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EEME NEWS

EU fines Microsoft record $1.4bn

. The European Commission has fined US computer giant Microsoft for
defying sanctions imposed on it for anti-competitive behaviour.

Microsoft must now pay a record 899m euros ($1.4bn; £680.9m) after it failed to
. comply with a 2004 ruling that it abused its dominant market position.

The ruling said that Microsoft was guilty of not providing key code to rival software
makers.

EU reguiators said the firm was the first to break an EU anti-trust ruling.

The fines come on top of earlier fines of 280m euros imposed in July 2006, and of 497m euros in March
2004,

"Microsoft was the first company in 50 years of EU competition policy that the Commission has had to
fine for failure to comply with an antitrust decision," Competition Commissioner Neelie Kroes said in a
statement.

Future improvements?

An investigation concluded in 2004 that Microsoft was guilty of freezing out rivals in products such as
media players, while unfairly linking its Explorer internet browser to its Windows operating system at
the expense of rival servers.

The European Court of First Instance upheld this ruling last year, which ordered Microsoft to pay 497m
euros for abusing its dominant market position.

DISPUTE TIMELINE

March 2004: EU fines Microsoft 497m euros and orders it to
release key Windows code to rival software developers
September 2004: Microsoft tries to have the ruling temporarily
suspended

April 2006: Microsoft appeais the ruling in the European Court
of First Instance

September 2007: Microsoft loses its appeal
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Last week, the firm announced that it would open up the technology of some of its leading software,
including Windows, to make it easier to operate with rivals' products.

"As we demonstrated last week with our new interoperability principles and specific actions to increase
the openness of our products, we are focusing on steps that will improve things for the future,”
Microsoft said.

Further cases
But the firm is still being pursued by Brussels.

Last month, the European Commission faunched two new anti-competition investigations against
Microsoft into similar issues.

The first will look at whether there are still problems regarding Microsoft abusing its dominance of the
PC market to grab market share of the internet.

The Commission will also investigate the continued interoperability of Microsoft software with rival
products.

Below is a selection of your comments:

Why shouid Microsoft have to pay fines for something like this? All manufacture and trade is
competition whether you want to accept it or not. If you fine Microsoft for competition then you have to
fine every company and firm in Europe for competing with other companies and trying to be better than
them. Some are always going to be better and you can't stop it from happening.

Elias Lammi, Vammala, Finland

Last time I checked Microsoft was worth somewhere in the region of $350bn, so a fine of $1.3bn is
nothing; it's less than 0.3% of their overall wealth and hardly a deterrent. Should the EU feel the need
to do this again, they should strive to impose a fine that has a more noticeable effect on the company's
turnover. Something that would make the board members and share hoiders sit up and take notice.
Stephen Sweeney, London

Microsoft have every right to compete the way they want. If they reveal the key window code, how can
they sustain competitiveness. Did any other company teach them the code? No, it is one of the rare
resource, where others failed in acquiring such ideas and intellectual capital. I hope EU is not going to
fine Microsoft for not helping its competitors to acquire working culture which embedded down the
company.

zubair, Melbourn/Australia

Not enough. Microsoft has been getting away with uncompetitive behaviour for far too long. They
should no longer be allowed to sell any product without publishing every line of source code.
Brian Beesley, UK

I think it is a bad ruling because Microsoft is being charged for not sharing their OWN code they wrote.
Microsoft has every right not to share what they wrote. There's many other platforms out there for
companies to write code for. There are many alternatives to web browsers and media players to
download off the internet to begin with, so I don't see how this is a problem.

Nathan Vorgang, West Lafayette, IN, USA

I believe that the fine is too small for Microsoft.
Mohammad Bashir, Philadelphia, PA USA

I find it amazing that we have such ridiculous laws!! Why are we punishing a company for being good??
It's not Microsoft's fault that no-one else has come up with products that can compete...
Andy, Bracknell

Microsoft MUST be brought to account for its' practice of dominating by exclusion. If the company,
Microsoft, continues to practice in a manner which refuses to be competitive, then it should be excluded
from the EU. Nicholas Carton, USA

Nicholas Carton, Saint Louis, Missouri USA

http://newsvote.bbe.co.uk/mpapps/pagetools/print/news.bbe.co.uk/2/hi/business/7266...  02/28/2008 08:05:21 AM



BBC NEWS

Business | EU fines Microsoft record $1.4bn Page 3

I find it amazing that the EU can put sanctions on a company, who are to them "anti-competition" Yet
have a complete monopoly on money in the form of the Euro. If it didn't make me laugh, it'd make me
cry!

Richard Wilkins, Westbury, Wiltshire, Uk.

Definitely agree with the European Commission, even though I am employed as a microsoft .net
developer.
Iain, Truro/UK

I very much agree with the decision of the European Commission. Microsoft, throughout its history, has
been guilty of abusing its de facto dominance of pc operating systems. The US Federal Government has
always favoured the company's interests over the customers and so the market abuse has continued.
Microsoft must learn to compete rather than try to snuff out or take over competitors and companies
with technology that they want.

R W Bater, Sutton Coldfield, West Midlands

I do not agree with the EU. Whom is the judgement awarded too? The EU or does it go to the Microsoft
competitors? What happened to innovations and property protection? Like a number of things coming
out of Brussels it does not make sense.

Hans K Vieregge, Aviemore , Great Britain

I am glad that Microsoft have been fined, if they had made the code open suorce, then they would not
have been the main target for hackers,and may have ended up with a better product. How many times
have you heard of Linux software being hacked? its not!! as all the lines of code are open source. If you
have a problem with Linux you can actually converse with the person who wrote the code. This is not
possible with Windows. If you use Linux or a Unix based operating system, you will be less likely to be
hacked.

Ian, London

I think the fines are ridiculously high and that the EU is going after Microsoft because its a good

American business. Sure Microsoft was a little arrogant but the fines are way to high.
Charles Parker, Des Moines Ia. USA

Story from BBEC NEWS:

ntto o //inews bbo couk/fgo/pr/fr/-/2/h/business /7266629 s0m
Published: 2008/02/27 20:40:59 GMT
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Former bankers sentenced to 37 months in Enron case

By KRISTEN HAYS
Houston Chronicle Copyright 2008

Three former British bankers were sentenced to three years and a
month in prison today for participating in a scheme with former Enron
finance chief Andrew Fastow to bilk their London employer out of
millions of dollars more than seven years ago.

Federal sentencing guidelines recommended 41 months to 51 months
for David Bermingham, Giles Darby and Gary Mulgrew. But U.S.
District Judge Ewing Werlein noted that both sides "strongly urge" the
37 months the ex-bankers had already agreed to serve and said he
considered that punishment to be appropriate.

The men also will repay the $7.3 million they gained from the
scheme.

Werlein told the trio that to fully redeem themselves, they would have
to repay "every dollar.”

"I'm counting on you to do that," the judge said. "I'm confident that
you'll probably never be before a court again."”

The defendants each pleaded guilty last December to a count of wire
fraud, just weeks before they were slated to go to trial on seven such
counts. They were transported to the United States in June 2006 after
losing a lengthy extradition fight and have been free since then on
bonds that restrict them to the Houston area.

"On one level it's been absolute hell," Bermingham said after the
hearing. But he said he and his co-defendants had gained support in
Houston during their time away from home.
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"I could think of a lot worse places we could be, given the support we've had," Bermingham said.

Dick DeGuerin, Darby's lawyer, said after the hearing that the men chose to plead guilty after
fighting the charges for a year and a half after weighing the risk of losing a trial against the

certain outcome included in a plea deal.

"These men just want to put this behind them," DeGuerin said. "Andy Fastow and the culture of
greed at Enron corrupted everyone and everything it came in contact with. These guys are victims

as much as anyone else.”

The three men were charged in June 2002 with seven counts of wire fraud for colluding with
Fastow and his former top lieutenant, Michael Kopper, to convince their employer, Greenwich
NatWest, to sell its stake in a Fastow-run partnership for less than it was worth. In their guilty
pleas, they admitted to failing to disclose that they had invested in an entity related to the

partnership.

The bank, which is now part of the Royal Bank of Scotland, sold its stake for $1 million. But
Fastow had arranged for Enron to pay about $19 million, and divvied up most of that amount

among himself, the bankers and others.
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Today, they stood before Werlein and apologized to their friends, family and colleagues for their
actions and the consequences. They have been largely separated from their families except for
visits in Texas, though Darby was allowed to return to London briefly last year to attend his
father's funeral.

"A long time has passed since the events” that led to the criminal case against them, Darby told
Werlein. "I realize now that our involvement was wrong I deeply regret that."

Mulgrew said he believed that he had exercised "a lack of integrity in my decisions," and
apologized to anyone harmed by those decisions.

"I'm just very glad this is over now,"” Bermingham said outside of court.

Once incarcerated in a U.S. prison, the three aim to apply for transfer to a United Kingdom lockup
under the Bureau of Prisons' international prisoner transfer program.

Luke Tolaini, a British lawyer who is chairman of the Confederation of British Industry's working
group on extradition, said in an interview this week that unlike the federal prison system in the
U.S., the British system allows for "license" parole once inmates have served half of their
sentences.

"As soon as they hit the halfway mark, they will automatically be released on license," Tolaini
said. "They are not dangerous criminals."

Werlein ordered Bermingham and Darby to submit $500,000 each upon their surrender to prison,
while Mulgrew must pay $250,000. The remaining $6.1 million will be paid upon approval of an
order to do so imposed by a British court. That order has been prepared and was awaiting filing
upon Werlein's approval of the plea deal.

The judge also approved the defendants' request to surrender voluntarily to prison, a process
likely to take three to six weeks. Also at men's request, Werlein will recommend that they report
to the Allenwood federal prison complex in White Deer, Pa.. The defense lawyers said they hoped
the men would be sent to that prison because it's near New York City, where they would go to be
transported to a British prison.

The Bureau of Prisons has final say over where they will go. They likely will serve between six
months to a year in a U.S. prison before they are transferred.

Their case generated a storm of publicity in the United Kingdom because the three were
extradited under a treaty that the U.S. hadn't signed at the time. Also, they had cooperated with
British authorities, who filed no charges.

"The issue there, from the UK perspective, was why they were sending British citizens to America
to be prosecuted for a crime against a British company,” Tolaini said.

When the trio was initially charged, the criminal complaint against them noted the deal and took
aim at Kopper and Fastow. Kopper cut a plea deal with prosecutors in August that year, and
Fastow did the same in January 2004.

That left Bermingham, Mulgrew and Darby little to offer federal prosecutors by the time they were
arrested in April 2004. Their case had sat dormant until their arrest.

Fastow is serving a six-year term in Oakdale, La., while Kopper is serving a three-year,
one-month term in Texarkana.

kristen.hays@chron.com
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subject to the site's terms and conditions of use and do not necessarily reflect the opinion or
approval of the Houston Chronicle. Readers whose comments violate the terms of use may have
their comments removed or all of their content blocked from viewing by other users without
notification.
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Most recommended comments

ludgot2K wrote:

"As soon as they hit the halfway mark, they will automatically be released on license," Tolaini said. "They are not dangerous
criminals.”

Really? So because white collar crime usually doesn't involve violence, that makes it some how better? Why don't they just hand
out free get out of jail cards for all the CEOs in the world, just to expediate the process.

Obviously the huge ammounts of money being transfered back and forth is just too tempting to people. If ever there was a reason
for government regulation, this proves it. Mere mortals just can't be trusted.
2/22/2008 11:59:50 AM

Recommend (7) Report abuse

UncleBert wrote:

Let me understand this . They took part in a conspiracy that swindles million upon miltions of dollars.They do 3 years and they pay
restitution? Right!!

The real sentencing was the people who worked years to get ripped and now will work years to the rest of their lives trying to
recoup the losses.

Strip them of every dime and asset, put them in prison and release them just shy of their 65 birthday , Old and broke now that is
justice..
2/22/2008 1:10:10 PM

Recommend (4) Report abuse

jachari wrote:
"They are not dangerous criminals."

Tell that to the people who's lives they destroyed.
2/22/2008 1:26:59 PM
Recommend {4) Report abuse

AMERICARULES wrote:

"As soon as they hit the halfway mark, they will automatically be released on license," Tolaini said. "They are not dangerous
criminals.”

18.5 MONTHS
Year and a half in a Limey prison.
2/22/2008 11:53:17 AM
Recommend (3) Report abuse

ManlyWeasel wrote:

All of the armed robberies and burglaries commited in the US, ever, combined, would certainly total less than the $70 billion
white-collar crime perpetrated by a few dozen Enron executives and their bankers. And yet look at the lenient sentences they get.
Basically, in white collar crime, the punishment is that you have to give back some of what you stole. Look at Andy Fastow: he
kept megamillions.

The earth cries out for justice.

2/22/2008 2:32:56 PM
Recommend {3} Report abuse
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France: SocGen controls failed, ignored

Story Highlights

French minister says controls at Societe Generale failed or were ignored
Bank faces crisis after trader lost over $7 billion in European index futures
Christine Lagarde said bank followed market rules in unwinding trader's deals
But she urged greater controis on banks in France and worldwide

PARIS, France (AP) -- French Finance Minister Christine Lagarde said Monday that some internal controls at Societe Generale
failed or were ignored before the banking giant announced massive losses attributed to a single trader.

Lagarde, who submitted a report on the case to the French prime minister Monday, also said the bank followed market rules in
unwinding the trader's transactions. But she urged greater controls on banks in France and worldwide.

In a bombshell announcement January 24, Societe Generale said that it had lost 4.82 biilion euros ($7.09 biltion) in cleaning up
unauthorized transactions by trader Jerome Kerviel.

The bank says Kerviel overstepped his authority and bet 50 billion euros ($73 billion) -- more than the bank's market value -- on
futures in European equity markets. Kerviel told investigators that his superiors had turned a blind eye to his activity, a claim the
bank's lawyer called false. *=#Watch more about Kerviel »

Lagarde's report did not assign blame but highlighted lessons to be learned from the scandal, which has deeply shaken France's
banking sector and prompted speculation that Societe Generale could be bought out or broken up.

"Very clearly, certain mechanisms of internal controls of Societe Generale did not function, and those that functioned were not always
followed by appropriate modifications,” Lagarde told reporters after submitting her report.

The bank says the losses were so staggering because of bad timing: Just as it discovered Kerviel's activity and started closing his
positions, world financial markets fell. Some have speculated the bank's actions in liquidating Kerviel's moves may have helped send
stock markets down.

But Lagarde said Societe Generale's management of the transactions was "in conformity with the existing regulations.”

"The unwinding of the positions at the source of the loss on January 21, 22 and 23 was done in a professional way in difficult market
conditions that could not be attributed to Societe Generale," Lagarde said in a statement.

Lagarde urged closer study of trading risks linked to human error or fraud and suggested tighter and more consistent banking
controls.

"France will propose ... that discussions at a European and international level be accelerated so that international standards can be
applied to all the actors," the report said.

The loss wiped out the bulk of the bank's net profit for 2007 and brought pressure on its top executives to resign.
Investigating judges have filed preliminary charges against Kerviel for forgery, breach of trust and unauthorized computer activity.

Capyright 2008 The Associated Press. Al righta reserved . This matenal may not be published, brosdeast, rewnlien, or rpdisizibuted.
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What it's like to lose millions of dollars

Nick Leeson is known around the world for his rogue trading
Leeson interview

It might be a dubious title to hold, but whether he likes it or not, Nick Leeson is still the
world's most famous rogue trader.

Now the painful insight of this former financial trader is in demand once again, as the banking worid
tries to comprehend the "massive fraud" uncovered by French bank Societe Generale.

The bank says alleged activity by a Paris-based trader caused it to incur a loss of 4.9bn euros ($7.1bn;
£3.7bn). The damage, the bank says, was based on simple transactions, but concealed by
"sophisticated and varied techniques”.

These losses are four times greater than those made by Mr Leeson, the rogue trader who famously
brought down Barings Bank in 1995, for which he was sentenced to six-and-a-half years in a Singapore
jail.

Mr Leeson is, of course, expertly placed as to how the perpetrator of this latest bout of rogue trading
will be personally affected by the situation.

“The thing that I wanted, and I'm sure the thing this guy wanted, was success," he told the BBC.

He survived for one day, he survived for a week, he
survived for a month and eventually you start to believe
that, okay, it's not quite as bad as it was

Nick Leeson

http://newsvote.bbc.co.uk/mpapps/pagetools/print/news.bbc.co.uk/2/hi/uk_news/720... ~ 03/13/2008 08:17:21 AM
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"Success was the thing that drove him on. It's a fundamental part of the markets and the people that
work within it.

"Probably his biggest fear is the fear of failure, as it was mine, as it probably still is today. When he got
himself into the situation there would have been a degree of panic.

"He survived for one day, he survived for a week, he survived for a month and eventually you start to
believe that, okay, it's not quite as bad as it was.

You've got a degree of time to try and unfurl yourself from this situation.

"That's certainly what I tried to do at Barings and that would have been his motivation. This isn't about
him getting rich, or getting rich quick."

Mr Leeson said there were times during his rapidly-deteriorating situation at Barings that he "wanted to
shout from the rooftops... this is what the situation is, there are massive losses, I want it to stop.

"But for some reason you're unable to do it."

This was in part, he suggested, because "everybody around you, your nearest and dearest, gets caught
up in the success story" and it becomes so very difficult to admit failures.

Loopholes remain

Mr Leeson said he was "shocked" by the size of the losses involved, but not by the fact that a rogue
trader had been discovered.

"I think rogue trading is probably a daily occurrence amongst the financial markets," he said.

"I get asked this question a fot, about whether these sort of things can occur again.

"There are occasions where these sorts of scandals will occur in different banks and in different financiat
institutions, but I never for one minute believed that it would get to this degree of magnitude and this

degree of loss."

Mr Leeson dismissed any suggestion that banks had introduced sufficient measures to prevent rogue
traders from doing their considerable damage.

"They haven't closed down the loopholes. The banks... focus on making the money, they're not too
interested in trying to save it.

"The money gets thrown at the front end of the business where the money is being made, at the
traders and the systems that they're trading with.

“Not enough focus goes on those risk management areas, those compliance areas, those settlement
areas, that can ultimately save them money.

"It's a very, very difficult thing to get across... to a board, when you're trying to convince them that if
you invest now in these controls and in these systems, that it will ultimately repay you.

"What they're looking for is profit, they're looking for that profit now, and that tends to be where the
money is directed.”

You're still looking at a situation where the systems and
controls aren't good enough, the people in place to look
after those systems and controls simply aren't good
enough either

Nick Leeson
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BBC Business Editor Robert Peston said that, according to Societe Generale, the fraud was carried out in
"plain vanilla futures hedging on European equity market indices".

But our correspondent said that bankers cannot understand how this could have happened, as for a
trader in "plain vanilla”" index futures to exceed his limits to that extent should be impossible, because
of existing controls.

Mr Leeson offers a simple explanation.

"You're still looking at a situation where the systems and controls aren't good enough, the people in
place to look after those systems and controls simply aren't good enough either."

Mr Leeson suggested that there must have been a number of staff within the bank's system who
"weren't doing their jobs properly", and he also scotched reports that the losses had been incurred over
a brief period of time.

"It can't have done. The guy was apparently trading CAC futures and DAQ futures which are exchange
traded products, that everybody can see the positions that are open on the exchange.

"I don't think this was the only thing that he was trading, but this has to have happened over a long
period of time."

He went on to say that the same scenario occurred at Barings, and that his own "incompetence and
negligence" was "at the forefront of that".

After his early release from prison in 1999, Mr Leeson returned to the UK, split up with his first wife,
took up speaking engagements to help rebuild his life and settled in Galway, later became commercial
director of Galway United football club.

He also wrote a book, and said that he still does not take up "everything I'm offered", only taking up
those opportunities he is "comfortable with", so he clearly is still a man for whom the banking world and
media still holds a fascination.

But Barings ceased to exist, unable to recover from the £850m that Mr Leeson lost it.

This rogue trader's life was re-fashioned, then - but the fate of Societe Generale's member of that
dishonourable club, and of the bank itself, is still unfolding.

Story from BBC NEWS:
http://news.bbc.co.uk/go/pr/fr/-/2/hifuk _news/7207628.stm

Published: 2008/01/24 19:55:37 GMT
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'Europe's Enron' trial opens amid concerns

By Malcolm Moore in Rome
Last Updated: 6:23am GMT 14/03/2008

The trial involving Parmalat starts today, almost five years after the Italian dairy company collapsed in
one of Europe's biggest-ever accounting scandals.

o The latest hews and analysis from the banking and financial services sector

More than 50 defendants, including Calisto
Tanzi, the company's former chief executive,
his brother Giovanni and the chief financial
officer, Fausto Tonna, face charges of fraud and
criminal association.

Tanzi's children, Francesca and Stefano, have
already negotiated lighter prison terms, after
one of the associated trials that have already

been held. If convicted, Tanzi, 70, faces up to
15 years in jail.

The scandal, dubbed "Europe's Enron", came to
light in 2003 when the company was forced to
admit that £11bn had disappeared from its
balance sheet. The subsequent bankruptcy
wiped out the savings of around 135,000
Italians.

The trial in Parma will stretch Italy's frail legal
system to the limit. More than 125 hearings
have been scheduled as the court tries to take
in 10m pages of documents and to hear the
34,000 defence witnesses that Tanzi has called.

One of Italy's youngest magistrates, the 29- ,
year-old Marco Vittoria, will be among the A lawyer carries documents related to the Parmalat trial,
judges. The prosecution only has five years to which will stretch Italy’s legal system

finish the trial, and to hear two appeals, before

Italy's statute of limitations excuses the defendants of any wrongdoing. However, Gerardo La Guardia,
the chief prosecutor, said the trial was "doable".

Fabio Belloni, a lawyer for Tanzi, said: "We are perfectly aware of the
seriousness of the accusations against our client but we are
optimistic." He added that his strategy would be to point the finger at
Parmalat's lending banks.

"We want to show that the company's problems arose from its bonds.
We want to make people understand that it was the structure of the
bonds which led to the outflow of these millions," he said. He added
that Tanzi himself "would definitely not be in the courtroom. His
health is very precarious".

A separate trial into five major foreign banks, Citigroup, Morgan
Stanley, Bank of America, UBS and Deutsche bank, opened last
month in Milan.

GETERAFE

Calisto Tanzi faces charges of fraud
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The five banks are accused of share price manipulation since they and criminal association
allegedly knew that Parmalat was bankrupt but continued to lend to it.

They are suspected of organising bond issues, taken up by small savers, with the goal of using fees earned
in the operation to reduce their losses if Parmalat failed.

All five banks have strongly denied any wrongdoing.

Information appearing on telegraph.co.uk is the copyright of Telegraph Media Group Limited and must not
be reproduced in any medium without licence. For the full copyright statement see Copyright
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Mitsui to shut Singapore operations after alleged
SPORT fraud, police report filed
TECHNOLOGY
ENTERTAINMENT SINGAPORE: Mitsui has decided to wind

down the operations of its Singapore
subsidiary Mitsui Qil Asia in the wake of
an embarrassing financial scandal.
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Mitsui's Singapore arm suffered US$81
miflion loss last year, after suspected
Search . fraudulent trading by one of its traders

in the naphtha market. “"«"”""BUS‘NESSI
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It has completed an internal

; Lo o Photos 1ofti<ing»:

investigation and reported the findings : : : Tt

to the Singapore police.

The police have confirmed that Noriyuki

Yamazaki is assisting them with their

investigations.

Mitsui intends to implement measures to reinforce the controls and % '
procedures over its group-wide commodity trading operations based on * &
the recommendations from the internal investigation. = - % ;
Mitsui is targeting to shut the Singapore unit by March next year. ) !

But it has yet to decide the fate ot its 26 staff, including 22 locals.

In the meantime, it will substantially downsize its activities, ceasing new
contracts, except for thase required to liquidate outstanding inventories.
- CNA/ir
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Singapore Police Arrest Mitsui Trader Who Allegedly Concealed
Losses of $80 Million in Losses

SINGAPORE (AP) -- Police in this city-state have arrested a trader with the Singapore unit of
3pan’s Mitsui & Co. on suspicion he tried to cover up 9.6 billion yen, or $80.3 million, in losses, the
Japanese company said Friday.

The trader with Mitsui Qil (Asia), the
Japanese company's Singapore crude
and oil products trading unit, was
arrested and questioned by police
Wednesday over allegations he
concealed losses in physical and
futures naphtha trading last year,
Mitsui said in a statement on its Web
site. The trader had been released on
bail, it said.

ADVERTISEMENT

ScottradelRA

Police in Singapore said that Noriyuki
Yamazaki, a senior naphtha trader at
Mitsui's Singapore unit, was "currently
assisting police with investigations,"
but gave no further details.

Start Saving Now

Tokyo-headquartered Mitsui & Co.
spokesman Yoshihiro Yamanaka said
Friday the company would not disclose the name of the trader, but added the trader was
dismissed on Wednesday, the same day he was arrested.

Napntha is a liquid derived from crude oit that is used as a raw material in the petrochemical
industry, and also for making some fuels.

Mitsui said it filed a police report on Monday with the Commercial Affairs Department -- the city-
state's white-collar crime unit - alleging that "significant losses from physical and futures trading
of naphtha had been deceptively concealed."

The company also said it will close its Singapore unit in the next fiscal year ending March 2008.
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BEAME NEWS

World Bank 'uncovers India fraud'

The World Bank has said it has uncovered "serious incidents of fraud and corruption” in a
review of five health projects it has backed in India.

The multi-million dollar projects, some of which date back to 1997, involve HIV/Aids, malaria and
tuberculosis.

"The probe has revealed unacceptable indicators of fraud and corruption, said World Bank head
Robert Zoellick.

India's government said it took the findings seriously and would punish anyone found guilty of
wrongdoing.

The evidence of fraud was revealed in a newly released Detailed Implementation Review, begun by
the World Bank in 2006.

That review was prompted by an investigation into a World Bank-backed reproductive and child
health programme in 2005, which found evidence of corrupt practices by two pharmaceutical firms.

'Eradicate corruption’

The projects involved in the latest review included a $193.7m (£99m) programme to tackle
HIV/Aids, a $124.8m tuberculosis scheme and a $114m malaria programme.

The World Bank has said it and the Indian government will cooperate to ensure the scrutiny and
transparency of ongoing and future projects.

Mr Zoellick, who took over as World Bank president in July, said he appreciated the Indian
government's "resolute commitment” to pursuing criminal wrongdoing.

He said: "These problems have to be fixed. I am committed to cleaning this up. I have spoken to
Finance Minister [Palaniappan] Chidambaram and he feels the same way.

"The results of this World Bank Review show we must keep pressing to eradicate corruption from
our projects. Fraud and corruption are not acceptable.”

A statement from India's finance ministry said: "Necessary action under the relevant laws, rules
and regulations would be taken against those suspected of wrongdoing and, if found guilty, they
will be visited with exemplary punishment."

Story from BBC NEWS:
http://news.bbc.co.uk/go/pr/fr/-/2/hi/south_asia/7184345.stm

Published: 2008/01/11 22:11:00 GMT

© BBC MMVIII
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Scandal-Plagued Samsung Chairman Quits

Lee Kun Hee steps down after being charged with tax evasion. Reaction among watchers is
mixed; shares didn't budge

by Moon Ihlwan

It was one of the most stunning scenes in the history of South Korean business. Standing in front of reporters

for decades the most powerful businessman in the country, announced his resignation as chairman of Korea's
largest conglomerate, the Samsung Group, and chairman and co-CEO of Samsung Electronics, the world's
largest maker of memory chips, liquid-crystal-display panels and TVs, and the second-largest cell-phone maker
only after Nokia (NOK). Bowing deeply, Lee apologized to the nation for corporate governance problems that have
been the focus of investigators for more than three months. "I'll take responsibility for all the flaws of the past,"
said the disgraced chairman, who was charged last week (BusinessWeek.com, 4/17/08) by a special prosecutor
with tax evasion and breach of fiduciary trust.

Nobody disputes the tremendous success Samsung achieved in the past two decades under Lee's leadership.
The $160 billion Samsung Group is a source of Korea Inc.'s pride, accounting for 21% of the country's total
exports. The electronics unit has transformed itself from a second-tier producer of TVs and appliances into a
design powerhouse and a trend-setter of the planet's information technology industry.

Yet investors and longtime watchers of Korea's chaebol, or conglomerates, responded with a relative calm over
the unexpected resignation. "l don't think there will be a fundamental change in Samsung," said Ahn Young Hoe,
chief investment officer at Seoul-based fund manager KTB Asset Management, which owns some $500 million in
Samsung Electronics. "Lee Kun Hee will remain as a major shareholder and his family will wield influence in one
way or another."

Perhaps reflecting such sentiments, Samsung Electronics shares stayed little changed, closing 0.1% higher at
$678 on Apr 22. In fact, the stock has risen 20.5% so far this year against a 5.8% fall in the benchmark Kospi
index on the Seoul bourse, as investors have believed the probe into Samsung could improve the company's
independent management from the group while not affecting its finances. Although Lee Kun Hee is the chairman,
management of the electronics unit has been firmly in the hands of respected Vice-Chairman and Chief Executive

Shareholder activists have criticized the 66-year-old Lee and his relatives for what the activists assert is the Lee
family's near-absolute control of Samsung's 59 affiliates ranging from insurance and credit-card services to
shipbuilding and chipmaking, even though the Lees only have a sliver of shares of the group. The family managed
to retain the tight grip because reforms in the past decade have tackled accounting and governance in listed
companies but have done little to limit the founding family's control via tangled cross-shareholdings of affiliates,
some of them held privately.

Critics of Samsung acknowledge Lee's resignation and other reform steps could open the way to improving
Samsung's governance system. Samsung will disband the powerful Strategic Planning Office, or SPO, which

1of2 4/24/2008 8:04
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prosecutors have alleged arranged illegal business deals to benefit the Lee family at the expense of other
shareholders. Chairman Lee's son, Lee Jae Yong, an heir apparent, will step down as Samsung Electronics' chief
customer officer and will stay overseas for building up experiences, according to Samsung officials.

Special prosecutor Cho Joon Woong on Apr. 17 accused the SPO of arranging an illegal 1996 transaction to give
the junior Lee, who turns 40 in June, and his sister a combined 64% stake in Samsung Everland, which was later
made a de-facto holding company of Samsung Group. Lee Jae Yong and his three sisters paid $9.9 million to
exercise warrants converting bonds they held into shares of Everland, an unlisted amusement park and real
estate company, at just one-eleventh of the market value.

Then in a private placement, Everland allegedly was able to buy 18.4% of shares in unlisted Samsung Life
insurance that had once belonged to the founder, Lee Kun Hee's father, but had been transferred into accounts
controlled by Samsung executives. Samsung Life, in turn, owns 7.3% of Samsung Electronics. Therefore by

controlling Everland, Lee Jae Yong now controls the biggest block of shares in the electronics giant.

Cho also accused Lee Kun Hee of owning some $4.5 billion worth of stock in Samsung Life, Samsung Electronics
and other companies that were hidden in nearly 1,200 brokerage accounts in the name of former and current
executives. Such holdings, prosecutors say, were kept secret to avoid paying hefty taxes. Samsung officials say
those shares, which were held that way to help Lee protect his management rights, will now be held under the
name of Lee, who will pay taxes that were avoided.

Samsung execs say the reform measures announced Apr. 22 are "just the beginning" to make group companies
more transparent and independent. "We will actively pursue changes if there are such needs in the future," says

Some activists argue the reforms fall short of guaranteeing the prevention of the family's return. “The problem is
the son can always be elevated to the chairman and assume near-absolute control unless a system is built to
guard against such practices," says Korean National Open University economist Kim Ki Won, who has studied the
chaebol for two decades. "My hunch is that there's only a 30% chance of Samsung achieving a good governance
system in view of the lack of reference to the son's illegally earned benefits."

Others, though, are more hopeful. "l respect today's move by Chairman Lee, who unlike other chaebol chiefs,
personally took responsibility for wrongdoings," says Jang Ha Sung, dean of Business Administration College at
Korea University and a longtime promoter of shareholder rights. "What's still needed is to build a sustainable
system enforcing transparency and accountability."

Moon is BusinessWeek's Seoul bureau chief.
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£36m fine for Severn Trent over false data

By Angela Monaghan
Last Updated: 12:50am BST 09/04/2008

Severn Trent, one of Britain's largest water companies, has been fined almost £36m for providing false
information to the regulator and for poor customer service standards.

The fine, the biggest ever imposed by regulator Ofwat, was levied after Severn Trent knowingly
misreported customer service data to cover up its true performance.

Separately, Severn Trent also pleaded guilty yesterday to two separate charges brought by the Serious
Fraud Office (SFO) at the City of London Magistrates' Court, relating to under-reporting leakages in 2001
and 2002 which resulted in higher bills.

adverisemant  The matter will now be passed to the Crown Court for sentencing, when a further fine is likely
to be imposed. A third charge, relating to incorrect leakage reporting in 2000, has been
dropped.

Tony Wray, Severn Trent chief executive, said he had no idea what fine might be imposed. "This is
uncharted territory. I am in the hands of a judge and his or her opinion at that time," he said.

The Ofwat fine was calculated as 3pc of Severn Trent's turnover. The water company must pay £34.7m
for deliberately misreporting data and £1.1m for providing sub-standard services.

e More on the biggest utility companies

Ofwat said that the fine must be paid by the company and its shareholders and must not be passed on to
customers. It relates to the period June 2005 to June 2006, when the new BAA boss, Colin Matthews, was
chief executive, and Mr Wray was managing director.

The problems began before they took over, but Ofwat only gained the power to fine in April 2005 and
cannot impose retrospective penalties. Severn Trent brought the problems to the regulator's attention in
March 2006.

Severn Trent said that it was lowering bills to ensure it did not profit from the misreporting. It has pledged
to cut bills by £10.6m, or £2.40 per household, over the next two years.

Mr Wray said a "comprehensive root and branch" review had now been completed. Distancing himself and
his team from the old regime, he said: "It was because of my watch and my team that we unearthed this
and marched straight to our regulator.

"There is no doubt that the previous regime and culture ... from 2000 to 2004 was overly bureaucratic
and lacked sufficient controls and procedures. Those responsible for the customer relations mistakes are
no longer with us and we apologise to our customers for their failings."

Regina Finn, Ofwat chief executive, said the fine showed Severn Trent and other water companies that it
would take decisive action to protect customers from a monopoly industry.

She said: "The size of the proposed fine reflects how seriously Ofwat takes the deliberate misreporting of
information." Read

Information appearing on telegraph.co.uk is the copyright of Telegraph Media Group Limited and must not
be reproduced in any medium without licence. For the full copyright statement see Copyright
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Aventis to pay $190 million to settle drug-price fraud case

By Rex Nutting
Last update: 9:59 a.m. EDT Sept. 10, 2007

WASHINGTON (MarketWatch) -- Aventis Pharmaceuticals Inc. has agreed to
pay $190 million to the federal government and several states to settle
allegations of drug-pricing fraud, the Justice Department announced Monday.
The government accused Aventis, a unit of Sanofi Aventis (SNY) , of inflating the
price of Anzemet, a drug to treat nausea in patients undergoing treatment for
cancer. The case was launched by a whistleblower suit filed by Ven-A-Care of
Florida Keys Inc., which will receive $32 million as its share of the settiement. %
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BEME NEWS

Saudi prince 'received arms cash’

Arms deals with the Saudis have been worth billions to the UK
BBC investigation
A Saudi prince who negotiated a £40bn arms deal between Britain and

Saudi Arabia received secret payments for over a decade, a BBC probe has
found.

The UK's biggest arms dealer, BAE Systems, paid hundreds of millions of pounds to
the ex-Saudi ambassador to the US, Prince Bandar bin Sultan.

The payments were made with the full knowledge of the Ministry of Defence.

Prince Bandar "categorically" denied receiving any improper payments and BAE said
it acted lawfully at all times.

The MoD said information about the Al Yamamah deal was confidential.

Sir Raymond Lygo, a former chief executive of BAE, told the BBC's World Business Report that there had
been "nothing untoward" about the arms deal.

"I was the one who won the contract,” he said. "I don't know anything about him (the prince) at all. I
would have remembered that name."”

All that BAE has ever rejected is any suggestion that the
commission payments were illegal

Robert Peston

BBC Business Editor

When asked about the secret payments, Sir Lygo said that it was not going on when the deal was
signed.

"I would have known if it was going on at the time. I was not aware of it, so as far as I am concerned it
was not occuring.

"Yes, we paid agents. Nothing illegal about that. It was absolutely in accordance with the law at the
time... there was nothing untoward about the deal whatsoever.”

Private plane

The investigation found that up to £120m a year was sent by BAE Systems from the UK into two Saudi
embassy accounts in Washington.

There wasn't a distinction between the accounts of the
embassy or official government accounts... and the
accounts of the royatl family

David Caruso

American bank investigator

http://newsvote.bbc.co.uk/mpapps/pagetools/print/news.bbc.co.uk/2/hi/business/6728773.stm 22/04/08



BBC NEWS | Business | Saudi prince 'received arms cash' Page 2 of 3

The BBC's Panorama programme has established that these accounts were actually a conduit to Prince
Bandar for his role in the 1985 deal to sell more than 100 warplanes to Saudi Arabia.

The purpose of one of the accounts was to pay the expenses of the prince's private Airbus.

David Caruso, an investigator who worked for the American bank where the accounts were held, said

Prince Bandar had been taking money for his own personal use out of accounts that seemed to belong to
his government.

He said: "There wasn't a distinction between the accounts of the embassy, or official government
accounts as we would call them, and the accounts of the royal family."”

Mr Caruso said he understood this had been going on for "years and years”.
"Hundreds of thousands and millions of dollars were involved,” he added.
Investigation stopped

According to Panorama's sources, the payments were written into the arms deal contract in secret
annexes, described as "support services".

They were authorised on a quarterly basis by the MoD.

It remains unclear whether the payments were actually illegal - a point which depends in part on
whether they continued after 2001, when the UK made bribery of foreign officials an offence.

The payments were discovered during a Serious Fraud Office (SFO) investigation.

The SFO inquiry into the Al Yamamah deal was stopped in December 2006 by attorney general Lord
Goldsmith.

Prime Minister Tony Blair declined to comment on the Panorama allegations.

But he said that if the SFO investigation into BAE had not been dropped, it would have led to "the
complete wreckage of a vital strategic relationship and the loss of thousands of British jobs".

The SFO's inquiry is thought to have angered Saudi Arabia, to the point where there was a risk that BAE
could lose a contract to sell the new Typhoon fighter to Riyadh.

Prince Bandar, who is the son of the Saudi defence minister, served for 20 years as US ambassador and
is now head of the country's national security council.

Panorama reporter Jane Corbin explained that the payments were Saudi public money, channelled
through BAE and the MoD, back to the Prince.

The SFO had been trying to establish whether they were illegal when the investigation was stopped, she
added.

She believed the payments would thrust the issue back into the public domain and raise a number of
questions.

'Bad for business’

Labour MP Roger Berry, head of the House of Commons committee which investigates strategic export
controls, told the BBC that the allegations must be properly investigated.

If there was evidence of bribery or corruption in arms deals since 2001 - when the UK signed the OECD's
Anti-Bribery Convention - then that would be a criminal offence, he said.

He added: "It's bad for British business, apart from anything else, if allegations of bribery popping

http://newsvote.bbc.co.uk/mpapps/pagetools/print/news.bbc.co.uk/2/hi/business/6728773.stm 22/04/08
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around aren't investigated."”

Liberal Democrat Treasury spokesman Vince Cable said that if ministers in either the present or previous
governments were involved there should be a "major parliamentary inquiry"”.

"It seems to me very clear that this issue has got to be re-opened," Mr Cable told BBC Radio 4's The
World Tonight.

"It is one thing for a company to have engaged in alleged corruption overseas. It is another thing if
British government ministers have approved it."

Panorama will be broadcast on Monday 11 June 2007 on BBC One at 2030 BST

Story from BRO NEWS:
http://news bho couk/ao/pr/ir/ -/ 271

37 73.stm
Published: 2007/06/07 18:09:12 GMT
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Swiss prosecutors say FIFA's former marketing partner paid bribes

The Associated Press
Tuesday, March 11, 2008

ZUG, Switzerland: Swiss prosecutors accused FIFA's former marketing arm Tuesday of funneling
millions of Swiss francs (dollars, euros) in bribes through a Liechtenstein foundation.

Prosecutors opened their court case by alleging that six executives of ISL/ISMM paid about 18 million
Swiss francs (US$18 million; 11.5 million) to people involved in negotiating rights deals for major
sporting events.

It was the first time state prosecutors in the Swiss canton of Zug explicitly accused the company of
bribery. They said ISL/ISMM used a foundation registered in the principality of Liechtenstein to funnel
the money.

The six executives, who have not been named because of Switzerland's strict privacy rules, deny all
charges. Responding to the prosecution, the defendants said ISL/ISMM had a cash crisis after FIFA
decided to pull out of a joint project. This led to the company's collapse, they said.

No current or former FIFA officials are among the accused.

ISL/ISMM, FIFA's marketing partner for almost two decades, left an estimated debt of US$300 million
(196 million) when it collapsed in 2001.

The bankruptcy led to bitter clashes between soccer's world governing body FIFA and European body
UEFA, which questioned FIFA president Sepp Blatter's handling of marketing deals.

Prosecutors said the six executives knew about the payments. The six are charged with
embezzlement, fraud, fraudulent bankruptcy, damaging creditors and falsification of documents. They
face between three and 4 1/2 years in prison if convicted.

In total, the criminal mishandling at ISMM amounted to more than 100 million Swiss francs (US$98
million; 64 million), prosecutors said.

ISMM, the parent company of ISL, owned the television and marketing rights to the 2002 and 2006
World Cups.

Shortly after the bankruptcy, FIFA lodged a criminal complaint against ISL/ISMM over irregularities in
accounts. The Zurich-based sports body later withdrew the complaint, but launched a civil case to
recover 125 million francs (US$122 million; 80 million) it claimed it was owed.

ISL/AISMM was the focus of a tense power struggle at FIFA between Blatter and his former No. 2,
Michel Zen-Ruffinen, and former UEFA president Lennart Johannson. Zen-Ruffinen accused Blatter of
engaging in irregular payments in connection with marketing deals. Blatter denied any wrongdoing and
was re-elected in 2002 for a second term as president of one of the world's most powerful sports
bodies.

FIFA spokesman Andreas Herren said the soccer body was only one of ISL/ISMM's clients. Others
included UEFA, the International Association of Athletics Federations and the Association of Tennis
Professionals.

A verdict in the trial is expected later this year.
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Serious Fraud Office to pursue Goldshield
price-fixing case

Lilly Peel

The Serious Fraud Office (SFO) will continue a prosecution against Goldshield, the drug distribution group, over
allegations involving generic medicines despite a ruling by the House of Lords that price-fixing does not amount
to conspiracy to defraud.

The company said that the SFO had decided to amend its case and continue with the prosecution.

The decision to go ahead with the case will be a boost for the SFO after Robert Wardle, its former director, was
criticised after dropping an investigation to BAE, the British defence company, and its deals with Saudi Arabia.

The criminal prosecution is part of Operation Holbein, the SFO's biggest case to date, which so far has cost
more than £14 million and has required hundreds of staff and its own computer database to sift through millions
of files seized in raids.

In total, five companies are accused of price-fixing on NHS drugs under Operation Holbein. The other
companies include Ranbaxy, the Indian generic drug giant, and three private businesses — Norton Healthcare,
Kent Pharmaceuticals and Generics UK.

Keith Hellawell, the Goldshield chairman, said: “We are clearly disappointed, following the clear decision from
the House of Lords, that the SFO still wishes to pursue its case against the company. We will continue to
defend our position rigorously.”

The company has already reached financial settlements with health services in England, Scotland and Ireland
without admission of liability.

Last June it agreed to pay £4 million to the NHS to settle a claim related to the alleged price-fixing of generic
medicine.

The SFO brought criminal charges against Goldshield and the four other companies after raids on 30 homes
and offices on April 10, 2002.

Shares in the company fell by 8.77 per cent to a four-month low of 260p this morning.

A preliminary hearing has been set for April 28 at Southwark Crown Court.

Contact our advertising team for advertising and sponsorship in Times Online, The Times and The Sunday Times. Search
globrix.com to buy or rent UK property.
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licence to reproduce material from Times Online, The Times or The Sunday Times, click here. This website is published by a
member of the News International Group. News International Limited, 1 Virginia St, London E98 1XY, is the holding company for the
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Bureaucrat guilty in $145M DND invoicing fraud

James Bagnall , CanWest News Service
Published: Monday, July 23, 2007

OTTAWA -- An invoicing heist perpetrated on the Department of National Defence tock an
unexpected turn yesterday as Paul Champagne -- the man accused of orchestrating it -- pleaded guilty
to fraud and breach of trust.

Over the course of nearly a decade ending late in 2003, Champagne had funneled more than
$100-million into bank accounts he controlled -- payments for goods and services that were never
delivered.

The scheme was complicated, but Champagne gained enough authority within DND to order goods
and direct payments through intermediaries to a company he controlled.

"I am accepting responsibility for my actions," Champagne said yesterday. His sentencing hearing has
been set for January.

The National Post first reported the story about the massive fraud in March, 2004.

At the time, Champagne denied wrongdoing and insisted he became a multi-millionaire through stock
market investments and luck at Las Vegas gaming tables.

But it was revealed that Champagne amassed more than $20-million worth of investments and
residential real estate in Canada, Florida and the Caribbean, including a $2-million beachfront
mansion in the Turks and Caicos.

His home in Ottawa was in an exclusive gated community with tennis courts, a gym and a pool. His
third, three-car garage home in Hudson, Fla., was on a lush golf course development and also had a
pool.

During an interview with CanWest News Service yesterday, Champagne expressed surprise he had
been able to run the scheme as long as he did.

One consideration involved the amount of money he saved DND by reorganizing the way the
department managed its computer maintenance contracts.
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With his experience at high-tech firms, he was able to show DND how to save substantial sums by
replacing old computers. This advice allowed him to build up a considerable amount of goodwill and
trust within DND.

Then, starting in about 1995, Champagne made the federal budgeting system work to his advantage.

"We found ways to justify the spending of year-end allocations,” he said. "If we didn't use it, we'd lose
it," he added in reference to DND budgets that, like all federal departments, have a March 31 fiscal
year-end.

Departments generally cannot transfer money left over from one year to the next, providing great
incentive to spend on goods and services during the final weeks of the fiscal year. The rush of year-end
contracts made it easier to disguise illegitimate deals.

In the private sector, senior managers are often rewarded for coming up with ideas that save their
employers lots of money, as he had done with DND's computer maintenance deals. Champagne, 49,
said "there was an element of this" in his thinking,

"As time went on, it got easier to justify what we were doing."

An agreed statement of facts between the Crown prosecutor and Champagne offers an insight into how
Champagne played the system. The statement notes that Champagne arranged for business colleagues
Peter Mellon (who owned the Baxter Group) and Cholso Manso (proprietor of Avemore) to hire senior
DND employees and supervisors at "lucrative" rates.

"The high turnover in staff contributed to inexperienced staff replacements," the statement noted,
"and facilitated Champagne's influence within the procurement section.”

Champagne, Mellon and Manso were all charged by the RCMP with fraud and other crimes in
January, 2006.

Neither Mellon nor Manso appeared in court yesterday. Their cases are scheduled to be heard Sept. 17.

The statement of facts released in the Champagne case suggests the unusual pattern of invoices was
first picked up by Hewlett Packard, which noticed its accounts receivables had become unusually high.
The statement provided no timeline but HP's revelation likely occurred in 2000 or 2001.

After trying to resolve matters directly with Champagne, HP took up matters with DND, precipitating
the massive government audit that uncovered the scheme.

Copyright © 2007 CanWest Interactive, a division of CanWest MediaWorks Publications, Inc.. All rights reserved.
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Trusted banker siphoned off $1.4m, court told

Les Kennedy
April 10, 2008

A ST GEORGE Bank employee, Veronica Yee Fong, had the power Advertisement
to give customers in financial crisis unsecured short-term overdrafts
of between $5000 and $10,000.

She had worked at the bank for 21 years and such was the trust placed in her that she was made a senior lending officer at
a busy branch.

But that trust was shattered this month when it was discovered that over eight years she had siphoned off $1.4 million to
her personal accounts, Central Local Court heard yesterday.

Police said the money Fong allegedly stole, by approving overdrafts for herself that had never been repaid, could not be
found. Nor had police been able to establish how the money had been spent.

Fong, 46, from Redfern, appeared before the magistrate Julie Huber charged with 21 counts of having obtained money by
deception from St George Bank between 2000 and February this year.

Police alleged Fong used the authority given to her by the bank to approve overdrafts for customers to carry out her fraud.

This was in breach of a bank rule signed by all employees that they could not carry out their own account transactions or
update their personal accounts or those of relatives on the computer system.

But for eight years no one noticed that Fong was using her employee number and password to approve extraordinary
overdraft loans in her name, and those of her aged father and her former husband.

The transactions began in 2000 with two unsuccessful attempts in February and March to give herself overdrafts of $
10,000 and then $55,000, police told the court.

http://www.smh.com.au/cgi-bin/common/popupPrintArticle.pl?path=/articles/2008/0... ~ 04/10/2008 08:38:15 AM



Article | Reuters http://www.reuters.com/articlePrint?articleld=USN21382897200710

REUTERS

Print | Close this window

Ex-banker convicted in major Dominican
fraud case

Sun Oct 21, 2007 4:18pm EDT

SANTO DOMINGO (Reuters) - A prominent former banker was convicted on
Sunday in a $2.2 billion fraud case that drove the Caribbean nation into an
economic tailspin four years ago.

Ramon Baez Figueroa, former president of Banco Intercontinental SA, was
the first official convicted in connection with its collapse in May 2003, when it
was the third-largest bank in the Dominican Republic.

The spectacular meltdown of the bank, known as Baninter, sent the
Dominican peso into a free fall and triggered massive capital flight.

It was prompted, as detailed at length in the trial before a three-judge panel
that opened in April 2006, by a scandal involving debt writeoffs and
sweetheart loans or other financial deals suspected of having favored
leading politicians and others.

Baez Figueroa, who maintained his innocence, was sentenced to 10 years in
prison and ordered to pay restitution and damages totaling more than $31
million. His defense attorneys said they would appeal.

Another suspected mastermind of the Baninter fraud, financier Luis Alvarez
Renta, was also convicted and sentenced like Baez Figueroa to 10 years in
prison.

Charges against two other defendants in the case, including a former
Baninter vice president, were dismissed for lack of evidence.

© Thomson Reuters 2008. All rights reserved. Users may download and print extracts of content
from this website for their own personal and non-commercial use only. Republication or
redistribution of Thomson Reuters content, including by framing or similar means, is expressly
prohibited without the prior written consent of Thomson Reuters. Thomson Reuters and its logo are
registered trademarks or trademarks of the Thomson Reuters group of companies around the
world. Thomson Reuters journalists are subject to an Editorial Handbook which requires fair
presentation and disclosure of relevant interests.

Reuters journalists are subject to the Reuters Editoriat Handbook which requires fair presentation and disclosure
of relevant interests.
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SEC Plans to Fine Nortel in Enforcement Policy Test (Update3)
By Otis Bilodeau

June 8 (Bloomberg) -- The U.S. Securities and Exchange Commission
plans to fine = P ﬁ . for accounting fraud in the first
test of a policy that gives the agency's commissioners more say in
corporate penalties, four people with direct knowledge of the matter
said.

SEC attorneys got the commissioners' approval last month to seek a fine
of less than $100 million from Nortel, North America's largest telephone-
equipment maker, according to one of the people, who declined to be
identified because the decision isn't public. Staff lawyers previously could
negotiate settlements without having to obtain permission in advance.

The case may provide a sign of what penalties to expect from the SEC amid concerns that Chairman
Chrigtophar Dox is favoring companies at the expense of investors. Fines for accounting fraud varied under
the SEC's old policy. Xerox Corp. agreed to pay $10 million in 2002, a record at the time, to settle allegations
that the company overstated revenue by $3 billion. The regulator extracted $750 million from WorldCom Inc.
the foliowing year.

' “This was an easy case for the SEC to buy into imposing a penalty because the facts were so terrible," said
James Cox, who teaches securities law at Duke University in Durham, North Carolina. He's not related to the
SEC chairman.

Nortel shares rose 16 cents to C$27.54 in trading on the Toronto Stock Exchange. They're down 12 percent this
year.

Scotia Capital analyst i:::5 & ++: said in a note to clients that at less than $100 million Nortel's fine
would be half as big as some investors expected.

Revenue Inflated

The SEC opened a formal investigation into Nortel's accounting in 2004. The Toronto-based company restated
its financial results the next year, admitting it had inflated revenue by $3.4 billion. In March the regulator sued
former Chief Executive Officer #+= i D00 and three other ex-officials, accusing them of manipulating earnings
from 2000 to 2004 to meet analysts' expectations and trigger bonus payments.

SEC spokesman Johus #aster in Washington and szviz, a spokesman for Nortel, declined to comment.

The SEC's five commissioners are political appointees. Three, including the 54-year-old Cox, are Republicans.
Two are Democrats.

Commissioner # , the senior Democrat, in April questioned whether the new policy will * " disrupt a
process that has served the commission and investors well for many years." Campos didn't reply to a request
for comment on the Nortel case.

The full effect of the approvals system won't become clear until the SEC uses it in more cases, especially ones
in which the misconduct is less flagrant, said Cox, the Duke professor.

The SEC's Cox defended the change in an April 13 speech, saying it would discourage staff lawyers from
“hedging their bets" by negotiating small fines for fear commissioners might * *cut them off at the knees."

Investor Advocate

Cox also has rejected complaints from organizations such as the Consumer Federation of America that he's
pushing the SEC to be more friendly to business. U.S. Representative furnay Frank, the Democratic chairman
of the House Financial Services Committee, last month called a hearing to examine the SEC, saying, ' " There
are enough questions in the air."

http://www.bloomberg.com/apps/news?pid=20670001&refer=home&sid=aPdWz90R8wUc 22/04/08
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**We are relentless advocates for investors,” Cox told reporters in Washington after a May 10 speech. ’ ' Every
day we come to work, that's our priority."”

Nortel, which agreed to pay about $2.4 billion to settle lawsuits filed by shareholders, tried to persuade the SEC
to drop its accounting probe without imposing a fine, according to the people familiar with the case. The
company said a financial penalty wasn't warranted because it fired top executives, including Dunn, 53, sued
them to recoup bonuses and cooperated with investigators.

Ontario Investigation

The Ontario Securities Commission, which conducted a parallel investigation, stopped short of levying a fine.
Nortel settled with the Canadian regulator last month by agreeing to pay C$1 million {($940,000) to cover the
cost of the probe. The OSC said it didn't want to penalize the company for the conduct of former executives.

Nortel didn't admit or deny wrongdoing under the accord.

tawrence Iason, a lawyer for Dunn, declined to comment on the SEC's lawsuit. Dunn said in a March 12
statement that the U.S. agency should have " ' deferred" to Ontario regulators ' “in what is really a Canadian
matter."

Neither Dunn nor the other defendants in the SEC case, sotoe Bentty Michas! Gollogly and Maryfnneg
Pananill, have filed a response to the agency’s allegations in court

Susan Meckoles, an attorney for Pahapill, declined to comment. Lawyers for Beatty and Gollogly didn't reply to
requests for comment.

To contact the reporter on this story: i+ Hitcsens in Washington at ehiledasu@bioomberg.nel.

Last Updated: June 8, 2007 16:58 EDT
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SEC files civil charges against four former Nortel executives

By Christopher Mason
Monday, March 12, 2007

TORONTO: The U.S. Securities and Exchange Commission filed civil charges Monday against four
former Nortel Networks executives ? including the former chief executive, Frank Dunn ? who are
accused of committing accounting fraud to meet earnings forecasts and industry expectations.

Besides Dunn, the former chief financial officer, Douglas Beatty, the former controller, Michael
Gollogly, and the one-time assistant controller, MaryAnne Pahapill, are named in the civil charges.

Following an investigation of nearly three years by the SEC, the former executives are accused of
altering Nortel's finances between September 2000 and January 2004 to present a rosier image of the
company's true performance.

"The defendants charged today all disregarded accounting principles and disclosure requirements
designed to provide investors with a clear and accurate picture of a company's performance,” the
associate director of the SEC's division of enforcement, Christopher Conte, said.

The SEC also said the defendants received performance bonuses as a result of the manipulated
financial results.

The issues sent Nortel into a financial turmoil that the company continues to struggle with. This month,
Nortel announced it would have to restate its results for the fourth time in four years.

The first restatement came near the end of 2003. Dunn, Beatty and Gollogly were put on leave in
March 2004 when a second restatement was announced. They were fired a month later. Pahapill left
Norte! in 2005.

Nortel went to great lengths to distance itself from the former employees as it struggled to recover
from a sharp drop in its stock values and several shareholder lawsuits.

A Nortel spokesman, Jay Barta, said Monday that the company would not comment on the SEC
proceedings.

Dunn, Beatty and Gollogly are also the subject of an investigation by the Ontario Securities
Commission. The OSC announced Monday that a hearing in the inquiry would take place May 1.

In a statement, Dunn did not address the SEC charges.

Notes:
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