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Lawyer Duo Persevered
In Joel Kline's Almost

20-Year-OldBankruptcy
By Michelle Singletary
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n 1973, the Miami Dolphins defeated the
Washington Redskins 14-7 to win the Super
Bowl. The Arab oil embargo forced Ameri-
cans to wait in line for gasoline. VicePresi;..
dent Spiro T. Agnew resigned.
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And JoelKline, a Montgomery County real es-
tate speculator and a federal informer instrumen -
tal in helping indict prohinent Maryland politi-
cians, was forced into bankruptcy court.

Nineteen years later, the Kline case, the oldest
and l o n g e s t - d g bankruptcy case in Maryland,
is finally about to close.

While the recession has brought an unprece-
dented wave of bankruptcy 6lin@, the longevity of
the Kline bankruptcy casedesit extraordinary.
Last year, nearly 1 million individuals and busi-
nesses filed for bankruptcy court protection M-

tionwide, a record number. But a simple liquida-
tion or personalbankruptcy case can be completed
within six months, and those involving litigation
typ idy take 18 to 24 months.

So why has Maryland's senior bankruptcy case
draggd on for so long that several creditors have
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Kline Case Drawing to End

and oompanies, inch& Montgom-
ery Land Investment and Develop-
ment Corp. In 1970, it became the
first known Washington area firm to
sell iweators stock in a corporation
deabag exclusively in speculation on
uoldrelopedhnd.

f&eral months before the bank-
-case bep,$e Securities and
Exauge Comrmsslon began an io-

9iHlonth ptisurjsentence.

sive federal investigation into political
corruption in Marybnd. In the early
years, the bankruptcy proceedings
were held up a number of times be-
cause of the niminal probes.

Accd ing to banlrmptcy records,
Kline had built a %owof cards" and
at the timedtbebankruptcy filing his
debts exceeded his dixlosed holdings
by $1.4 million. From the start, the
bankruptcy case was fraught with
p r o b l e m s , ~ ~those of the crimi-
nal inv€stlgatlon

volved Kline's business records. The.
records consisw - i f 3-by-5 index

onedpart of the p l q in-

m y . Feinblai and Coppd worked
mnths deciphehg codes that Kline
made up,such as -%cmp," which stood
for cash From 1970 to' 1973. Kline
amassedmre than 4,~ ' inr~ex&.

We would just tirjbble on them ev-
ery time he did an-," Feinblatt
said.

Although Kline maintained what
appeared to be normal ledgers,the
records often didn't reflect his true
real estate holdings.

"If we had taken everything at face
value, the case would have been
dadup in a year," Coppel said.

And, as if the ease wasn't cpmpli-
cated enough, h e initially refused

m1871:Kline is described by then-Maryland Gov. Marvin year liquidation.' '

Mandel the leading candidate to be the state's banking . ,1~k payments to begin.
cornmissloner.
n1mKline becomes'subject of a &urities and

I. have received 96 percent of their allowed claims. By the
Exchange Commission investigation of stock manipulation.

, .time me case is expectedto wrap up this tw
mSping 141% Kline pleads guilty to obstructing justice will have received 100 percent.

nlmSo tir, 63 creditors owed more than $3.6 million

. . rurw*s.mvr;rwmsr. , :. . . ,

to cooperate. He invokqi.his Fifth
Amendment right against self -
inciimination 9nd' wai automitidy
declared bankrupt on Oct. 9,1973, in
federal court inBaltimore.

Without the help of "schedules "
outlining Kline's assets, Feinblatt and
Coppel didn't think they could do the
bb alone. They hired an accounting
fum to help them reconstruct Kline's
fragile real estate empire.

What they eventually found were
holdings built on highly mortgaged
land and inflated stock in Kline's own
corporations. He borrowed heavily
from Washington area banks on the
&en@ of loan guarantees signed by
his relatives, friends and those who
believed he knew the way to quick,
easy profits.

Kline finally agreed to cooperate
after beiig reassured that the bank-
ruptcy laws gave him immunity from
prosecution for any crime that was
based on his testimony in his liquida-
tion case.

"So it was in his interest to testify
to everything under the sun whether
we had an interest in it or not," Cop-
pelsaid.

Schemes Detailed
In the end,Coppel said, he andFein-

blatt collected 5,000 pages of testime
ny that detailed several schemes h e
said he used to bilk investors and area
banks. Many of those investors and
banks ended up as creditors.

recruited form? politicians,
physmans, dentists, his parents and
two brothers to invest in real estate
projects that often involved buying un-
developed land in Montgomery, How-
ard, Prince Ceorge's and Frederick
counties.

People didn't care what the deal
was as long as Kline was involved, ac-
cording to Reuben Bonnett. 76, an at-
torney who represented several credi-
tors before retiring to Boca Raton,
Ra.

"He would promise to double OUT
money in six months. Those were the
wild days d e n it could be done. The
value on!and was going up. A lot of de-
velopment was taldng place," said Ben-
ne& who was an investorblf.But
Bonnett said he discovered Kline's
schemes before he lost any money.

Amrding to Kline, the deals were

tion and an e l a w e Ponzj scheme, in
which he promised investors big re-
turns but used money from bank loans
and new reuuits to pay off eartier in-
vestors. He also engaged ina form of a
realestate p r a h known as%pp&
by creating shell corporations to buy
and sell land to investors at inflated
prices.

Such schemes ma& it difficult to
trace Kline's real assets. But nearly a
year after the caSe began, Coppel
thought perhaps the search was over.
He had been srting through files, large
cartons of personal books, ledgers, yel-
low legal pads and the index cards
when he spotted a list of Swissbanks.

'There were stones that Kline had
to be hiding assets," he said.

The excitement soon died when
mast of the Swiss banks, in response
to Coppel's queries. wrote back that
they couldn't find any accounts tied toKline.

fueled by chedc kiting, St& manipula -
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executive Dale Anderson. He also
became a government witness along
wth self-styled"Happy Hmker"Xav-
lera Hollander in the prosecution of a .
promment New York architect on
tax evasion charges.

al mvestors m ius real estate corpo-
rations f ~ l e d an mvoluntary
bankruptcy petition and forced the
34-year-old speculator into bank-
ruptcy liquidation. Kline was de-
clared banknrpt in October 1973, a
few days after entenng pnson. rn

, -Michelle Sigletary ,

Then there was the time they found
the key.

Although neither Feinblatt nor Cop
pel is sure how they came upon it,
they got another rush of adrenaline
when they discovered a key, which
was to a safe deposit box in New York
City's diamond distnct.

Feinblatt received permission from
the bankruptcy court to withdraw
money from the Kline estate to take a
train to New York.

sued those mvestors, demanding re-
payment of the loans plus interest and
legal fees.

While as many as a dozen investors
might guarantee a single loan, the
guarantee agreements they signed
made each legally responsible for the
entire amount.

7 didn't know how much 1had guar-
anteed. Ihad blind faith in one individ -
ual, but he was considered the golden

claim from $199,750 to $11,950. Bra-
ger has received more than $lO,OOO.

Y protested but was forced to ac-
cept it," he said. 'Ifelt cheated but
there was nothingIc o d doabout it."

But Brager said he was amazed he
received any money at all.

In fact, after 19 years, 63 creditors
whose allowed claims totaled more
than $3.6 million have received 96
percent of that money, although those

out to a remarkable 100 cents on the
dollar of allowed claims, willbe distrib
uted to unsecured creditors before the
case is closed. Secured creditors, who
were owed $115,000, have been paid
m full.

Numerous individual investors who
simply put money into Kline partner -
ships, including his parents, did not re-
cewe their money back; the fortunate
crehtors who did get paid were domi-

.19d
Gathersburg. We never expected t @ ~
see any money." a
An Ancient Backloe 21,

The h e case IS not the only mat-'
ter from the 1970s stlll m h g itsway
through the bankruptcy system. The&
are some 1,400 federal bankruptcy
cases that predate 1979. The bank.!
ruptcy court m the Southern IhsmctJ
of New York has the greatest nmkrd
of these open cases-more than 400,:l
In the Eastern Dlstrlct of Vlrgmla,c'
whch mcludes Alexandna,.there are.
flve bankruptcy cases that predate
1979 Maryland hasseven. - - >

'We are hkmg steps not to have tm
many 20-year-old cases," sad &%3
Flynn, an analyst wth the F h n k m p t c y

a
>

DMsIon of the Adnmistrative Office of')
us. courts.

Few, if any, of those cases are likec '
to produce better results for crehtorf.
In all, Femblatt and Copel cdlected I

$5 4 d o n for W e ' s crdtors The.
bulk of the money came from sehg'
real estate, and some of the delay m
closmg the case was the result of wat- t
mg to sell chace property for m-;
mum profits, Coppel wd. -;

Approved credltors got all their,\
money back IIIpart because Femblatt,
and Coppel were successful m &sal-.,
lowmg $5 5 mdhon m other dauw

Coppel sald a number of the reject-,)
ed clams were fled by mvestors yho,
had slgned the loan guarantees and by;?
people who had recelved bogus loans
from b e The lawyers also succeed. ,,
ed m &sallowmg a $1.6 d o n c!aun,,
by the Internal Revenue Semce. ?

Fe~nblatt and Coppel's law flrm
billed the Kline est

. . " - _ _ _ - . --- - -21


