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For Vaughn, who loves a story




Trust everybody, but cut the cards.


—FINLEY PETER DUNNE
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Prologue


FEBRUARY 15, 1977


Jim Wedick yanked at his collar as he walked across the parking lot toward the Thunderbird Motel, a sprawling Native American–themed lodge in suburban Minneapolis. It was early evening and the sun had long ago plummeted below the tabletop horizon, leaving the temperature hovering just above zero. Still, Wedick was overheating in his blue pin-striped three-piece suit. His heart banged out a punk-rock cadence as he strode alongside Jack Brennan, both of them working hard to look nonchalant. They eyed a massive totem pole, erected for maximum visibility from Interstate 494, then entered the Thunderbird’s spacious lobby, packed with bearskin rugs, peace pipes, tepee-shaped light fixtures.


Once the warmth of the lobby hit them, the agents shrugged off their overcoats and scanned the room. Wedick was vaguely aware of the sweat soaking the armpits of his Brooks Brothers dress shirt, but his suit coat was staying on. He needed as many layers as possible to conceal the Nagra SNST audio recorder lashed to the small of his back. The device was diminutive for the era—five and a half inches long, just under four inches wide, and one inch thick—but was still larger than a pack of cigarettes, and right now it felt like a cinder block. He’d snipped a hole in his pants pocket to accommodate a remote-control unit. This allowed him to inconspicuously flip the recorder on and off, but he’d noticed outside that the setup also allowed cold air into his nether regions.


Wedick, an FBI agent who had just turned twenty-seven, was about to begin his first undercover assignment. Brennan was four years older, but he was also a first-timer in this kind of role. They both understood the stakes: They had traveled from their post in Gary, Indiana, to meet Phillip Kitzer. A high school dropout from Chicago, Kitzer had over the past fifteen years swindled banks, real estate developers, entrepreneurs, and everyday investors out of countless millions of dollars. The agents had come to see if they might crack open a window into his activities.


The odds looked steep. Their informant had told them that Kitzer possessed a preternatural ability to read people. Wedick and Brennan had already learned firsthand how slippery he could be, but they were young and ambitious and maybe a little naïve, and had lobbied hard for permission to fly to Minneapolis to take a shot. Their bosses had agreed reluctantly. Neither Brennan nor Wedick had received any training in undercover work—the FBI had only recently begun to offer such instruction. And they were using their real names. Nonetheless, they had on their own concocted an elaborate cover story about being young con men in training. Wedick had gone as far as creating a phony shell corporation.


After circling the lobby, they spotted a sign that read, “Cocktail fantasies in the intimate atmosphere of our exclusive Pow-Wow Cocktail Lounge.” That was the meeting place. They took a few tentative steps inside the Pow-Wow Lounge and scanned the room. It was mostly empty—no surprise for a Tuesday night. One couple lingered over drinks at a corner table. And there was a gentleman in a suit and tie, sitting alone at a long wooden bar that swooped gently into the shape of a question mark. Kitzer was perched atop one of the barstools, which were designed to look like tom-tom drums on tepee legs. He sat with his back to the bar, facing the door. He was obviously waiting for them. He puffed on a Pall Mall through a white plastic filter as they approached.


The FBI agents crossed the carpeted room. Wedick sucked in a breath and produced an enthusiastic grin, willing himself to feel as if it were the most natural thing in the world for him to be there. He stuck out his hand. “Hi, I’m Jim.”


Kitzer’s expression was cast iron as he appraised them, first one, then the other. “Christ,” he said. “You guys look like a couple of feds.”




Part I


THE CHASE




The indian was standing with the rifle across his shoulders, his hands hanging over it. You come out you walk towards the moon, he said.


What if it aint up yet?


The indian spat. You think I’d tell you to walk towards a moon that wasnt there?




—Cormac McCarthy, The Crossing
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How to Steal a Bank


JULY 1976


Heading out to dinner on a summer Saturday night, Byron and Emma Haines-Prescott (not their real names) couldn’t have expected much. Byron, a British banker, was meeting two Americans who had arrived at his door two days earlier to discuss acquiring his small twelve-year-old bank, Seven Oak Finance, Ltd.


Haines-Prescott had put his bank (which was more of a depository, really) up for sale more than a year before, attracting a parade of big shots who had rolled into London ready to cut a sweetheart deal. But he wasn’t about to give it away. Haines-Prescott was only thirty-six, so maybe the sharks expected to take advantage of his youth, or perhaps word had gotten out that he was flailing financially. Regardless, his latest suitor, Phillip Kitzer, could easily have been just one more in the parade of empty suits with hollow offers.


But Kitzer’s arrival at Seven Oak had made an impression. At forty-three, he was wiry but dashing in his tailored suit, light blazing behind the eyes, brown hair parted on the left and swept back. Although his head looked slightly too large for his body, he had a narrow, creased face, a smile that revealed deep dimples, and the prominent chin of an early Hollywood star; he emanated a kind of effortless charisma unique to successful people. He’d arrived with a business partner, Paul Chovanec, who looked a decade younger. Chovanec had dark hair and black horn-rimmed glasses and was taller and heavier, but he was clearly second-in-command. Kitzer had talked up his background, then invited Byron and Emma for a follow-up meal at a swank London restaurant.


As they settled in at their table, Kitzer was funny and charming with Emma. He described a stratospherically successful career. He had already owned an assortment of banks and insurance companies, and had traveled the world brokering loans for the United Nations. He had global contacts across the uppermost strata of finance. All of that endeared him to the couple—but what happened after dessert made even more of an impression. Chovanec pulled Haines-Prescott aside and handed him an envelope.


“Here, this is for your time,” Chovanec said. “We want to talk. We’re serious.”


Haines-Prescott opened it. Inside was $5,000 in cash.


The negotiations for Seven Oak began the following week. Kitzer and Chovanec showed up at the bank daily, riding the Tube thirty-five minutes to the suburbs from London’s Brittanica Hotel. Sitting in the office with Byron and Emma, they pored over financial statements and lists of depositors.


As he grew more comfortable with the Americans, Haines-Prescott revealed the details of his situation. The rumors of his struggles were true: The bank was a smoking crater. Just a couple of months earlier, Seven Oak had promised readers of the Illustrated London News a return of 14 percent on deposits. “If you have a minimum of £500 that you wish to invest safely and profitably, then send off the coupon below.” But Haines-Prescott had siphoned out £175,000—about $300,000—in deposits to fund a business called Cidco. He’d used his accounting background to conceal this shortfall by preparing a false first-quarter report. He’d then sent the document to an accountant whom he’d paid to certify the fabricated figures before he submitted them to the U.K.’s Board of Trade. Exactly how long Haines-Prescott could shield this financial sand castle from the oncoming tides of government oversight was unclear. Beyond the £175,000, Seven Oak was £7,000 in the red to two banks with which it had relationships.


Haines-Prescott was relieved to find that Kitzer wasn’t put off by this. Kitzer assured him that none of that was any problem—in fact, he could help the Brit put his house back in order.


As the summer wound down, they reached the crux of the negotiation: how much Kitzer and Chovanec would pay. Haines-Prescott wanted, at the bare minimum, £175,000—so he could erase his debt, file a truthful statement with the Board of Trade, and walk away clear. But Kitzer took a tough stance.


“If you think that anybody is going to buy this bank and put a hundred and seventy-five thousand pounds into it [in] cash, you are badly mistaken,” he said. “That will never, never happen. That’s one of the reasons you haven’t sold the bank. You’d better come up with a better idea.”


“Phil, we can work it out,” Haines-Prescott replied. “It doesn’t have to be cash. We can come up with something.” By then he’d invested about six weeks in the Americans, and he felt pressured to file his late second-quarter paperwork with the government.


Kitzer then furnished a better idea. He and Chovanec would provide a letter indicating that Sterling and Company, Chovanec’s Milwaukee-based corporation, would transfer about £175,000 to cover the bank’s debts—Haines-Prescott would never touch the money, but he would walk away assured he was in the clear. As a bonus, the Americans would pay him £50,000 in cash.


Haines-Prescott agreed to that offer. When he wrote up a preliminary agreement on September 14, he asked whom to put down as the purchaser.


“Make it 219 Dearborn Corp.,” Kitzer said.


Chovanec looked over and lifted his eyebrows inquisitively: Who? Kitzer smiled and said he would explain later.


Naturally, Haines-Prescott wanted assurances that Kitzer and Chovanec would honor the deal, and in the next few days he spelled out his demands. First, he wanted a notarized letter from Sterling and Company confirming that it was holding $300,000 on behalf of Seven Oak. Haines-Prescott also required further references—banks that could assure him that Sterling had sufficient assets or that would back the company up with their own funds. And he wanted a notarized letter providing assurance that Chovanec could authorize such transactions for Sterling.


Haines-Prescott wrote out what he wanted, then stood there while Kitzer dictated it to Chovanec, who had flown back to Milwaukee.




Dear Sirs,


We hereby confirm that we are holding the sum of U.S. $300,000 on behalf of Seven Oak Finance, Ltd. of Priory Buildings, Churchill, Orpington, Kent, England. The authorized signatory being Phillip K. Kitzer.


Yours faithfully, for and on behalf of Sterling and Company, N/A,


P. Chovanec, President




Kitzer had suggested using his name because he’d stayed in England and could therefore sign in person. The letter came back bearing a stamp: “Signature guaranteed by Midland National Bank, Milwaukee, Wisconsin.”


Chovanec provided a list of references on Sterling letterhead. A letter from William Kelly at North Ridge Bank highlighted his bank’s solid relationship with Sterling and explained that Sterling had maintained $300,000 in deposits at various times during the previous year. A second bank reported that Sterling had authorized six-figure transactions in recent months.


Just before five in the afternoon London time, Haines-Prescott dialed one of Chovanec’s references. Roger Lewis, the executive vice president of St. Francis Savings and Loan Association, in Wisconsin, confirmed that he knew Chovanec and that Sterling maintained an account holding hundreds of thousands of dollars.


Haines-Prescott jotted, “Yes, six figures. We have had a good relationship with them.” Then he hung up.


“Okay, now the second one,” Kitzer said.


“No, that’s it,” Haines-Prescott said. “I don’t have to go any further. I got it from one, I imagine I will get it from them all.”


Kitzer pressed, but Haines-Prescott waved him off.


“Phil, this is fine, this is exactly what I need,” he said. “Let’s close the deal.”


On September 30, Haines-Prescott made out a deposit slip for £175,000, and Kitzer handed him two bills of exchange—the British version of a personal check—to cover the bonus. They were postdated because, Kitzer had explained, he needed to spread out the payments.


Kitzer signed various pages of paperwork, and Haines-Prescott assigned him and Chovanec his stock in Seven Oak—all one hundred thousand shares. They shook hands, and having spent a productive couple of months in England, Kitzer headed home.


Haines-Prescott hoped to move quickly to clean up his accounting mess. There was one problem: The transfer of the £175,000 didn’t happen. A few days passed, then a week, and the Americans assured Haines-Prescott that the transaction was imminent.


But after ten days, the Brit received notice that the bank responsible for wiring the funds had declined payment for insufficient funds. Squelching his rising panic, Haines-Prescott tried to call Kitzer and couldn’t reach him. But he contacted Chovanec, who said that the declined payment was a mix-up that he would soon straighten out.


When he still hadn’t received the money by October 17—two and a half weeks after the deal closed—Haines-Prescott must have suspected that he’d been scammed. He figured he’d strike back while he still had some leverage: He wired Kitzer a message saying he planned to notify Seven Oak depositors that their money was in jeopardy. He would trigger a run on the bank.


But Haines-Prescott had initiated a chess match, and his first move was a stumble: October 17 was a Sunday. The bank was closed. This gave Kitzer time to send notice back to England that he had fired Haines-Prescott; his wife, Emma; and the entire board of directors, effective immediately—thereby eliminating their ability to communicate with the bank’s customers. Seven Oak’s four employees would receive this directive when they arrived at work on Monday.


Haines-Prescott studied the deal he’d signed, turning to the guarantee he had received from Midland National Bank. He would soon find that the stamp didn’t match Midland’s corporate seal—that, in fact, it was a counterfeit created by a stamp maker Chovanec had hired.


Then there was the document’s wording: “Signature guaranteed by Midland National Bank, Milwaukee, Wisconsin.” A careful reading revealed a hidden catch. The letter didn’t mean that Midland guaranteed the $300,000. All it said was that the bank guaranteed Kitzer’s signature.


Haines-Prescott might have taken comfort from the $50,000 Kitzer had given him. The bills of exchange were each for $25,000 and were postdated for three and six months after the sale date—but in light of events, Haines-Prescott decided to try cashing them. Kitzer had built in a trapdoor there, too. After acquiring Seven Oak, Kitzer had sent a telex instructing the staff to place a stop payment on any checks or bills of exchange from any past bank officers or directors “until a determination can be made if in fact they were issued for the personal benefit of past officers and directors.”


Haines-Prescott realized, to his horror, that he had even inadvertently helped Kitzer cover his tracks. He had written the terms of the deal. If he dragged Kitzer and Chovanec into court, they could simply show Haines-Prescott’s notes: See? We gave him exactly what he asked for. Except, of course, for the money—and in that setting, Kitzer could simply draw attention to Haines-Prescott’s accounting improprieties.


Haines-Prescott ultimately figured that was worth the risk, because on October 18 he played his final move. He met with Kenneth Guilbert, a detective inspector in the fraud department of Scotland Yard, handed over the sale documents, and explained how two Americans had stolen his bank.
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The Informant


OCTOBER 18, 1976


It was midafternoon on a typically chilly autumn day in Chicago when the phone rang in Norman Howard’s pizza shop. Howard, in his early fifties, was a sturdy, soft-spoken black man with a fringe of gray hair. When he lifted the receiver, he was surprised to hear his old friend Phil Kitzer’s voice. During the 1960s and early ’70s, they had engineered many financial frauds together, but they hadn’t spoken for more than a year.


As a young man in 1954, Howard had joined the police force in his native Chicago. He began selling insurance policies while walking his beat and discovered that it perfectly suited his disarming eloquence. He was struck by how easy it was to convince people to pull out their checkbooks. Howard resigned in 1960, after finding that enforcing the law didn’t provide the same thrills—or income—as breaking it. He quickly advanced from writing bad policies to running high-risk auto insurance companies in order to systematically fleece them of cash. He later graduated to sophisticated schemes involving phony financial guarantees, performance bonds, and other kinds of securities, sometimes working with organized crime. Several arrests barely slowed him down, prompting the Illinois Department of Insurance to warn the industry that Howard’s “history of fraud and flimflam is uncontested.”


Which was exactly why Kitzer was calling. He said he’d just returned from acquiring a bank in England called Seven Oak and wanted to talk deals. “This is the perfect vehicle,” he said. “I can do anything I want with this vehicle.”


Howard said he would come by for a visit and hung up. In the past, he would have reflexively risen to this shiny lure, knowing that working with Kitzer meant easy money. But at that moment, he saw a different kind of opportunity. He picked up the receiver again and dialed Jack Brennan, an FBI agent in nearby Gary, Indiana.


Brennan and Howard also had a productive business relationship, though theirs was of a far different kind. Brennan had collared Howard the previous year for writing illegal bail bonds, and because of his extensive criminal history, Howard faced as many as forty-five years in prison. Desperate for lenience, Howard eagerly offered Brennan his services as a tour guide through the underworld. After cutting a deal with the government, the informant shared tales of corruptible Swiss banks, Mexican presidential candidates unwittingly investing in bogus $100 million letters of credit, and huge labor unions run by mobsters. Some of the most riveting stories were about a group of high-finance con men—Howard called them “promoters”—who worked in tandem to pull off intricate capers, one of which had recently cost the City of Los Angeles almost $1 million. Brennan’s background was in finance, so he was intrigued.


Brennan sent leads to other FBI offices around the country and flew with Howard to the West Coast, where the informant secretly recorded conversations with suspects. The FBI paid scant attention to white-collar crime, but Brennan realized that if Howard’s stories were true, the bureau was missing out. The promoters were stealing far more than any bank robber ever could.


When Howard phoned on October 18, Brennan was entangled in a long and complicated trial and didn’t have time to talk. But when the agent managed to call back, Howard sounded excited, and Brennan stopped what he was doing to focus on what Norman had to say.


You want to go after those promoters I was telling you about? Howard asked.


Brennan did.


Well, then, Howard breathed into the phone, I can give you the top guy.


At thirty years old, Brennan was already an established star in the FBI’s Gary office, having recently quarterbacked several high-profile investigations. He stood out not just for his youth and size—six feet tall and burly enough to have played on the offensive line in junior college football—but also for his speaking style and comportment. Unlike the stereotypical agent, who employed bluster and threats, Brennan spoke gently and with a lilting southern inflection. He had sandy hair, striking pale blue eyes, and an enormous smile that came easily and stretched the length of his round face. For all his capabilities and intelligence, he would never be chosen to play the tough guy. When it came time to convince people to talk—and much of an agent’s job was developing informants—Brennan attacked them with charm and empathy. “C’mon, let’s just chat,” he would say. Then he would sit quietly, laughing easily or levering his expressive eyebrows downward into looks of avuncular concern. For Brennan, listening came effortlessly.


His retiring demeanor was particularly striking considering the way the bureau was intertwined with his DNA. In 1908, his great-grandfather Edward Brennan was one of the first eight men hired to what was then the Bureau of Investigation. Edward ran some of the FBI’s biggest and busiest offices, in New York, Chicago, and St. Louis, and pioneered the agency’s system of linking suspects to crime scenes by matching fingerprints. In 1921, he organized a training program for new agents, and one of the greenhorns was his son John, who went by Jack and who had joined the FBI at the age of nineteen, over his father’s protestations. Jack became one of the bureau’s first firearms instructors and had a knack for turning up wherever the action was. When J. Edgar Hoover and Clyde Tolson descended on Chicago to take down the Roger Touhy gang, Jack killed two gangsters in a shootout. He also helped capture Pretty Boy Floyd and participated in some of the most sensational kidnapping cases of the era.


He retired in 1950 just as his son, Edward, joined the bureau—maintaining the family tradition of ignoring his father’s admonitions to seek a safer, stabler life. The FBI moved Edward and his family from Philadelphia to Mobile, Alabama, during the fifties, launching him headlong into the carnage of the civil rights movement. His elder son, Jack, was in the fourth grade when the family relocated, so he heard about the lynchings, shootings, and bombings. “When a civil rights worker was killed,” Jack said, “he would go for three or four months at a time.”


Seeing a certain inevitability in the family’s fealty to the bureau, Edward took the novel approach of not trying to preemptively discourage Jack and his younger son, Scott, from joining. It almost worked. Jack finished his secondary schooling at Murphy High School, where his stellar academic and athletic performance—he was a guard on Murphy’s football team, which played for a state championship—earned him a nomination to the U.S. Naval Academy. But Jack possessed a sunny, freewheeling disposition, and the last thing he wanted was years of predawn bugle reveilles.


He enrolled at Auburn and gravitated toward mathematics and the computer lab, where researchers were doing trajectory work on the Apollo moon mission. He was the kind of kid who had begun purchasing inexpensive stocks in high school to try to make money, so at Auburn he and a fraternity brother pooled their funds and started trading commodities on a highly volatile mercantile exchange. They had enough success with cattle futures that, after graduation, his broker landed him a job at Lind-Waldock, a huge commodities-trading firm. He moved to Sandusky, Ohio, traded frozen pork bellies during the week with other people’s money, and on weekends flew south to see his girlfriend, Becky Heldreth, at Auburn. In his early twenties, he was making four times more money than anyone back home. He woke early, worked like a demon, then retired to a golf course and bars. “My philosophy was that money was just a tool to do what you wanted to do,” Brennan said.


But he was also aware, in the recesses of his limbic brain, that he was hurtling toward a spectacular early-life flameout. “It was high stress,” he said. “Not healthy.”


He and Becky married in 1970, and he bailed on commodities. They were in Atlanta and he was working in Texaco’s tax and property division when, one day, his father called, and Jack’s particular genetic mutation blinkered to life. His father explained that the bureau required each agent to recruit three people annually. And so the man who’d joined the FBI against his father’s wishes induced his largely uninterested son to do the same. Jack wasn’t committing to anything, so he was happy to help his father by applying. But a few months later, a letter arrived saying that J. Edgar Hoover wanted to offer him a job.


After talking it over with Becky, Jack decided to give it a try. He entered the FBI Academy and was soon helping senior agents work kidnappings and extortion cases and bank robberies. “I learned that there are whole worlds out there that we know nothing about,” he said.


In 1972, the bureau assigned him to New Orleans, where, working alongside an agent who specialized in tracking fugitives, the former commodities trader learned how to talk to people on the street, to develop informants. He forged a rapport with a Chicago mafioso who explained to him about organized crime, which became useful when, after a year, the FBI transferred him to Gary.


His successes in his new post came in rapid succession. His mob contact helped him snuff out a home-invasion ring, as well as a band of thugs who were stealing truckloads of televisions from Chicago and selling them out of eighteen-wheelers in Gary. He was working on a case involving massive fraud against the federal government by the bishop of a large church when he met Norman Howard.


The name Phillip Kitzer sounded familiar, but it wasn’t until the morning after he talked to Howard that Brennan connected the dots. By coincidence, the Wall Street Journal published a story that day under the headline “Uncollectible Drafts on West Indian Bank Flood U.S. and Total Millions of Dollars.” The article focused on Mercantile Bank & Trust Co., an institution run out of a one-room office in Kingstown, St. Vincent, in the British West Indies. The bank had issued tens of millions of dollars’ worth of uncollectible cashier’s checks, certificates of deposit, and letters of credit. Bankers were honoring them partly out of confusion: Mercantile’s name was virtually identical to that of Mercantile National Bank, a long-established Chicago-based financial institution. The story mentioned that Kitzer was an officer.


Brennan remembered where he’d heard Kitzer’s name before. The FBI occasionally flew groups of agents from all over the country to Quantico for in-service classes. One instructor asked each person to outline an interesting case he was working on. Allen Ezell, from Charlotte, told of a young North Carolina couple, Bobby and Susanna Duckworth, who had sought a half-million-dollar loan to purchase a motel, the Summer Wind Motor Inn, in Myrtle Beach. Lacking any real collateral, they’d struggled to find funding.


Eventually the couple spotted an ad in a Charlotte newspaper: A broker named Arthur Norman Murley offered to help secure loans through Mercantile Bank. Murley explained that Mercantile itself wouldn’t provide the money; instead, it would furnish collateral against which their local bank would lend the half million. All he required was a fully refundable $19,500 fee.


This sounded reasonable enough. The Duckworths signed a mound of paperwork, and on January 26, 1976, Mercantile notified Southern National Bank in Charlotte that it was holding a $500,000 letter of credit on the couple’s behalf.


The letter of credit was to serve as a kind of safety net. In this case, if the Duckworths defaulted on their half-million-dollar loan, Mercantile would pay Southern back on the couple’s behalf.


Still, everything had to check out. Southern’s bankers requested further documentation—specifically, they wanted proof that there really was $500,000 set aside in Mercantile’s coffers. These inquiries went nowhere, however, and Southern rejected the Duckworths’ application. When the couple, in turn, asked for their $19,500 back, their calls went unreturned.


The Duckworths contacted the FBI, and Ezell pursued Mercantile, learning what later appeared in the Wall Street Journal: The bank seemed to have virtually no assets, much less half a million dollars, but had charged people around the world for certificates of deposit and letters of credit in deals just like the Duckworths’.


Grasping the intricacies of Mercantile’s fraudulent operation was one thing. Arresting and convicting Kitzer and his crew was exponentially harder. Mercantile left no trail to follow, and Kitzer operated in a way that spanned various borders, so that any prosecution would require cooperation among law enforcement from different states and countries. Everyone suggested to Ezell that the phony bank was someone else’s problem: the Securities and Exchange Commission’s, the British Crown’s, Interpol’s. Even worse: St. Vincent had no bank regulations, and therefore Mercantile had to file virtually no reports on what it was doing.


Ezell eventually gathered enough evidence to haul Kitzer into Charlotte in August to testify before a grand jury. The agent approached Kitzer in the courthouse and said he was seeking an indictment for mail and securities fraud and interstate racketeering. Kitzer’s lawyer, Frank Oliver, advised him to invoke his Fifth Amendment right against self-incrimination. With no one testifying to the workings of Kitzer’s criminal operation, Ezell couldn’t counter the argument that the bank was legitimately chartered and that the Duckworth situation involved a bank loan that simply hadn’t worked out.


This was a problem. Ezell and the federal prosecutors had to convince a jury that Kitzer had intended to defraud the Duckworths and Southern. It was easy to surmise but hard to prove. Without any informants, Ezell could do nothing but watch Kitzer walk away.


Thinking over the challenges Ezell had faced, Brennan saw that he would have to try a different strategy—and Howard’s cooperation presented one. But Brennan was juggling two complicated trials. He needed help.


Brennan thought about his colleagues in Gary. Some of them wouldn’t understand what Kitzer was up to, and even more of them wouldn’t care. It didn’t sound like a bureau case. Besides, a majority of the office’s twenty-five agents were busy just trying to survive. Gary had been home to the nation’s highest per capita murder rate for several years running, and the lakeshore had become the Chicago mob’s preferred repository for dead bodies. Agents there were prone to burnout. And the FBI had recently rescinded a policy that allowed them to request their office of preference after five years in one city, so everyone was now marooned there, including a few agents who were only months away from a transfer. The sole ambition for some was to make it to five o’clock so they could go drink in peace. When Brennan arrived, young and hungry, and wanted to pursue promising but risky cases, veteran agents discouraged him.


To take on Kitzer, Brennan needed someone willing to swim upstream against the culture of resignation—not to mention the bureau’s own resistance to these kinds of cases. He could think of only one guy, the agent everyone called J.J.


James J. Wedick Jr. was, by all appearances, the yang to Brennan’s yin. He was pure kinetic energy, a vivacious, speed-talking New Yorker who seemed to enjoy the steady adrenaline jag Gary delivered. But like Brennan, he was smart and ambitious and a hard worker.


Brennan found him near the coffee machine. He explained the case—how exciting it could be, how Howard was a stick of dynamite but a guy who knew plenty about the underworld, how this would be something new and challenging and potentially big.


Wedick stirred five or six spoonfuls of sugar into a cup of coffee as he listened. When Brennan was finished, he shook his head. “Not interested,” he said. “Really. Sorry, Jack, but no way.”
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You Owe Me Fifty Bucks


OCTOBER 19, 1976


Unlike almost everyone else in the Gary office, J.J. Wedick was doing exactly what he wanted. He was twenty-six, single, and working sixteen-hour days chasing fugitives and bank robbers. He was six foot two and thin as turpentine, and had dark brown hair parted on the side and a full mustache curling around his mouth. What Brennan was proposing—pursuing a guy in a suit slinging fraudulent securities on a case that could take years—did nothing for him. (In fact, it triggered memories of his days studying accounting at Fordham University—a chapter of his proximate past he was happy to have left behind.)


He’d grown up Irish Catholic in a middle-class neighborhood in the Bronx, the second of four kids. The entire family was wedged into a two-bedroom apartment—Jim packed into a room with his older sister and younger brother. His father, James Sr., was stern and intense—a fire department battalion chief who before he gave them up smoked three packs of Camels a day. “He didn’t fool around,” Wedick said. “He didn’t want a lot of nonsense with kids not doing their schoolwork.”


Young Jim was chatty and energetic, an extrovert who frequently hung around the neighborhood playground. He naturally absorbed the colorful patois of the streets, the accents, and with his enthusiasm and excitability, he made friends effortlessly. An indifferent student, he wanted to help people and craved thrills—even as his father pressed him to think about how he could get ahead in life. A typical father-son chat entailed the elder Wedick lecturing his offspring on how a good employee showed up on time and outworked everyone else. When Jim was old enough to get a job, his father said, he should always take a rag and wipe down surfaces when heading out on his breaks. “Don’t just lallygag to lunch,” Jim Sr. advised.


After ruling out the Secret Service (too much standing around), investigative journalism (too much writing), and the CIA (too much travel), young Jim settled on the FBI. At age fourteen, after his family had moved to a more spacious home in Staten Island, he wrote to the bureau asking about careers. One day he stood in the kitchen as his parents chastised him about his grades. The phone rang. “This guy says he’s with the FBI and he wants to talk to you,” his father said. “What’s this about?”


Jim took the phone, and a recruiter explained that he’d received Wedick’s letter and wanted him to come in for an interview. Jim eventually managed to interject that he had only just started high school.


Even without his father’s admonitions, he naturally gravitated toward responsibility. He embraced the role of altar boy at St. Helena’s Church, soaking up the Latin, relishing the precision and repetitions of the ceremony. When, at age sixteen, he was working as a counselor at Camp Notre Dame in New Hampshire, the head counselor suddenly departed in midsummer, and Jim was next in line. He happily blew a whistle in the mess hall and began making announcements about how he was going to run the place.


To help pay for his college classes, Wedick decided to become a New York City lifeguard; the competition for the position, a lucrative union job, was, however, quite intense. He’d never thought much about swimming and would be going up against teenagers who had competed on swim teams for years. Several times a week, he took a ferry and a subway to get to the East Fifty-fourth Street pool in Manhattan, where he swam laps until he nearly sank from exhaustion. He landed the job and learned a life lesson. “I had this work ethic,” he later recalled. From that point on, he said, “I’m for doing everything to the maximum. I don’t know halfway.”


In 1969, after graduating from high school, he enrolled in an accounting program at Fordham because he’d heard that J. Edgar Hoover mostly hired lawyers and accountants, and he figured he’d start with the latter. Between classes one day, he spotted a flyer with an FBI logo on it: The bureau was seeking part-time office help. This was a possible entry point. I could get in there, he thought, and then I’ll be golden.


For the next few years, he juggled a slate of classes and jobs as a lifeguard and an FBI clerk. He sometimes worked seven days a week, napping during two-hour subway rides between Manhattan, Coney Island, and Staten Island, often waking up three stations past his stop. But he was on his way. He eventually became a driver for John F. Malone, an assistant director of the FBI’s New York office, and during their trips Malone regaled him with stories of bank robberies and plane hijackings.


The fantasy nearly fizzled. During Wedick’s senior year at Fordham, the bureau offered him a full-time job as a special-agent accountant. He wasn’t interested in forensic analyses of financial ledgers, but everyone leaned on him. One bureaucrat in a three-piece suit told him, “Jim, if you don’t do this, you’re not gonna be in the FBI.” Even Malone pushed him to accept it.


He gambled and refused the job, and the FBI instead offered him a spot in its next class of trainees. He enrolled at Quantico in 1973 at twenty-three, the youngest member of his class. The other recruits nicknamed him Bronx. His counselor, Al Whitaker, was a lifer from Gary, Indiana, and he told the recruits riveting tales about the pursuit of Baby Face Nelson and John Dillinger. By the time they graduated, three months later, the whole class knew that Bronx wanted to go to Gary.


This was a source of hilarity among recruits who knew the city’s reputation as a Rust Belt pothole. Anyway, the FBI didn’t send anyone where he wanted to go. The joke was that the bureau handed a monkey a dart bearing a recruit’s name and pointed at a map on the wall. But when his orders came in May 1973, Wedick’s destination read Indianapolis. Gary was one of Indianapolis’s resident offices. And fifteen months after Wedick arrived, Special Agent in Charge James Martin called him into his office. “Jimmy, I’m very sorry,” he said, “but I’m sending you to Gary.” The FBI normally assigned Gary to agents only after they’d accrued significant experience elsewhere, because it was so dangerous. But Martin had no one else to send.


Wedick thanked Martin and cleaned out his desk. When he arrived in Gary, he said, “downtown was all burned down.” The office had bullet holes in it, and people were being murdered in the park across the street. One of his new colleagues advised Wedick that when he walked out to his car late at night, he shouldn’t keep his gun in a holster. Instead, he should wear a raincoat and slip his snub-nosed .357 into a pocket where it would be easy to grab. Wedick thanked him.


This is perfect, he thought.


During his first week, he took a case involving a ring of thieves stealing tractor-trailer trucks loaded with steel. He cultivated a local thug named Tom as an informant. There was one problem: Tom feared that mobsters would sniff out that he was a snitch. To deflect suspicion, Wedick staged a scene at two in the morning in which he walked into an underworld bar and said he was looking for Tom. Of course, Tom was sitting right there, and Wedick left after staring right at him—making it clear that he had no idea who Tom was.


The next day, Tom drove Wedick along the shores of Lake Michigan, into a warren of warehouses and junkyards and eerie incinerator silos. It was like a set for a dystopian movie. Tom stopped at a massive chop shop—a place where stolen trucks were cut apart with acetylene torches and their pieces sold off. Five rigs carrying massive steel coils were parked there. The thieves had targeted those trucks so they could melt down the steel and resell it. Together, the trucks and steel were worth more than $2.5 million.


The find established Wedick as an ambitious upstart, someone who wasn’t about to wait his turn to claim center stage. He was intense and cocky, talked like a New Yorker, and grew a lush mid-seventies mustache that made him look a few years older. A single guy who could function on little sleep, he hurled himself into his cases, hounding after every detail so obsessively that he would skip lunch, then dinner, then wonder why he felt light-headed at ten o’clock. He nicknamed his desk “the vortex.”


His unbridled chutzpah sometimes led to trouble. He once went out looking for a fugitive alone—a rookie mistake—and, during an ensuing foot chase, fell through ice into a pond. He hoisted himself out by grabbing an overhanging tree branch. On another occasion, as Wedick walked to his car in the small hours of the morning, he watched a vehicle pass slowly. They’re coming back, he thought. Sure enough, the car circled around and stopped in front of him, and the two occupants got out and demanded his wallet. Wedick had already pulled his gun. The would-be muggers lunged back into the vehicle and squealed away.


Some agents viewed his near-ecstatic fervor as an affront. “There was an element of ‘Who do you think you are, kid? You’re going to blow the pecking order out of the water,’ ” he recalled.


He notched so many arrests in bank robbery and fugitive cases that the bureau assigned him a new 1976 Ford Thunderbird that year, passing over older colleagues.


But for Wedick, the office was more than an outlet for his fanatical work habits. His family was almost eight hundred miles away, so he created a surrogate version by harnessing his natural ability to connect with people. A relentless extrovert, he bought an office coffeemaker to create a water-cooler type of gathering point. He organized the office Christmas party, collecting money and putting up decorations, even holding it in his apartment complex one year. He bantered with everyone, greeting and chatting up the office janitor and the concession-stand guy as if they were pals from back on the Bronx playgrounds.


Wedick cast a wide social net. He befriended federal prosecutors and clerks and cops in Hammond, one town over. He wasn’t just young and therefore invincible; he was also an FBI agent and thus even more invincible. Wedick shared a three-bedroom apartment with Kim Jordan, who was also in his twenties and the federal court chief judge’s law clerk, and the scene was like his family’s overflowing Bronx apartment. A rotating cast of visitors and friends occupied the third room, including Hammond Times reporter Bob O’Hearn, who wrote extensively about the FBI in Gary—in particular, Wedick’s arrests. Wedick dubbed this extended circle “the Federalies.” Sometimes he rallied the troops for happy hour drinks, and other times Wedick, who liked to exercise, persuaded everyone to go to Omni 41, a local health club.


Wedick was, as he put it, “happy as dirt”—and right where he wanted to be.


All of this made Brennan’s Kitzer pitch sound distinctly unappealing. The only reason Wedick paused to consider it was Brennan himself. During his first assignment, in Indianapolis, Wedick had pulled overnight shifts in which his job was to sort incoming teletypes. He’d noticed Brennan’s name on many of the big cases coming out of Gary, and when he was assigned there in August 1974, he watched how Brennan operated.


Brennan clearly knew a promising case—which was part of what made Wedick leery. If this one was so great, why wouldn’t Jack work it himself—or keep it in reserve for a slow stretch, as many agents did? Wedick thought he knew the answer: It sounded like a meat grinder. Whoever took the case would likely find themselves endlessly conducting and transcribing interviews, reviewing financial records, applying for subpoenas—typical white-collar-crime sausage-making tedium.


But Brennan had a way of working people. He hid a bullish persistence under a kind of southern-gentleman act that was so disarming, you somehow ended up agreeing to do whatever he wanted. He continued to hector Wedick. “It’ll just be one case,” he said. “Norman Howard is a great informant who knows a lot, and you’d love working with him.”


He tried another tack: appealing to Wedick’s ego. So J.J. could handle the toughest cases? This guy Kitzer will be far more challenging than any nitwit bank robbers.


Wedick said he would think it over.


As Wedick pondered Brennan’s proposition that night, he began to look at the Kitzer case differently. Allen Ezell had already tried the conventional route to nail Kitzer, and so far it hadn’t worked.


They needed a new strategy, and the most obvious one Wedick could think of was also one that held serious appeal for him: They might need to work undercover.


The FBI had long avoided such operations, but lately it had begun to take a few tentative steps in that direction. Back in Indianapolis, Wedick had chatted up Dean Naum, the first agent there to take the bureau’s bare-bones training class for undercover work. Naum wore street clothes instead of a standard-issue suit and walked with a swagger. Wedick had sought him out. “Dean, I’d like to work undercover stuff,” he’d said.


Naum had waved him off. “Not ever in your dreams, kid.”


But after arriving in Gary, Wedick openly campaigned for undercover training. In May 1976, his boss, Orville Watts, wrote a memo to headquarters outlining Wedick’s “intense desire to attend a school associated with bureau undercover work, including the schooling in driving a tractor-trailer rig. SA Wedick’s interest in such a school, desire to work in an undercover capacity, ability to meet and converse with people even under the most unusual or trying circumstances, age and physical appearance would all be an asset.” Wedick had requested the truck-driving school thinking he could use that to infiltrate organized-crime theft rings.


Indianapolis already had Naum and another agent in place for undercover jobs, and the FBI’s program was still in its infancy. The training was in high demand, and Wedick, who was young, probably wasn’t going to be chosen for at least another year.


Maybe, he thought, the Kitzer case was a chance to jump to the front of the line. Which made it far more appealing than it had sounded at first.


There was one problem: Wedick knew that if he took the case, Brennan was likely to want to join in as soon as he was free from his current trials. Brennan had a way of reaching into cases in which he was peripherally involved if he thought they weren’t moving quickly enough, or when he was suddenly freed up from other commitments. There was a paradoxical impulsiveness to his easygoing personality. Back home, when Brennan’s four-legged console television set broke, he didn’t bother reading the manual. He just took it apart with Becky standing by asking if he knew what he was doing and making sure he’d at least remembered to unplug the thing. Somehow he always managed to make it work—but Wedick didn’t subscribe to this kind of seat-of-the-pants, often impulsive way of doing things. He had no interest in taking the Kitzer case only to have Brennan later insert himself and start tinkering. Brennan would have an obvious motivation to do so: He had opened the case, and he stood to get credit for any result. But to Wedick, the thought of both of them grappling for the reins of the case was distinctly unappealing.


Driving to work, Wedick thought up a solution, and when he arrived at the office, he tracked Brennan down. “Look, I’ll do this, Jack, but I want no interference from you,” Wedick said. “If you stick your hands into this, I’ll prepare the memo to close this case faster than you can blink your eyes.”


Brennan agreed without hesitation. He knew Wedick would work it hard, and he didn’t want the opportunity to disappear.


Within hours, Wedick was sitting with Norman Howard, going over the way Kitzer operated. They agreed that they should strike quickly, while Kitzer was reaching out, and they invented a story they could use to lure him in.


Howard called Kitzer afterward and explained that a buddy of his had a brother, Nick Carbone, who owned a restaurant in South Bend, Indiana. Carbone had made some poor decisions that had created financial trouble, and his bank, St. Joseph, had balked at his $50,000 loan application. The bankers had indicated that Carbone lacked adequate collateral. Howard told Kitzer that Carbone would make an excellent prospect for a $50,000 Seven Oak Finance letter of credit, which Carbone could use to improve his bottom line.


Howard, of course, knew that Seven Oak didn’t have $50,000. Kitzer was in the business of taking money, not handing it out. He offered the illusion of assets—a kind of financial hall of mirrors in which a banker or victim might be flummoxed into turning over money. For a fee, Kitzer would send a businessman a phony bank statement showing a six-figure balance—again, to insinuate wealth where none existed.


Kitzer told Howard that this sounded fine. He could provide the letter of credit for 10 percent of face value, or $5,000.


On October 21, three days after Kitzer called his pizza shop, Howard walked up to a fashionable apartment building on Fullerton Avenue, on Chicago’s North Side—the home of Kitzer’s friend Debra Marshall. Howard was wearing a hidden wireless transmitter that allowed Wedick to listen from a van parked outside. He told Wedick that he could get Kitzer to talk about the fraudulent nature of Seven Oak.


“Hey, buddy,” Howard said when Kitzer answered the door.


“Hey, Norman,” Kitzer replied. He introduced Marshall to Howard and then asked, “How about a drink?”


“What you got?”


“Scotch.”


“Yeah, I knew you didn’t have anything but Scotch,” Howard said, laughing.


Marshall interjected that, in fact, she had wine.


“Good, give me a little wine,” Howard said. “One cube of ice.”


Kitzer asked what Howard had been up to.


“Just kicking around,” Norman answered. “I’m mad at you, though.”


“Why’s that?”


Howard reminded him that at one point Kitzer had planned to include him in Mercantile Bank & Trust—maybe even send him to the Caribbean to run it.


Kitzer didn’t hesitate: “Do you have fifty bucks in your pocket?”


“Say what?”


“Because you owe it to me.”


Howard sounded baffled. “For what?”


“This is just the day before yesterday,” Kitzer said, pulling out a copy of the Wall Street Journal article. “Here’s the Caribbean thing—in the Journal.”


“Oh, okay,” Howard said, laughing. “I owe you fifty bucks.”


Kitzer laughed, too.


“What, did it blow apart, huh?” Howard said.


“Yeah, it blew apart,” Kitzer said. “I’m in it.”


“I guess my name would have been in there if you didn’t cut me out,” Howard said, realizing where Kitzer was going.


“Because you were cut out, it cost you fifty.”


“Fifty. Okay. All right.”


“Was it worth it to keep your name out of the Journal?”


“Yeah, I guess so,” Howard conceded.


Inside the van, Wedick marveled at how effortlessly Kitzer had flipped the conversation to put Howard on the defensive.


Howard asked about Seven Oak. “Let me see that stuff you got,” he said.


Kitzer showed Howard the paperwork from London: financial statements, stock certificates. He controlled one hundred thousand shares of Seven Oak stock. “I call all the shots,” he said.


“In other words,” Howard said, “on a letter of credit, this guy, all he’s got to do is come to you and you make the phone call and we got it, right?”


“That’s right.”


Flipping through the pages, Howard came across the name 219 Dearborn Corp. Kitzer explained that that was the holding company he’d formed.


“How did you come up with that?”


“How do you think?” Kitzer said. “You know what 219 Dearborn is.”


“No, I don’t, really. Is it the stock exchange?”


Kitzer laughed. “It’s the federal building.”


“Well, I’ll be damned,” Howard said. “That’s the Everett Dirksen Building.” He was referring to the skyscraper at 219 South Dearborn Street in downtown Chicago.


“Right, right,” Kitzer said. “The FBI, the whole shot . . . the United States courthouse. I was being very facetious that day.”


Howard then tried to help Wedick out by probing into the bank’s legitimacy. “You don’t have to comply with the laws of this country, relative to issuing?” he asked, referring to the British bank.


“You have to comply with the federal law.”


“Uh-huh.”


“We comply,” Kitzer added. “Not going to do anything wrong.”


Wedick pondered this. He hoped Kitzer might give him something to show intent to commit fraud. Instead, he was doing the opposite. Kitzer seemed to be playing Howard, trying to convince the old con man he’d gone straight.


“Uh-huh,” Howard said. “In other words, this is checkable. . . . See, here’s the thing about it. I don’t want to take this guy’s money and he screams. You get his money, I want him to be satisfied.”


Kitzer reassured him about everything. Before leaving, Howard said Carbone might pay by cashier’s check. Kitzer shook his head: cash only.


“You told me he’s Italian, right?” Kitzer said.


“Yeah.”


“So why don’t you tell him to get a crooked banker?”


Howard laughed.


Kitzer added, “Tell him we’ll meet in a phone booth.”


“Okay, all right,” Howard said, chortling. “We’ll get it done.”


They agreed to close the deal soon after that. Howard would bring Carbone to a Holiday Inn just off the Chicago Skyway in Hammond, Indiana.


Wedick felt pleased that things were coming together so quickly—but now he had to make this happen. He only had a few days to find someone to play the part of Nick Carbone.
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The Shell Game


OCTOBER 27, 1976


Jim Wedick scanned the grim, shag-carpeted interior of room 130 at the Holiday Inn and, for the hundredth time, ran through the mental checklist he’d built over the preceding four days. Kitzer would arrive soon, and Wedick had game-planned every scenario. Norman Howard would wear a concealed tape recorder. Playing the part of Nick Carbone would be Dean Naum, the undercover specialist from Indianapolis. Wedick had requisitioned the $5,000 that “Carbone” would pay Kitzer. Running the undercover operation gave him the chance to learn its intricacies.


To round out the cast, Wedick—using one of Brennan’s connections from a previous case—had recruited the help of St. Joseph Bank in South Bend. A senior vice president, Dan King, had manufactured Carbone’s $50,000 loan application by changing some of the numbers in a dead file. A document showed Carbone’s net worth at $56,600, most of it restaurant equipment.


King wrote in the loan-rejection letter, “Nick, in looking at your financial statement, a copy of which is attached, it is apparent that once you borrow the $50,000 your net worth will be reduced to approximately $6,600. Traditionally, restaurant equipment carries little collateral value and as a consequence, it will be necessary to request additional collateral.”


Wedick had scrambled to get all of this lined up. Within the hour, he would know whether he’d done enough.


The weather was unseasonably cold for late October, winter creeping into the Upper Midwest, and Kitzer was late. When finally he arrived, wearing a suit and accompanied by Paul Chovanec, Kitzer said that they’d encountered the season’s first snow on their two-hour drive from Milwaukee.


“Christ,” said Carbone. “I couldn’t believe the weather. It’s gonna be a bad winter comin’ up this year.”


“Oh yeah, well, last one was too easy,” Chovanec said.


After dispensing with the small talk, Carbone broached the topic of the letter of credit. He said he had a friendly banker named Dan King who would help smooth the way for the bank to accept it. “Did Norm tell ya I was talking with this banker up there?” he asked.


“He’s your pal?” Kitzer asked.


“Our wives went to school together,” Carbone said, “and I’ve known him for about ten years now, I guess. I’ve had a little bit of problems tryin’ to get some financing and I’ve been talkin’ to him up there . . . tryin’ to work something out with him, and from everything he says, we can do something here today.”


Kitzer made sure Carbone understood that acquiring the letter of credit was not the same as obtaining $50,000, and that if he was issued a loan, he would still have to repay it. “The reason I say that point-blank to you like that, Nick, is ’cause a lot of people that receive these, they think they don’t have to pay.”


Carbone assured him that he understood. “There’s no problem about repaying or anything like that,” he said. “I’m not gonna try and walk away from it.”


Kitzer assured Carbone that he wouldn’t have any problems. King, he said, “can confirm it for the bank, the whole shot, no problems. At that point he should give you the money. If he doesn’t give you the money, then he never wanted to to begin with.”


Chovanec opened his briefcase and began filling out paperwork for Carbone to sign. He produced a Seven Oak brochure and some paperwork, including a promissory note, with copies for the bank’s records. Kitzer explained that Seven Oak required a postdated $50,000 check made payable to the bank, and that Carbone should write “In payment of letter of credit #1078” on it. He asked Carbone to date it October 20, 1978—the day Carbone’s two-year loan from the bank would be due. This was to protect Seven Oak in case Carbone defaulted, Kitzer said—but Carbone shouldn’t worry about any of that. If he paid back his loan, Seven Oak would tear up the check.


Howard knew this was bogus—one of Kitzer’s defense mechanisms. If some FBI agent tried to claim the letter of credit was worthless, Kitzer would hold up the check: See? If it was fraudulent, why would someone give me $50,000 for it? Kitzer knew he could never cash the check; he sold his documents to people who needed money. If Carbone had $50,000 in his bank account, he wouldn’t need the letter of credit in the first place.


“Oh, you know damn well the check ain’t worth a shit, is it now?” Howard said.


Kitzer ignored him.


Carbone filled the silence by asking, “How you want that made out, now?”


“Made out to Seven Oak Finance,” Chovanec said.


When they were finished, Carbone took out the $5,000 and asked Kitzer to count it. “Now, yeah, you can draw the drapes,” Kitzer said, and everyone laughed. He flipped through the bills and nodded. Carbone said he would have more business for Seven Oak if this deal worked out.


With that, it was done. Kitzer and Chovanec said good-bye and asked Howard to step out with them. They went to the men’s room in the hotel lobby, and Kitzer handed Howard his $2,500 commission. Then they were gone.


Wedick mostly felt relieved as the team reconvened and he took the $2,500 from Howard. The meeting had gone smoothly. He still had work to do, but Kitzer had stepped right into the trap.


Wedick’s next task was to prove that Kitzer had defrauded Carbone and St. Joseph Bank. He asked Dan King to telex England to see if the $50,000 in the letter of credit actually existed. What followed was a series of telexes over a period of weeks that traveled between South Bend; Kitzer’s home in tiny Ellendale, Minnesota; and National Westminster Bank, a third-party institution in London that Kitzer claimed held the money.


Predictably, King couldn’t find any trace of the fifty grand. National Westminster claimed to know nothing of the Seven Oak document. In his correspondence, Kitzer omitted a key piece of information in one telex, then gave a wrong number in the next one. The idea was to frustrate St. Joseph until the bankers gave up—because Kitzer didn’t care if Carbone got his loan. He already had the $5,000.


Naum, playing Carbone, called Kitzer on November 21 about the problem. Kitzer told him that King had made a mistake in his confirmation request.


“Okay,” Carbone said. “There’s no problem with the letter of credit, though, is there?”


“There is no problem.”


“ ’Cause, you know, I’m very concerned about this.”


“Norman explained this to me,” Kitzer said, “and I explained to Norman, I said, ‘Norman, they asked the wrong question on the telex.’ ”


“All right.”


“And then that is the last I heard about it, Nick.”


Kitzer promised to call King the next morning. “I’ll have a talk with him and see what he has done, who he’s been in touch with,” he purred. “And I’ll try to instruct him which way to go.”


But when he spoke to King the next day, Kitzer said there had been a miscommunication overseas and promised again that the confirmation was imminent. For Wedick, each call or telex that crossed a state or international border was another piece of evidence. By mid-January 1977, King had exchanged ten telexes with Kitzer, each deepening the conspiracy.


By Wedick’s tally, the government could now charge Kitzer with seven counts of fraud and conspiracy—but he was sure it wasn’t enough. Even with Howard, who had insisted he could draw something incriminating out of his old friend, Kitzer had said nothing to indicate he was committing fraud. It was uncanny—as if he knew someone was listening.


Wedick was certain that if he charged Kitzer with fraud, Kitzer’s lawyer would repeat what he’d said in Charlotte: Where’s the proof? Just as with Mercantile, Kitzer was using a legitimately chartered bank located in another country, so Wedick couldn’t get his hands on the records. A federal prosecutor in Hammond reviewed the case and confirmed Wedick’s suspicions that he didn’t have enough—a jury might be either confused or unconvinced.


But Wedick was locked in. Howard was whispering in his ear that the scams went much, much deeper—Kitzer had swindled people out of millions of dollars, and would take millions more if someone didn’t trip him up.


Wedick sat at work late one night with Kitzer’s telexes spread across his desk, his hands wrapped around the back of his head. One thing was obvious: Pursuing Kitzer in the traditional way—by conducting interviews and gathering a paper trail—made no sense. Kitzer already seemed to know what the FBI was after. If Kitzer wouldn’t admit that he was doing something illegal, maybe Wedick could catch him doing something that was. Howard had said that Kitzer sometimes dealt in stolen bonds. What if Wedick could get Kitzer to sell him one?


That would mean another undercover buy. Wedick liked that idea. And this time, he was doing it himself.


Getting permission to go undercover with zero training was no layup. But Wedick’s immediate boss, the gray-haired senior resident agent Orville Watts, was easy. A few months earlier, a citizen had expressed his displeasure with the U.S. government by hurling a spear at the federal building in Gary. The missile shattered Watts’s first-floor window and lodged itself, quivering, in the drywall across from his desk. After that, Watts’s primary concern was talking to headquarters about moving to an upper floor, so he rubber-stamped most anything else laid in front of him.


Wedick’s proposal prominently featured the words “stolen bonds.” He figured that this term would make it easier to secure approvals from the bosses. The idea wasn’t to try to make another buy but, rather, to gather more intelligence on what Kitzer was doing. (It helped, too, that Wedick wasn’t asking for more money.) Wedick didn’t go into much detail about the financial intricacies of Kitzer’s operation. Better not to confuse anyone.


When the bureau signed off, Wedick decided he wanted Brennan to come along, to increase his comfort level. Howard would introduce them as young promoters trying to get into the game.


Wedick set out to fill in the details of their lives as embryonic con men. He researched how to create a shell corporation similar to what Kitzer had used in acquiring Seven Oak. A business name occurred to him after a few days: Executive Enterprises. The firm sounded simultaneously substantial and like nothing at all. It was a Rorschach test, and they hoped Kitzer would see an opaque entity of uncertain means and motives. Wedick ordered business cards naming himself as chief executive.


He applied for a post office box in South Bend, using his apartment in Griffith, a Gary suburb, as a backup address, so that nothing in the paperwork linked him to the FBI. He also subscribed to an answering service in South Bend so that he could give Kitzer a phone number.


Howard told Wedick that a telex machine would also help project a solid image of a shady corporation. Kitzer used telexes routinely to mirror the activities of a legitimate bank. A telex service was like e-mail before there was any such thing: You typed in a message and it went through instantly to the recipient’s teletypewriter. Wedick called RCA, who told him the machines cost $1,500 down and $750 a month. This would be the perfect prop, he thought. What FBI agent would go to this kind of trouble?


Wedick couldn’t believe it when the FBI also approved this expense. Now we’re getting somewhere, he thought.


There was one step he couldn’t take. The FBI had the capability of providing fictional identities—but only for agents who had completed the undercover training. Wedick knew he wasn’t getting into that program anytime soon, but he thought maybe he could reverse-engineer the situation. If he did the Kitzer operation without the normal safeguards in place, they might push him to the top of the list for the training. He didn’t think it would be an issue, anyway: He and Brennan would have one meeting with Kitzer, maybe two, get a stolen bond, and boom.


By January 26, 1977, Wedick had finished creating his fictional biography. Howard called Kitzer and said he’d met a couple of young guys, J.J. and Jack, who wanted to meet about acquiring paper. Jack’s grandfather owned an insurance company in Alabama that had hit a rough patch and run short on cash. States require such companies to keep a certain amount of money on hand to cover a sudden surge of claims, so Jack needed to plump up the financial statement to forestall any trouble. They figured this story would sound appealing because Kitzer would see an opportunity to seize control of and bankrupt the business, the same way he had hijacked Seven Oak.


Howard hung up the phone and told Wedick: He’s going to call you. Be ready.


Wedick flipped on the turn signal of his Thunderbird and exited the frosty pavement of eastbound Interstate 90 in Portage, Indiana. Moments later, he drove into the parking lot of the Holiday Inn, walked into the lobby, and asked for his phone messages. Wedick had checked into the hotel the previous day, even though he’d had no plans to stay overnight. He’d just needed a room from which to call Kitzer. The clerk nodded and handed Wedick a slip of paper indicating that Kitzer had called, with a Minnesota number Wedick recognized.


Wedick was pleased to have missed the call. He thanked the clerk and slid back into his car. He would not call Kitzer back—not yet. He’d wait two or three days, then check into another hotel, in Indianapolis or Michigan City or Valparaiso, and try again.


This hard-to-get routine was calculated. Wedick wanted to seem interested but telegraph that he was in no hurry to connect. He hoped to project a busyness, a sense that he had far more going on than whatever Kitzer had to offer. Wedick also hoped to discourage any suspicions that he and Brennan were in law enforcement. What FBI agent would wait three days to return a call? “Jim Wedick from Executive Enterprises calling back,” he’d say next time. “Sorry to miss you. Call when you can.”


Wedick found that there wasn’t much of an adrenaline rush in driving around the Midwest, collecting phone messages. He pondered the irony in this—pursuing a criminal by avoiding him—as he sped back toward Gary. But the challenge of penetrating the defenses of a master criminal was compelling and, in its own way, more exciting than tracking bank robbers. In his idle moments, Wedick found his mind drifting to Kitzer, trying to think what he might be thinking.
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