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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF OHIO

EASTERN DIVISION

In re: ) Case No. 10-62857
)

Monroe L. Beachy, ) Chapter 7
)      

Debtor ) Judge Russ Kendig
____________________________________)

)
Daniel M. McDermott, )
United States Trustee, )

)
Plaintiff, ) Adv. Proceeding No. _________

v. )
)

Monroe L. Beachy, )
 )

Defendant )
____________________________________)

COMPLAINT TO DENY DISCHARGE 

Plaintiff, Daniel M. McDermott, United States Trustee for Region 9, (“Plaintiff”) brings

this action pursuant to sections 727(a)(2)(A), 727(a)(3),  727(a)(4)(A),  727(a)(4)(D),  and

727(a)(5), of Title 11 to deny the Chapter 7 discharge of Monroe L Beachy (“Defendant”), debtor

in underlying bankruptcy case no. 10-62857 (the “Underlying Case”) and for such other relief as

may be just and proper.  In support, Plaintiff states:

1. This adversary proceeding is brought pursuant to 11 U.S.C. § 727 and Fed. R.

Bankr. Pro. 7001 to deny Defendant’s Chapter 7 discharge.  This Court has jurisdiction over this

matter pursuant to 28 U.S.C. § 1334.  This is a core proceeding pursuant to 28 U.S.C.

§ 157(b)(2)(A) & (J).  Venue is proper pursuant to 28 U.S.C. § 1409(a).
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2. Plaintiff has standing to be heard pursuant to 11 U.S.C. §§ 307 & 727(c)(1).

3. This complaint is timely pursuant to Federal Rules of Bankruptcy Procedure

1017(e)(1) and 4004(b).

4. On June 30, 2010 (the “Petition Date”), Defendant filed a voluntary petition for

relief from his debts under Chapter 7 of Title 11 in the Underlying Case. 

5. Anne Piero Silagy (the “Trustee”) was appointed as the Chapter 7 trustee to

administer this estate in the Underlying Case.  The section 341 meeting of creditors was held and

concluded on August 25, 2010.

DEFENDANT DID BUSINESS AS A & M INVESTMENTS

6. Upon information and belief, since at least 1986, Defendant operated as an

unlicensed broker/dealer of securities doing business under the name “A & M Investments,” which

initials stand for Adrian (Kaufman) and Monroe (Beachy).

7. On information and belief, A & M Investments is not duly organized or constituted

as a corporation licensed to conduct business in Ohio or any other state.

8. Upon information and belief, Defendant and Adrian Kaufman did business as

A & M Investments from its inception until on or around November 2000, at which time Defendant

solely conducted business under the name A & M Investments without Kaufman’s participation.

9 Defendant continued to do business as A & M Investments in June 2010.

DEFENDANTS’ FIDUCIARY RELATIONSHIP TO HIS CREDITORS

10. The overwhelming majority of Defendant’s creditors  are persons who intended to

invest their money with the Defendant and/or A & M Investments (the “Investors”).
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11. The Investors turned over their money (the “Investors’ Funds”) to the Defendant

with the expectation that Defendant would serve as the Investors’ fiduciary, investing and

managing the Investors’ Funds on the Investors’ behalf.

12. Both Defendant and the majority of the Investors are members of certain religious

congregations popularly recognized as the Amish, Mennonite, and associated churches

(collectively, the “Plain Community”).

13. Defendant deposited the Investors’ Funds into financial accounts held in the name

of Defendant and/or “A & M Investments,” and also purchased securities and other commercial

instruments held in the name of Defendant and/or “A & M Investments.”

14. Upon information and belief, Defendant falsely represented to at least some of

the Investors that he was investing significantly all of the Investors’ Funds into securities issued

by the Government National Mortgage Association (“Ginnie Mae Securities”).

15. Upon information and belief, Defendant deposited or invested the Investors’

Funds in a variety of financial accounts and instruments, including checking and savings accounts,

personal loans, mutual funds, stocks, bonds, margin accounts, and certificates of deposits.

THE DEFENDANT’S INSOLVENCY

16. At some point, the aggregate of the Investors’ claims based on stated rates of return

materially exceeded the total market value of assets held by Defendant in his name and/or “A & M

Investments,”. 

17. Defendant scheduled unsecured claims totaling $33,252,343.78.  Amended

Schedule F.  Defendant identifies two thousand, six hundred and ninety-eight (2,698) unsecured

creditors.  Id.
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18. Upon information and belief, the Trustee has liquidated all financial accounts

disclosed by Defendant that were in the name of Defendant and/or “A & M Investments,” and has

recovered approximately $16,392,000, or roughly fifty percent (50%) of the unsecured debts

represented on Schedule F.

19. At the meeting of creditors, Defendant testified that around the year 2000 “some

investments were made that I [the Defendant] did not approve of.”  According to Defendant, the

unauthorized investments were purchases of “dot com” securities or similar financial instruments

(i.e., instruments associated with companies whose products and services were related to the

internet) (the “Dot Com Securities”). 

20. At the meeting of creditors, Defendant testified that, in hindsight, “I [the

Defendant] should have tracked down [those investments] immediately, gotten advice from other

people and possibly shut down at that point.”

21. At the meeting of creditors, Defendant testified that Paul  Chironis, a registered

broker/dealer, used Investors’ funds to purchase the Dot Com Securities without the Defendant’s

authorization.

22. At the meeting of creditors, Defendant testified that he did not sever his relationship

with Paul Chironis after discovering that Mr. Chironis purchased the Dot Com Securities , but

rather continued to conduct business with Mr. Chironis up through the Petition Date.

23. Defendant has been insolvent since at least December 2001. 

24. Upon information and belief, Defendant was insolvent as early as July 1998.
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DEFENDANT OPERATED A & M INVESTMENTS AS A PONZI SCHEME

25. Upon information and belief, after such time that Defendant knew that he was

insolvent, Defendant continued to do business as A & M Investments.

26. Upon information and belief, after such time that Defendant knew that he was

insolvent, Defendant failed to disclose to the Investors that he was insolvent.

 27. Upon information and belief, after such time that Defendant knew that he was

insolvent, Defendant accepted additional deposits by the Investors.

28. Upon information and belief, after such time that Defendant knew that he was

insolvent, Defendant accepted deposits from new investors.

29. Upon information and belief, after such time that Defendant knew that he was

insolvent, Defendant solicited new investors with the specific intent to use their funds to dilute

prior losses.

30. Upon information and belief, after such time that Defendant knew that he was

insolvent, Defendant solicited new investors with the specific intent to generate new capital

sufficient  to pay the claims of the earlier investors.

31. Upon information and belief, after such time that Defendant knew he was insolvent,

Defendant accepted deposits from new investors without disclosing Defendant’s insolvency or

the extent of his indebtedness.

32. Upon information and belief, after such time that Defendant knew he was insolvent,

Defendant fraudulently transferred funds to one or more Investors who sought to withdraw their

investments.  The amounts transferred and the balances represented to withdrawing investors

conformed to the initial deposits and Defendant’s stated rates of interest rather than the actual
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performance of the investments.

33. Within one year before the Petition Date, Defendant permitted funds to be

transferred to one or more Investors.  The amounts transferred and the balances represented to

withdrawing investors conformed to the initial deposits and Defendant’s stated rates of interest

rather than the actual performance of the investments.

34. Upon information and belief, Defendant knowingly and fraudulently conducted a

Ponzi scheme in the name of A & M Investments.

DEFENDANT’S FALSE REPRESENTATIONS TO INVESTORS

35. Until approximately the fourth quarter of 2009, Defendant issued individual monthly

performance statements to the Investors that represented each investor’s purportedly available

principal and accrued interest; thereafter, Defendant issued quarterly performance statements

(collectively, the “Performance Statements”).

36. Upon information and belief, after such time that Defendant knew that he was

insolvent, the aggregate amount of purportedly available principal and accrued interest that

Defendant disclosed to the Investors on the Performance Statements materially exceeded the

available funds on deposit.

37. Upon information and belief, after such time that Defendant knew that he

was insolvent, Defendant knowingly and fraudulently issued Performance Statements that

misrepresented the amount of principal and accrued interest available to the Investors.

38. Defendant has not turned over to the Trustee copies of the Performance Statements

or records of the monthly/quarterly disclosures of purportedly available principal and accrued
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interest Defendant disclosed to the Investors on the Performance Statements.

39 At the meeting of creditors, Defendant testified that he did not retain copies of the

Performance Statements.

40. Upon information and belief, Defendant has concealed, destroyed, or (at a

minimum) failed to keep or preserve copies of the Performance Statements and/or records of the

amounts of purportedly available principal and accrued interest as represented on the

Performance Statements that Defendant issued to the Investors.  Such act or failure to act is not

justified.

41. Upon information and belief, after such time that Defendant knew that he was

insolvent, Defendant concealed the losses by fraudulently transferring funds to withdrawing

Investors at a rate of return commensurate with the Defendant’s misrepresentations on the

Performance Statements.

DEFENDANTS’ RECKLESSNESS IN THE FACE OF INSOLVENCY

42. At the meeting of creditors, Defendant testified that he did not use the Investor

Funds to engage in riskier transactions after the purchase of the Dot Com Securities.

43. Defendant specifically testified that he never purchased securities on margin.

44. Upon information and belief, Defendant did purchase securities on margin.

45. As recently as April 2010, Defendant held assets with an equity balance of at least

$558,835 in a margin account in the name of “A & M Investments. . . Monroe L. Beachy” with

HFP Capital Markets LLC.
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46. Since at least 2002 and until July 2009, Defendant maintained a line of credit at

U.S. Bank in the name of A & M Investments.  As of December 19, 2005, the balance due on the

U.S. Bank loan was $2,400,000.  Between January 2008 and July 2009, Defendant made

payments on the loan that reduced the balance from $605,000 to zero.

DEFENDANT’S FINANCIAL SOPHISTICATION

47. At the meeting of creditors, Defendant described his educational background as

having finished the tenth grade of high school and having taken some classes from H & R Block.

48. Between approximately 1978 and 2000, Defendant owned and operated an H & R

Block Franchise.

49. Upon information and belief, Defendant has been an enrolled agent authorized by

the Internal Revenue Service to represent taxpayers in disputes with the Internal Revenue Service.

50. Defendant passed his Series 6 Exam in 1987. 

51. Between approximately 1987 through 2004, Defendant was a registered

representative of H. D. Vest Advisory Services, Inc., a registered broker/dealer.  He voluntarily

terminated his registration in 2004.

FAILURE TO KEEP OR PRESERVE ADEQUATE BOOKS AND RECORDS

52. Defendant has failed to provide the Trustee or Plaintiff with financial records that

explain satisfactorily the loss or deficiency of the Investors’ funds and the proceeds thereof.

53. Upon information and belief, Defendant failed to maintain books and records that

accurately disclose his financial condition or business transactions.
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54. Upon information and belief, Defendant’s books and records do not accurately

account for total funds invested versus the total market value of the investments, thereby obscuring

Defendant’s insolvency.

55. For December 1998, Defendant’s handwritten investment summary ledger (the

“Summary Ledger”) records a total investment market value of $23,633,629.40 versus aggregate

Investors’ accounts balances of $26,585,800.16, leading to a deficit of $2,952,170.76.

56. There are no pages in the Summary Ledger for the period from January 1999

through December 2000.

57. The Summary Ledger resumes at January 2001, but without client account balance

recorded against the total investment market value for any month until May 2010, which is the last

month recorded in the Summary Ledger.

58. Upon information and belief, Defendant mutilated or destroyed or (at a minimum)

failed to keep or preserve the Summary Ledger insofar as the Summary Ledger scrupulously

records the investment market values and consolidated Investors’ account balances for every month

from March 1986 through December 1998, contains no records from January 1999 through

December 2000, and thereafter records only the investment market values from January 2001

through May 2010.

FAILURE TO ADEQUATELY EXPLAIN LOSS OF ASSETS

59. Defendant scheduled unsecured claims totaling $33,252,343.78.  After liquidating

all disclosed accounts, the Trustee has recovered approximately $16,392,000—a difference of over

$16,860,000.

60. Defendant has failed to explain satisfactorily the loss or deficiency to meet the

claims of the Investors. 
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COUNT 1

61. Plaintiff incorporates the allegations contained in the preceding paragraphs of

this Complaint as if fully set out herein.

62. Section 727(a)(2)(A) provides in pertinent part:

[T]he court shall grant the debtor a discharge unless— . . . the debtor, with intent

to hinder, delay or defraud a creditor. . ., has transferred. . . or has permitted to

be transferred . . . property of the debtor, within one year before the date of filing

of the petition.

11 U.S.C. § 727(a)(2)(A). 

63. Defendant’s discharge of debts must be denied because Defendant, with intent to

hinder, delay or defraud one or more creditors, transferred property of the Defendant within one

year before the filing of the petition.

64. Within one year prior to the Petition Date and with the intent to hinder, delay, or

defraud creditors, Defendant transferred cash assets to one or more withdrawing Investors in a

manner consistent with the operation of a Ponzi scheme.  

COUNT 2

65. Plaintiff incorporates the allegations contained in the preceding paragraphs of this

Complaint as if fully set out herein. 

66. Section 727(a)(3) of the Code provides in applicable part that:

The court shall grant a discharge unless the debtor has concealed, destroyed,

mutilated, falsified, or failed to keep or preserve any recorded information,

including books, documents, records, and papers, from which the debtor’s financial

condition or business transactions might be ascertained, unless such act or failure

to act was justified under all circumstances of the case.

11 U.S.C. § 727(a)(3). 
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67. Defendant’s discharge of his debts must be denied because Defendant has turned

over to the Trustee certain records that are mutilated as a result of the removal or destruction of

discrete portions of the records dating to around the time of the initial insolvency.  The mutilated

recorded information prevents Defendant’s financial condition and business transactions from

being ascertained.   Defendant’s mutilation of the records is not reasonably justified.

COUNT 3

68. Plaintiff incorporates the allegations contained in the preceding paragraphs of this

Complaint as if fully set out herein. 

69. Section 727(a)(3) of the Code provides in applicable part that:

The court shall grant a discharge unless the debtor has concealed, destroyed,

mutilated, falsified, or failed to keep or preserve any recorded information,

including books, documents, records, and papers, from which the debtor’s financial

condition or business transactions might be ascertained, unless such act or failure

to act was justified under all circumstances of the case.

11 U.S.C. § 727(a)(3). 

70. Defendant’s discharge of his debts must be denied because Defendant has, at a

minimum, failed to keep or preserve recorded information from which the Defendant’s financial

condition or business transactions might be ascertained, and Defendant’s action or failure to act is

not reasonably justified.

COUNT 4

71. Plaintiff incorporates the allegations contained in the preceding paragraphs of this

Complaint as if fully set out herein. 
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72. Section 727(a)(4)(A) of the Code provides in applicable part that:

The court shall grant a discharge unless the debtor knowingly and fraudulently, in

or in connection with the case, made a false oath or account.

11 U.S.C. § 727(a)(4)(A). 

73. Defendant’s discharge of his debts must be denied because Defendant  knowingly

and fraudulently, in or in connection with his underlying bankruptcy case, made one or more false

oaths or accounts. 

COUNT 5

74. Plaintiff incorporates the allegations contained in the preceding paragraphs of this

Complaint as if fully set out herein. 

75. Section 727(a)(4)(D) of the Code provides in applicable part that:

The court shall grant a discharge unless the debtor knowingly and fraudulently, in

or in connection with the case, withheld from an officer of the estate entitled to

possession under this title, any recorded information including books, documents,

records, and papers, relating to the debtor’s property or financial affairs.

11 U.S.C. § 727(a)(4)(D). 

76. Defendant’s discharge of his debts must be denied because Defendant withheld

from an officer of the estate entitled to possession under this title certain recorded information

relating to the Defendant’s property or financial affairs. 

COUNT 6

77. Plaintiff incorporates the allegations contained in the preceding paragraphs of this

Complaint as if fully set out herein. 
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78. Section 727(a)(5) of the Code provides in applicable part that:

The court shall grant a discharge unless the debtor has failed to explain

satisfactorily, before the denial of discharge under this paragraph, any loss of assets

or deficiency of assets to meet the debtor’s liabilities.

11 U.S.C. § 727(a)(5). 

79. Defendant’s discharge of his debts must be denied because Defendant has failed to

satisfactorily explain a loss of assets or deficiency of assets to meet the Defendant’s liabilities. 

WHEREFORE, the United States Trustee asks this Court to deny the Defendant’s

discharge under 11 U.S.C. § 727(a)(2), 11 U.S.C. § 727(a)(3), 11 U.S.C. § 727(a)(4)(A),

11 U.S.C. § 727(a)(4)(D), and/or 11 U.S.C. § 727(a)(5), and for such further relief as this Court

deems just and proper.

Respectfully submitted,

Daniel M. McDermott     
United States Trustee Region 9

by:     /s/ Scott R. Belhorn            
Scott R. Belhorn (#0080094)
Trial Attorney
Department of Justice
Office of the U.S. Trustee
H.M. Metzenbaum U.S. Courthouse
201 Superior Avenue, Suite 441
Cleveland, Ohio 44114-1240
(216) 522-7800 Ext. 260
(216) 522-7193 (fax)
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