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(Falue Declacvations Before Couek )
The Graind Juey charages:
Background And Felovant FPerwonas
. At oall fines relevant Lo thig Indicomentc, Che
il SLates Secrer Segvice pmployed mivilian acientille experia
if dre Poreoske Seivicvesg Divlsion whe 11nr‘f-e1r|nnrl myamntrtal Loy sk
evidence to ageslsc In, Jtuuug ol bier Llibewges, eviminal
investigactione carvied out by Lhe Seceel Seivice and by obher
tederal and acate low onforcement agencles, Lncluding tw Federal
Aurean of Inveatigacion. 7The Forenele Scrvices Divielon
Laboratory was located in Washington, D.U.. and included
specialists in the Forenairs analysis of ink on gquostioned
el y .
2. AL «l) Llves vrelevant bo Ehig IndickmenkE, LAREY I,
STRWART, bhe delwidant, was Dizeclor of Fhe Secvel Service’a
Forenolo Laboratory. Throuwgh his Leadniog and experispes,

STEWARYT had obrained plgnificant expwrbise in Lhe fosensic



analyeis of iok on gueelloped documents
3. At all timaw relwvanl Lo this IndicFment,

Employee-1 wag an Asgistant Branch Chiefl in the Secref Service’s
Forensic Berviceo Divipion., Bwployee-1, through training and
experience, possesped significant expertiee in the forensic
analyaia of ink on questioned documenta.

The Investigation Of Magtha Stewart And Peter Bacanovic

4. In or abou= January 2002, the Unitwed SLabtes

Securities and Exchange Commission (=SBEC®), Llw Federal Bur=au of
Investigation, (=FEL®) and the United States Alluiwy's Office
Far the Oouthern Diptrict of New York began requlatocy and
criminal inveatigations into tr-:lr;ling in the scock of ImClope
Sysatems, Inc. (*TmClone”) in late December 2001. The
invest lgal lons focused on, among other things, the December a7,
2001 male of 3,928 ImClone shares by Martha Stewart, chalrman of
the board of directors atd chief execukive afficer of Martha
Gtewart Living Omnimedia, Inc., with the assistance of her
atnckbroker at Merrill Lynch & Co., Peter Bacanowvic Martha
Arewart's sale of ImClonc ptock ocourred the day belore TmClone,
whirh wan in the businean of developing medicines, publicly
anneuneed that the United Stateo Food and Drug Adminlstration had
refused to veview its application for approval of a nww cancer
drug. The luvestigations anught to determinc, among other

things, whether Martha Stewart sald her ImClonc charoo baned on



macerial, non-public Information oblained from her broker, Peaber
Bacanovic.

5. In responpe Lo the inveskigaliodis, Marths Stewart
and Peter Bacanovic apperted, in interviews and testcimony belore
Government investigators. that Martha Stewart‘s Decembar 27, 3001
Aale of Tml'lone Atock wais based on a pre cxisting agresment
betwesn Martha Stewart and Peter Bacanovic that Martha E.tﬂ'hlnr."l':
would well her InClone slock 2f ikm prics fell below G600 per
share.,

G, In pacbticulas, on or about Janwary 10, 2002, Peter
Bacanovic caused to be produced to the S8BT a worksheest [(the
“Workesheet”) dated December 21, 2001, that limted each ot the
atocks held by Martha Stewart at Merrill Lynch oo that date, The
Worksheet contained handwritten notes, including a notalion next
to Lhe entry for Tmlone atock reading =@ 60." In ouboeguent
Leslimony before the SEC, Racanovic stated that the “@ 60"
notaticn on Lhe Workshee: refleacted hiam discussion with Martha
Stewart concernimg sellifyg her Tmllons Ahares once the SLoCK
price fall below 560 per sharw.

The Secret Bervice Lab Analyzes The "@ 60" Workehest

p 2 An part ol ita investigation of Martha StewarL's
trading in ImClone stock, in or about July 2002, the FBI
gubmitted Lhe Worksheet to the Sacrat Service's Forenoio EBervices

pivieien f[or analywiw. The FBI requeated the Secret Service to



determine whether the "® 60" entry on the Horkaheet was made with
the pame ink as the other handwritien entries on the Worksheet.

g, Un or about July 25, 2002, Lhe Worksheest and the
FBI analymis request were logged into the Forenelc Sweriviuves
Division Laboratory in Washingten, D.C. by Employee-1. Employee-
1 then commenced the requeated examination of the Workoheaet,
Employee-1 cunducted physical and chemical analyses of the
Worksheet on or abuoul Auwwet 1 and 2, 2002. The physical i
examinations included phuLographing the Worksheet under infrared
and ultraviolet light, and Lhe chemical examinationa included
thin layer chromatography, a process by which ink samplea are
broken down into their ﬂumuun:nL parts on glamam ar plastic platen
for analysis. BEmployee-1 conducted three Lhin layer
chromatngraphy bteats, resulting in three "plates,” aw parl of the
August 2002 chemical analysis of the Worksheet.

a. Employes-1 completed a report detailing the
axamination resulls on or about Angust 5, 200d. The report
concluded that *[o)us blue ballpeoint ink waa used to produce the
entry ‘® 60' and the underline associated to it, A ditterent
blue ballpoint ink was used to produce all of the remaining
entriea on the document. including all of Lthe circles, question
marks and check marks found on the page.” The reporl was
approved by a supervisor in the Foremsic Services Divigion on

behalfl of the Special Agent in Charge of that Divieion.



16. LARRY F. 4TEWART did not parkicipate in or obasrve
any of Lhe analysis conductsd hy Employes-1 on the Horkaheet in
or about Augusl 2002, STEWART was notified of the analyminm on or
about Auguet &, 2002, wvia an internal Foremsic Services Diviaion
emall report.

The Charges Against HMartha Stewart And Feter Bacanovic

11. ©On vr about June 4, 2003, a Grand Jury in khe
gouthern Dipcrict of Mew Yotk [iled Indictment 03 Ce. 717 lHﬂFf.
which charged Martha Stewart and Pele: Bacanovic with warious
offenoen ariping from their participation in a schems to ohatruct
the regulatory and criminal investigations intu Lrading by Martha
Btewart and othero in ImiZlone cénlpn srock .

1%, The lndic=ment alleged that, as part of Ll
criminal mecheme, Peter Bacanovic had altered the Workeheet by
adding Lthe handwritten nokation & G0* next to the entry for
ITmClomne, usimg lnk that was scienrifically distinguishable [rom
ink uped elsewhere on Ll Worksheet, in an effort ko corroborate
Bacanovic's and Martha Stewail's claim that they had a pre-
exioting agreement to pel)l Martha SLewarl®s ImClone Atnck if Ethe
market price of ImClone fell to $60 per share. The Indictment
alleged Peter Bacanovic'so alteratlon of the Workshswsl (1) as an
act in turtherance of the conopiracy charged againel bolh Martha
Atewart and Peter ndcunévic, {11} ap the basie for a [alue

documents charge againat Peter Bacanovic, and (lii) in conmection



with one perjury specification ayainst Peter Bacanowic.
13. A superseding Indiclowob, 51 03 Cr. 717 (MGC),
which contained allegatione almowl ldentical to thoss in the

original lndictment, wao filed on or aboul January 4, 2004.

Additiopal Analysis Of The Worksheet By The Secret Bervice Lab

14, 0On or about January 9, 2004, LARRY F., STEMART,
Fmployee-1, and another oupervisory employes wilhin the Forensic
SGerviesn Divinion Loboratory attended a meelimg In New York, New
York with prosecutoro and agents responsible [or Lhe prosecution
of Martha Stewart and Peter Bacanovic. At that meeLlng, Lhe
propecutors asked that the Forensie Services Divielon perluem
addltional testm on Ehe wnrknhnén to (i) identify the inke
present uvn the Workahest, and (ii) comparc the ink gontalned in
three marks on the Worksheat that had previously been unteoted by
che Forenpic Services Divislon with the ink on the resb of the
Horkaheeb

15. Ln regponge Co Chat reguesl, commencing on or
about January 13, 2004, Employee-1 conductsd additional chemical
analys=s on the Workaheet in order to identily the iuke present
on Lhe Workshest and to compare the ink in the three uncesced
marke with Lhe remainder of the inks on the document. Employee-l
conducted [our additional thin layer chromatography examinationa,
regulting in [our additional “plates.” in crder te conduct those

teote. Employee-1 [inlshed the sxamination on or about January



1%, 2064, and oen or about January 16, 2004, gave the wWwarkeshast,
the sxamination workpapers, and chromatography places nhowlng the
resulte (of the chemical analyaea to LAHKY F. STEWART.

16. LARRY F. ATEWART did not partiecipate in conducting
the chemical analyees cardcléd out by BEmployes-1 on the Horksheet
betwoen January 13 and 15, 2004, ©On or aboul Japuary 13, 2004,
Employee 1 showed STEWART one of the chromatography plates Lhal
Employee-1 had created in order to consult with STEWART regasdliog
the interpretation of thooe reoultse.

17. Detween of or about January 16, 2004 and on or
about January 23, 2004, LARRY F. STEWART reviewed the Worksheet
and the workpapersa and cl:rumtd-ét'aphr platen preparad by
BEmployee-1, and drafted n report setting forth the resulte of the
examinat ions of Lhe Worksheet. On or about January £4, 2004,
STEWART migned a reporl cegarding the sxaminakion of the
Worksheet. The January 23, 2004 peport concluded that

Two different blue ballpoint inks werw used Lo

produce Lhe handwritten entries found on the
document. One blue ballpeint ink was used to
produce Lhw entry *@60% and the underline
aapcciated to it. A different blue ballpoint ink
wag used to produce all of the remaining enkries
on the document including all of the circles,
quention marks and check marks found on the page.

* * L

ITIhe bulk of the handwriccen entries [ound on
[the Morksleel]| were produced wibkh an ink that
matchea that Eound in Papermate blue ballpoint
gtickpens {aks Wrile Bros. and Kilemsbricol, The
ink vaed ko produce the entry "#60" and the



underline associated to it doeo not macch any ink
in ovur library of over 8000 wrilling inks.

The horizontal dawh mark Lo tlwe leli of Lhe
gquenation mark [ound ak the right-side end of the
*Apple Computer Inc® entry wae aleo tewled, The
reaul ta proved inconsluAaive based on Ehe

contamination of the entry and the lack of
available ink for testing.

LARRY F. STEWART Testiflew AL Tzisl

1p. Trial of the superseding Indictment againot Martha
Srewart and Peter Dacanovic began on January 27, 2004 and
eonkinued intn early Maroch 2004,

19. On ar abouk ?hh;uarr 19, 2004, LARRY F. STEWARET
wae called ag a witneaas by the propscubion to testily regarding
Lhie [orengic analysise of the Hm;hnhunf. BTFHART talasly
tepcified, In substance and in pacl, about the following matters:

a. STEWART testifiwd that lhw cbeerved and
participated in carrying cut the chemical analyeig of the
Workaheet in 2002 with Employee- 1, when in fact, ae STEWART well
knew, he had not oheerved or participated in carrying out thooe
chemical beabs,

. ATEHART keatified that he worked side by side
wilh Empluyee-1 in carrying out the chemical analysais af the
Horkuhuel belLwesn on or about January 131 and 16, 2004, when in
fact, a0 STEWART well knaw, he had nol participated in cavrying

out thone chemical testse.



Statutory Allegations

20. Of or about February 19, 2002, in the Soullwsrn

Liatrict of Mew York, LARRY F. BTEWART, the defendant, under oall

in a procesding betore a court of the United Etates, unlawlfully,

willFully and knowingly did make a false material declaration, to

wit, Lu,Lhe criminal trial of United States v. Martha Stewart and

Peter

ig, 03 Cr. TL7T (MGC), STEMART gave the Following

teptimony, the underlined portions of which he belisved bo e

materlally false:

Specification One
(Pag® 3285, Lines 2 - 9)
Mr. Stewart, this Governmoent Exhibic 47%, which ie a

plcture of the two sputs you just described, when wan
this done?

Thig oxiginal plate waas done in July of 2002 willi
IBwployee-1]1 and mysalf.
And when you did chat were you involved in Lhe acilual

crealion of the plate?
ien, sir.

fpacification Two

(Pagye 3292, Line 3 - Page 1231, Line @)

ME. BURCKE: Mr. Bove, could you put up OGavernment

Exhibit 47%, pl=asea.

Tell up a licttls more about chromatography. What
exactly doea it consiat of?

Well, it can heopen in a number of different waysa, bt
1'11 speciFically Ealk about how it was uscd in thio
cape. Chromatography ie a plece of plastic or ylasw
Lhat has wilica gel on top of ir. Now, nmilica gel im a
powdered material, and the pilica eticka to the plascic
or the glass., HWhat I have to do in the labaratory is T
have to take the ink that's dry on the document and I
have to make 1t liguid again, and I do Lhat by putting



golvent or chemicals on Lhe ok Lhat makes it extrack
From itA dry phases into a liguid phases; it turmo it
liguid again. I then take that and I plauve lL on thiw
silica gel that im on this plate, it is elther plastic
or glaoa plate.

And if vou look ab the picture wup there in Government
Exhibit 479, on the left hand pide at the bottom, that
5 5 L]

That im where 1 sctuplly put Jt opn Lo that platc.
What ink was that?

o.
A That was Fha {ink rhar wam the "AVEA® ink that wap on
ehe Qavernment Exhibit A1,
MR, BURCE: My, Bove, could you puk Al up nexk to 4737
M. It im in che upper left guadrant.
o I took a swall awoupt of that AVER ink and I turned
it licguid again and 1 put it on thio plate. I then did
the pame thipng for the 60 jnk, And that's the hlue
dot that is on the right pide of the plate.
Bpacification Throa
(Page 1327, Line 12 - Page 1123, Line 7)
Q. Mr. Stewark, you Lestiflied that you pertormed the Cests

with [Pmployee- 1] that were done in July and August of
2002; do you romember thabt Lestimony belore?
A W .
. Ard in it your testimony cthat you ocbescved, o1 is Lt
yuur teatimony that you actually conducted the hole
punching and spotting of the chromographiv plale Lhat
oocurred in conpecl lon wirth rheae testa? What 18 your
Feabimony?
obsarved, participated and reviewsd,
And mo it'm your teatimony that you and [Employee-1],
both, you, with all of the experivnue that you have
talked abowut, an well am [Employee-1] who wWad not a
new person, right? She had been thewrw [ur years,
pight , dolng ink amalysis 1n your lab?
A She has been there approximately 15 years.

o

Q. Right. So the two of you together examined

MR. GTRASSBERG: Can we put up Exhibit BlA, pleass?

Q. The two of you Logelher examined thia one-page
document, 1ia bhat right?

A Yeo,

10
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gpecificaticn Four
(Page 3350, Line 17 - Page 3359, Liner 13}

And now that your recollection ip refreshed, am I right
that it wao January 13 ol 2004 when you did the firot
cept that Lovolved ink from the daah?

That'a correct.

Now, 1 assume you've seen the resulto of the tests thal
yon did tor both of these tests, the oue on the 13k
and the one on Lhwe 15th, right?

Tes.

And am I right that you actually ronducted theoe tests,
you personally, as opposed to [Employee-1] ui womeone
alae in your labid

(Emploves-11 aud 1 worked on it the together. same

Eime -

1s this anvther inatance where you worked side by mlde
te do the teoc?

Yag, Wir-

No you remember who placed Lhe ink on the plate or put
the plate in the aolution, or anything like thai?

No. He did ic oide by pide al the same Eime, 8o, 0o, 1
don'ec know.

¥uu don't remerber whether ghe did it or you did ikb,
but you did ic together?

Yem.,

iTitle 18, United States Code, Bection 1623.1)
COUNT TWO
[Falpe Declarationw Before Court)
The Grand Jury furcher charges:

21. The allegationn of paragraphs 1 through 18

are repeatwd and renlleged ao though fully set forth harein.

22. ©On or about February 23, 2004, Peler

Docanovie callsd an ink expert to testify in hie delense at,

trial. Bacanovic's ink expert testified {i) that Lhe ink

vaed to make the *@ 60" wnlry and khe dash at the right-hand

11



end of the line for Apple Computer on the Workoheet wanm a
ascientifically distinguishable ink from chat uped to make
the other entries on the wWorksheet:; and (ii) that teoting
using a denmirnmeter demonabrabed that at least bwo
different pens wers used to creakes Bhe entriea on bEhe
Workeheet other Lhan Lhe *& 60° entry and the daah

23. ©On or about Fuhtud:r 25, 2004, LARRY F.
ETEWART wae called am a wicneas by the prosecutlion Lo lcs
rebuttal caoe to teccify regarding the uee of deneltometers
in ink analyoin. STEWART faloely teotified, in substance
and in part, about the following matter: STEWART testified
that he was familiar with a1 ook propoeal prepared by bwo
employees of the Secret Service's Forenaic Hervices Division
voncerning the use of desnaitomsbry in ink analysis, whsn in
fact, as STEWART wull kiww, STEWART was not familiar with
that book proposal aed liad ool heapd of it before being
confronted with it on the witness sLand.

gtatutory Allegatione

24. On ol about Fehruavy 25, 2004, in the
Southern DiwLriclh of New York, LARRY F. STEWRAT, Fhe
defendant, under u«ul‘.h in a preceeding before a eourt of bBhe
Unlted States, unlia_il'ul'.l.]r, willfully and knowingly did make

a faloe material deflaration, Lo wit, in Lle criminal Lrial

of ynited Gtateo v. ‘Martha Stewart and Pelexr Bacaoowils, 03

12



. M1 (MEC), STEWART gave Fhe Following teatimony, the

pimede 1 i ned r:n'r'rinn.lll af whicrh he helicved Ea bhe l'rl-llll'-l"-rhill!'.lI

Falam: q
Specification One
(Page 4197, Line 3 - Page 419%%, Line @A)

Q. Mr. Htewart, are you familiar with a peraon named
[Enployes=2]7

A Yem, I am.

Q. In fact, is that the [Employee-2] that works ab Lhe
Secret Service?

A Yes, he's our chisf research scientlst.

Q. Ares you Familinr wikth [Employes-3]7

A, Yen, [(Employee-3] worka for me,

Q. He im anakher individial involved with ink analysia at
the BEecret Service?

A Yea, air.

. Are you familiar that chey have pubmitted a propooal

for a book that would talk about one of the chaptera we
talked about
THE COURT: Well, bifuze you Lell what it says, why don't
you ahow it Eo the witneas,
ME. BTRASSBERG: Surae. T wlll, vour Hono:. 1 wae jusl
going to ask him if he wam awarm. He may be aware,
THE COURT: Except that that becomes -- that im, if he io
not aware ol IL, you have already testified about it
ME. STRABSDERG: 1 don't have chio marked. your Honor. I am
happy to mark it fod identifllcation. T don't lobtend Lo
inkrechices ik,
THE COURT: You may ahow It to the witness arsl wee I he e
Familiar with iE,

{Paune)
BY MR. STRASSBERG:
. 1 am going to direct your attention to the fourth page

of Lhis documenl, aind Lhe bheading *C."% Fesl fres bo
loak at the front, if you would like, Mr. EBtewart, and
Chen 1ot me e aek oy gueslion, which e wioply: Are
vou aware that [Bmployee-2]1 and [Employee 41 have
gubmitted a bodk proposal --

THE MOIRT: Waik. &k the wikness look at ik lirat.

MR. STRASSBERG: Sure.

THE {{IRT : BEcalimes e can'k tn.l:il:j.l'-

A. Yoo, I am familiar with thie.

Q. Bu ==

13



ME. STRASSBEROA: Yeur Honor, may T ask bhe cqueation?

THE COURT: What ie the gueotlon?

RY MR. STRASSRERG:

Ot The gueption io: Arc you aware, Mr. Stcwart, that
[Boployee-2] and [Employee-3] have submibied a book
proposal that includes as a chapter a heading of
"Instrumental methods [or determining analytical
teatures thak do not kend Eo change with age" -- this
is a book proposal about ink amalyoio, and that
includes underneath it, In this chapter aboul Lhimgs
that don't affect aging

ME. BURCK: OGbjectlion, your Hoowe. Your Honoe -

MR. STRALGSDERG: -- TLC densitometry.

THE COURT: That ie {just another way of putbing that into
evidence, plesas,

Have you seen the propopal for the chapter?

THE WITHES3: Yesn, [ have.

(Title 18, United States Code, Section 1627 )

i i == il

o - .

RERRR NAYIN N, EELLEY fis
United Statom Atbornoy
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