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THE GRAND JURY CHARGES:
At the speciﬁéd times and at all relevant times:
Introduction

1. Defendant MICHAEL D. PAHUTSKI was a mortgage broker at Southland Mortgage
Corp. in Charlotte, North Carolina.

2, Stephen D. Hawfield, a co-conspirator unindicted herein, was a real estate investor
in Charlotte, North Carolina.

3. Defendant VICTORIA L. SPROUSE was an attorney licensed to practice law in the
State of North Carolina. On or about March 6, 2002, SPROUSE caused Victoria L. Sprouse, P.A.
to be organized under the laws of the State of North Carolina. SPROUSE’s law firm maintained
trust accounts at Central Carolina Bank and Branch Banking & Trust Company.

4, nBank was a financial institution the deposits of which were then insured by the -
Federal Deposit Insurance Corporation (hereafter, the “FDIC™), and which engaged in and the
activities of which affected interstate commerce.




5. - Branch Banking & Trust Company (hereafter, “BB&T”) was a financial institution
the deposits of which were then insured by the FDIC, and which engaged in and the activities of
which affected interstate commerce.

6. Central Carolina Bank (hereafter, “CCB”) was a financial institution the deposits of
which were then insured by the FDIC, and which engaged in and the activities of which affected
interstate commerce.

7. First Union National Bank (hereafter, “First Union™) was a financial institution the
deposits of which were then insured by the FDIC, and which engaged in and the activities of which
affected interstate commerce.

8. First Charter Corp. (hereafter, “First Charter”) was a financial institution the deposits
of which were then insured by the FDIC, and which engaged in and the activities of which affected
interstate commerce.

North Carolina Attorney Ethics Rules
9. N.C. Rule of Professional Conduct 1.15-2(j) provided that “[a] lawyer shall not use

- any entrusted property to obtain . . . personal benefit for . . . any person other than the legal or
beneficial owner of that property.”

10.  N.C.Rule of Professional Conduct 1.15-3(a)(3) provided that “[t]he minimum records
required for general trust accounts, dedicated trust accounts and fiduciary accounts maintained at a
bank shall consist of . . . in the case of a general trust account, a ledger containing a record of receipts
and disbursements for each person or entity from whom and for whom funds are received and
showing the current balance of funds held in the trust account for each such person or entity.”




COUNT ONE
18 US.C. § 1349
(Mail, Wire, and Bank Fraud Conspiracy)

11. The Grand Jury realleges and incorporates by reference herein all of the allegations
contained in paragraphs 1 through 10 of the Indictment, and further alleges that:

12 From in or about 2001 through in or about September 2002, in Mecklenburg County,
within the Western District of North Carolina, and clsewhere, the defendants,

(1) MICHAEL D. PAHUTSKI
(2) VICTORIA L. SPROUSE

did knowingly, willfully and unlawfully combine, conspire, and agree together, with Hawfield, and
with other persons known and unknown to the Grand Jury, to commit the following offenses against

the United States:

A. Mail fraud, in violation of Title 18, United States Code, Sections 1341 and

1346;
B. Wire fraud, in violation of Title 18, United States Code, Sections 1343 and
1346; and
C. Bank fraud, in violation of Title 18, United States Code, Sections 1344 and
1346. '
Objects of the Conspiracy
13. It was a part and an object of the conspiracy that the defendants, and others known

and unknown to the Grand Jury, having devised schemes and artifices to defraud and for obtaining
money and property by means of false and fraudulent pretenses, representations, and promises, to
wit, schemes and artifices to defraud financial institutions and others of money and their intangible
right to honest services, would and did cause things to be deposited with and delivered by the U.S.
Postal Service and private and commercial interstate carriers for the purposes of executing said
schemes and artifices, in violation of Title 18, United States Code, Sections 1341 and 1346.

14. It was a part and an object of the conspiracy that the defendants, and others known
and unknown to the Grand Jury, having devised schemes and artifices to defraud and for obtaining
money and property by means of false and fraudulent pretenses, representations, and promises, to
wit, schemnes and artifices to defraud financial institutions and others of money and their intangible
right to honest services, would and did transmit and cause to be transmitted by means of wire
communication in interstate commerce, writings, signs, signals, pictures, and sounds for the purposes
of executing said schemes and artifices, in violation of Title 18, United States Code, Sections 1343
and 1346.




