
 

 

  

 

Forest Industry Ponzi Scheme in Mississippi Largest in 
Industry? 

 

 

Greetings! 
Possibly the Largest Ponzi Scheme in Mississippi 
 
Everything seemed to be going well, until all of a sudden, it wasn't. 
  
On August 21, 2018, Judge Reeves will sentence Arthur Lamar Adams for 
violating the anti-fraud provisions of the federal securities laws. Adams has 
pleaded guilty to having devised a sophisticated Ponzi scheme that attracted 
at least 300 wealthy investors in 14 states to pour more than $100 million in 
the scheme. This may well be the largest Ponzi scheme ever committed in 
Mississippi. The courts acted quickly in this case to protect the victims and to 
assure quick resolution. 
  
They weren't kidding.   
  
The Security and Exchange Commission filed their complaint on April 20 in federal court in 
Jackson, Mississippi. When the charges were filed, the court granted the SEC's request for an 
asset freeze. Adams and Madison Timber consented to the court order and agreed to permanent 
injunctions, an asset freeze, and expedited discovery. 
  
On May 9, about three weeks later, Adams pleaded guilty in federal court in Jackson, MS, to one 
count of wire fraud in a plea agreement. He was charged with two counts of wire fraud and one 
count of bank fraud. 
  
Four months later, on August 21, 2018, he will be sentenced. With the plea deal, Adams now faces 
a maximum penalty of 20 years in prison.   
  

The scheme 

  
According to the SEC, Adams told potential investors that their money would be used by his 
company, Madison Timber Properties, to secure and harvest timber from various landowners 
located in Alabama, Florida, and Mississippi. 
  
He generally entered into the fraudulent contracts using promissory notes on behalf of his 
company, Madison Timber Properties. The loans typically guaranteed investors an interest rate of 
12-15 percent with the interest to be paid over 12-13 months. Payments were made monthly either 
on the first or 15

th
 of the month. 

  
Prosecutors say Adams' company claimed to buy timber rights from landowners and then sell the 
rights for higher prices to lumber mills. The investors provided their money for loans to purchase 
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the timber rights. 
  
It was all a lie. Neither Adams nor Madison Timber Properties had such timber rights or contracts 
with lumber mills, except in only a few instances. 
  
Adams created false timber deeds and asked investors not to file their timber deeds unless his 
company defaulted on the loan agreement by failing to make a payment. Adams would pledge the 
same land to multiple investors. In most cases, the land didn't have the value of timber promised or 
didn't have any harvestable timber. The false documents caused investors to believe that their 
investments were secured by sufficient collateral from which they could recover all or part of their 
investment in the event that Madison Timber Properties defaulted on the loans. Adams forged the 
signatures of landowners and also created false timber deeds purporting to convey timber rights 
from Madison Timber properties to the investors. 
  
To make it all seem even more legitimate, Adams had many of the documents notarized. In many 
instances, he also provided a "timber cruise summary" purporting to state the value of the timber 
located on a particular parcel of land, which was also false and had been created by Adams to 
induce investment. 
  
In addition to not investing his clients' money as he claimed, Adams used the invest funds for his 
own personal benefit and for purposes other than those represented to investors. He perpetuated 
the Ponzi scheme by using money from investors to pay earlier investors, pay off bank loans or for 
personal use, including for other real estate developments. At one point, his company had less than 
$1,000 in accounts with millions owed to investors and other banks. 
  
This was not a one-time incident for Adams. He had been directly or indirectly involved in the 
fraudulent sales of securities since 2004. The timeline for this latest scheme began as early as 
2011. 
  

How to protect Yourself  
  
If you're like most people, you'd jump at the opportunity to put your money into a surefire 
investment that promises above-market returns. But if a broker or anyone else tries to sell you on 
such a deal, use caution. You could become the victim of a Ponzi scheme, a type of ruse that for 
nearly 100 years has ripped off investors for tens of billions of dollars.  
  
In a typical investment Ponzi scheme, fraudsters promise incredibly good and/or incredibly reliable 
returns. And they deliver - for a while. But they're not investing in anything. Instead, they're using 
money from new investors to pay their obligations to the old, including the exaggerated returns 
promised to those who "get in on the ground floor." But eventually, the operation can't bring in 
enough fresh money to sustain itself and collapses. 
  
Besides original criminal Charles Ponzi himself, perhaps the best known perpetrator of the Ponzi 
scheme is convicted hedge fund manager Bernie Madoff, who was sentenced to 150 years in 
prison after being found guilty of engaging in an operation that lost about $50 billion. In the 
complaint the U.S. attorney filed against him, Madoff himself was quoted as telling senior 
employees that the operation amounted to "a giant Ponzi scheme." 
  
New schemes continue to crop up from time to time. So if returns are beyond normal, ask yourself 
why before dropping your hard earned cash into someone else s hands.  Performing a thorough 
due diligence is never a waste of time.     
  
  

Tips to Protect Yourself from a Ponzi 



  
Here are some tips to help keep you out of trouble: 
  
1. Be Skeptical -- If it sounds too good to be true, it probably is. Bernie Madoff provided investors 
with a consistent return of 1-1.5% per month for 10 years before everything fell apart. Language 
like "risk-free," "guaranteed returns" and "everyone is doing it" should give you pause. 
  
2. Be Suspicious of Unsolicited Offers -- Someone contacting you unexpectedly, perhaps inviting 
you to an investment seminar is often a red flag. Investment scams often target elderly people, or 
those close to or in retirement. Be careful even in "safe" places like churches, country clubs and 
community organizations. These are ripe for pitching Ponzi schemes. Rely on research over 
referrals from friends and relatives. 
  
3. Do Your Homework --  
Verify that the seller is licensed and look for any negative information. In an article in AARP 
Books/Sterling, by Sid Krichheimer the author of Scam-Proof Your Life,  
only 20% of investors ever do a background check on brokers or products before buying.  Some 
good starting places are the SEC's investor.gov (800-732-0330) and the Financial Industry 
Regulatory Authority's brokercheck.finra.org (800-289-9999).  
  
4. Verify the Investment Is Registered -- Start by asking the person offering the investment if it 
registered. If not, ask why (not all investment must be registered). If you're told it is, check out the 
SEC's EDGAR database for free corporate information.  You can also check out the fee-based 
pacer.gov site to search federal lawsuits and bankruptcies, or your local courthouse for scams by 
area predators. Remember that credentials don't really mean anything.  Letters after the names of 
brokers and investment counselors can be fake or they paid a fee or took a short class. 
  
5. Understand the Investment -- There are many online resources to help you learn how to invest 
and how to evaluate opportunities for risk and potential gain.  
  
6. Report Wrongdoing -- If you think an investment is a Ponzi scheme or any other type of scam, or 
you've been victimized, file a complaint with the Securities and Exchange Commission. 
  
Warmly, 
Aaron 
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