
C‘o-Borrowing Facilities, the Non-Co-Bonowing Facilities and the proceeds from thc Debtors’ 

debt and equity securities offerings). The Debtors commingled all of their cash with that of the 

RFEs in the CMS. After the Debtors deposited cash into the CMS, “ownership” of the cash 

could he transferred through siniplc journal entries to any RFE. The cash also could be 

transferred from the CMS tc) any of a nuniber of bank accounts held in the name of the RFEs. 

i 

471. Through the CMS, the Rigas Family misappropriated over $3.4 billion from 

the Co-Borrowing Facilities for its own benefit. The Debtors’ banking and wire transfer records 

reflect that the Rigas Family obtained funds from the Co-Borrowing Facilities by transferring 

funds froin the CMS to an account maintained at Wachovia by Highland Holdings or some other 

RFE, lollowed by a transfer from the RFE either directly to individual members of the Rigas 

Family or to other RFEs, many of which also maintained accounts at Wachovia. Typically, these 

transfers occurred on the same business day. Thus, on any given business day in which an RFE 

received cash transfers from the Debtors, the RFE’s account balance at Wachovia would 

fluctuate from zero, to the amount transferred in  from Adelphia, and back to zero after the RFE 

funneled thosc funds out to the Rigas Family. Defendant Wachovia, an agent bank or lender 

under cdch of the Debtors’ credit facilities (including the Co-Borrowing Facilities), thus was i n  a 

~ unique position to observe the fraudulent transfer of funds from the Debtors to the Rigas Family: 

* In accordance with its role as an Agent Bank, Wachovia, upon information and belief, shared  its^ 

knowledge of these transactions with other Co-Borrowing and NCB Lenders. 

3. The Rigas Family Falselv Created The Appearance Of A “Deleveraging”. 

-. 
478. The Rigas Family was not content with merely concealing the amounts 

borrowed by the R E S  under the Co-Borrowing Facilities. In response to market concerns about 
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the Uehtors’ increasing debt load, the Kigas Family publicly announced that it would be 

purchasing Adelphia stock to assist the Debtors with deleveraging -- Le., significantly reducing 

debt. At all relevant times, these statements were fraudulent because Adelphia’s leverage was 

increasing and, as discussed infra, the Rigas Family was using its acquisition of Adelphia’s 

securities with Co-Bori-owing funds to conceal the Debtors’ increasing leverage. Defccndants 

knew of end participated in this scheme through their appi-oval of Co-Borrowing Facility draws 

to fund the Kigas i;aniily’s acquisitions of Adelphia’s securities, through their underwriting of 

debt and equity offerings in  which the fraudulent purchases occurred, and through their 

knowledge and disregard that the purported deleveraging was a sham 

479. The basic structure of these bogus securities purchase transactions involved: 

e a draw down by an RFE under a Co-Borrowing Facility in the amount 
of the purchase price of the securities to be purchased; 

a transfer from the R E  co-borrower to an RFE that was not a co- 
borrower; 

a transfer from the non-co-borrowing RFE to the Debtors; 

Adelphia’s issuance of securities to the non-co-borrowing W E  -- i.e., 
the Rigas Family; and 

the Debtors’ use of proceeds of the Rigas Family’s securities purchase 
to pay down outstanding debt under the Co-Borrowing Facilities. 

o 

0 

480. As a result of these transactions, the Debtors booked an increase in a 

shareholders’ equity account in the amount it had received from the RFE, and recorded a 

correlating decrease in the debt outstanding under one or more of the Co-Borrowing Facilities. 

The decrease, however, was fraudulent. Because the Debtors still remained liable for the CO- 

borrowing funds used by the RFE to purchase Adelphia securities (but failed to disclose that 

liability), the purpose and effect of the transaction was simply to move the debt purportedly paid 
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down undcr the Co-Borrowing Facility off of  thc Debtors’ books and onto the books of the CO- 

boimwei~ R E  i n  violation or GAAI’. 01 course, under the terms of the CO-Borrowing Facilities, 

the Co-Bon-owing Ikhtors remained liable for all amounts drawn by the RFE co-borrowers 

despite the Rigas Family’s fraudulent bookkeeping. 

.r 

48 I .  From I999 through 2001. the Investment Banks, by and through analysts, 

published a series of reports announcing thc Rigas Family’s purported campaign to delever the 

Debtors. These reports facilitated the fraud by disseminating the Rigas Family’s misleading 

. ~ .  
’‘ intentions and actions and verifying them. The Investment Banks knew or recklessly disregarded 

that the Rigas Family made bogus equity contributions to Adelphia, concealed the actual level of 

deht and niisrepresented their efforts to delever the Debtors. 

E. Defendants Knew Of Or Recklesslv Disregarded The  Fraud. 

1. The Rigas Family Specifically Informed 
Defendants Of Their Fraudulent Activities. 

482. Although the Rigas Family concealed their fraud from the public and the 

Dehtors’ other creditors, the Rigas Family did not conceal it from Defendants. To  the contrary, 

the Rigas Family could not have accomplished this massive fraud on the Debtors and their ~. 

creditors without Defendants’ substantial and knowing assistance. 

4x3. As set forth above, the Rigas Family disclosed to each of the Co-Borrowing 

Lenders (prior to closing and thereafter) that a substantial portion of the proceeds would be used 

for purposes benefiting solely the Rigas Family and the RFEs. This disclosure -- along with the 

structure of the Co-Borrowing Facilities that the Co-Borrowing Lenders had approved -- gave 

Defendants actual notice of the misconduct by the Rigas Family. As more fully described below, 

--- _” 
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many of the Defendants had a much more suhstantial relationship with the Debtors and the Rigas 

Family that provided them with significantly inore information ahour the fraud 

2.  Defendants Knew That The Rigas Family 
Concealed The Debtors' Co-Borrowine Debt. 

484. The Co-Borrowing Lenders knew or recklessly disregarded that the Debtors' 

filings with the SEC consistently concealed the true amount of their co-borrowing liability 

Obviously, the Co-Borrowing Lenders knew the amount owing under the Co-Borrowing 

Facilities in  which they participated. In addition, since Wachovia and BMO were Agent Banks 

or lenders under all of the Co-Borrowing and Nan-Co-Borrowing Facilities, these institutions 

also knew the outstanding balances of all of the Debtors' bank debt (as did other lenders 

participating i n  the Co-Borrowing and Non-Co-Borrowing Facilities). All of the Co-Borrowing 

Lenders regularly received compliance certificates from the Debtors evidencing the true amouns 

outstanding under the Debtors' credit facilities. 

~ 

485. Upon information and belief, the Co-Borrowing Lenders performed periodic 

analyses demonstrating Adelphia's concealment, as caused by the Rigas Family, of billions of 

dollars under the Co-Borrowing Facilities from the Debtors' balance sheet. For example, on or 

about March 29, 2001, Defendant Wachovia performed an analysis of Adelphia's total 

outstanding "bank debt" at the subsidiary level, as of September 30,2000, under the two CO- 

Borrowing Facilities then outstanding -- UCA/"C and CCH -- and under six Non-Co- 

Borrowing Facilities then outstanding -- Parnassos, Chelsea Communications, Adelphia Cable 

Partners, Harron Communications, Frontiervision and Century-TCI. Wachovia determined that 

the Dehtors' total "bank debt" as of September 30,2000 was approximately $5.2 billion. 
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486. Adelphia’s public filings for the same period, however. disclosed that the 

Ilehtors’ bank debt, as of September 30, 2000, was approximately $3.8 billion. Wachovia did 

not need a n y  “special” access to the Debtors to obtain this information. To the contrary, all of 

the Co-Borrowing lenders could have made this calculation based on information readily 

accessible to them as lenders. Thus, Wachovia’s analysis demonstrates that, many, if not all, 

Defendants knew or recklessly disregarded that Adelphia was understating its total bank debt in 

2000 by approximately $1.4 billion and that Adelphia’s leverage was not being reduced as 

represented 

487. Moreover, upon infonnation and belief, in early 2002, each of the Agent 

Banks perfonncd an analysis of Adelphia’s total outstanding bank debt, as of September 30, 

2001, under the Co-Borrowing and Non-&-Borrowing Facilities. Based on the information 

available lo them (and which had been available since 1999), each of the Agent Banks 

determined chat Adelphia’s total bank debt was between $6.8 billion and $7.3 billion. 

488. Adelphia’s public filings for the same period, however, disclosed that 

Adelphia’s bank debt as of September 30, 2001, was approximately $5.4 billion, which included 

.? amounts borrowed by an Adelphia subsidiary, Adelphia Business Solutions, Inc. (“ABIZ”), that .- 

the Agent Banks did not include in their calculations. Thus, even including the amounts 

borrowed by ABIZ, Defendants knew or recklessly disregarded that the Debtors understated their 

total bank debt by at least $1.4 billion. Yet the concealment went much further. Because the 

, SEC filing included significant ABIZ bank debt -- which the Co-Borrowing Agent Banks’ 

,:.g analyses excluded -- the Debtors amounts clearly concealed much more than $1.4 billion. -. . 



489. In addition to the information the Agent Banks received as lenders, the Agent 

Banks and the Investment Banks had additional and ample opportunities to learn all material 

aspects of the Debtors' business and finances. As more fully set forth below, each of the Agent 

Banks and the Investment Banks, as the Debtors and the Rigas Family's long-time lenders, 

investment bankers, underwriters, financial analysts, financial advisors and strategic partners, 

had access to and possession of significant non-public information concerning the financial 

affairs o f  the Debtors, the RFEs and the Rigas Family. Moreover, the Investment Banks had a 

legal ohligation to conduct extensive due diligence in connection with the securities offerings 

they underwrote 

3. Defendants Knew That  The Rigas Family 
Was  Usinz The CMS To Facilitate The  Fraud. 

490. As discussed above, most of the bank accounts through which the Rigas 

Family caused Adelphia to fraudulently transfer the co-borrowing funds -- principally the CMS 

and the Rigas Family's personal accounts -- were maintained at Defendant Wachovia. In many 

instances, Wachovia would fund, or otherwise be aware of, massive draw downs by an Adelphia 

subsidiary under the Co-Borrowing Facilities on the same day that the Rigas Family deposited or 

transferred significant amoun6, which, i n  some instances, matched the amounts drawn down 

under a Co-Borrowing Facility the very same day. As such, Wachovia knew or recklessly 

disregarded the Rigas Family's fraudulent conduct. Upon information and belief, other Co 

Borrowing Agent Banks knew of the fraudulent use of Co-Borrowing Facilities and the shifting 

of funds via the CMS. 

491. In this regard, records of Adelphia, BofA and Wachovia reflect that, on July 3, 

2000, Highland Prestige, an RFE co-borrower, drew $145 million under the CCH Co-Borrowing 

-113- 



Facility. Thc money was transferred directly from BofA, the administrative agent under the 

CC" Co-Borrowing Facility, to a Highland Prestige bank account at Wachovia. That same day, 

Highland Prestige transferred approximately $145 million from the same account to the account 

0 1  another RFE (not a co-borrower), which used the funds to acquire shares of Adelphia Class B 

Comirion Stock 

492. Upon information and belief, before each of the Co-Borrowing Facilities 

closed, all of the Co-Borrowing Lenders obtained summaries, reports and other information 

relating l o  the CMS. Thus, Defendants knew of, or recklessly disregarded, the existence of the: 

CMS, the commingling of funds in  the CMS, and the fraudulent use by the Rigas Family of 

funds within the CMS. In particular, Wachovia, by virtue of its oversight of the CMS, Highland 

Holdings accounts and other Rigas Family accounts that received transfers from the CMS, knew 

or recklessly disregarded the fraudulent natllre of the transfers between the Debtors and the RFEs 

via the CMS. 

493. By contrast, the Debtors, at the direction of the Rigas Family, never informed 

other creditors, including the holders of public debt securities issued by the Debtors, that the 

CMS included commingled cash from the Debtors and the RFEs that was being fraudulently 

diverted from the Debtors for the benefit of the Rigas Family. 

4. Defendants Knew That The Proceeds Of The 
Non-Co-Borrowinc Facilities Were Used For Fraudulent F'urDoses. 

.>  - 

494. After May 1999, each of the Co-Borrowing Lenders knew that (i) the Debtors 

and the RFEs were cornmingling cash, ( i i )  the Co-Borrowing Debtors had agreed to be liable for 

co-bornowing funds drawn by the RFEs, and (Si) the Rigas Family was using the Co-Borrowing 



Facilities for personal expenses, including, hut not limited to, the purchase of securities issued by 

Adelphia. The composition of the lenders in the Co-Borrowing Facilities and the Non-Co- 

Borrowing Facilities substantially overlapped. Once they had indisputable notice of the fraud, 

the  Co-Borrowing Lenders participating in  the Non-Co-Borrowing Facilities knew or should 

have known that the. Rigas Family would use the proceeds of the Nan-Co-Borrowing Facilities in 

furtherance of the fraud 

BofA 

BMO 

Wachovia 

Citibank 

F. Many Defendants Assisted In, Or Recklessly Ignored, 
The  Rigas Family’s Fraud T o  Garner  Enormous Fees. 

BAS 

BMO NB 

Wachovia Securities 

SSB 

1. The Unity Of Interest Between Each Agent 
Bank And Its Affiliated Investment Bank. 

BONY 

BNS 

495. Substantially all of the Agent Banks had Investment Bank affiliates that 

rendered significant underwriting, investment banking, and other advisory services to the 

Debtors. The following is a chart setting forth the applicable Defendant Agent Bank and its 

Defendant Investment Bank affiliate: 

BNY Capital Markets 

Scotia Capital 

Bank Affiliate 
Agent Bank 

ABN AMRO ABN AMRO Securities 



496. - 

Menill Lynch 

~~ -~ 
Investment 

Bank Aftiliate 

Barclays Capital 

CIBC CIBC Securities 

Agent Rank 

Barclays 
-. 

M e d l  Lynch Securities 

Credit Lyonnais ---i 

- 
Morgan Stanley 

PNC Bank 
- ~~ 

Credit Lyonnais * Securities 

Morgan Stanley Securities 

PNC Capital Markets 

CSFB Securities 
~ 

Deutsche Bank Deutsche Bank Securities 

Royal Bank of Scotland 

DLJ Securities 

Royal Bank of Scotland 

Fleet 

Societe Generale SG Cowen 

SunTrust SunTrust Securities 

. -  

TDI 

Each Agent Bank shared a unity of interest, conspired, and acted in concert 

with its affiliated Investment Bank with respect to transactions related to the Debtors and Rigas 

Family. Each of the Investment Banks, among other things, underwrote numerous Adelphia 

~- securities offerings, advised the Rigas Family on structuring various financing transactions for .~~ 

.the Debtors and the Rigas Family, and had its purportedly independent analysts issue overly .. . 

optimistic reports on Adelphia’s securities to inflate or maintain the market value of the Rigas 

Family’s stock holdings. While each Agent Bank and its Investment Bank affiliate should have 
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made independent judgments about whethcr to lend to the Debtors and to underwrite Adelphia 

seciirities, no such independent judgments or decisions were made. Instead, each of the Agent 

Banks and Investment Banks made decisions based solely on the fee income that would be 

generated 

497. The Investment Banks and affiliated Agent Banks shared all material 

information about the Debtors’ businesses and finances. Indeed, upon information and belief, 

each of the underwriting agreements between the Investment Banks and the Debtors expressly 

authorized information-sharing between the Investment Banks and their Agent Bank affiliates. 

One of these underwriting agreements provided that: 

The Investment Banks may . . . share any Offering Document, the 
Information and any other information or matters relating to 
Company, any assets to be acquired or the transactions 
contemplated hereby with Bank of America, N.A. (“BofA”) and 
Citibank, N.A. (together with SSBI, “Citi/SSB”) and BofA and 
Citi/SSB affiliates may likewise share information relating to 
Company, such assets or such transaction with the Investment 
Ranks. 

498. Not only did the Agent Banks and Investnient Banks share information, each 

of the institutions worked as a team to ensure that they extracted maximum fee income from the 

Debtors. For example, BAS “deal teams” for many Adelphia securities offerings included 

employees of both BAS and BofA. The December 21,2000 agreement pursuant to which 

Adelphia retained BAS to act as, among other things, its investment advisor, states: “For 

purposes of this engagement letter, ‘BAS’ shall mean Banc of America Securities LLC and/or an>’ 

affiliate thereof, including BofA, as BAS shall determine to be appropriate to provide the 

services contemplated herein[.]” Moreover, BofA ultimately approved the Co-Borrowing 
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F auiities . ’ .  . 

pi-ovided by BAS in approving each of the Co-Borrowing Facilities. 

hased on the fces received hy BAS, and BofA substantially relied upon information 

499. Similarly, in  performing the acts described herein, Citibank, Citicorp, SSB. 

SBI-IC, and their affiliates (the “Citigroup Defendants”) acted together in  pursuit of a common 

plan, such that each acted oil behalf of,  and as the agcnt for, the others. Among other things, the 

Citigroup Defendants shared information and worked as a “team” to obtain investment bank 

engagements and to extend credit to Adelphia, including presenting themselves to the Debtors as 

a single provider of financing and related services and products. As part of this approach, the 

Citigroup Defendan& at times conditioned the extension of credit by one or more of them to 

Adelphia and the Rigas Family on Adelphia’s engaging another of them to provide investdent 

banking services, and vice versa. 

’ 

500. BMO and BMO NB, Wachovia and Wachovia Securities and, upon 

infomiation and helief, the other Agent Ranks and their Investment Bank affiliates also ignored 

any real distinction between lending and investment banking divisions in their dealing with the 

Dehtors and the Rigas Family. Adelphia deal teams for these entities also included employees 

from both lending and investment banking groups, and each Agent Bank approved participation 

in the Co-Borrowing Facilities based primarily upon the fees being earned by its affiliated 

Investment Bank. 

.. . 



2.  The Agent Banks And Investment Banks’ Close 
Relationship With The  Debtors And The Rigas Family. 

501. ’The Agent Banks and Investment Banks’ close relationship with the Debtors and 

the Rigas Family began long before the Co-Borrowing Facilities. In 1986, Adelphia became a 

publicly-traded company through an initial public offering (“IPO”) of its common stock. 

502. Shortly after Adelphia’s P O ,  Adelphia, through the Rigas Family, hegan to 

establish significant relationships with, upon information and belief, each of the Agent Banks 

and the Investment Banks and, upon information and belief. other lenders. Over the next sixteen 

year-s, many of the Agent Banks and their affiliated Investment Banks provided significant debt 

and equity financing, underwriting, investment banking advice and other financial service; to 

Adelphia, to certain of the RFEs, and directly to members of the Rigas Family. Indeed, the 

Agent Banks and Investment Banks were intimately involved, on a non-arms length basis, in the 

Debtors’ financial affairs. 

503. The following chart sets forth some of the more recent Adelphia and Rigas 

Family-related transactions in which certain lead Agent Banks and their affiliated Investment 

Banks participated: 



TranvictionlDate I RoCAA/UAS I HMO/ I Wachovia/Wachnvia 1 Citihnn 
UMO NU Securities SSU 

I A I I 
~ ~~~ ~ ~ ~ 

Senior Subordiiiatcd Notes I 
I 0171 I996 

X 6100M ACC Senior Notes & 
Prefened Stock 

7/1/1997 
,145M Frontiervision Discount 

Notes 

X 

X 

$217.6SM I I 718% Senior 
Discount Notes 

X 

5/8/1998 

Offering 
8/1998 

$700M Pamassos Credlt 
Facility 

X 

X X X 

I2/1998 
Harron Credit Facility 

1999 
$372M Class A Common 

Stock Offering 
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x x X 

X 

111999 
,400M Senior Notes Offenng 

1/8/1999 
$494M Clas? A coinmoii 

4/1999 
,500M Conven~ble Preferred 

Offering 

X 

X 

X 

X 

X 

X 

4/99 
$XSOM UCA/HHC Co- 

Borrowing Credit Facility 
5/6/1999 

%350M 7 7/8% Adelpha 
Senior Notes Offering 

611 5/1999 
$142 Class A Common 

Stock Offering 
Y/30/199Y 

November 1999 Hyperion 
$262.5 Million Common 

Stock Follow On Offering. 
$5WM 9 3/8% Adelphia 

Bond Offering 
11116/1Y99 

X 

X 

X X X 

X X 

X X 

X 

X X 



l'r:rnsaction/Date 

%SOOM S l/2% Convertible 
Prcfcrred Offering 

1999 
$ I  .OB CcnturyfKl Credil 

1:acilitv 

$750M ACC Sciuor 
Bond3 Offennr 

Biirrowing Facility 

$ I . i B  Araliova Bridge Loan 
1/3/2001 

2/2001- 
$Xh3M 6% Convertihlc 

Notes Offering 

Offering 
1 / I  8/2001 

Subordinated Notes Offeriiq 

Notes Offering 

Borrowinr Facilitv 
Y/28/2iOI 

$5OOM 10 l/4% Setuor 
Notes Offenng 

hga5  Family Pnvate 
Ba&ng/Broker 

I0/19/20O 1 

X I x  
X I  

X I  

X I 
x I I- 

X 

X I X  

I x  
X I  

Wachovia/Wachovia 
Securities 

X 

X 

X 

__ 
Citibanl 

SSB 

__ 
X 

__ 
X 

__ 

X 

X 

X 
___ 

X 

X 

X 

X 

X 

X 

504. The other Investment Banks also participated in numerous Adelphia-related 

financing. For example: 

ABN AMRO Securities underwrote Adelphia's September 2000 offering of 
senior notes; 
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Barclays Capital underwrote Adelphia’s June 199s offering of senior notes, 
Adelphia’s November 1998 offering of senior notes, Adelphia’s January 1998 
offering of senior notcs, and Adelphia’s September 2000 offering of senior 
notes; 

HNY Capital Markets underwrotc Adelphia’s November 1999 offering of 
senior notes, Adelphia’s April 2001 offering of convertible subordinated notes, 
and Adelphia’s October 2001 offering of senior notes; 

Chase Securities underwrote ABlZ’s December 1996 offering of senior notes 
and warrants, Adelphia’s November 1999 offering of senior notes, and 
Adelphia’s September 2000 offering of senior notes; 

CIBC Securities underwrote Adelphia’s November 1998 offering of senior 
notes, Adelphia’s October 1999 offering of senior notes, ABIZ’s November 
1999 offering of  Class A common stock, and Adelphia’s October 2001 
offering of senior notes; 

Credit Lyonnais Securities underwrote Adelphia’s November 1998 offering of 
senior notes, Adelphia’s October 1999 offering of Class A common stock, 
ARE‘S November 1999 offering of C las  A common stock, Adelphia’s 
September 2000 offering of senior notes, Adelphia’s April 2001 offering of 
convertible subordinated notes, and Adelphia’s October 2001 offering of 
senior notes; 

CSFB Securities underwrote Adelphia’s August 1998 offering of Class A 
common stock, Adelphia’s November 1998 offering of senior notes, 
Adelphia’s J a n u x y  1999 offering of senior notes, Adelphia’s October 1999 
offering of Class A common stock, Adelphia’s October 1999 offering of 
senior notes, Adelphiak November 1999 offering of senior notes, ABIZ’s 
November 1999 offering of Class A common stock, Adelphia’s January 2001 
offering of Class A common stock, and Adelphia’s October 2001 offering of 
senior notes; 

Deutsche Bank Securities underwrote Adelphia’s October 1999 offering of 
limited partnership interests in Century-TCI, Adelphia’s October 1999 
offering of senior notes, and Adelphia’s November 2001 offering of Class A 
common stock; 

- 

DLJ Securities underwrote Adelphia’s May 1992 offering of Class A common 
stock, Adelphia’s October 1999 offering of Class A common stock, and 
ABIZ’s Novembei 1999 offering of Class A common stock; 

Fleet Securities underwrote Adelphia’s September 2000 offering of senior 
notes, and Adelphia’s October 2001 offering of senior notes; 
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Merrill Lynch Securiries underwrote ABIZ’s 1996 offering of Class A 
coninion stock, and Adelphia’s October 1999 offering of Class A common 
stock; 

Morgan Stanley Securities underwrote Adelphia’s October 1999 offering of 
Class A common stock, Adelphia’s September 2000 offering of senior notes, 
Adelphia’s January 2001 offering of Class A common stock, Adelphia’s April 
2001 offering of convertible subordinated notes, and Adelphia’s November 
2001 offering of Class A common stock; 

PNC Capital Markets underwrote Adelphia’s November 1999 offering of 
senior notes, and Adelphia’s September 2000 offering of senior notes; 

Royal Bank of Scotland underwrote Adelphia’s October 2001 offering of 
senior notes; 

Scotia Capital underwrote Adelphia’s November 1998 offering of senior 
notes, Adelphia’s November 1999 offering of senior notes, Adelphia’s 
September 2000 offering of senior notes, Adelphia’s April 2001 offering of 
convertible subordinated notes, and Adelphia’s October 2001 offering o’f’ 
senior notes; 

SG Cowen underwrote Adelphia’s October 1999 offering of Class A common 
stock, Adelphia’s October 1999 offering of limited partnership interests in 
Century-TCI, Adelphia’s September 2000 offering of senior notes, and 
Adelplua’s April 2001 offering of convertible subordinated notes; 

SunTrust Securities underwrote Adelphia’s September 2000 offering of senior 
notes; and 

TD Securities underwrote Adelphia’s July 1997 offering of senior notes and 
Series A preferred stock, Adelphia’s August 1998 offering of Class A 
common stock, Adelphia’s November 1998 offering of senior notes, 
Adelphia’s October 1999 offering of senior notes, Adelphia’s November 1999 
offering of senior notes, Adelphia’s September 2000 offering of senior notes, 
and Adelphia’s October 2001 offering of senior notes. 

1 

505. Thus, the Agent Banks -- acting in concert with their Investment Bank 

affiliates -- did much more than just lend money to the Debtors on a purportedly arms-length 

basis. In addition to offering substantial advice to assist the Debtors and the Rigas Family in 

accessing the commercial lending and capital markets, certain of the Agent Banks, including 

BofA, BMO and Citibank, participated in structuring the Co-Borrowing Facilities and other 
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credit Lacilities for- the Debtors in  a manner that enabled the RFEs to strip assets from the 

Ikbtors. 

500. Moreover, in addition to their underwriting services, certain of the Investment 

Banks rendered substantial financial advisory services to the Debtors and, after reviewing the 

Dehtors’confideotial and proprietary infor-niation, advised the Debtors on financing acquisitions 

and their business plans. For example, BAS and SSB acted as mergers and acquisitions advisors 

to the Debtors for various acquisitions or cable systems around the country. In connection with 

those se,rvices, BAS, SSB and other Investment Banks had their Agent Bank affiliates offer 

bridge loans to finance the Debtors’ acquisitions. 

507. Dy providing their lending, underwriting and financial advisory services as 

one unit -- without recognizing a distinction hetween their lending and capital markets groups -- 

the Agent Banks and their affiliated Investment Banks provided “one-stop shopping” for all the 

Debtors’ financial needs. As a result, the Investment Banks and the Agent Banks, together, 

became the Debtors’ trusted financial advisors and fiduciaries. 

508. Moreover, the Agent Banks and the Investment Banks made no meaningful 
-_I. 

distinction between the Debtors, the Rigas Family, and the RFEs. Indeed, they realized that the 

key to doing business with Adelphia was to satisfy the personal financial whims of the Rigas 

Family. Internal documents of each of the Agent Banks and the Investment Banks reflect that 

their relationship with the Debtors was in reality a relationship with the Riga Family. For 

example, BofA and BAS and BMO and BMO NB often referred to their business with the 

Debtors and the Rigas Family as part of a “Rigas Family” connection, and the Citigroup 

Defendants often referred to Adelphia and the Rigas Family interchangeably. 

.. 

. .. . .  

. .  .- 
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509. As B direct result of the Agent Banks’ intimate relationship with the Rigas 

I:amily arid thc sweethart  deals they made -- &, thr provision of loans under the Co-Borrowing 

Facilities in exchange for exorbitant investment banking fees -- the Co-Borrowing Facilities were 

not “arms-lenglh” lending transactions. In addition to working jointly with the Rigas Family to 

create the fraudulent structure of the Co-Borrowing Facilities, the Agent Banks acquiesced to 

lending terms (duration, interest rates, etc.) that were not the rcsult of arms-length negotiations, 

but effectively were dictated by the Rigas Family to the Agent Banks. 

510. The Agent Banks acceded to these terms because of the promise of lucrative 

fees to the Investment Banks, which was their primary motivation in their dealings with the 

Debtors. The “Rigas Family” connection was extremely lucrative for each of the Agent BBnks 

and the Investment Banks. Upon information and belief, the lead Agent Banks and Investment 

Banks under the Co-Borrowing Facilities -- BofA, BAS, Wachovia, Wachovia Securities, BMO, 

BMO NB, Citibank and SSB -- earned hundreds of millions of dollars in investment banking and 

other fees from the Debtors primarily since the first Co-Borrowing Facility closed. 

51 1. This fee income provided the Agent Banks and Investment Banks with a 

coinpelling motivation to assist the Rigas Family in their fraudulent activities or to turn a blind 

eye to them. Each Agent Bank knew that the fees to its affiliated Investment Bank depended 

upon participation in  the Co-Borrowing Facilities: members of the Rigas Family expressly 

conditioned the granting of investment banking business on participation in the Co-Borrowing 

Facilities. 

512. Thus, many of the Agent Banks approved the Co-Borrowing Facilities even 

though their total credit exposure to the Debtors and the Rigas Family exceeded lending policy 
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limits. I n  almost every instance when this occurred. each of the Agent Banks approved a special 

exception to the exposure limit principally based on the fees to be earned by their affiliated 

lnvestnicnt Bank. For.~xample, Defendant BMO approved its participation in  the Olympus Co- 

Borrowing Facility despite exceeding its house exposure limit for Adelphia and the Rigas Family 

by more than $200 million. BMO approved this enornious exposure limit exception based upon, 

among other things. its frustration at being excluded from a $1.3 billion bridge loan to an 

Adelphia subsidiary arid related securities offerings -- which went to Defendants BofNBAS, 

CitihanWSSB and others _- and by its desire to obtain a lead role for BMO NB in underwriting 

future Adelphia securities offerings. 

513. Wachovia and Citibank also authorized exposure exceptions in connection 

with their approval of the Olympus Co-Borrowing Facility and justified those exceptions based 

upon “fulure capital niarkeb opportunities.” SSB authorized margin loans for the Rigas Family 

that were outside house limits with a similar motive. 

514. The Rigas Family clearly recognized that offering the enticement of 

investment banking fees would cause the Agent Banks to participate in the Co-Borrowing 

Facilities. In his February 17,2000 letter tothe Agent Banks regarding the CCH Co-Borrowing,_ 

Facility, James Brown stated that: 
~. 

All of the lead managers and co-managers of each of these credit 
facilities are expected to have an opportunity to play a meaningful 
role in either the ADLAC or AB12 public security offennns. 

(emphasis added). Thus, by agreeing to participate in the CCH Co-Borrowing Facility, among 

others, the Agent Banks all but insured that their affiliated Investment Banks would garner 

substantial fees. 
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G. Defendants Rewarded The Rigas Faniil~, With Extensive Margin Loans. 

515. One of the most significant and consistent demands made by the Rigas Family 

-- and enticeiiients offered by the Agent Banks and Investment Banks to win husiness -- was the 

provision of margin loans to finance the Rigas Family’s purchase of Adelphia securities. The 

substaiitial niargin loans provided by Defendants Citigroup, BofA and Deutsche Bank Securities 

also provided a strong motive for their participation in the Co-Borrowing Facilities: they would 

always have a second, secured source of repayment if the Rigas Family defaulted on the margin 

loans. 

516. The margin loans -- much like the Rigas Family’s use of the Co-Borrowing 

Facilities ~~ were pivotal to enable the Rigas Family to retain voting control over Adelphia 

during a period of rapid growth through acquisitions. As Adelphia issued additional stock in 

connection with these acquisitions. the Rigas Family needed additional cash to purchase 

Adelphia stock to avoid dilution of their controlling interest. Citigroup, BofA, Deutsche Bank 

Securities and other defendants knew that the Rigas Family used the margin loans and the Co- 

Borrowing Facilities to maintain’control over Adelphia. 

H. The Investment Banks’ Fraudulent Solicitation Of The Debtors’ Notes. 

517. At all relevant times, each of the Investment Banks had affiliates that were 

Co-Borrowing and Nan-Co-Borrowing Lenders. 

518. As underwriters of offerings of debt securities issued to the public by 

Adelphia and its direct and indirect subsidiaries, the Investment Banks had a legal obligation to 
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eiistit~r that Adelpliia and i t s  direct and indirect subsidiaries disclosed all material information 

ahout the Debtors’ business to prospective purchasers of such debt securities. 

519. Since May 1999, when the IJCNHHC Co-Borrowing Facility closed, the 

Investment Banks have underwritten Lhe following public offerings of debt securities: 

~~~ ~~~~~ ~~ .~~- ~. 
Debt Security 
$500 million 
<1.375% Senior 
Notes due 
I 1 / I  5/09 

$745 million 
10.875%~ Senior 
Notes due 
I0/1110 

$1.0 billion 
6.0% Convertible 
Subordinated 
Notes due 

~ ~ _ _ ~  

2/15/06 
$975 rmllion 

_ _ _  -~~ 

3.25% 
Convcrtihle 
Suhordinated 
Notes duc 5/1/21 
5 I .0 billion 
10.250% Scnior 
Notes due 
6/15/11 

$500 million 
10.250% Senior 
Notes due 
1111106 

~ _ _ _ _ ~ _  

- .  

~ 

Issuer 

Adelphia 

Adelphia 

Adelphia 

Adelphia 

__.- 

Adelphia 

Adelphia 

Datl 

1111YY~ 

~ .~ 

9/2000 

1/2001 

412001 

61200 1 

10/200 1 

Underwriters 

CSFB Securities. SSB, BNY Capital Markets, 
Chase Securities, BMO NB, PNC Capital 
Markets, Scotia Capital, TD Securities 

SSB, BAS, Chase Securities, Morgan Stanley 
Securities, Scotia Capital, TD Securities, ARN 
AMRO Securities, Barclays Capital, Credit 
Lyonnais Securities, Fleet Securities, PNC 
Capital Markets, SG Cowen, SunTrust , 

- Securities 

SSB. BAS 

- 

SSB, BAS, BMO NB, Wachovia Securities, 
Morgan Stanley Securities, BNY Capital 
Markets, Credit Lyonnais Securities, Chase 
Securities, Scotia Capital, SG Cowen 

SSB, BAS, BMO NB, CIBC Securities, CSFB 
Securities, Deutsche Bank Securities, Chase 
Securities, TD Securities 

CSFB Securities, BMO NB, B N Y  Capital 
Markets, CIBC Securities, Credit Lyonnais 
Securities, Fleet Securities, Mizuho 
International pic, Scotia Capital, SG Cowen, 
TD Securities, Royal Bank of Scotland 

520. The amount of Debtors’ senior bank debt was a material factor in any 

invehtor’s decision whether to purchase the debt securities, particularly because such securities 

would be junior in right of payment to the senior bank debt. All of the purchasers of the debt 



securities relerred to above relied on accurate disclosure of the amount of the Debtors’ senior 

hank debt. 

521. None or the prospectuses for the dcht securities noted above contained 

accurate disclosures with respect to the amounts outstanding under the Co-Borrowing Facilities. 

Indeed, the standard practice i n  these oflerinzs was simply to incorporate by reference the 

Debtors’ most recent SEC filings. Nonetheless, the Investment Banks knew or recklessly 

disrcgarded the gross understatement of the amount outstanding under the Co-Borrowing 

Ikilities in  these filings. 

522. The Investment Banks focused significantly more effort on generating fee 

income than ensuring appropriate disclosure of the Co-Borrowing Facilities. At all relevant 

times, the Investnient Banks and their Agent Bank affiliates shared all material information and 

due diligence regarding the Debtors, the R E S  and the Rigas Family. The Investment Banks and 

Agent Banks did not properly maintain the “information walls” that would prohibit the sharing of 

such information. To the contrary, the Investment Banks and Agent Banks needed to and, in 

fact, did share information to maximize their ability to garner additional fees. Thus, uncovering 

the fraud would have been as simple as requesting from the Debtors -- or their Agent Bank 

affiliates -- the amounts outstanding under the Debtors’ credit facilities and comparing those 

amounts with the Debtors’ SEC filings. The Investment Banks either obtained this information 

from their affiliated lenders (which would have provided actual notice of the fraud) or the 

Investment Banks recklessly failed to do so 

523. The debt securities solicited by the Investment Banks were issued on a 

structurally subordinated basis to the Co-Borrowing Facilities. Thus, the purchasers of the debt 
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securilies - -  [he pxties to whom the Investinenl Banks provided, or recklessly permitted the 

Debtors to provide. misleading and false information -- would suffer the first losses if the 

Debtors' businesses collapsed under the weight o f  the undisclosed debt burden and massive 

fraud. The structurally subordinated debt securities also ensured that the Co-Borrowing Lenders 

would have morc credit support to ensurt: repayment of their loans 

1. The Fraud Is Disclosed. 

524. On or about March 27, 2002, members of the Rigas Family announced that 

thcy had concealed from the public approximately $2.3 billion of the co-borrowing Debtors' 

liability. L a b ,  that aniouni was increased to approximately $3.4 billion. On or about April 1, 

2002, Adelphia failed to f i le its Annual Reports on Form IO-K with the SEC as required by 

applicable regulations. The failure timely to file the 10-K triggered an Event of Default undei 

the Co-BoiTowing Facilities. 

525. Notwithstanding the Rigas Family's concealment of $3.4 billion of debt and 

the defalllt under the Co-Borrowing Facilities, thc Co-Borrowing Lenders, and in particular 

BofA, Citibank andlor Citicorp and Dcutsche Bank -- each being, upon information and belief, 

.acutely aware of the Rigas Family's significant liabilities with respect to their margin accounts at 

'BofA, SSB and Deutsche Bank Securities -- continued to approve borrowing requests under the 

Co-Borrowing Facilities. Worse still, the Co-Borrowing and NCB Lenders knew that the 

Debtors would use most, if not all, of the post-disclosure, post-default borrowings to fund margin 

payments owed by the Rigas Family and the RFEs to the Margin Lenders. Thus, the Co- 

Borrowing Lenders allowed the Rigas Family to borrow funds under the 

, . 

Co-Borrowing 



Facilities -- on which Adelphia was obligated -- to pay off t h e m  margin loans -- on which 

only  the R i g s  Family was ohligated. 

526. Faced with the harshly critical public reaction to the disclosure of the fraud at 

the Debtors, BofA, BMO, Wachovia, the Citigroup Defendant5 and their respective affiliates 

issued internal status reports. None of  the status reports expressed any shock -- let alone surprisc 

-- about the situation at the Debtors. To the contrary, each of these institutions acknowledged 

that they had always known all the material (and previously undisclosed) facts about [he Co- 

Borrowing Facilities. 

J. The  Inevitable Result Of The Fraud: The Debtors File Chapter 11. 

521. Saddled with the massive debt burden of loans that were intended to benefit 

only the Rigas Family (and which, in fact, did only benefit the Rigas Family), on June 25,2002 

the Debtors filed petitions pursuant to Chapter I 1 of the Bankruptcy Code in this Court. 

K. Indictment Of The Kieas Family. 

528. On July 24, 2002, John Rigas, Timothy Rigas, and Michael Rigas, along with 

Brown and Mulcahey, were arrested in connection with a criminal complaint filed by the United 

States Attorney for the Southern District of New York and were charged with nine counts of 

bank, securities and wire fraud. On September 23,~2002, each of them was indicted. 

529. The criminal complaint against these members of the Rigas Family alleges, 

among other things, that they “looted Adelphia on a massive scale, using the company as the 

Rigas Family’s personal piggy bank, at the expense of public investors and creditors,” and that 

the Rigas Family “fraudulently concealed [their] self-dealing from the public.” The criminal 
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complaint also alleges that the Rigas Family concealed their self-dealing by, among other things, 

failing to  accurately disclose Adelphia’s liabilities under the Co-Borrowing Facilities and using 

co-bor-rowins funds -~ for which the Co-Borrowing Debtors remained liable - -  to acquire 

Adelphia securities to mislead the public into believing that Adelphia was reducing its 

consolidated leverage. 

530. Recently, Brown and another former Adelphia executive, Timothy Werth, 
. ,  

pleaded guilty to charges resulting from their participation in the Rigas Family’s fraud. 

FIRST CLAIM FOR RELIEF 

(Avoidance and  Recovery of Intentionally Fraudulent Transfers 
Under 11 [J.S.C. $5 548,550 and 551 Against the UCA/”C Co-Borrowing Lenders) 

531. Plaintiffs reallege paragraphs 1 through 530 as if fully set forth herein 

532. The UCA/I+HC Co-Borrowing Debtors borrowed from, and incurred the 

obligation to pay indebtedness to, the UCNHHC Co-Borrowing Lenders in the approximate 

amount of $83 I million pursuant to the UCNHHC Co-Borrowing Facility (the “UCA/HHC Co- 

Borrowing Obligations”). 

533. To secure the repayment of the UCAMHC Co-Borrowing Obligations, the 

UCA/”C Co-Borrowing Debtors conveyed liens, security interests, mortgages, and pledges of 

their respective property to the UCNHHC Lenders (the “UCAMHC Co-Borrowing Security 

In teres ts”). 

534. With each of the UCA/”C Co-Borrowing Lender’s knowledge, reckless 

disregard andor  consenf at least $642 million of the proceeds of the UCAMHC Co-Borrowing 



Facility were used by the Debtors and the Rigas Family for purposes benefiting solely the Rigas 

Family. A substantial portion of this amount was incurred and paid i n  the year preceding the 

Petition Date. 

535. The incurrence of the UCNHHC Co-Borrowing Obligations and the grant of 

the UCMHHC Co-Borrowing Securilp Interests were transfers of interests i n  property of the 

LJCA/HHC Co-Borrowing Debtors. 

536. In incurring the UCAMI-IC Co-Borrowing Obligations and granting the 

UCAIHHC Co-Borrowing Security Interests, the UCMHHC Co-Borrowing Debtors intended to 

delay, hinder and defraud any entity to which the UCA/"C Co-Borrowing Debtors were or 

became indebted on or after the date that such obligatious were incurred or such security 

interests were granted. 

537. At the time the UCAMHC Co-Borrowing Obligations were incurred and the 

UCNHHC Co-Borrowing Security Interests were granted, the UCAMHC Co-Borrowing 

Debtors knew or recklessly disregarded the fact that the UCA/"C Co-Borrowing Debtors 

would receive no benefit from the amounts borrowed by the RFEs and that the RFEs would be 

unable to repay amounts borrowed under the UCA/"C Co-Borrowing Facility. The RFEs 

contributed a disproportionately small amount of assets to the UCA/"C Co-Borrowing 

Facility, and such assetS were not sufficient to secure repayment of the amounts borrowed by the 

RFE!,. 

538. In furtherance of this fraud, the Rigas Family caused the UCMHHC Co- 

Borrowing Debtors to conceal at least $642 million of the borrowings under the UCA/"C Co- 

Borrowing Facility and, as alleged a, deceived creditors into believing that the UCA/"C 
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Dehtors' leverage \%'as being reduced when, in  fact, the UCMHHC Debtors' debts under the 

UCA/HHC (lo-Borrowing Facility were increasing. 

539. The UCA/HHC Co-Borrowing Lenders' conduct in paticipating in  the 

[JCA/HHC Co-BorTowing Facility was recklessly indifferent and in  bad faith. The uses of the 

UCA/HHC Co-Borrowing Facility by the Rigas Family occurred with the UCA/"C Co- 

Borrowing Lenders' knowledge, recklesb disregard and/or consent. 

540. The UCAMHC Co-Borrowing Lenders were initial and/or immediate or 

mediate transferees of the IICNHHC Co-Borrowing Obligations and the UCA/"C Co- 

Borrowing Secuiity Interests. All of the  UCNHHC Co-Borrowing Lenders received their 

inkrest in  the Co-Borrowing Obligations and the Co-Borrowing Security Interests with full 

knowledge of all facts relevanl to the voidability of the UCA/"C Co-Borrowing Facility. 

541. By virtue of the foregoing, pursuant to sections 548, 550, and 551 of the 

Bankruptcy Code, (i)  all UCAiIlHC Co-Borrowing Obligations incurred pursuant to the 

UCNHHC Co-Borrowing Facility on or within one year preceding the Petition Date, which 

F'laintif.fs believe is not less than $400 million, should be avoided, recovered, and preserved for 

the benefit of the Dehtors' esvates: and (ii) all UCA/"C Co-Borrowing Security Interests 

securing UCA/"C Co-Borrowing Obligations incurred on or within one year preceding the 

Petition Date should he avoided, recovered, and preserved for the benefit of the Debtors' estates, 

togettier with all interest paid in respect of the obligations avoided hereunder. 



SECOND CLAIM FOR RE1,IEF 

(Avoidance and Recovery of Constructively Fraudulent Transfers 
Cinder 11  U.S.C. $8 548,550 and 551 Against the UCA/"C Co-Borrowing Lenders) 

542 Plaintiffs reallege paragraphs 1 through 530 and 532 through 533 as if fully 

\et forth helclll 

541. The UCA/"C Co-Borrowing Debtors incurred the UCNHHC Co- 

Borrowing Obligations in the approximate amount of $831 million pursuant to the UCAMHC 

Co-Horrowing Facility. 

544 To secure the repayment of the UCA/HHC Co-Borrowing Obligations,& 

U C A / " C  Co-Borrowing Debtor\ granted the UCA/"C Co-Borrowing Security Interests to 

the UCA/"C Co-Borrowing Lenders. 

545. With each of the UCNHHC Co-Borrowing Lender's knowledge, reckless 

disregard and/or consent, at least $642 million of the proceeds of the UCAlHHC Co-Borrowing 

Facilily wcrc used by the UCNHHC Co-Borrowing Debtors and the Rigas Family for purposes 

benefiting solely the Rigas Family and the R E S .  A substantial portion.of this amount was 

incurred and paid in the year preceding the Petition Date. 

546. The incurrence of the UCNHHC Co-Borrowing Obligations and the grant of 

the UCA/HHC Co-Borrowing Security Interests were transfers of interests in property of the 

UCA/"C Co-Borrowing Debtors. 

541. When the UCA/HHC Co-Borrowing Debtors incurred the UCA/"C CO- 

Borrowing Obligations and granted the UCAiHHC Co-Borrowing Security Interests, the 
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{ICA/HIiC Co-Borrowing Debtors: ( i )  were insolvent or were rendered insolvent, ( i i )  were 

engaged or werc about to engage in  business or a transacrion for which any property remaining 

with the UCNHHC Co-Borrowing Debtors was an unreasonably small capital, andor  

(iii) intended to incur, or believed that thcy would incur, debts that would be beyond their ability 

io pay as such debts matured 

548. The UCAIHHC Co-Borrowing Debtors did not receive any value, let alone 

reasonably equivalent value, from the borrowings by the R E S .  The UCNHHC Co-Borrowing 

Credit Agreements specifically contemplated that borrowings thereunder could be used by the 

UCAII-IHC Co-Borrowing Debtors or the RFEs. Each of the UCNHHC Co-Borrowing Debtors 

and the RFEs could borrow amounts at will under the UCA/"C Co-Borrowing Facility, with 

all borrowers heingjointly and severally liable for all borrowings thereunder. The RFEs 

contributed a disproportionately small amount of assets to the UCiVHHC Co-Borrowing 

Facility, and such assets were not sufficient to secure repayment of the amounts borrowed by the 

R F l k  The UCA/HHC Co-Borrowing Debtors did not receive fair value or reasonably 

equivalent value from the bo!-rowings by the Rigas Family or the RFEs. 

549. The UCNHHC Co-Borrowing Lenders' conduct in participating in the .L%. 

UCAIHHC Co-Borrowing Facility was recklessly indifferent and in bad faith. The uses of the 

UCNHHC Co-Borrowing Facility by the Itigas Family occurred with the UCNHHC Co- 

Borrowing Lenders' knowledge. reckless disregard and/or consent. 

550. The UCA/"C Co-Borrowing Lenders were initial and/or immediate 01 

mediate transferees of the UCNHHC Co-Borrowing Obligations and the UCA/"C Co- 

Borrowing Security Interests. All of the UCA/"C co-Borrowing Lenders received their 



interest in the UCMHHC Co-Borrowing Ohligations and the UCA/"C Co-Borrowing Security 

Interests with full knowledge of all rclevant facts relating to the voidability of the UCAHHC 

Co-Roirowing Facility. 

551. By virtue of the foregoing, pursuant to scctions 548, 550, and 551 of the 

Bankruptcy Code, (i)  all UCAMHC Co-Borrowing Obligations incurred pursuant to the 

UCA/HHC Co-Borrowing Facility on or within one year preceding the Petition Date, which 

Plaintiffs believe is not less than $400 million, should be avoided, recovered, and preserved for 

the benefit of the Debtors' estates; and (ii) all UCA/"C Co-Borrowing Security Interests 

securing CJCA/"C Co-Borrowing Obligations incurred on or within one year preceding the 

Petition Date should be avoided, recovered, and preserved for the benefit of the Debtors' estates. 

THIRD CLAIM FOR RELIEF 

(Avoidance and Recovery of Intentionally Fraudulent Transfers 
Under 11 U.S.C. $9 544(b), 550 and 551 Against the UCA/HAC Co-Borrowing Lenders) 

S52. Plaintiffs reallege paragraphs 1 through 530 and 532 through 533 as if fully 

set forth herein. 

553. The UCMHHC Co-Borrowing Debtors incurred the UCAfHHC Co- 

Borrowing Obligations in the approximate amount of $831 million pursuant to the UCA/"C 

Co-Borrowing Facility. 

554. To secure the repayment of the UCA/"C Co-Borrowing Obligations, the 

UCA/"C Co-Borrowing Debtors conveyed the UCA/"C Co-Borrowing Security Interests to 

the UCA/"C Co-Borrowing Lenders. 



555. At least $642 million of the proceeds of the LICA/"C Co-Borrowing 

F ' i ~ i l i t y  : were used by the Debtors and the Rigas Family for purposes benefiting solely the Rigas 

Family and the MS. 

556. The incurrence of the UCNHHC Co-Borrowing Obligations and the grant of 

the UCA/"C Co-Borrowing Security Interests were transfers of interests of the U C M C  Co- 

Boi-rowing Debtors i n  property. 

551. The UCAMHC Co-Borrowing Debtors incurred the UCA/"C Co- 

Borrowing Obligations and granted the UCA/"C Co-Borrowing Security Interests with the 

actual intent 10 delay, hinder and defraud any entity to which the UCIZMHC Co-Borrowing 

Debtors were or became indebted, on or after the date that such obligations were incurred or such 

security interests were granted. 

558. The UCNHHC Co-Borrowing Credit Agreements specifically contemplated 

chat hoi-rowings thereunder could be used by the UCNHHC Co-Borrowing Debtors or the RFEs. 

Each of The UCNHHC Co-Borrowing Debtors and the R E S  could borrow amounts at will 

under the UCA/"C Co-Borrowing Facility, and both would be jointly and severally liable for 

all borrowings thereunder. At the time the UCA/"C Co-Borrowing Obligations were incurred 

and the UCAMHC Co-Borrowing Security Interests were granted, the UCAIHHC Co-Borrowing 

Debtors knew or recklessly disregarded the fact that the UCA/"C Co-Borrowing Debtors 

would receive no benefit from the amounts borrowed by the RFEs and that the RFEs would be 

unable to repay amounts borrowed under the UCNHHC Co-Borrowing Facility. 
L 



559. The UCA/"C Co-Borrowing Debtors knew thar the RFEs contributed a 

disproportionately small amount of assets to the UCA/HHC Co-Borrowing Facility, and such 

assets were not sufficient to secure repayment of the amounts borrowed by the a s .  

560. In furtherance of this fraud, the Rigas Family caused the UCNHHC Co- 

Boi-rowing Debtors to conceal at least $642 million of the borrowings under the UCA/"C Co- 

Borrowing Facility from the public and creditors other than the UCMHHC Co-Borrowing 

Lenders. Thus, the UCNHHC Co-Borrowing Debtors knew that the incurrence of the 

UCA/HHC Co-Borrowing Facility and the UCMHHC Co-Borrowing Security Interests would 

severely inhibit the IJCA/"C Co-Borrowing Debtors' ability to repay other creditors. 

561. The UCNHHC Co-Borrowing Lenders' conduct in participating in the 

LJCA/HHC Co-Borrowing Facility was recklessly indifferent and in bad faith. The uses of the 

UCNHHC Co-Borrowing Facility by the Rigas Family occurred with the UCA/"C Co- 

Borrowing Lenders' knowledge, reckless disregard and/or consent. 

562. The UCA/"C Co-Borrowing Lenders were initial andor  immediate or 

mediate transferees of the UCMHHC Co-Borrowing Obligations and the UCA/"C Co- 

Borrowing Security Interests. All of the UCA/HHC Co-Borrowing Lenders received their 

interest in the UCA/"C Co-Borrowing Obligations and the UCA/HHC Co-Borrowing Security 

Interests with full knowledge of all relevant facts relating to the voidability of the UCA/"C 

Co-Borrowing Facility. 

563. At all times relevant hereto, there were actual creditors of the UCA/"C Co- 

Borrowing Debtors holding unsecured claims allowable against the UCA/"C Co-Borrowing 

Debtors' estates within the meaning of Sections 502(d) and 544(b) of the Bankruptcy Code. 
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Tliese creditors. among othcrs, have the right to void the UCA/"C Co-Borrowing Obligations 

atid the IJCAMHC Co-Borrowing Security Interests under applicable law,, including, hut  not 

limited to, the l a w ~ s  of the Commonwealth of Pennsylvania and the States of New York, Texas, 

North Carolina and Illinois. 

504. By virtue of the foregoing. pursuant lo sections 544(b), 550, and 551 of the 

Bankruptcy Code, (A) (i) all UCA/"C Co-Borrowing Obligations should be avoided, 

recovered, and preserved for the benefit of the Debtors' estates, and (ii) all UCA/"C Co- 

Borrowing Security Interests securiug UCNHHC Co-Borrowing Obligations should be avoided, 

recovered, and preserved for the benefit of the Debtors' estates; or, alternatively, (B)  (i) all 

UCAMHC Co-Bonowing Obligations incurred for the benefit of the Rigas Family should be 

avoided, recovered, and preserved for the benefit of the Debtors' estates, and (ii) all UCA/"C 

Co-Borrowing Security Interests securing UCAEIHC Co-Borrowing Obligations incurred for the 

benefit of the Rigas Family should bc avoided, recovered, and preserved for the benefit of the 

Debtors' estates, together with all interest paid in respect of the obligations avoided hereunder. 

FOURTH CLAIM FOR RELIEF 

(Avoidance and Recovery of Constructively Fraudulent Transfers 
Under 11 U.S.C. $8 544(h), 550 and 551 Against the UCA/"C Co-Borrowing Lenders) 

565. Plaintiffs reallege paragraphs 1 through 530 and 532 through 533 as if fully 

set forth herein. 

566. The UCA/HHC Co-Borrowing Debtors incurred the UCAMHC Co- 

-Borrowing Obligations i n  the approximate amount of $831 million pursuant to the UCNHHC 

Co-Borrowing Facility. 



567. To secure thc repayment o l  the UCNHHC Co-Borrowing Facility, thc 

UCA/HHC Co-Borrowing Debtors conveyed the UCNHHC Co-Borrowing Security Interests 

568 The inciirrence of the U C M I H C  Co-Borrowing Obligations and the grmt of 

the UCNHHC Co-Borrowing Security Interests were transfers of interests of the UCA/"C Co- 

Borrowing Debtors in property. 

569. When the UCAMHC Co-Borrowing Debtors incurred the UCNHHC Co- 

Borrowing Obligations and granted the UCA/"C Co-Borrowing Security Interests, the 

UCA/HHC Co-Borrowing Debtors: (i) were insolvent or were rendered insolvent, (ii) were 

engaged or were about to engage in business or a transaction for which any property remaining 

with the UCNHHC Co-Borrowing Debtors was an unreasonably small capital, andlor 

(iii) intended to incur, or believed that they would incur, debts that would be beyond their ability 

to pay as such debts matured. 

570. With each of the UCNHHC Lender's knowledge, reckless disregard andor  

consenl, at lea\t $642 milhon of the proceeds of the UCA/"C Co-Borrowing Facility were 

used by the Debtors and the Rigas Family for purposes benefiting solely the Rigas Family and 

the FWEs. The UCA/"C Co-Borrowing Credit Agreements specifically contemplated that 

borrowings thereunder could be used by the UCA/"C Co-Borrowing Debtors or the R F E S .  

Each of the UCA/"C Co-Borrowing Debtors and the RFEs could borrow amounts at will under 

the UCA/HHC Co-Borrowing Facility, with all borrowers being jointly and severally liable for 

all borrowings thereunder. 



571. The RFEs contributed ;I disproportionately small amount of asseis to the 

lJCA/"C Co-Borrowing Facility, and such assets were not sufficient to secure repayment of 

the aiiiouiiTs horrowed by the R E S .  

572. The UCMHHC C:o-Borrowing Lenders' conduct in participating in the 

UCA/HHC Co-Tkrowing Facility was recklessly indifferent and in  bad faith. 

UCNHHC Co-Borrowing Facility by the Rigas Family occurred with the UCA/"C Co- 

Borrowing Lenders' knowledge, reckless disregard and/or consent. 

The uses of the 

I. 

s13. The l.lCA/"C Co-Borrowing Lenders were initial and/or immediate or 

nicdiate transferees or the UCA/"C Co-Borrowing Obligations and the UCA/"C Co- 

Borrowing Security Interests. All of the UCMHHC Co-Borrowing Lenders received their 

interest in  the IJCAIHHC Co-Borrowing Obligations and the UCA/"C Co-Borrowing Security 

Interests with full knowledge of all facts relevant to the voidability of  the UCA/"C Co- 

Borrowing Facility. 

514. At all times relevant hereto, there were actual creditors of the UCAMHC Co- 

Borrowing Debtors holding unsecured claims allowable against the UCA/"C Co-Borrowing 

Debtors' estates within the meaning of Sections 502(d) and 544(b) of the Bankruptcy Code. 

These creditors, among others, have the right to void the UCA/"C Co-Borrowing Obligations 

and the UCPJHHC Co-Borrowing Security Interests under applicable law, including, but not 

limited to, the laws of the Commonwealth of Pennsylvania and the States of New York, Texas, 

North Carolina and Illinois. 

~. ? 

575. By virtue of the foregoing, pursuant to sections 544(b), 550, and 551 of the 

Bankruptcy Code, (A) (i) all UCA/"C Co-Borrowing Obligations should be  avoided, 
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recovered, and preserved for the benefit of the Debtors’ esrates, and (ii) all UCA/”C Co- 

Borrowing Security Interests securing UCNHHC Co-Borrowing Obligations should be avoided, 

recovered, arid preserved for the bcncfit o f  the Debtors’ estates; or, alternatively, (B) (i)  all 

UCAMHC Co-Borrowing Obligations incurred for the benefit of the Rigas Family should be 

avoided, recovered, and preserved for the benefit of the Debtors’ estates, and (ii) all UCAMHC 

Co-Borrowing Security Interests securing U C A / ” C  Co-Borrowing Obligations incurred for the 

benefit of the Rigas Family should be avoided, recovered, and preserved for the benefit of the 

Debtors’ estates, together with all interest paid in  respect of the obligations avoided hereunder. 

FIFTH CLAIM FOR RELIEF 

(Avoidance and Recovery of Intentionally Fraudulent Transfers 
Under 11 U.S.C. $5 548,550 and 551 Against the C C H  Co-Borrowing Lenders) 

576. Plaintiffs reallege paragraphs 1 through 530 as if fully set forth herein 

577. The CCH Co-Borrowing Debtors borrowed from, and incurred the obligation 

to pay indebtedness to, the CCH Cn-Bonowing Lenders in  the approximate amount of $2.5 

billion pursuant to the CCH Co-Borrowing Facility (the “CCH Co-Borrowing Obligations”). 

578. To secure the repayment of the CCH Co-Borrowing Obligations, the CCH Co- 

Borrowing Debtors conveyed liens, security interests, mortgages and pledges of their respective 

property to the CCH Lenders (the “CCH Co-Borrowing Security Interests”). 

579. With the CCH Co-Borrowing Lenders’ knowledge, reckless disregard and/or 

consent, at least $1.66 billion of the proceeds of the CCH Co-Borrowing Facility were used by 

the Debtors and the Rigas Family for purposes benefiting solely the Rigas Family and the RFEs. 



A sulxtantial portion of this amount was incurred and paid in the year preceding the Petition 

Dale. 

580. The incurrence of the CCH Cn-Borrowing Obhgdtions and the grant of the 

CCH Co-Borrowing Security Interests were mnsfers of interests in  property of the CCH Co- 

Borrowing Debtors. 

'1 

581. In incurring the CCH Co-Borrowing Obligations and graniing the CCH Co- 

Borrowing Security Interests, the CCH Co-Borrowing Debtors intended lo delay, hinder and 

defraud any entity to which the CCH Co-Borrowing Debtors were or became indebted, on or 

after the dare that such obli~ations were incurred or such security interests were granted. 

s- 
b, 

582. At the time the CCH Co-Borrowing Obligations were incurred and the CCH 

Co-Borrowing Security Interests were granred, the CCH Co-Borrowing Debtors knew or 

recklessly disregarded the fact that the CCH Co-Borrowing Debtors would receive no benefit 

from the amounts borrowed by the RFEs and that the RFEs would he unable to repay amounts 

borrowed under the CCH Co-Borrowing Facility. The R E S  contributed a disproportionately 

small amount of assets to the CCH Co-Borrowing Facility, and such assets were not sufficient to 

secure repayment of thc amounts borrowed by the RFEs. 

;. 
583. In furtherance of this fraud, the Rigas Family caused the CCH Co-Borrowing 

Debtors to conceal at least $1.66 billion of the borrowings under the CCH Co-Borrowing Facility 

and, as allegcd &gra, deceived creditors into believing that the CCH Debtors' leverage was 

being reduced when, in fact, the CCH Debtors' debts under the CCH Co-Borrowing Facility 

were Increasing. 



584. The CCH Co-Borrowing Lenders’ conduct in  participating i n  the CCH Co- 

Borrowing Facility was recklessly indilfcrent and i n  bad faith. The uses of theCCH Co- 

Borrowing Facility by the R i g a  Family occurred with the CCH co-Borrowing Lenders’ 

knowledge. reckless disregard and/or consent. 

585. The CCH Co-Borrowing Lenders were initial andor  immediate or mediate 

transferees of the CCH Co-Borrowing Obligations and the CCH Co-Borrowing Security 

Intercsts. All of the CCH Co-Borrowing Lenders received their interest in the Co-Borrowing 

Obligations and the Co-Borrowing Security Interests with full knowledge of all facts relevant to 

the voidability of the CCH Co-Borrowing Facility. 

586. By virtue of the foregoing, pursuant to sections 548, 550, and 551 of the 

Bankruptcy Code, (i) all CCH Co-Borrowing Obligations incurred pursuant to the CCH Co- 

Borrowing Facility on or within one year preceding the Petition Date, which Plaintiffs believe is 

not less than $600 million, should be avoided, recovered, and preserved for the benefit of the 

Debtors’ esratcs; and (ii) all CCH Co-Borrowing Security Interests securing CCH Co-Borrowing 

Obligations incurred on or within one year preceding the Petition Date should be avoided, 

recovered, and preserved for the benefit of the Debtors’ estates, together with all interest paid in 

respect of the obligations avoided hereunder. 

SIXTH CLAIM FOR RELIEF 

(Avoidance and Recovery of Constructively Fraudulent Transfers 
Under 11 U.S.C. $5 548,550 and 551 Against the CCH Co-Borrowing Lenders) 

587. Plaintiffs reallege paragraphs 1 through 530 and 557 through 558 as if fully 

set forth herein. 



X X .  The CCH Co-Borrowing Debtors incurred the CCH Co-Borrowing 

Ohligations in  thc approximate amount of $2.5 billion pursuant to the CCH Co-Borrowing 

Fac i I i t y . 

589. To secure the repayment of the CCH Co-Borrowing Obligations, the CCH Co- 

Borrowing Debtors grauted the CCH Co-Borrowing Security Interests to the CCH Co-Borrowing 

Lenders 

590. With each of the CCH Co-Borrowing Lender's knowledge, reckless disregard 

and/or consent, at least $1.66 billion of the proceeds of the CCH Co-Borrowing Facility were 

used by the CCH Co-Borrowing Debtors and the Rigas Family for purposes benefiting solely the 

Rigas Family and the RFEs. A substanrial portion of.this amount was incurred by paid in  the 

year preceding the Petition Date 

591. The incurrence of the CCH Co-Borrowing Obligations and the grant of the 

CCH Co-Borrowins Security Interests were transfers of interests of the CCH Co-Borrowing 

Dehtors in property 

592. When the CCH Co-Borrowing Debtors incurred the CCH Co-Borrowing 

Obligations and granted the CCH Co-Borrowing Security Interests, the CCH Co-Borrowing 

Debtors: (i) were insolvent or were rendered insolvent, (ii) were engaged or were about to 

engage in business or a transaction for which any property remaining with the CCH Co- 

:y 

Borrowing Debtors was an unreasonably small capital, andor  (iii) intended to incur, or believed 

that they would incur, debts that would be beyond their ability to pay as such debts matured. 



593. The CCH Co-Borrowing Debtors did not rcceive any value, let alone 

reasonably equivalent value, fro111 the horrowings by the R E S .  The CCH Co-Borrowing Credit 

Agreements specifically ct~ntemplated that horrowings thereunder could be used by the CCH CO- 

Borrowing Debtors or the RFEs. Each of the CCH Co-Borrowing Debtors and the RFEs could 

borrow amounts at will under the CCH Co-Borrowing Facility, with all borrowers beiug jointly 

and scvcrally liable for all borrowings thereunder. The RFEs contributed a disproportionately 

small amount of assets to the CCH Co-Borrowing Facility, and such assets were not sufficient to 

secure repayment of the amounts borrowed by the RFEs. The CCH Co-Borrowing Debtors did 

not receive fair value or reasonably equivalent value from the borrowings by the Rigas Family or 

the KFEs. 

594. The CCH Co-Borrowing Lenders’ conduct in participating in the CCH Co- 

Borrowing Facility was recklessly indifferent and in bad faith. The uses of the CCH Co- 

Borrowing Facility by the Rigas Family occurred with the CCH Co-Borrowing Lenders’ 

knowledge, reckless disregard andor  consent. 

595. The CCH Co-Borrowing Lenders were iuitial and/or immediate or mediate 

transferees of the CCH Co-Borrowing Obligations and the CCH Co-Borrowing Security 

Interests. All of the CCH Co-Borrowing Lenders received their interest in the CCH Co- 

Borrowing Obligations and the CCH Co-Borrowing Security Interests with full knowledge of all 

relevant facts relating to the voidahility of the CCH Co-Borrowing Facility. 

596. By virtue of the foregoing, pursuant to sections 548,550, and 55 1 of the 

Bankruptcy Code, (i) all CCH Co-Borrowing Obligations incurred pursuant to the CCH CO- 

Borrowing Facility on or within one year preceding the Petition Date, which Plaintiffs believe is 
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not less than  $600 million. should be avoided, recovered, and preserved for the benefit of the 

Lkhlors’ estates; and (ii) all CCH Co-Borrowing Security Interests securing CCH Co-Borrowing 

Obligations incun-ed on or within one year preceding the Petition Date should he avoided, 

recovered, and preserved for the benefit of. the Debtors’ estates, together with all interest paid in 

respect of the obligations avoided hereunder. 

SEVENTH CLAiM FOR RELIEF 

(Avoidance and Recovery of Intentionally Fraudulent Transfers 
Under 1 I U.S.C. 4s .544(b), 550 and 551 Against the CCH Co-Borrowing Lenders) 

597. Plaintiffs reallege paragraphs I through 530 and 557 through 558 as if fully 

sct forth herein. 

598. The CCH Co-Borrowing Debtors incurred the CCH Co-Borrowing 

Obligations in  the approximate amount of $2.5 billion pursuant to the CCH Co-Borrowing 

Facility. 

599. To secure the repayment of the CCH Co-Borrowing Obligations, the CCH Co- 

Borrowing Debtors conveyed the CCH Co-Borrowing Security Interests to the CCH Co- 

Borrowing Lenders. ,.. .~ 

600. At least $1.66 billion of the proceeds of the CCH Co-Borrowing Facility were 

used by the Debtors and the Rigas Family for purposes benefiting solely the Rigas Family and 

the R E S .  



601. The incurrence of thc  CCH Co-BoiTowing Obligations and the grant of the 

CCH Co-Borrowing Security interests were transfers of interests in property of Lhe'CCH Co- 

Borrowing Debtors. 

602. The CCH Co-Borrowing Debtors incurred the CCH Co-Borrowing 

Obligations and granted the  CCH Co-Ron-owing Security Interests with the actual intent to 

delay, hinder and defraud any entity to which the CCH Co-Borrowing Debtors were or became 

indebted on or after the date that such obligations were incurred or such security interests were 

granted. 

603. The CCH Co-Rorrowin~ Credit Agreements specifically contemplated that 

borrowings thereunder could be i isd hy  the CCH Co-Borrowing Debtors or the RFEs. Each of 

the CCH Co-Borrowing Debtors and the RFEs could borrow amounts: at will under the CCH Co- 

Borrowinz Facility and both would be jointly and severally liable for all borrowings thereunder. 

At the time the CCIi Co-Borrowing Obligations were incurred and the CCH Co-Borrowing 

Security Interests were granted, the CCH Co-Borrowing Debtors knew or recklessly disregarded 

the fact that the CCH Co-Borrowing Debtors would receive no benefit from the amounts 

borrowed by the RFEs and that the RFEs would be unable to repay amounts borrowed under the 

CCH Co-Borrowing Facility. 

604. The CCH Co-Borrowing Debtors knew that the RFEs contributed a 

disproportionately small amount of assets to the CCH Co-Borrowing Facility, and such assets: 

were not sufficient to secure repayment of the amounts borrowed by the RFEs. 

605. In furtherance of this fraud, the Rigas Family caused the CCH Co-Borrowing 

Debtors to conceal at least $1.66 billion of the borrowings under the CCH Co-Borrowing Facility 

-149- 



from the public and creditors other than the CCH Co-Borrowing Lenders. Thus, the CCH Co- 

Borrowing Debtors knew that the incurrence of the CCH Co-Borrowing Facility and the CCH 

Co-Borrowing Security Interests would severely inhibit the CCH Co-Borrowing Debtors’ ability 

to r e p y  other creditors. 

606. The CCH Co-Borrowing Lenders’ conduct in  participating i n  the CCH Co- 

Borrowing Facility was recklessly indifferent and in  bad faith. The uses of the CCH Co- 

Borrowing Facility by the Rigas Family occurred with the CCH co-Borrowing Lenders’ 

knowledge, reckless disregard and/or consent. 

607. The CCH Co-Borrowing Lenders were initial andor immediate or mediate 

transferees of the CCI-I Co-Borrowing Obligations and the CCH Co-Borrowing Security 

Interests. All of the CCH Co-Borrowing Lenders received their interest i n  the CCH Co- 

Borrowing Obligations and the CCH Co-Borrowing Security Interests with full knowledge of all 

relevant facts relating to the voidability of the CCH Co-Borrowing Facility. 

608. At all times relevant hereto, there were actual creditors of the CCH Co- 

Borrowing Debtors holding unsecured claims allowable against the CCH Co-Borrowing 
i.j 

.. 

Debtors’ estates within the meaning of Sections 502(d) and 544(b) of the Bankruptcy Code. 

These creditors, among others, have the right to void the CCH Co-Borrowing Obligations and 

the CCH Co-Borrowing Security Interests under applicable law, including, but not limited to, the 

J laws of the Commonwealth of Pennsylvania and the States of New York, Texas, North Carolina 

and Illinois. 

609. By virtue of the foregoing, pursuant to sections 544(b), 550, and 551 of the 

Bankruptcy Code, (A) (i) all CCH Co-Borrowing Obligations should be avoided, recovered, and 
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preserved for the benefit of the Debtors’ estates, and (ii) all CCH Co-Borrowing Security 

Interests securing CCH Co-Borrowing Obligations should he avoided, recovered, and preserved 

for the benefit of the Debtors’ estales; or, alternatively, (B) (i) all CCH Co-Borrowing 

Obligations incurred for the benefit of the Rigas Family should be avoided, recovered, and 

preserved foi- the benefit of the Debtors’ estates, and (ii) all CCH Co-Borrowing Security 

Interests securing CCH Co-Borrowing Obligations incurred for the benefit of the Rigas Family 

should he avoided, recovered, and preserved for the benefit of the Debtors’ estates, together with 

all interest paid in respect of the obligations avoided hereunder. 

EIGHTH CLAIM FOR RELIEF 

(Avoidance and  Recovery of Constructively Fraudulent Transfers 
IJnder 11 U.S.C. $5 544(b), 550 and 551 Against the CCH Co-Borrowing Lenders) 

610. Plaintiffs reallege paragraphs 1 through 530 and 557 through 558 as if fully 

set forth herein. 

61 1. The CCH Co-Borrowing Debtors incurred the CCH Co-Borrowing 

Obligations in the approximate amount of $2.5 billion pursuant to the CCH Co-Borrowing 

Facility. 

612. To secure the repayment of the CCH Co-Borrowing Facility, the CCH Co- 

Borrowing Debtors conveyed the CCH Co-Borrowing Security Interests. 

613. The incurrence of the CCH Co-Borrowing Obligations and the grant of the 

CCH Co-Borrowing Security Interests were transfers of interests in property of the CCH CO- 

Borrowing Debtors. 



614. When the CCH Co-Borrowing Debtors incurred the CCH Co-Borrowing 

0hlig;ttioiis and granted the CCH Co-Borrowing Security Interests, the CCH Co-Borrowing 

Dehtors: ( i )  were insolvent or were rendered insolvent, (ii) were engaged or were about to 

engage in  business or a transaction for which any property remaining with the CCH Co- 

Borrowing Debtors was an unreasonably small capital, and/or (iii) intended to incur, or believed 

that they would incur, debts that would be beyond their ability to pay as such debts matured. 

615. With each of the CCH Lender’s knowledge, reckless disregard and/or consent, 

at least $1.66 billion of the proceeds of the CCH Co-Borrowing Facility were used by the 

Debtors and the Rigas Family for purposes benefiting solely the Rigas Family and the RFEs. 

The CCN Co-Borrowing Credit Agreements specifically contemplated that horrowings 

thereunder could be used by the CCH Co-Borrowing Debtors or the RFEs. Each of the CCH Co- 

Borrowing Debtors and the RFEs could borrow amounts at will under the CCH Co-Borrowing 

Facility, with all borrowers being jointly and severally liable for all borrowings thereunder. 

. 

6 16. The KFEs contributed a disproportionately small amount of assets to the CCH 

Co-Borrowing Facility, and such assets were not sufficient to secure repayment of the amounts 

borrowed by the RFEs. 

61 7 The CCH Co-Borrowing Lenders’ conduct in  participating in the CCH CO- 

Borrowing Facility was recklessly indifferent and in bad faith. The uses of the CCH Co- 

Borrowing Facility by the Rigas Family occurred with the CCH Co-Borrowing Lenders’ 

knowledge, reckless disregard and/or consent. 

618. The CCH Co-Borrowing Lenders were initial andor  immediate or mediate 

transferees of the CCH Co-Borrowing Obligations and the CCH Co-Borrowing Security 
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Intercsrs. All of the CCH Co-Borrowing Lenders received their interest in the CCH Co- 

Borrowing Obligations and llie CCH Co-Borrowing Security Interests with full knowledge of all 

facts relevant to the voidability of the CCH Co-Borrowing Facility. 

619. At all times relevant hereto, there were actual creditors of the CCH Co- 

Borrowing Debtors holding unsecured claims allowable against the CCH Co-Borrowing 

Debtors’ estates within the meaning of Sections 502(d) and 544(b) of the Bankruptcy Code. 

These creditors, among others, have the right to void the CCH Co-Borrowing Obligations and 

the CCH Co-Borrowing Security Interest5 under applicable law, including, but not limited to, the 

laws of the Commonwealth of Pennsylvania and the States of New York, Texas, North Carolina 

and Illinois. 

620. By virtue of the foregoing, pursuant to sections 544(b), 550, and 551 of the 

Bankruptcy Code, (A) (I) all CCH Co-Borrowing ObligdtionS should be avoided, recovered, and 

preserved for the benefit of the Debtors’ estates, and (ii) all CCH Co-Borrowing Security 

Interests securing CCH Co-Borrowing Obligations should be avoided, recovered, and preserved 

for the benefit of the Debtors’ estates; or, alternatively, (B) (i) all CCH Co-Borrowing 

Obligations incurred for the benefit of the Rigas Family should be avoided, recovered, and 

preserved for the benefit of the Debtors’ estates, and (ii) all CCH Co-Borrowing Security 

Interests securing CCH Co-Borrowing Obligations incurred for the benefit of the Rigas Family 

should be avoided, recovered, and preserved for the benefit of the Debtors’ estates, together with 

all interest paid in respect of the obligations avoided hereunder. 
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NINTH CLAIM FOR RELIEF 

(Avoidance and Recovery of Intentionally Fraudulent Transfers 
l lnder 1 1  U.S.C. $9 548,550 and 551 Against the Olympus Co-Borrowing Lenders) 

621. Plaintiffs reallege paragraphs 1 through 530 as if fully set forth herein. 

622. The Olympus Co-Borrowing Debtors borrowed from, arid incurred the 

obligntioir to pay indebtedness to, the Olympus Co-Borrowing Lenders in the approximate 

amount of $831 million pursuant to the Olympus Co-Borrowing Facility (the “Olympus Co- 

Borrowing Obligations”). 

623. To secure the repayment of the Olyrnpus Co-Borrowing Obligations, the 

Olynipus Co-Borrowing Debtors conveyed liens, security interests, mortgages and pledges of 

their respective property to the Olympus Lenders (the “Olympus Co-Borrowing Security 

Interests”). 

624. With the Olympus Co-Borrowing Lenders’ knowledge, reckless disregard 

and/or consent, at least $751 .S million of the proceeds of the Olympus Co-Borrowing Facility 

were used by the Debtors and the Rigas Family for purposes benefiting solely the Rigas Family. 

A substantial portion of this amount was incurred and paid in the year preceding the Petition 

.. Date. 

625. The incurrence of the Olympus Co-Borrowing Obligations and the grant of 

the Olyrnpus Co-Borrowing Security Interests were transfers of interests in property of the 

O ~ ~ I I I ~ U S  Co-Borrowing Debtors. 



626. In incuising the Olympus Co-Borrowing Ohligations and grsnting the 

Olyrnpus Co-Borrowing Security Interests, the Olympus Co-Borrowing Debtors intended to 

delay, hinder and defraud any entity to which the Olynipus Co-Borrowing Debtors were or 

became indebted, on or aftcr the date that such obligations were incurred or such security 

interests were granted. 

627. At the t ime [he Olyrnpus Co-Borrowing Ohligations were incurred and the 

Olympus Co-Borrowing Security Interests were granted, the Olympus Co-Borrowing Debtors 

knew or  recklessly disregarded the  fact that the Olympus Co-Borrowing Debtors would receive 

no benefit from the amounts borrowed by the RFEs and that the RFEs would be unable to repay 

amounts borrowed under the Olyinpus Co-Borrowing Facility. The RFEs contributed a 

disproportionately small amount of assets to the  Olympus Co-Borrowing Facility, and such 

assets were not sufficient to secure repayment of the amounts borrowed by the RFEs. 

628. In furtherance of this fraud, the Rigas Family caused the Olympus Co- 

Borrowing Debtors to conceal at least $75 I .j million of the borrowings under the Olympus Co- 

Borrowing Facility and, as alleged rn, deceived creditors into believing that the Olympus 

Debtors’ leverage was being reduced when, in fact, the Olympus Debtors’ debts under the 

Olympus Co-Borrowing Facility were increasing. 

629. The Olympus Co-Borrowing Lenders’ conduct in participating in the 

Olympus Co-Borrowing Facility was recklessly indifferent and in bad faith. The uses of the 

Olympus Co-Borrowing Facility by the Rigas Family occurred with the Olympus Co-Borrowing 

Lenders’ knowledge, reckless disregard and/or consent. 



6311. The Olynipus Co-Borrowing Lenders were initial and/or immediate or 

mediate transferees of the Olyinpus Co-Borrowing Obligations and the Olympus Co-Borrowing 

Security Interests. All of the Olympus Co-Borrowing Lendcrs received their interes in the Co- 

Borrowing Obligations and the Co-Borrowing Security Interests with full knowledge of all facts 

,.. 

relcvairt to the voidahility of the Olympus Co-Borrowing Facility. 

631. By virtue of the foregoing, pursuant to sections 548, 550, and 55 I of the 

Bankruptcy Code, (i) all Olympus Co-Borrowing Obligations incurred pursuant to the Olympus 

Co-Borrowing Facility on or within one year preceding the Petition Date, which Plaintiffs 

believe is not less than $500 million, should be avoided, recovered, and preserved for the benefit 

of the Debtors’ eslates; and (ii) all Olympus Co-Borrowing Security Interests securing Olqmpus 

Co-Borrowing Obligations incurred on or within one year preceding the Petition Date should be 

avoided, recovered, and preserved for the benefit of the Debtors’ estates, together with all 

interest paid in respect of the obligations avoided hereunder. 

TENTH CLAIM FOR RELIEF 

(Avoidance and Recovery of Constructively Fraudulent Transfers 
Under I1 U.S.C. $8 548,550 and 551 Against the Olympus Co-Borrowing Lenders) 

ri 

632. Plaintiffs reallege paragraphs 1 through 530 and 622 through 623 as if fully 

set forth herein. 

633. The Olympus Co-Borrowing Debtors incurred the Olympus Co-Borrowing 

Obligations in the approximate amount of  $1.3 billion pursuant to the Olympus Co-Borrowing 

Facility. 
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634. 1'0 secure the repayment of the Olyrnpus Co-Borrowing Obligations, the 

Olympus Co-Borrowing Debtors granted the Olympus Co-Borrowing Security Interests to the 

Olyinpus Co-Borrowing Lenders. 

635. With each of the Olympus Co-Borrowing Lender's knowledge, reckless 

disregard and/or consent, at least $75 I . S  million of the proceeds of the Olympus Co-Borrowing 

Facility were used by the Olympus Co-BoIsowing Debtors and the Rigas Family for purposes 

benefiting solely the Rigas Family and the KFEs. A substantial portion of this amount was 

incurred and paid in the year preceding the Petition Ddte. 

636. The incurrence of the Olympus Co-Borrowing Obligations and the grant of 

the Olympus Co-Borrowing Security Interests were transfers of interests in property of the 

Olympus Co-Borrowing Debtors. 

637. When the Olynipus Co-Borrowing Debtors incurred the Olympus Co- 

Borrowing Obligations and granted the Olympus Co-Borrowing Security Interests, the Olympus 

Co-Borsowing Debtors: (i) were insolvent or were rendered insolvent, (ii) were engaged, or were 

about to engage in business or a transaction for which any property remaining with the Olympus 

Co-Borrowing Debtors was an unreasonably small capital, and/or (iii) intended to incur, or 

believed that they would incur, debts that would be beyond their ability to pay as such debts 

matured. 

638. The Olympus Co-Borrowing Debtors did not receive any value, Jet alone 

reasonably equivalent value, from the borrowings by the RFEs. The Olympus Co-Borrowing 

Credit Agreement specifically contemplated that borrowings thereunder could be used by the 

Olympus Co-Borrowing Debtors or the RFEs. Each of the Olympus Co-Borrowing Debtors and 
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