



[image: /Users/redha/Desktop/Screen Shot 2021-02-28 at 10.28.48 PM.png]


[bookmark: _GoBack][image: /Users/redha/Desktop/Screen Shot 2021-02-28 at 10.29.26 PM.png]


image1.png
Simulation Question 12-4

This simulation question is based upon a true st of facts. The information contained in the simulation question was obtained from publicly
available sources.

=  What are Depositions in a Civil Litigation Process?
On May 12, 2001, Liz Pulliam Weston of the Los Angeles Times reported the following:

Federal regulators pounced on EarthLink co-founder Reed E. Slatkin on Friday, raiding his offices and persuading a federal
judge to freeze his bank and brokerage accounts to prevent Slatkin from hiding investors' money or destroying documents.
The actions turn what had been a civil matter—with investors accusing Slatkin of running a 16-year Ponzi scheme—-into a
criminal investigation. Moreover, documents filed Friday revealed several Hollywood names on Slatkin's list of investors. At
8 a.m., agents from the FBI and Internal Revenue Service began hauling boxes of documents from the converted garage of
Slatkin's former home in the Santa Barbara suburb of Goleta, which since the early 1990s has housed his stock-trading and
money management businesses. Regulators also took documents from the Santa Fe, New.Mexico.. office of Slatkin's
bookkeeper.

At the same time, the Securities and Exchange Commission asked a U.S. district judge for the Central District of California
to freeze Slatkin's assets, claiming that he had been operating a fraudulent investment scheme since 1986. The request was
granted. The SEC complaint alleges that Slatkin, 52, lied to investigators, concealed investor accounts and st up partnerships
and businesses that would allow him to transfer assets secretly. "The defendant has demonstrated that he cannot be trusted.”
the complaint says. "Thus, an asset freeze is necessary to prevent the defendant from spending or secreting funds." Slatkin's
attorney, Brian Sun, said his client was "fully cooperating” with the investigations. Slatkin, through his attorneys, provided
computer passwords and a computer hard drive to investigators at the scene, Sun said. "Im not going to confirm or deny
anything about him having committed a fraud,” Sun said. He said the SEC's asset freeze was unnecessary because Slatkin had
agreed to a similar freeze in the U.S. Bankruptcy Court that is handling Slatkin's Chapter 11 filing. The frecze prevents
Slatkin, any of his associates or family members from accessing any of his assets.

The SEC complaint claims that Slatkin accepted a total of at least $320 million from more than 500 investors across the
country, including Internet moguls, Hollywood executives, Santa Barbara socialites and fellow members of the Church of
Scientology, of which Slatkin is an ordained minister. The SEC said its investigation of Slatkin's bank and brokerage records
showed Slatkin used part of a $10-million deposit made Feb. 20 by one investor, John K. Poitras of Woodside, Calif., to make
payments to other investors "in a Ponzi-like fashion and to pay his personal expenses.” In a Ponzi scheme, money collected
from new investors is used to pay bogus investment returns to previous investors.
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The SEC had conducted a series of depositions featuring, among others, Reed Slatkin as a witness.
1. Search the Internet or refer to textbook to write a few paragraphs that explain what depositions are in a civil litigation process.

2. Go and open two of the depositions in Reed Slatkin’s case at hitp:/slatkinfraud.com/depo_janhtm for Deposition 1 and
hitp://slatkinfraud.com/depo_feb.htm for Deposition 2. Then answer the following questions with respect to Deposition 1 or Deposition 2:

(a) Deposition 1, Page 1. Where was this deposition conducted?
(b) Deposition 1, Page 1. Name the three individuals representing the SEC.

(¢) Deposition 1, Page 1. Based on what you have learned about depositions in Question 1 above, do you think these three individuals are lawyers
or SEC investigators (fraud examiners)?

(d) Deposition 1, Page 2. A vital aspect of deposition is subpoena duces tecum, a written order that commands an individual or organization to
produce case-related documents, which will often be used as evidence in the deposition or trial and are usually called exhibits. What two exhibits
are presented in this deposition?

(¢) Deposition 2, Page 157. Compare the number of exhibits used in Deposition 1 to the number used in Deposition 2, why do you think the SEC
employed so many more exhibits in the second part of the deposition than the first?

() Deposition 1, Page 7 point 9 to Page 10 point 13. Quickly read over this discussion. Why do you think the examiners are so particular in their
questions regarding the subpoenaed documents?

(2) Deposition 1, Page 52 point 16 to Page 55 point 14 and Deposition 2. Page 214 point 3 to Page 215 point 4. Quickly read over these
discussions. Briefly describe the role of Mr. Boltz, Mr. Slatkin’s attorney.

(h) Deposition 1, Page 134 point 14 to Page 137 point 17. Quickly read over this discussion. Keeping in mind that Mr.Slatkin handled
investments for hundreds of “friends” but was not a registered investment advisor, and paying particular attention to Mr. Boltz’s “promptings” in
this discussion, for what reason does Mr. Boltz apparently believe his client is under investigation.

(i) Deposition 1, Page 142 point 2 to Page 144 point 25. Throughout the deposition, both Mr. Slatkin and his interrogators reference NAA
Financial, a Swiss institution housing most of Slatkin’s “friends’ money”:

(i) When ask how Mr. Boltz can be certain that NAA Financial is “good for the money,” how does he respond?

(if) Is Mr. Boltz’s method of verification legitimate?

(iii) Has Mr. Botz personally made contact?

(iv) Who is Mitchell Axiall?

(v) Ona scale of 1 to 10, in your opinion, how confident is Mr. Boltz concerning NAA Financial? Explain the rational for your rating.

Note: You must answer all parts of this Simulation Question 12-4 in order to earn a full point.








