
T
UNITED STATES DISTRICTCOUR-t:@@''@i'
SOUTHR-RN DISTRICT OF INDIANA

01 APR @46 PH 4:05

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,
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L

Plaintiff,

V. CIVILACTION

JOHN E.BRINKER, JR., )CASE NO. IP01-0259-C-HIG
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.

ReliefDefendants.

EXAMINER'S SECOND REPORT

James A. Knauer, the Examiner appointedinthiscause, forhisSecond Report



('Report")respectfullyshows theCourtas follows:

1 . The undersignedwas appointedas the Examiner inthiscause on February

27,2001 pursuanttothe Order ofPermanent Injunctionand OtherEquitableRelief(the

"Order')enteredby thisCourton thatdate.

2. The OrderappointingtheExaminer directedthathe shouldfilewiththeCourt

a second statusreporton April23,2001. PursuanttothisCourt'sordergrantinga brief

enlargementoftime,the Examiner'ssecond reportisdue on April26,2001.

BACKGROUND

3. The Examiner'sfirstreportwas filedon April2,2001.

4. On March 9 and 23,2001,theDefendantsproduced certaindocuments and

businessbankingrecords.The Examiner contendsthattheproductiontodatehas been

insufficient,and thathisinvestigationoftheDefendants'andReliefDefendants'financial

affairshas been hampered by theinsufficientproduction.

5. The Order didnotrequiretheproductionofany documents relatingtothe

ReliefDefendants,nordiditrequirethatany individualDefendant(asdistinguishedfrom

the Defendantswho are some typeoflegalentity)produce documents relatingtothe

Examiner'sinvestigation.Moreover,the Order presentlyprecludesthe Examiner from

initiatingany discoverytothirdpartiesexceptforfinancialinstitutionsand investorsuntil

sixtydays followinghisappointmentwhich isApril29,2001.

6. On March 21, 2001, the Court approved an Agreed Order Appointing

Receiver for Eleven-C-ightyFive, LP ("I185") which was consented to by I185. The

Agreed Order establisheda receivershipovertwo assetsof 1185, namely a residence

locatedat746StonehillRun,Cincinnati,Ohio (occupiedbyDefendantJohn E.Brinker,Jr.),

and 1185'sofficesat the EastgateProfessionalOfficePark locatedat 4360 Ferguson

Drive,Cincinnati,Ohio.

7. On March28,2001,theCourtapprovedthe parties'Agreed0rderappointing

Receiver forAll Assets and Interestsof Relief Defendant Eleven-Eighty Five, LP (the
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"Second Agreed Order").The Second Agreed OrderrequiresI185 toprovidetheReceiver

withan initiallistingofitsassetsand interestsby April9,2001,and a complete listingno

laterthanApril18,2001.

1185'S DISCLOSURES TO THE RECEIVER

8. On April6,2001,1185 senttheReceivera six-pageletteridentifyingcertain

of itsassets. No supportingdocumentationwas included.The letterdisclosedthe

existenceof:

a)two bank accountswitha currentbalancetotalingapproximately$391.00;

b) a condominium locatedat4150 Mt.Carmel Tobasco Road, #586, Cincinnati,

Ohio;

c) payments relatedtothepurchaseand improvementofrealpropertylocatedat

746 StonehillRun, Cincinnati,Ohio,4287 WellingtonDrive,Cincinnati,Ohio,13606

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

d)vehiclestitledin1185'sname, includinga 1998 ChevroletCorvette,1998 Dodge

Viper,2001 P.T.Cruiser,and'i986 MercuryCapri.Withtheexceptionofthe1986

Mercury Capri,itappears thatthe vehicleswere financedinhighlyleveraged

transactionsand I185 has little,ifany,equityinthese motorvehicles;

e)fivemotor vehicles[easedto1185,including:2000 Jaguar Van Dam Plus,2000

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

Suburban. Withtheexceptionofthe2000 JaguarVan Dam Plus(whichmay have

been subleasedtoanotherparty),itappears that1185 has no equityinthe leased

vehicles;

f)a 2001 BajaModel 272 Mercruiserand trailerpurchased by I185 forDefendant

John E. Brinker'sdaughter,JulieanneBrinker;and

g) an allegednotepayabletoJohn E.Brinker,Jr.,inwhich 1185 'may have an

interest."'

'The phrase used todescribetheclaim by outsidecounsel for1185.
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9. To protectthe interestsofthe 1185 receivershipestate,the Receiver filed

copiesofthe orderestablishingthe receivershipinthosejudicialdistrictswhere itappears

1185 may possess orhave concealed property(asrequiredby 28 U.S.C.Section754).

10. On April12,2001, 1185 advisedthe Receiverthatithad abandoned certain

itemsofpersonalpropertyatitsformerofficesinthe EastgateProfessionalOfficePark in

Cincinnati,Ohio. The Receiverispresentlyinvestigatingthe natureof the abandoned

property,as wellas significantitemsofofficeequipment thatwere removed from 1185's

officesby John E.Brinker,Jr.,Matt Powers, and severalotheremployees of1185.To date

very littleof 1185'sofficeequipment has been accounted for,and 1185 has not

acknowledged outrightownership ofany equipment,orsurrenderedany officeequipment

totheReceiver (despitedemands thatitdo so).1185 continuestostonewalltheReceiver

by sending lettersstatingthatit"may have an interestin"certaindescribedequipment,but

seldom providesany evidence ofsuch interest.

11. On April12, 2001, 1185 (oritsrelatedentity,Defendant Castelerock

Consulting,LLC) reneged on itsearlierpromiseto providethe Examiner access to its

computers,maintaininginsteadthatallrelevantinformationhad been providedviahard

copies.As noted inthe Examiner'searlierreport,itisinconceivablethata legitimate

businesscouldhave been operatedwiththe recordsprovidedtothe Examinerthus farand

the Examiner believesthattheonlyreasonableconclusionisthatthe principalsof 1185

have notbeen truthfulabout the stateoftheircomputer records.

12. 1185 made a supplementaldisclosureon April18,2001. The disclosure

indicatedthat1185 "may have an interest"inofficefurnishingsand equipment locatedin

variouslocations,includingthe residencesofDefendants Brinkerand Bentz. 1185 also

disclosedthesaleof1957 BuicktoDefendant Brinker'sdaughter,allegednotes'payable

to 1185, and an equityinterestin"Racing Beverages, Inc."

13. On April18,2000,1185 produced (forthefirsttime)originalcheck stubsfrom

one ofitsaccounts,namely thatmaintainedatWells Fargo Bank inCarson City,Nevada.

Among otherthings,the stubs revealsubstantialpayments to Defendants Brinkerand

Bentz.
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14. A separateproductionon April18,2001 includedoffshorebank statements,

none ofwhich appear toreflecta positiveaccountbalance.

15. On April19,2001, 1185 produced photocopiesof itsstockcertificatesin

Racing Beverages, Inc.The Receiver'sindependentinvestigationrevealedthatRacing

Beverages,Inc.,was administrativelydissolvedby theIndianaSecretaryofStatein1997.

BANK ACCOUNTS AND DEPOSITS

16. On March 5,2001,thisCourtauthorizedtheemployment oftheBirk,Gross,

Bell& Coulteras accountantsfortheExaminer. Shortlythereaftertheaccountantsbegan

theirreviewofthe Defendants'and ReliefDefendants'financialaffairs(tothe extent

possiblegiventhedocuments thenavailable).A reportsummarizingtheaccountants'

investigationsincethe Examiner'sfirstreportisattachedas Exhibit"A."

17. The accountants'update tothe preliminaryreportindicatesthat:

Directpayments toJohn E.Brinker,Jr.,Gary J.Bentzand theirimmediaterelatives

amounted toatleast$1.8million.

Payments relatedto the 1185 (Brinker)residencelocatedon StonehillRun in

Cincinnati,Ohio amounted to at least$900,000 (thefirstpreliminaryreport

quantifiedthesetransfersat$834,000).

The Defendantshave failedtoproduce recordsthatshouldhave been preparedand

maintainedby any business.Such omissionsincludethelackofmonthlybank

reconciliations,monthlyfinancialstatements,payrollrecords,investorlistsand

accountings,detailsupportingchecks and wiretransfers,generalledgers,and

federal,state,and propertytaxreturnsforeach ofthecompanies.

Exhibit"A"totheaccountants'reportisa spreadsheetdetailingactivityateach of

thebank accountsidentifiedatthepresenttime.

IDENTIILICATION OF INVESTORS
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18. At the inceptionofthiscase the SEC had identified256 investorsineleven

states(see ComplaintforPermanent Injunctionand Other EquitableRelieffiledinthis

cause).

19. Through a reviewofchecks depositedintotheDefendants'bank accounts

and investorfilestheExaminer has alreadyidentifiedover 700 investors,and a further

reviewofbusinessbankingrecordsas theybecome availableisexpectedtoresultinthe

identificationofotherinvestors.

20. The Examinerhas createda spreadsheetidentifyingeach investorby name,

address,socialsecuritynumber,telephonenumber(s),facsimilenumber,e-mailaddress,

date noticewas sent,and date of replyifapplicable.In the interestsof investor

confidentiality,a redactedversionofthespreadsheetisattachedheretoas Exhibit"B."

ASSET IDENTIFICATION

21@ The Examiner'sdutiesincludean accountingoftheuses towhich investor

monies were put.At thistime,bank repliestosubpoenas issuedby theExaminer reflect

nominalsums (lessthan$1,000.00)on depositatdomesticfinancialinstitutions.Certain

financialinstitutionshave notyetresponded tosubpoenas.

22. The Examiners accountantshave identifiedsubstantialwiretransfersto

offshorefinancialinstitutions,includingtheFirstInternationalBank ofGrenada ("FIB").

FIB isnow defunctand isbeingliquidatedunderthecontrolofthe Grenadian authorities.

Preliminarily,itappearsthatatleast$7.3millionofinvestorfundswere transferredtoFIB.

InformationrelatingtotheliquidationofFIB may be accessed at:www.pwcqlobal.com/brs-

fibq(awebsitemaintainedby the court-appointedliquidator,PriceWaterhouseCoopers).

SUMMARY AND ESTIMATED FINAL REPORT DATE

The Examiner has been hampered inhisinvestigationdue tothe failureof the

Defendantstoproduce recordsofa typethatare customarilykeptby allbusinesses.The
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Examiner has been advisedthatthe Defendants,ifdeposed,willasserttheirFifth

Amendment privilegeagainstself-incrimination.The Examinerisprecludedby theterms

oftheOrderfrom initiatingthirdpartydiscoveryuntilApril29',2001'. Given thestateof

theDefendants'records,withoutthebenefitofthirdpartydiscovery,thetaskofdetermining

what assetsthe Defendantsown orhave interestsinwillbe difficult,ifnotimpossiblewith

any certainty.

Absent significantadditionalinformationorrecordsnotpresentlyinthe possession

oftheExaminer,yourExaminer believesthatno reportofany realvaluecan be developed

priortoJune 15,200l.'

REQUEST FOR RELIEF

The ExaminerrequeststhattheCourtapprovehisInitialStatusReport,and thatthe
Courtorderany othernecessaryreliefthatitmay deem appropriate.

ee@,a,@14. 94.9-
r,Examiner

-sr'eitR.Fi@itz,Counsel

!!@

miner

Kroger, Gardis & Regas, L.L.P.
I11 Monument Circle,Suite900
Indianapolis,Indiana46204-2152
(317)692-9000

' The Order providedthatno thirdpartydiscoverycouldbe initiatedfor60 days and the Examiner
has calculatedthatthe periodwillexpireon thisdate.

3 Upon the expirationofthediscoverydeadlineon April29'h,2001,James Knauer actingas an
Examiner and a Receiverfor1185,anticipatesundertakingsubstantialdiscoveryofthirdpartieswhom he
believeshave receivedtransfersand have informationabouttheoperationsof theWellingtonCompanies
and the activitiesof Messr'sBrinkerand Bentzand theirfamilymembers.
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CERTIFICATE OF SERVICE

The undersignedherebycertifiesthatthe foregoinghas been servedupon the
followingpartiesby placinga copy ofthesame intheUnitedStatesMail,firstclasspostage
pre-paid,on this2.,,ladayofApril,2001:

Thomas J.Eme
UnitedStatesSecuritiesand Exchange Commission
500 West Madison Street
Suite1400
Chicago,Illinois60661-2511

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

Gary J.Bentz
11961 FailcreekLane
Loveland,Ohio 45140-4809

..@@mes A. [@nauer

Kroger, Gardis & Regas, L.L.P.
III Monument Circle,Suite 900
Indianapolis,Indiana46204-2152
317-692-9000 -phone
317-264-6832 -fax



BirkGroas bcfl0 Coi@Lc-,r,D.C.
CERTIFIED PUBLIC ACCOUNTANTS / BUSINESS CONSULTANTS

BradleyS.Bell,CPA StevenA.Eichenberger,CPA 10 W.MARKET,2300.'vMKETTOWER -INDIANAFIOUS,IN46204 - 317.6@74700
JeffreyW Birk,CPA Howard 1.Gross,CPACFP, ABV 300 S.MADISOR SUITE210 -GREENWOOD, IN46142 - 317-887-4072
JeffreyL.Coulter,CPA StevenW Reed,CPA, ABV FAX- 3I7-860-1065

April25,2001

Mr. James A. Knauer
Mr. BrettR. Ficitz
Kroger Gardis& Regas,LLP
AttorneysatJ,aw
IIIMonument Circle,Suite900
Indianapolis,IN 46204

Re: WellingtonCapitalHoldingsLtd.,Inc.and itsrelatedcompanies

Dear Jim andBrett:

The followingis an updateto our preliminaryreport,which was filedon April2, 2.001.
Unfortunately,therehas notbeen a largeamount of new informationsincethedateof our last
report.

• As discussedinour letterdatedApril2,2001,payments toMr. John E. Brinker,Jr.,Gary J.
Bentz and theirrelativeshad amounted to $1.6million.Based on additionalinformation
receivedsincethe dateof thatreport,thisamount has been adjustedto $1.8million.In
addition,payments relatedtotheresidencelocatedon StoneWIlRun Road, Cincinnati,Ohio
had originallybeen reportedat$834,000. Thisamount has alsoincreased,toapproximately
$900,000.A reviseddetailof eachbank accountfollowsasAttachmentA.

• From theanalysisof theCharlesSchwab accoun@ itappearstheremay have been investor
activitydatingto May, 1997. During May, 1997 therewere numerous depositsintothe
CharlesSchwab accountamounting to over$500,000. These depositsconsistedof smaller
amounts - depositsfor$10,000,$20,000,and $25,000were noted. Itappearstheseamounts
could be from potentialinvestorsbased on the timingof deposits(numerous checks
depositedon one day)and theamounts ofthedeposits.Shortlythereafter,theentirebalance
was withdrawn from the accountthroughtwo checksmade payableto ElevenEighty-Five.
We currentlydo nothave any recordsforElevenEighty-Fivethatdateback to 1997.

As statedinourpreviousreport,theinformationobtainedfrom thedefendantsof theWellington
Companies hasbeen incomplete.For a company (companies)thesizeoftheWellingtonentities,
itappearsthatthe followingrecordsshouldhave been preparedand maintainedby the
Wellingtonentitiesinordertoconductbusinessinan appropriatemanner:

EAiba
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Mr. James A. Knauer
Mr. BrettR. Fleitz
April25,2001
Page Two

• Bank and investmentstatementsforeach accountused by the WellingtonCompanies foreach
month/periodinwhich theaccountswere open.

• Detailsupportingdepositsand/orwire transfersintothe bank and investmentaccounts,
includingbut not limitedtocopiesof checksdeposited,purposeof deposit(investment,etc.),
copiesof wire transfernotificationsreceivedfrom banks at thetime wireswere made and
informationregardingthepurposeofthewiretransfers.

• Detailsupportingchecksand/orwiretransfersout of the bank and investmentaccounts,
includingbutnot limitedtopayee,check amount,check date,purposeofpayment,copiesof
wiretransfernotificationsreceivedfrom banks atthetimewireswere made and infomiation
regardingthepurposeof thewiretransfers.

• Monthly bank-reconciliationsforeachbank and investmentaccount,showing depositsintransit,
outstandingchecks,etc.

• Generalledgerortheequivalentshowingthefinancialpositionofeachof theCompanies ata
giventime.

• Monthly financialstatementsforeachoftheCompanies.

• Annual federal,state,and propertytaxreturnsforeachoftheCompanies.

• PayrollrecordsforallemployeesoftheCompanies.

• Listingof allinvestorsof theWellingtonCompanies listinginvestorname, address,phone
number and socialsecuritynumber.

• "Accounting"by investor,detailingamounts investedwiththeWellingtonCompanies (dateof
investmentamount of investment,check number or otheridentitinginformationregarding
amount remittedby investorand investmentpurchased)and/oramountspaidby theWellington
Companies totheinvestor(payee,checkamount,checkdateand purposeofpayment).

The Companies shouldhave maintainedthisinformationeitherin"hard"form orby diskefte.

As previouslystated,theprocessofreconcilingthevariousaccountsand determiningthesources
and usesoffundsarecurrentlyincomplete.

Sincerely,

BIRK GROSS BELL & COLTLTER, P.C.
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