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 IN THE NEWS 

Another Tribe Swindled 

by Kristi Jackson 

News broke this past month about yet 
another group of corrupt and decep-
tive financial industry representatives 
taking advantage of a Tribe.  This time, 
the Oglala Sioux Tribe and an entity on 
its Pine Ridge Reservation were swin-
dled and left holding the bag – owing 
nearly $  million for bonds sold to 
investors – who, incidentally, are also 
going to be left out to dry.  
 

The situation involves the Wakpamni 
Lake Community Corporation, an eco-
nomic development entity related to 
the Oglala Sioux Tribe.  Apparently, 
after several meetings back in , 
the Corporation agreed to issue bonds 
that, as they were told by the 
bankers,  would provide funds that 

would be invested in annuities a type 
of investment  that would generate a 
return greater than the interest ex-
pense on these bonds.  The remaining 
profits would then be available for the 
Corporation for economic develop-
ment purposes.  
 

What happened?  According to the 
SEC charges that were filed, the con 
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men did not use the proceeds to invest 
in annuities for the benefit of the Cor-
poration, but instead they used a huge 
portion of the funds for their personal 
benefit.  Per an SEC press release, 
among their alleged misuses of the 

misappropriated funds were luxury 
purchases at such retailers as Valenti-
no, Yves Saint Laurent, Barneys, Pra-
da, and Gucci.   The SEC charges also 
provide details of funds being trans-
ferred into personal accounts to pay 
vehicle expenses, personal legal bills, 
the IRS, luxury residence costs and 
individual payments to relatives of the 
conmen involved in the scheme.  One 
email cited by the SEC, written by the 
key mastermind, said the bonds were 
part of a scheme in which the primary 
objective is to get the con men  a 
source of discretionary liquidity.  Out-
rageous.  
 

While the Corporation thought it was 
going to receive funds for an invest-
ment, it received only just enough at 
first to cover the required interest on 
the debt it owed.  As the fraud unrav-
eled, and funds were literally stolen 
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from the proceeds accounts, even the 
interest payments could not be met.  
The investors in the bonds will wind up 
with nearly nothing since the Corpora-
tion technically owes a sum larger than 
they can ever hope to repay.  
 

The facts related to the types of busi-
nesses the Corporation was to invest in 
are less than clear; however, from the 
SEC’s findings it is obvious that the 
fraud was blatant, that the people in-
volved were crooks, and the Corpora-
tion did not receive what it was prom-
ised.  Among the many wrongs in this 
sordid example of greed – and mis-
guided trust by a Tribal entity – are 
many lessons to be highlighted:  
 

. Thoroughly diligence the financial 
institution with which you are pre-
paring to do business. Doing a back-
ground broker check  on the FINRA 
website of the firm will reveal prior 
charges, fines and records. In this 
case, the key individuals had previ-
ously been charged with stock and 
accounting fraud.  Would the Corpo-
ration have agreed to issue the 
bonds had they known about this 
unscrupulous past?  

 

. Understand the amount of debt, 
why you need it, and how you can 
pay it back – before you borrow it.  
The Corporation was only going to 
receive a small portion of the pro-
ceeds to invest in its associated Trib-
al businesses – the rest was going to 
pay interest.  Be careful not just 
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about with whom you are dealing, 
but also with where the proceeds 
will be invested, the realistic return 
on that investment and the repay-
ment terms.  Don’t lose sight of the 
fact the proposed investment will 
need to repay not only the interest 
costs but also the principal amount 
of the loan in a reasonable 
timeframe.  In this case, diligence 
would have revealed that the com-
pany issuing the annuity was incor-
porated in the British Virgin Islands 
only four days before being selected 
to be the annuity provider for the 
bonds. 

  
. Beware of a deal sounding too 

good to be true .  Tribes need to 
understand the basic mechanics of 
the deals they sign.  Another way to 
think about this, if the money was 
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being borrowed by the Corporation 
to invest in an annuity that paid 
more than the cost of borrowing, 
why wouldn’t the investor just put 
their money into the annuity directly 
instead of lending it to the Corpora-
tion?  Reputable legal counsel and 
financial advisors can help uncover 
the always-critical fine print.  

 

TFA Tribal Board of Advisors member, 
Brian Patterson, weighs in on this dis-
turbing situation with a word of advice. 
This is a tragedy for the Oglala Sioux 

community and people  said Patter-
son, they can least afford this type of 
outcome. Don’t find yourself a victim – 
prepare, research and surround your 
community with trustworthy players 
that will serve to protect your interests 
and help you prosper.   
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