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UNITED STATES OF AMERICA. )
)
} Case No. CR-04-J-6Z46-S

~ (;oj 4!-~
)

SUPERSEDING INDICTMENT

The Grand Jury charges:

INTRODUCTION

That at all timesmaterialto this Indictment:

1. HealthSouth Corporation("HealtbSouth'1 was a publicly tradedcorporation organized

underthe lawsof the StateofDelaware with itsheadquarters in Birmingham, Alabama.

HealthSouth claimedto be the nation's largest providerof outpatientsurgery, diagnostic imaging

andrehabilitative healthcareserviceswith approximately 1,800locationsin all SO states,Puerto

Rico, the UnitedKingdom, Australia, and Canada. HealthSouth was an "issuer"withinthe

meaning of the SecuritiesExchangeAct of 1934, and,as such,was subject to the accounting

provisions of the Foreign CorruptPractices Actof 1977, Title IS, United States Code,Section

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

2. DefendantROBERTE. rnOMSON was the President and Chief OperatingOfficerof

HealthSouth's In PatientDivisionfrom in or about 1996 until in or about August2001.
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3. Defendant JAMES C. REILLYwas anattorneylicensed to practice law in the state of

Alabama. DefendantREILLYwas employed as HealthSouth's Vice Presidentof Legal Services

fromin or aboutMarch 1997 until in or aboutNovember2001.

4. The "Saudi Foundation" was a private, not for profit organizationfunded by members of

the SaudiRoyal Family. The Saudi Foundation's"DirectorGeneral" was a Saudi national who
: . • t . .

exercised administrative control over certainofthe Saudi Foundation's adniiiusttativeactivities,

including the negotiationandexecutionof certain contracts.

S. The "AustralianEntity" was a HealthSouth-affiliated entity formedin or aboutJuly2000.

The SaudiContract

6. In or about 1998,the SaudiFoundation beganconstructionofa 450-bed rehabilitation

hospitalin Saudi Arabia("the Saudi Hospital").

7. In or aroundJanuary2000, HealthSouth and the Saudi Foundation began negotiating an

agreement underwhich HealthSouthwas to providestaffingand managementservicesfor the

SaudiHospital. The proposedcontract(''the SaudiContract")called for the Saudi Foundation to

pay HcalthSouth S10,ooO,OOO annuallyover a five-year term,

8. The SaudiFoundation's DirectorGeneral actedas the lead negotiatorfor the Saudi

Foundation. Defendants ROBERT E. THOMSON andJAMES C. REILLY, and others,

negotiated on behalfofHealthSouth.

9. On or around June 1,2000, the Saudi Foundation's Director Generalrequested a payment

ofSl,OOO,OOO from HealthSouth as a "finder's fee." Defendants ROBERTE. THOMSON and

JAMESC. REILLY, and others, soughtadvicefroman attorneyoutside HealthSouth ("the

Outside Attorney'') concerningthe legality ofmakingsuch a payment, On or about June 12,
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2000, the Outside Attorney advised defendants ROBERT E. THOMSON andJAMES C.

REILLY, and others,that the payment couldonlybe madewith the writtenapproval of the Saudi

Foundation.

10. Defendants ROBERT E. TIIOMSON andJAMES C. REn.LY, and others,subsequently

requested the OutsideAttorney's advice about the propriety of payingthe SaudiFoundation's

Director General through a consulting contract with a HeaJthSouth-afljliated entity. TheOutside

Attorneyadvised the defendants ROBERT E.THOMSON and JAMESC. REll.LY, andothers,

thatanysuch contract had to requirethe Saudi Foundation's DirectorGeneral to provide real

servicesin return. that themarket valueoftbose services shouldequateto the amount theSaudi

Foundation's DirectorGeneral was paid.andthat Hea1thSouth couldnot makeany"backdoor"

payment or provide anyreimbursement to theHealthSouth-affiliated entityto fundsucha

consulting contract or to compensate theHealthSouth-affilatcd entityfor its execution ofa

contract with the SaudiFoundation's DirectorGeneral.

11. Onor aboutJuly 17,2000,defendant ROBERT E. THOMSON signedthe Saudi Contract

on behalfofHeaJthSouth. The SaudiFoundation's Director General countersigned theSaudi

Contract on or aboutAugust12. 2000. TheSaudi Contract called for' HeaJthSouth to receivea

56,000,000 payment fromthe SaudiFoundation eachJanuary, with the remaining $4,000,000 to

be paidat a laterpoint duringeach of thesucceeding fiveyears.
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COVNTONE
eo1ulney

Title J8. UDItIdSta.Code. Seetiop 371.

1. The GrandJury reallegesandincorporates by reference the allegations contained in

paragraph 1 through 11 of theIntroduction of Ibis Indictment as though fullyset out herein, and

further charges:

TjIE CONSPIRACY AND ITS QDJErn

2. From in or aboutJune 2000 and continuing to sometimeafter June 2003, within Jefferson

Countyin the NorthernDistrict ofAlabama, andelsewhere, the defendants

ROBERT E.THOMSON and
JAMES C. REILLY

didknowingly andwillfullycombine, conspire, confederate, and agreewith eachother andwith

otherpersons and entities known and unknown to the Grand Jury, to commit the following

offenses against the United States, that is to:

(a) traveland cause travel in interstate and foreign commerceand use and causeto be

usedthe mail and any facility in interstate andforeigncommercewith intent to promote, manage,

establish, carryon, and facilitatethe promotion, management, establishment and carrying on, of

anyunlawful activity. towit. bribery in violation of Section 13A-11-120 of the Alabama

Criminal Code; and thereafterto perform andattempt toperform and cause the performance and

attempted performance ofan act to promote, manage, establish, and carryon, and to facilitate the

promotion, management, establishment and carrying ODof said unlawful activity, in violation of

Title 18,UnitedStates Code, Sections1952(a)(3) and 2; and

(b) knowinglyand willfullycauseHealthSouth to fail to make and keepbooks,records,

and accounts which, in reasonable detail,accurately and fairly reflect the transactions and
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dispositions ofHealthSouth's assets. in violation ofthe Foreign CorruptPractices Actof 1977.

Title IS, United StatesCode,Section78m(bX2) andTitle 18,UnitedStates Code.Section 2.

PlJRPQSE OFTIlE CONSPIRACY

3. The purpose cf'the conspiracy was forthe defendants ROBERT E. TIIOMSON and

JAMES C. REIILY to securea contract forHealthSouth withthe SaudiFoundation byagreeing

to pay andcausingbe paida bribe to theSaudiFoundation's DirectorGeneral. andto cause

Hea1thSouth's books, records, and accounts to fraudulently and falselyreflectthat thebribe

payment was madefor legitimate purposes by concealing the relationship between thebribe

payment and theSaudiContract.

MANNER AND MINm OF mE CONSPIRACY

Themannerand meansby which defendants ROBERT E. TIIOMSONandJAMES C.

REILLY and theirco-conspirators wouldanddid seek to accomplish the purposes of the

conspiracy included, butwere not limited to, the following:

4. It was partoftheconspiracy that thedefendants andotherswouldand did agree to pay

moneyto the SaudiFoundation'sDirector General in orderto inducehim to execute theSaudi

contract on behalfofthe SaudiFoundation.

5. It was further partofthe conspiracy that thedefendants and otherswouldanddidcause

Hea1thSouth to enter into the SaudiContract.

6. It was further partof the conspiracy thatthedefendants andotherswouldanddidcausea

sham"consulting contract"to be executed between theSaudiFoundation'sDirector General and

the Australian Entityin orderto secretly finance thepayment of moneypromisedto theSaudi

Foundation's DirectorGeneral.
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7. Itwas furtherpart ofthe conspiracy that thedefendants and otherswould and did cause

payments to bemade pursuantto the sham"consulting contract" in December2000,January

2002., andFebruary 2003.

8. It was furtherpart of the conspiracy thatthedefendants and others would and did use the

Australian Entityand other entities to serveas intermediaries to facilitatepaymentsto the Saudi

Foundation'sDirectorGeneral.

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

HealthSouth funds to be used to transfer moneythroughvarious intermediaries and by various

methods to pay the SaudiFoundation'sDirector General as provided in the sham"consulting

contract."

10. Itwas furtherpartofthe conspiracy thatthe defendants and others would and didcause

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

books, records, and accountsas legitimate disbursements without revealingthe true purpose of

the payments and the relationship of the payments to the SaudiContract.

OYERTACfS

In furtherance ofthe conspiracyandto effect the objectsofthe conspiracy, the following

overt acts,amongothers, were committed in theNorthern DistrictofAlabamaand elsewhere:

11. In or aboutJune 2000,defendantROBERT E. mOMSON directed others to notifythe

Saudi Foundation'sDirectorGeneral that HealthSouth wouldpay him a bribe.

12. In or aboutJuly 2000, defendants ROBERT E. TIIOMSONand JAMESC. REILLY, and

others,agreedto pay a bribeof $500,000 per year to the SaudiFoundation's DirectorGeneral by
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transferring funds from HealthSouthto the SaudiFoundation's Director General throughthe

Australian Entity.

13. In or aboutJuly 2000, defendantROBER.T E. THOMSONand others informedtheChief

Operating Officer of the AustralianEntitythat shewouldbe required to sign a consulting

contractto be executedbetweenthe Australian Entityand the Saudi Foundation's Director

General.

14. On or about September20,2000, defendant JAMESC. REILLYprepared an initialdraft

ofa sham"consultingcontract" betweenthe Australian Entityand the Saudi Foundation's

DirectorGeneral.

15. On or about September22, 2000,defendant JAMESC. REILLYcausedalterations to be

made to the draftofthe sham "consultingcontract," includinga change requiring that the Saudi

Foundation'sDirector Generalbepaid in advance of anyservices rendered.

16. On or about September27, 2000,defendant JAMESC. REILLYcommunicated with the

Chief Operating Officerof the Australian Entityconcerningthe sham "Consulting contract"

17. On or about September27,2000, defendant JAMESC. REILLYtransmittedby wirea

reviseddraft of the sham "consultingcontract"to an attorneyfor the AustralianEntity.

18. On or about October2, 2000, defendant JAMES C. REILLYcaused a copyof the final,

partiallyexecutedsham "consultingcontract,"underwhichthe Saudi Foundation's Director

General was to be paid 5500,000per year, to be circulated to defendantROBERTE.

rnOMSON, and others, and caused a copy to be placed in HealthSouth's files.

19. In or about December2000, defendant ROBERT E. TIIOMSON directed others to

requestthat the Saudi Foundation's DirectorGeneral cause the Saudi Foundationto makea
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S6,OOO,ooO payment to HealthSouth in advanceof the date such payment'was due under the

terms of the Saudi Contract, in return for a promisethat HealthSouthpay the Saudi Foundation's

DirectorGeneral the first payment under the sham "consultingcontract" before it was due.

20. On or about December20,2000, after the Saudi Foundation's Director Generalcaused

the SaudiFoundation to pay 56,000,000to HealthSouth before that paynient was due underthe

Saudi Contract,defendant ROBERT E. THOMSON caused HealthSouth to wire funds to the

AustralianEntity in order to fund the firstpayment to the Saudi Foundation's DirectorGeneral

under the sham "consulting contract" in the amountof$500,000.

21. Inor about May 200I, defendantROBERT E. THOMSON and others instructedthe

Chief OperatingOfficer of the AustralianEntitynot to contact the Saudi Foundation's Director

Generalconcerninghis lack ofpcrfonnance underthe sham"consulting contract."

22. On or about January 9,2002, pursuantto the sham"consulting contract," defendants

ROBERT E. THOMSONand JAMES C. REILLY. and others, caused HealthSouth to wire funds

to an intermediaryin order to fund the secondpayment ofS500,OOO to the Saudi Foundation's

DirectorGeneral.

23. On or about February 24, 2003, pursuantto the sham"consulting contract," defendants

ROBERTE. THOMSONand JAMES C. REll.LY,and others, caused. HealthSouth to wirefunds

to an intermediaryin order to fund the thirdpayment ofapproximatelyS525,915.26 to the Saudi

Foundation's Director General

All in violation ofTitle 18, UnitedStatesCode, Section 371 and Title 18, UnitedStates

Code, Section2.
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COVNT2
Travel Act

Tttle 18. Vailed States Code. Sedlop 1252

1. TheGrandJury repeats and re-alleges theallegations contained in paragraphs 1 through

11 of the Introduction to this Indictmentas thoughfullyset out herein.

2. Onor aboutSeptember27, 2000, within JeffersonCounty in the NorthernDistrictof

Alabama, and elsewhere, the defendants

ROBERT E. mOMSON and
JAMES C. REILLY

did use andcause to beused a facility in interstate and foreign commerceto wit:a wire

transmission fromBirmingham, Alabamato Melbourne, Australiatransmittinga draft of the

sham"consulting contract"withthe intentto. promote, manage,establish,carry on, and facilitate

the promotion, management, establishment and carrying on ofan unlawfulactivity, to wit:

briberyin violationof§ 13A-II-120 of the Alabama Criminal Code; and thereafterdid perform

and attemptto performand cause the performance and attempted perfonrianceofan act to

promote, manage, establish.and carry on, and to facilitate the promotion,management.

establishment and carryingOn ofsaid unlawful activity.

All in violationofTitle 18, United StatesCode,Section 1952and Title 18, UnitedStates

Code,Section2.
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COUNTS3 and 4
Boob. RecordL u d Ammptl YJoIations

Title 15. Upited Statp Code. Seetin, 78mCb)(2)

1. TheGrandJury repeats and re-alleges theallegations contained in paragraphs ) through

II of the Introduction to this Indictmentas though fullyset outherein,

2. Onor about the dates set forthbelowforeachofCounts3 and 4, within JeffersonCounty

in theNorthern DistrictofAlabama.and elsewhere, the defendants,

ROBERT E. THOMSON and
JAMES C. REILLY,

then officers, agents and employees ofHealthSouthCorporation, an issuerofa class of'securities

registered underSection 781 ofthe Securities Exchange Act of 1934,knowinglyand willfully

causedHealthSouth to fail to make and keepbooks, records, and accountswhich, in reasonable

detail,accurately and fairlyreflectedthe transactions and dispositions ofHealthSouth's assets, to

wit: the defendants THOMSON and REILLY causedfalseentries to be reflectedon the books

andrecordsof HealthSouth, as describedbelowfor eachsuch count

3. Theallegations ofparagrapbs 1 through2 aboveare re-allegedfor each afCounts 3 and 4

belowas thoughfullyset out therein.

Count Date Nature of the false and fraudulent entry

3 12120100 A wire transferrequestform for a $500,000disbursement to the
Australian Entityfor "consulting services"concealedthat the money
was intended to fund the first paymentto the Saudi Foundation's
DirectorGeneral

4 1131101 Ajournal entryrecording a $500,000 disbursement to the Australian
Entity for professional fees concealed that the moneywas intended to
fund the firstpayment to the SaudiFoundation's DirectorGeneral.
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All in violation ofTitle IS, United States Code, Section 78m(b)(2) and Title 18, United

States Code, Section 2.
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NOTICE OF SPI!'&IAL FINDINGS

supervisor of a criminal activity;

1. Withrespectto eachcountof the Superseding Indictment:

I
(a) Defendant ROBERT E. THOMSON was anorganizer, leader, manager, or

!

!
I

(b) Defendants ROBERT E. THOMSON and lAMES C. REIILY eachabused their

positions of publicandprivate trustand defendant lAMES! C.REll..LY used

special skills in a manner thatsignificantly facilitated the lmmiSsion and
!

concealment of the offenses.

2. Withrespectto Counts I and 2 of theSuperseding Indictment, the!value of the improper
i

benefit conferred on HealthSouth by thepayment of thebribeto the Saudi,Foundation's Director

General exceeded 57,000,000.

3. Withrespectto Counts 1, 3, and 4 ofthe Superseding Indictment:
I

(a) the loss to HealthSouth asa resultof payment of the bribe to the Saudi

I
Foundation'sDirectorGeneral exceeded Sl,OOO,OOO;

(b) the offenseinvolved sophisticated means; and

i
(c) a substantial part of the offense wascommitted fromoutsidetheUnitedStates.

i
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~!ru....1--.;,iCE H. MARTIN
United StatesAttorney
Northern District ofAlabama

~~~
Assistant United StatesAttorney
Northern Districtof Alabama

JOSHUA R. HOCHBERG
Chief. FraudSection!
Criminal Division :
United States Deparnnentof Justice

I

~
~

\.--..... --.
by: "'-J

IAMc:ATHANAS
TrialAttorney. FraudSection
Criminal Division I
United StatesDepartment of Justice

I
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