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The U.S. Securities and Exchange Commission
filed a lawsuit Wednesday against bankers
Charles LeCroy and Douglas MacFaddin, saying
they arranged in 2002 and 2003 to pay more
than $1 million in fees -- at the hehest of
Coramissioner Shelia Smoct and former
Commissioner Jeff Germany -- to certain local
firms in exchange for JPMorgan Chase & Co. Formar Jefferson County
landing Jefferson County business. The deals Commissioner Jeff Germany.
gave JPMorgan the largest auction rate securities ~ (The Birmingham News file)
and swap agreement transactions in the firm's

history.

A serigs of deals with JPMorgan and other firms backfired, leaving Jeffersan
County teetering on the brink of bankruptcy.

in taped phone conversations, LeCroy and MacFaddin acknowledged the
payments to Gardnyr Michael Capital and ABI Capital Management were "free
money” and "payoffs.” The SEC suit says the firms paid by LeCroy and
MacFaddin played no official role in the transactions and performed few, if any,
services.

There are ways around the statute of limitations, former federal prosecutor
Ron Brunson said.

“The usual statute of limitations is five years from the date of the incident,”" he
said. “There is a method of capturing cases within the conspiracy statute, If
someone conspires to commit a crime, the statute begins running at the last
overt act. That could be yesterday for an event that happened in 2002, If the
government is considering charging, they would need to go forward with a
conspiracy-type charge."

T'here is another ontinn. Brunsan said. althouah he doesn't like it “Yhe
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Tricky calculations

Bringing criminal charges and calculating the statute of limitations related to

financial transactions can be tricky, defense lawyer Richard Jaffe saicl.

"You borrow some money and do some kind of swap, that's continuing the

transaction, perhaps extending the statute of limitations," Jaffe said. “You dc a

bond deal, but what if it takes a year to complete? It's a real hard question to

answer."
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U.S. Attorney Joyce White Vance said her office played no role in bringing the * $2 OFF 2010 Alabama International
SEC's civil action and that her office learned of it the day it was announced. Auto Show

She also said the SEC Jlawsuit was not necessarily an indication that any Advertise With Us »
criminal indictments were forthcoming.

JPMorgan agreed to pay $75 million in penalties and forfeit $647 million? in
fees to settle an SEC investigation. LeCroy and MacFaddin have 20 days to
respond to the lawsuit.
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posted by bhamfelia
November 08, 2009, 9:12AM

Hope the reporter remembers to pull and read Smoot's depgesition testimony
from over the summer. Last overt act for Smoot occurred by her when she
denied the allegations in the deposition.

Inagpropriate comment? Afest us.
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Posted by sburks
November 08, 2009, 10:10AM

Vance should be investigating Smoot's current activities, I doubt that she has
discontinued her maney brain just yet!
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