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 COME NOW Hugh Dickson and Marcus Wide (together, the “JLs”), the duly-appointed 

joint liquidators of Stanford International Bank, Ltd. (“SIB”) in SIB’s liquidation proceeding 

pending before the High Court of Antigua and Barbuda in Antigua (the “SIB Liquidation”), and 

file this Second Advisory regarding a Collaborative Claims Process Proposal and in Response to 

Court Questions, respectfully stating as follows: 

PROCEDURAL BACKGROUND 

 On April 25, 2012, this Court held a hearing (the “Hearing”) on the Receiver’s Amended 

Motion for Approval of Proof of Claim Process (the “Receiver’s Claims Motion”).  Docket No. 

1546.1  During the course of that hearing, the Court raised several issues, including inquiries 

regarding whether the JLs had filed claims against the Government of Antigua and Barbuda 

(“GOAB”), the advisability of converting the SEC Receivership into a bankruptcy, and the 

Department of Justice (“DOJ”) forfeiture proceedings, among other things.  Hearing Tr., pp. 9, 

22-23, 26-27. 

 On April 26, 2012, Malouf & Nockels, LLP (“Malouf”), as counsel to certain SIB 

depositors and Stanford Group Company clients, filed a Motion to Compel the Receiver and 

Joint Antiguan Liquidators to Implement a Single Claims Process (the “Motion”).  Docket No. 

1578.   Among other things, Malouf argued that the Court should order the JLs, as well as the 

Receiver, the Examiner, and the Official Stanford Investors’ Committee (“OSIC”) (collectively 

the “Receiver Parties”) to meet at the courthouse for a daylong meeting, for the purpose of 

reaching an agreement on a single claims process to be imposed by the Court on the JLs and the 

Receiver Parties.2   

1 The Receiver’s Claims Motion was filed and a hearing thereon was held in Securities & Exchange Commission 
(“SEC”) v. Stanford International Bank, Ltd., et. al., Case No.: 3-09-CV-0298-N, Docket No. 1470, at p. 4 (“SEC 
Receivership”). 
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 On May 12, 2012, this Court entered an Order approving the Receiver’s Claims Motion, 

Docket No. 1584, and an Order denying Malouf’s Motion.  Docket No. 1585. 

I. Collaborative Claims Process Between JLs and Receiver      

 While unable to respond prior to the Court’s May 12, 2012 Order denying Malouf’s 

Motion [Docket No. 1585], the JLs were in the process of preparing a response thereto, in the 

context of this Chapter 15 case, setting forth what, in their view, would be a fair and efficient 

manner of proceeding with a joint claims process that would avoid the duplication of expenses 

and unnecessary confusion for the SIB creditors/victims and addressing in additional detail, the 

other problems identified by the JLs in the Advisory of Objections to Receiver’s Amended 

Motion for Entry of an Order (I) Establishing Bar Date for Claims; (II) Approving Form and 

Manner of Notice Thereof; and (III) Approving Proof of Claim and Related Forms and 

Procedures for Submitting Proofs of Claim.  The JLs have developed a significantly less costly 

claims process,3 as compared to what the Receiver has represented his claims process will cost - 

which the JLs believe has been underestimated.   

 For example, while the Receiver contends that there are an expected 30,000 claims in the 

SEC Receivership, the JLs have determined that there are approximately 21,000 potential claims 

against SIB.  A sensible approach would be for the Receiver to administer the 9,000 non-SIB 

claims, and for the JLs to administer all SIB-related claims.  Additionally, some of the same 

2 In his Motion, Malouf states that the Receiver and the JLs have been “locked in a pitched battle over which of 
them would control management and disposition of the Receivership Estate.”  Motion, p. 3.  To be perfectly clear, 
and as the JLs have stated on numerous occasions, including in their proposed protocol on file with this Court, 
Docket No. 104, JL1, it is not, and has never been, the JLs’ intent to “control” the “Receivership Estate,” but rather, 
to work collaboratively with the Receiver as to optimize the recovery to SIB creditors/victims.  This simply is a 
strawman the Receiver’s counsel periodically sets up to justify the continuing deadlock while simultaneously 
bemoaning how “disappointed” they are that an agreement cannot be reached, while the consumption of the estate 
funds continues unabated. 
 
3 The JLs' estimated cost for their statutorily mandated claims process is approximately $950,000 versus the 
approximate $4 million initial estimate for the Receiver’s claims process. 
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procedures for the administration of claims by the JLs set forth fully in the Protocol previously 

proposed by them to the Receiver Parties also would be included.   

While the Court has approved the Receiver’s Claims Motion, the JLs express their 

continued willingness to reach a compromise with the Receiver on running a single claims 

process as to SIB creditors/victims along the general lines set forth, which  process is already 

well underway, in an effort to avoid the duplication, waste of resources and confusion that 

otherwise will imminently ensue.   

Nevertheless, in light of the problems identified below, the JLs believe they simply 

cannot support, and indeed must continue to resist, efforts by the Receiver and the DOJ to 

implement a claims and distribution process that is not in the best interests of the 

creditors/victims.  

II. No Cause of Action Currently Exists by the JLs Against the GOAB    

 At the Hearing, this Court asked counsel for the JLs4 whether the JLs had filed suit 

against the GOAB.   Hearing Tr., pp. 22-23.  The JLs would like to respond to this Court’s 

question.  The only bases for filing any such claim raised in these proceedings have been the 

alleged “taking” of properties belonging to SIB or Stanford-related entities, purported loans to 

non-SIB Stanford-related entities, and the alleged failure of the Financial Services Regulatory 

Commission (“FSRC”) of the GOAB to exercise appropriate oversight over SIB.  While the JLs 

are prepared to bring any viable actions that may exist at the appropriate time(s), the JLs are 

advised that no viable cause of action exists that may be brought, and collected upon, against the 

GOAB. 

4 Counsel for the JLs appeared at the Hearing solely in their capacity within this Chapter 15 case.  
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As an initial matter, the procedure for bringing claims against the GOAB is strictly 

regulated by the Civil Procedure Rules (“CRP”) of Antigua and Barbuda, which, in pertinent 

part, states that claims against GOAB must be brought in accordance with The Crown 

Proceedings Act, Cap. 121 (the “Crown Act”), of the laws of Antigua and Barbuda.5  CRP Part 5.  

In turn, the Crown Act provides that the GOAB may be sued in tort only under certain 

circumstances for allowed claims, which currently are not available to the JLs.  See Crown Act, 

Part 4(1)-(3).  The Crown Act further provides, among other limitations, that no orders of 

injunction, attachment, or for the recovery or turnover of property shall issue against GOAB.  Id., 

Part 16(1), Part 21(4), Part 23(1), Part 25(1).  Accordingly, any claims to be brought against the 

GOAB must fall within the foregoing Allowable Claims.6 

 As the Court knows, the JLs are the acting liquidators for SIB (and Stanford Trust 

Company Ltd. (Antigua)), not for Robert Allen Stanford (“Stanford”) individually nor any other 

Stanford-related entity.  In turn, as the JLs have stated repeatedly when the Receiver Parties have 

previously raised this issue, all of the property for which the GOAB issued a declaration under 

the Land Acquisition Act, Cap. 233, Laws of Antigua and Barbuda in the name of SIB, is already 

in the JLs’ possession, as the GOAB has abandoned the declarations as to such properties.  

Docket Nos. 105-1, p. 27; 107-1, pgs. 23-24.7  As to the non-SIB, Stanford-related entities, the 

5 The Crown Act provides for immunities along the same lines as those applicable to United States governmental 
entities under U.S. law, or what is otherwise provided for in the U.S. Foreign Sovereign Immunities Act.  
 
6 There is currently a class action pending against the GOAB, filed by a group of SIB investors, at least one of which 
is an OSIC member, based on, inter alia, the GOAB’s supposed knowledge of and involvement in the Stanford 
fraud, including alleged funds received by GOAB and its alleged conduct with respect to the FSRC and Leroy King.  
See Frank, et al. v. Commonwealth of Antigua and Barbuda, Case No. 3:09-cv-02165, filed July 13, 2009.  The 
GOAB has moved to dismiss that action on the basis of, inter alia, the Foreign Sovereign Immunities Act. 
 
7 There is no evidence that whatever corruption is alleged as against the GOAB extends to the High Court in 
Antigua before which the liquidation is pending.  To the contrary, the only evidence is that the Antiguan Court has 
been diligent and conscientious in this matter.  For example, the Antiguan Court replaced the former Joint 
Liquidators for cause based on misconduct committed in Canada, notwithstanding that such individuals had been 
endorsed by the FSRC; ordered the extradition of Leroy King, the former head of the FSRC, to the United States, 
which decision is on appeal; and entered a freezing order as to numerous Stanford and Stanford-related properties 
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JLs have obtained freeze orders or liens on all relevant properties, preventing their disposition 

without their knowledge and opportunity to object.  Docket Nos. 116-11, pp. 22-23; 107-1, p. 24. 

 With respect to purported loans owed by GOAB, it is undisputed that no such loans were 

ever on SIB’s books or due directly to SIB.   Docket Nos. 107-1, p. 18; 115-1, pp. 42-43; Recog. 

Hearing Tr., pp. 241-42.  Evidence exists that Stanford or Stanford-related entities other than SIB 

may have made loans or transferred funds to the GOAB.  Docket No. 115-1, pp. 41-42; cf. 

Hearing Tr., p. 33.  To the extent loans made by other Stanford-related entities or Stanford are 

traceable to SIB funds, the JLs  will take action to recover these funds for the benefit of the 

estate.  Docket No. 107-1, p. 18.8  The tracing of such funds, to the extent records exist in SIB to 

do so, is underway.  Unfortunately, since the JLs do not represent Stanford individually or these 

other entities, and the Receiver has not cooperated in the sharing of information to trace such 

loans (and assets), the process is taking longer than it otherwise should.  

As a secondary matter, even if such claims were marginally viable, the JLs have learned 

that the GOAB is in default with respect to its International Monetary Fund (“IMF”) obligations 

and had annual governmental revenue, in 2010, of approximately US$255 Million and expenses 

of US$259 Million.9  Thus, even if claims were available against the GOAB, the collectability of 

such claims is questionable, at best.  The JLs are not willing to spend any more of the Estate’s 

funds on what appear at this time to be low probability actions solely for optics and in derogation 

of their fiduciary duty to spend estate funds wisely.  

preventing their sale without the previous authorization of the JLs.  See Exhibits A and B attached to the Appendix 
filed contemporaneously with this Second Advisory. 

8 Though not registered on the books of SIB, evidence exists that at least $1.8 billion was transferred, perhaps as 
loans, to Stanford, which the JLs have pursued in a suit against him.  Docket Nos. 115-1, 13; p. 107-1, p. 19; Recog. 
Hearing Tr., p. 166.   
 
9 See http://www.economywatch.com/economic-statistics/Antigua-and-
Barbuda/General_Government_Revenue_National_Currency/; http://www.economywatch.com/economic-
statistics/Antigua-and-Barbuda/General_ Government_ Total_Expenditure_National_Currency/ (data for fiscal year 
2011 is not yet complete).  Exchange rate utilized is EC$2.7 per US$1. 
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III. The Receivership Has Not Been Converted to a Bankruptcy Simply Because the 
Receiver Refuses to Relinquish his Administrative Powers      

 During the Hearing held on April 25, 2012, this Court asked counsel for the Receiver 

why the entities that comprise the SEC Receivership had not been placed into bankruptcy.  

Hearing, pp. 26-27.  The Receiver’s counsel did not provide an adequate response.  Accordingly, 

and because of its importance to the creditors/victims, the JLs seek to answer that question for 

the Court.   

At the beginning of the SEC Receivership, the SEC moved for a temporary restraining 

order, as well as orders freezing assets, requiring an accounting, preserving documents, and 

authorizing expedited discovery.  SEC Receivership, Docket No. 5.  On February 16, 2009, this 

Court entered an Order appointing Ralph S. Janvey as Receiver for the SEC Receivership 

Defendants10 and all entities under their ownership or control (the “Receivership Order”).  The 

Receivership Order, in pertinent part, includes the following injunctive provision: 

10. Defendants, and their respective agents, officers, and employees and all 
persons in active concert or participation with them are hereby enjoined from 
doing any act or thing whatsoever to . . . interfere with the Receiver or to 
harass or interfere with the duties of the Receiver or to interfere in any manner 
with the exclusive jurisdiction of this Court over the Receivership Estate, 
including the filing or prosecuting any actions or proceedings which involve 
the Receiver or which affect the Receivership Assets or Receivership Records, 
specifically including any proceeding initiated pursuant to the United States 
Bankruptcy Code, except with permission of this Court.   

 
See SEC Receivership, Docket No. 10, p. 8 (emphasis added). 

Shortly thereafter, on March 11, 2009, the Receiver filed a Motion to Amend Order 

Appointing Receiver (the “Motion to Amend”).  Id., Docket No. 146.  The Receiver argued that, 

to carry out the duties assigned to him by this Court, the Receivership Order should be amended, 

inter alia, to: (1) provide that the Receiver has the sole and exclusive authority to petition for 

10 The SEC Receivership Defendants include: Robert Allen Stanford, James M. Davis, Laura Pendergest-Holt, 
Stanford International Bank, Ltd., Stanford Group Company, and Stanford Capital Management, LLC. 
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relief under the United States Bankruptcy Code, 11 U.S.C. §§ 101 et seq. (the “Bankruptcy 

Code”) for any and all Defendants; (2) clarify that under the original Receivership Order, all 

persons have been enjoined from filing involuntary bankruptcy petitions, or petitions for 

recognition of foreign proceeding under the Bankruptcy Code, and will continue to be so 

enjoined under the amended Order; and (3) enjoin all persons from seeking relief from the 

injunctions prohibiting bankruptcy-related filings for 180 days after entry of the amended Order.  

Id. at pp. 1-2.  Ironically, in his Motion to Amend, the Receiver represented to this Court that 

“[b]ankruptcy may turn out to be the best option for one or more Defendants, but it is too early in 

the Receivership process for anyone to accurately assess the potential benefits a bankruptcy 

might provide for the Defendants.”  Id. at p. 2.   

On March 12, 2009, this Court granted the Receiver’s Motion to Amend and entered an 

Amended Order Appointing Receiver (the “Amended Receivership Order”).  The Amended 

Receivership Order, included, among other things, the following provisions: 

6. The Receiver shall have the sole and exclusive power and authority to 
manage and direct the business and financial affairs of the Defendants, 
including without limitation, the sole and exclusive power and authority 
to petition for relief under the United States Bankruptcy Code, 11 U.S.C. 
§§ 101 et seq. (the “Bankruptcy Code”), for any and all Defendants.  
Solely with respect to the authorization to file and execution of a petition 
for relief under the Bankruptcy Code; without limiting any powers of the 
Receiver under applicable law and this Order; and irrespective of 
provisions in any Defendants’ corporate organizing documents, by-laws, 
partnership agreements, or the like, the Receiver shall be deemed to 
succeed to the position of and possess the authority of any party with 
power to authorize and execute the filing of a petition for relief under the 
Bankruptcy Code, including without limitation corporate directors, 
general and limited partners, and members of limited liability 
companies. . . . 

 
10. Creditors and all other persons are hereby restrained and enjoined, 

without prior approval of the Court, from: . . . 
 (e) The filing of any case, complaint, petition, or motion under the 

Bankruptcy Code (including, without limitation, the filing of an 
involuntary bankruptcy petition under chapter 7 or chapter 11 of the 
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Bankruptcy Code, or a petition for recognition of foreign proceeding 
under chapter 15 of the Bankruptcy Code).   

 
Id., Docket No. 157, pp. 6-8 (emphasis added). 

 On May 11, 2009 and September 9, 2012, a group of investors, represented primarily by 

OSIC member Peter Morgenstern, filed motions (Docket Nos. 367, 772) requesting that this 

Court modify the Amended Receivership Order (Docket No. 157) to enable the filing of an 

involuntary bankruptcy petition against the Stanford defendants (the “Bankruptcy Motions”).  

These Bankruptcy Motions were well founded, logical, timely, explained the benefits of a 

bankruptcy process, but were later vigorously opposed by the Receiver, the Examiner and the 

SEC.  Docket Nos. 420, 422, and 817.  On February 11, 2010, this Court held a hearing in 

connection with the Bankruptcy Motions.  At that hearing, lead counsel for the Receiver 

represented to this Court that “to put literally all hundred-plus Stanford entities into one 

[bankruptcy] filing is in and of itself an enormous costly expense that would take many weeks 

simply to prepare the paperwork to be ready to go.”  Bankruptcy Mtn. Hearing, p. 21, lines 3-6.  

The Court indicated that, “one of the things that I'm thinking as a potential alternative is to tell 

Mr. Janvey, I'm going to give you a window to file a voluntary Chapter 11 here in the Northern 

District, and 90 days from now I'm going to delete the paragraph that enjoins other people from 

filing. So you've got a 90-day window to get yourself organized and file.”  Id. at p. 6.  While it is 

obvious from the transcript of the hearing that the Court was struggling with what was being 

presented as difficult choices, had the Court followed this course, it seems without doubt that this 

case would have been in bankruptcy long ago.  Ultimately, the injunction was not lifted and these 

Bankruptcy Motions were denied as moot by the Court after an agreement was reached between 

the parties (with the consent of the Examiner) allowing for the formation of the OSIC, by which 
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the OSIC was authorized to prosecute certain actions on behalf of the Receivership Estate on a 

contingency basis (25% success fee) in exchange for dropping the Bankruptcy Motions. 

Subsequently, on January 14, 2010, the SEC and the Receiver filed a Joint Motion for 

Entry of Second Amended Order Appointing Receiver (the “Joint Motion”).  Id., Docket No. 

958.  The Joint Motion sought to amend the Amended Receivership Order to, among other 

things, provide that the Receiver’s exclusive authority to file bankruptcy petitions applies only to 

the corporate, and not the individual, defendants.  The Receiver argued that, as a result of his 

investigation, he had determined that it is not necessary for him to file bankruptcy petitions on 

behalf of any of the individual defendants.  Id.  On July 19, 2010, this Court granted the Joint 

Motion and entered the Second Amended Order Appointing Receiver (the “Second Amended 

Receivership Order”). 

As outlined above, at the insistence of the SEC and then the Receiver, this Court enjoined 

everyone, except the Receiver, from filing a voluntary or involuntary petition under the 

Bankruptcy Code.  Accordingly, the answer to the Court’s April 25, 2012 inquiry as to why the 

Receivership has not been converted into a bankruptcy is simple:  the Receiver has the exclusive 

power to do so and, in the three plus years that this case has been pending, he has refused to do 

so.   

The Receiver's reasoning is self-evident.  During the April 4, 2012, hearing before this 

Court, in response to this Court’s question why the Receivership should not be converted into a 

bankruptcy proceeding, the Receiver’s lead counsel, Kevin Sadler, responded that doing so 

would not be advisable because, inter alia, “there would be probably a forced change in 

administration.”  Fee Hearing, p. 47, lines 4-20.  Mr. Sadler's position, however, is uninformed.   

The JLs, and indeed the SEC, are aware of a recent SEC Receivership in the Northern District of 

Texas involving a sizable Ponzi scheme where the Receiver served in a dual capacity as both the 
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SEC Receiver and Chapter 11 Trustee for 28 separate debtors.  The bankruptcy process resulted 

in a prompt and effective resolution of a large and complicated bankruptcy/receivership 

involving 35 separate entities and individuals.  The Receiver and his retained professionals thus 

steadfastly cling to the “floundering estate,” at the expense and to the detriment of all the 

victims/creditors, who would be better served by the efficient and effective procedural 

framework available under the Bankruptcy Code.   

Tellingly, through December 31, 2011, the Receiver has spent approximately $62 million 

in fees and costs to professionals and an additional $50.3 million in “winding up” costs, which 

winding up costs have never been itemized or explained.  Moreover, the Court-appointed 

Examiner has been paid $1.6 million through January 31, 2012.   This might explain, in part, 

why the Receiver, his counsel, and the Examiner remain so steadfastly opposed to the conversion 

of the SEC Receivership to a bankruptcy.  Their obvious lack of bankruptcy experience or 

expertise might also be a factor. 

In fact, converting the Receivership into a bankruptcy proceeding (or at least some of the 

entities which have no assets) would be a relatively simple and inexpensive task.  Indeed, no 

more than 10 of the 145 Stanford-related entities identified by the Receiver had assets at the time 

of the Receiver’s February 16, 2009, appointment.  Docket No. 1546-8.    Contrary to the 

Receiver’s prior representations to this Court, the overwhelming majority of the Receivership 

Entities have no assets, and therefore need not be administered at all, in bankruptcy or 

otherwise.  To the extent Receivership Entities have distributable assets, then those entities 

should be placed into a Chapter 7 bankruptcy, whereby the creditors of each entity would be 

allowed to file proof of claims against the particular entity, and receive a distribution pursuant to 

the priorities set out in the Bankruptcy Code.  Moreover, the bankruptcy process allows for joint 

administration of cases and has the established process of substantive consolidation that is 

Case 3:09-cv-00721-N   Document 167    Filed 05/11/12    Page 13 of 24   PageID 12977



JOINT LIQUIDATORS’ SECOND ADVISORY RELATING TO A COLLABORATIVE CLAIMS PROCESS PROPOSAL AND 
RESPONDING TO COURT QUESTIONS             11

available in appropriate circumstances (although this is not such a case).  Finally, the bankruptcy 

process has a mechanism for claim estimation and, through 11 U.S.C. § 505, the ability to 

challenge tax liability on an expedited basis.  This case cries out for bankruptcy experience to 

work through these issues, most of which are self-evident to insolvency professionals. 

As this Court seemed to recognize at the Hearing, as currently structured, and approved 

by this Court, “there is an attempt to distinguish which entity the claim is against.  And so I 

assume that we have not yet crossed that bridge [of substantive consolidation], that the 

information is available to allocate separately if that's ultimately what happens.”  Hearing, pp. 

24-25.  With the deepest respect to the observations of the Court, the Receiver put the “cart 

before the horse.”   As argued by the JLs in their Advisory, Docket No. 158, aggregation makes 

no sense when as here, it would work to the substantial detriment of many victims/creditors, and 

the benefit of very few.  Indeed, the Receiver has not set forth any argument in support of 

substantive consolidation, nor does any such argument exist.11  As a result of the foregoing, the 

Receiver will spend millions of dollars reviewing claims for entities that have no assets and 

cannot pay claims in any event. 

IV. The Status of the IRS Tax Claim is Undefined and May Subsume the Entirety of the 
Funds Available for Distribution by the SEC Receivership     

On March 13, 2009, the United States Internal Revenue Service (“IRS”) filed a Motion to 

Intervene, Motion for Relief From Temporary Restraining Order/Preliminary Injunction to 

Allow Tax Court and Administrative Proceedings, Motion to Assess, and Motion to Compel Tax 

Return (the “IRS Motion”) .  SEC Receivership, Docket No. 170.  An Order Granting the IRS 

Motion was entered on April 17, 2009.  SEC Receivership, Docket No. 310.  It is without doubt 

11 Significantly, if the Receiver were to seek substantive consolidation (a concept he deployed extensively in the 
Chapter 15 hearing on December 21, 2011), the Receiver has yet to explain why Stanford, the admitted head of the 
alleged Ponzi scheme, would not be included in that consolidation and, in turn, why his creditors, including the IRS, 
would not have as much right as any other creditor to partake in any such distribution.  See infra. 
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that the IRS is a creditor under the Internal Revenue Code with claims, statutory assessments and 

liens against Stanford, his property and his rights to property for $226,645,537.00 in unpaid 

federal income taxes for the years 1999 through 2003. In its Motion, the IRS indicated that it 

“shall file a fairly significant claim against R. Allen Stanford.”  SEC Receivership, Docket No. 

170:7.  The IRS represented that this tax liability may increase in light of Stanford’s failure to 

file his income tax return for 2007.  Id.  In fact, the Order Granting the IRS Motion provides, in 

part, that “under 26 U.S.C. § 6871(a), the IRS, at its discretion and at any time, may immediately 

assess any deficiencies (together with all interest, additional amounts and statutory additions) 

determined by the Secretary against R. Allen Stanford relating to his liability for unpaid federal 

income (1040) taxes, if any, for tax years 1999-2008.” Id. at ¶3. 

At a hearing held on February 11, 2010, counsel for the Receiver stated: 
 

 “[a]s a practical matter, you’re absolutely right.  If you decide this 
afternoon that however this is done, by whom, it doesn’t matter, but at the 
end of the day the IRS bill gets paid first, yes, everybody gets wiped out.  I 
mean, think about it.  It’s – it’s $226 million, and we all know their 
penalties are double digit and all of that.  A fraction of that, even if you 
concluded, despite our arguments, that their claim was off by 80 percent, it 
would still largely wipe out the entire estate.”   

 
Bankruptcy Motions Hearing Tr., pg. 30-31.  Similarly, counsel for the SEC stated that, “if the 

[IRS] statutory lien is – is exercised, that wipes out the Estate.”  And, the Examiner likewise 

stated “I don’t know what their [the IRS’s] views of -- of their claim are.  I know it is huge.  I 

know it’s about three or four times the size of the available cash today.”  Id. at 44.  Putting aside 

whether that is even true, if so, it would mitigate against the so-called amalgamation.  The 

Receiver Parties were quick to draw this “amalgamation” sword to try and defeat the Chapter 15 

petition but seem to be cutting themselves to ribbons trying to get that sword back in the 

scabbard due to the IRS claim. 
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At the April 25, 2012, Hearing in connection with the Receiver’s Claims Motion, this 

Court asked counsel for the Receiver whether the IRS would file a claim and assert a priority 

position in the Receiver’s claim adjudication process, such that it would be meaningless to run a 

claims process because the IRS claims would entirely subsume any assets available for 

distribution.  Hearing, p. 7.  The Receiver’s counsel stated that the IRS “has never expressed the 

view that [it] is going to come in and try to take all the money the Receiver has accumulated. 

And I've expressed the view on behalf of the Receiver to him that we would never allow that 

willingly. So I have no information whatsoever that the [IRS] intends to come in and -- and 

establish a priority position.” Hearing, pp. 7-8.  This Court should not, however, rely on counsel 

for the Receiver's subjective interpretation of the IRS’s intent based on an admittedly dated 

discussion, and such statement should not be given any weight since the Receiver has neither 

authority nor standing to speak on behalf of the IRS.  Indeed, the Receiver’s proof of claim form 

has a designated checkbox for tax claims, evidencing the IRS’s and other taxing authorities' right 

to assert such tax liability claims.  SEC Receivership, Docket No. 1546-4.  Thus, the IRS need 

not claim a priority, but can simply share pro rata in any distribution and they still would take 

approximately 10 times the amount of the next largest creditor. 

The Receiver’s counsel did indicate that he would challenge any IRS claim that could 

wipe out the estates’ assets.  Counsel also pointed out that, according to his research, the IRS can 

only assert such claim against Stanford’s personal assets.  However, if, as the Receiver asserted 

at the December 21, 2011,12 evidentiary hearing, the estates should be aggregated because the 

fraud purportedly subsumed all the entities, such a position as to the IRS claims appears 

disingenuous and doomed to failure. 

12 The JLs now have written confirmation from the GOAB that it does not to intend to bring any claims in the SIB 
Liquidation as a claimant under the priority scheme contained in the International Business Corporation Act.  
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The ongoing uncertainty as to whether the IRS will seek to satisfy its tax liens and claims 

against Stanford out of the assets collected by the Receiver must be promptly adjudicated.  As 

this Court properly noted (and as the Receiver and other stakeholders such as the Examiner and 

the SEC have conceded), if the IRS were to pursue its claims against the assets of the 

Receivership Estate, the Estate could be entirely depleted and a claims process would be 

unnecessary.  The JLs, through their statutorily-mandated and ongoing claims process, do not 

have the risk of the IRS filing a claim that completely consumes or significantly depletes the 

estate.  It is for this reason, among others, that the JLs simply cannot support, and feel they must 

oppose, the flawed claims process being pursued by the Receiver. 

V. The “Administration” of Assets Frozen at the Direction of the Department of Justice 
Abroad by the SEC Receiver is Not an Established Fact      

The DOJ, through its Asset Forfeiture and Money Laundering Section, is seeking to 

forfeit (the “Forfeiture”) certain SIB assets (the “SIB Assets”) in the UK, Switzerland and 

Canada that the JLs believe belong to the SIB liquidation estate (the “SIB Estate”).  These 

Assets, however, are already the subject of the JLs’ claims process in the SIB Liquidation and 

can be promptly distributed once the funds are turned over to the JLs.   Should the DOJ and the 

JLs ultimately fail to come to an agreement, and should the DOJ fail to successfully forfeit the 

SIB Assets, the Receiver’s claims process will have succeeded in further draining funds from the 

SIB Estate.13   

Barring an agreement between the parties to resolve the outstanding issues regarding the 

SIB Assets, the DOJ’s Forfeiture creates an unnecessary burden on the SIB Estate and may 

ultimately lead to further harm to the SIB creditors/victims.  The DOJ’s pursuit of SIB Assets, 

which are already the subject of the JLs’ statutorily-mandated claims process in the SIB 

13 On May 4, 2012, the JLs sent a formal written proposal to the DOJ to expedite a resolution of these differences 
and a process for the distribution of the frozen funds as part of the JLs ongoing claims process.  
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Liquidation, is nothing more than a misguided effort that results in the continued victimization of 

the SIB creditors/victims.  The JLs have been recognized around the world as the proper parties 

to handle the liquidation of SIB.  The Receiver argued that he was the proper party to do so, and 

lost.  The DOJ’s efforts are a thinly disguised attempt to obtain the relief the courts of other 

countries refused to grant the Receiver.  The SIB creditors/victims should not suffer merely 

because the DOJ refuses to recognize the legitimacy of the JLs and/or their statutorily-mandated 

claims process (which has been vetted and is well underway), and which other courts around the 

world have already recognized. 

The Receiver’s counsel is fond of saying that the reason that the JLs are opposing the 

DOJ with regard to the Forfeiture of the funds frozen overseas is to secure funding for the SIB 

Liquidation.   This is particularly disingenuous when the Receiver Parties have spent over $112 

million of estate assets to recover just over $34 million net in contested assets.  In fact, it would 

not be surprising if the purported “deal” between the Receiver and the DOJ, SEC Receivership, 

Docket No. 1583, resulted from the intervention of the SEC with the DOJ to seek the latter’s 

assistance to recover the overseas funds in an attempt to rescue its appointed Receiver through 

the infusion of these funds into the Receivership Estate to make its recoveries look bigger and 

mask what has been called a “floundering estate” in the press.     

The Receiver and his counsel are wrong – “estate financing” is not the reason the JLs are 

opposing the DOJ’s Forfeiture process.  It is undisputed that the funds overseas came from 

SIB.   The testimony in the criminal trial of Stanford and by the SEC Receiver’s own expert 

witness before this Court bears this out.  SIB has never been charged or convicted of any 

criminal activity.  The bottom line is that these are SIB funds, not the property of Stanford.  The 

funds should be returned to SIB (for the benefit of the SIB victims/creditors and not other 
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Stanford entities) and, as has been argued before, can be administered faster, cheaper, and more 

fairly by the JLs than by the Receiver or anyone else.14   

And, that funding is required to run any successful liquidation is neither a secret nor a 

nefarious purpose underlying any conduct by the JLs here.  The JLs have been upfront and 

transparent and do not deny that any successful liquidation requires funding to achieve the best 

results for the victims by pursuing properly investigated, pled, and financed third-party 

claims.15  This is a fundamental pillar of insolvency practice.16  In fact, it is beyond argument in 

this case that the successful prosecution of such claims is the only way to augment the 

approximately $500 million in known assets and to attempt to distribute more than pennies on 

the dollar to victims/creditors.   

Indeed, it is unclear why the DOJ still is trying to forfeit these funds when it did nothing 

to forfeit funds of an identical nature in the United States.  A potential explanation is that the 

idea to deliver the funds to the Receiver has always been at the heart of the DOJ process, by 

which means, it, in turn, may have seen the only avenue to ensure participation of all US non-

victim creditors (including the IRS) in any potential distribution.   

Certainly, the Receiver and the DOJ have been less than forthright with respect to their 

dealings.  In response to direct questions from the JLs to both the Receiver and the DOJ as to 

14  It bears noting that the DOJ did not initially freeze the funds overseas.  In fact, the Swiss government froze the 
funds overseas and only after the Swiss government asked the DOJ for information did the DOJ respond and ask for 
the funds to be given to it through forfeiture.  This is also true of the funds in Canada, which were frozen by the 
government of the Province of Ontario, not at the request of the DOJ (in fact, to this day, there is no known Mutual 
Legal Assistance Treat (“MLAT”) request from the DOJ to the Canadian government in Ottawa or the Provincial 
Government in Ontario to freeze these funds).   Lastly, in this regard, the DOJ, by and through the SFO, did seek the 
forfeiture and repatriation of funds in the UK, but only after the former JLs had sought to take control over the funds 
in the SIB bank accounts from the banks in the UK directly.    
 
15 The JLs have received an offer for outside funding that could be revived if required and also have other funding 
opportunities that are being explored, but, as the JLs previously have stated, these alternative are at a substantial cost 
that may not be in the best interests of the victims/creditors.  
 
16 Until the Receiver filed claims against two law firms in reaction to pressure from the JLs, he had solely filed 
clawback claims, and no third-party professional liability claims. 
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whether there was any intent by the DOJ to give the frozen funds once obtained by the Receiver, 

both the Receiver and the DOJ originally denied any such intent existed.  In fact, on December 

20, 2011, the DOJ sent a letter to this Court in a very unorthodox manner for a non-party.  The 

letter stated:  “Because of the anticipated large number of victims, the Department intends to 

enlist the services of a private claims administrator who will be paid a flat-fee, which will ensure 

that the costs of administering the remission remain low.”    Docket No. 155.  Conversely, the 

JLs also recently learned that the stated purposes of at least one of the MLATs and the letter of 

request by the DOJ to the Attorney General of Ontario, dating back to 2009, was to obtain the 

funds to give them to the SEC Receiver (although the MLAT’s and Letters of Request are not 

available to the JLs). 

And, as of April 27, 2012, all doubt has been dispelled that such a deal exists “in 

principle” exactly to that effect.  SEC Receivership, Docket No. 1583.  Thus, the Receiver and 

the DOJ have either misrepresented the existence of this deal to the JLs, and possibly to this 

Court in the DOJ’s December 20 letter, or, to say the least, have been purposefully evasive.   To 

this end, the Court should require the DOJ and/or the SEC to make available for inspection all of 

the MLAT requests to the United Kingdom and Switzerland and the Letter of Request to the 

office of the Attorney General of Ontario as it appears misrepresentations of a serious nature 

have been made to this Court and to the JLs.   

Based on the foregoing, (and the specific items identified below), the JLs, in the exercise 

of their fiduciary duties, have no choice but to proceed with their efforts which are in the best 

interests of SIB's creditors/victims.  The knowledge that the DOJ intends to give any funds it 

may receive through forfeiture to the Receiver only deepens the JLs' resolve to oppose the 

forfeiture of the funds.  The reasons are straightforward: 
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 Avoiding Delay:  The DOJ still has to go through the criminal appeal of the 
conviction (although there is some discretion in this accorded to the Court) of 
Stanford and prevail there before it can even ask for the criminal forfeiture of the 
funds frozen overseas.  If the DOJ were to drop its attempt to forfeit those funds, 
the JLs could distribute no less than 80% of the liquid portion of them no later 
than September 30, 2012.   The Receiver has represented that he “thinks” he can 
make a distribution by year end, but as noted at the Hearing, the Receiver’s claim 
process has no mechanism to deal with the unliquidated and contingent litigation 
claims.  Fees Hearing Tr., p. 20; 
 

 Avoiding Dilution of Distribution Fund by non-victim creditors:  If the DOJ 
gives the funds to the Receiver, they will be shared with other non-victim 
claimants advancing at least $252 million in other claims as identified in the 
Receiver’s counsel’s letter to the Court of April 27, 2012.   In the SIB 
Liquidation, victims represent 99.916% of all potential claimants; 

 
 Avoiding Dilution of Distribution Fund by IRS:  If the DOJ gives the funds to 

the Receiver, they will be shared at least pro rata with the IRS (see section V 
supra) and possibly the IRS will have a priority lien on at least the first $226 
million recovered.   The IRS would have no claim at all in the SIB Liquidation; 
 

 Avoiding Alienation of Foreign Investors:  The claims process in the US is 
solely available in English despite the fact that over 70% of the victims live in 
Latin America.  In the SIB Liquidation, all documents and communications are in 
English and Spanish;  
 
 Avoiding Unjustified Submission to Jurisdiction.  To file a claim in the US 

Receivership, claimants must submit themselves to the jurisdiction of the US 
Court.   That is made clear in the claim form, which, as entered, provides:  “If 
you submit a Proof of Claim Form in this case, you consent to the jurisdiction 
of the District Court for all purposes related to this claim and agree to be 
bound by its decisions, including, without limitation, a determination as to the 
validity and amount of any claims asserted against the Receivership Entities. 
In submitting a Proof of Claim Form, you agree to be bound by the actions of 
the District Court even if that means your claim is limited or denied.” SEC 
Receivership Docket No. 166.  The DOJ, the SEC and the SEC Receiver 
know that due to concerns about confidentiality and cultural mistrust of 
government in general, a high percentage of the Latin American victims will 
likely not file claims in the SEC Receivership, while this is not the case in 
Antigua which has a greater commitment to protecting the privacy of these 
bank depositor victims by virtue of its legal regime; and  

 
 Avoiding Significant Unnecessary Fees.  If you read the fine print, the SEC 

Receiver is quoting in excess of $4 million to run its claim process.  The JLs have 
now administered about 1/3 of all the victim claims (7,000) and found that by 
using the cheaper labor available to them and by using some prior practices which 
apply a pragmatic approach in reviewing claims  (such as not spending too much 
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time on small claims), they can do the entire claims process for $950,000, which 
is less than ¼ of what the Receiver will spend. 

 
The DOJ has done a great job in prosecuting and convicting Stanford and making sure 

the overseas funds were not lost.  However, that work is done now.  If the focus were on what is 

in the best interest of victims/creditors, the JLs strongly believe that the funds should be 

distributed through the SIB Liquidation. 

VI. The Receiver Has Unnecessarily Obstructed the Joint Liquidators’ Investigation to 
the Detriment of all Victim/Creditors        

As alluded to, the Receiver has, at every opportunity, refused to cooperate with the JLs 

with respect to the production of documents necessary for the prosecution or investigation of 

actions.  For example, in late September 2011, the JLs wrote five U.S.-based law firms known, 

or believed, to have provided legal services to SIB during the relevant pre-liquidation period.  In 

those letters, the JLs, through their counsel, made a formal request “for documents belonging to 

SIBL or pertaining to the activities of SIBL or its agents.”  The JLs also requested “detailed trust 

account records for your representation of SIBL.”  The law firms responded, indicating that the 

Receiver had opposed production of such records to the former JLs and that he continued to 

oppose production of any such documents or records to the new replacement JLs, as a result of 

which they were not in a position to produce the documents requested.  The basis given was that 

the Receiver had “exclusive jurisdiction and control” over all “Stanford records.”17   

This position by the Receiver, and his affirmative instructions to the law firms to deny 

cooperation to the JLs, prejudiced and continues to prejudice the JLs’ investigation into the 

activities of SIB and its agents.  Indeed, this obstructionist conduct by the Receiver, when 

coupled with the pending Chapter 15 ruling, has allowed the passage of time to endanger claims 

17 See e.g., Exhibit C, attached to the Appendix filed contemporaneously with this Second Advisory. 
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that could benefit the creditor/victims.  Notwithstanding the foregoing, the JLs sought leave to 

file distinct and different claims against two U.S. law firms before this Court on the eve of the 

running of the statute of limitations.  Only after the JLs did so did the Receiver proceed to sue 

the law firms at issue in an action in Washington, D.C., later transferred to this Court, but, 

incredibly, not for the same claims that would have been pursued by the JLs.18   

Respectfully submitted this 11th day of May, 2012. 
 
MUNSCH HARDT KOPF & HARR, P.C. 
 
By: /s/ Joseph J. Wielebinski 
 Joseph J. Wielebinski (TX Bar No. 21432400) 
 3800 Lincoln Plaza 
 500 N. Akard Street 
 Dallas, Texas  75201-6659 
 Tel.: (214) 855-7500; Fax: (214) 855-7584 
 jwielebinski@munsch.com 
 

 -and- 
 

ASTIGARRAGA DAVIS 
Gregory S. Grossman 
Edward H. Davis, Jr. 
701 Brickell Avenue, 16th Floor 
Miami, Florida 33170 
Tel.: (305) 372-8282; Fax: (305) 372-8202 
ggrossman@astidavis.com 
edavis@astidavis.com 
 

  -and- 
 

HUSCH BLACKWELL LLP 
Christopher J. Redmond 
4801 Main Street, Suite 1000 
Kansas City, MO  64112 
Tel.: (816) 983-8000; Fax: (816) 983-8080 
christopher.redmond@huschblackwell.com 
 
COUNSEL FOR HUGH DICKSON AND 
MARCUS WIDE, JOINT LIQUIDATORS 
OF STANFORD INT’L BANK, LTD.

18 The Receiver has expressed that tolling agreements with two other law firms exist.  
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CERTIFICATE OF SERVICE 

The undersigned hereby certifies that, on this 11th day of May, 2012, he caused a true 
and correct copy of the foregoing document to be served on all parties requesting electronic 
notice via the Court’s ECF system as well as on the following parties via electronic mail: 

 
Counsel for the Securities and Exchange 
Commission 
David B. Reece 
D. Thomas Keltner 
J Kevin Edmundson 
Michael D King 
Steve J Korotash 
US SECURITIES AND EXCHANGE 
COMMISSION 
Burnett Plaza, Suite 1900 
801 Cherry Street, Unit 18 
Fort Worth, Texas 76102-6882 
Email: reeced@sec.gov  
Email: keltnerd@sec.gov  
Email: edmundsonk@sec.gov  
Email: kingm@sec.gov  
Email: korotashs@sec.gov  
 

Counsel for Receiver Ralph S. Janvey 
Kevin M. Sadler 
David T Arlington 
Robert I Howell 
BAKER BOTTS LLP 
98 San Jacinto Boulevard, Suite 1500 
Austin, Texas 78701 
Email: kevin.sadler@bakerbotts.com  
Email: david.arlington@bakerbottscom  
Email: robert.howell@bakerbotts.com  
 
Court Appointed Examiner 
John J. Little 
LITTLE PEDERSEN FANKHAUSER LLP 
901 Main Street, Suite 4110 
Dallas, Texas 75202 
Email: jlittle@lpf-law.com 

Counsel for the Official Stanford Investors 
Committee 
Peter D. Morgenstern 
BUTZEL LONG, P.C. 
380 Madison Avenue 
New York, New York 10017 
Email: morgenstern@butzel.com  
  

 

 
  /s/ Joseph J. Wielebinski    

Joseph J. Wielebinski 
 

MHDocs 3805543_1 12286.1
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DALLAS DIVISION 

In re: 
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LTD., 
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Civil Action No. 3:09-CV-0721-N 

 

APPENDIX IN SUPPORT OF JOINT LIQUIDATORS' SECOND ADVISORY ON A 
COLLABORATIVE CLAIMS PROCESS PROPOSAL AND RESPONSE TO 

QUESTIONS FROM THE COURT  

Pursuant to Local Rule 7.1(i), the Joint Liquidators hereby submit their appendix in 

support of their Second Advisory on a Collaborative Claims Process Proposal and Response to 

Questions From the Court in this action. 

Exhibit Description of Document Appendix Nos. 

A February 5, 2012 Judgment 1-28 

B July 28, 2011 Order  29-48 

C October 20, 2011 Correspondence  49-50 
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