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Avellino and Michael Bienes, his business partner, kept almost no records at Avellino &
Bienes, a firm that oversaw $440 million. When court-appointed auditors asked Mr.
Avellino to prepare a balance sheet, he responded that “my experience has taught me to
not commit any figures to scrutiny.”

Subsequently, Mr. Sorkin and Mr. Avellino managed to curtail the audit, even though a
federal judge eventually concluded that Mr. Avellino had not been a credible witness in
the case.

The S.E.C. also took at face value Mr. Avellino’s depiction of the deal he offered investors,
which guaranteed returns of up to 20 percent a year while requiring him and Mr. Bienes
to make up any shortfalls.

It is unclear whether commission investigators even discussed the case with Mr. Madoff.
His name does not appear in the agency’s complaint, which referred only to an unnamed
broker.

The government lawyers who handled the case are now in private practice. Richard
Walker, then head of the S.E.C.’s New York office, is general counsel of Deutsche Bank.
Kathryn Ashburgh, the lead lawyer on the case, works from her home in McLean, Va. And
Keith W. Miller, a senior lawyer in the New York office, is a partner at Paul, Hastings,
Janofsky & Walker. Through a spokesman, Mr. Walker declined to comment on the case.
Mr. Miller and Ms. Ashburgh did not return calls.

Mr. Avellino did not respond to calls or visits to his homes in Nantucket, Mass.; Palm
Beach, Fla.; and New York, or to messages left with his son Joseph Avellino in Chester,
N.J. Gary Woodfield, the former federal prosecutor who represents Mr. Avellino, also
declined to comment. Francis B. Brogan, a longtime lawyer for Mr. Avellino and a
partner at Greenberg Traurig in Fort Lauderdale, Fla., asked that questions be e-mailed
to him, then did not respond.

Mark Raymond, a lawyer for Mr. Bienes, said that his client had no knowledge of Mr.
Madoff’s fraud and had lost tens of millions of dollars, most of his savings, in the fraud.
Mr. Bienes worked mainly as a fund-raiser, while Mr. Avellino actively managed Avellino
& Bienes, according to court documents and people who knew the men.

Mr. Avellino has been connected to Mr. Madoff for his entire career. After graduating
from the City University of New York in 1958, Mr. Avellino began working as an
accountant at a firm run by Saul Alpern, Mr. Madoff's father-in-law.

Mr. Madoff also briefly ran his securities business from the firm’s offices. As early as
1962, according to the S.E.C.’s complaint against him, Mr. Avellino began raising money
for Mr. Madoff, who was running a small brokerage company. Mr. Bienes joined in 1965.

In 1977, Mr. Avellino and Mr. Bienes formed an accounting firm in Midtown Manhattan.
Mr. Avellino owned half the company; the remainder was owned by Mr. Bienes and his
wife, Dianne. In 1980, the Bieneses moved to Fort Lauderdale, while Mr. Avellino
remained in New York.

The two men gradually shifted their focus from accounting to raising money for Mr.
Madoff. Their business expanded until 1992, when the S.E.C. received marketing
materials showing that Avellino & Bienes had promised investors annual returns of up to
20 percent. Commission officials said at the time that they believed they had stumbled
upon a Ponzi scheme.

1 | 2 [NEXTPAGE »

http://www.nytimes.com/2009/01/17/business/17ponzi.html

Page 2 of 3

]

3. You're the Boss: A House Is a Home, Not an
Investment

Woman Tells of Affair With Madoff in New Book
Care to Write Army Doctrine? With ID, Log On
News Analysis: Huge Bonus Hangs Over Pay Review
W.T.O. Rules Against China’s Limits on Imports

Jackson Earnings Grow by Millions After Death

© 0 N o o M

Europe’s Surge Signals Hope for Economic Recovery

10. Green Inc.: Montreal Exports Its Bike-Sharing
Program

Go to Complete List »

Another stimulus package?

ALSO IN BUSINESS »

Very current events
More on entrepreneurial youth

L

nytimes.com BUSINESS
@Ti e ]
imes QR3&
& week wdup of the best

angd latest fram The Times., SN UP NOWp

Ads by Google what's this?

Securities Fraud Lawyer
Lost Investments in Bonds, Stocks, Mutual Funds? 1-866-372-

8311
WWw.sonnerez.com

Buy AAA Municipal Bonds

Find the Bonds You Are Looking For And Easily Purchase Them
Online!

FMSbonds.com

Securities Arbitration

25 Years of FINRA Arbitration, with over 500 Arbitrations
Nationwide

www.BeamLaw.com

INSIDE NYTIMES.COM

8/14/2009



’92 Ponzi Case Missed Signals About Madoff - NYTimes.com Page 3 0of 3

Sign in to Recommend

A version of this article appeared in print on January 17, 2009, on
page Al of the New York edition.

Times Reader 2.0: Daily delivery of The Times - straight to your computer. Subscribe for just $3.45 a
week.

Ads by Google what's this?

Stockbroker Problems?
Contact a lawyer for no-obligation review of your possible case.
www.investorlawyers.net

Securities Fraud Lawyer
Lost Investments in Bonds, Stocks, Mutual Funds? 1-866-372-8311
www.sonnerez.com

Ponzi Scheme Investor?
Losses in Provident Royalties may be recoverable. Contact us.
www.GirardGibbs.com

Past Coverage

Witness on Madoff Tells of Fear for Safety (February 4, 2009)

Regulators Defend Madoff Oversight (January 28, 2009)

The Mini-Madoffs (January 28, 2009)

QUESTIONS FOR ARTHUR LEVITT; Money Manager (January 25, 2009)

Related Searches

Madoff, Bernard L Get E-Mail Alerts

Securities and Exchange Commission Get E-Mail Alerts

Ponzi Schemes Get E-Mail Alerts

Suits and Litigation Get E-Mail Alerts
Rat-Pack Style, Flea-Market = A Harsh Hello for Visitors A Chronicle of New York’s An Injured Soldier Re- Op-Ed: Thirsting for
Budget From Space Darks and Lights emerges as a Sprinter Fountains
Home World | U.S. | N.Y./Redgion @ Business | Technology @ Science @ Health | Sports = Opinion & Arts | Style | Travel | Jobs | Real Estate | Automobiles & Backto Top

Copyright 2009 The New York Times Company Privacy Policy | Search | Corrections RSS | FEirstLook | Help | ContactUs ' WorkforUs | Site Map

http://www.nytimes.com/2009/01/17/business/17ponzi.html 8/14/2009



