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INDEZX
WITNESS: DIRECT CROES EEDIE BEECROSSE
Cory Jenking 10 43
Cory Jenkins 48 EQ
INDEX OF EXHTIBITS
GOVERNMENT 'S EXHIBIT MARKED RECETIVED
NO., DESCRIPTION
1 Videotape 12 13
2h rRental Agreement re Current
Residence 15 20
2B Rpplication LE 20
z2C Letter re Other Properties 16 20
3 Sales Agresment 21 28
4 Rental Agreement re Previous
PropertLy 28 30
5 Photo re Currency, Cash and .
Jewelry 30 31
& Photo of Cash and Negotiable
Ingtruments 31 31
7 Photo of Cash and Monetary
Instruments 32 32
g Phote of Weapons 32 32
5 Photo re Weapons and Inventory 33 34
190 Photo re Credentials re Research
Foundation 34 35
11 Photo re Badge re "Freedom from
Jusgtice" 36 36
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INDEX OF EXHIBITS

COVERNMENT 'S EXHTBIT MARKED
NOo. DESCRIPTION ‘
1z Photo re Badge re Commissioner

of Police, Honesdals,
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13 BElank Checks re Bahama Checking
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14 Fed Ex Shipping Sheet ‘ 38
1% Infcrmation Sheet re Safeguard

Security 40
16 Newspaper Article 41
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WEDNESDAY, JUNE 13, 2001, THOEBMNIX, ARIZONA
2:40 P.M.
* & *

TYR CLERK: CR 03-345, United States of america
wversus Carcol Rizzo and John Joseph Rizzo, on for detenticon
hearing and arraignment.

ME. GROVES: On behalf of the United States,
Edward Groves. Good afterncoon, your Honor.

T THETCQURTT - "Guod - aftternoon.

MR. ALLDREDGE: Gond afternoen, Judge. Bruce
nlldredge appearing and waiting for possible‘appointment
for Carol Rizzo.

THE CQURT: Thank you.

MR. RYAN: Good afternoon, your Heonor. Michael
Ryan pending appointment on behalf of John Rizzo.

THE CQURT: Very well.

Mr. Rizzo, you previously requested that counsel
be appointed, and I advised you that any appointment, 1if
made, would be conditionmal upon your reimbursing the
government for costs of representation and expenses. Do
vou wish to be appointed with that -- have counsel
appointed with that understanding?

DEFENDANT JOHN RIZZO: Yes, your HODor.

THE COURT: All right. It's ordered appointing

Michael Ryan -- Richard Ryan, eXcuss We, to represent you

UNITED STATES DISTRICT COURT
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in this case. Richard §. Ryan.

Ms. Alldredge -- it's been a long day.

MR. RYAN: Judge, it's Michael Ryan. pid you say
"Richard"?

THE COURT: No, I said -- you know, what 1 wrote
down I can't read.

First name 1is?

ME. RYAN: Michael =--

THE CQURT: Michael.

MR. RYAN: -- 5. Ryan, and the "S8" is important,
becausge there is other Michael Ryans who get my mail.

THE COURT: Okay. 8o I was right when I gaid
"Michael, " but that's not what I wrote down. Michael Ryan
i= appointed to represent Mr. Rizzo.

Mrs. Rizze, the same advice to you. Do you
understand, if I appoint counsel, it would be the
understanding that Mr. Alldredge would represent you, but
you would be reguired tc reimburse the government for
costs of representation?

DEFENDANT CARCL RLZZO: Yeg, Sir.

THE COURT: All right. Do you still wish to have
counsel appointed?

DEFENDANT CAROL RIZZO: I'm sorry?

THE COURT: Do you'want to have counsel appeointed

for you?

UNITED STATES DISTRICT COURT




B3/18/ 2884

i)
1l
12
13
14
15
16
17
18
18
20
21
22
23

24

25

Ad:43 FB35961326 BILL BEMSOM P&cGE BT

04/05/03 - USA w, Joha J. Rizza, at al.
Hearing ra Arraigmment & Daetention

Tastimony of Special Agent Cory Jenkine

DEFENDANT CARCOL RIZZC: Yas.

THE COURT: A1l right. It's ordered that Bruce
Alldredge is appointed to represent you, and these will be
vour attorneys in this case.

With respect to the arraignment procesdings,
which we will take up next, as to Mr. Rizzo, Mr. Ryan, has
the defendant received a copy of the indictment in the
case?

ME. RYAN: I just got it mysell, your Honor, and
T have not gone through it. I gusss he has.

TEE CCURT: 0Okay. B8So you'wve read over the
indictment, Mr. Rizzo?

DEFENDANT JOHN RIZZO: Yes, sir, I've read
through it, ves.

THE CCURT: Dkay  Do you want to read the
indictment before we proceed with the arralgnment?

MR. RYAN: I would waive the reading.

THE COURT: All right. Do you want to plead not
guilty, then, to the various counts?

MR. RYAN: Yee.

THE COURT: Those counts are, for Mr..Rizzo, as I
understand what's on the face of the indictment, Counts 1
and 2, which are conspiracy to defraud the Unitead States
Government and perjury before a Federal Grand Jury; Count

5, obstruction of justice; Counts 7, g8 and &, willful

UNITED STATES DISTRICT COURT
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failure to file an income tax return; Count 13 and 14,
aiding and assisting in the preparation of and
presentation of a false income tCax return.

Pleas of not guilty, then, will be entered for --
az T understand it, vou want not guilty pleas entered; 18
that correclt?

ME. RYAN: Yezg, your Honor.

THE COURT: All right. DPleas not guilty -- pleas
of net guilty will be entered as to Mr. John Rizzo.

1g that the defendant's trus name, John J. Rizzo,
Mr. Ryah?

MR. RYAN: Yes.

THE COURT: Okay. Pleas of not guilty will be
entered as to each count in which defendant John J. Rizzo
is charged,

With reépect to Carol A. Rizzo, Mr. Alldredge, is
that the defendant's true name?

DEFENDANT CARQOL RIZZO: Yez, 1t is

MR. ALLDREDGE: Yes, it is, your Honor.

THE CQURT: All right. Have you read over the
indictment also, Mrs. Rizzo?

ME. ALLDREDGE: She's read it, Judge, and we were
going over it ag we got called up here.

THE COURT: All right. Do you want to proceed

now, or do vou want te wait until you've completed your

UNITED STATES DISTRICT COURT
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review of the indictment?

MR . ALLDREDGE: We would like to proceed now,
Judgeh

THE CQURT: Very well. Do you want to waive the
reading of the indictment then?

ME. ALLDREDGE: We would waive the reading of the
indictment and enter a not guilty plea to each of the four
counts in which Ms. Carol A. Rizzo is named.

THE COURT: Very well. Pleas of not guilty will
be entered toe each of the ccunts in which defendant Carecl
A. Rizzo iz charged, and those are Count 1, conspiracy to
defraud the United States Government; and Counts 10, 11
and 12, willful failure to file an income tax retuxn,

Trial in this case is set on June 2rd of this
vear at %:00 o'clock in the morning, before Judge Roslyn
gilver in her courtroom on the sixth floor, courtrcoom &04.
Defendant will have 15 days -- defendants will each have
15 days to file pretrial motions.

Mr. Groves, is discovery going to be made
available con written request?

MR. GROVES: Yee, vour Homor. It will be made
availakle upon reguest.

THE CQURT: Very well.

211 right. So the next matter we take up iz the

marter of release or detention. The government, I gather,

UNITED STATES DISTRICT COURT
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ig still reguesting detention of thegse defendants?

ME. GROVES: That's correct, your Honor. We are
prepared to proceed today, if the Court i& inclined.

THE CQURT: Very well.

21l right. If you will have a seat then,
Mrs. Rizzo and Mr. Rizzo and counsgel, Mr. Groves will
presant what he has for the Court.

'MR. GROVES: Yes, your Homor. The government
would call Special Agent Cory Jenkins to the gtand.

THE COURT: Would you come forward and be sworn,
please, Special Agent Jenkins.

THE CLERK: Please raise your right hand.

CORY JENKINGS,

called as a witness herein, having been first duly sworn
by the clerk, was examined and testified as follows:

THE CLERK: Okay. I'll need your full name.

THE WITNESS: First name 1s Cory, C-o-r-y.

THE CLERK: Okéy.
TEE WITNESS: I.ast name ig Jenkins,
J-e-n-k-i-0n-8.
THE CLERK: Okay. Have a seat in the witness
chaix, please.
DIRECT EXAMINATION
BY MR. GROVES:

Q. Would you please state for the record Yyour gurrent

UNITED STATES DISTRICT COURT

PAGE 18
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occupation?

A. Currently I am a special agent with the IRS Criminal

Tnvestigations unit in Phoenix?

Q. How long have you been so employed?

A. Tt will be three years in June.

Q. Did vou participate last Thursday, April 3rd, in a

search warrant that was conducted on a residence located
at 8300 Eagt Dixileta Drive in Spottedale, Arizona?
A. Yez, I did.
Q. During the course of that search warrant, were items
seized pursuant to that search warrant?
A. Yas, they were.
Q. okay. Have you brought with you certain
dpocumentation that pertains to some of thoge itemsg that
were selzed?
A Yes, I have.

MR. GROVES: Okay. Your Honor, may 1 appreoach
the witnesgse?

THE CQURT: You may.
0. BY ME. GROVES: I'wve handed you & folder that
centaing a number of exhibits. Are they the ones you just
referred to?
A. Yeg, they are.
Q. Now, those exhibits that are in front of you, are

they marked 1 through 167

UNITED STATES DISTRICT COURT
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A, Yeg, they are.

0. Now, do all of them pertain to the search warrant,

or do some of them pertain to the segrch warrant?

A Not all of them pertain to the search warrant.

Q. 211 right. Could you pleasge tall us the numbers of

rhogse that do pertain to the search warrant that was
conducted last week?
A. May I leook at my notes for that?

Q, If vou would prefer, or take a look at the exhibits

themselves, and pull them out of the envelope, so we Can

proceed.

A. Okay. Exhibits 3 through 13 were obtained at the
search warrant.

Q. Okay. Now beginning with that folder, which
actually is in front of you, that is a videotape which is
markad as Government's Exhibit Number 1. Was that
obtained pursuant teo a separate search warrant?

A Yes, 1t was.

Q. and could vou tell us by looking -- actually, please
identify the tape, if you would, that's in front of you.
L. Thiz video was seized pursuant to a ssarch warrant
on February 28th, 2001, at the residence of David
Struckman.

Q. Okay. Was that part of a larger investigation

invelving Gleobal Prosperity?

UNITED STATHES DISTRICT CCURT
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A Yas, 1t was.

Q. And on that tape, does that tape contain a
presentatiocon by the defandant, John J. Rizzo?

Al Yeg, it does.

MR. GROVE28: Your EHonor, I would oifer
Government 's Exhibit Number 1 at this time, and ask that a
portion of that tape be played fer the Court at thig time.

THE CQURT: Any ocbjection?

MR. ALLDREDGE: I have no objecticn.

MR. RYAN: Well, not knowing what it is vyet, I
guess I don't, Judge.

THE COURT: Very well.

Mr. Alldredge.

ME. ALLDREDGE: No, Judge.

THE COURT: Very well. The Court will permit the

exhibit to be received for such selected portions as are

yelevant to This proceeding.’

MR. GROVES: Thank you, your Honor. I intend not
zc bore the Cburt, T know it's a long tape, but I only
plan to play maybe five minutes of 1t at the most.

THE COURT: Very well.

MR. GROVES: Otherwise I'll submit it for review
by the Court as nscessary.

THE COURT: Very well.

{(Whereupon a videotape was plaved.)

UNITED STATES DISTRICT COURT
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ME. GROVES: I'm sorzry, your Honor, I fast-
forwarded.

MR. ALLDREDGE: Te the volume control --

(Whereupon a videctape was played.}

MR . GROVES: TYour Honor, at this point I would
gtop the tape. There is a second portion that's gueued up
that would take maybe another 30 seconds, and then I'll
finish with this exhikit, if I might approach the witness,
who has the gueued-up second tapé.

THE COURT: Very well.

(Whereupon a videotape was played.)

'MR. GROVES: I'm sorry, your Homor, we lost
the --

THE COURT: Right. We're trying to find it.

(Whereupon & videotape was played.)

ME. GROVES: Unless the Court wishes to gd
further, I'm prepared to stop at this point.

THE COUERT: That's fine. steop.

MR. CGROVEZ: Your Honor, with respect to the
exhibits that we have for today, I know the Court's
scheduling may be an issue, but I do wish to have encugh
time just to move real gquickly through some of these
exhibite, so the Court can review them with respect to the
detention issue.

THE COURT: Very well. How long do you think

UNITED STATES DISTRICT COURT
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that's going to take?
MR. GROVES: Fifteen minutes at the most.
THE COURT: Okay. Go ahead.
MRE. GROVES: Thank you.
Q. Special Agent Jenkinsz, would vou please take a look
at Exhibit Number 2.
could you please identify that document?
A, This is a residential rental agreement LoT the
rasidence that Mr. and Mizzo -- Mr. and Mrs. Rizzo ares
currently residing in.
0. Is this a rental agreement for the residence that

the search warrant was axecuted on?

B, "That's correct.

Q. Now this is a rental agreement, is it not?

AL That is correct.

Q. and this was obtained from where, what source?

AL This was recelved from a company called Almost Home,
which iz a property rental finder company . 1f you want to

find property to renkt, You give them basically what you're
looking for, and they will find property that meets your
criteria.

Q. ave there documents marked 23, B and C that are
contained within that exhibit?

Al Yeg, Lhere are.

C. an these all pertain to the current residence of the

UNITED STATES DISTRICT COURT
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Rizzoa?
A. That 1& correct.

ME. GROVES: Your Honor, I would offer Exhibits

2A. B and C at this time.

ME. RYAN: Judge, I'm going to object until I
understand how this relates to the factors that a Court is
supposed to weigh in determining the issue of detention or
ralease.

THE COURT: Do you want to address the relevance
of the exhibits?

ME. GROVES: Yes, your Honor. As has been
discussed previously, the concern the government has 18
that the Riz=zos are a zevere risk of flight. We're
Talking aﬁout a multimillion-dellax scheme to defraud the
United States Government over a numbper of vears. If vou
rake the defendant's own words, it cost the government
over 70,000,000,

In terms of what is known by the government, the
government has bank accounts. Information shows, from
this program, that a minimum of %900,000 went into their
bank account from this program, at a minimum. That's only
touching the surface. |

| With respect to thelr lifestyle, which ig an
isgue in terms of risk of flight, the rental agreement

shows that they don't have roots in the compunity. They

UNITED STATES DISTRICT COURT
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rant a home for 54,500 a2 month.

on the rental agreement, which ig included within
2A, 2B and C, it has thelr own application and information
they provided, in order to obtain the home. One of the
decuments, 2C, contains a lettex which is in reference --
this is from their real estate agent, which indicates that
they supposedly own three homeg:; one in California, one in
Vegas, and one in the Bahamazs. None show on credit due (o
being in a trust in their business name.

Now, yesterday, your Honor 15 aware that the
defense denied having any propexty in the Bahamas. Among
the search warrant items -- and what we had menticned
before ig they have a property in the Bahamas, and they
have access to a great deal of money; Az a result of the
home in the Bahamas and the foreign bank account in the
Bahamag, of which they do net need a passport to get to,
to which we have detailed transportation informaﬁion from
air flights back and forth from the Bahamas by koth
kizzos, to and from the Bahamas on & regular basis, where
we know they have a foreign bank account in which two

vears ago, $300,000 was seized at a Fed Ex facility that

was headed to their bank account in the Bahamas.

The Bahamas, for these charges, your Honer, would |-
not extradite, if they fled to the Bahamas. For tax-

related offenses, the Bahamian government would not

UNITED STATES DISTRICT COURT
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extradite them back. All they have to do iz -- they need
ne passport. Once they leave thisg courtreoecm, they can get

on a plane, go to the Bahamas where they have a home,
which they denied, which we intend to prove to you that
they have and offer evidence to that effect.

They have no roots here. The property that
they've had -- in fact, to Pretrizl Services they'wve been
lving here, as the Court has been aware, oOVer the last
couple days. John Rizzo said he had no property
whatsoever, and then Carol Rizzo Says "oh, by the way., we
have $65,000 worth of vehiclez."

Well, in addition, the agents seized jewelry and
cash, as I mentioned before. Ovar 512,000 in cash and
negotiable instruments Irom the home were seized during
the search warrant. Nine weapons were seized. Body armor
was gseized. Computer information that they were searching
on private information regarding myself and the special
agents. The bank account information in the Bahamas that
I previocusly mentioned. He =ays in his applicaticn he
makes $25,000 a month from this enterprige, which is
contrary to what he tola pretrial services.

Alae from the search warrant we gseized, bhesides
the weapons and the ammunitiorn that was seized, various
identificatione that did not belong to them, one of which

belonged to a Commissioner 0of a town in Pennsylvania,

UNITED STATES DISTRICT COURT
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Homestead, Pennsylvania, which the witness is prepared to
~ffer te yvou through the exhibits that are presented here
and are copied for the defense attorneys to have. It was
a steolen badge, but very authentic, whieh was in his
poszession. That was stolaen out of -- and we spoke today
+o the Commigsioner who was the owner of that, who wag the
Commigaioner at that time in 1282 when it wasg stolen out
of hisg locker, and it was, surbrise, surprise, found iﬁ
the Rizzos' home, along with the weapons and ammunition
and property. One of the agents hasg egtimated that the
jewelry that was found is worth approximately $100,000 in
diamonds and jewelry.

These defendants are net paupers. They have
substantial means to flee the country. They have the
property outside the country to go te, even though they
denied it to you yvesterday, and scoffed at it. In fact,
they scoffed before, on Thursday, in front of Magistrate
Duncan, when‘we mentioned that the nine weapons had been
seized. To believe these defendants in terms of anything
they told Pretrial Services_is a Serious &Irror.

with respect to the presentation by the
government, the government wishes to give thé Court as
much as possible, so that the Court has everything it
needs to make a fair and reasoned deciszion with respect to

theze defendants returning hera for trial, which includes

UNITED STATES DISTRICT COURT
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1

1| Homestead, Pennsylvania, which the witness 1is praparéd to
2| offer to you through the exhibits that are presented here
3|l and are copied for the defense attorneys to have. It was
41 a sgtolen badge, but very‘authentic, which was in his
5 posséssion. That was stélen put of -- and we spoke today
6l to the Commissioner who was the owner of that, who was the
71l commissioner at that time in 1982 when it was stolen out
all of his locker, and it was, surprise, surprise, found iﬁ

gl the Rizzos' home, along with the weapons and ammunition
10| and property. One of the agents has estimated that the
11{ jewelry that was found is worth approximately 5100,000 in
12| diameonds and jewelry.

13 Theze defendants are not paupers. They have

141 substantial means to flee the country. They have the

15| property outside the country to go to, even though they
16| denied it te you yesterday, and scoffed at it. In fact,
17{ they scoffed before, on Thursday, in front of Magistrate
18|l Duncan, when we mentioned that the nine weapons had been
19| seigzed. To believe these defendants in terms of anything
20| they told Pretrial Services is a serious error.

21 With respect to the presentation by the

22| government, the government wishes to give the Court as

23| much as possible, so that the Court has everything it

24| needs to make a fair and reasoned decision with respect to

25|l thesge defendants returning here for trial, whickh includes
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1| a charge of perjury in front of the Grand Jury, in which
5| the defendant, John Rizzo, appeared veluntarily, after he
3| knew he was a target, and tried to lie his way out of an
all indictment. Now there is probable cause, found by a Grand
5| Jury seated here in the District of Arizona, that he
6|l committed perjury and attempted to commit obstruction of
71 justice during the course of this investigation.
8 THE COURT: Well, we're dealing with Exhibit 24,
9l B and C¢. To the extent there is an objection to 2R, B and
100 €, it's overruled.
11| Q. BEY MR. GROVES: Special Agent Jenkins, with respect
121l to 22, deoes it indicate on there what they were to pay
12| each month for the current residence?
14| &. Yeg, it does.
15 Q. And what is that amount?
16| A. $4500 a month.
17| @. And when does the lease expire?
18| A. The leace expires -- the lease expires on May 31st
19| aof 2003.
200 Q. "And that is this vyear?
21 A. That is correct.
22 ©. Okay. I turn your attention to 2B, and on that
23|l zpplication deoes it indicate, in the box where it liats
24| employer for John Rizzo, what his employment was?
2541 A. Yez, it does.

UNITED STATES DISTRICT COURT
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What is it?
Millennium Publishing.
Does it state by him what his monthly income 1is?

$25,000 a month.

Lo T 6 T S &

and deoes it provide an address of 8212 East Pinnacle
Peak road?

A Yez, it deoesz.

0. and is that not, from your informaticon, a Mailboxes,

Etc. addrese located here in the Valley?

A, I do not persgonally know that, no.
Q. Okay. But that is not the residence that's listed
on the rental application for the current -- for the

current home, iz 1t not?

A. No, it is not.

Q. Okay. Nexit, turn your attention to Exhibit Number
3. As you previocusly stated, Exhibits 3 through 13 were
all s=eized -- are items that are copies of items that were

seized during the course of the search warrant; ie that

correct?
A, That is correct.
Q. Okay. Would you turn your attention to item 3

first, then.
Could vou identify that document?
A. This document is a sales agreement between Yank

Ferry (phonetic) and John Rizzo and Carcl Riz=zo.

UNITED STATES DISTRICT COURT
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Q. And what ig the date of that sales agreement?
A, 22nd day of June of the year 2000.
Q. Was this found in the Rizzos' current residence

during the course of the search warrant that you
mentioned?
A Yes, 1t was.

ME. GROVES: Your Henor, T would offer Exhibit
Number 3 at this time.

THE COQURT: Any objection to the coifer,

Mr. Alldredge?

MR. ALLDREDGE: Judge, T guess I'm going to
okject to Number 3 on the groundse that I don't know if the
government's provided any kind of indicaticn that this
purported sales agreement for this property in the Bahamas
actually went through, that it was a consummated gale
that's recorded in the recorxds abstract in the Bahamas.

Q. BY MR. GROVES: Special Agent Jenkins, during the
course of your investigation have you had conversations
with agents who have been provided information from
witrnesses to the effect of whether the Rizzos actually
have a resgidence in the Bahamas?

A. Yez, I have.

Q. Okay. 2nd to your knowledge, when was the last time
approximately that the Rizzos were in the Bahamas at this

homea?

UNITED STATES DISTRICT COURT
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A. T believe it was in March of this year.

Q. Okay. And do you also have information, aside from
these exhibits, that pertains to alrline information that
shows travel to and from the Bahamas by the Rizzos?

A Yas, I do.

Q. Okay. And approximately how many f£lights have been
taken by the Rizzos during the time period that you hawve
reviewed?

A. The information we have shows that there were five
trips, documented trips to the Bahamas within the last
vear.

Q. Okay. &nd were they of a -- are they the day or two
variety, or longer?

AL No, they were -- from the informaticn that we had,

one wasg a long as six weeks, and as short as, I helieve,

three weeks.
0. Okavy . Do you have information from a witness as to
what the reason was that John Rizzo last went to the

BEahamas?

A Yes.
Q. And what was that reasgon?
A To fix the roof cn the house from some damage.

THE COURT: We're talking about "the house.”
What house are we talking about, or what are you referring

to?

UNITED ETATES DISTRICT COURT
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THE WITNESS: I understand it to be this house.

THE COURT: Well, what do you base that on?

THE WITNESS: Information and discussions with
other agsnts.

THE COURT: In terms of property description or
location, or how is it identifiied as their house?

THE WITNESE: In this document?

THE COURT: Well, ves, in this document, and in
the conversations with the Dther agents?

THE WITNESS: There is a property description in
this document. I do not have any direct knowledge of the
praperty descriptidn in the recent trips, of if those
trips were Lo the same hpuse ag this.

THE COQURT: Weall, that's what I'm trying to get
at. How do you know it's the same house?

THE WITNESS: I do not, your Honoxr.

MR. GROVES: Your Honor, when this was brcught up
yesterday in couri, the defendant, John Rizzo, denied that
thig -- ag a matter of fact, he said that this had somshow
fallen through, the sale to Yank Ferry.

THE COQURT: Right, because there is a completion
date that's listed here of 2001, I think, andlthere was
$200,000 owed.

MR. GROVES: UTh-huh.

THE COURT: &Aas I'm just quickly going through it,

UNITED S8TATES DISTRICT COURT
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it appears that there is -- no, there was a $200,000
deposit, and then the purchase price was $420,000, with a
completicn date on or before the lst of March, 2001. I
don't know whether that wazs completed or not.

ME. GEROVES: T'm gorry. By way of proffer, your
Honor, and if need be, by additional witnesses, the
government can tell you that we have at least two
witneases that know the Rizzeos personally, that know that
they have the home there, that have either been to the
home that is theirs in the Bahamas, or have direct
knowledge of that, by way of proffer.

THE COURT: And I'm trying to identify how we
know that it's this property that you're talking about.
Q. BY MR. GROVES: Wag this found among -- where was

this found during the search warrant of the Rizzos home?

-A. May 1 review my notes?
0. If it will help refresh your recollection.
. actually, I do not know where this was found, other

than it was in the Rizzo residence.
Q. Okay. And that was from the search warrant that
occurred last Thursday?
AL That iz correct.
Q. Okavy.
THE COURT: Just to try and save some time, which

I'm afraid we're not going to save, but anyhow, "43K" is

UNITED STATES DISTRICT COURT
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identified in the description as the parcel or lot of
land, and I don't know -- 1f agents were there, I don't
know how they described the propexrty, or if they were in
the property, how they would describe it as being
gsomething that would be identifiable with 43X.

MRE. GROVES: I'm sorry, Judge; what were vou
referring to?

THE CQURT: Page 4 of Exhibit 2, there is -- at
the bottom paragraph the description talks about "house
number 43K." My gquestion is is there something
identifiable with 43K that relates to what the agents say
ig the location of the property that they went to, or that
which they believe to be Mr. or Mrs. Rizzo's?

MR . GRDVES:l I'm sorry, your Honor. I hope I
didn't misepeak, but we did not say the agents have been
to the residence there.

THE CQURT: Well, who was there then?

ME. GROVES: The agents -- by way of proffer,
there are two witnesses that the gﬁvernment has spoken to
who have, and have direct knowledge of --

THE CQURT: Right. Then the witnesses, how do
they identify‘this in a way that would allow me to
conclude that that's the same piece of property that's
described here?

MR. GROVES: The only way, your Honor, that I'm

UNITED STATES DISTRICT COURT
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aware of at this point would be that they have a residence

that =-- they

gaid they have a residence. I don't have

anything more specifie other than this was the property

deed that was found in the home during the search warrant

that would then connect the two. We do have other

admissione from the Rizzos, by way cf affidavit that they

had submitted to the government, that they were sending,

for example,

*he Bahamas.

the monies to their foreign bank account in

2g far ase the property's concerned, it's

linked by witnesses who have either been there, or are

aware of the

property through the Rizzog' own admissionsg,

but not specifically, vou know, other than finding this

property deed that ties it.

THR
information,

houge was.

COURT: Well, if the witnesses provided

somebody must have asked them where this

211 I'm asgking vou is if they asked them that,

what did they say?

MR. QROVES: That I cannect provide the Court
right at this moment, your Homer. I don't have that
answer.

THE CQURT: 0Okay. Do you want to go ahead?

Was there other objections to this?

MR. ALLDREDGE: No, wvour Honoxr.

THE COURT: Mr. Ryan, did yveou have an objection
to this?

UNITED STATES DISTRICT COURT
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ME. RYAN: I believe Mr. Alldredge -- exXcuszse mg&,
Judge, I'm getting hung up on the wires there --
succinctly stated the cbjection, so I'll join him.

MR. GROVES: OQur only argument, your Honor, would
be that these are all items that the agent can lay =&
foundation for that was geized during the search warrant,
3 through 12, so that any objection weuld not be to --
would ke not foundatienal, it would be one of relevance.

I think that would be the only okjection.

THE COURT: Well, that's exactly what I'm
concerned with.

ME. CGROVES: OXkayv.

THE COURT: I'll overrule the objection. I don't
think the government has yet established that this
property is currently owned by the Rizzos, but certainly
there is an indication that they did have an interest in
property at one time and an interest in having preoperty in
the Bahamasg, and so for that purpose, the Court would
admit it.

MR. GROVES: Thank vou, vour Honor.

With respect to Exhibits 4 through 13, which are
all from the same ssarch wazrrant, would the Court wish me
to attempt to move them in individually, or collectively,
since they are --

THE COURT: Well, vou know, il they are pretty

UNITED STATES DISTRICT COURT
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much identifiable, yvou know, by reading them, as to what
they are, yéu can move them all in, and the defendants can

make their objections, if they wigh, but I don't know if

they are all -- 1f it's self-evident on all of them what
they are.
Q. BY MR. GROVES: Okavy. Epecial Agent Jenkins,

Exhibit Number 4, can you briefly describe that to the
Court and tell us what it is?

A Exhibit Number 4 is a residential rental agreement
for a property that wag previously rented by the Rizzos.
Q. And was this rented prior to the current rental
residence?

A. Thatt iz correct, ves.

2. Okay. BAnd what wag the amount of money that they

paid to rent that residence?

A. 53,200.
Q. Per month?
A, That is correct, ves.

ME. GROVES: Your Henor, I would offer Exhibit
Number 4 at this time.

THE COURT: Dc vou have the same objections as Lo
relevancy?

MR. ALLDREDGE: Yes, ycuf Honor; relevancy.

THE COURT: &Same for you, Mr. Ryan?

ME. RYAN: Yesg, your Honor.

UNITED STATES DISTRICT COURT
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THE COURT: The objection iz overruled; Exhibit 4
will be received.
Q. BEY MR. GROVES: Special Agent Jenkins, I turn your
attention now to Exhibit Number 5, which appears to be a
rhotograph. Can you describe what that photograph
depicts?
B. During the search warrant, when the agents had fixst
approached Mr. Rizzo, he had told them that there was
currency cor meoney in his pants pockets that were on the
flecor of his bedrcocom. The currency in this photc was the
money that was found in his bedroom, and it is $1,051,
along with credit carde. The jewelry in the photo was
actually on Mr. Rizzo's person at the time.

Q.. . _And_what was the total amount of cash?

A. It was $1,0651.

ME. GROVES: Your Heneor, I weould offer in
Government 's Exhibit 5 at this time.

THE COURT: For what purpose?

MR. GROVES: Your Honor, this goes to the same
issue of risk of flight, and means to -- |

THE COURT: Well, you've got the thousand deollars
now, or the government does.

MR. CGROVEZ: But that's only, your Honor, as
we're arguing, the tip of the iceberg.

THE COURT: Well, same objection from the

UNITED STATES DISTRICT COURT
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defendants? Unless there are other cbhjections.

MR. ALLDREDGE: Yas, wvour Honor.

THE CQURT: Relevance; is that correct?

MR . ALLDREEDGE: Yes, your Honor.

THE COURT: Mr. Rvan, anvihing else?

ME. RYAN: Ne. |

THE COURT: 2ll right. The objection is
overruled; it goes to the weight of the evidence.

Q. BY MR. GROVES: I would ask you next to turn to
Government 's Exhibit Number 6, which is also a photograph.
could vou briefly describe what that photograph depicts?
L. This photograph shows the currency as well as
negotiable instruments that were found in Mrs. Rizzo's
purge at the time of the search warrant. It contained
51,354.

THE COURT: Same objections, Mr. Ryan and
Mr. Alldredge?

MR. ALLDREDGE: Ye=s, vour Honor.

MR. RYAN: Yas.

THE COURT: All right.

ME. RYAN: In fact, I've looked at most of the
exhibits, vyour Honor, and I don't see how most of them are
yelevant, so I would just have a standing objection to
thiz whole --

THE COURT: Very well. 2As to Exhibit 6, the

UNITED STATES DISTRICT COURT
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objections are overruled. Again, it goes to the weight of
the evidence.

Seven.
Q. BEY MR. GROVES: Seven. Would vyou please briefly
degcribe 77
L. Number 7 is cash and monetary insgtruments that were
found in a white anvelope in the TV room of the Rizzos'
home. S1,350 in cash was found, as well as $7,075 in
cashier's checks and money orders and checks that were
made payvable to the Rizzos.

MR. GROVES: Your Heonor, I would offer
Government 's Exhibit Number 7 at this time.

THE COURT: The obijecticons are overruled again;
the exhibit is admittaed.
Q. BY MR. GROVES: I would ask you to take a lock at
Government's Exhibit Number 8, which appears to be a
photograph. Could you please describe what is contained
in that photograph-v
A The itemz in Number 8 are nine weapons that were
gecured at the resgsidence by agents.

MRE. GROVES: Your Honor, I would foer
Government's Exhibit Number &8 at this time.

THE COURT: The objections are overruled, again,
on the greounds of relevancy, and it would be something for

the Court teo take into consideration, if there were

UNITED STATES DISTRICT COURT
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release conditions that would -- that might he set in this
case. i
Q. BY MR. GROVES: I would ask the witness to take a

look at Government's Exhibit Number %, which also appears
to be a photograph, and an inventory that's attached to

that exhibit. <¢Could yvou please describe what appears in

that photograph?

A In that photograph there are nine weapons. It is
the same weapones that are in Exhibit Numbex 8. There is a
Colt Defender, .45 caliber; a Lorcin .3B0 automatic

handgun; a Smith & Wesson Model 36 handgun; a Remmington
pistol, a feour-shot pistol; a Harringten & Richardson
model 5C¢, 20-inch shotgun; a Mossberg 5004 12-gauge
ghotgun; a Ruger Mini-14, model 22 -- oxr not "model," I'm
sorry; a Savage model 110; and a Ruger Model P853.

Along with these weapons there was ammunition
that wag found for each of the weapons; for the (380 auto;
.38 gpecial. There were nine millimeter, .45 caliber, 12-
gauge shells, as well az several loaded magazines found
around the weapons, including a high-capacity magazine
that was full of .223 bullets that would fit the Mini-14
weapoll.

Alzo in that pieture, on the right-hand side, 1f

yvou can see the white on top of that box, that is body

armor .

UNITED STATES DISTRICT COURT
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1 THE COURT: Has any estimate been made as to the

2 value of these guns --

2 THE WITNESS: No.
4 THE COURT: -- or firearmsa?
5 MR. GROVES: Your Honor, I would offer

5| Government's Exhibit Number %2 at this time.

7 THE COURT: It will‘be received for the same

gl limited purpose previcusly indicated.

9| <. BY MR. GROVES: Special Agent Jenkins, will you take
10l 2 look at what has been marked as Government's Exhibit

11| Number 10 and would vou please identify that exhibit?

12 &. Exhibit Number 10 are credentials under the name of
13| John Rizzo that's states, "Special Agent, CEficial

14 Identification. The individual identified here is duly
15| authorized as a Special Agent for The Research

16| Foundation," as well as a badge contained with that.

174 Q. Do you have this actual badge here with you in

18 court?

194 A. Yes, the actual bkadge is in the courtroom.

201 ©. Okay. 2And where is 1t?

21| A. Tt igs with Special Agent Carver.

22 MR. GROVES: May I approach the witness, your

23 Honor?
24 THE COURT: Yes.

25 Q. BY MR. GROVES: So for purposes of this hearing,

UNITED STATES DISTRICT COURT
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what is contained in Exhibit Number 1¢ is =sctually a
photograph, but you have in front of you the actual
identification?

A Yes, I do.

MR. GROVES: Okay. Your Henor, I would offer
Gevernment's Exhibit Number 10 at this time, and i1f the
Court or counsel wants to look at the actual exhibit, it's
avallable to the Court.

THE COURT: What's the purpeose of this exhibit?

MR. GROVES: Exhibits number 10, 11 and 12, vyour
Honor, also show danger to the community and risk of
flight. They show identifications th&t the defendant had
in his possession, along with weapons that he had in his
possessgion, so that he, you know, not only would be a
greater threat to the community, but alsoc a greater --
have greater ability to Llee, having‘possassion or the
means to have possession of identifications that either
appear to be genuine, or in the fact of -- which we'll get
£® -- Exhibit Number 12, which is an actual badge, a real
badge that was stolen in 1282, which we'll get to in a
minute.

THE COURT: A4All right. I'1ll overrule the
objections, again, for the limited purpose of congidering
vrelease conditiong, if the Court does set release

conditions.
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Q. BY MR. GROVES: Would you please take a lcok at
Government 's Exhibit Number 11. Could you briefly
describe what that exhibit is?

B Thig is a badge or official badge for John Rizzo,
stating "Speclal Agent, Freedom From Justice."

Q. Do you have that actual exhibit here in court?

A. Yes, I do.

MR. GROVES: Your Honor, I would offer
Government 's Exhibit Numbexr 11, and offer to the Court the
actual exhibit, which is in court.

THE COURT: The objections are overruled, again,
for the limited purpese that the Court‘previously
indicated for the other badge exhibit.

Q. BY MR, GROVES: Would the witness please take a look
at wnat has been marked as Government's Exhibit Number 12.
Could you identify that exhibit?

A. This iz 2 police badge for the Commissioner of
Police in Honesdale, Pennsylvania.

Q. And Exhibit Number 12, I take it, is a photograph of
that badge?

A veg, it is.

Q. But you have in Couxt, for the Court's inspection,
the actual badge that was seized at the Rizzos' home?

A Yes, I do.

MER. GROVES: Your Heonor, I would offer

UNTITED STATES DISTRICT COURT




B3/18/ 2884

10

11

12

13

14

15

1lé

171

18

19

20

21

22

23

24

25

ad: 32 FB35961326 BILL BEMSOM PA&cGE B4

04/00/03 - TUSA v, Jobm J. Rizze, at al.

37

Hanring re Arraigomant & Detentipn
Testimeny of Speelal hgent Cory Jepkins

Government's Exhibit Number 12 at this time.

THE COURT: The cobjections are overruled; this
exhibit will be received.
Q.  BY MR. GROVES: With respect to Exhibit Number 12,
did vou have occasion teo have a conversation with the
actual owner of this badge teodav?
A, Yes, I did.
Q. And could you briefly tell the Court the nature of
and the substance of that conversation?
A. Today I spoke with a Mr. Harold Whipple (phonetic),
who was the last Commigszioner of Police for Honesdale,
Pennsylvania. FKis term ended there in 1982. Right before
hieg term ended, his police badge was stolen. We gcanned
in a copy of this and sent it to him, and he =said that
without a doubt, that wags his badge that was stolen.

THE COURT: Thank you.
Q. BY MR. GROVES: Was he agked whether or not he knew
a John Rizzao?
AL Yes. He did not know Mr. Rizzo.

THE COURT: And Exhibit 13.
Q. BEY MR. GROVES: I next ask the witness to take a
look at Covernment's Exhibit Number 13. Could you please
briefly tell the Court what is Exhibit Number 137
A. Number 13 are blank checks that were taken from a

checkbook out of a checking account that is located in the
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Bahamasg.

Q. And this was seized during the search warrant?

A. That is correct.

Q. And I take it this also contained a checkbook with

what appearg to be a balance in that account on the last
page of that exhibit?
A. That is correct.
0. and what is the balance that's actually listed omn
thig particular account?
F The balance appears to be $33,375.

MR. GROVES: Your Honor, I would offer
Covernment 'e Exhibit Number 13 at this time.

THE COURT: The same ocbjections are overruled.
Q. BY MR. GROVES: And where is that foreign bank
account located?
A. The bhank account is located in the Bahamas at CIBC
Bahamas, Limited, in Nassau, Bahamas.
Q. Okay. Next I would ask the witness to take a look
at Government's Exhibit Number 14. Would you please
briefly describe for the Court what that Exhibit is7?
A, This is a Fed Ex shipping sheet that was obtained by
the U.S. Customs Service in regards to a package that was
sent by Mrs. Rizzo, attempting to send deocuments, or ag it
atated, "business documents," to this Bahamas. The

package was copened by Customs and over §300,000 in

UNITED STATES DISTRICT COURT
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financial documents or in negetiable instruments were
found in that package.
Q. and on that Fed Ex form, at the wvery bottom of that
form whexre it saye "business documents," at the bottom

there ig a box that savs "Total Value for Customs."
A It =2ays =Zero.

MR, GROVES: Okay. Your Honor, I would offer
Government's Exhibit Number 14 at this time.

THE COURT: You‘said vTotal Value for Customs" is
Zero?

MR. GROVES: That's correct, your Henor. In the
bottom corner it's -~

THE WITNESS: It's actually right in the middle
of the document, on the wvery bottom. Right under where
there iz a2 "1.00.7

THE COURT: Ch, okay.
Q. BY MR. GROVES: &and is it your knowledge that in
fact over $300,000 was found to be contained in that
envelope?
AL Yes, that is my knowledge.

ME. GRCVES: Your Henor, I would offer
Covernment ‘s Exhibit Number 14 at this time.

THE COURT: Exhibit 14.

When was Customs -- when did Customs obtain this?

THE WITNESS: This package was sent, I believe,

UNITED STATES DISTRICT COURT
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in January of 2001.

MR. GROVES: That's correct, your Honor.

THE COURT: The objections are overruled; the
Exhibit will ke receiwved, Exhibkit 14.
Q. BY MR. GSROVES: Special Agent Jenkines, I would ask
you next to take a lock at Government's Exhibit 15. Could

yvou describe for the Court what Government's Exhibit 15

A This is an information shest that was prévided to
the Safeguard Security Residential Gate, which is the gate
to their ccommunity that they live in.

Q. Thig isg the current residence that they now rent for
24500 a month?

A, That is correct.

0. Okay. And the name that's listed on this that was

provided by the Rizzos, what is that name?

A, Lasgt name Rizzo-Wix, first name John, with a spouse,
Caral.
0. And alsoc on that form does it not also contain who

had access to the home, which was a gated community?
A Yes, it does.

ME. GROVES: Your Honor, I weould cifer
Government 's Exhibit Number 15.

THE COURT: What's the purpose of this exhibit

again?

UNITED STATES DISTRICT COURT
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MR. GROVES: It shows that the Rizzos used a
different name. They rented a home, they don't own
property, and yet they used a false pame for the current
regidence, which would make it impessibie for law
enforcement to find them.

THE COURT: You mean the hyphenated name?

ME. GROVES: Yes, your Honor.

THE COURT: Do you know if the name "Nix" is
identifiable or was previously identifiable with either
John or Carol?

MR. GROVES: No, your Honor, they have not used
that hyphenated alias anywhere that --

THE COURT: I'm just asking about the name Nix,
just that part of it.

ME. GROVES: The only Nix would ke the daughter,
Leslie Nix, or step-daughtexr, Leslie Nix.

THE COURT: Okay.

ME . GCROVES: But to use, you know, the first name
John, wife Carol, and last name Rizzo-Nix is incorrect.

THE COURT: Well, I'll overrule the objectiom.
Again, it goes to the weight.

Q. BY MRE. GROVES: And finally, Government's Exhibit
Number 16, would yvou please briefly describe what that
axhibit is.

A. This is a newspaper article from December of 1320

UNITED STATES DISTRICT COURT
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1l that was in regards to a court case for Mr. and
2| Mre. Rizzo. Thig case had to do with their business,

3 Comsumer Credit Advocates, which claimed that they could
4l provide =-- or excuse me,lwhich would promise slimination
5 of bad credit.

gl o. And in fact they were sued by the State of Arizona,
7| were they not?

Bl A. That iz correct.

af Q. And a settlement was -- a consent judgment was

10| =gigned by Judge Marilyn Riddel of Maricopa County Superior
11| Court on or zbout that date. Is& that not what is

12| represented in the article?
13 &. That is ceorrect.
14| ©. 2nd that article was received by an informant, was

15 it aot?

isfl A. Yes, 1t was.

17| <. Two days ago?

18| A. That is correct.

12 MR. GROVES: Your Honor, I would offer

20| Government's Exhibit Number 16 at this time.

21 THE COURT: The objections are overruled; Exhibit
22| 16 will be received.

23 MR. GROVES: Your Heonor, that's the extent of the
24| evidence I'm prepared teo present to you today. We can

25| proceed by way of additional proffer, or argument,

UNITED STATES DISTRICT COURT
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depending on the Court and the Court's calendar.
THE COURT: Mr. Ryan, do you wish to
crogg-examine Special Agent Jenkins?
MERE. RYAN: Thank vyou, vour Honor, ¥Ye=.
CROES-EXAMINATION
BY MR. RYAN:
Q. The guns that you found, were any of them lecoaded?
. They were not loaded.
Q. Did it look like they had been recently fired or
anything like that?
A Some of them were obviously not recently fired; the

other ones I could not tell.

Did vou find ammunition?

A. Yea, we did?
0. How much?
A, We found several boxes of ammunition both in --

around the weapons which were found in the master closet,
a5 well as boxes of ammunition in the master bedroom.

There were loaded magazines right around the gun, not

phyﬂfﬁa%%yméﬂ—EHE—gun7—hMI there was a high calibex -- &

high—capacity‘magazine for the Mini-14 found right next to
the gun as well that was loaded.

Q. Did anvbody do an investigatiecn into who stole the
badge that apparently was stolen by a -- or atolen from a

police commissioner?
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A . No, sir. We found that information less than an
hour ago.
Q. Sc you don't know if Mr. Rizzo stcole that cor

gomebody slsge steole that?

A. That's correct.

Q. 8o he could have obtained the badge in a lawful
manner?

A, What do vou mean by that?

Q. He could have obtained the badge in a manner that he
did not understand was not illegal. Scmecone g¢ould have

sold ‘it to him or given it to him.

MR. GROVES:; Objection, your Honor, as to what
the defendant would understénd.

THE CQURT: The objection is overruled.

THE WITNESS: It is my understanding that the
sale of an official police badge is net legal.
o. BY MR. RYAN: Mr. Rizzo is not charged with being in
possegssion of stolen property, is he?
A No, &ir,
Q. Did yeu go to the Grand Jury? Did you testify at

the Grand Jury?

A, No, sir.

Q. Were you aware of the Grand Jury?

A, I wag aware, vyes.

Q. Do yvou know when the Grand Jury was held?

UNITED STATES DISTRICT COURT
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- Where?

Whern.

No, I do not know that date.
. Do vou have any idea?

. I know that it was recently.

oo E@ o P

Okay. And are you aware of the fact that Mr. Rizzo
wvoluntarily appeared at that Grand Jury?

A, I have been told that, yes.

Q. and based con your informaticn about hisg travel to
the Bahamas, what was the difference in time between his
last trip to the Bahamas and his voluntary appearance at

the Grand Jury?

A, I do not know that.
Q. Now there was some testimony about an exhibit
related to the sale of a home in the Bahamas. Do you

remember that?

A, Yeg, sir, I do.

Q. But you don't know whether or not that sale went
through; is that correct?

A, That 1is correct, szir.

Q. Any documents found in the search of the Scottsdale
home that indicated that Mr. Rizzo owned that home in the
Bahamas?

A, Other than that sales agreement, that was the extent

of it.

UNITED STATES DISTRICT COURT
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Okay -
To my knowledge.
So no utility bill statements?

Not to my knowledge.

0.

-,

Q

A

2. No egcorow agreement?
A Not to my knowledge.

Q Do you know what The Research Foundation is?

-y No, sir, I do not.

Q Did anvbody that you know of involved in this
investigation investigate or attempt to ascertain what The
Research Foundation 187

A. I do not know that.

Q. Well, is there anvthing wrong with a foundation

izsuing a badge like that?

A, No, not in the issuing of the badge itself.
Q. There was some testimeony just now about an account
balance of $33,000 in some Bahamian account. Do you

remember that?

A Yez, I deo, sir.

Q. Do you know what the current balance iz in that
acoount?

A. No, sir, I do not.

Q. Do you know the account balance that we talked about
earlier, when that balance was, QY the date of that

malance?

UNITED STATES DISTRICT COURT
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A. If I may review the exhibit.
Q. SBure.
AL There does not appear to be a date on that account
balance.
Q. Did anybody attempt to ascertain the current balance

in that account?

A Not teo my kneowledge.

Q. The negotiable instruments that were found, I
belisve that was Exhibit 14, these weare received by
Customs; is that right?

Yez, that is correct.

Okay. And that was two years ago?

Yes, that is correct.

What happened with the instruménts that were seized?
They were returnedlto the Rizzos.

Do you know why they were returned?

=T B = N & B & -

Yea, I do; because they were not proceeds from a
specified unlawful activity, as U.8. Customs was
investigating or leooking into it as a peossible money
laundering transaction.

2. s our government seized a citizen's money that wasg
perfectly legitimate? |

A . No. There is a law that you need to report when vou
send that much monetary transaction -- that much money

outeide of the United States, and that report was not

UNITED STATES DISTRICT COURT
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filed.

ME. RYAN: Thank you. Nothing further.

THE COURT: Thank you. Mr. Alldredge, any GCIross-
examination?

MR . ALLDREDGE: Thank you, your Honor .
CROSS-EXAMINATION

BY MR. ALLDREDGE:

Q. cood afternocon, Cfficer.
b, Good afternoomn.
Q. Do you have any disagreement with the prospect that

the Rizzos have resided in Phoenix for approximately 42
months neow?

L. T do not krnow the axact amount of time that they've
been in the city.

Q. Qkay. You just have information that they made --
did you say five trips in the last year to the Bahamas?
Al I believe it ig five, ves.

Q. aAnd vou have some information that tThey stayved at
that house that there was a purchase agreement for in the
Bahamas?

A We have independent witness testimony saying that
they've been there.

0. Okay. With regard to the weapons you found, it
1ooked like two of them -- from the pictures -- TLWwo of the

weapons were shotguns; is that right?

UNITED STATES DIEZTRICT COURT
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A, That's correcth.

Q. And one loocked to be an antique shotgun.

A. T would not classify it as an antigue, no.

2

. Do you know if the -- one of them looked like a

shotgun that opened or wroke down sort of like a double-

"barrel shotgun?

A That is correct. One wag a 2ingle shot, 20-gauge
ghotgun.

Q. Cckay. So the single barfel breaks down in the
middle. Do vyou know if it was even operable?

A. I+ appeared to be operable; I did not fire it.

Q. Okay. That shotgun and the other shotgun could be

congistent with hunting guns; correct?

B It could be, yes.

Q. Okay. B8Some of the othexr weapons you found were
handguns?

A. That 1s correct.

G. Qkay. The purchase of the -- the purchase agreement
for the home in the Bahamas, did you or any other agents
make contact with the purported sellers ~f that home, to
find out about the status of it?

A I did not persomally. I do not know if anvy other
agents did.

Q. Ckay. Do you have any knowledge about the time that

elapsed from the time that the Rizzos most recently got

UNITED STATES DISTRICT COURT
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kome from the Bahamas, to the time they weXe arrested?

. Not on me. We do have informaticn leading to that,
but I do not have that in front of me, though.

Q. okay. And the lease at the home on Dixileta in

toottadale, that was a one-year leage?

A, 1f I may review the lease sgreamant.

Q. Sure.

A. Yeg, it was a one year lease.

Q. Ending at the snd of May nf this year?

Al That is correct.

0. Dkay . I heard the prosecutor mention it, and you

may not know, but Nix, N-i-%, is the last name of
Mres. Rizzo's daughter, her step-daughter -- her
daughter-in-law, eéxXcuse me.
A. I do not have personal knowledge of that, no.

MR . ALLDREDGE: Okay. That's all I have, Judge.

THE COURT: Anything further?

MR. GROVES: Just briefly, your Honor.

REDIRECT EXAMINATION

BY MR. GROVES:
Q. Special Agent Jenkins, &id you, during the course of
youy investigation, come to discover what, 1f any form of
identificaticon you need in order to travel from the United
States to the Bahamas?

A Yaes, I did.

UNITED STATES DISTRICT COURT
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Q. and could you please tell the Court what that is?

A. A paesport is not needed to travel to the Bahamas.

A certified birth mertificate and a plcture

identification, such as & driver's licensge.

Q. 2o is it also fair to say that once you arrive in

the Bahamas without the need of a passport, you cahn then
go to wherever else that you can then get?
B ves, dependiné on the other country's laws as far as
pagsperts do.

MR. GROVES: Nothing further, your Honor.

THE COURT: Thank you.

You may step down. Thank you, gir.

Mr. Ryan, do you plan cn presentiﬁg any
testimony?

MR. RYAN: May I have just a moment , your Honor?

THE COURT: Yes. | |

ME . RYAN: Thank you.

(Counsel confer.)

MR. RYAN: We will not be presenting any
testimony, Yyour Honér.

MR . ALLDREDGE: Same for Mrs. RizEeo, vour Honor.

THE COURT: Very well. Thank you.

Did vou have more testimeny you wanted to
present, or make a further proffer, Mr. Groves?

MR. GROVES: The proffer I think I may have made,

UNITED STATES DISTRICT COURT
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but was not in the presences of the attormeys that are DoOw
representing the defendants, since we've peen through this
on a couple different days, but we algso proffer that, you
kneow, contrary to what John Rizzeo told Pretrial Services,
we have evidence that he =ays that he makes 525,000 a
month with this business. He told Pretrial Services, I
think, £9,000 a mohﬁh.

We proffered that his wife is, by his own
admigsion, an essential part of the busginess, which we
proffer to the Court is one of -- part of one of the
largest multimiliion-dollar frauds in the country. If you
take hie own admisgion, it cost the gdvernment over
470,000,000 during the courge of his involvement and
participation in this scam on the government.

We proffer that for at least a three-year period
that we'vre aware of, from an arcount that we're awale of
that contained a false Social Security Number, so the
government would not bz able to track it -- it wags an
account lecated -- a domestic account which contained a
false Social Security Number, amnd it was in the name of
Carcl Rizzo, with a false Social Security Number, with
Jehn Rizzo alse on that account. Through those account s,
and also the monieg that they attempted -- the $300,000
that they attempted to send overgeas through Fed Ex, we're

talking about over -- well, just under a million deollars

UNITED STATES DISTRICT COURT
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in monies, and that is, we proffer, the tip of the iceherg
with respect to these defendants, taking his admigsions at
hig own words.

Now, that is a problem, too, far the Court,
because there ig a probable cause finding that he's
committed perjury in front of the Grand Jury. We, from
the Court'a own observation -- the Court's own
ohservation, plus his observations when he had to be
admonished bafore Maglstrate Duncan, we know that he has a
problem with the rruth and being faced with the truth. AS
a rezult, he is a severs risk of flight.

in addition te being a harm ToO the cmmmunity, B
continuing econcomic threat to the commuﬁity, let alone a
harm to the community in terms of a real threat, in terms
of the access to weapons that he had with him. If he was
releaged, he would have the ability to obtain additional,
if there are not more out there, which there could be.

The property indication which he lists, which we

can't confirm right now, because he places properties in

other people's Names S pomiTees—and—trusts-. which. the .. _
Court has become familiar with over the last couple days,
in the course of these various arraignments.

With regpect to Exhibit Number 2C, one of the

documents was provided to us from hig last rental

lacation. The representation to fhem when he got himself

UNITED STATES DISTRICT COQURT
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the ilease, which now expires at rhe end of May for the
current home, was that they own homes in Vegas, in
California and the Bahamas. That's the representation
they made, although as indicated on 2C, the Bahamas home
ia in a trust, sc it's not in their name. There was 50Ne
difficulty that the real estate agent had, because 1t
didn't show up on theilr credit history.

Well, it didn't show up for a good reason,
because by his own admission, he hasn't filed tax returns
since 1988, and he's proud of it. He is a person who
previcusly served on the kench in a limited capacity, but
has blown that completely out of proportion, to the extent
of getting thousands of other individuals to fall in line
with a false belief that they don't have te file tax
returng, and that they could move monies cffshore at will,
without contributing to the government and to the society
that we all live in.

With respect to -- by way of proffer today, I
alse remind the Court that rhere are approximately 865,000
in cars out there, in addition to what was proffered to me
of approximately $100,000 in jewelry which they have, and
vet they have court-appointed counsel. We've been through
this before.

For all these reasons, Lor what I'wve proffered to

the Court before in terms of the exhibits that have gone
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forward, the defendants cannct be trusted to return Lo
court for trial. They have the means, they have the
oppertunity, and they certainly have the will, with John
Rizzo having made his best and last stab at going before
the Grand Jury veluntarily, wherse he knew he was a target,
and then lying, blatantly lying te the Grand Jury, te the
extent the Grand Jurors personally directed and perscnally
found probable cause that he committed perjury in front of
them as part of this.

Then, the third defendant, which is not before
them, is also charged with perjury, trying to help and
conceal thelir current whereabouts and residence where they

currently lived, among other things.

t have nothing further to add at this time, your
Honor . i

THE COURT: Thank you.

Mr. Ryan, do you want To present any argument in
this matter?

MER. RYAN: Yes, thank you.

THE COURT: Or other exhibits. You indicated no
testimony, but I don't know if you have exhibite.

MR. RYAN: No, I'm just going to Argué.

According to the presentesnce report, you know,

the Rizzos have lengstanding ties in the Phoenix

community., dating back to as early as the =arly '80s, and
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it appears even from the various leases and whatnot that
the government presented to you today, as some sort of
avidence that they are & flight risk, that they've lived
in Arizona continuously for the last geveral years.

I just want to make a brief comment about the
Grand Jury proceedings:

of course it is enormously difficult for me TO
make any intelligént remark about what went on in the
crand Jury, because of course, as you well know, I'm not
there, and I haven't lad that much time to confer with my
client, vou knew, under the rigors and pressures of
putting on & detention hearing, you know, this guickly the
way we do.

vou know, it seemg to me +hat there are & variety
of ways the Court could release the Rizzos and insure
their appéaréﬁée. ©5 me, one of the most compelling
things that they are going to appear ig that as you can
see from the presentence report, your Homor, they had
charges back in '96, June of '96, that weren't resolved
until November of '85. According to pretrial services,
they made every appearance. It iooked like those were
fairly significant charges, although they were ultimately
dismissed. I mean actiong speak louder than words, if vou
ask mé, your Honor.

also, he did woluntarily appear at the CGrand

UNITED STATES DISTRICT COURT
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Jury. I know that the prosecution 1is making the point

that he did so in order to mizlead them in some wWay, but
as I understand how the Grand Jury proceedings unfolded,
apparently the Grand Jury didn't &ven itself believe it
pretty quickly and went ahead and added a couple of
counts. I don't know how useful that was to Mr. Rizzo,
hue it doesgn't show that he's not going to appsar for his
charges.

The wvideotape that we saw T find interesting,
becausge I don't guite understand why it was presented,
except that the prosecutor made several references to the
fact that Mr. Rizzo claimed he cost the federal government
$70,000,000. 1t's & great Americarn pastime, your Honor,
to engage in tax avoidance, and it's my understanding
that's perfectly legal. What he wants you to do, oY what
it seems to me Mr. Groves 18 after is almost a judicial‘
determination, at this point, that the Rizzos are guilty
of some heinous crime against the government of the United
States because Mr. Rizzo is a tax protester.

Now, maybe he committed these offenses, mayhbe he
didn't. He's entered a plea of not guilty, and really,
+he focus here should be on what are the chances Mr. R1zzo
is not going to face rhese charges? His past higteory
cheows that he will. Mz. Rizzo hag said to me several

times at counsel desk, and wants you to know that if

UNITED STATES DISTRICT COURT
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vou're worried about the Bahamas, he's willing to wear &
bracelet, some sort of monitoring bracelet. He's willing
te give up his passport and birth certificates and whatnot
to allay the Court's fears that the Bahamas is an issue
for this Court,. but his history speaks louder than words.

You have your own pretrial Services agency
teliing you, your Honor, that to his credit, he made all
his appearances in his prior history. I would ask that
vou fellow the recommendation of the Pretrial Services
agency -

THE COURT: Thank you.

Mr. Alldredge.

ME . ALLDREDGE: Thank you, your Honor.

T would echo the remarks regarding Mrs. Rizzo's
attendance for all proceedings in the matter that happened
in the Superior Court from "9 to '99. That obviously --
that obvicusly is an indication te the Court that contrary
te what the government says, they will appealr.

T al=o point out that obviously Mr. Rizzo is in
rhe businsss of giving information teo his clients om taX
avoidance, and it sounded -- however this might apply to
Mre. Rizzo, I would ask the Court to take that into
congideration, and nig statements.

In hisg ctatements on the videotape regarding

having cost the United States Government £70,000,000 or

UNITED STATES DISTRICT COURT
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whatever, 1it's difficult to ascertain whether that's
faetual or puffery, but I would asgsk the Court to rake into
congideration the context in which it was gilven. Thig was
some sort of seminar where he's trying to sell his
services, and his services are trying te help people out
of tax debts. It sounded to me&, anyway. your Honor, 2as if
he wasn't saying that he persconally would have owed the
government that kind of money, but that's the kind of
money he helped his clients avoid paying the federal
government. That's =a different matter entirely.

¢t didn't hear the government make a claim that
the Rizzos are a danger to the community because of the
weapons, and so 7111 let it go at that. The Court heard
that -- the two rifles ok guns WeIe shotgung, consistent
with hunting-type guns. The rest were handguns.

It geems like the only issue, Judge, is whether
or not they are a flight risk. I would ask the Court to
£ollow the reéommendation of Pretrial Services in
Mrs. Rizzo's case, and release her on her oOwh
recognizance.

Hewever, if the Court is not of the mind that
release on her own recognizance igs enough to insure her
appearance, certainly another less regtrictive alternative
can be deviged, other than inearceration in this case,

such as the electronic monitoring, or some such mathod

UNITED STATES DISTRICT CQURT
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through pretrial gervices.

Thank you.

THE CQURT: Mr. Groves.

MR . GROVES: Briefly, your Honor, Mr. Ryan just
said sgomething that, once again, is interesting; that
Mr. Rizzo says that he's willing to give up his passport
or whatever to stay here.-‘Well, he rtold Pretrial Services
he doesn't have a passport, and we certainly didn't find
one in the search warrant, & pasegport for Mr. Eizzo.

With respect to the program that was offered, his
premige for this M2K program was that the Sixteenth
amendment to the Constitution was never ratified, and as a
regult, there is no authority over anyone Lo pay any
income taxes whatsoever, bhecgluse the -- there was an
entire.fraud perpetrated on the country, in that the
gixteenth Amendment was never ratified. That's the
premise of this particular latest scheme.

He alsoe, as included in rhe indictment, offers
opinion letters to individuals, so they can have reliance
defenses when they are prosecuted, gaying "I relied on
Judge Rizzo, because Judge Rizzo was a Judge.’ From that
they profited greatly. Those monies are not accounted
for, and that is why we are mentioning the amounts of
money that we're menticning, because the monies are

unaccounted for. Where are they? We know a tip of the

UNITED STATES DISTRICT COURT
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iceberg where it 1is, but they clearly have access to a lot
more money than they've let on with the Court.

They've been disingenuous with the Court with
reszpect to Pretrizl Services and what assets they really
have, but what we do know is they have the ability and
meana, with or without & passport, to get to the Bahamas
and get out of the country, where they have, we know, &
bank account. We believe we proffered toO the Court that
they have property, and a residence that they go to onn &
raegular basis.

MR. RYAN: Judge, I misspocke when T gaid that
Mr. Rizzo was willing to give up his passpdrt. That was
just the heat of passion of the argument.

THE COURT: Well, the fourt is not -- in a case
of this type., the court ie not -- first of all, if there
were a possibility, under the law, to detain for
dangerousness, it would have to be shown by clear and
convincing evidence. I think, certainly in terms of
anything beyend any ceconemic aspect of this case, there is
ne showing of clear and convincing evidence of
dangerousnass.

T don't believe that the Court can, in the first
instance, detain an individual for economic dangerousneszs

by itself, hut can use choat +rforrmaston—+n Lerms of

congtructing release conditions, provided that the
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individual is not a flight risk.

My concentration in this matter, essentially, is

" on the guestion of flight. nagsed on the evidence that's

been presented, the Court finds, by a preponderance of the
evidence, a clear preponderance of the evidence that both
Mr. Rizzo and Mrs. rizzo are flight ~igks. There are no
conditions that would reagonably assure their appsarance
if they are ordered released in this case, and each of
these defendants is ordered detained pending further
proceedings.

We'll take a brief five-minute recess. Thank
you.

THE CLERK: A1l rige.

(The proceedinds adjourned at 4:10 p.m.}
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