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Secretary of State moves against Wall Streef
fifun uccusd of S50 hillion Ponzi scheme

Madofl"s assets were ficzen

Williom Galvin
PATRIOT LEDGER STAFF AND NEWS SERVICES

BOSTON - Seeretary of State William
Galvip has issued subpo=nas to disgraced
money manager Bernie Madoff's invest-
ment firm and 2 scparate
company that marketed
Madoff’s services to leamn
the full impact of Madoff™s
alleged Ponz scheme on
Massachuseits investors.

Meanwhile, the Secuntigs
and Exchange Commission
has launched an internal in-
vestigation into the agency’s
possible mishandling of
complaints about MadofT's
invesiment praciices.

Madoff, a well-respected
Wall Street wizard, was accused by federal
authorities last week of orchestrating a
Ponzi scheme that could have drained as
much as $50 billion from investers that in-
ciuded some of the world's biggest banks.

Several investors and philanthropic k-
ganizarions in Massachusens are among
those who were harmed in the alleged
scam. One of the investors ~ the Robert 1.
Lappin Charitable Foundation, an oigani~
zation in Salem that funded Jewish educa-
tional programs — abruptly closed and laid

offits seven-person staff afier
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B e as part gf t.he court case
yid Galvin issued subpoenas
Tl on Monday to Bernard L.

Madoff [nvestment Securi-
ties in New York and
Cohmad Securities Corp.,
which marketed Madaoff’s
firm to investors,

Gaivin is asking for the
names of all invesiors with
personal or business address-
es in Massachusetts who in-

vesied money with Cohmad or Bernard L.
Madoff Investment Secunities. Galvin also
wants a detailed deseription of Cohmad's
relationship with Madoff"s firm, including
all compensation relaied to that relation-
ship, and the names of 2ll accountants who
audited MadofT's financial statements.

Madoff was arrested on fraud charges
last Thursday. A eriminal complaini says
that for years Madoff paid retarns fo in-
vestors out of money he got from newer
clicnts. That's the way a traditional Ponzi
scheme, of pyramid scheme, works — but
some experts say this could be the biggest
Ponzi scheme in history.

Sccurities and Exchange Commission
Chairman Christopher Cox issued a
statement on Tuesday night saying that
allegations of MadofT's financial wrong-
doing daie back 10 ai least 1999 and were
repeatedly brought to the atiention of the
SEC’s staff. Cox said he is “gravely con-
cerned” by the failune of SEC staffers to
investigate the complaints, and has or-
dered an internal investigation into the
SEC’s handling of the complaints,

Of particular concern to Cax is the fact
the SEC previously didn’t use its subpoe-
na power 1o investigate Madoff and in-
stead relied on information provided vol~
untarily by Madoff and his firm.




Many of the investors allegedly swin-
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dikd by Madoff are, like him,
Jewish, and for many of them,
contributing 1o Jewish causes is
a crucial part of their culte.
The effect of their losses on the
Jewish philanthropic world is
being seen as nothing less than
catastrophic.

“It"s the biggest scandal in
philanthrapic life in, well, as
Jong as anyone can remember.”
said Gary Tobin. a leading ex-
pert on Jewish philanthropy.
“We don’t know yet how big it
1s. There arc foundations that
have lost major assets, donors
that have lost their ability to
give, and organizations whose
imvestments have disappeared.”

The namies of organizations
and individuals allegedly affect-
ed include: a charity of director
Steven Spictberg. a st tied to
real estate magnate and New
York Daily News owner Mor-
timer Zuckerman, Spiclberg’s
Dreamworks parmer Jeffrey
Katzenberg, and the foundation
of Nobel laureate Elie Wiesel.
Many family foundations up
and down the East Coast have
heen devastated - among them
the Shapire Family Foundation
in Boston. which is said to have
lost $145 million.

Some of the mojor and local investors involved

m Fairfield Greenwich Group,
$7.5 bitlion

m Grupo Santander SA, $3.2
billion

m Rye Investrnent Managemnent
{part of Massachusetts Mutual
Life Insurance Co.}, $3.1 billion.
B Bank Medici, $2.1 bilion

B Fortis Bank Nederland, $1.35
billion

HEBC Holdings PLC, $1 billion
B Royal Bank of Scotland Group

PLC, owner of Citizens Bank,
$612 million

m Tremont Capital Management
(also part of Mass Mutual), $200
million

= Fairfield (Conn,} Town
Employees Board and Police and
Fire Board, $41.9 million

m Robert ). Lappin Charitable
Foundation, a Massachusetis-
hased Jewish education
foundation, $8 million



