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U.S. agents were all over Terry Dowdell. But their efforts didn't stop him from running a $120 million global Ponzi scheme.

The first line of defense against investment frauds is a high index of skepticism on the part of investors. Sometimes all the investigators and prosecutors in the world can't stop a scamster from perpetrating a fraud right in front of them. 

A case in point involves Terry L. Dowdell, a 56-year-old con artist from Charlottesville, Virginia, who succeeded in raising more money while the government was pursuing fraud charges against him than he had before he got into trouble. He also managed to spend $850,000 swindled from his victims that a federal court had ordered frozen. 

Dowdell is awaiting sentencing five years after he began promoting what the U.S. Securities & Exchange Commission (SEC) calls a prime bank scam. In these get-rich-quick schemes, a swindler invokes a prestigious bank's name to give his venture an air of legitimacy. 

This was one of Dowdell's pitches: His Bahamian corporation, Vavasseur, would buy short-term $1 million notes issued at a discount by Barclays, the British High Street bank, and sell them at face value to buyers Dowdell had lined up. These trades would purportedly generate a risk-free gain of 70% a year. The fictitious notes represented debt issued by governments for off-balance-sheet activities. Dowdell had no relationship with Barclays. 

By March of 2001 the persuasive Dowdell had raised at least $29 million, according to the SEC. Reassured by his backslapping bonhomie, investors wrote Vavasseur checks for $100,000 or more; one of them topped $4 million. Dowdell deposited the money in a Florida branch of AmSouth Bank. He used new investor money to pay earlier investors, as well as himself and his agents. 

Dowdell's chief marketers, the SEC alleges, were Kenneth Mason, a Chicago lawyer, and Birgit Mechlenburg, a Danish citizen then living in Lenox, Massachusetts. The SEC had banned Mechlenburg from the securities business in 1995 for running a bogus investment club. Mason and Mechlenburg each got $500,000 in commissions from Dowdell and are codefendants in an SEC civil suit. The SEC charges that neither bothered to verify the existence of Vavasseur's securities. 

Mason denies that he was selling the program for Dowdell, although he admits to taking fees for introducing prospective investors through Mechlenburg, one of his law clients at the time (and now believed to have left the U.S.). Mason mentions several things that persuaded him Dowdell was legitimate. As Mechlenburg's attorney, he'd watched her collect promised payouts for more than a year. Also, he'd known Dowdell for eight years and Dowdell had even presented him with a 1993 letter of reference signed by Sir John Templeton. Dowdell had been chief financial officer for the operating companies of Templeton's fund family. 

It was Mason who first put the SEC on Dowdell's trail. Mason had been promoting another investment program promising a risk-free 600% return from trading bank debentures. He never got an investor to bite, but the Federal Reserve complained to the SEC that Mason had used the Fed's name in his pitch. During an interview with Steven Levine, senior trial counsel at the SEC's Chicago office, Mason mentioned Vavasseur. Since Vavasseur had actually raised money, Levine turned his sights on Dowdell. 

Hoping to end the SEC's interest, Dowdell said he had closed the Vavasseur program in March 2001 and was returning all U.S. investor money. In truth, he had transferred ownership of the company overseas. Two accountants in the British Midlands, Alan White and Shinder Singh Gangar, took over Vavasseur and sold investments in the U.S. and abroad under Dowdell's guidance, according to Dowdell's confession. The U.K.'s investments regulator, the Financial Services Authority, is now investigating Gangar and White. It has frozen assets under their care and believes they raised $18 million from U.K. investors in the scheme. 

SEC lawyer Levine's legwork revealed Vavasseur money had been stowed in places like Ireland, the U.K.'s Channel Islands and the British Virgin Islands. When the SEC filed its complaint against Dowdell in November 2001 in a U.S. District Court in Virginia, it estimated that Vavasseur had raised $29 million from more than 60 investors and that $13 million of investor money had been cycled back to early investors to make promised payouts. In June 2002 Dowdell admitted to the court the trading was fictitious. 

Even this lawsuit, publicized on the SEC's Web site, didn't slow down the program. By May 2002 it had grown to what Dowdell's U.K. associates told him was $121 million, with 76 investors. Levine's description of this unrepentant salesmanship: "galling." 

In December 2002, in a related action, Dowdell pleaded guilty to federal securities fraud and wire fraud charges. The judge had frozen Dowdell's assets and named Richmond, Virginia lawyer Roy M. Terry Jr. as receiver, responsible for reimbursing investors. 

In January 2003 Terry asked for a contempt of court finding against Dowdell, alleging that Dowdell's European associates had repatriated $850,000 of Vavasseur investor funds into the U.S. through the bank accounts of three associates in California. The Californians disbursed approximately $450,000 of this amount--at Dowdell's instructions--to Dowdell, his wife, Mary, and daughter-in-law Rebecca, and to Authorized Auto Service, an automobile repair company that Dowdell had created for his family and funded entirely with stolen investor funds. 

Another Terry assertion: A day after the November 2001 temporary restraining order to freeze Dowdell's assets, Mary and Rebecca withdrew $512,000 from a Bank of America account in the name of Authorized Auto. They placed the money in a SunTrust bank account for Authorized Auto that did not have Dowdell's name on it. Dowdell sits in prison awaiting sentencing on the fraud charges. 

While running Vavasseur, Dowdell also attempted to solicit a $100 million investment from an Alaskan municipality, North Slope Borough. This was for a trading program called Emerged Market Securities. In this case Dowdell claimed the Federal Reserve was somehow involved in the fictitious program. North Slope Borough wasn't conned. Dowdell has since admitted that the Fed had nothing to do with his shenanigans. 

Dowdell's brother, mother, wife and children, among others, are named as "relief defendants," meaning that while they are accused of no wrongdoing, they may have benefited from Dowdell's schemes and be obliged to help pay back Dowdell's investors. Two family homes, collectively worth more than $1 million, have been seized, along with $8,000 in jewelry. Wife Mary now lives in a rented home with her eight-months-pregnant daughter-in-law, Rebecca. Their attorney, R. Lee Livingston, says they didn't know about the fraud and are "victims second only to the investors." 

Receiver Terry says it could take a year or more to find and reimburse all of the Vavasseur investors. Though the SEC investigation began in 2000, the scam survived two more years. Moral: Don't believe in grandiose, surefire returns, and stay away from anything that says "prime bank."
