
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 

  
UNITED STATES BANKRUPTCY COURT 

 
DISTRICT OF MASSACHUSETTS 

 
In re: 

 
TELEXFREE, LLC, 
 
   Debtor. 
  
WALDEMARA MARTINS AND LEANDRO 
VALENTIM – PUTATIVE CLAIMS 
REPRESENTATIVES AND THOSE 
SIMILARLY SITUATED, 
 
   Plaintiffs, 
 
 

v. 
 
TELEXFREE, INC., f/k/a COMMON CENTS 
COMMUNICATIONS, INC. et al., 
                                                                                           
   Defendants. 

Case No. 4:14-BK-40987 
Chapter 11 
 
 
 
 
Adv. No. 14-ap-04044-MSH 
 
 
 
 
 
 
 
 

  
 

MARTINS PLAINTIFFS RESPONSE TO DEFENDANT WANZELER’S 
MOTION FOR AN EXTENSION OF TIME TO ANSWER OR OTHERWISE 

RESPOND TO COMPLAINT 

Plaintiffs Waldemara Martins and Leandro Valentim, individually and as Putative Class 

Representatives (hereafter “Plaintiffs”), oppose the request of Defendant Carlos N. Wanzeler 

(“Wanzeler”) for an extension of time to answer or otherwise respond to the Plaintiffs’ 

Complaint.  In support of this Opposition, Plaintiffs state the following based upon the 

investigation of Plaintiffs and counsel, including a review of related legal and regulatory filings, 

press releases, and media reports:  
I. FACTS 

1. Carlos N. Wanzeler’s last known and usual place of abode is 373 Howard Street, 

Northborough, Massachusetts. Service was timely made at this address. Wanzeler 

intentionally fled the jurisdiction of this, and other courts, to avoid defending accusations 

against him, including those set forth in the complaint counsel has requested an extension 

of time to respond to.  
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2. Wanzeler co-founded and is/was a principal, co-owner, or officer of Defendants 

TelexFree, Inc., TelexFree, LLC, and TelexFree Financial Inc., as well as related entities 

TelexElectric, LLLP, Telex Mobile Holdings, Inc., and Disc Matrix. (“TelexFree”) 

3. Wanzeler, and others, co-masterminded the TelexFree pyramid Ponzi scheme1 that is the 

subject of ongoing federal and state criminal and civil actions and investigations.  

4. TelexFree representatives have conceded that its business model could not be sustained 

by sales of TelexFree’s product – VoIP - alone. In fact, the sale of promoter 

“memberships” accounted for over 99 % of TelexFree’s income. 2  TelexFree Promoters 

were guaranteed compensation in exchange for recruiting other investors to pay the 

membership fees.   True to a pyramid Ponzi scheme, the income from new investments 

paid older investors, with the bulk going to Wanzeler and his cohorts.3 

5. The core of the Passive Income Scheme centered on the investment of either $289.00 or 

$1,375.00.  A participant who invested $289.00 received one advertisement kit and ten 

VoIP Programs.  A participant who invested $1,375.00 received five advertisement kits 

and fifty VoIP Programs.  Over the course of the year, participants who initially invested 

                                                
1 To avoid repetition, Plaintiffs’ incorporate the allegations set forth in their Class Action 
Complaint and the Civil Complaint filed by the Securities Exchange Commission in the United 
States District Court by reference. (“Filings”) (Attachment 1- SEC Civil Complaint, Docket No. 
14-11858 NMG).  

2 According to an investigation conducted by the United States Securities and Exchange 
Commission, less than one-half of one percent of TelexFree’s total revenue came from sales of 
TelexFree’s VOIP service between August 2012 and March 2014. During this same period 
TelexFree received approximately $1.3 million from the sale of about 26,300 VoIP Programs. 
During this period, TelexFree promised to pay Promoters returns of over $1.1 billion – nearly a 
thousand times the amount of revenue derived from sales of the VoIP Programs.   
3 Over the same period, TelexFree had 783,771 investments of either $289.00 or $1,375.00 
totaling $880,189,455.32.  Assuming that 50% of all participant investments were for 
$1,375.00, TelexFree would owe $2,398,897,200.00. That figure eclipses TelexFree’s reported 
total revenues over the same period without taking into account contractually guaranteed 
bonuses, recruitment commissions, and revenue sharing.   
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$289.00 and did nothing more than cut and paste one advertisement per day were 

promised a profit of at least $681.00-- a return in excess of 200%.  A participant who 

initially invested $1,375.00, and did nothing more than cut and paste five advertisements 

per day, was promised a profit of at least $3,675.00 -- a return in excess of 350%.  The 

Passive Income Scheme also offered further returns through various bonus structures and 

membership recruitment commissions.  By recruiting multiple individuals, TelexFree 

participants also became eligible for revenue sharing bonuses of up to 3% of TelexFree’s 

VoIP Program sales. 

6. Wanzeler’s pyramid scheme unlawfully bilked Plaintiffs, and members of a Putative 

Class they seek to represent, out of at least $300,000,000.00.4 Id. According to TelexFree 

Trustee Darr at this Court’s last hearing, assets recovered to date amount to a little over 

$100,250,000.00.   

7. Wanzeler has offered no evidence to sustain his burden in support of an inference that the 

length of the delay imposed by the granting of the requested extension, should it be 

granted, would be honored, because the record contains no evidence that would peg a 

foreseeable end date to his flight from justice.5 Wanzeler did not attach an affidavit to his 

submission and failed to otherwise provide any evidence to carry his burden. 

8. Wanzeler did not provide any evidence to support an inference that he will timely 

respond if the requested extension is granted. The evidence before this Court contradicts 

such an inference.  
                                                
4 As detailed in pleadings on file with this Court and public reporting, many reports state the total 
dollars in issue exceed $750,000,000.00.  
5 As this Court is aware, despite the fact that Wanzeler’s wife was arrested and initially held 
without bail, following her foiled attempt to join him in Brazil, Wanzeler refused to return to the 
U.S. Moreover, Wanzeler has not been seen or heard from subsequent to her release.  
http://www.bostonglobe.com/metro/2014/05/24/judge-frees-wife-telexfree-owner-accused-fraud-
alleged-global-pyramid-scam/QujW5kmVdeK87XF9E7ViaN/story.html 
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9. The evidence before this Court includes his flight from justice, the uncontroverted 

mathematics related to TelexFree’s operations, Wanzeler’s transfer of TelexFree funds to 

shell corporations, to himself, and to his family shortly before his flight from justice, 

Wanzeler’s refusal to obey a court ordered injunction, Wanzeler’s refusal to voluntarily 

return overseas TelexFree funds he controls to the United States, and more. All evidence 

only supports  an inference that if the requested extension is granted he will not timely 

respond 

10. Assuming Wanzeler’s purported counsels have a retention agreement or otherwise 

represent him, Wanzeler’s counsel has an ethical duty to promptly and zealously 

represent his client. See, Mass. R. Prof. Cond. 1.3 In filing the request for an extension, 

his lawyers have satisfied that duty.  

11. Upon uncontroverted information and belief, prior to his role in TelexFree, Wanzeler had 

no assets that could fund his defense by the law firm that seeks to represent him here.  

12. Upon uncontroverted information and belief, Wanzeler is using, or intends to use funds 

he obtained from TelexFree’s operations, in violation of prior injunctions, and without 

approval of this court or the appointed TelexFree Trustee. (See Attachment 2 – Wanzeler 

Injunctions) 

13. Distinct from the ethical obligations of his counsel is Wanzeler’s affirmative burden to 

show cause for why the extension should be granted. Wanzeler has not offered any 

evidence that satisfies this burden of proof. For example, Wanzeler has not filed an 

affidavit that sets forth the facts supporting his request by establishing just cause his 

intention to timely respond if the extension is granted or even an intent to participate in 

good faith. In fact, Wanzeler offers nothing in support.  

14. Upon uncontested information and belief, Wanzeler has gone into hiding in Brazil at a 
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location he has refused to disclose. Fugitive Wanzeler is believed to be residing 

luxuriously in Vitoria, Brazil. Upon uncontested information and belief, Wanzeler’s 

decision to become a fugitive was his alone.  

15. Wanzeler has refused to voluntarily return to the United States to submit to the 

jurisdiction of the courts presiding over TelexFree related civil and criminal proceedings 

against him.6  

16. Upon uncontested information and belief, Wanzeler has made no representation that he 

plans to return to the United States, that he plans to come out of hiding, or that he plans to 

return the assets he secreted out of the United States to the United States. 

http://behindmlm.com/companies/telexfree/telexfree-trustee-inches-closer-to-chapter-7-

liquidation/.  

17. The New York Office of the United States Attorney has publically stated that Brazilian 

authorities refuse to return Carlos Wanzeler to face the fraud indictment in Massachusetts 

because the United States does not have an extradition treaty with Brazil. 7 

18. Wanzeler is using Brazil’s favorable anti-extradition laws to avoid extradition to the 

United States.   

19. At the same time that Wanzeler intentionally acts to avoid criminal prosecution for his 

illegal actions and the reach of any enforcement mechanism this court may try to fashion, 

he seeks this court to extend him a courtesy. The effect of any extension would be to 

further delay the civil claims of Plaintiffs and members of the class they seek to 

                                                
6 See Healy, Beth, “TelexFree co-owner finds refuge in Brazil,” THE BOSTON GLOBE (June 15, 
2014), http://www.bostonglobe.com/business/2014/06/14/telexfree-owner-wanzeler-takes-
refuge-brazilian-seaside-city-while-partner-awaits-trial-
prison/UU1V6krOMLAH0gi2Z6f0NP/story.html.   
7  http://www.nydailynews.com/news/national/wife-accused-billion-dollar-ponzi-schemer-fly-
brazil-feds-article-1.1794070#ixzz35rA6j6AP 
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represent. 8 

20. On May 9, 2014, the United States Department of Homeland Security filed criminal 

proceedings against Wanzeler and Merrill for conspiracy to commit wire fraud. 

Recently, Wanzeler’s wife was held without bail following her arrest at J.F.K. Airport 

with cash and a one-way ticket to Brazil. Mrs. Wanzeler is now confined to her home 

with an ankle bracelet. Notwithstanding the arrest of his wife, and repeated requests by 

United States authorities to surrender, Wanzeler has steadfastly refused to return to the 

U.S.9 and remains a fugitive from justice. Nothing, not even the arrest of his wife and 

separation from his children, has prompted him to resurface in any way.  

21. Upon uncontested information and belief, Wanzeler is in possession of funds withdrawn 

from TelexFree’s coffers or funds that he otherwise obtained from the pyramid Ponzi 

scheme.  According to his criminal defense counsel, Wanzeler has other funds in 

overseas accounts. 

22. Upon uncontested information and belief, Wanzeler has funds in overseas banks and 

refuses to voluntarily tender them to United States’ authorities. During a hearing before 

US District Court Judge Nathaniel Gorton, Wanzeler’s defense counsel confirmed this.  

23. On April 15, 2014, the Enforcement Section of the Massachusetts Securities Division of 

the Office of the Secretary of the Commonwealth of Massachusetts commenced 

administrative proceedings against diverse entities. Dkt No. 2014-4.   

24. On April 15, 2014, agents of the FBI and Department of Homeland Security raided 

TelexFree, Inc.’s office in Marlborough, Massachusetts.  During that search, federal 
                                                
8 The Martin complaint was filed on May 3, 2014. Plaintiffs filed a Motion to Withdraw 
reference almost immediately. Plaintiffs have not discussed extended the time act on that request 
with any party or counsel and again request this court to act on that request.  
9 http://www.bostonglobe.com/metro/2014/05/24/judge-frees-wife-telexfree-owner-accused-
fraud-alleged-global-pyramid-scam/QujW5kmVdeK87XF9E7ViaN/story.html 
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agents recovered $40 million worth of checks, including $2 million in checks written out 

to his wife, Katia Wanzeler.  

25. On April 15, 2014, agents of the Department of Homeland Security caught defendant 

Joseph H. Craft after he attempted to flee the raid with about $38 million in treasury 

checks, and a laptop containing data that was the subject of the search warrant. Craft was 

handpicked by Wanzeler to serve as Certified Public Accountant and/or Chief Financial 

Officer for TelexFree entities, and is named as Wanzeler’s co conspirator in the pyramid 

Ponzi scheme based on his integral role and advice.10  

II.    STANDARD OF REVIEW  
 
 Whether or not to grant Wanzeler’s Motion for Extension is an equitable determination. This 

Court must take into account all relevant circumstances, including the perspective of the Plaintiff 

creditors. Factors this Court will consider when deciding if the motion for enlargement is made 

with good cause include (1) the danger of prejudice to the debtor, (2) the length of the delay and 

the potential impact on judicial proceedings, (3) the reason for delay, including whether it was 

within the reasonable control of the moving party, and (4) whether the moving party acted in 

good faith.  Pioneer Inv. Servs. Co. v. Brunswick Assoc. Ltd. P’ship, 507 U.S. 380 (1993); In re 

Shepherds Hill Development Co., LLC, 316 B.R. 406 (Bkrpt. Ct. App. 1st Cir. 2004).11 

 

 

 

                                                
10 To avoid repetition, and to preserve this Court’s time Plaintiffs’ incorporate the allegations set 
forth in their Class Action Complaint and the complaint filed by the Securities Exchange 
Commission by reference. (“Filings”) 
11 If appealed, Appellate courts would apply the “clearly erroneous standard” to findings of fact, 
and de novo review to conclusions of law. A Bankruptcy Court’s denial of a Motion for 
Extension is reviewed for abuse of discretion.  Lure Launchers, LLC v. Spino, 306 B.R. 718 
(Bkrpt Ct. App. 1st Cir. 2004 
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III. ARGUMENT 
 

This Court Should Deny Wanzeler’s Motion Because He Has Not Shown Cause and 
Failed To Offer Any Evidence In Support of His Request  

 
This Court may, only for cause shown, enlarge the period of time in which Wanzeler 

must respond to the complaint. Fed. R. Bankr. P. 9006(b).12 The focus of this Court’s analysis 

must be upon the nature of the neglect, as the “reason-for-delay” factor will always be critical to 

the inquiry.”  Hospital del Maestro v. N.L.R.B. 263 F.3d 173 (1st Cir. 2001) (quoting Lowry v. 

McDonnell Douglas Corp., 211 F.3d 457 (8th Cir.2000)).  

This Court should deny Wanzeler’s Request for Extension because he acted in bad faith 

and continues to violate the law. In his filing, Wanzeler did not provide any evidence to show 

cause. The only “cause” is Wanzeler’s absence from the country – a cause that is directly within 

Wanzeler’s control and that he may remedy at any time. Wanzeler did not provide any evidence 

to support an inference that if he is granted an extension he will timely respond, further 

supporting Plaintiffs’ argument that This Court should deny Wanzeler’s Request for an 

Extension because it would negatively impact the related judicial proceedings. The fact that 

Wanzeler can easily remedy the basis for the denial of his requested extension at any time also 

supports Plaintiff’s position that this Court should deny Wanzeler’s Request for an Extension 

because there is no danger of prejudice to the Debtor. 13 

                                                
12 The standard of review of the order on a Fed. R. Bankr. P. 9006(b) request is abuse of 
discretion. 
13 Plaintiff’s also rely on Waldemara Martins’ Affidavit in Support of Martins Plaintiffs’ 
Response to Defendant Wanzeler’s Motion for an Extension of Time to Answer or Otherwise 
Respond to Complaint. (Attachment 3)   
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A. This Court Should Deny Wanzeler’s Request for Extension Because He Acted in 
Bad Faith and In Violation of the Law.  
 

Bad faith by the moving party is a well-accepted basis for denying a request for 

enlargement. 14 Wanzeler has acted in bad faith by fleeing the United States, and continues to act 

in bad faith by not returning to prepare his defenses. Therefore, his request for an extension 

should be flatly denied.  

For example, Wanzeler is a fugitive from justice and the reason for his attorney’s request 

for an extension is necessarily based, at least in part, on that fact Wanzeler has gone into hiding. 

Whereas good faith could be shown if circumstances of the reason-for-delay were beyond 

Wanzeler’s control – he is in complete control of his whereabouts and can return to the United 

States at any time.  Plaintiffs, and Putative class members, should not be held in limbo because 

Wanzeler knowingly chose to break the law and flee the jurisdiction of the United States, and 

chooses to continue to remain a fugitive.  

B. This Court Should Deny Wanzeler’s Request for an Extension Because It would 
Negatively Impact the Related Judicial Proceedings.  

 
The absence of an evidentiary showing that Wanzeler plans to submit to the jurisdiction 

of this court leaves no room for favorable inferences or a courtesy. His continued foreseeable 

absence raises and supports an inferences that granting the extension will negatively impact the 

related judicial proceedings in a multitude of ways.  

Wanzeler did not provide any evidence to support the inference, that if the requested 

extension is granted he will timely respond to the complaint. Plaintiffs are entitled by right, to 

                                                
14 See Pioneer Inv. Services Co. v. Brunswick Associates Ltd. Partnership, 507 U.S. 380, at 403 
(1993) (noting that “excusable neglect” in Black’s Law Dictionary seems to require a 
demonstration of good faith on the party seeking an enlargement and some reasonable basis for 
noncompliance, and absent this showing the relief will be denied. Also noting that if Congress 
wanted to depart from this accepted meaning of “excusable neglect” it would have so indicated.) 
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truthfully answered and complete discovery responses. Plaintiffs, and this Court, have no 

reasonable basis upon which to conclude that this fugitive from justice will provide timely, 

accurate and complete discovery responses. Even if Wanzeler does respond, and even after the 

great procedural delay that will follow, there is no enforcement mechanism, or cost effective 

remedy that this Court can fashion, should Wanzeler provide false or unreliable responses 

because he is beyond the jurisdiction of this Court. The only certainty is further delay, additional 

expense, and additional inefficiencies. Granting the extension will negatively impact the 

litigation and immediately invite disruption of the orderly flow of this litigation. Moreover, the 

disruption, further delay, and additional expenses and inefficiencies will continue on indefinitely.  

Wanzeler’s status as a fugitive from justice distinguishes him from the other Defendants 

who have accepted service and have otherwise submitted to the jurisdiction of this Court.15 

Wanzeler knowingly decided to flee the country, refused to submit to the authority and 

jurisdiction of this court, and went to the extreme of leaving the jurisdictional bounds of the 

United States. The granting of an extension rewards Wanzeler for fleeing the jurisdiction of this 

court, and may serve as an example for others, including the as of yet unnamed Insider Promoter 

defendants, to gather assets and leave the country because in doing so they will not be held 

procedurally accountable. 

Plaintiffs Waldemara Martins and Leandro Valentim also demand this court conduct an 

inquiry to determine whether or not Wanzeler is in communication with the firm that seeks to 

represent him prior to ruling on their request for an extension, or allow Plaintiffs to so inquire.16 

                                                
15 Plaintiffs’ decision not to grant Wanzeler’s request for an extension until he returns to the 
United States is logically based and will minimize the time and resources related to the 
prosecution of the claims against him. 
16 Prior to his role in TelexFree, Wanzeler had no assets that could fund his defense by the law 
firm that seeks to represent him here. Clearly, Wanzeler has used, or intends to use, funds he 
obtained from TelexFree’s operations in violation of prior injunctions and without approval of 
this court or the appointed TelexFree Trustee. Although Plaintiffs, Waldemara Martins and 
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Even assuming a response is cobbled together by his counsel without input from 

Wanzeler, his unlawful absence will turn routine discovery into a time and resource consuming 

“black hole”.  His failure to respond to Interrogatories or Requests for Admission (or after 

greater wasted effort - a Deposition Notice) will eventually lead to great procedural delay by 

operation of the related procedural rules he seeks to skirt, and will result in default. Granting the 

request for an extension will certainly result in wasteful posturing and delay, requests for further 

extensions and related objections, and more.  Without Wanzeler submitting to the jurisdiction of 

this Court, his counsel will be in no better position to respond to the complaint, or discovery, at a 

date in the future. The inability to conduct discovery will negatively impact this litigation.   

In response to Wanzeler’s intentional flouting of this court’s jurisdiction and authority, it 

should deny the motion. So long as he remains a fugitive from justice, this Court lacks any 

enforcement power against Wanzeler other than enforcement of the rules of procedure, but it can 

and should enforce the rules.   Allowance will only result in additional burdens to be carried by 

his financial victims who have submitted to the jurisdiction of this Court and are seeking to 

actively pursue all avenues available to them.17 The granting of Wanzeler’s request for an 

extension will certainly negatively impact the orderly progression of this litigation and it should 

be denied.   

 

                                                (continued) 
Leandro Valentim, lack the formal voice that would come from the Creditor’s Committee they 
have asked be formed, as individual victims they object to the dissipation of TelexFree’s assets 
by Wanzeler and argue that under the unusual circumstances present here, Wanzeler should be 
forced to account for the source of the significant funds he has used, or intends to use, to fund his 
defense. Three out of state lawyers have requested to be admitted pro hac vice. More will likely 
bill without related appearances. This court is requested to take judicial notice of Proskauer 
Rose, LLP’s hourly rates and the number of counsel already seeking to appear on behalf of the 
fugitive Defendant, Wanzeler. The alternative would negatively impact this litigation.  
 
17 See, e.g Picard v. JPMorgan Chase & Co et al, U.S. Supreme Court, No. 13-448; and Janvey v. 
Alguire et al, U.S. Supreme Court, No. 13-913. 
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C. This Court Should Deny Wanzeler’s Request for an Extension Because There is No 
Danger of Prejudice to the Debtor.  

There is no danger of prejudice to the debtor because if Wanzeler returns to the United 

States his request for an extension, or to remove a default judgement, would be on solid ground. 

Alternatively, there is no benefit in forcing the putative class to remain in limbo because they are 

unable to individually act to protect their interests against this non-bankrupt party. The granting 

of an extension will only exacerbate the risk of harm to the Plaintiffs and the Putaive Class.  
 

CONCLUSION 

Wanzeler has acted in bad faith and his request for an extension should be flatly denied. 

Wanzeler is a fugitive from justice and the reason for his attorney’s request for an extension is 

necessarily based, at least in part, on that fact. Wanzeler has offered no further reason-for-

delay18. The granting of Wanzeler’s request for an extension will certainly negatively impact the 

orderly progression of this litigation and it should be denied.  In the alternative, the Martins 

Plaintiffs suggest this Court deny, without prejudice, Wanzeler’s request to extend the time for a 

response pending his return to the United States no later than 20 days following its entry of the 

order on the docket.19 A longer accomodation will result in unnecessary delays.   

Wherefore, Plaintiffs Waldemara Martins and Leandro Valentim, individually and as 

Putative Representatives of a Putative Class, respectfully request Defendant Wanzeler’s Motion 

for an Extension of Time to Answer or Otherwise Respond to the Complaint is denied.   

 

 

                                                
18 See Hospital Del Maestro v. N.L.R.B., 263 F.3d 173 (1st Cir. 2001) (stating that even if there is 
a favorable juxtaposition of the good faith, danger of prejudice, and judicial proceeding factors, a 
poor showing of “reason-for-delay” may be enough to not rise to the level of “excusable 
negligence”) 
19 An accomodation of one week to return to the United States is reasonable. His ability to travel 
between Brazil and Boston was demonstrated when he fled the country. 
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THE PLAINTIFFS REQUEST A HEARING ON THE DEFENDANT’S MOTION. 
 
Dated:  July 3, 2014                                                  Respectfully submitted, 
      

PLAINTIFFS, 
By their Attorney 
 
/s/ Robert J.  Bonsignore_____   
Robert J. Bonsignore, BBO #547880 
BONSIGNORE, LLC 
193 Plummer Hill Road 
Belmont, NH  03220 
Telephone:  781-856-7650 
rbonsignore@classactions.us 
Attorney for Plaintiffs Waldemara Martin 
and Leandro Valentim, Putative Claims 
Representatives and Those Similarly Situated 
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CERTIFICATE OF SERVICE 
 

I, Robert J. Bonsignore, hereby certify that on this 3rd day of July, 2014, the foregoing 

document was served upon counsel of record in the above matter, via the ECF system of the 

Court, and via first class mail for those parties not registered. 

 

      /s/ Robert J. Bonsignore  

      Robert J. Bonsignore 
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UNITED STATES DISTRICT COURT 
DISTRICT OF MASSACHUSETTS 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff 

v. 

TELEXFREE, INC., 
TELEXFREE, LLC, 
JAMES M. MERRILL, 
CARLOS N. WANZELER, 
STEVEN M. LABRIOLA, 
JOSEPH H. CRAFT, 
SANDERLEY RODRIGUES DE VASCONCELOS, 
SANTIAGO DE LA ROSA, 
RANDY N. CROSY and 
FAITH R. SLOAN, 

Defendants 

and 

TELEXFREE FINANCIAL, INC., 
TELEXELECTRIC, LLP and 
TELEX MOBILE HOLDINGS, INC. 

Case No. 14-cv-I1858-NMG 

Relief Defendants 

 

tiazo:F=. 
CONSENT ORDER AS TO 

DEFENDANT CARLOS WANZELER 

Plaintiff Securities and Exchange Commission ("the Commission") and defendant Carlos 

Wanzeler having consented to the entry of a Court Order on the terms set forth below, as 

evidenced by their motion filed with this Court: 

Case 14-04044    Doc 166-2    Filed 07/03/14    Entered 07/03/14 17:42:13    Desc Exhibit
 Wanzeler Injunctions    Page 1 of 10
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I. 

IT IS HEREBY ORDERED that Wanzeler and each of his agents, servants, employees 

and attorneys and those persons in active concert or participation with him who receive actual 

notice of this Order by personal service or otherwise, including via facsimile or email 

transmission, or overnight delivery service, are preliminarily enjoined from violating Section 

17(a) of the Securities Act of 1933 ("Securities Act") [15 U.S.C. § 77q(a)] by, directly or 

indirectly, through the use of any means or instrumentalities of interstate commerce or the mails 

or of any facility of any national securities exchange, 

(a) employing any device, scheme or artifice to defraud; 

(b) obtaining any money or property by means of any untrue statement ofa material 

fact or any omission to state a material fact necessary in order to make the 

statements made, in the light of the circumstances under which they were made, 

not misleading; or 

(c) engaging in any transaction, practice, or course of business which operates or 

would operate as a fraud or deceit upon the purchaser, in the offer or sale of any 

securities. 

11. 

IT IS HEREBY FURTHER ORDERED that Wanzeler and each of his agents, servants, 

employees and attorneys and those persons in active concert or participation with him who 

receive actual notice of this Order by personal service or otherwise, including via facsimile or 

email transmission, or overnight delivery service, are preliminarily enjoined from violating 

Section 10(b) of the Securities Exchange Act of 1934 ("Exchange Act") [15 U.S.C. § 78j(b)] and 

Rule 1013-5 thereunder [17 C.F.R. § 240.10b-5] by, directly or indirectly, through the use of the 

2 
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means or instrumentalities of interstate commerce or of the mails or of any facility ofany 

national securities exchange, 

(a) employing any device, scheme or artifice to defraud; 

(b) making any untrue statement of a material fact or omitting to state a material fact 

necessary in order to make the statements made, in the light of the circumstances 

under which they were made, not misleading; or 

(c) engaging in any act, practice or course of business which operates or would 

operate as a fraud or deceit upon any person, in connection with the purchase or 

sale ofany security. 

III. 

IT IS HEREBY FURTHER ORDERED that Wanzcler and each of his agents, servants, 

employees and attorneys and those persons in active concert or participation with them who 

receive actual notice of this Order by personal service or otherwise, including via facsimile or 

email transmission, or overnight delivery service, are restrained from violating Section 5 of the 

Securities Act [IS U.S.C. § 77e] by, directly or indirectly, in the absence ofany applicable 

exemption: 

(a) Unless a registration statement is in effect as to a security, making use of any 

means or instruments of transportation or communication in interstate commerce 

or of the mails to sell such security through the use or medium ofany prospectus 

or otherwise; 

(b) Unless a registration statement is in effect as to a security, carrying or causing to 

be carried through the mails or in interstate commerce, by any means or 

3 
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instruments of transportation, any such security for the purpose of sale or for 

delivery after sale; or 

(c) 	Making use ofany means or instruments of transportation or communication in 

interstate commerce or of the mails to offer to sell or offer to buy through the use 

or medium ofany prospectus or otherwise any security, unless a registration 

statement has been filed with the Commission as to such security, or while the 

registration statement is the subject of a refusal order or stop order or (prior to the 

effective date of the registration statement) any public proceeding or examination 

under Section 8 of the Securities Act [15 U.S.C. § 77h] 

IV. 

IT IS HEREBY FURTHER ORDERED that: 

A. 	Wanzeler and each of his agents, servants, employees and attorneys and those 

persons in active concert or participation with them who receive actual notice of this Order by 

personal service or otherwise, including via facsimile or email transmission, or overnight 

delivery service, shall hold and retain funds and other assets of defendant presently held by them, 

for their direct or indirect benefit, under their direct or indirect control or over which they 

exercise actual or apparent investment or other authority, in whatever form such assets may 

presently exist and wherever located, and are restrained from taking any actions to withdraw, 

sell, pay, transfer, dissipate, assign, pledge, alienate, encumber, dispose of, or diminish the value 

of in any way (including, but not limited to, making any charges on any credit card or draws on 

any other credit arrangement), any funds and other assets of Wanzeler presently held by him, for 

their direct or indirect benefit, under their direct or indirect control, or over which they exercise 

4 
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actual or apparent investment or other authority, in whatever form such assets may presently 

exist and wherever located. 

B. All banks, brokerage and other financial institutions and other persons or entities 

(including but not limited to payment processors, investors and/or promoters) that receive 

actual notice of this Order by personal service or otherwise, including via facsimile or email 

transmission, or overnight delivery service, holding any funds or other assets in the name, for the 

direct or indirect benefit, or under the direct or indirect control of defendants or over which 

defendant exercise actual or apparent investment or other authority, in whatever form such assets 

may presently exist and wherever located (including assets held at), shall hold and retain within 

their control and prohibit the withdrawal, removal, sale, payment (including, but not limited to, 

any charges on any credit card or draws on any other credit arrangement), transfer, dissipation, 

assignment, pledge, alienation, encumbrance, diminution in value, or other disposal of any such 

funds or other assets; and that such funds and assets are hereby frozen. 

C. The above Paragraphs IV.A and 1V.B shall immediately cease to apply to any 

assets located within the United States, including any bank, brokerage or other financial 

institution account, which becomes subject to any later order entered by any federal court as a 

result of proceedings which may be filed by the United States or any department or agency 

thereof under any federal civil or criminal forfeiture statute, to the extent such later order 

requires the transfer of any asset to the United States government. 

5 
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V.  

IT IS HEREBY FURTHER ORDERED that Wanzeler and each of his agents, servants, 

employees and attorneys, and those persons in active concert or participation with him who 

receive actual notice of this Order by personal service or otherwise, including via facsimile or 

email transmission, or overnight delivery service, and each of them, shall, within five (5) days of 

receiving actual notice of this Order, take such steps as are necessary to repatriate and deposit 

into the registry of the Court in an interest bearing account, any and all funds or assets that 

presently may be located outside of the United States that were obtained directly or indirectly 

from investors and/or "promoters." 

VI.  

IT IS HEREBY FURTHER ORDERED that Wanzeler and each of his agents, servants, 

employees and attorneys and those persons in active concert or participation with him who 

receive actual notice of this Order by personal service or otherwise, including via facsimile or 

email transmission, or overnight delivery service, are hereby prohibited from soliciting, 

accepting, or depositing any monies obtained from actual or prospective investors or "promoters" 

pending the resolution of this action nor may he open new bank accounts. 

VII.  

IT IS HEREBY FURTHER ORDERED that %racier and each ofhis agents, servants, 

employees and attorneys and those persons in active concert or participation with him who 

receive actual notice of this Order by personal service or otherwise, including via facsimile or 

email transmission, or overnight delivery service, are hereby restrained from destroying, 

mutilating, concealing, altering, disposing, or transferring custody of any items, including but not 

limited to any books, records, documents, correspondence, contracts, agreements, assignments, 

6 

Case 14-04044    Doc 166-2    Filed 07/03/14    Entered 07/03/14 17:42:13    Desc Exhibit
 Wanzeler Injunctions    Page 6 of 10



Case 1:14-cv-11858-NMG Document 101 Filed 05/09/14 Page 7 of 7 

Case 1:14-cv-11858-NMG Document 92-1 Filed 05/09/14 Page 8 of 8 

obligations, tape recordings, computer media or other property relating to defendants or the 

misconduct described in the Complaint. 

VIII.  

IT IS HEREBY FURTHER ORDERED that the Commission, notwithstanding the 

provisions of Fed. R. Civ. P. 26(d) and the Local Rules of this Court, may continue discovery in 

aid of its asset freeze in this case. 

IX.  

IT IS HEREBY FURTHER ORDERED that this Consent Order is entered without 

prejudice to any party's right to present any evidence or argument to the Court and to seek any 

modification of or relief from any part of this Order. Unless otherwise ordered by the Court, this 

Consent Order shall remain in effect until entry ofa Final Judgment or other final disposition of 

this action. 

It is SO ORDERED. 

4414 4.---1010  
NATHANIEL M. GORTON 
UNITED STATES DISTRICT JUDGE 

Dated: May 1, 2014 at S:cd wreip.m. 

4122-1441.7te7, v I 
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UNITED STATES DISTRICT COURT 
DISTRICT OF MASSACHUSETTS 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff 

v. 

TELEXFREE, INC., 
TELEXFREE, LLC, 
JAMES M. MERRILL, 
CARLOS N. WANZELER, 
STEVEN M. LABRIOLA, 
JOSEPH H. CRAFT, 
SANDERLEY RODRIGUES DE VASCONCELOS, 
SANTIAGO DE LA ROSA, 
RANDY N. CROSY and 
FAITH R. SLOAN, 

Defendants 

and 

TELEXFREE FINANCIAL, INC., 
TELEXELECTRIC, LLP and 
TELEX MOBILE HOLDINGS, INC. 

Case No. 14-u-1185134%NC 

Relief Defendants 

 

ASSENTED-TO MOTION FOR LIMITED RELIEF FROM 
"CONSENT ORDER AS TO DEFENDANT CARLOS WANZELER" 

Now comes Katia Wanzeler, and with the assent of Plaintiff Securities and Exchange 

Commission ("SEC"), hereby moves this Court for limited relief from the Consent Order as to 

Carlos Wanzeler entered on May 9, 2014. In support of this motion, Ms. Wanzeler states as 

follows: 

1. Katia Wanzeler is the wife of Defendant Carlos Wanzeler. For over twelve (12) years, 

Ms. Wanzeler and a small staff of employees have operated two small cleaning 

mom, ale~ect- pmea i  tobJ-  4/n/ly 
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UNITED STATES DISTRICT COURT 
DISTRICT OF MASSACHUSETTS 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff 

v. 

TELEXFREE, INC., 
TELEXFREE, LLC, 
JAMES M. MERRILL, 
CARLOS N. WANZELER, 
STEVEN M. LABRIOLA, 
JOSEPH H. CRAFT, 
SANDERLEY RODRIGUES DE VASCONCELOS, 
SANTIAGO DE LA ROSA, 
RANDY N. CROSY and 
FAITH R. SLOAN, 

Defendants 

and 

TELEXFREE FINANCIAL, INC., 
TELEXELECTRIC, LLP and 
TELEX MOBILE HOLDINGS, INC. 

Relief Defendants 

Case No. 14-cv-11858-NMG 

ORDER GRANTING LIMITED RELIEF FROM ASSET FREEZE ORDER  

The Court, acting pursuant to a motion filed on behalf of Katia Wanzeler, and with the 

assent of the Securities and Exchange Commission, hereby enters the following ORDER: 

1. Effective immediately, St. Mary's Credit Union is authorized and directed to unfreeze 

the business checking accounts of K & C Cleaning (Account #20826020) and Cleaner 

Image U.S.A. (Account /120826012). 
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2. Henceforth, Katia Wanzeler is hereby authorized to serve as the sole signatory on the 

financial accounts of each of the above-named businesses. Ms. Wanzeler may 

continue a banking relationship at St. Mary's Credit Union, or may open accounts for 

the businesses at a different bank. In the event she elects to move to a different bank, 

she will so advise the Securities and Exchange Commission through her attorney. 

3. The checking accounts opened or maintained shall be used only for the continued 

operation of the respective businesses. 

SO ORDERED. 

a-z 
Honora le Nathaniel M. Gorton 
United States District Judge 

26/1/ 
Dated: June /2 , 21112 at /2:yS  stems./p.m 

4813-7172-6107.v. I 

2 
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UNITED STATES BANKRUPTCY COURT 

DISTRICT OF MASSACHUSETTS 

In re: 
	

Case No. 4:14-BK-40987 
Chapter 11 

TELEXFREE, LLC, 

Debtor. 

WALDEMARA MARTIN AND LEANDRO 
	

Adv. No. 14-ap-04044-MSH 
VALENTIM — PUTATIVE CLAIMS 
REPRESENTATIVES AND THOSE 
SIMILARLY SITUATED, 

Plaintiffs, 

v. 

TELEXFREE, INC., f/k/a COMMON CENTS 
COMMUNICATIONS, INC. et  al., 

Defendants. 

PLAINTIFF WALDEMARA MARTINS AFFIDAVIT IN SUPPORT OF  
MARTINS PLAINTIFFS RESPONSE TO DEFENDANT WANZELER'S  

MOTION FOR AN EXTENSION OF TIME TO ANSWER OR OTHERWISE  
RESPOND TO COMPLAINT  

I Waldemara Martin under oath swear and depose the following: 

1. I am the named Plaintiff and putative class representative in the above entitled action. 

2. I oppose Defendant Wanzeler's request for an extension of time to respond to the 
complaint. 

3. Wanzeler is a fugitive from justice. He is living it up at a sea side home while I and the 
other TelexFree promoters he stole from are back here suffering and trying to recover 
from the money he caused us to lose. 

4. Based on information and belief, at least one TelexFree victim committed suicide and 
another died of a heart attack. One man borrowed over $28,000 and is paying back the 
loan at over 8% interest. His mother co signed. Many victims have lost their life savings. 
Most are out money. 

5. Rather than stay and straighten everything out as best as he can, or face the music 
Wanzeler took off and is thumbing his nose at the American legal system. If he wants to 
be treated legitimately and take advantage of flexibility and benefits offered by our legal 
systems , he needs to be legitimate. I object to his having it both ways and to be given 
another opportunity to play games with us. 

6. In addition to the Tel3xFree scam, Wanzeler has shown he is capable of playing games 
and wasting time and increasing costs. For example, he set up dummy corporations and 
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filed for bankruptcy in Nevada. The Nevada judge sent the case back to Massachusetts to 
save the victims money and for efficiency. 

7. Wanzeler's last and usual place of abode was 373 Howard Street, Northborough, 
Massachusetts. Service was made at that address. 

8. Wanzeler and others co-masterminded the scam that is the subject federal and state 
criminal and civil actions and ongoing investigations. 

9. Wanzeler co-founded and is a principal, co-owner or officer of Defendants TelexFree, 
Inc., TelexFree, LLC, and TelexFree Financial Inc., TelexElectric LLLP, Telex Mobile 
Holdings, Inc., and Disc Matriz. 

10. The sale of promoter memberships accounted for over 99 % of Telexfree's income. In 
sworn testimony, Wanzeler could not identify the number of individuals purchasing only 
a VoIP Program without also becoming a participant. 

11. Wanzeler's pyramid scheme unlawfully bilked Plaintiffs and members of a Putative Class 
they seek to represent out of at least $300,000,000.00. According to TelexFree Trustee 
Darr at this Court's last hearing, assets recovered to date amount to a little over 
$100,250,000.00. 

Based upon information and belief, Wanzeler has gone into hiding in Brazil at a location 
he has refused to disclose. Upon uncontested information and belief Wanzeler's decision 
to become a fugitive was his alone. 

12. The New York Office of the United States Attorney has advised that Brazilian authorities 
refuse to return Carlos Wanzeler to face the fraud indictment in Massachusetts because 
the United States does not have an extradition treaty with Brazil.' 

13. On May 9, 2014, the United States Department of Homeland Security filed criminal 
proceedings against Wanzeler and Merrill for conspiracy to commit wire fraud. 

14. Upon uncontested information and belief, Wanzeler is in possession of funds withdrawn 
from TelexFree's coffers or that he otherwise obtained from the pyramid Ponzi scheme. 
According to his criminal defense counsel, Wanzeler has other funds in overseas 
accounts. 

15. Upon uncontested information and belief, Wanzeler has significant funds in overseas 
banks and refuses to voluntarily tender it to United States authorities. 

16. Upon uncontested information and belief, during a hearing before US District Court 
Judge Nathaniel Gorton Wanzeler's defense counsel confirmed that he has significant 
funds in overseas banks and refuses to tender it to United States authorities. 
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17. On April 15, 2014, the Enforcement Section of the Massachusetts Securities Division of 
the Office of the Secretary of the Commonwealth of Massachusetts commenced 
administrative proceedings against diverse entities. Dkt No. 2014-4. 

18. On April 15, 2014, agents of the FBI and Department of Homeland Security raided 
TelexFree, Inc.'s office in Marlborough, Massachusetts. During that search federal 

http://www.nydailynews.com/news/national/wife-accused-billion-dollar-ponzi-schemer-fly-
brazil-feds-article-1.1794070#ixzz35rA6j6AP  
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agents recovered $40 million worth of checks, including $2 million in checks written out 
to Katia Wanzeler. 

19. On April 15, 2014, agents of the Department of Homeland Security caught defendant 
Joseph H. Craft after he attempted to flee the raid with about $38 million in treasury 
checks, and a laptop containing data that was the subject of the search warrant. 

20. Upon uncontested information and belief, Defendant Craft Joseph H. Craft was hand-
picked by Wanzeler to serve as Certified Public Accountant or Chief Financial Officer 
for Telexfree entities, and is named as Wanzeler's co conspirator in the pyramid Ponzi 
scheme based on his integral role and advise. 

Signed this second day of July 2014 under the pains and penalties of perjury 
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