The Euler Hermes "Insurance Spin®* - How the Feds are Targeting Joseph LaForte for a
Crime He Couldn't Have Committed

To understand what the government did to Joseph LaForte, you have to ignore the "RICO"
headlines and look at the actual facts. It is not a complicated financial puzzle; it is a story about a
massive insurance giant that did not pay its bills, and a government that decided to blame the
business owner for it.

Imagine you buy a high-end car insurance policy from the biggest company in the world. You
pay your premiums every month for years. You have the paperwork in your glove box. Then,
you get into a wreck. You call the insurance company, and they say, "Sorry, we aren't paying."”
Now, imagine that instead of the police going after the insurance company for ripping you off,
the FBI shows up at your house. They arrest you for "deception™ because you told your family
the car was insured.

That is exactly what the feds did to Joseph LaForte.

1. The Commonsense Defense: You Don't Pay Millions to Defraud Yourself

If you are a criminal trying to fake insurance, you do not go to Euler Hermes (owned by the
global titan Allianz). A criminal makes up a fake policy on a home printer.

Instead, Par Funding went to one of the largest insurance companies in the world. They did not
just talk about a policy; they paid for it. Par Funding poured $2.3 million in premiums into that
policy. You do not hand over millions of dollars to a world-famous insurance company if you are
trying to run a "scheme.” Par had the policy. Par paid for the policy. The only "fraud™ was the
insurance giant taking the money and refusing to pay the claims.
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Euler Hermes Morth America

(A Stock Company Established in 1893}
800 Red Brook Blvd
Owings Mills, MD 211171008
4107530753

Issuance Date: 11/21/2018 Policy Number: 5109731

DOMESTIC MARKETS POLICY DECLARATI

ITEM 1. INSURED: COMPLETE BUSINESS SOLUTIONS CONTACT: Antaony Bemato
GROUP, INC :

L TITLE: e consultant
ADDRESS: 141 N2ND ST PHONE: (B88) 305-7562
CITY,STATE: PHILADELPHIA, PENNSYLVANLA FAX: (000} 000-0000
POSTAL CODE: 12106 EMAIL:

COUNTRY: UNITED STATES
ITEM 2. POLICY AMOUNT: $5,000,000

[TEM 3. POLICY PERIOD:  From: 10/1/2018 Through: 9/30,2019
CONTRACT PERIOD: From: L0/L/2018 Through: /30/2019

Beginning 12:01 AM standard time at the address of the Insured as stated herein,
ITEM 4. COVERED FRODUCTS:
- Factor - -
ITEM S, MAXIMUM TERMS OF SALE: 30 Days
ITEM 6. INSURED RISK RETENTION
Policy Deductible: 30

Per Buyer Deductible: Discretionary Credit Limit Buyers: None

Mamed Buyers: None
Per Buyer Coinsurance: Discrationary Credit Limit Buyers: 0%

Named Buyers: 10%

ITEM 7. NON QUALIFYING LOSS: $2,500

ITEM&. PAST DUE REPORTING THRESHOLDS: 510,000
Days Past Due: §0

ITEM 9. POLICY PREMIUM:

PREMIUM FACTOR: D,3000%

ITEM 10. ESTIMATED SALES: $75,000,000
ITEM 11. POLICY CURRENCY: LISD
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Euler Hermes Nerth
America

ITEM 12. ENDORSEMENTS

19357 - Change Endorsement - Credit Limit Fee

75329 - Domestie Markets Maximum Claim Filing Period Endorsement

75331 - Maximum Extension Period Endorsement

75438 - Minimum Premnium

75465 - Domestie Policy Amendment Endorsement

99357 - Evergreen Endorsement
19357 - Facloring

AUTHENTICATION:

Pl e

Joln Reilly
Vice President-Director

v

James Daly
President & CEQ
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The government’s strategy is "charge stacking” - throwing a wall of counts at a jury to see what
sticks. But when you look at the specific counts, the evidence destroys them:

REBUTTING COUNT 82: The feds claim LaForte "represented or caused others to represent”

that funds were insured to deceive investors.

The Fact: Anthony Bernardo, the insurance broker with 30 years of experience, signed a sworn
declaration on April 21, 2021. He stated clearly: "'l never met Joseph LaForte, nor did I ever have
any conversations with him regarding the Euler Hermes policy."” You cannot have "intent"” to

defraud a broker you have never even met.

EXHIBIT: DECLARATION OF INSURANCE BROKER, ANTHONY BERNARDO



IN THE UNITED STATES DISTRICT COURT
FOR THE SOUTHERN DISTRICT OF FLORIDA

X
SECURITIES AND EXCHANGE COMMISSION,

Plaintiff,
vs. CASE NO. 20-CV-81205-RAR

COMPLETE BUSINESS SOLUTIONS GROUP,
INC. d/b/a PAR FUNDING, et al.,

Defendants.

DECLARATION OF ANTHONY BERNATO
1. Pursuant to 28 U.S.C. Section 1746, the undersigned states as follows:

2. My name is Anthony Bernato. I am over the age of 18 years and I make this declaration
based upon my personal knowledge of the facts set forth herein.

3. Thave been a licensed insurance broker and consultant for over 30 years. I am licensed in
the states of New York, Pennsylvania, and Florida. The name and address of my company
is Insurzoom.com Brokerage, Inc., 140 Broadway, 46" Floor, New York, NY 10005.

4. Tsubmit this declaration at the request of counsel for the defendants in the above-captioned-
matter. I have not received any compensation or the promise of any compensation in

exchange for this declaration.

5. Thave read the Securities and Exchange Commission’s claim in its lawsuit that Par Funding
and/or its agents falsely told investors that it had insurance to back up investor funds in the
event of a default by a merchant. (Comp. Y 205-206)

6. In fact, I know Par Funding’s assertions about its insurance coverage to be true since | was
the insurance broker for Par Funding who secured insurance for the company in the event

of a merchant default.

7. Sometime in 2018, after speaking with someone in the Merchant Cash Advance business



(*MCA™), I concluded that there was a need for insurance in this area in the event that a
merchant defaulted on his obligation to the MCA. Based on my experience, I was already
aware that various insurance companies, such as Chubb and Euler Hermes, already offered
insurance to their factoring clients. Euler Hermes is an $800 billion global credit default
insurance company that had previously expressed an appetite for aggressive factoring.
Given my previous dealings with Euler, I approached them with my idea.

8. Euler expressed clear interest in the area and suggested that I start small with a $5 million
policy. I'began to market the insurance on my website sometime in August or September
of 2018. Daily, I began calling every CEO of every MCA. Not long thereafter, I was in
contact with Anthony Zingarelli of Par Funding who asked if Par Funding’s advances could
be insured. Irecall a meeting in Philadelphia at Par Funding’s offices which was attended
by about 20 MCA executives, including Mr. Zingarelli. There I was introduced to Joseph
Cole. I have never previously heard the name Joe or Joseph Laforte, Joe Mack, or Joe
Macki. My dealings were always with Mr. Zingarelli.

9. At his request, I provided Mr. Zingarelli with a sample policy to review. Thereafter, Mr.
Zingarelli provided me with a list of the transactions he wanted insured. I took the list and
entered the information into the carrier’s portal and forwarded the list to Euler Hermes to
conduct its own internal due diligence review. After Euler’s underwriting was satisfied,
(Par Funding conducted its own review), Euler extended coverage to the advances it
decided met its criteria, Euler’s insurance also covered pre-existing advances so long as
the merchant remained credit worthy.

10. The insurance coverage protected Par Funding in the event of a merchant default, but the
coverage did not extend to the merchant because such coverage would create an inherent

conflict of interest giving the merchant an incentive to default,

11. Euler eventually extended coverage to Par Funding in the amount of $100 million and
intended it to go as high as $150 million.

12. However, everything fell apart after Euler reneged and unjustifiably refused to pay Par
Funding’s first claim. Euler’s explanations never made any sense to me. This was the
first time in my career that a policy was sold, the premium was paid by the client, accepted
by Euler, and then simply reneged on.
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REBUTTING COUNT 83: The feds claim LaForte "did not correct prior representations™ after
learning the insurance was ineffectual.

The Fact: Par Funding was a real corporation. Anthony Zingarelli, the Project Manager, oversaw
the insurance relationship and worked directly with the Compliance Division and Lawyers.
Joseph LaForte was running the day-to-day Merchant Funding operations, managing 70+



employees. He relied on his legal and compliance teams to manage these specialized issues.

REBUTTING COUNT 84: The feds claim LaForte "distributed misleading marketing
brochures.”

The Fact: Par Funding paid $2.3 million for that insurance. It was not "misleading” to say they
had insurance—they actually had it! When they realized Euler Hermes was acting like a
deadbeat, they did the right thing: they closed the insurance fund.

3. The Nine-Month Silence: Why No Investigation?

The SEC brought their case in July 2020. Yet, as of April 2021—nine months later—they still
had not called the main character in the insurance story, Anthony Bernardo.

How can you charge a man with insurance fraud without even calling the broker who put the
deal together? The answer is simple: They did not want the truth. They wanted to crush the
company, fire the employees, and freeze the assets first—and ask questions never. It is insane
that they destroyed a thriving business before talking to the primary witness.

4. The Victimless "Crime"

The government leaves out one especially important fact: The investors in those insured funds
were paid back in full. Par Funding notes were for 12-month terms. Even though Euler Hermes
refused to pay a cent on the claims, Par Funding ensured those investors were made whole.
The Bottom Line: If the premiums were paid to a global giant, the CEO wasn't involved in the
negotiations, and the investors got all their money back... where is the crime? The feds are
simply "running the table” to manipulate a jury and take down a successful American
businessman.



