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C A N A D A

           S U P E R I O R   C O U R T



               (Commercial Division)

PROVINCE OF QUEBEC


DISTRICT OF MONTREAL

                      


NO:  500-11-039188-103
IN THE MATTER OF THE

Superintendent No. 41-342548  
BANKRUPTCY OF:



DOVER FINANCIAL CORP., a legal person duly incorporated according to the laws of the Turks and Caicos Islands and operating with its principal place of business at 555 Chabanel Street, Suite 1531, Montreal, Quebec, H2N 2H8

Bankrupt


-and-


RSM RICHTER INC., a legal person and trustee to the bankruptcy of Dover Financial Corp. having its head office and principal place of business at 2 Place Alexis Nihon, Montreal, Quebec, H3Z 3C2

Trustee/Petitioner

vs.

MR. BEN GOLSHAN, Businessman, domiciled and residing at 1204 Avenue J, Brooklyn, New York, 11230, USA
-and-

MR. SOLIEMAN GOLSHAN NEZAD, Businessman, domiciled and residing at 1204 Avenue J, Brooklyn, New York, 11230, USA

-and-

MR. ELIAS ESHAGHIAN,  Businessman, domiciled and residing at 1204 Avenue J, Brooklyn, New York, 11230, USA


Solidary Respondents
	PETITION TO RECOVER PAYMENTS FRAUDULENTLY AND ILLEGALLY MADE PURSUANT TO A FRAUDULENT PONZI SCHEME, PAYMENTS MADE WITHOUT CONSIDERATION AND UNDERVALUE AND PAYMENTS CONSTITUTING UNJUSTIFIED ENRICHMENT (De In Rem verso), articles 1493 et seq., 1631 et seq., 927 c.c.q. and 4 AND
96 bankruptcy & insolvency act 




TO ONE OF THE JUDGES OF THE SUPERIOR COURT, BANKRUPTCY DIVISION OR TO ONE OF THE REGISTRARS THEREOF, THE PETITION OF YOUR PETITIONER RESPECTFULLY STATES:

A. 

History of Dover Financial Corp. (“Dover”) and its principal, Mr. William   Newman
1.  
Mr. William (Perry) Newman (“Newman”) originally from London, England at all times relevant to the present proceedings presented himself as an observant orthodox Jew of the highest ethical standards and as a sophisticated currency analyst, all of which enabled him to deceive investors and to perpetrate the Ponzi scheme and fraud herein described;

2. 
In fact, Newman’s educational background consisted of certain Biblical and Talmudic education in England, and Newman never obtained any degrees of whatsoever nature from any educational institution;

3. 
Newman’s work background in England consisted of holding certain positions in companies which, (i) bought and sold gold and silver over the counter, acted as brokers for persons wishing to buy or sell gold and silver and certain securities indexes, and (ii) in a certain company owning real estate, this for the period 1980 to approximately 1993 when he became embroiled in litigation in London, England with a Mr. John Halstuk who alleged that he had been defrauded by Newman;

4. 
On October 14, 1993, the Honourable Mr. Justice Rattee of the High Court of Justice Chancery Division, England in file number CH 1993 B No. 4315 issued an injunctive restraining order on behalf of Mr. Halstuk against Newman, in the nature of a Mareva injunction, freezing Newman’s assets in England further to an order condemning Newman to pay Mr. Halstuk the sum of ₤594,059.40, a copy of same is produced as Exhibit P-1;

5. 
Newman married Sari (Sarah) Stern (“Sari”) of Montreal, Quebec on February 4, 1981 and thereafter the two resided in England until on or about October 1993, when Sari and her three children moved from England back to Montreal, Quebec, where her parents and brother resided;

6. 
Newman and Sari were forced to leave England because of the effects of the order, Exhibit P-1, and Newman alleges in addition that he was in fear of his life as he did not have sufficient funds to pay Mr. Halstuk the amount owed of ₤594,059.40;

7. 
From the period 1994 to mid 1995, Newman resided in Montreal, Quebec and was not able to work and was supported by the Stern family;

8. 
On or about June 19, 1995 Newman, with the aid of the Stern family lawyer (Mr. Baruch Pollack), incorporated Dover, in the Turks and Caicos Islands, all the issued shares of which were held by a prêt nom for and on behalf of Newman, a copy of the Certificate of Incorporation and prêt nom/trust declaration are produced as Exhibit P-2;

9. 
Dover operated from offices originally situated at 9500 Meilleur Street and thereafter and at time of bankruptcy at 555 Chabanel Street, Suite 1531, Montreal, Quebec, Newman advises that the original business intent and purpose of Dover was to operate a business to analyze currencies and trade in currencies (“FX Transactions”);

10. 
Dover’s sole employee from inception until its bankruptcy was Newman, a copy of Newman’s card is produced as Exhibit P-3;

11. 
Dover was never registered to carry on business in Quebec or anywhere else in Canada, however, at all times its sole place of business and directing mind was in Montreal, Quebec, the sole place where it had an office;

12. 
At all times since 1995 until its bankruptcy, Dover’s bank accounts were held at the Bank of Nova Scotia in the City and District of Montreal, firstly at the St. Catherine Street West and Peel Street branch and following the closing of that branch, same were held at the Bank of Nova Scotia branch located at 645 René-Lévesque Blvd. West.  Bank of Nova Scotia banking documents reveal that the sole signing Officer until on or about July 31, 1999 in respect of the bank accounts was Newman, thereafter Mr. Morris Feldman (“Feldman”) became a signing Officer; Newman has testified that Feldman had authority to sign on the bank accounts since 1995 in the event that Newman was incapacitated;

13. 
Copies of the most recent Bank of Nova Scotia banking forms for Dover’s U.S. account number 500 21 0090611 (the “Dover BNS US Account”) and its Canadian account number 500 21 0003514 (the “Dover BNS Canadian Account”) are produced en liasse as Exhibit P-4;

14. 
As far as the Trustee has been able to determine to date, all funds received by Dover from investors (other than cash) were paid into the Dover BNS US Account and all fictitious returns paid to alleged investors were paid out of same by way of wire transfers from the Dover BNS US Account (save for certain cash payments);

15. 
As far as the Trustee has been able to determine to date, Dover made regular transfers from its Dover BNS US Account to its Dover BNS Canadian Account and Newman used the funds from the Dover BNS Canadian Account to pay for all of his and his family’s personal living expenses, including, without limitation, payments on a regular basis to his wife, credit cards for his wife and children, travel expenses, and hotels. In addition, payments for Newman’s three children’s US University education and living expenses were made from the Dover BNS US Account;

16. 
Newman has advised the Trustee that Dover’s first investor was Feldman, a businessman who resided in New York and who provided Dover with approximately $50,000.00 U.S. to invest in foreign exchange contracts (“FX Transactions”);

17. 
According to Newman, from 1995 to 1997, Dover’s sole client was Feldman, the basis of the relationship was that Dover would allegedly trade in FX Transactions for Feldman and profits would be split on a 60/40 basis between Feldman and Dover.  After two years of alleged operations, an additional arrangement was allegedly entered into between Dover and Feldman whereby Dover was to split profits with Feldman made from clients who Feldman would refer;

18. 
Newman has advised the Trustee that in 1995 Dover commenced trading in FX Transactions with Feldman’s funds and quickly lost money; Newman did not advise Feldman of these losses and moreover led him to believe that he was making a return of approximately 20%-30% per year on his investment;

19. 
Newman has advised the Trustee that Feldman had been referred to Dover by a Mr. Josh Yashar of New York, a friend of Newman, who himself upon hearing from Feldman as to how well his Dover investments were doing provided Dover with $50,000.00 to invest in 1997/1998;

20. 
Newman has advised the Trustee that Dover traded in certain minor FX Transactions during the year 1995 through an FX broker in the U.S.A. which became known as F.C. Stone LLC.  Dover lost money in so doing, and after 1995 until its bankruptcy on July 12, 2010, Dover did not invest any funds which it received from investors. After 1995 Dover simply operated a fraudulent Ponzi scheme with investors’ funds, paying fictitious returns to older investors with newer investors’ funds and using same to support his lifestyle, this until its bankruptcy in 2010;

21. 
Newman during the years 1996 to 2010 continued to solicit funds for Dover from investors, and was referred clients from existing investors on the basis that their investments were earning excellent returns from Dover’s/Newman’s expertise in trading in FX Transactions, all the while Dover and Newman did not invest any funds received, but solely operated a fraudulent Ponzi scheme as hereinafter described;

B. 
Mechanics of the Ponzi Scheme
22. 
Rather than engage in legitimate trading activity, Dover and Newman used investors’ funds from 1996 to 2010 to solely support the Newman family and to pay investors fictitious distributions of alleged profits in order to encourage investors to advance new funds and refer new investors, the funds from the most recent investor(s) being used to pay fictitious profits to the older investors and to help perpetrate and continue the operations of the Ponzi scheme;

23. 
In order to perpetrate the Ponzi scheme, Dover/Newman would send statements from Montreal to Dover’s investors on forged  letterheads of F.C. Stone LLC, wherein he would show various FX Transactions allegedly made for the investor, the profits earned, and the balance of funds held for the investors’ account, all of which were totally fictitious;

24. 
F.C. Stone LLC is a large U.S. based corporation which acts as a broker in respect of FX Trading and Commodities and Futures Trading, and is the brokerage firm where Newman advised investors Dover was trading in FX Transactions; a web site description of F.C. Stone LLC is produced as Exhibit P-5;

25. 
As far as the Trustee has been able to determine, at no time did Dover or Newman ever open accounts for its investors at F.C. Stone LLC and all statements sent to investors on F.C. Stone LLC letterheads were forgeries, fictitious, and simply made up by Newman who printed same on old letterheads of F.C. Stone LLC from a computer located in Montreal, Quebec at Newman’s brother-in-law’s business premises (Ugosac);

26. 
Although Dover’s business was run under the pretense of a legitimate business whereby funds were solicited from investors, and/or investors were referred by other investors, in fact, the new funds received were used to pay earlier investors fictitious profits and thereby induce further investments, and all the while Newman was siphoning off funds for his personal use;

27. 
Petitioner produces as Exhibit P-6 a complete analysis of the Dover BNS US Account by the Trustee for the period July 2003 to date of bankruptcy, as well as the bank statements for the said Account, the Bank of Nova Scotia advises that it did not retain any records of this Account prior to said date and Dover and Newman have destroyed all records of Dover, including copies of this Account;

28. 
Petitioner produces as Exhibit P-7 a complete analysis of the Dover BNS Canadian Account for the period July 2003 to date of bankruptcy, the Bank of Nova Scotia advises that it did not retain any records of the Account prior to said date and Dover and Newman have destroyed all records of Dover, including copies of this Account;

29. 
Newman specifically targeted Jewish investors from the New York City area, and used his Jewish Orthodox background as a front to convince investors of his honesty, high ethical standards and financial capability, whilst all along he was deceiving the investors and perpetrating a fraudulent Ponzi scheme;

C.
Discovery of the Ponzi Scheme and Bankruptcy
30. 
The Ponzi scheme was discovered by Mrs. Edith Olanoff (“Olanoff”), who unfortunately was the last investor to advance funds to Dover and whose funds were used by Dover and Newman to pay large fictitious profits to other investors and support the lifestyle of Newman and his family;

31. 
Olanoff is of the Jewish faith and is formerly of New York and presently of Jerusalem, Israel and was referred to Dover and Newman in 2005 by Allen Szrolovits CPA, her insurance agent/financial planner, who advised Olanoff that he himself had invested with Dover and that he was achieving a good return and suggested that she speak with Newman and invest certain funds with Dover, which she do did;

32. 
From the period June 2005 until May 2010, Olanoff invested in excess of $5,000,000.00 U.S. with Dover and for the period June 29, 2005 until May 5, 2010 Dover and Newman on a regular basis sent Olanoff fictitious, forged F.C. Stone LLC statements showing the monthly balance of her account allegedly held at F.C. Stone LLC, prices for trades and gross profits etc., the final fictitious statement dated May 2, 2010 showing the total balance of Olanoff’s account allegedly held at F.C. Stone LLC to be $7,588,656.40 U.S., copies of these statements are produced as Exhibit P-8;

33. 
Throughout the period 2005-2010, Newman communicated on a regular basis with Olanoff, discussing investment and currency strategy, he would visit her on a regular basis in New York, Florida and Israel, and as an Orthodox Jew he would continuously discuss and exchange views on various Jewish topics, including Jewish religious issues, and Jewish spiritual and ethical issues, thereby creating the false impression that he was embedded with values of honesty and trustworthiness; 

34. 
Throughout the above period, Newman built a strong bind with Olanoff and the other investors, created a large degree of confidence in himself and created the impression that Newman and Dover were legitimate, of the highest ethical standards, whilst all along same was nothing more than a scheme of deception perpetrated in order to fleece investors;

35. 
During the year 2010, Olanoff was building a home condominium unit in Israel and requested that Dover return certain funds which she required to pay contractors in Israel;

36. 
On March 19, 2010, Olanoff requested that Dover return the sum of $200,000.00 U.S. for the above purpose, the said funds arrived in Olanoff’s account in Israel on or about March 23, 2010;

37. 
On May 5, 2010, Olanoff requested that Dover forward an additional sum of $200,000.00 for the above purpose, Olanoff believing her account at F.C. Stone LLC had a balance of $7,525,406.40 U.S., whilst in reality Olanoff and certain other investors’ funds had been used to pay investors fictitious returns, and to support Newman’s lifestyle;

38. 
During the period May 5, 2010 to May 27, 2010, Newman provided Olanoff with numerous excuses as to why Dover could not wire transfer the sum of $200,000.00 U.S. requested on May 5, 2010, and Dover and Newman never sent these funds to Olanoff;

39. 
As a result of the foregoing, Olanoff, in late May 2010, requested that Dover and Newman return all of Olanoff’s funds.  Thereupon, Newman requested Olanoff to send Dover a letter requesting that her account be closed which Newman advised was needed to transfer the funds so the “authorities” would not think he was doing anything illegal;

40. 
Accordingly on May 31, 2010, Olanoff forwarded an email to Newman and Dover requesting that her account be closed and all funds be transferred to her bank account in Israel, copy of same is produced as Exhibit P-9;

41. 
Shortly thereafter, Olanoff decided to call F.C. Stone LLC where Newman had advised her funds were held in a segregated account, and was astonished to learn that no such account existed, and that Newman and Dover were unknown to F.C. Stone LLC;

42. 
F.C. Stone LLC requested that Olanoff fax a copy of her F.C. Stone statements of account for verification, whereupon F.C. Stone LLC advised Olanoff that the alleged statements of account (P-8) were forgeries, the letterhead used for same had not been used by F.C. Stone LLC for many years and that F.C. Stone LLC’s compliance department was immediately reporting the matter to the FBI.

43. 
On or about June 22, 2010, Olanoff received an email from the FBI advising that the statements received from Newman and Dover (P-8) were fraudulent and not generated by F.C. Stone LLC and to report the matter to the Montreal Police, which she so did, copy of the email is produced as Exhibit P-10;

44. 
As appears from the present Court record, on June 23, 2010 Olanoff instituted Petitions in Bankruptcy against Dover in the present Court record and against Newman in record number 500-11-039187-105, both Petitions were granted by this Court on July 12, 2010;

D. 
Claim for Recovery of Funds
45. 
Respondents are Dover investors that allegedly remitted funds to Dover for investing and trading in FX Transactions and who received funds from Dover’s BNS US Account in reimbursement of the principal of their investment and in payment of fictitious profits thereon;

46. 
Given that in Dover’s fictitious world no trades or investments were actually executed with any of the investor’s funds (other than for certain minor amounts on behalf of Feldman in 1995), all account statements received by Respondents and the other Dover investors bore no relation to reality.  As such the only verifiable transactions are the investors’ deposits into and withdrawals out of Dover’s BNS US Account (P-6);

47. 
Respondents are  Dover investors who allegedly received repayment from Dover of the principal of their invested funds and fictitious profits thereon, and which fictitious profits in reality consisted of other investors’/creditors’ funds provided to Dover for purpose of investment, Respondent being one of the “net winners” in the Ponzi scheme;

48. 
Petitioner seeks avoidance and repayments of the transfer of funds representing fictitious profits hereinafter described from Dover to Respondents, without limitation, for the following principal reasons:


i.  
No valid consideration exists for the transfer of these funds from Dover to Respondents;  


ii. 
The transfer of funds from Dover to the Respondents granted a preference to Respondents to those of other creditors of Dover and Dover was insolvent at the time of payment of the funds to Respondents, and same were deemed to be made with fraudulent intent as Dover was insolvent at the time same were made;


iii. 
The transfer of funds from Dover to the Respondents constitutes an unjust enrichment on the part of Respondents to the detriment and impoverishment of Dover and other creditors of Dover whose funds were illegally used for the purpose of making the said payments;

iv. 
The transfer of funds from Dover to Respondents hereinafter described are transfers of funds made from a fraudulent Ponzi scheme and are presumptively made with intent to defraud according to law, and as a Ponzi scheme by its very nature is, and as a matter of law is, insolvent from inception, and Dover as the perpetrator of the said Ponzi scheme is and was insolvent since its inception;
49.  
In accordance with the testimony of Newman, Respondent Ben Golshan invested the sum of $300,000.00 U.S. with Dover prior to 2003 and Respondent Ben Golshan instructed Newman and Dover to make the following payments and transfers of funds for his benefit, all of which represented fictitious profits made without consideration using funds which emanate from other investors and and which constitute fraudulent payments made to Respondents which unjustly enriched Respondents to the detriment of Dover and other creditors, to wit;


Date     
Amount (U.S.)

Recipient of Payment at Request





of Respondent


August 6, 2003 
$  30,000.00 U.S. 

Solieman Golshan Nezad

February 12, 2004 
$  99,000.00 U.S. 

Solieman Golshan Nezad


April 28, 2004 
$  65,000.00 U.S. 

Solieman Golshan Nezad

February 3, 2010 
$100,000.00 U.S. 

Elias Eshaghian


Prior 2004 
$  56,000.00 U.S. 

Unknown


The whole as appears from a statement of account prepared by the Trustee and extracts of the Debtor’s US bank Account, and copies of wire transfers, produced as Exhibit P-11, en liasse;
50. 
All payments aforesaid were made for the benefit of Respondent Ben Golshan in payment of fictitious profits on his behalf, and were made to the parties referred to at the request of Respondent Ben Golshan to Newman and Dover and Respondents are all solidarily responsible for repayment of same as herein provided.  The Trustee has been unable to find any evidence of the alleged investment made by Respondent Ben Golshan prior to 2004 and accordingly claims the sum of $294,000.00 U.S. representing payments made at the request and for the benefit of Respondent Ben Golshan for which no consideration exists and in the event that Respondent Ben Golshan is able to produce evidence of the alleged investment, your Trustee is prepared to grant credit for repayment of the capital received;

51. 
The present proceedings are instituted within one year of the date of Trustee’s appointment as Trustee herein and within one year of the date of discovery of the fraudulent Ponzi scheme referred to herein and the payments herein described;

52. 
By letter dated February 7, 2011, your Petitioner, through its undersigned attorneys, called upon Respondent to pay the sums claimed herein, but to date to no avail, copy of the demand letter is produced as Exhibit P-12;

 53. 
The present proceedings have been authorized by Resolution of the Inspectors of the bankruptcy of Dover, copy of which is produced as Exhibit P-13;

WHEREFORE PETITIONER PRAYS THAT BY JUDGMENT TO BE RENDERED HEREIN:

1.  
The payments described herein be declared to be fraudulent voidable payments made from a Ponzi scheme, without consideration and/or payments received by the Respondent by way of unjust enrichment and for which there is no valid justification for the enrichment of Respondent or the impoverishment of Dover and the creditors;
2. 
Respondents Ben Golshan and Solieman Golshan Nezad be condemned solidarily to pay the Petitioner the sum of $194,000.00 U.S. to be converted to Canadian funds at date of judgment, together with legal interest, indemnity and costs, both judicial and extrajudicial, and  including the costs of all expertise made necessary by the contestation hereof.
3. 
Respondents Ben Golshan and Elias Eshaghian be condemned solidarily to pay the Petitioner the sum of $194,000.00 U.S. to be converted to Canadian funds at date of judgment, together with legal interest, indemnity and costs, both judicial and extrajudicial, and  including the costs of all expertise made necessary by the contestation hereof.








MONTREAL, May 16th, 2011





(S) Stein & Stein Inc.




_______________________________





STEIN & STEIN INC.





Attorneys for Trustee/Petitioner

	A F F I D A V I T




I, the undersigned, BERNARD GOURDEAU, C.A., practicing my profession at 2, Place Alexis Nihon, District of Montreal, Province of Quebec, H3Z 3C2, solemnly declare:

1.
THAT I am a representative of the Petitioner in charge of the Bankruptcy of Dover Financial Corp.;

2.
THAT the facts alleged in the foregoing Petition are true and correct.







AND I HAVE SIGNED







(S) Bernard Gourdeau







_____________________________







BERNARD GOURDEAU, C.A.
Solemnly declared before me at Montreal

this 16th day of May, 2011

(S) Gregory Azancot (193200-4)
Commissioner for Oaths for the 

District of Montreal, Lawyer
	NOTICE OF PRESENTATION



TO:  
MR. BEN GOLSHAN

1204 Avenue J, 


Brooklyn, New York, 11230, USA

AND:
MR. SOLIEMAN GOLSHAN NEZAD

1204 Avenue J, 


Brooklyn, New York, 11230, USA

AND:
MR. ELIAS ESHAGHIAN

1204 Avenue J, 


Brooklyn, New York, 11230, USA
TAKE NOTE that the Petition to Recover Payments Fraudulently and Illegally Made Pursuant to a Fraudulent Ponzi Scheme, Payments Made Without Consideration and Undervalue and Payments Constituting Unjustified Enrichment (De In Rem Verso) will be presentable before one of the Judges of the Superior Court, District of Montreal, sitting in matters of Bankruptcy, or to one of the Registrars, in room 16.10 at 9:00 on July 5th, 2011, at the Montreal Court House, located at 1, Notre-Dame Street West, Montreal, Quebec, or as soon as counsel may be heard.

DO YOU GOVERN YOURSELVES ACCORDINGLY.







MONTREAL, May 16th, 2011







(S) Stein & Stein Inc.







STEIN & STEIN INC.








Attorneys for Trustee/Petitioner
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Solidary Respondents

__________________________________
	PETITIONER’S LIST OF EXHIBTS




Exhibit P-1: 
Copy of an Order of the High Court of Justice Chancery Division rendered by Mr. Justice Rattee dated October 14, 1993.
Exhibit P-2: 
Copy of Certificate of Incorporation and Prêt Nom/Trust Declaration for Dover Financial Corp.

Exhibit P-3: 
Copy of William (Perry) Newman’s business card.
Exhibit P-4: 
Copy of Scotiabank banking forms for Dover’s U.S. and Canadian accounts.

Exhibit P-5: 
Copy of website description of F.C. Stone LLC.
Exhibit P-6: 
Copy of a complete analysis of the Dover BNS US Account for the period July 2003 to date of bankruptcy of Dover as well as the bank statements for the said Account.

Exhibit P-7: 
Copy of a complete analysis of the Dover BNS Canadian Account for the period July 2003 to date of bankruptcy of Dover.

Exhibit P-8: 
Copies of fictitious forged F.C. Stone LLC statements.

Exhibit P-9: 
 Copy of email dated May 31, 2010 from Edith Olanoff to William (Perry) Newman.
Exhibit P-10: 
Copy of email dated June 22, 2010 from Brent E. Potter of the FBI to Edith Olanoff.

Exhibit P-11: 
Copy of statement prepared by RSM Richter Inc. of transfers and payments re. Dover Financial Corp. extracts of the Debtor’s US bank Account, and copies of wire transfers.
Exhibit P-12: 
Copy of demand letter from Stein & Stein Inc. dated February 7, 2011.

Exhibit P-13: 
Copy of Resolution of the Inspectors of the Bankruptcy of Dover Financial Corp.






MONTREAL, May 16th, 2011







(S) Stein & Stein Inc.







STEIN & STEIN INC.







Attorneys for Trustee/Petitioner
