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Joseph J. Tabacco, Jr. (75484)
Jennifer S. Abranms (178203)
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425 California Street, Suite 2025
San Francisco, California 94104
Tel ephone (415) 433-3200
Facsimle (415) 433-6882

Ni col e Laval | ee (165755)
BERVAN DEVALERI O PEASE

TABACCO BURT & PUCI LLO
10550 Wlshire Blvd., Suite 803
Los Angel es, CA 90024
Tel ephone (310) 474-3500
Facsimle (310) 446-5282

Attorneys for Plaintiff Janmes H Coltrain, Jr.

UNI TED STATES DI STRI CT COURT
CENTRAL DI STRI CT OF CALI FORNI A
Western Division

JAMES H COLTRAIN, JR, on behal f
of hinself and all others
simlarly situated,

Pl aintiff,
V.

GENESI SI NTERVEDI A, | NC., RAMWY EL-
BATRAW, DOUGAS E. JACOBSON,
COURTNEY SM TH, ORBI TEX
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COURTNEY SM TH & COMPANY,

ULTI MATE HOLDI NGS LTD., ADNAN
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Plaintiff, individually and on behalf of all other persons
simlarly situated, by his undersigned attorneys, alleges upon
personal knowl edge as to hinself and his own acts, and upon
information and belief as to all other matters based upon an

i nvestigation conducted by and through his attorneys.

| NTRODUCTI ON
1. Plaintiff brings this class action on behalf of hinself
and all other persons who purchased the comon stock of
Cenesisinternedia, Inc. (“Genesislinternedia” or the “Conpany”)

from Decenber 21, 1999 to Septenber 25, 2001 (the “C ass Period”).

2. Headquartered in Van Nuys, Genesislnternedia markets
products and services through television, radio, print nedia and
the Internet. Until Septenber 25, 2001, when NASDAQ halted
tradi ng, the Conpany’s stock traded under ticker synbol “GEN."?

3. As detailed below, for nearly two years, the defendants
engaged in a conplex schenme to nmanipulate the market in
CGenesisinternedia stock and to artificially inflate its price,
reaping mllions of dollars in illegal profits.

4. The defendants’ schene began with a secret paynent of
nore than $3 mllion to defendant Courtney Smith, a financial
commentator, in return for his efforts to tout the Conpany’ s stock

during his appearances on OCNBC, CNN and Bl oonberg Tel evision.

! Prior to May 2001, the Conpany’s nane was
“CGenesi sl ntermedi a. com”

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS 2
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Bet ween Decenber 1999 and Mar ch 2001, Smth reco

mrended

Cenesisinternedia stock at least 18 tinmes, describing it as a

“doubl e your noney pick.” The defendants reinforced Smth’s

bullish statenents with their own false and m sl eading statenments

about the Conpany and its prospects, and engaged in heavy
trading that gave the appearance of demand and nonentum
st ock.

5. Def endant s’ conbined efforts drove the |pri

Genesislinternedia stock up from less than $1.50 per sh

i nsi der

in the

ce of

are in

Decenber 1999 to nore than $8 per share by February 2000, and

their buying during and subsequent to this tinme contin

ued to

support the stock at artificially inflated prices ranging from $14

to $28 through the end of March 2001.

6. Smth's | ast tel evi sed recomendati on
Genesisinternedia stock was in Mirch 2001. By that
defendants had noved on to another financial comrentator

2001, Genesislnternedia shares soared nore than 42% from

of
tinme,
I n May

roughly

$11.50 to nearly $17 per share, in just one week following a buy

recommendation from Rafi Khan, an ex-stockbroker banned from the

securities industry and on probation for incone tax evasion. Hi s

report was issued after sever al days of neeti ngs

W th

CGenesi sl nternedi a executives at the Conpany’s offices. Again, the

def endants acconpani ed the financial comentator’s statenments with

their owm false and m sleading statenents and with heavy
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trading activity — all of which caused a run-up in the Conpany’s
stock price from roughly $8 per share in March 2001 to nore than
$17 per share through md- and | ate-sumer 2001.

7. The defendants personally profited from this artificial
inflation. For exanple, defendant U tinmate Hol di ngs (Khashoggi)’s
trading activities generated roughly $7 nmillion in short-sw ng
profits, which it remtted to the Conpany; the Conpany then
bounced back $5 mllion of those illegal profits to Utinmate
Hol di ngs ( Khashoggi).

8. The endgane cane in Septenber 2001. At that tine, an
undi scl osed person or entity lent nore than 7.2 mllion shares of
Genesisinternmedia stock to Native Nations Securities, I nc.
(“Native Nations”), a small securities firmin New Jersey run by
the former office manager for former junk bond king M chael
M | ken.

9. G ven the nunber of shares involved, they could only
have conme from one of tw people: defendant El-Batrawi or
defendant U timte Hol di ngs (Khashoggi). As of August 20, 2001,
def endant El-Batrawi owned 10,375,469 shares; as of August 31,
2001, U timte Hol dings (Khashoggi) owned 9, 460, 443 shares. Thus,
these two defendants together owned nearly 19 mllion of the
Conpany’s roughly 23 mllion shares outstanding.

10. Native Nations l|oaned the 7.2 mllion shares to MK

Clearing, Inc. (“MIK’), which re-loaned the shares to at |east
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four other securities firns. Wen the stock narket re-opened
after a three-day closure in the wake of the Septenber 11, 2001
terrorist attacks, the price of GCenesislinternedia stock fell,
pronpting those other firns to turn to MIK for additional noneys.

11. MK advanced mllions of dollars and then |ooked in turn
to Native Nations for paynent. However, Native Nations responded
that a “rogue enployee” had doctored its books to hide the
identity of the person or entity that had |oaned the 7.2 mllion
shares, and that $60 million was now “m ssing.”

12. Native Nations’ failure to remt funds to MK put MK
below the mninmum capital requirenents of the Securities and
Exchange Commission (“SEC') and resulted in its seizure by the
Securities Investors Protection Corp. - the largest failure of a
U.S. brokerage firmin the past 30 years.

13. On Septenber 25, 2001, after the close of trading,
NASDAQ halted the Conpany’s stock, pending an investigation.
Before trading ended, however, defendant El-Batraw had sold nore
than $1.7 mllion worth of his stock.

14. The SEC has since announced a formal investigation.

15. Plaintiff brings this action to recover the mllions of
dollars in damages that class nmenbers have suffered as a result of
t he defendants’ wongful conduct.

JURI SDI CT1 ON  AND VENUE

16. This Court has jurisdiction over the subject matter of
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this action pursuant to Section 27 of the 1934 Act, and 28 U S.C
§ 1331.

17. Venue is proper in this Judicial D strict pursuant to
Section 27 of the Exchange Act and 28 U S.C. 81391(b). Many of
the acts and transactions constituting the violations of |aw
all eged herein, including the preparation and dissem nation to the
investing public of false and m sleading information, occurred in
subst anti al part in this Judicial District. In addition
def endant Genesislinternmedia maintains its executive offices within
this Judicial D strict.

18. In connection wth the acts, transactions and conduct
all eged herein, the defendants, directly and indirectly, used the
means and instrunentalities of interstate commerce, including the
United States mails, interstate tel ephone comunications and the
facilities of the national securities exchanges.

PARTI ES

19. Plaintiff Janes H. Col train, Jr. pur chased
Genesi sl nternedi a st ock as descri bed in t he attached
certification, and was danaged t hereby.

20. Defendant Genesisinternedia is headquartered in Van
Nuys, California. It markets and sells proprietary and |icensed
product s t hr ough net wor k and cabl e tel evi si on channel s,

newspapers, nagazi nes, radio and the Internet.

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS 6




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

21. At relevant tinmes, defendant Rany El-Batraw (“HEl -
Batrawi ") was Chairman and Chi ef Executive Oficer for the Conpany.
El -Batraw has known defendant Khashoggi for fifteen years and
worked with him on deals for years before the events alleged in
this conplaint. During the C ass Period, he and Khashoggi spoke
al nost every day.

22. At rel evant tines, def endant Douglas E. Jacobson
(“Jacobson”) was Chief Financial Oficer of the Conpany.

23. Defendants El-Batraw and Jacobson are sonetines
referred to in this conplaint as the “Individual Defendants.”

24. At relevant tines, Defendant Courtney Smth (“Smth”)
was a columist for CBSMarketWatch.com an editor of the Wall
Street Wnners newsletter, and a frequent guest on CNBC, CNNfn and
Bl oonberg Tel evi si on. From 1997 to Decenber 31, 1999, Smith was
chief investnent officer for defendant O bitex Mnagenent, Inc.
He then worked as global strategist for defendant O bitex G obal
from January 1, 2000 until Decenber 31, 2000. In addition, from
January 2000 to the present, Smth worked as president and chi ef
i nvestnment officer of defendant Courtney Smth & Conpany.

25. At relevant tines, defendant O bitex Managenent, Inc.
(“Orbitex”) was an investnent nmanagenent conpany |ocated at 410
Park Avenue, 18'" Floor, New York, NY 10022. Obitex is part of
the Orbitex G oup of Conpanies.

26. At relevant tines, defendant Obitex dobal (“Obitex

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS 7
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G obal”) was an investnent managenent firm located in Zurich,
Switzerland. 1[It is also part of the Obitex G oup of Conpanies.

27. At relevant tinmes, Courtney Smth & Conpany (" Courtney
Smth & Co.”) was an investnent managenent firm with a business
address at Box 7603, New York, NY 10150. It was founded in
January 2000 by defendant Smt h.

28. At relevant tines, defendant U timate Holdings, Ltd.
(“Utimate Holdings”) was a Bernuda investnent conpany. It was
owned by defendant Khashoggi. For nost of the Cass Period,
Utimte Hol dings was the Conpany’s second-| argest sharehol der, at
tinmes holding nore than 9 mllion, or 40% of the roughly 23
m | lion shares outstanding.

29. Defendant Adnan Khashoggi (‘Khashoggi”) 1is a Saudi
financier and arnms dealer, and the director and president of
defendant U timate Hol dings. In 1986, Khashoggi was identified as
a key noneyman in the Iran-Contra scandal in which the Reagan
adm ni stration enployed a network of Sw ss bank accounts to divert
profits from arns sales in Iran to N caraguan rebels. Khashoggi
is currently wanted by police in Thailand on suspicion of |[|oan
fraud in connection with the collapse of the Bangkok Bank of
Comrerce in May 1996. He is a friend and past business partner of
defendant El-Batrawi, and repeatedly <called and visited the

Conpany’s offices during the O ass Period.

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS 8
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30. The defendants are jointly and severally liable for the
securities law violations alleged in this conplaint, as direct
participants in, and conspirators of, the wongs conplained of
her ei n.

SUBSTANTI VE ALLEGATI ONS
The More Than $3.6 MIlion Wirth O Stock Paid To Smith

In Return For H s Recomrendi ng The Conpany To Investors.

31. As detailed below, the Conpany defendants, i ncluding
Utimte Holdings (Khashoggi), secretly paid defendant Smth
216, 000 shares of Conpany stock, worth nore than $3.6 mllion when
the paynents were revealed in May 2001, in return for his efforts
to tout the Conpany to the investing publiec. They were also
successful in hiding these paynents from the investing public
until the end of May 2001, nore than a year after those paynents
were made and after Smth's final recommendation in March 2001.

Smth s Repeated Buy Recommendations To | nvestors.

32. Starting on Decenber 21, 1999 - the first day of the
Class Period - and continuing through March 2001, defendant Smth
recommended Genesisinternedia stock to the investing public at
|l east 18 tines while appearing as a guest on financial television
net wor ks.

33. On Decenber 21, 1999, Smith called the Conpany “a very
hot specul ative pick” on Bl oonberg TV. Smth was then acting as

chief investnent officer for defendant O bitex Managenent. The

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS 9
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next day, the stock price rose 50% trading at 29 tinmes its
average vol une over the prior three nonths.

34. Six weeks later, on February 8, 2000, Smth predicted on
Bl oonberg TV that the Conpany’ s shares would rise between three
and five-fold. At this tine, Smith was a global strategist for
defendant Orbitex Gobal, as well as the president and chief
investnment officer for defendant Courtney Smith & Conpany. The
next day, the stock price rose 77% trading at 24 tinmes its
aver age vol une.

35. Appearing on CNBC two weeks l|ater, on February 25, 2000,
Smth called Cenesislinternedia a “Double Your Mney Pick.” In
response, the stock price soared 70% trading at 21 tinmes its
aver age vol une.

36. A nonth later, on or about Mirch 29, 2000, the
def endants gave Smth 216,000 shares of Conpany stock. The stock
was then trading at nearly six tinmes the price that it was at
before his recommendati ons began.

37. On February 24, 2000, the day before Smth touted the
stock as a “Double Your Mney Pick,” defendant U timte Hol ding
(Khashi ggi) purchased 4,800 shares of Cenesislnternedia stock,
capturing the 70% gain the foll ow ng day.

38. Between April 2000 and March 2001, Smith recomended

Genesislnternedia stock at least 15 nobre tinmes on CNN, CNBC and

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS 10
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Bl oonberg Tel evision, thereby sustaining the stock at artificially

inflated prices ranging from $15 to $18 dollars per share.

39. Smith's recomendations were pure hype. For exanpl e,

Smth said during his tel evision appearances that he was attracted

by Genesisinternedia’s “Centerling” division, which operates

ki osks in 32 shopping malls. However, when later confronted by a

reporter with the fact that, according to the Conpany’'s public

filings, less than 1 percent of revenues cane from that division

Smth replied: “That disturbs ne.”

The Efforts To Conceal The Stock Paid To Smth.

40. As detailed above, on or about March 29, 2000

defendants paid defendant Smth 216,000 shares of Conpany stock

for his repeated buy recommendations. However, in order

to

conceal this paynent from the investing public, the shares were

not given to Smth directly. I nstead, the defendants concocted a

transaction in which the Conpany agreed to buy DoWbsites.com a

website devel oped and owned by Smth, for the 216,000 shares,

and

entered into the deal not with Smth, but with an entity called

United Pacific Alliance, a small New York-based exporting conpany

owned by Angela Chen, one of Smth's friends.
41. Angela Chen has since admtted that she received a

for her Conpany’ s service as go-between in the transaction.

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS
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42. In a March 31, 2000 press release, the Conpany announced

that it had acquired DoWbsites.com The release stated

pertinent part:
CGenesi sl nternedia.com Inc. (Nasdaq: CGENI )
announced that it had acquired DoWbsites

I nc., t he | eadi ng port al for webmas

.com

ters.

DoVWebsites.com provides tools and resources for

all webmasters, from beginners to professio
This provides a powerful synergy to GEN's

| aunched I nt er net Educati on and Ment

nal s.
new y

oring

Program as current and future subscribers to the

program can utilize the conplinentary array of

resour ces f ound on DoWebsi t es. com

Thi s

conbi nation mnmakes GENI and DoWbsites.com the

| argest provider of tools and resources for
devel opi ng websi t es for busi ness and

pl easures.

“This is GENI's second portal acquisition jo
t he rapidly-expandi ng CENTERLI NQ network,” s
Rany El - Batraw , Chai r man Chi ef Exec
Oficer. “This further enhances our bus
plan  of i nvesting in and devel oping

technol ogi es and Internet-rel ated businesses.

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS
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anticipate that this wll create an inmediate and
sust ai nabl e boost to our presence and

profitability in the Internet space.”

The addi tion of DoWebsites.com to GENl ' s
mentoring capabilities enable GENI to capitalize
on the explosive growh associated with the need
for experience, innovative site developers and
programmers, as well as the tools, resources and
mar keting expertise that new and experience

webnasters desire.

GENl w Il benefit from opportunities to cross-
sale additional products and services, as the
existing nmentors, consultants and sales team can

drive traffic to ww. dowebsites.com and the site

Wil | pronpt users to gain additional site
devel opment and marketing advantages through the
ment ori ng pr ogr ans. Because Traffic from
DoWebsite.com w | generate a substantially
greater anount of |eads for nentoring, GENl wl|

have 1increased opportunities to sell Internet

advertising banners, on which it can earn profits

of up to 53% to sone of the nobst popul ar search

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS
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engi nes.

“The acquisition of DoWbsites.com adds another
valuable Iink to CEN’'s Internet ment ori ng
capabilities,” stated El-Batrawi, “Wbnasters
and site devel opers who use the nentoring program
now have an additional resource for  web-
enhancenment tools and services, and visitors to
DoWebsites.com have the ability to access the
many advantages of GENI's nentoring program
There are nultiple routes to drive traffic
between DoWbsites.com and GEN's nentoring
operations, and we expect the conbined operations
to magnify exposure for every facet of our
oper ati ons, thus driving increased revenues
through fulfillnment of a greater variety of high-

demand servi ces.

Direct access to DoWbsites.com wll also be
added to CENTERLI NQ GEN ' s fast-grow ng
interactive, multi media marketing and pronotion
network, so that upwards of 22 mllion consuners
can learn about the features and benefits of

GENI ' s conprehensive nentoring resources.

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS
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“We al so anticipate t hat our ment ori ng
capabilities wll help wus identify possible
acqui sition candidates, fueling even additional
future profit potential. We foresee exponenti al
gromh possibility as we wll be providing
val uabl e services to webmasters plus boosting our
ability to find new, exciting concepts for
devel opnent. Utimately, both of these purposes

wor k to enhance sharehol der val ue.”

There are tens of mllions of websites, each with
its own webmasters. The nunber of gl oba
Internet wusers grows daily, and the nunber of
potential webnmasters increases just as fast due
to the space on the Wrld Wde Wb that wusers
receive when they initiate service wth an
| nt er net service provi der (1SP).
DoWbsites.coms extensive range of resources
hel ps the novice webnmasters, as well as the nost
advanced level, providing instruction, nentoring

and tool s.
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43. The Conpany also described the transaction its Apri
2001 Form 10-K filing with the SEC, which was signed by defendant
Jacobson.

44. These statenents were materially false and m sleading
because they failed to nention Smth, even though Smth had
becone, by virtue of the nunber of shares that he received in
return for his efforts to pronote the Conpany, one of its |argest
out si de sharehol ders. They also failed to disclose that the
Conpany was purchasing the site solely as a neans for channeling
secret conpensation to Smth for his pronotion efforts.

45. The representation that the site wuld generate
“increased revenues” was also materially false and m sleading.
The website purchase served no legitimte business purpose. As
Smith hinself later admtted: “[i]t didn't have much of anything
when we sold it.” Alnpost imediately after it was acquired, the
Conpany shut the site down and began witing-off 1its purchase
price.

46. On May 23, 2001, nore than a year after Smth received
his stock from the Conpany and after he had touted the Conpany’s
stock at least 15 nore tines, the press discovered and reveal ed
the paynent to Smth. By then, however, the defendants’ schene
had al ready kept the stock price artificially inflated for nearly
18 nonths, causing substantial harm and damages to Plaintiff and

t he cl ass.
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Further Inflation O The Conpany’s
Stock Price By Means O The Kahn Report.

47. Smth's |ast recommendation was in March 2001. By that
time, the defendants had noved on to another financial conmmrentator
- an ex-stockbroker nanmed Rafi Khan. Kahn was banned from the
securities industry by the SEC after settling a civil conplaint by
the agency charging himw th stock mani pulation in connection wth
his pronotion of short-squeeze schenes in 1993 and 1995. He was
also on probation after pleading guilty to incone tax fraud in
1999.

48. Fol |l owi ng sever al days of nmeeti ngs wth
CGenesi sl nternedi a executives at the Conpany’s offices in May 2001,
Kahn issued a buy recommendation in a four-page report (the “Kahn
Report”) that was faxed and e-nmailed to nunmerous investors. I n
the wake of the Kahn Report, the Conpany’ s share price rose 42%
over a one-week period, increasing fromabout $11.50 to $16. 25 per
share.

49. In his Report, Kahn indicated that a “short squeeze”
would drive up the price of Conpany shares. In a short squeeze,
investors who have |oaned shares to others demand them back,
forcing the borrowers to buy shares and driving up the price of
the stock, thereby creating |osses for the short sellers who have

bet that the stock price will fall.
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50. Again, insider trading preceded this announcenent. I n
April and May 2001, before the Kahn Report was issued, Utimate
Hol di ngs bought 879,114 shares of Cenesislinternedia stock at
prices as low as $7.88. In June 2001, after the Kahn Report,
Utimate Holdings sold 747,800 of those shares for as nuch as
$16. 82 each, earning the firma profit of nearly $7 mllion.

51. Under the Securities Exchange of 1934, because U timate
Hol di ngs owned nore than 10% of the Conpany and the purchase and

sale transactions occurred within six nonths of each other, those

profits were legally considered to be “short-swing profits.” As
required by law, Utimate Holdings remtted these illegal profits
to the Conpany. However, U timte Holdings alnost inmmediately

received roughly $5 mllion of those profits back when the Conpany
used those funds to repay |oans owed to U timate Hol di ngs.

52. Thus, the defendants took advantage of the artificial
inflation to reap nmore than $7 mllion of illegal profits through
just this one transaction.

53. During this sane tine period, the defendants acconpani ed
the financial comentator’s statenents with their own false and
m sl eading statenments and wth insider trading activity -
partially financed with |oans secured by the Conpany - all of
whi ch caused a run-up in the Conpany’ s stock.

54. For exanple, on August 17, 2001, defendant El-Batraw

borrowed $22.7 mllion from defendant Khashoggi to buy 1,329,500
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shares of Conpany st ock. El -Batraw secured the
Genesi slinternmedia shares he owned worth $140 mllion

i ncreasing Khashoggi’s interest in the Conpany to
per cent .

55. About two weeks l|ater, on Septenber 4, 2001

| oan

W th

effectively

roughly 75

, def endant

El -Batrawi issued a letter to shareholders in which he stated, in

part:

CGenesislnternedia continues to make strides to

fulfill our promse of shareholder value
gr owt h. However, we remain concerned about
short selling that is still occurring

and

t he

W th

respect to our common shares. Managing corporate

growm h becones nore challenging when people

are

betti ng agai nst your success, SO we encourage al

of our shareholders to contact your brokers
have your shares taken out of street nane or

into a cash account, or even better, have

and
put

your

broker deliver the physical stock certificates to

you. By doing this, a short seller would not be

able to borrow your stock for short sales w't
your perm ssion. When you stock is held

mar gi n account, brokers can loan it out.
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| feel nore confident than ever that ny own
personal investnent in Genesislinternedia is a
sound decision based on an investnent philosophy
oriented toward |ong-term grow h. That is why |
recently purchased an additional 1,329,500 shares
for ny own account t hr ough open mar ket
transacti ons. This brings ny total personal
hol dings to 10, 375, 469 shares. | believe | am
investing in a solid growh platform

56. These statenments were materially false and m sleading
because they failed to disclose that defendant El-Batraw’s
“personal investnment” in the Conpany and his purported purchases
“on nmy own account” were actually purchases made wth $22.7
mllion from defendant Khashoggi . Mor eover, while urging
shareholders to take steps to prevent short-selling of the
Conpany’s shares, even stating that it was hindering corporate
grow h, the defendants failed to disclose that defendants U timate
Hol dings (Khashoggi) and/or El-Batrawi had in the past, or
intended in the future, to | oan shares used to short the stock.

57. On July 13, 2001, def endant Utimte Hol di ngs
(Khashoggi) executed a private sale of 500,000 shares of
Cenesisinternedia to a Bahamas-based mutual fund advised by the
Obitex Goup of Conpanies at a 21.7% discount to the market

price. The Orbitex mutual fund received the shares at $14 per
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share, while the stock closed that day at $17.89 per share.
Obitex and Obitex dobal, as already discussed above, enployed
defendant Smth in 1999 and 2000 when Smth was naking televised
recommendati ons of Cenesislnternedia stock in return for paynent.

58. The sale to Obitex was massive, as by conparison, the
stock had traded an average of 323,000 shares per day in the prior
t hree nont hs. The fund acquiring the stock, O bitex
Communi cations & Information Technol ogy Fund, was at that tinme one
of the worst-performng nutual funds in the world. It had
underperformed 99% of all funds in the previous year, losing 76%
of its val ue.

59. United Hol dings(Khashoggi) repurchased many of shares
over the next eight days at full prices. As John Coffee, a
professor of law at Colunbia University, stated: “There is no
sinple logical explanation for these inconsistent transactions,
selling well below market and imrediately buying back at the
mar ket price.”

The Endgane.

60. The endgane cane in Septenber 2001. At that tine, an
undi scl osed person |ent nore than 7.2 mllion shares of
Genesisinternedia stock to Native Nations, a small securities firm
in New Jersey run by the fornmer office manager for former junk
bond ki ng M chael M ken.

61. Gven the nunber of shares involved, they could only
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have cone from defendant El-Batrawi or defendant U timate Hol di ngs
(Khashoggi ) . As of August 20, 2001, defendant ElI-Batrawi owned
10, 375,469 shares; as of August 31, 2001, Utimte Hol dings owned
9, 460, 443 shares. Thus, they together owned nearly 19 mllion of
the Conpany’s 23 mllion shares outstanding.

62. Native Nations then loaned the 7.2 mllion shares to MK
Clearing, Inc. (“MIK'), which in turn re-loaned the shares to at
| east four other securities firns. When the securities market’s
re-opened after a three-day closure following the Septenber 11,
2001 terrorist attacks, the price of Genesislnternedia stock fell,
pronpting the other firnms to turn to MIK for additional funds.

63. MK, in turn, Jlooked to Native Nations for noney.
However, Native Nations responded that a “rogue enployee” had
doctored its books to hide the identity of the person that had
loaned it the 7.2 mllion shares and that the $60 mllion was now
“m ssing.”

64. Native Nations’ failure to remt funds to MK put MK
below the SECs mninmum capital requirenments, pronpting its
seizure by the Securities Investors Protection Corp. and causing
the largest failure of a U S. brokerage firmin the past 30 years.

65. On Septenber 25, after the end of trading, NASDAQ halted
trading in the Conpany’'s stock pending an investigation. Only
hours before trading was halted, however, defendant El-Batraw

sold nore than $1.7 million worth of his stock
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66. The SEC has since announced a formal investigation.

CLASS ACTI ON ALLEGATI ONS

67. Plaintiff brings this action as a class action pursuant
to Federal Rules of CGivil Procedure 23(a) and (b)(3) on behalf of
a class consisting of all persons who purchased Conpany stock
during the dass Period, and who suffered damages as a result (the
“Class”). Excluded from the Cass are the defendants, any entity
in which the defendants have a controlling interest or is a parent
or subsidiary of, or is controlled by, the Conpany or the other
def endant s, and the officers, di rectors, affiliates, | egal
representatives, heirs, predecessors, successors and assigns of
any of the defendants.

68. The nenbers of the Cass are so nunerous that joinder of
all nmenbers is inpracticable. Wiile the exact nunber of d ass
menbers is unknown to Plaintiff at this tinme and can only be
ascertained through appropriate discovery, Plaintiff believes
there are, at a mninum thousands of nenbers of the Cass who
traded during the C ass Period. The Conpany had in excess of 23
mllion shares of its comon stock outstanding as of Septenber 4,
2001, owned by hundreds if not thousands of persons.

69. Common questions of law and fact exist as to all nenbers
of the O ass and predom nate over any questions affecting solely
i ndi vidual nenbers of the d ass. Among the questions of |aw and

fact common to the C ass are:
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i) whether the securities laws were violated by the
def endants acts all eged herein;

i1) whether during the Cass Period, the defendants engaged
in a schenme to mani pul ate the price of Conpany stock and
i ssued fal se and m sl eadi ng statenents;

iii) whether the defendants acted knowingly or with conscious
reckl essness nmani pulated the Conpany share price and
made fal se and m sl eadi ng statenents;

iv) whether the market prices of the Conpany’s stock during
the Cass Period were artificially inflated; and

V) whet her the nenbers of the C ass have sustained damages
and, if so, the proper neasure of those damages.

70. Plaintiff’s clains are typical of the clains of the

Cl ass. Plaintiff and nenbers of the Cass sustained danages
arising out of the defendants’ wongful conduct in violation of
federal |aw, as conpl ained of herein.

71. Plaintiff wll fairly and adequately protect the
interests of the nenbers of the Cass and has retained counsel
conpetent and experienced in <class actions and securities
[itigation. Plaintiff has no interests antagonistic to or in
conflict wwth those of the C ass.

72. A class action is superior to other available nethods
for the fair and efficient adjudication of the controversy since

J oi nder of al | menbers  of the Cdass is inpracticable.
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Furt hernore, because the damages suffered by the individua

Cl ass nenbers may be relatively small, the expense and burden of
individual Ilitigation make it inpossible for the Cass nenbers
individually to redress the wongs done to them There will be no

difficulty in the managenent of this action as a class action.
CLAI M5 FOR RELI EF
COUNT |

(Agai nst Al Defendants For Violations of § 10(b)
of the 1934 Act and Rul e 10b-5 Pronul gated Ther eunder)

73. Plaintiff re-alleges and incorporates by reference each
of the above paragraphs as though fully set forth herein.

74. In violation of section 10(b), during the Cass Period,
the defendants engaged in schenes, conspiracies and a course of
conduct, pursuant to which they knowingly or wth conscious
reckl essness acted to operate a fraud and deceit upon Plaintiff
and ot her C ass nenbers.

75. In violation of section 10(b), they al so dissem nated or
approved the false statenents specified above, which they knew or
recklessly disregarded were msleading in that they contained
m srepresentations and failed to disclose material facts necessary
in order to nake the statenents nade, in light of the
ci rcunst ances under which they were nmade, not m sl eadi ng.

76. Plaintiff and the C ass have suffered damages in that
they paid artificially inflated prices for Genesislnternedia stock

while relying on the integrity of the market.

COVPLAI NT FOR VI OLATI ON OF THE FEDERAL SECURI TI ES LAWS 25




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

77. As a direct and proximate result of the defendants’
wrongful conduct, Plaintiff and the other Cass nenbers suffered
harm and damages in connection wth their pur chases  of
Cenesisinternedia stock during the Cass Period, in an anobunt to
be determned at trial.

COUNT I |

(Agai nst All Defendants For Viol ation of
§ 20(a) of the 1934 Act)

78. Plaintiff re-alleges and incorporates by reference each
of the above paragraphs as though fully set forth herein.

79. The Defendants naned in this count acted as controlling
persons wthin the neaning of 8§ 20(a) of the 1934 Act. By reason
of their positions as of ficers and/ or directors of
Cenesisinternedia, their ownership of GCenesislnternedia stock,
their enploynment of Smth, they had the power and authority to
control the defendants and are therefore liable for the primry
violations of the securities laws alleged in this conplaint.

WHEREFORE, Plaintiff, on his own behalf and on behalf of the
Cl ass, prays for judgnent as follows:

A Declaring this action to be a proper class action
mai ntai nable under Rule 23 of the Federal Rules of Gvi
Procedur e;

B. Awarding Plaintiff and the other Cass nenbers danmages
agai nst the defendants for the their wongful conduct, together

with interest thereon;
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C. Awarding plaintiff and the Cass the fees and expenses
incurred in this action, including reasonable allowance of fees
for Plaintiff’s attorneys and experts; and

D. Granting such other and further relief as the Court may

deem just and proper.

JURY DEMAND
Plaintiff demands a jury trial on all issues that may be so
tried.
Dat ed: October 25, 2001 BERVAN DeVALERI O PEASE

TABACCO BURT & PUCI LLO

Jennifer S. Abrans

Joseph J. Tabacco, Jr.

425 California Street, Suite 2025
San Francisco, CA 94104

Tel ephone: (415) 433-3200
Facsimle: (415) 433-6382
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TABACCO BURT & PUCI LLO
10550 Wlshire Blvd., Suite 803
Los Angel es, CA 90024
Tel ephone (310) 474-3500
Facsimle (310) 446-5282

M chael G Lange

Todd A. Seaver
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