PHILLIP S. STENGER
RECEIVER
CASH FLOW FINANCIAL, LLC
ALAN JAMES WATSON and MICHAEL POTTS

Re: Commodity Futures Trading Commission vs. Alan J. Watson, Michael Potts and
Cash Flow Financial, LLC et al.
U.S. District Court, Eastern District Michigan, Southern D1v131011
Case No. 11-cv-10949, Honorable Lawrence P. Zatkoff

Frequently Asked Questions

1. WHoIs THE CFF RECEIVER?

Phillip S. Stenger, Esq., of the law firm of Stenger & Stenger, P.C. has been
- appointed as the Receiver for CFF.

2. HowDoIConTtAacT THE CFF RECEIVER?

Phillip S. Stenger

Stenger & Stenger, P.C.

2618 East Paris Ave SE

Grand Rapids, MI 49546

Toll Free: 877-512-2483

Phone: 616-264-3256

Fax: 616-940-1192

Email: cffreceiver(@stengerlaw.com
Website: www.cffreceiver.com -

3. Is THE RECEIVER ACTING AS MY ATTORNEY OR FIDUCIARY?

No. The Receiver and his staff do not represent you and as such cannot give you
legal, tax or financial advice.

4. 'WHAT DO I NEED TO DO TO PARTICIPATE IN THE CFF RECEIVERSHIP?
The Receiver has mailed to all known potential investors an Investor Response
Form (“IRF™). You will need to complete this form and return it to the Receiver
along with all supporting documentation of your claim.

5. IF I ALREADY SUBMITTED INFORMATION TO THE TRADE LLC RECEIVER, DO I NEED
TO SUBMIT THE INVESTOR RESPONSE FORM IN THIS MATTER?

The CFF Receivership encompasses assets that are not a part of the Trade LLC
Receivership. If you would like to participate in the CFF Receivership you will
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need to complete and return the Investor Response Form with the appropriate
documentation to evidence your claim in CFF. -

6. WHERE CAN I OBTAIN A COPY OF THE INVESTOR RESPONSE FORM?

The Investor Response Form was recently mailed to all known potential investors
and is posted on our website www.cffreceiver.com. You may also contact our
office to request a copy.

7. WHAT DO I DO IF I DID NOT RECEIVE AN INVESTOR RESPONSE FORM IN THE MAIL
BUT BELIEVE I wAS DEFRAUDED BY CFF?

You may obtain a copy of the Investor Response Form at www.cffreciever.com or
contact our office to request a copy be mailed to you.

8. WHEN WILL DISTRIBUTIONS BE MADE?

No distribution date has been set. The Receiver is in the process of determining

the location and amount of the defendants’ assets in addition to locating all

potential investors and determining the amount of their potential claims.
- Investors will be kept informed as this process continues.

- 9. WHAT WILL HAPPEN WITH MY CLATM IN THE TRADE LLC RECEIVERSHIP?

As Receiver for CFF, we have submitted a claim in the Trade LLC Receivership
on behalf of all investors in CFF. The Trade LLC Receiver has distributed to the
CFF Receiver the amount of $1,480,139.91 which represents the first distribution
to CFF under the Trade LLC Receivership. These funds will be combined with
the remaining balance of any other assets returned to the CFF receivership estate
and distributed to CFF investors as part of the CFF receivership distribution.

10. I RECEIVED A SCHEDULE K-1 WITH A $0 BALANCE. DOES THIS MEAN THAT.I DO NOT
HAVE A CLAIM IN THE RECEIVERSHIP ESTATE? .

No. The zero balance on the K-1 does not represent your potential restitution
amount in the receivership.

11. WHY DOES MY K-1 INDICATE A $0 BALANCE?

The 2010 K-1°s were provided to all investors in Cash Flow Financial, LLC with
a $0 balance. As the CFF financial documents provided to us were incomplete
and inaccurate, there was not enough financial information available for our
accountants to accurately determine the actual amount of loss for the business at
this time.
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12. WHO DO I TALK TO IF ] HAVE ANY QUESTIONS REGARDING THE K-1 I RECEIVED?

Please contact your personal tax consultant or legal advisor regarding any
questions you may have pertaining to your 2010 K-1. This office cannot provide -
you with tax or legal advice.

13. HAVE ANY CRIMINAL CHARGES BEEN FILED AGAINST THE DEFENDANTS INVOLVED
N THE CFF MATTER?

A criminal case was filed against A.J. Watson on September 2, 2011 in the United
States District Court for the Eastern District of Virginia, Case No: 1:11-cr-
441(“Criminal Matter”). The charge in the Criminal Matter is one count of wire
fraud. (A copy of the Statement of Facts filed in the Criminal Matter is attached
herein for your convenience.) :

To date, no criminal charges have been filed against Mr. Potts.
14. WHAT IS THE STATUS OF THE CRIMINAL ACTION AGAINST MR. WATSON?

~ On September 22, 2011, Mr. Watson agreed to waive indictment and pled guilty

- t0 one count of wire fraud in violation of Title 18, United States Code, §1343.
The court originally scheduled Mr. Watson’s sentencing for December 9, 2011;
however, a continuance was granted to Mr. Watson on December Sﬂ’, 2011, and
the sentencing was rescheduled for March 2, 2012. Subsequently, the court
granted a second continuance to Mr. Watson on February 28“‘, 2011, and the
sentencing was rescheduled again for May 23, 2012.

The sentencing hearing was held as scheduled on May 23, 2012, and Mr. Watson
was sentenced to one hundred forty-four (144) months in prison. Mr. Watson will
be allowed to self-surrender and remains free on $500,000 bond until the date of
surrender as directed by the United Stated Marshal Service. (Copies of Mr.
Watson’s Plea Agreement, the Orders for Continuance of Sentencing, and the
Minute Entry regarding the sentencing are attached herein for your convenience.)

15. WILL MR. WATSON GO TO JATL AS A RESULT OF THE CRIMINAL CASE?
Per the results of the hearing held on May 23, 2012, Mr. Watson was sentenced to
one hundred forty-four (144) months in prison. The location where he will serve
this sentence will be determined by the Bureau of Prisons based on the judge’s

recommendation that he be incarcerated somewhere near his home.

16.Is THE CFF RECEIVER PROSECUTING OR INVOLVED IN THE CRIMINAL MATTER
AGAINST MR. WATSON?

No. Our office is not involved in any criminal proceedings against Mr. Watson
and/or Mr. Potts.
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UKITED STATES DISTRICTCOURT | |-g2mmes yy oy -~ -

EASTERN DISTRIGT-CFVIRGINIA | £ [
10 [ 2

UNITED STATESOF AMERICA, ) A

Afexandiia Divisior

v. )y Ciimimai¥o. /*// c@HH]

~) .
ALAN JAMES WATSON, )
)
Defendant. 3.

e Uinfted States nd thedefsadart-Alap James Wafson, agree fiat had flis matter
procesded tnivial, the United Siates wonld have proven the Tollowing facts beyond a reasopable
doubt. . |
I Introdnetion

1., Tn orabout2004, theDefendant, Aldh Jities Witsor (“defentant™or “Watsor”)
ereated.n léﬁc’lﬁgan']litn"itédi,izibi lity Compaty wliich Jafer fimetioried a& aninveshmentclub:
(MG with ovet 750 ivéstor/members:fhat resided fh'f.bngh‘tiﬁt the Uriited Statés and Canada,
including in the Easterh Disliicf 6T Virginfa, Fretii.in or about Aptil 2008 throtigh in.or abput
April 2010, W é\tson directed iz investments Tor IC, fimetionihg as 1€ Chief Executive Officer,
during {which period Walson made materiil misrepreseiitations anid prajssions o IC's
investor/migmbers via emails, website pmsﬁngs and.account statements, dbaut the frue nature,
stbiis Al i'-épi_'ﬁiﬁ'a’f‘me-iﬁveé;ia:i*m’aémiséi@?s ivestents; all th Vislation 6f Tifle 18, Utited

States Code, Sectien 1343,
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I The [nvestmeni Seheme

2. From in or about 2006 through July 2003, Defendant Watson collected
approximately 340 million from IC's investor/members, Watson represented to the
investor/members that all of the $40 million that was collected was being invested in Company
A, a company whose investm‘ent strategy, Watson represented through IC's website, was to
“rade equities o an intraday basis with the aid of a system dex{eloped by the clﬁb's expert
consnltant, [Company A"

A Beginning in or abbﬁt May 2007, Watson told prospective and existing
investor/members of IC, through emails and website postings, that Watson would invest all of the
fands cpllected by IC ($40 million) with Company A. Watson also represented to IC's
| meﬁberl&ﬁvestofs.that IC was earning a return of fen percent per month on the fimds IC had sent
to Company A.

4, Daépite these representations, Watson only caitsed approximately $6 million (of
the $40 million collected) to be invested with Company A. The remaining funds (approximately
$34 million) were secretly invested by Watson with over 25 other unrelated invesfment ventures
ﬁrhich resulted in a complete or near complete loss of the £34 million of IC investor/member
money that was ot iuveéted with Company A as represented.

5, Despite the signiﬁdant and ongoing losses Watson experienced in the non -
Company A investments, Watson continued to misrepresent to 1C's member/investors that all of
their money had been invested with Compeny A. These repeated and continuing
misrepreséntations by Watson allowed IC and Watson to obfain additional investor/members and

1o retain investor/members that comtemplated withdrawing their investments from IC.

2
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o, From in or about April 2008 through in or a!;out April i2010, W:;tsun prepared, or
cansed to be prepared, account statements that presented IC mémberlinvestors’ account balances
and account activity. In these statements, Watson misrepresented to investor/members that all of
their investments funds remained with Company A and continned to garmer fhe ten percent
monthly refarms Watson had previously represented, all the while knowing that these
representations were false. Watson l;usted these false member/investor account statements fo
IC’s website, which was accessed by IC member/investors, to iclude individuals residing within
the Eaétem Dhistrict of Virginia.

7. In addition, Waison failed to disclusé‘ in the monthly account statements fo ic
member/investors that £34 million of the total of $40 million collected from IC
member}"mvéstogs had not besn invested in Compény A ond that Watson's direction of the §34

million in other non Company A investments had resulfed in a complete or near complete loss of

that momey.
g, Watsonalso put "ponus” items on the account statements that appesared as trading
profits. In fact, many of Watson's "bonus” items simply represented promised refurns from non

Company A investments that never imaterjalized, Thus, Watson ultimately operated ICasa

“Ponzi scheme., i.e, using new member/invesiors’ principal to pay suceessive member/investors as

their returm on investments became due or were dernanded,

9, - Onorabout November 18, 2008, Watson caused an email to be sent from IC 1o
memberlinvestbi"MS. that contained instractions for wiring funds fo 1€ for investment by IC and

Watson, in forthérance of Watson’s investment scheme.
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10;  In March2009, Watson.stoppsd investing IC member/inv sestor funtls with
Cofupiiny A, Foweyer, inlii websits;postineyand emiilk, Watson tontined to falssly tell IC's !
bbEtAhvestors thab fieavas investingfheiemaoniey” avith Company A. Ttwas not until Apn’l
2019 that Watson informed IC's ibmiberinvesiors that lic had discontinued investing their
money with Company A a yéar earlier, and that Watson had failed all along to invest niost of
thieir méney with Eompany A, cantrary to his.cailier website po'stin gs, emails and accourt.
sfaterteRtE. |

11, Atpreseit, CFF-liak lods than 8 1:000 iBEﬁn itg-banl accounts:

12, This satemient of fagts icindes those fice nécessary to support the pleh

aureumem between the Deféndant.and the Govermment. It does not include each and every fact
lmowq to the Defendant of the Governmetit; and it is not nteniled to be a fall enurneration of dll
the facts surreunding the Defendants case., '

13, ?&fﬁﬁ:'ﬁﬁlésg.tﬁé'acit"iia'i'iéibf the:Deféndant as reconnfed gbove were'in all respeats
knowing, delibtrate, abil AL, dnd Weérk ot coththited by mistake, aczident, 6 othai"iriﬁbé:ént

réason.

Res'p'a’ctﬁﬂly'subnﬁtt’ed,
Meil H. MacBride Dénis J, Mclnerney

United States Attomey _Chief, Erauti Section
. ; Crfinirial Bivision
Urited States Depwrh;nent-uf Justice!

) 70

A - Wk B, Lytle” ——

Assistant Uhnited Stateg Atiorney . Spccnl Attumey

Counsel for the Uniled States - - Telephone C’707) 3070110
2100 Jamieson Avernue : Facsimile: (202) 514-7021
Alexandtia, Virgiriia 22314 glenn.chemigoff@usdoj.gov
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7025057 0 phcne)
"908:209-3091 (fie)
maﬁk.ly‘de@usdmj Eov

Défendant's Stipulition and Siemare: Afrer constilting with Ty ditorneys and pursuant to the
plea agreement I entered into this day with the United States, I hereby stipulate that the above
statement bf Bts is troe aind acéurate, and that had the matter proceeded B trial; the United

Stateswould liave proven the 's:.ame..bgyé‘jl,'d;g;réﬁséﬁablézt}ohht._

Date; D, ~ qu* ”

Al'm J‘ameﬁ' Watsun
Defendant

Defense Counsel's Signatupe: | have carefully revxewed the above statement of f"iCtS with my
client,.Alan James Watson: Tp iy knowledge; his decision to stipulate to these facts is an

ifortAer aid ottty ohe,

s S~ E = L] Ll
Blair D I-Imv'lrd
Coungel For the Defendant ‘Whitson
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¢ ‘THE URITED STATES DISTRICT COURI e
EASTERN DISTRICT OF VIRGINIA ¥

Alexandria Division ik

et

% " E IS ST COURL

3)

UNITED STATES OF AMERICA ) oz M‘amuumn:v,memu.\ - i
9. % Crirminal No. /- H{eR 4]
ALAMIANES WATSON, % '
Defendant, g
PLEA AGREEMENT

' Tlua Uﬂich!:Statés of America, by and through the undersignéd counsel for the United
States Attomneyy for thic Eastern Disiriot.of Virginta; Fraud Beotion, Criminal Division, United
St Depitiont g istoe (Ellopfiely voferfol 5 45 i “nited Sfafes”, Alan Jarfes
Watsen -G,Jeréinaft&:}z relirret 1o.as the “defEntdant™), and:fhe deféndant’s counsel enter info,
following agresmient pursuant t Ku‘la 11 of fh& Federal Rulss of Crimirial Procedure, The terms
of the noreement are as follows: |
1. Offense and Maximum Penalties
The défér.'fﬂéig’g agiees to waivedndivtinent and plead guilty to a ore count criminal
Sifurmation harging. the defendant with wire frand, in viglation of Title-18, United States Cods,
Sestion 1345, Theiidxitium penalty isa éaaﬁﬁiuijx {osti of 20'yéuts Hiprisopment, 4 fine of
$250,000,.or twice the amoumt of gross gaim or-loss, Full resfitution, 2 special assessment, sind-
three yéars of supervised releasé. The deféndant understands izt this supervised release ferm is
in-addition to any prisen telm {he-defendant inay reeeive, and that a violation of a term of
supervised release-could result in ‘the dbfentlunt being rsiurned to prison for e full term of

siperdsed rélerss:
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2 Facinal Basis for the Plea

The defendant will plead guilty becase the defendant is in fact guilty of the charged
offense. The defendarit admits the facts set forth in the statement of facts filed w.)vith this plea
agreement and agrees that those facts establish guilt of the offense charged beyond a reasonable
doubt. The statement of facts, which is hereby incorporated ix}tu this plea agreement, constifutes
a stipulation of facts for purposes of Section 1B1.2(=) of the United States Sentencing
Coramission’s Sentencing Guidelines Marnual.

3. Aésistancc and Advice of Counsel

The defendant is satisfied that the defendant’s atiomeys have rendered effective

assistance. The defendant understands that by entering into this aé;reement, the defendant

" éurrendérs certain rights as provided in this agreement. The defendant understands that the rights

of criminal defendants include the following:
a, the right to plead not guilty and to persist in that'plea;
b. the right to a jury trial;
c. the right to be represented by counsel — and if necessary have the court
appoint counsel — at trial and at every othier stage of the proceedings; and
d, theright at trial to confiont and cross-examine adverse witnesses, o be
protected from compelled self-incrimination, to testify and present |
evidence, and to compel the attendance of witnesses.
4, Rele (;f the Court and the Probation Office
The defendant nnderstands that the Court has jurisdiction and authority to impose any

sentence within the statutory maximum described above, but the defendant also understands that

2
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the Court will determine the defendant’s actual sentence in accordance with 18 U.S.C. § 3553(2).
The defendant understands that the Court has not yet determined a sentence and that any estimate
of the advisory sentencing range under the Sentencing Guidslines Manual the defendant may
have received from the defendant’s counsel, the United States, or the Probation Office is a
prediction, not a promise, and is not binding on the United Sﬁtes, the Probation Office, or the
Conrt, Additionally, pursnant fo the Supreme Couri’s decision in United States v, Booker, 543
U.8. 220 iZDOS), the Court, after considering the factors set forth in 18 U.S.C. § 3553(g), may
* jmpose a sentence above or below the advisory sentencing range, subject only to review by
higher couris fof reasonablehess. The United States makes no promise-or representation
concemning what sentence the defendant will receive, and the defendant cannot withdraw a puilty
plea based upon the actual sentence.
5. Sentencing Guidelines
In accordance with Bule 11(c)(1)(B) of the Federal Enles of Criminal Procedure, the

United States and the Defendant will recommend fo the Court that the following provisions of
the sentencing goidelines apply:

a The base offense level is 7 pursuant to U.S.5.G. § 2B1.1(a)(1).

b. The base offense level is increased by 22 levels pursuant o U.8.5.G.

§ 2B1,1(b)(I)(L) because the Joss amount is more than $20,000,000, but,
Jess than $50,000,000.
c. The base offense level is increased by 6 levels becanse the offense

involved 250 or more victims pursuant to U.8.8.G. § 2BL.IM)2)C).
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d The United States and the defondant agree that the defendant has assisted
the povernment in the investigation and prosecution of the defendant’s
own misconduct by timely notifying authorities of the defendant’s
intention to enter a plea of guilty, thereby permitting the government fo
avoid preparing for trial and permitting the government and the Court to
alluéate their resonrges efﬁciently_. If the defendant qualifies for a two-
level decrease in offense level pursuant to U.5.8.G. § 3E1.1(2) and the
offense level prior to the operation of that section is a level 16 6[ preater,
the government agrees to file, pursuant to U.S.8.G. § 3E1.1(b), 2 motion
prior to, or at the ﬁme of, sentencing for an additional one-level decrease
in the defendant’s offense level.

6. Waiver of Appeal, FOIA, and Privacy Act Righis

The defendant also understands that 18 U.S .C. § 3742 affords a defendant the right to
appeal the senfence imposed. Nonetheless, the defendant knowinigly waives the right to appeal
the conviction and any sentence within the statutory maximum described above (or the manner in
which fhiat sentence was determined) on the grounds set forth in Section 3742 or on any grdund
whatsoever, in exchange for the concessions made by the United States in this plea agreement.
This agreement does not affect thie rights or obligations of the United States as set forth in 18
USs.C.§ 3742(!:).' The defendant also hereby waives all rights, whether asserted directly or by a
representative, to request or receive from ‘a.uy depairtment or agency of the United States'any
records pertaining to the investigation or prosecation of this case, including without limitation

any records that may be sought under the Freedom of Information Act, 5 U.S.C. § 552, or the
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Privacy Act, 5 U.B.C. § 552a.

7. Special Assessment

Before sentencing in this case, the defendant agrees to pay a mandatory special
assessment of one hundred dullaré ($100.00) per count of convietion.

‘8. Payment of Monetary Penalfies

The defendant understands and agrees that, pursuant to 18 U.8.C. § 3613, whatever
munetmfy.pehalties are imposed by the Cuurt. will be due and payable immediately and subject to
imﬁlédféta enforcement by the United States as provided for in Section 3613. Furthermors, the
dafqndant agrees 1o provide all of his financial information to the United States and the Probation
Office and, ifrequested, to participate in a pre-sentencing debtor's examination. If the Court
imposes a schedule of payments, the defendant understands that the schedule of paymaﬁts is
merely a minimum schednle of paymenis end not the only method, nor a limitation on the
methods, available to the United States to enforce the judgment. If the defendant is incarcerated,
the defendant Agrees to participate in the Bureau of Prisons’ lmate Financial Responsibility

Propram, regardless of whether the Court specifically directs participation or imposes a schedule
of payments. -

o, Restitution for Offense of Conviction”

The defendant agrees to the eniry of a restitution order for the fall amount of the vietims”
lusses. At this time, the government hias not completed ar analysis of thie ‘amount of losses or -
anticipated losses that victims have suffered. The United States and the defendant are aware that
the losses to victims will total more than 520 millio'n.but less than $40 milliori. Fowever,

specific loss amounts for each individual vietin have yet fo be calenlated. The total loss
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amounts for restitution and sentencing purposes will be updated as soon as additional loss figures
are available,
10.  Immuniiy from Further Prosecuiion in This District
The United States Atiorney for the Eastern District of Virginia and the Fraud Section,
Criminal Division, United States Department of Justice will not further eriminally prosecute the
defendant in the Eastern District of Virginia for the specific conduct deseribed in the information
or staterent ot‘ Tacts.
1L Defendnnt’s Cooperation
The defenidant agrees to cooperate Tolly and tenthfully wich the United States and provide
all information known to the defendant regarding any criminal activity as requested by the
government, In that regard:
Ca The defendant agrees to testify truthfully and completely at any grand
- juries, trials, or other proceedings,
b. The defendant agrees to be repsonably avéilable for debrigfing and pre-
trial corferencas as the United States. may requn-e
c. The defendant agrees fo provide-all documents, records, wntmgs, or
mmaterials of any kind in the defendant’s p'ussession or wnder the
_ defendant’s care, custody, or control relating directly or indirectly to all
areas of inguiry and investigation.
d. The defendant agrees that, at the request of the United Statés, the
defendant will voluntarily submit to pnlygrap;h examinations, and that the

United States will choose the polygraph examiner and specify the
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procednres for the exaiminafions.

. 8 The defendant agrees that the statement of facts js limited to information
to support the plea. The defendant will provide more detailed facts
relating to this case during ensning debriefings,

f The defendant is hereby on notice that the defendant may not violate any
federa), state, or local eriminal law while cooperating with‘ the '
government, and that the govemment wxll in its dlscretlon, consnder any
such violation i in gvaluating whether to filea motlon for a downward
departure or reduction of sentence.

g,  Nothing in this agreement places any obligation on the government to seek
{he defendant’s cooperation or assistance.

12, Useof [ni'ormaﬁ.un Provided by the Defenddnt Under This Agreement

The United States will not nse any truthful information provided pursuant to this
agreement in any criminal prosecution against the defendant in the Eastemn District of Virginia,
except in any prosecution for a crime of violence or conspiracy to commit, or aiding and abetting,
a crime of violence (as defined in I8 U.S.C. § 16). Pursiant fo U.S.5.G. § 1B1.8, no truthful
information that the defendant provides unider this apreemient will be used in determining the
applicable guideline range, except as provided in Section 1B1.8(b). Mothing in this plea
agreement, bowevep restricts the Court’s or Probation Officer’s access to information and
records in the possession of the United States. Furthermore, nothing in this agreement prevents
the government in any way from prosecuting the defendant should the defendant knowingly

provide false, untrathiul, or perjurious information or testimony, or from using information
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provided by the defendant in furtherance of any forfeiture action, whether criminal or civil,
admimistrative or judicial. The United States will bring this plea agreement and the full extent of
the defendant’s cooperation to the attention of other proseeuting offices if requested.

13.  Defendant Must Provide Full, Complete, and Truthful Cooperation

This plea agreement is not conditioned upon charges being brought against any other
individual, This plea agresment is not coﬁdiﬁuned upon any ontcome in any.pending .
investigation, This plea agreement is not condiﬁoned wpon any result in aﬁy fu'ture prosecution
that may occur because of the defendant’s cooperation. This plea agreementhi's not conditioned
upoi'dny result i any fitire ‘grand jury presentatiori dr trial involving charges resilting from this
investigation. Tiﬁs plea agreement is conditioned upon the defendant providing full, complete,
and trushful cooperation. -

14.  Motion for 4 Doivnward Departure -

The parties agree that the United States reserves the right to seelt any departure from the

- applicable sentencing gui;lelines, pnrsuémt to Section 5K1.1 of the Sentc;ncing Guidelines and

Policy Statements, or any reduction of sentence pursuant to Rule 35(b) of the Federal Rules of
Crifninal Procedure, if, in its sole discretion, th;e United States determines that such a departure
or reduction of sentence is appropriate. |

11.  The Defendant’s Obligations Regarding Assets Subject to Forfeiture '

* The defend:nt a'g‘reé‘s'tb jdentify aﬁ ‘assbis over whiich the defendant gxercises or

exercised control, directly or indirectly, within the past five (5) years, or in which the defendant
has or had during that. time any ﬁna'nciaI interest, The defendant agrees to take all steps as '

requested by the United States to obtain from any other parties by any lawful means any records

B
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of assets owned at any time by the defendant. The defendant agrees to undergo any polygraph

examination the United States may choose fo administer concerning such assets and to provide
and/or consent to the release of the defendant’s tax refuins for the previous five years. -Defendant
agrees to forfeit to the United States a1l of the defendant's inferests in any asset of a value of
more than $1000 that, within the last five (5) years, the defendant owned, or in which the
defendant maintzined an interest, tise ownership of which the defendant fails to disclose to the
United States in accordance with tﬁis agreement.

15,  Forfeiture Agreement

The defendant agrees to forfeit all interests inany Cash Flow Financial or related assets
that the defendant owns or over which the defendant exercises conirol, directly or indirectly, as
well as any property that is traceable to, derived from, fungible with, or a substitnte for property
thit constitutes the proceeds of his offense. The defendant farther agrees to waive all interest in
the asset(s) in any administrative or judicial forfeiture proceeding, whether criminal dr civil;' state
or federal, The defendant agrees'to consent to the entry oi; orders of forfeiture for'such prope@
and waives the requirements of Federal Rules of Criminal Procedure 32,2 and 43(z) regarding
police of the forfeiture in the charging instrument, announcement of the forfeiture at seritencing,
and incorporation of the forfeiture in the judgment. The defe;ndant understands that the forfeiture
of assets s part of the sentefice that may be imposed in this case. The United States agrees (o
recommend to the Asset Forfeiture and Money Laundering Section, United States Depariment of

Justice, that any forfeited property be used fo'pay the defendant’s court-ordered restitution,
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16.  Waiver of Farther Review of Forfeitnre

The defendant further agrees to waive all constitutional and statutory challenges inany -
manner (incloding direct appeal, habeas corpus, or any other means) to any forfeiture carried out
in accordance with this Plea Agreement on any gronnds, including that the forfeiture constitutes
an excessive fine or punishmant.. The defendant also waives any failure by the Court to advise
the defendant of any applicable forfeiture af the time the guilty plea is accepted as required by
Rule 11(E)}(1)E). The defendant agrees 'to' fake all steps as requested by'thé:-]}nited States fo pass
clear ﬁt!e to Torfeitable assets to the United States, and to ;estify truth);'ully in any judicial
forfeiture proceeding. The defendant understands and agrees that all.property covered by this
agreement is subject o forfeiture as traceable to, derived from, fungible with, ora substitute for |

property that constituies the proceeds of his offenise.

11, .Breach of the-Plea Apreement and Remedies -

This agreement is effective when signed by the defendant, the defendant’s atiorney, _and
an attorney for the United States. The deféndant ngrees to entry of this plea agreement at the date
and time scheduled with the Court by the United States {in consultation with the defendant’s
atiorey), I the defendant withdraws from.this agreement, or commits or attempts t0 commit
any additional federal, state, or local crimes, of intentionally gives materially false, incomplete,
or misleading testimony or information, or otherwise violates any provision of thisagreement,
then: S

: The United States will be released from its obligations under this
agresment, incInding any obligation to geek 2 downward departure ora

reduction in sentence. The defendant, however, may not withdraw the
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puilty plea entered pursuant 1o fhis agreement.

b. The defendant will be subject to prosecution for any federal criminal
violation, including, but not limited to, perjury and obstraction of ‘justice,
that is not time-barred by the applicable statute of Kimitations on the date
this agreement is signed. Notwithstanding the subsequent expiration nf
the statute of limitations, in any such prosecution, the defendant agrees to

waive any statute-of-limitations defense.

c. Any prosecution,.including the pm'secutiun that is the subject of this '
_agreement, may be premised upon any information provided, or statements
made, by the defendant, and all such information, statements, and leads
derived therefrom may be used against the defendant. The defendant
waives any right to claim that statements made before orafier the date of
 this agresment, including the statement (;if facts aceompanying this
' agreement or adopted by the defendant and any other stafements made
pursuant to this or any other agreement with the United States, should be
excluded orsuppressed under Fed. R. Evid. 410, Fed, R. Crim. P. 11{f),
the Sentencing Guidelines, orany other provision of the Constifution or
federal law,
Any alleged breach of this agreement by either party shall be determined by the Court in
an appropriate proceeding at which the defendant’s disclosures and documentary evidenee shall
be admissible and at which the moving party shall be reguired to establish a bret;ch of the plea

apreement by a preponderance of the evidence. The procéading established by this paragraph

11
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does not apply, however, to the decision af the United States whether to file a miotion b;;sec'l on
o listantial absistanice” asihat phrasg is used in Ruls-35(5 of ﬂsafpdé’:amulés of Eriminal
Pmcedure and:Setfion. K11 ofe: ‘SentendnpGuitelifes-ad Policy Statements: The
defenitiant dpreashi edseidon wheher 16 file soch @ htion résts in. the'sole discretion oF the
“United States.

.18. MNature of the Agreement and Wodifieations

This writtenhgreement comatitiegthe complété plea agrecment betwgen the United
“States, thedelendant, gmd-thedefendsint’s counsel. “The:defendant and hiv-atforney-ackdowledge
e G, fhrats, Promisés; 6 ’rép'rég"eﬁi‘aﬁdﬁs}ﬁay'e-’T’-fe"én made ot ag’r’ééi:‘rfrﬁmﬁ'r’eaﬁhéﬂ; Hilisr than
fhose sét Forth in-writingin this plea agreement, te cause the defendant fo plead guilty, Any
modification of this plea agreement shall be valid-only as set forth in writing in a suppleméntal or

tevised ploa agrebment signed by all parties,

Respeatﬁﬂly su'brmited

"

Weil H, MdoBride- DBmsJ McInemey
Unifed States Attome‘y Chief,-Frand Section
* Crimingl Division

Umte?&s Dapartmcnt vt Justice
3 ' o5

Glenn 1 Che

/QW

Tark D: Lyé

Assistint Uied Sttes Atiornsy , Specml Aitomey

Counsel for the. United States . _ Telephene: (202). 307-01 LO
2100 Jamieson Avenine g 1 (707)514—7021
Algianrria, 'Zﬁ:gmn 22314 glernn; GthI"’fo@USdD_] BOV
7h53-500:3700 (phoncf co

703-209-3981 ([x)

marlclyt]e@usdq pav
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Dafcnclj;xnt‘f s:Sienanie: Thereby _ag,ﬁae-ﬂmt’l havescongulted with-rity attorney and fully
niidorErid all Tl Withrespectiahispending ctiininal infc'irmati on; Finther ] fullyunderstand -
all rights.with vespeot te I8 U.SC. §: 3553 and the provisions of the. Senténcig Giiidslines
Manual that may apply in my gase. | have read this plea agrooment and carcfully reviewed every

partof it with.my.attomey. 1 understand this sgtesment-and voluntarily agree & it.

Defendant

. " . » . v - L : - e
. . L -~

Defense Cm.msel’s Signafure: i sim counsel for fhe defendant in fhis case. 1 have Eilly '
é;e‘plainé'd 1o tlie defendaht the aefendaﬂt’s rights with respect to the pending informiation.
Further, I h'xve revxewed ]8 Us.L.§ 3353 and ‘the Sentencmrr Gmdelmes Manual, and 1 In'we
Fully kalamed tm ‘Thi defenddretlic] p:o‘vxsmns “ehiat iay applym ﬂus waine. [ have aamﬁllly |
reviewed every part.of this: plga-agresiient vgxﬂ;.tbe defendarif, To my l_cuowleglga, the.

defendints-décition fo enter. fto-this agreement is arinformed and vojuntary one.

‘ ‘ . )
Date: ~2-‘“/ g-/“‘ / ; _ /gZ« C){/gf/‘j

Blair D Howard:
Counse! oy Deferidsdit Watson

13
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IN THE UNITED STATES DISTRICT COURT
FOR THE EASTERN DISTRICT OF VIRGINIA
ALEXANDRIA DIVISION
UNITED STATES OF AMERICA,
Case No. 1:11~CR—441

Ve

ALAN JAMES WATSON,

Defendant.

THIS MATTER is befofe the Court on Defendant’s Motion for
Continvance. (Dkt. No. 14.) Deféndant requests that the Court
continue the sentencing hearing currently scheduled for December
9, 2011. The government does not oppose this motion. For good
. cause shown, it is hereby

ORDERED that Defendagt's Motion for Continuance is GRANTED.
It is further

ORDERED that the Defendant’s sentencing hearing is
scheduled for March 2, 2012.

The Clerk is directed to forward a copy of this Order to
counsel of record.

Entered this ff day of Décember, 2011.

Alexandria, Virginia

{ Gerald B Ls =
TUCE Los
12 /09 7 11 United States District Judge
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UNITED STATES DISTRICT COURT
FOR THE
BEASTERN DISTRIGT OF VIRGINIA

Alexandria Division

UNITED STATES.OF AMERICA. AT

| i R
Dacicel No.: 1:11CR441

V.

ALAN JAMES WATSON

Defendant.

MOTION FOR. CONTINUANCE

COMES NOW the Défendaif, Alan Jaries: Watson (A.J. Watson), by counsel, .'B‘l‘air D.
‘Howarc;l, and moves (liis Honorable Court for-a continuatice of the sentencing date now set fot:
Mateh 2, 5012t 9:00}AMbefar_e'the,'I'—I;cmq'ra]ﬂé Judge Gerald Bruce Les, In support of this
request, the Defendant respectfully stafes the followings
1. Tithe Jate-sumimer of 2010, AJ. Watson a;id:_é;iun"sél bisjzén Eoperating with
AssistantU.8. Atioingy, Mark D, Lytle, and Agent Michael Kelly. by attending
meetings with federal agents, 11.8. Attorngys; and providing docuinents requested
inthe frand investigation involving Cash Flow Financiel, LLC (CFF, LLC).
Defendant has filed with the Court'a Sentencing Memotandum in support of Mr.
Watson’s cooperation with.civil lawyers as well as.criminal invesfigators
reflecting his efforts to, recover monies lost by: the CFF, LLC, inivéitors.
Defendant files loday; an Amendment tc; his Sentenciniy Memorandur under Title

(8 §'3553(a). In the Amendmient Courise] references further favorable

Pagel
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developments in recovery of CFF, LLC, funds.

2, Since Defendant is continuing fo cooperate with the investigators in this case in
Virginia, it is respectfully requested that client’s sentencing be continued until
May of 2012,

3. Based on Defense Counsel’s recent discussions with Assistant U.S. Atformey,
Mark D, Lytle, it is Counsel’s understanding that the Government has no
objection to Defense Counsel’s rqques_i;for a continuance,

WHEREFORE it is respectfully reque;stedf that the Court grant a confinuance of the
sentencing hearin'g ovei into the month of May 2012 in order that Mr. Watson continue to assist
the Government's investigation.

Respectfully submitted,

Alan James Watson,
By cqunsel

/s/ Blair D. Howard /7 iﬁ/y\ %W / /({

D o G pl 4
4

Howard, Morrison, Ross and Whelan

31 Garrett Street ‘ M
Warrenton, Virginia 20186 M ,ﬂ!ﬂ’/‘/f/
(540) 347-1000 '

FAX (540) 349-4422 (b Yo P11
Counsel for Defendant

// 4”/7 Z/7 %/7/ Is/

Gerald Bruce Lee
United States District Judge

Page2




Case 1:11-cr-00441-GBL Document 28 Filed 05/23/12 Page 1 of 1 PagelD# 366

CRIMINAL GUIDELINES SENTENCING MINUTES sudgez_ Lty o
Reporier:_f£. Wilsen
Date: 5 A > St 4077

. o End: 2. A Lf
UNITED STATES OF AMERICA Ll LovA4| '
VS. ~ Case Nusber Wive ﬁ/ KU\)&-

Al Tomea [Datzna ’
Counsel/Government: Mark |yele . . 7 ¥ {L:LH\I/ Mol dor "’Fl ﬂl’(.’?‘hé@

Counsei/Defendant: "P\ 44 FHT)U\) LL(‘A/

Coutt adopts PSI witliout exceptions: with exceptions:: A—H-\/ Wise: 5PDke

LYNOR, e AT, £LNSIN Zine) Dol BN | A AN A BN VDD NN bc.&u.{fx

v{), A Dl buM 0k peedes it (P tinbade Lib - bles. 0

-Offz:'nsc-v.L.z:vcl; , ' C'(*)urlvdcparts from Guidelines pufsﬁanl o

Crimiinal History: : USSG~5H_1.4‘~ .

Imprisonmént Range: ) __ USSG5KI.L

Supervised, Rcleasc Range: USSG5K2.12

Fine Range: X N0y TARF ayé 5 e USSG'SC1.2

Spécial Assessment5_jmed - i Other:

RﬁSHIUUQﬂ S T 5 D i (n[.ovﬁ_ &l c’['-ﬂ‘:‘(\ PA_ fo : (/.n AL GY\ (@) -t—gm ,_g D.L«SA-{) bA—:ﬂ:;%r 178 W
BRI bt e s are

BOP for _. l months I’ro!mnun for __ months \[l a ;f\qg 51 AMenens &Lffgw

Supiervised Release for years (\DM PCH i f\% C Cﬁ"fJf’f' Veaso A

s . ; 5/‘16,

SPECIAL CONDITIONS: 15 yrs. is cxies

DA o remiain drug free, submit 1o In/Out patieni iesting as direcied.
DAt. must p'i;l;u[mu: in___ _counseling as direcied.
No fiew credit
Access 10 all [inancial records.
£3ft. nust mmfy unpluyu
10t must pay restitution in nionthly. install. of §, 300 10 begin (ﬂDd‘ws alter reledse
from custody.
Drug testing waiv wd & dablehion of Pa-
Home continement for the first manths 10 only leave the hame tor eimployment, anend medical reeds,
meet with atorneys, probation-officer, or 1o atiend any religious scrvices.
D mast fully couperate w. INS in any depurtation proceedings; may nol re-cnier W pern,
v __IoHeru boinal ~pd
x/ 0D Blaginesd ot ld Ay Ofhende OOPLLY
RECOMMENDATIONS TO BOP: U
Du. designated 1o facility___ ¢ D, o Bopvwe
DI designated to facility 10 receive inténsive drig treatments.
DIt designated 10 facility 1o panicipate in [CC (Bom Cump) Lype program
D1 1o participate in 500 hrs Intensive, l)rug, Treatmént Pogram
D1, designated to minimom level securdty Tacility

l~ < H\.’\-l | 1

Hllf\

Delendant Remanded ___1_/~ Cont’d on Bond 10 Self-Surrender as directed by USMS
____wbeDeéponed Inuncduately

0D i Lt 0 G A LTS NN figure
'}"Di’«éa‘hw‘, Drder  enteres and 2{,,‘,&{
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STOPFRAUD cov

HRRAOIAL FRAUC ERFOECLMENT TASK E0REL

Protect yourself from fraud, and
report suspected cases of fi ial
fraud to local law enforcement.

Investment Club Manager Sentenced To 12 Years In Prison For $40
Million Fraud S ——

FOR IMMEDIATE RELEASE May 24, 2012
DON'T
WASHINGTON - Alan James Watson, 47, of Clinton Township, Mich., was sentenced today to 12 years in tose yourselt tn a
prison for fraudulently soliciting and accepting $40 million from more than goo members of his i
investment club, Cash Flow Financial LLC (CFF). Watson subsequently lost nearly all of the investors’
money through non-disclosed, high-risk investments. Victims were located in Virginia and nationwide.
‘Watson was also ordered to forfeit $36,615,344. Talk to your kids about gangs and how
to avoid them.

AT

U.S. District Judge Gerald Bruce Lee in the Eastern District of Virginia also sentenced Watson to three
years of supervised release. Watson pleaded guilty to one count of wire fraud on Sept. 22, 2011.

The sentencing was announced by U.S. Attorney for the Eastern District of Virginia Neil H, MacBride;
Assistant Attorney General Lanny A. Breuer of the Justice Department’s Criminal Division; James W.
McJunkin, Assistant Director in Charge of the FBI's Washington Field Office; and Postal Inspector in

Charge of Criminal Investigations Gerald O’Farrell of the U.S. Postal Inspection Service (USPIS).

“The pitch Mr. Watson made to investors was a big fat lie, and he kept lying until his scheme
collapsed and investors lost nearly everything,” said U.S. Attorney MacBride. “Based on these lies,
investors recommended Mr. Watson’s club to their friends and family, and the damage to these
relationships was just as harmful as the financial devastation itself.”

Help us combat the proliferation of sexual

. . . loitation eri inst children.
“Mr. Watson deceived members of his investment club from early on and drove his scheme deeper and exploitation crimes agalnst ehildren

deeper while investors remained none the wiser,” said Assistant Attorney General Breuer. “His lies
destroyed lives, and today’s sentence ensures he will pay for his destructive actions. The 12-year prison
sentence handed down today is a signal to fraudsters that criminal deception born from greed will not be
tolerated.”

“More than 900 unwitting victims thought they had done their homework and calculated their investment
wisely; instead, they were met with false documentation that yielded no return on their investment,” said
FBI Assistant Director in Charge McJunkin. “Investigating white collar crime has been and will continue
to be a priority for the FBI and our law enforcement partners, as demonstrated by this case and today’s
sentence.”

According to court documents, Watson created CFF in 2004 and served as the club’s chief executive
officer. From 2006 to 2009, Watson received almost $40 million from investors. Watson purported that
the money would be invested through an equities-trading system developed by an expert consultant, Trade
LLC, with a promised return on investment of 10 percent per month. In reality, Watson admitted that only
$6 million of the $40 million was ever invested in Trade LLC, while the remaining $34 million was secretly
invested in miscellaneous, high-risk ventures without the consent of investment club members. These
high-risk investments resulted in a near complete loss of the $34 million.

According to court documents, despite the losses for the investors, Watson continued to create false
monthly account statements showing net gains from their investments. In addition, Watson included
“bonus” items on the account statements that appeared as trading profits, the result of a Ponz scheme he
orchestrated to use new investor funds to pay off earlier investors.

In March of 2009, Watson ceased investing in Trade LLC and re-deposited those funds in separate
unauthorized ventures. In 2010, nearly a year after he had fully withdrawn finances from Trade LLC,
Watson informed investment club members that be had not invested their money as promised, and that
none of the reported returns bad ever materialized. This resulted in a combined $40 million loss for
investment club members.

The Commodity Futures Trading Commission (CFTC) has filed a related civil case in the Eastern District of
Michigan.

http://www justice.gov/usao/vae/news/2012/05/20120524watsonnr.html 5/25/2012
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This case was investigated by the FBI's Washington Field Office, USPIS, the CFTC and the U.S.
Securities and Exchange Commission. The department thanks these agencies for their substantial
assistance in this matter.

Trial Attorney Kevin B. Muhlendorf of the Criminal Division’s Fraud Section and Assistant U.S.
Attorney Mark D. Lytle of the Eastern District of Virginia are prosecuting the case on behalf of the United
States.

The investigation has been coordinated by the Virginia Financial and Securities Fraud Task Force, an
unprecedented partnership between criminal investigators and civil regulators to investigate and prosecute
complex financial fraud cases in the nation and in Virginia. The task force is an investigative arm of the
President’s Financial Fraud Enforcement Task Force, an interagency national task force.

President Obama established the interagency Financial Fraud Enforcement Task Force to wage an
aggressive, coordinated and proactive effort to investigate and prosecute financial crimes. The task force
includes representatives from a broad range of federal agencies, regulatory authorities, inspectors general
and state and local law enforcement who, working together, bring to bear a powerful array of criminal and
civil enforcement resources. The task force is working to improve efforts across the federal executive
branch, and with state and local partners, to investigate and prosecute significant financial crimes, ensure
just and effective punishment for those who perpetrate financial crimes, combat discrimination in the
lending and financial markets, and recover proceeds for victims of financial crimes.

For more information about the task force visit: www.stopfraud.gov.
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