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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK
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UNITED STATES CF AMERICA I NFORMAEZTTITO
- against - Cr. No. 12-224 (JBW)
(T. 18, U.S.C., 88 3
GARTH PETERSON, and 3551 et seqg.)
Defendant
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2t 21l times relevant to this Information, unless
otherwige stated
The Defendant and His FEmplover

1
-
imp
()]
Q,
®
h
®
J
Q
Q
i}
!
(02

§)
2y

-]

T

From 2002 to 2008,

red

=
-

equ

Commission und

]
3

951
cr
Y]
t

M

w0

0
cf
Ol
=

g

o



780(d)). Accordingly, Morgan Stanley was an “issuer” within the
meaning of the Foreign Corrupt Practices Act.
3. Morgan Stanley, through MSRE, created and managed

real-estate funds (the “MSREFs”) for institutional investors and
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1-net-worth individuals. The MSREFs were corganized as limited

d

artnerships in Delaware.
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. Congress enacted the Foreign Corrupt Pract

FI\’

ces Act

of 1977, as amended, Title 15, United States Code, Section 78dd-1

authorization, or payment of money or anything of value fto a
foreign government official for the purposes of securing any

improper advantage, or assisting in obtaining or retainin

business for, or directing business to, any person. Persons and
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sufficient to provide reasonable assurances that: (i)
transactions were executed in accordance with management’s

general or specific authorization; (ii) transactions were



recorded as necessary to (A) permit preparation of financial
statements in conformity with generally accepted accountin
principles or any other criteria applicable to such statements,

(iii) access to
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knowingly and willfully circumventing or failing to implement the
reguired svyvstem of internal accounting controls or knowingly and
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7. The city of Shanghezi, China, is composed of
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geveral governmental districtg, including the Luwan District.
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such as the MSREFs,
land in

the Luwan District.

government incorporatl
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joint

and assisted

manage, and sell the Luwan District government’s real-estate
investments, and to encourage, facilitate, and coordinate outside
investment in the Luwan District, Yongye was an “instrumentality”
of the Luwan District government within the meaning of the FCPA

9 “Chinese Official 1,7 whose identity is known to
the United States, was & senior executive of Yongye from 19%5 to
late 2006 and previously held a different position as z public
official with the Luwan District government PETERSON and
Chinese Official 1 had a close personal relationship before
PETERSON joined Morgan Stanley

10 2s & senior executive of Yongye, Chinese
1 exercised control over Yongye and had the authority

Chinese Official 1 was a “foreign officizl” as that
defined in the FCPA, 15 U.S.C. § 78dd-1(f) (1)
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1 crnev 1,” whose identility is known to
the United States, was a Canadian citizen and partner with a
Canadian law firm that maintained offices in China and elsewhere.
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12. Asiasphere Holdings Limited (“Asiasphere”) was a
shell company incorporated in the British Virgin Islands.

Beginning on or before January 1, 2006, Chinese Official 1 owned

ent of Agiasphere. During the same period, Canadian
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¥
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program that both Ifreguently trained Morgan Stanley employees and

imposed a pavment-approval process that was meant to ensure,
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procedures; providing anti-corruption training to Morgan Stanley



employees; coordinating with business units firmwide to provide

anti-corruption-related advisory services; evaluat
f agents; pre-clearing expenses involving non-U.S.

1ls; and working with outside counsel to conduct
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1 business partners. Morgan

business units; and
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entertainment, travel, lodging, meals, charitable contributiong,
and employment.
17. Morgan Stanley’s FCPA compliance program included

live training presentations, web-based training, and additiocnal

<

B

CPR reminders. Between 2000 and 2008, Morgan Stanley held zt

east 54 trainings for various groups of Asia-based emplovees on

t._l

nti-corruption policies, including the FCPA.

W

18. Between 2002 to 2008, Morgan Stanley trained

DPETERSON on his duties under the FCPZA at least seven timeg,
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teleconference training session conducted by Morgan Stanley’s
27 =7 Heod £ T it1gation and 2T abad Hezd of Mordan Stranlev’ g
Global Head of Litigaticn and Global Head of Morgan Stanlev’s
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consultants; and policies addressing specific high-
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engagement o

risk events, including the Beijing Olympics.

20. Morgan Stanley required PETERSON on multiple

occasions to certify his compliance with the FCPA and kept those
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ations in PETERSON’'s permanent employment record.
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21. Morgan Stanley a

outside companies or individuals Payments above these amounts
could not be mades until the following procedures, ameng others,

were completed: an asset manager or acguisition-team member
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controller; ci

a}

culation of the funding-request memorandum to a
member of the Financial Control Group; and the Financial Control
Group'’s subsequent approval.

23. Morgan Stanley continually evaluated and improved

conjunction with outside legal counsel, also annually conducte
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25. During the years preceding the offense conduct,
Morgan Stanley engaged in a number of transactions involving

Yongye. As PETERSON was aware, in connection with those

included reviewing Chinese government records concerning Yongve;
speaking with sources familiar with the Shanghai real-estate

market; checking Yongye'’'s payment records and credit references;

reviewing litigation records concerning Yongye; conducting z site
visit to Yongve’'s offices; searching media sources concerning
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also required Morgan Stanley to pay “YYI” through a bank account

in the British Virgin Islands (“BVI”). The bank account was
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opened and held by a BVI holding company known as YYI-BVI. Z4s a

+

result, “YY” and “YYI” became Morgan Stanley employees’ shorthand
terms used to refer to Yongye.

28, DMorgan Stanlev’s due diligence into ¥YYI-BVI

o

Attorney 1’s role as YYI-BVI’s outside counsel, regarding the

. - e P - - - Ty e e —~ - - —— o~ e =]
and other 1ssues AL the time, Canadlan Zttorney 1 represented
YYI-BVI as YYI-BVI’'s attorney, and Chinese OIfficizl 1 represented
YYI-BVI in Chinese Officizl 1's capacity as a Yongye sSenior
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the purchase, MSREF was required to obtain consent from Tower



Two's original owners.
connection with Project C

to consummate

e because Yongye owned an

interest in Tower Two and played a role in purchasing, hoiding,
managing, and selling the Luwan District government’s real-estate
investments, and in encouraging, facilitating, and coordinating
outside investment in the Luwan District On or zbout November
10, 2004, Chinese Official 1 agreed on behalf of Yongye and the
Luwan District government to sell Tower Two to MSREF

31 In a November 2004 email to his superiors,
PETERSON wrote, “[Chinese Officizl 1] has reallv gone out of his
way to help us on this deal I hope people understand that
clearly.” One of PETERSON's superiors at Morgan Stanley
described the acguisition of Cavity as a “huge win for the

coTlleagues, PETERSON described Yongye'’s role in Proje
writing “we got this deal (at 2z cheaper price than we
were willing to payv) in the first place because of YV
33. Yongye and Chinese Officizl 1, in his
a foreign official, helped MSREF obtain government ar

“They saved us when we
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helped us get the [Chinese State Administration of

]

oreign

Exchange] approval, otherwise we would not have been able to

close the deal.”

w
>
']\

[l
n

1
I

oject Cavity was closed, Morgan St

0

considered allowing Yongye to purchase z portion of Tower Two,
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future and to solidify Morgan Stanley’s relationship wit

Stanley colleagues, “YY gave us this deal So we
favor relating to this dezl.” PETERSON intended at th

Chinese Official 1’s assistance to Morgan Stanley and PETERSON
Project Cavity. In particulaxr, in 2006, PETERSON arranged for
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37. While PETERSON knew that Chinese 0Official 1 was

personally investing in Tower Two, PETERSON concealed Chinese

ey
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n

Official 1’s personal investment from Morgan Stanley. a

result of PETERSON’s actions, others within Morgan Stanley

<

falsely believed that, consistent with Morgan Stanley’s internal

controls and the desire to foster co-investment witt
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vongye itself was investing in Tower Two.
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affiliated with Yongye in connection with other investments

involving Morgan Stanley and Yongye.
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47 In March 2006, PETERSON's misrepregentations
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Lgiasphere’s beshalf. Chinese OCfficial 1's 47 percent owners

interest in Asiasphere, in March 2006, gave Chinese Official
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d in PETERSON, Canadian Zttorney 1, and Chinese Offi

early 6 percent stake in the partnership that owned Tower Twc.



purchase to the present, the building’s value has increased,

thereby increasing the overall value of Chinese Official 1's

<

interest to more than $2.88 million.
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45 In furtherance of the conspiracy and to effect its
objects, within the Southern District of New York and slsewhere
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OVERT ACTS

a. On or about October 28, 2004, PETERSON sent an

percent stake in Project Cavity, falsely writing “[jlust toc be
clear, [Chinese Official 1] will not ‘acguilre another 4.5% of
shares’ from MS. It’'s Yong Ye . . .”

b. On oxr about March 5, 2005, PETERSON sent =

which PETERSON falsely represented that Yongye would be acquiring
a 12 percent ownership interest 1in Tower TwoO

c. On or azbout November 10, 2005, PETERSON sant

company for Tower Two's special purpose vehicle to Yongye.

d. On oxr zabout NWovember 16, 2005, PETERSON sent
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big picture here YY gave us this deal So we owe them a
favor relating to this deal. This should be very easyv and
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e, On or zbout March 28, 2006, PETERSON, together
with others, caused Asiasphere to send $2,924,265.00 to MSREF to

purchase a 12 percent interest in Tower Two, with the funds sent
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completion of Asiasphere’s purchase of z 1l2-percent interest in

Tower Two, Canadian Attorney 1 falsely represented, in response

. -y = 7 - i TN s S -7 . e "
to an inguiry from a Morgan Stanley employee, that Asiasphere was
owned by Yongye, writing “I coniirm, as Aglasphere’s counsel in
their acguisition of 12% eguity interests in [Tower Two], that
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with others, caused Asia

4. On or about March 26,

sphere

Morgan Stanley,
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from an account

ng XKong. This
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international wire $72,000.00 to an account held by Asiasphere

Holdings, Ltd. at Shanghai Commercial Bank Ltd., Hong Kong. This

payment constituted a partial distribution to shareholders in

Tower Two.,

JEFFREY H. KNOX
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