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Abstract. This case describes a recent iteration of the Ponzi scheme originated in 1920 by Charles
Ponzi: creating a plausible investment, attracting investors, using the money from more recent
investors to pay off earlier investors, and earning a substantial profit, estimated to be $15 million
(worth $220 million today).1 While not as big as Bernie Madoff’s Ponzi scheme, as a result of which
he was sentenced to 150 years in prison and ordered to pay restitution of $170 billion to his victims,2
the Federal district court in Miami was asked to order Par Funding’s cofounders, Joseph W. LaForte
and his wife, Lisa McElhone, to pay $337 million to Par Funding investors and to declare they
engaged in a Ponzi scheme in defrauding those investors.3 Ultimately the Federal district court in
Miami ordered Par cofounders to pay “$219 million in ‘ill-gotten gains,’ fines and interest so the
funds can be used to help reimburse 1,200 investors who were duped into buying the risky,
unregistered securities used to finance the high-fee loan company.”4 How LaForte and McElhone
executed their scheme is an intriguing story which provides helpful insight into ethical and U.S.
securities law principles.  
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1.   Introduction

Complete Business Solutions Group, Inc. d/b/a Par Funding (hereinafter “Par
Funding”) had a very simple business model: hire highly successful sales
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personnel to convince investors to purchase almost $500 million in Par Funding
promissory notes, lend that money to merchants in the form of merchant cash
advances (MCA) at interest rates averaging 50% with some as high as 400%, and
pay the promissory notes back at interest rates of 10% or more.5  Unfortunately,
both for themselves and their investors, Joseph W. LaForte and his wife, Lisa
McElhone, Par Funding’s cofounders, abandoned the MCA business plan and
embarked on their own, enormous Ponzi scheme.

In a civil lawsuit filed in July 2020, the Securities and Exchange Commission
(SEC) accused McElhone and LaForte of fraud by (1) failing to warn investors
how risky the MCA investments were, (2) failing to collect the balances owed on
the MCA because those loans had constantly escalating balances the borrowers
could never pay off, (3) permitting the ten largest MCA borrowers to account for
half of Par Funding’s business, and (4) paying themselves “millions” before
ending payments on Par Funding’s promissory notes in April 2020.6  

Notably, Par Funding’s finances were audited by the accounting firm
Friedman LLP, which in its initial review, determined Par Funding lost $6.7
million in 2017 after taking into account its credit losses.7 LaForte insisted
Friedman LLP prepare a second audit showing a $1.2 million profit, and
Friedman LLP attached an “adverse opinion” to the audit saying that Par Funding
had “not accounted for its provision for credit losses, in accordance with
accounting principles generally accepted in the United States of America” and
that the second report’s results “do not present fairly” Par’s financial position.8
SEC senior trial counsel, Amie Riggle Berlin, commented that the swapping out
of the audit report was emblematic of an operation shot through with deception.9 
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