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UNITED STATES DISTRICT COURT 

WESTERN DISTRICT OF TEXAS, WACO DIVISION 

 

FEDERAL TRADE COMMISSION, 
 

Plaintiffs, 
 
v. 
 
ASSAIL, INC., et al, 
 

Defendants. 
 

 CASE NO. W03CA007 
 
SUPPLEMENTAL FACTUAL 
MEMORANDUM IN SUPPORT OF 
ORDER TO SHOW CAUSE WHY 
RICHARD D. FRITZLER, SR., RICHARD 
D. FRITZLER, II AND NEVADA 
CORPORATE SERVICES, INC. SHOULD 
NOT BE HELD IN CONTEMPT 

 
 

Richard D. Fritzler, Sr. ("Fritzler Sr.") and Richard D. Fritzler, II ("Fritzler Jr.")1 are 

audacious, brazen money launderers.  Through two days of deposition testimony, Fritzler Sr. has 

admitted that his business practices include establishing business entities with no legitimate 

business purpose other than the illicit movement of funds, the use of false names with false 

identification papers, and the solicitation of homeless persons to act as directors and "paper" 
                                                 

1 Fritzler Sr. and Fritzler Jr. are sometimes collectively referred to herein as the 
"Fritzlers." 
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shareholders of the companies the Fritzlers establish.  He has also admitted that these bogus 

enterprises were used at his direction and/or in consultation with Kimoto to move millions of 

dollars in funds through these corporations without any legitimate business purpose for the 

transactions.  It is a portion of the funds laundered through the Fritzler enterprises at Kimoto's 

behest that is the subject of this contempt hearing. 

After this Court issued its order to show cause why the Fritzlers and Nevada Corporate 

Services, Inc. ("Nevada Corporate Services") should not be held in contempt of court for 

willfully violating its Temporary Restraining Order and Preliminary Injunction Order, the 

Fritzlers agreed to testify at deposition without invoking their Fifth Amendment privilege.  

Subsequently, on April 22 and April 23, 2004, the Receiver took Fritzler Sr.'s deposition.  At that 

time, Fritzler Sr. spun a fanciful tale by which he essentially acknowledged the Receiver's asset 

tracing set forth in the Receiver's show cause application, and admitted receiving $3,389,332.31 

from entities owned or controlled by Kyle Kimoto.2  Fritzler Sr. further admitted that the bulk of 

these funds were then transferred to five tiers of companies with the lion's share of the money, 

$2,869,652.49 received by Worldwide Creation Management3, which then routed it out to 

Animo, LLC, Tower Holdings, LLC and Par 3, Inc.  The Court was apprised previously that $2 

million of those funds were transferred as sham transactions to Animo, LLC, a company owned 

by James Fales, for which the Court has found James Fales to be in contempt of the Injunction 

Orders. 

The Fritzlers have created an accounting which almost tracks to the penny the 

$480,328.82 which the Receiver has contended is missing from Kimoto's money transferred 

through the Fritzlers' laundering operation.  The Fritzlers have prepared their own accounting, 

attached hereto as Exhibit 1, demonstrating that the missing funds actually total $481,182.50 (a 

 
2 Of this amount, Fritzler Sr. admitted that $418,035 came from Central Intel and Zentel.  

Fritzler Sr. did not acknowledge knowing that Kimoto owned or controlled these entities. 
3 Fritzler Sr. also claims that $105,000 of the $3,389,332.31 was used to invest in a 

company called Medi Online, although this assertion is false. 
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difference of less than $1,000).  This sum is essentially the Fritzlers' charge for moving this 

money for Kimoto.  The justification for the movement of Kimoto's funds can only support the 

conclusion that the funds were transferred as part of an illicit money laundering scheme.  As set 

forth hereafter, Fritzler Sr. describes the transfer of funds by a "rebate" company that never made 

any rebates, by a factoring company that never provided any factoring and by a consulting 

company which received transfers in excess of $1 million for manuals and tapes compiled by the 

Fritzlers that were worth roughly $700.  The funds retained by the Fritzlers for their "services" in 

assisting Kimoto to move millions of dollars of his ill-gotten gains should be turned over to the 

receivership estate, and the Fritzlers' failure to turn over those funds is a violation of the Court's 

Injunction Orders warranting a finding of contempt. 

Money Goes From Kimoto Entities to Spectrum Factoring 

Fritzler Sr. admitted that $1,672,798.77 was transferred from Kimoto entities into an 

entity named Spectrum Factoring Business Trust ("Spectrum Factoring").  Fritzler Sr. admitted 

that Spectrum Factoring never did any factoring for clients whatsoever.  A fictitious business 

name of Enterprise Rebate Management was set up for Spectrum Factoring which was 

specifically earmarked for Kimoto.  However, Fritzler Sr. also admitted that the purported rebate 

program never gave consumers any rebates whatsoever: 

Q. What is the nature of the business Spectrum 

Factoring dba Enterprise Rebate Management? 

A. Spectrum Factoring is a factoring company.  

Enterprise Rebate Management is a dba of that company. 

Q. When you say a factoring company, what do you 

mean? 

A. Spectrum will work with clients on factoring 

accounts receivable.  [p. 51, l. 25 – p. 52, l. 9.] 
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Q. With respect to those one or two other clients, did 

any of them use Spectrum Factoring in connection with the 

factoring of accounts receivable? 

A. That was the intent.  Whether they followed through 

completely, I'm not sure.  There may have been one that we set up 

a non-factoring business out of Spectrum Factoring, again, for 

expediency. 

Q. So you think there may be one other client in which 

you set up a non-factoring business out of Spectrum Factoring for 

expediency, correct? 

A. Could be. 

Q. But you can't recall any other clients that 

utilized the services of Spectrum Factoring in connection with 

the business of factoring accounts receivable, correct?  

A. Not by name. 

Q. Or at all?  You can't remember that was ever 

done for Spectrum Factoring, right? 

A. No. 

Q. Is that right? 

A. I guess not.  I can't remember them now, that's for 

sure.  [p. 72, l. 16 – p. 73, l. 14 (emphasis added).] 

 Q. Is Enterprise Rebate Management the dba that was 

used for a particular client of Nevada Corporate Services? 

 A. In that case, yes and no.  Because of the connection 

with Kimoto, there was more than one.  You know, technically we 

were doing business with more than one company, as I recall. 
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 Q. When you say more than one company – you have 

to let me get my complete question out.  When you say more than 

one company, you mean more than Kimoto company? 

 A. Yes. 

 Q. And all of the companies attributable to Kyle 

Kimoto utilize the Enterprise Rebate Management dba, correct? 

 A. For the rebate program, yes. 

 Q. So when you say for the rebate program, what do 

you mean? 

 A. Enterprise Rebate Management was not exactly a 

factoring company.  But we put it under Spectrum because it was 

convenient. 

 Q. So Spectrum Factoring was a business trust that 

factored accounts receivables? 

 A. It was set up to do that. 

 Q. And it was set up to do that for your clients? 

 A. Yes.  [p. 59, l. 2 – p. 60, l. 3.] 

 Q. And the only Kyle Kimoto-related entities which 

utilized Spectrum Factoring utilized them dba Enterprise 

Rebate Management, correct? 

 A. I believe that is correct. 

 Q. And Enterprise Rebate Management was set up 

to handle a rebate program for Kyle Kimoto, correct? 

 A. For some of the companies that he was 

associated with or referred into us, yes.  [p. 60, ll. 11-19 

(emphasis added).] 
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 Q. So when you say we, you mean Nevada Corporate 

Solutions, through you, talked to Kyle Kimoto about implementing 

the program? 

 A. Yes. 

 Q. And you were responsible for implementing the 

rebate program? 

 A. Well, it was a joint thought. 

 Q. Joint thought by you and Kyle Kimoto? 

 A. Yes.  [p. 61, ll. 2-12.] 

 Q. By participating companies, you meant the 

companies attributable to Kimoto's business? 

 A. Yes.  The companies that had written or wire 

transferred the funds to into that account. 

 Q. So the ones that wired the funds into the Spectrum 

Factoring account were the participating companies attributed to 

Kyle Kimoto? 

 A. Yes.  He was the one that was instrumental in 

bringing their money in.  Whether it was his or someone else's I 

don't know, but it emanated from him. 

 Q. And he directed the money into the Spectrum 

Factoring account? 

 A. As far as I understand, yeah.  He had control of that 

somewhere along the line.  [p. 67, l. 23 – p. 68, l. 12.] 

 Q. Did you take steps to determine the product that 

was being sold which was generating this rebate program? 

 A. No. 

 Q. Do you know what products were being sold? 

 A. I have no idea. 
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 Q. And did you ever know what products were 

being sold? 

 A. No. 

 Q. Now, the rebate agreement, which has been marked 

at Exhibit 4, mentions an attached financial schedule.  Was there 

an attached financial scheduled  to the original of this contract? 

 A. I don't recall seeing one. 

 Q. So to your knowledge, there were no, there was no 

financial schedule ever attached to the agreement we've marked 

Exhibit 4; is that right? 

 A. I don't know of any having been attached. 

 Q. So you were never aware of the retail amount of 

rebate to be paid; is that correct? 

 A. Correct. 

 Q. And you were never aware of the cost per sale to 

the client; is that right? 

 A. That is correct. 

 Q. And you were never aware of the projected 

minimum sales for the term of the offer, correct? 

 A. Correct. 

 Q. In fact, you were not aware of any of the details that 

were supposed to be placed onto the financial schedule attached to 

the agreement; is that right? 

 A. That's correct.  We were to manage the funds when 

they came in.  And how they decided to do it really wasn't our part 

of the deal.  So I don't think we did this document. 

 Q. And it didn't really matter to you how or in what 

manner the funds were generated or came in? 
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 A. All the information that we would need would come 

from them.  They would send us what money was supposed to 

come in.  They would send us what rebates were supposed to be 

made.  And that was all on their shoulders.  We did nothing but 

manage the cash flow. 

 Q. How did they tell you the amount of the rebates 

that were supposed to be made?  Was that done verbally or in 

writing? 

 A. There were never any rebates.  [p. 91, l. 1 – p. 93, 

l. 1 (emphasis added).] 

 Q. In fact, there was never any rebate claims made 

against any of the money that was ever paid into Spectrum 

Factoring; isn't that right? 

 A. Yes.  Kyle may have handled some that didn't 

get to us and get refunded.  I don't know.  We never paid any 

rebates. 

 Q. So this was a rebate program that never paid 

any rebates, correct? 

 A. 100 percent breakage.  [p. 102, ll. 2 – 10 

(emphasis added).] 

 Q. Wasn't there a – this is still money from a rebate 

program, right?  Correct? 

 A. As far as I understood, and as far as the way it 

turned out, it seems to be a rebate program in name only.  They ran 

a rebate program out of their companies that never had a claim.   

[p. 109, ll. 5-10.] 
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The Fritzlers Take a 10% Fee for Money Sent to Spectrum Factoring 

Fritzler Sr. admitted that his company, Nevada Corporate Solutions, was entitled to 10% 

of the money which flowed from Kimoto's entities into Spectrum Factoring.  The accounting 

prepared by the Fritzlers demonstrates that they took $166,958.77 out of the money received by 

Spectrum Factoring from the Kimoto entities.  Fritzler Sr. testified as follows: 

 Q. Describe for me in general the nature of the 

program. 

 A. The program was set up to create an entity that 

could make some profit.  And rebate programs historically are 

highly profitable programs.  Because they're usually, the rebate 

itself, which is a give-back of money, has some conditions that 

have to be met in order to qualify to get a rebate. 

  And there's a term that I've heard, I think 

summarizes it.  There's a certain amount of breakage in that while 

the money is set aside to pay the rebate and the individual is aware 

of the rebate at some point, not everybody sends in their coupons 

or does whatever is necessary, and that breakage then falls to the 

bottom line. 

 Q. And the breakage, meaning the breakage that falls 

to the bottom line is a profit for the merchant? 

 A. The rebate company. 

 Q. And the rebate company, in this case, was set up as 

a dba of Spectrum Factoring, correct? 

 A. Yes. 

 Q. So that rebate company, then, was for the benefit of 

Kyle Kimoto, correct? 

 A. Not exclusively.   
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 Q. Who else had an involvement in that rebate 

program? 

 A. We did. 

 Q. By "we," you mean Nevada Corporation Solutions? 

 A. Absolutely.  [p. 61, l. 17 – p. 63, l. 1.] 

 Q. My question -- earlier you testified that Nevada 

Corporate Solutions would keep ten percent of the net profit under 

the arrangement with its customers with respect to Spectrum 

Factoring? 

 A. That was a misstatement.  I guess I convolute "we" 

into one big envelope there.  And I know you want to be very 

precise, so if I was talking to a client, I would say that we are 

going to keep that ten percent, pay all the expenses, and probably 

infer Solutions.   

  In fact, Spectrum pays the expenses, the direct 

expenses, and they separate the funds and move the funds again 

through an ownership situation.  [p. 83, ll. 8-20.] 

 Q. Was the arrangement with Kimoto and the 

entities attributable to Kimoto an arrangement made by 

Nevada Corporate Solutions, or an arrangement made by 

Spectrum Factoring? 

 A. The arrangement was made by me. 

 Q. On behalf of Spectrum Factoring or Nevada 

Corporate Solutions? 

 A. Both. 

 Q. Was there a written contract that reflected the 

amount that you --  and I use you to mean any entity that Richard 
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Fritzler, Sr., has an interest in, was that arrangement reflected in a 

writing? 

 A. No. 

 Q. So it's a verbal agreement  that you have with a 

customer that you're going to retain ten percent of the net profits? 

 A. That is correct.  [p. 83, l. 25 – p. 84, l. 17 (emphasis 

added).] 

 Q. Let's slow down.  Was your share in other words the 

ten percent share of the net profits, responsible for payment of 

either the direct or indirect expenses? 

 A. Both.  Remember, the money comes in,  goes to 

Spectrum.  Spectrum basically divides the money ten and ninety. 

 Q. Does it divide the money gross or net? 

 A. A little bit of both.  But I try to balance it out so it 

comes out to ten and ninety.  [p. 154, ll. 12-22.] 

Money Goes From Kimoto Entities to Balanced Management Training  

and Consulting 

Much the same as Fritzler Sr. utilized Spectrum Factoring dba Enterprise Rebate 

Management as a second tier company to wash Kimoto's funds, he also used Balanced 

Management Training and Consulting Business Trust dba Bader MTC ("Balanced 

Management") to do the same thing.  Fritzler Sr. acknowledged that Balanced Management 

received $1,298,498.54 from entities owned and controlled by Kimoto.  The story he told for 

Balanced Management was that it provided management training and consulting "to help people 

run companies."  This training and consulting is, in actuality, the sale of manuals, books, records 

and tapes that are "priceless."  Once again, the incredible story in Fritzler Sr.'s own words: 

 Q. Let's go to Balanced Management Training and 

Consulting dba Bader, MTC.  What is the nature of that business? 



383729.2 12  
 

 A. They provide management training and consulting 

to help people run companies.  [p. 162, ll. 15-19.] 

 Q. And I see where it also says dba Bader MTC, was 

that a specific fictitious business name set up for the Kimoto 

affiliated entities? 

 A. It was set up, and then Kimoto's entities used it.  

But it was probably set up long before Kimoto. 

 Q. Was the dba Bader MTC a dba solely for the use of 

the Kimoto-affiliated entities? 

 A. Yes.  Whenever we do business with a client, we try 

to put it separate, for keeping track purposes, just like Enterprise 

Rebate, it's the same relationship all the way down the line.  The 

same type of relationship.  [p. 163, ll. 5-17.] 

 Q. What management training and consulting was 

done by Balanced Management for the Kimoto entities? 

 A. Well, it goes into several areas actually.  We have 

developed through research and whatever a basic program of 

business management, and reduced it to a couple of manuals.  

Along with that, we accessed a lot of books, records, tapes and 

other people's management skills. 

  We searched the market and reviewed various 

people's ideas on management of companies.  Dave Thomas from 

Wendy's comes to mind.  Tommy Hopkins.  There's a whole list of 

people out there that have created. 

  So we accessed all of that information and put it 

together in one package, which is what Bader furnished to the 

Kimoto companies that dealt with it. 
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 Q. When was this package furnished to the Kimoto 

companies? 

 A. It would have been early on in the relationship. 

 Q. So you basically delivered a set of --? 

 A. Manuals. 

 Q. Manuals? 

A. Manuals, books, records and tapes.  [p. 163, l. 22 

– p. 164, l. 22 (emphasis added).] 

 Q. Now, if I wanted to see the universe of manuals, 

books, records and tapes that the Kimoto entities received, would 

you have that? 

 A. Yes.  Or very close.  We may not have the exact 

same – you know, we bought these things in the market, and when 

you buy them, they're not always in print the next time you go 

back for them.   

 Q. How much did the Kimoto entities pay for the 

Balanced Management packet? 

 A. $1,298,498.54.  [p. 165, ll. 9-18 (emphasis added).] 

 Q. How was it determined that Kimoto and his entities 

would pay $1,298,498.54 for this package of manuals, books, 

records and tapes? 

 A. Mr. Kimoto had a motive to do that. 

 Q. What was his motive? 

 A. If he got that money into Balanced, Balanced was a 

highly profitable company.  The profit, the 90 percent could very 

well end up in his Roth. 

  So it's kind of an agreement.  We might have 

charged him two and half million.  We might have charged him 
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one and half million.  I don't remember, but that's all we got.  We 

didn't get all the money that was in the original contract. 

 Q. So there was an original contract whereby he would 

pay you more than $1,298,498.54 for the manuals, books, records 

and tapes? 

 A. I' m sure that it was far more than that. 

 Q. But he wasn't really paying for the manuals, books, 

records and tapes, he was paying for the right to join what 

appeared to be a very profitable enterprise, correct? 

 A. He was doing business with it.  His companies 

were. 

 Q. What I'm trying to focus on in terms of the value 

in the investment, was he really paying all this money for these 

manuals, books, records and tapes?  Or was he paying all this 

money because that would enable him to put a lot of money 

into his Roth IRA? 

 A. Both. 

 Q. How much of the $1,298,000 was being paid for 

the manuals, books, records and tapes? 

 A. Technically, all of it, because that's what they 

sold.  [p. 166, l. 7 – p. 167, l. 17 (emphasis added).] 

 Q. If you were to evaluate the value of the manuals, 

books, records and tapes which are given to the customers who buy 

them from Balanced Management, what would you estimate 

they're worth at? 

 A. They were priceless.  If you would follow 

everything that we gave you to follow, it would be priceless. 
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 Q. Can you just – what exactly are you getting again?  

You're getting a set of manuals? 

 A. You get manuals on how to manage a business. 

 Q. Who wrote those manuals? 

 A. We probably plagiarized some of it from various 

sources.  We compiled it.  [p. 168, ll. 9-23.] 

 Q. In total, how many books, records and tapes? 

 A. 70 or more. 

 Q. 70? 

 A. Yes. 

 Q. So you actually – did you and/or your company 

prepare the books? 

 A. No, no.  We bought them. 

 Q. Where did you buy the books from? 

 A. There are a lot of web sites that sell books.  And 

when you go through and you're looking for business management 

books, some self-improvement type, we just amassed.  That's why 

when I said we can't always reorder because some of them go out 

of print. 

 Q. Were any of the books, records and tapes prepared 

internally by Nevada Corporate Services? 

 A. No.  We only prepared the two manuals. 

 Q. So in addition to the two manuals, then, you gave 

to your customer, in this case the Kimoto entities, 

approximately 70 books, records, and tapes? 

 A. Yes. 

 Q. And how much did you pay for the 70 books, 

records and tapes? 
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 A. Boy, you ask tough questions for an old guy with 

a bad memory. 

 Q. Would the average book sell for $50? 

 A. No.  We bought them on the aftermarket.  We 

didn't go out and buy the most expensive.  We bought what we 

could access that made sense.  I would say probably under 10 

bucks. 

 Q. So the average book, let's say, is $10? 

 A. To us. 

 Q. To you?  And the records? 

 A. Same thing.  I'm lumping them all together, 

books, records and tapes. 

 Q. So you may have paid $700 for the books, 

records and tapes? 

 A. I may have, yes. 

 Q. I realize it could have been a few hundred 

dollars more, it could be a few hundred dollars less. 

 A. Okay. 

 Q. And then that, in addition to the two manuals, 

comprises the materials, the hard materials that are packaged 

up and sold by Balanced Management to its clients, correct? 

 A. Correct.  [p. 170, l. 21 – p. 172, l. 22 (emphasis 

added).] 

 Q. You said that Balanced Management was a very 

profitable entity; is that right? 

 A. That was after the fact.  I mean, we didn't know 

until we go forward that it's going to be profitable.  I thought it 

would be.  I was sure that it would be.  [p. 182, ll. 8-13.] 
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Therefore, Fritzler Sr. describes a factoring company that does not do factoring, a rebate 

company that does not give rebates, and a management training and consulting company that 

receives millions of dollars for after-market books, records and tapes worth a few hundred 

dollars. 

The Fritzlers Take a 10% Fee for Money Sent to Balanced Management 

As with Spectrum Factoring, the Fritzlers took a 10% fee for the money transferred by 

Kimoto into Balanced Management.  The accounting produced by the Fritzlers shows that they 

received $129,530.54 from the funds transferred into Balanced Management by the Kimoto 

entities.  Fritzler, Sr. testified: 

 Q. I did the math and you've helped me a lot today, so I 

was able to determine that the amount distributed to Option 

Development from the sources attributed to Kyle Kimoto in 

connection with Balanced Management also equals 90 percent plus 

$320.  Are we on the same page here? 

 A. Yes. 

 Q. So the payment that was made to Kimoto's portion 

of the funds that were paid into Balanced Management from 

Kimoto's companies was 90 percent, right? 

 A. We tried to keep it there, yes. 

 Q. Just like the same arrangement between the Kimoto 

entities and Spectrum Factoring, right? 

 A. Just like that, and the rest of our clients, that's the 

formula. 

 Q. At the point you keep ten percent, you're 

responsible for the expenses, the client keeps 90 percent? 

 A. The client doesn't get the money directly. 
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 Q. No, it doesn't.  It goes down the line, it gets 

invested? 

 A. Correct. 

 Q. And you're responsible for the investments? 

 A. Correct.  [p. 189, l. 13 – p. 190, l. 14.] 

The Fritzlers Route the Funds into Third Tier Companies: Global Growth Funding 

BT and Option Development Funding BT 

Once the Fritzlers received funds from the Kimoto entities into the Spectrum Factoring 

and Balanced Management accounts, the money was funneled to a third tier of companies under 

Fritzler Sr.'s control.  After taking their 10% cut, Spectrum Factoring distributed $1,505,840 to 

Global Growth Funding BT ("Global Growth") and Balanced Management distributed 

$1,168,968 to Option Development Funding BT ("Option Development").  Fritzler Sr. 

characterized Global Growth and Option Development as "funding companies" and that from 

these companies, the money would then be transferred into "investment companies."  In Fritzler's 

own words: 

 Q. Now, what was the Global Growth? 

 A. Global Growth was a primary investor in Spectrum 

Factoring. 

 Q. When you say "a primary investor in Spectrum 

Factoring," what do you mean? 

 A. They contributed to the capital.  They bought units 

of beneficial interest.  They were an investor, just like a 

shareholder is in a corporation.  [p. 102, l. 24 – p. 103, l. 7.] 

Q. So Spectrum distributes to Global Growth about 

$1,505,000 from the funds distributable to Kyle Kimoto, correct? 

A. Yes. 
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Q. And Global Growth is a primary investor, as you 

termed it, correct? 

A. In Spectrum.  Primary, they're one of the – they 

have an interest in it. 

Q. What consideration was paid by Global Growth for 

its investment in Spectrum Factoring? 

A. Cash. 

Q. How much was paid by Global Growth for its 

investment in Spectrum Factoring? 

A. I would have to guess.   

Q. Do you have an estimate?  I don't want a total 

guess. 

A. I want to say $1,000.  [p. 105, l. 13 – p. 106, l. 4 

(emphasis added).]  

 Q. So, Global Growth ended up receiving a total of 

about $1,505,000 from Spectrum Factoring with respect to 

funds attributable to Kimoto, correct? 

 A. Yes.   [p. 111, ll. 3-7 (emphasis added).] 

 Q. What was the nature of Global Growth's business? 

 A. Global Growth was a funding company. 

 Q. What do you mean by "funding company"? 

 A. They took money from investors, and they helped 

fund our front line BT's, put up money, bought ownership in them 

so that those companies could go into business with the respective 

clients.  [p. 111, ll. 11-19.] 

 Q. But you understood that 90 percent of that money 

belonged to Kimoto, or entities that were attributable to Kimoto, 

correct? 
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 A. 90 percent of that money belonged to Mr. Kimoto's 

IRA.  [p. 116, ll. 15-19.] 

 Q. So 90 percent goes to Option Development.  What 

was the nature  of Option Development's business? 

 A. Option Development is basically a clone of Global 

Growth. 

 Q. By "a clone" what do you mean? 

 A. They collect the original investments from whoever 

the participant on that entity end is going to be.  They invest the 

money into MTC's, the factoring, and whatever other BT's on that 

end that are going to do business with various companies. 

 Q. In this case, Option Development transferred 

$1,168,968 to the various entities that are found in the same line 

items directly below words "option develop invested in," correct? 

 A. Correct. 

 Q. And if I were to add up all of those amounts, that 

would add up to $1,168,968; is that right? 

 A. Including the expenses and Kimoto's Roth, yes.  I 

hope.  That was our intent.  Did we do a good job? 

 Q. I can say that the six line items below the phrase 

"option develop invested in" totals $1,168,968. 

 A. Okay. 

 Q. So you did a good job. 

  And it was your decision to – first of all, was this 

Kimoto's interest or was it Kimoto's IRA interest? 

 A. Technically, it was Kimoto's IRA. 

 Q. So it was the same as with Spectrum Factoring? 

 A. Absolutely.  [p. 191, l. 5 – p. 192, l. 14.] 
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The Fritzlers Route the Funds into Fourth Tier Companies: Gemini Investments, 

Absolute Investment, Cogentrix, Metawerx and T.S. Everett 

Fritzler Sr. then admitted that the funds transferred into Global Growth and Option 

Development were routed out into a fourth tier of companies.  He termed this group of entities 

"investment companies."  Fritzler admitted that the funds that went into Global Growth were 

transferred to these fourth tier companies:  Gemini Investments Unlimited ("Gemini 

Investments"), Absolute Investment, Inc. ("Absolute Investment") and Cogentrix Holdings Corp. 

("Cogentrix").  He also acknowledged that Option Development transferred funds to those three 

companies in addition to Metawerx Financial Corporation ("Metawerx") and T.S. Everett Inc. 

("T.S. Everett").  He could offer no plausible reason why funds were transferred from the third 

tier companies into the fourth tier companies: 

 Q. Who ran Global Growth? 

 A. I believe most of the time I've been the trustee 

running Global Growth. 

 Q. And you ran Spectrum Factoring, too? 

 A. Yes, I did.  [p. 112, ll. 6-10.] 

 Q. And once it hit Enterprise Rebate Management, was 

it under your control? 

 A. Absolutely. 

 Q. Meaning Spectrum Factoring, which you ran? 

 A. Correct. 

 Q. And then when you decided to move it, you moved 

from Spectrum Factoring to Global Growth? 

 A. I did. 

 Q. Was that with or without Kyle Kimoto's direction? 

 A. Without.  I make that decision.   [p. 114, ll. 13-25.] 
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 Q. And then you determined to invest – as you said, 

one of the things Global Growth did was not only get money in 

from customers, but it also made investment decisions, correct? 

 A. Absolutely. 

 Q. And Global decided to then invest $490,000 into 

Gemini Investments; is that right? 

 A. That was my decision. 

 Q. And it was your decision also to invest $490,000 

into Cogentrix Investments? 

 A. It was.  [p. 116, l. 22. – p. 117, l. 10] 

 Q. What was the nature of the investment in 

Gemini? 

 A. A stock.  

 Q. What stock? 

 A. The $490,000 worth  of stock in Gemini 

Investments. 

 Q. Is Gemini Investments a publicly traded 

company? 

 A. No. 

 Q. Who's the incorporate of Gemini Investments? 

 A. I believe Nevada Corporate Services. 

 Q. What is the nature of Gemini Investments' 

business? 

 A. Investing. 

 Q. It had no other business other than investing? 

 A. It was primarily set up to be an investment 

company.   [p. 121, l. 13 – p. 122, l. 6 (emphasis added).] 
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 Q. And what's the nature of the business of Absolute 

Investments? 

 A. Same thing.  An investment company. 

 Q. And you're also the president of Absolute 

Investments? 

 A. I believe so, yes.  [p. 122, ll. 19-24.] 

 Q. And Cogentrix Investments, that's also an 

investment company? 

 A. Yes. 

 Q. Form by Nevada Corporate Services? 

 A. Yes. 

 Q. And you're the president? 

 A. Right.  [p. 123, ll. 3-9.] 

 Q. Some portion of the $1,505,000 was determined to 

be paid into Kimoto's Roth IRA, correct? 

 A. That is correct. 

 Q. Who made that determination? 

 A. I did. 

 Q. And how did you determine to pay his IRA 

$35,520? 

 A. Because of the money that Global had to distribute.  

I invested the 490 three times.  That's what was left from what 

originally came in.  The $35,520 and the 320 was – you add that up 

with the three 490, and that comes up to the 1,505,840.  So 

basically I distributed all of the money that was connected to the 

Kimoto thing. 

 Q. Were you contractually obligated to distribute 

$35,000 to his Roth IRA? 
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 A. No. 

 Q. Why did you decide to distribute that amount of 

money as opposed to some other amount to his IRA? 

 A. I can't tell you why.  At the time it was what 

needed to be done.  I had determined to invest that other money, 

and that was what was left.  And I did not – I could not keep that.  

The original intent was to put money in the Roth, and that's what I 

determined would be available for the Roth.  But it was a 

secondary determination.  The first determination is where I had 

invested the other money. 

 Q. How did you determine to invest 490 in each of 

the three companies that we've mentioned, Gemini, Absolute 

and Cogentrix? 

 A. I took the gross amount, divided by three, with a 

little left over, and I came up with an amount, divided it by 

three, and that's how I got to the 490.  And I invested it equally 

in those three companies.   [p. 129, l. 23 – p. 131, l. 10 (emphasis 

added).] 

 Q. When you invested the Global Growth funds into 

Gemini, Absolute and Cogentrix, did you have in mind the use that 

those entities would have for the funds at the time those 

investments were made? 

 A. I knew I would do something with them, but I can't 

say that I had a specific idea in mind at that moment. 

 Q. The moment the funds were transferred you 

didn't know what the investment strategy was going to be, 

correct? 
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 A. I would say no. 

 Q. You agree with my statement? 

 A. Yes.   [p. 141, l. 16 – p. 142, l. 4 (emphasis added).] 

 Q. And so Mr. Kimoto's two entities paid into 

Balanced Management the $1,298,000, correct? 

 A. Yes. 

 Q. And then did Kimoto instruct you at that point to 

disburse his share or his IRA's share to Option Development, or 

was that your decision? 

 A. That's my decision.  We do a quarterly.  [p. 193, ll. 

9-16.] 

 Q. Option Development took the money that was 

received from Balanced Management, and then invested in various 

entities, correct? 

 A. That was part of what they did. 

 Q. And $150,000 went to Gemini, correct? 

 A. Yes. 

 Q. And that’s the same Gemini as the Gemini 

Investments that are shown below the Global Growth entities? 

 A. It is. 

 Q. And then $275,000 went to Absolute? 

 A. Yes. 

 Q. And that's the same Absolute as the Absolute 

Investments found under the Global Growth entries? 

 A. Yes. 

 Q. And then $275,000 was invested in Cogentrix; is 

that right? 

 A. Yes. 
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 Q. And that's the same entity as Cogentrix Investments 

found below the Global Growth entities? 

 A. It is.   

Q. And it was your decision to make all of these 

investments, correct? 

 A. Yes. 

 Q. And $213,817 was invested in T.S. Everett, is that 

right? 

 A. It was. 

 Q. And that was your decision also to invest in that 

entity; is that right? 

 A. Yes. 

 Q. And $250,000 was invested in Metawerx; is that 

correct? 

 A. Correct. 

 Q. And it was also your decision to invest $250,000 in 

Metawerx? 

 A. It was.  [p. 195, l. 9 – p. 196, l. 21.] 

Q.   How did you decide how much money to invest for 

Option Development in the various entities listed on Exhibit 2? 

A.   I did what made sense at the time.  How it was decided, 

I don't remember. 

Q.   And you didn't have a specific investment in mind 

when the $150,000 was invested by Option Development in 

Gemini, correct? 

A.   Do you mean for Gemini to invest in? 

Q.   Right. 

A.   I may have. 
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Q.   But you don't recall? 

A.   On that one I do. 

Q.   What were you going to invest in for Gemini? 

A.   Worldwide Creation Management. 

Q.   So the $150,000 that Option invested in Gemini was 

to be used for Gemini's investment in Worldwide Creation 

Management? 

A.   Correct. 

Q.   And what was the purpose of the investment by Option 

Development and Absolute Investments of $275,000? 

A.   Absolute was also going to invest in Worldwide. 

Q.   And you knew that at the time that Option 

Development invested in Absolute Investment? 

A.   I'm pretty sure I did, yes. 

Q.   What was the purpose for Option Development's 

investment in Cogentrix? 

A.   The same. 

Q.   The same, meaning Worldwide Development 

Corporation? 

A.   Yes. 

Q.   What was the purpose for Option Development's 

investment in T.S. Everett? 

A.   I believe that also was invested in Worldwide, as was 

Metawerx. 

Q.   And you were aware of the investment -- strike that.  

You were aware that each of these investments in the five 

entities that we just listed were each going to invest in 
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Worldwide Creation Management with that investment 

money, correct? 

A.   I believe I made that decision and then moved the 

money, yes.  [p. 200, 1.9 – p. 202, 1.4 (emphasis added).] 

The Fritzlers Took Another 3% "Fee" at the Fourth Tier 

In addition to the 10% fee which was taken as the money was routed into second tier 

companies Spectrum Factoring and Balanced Management from the Kimoto entities, Fritzler Sr. 

also acknowledged that another 3% was taken when the money was routed into the fourth tier.  

The accounting which was produced by the Fritzlers, Exhibit 1 hereto, detail that 3% was taken 

"for management and handling fees" as to all sums routed into Gemini Investments, Absolute 

Investment, Cogentrix, Metawerx, and T.S. Everett at the fourth tier, another $79,014.50.  In 

conjunction with the $166,958.77 taken from the money routed to Spectrum Factoring and the 

$129,530.54 taken from the money routed to Balanced Management, the Fritzlers admit to "fees" 

totaling $375,503.81.4 

The Fritzlers Route the Funds into the Fifth Tier, Worldwide Creation Management 

Finally, the Fritzlers transferred funds to the fifth tier company, Worldwide Creation 

Management.  Worldwide Creation Management received $2,869,652,49.   

Q.   Now, was there -- since you had decided to invest in 

Worldwide Creation Management with the funds that Option 

Development had, or at least from Kyle Kimoto's share of the 

funds or his IRA's share of the funds that Option Development 

had, why was it decided that that money would be paid into five 

separate entities? 

                                                 
4 The balance of the money wrongfully taken by the Fritzlers is the fictitious Medi Online 

investment of $105,000.00. 
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A.   We were building an investment company. 

Q.   Which investment company was that? 

A.   Worldwide Creation Management. 

Q.   When you say "we were building an investment 

company," who is we? 

A.   I, my companies, and Kyle's Roth IRA's money.  In 

corporations that do business in the financial arena it's often nice to 

have them populated with multiple shareholders as opposed to just 

one.  Especially if you want to -- if you get to a point where you 

might want to go public, a populated company, if you want to 

attract money from other investors, the more investors you already 

have.  So it was a way to fracture the ownership of the stock and 

yet not have to disclose that it was all basically into one party's 

hands.  It creates an aura of a bigger company possibly than it is. 

[p. 205, l. 15 – p. 206, l. 16.] 

Q.   So if we took all of the funds that were invested 

attributable to Kimoto, Central Intel and Zentel, the total amount 

would be $2,869,652.49, correct? 

A.   That's exactly what I have in the middle of that page.  

We balance there.  [p. 232, ll. 17-22.] 

The Court will recall that $2 million of this amount was transferred in what the Court 

termed a sham transaction between Worldwide Creation Management and Animo LLC, the 

entity owned by James Fales.  The Court found that the funds transferred from Worldwide 

Creation Management to Animo LLC, were transferred pursuant to a sham transaction based on 

a promissory note with bogus repayment terms and wholly inadequate collateral.  It was that $2 

million loan which formed the basis for the contempt order previously issued against James 

Fales.  Fritzler Sr.'s testimony discloses that he conducted no due diligence with respect to that 

transaction or the other "loans" to Par 3, Inc. and Tower Holdings, LLC, whose beneficial 
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interest holder was Julie Kimoto, Kyle Kimoto's wife.  While Fritzler Sr. averred that he decided 

what to do with the money that went into Worldwide Creation Management in consultation with 

Kyle Kimoto, the testimony simply reveals that Fritzler Sr. agreed to route the money out of 

Worldwide Creation Management into Animo, LLC, Tower Holdings and Par 3 because Kimoto 

wanted the money transferred there:   

Q. And we agreed that a total of $2,869,652.49 was 

invested in Worldwide Creation Management from the various 

entities described on the accounting, which comprised part of 

Exhibit 2, correct? 

A. Correct. 

Q. And all of the payments that were received by 

Worldwide Creation Management are set forth in the various line 

items that we went through on Exhibit 2; is that correct? 

A. Yes, I believe so. 

Q. Now, at that point, Worldwide Creation -- and you 

were in control of Worldwide Creation Management, right? 

A. Yes. 

Q. And then Worldwide Creation Management had 

to make some decisions about what it was going to do with the 

money it had received, right? 

A. Right. 

Q. It had to make some investment decisions, did it 

not? 

A. It did. 

Q. And you made those investment decisions? 

A. Yes. [p. 316, ll. 1-25.] 

Q. Did you make those investment decisions in 

consultation with Kyle Kimoto? 
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A. Consultation?  Do you mean did we discuss it? 

Q. Right. 

A. Absolutely. 

Q. And you discussed the investments that Worldwide 

Creation would make before Worldwide Creation Management 

disbursed any money to anyone; is that right? 

A. Yes.  [p. 317, ll. 1-11 (emphasis added).] 

 

BY MR. CARIS: 

Q. The money was rolling in from Kimoto attributable 

entities, correct? 

A. Correct. 

Q. And that amount ultimately was routed down 

through a number of layers to Worldwide Creation Management, 

correct? 

A. It had to go through the companies that were 

involved in the process, yes.  [p. 320 ll. 11-18.] 

Q. And I know you don't know what percentage, but 

ultimately after you took out your ten percent, and you took out 

your three percent, there was still over $2.8 million in Kyle 

Kimoto related monies that went into Worldwide Creation 

Management, right? 

A. I still maintain that Greer was a different -- I was 

not aware that, I mean that's your contention.  I'm still not sure.  

Greer talked like it was his money. 

Q. Let's take that out.  There was still two and a half 

million dollars into Worldwide Creation Management from Kyle, 

correct? 
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A. Fair enough. 

Q. No dispute about that, right? 

A. Right. 

Q. A lot of money was rolling through these layers 

that originated from Kimoto attributable entities, right? 

A. Yes. 

Q. And you had no reason to suspect that that 

money was drying up, did you? 

A. I did not. 

Q. So when he told you I want to see the money 

invested from Worldwide a certain way, you fought with him a 

little, but eventually you did it because you figured there was 

more money in the pipeline, right? 

A. It was my intention not to kill the golden goose. 

Q. And he was the golden goose? 

A. One of them.  [p. 320, l. 25 – p. 322, l. 6 (emphasis 

added).] 

Q. And those investments, if we could just kind of go 

through them, and we may spend time in a little while going 

through them in a little more detail.  But in general, it's comprised 

of four promissory notes; is that right? 

A. I believe so, yes. 

Q. And the first one is a promissory note in the amount 

of $450,000 from Tower Holdings in favor of Worldwide Creation 

Management; is that correct? 

A. Correct. 

Q. Is that your son's signature on the bottom of the 

promissory note, the $450,000 promissory note? 
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A. It is. 

Q. And this was a loan made by Worldwide 

Creation Management to Tower Holdings, LLC; is that right? 

A. It is. 

Q. And was this loan made pursuant to Kyle 

Kimoto's request? 

A. Yes. 

Q. Did he tell you what the purpose of the loan was 

going to be for? 

A. I'm sure he did, but I don't recall at this moment.  

There were different reasons for different things. 

Q. And this promissory note was unsecured; is that 

right? 

A. I'm not sure, but because we had liens and deeds to 

accompany some of them, I would have to -- or do you know? 

Q. Well, I'm not aware of any collateral that was held 

for this note.  Are you aware of any collateral held for this note? 

A. If it's not here, then there wasn't.  [p. 323, l. 15 – p. 

324, l. 25 (emphasis added).] 

Q. Did you do any due diligence with respect to Tower 

Holdings before Worldwide Creation Management made the 

$450,000 loan? 

A. No.  [p. 325, ll. 12-15.] 

Q. In general, did you take any steps to assure yourself 

that Tower Holdings had the ability to repay the promissory note? 

A. I guess maybe I didn't.  [p. 330, l. 23 – p. 331, l. 1.] 
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Q. You didn't do any investigation as to who was 

receiving the money, why they were receiving the money, or the 

manner that they would be able to repay the money, correct? 

A. I took Kyle's word for that.  [p. 332, ll. 8-12.] 

Q. Did you negotiate the repayment terms in terms of 

when the interest would be repaid and when the principal would be 

repaid? 

A. We left that a little bit loose.  [p. 332, ll. 18-21.] 

Q. And the next note that's included in this package 

that's been collectively marked as Exhibit 18 is a promissory note 

dated August 22, 2002, in the amount of $125,000 from Par 3, Inc. 

to Worldwide Creation Management, Inc.  And is that your son's 

signature at the bottom right-hand portion of that promissory note? 

A. It is. 

Q. And do you recognize the signature on the line for 

the maker, Par 3, Inc.? 

A. I do not. 

Q. Did you negotiate with Kyle Kimoto with respect to 

this loan? 

A. I'm sure I did. 

Q. You didn't negotiate with anyone else on behalf of 

Par 3, Inc. at the time this promissory note was executed; is that 

right? 

A. I think Par 3 was Kyle's company. 

Q. And what steps did you take to investigate the 

manner or method in which Par 3 would repay this obligation to 

Worldwide Creation Management before lending them the money? 
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A. I guess I took their word for it.  Kyle is the client.  

He said he would repay it.  I trusted him.  I had no reason not to.  

[p. 333, l. 18 – p. 334, l. 17.] 

Q. And the next note that was included in Mr. 

Gewerter's package to me is a $275,000 note in favor of 

Worldwide Creation Management from Par 3.  That was also an 

unsecured note; isn't that true? 

A. I believe so. 

Q. And do you know the reason why two notes were 

taken in favor of Worldwide Creation Management from Par 3 

on the same day for different amounts? 

A. Boy, I do not know why we did that. 

Q. And the only person you would have negotiated 

with with respect to the $275,000 note would have been Kyle 

Kimoto, correct? 

A. I believe so. 

Q. And you're not aware of any other person that is 

involved with Par 3; is that right? 

A. Not right offhand. 

Q. And you didn't take any steps to determine 

whether or not Par 3 had the financial ability to repay the 

$275,000 note, correct?  You just took Kyle's word for it? 

A. I did. 

Q. And at the time the loan was made by Worldwide 

Creation Management for $275,000, you thought that was in the 

best interest of Worldwide Creation Management as its sole officer 

and director, correct? 

A. At that time, yes. 
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Q. And that also provided for no payments of principal 

or interest for five years, right? 

A. Correct. 

Q. And you recall negotiating that term with Kyle? 

A. I do.  [p. 337, l. 17 – p. 338, l. 25 (emphasis 

added).] 

Q. And you never reviewed any financial statements of 

either Par 3 or Tower Holdings, correct? 

A. Correct. 

Q. Did you ever ask for permanent guarantees from 

anyone to secure repayment of these notes? 

A. No.  Basically we had that from Kyle. 

Q. When you said "we had that from Kyle," what do 

you mean? 

A. We had a verbal agreement it would be paid.  That 

he would make sure it got paid. 

Q. You had more than a verbal agreement, you had the 

promissory note.  My question is did you have an enforceable 

written guarantee of anyone that it would be paid? 

A. I didn't understand the word enforceable in your 

first question.  No. 

Q. So you had a verbal promise that Kyle Kimoto 

would make sure that Par 3 and Tower Holdings would repay the 

notes? 

A. Absolutely. 

Q. And that was good enough for you, right? 

A. Yes.  [p. 346, l. 3 – p. 347, l. 2.] 
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Q.   You never got any payments from Par 3 on this note, 

correct? 

A.   None. 

Q.   And you didn't get any payments from Tower Holdings 

on the $450,000 promissory note, did you? 

A.   There were none due. 

Q.   Well, that's not actually true.  On the $450,000 note, 

weren't annual payments of accrued interest due? 

A.   I'm not sure.  I'll have to look.  [p. 336, ll. 7-17.] 

Q.   And you never got any payments on the $125,000 Par 

 3 note, correct? 

A.   Correct.  [p. 337, ll. 3-5.] 

Q. Did you negotiate the promissory note that 

Animo, LLC made to Worldwide Creation Management dated 

December 12, 2002, which is part of the package included in 

Exhibit 18? 

A. I participated in the negotiation. 

Q. Who did you negotiate with?  Kyle Kimoto? 

A. In actuality, yes.  That was the main impetus 

behind the loan.  In this case, we were getting security and had 

a little different flavor. 

Q. But you negotiated the terms of the note and the 

collateral that was taken with Kyle Kimoto, correct? 

A. He more or less brought the deal in to us, and it 

was acceptable in the way it was done. 

Q. And what did he bring to you when he brought the 

deal in to you? 
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A. The concept, the idea, the proposal, whatever you 

want to call it. 

Q. What was the concept and the idea and the 

proposal? 

A. That we would make this loan secured by real 

property. 

Q. What real property was going to secure the loan?  

The promissory note makes reference to a trust deed filed in book 

836 at page 618 in Iron County, Utah.  Are you familiar with that 

property? 

A. I've never seen it. 

Q. Did you ever have anybody on behalf of Worldwide 

Creation Management inspect the property before the loan was 

made? 

A. No.  The title company I thought took care of all 

that. 

Q. So title insurance was taken by Worldwide Creation 

Management for the loan? 

A. I think so.  But I don't recall seeing a title policy.  

[p. 348, l. 13 – p. 349, l. 24 (emphasis added).] 

Q. And did you employ or cause to be employed an 

appraiser to appraise the property to determine its value before 

paying out any money under this promissory note? 

A. I think it was all done within the purchase aspect of 

the property. 

Q. I don't understand what you mean by the purchase 

aspect of the property. 
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A. I may recall this wrong, but I thought the property 

was being purchased from another party, and we were loaning the 

money on it through the title company. 

Q. You thought this money was money that was 

essentially the money to fund the purchase of the property? 

A. I believe so.  That's what rings in my mind. 

Q. And what steps did you take to verify that that's, in 

fact, what occurred? 

A. I dealt with the title company.  I relied on them.  I 

have no reason to believe it wasn't -- I don't know.  [p. 350, l. 12 – 

p. 351, l. 8.] 

Q. You're just guessing in terms of whether you were 

funding to purchase a property; isn't that right? 

A. The title company assured me we were doing 

something along that line.  I had no reason to disbelieve. 

Q. And you were prepared to part with $975,000 based 

upon the title company telling you that Worldwide was doing 

something along that line? 

A. I had no reason to disbelieve the title company. 

Q. What did the title company tell you which 

comforted you before parting with $975,000 in December of 2002? 

A. That they wanted the money. 

Q. Who is "they"? 

A. The title company wanted the money to close the 

transaction.  That's a normal trigger, I think.  If they get to a certain 

point they want the money, that means they're going ahead.  They 

were protecting my interests that if it didn't close, the money 

would not go. 
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Q. But then in February 2003, the balance of the 

money is loaned to increase the $975,000 promissory note to 

$2,100,000, right? 

A. Yes. 

Q. And that was long after the close of the escrow on 

this property that the title company assured you was closing, 

correct? 

A. Correct. 

Q. And what steps did you take to determine that the 

property, the collateralized promissory note had a sufficient value 

to protect Worldwide Creation's $2,100,000 investment? 

A. It's my recall they were going to use the money to 

construct an improvement. 

Q. On the property? 

A. Yes. 

Q. That was taken as collateral? 

A. I believe it was a restaurant, if I have my facts 

straight. 

Q. Who told you it was a restaurant?  Kyle Kimoto told 

you it was a restaurant? 

A. Yes.  [p. 353, l. 20 – p. 355, l. 13.] 

Q. So you understood that Worldwide Creation 

Management's recourse in collection was limited to the collateral 

that was specified on the trust deed that we've looked at, right? 

A. And any future improvements. 

Q. But you understood the recourse was limited to the 

collateral specified in the trust deed filed in book 836, at page 618, 

Iron County, Utah, correct? 
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A. I guess so, yes. 

Q. And that was a negotiated term of the deal when 

you entered it with Kyle Kimoto, correct? 

A. I guess so. 

Q. And you understood that the principal balance on 

the note was due in 20 years from the date that it was entered into 

or December 2022; is that right? 

A. That is correct. 

Q. And you understood that all payments would be 

deferred for five years, including payments of interest, correct? 

A. Yes. 

Q. And you negotiated the four percent interest rate as 

well; is that correct? 

A. Probably. 

Q. And did you take any steps to investigate Animo, 

LLC? 

A. I think I answered that question. 

Q. I'm sorry if you did.  The answer is no, you did not, 

correct? 

A. I took my normal steps, counselor.  I discussed 

things. 

Q. With Kimoto? 

MR. GEWERTER: Let him answer the question. 

MR. CARIS: I'm sorry, I interrupted. 

BY MR. CARIS: 

Q. Go ahead. 

A. I discussed things with Kimoto, yes.  I listened and I 

gave in. 
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Q. Did you ever see a financial statement or a balance 

sheet from Animo? 

A. No. 

Q. Did you ever determine the nature of Animo's 

business? 

A. Outside of the restaurant thing, I don't think so.  I 

thought it was for that purpose.  I really don't know.  [p. 360, l. 6 – 

p. 362, l. 3.] 

Money Goes Directly Into Gemini Investments and Absolute Investment 

In addition to $2,971,297.31 coming into Spectrum Factoring and Balanced Management 

from Kimoto's entities, Fritzler Sr. also admitted that $418,035 was transferred directly into 

Gemini Investments and Absolute Investment by Central Intel and Zentel between August and 

October, 2002, although he did not concede that those entities were owned or controlled by 

Kimoto: 

Q.   So $420,000 was transferred into Absolute Investment 

and Gemini Investment by Central Intel and Zentel, correct? 

A.   That's the way I remember it.  But I have to check now 

because I could be all messed up, too. 

Q.   Do you know how much of that came from Central 

Intel? 

A.   I'm looking.  I show one set of wires coming to 

Absolute on August the 6th. 

Q.   Of what year? 

A.   I'm looking.  '02.  Zentel was 68,426.  Central Intel was 

170,509. 

Q.   How much was Zentel? 

A.   68,426.  And Central Intel was 170,509. 
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Q.   And that was a wire transfer on August 6th, 2002? 

A.   2. 

Q.   Same date for both? 

A.   The bank lumps it all together.  And that's part of the 

consternation in trying to unscramble this.  That's where we 

determined that adds up correctly to your numbers.  So we assume 

that's right. 

Q.   Those two numbers add up to $238,935? 

A.   That's exactly what the bank shows as a deposit. 

Q.   You said a moment ago that Central Intel and Zentel 

transferred $420,000 to Gemini and Absolute. 

A.   I've only found one so far. 

Q.   I'm sorry. 

A.   I'm still looking.  Now, on August -- I'm sorry, October 

'02.  On 10/28, there's a deposit for $179,100.  And those were 

wires, I'm pretty sure.  Zentel attributed 83,889, and Central 

Intel 95,211.  There were four wires is all we could find. 

Q.   Zentel was the $83,000 figure? 

A.   Yes.  83,889. 

Q.   My math tells me the total of all of those wires was 

$418,035. 

A.   Okay.  I said it was almost 420. [p. 226, l. 23 – p. 228, 

l. 15.] 

Fritzler Sr. Falsely Asserted That Money Was Invested in a Legitimate Company 

While Fritzler Sr. asserted that, of the $418,035 sum, $105,000 was used to invest in a 

company named Medi Online Inc. ("Medi Online"), this is false.  By August, 2002, Medi Online 

was basically defunct and its stock had no value.  An investment in Medi Online at that time 
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would have been ludicrous.  Fritzler Sr. never produced any documents demonstrating an 

investment in Medi Online by Gemini Investments or Absolute Investment during this time 

frame. 

The Fritzlers Use Homeless People as Phony Shareholders 

Besides Fritzler Sr.'s pathetic attempt to contort a rather transparent money laundering 

operation into a purportedly legitimate series of business transactions, Fritzler's testimony on a 

variety of other subjects demonstrates that he utterly lacks a scintilla of credibility. 

Fritzler Sr. admitted that the Fritzlers use homeless people to become nominal 

shareholders of companies they form to "fracture" the ownership to create corporate tax benefits: 

Q. Did Nevada Corporate Services ever form 

corporations and create shareholders in such a fashion so that the 

ownership would be diluted to below a ten percent figure for tax 

reasons? 

A. In that sense, it's a corporate tax, not personal. 

Q. So it's a benefit to the corporation? 

A. It is to the corporation. 

Q. What's the benefit to the corporation? 

A. Depending on the income source of the corporation, 

especially in investment or passive income, there is a personal 

holding company provision that taxes are assessed a little bit more 

heavily against the company that qualifies as a personal holding.   

So we tried to structure them so they would not qualify for 

a personal holding. 

Q. And one of the ways you would structure them is to 

create a corporate entity showing that the investor holds less than 

ten percent of the stock, correct? 

A. Fracturing the ownership. 
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Q. And you fractured the ownership by creating other 

shareholders, correct? 

A. Correct. 

Q. The shareholders that you create weren't 

necessarily individuals that actually had a beneficial interest in 

the company; isn't that right? 

A. They provided a service at the time. 

Q. What was the service that was provided by the 

owners who received fractionalized interest? 

A. They agreed to participate as a fractionalized 

interest holder. 

Q. How much did you pay them for their agreement to 

participate as a fractionalized interest holder? 

MR. GEWERTER: Object.  I'm not so sure he said he 

did pay them. 

MR. CARIS: I think there was some discussion about 

consideration. 

BY MR. CARIS: 

Q. But did you pay these persons who were willing 

to participate as a fractionalized owner in companies? 

A. I believe we did on occasion. 

Q. You gave them a nominal sum of money, right? 

A. Nominal sum. 

Q. And in exchange for that nominal sum of money, 

these individuals agreed they would have an ownership interest 

in the company, correct? 

A. Correct. 
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Q. And that ownership interest would not be a real 

beneficial interest in the company,  correct?  It would just be paper 

interest? 

A. That's all any interest is in a company, is paper 

interest.  They get the stock.  That's what it is. 

Q. But they would also provide powers of attorney 

in favor of the true investor; isn't that right? 

A. Well, they would provide a power of attorney 

that we would give to whoever we thought needed it. 

Q. And the person that you thought needed it was your 

real client, the person would come to Nevada Corporate Services 

and Nevada Corporate Solutions and form the corporation? 

A. In some cases. 

Q. So it could be somebody like Kyle Kimoto, as 

opposed to somebody off the street who would just take a nominal 

sum in exchange for that person's agreement to be a paper 

shareholder, correct? 

A. Correct. 

Q. And that's essentially the technique that was used 

by Nevada Corporate Services and Nevada Corporate Solutions to 

help create a corporate entity that didn't have adverse tax 

consequences, as you described it to me, right? 

A. That would be a fair description. 

Q. In fact, you went to literally people off the street 

and got them to agree for a small fee to agree to be nominal 

shareholders in the company in name only; is that right? 

A. That is correct. 
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Q. And you would give homeless people $10 in 

exchange for their agreement to become shareholders in a 

company; is that right? 

A. In some cases. 

Q. In many cases? 

A. Many cases. 

Q. You went down to the homeless shelter.  And got 

men at the homeless shelter to take $10 to become nominal 

shareholders; isn't that right? 

A. In many cases.  [p. 339, l. 20 – p. 343, l. 17 

(emphasis added).] 

The Fritzlers Use Bogus Passports and Other Phony Forms of Identification 

Fritzler Sr. further testified that he instructed his clients to create bogus passports and 

other bogus forms of identification and that he also utilized such bogus identification for 

personal purposes: 

Q. Have you ever instructed any clients of Nevada 

Corporate Solutions to create multiple pictures for the purpose 

of obtaining a false passport? 

A. I'm not sure what the word "false" is, counselor.  

Could you define that a little for me? 

Q. What part of the word false don't you 

understand? 

A. You said false passport. 

Q. A passport that's not a valid passport issued by a 

government. 

A. Yes, I have.  [p. 404, l. 25 – p. 405, l. 11 (emphasis 

added).] 
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Q. Tell me, a camouflage passport, what exactly is 

that? 

A. It's a passport that you can, to sum it up, show to a 

terrorist instead of that bright blue one, because they seem to pick 

on people with the blue passports.  So Congress authorized U.S. 

servicemen and U.S. citizens to have camouflage passports. 

Q. And would it look like a U.S. passport? 

A. No. 

Q. It would look like a passport from a different 

country? 

A. Absolutely.  So that they could try not to be an 

American citizen in a sticky situation. 

Q. So you became aware of a law that Congress passed 

which allowed United States citizens to carry a false passport that 

purported to be from another country to avoid a terrorist from 

doing harm to that citizen, correct? 

A. I believe the correct phrase is camouflage.  [p. 406, 

l. 19 – p. 407, l. 15.] 

Q. Once you learned of that law, then you assisted 

clients in creating these camouflage passports? 

A. Yes. 

Q. Do you have a camouflage passport in your own 

name? 

A. Michael Cott. 

Q. So besides using that name in the casinos, you've 

also got a camouflage passport in the name of Michael Cott? 

A. You have to have ID to get on the casino rolls, 

yes, sir. 
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Q. So you used a camouflage passport for that 

purpose? 

A. Yes.  [p. 408, ll. 2-16 (emphasis added).] 

Q. Did you ever obtain an American Express card in 

the name of Michael Cott? 

A. I think I did.  [p. 412, ll. 22-24.] 

Q. How many credit cards did you have in the name 

of Michael Cott? 

A. I think I had three. 

Q. And you used at least one of the credit cards in 

the name of Michael Cott? 

A. I might have.  [p. 413, ll. 9-14 (emphasis added).] 

Q. And so you had credit cards in the name of Michael 

Cott.  You had a camouflage passport.  Did you have any other 

documents or materials in that name? 

A. I'm not sure what you mean by documents or 

materials. 

Q. Did you have a driver's license in that name? 

A. Yes. 

Q. And that driver's license was a camouflage 

driver's license? 

A. Yes. 

Q. And that was? 

A. Same country. 

Q. Country of French Guiana? 

A. No, I think it was Dutch.  [p. 414, l. 17 – p. 415, l. 

7 (emphasis added).] 
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Q. And that was also produced by or prepared by the 

company that produced the camouflage passport? 

A. Yes. 

Q. Was it your understanding that that was also 

permissible that you could have a camouflage driver's license 

issued? 

A. I found no rule against it. 

Q. I want to make sure I'm clear.  And I don't want to 

use a word that you're going to misconstrue as being a pejorative.  

You didn't actually go to Guiana and take a driver's test and get a 

driver's license, correct? 

A. No. 

Q. You have never even been to the country, correct? 

A. That's correct. 

Q. So you don't like it when I use the term fake or 

phony? 

A. Camouflage is a nicer word. 

Q. Camouflage is a nicer word.  But it really wasn't 

a driver's license in the sense that it was not really issued by 

Guiana or French Guiana or Dutch Guiana, correct? 

A. Neither was the passport.  It was all part of the 

camouflage package.  There was one more item if you want. 

Q. I want it. 

A. They gave you a membership card in a yacht 

club. 

Q. It was a camouflage yacht club membership? 

A. Yes.  [p. 415, l. 11 – p. 416, l. 18 (emphasis 

added).] 
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Fritzler Sr. Falsely Testified About a Non-existent Person 

Finally, Fritzler Sr.'s credibility can be best summed up by his Michael Cott testimony.  

In the morning of the second day of his testimony, Fritzler Sr. testified at length about Michael 

Cott, a purported "offshore client" who at one point became an officer in the Fritzlers' 

companies.  Later that day, Michael Cott magically metamorphosed into a "nom de plume" for 

Fritzler Sr. himself: 

Q. Did you talk to Michael Cott about it also? 

A. I would imagine. 

Q. When was the last time you met Mr. Cott? 

A. I don't recall. 

Q. Where does Mr. Cott reside? 

A. Mr. Cott was one of our off shore clients.  I don't 

remember.  At one time we had many off shore clients.  [p. 246, l. 

25 – p. 247, l. 9 (emphasis added).] 

Q. If I wanted to reach Mr. Cott how would I do that? 

A. I have no idea. 

Q. When was the last time you've spoken to him or had 

any contact with him at all? 

A. The last, I believe we got a letter because he was 

helping us out on some of the companies that I mentioned. 

Q. Which companies are those? 

A. I didn't bring that documentation. 

Q. He was helping you out on some of the companies 

we talked about yesterday? 

A. Yes. 

Q. How was he helping you? 

A. He became an officer for us.  At one time we 

thought this was going to go in a very interesting direction.  So we 
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prepared for that.  It did not develop to the degree that we had 

hoped, and we regrouped.  [p. 247, l. 19 – p. 248, l. 12.] 

Q. Where was home for Mr. Cott? 

A. I believe he was in -- I think he was in Belize, but I 

can't recall for sure.  [p. 249, ll. 2-4.] 

Q. Have you ever used a nom de plume? 

A. I believe I have. 

Q. What nom de plume have you used? 

A. I imagine over the years several, but only one 

comes to mind. 

Q Which is? 

A. Cott. 

Q. What's the first name? 

A. Michael. 

Q. So when you say nom de plumb, that I think is 

French for a pen name, right? 

A. It is. 

Q. And that means like a pseudonym? 

A. I guess you could call it that. 

Q. So you used the name Michael Cott in connection 

with business dealings? 

A. Not exactly business.  I do a little research from 

time to time in a casino, and I prefer not to utilize my own name.  

So I use Michael Cott. 

Q. In other words, when you gamble at casinos, you 

use the name Michael Cott? 

A. Pretty much.  I used to.  I don't anymore.  [p. 400, l. 

11 – p. 401, l. 8 (emphasis added).] 



383729.2 53  
 

Q. So you took the name Michael Cott? 

A. That is right. 

Q. But Michael Cott is also a person? 

A. Not that I know of.  I made him up.  [p. 402, ll. 18-

21.]5 

CONCLUSION 

The Fritzlers should be held in contempt for keeping $480,328.82 as a money laundering 

service fee from the proceeds transferred by Kimoto's entities and routed through five tiers of 

companies under the Fritzlers' control. 

 
 
DATED: June ___, 2004 FRANDZEL ROBINS BLOOM & CSATO, L.C. 

 By:  
 GARY OWEN CARIS 

Counsel for ROBB EVANS & ASSOCIATES, 
LLC as Permanent Receiver of ASSAIL, INC., et 
al. 

 

                                                 
5 When Fritzler Sr. advised the Receiver of changes in his deposition transcript, he 

discovered this outrageous fabrication and, for the text referring to the offshore client Michael 
Cott at pages 246-252, he stated: "All references to Mr. Cott were inadvertent.  I thought we 
were discussing one of Mr. Hessler's associates at the time." 




