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6929E Cheney Drive 
Paradise Valley, Az. 

480-368-0218 HM. 
480-368-2672 FAX. 
janwallace@att.net 



 President, SDI 

 2004-2002         Private Consulting/Investment Strategies  Az.   

 


 Orchestrated the reverse merger between M.W. Medical and Davi 

Skin, a new company of the Mondavi family, Carlos Mondavi C.E.O. . 

 Trades on Nasdaq OTC BB  approx. 5.00 dollars a share. 

 Suggested possible merger partners and funding sources.. 

 
2001-1998                      MW Medical                                 Nevada 


 A spin-off subsidiary of Dynamic Associates, Nasdaq, OTC BB. 

Symbol MWMD 

 Raised 9 million USD. 

 Achieved a market cap of 100 million dollars 

 Sold a subsidiary, P&H Industries, California, at a 5,000,000 value 

 Established a foreign office in Frankfurt, Germany; MW Medical 
GMBH, for European expansion 

 Established our trading market in Europe and was listed on the 
Frankfurt Exchange 

  

 
1997-1995                      Dynamic  Associates Inc             Nevada 


 Development of Medical Technologies utilizing microwave energy. 

 Nasdaq, OTC BB, and the Frankfurt Exchange; Symbol DYAS 

 Raised through a PPM and Convertible Debenture, a total of 30 million 
dollars. 

 Achieved a market cap. Of  70 million 

 Sold the entity in a reverse merger to Tele-Lawyer; Nasdaq company 

 Subsiduaries: 

 Chairman, Director :P&H Industries,Hi- Rel Co. Simi Valley, Cal. 

 Chairman, Director : Microthermia Inc.  San Jose, California founding 
technology for MW Medical in Benign Prostate Hyperplasia and 
cancerous tumors.  

 Chairman, Director :Genesis Health Management. Operated 32 health 
care units in rural hospitals, in 7 states. 

 Purchased 3 other private companies in health care for rapid growth 



 
1995-1994 Claire Technologies Inc.              Nevada 


 Development company specializing in software wafer cleaning systems 

 Nasdaq, OTC BB; Symbol CLEA 

 Raised through a PPM;  a total of 3 million dollars 

 Sold the company to a private company in Louisiana. 

 

 

1993-1991                          Active Systems       Ottawa, Canada                          


Executive Vice-President. Prepared the company for IPO 

1991-1990                       The Heafey Group     Toronto, Canada 

Financial Consultant. Attained a series seven license for real-estate tax 
shelters 

1989- 1987                       Mailhouse Plus Ltd.    Ottawa, Canada 

Owner, President,  Sold the company to Ascom Hasler of Bern 
Switzerland  for 3 million dollars 

1996-1993                           Pitney Bowes            Ottawa, Canada 

First female sales executive in company, managed a team who achieved 
180% of national quota; highest productive team in the country. 

 

 

 Bachelor of Arts, Queens University, Kingston, Ontario, Canada 

 Major: Political Science, Minor: Economics 

 Family, Arts and local Charities 

 






 ! "  #$"!%&%''()*+,-.
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
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CANE CLARK LLP 

Kyleen E. Cane' 
Joe Laxague-

June 25, 200g 

Bryan R. Clark'" 
Scott P. Doney-

Via Facsimile and 1I. S. Mail 

Mod Systems. Inc. 

Attn: Mark Phillips 

720 3RD AVE SUITE 110 

SEATTLE, W A 98104 

Re: Representation Agreement 

Dear Me. Phillips: 

3273 E. Warm springs 

Las Vegas, NV 89120 

Telephone: 702-312-6255 
Facsimile: 702-944-7100 
Email: kcnnc@caneclark.com 

Thank you l(lr choosing Cane Clark LLP (the "Firm"). We appreciate your 

choice of our firm and look fiJrward to representing Mod Systems, Inc. (the "Client" 
'''you'' OT ;·your"). 

In order to prevent misunderstandings and maintain our cordial and professional 
relationship, I wOllldlike to take a moment to tamiliarize you with our policies with 

respect to how we bill f()r the legal services rendered and costs incurred on your 

Because an ctIeetivc attorney-client relationship is based upon complete understanding 

and mutual respect. it t!Jerc!'lre is irnportant I'll"· you to review the coments of this 
Representation Agreement ("Agreement") carefully and call me if you have any 

questions. 

You have retained the law linn of Cane Clark LLP and not any individual 
attorney. The purpose of this 1S to confirm the terms and conditions of our 

representation. Services rcnde!wl prior to signing this Agreement arc also subject to its 
terms. 

Scope of Engagement 

You have asked us ami we have agreed. subject to our standard contl1ct of interest 
check, to repre.scnt the Client to pcd(:)J"Il1 specific lcgHI s(;"'''fvices set fbrth in the attached 

Schedule A (collectively "Scope of Engagement"). Our representation is limited to the 

matters listed on Schedule i\ and wc specifically disclaim any representation beyond Ihe 

stated Scope 01-Engagement. I [you would like us to represent the Client in connection 

with any additional matters not spccilieally listed in Schedule A, please feci fh,e to 

contact us so that we may discuss your objectives and prepare a supplemental written 
schedule cncoTnpassing silch additional lnattcrs. 

*Lict!IIScd NcvMla. Caiikll'ni,l, and Hawaii Bars: 
,\ NC\';ld..-1. Colorado and DiSlriCl or Columbia Bars 
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To assist us in the course of this engagement and to c;omplete it in a timely 
manner. we require your full cooperation with our office in providing us v/ith the 

requested documents and intonnation, keeping us apprised of any changes in tacts and 

circumstances that "tIect our services, and the payment of our bills in a current and 
timely lnanncr. 

It is important that you understand that we have agrecd to act as counsel fbr Mod 
Systems, Inc. ONLY and, in the absence ofa separate written representation agreement, 
not fbr any of its principals, control persons, affiliates, interest holders or related entities. 
Please contact me immediately if this docs not COlnport with your understanding so that 

we may create separate written representation agreements and allY appropriate written 
disclosures ane! waivers. 

Legal Fees and 

With respect to our charges lilr legal scrvices, many factors arc taken into account 
in quoting the legaJ fees. including the time nature. and complexity of the 

work perl()nllcd, the timc rC(luired by the client, and the results achieve,l tilr the client by 
the firm. Once wc have had the opportunity to gather additional information j;-0111 you, 
\ve will be able to provide you with an estimate of the charges lor our services. In certain 

instances, our onice will c{)1l1plcte initial rescarch in this matter and will drall a 

memorandum of our Tindings. We will generally charge you for this preliminary research 
and investigat ion conducted prior to our first meeting, as well as the time spent during 
any initial cliellt intcrv;c\v. 

1. Our standard hourly rateslDrtllOse personnel performing the specific 
services required t()f the Client are: Our lawyers' hourly rntes nmge from $225 to 

S450 and our paralegals' hourly rates range rrom $1 00 to $150. We anticipate 
that Scott Doney ($275 per hour) will be primarily responsible tor your matter, 
together with allY other lawyers or paralegals as may be necessary to complete the 
Scope (}f Engagement; 

2. Such additional applicable factors, if any, such as special time limitations 
imp<)sed by the Client orthe circumstances of the project, the apparent likelihood 
that the pcrfill'lnallcc of the project will preclude other employment by the Firm, 
e1c. The Firm agrees to provide advance notitication to Client in the event that 
any additional applicable factors are liJreseeable. 

We slwll record tillle to a reasonable fiaction of an hour invested in providing 
services to ('1 ieni. including local travel time, in quarter-hour increments. The hourly rate 
"ftlle Firm's personnel may be I1lodilled frolll time to time, any new rates, after adopted, 
v/OuJd apply i 0 services rendered aHcr the effective date of the nc\v rates. 

III the discharge of our rcsponsibil ity, it may be necessary fbr us to incur expenses 
tor various items such as tiling tees\ EDGAR preparation and filing fees, court cosls, 

court reponer tees, long distanGc telephone calls, postage, photocopying. delivery 
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services. and in some instances, computerized legal research. These items are charged to 

cach individual client for whose heneti! they are incurred. Thereforc, in addition to the 

legal fees described above, you will be responsihle for the current and timely paymcnt of 

all (lut 0 f pocket disbursemcnts, costs, and expenses, which will be separately itemized on 
our siatc111cnlto you. These may include travel. filing Ices, and other cxpenses as 

reasonably n::quircd, \\ic may also, in some J(.)l'ward invoices t()f SUdl 

expenses to you directly. 

Engagemcnt Deposit and Trust Account Instruction 

At this time, we will not require that you deposit a retainer with our firm as 

security for the paY1nent of our bills. However, we reserve the right to require that you 

do so as a condition of our continued representation your strategy changes to include 

the pLlrsuit "fmore aggressive or time-intensive tactics or should you become delinquent 

in the payment of your bills. 

Terms of Payment 

it is our practice to send a monthly statement lilr services rendered during the 
previous rnonth and for disbursements incurred on Client's account. The detail in the 

monthly statement will infilflTI you of both the nature and process of the work and fees 

and disbursements incurred. We do our best to ensure that our clients are fully satistied 

not only with our services, but also with the reasonableness of the fees and disbursements 

charged t()f those sen/ices, Thercfbrc. if you have any question about any invoice or the 

basis I()f our Ices to you, you should raise it with us promptly tClr discussion. If you 

object only to a portion of the invoice, we require that you timely pay the remainder, 
which vvill not constitute a \vaiver of your objection. 

We ask and expect paymcnt orour billings and retainers on a monthly basis. Our 

billing statements arc duc and payable upon receipt since there is generally a relatively 
significanllime lag between lhe rendering of our services and the submission of our 

statement. Our tirm will assess an interest charge orone and one-half percent (1.5%) per 

month on the unpaid balances of all billing statements that are outstanding for more than 

thiny days. You will he responsible fhr any costs ot'collection incurred hy our Firm, 

including reasonable attorneys' fees. I f a hill ing hecomes delinquent. we reserve the 

right to suspend legal services until the account is current and/or an additional retainer is 
received. 

Termination 

This Agreement may he prospectively terminated at any time upon reasonable 

advance written notice given by either party, If yo u change your mind and no longer want 

us to complete this engagemcnt, then the Engagement Deposit is refundable to the extent 

it exceeds the costs incurred, as herein described, and the fees Ibr the time spent on the 

project by attorneys and paralegals billed at their customary hourly rate, \Vc also reserve 

the right tn withclraw Irom further representation in the event you filii to render payment 
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whcn due, or if we determine that our continued representation of you would he unethical 

or inappropriate, or if we have another reasonable basis for termination cnllsis tent with 

our prolessional duties to you as set fblth in the Rules orthe Nevada Supreme COUlt. 

You will be charged fiJr lime, fecs and costs incurrcd in j(mnally withdrawing fi·om any 

matter, including any necessary motions or court' appearances. 

Conlliet of Interest 

We have performed a conflict of interest check and have determined that we do 

not have a conflict \vith representing you in this matter. However , should you believe 

that there arc or will be other parties with a direct economic or personal interest relating 
to our represcntn tion, which have not been previousl y disclosed to us, you agree to 

immediately contact us in writ·ing with such in limnation . We may not represent multiple 

clients who have directl y adve rse interests without tirst ex.plaining the lacts and 
circulllstances that give rise or may give rise tn the conilicl and obtaining their in ti.lfl1K'<i 

written consent. 

Power of Attorney 

As long as the Finn repr esenls the C lient in the matters within Schedule A, the 

C lient grants the Finn a pow er of attorney to act on the Client's hehalfand to execute all 

claims, contracts. releases, and verifications in every l'CSpecl as though 
Clielll were personally doillg so. 

Electronic Comlllunkations 

It is the polley of the Finn to ut ilize the most effic ient method ui'l:olTImunic.:ating 

with our clients. Accordingl y, unless you speci lically dir ect us to the contrmy, where 

leasihle we will attempt to colTespond with you via electronic mail. 

Record Retention Policv 

All records and liles will be retained and disposed of in compliance with our 

policy in "mxt lium time to lime. Subject to fUlure changes, it is our policy not to retain 

rccords relating to a matter I"l' morc than seve n (7) ycarslrom the date the matter is 

opened. Upon your prior written reque st, we will return records to you prior to their 
destructio n. It is not admini stratively tcasible t()r us to advise you of tile closing o fa 

mutter or the d ispnsal of records. We recommend, theretore, that you maintain you r own 

tiles tor reter ence to make w ritten requ est Ihr yo ur files at the conclusion of n matter . If 

you have nny questions concern ing our records retention policie s, please contact us. 

/{csults 

Nothing in this Agreement , o r any ofollr statemenlS to you should be constr ued as 
a promise or guarantee about the OUtCOlll C o f al l y matter being handle.d. Yo u understand 

that we have not and cannOt guarantee rc'Sults, and that our services shall be 1.0 give Client 
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legal advice and advocate Client's position with regard to the matters described within 

Schedule A. Any comments about outCOl11eS are expres:-:;iolls of opinion only. 

No Continuing Obligation 

()ncc the legal work is complete, we have IlO obligatiolllO inJlHI11 you of Ilaufe 

developments relative to legal work performed hereunder. We advise that you 

periodically consult with an attorney with regard to any such future developments or if 

there is a significant change in your circumstances. 

Severability 

Evcry provision "flhis Agreement is severable. lfany provision hereof is held to 

be illegal or invalid for any reason whatsoever, such illegality or invalidity shall not 

afleet the validity of the remainder of this Agreement. 

Arbitration 

Unless the parties hereto agree otherwise, any controversy between the Finn and 

the Client (including
1 

without limitation, regarding the construction of the Agreement, 

and any claim arising out of this Agreement or its breach), shall be submitted to binding 

arbitration upon the written request of one party after the service of that request on the 

other pany. The parties to such arbitration shall comply with the rllies 0 r the Amencan 

Arbitration /\ssoeiat ion. The prevailing party in any such arbitration shall he entitled to a 

reasonable award nfatt.orneys· fees and costs, including the cost of the arbitration. 

Malpractice Claim Subject to Arbitration 

If Client claims that tile Firm performed any legal services improperly, 

negligently, or incompetently, then Client hereby agrees to submit the dispute to binding 

arbitration. By agreeing to this provision, Client understands that Client waive..q the right 

to bring an action against the Firm in a eOllrt a law and fhrther waives the right to a jury 

trial. The cost of any such arbitration shall be borne by the losing party or in such 

prop0l1ion as the arbitrators shall decide. The parties to sllch arbitration shall comply 

\vith the rules of the American Arbitration Association. The prevailing patty in any such 

arbitration shall be entitled to a reasonable award ofatlol11cys' fees and costs, including 

the cost orthe arbitration. 

Applicable Law and Venue 

The lows ofthc State of Nevada shall govern the interpretation of this Agreement. 

Exclusive venue tl)f the resolution of any disputes arising hereunder is Clark County, 

Nevada. 

Integrated AgrccIllcnt 
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This Agreement and the docwnents exec uted or delivered in connection therewi th 

constitute the entire understanding and agreement betw een the parties hereto with respee t 

to the subject matter hereof There are no agreemenls, unders tandin gs, restrictions, 

rcprcsem3tions, or warr anties other than tho se set (()rth or referred to herein, 

iV\odiiication 

Thi s Agreement reflects the sta ndar d terms upon which we currently make our 

ser vices available to clients, In the event tha t slich standard terms afe llloditi ed in the 

future. this Agreement may be amended by us to relle ct such modiljed standard tonn s, 

Unless you pro vide us with a wr itl en reque st TlO separate modific at ion oft his Agreement 

is necessary to e lTeet such change, including wi th fespect to the hourly rat es of any 

particular indiv idual. If the Client agrees and desires to receive services from us under the 

Ame nded Agree ment, no further netion evidencing agreement need be taken by the 

Clie nt. 

On the other hand , if the Client does not agree ,) 1' desire to receive services Ii-om 

the Firm pursuant to the t cnTIS of the Ame nded Agreeme nt, Client may at any time, 

within ( 15) days oflra nsmitla l of the intent to amend this Agreement. exerci se its existing 

right to unilaterally terminate this Agreement by written notice to the Firm pursuant to 

tile tennin ation clause of this Agree men t. llild the Finn sha ll thereupon dis charge its 

tcm1ination responsibilities 

If you unders tand these billing and p,)licy arr angements and lind them acceptable, 

plea se sign the Acknowledgment. and ret urn it to me, Please retain a copy till' your 

rC<Xlrds, 

Again , we thank yo u for choos ing our firm and assure you o f our best 

professional cHorts, Should you have any question s, please contact mC. 

C,\ NE CLARK LLP 

By: Kyloxll E Cane. E"I , 

I AGREE TO TH E TERMS AS SET FORTH 

ABOVE AND INCLUDED IN ATlACHED 
SCHEDU LE A, 

Mod Syste ms, Inc , ("Clie"," ) 
By: i tfI.U;iY __ . __ 
hs: ._,., .. _'"_ .. __ __ . 
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Schedule A 

The firm shall assist Client with legal services related to general securities and 

corporate matt"" of the Client Such services may abo include. but arc not neccs.<arily 

iimiu.:d to. research .. invcsligaliOll, contnd \vith go\'crnmclHai and stalL 

discussions with the Client and among Firm personnel. This Schedule may subsequent ly 

be amended by agreement between the parties. 
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Introduction on data processing, scheme, detection heuristics 

1. Processing public SEC filings, registered agencies and triangulation produces a significant amount 
of information which processed with the  algorithm, detection of anomalies and abuses.

2. The following presentation provides results of prototype output from the system.  Currently all SEC 
data and page level parsing is underway to produce a larger set of suspect collection of actors for 
further investigation.

3. There are numerous schemes that the software and data heuristics may identify, however the 
specific case regarding selling a shell and corporate take over to get it back is analyzed here.  
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Online individual and company mapping software

1. Key Individuals 
1. Kyleen Cane
2. Jan Wallace
3. Mujit Johal 
4. Grace Sim
5. Claire Ambrosia 

2. Secondary accessories 
1. Varies per company

3. Companies 
1. Legal Access Technologies 
2. Mail house Plus Ltd
3. Claire Technologies, Inc.
4. Secure Diversified Investments Ltd.
5. Royal Dutch Shell PLC

4. Upcoming data was processed from RAW data collected 
form online agencies for registered agents, SEC data and 
other types of SEC data.

5. Ongoing SEC ingestion is underway to process data from 
scratch, present core data in a broad range of companies 
and demonstrate processing algorithm across all public 
filings beyond the Wallace Cane team.
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Number of corporate roles by individual and selected companies

1. Selected companies, removal of Grace Sim
2. High count of position duration in presented companies
3. Companies presented have much longer history from mergers, reverse mergers, subsidiary share exchanges, and shell inactive status
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Unusual business connection, positions with companies

1. Higher than average corporate roles in same companies 
2. Registered agent also in corporate governance roles 
3. Each vertical 1 block equals 1 year term
4. Higher rotating roles in inactive companies publically listed
5. Business connection prior to reverse merger, executive role director, president within one year after merger
6. Data NLP from public filings for business connection, executive role and merged with state registered agency data
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SEC filings anomalies. 8-k filings high.

1. 8-k (purple) are public disclosures of  material events, compensation, and business events
2. Unusually high occurrences of 8-k filings 
3. Information not cross referenced with position or registered agency – raw SEC data
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Company role rotation sampled per year.

1. In active companies and active companies sampled
2. Companies have long historical information not represented
3. Registered agent and insider company role denotes company creation 
4. Shell evolution and team role count equals 1 year.
5. Very long time horizon for execution 
6. Reverse mergers and individual involvement unusually high
7. Every company documents restructuring almost yearly clockwork
8. Every company has adverse founder litigation caused by shareholders

mark.phillips
Highlight

mark.phillips
Highlight

mark.phillips
Highlight

mark.phillips
Highlight

mark.phillips
Line

mark.phillips
Line



6
HIGHLY CONFIDENTIAL ATTORNEY PRIVELEDGE WORK PRODUCT IP TRADE SECRETS

Corporate take-over evidence process 

1. Companies  formed by Kyleen Cane are used as shells in reverse merger transactions.
2. Companies  use subsidiaries, name changes,  reverse mergers as vehicles to change names and exchange shares.
3. Side Nevada LLC are created to obfuscate beneficial shareholders, and side operate agreements for proxy and voting control.
4. Wallace or  Cane transact the shell with a private company via reverse merger.  WallaceBlack  LLC  formed and managed by Kyleen 

Cane.  Kelly Black structures listings of OTC:BB companies on Frankfurt exchange for off-shore trading.
5. Wallace (Wallace Black) engages  as a financial consultant.  Adverse action by shareholder removes executives.  Adverse action is 

detailed forthcoming, however events are financial based, audit committees (chaired by Cane , Wallace or Mujit).
6. Wallace is appointed President, CEO, and director of company.

mark.phillips
Line

mark.phillips
Line

mark.phillips
Line



7
HIGHLY CONFIDENTIAL ATTORNEY PRIVELEDGE WORK PRODUCT IP TRADE SECRETS

Raw data individuals, positions, and companies are compelling
Row Labels Count of Position
Kyleen E Cane 27

cane clark, llp 1
davi skin inc 1
legal access technologies 17
mw medical, inc. 1
secure diversified investments, ltd 2
tele lawyer, inc 5

Jan Wallace 43
claire technologies inc 9
davi skin inc 4
general dynamics corp 1
imagistics international inc 4
legal access technologies 7
mailhouse plus ltd 4
mw medical, inc. 4
secure diversified investments, ltd 10

Grace Sim 9
claire technologies inc 3
legal access technologies 2
mailhouse plus ltd 1
mw medical, inc. 3

Munjit Johal 17
davi skin inc 5
secure diversified investments, ltd 12

Grand Total 96

1. Registered Agent and business connection 
larger than 2.

2. Business connection or consultant prior to 
insider position and the CEO or Chairman is 
removed in 18 months.

3. Position count higher than 5-10 denote 
companies that require rotating individuals to 
keep shell alive.

4. All company to be traced for filings but further 
NLP will show overlap and timeline for each 
company and its morphing over time.



8
HIGHLY CONFIDENTIAL ATTORNEY PRIVELEDGE WORK PRODUCT IP TRADE SECRETS

Overlap wallace and cane history 1987-2009

Count of Position Column Labels
1987 1989 1994 1995 1997 1999 2001 2002 2005 2007 2008 2009(blank) Grand Total

Row Labels
Jan Wallace 2 7 3 4 7 5 4 32

beneficial ownership of securities 1 1
business connection (consultant) 1 1 2 4
business connection (consultant) (WallaceBlack) 1 1 1 3
chief executive officer / president 1 3 3 3 3 2 2 17
director 2 1 2 2 7

Kyleen E Cane 2 1 12 1 2 10 1 29
beneficial ownership of securities 1 1
business connection (consultant) 2 2
chairman 1 1
chief executive officer / president 2 6 8
director 1 5 1 7
registered agent 10 10

Grand Total 2 2 7 3 4 1 12 1 7 7 4 10 1 61

1. Tele-Lawyer first record of public working relationship.
2. Michael or Kyleen Cane generally behind the agency veil 
3. Testimony of Kyleen Cane and Jan Wallace demonstrate significant 

obfuscation of facts and history.
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Visualization of Wallace Cane Sim Johal – unclean data
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Civil action and defamation reports are standard proceedings

1. Automated software additional checks:
1. Each participant must be checked against civil and criminal action database for technology /development team safety, in addition to 

further data probes into  characters and connections between actors, passive participants,  accessories, and 
2. Each participant must be checked in a civil and criminal action database for pattern and process for defeat, style of accusations, 

and additional pattern information for reporting purposes.  
2. Historical empirical examples of vicious manipulation , including defamation, entrapment, and destruction.

1. Accusations of fraud, breach of contract, assault, narcotics use, promissory notes and financial anomalies, and wrongful termination 
to remove adversarial  witnesses are standard practice with Wallace and Cane involvement in corporate take-over.

3. DAVI Skin (formerly MW Medical, formerly Dynamic Associates, formerly Legal Access Technologies, formerly Tele-Lawyer)
1. Wallace  provided sexual acts on the CEO of DAVI and exploited  this position to access personal information, including entrapment 

of schedule one narcotics use, exotic sexual situations including prostitution with narcotics
2. Parrish v Wallace
3. Parrish Medley, prior CEO of DAVI Skin

4. Secure Diversified Investments (formerly Book corporation of America, issuance of shares to Iomega corporation LLC, voting control 
Wallace, shares distributed to West Family)

1. Wallace  had multiple sexual engagements with SDI board members and consultants at the same time, including use of schedule 
one narcotics to access inside information, influence consultants and manipulate situations.  Wallace , Cane and Mujit served on the 
audit committee impugning Clifford Strand, while explicitly offering s-8 shares to market makers acquired from former directors and 
aggregation of LLCs.

2. Strand v Wallace
3. Clifford Strand, prior CEO off Secure Diversified Investments 
4. 10QSB (Claire Ambrosio acting as the securities attorney) 

5. Western Investment Partners , DAVI Skin, and MOD Systems 
1. Have peripheral involvement with Andy Lahka.  Wallace claims to launder money for him which ensures his access to funds outside 

his marriage and provides credibility to death threats made by him towards Phillips.
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civil proceedings recent highlights  

Result Rank Docket Number Case Title Court

1 CV2008-017334 HOMEQ L L C v. JAN WALLACE AZ MARICOPA SUPER. CT.
2 3:08CV00942 SPENCER v. FIRST FEDERAL BANK ET AL CA U.S. DIST. CT., SOUTH
3 07-A-549856-C THOMAS AND WONG GENERAL CONTRACTOR v. BLUME LAW FIRM PC NV CLARK 8TH JUDICIAL DIST.
4 07-55463 KAGEL, ET AL v. WALLACE U.S. CT. OF APP., 9TH CIR.
6 07-55456 MEDLEY, ET AL v. WALLACE U.S. CT. OF APP., 9TH CIR.
7 5:07-BK-50171 IN RE: JAN MICHAEL WALLACE, GINGER ANN WALLACE KY U.S. BANKR. EAST
13 2:06CV03370 PARRISH MEDLEY v. JANWALLACE ET AL CA U.S. DIST. CT., CENT.
14 2:06CV03357 DAVID L KAGEL v. JANWALLACE ET AL CA U.S. DIST. CT., CENT.
16 BC351143 DAVID L KAGEL v. JAN WALLACE CA. LOS ANGELES SUPER. CT.
17 BC351142 PARRISH MEDLEY v. JAN WALLACE CA. LOS ANGELES SUPER. CT.
19 06CC02350 STRAND v. WALLACE CA ORANGE SUPER. CT.
21 3:05-BK-34050 IN RE: JAN M. WALLACE, GARY D. WALLACE IL U.S. BANKR. SOUTH
37 2:01CV02353 BURWELL v. WALLACE, ET AL AZ U.S. DIST. CT.
38 CV2001-019191 CLEMENT L BURWELL v. JAN WALLACE AZ MARICOPA SUPER. CT.
39 010421SC GORGE RECOVERY SERVICE INC v. WALLACE JAN OR HOOD CIR. CT.
44 01-R-109473-R MORENO, LISA v. WALLACE, JAN NV CLARK 8TH JUDICIAL DIST.
45 CV2001-005996 WESTMINSTER AGENCIES LTD v. DYNAMIC ASSOCIATES INC, JAN WALLACE, 

HERB CAPOZZI, LOGAN ANDERSON, W A LUCKY, VICKIE TALLEY LUCKY, J T 
SIMMONS, R MICHAEL ASBURY, WILLIAM H MEANS, HARRY MOLL

AZ MARICOPA SUPER. CT.

46 000-06642 WALLACE v. GREY MO CITY OF ST. LOUIS 22ND JUDICIAL CIR.
47 CV2000-007658 CLEMENT L BURWELL v. MW MEDICAL INC, JAN WALLACE AZ MARICOPA SUPER. CT.
63 0303496/1995 WALLACE, JAN HITTMAN v. WALLACE, JOHN LEIGHTON NY NEW YORK SUP. CT.
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RCW violations

Racketeer Influenced and Corrupt Organizations Act RCW 19.40 trasfers fraudulent as to present and future creditors
RCW 2.48 Unlawful practice a crime RCW 21.20 appointment of reciever
RCW 9.01 Citizen immunity RCW 21.20 civil liabilities - survial, limitation of action
RCW 9.05 assemblages of saboteurs RCW 21.20 debenture companies controlling person exceptions
RCW 9.05 sabotage RCW 21.20 debenture companies prohibited activities by directors
RCW 9.18 collusion to prevent competitive bidding RCW 21.20 extortion 
RCW 9.18 suppression of competitive bidding RCW 21.20 False or misleading statements
RCW 9.24 false report of corporation RCW 21.20 guarantor of loans or obligor
RCW 9.35 intent to default personal RCW 21.20 Investigations - statement of facts relating to investigation may be permitted
RCW 9.38 false representation concerning title RCW 21.20 investment in unsecured loans
RCW 9.45 fraudulent removal of property RCW 21.20 Penalty for violation of chapter
RCW 9.45 making false sample or assay ore RCW 21.20 unlawful acts of person advising
RCW 9.45 measurement of commodities RCW 21.20 unlawful offers, sales, purchases
RCW 9.58 furnishing libelous information RCW 21.20 unlawful use or disclosure of filed information
RCW 9.58 Libel RCW 23B.08 authority to indemnify
RCW 9.58 privileged communications RCW 23B.08 committees
RCW 9.58 threatening to publish libel RCW 23B.08 court ordered indemnification
RCW 9.61 cyberstalking RCW 23B.08 director action
RCW 9.61 telephone harassment RCW 23B.08 General standards for directors
RCW 9.94A.537 RCW 23B.10 amendment of articles of incorporation by board of directors
RCW 9A.08 corporate and personal liability RCW 23B.19 Hostile take-overs
RCW 9A.16 Duress RCW 26.12.250_ Therapeutic courts.
RCW 9A.16 Entrapment RCW 62A securities account; acquisition of security entitlement from securities intermediary
RCW 9A.46 Harassment RCW 62A securities intermediary and others note liable to adverse claimant
RCW 9A.46 Stalking
RCW 10.37 libel publication
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 ARTICLES OF ORGANIZATION 
 OF 
 SECURED LENDING LLC 
 

The undersigned, for the purpose of forming a limited liability company under Chapter 86 of the 
Nevada Revised Statutes, hereby makes, adopts and acknowledges the following Articles of 
Organization. 
 
 ARTICLE I 

 NAME OF LIMITED LIABILITY COMPANY 
 

The name of the limited liability company is SECURED LENDING LLC (the “Company”). 
 
 ARTICLE II 

 PERIOD OF DURATION 
 

The Company shall commence its existence on the date these Articles of Organization are filed 
with the Nevada Secretary of State.  The term for which the Company is to exist shall be perpetual.  The 
Company shall not dissolve except on such terms and conditions as shall be set forth in the Operating 
Agreement, as the same shall be modified from time to time. 
 
 ARTICLE III 

 PURPOSES AND POWERS 
 

The Company is organized for any legal and lawful purpose for which a limited liability company 
may be organized in the State of Nevada.  The Company shall have all the powers granted to a limited 
liability company under the laws of the State of Nevada. 
 
 ARTICLE IV 

 REGISTERED OFFICE AND AGENT 
 

The name and address of the Company's initial Resident Agent in Nevada is:  
 
 CANE CLARK LLP 
 3273 E. Warm Springs Rd 
  Las Vegas, NV 89120 
 
  This same address shall be the address of the Company's initial Registered Office and the address 
of the Office where the Company's records will be maintained as required by NRS §86.241.  The 
Resident Agent and the Resident Office may be changed by the manager(s) as provided in the Operating 
Agreement, as the same shall be modified from time to time. 
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 ARTICLE V 

 OPERATING AGREEMENT 
 

The Operating Agreement of the Company shall be executed by each member of the Company 
and shall set forth all provisions for the affairs of the Company and the conduct of its business to the 
extent that such provisions are not inconsistent with the law or these articles.  The Operating Agreement 
may be amended from time to time in accordance with its provisions. 

 
 ARTICLE VI 

 ADDITIONAL MEMBERS 
 

Additional members shall be admitted to the Company as provided in the Operating Agreement 
of the Company, as the same shall be modified from time to time. 
 
 ARTICLE VII 

 ORGANIZER 
 

The name and address of the Organizer executing these Articles is as follows: 
 
 Bryan R. Clark 
 3273 E. Warm Springs Rd 
 Las Vegas, NV 89120 

 
 

 ARTICLE VIII 

 MANAGEMENT OF COMPANY 
 

The Company shall be managed by a Manager or Managers selected by the Members in 
accordance with an Operating Agreement adopted by the Members for the management of the business 
and affairs of the Company, as the same shall be modified from time to time.  The Operating Agreement 
may contain any provision for the management of the affairs of the Company not inconsistent with 
applicable law or these Articles of Organization.  The name and address of the initial manager(s) of the 
Company who shall serve until the first annual meeting of members or until his successors are elected 
and qualified is as follows: 
 
 SECURED DIVERSIFIED INVESTMENT, LTD. 
 5205 EAST LINCOLN DRIVE 
 PARADISE VALLEY, AZ 85253 
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 ARTICLE IX 

 MEMBERS 
 

Except when these Articles of Organization or applicable law otherwise require, the right of any 
member to vote shall be as provided in the Operating Agreement of the Company, as the same shall be 
modified from time to time.  No member who is not also a Manager shall have the right to contract debts 
or incur liability on behalf of the Company. 
 
 ARTICLE X 
 LIABILITIES OF MEMBERS AND MANAGERS 
 

Members, managers and officers of the Company are not liable under a judgment, decree, order 
of any court or in any other manner, for a debt, obligation, or liability of the Company. 
 
 ARTICLE XI 

 INDEMNIFICATION 
 

The Company shall indemnify an individual made a party to a proceeding because he is or was an 
organizer, manager, officer, employee or agent of the Company or any Manager against liability incurred 
in the proceeding if:  he conducted himself in good faith; he reasonably believed that his conduct was in 
or at least not opposed to the Company's best interest; and in the case of any criminal proceeding, he had 
no reasonable cause to believe his conduct was unlawful.  The Company shall pay for or reimburse the 
reasonable expenses incurred by an organizer, manager, officer, employee or agent of the Company who 
is a party to a proceeding in advance of final disposition of the proceeding if:  the individual furnishes 
the Company with a written affirmation of his good faith belief that he has met the standard of conduct 
described herein; the individual furnishes the Company with a written undertaking executed personally 
or on his behalf to repay the advance if it is ultimately determined that he did not meet the standard of 
conduct; and a determination is made that the facts then known to those making the determination would 
not preclude indemnification under the law.  The indemnification and advance of expenses authorized 
herein shall not be exclusive to any other rights to which any manager; officer, employee or agent may be 
entitled under any bylaw, agreement, vote of members or disinterested managers or otherwise.  The 
Articles of Organization shall not be interpreted to limit in any manner the indemnification or right to 
advancement for expenses of an individual who would otherwise be entitled thereto.  These Articles of 
Organization shall be interpreted as mandating indemnification and advancement of expenses to the 
extent permitted by law. 
 
 ARTICLE XII 

 SERIES LIMITED LIABILITY COMPANY 
 

The Company shall have more than one series of members and the debts and liability of any 
series are to be enforceable against the assets of that series only and not against the assets of another 
series or the Company generally.  The relative rights, powers and duties of each series shall be 
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established according to the procedures as set forth in the Operating Agreement, as the same shall be 
modified from time to time. 

 
IN WITNESS WHEREOF, the undersigned Organizer has executed these Articles of 

Organization on May 9, 2006. 
 
 

                                                                              
_________________  
Bryan R. Clark 
 

 



 SECURED PROMISSORY NOTE 
 
$250,000 May __, 2006 
  
FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of which is hereby 
acknowledged, Secured Lending, LLC, a Nevada limited liability company, (“Maker”) hereby 
promises to pay to the order of Secured Diversified Investment, Ltd., a Nevada corporation 
(“Holder”) at Las Vegas, Nevada or at such other place as Holder shall designate, the sum of 
TWO HUNDRED FIFTY THOUSAND DOLLARS ($250,000) together with interest at the rate of 
EIGHT PERCENT (8%) per annum until paid.  Payment of the principal and all accrued interest 
due May __, 2008 (“Maturity Date”).  
 
Interest shall be computed on the basis of a 365-day year or 366-day year as applicable, and 
actual days lapsed.  Maker shall have the privilege of prepaying the principal and accrued interest 
under this Note in whole or in part, without penalty or premium at any time.  All payments 
hereunder shall be applied first to interest, then to principal.  All interest due and payable 
hereunder which is not paid when due for any reason shall be cumulated and accrue interest at 
the rate hereunder.  
This Note is secured and payment hereof is assured by a Security Agreement entered into of 
even date herewith by and between Maker and Holder. 
 
All parties to this Note herby waive presentment, dishonor, notice of dishonor and protest. All 
parties hereto consent to and Holder is herby expressly authorized to make, without notice, any 
and all renewals, extensions, modifications or waivers of the time for or the terms of payment of 
any sum or sums due hereunder, or under any documents or instruments relating to or securing 
this Note, or of the performance of any covenants, conditions or agreements hereof or thereof or 
the taking or release of collateral securing this Note.  Any such action taken by Holder shall not 
discharge the liability of any party to this Note. 
 
This Note shall be governed by and construed in accordance with the laws of the state of Nevada 
without regard to conflict of law principles.  Maker shall also pay Holder any and all costs of 
collection incurred in connection with this Note, including court costs and reasonable attorney’s 
fees. 
 
MAKER 
 
 

Secured Lending, LLC 
  By: ____________________ 
  Its: ____________________  
 

 HOLDER 
 
 

Secured Diversified Investments, Ltd. 
  By: ____________________ 
  Its: President  
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Wallace/Black  
Progress Report SDI 
Time Period: April to June 30 
 
 Jan Wallace was hired into the position as President to guide the company’s 
management and the Board of Directors to conduct the business of Secured Diversified 
Investment, Ltd. (SDI) as best represents a Publicly Traded company. 
 

1. The first three months are to assess the viability of the company’s mission 
statement as represented in its business plan, the management structure and the 
officers’ ability to carry out this mission and the everyday running of the 
company.  

 
2. Additionally, to assess the financial viability of the company; an examination of 

fiscal policy, assessment of cash flow, the company’s balance sheet and the 
capability of the CFO to oversee auditors and legal council to guide them through 
the reporting structures required by the SEC. 
 

3. Finally, an assessment of the contracts, obligations, assets, reporting structures,   
liabilities, stock positioning, share distribution and its values as they relate to the 
public market were determined. 

 
(1) The business plan of SDI is over-stated, lacking in detail, financial  
proformas and clearly is not a reliable product to release to the investor 
community. When asked, it was Gernot Trolf, the C.O.O., who over saw the 
creation of the business plan. Upon further investigation, as hard as he tries, 
Mr. Trolf was ill-equipped and ill-qualified to handle such a task and even 
though management is aware of his short comings, they still left it in his hands 
for years to accomplish.  Wallace/Black tasked with the job of recreating a 
new business plan has been blocked because we are still to go through Mr. 
Trolf who does not want to step down. This work project has been on the 
agenda for 7 wks.  

 
This same scenario exists with the website. Our receptionist, whose husband is a 
computer programmer, was asked to assist for a redesign of the website as a local 
solution, but once again, up to a week ago Mr. Trolf said he was in charge of it. 
 
SDI committed $2,500+ $1,500 to Mr. Jamieson to write a business plan to no avail 
as the product was weak and thusly trashed at a loss to the company.  

 
The management structure in the company is top-heavy “more Chiefs than 

Indians”.  
 

Cliff Strand, while qualified in the real estate market, is totally unqualified 
to run a public company. He lacks the knowledge to make sound decisions and 
looks to outside council for advice (an extremely costly burden to the company as 



demonstrated by Chris Wilson’s bills.)  Even then the advice cannot be assessed 
appropriately because he has no system of “checks and balances”, the lack of 
personal prior experience makes it difficult for him to assess, rely or gauge the 
information. Thus, a chain of events, such as ill-fated contracts, deals with market 
makers, officers that have come and gone, and deal negotiations, has impacted the 
management down the chain of command and the whole company to its present 
dire condition.  
  
I have yet to discover records from staff meetings, organizational plans, status 
reports or any other kind of reports or updates crafted by the CEO, the COO or 
the Vice President of this company as a regular course of business. 

 
The personal business relationships between management, the Board, officers and 
outside contacts, are given priority when making business decisions resulting in 
financial harm to the company.  
 
 Examples:  
 
Chris Wilson, lawyer, friend of Kachimata, the auditor, was instrumental in the 
“E” on the SDI trading symbol.  
 
Don DuBeau, friends to Cliff and Bill. (the disastrous DuBeau deal.) cost the 
company $50,000USD. 
 
Gernot Trolf: Mr. Trolf old shareholder of SCDI now C.O.O., has proven his 
consistent inability to handle just about every task under his management (T-Rex 
damage amounts to about $50,000 loss to the company. When I requested that Mr. 
Trolf be removed, I was met with opposition on that decision based on “oh, he 
will sue” or “he’s been here so long, he drives all the way from San Diego,” “why 
don’t we just pay him and move him into NCB” or “let’s just find something for 
him to do.”  
 
Gernot Trolf:  Mr. Trolf has no fit in his role as C.O.O. or the ability to handle the 
majority of the tasks he considers under his job description. He has mishandled 
virtually every asset in the SDI family of properties. He just barely avoided the 
threat of a harassment suit from a former receptionist.  He develops problematic 
relationships between he and property managers.  He has caused rental losses 
from T-Rex. The company should remove this position, the title and eliminate the 
payroll burden. 
.  
Cliff Strand:  Mr. Strand CEO runs the company like that of a private entity. He 
does not grasp that the responsibility of a CEO is, “the buck stops here”. No 
matter the prior management inabilities, the blame cannot be shifted.  It cannot 
always be someone else’s fault, never his. If he truly possesses the capabilities of 
his title and has the sufficient knowledge to counter poor decisions, he would 
have a better, more successful company. He does not. 



 
Bill Biddle:  Mr. Biddle serves as Vice President of Acquisitions.  Bill Biddle’s 
ability to harness “good properties” is not a sufficient qualification to retain him 
as a full-time employee or an officer of the company. First, he can do this from 
anywhere; instead he drives 2 days a week running up expenses for the company, 
commanding a large salary that the company cannot afford. There has been no 
activity for almost 2 years in acquisitions.  
 
As a director he has no knowledge of the public market or the ultimate 
responsibility of holding a seat and the ramifications of his decisions on a public 
Board. His personal behavioral habits cannot be tolerated. His constant yelling 
and barrage of threats to fellow officers and employees, and his inability to follow 
procedure and guidelines is a recipe for disaster. His style of presentation does not 
instill outside investors with confidence. While his personal contributions are 
heart felt and  personality charming, the company should take the appropriate 
business steps to neutralize the situation. 
 
Munjit Johal:  Mr Johal serves as CFO, and has demonstrated a high degree of 
competence and great patience in dealing with individuals who are inexperienced 
in understanding the financial processes necessary to keep this company reporting 
according to the rules set out by the SEC, or of even simple accounting practices. 
Poor legal counsel via Chris Wilson, and Cliff Strand, CEO, who wants to argue 
with procedures he does not understand, has stymied and put him in harms way, 
as a signing officer of the company.  Cliff authorizes expenditures with little 
responsibility to its loss or consequence to the company’s bottom line, or 
profitability.  
 
It was Mr. Johal who was first to forgive accruals, and took no personal stock 
incentive to reduce the debt of the company. It took 6 weeks to work out contracts 
that reduced approximately $750,000 dollars of debt off the books of the 
company, which will result in a positive quarter for the first time on the 
company’s books. Mr. Johal is an officer of this company and deserves his salary.  
 
Jim Brondino:  Mr. Brondino is a consultant to the company. M r. Brondino 
brings some much needed conservatism and organization to the company’s 
property acquisitions and on-going property management.  He is focused and 
diligent in his tasks and has the experience to make sound decisions. He is 
instrumental in delivering a high quality work product that will help the company 
to become more efficient and consistent in its documentation. These products will 
move the company forward while, removing the ill-fated guess work that 
presently exists 

 
. (2) Financially the company is virtually insolvent. Its debts cannot be 
serviced by its income stream.  The auditors also have a “going concern” on the 
books.  The company has just come off of an “E” on its symbol, which impedes 
the company’s ability to raise capital. The stock is depressed with no trading 



volume.  The float of the company, (2 million shares), has been impaired, which 
makes it impossible to make a market in the stock. Millions of shares of stock will 
be free-trading shortly, which will once again put pressure on the stock. 
Munjit, the CFO, the auditors and Kyleen Cane, the company’s present S.E.C. 
attorney, are poised to file the needed amendments, because of the “E,” to get the 
company back in proper  reporting order. The shortage of capital requires that 
Munjit has no choice but to freeze company funds in order to use cash proceeds 
where it is most needed. He is ultimately tasked to take care of the financial status 
of the company and is personally libel under the Sarbanes-Oxley Act. His 
decisions must be heeded, as it is his responsibility. I support him 100%.   
 
The Board must look at all alternatives, including a Chapter 11 re-organization in 
order to protect the company’s assets if so required.  The Board cannot sit back 
and wait for $2 million “on the come” from the sale of the Cannery as a solution. 
 
Part of my mandate is to bring capital into the company. The “E”on our symbol 
was our first impediment to bring investors. The second was the heavy burden of 
the payroll debt of the company and the over inflated salaries. Every investor 
Wallace/Black introduced to SDI was not interested in putting “new money to pay 
old debt” All of this was relayed to Cliff and Bill and Gernot. Actions were taken 
to re-write contracts. Bill said he would not sign and give up anything unless he 
sees an investor that can deliver. Against my better judgment, I brought in an 
investor, Mr. Leonard Yablon, at my own expense. My assessment was that the 
company, under due diligence would not stand up, the enclosed report is the 
outcome. 

  
Immediate cash infusion is mandatory to the survival of SDI 
 
(3) Following are contracts, liabilities, shares and law- suits on going and or 
settled. 
 
-Duane Schwaab- settled at a cost of $1,800 gain to the company, plus share 
certificates were issued dating back 16 months. 
  
-Carlos Royal- Approximately $21,000 of an outstanding commission payment 
was settled for  $10,000 cash  $5K+$5K over two months and the rest in stock 
certificates which were delivered. 
 
Bob Jaimieson (on-going) $1,500 for a business plan this is still outstanding, but 
feel very confident that we will lower it by half. 
 
-Louis Leon law-suit is on going. $15,000 has already been spent. We are looking 
for a summary judgment.  The suit is dependant on Cobra issues 
 



The release of the services by Chris Wilson, attorney, who was a totally 
ineffectual attorney for SDI.  His poor advice will be felt through this company 
for a while.  

• He has moved out of our offices.  He owes rent and is holding over $5,000.00 
deposited in our trust account and will not release these fund. Presently, SDI is 
getting the documents to file a complaint to the Bar in California. 
 

• REIT shares; the float of the company shall be restated on the company’s books to 
add 2 million free-trading shares.  This may create a negative impact on the share 
holdings of Cliff Strand, Bill Biddle, Bob Leonard, Sumy Leonard and Wayne 
Sutterfield, but is a great positive impact to the company.  It will be placed back 
to where it should have always been.  It allows the company to access market 
makers to make a market in the companies stock, which will add value  to the 
company and its shareholders. 
 

• A new competent SEC. attorney is in place, and will reduce costs associated with 
the filings of the company by half over that of last years costs, under Chris 
Wilson. 
 

• Also on going corporate counsel has been retained and available to the company 
for only $2,000.00 per month. 
 

• Installed organizational charts and documents to assist with due diligence 
pertaining to our present and future properties, including financial forms to track 
our monthly rent rolls. 
 

• Removed old employment contracts and accruals to a reduction of debt of over 
approximately $750,000USD. 
 

• Issuance of stock to multiple parties that have been outstanding for over a year. 
 

• Clarification of the company’s bylaws, compensation and audit committee for the 
officers and directors to properly account for the company. 
 

- T-Rex (on going) The company is in a default position of about 
$46,000.00. Notice has been given by Gary Vandenberg.  Company has 
set up a task force to handle the problem: Jan Wallace – negotiation  

• Jim Brondino – day to day monitoring of T-Rex Business.  
• Cliff Strand  - to market and rid the company of the T-Rex from SDI  It is 

presently on the book at zero valuation.  Presently Jan has negotiated a stand still 
until after the board meeting (E-mails enclosed). 
 

• A standstill oral agreement is in place over a 30,000USD agreement with a 
marketing company that was signed a year ago by Mr. Strand. We have informed 
the company that we will not pay towards this agreement.  At best, they may want 
to accept 3,000USD as a form of settlement. 



Every day more issues come up and is handheld swiftly there is no longer any time to 
leave issues to ponder. 

 
In closing, I was hired to spend 3 days a week on the business of SDI at $8,500 a month.  
I presently spend twice that time on the business of SDI and have the cell phone and 
office phone records to prove it.  The present management of SDI is ineffectual. What 
they don’t know or understand, their inability to change to formal structure, to remove 
personal involvement from business issues, which only clouds their ability to make 
decisions to problems that present themselves on a daily basis, will only bring further 
harm to the company.   
My first 3 months and my ability to effectuate change could have taken much less time 
than it has, if the education process with management had not been so consuming.  So, all 
personalities aside, this Board is presented with hard business decisions.  This is a public 
company and an on-going business.  My recommendation is to create a plan to remove 
Cliff Strand as CEO, Bill Biddle as Vice President of Acquisitions and Gernot Trolf as 
COO of SDI.  Munjit to immediately put tight financial constraints in place to reduce 
overhead and personel until the company has cash infusion. 

-Allow Jan Wallace to work with Jim Brondino to assess the company’s assets 
and fix, sell or renegotiate leases for the company’s properties. 
-Allow Jan Wallace to run the day to day operation of the business as is necessary 
in a public company.   
Otherwise leave everything status quo and proceed as you see fit. 

 
  
 Yours respectfully 
 
 Jan Wallace 
       Chairman, Wallace/Black      





From: jardin wallace [jardin.wallace@gmail.com]
Sent: Tuesday, March 25, 2008 3:26 PM
To: Mark E. Phillips
Subject: Re: Panama

i want to fly by private plane.  kyleen and i have been planning i also want to sell the cayman property, now in 
the works, and buy citizenship thru natural resourse support to the country   you can come  

  

  

 

  

 

 

 

 

 

  

 

  

   

  

 





From: Leanne Perrin [Leanne.Perrin@yorkstreet.bm]
Sent: Wednesday, March 15, 2006 10:27 AM
To: jan wallace
Subject: RE: 2006 Renewal Invoice - Arch Ltd. and Sunshine Ltd.

These amounts were paid feb 21, 06 
 
Thanks, 
Leanne 
 
 
-----Original Message----- 
From: jan wallace [mailto:janwallace@att.net] 
Sent: Wednesday, March 15, 2006 12:35 PM 
To: Leanne Perrin 
Subject: RE: 2006 Renewal Invoice - Arch Ltd. and Sunshine Ltd. 
 
 
Leanne I will send the 5000usd today for the accounts jan 
 
-----Original Message----- 
From: Leanne Perrin [mailto:Leanne.Perrin@yorkstreet.bm] 
Sent: Tuesday, January 31, 2006 10:24 AM 
To: janwallace@att.net 
Subject: 2006 Renewal Invoice - Arch Ltd. and Sunshine Ltd. 
 
Please find attached invoices for the above company's along with wire instructions for your 
convenience. 
 
Regards, 
 
Leanne Perrin CA 
27 Reid Street, 1st Floor 
P.O. Box HM 3051 
Hamilton HM NX 
Bermuda  
 
Telephone: (441) 295-4754 or (441) 295-1820 
Facsimile: (441) 295-5491 
Email: leanne.perrin@yorkstreet.bm 
Website: www.st-georges.com or www.water-street.com 
____________________________________________________________________________ 
__ 
The information contained in this e-mail message may be privileged and confidential 
information and is intended only for the use of the individual and/or entity identified in 
the alias address of this message. If the reader of this message is not the intended 
recipient, or an employee or agent responsible to deliver it to the intended recipient, you 
are hereby requested not to distribute or copy this communication. If you have received this 
communication in error, please notify us immediately by telephone or return e-mail and delete 
the original message from your system. 
 
 <<BSS USD wire transfer instructions.pdf>>  <<1374 Arch Ltd.pdf>>  <<1236 Sunshine Ltd.pdf>> 
 
 



 

USD  WIRE  TRANSFER  INSTRUCTIONS

Correspondent Bank:  HSBC Bank USA 
452 Fifth Avenue 

  New York, NY  10018 
U.S.A.

  SWIFT Code:  MRMDUS33 
  FED ABA: 021001088 

 CHIPS ABA: 0108 

Beneficiary Bank: The Bank of Bermuda Limited 
 6 Front Street 
 Hamilton  HM 11 
 Bermuda 

 SWIFT Code: BBDA BMHM 

Beneficiary Account Number: 1010-956504 

Beneficiary Account Name: Bridge Street Services Limited
 Reference: Client and/or Company Name 



  

Bridge Street Services Limited 
 

Marquee Place, Suite 300                           

430 West Bay Road                                  

P.O. Box 30691 SMB                                 

Grand Cayman                                       

Cayman Islands, BWI                                

                                                   

                                                   

 

  

 INVOICE 

 

 

 

Our ref: 8ULNN8G9/1236 01/11/2005 

 

LOM Securities (Cayman) Limited                                                  

Buckingham Square, Penthouse                       

P.O. Box 30997SMB                                  

West Bay Road, SMB                                 

Cayman Islands                                     

 

 

Sunshine Ltd 

 

Description USD sum 

 

Professional Fees: 

2006 Corporate Administration Fee 2,500.00 

  

 

Grand Total: USD 2,500.00 

 

 

  

Invoice is payable upon receipt                                        
Please ensure prompt payment on or before January 31, 2006            

to avoid penalty fees                                                  
 



  

Bridge Street Services Limited 
 

Marquee Place, Suite 300                           
430 West Bay Road                                  

P.O. Box 30691 SMB                                 
Grand Cayman                                       

Cayman Islands, BWI                                
                                                   
                                                   
 

  
 INVOICE 

 
 
 
Our ref: 8UML06T4/1374 01/11/2005 
 
Ms. Devi JOHAL                                     
LOM Securities (Bermuda) Limited                                                 
The LOM Building                                   
27 Reid Street                                     
Hamilton HM 11                                     
Bermuda                                            
 
 
Arch Ltd 

 
Description USD sum 
 
Professional Fees: 
2006 Corporate Administration Fee 2,500.00 
 
 
 
Grand Total: USD 2,500.00 
 
 
  

Invoice is payable upon receipt                                        
Please ensure prompt payment on or before January 31, 2006          

to avoid penalty fees                                                  
 



From: Kelly Black
To: janwallace@att.net; jwallace@att.net
Subject: FW: Listings
Date: Wednesday, July 12, 2006 9:56:56 AM
Attachments: Agreement Secured Diversified Investment Ltd.doc

Freiverkehr Trading Segment.pdf
FWBe10 06-05-29.pdf

 
 

From: Sebastian Ostermann [mailto:Sebastian.Ostermann@rg-securities.com] 
Sent: Monday, July 10, 2006 11:53 PM
To: kblack@premierfundingservice.com
Cc: 'Rainer Bergmann'; 'Sergey Kozlov'
Subject: Listings
 
Hi Kelly,

 

hope everything is fine?

 

Regarding your request, please find the agreement for Secured Diversified Investment Ltd., information about the

trading segment and the official rules and regulations of the Frankfurt Stock Exchange for your information

attached.

 

Can you please take care, that we get the signed agreements for your other companies asap.

 

We did send you the sample (see attached), normally we prepare the agreement for you but in this case we are not

able to get all the information about the company.

 

Please take care that the company sets up regular homepages for the investors to have a look at the company.

 

Thx in advance.

 

Bets Regards

Sebastian

 

Sebastian Ostermann
Assistant
 

RG SECURITIES AG
Wertpapierhandelsbank
Goetheplatz 4
D-60311 Frankfurt am Main
 
Fon:      +49 (0) 69 / 92 18 93 214
Fax:      +49 (0) 69 / 92 18 93 5214
Email:    sebastian.ostermann@rg-securities.com
Web:    www.rg-securities.com
 
 

 
Diese E-Mail enthält vertrauliche und/oder rechtlich geschützte Informationen. Wenn Sie nicht der richtige Adressat sind oder diese E-Mail irrtümlich
erhalten haben, informieren Sie bitte sofort den Absender und vernichten Sie diese Mail. Das unerlaubte Kopieren sowie die unbefugte Weitergabe
dieser Mail ist  nicht gestattet.
 
This e-mail may contain confidential and/or privileged information. If you are not the intended recipient (or have received this e-mail in error) please
notify the sender immediately and destroy this e-mail.  Any unauthorized copying, disclosure or distribution of the material  in this e-mail is  strictly
forbidden.
 

mailto:kblack@premierfundingservice.com
mailto:janwallace@att.net
mailto:jwallace@att.net
mailto:sebastian.ostermann@rg-securities.com
http://www.rg-securities.com/
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► Executive Summary 

and Key Findings 

 
By virtue of the ease of formation and the absence of 
ownership disclosure requirements, shell companies 
ñ generally defined as business entities without active 
business or significant assets ñ are an attractive 
vehicle for those seeking to launder money or 
conduct illicit activity.  While business entities 
generally, and shell companies specifically, have 
legitimate commercial uses, this lack of transparency 
in the formation process poses vulnerabilities both 
domestically and internationally.   
 
The advantages of using these business entities for 
legitimate business purposes are in some senses 
outweighed by the potential for abuse presented by 
some entities, and by the risks to and potential 
deleterious effects on the financial system that result 
from lack of transparency regarding beneficial 
ownership.  
 
Although the focus of this paper is on limited liability 
companies, other business entities, including trusts, 
business trusts, and corporations, are also vulnerable 
to abuse.  The intent is to demonstrate the nature of 
the vulnerabilities that limited liability companies 
present, provide examples of known abuses, and 
present some specific steps which can be taken to 
reduce the risk to the financial system while 
preserving the advantages of limited liability 
companies for legitimate business use. 
 
It is anticipated that attention will be given in the 
future to studying other business entities which are 
subject to abuse and illicit use as shell companies or 
to otherwise mask ownership for illicit purposes. 
 
This report does not attempt to address tax policy 
issues regarding shell companies.  The vulnerabilities 

addressed are those that relate to the use of shell 
companies to facilitate money laundering and 
financial crime in general.  
 

Key findings 

 
The following key findings demonstrate the 
vulnerability of shell companies to misuse, and the 
imperative to formulate appropriate responses to 
address the issue. 
 

• Domestic shell companies (LLCs and other 
varieties) have some legitimate and legal 
uses, but the ability to abuse such vehicles 
for illicit activity must be continually 
monitored. 
 

• Domestic shell companies can be and have 
been used as vehicles for common financial 
crime schemes such as credit card bust outs, 
purchasing fraud, and fraudulent loans. 
 

• The use of domestic shell companies as 
parties in international wire transfers allows 
for the movement of billions of dollars 
internationally by unknown beneficial 
owners.  This could facilitate money 
laundering or terrorist financing. 
 

• Company formation agents and similar 
service providers play a central role in the 
creation and ongoing maintenance and 
support of domestic shell companies, some 
of which appear to be used for illicit 
purposes domestically and abroad. 
 

• Based on our research, states do not appear 
to impose effective accountability 
safeguards on company formation agents 
and similar service providers to ensure that 
the business entities they create, buy, sell, 
and support are not violating state laws 
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specifying that the companies be used only 
for lawful and allowable purposes.1 
 

• There is currently no requirement that these 
service providers report suspicious activity 
involving the shell companies they have 
created, bought, sold, or supported, nor are 
there requirements or procedures to identify 
beneficial owners in certain jurisdictions if 
illicit activity is suspected. 
 

• Certain domestic jurisdictions, especially 
when serviced by corrupt or unwitting 
service providers, are particularly appealing 
for the creation of shell companies to be 
used for illicit purposes. 
 

• The LLC, particularly when organized in a 
state which does not require reporting of 
information on ownership,2 provides an 
attractive vehicle for a shell company 
because it can be owned or managed 
anonymously and is inherently vulnerable to 
abuse. 

Steps Forward 

 
FinCEN is undertaking three key initiatives to deal 
with the issues addressed in this report and to 
mitigate risks posed by shell companies:     
 

1. Concurrent with this report, FinCEN is 
issuing an advisory to financial institutions  
highlighting indicators of money laundering 
and other financial crime involving shell 
companies, and reminding financial 
institutions of the importance of identifying, 

                                                 
1 A few states ñ most notably Delaware ñ impose ìstandards of 
conductî on persons serving as ìregistered agents.î  For example, 
the Court of Chancery in Delaware can enjoin a person from 
serving as a ìregistered agentî if the person has engaged in 
criminal conduct or in conduct that is likely to deceive or defraud 
the public.  Service as a ìregistered agentî forms only part of the 
services that company formation agents and similar service 
providers often offer their clients.  Moreover, a business entity 
need not organize or conduct activities in Delaware or any other 
s ate that imposes ìstandards of conduct.î    t
2 Although some states require the reporting of information on 
ownership, no state requires the reporting of information on 
beneficial ownership.  An individual may own an LLC indirectly, 
through nominees and other business entities.  The Securities and 
Exchange Commission (SEC) addresses the potential through the 
concept of beneficial ownership, which the SEC defines as holding 
the rights of ownership "directly or indirectly, through any 
contract, arrangement, understanding, relationship, or otherwise."  
The concept of beneficial ownership would require an LLC ñ  
when reporting information ñ to "look through" nominees and 
business entities. 
 

assessing, and managing potential risks 
associated with providing financial services 
to such entities.  
 

2. FinCEN is continuing its outreach efforts 
and communication with state governments 
and trade groups for corporate service 
providers to discuss identified 
vulnerabilities, and to explore ways to 
address vulnerabilities in the state 
incorporation process, particularly with 
respect to the lack of public disclosure and 
transparency regarding beneficial ownership 
of shell companies and similar entities.  
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3. FinCEN is continuing to collect information 
and studying how best to address the role of 
certain businesses specializing in the 
formation of business entities in its effort to 
reduce money laundering and related 
vulnerabilities in the financial system 
through the promotion of greater 
transparency.  



 

 

 

 

 

 

► Uses and Abuses of 

Domestic Shell 

Companies 

 
The term ìshell companyî generally refers to limited 
liability companies and other business entities with 
no significant assets or ongoing business activities.  
Shell companies ñ formed for both legitimate and 
illicit purposes ñ typically have no physical presence 
other than a mailing address, employ no one, and 
produce little to no independent economic value.  
Shell companies are often formed by individuals and 
businesses to conduct legitimate transactions, such as 
domestic and cross-border currency and asset 
transfers, or to facilitate corporate mergers and 
reorganizations. 
 
Shell companies can be publicly traded or privately 
held.  Although publicly traded shell companies can 
be used for illicit purposes, the vulnerability of the 
shell company is greatly compounded when it is 
privately held and beneficial ownership can more 
easily be obscured or hidden.  Lack of transparency 
of beneficial ownership can be a desirable 
characteristic for some legitimate uses of shell 
companies,  but it is also a serious vulnerability that 
can make some shell companies ideal vehicles for 
money laundering and other illicit financial activity. 
 
One of the common uses for a shell company is in the 
reverse acquisition.3 The procedure will often 
involve a simple acquisition of a shell company, with 
shares of a private company used as consideration.  
The shell company, which at one point may have 
been an active company publicly traded on a stock 
exchange, issues shares to the shareholders of a 
private company sufficient to give those shareholders 
a majority interest in the shell company, thereby 
effectively taking the private company public without 
the usual costs associated with an initial public 
offering, and giving shareholders of the private 
company control over the shell company.  It should 
be noted that the shell company in the reverse 
acquisition is often a formerly active company, not 
one created solely to be a shell. 

                                                 
3 Also known as a reverse merger or takeover. 

 

The reverse acquisition process has in the past been 
subject to abuse.  For example, if the expected value 
of the private company is fraudulently exaggerated, 
investors buying into the company may lose a 
considerable percentage of their investments when 
the company turns out to be worth much less.  Those 
who fraudulently promoted the company have at that 
point already sold their stock and made a handsome 
profit.  These ìpump and dumpî schemes often 
involve shell companies with low market 
capitalization whose stock trades at pennies per share 
on the ìpink sheetsî (www.pinksheets.com), OTC 
Bulletin Board, or other over-the-counter trading and 
information systems.  One indicator of this scheme is 
concentrated trading in normally thinly traded stocks.  
Ralph A. Lambiase, former president of the North 
American Securities Administrators Association 
(NASAA) and director of the Connecticut Division of 
Securities, noted in 2004 the existence of ìa steady 
stream of fraud and misconduct in the distribution 
and manipulation of shares of shell companies and 
the companies that combine with shell companies.î4

 
Some steps have been taken to prevent this type of 
abuse.  For example, the SEC adopted rules on June 
29, 2005 designed to protect investors in the 

securities markets from fraud and abuse involving the 
use of shell companies, while allowing the use of 
shell companies for legitimate corporate structuring 
purposes.5  The SECís rules are disclosure-oriented 

 

Shell Company  
Domestic Abuses 

 
Pump and dump 
Credit card bust out 
Fraud 
 

 
Over invoicing 
False invoicing 
 

                                                 
4 ìNASAA Wants All Merged Shell Companies to Provide Full 
Disclosure, Transparency,î M2 Financial Wire, 06/28/2004. 
5 SEC Release Nos. 33-8587; 34-52038; International Series 
Release No. 1293; File No. S7-19-04, ìUse of Form S-8, Form 
 8-K, and Form 20-F By Shell Companies,î 70 FR 42233  (July 15, 
2005). 

http://www.pinksheets.com/


 

and require the public reporting of information that 
would then be accessible through the Electronic Data 
Gathering, Analysis, and Retrieval system (EDGAR). 
The SEC acknowledged in its rulemaking that 
companies and their professional advisors often use 
shell companies for many legitimate corporate 
structuring purposes, such as certain change of 
domicile or business combination transactions.  
 
Shell companies may play a role in common financial 
crime schemes such as the credit card bust-out, 
whereby credit is built up on cards using false 
identities, then phony transactions with cooperating 
businesses or shell companies are made and the 
phony charges are received as payments from the 
unsuspecting credit card companies. Referring to a 
case involving a foreign national who is suspected of 
providing bust-out proceeds to terror groups, FBI 
Intelligence Analyst Joseph Enright said, ìone of the 
co-conspirators in the bust-out case linked to the New 
York case had an American identity under one name, 
with which he incorporated shell businesses and 
obtained checking accounts, and a completely 
different ënew nameí under which he obtained a 
passport from his native country.î6  Additionally, the 
complicit businesses may change names, director 
names, and addresses on official documents to throw 
investigators off the track. 
 
A technique commonly seen by corporate 
accountants involves an employee over-invoicing or 
creating false invoices and pocketing the difference.  
The director of a nutritional supplement company 
was convicted of money laundering in 2004.  He had 
set up a shell company and was paying false invoices 
for the purchase of nutritional supplements.  In 
addition, he received kickback payments from 
another nutritional supplement company in exchange 
for purchasing their products.  His company was 
established by a service provider that also provided 
mail and phone forwarding for the shell company.7
 
The latter example indicates that the individuals or 
companies that create shell companies may play a 
significant role even after the shell is created and 
sold.  In fact, a convenient and popular service 
combines formation with ongoing support. 
 
One Delaware-based service provider provides 
formation services as well as mail forwarding 
                                                 
6 ìAre bust-out schemes financing terror?,î Vision, FBI New York, 
04/07/2005. 
7 ìInformation issued by U.S. Attorney's Office for the Northern 
District of Texas on March 11: Former director of sports nutrition 
at Texas Tech University sentenced to 33 months in federal 
prison,î US Fed News, 03/11/2005. 

services, telephone lines, e-mail accounts, and 
accounting services to file tax returns.   A number of 
suspected shell companies created by this firm appear 
in Suspicious Activity Reports. 
 
Forming and supporting small companies is neither 
difficult nor expensive, and requires no special skill 
other than understanding the laws in the various 
states.  The majority of shell companies sold to 
foreign interests appear to differ significantly from 
those used in reverse acquisitions, for example, in 
that they appear to have been set up solely for 
purchase and were not ìagedî or put on the shelf 
after some period of actual operation (though they, 
too, may not be used immediately).  This type of 
shell appears to have few legitimate uses, and can 
fairly easily be employed to disguise ownership or 
movement of assets or to facilitate illicit activity. 
 
A report by the U.S. General Accounting Office (now 
the Government Accountability Office) in 2000 
provided information on another service provider 
whose business provided approximately 2,000 shell 
companies to clients based in Moscow, Russia.  The 
report did not uncover the purpose of these 
companies, but did describe some interesting aspects 
of a phenomenon that appears to be continuing today 
on a large scale ñ the use of domestic shell 
companies to hide the ownership and purpose of 
billions of dollars in international wire transfers. 
This phenomenon has been drawing increasing 
attention both domestically and abroad due to the 
large amounts of money involved and the secretive 
nature of the companies and their transactions.  The 
Financial Crimes Enforcement Network has 
previously examined the use of domestic shell 
companies in these transactions and has provided 
input to the Financial Action Task Force (FATF). 
 
 

► Advertised Services for 

Shell Companies 
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Internet searches reveal that numerous service 
providers advertise services for shell companies, such 
as resident agent and mail forwarding services.  Shell 
companies may also purchase corporate office 
service packages in order to establish a more 
significant local presence.  Advertised prices for 
these packages, which often include a state business 
license, a local street address and an office that is 
staffed during business hours, a local telephone 
listing with a live receptionist, and 24-hour 



 

personalized voicemail, range from $900 to $1950 
per year in the research sampling.  In addition, 
service providers may offer assistance in opening 
local and foreign bank accounts for the shell 
company.  For example, in the GAO report cited 
earlier, it was revealed that two service providers 
created 236 accounts at two U.S. banks which were 
the recipients of about $1.4 billion in wire transfers. 
 
Service providers may also sell aged ìshelf 
companies.î  Prices for these companies vary 
depending on the year and state of organization 
(older companies commanding higher prices), as well 
as factors such as whether the shelf company has an 
employee identification number (EIN), received a 
Paydex score, filed non-activity tax returns, 
previously had a bank account, or currently maintains 
a bank account.  Advertisements by some service 
providers contend that the main advantage for 
purchasing a shelf company is to provide the 
appearance of longevity to the business, particularly 
for the purpose of meeting minimum age 
requirements when obtaining leases, credit, and bank 
loans. 
 
In order to preserve a clientís anonymity, some 
service providers promote a variety of nominee 
services including: 
 
� Nominee EIN:  Shell companies may obtain an 

EIN without providing the clientís EIN on the 
application. 
 

� Nominee officers and directors:  Service 
providers may set up nominees for those offices 
in the shell company that appear on the public 
record in order to eliminate the clientís name 
from secretary of state records.  In addition, a 
client can retain ownership and operational 
control through confidential stock ownership or 
appointment to offices that do not appear on the 
public record (e.g., vice president). 
 

� Nominee stockholders:  The client may use 
nominee stockholders to create an additional 
layer of privacy while maintaining control 
through an irrevocable proxy agreement. 
 

� Nominee bank signatory:  A nominee 
appointed as the company accountant accepts 
instructions from the client. 

 

► Limited Liability 

Companies 

 
Though there are other types of business entity 
available, a very common type formed and operated 
as a shell company is the limited liability company 
(LLC).  In fact, the LLC makes an attractive vehicle 
for a shell company.  Some LLCs can be owned or 
managed anonymously, and are therefore inherently 
vulnerable to abuse.  Virtually anyone can own or 
manage an LLC, including foreign persons and other 
business entities.  A member of an LLC is equivalent 
to a shareholder in a corporation.  A manager, on the 
other hand, is equivalent to an executive officer or a 
member of the board of directors.  An LLC may lack 
managers, in which case the members would manage 
the LLC.  Some states do not require the names or 
addresses of members or managers.  In some cases, 
only the names of managers and not members 
(owners) are reported. 
 
According to the International Association of 
Commercial Administrators (IACA), an organization 
that solicits annual reporting from the states, of the 
states reporting, there were more than 4.9 million 
LLCs active or in good standing at the end of 2005 
(See Figure 1).8
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8 Referenced figures and tables are located at the end of the report. 



 

 

 
As reported to IACA, the following five states had 
the most LLCs active or in good standing in 2005 
(AK, IN, NM, PA, and WY did not report this 
statistic): 
 

State 

LLCs Active or in Good 

Standing (2005) 

Delaware 333,565 
California 325,738 
Florida 293,845 
New York  275,503 
Michigan  274,940 

 
Out of 35 states reporting (Michigan and Florida, 
among others, did not report this statistic), the top 
five states for revenue collected from LLC initial 
filings in 2005 were:  
 

State 

Revenue Collected in 

2005 (initial filings) 

Illinois $13,639,250 
Texas $12,021,100 
New York $11,281,600 
Delaware $8,779,200 
Massachusetts $7,184,000 

 
California was ninth with $4,901,680 collected.  See 
Figure 2 for an example from Nevada of the various 

fees which contribute to the revenue generated by 
LLCs. 
 
Illinois reported 138,256 LLCs active or in good 
standing in 2005.  All of the above figures include 
both domestic and foreign LLCs.  States use the term 
domestic to refer to business entities formed in their 
state.  A foreign business entity is considered one 
formed in a state or jurisdiction other than the one to 
which it is applying for registration.  A foreign LLC 
must file with the state in order to ìdo businessî in 
that state.  It is important to understand that 
companies owned by out-of-state or foreign persons 
or entities are formed as domestic LLCs unless they 
were originally formed in another jurisdiction.  
Therefore, newly created shell companies owned by 
such persons or entities will often fall into the 
domestic classification. 
 
Reporting to IACA shows an increase for most states 
in the number of new LLC filings in the last five 
years (see Figure 3), with Florida posting the greatest 
percentage increase ñ 410.67% ñ from 2001 to 2005.  
Pennsylvania is next with 215.08%.  For 2005, IACA 
reports show that Florida was the leader for new 
domestic LLCs (123,437 compared to the next 
highest by Delaware at 87,360) and the leader in total 
LLCs formed between 2001 and 2005 ñ 357,239.  
California was the leader in registration of foreign 
LLCs in 2005 (10,593 reported, compared to the next 
highest by Florida at 7,121). 
 
 
 

► The Vulnerability of 

Certain States based on 

their Laws  

 
Figures 4 through 8 illustrate the trends in LLC 
formation in four states ñ Delaware, Nevada, Oregon, 
and Wyoming ñ that are representative of those that 
have formation and reporting requirements which 
may be attractive to those persons seeking to hide 
illicit activity within the framework of shell 
companies.  It is important to note that these same 
requirements also attract legitimate business activity.  
A comparative discussion of the formation of limited 
liability companies in these and other states follows.   
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LLCs 
 

Limited liability companies first became 
widely available in the U.S. in the early 
1990s.  The German version (GmbH, or 
Gesellschaft mit beschränkter Haftung) has 
been in existence since the late 1800s.  The 
LLC is a hybrid form of business entity 
that can protect the owners effectively in 
the case of legal action.  Like a corporation 
the LLC structure removes the members 
and managers from liability, and, like a 
partnership, it provides certain tax benefits.  
It is considered a ìpass-throughî 
arrangement because the individuals are 
taxed rather than the company (unless the 
company elects to be taxed as a 
corporation.).  An LLC is easier to set up 
than a corporation and LLCs are subject to 
relatively few procedural requirements 
relating to the governance of the business 
entity.   
 



 

► Limited Liability 

Company 

Requirements 

 
Limited liability companies in Delaware, Nevada, 
Oregon, and Wyoming may be formed by one or 
more persons.  See Table 1 for a comparison of the 
four statesí initial formation requirements and fees.  
The certificate of formation required to form LLCs in 
these states must include the name of the LLC and 
the name and address of the registered agent and 
registered office.  See Figure 9, Delawareís 
Certificate of Formation, for an example. 
 
A critical element in the formation of a shell 
company to be used for illicit purposes is the lack of 
transparency regarding ownership.  States whose 
laws do not require LLCs to report the identities of 
members or managers will be most attractive to 
persons seeking to form a shell company for illicit 
purposes.  (However, even a requirement to identify a 
member or manager can be thwarted through the use 
of nominees or fictitious identities.) 
 
The categories that follow are based on degrees of 
transparency assigned on the basis of FinCENís 
preliminary understanding of each stateís reporting 
requirements.  The states in the first category offer 
the least transparency.  All limited liability 
companies organized or ìdoing businessî in a state 
must file one or more of the following documents ñ 
articles or a certificate of formation or organization, 
periodic reports, and an application for registration as 
a foreign entity. We have placed states in categories 
based on whether a limited liability company must 
report information in at least one of these documents.  
In addition, we have placed states in categories based 
on whether the limited liability company must report 
information on at least one person ñ and not all of 
them.  To illustrate, if a state requires a limited 
liability company to report in a certificate of 
formation the identity of only one member and only 
one manager ñ and requires reporting of the 
information in no other document -- then the state 
will have been placed in the last category.  
 
The statutes of a few states include language 
requiring the execution or signing of a document by a 
person whose identity the limited liability company 
need not report in the body of the document itself.  
For example, a statute may impose no requirement to 
report the identities of either members or managers.  
The statute may nevertheless indicate that ìa member 

or manager must sign documents filed with the 
Secretary of State.î  Since the language is intended to 
ensure that the filing of a document is duly 
authorized ñ and not to ensure that the limited 
liability company includes information on members 
or managers ñ the language has no effect on the 
category in which the state would fall.    
 
Fourteen states impose no requirement to report the 
identities of either members or managers.  These 
states are listed below: 
 

Arkansas Mississippi 
Colorado Missouri 
Delaware New York 
Indiana Ohio 
Iowa Oklahoma 
Maryland Pennsylvania 
Michigan Virginia 

 
Eight states and the District of Columbia require a 
limited liability company to report the identities of 
managers only.  These jurisdictions do not require a 
limited liability company to report the identities of 
members, even when the limited liability company 
has no managers: 
 

Massachusetts Tennessee 
North Carolina Vermont 
Rhode Island Wisconsin 
South Carolina District of Columbia 
South Dakota  

 
Twenty-four states require a limited liability 
company to report the identities of members, but only 
when the limited liability company lacks managers. 
These states are listed below: 
 

California Nebraska 
Connecticut Nevada 
Florida New Hampshire 
Georgia New Jersey 
Hawaii New Mexico 
Idaho North Dakota 
Illinois Oregon 
Kentucky Texas 
Louisiana Utah 
Maine Washington 
Minnesota West Virginia 
Montana Wyoming 
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The following four states are the only ones that 
require a limited liability company to report the 
identities of members regardless of the existence or 
number of managers: 



 

Alabama Arizona 
Alaska Kansas 

 
Therefore, 47 jurisdictions in the U.S. exist in which 
ownership of an LLC may legally remain unreported, 
depending on how the LLC is structured.  (And, as 
noted above, the conclusion does not address the 
potential for concealing identity through the use of 
nominees or similar mechanisms.) 
 
The 14 states that impose no requirement to report 
the identities of either members or managers provide 
the least transparency.  The following table identifies 
their ranking in terms of number of new LLCs 
formed in 2005 and the percentage increase (if 
available) from 2001 to 2005 according to reporting 
to IACA (also see Figure 3): 
 
States with 
Lesser 
Transparency 

Rank  
( of 47 reporting): 
New LLCs - 2005 

% Increase in 
New LLCs
2001-2005

Delaware 2 102.13%
New York 5 111.87%
Michigan 8 86.28%
Colorado 9 133.37%
Ohio 11 92.77%
Virginia 13 136.08%
Maryland 15 106.81%
Missouri 16 N/A
Pennsylvania 19 215.08%
Oklahoma 30 N/A
Mississippi 32 N/A
Arkansas 35 107.29%
Iowa 37 109.20%
Indiana N/A N/A

 
Similarly, taking the average increase for each of the 
four groups of states yields the following 
comparison: 
 

Comparison of states 

Level of Transparency 

(Least to Most) 

% Increase in New 

LLCs 

2001-2005

No Reporting of Managers 
or Members 120.09%
Reporting of Managers Only 112.00%
Reporting of Members 
When an LLC Lacks 
Managers 146.68%
Reporting of Managers and 
Members 138.75%
Average of all states 
reporting: 133.37%

 
• The average increase in new LLCs from 

2001 to 2005 for the states with the least 
transparency was 120.09%.  
 

• The states that provide the next level of 
transparency averaged a 112.00% increase 
from 2001 to 2005. 
 

• The states that require information on 
members only when an LLC lacks managers 
had an average increase of 146.68%. 
 

• The four states that provide the greatest 
level of transparency averaged an increase 
of 138.75%. 
 

• The average increase in number of LLCs 
(2001-2005) for all states reporting to IACA 
was 133.37%. 

  
In terms of percentage increase in new LLC filings 
there appears to be no definitive correlation between 
level of transparency and preference of a state for 
LLC formation.  States with more transparency have 
exhibited slightly higher growth on average than 
states with less transparency, but there is much 
variation within each category.  Other factors appear 
to account for the relative popularity of certain states 
over others. 
 
Of the four states which are often recognized as being 
particularly appealing for the formation of shell 
companies (Oregon, Wyoming, Nevada, and 
Delaware)9, only Delaware falls in the group offering 
the least transparency.  The other three states fall in 
the group offering a moderate level of transparency. 
 
A preliminary conclusion based on the above 
information suggests that having all states require 
LLCs to report the identities of members and 
managers would not significantly affect the number 
of LLCs formed or the relative balance among states.  
Therefore, it appears that the vulnerabilities of the 
states which provide less transparency could be 
reduced through requiring greater transparency 
without a major effect on revenue generated for those 
states.  In contrast, the ensuing benefits to law 
enforcement and regulatory entities of greater 
transparency could prove significant. 
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9  See, e.g., Money Laundering Threat Assessment Working 
Group, ìU.S. Money Laundering Threat Assessment,î (Dec. 2005) 
at pp.47-50; U.S. Government Accountability Office Report No. 
GAO-06-376 to the Permanent Subcommittee on Investigations, 
U.S. Senate, ìCompany Formations: Minimal Ownership 
Information is Collected and Availableî (April 2006). 



 

 

Abuse of LLCs
 

 
The LLC can be used as a vehicle or tool in 
a wide range of illicit activity.  The 
potential lack of transparency and ease of 
formation could make it useful for money 
laundering and other financial crime.  
Examples include: 
 
Becs International LLC was a key 
company in a high profile case which 
broke in 1999 involving Russian money 
moved through the Bank of New York and 
a large network of shell companies. 

Capital Consultants, LLC was at the 
center of an elaborate scheme to defraud 
benefit plan investors of hundreds of 
millions of dollars.  Investigations started 
in 1993 and ended with the indictment of 
11 individuals, seven of whom pled guilty 
and one of whom was convicted in a bench 
trial.  Several shell companies were 
involved, including Sterling Capital LLC, 
Brooks Financial LLC, and Beacon 

Financial LLC.  In a statement given to 
the Senate on June 9, 2005, Alan D. 
Lebowitz, Deputy Assistant Secretary for 
the Department of Laborís Employee 
Benefit Security Administration (EBSA) 
said, ìThe scheme was of great 
sophistication and had a veneer of 
respectability provided by the cooperation 
of so many professionals including 
attorneys, accountants, and investment 
advisors.  EBSA's investigation uncovered 
a complex scheme to defraud investors 
through the unprecedented use of newly 
created shell companies, paper 
transactions, and false reports.î 
 
A lawyer in Oregon was sentenced to 
prison in February 2004 and forced to pay 
restitution of more than $400,000 for 
engineering several fraudulent loan 
schemes.  He used a shell company to help 
defraud five different financial institutions. 
 

 
Again, other factors may be at work in determining 
the preference of one state over another for the 
organization of a shell company.  These might 
include considerations of convenience as well as 

availability.  For illicit purposes, the services and 
advice of particular service providers may be another 
key factor. 
 
There are additional issues concerning business 
activity conducted by LLC shells.  While a shell 
company by definition has little or no assets, it may 
act as a conduit for the transfer of funds between 
third parties and members of the company.  There are 
no requirements that the company report activity as a 
conduit.  Many states do not consider the LLC to be 
ìdoing businessî in the state simply because it 
maintains an account at a bank in that state.  In that 
case, the LLC need not be registered with the state as 
a foreign business entity if it is not otherwise active 
there.  Similarly, many states consider ìisolated 
transactionsî as falling outside the definition of 
ìdoing businessî in the state.  Therefore, an LLC 
conducting isolated transactions as a conduit may 
have no obligation to register as a foreign business 
entity.  The LLC could organize in a state offering 
the least transparency and conduct activities in a 
number of other states without reporting the identities 
of members or managers. 
 
There are additional ways to further obscure 
ownership and activity.  For example, because an 
LLC can be owned or managed by one or more other 
business entities ñ a corporation, a limited 
partnership, a general partnership, a trust, or even 
another LLC ñ layers of ownership can be devised 
which make it highly unlikely that relations between 
various individuals and companies can be discerned, 
even if one or more of the beneficial owners are 
actually known or discovered.  In Delaware and other 
states, an LLC serving as a member or manager for 
another LLC is not considered to be ìdoing businessî 
in the state solely by reason of being a member or 
manager of the other LLC.  An LLC serving as 
member or manager of another LLC could organize 
in a state offering the least transparency and conduct 
activities in a number of other states without 
reporting the identities of members or managers. 
 
An additional benefit that applies equally to LLCs (or 
corporations) formed in any state is the air of 
legitimacy afforded foreign owners in operating a 
U.S.-based company.  Further legitimacy may 
possibly be obtained by organizing in a state without 
an international reputation for privacy of ownership. 
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► Suspicious Activity 

Reporting 

 
Research in the FinCEN Financial Database found 
1,002 Suspicious Activity Reports (SARs) filed from 
1996 through the beginning of 2005 which identify 
activity that appears to be related to shell companies.  
This is a sampling which almost certainly does not 
contain all of the SARs related to domestic shell 
company activity.  The filing institution may not 
recognize the involvement of shell companies or may 
not indicate its suspicions clearly in the SAR.  
Preliminary analysis of SARs filed since this research 
was conducted indicates that financial institutions 
continue to file SARs on shell company activity.  
Much of the increase in the last several years may be 
attributable to heightened awareness of shell 
company ìred flagsî (see The SAR Activity Review, 
Issue 7, Aug. 2004, p. 7) as well as to agreements 
entered into by several major banks with their 
primary federal or state bank regulators to address 
deficiencies relating to compliance with applicable 
federal and state anti-money laundering laws, rules,  
and regulations.  
 
These SARs reveal a wide variety of domestic and 
offshore financial center activity.  Suspected shell 
company locations include the United States, the 
Cook Islands, Vanuatu, Bahamas, the United 
Kingdom, Panama, the Cayman Islands, Nigeria, and 
Antigua.  932 SARs identify activity involving 
suspected U.S.-based shell companies.  67 SARs 
identify activity primarily involving shell companies 
in typical offshore financial centers with some 
connection to a U.S. entity or financial institution.   
(38 of these SARs identify suspected shell banks in 
foreign locations such as Uruguay, the Cook Islands, 
St. Lucia, and St. Vincent/Grenadines.)  The 
activities or location of the suspected shell companies 
in the SARs have some nexus with the United States.  
Because the SAR filers frequently do not or cannot 
provide information regarding the location of 
suspected shell companies (business location, mailing 
address, address of registered agent), the actual 
number of U.S.-based shell companies cannot be 
accurately determined.  Many of the SARs identify 
multiple companies as possible shell companies. 
 
Of the SARs describing recent domestic shell 
company activity in the United States, there are 
examples of a suspected Ponzi scheme, pump-and-
dump stock fraud, telephone ìcrammingî by 
organized crime, possible money laundering by 

politically exposed persons, and various other 
suspected frauds and suspicious movements of 
money, particularly through wire transfers. 
 

 

Foreign Abuse of 
U.S. Shell 

Companies 
 

 
A review of SAR data on both a macro and 
micro scale indicates that suspected shell 
companies incorporated or organized in the 
United States have moved billions of 
dollars globally from accounts at banks in 
foreign countries, particularly those of the 
former Soviet Union, and predominantly 
the Russian Federation and Latvia.  Most 
of these companies are LLCs and 
corporations. 
 

 
Many of the U.S.-based suspected shell companies 
were observed to maintain banking relationships with 
Eastern European financial institutions, particularly 
in Russia and Latvia.  Of the 1,002 SARs identified, 
768 involved suspicious international wire transfer 
activity involving domestic shell companies which 
follow certain recurring patterns and share common 
characteristics.  These SARs identify what appear to 
be 1,361 different suspect individuals and business 
entities, including 329 U.S.-based LLCs, as SAR 
suspects.10  In addition, 504 of the SARs identify 
Russia and 449 identify Latvia as locations of activity 
in the narrative portion.  See Figure 10 for a 
breakdown of countries frequently associated with 
activity in these SARs.  The aggregate suspected 
violation amount reported by these SARs is nearly 
$18 billion.11

 
In contrast to the SARs identifying domestic or 
typical offshore center activity, these 768 SARs 
provide even less information on suspects owing to 
the lack of information provided in wire transfer 
communications and the anonymity provided by the 
use of shell companies. 
 
The wire transfers described in many of these SARs 
originated at accounts in Russia or Latvia held by 

                                                 
10 The number of truly unique subjects is probably slightly less due 
to alternate spellings, misspellings, incomplete identification, etc.  
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11 As with the other SARs in this sampling, the actual total is 
somewhat less. 



 

what appear to be U.S. shell companies, passed 
through the correspondent accounts of major U.S. 
banks or branches of foreign banks, usually in New 
York, and then were sent back overseas, often to a 
wide variety of beneficiaries in many locations.  
There are many variations of this basic flow.  See 
Figure 11 for a model of the typical flow of funds in 
this pattern.  Reporting of such activity has  increased 
considerably since 1999 ñ see Figure 12. 
 
Because this type of SAR is only filed if a U.S.-based 
bank or branch is involved in the wire transfer chain, 
it is conceivable that banks outside of the United 
States may be handling similar activity that is not 
being reported through the U.S. system. 
 
The following elements of suspicious activity in these 
SARs are cited repeatedly: 
 

• Insufficient or no information available to 
positively identify originators or 
beneficiaries of wire transfers (using 
Internet, commercial database searches, or 
direct inquiries to a correspondent bank).  
The lack of identifying information on the 
transactors is one of the most frequently 
cited concerns 
 

• U.S. company with Latvian or Russian bank 
account in U.S. dollars formed in U.S. state 
that does not require the reporting of 
information on ownership 
 

• Foreign correspondent bank exceeds its 
client profile for wire transfers in a given 
time period or individual company exhibits 
unusually high amount of activity, 
sometimes in bursts inconsistent with 
normal business patterns 
 

• Payments have no stated purpose, do not 
reference goods or services, or identify only 
a contract or invoice number 
 

• Goods or services, if identified, do not 
match profile of company provided by 
correspondent bank or character of the 
financial activity; companies reference 
remarkably dissimilar goods and services in 
related wire transfers (for example, 
computers, footwear, steel, meat products, 
dairy products, sporting goods, lids, auto 
parts, film extruders, sugar, coolers, pet 
resins, tissue, furs, mining machinery, 
maintenance and support, tutoring, 
marketing); explanation given by foreign 

correspondent bank is inconsistent with 
observed wire activity 
 

• Transacting businesses share the same 
address, provide only a registered agentís 
address, or other address inconsistencies 
 

• Many or all of the wires are sent in large, 
round dollar, hundred dollar, or thousand 
dollar amounts 
 

• Unusually large number and variety of 
beneficiaries receiving wires from one 
company 
 

• Frequent involvement of high-risk offshore 
financial centers, especially as location of 
beneficiaries; sometimes many jurisdictions 
involved  
 

• Use of nested correspondent banking 
situations in Russia or Latvia12 
 

• Repeated SAR filings on same suspects (i.e., 
ongoing activity over a period of months) 

 
Many additional suspect entities (business entities 
and individuals) are identified by name in the SAR 
narratives, which often contain what limited 
originator, beneficiary, and wire reference 
information may be available to the U.S.-based bank 
filing the SAR.  Because in most cases the filing bank 
is simply a middle link in the wire transfer chain, 
there is little information on the originator and 
beneficiary entities ñ often just a company name with 
no other identifying information.  Definitive 
identification of shell companies solely from wire 
transfer records is therefore rarely possible. 
 
The owners of the companies involved in these 
transactions are very difficult or impossible to 
identify.  However, it is possible that some 
identification may be made by correspondent banks, 
though this information is often considered by the 
filing institution to be insufficient proof that the 
transactions are legitimate. 
 
The combination of correspondent banking and 
domestic shell companies provides an opportunity for 
foreign or domestic entities or individuals to move 
money via wire transfers or other methods without 
disclosing their true identities or the nature or 
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12 ìNestingî refers to the use of a foreign bankís correspondent 
account with a U.S. bank by another foreign bank to gain access to 
the U.S. banking system. 



 

purpose of the transactions.  In effect, the domestic 
shell company could be a vehicle to launder money, 
move money derived from crime, or finance terrorist 
activities and groups, all completely anonymously.  
SAR information indicates that some U.S. banks have 
closed their correspondent accounts with foreign 
banks which did not provide adequate identification 
of the wire transactors or purpose of the wires. 
 

 

Requests from 
Foreign FIUs 

 
 
Case data suggests that foreign Financial 
Intelligence Units (FIUs) have an interest 
in U.S. companies that may be shells.  For 
example, through the first half of 2005, 
15% of research requests made to FinCEN 
from the Latvian FIU, 21% from the 
Bulgarian FIU, 25% from the Slovakian 
FIU, 33% from the Russian FIU, and 55% 
from the Ukrainian FIU identified an LLC 
as the primary subject. 
 

 
Because of the lack of ownership information for 
these companies, U.S. banks holding correspondent 
accounts for foreign banks will have difficulty 
corroborating the foreign banksí claims that the 
foreign correspondent banks know their customers.  
In addition, law enforcement often is forced to 
investigate these companies through requests to 
Financial Intelligence Units (FIUs) in the appropriate 
countries.  Despite these companies being formed in 
the United States, successful identification and 
research sometimes may be possible only through 
requests for investigative efforts overseas.   
 
Various reports provide a further indication of the 
level of foreign concern about the abuse of U.S. shell 
companies.  A lawsuit filed in Delawareís Chancery 
Court alleges that the Russian Izmailova ìmafiaî 
laundered millions of dollars through U.S. shell 
companies.13  The Wall Street Journal reported that 
law enforcement agencies in Russia and 13 other 
countries made more than 100 requests to obtain 
subpoenas on Delaware companies in a four-year 
period ending in September 2004.14

                                                 
13 ìIs Russian mob exploiting Del. law?; Chancery Court lawsuit 
claims criminals are using ëcorporate veil' to launder money,î The 
News Journal (Wilmington, DE), 11/26/2004.  
14 ìLaundering queries focus on Delaware,î Wall Street Journal, 
09/30/2004. 

A possible solution which tackles the problem at its 
root is to examine the laws and requirements which 
prevent law enforcement and regulatory authorities 
from conducting effective investigations into the 
ownership of business entities.  Such steps as 
requiring company formation agents and similar 
service providers to obtain and maintain records of 
beneficial ownership for the companies they service 
could be considered.  The information could then be 
made available at the request of government 
authorities under appropriate circumstances.  In 
addition, greater transparency in reporting 
requirements under state law could reduce the value 
of business entities as vehicles for illicit activity.   
 
 

► Steps Forward 

 
FinCEN is undertaking three key initiatives, set forth 
below, to deal with the issues addressed in this report 
and to mitigate risks posed by shell companies,.     
 

1. Issue an advisory to alert financial 

institutions maintaining accounts for 

domestic non-publicly traded business 

entities about the particular risks 

associated with domestic shell companies. 

 
To assist U.S. financial institutions in identifying and 
mitigating potential risks associated with accounts 
maintained for shell companies, FinCEN is issuing, 
concurrent with this report, an advisory that 
highlights some indicators of money laundering and 
other financial crime involving such entities.  
 
The advisory provides an overview of shell 
companies and agent and nominee service providers, 
describe some of the vulnerabilities posed by these 
business entities and service providers, describes 
indicators of money laundering, highlights published 
reports concerning shell companies, and outlines how 
to manage the risks of providing services to shell 
companies by reference to the provisions of the 
Business Entities (Domestic and Foreign) section of 
the FFIEC BSA/AML Examination Manual, dated 
July 28, 2006.15  
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15http://www.ffiec.gov/pdf/bsa aml examination manual2006.pdf. 

http://www.ffiec.gov/pdf/bsa_aml_examination_manual2006.pdf


 

2. Conduct outreach to state governments 

and appropriate trade groups.  

 
FinCEN continues its outreach to financial 
institutions, state governments and appropriate trade 
groups to explore ways to address vulnerabilities in 
the state incorporation process, particularly with 
respect to the lack of public disclosure and 
transparency regarding beneficial ownership of shell 
companies and similar entities.  Positive experiences 
with Delaware on the issue of bearer shares lead us to 
believe that some states could be motivated to take 
prompt steps to remedy weaknesses in their statutory 
schemes.  Other states may be less willing to take 
those steps. 
 

3. Continue to study what role certain 

businesses specializing in the formation of 

business entities may play in addressing 

existing vulnerabilities.  

 

FinCEN is continuing to collect information and 
studying how best to address the role of certain 
businesses specializing in the formation of business 
entities in its effort to reduce money laundering and 
related vulnerabilities in the financial system through 
the promotion of greater transparency.  
 
Given their role in forming and supporting business 
entities, these service providers ñ which could 
include attorneys, trustees, and other intermediaries 
specializing in the business of providing services 
relating to the formation and support of business 
entities ñ are in a unique position to know and obtain 
information about beneficial owners, to determine 
whether these entities are to be used illicitly, and to 
recognize suspicious activity.  They have information 
that can be critical to law enforcement, regulatory 
authorities, and other financial institutions in 
combating the use of shell companies to promote 
illicit finance.  Moreover, they are in the best position 
ñ  in the first instance ñ to discourage abuses by 
reducing the ability of the beneficial owners of these 
entities to operate anonymously (and, consequently, 
with relative impunity). 
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Figure 1    

 
Source of data: International Association of Commercial Administrators (IACA), Annual Report of the Jurisdictions,  
2006.  AK, IN, NM, PA, and WY did not report this statistic.
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Figure 3    
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Source of data: International Association of Commercial Administrators (IACA), Annual Reports of the 
Jurisdictions covering 2001-2005  Missing data bars indicate the data was not reported to IACA for that year. 



 

Figure 4 

Delaware - New Corporations and LLCs 
(Domiciled in Delaware)
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Figure 5 

Delaware - New Corporations and LLCs 
(Foreign Domicile)
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 Source of data: Delaware Department of State (2000-2003), IACA Annual Reports of the  Jurisdictions 
 (2 004-2005) 



 

Figure 6 

Nevada - New LLCs
(2001-2005, Domestic and Foreign)
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Figure 7 

Oregon - New LLCs
(2001-2005, Domestic and Foreign)
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Source of data: IACA Annual Reports of the Jurisdictions, 2003-2006 



 

Figure 8 

Wyoming - New LLCs
(2001-2005, Domestic and Foreign)

5,739

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

20052004200320022001

Year

N
um

be
r o

f N
ew

 L
LC

s 

 

 21

Source of data: IACA Annual Reports of the Jurisdictions, 2003-2006 



 

 

Table 1 – LLC formation requirements comparison 

Requirements: Delaware Nevada Oregon Wyoming 

Number of Organizers One or more One or more One or more One or more** 
Name/Address of 
Registered Agent/Office 

Yes Yes Yes Yes 

Name and Address of 
Members* 

No Yes Yes*** Yes 

Name/Address of 
Beneficial Owner(s) 

No No No No 

Cost to File (2005) $90  
($100 foreign) 

$75**** 
($75 foreign) 

$50 
($50 foreign) 

$100 
($100 foreign) 

 
*Management by members is optional.  To protect the identity of members, managers can assume management 
responsibility. 
**One person may form the LLC, but it must have two or more members, unless it is a flexible LLC, in which a 
member may assign his/her interest to another person. 
***The name of one member or manager is also required for a foreign LLC. 
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****This fee was lowered from $175 in 2003. 



 

Figure 9 
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Figure 10 

Shell company wire activity SAR sampling - 
Selected countries referenced in narratives
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Note the frequency of occurrence for China, Cyprus, and Switzerland, which were often identified in the SARs as 
destinations of wire transfers from suspected shell companies formed in the United States that had opened accounts 
in Eastern Europe. 



 

 

Figure 11 
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The movement of money may vary.  However, the flow typically described by the majority of SARs filed on this 
pattern of activity begins with a foreign account owned by a U.S.-based shell company, often in Russia or Latvia, is 
sent through the correspondent account of a major U.S. or U.S.-based bank, and goes back overseas to various 
individual and/or company beneficiaries.  The domestic shell company can serve as originator or beneficiary.  
Additional intermediary banks are often involved. 



 

 

Figure 12 

SAR sampling - domestic shell companies/
Eastern European pattern wire activity
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The apparent increase does not necessarily indicate an increase in activity of the magnitude shown, but simply 
reflects an increase in filing of SARs on this type of activity and the increased ease of identifying activity as being 
related to domestic shell companies.  More likely this is a graphic representation of the lack of reporting in earlier 
years, as many of the SARs are reviews of past activity filed after the fact.  Regulatory and other actions involving 
ABN Amro Bank, NY and Union Bank of California, for example, have caused those banks to review their records 
and file more SARs on this activity.  These two banks filed 290 of the 768 SARs (37.76%) in the Eastern 
European/U.S. shell pattern sub-group of the  sampling.  In addition, a lawsuit filed by a Hong Kong investment 
group against ABN Amro Bank alleged the bank allowed itself to be used by First Merchant Bank (based in the 
ìTurkish Republic of Northern Cyprusî) for money laundering.  FinCEN issued a proposed rule regarding First 
Merchant Bank in August 2004:  see  http://www.fincen.gov/waisgate1.pdf  and 
http://www fincen.gov/311fmbextension.pdf. 
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http://www.fincen.gov/waisgate1.pdf
http://www.fincen.gov/311fmbextension.pdf
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>6 "# A// B#
>6 "# A// C#



 

 
     

  !"#$"$%%& '(
 )
 
 
 

*+ , - # # . .

   
  
 
  
  
   
 
   
 
  
    

  
 
!

/0 #


 


 



12* 3
 
 

 

   



 #$ #. # # . .
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0440056770 1+1          
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1

1

1

1

1

1

1 1
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Person by role and company.
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chief financial 
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employment

president secretary
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Tele Lawyer Inc - 5/1989

Tele Lawyer - 5/1989

Tele Lawyer - 12/2/2007
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MW Medical Inc

LEGAL ACCESS TECHNOLOGIES Inc

Imagistics International Inc - (blank)

General Dynamics Corp - 6/12/2007

Davi Skin Inc

Claire Technologies Inc



  
      !"    # $%&'% ()% *$+%$, '%$% *  -..*% ' %%%&'%/,$!$01,$$$,2 !0%% %$0($0(0 %$0($0( 0  +$ *$0
*$% 3 4 3 5

   
     
    

6!% 7 5 8 9 : ; ; 37
     
     
        
     
     
  
    
   
    
    
  
        
   
     
   
    
     

#+ 8 8 8 3
!"    

#+ 8 < 8= 9 48
     
   
  
      
     
   
    
     #
  
  

>6& ; : ; 8:
      
    
     
     
    
   
   
   
 $  
   
      

*$0 8 8 8 84 89 8 9 8; 8= 3 84 8= 9 55
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FW: ode to mark 

3 messages 

thi le <torino888@hotmail.com> Wed, Aug 5, 2009 at 3:52 PM 
To: mark phillips <mark.phillips@gmail.com>  

 
 

From: torino888@hotmail.com 
To: mimosadoro@aol.com 
Subject: RE: ode to mark 
Date: Tue, 4 Sep 2007 08:14:19 +0000 
 
 
 

From: janwallace@att.net 
To: torino888@hotmail.com; markp@modsystems.com 
Subject: ode to mark 
Date: Mon, 3 Sep 2007 21:50:01 -0700 
 

Good morning LamSon,  

  

I don’t know if mark is still with you or if he has left to go home, but I don’t want to take the 
chance that he flys and doesn’t get a chance to read this, please excuse me if this is an 
imposition. Mark this is for you: 

When I did not hear from you or got no reply by text or e-mail from you  at first I thought you’re 
traveling , or having meetings or occupied with paper, but as time went on I started to get 
worried so worried that I lost my appetite couldn’t sleep and eventually became frantic that 
something happened to you. I laid in bed with all my phones looking at them every 10 minutes, 
sending mail hoping to hear something from you. Last night all I did was cry, thinking of what I 
would be able to do if something had happened to you and feeling useless because you were so 
far away. I didn’t want to call your mom because if you weren’t with her all I would do is make 
her worry more than I was, and that would not be fair to her. 

  

The reason I tell you this is that not for one moment was I angry that I couldn’t reach you I was 
upset that if something happened to you I could never tell you that I’m sorry we fought before 
you left and that I realize that everytime I have written to you it has never been about the 
important things that matter, and I want you to know that I’m sorry for that. 

Relationships at the best of times have challenges, with us being in different cities, hectic travel, 
and the responsibility of managing multiple tasks and the added burden of people that depend 
on you are sometimes wearing and effects us every now and then in a negative way. However, I 
want you to know that I admire you and understand how important this is to you and want to be 
nothing but supportive. I am so glad you are in my life and that I love you very much and that I 
have this opportunity to tell you and should do it more often. You are dear and special to me and 



always will be. No one ever knows what tomorrow will bring, but my wish is that we know 
enough to love and respect what we do have in each other, and it goes on for some time but, If 
tomorrow, you decided that this is not what makes you happy please know that even if I am 
heart broken, I would never have regretted knowing you, sharing with you and loving you for 
even a second. 

  

I love you Mark you have my heart, and I hope I hear from you so that I can fly to where ever 
you are just to be with you. 

Please be safe 

jan   

 

Besoin d'un e-mail ? Créez gratuitement un compte Windows Live Hotmail et bénéficiez de 2 Go de 
stockage ! Windows Live Hotmail 

Partagez vos souvenirs sur le Web avec les personnes de votre choix les personnes de votre choix. 

Gmail - FW: ode to mark





From: Leanne Perrin [Leanne.Perrin@yorkstreet.bm]
Sent: Wednesday, March 15, 2006 10:27 AM
To: jan wallace
Subject: RE: 2006 Renewal Invoice - Arch Ltd. and Sunshine Ltd.

These amounts were paid feb 21, 06 
 
Thanks, 
Leanne 
 
 
-----Original Message----- 
From: jan wallace [mailto:janwallace@att.net] 
Sent: Wednesday, March 15, 2006 12:35 PM 
To: Leanne Perrin 
Subject: RE: 2006 Renewal Invoice - Arch Ltd. and Sunshine Ltd. 
 
 
Leanne I will send the 5000usd today for the accounts jan 
 
-----Original Message----- 
From: Leanne Perrin [mailto:Leanne.Perrin@yorkstreet.bm] 
Sent: Tuesday, January 31, 2006 10:24 AM 
To: janwallace@att.net 
Subject: 2006 Renewal Invoice - Arch Ltd. and Sunshine Ltd. 
 
Please find attached invoices for the above company's along with wire instructions for your 
convenience. 
 
Regards, 
 
Leanne Perrin CA 
27 Reid Street, 1st Floor 
P.O. Box HM 3051 
Hamilton HM NX 
Bermuda  
 
Telephone: (441) 295-4754 or (441) 295-1820 
Facsimile: (441) 295-5491 
Email: leanne.perrin@yorkstreet.bm 
Website: www.st-georges.com or www.water-street.com 
____________________________________________________________________________ 
__ 
The information contained in this e-mail message may be privileged and confidential 
information and is intended only for the use of the individual and/or entity identified in 
the alias address of this message. If the reader of this message is not the intended 
recipient, or an employee or agent responsible to deliver it to the intended recipient, you 
are hereby requested not to distribute or copy this communication. If you have received this 
communication in error, please notify us immediately by telephone or return e-mail and delete 
the original message from your system. 
 
 <<BSS USD wire transfer instructions.pdf>>  <<1374 Arch Ltd.pdf>>  <<1236 Sunshine Ltd.pdf>> 
 
 



 

USD  WIRE  TRANSFER  INSTRUCTIONS

Correspondent Bank:  HSBC Bank USA 
452 Fifth Avenue 

  New York, NY  10018 
U.S.A.

  SWIFT Code:  MRMDUS33 
  FED ABA: 021001088 

 CHIPS ABA: 0108 

Beneficiary Bank: The Bank of Bermuda Limited 
 6 Front Street 
 Hamilton  HM 11 
 Bermuda 

 SWIFT Code: BBDA BMHM 

Beneficiary Account Number: 1010-956504 

Beneficiary Account Name: Bridge Street Services Limited
 Reference: Client and/or Company Name 



  

Bridge Street Services Limited 
 

Marquee Place, Suite 300                           

430 West Bay Road                                  

P.O. Box 30691 SMB                                 

Grand Cayman                                       

Cayman Islands, BWI                                

                                                   

                                                   

 

  

 INVOICE 

 

 

 

Our ref: 8ULNN8G9/1236 01/11/2005 

 

LOM Securities (Cayman) Limited                                                  

Buckingham Square, Penthouse                       

P.O. Box 30997SMB                                  

West Bay Road, SMB                                 

Cayman Islands                                     

 

 

Sunshine Ltd 

 

Description USD sum 

 

Professional Fees: 

2006 Corporate Administration Fee 2,500.00 

  

 

Grand Total: USD 2,500.00 

 

 

  

Invoice is payable upon receipt                                        
Please ensure prompt payment on or before January 31, 2006            

to avoid penalty fees                                                  
 



  

Bridge Street Services Limited 
 

Marquee Place, Suite 300                           
430 West Bay Road                                  

P.O. Box 30691 SMB                                 
Grand Cayman                                       

Cayman Islands, BWI                                
                                                   
                                                   
 

  
 INVOICE 

 
 
 
Our ref: 8UML06T4/1374 01/11/2005 
 
Ms. Devi JOHAL                                     
LOM Securities (Bermuda) Limited                                                 
The LOM Building                                   
27 Reid Street                                     
Hamilton HM 11                                     
Bermuda                                            
 
 
Arch Ltd 

 
Description USD sum 
 
Professional Fees: 
2006 Corporate Administration Fee 2,500.00 
 
 
 
Grand Total: USD 2,500.00 
 
 
  

Invoice is payable upon receipt                                        
Please ensure prompt payment on or before January 31, 2006          

to avoid penalty fees                                                  
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   !"   # $%&'% ()% *$+%$, '%$% *  -..*% ' %%%&'%/,$!$01,$$$,2 !0%% %$0($0(0 %$0($0(0 +$ *$0
*$% 3 4 3 5

   
    
    

6!% 7 5 8 9 : ; ; 37
  
    
      
   
     
  
   
  
   
   
  
       
  
   
  
  
  

#+ 8 8 8 3
!"    

#+ 8 < 8= 9 48
  
  
  
    
   
  
    
    #
  
  

>6& ; : ; 8:
   
   
   
   
  
   
  
  
$  
  
%%  

*$0 8 8 8 84 89 8 9 8; 8= 3 84 8= 9 55
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