O

n the morning of December 31, 2013, Glynn County Sheriff
Deputy Justin Juliano was on traffic patrol when he noticed a
2001 Dodge Ram pickup truck driving down Georgia highway
405 near Brunswick, not far from the Atlantic coast. He
and fellow deputy Brian Faulk stopped the truck because its
window tint was too dark, and also because it had a cracked windshield and
an expired license plate. Juliano said in his notes that the driver—a scruffy
looking man with long, tousled brown hair—gave him permission to search
the vehicle, at which point he found a fake Georgia driver’s license, which
prompted the driver’s arrest and a trip to the local jail.
As he was being processed at the jail, the driver identified himself as
Aubrey Lee Price, a former investment advisor who, according to federal
investigators, had gone missing 18 months earlier, saying he was going to
commit suicide and writing a 25-page confession letter admitting to a multimillion dollar fraud scheme. The Securities and Exchange Commission
and the receiver for his estate—Price had been declared legally dead by a
judge—estimate that he defrauded 115 investors out of $25 million. For
many of them, that was their entire life savings.
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Ailey, Georgia
by Naomi Snyder

Brunswick, Georgia

He came to save Montgomery Bank & Trust.
But then millions of dollars disappeared.

The Resurrection Of
Aubrey Lee Price
Ocala, Florida

Bradenton, Florida

IMPORTANT LOCATIONS IN THE LEE PRICE STORY

Bradenton, Florida, where Price lived and had a home office
Key West, Florida, the Florida ferry terminal where he was last seen before he disappeared
Ocala, Florida, where police believe Price lived in a mobile home with 225 pot plants
Ailey, Georgia, the home office of Montgomery Bank and Trust
Brunswick, Georgia, where Price was pulled over on December 31, 2013 and arrested

Key West, Florida
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“The person who invested with him typically was a
retiree,’’ says Miami attorney Kenneth Murena at Damian
& Valori LLP, who is handling Price’s estate. “They invested everything they had with him and lost everything. They
trusted him with their livelihoods. They believed he was a
good man looking out for their best interest.”
Price, who went by the name Lee, was also a bank director of Montgomery Bank & Trust, a community bank with
roughly $250 million in assets in Ailey, a small town in
South Georgia’s Montgomery County, and his connection
with the bank would become a major part of the story. He
had actually started out his relationship with Montgomery

“They invested everything they had with him and lost
everything.”
Kenneth Murena at Damian & Valori LLP

Bank & Trust as something of a white knight. In late 2010,
the 80-year-old bank had fallen on hard times and was
operating under a consent order issued by the Federal
Deposit Insurance Corp. (FDIC) to raise capital. Price
brought $10 million to the bank, money he had raised
through investors, to provide it with a lifeline, or so it
seemed.
Within a year and a half, the bank had failed and Price
had disappeared, telling people he planned to commit
suicide and leaving a wife and four children. He was later
charged with falsifying documents showing that he had
invested the bank’s money in safe U.S. Treasuries when,
in fact, he was day trading and losing millions. Police have
reported that at the time of his arrest, Price was living under
an assumed name in a single-wide mobile home near Ocala,
Florida, with two pit pulls and 225 marijuana plants.
It’s pretty safe to say almost everything went wrong
at Montgomery Bank & Trust. If there are any lessons to
be learned from the story, it’s how not to run a bank. And
yet as outlandish as the tale seems, insider fraud is a fairly
common and unfortunate occurrence at banks across the
country. About 75 percent of financial services firms globally reported a fraud in the previous year, according to
the 2014 Kroll Annual Global Fraud Survey, which polled
901 companies. Twenty-nine percent of financial services
firms reported an internal fraud, versus 16 percent for
companies overall.
Failures of basic tenants of corporate governance and
internal controls do lead to costly missteps for banks.
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What sort of controls were in place at Montgomery Bank
& Trust to make sure the bank’s money was invested as it
should have been? And how could an independent director have what appeared to be total control over the bank’s
investments? Small institutions such as Montgomery Bank
& Trust have limited resources to oversee and audit all
aspects of the bank’s operations, but there are basic principles for avoiding utter disaster.
Montgomery Bank & Trust was founded in 1926 and
survived the Great Depression. It was largely owned and
controlled by a prominent Georgia family, the Petersons,
which included Miller Peterson “Pete” Robinson, a lobbyist
and former member of the Georgia legislature who joined
the bank and holding company boards in 2009. Five of the
11 board members in 2009 were members of the Peterson
family. Another prominent member of the board was Greg
Morris, R-Vidalia, the current chairman of the Georgia
House of Representatives banking committee.
Montgomery Bank & Trust marketed itself as the hometown bank, according to a securities offering prospectus
prepared by the bank’s holding company, Montgomery
County Bankshares, in 2009. In 2002, the board decided to
branch out of its mostly rural counties where the bank did
business to fast growing, tourism-based Georgia coastal
economies in Glynn and Camden counties. The strategy was successful for the first five years, according to the
offering, but then the financial crisis hit, real estate values
plummeted and borrowers began to walk away from their
loans. About 20 percent of the bank’s loan portfolio was in
land development and acquisition loans.
In 2009, the bank reported a $9.9 million loss and had
$49.5 million in non-performing assets. The bank dipped
down into undercapitalized status and the FDIC issued a
consent order that same year requiring the bank to raise
capital and make drastic changes. The agency found the
bank’s board had failed to provide adequate oversight of
management and that management had followed hazardous lending and lax collection policies. The consent
order also stated that the board had allowed the bank to
operate without sufficient earnings or an adequate business strategy. The regulators required the board to hire a
qualified chief executive officer, chief lending officer and
chief operating officer with sufficient experience to run
the bank. Montgomery Bank & Trust’s board hired Trae
Dorough as CEO, who had worked in various lending roles,
including for SouthTrust Corp., which was acquired by
Wachovia Corp., and had worked most recently as chief
lending officer for the failed First Coweta Bank in Newnan,
Georgia. Montgomery Bank & Trust also worked to write
down assets and reduced its allowance for loan losses as
a result, which would become a point of contention later.
When Price arrived on the scene, he had already

established himself as a successful independent investment manager, having previously worked at the securities
arm of Bank of America Corp. The firm he controlled,
Montgomery Asset Investment Advisor, was a registered
investment adviser, and he held Series 63 and 65 licenses,
according to the SEC. According to the confession letter
authorities attribute to him, at one point, he had almost
500 clients. Price also was the religious leader of a nonprofit organization, where he met many of his clients
and took them on missionary trips to Central and South
America. His investors would contribute money to buy
farms in Venezuela and Guatemala and hire people to work
on them. People trusted him.
“He was very polished and well dressed,’’ said someone
who had worked for the bank but wanted to remain anonymous because of pending litigation. “He looked like a TV
preacher. Every hair was in place. He had perfect white
teeth.” Price brought in the investors who recapitalized
the bank in December of 2010 to the tune of $10 million,
providing much needed cash. But the bank was in significant trouble by then. In a call report for the third quarter
of 2010, the bank’s Tier 1 leverage ratio had fallen below 2
percent, which would have prompted the beginnings of a
regulatory shut down. Price and his investors decided to
put their money in the bank anyway. Were they mislead
or just foolish?
“The investment made by Price, as I recall, was made
on the day the bank had been scheduled to close,’’ says
Walt Moeling, a longtime banking lawyer in Georgia and
senior counsel at Bryan Cave LLP in Atlanta. “This gives
meaning to the issue facing the regulators: Do we take the
$10 million knowing the bank needs much more, or do we
close it in face of a new $10 million investment?”
The confession letter says that Price’s due diligence
prior to buying the bank was poor. “Looking back, we
lost everything before we even put it in. At the beginning,
according to advisors, current bank leadership and other
investors, this investment seemed at worst a break even
investment in years 1-2, and then the opportunity to turn
the bank around and implement a new growth strategy.
Even the pro-forma’s [sic] given to me/us showed at a
minimum $300K-500K gain in year one. . . To think we
could have a 15 million dollar loss in year one was the farthest thing from my thoughts.” He goes on to allege that the
bank’s management team artificially inflated profits, paid
out huge amounts of cash and benefits, and didn’t disclose
a third-party loan reviews that showed the extent of the
bank’s loan problems.
But had Price read the securities offering closely
enough? It clearly states that the bank lost $9.9 million in
the previous year, the same year that the bank’s president
was paid a $280,000 salary, just as he had in each of the two

		

previous years, although in 2009, he had not been paid his
usual $198,000 annual bonus. While there is no mention
of the third-party loan reviews in the securities offering,
the offering states that the bank expected to increase its
allowance for loan losses in 2010. There is no mention of
$300,000 to $500,000 returns in one year. “Buying a bank
was something entirely different than what I knew,” the
confession letter says. “I had been taught to never invest
in something you did not understand. . . I am horrible [sic]
sad that things turned out the way they did for clients and
everyone connected to me in some kind of way.”
The confession letter says that regulators came to the
bank in July of 2011 and began demanding write-downs
on bad assets. Price ended up putting more capital into
the bank, a total of $21 million in investor money, according to the receiver. The endless stream of problem loans
intensified. “All of my mental capital and sense of being
was depleted,’’ the confession letter says. Investors were
unhappy about the condition of the bank and began calling
for their money back. In a desperate attempt to recoup the
losses, Price began day trading, the confession letter says.
In 2011, he started directing employees at the bank to wire
him money so he could invest in U.S. treasuries, according to the criminal complaint in U.S. District Court in the
Eastern District of New York. He moved about $21 million
into personal accounts he set up, and began day trading
the funds while falsifying documents for the bank that said
the money was safely invested in U.S. treasuries, according
to the complaint. It is not clear from the complaints when

“I’ve never seen a situation where a director managed
assets of the bank. Normally, that’s management’s job…
In 20 years of doing this, I have never seen that.”
Sal Inserra, Crowe Horwath LLP

the government believes Price began falsifying documents.
Jim Price, Lee’s father, says investors pressured Lee to
buy the bank and the emotional strain of dealing with the
bank’s problems took a toll. Price’s father says his son was
never enriched by the scheme, and that he was simply trying to recover money the bank had lost. “My wife and I are
heartbroken this has happened to him,’’ Price says. “He has
been a very good son and is a very good man.”
Moeling says fraud often occurs when someone is
trying to “fix things” financially. Georgia was particu-
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larly hard hit during the financial crisis and had one of the
highest rates of bank failure in the nation. Moeling dealt
with four or five fraud cases during the financial crisis,
which put a lot of strain on people who otherwise seemed
exemplary. “You can only measure people when things go
bad,’’ Moeling says. “It’s not a function of intelligence but
character.”
The bank itself was in a weakened position. “Whenever
you have a lot of change, it’s easy for some things to slip
through the cracks,’’ Moeling says. “Mr. Price came to the
table with significant credibility in the form of $10 million.”
It’s not clear what sort of internal controls the bank
had to catch the fraud, although it wasn’t actually closed
until after Price disappeared in the summer of 2012. The
Georgia Department of Banking and Finance and the FDIC
declined to release audits or examination reports from the
state-chartered bank, saying they were confidential. Bank
officers and directors declined interviews on the advice of
their attorneys. The current and former Georgia banking
commissioners both declined interview requests.
An affidavit from a special agent with the Federal
Bureau of Investigation says that in June of 2012, the
bank’s management heard a rumor that Price had committed suicide and “received information from persons
associated with Price that he had possibly embezzled
money from PFG LLC,” the name of one of Price’s investment funds. In June, the bank showed copies of its clearing
account statements to the clearing firm, but the firm said
they had been falsified. Someone named “James Franklin”
confirmed the existence of accounts in a letter sent to the

“I feel like my time has run out… mentally, physically
and emotionally, I am completely and totally exhausted.
My heart is broken and life seems hopeless at this point.”
Confession letter attributed to Lee Price

bank’s auditor, but in June, the bank checked that and
found there was no James Franklin working at the clearing house and the clearing house said it had never actually
prepared the letter confirming the accounts.
Giving a director sole control of a bank’s investments
is way outside the line of good corporate governance. “I’ve
never seen a situation where a director managed assets of
the bank,’’ says Sal Inserra, a partner in the public accounting and consulting firm Crowe Horwath LLP in Atlanta.
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“Normally, that’s management’s job. . . In 20 years of doing
this, I have never seen that.”
Mike Lundberg, the national director of financial institutions for Chicago-based tax, assurance and consulting
firm McGladrey LLP, agreed. “It’s really very unusual for
a board member, not a member of management, to have
any level of authority to conduct business on behalf of the
bank,’’ he says. “You don’t mix operating the bank with
oversight.” Proper internal controls could have prevented
the fraud, says Inserra. Normally in a bank, the person
who initiates a wire transfer is different from the person
who actually transfers the money, who is separated from a
third person who reconciles it, or makes sure the transfer
happened as requested.
Without segregation of duties, “you are giving them the
keys to the cash and authorization to do whatever with it
with no oversight,” Inserra says.
In very small banks, for example, under $100 million
in assets, the chief financial officer might initiate and reconcile a transaction because of limited staff, with a second
person wiring the money. In this case, the federal complaint in U.S. District Court in the Eastern District of New
York says Price instructed employees of the bank to wire
a total of $17 million to a clearing house for accounts he
controlled between January 2011 and May 2012, although
it is not clear from the complaints when the fraud occurred
or whether anyone checked the status of the funds. Most
of the funds in the clearing house were wired to other
accounts in the name of PFG LLC, where equity and option
securities were traded, according to the federal complaint.
The SEC says that in addition, Price was day trading his
clients’ funds to the tune of $36.9 million in Goldman Sachs
accounts that suffered massive losses, while he created
false documents to show his clients fictitious assets and
returns. Most of the funds were lost through bad trades
and investments in real estate, including equipment and
farms in Latin America.
Could this have been caught earlier? A phone call from
the bank to Goldman Sachs would have set off alarm
bells once it was explained what Price was doing with its
funds. Did Montgomery Bank & Trust’s outside auditors
catch what was going on? Banks under $500 million in
assets aren’t required to have a full audit under the FDIC
Improvement Act. They do need to have what’s called an
“agreed upon procedures review” where the board decides
in conjunction with the auditors which aspects of the
bank’s operations to review, based on the bank’s particular risks. Inserra says that the size of the investments at
Montgomery Bank & Trust would have prompted a review.
A review would have involved a check to make sure the
investment portfolio was invested as stated and independent confirmation with the firm holding the funds, not

account statements prepared by an insider, although there
are alternative procedures when the auditors don’t receive
independent confirmation, Inserra says.
A regulatory filing for the year 2011 says that the holding company Montgomery County Bankshares did have an
outside auditor, the small accounting firm Thigpen, Jones
& Seaton, in Dublin, Georgia, now known as TJS & Co. A
woman answering the phone said no one would be commenting on the Price story.
Aside from a full annual audit or agreed upon procedures review, and segregation of duties, one of the
best ways to prevent fraud is for management to set a
tone of corporate-wide compliance with internal controls,
regulatory rules and ethical standards. Lundberg says that
“would make it difficult to hide something. It makes it
easier for the control process to operate. If someone says,
‘I need to see the trade tickets,’ or, ‘I need to validate that,’
if you have a culture where that is expected, that process is
going to be more effective.”
It’s not clear what sort of culture existed at Montgomery
Bank & Trust. In the confession letter, Price praised the
bank’s employees and places the blame solely on himself,
saying no one knew of his fraud, including the people who
worked for his investment firm. The letter suggested that
he planned to commit suicide. “I feel like my time has run
out… mentally, physically and emotionally, I am completely and totally exhausted. My heart is broken and life
seems hopeless at this point. Sure, I could sit in jail for 20
plus years, but I would have no way to make restitution. It is
too much for me to handle and time to go from this world.”
Price told people he planned to jump off a ferry boat
in Florida, and surveillance videos caught pictures of
him at the ferry terminal in Key West, bound for Fort
Myers on June 16, 2012, according to the U.S. Justice
Department. Price bought dive weights, verified by the
Lowndes County Sheriff’s in Valdosta, Georgia, which
began investigating after Price’s wife reported him missing. The U.S. Coast Guard did a search but didn’t find him
and no one said they saw him jumping off the boat, says Lt.
Stryde Jones of the Lowndes County Sheriff’s Office. The
FBI also continued to look for Price.
After his disappearance, Price’s wife got a judge to
declare him dead to collect on one of his four life insurance policies, says the receiver for his estate, Murena. The
$300,000 insurance policy never paid out, but the estate
was able to collect $1.8 million on three other life insurance policies. What happens to that money now that Price
is actually alive hasn’t been settled, but Murena says he
needs to do further research to find out. “It is somewhat
of a novel issue, especially in the context of a receivership
estate when the insured turns out to be alive,’’ he says.
Price faces one fraud count in the Southern District of

		

Georgia, which carries a maximum of 30 years in prison,
as well as fraud charges in New York. He plead not guilty
but could not be reached for comment. His attorneys, who
did not contest the prosecutors’ motion to keep him in jail
without bond, did not return phone calls.
Meanwhile, Price’s estate continues to sue officers and
directors of the failed Montgomery Bank & Trust in an
attempt to collect funds for investors and for legal bills. The
bank’s directors and officers liability coverage totaled $6
million, says Murena. That case revolves around the issue
of whether CEO Dorough, director Pete Robinson and Chief
Financial Officer Dee Ann McDaniel misled Price and his
investors about the condition of the bank. In particular, the
lawsuit says that the defendants never disclosed the existence of third-party loan reviews by auditor Steve Powell &
Co. that showed a worsening loan portfolio. At the same time
that the loans were getting worse, the bank was decreasing
its allowance for loan losses, according to the lawsuit. Powell
declined to comment. McDaniel couldn’t be reached and
Robinson and Dorough did not return phone calls. Their
attorney said neither he nor they could comment on the
case. Greg Morris, the Georgia legislator and chairman of the
House banking committee who served on the bank’s board
and was dropped from the lawsuit, also declined to comment, citing his attorney’s recommendation.
William Prickett, who is not involved in the case
but represents clients in securities lawsuits for the firm
Seyfarth Shaw LLP, says the receiver will have a fairly high
burden under federal securities law to prove not only that
officers and directors made inaccurate statements, but that
the defendants knew they were making false statements or
were reckless in doing so. So far, the receiver has collected
nearly $3 million for the estate. Creditors of the estate
include investors, and potentially, the FDIC, which estimated that the failure of Montgomery Bank & Trust cost
the agency’s Deposit Insurance Fund $75 million. Murena
said, however, that in his investigation, it appeared that
all but about $4 million of investor funds was lost. Most
of that value was in condos and houses in Florida and
Georgia, as well as farms and equipment in Venezuela and
Guatemala.
In his letter, Price included a roadmap of what is left of
his assets, providing helpful tips such as whom to contact to
recover money for investors. The rambling letter is punctuated by Biblical passages, mostly about wealth and God’s
wrath, including Proverbs 22:1, “A good name is to be more
desired than great riches.” The author of the letter urges
readers never to lie or go into the securities business. In the
end, he makes himself into his own Biblical character, complete with tragedy, deception and hope for eternal salvation.
He compares himself to the Biblical Samson, saying “I got
what I thought I wanted and lost what I had.” |BD|
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for Bank Director.
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