
Case 2:04-cr-00240-IPJ-HGD Document 1 Filed 07/01/2004 P9Qe'1 of 12
l?:J~(\

CR-04-J-0240-S

Case No. _

AHMIMMH~__~Q
INTHE UNITED STATES DISTRICTCOURT

FOR THE NORTHERN DJSTRICT OFALAB~O~ JUl-) AM ,:.IS
SOUTHERN DIVISION ~ u' • b . : . I . ..,• .J. . I .) • If L i l,~ r

UNITED STATES OF AMERICA, ) tU). OF ;\lI\.J·A~
)
)
)
)
)

v.

ROBERT E. THOMSON and
JAMESC. REILLY

INDICfMENT

The Grand Jurycbarges:

INIRODucrrON

That at all times materialto this Indictment:

1. HealthSouth Corporation ("HealthSouth") was a publiclytraded corporation organized

underthe lawsof the State of Delawarewithits headquarters in Birmingham, Alabama.

HealthSouth claimedto bethe nation's largest provider of outpatientsurgery, diagnostic imaging

and rehabilitative healthcare serviceswithapproximately 1,800locationsin all 50 states,Puerto

Rico, theUnitedKingdom, Australia, andCanada. HealthSouth was an "issuer" withinthe

meaningof the Securities ExchangeActof 1934, and, as such, was subject to the accounting

provisions of the ForeignCorruptPractices Actof 1977, Title 15, UnitedStates Code, Section

78m(b)(2), et seq.

2. DefendantROBERTE. TIIOMSON wasthe President and Chief OperatingOfficerof

HealthSouth'sIn PatientDivisionfrom in or about 1996until in or about August2001.
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3. Defendant JAMES C. REIU.Y wasan attorney licensed to practicelaw in the stateof

Alabama. DefendantREILLY was employed asHcalthSouth'sVice Presidentof Legal Services

fromin or about March 1997until in or aboutNovember 2OOl.

4. The "SaudiFoundation"was a private, notfor profitorganization funded by members of

the SaudiRoyalFamily. The SaudiFoundation's "DirectorGeneral" was a Saudi national who

exercisedadministrative control overcertainof the SaudiFoundation's administrative activities,

including the negotiation and executionof certain contracts.

S. The "AustralianEntity"was a HealthSouth-affiliated entity formed in or aboutJuly 2000.

The Saudi Contract

6. In or about 1998,the Saudi Foundation began construction of a 4SD-bed rehabilitation

hospitalin Saudi Arabia(''the SaudiHospital").

7. In or aroundJanuary2000, HealthSouth and the SaudiFoundationbegannegotiating an

agreement underwhich HealthSouth was to provide staffingand management servicesfor the

Saudi Hospital. The proposedcontract("the Saudi Contract") called for the SaudiFoundation to

pay HealthSouth $10,000,000annually over a five-year term.

8. The SaudiFoundation'sDirectorGeneral actedas the lead negotiatorfor the Saudi

Foundation. Defendants ROBERTE. mOMSONandJAMESC. REIU.Y, and others,

negotiated on behalfof HeaJthSouth.

9. Onor aroundJune 1. 2000, the SaudiFoundation's DirectorGeneralrequesteda payment

of $1,000,000 fromHealthSouth as a "finder's fee." Defendants ROBERTE. THOMSON and

JAMES C. REII.LY, and others, soughtadvicefrom an attorneyoutside HealthSouth ("the

OutsideAttomey") concerning the legality of making sucha payment. On or aboutJune 12,
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2000,the Outside Attorney advised defendants ROBERT E. THOMSON andJAMES C.

REILLY I andothers, that the payment couldonlybemadewith the written approval of theSaudi

Foundation.

10. Defendants ROBERT E. 1liOMSON andJAMES C. REILLY, andothers.• subsequently

requested the OutsideAttorney'sadvice aboutthepropriety of payingthe SaudiFoundation's

Director General througha consulting contract with a HealthSouth-affiliated entity. TheOutside

Attorney advised the defendants ROBERT E. mOMSON and JAMES C. REIILY. andothers,

thatanysuchcontracthad to require the Saudi Foundation's DirectorGeneral to provide real

services in return.that the marketvalueof those services shouldequatetp the amount theSaudi

Foundation's DirectorGeneral waspaid.andthatHealthSouth couldnot makeany"backdoor"

payment or provide anyreimbursement to the Hea1thSouth·affjliated entityto fundsucha

consulting contractor to compensate the HealthSouth-affilated entity for its execution of a

contract with theSaudiFoundation'sDirector General.

11. Onor aboutJuly 17,2000, defendant ROBERT E. THOMSON signedtheSaudiContract

on behalfofHealthSouth. The SaudiFoundation's Director General countersigned theSaudi

Contract on or aboutAugust12,2000. TheSaudi Contract called for HealthSouth to receive a

$6,000,000 payment fromthe SaudiFoundation eachJanuary. with the remaining $4,000.000 to

bepaidat a laterpointduringeachof the succeeding fiveyears.
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COUNIONE
CoNPfrac:y

TItle 18. Ugl1edBIPta Code. Section 3D

1. The GrandJury realleges and incorporates by reference the a1legiltions containedin

paragraph 1 through 11 of the Introduction of thisIndictment as thoughfully set out herein. and

furthercharges:

THE CQNSPlRACY ANDITS OBJECTS

2. From in or aboutJune 2000 and continuing to sometimeafter June 2003. withinJefferson

Countyin the NorthernDistrictof Alabama, andelsewhere. the defendants

ROBERT E. THOMSON and
JAMES C. REILLY

did knowingly andwillfullycombine.conspire. confederate. and agree witheach other andwith

other persons and entitiesknown and unknown to the Grand JUlY. to commit the following

offensesagainst the United States, that is to:

(a) travel and cause travel in interstate andforeign commerceand use and cause to be

used themailand any facility in interstate and foreign commerce with intent to promote, manage,

establish,carry on, and facilitatethe promotion, management, establishment and carrying on. of

any unlawful activity, to wit. briberyin violation of Section 13A-l1-120 of the Alabama

Criminal Code;and thereafter to performand attempt to performand cause the performance and

attempted performance of an act to promote, manage, establish. and carryon. and to facilitate the

promotion, management, establishment andcarrying on of said unlawful activity, in violation of

TItle 18. United States Code. Sections 19S2(aX3) and 2; and

(b) knowingly and willfullycauseHca1thSouth to fail to make and keepbooks. records.

and accounts which, in reasonable detail. accurately and fairlyreflect the transactions and
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dispositions of HcalthSouth's assets.in violatioo of theForeign COIIUptPractiCCS Actof 1977.

Title 15. United StatesCode,Section78m(b)(2) andTitle 18,United St~tes Code, Section 2.

PURPOSE OFTHE CONSPIRACY

3. Thepurpose of the conspiracy wasfor thedefendants ROBERT E. THOMSON and :j
I

JAMES C. REnLY to securea contractfor HealthSouth with the SaudiFoundation byagreeing

to payandcausing bepaid a bribe to the Saudi Foundation's DirectorGeneral, and to cause

HealthSouth's books, records, and accounts to fraudulently and falselyreflectthat the bribe

payment wasmadefor legitimate purposes byconcealing the relationship between thebribe

payment andthe SaudiContract.

MANNES AND MEANS OFTHE CONSPIRACY

The mannerand means by whichdefendants ROBERT E. THOMSON andJAMES C.

REllLY andtheirco-conspirators wouldanddidseek to accomplish the purposes of the

conspiracy included, but werenot limitedto, thefoIlowing:

4. It waspartof the conspiracy thatthedefendants andotherswouldand did agreeto pay

money tothe SaudiFoundation'sDirector General in orderto inducehim to executetheSaudi

contract on behalfof the SaudiFoundation.

5. It wasfurtherpartof the conspiracy thatthedefendants and otherswouldanddidcause

HcalthSouth to enter into theSaudiContract,

6. It wasfurtherpartof the conspiracy that thedefendants and otherswouldand didcausea

sham"consulting contract" to be executed between theSaudiFoundation'sDirectorGeneral and

the Australian Entity in orderto secretly finance thepayment of moneypromised to theSaudi

Foundation's DirectorGeneral.
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7. It was furtherpart ofthe conspiracythat the defendants and others would anddid cause

paymentsto be made pursuant to the sham "consulting contract" in December2000, January

2002, and February2003.

8. It was furtherpart of the conspiracythatthe defendants and others would and did use the

AustralianEntityand other entities to serveas intennediaries to facilitatepaymentsto the Saudi

Foundation's Director General.

9. It was furtherpart ofthe conspiracythai the defendants and others would and did cause

HealthSouth funds to be used to transfermoneythroughvarious intermediaries and by various

methods to pay the Saudi Foundation's Director General as provided in the sham "consulting

contract."

10. It was furtherpart of the conspiracy that the defendants and others would and did cause

the payments made to the Saudi Foundation's Director General to be recordedon HealthSouth's

books, records,and accountsas legitimatedisbursements withoutrevealingthe ttue purposeof

the paymentsand the relationship ofthe payments to the Saudi Contract.

OYERTACTS

In furtherance ofthe conspiracyandto effectthe objectsof the conspiracy, the following

overt acts, amongothers, werecommittedin theNorthern District of Alabama and elsewhere:

11. In or about June 2000, defendantROBERT E. rnOMSON directed others to notifythe

Saudi Foundation's DirectorGeneralthat HealthSouth wouldpay him a bribe,

12. In or aboutJuly 2000, defendantsROBERT E. THOMSON and JAMES C. REn.LY;, and

others,agreedto pay a bribe ofSSOO,OOO per year to the SaudiFoundation's Director General by
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transferring funds fromHealthSouth to the SaudiFoundation'sDirectorGeneralthrough the

Australian Entity.

13. In or about July 2000, defendantROBERT E. THOMSON and others informed theChief

Operating Officerof the Australian Entitythat shewould be requiredto sign a consulting

contractto be executedbetweenthe Australian Entityand lhe Saudi Foundation'sDirector

General.

14. On or aboutSeptember20, 2000,defendant JAMES C. REllLY preparedan initialdraft

of a sham"consultingcontract"betweenlhe Australian Entityand the Saudi Foundation's

DirectorGeneral.

15. Onor aboutSeptember22, 2000,defendant JAMESC. REIU.Y causedalterations to be

made to thedraft of the sham "consultingcontract," including a change requiringthat the Saudi

Foundation'sDirectorGeneral be paid in advance of anyservicesrendered.

16. On or aboutSeptember27,2000, defendant JAMESC. REIlLY communicated with the

ChiefOperating Officerof the Australian Entityconcerning the sham "consultingcontract."

17. Onor aboutSeptember27. 2000,defendant JAMES C. REJLLY transmitted by wirea

reviseddraft of the sham "consultingcontract" to an attorney for the Australian Entity.

18. Onor aboutOctober2. 2000,defendant JAMES C. REllLY caused a copy of thefinal,

partiallyexecuted sham "consultingcontract," underwhich the Saudi Foundation's Director

General wasto be paid $500,000peryear, to be circulated to defendantROBERT E.

THOMSON. and others. and caused a copyto beplacedin HealthSouth's files.

19. In or aboutDecember2000.defendant ROBERT E. THOMSONdirectedothers to

requestthat the Saudi Foundation's DirectorGeneral causethe Saudi Foundation to makea
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$6,000,000 paymentto HealthSouth in advance of the date such paymentwas due underthe

termsof theSaudi Contract,in return for a promise thatHealthSouth pay the SaudiFoundation's

DirectorGeneral the first paymentunderthe sham"consulting contract"before it wasdue.

20. On or aboutDecember20, 2000,after theSaudiFoundation's DirectorGeneral caused

the SaudiFoundation to pay$6,000,000to HcaltbSouth beforethat paymentwas due underthe

SaudiContract, defendantROBERTE. THOMSON causedHealthSouth10 wire fundsto the

Australian Entity in order to fund the first payment to the Saudi Foundation's DirectorGeneral

underthesham "consulting contract" in the amount of $500,000.

21. In or aboutMay 2001,defendantROBERT E. TIIOMSONand others instructedthe

ChicfOperating Officerof the Australian Entitynot to contactthe Saudi Foundation'sDirector

General concerning his lackof performance underthe sham"consultingcontract,"

22. Onor about January9, 2002, pursuant to the sham"consultingcontract,"defendants

ROBERT E. THOMSON and JAMESC.REll.J.Y, and others,caused HealthSoulh to wirefunds

to an intermediary in order to fund tile secondpayment of $500,000 to the Saudi Foundation's

DirectorGeneral.

23. Onor aboutFebruary24, 2003,pursuant to the sham "consultingcontract," defendants

ROBERT E. TIIOMSONand JAMESC. REILLY, and others,caused HealthSouth to wirefunds

to an intermediary in order to fund the thirdpayment of approximately $525,915.26 to theSaudi

Foundation'sDirectorGeneral.

All in violation of Title 18,UnitedStatesCode,Section371 andTitle 18,UnitedStates

Code,Section2.
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CQUNT2
TmelAct

TItle 18. United hdr! Code. SectIon 1952

1. The GrandJury repeatsand re-alleges theallegations containedin paragraphs I through

11of the Introduction to this Indictment as though fullyset out herein.

2. Onor aboutSeptember 27. 2000,within Jefferson Countyin the Northern Districtof

Alabama, andelsewhere, thedefendants

ROBERT E. THOMSON and
JAMES C. REILLY

did useandcause to be useda facilityin interstate and foreign commerceto wit: a wire

transmission from Birmingham, Alabama to Melbourne, Australiatransmitting a draft of the'

sham"consulting contract" with the intentto promote, manage, establish,carryon, andfacilitate

the promotion, management. establishment andcarrying on of an unlawful activity, to wit:

bribery in violation of § 13A-ll-I20 of the Alabama Criminal Code; and thereafter did perform

and attempt to performand cause the performance andattempted performance of an act to

promote, manage, establish, and carry on. and tofacilitate the promotion, management.

establishment andcarryingon of said unlawful activity.

Allin violation of Title 18, United StatesCode,Section 1952andTitle 18,UnitedStates

Code,Section2.
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1.

COUNTS 3 and 4
BookI. ReeordL Ad Accogtl vlolatfons

Title 15. Vatted StamCode. Sectlou 71m(b)Ql

The GrandJmy repeats and re-alleges theallegations contained in paragraphs 1 through

~I
I
:

"

11 ofthe Introduction to this Indictmentas though fullyset out herein.

2. Onor about the dates set forth belowforeach of Counts3 and 4, withinJeffersonCounty

in the NorthernDistrict of Alabama,and elsewhere, the defendants,

ROBERT E. THOMSON and
JAMES C. REILLY,

then officers, agents andemployees ofHealthSouthCorporation, an issuer ofa class of securities

registered under Section 781 ofthe Securities Exchange Act of 1934, knowinglyand willfully

causedHealthSouthto fail to make and keepbooks, records, and accounts which, in reasonable

detail, accuratelyand fairlyreflected the transactions and dispositionsofHealtbSouth's assets, to

wit: the defendantsTHOMSON and REILLY caused falseentries to be reflectedon the books

and records ofHealthSoutb, as describedbelowforeachsuch count

3. The allegationsofparagraphs I through2 above are re-allegedfor each ofCounts 3 and 4

below as thoughfully set out therein.

Count Date Nature urtbe false aDd fraudulent entry

3 12120/00 A wire transfer requestfonn for a 5500,000disbursementto the
AustralianEntity for "consulting services"concealed that the money
was intended to fund the firstpaymentto the Saudi Foundation's
DirectorGeneral.

4 1131/01 Ajournal entryrecording a 5500.000 disbursementto the Australian
Entity for professional fees concealedthat the moneywas intendedto
fund the first payment to the SaudiFoundation's DirectorGeneral.
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Allin violation of Title IS, UnitedStates Code.Section18m(b)(2)andTItle 18, United

StatesCode.Section2.
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ATRUEBILL

fZt=rrL)~,
FOREPERSON OF TIlE GRAND JURy
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AllCE H.MARTIN
UnitedStatesAttorney
Northern Districtof Alabama

Assistant UnitedStates Attorney
Northern Districtof Alabama

JOSHUA R. HOCHBERG
Chief, FraudSection
Criminal Division
UnitedStates Department of Justice

~:~
TrialAttorney, FraudSection
Criminal Division
United StatesDepartment of Justice
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