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UNITED STATES DISTRICT COURT
DISTRICT OF MASSACHUSETTS

SECURITIES AND EXCHANGE COMMISSION,
Plaintiff,

v. Case No.
TELEXFREE, INC.,

TELEXFREE, LLC,

JAMES M. MERRILL,

CARLOS N. WANZELER,

STEVEN M. LABRIOLA,

JOSEPH H. CRAFT,

SANDERLEY RODRIGUES DE VASCONCELOS,
SANTIAGO DE LA ROSA,

RANDY N. CROSBY and

FAITH R. SLOAN,

Defendants,
and
TELEXFREE FINANCIAL, INC.,
TELEXELECTRIC, LLLC and
TELEX MOBILE HOLDINGS, INC.,

Relief Defendants.
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SUPPLEMENTAL DECLARATON OF SCOTT STANLEY, ESQ.

Scott Stanley, Esq. hereby declares, pursuant to 28 U.S.C. §1746, that the following is
true and correct:

1. I am an attorney and a member in good standing of the bar of the State of New
York. I am a Staff Attorney in the Boston Regional Office of plaintiff Securities and Exchange

Commission (“the Commission™). I make this supplemental declaration based upon my personal
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knowledge as set forth below and in support of the Commission’s ex parte motion for emergency
relief.

2. I spoke today with John Soares, a Special Agent of the Department Homeland
Security, Homeland Security Investigations (“HSI”), about the execution of a search warrant on
the offices of TelexFree, Inc. and TelexFree, LLC (collectively “TelexFree”) at 225 Cedar Hill
Street in Marlborough, Massachusetts on April 15, 2014. During the exercise of the search
warrant, a Bristol County Deputy Sherriff encountered Joseph H. Craft, the Chief Financial
Officer of TelexFree, entering an office and attempting to grab a laptop and bag. Craft stated
that he was a “consultant™ helping TelexFree prepare for bankruptcy and that the laptop and bag
were personal items. The Deputy Sherriff told Craft that he could not take the laptop and bag
and that these items would subject to the search. HSI Agents searched the bag and identified ten
Wells Fargo Bank, N.A. cashier’s checks totaling $37,948,296. Copies of these checks are
attached as Exhibit 1. Nine of the checks were dated April 11, 2014 and were remitted to James
M. Merrill, the former Presidc;nt and current 50% owner of TelexFree. Of these chec{ks, five
were made out to TelexFree, LLC totaling $25,548,809, and one was made out to Katia B.
Wanzeler (whom I understand to be Carlos Wanzeler’s wife) in the amount of $2,000,635. One
of the ten checks was dated April 3, 2014, and was remitted to Carlos Wanzeler, co-owner and
treasurer of TelexFree, Inc., and co-owner of TelexFree, LLC. This check was made out to
TelexFree Dominicana SRL in the amount of $10,398,000.

3. On or about April 16, 2014, I spoke with a representative of Waddell & Reed
Financial, Inc. She told me that, on April 15, 2014, at 7:30 a.m., James M. Merrill, submitted an

unsolicited order to sell $1,150,000 of his mutual fund holdings at Waddell & Reed and to
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transfer the funds to the Middlesex Savings Bank. A copy of the order ticket is attached as

Exhibit 2.

Executed this 16th day of April 2014.

b A 3 \, A '
ScottR. Stapley
Securities and Exchange Comphission
33 Arch Street, 23rd Floor

Boston, MA 02110
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EXHIBIT 1
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Case 1
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Case 1l
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Case 1l
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EXHIBIT 2
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FOIA CONFIDENTIAL TREATMENT REQUEST
CONFIDENTIAL TREATMENT REQUESTED BY WADDELL & REED, INC.

ADVISORMEDALLST ™22

ey

' SELL " Waddell & Reed, Inc. ?;%%?:gs_eism
O T
Account Number 3 1940 | Client Name __ JIMA % KRASTEN) MERZILL
Order Reseipt Date dlis | zov Crder Receipt Time 30 A
Order taken by (¥ diferent than advisor
I REDEMPTION INSTRUCTIONS ]

1A TRANSACTION INSTRUGTIONS A t
Thie foem cannot be used fo terminate an Investment Advisor agsount, A
: ‘This farm cannot be used when redegming 401(k), Profit Shating, Money Purchags, Deﬁped Hanefit, 403(b) and 487 Plan accounts.
» 10% Federal Tex will be withheld from this redemption unless indicated otherwise in section 2.
« Peresntage-based transactions must equst 100% if the Intent is to clase the fundinceount,

Provide Bank Name and last four digite of the bank account number if selecting AGH or Wire payment mathod.
M DDLEEEE  SAVIMGS  BanIK (0Y-X 0%
Bank Name Last Four Diglts of Bank Account
Selact Payment Method: (chesk one)
[JacH  [Jcheck [T] FedEx ($15.00 fee) ¥ wire ($10.00 fee)

Fund Amaunt Retiromant Plan Account m
Number(s) (ingicato of, doliars, shares or purcanlaga,) Type of Distribution

50 a8 CIsH L% 30 ArA

303X AL s CsH % L2 AL "
e, &ALL Cls sk % 203 81,180,000 (X
309 Xiaw (s s %

1B SPECIFIC LOT IDENTIFICATION

+ To change your Cost Basis Acsounting Method prior to this bansaction, please includs the Cost Basis Accounting Method Elsction, Form #
WR01GS2014,

s {fyour current Cost Basls Accounting Mathed is the Specific Lot Depletion method, provide instrustion on which gharas to redsem. if
insufficient or unavailable shares are selected, the transaction will be processed using your secondary accounting msthod.

Specific Lot Depletion (peass is:

ate of Pirchase  Number ot Shares  Date of Purchase  Number of Bhares Date of Purchase Number of Ehares

E FEDERAL & STATE INCOME TAX WITHHOLDING |

» State meome tax may be withheld on certain types of dislribltions i your tax residence address is within certain states that reguire
withholding and if faderal income tax is also being withheld from your distrioution. For a current list of stetes for which this applies, plesse
refer to www.waddell.cam »individual Investors=Account Resources=Withholding of State Incoms Tax,
¥ nelther black is sefected, Federal Income Tax will be withheld at a rate of 10%.
Federal and State income tax withholding is not applicable to Coverdell EBA aecounts,
Redemption amounts will be treated as "Net” amount unless indiceted as "Grose™,
Redemption will be proceseed at "Net" unless "Gross” i speoified with the exception of Required Mirimum Distributions (RMD). RMD's will
be procossed at "Gross” unlees "Net' is specified,
Chack one:
7] The undarsigned directs that #o Federsl Income Tax shall be withheld,
[} The undersigned directs that Federal Income Tax bie withheld at the rete of %.
Chegk one:
[ Gross - Redemption amounts requested are before tax withtiolding and will be reduced by the applicable tax withholding.
[T Net - Rastemption amounts requested are after tax withholding and will be increased so the reguested amount is recaivad.

L 2
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FOIA CONFIDENTIAL TREATMENT REQUEST

CONFIDENTIAL TREATMENT REQUESTED BY WADDELL & REED, INC.

o
-~ At

- [ ORDER INFORMATION

B} Order submitted via fax [JOrder submitted via phone (Provide rsquested iformation below)

Name of Cliart Setvices Represantative

Time of Crder Entry

Data of Trade (i aifferent than Order Recsipt Dals}

Confirmation No.

| have raviewed the reco
gxperiance, objectives and needs.

€

Sigriatule o 549

mmended wahsadtions, and have determined they are sultable based upon the glient's finencial position, Inveatment

CesToiver  PATEN BA
Printad Name

abis Jzorg M;tg;;czg

Date

{ have revie&iéi the transaction set fortlh above,

Designaled Suparvieng Principal Signature

Advisor No.

Printed Name

Date

WRO1CE0020 (01/14) Varsion 1.2
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