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 1 P R O C E E D I N G S 0 9 : 0 1

 2 THE COURT:  Court calls the case, Criminal Matter

 3 09-335-01, United States versus James M. Davis.

 4 Who represents the government?

 5 MR. COSTA:  Gregg Costa for the United States, and I'm0 9 : 0 5

 6 joined by Paul Pelletier, Jack Patrick and Matthew Klecka from

 7 the Department of Justice.

 8 THE COURT:  Who represents the defense?

 9 MR. FINN:  I do, Your Honor.  David Finn, F-I-N-N.

10 THE COURT:  Do you want to bring your client up,0 9 : 0 6

11 please?

12 MR. FINN:  Yes, sir.

13 (Compliance)

14 THE COURT:  I understand you want to enter a plea of

15 guilty in this matter; is that correct, sir?0 9 : 0 6

16 THE DEFENDANT:  Yes, Your Honor.

17 THE COURT:  Raise your right hand and take the oath.

18 (Defendant sworn)

19 THE COURT:  All right.  Do you understand you are now

20 under oath and if you answer any of my questions falsely, those0 9 : 0 6

21 answers may later be used against you in another prosecution

22 for perjury, that is for making a false statement?

23 THE DEFENDANT:  Yes, sir, Your Honor.

24 THE COURT:  You can step back.  Why don't you step a

25 little bit to the side.  It should pick up.  Okay?  0 9 : 0 6
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 1 THE DEFENDANT:  Yes, sir.0 9 : 0 6

 2 THE COURT:  Please state your full name.

 3 THE DEFENDANT:  James Milton Davis.

 4 THE COURT:  Your age? 

 5 THE DEFENDANT:  Sixty.0 9 : 0 6

 6 THE COURT:  And your education?

 7 THE DEFENDANT:  Through college.  Sixteen years.

 8 THE COURT:  Okay.  Where did you go and what degrees?

 9 THE DEFENDANT:  Baylor University, and I received a

10 BBA degree.0 9 : 0 7

11 THE COURT:  Okay.  Have you ever been treated for any

12 mental illness or addiction to narcotic drugs?

13 THE DEFENDANT:  No, sir, Your Honor.

14 THE COURT:  Are you presently under the influence of

15 any drug, medication or alcoholic beverage of any kind?0 9 : 0 7

16 THE DEFENDANT:  No, sir.

17 THE COURT:  Have you had sufficient time to consult

18 with your attorney?

19 THE DEFENDANT:  Yes, sir.

20 THE COURT:  Are you satisfied with your attorney?0 9 : 0 7

21 THE DEFENDANT:  Yes, sir.

22 THE COURT:  Counsel, have you had sufficient time to

23 investigate the law and the facts of your client's case now

24 before the Court?

25 MR. FINN:  Yes, Your Honor.0 9 : 0 7
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 1 THE COURT:  Does he understand the nature of the0 9 : 0 7

 2 charges pending against him?

 3 MR. FINN:  He does.

 4 THE COURT:  Has he been able to cooperate with you in

 5 every respect?0 9 : 0 7

 6 MR. FINN:  Yes, sir.

 7 THE COURT:  In your opinion, is he now mentally

 8 competent?

 9 MR. FINN:  He is, Your Honor.

10 THE COURT:  Have you and your attorney received a copy0 9 : 0 7

11 of the information pending against you, that is the written

12 charges in this case?

13 THE DEFENDANT:  Yes, sir, Your Honor.

14 THE COURT:  All right.  Has any waiver been done yet

15 of indictment in this case?0 9 : 0 7

16 MR. COSTA:  Yes.  It was done in front of Judge

17 Botley, Your Honor, at the initial --

18 THE COURT:  Do we have a copy of that here?  If not,

19 it was done and it was signed by Judge Botley?

20 MR. COSTA:  Yes, Your Honor.0 9 : 0 8

21 THE COURT:  Let me briefly mention to you:  You know

22 you have an absolute right to be indicted by a grand jury for

23 any of the charges filed against you?  Do you understand that?

24 THE DEFENDANT:  Yes, sir, Your Honor.

25 THE COURT:  All right.  And by waiving the right to0 9 : 0 8
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 1 indictment, in effect, you are pleading to charges drawn up by0 9 : 0 8

 2 the government, known as an information.  It is not an

 3 indictment, and you are hereby waiving your right to be

 4 indicted by a grand jury and, in effect, proceed to trial

 5 and/or this plea based upon the charges filed by the government0 9 : 0 8

 6 that have not been, in effect, screened by a grand jury?

 7 Do you understand that?

 8 THE DEFENDANT:  Yes, sir, Your Honor.

 9 THE COURT:  All right.  Have you discussed this with

10 your counsel?0 9 : 0 8

11 THE DEFENDANT:  Yes, sir, Your Honor.

12 THE COURT:  All right.  And I understand that you have

13 waived and already signed a waiver of your right to proceed to

14 a grand jury?  Is that correct?

15 THE DEFENDANT:  Yes, sir, Your Honor.0 9 : 0 8

16 THE COURT:  Mr. Finn, let me just ask you, you are

17 counsel on this.  I gather it is your understanding that he has

18 full knowledge of his waiver.  Is that correct?

19 MR. FINN:  Absolutely, Your Honor.

20 THE COURT:  Okay.  You are pleading today to Counts0 9 : 0 9

21 One, Two and Three of the information.  Count One is a

22 violation of 18 United States Code, Section 371, conspiracy to

23 commit mail, wire and securities fraud.  The basic elements are

24 the defendant and at least one other person made an agreement

25 to engage in mail, wire and securities fraud.0 9 : 0 9
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 1 The defendant knew the unlawful purpose of the0 9 : 0 9

 2 agreement and joined in it willfully, that is, with the intent

 3 to further the unlawful purpose and that one of the

 4 conspirators during the existence of the conspiracy knowingly

 5 committed at least one of the overt acts described in the0 9 : 0 9

 6 indictment in order to accomplish some object or purpose of the

 7 conspiracy.

 8 Penalty is, for this statute, imprisonment for a

 9 term not to exceed five years, a fine of up to $250,000 and

10 restitution of up to $7 billion.0 9 : 1 0

11 Count Two, a violation of 18 United States Code,

12 Section 1341, mail fraud.  The basic elements are the defendant

13 knowingly engaged in a scheme to defraud investors who

14 purchased CDs from Stanford International Bank Limited.  That

15 the defendant acted with a specific intent to defraud; that the0 9 : 1 0

16 defendant caused something to be mailed through the postal

17 service or a private interstate carrier for the purpose of

18 carrying out the scheme, and that the scheme to defraud

19 employed false, material representations.

20 Penalty for violation of this statute includes0 9 : 1 0

21 imprisonment for a term not to exceed 20 years, a fine of up

22 $250,000 and restitution again of up to $7 billion.

23 Count Three is a violation of 18 United States

24 Code, Section 371, conspiracy to obstruct an SEC proceeding.

25 SEC, of course, Securities and Exchange Commission.0 9 : 1 1
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 1 The basic elements are that the defendant and at0 9 : 1 1

 2 least one other person made an agreement to obstruct a pending

 3 SEC proceeding; that the defendant knew the unlawful purpose of

 4 the agreement and joined in it willfully, that is, with intent

 5 to further the unlawful purpose.  And that one of the0 9 : 1 1

 6 conspirators during the existence of the conspiracy knowingly

 7 committed at least one of the overt acts described in the

 8 indictment in order to accomplish some object or purpose of the

 9 conspiracy.

10 Penalty on this count is imprisonment for a term0 9 : 1 1

11 not to exceed five years and a fine of up to $250,000.

12 You are also advised that upon any finding of

13 guilty, there will also be supervised release of up to a

14 maximum of three years, and you are further informed -- that

15 means after any imprisonment.  And if the defendant violates0 9 : 1 2

16 the conditions of any period of supervised release, then you

17 are subject to an additional two years incarceration without

18 any time or credit being given for any successful time served

19 on supervised release prior to any violation.

20 There is also a special statutory assessment of0 9 : 1 2

21 $100 per count of conviction.

22 MR. COSTA:  Your Honor, I just wanted to add one thing

23 to the penalties.  On the fine, the alternative fine provision

24 may also apply, in which case the defendant would face a fine

25 of twice the amount of gain or loss arising from the offense.0 9 : 1 2
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 1 THE COURT:  Is that on each count?0 9 : 1 2

 2 MR. COSTA:  Certainly on Counts One and Two.

 3 THE COURT:  All right.  With that addition, do you

 4 understand this to be the nature of the charges and the

 5 possible penalties pending against you?0 9 : 1 3

 6 THE DEFENDANT:  I do, Your Honor.

 7 THE COURT:  Do you understand you have a right to

 8 continue to plead not guilty if you want to to any offense

 9 charged against you and to persist in that plea?

10 THE DEFENDANT:  I understand, Your Honor.0 9 : 1 3

11 THE COURT:  If you had continued to plead not guilty,

12 you would have had the right to a trial by jury or before the

13 Court during which you would also have the right to the

14 assistance of counsel for your defense, the right to see and

15 hear all the witnesses and have them cross-examined in your0 9 : 1 3

16 defense, the right on your own part to decline to testify,

17 unless you voluntarily elected to do so in your own defense,

18 the right to the issuance of subpoenas or compulsory process to

19 compel the attendance of witnesses to testify in your defense.

20 At trial, the government would have to prove each0 9 : 1 3

21 element of the offense of which you were charged beyond a

22 reasonable doubt.

23 Do you further understand that by entering a plea

24 of guilty, if that plea is accepted by the Court, there will be

25 no trial and you will have waived or given up your right to a0 9 : 1 3
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 1 trial as well as those other rights associated with the trial0 9 : 1 4

 2 as I just described them?

 3 And do you also understand if I accept your plea

 4 of guilty, you will be waiving any non-jurisdictional defects,

 5 if any, in this prosecution, such as, for example, any illegal0 9 : 1 4

 6 search and seizure, a violation of your right to a speedy trial

 7 and an inadmissible statement, if you have made one?  In other

 8 words, if I accept your plea of guilty, you will not be able to

 9 raise these defenses at a later time?

10 Do you understand by pleading guilty, you have0 9 : 1 4

11 waived all the rights I just described?

12 THE DEFENDANT:  Yes, Your Honor.

13 THE COURT:  Just for the record, I need to ask, are

14 you a citizen of the United States?

15 THE DEFENDANT:  Yes, Your Honor.0 9 : 1 4

16 THE COURT:  As such, do you understand that the

17 offenses to which you are pleading guilty are felony offenses,

18 and if your plea is accepted, you will be adjudged guilty of

19 that offense?  And that such adjudication may deprive you of

20 such rights as the right to vote, the right to hold public0 9 : 1 4

21 office, the right to serve on a jury and the right to possess

22 any kind of a firearm?  Do you understand these possible

23 consequences of your plea?

24 THE DEFENDANT:  Yes, sir, Your Honor.

25 THE COURT:  Has any plea agreement been entered into0 9 : 1 5
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 1 between the parties?0 9 : 1 5

 2 MR. COSTA:  Yes, Your Honor.

 3 THE COURT:  Initially, what does it state relative to

 4 rights of appeal?

 5 MR. COSTA:  That the defendant waives his right to0 9 : 1 5

 6 appeal the sentence, except for a sentence above the statutory

 7 maximum, and the defendant waives his right to file any motion

 8 for post conviction relief.

 9 The government reserves its right to appeal the

10 sentence.  And in the event the government appeals the0 9 : 1 5

11 sentence, then the defendant is no longer bound by his waiver.

12 THE COURT:  All right.  Under what section are we

13 proceeding?  What rule of Federal Rules of Criminal Procedure?

14 11(c)(1) what?

15 MR. COSTA:  B, Your Honor.0 9 : 1 5

16 THE COURT:  B.  Okay.  Guidelines have been set for

17 judges to consider in determining the sentence in a criminal

18 case.

19 Have you and your attorney talked about how these

20 guidelines might apply to your case?0 9 : 1 5

21 THE DEFENDANT:  Yes, sir, Your Honor.

22 THE COURT:  Do you understand I will not be able to

23 determine the guideline sentence for your case until after a

24 presentence report has been completed and you and the

25 government have had an opportunity to challenge the facts0 9 : 1 6
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 1 reported by the probation officer?0 9 : 1 6

 2 THE DEFENDANT:  I understand, Your Honor.

 3 THE COURT:  Do you also understand after it has been

 4 determined what guideline applies to a case, the judge has the

 5 authority due to a recent -- well, relatively recent Supreme0 9 : 1 6

 6 Court opinion to impose a sentence that is more severe or less

 7 severe than the sentence called for by the guidelines?

 8 THE DEFENDANT:  Yes, sir, I understand.

 9 THE COURT:  Do you also understand that under some

10 circumstances you or the government may have the right to0 9 : 1 6

11 appeal any sentence that a court imposes except to the extent

12 that you have waived that right in your plea agreement?  And my

13 understanding is you have waived all of those rights retaining

14 just those few, those one or two items that were just

15 mentioned.  Do you understand that?0 9 : 1 6

16 THE DEFENDANT:  Yes, sir, Your Honor.

17 THE COURT:  Do you also understand here in the federal

18 system, as compared to the state system, here in the federal

19 system, parole has been abolished, and if you are sentenced to

20 the penitentiary, you would not be released on parole?0 9 : 1 7

21 THE DEFENDANT:  Yes, sir, Your Honor.

22 THE COURT:  All right.  If you would, please state for

23 the record any additional terms of the plea agreement.

24 MR. COSTA:  Your Honor, the defendant agrees to plead

25 guilty to Counts One, Two and Three.  He agrees to cooperate0 9 : 1 7
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 1 with the government.  The defendant agrees that the total0 9 : 1 7

 2 adjusted --

 3 THE COURT:  When you say "agreement," does that

 4 include testifying at any trials?

 5 MR. COSTA:  Yes, Your Honor.0 9 : 1 7

 6 THE COURT:  All right.  Go on.

 7 MR. COSTA:  The defendant agrees that the total

 8 adjusted offense level under the guidelines is 46.

 9 THE COURT:  Now, does he understand that that's

10 subject to the probation officer totaling it up?  And then I0 9 : 1 7

11 mentioned the judge's discretion.

12 MR. COSTA:  Yes.  And the agreement says that that's

13 the party's recommendation, but that it is up to the Court, and

14 the probation office may make different recommendations.

15 He also agrees to the waivers of appeal we have0 9 : 1 7

16 already discussed.  He agrees to enter into an agreed

17 forfeiture judgment in the amount of $1 billion.  

18 Those are the general terms.  There are others

19 detailed in the agreement.

20 In exchange, the United States agrees that he0 9 : 1 8

21 should get three points off for acceptance of responsibility,

22 if he persists in his plea agreement and in his cooperation

23 through the time of sentencing.  And the government agrees that

24 the guideline level would result in an offense level of 46, and

25 the government reserves the option, at its sole discretion, to0 9 : 1 8
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 1 file a downward departure motion, if the defendant's0 9 : 1 8

 2 cooperation rises to the level of substantial assistance.

 3 THE COURT:  Mr. Davis, are those the terms of the plea

 4 agreement with the government, as you understand them?

 5 THE DEFENDANT:  I do, Your Honor.0 9 : 1 8

 6 THE COURT:  Has anyone made any other different

 7 promise to you of any kind, such as possible leniency or an

 8 offer of probation in order to induce you or to get you to

 9 enter a plea of guilty in this case?

10 THE DEFENDANT:  No, sir.0 9 : 1 8

11 THE COURT:  Has anyone attempted in any way to

12 threaten, force or coerce you into pleading guilty?

13 THE DEFENDANT:  No, sir.

14 THE COURT:  The Court has considered your plea of

15 guilty under Federal Rule of Criminal Procedure 11(c)(1)(B).0 9 : 1 9

16 Do you understand I may accept or reject the plea

17 agreement as proposed to the Court?

18 THE DEFENDANT:  Yes, sir, Your Honor.

19 THE COURT:  Do you also understand if I accept your

20 plea of guilty today but reject the plea agreement that the0 9 : 1 9

21 parties have brought before the Court, you will nonetheless not

22 be permitted to withdraw your plea of guilty at a later date?

23 Also, do you understand that the government's

24 recommendation or your request for a particular sentence is not

25 binding on me and I'm free to assess any punishment within the0 9 : 1 9
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 1 limits prescribed by law as I described earlier?0 9 : 1 9

 2 THE DEFENDANT:  I do, Your Honor.

 3 THE COURT:  Are you now ready to enter a plea to the

 4 three counts pending against you?

 5 THE DEFENDANT:  Yes, sir.0 9 : 1 9

 6 THE COURT:  Counsel, do you know of any reason why

 7 your client should not plead guilty?

 8 MR. FINN:  No, sir.

 9 THE COURT:  Do you know of any meritorious defenses

10 that he would have to the three counts to which he intends to0 9 : 1 9

11 plead?

12 MR. FINN:  No, Your Honor.

13 THE COURT:  Before I can accept your plea of guilty, I

14 need to make a determination there's a factual basis for your

15 plea, that you are, in effect, guilty as charged.  If you would0 9 : 2 0

16 listen to the Assistant U.S. Attorney now as he gives me a

17 brief summary of what his file shows, in effect the facts that

18 would be shown if this case had gone to trial.

19 MR. PELLETIER:  Yes, Your Honor.  Your Honor, as the

20 Court will soon be aware, in the plea agreement, there is a0 9 : 2 0

21 more exhaustive factual statement, but I will give the Court a

22 brief summary of the facts that we would show if this case had

23 gone to trial.

24 Essentially, Your Honor, the government would be

25 able to prove at trial that from at least 1999 through February0 9 : 2 0
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 1 of 2009, this defendant, along with several other named0 9 : 2 0

 2 defendants --

 3 THE COURT:  That is 10 years, a 10-year span?

 4 MR. PELLETIER:  That is correct, Your Honor.

 5 For 10 years, this defendant, along with0 9 : 2 0

 6 Mr. Robert Allen Stanford, Ms. Laura Pendergest-Holt, LeRoy

 7 King, Mark Kuhrt, Gilberto Lopez and other individuals who are

 8 identified but not named in the information and in the factual

 9 statement, which is attached to the plea, and others,

10 orchestrated a scheme whereby essentially investors were duped0 9 : 2 1

11 into investing more than $5 billion into their CD program at a

12 bank called Stanford International Bank, which was located in

13 Antigua, and these CD investments were advertised, Your Honor,

14 as safe and secure investments.  In actuality, the evidence

15 will show that rather than being safe and secure, these0 9 : 2 1

16 investors were encouraged to invest in what was really a

17 massive Ponzi scheme ab initio.

18 As early as 1990, Mr. Davis, first as controller

19 and then ultimately as CFO of Stanford International Bank, at

20 the request of Allen Stanford, began entering false -- making0 9 : 2 1

21 false entries into the books and records of SIBL -- SIBL I will

22 refer to as Stanford International Bank -- reflecting false

23 revenues.  These false revenues would then be booked in the

24 books of SIBL, and they would show false earnings and assets,

25 which would then be disclosed both on SIBL's annual reports and0 9 : 2 2
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 1 in filings with the bank regulator in Antigua.0 9 : 2 2

 2 SIBL's base of operations, Your Honor, in the

 3 United States was, in effect, in Houston, and it was a company

 4 that was called -- it was sort of the parent company.  It was

 5 called Stanford Financial Group with offices here in Houston.0 9 : 2 2

 6 And it is from that office that these disclosures would be --

 7 these false disclosures would be manufactured, mailed to

 8 investors.  And sometimes investors would, in fact, mail

 9 information, money and documents, either through mail or wire,

10 back to Stanford Financial Group or banks in and around0 9 : 2 2

11 Houston.

12 In addition to these false disclosures to

13 investors, Your Honor, what also the investors were never told

14 was that there was billions of dollars, more than $2 billion in

15 loans actually made to Robert Allen Stanford that were not0 9 : 2 3

16 disclosed to these investors.

17 They were also not disclosed that in the assets

18 of SIBL, there were a billion dollars -- allegedly billions of

19 dollars in real estate, which were actually billions of dollars

20 of just artificially inflated value to real estate which was0 9 : 2 3

21 worth less than $100 million.

22 What the investors also weren't told, Your Honor,

23 is that Robert Allen Stanford was directly paying the Antiguan

24 regulators, specifically LeRoy King, hundreds of thousands of

25 dollars in bribes so that they would not examine the books and0 9 : 2 3
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 1 records of SIBL in Antigua.0 9 : 2 3

 2 What the investors were also not told and what

 3 Mr. Davis directly participated in was -- 

 4 THE COURT:  Slow down a little bit.  The court

 5 reporter needs to take it down.  We have got plenty of time.0 9 : 2 4

 6 Go on.

 7 MR. PELLETIER:  Thank you, Your Honor.  Was that

 8 rather than having an independent outside auditor actually

 9 audit the books and records, as they told the investors they

10 would, what they did was they had a captive auditing company in0 9 : 2 4

11 Antigua, which was not independent at all.  As a matter of

12 fact, they too were being paid hundreds of thousands of dollars

13 in bribes from a secret Swiss bank account, the number being

14 108731 at SocGen, in Switzerland, in which Mr. Davis had

15 personal signatory authority over and directed some of these0 9 : 2 4

16 bribe payments both to LeRoy King, the regulator, and to the

17 auditors, who were allegedly doing an independent audit of the

18 bank.

19 Your Honor, these CDs were, in fact, securities

20 as defined by the Securities and Exchange Commission and the0 9 : 2 4

21 Securities Exchange Act of 1934.

22 So in addition to this massive scheme whereby

23 investors were duped into investing with false disclosures,

24 over $5 billion which resulted in $7.2 billion in liabilities

25 at the end of the scheme of SIBL to investors, Mr. Davis, along0 9 : 2 5
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 1 with his co-conspirators, embarked upon a scheme beginning in0 9 : 2 5

 2 at least 2005 to obstruct an SEC proceeding and investigation

 3 of SIBL and the CD program.  And they did that in a number of

 4 ways.  One way they did it, Your Honor, is that when the SEC

 5 would send confidential investigatory letters to the bank0 9 : 2 5

 6 regulator in Antigua, that bank regulator specifically being

 7 LeRoy King, he would share these confidential letters with

 8 Mr. Stanford, with other co-conspirators at SIBL, including

 9 Mr. Davis.  And they would all get together.  Sometimes

10 Mr. Davis would be a part of this group; sometimes he wouldn't.0 9 : 2 6

11 But they would all get together and create fabricated or false

12 letters attesting to the bona fides and the financial

13 bona fides of SIBL.  And, in fact, those statements were false

14 to the FSRC -- excuse me -- to the SEC.  The FSRC being the

15 bank regulator in Antigua that would eventually send these0 9 : 2 6

16 letters that were fabricated with the assistance of Mr. Davis

17 and Mr. Stanford and the rest of the co-conspirators.  They

18 would send them back to the SEC in Dallas.  Sometimes Mr. King

19 would fax these letters to Houston, and they would be discussed

20 there.  And the fabricated or misleading or false responses0 9 : 2 6

21 would be put together, both in Houston and Antigua.

22 Ultimately, Your Honor, after a series of these

23 fabricated responses were sent to the SEC from Antigua and

24 Houston in 2005 and 2006 --

25 THE COURT:  Slow down a little bit.  You are speeding0 9 : 2 6

                         Mayra Malone, CSR, RMR, CRR                             713.250.5787

86

Case 3:09-cv-00721-N     Document 50      Filed 10/29/2009     Page 88 of 97



    20

 1 up a little bit.0 9 : 2 7

 2 MR. PELLETIER:  I'm sorry.  In 2005 and 2006, what

 3 eventually happened was that in 2009, the SEC actually began

 4 taking the testimony of several of the individuals at Stanford

 5 International Bank and at Stanford Financial Group.0 9 : 2 7

 6 Originally they subpoenaed Mr. Stanford and

 7 Mr. Davis to be testifying, along with Laura Pendergest-Holt,

 8 before the SEC proceeding in Dallas and Fort Worth.  But what

 9 Mr. Davis and what Mr. Stanford and Ms. Pendergest-Holt and

10 other people identified in the factual statement, what they did0 9 : 2 7

11 is they falsely convinced the SEC that Mr. Davis and

12 Mr. Stanford didn't know about the entire asset portfolio of

13 SIBL and that Ms. Laura Pendergest-Holt and the SIBL present

14 were the people who were in the best position to inform the SEC

15 as to the breadth and scope and details of the entire asset0 9 : 2 8

16 picture of SIBL.

17 Mr. Davis knew that wasn't true.  Mr. Stanford

18 knew that wasn't true.  The people who organized this for SIBL

19 all knew it wasn't true.  And so what they did was they put up

20 Ms. Pendergest-Holt to testify before the SEC on February 10th.0 9 : 2 8

21 And at that proceeding on February 10th in Fort

22 Worth, Ms. Pendergest-Holt falsely informed the SEC that she

23 didn't know about the asset allocations in Tier III, which was

24 essentially the bulk of the assets in SIBL.  And the reason why

25 she said that is because she didn't want to reveal the truth,0 9 : 2 8
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 1 which was that the portfolio in Tier III was essentially a0 9 : 2 8

 2 house of cards.  And that there was essentially nothing behind

 3 the purported $8.5 billion in assets that the SIBL was telling

 4 people in 2009 that it had as assets.

 5 So the be all, end all of that, Your Honor, is0 9 : 2 9

 6 that in February of 2009, the whole Ponzi scheme collapsed, and

 7 the investors learned at that point in time that their

 8 investment had been essentially in a house of cards.  And at

 9 that point in time, Your Honor, the SEC brought a civil action.

10 And then I would suggest, Your Honor, the rest is history.  The0 9 : 2 9

11 conspiracy essentially ended at that point in time.

12 That is a broadbrush of what the government would

13 prove, Your Honor, if it went to trial in this matter.  

14 THE COURT:  Thank you.

15 Mr. Davis, are these facts as recited by the0 9 : 2 9

16 Assistant U.S. Attorney true?

17 THE DEFENDANT:  Yes, Your Honor.

18 THE COURT:  Did you intend to commit the acts as he

19 just described?

20 THE DEFENDANT:  Yes, Your Honor.0 9 : 2 9

21 THE COURT:  Did you know what you were doing at the

22 time?

23 THE DEFENDANT:  Yes, Your Honor.

24 THE COURT:  All right.  You may now arraign the

25 defendant as to the counts involved in the plea agreement,0 9 : 3 0
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 1 unless you want to voluntarily waive reading of the indictment.0 9 : 3 0

 2 MR. FINN:  Your Honor, we will waive the reading of

 3 the information.

 4 THE COURT:  Very well, sir.  As to the three counts to

 5 which you are pleading today, how do you plead?  Guilty or not0 9 : 3 0

 6 guilty?

 7 THE DEFENDANT:  Guilty, Your Honor.

 8 THE COURT:  Have you read and do you understand the

 9 plea of guilty agreement?

10 THE DEFENDANT:  Yes, Your Honor.0 9 : 3 0

11 THE COURT:  Then you may go ahead and sign it at this

12 time.

13 (Compliance)

14 THE COURT:  Let me ask the defendant as to the form --

15 very often locally we have a couple more sheets attached to it.0 9 : 3 1

16 Is that sufficient as far as you are concerned?

17 MR. COSTA:  You mean the data sheet, Your Honor?

18 THE COURT:  No.  I'm talking about the signature

19 sheet.

20 MR. COSTA:  Oh, yes.  Because that has been0 9 : 3 1

21 incorporated.

22 THE COURT:  It's been incorporated.

23 MR. COSTA:  And there is also -- we would also submit

24 with that -- and it is incorporated in the plea agreement

25 filing -- there is a letter plea agreement, dated April 21st,0 9 : 3 1
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 1 2009.  And the plea agreement we just signed incorporates most0 9 : 3 1

 2 of that, but we just also want to file this as an attachment.

 3 THE COURT:  You want it attached to the plea

 4 agreement?

 5 MR. COSTA:  Yes, Your Honor.  The plea agreement0 9 : 3 1

 6 references that letter agreement.

 7 THE COURT:  All right then.  I am talking to my staff.

 8 It is now one document.

 9 These are the Court's findings:  I find the

10 defendant mentally competent at the present time.  I find there0 9 : 3 2

11 is a factual basis for the plea of guilty and that the

12 defendant intended to do the acts he committed.  I find the

13 defendant's plea of guilty is voluntarily and knowingly made

14 and that the defendant understands the nature of these

15 proceedings and understands the consequences of his plea of0 9 : 3 2

16 guilty.

17 Upon your plea of guilty, I find you guilty as

18 charged in Counts One, Two and Three, and I will consider the

19 party's plea agreement before the imposition of sentence.

20 A written presentence report will be prepared by0 9 : 3 2

21 the probation office to assist me in sentencing and a written

22 -- you will be required to give information for the report and

23 your attorney may be present if you wish.

24 The Court will permit you and your attorney to

25 read the presentence report before the sentencing hearing, and0 9 : 3 2
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 1 at the sentencing hearing, you and your counsel will be given0 9 : 3 2

 2 the opportunity to speak on your behalf at that time.

 3 The sentencing date, the defendant is ordered to

 4 be back before this Court for sentencing on November 20, 2009,

 5 at 10:00 a.m.0 9 : 3 3

 6 I imagine this date is subject to being set off.

 7 It depends upon how this case proceeds.  Is that correct?

 8 MR. COSTA:  Yes, Your Honor, and the plea agreement

 9 says the defendant agrees to continue sentencing as long as his

10 cooperation is on-going.0 9 : 3 3

11 THE COURT:  All right.  What is the bond status on

12 Mr. Davis?

13 MR. PELLETIER:  The current bond status is that

14 Mr. Davis is presently on bond.

15 THE COURT:  How much is the bond, please?0 9 : 3 3

16 MR. PELLETIER:  Half a million.  And I think there are

17 co-signers, as well.

18 MR. FINN:  Yes, Your Honor.  And I believe we also put

19 up, was it, 10,000, 5,000 cash?  5,000 cash and half a million

20 in sureties.0 9 : 3 3

21 THE COURT:  All right.  What is the government's

22 position on him remaining free on bond pending sentencing in

23 this case?

24 MR. PELLETIER:  Your Honor, the defendant at this

25 point in time has met all the conditions of bond.  He has0 9 : 3 3
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 1 traveled to this district to assist in the securing and0 9 : 3 3

 2 location of assets.

 3 THE COURT:  Where is he residing at the present time?

 4 MR. PELLETIER:  He is presently residing in Michigan.

 5 And whenever we have called him to either participate in a0 9 : 3 4

 6 debriefing or to help us find and secure assets, he has

 7 attended.  I believe, Your Honor, that the current bond status

 8 is sufficient for the United States, and we would be happy to

 9 agree to continue the current bond status at this time.

10 THE COURT:  Mr. Finn, your position?0 9 : 3 4

11 MR. FINN:  I will join Mr. Pelletier, Your Honor.  He

12 will show up.  He has shown up for everything.  He has been

13 extremely accessible to the government, and I might add, I

14 think they also have his passport.

15 MR. PELLETIER:  We do, Your Honor.  Pretrial Services0 9 : 3 4

16 does.

17 THE COURT:  Very well then.  I will continue him on

18 the same elements of pretrial release.  Then, Counsel, you need

19 to stop past the probation department on the way out to start

20 some processing, and you will get part of the paperwork today.0 9 : 3 4

21 MR. FINN:  Thank you, Your Honor.

22 THE COURT:  Is there anything further from the

23 government?

24 MR. COSTA:  Two issues, Your Honor.  One, we would

25 like to submit an agreed preliminary order of forfeiture for a0 9 : 3 5
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 1 money judgment of a billion dollars that Mr. Davis has agreed0 9 : 3 5

 2 to in the plea agreement.  

 3 THE COURT:  Any objection, Counsel?

 4 MR. FINN:  No, Your Honor.  No objection.

 5 THE COURT:  Very well.0 9 : 3 5

 6 MR. COSTA:  And the second issue --

 7 THE COURT:  Hang on.  Let me just sign it and get it

 8 off my desk.

 9 Yes, sir?

10 MR. COSTA:  The second issue is just for the record.0 9 : 3 5

11 I wanted to point out that the government submitted a number of

12 letters from victims who wanted to comment on Mr. Davis's case.

13 Those are submitted to the Court, and I assume the Court has

14 seen those.  And it's my understanding that the Court has

15 decided that it will consider at sentencing the procedures for0 9 : 3 5

16 some victims to speak in court but that that is not necessary

17 here.

18 THE COURT:  Thank you for reminding me.  I have -- you

19 know, I have read the statements that were sent in.  Some were

20 sent, in fact, directly to my chambers, and I elect not to have0 9 : 3 5

21 a hearing at this time but certainly at the time of sentencing,

22 there will be some provisions for folks that have a desire to

23 speak, at least for some of them to speak at that time.  Thank

24 you for reminding me on that.

25 Anything further from the government in this0 9 : 3 6
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 1 matter?0 9 : 3 6

 2 MR. COSTA:  No, Your Honor.

 3 THE COURT:  Anything further from the defense in this

 4 matter?

 5 MR. FINN:  No, sir.0 9 : 3 6

 6 THE COURT:  I have got a couple things I need to read

 7 before you leave, so if you want to just have a seat and

 8 Mr. Davis can be seated where he was.  This shouldn't take too

 9 much time.

10 I have a couple other matters that were set0 9 : 3 6

11 today.  I'm going to get to one matter that has not -- that is

12 not set today that at least I want to mention.

13 I will consider the matter of the nonpayment of

14 attorneys' fees by insurance carriers once all briefing by

15 counsel for all interested parties is submitted.  There has0 9 : 3 6

16 been a request for other parties to submit some writings on

17 that, and I want to consider that before I decide what, if

18 anything, to do.

19 Additionally, at 5:30 a.m. this morning,

20 Mr. Stanford was found to have an irregular electrocardiogram0 9 : 3 6

21 and extremely high pulse readings.  He was taken by ambulance

22 to the Conroe Regional Medical Facility.  So, therefore, the

23 hearing regarding his attorney representation will have to be

24 reset, and I will reset that as soon as possible, and that's

25 all I have to visit with you today, and we stand adjourned.0 9 : 3 7
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 1 MR. COSTA:  Thank you, Your Honor.0 9 : 3 7

 2 (Proceedings concluded at 9:37 a.m.)

 3 * * * * 

 4 I certify that the foregoing is a correct transcript from  
the record of proceedings in the above-entitled cause.  

 5  
Date: August 31, 2009 
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