will expire on this date.

3 Upen the expiration of the discovery deadline on April 29", 2001, James Knauer acting as an
Examiner and a Receiver for 1185, anticipates undertaking substantial discovery of third parties whom he
believes have received transfers and have information about the operations of the Wellington Companies
and the activities of Messr's Brinker and Bentz and their family members.
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CERTIFICATE OF SERVICE

The undersigned hereby certifies 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 _Z2.# day of April, 2001:

Thomas J. Eme

United States Securities and Exchange Commission
500 West Madison Street

Suite 1400

Chicago, lllincis 60661-2511

John E. Brinker, Jr.
4287 Wellington Dr.
Cincinnati, OH 45245-1942

Gary J. Bentz

11961 Fallcreek Lane
Loveland, Ohio 45140-4809

. e

fes A. Knauer )

Kroger, Gardis & Regas, L.L.P.
111 Monument Circle, Suite 900
Indianapolis, Indiana 46204-2152
317-692-9000 - phone
317-264-6832 - fax
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Birk Cross Bell & Coulter, D.C.

CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS CONSULTANTS

Bradley 5. Bell, CPA Steven A_ Eichenberger, CPA 10 W. MARKET, 2300 MARKET TOWER » INDIANAPOLIS, IN 46204 » 317-633.4700
Jeffrey W. Birk, CPA Howard . Gross, CPA,CFP, ABY 300 5. MADISON, SUITE 210 « GREENWOOD, IN 46142 » 317-887-4072

Jeffrey L. Coulter, CPA Steven W. Reed, CPA, ABY FAX » 317-860-1065

April 25, 2001

Mr. James A. Knauer

Mr. Brett R. Fleitz

Kroger Gardis & Regas, LLP
Attorneys at Law

111 Monument Circle, Suite 900
Indianapolis, IN 46204

Re: Wellington Capital Holdings Ltd., Inc. and its related companies
Dear Jim and Brett: .

The following is an update to our preliminary report, which was filed on April 2, 2001.
Unfortunately, there has not been a large amount of new information since the date of our last
report.

* As discussed in our letter dated April 2, 2001, payments to Mr. John E. Brinker, Jr., Gary J.
Bentz and their relatives had amounted to $1.6 million. Based on additional information
received since the date of that report, this amount has been adjusted to $1.8 million. In
addition, payments related to the residence located on Stonehill Run Road, Cincinnati, Ohio
had originally been reported at $834,000. This amount has also increased, to approximately
$900,000. A revised detail of each bank account follows as Aftachment A.

e From the analysis of the Charles Schwab account, it appears there may have been investor
activity dating to May, 1997. During May, 1997 there were numerous deposits into the .
Charles Schwab account amounting to over $500,000. These deposits consisted of smaller
amounts — deposits for $10,000, $20,000, and $25,000 were noted. It appears these amounts
could be from potential investors based on the timing of deposits (numerous checks
deposited on one day) and the amounts of the deposits. Shortly thereafier, the entire balance
was withdrawn from the account through two checks made payable to Eleven Eighty-Five.

We currently do not have any records for Eleven Eighty-Five that date back to 1997.

As stated in our previous report, the information obtained from the defendants of the Wellington
Companies has been incomplete. For a company (companies) the size of the Wellington entities,
it appears that the following records shouid have been prepared and maintained by the
Wellington entities in order to conduct business in an appropriate manner:

Exhibit ‘.g___, :

Members: Division for CPA Firms American Institule of Cerified Public Accountonts



+ Mr. James A. Knauer
Mzr. Breft R. Fleitz
April 25, 2001

Page Two

Bank and investment statements for each account used by the Wellington Companies for each
month/period in which the accounts were open.

Detail supporting deposits and/or wire transfers into the bank and investment accounts,
including but not limited to copies of checks deposited, purpose of deposit (investment, etc.),
copies of wire transfer notifications received from banks at the time wires were made and
information regarding the purpose of the wire transfers.

Detail supporting checks and/or wire transfers out of the bank and investment accounts,
including but not limited to payee, check amount, check date, purpose of payment, copies of
wire transfer notifications received from banks at the time wires were made and information
regarding the purpose of the wire transfers.

Monthly bank reconciliations for each bank and investment account, showing deposits in transit,
outstanding checks, etc.

General ledger or the equivalent, showing the financial position of each of the Companies at a
given time. :

Monthly financial statements for each of the Companies.
Annual federal, state, and property tax returns for each of the Companies.
Payroll records for all employees of the Companies.

Listing of all investors of the Wellington Companies listing mvestor name, address, phone
number and social security number.

“Accounting” by investor, detailing amounts invested with the Wellington Companies (date of
investment, amount of investment, check number or other identifying information regarding
amount remitted by investor and investment purchased) and/or amounts paid by the Wellington
Companies to the investor (payee, check amount, check date and purpose of payment).

The Companies should have maintained this information either in “hard” form or by diskette.

As previously stated, the process of reconciling the various accounts and determining the sources
and uses of funds are currently incomplete.

Sincerely,

Kw)f/ Gt S5 B Wil

BIRK GROSS BELL & COULTER, P.C.
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1 |City, State Request Sent|Responded
2 |Coatesville, PA 19320 oty
3 |Knoxville, TN37924 | noneed| )
4_|Cincinngli, OH 45215 _ a5 4l
5 |Vevay,IN47020 15001} ]
Ancaster, Ontario Canada ¢
6 |LOG3IM4 501 42001
7_|Cincinnati, OH 45247 _ ansio1  3es01
8 Sl:r‘r!maﬂ.r M 47041 | _3nsm| 321101
9 |Sunman, IN 47041 3G 32101
10 [Sunman,IN47041 1 MS04| 0 YA
| 11 Burdingten, KY 41005 5 an3mm, 3/26/01
12 |Aurora, IN 47001 _oshsm) alzam
i
43 [Aurora, IN 47001 3NN 4120001
14 |Sevierville, TN 37862 3/15/01 3/30/01
15 [Moores Hill, IN 47032 | 31501 32501
16 {Sarasota, FL 34233 . 3hsion L
17 |Wilmingtan, QH 45177 \ 315101
18 [Vevay, INa7043 _osnsmtf 41201
19 |Cincinnati, OH 45247 o 3nsi L
20 |Cincinnati, OH 45247 o dnsml o a2
21 |Prospecl, KY 40058 | 3[15!01] 3268/
i ! |
22 | Germantown, MD 20874 _ 380t 3126001
23 [Dillshoro, IN 47018 Aot 4l
24 |Independence, KY 41018 3/15/01 3126101
25 |West Chester, OH 45069 _aser| o ansii
26 [Rising Sun, IN 47040 - 31501 Af201
27 1Satellite Beach, FL 32937 3161 412101
28 [Lawrenceburg, IN 47025 35101 3122101
29 |Bricknall, IN 47512 3/15/01 3123101




