
C
asey M

isled Investors on A
gribusiness 

F. 

B
y D

an D
orfm

an 
,

10111 T
he C

hicago T
rkburie 

A
 fed

eral ju
d

g
e h

as ru
led

 th
at 

W
illiam

 J. C
asey

, d
irecto

r o
f th

e 
C

entral Intelligence A
gency, know

-
ingly m

isled investor 'in a $3.5 m
il-

lion fund-raising effort for a now
-

defunct N
ew

 O
rleans com

pany w
hile 

serving as a board m
em

ber and sec-
retary of the firm

. 
Ju

d
g
e C

h
arles E

. S
tew

art Jr. o
f 

the S
outhern D

istrict of N
ew

 Y
ork 

concluded that C
asey w

as one of a 
num

ber of officers and directors of 
M

ultiponics Inc. w
ho perm

itted dis-
tribution of an offering circular that 
they knew

 contained false and m
is-

leading inform
ation and om

itted m
a-

terial facts that w
ere detrim

ental to 
the com

pany's prospects. 
T

he judge's findings, set forth in a 
"m

em
o

ran
d

u
m

 d
ecisio

n
" M

ay
 1

9
 

th
at h

as u
n

til n
o

w
 escap

ed
 p

u
b

lic 
disclosure, represent an outgrow

th of 
a suit filed by unhappy M

ultiponics 
investors in O

ctober, 1974. 
M

ultiponics w
as organized in Jan- 

uary, 1968, to engage in farm
ing op-

erations, agribusiness and the acqui-
sition of land. T

he com
pany w

ent 
bankrupt in F

ebruary, 1971, after it 
w

as unable to raise sufficient financ-
ing to continue in operation. A

 pub-
lic offering of stock had 

been con-
tem

plated, but never cam
e to pass. 

C
asey, chairm

an of the S
ecurities 

and E
xchange C

om
m

ission and head 
of the E

xport-Im
port B

ank during 
the N

ixon and F
ord adm

inistrations, 
refused to com

m
ent on Judge S

te-
w

art's findings. 
C

asey's attorney, A
rnold Jacobs, 

said it w
ould be inappropriate for 

th
e C

IA
 d

irecto
r to

 co
m

m
en

t b
e-

cause a m
otion for reargum

ent has 
been filed. 

"W
e're asking him

 [S
tew

art] to re-
consider and w

e're hopeful he'll re-
verse his position," said Jacobs. 

Jaco
b

s said
 th

at th
e circu

lar in
 

question, distributed to potential in-
vestors in O

ctober, 19613, w
as largely 

prepared by the now
-defunct invest-

m
ent banking firm

 of G
lore F

organ. 

C
asey, Jacobs said, relied prim

arily 
on that draft. 

M
ultiponics, originally know

n 
as 

Ivanhoe A
ssociates, w

as form
ed by 

acquiring farm
 properties from

 the 
com

pany's founders in exchange for 
capital stock. 

C
asey 	

personally 	
invested 

$145,614 in the com
pany, and M

ul-
tiponics, in acquiring his properties, 
to

o
k

 o
v

er h
is m

o
rtg

ag
e d

eb
t o

f 
$301,000. M

ultiponics also assum
ed 

th
e m

o
rtg

ag
e d

eb
ts o

f all o
th

er 
fo

u
n
d
ers —

 an
 am

o
u
n
t th

at ex
-

ceeded $2.7 m
illion. 

A
t no point in the offering circu-

lar w
ere prospective investors in-

fo
rm

ed
 th

at th
e co

m
p
an

y
 h

ad
 as-

sum
ed the m

ultim
illion-dollar debt 

of its founders. 
In his findings, S

tew
art observed 

that because M
ultiponica stated in 

its offering circular that the com
pa-

ny's grow
th and success depended 

on long-term
 financing, a potential 

investor w
as likely to be particularly  

interested in the indebtedness of the 
com

pany. 
T

he judge also w
as critical of w

hat 
he regarded 

as 
another significant 

o
m

issio
n
 in

 th
e circu

lar —
 th

e 
sizable am

ount of the proceeds from
 

the proposed fund-raising effort that 
w

ould be used to repay loans m
ade 

to M
ultiponics by its officers and di-

rectors. 
In a later prospectus, it w

as re-
vealed that of som

e $1.35 m
illion 

that w
ould be used to retire short-

term
 debt, $917,000, or 68 percent, 

w
ould be used to repay such loans. 
W

hether C
asey, w

ho is said by Ja-
cobs to have lost m

ost, if not all, of 
his investm

ent, m
ade any such loans 

or received any repaym
ent could not 

be im
m

ediately determ
ined. 

O
ne of the judge's m

ost telling 
findings, in w

hich he concluded m
is- 

statem
ent of facts, centers on a cou-

p
le o

f d
isclo

su
res in

 th
e circu

lar 
about the com

pany's farm
 proper-

ties. 
T

h
e circu

lar said
, in

 b
rief, th

at 
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Company, Judge Rules 
the company's properties included 
seven operating farm units and two 
tracts of as-yet-uncleared land, and 
that Ivanhoe Associates was formed 
through the merger of seven oper-
ating farm units and was operated 
until recently by an experienced 
group of agricultural, managerial and 
financial entrepreneurs. 

Subsequent prospectuses filed by 
Multiponics in September, 1969, and 
July, 1970, raise serious questions 
about the validity of these state-
ments. 

In those prospectuses, it is stated 
that of the seven so-called operating 
farm units, two were not operating 
at all at the time they were acquired, 
two were operated by sharecroppers 
(farmers who lease the land and 
keep a chunk of the profits), and one 
was operating at a loss. 

Judge Stewart observed that the 
defendants, including Casey, con-
tend that the misstatements or 
omissions in the circular concerning 
the prior use of the farms "really had 

no significance in assessing the like-
lihood that Multiponics would suc-

-ceed." -Their reasoning: "The prop-
erties which Multiponics acquired 
were selected on the basis of .their 
potential for large-scale 'agribusiness 
farming.' " 

Rejecting this defense, Stewart as-
serted that the extent to which 
farms were operating at the time the 
company was formed would be sig-
nificant in assessing present earnings 
capacity and capacity to raise capital 
necessary for expansion. 

He added that the statements 
concerning the scope of the farming 
operations assume even greater sig-
nificance when considered in the 
light of the undisputed facts that the 
company assumed substantial debt 
when it acquired the property. 

The judge's findings note that the 
directors of Multiponics were 
present at a board meeting on Feb. 
2, 1968, at which copies of a draft of 
the offering were distributed and 
discussed. 

In his summation, Stewart ob-
served that the defendants do not 
dispute that they knew material 
facts were misstated or omitted. In-
deed, these defendants, he said, were 
personally involved in the underly-
ing transactions. 

Thus, he added, "there is no gen-
uine issue of fact as to these defen-
dants' knowledge of the material 
misstatements or omissions." 

Presumably, the plaintiffs, at 
some point, will seek daipages. Their 
attorneys declined comment. 

The plaintiffs, according to court 
papers, consist of 11T, an interna-
tional investment trust, and George 
Marshall Houx and others suing in-
dividually and on behalf of a class of 
all investors. 

Aside from Casey, there are seven 
other defendants, all of whom served 
as directors of Multiponics at some 
point. They are Carl Biehl, Stanley 
Burkley, N. Leslie Carpenter, Alfred 
J. Moran, Lawrence Orbe, James 
Swinny and Joseph Zuccaro. 
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