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LEVKOWITS ACCUSES THREE Sw1Ss TRUSTS

Or EIGHT MILLTON DOLLAR STOCK ¥YRAUD

in international zccurities fraud vwhich ig estimated to
have resulted in Josses to investors of more than 8,000,000 was dis-
clesed today by AEBtorney General Louis J. Lellkowitz.

The fraud was revesnled when the Attorney Seneral obtained
an order ln the Suprem: Court, MNow Yerx County, naming the Brandel
Trust, a Swliss trust operating from Vedwsz, Lichtensteln; its president,
Paul Hazenbach, e aticrney of Zurich, Switzerland; the Levan Truat, '
also of Lichtenatein, and the Sun Invesiment Egtablishmsnt, of Zurich,
Switzerland,

The order requlres their appearance in Supreme Court, New
York County, on November 27, 1%57, teo be examined by Attorney Generel
Lefkowltz. They alsg¢ aere reguired to mske all backs and records of
the trusts avallable for cxamlnetion snd are pronibited from disgposing
of any asseta pending the cutcome of the sction.

Lttorney General Lefkowitz sald today that an lnvestigatien
conduected by hils affice cver a perlod of many months has indicated
that the Fraud Involved the uae of "false and fraudulent literature®
to promote the sale of securities "secret and fraudulent internaticial
agreements" regarding the acquisition of stock and "trickery and
deception by Swiss lowyers and othera" to cleoak the activitices cf
deelers in sscurities operating "under the mask of Swiss trusts.”" . .

Aecording fﬂ the affidavit flled with the order, the
securities inveolved are principslly theose of Gulfl Coazat Leassholds,
Inc,, Corpus Chriasti Refining Company, end Green Bay MIning and
Explorations, Ltd. The atock of ulf Coast Leascholds, Inc. fell

from a high of $14,.50 a share te & pressent bid of spproximately
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%$1,75; Corpus Christi Refining Company declined from 3i.00 to present
bids of approximately 33 cents, and Green Bay Mining and Explorations,
Ltd, fell from a algh of $12,50 t¢ a point where there is no present
market for the stock.

The affidavit states that Dr. Hagenbech ls the preaident
of both Brendel Trust end Leavan Trust, The Sun Investment Establish-
ment 12 hesded by Dr. W. Kellar Staub of Zurlch, 3witzerland.

Attornzy Genersl Leflowltz sald the PBrandsl Truat was
organized acmetime pricr to January 1, 1953, Tha affldavit charges
that beginning 1n 1955 and continuing through 1956, "vast quantities
of literature were diatributed to investora by firms purporting to
be Investment advisory asrvices arnd broker-dealers in the New York
erea." The literature repcoed rapld progress in the develepment of
Gulfl Coast Leaseholds, Inc., Corpus Christi Refinlng Compeny and
Green Bay Mining and Explorations, Ltd.

"#Mueh of the Information contained in such literature came
from DuVal's Conaansus, Inec,, of l1-!3 Crescent Street, Long Island
C1ty, en organlzsllon whieh publishes irvestment repcrta on a {ee
baats,” the alffidavit continues,

The Attorney Genersal asld ir his pepers that Pilerre DuVzl
has admitted that he wesa the executive officer of DuVal's Consensus,
Ine,, but denled esver giving any order Involving any of the sscurltle
of the firms whose stock was belng sold, "ievertheleas," the af-
fidavit stetes, "In the course of inveatigatlon, evidence has been
adduced that Du¥al did crder delivery of S500 shares of Gulf Coast
Leaseholds stock to F. W. MarDonald & Co., Inc., 50 Broadway, New
York City, These shares were ordered delivered te Flerre DuVal
wlthout the payment of any nonsy by Lavan Trust.m

The shares were later sold through F. W, MacDonald & Co.
for "a sum In excess of $50,000" for the acecount of a Toronto, Cane?-

hrokerage flrm, the affidavit charges,
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"Maritet literature of the type issued by DuVal's Con-
aesnsua, Inc,, had the definlte effect of raising the market price of
the aforesald atock," the sifidavit continuea,

Attornsy General Lefkowitz sald hlisg investigation revealed
that Cecil B. Hagen, chairman of the board of Gulfl Coast lLsascholds,
wrote to DuVal's Gonseusus In Janvery, 1556, cbjecting to "msejor
dlscrepancies" in Duval reports and Etating that "publlcation of
falas or exaggafated Infornztion 32 the buying publlec concerning
Gulf Coast Lesmseholds, Inc,., s asrwful and éetrimental to the best
interests of the public as well as ths company.”

Mr. Hegan wrote two ollher Iatters to Dulal proteating the
reporting of "erroneous information,”

Two eother individuels who fzvs been barred from the
securities buslness in New York State by actlon of Attorney General
Lefkowitz are named in the papera. They are John Van Allen of 625
Fifth Avenue, New York Clty, and Charlea Robert Stahl, rew reported
to ve living in Rio de Janlero.

Van Allen was barred con Jun: 23, 1443, The affidavit
alleges, however, that "beQinﬁing somztime prior to 1954," Van Allen
held a general power oi attorney from the Drandsl Trust and 3un
Investment Esteblighment with full euthority over the trusts, The
papera also state that Van Alien involked the Fifth Amendment 150
times durdng questicening by the Attorney General's office concerning
his activitlies in connsction with the trusts.

The affidavit alsc relates that in Septembsr, 1954, Brardszl
Trust sgreed wlth Gulf Cosst Leaschclds to purchase 750,000 shares cf
stock of the company at prices ranging from §1 te $3 a share. Braniel
Trust represented that it was scquiring the shares for s group of
not more than 25 peérscne for investment Iin a transaction exempt froo
the 3ecurltles and Exchiange Act., Brandel Trust was to recelve 10 rerp
cent commission on the purchsse price of §1,300,000,

Subseqguently, Brandel Trust scld large blocks of this atccu
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in the market and on Aﬁril 11, 1955; EG,DDD shapes of Gulf Coast
Leaseholds were sold at $2 per éﬁara ﬁith g 10 psr cent commizsion
golng to the tfust, the Attorney Géneral chargeé, Dﬁ the same day,
Van Allen recoived delivery of 25,000 aheres of the stock.

ﬁttarﬁey Genersgl Lefkcwitz also aliegsa that the firm of
M. JA Shuckt Co.; 319 Broscdway, New York City, alse purchased f'rom
firms "ﬁhoss sﬁurce of supply was Stahl, Miles and Eo.; Ltd., of
Edmenton, Alberte, Cannda, 250,000 shares of Gulf Coaat Leaseholda;
inc. at an aggregate cost of 32,829,912LSD or an approximate average
ol $11;3D ﬁer shere. Thle stock was resold at vrices renging up to
$1l 3/8 per share. Erandel Trust was a major account on the books
of Stahl, Miles ané Ce." The Attorney Gemeral says that the where-
sbouts of N; 7. Shuck is un'iovs.

According to thes affiiavit, the average c¢ost per share of
the stoclt to the Brandel Trust was 1,50 & siare, The papers allege
that Shuck lssued llteraturs praising the potentlal werth of the
company and also aof Gcrpué Christl Eerining Company which he deseribed
as a "major oil refinery," Evidence cobtaired by the 4ttorney General
indicates it was at the time a relatively small operatlon,

The papers disclose en agreement signed by Charles Robert
Stehl made by Brandel Trust with toe Swiss gecuritles firm of 5. A,
dePlacements Mobiliers of Geneva whichh was recently enjoined ae &
result of action by Atiorney General Leflowitz. The agreement provid-
ed thsat Erandal Trugt would deliver to dePlacements Mobillers |
200,000 shares of Green Bay Uranlum ageinst payrent of £140,000 afer
n call for mopney was issued by the company. It olse provided thet
dePlacement Moblliers would fecsiva 125,000 shares of the steck col!
of 250,000 which Brandel Trust was to receive fres from the treasury

The sgreement provided for dePlacements Moblllers to
recelve a proflt on 500,000 shares of Green Bay Uranium "if the sto:w
is sold over $i a share." It provided for the peyment on December o
1958, of §$1 a share to Micheel Phillet, then president of the Green

Bay company, 1f the 500,000 shares have not been sold up to that time.
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& warrant has besn igsued for the arrest of Fhillet as a
resulit of nis faillure to aznswer a subpoena requiring him to produce
books and records of the company for sxamination by the Attorney
Genersal.

Investigatlion of the case was conducted by Special Deputy
Attorney General David Clurman and Principal Securities Accountant
Bernard Abramson of the Securities Bureou 57 the Department of Law
which is in charge of Assistant Attornsy General Semuel A. Hirshowltz,
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From: Charles W, Stickle, Executive Assistant to the Attorney General
COrtlandt 7-9B00, Extensicns 7192 end T175.



