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M&L investment fraud case keeps getting blgger
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layers jof what appeared, tojbe a

statements uaed to solicit private .

c" investors also were used {g secure |
Investigatots peelmg back the'™bank loans, including a $6 million "

‘loan from failed Capitcl Federal

simple ‘company hankruptcy in ;. of Aurora, according to bankrupt-

Westminste? have uncovered what
. they suspect is one of the nation’s:

* laygest investment fraud schemes. |
“The investigation of M&L Busi-
. . ness Machine Co.; Inc. “is definite- :/

aa multi-state, national problem. . Joseph, the flashy former North-

‘ey court documents. M&L last

year defaulted on that loan.
‘M&L’s investment program re-
ortedly operated successfully for
even years under the guidance of -

'is muchi bigger than' just the , glenn police officer who bought the v

bankruptey,” said Christine Jobin,
 Denver attorney appointed as
jstée to manage the case. :
4The amount of money reported

19" lost by, investing in M&L, and.

1+ the numbet' of people who lost it
Et%eep climbing,” PeoP
¥ Investigators ' originally thuught
the losses totaled $12 million but’
niow say the number could exceed
*$20 million. Company officials |
have listed 250,
fnvestors |
around | the’
i gountry who
are owed mon-
&y, but investi-
gators say the

more ~ than

' double before

41l they facts”

.are known,! )b,
! Little about"

M&L was as it Peterson '

| deemed. e

;' On paper the firm looked like a~

great ‘investment. With a 15-year:
" history;in Colorado, a warehouse ;-
- full of what appéared to be brand ;

'company in 1982, He ran the oper- *

: ation with Daniel F, Hatch and Da-

id ‘Parrish, both of Boulder.
Repeated efforts to talk to M&L -

_officers in the past two weeks

" were unsuccessful. Phones at M&L .

" have been disconnected. Telephone

1 who easily won people’s trust. He

calls to Hatch's home and Par-
rish’s psychiatric office went un- -
answered. Joseph, when contacted,
said, “I have nq comment at this
time

tigators as a charismatic figure .

1

, dresses in black and wears a lot of

. terson said.

new, factory-sealed boxes of com- '-

puter ‘equipment, and claims of

. rapid growth detailed in apparent- "

ly audited financial reports, M&L

" lpoked safe and profitable.

. Promises of amazingly high in-

terest rates and tales of earlier in-

' yestors who proﬁtod handsomely

thade M&L's offer to “private sec~"

tor sécondary lenders” too good to
ass up,

+#This was just another case of
greed and dashed dreams,” said

' one, state investigator involved in -
. the case. )

i The firm’s inventory consisted |
of bricks and_dirt, according to *
Jobin,  Its " tinanc:al statements .
« ¢ould not be verified and even the ;
: educational: background ' of the |
¢ompany president was exaggerat-’
" éd, said Robert Peterson, a private
émanc:al investigator hired. by

apitol Federal Savlngs, to look in-:
(o M&L, ™ = #i

1 'And’ company president Robert

- @37 Joseph{irepeatedly | cashed

| thecks worth hundreds of thousand

‘of dollars that M&L’s checkbooks

" ¢laim were made out to computer |

1 manufacturers, according to Colo-:

fado Division of Securities investi-
gator Paul Hurtado.

Pt ‘,'l‘he inventory and” f1nanc1al

, vestigating the operation as a pos- 3
sible Ponzi fraud scheme,! ~

. gold jewelry, included a diamond- -

studded Rolex watch, investiga- '
tors said. He owns a $380,000
house near Brighton, a motor
‘home, several motorcycles and at
least five cars, his fmanclal docu-
ments show.

“He is super ﬂamboyant ” Pe—

* Joseph was the driving force be-
" hind the investment scheme; but.
‘'Hatch held the purse strings, in- -
cluding control of all the compa- ¢
ny's books, customer lists, loan in-
formatlon, computer dl.SkS and

“checkbooks, documents filed .by ' 1990, 3
L 4 !,

the state securities division show..
The FBI, U.8. attorney’s office,
U.S. trustee’s office of the U.S.
Bankruptcy Court in Denver, Colo-,
‘rado Division of Securities and the |
. Resolution Trust Corp.,' which has’
taken over Capitol Federal, are in-% -

.Such schemes set up'a dummy
‘company or take over a marginal .
existing company and market it as
van investment opportunity with’

'extremely high ' rates of return.
Early investors are paid with mon- ,
ey from “latér investors. whiles
scheme operators take some mon-
ey for themselves. The schemes -

“can run for seyeral years: until I , deallngs
they start to fall, apart or the oper— :

,ators disappear.’ ; i
“This could be a huge scam, one 1
of the biggest Ponzi schemes this’
untry’s seen%’ Peterson said. ;
2 Interviews!
from various agencies and M&L
investors around the’country, plus
" a review of documents gathered

s r business with M&L, Peterson’s re- |

Joseph, 45, mdescnbed by mves-. f

e
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B Claiming dozens “of ma]t;g
computer manufacturers and oth&;
er large companies owed hundreds‘
of thousands of dollars - ‘each to.
M&L for computer -equipment.’

! Representatives of those compa-;
! nies have reported they neveridid | 1

port to Capital Federal said.!
| M Cashing checks that were sup- :
,-posed to be made out to computer ;
‘ manufacturers, according to the |
securities: divisnon vestigator
“ Hurtado, ™ R i R
jom Presentmg financial-docu- 2
| ments as dudited by.an accountant
who has not worked in Colorado in J
| three years, The accquntant, ' Jona- 1
| than Williams now lives in Florida |
( and said in a bankruptcy court de- i
position that he did not give M&L
‘permission, to use; his i
signature. ! et Ha, }
"W Failing to turn over to Jobin'j 4
nearly $1 million in cash collected
| from recent investors in M&L.’ Jo-'q
* seph’s ‘excuses for not providing ¥
the money have varied; Jobin said, |
" M&L’s investment program’be- 5!
gan to unravel in mid-1990 when *
: the state division of securities.dis-7]

, " covered ‘that’ M&L was o[fering‘

. high-interest-rate’ investments. to
" private investors” M&L was’ not
registered; with the state to:offer 1
securities, said Securitles, Comm!s 3]
. sioner Phil- Feigen. W03 o
Pressure on M&L increased late,‘
last year with efforts by Capitol 4
‘.Federal o verify the company’s /
inventory used as security for the™
; $6 million loan. The' Aurora thrift| i
was declared: maolvent in March.
i
Joseph's apparent reslstance to?
the thrift's efforts to inspect.
M&L'’s inventory led the institution
' to hire Peterson'in ‘September.’
Just two days into his investigaz
' tion, Peterson knew somethlng

was wrong, he said. Accounts

_t.i'n

:'couldn’t be verified and ‘state-.

.ments by company representatives «
contradicted each other, he report- rS
ed to Capitol Federal.

M&L sought refuge by filing for"
. protection .from creditors under i
'Chapter. 11 of the federal hank-
‘ruptey code on Oct. L. But that fil-
ing simply broadened the investi- |
gation | iuto the company s

Tk

.On Dec. 18, a Denver bankrupt—

' ¢y judge appointed Jobin trustes to J

.run the company. Repeatedly frus-;
"trated in her'efforis to assess thel

+ company’s assets, she eventuallyy
fwith? in?astigators?

gained a court order t? inspect the s
inventorv,

:.by investigators or'filed in state'|

‘" and federal courts, detail a variety |

of allegedly fraudulent. activities |
by M&L, lncludmg‘ , it d

T



