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UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA
Criminal No. 08:08CR00304-001(RHK)

United States of America,
Plaintiff,
v.

DEFENDANT’S POSITION
REGARDING SENTENCING

Deanna Lynn Coleman,
Defendant.
________________________________________________________________________
Defendant Deanna Lynn Coleman’s position regarding sentencing is quite simple:
She should be given a sentence that does not include a Bureau of Prisons disposition.
The seven compelling reasons for this request are these: (1) Before Ms. Coleman came
to the government, she had other options. She had immediate access to millions of
dollars. She could have cashed in her chips and fled to any number of countries that do
not extradite to the United States rather than running the risk of a prison sentence. (2)
Instead, she chose to do the right thing and on September 8, 2008, she met with the U.S.
Attorney in Minneapolis armed with a 5” thick stack of documents that laid out a $3.5
billion fraud case for the government on a silver platter. (3) In its proffer agreement with
Ms. Coleman, the government specifically agreed that based on her level of cooperation
she may warrant a recommendation of a non-prison sentence. 1 (4) Ms. Coleman’s
subsequent cooperation was unprecedented and staggering. She contributed 437 and ¾
hours of high value cooperation and the government agrees that her assistance was

1

See Exhibit A, Proffer Letter dated September 8, 2008 and signed by Deanna Coleman, Allan Caplan
and Frank J. Magill, Jr., Assistant United States Attorney.
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extraordinary and unprecedented. 5) The government has a long history of rewarding
cooperating witnesses with extremely generous sentences. Typically this has occurred in
cases where the informants only agreed to cooperate after the criminal schemes were
detected or they were serving lengthy prison sentences or had already been indicted. (6)
Ms. Coleman came forward at a time when Tom Petters (hereinafter “Petters”) was not
on the government’s radar for any illegal activity, let alone a Ponzi scheme that is the
largest fraud ever prosecuted in the State of Minnesota and one of the largest fraud cases
ever prosecuted in the United States. By coming forward when she did, she stopped cold
any additional large-scale funds from being raised and dissipated by Petters’ scheme. (7)
Finally, a sentence without a Bureau of Prisons disposition will encourage future
whistleblowers, who may be privy to inside information about existing but yet undetected
fraud, to come forward and assist authorities. The government agrees that Ms.
Coleman’s cooperation was staggering. Ms. Coleman respectfully requests that this
Court will make an independent determination of the magnitude and significance of her
assistance and sentence her to a non-Bureau of Prisons Disposition.
ARGUMENT
I.

Before approaching the authorities, Ms. Coleman had other options
that would not have placed her at risk of criminal prosecution and
incarceration.

When Ms. Coleman approached authorities she had access to millions of dollars.
She could have just as easily cashed in her accounts and fled to any number of countries
that do not have extradition treaties with the United States. She could have lived her
remaining life in the lap of luxury funded by her ill-gotten gains. The United States does
not have a bilateral extradition treaty with more than 80 countries, which include the
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Maldives, Montenegro, and Morocco, to name a few. 2 Fleeing to any one of these
countries may be seen as preferable to even a day in a federal prison facility. With the
money that Ms. Coleman had available to her, she could have relocated free from concern
about “facing the music,” for her involvement in the Petters Ponzi scheme.
II.

The Government signed an agreement stating that it would consider a
sentence that did not include a Bureau of Prisons disposition if Ms.
Coleman were to cooperate.

Instead of cashing in her chips and fleeing the country, on September 8, 2008, Ms.
Coleman and her attorney walked into the United State’s Attorney’s Office armed with
information about the existence of a $3.5 billion dollar Ponzi scheme perpetrated by Ms.
Coleman’s employer, Petters, a famous local businessman with a trusted reputation in the
community. The government responded eagerly. Without yet knowing the staggering
quality or quantity of information that Ms. Coleman was about to provide, the
government outlined the terms and conditions of any subsequent meeting with Ms.
Coleman as well as consideration for the information she could provide. In that proffer
letter, dated September 8, 2008, the Government wrote:
The purpose of this letter is to provide you with an opportunity to
provide the government with information regarding a large scale fraud.
We understand that you may have some degree of criminal culpability
with respect to the fraud that you now wish to reveal. In reliance upon
your attorney’s representation that you were working at the direction of
2

See Exhibit B, Extradition To and From the United States: Overview of the Law and Recent Treaties,
Michael John Garcia, Legislative Attorney, Congressional Research Service, March 17, 2010, Appendix B,
at 43, listing the following countries that do not have a bilateral extradition treaty with the United States:
Afghanistan, Algeria, Andorra, Angola, Armenia, Azerbaijan, Bahrain, Bangladesh, Belarus, Benin, Butan,
Bosnia and Herzegovina, Botswana, Brunei, Burkina Faso, Burundi, Cambodia, Cameroon, Cape Verde,
the Central African Republic, Chad, China (People's Republic of China), the Union of the Comoros,
Croatia, Côte d'Ivoire, Djibouti, Equatorial Guinea, Eritrea, Ethiopia, Georgia, Guinea, Guinea-Bissau,
Indonesia, Iran, Kazakhstan, Korea, North, Kuwait, Kyrgyzstan, Laos, Lebanon, Libya, Macedonia,
Madagascar, the Maldives, Mali, Mauritania, Moldova, Mongolia, Montenegro, Morocco, Mozambique,
Namibia, Nepal, Niger, Oman, Qatar, the Russian Federation, Rwanda, Samoa, São Tomé & Príncipe,
Saudi Arabia, Senegal, Serbia, Somalia, Sudan, Syria, Taiwan, Togo, Tunisia, Turkmenistan, Uganda,
Ukraine, United Arab Emirates, Uzbekistan, Vanuatu, Vatican City, Vietnam, Western Samoa, Yemen, and
Zaire.
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another individual, and subject to confirmation of his representation, we
have agreed to the following: if, after considering the full details of the
fraud, your personal culpability and the full value of the cooperation you
provide, this Office determines to prosecute you for your conduct, you
will be charged with one count of conspiracy under Title 18, United States
Code, Section 371. You will also be allowed to enter into a cooperation
agreement with the government in conjunction with a plea agreement to
resolve any such charge. Based on the level [of] cooperation and the
disclosure of the fraud, the government would consider making a
recommendation for a non-Bureau of Prisons disposition. 3
Not only did the government state that it would consider recommending a nonprison sentence, in the proffer letter, the government also added that “we have agreed to
consider [the possibility that you should not be prosecuted].” These were hardly standard
provisions in a proffer agreement. Even after the government knew the extent of Ms.
Coleman’s participation in the fraud, a month later, on October 8, 2008, at the time she
pleaded guilty, the government in her plea agreement continued to urge that “it will
exercise its discretion in good faith” in connection with a 5K1.1 motion for a downward
departure based on the full extent of Ms. Coleman’s cooperation. 4
III.

The level of Ms. Coleman’s cooperation was staggering and
unprecedented.

Having agreed to consider not even charging her in connection with this $3.5
billion Ponzi scheme, the government listened as Ms. Coleman presented to them the
biggest case of their careers, detailing the extent of a multi-billion dollar fraud. Ms.
Coleman told law enforcement that she worked for Petters Company, Inc. (“PCI”). As an
employee of PCI, and at the direction of Petters, the owner and president of this
company, Ms. Coleman fabricated phony purchase orders used to induce third parties to
provide the company with billions of dollars in loans. The documentation purported to

3
4

See Exhibit A, at 2 (emphasis added).
See Exhibit C, Plea Agreement, dated October 8, 2008, at 9.
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memorialize the purchase of merchandise by PCI from two supplier companies. PCI then
told the third-party lenders that they would resell the merchandise to “big box” retailers.
These transactions were entirely fictitious. Ms. Coleman also outlined the identities and
roles played by her co-conspirators.
As the scheme grew, Petters purchased and operated other real companies, using
the ill-gotten gains of his Ponzi scheme to purchase and run these companies, which
included Petters Warehouse Direct, RedTag, Fingerhut, Polaroid and Sun Country
Airlines. This allowed Petters to create and maintain his façade as a successful
businessman.
Petters was obviously capable of smooth-talking sophisticated investors out of
billions of dollars. He also convinced Ms. Coleman that his exit strategy involved selling
off his successful companies such as Sun Country and Polaroid, paying back all the
investors and no one would be any the wiser. When she no longer believed he would
ever be capable of paying his investors back, Ms. Coleman brought this case to the
government.
Petters fraudulently secured more than $3.5 billion over the course of more than
13 years. Many innocent people lost their entire life’s savings. During the course of his
Ponzi scheme, Petters also recruited several others to participate in his fraud, almost all of
whom were later indicted as co-conspirators. For her efforts, Ms. Coleman and her coconspirators received millions of dollars. The vast majority of the fraud proceeds were
used to fund the operations of other legitimate companies owned by Petters, to pay others
who assisted in the fraud scheme, and to fund Petters’ extravagant lifestyle.
At the time Ms. Coleman first revealed the Ponzi scheme to the government, there

5
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had not been so much as a hint of illegal activity surrounding either Petters or his many
corporations. In fact, Petters was perceived by many as a Horatio Alger story come to
life. He was a self-made business man who started with little and grew an empire. He
was a trusted member of the community known for his extreme generosity. There is little
doubt that he would have continued to raise large sums of money were it not for Ms.
Coleman putting an end to the Ponzi scheme. By coming forward when she did, Ms.
Coleman served up to government agents what may well be the largest case of their
careers.
At the initial proffer meeting, Ms. Coleman agreed to go undercover and record
Petters’ conversations so as to incriminate Petters and his cohorts in the underlying fraud.
Over the course of the following few weeks, Ms. Coleman recorded hours of
conversations with Petters, White and other co-conspirators, capturing them discussing
their financial crisis as well as the history of the scheme and their efforts to placate
investors and perpetuate additional fraud. Had Ms. Coleman not been so personally
involved in the scheme, she would never have been able to get close enough to Petters,
White, or anyone else in the corporation, to be privy to private conversations about
unlawful activities. The fact that she was “up to her eyebrows” in the Ponzi scheme put
her in a position of maximum utility to the government.
After the search of PCI and the seizure of records, Ms. Coleman combed through
hundreds of boxes of financial records relating to the fraudulent transactions and saved
investigators months of work by identifying relevant documents. In total, she recorded
over 437 hours of time spent personally on the investigation to assist in the prosecution of
not only her codefendants, but also herself. In addition, she helped and continues to this

6
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day assisting in the recovery of assets for the investors. Without her, the investigation
would have dragged out months, or even years, longer. Due exclusively to the high value
information she provided and the vast amount of evidence she helped compile, her coconspirators White, Catain, Reynolds, Wehmhoff, Katz, and Bell, had no choice but to
plead guilty at the soonest possible moment and attempt to secure some sentencing
consideration by cooperating with the government.
Furthermore, Ms. Coleman was the only individual, other than Petters, who was
authorized to access PCI’s bank account at M&I Bank, which was opened in 2001.
Because Petters was not about to cooperate with the investigation, Ms. Coleman was the
only person who could provide any detail on the $35,353,320,826.83 that was wired into
this account between January, 2003 and September, 2008. She was able to tell
authorities that although PCI was purportedly selling hundreds of millions of dollars
worth of merchandise, the vast majority of the deposits in the accounts actually came
from duped investors. The funds were largely used to pay previous investors; the rest
went to pay Coleman and other employees, to Petters’ personal accounts, and to fund
Petters’ companies. Ms. Coleman’s inside knowledge was essential to properly detail the
flow of billions of dollars that were funneled through the M&I Bank account.
Heralded as the prosecution’s “star witness,” Coleman took the stand against her
former boss in November of 2009 and detailed how Petters funneled money from PCI
into other business ventures, how the company took billions from hedge funds and other
investors, and how Petters and his cohorts lied to the people who trusted him. 5 Although
Petters tried to deny his involvement in the fraud, attempting to place blame on Ms.

5

See Exhibit D, Jim Freitag, Petters trial: Betrayed trust, hidden recorders, Star Tribune, November 3,
2009, at 1-4, available at http://www.startribune.com/business/68596582.html.
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Coleman and other employees, when he was in front of a jury of his peers, his charisma
failed him at the time he needed it the most.
Even after Petters’ trial, conviction, and sentencing, Ms. Coleman continues to
assist the victims of the scheme. For example, on July 14, 2010, she met with attorneys
from bankruptcy trustees and spent several hours answering questions regarding the flow
of funds into, and out of, PCI accounts. Attorney Jonathan Feldman, as representative of
the Trustee for two hedge funds, wrote that “I found Ms. Coleman to be cooperative; she
answered my questions in what appeared to be an open and forthright manner.” 6
On July 27 and 28, 2010, she was deposed in connection with Polaroid
Corporation, et al., v. Ritchie Capital Management, L.L.C., et al., Case No., 08-46617, a
case in front of the United States Bankruptcy Court, District of Minnesota. She spent two
days detailing the fraudulent transactions and testifying about the nature of the monies
that flowed to and from PCI. These dates represent just a fraction of the time she’s spent
assisting the investors who lost billions of dollars. She will continue to cooperate as
needed to provide any and all information necessary to assist Petters’ victims.
IV.

Having served the case up to prosecutors on a silver platter, Ms.
Coleman should benefit from the agreement she made with the federal
government.

To assess the staggering level of Ms. Coleman’s cooperation, before she was
charged and even after she pled guilty, requires close scrutiny of the deal Ms. Coleman
struck with the federal government before she provided any of this vital information. Not
only did the government state that it would consider recommending a non-prison
sentence based on her level of cooperation, in the actual proffer letter, the government
also wrote that “we have agreed to consider [the possibility that you should not be
6

See Exhibit E, Letter from Jonathan Feldman to Judge Kyle, dated July 30, 2010.
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prosecuted].” 7
The government agrees that Ms. Coleman’s cooperation was extraordinary.
Furthermore, Coleman was obviously charged and prosecuted in connection with her
conduct. She immediately pled guilty to one count of conspiracy to commit mail fraud
and agreed to forfeit essentially all of her worldly possessions. She now has a lifelong
felony conviction for conspiracy to commit mail fraud and is virtually penniless. Is there
another person in the history of fraud prosecution in the United States who has ever
rendered more substantial assistance to the government than Ms. Coleman in a situation
of this magnitude that was not even on the government’s radar?
Although the government will likely move for a downward departure pursuant to
U.S.S.G. § 5K1.1, Ms. Coleman urges this Court to make an independent determination
of the worth of Ms. Coleman’s assistance, take into account her agreement with the
prosecuting authorities, and give her a sentence without a term of incarceration. Under
U.S.S.G. § 5K1.1, a court can independently evaluate the significance and usefulness of
the defendant's assistance including the truthfulness, completeness, and reliability of any
information or testimony provided by the defendant, the nature and extent of the
defendant's assistance, any injury suffered, or any danger or risk of injury to the
defendant or his family resulting from his assistance, and the timeliness of the defendant's
assistance.
This Court must sentence Ms. Coleman to what it deems just, and it is only fair
that she benefit from the terms negotiated between herself and the government. Indeed,
on June 10, 2010, Special Agents Brian Kinney and Eileen Rice, Forensic Accountant
Josiah Lamb of the Federal Bureau of Investigation, and Kathy Klug of the Internal
7

See Exhibit A, at 3.
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Revenue Service-Criminal Investigation Division were awarded the 11th annual U.S.
Attorney’s Office Law Enforcement Recognition Award in appreciation for their “tireless
investigative efforts over a period of almost two years,” in the prosecution of the Petters
Ponzi scheme. 8 The government got the benefit of its original proffer agreement with
Ms. Coleman and has since been commended for its efforts.
Ms. Coleman acknowledges that she profited financially from the fraud, and was
indeed a major participant in the fraud for many years. But in fact had Ms. Coleman not
been so deeply entrenched in Petters’ Ponzi scheme, the quantity and quality of
information she could have provided to authorities could never have been as valuable as
it actually was. She would never have been able to record conversations between Petters
and his cohorts implicating themselves in the fraud. Because she was so intimately
familiar with the day-to-day workings of the Ponzi scheme, and was privy to information
and bank accounts that no one other than she and Petters had access to, she was able to
provide the government information of unprecedented value. The true measure of her
assistance is evidenced by the fact that the government was able to move forward in a
prosecution of this magnitude with lightning speed.
Although some may argue that Ms. Coleman merits a prison sentence in
connection with lengthy participation in Petter’s fraud, this Court is bound to follow the
Canons of Judicial Responsibility and must not be swayed by partisan interests, public
clamor or fear of criticism. 9 The Court should thus consider the staggering value to the
government of Ms. Coleman’s help and impose a sentence without incarceration.

8

See Exhibit F, Federal Bureau of Investigation, Department of Justice Press Release, June 8, 2010,
Federal Agents Honored by U.S. Attorney for Investigating Largest Financial Crime in Minnesota History,
available at http://minneapolis.fbi.gov/dojpressrel/pressrel10/mp060810b.htm.
9
See Model Code of Judicial Conduct, Canon 3.
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The Government has a history of rewarding cooperation that results
in the successful prosecution and conviction of the perpetrators of
widespread criminal schemes.

Salvatore “Sammy the Bull” Gravano was an underboss of the Gambino crime
family. 10 Although he admitted to participating in over 19 murders in his role within the
Gambino crime ring, he is best known as the man who helped bring down family boss
John Gotti by becoming an FBI informant and testifying against Gotti in 1992. 11 Not
only did he help destroy a notorious crime boss, his testimony at six subsequent trials
resulted in the conviction of 36 Mafia participants. 12 In exchange for this testimony, and
even in light of his confession to 19 murders, Salvator Gravano received a sentence of
five years and was even released early. 13 At his sentencing hearing both the judge and
prosecutor praised Gravano. Prosecutor John Gleeson told Judge Glasser that Gravano’s
testimony created a veritable flood of other organized crime members stepping forwards
to cooperate, including the acting boss and the under boss of the Lucchese Family: “He
has rendered extraordinary, unprecedented, historic assistance to the government.” 14
Was Ms. Coleman’s cooperation anything short of extraordinary, unprecedented, or
historic?
Judge Glasser also hailed Gravano’s bravery in coming forward to testify: “There
has never been so important a defendant in organized crime who has made the leap from
one social plane to another.” Judge Glasser said before imposing the sentence, “His
stature in organized crime is so unique. His unprecedented decision to cooperate
10

See Exhibit G, John J. Goldman, Gotti Accuser Sentenced to Five Years in Plea Deal, Los Angeles
Times, September 27, 1994, at 1, available at http://articles.latimes.com/1994-09-27/news/mn43689_1_organized-crime.
11
Id.
12
Id.
13
Id.
14
Id.
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encouraged others to cooperate.” 15 Was this not also the case with Ms. Coleman’s coconspirators? The successful prosecution of John Gotti was so important to United States
authorities that they were willing to let a person who confessed to participating in a mere
19 murders go free, and even praised him for his bravery and service at his sentencing
hearing, in order to take down the boss of a Mafia crime family.
Likewise, prosecutors provided similar inducements to witnesses during the
investigation and prosecution of Manuel Antonio Noriega. 16 Floyd Carlton faced life in
prison with no parole plus 145 years for flying cocaine into the United States as part of
Noriega’s drug ring. 17 His grand jury testimony, however, provided the backbone of the
1988 indictment against Noriega. 18 In exchange for his cooperation, he was released
after serving just three years in prison. 19 Furthermore, Prosecutors allowed him to
transfer his drug-related assets from Panama into the United States with no risk of
forfeiture or prosecution for unpaid taxes. 20 The government also paid him $211,000 to
support his wife, their three children and a nanny, and granted them permanent U.S.
residency and work permits. 21
Max Mermelstein helped smuggle 55 tons of cocaine worth $360 million into
Florida and Los Angeles and faced life in prison plus 90 years for his participation in the

15

Id.
See Exhibit H, Warren Richey, Noriega Trial Aids Criminals Traffickers Profit from Testimony Deals,
South Florida Sun-Sentinel, 1A, November 24, 1991, at 1, available at http://articles.sunsentinel.com/1991-11-24/news/9102180477_1_traffickers-prosecutors-drug-related-assets.
17
Id.
18
Id.
19
Id.
20
Id.
21
Id.
16
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Noriega drug scheme. 22 However, when he agreed to cooperate against Noriega he
emerged as the most important witness in the nation against what law enforcement
officials said was the most dangerous criminal organization in the world. 23
“He is probably the single most valuable government witness in drug matters in
the country today. I don't think it's possible to overstate the significance of his
testimony,” said James P. Walsh, head of the major narcotics section for the U.S.
Attorney's Office in Los Angeles at that time. 24
Mermelstein also testified in front of grand juries in New Orleans, Miami and Los
Angeles. 25 His accounts led to the indictments and convictions of some of the most
elusive and powerful drug lords in the world. These were the men who operated the
Columbian drug cartel that is believed to have been responsible for 75% of the cocaine
that was shipped into the United States at that time. 26
For his cooperation he spent two years in prison and has since been paid
$250,000. 27 In addition, taxpayers extended a total of $414,000 to support Mermelsteins’
wife, two children, and members of his extended family. 28
The government has a history of rewarding cooperation that results in successful
prosecution of massive criminal schemes. The United States was so desperate to convict
John Gotti, it let an admitted mass murderer go free because his testimony singlehandedly led to the successful prosecution of a crime boss. The testimony of known

22

Exhibit I, Kim Murphy, One Man’s Word Against World’s Most Dangerous Cocaine Cartel, L.A.
Times, July 6, 1987, at 4-5, available at http://articles.latimes.com/1987-07-06/news/mn-1315_1_cocainecartel; see also Exhibit HI at 2.
23
Exhibit I, at 1.
24
Id.
25
Id.
26
Id. at 1-2.
27
See Exhibit H, at 2.
28
Id.
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drug smugglers was of such benefit that they were not only given negligible prison
sentences but also given hundreds of thousands of dollars as consideration for the
information they provided against Manuel Noriega and other drug lords.
Ms. Coleman’s assistance is even more significantly striking highlighted against
the backdrop of Mermelstein, Carlton and Gravano. Unlike any of these men, she came
forward with information incriminating herself and others in a vast fraudulent scheme
before the government suspected any unlawful activity. She willingly placed herself
directly in the line of fire.
Had Ms. Coleman not been so deeply entrenched in Petters’ Ponzi scheme, the
quantity and quality of information she could have provided would have been worthless.
And like Mermelstein, Carlton, and Gravano, because she was so intimately familiar with
the day-to-day operation of the criminal enterprise, she was able to single-handedly serve
this case up to the prosecutors on a silver platter.
Ms. Coleman’s testimony to the authorities was essential in the successful
prosecution and conviction of the perpetrators of the largest Ponzi scheme uncovered in
Minnesota history, and indeed, one of the largest in the entire United States. She has
cooperated fully in the divestment of millions of dollars of her personal property.
Rewarding her with a non-prison sentence in this highly unique case would not be
unreasonable.
VI.

Ms. Coleman informed authorities about the Petters scheme before
any criminal activity was suspected, thereby saving investors billions
of dollars, and she would be entitled to a sentence departure under
U.S.S.G. § 5K2.16.

The Sentencing Guidelines specifically encourage rewarding one who comes
forward before a crime is discovered. Under U.S.S.G. § 5K2.16, a downward sentencing

14
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departure is warranted if “the defendant voluntarily discloses to authorities the existence
of, and accepts responsibility for, the offense prior to the discovery of such offense, and if
such offense was unlikely to have been discovered otherwise. . .” The same section notes
that the provision does not apply where the motivating factor is the defendant’s
knowledge that discovery of the offense is likely or imminent. U.S.S.G. § 5K2.16.
It is incontrovertible that Ms. Coleman contacted authorities before any law
enforcement agency suspected any unlawful activity. Furthermore, there is no doubt that,
absent Ms. Coleman’s confession, the fraud would have continued undetected for some
undetermined period of time. Its discovery was neither likely nor imminent. Although
Petters and his cohorts manifested concern in 2008 about the continued perpetration of
their scheme, PCI had survived detection in the past, even when investors incessantly
pressured Petters for an account of their monies. Petters survived numerous financial
storms and PCI emerged unscathed.
For example, in 2000, Petters delayed repaying GE Capital until he obtained
funds from other investors, even though GE was putting enormous pressure on him to
account for funds and was aware that the purported sales of electronics to Costco were
fraudulent. Among other things, he promised future payment, lied about the activities of
retailers, wrote checks from accounts with insufficient funds, and ignored investors. In a
series of telephone conversations and voicemails, Petters attacked GE for contacting his
retailers directly, and insisted they did not understand his business. When GE insisted
that Petters immediately pay off PCI’s credit line, he sent GE eight checks totaling $38.5
million. These checks bounced. In the meantime, however, he convinced other investors
to give him millions, thus buying the time he needed to assuage GE. Over the next few

15
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weeks, Petters was able to repay approximately $35 million in multiple installments to
GE and dodge a bullet.
This was only the beginning of Petters’ monetary crises. However, he was able to
keep the scheme afloat over the next several years by purchasing and operating other real
companies, creating a façade of a successful businessman, and lulling other investors into
providing billions of dollars through his charismatic personality and because he
maintained the air of legitimacy by his non-fraudulent activities.
By the end of 2007, Petters faced yet another financial crisis. He and his
associates were struggling to find additional funding by securing new investors and the
scheme was in danger of falling apart. PCI was in default on hundreds of millions of
dollars worth of notes held by a single investor, Lancelot Funds. Fortunately for Petters,
Lancelot Funds was operated by Gregory Bell. When Bell became aware that PCI was
late in paying its notes, he failed to report the delinquent funds to Lancelot investors and
instead agreed to extend repayment of the loans. He also conspired to conduct 86
fraudulent transactions that gave investors and potential investors the false impression
that PCI was paying its promissory notes on time.
Due to Bell’s participation, Petters’ fraud was able to continue undetected. Even
when faced with potentially crippling complications, Petters managed to keep the scheme
alive by recruiting additional cohorts. Petters lied his way through financial crises and
recruited others to help him hide his fraud. There is little doubt that he would continue to
smooth talk sophisticated investors out of hundreds of millions or even billions of dollars
more, having already weathered significant financial storms. The Petters empire may
have gone unchecked for months, or even years, if Ms. Coleman had not come forward.

16
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Ms. Coleman told authorities that, had she not come forward with information
about the fraud, Petters’ next endeavor was a plan involving the building of hotels where
he would have tried to secure additional investors. Hundreds of millions or even billions
of dollars could have been lost absent the help Ms. Coleman provided. When the search
warrant was executed by the Government on September 24, 2008, Petters was still
seeking new investment funds. Even though he had acknowledged the company’s
impending financial crisis, even after Petters faced criminal prosecution, he “continued to
assure numerous investors that they would be okay and that the investigation was
unfortunate, overblown, and unnecessary.” 29 The information Ms. Coleman provided to
authorities and the testimony she gave against her former boss at trial ultimately ended
Petters’ ongoing quest to fleece innocent victims of their money.
As recently as August 6, 2010, a Lakeville, Minnesota man was charged in U.S.
District Court in connection with operating an $80 million Ponzi scheme. 30 As clearly
evidenced by the massive fraud schemes that have only recently been detected, 31 if Ms.
Coleman had not approached authorities when she did, Petters’ scheme could have
continued for years before it unraveled, at the price of hundreds of millions or even
billions of dollars defrauded from innocent investors. While it is certainly true that the
scheme may have one day been discovered, how many of billions of dollars would have
been dissipated in the interim had not Ms. Coleman come forward when she did?
For the reasons discussed above, Ms. Coleman’s case also clearly falls outside the

29

See Presentence Report prepared in Ms. Coleman’s case, dated July 23, 2010, p. 14.
See Exhibit J, Abby Simmons, Feds allege Lakeville man ran $80 million Ponzi scheme, Star Tribune,
August 6, 2010, available at
http://www.startribune.com/local/south/100167514.html?elr=KArksUUUoDEy3LGDiO7aiU.
31
See Argument VII, below, for a complete discussion of the numerous Ponzi schemes that have been
discovered and prosecuted since Ms. Coleman first approached authorities on September 8, 2008.
30
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“heartland” of similar cases. She came forward to authorities before she was suspected
of any criminal activity and at the risk of being criminally liable for her participation in
the scheme. 32 A “heartland” type case certainly does not involve a person risking their
freedom and livelihood to take the scheme down before government authorities are aware
of any illegal activity, and while that person could still flee. Ms. Coleman was that
person. She risked her freedom, her livelihood, all her material possessions, as well as
her future, to set things right. A sentence without a period of incarceration is clearly
supported by the unique circumstances of this case.
VII.

Ms. Coleman’s sentence should encourage those still enmeshed in yet
undetected fraud to come forward with information about their
criminal activity.

Numerous Ponzi schemes have been discovered and prosecuted in the nearly two
years since Ms. Coleman first spoke with authorities, and there may well be still more
that remain undetected. The number of Ponzi schemes discovered in 2008 was startling. 33

32

The Sentencing Guidelines allows a departure from the range if the court finds “there exists an
aggravating or mitigating circumstance of a kind, to a degree, not adequately taken into consideration” by
the Sentencing Commission in formulating the Guidelines, § 3553(b). In United States v. Koon, albeit a
case decided before the mandatory guidelines were superseded by Booker, the United States Supreme Court
noted that Guidelines were formulated to apply to a “heartland” of typical cases and that it did not
“adequately ... conside[r]” atypical cases, 1995 U.S.S.G. ch. 1, pt. A, intro. comment. 4(b).
Even after Booker, the district court is still required to apply the Guidelines and to consider the
recommended sentence as one factor in its decision. Gall v. United States, --- U.S. ----, 128 S.Ct. 586, 596
(2007). One step in applying the Guidelines is to determine whether or not to depart from the range
specified in the Sentencing Table. See United States v. Sierra-Castillo, 405 F.3d 932, 936 n. 2 (10th
Cir.2005).
“Before a departure is permitted, certain aspects of the case must be found unusual enough for it to
fall outside the heartland of cases in the Guideline.” Koon v. United States, 518 U.S. 81, 98, 116 S.Ct. 2035
(1996); see also U.S.S.G. § 1A1.1 editorial note, ch. 1, pt. A, introductory cmt. n. 4(b) (“The Commission
intends the sentencing courts to treat each guideline as carving out a ‘heartland,’ a set of typical cases
embodying the conduct that each guideline describes.”). That is, whether the particular case lies within the
heartland of similar offenses is a threshold question that a district court must decide when determining
whether to grant a departure under the Guidelines.
33
See Exhibit K, Leslie Wayne, Troubled Times Bring Mini-Madoffs to Light, The New York Times,
January 28, 2009, at 1-2, available at
www.nytimes.com/2009/01/28/business/28ponzi.html?_4=1&pagewanted=print.
On January 28, 2009, the New York Times reported that in 2008, 15 Ponzi schemes were prosecuted by the
Forex Enforcement Task Force established by the Commodity Futures Trading Commission to prosecute
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The number of Ponzi schemes discovered in 2009 was staggering; that year, the number
of busted schemes quadrupled from 2008, with over 150 pyramid investment schemes
collapsing. 34 The 2009 schemes ranged in size from a few hundred thousand dollars to a
$7 billion scheme orchestrated by financier Allen Stanford, and a $1.2 billion scheme
operated by Florida lawyer Scott Rothstein. 35 Ponzi schemes are still being uncovered in
2010. For example, Jacksonville, Florida broker Wayne McLeod confessed to
investigators from the Securities and Exchange Commission on June 17, 2010, the details
of a Ponzi scheme that defrauded investors of $35 million. 36 On May 28, 2010,
Manhattan investment guru Ken Starr was arrested for allegedly perpetrating a $30
million fraud and Ponzi scheme, and the amount of the fraud is expected to grow as the
investigation continues. 37 Again, as recently as August 6, 2010, a Lakeville, Minnesota
man was charged in U.S. District Court in connection with operating an $80 million
Ponzi scheme. 38
Still more such schemes remain undetected. On February 14, 2010, CBS 60
Minutes correspondent Morley Safer reported that “even in this age of skepticism [after a

Ponzi cases where investors were told their money was being invested in foreign currencies. The article
also cites to numerous Ponzi schemes uncovered in 2008 and January 2009, including a $60 million Ponzi
scheme perpetuated by Democratic donor Norman Hsu, a $380 million scheme perpetrated by Nicholas
Cosmo, a $300 million scheme by Arthur Nadel, a prominent money manager in Florida, a $23 million
scheme perpetrated by George L. Theodule of Florida, a $100 million scheme in Idaho and a $50 million
scheme in Philadelphia.
34
See Exhibit L, Busted Ponzi Schemes Quadrupled in 2009, CBS News, Miami, December 28, 2009, at
1, available at http://www.cbsnews.com/stories/2009/12/28/business/main6031163.shtml. The article
notes that more than 150 illegal pyramid schemes were discovered in 2009, up from 40 in 2008.
35
See id.
36
See Exhibit M, Abel Harding, Jacksonville broker Wayne McLeod confessed to Ponzi scheme, The
Florida Times-Union, July 1, 2010, at 1, available at http://jacksonville.com/new/crime/2010-0701/story/jacksonville-broker-confessed-ponzi-scheme-death
37
See Exhibit N, Nelson Schwartz, Untangling a Ponzi Scheme with a Hollywood Twist, New York
Times, June 6, 2010, at 1-4, available at http://www.nytimes.com/2010/06/07/business/07starr.html
38
See Exhibit J.
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year of revelations about Bernard Madoff], Ponzi schemes like Madoff’s are thriving.” 39
The report cites to Ponzi schemes perpetrated by Madoff; Texas Financier Allen
Stanford, accused of a $7 billion Ponzi scheme; and Park Avenue attorney Marc Dreier,
the mastermind of a $400 million Ponzi scheme; and Petters himself. 40
People continue to lose millions in similar frauds and Ponzi schemes. Ms.
Coleman’s decision to unveil the criminal activity of herself and her co-conspirators
should be an incentive to current and future individuals who may be privy to information
about yet-undetected fraud. These individuals may lack the courage to come forward and
implicate themselves in fraudulent activity and thus risk a prison sentence. To a person
with no prior contact with the criminal justice system, even a day in federal prison
reflects considerable punishment. Individuals with no criminal history simply have no
concept of the often Draconian sentences that potentially accompany federal fraud cases
under the Federal Sentencing Guidelines.
In an interview on Minnesota Public Radio, Hank Shea, former U.S. Attorney and
current legal ethicist, in reference to the Petters case stated that:
The important thing I think for all of us to recognize is that the
reason this case came forward when it did was because one person stood
up and did the right thing and reported the wrongdoing to authorities. And
there are other people out there who are like Deanna Coleman. It’s a
question of courage. . . . There are other people who are out in our
community right now who are in the same position she was in who know
about people cheating on their taxes or stealing money from vulnerable
adults or lying to school officials. We need to create a culture and an
environment where they too will step forward and report wrong doing. 41

39

See Exhibit O, Pigeon Fever: Ponzi Schemes Still Thriving – 60 Minutes – CBS New, available at
htpp://www.cbsnews.com/stories/2010/02/11/60minutes/main6198863.shtml.
40
See id. at 2.
41
See Exhibit P, Interview with Assistant U.S. Attorney Hank Shea by Elizabeth Dunbar, Minnesota
Public Radio (Dec. 3, 2009), available at http://minnesota.publicradio.org/display/web/2009/12/03/pettersqa/.
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Mr. Shea is correct. Ms. Coleman’s sentence should send the following message
to others still enmeshed in fraudulent schemes: Society will stand by an individual’s
decision to risk their livelihood, all of their worldly possessions, and their freedom, to
step forward and contact authorities, to assist in a subsequent investigation and
prosecution, and to ultimately end criminal activities that affect innocent victims whose
life savings may be lost. If Ms. Coleman receives a prison sentence this Court will send a
message to potential whistleblowers that it is better to remain silent, to continue to hide
the criminal activity for as long as possible, or even to cash in one’s chips and forever
leave the country – at the price of millions of additional dollars lost from innocent
investors. The notion of a one or two-year prison sentence to those uneducated in the
Federal Sentencing Guidelines would not induce anyone to do anything.
CONCLUSION
This Court has the opportunity to do the right thing. Ms. Coleman and the
government agreed that if she cooperated with the government, and provided truthful and
accurate information, she may not be prosecuted, much less face future imprisonment.
Even after it knew the extent of her participation in the underlying fraud, the government
continued to commit to act in good faith in Ms. Coleman’s plea agreement executed a
month later. The government agrees that Ms. Coleman’s assistance was unprecedented
and extraordinary. Given the fact that Ms. Coleman approached authorities while the
fraud was still undetected, thereby saving future investors hundreds of millions or billions
of dollars, and the fact that her level of cooperation has been, and continues to be,
unprecedented, Ms. Coleman has earned a sentenced equally unprecedented. From the
moment Ms. Coleman decided to take this case to the government, and continuously over
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the next two years, she did the right thing in all respects. She respectfully urges this
Court to do likewise.
Respectfully submitted,
CAPLAN LAW FIRM, P.A.
Dated: August 16, 2010

s/ Allan H. Caplan
Attorney I.D. No. 14618
525 Lumber Exchange Building
10 South Fifth Street
Minneapolis, MN 55402
(612) 341-4570
acaplan@caplanlaw.com
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