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Whistle-blower Harry Markopolos tells a House committee that the Securities and Exchange
Commission Is incompetent and “captive to the industry it regulates ™

| Thursday, February &, 2009 | San FRANCISCO CHRONICLE

CONGRESSIONAL HEARINGS ON MADOFF SCANDAL

Lawmakers assail
mute SEC witnesses
— ‘abuse of authority’

By Marcy Gordon

ASSOCIATLD FRESS

WASHINGTON — House
lawmakers accuced the Secu-
rities and -
sion on Wednesday of .

their into how t
agency failed to uncover the
alleged $50 billion fraud per-
petrated by Bernard MadolF.

The clash between law-
makers and -ranki
officials cameat a ng

er the whistle-blower in the
case, Harry Markopolos, said
he h -

W furn over
new evidence (o the agency
showing the alleged Ponzi
scheme mastermind had not
acted alone.

Markopolos said he had
discovered a dozen additional
funds that funneled money to
Madoff “hiding in the weeds®
in Europe. Managers ol in-
vestment “feeder™ funds that
relayed money to MadolT will

fully turned a blind eye to his
ﬁf——-j;;,,—f-‘w = o

SEC

were Mar-

He plans to present his
ﬁndlngt: L?i;hc ? EC’s :‘t;smm
general today. If proved,
would substantiate the as-
sertions of many adalysts thal
the alleged fraud was far too
large for MadofT to have con-
ducted alone,

MadolF, a prominent Wall
Strect figure who had been
chairman of the Nasdaq stock
markel, was arrested in De-

cember after allegedly confiess-
ing to his sons that he had
bilked investors in what the
authorilies say may be the
largest Ponzi scheme ever.

e
W s, lawmakers threal-

Finapcial Industrv Regulatory
Autharity, 1s Tvery cormupl,”
Markopolos rhmﬁ.:qil’ .
organization was headed until
December by Mary |
President ma’s choice for
new SEC chief. Schapiro has

ened to issue sub o
SECTMielals 1o compel their
testimony.

Paul K i, D-Pa.,
the na SCTVICES

b iiieTs Tt
z g general counsel
T the e JEeTs sppeas

ing before the couldn’t
B
il asc
it's under investigation. The
five SEC commissioners voled
carlier (o assert a pn in
not having oflicials answer
uest L]
! i accused the agen-

cy of ir,ﬂm.ﬂﬁc_e;w_r-
imﬂﬁlrvgm calling it an
- authority”™

Ttwasa Elﬁteﬂln lation
has b : lawmak-
ers and imvestor advocates

over its failure to discover
MadolT's alleged $50 billion

Ponzi scheme, despite the '|
credible nllmiioﬁs brought to
it over years,

:iE‘SE is ... captive o the
indui!g; it Eletg and is

= to bring bi

against prominent mﬁi\-iduals.
ﬁ%fﬁpﬂm said, |

While the SEC is incom I

tent. the secunities industry’s
-policing organization, the

satd Madoft carried out the
scheme through his invest-
ment business and FINRA
was empowered to inspect
only the brokerage operation.
a former secu-
rities industry executive and
fraud investigator, brought his

allegations to the SEC about
fmpropricties in Madoll's
business starting in 2000 after
determining there was no way
MadolT could have been mak-
ing the consistent returns he
claimed. .
Markopolos and his investi-
gators raised red
(b 2 opera-
tions 10 SEC stall in Boston,
New York on.
Ma los also suggested
that senior editors at the Wall |
Street Journal may have pre-
vented a reporter from pursu-
ing leads he provided in 2005
h the newspaper “re- |

tee Acbert Premock proved in his
lasuits ([A=E-165, et say.) the
mssive geoim coauction ad
kick-bades to hich level Stace
Officials, Juis ad includine the
State Attoemev's Cffice {whace Schub
wookrd pofoge b was ode a Jude, as
a pewnrd for coverinewo this
cmaniamd crine), ete.  And also
proxd in the lasuits the pomtad
mumler atteants, in cetaliation,
whistle® on this apoing rackeleering
by State Officials amd Judgas:
R.Peeock thon gave evidonoe o the
(s=2). The 5B, as reocatadly
exccaxd, instoad of perfoamy) 18
dutv to orobect the palic fron this
axping foad by Officials,
cowenad-it-w. SC's refimal ©
pacfoon its duty and protect the
palic, goet the taxpayers mxh over
100 billion, pesides coscing the lives
of meny pecple—who did ot Wnt © 9o
along with this comption. Ad
because the SEC would "not™ do 1ts oo
and investiate and proscadte thas:
escrupt officials, the taxogeos have
been rippodolf for yoarmm.  Califcoua
now has huge deficits, the tagayecs
are not coovidd secvicss, ad navwe
ae of the wooe school Systan, eXC.r
pecasae Stane Officials have t.’tauj;,.,
stealim the geney foc yeacs while the
ST would not do iks duby and stop
this mesive agoing commucion an
antrocts. After giving evidenoe an
this mesive gpping cocoytion © the
2B, RePeenoek's wife was killod by
Schoby's aoarplics, by Sdhwb's
art, = they could fram &.Peancd
ad i imorison hin, and Stod

spected and feared” Madoft. .|

Mg

J
ad ocher Jukes ace involvad 10 this angolng
caceteering kice-back scais ol gontractsy, coeting e Laanyecs
mny, Jony billiong, all the Jubes anbino o cowr-3) this
omgnizd crice.  Ad the Judes gntinue 0o oover—a Uit

R.Pecrock was fromod and "illegaliy” iaprisonod bocouse he “blay

the whigtle." And esides giving

e » to the S0 on tis

mesive enption m antracts, R.Poemock filod laweait 9/22365
an the retaliation acainst nin foc egosing Tils CoCopPOal.

This lasuit was podim in Schab's coaxt at the the Sduab's
accomlices killad R.Peemock's wife, oy Schab's couct, o they
could frome R.Peernock [althanh R.Peemock wag "not™ even at the
scene abt ooy time].  R.Pesmock also wrote a book exoasing this
massive cormuction, and baeod on what he provad docing his

Jasits (IA-CE-165, et saq.).

I
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The SEC’s big failure

hat in the world is wrong with the Securities and
Commission?

The SEC has failed miserably in its mission to
tect investors and r.-apul.al markets over the last several

rs. It was asleep at the whee
hl all

| for the entire mortgage bub-

allowing banks to run rampant t with casy easy credit and com-
pl:catecl financial products that few people understood. It

even managed to ignore Bernard Madoff's $50 billion confi-

dence game — and now House
representatives are accusing the
organization of imE-EE eir
own Madoff investigation.

anyone at the SEC even pretend to

work for the taxpayers anymore?
" The fact that so many SEC en-
I'an:ﬂnmt officials cycle between
the organization and the private
sector (Linda Chatman Thomsen,
who was the director of the en-
forcement division, just did so
Monday) represents a major con-

“before the

banking regulation, putting m
on the SEC’s revolving door needs

10 be one of their first steps. The
MadofT debacle shows just how

badly the SEC failed us and how
much it is going to cost.

Whistle-blower Harry Marko-
polos spotted Madoif asa frand
all the way back in 2000 — and
couldn't get anvone at the SEC to.
Tisten to him. In his testimony

ouse Commiltiee on
Financial Services last week,

|

jand fﬂ“"_ﬂmﬂﬂ:—_ﬂe used
| simple math — a high-school al-

gebra ;udﬂh:\?dd understand it
— to show how it was impossible
for Madoff to get year-over-vear
positive returns. Yet for all of
these years, he was rebufled by
SEC officials all over the country.
Some of the reason for that
rebuffing may have been for per-
sonal reasons: in his testimony,
Markopolos comes ofT as abrasive
and arrogant. But it shouldn't
have been that hard for SEC offi-

' cials to ignore the messenger:
Madoll's returns were unrmiisti-:.

_Now that Madoff himself has .

! E._ﬂ.lcﬁ.lhﬁ»“tymSECofr-

cials still stonewalling the House's
investigation? e SEC com-
nnsmom-rs voted earlier to assert
i enabling them lu rie-

luse questions from Carngrcs.s,
Rep. Paul Kanjorski, the House

S

ML“IJ.E! When President  Markopolos noted that nearly
Obama and Congress start talking ' ¢veryone he talked to at the SEC | Financial Services subeommite

about what they'll do torectify ' gy from “investigative in- | {ae's ehairman. has accused th
r = ﬁ"]l’ == em
eptitude and financial iiteracy™” | ofabusing their authority. Other
“They must have, because hisre- hwnukmhm'eﬂ#tdm
* search on Madoff was real, solid, | Ssue subpoenas,
For 9 Harry Mackoolos triad to get the S to b its dity and stop Madbff's racketosring scam to rip-off the
pblic. The S ot anly let Mxioff ontinue to cany-ait his 550 billion acam bt overohp for Mxioff, o Madcff

could amntinoe stealing fron the piblic.  Robert Poomock also toied to get the ST o strp the nussive racketcering o
State amtracts and the kidehodes to high level officials. But t the 832 antined to "isaes bods” so the Stace
Officials could continue their mdwtoering acm apirst the piblic. A to stop R-Reemodk fran fusther exoosing this
opim mdeteering aom, R.Poegock wife was killad by Jude Sdhwo's accomplices, felon Dozier and concracter Nelsmn
la@mm by Schaeb's caxt, mm}.mtrwmdﬁmnq.mesm {m:.xm"mr.'a.._tm
mxdec aoye at any tine, ad «as 24 miles adw), ©© stop his “vhistle blowim." Schweb, as the foonee State
Assistant Attomey Gereml (Whoee office pogeived ooy millions in kidebades an State anm};mﬂdﬁammﬁml
proseation if there was “any chodes and alances.” Bt instend: the ST, the State's Auditor Ganeral's Office, the
State's Inspoctor Greral's Office, and mobally the State's Attommey General's Office, where Sowod wocked before he
was medz a Jude, "all" cower-ip for macketeering on antracts,  [This is because the boads of these agencies are doom
to cover-p, ard those who don't are romowd. ] 2nd boouse Sdweb also know that "all" Juiges aover-ip coruption by
their mllnx;.n.]uixﬂ-—;mt like the “oode of silonoe” by Com to cover—p their killings of ardinary citizos—so
brsides Sdweb's acoorplices, Neloon and Dezier, killing R.Peemock's wife, Schwb mmmm'atm,m
acoonts and Dsiness procertics.  And Schaob illagelly made hig foomer law clecks D:I:m. moceiver, 2o they could
caryot their mdeteering scom. Hﬂ&iﬁ!ﬁalm,withg;amua:mdmtmﬂumﬁfeimnmpﬂidmm
Schab's acomplice, cntractor Nolan (Who with felon Dosmier killed R.Peermock’s wifie) was kooping in his files on
R.Prerock’s wife. The @ ampimg mcketoerim som that the mntally il1l, alahclic LAPD Op Fisk was carcyingoit
with his [APD oartrers, Von Villas and Ford, ard with the LA, Jubes for over 10 yearn.  This racketeering scam oy the
[ARD Cxe ard LA Juhpes—takim out life insurance policies, killing the pegple, and framing imoomnt tamgoted
pocple—antined for over 10 yoors intil epoond by a private citizmn, while the entize A and gll the Judxs
_ComeredHD this ocolng meder-racieteerim scan.  The sae moketeering aom that Kosiredkd, and his Jube budlies, ace
rmmaﬂlumbem for oxr A yowrs, 2

— — = e Fewe -— = = 2%


Administrator
Sticky Note
The SEC was organized to cover-up for the public being ripped-off, just like Kozinski’s job is to cover-up for corrupt Judges like Schwab.


Harry beats Goliath

Back in May 2000, Harry
Mﬁnr%_ﬂ_Ll_ o4, Plassachioclls
ud imvestigator, provided
detailed evidence to the Se-
cunihies and Exchange Com-
mission that Tmancier Der-

nard Madoff was a fraud.
Eight vears later, the 5_["'__3

i that out — albeit
alter E'Iaanﬂ told federal
authorities he had defrauded

imestors of up to gc_: hillion.

. Last week, MarRopolos
testified before the Ignum

fraud as the returns seemed
impossible for the investment
strategy. Oddly, another doe-
ument showed that Madoff
"was not a sophisticated
enough Traudster to get his

portlolio construction math

WRONICLE AND SFGATE.COM |- Tuesday, February 10, 2009 |

DEBRA J. )

87 billion under, man ngrmf:'m.

Markopolos testified. .
Markopolos tried the SEC *| SAUNDERS ]
| again in 2001 Again, no dice._ g "

In October 2005, e met
with-SEC Boston Emnc'h_
chief Mike Garrity, who re-
ferred him to the New York
office, which failed to act. He

kept prodding investigators
through 2006 — offering

correet” or to mirror market
performance,

Markopolos cluded
“You ﬁad to have no brains
whatsoever (o inves

such an unbelievable perfor-
mance record that bears no

Subcommittee on Capital
Markets about how l!m and
three associates — “four un-
paid volunteers” — fgured
out what a % million bu-
reaucracy. failed to uncover.
Asked to replicate Madolfs
investment strategy in 2000,
Markopolos had begun to
look at various Madof¥ funds.
Within five minutes of exam-
ining one Tund, hie suspected

resemblance to any other
investment managers' track
record throughout recorded
human history.” And: “In
less than four hours, I knew
I had proved mathematically -
that (Madoll) was a_(rud.
Markopolos went to the
SEC in 2000, but the SEC
Foled 3 ace. MdofTé Spera-
tion could have been shut

I dovwn when it had less than

I' the British Financial Services-
Authority, which hired in-
vestigators with experience in
the financial sector after the
collapse of big bank North-
ern Rock in 2007,

The Madoff debacle also

shows an enormous foilure
in th rketnlace among
the id big shots who
are SIIE% o uﬂHmtnuﬂ
complex financial instru-
ments, “We never conceived
that any high net worth pro-
fessional investor would have
100 percent of their money
invested in hedge funds,”
quoth Markopolos. Cr that
charitics and individual in-
vestors would put all their
eges in-MadolTs slimy bas-

ket.
Markopolos also figured
that “hundreds of highly

knowledpeable men and
women” had figured out that
Madoff was a Traud, but did

‘nothing about it. More [ail-

ure.
The media fajled tog. Mar-

kopalos had extensive con:
tacts with a Wall ﬁlm! !nur.
nal reporter, who was ready

to run with an investigation,

but whose edito
mﬂ to E'e the ﬁ
ight,

Our Betters in Europe also
got caught in Madoll's snare.
Markopolos said that he real-
ized Madoff was operating a
Ponzi scheme during a'2002
trip with French and Swiss

bank and hedge fund biggies

who “bragged™ about how

Madoff had elosed his funds

to new investors, but granted
their money “specinl access,”

Madoffs "masterful use of
a hook by playing hard to

‘get and his false lure of ex-

clusivity” had them gulled,

Flattery emptied their purscs, |
And 50 no gne listened to

Harry i‘binrkn1[gln1 - EVEn
the people who were paid to.

names and Jeads — but the
SEC failed to act, “If the SEC
had baoth to pick up the
phone and spend even one

lerta

ounty), who

hour contacting the Teads, is on the subcommillee, told
then (Madoff) could haye me over the phone Monday,

been -smq;ﬂ in early 2006,"
Markopolos said. }

But, he lamented, *The
financial illiteracy among the
SECH securilics lawyers was
pretty much: universal.” _
While many on the political
left have blamed the 2008
financial melidown on a lack
of regulation, the Madoff

even though Markopolos
spelled out Madolls prob-
lems in painfal tle:niiI, SEC
st:iﬂ'u'wcrc incapable of un-
raveling™ the Madoll mess.
;m;ge SEC and other reg-
ulators investigated MadolT at
least cight times over 16

years — without maiching
the findings of Markopolos

story shows that regulation | and friends.
too can fail — big time. | Rovee wanis to mvcnﬁinm
As Rep. Ed Hovee, R-Ful: the SEC, using as a ul _

To commenl, e=mail Debra f.
Saunders at draunders@
sfchroniclecom.

1 VhisEie blowee™ T Minles remuadly teicd 6 o7 O

l,Ei:tﬂ gstep the racketesring scm by Madoff ripping-off the
pblic. Just like Rcbert Peprnock repeatedly bried to oot the
ST to step the mdketeering sem by the State officials
ripping-off the piblic. The radweteering scam by Madbff cost
the pilic ovwer 50 hillion. The racketecring scan ol anteacts
by the high level State Officials, Judys, the State's Attooney
Gmeral's Office, obte., oet the tavpeyers ovor 100 billion,
besidess oxsting the lives of meny people. Mo matter how moch
evidenoe "whistle blower" Markopolos gave to the Sy this
deliborately incorpetont agency refised to do its doty and
protect: the public. And o matber how much evidenoe “whistle
blawer" R.Peermock gave the S, they continued to cover-up for
the coonat State Officials, wsing bods issuxd by S to rig
biddim on contracts and antrectors kiddng-tack billios to
the oot afficials, while peoviding "dofoctive wak™ in
viglations of the antract gecifimtiom. This msmive amping
racketeoring o1 antracts has camed Califomia to hawe
morunntal finoncial pxblans, the State's gedit to dey—upe
wolfare ard hoalth peocgrene eliminated, State wodkers laved=off,
the worse school svstem, and with the State wino all kinds of
wWays to tax its citieens,
This is while the mssive "cther™ mcketeoring oomm by the
onsoiracy of the Judges with the Poison Indstry omtimes,
The Judyes' massive inprisoment of crdinary, powerless
citizns—y daving than the right o presant: any dofense at
the Jukxs!' rigged trials. This is so over 11 billioyyr. can
b stolen fran the taxpayers, 563,000/, for exch bady the
comupt Judyas throw into prison. Ard while feeding the
Priscners for less than a dollag/day, with food aondamed to be
mold to the pblic this is pmoe profit, @ the Judges can o=t
their kidk-bads, for madh bady they inprison, fron the hge
Prison Indistry. =

wd
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He blew a whistle for 9 years

Markopolos repeatedly tipped off SEC and others to Madoff issues

Kevin N
nl.%h‘rmm

Executives at Rampart Imvestment ;o0 3 crusade that invobved nine
Management huddled nine years 230 o of WIS 1o The SECUes.
when Frank Casey, the firm’s market- mmmm
ing vice president, obtained market- %‘Eﬁ:lmge community

ing ducunwnls for a little-known fi-
nancial firm that reported unusually
steady returns.

Harry Markopolos, ‘a Rampart
portiots mnsger, and Ned Chelo, his

skcplldsm about Madoff's opera-
thons,

It was a qusade that
Sl;mm-ﬂe'ﬁﬁ&ggﬁgﬁn

top assistant, examined the numbers he secretly blew the whistle on the -
with surprise. Regardless of market  renowned Ex-
conditions, the retumns resembled a m
line heading straight up, at a 45- . ally matches
degree with sellers. | - 3
"It seemed impossible. The it 'was a LEF o= il
had perfect market T for -lgw le that ultimate -CO‘UEI'.-._:
arit I .
and said, ‘Why don't you guys repro- It took the deepest Sto_r!
duce this strategy, and we'll get into recession in -
rovtecer dagirid oy tions o opple oo, whese cmps:
fmlwd?;:md E;:‘:g.ﬂ '-ilnns u% En-lhrs in redemption’
tions and announced his conclusion:
The reported results were and
the Wils a I,
those T the room knew it at
the time, but a Markopolos-led cam-
25 the archiect of what may

btﬂrlggl'mzisdmm—
was zbout 1o

The SEC refisad to m.-asuga.em.mmm::;‘lﬂ.fﬂ

rordles of the cloae evidonoe providad by “whistle blowe™
Markgpoles.  And becwsn the S22 pefeod to o its aty, the

piblic was rippd-off for over S0 billian. And the S refused|

to step the coganizand crine ard Kidetnds to State Officials
on State omtracts using the bods issoed by the SEC, althaxh
Rcbert Pecrnock already provad this massive radeteering ad
the many mrder attompts, to cover-wp this amenized orime, in
his my lasuits. fnd becare the SEC refusd to protect: the
pblic, U tagayers were dipprd-of f for over 100 billion, and
Califomia has been foroed into Linancial disster. while the
axnpt State Officials, Juies, unmhew
Qffice; ete., received their kidetondes the ordinary, powerless
tavpayers auffor with the woroe adhool systan, loss of
mimﬁfaﬂg_u_m&:ﬂmmmﬁmﬂﬁm;m
billions stolon in this aooing radketeecing oan antracts.
Aoencies like the ST aluws cverp for those minimg
(scaming) the pilic, becase anly those are dhoemn as heads of
these agarcies who will coversp.  Those hoxds Wio do ot
coverip, are remved. when the State’s Aditer Goneral wiote
a "RAblic Repeet™ bmimﬂlwuhmpcwldmw_ﬁmt
the Ariter General was Lirod by Gowerror Broun, 1Bing a _falase
dame. The State then hod to adnit that the chame wad to
fire the Auditor General wis falac—bit it gloeod "epoare of
this ageing coganiand crime on contracts. ™

1MHunhAmn'i:m luraﬂrmhm&nﬂ
acher in The
Bt.uliu 'mmur lD 4 se1-
mme
Md , adds Casey, nﬂlm&ngt!r!m:s.

" He mspm:d that Madofl was a Ponzi
scheme, in which money from new iniiestors is 0
poior imvestors, Based on the Madof marketing da-
d seen, he estimated the scheme at the time in-
mmmnmm

Not giving up

Markopolos wrote an eight- of his
mpkmmﬂtmkhmtmsmsm

l he got no rrspum.c
hoﬂbnsﬁtn didn't give

“Harry was the who kept b itt
the SEC” says %ﬁsmm T
mmmm -

e Bmlr:rﬂmrnngn { public action.

mhda!lmmmph&urg eve

that Madoff Investment Securities LLC is ¢ ____w.-.mid‘s
Ponzi sche

nummaam ,.vm__nm_h_ﬁ_t.ﬂs__w
SECs [afhure to act e fewtbe

Hmmlhﬂnhkmmh‘khmmmﬂm

they would not be bl to find first base. he said dur-

ing his Feb. 4 testimomy.

Cheung, who has since left the SEC, declined to com-
ment about - a.ndmnpla.'&lls

ﬁhauuhe hically, there's

can't mﬂ)m‘d% Cheunz. citing Mtﬁmﬂ
vestigations,

e sent yet another warning )
thc SEC. Now, M}:n"mmdﬂmasmmhmisﬂhﬂlm

m%%
%ﬂmmmﬁﬂm
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Administrator
Sticky Note
For over 30 years the SEC covered up massive kick-back schemes on State contracts costing taxpayers over 100 billion.







Administrator
Sticky Note
After 30 years of covering-up, the SEC now claims it will do the job it was created to do.
















Administrator
Sticky Note
Bribes, racketeering, etc. , is an ongoing criminal culture in California by high level Officials , Politicians, etc.







Administrator
Sticky Note
Both the Governor and Atty. General took bribes on contracts and retaliated against “whistle blowers”.







Administrator
Sticky Note
Politicians set-up a HOT LINE to find and retaliate against anyone who exposed their organized crime and bribe taking on contracts.







user
Sticky Note
Inspector Generals are chosen to cover-up for the taxpayers being ripped-off and to retaliate against whistle blowers.







Administrator
Sticky Note
Financial disaster due to the massive racketeering on contracts and the mass imprisonment of framed powerless, ordinary citizens.







Administrator
Sticky Note
Those in power fill their pockets from racketeering scams on contracts while there is NO oversight. 







Administrator
Sticky Note
R.Peernock was framed for blowing the whistle on this organized crime by judges, Politicians , high level Officials, etc. 




Administrator
Sticky Note
R.Peernock was framed even though he was NOT at the crime scene at any time and Schwab’s accomplices were there the whole time.




Administrator
Sticky Note
Corrupt Judge Schwab blocked all 45 defense witnesses from testifying to rig conviction at Schwab’s illegal trial.







Administrator
Sticky Note
“TIME CHARTS” showing the facts established in the Court record which proves the murder by Schwab’s accomplices.







Administrator
Sticky Note
Judges take kick-backs for each body they throw in prison and so the taxpayers can be ripped-off.










Administrator
Sticky Note
“Whistle Blowers” keep the Politicians, Judges, Contractors, etc., from stealing more from the taxpayers and are always retaliated against by those in power. 
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