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Court File No. CV-12-9780-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

MARCUS WIDE of Grant Thornton (British Virgin Islands) Limited and HUGH
DICKSON, of Grant Thornton Specialist Services (Cayman) Ltd., acting together herein in their
capacities as joint liquidators of Stanford International Bank Limited

Plaintiffs

-and -

THE TORONTO-DOMINION BANK
Defendant

AFFIDAVIT OF WOLFGANG MERSCH

(motion for summary judgment)

I, Wolfgang Mersch, of the City of Toronto in the Province of Ontario, MAKE OATH

AND SAY:

Introduction

1. I am currently Deputy Global Anti-Money Laundering Officer, Wholesale and Corporate
at TD Bank. I was formerly Managing Director and Head of the Global Transaction Banking
department at TD Bank. In that latter role, I was ultimately responsible for TD Bank’s
relétiénship with SIB. As such, I have knowledge of the matters to which I hereinafter depose,
except where I expressly indicate that I have obtained information from others in which case I

believe such information to be true.



2. I am the deponent of a prior affidavit sworn on October 10, 2014 in support of TD Bank’s
motion for summary judgment (my “First Affidavit™). Capitalized terms not otheryﬁse defined
herein have the meanings ascribed to them in‘my First Affidavit. [ swear this Affidavit in
response to a number of affidavits filed by the Joint Liquidators. .In particular, I swear this
affidavit in response to the factual assertions made in the affidavits of Beverly M. Jacobs, sworn
November 13, 2014, (the “Jacobs Affidavit”) Omari Osboﬁrne, sworn November 13, 2014, (the
“Oshourne Affidavit™), Marcus A. Wide, sworn November 28, 2014, (the “Wide Affidavit”),
William R. Tacon, sworn Deceinber 15, 2014 (the “Tacon Affidavit”) and John Carrington,
Q.C., sworn December 16, 2014 (the “Carriﬁgton Affidavit”) (collectively, the “Joint

Liquidators’ Affidavits”).

3. Unless otherwise specified herein, the documents exhibited to this affidavit were obtained
by TD Bank’s counsel from filings in the Courts of the United States, Québec, Alberta and

Ontario.

SIB’s. Fraud Was Well Known and a Matter of Public Record after the Freeze Order in

February 2009

4, At paragraph 88 of the Jacobs Affidavit, it is asserted that as of the time.of the Ereeze
Order “no SIB personne] were discussing with [Ms. Jacobs] the possibility that SIB was in any
way involved with a fraud or any wrong doing.” Ms. Jacobs states that her “understanding was
only that SIB was having certain financial issues.” Ms. Jacobs goes on to depose, at

paragraph 90, that she “did not have any information on any of the allegations of %raud that were

being made concerning SIB and Stanford”. At paragraph 87 of her affidavit, Ms. J acobs refers to



an email she received from SIB’s US Receiver, Ralph Janvey, although the email itself was not

exhibited to her affidavit.

5. I am advised by Junior Sirivar, a Partner at McCarthy Tétrault LLP, that upon review of
the Jacobs Affidavit, a request was made for the email referred to at paragraph 87. A copy of
Mr. Sirivar’s request dated December 14, 2014 is attached as Exhibit “A” to the Affidavit of

Peter R. Wiltshire, sworn January 16, 2015 (the “Second Wiltshire Affidavit™).

6. A copsf of the email referred to in paragraph 87 of the Jacobs Affidavit was produced in
response to Mr. Sirivar’s request and is attached as Exhibit “C” to the Second Wiltshire
Affidavit. As aiapears therefrom, and contrary to Ms. Jacobs’ assertions, Mr. Janvey expressly
advised all of SIB’s employees, including Ms. Jacobs, of the allegations against SIB on February

17,2009. Mr. Janvey noted:

14

You have all seen press reports during the past week regarding
investigations into our company’s operations. On February 17,
2009, the U.S. District Court for the Northern District of Texas,
Dallas Division, appointed a Receiver to take control of the assets
and records of Stanford International Bank, Ltd.; Stanford Group
Company; Stanford Capital Management, LLC; Ms. Laura
Pendergest-Holt; Mr. James M. Davis and Sir Allen Stanford (the
“Defendants™). The Court’s order covers all records and assets of
each Defendant, including all entities that they control. Therefore,
it applies to all companies in the Stanford Financial Group.

The order authorizes the Receiver to ‘have complete and exclusive
control, possession, and custody’ of these assets as well as ‘any

~ assets traceable to assets owned by’ the Receivership Estate. The
order was issued in connection with a lawsuit by the Securities and
Exchange Commission, which alleges that the Stanford
companies have conducted a multi-billion fraudulent
investment scheme.

Many of you were provided a copy of the Order Appointing
Receiver earlier today. Those that received a communication from



the Receiver also received a copy of a Temporary Restraining
Order, Order Freezing Assets, Order Requiring an Accounting,
Order Requiring Preservation of Documents, and Order
Authorizing Expedited Discovery.

b4

7. Moreover, SIB’s fraud was a matter of public record. On February 19, 2009, only three
days after the U.S. District Court in Dallas, Texas issued the Freeze Order, the United States
Securities and Exchange Commission (the “SEC” or the “Commission™) issued a press release
announcing that it had:

“... on February 17 charged Robert Allen Stanford and three of his

companies, alleging a fraudulent, multi-billion dollar investment

scheme. Stanford’s companies include Antigua-based Stanford

International Bank (SIB), Houston-based broker-dealer and

mvestment advisor Stanford Group Company (SCG), and

investment advisor Stanford Capital Management. The SEC also

charged SIB chief financial officer James Davis and Stanford

Financial Group chief investment officer Laura Pendergest-Holt in
the enforcement action.”

8. A cbpy of the SEC’s press release titled, “SEC Statement on the Case against R. Allen

Stanford”, dated February 19, 2009 is at Exhibit “A”,

9. As stated in the press release, the SEC also publically disclosed the details of its

allegations against SIB and Stanford by providing links to copies of:

1 its detailed civil complaint, filed in the United States District Court for the

Northemn District of Texas, Dallas Division (Exhibit “B”);

(ii)  adetailed “Memorandum of Law” in support of its ex parte motion for a
temporary restraining order, a preliminary injunction and other emergency
relief (Exhibit “C”);

(iii)  the Freeze Order (Exhibit “B” to my First Affidavit); and



(iv)  the court order appointing Ralph Janvey as receiver over SIB and all other

- Stanford-owned entities (Exhibit “D”).

10. Thus, the precise bases for the SEC’s allegations that SIB, Stanford and others had
engagéd in fraud were made publically available by the SEC on February 19, 2009. Indeed, as
appears from the SEC’s civil complaint, the SEC outlined detailed allegations of a fraudulent
scheme perpetrated by SIB, Stanford Group Company, Stanford Capital Management, R. Allen
Stanford, James Davis and Laura Pendergest-Holt. The essence of the SEC’s complaint is
descﬁbed therein as follows:

“The Commission seeks emergency relief to halt a massive,
ongoing fraud orchestrated by R. Allen Stanford and James Davis
and executed through companies they control, including Stanford
International Bank, Ltd. (“SIB”) and its affiliated Houston-based
investment advisor, Stanford Group Company (“SGC”) and
Stanford Capital Management (“SCM”). Laura Pendergest-Holt,
the chief investment officer of a Stanford affiliate, was
indispensable to this scheme by helping to preserve the appearance
of safety fabricated by Stanford and by training others to mislead
- investors. For example, she trained training [sic] SIB senior
investment officer [sic] to provide false information to investors.

Throughout this fraudulent scheme, SIB, acting through a network
of SGC financial advisors, has sold approximately $8 billion of
self-styled ‘certificates of deposit’ by promising high return rates
that exceed those available through true certificates of deposits
offered by traditional banks.”

11.  Moreover, as appears from the SEC’s Memorandum of Law (Exhibit “C”), the SEC

sought (and obtained) injunctive and ancillary relief which included:

@) An order freezing assets to “ensure that sufficient funds are available to
satisfy any final judgment the Court might enter against [SIB] and to

ensure a fair distribution to investors” (page 31);



(i)

(iii)

(iv)

el

An order prohibiting the movement, alteration and destruction of books

and records and an order expediting discovery (page 32);

An order requiring the defendants, including SIB, to make an immediate
accounting to “enable the Commission to determine more accurately the

scope of the fraud and disposition of investor funds” (page 33); and

The appoinﬁnent of a receiver to “marshal, liquidate and distribute assets
to the victims of the Defendants’ scheme [which was] especially
warranted in light of the defendants’ efforts to shield relevant financial
data and other key documents from independent review, the recent effort
to remove operations from the United States, and recent largé liquidations

by lying to investors seeking to redeem their CD’s™ (page 34).

12.  As appears from Exhibit “D” hereto, the Court granted Mr. Janvey broad powers which

included the power to:

@

(i)

“Institute such actions or proceedings|,] to impose a constructive trust,
obtain possession, and/or recover judgment with respect to persons or
entities who received assets or records traceable to the Receivership

Estate. ...” (paragraph 5(¢)); and

“Institute, prosecute, compromise, adjust, intervene in, or become party to
such actions or proceedings in state, federal or foreign courts that the
Receiver deems necessary and advisable to preserve the value of the
Receivership Estate, or that the Receiver deems necessary and advisable to

carry out the Receiver’s mandate under this Order and likewise to defend,



compromise, or adjust or otherwise dispose of any or all actions or
proceedings instituted against the Receivership Estate that the Receiver
deems necessary and advisable to carry out the Receiver’s mandate under

this Order.” (paragraph 5(i)).

13. Within days of the SEC’s announcement, the Former Officeholders, through their UK
counsel, wrote to the TD Bank advising that “injunctive proceedings [had been] initiated in the
USA?” and that “the [SEC] ha|d] obtained the appointment of a separate receiver to oversee the

assets of all Stanford entities.” The Former Officeholders also stated:

[14

We understand that you hold assets or accounts in the name, or
otherwise for the benefit, of SIB. We should be grateful if, as a
matter of urgency, you could confirm details of all assets or
accounts that you hold for SIB and the balances on those accounts.
We understand that as at 19 February 2009, you hold at least four
accounts for SIB, the details of which are as follows:

Account No. . Currency | USD Conversion
036001 2161573 CAD 1,108,221.92
0360 01 2161670 USD 17,146,696.77
0360 01 2224235 USD 312,794.07
0360 01 2300380 CAD . _ 350,950.04
Total 18,918,662.80

2

14. A copy of the letter from the Former Officeholders’ UK counsel, dated February 22,

2009, is at Exhibit “E”.

15.  The SEC’s announcement that it had charged Stanford, STB and others with fraud was

also a matter of international news in the weeks and months that followed. Copies of press



.

articles from February 2009 are at Exhibit “F”. As appears therefrom, TD Bank’s role as
correspondent bank for SIB was also a matter of public record:
“As regulators around the world froze assets belonging to Texas
billionaire Allen Stanford, Toronto-Dominion Bank has emerged
as a significant player in Mr. Stanford’s far flung financial empire

that is now under investigation by the U.S. Securities and
Exchange Commission.

Court filings indicate that TD was one of three banks that provided
financial services to Stanford International Bank Ltd. [SIB] and
show at one point in 2006, Stanford entities had more than

$160 million in various TD accounts.”

The Former Officeholders Undertook a Thorough Investigation of SIB’s Affairs in the Spring of
2009 : :

16. . The Plaintiffs did not rely on any affidavits from the Former Officeholders in their
response to this motion, despite the fact the Former Officeholders have “cooperated fully with
[the Joint Liquidators]” and “made members of their staff available to [the Joint Liquidators].”
A copy of a communication to the creditors of SIB signed by Messrs. Wide and Dickson is

attached as Exhibit “G”.

17.  Inthe result, I am advised by Mr. Sirivar that he undertook searches of court files in the
United States, Ontario, Alberta and Québec in various SIB related proceedings. Mr. Sirivar
advises that these searches identified a number of affidavits and declarations sworn by the

Former Officeholders in the Spring of 2009 in some of those jurisdictions.

18.  Iam further advised by Mr. Sirivar that through his investigations he came to learn that
the court files in the United Kingdom and Antigua are not accessible for public search.
However, Mr. Sirivar identified at least 6 affidavits sworn by the Former Officeholders in

proceedings in the United Kingdom and Antigua between February 2009 and June 2009.



19. _Accordingly, on January 7, 2015, Mr. ‘Sirivar made a request for production of these
affidavits and documents, all of which relate to the activities of the Former Officeholders in the
Spring of 2009. A copy of Mr. Sirivar’s email request is attached as Exhibit “B” to the Second
Wiltshire Affidavit. The affidavits and other information produced by the Plaintiffs in response
to Mr. Sirivar’s request comprise virtually the entirety of the five volume “Second

Supplementary Responding Motion Record of the Plaintiffs”.

20.  As described in greater detail below, the affidavits and documents obtained by McCarthy
Tétrault through various court searches, as well as the documents contained in the Second

Supplementary Respoﬁding Motion Record of the Plaintiffs reveal that the Former Officeholders
undeﬁOOk a thorough investigation of SIB’s affairs and were well aware of SIB’s fraud (and TD

Bank’s relationship with SIB) by the Spring of 2009.

21. For instance, in a declaration dated April 20, 2009 and filed in the United States District
Court for the Northern District of Texas, Dallas Division, in support of the Former
Officeholders’ petition for recognition of a foreign main proceeding pursuant to Chapter 15 of
the United States Bankruptcy Code, Mr. Hamilton-Smith outlined the scope and extent of the

Former Officeholders’ investigations into SIB’s affairs as follows:

) “Through my extensive work as a Joint Receiver-Manager of SIB, I have
become familiar with [SIB]’s day-to-day operations, assets, financial

conditions, business affairs and books and records” (paragraph 2);

(i)  “Pursuant to our appointment as Joint Receiver-Manager, we and the team
from Vantis Business Recovery, have been based at SIB’s headquarters in

St. Johns, Antigua, since February 20, 2009. We have undertaken an



(i)

(iv)

)
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enormous amount of work in that time and have gained a deep
understanding of SIB’s business, its assets, its liabilities and its customers
from our analysis of SIB’s records, computer systems, and IT databases,

and our interviews of key members of SIB’s staff” (paragraph 11);

“We have been carrying out investigations to identify assets held by SIB,
including cash balances, investment assets and non-investment assets.

The investigation has involved not only analyzing SIB’s records but also
communications with approximately 68 financial institutions and
companies to obtain confirmation as to cash, bonds, equities and other
investments they are holding on behalf of SIB. We have also
communiéated with regulators in Ecuador, Colombia, Canada, Mexico and
the lawyers acﬁng for US Receiver about the relationship between SIB

and other entities in the Stanford group” (paragraph 13);

“...[W]e have been carrying out a forensic investigation to seek to identify
claims and recover assets from other entities for the benefit of SIB’s

creditors...” (paragraph 14); and

“...[W]e have sent a team of accountants and specialist IT technicians to
SIB’s sales office in Montreal, Canada to dismiss staff, deal with local
legal issues in conjunction with local legal counsel, and ensure that all
files and paperwork had been stored and IT equipment has been imaged
and safe-guarded. We are currently arranging for the sale of assets located
in the Canada office, which are limited to office and IT -equipment. In the

course of dealing with SIB’s assets in Canada, the [Former Officeholders]
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were recognized by the Superior Court in Québec for the District of \ \
Montreal which granted the [Former Officeholders] the power to take
custody and control over SIB assets in Canada, and acted to terminate the

Montreal lease” (paragraph 16).

22. A copy of Mr. Hamilton-Smith’s declaration dated April 20, 2009 is attached at

Exhibit “H”.

The Former Officeholders’ Own Independent Investigation Confirmed That SIB Had Engaged in
Fraud '

23. . The “enormous work™ and “forensic investigation” carried out by the Former
Officeholders’ confirmed SIB’s fraud. In an affidavit sworn on May 18, 2009 in support of the
Former Officeholders’ application for recognition of the Antiguan liquidation proceedings as
foreign main proceedings in the United Kingdom, the Former Officeholders made it clear that, as
of theA date of the swean'ﬁg of that affidavit, they had concluded that SIB had been part of a
“massive Ponzi scheme.” As appears from paragraph 11(a) of the “Second Affidavit of Nigel
Hamilton-Smith” (the “Second Hamilton-Smith UK Affidavit”), the Foﬁner Officeholders’
investigation led them to conclude that “SIB [had] engaged in a fraud on its customers...”. Mr.
Hamilton-Smith also:

“... [did] not dispute that the findings of the US Receiver to date

are consistent with the SEC’s allegation that SIB and other

Stanford group companies were involved in a massive “Ponzi”

scheme. [The Former Officeholders’] own findings to date [were]
also consistent with that allegation.”

24. A copy of the Second Hamilton-Smith UK Affidavit is at Exhibit “J2” to the Second

Wiltshire Affidavit.



-12-

25. The Second Hamilton-Smith UK Affidavit also reveals that the Former Officeholders:

(1) Had a detailed understanding of the Stanford group companies’ corporate

structures (paragraph 11(b) and Exhibit “RSJ10” thereto);

(i1) Were aware “that Antiguan law [did] not permit SIB... to accept deposits
from Antiguans.” In the result, “investors were required to transfer
money, on purchasing CDs, either to Canada (the Toronto-Dominion
Bank) or the United Kingdom (HSBC Bank PL.C)” (paragraph 11(c) and

(d)); and

(ii1))  Were aware that TD Bank held approximately $19,000,000 of “Tier 1
covered cash balances”, which represented 41% of the total Tier 1 covered

cash balances held by SIB (paragraph 36).

26.  The Second Hamilton-Smith Affidavit also confirmed that the Former Officeholders had
a thorough understanding of the precise manner in which the correspondent banks, including TD
Banlg were involved in the receipt and disbursement of funds related to the purchase and/or sale
of SIB certificates of deposit. The Former Officeholders explained their understanding at
paragraphs 43 and 44:

“The purchase of CDs by customers resulted in the injection of
funds into SIB, and clients were instructed to pay their money into
various banks located around the world, none of which was in the
US. The banks were in Canada and in England and US$ cheques
were directed to be sent to SIB in Antigua, which were forwarded
onto Bank of Houston to be cashed. The other normal operating
accounts of SIB were also located in the US, Antigua and Panama.

So far as redemptions are concerned, at the time of the maturity of
a CD or upon withdrawal by a client, in accordance with the terms
of a CD, the client would notify SIB (in Antigua) in writing of
their desire to withdraw funds. The instruction was processed by
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the client transaction team which produced Swift payment transfers - ] 3
from Antigua for the Toronto-Dominion bank account in Canada

or the HSBC account in England, upon being checked by a

supervisor, these instructions were issued to the bank in question.”

27.  Atparagraph 54, the Former Officeholders go on to confirm their understanding that:
“It is true that the banks used by SIB for the purposes of receiving

cash from, and making payments to, customers where its accounts
with Toronto-Dominion Bank in Canada and HSBC in England.

2

28.  The Former Officeholders’ application for recognition of the Antiguan liquidation
proceeding as the foreign main proceeding in the United Kingdom was granted by Judgment
dated July 3, 2009. A copy of the Apptoved Judgment of Mr. Justice Lewison of the High Court

of Justice, Chancery Division, Companies Court dated July 3, 2009 is at Exhibit “T”.

The Joint Liquidators’ Present Counsel Commenced Actions Against SIB and TD Bank

29.  AsIdeposed at paragraph 8 of my First Affidavit, on February 25, 2009 Bennett Jones
LLP commenced a putative class action in the Alberta Court of Queen’s Bench against SIB and
certain of its principals. Bennett Jones LLP provided the Former Officeholders with notice of

the putative class action on March 6, 2009.

30. Attached at Exhibit “M1” to the Second Wiltshire Affidavit is a letter dated March 6,
2009 from Bennett Jones LLP to the Former Officeholders, enclosing a copy of the Dynasty
Plaintiffs’ putative class proceeding against SIB. As appears therefrom, Bennett Jones LLP
noted;

“We are solicitors in Canada who have commenced class
proceedings in Canada for those Canadians who have investments
with Stanford International Bank Ltd. and its affiliated companies.
The class proceeding we have commenced also names as
defendants Messrs. R. Allen Stanford and James M. Davis and Ms.
Laura Pendergest-Holt. Attached is a copy of the Statement of
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Claim we filed on February 25, 2009 in respect of this class
proceeding in the Court of Queen’s Bench of Alberta in the ) ] Af
Province of Alberta, Canada.

We understand that Vantis PLC, and in particular, the Vantis

Business Recovery Services Division, has been appointed by the

Financial Services Regulatory Commission in Antigua and

Barbuda as receivers of Stanford International Bank Ltd. and

Stanford Trust Company Ltd.

As class counsel for Canadian investors in this matter, we ask that

you contact us should there be any developments that affect or

could affect the rights of the investors we represent.”
31.  Inaddition, on April 17, 2009, Bennett Jones LLP commenced an action in that same
court against TD Bank on behalf of the Dynasty Plaintiffs in which it was alleged, at paragraph
21, that:

“... TD Bank acted as a correspondent banks [sic] for [a number of
companies, including SIB] and thereby became involved in the
tortious acts of those companies so as to facilitate the wrongdoings
alleged in the [Dynasty Action, attached as Exhibit “L” to my First
Affidavit]...”. '

32. A copy of the Dynasty Plaintiffs’ Statement of Claim against TD Bank is at Exhibit “M”

to my First Affidavit.

33.  As appears from Exhibit “M2” to the Second Wiltshire Affidavit, Bennett Jones LLP
provided the Former Officeholders’ Ontario and Québec counsel, Ogilvy Renault LLP, witha -
“courtesy” coi)y of the Dynasty Plaintiffs’ claim against TD Bank on April 22, 2009. Thus, by
April 22, 2009, the Former Officeholders were aware that Bennett Jones LLP had advanced a
claim-against TD Bank in which it alleged that TD Bank was “involved in” and “facilitated the

wrongdoings” alléged against SIB.
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34.  Moreover, as appears from an email from Bennett Jones LLP to Ogilvy Renault LLP ] 5
dated June 2, 2009 (Exhibit “M3” to the Second Wiltshire Affidavit), Bennett Jones LLP advised

the Former Officeholders’ Ontario and Québec counsel.

(13

By way of background, we commenced an action in the Court of
Queen’s Bench of Alberta on behalf of a group of investors who
had been defrauded by Stanford. The Plaintiffs include Dynasty
Furniture Manufacturing Ltd., and several individuals, as well as
2645-1252 Québec Inc., a Québec corporation which invested
“approximately $5 million in the Stanford investment scheme.

The Defendants in that action include Stanford International Bank

Ltd., Stanford Group Company, and other corporate and
individuals [sic] Defendants.

A copy of the Statement of Claim filed on behalf of Dynasty
Furniture et al. is attached for your review. As indicated in the
claim, Stanford utilized accounts of the Toronto Dominion
Bank to handle funds taken from victims of the investment
scheme. On behalf of the Alberta victims we wish to examine TD

Bank records in order to confirm the flow of funds from our clients
through Stanford to the TD Bank Accounts in Toronto.

*

35.  Iam advised by Mr. Sirivar that the Dynasty action was ultimately assigned to the
Plaintiffs in this action in 2011. A copy of the affidavit of Marcus Wide, sworn on May 30, 2014
in response to a motion by TD Bank to strike certain parts of that claim, which describes the

circumstances srrounding of the assignment of the Dynasty claim is attached as Exhibit “J”.

36. I am advised by Renee Reichelt, a Partner in McCarthy Tétrault LLP’s Calgary offices

who represented TD Bank in the proceedings in Alberta, that:
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the Joint Liquidators’ present counsel, Bennett Jones LLP, represented the
Dynasty Plaintiffs in both actions (attached hereto as Exhibits “L” and

“M” to my First Affidavit);

The Dynasty Plaintiffs submitted two affidavits sworn by Zaherali
Sunderji on May 9 and June 2, 2009 in support of their application.

Copies of these affidavits are attached at Exhibits “K™ and “L”.

the Former Officeholders were represented by counsel from McLennan
Ross LLP in Calgary in an applicétion heard by Associate Chief Justice

Wittmann on June 12, 2009 in respect of both actions; and

Associate Chief Justice Wittmann issued reasons dated June 24, 2009
(attached hereto as Exhibit “M™) in which His Lordship noted, among
other things that: “[c]ounsel for the U.S. Receiver and the [Former

Officeholders] both made oral submissions...” (paragraph 12).

37.  OnMay 21, 2009, the Former Officeholders’ Québec and Ontario counsel, Ogilvy

Renault LLP, brought an application in this court in which they sought the forfeiture of all assets

in accounts at TD Bank in the name of SIB and related companies. A copy of the Former

Officeholders’ notice of motion [sic] dated May 21, 2009 is attached as Exhibit “N”.

The Discoverability of Stanford’s Fraud

38.  Atparagraphs 68 through 81 of the Wide Affidavit, it is asserted that TD Bank has taken

the position that the Joint Liquidators’ claim was not discoverable until August 27, 2009. Atno

point has TD Bank adopted, or taken the position that, the Fifth Circuit’s conclusions on the
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discoverability of a statutory fraudulent transfer claim under the Texas Uniform Fraudulent

Transfer Act (“TUFTA”) is applicable for all purposes.

39.  Rather, TD Bank accepted the Fifth Circuit’s ruling, in respect of a fraudulent transfer
claim under TUFTA, and argued that the Official Stanford Investors Committee’s fraudulent
transfer claims in the Rotstain action Weré statute barred as a result of the built in discovery rule
in TUFTA legislation. As appears from bages 8-9 of TD Bank’s Memorandum, a copy of which
is appended as Exhibit “R” to the Wide Affidavit, TD Bank’s argument was that:

“TUFTA’s own built-in “discovery rule,” however, requires filing
a claim “within one year after the transfer or obligation was or
could reasonably have been discovered by the claimant.” TEX.
BUS. & COMM. CODE § 24.010(a)(1). This Court, in an earlier
Stanford ruling, found that the fraudulent transfers were
“inherently undiscoverable” at the time the payments were made,
and allowed the Receiver to pursue a claim “discovered” more than
one year later. Janvey v. Democratic Senatorial Campaign

Comm., Inc., 793 F. Supp. 2d 825, 834-37 (N.D. Tex 2011).

On appeal, the Fifth Circuit held that TUFTA requires a claim to
be filed within one year after the transfer’s fraudulent nature is
discovered or reasonably could have been discovered. Janvey v.
Democratic Senatorial Campaign Comm., Inc., 712 F.3d 185, 195
(5th Cir. 2013). In the Stanford scheme, the Court specifically
held that James Davis’s guilty plea, on August 27, 2009, wherein
he publicly acknowledged a Ponzi scheme, is the proper Stanford
discovery date. Id. at 197-98. Accordingly, the Court of Appeals
held that the Receiver timely sued the political committees for the
return of Stanford contributions because he “filed this suit on
February 19, 2010, less than one year after Davis’s guilty plea.”
Id. at 197. The actions here arise far later than did the political
committee claims, and the Fifth Circuit has now fixed a clear
discovery date that OSIC surely has missed.”

40.  Contrary to the assertions in the Wide Affidavit, TD Bank has never taken the position
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that the Joint Liquidators’ present claims against it were not discoverable until August 27, 2009.

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario on
February i ,2015. ;

Wolfgaﬁg Mersch

Commissioner for Taking Affidavits

—

GEOFF R. HALL
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es and Exchange Commissiol

U.S_. Securit

SEC Statement on the Case Against R. Allen Stanford

FOR IMMEDIATE RELEASE
2009-32

Washington, D.C., Feb. 19, 2009 — The Securifies and Exchange

Commission today made the following statement regarding its enforcement
action against Robert Allen Stanford:

- [ z
"E SKEE E "At the request of the SEC, Special Agents of the Federal
s Yé g Bureau of Investigation's Richmond Division today located and
3 ui 3 identified Stanford Financial Group chairman Allen Stanford in
o %Z D’] the Fredericksburg, Va., area. The agents served Mr. Stanford
e

with court orders and documents related to the SEC's civil filing
against him and three of his companies. The SEC very much

appreciates the outstanding assistance of the FBI in this
matter.”

]
Y

i:_'cémmssmcsﬁ FOR TAKING AFFIDAVITS

he SEC on February 17 charged Robert Allen Stanford and three of his

i “companies, alleging a fraudulent, multi-billion dollar investment scheme.

i Stanford's companies include Antiguan-based Stanford International Bank
(SIB), Houston-based broker-dealer and investment adviser Stanford Group
i Company (SGC), and investment adviser Stanford Capital Management.

i The SEC also charged SIB chief financial officer James Davis and Stanford

Financial Group chief investment officer Laura Pendergest-Holt in the
enforcement action. :

ﬁ@, this

This I3 Exhibl.siecssecessarelsosssssnce

A ,
affidavit nf(/\)O\%RL AN

sworn beforg

day of ...

The orders and documents that the FBI served on Stanford were the SEC's
& complaint, the memorandum of law filed with the complaint, the court order
1 _ freezing assets, and the court orde_r appointing a receiver.

= The Honorable Reed O'Connor, U.S. District Court Judge for the Northern
: District of Texas, granted the SEC's request for emergency relief for
investors, and issued the orders freezing assets and appointing a receiver
- over R, Allen Stanford and other defendants.

###

» SEC Charges R. Allen Stanford, Stanford International Bank for Multi-
| : Billion Dollar Investment Scheme

»

http :// www.sec.gov/news/press/2009/2009-32.htm

‘ Home | Previous Page Modified: 02/19/2009
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IN THE UNITED TATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

SECURITIES AND EXCHANGE COMMISSION,
Plaintiff]
v COMPLAINT

STANFGRD E\ETERNATIONAL BANK;. LTID.,

Iy
’ \
This Is Exhibit % referred to in the
sticautt of... Lo Fom gy Measch

sworn before me, this l\i%% :
Fe. ,'GUW"‘J 0l

LAURA PERDERGEST;HGLT

Defendants. day of

Plaintiff Securities and Exchange Commission alleges: _ RSSO FOR TS AP

1.  The Commission s¢eks emergency relief to halt a massive, ongoing frand
orchestrated by R. Allen Stanford and JamesM Davis and executed thfough companies they
control, i;;cludihg,asﬁnfora Tntétnational Bank, ‘Lta;. {“SIB”y a6d ﬁé;'-afﬁﬁaféd Houston-based
inVesﬁﬁpnt’adv'iﬂsers, Stanford Group Company (“SGC?) and Stanford Capital Management '
{¢“SCM™). | Laura Pendergest-Holt, the chief investment officer-of a Stanford affiliate, was
indispensable to this schenie by hLelping fo preserve the appearatice of safety fibricated by
Stanford and by training ofhers to mislead investors, For éxample, she-trained training SIB’s

. senior investment officer to provide false information to investors. |

2. Through this fraudulent scheme, STB, acting through a network of SGC financial
advisors, has sold dpproximately $8<biﬂio;1 of self-styled “certificates of deposits™ by ﬁromising
high rétarn rates thit exceed those available through true certificates of deposits c;ﬁ“ered by

traditional banks.




3 SIB claims that ifs unique- mveshnent su'ategy has allowed itio ach:eve double-
digit returns on its investments over the past 15 years, a]lowmg itofferhigh ylelds to CD
| purchasers. Indeed, SIB cla_’imsmthat;_._ 1ts“d1vers1ﬁed portfolic ofinvesqﬂeﬁts?;ldsf-oﬁly 1.3%:in
2008, a time during which the S&P 500 lost 39% and the Dow Jories STOXX Europe 500 Fand.
lost 41%. |

4 Perhaps even more sirange, SIB reports identical retirns in 1995 aind 1996 of

exactly 15.71‘-%. As Pendergest-Holt —SIB investment commxtieemember aﬁd'%"]ié-éhief
{avestment officer of Stanford Group Financial (» Stanford affiliate) ~ admits, it is Slmlﬁy
“mprobable” that SIB could have managed a “globat diversified” portfolio of investments in a
way that retored identical results in congecutive yeats. A perforance reporting consultant }
hired by SGC, when asked about these “improbable” returns, responded _sini’piy that it is
“impossible” to achieve identical results on 4 diversified investment portfolio in consgcutive
years. Yet, SIB continues to promote its CDs using these improbable retms.

5. These improb,ablé results are made even more suspicions by the fact that, contrary
to assurances provided fo irivestors, at most only two peoplé — Stanford and Davis— know the
details concerning the bulk of SIB’s mvestnent portfolio. And SIB goes to great lengths to
prevent any true independent examination of those portfotios. For example, its long-standing
auditor is reportedly retained based on a.“relationsliig of trust” between the head of the anditing
firm and Stanford. |

6. hmportantly, contrary fo recent public statements by, SIB, Stanford and Davis (and
through them SGC) have wholly-failed to cOopérate; with the Cominission’s efforts to account

for the $8 billion of investor funds purportedly held by SIB. .In short, approximately 90% of

SEC v, Stanford International Bank, Ltd, etaI ) 2
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STB’ claiuied investment portfolio resides ir a “black box” shielded from any independeit
oversight.

7. In fact, far from *“cooperating” wiihithe:_Cﬁnimissioﬁ?ﬁs enforcentent investigation
(Whlch Stanford has reportedly tried to characterizé as only mvolvxfagrouﬁne examinations),

SGC appears to have tised press reports spect

lating about the Commission’s invesfigation as

fher tnislead investors, falsely telling ot Teast onic customet during the-week of

way to- furt

February-9, 2009, that his multi-million doliar SIS €D conld not bézedesined becanse “the SEC

had frozen the account for two months” At least ongofher customer who recently inquired

about redeeming a multi-miltion dollar CD claifms that hé was informed fhat, cont ry to

repfmeﬂtaﬁons made at the time of purchase that the CD could be redeemed early upon payment.

of a penalty, R. Allen Stanford had ordered atwo-month moratorium on CD rédemptions.

8.  Thissecrecy and Tecent misrepresentations are made even more suspiciois by
eanéive and fundamental mlsreyresentanons SIB and its-advisors have made to CD purchasers
in order to lull them into thinking ﬁeirinyefsﬁnenf is safe. $IBand its advisers have:
misrepresented to CD puichasers that their deposits aré safe becauss the bank: () re-mvests clent.
funds primarily in“%iquid” financial insfruments {the “portfolio™); (i) m&nito:s the portfolio through
a team of 20-plus analysts; and {iif) is subject to yearly audits by Antiguan regulafors, Recently; as
the market absorbed the fisws ofBema:dMadoﬁ’smassrvePonm scherite, SIB has aftermiped to
calm its own investoss by claiming the bank has rio “direst orindirect” exposure to Madoff's
- schemé:

9.  Theseassurances are false, Contrary o these fepresenitations, SIB’s investnent
portfolio was not invested in liquid financial instrimients or‘allocated in the mantier-described in its.

. promotional material and public reports. Tnstead, a substantial portion of the bank’s portfolio was

SEC v. Stanford Imernational Bavik, Ltd., et al, 3
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placed in ilfiquid inﬁ}e‘sénenfs, sﬁch as real estate and pnvateeqmty Further, ;-t’i‘ie'va.sfmajbr‘ity
SIB’s mulﬁ-bﬂhon doltar investmerit portfoho was not momtored byateam of analysts bui rather

" by tywo people— Allen Stanford and James Davis. And cotfra

y. to SIB’s represen&mons, the
Antignan regolator resjponsible; for ovexsight of thie bank’s pérﬁbho, the Fmanaal Services
Regulatory Commission, doesvnotwditSIB’spniltféﬁﬁ or veiify ﬁie assets STB claims i its
financial statements. Perhaps mostialazmingisthaﬁSIB'haS‘eXpUmﬁ‘e to losses from the Madoff

fraud schiems despite the bank’s publie assurancés 5 the cortrary.

10.  SGCas failed to disclose material facts 0 its advisory clients. Alarmingly, recent
weeks have seen an increasing amount of liquidation activity by SIB and a!:tempfs 10 wire money
out of its nvestment portfolio. The Commission has received information indicating that injust
the last two weeks, SIB has sought to remiove over $178 tmillion from fts aceounts, And, 2 major |
clearing firm — after mmessiﬁliy atteinpting to find mfcrmaﬁonabout _SIB’S; financial
condition and because it could not obtain -=ade§uat¢.nansparencyinto SIB’s financials—has
recently informed SGC that it would no longer process wires from SGC 'aé@ounts at the clearing
firm to SIB for the purchase of SIB issued CDs; even if fhey were accompanied by customer
letters of authorization. | | |

11.  Stanford’s frandulent conduct is not Jimited to the sale of CDs, Since 2005, SGC
advisers have sold more than $1 billion of a propriefary mutval fund wrap program, called Stanford
Alllocation Strategy (“SAS”), by using ;..nat.eﬁaﬂy false and misleading historical performance data,
The false data has helped SGC grow the SAS program from fess than $10 million in around 2004 to
over $1.2 bﬂ}lmn, generating fees for SGC (and ltifmately Stanford) in excess of $25 miillion. And

the fraudulent SAS performance was used to recruit registered financial advisers with significant

SEC v. Stanford Internatiorial Bank, Ltd., et al. 4
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books of business; who were then heavily incentivized fo re-allocats their clients’ assets to SIB’s
CD program. h
12. . Moreover, SIB and Stanford Group Cbzypaﬁyiiave violated Section 7(d) of the
Investmeﬁt Company Act of 1940 by faihngto register with thie Cornmission marﬁer to.s¢ll SIB’s

Hission woild have been able

CDs. Had they complied with fhis registration requizement, the Corin
to examine each of those entifies concerning SIB’s CD investrient portfolio.

13. By engaging in the conduct described in this Complaint, defendants Stanford,

Davis, ?eﬁderge“sé—Htﬂg SIB, 8GC, and Stai:‘fﬁr&f.cagit‘al,; ditectly or mdlrecﬂy,smglyor it

concert, have engaged, and unless enjoined and restrained, will again engage in transactions acts;
pragtices, and courses of business that constitute violations.of Section 17(a) of the Securities Act
of 1933 (“Securities Act”) [15 U.S.C. §§ 77e(a), 77e(c) and 77q(a)]; and Section 10(b) of the
Securities Exchange Act of 1934 (“Bxchange AcP™) [15 U.S.C. § 78j(B)]; and Exchiangs Act Rule

10b-5 {17 C.RR. § 240.10b-5] or, in the aliernative, have aided and abetted such violations. In

addition, through their conduct described herein, Stanford, SGC, and Stanford Capital have

violated Section 206(1) ad (2) of ftie Investment Advisérs Act of 1940 (“Adviser’s Act”) [15
U.S.C. §§ 80b-6(1) and 80b=6(2)] and Davis and ?Penﬁergeéi:;Holthave, aided and abetted such
violations. Finally, ﬂix‘ongh their .aéﬁqns-, SIB and SGC haveviolated Secﬁan 7(d).of the
Tnvestment Company Act of 1940 (ICA”) [15 US.C. § 80a-T(@)]. - |
14.  The Commission, m the interest of protecting the public from any further

unserupulous and illegal activity, brings this action against the defendants, seeking temporary,
preliminary and permanent injunctive relief, disgorgement of all #llicit profits and benefits
defendants have received plus accrued prejudgment interest and a civil monetary penalty. The

Commission also seeks an asset freeze, an.accounting and other incidental relief, as well as the

SEC v. Stanford International Bank, Lid.; etal. -5
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appointment of  receiver to take possession and control of defendants assets for the protection
of defendants’ vietims.

JURIS})ICTIONAND’VENUE |

15. The mveshnents oﬁ'ered and seld by the defendants are “secunﬁes” under Section
2(1) of the Securities Act [15 U.S.C. § 77b], Sécﬁen .3'(3)"(10) of thé Exchaﬁg”eAc’f [1‘5 US.C.§
78c), Section 2(36) of the Fivestment Company Act[15US.C. § 80a-2(36)}, and Section
202(18) of the Advisers Act [15 U.S.C. § 80b-2(1 8. |

16.  Plamtiff Cornmission brings this action under the anthority conferred upon it by
Section 20(b) of the Securities Act ['l-s'ﬁ.s;'c.- .§ 774(b)], Section 21(d) of the 'Exchange:Aa {15:

U.S.C. § 78u(d)], Section 41(d) of the Investment Compariy Act [15 US.C, § 80a-41(d}], and

Section 209(d) of the Advisers Act [15 U.S.C. § 80b-0(d)] to temporarily, preliminarily, and
permam;nﬂy enjoin Defendants from future violations of the federal securities laws. ‘

17.  This Comrt has jurisdiction over this action, and venue is proper, under Section
22(a) of the Securities Act [15 U.S.C. § 77%(a)], Section 27 of the Exchange Act {15 US.C. §
78aa], Section 43 of the Invesnneﬁtc@pany Act[15 UfSﬁ;Gi § 80a-43], and sgcﬁaﬁ 214 ofthe
Advisers Act [I5US.C. § 80b-14]. :

18. De‘fendants have,: dlrectiy or indireetly; :‘m‘aﬁi_e' use of the meaiis or instrimients of
transportation and coiﬁmunicaﬁo‘n, and the means or instruitientalities of interstate commerce, ot
of the mails, in -connection W1ﬂ1 the transacﬁons,- acts, practices, and courses of business alleged
herein, Certain of the transactions, acts, practices, and courses of business occurred in the

Northern District of Texas.

SEC v, Stanford International Bank, Ltd., et al &
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19.  Stanford International Bank, Ltd. purporis fo be private international bank

. domiciled in St. John’s, Antigna, West Fidies. SIB claiins fo setve 30,000-clierits i 131

countries and holds $7.2 billion in assets under management; SIB’s Annual Report for 2007
states that SIB has 50,000 clients, SIB’s multi-billion portfolio of investients is purportedly
moritored by the SFG’s chief financial officerin Memphis, Tenressee. Unlike a commercial

bank, SIB does niot loan money: SIB sdlls the CD to U:S, investots ¢

investment advisér. _

20.  Stanford GI'OBPACOMP@Y;?«.Hﬂwbﬁibﬁﬁa corporation, is registered with the
Commission as a broker-dealer and investment-adviser. It has 29 offices focated fhroughout the
US. SGCs principal.rbusiness consists of sales of SIB-issued secnrities; marketed as
certificates of deposit. SGC is a wholly owned subsidiaty of Stanford Group Holdings, Inc.,
which in furn is owned by R. Alen Stanford (“Stanférd. |

21, Stenford Capital Management, a registered investment adviser, fook over the

management of the SAS program (fermeﬂyMutuai Fund Parmers} from SGC in-early 2007.
Stanford Group Compaty markets the SAS program through SCM. |

22,  R. Allen Stanford, a U.S. citizen, is the Chairman of the Board and sole.
sharahold;er of SIB and the sole ditector of SGC’s parent company. Stanford refused 16 appear
and give testimony in the ifivesfigation.

23.  James M. Davis, a U.S. citizen and residént of Baldwin, Mississippi and who

offices in Memphis, Tenessee and Tupelo, Mississippi, isa ditector and chief financial officer

of SFG and -S']ZB. Dayvis refused to appear and give testimony in this investigation.

SEC. Stanfprd Intermational Bank, L1d, et al 7
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24,  Laura Pendergest-Holt, is the Chleﬂnv&mmntﬂfﬁcer of SIB and ifs affiliate
Stanford Financial Group: She superws&s a grou;_: of analysts m Memphs, 'I‘upelo, and St. Croix

who “oversee” perfonnance of SIB’s Tier 11 assets.

STATEMENT OF FACTS AND ALLEGATIONS

A.  The Stanford International Bank

25.  AllenStanford has created acomplex web of affiliated companies that existand
operate under the brand Stanford Financial Group (“SFG”). SFGisdescribedasa pnvately-held
group of companies that has in éxcess.of $50 bﬂlmn “undér advisement.”

26. SIB, onie of SFG’s affiliates, is 2 private, oﬁ‘shore bank that pmpcrts jo have an
independerit Board of Directors, an Investment Committee, a Chief Investment Officer and a
team of research analysts. While STB may be domiciled in Antigna, a small group of SFG
empio&ees who maintain offices in Memphis, Tennessee, and Tupelo, Mississippi, purportedly
* monitor the assets. |

27. s of November 28, 2008, SIB reported $8.5 billion in total assets, SIB’s primary
product is the CD. SIB aggregates customer deposits; and then re-invests those funds in 2
“globally diversified pbrifbli-a” of assets: SIB claiins its investment portfolio is approximately
$8.4 billion. STB sold more than $1 billion in CDs per year betseen 2005 2nd 2007, inchuding
sales to U.S. investors. The bank’s deposits increased from $3.8 billion in 2005, to $5 billion in
2006, and $6.7 billionin 2007. SIB had approximately $3.8 biltion in CD sales to 35,000

customers in 2005. By the end of 2007, SIB sold $6.7 billion of CDs o 50000 customers.

SECv, Stanford b:temattona? Bank Itd, et ol. 8
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28.  For almost fifteen yedrs, SIB represented that it hias experienced consistently h:gh

returns on its investment of deposits {rangmg from 11.5% in 2005 to 16,5% in 1993):.

92 1993 fM4 SIS W96 1857 S0 4998 200D OB 26a3 2008  Z60A 2005 2008

29.  Infact, since 1994, SIB has never failed to hif targeted investment returns in

excess of 10%, And, SIB claims fhat its “diversified portfolio of investments” lost only $110

S

million of 1.3% in2008. During the same imeperiod, the S&P 500 Jost 39% and the Dow
Jones STOXX Europe 500 Fund Tost 41%:

30.  Asperformance reporting consultant hived by SGC testified in the Commission’s
investigation, SIB’s bistorical:returns are improbable; if nof impossible. 1995 and 1996, SIB
reported identical returns of 15.71%; a remarkable achievement consideting the bank’s
“diversified investinent portfolio.” Acoording- to deféndanit Pendergest-Holt - the chief
investment officer of SIB affiliate SFG —it is “improbable” that SIB could have managed a
“global diversified” port’féﬁq of investments so that it returned identical yesults.in consecutive
years. SGC’s performance reporting consultantwasmoreemphahc, saying that it is
“impossible” to achieve identical results on a diversified investment portfolio in conseécutive

years. SIB contimues to promote its CDs using these improbable, if not impossible, returns.

SEC v. Stanford Iternational Bank, Ltd., ét al. ' 9
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31" SIB’s consistently high returns of investment hiave enabled fhe bask to paya
consistently and significantly higher rate on its CD fhian conveiitional banks, For example, SIB

offered 7.45% as of June.1, 2005, and 7.878%.as of March 20, 2006, for a fixed rate CD based

on an Investient of $100 000. On November 28, 2008 SIB quoted 5 }fﬁ?S%on a3 yeat CD
while cemparable U.S. Banks® CDs paul under 32%. And:recenﬂy, SIB quoted rates of over

10% on ﬁve year CDs.

32, SIB’s extraordmary returns have enabled the bank to pay disproportibnately large

commissions to SGC for the sale of STB CDs. In 2007, SIBpaid to SGC and affiiates $291.7
million in maneagement fees and commissions from CD sales; up from $211 mitlion i1 2006 and
$161 million in 2003.

33.  SIB markets CDs to investors in the United States exclusively through SGC
advisers pursuant to a claimed Regulaﬁ;m_D-eﬁeﬁhg, filing a Form D with the SEC. Regulation

D permits under certain circumstanices fhe sale-of uritegistered securifies (Ehe CDS) o dceredited

 investors in the United States. SGC receives 3% based on the ageregate sales of CDs by SGC
advisers. Financial advisers also receive a 1% comsnission upon the sale of the CDs, and are
eligible to receive asmuchasa i% trailing commission throughout the térm of the CD.

34.  SGC promoted this getierons commiission structuite il its effort 1o recruit
established financial advisers tothe firm. The commission structure also provided a powerfil
incentive for SGC financial advisers to aggressively sell CDs to United States investors, and

aggressively expanded its number of financial advisers in the United States.

35.  SIBpurportedly manages the investment portfolio from Memphis and Tupelo.
SIB’s investment portfolio, at least internally, is segregated into 3 tiérs: () cash and cash-

equivalents (“Tier 1), (b) investments with “outside portfolio managers (25+)” that are

SEC v. Stanford Isternational Bank, Lid., et al. 10
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 million of investments in late 2008, represented 10% of the porii

monitored by the Analysts (“Tier 27), and () unknowi assets under the apparent control of
Stanford and Davis (“Tier ). As of Decetilber 2008, Tiér 1 zeprosented apptoxinatoly 9%

($800 million) of the Bank’s portfolio. TierZ, pnef to the Bank’s desision to Tiquidate $250

tfolie. AndTier 3 represented
81% of the Bank’s investment porffolio.. This division info Hers is riof generlly disclosed to
actual or potential ifvestors. | o

B. SIB’s Fraudﬂeﬁfﬁﬂé of CDs

1. SIB Mi’srepré&eﬂtédrf it Bs Invesimient Portfolio is Invested Primiarily in
“Liguid” Finaricial nstruments.

36.  Inselling the CD, SIB touted the liguidity of its investinent portfolio. For

example, in its CD brochure, STB empt

i§izes the importance of the liquidity; stating, under the

heading ‘DeposmrSec\n'ﬁy that the bank focuises on “maintatninig the highest dégres of

Tiquidity as a protective fictor for our depositors™ and that the bank’s asseis ate “investéd ina
well-diversified portfolie of highly marketable securities issued by stable governments, strong
multinational companies and major international banks.” Likewise, the bank trained SGC
advisers that “liqgiﬁity[mafkctaﬁﬁty of SIB’s invested assets” was the “most iinportant factor to
provide security to SIB clients.” Davis and Pendergest-Holt we_r-evaware-, or were reckless in not
knowing, of these representations. ‘

37.  Inits 2007 anmual report, which was signed and approved by Stanford and Davis,
SIB represented that its portfolio was allocated in the following manner: 58.6% “eqn_ity,-"’ 18.6%
fixed income, 7.2% p:,eg:ibus metals and 15.6% aliernafive investments. These allocations were
depicted in a pie chart, which was approved by Davis. ‘The bank’s anmual reporis for 2005 and
2006 make similar representafions about the allocatiof of the baiik’s portfolio. Davis and

Stanford knew or were reckless in not knowing of these representations,

SEC v, Stanford International Bank, Lid., et ol. 11



38.  SIB’sinvestment péﬁﬁﬁb is niot, howevet; invested in a “well-diversified
portfolio of highly marketable securities issued by stable governments, strong multinational
. companies and -ﬁaeg‘or international banks.” Instead, Tier 3 (i.e., approximately 90%) consisted
primarily of illiquid investments — namely private equity and real estate: Indeed, it SIB’s
portfolio included at least 23% private eqmty The bark never disclosed in its financial
statefents its exposure to private equity and real estate investments. Stanford, Davis and
Pendergest-Holt were aware, or were reckless in niot knowinig, that SIB’s investments wére not
allocated as advertised by SIB’s investrient objectives of as detailed in STBs financial
statements. .
39.  Further, én Ueéamber"lsg 2008, Péndcrjgést’-Hol‘t et with her team of analysts
following SIB’s decision to liquidate more than 30% of its Tier 2 inrvestments (approxitnately

~ $250 million). During the meeting, at least one analyst expressed concern about the amount of

Hquidations i Tier 2, asking why it was fiecessary to liquidate Tier 2, rather than Tier 3 assets, -

to increase SIB’s Tiquidity. Pendergest-Holt told the analyst that Tier3 was primarily invested
in private equity and real estate and Tier 2 was more liquid fian Tier3. Pendergest-Holt also
stated that Tier 3 “atways had real estate investments in it.” Pendergest’s statements contradicts

SEC v. Stanford International Bank; Ltd; etal, - 12
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- 57
what she had previously stated to SIB’s senior iivestrient adviser, knowing, oF reckless innot

knowing, that the senior investiient advisor would provide this misrepiesentation to investors,

WudéBillion Dollar Fwesiment Porgfolio is

40. scisiof, prospeciive fnvestors toutinely asked

how SIB safeguarded and monitored its assets. In-f&c'ff-, investm-ﬁ'equenﬂy inquired whether

Allen Stanford conld “run off with fie [mvestor 's] money.” In response to this qu&euon, atleast
dunng 2006 and much of 2007, the bank’s senior investment ofﬁcer ~ g8 mstmcted by

Pendergest-Holt — told ifvestors that STB had sufficient coritrols

protect assets.

41,  Tnpasticular, the SIO was trathed by Ms, Pendergest-Holt to tell investors that the

bank’s multi-billion portfolio was “monitored” by thé:snalysttesm in Memphis, I

commuricating with favestors, the SIO followed Pendgrgest’s instrictions; misrepresenting that

a team of 20-plus analysts monitored the baflk’s investinet portiolio. I o doing, the SIO néver

disclosed to investors that the analyst on!y mqﬁigz;iajppmmdy 10% of SIB’s money, In fact,

portfolic because thit information “wonldit ledve an investor sith 4 Iot of confidence? _
Likewise, Davis snstructed Kim 10 “steer” potenitial CD-invesiors away from infofmation about
SIB’s portfolio, Asaresult; both Davis and Pendergest-Holt knew, or were reckless innot
knowing, of these fraudulent misstatements.

42,  Contrary+to the representation tha sesponsibility for SIB’s multi-billion pertiolio
was “spread out” among 20-plus people, only Stanford and Davis kiow thie whereabouts of the

vast majority of the bank’s multi-billion investment portfolio. Peridérgest-Holt and her team of

analysts claim that they have risvér beett privy to Tier1 or Tier 3 investinenits. In fact; the SIO

SEC v. Stanford Friernational Bank, Ltd,, ¢t al. 13
COMPLAINT .

b mm——— o 4 A b e



was repeateqﬂy'dehied access to theBank’srecords }éiaﬁﬁg‘to Tiér 3; even ﬁioﬁgli he was

(quarterly newsletters, month repots, m1d-year r; potts

and annnal reports, Pendergest 2
Analyst.send to Dav:s the performanice resulis for Tier'2 investiients. And Davis calculates the

investment retirns for the aggregated portfolio of assets.

&afements

43.  SIB told investors fhat their deposits were safe because the Anti

responsible foif'-evérsiglif of the Bank’s investinent portfolio, the Financial Services Regulatory _ |
Conimission (the “FSRC”), audited its financial statemerits. Bﬁ,: contrary to the Bank’s
representations to investors, the FSRC does not verify the assets SIB claims in its financial
statements, Instead, SIB’s accountant, C.A.S; Hewlett & Co.; a small Tocal accounting firm in
Antigna is fesponsil;le- for auditing the multi-billion dollar SIB’s ifivestment poitfolio. The
Conimission attempted several times to contact Hewlettby telephone. No-one ever answered the

.phone.

Ind;rect " Eagaosure # qud Perpefrated by Béﬁéard Madoﬁ'

44.  InaDecember 2008 Monthty Report; the bank fold investors that their money was
safe becatse SIB “had 116 dirsct or indirect exposu.re fo atiy of [Betriard] Madofl's mvestmeﬁts
York-based hedge fund that used Tr‘emoﬁt“Parmers as ifs asset manager, Tremorit invested

approximately 6-8% of the SIB assefs they indirectly managed with Madoff’s investment firm,

SEC v. Stanford International Bank, Ltd, et al. i 14




45.  Pendergest, Davisand Stanford knew about fhis exposure to loss elating 16 the
Meridian investment. OnDecembier 15, 3008, an Atialystinformed Pendergast, Davis and
Stanford in a weakdy reporttia s “ongh esimaie1s loss of S400K ... based g he idire
exposure” to Madoff: 4 ‘

5. Market Concerns About SIB's Lack of Transparency.

46.  Omor about Decertber 12, 2008; Pershing, citing suspicions abont the bark’s

tansparency” into

its mveshneniportfohomfouned SGC that it would nio Jonger process wire transfers from SGC

 to SIB for the purchase of the CD. Since the.spriigof 2008, Pershing tried unsncoessfilly to get

an independent report regarding STB’s financials-condition. On November 28, 2008, SGC’s

f’r‘esident, Danny Bogar, informed Pershing that “cbtainin g the-independent report wasziota

priority.” Between 2006 and Decensber 12, 2008, Persfing sont to STB 1,635 wire fransfers,

D.  From atleast 2004. SCM misrepresented SAS performance resalis.

47, From 2004 through 2009, SCM induced clients; including non-accredited, retail
ﬁvestors, to invest in excess of $1 bitlion m its SAS program by touting ts track record of
“historical performance” SCM hlghhghted the purported SAS frack record in thousands of
client presentation books (*pitch books”).

48.  For exaniple, the following cliart from 4.2006 pitch book presented clients with
the false impression that SAS accounts, from 2000 through 2005, outperformed the S&P 500 by

an average of approxirnately 13 percentags points:

SEC v, Stanford International Bank, Ltd., et al. 15
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|BAS Giowh - 200 1 4615% | 3284% | 333% | 432% | 0%

S8 500 4513 | 1089% | 2868% | 220w |-1vse% | aam

SCM used these impressive, but ﬁchuous,performmace féSults to grow Zthé ;SAS'. program from
less than $10 million in assets in 2004 to over $1 billion in 2008.

49.  SGC also used the SAS track record to recruit financial advisers away from
legitimate advisory firms who had significant books-of business. Afier arriving af Stanford, the
newly-hired financial advisors were encouraged and highly incentivized toput their clients®
assets in the SIB CD. ;

50.  The SAS performance results used in the pitch books fromi 2005 through 2009
were fictional and/or inflated. Specifically, SCM misrepresented that SAS performance resulfs,

for 1999 through 2004, reflécted “historical performarice” whin, i fact; those results were

fictional, or “back-tested”, nutmbers that do not reflect results of actual trading. Tistead, SCM, _

with the bensfit of hindsight, picked mutiial funds that performed extremely well during years
1999 through 2004, and presented the back-tested performance of those top-performing famds to
potential clients as if they were actual returns earned by the SAS program.
51, Similarly, SCM nsed “actual” model SAS performance results for years 2005
throngh 2006 that were inflated by as much as 4%.
52.  SCM told investors that SAS has positive returns for periods in which actual SAS
clients lost substantial amounts. ‘For‘exaz_nple, in 2000, actual SAS client returns ranged from

negative 7.5% to positive 1.1%. In 2001, actizal SAS cliént returns ranged from negative 10.7%

SECv. Stanford International Bank, Lid., et al. 16
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to negative 2.1%. And, in 2002, actual SAS clientrefumn

s ranged from negative 26.6% to ;
negative 8.7%. These retun figures are all gross of SCM advisary fees ranging from 1.5% to
2.75%. ThusStanfords elaims of substantial market out performance were blatantly false,
(e.g., a clairned refurn of 18.04% in 2000, when actual SAS investors lost as fuch as 7.5%).

53.  SGC/SCM’s management knew that the advertised SAS performance resilts were

m<

misléading and inflated; From the beginning, §

oM managemient knew that the pre-2005 track
record was purely hypothetical, beating iorelationship to actual trading. And, as early as
Noveniber 2006, SCM investment advisers began fo question why thefr actual clients were not
receiving the returns advertised inpitch books.

54,  Inresponse to these.questions; SGC/SCM hired an outside performance reporting
expert, to review Certain of its SASperfonnanceresults In late 2006 and early 2007, the expert
informed SCM tﬁa‘t‘itsﬁerfcnname results for the twelve morittis ended September 30, 2006
were inflated by as muach. as34percentagepomts. Moreover, the expeért inforined SCM
managers that the inflated pefforinance results included uaexplamed “bad math” that consistently
inflated the SAS performrance results over actudl client performance. Finalty, ‘in..Mar:éhzoGS,_ the
expert informied SCM mianagers that the SAS performance resulis for 2005 were dlso inflated by
as much as 3.23 percentage points. |

55.  Despite their kriowledge of the inflated SAS retnrnis, SGC/SCM management

continued using the pre-20035 track record and never asked Riordan to audit the pre-2005

‘performance, In fact, in 2008 pitch books, SCM presented the back-tested pre-200% pérformance

data under the heading “Historical Performance” and “Manager Petformance” along side the
audited 2003 through 2008 figires, According to SCM’s cutside conisultant, it was “{grossty”

misleading]® to present audited performance figures along side back-tested figures.

SEC'v. Stanford Interndtional Bank, Litd., et ol. 17
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56.  Finally, SGC/SCM compounded the deceptive nature of the SAS track record by

blending the back-tesfed ‘i;péi‘fdrman& riziice W1tha'udltedcomposlte};erfonnanceto create anualized 5

and 7 year performance figutes that bore no relation 6 actual SAS client performance, A sample

of this misleading disclosure used in 2008 aad 2009 follows:

SAS Growth - |-7é6k |

SRPE00 | aese | spex | smsn | temm | amx | zes

57.  Other thar the fees paid by SIB to SGC for the sale of the CD, SAS was the
second most significant source of 'rex;énge for the firm. In 2007 and: 2008, approximately $25
million in fees from the marketing of the SAS program.

CAUSES OF ACTION

FIRST CLAIM

Violations of Section 10(b) of the Exchiange Act and Rule 10-5

58.  Plaintiff Commission repeats and realleges fpérfag_\:épils 1 through 57 of this
Complaint and incorporated herein by reference asif set forth verbatim.

59.  Defendants, directly or indirectly, singly or in concert with others, in‘conmection
with the purchase and sale of securities, by use of the means and instrumentalities of interstate.

SEC v. Stanford International Bank Lid, etal ‘ 13
COMPLAINT

57

Led

)]

L.

N

{

L

4

b

B agan

L,

)
Eaaruncs ol




- commerce and by use of the mails Wave: (g) etaployed devices, schemes and artifices-to defraud;.

(b) made untrue statements of material facts and omitted to state material facts necessary in order

to make the staterents made, in light of the circumstances under which they wete niade, not
izﬁsleadin’g;: and (c) engaged in.acts, practices and cotises of business which-operate as a frand
and deceit upon purchasers, prospective purchasers and ofher persons.

60.  Aswapartofand in furtherance of theirschieme, defendants, dircetly and

e T

inditectly, prepared, disseminated or used contracts;

offering docutnents, promiotional
materials, investor and other correspondence, and oral presentations, which contained uritrue

statements of material facts and misrepresentations of materfal facis, and which omitted fo state

' ‘material facts niecessary in orderto make the statements made; in light of the circumstances

vnder-which they were niade; not misleading,

61.  Defendants made fhe referenced niisreprosentations and omissions ktiowingly

grossly recklessly distegarding the truth.

62.  For these reasons, Defendants have violated and, unless enjoined, will continue to
viéi-ate Section 10(b) of the Exchange-Act [15U.8.C. § 78j(b)] and Exchangs Act Rule 10b-5
[17 CFR. § 240.106-5].

ting Violations of Exchange Act Section 10(b) and Rule 10b-5

63.  Plaintiff Commission repedts and realleges paragraphs 1 throngh 57 of this

Complaint and incorporated hetein by reference-as if set forth verbatim,

64.  If Stanford, Davis, and Pendergest-Holt did n6t violate Exchatige Act Section:

10(b) and Rule 10b-5; in the alternative, Stanford, Davis, and Pendergest-Holt; in the manmer set

forth above, knowingly or with severe recklessness provided substantial assistance in connection

SEC v. Stanford International Bank, Lid., et al. 19
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with the violations of Exchiange Act Section 10(b).[15 US.C. § 78j(b)] and Rule 10b-5 [17

CER: § 24010[;_5} allege& herem
65. Por these reasons, Stanford; Davis, and Pendergest-Holt aided and abetted and,

[15 U.S.C. § 78(6)] and Rale 1065 {17 CFK §240.101 ] . T

66.  Plaintiff Commission repeats and realleges paragraphs 1 through. 57 of this
Complaint and incorporated herein by reference as if set forth verbatim. -

~ 67, Defendants, ditectly or indirectly; singly or in concert with others, in the offer and

- sale of secuirities, by use of the means and instrunents-of fransportation and commiunication in
interstate cotmierce atid by use of the fiails, have: (a) etiployed devices, schetes of artifices to
defrand; (b obtained mon.e_y-orpropeﬁy by means of untrue statements of material fict or
omissions o staté:me;teﬁal_ facts necessary in order to make the statements made, in light of the
circamstances under which they were made, not misleading; and (c) engaged in t‘ransﬁcfions,.
practices or couses of business which operate or would operate as a fraud of deceit.

68 Aspart ofand in firtherance of this scheme, defendants, directly and indirectly,

prepared, disseminated or used contracts, written offerinig documents, promotional materials,

investor and other correspondence; and oral presentations, which contained unirue statements of

material fact and which omitted to state material facts necessary in order to make the statements

made, in light of the circurnstances under which they weré made; not misleading,

69.  Defendants made the referenced misrepresentations and omissions knowingly or

grossly recklessly disregarding the truth,

SECv. Stanford Intematzana[Bank, Ltd, eral. : 20
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interstate commerce, while acting gs investment ad

70.  For these redsons, Defendants hiave violated, and unless enjoined, will continue {0

violate Section 17(2) of the Securities Act[:lSUSC §779().

71.  Plaintiff Commission repeats and realleges paragraphs 1 through 57 of this
Conplaint and facorporated herein by reference as if set forth verbatint.
72.  Stanford, SGC, atid Stanford Capital, directly or indirect y,smgly ot in coticert,

knowingly or recklessly, through iheuseofihemmlsoranymeans or instrinnentality-of

visers within the meaning of Section:202(11)

of the Advisers Act{15 U.8.C. § 80b-2(11)]: (a) have employed, are employing; of aré aboutto

employ devieés, schemes, and artifices to deftand any clieit or prospective clisnt; or (b)have .

engaged, ate engaging, of are abouit 1o engage ifi acts, practices, or coutses of bustness which

. opezates as a fraud or deceit upon any.client or prospective: chent

73.  For these reasons, Stanford SGC and Stanford Capltal have violated, and unless
enjoined, will continue to violate Sections 206(1) and 206(2) of the Advisers Act [15US.C. 88
80b-6(1) and 80b-6(2)].

Aiding and Abetting Violations of Sections 206(1) and 206(2) of the Advisers Act

74.  Plaintiff Commission repeats and realleges paragraphs 1 fhirough 57 of this

Cotnplaint and incorporated herein by reference asif set forth verbatim.

75.  Based onthe conduct alleged herein, Stanford, Davis, and Pendergest-Holt, in the

mantier set forth above, knowingly or with severe tecklessness provided substanitial assistance in
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connection with the vielations of Advisers Act Sestions 206(1) and 206(2) [15 US.C. §§ 80b-
6(1) and 80b-6(2)] alleged herein, ,_

76.  Forthese reasonS',,Sfanf‘b;dS; Daws, ., and P@uderges 6-Hoft aided and abetted and,
unless enjoined, will contisue to aid and dbet violations of Sections 206(1) and 206(2) of the
Advisers Act [15 US.C. §§ 80b-6(1) and 80b-62)].

_Violations of Section 7(d)

Complaint and incotporated herein by reference asif set forth verbatim,

78,  SIB, an invéstment company not organi e ot ofhermse. cmtedunder the lawsof
the United States or of'a State, ditectly or indirectly, singly ot it concert with others, miade use of
the mails or any means or instrumentality of interstate commerce, directly or indirectly, fo offer
fér sale, sell, or deliver after sale, in connection with a pubilic offering, securities of which S1B
was the fssuer, without obtammgan arder from the Comimission permitting it fo register g5 an
invésﬁnér’r"t ‘company organized or otherwise crcated under fhie laws of a foreign country and to
make 3 public offering of its securities by use of the mails and means o instrumentalities of .
interstate commerce. ’ |

79. SGC, directly or indirectly, singly or in concert with 'nth'efs, acted as an
underwriter for SIB, an investment company not organized or otherwise created under the Taws
of the United States or of a State that made use of the mails or'any means or instrumentality of
interstate cornmerce, directly or indissetly, to offer for sale, ell or deliver afte sale, in
connection with a public -offéring,- securities of which STB was the issver, without obtaining an

order from the Commission permitting it to register as an investment company organized or

SEC v. Stanford International Ban¥, Ltd., et al, 22
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otherwise created under the laws of a foreign country and to make a public offering of its.
sectirities by use of the mails and means orinstrumentalities of inferstate cofmeice.

‘ 80, For these reasous, STB and SGC have violated, and unless enjoined, will continue
to violate Section 7(d) of the Havestment Company ActfISUSLC. § R0a-7{d].

Plaintiff Commission respectfully requests that this Gout:
L
| Temporarily, preliminarily, and permanently enjoiii: (4) Defendants fromm violating, or
aiding and abetﬁngﬁ,=vioiéﬁons§éf;$ec.ﬁm 10(b) and Rule 10b-5 of the Bxchange Act; (b
Defendants from viclating Section 17(a) of the Securities Act; {c) Stanford, Da;)isv,_f'enderggstrﬂ
Holt, SGC, and Stanford Capital from violating, or aiding and abefting violafions of, Sections.
206(1) and 206(2) of the Advisers Act; and {d) SIB-and SCG from violating Section 7(d)-of the

Inyestment Corapany Act.

18
Enter an Order immediately freezing the assetsof Defendants and directing fhat all
financial or depository institutions commply with the Cont’s Order. Furthetmore, otder that
Defendants immediately repatriate any funds held at any bank or other financial institation not

subject to the jurisdiction of the Cout, and that they direct the deposit of such fimds in identified

1L
 Order that Defendants shall file with the Court and serve upon Plaintiff Commission and
the Court, withint 10 days of the issuance of this order or three days prior to 2 hearing on the

Commission’s motion for 4 preliminary injunction, whichever ¢oines first, an acconnting, imder

SEC v. Stanford Interniational Bank, Ltd.,, et al. 23
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oath, »&etailﬁrg all oF hieir assets and all finds or-other assets recsived from investors and from
one another, | |

Ordet that Defendants be restiained and exfjoined from destroying, removing, muﬁlatmg,
altenng, concealmg, or disposing of, in anymanner anyefthetrboo‘ks and records or documents
relating to the matters set forth in the Complaint, or the' books:and records and such documients of
any entities under their control, unfil further order of the Court.

ofdex the appointment of a temyporary téceiver for Defendants, for the benefit of
investors, to marshal, conserve, protect; and hold funds and assets obtained by the defendants
and their agents, co-cotispirators, and ofhers involved if this scheme, wherever such assets titay
be found, or, with the approval of the Court, ﬁisposé of any wasting asset in aécordance with the
application and proposed.order provided herewith. |

Vi

Order that the parties may commence discovery immediately, and that notice periods be
 shortened to permit the parties to require production of documents, and thetakmg of'dépositions
on 72 hours’ notice. |

4

Order Defendants to disgorge an amount ¢ qual to the fonds and benefits they obfained

illegally as a result of the violations alleged herein, plus prejudsmerit interest on that amonnt.
Order civil penalties against Defendants pursuant to Section 20(d) of the Securities Act

[15 US.C. § 774(d)], Section 21(d) of the Exchange Act [15 U.S.C. § 78u(d)], Section 41(¢) of

SEC v. Stanford International Bank, Lid., et al. . . 24
COMPLAINT . ) -




the Investment Company Act [15 US.C. § 80a:41{e)], and Section 209(¢) of the Advisers Act

" [15'U.S.C. § 80b-9(e)] for their securities law violations.

Ki .
" Order that Stanford, Davis, and Pendergest-Holt immediately sutrender their passports to
the élerk of this Court; to hold unifl further order of this Coutt;
Order such further relief as this Court ‘may deem just and proper.
For the Commission, by its attorneys: |

February 16; 2009 . ‘Respectfully submitted;

U.S. Securities and Exchange Commission
Burnstt Plazs; Suite: 1900

801 Cherry Street, Unit #18

Fort Worth, TX 76102-6882

(817) 978-6476 (dbr)

(817) 978-4927 (facx)
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
- DAELAS DIVISION
SECURITIES AND EXCHANGE COMMISSION,
Plaintiff,

Ve

Case No.:

STANFORD CAPI’I‘AL MANAGEMENT LLG,
R. ALLEN - STANFORD, JAMES M. DAVIS, and
LAURA PENDERGEST-HOLT,

affidavit of..... L)\.) To RN

sworn before me, thre

45

R\ (7 Y
This Is Exhibit referred to in the

&1&5@!&

AS

§
§
§
§
;
STANFORD'INTERNATIONAL BANK, LTD.,, §
§
§
§
§
8

Defendants,

ACOMM]%SIONER FOR TAr<IN" AFF] lD,-MTS

L PRELIMINARY STATEMENT

Plaintiff Securities and Exchange Cofbnrission submiits. this Memorandum of Law in
Su;ﬁport‘ of its Motion for Ex Parfe Temporary Resiralmng Order, Preliminary Injunction and
Other Bmergency Relief to halt a tassive, ongoing fraud orchestrated by Robert Allen Stanford
and James M. Davis and executed through comipanies they control, Anfignan-based Stanford

Internationaf Bank, Ltd. (“SIB™), and its affilisted Houstori-based investmient advisers, Stanford

Group Company (“SGC”) and Stanford Capital Management (“SCM”).

Certificates of Deposit

Acting through 2 network of SGC financial advisers, SIB has sold approximately $8

billion of so-called “cettificates of deposit™ to investors by promising high interest rates. SIB

. claims that it offérs high yields because of its umque investment strategy, which has purportedly



enabled the bank to achieve double-digit returns on ‘its investinents over for past 15 years. As

ﬁﬂher described below, thie bank’s claims are improbablé and unsubstantiated.

yearly audits by Antiguan regulators. Recently, as the markét absorbed the niews of Betnard
Madoff’s massive Ponzi scheme, SIB told investors that the bank had no “direct ot ffidirect”
exposure o Madoff’ s scheme.

These assurances are false. SIB’s investment portfolio was not invested in liquid
financial instruments or allocated in the mannier described in its promotional material and public
repoftS- Instead, a substantial portion of the ‘bank's portfolio was invested in illiquid

investments, such as private equity and real estate, Further, the vast majority SIB’s multi-billion

dollar investment portfolio was not monitored by a‘tearn of analysts, but rather by two people —
Allen Stanford and James Davis. And contrary to SIB’s representations, the: Antiguan regulator
responsible for oversight of the bank’s portfolio; the Financial Sefvices Regulatory Cominission,
does not audit SIB’s portfolio or vetify the assets SIB claims in its financial statements. Finally,
SIB has exposure to losses from the Madoff fraud scheme despite the bank’s public assurances to
the contrary.

SGC has also failed to disclose material facts to its advisery clienis. In December 2008,
SGC’s clearing broker advised SGC that it would no longer facilitate wire transfer requests to
SIB on behalf of existing clienits who desire to pirchase SIB CDs. Thie clearing broker decided
to stop transferring money to the bank because of suspicions about the bank’s purported

investment refurns and the overall lack of “transparency” into the bank’s portfolio of

SEC v. Stanford Internationdl Bank, Ltd, et al. 2
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investments. SGC never disclosed to clients that Pershing refused to transfer client funds fo

SIB.

During the past several weeks, the Securities and Exchange ConimiSsion subpoenaed SIB
bank records and witnesses in an effoit to account:for the $8 billion of investar funds held by the
bank. Among others, the SEC issued subpoenas to Stanford, Davis, and-0.Y. Goswick, a SIB
board member residing in Texas, who is puportedly responsible for “investments.” Nong of
these witnesses appeared for testimony or produced a single.document. Further; SIB represented
that Juan Rodriquez, SIB’s president who resides in Antigua, would voluntarily appear in the
United States to.give sworn testimony to the SEC and account for investor fimds. Mr, Rodriguez
failed to appear for testimony. The SEC did; however, take sworn testimony ffom Stanford
Financial Group’s Chief Investment Officer and SIB investment committes member (Laara
Holt nor the SIO could account for the $8- billion entiusted to the bank by its clients: In fact,
Pendergest-Holt and the former SIO could only identify Staniford and Da;szii"s as people-having
knowledge and access to the vast majority of SIB’s portfolio. |

Stanford Allocation Strategy

47

Stanford’s fraudulent conduct is not Hmited to- the sale of CDs. Since 2005, SGC -

advisers have sold more than $1 billion of 3. proprietary muiual find wrap program called
Stanford Allocation Strategy (“SAS™), using materially false and misleading historical
performance data. The false data has helped SGC grow the SAS program from Iess than $10
million in around 2004 to over $1 billion gener.at?ing fees for SGC/SCM {(and ultimately

Stanford) in excess of $25 million. And the fraudulent SAS performsance was used to recruit

SEC v, Stanford Interristional Bank, Ltd, et ol. - 3
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registered financial advisers with significant books of business, who were then heavily

incentivized to re-allocate their clients’ assets to SIB’s CD program.’
Emergency Relief Is Appropriate
The SEC has leamned that Allesi Stanford; on or about February 6, 2009, imposed a “two-
" month moratorium” on CD redemptions, and instructed SGC advisers that the bank would not

honor redemption requests from clients. Moreover, at least one SGC financial adviser

misréprésented 10 a client that the Commissiosn had frozen CD-related accoumts for two months.

[App. 672-73, 1118]. Finally, last week, SIB’s counsel nofified fhe Commission that he was
withdrawing as counsel. [App. 1121]. In so doing, SIB’s counse]l advised the Commission that
he and his law firm “disaffirm all prior oral and written representations™ regarding Stanford
Financial Group and its affiliates. [Aﬁp. 1122]. |
The frandulent scheme is ongoing. SIB:is continuing to sell CDS. And SGC/SCM is
continuing to sell SAS. Moreover, the vast mgjority of investor funds have not been accounted
for and remain under the control of the Defendants, Investor funds and bank ‘assets need to be
located, secured and marshaled by a Receiver for the benefit of investors. Emergency relief is,
tiaereforc, necessary and appropriate in this matter.
To protect investors and to halt this fraudulent scheme, the Commission seeks: (1) an ex
parte temporary restraining order and preliminary injuniction against future violations by

Defendants; (2) an immediate freeze of all assets of Defendants; (3) an order requiring

Defendants to provide an immediate accounting: (4) a répatriation order: (5) an order that |

Stanford and Davis surrender their passports; (6) an order p_rohibiﬁng“ the destrucfior; of records;

! In addmon to the antifraud violations described above, $1B, SGC and SCM violated Section 7(d) of the

Investment Company Act, which prohibits foreign investment companies and' their underwriters from sellmg
securities in the U.S. without registering with the Commission. Had.SIB complied with the law and registered as an
investment company, SIB would have been subject to exammatron by the Commission.

SEC v. Stanford Interrational Bank, Ltd., et al, 4
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(7) an order expediting discovery; and (8) the é‘.ppoinunent of a Receiver to take control of the
assets of the Def'endants to matshal and pie,sei’?e assets for the benefit of the investors defrauded -
by the Defendants.

Stanford International Bank, Ltd. purports to be-private international bank domiciled
in St. John’s, Antigua, West Indies. [App. 527, 859, 8871 SIB claims to serve 30,000 clients in
131 countriss and holds $7.2 billios it assets vader managerient. [App. 53817 SIB’s multi-
billion portfolio of investments is managed by the SEG’s chief financial officer in Memphis,
Tennessee. [App. 058, 388, 936]. Unlike a commercial bank, SIB-does not loan money. [App.

50, 668, 862, 1011, 1017]. SIB sells the CD to U.S. investors through SGC, ifs affiliated

investment adviser. [App 668].

Stanford Group Cempany, a Housfon-based corpéraﬁon; is registered with the
Commission as a broker-dealer and investment adviser, {App: 585]. SGC has offices located
throughout the U.S,, including Dallas, Texas: [App. 928, 945]. SGC’s principal busitess
consists of sales of SIB-issued securities, marketed as “certificates of deposit.” [App. 590, 668].
SGC is a wholly owned subsidiary of Stanford Group Holdings, Tnc., which in turn is owned by
Robert Allen Stanford (“Stanford™). [App. 46, 586, 947].

Stanford Capital Management, a registered invéstment adviser [App. 585, took over
the management of the SAS prograin (formerly Mutual Fund Partmers) from SGC in early 2007.
Stanford Capital Management markets the SAS program through SGC. [App. 6791

Robert Allen Stanford, a U.S. citizen, is the Chairman of thé Board and sole shiareholder

of SIB and the sole director of SGC’s parent company. [App. 46, 76, 586, 881-82].

2 - SIB's Annual Report for 2007 states thiat SYB has 50,000 clients [App. 859].

SEC v. Stanford International Bank, Lid., et al. 5



James M. ﬁaﬁs, a U.S. citizen and resident of Baldwin, Mississippi and who offices in
Memphis, Tennessee and Tupelo, Mississippi, is a ditector and chief financial .bfﬁcer of SFG and
SIB. [App. 890, 881-82],

Financial Group and a member of SIB’s investment committee. [App. 31, 74-75, 524]. She
supérvises a group of analysts in Memphis, Tupelo, and St. Croix who “oversee” performance of
SIB’s “Tier IT” assets. {App. 80-81].
OI. STATEMENT OF FACTS

A.  The Stanford Empire

Allen Stanford has created a web of affiliated companies that exist and operate under the

brand Stanford Financial Group (“SFG™). [App. 926-37]. According to the company’s website,

SFG is a privately-held group of companies that has in-excess of $50 billion “under advisement,”

[www.stanfordfinancial.com].
SIB, one of SFG's affiliates, is a private, offshore bank that purports o have an

independent Board of Directors, an Investment Committee, a Chief Investment Officer and a

group of SFG employees who maintain offices in Memphis, Tennessee, and Tupelo, Mississippi,
purportedly monitor the bank’s assets. [App. 80-81, 388].

SIB is opergted by a close-nit circle of Stanford’s family,'ffiend. and their confidants. For
example, Davis was Stanford’s college classmate at Baylor University in the 1970s. SIB’s Board
of Directors includes Davis, Stanford, Stanford’s father James A. Stanford; and 0.Y, Goswick; a
Stanford family friend from Mexia, Texas, whose busitiess experience includes cattle-ranching

and car sales. [App. 882, 899]. SIB’s investment commiittee, which is purportedly responsible

SEC v. Stanford International Bank, Ltd., et al. . 6
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for the management of the bank’s multi-billics d_ellajr: portfolio of assels; is c&mpﬁsed- of
Stanford, Stanford’s fathier, Davis, Goswick and Laura Pendergest-Holt. [App. 524)
Pendergest-Holt, who became acquainted with Davis at their church in Baldwin, Mississippi,
joined SEG in 1997, after graduating froin Mississippi Stafe Univetsity with 4 masier’s degree in
mathematics. [App. 73] Prior to joining SFG, Pendergest-Holt had no experience in the
financial services or securifies industries: [App: 7313 Bas‘e;d on these relationships, and the fact
that Stanford is the sole shareholder of SIB and SGC, it appeats that Stanford is subject to Hf,ﬂé
or no independent oversight.

B. Stanford International Bank.

As of November 28, 2008, SIB reported $8.6 billion in total assets. [App. 541]. SIB’s
primary product is the CD. [App. 74, 403, 590;-668-701. SIB aggrepates customer ‘dcp'oéiis,
and then purportedly re-invests those finds in a “globally diversified portfolio” of asséts.

For almost fifieen years, SIB represetited that it has expefienced conisistently high returs

on its investment of deposits (ranging from 11.5% in 2005 to 16.5% in 1993):

3 Further ,Ken Weeden holds the uﬂe of Managmg Direptor-Researc}:_l zmd Investments Ha snpemses a

mster-m-!aw [App 588] Dav:s son, and Bk ieast one of i
résponsibilities mclude inepatt, oversight of 2 small portion o

4

S!B sold more 'shan $‘i bﬂhon m CDs per-year betw:eex_x 2005 and 2007, mciudmg safes to U S mvestors ,

906-12]

SEC v. Stanford Irternational Bank, Ltd, et al. : T
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[App. 345, 670, 1030].

Since. 1994, SIB-claims that it has never failed to hit targeted investment returns in-excess
of 10%. [App 407, 590). And, SIB e¢laiins that its “diversified portfolio of investments” lost
only $110 million or 1.3% in 2008, [App. 541]. During the Same time period; the S&P 500 lost
39% and the Diow Jones STOXX Europe 500 Fund lost 41%, Id.

SIB’s historical teturns are improbabls, if not impossible. After réviewing SIB’s retutns
on investment over ten year,_;;, a pcrfbﬁnance'reporting consultant hired by Stanford characterized
SIB’s performance as “not possible — almost statistically impossible,” [App. 159-150]. Further,
in 1995 and 1996, SIB teported identical returms of 15.71%, a femarkable achievement
considering the bank’s “diversified investment portfolio.” [App. 345, 670] According to

Pendergest-Holt, it i§ “imi‘jrobable?’ that SIB could have ';ma‘x-iaged a “globally diversified”

portfolio of investments so that it retuined idenfical resulfs ifi conisecutive years. [App. 106]. .

- Likewise, the above-referenced performance reporting consultant believes. that it is “imipossible”

to achieve identical results on a diversified investinent portfolio- in consecitive years. [App.

SEC v. Stanford International Bank. Lid, et al. 8
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151].  Nonetheless, SIB confiniies to. promote its CDs using these iinprobableiﬁnplausiblé-

returns. [App 345, 590, 670},

SIB’s consistenily high returns of investinent have enabled the bank t6 pay a significantly
higher tate on its Cb‘ than conventional barks. [App. 531, 533). For example, SIB. offered
7.45% as of June 1, 2005, and 7.878% as of March 20, 2006, for a fixed rate CD based :on an
invéstment of $100,000. [App. 668]. On Noveriber 2‘.85 2008, SIB guated 5.375% otia 3-year
Flex CD, wfhﬂ;cvcemp‘.fatablé U.S. Banks® CDs paid vinder3.2%. [App. 541].

SIB’s extraordinary returns have also enabled the bank fo pay disproportienately Targe

535

commiissions. to SGC for the sale of SIB CDs. [App. 591, 6:69];.55 SGC receives a 3% fee from

SIB on sales of CDs by SGC advisers. [App. 591]. Financial advisers receive a 1% commission
upon the sale of the CDs, and are eligibie to teceive as much-as a 1% trailing commission

throughout the tetm of the CD. [App. 591, 669]. SGC promoted this genefous commissich

structure in its effort to recruit established financial advisers to the firm. [App. 669]. The

commission structure alse provided a powerful incentive for SGC financial advisers o
aggressively sell CDs to ‘ﬁﬁi‘ted States investors, and aggressively ‘expanded its number of
financial advisets in the United States. Id.

SIB purportedly managed the investment pertfolio from Memphis and Tupele, SIB’s
investment portfolio, at least internally, was segregated fiito thrée tiers: (a) cash and cash
equivalents (“Tier 17), (b) investments with “outside portfolioc managers (25%)” that are
monitored by the Analysts (“Tier 2”), and (c) unknown assets under the apparent control of
S’cgnford and Davis (“Tier 3”). [App. 31, 586]. As of December 2008, Tier 1 represented

approximately 9% ($800 million) of the bank’s portfolio. [App. 586]. Tier 2, prior to the bank’s

s Tni 2607, SIB paid to: SGC and affiliates:more than $291 millien in'management fees and commissioxs from

© CDsales, up from $211 million in 2006. [App. 363-870].

SEC v. Stanford International Bank, Lid,, et al. 9
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decision to liquidate $250 million of investments in late 2008, represented approximately 10% of
the portfolio. [App. 586]. And Tier 3 represented 80% of the banlé.’s, investment portiolio. [App.
585]. | |

C.  SIB’sFrandulent Sale of CDs

L SIB Misvepreserited that Its Tnvesiment Porifolio is Iivested
ananly in ‘qumd » Financial Instrimients.

In selling the €D, SIB touts the Liquidity of its investment portfolio. [App. 85, 352]. For
cixampl'e, in its CD brochure, SIB emphasizes ﬂx.e importance of liquidity, stafing; under the
heading “Depositor Security,” that the bank focuses on “maintdining the highést- degree of
liquidity as a protective factor for our depositors™ and that ﬁ:e bank’s assets are “invested in a
well-diversified portfolio of highly marketable securifies issued by stable governments, strong
multinationzl compantes and major international banks.™ [App. 528].°

Th its 2007 annual report, which was signed and approved by Stanford and Davis [App.

18.6% fixed income, 7.2% precious metals and 15.6% alternative investments. [App. 871}
These allocations were depicted in a pie chart tA_pp, 871], which was approved by Stanford and
Davis. [App. 881].

& L‘kew:se, the bank trdined SGC advisers that “hqmdlty/marketabxhty of 8IB’s invested assets” was the
“most important factor to provide security to SIB clients.” [App. 1040]. .
SEC v. Stanford Internaticnal Bark, Lid., et di. 10
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SIB’s investment portfolio is not, howéver", invested in a “well-diversified .portfolio of
highly marketable securities issued by stable governments, strong mulfinational companies and
majot interngtional banks.” Insteéad, a si%gm‘ﬁﬁént‘parﬁﬁﬁ of e bauk’s portfolio is invested Tn
iHiquid investments — namely private equity and real estate. [App. 97, 588]. In fact, in 2008, the
bank’s portfolio included at ieasf%%-pﬁ%& equity. {App. 1123-24]. The bank never disclosed
in its finaricial statements its exposure to. private equity and real esiate investments.” [App. 504,
8711.

Further; on December 15, 2008, P‘e‘.naer:gesf—Hdlt met with her team of dtialysts by
investments- (approximaieiy $250 million). [App. 587-88}. During the meeting, at least one
analyst expressed concern about the amount of liquidations in Tier 2, asking why it was

necessary to ﬁqpi&ate Tier 2; rather than Tier 3 assets, to ihcrease SIB’s liquidity. 7d

? One of the bank’s znalysts candidly adinitted that inbctuding private equity abd real estate n the Equity

-allocation “does not make sense.” [App. 585].

SEC v. Stanford International Bank, Ltd,, et'al. | 11
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Pendergest-Holt told the analyst that Tier 3 was piirnarily invested ini private equity and real
estate and that Tier 2 was “more liquid” than Tier3.? [App. 97, 587-88].

2. SIB Misrepresented that It M i “‘Bziz’zon Dollar Investment Portfolio is
Monitored By a Team 9f Anabsis

Prior to making their investment d@clsgon,»qusgecﬂvg-_iﬁYestors routinely asked how SIB

safeguarded and monitored its assets. [App: 37] In fa t, investors frequently nquired whether
Allen Stanford could “run off ‘with the [investor’s] moriey,™ 24 In fesponse to this question, at
least during 2006 and much of 2007, the SIO told investors that SIB had sufficient controls and
safeguards in place to protect assets. /4 In pérti’ciﬂai-‘,- the SIO was trained by Pendergest-Holi to
tell investors that the bank’s multi-billich portfolio was “monitored™ by the analyst téam in
Memphis, Id In communicating with investors, the SIO followed Pendergest-Holt's
instructions, misrepresenting that a team of 20-plus analysts monitored the bank’s investment
portfolio. Jd In so doing, the SIO never disclosed to investors that the team of analysts only
monitor approximately 10% of SIB’s money. /d. In fact, Pendergest-Holt trained the SIO “not
to divulge too much” about oversight of the bank’s portfolio because that information “wouldn’t
leave an investor with a lot of confidence.® Id Likewise, Davis instructed the SIO to “steer”
potential CD investors away from infortation about SIB’s portfolio. {App. 37, 43].

Contrary to the bank’s representation that responsibility for SIB’s multi-billion portfolio
was “spread out” among 20-plus bcoplc:, even Pendergesi-Holt and the SIO did not know the
whereabouts of the vast majority of SIB’s investment portfolio. [App. 356]. In fact, the only
people that Pendergest and the SIO could identify as knowing the whereabouts of the bulk of

SIB’s portfolio were Stanford and Davis. [App. 31, 98, 588]. According to Pendergest-Holt, she

8 Pendergest-Holt also stated that Tier 3 always included real estate. [App. 588]. Pendergest-Holt's

statements contradict what she had previously stated to SIB’s senjor investment adviser. [App. 40, 45].

SEC'v. Stanford International Bank, Ltd, ef al. 12
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and her team of analysts have never been privy to Tier I or Tier 3 investments. [App. 86, 586].
Similarly, the STO did not have acoess fo the bank’s records relating to Tier 3, even though he
was tespotisible; as the bank’s Senior Invesfert Officer, for “closing” deals with large
investors, “overseeing the bank’s investment portfolio” and “ensuring that the investment side is
compliant with the various banking regulatory authorities.” [App. 32, 359]. In fact, in preparing
the bank’s periodie reports (quarterly newsletters; month reports, mid-year reports and ansual
reports), Pendergest and one of the analysts send to Davis the performance results for Tier 2
investments. [App. 64]. And Davis célcul’ates the investment returns for the aggregated portfolio
of assets. Id |
3. SIB Misrepresented thut its Investment Portfolio is Overseen by a
Regulatory Authority in Anfigua that Conducts u Yearly Audit of the Fund’s
Financial Statements.

SIB told investors that their deposits were safe because the Asffiguan regulator

‘responsible for oversight of the bark’s investment portfolio, the Financial Services Regulatory

Commission (the “FSRC”), audited its financial statements. [App. 391] But, contrary io the
bank’s representations to investors, the FSRC does not audit or verify the-asseéts SIB claims in its
financial statements, [App. 675]. Instead, SIB’s accomntant, C.A.S. Hewlett & Co.,a small Jocal

accounting firm in Antigua is résponsible for anditing the multi-billion dollar SIB’s investment

portfolio.® [App. 675, 512, 881]

4. SIB Misrepresented that Hs Investment Portfolio is Without “Direct or
Indirect” Exposure to Fraud Perpetrated by Beriard Madoff.

In a December 18, 2008, létter to investors and a December 2008 Monthly Report, the
bank told €I investors that their money was safe because SIB. “had no direct or indirect

exposire to any of [Bernard] Madoff's investments.” But, contrary 1o this statement, of Jeast

? The Commission attempted several times 1o contact Hewleft by telephone. Nd one ever answered the

phone.

SEC v. Starford International Bank, Lid., et al. 13



$400,000 in Tier 2 was invested in Meridian, a New Yorkeba'sei hedge fund that used Tremont
Partners as its asset manager. Tremont invested apprommateiy 6-8% of thie SIB asseis they
indirectly managed with Madoff’s investinent firm. [App. 1710]. Pendergest-Holt, Davis and
Stanford knew about this Madoff exposure. Pendergest-Holt and an analyst were personally
notified by Meridian of the Madoff exposure, [App. 1122-1124]. On Dleé_ember“ 15, 2008, the
analyst confirmed the Madoff exposure through a weekly report (enﬁﬂed."i“Laur@a Report™) that
was typically sent to Pendergest-Holt, Davis and Stanford. The report estimated “a loss of $400k
.. . based on the indirect exposure” to Madoff. [App. 1125-1126].
5. Pershing Transparency o
On or about December 12, 2008, Pershing, citing suspicions about the bank’s investment
returns and its inability to get from SIB “a reasonable level of tratisparency™ into its investment
portfolio, informed SGC that it would no longer process wire transfers from SGC to SIB for the
purchase of the CD. [App. 675]. Since the spring of 2608, Pershing tried nnsuccessfilly to get
an independent report rega;'ding SIB’s financials condition. Id On November 28, 2008, SGC’s
President, Danny Bogar, informed Pershing that “obtaining the inde;ﬁendent Teport was not a
priority.” Jd Between 2006 and December 12, 2008, Pershing sent to SIB 1,635 wire transférs,
totaling approximately $517 million, fromi approximately 1,199 customert accounts. Jd

C. SGC and SCM Misrepresented SAS Performance Resulis.,

From 2004 through 2009, SGC and SCM induced clients, including non-aceredited, retail
investors, to invest in excess of $1 billion i its SAS program by touting its track record of
“historical performance.” [App. 679]. SCM highlighted the purported SAS track record in
thousands of client presentation books (“pitch books™). [App. 679_;.681]. For example, the

following chart from a 2006 pitch book presented clients with the false impression that SAS

SEC v. Stanford Intérnational Bark, Lid, et al. 14

Hh8




[

accounts, from 2000 through 2005, outperformed the S&P 500 by an average of approximately

13 percentage points [App: 757]:

2001 | 2000 |

SAS Grawih | 1200% | 16.95% | 3284% | -333% | 432% | 1804%

S&P 500 | 491% | 1088% | 2360% | -2240% |-11.80% | -011%

SCM used these impressive, but fictifious; performance resulfs to grow the SAS program to over
$1 billion in 2008. [App. 679110

The SAS performance resulis used in the pitch books from 2005 through 2009 were
fictional and/or inflated. Specifically, SCM misrepresented that SAS performance results, for
1999 through 2004, reflected “historieal performance™ when, in fact, those results were fictional,

or “back-tested”, mumbers that do not refléét results Of actinal trading. [App 9-12; App. 682-

© 685], Instead, SCM, with the benefit of hindsight, picked mutual funds that performed extremely

well during years 1999 through 2004, and presented the performance of those top-performing

- funds to potential clients as if they were actual returns earned by the SAS program.”’ [App. 10-

0 SGC also used the SAS track recard to recruit financial advisers away from legitimate advisory firms

who had s:gmﬁcant books of business. [App. 594; 6811 After arriving at Stanford, the newly-hired financial
advisors were encouraged and hlghly Sticentivized to put their chients’ 4sssts i the SIB CD: [App. 669:670].

n Cn occasion, the piich books included dlsclanners describing fhe back-fested performance as
hypothetmaf These disclaimers were wholly inssfficient becanse they @y appgared i only some of the pich
books, (1) were buried in smiall text at the back of the document; and (m’} did not adequately dispel the misfeading
suggestion that the advertised pérformsnce represetited actual trading, [App. 800-801)

SEC v. Stanford International Bank, Ltd, ef al. 15 -
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11]. Similarly, SCM used “actual” model SAS pérformance results for years 2005 through 2006
that were inflated by as much as 4%." [App. 577-582; 681-684; 757).

SCM’s management knew that the advertised SAS performance results were misleading

o

and inflated. [e.g., App. 10-13]. From the beginning, SGC/SCM management knew that the pre-
2005 track record was purely hypothetical, [Id]. And, as early as November 2006, SCM
investment advisers began to question why their actual clients were not receiving the retums
advertised in pitch books. [App. 12-15; 597]. In response to these questions, SCM hired an
outside performance reporting expert, to review certain of its SAS performance results. [App.
111]. In late 2006 and early 2007, the expert informed SCM that its performanice results for the
twelve months ended September 30, 2006 were inflated by as much as 3.4 percentage points.
[App. 122-126]. Moreover, the expert informed SCM managers that the inflated performance
results inchuded unexplained “bad math” that consistently inflated the SAS performances results
over actual client performance.”® [App. 123, 152]. Finally, in March 2008, the expert informed
SCM managers that the SAS performance results for 2‘0(§5 were also inflated by as much as 3.25

percentage points.™ [App. 140-145].

iz

amounts. [App 682-683] For exampie in 2000 actual SAS chent retums ranged from neganve 7.5% to
positive 1.1%. In 2001, actual SAS client Tetums ranged from negative 10.7%.to negative 2,1%. [#]. And, in
2002, actual SAS clieiit returns xanged from" negatlvef 26.6% to negafive 8.7%. [Id] These retamm ﬁgures are all
gross of SCM advisoty fees ranging from 1% to 2.75%. [App- 842] Thus, Stanford’s claims of substantial
market out performaiice wére blatantly false. (e.g., a claimed return of 18. 04% n 2000, when actual SAS
investors lost as much as 7.5%). [App. 682-683],

13 During sworn testimony, the expert- characterized this “bad math” problem as. “ﬁshy, and could not

provide any ‘innocent explanation as to why the sapposed mathermatical errors Worked consistently to the favor of
the SAS models. [App. 123].

B

Despite being informed in early 2007 that its 2006 performance results were materially mﬂased SCM
continued dsing mﬂated fesults for 2005 kil in early 2008 it-received Irreﬁltable eviderice of the: mﬂabed 2005
resufts. -SCM did not inquire iito the accuracy of the pre-2005 numbers until the SEC exar staff m early 2009

asked SCM management pointed questions about pre-2005 performance. [App. 131; 681; 6841,

SECv. Stanford International Bank, Ltd., et al. 16
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Despite their knowledge of the inflated SAS refurns, SCM management continued using
the pre-2005 track record and never asked the performance expert to audit the pre-2005
performance. [App. 131; 577-582; 681; 684]. Iy fact, in 2008 pitch books, SCM presented the.

back-tested pre-2005 performance data under the heading “Historical Performance” and

“Minager Performance” along side the aidited 2005 throngh 2008 figures, [App: 794} SCM’s
outside.consultant testified that it was “misleading” to present audited performance figurés along
side back-tested figures. [App: 154]. |

Finally, SCM compounded the decepfive nature of the SAS frack récord by blending the

‘back-tested performance with audited composite performance to create anmualized 5 and 7 year

- sample of this m;:sle_admg- -dlsclomc used in 2008 and 2009 follows:

Caler "dar?wﬁetam
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Other than the fees paid by SIB to SGC/SCM for the sale of the €D, SAS was the second

‘most - significant source of revenue for the firm. In 2007 and 2008, SGC/SCM received

approximately $25 million in fees from the marketing of SAS. [App. 680].

SEC v. Stanford International Bank, Ltd,, et al, 17



IV. LEGAL DISCUSSION AND ARGUMENT

Becatise the Comnission is “not ... an ordinary lifigant, but ... a statutory guardian

charged with safegusrding the piiblic interest in enforcing fhe seciities laws,” its burden to

secure temporary or preliminary relief is less than that of a private party. SEC v Maﬁégémznt

62

Dymamics, nc., 515 F.2d 801, 808 (2™ Cir. 1975). “[Wihen “the public interest is involved ina

proceeding of this matare, fthe district court’s] eqlﬁtaﬁfe POWETS assume an even Bro‘f;iﬁje: and
more flexible character than when only a pﬁl‘iVatecontrw_ersy is at stake,”™ FSLIC v. Sahwi, 868
F.2d 1096, 1097 (9th Cir. 1989), cifing FTC v, HLN. Singer, Inc., 668 B.2d 1107, 1112 (9t Cir.
1982). For example, the 'Commission does notﬁeedf to show irreparable injury or a balance of
equities in its favor. Id; see also SEC'v. Unifund SAL, 910 F.2d 1028, 1035 2™ Cir. 1990). Nor

does the Commissien need to demonstrate the lack of an adequaie remedy at law, as. private

litigants must. See SEC v. Cavanagh, 155 F.3d 129, 132 (2™ Cir. 1998); SEC v. Scott, 565 F.

Supp. 1513, 1536 (SD.N.Y. 1983), aff’d sih nom., SEC v. Cayman Islands Reins. Corp., 734
F.2d 118 (2™ Cir. 1984). |

Moreover, the ancillary remedy of a freeze order requires a lesser showing than that
needed to obtain injunctive relief. See SEC v. Gonzalez de Castilla, 145 F. Supp. 2d 402, 415
(S.DN.Y. 2001) (*courts may order a freeze even where the SEC has failed to meet the standard
necessary to enjoin future violations”). For example, to obtain an asset freeze, the Commission
need not show a reasonable likeliiood of future vi‘oléﬁons. CFTC v. Miclie_r, 570 F.2d 1296,
1300 (5" Cir. 1978). Instead, when there are concerns that defendants might dissipate asséts, a
freeze order requires only that the court find some basis for inférring a violation of the federal
securities laws. Unifund Sal, 910 F.2d at 1041. Similarly, it is well-established that the Court

has the authority to grant any form of ancillary relief where necessary and proper to effectuate

SEC v. Stanford International Bank, Ltd, et al. 18
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the purposes of the federal securities laws. SEC . Materia, 745 F.2d 197, 200 24 Cir. 1984),
cert. denied, 471 U.8."1053 (1985). Included in the court’s equitable powers is: the authority to
appoint receivers. See, e.g, SEC v. First Fin. Group, 645 F.2d 429, 439 (5th Cir. 1981).

A, The Defendants Violated the Antifraud Provisions of the
Secarities Act and Exchange Act. ‘

1 Section 17{a) of the Secuzities Act and Section 10{k) of the Exchange
Aét and Rule 1056-5 Therennder.

Section 17(a)of the Securities Act prohibits the employrent of 4 ffaudulent schemie or
the making of material misrepresentations and omissions in the offér or sale of a security.
Section 10(b) of the Exchange Act and Rule 10b-5 thereunder prohibit the same conduct, if
cominitted iri cotinection with the purchase or sale-of securities.” A violation of these provisions
occurs if the alleged misrepresentafions or omitted facts were material, Information Is material if
there is a subsfantial likelihood that the omitted facts would have assumed significance in the
investment delibetafions of'a reasoniable investor. Basic, Iné. v. Levinson, 485 U8, 224 {1988).

Estabhshmg violations of Section 17(2)(1) of the Securities Act and Section 10(b) of the
Exchange Act and Rule 10b-5 thereunder requires a showing of scienter. Aaron v. SEC, 446
U.S. 680 (1980). However, actions pursuant to Sections 17{2)(2) and (3) of the Securities Act do
not require such a showing, Id Scienter is thé “mental state embracing intent to deceive,
manipulate or deﬁaﬁ&;”' Ernst & Erust v, Hochfelder, 425 U.S. 185, 193 {1976). Scienter 18
established by a showing that the defendants acted intentionally or with severe recklessness. See

Broad v. Reckwell Int'l Corp., 642 F. 2d 929 (5th Cit) en bane, cert. denied 454 U.S. 965

Even if the investments offered do mot exist, the antifrand provisions of the federal securities laws still
apply. SECv. Lauer, 52 F.3d 667, 670 (7ih Cir. 1995).
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(1981). Stanford, Davis, Pendergest-Holt, and the Stanford corporate defendants violated these
antifraud provisiots.®

2. Defendants’ Fraud Was in Connection with Offer o Sele of Securipy:

There is little doubt hiere that the defendants fraud was in connection with the offer, sale
or purchase of securities.

a. Defendants’ Clients Sold Other Securities
in Order to Pirchase CDs.

First, even the “scrafch the surface” level p‘f evidenice able to Be:compﬂéd in advance of
this emergency motion confirms that defendants fraudulent: behavior, staternents and omissions
concerning SIB’s CD program coincided with significant — and successfil — efforts to. lure
investors to convert (Z.e. sell) their existing secun’ues holdings inio investments in SIB’s CDs.
From August 2008 through Decémber 2008 alone, approximately 50 SGC clients liquidated
approximately $10.7 million m stocks, bonds, and other similar securitics and invested that
money in SIB’s CDs. [App. 593]. This sémﬁling, particularly when viewed in light of the heavy
incentives SGC gave to its advisers to push SIB’s CDs, strongly suggests that the fraudulent
behavior outlined above coincided directly with the selling of, at least, millions of dollars in
investments that are quintessential securities, such as stock. Accordingly, there can be no serious
dispute that Defendants fraudulent conduct was in connection with the offer or sell of securities.
See SEC v. Zandford, 535 U.S. 813, 825 (2002) (holding that the “in connection with” element is
satisfied by “a fraudulent scheme in which the securities transactions and breaches of fiduciary

duty coincide™).

ks

1 To the extent the Court concludes that Stanford, Dayis and Pendergest-Holt should not be held directly
lizble for violating Section 10(b) of the Exchange Act and Rule 10b-5 theréunder, the evidence demonstrates that
they are liable for aiding abetting violations of those provisions.
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b. The CD is a security.

In addition to fraud in connection with the sellz‘n_g of securities, the defendants” fraud was

“also in copnection with the purchase of securities, 1., SIB’s CDs. Tn fact, SIB itself admits that

“[b]y making this offering 10 Actredited Investors in the United States; SIBL and its officers are
subject to tertain laws of the United States, including the anti-fraud provisions of the U.S. -
federal securities laws and similar state laws?” [App.888]
| The Stipretiie Court has emphasized that all notes — mcludmg products such as the

“certificate of deposits” sold in this case — are presumed to be securities. Reves, 494 U.S. at 64.
This presumption miay be rebutted only by aﬁ;-s'lfifsiawing that the note bears a strong resemblance to
certain entrherdted non-securities such as “the note delivered in consnmer ﬁnandng, thie note
secured by a mortgage on a bome, the short term note secured by a lien on a small business or
some of its ,assetg,-_ the note evidencing a “character” loan to a bank custormer; short-term notes
secured by an assigniment of‘accounts receivable; or a riote which simply formalizes an open-
account debt incurred inthe ordinary course of business. Reves; 494 1.8, at 65, To defermine
whether such resemblance exists, the Supteme Court has applied a “family resemblance test,”
instructing that it is necessary to analyze the following four factors: (1) the motivation of the
parties; (2) the plan of distribution; (3) the reasonable expectations of the investing public; and
(4) the-existence of factots which would reduce the risk of the instﬁmeztt. Id. Notably, no one
factor by itself is dispositive. Id

A compatison of the instrurents deemed to be securities in Revey to the current CDs
demonstrates that there should “be little difficulty in concluding that the notes st issue hére ére

‘securities:’” Reves, 494 U.S. at 67.
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Factor

Motivation of Parties

Plan of distribution

Public’s Reasonable
Expectation

Whether some factor such
as the existence of another
regulatory scheme
“significantly reduces the
risk of the ihstrument,
thereby rendering
application of the
Securities Acts
npnecessary.”

Notes were “offered and sold to abroad
segment of the pubhc, and'that is:all we
have held necessary to estabhsh the
requlsxte ‘common tradmg jnan
mstroment.”

“Advertisements for the notes
characterized ther as-“investments’ ..

and there were no countervalimg factors
that would have led a reasonable person
to question this characterization:”
Reves, 494 U.S. at 63-69.

“notes here would escape federal
regulation entirely if the [Securities]
Acts were held notto apply.” Reves,
494108, at 69.

Notes were offered to'a broad
segment of the public.

SIB'provides to-its U.S. investors,

_ among other things, 2. document

tifled “Disclosure Statement U.S.
Accredifed Investor Certlﬁcate
of Deposit Program, This
document prominiently featuresa
page labeled, “SECURITIES
INVES'IMEHT ST ATEMENT ?
and reférs to the purchase as“an
thvestment decision.”

Absent securities laws, no federdl
regulatlen over fraudnlent
statements and omissions made in

sale of CDs appears to apply

Importantly, the Reves Court held that if the seller’s purpose is to finance substantial

investments and the buyer is interested primarily in the profit the instrument is likely to generate,

the instrument is likely to be a security. Jd. at 66. That is precisely the situation here. Likewise,

when the issuer solicits individuals, as compared to solicitations of sophisticated inistitutions, that

indicates “common trading” and weighs in favor of finding the instroment a security. Again, that

is the case here, where SIB, acting thiough its affiliated investrent adviser and brokez-dealer

routinely solicits individuals via retail investients. [App. 593, 668]. Third, the public would

reasonably view these instruments as securities investiments, particularly where SIB itself

SEC v. Stanford International Bank, Ltd, et al,
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deseribes them repeatedly as investments and advises clienis that the offering of the CDs is
subject to the antifraud provisions of the federal securities laws. Importantly, in-Stoiber v. SEC,
161 F.3d 745, 750 (D.C. Ciz, 1998}, the D.C. Circnit Court held that courts should ‘consider

instruments to be seourifies on the basis of public expectations, “even where an economic

analysis of the circumstances of the particular transaction might suggest that he instruments ave
not securities as used in that transaction,”™’

The only factor that arguably weighs against the conclusion that thie CDs are securifies
concerns the existence of some other ﬁsk-‘reduciag. system, given that SIB is subject o some

regulatory oversight by the Financial Services: Regulatory Commission of Antigua. To put it

simply, this putative oversight is irrelevant. ¥

First, unlike some eatlier lower court decisions, in Reves, the United States Supreme
Court made it clear that its fourth factor considered the existence of alternate federal regulatory

system, such as FDIC pr,otéaﬁ‘on. 494 U.S. &t 69, (citation o

tited and emphasis added). For
example, in evaluating this factor after Reves, the Tenth Circut noted that regulation by a state is
not enough. See also Holloway v. Pear, Marwick, Mitchell & Co., 900 F.2d. 1485, 1488 (10th
Cit. 1990), cert, denied, 498 U.S. 958 (1990) (holding that the Supreme Court in Reves clearly

required an aliernative federal regulatory system); see also Bradford v. Moench, 809 F. Supp.

o In Stozber, the D,C. Cirouit Court noted [h&lf the Supreme Court i Reves descﬁbed ﬂns factor as aone.-
way ratchet” that “difows 6o s ‘that’ ' ‘ 4
notiethsless to be eated 4 b

notes which under the other faciors would be déeined sett
at 751,

fiss 1o, escape the teach of :egul ory laws,” 151 F. Zd

18

The Commission has ‘noted elsgwhere certain facets of the FSRCs xeguiatory fole. The giiestion is fiot
whethiet the FSRT &irries out those preseribed fespon es, but whether that oversight — as: designed -

syirtually goatanfees” the ﬁlﬂ recovery of deposits: In.. _ﬂ_aluaung that qaest:on, it is worth noting how the
ad:mmstxatm and chief execufive of the FSCR was guoted late last week i the Ppress, when He described his
agency’ 's new approach to overseeinig’ SIB’s activities: “it’s not & Friday afternoon cockiail anymore ..."
(emiphasis added).

SEC v. Stanford International Barnk, 11d,, et al, - 23
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1473, 1483 (D. Utsh 1992) (following Holloway decision and holding Utah regulatory system
cénn'ot serve as risk reducing factor).”

As thé Supreme Court made cléar’ in Myrine Bank, 4 cerfificate of deposit does not
invariably fall outside the definition of a. ‘security’ and “each transaction must be analyzed and
evaluated on the basis of the contént of the instruments in question, the putposes intended to be
served, and thelfactual.sﬁetﬁiig‘. as awhole.” Marine Bank, 455 U.S. 551 111 (1982). Here, the
factual setting weighs strongly in favor of subjecting SIB’s €Ds to the federal seouritics laws,
There simply is nothing here suggesting that the regulatory ove;rsi'ght provided by Antigna conies
close to providing the “virtual gnarantee” of repayment the holder of the particular CD at issue in
Marine Bank or Wolf bad, in contrast to an ordinary long-term debt holder who assumed the risk
of the borrower’s insolvency. Here, SIB’s CDs have no FDIC protecfion, or any insurarice

protection from any Antiguan regulatory or government authority.”

et T.he Comxmssmn reCOgmzes that several cncmts mc]udmg the F1fth C‘u’cmt have concluded pnor: to

considered mveslment contIacts” covered by tbe :federal semmtzes laws. ShouId the: Coun w1sh addmonal
briefing on that issue, the Commission is prepared to provide if.

It should be noted, however, that the Commission ~ the primary agency responsible for determining
whether the secorities laws cover cértai instrimesits — Hag appIxed the Securities Act.to ingtruments. the offering
party claiméd were similar to certificates -of deposits, despite: the, existenceof cerfain’ oversight by & foreign
regulator, See I the Matter of State Bank of Pakistan; Admiin Proc. File N6, 3-7727, 1992SEC Lexis 1041 {May 6,
1992)

» This lack of refund guarantee is only exacerbatéd by SIB’s attempts to kull fnvestors with various clairis
of “insurance” that do not provide protection to the investor.

SEC v. Stanford International Bank, Lid, ef al. 24
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Indsed, SIB itself admifs in various offering docusients that its customers assiime the risk
of SIB’s insolvency, stating in substance that “the ability of SIB to repay principal and interest
on the CD Deposits is dependent on our ability to successfully operate by continuing to make
consistently profitable investment decisions™ and “you may lose your entire investment.” [App.
8901, This is precisely the sort of risks the anfifrand provisions and other protections of the
federal securitics laws were designed #o address.

3. Defendants Misrepresentations and Omissions Were Miterial.

The misrepresentations to and information withheld from investors in this case concern;
among other things, the disposition of offéring proceeds, the security of investment principal, the
returns associated with the investment, and the liquidity of the investment. These issues go to
the core-of an individnal’s investment decision. There s a substantial likelihood that these false
representations and omiséions would ha?e assnined actual sigpificance in the investment
deliberations of a reasonable investor. They are therefore miaterial, See SEC v. Research
Awtomation Corp., 585 F.2d 31, 35-36 (2d Cir. 1978) (misleading statements and omissions
concerning ‘:the use of money raised from ifivestors were material as miatter of law); Sée also
United States v. Siegel, 717 F.2d 9, 14-15 (2d Cir. 1983) (holding that failure to' disclose the
misappropriation of more than $100,000 was a fact which would be important to & s.tockhplder in
his decision making).

4. The Defendants Acted With Scienter

In making their zﬁa‘t’e.fi'al* miisstatemients and omissions, the Deféendants acted with

scienter, which is a mental state embracing intent 1o deceive, manipulate, or defrand. Ernst &

Ernst v, Hochfelder, et al., 425 U.S. 185, 193 (1976). %" Here, the misrepresentations go to the

2 A violation of Section 17(2)(1} of the Securities Act also requires a showing of scienter, However, the U.S.
Supreme Court has held that scienter need not be shown in order to establish violations of Sections 17(2)(2) and (3).

SEC'v. Stanford Interpational Bank, Lid., &t al. 25
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core of the investment model marketed to investors. Selling investments marketed as highly
liquid, but which were in fact heavily invested in illiquid private equity aid real estate, while
knowing that only two people actually knew the portfolio alfocation and kept that information
under lock and key is, at a minimum, severely reckless, Indeed; this action .épeaks of a high

degree of scientér. Moreover, the dctions of controllitig individuals, and therefore their scienter,

are attributable to the controlled company. See SEC v. Manor Nursing Centers; Inc., 458 F.2d-

1082, 1094 (2d Cir. 1971).

B.  Stanford, SGC and SCM Violated, and Davis and Pendergest-Holt Aided
and Abetted Violations of, the Antifraud Provisions of the Investrvent
Advisers Act of 1940.

Through their deceitful and fraudulent conduct in selling the CDs and SAS, Defendants
violated the antifraud provisions of the Investment Advisérs Act. This is tfue, even if the Court,
for the sake of argument, determines that the déféndants"- fraud was not in connection with the
offer, sale or purchase of securities forpurposes of Section 17¢a) of the Securities Act or Section
10(b) of the Exchange Act.

1. Section 206 Imposes a Fiduciary Duty on Defendants Prohibiting
Defendants Fraudulent Condiict

Sections 206(1) and 206(2) of the Advisers Act (15 U.S.C. §§ 80b-6(1) & 80b-6(2)),
prohibit an investment adviser from defrauding any client or prospective client by, directly or
indirectly, employing any device, schertie; or artifice to defraud. or engaging in any transaetion,
practice or course of businiess which operates as a fraud or deceit iipon any cliesit or prospective
client. Whﬂe scienter is required to establish a violation of Section 206(1), negligence alone is
sufficient to establish fraud liability uitder Section 2;0'6(2)-.' SEC v. Capital Gains Research

Bureaw, Inc., 375 U.S. 180, 195 (1963); Steadman v. SEC, 603 F.2d 1126, 1134 (5th Cir. 1979),

of the Securities Act. Aaronv. SEC, 446 U.S. 680, 696-97 (1980).

SEC'v. Stanford International Bank, Ltd,, et al. . 26
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aff’d on other grounds, 450 U.S. 91 (1981). Un_like the antifraud provisions of the Securities Act
and the Exchange Act, Sections 206(1) and 206{2) of the Advisets.Act do not require that the
activity be “in the offer or sale of any securities™ or “In connection with. the purchase or sale of
any ‘security.” SEC v. Laner, 2008 WL 4372896; *24 (S.D. Fla. September 24, 2008); Advisets

Act Release No. 1092, 6 Fed. Sec: L. Rep. (CCH) | 36,156E, at 44,057-7 to 44,058 {Oct. 8,

 1987).

 Instead, Section 206 establishes federal fidiiciary standards fo govern the conduci of

' investment advisers, Transamerica Morigage Advisers, Inc. v. l_e.wz';; 444 U.8. 11, 17 (1979).

The fiduciary duties of investment advisers to their clients include the-duty to act for the benefit

of their elients, the duty to exercise the hiriost good faith in dealing with. clients, the duty to
disclose all material facts, and the duty to employ reasonable care to avoid misleading clients.
SEC v. Capital Gains Research Burequ, Inc: et al., 375 U.S, 180, 194 (1983). An adviser has

ffirmative obﬁgaﬁon to employ reasonable care 10 avoid misleading [his ot her] clients.”

Section 206(2). SEC v. Steadman, 967 F.2d 636, 643 .5 (D.C. Cir. 1992) (Section 206(2)

violation only requires proof of negligetice, not scienzer).

2. Stanford, SGC and SCM are Investment Advisers Subject to Heightened
Fiduciary Duties.

The definition of an ivestifient adviser in Section 202(a)(11) of the Advisers Act, 15
US.C. § 80b-2(2)(11), includes "any person who, for compensation, engages in the business of

advising others, either dirgctly or through publications or writings, s to-fhg value of securities or

as to the advisability of investing i, purchasing, of selling seetrities™ SGC/SCM do exactly
that en a dafly basis. Likewise, Stanford, as control person of both of those entities, safisfies the

statutory definifion of an investment adviser, See fn re Jay Deforest Moore, et al., Thvestmetit

SEC v. Stanford Internationgl Bank, Lid., ef al. 27



Advisers Act Rel. No 1548 (Jan. 19, 1996), 61 SEC Docket 544, 545 (charging individual with

direct violafions of Sections 206(1) and (2) of the Adyisérsﬁpt because he “exercised exclusive

control over” the firm 'a'nd', therefore, was the firm”s alter ego).

Likewise, Davxs and Pendergest-Holt aided and abetted the Advzser Act wolauons

Axdmg and abetting hablhty requires a showing oft (1)a pnmaIy violation; (2) knowledge ora

general awareness of the aider and abettor of having ‘playe,d 4'role in an overall activity thatwas
impr:oper; and (3) knowing and substantial assistaricé by the secondary violatot of the ¢onduct
that constitutes fhe' violation. Woodward v. Metro Bank of Dallas, 522 F.2d 84, 94-95(5th C;iri
1975); In the Matter of Glen Copeland, (CCH) 183,903, at 87,732 (July 5, 1985); Investors
Research Corp. v. SEC, 628 F.2d 168, 178 (DC. Cir.), ceri. denied, 449 U.S. 919 (1980).
Recklessness satisfies the knowlédge requirement, especially as to fiduciaries. See In the Matter
of Kemper Financial Servzces, Inc., Investment Conpany Act Rel. No. 21113 (June 6, 1995);
',S"EC v. Washington County Utility District, 676 F.2d 218, 226 (6th Cir. 1982): Rolf v. Bhth,
Eastman Dillon & Co., Inc., 5T0F.2d 38, 44-47 (2d Cir, 1978), cert. denied, 439U S, 1039

Both Davis and Pendergest-Holt kuiew of the representations made. to clients as to the
securities that would be purchased to support their CD investment, and in fact, actually t_raine,.d
them to mislead investors. There is no doubt beth Davis and Pendérges’t—HoIt knowingly
provided substantial assistance to the fraud violations of SBIL, SCM and Stanford.

3. FEach of the Defendants Acted with Scienter

As described in detail above, the defendants intentionally misled their clients. For
example, knowing the importance to which inYEstGr;s would assign to the issue of exposure to the
Madoff fund, the defendants voluntarily indertook to assure investors that SIB “had.no direct or
indirect exposure” to any Madoff invegirnents. Pendergest-Holt, Davis and Stanford knew when

this statement was made that it was false. In the market environment of December 2008, it is

."\anford International Bank, Ltd, et al, 28
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hard to irhagine a more material breach of an itivéstment adviser’s heigliteried duty of care dwed

to clients.

C.  SIBand SGC Failure to Register ds.an Investment Compatiy Violated
Section 7(d) of the Investment Conipany Act of 1940,

Section 7(d) of the Investment Company Act of 1940 ‘prohibits investment companies

organized unider the laws of foreign jurisdictions from making a public offering of securities in

. the United States, except by-eniry of an ordet from the Commission permitting registration. See

Investment Funds Institute of Canada (1996 SEC No. Act, Lexis 334 (March 4, 1996). Both SIB
and SGC {acting as SIB’s underwriter) were bound by this requirement and failed to: register,

which was intended to, and had the efféct of, shi¢ldin

g SIB's CD progréam from Comtnission
oversight,

SIB qualifies as an “investment company” under ither a “raditional” or an “inadvertent”
investment company analysis. The “taditional” investment company is defined by ICA Section
3(@)(1)(A) as any issuer that holds itself out as primarily engaged, or proposes to be primarily
engaged, in the business of investing, reinvesting or frading in .s‘_ecuﬁ'ti’es; SIB’s primary business
is to manage the deposits of its customers, not any commercial bankihg activity. Moreover,
these customer deposits are invested primarily in securities.” [App. 867).

Lik'-eﬁWi’se' ICA. Section 7(d), in. addition to piohibiting SIB*s offéring, prohibits SGC's
activities as an underwriter for SIB: SGC acted as an underwriter pursuant to ICA Section 2(40)

because ofits activities in connection with the sale of SIB’s CDs.

: OF pic 3
havmg a value exceedmg 40 per centum of the value of such issuer’s total assets (exclusnfe of Govemment
securities and cash items) on 4n lm_c_onsohdated basis.” In every year since 2004, equity investments have
accounted for at ledst 48 percent.of SIB’S fotal assefs.
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V.  APPROPRIATE RELIEF

A. Injunective Relief

In analyzing the need for infimetive relief; courts foctis on whither there is a reasoriable
likelihood that the defendant, if not enj_'b‘i‘:‘;”ed, will engage in future illegal conduct. See, e.g,
SEC v. Comserv Corp., 908 F.2d 1407, 1412 (8th Cir. 1990); SEC v. Bonastia, 614 F.2d 908 (3d
Cir. 1980); SEC v. cémmomeaz:k Chem. See., Inc., 574 F.2d 90, 100-101 (2d Cir. 1978). In
determining the likelihood of future violations, the totality of the circumstances is to be
considered. Murphy, 626 F24 at 655. In granting or denying injunctive relief, courts have
considered the following factors: (1) the egregious natute of the: defendant’s actions; (2) £he
isolated or recurrent nature of the ﬁolaﬁ_ons; (3) the degree of scienter mvolved; (4) the sincerity
of the defendant’s assurances, if any, against fiture vidlations; (5) the defendant’s recognition of
the wrongﬁﬂ nature of his conduct;” and (6) the likelihood that the defendant’s: occupation will
present opportunities (or lack thereof) for future violations.** Additionally, other couris consider
the defendant’s age and health. See SEC v. Youmans, 729 F2d 413 (6th. Cir. 1984); SEC .v'.
Wash. County Util. Dist, , 676 F.2d 218, 227 n.19 (6th Cir. 1982); SEC v. Universal Major Indus.
Corp., 546 F.2d 1044, 1048 (2d Cir. 1976), cert. denied, 434 U.S. 834 (1977).

Preliminary and permanent injunctive relief against Defendants are appropriate. Their
violatioﬁs were not merely technical in nature, but, rathez,“-iie at the very heart of the remedial

stahutes.

= This consxderauon is imited in other circuits by SEC v, First City Fin. Corp 890 F.2d 1215, 1219
(D.C. Cir. 1989), in which the Court of Appedls said that the ““lack of remorse’ is relevaiit only where
defendints have previously violated court orders, see SEC v, Koenig, 459 F.2d 198, 202 @4 Cir. 1972), or
otherwise indicate that they do not feel bound by the law, see SECv: Savoy Indus., 587 F.2d 1149, 1168 (D C.
Cir. 1978)."

u See SEC v. Carriba Air, Inc., 681 F.2d 1318 1322 (i1th Cir, 1982); see also, SEC v. Bonastia, 614

F.2d 908, 912 (3d Cir. 1980); SEC v. Commonwealth Chemical Securities; Inc., 574 F.2d 90, 100-101 (24 Cir.
1978).
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" Moreover, Section 20(a) of the Securities Act and Section 21(d)(1) of the Exchange Act
authotize the Commission 1o seek emergency relief when it appears that 4 persoh :s engaged or is
about 10 engage in acts or practices in violation of the federal securities laws. 15 U.S.C. §77ta),
15 US.C. § 78u(d)1). Defendants fraud is ongoing; A temporaty restrainming order is

appropriate under the circumstarices.

B.  Ancilliry Relief
L Asset Freeze

An order freezing assets is appropriate to ensure that sufficient funds aré available to
satisfy any final judgment the Courf might enter against the Defendants and to enswre a fair
distribution to investors. See, e.g, Manor Nursing Cirs,, 458 F.2d at 1106 (freeze of asseis
pending transfer to trustes); Unifund, SAL, 910 F.2d at 1041-42, An asset fieeze as fo each
defendant’s assets is appropriate to assure satisfaction of whafever equitable relief the court
ultimately may order and to preserve investor funds. 1d. s CFTC v. Mudler; 570 F.2d 1296, 1300
(5th Cir. 1978). Addifionally, an asset freeze “ifaéilit’ate(s‘.) .enforcemeﬁt of any disgorgement

remedy that might be ordered” and may be granted “even in circumstances where the elements

‘Tequired to support  traditional SEC injunction have not been-established.™ See SEC v, Unifind

Sal, 910 F.2d 1028, 1041 (2d Cir.) reh’g. denfed, 917 F.2d 98 (1990). It is well recognized that
an. asset freeze is sometimes necessary to ensure that a future disgorgement order will not be
renidered meaningless. See, e.g, United States. v. Camnistraro, 694 F. Supp. 62, 71 (D.NJ.

1988), modified, 871 F.2d 1210 (3d Cir. 1989); SEC v Vaskevifch, 657 F. Supp. 312, 315

The ancillary remedy of a freeze order requires a lesser showing than that needed to

obtain injunctive relief, See SEC v Gonzalez de Castilla, 145 ¥, Supp. 2d 402, 415 (SDNY.
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2001) (“-‘coljufts_may 6Ider.:5 freeze even where the SEC has failed ﬂt(; meet the standard necessary
to enjoin future vibléﬁbﬁs"’).‘ Fbrr:example, to obtain an asset freeze; the Commission need not
show a reasonable likelihood of future violations. GFTC w Muller; 570 E2d ut 1300, THis
lowet standard results ff:dmﬂ the recogm’tlon that injunctive relief raises thie possibility of fiture
liability for -con’cefnﬁt; an asset freeze- only preserves the statﬁs- quo. Unifimd Sal, 910 F2d at
1039. Accordingly, when there are concerns that defendants might dissipate assets, a freeze
order requires only that the cotrt find somie basis ff;f inferring 4 violation of the federal securities
laws. Unifund Sal, 910 F.2d at 1041.

Here, there is a clear basis for fearing dissipation of funds, It appears that $250 million

significant attempts to liquidate the portfolio within the last week, Moreover, not only is there

“somue basis for inferring a violation of the federal securities laws,” for the reasons Set-ont above,

the Cominission is more fhat likely to succeed ot the mietits ofits casé for antifrand violations.
2, Defendants Should Be Ordered 1o Preserve Relevant Evidence.
The Commiission seeks an ofder prohibiting the thovement, altération, and destiuction of
" books and records and an order eXped'i'iﬁng discovery. Such orders are appropriate to prevent the
destruction of key documents and to ascertain what additional expedited relief may be nacessary.
3 Expedited Discovery Is Appropriate,

The Federal Rules of Civil Procedure give District Courts diséreﬁgn to permit expedited
ciiscovery. Defendants are usually given until at least 45 days.after the service of & summons and
complaint to respond to docuiment requests, Fed. R. Civ. P. 34(b), and 30 days after such service
to appear for a deposition, Fed. R. Cw P. 30(a) or respond to interrogatories, Fed. R. Civ. P.

33(a). But each of these Rules provides that the Cout, in its discretion; may shorten these
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periods. See also Gibson v. Bagas Restaurants, Inc., 30 Fed. R, Serv. 2d -792,_ 87 F.R.D 60

(W.D. Mo. 1980) (accelerated discovery is allowable within the discretion of the Court).

Moreover, where urgent relief is sought and expedited discovery is needed to accomplish that

result, a cotrt may grant dccelerated discovery. Seé Notarov. Koch, 35 Fed. R, Serv. 28 580, 95
FRD. 403 (SD:N.Y 1982). Expedited discovery is required in this casé fo ensble the
Commnission more fully to-develop the evidence prior to the conduct of a prelithinary injunction
hearing. The Commission should have the opportuity to supplesiient a complete evidentiary
record prior to the preliminary infunction hearing. Also, expedited discovery is vital to
determining the _s-.cop,e--o-f the frand and the Wwhereabouts- of investor funds. Accordingly, the
Commission requests depositions on notice of 3 days;, with siotice provided as noted below.
4. Alternative Service and Notice Provisions

Rule 4(f)(3) of the Federal Rules of Civil Procedure provides that the Court may
authorize alternative means for service of process in foreign courtties. The Commission
respectfully requests-that the Court authorize service upon the defendants by seming them, in the
process on each"‘_D-eféndagt by e-mail transmission and by facsimile,

5. Acéounting

71

The Commission seeks an order requiring Deféndants and Relief Defendants to make ati

immediate accounting, An accounting will enable the Commission to determine more accurately
the scope of the fraud and disposition of investor funds. It will help ensure the proper
distribution of the assets. See SEC v. Int’l Swiss Invs. Corp., 895 F.2d 1272, 1276 (9th Cir.

1990); Manor Nursing Crs., 458 F.2d at 1105-06. An accounting is particulatly justified

This is particularly important heré because Defendanfs: have not produced any documents during the
investigation, and have failed to-comply with Iawfully issued subpoénas:

25
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because of Tyler’s use of investor fimds and the Relief Defend'ants’ receipt of property traceable

to Tyler’s illicit condirct and to investor funds.

6. Appointment of a Receiver

As noted above, the defendants in this case have made every effoit to deny access to the

records and data necessary to enforce the federal securifies laws. In addition, many of the funds
appear to be easily transferrable outside the Unfted States. A receiver is necessary here to
marshal, liguidate and distribute assets to the victims of the defendants’ scheme and especially
wﬁrranted in light of the Defendants® efforts to shield relevant fihancial data and other key
documents from independent review, the recent effort to remove operations from the United
States, and recent large liquidations and lying to investors seeking to redeem their CDs.

7. An Order For Passport Surrender Are Agﬁrapriate.

An :;rder for repatriation of funids and records sent offshore ard still under the control of
the defendants is appropriate. There is evidence that funds and records have been transferred
overseas. In addition, based on the defendants® frequent foreign travel, tﬁe fact that Stanford
maintains vast holdings (including residential real estate) in foreign locales, and Stanford’s self-
proclaimed dual residency, the Cotiithission seeks an order requiring the défeﬁdéﬁfs'-' o strrender
their passports to the court. These orders will ensure the eﬁéacy of whatever equitable relief
might ultimately be granted. See R.J. Allen & Assocs., Inc., 386 F. Supp. at 881.

8. A Repatriation Order is Necessary.

The Commission also seeks a repatriation order requiring the Defendants fo return to
identified accoimts in the United States, all trading proceeds that may be located ouiside this
Court’s jurisdiction. Such equitable relief is appropriate where the Commission: is seeking

disgorgement in its prayer for relief. SEC v. R.J. Allen & Assoc., Inc., 386 F. Supp. 866, 880-
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881 (S.D. Fla. 1974).
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION ‘

SECURITIES AND EXCHAN GE COMMISSION,

80

B

referred to in the

affidavil of. Lida l‘@O\C{V\P\ He T<C}\

go} S

3 .
. § -
Plaintiff, §
§
V. § Case No.:
STANFORD INTERNATIONAL BANK, LTD., § This is Exhibit
STANFORD GROUP COMPANY, $
STANFORD CAPITAL. MANAGEMENT., LLC, §
R. ALLEN STANFORD, JAMES M. DAVIS, and § _ sworn before me this
LAURA PENDERGEST—HQLT g day of f‘ o Mm
Deféndants. §

ORDER APPOINTING RECEIVER i
This matter came before me, the unde‘rsigneci United States District Judge, on the motion
of Plaintiff Securities and Exchange Commission (“Commission™) for the appointment of a

Receiver for Defendants Stanford International Bank, Ltd., Stanford Group Company, Stanford

Capital Management, LLC, Robert Allen Stanford, James M. Davis, and Laura Pendergest-Holt

(“Defendants™). It appears that this Order Appointing Receiver is both necessary and appropriate

in order to prevent waste and dissipaﬁoﬁ of the assets of Defendants 10 the detriment of the

investors.

IT IS THEREFORE ORDERED that:
1 This Coutt assumes exclusive jurisdiction and takas possession of the assets,

monies, securities, properties, real and persqnai, tangible and intangible, of whatever kind and
description, wherever located, and the legally recognized privileges (with regard to the entities),
of the Defendants and all entities they own or control (“Receivership Assets™), and the books and

records, client lists, account statements, financial and accounting documents, computers,

- SECv. Stanford Iniernational Bank, Ltd., et al.
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computer hard drives,. compﬁter H:isks, internet exchange servers telephones, persoﬁal digital
devices and other informational resources of or in possession of the Defendants, or issned by
Defendants and in possession of any agent or employee of the Defendants (“Receivership
Records™). . o

2. Ralph S. Janvey of Dallas, Texas, is hereby appointed Receiver forthe
Receivership Assets and Receiversbip Records (cpl.lecﬁvely, “Receivership Estate”), with the

full power of an equity receiver under cotnmon law as well as such powers as are enumerated

" “herein as 6f the date of this Order. The Receiver shall not be.reqiﬁred to post 2 bond mﬂ&ss

directed by the Court but is hereby ordered to well and faithfully perform the duties of his office:

to timely accoumnt for adl monies, securities, and other properties which may come into his hands;

and to abide by and perform all duties set forth in this Order. Except for an act of wiliful
malfeasance or grc;,ss negligence, the Receiver shall not be liable for any loss or dainage incurred
by the Receivership Estate, or any of Defendaats, the Defendants® clients or associates, of their
subsidiaries c;r affiliates, their officers, directors, agents, and .eﬁlployem, or By any of
Defendants’ creditors or equity holders becau.se of anyact performed or not perf.qnned by him or
his agents or assigns in connection with the dischérge of his duties and rcsponsibiﬁties

hereunder.

‘3. The duties of the Receiver shall be specifically limited to matters relating to the

Receivership Estate and unsettied claims thereof remaining in the possession of the Receiver as

of the date of this Order. Nothing in this Order shall be construed to require further investigation
of Receivership Estate assets heretofore liquidated and/or- distributed or claims of the

Receivership Estate settled prior to issuance of this Order. However, this paragraph shaﬁ not be

SEC v. Stanford International Bank, Ltd., et al.
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construed to limit the powers of the Receiver in any reggrd with -respect to uanéacﬁoné that may

have occu#ed prior 1o the date of this Order. ‘ .
4. Until the expxrauon date of this Order or further Order of this Court, Receiver is

authorized to immediately take and have complete and exclusive control possessxon, and

custody of the Recewers]np Estate and to any-assets traceable to assets owned by the

Receivership Estate.

5. ' As of the date of enfry of this Order the Receiver is spemﬂcally directed and
authorized to perform the following duties: -

()  Maintain full control of the Receivership Estate with the power to retain or
remove, as the Receiver deems necessary or advisable, any of-ﬁcer,- director, independent -

contractor, employee; or agent of the Receivership Estate;

®) ‘Coﬁect, marshal, and take custody, control, and possession of ail the
funds, accounts, mail, and.other asséis of, or in the poés&ssion or under the control of, the
Receivership Estate, or assets traceable to assets owned or mﬁoﬂd by the Receivership
Estate, wherever situated, the income and profit therefrom and all sums of money now or
hereafter due or owing to the Receivership Estate with full power to collect, receive, and take
posseé-sion of, without limitation, all goods, chattel, rights, credits, monies, effects, lands,
leases, books and records, wo¥k papers, records of account, inclﬁding computer maintajned.
infon:naﬁor‘l, contracts, ﬁnanmal records, monies on hand in banks and other financial
nitiations, an;i other papers and documents of other individuals, partnerships, or coxppratio‘ns
whose interests are now held by or under the direction, possession, custody, or control of the

Receivership Estéte;

SEC v. Stanford International Bank, Ltd., et al.
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(¢}  Institute such actions or proceedmgs to mpose a construcl:we tmst, obtam
possession, and/or recover judgment with respect to persons or entmes Who received assets

or records taceable to the Rece1versh1p Esta;e. All sech-actlons shall be ﬁled in this Court;

().  Obtain, by presentation of this Order, documents, books, records,
accounts, deposits, testimeny, or other information within the custody or control of any

person or entity sufficient to identify accounts, propertl&s habﬂmes, causes of acuon, or

| . employees of the Recewarsh1p Estate. The attendanoe of a person or entity for examination

and/or production of documents may be compe]led in a manner provided in Rule 45, Fed. R.

Civ. P., or as provided under the laws of any foreign country where such docmnents,' books,

;records, accounts, deposits, or testimony may'be focated;

()  Without breaching the peace and, if necessary, with the assistance of local
peace officers or United States marshals to enter and secure any premises, wherever located
or sitnated, in order to take possession, custody, or control of; or-to identify the location or

existence of, Receivership Estate assets ox records; .

® Make such ordinary and necessary payments, distributions, and

disbursements as the Receiver deems advisable or proper for the marshaling, maintenance, or

’ preservation of the Recerverslnp Estate. Rece1ver is further authorized to contract and

negotiate with any claip:xants against the Recejvership Estate (including, without limitation,
creditors) for the purpose of compromising or settling any claim. To this p‘urpoée, in those
instancee in which Recetvership Estate assets serve as collateral to secured creditors, the
Receijver has the authority to surrender such assets to secured creditors, condiﬁonel upon the

waiver of any deficiency of collateral;

SECv. Stanford International Bank, Ltd., et al.
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{g) Perform all acts necessary to conserve, hold, manage, and preserve the
value of the Receiveiship Estate, tn order to prevent any irreparable loss, damage, and injury

1o the Estate; _

-

()  Enterinto such agreements in connection with the administration of the
Recei*}e:ship Estate, incl}l.ding, but not limited to, the émployment of such managers, agents,
custodians, consultants, investigators, atiorneys, and accountants as Receiver jufiges
necessary to perform the duties set forth in this Order and to compensate them from the

Receivership Assets;

@ Institute, prosecute, compromise, adjust, intervene in, or become party to

such actions or proceedings in state, federal, or foreign courts that the Receiver deems

necessary and advisable to preserve the value of the Receivership Estate, or that the Receiver

deems necessary and advisable to carry out the Receiver’s mandate uader this Order and
likewise to défend, compromse, or adjust or otherwise dispose of any or all actions or -

proceedings instituted against the Recejvership Estate that the Receiver deems nécessary and

advisable to carry out the Receiver’s mandate under this Order;

6) Preserve the Receivership Estate and minimize expenses in furtherance of
maximurm and timely disbursement thereof to claimants;
(k) Prompily provide the United étates Secmtles and Exchange Con-limission
and other govermmental é.ge‘nci&s with all information and documentation they may seek in

connection with its regulatory or inivestigatory activities;

(8] Prepare and submit periodic reports to this Court and to the parties as

directed by this Court; and

SEC v. Stanford International Bank, Ltd.,, el al. l



(m) File with fhis Court requests for appmw}al ofreasoﬁax_:;le fees to be paid to
the Receiver and any person or enuty reta_ined by h:m and mtenm and final accountings for
a'ny reasonable exi:enses incurred and paid pursnant to order of this Court.

6. Upon the request of the Receiver, the United. States Marshal’s Office is hereby
ordered to assist .the Receiver in carrying out his duties to take possession, custody, or control of,
or identify the location of, any Receivership Estaie assets or records.

7. Creditors and all other p&som are hereby resirained and enjoined from the
followﬁxg actién.é, ex;:ept in ﬂns -Cctirt, unless fhis Conrt, consistent with. geileral eqlﬁ’éable
principals and in accordance with its ancillary equitable jlitisdiction in this matter, orders that

snch actions masr be conducted in another forum or jurisdiction: ) -

(2) ' The commencement or continuation, iﬁciud:ing the issnance or
employment of process, of any judicial, administrative, or other proceeding against the
R.eceiver,.any of the defendants, the Receiversﬁip Estate, or any agent, oﬁicér, or
employee related to the Receivership Estate, arising from the subject matter of this civil .
action; or . '

(b} Tl§e' enforcement, against the Receiver, or any of the defendants, of any
judgment that would attach to or encumber the Receivership Estate that was obtained
before the commenéement of this pro.cee‘d:ing. |
3. Creditors and all other persons are hereby restrained and enjoined, without prior

épproval of the Court, from: '

(aj Any act to obtain possession of the Recejvership Estate assets;

. .(b) Any act to create, perfect, or enforce any lien against the property of the

Receiver, or the Receivership Estate;

SECv. Stanford International Bank, Ltd., et al.
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{©) Any act to collect, assess, or Tecover a cIaﬁn against the Receiver or that
would attach t.o or encumber the Rmeivméﬁp Estate; or

(@ . Thesetoff -.Of any debt owed by the Receivership Estate or secured bsr the
Receivership Estate assets based on any claim against the Receiver or the Receivership

Estate.

9. Defendants, their respective officers, agents, and employees and all persons in

active concert or participation with them -who receive noticé of this Order by personal service or

otherwise, inélﬁding, but ot limited to, any financial institution, broker-dealer, investment
adviser, private eqmty fond or investment banking firm, and each of them, are hereby ordered, .
rlestrained, and enjoined from, directly or indirect!y, making any payment or expenditure of any
Receivership Esta’ég assets that are owned by Defendants or in the actual or constructive

possession of any entity directly or indirectly owned or controlled or under common control with

_the Receivership Estate, or effecting any sale, gift, hypothecation, assignment, transfer,

conveyance, encumbrance, disbursement, dissipation, or concealment of such aésets. A copy of
this Order may be served on any b.ank, savings and loan, broker-dealer, or any other financial or
depository institution to -restrain and enjoin any such institution from disbursing any ofthe ‘:
Receivership Estate assets. Upon presentment of this Ozder, all persons, including financial
institations, shall prov:ide acc;,mmt balance information, tansabtion histories, all account records
and any other Receivership Records to the Receiver or his agents, in the same manner as they °
would be provided were the Receiver the signatory on the account.

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’s taking control, pessession, or ﬁlmagement of the

SEC». Stanford Imternational Bank, Lid., et al.
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Receivership Estate or toin any Way ' interfere W‘lﬂl the Recewer orto harass or mterfere Wlth the
duties of the Receiver or to inferfere in any manner Wlﬂl the excluswe jmsdmtzon of th1s Court
over the Receivership Estate mcludmg the ﬁ]mg or prosecu!mg any actions or proceedmgs

| thh involve the Recelver or which affect the Reccwersth Assets or Recmvershlp Records
speclﬁcalljr mc}udmg any proceeding initiated pursuani to the United States Bankruptcy Code,
except with the pmnission'of this Court. An);acti'ons 'so authon'zeti 1o deim::pine disjmt&s
relating to Recelvership Asse;s and Receivmﬁip Records shall be filed in this Court.

RS -Defeﬂdants, their respective officers, agents, and employees and all persons in

active concert or participation with them who receive actual notice of this Order by personal

service or otherwise, including any financial institation, broker-dealer, investment adviser,

private equity fund or investment banking firm, and ea<.:h of them shall:

@  To the extent they have possession, &Jstqdy, ot control of same, provide
immediate access to and control and possession of the Recejvership Estate assets and records,
inclﬁdﬁg securities, monies, and property of any kind, real and personal, including all keys,
passwords, entry codes, and all monies deposited in any bank deposited to the credit of ﬂae
Defendants, wherever situated, and the original of all books, records, documents, accounts,
computer printouts, disks, and the like of Defendants to Receiver or his duly authorized

agents;

) Coopérate with the Receiver and his duly authorized agents by promptly

and honestly responding to all requests for information regarding Receivership Assets and
Records and by promptly acknowledging to third parties the Receiver’s authbrity to act on
behalf of the Receivership Estate and by providing such authorizations, sigratures, releases,

attestations, and access as the Receiver or his duly anthorized agents may reasonably request;

SEC v. Stanford Internafional Bank, Ltd., et al,

87

)

]

el
4

| ean——

.

i

L4
[

B




(© Provide the Commission with a prompt,  full accounting of all

' Receivership Estate assets and documents outside the territory of the United States which

. are held either: (1) b}; them, (2) for their benefit, or (3) under their control;

(@  Transfer to the ferritory of the United States all Receivership Estate assets

and records m foreign countries held either: (1) by them, (2) f.or their benefit, or (3)
under their control; and

‘ (&) Hold .and retain all such repatriated Receivership Estate assets and
doctments and prevent any transfer, ‘disposiﬁon, ;?r dissipation Whgtsdever of any.such
assets or doc'nnncnts, until such _ti;me as theyf may be transferred into the possession éf the

Recejver.

12.  Any financial institution, broker-dealer, investment adviser; private equity fond or

" iInvestment banking firm or person that holds, conirols, or maintains acconnts or assets of or on

behalf of any Defendant, or has held, controlled, or maintained any account or asset of or on

behalf of any defendant or relief defendant since January 1, 1990, shall:

{8 Hold and retain within its control and prohibit the withdrawal, removal,

assignment, transfer, pledge, hypothecation, encumbrance, disbursement, dissipation,

conversion, sale, gifi, or other disposal of any of the assets, funds, or other property held by

or on behalf of any defendant or relief defendant in any account maintained in the name of (;r

for the benefit of any defendant or relief defendant in whole or in part except:

@)  as directed by further order of this Conrt, or
(i)  as directed in writing by the Receiver or his agents;

(b)  Deny access to any safe deposit boxes that are subject to access by any

Defendant; and

SEC v. Stanford Intérnational Bank, Lid, et al.
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(©  The Commi ssion ;md Réceivér i:nay obtain, 'By preséntaﬁon of ﬂns Order,
_ documents, books, récords, accbunté, | deposxts, or oﬂiér ﬁfo@éﬁon W1ﬂnn the C\lstody" or
. com:_rpl of any person or entity sufficient to 1dentl.fy accoﬁrts, i)roperﬁes, Habilities, ‘caus&s of .
acﬁc;x;x, or emﬁloyeeé of the Recei;rership ‘Bstate, .‘ The attendancé ofa pérs\on‘ or entity for’
examination and/or production of dacumex'1ts may be compéﬂed ina manner provided in
Rule 45, Fed. R. Civ. P., or as provided lm‘_ier the laws of any forej gn couniry where sach

- documents, books, records, accounts, deposits, or tesﬁmony niay be located;

13.  The Defendants, their officers, agents, and employees and all persons in active
concert or participation with them and other persons who have notice of this Order by personal .
service or otherwise, are hereby restrained and enj oinéd from destoﬁg, mutilating, conéealiug,

' altering, transferring, or oﬂ1e;'wise disposing of, in any manner, dJ(:rectly or indirectly, any

| wnﬁa&s, accounting data, correspondence, advertisements, computer tapcs;, disks or oﬂ.ler-
computerized records, books, written or printed records, handwritten notes, telephone logs,

' telephone scripts, receipt books, ledgers, f)exjsonai and business canceled checks and check
registers, bank statements, appointment books, copies of federal, state, or local businés or -
personal income or property tax returns, and 'other documents or recards of any kind that relate in

any way to the Receivership Estate or are relevant to this action.

14. The Rec;eiver is hereby au.tho'zized to make appropriate notiﬁcaﬁon to the United
States Péstal Service to forward debivery of any' mail ad'dr&ssed to the Defendants, or any
company or entity under the direction and control of the Defendants, to himself. Further, the
Receiver is hereby au’ghoﬁied to open and inspect all such mail to determine the location or

identiﬁz of assets or the existence and amount of claims.

SEC'v. Stanford International Bank, Led., et al,
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15. Nothing in th13 Order shall prohiblt any federal or state law enforcement or

regulatory authority from commencmg or prosecubng an action against the Defendants, then'

agents officers, or employees

So Ordered and sxgned, this lbqkday of F ebmary 2009.

UNITED STATES DISTRICT
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

SECURITIES AND EXCHANGE COMMISSION, -
Plaintiff, -

V. - Case No.:
STANFORD INTERNATIONAL BANK, LTD.,
STANFORD GROUP COMPANY,

STANFORD CAPITAL MANAGEMENT, L1.C,
R. ALLEN STANFORD, JAMES M. DAVIS, and
LAURA PEN])ERGEST—HOLT

Defendants.

TEMPORARY RESTRAINING ORDER, ORDER FREEZING ASSETS, ORDER
REQUIRING AN ACCOUNTING, ORDER REQUIRING PRESERVATION OF
DOCUMENTS, AND ORDER AUTHORYZING EXPEDITED DISCOVERY

This matter came before n:_Le, the undersigned United States District Judge,' this 16th day
of February 2009, on the application of Plaintiff Securiti-es and Exchange Commission
(“Commission™) for the issuance of a temporary restraining order against Defendants Stanford

Interpational Bank, Ltd. (*SIB”), Stanford Group Company (“SGC”), Stanford Capital

Management, LLC {(*SCM™), R. Allen Stanford (“Stanford™), James M. Davis ("Davis™), and

Laura Pendergest-Holt (“Pendergest-Holt™) (collectively, “Defendants™), and orders freezing
assets, Tequiring an accounting, prohibiting the destruction of documents, pulling the passports of
Stanford, Davis, and Pendergest-Holt, authorizing-expedited discovery, and alternative service of
process and notice. .On the basis of the papers filed by the Cominission, and argument of
Commission counsel, the Court finds as follows:

1. This Court has jurisdiction over the subject matter of this action and over the

Defendants.

-
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2. The Commission is a proper party to bring this action seeking the relief sought in
its Complaint.

3. . Venue is appropriatg in the Northern District of Texas.

4, There is good cause to believe that Defendants have engaged in, and are engaging

in, acts and practices which did, do, and will constitute violations of Section 17(a) of the
Securities Act of 1933 (“Securities Act™) [15 U.S.C. § 77q(a}], Section 10(b) of the Securities
Exchange. Act of 1934 (“Exchabge Act”) [15 U.S.C. §78j(b)], Exchange Act Rule 10b-5 [17

C.FR.'§ 240.10b-5], Sections 206(1) and 206(2) of the Investmént Advisers Act of 1940

" (“Advisers Act”) [15 U.S.C. §§ 80b-6(1), (2)], and Section 7(d) of the Investment Company Act

of 1940 (“Investment Company Act™} [15 U.S.C. § 80a-7(d)].

5.  Thereis goofi cause to believe that Defendants will continne to engage in the acts’
and practices constituting the violations set forth in paragraph 4 unless restrained and enjoined
byan ;)rd,er of this bourt.

‘6. There is .good cause to believe }:hat_ Defendants used improper meais to obtain
investor funds and assets. There is also good canse to believe that Défendants will dissipate

assets and that some assets are located abroad.

7. An accounting is appropriate to determine the disposition of investor funds and to .

ascertain the total assets that should continue to be frozen.
-8. It is necessary to preserve and maintain the business records of Defendants from

destruction.

9. ‘This proceeding is one in which the Comrnission seeks a preliminary injunction.

SECv. Stanford International Bank, Ltd., et al.
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10.  The timing ;éétriéﬁoné of Fed. R_ Civ. P. 26(d) and (6, 30(a)(2)(C) and 34 donot
apply to this proceeding in light of the Commission’s requested reliof and its demonstration -of
good cause. H

11.  Expedited discovery is apfropﬁatc to péfmit a prompt and fair hearing on the
Commission’s Motion for Prehmmary In;xmctmn. '

12.  There is good canse to beheve that Stanford, Davis, and Pendergest-Holt may
seck to leave the United States in order to avoid responsibility for the ﬁ_faudulent acts alleged

“herein. .

ITis ’IHEREFORE ORDERED THAT:

A. Defendants, their ofﬁcers directors, agents, scrvants, employe&s attorneys, and
all other persons in active concert or pammpat:op ‘with them, are restrained and enjoined
from ﬁolaﬁng Section 17(aj of the Securities Act [15U.S.C. § 77q(a)], directly or.
indirectly, in the offer or sale of any security by the ﬁse of any fneans or instruments of
.tansportaﬁon or commun_icaﬁo;; in interstate commerce or by the use of the mails, by:

1) employing any de;zice, scheme, or a:t'rﬁcé to defrand; or

{2y  obtaining money or property by means of any untrue statesnent of material

- fact or any omission to state a material fact necessary in order to make the -

statement(s) made, in the light of the ciroumstances under which they were
made, not misleading; or |
3 engaging in any ﬁansaction, practice, ox course of business which operates or
would operate as a frand or deceit upon the purchaser;
B. Defendants, their officers, directors, agents, servants, employees, attorneys, and

all other persons I active concert or participation with them, are restrained and enjoined

SEC v. Stanford International Bank, Ltd., et al.
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B from violating Section 10(b) of the Exchange Act or Rule 10b-5 [15 U.S.C. § 78j(b) and 17
CF.R. §240.10b-5], directly or indirectly, in connection with the purchase or sale of any
- security, by making use pf any means or ms!rumentahty of interstate commerce, or of the
1nails, or of any facility of any naﬁ.onal securities exchanée:
() to us;e or employ any manipulative or deceptive device or contrivance in
B contravention of ‘the. rules and regulations promulgated by the
Comunission; ‘
) to employ any ;ievice, scheme, <;r artifice to defraud; |

_ 3) to make an}.r untrue statement of a I;Jaten:lal fact or omit to state a material
, ‘ . fact necessary in order to make the statements made, in the light of the
circzﬁnstances under which they were made, not misleading; or |
4 10 engage-in any act, practice, or course of business which operates or would

operaice as a fraud or deceit Bpon any person;

, C.  Stanford, Davis, Pendergest-Holt, SGC, SCM, their officers, directors, agents,
servants, employees, atfomeys, and all other persox;s in active concert or participation
w1th them, are restrained and enjoined ﬁom violating Sections 206(1) and 206(2) of the
Advisérs Act[15US.C. §880b-6(1), (2)}, directly or indirectly, by use of the mails or any
means or instrumentality of interstate mmhaw, by:

) émploying any device, scheme, or artifice to defrand any client or
prospective client; or

— @) enéaging in any transaction, practice, 01; course of busiﬁess which operates

as a fraud or deceit upon any client or prospective client;

SEC v. Stanford International Bank, Ltd, et al. ' 4
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D. ; ~ SIB, SGC, their officers, directors, agents, servants, émploj’ees, atto'meys, and- all
other persons in active concert o participation with them, -are restrained and enjoined
from violating Se‘cﬁoﬁ 7(8) of the invmtment Company Act |15 U.S.C. §80a-7(d)], dlrecﬂy
* or indirectly, by use of the mails or any means or instrumentality of interstate commeice,

by:

(1)  acting as an investment company, not organized or otherwise created -

under the laws ’of thf: United States or of a State, and oﬁeﬁng for sale,
selling, or delivering aﬁér sale, in commection with a public offering, any

security of which sach company is the issuer; or
2) - _ac.ﬁng as a depositor c;f‘, trustee.of, or Imdervqﬁter for such a company;

unless

(3) the Commission, uwpon -app]icaﬁon by the investment company not
organized or otherwise-creatéd under thé laws-0f the United States or of a
State, issues a conditional or unconditional crder permitting such company
to register_ and to make a public offering of its geouriﬁes by use of the
mails and means or instrumentalities of interstate commerce. .
5. Defendants, their oﬁcérs, directors, agents, servants, employees, attorneys, and
all other fersons in active concert or participation with them, who r-eceive_ aAcmal notice of this
Order by personal service or otherwise, and each-of them, are.hereby restrained and enjoined
from, direcily or indirecily, making any pa'ymeni or ex'penditure- of funds belonging to or in the
possession, custody, or control of Defendants, or effecting any salé, gift, hypothecation, or other

disposition of any asset belonging to or in the possession, custody, or control of Defendanis,

pending a showing to this Court that Defendants have sufficient ﬁmds or assets to satisfy all claims '

'SEC'v. Stanford International Bank, Ltd., et al. : 5
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arising out of the violations alleged in the Commission’s Complaint or the posting of a bond or
surety sufficient to assure payment of any such claim. This provision shall continue in foll force
and effect wmiil further ordered by this Court and shall not expire.

6. “All banks, savings and loan associations, savings banks, t:tist companies,
securities ‘broker-dealé_rs, commodities dealers, ﬁveshmt companies, other financial or
depository institutions, and investment companies that I.mld one or more accounts in the pame,

on behalf or for the benefit of Defendants are hereby restrained and enjoined, in regard to any

such account, from engaging in émy transaction in securities (except liquidating transactions

" necessary to comply with a court order) or any disbursement of fimds or secmities___pending'

further order of this Court. This provision shall contirme in full force and effect until further order
by this Court and shall no;t expire. .

7. All other individuals, corporations, parhnerships, limit.cd liability companies, and
other artificial cntities are hereby restrained and enjoined from disbursing any funds, securities,
or other property obtained from Defendants without adequate considéraﬁon. This provision shall
continue in firll férce and cfféct m4m'l further order bythis Court and shall not expire.

8. Defendants are hereby required to make an interim accounting, under oath, within
ten days of the issunance of this order or thrge days prior to any hearing on the Cominission’s

Motion for Preliminary Injunction, whichever is sooner: (1) detailing all monies and other

benefits which each received, directly or indirectly, as a result of the activities alleged in the

Complaint (including the date on which the monies or other benefit was received and the name,
address, and telephone mumber of the person paying the money or providing the benefit); (2)

listing all current assets wherever they may be located and by whomever they are being held

(including the name and address of the holder and the-amount or value of the holdings); and (3)
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" listing all accounts with any financial or brok:e:age fostitotion maintained in the name bﬁ‘ on
behalf of, or for the benefit of, Defendants (including the name and address of the account hoidér
and the account number) and the amount held in each acccl)unt at any point dgring the period

from J anuary 1, 2000 through the date of the accounting. This provision shall continne m fdl

force and effect until further order by this Court and shall not expire.

9, Defendants, their officers, directors, agents, servants, employees, attorneys, and
all other persons in active concert or participation with them, including any bank, securifies
broker-dealer, or any financial or deﬁositary institution, who Teceives actual notice of this Order

‘by personal service or otherwise, and each of them, are hereby restrained and enjoined from

desfroying, removing, mutilating, altering, concealing, or disposing of, in any manﬁér, any books .

and records owned by, or pertaining to, the financial transactions and assets of Defendants or any

_ entities under their control. This provision shall continue in full force and effect wntil further order -

by this Cowrt and shafl not expire.

10.  The United States Marshal in any judicial district in which Defendants do
business or may be found, or in whiéh any Receivership Asset may be located, is authorized and
directed to make service of process at the request of the Commission.

11.  The Commission is anthoriZed to serve process on, and give notice of the.;,e
proceedings and the relief granted herein to, Defendants by U.S. Mail, e;mail, facsimile, or any
other means authorized by the Federal Rules of Civil Procedure. |

12.  Bxpedited discovery may take pl.a‘ce consistent with the following:

A, Apy party may notice and comiuct deposittons upon oral e:_(aminaﬁon and
may request and obtain production of documents or other things for

nspection and copying from parties prior to the expiration of thirty days

SECv. Stanford International Bank, Lid., et al. . 7
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“after service of a summons and the Plaintiff Commission’s Complaint

upon Defendants.

All parties shall comply with the provisions of Fed. R. Civ. P. 45

. regarding issuance and service of subpoenas, unless the person designated

to provide testimony or to produce documents and things agrees to provide

the testingony or to produce the documents or things without the issuance

. of 2 subpoena or to do so at a place other than one at which testimony or

" production can be compelled.

Any party'may notice and conduct depositions upon oral examination

subject to minimum notice of seventy-two (72) hours.

All parties shall produce for inspection and copying all documents and

things that are requested within seventy-two (72) howrs of service of a
written request for those documents and things.
All parties shall serve written responses to written interrogatories within

seventy-two (72) hours after service of the interrogatories.

13. Al parues shall serve written responses to any other party’s-reguest for discovery

and the interim accountings to be provided by Defendants by delivery to the Plaintiff

o Commission address as follows:

» UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Fort Worth Regional Office
Attention; David Reece

L : Burmett Plaza, Suite 1900
801 Cherry Street, Unit #18
- Fort Worth, TX 76102-6882

[ *  and Other Rehef

| Facsimile: (817) 978-4927

SEC v. Stanford International Bank, Ltd., et al. . 8
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and by delivery to other parties at sach address(es) as may be dmgnated by them in wntlng.
Such delivery shall be made by the most expediticns means avaﬂable mcludmg e-mail and
facsimile. _

14.  Stacford, Davis, and Pendergest-Holt sﬁall surrender theix passports, pending the
determix;aﬁon of the Commission’s request for a preliminary injunction, and are barred from
traveling outside the United States.

15. Defendants, their directors, officers, agents, servanis, employees, attorneys,
depositories, banks, and those p&som in active concert or participation with anyone or more of
them, and each of them, shall: '

(aj take such steps as a&;e necessary to repatriate to tﬂe territory of thp United States
all funds and assets of mvestors described in the Commission's Complaint in this
action which are held by them, or are under their dircet or indireet control, jointly
or singly, and deposit such funds into the Registry of the United States District
Court, Northern District of Texas; and

(b)  provide the Commission and the Court a written description of the funds and
assets so repatriated.

16.  Defendants shall serve, by the most expeditious means possible, including e-mail
and facsimile, any papers in opposition to the Commission’s Motion for Prehmmary Injunction
and for other relief no later than 72 hours before any. scheduled hearing on the Moﬁon for
Preliminary Injunction. The Commission shall serve amy reply at least 24 hours before any
. hearing on the Motion for Preliminary Injunction by the most expeditious means available,

inclnding facsimile. -

SECv. Stanford International Bank, Ltd., et al. 9
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'17.  Unless extended by agreement of the parties, the portion of this order that
constitutes 2 temporary restraining order shall expire at 5 o’clock'g.m‘ on the o day of
t&( dn - 2009 or at such later date as may be ordered by this Court. All other provisions of

this order shall remain in full force and effect until specifically modified by further order of this

Court: Unless the Court rules upon, the Commission’s Motion for Preliminary Injﬁction '

pursuant to Fed. R. Civ. P 43(e), adjudication of the Commission’s Motion for Preliminary

In31mcuon shall take place at the United States Cour\‘house 2 st allas,

100

Texas, on the é day of sy ,2009,at _fD  o’clock g .m. | 100 (o WA f;fC‘e Sieeet

Dalles Tores 15242 (Sar | Gabell Bldg).

EXECUTED AND ENTERED at 1140 . o’clock gm, CST this 16™ day of Februdry

.2009.
Lt o
(o st e
SEC v. Stanford Fnternational Bank, Lid., et al " 10
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FAO: Mr Geoff Roswell Tet +44(0}20 7367 3524
Ce: Mr Andrew Nicholls danlet henals @ oms cnick.com
Our Ref: PRW/DAHE/MIT6.22b/101248.00021 22 February 2009

Dear Sirs

Stanford Infernational Bank Limited (receiver-managers appointed) (“SIB”)
Stanford Trust Company Limited (receiver-managers appointed) (*STC”)

We act on behalf of the receiver-managers (the “Receivers™ of SIB and STC, appointed in Antigua and
Barbuda, where both SIB and STC are registered. We enclose a copy of the document appoint ing the
Receivers dated 19 February 2009, which was executed by the Antiguan Financial Services Regulatory
Commission under section 287 of the Amiguan International Business Corporations Act.

We understand that you hold assets or accounts in the name, or otherwise for the benefit, of SIB, We
should be grateful if, as a matter of urgency, you could confirm details of alt assets or accounts that you
hold for SIB and the balances on those accounts. We understand that as at 19 February 2009, you hold at
least four accounts for STB, the details of which are as follows:

Account No, Currency USD Conversion
0360 01 2161573 { CAD 1,108,221.92
| 0360 01 2161670 . | usD 17,146,696.77
0360 01 2224235 Usb ' 312,794.07
0360 01 2300380 CAD 350,950.04 ¢
Total 18,918,662.80
{22680633.01}
s L R Yoy o it i e b OO by ot

quakiicalions s open to inspection et the rogistored offics, Mitre Houso, 160 Aldersgate Strasl, London EC1A 4DD. Membars are ethar soicitors of Tegstered
forgign fawyers. Regulaled by the Solicors Aegulation Authority,

CMS Cameron }icKenna LLP Is & member of he CHS allancs of independent Evcopean law fims.

CHIS offices and associated offices: Amsterdam, Berbin, Brussels, London, Madtkd, Pads, Rome, Vienna, Zurich, Aberdasn, Algiers, Antverp, Ashem, Bajing,
Beigrads, Bralisiava, Brislal, Bucharest, Budapes], B Alras, Casablanca, Cologne, Cresden, Dusseidort, Edinburgh, Frankhrt, Hamburg, Ky, Lepog,
Livbana, Lyon, Marbslta, Mitan, Montesdeo, Moscow, Munich, Rew York. Prague, Sac Pavl, Sarajevo, Saville, Shanghal, Sofia, Strasbourg, Stuttgad, Utrockt,
Warsaw and Zapreb. vawv.cmslegal.com ’

The members of ChS are In assoctation vith The Lovant Lawyers with offices In Belrut, Abu Dhabi, Dubal and Kisvalt,
Rolice: the firm doss nol accept ea}v‘.cv by e-mail of court proceedings, other processes o formal noticos of any ¥ind without specific pricr writien agraament.




Please could you inform us as to the accuracy of this information and whether there are other assets or

" accounts held with you in the name of SIB. Also, please could you provide us with any information

regarding any assets or accounts held in the name, or for the benefit, of STC.

You may be aware that injunctive proceedings have also been initiated in the USA and that the Securities
and Exchange Comimission has obtained the appointment of a separate receiver to overseg the assets of all

 Stanford enlities. Accordingly, at this juncture, we are solely attempting to identify assels to ensure that

they are not dissipated or otherwise jeopardised,

Please also confirm whether there are any Habilities of either SIB or STC to your bank or any of your
affifinted companies.

We expect to correspond with you further in the near future in order to confirm instructions, and in the
meantime, we look forward 10 hearing from you with the information requested above.

Yours faithfully
CMS Carmar Pedenns L1P

CMS Cameron MeKenna LLP

(22680633.01)
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FINANCIAL SERVICES REGULATORY COMMISSION

International Business Corporations Act, Ca ;;.222
APPOINTMENT OF JOINT RECEIVERS-MANAGERS
Stanford International Bank Ltd (SIBL)
And
Stanford Trust Company Ltd {STCL)

I, PAUL A. ASHE, Supervisor of International Banks and Trust Corporations of the
FINANCIAL SERVICES REGULATORY COMMISSION {the Commission) a
statutory body, established under the International Business Corporation Act, Cap 222
of the Law§ of Antigua and Barbuda as amended {the Act) of Old Parham Road, St.
Jobn's Antigua, being the APPROPRIATE OFFICIAL responsible for control and
regulation of corporations established under the Act, in pursuance of the power
conferred on me under Section 287 of the Act, DO NOW APPOINT PETER WASTELL
and NIGEL HAMILTON-SMITH both of Vantis Business Recovery Services of
Torrington House, 47 Holywell, St. Albans, Hetfordshire, England, to be JOINT-
RECEIVERS-MANAGERS of all the undertaking, property and assets bf the Stanford
International Bank Ltd (SIBL) and Stanford Trust Corporation Ltd (STCL) upon the’
terms and with all the powers, duties and labilities conferred and imposed by the Act”
or by any other law PROVIDED ALWAYS AND WITHOUT PREJUDICE TO THE
FOREGOING:

1, The Receiver-Managers shall be deemed to agents of SIBL and STCL; and SIBL

and STCL shall be responsible for the remuneration, acts and defaults,
2. The Receiver-Managers shall have the duties and powers previously vested and
discharged by the directors of the SIBL and STCL

3. The Recelver-Managers may exercise, perforin and discharge their statutory
powers, duties and liabilities independently of the other or joinfly according to

law.

Dated the 19% day of February, 2009

Signed by PAUL A, ASHE,
Supervisor of International Banks and
Trusts Corporations, the Appropriate
Official, Financial Services Regulatory
Comunission before and in the

presence é %

/fc b

.......... 1[

Trevor:i¥fa thurm
Deputy Administrator

L T
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The Globe and Mail (Canada)
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Stanford used TD's banking services
BYLINE: PAUL WALDIE

SECTION: REPORT ON BUSINESS: CANADIAN; FINANCIAL SERVICES; Pg. Bl

LENGTH: 721 words

As regulators around the world froze assets belonging to Texas billionaire Allen Stanford,
Toronto-Dominion Bank has emerged as a significant player in Mr. Stanford's far-flung financial
empire that is now under investigation by the U.S. Securities and Exchange Commission.

The SEC has alleged that Mr. Stanford's financial group orchestrated an $8-billion (U.S.) fraud.
M. Stanford had not been seen since the SEC filed civil charges Tuesday in.a Texas court. He was
located yesterday in Virginia by the FBI, which served him with papers.

Court filings indicated that TD was one of three banks that provided financial services to Stanford
Thternational Bank Ltd. (SIB) and show that at one point in 20086, Stanford's entities had more than
$160-million in various TD accourts:

"We have been contacted by regulatory authorities and althongh there are no allegations of
wrongdoing on the part of TD, we are, of course, co—operatmw fully," TD spokeswoiman Julia
Koene said yesterday.

SIB is at the centre of Mr. Stanford's global financial empire. The Antigua-based bank has 30,000
clients-in 131 countries and offices around the world, including one ih Montreal.

"Cash sits at thrée cortesponident banks," said one SIB document dated 2005. Correspondent banks
generally perform banking operations for small foreign banks. Those listed in the court filing were
TD, HSBC it Eutope and National Republic in the United States. The document added that "most
money ﬂows through TD."

Court filings also showed that the Stanford group had $10.1-million invested through TD Asset
Management in 2004. It was one of many investment firms that had a relationship with Stanford.



Stanford used TD's banking services The Globe and Mail (Canada) February 20, 2009 Friday

Others included Lehman Brothers, Refco and several Swiss firms.

Ms. Koéne confirmed that TD is "one of the banks that provide cash management services to
Stanford and we do manage a small investment accoutit on their behalf. We do not distribute any of
the: Stanford Group investment products and therefore none of our ¢lients have beén impacted
through their relationship with TD."

She added that "the total amount Stanford has in accounts.and investments with TD is significantly
less than $50-million (Canadian) and has rio matetial impact to TD." '

Among the hundreds of documents filed was a list of responses SIB employees were to give to
questions from customers. The response to the question: "How do you achieve your returns?"
included telling clients that the bank had "20 plus advisers primarily located in Europe and Canada.”

If asked: "Will the bank name any of the advisers?" the response was: "We can mention adviser
relationships but generally do not [namie individuals] in order to protect their privacy ... [We] will
occasjonally mention adviser if client pushes enough - for example, Soc Gen., CSFB or TD. Can
mention correspondents bank relationships - HSBC (euro and pound) and TD (U.S.)."

It is not clear how many ¢lients SIB had in Canada, but one SIB document listed "deposits
classified by country of depositor and currency” as of the end of 2006. According to that filing,
Canadian depositors accounted for $33.5-million (U.S.). That compared with more than $1-billion
in each of Antigua, Venezuela and the U.S. and more than $700-million in Mexico. Other countries
listed included Ecuador, Panama, Colombia, Switzerland, Britain, Haiti and Libya.

Regulators in several countries have begun freezing the assets of SIB and other Stanford companies
after clients rushed to withdraw money. Mr. Stanford lives mainly on the island of St. Croix in the
- U.S. Virgin Islands and had extensive business interests in Antigua. '

Another list of questions and answers filed in court contained this question: "What is in place to
prevent frand and/or Mr. Stanford from runnirg off with all the money?” The answet: "Regulatory
oversight ... Too many checks and balances ... Too many years, too much history. Stanford has been
in business for 70 years, it's [not] likely that all of 'a sudden he would up and vanish." Last night.
Mr. Stanford's father, James, who is also a director of SIB, said he hadn't heard from his son in
days, and dismissed the allegations.

"I don't believe it," the elder Stanford said from his home in Mexia, Tex. "I can't really think that
[he's] done anything crooked like the SEC is alleging. Anyway, we shall see." .
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The Globe and Mail (Canadd)
February 19, 2009 Thursday

HOW A HIGH-FLYING TEXAS BUSINESSMAN CAME TO HAVE
CANADIAN CONNECTIONS;

As allegations surface, worried investors besiege Allen Stanford's Montreal
office

BYLINE: SINCLAIR STEWART, PAUL WALDIE AND BERTRAND MAROTTE, With files
from reporter Kevin Carmichael in Ottawa and wire news services

SECTION: REPORT ON BUSINESS: INTERNATIONAL; SECURITIES PROBE; Pg. B1
LENGTH: 1179 words

DATELINE: NEW YORK, TORONTO, MONTREAL

A week before Christmas in 2002, Texas billionaire Allen Stanford arrived in Montreal to burnish
his credentials as a high-living, high-flying investment executive. He had ordered a Global Express
9100 jet from Bombardier - the 100th that had been sold - and to mark the occasion, executives
presentcd the aircraft to him during a private ceremony at the company's completion centre.

He returned to the ci'ty two years later, only this time it was to open a swank satellite office for his
Antigua-based financial outfit, Stanford International Bank. The five-person operation, headed by
former Royal Bank of Canada manager Alain Lapointe, promoted the attractive returns offered by
Stanford's offshore irivestments.

Yesterday, customers of the Montreal office were among thousands around the globe who
descended on thie bank's far-flung branches in 4 panic, dematiding answers - not o mention a return
of their money - amid allegations that Mr. Stanford masterminded an $8-billion (U.S.) investment
fraud.

At Stanford International's representative office on the 30th floor of the Montreal Trust tower, a
distraught customer admitted that, before the scandal broke, he wondered whether the terrific
returns were too good to be true.

But he said he was swayed by explanatlons that the bank benefited from significant tax brea.ks as
an offshote operation.
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HOW A HIGH-FLYING TEX{&S BUSINESSMAN CAME TO HAVE CANADIAN CONNECTIONS; As allegations
- surface, worried investors besiege Allen Stanford's Montreal office The Globe and Mail (Canada) February 19, 2009
Thursday
"Now, with what I've been hearing; I'n wondering if the investments [Stanford} made are
legitimate," said the client, who did not want to be-identified. After trying to contaet Mr. Lapointe
on hiscellphone, the custorner dropped off some papers and left.

A woman in Stanford's offices confirmed Mr Lapointe was in, but said he wasn't available to
comment on the controversy.

Mr. Lapointe, who also worked at Laurentian Bank and Computershare before joining Stanford,
received his MBA from HEC-Montreal, the University of Montreal's business school.

- In 2004-2005, Mr. Lapoiiite, a director of the HEC alurnni association, helped its class of85.
graduates raise $50,000 for the school, and last September, he helped organize a golf fundraiser.
There is speculation in logal citeles that some of HEC's ¢lose-knit alummi populated the Stanford
client Tist, but school spokeswoman Kathleen Grant declined to comment; other than to say "He is
somepne whe is very devoted to the school.” |

The whereabouts of Mr. Stanford, or "Sir Allen™ in Antigua, where he became the first American
citizen to receive a knighthood, remains a mystery. One report suggested he attempted to fly from
Houston to the stnall Caribbean island by private jet, but abandoned the plan after his credit card
was refused by the aircraft's operator.

Once described as "hauglity, arrogant and obnoxious” by Antiguan Prime Minister Baldwin
Spencer, Mr. Stanford is America's 205th-richest man according to Forbes magazine, which values
his:personal worth at approximately $2-billion.

- He i both a divisive and colourful charaeter in his-adoptive home of 70,000 people, where some
residents continued to voice their support for him yesterday, niofing hie is one of the island's *
econodiniie linchpins - not to mention one of its quirkier citizens. He once transported a-wounded,
bleeding priest on his private plarie and claimed he received a "life-changing” surge when the two
o touched heads:

- Back in the United States, Mr. Stanford stirred controversy by claiming family ties to Leland

& Stanford, who founded Stanford University in the 1890s. The university says there is no
T T T Tgenealogical connect ion between the two and sued S‘tiﬁ‘f?o‘rd‘G’roup‘hrOctcb'er‘fbﬁnﬁ*iﬁging‘s?n‘i'ts——'— T
o trademark.

i
b

Mr. Stanford owns Antigua's largest newspéaper and operated a pair of Caribbean airlines, which

"‘{ were customers of Bombardier.

i .

- He is also a major spotsor of several sports, including polo, yachting, soccet, golf and cricket. Last
7 year he underwrote a $1-million-per-player cricket tournament in Antigua, but also created 2 stir

i when he reportedly flirted with the wives of English cricketers. He was also supposed to back a

cricket tournament in Quebec thiis summer, but that plan is now up iri the air following allegations

)
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Thursday

by the US Securities and Exchange Commission.

On Tuesday, the regulator accused him of promising "improbable, if not impossible" returtis on a
type of security known gs certificates of deposits. The SEC said that instead of putting these assets
into transparent, 11qu1d investments, the money was placed into a "black box." The allegations
stretch back a decade; and receivers are now attempting to account for the approximately $8-billion
worth of CDs purchased by ifivestors. '

Officials in many Latin American countries are now scrambling to calmi nérvous investors amid
potential runs on the bank. Hundreds lined up outside the flagship branch in Antigua tryingto get
their money out, and similar consternation played out in Venezuela, Colombia, and Peru.
Panamanian authorities, meanwhile, seized Stanford's operation there because of "massive
withdrawals."

Stanford was able to set up a storefront in Canada under provisions in the Bank Act dating back
about three deeades that allow international lenders to promote their services, provided they don't
accept deposits Stanford Internaﬁonal Bank Ltd is one of 32 "foreign bank r‘epresentative o‘fﬁces

whlch is now looklng mto the c_ompa_ny.

While it is difficult to assess how much money Canadian i mvestors poured into Stanford, it is clear
thé company did have gstablished relationships here.

According to documents filed by the SEC in a Texas court, Toronto-Dominion Bank and TD
private client services had some involvement with Stanford International Bank.

Mark Zarich, who was at Stanford for nearly 10 years and ran the firm's investment advisory group,
told SEC lawyers in January that client money was deposited into three banks around the world.

"] know HSBC was one of them," Mr. Zarich said according to a transcript filed in court.
"Toronto-Dominion was another, and T think there was a third in the States."

SEC lawyers then handed Mr. Zarich a document that read: "Cash sits in thre¢ corréspondent
banks: TD, Toronto-Dominion, HSBC and National Republic.”

He confirmed the list and added that the HSBC bank was in London arid the National Republic
branch spmewhete in the United States.

Mr. Zarich also quoted from an internal document that indicated the company had several advisers
in Canada. Stanford International "utilizes 20 plus advisers primarily located in Europe and
Canada.”

A spokesman for TD said that the barik does not distribute any Stanford products and that none of
its customers have been affected. She said the bank would co-operate with any investigation, but
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HOW A HIGH-FLYING TEXAS BUSINESSMAN CAME TO HAVE CANADIAN CONNECTIONS; As allegations
surface, wofried ifivestors besiege Allen Stanford's Montreal office The Globe and Mail (Canada) February 19, 2009
Thursday

declined to cominert on any matters being probed by regulators.
According to their bidgraphi‘es, three managets at Stanford's Antigua headquarters formerly worked
for the Bank of Nova Scotia, but a spokesman for the bank, which has extensive operations in the

Caribbean, was unable to confirm this.
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Stanford's movers and shakers;
Advisory board membership reflected alleged fraudster's penchant for
name-dropping
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When Luis Giusti met Allen Stanford a few years ago in Houston, he was so impressed that he
Joined the advisory board of Mr. Stanford's company, Stanford Financial Group.

M, Stanford was "a very energetic guy," recalled Mr. Giusti, a Washington-based energy
consultant and the former chief executive officer of Venezuela's state oil company, Petroleos de
‘Venezuela SA. "He looked like, at that time, a good leader of his people.”

Mr. Giusti was one of several high-profile people Mr. Stanford attracted to the advisory board as he
expanded his operations around the world, including into Canada. Others included Peter Romero, a

~ former U.S. ambassador to Ecuador; Adolf Ogi, former president of Switzerland; Jorge Castaneda,
former secretary of state of Mexico; Alfredo Arizaga, former minister of finance of Ecuador; and
Lee Brown, former mayor of Houston and drug czar during the Bill Clinton administration. A senior
portfolio manager at Toronto-Dominion Bank's TD Asset Management also served on the board,
according to documents filed in coutt, and Courtney Blackman;, a former diplomat in Barbados, was
on the corporate board.

Now, with Mr. Stanford under investigation by the U.S. Securities and Exchange Commission over
allegations of an $8-billion (U.S.) fraud and regulators closing down his operations, some board
members are distancing themselves from the company. Mr. Ogi resigned his post this week, saying
through a spokesperson that he did not "want to be involved in any legal case involving a financial
scandal." Others declined comment when contacted. '

Mr. Giusti said he was shocked by the SEC allegations and he is worried about his investments
with Stanford, which had 30,000 clients in more than 100 countries.
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Stanford's movers and shakers; Advisory board memberstiip reflected alleged fraudster's penchant for name-dropping
The Globe and Mail (Canada) February 26, 2009 Thursday

"This has been an unpleasant surprise for us. I wish the best for the clients,” he said. "It's a very sad
story.” ' ‘

Mz, Giusti stressed the advisory board did little actual work and had no rolé in investment
decisions. "During my eight years the so-called board met only three times, and we simply listened
to presentations from guests about topics of general interest," he said. "It really didn't function as a
board."

His job consisted of giving oceasional speeches to Stanford investors about the oil industry and he
said many of the other board members did nothing, Mr, Stanford just wanted to use their names to
open doors in various countties, he added. For the most part it worked. Stanford Financial has
several offices in Mexico, Ecuador, Venezuela and throughout the Caribbean, as well as a large
staff'in Zurich.

Mr. Stanford wasn't shy about dropping hames or pushing cotinections to high-profile people in
business, sports and politics. When Mr. Ogi joined the advisory board in 2008, Mr. Stanford issued
a press release quoting Mr. Ogi as saying *1 am proud to be involved with a financial services group
which also understands the importance of improving communities thtough sport and philanthropy.”

He has also proudly touted an award he received from the Inter-American Economic Council in
2006 during a ceremony hosted by then U.S. president George W. Bush, as well as his numerous
political connections.

"Politics is a game with him and that's what it was all about," Mr. Stanford's father, James, said in a
recent interview.

In Canada, Mr. Stanford claimed Pierre Beaudoin, head of Bombardier Inc., suggested he open an
office in Moritreal for Stanford Internationa) Bank, a key patt of his empire (Bombardier officials
have played down Mr. Beaudoin's role).

The Montreal office - which was shut down earlier this week and is in receivership - was also used
to promote Mr. Stanford's public policy initiatives. It hosted a working lunch last year whose topic
was the global role of the big emerging economies such as Brazil, India and China, according to
Alain Lapointe, the head of the Montreal opérations.

Joanne Thornton, a senior vice-president at the Stanford Washington Research Group in
Washington, confirmed that she cameé up to Montreal to make a presenitation at the luncheon last
year. But she declined to discuss any other details about the group's activities or its current
relationship with Stariford Financial.

Stanford Financial acquired Washington Research Group in 2005. In.a news release at'the time,
Stanford Financial said it planned to stage an institutional policy conference with former U.S.
secretary of state Colin Powell.

?
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Mr. Stanford is quoted in the news release as saying: "At a time when much of the securities -
industry is scaling back its commitment to research, the launch of the Stanford Washington
Research Group is a key component of our strategy to aggressively build our research capabilities
for the long term and invest in new service offerings.”
with files from reporter Bertrand Marotte in Montreal
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Allen S'ténford's Journey into Canada began seven years ago with a meeting involving Pierre
Beaudoin, then president of Bombardier Aerospace, and it wasn't long before Canada became a key
part of Mr. Stanford's global financial empire.

That empire is now crumbling amid an investigation launched by the U.S. Securities and Exchange
Cdmmi'ssibn, which alleged Houston-based Stanford Financial Group orchestrated an $8-billion
(U.S.) fraud. Mr. Stanferd, a Texas billionaire; has not responded to the civil charges but regulators
around the world, including in Canada, have shut down his operations and investors have gone to
court ifi anl attemipt to recover something.

A Globe and Mail interview with Mr. Stanford's representative in Canada, Alain Lapointe, and
court filifigs reveal thie scope of Mr. Stanford's Canadian connéction and the role Bombardier Inc.
and Toronto-Dominion Bank played in helping build Stanford's various holdings including
Antigua-based Staniford International Bank (SIB).

TD provided banking services for most of its North American operations and handled some
investments, according to documents filed in court. The filings stated SIB had three correspondent
banks to Handle financial transactiéns - TD, HSBC ih Eurcpe and National Republic in the U.S. -
but "most money flows through TD." '

A senijor portfolio managet from TD Asset Management, Perry Mercer, also. sat on an advisory
board for SIB.

Alonig with Mr. Mercer, others on the board included former U.S. ambassador Peter Romero, and
Luis Guisti, the former head of Venezuela's state oil company. It's not clear when Mr. Mercer sat on
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the board or how long he remained. He was unavailable for comment.

The Canadian venture started with a meeting in 2002 between Mr. Stanford and Mr. Beaudoin in
Montreal. Mr. Stanford was picking up a new Bombardier Global Express 9100 and the company
held a small celebration. But according to Mr. Lapomte the conversatlon turned to other
opportunities,

"[Mr. Stanford] said it was Pierre Beaudoin who played the role-of ambassador; who told him that
if he was looking to open a Canadian office, to come to cosmopolitan, internationial Montreal," Mr.
Lapointe said yesterday.

M. Stanford replied by saying, "It's a deal," according to Mr. Lapointe.

Bombardier spokesman John-Paul Macdonald confirmed the meeting took place, but he said it was
a brief exchange. Mr. Stanford asked if Montreal was a good place to business and Mr. Beaudoin
replied, "as he does to all Bombardier's international customers, that it is a wonderful place to do

- business," Mr. Macdonald said.

_ Mr. Beaudoin, now the president and CEO of Bonibardier, recalled being pitched by some of SIB's
staff in the Montreal office at a later date, Mr. Macdonald said. "It was done as a courtesy because
Stanford was a client," he said.

"But nothing ever"ﬁ‘ahspired.i"

The meeting left such an impression on Mr. Stanford that he mentioned it during the official
opemng of SIB's representative office in Montreal in 2005.

By then, Mr, Stanford was on the way to acquiring a handful of Bombardier turbojets for a small
Florida-based airline he'd launched called Caribbean Star. Some of the initial financing for the
airline came from TD Bank, which extended a $4.8-million letter of credit to Caribbean Star in
2001. The airline and another Stanford air venture called Caribbean Sun were taken over in 2007 by
LIAT Ltd., which is controlled by a group of Caribbedn governments.

TD spokeswoman Julia Koene declined to comment on the specifics of the bank's relationships
with SIB and said the bank is co-operating with the investigation.

"As we've said, we are one of the banks that provide cash management services to Stanford and we
manage a small investment account on their behalf" she said. "We do not distribute any of the
Stanford Group investments products and therefore none of our clients have been impacted through
their relationship with TD ... There is no allegation of any wrongdoing on the part of TD or any of
its employees."

Yesterday Mr. Lapointe, 59, said he was as shocked as anyone when the allegations against Mr.
Stanford's financial group surfaced last week.
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"I'm anigry. I'th insulted," he said of the claims, hastening to add that no wrongdoing has been
alleged against the Montreal satellite office - which was placed in receivership on Monday, along
with SIB,

He declined to provide details about how many clients the Montreal office has or the estimated
value of the assets. But he said it strictly followed the rules for operating a representative office of a
foreign bank in Canada, doing only promotion for SIB products and services in Canada but not
taking deposits or doing any kind of transactions. '

He said the paperwork to register from the Office of the Superintendent of Financial Institutions
was done by Terry Didus, a partner in the law firm of Heenan Blaikie, whom he knew from his days
as an executive with Computershare Trust Co. of Canada, formerly Montreal Trust.

Mr. Didus was not available to comment yesterday.
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Communication to Creditors
Stanford International Bank Limited (in Liquidatien)-..

As we have published and advised all creditots who have filed claims in the estate, on May
12, 2011 we were appointed Joint Liquidators of Stanford International Bank (the Bank) in
substitution for Messts. Nigel Hamilton-Smith and Peter Wastell, by the High Court of
Antigua. The High Court has jurisdiction over the Bank as a company incotporated and
regulated under the statutes of Antigua, and specifically the Intemauonal Business
Corporations Act, Cap. 222.

Since then we have been heavily involved in reviewing the affairs of the estate, assessing
what needs to be done, meeting with key counterparties and obtaining an initial overview of
the legal proceedings in which the estate has been involved. The former lquidators of the
estate have cooperated fully with the transition and have made members of their staff
available to us. We have also been in contact with the US Department of ]ustice ("DoJ",

the US Receiver and the Creditors’ Committee for the US Recezversblp, with a view towards
meeting with them once we have a better understmdm.g of the issues between them and the
SIB Liquidation in Antigua.

Our obj ective has been to determine in the quickest time possible how the financial interests
of the account holders, CD holders, and general creditors (co}lecuvely the “Creditors™) of
the Bank are best served.

SIB Monies held in the UK, Switzerland and Canada

As you are likely aware the Do] has sought through various treaties to obtain a criminal
fotfeiture of monies of Stanford International Bank in the UK, .Switzerland and Cdnada.
These monies have been frozen, and the actions for forfeiture are well advanced and require
urgent attention. We have had discussions with the Serious Fraud Office in the UK, the
Prosecutor and Bankruptcy Trustee in Switzerland, and officers of the Attomey General of
the Province of Ontario, Canada. We have also approached the DoJ with a view to meefing
with them to discuss their intetvention and the best means of tesolving the issues. The Joint
Liquidators consider that, given the Antiguan estate has been recognized by the relevant
Courts and the liquidation provides a transparent and predictable method of distributing
funds to Creditors, the most appropriate remplent for these funds would be the Joint
Liquidators as officers of the Coutt.

While we would very strongly prefer not to litigate further with respect to these funds as
enough has been spent already, we believe that as Joint Liquidatots of the Bank, who are
answerable to its Creditots, these matters need to be fully aired and understood, before
deciding what is in the Creditors’ best interests.

Real Property

A substantial portion of the funds raised from the account holders and depositors of the
Bank was used to invest in real propetty in and around Antigua. Some of this exists in the
various buildings atound the airport in Antigua, much of which is completed and occupied,
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but an even greater part of the value is in undeveloped lands. Thete are also properties
under development that need some work to complete. ' ‘ ‘

These holdings are extensive and it is likely their value can be greatly enhanced if tb.ey are’

brought to matket in an orderly manner over a period of time. The other option is an
immediate sale, which given our understanding of the current matket for development lands
across the Caribbean is likely to yield far less than their fair value, assuming a buyer can be
found in the present market. Further, these undeveloped lands represent 4 significant source
of future income and employment in which the Government of Antigua has a real interest
over which they can exercise various regulatory controls. They will need to be part of the
sale process, and the Liquidators will have to work with them with an apptopnate program
for their packaging, international marketing and sale.

- We are consulting with the property advisors to the former Joint Liquidators to determine a
possible range of values for the real property, and will provide an update for creditors in due
coutse.

Other Rights and Claims

The Jomt qu_mdators and their legal counsel are looking into possible causes of action that
may give rise to a right to recover monies or assets on behalf of the estate, so that we can
. pdoritize a program of examination of the most likely routes for financial recovery to the
estate for its Creditots.

Creditore’ Committee

The International Business Cotporations Act (Antigua and Barbuda) does not mandate 2
creditors committee to provide advice and assistance to the Joint Liquidators. Howevet we
recognize that the Creditors of the Bank are the ultimate stakeholders with the economic
interest in the outcome of the Liquidation. We therefore propose to establish an ad boc
Creditors’ Committee.

Usually such a2 Committee is made up of individual creditors representing 2 broad cross-
section of the creditor body as a whole. Where there is a statutory obligation for a
committee this is usually limited to five (5). This is reflected in the law of Antigua with
respect to the winding up of domestic companies, and for example is consistent with the
corporate winding statutes in the UK, Canada and Barbados. It is in our experience
preferable to restrict membership to individuals rather than non-creditor agents who do not
have a direct financial interest in the outcome. Furthet, statutorily constituted committees
have a 'duty of confidentiality, and may not do business with the estate or make any
economic gain from dealings with the estate other than through a right to seek
treimbursement of out of pocket costs for attendmg meetings. We would insist on these same
requirements for our Committee,

This Committee will provide inpu'e and advice to the Joint Liquidators on all the major -

decisions that face the on-going administration of the estate, including positions to take with
respect to the frozen funds, the process of assembling, packaging and marketing the real
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property to maximize value, and what other actions to take to recovet property or assert
liability and recover value for the estate and its creditors.

We are presently looking at how the creditor body is constituted geographically, and by size
of exposute to loss. Itis our intention in the next two weeks ot so to invite petsons who in
our view represent both large and small creditors in each major jurisdiction to patticipate on
a Creditors’ Committée. While we would prefer to’ limit the size to five in line with most
statutorily constituted committees, we are prepared to consider one or two additional
members if required to ensure inclusion from the important demographics.

Financial Issues

The liquidation estate at present has virtually no funds, and has payment obligations that
exceed those funds available. It is apparent that the Liquidation requires adequate funding
to perform any of its statutory functions, such as the claims adjudication process, the
recovery and realisation of the assets of the Bank, and compliance with the Order of the
Court appointing us to office. It is also our preliminary view, formed with the assistance of
local real estate advisors to the former Liquidators, that the value of the estate’s lands can be
greatly enhanced with 2 methodical approach to their sale, and potentially some modest
investment. Clearly any efforts to pursue recoveties of presently hidden assets or claims will
requite funding. As noted above we will look to the Creditors’ Committee for input into the
appropriate use of estate funds, and would expect that this would involve substantive
analysis of the costs and potential benefits of such expenditures prior to embarking on them.

Presently there are almost no liquid assets in the Liquidation arid without them the prospects
for the estate to generate the maximum potential recoveries are severely limited.

However the professional team who acted to remove the previous Joint Liquidators from
office recognized that the estate was severely hampered by lack of funds. Accordingly, they
spent the better part of a year locating and negotiating with various funds to procure a
lending package that could be taken up by the Liquidators if they considered it acceptable.
The need for this funding was recognized in principle by the Court in its Order replacing the
former Joint Liquidators, which has instructed the Liquidators to consider the offer and
report back to Court.

Since our appointment we have examined this financing proposal and have sought various
amendments from the funders from the original proposal.  The lending terms involve the
fanders being at risk on the monies extended, with their return based on asset realisations
rather than 2 straight loan. We have yet to finalise our recommendation to the Coutt on the
funding package offered, which in any event would be subject to due diligence by the
funders and review and approval by the Court in Antigua.

Return "go Creditors

At this point we have been involved in the estate for approximately three weeks, and it is not
yet possible for us to make any informed judgment as to the likely recovery to Creditors.




However it is clear that access to fundmg Wﬂl open the door to greatly nnproved pxospects
in accessing the underlying value in the real property. Failure to fund the estate will very
likely result in a very poor retumn to Creditors a3 the probable recoveties will be limited to
real property sold on 2 hqmdatlon basis. W1thout funding ot reahzable assets there 1s no
prospect at all of teacing potenﬁaﬂy hidden assets, not pursuing claims agmnst third pa.rues
who have contributed to the losses facing creditors.

To have access to the Bank’s own funds presently frozen by the cnmmal forfe1ture
proceedings would generate a considetable value to the estate in tetms of allowmg

additional tecovery and asset realisations to maximize recoveties, in addition to ensuring the -
seized funds are used in the interests of those creditors from whom they were originally

taken. We hope to meet with DoJ to understand the reasoning behind their approach and
see if a compromise can be reached which will allow the estate to go forward with its own
funds, and therefore maximise returns to Creditors.

Once the Joint Liquidators have a more detailed understanding of the assets of the Bank, the
position being-adopted by the Do] and the availability of financing we will provide creditors
with an update including our best estimate of the financial position of the estate and the
potential for a dividend to creditots.

Marcus Wide Hugh Dickson
Joint Liquidators
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DECLARATION OF NIGEL HAMILTON-SMITH
. INSUPPORT OF THE PETITION FOR RECOGNITION OF A FOREIGN
MAIN PROCEEDING PURSUANT TO CHAPTER 15 OF THE BANKRUPTCY CODE

1. I, Nigel Hamilton-Smith, am making this declaration in support of the
Official Form Petition and the Petition for Recognition of a Foreign Main Proceedir:1g Pursuant
- to Chapter 15 of the Bankruptcy Code (the "Petition")’ in accordance with section 1515(c) of
title 11 of the United States Code (the "Bankruptcy Code") and Rule 100;7(a)(4) of the Federal
Rules of Bankruptcy Procedure (the "Bankruptcy Rules™). As explgined below, my colleague,

Mr. Peter Wastell, and I (the "Foreign Representatives”) were appointed as Joint.

-

Receivers-Managers for Stanford International Bank, Ltd. ("SIB" or the "Debtor") and Stanford

Trust Company Ltd ("STCL") by the Supervisor of International Banks and Trust Corporatiéns

in Antigua on February 19, 2009 and, following the institution of liquidation proceedings%or
SIB, as liquidators for SIB. SIB is a private international bank chartered under the laws 0‘}3 Ei
Antigna and Barbuda and domiciled in St. John's, Antigua, West Indies. %)ZQ‘) z
2. As explained belbw, through my extensive work as a Joint \f[: g j
Receiver-Manager of SIB, I have become familiar with the Debtor's day-to-day operatiozné,ﬁ Dﬁ
LI\ S
! Capitalized terms not otherwise defined herein shall have the meaning given to them in the Petitioig § §
£ % :
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assets, financial condition, busines;_s“aﬁairé and bookéi and records. »:E};cei:t as othéfv&i;se o
indicated, all facts set forth in this Declarat‘i‘o‘nA are baséd luiafon: (a) my personal knowledge;

(b) my review of relevéxlf documents; (c) information supplied to me by other members of the
Vantis Business Recovery team, the Debtor's remaining employees or other professionals
retained to assist in identifying, securing and preserving the Debtor’s assets and books and
records; or (d) my ol.ﬁnion based upon my experience and knowledge of the Debtor's operations
and financial condition. If I were called upon to testify, I could and would testify competently
to the facts set forth herein.

Background and Qualifications

3. I have been practicing as a licensed Insolvency Practitioner in the
accounﬁng firm Vantis Business Recovery Services ("Vantis Business Recovery") of
Torrington House, 47 Holywell Hill, St. Albans, Hertforshire, England and its predecessor firms
since 1986. Mr. Peter Wastell is also a partner of Vantis Business Recovery and has been
practicing as a licensed Insolvency Practitioner since 1999, and involved in full time insolvency

work since 1990,

4. Vantis Business Recovery is a division of Vantis plc, the UK accounting, -

tax and business advisory group, and is a top ten provider of business recovery services in the
United Kingdom. Vantis Business Recovery has extensive experience providing recovery
services to banks, and has over 1,000 staff in the United Kingdom and access to additional
resources through its membership in the HLB International network, which is one of the largest
global networks of independent accounting and consulting firms.

5. Vantis Business Recovery and its pro.fessionals have extensive
experience in cross-border insolvencies. The firm has undertaken cross-border restructurings as

Chief Restructuring Officer for businesses based in France, Germany, Belgium and Hungary,
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has conducted cross-border forensic investigations relating to the recovery of assets in
numerous juﬂsdjctioﬂs, including the United States, the Channel Islands, Mauritius, Pémama,
Guatemala and Spain, and has dealt with the disposal of subsidiary businesses in India, Hong
Kong, Singapore, Azerbaijan, Costa Rica, Peru and Romania, amopg-others. Currefxtly, Vantis
Business Recovery is working w1th the United States Department of Justice Eastern District of
Missouri (the "DOIJ") in respect of BetonSports, a U.K.-based PLC for which Mr. Wastell and
have been appointeci liquidators and for which the DOJ has frozen funds in Switzerland, New
Jersey and Lichtenstein. Vantis Business Recovery is a member of the Group of 36, the policy
committee of INSOL International, a giobal federation of associations of lawyers and
accountants who specialize in turnaround and insolvency work.

6. Additionally, Mr. Wastell and I have previous experience coordinating a

complex Antiguan liquidation: BetonSports (Antigua) Limited ("BetonSports"), an affiliate of

the U.X.-based entity referenced above. Mr. Wastell and I were appointed as

Receivers-Managers of BetonSports in September 2007 and subsequently as liquidators in
February 2008. BetonSports had approximately 87,000 creditors and assets located in various
jurisdictions throughout the world, including the United States, Germany and South Africa.

This assignment required the team from Vantis Business Recovery to work on site in Antigua

. on a number of occasions, and we became familiar with the Antiguan liquidation process and

the issues that are likely to arise.

Appointment as Receiver-Managers and Foreign Representatives

7. I understand that on February 16, 2009, the Securities and E_xchange
Commission (the "SEC") filed a Complaint (the "Complaiﬁt") in the United States District
Court for the Northern District of Texas (the "U.S. District Court"), naming SIB, certain ~ *

affiliated companies; R. Allen Stanford, James M. Davis and Laura Pendergrest-Holt as co-
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defendants (collectively, the "Defendants"), and alleging certain violations of Federal securities
laws. Generally, the SEC asserted that the Defendants perpetrated‘a massive and ongoing fraud
through the sale of SIB certificates of deposit. In the Complaint, the SEC sought certain
emergency relief, including the freezing of the Defendants' assets and the appointment of a

. temporary receiver to marshal and preserve the funds and assets of the Defendants for the
benefit of investors.

8. | Based on the Complaint, on February 16, 2009, the U.S. Diétrict Court
(Judge Godbey) entered (i) the Temporary Reétrainihg Order, OrderAF.reezing Assets, Order
Requiring an Accoﬁnting, Order Requiring Preservation of Dpcuments, and Order Authorizing
Expedited Discovery (the "TRO"), and (ii) the Order Appointing Receiver. Among other
things, the TRO denied SIB access to its bahk accounts and prevénted SIB from continuing its
investment operations. Pursuant to the Order Appointing Receiv:er, the U.S. District Court
appointed Ralph S. Janvey of Dallas, Texas as the receiver fojr the Defendants (the "U.S.
Receiver™), and issued an injunction that, among other things‘; prohibited the Defendants and
their agents, officers and employees from filing any proceeding "initiated pursuant to the United
States Bankruptcy Code, except with the permission of" the U.S. District Court.

0. Following the aétion taken by the SEC, a large number of certificate of
deposit holders sought to withdraw their funds from SIB. In response, the Financial Services
Regulatory Commission (the "FSRC") issued an order appointing me and Mr. Peter Wastell as
Joint Receivers-Managers of all the undertaking, property and assets of SIB and STCL and

'granting us "all the powers, duties and liabilities cbnferred and imposed by the [IBCA]"
including "the duties and powers previously vested and discharged by the directors of the [SIB]

and STCL." The FSRC is a statutory body established under the International Business
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Corporation Act, Cap. 222 of the Laws of Antigua and Barbuda, as amended (the "E_Q_A_“),Kto, ] 2 5
among other things, provide certain oversight to international bank and trust companies

domiciled in Antigua. We have exercised those powers and managed the affairs of both entities

since the FSRC appointed us as Joint Receivers—Managers on February 19, 2009. A true and

correct copy of the FSRC's instrument of appointment is attached hereto as Exhibit A.

10. On February 26, 2009, the Eastern Caribbean Supreme Court in the High

Court of Justice, Antigua and Barbuda (the "Antigua Supreme Court"), on application by the
FSRC, ordered the appointment of me and Mr. Wastell as Joint Receivers-Managers of SIB and
STCL pursuant to Section 220 of the IBCA with such powers as the Court may determine, A

true and correct copy of the February 26, 2009 Order of the Antigua Supreme Court

(the "Supreme Court Order") is attached hereto as Exhibit B. The Antigua Supreme Court,

among.other things, ordered the Liquidators to:

. "take immediate steps to stabilize the operations of [SIB and STCL] " (Supreme
Court Order  5);
e "execute their duties in accordance with the [IBC] Act and otherwise only in

accordance with this order and the directions of the Court" (/d. § 6);

o "take into their custody and control all the property, undertakings and other assets
of [SIB and STCL] pursuant to Section 221 of the [[BCA] " (/d. §9); and

. "open and maintain bank accounts within the jurisdiction or in such jurisdictions
as they consider appropriate in their names as Joint Recelver-Managers of [SIB
and STCL]" (Id. § 10).
11,  Pursuant to our appointment as Joint Receivers-Managers, we, and a team
from Vantis Business Recovery, have been based at SIB's headquarters in St John's, Antigua

since February 20, 2009. We have undertaken an enormous amount of work in that time and

have gained a deep understanding of SIB's business, its assets, its liabilities and its customers -
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- 126
from our analysis of SIB's recbrds, computer systems and IT databases, and our interviews of
key members of SIB's staff.

12, Specifically, we have had a number of meetings with SIB's staff to
identify the nature of SIB's activities and its interaction with other Stanford companies and .
operations it conducted in other parts of the world. We have reviewed a substantial volume of
records held by SIB to obtain informatioﬁ about the deposits taken from clients and investments
made by SIB.

13. We have been carrying out investigatipns to idenfifs? assets held by SIB,
including cash balances, investment as.set_s and nqh-invesmént assets. The investigation has
involved not only analyzing SIB's records but also comrﬁuni?:ations with approximately
68 financial institutions and companies to obtain confirmation a$ to the cash, bonds, equities
and other investments they are holding on behalf of SIB. We have also communicated with
regulators in Ecuador, Columbia, Canada and Mexico and the lawyers acting for the U.S.
Receiver about the relationship between SIB and other entities in the Stanford group.

14,  Additionally, we have been carrying out a forensic investigation to seek
to identify claims and recover assets from other entities for the benefit of SIB's creditors,
including an mvésﬁgétion into funds that Stanford obtained via SIB that were used to fund a
number of entities in Antigua and an investigation into hundreds of millions of dollars in
commissions and management fees paid by SIB. |

15. Wehave put in place appfopriate arrangements to ensure communication -
with SIB's more than 27,000 clients, including by way of press releases, websites, re-opening of .
SIB's telephone lines, opening email communication channels for iﬁvestors, producing

statements of accounts for them and holding daily meetings. We have handled more than
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13,500 investor inquﬁies and processed more than 3,000 change of address forms. We have
also gathered information relat'mg to the 3,500 credit cérds issued by SIB and are in the process
of producing revised statements for those credit card holdefs.

16.  Additionally, we sent a team of accountants and specialist IT technicians
to SIB's sales office in Montreal, Canada to dismiss staff, deal thh local legal issues in
conjunction With local legal counsel, and ensure that all files and paperwork have been stored
and IT equipmeﬁt has been hﬁaged and safe-guarded. We are currentl;f arranging for the sale of
assets located in the Canada ofﬁce, which are limited to office and IT equipment. In the course
of dealing with SIB's assets in Canada, the Foreign Representatives were recognized by the
Superior Court in Quebec for the District of Montreal, which granted the Foreign
Represenfatives the power to take custody and control over SIB assets in Canada, and acted to
terminate the Montreal lease.

17.  Our information technology advisors have made significant pfogTess in
developing an on-line claims management system that will be used to process claims from
various creditors of SIB. The on—iine system will allow us to issue all creditors a unique
registration numbef and will provide various security checks relating to, among others, account
numbers, passwords and digital signatures. At the same time, we have preserved all physical
records to a.lldw for necessary cross checking to prevent against fraudulent claims.

18.  After conducting a preliminary investigation in accordance with the
authority granted by the Antigua Supreme Court, Mr. Wastell and I determined that SIB was
insolvent and incapable of being reorganized. Accordingiy, the FSRC applied to the Antigua

Supreme Court and recommended that SIB be placed into immediate liquidation

" (the "Application for Liquidation"). The U.S. Receiver intervened in that proceeding and,
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among other things, requested that the Antigua Supreme Court appoint him as liquidator instead

of me and Mr. Wastell. The Antigua Supreme Court determined to place SIB into liquidation

and to appoint me and Mr. Wastell as liquidators, and after giving the U.S. Receiver's Anti guan

counsel an opportunity to comment on the order, entered an order (the "Order Initiating

Antiguan Proceeding™) on April 17, 2009 instituting the Antiguan Proceeding, a liquidation
proceeding under Antignan law, and appointing Mr. Wastell and myself as liquidators of SIB.

A certified copy of the Order Initiating Antiguan Proceeding is attached hereto as Exhibit C.

Interactions With the U.S. Regeiver

19.  From the outset, Mr. Wastell and I recognized that the orderly analysis
and administration of SIB would best be accomplished if the receivers in the U.S. and Antigua
cooperated and coordinated their efforts. Accordingly, the day after the FSRC appointed us, we
initiated contact with the U.S. Receiver to schedule a meeting for the parties to begin work to
establish a cooperative framework for the collection and sharing of information and, ultimately,
the collection, preservation and administration of SIB's assets. The U.S. Receiver declined our
offer to meet at thgt time, but the parties .agreed to keep lines of communication open. In a good
faith effort to begin cooperation and coordination, wé subsequently provided the U.S. Receiver
with a report summarizing much of the work we had performed and _What we had disc‘overed
regarding SIB's assets and investors. The U.S. Receiver, however, has to date shared virtually
nd information with us.

20.  On March 11, 2009, the U.S. Receiver filed a Motion to Amend Order

Appointing Receiver (the "Motion to Amend™) with the U.S. District Court, seeking, among
other things, (a) sole and exclusive authority to file bankruptcy petitions for any of the
Defendants, and (b) injunctions preventing any person from (i) filing petitions for recognition of

a foreign proceeding under chapter 15 of the Bankruptcy Code, and (ii) seeking relief from the

-8-
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injunction prohibiting the filing of a chapter 15 petition for 180 days after entry of an amended
order. The U.S. District Court entered a modified version of the proposed amended order on
March 12, 2009 (the "Amended Order") that, among other things, enjoined any person from
filing a petition for recognition of a foreign proceeding under chapter 15 of the Bankruptcy
Code without prior approval of the U.S. District Court, or. seeking relief from that injunction
for 180 days after entry of the Amended Order.

21. On April 1, 2009, we met with the U.S. Receiver and our respective
counsel in Miami. Further meetings were discussed, and we agreed t.o continue to work to see
whether some form of cooperation and information sharing can be achieved. Nevertheless, thé
day after the Miami meeting, the U.S. Receiver filed an application to be joined in the Antiguan
proceeding as an interested party (the "Application in Intervention™) and seeking to have the
Application for Liquidation struck, or, in the alternative, to have himself, rather than mé and
Mr. Wastell, appointed as the liquidator in the Antiguan Proceeding.® Having already
effectively barred Mr. Wastell and me from seeking cooperation in the U.S. courts, the U.S.
Receiver asserted in the Application in Intervention that in his view, "it would be Beneﬁcial if
there were co-operation between the U.S. Receiver and Antiguan Receiver . . . and [s]uch co-
operation can best be achieved by having the same person in both positions.” Given the U.S. |
Receiver’s actions to date, I can only conclude that the U.S. Receiver is largely uninterested in
cooperating in any meaningful way and will not entef into any meaningful cooperative
agrée_ment without advance approval and/or direction from this Court. Indeéd, the U.S.
Receiver's attitude to the appointment of me and Mr. Wastell as Joint Receivers-Managers of

SIB and the authority of the Antiguan Supreme Court is succinctly summarized in a March 11,

The U.S. Receiver actually requested that he be appointed co-liquidator in the Antiguan Proceeding, along
with Mr. Richard . Thomas of Emst & Young, LLP.

-9. 9
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2009 email drafted by the representatives of the U.s. Recéiirer regarding the insurance of certain
SIB assets located in Antigua, wherein the representatives wrote:

Thank you for forwarding the information from Vantis. Mr.
Janvey was appointed a Receiver for the two subject entities [SIB
and STC] more than a week before the Antiguan Court took action
to appoint Mr. Hamilton-Smith and Mr. Wastell as Receivers. We
do not recognize the Antiguan Receivers as having any authority.

- Neither, to our understanding, is their receivership recognised in
the United Kingdom. We see no need for youto provide any
information on Mr. Hamilton-Smith's instructions. So far as we
are concerned, insurable interests are as have been previously
discussed.

The Chapter 15 Petition

22.  Based on the U.S. Receiver's actions to date, I believe that the only way
to secure the necessary cooperation from the appropriate U.S. authorities to share relevant
information and collect and administer SIB's assets as is necessary to protect the interests of
creditors and investors is to obtain recognition as a foreign representative under the Bankruptcy
Code. Mr. Wastell and I are initiating that process by filing the Pet';tion and the necessary
supporting documentation, seeking recognition as foreign representatives and recognition of the
Antiguaﬁ Proceeding as a foreign main proceeding pursuant to chapter 15 of the Bankruptcy
Code. Ihave been informed that the relief requested in the Petition is a necessary predicate for
me and Mr. Wastell, as Liquidators of SIB, to apply directly for relief in a U.S. court or to seek
comity or cooperation from a U.S. court. To enable us to carry out our mandate, Mr. Wastell |
and I are also commencing proceedings for recogﬁition in the United Kingdom, Switzerland and
Canada. |

23.  We are mindful of the provisions in the Amended Order that enjoin
parties from (a) filing a chapter 15 petition without leave of Court, and/or (b) seeking relief

from that provision for 180 days. Accordingly, we are filing the Petition and supporting

10
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pleadings initially in the U.S. District Court (for reference to Judge Godbey) and concurrently

- requesting that Judge Godbey refer the Petition to the United States Bankruptcy Court for the

Northern District of Texas. We are also seeking to have that portion of the Amended Order
enjoining the filing of a chapter 15 petition vacated.

The Debtor

24.  SIB is a private international bank chartered under the laws of Antigua
and Barbuda and domiciled in St. John's, Antigua, West Indies. As of February 19, 2009, the '
records of SIB indicate that it had 27,992 active clienfts with a total reported invested amount,

.including aécrued interest, of $7,206,204,579. SIB primarily sold various forms of certificates
of deposit ("CDs") that purportedly yielded rates of return exceeding those offered by more
traditional banks. The CDs were marketed to investors thrqughout the world, and SIB had

clients based in 113 countries.

Center of Main Interest Analysis

25.  We believe that SIB is ownea by Stanford Bank HoldjngS«_Limited, an
Antiguan entity, which, in turn, is owned by Stanford Financial Group Limited, also an
Antiguan ;ntily. Stanford Financial Group Limited is owned by R. Allen Stanford ("_SL@"').
SIB has maintained its registered office and headquarters in St. John's, Antigua since 1990, and
has been at its current address, No. 11 Pavilion Drive, since 2002. The SIB headquarters and
corporate offices are in a 30,000 square foot Georgian-style building sitting atop a hill outside

Antigua Airport. SIB's only other office is a sales office in Montreal, Canada. In close

proximity to the headquarters, and all built by Stanford, the sole shareholder of SIB's ultimate

parent company, are the Bank of Antigua, the Pavilion Restaurant (with a 9,000 bottle wine
cellar valued in excess of $4 million), the 5,000-seat Stanford Cricket Ground and the Sticky

Wicket, a restaurant and bar where Stanford could frequently be found.

-11- 11
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26.  Tn addition to being the sole shareholder of STB's ultimate parent
company, Stanford owned Aﬁﬁgﬁa's largest ﬁewsf)aper, the Anti eua Sﬁﬁ, ‘héacslécrl the Bank of
Antigua, was formerly .the lé:gést bﬁvété éﬁipioyei in Antlgua, sponsored Antigua Sail Week,
one of the world's most famous sailing regattas, and was in the midst of developing a marina,
sho_pping- and entertainment complex near Antigua Aii'}ﬁort when the SIB scandal broke.
Stanford held dual U.S.-Antiguah citizenship andv fesided in Anfigué for more‘than 20 years. He
was even knighted by the govemmeﬁt of Antigua. _. |
27.  The vast majority of SIB's employees worked in Antigua. Speciﬁcally,
out of 93 'employees, 88 were located in Antigua. The reﬁlaining ﬁvé employees were located
in Montreal, Canada. No employees were ever located in the United States. Additionally, other
than the office equipment for the office in Montreal, all of SIB's non-investment assets are
located in Antigna. With respect to investment assets, and while much remains to be
determined, such assets appear to have been invested throﬁghout the world, although by far the
largest financial institution holdings appear to be in Switzerland and real property investments - |
appear to be limited to the Pelican and Guiana Islands, which are part of Antigua.
28.  SIB's clients were located throughout the world. More than 84% of SIB's
clients in number came from outside the U.S,andin ten:ﬁs of total dollars deposited, more
than 78% of those deposits came from outside the U.S. The largest number of clients were from
Venezuela, constituting approximately 37% of the clients, followed by the United States ata
little less than 1.6% and Mexico at a little less than 14%. Witﬁ respect to total dollars deposited,
clients in the U.S. accounted for approximately 22%, followed closely by Venezuela at 21% and
Mexico at 13%. A cha?t showing the 10 countries with the largest number of SIB clienté is

reproduced below.

-12- 12
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Country of Depositor . Number of % of total Amount US$ % of total

. Clients clienfs deposits
United States of America 4380 15.66% 1,574,389,287 21.85%
Venezuela . 10,432 37.29% 1,511,898,916 20.98%
Antigua & Barbuda (including investments held 4,011 14.34% 1,402,094,191 19.46%

in the name of Stanford Trust Company Ltd on
behalf of its 3,800 clients)

Mexico 3,865 13.82% 932,241,682 12.94%
Canada 224 0.80% 308,349,645 428%
Haiti - : 412 1.47% 219,667,759 3.05%
Peru 553 1.98% i 120,767,660 1.68%
Columbia 580 2.07% 110,245,322 1.53%
Panama . 171 0.61% . 89,540,559 124%
British Virgin Islands 132 0.47% 84,632,344 1.17%
TOTALS (relating to top 10 by deposit value) 24,760 88.51% 6,353,827,370 88.18%

29.  From its Antiguan headquarters, SIB maintained and managed all
d¢positor accounts, including performing all account opening procedures, undertaking money
laundering checks and compliance procedures, maintaining all client files, managing SIB's
operating software, generating client stateﬁents, managing clients' accounts in respect of loan
requests, credit cards and bill payment services, executing all interest and redemptions
payments to clients, receiving statements from financial institutions holding monies on behalf of
SIB and handling all day to day communications with clients or their advisors. Additionally,
SIB submitted quarterly ﬁliﬁgs to the Financial Services Regulatory Commission of Antigua
and Barbuda.

30.  Inits marketing materials, SIB promoted itself as an Antiguan bank. The
first sentence of the Disclosure Statement for the U.S. Accredited Investor Certificate of
Deposit Program provides that “[t]his Disclosure Statement was prepared and is being furnished
by Stanford International Bank Ltd. . . . a bank chartered in Antigua and Barbuda under the
International Business Corporations Act, No. 28, of 1982, solely for use by certain prospective
depositors who reside in the United States . ..." A true and correct copy of the Disclosure
Statement is attached hereto as Exhibit D The Disclosure Statement also contains a lengthy

description of Antigua and Barbuda, including its geography, system of government, legal

13
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system, economy and financial regulatory s’y‘stem, and advises potential investors that "[n]o
entity or person other than [SIB] is liable for payment of the CD Deposits." (Disclosure
Statement at4, 13.)
31.  The relationship between SIB and its depositors was governed by
Antiguan law. The General Terms and Conditions of SIB that were incorporated into most
transaction documents with depositors expressly provide:
* These Terms and Conditions shall be interpreted in accordance
with the laws of Antigua and Barbuda, W.I. For any action or
proceeding which the Bank or the Depositor may commence in
connection with the account or with any operation or transaction
involving payment to or from the account, the Depositor
irrevocably submits to the jurisdiction of the courts of Antigua and
Barbuda, W. L., and to the fullest extent permitted by law, waives
any and all immunity that it or any of its property, may have under
any applicable law, as well as waiving any claim that such courts -
would be an inconvenient forum. Jurisdiction for all legal
proceedings shall be in Antigua. The Bank, furthermore shall have
the right to take legal action against Depositor before the
competent court in Depositor's place of domlcﬂe or before any
other competent court.
(General Terms and Conditions at §23.) A true and correct copy of the General Terms and
Conditions are attached hereto as Exhibit E. Further, the Subscription Agreement provided as
part of the U.S. Accredited Investor Certificate of Deposit Program states that "this Subscription
Agreement shall be construed in accordance with and governed exclusively by the laws of
Antigua and Barbuda, and you consent to the exclusive jurisdiction of the courts in Antigua and
Barbuda in relation to any action or proceeding arising under this Subscription Agreement.”
(Subscription Agreement at 2(k).) A true and correct copy of the Subscription Agreement is
attached hereto as Exhibit F. Finally, the Disclosure Statement expressly states that "under the
Subscription Agreement you sign for each CD Deposit, you will agree that your right§ and
obligations with respect to the CD Deposits will be governed by the laws of Antigua and
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Barbuda and that the courts of Antigua and Barbuda will have exciusive jurisdiction over any
— _ dispute relating to the CD Deposit." (Disclbs_ure Statement at4.)
o , Other Qualiﬁéations for Recognition

32.  The Antiguan Proceeding is a collective judicial proceeding authorized
and superviéed by the Antiguan High Court under the International Business Corporation Act
B and pursuant to the Order Initiating Antiguan Proceeding for the purpose of liquidating the
Debtor's assets. It is my understanding that for these reasons, the Antiguan Proceeding qualiﬁes
as a "foreign proceeding" as that term is defined in sectién 101(23) of the Bankruptcy Code."

33.4 Mr. Wastell and I are individuals who have been authorized by the
Antiguan High Court to administer the liquidation of the Debtor's assets. It is my understanding
that for these reasons, we satisfy the definition of a "foreign repreéentative" as that term is
defined in section 101(24) of the Bankruptcy Code.
— ‘ 34, The Debtor is domiciled in Antigua, and, as mentioned above, the
majority of its operations and physical assets are in Antigua, a substantial number of its
f creditors are in Antigua, the majority of its business operations were conducted.in Antigua and
— the relationship between the Debtor and its creditors was governed by Antiguan law. Itis my
A understanding that the Debtor's center of main interest is in Antigua and the Antiguan
Proceeding is therefore a foreign main proceeding as that term is_ defined in section 1517(b)(1)
of the Bankruptcy Code.
= 35.  The Foreign Representatives are the only administrators in foreign

proceedings of SIB that are known to me. Our contact information is attached hereto as

Exhibit G.
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36.  The parties to litigation pending in the United States to which SIB is a .

party are described on the list attached.heréi:d as Exhibit H. I am not aware of any other -
litigation pending in the United Stétés mvolvmg SIB ‘ r
37.  The Foreign Representatives are not at this time seeking provisional relief j

pursuant to section 1519 of the Bankruptcy Code at this time. : -L
38.  We Believe that SIB is wholly owned by Stanford Bank Holdings l:

Limited, a corporation organized and operating under the laws of Antigua and Barbuda, which ~
in turn is wholly owned by Stanford Financial Group Limited, a corporation organized and ,L -
operating under the laws of Antigua and.BaIbuda, as described 1n the statement of corporate -
ownership attached hereto as Exhibit I. j
39.  Inaccordance w1‘£h 11 U.8.C. § 1515(c), I am not aware of any foreign I

proceeding, other than the Antiguan Proceeding, in which SIB is named as a party. =
Authorization to File Chapter 15 Petition B

40.  As one of the Liquidators of SIB, authorized by the Antiguan High Court j

to, among other things, commence proceedings in foreign jurisdictions seeking recognition of E 1\:;;
the Antiguan Proceeding, I represent that the Liquidators have authorized and directed United ]
States counsel, Jones Day, to commence this Chapter 15 case for the Liquidators and seck such :
additional assistance as we may request from time to time to facilitate the Antiguan Proceeding - ,j;
and the orderly administration of SIB's affairs. ""3
I certify pursuant to 28 U.S.C. § 1746 under penalty of perjury under the laws of the -
United States that the foregoing is true and correct to the best of my knowledge, information :_:
and belief. ' ~
-16 - 16 B
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Dated: April 20, 2009
St. John's, Antigua
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- EXHIBIT A

[February 19, 2009 Instrument of Appointment]

18
DLI-6242378v11

138

i

J

)

r

{4

|- Ve

L..J

L.J

()

4 L.J



:L.

FINANCIAL SERVICES REGULATORY COMMISSION

International Business Corporations Act, Cap.222
APPOINTMENT OF JOINT RECEIVERS-MANAGERS
Stanford International Bank Ltd (SIBL)
And
Stanford Trust Company Ltd (STCL)
I, PAUL A. ASHE, Supervisor of International Banks and Trust Corporations of the
FINANCIAL SERVICES REGULATORY COMMISSION (the Commission) a
statutory body, established under the International Business Corporation Act, Cap 222

of the Laws of Antigua and Barbuda as amended (the Act) of Old Parham Road, St.

Iohn’s Antlgua, being the APPROPRIATE OFFICIAL responsible for control and

regulation of corporations established under the Act, in pursuance of the power
conferred on me under Section 287 of the Act, DO NOW APPOINT PETER WASTELL
and NIGEL HAMILTON-SMITH both of Vantis Business Recovery Services of
Torrington House, 47 Holywell, St. Albans, Hetfordshire, England, to be JOINT-
RECEIVERS-MANAGERS of all the undertaking, property and assets of the Stanford
International Bank Ltd (SIBL) and Stanford Trust Corporation Ltd (STCL) upon the

~ terms and with all the powers, duties and liabilities conferred and imposed by the Act

or by any other law PROVIDED ALWAYS AND WITHOUT PRE]UDICE TO THE
FOREGOING :
1. The Receiver-Managers shall be deemed to agents of SIBL and STCL; and SIBL
and STCL shall be responsible for the remuneration, acts and defaults.
2. The Receiver-Managers shall have the duties and powers previously vested and
discharged by the directors of the SIBL and STCL
3. The Receiver-Managers may exercise, perform and discharge their statutory
powers, duties and liabilities independently of the other or jomﬂy according to
law. .

Dated the 19% day of February, 2009

Signed by PAUL A. ASHE,
Supervisor of International Banks and
Trusts Corporations, the Appropriate
Official, Financial Services Regulatory
Commission befgke and in the .,

el N e Mt N St Nt

Deputy Administrator
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EXHIBIT B

[February 26, 2009 Order of the Antiguan High Court]
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THE EASTERN CARIBBEAN SUPREME COURTY
IN THE HIGH COURT OF JUSTICE {3
ANTIGUA AND BARBUDA

Claim No. ANUHCV2009/0110

in the Matter of Stanford International Bank Limited.

_And.,
In the Matter of Stanford Trust Company Limited.
: -And-
In the Matter of the Intemational Business Corporations Act, 1982, CAP.222
- ' of the Laws of Antigua and Barbuda ’
-And- .
in the Matter of an Application for the Appointment of a Receiver-Manager of Stanford
International Bank Limited and Stanford Trust Company Limited

- \THE FINANCIAL SERVICES'REGULATORY CONMMISSION
; : ‘ Applicant/Claimant
-And-

STANFORD INTERNATIONAL BANK LIMITED
STANFORD TRUST COMPANY LIMITED

Respon_denfleefendants
ORDER -

BEFORE The Honourable Justice David Harris; (In Chambers)

DATED the 26" day of February, 2009 |

ENTERED the 26" day of February, 2009

UPON THE APPLICATION filed herein on the 26" day of February, 2009 4
AND UPON READING the Affidavits of Peter Nicholas Wastell and Paul A. Ashe

filed on the 26th day of February, 2009,

AND UPON HEARING Charlesworth O. D. Brown, Counse! for the Applicant/Claimant,
Jasmine Wade appearing with him. .

IT IS ORDERED THAT:

1. The Respondents/Defendants be and are hereby restrained by themselves, their
agents, servants or otherwise from:-
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a. vdxsposrng of or otherw:se deahng wrth any of therr assets
b. entenng into any agreement or arrangement to sell, transfer or ctherwise
: \drspose of any of their assets.
c. carrymg on of transactlng busmess of any krnd whatsoever under the
hcence granted by the Apphcant!Claxmant wrthout the consent
management and supervrsxon of the Apphcant!Ciarmant

2. The R_espendent_ste:_f;endants do account for a_il their assets now or previously in
their possession or under the contre! of any entity on their behalf.

3. The Respondents/Defendants do provide the Applicant/Claimant with:-

a. a comprehensive list of all transactions, agreements, arrengements and
undertakings and copies of documents evidencing the same.

b. - All accounts, documents and information te enable the Applicant/Claimant
to trace, if necessary, any or aH of the assets of the
Respondents/Defendants.

¢, A comprehensive list of all its creditors, customers, employers, employees
and other persans or entities to whom they have outstanding obligations
and the éxtent of their obligations in respect of any or all of their assels.

4. Messrs Peter Nicholas Wastell and Nigel Hamilten-Smith be and are hereby
appointed Joint Receivers-Managers of the Respondents/Defendants pursuant
to Section 220 of the International Business Corporations Act (the Act ) with such
powers as the Court may determine. '

5. The Joint Receivers—-Managers do {ake immediate steps 1o stabilize the

operatians cf the RespondentsIDefendants unless ordered to do otherwrse by
further order of the Court.

6. The Jaint Receivers—Managers do execute their duties in accordance with the
Act and otherwise only in accordance with this order and the directions of the
Court.

J
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7. The Joint Receivers—Managers do prepare and file in Court a Monthly Interim
Report and Financial Staten'is-nt in respect of the affairs of the '
Respondents/Defendants within 30 days of the date of this order and thereafter
at regular intervals on the fifth day of each ensuing month.

8. The Joint Receivers—Managers upon the completion of their duties do prepare
and ﬁle Final Accounts including a Financial Statement with recommendations as
to the further conduct of the affairs, if any, of the Respondents/Defendants.

9. The Joint Receivers-Managers do take into their custody and control il the
property, undertakings and other assets of the Respondents/Defendants

pursuant to Section 221 of the Act and comply with all the other parts of the |
Section. ‘

10. The Joint Receivers-Managers do open and maintain bank accounts within the
jurisdiction or in such jurisdictions as tﬁey consider appropriate in their names as
Joint Receiver-Managers of the Respondents/Defendants for the monies of ’_che :
corporations coming under their control. .

11. Subject to Section 220 of the Act, the Receivers;—hﬁanages do ';exercise, perform
and discharge their duties independently or jointly and in S0 doing they shali be

deemed to act as agents for the Respondents/Defendants without personal
liability. '

- 12. Without prejudice to the provisions of Section 373 of the Act, the Joint Receiver-

Managers be and are hereby autherized to disclose information cencerning the
management, operations, and financial situation of the Respondents/Defendants
as they consider appropriate in the performance of their functions PROVIDED
ALWAYS THAT N }
(1) no disclosure of customer speéiﬁc information is authorized without further or
other order of the Court; and '

23




_Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 24 of 110 PagelD 79

(2) no disclosure of information is permitted under this Qrder to any foreign
governmental ar regulatory body unless such disclosure is subject to mutual
discicsﬁre obligations: ' _

Far the purposes of this Order, customer specific information means information
of sufficient detail to enable a recipient of the information to identify the customer
in question, the customer's address or other!ocajt_icn, andfor the amount of such
custormner's credit balances or other investmenits in ihe-Res'pondenistefendants.

13.The remuneration of the Joint Receivers-Managers be fixed on a time- cost
basis at the rates agreed between the Applicant/Claimant and the Joint

Receivers~-Managers.

14.The Joint Recejvers-Mariagers be reimbursed for all reasonable and necessary
expenses as may be incurred by them during the course of the receivership from
the assets of the Respondents/Defendants.

16. The costs of this Application and all related proceedings be met from the assets

* of the Respondents/Defendants.

16. The Joint Receivers—-Managers.be directed from time to time on matters relating
to their duties as the Court may determine on the application of the
Applicant/Claimant or on the application of the Joint Receivers-Managers or on
the application of the Respondents/Defendants.

17.That the Applicant do serve the Defendants/Respondents with the Fixed Date
Claim Form, Affidavits thereto, the Notice of Application and this Order.

18.That the return date be fixed for the 9 day of March, 2009.

24
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18. That this Order remains in full force and effect until further order,

BY THE GOURT

AND TAKE NOTICE that if you the Directors and Ofﬁcers of the Respondenis
iDefendants fail to comply with the terms of this order, proceedings may be

commenced against you for contempt of court and you may be {iable to be
- imprisoned.
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THE EASTERN CARIBBEAN SUPREME COURT -
IN THE HIGH COURT OF JUSTICE
ANTIGUA AND BARBUDA

Claim No. ANUHCV2009/

In the Matter of Stanford !nternat:onal Bank Limited.
_ -And-
in the Matter of Stanford Trust Company Limited.
-And-
in the Matter of the Intemational Busihess Corporations Act, 1982, CAP. 222
of the Laws of Antigua and Barbuda .
-And- :
inthe Matter of an Application for the Appointment of a Receiver-Manager of Stanford
International Bank Limited and Stanford Trust Company Limited

BETVVEEN: . :
THE FINANCIAL SERVICES REGULATORY COMMISSION

Applicant!(:laimant
-And- ‘

STANFORD INTERNATIONAL BANK LIMITED
- STANFORD TRUST COMPANY LIMITED
Respondent/Defendants

i i I T 3
ORDER

B T S

CHARLESWORTH O. D. BROWN
Attorney-at-Law
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EXHIBIT C

[April 17,2609 Order Initiating Antiguan Insolvency Proceeding]
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IN THE HIGH COURT OF JUSTICE (
ANTIGUA AND BARBUDA

Claim No. ANUHCV 2009/ 0148

In the Matter of Stanford International Bank Limited (In Receivership)
-And-

in the Matter of the International Business Corporations Act, Cap 222 of the

Laws of Antigua and Barbuda
-And-

ORDER

BEFORE THE HONOURABLE JUSTICE DAVID HARRIS, IN OPEN COURT
DATED THE 15™ DAY OF APRIL, 2009
ENTERED THE /‘-7’7%1\\( OF APRIL, 2009

UPON THE Hearing of the Petition filed herein on the 25t day of March, 2009.

AND UPON READING the Petition and Affidavits of Paul A. Ashe and Nigel
Hamilton-Smith filed herein on the 25™ day of March 2009 in support of the
Petition;

AND UPON HEARING the evidence of Paul A. Ashe and Nigel Hamilton-Smith
| given in Court on the 15" day of April, 2009

_AND UPON HEARING Charlesworth O. D. Brown, Counsel for the Petitioner,
Jasmine Wade appearing with him; Conliffe Clarke, Counsel for Alexander M.
Fundora, and several other creditors and an interested persons, appearing with
Marcel E. Commodore and R. Dexter Wason; Leslie Anne Brisette, Counsel for
Victoria Rolston and other creditors and interested persons; and Sir Clare K.
Roberts QC, amicus curiae, Counsel for Ralph S. Janvey, US Receiver of the
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Stanford Internationa!l Bank Limited appointed by the United States District Court
for the Northern District of Texas, Dallas Divisipn United States of America.

! : THE PETITION herein

_ Having been filed by Paul A. Ashe, the Supervisor of International Banks
and Trusts of the Financial Services Regulatory Commission, the

) Appropriate Official, under section 300 of the International Business

Corporations Act, Cap. 222 of the Laws of Antigua and Barbuda (the Act);

i Having been heard on the 6", 71, 8™, g®, 14" and 15" days of April 2009
together with the Petition of Alexander M. Fundora, a creditor and an

- . interested person, filed on the 9th day of March 2009 under section 220 0f

the Act in Claim No; ANUHCV 2009/ 0126 (the Fundora Petition).

- THIS COURT having

i dismissed the Fundora Petition on the ground that Mr. Fundora has no
standing to present the Fundora Petition under section 220 of the Act;

y satisfied itself that the Stanford International Bank had acted in
contravention of the Act and that the Appropriate Official has standing and
, met the pre requisite conditions stipulated under section 300 of the Act;

considered the evidence adduced in support of and in opposition to the
- Petition;

5 _ noted the failure of the Stanford International Bank Limited to oppose the
-  Petition or otherwise avail itself of the opportunity to be heard during the
! proceedings by itself or through Counsel.

AND THIS COURT having determined that in the circumstances it is just and

3 convenient that the Stanford Intemnational Bank be liquidated and dissolved
g j under the supervision of this Court pursuant to the Act.
' J IT IS HEREBY ORDERED THAT:
} 1 Stanford International Bank Limited (the “Bank”) be liquidated and
dissolved under the supervision of this Honourable Court pursuant to the

provisions of the International Business Corporations Act, Cap. 222, as
| amended, of the Laws of Antigua and Barbuda (the Act).

2. Nigel Hamilton-Smith and Peter Wastell be and are hereby appointed
i liquidators (the “Liquidators”) of the Bank, with all of the powers and
f j duties of a liquidator as contained in the Act or any other legislation

-y : ’ 29
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7.1

related thereto and wnth further powers, dutles and responsmllrtxes as
conferred by this Order.

The Liquidators shall forthwith give notice of the Ilqurdatlon and the
appointment of the Liquidators to each known claimant:and credrtor of
the Bank and all other interested persons by pubhshlng a notice in the
Official Gazette and in a newspaper with national circulation in' Antugua
and Barbuda and otherwise give notice in every jurisdiction where the
Bank had a place of busmess

The quurdators shall take possession of, gather in and realise all the
present and future assets and property of the Bank, mcludmg without
limitation, ‘any real and personal property, cash, choses in action,.

- negotiable instruments, security granted or assngned to the Bank by third

parties including property held in trust or for the benefit of the Bank, and
rights, tangible or intangible, wheresoever situate and to take, such steps
as are necessary or appropriate to verify the existence and location of all
the assets of the Bank, or any assets formerly held whether directly or
indirectly or to the order of or for the benefit of the Bank or any present or

- former subsidiary or company associated with the Bank, including the

terms of all agreements or other arrangements relating thereto, whether
written or oral, the existence or assertion of any lien, charge,
encumbrance or security interest thereon, and any other matters which in
the opinion of the Liquidators may affect the extent, value, existence,
preservation, and liquidation of the assets and property of the Bank.

Al assets, tangibie and intangible and wheresoever situate, shall vest in
the Liquidators, who shall coilect and gather in all such assets for the
general benefit of the Bank's creditors and as may be directed by this
Court.

The Liquidators shall open and maintain in their official name as
Liquidators a bank account in this jurisdiction or in such other jLII‘lSdICtIOn
as they consider appropriate (collectively referred to as the “Account’), in
order to deposit therein the funds so gathered and realised.

The funds in the Account and any other of the Bank's assets and
property are to be held for the benefit of the depositors, creditors and
investors of the Bank as their interests appear in accordance with the
laws of Antigua and Barbuda, subject to the payment of the fees,
expenses and costs of the receivership and liquidation which shall be
paid in the following order in pnonty to claims of deposrtors, creditors and
investors: _

" The fees and expenses of the Receiver-Managers and of the Liquidators,

including fees and expenses of legal counsel, and agents, accountants,
investigators or other experts engaged by the Receiver-Managers and
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7.2

7.3
74

10.

151

the-Liquidators to assist them in the conduct of their duties and
responsibilities;

The costs of the receivership and the liquidation, including but not limited

to any costs of retaining the Bank's staff and officers to assist in

liquidation including without limitation benefits and expenses, rent, power
telephone, charges associated with computer systems, bank charges
and interest and any other costs that in the opinion of the Liquidators are
required to fabilitiate the liquidation process;

Severance payments to former employees of the Bank;

The balance to be paid on account of the claims of creditors and
depositors of the Bank as at the date of this Order and in accordance
with their priority under the Act and other laws of Antigua and Barbuda,
or as may be ordered by this Honourable Court with the remaining
balance, if any, to be distributed to the shareholders of the Bank in
accordance with their entitlement.

The Liquidators shall have a first priority security inierest in the assets
and property of the Bank in priority to all other persons as security for the
Liquidators' fees, expenses and costs.

The Liquidators shall be at liberty, and without the necessity of any
further order, to summon before the High Court for examination under
oath any person reasonably thougnt to have knowledge of the affairs of
the Bank or any person who is or has been a director, officer, employee,
agent, shareholder, accountant of the Bank, or such other person
believed to be knowledgeable of the affairs of the Bank and to order such
person(s) liable to be examined to produce any books, documents,
correspondence or papers in his or her possession or power relating to
all or in part to the Bank, its dealings; property and assets and the
Liquidators are authorised to issue writs of subpoena ad testificandum
and duces tecum for the compulsory attendance of any of the persons
aforesaid required for such examination.

The Bank and any person holding or reasonably believed to have in their
possession or power any assets or property of the Bank including without
limitation, computer records, programs, disks, documents, books of
account, corporate records, minutes, opinions rendered to the Bank,
documents of title, electronic or otherwise (collectively called “Papers”)
relating in whole or in part to the Bank or such persons, dealings, or
property showing that he or she is indebted to the Bank may be required

. by the Liquidators to produce or deliver over such property forthwith to

the Liquidators notwithstanding any claim or lien that such person may
have or claim on such assets and property and the Liquidators shall have
full and complete possession and control of such assets and property of

)
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11.

1.1

112

113

the Bank rncludrng its premrses In the event ofa bona t' de dlspute asto
ownership and legal entitlement to such property and Papers the
qumdators shall take away copies of such Papers

Further, and wrthout lrmltlng the generahty of paragraphs 9 and 10
hereof

The (i) Bank; (u) all of its current and former directors, oﬁ' cers

managers, employees, agents; accountants, holders of | powers of
attorney, legal counsel and shareholders, and all other. persons acting on
its instructions or behalf, and (m) all other individuals, firms, ‘corporations,
governmental bodies or agencies, or other entities having notice of this
Order (all of the foregomg, collectively, berng “Persons and each being a
“Person’) shall forthwith advise the Liquidators of the existence of any
Property in such Person s possession, power, control, or knowledge and
shall grant |mmed|ate and continued access to the Property to the
Liquidators, and shall deliver all such Property to the Liquidators upon
the Liquidators’ request, subject only to any prlvﬂege attaching to
solicitor-client communications or statutory provrslons prohibiting such
disclosure;

All Persons shall forthwith advise the Liquidators of the existence of and
grant access to and deliver to the Liquidators or to such Agent or Agents
they may appoint, any books, documents, securities, contracts, orders,
corporate and accounting records, and any other papers, records and
information of any kind related to the buslness or affairs of the Bank, and
any computer programs, computer tapes, computer disks, or other data
storage media containing any such information (the foregomg.
collectively, the “Records”) in that Person's possession or control, and
shall provide to the Liquidators or permit the Liquidators to make, retain
and take away copies thereof and grant to the Liquidators unfettered
access to and use of accounting, computer, software and physical
facilities relating thereto, subject only to any prlvﬂege attaching to
solicitor-client communications or statutory provisions prohibiting such
disclosure;

if any Records are stored or otherwuse contamed on a computer or other
electronic system of information storage, whether by independent service
provnder or otherwise, all Persons in possessnon or control of such
Records shall forthwith give unfettered access to the Liquidators for the
purpose of allowmg the Luqurdators to recover and fully copy all of the
information contained therein whether by way of printing the information
onto paper or makmg copies of computer ¢ disks or such other manner of
retrieving and copying the information as the Liquidators in their
discretion deem expedlent and shall not alter, erase or destroy any
Records without the prior written consent of the Liquidators. Further, for
the purposes of this paragraph, all Persons shall provnde the Liquidators
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11.4

12.

13.

14.
15.

18.

17.

153

with all such assistance in gaining immediate access to the information in
the Records as the Liquidators may in their discretion require including
providing the Liquidators with instructions on the use of any computer or
other system and providing the Liquidators with any and all access
codes, account names and account numbers that may be required to
gain access to the information; and

The Persons are hereby restrained and enjoined from disturbing or
interfering with the Liquidators and with the exercise of the powers and
authority of the Liquidators conferred hereunder.

The Liquidators are authorised in their own names or on behalf of the
Bank as Liquidators 1o join in and execute, assign, issue and endorse
such transfers conveyances, contracts, leases, deeds, bill of sale,
cheques bills of lading or exchange or other documents of whatever
nature in respect of any assets and property of the Bank as may be
required to carry out their duties including the realisation and liquidation
of the assets of the Bank or for any purpose pursuant to this Order or
under the law,

The remuneration of the Liquidators and their expenses and costs, may
be drawn on account of the total on a monthly basis from the assets from
the Bank including cash and deposits on hand, on the basis of the time
expended by the Liquidators and their staff at rates to be approved by
this Court, provided always that the statement of the Liquidators’ fees
expenses and costs for a particular month must be presented to the
Court within 7 days of the following month.

The quundators may engage agents, appraisers, auctioneers, brokers, or
any other experts as may be requwed to assist them with the liquidation
process and determining claims in the liquidation.

The Liquidators may retain indepehdent legal advice and engage Iégal
counsel both inside and outside Antigua and Barbuda to assist them for
purposes of fulfilling their duties hereunder.

No person shall discontinue, fail to honour, alter, interfere with, repudiate,
terminate or cease to perform any right, renewal right, contract,
agreement, licence or permit in favour of or held by the Bank, without
written consent of the Liquidators or leave of this Honourable Court:

All persons having oral or written agreements with the Bank or statutory
or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and cother data
services, centralized banking services, payroll services; insurance,
transportation and freight services, utility or other services to the Bank
are hereby restrained until further Order of this Honourable Court from
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18.

18.

20.

21.
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d xscontmumg, altenng, mterfenng-wnth or termmat:ng the supply of such
goods or services as may be required by the quwdators and that the
L|qu1dators shall be entitled to the continued use of the Bank's current
telephone numbers, facsimile numbers, internet addresses -and domain
names, provided in each case that the normal prices or charges for all
such goods or services received after the date of this Order are paid by
the Liquidators in accordance with normal payment practices of the Bank
or such other practices as may be agreed upon by the supplier.or service
provider and the Liquidators, or as may be ordered by this Honourable
Court,

The Liquidators shall have the authority as officers of this Honourable
Court to act in Antigua and Barbuda or any foreign jurisdiction where
they believe assets, property or Papers of the' Bank may be situate or
traced at equity or otherwise, and shall have the nght to bring any
proceeding or action in Antigua and Barbuda and/or in a foreign
jurisdiction for the purpose of fulfilling their duties and obligations under
this Order and to seek the assistance of any Court of a foreign
jurisdiction in the carrying out of the prov:smns of this Order, including
without limitation, an order of examination of persons believed to be
knowledgeable of the affairs, assets, property and Papers of the Bank
and to assist the Liquidators'in the recovery of the assets and property of
the Bank.

‘The Liguidators shall have the authority to initiate, prosecute and
continue the prosecution of any and all proceedings, and to defend all
proceedings for the benefit of the Bank's creditors now pending or
hereinafter initiated with respect to the Bank and, upon receiving the
approval of this Court, to settle or compromise any such proceeding.

The Liquidators are hereby constituted as foreign representatives for the
purposes of any proceeding with respect to the Bank that may be
commenced or taken under any applicable law outside of Antigua and
Barbuda, including but not limited to bankruptey, frust, insolvency,
company or other applicable law.

The Liquidators shall be at liberty and are hereby authorized and
empowered to apply, upon such notice as they may consider necessary
or desirable, to any other Court or administrative bodies in any other
jurisdictions, whether in Antigua and Barbuda or elsewhere, without
limitation, for orders recognizing the appointment of the Liquidators by
this Honourable Court and confirming the powers of the Liquidators in
such other jurisdictions, and requesting the further aid, assistance or
recognition of any court, tribunal, governmental and administrative body,
or other judicial authority, howsoever styled or constituted, to assist in the
carrying out of the terms of this Order and the duties and responsibilities
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21.2

155

of the Liquidators hereunder, including but not limited to, and on the
basis of: ‘ ' :

all applicable foreign corporate, insolvency, or other statutory provisions
or customary practices that permit the recognition of foreign
representatives of an insolvent estate; and/or

the doctrines curial deference and comity, including but not limited to:

21.2.1 recognizing the Liquidators as having the equivalent powers of a
~ liquidator or of an insolvency office holder within any: foreign

-jurisdictions and to investigate the affairs of the Bank, take
evidence thereof and identify, trace, arrest, seize, freeze, detain,
secure, recover, receive, control, preserve and protect the Bank's
assets, property and Papers and administer such property,
assets and Papers, howsoever characterized, pursuant to this
Order; .

21.2.2 granting extraordinary relief to the Liquidators to identify, trace,
arrest, seize, freeze, detain, secure, recover, receive, control,
preserve and protect the Bank's assets, property, and Papers
and compel disclosure of information and documents to the
fullest extent otherwise permitted, in aid of the Liquidators
authority hereunder to discover assets, property and Papers
under the dominion or control of the Bank, to trace the movement
and conversion, past and present, of the Bank's property, assets
or Papers and to fully leam of the activities of the Bank with
regard thereto;

21.2.3 compelling disclosure of the identities of all known or unknown
wrongdoers, facilitators and all other persons or entities who
have acted; knowingly or unknowingly, in concert with the Bank
in any fashion whatsoever,

21.2.4 restraining any persdn who may become aware of this Order or
of any other proceedings in connection therewith from disclosing
same, or any information whatsoever in this regard; and

21.2.5 compelling for examination under oath, by the Liquidators or
other authorized person, any person reasonably thought to have
knowledge of the affairs of the Bank, or any person who is or has
been an agent, banker, clerk, employee, contractor, servant,
officer, director, nominee, trustee, fiduciary, auditor, accountant,
shareholder, lawyer, attorney, solicitor, advocate or advisor to the
Bank, regarding the Bank, their dealings or the Bank's assets,
property or papers; in ordering any person liable to be so
examined to produce any books, documents, correspondence,
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22,

23.

24.

25.

26.

27.
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reports or papers in his possessioh or power refating in all or in
part to the Bank, or in respect of his dealings with either the Bank
or wrth the Bank‘s assets property or Papers BT

This Honourable Court requests the aid, ass:stance and recogmtnon of
any foretgn Court, trrbunal governmental body or other rudrcral authority,
and assets of the Bank may be found (or traced) to assist in carrying out
the terms of this Order and the duties and responsibilities of the
quurdators hereunder and to act in aid of and to be complementary to
this Court in carryrng out the terms of thls Order. -

The Liquidators shall provrde a report to thls Honourable Court within
ninety (90) days of the date of this Order with respect to the liquidation

~ and their preliminary determination of the assets to be realised, the likely -

recoveries and the extent to which the claims of creditors, depositors,
and investors in the Bank may be met. The Liquidators shall further
report to the Court as they or the Court determine is appropriate, but
shall in any event report no less frequently than three (3) months from
the date of their last report.

The Liquidators, their officers, employees, legal counsel, agents and

such other persons retained by them in the performance of their duties
hereunder shall be granted indemnity from the assets of the Bank for all
fees, expenses and actions taken, including indemnity for any litigation or
other claims, actions or demands whatsoever in respect of any debts,

costs, claims, liabilities, acts, matters, or things done or due to be done

or omitted by the Liquidators, their officers, employees, legal counsel,
agents and such other persons retained by them except where thereisa -
finding by the Court of negligence or wilful neglect in the performance of
their and/or their respective duties.

All actions, proceedings and any claims whatsoever and wheresoever
rnrtrated against the Bank, its assets and property, are hereby stayed and
no person, which shall include a body corporate, shall bring or continue
with a claim or proceeding in Antigua and Barbuda or elsewhere as
against the Liquidators or the Bank without leave of this Honourable
Court.

The Liquidators in the carrying out of their duties and responsibilities may
apply for directions and guidance from this Honourabie Court from time

" to time including any application as may be required for the amendment

of this Order.

The Liquidators, in their names or in the name of the Bank, shall be at
liberty to apply for any permits, licences, approvals or permissions as
may be required by or deemed necessary pursuant to any laws,
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governmental or regulatory authority, in the pursuit and performance of
their duties hereunder.

The Liquidators are not required to post secunty in respect of their
appointment.

The Liquidators shall exercise, perform or discharge their duties
independently or jointly and in doing so shall be deemed to act as agents
for the Bank and they act solely in their capacity as Liquidators and
without personal liability if they rely in good faith upon the financial
statements of the Bank or upon an opinion, report or statement of any
professional adviser retained by them.

The Petitioner is hereby awarded costs to be paid out of the liquidation
estate of the Bank.

This Order shall take effect from the date hereof.

BY THE COURT
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| THE 'EASTERN CARIBBEAN SUPREME COURT '
IN THE HIGH COURT OF JUSTlCE :
ANTIGUA AND BARBUDA

Claim No. ANUHCV 2008/ 0149
In the Matter of Stanford Internatlonal Bank leited (In. Recelvershlp)
-And-
In the Matter of the International Business Corporations Act, Cap 222 of the Laws
of Antigua and Barbuda
-And-

In the Matter of an Application for the Liquidation and Dissolution of Stanford
International Bank Limited and the Appointment of Liquidators

N e

ORDER

+++-l!+++++++++++++++++++++++++++++-l--l-

CHARLESWORTH O.D. BROWN
Attorney-at-Law
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COPYNO. ___

STANFORD INTERNATIONAL BANK LTD.

DISCLOSURE STATEMENT

THE U.S. ACCREDITED INVESTOR CERTIFICATE OF DErPosIiT PROGRAM

PARTICIPATION IN THE U.S. ACCREDITED INVESTOR CERTIFICATE OF DEPOSIT PROGRAM (THE “U.S. ACCREDITED INVESTOR CD™) OFFERED BY STANFORD
INTERNATIONAL BANK LID. (*WE", “US" “OUR", OR “SIBLY) INVOLVES SUBSTANTIAL RISK TO POTENTIAL DEPOSITORS (“YOU”, “YOUR®, OR THE

“DEPOSITORS™. YOU SHOULD CAREFULLY CONSIDER THE INFORMATION SET FORTH UNDER “RISK AND OTHER FACTORS AFFECTING SIBL AND THE U.S.
ACCREDITED INVESTOR CD PROGRAM” ON PAGES 4 AND 5.

WE HAVE NOT REGISTERED THE CD DEPOSITS PROVIDED TN CONNECTION WITH THE U.S. ACCREDITED INVESTOR CD (THE “CD DEPOSITS™ OR OUR
RELATED CERTIFICATES OF OWNERSHIP (THE “CD CERTIFICATES") UNDER THE U.S. FEDERAL SECURITIES ACT OF 1933, AS AMENDED, OR SECURITIES LAWS
MERED TO THE GENERAL PUBLIC BUT ARE

@b" ON PAGE 6 FOR A DEFINITION OF
QA=GULATORY AGENCY HAS APPROVED,

OFFENSE.

SIBLS PRODUCTS ARE NOT SUBJECT TOj S OF ANY ]URlSDlCHON NOR ARE THEY COVERED BY THE INVESTOR PROTECTION

OR SECURITIES INSURANCE LAWS OF NaSey ON SUCH AS THE U.S. SECURITIES INVESTOR PROTECTION INSURANCE CORPORATION OR THE
BONDING ﬁEQUIREMENTS THEREUNDENGgS , THE CD DEPOSITS AND THE CD CERTIFICATES ARE NOT INSURED BY THE FEDERAL DEPOSIT INSUR-
ANCE CORPORATION OR ANY OTHER AGENCY OF THE UNITED STATES GOVERNMENT OR ANY STATE JURISDICTION, OR BY ANY SIMILAR INSURANCE PRO-
GRAM OF THE GOVERNMENT OF ANTIGUA AND BARBUDA.

Original Disclosure Statement is dated October 15, 1998.
" Amended November 30, 1999,
Amended July 31, 2000.
Amended May 15, 2001.
Amended September 30, 2004,
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SECURITIES INVESTMENT STATEMENT

FOR RESIDENTS OF ALL STATES

THE CD DEPOSITS ARE ORDINARY DEPOSIT OBLIGATIONS OF SIBL. WE BELIEVE THAT THE.CD DEPOSITS AND
THE CD CERTIFICATES ARE NOT SECURITIES AS SUCH TERM 1S DEFINED UNDER U.S. FEDERAL AND STATE
SECURITIES LAWS. NEVERTHELESS, BECAUSE OF THE POSSIBILITY THAT THE CD DEPOSITS OR CD
CERTIFICATES COULD BE DEEMED TO BE “SECURITIES” BY U.S. REGULATORY OR JUDICIAL AUTHORITY, WE
HAVE ADOPTED THE SAME REGULATIONS AND RESTRICTIONS ON THE SOLICITATION, OFFER, SALE AND
RESALE OF THE CD DEPOSITS AND CD CERTIFICATES THAT APPLY TO UNREGISTERED SECURITIES EXEMPT
FROM REGISTRATION IN THE U.S. THERFFORE, WE HAVE PREPARED THIS DISCLOSURE STATEMENT TO ALERT
YOU OF POTENTIAL RISKS UNDER THE CD DEPOSITS AND CD CERTIFICATES.

BY SIGNING THE SUBSCRIFTION AGREEMENT, YOU ARE ACKNOWLEDGING RECEIPT, AS WELL AS CAREFUL
REVIEW AND UNDERSTANDING, OF THIS DISCLOSURE STATEMENT, THE SUBSCRIPTION AGREEMENT, THE
INVESTOR QUESTIONNAIRE; ANY ADDITIONAL ACCOUNT DOCUMENTS THAT MAY BE REQUIRED AND
THEIR RESPECTIVE TERMS AND CONDITIONS.

REGULATORY AUTHORITY. FURTHERMORE,
ACCURACY OR DETERMINED THE AQ

p ECURITIES 'LAWS, PURSUANT TO REGISTRATION QR EXEMPTION THEREFROM.
INVESTORS SHOULD BE AWARE THAT THEY WILL BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS
INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.

THIS OFFERING 1S BEING MADE IN THE UNITED STATES SOLELY TO “ACCREDITED INVESTORS” AS DEFINED
ON PAGE 6.
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GENERAL OVERVIEW

This Disclosure Statement was prepared and is being furnished by Stanford Tnternational Bank Ltd. (“we”, *uss”, “our”,
or “SIBL), a bank charered in Antigua and Barbuda under the International Business Corporations Act, No. 28, of
1982, solely for use by certain prospective depositors who reside in the Unired States and are “Accredited Investors” as
defined herein (*you”, “your”, or the “Depositors™ to participate in our U.S. Accredired Investor Cerdficate of Deposit
Program (the “U.S. Accredited Investor CD”). You may purchzse three types of time deposits offered by SIBL (“CD
Deposits”), each in the inital minimum amount of US$50,000. See section entitled “Description of the U.S. Accredited
Investor CD Program” for information regarding the CD Deposits, which includes the FixedCD", the FlexCD™, and the
Index-Linked CD™. We establish a separate account (the “CD Account”) in your name for maintenance of each of your
subscriptdons for a CD Deposlt Renewals of the same type of CD will remain in the same account.

Each CD Deposit will be an account for a marurity you sélect fom a range of maturities we may offer at the time you
open the CD Deposit.

For the Fixed CD™" and the Flex CD™, during the life of the CD Deposit, you will receive interest on the principal balance
in the CD Deposir at the rate, for the maturity selected, as published at the time the CD Deposit is established. We will
periodically establish the published ratés. At maturity of the CD Deposit, we will provide you the principal amount in the
CD Deposit plus any accrued and unpaid interest."Note the five day notice period required to receive payment (page 6)
through your SIBL account. Interest on the CD Deposu,, if eamed, may be paid monthly or accrue as you and we agree
at the time the CD Deposxt is established.

For the Index-Linked CD, at manity, we will pay you, by credit to you: S|
(1) the stated interest rate artached at inception, or (2) i interest o
you choose at inception,

plus the greater of
nges in the Index

As described in the section entided "Des -

you may incur substantial penalg; d! the your principal amount, upon eatly withdrawal
of funds from the CD Depd ’

We intend to file 1 yfifering in ¥y jurisdiction where necessary. To date, notice filing requirements have been
met for the states of Alaba W&:nsas, Arizona, California, Colorado, Florida, Georgia, Hawati, lllinois, Louisiana, Maine,

Maryland, Massachc 9@ Michigan, Mississippi, Montana, New Jersey, New Mexico, New York, North Carolina, Ohio,
Oklzhoma, Oregon, South Carolina, South Dakotz, Tennessee, Texas, Utah, Washington, and ‘Wyoming.
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RISK AND OTHER FACTORS AFFECTING i
STANFORD INTERNATIONAL BANK AND THE ‘
U.$. ACCREDITED INVESTOR CD PROGRAM -

Before purchasing the CD Deposits you should carefully consider the information in this Disclosure Statement, mcludmg the
following i mponznt factors, among others. .

DrenaTiNG HISTORY

SIBL was organized in 1985 and commenced operations in Antigua it December 1990. There can be no assurance that
revenue growth or profitability can be achieved on a quarterly or annual basis. Operating results could beé adversely
affected by many factots including, but not limited to, increased competmon in the market for the private sale of
fixed-income securities offered by overseas issuers, management’s investment decisions with regard to the U.S. Accredited
investor CD or any products we offer, the ability of SIBL, 2s a private banking instimtion, to continue operations in
Antigua and Barbuda, and the political climate for private banking concerns in Antigua and Barbuda. See “Management’s
Discussion ziid Analysrs of Financial Condition and Resulrs of Operations” for a discussion of operating history. No
Jperson or entity other than SIBL is liable for payment of the CD Deposits. ;

RELIANCE OB MANAGEMENT ]

‘The viability of the U.S. Accredited Investor CD and the ability of SIBL to repay principal and interest on the CD Deposits
is dependent on our ability to successfully operate by continuing to make consistently profitablgsinvestment decisions. ‘
There can be no assurance that our decisions will continue 1o yield profirable results fo o¥euse the invesuments TA

.

made in the U.S. Accredited Investor CD or any other products we offer to pro! fund the payment
obligations of the CD Deposirs. ¢

ReEouLATORY ISSURS

Interational banking in Antigna and B past zfiem’de. This rapid growth required the T
2 P

its ability to regulate the financial services sector

intemational ba
Commission and the Government of Antigua and Barbuda. Our offices are located solely in
Antigua and Barbug * '. »we are not generally subject-to securities or banking regulation by any governmental
authority cutside of 3W®ua and Barbuda. By making this offering to Accredited Investors in the United States, SIBL and
its officers are sub)ect to certain laws of the United States, including the and-fraud provisions of the U.S. federal securities
laws and similar state laws. The Government of Antigua and Barbuda could adopt laws imposing additional regulatory
burdens that could adversely affect our ability to successfully operate or the viability or success of the U.S. Accredited
Investor CD or any: other products we offer New regulations could also affect the type, manner, and namure of any offering

of the U.S. Accredited Investor CD.

JurispicTioNAL IssURS

1n additon to potential regu]atofy issues, certain jurisdictional issues exist with Tespect to your ability o exercise your
rights against us. We will make payments under each CD Deposit Solely by crediting the principal and accrued interest
zmount(s) to the account opened in your name at SIBL for the purpose of that CD Deposit. Therealter, amounts deposited (-

in the account will be mansferred as you instructed us in writing, Further, under the Subscription Agreement you sign for
each CD Deposit, you will agree that your and our rights and obligarions with respect to the CD Deposits will be governed -
by the laws of Antigua and Barbuda and: thar the courts of Antigua and Barbuda will have exclusive jurisdiction over any
clispute relating to the CD Deposit. i
. oot

4ntigua and Barbuda does not have (and historically has not had) any form of exchange controls restricting our
international business, including acceptance of deposits denominated in U.S. Dollars. Nevertheless, there is no absolute iy
certainty that some future enactment of exchange controls or of other resmicrive laws in Antigua and Barbuda would not Do
.binder our operations or the performance of our obligations with respect to the CD Depos'xrs or any other products we -5

cffer
=
a. T
st
Jo=s:
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" The CD Deposits

No U.S, FapEraL OR OTHER GOVERNMENTAL GUARANTEE oF PRINCIPAL OR INTEREST

SIBL'S PRODUCTS ARE NOT SUBJECT TO THE REPORTING REQUIREMENTS OF ANY JURISDICTION, NOR ARE
THEY COVERED BY THE INVESTOR PROTECTION OR SECURITIES INSURANCE LAWS OF ANY JURISDICTION
SUCH AS THE U.S. SECURITIES INVESTOR PROTECTION INSURANCE CORPORATION OR THE BONDING
REQUIRFMENTS THEREUNDER. THEREFORE, THE CD DEPOSITS AND THE CD .CERTIFICATES ARE NOT
INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION OR ANY OTHER AGENCY OF THE UNITED
STATES GOVERNMENT OR ANY STATE JURISDICTION, OR BY ANY SIMILAR INSURANCE PROGRAM OF THE
GOVERNMENT OF ANTIGUA AND BARBUDA.

Dur DiLigunce BY DEposiTOon

We have prepared this Disclosure Statement to provide you selected information about the U.S. Accredited Investor CD,
Because this Disclosure Statemnent cannot be all-inclusive, we recommend you conduct further “due diligence,” including
examination of supplemental dam and information available through us before making definitive commiments, We will
make available to you for inspection, during normal business hows, our relevant business, financial and other informarion
and data which you may reasonably request 1o make informed judgments with respect to investing in the U.S. Accredited
Investor CD, including, but not limited to, our most fecently published Annual Report. We will also make available to you
an oppormmity to ask questions and receive answers, and to obtain such additional information as yon may request
concerning the U.S. Accredited Investor CD and our financial condition and affairs. Neither SIBL nor any of our respective
officers, directors, control persons, employees, affiliates, consultants or agents makes any representation or warranty,
express or implied, as to the completeness of this Disclosure Statement, and no legal liability is assuaed or is to be implied
agalnst any of them based on aty such mprescntauon or warranty. The only informatiog d e any legal effect will

ment and Investor

Questionnaire (the “Offering Documents™).

REGISTRATION
We believe that the U.S. Accreducd Iz ®ined under U.S. securities laws, but that it is
an ordinary deposu obligatiy ;o Howing disclosures as a precautionary measure

(the “Securides i urities Iaws of any state within the Usnited States ("U.S.") or any other jurisdiction
(collectively, “Securg ¥ Depositors should be aware thar this Disclosure Statement was prepared in connection
with the offering of Deposits and does not contain all of the information that might be required in a prospectus

or offering circular intended to be distributed to persons other than “Accredited Investors,” as defined on page 6.

RESYRICTIONS oN TrAaNsSPFER on RasaLy or Tux CD DirosiTs

You are restricted from mansferring or reselling your CD Deposns putsuant to the Securities Laws and the terms of the
U.S. Accredited Investor CD. .

IuvisTmENY Risy

You may lose yotir entire investment (principal and interest) under circumstances where we may be financially unable to
repay those amounts.

INVESTHMENT STRATEGY AND OTHER Fixep Incomu INSTRUMENTS

Rerums on the U.S. Accredited Investor CD ate contingent upor retumns on our investunent portolios. We utilize varying
invesument strategies depending upon the climate in the investment markets. The retums on the U.S. Accredited Investor
CD may also be affected by the results of other fixed income instruments we offer, 2nd in the case of the Index-Linked CD,
the Marlet Index you choose. If other fixed income inszumnents negatively affect our financial condition, then the same
could negatively impact retum on principal and interest on the U.S. Accredited Investor CD.

RersrraL Fres

Referral Fees may be paid w persons who introduce Depositors to us. See “Description of the U.S. Accredited Investor
CD Prograrn, Referral Fees™ for a more detailed discussion of these fees.
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D:scnlrnou .OF THE
U.S. ACCREDITED lnv:sron CcD PnoenAm

AVAILABILITY AND AMOUNT

The U.S. Accredited Investor CD i available only to a Deposxtor who quahﬂs as an “Accredited Investor” as defined in
Rule 501(2) of Regulation D under the Securites Act, and who deposits with SIBL the required miinimum balance of
US350,000 (the “Minimum Balance™): We reserve the unilateral right to suspend or discontinue the U.S. Accredited
{nvestor CD and/or to refuse a subscription for a CD Deposit at any time. In those cases we will promptly rerum any
amounts received in connection with a refused subscription. We offer three types of CD Deposits, as follows:

PFixsnCD*'*™

Each CD Deposit will be maintained for an agreed term of 3, 6, 12, 24, 36, 48 or 60 months. The termi of the
CD Deposit will commence on the first business day in St. John's, Antiga and Barbuda (the “Commencement
Date"), following the business day on which we receive from you available funds, in an amount equal to or over the
Minimum Balance, for purchase of the CD Deposir, as well as a fully executed and completed Subscription
Agreement and Investor Questionnaire. Each CD Deposit will mature depending on the maturity you select and,
unless we receive written notice to the contrary at least five (5) business days prior to maturity, each CD will be
rolled over upon marurity (with accrued interest added to principal) for a similar term at the then prevailing interest
tate we offer. If we have received proper norice, at marurity we will pay you by credit to your account at SIBL any
principal and accrued and unpaid interest owed on the CD Deposit, and will then gansfqfkhe funds as you may
insmuct us in writing. Funds will become available on the business ity Interest will be
compounded daily and may be mrhdrawn ona monthly basis or capigli ies. No additonal
deposits may be made.

FrexCD* >

Each CD Deposit-will be mainta or gn P12,24, 36, 48 or 60 months. The term of the CD
John's, Antigua and Barbuda (the “Commencement Date™,
willh ceive from you available funds, in an amount equal to or over the
rchase ofthe CD Deposit, as well as a fully executed and completed Subscriprion
Agreement an r $estionnaire. Each CD Deposit will marure depending on the maturity you select and,

N ten notice to the contrary at least five (5) business days prior to maturity, éach CD will be
rolled over upon maturity (with accrued interest added to principal) for a sithilar term at the then prevailing interest
rate we offer. If we have received proper notice, at maturity we will pay you by credit to your account at SIBL any
principal and accrued and unpaid interest owed on the CD Deposir, and will then transfer the’ funds as you may
instruct us in writing. Funds will become available on the business day-following marturity. Minimum additonal
deposits may be made in increments of US$2,500, and at the same interest rates as the inidal deposit. Interest will
be compounded daily and may be withdrawn at any time. Withdrawals of up to 25% of the principal deposited are
allowed without penalies, provided that we have been properly notified at least five (5) working days in advance.
There is a limit of four (4) withdrawals per year Any withdrawals over and above 25% of the principal deposited is
subject 1o early withdrawal penalties, as described below.

Inpex-Linxken CD*"

Each CD Deposit will be maintatned for an agreed term of 36, 48, or 60 months. The term of the CD Deposit will
commence on the last calendar day of the month in St. Johu's, Antigua and Barbuda (the “Commencement Date™),
following the business day on which we receive from you available funds in 2n amount equal to or over the Minimurmn
Balance, for purchase of the CD Deposit, as well as a fully executed and completed Subscription Agreement and
Investor Questionnaire. The Initial Index Value will be determined by using the last market day’s index values as
published on Bloomberg LB Each CD Deposit will mature depending on the maturity you select and will not renew
automatically. A maturity, we will pay you by credit to your SIBL account the principal plus the greater of (1) the
stated interest rate attached at inception, or (2) interest computed at maturity and based on changes in the Index you
choose at inception. We will then transfer the funds as you may instruct us in writing, Funds will become available
on the business day following mauurity. You #will not receive dividends at any time, and will receive interest only at
maturity. The principal and minimum rate of requrn are guaranteed only if held to maruricy,
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RaTte Oor RETURN

FixepCD** anp FLxCD*"

Interest on the principal balance in the CD Deposit may be paid monthly or accrued at the rate we publish for the

maturity selected at the time the CD Deposit is established. We will periodically publish applicable rates, which you

may obrain by contacting us. For all legal purposes, payment of accrued and unpaid interest will take place when
we credit your account at SIBL. A calendar year of 365 days will be used for purposes of calculating interest subject
to our ordinary practices and wire ransfer charges as then in effect.

Inoax-Linxxo CD*~

Interest on the Principal balance will be ¢alenlatéd and paid at marurity, and will be the greatér of 2 Guaranteed Rate
of Return or an Index-Linked Retumn, calculated as follows:

GuaraNTEED RATE OoF RETURN

We will use the current 30-day rate for a fixed CD at the time of the initial investment, A calendar yeat of 365

days will ‘be used for purposes of calculating interest subject to our ordinary practices used for
daily compounding.

INnDgX-LiNKkED RETURN

We will calculate the Rate of Return (R) based on the Average Percentage Increase in Ve .(APIV) of the Index
of choice multiplied by the Index Paricipation Rate (IPR), as shown in the & g
R = APIV * IPR ;

In that formula, Average Percentage Increase in Valu ¢
APIV = (Average month-end Index Value —

In other words, the Index opened (the last business day of the month) is
established as the Sl é record the Index Value as of the last business day

total by the total number of months in the term to detexmine the Average Index Value. We then compute the
average percentage increase in the Index, if any, by taking this Index Value, subtacting from it the Initial Index
Value, and then dividing by the Initial Index Value.

IinpEx OPTIONS

S&P 500 Inpax

Standard & Poor’s Corporation (S&P) 500 Stock Index. A capiralization-weighted index of 500 stocl.G,
designed to measure the performance of the broad U.S. domestic economy.

nnsnne 100 Inoxx

National Association of Securities Dealers Automated Quo[es Systern (NASDAQ) -100 Index. A capitalization-
weighted index of the 100 largest U.S. and internarional non-financial companies listed on the NASDAQ
Composite Stock Market Index.

- DJ EURO STOXX 50 IndDEX

Dow Jones (D) Europe STOXX 50 Index. A capitalizaton-weighted index of 50 European blue-chip stocks.

InpEx ParTIicIrATION RaTs

Participation Rate is contracted ar inception for the selected Index. For example, if you choose the S&P 500, the
contracted rate may be 125%; if you choose the NASDAQ-100, the contracted rate may be 85%; and if you choose
the D] EURO STOXX 50, the contacted rate.may be 100%. When you purchase each CD Deposit, the Index

Panicipation Rate for that purchase is contractually agreed upon, and no set rates are guaranteed for subsequem
purchases.

7.
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Oprsning or Theg CD DxrosiT

To open the CD Deposit, you must complete, sign and retum to us the Subscription Agreement, the Investor
Questionnaire, and any other documents we may require, along with available funds equal to at least US$50,000.

AppiTioNAL DeroOsSITS

Additional deposits w a CD Deposit will not be.permitted after the CD Deposit is opened, cxcept as allowed for the
FlexCD*. You may instead purchase a new CD Deposit in the minimum amount of US$50,000 by emenng into a
Renewal Agreement for the new CD Deposit.

RoLLOVERS

FixenCD* anp PFrgxCD*-

Auromatic renewals of CD Deposits will continue indefinirely in the future intil we receive written notice from you or
terminate the U.S. Accredited Investor CD. We may, at any time in our sole discretion, decline to automatically renew
a CD Deposit and, instead, on any business day following a maturity date of a CD Deposit, send you, at your mailing
address on our books, a check in an amount equial to the combined principal and accrued and unpaid mterest

Inpax-Linkep CD*"
The Index-Linked CD will not renew automaically.

EanLy Wituprawar PinaLty

FixepCD"" anp FLyxCD'"

interest rate ifalodilo calculate the amount of the penalty. SIBL will charge the penalty first against the interest
remaining payable om the CD Deposit at the tme of the withdrawal and any excess will be
deducted from the principal balance. In the event that any withdrawal would reduce the balance on any CD Deposit
below the Minimum ' Balance, SIBL reserves the right to treat any such withdrawal as a withdrawal of the entire
account, terminate the CD Deposit and calculate the amount of penalty accordingly.

.InpEX-Linxap CD*"

Withdrawals from the CD Deposits prior o their marurity date will be subject to a penalty for early withdrawal. No
withdrawals will be allowed during the initial 12 month period. After the initial 12 months, redempron will be
allowed with the understanding that there will be no guarantee of principal and no guaranteed minimum rerurn.
SIBL will determine the redemption price by computing the current market value of the investment Index
calculation less a penalty of 10%.
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AcCCcOUNTY STATEMENTS

FixegpCD*" anp FLEXCD "

Upon acceptance of the Subscription and estzblishment of an account, we will issue you a certificate for a CD Deposic
(the “CD Centificate”). To the extent that you purchase the CD Deposit through Stanford Group Company or anoth-
er broker/dealer or financial instirution, we may issue or cause to be issued to you confirmation of the purchase of the
CD Deposit. Additionally, we will mail to you at your address oh cur books a inonthly, quarterly or ser- -annual state-
ment for the CD Depesit reflecting the amount of interest earned and paid.

Inpex~LINKED CD"

Upon acceprance of the Subscription and establishment of an account; we will issue you a confirmation staternent
showing the Index-Linked CD* opening date, the amount deposited, the market Index chosen and the market’s
Initial Index Value, the contracted Index Participation Rate, and the minirum guaranteed interest rate. Addirionally,
we may mail you quarterly statements for informational purposes only, reflecting projected or unrealized retms, At
maturity, we will mail you to your address on our books a final statement of account containing setdement
information.

We will charge no applicarion or maintenance fees to you in connection with the maintenance of the CD Deposit account.
However, we reserve the right to charge other fees, such as wire transfer fees, which will be published from time t time.

Rerermar Fras

We may engage certaih persons to introduce potential Deposxmrs 1o th
referral fee. We may also in the future pay additional incentj
may obtam information regardmg any of these fees

Interest on the CIGH R rot be ject to any tax, withholding or other charge in Antigua and Barbuda under
current law. Cltize:

gnd of the United States may be subject to U.S. federal and state income tax on interest
earned on CD DepoSt®™in addition, an invesunent in the CD Deposits may trigger certain U.S. government reporting
requirements. We do not provide tax reporting or legal advice to Depositors. Therefore, you should consult with your rax
advisor or legal counsel as to the tax and reporting consequences of an investment in the CD Deposits.
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STANFORD INTERNATIONAL BANK LTD.
in GEuNERAL
SIBL is a private financial institution chartered under the laws of Antigua and Barbuda.
SIBL was originally organized in Montserrat in 1985, but moved to and commericed operations in Antigna in December
1990. As an intemational business corporation, we may not take deposits from persons resident in Antigua and Barbuda,
or accept deposits in local currency (che East Caribbean Dollar, or ECS). As a result, all of our assets and libiliries are
" denominated in foreign anrrency, predominantly the U.S. Dollaz
We are presided over by a Board of Directors consisting of seven individuals, a Chief Executive Officer, a President, a Chief
Financial Officer, managers and other officers and employees. Our pnmary offices are located in a building near the airport
in St John's, the capital of Antigia. :
Qur primary business is the investinent of funds deposited with us by depositors. Those funds are primarily invested in
foreign and U.S. invesunent grade bonds and secuities, and Eurodollar and ioreign currency deposits.
The following data shows our historical portfolio investment by specific categories of investment and the approximate . e
percentage of funds invested for 2000, 2001, 2002, and 2003: L
Products 12/31/00 ;
Equitles .00% 5. - 4832% ]:
Treasury Bonds, Notes, Corporate Bonds . d 4937% s
Metals - R0 ¢ ! 2.32% f
‘ | . ot
Auslzahan Dollar G " - A 1.71% 'J-iv
Canadxa 034% 0.26% 0.19% 727% i
Deurs 0.00% 0.00% 0.00% 11.30% ’ it
0.01% 0.00% 0.02% 0.01% I
0.53% 0.00% 0.00% 13.44% [
Fmrush 0.00% 0.00% 0.00%  028%
French Franc 0.00% 0.00% 0.00% 3.07% o
Irish Punt 0.00% 0.00% 0.00% 0.06%
Ttalian Lira , 0.00% 0.00% 0.00% 0.80%
Japanese Yen 0.00% 0.00% 0.00% 6.76% -
Mexican Peso 0.00% 0.00% 0.00% 0.46% ‘
Netherlands Guilder 0.00% 0.00% 0.00% 032% . sl
New Zealand Dollar 0.00% " 0.00% 0.00% 0.45%
Norweigian Krone 0.00% 0.00% 0.00% 03%% freny
Pound Sterling 0.00% 0.00% 0.00% 7.18% 1 f_‘
Russian Rouble 0.00% 0.00% 0.00% 0.02% sl
Singapore Dollar 0.00% 0.00% 0.00% . 0.65% :
South African Rand 0.00% 0.00% 0.00% 0.68% » |
pamsh Pesera 0.00% 0.00% 0.00% 0.99% '
Swvss Franc 0.00% 0.00% 0.00% 11.10% |
Swedish Krona 0.00% 0.00% 0.00% 0.18% -
United States Dollar - 09.12% - 99.74% 99.79% 32.87%
: ' -,
i
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The following data shows our historical ten (10) year operating profits. The same data is fllustrated by the graph below.

Hma smillions of US dollars

$35-
30-
25-
20-
15-

10-
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Year - Operaring Profit
2003 US$33,121,812
2002 . . US$23,705,899
2001 US$12,160,997
2000 UsS $5,012,965
1999 US $3,808,991
1998 ) US $1,768,620
1997 US $2,233,174
1996 US $3,948,927
1995 US $3,879,696
1994 US § 898,070

Operating Pnﬁt

1 1995 1996 1997 1998 1999 2000 2001 2002 2003 -

53




We attempt to offer our depositors a rate of interest on their deposits that is very favorable when compared to rates
generally available from leading comaercial banks iri the U.S. for deposits of comparable maturity. We believe this is due
in large part to the returns that we realize on our invesanent portolio. While we continue to invest our portiolio in a
diversified manner consistent with our past investment strategy, no assurances can be made that future returns will permit
us 10 continue to pay depositors a favorable rate of interest on their deposits. In short, past performance cannot guarantee
future results. .

Furthermore, investing in securities issued by intemational governments and corporations iavolves considerations and
risks not typically associated with investing in obligations issued by the U.S. Govemment and U.S. corporations. The
values of international investrents can be affectéd by changes in currency rates or exchange control regulations,
application of international tax laws, changes in governmental administration or economic or monetary policy, ot changed
circumnstances in dealings between nations. Forces of supply and demand on the foreign exchange markers determine
intemational currency exchange rates. These forces are themselves affected by the international balance of payments and
other economic and financial conditions, government intervention, speculation and other factors. Moreover, foreign
cwrrency exchange rates may be affected by the regulatory control of the exchanges in which the cumencies trade.
investments in foreign markets can be affected by factors such as expropriation, confiscation, taxation, lack of uniform
accounting and auditing standards, and potential difficulties in enforcing contractual obligatons and investment policies,
and may be affected by extended settlement periods. : =

‘While we do not generally provide unsecured credit facilities, we do provide loans to customers, often secured by the
customer’s deposits at SIBL, usually in 2n amount greater than the amount of the loan. We also issue letters of credit on
behalf of our customers to support debt obligations or to finance the shipment of goods. Custoggers’ deposits typically
secure letters of credit with SIBL in an amount equal to or greater than the letters of czady

'We are regulated by the Financial Services Regulatory Commission and
Antigua and Barbuda. We have audited financial statemeng p d, ‘ Co., Chartered Centified
g ;

Compensation an e Bankers’ Blanket Bond, Divectors’ and Officers’ Liability, and Frrors
and Omissions 1i intain Depository Insolvency insurance. The larter insurance protects us
against the possible financial institution where we may place our own funds, and is not the equivalent
of the FDIC insu d on deposits at many institutions in the United States. We obtained this coverage after
undergoing a tisk analysis, mandated by the underwriter, tw determine whether reasonable care is routinely exercised in
the protection of our assets.

Accountants and Registered Auditors. Copies of th
available upon request. g ' o ‘
The * insurance coverage 1 d and Casualty, -Exporter’s Package, Vehicle, Worker's
: : . We
0 ny

On December 31, 2003, we had US$2,225,506,026 in total assets, US$135,028,619 in shareholder’s equity and
1J5%$2,083,397,998 in total deposits. Our net income for the year ended December 31, 2003, was US$33,121,812.
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DESCRIPTION OF ANTIGUA AND BaARBUDA

Antiguz and Barbuda is located in the eastern Caribbean islands at the southemn end of the Leéward Islands, 250 miles
southeast of Puerto Rico, and consists of two islands. Antigua is 108 square miles in size and the island of Barbuda is
62 square miles. Antigna and Barbuda has been a stable, functioning dernocracy since it achieved full independence on
November 1, 1981. In similar fashion with many other former British colonies, Anrigua and Barbuda remained part of the
English monarchy after achieving independence and is a member of the British Commonwealth. Queen Elizabeth I, as
head of the Briish Commonwealth, is represented by a Govemor General. Antigua and Barbuda has a bicameral
Legistature. There is a 17-member upper house, or Senate, appointed by the Governor-General, mainly on the advice of

the Prime Minister. The Prime Minister and the Cabinet are responsible to the Parliament, the nommal life of which is five
years.

" The legal system is based on English law. The Eastem Caribbean Court of Appeals has exclusive original jurisdiction of all

court actions and all appeals go 1o a panel consisting of a Chief Justice and five other justices, and from there w0 the Privy
Council in London, England.

Antigua and Barbuda has a combined yearround population of approximately 68,500. Antigua and Barbuda's economy
is primarily service oriented with tourism being the rnost important determinant of economic performance. Antigua and
Barbuda is burdened by a large and growing external debt which temains a sefious economic problem and which could
hamper its development.

Anrigua and Barbudz does not have (and historically has not had) any form of a:ch cofols resticting SIBLs
international business, including acceprance of deposits denominated in U.S. ere is'no absolute
certainty that some future enactment of exchange controls or of other res arbuda would not
hinder SIBI's operations or the pex{ormance of'its obligations in il

erzl years and is in the process of
overnment’s ability o supervise and control

MISCELLANK

Prior to making an 1Nl 8 you should consult your own legal and financial advisors concerning the U.S. Accrédited
Investor CD generally. Should you desire further informarion about us or the U.S. Accredited Investor CD to make a more
informed business decision, you should request the.same from:

Stanford Intemational Bank Ltd.
No. 11 Pavilion Drive

St. John’s, Andgua, West Indies
Attn: Beverly Jacobs

Operations Manager

Phone: (268) 480-3700

13.

55

Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 55 of 110 PagelD 110

175




Wy
Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 56 of 110 PagelD 111 7 6 —_
) \ ' ead
MANAGEMENT o -
James A. Stanford James'A: Stanford, elected Chairmat Emetirus in December 1997. Mr. James 3
Chairman Emeritus A "Sraniord previously served as Chairman of the Board of Directors from the s
commeéncement of SIBL's operations in 1985 untl December 1697. He gmduated l
from Ba%zlor Umv.e;suy in 1948 with a degree in byxsmess adminiswadon. oy
R. Allen Stanford R Allen Stanford, elected Chairman of the Board in December 1997. Mr R. 4
Chairman Allen Stanford previoiisly served as President and Chief Executive Officer of SIBL s
Direcror from commencement of SIBLs operations until Decernber 1957. He is also

principal shareholder, officer and director of various affiliated companies. Mr
R. Allen Staniford graduated from Baylor University ih 1974 with a degree in

finance. . .T, )
O.X Goswick 0.Y Goswick, member of the Board from the date of commencement of SIBUs e
Director operation. As well as being an active cattle rancher, Mr. Goswick is a principal of b
a Ford and GM car dealership. A
Kenneth C. Allen, Q.C. Kenneth C. Allen, Q.C., member of the Board from commencemem of SIBLs -
Director ] operations. M. Allen is Queen's Counsel and a gradugge of the University of 3
Secretary and Treasurcr London in law, a bamster -at-law and 2 megb thefllociety of the Middle i
e e Whited Kingdom and T
Bl ourt of Justice in wyy
of Anngua Limited, an

%

Sir Courtney N. Blackman, Ph.D. | s 1 Iected'member of the Board on Cctober 1, 1998.
Director uated from the Univetsity of the West Indies in 1956 with
odem History, received a MBA in 1964 from Inter-American
tsity in San Germaine, Puerto Rico, and was awarded a Ph.D. degree in
1969 from Columbia University’s Graduate School of Business in New York.
In January 1995, Dr. Blackman was appointed as Barbados’ Ambassador to the
United States and the Permanent Representative to the Organization of the
American States, and currently serves in that capacity. In addition to numerous
positions as consultant to governments and lecrurer, Dr Blackman served as
the first Governor of the Central Bank of Barbados from 1972 1o 1987. Dr
Blackman also serves on the Board of Bank of Antigua Lirnited, an affiliate of

‘*__J
Vreheadite. 3

[

—_—

SIBL.

Robert S. Winter Robert S. Winter, elected member of the Board on October 1, 1998. Mr

Director ‘Winter teceived a Bachelor of Science Degree from Texas A&M University in (o
1948. Mr Winter has been a bond specialist throughout his career in the 3{
insurance industry: Mz Winter is currently a financial specialist with Bowen, "

]

Miclette & Britt, Inc. in Houston, Texas. Prior to joining Bowen, Miclete &
Briw, Inc,, Mr Winter was.a Vice President ar Sedgwick Jamnes of Houston.
Bowen, Miclerre & Britt, Inc. is currently the primary agent for all of the
insurance policies held by SIBL and its affiliated companies.

-
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James M. Davis
Director
Chief Financial Officer

Juan RodriguezTolentino
President

Miguel Pacheco
Senior Vice President

Pedro E. Rodriguez
Vice President and
Senior Compliance Officer

Beverly Jacobs
Operations Manage
Patricia Kelsick

Client Accounts Manager

James M. Davis, has been associated with the Bank and its afiliated companies
for more than ten years. He graduated from Baylor University in 1975 with
degrees in accounting and business administration.

Juan Rodriguez-Tolentin joined Stanford International Bank in 1992 after
more than a decade with the Bank of Nova Scotia and the Bank of Boston.
He was promoted to Chief Operating Officer in Deceraber 2001 and then
President in November 2003. Mr. Rodriguez-Tolentino graduated from the
Inter-American University of Puerto Rico with a degree in management and
economics. He also holds a diploma in banking operations managerment from
the BAl School. for Bank Administration at the University of Wisconsin
Graduate School of Business.

Miguel Pacheco joined SIBL in September 2004, He previously served in various
managerial positions with major international banks including Bank of Boston,
Banco Santander and Commercebank N.A, in bank operations/administration.
Prior to that, Mr. Pacheco was employed for 17 years with the Bank of Nova Scotia
in San Juan, Puerto Rico and Toronto, Canada. He holds a degree in Computer
Programming and has completed various courses in banking operations. He also
graduated from the National Graduate Compliance School at the University of
Okdzhoma. '

Beverly Jacobs joined SIBL in September 1993. Prior to joining SIBL, Ms.
Jacobs was an Executive Assistant,

Parricia Kelsick joined SIBL in Aprl 1999. Prior to joining SIBL, Ms. Kelsick

was Supervisor of Foreign Trade Services at the Bank of Antigua Limited, an
affiliate of SIBL
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 MANAGEMENT'S Discussion AND ANALYSIS OF
FinANCIAL Counlnou AND RESULTS oF OPERATIONS

OVERVIEW

We believe that the key factors in our profitability and that of the U.S. Accredlr.ed Investor CD are our management team,
investment philosophy and global diversification in the investment market. For detailed information on our management,
see the section entitled “Management.”

7z
INVESTMENT PRILOSOPRY AND PORTFOLIO DIVERSIFICATION

Our investment philosophy is 1o achieve optimal investment performance with ¢ritical atention to limiting risk of loss. We
select equity debr and cash positions (the “Investment Positions™) of high quality that provide the potential for high growth,

but which can be obtained at a reasonable cost. Our portfolio of Investment Positions consists of securities from established,’

quality companies and governmental agencies from around the world. We seck oppormunities in companies that have
reasonable P/Es, above average dividend yields, above average growth rates and low price-to-sales ratio. One of our goals is
to remain balanced in the distribution of product inventory (i.e., debt versus equity versus cash). Leverage is utilized when
we deem it appropriate.

RasuLTS OF OPERATIONS

Interest and non-interest income generated for the year endmg December 31, 2003, mcr' g by US$54,942,912 to
US$254- 463,299 when cornpared to the same. penod last year ermlarl)r, reveriue geted (A paid also reflected an

December 31, 2003, compg; eposits o{ US$1,606 062,398) as of December 31
2002. SIBEs toral v g an investment portfolio of US$2,082,492,300 and cash and
cash equivalenylfor Ps$ ecember 31, 2003, compared to US$1,713,755,342 (including an

investment pori 73,287,738 and cash equivalents of US$108,256,059) as of December 31, 2002.

16.
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AFrrFiILIATE TRANSACTIONS

Among the persons or entities that may offer the U.S. Accredited Investor CD to Depositors on our behalf is Stanford Group
Company (“SGC™), a Texas corporation which is 2 registered broker/dealer in the United States and is affiliated with us
through common ownership. In such instances, SGC will be acting as an independent contractor, charging us a fee for SGC's
services. We have tiot authorized anyone to give any informarion or to make any representation other than as contained in
the Offering Documents. No other information or representation may be relied upon as having been authorized by us.

We, not SGC, are solely responsible for the contents of this Disclosure Staternent.and the other Offering Documents, and
we, not SGC, will be solely responsible o you for all amounts due in respect of the CD Deposit. In the event of
nonpayment of funds due and owing under the CD Deposit for any reason, you will have no claim or right against SGC
or any other dealer or sales representative.

SIBL and an affilizted company, Stanford Financial Group Company (“SEG"), has had a marketing and service contract in
force since 1995, which provides us with marketing and management services for a negotiated fee. This conmact is
automatically renewed on a yeary basis unless terminated by one of its pardes. We are also party to a referral fee agreement
with SGC. The fees paid pursuant to the referral fee agreement with SGC are a percentage of SGC's managed client portolio
of SIBL deposits, and are currently up to 3%, negoriated annually.

We also entercd into a long-term building lease in April 2002 for new state-of-the-art facilities owned by our affiliate,
Stanford Development Company Limited. The new facilities provide additional operanonal angffprivate banking office
space to accommodate the growth of our opératons.

) PENEBN TO GIVE ANY

PPED INVESTOR CDS TO WHICH THIS DISCLOSURE STATEMENT
= AN OFFER TO, OR A SOLICITATION OF ANY PERSON IN ANY

CIRCUMSTANCES CONSIDER THE DELIVERY OF THIS DISCLOSURE S'EATEMENT OR ANY SALE MADE
HEREUNDER AS AN IMPLICATION THAT OUR AFFAIRS HAVE NOT CHANGED SINCE THE DATE OF THIS

DISCLOSURE STATEMENT OR THAT THE INFORMATION CONTAINED HEREIN 1S CORRECT AT ANY TIME AFTER
THIS DATE:

17.
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THE Or'rlmina

We originally offered the U.S. Accredited Investor CD for a period of one (1) calendar year from October 15, 1998, the ;
effective date of the original Disclosure Statement. The amended Disclosure Statement dated November 30, 1999, e
extended the offering period indefinitely, until we terminate it.
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How Yo SUBSCRIBE

— SUBSCRIPTIONS AnD PavumEnTs

' Depositors desiring to acquire U.S. Accredited Investor CDs should carefully read and follow the instructions set forth in
the Offering Documents, complete and sign the Subscription Agreement and Investor Questonnaire and deliver them
along with the subscripdon amount to us. The subscriptori amount must be paid by cashier’s check, personal check or
i wire ransfer made payable to “Stanford Intemnational Bank Ltd.” In the event your subscription is not accepted by us, we
will return the fands 1o you. We may accept any subscription in whole but not in part. In addition, we reserve the right
to reject any subscription at our sole discretion for any reason wharsoever and wuhdmw the Accredited Investor CD
Program at any time prior to acceptance of subscripdons.

We will pay all costs and expenses in connection with the offering, including, but not limited to, ‘all expenses related to
the costs of preparing, reproducing or printing this Disclosure Statement, legal expenses and other expenses incurred in
qualifying or registering the offering for sale under the Blue Sky laws of the states of Alabama, Arkansas, Arizona,
California, Colorado, Florida, Georgia, Hawaii, Tlingis, Louisiana, Maine, Maryland, Massachuserts, Michigan,
, Mississippl, Montana, New Jersey, New Mexico, New York, North Carolina, Ohio, Oklahoma, Oregon, South Catolina,
' South Dakota, Tennessee, Texas, Utah, Washington, Wyoming and such other jurisdictions where necessary. It is
anticipared that the total of all costs and expenses (excluding fees and commissions) in connection with this offering
should not exceed approximately US$200,000.

reselling or otherwise disposing of any portion of your CD Deposit eith, 1 \ ge of a fixed or
determinable period of dme or upon the occurrence ot nonocew i rcumstances, You

Agreement and InveSQugi#stionnaire. Each Depositor will be required to return the executed Subscription Agreernent and

Investor Questionnaire accompanied by a personal check, cashier’s check or wire transfer in the amount of the proposed CD
Lo Deposit set forth in such Depositor’s Investor Questionnaire. All checks should be made out in the name of Seanford
R International Bank Led. and wire translers should be addressed as set forth in the Subscription Agreement.

o ) T This amended Disclosure Statement is dated September 30, 2004. The information contained herein is only good as of
this date.

For further information concermning the U.S. Accredited Investor CD or the proposed offering of CD Deposits,
please contact:

Stanford International Bank Lid.
No. 11 Pavilion Drive

St. John's, Antigua, West Indies
Arm: Bevedy Jacobs

Operations Manager

Phone: (268) 480-3700

[
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STANFORD INTERNATIONAL BANK LTD.

No. 11 Pavilion Drive ‘
St. John’s, Antigua, West Indies
Tel. (268) 480-3700
Fax (268) 480-3737

fdan 13730 {replaces 11021} 10.04 20M CPY
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[SIB General Terms and Conditions]
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STANFORD INTERNATIONAL BANK LTD.

LA vErRSION EN ESPANOL S5E ENCUENTRA

AL FINAL DE ESTE DOCUMENTO.

GonerAL Terms AnD CONDITIONS]

The Bank’s General Terms and Conditions as set forth herein shall govern the relationship between the Depositor and the Bank.

The Bank agrees to open any account, upon its acceptance of the Depositor’s Account Application and receipt of the minimum
required deposit together with such other documentation as may be required. As used in these Terms and Conditions, the
singular term “Depositor” shall mean the owner of the account and in the case of joint accounts or parmerships, unincorporated
associations or unincorporated business accounts, shall refer to each of the signatories on the account.

The Bank reserves the right, at its sole discretion, to accept or reject any new Account Application. Notwithstanding anything
else to the contrary contained herein, the Bank reserves the right, in its sole Eliscretion, to close a Depositor’s account, at anytime.
The Bank shall have full discretion to initiate, meodify or increase any amount and assess any fees or other charges which the Bank
may deem appropriate or necessary for any customer transactions or administrative costs.

By submiting a complered and signed Account Application the Depositor is requesting and authorizing the Bank to review and
verify any and all information submitted or necessary to substantiate the information provided. Any and all deposits enclosed with
the Account Application shall only begin to accrue interest upon approvaljof the account by the Bank in accordance with the
Bank's normal practice. Any instructions provided by the Depositor at the time the Account Application is submitted, shall only
be executed when the Bank has informed the Depositor that the Depositor’s Account Application has been approved. The Bank
shall take a reasonable period of time to conduct its due diligence in the investigation and documentation of all information

required. In the event the Depositor’s Account Application is rejected, the Depositor’s funds shall be returned, along with any

items or documents, within a reasonable period of time. All deposits and items are accepted provisionally until the Bank has
accepted the account and all items have cleared,

The Bank may request, at its sole discretion, any documentation that it may deem necessary to substantiate or authenticate any
information provided by the Depositor. Such documents, may indude but are not limited to, a valid and legible photo
identification, bank references, financial reports, certdficate of good standing, corporate resolutions or partership agreements.
Furthermore, the Bank reserves the right to request such additional information, as it may deem necessary during the term of any
account.

The Bank shall exercise due care in executing instructions’ given by the Depositor In the event that ambiguous or conflicting

inszuctions are given regarding any account, the Bank shall be entitled to act or decline to act as the Bank sees fit without

incurring any liability to the Depositor In the performance of its duties, the Bank will exercise due care. However, if in the -

performance of its duties a default may occur, for which the Bank might be held responsible, the Bank will only reimburse those
charges that it may deem reasonable. In any event, the Bank will not accept any liability for loss of income, profit, or missed
invesunents and the like. The Depositor explicitly accepts the Bank's limit of liability, and hereby irrevocably agrees, upon demand
to indernnify the Bank and hold the Bank barmless from and against any and all claims for damage or losses arising from such
default.

No signatories to an account may be amended, changed or substituted untl such written request has been submitted and
acknowledged by the Bank.

In any event, the Bank shall not be liable for any damages that may arise from the forgery or misuse of any signature in this or
any other account, which may be opened subsequently, except for the Bank’s gross negligence.

In the event there are multiple Depositors on one account, the Bank is expressly authorized to recognize and honor any of the

signamres subscribed on the Account Application as the Bank's authorization for the payment of funds from the account. Each

Depositor hereby agrees with the other and with the Bank that all sums in the account shall be owned by the Depositors jointly

.64

PagelD 119

gt

e

"

i T

e}
[ S
P

2
[

P T e W

[

kg

.

LT

L




.

“

o

Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 65 of 110 PagelD 120

10.

11.

.12,

.13,

14,

15.

16.

with the right of survivorship. The form of ownership of the account may be changed only with instructions signed by all of the
Depositors and acknowledged by the Bank. The account shall be subject to payment upon the cheque, draft, item or.withdrawal
of any of the Depositors, and the payment thereof upon the order of any one of the Depositors shall discharge the Bank from
liabiliry to all of the Depositors and of their beneficiaries, executors, administrator’s successors or assigns. Furthermore, each
Depositor appoints each other Depositor as his or her attorey, with power to endorse, and to deposit in the account. In addition,

subject to the provisions of these Terms and Conditions, each Depositor may pledge or assign, or dispose of, any funds in the
account.

The Bank shall have a right of lien on all assets in any accounts held at the Bank or elsewhere for the Depositor and a right to offset
all monies owing to Depositor against any amounts owed by Deposir.orAf:o the Bank, irrespective of ma:urir.); date or prescripdon.
Such rights shall also apply to all early withdrawal penalties, advances, loans or credit card balances, whether secured or
unsecured. The Bank shall be entitléd to realize the pledged assets withour further formality, court order or government action at

its discretion, should the customer be in default of payment. Depositor agrees to release and indemnify the Bank from all liability
for its actions. :

The use of the postal setvice, telephone, facsimile, cable, telex services, e-mail or any other means of communication or datz
trausport by or on behalf of Depositor, shall be the sole responsibility of the Depositor. Depositor shall do so at his own risk. While
the Bank shall seek to comply with the Depositor’s instructions, the Bank shall have no liability or respensibility for the veracity
or authenticity of such rransmissions and for failure to execute these insunctions unless it shall have acted with gross negligence
or willful misconduct. Any moneaty damages or loss that may arise from such use, by reason of omission, loss, fraud, delay,
erasure, misunderstanding, mutlation or duplication shall be the sole responsibility of the Depositor The Depositor hereby
irrevocably agrees, upon demand, to indemnify and hold the Bank harmless from and against any and all monetary damages or
losses. This indemnification shall survive the termination of any authorization or any account.

The Bank does not accept cash, cash equivalents or third party items for deposit in any account.

Cheques are mailed in accordance with the Depositor’s instructions at the Depositor’s risk. THE BANK MAY FORWARD ITEMS
TO ITS CORRESPONDENT BANKS FOR COLLECTION, AND SHALL NOT BE LIABLE FOR DEFAULT OR THE NEGLIGENCE
OF CORRESPONDENT BANKS OR FOR LOSSES IN TRANSIT.

All items are credited to the account conditionally and are subject to collection by the Bank Deposits of cheques and wire transfers
in the account shall begin to eamn interest when funds are collected by the Bank, in accordance with the Bank’s normal practice.
The Depositor shall be responsible for any exchange and handling fees, which may be incurred in connection with any itern and
such fees shall be for account of the Depositor. '

All interest incorne shall be paid TAXFREE at source. The Depositor understands and agrees that it is the Depositor's responsibility
10 comply with any laws or regulations regarding the establishment andfor maintenance of an account or any interest earned
thereon in the Depositor’s domicile or legal jurisdiction. ’

The offer anid acceptance of the deposits provided for herein may be prohibited or limited in cermin jurisdictions. It is understood
that it is the responsibility of the Depositor, or any person who is considering making a deposit in the Bank, to inform himself
regarding, and to comply with, all the legal provisions and regulations in force in his jurisdiction with respect to the making and
delivery of the deposit, exchange controls, taxes and similar matrers. .

Any complaint by the Depositor regarding withdrawals, deposits or any other instructions executed or omitted by the Bank shall
be made in writing and received by the Bank within thirty (30) days of the most recent statement in question, or the period in
which the Depositor may be reasonably deemed to have received such acknowledgements. Failure to inform the Bank, as stated,
shall constirute an absolute acceptance and approval of the action or emission by the Depositor, notwithstanding any other
standing arrangements berween the Depositor and the Bank. The Depositor agrees that in case of such dispute, the Bank’s General

. Ledger, general accounting books and Depositor’s instroctions shall be sufficient and complete evidence of the ransaction unless

the Depositor is able to prove otherwise.
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17.- AStatement of Account will be tendered periodically as indicated by the Depositor and mailed to the Depositor at the last known
address shown by the Bank’s records, unless the Depositor advises otherwise in writing, Inthe event the Depositor receives

quarterly or half-yearly statements, the BanK’s liability shall be limited to &1& declared value of the item or items concerned. 'ﬁ%
18. No delay or omission on the part of the Bank in the enforcement or exercise of any of its rights in connection with an account e
shall operate nor be construed 2s a waiver of such rights, and no such delay or omission shall prejudice the Bank in its later e
enforcement or exercise of such rights afforded to the Bank by law of by separate agreement between the Depositor and the Bank 1@
19. The Depositor agrees to indemnify and to hold the Bank harmless upon demand, from, against and in respect of any and all costs, e
expenses, losses and damages, including all reasonable artomey’s fees and expenses, whether or not suit is brought, incurred by . =}
the Bank in connection with any controversy, official or governmental investigation, claim or dispute relating to an account or to | 2
any transaction effected through an account, by whomsoever brought or made, unless such costs, expenses, losses and damages .‘.“,{}9
are held by a court in Antigua and Barbuda W1 to have been incurred as: the result of the Bank’s gross negligence or willful )
misconduct. : ‘ -
20. The present Terms and Conditions express the definitive legal rights and obligations of the Depositor and the Bank. No agreement et
or representation, unless incorporated in these Terms and Conditions, shall lj)e binding upon either party. The Bank shall bave the —GF‘
right to amend these Terms and Conditions at any time. Any deviation from these General Terms and Conditions shall be valid
only when agreed upon in writing and properly acknowledged by both parties. il
21. The Bank shall have the right at any time to amend the General Terms and Conditions. Such amendments shall be notified 1o the -
Depositor in an appropriate manner and in the absence of any written ohjections shall be deemed to have been accepted after a :
period of one month has elapsed. -
22.  The account(s) are subject to the terms and reswrictions, contained in the applicable Terms of Deposit. The Depositor acknowledges . ) "‘\'}
receipt of said Terms of Deposit, which forms an integral part hereof by reference. . : }
23. These Terms and Conditions shall be interpreted in accordance with the laws of Antigna and Barbuda, 5
‘W 1. For any action or proceeding which the Bank or the Depositor may commence in connection with the account or with any = %
operation or wansacrion involving payment to or from the account, the Depositor irrevocably submits 1 the jurisdiction of the j‘
courts of Antigua and Barbuda, W. L, and to the fullest extent permitted by law, waives any and all immunity that it or any of its 5«
property, may have ‘ under any J &

ai)pliczhle law, as well as waiving any claim that such courts wounld be an inconvenient forum. Jurisdiction for all legal proceedings
shall be in Antigua. The Bank, furthermore shall have the right to take legal action against Depositor before the competent court

in Depositor’s place of domicile or before any other competent court.
-y
By signing the Account Application Form and other pertinent Bank documentation, the Depositor(s) acknowledge(s) receipt of a copy 2,
- of and express(es) agreement with the General Terms and Conditions of the Bank along with specific informarion as it relates to the ead
particular accounts requested. The Depositor(s) further acknowledge(s) that the General Terms and Conditions are provided in Spanish -
solely as an informational service but that in the event of any legal action arises in connection with an account or Depositor in a 'ﬂ"g
competent jurisdiction, the Depositor agrees to be botind by the English version. j
STANFORD INTERNATIONAL BANK LTD. , ' e
- iy
Tixminos v CoNDiICIONES GENERALES:
Los Téminos y Condiciones Generales del Banco establecidos aqui regirén las rélaciones entre el Depositante y;l Banco. it
1. El Banco conviene en abrir cualquier cuenm, al aceptar la Solicitud de Apertura de Cuenta del Depositante y al recibir el depésito : =
minimo exigido, conjuntamente con la dotumentacién que sea requerida. Segiin se usa en estos Términos y Condiciones, el 5_“
término singular "Depositante” significard el propietario de la cuenta y, en el caso de cuentas conjuntas o sociedades colectivas, e
asociaciones no incorporadas o cuentas comerciales no incorporadas, se referird a cadauno de los firmantes en la coenta. ~
2. ElBanco se reserva el derecho, a su propio juicio, de aceptar o rechazar cualquier Solicitud de Apertura de Cuenta. No obstante A A
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cualquier provisién contraria contenida aqui, el Banco se reserva el derecho, a su propio juicio, de cerrar la cuenta de un
Depositante en cualquier momento. E Banco tendré discrecién completa de iniciar, modificar o aumentar toda cantidad y aplicar

cualquier honorario u otros cargos que €l Banco estime apropiado o necesario por cualquier mansaccién del cliente o costos
administrativos.

Al presentar una Solicitud de Apertura de Ctienta debidamente llenada y firmada, el Deposttante estd solicitando y autorizando al
Banco que revise y verifique toda y cualquier informacién presentada o que sea necesaria para comprobar la informacién
suministrada, Todos y cualesquier depdsitos adjuntos a la Solicitud de Apertura de Cuenta comenzaré a devengar intereses solo
después de la aprobacién de la cuenta por el Banco y de acuerdo con la prictica normal de éste, Cualquier instruccién
suministrada por el Depositante en el momento de presentar la Solicirud de Apertura de Cuenta se ejecutard sélo cuando el Banco
haya infermado al Depositante que la Solicitud de Aperrura de Cuenta ha sido aprobada. El Banco tomard un periodo razonable
de tiempo para llevar a cabo su debida diligencia en la investigacién y documentacién de toda la informacién exigida, En caso de
que la Solicirud de Apertura de Cuenta sea rechazada, los fondos del Depositante serdn devueltos, junto con cualesquier depésito
o documento, dentro un periodo razonable de tiempo. Todos los depésitos son aceptados provisionalmente hasta que el Banco
haya aceptado la cuenta y los fondos a cobrar estén disponibles.

El Banco podri solicitar, a su propio juicio, cualquier documentacién que estime necesaria para comprobar y autenticar cualquier
informaci6n suministrada por el Depositante. Tales documentos, podrdn incluir, entre otros, una identificacién fotografica vilida
y legible (cédula de identificacién), referencias bancarias, informes financieros, certificado de solvencia, resoluciones corporativas,
convenios de sociedad colectiva, etc. Ademds, el Banco se reserva el derecho de solicitar 1 informacién adicional que estime
necesaria durante el plazo de cualquier cuenta.

El Banco tomard todo el debido cuidado en ejecutar las instrucciones dadas por el Depositante. En caso de que instricciones
ambiguas o contradictorias sean dadas respecto a cualquier cuenta, el Banco tendri derecho de actuar o dejar de acmar segiin el
Banco estime conveniente, sin incurrir en responsabilidad alguna para el Depositante. Sin embargo, en el caso que ocuira un error
en la ejecucidn de las wansacciones por el cual el Banco podrfa ser responsable, el Banco reembolsard tinicamente aquellos gastos
que el Banco estime razonables. En todo caso el Banco no aceptara ninguna responsabilidad por la pérdida de entrada, ganancias
u oportunidades de inversién perdidas, etc.. El Depositante explicitamente acepta la responsabilidad limitada del Banco, y en
forma irrevocable se compromete a reembolsar, mediante requerimiento, el Banco y de mantener amparado 2l Banco de cualesquier
demanda por pérdidas o perjuicios que resulten de tales errores. ’

Ningin firnante de una cuenta podrd ser modificado, cambiado o substituido hasta que tal solicitud. por escrito haya sido
presentada y reconocida por'el Banco.

En todo caso, el Banco no serd responsable por pegjuicio algurio que surja de la Elsificacién o mal uso de alguna firma en esta
cuentz o en alguna otra cuenta, que sea abierta posteriormente, salvo que sea por negligencia grave del Banco.

En caso de que haya Depositantes miltiples en una cuenta, el Banco estd autorizado expresamente para reconocer y aceptar
cualquiera de las firmas suscritas en la Solicitud de Apertura de Cuenta como autorizacidn para el pago de fondos de la cnenta.
Cada Depositante por medio del presente documento acuerda con el ot y con el Banco que todas las sumas en la cuenta serdn '
propiedad de los Depositantes conjuntamente con el derecho de sobrevivencia: La forma de pertenencia de la cuenta sélo se puede
cambiar con instrizcciones firmadas por wdas los Depositantes y reconocidas por el Banco. La cuerita estard sujeta a pago mediante
el cheque, giro o retiro de cualquiera de los Depositantes, y el pago del mismo mediante la orden de cualquiera de los Depositantes
librard al Banco de responsabilidad ante todos los Depositantes y de sus beneficiarios, albaceas, administradores, sucesores o.
cesionarios. Ademds, cada Depositante nombra a cada uno de los otros Depositantes como su apoderado, con poder para endosar

y depositar en la cuenta. Ademis, con apego a las disposiciones de estos Términos y Condiciones, cada Depositante puede asignar

o ceder o enajenar cualquier fondo en la cuenta.

El Banco tendré un derecho de gravamen sobre todos los activos en cualésquiera cuentas mantenidas en el Banco o en omra parie
para el Depositante y un derecho de conmarrestar todos los dineros que se deban al Depositante contra cualesquier montos
propiedad del Depositante al Banco, cualquiera que sea la fecha de vencimiento o prescripcién. Tales derechos también se
aplicardn a todas las multas de retiros anticipados, adelantos, préstamos o saldos de tarjetas de crédiro, con o sin garanta. El Banco
tendrd derecho de realizar los activos pignorados sin owa formalidad, mandato de juzgado o accifn gabernamental a su criterio
propio, en caso de que el cliente esté en incumplimiento de sus obligaciones de pago. El Depositante esté de acuerdo en exonerar
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10.

11.

12.

13.

14

15.

16.

17.

18.

19. El Depositante se compromete a indemnizar y mantener al Banco amparado, mediante requerimiento, de, contra y con respecto a

¢ indemnizar al Banco contra toda responsabilidad por sus acciones.
El uso del servicio postal, teléfono, facstmile, cable, servicios de télex, correo electrénico o cualquier otro medio de comunicacién
o transporte de datos por parte de o en nombre del Depositante, serd responsabilidad exclusiva del Depositante. El Depositante
lo hara a su propio tiesgo. Si bien el Banco ratard de cumplir con las instrucciones del Depositante, el Banco no tiene obligacidn
ni responsabilidad algu‘bna‘ por la veracidad o autenticidad de tales ;ransmisién&s y por falta de ejecutar estas instrucciones a menos
que haﬁ ‘a‘c;_t_uado con hggligenda grave y con mala conducta intencional, Todos los c_lafxos monetarios o pérdidas que surjan de
tal usb, debido a omisién, pér;!ida, fraude, demora, borradura, mal 'entendimiento, mutilacién o duplicacién serdn la
responsabili&;d exclusiva del D‘epo"si;z‘nte. El Depositante l;or medio del pfesemc documento se compromete ievocablemente,
mediante réqx_zerlmignzo, a mdemmzary amparar al Banco de y contra todos los dafios o perjuicios monetarios. Esta indemnizacién
perdurard hasta después de la terminacién de cualquier autorizacién o existencia de cuzlquier cuenta.

El Banco no acepta dinero en efectivo, equivalentes en efectivo o cheques de terceros para depdsito en cualquier cuenta.

Los cheques son enviados a riesgo del Depositante segtin sus instrucciones. EL BANCO PODRA REMITIR A TRAVES DE SUS
BANCOS CORRESPONSALES PARA. RECAUDACION, Y NO SERA RESPONSABLE POR MORA O NEGLIGENCIA DE LOS
BANCOS CORRESPONSALES O POR PERDIDAS EN TRANSITO.

Todos los depésitos son acreditados a la cuenta condicionalmente y estin sujetos a cobranza por el Banco, Los depésitos de
cheques y transferencias cablegrificas comenzarin a devengar intereses cuando los fondos sean recaudados por el Banco, de
acuerdo con la préctica normal del Banco. El Depositante serd responsable por cualquier gasto cambiario y administrativo que se
incurra en relacién con cualquier transaccién y éstos correrdn por cuenta del Depositante.

Todos los ingresos por intereses se pagaran LIBRE DE IMPUESTOS en origen. El Depositante estd de acuerdo y entiende que es
responsabilidad del Depositante cumplir con cualquier leye o reglamentos relativos al establecimiento y/o mantenimiento de una
cuenta o cualesquier intereses devengados sobre la misma en el domicilic o jurisdiccién legal del Depositante. El Banco no
informaré ni tampoco se har4 responsable de cualquier asunto de impuestos que surja de esta practica.

1a oferta y aceptacién de los depésitos previstos en este documento podrin estar prohibidas o limitadas en ciertas jurisdicciones.
Se dene entendido que es responsabilidad del Depositante o de cualquier persona que estd considerando hacer un depésito en el
Banco informarse al respecto de y cumplir con todas las disposiciones legales y reglamentos en vigor en su jurisdiccién con
respecto a la realizacién y la entrega del depésito, controles de divisas, impuestos y asuntos semejantes.

Toda queja por el Depositante respecto a retiros, depésitos o cualesquiera otras instrucciones ejecutadas u omitidas por el Banco
se efectuari por escrito y el Banco deberd recibir las mismas dentro de aeinta (30) dias de emitido el estado de cuenta més reciente
en cuestidn, o el periodo en que el Depositante razonablemente podré ser considerado como que ha recibido tales acuses de
recibo. El dejar de informar al Banco, segin lo indicado, constituiri una aceptacién y aprobacién absoluta de la accién u omisién
por parte del Depasitante, no obstante cualesquier otros arreglos existentes estre el Depositante y el Banco. El Depositante acuerda
que en caso de tal disputa, el Libro Mayor General del Banco, los libros contables generales y las insmrucciones del Depositante
serdn suficiente y completa evidencia de la transaccién a menos que el Depc‘)simnte pueda probar lo conario.

El Estado de Cuenta serd entregado periédicamente segiin sea indicado por el Depositante y serd enviado por correo al Depositante
a la 1ilrima direceién conocida que se indique en los registros del Banco, a menos que el Depositante informe de forma contraria
por escrito. En caso de que el Depositante reciba estados trimestrales o semestrales, la responsabilidad del Banco estard limitada
al valor declarado del rubro o rubros en cuestién.

Ninguna demora u omisiones por parte del Banco en la aplicacién o ejercicio de cualquiera de sus derechos relacionados con una
cuenta operard ni serd considerado como renuncia de tales derechos, y ninguna demora u omisiones perjudicar al Banco en sn

aplicacion o ejercicio posterior de tales derechos concedidos al Banco por ley, o por convenio separado entre el Depositante y el
Banco.

todos y cualesquier costos, pérdidas y dafios, incluyendo gastos y honorarios razonables de abogado, ya sea que se presente o no
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20.

21.

22,

23.

189

una demanda judicial, incurrida por el Banco en relacién con cualquier controversia, investigacién oficial o gubernamental,
reclamacién o disputa relativa a una cuenta o a cualquier transaccién efectuada mediante una cuenta, por cvalquiera persona, a
menos que tales costos, gastos, pegjuicios o dafios sean considerados por un juzgado en Antigha y Barbuda, Antillas Oecidentales,
habiendo sido incurridos como resultado de la negligencia grave y mala conducta intencional del Banco.

Los Términos y Condiciones presentes expresan los detechos y obligaciones definitivos de orden legal del Depositante y del Banco.
Ningin acuerdo o representacién, a menos que esté incorporado en estos Términos y Condiciortes, serd obligatorio para cualquiera
de las partes. El Banco tendrd el derecho de reformar estos Términos y Condiciones en cualquier momento. Cualquier divergencia

de estos Términos y Condiciones serdn vélidos sélo cuando sean convenidos por escrito y reconocidos debidamente por ambas
patrtes. )

El Banco se reserva el derecho, en todo momento, de reformar los Términos y Condiciofes Generales. Tales reformas serin
notificadas al Depositante de manera apropiada y en ausencia de cualesquiera objeciones escritas se considerard que han sido
aceptados después de haber oanscurrido un lapso de un mes.

La(s) cuenta(s) esti(n) sujetas) a los términos y restricciones contenidas en los Términos de Depésito aplicables. El Depositante
acusa recibo de tales Términos de Depésito, que forman parte integrante del presente por referencia.

Estos Témminos y Condiciones serdn interpretados de acuerdo con las leyes de Antigua y Barbuda, Anrillas Occidentales. Para toda
accién o proceso que el Banco o el Depositante inicie en relacidn con la cuenta o con cualquier operacién o transaccion que
implique pago a l2 cuenta o de la misma, el Depositante irrevocablemente se somete a la jurisdiccién de las cortes de Antigua y
Barbuda, Antillas Occidentales y en toda la extensién que permita la ley, renuncia a toda y cualquier inmunidad que él o cualquiera
de su propiedad tenga bajo cualquier ley aplicable, asimismo renuncia a cualquier reclamacién que tales cortes no tendrian
Jjurisdiccién al respecto. La jurisdiccién para todos los procesos legales serd en Antigua, Adeims, ¢l Banco tendrd el derecho de -

tomar accién legal contra el Depositante ante el juzgado competente en el lugar de domicilio o ante cnalquier otro juzgado
competente,

Al firrhar la Solicitud de Apertura de Cuenta y otra documentacién Bancaria pertinente, el (los) Deposimnte(s) acusa(n) recibo de una
.. copia y da(n) su acuerdo expreso de los Términos y Condiciones Generales del Banco, junto con informacién especifica en lo que se
.. relaciona a las cuenms en particular solicitadas. Ademss, el (los) Depositante(s) reconoce(n) que los Términos y Condiciones Generales
. SON suministrados en idioma espafiol finicamente como servicio informativo Pero que en caso de cualquier accién legal que surja en

... relacién con una cuenta o con el Depositante en una jurisdiccién competente, el Depositante estd de acuerdo en quedar obligado por.
la versién en inglés, ’

69




Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 70.0f 110 PagelD 125

EXHIBIT F
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For bank use only

Sort name CIF No.
‘Tnitial Account __ Mail Code OF-code

STANFORD INTERNATIONAL BANK LTD.
U.S. ACCREDITED INVESTOR CERTIFICATE OF DEPOSIT PROGRAM

SUBSCRIPTION INSTRUCTIONS
Completing and Delivering the Subscription

Stanford Intemational Bank Ltd. (“we,” “us,” “our,” or “SIBL™) is pleased to offer to you (“you,” “your,” or the
“Depositor”) participations in the U.S.. Accredired Investor Cenificate of Deposit Program (“U.S. Accredited
Investor CD”). Subscriptions to purchase a U.S. Accredited Investor CD may be made b wire instruction or by
personal or cashier’s check, as set forth below. A complered Subscription Agreem andgvestor Questionnaire
must accompany all subscriptions.

All documents can be delivered by mail to SIBL at the fgllo:

Stanford International Bank Ltd,
No. 11 Pavilion Drive’
St. John’s, Antx

Subscription Payments
The initial minimum deposit is US$50,000.00, or its equivalent in foreign currency, which must be in tmmediately

available cleared funds (“Minimum Balance™), which you can make by wire transfer, personal check, or cashier’s
check.

Wire Transfers:

Bank: The Toronto Dominion Bank
International Banking Center
Toronto, Ontaric, Canada
SWIFT: TDOM CATT

Bof. Account Name:  Stanford International Bank Ltd. (Acct. No. 0360012161670)
Checks:
Personal or cashier’s checks may be made payable to “Stanford Intemarional Bank Ltd.” and mailed to:

Stanford International Bank Ltd.
No. 11 Pavilion Drive

St. John's, Antigua, West Indies
Attn: Patricia Kelsick

Client Accounts Manager
Telephone: (268) 480-3700

Acceptance of Subscriptions

We may accept any subscription in whole, but not in part. In addition, we reserve the right to accept or reject any
subscription at our sole discretion, with or without cause, whether or not you satisfy the qualification standards
outlined in the Investor Questionnaire. We may withdraw the U.S. Accredited Investor CD at any time prior to
acceptance of your subscription.
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STANFORD INTERNATIONAL BANK LTD.
U.S. ACCREDITED INVESTOR CERTIFICATE OF DEPOSIT PROGRAM

SUBSCRIPTION AGREEMENT

You as the Depositor have agreed to make a deposit ina U.S. Accredited Investor CD, as set forth in this Subscription
Agreement, the Investor Questionnaire, and the Disclosure Statement (and any amendments, supplements, or
updates thereto or other related documents) (collectively, the “Offering Documents™).

You subscribe to deposit the Minimum Balance or any amount in excess of the Minimum Balance, as agreed to by
us. You understand that we reserve the right to reject your subscription at our sole discretion for any reason whatso-
ever or that we may withdraw the U.S. Accredited Investor CD prior to accepting your subscription. In either event,
we will promptly return any of your funds that you have previousty remitted. We will not'pay interest on any funds
that are returned to you as a result of our decision to withdraw the U.S. Accredited lnvestdfD or our decision not

to accept your subseription.

Depositor Representations

As a condition to our accepting your subscripgy
as follows:

(a) You have recei
Accredite:
Minimum and you understand the Offering Documents, particularly the discussion of
the risks assogjated e U.S. Accredited Investor CD. In addition, you have had an opportunity to ask SIBL
questions ong other things, the U.S. Accredited Investor CD and have had your questions answered
to your satisfaction

{b) The information set forth in the accompanying Investor Questionnaire is accurate and complete as of the
date of .this Subscription Agreement, and you agree to notify us promptly of any material change in the
information contained in the Investor Questionnaire or if any information in this Subscription Agreement
becomes inaccurate. ’

(c) You are an “accredited investor” {an “Accredited Investor™), as provided in the qualification conditions in
the accompanying Investor Questionnaire, and you understand and acknowledge that the U.S. Accredited
Investar CD has not been, and will not be, registered under the Securities Act of 1933 {“Securities Act”) in
reliance on exemprions for private offerings. You certify that the information provided in the Qualifications
section of the accompanying Investor Questionnaire is true and correct, and you understand that we are relying
on such information in our decision to accept your subscription.

(d) You understand that you are not permitted to resell, assign, pledge, lend, mortgage, or otherwise transfer your
U.S. Accredited Investor CD in the absence of our approval. You should view the U.S. Accredited Investor CD
as an illiquid investment and be prepared to bear any economic and financial risk that you may experience
until macurity. i

(e) You or your duly appointed advisor have knowledge and experience in financial, tax, and business matters
such that you or your advisor are capable of making an informed decision to acquire a U.S. Accredited Investor
CD, in light of its merits and risks.

(f) You are acquiring a U.S. Accredited Investor CD for your own account and not with a view for resale or
further distribution not otherwise permitted under the Securities Act.

(g) You have relied on your own-resources in deciding to acquire a U.S. Accredited Investor CD, and you

understand that neither we nor any of our representatives, in offering you the U.S. Accredited Investor CD, are
acting as your legal or tax advisors.
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(h) If you are a natural person, you are of legal age and capacity to execute, deliver and perform under this
Subscription Agreement and the Investor Questionnaire.

(i) If you are a corporation, partnership, trust or other entity, you have the capacity to execute this Subscription -

Agreement and the Investor Questionnaire; the person signing on your behalf has the authority to execute such
documents; and such documents are legal, valid, and binding agreements of yours.

(§) You understand that we intend to rely on your representations for purposes of accepting your deposit and
subscription for the U.S. Accredited Investor CD, and you will indemnify us against any losses, fines, ot other
costs (including reasonable atrorneys’ fees) that we may suffer as a result of your breach of a material provision
of this Subscription Agreement or the Investor Questionnaire.

(k) You understand that this Subscription Agreement shall be construed in accordance with and govemed
exclusively by the laws of Antigua and Barbuda, and you consent to the exclusive jurisdiction of the courts in

Antigua and Barbuda in relation to any action or proceeding arising under this Subscription Agreement.

Notices

vestor CD shall be

Any notice required or pemutted to be givento a Deposttor in rela:xon tof
: u tion Agreement or

sent to the address specified in Item 1 of the Investor Quesnon ai
to such other address as you provide to us.

IN WITNESS WHEREOQE, the D s
bound,onthis __ ___

®scription Agreement, intending to be legally

Signature;

. Narne (please print):

Title (if applicable):

Signature:,

Narme (please print):

Title (if applicable):

Signarure;

Name (please print):

Title (if applicable):

Signature:

Name (please print):

Title (if applicable):
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STANFORD INTERNATIONAL BANK LTD. .
U.S. ACCREDITED INVESTOR CERTIFICATE OF DEPOSIT PROGRAM =
o
INVESTOR QUESTIONNAIRE ..
Py
. Please fumish the following information about yourself to SIBL (please print or type). i
\ e
1. Identity of Depositor(s)
Name: u_
Spouse's Name (if joint tenants): . s
Residential Address:
Muiling Address (if different): : Vet
Telephone (H): Telephone (W): =y
E-Mail Address: __ Fum of L .

Social Security (include spouse’s Social Security if joi
or Federal Tax Identification Number: :

il
Narme: Luﬂj

Residential Addrd

Mailing Address (ird i i i

Telephone (H): Telephone (W): Facsimile: - E
E-Mail Address:, Form of Legal Entity:

ﬁw@

Social Security or Fedeéral Tax Identification: g

)

l " . -
Name: i, .L

Residential Address: -

Mailing Address (if different):,

Telephone (H): Telephone (W):, Facsimile:

E-Mail Address: Form of Legal Entity:

Social Security or Federal Tax Identification:

T

s

3

Name: '“%f}

Residential A:;ldrss: I

Mailing Address (if different): - %

i

“Telephone (H):, Telephone (W): . Facsimile: R

E-Mail Addres Form of Legal Entity:. ’_L‘a

Social Security or Federal Tax Identification: 5
T_“

3 a

2

k/

3

uj- \,
o
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1. The Depositor(s) has(ve) authorized and requested, for their convenience, that the individual named below

maintains copies of all future correspondence and relevant information. Accordingly, please forward copies of all

future correspondence and relevant information (including, but not limited to, statements, notifications, account

transactions and deposit confirmations, etc.) relating to this account whether such information be forwarded in writing

or electronically wansmitted, uatil such time as SIBL is otherwise notified in writing, to the following individual:

Name:,

Address:

I11. Deposit Amount
O FIXED CD

PRINCIPAL AMOUNT:

MATURITY (Number of Months):

Q FLEXCD

© 7 PRINCIPAL"AMOUNT: ~

MATURITY (Number of Months):

ANNUAL INTEREST RATE:

FREQUENCY OF INTEREST PAYMENT:

(Monthly or Upon Maturity)

U INDEX-LINKED CD

PRINCIPAL AMOUNT:

MATURITY (Number of Manths):

T Uss -~ US$

-
(V2]
o
-
-
1]

[
[¢

GUARANTEED MINIMUM INTEREST RATE:

INDEX SELECTED:

INDEX PARTICIPATION RATE:

Q s&Ps00 Q s&Ps50
O NASDAQ-100 Q NASDAQ-100
Q DJEUROSTOXX50 [ DJEURO STOXX 50

77
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LV. Qualifications

Deposits will be accepted only if you are an Accredited Investor, as set forth below (please check all that zpply):

Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 78 of 110 PagelD 133
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P

QA natural person whose individual net worth, or joint net worth with your-spouse, at the time you
acquired the U.S. Accredxted Investor CD exceeds $1,000,000.

Q A natral person who had mdlvldual income in excess of $200,000 in each of the last two (2)
calendar years, or joint income with your spouse, in excess of $300,000 in each of those years, and you
have a reasonable expectation of reaching the same income level in this calendar year.

QQ  An entity with total assets in excess of $5,000,000 at the time you acquired the U.S. Accredited Investor
CD and you were not formed for the specific purpose of purchasing the U.S. Accredited Investor CD. You
are organized as follows (please check the appropriate box):

Qa corporation; or

Q a parmership; or

Q abusiness trust; or.

Qa tax—exempt orgamzatlon descnbed in Section 501(c)

(9PR| assets in excess of

i » Accredited Investor CD;

g

Lb

(-

)

U.S. Accredited Investor CD,

association exercises investment discretion.

Q  Ate registered with the United States Securities and Exchange Commission as a broker or a dealer or an
investment company; or you have elected to be treated, or you qualify, as a “business development
company” (within the meaning of Section 2(2){48) of the Investment Oumpany Act of 1940, or Section

202( a)(22) of the Investment Advisers Act of 1940).

3 An entity in which all of its equity owners are Accredited Investors, as set forth above.

ision, by U.S. federal or state examining authorities as a “bank,”
sav Massociation,” “insurance company,” or “small business investment company” (as such
defined in the Securities Act), or you are an account for which a bank or savings and
loan assOltation is subscribing on your behalf as a fiduciary and over which the bank or savings and loan

78
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SIB 08

25l

[

STANFORD INTERNATIONAL BANK LTD.

No. 11 Pavilion Drive
St. John’s, Antigua, West Indies
Tel. (268) 480-3700
Fax (268) 480-3737

13731 (replaces 11019) 20M 11.04 REF
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EXHIBIT G

[Contact Information for Foreign Representatives)

30
DLI-6242378v11
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Names and Addresses of all Administrators in Foreign Proceedings of the Debtor as -
Required by Fed. R. Bankr. P. 1007(a)(4)

Nigel Hamilton-Smith and Peter Wastell, Joint Receiver-Managers/Liquidators
Vantis Business Recovery Services
~ Torrington House
’ _ 47 Holywell Hill
» St Albans, Hertfordshire AL1 1HD
— United Kingdom

. 81
: J DL1-6242566v3
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EXHIBIT H

fList of Parties to Litigation Pending in the United States in Which the Debtor is a Party]

82

DLI-6242378vl1

207




Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 83 of 110 PageiD 138

205

Parties to Litigation Pending in the United States in Which the Debtor is a Party as
Required by Fed. R. Bankr. P. 1007(2)(4)

Case No. 3:09-cv-00298-N, Securities and Exchange Commission v. Stanford International Bank
Ltd et al., United States District Court for the Northern District of Texas, Dallas Division.

Plaintiff

United States Securities and Exchange

Commission

Stephen J. Korotash

Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
(817) 978-6476 (dbr)

(817) 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234 '
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd,

Stanford Financial Group

DLI-6242566v3

Defendants

U.S. Receiver

Ralph S. Janvey, Krage & Janvey
C/o David T. Arlington

Baker Botts

98 San Jacinto Blvd

Suite 1600

Austin, TX 78701

512/322-2500

512/322-8301 (fax)

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau _ :

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Capital Management, LLC

. Stanford Group Company

The Stanford Financial Group Bldg., Inc.

&3
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Case No. 3:09- cv-00334-P Adams et al V., Stanford Group Company et al., United States
District Court for the Northern District of Texas, Dallas Division.

P1a1nt1ffs

- Jerry Adams and others similarly situated
C/o George M. Fleming
Fleming & Associates
1330 Post Oak Blvd
Suite 3030
. Houston, TX 77056
713/621/7944
713/621-9638 (fax)

Ben Gomez

Clo George M. Fleming
Fleming & Associates
1330 Post Oak Blvd
Suite 3030

Houston, TX 77056
713/621/7944
713/621-9638 (fax)

Defendants

Laura Pendergest-Holt

C/o Brent K. Baker

Parsons, Behle & Latimer
-201 S. Main St..

Suite 1800

Salt Lake City, UT 84111

801/532-1234

801/536-6111 (fax)

Jason Green
James M. Davis

Stanford International Bank, Ltd.

Stanford Financial Group

Jerry Edrington

Cl/o George M. Fleming
Fleming & Associates
1330 Post Oak Blvd
Suite 3030

Houston, TX 77056
713/621/7944
713/621-9638 (fax)

Michael Hicks

Cl/o George M. Fleming
Fleming & Associates
1330 Post Oak Blvd
Suite 3030

Houston, TX 77056
713/621/7944
713/621-9638 (fax)

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau

901 Main St..

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Jay Comeaux
Stanford Holdings, Inc.
Stanford Capital Management, LLC

Stanford Group Company

-3- 84
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Case No. 3:09-cv-00108-JVP-DLD, Allen v. Stanford Group Company et al., United States
District Court for the Middle District of Louisiana.

275

Plaintiff

Sandra C. Allen and others similarly situated

C/o Stanley P. Baudin

Pendley, Baudin & Coffin, LLP
P.O. Drawer 71

24110 Eden St.

Plaquemine, LA 70764-0071
225-687-6396

225-687-6398 (fax)

DLI-6242566v3

Defendants
Laura Pendergest-Holt R. Allen Stanford
C/o Brent R. Baker C/o Michael E. McCue
Parsons, Behle & Latimer Meadows, Owens, Collier, Reed, Cousins &
201 S. Main St. Blau
Suite 1800 901 Main St.
" Salt Lake City, UT 84111 Suite 3700
801/532-1234 Dallas, TX 75202-3714
801/536-6111 (fax) 214/744-3700
214/747-3732 (fax)
James M. Davis ‘Stanford Holdings, Inc.
Stanford International Bank, Ltd. Stanford Capital Managemeht, LLC
Stanford Financial Group Stanford Group Company
-4. . 85
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Case No. 4:09-cv-5 11, Cohron v.. Stanford Grbﬁp Cc;fngany. et al., United States District Court ~ -

for the Southern District of Texas.

Plaintiff

John Cohron and others similarly situated

C/o James L. Jaconette
Coughlin Stoia et. al
655 West Broadway
Ste. 1900

San Diego, CA 92101
619-231-1058
619-231-7423 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

- Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

Jamies M. Davis

Stanford International Bank, Ltd.
C/o Susan Ann Dillon Ayers
Baker Botts LLP

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701

512-322-2500

512-322-2501 (fax)

Stanford Group Company
C/o Susan Ann Dillon Ayers
Baker Botts LLP

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701
512-322-2500

- 512-322-2501 (fax)

DLI-6242566v3

Defendants

R. Allen Stanford
C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &

Blau
901 Main St.

_ Suite 3700

Dallas, TX 75202-3714
214/744-3700
214/747-3732 (fax)

Stanford Capital Management, LLC
C/o Susan Ann Dillon Ayers
Baker Botts LLP

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701

512-322-2500

512-322-2501 (fax)

86
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Case No. 4:09-cv-525, Kyle v. Stanford Group Company et al., United States District Court for

the Southern District of Texas.

Plaintiff

James O. Kyle and others similarly situated -

C/o Roger B. Greenberg
Schwartz Junell et. al
909 Fannin

Ste 2700

Houston, TX 77010
713-752-0017
713-752-0327 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800 v
Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd.

Stanford Group Company

DLI-6242566v3

Defendants

R. Allen Stanford
C/o Michael E. McCue
Meadows, Owens, Collier, Reed, Cousins &
Blau
901 Main St.
Suite 3700
Dallas, TX 75202-3714
.214/744-3700
214/747-3732 (fax)

Stanford Capital Management, LLC
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Case No. 2009- 12756 Robert Conte (‘as‘ Trustee of Cb;gdrate Héétlthcaré Management Defined

Benefit Plan) v. Stanford Group Company, et al.,

Texas.
Plaintiff

Robert Conte, as Trustee of Corporate
Healthcare Management Defined Benefit Plan
C/o Allan G. Levine
Christian, Smith & Jewell, LLP
2302 Fannin
Ste 500
Houston, TX 77002
713-659-7617
713-659-7641 (fax)
Defendants

' Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800 .

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis
Jason Green
Louis M. Perry

Stanford Group Company

Stanford Financial Group

DLI-6242566v3

in the 55th Judicial District of Harris County,

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Jay Comeau

John M. Fry

Stanford International Bank, Ltd.
Stanford Capital M;a.nagement, LLC

Stanford Holdings, Inc.

88
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209

Case No. 2009-10664, Johan Pieter Dahler (as Trustee of the Rocky Mountain Trust) v. Stanford
Group Company. et al., in the 334th Judicial District of Harris County, Texas.

Plaintiff

Johan Pieter Dahler as Trustee of the Rocky
Mountain Trust

C/o Patrick Zummo

Law Offices of Patrick Zummo

3900 Essex Ln. -

Ste. 800

Houston, TX 77027

713-651-0590

713-651-0597 (fax)

Defendants A

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

Stanford International Bank, Ltd.
Stanford Group Company

Stanford Financial Group

DL1-6242566v3

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Venture Capital Holdings, Inc.

Stanford Capital Management, LLC

Stanford Group Holdings, Inc.

89
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Case No. Unknown, Jim Sunderji. et al. v. Stanford Group éb‘mpanz, etval., in the 33‘4’(}‘1‘ ‘.Tudi‘cialb :
District of Harris County, Texas.

o

Plaintiff j

Jim Sunderji and others similarly situated . : =y
C/o Bennett Jonés LLP : o

1000 ATCO Centre A . . =

10035-105 St. ' <

Edmonton, Alberta T57 3T2 ' ‘ ‘
780-421-8133 - ' o -
780-421-7951 (fax)

Defendants -

Laura Pendergest-Holt ' . R. Allen Stanford g

C/o Brent R. Baker C/o Michael E. McCue : L

Parsons, Behle & Latimer Meadows, Owens, Collier, Reed, Cousins & : o

201 S. Main St. Blau ‘ _,

Suite 1800 901 Main St. | i

~ Salt Lake City, UT 84111 Suite 3700 e

801/532-1234 _ Dallas, TX 75202-3714 -

801/536-6111 (fax) 214/744-3700 - e

- 214/747-3732 (fax) : o

Stanford International Bank, Ltd. Stanford Group Company =~
Stanford Financial Group Stanford Capital Management, LLC

. | o -

James Davis ‘ "

ﬁw

-

.

-

3

i

-

.

9% ,L;.

DLI-6242566v3 j
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Case No. 1:09-mc-00004-RLF-GWC, Securities and Exchange Commission v. Stanford
International Bank [ td et al., United States District Court for the Virgin Islands, St. Croix

Division.
Plaintiff

United States Securities and Exchange
Commission '
Stephen J. Korotash

Bumnett Plaza, Suite 1900

801 Cherry Street, Unit #18

Fort Worth, TX 76102-6882

817/ 978-6476

817/ 978-4927 (fax)

DLI-6242566v3

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

08 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

Local Counsel for U.S. Receiver

Dudley, Topper and Feuerzeig, LLP

C/o Gregory H. Hodges

1000 Frederiksberg Gade (P.O. Box 756)
St. Thomas, VI 00804

340/715-4405

340/715-4400 (fax)

Local Co-Counsel for U.S. Receiver -

Dudley, Topper and Feuerzeig, LLP

C/o Chad C. Messier _

1000 Frederiksberg Gade (P.O. Box 756)
St. Thomas, VI 00804

340/715-4405

340/715-4400 (fax)

91
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Laura Pendergest-Holt
C/o Brent R. Baker -
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800 .
Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stqnford International Bank, Ltd.

DLI-6242566v3

Defendants

R. Allen Stanford

"~ C/o Michael E. McCue

~.Meadows, Owens, Collier, Reed, Cousins &

Blau

.-901 Main St.

Suite 3700

Dallas, TX 75202-3714
-214/744-3700

214/747-3732 (fax)
Stanford Capital Management, LLC

Stanford Group Company

92
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Case No. 3:09-mc-00005-JCS, Securities and Exchang'e-Commission v. Stanford International
Bank L.td et al., United States District Court for the Southern District of Mississippi, Jackson

Division.

Plaintiff

~ United States Securities and Exch

Commission

Stephen J. Korotash

Burmnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
817/ 978-6476

817/ 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M, Davis

Stanford International Bank, Ltd.

DLI1-6242566v3

ange

Defendants

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600 ‘

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst

Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau ‘ '
901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company

93
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Case No. 3:09-mc-00178, Securities and Exchang" e Cdﬁnmiséion v. Stanford International Bank -

Ltd et al., United States District Court for the Southern District of California, San Diego Division.

Plaintiff

United States Securities and Exchange

Commission

Stephen J. Korotash

" Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
817/ 978-6476

817/ 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S, Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd.

DL1-6242566v3

Defendants

U.S. Receiver

Ralph S. Janvey , Krage & Janvey:

C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd. -0
Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford -

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company
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Case No. 4:09-cv-00474, Adams et al. v. Stanford Group Company et al., United States District

Court for the Southern District of Texas, Houston Division.

Jerry Adams

C/o George M. Fleming
Fleming & Associates
1330 Post Oak Blvd.
Suite 3030

Houston, TX 77056
713/621-7944
713/621-9638 (fax)

Ben Gomez

C/o George M. Fleming -
Fleming & Associates
1330 Post Oak Blvd.
Suite 3030

Houston; TX 77056
713/621-7944
713/621-9638 (fax)

Stanford Group Company
C/o Susan Ann Dillon Ayers
Baker Botts, LLP

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701
512/322-2500

- 512/322-2501 (fax)

Stanford International Bank, LTD

C/o Susan Ann Dillon Ayers
Baker Botts, LLP

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701
512/322-2500

512/322-2501 (fax)
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Plaintiffs

Jerry Edrington

C/o George M. Fleming
Fleming & Associates
1330 Post Oak Blvd.
Suite 3030

Houston, TX 77056
713/621-7944
713/621-9638 (fax)

Michael Hicks
C/o George M. Fleming

~ Fleming & Associates

1330 Post Oak Blvd.

- Suite 3030

Houston, TX 77056
713/621-7944
713/621-9638 (fax)

Defendants

Stanford Financial Group
C/o Susan Ann Dillon Ayers
Baker Botts, LLP '

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701
512/322-2500

512/322-2501 (fax)

* Stanford Holding, Inc.

C/o Susan Ann Dillon Ayers
Baker Botts, LLP

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701
512/322-2500

512/322-2501 (fax)
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C/o Susan Anri Dillon Ayers

Baker Botts, LLP

98 San Jacinto Blvd.

Ste. 1500

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

R. Allen Stanford
Laura Pendergest-Holt

Jason Green
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James Davis

Jay Comeaux
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Case No. 1:09-mc-10061-RWZ, Securities and Exchange Commission v. Stanford International
Bank I.td et al., United States District Court of Massachusetts, Boston Division. -

Plaintiff

United States Securities and Exchange

Commission .

Stephen J. Korotash

Bumett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882

- 817/ 978-6476

817/ 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd.

DLI-6242566v3

Defendants

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford
C/o Michael E. McCue
Meadows, Owens, Collier, Reed, Cousins &

"Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714
214/744-3700
214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company
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Case No. 3: O9-mc-80036 -MMC, Secun‘aes and Exchange Connmssmn V. Stanford Intemanonal
Bank. Ltd et al., United States District Court for the Northern District of California, San

Francisco Division.

Plaintiff

United States Securities and Exchange

Commission

C/o David Reece

Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
817/978-6476 (dbr)
817/978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
- 201 S. Main St.

Suite 1800

Salt Lake City, UT 84111

- .801/532-1234

801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd.

DLI-6242566v3

Defendants

U.S. Receiver .

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700 .

214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company

98

NS




Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 99 of 110 PagelD 154

Case No. 1:09-me-00006-UA, Securities and Exchange Commission v. Stanford International
Bank. Ltd et al., United States District Court for the Middle District of North Carolina.

Plaintiff

United States Securities and Exchange

Commission

Stephen J. Korotash
Bumett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
817/ 978-6476

817/ 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd.

DL1-6242566v3

Defendants

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Boits, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700 -

214/747-3732 (fax)

Stanford Capitél Management, LLC

Stanford Group Company
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Case No. 2:09’-mc'-0'(j),006,‘ Securities and Exchénge"Cohiﬂﬁésibﬁ v. Stanford International Bank,
Ltd et al.. United States District Court for the Western District of Tennessee, Memphis Division.

Plaintiff

United States Securities and Exchange

Commissicn

Stephen J. Korotash
Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
817/ 978-6476

817/ 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent E. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd.

DLI-6242566v3

Defendants

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

Clo Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue . :
Meadows, Owens, Collier, Reed, Cousins &
Blau ’

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company

100 .

L]

3




Case 3:09-cv-00721-N-BG Document 3 Filed 04/20/09 Page 101 of 110 PagelD 156

221

Case No. 1:09-mc-00008-NONE, Securities and Exchange Commission v. Stanford International
Bank. Ltd et al., United States District Court of District of Colorado, Denver Division.

Plaintiff

United States Securities and Exchange
Commission

Stephen J. Korotash-

Burnett Plaza, Suite 1900

801 Cherry Street, Unit #18

Fort Worth, TX 76102-6882

817/ 978-6476

817/ 978-4927 (fax)

Defendants

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis
. Stanford International Bank, Ltd.

Stanford Financial Group
(Relief Defendant per Order of 2/16/2009)
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.U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

- Clo Timdthy S. Durst

Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500 -
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau '

901 Main St.

Suite 3700

Dallas, TX 75202-3714

- 214/744-3700
- 214/747-3732 (fax)

Stanford Capital Management, LLC
Stanford Group Company

Stanford Financial Group Bldg Inc., The .
(Relief Defendant per Order of 2/16/2009)
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Case No 1 O9-mc-00023 RHB Secunues a.nd Exchange Commlssmn V. Stanford Intematlonal
Bank, Ltd et al., United States District Court for the Western District of Michigan, Southern

Division (1).

Plaintiff

United States Securities and Exchange

Commission

Stephen J. Korotash

Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
817/ 978-6476 .

817/ 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd,
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" “Defendants

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600 _

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP

2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700 ,

214/747-3732 (fax)

- Stanford Capital Management, LLC

Stanford Group Company -
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Case No. 3:09-mc-00031- JAG, Securities and Exchange Commission v. Stanford International
Bank. 1.td et al.. United States District Court for Puerto Rico, San Juan Division.

Plaintiff

United States Securities and Exchange

Commission
Stephen J. Korotash

" Burnett Plaza, Suite 1900

801 Cherry Street, Unit #18
Fort Worth, TX 76102-6882
817/ 978-6476

817/ 978-4927 (fax)

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S..Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

nges M. Davis

Stanford International Bank, Ltd.

DLI-6242566v3

Defendadnts

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP '
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Colher Reed, Cousms &
Blau

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company
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Case No. 1:09-mc-00045, Securities and ExvChaﬁg' e CdtrimiSSiQn v. Stanford International Bank,
Ltd et al., United States District Court for Maryland, Baltimore Division. :

Plaintiff

United States Securities and Exchange
Commission

" Stephen J. Korotash
Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102-6382

. 817/ 978-6476 '

817/ 978-4927 (fax)

Defendants

Laura Pendergest-Holt
C/o Brent R. Baker -
Parsons, Behle & Latimer
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis
Stanford International Bank, Ltd.

- Stanford Financial Group (SFG)
Relief Defendant
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U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

'Clo Timothy S. Durst

Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau ‘

901 Main St.

- Suite 3700

Dallas, TX 75202-3714
214/744-3700
214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company

Stanford Financial Group Bldg Inc., The
Relief Defendant
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Case No. 1:09-mc-00098-UNA, Securities and Exchange Commission v. Stanford International
Bank, Ltd et al., United States District Court for District of Columbia (Washington, DC).

Plaintiff

- United States Securities and Exchange
- Commission

Stephen J. Korotash

Burnett Plaza, Suite 1900

801 Cherry Street, Unit #18

Fort Worth, TX 76102-6882

817/ 978-6476

817/ 978-4927 (fax)

Defendants

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimeér
201 S. Main St.

Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis

Stanford International Bank, Litd.

DLI-6242566v3

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford .

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau -

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company
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Case No. 2:09-m6¢Q?§56-MVL;ALC,‘Seéuﬁﬁéé and Exché.l\lg‘ e Commission v. Stanford
International Bank. Ltd et al., United States District Court for Eastern District of Lousiana, New

Orleans Division.

Plaintiff

United States Securities and Exchange

Commission

Stephen J. Xorotash

Burnett Plaza, Suite 1900
801 Cherry Street, Unit #18
Fort Worth, TX 76102- 6882
817/ 978-6476

817/ 978-4927 (fax)

Laura Pendergest-Holt

C/o Brent R. Baker

Parsons, Behle & Latimer
© 201 S. Main St.

Suite 1800

Salt Lake City, UT 84111

801/532-1234

801/536-6111 (fax)

James M. Davis

- Stanford International Bank, Ltd..

Defendants

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler :

" Baker Botts, LLP

1500 San Jacinto Center
98 San Jacinto Blvd.
Suite 1600

Austin, TX 78701
512/322-2500
512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blan

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

- Stanford Capital Management, LLC

Stanford Group Company
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Hemandez v. Stanford Financial Group Company. et al., Case No. 09-cv;00487-N, United
States District Court for the Northern District of Texas

Plaintiff

Larry Herhandez

Stephen F. Malouf

Law Offices of Stephen F Malouf
3811 Turtle Creck Blvd.

Suite 1600

Dallas , TX 75219

214/969-7373

Fax: 214/969-7648 FAX

Defendants

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S.Main St.

~Suite 1800

Salt Lake City, UT 84111
801/532-1234
801/536-6111 (fax)

James M. Davis
Stanford International Bank, Ltd.

Stanford Financial Group Company
Stanford Group Holdings Inc.

Stanford Group Venezuela Asesores De
Inversion CA

U.S. Receiver

Ralph S. Janvey , Krage & Janvey
C/o Kevin Sadler

Baker Botts, LLP

1500 San Jacinto Center

98 San Jacinto Blvd.

Suite 1600

Austin, TX 78701

512/322-2500

512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500
214/953-6503 .

R. Allen Stanford

C/o Michael E. M¢Cue : .
Meadows, Owens, Collier, Reed, Cousins &
Blau o

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700

214/747-3732 (fax)

Stanford Capital Management, LLC
Stanford Group Company
Stanford Financial Group Global Management -

LLC
Stanford Venture Capital Holdings Inc.
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Securities And Fxchange Commission v. Stanford IntemauonalBank, LTD etal. Case No. 09-
mc-00002-JAD, United States District Court for the Northern District of Mississippi (Eastern

Division).

Plaintiff

United States Securities and Exchange

Commissicn
Stephen J. Korotash
Burnett Plaza, Suite 1900

801 Cherry Street, Unit #18
‘Fort Worth, TX 76102-6882

817/ 978-6476
817/ 978-4927 (fax)

Defendants

Laura Pendergest-Holt
C/o Brent R. Baker
Parsons, Behle & Latimer
201 S. Main St.

-Suite 1800
Salt Lake City, UT 84111
801/532-1234

- 801/536-6111 (fax)

James M. Davis

Stanford International Bank, Ltd.

Stanford Financial Group Company

U.S. Receiver

Ralph S. Janvey
C/o Kevin Sadler

‘Baker Botts, LLP

1500 San Jacinto Center
98 San Jacinto Blvd.
Suite 1600

Austin, TX 78701
512/322-2500
512/322-2501 (fax)

C/o Timothy S. Durst
Baker Botts, LLP
2001 Ross Avenue
Dallas, TX 75201
214/953-6500

214/953-6503

R. Allen Stanford

C/o Michael E. McCue

Meadows, Owens, Collier, Reed, Cousins &
Blau :

901 Main St.

Suite 3700

Dallas, TX 75202-3714

214/744-3700 _

214/747-3732 (fax)

Stanford Capital Management, LLC

Stanford Group Company
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EXHIBIT 1

[Statement of Corporate Ownership]
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Statement of Corporate Ownership as Required by Fed. R. Bankr. P. 1007 (a)4)

1. Stanford International Bank, Limited is wholly owned by Stanford Bank Holdings,
Limited, a corporation organized and operating under the laws of Antigua and Barbuda.

2. Stanford Bank Holdings, Limited is wholly owned by Stanford Financial Group,
Limited, a corporation organized and operating under the laws of Antigua and Barbuda. -
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Mr. Justice Lewison:

Introduction

1.

This application is part of the fall-out of the collapse of Sir Allen Stanford’s busm_ess
empire. Underlying the collapse is the allegation that for some conmderablg time - Sir

Allen and his associates have been engaged in a giant and fraudulent Ponzi scheme as
a result of which many investors, world-wide, have been defrauded. Sir Allen denies

these allegations. On 16 February 2009 the United States Securities Exchange
Commission' (“SEC”) filed a complaint against SlI' Allen, James M. Davis, Laura
Pendergest-Holt, Stanford International Bank Ltd (“SIB”), Stanford Group Company,
and Stanford Capital Management, LLC, alleging, among othcr causes of action,
securities fraud and violations of the securities laws. On the same day the United
States District Court for the Northern District of Texas made an order appointing Mr
Ralph Janvey (“the Receiver”) as receiver over the assets worldwide of SIB; Stanford
Group Company; Stanford Capital Management, LLC; Sir Allen; James M. Davis
and Laura Pendergest Holt; and all entities owned or controlled by any of them,
including Stanford Trust Company Ltd (STCL”). SIB is a company incorporated in
Antigua and Barbuda and has its registered office there. In parallel with the actions
taken in the USA by the SEC the Antiguan regulatory authorities were also taking
action against SIB. On 19 February 2009 the Financial Services Regulatory
Commission of Antigua and Barbuda (“FSRC”) appointed Mz Wastell and Mr
Hamilton-Smith as receivers-managers (“Receiver-Managers”) of SIB and STCL. A
week later, on 26 February 2009 the Antiguan court made an order appointing Mr
Wastell and Mr Hamilton-Smith as Antignan receivers for SIB and STCL. On 24
Merch 2009 the FSRC presented a petition against SIB under the International
Business Corporations Act of Antigua and Barbuda, seeking the winding up of SIB
and the appointment of Mr Wastell and Mr Hamilton-Smith as liquidators. On 15
April 2009 the Antiguan court made a winding up order on the FSRC’s petition and
appointed Mr. Hamilton-Smith and Mr. Wastell as liquidators of SIB (“the
Liguidators™).

Both the Receiver and the Liquidators apply for recognition under the Cross Border
Insolvency Regulations 2006. Each of them alleges that the proceedings in which
they have been respectively appointed are “main proceedings” for the purposes of the
2006 Regulations. The apparent lack of co-operation between them has resulted in an
expensive application at the creditors® expense.

The Cross Border Insolvency Regulations 2006

3.

On 30 May 1997, the United Nations Commission on International Trade Law

(“UNCITRAL”) adopted the text of a model law on cross-border insolvency, which

was approved by a resolution of the United Nations General Assembly on 15
December 1997. The Model Law is not binding in any jurisdiction. Individual states
are free to adopt all or part of it, with or without modifications; although the UN

recommends that in the interests of uniformity as few changes to the text as possible

should be made,
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4,

The 2006 Regulations give effect to the UNCITRAL Model Law within Great Britain
in the form set out in Schedule 1 to the 2006 Regulations. The law applies where
assistance is sought in Great Britain by a foreign representative in connection with a
foreign proceeding: Art 1-1 (a). Both the expressions “foreign proceeding” and
“foreign representative” are defined expressions. A “foreign proceeding” may be
either a “foreign main proceeding™ or a “foreign non-main proceeding”. - These two
expressions are likewise defined. A foreign proceeding is a foreign main proceeding
if it takes place in a state where the debtor has the “centre of its main interests”
(“COMI™). This expression is not defined, aithough there is a presumption that a
company’s registered office is its COMI. Much of the argument in this case has

turned on the meanings to be given to these expressions.

The relevant provisions of the 2006 Regulations are as follows:

“foreign main proceeding” means a foreign proceeding taking -
place in the State where the debtor has the centre of its main
interests” (Art 2 (g))

“foreign proceeding” means a collective judicial or

" administrative proceeding in a foreign Staie, including an
interim proceeding, pursuant to a law relating to insolvency in
which proceeding the assets and affairs of the debtor are subject
to control or supervision by a foréign court, for the purpose of
reorganisation or liguidation” (Art. 2 (i))

“foreign representative means a person or body, including one

appointed on an interim basis, authorised in a foreign

proceeding fo administer the reorganisation or liquidation of

the debtor’s assets or affairs or to act as a representative of the
~ foreign proceeding” (Art 2 (3))

“In the absence of proof to the contrary, the debtor’s registered
office, or habitual residence in the case of an individual, is
presumed to be the centre of the debtor’s main interests.” (Art
16. 3)

The italicised parts represent the phrases in dispute.

Under Article 17(1), unless a “foreign proceeding” is contrary to the public policy of

the English courts, it must be recognised by the English court if:
i) the proceedings are “foreign proceedings™;
ii) the representative is a “foreign representative™;

iii)  certain formal requirements have been complied with (formal documents
provided and ststements about other extant foreign proceedings made in
supporting documents); and

'iv) - the application has been made in the Chancery Division of the High Court.

233



THE HONOURABLE MR. JUSTICE LEWISON Re: Stanford International Bank
Approved Judgment ‘ ’

8.

10.

- Where these condmons are satisfied, the court must recogmse the proceedmg either as

a foreign main proceedmg or asa forelgn non-main proc;eedmg Ttis not in. d1spute
that the fonnahues have been comphed Wlth and that the app atxons have )
to the nght court. ; o

Re: gulauon 2 (2) of the 2006 Regulauons lists a number of pubhcatlons wh1ch may be
considered in interpreting the Model Law. These mclude ‘the Model Law itself, any

documents of UNCITRAL ‘and its workmg group’ relatmg to the preparanon of the

model law and the Guide to Enactment pubhshed by the UN

I wiill return to a more detailed discussion of the phrases in dlspute but there is one
preliminary matter to deal with. As mentloned SIB’s registered office is in Antigua.
Thus Antigua is presumed to be its COMI “in the absence of proof to the contrary”.

254

In the present case the applications have been supported by written evidence; but none -

of that evidence has been tested by cross—exammahon How, then is the court to
resolve any disputed question of fact? The answer, 1 think, is that the court should
apply the same test as it applies in deciding questions of jurisdiction under the EC
Judgments Regulation 44/2001: viz. that the court must be satisfied, or as satisfied as
it can be having regard to the limitations which an interlocutory process imposes, that
the company’s COMI is not in the state in which its registered office is located: cf.
Bols Distilleries BV v Superior Yacht Services Ltd [2007) 1 W.L.R. 12, § 28. No one
argued for any different approach. With that in mind I set out the relevant facts of
which I am satisfied, or as satisfied as I can be having regard to the procedural
limjtations of interlocutory proceedings.

SIB’s public face

11

12.

SIB was incorporated in Antigua on 7 December 1990. Iis registered office is in
Antigua. In addition to having its registered office in Antigua, SIB also occupies a
building there. The building is a 30,000 square foot Georgian or colonial style
building outside the airport in St John’s, Antigua. SIB does not own the building, but
leases it from another Stanford company. Photographs. of this building and its
columned portico are included in some of SIB’s marketing material. SIB employed
93 members of staff, 88 of whom worked in Antigua. The remaining five worked in
Canada. It had its own accounts department, human resources department, IT
department, payroll department and operating software, all of which were based in
Anttgua. 1t seems likely, however, that they reported to people either in the USA or
in $t Croix (part of the US Virgin Islands).

In its Disclosure Statement, provided for prospective US depositors, SIB says:

i) Itis “a pnvate financial institution chartered under the laws of Antigua and
Barbuda” :

i) It is presided over by a Board of Directors con513t1ng of seven individuals, a
Chief Executive Officer, a President, a Chlef Financial Officer and other
officers and employees. The management are named later in the document.
They include Sir Allen and his father, as well as Mr James Davis. But they
also include Mr KC Allen QC who is said to practice law in the UK and the
Eastern Carribbean, Sir Courtney Blackman, a Barbadian diplomat and former
governor of the Central Bank of Barbados; Mr Rodriguez-Tolentino, the
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14.

Pres1dent Ms Beverly Jacobs, the Operations Manager and others Of the 12
named individuals five Worked in Antigua; 2 3 5

iii)  Its “primary offices” are in St John’s, Anﬁgué;

iv)  Its “primary business” is the investment of funds deposited with it by
depositors;

V) It is regulated by the FSRC, and is not regulated elsewhere than in Antigua;

vi) - Stanford Group (a Texas corporation) acts as an independent contractor for a

fee payable by SIB in offering certificates of deposit to depositors on SIB’s

- behalf. Another Stanford entity, Stanford Financial Group Company has a

marketing and service contract, in force since 1995, under which it provides
marketing and management services in return for a fee;

vil)  Further information should be sought from Ms Jacobs at the address of the
building in St John’s Ant1gua or by telephone to an Antiguan telephone
number.

The evidence also includes marketing material put out by SIB. It begins with a
photograph of “SIB Headquarters™ in Antigua. It includes the following statements:

“... SIB’s top management sets goals every quarter linked to
profit, productivity and growth.”

“As a member of the Stanford Financial Group, the Bank has

benefited greatly from the services and support of wholly

owned Stanford affiliates located throughout the world. SIB

has received this benefit without the capital expenditures
" required for opening and maintaining multiple global offices.”

“QOur investment strategy is determined by the Bank’s Board of
Directors annually and reviewed quarterly. Weekly investment
committee meetings are conducted with each portfolio
management team to ensure that the stated risk and reward
parameters fall within the Bank’s guidelines.

These teams are comprised of seasoned investment managers
throughout the world, most of whom have worked with the
Bank for the past 10 to 15 years and many have been with us
since the Bank’s inception in 1985.”

“We are domiciled in a low tax jurisdiction, allowing us to
reinvest more of our profit into the Bank’s retained earnings,
which has provided us a strong capital base from which to
grow.”

Another brochure states that SIB “conducts business with the world from its
headquarters in Antigua.”
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17.

SIB accepted deposits from investors worldwide (some 27,000 in all), in particular
from all over North, Central and South Amenca Because of the 1eg131at10n under
which SIB was incorporated as an oﬁshore bank it was_ prothlted from accepting
deposits from Antiguan citizens." ‘In conductmg its business SIB entered into “referral
agreements ‘with financial advisors (most of which were other Stanford . group
companies) in the numerous Junsdlctlons in which SIB sought 2 torsu A typical
referral agreement appoints a financial adviser to refer to SIB clients ‘who have an
interest in the types of financial products that are available through SIB and who are
vmllmg to establish a relationship with SIB. Once referred to SIB, SIB retains
discretion to accept or decline the prospective client. . In return for referrals SIB pays
commission of 2 per. cent per annum on the amount deposﬁed by.clients. A typical
reienal agreement gives SIB’s address as 1ts St J ohn’s headquarters and states that it
will be govemed by the laws of Antigua. and that disputes -will -be .resolved by
arbitration under the relevant A_ntlguan leglslat:lon ‘Many of the financial advisers

- _were located in the USA, but there were also financial advisers elsewhere in the

world, notably in Latin America. As far as the depositors ‘were concerned their
financial adviser; rather than SIB, was the person with whom they had the relationship
and with whom they were accustomed to deal. Although the largest contingent of
depositors (in terms of value) were located in the USA, they were not a majority
either by number or by value. Venezuelan depositors ran a close second in terms of
value but were first in terms of number, with other South American countries not far
behind. In all, depositors came from 113 different countries. Just under half the
financial advisers through whom investors bought certificates of deposit were located
in the USA.

The terms on which depositors bought certificates of deposit were recorded in writing.
The written agreements provided that the agreement was to be governed by Antiguan
law, and contained a submission to the jurisdiction of the Antiguan courts. However,
in cases in which SIB entered into contracts with financial service providers other
than the financial advisers, the contracts often contained addresses for service of
nofices on SIB in the USA (for the attention of Mr Davis) and submission to the
jurisdiction of American courts. It seems reasonable to suppose, based in part on
SIB’s published accounts, that SIB consumed and paid for utilities (e.g. electricity,
postage and telephones) in Antigua at least to the extent required to run its office.

Potential investors looking to invest very substantial sums in SIB were flown to
Antigua for personal meetings at SIB’s headquarters, where they were entertained by
Mr Rodriguez-Tolentino. Most -investors, however, bought their certificates of
deposit by making written: apphca’aons through financial advisers who' completed the
paperwork and forwarded it to SIB in Antigua for SIB to carry out checks (e.g. for
money laundering) and to decide whether or not to accept their applications. The
processing of applications was largely administrative. Transfers of funds by wire
from depositors to SIB were made to SIB’s bank accounts at Toronto Dominion Bank
in Canada or to HSBC Bank plc in England, whereas cheques were sent to SIB in
Antigua. Approximately 73% of transfers were wire transfers and approximately 27%
were made by cheque. When certificates of deposit were issued they bore the legend
“Executed at St John’s, Antigua, West Indies”. Where certificates of deposit were
redeemed, the redemption monies also came from the bank account in Canada.
Depositors received monthly or quarterly account statements, sent by SIB from St
Jokm’s.
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18.

19.

20.

21.

22.

23.

SIB’s principal operating bank account was maintained at the Bank of Houstoxz 3?37
Houston Texas; and it was from that account that its employees were paid. Mr

- Rodriguez-Tolentino, however, was paid not by SIB but by Stanford Financial Group

Antiguan salaries amounted to about $3 million per aninum.

The portfolio management teams referred to in SIB’s marketing material were not
employees of SIB. SIB entered into agreements with others to manage the investment
portfolios. One such agreement (dated 1 January 1996) was made with Stanford
Group Company, a Texas corporation. Under the terms of the agreement Stanford
Group Company agreed to provide services including “portfolio management of
securities held by [SIB] or its clients™, in return for a fee of 1.5% of the value of funds
under management. Notices under the agreement were to be given to SIB in St
John’s, for the attention of Mr Davis. The agreement was to be governed by the laws

- of the State of Texas.

Funds invested on behalf of SIB or depositors were invested around the world. Assets
that have been located to date include:

i) cash balances in Canada.($19 million), Antigua ($10 million) and the US ($9
" million) (“Tier 1 assets”). The amount of cash on deposit in Antigua was,
however, a recent development and cash balances in Antigua before 2008 were

very small;

ii) funds under investment with international financial institutions in Switzerland
($117 million), the- UK ($105 million) and the US ($12 million) (“Tier 2
assets™); and _

iii) = other assets including equity investments, receivables, real estate in Antigua
and claims against Sir Allen Stanford personally and other Stanford enfities,
including potential tracing claims against assets purchased by them; for
example, investments made by Sir Allen using the $1.6 billion “loaned” to him
by SIB (“Tier 3 assets™).

Thus the bulk of SIB’s actual investments are outside the USA. Each of the

.institutions in which SIB’s funds were invested sent periodic statements to SIB in

Antigua and to the US.

In addition to its investment business SIB did provide other banking services to
customers, although these services were, by comparison, provided on a small scale. It
had several hundred “private banking” clients for whom it provided services such as
discharging bills and other liabilities. It issued credit cards to 3,500 customers. It
also made some loans to customers, based on a proportion of the amounts they held
on deposit. The loans amounted in aggregate to somewhere between $97 million and
£100 million. The amount owed by US citizens was between £6.9 million and $23
million. Requests for loans were sent to and approved in Antigua. As mentioned,
SIB’s marketing material included an Antiguan telephone number. Although SIB did
not accept instructions by telephone, it did handle some 30 telephone calls per day
from investors.

Meetings of the board of directors were sometimes held in Antigua, although most
were conducted by telephone. There is no evidence about the place from where the
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25.

partmpants were actua}ly speakmg when holding meetmgs by telephone. The
i vestment committee referred to.in the marketmg material made an annual visit to

SIB’s accounts were audited in Antigua by Antlguan accountants. The 2007 accounts
disclose general and administrative expenses of some. $154 million, of Wthh $142
million were atmbuted to management fees. The remamder were atiributed 1o rent,
telecommumcatlons mail, advertising, travel, insurance, IT, and- profesmonal fees.
Note 21 to the accounts stated that SIB was “a member of Stanford Financial Group”;
and revealed the ex1stence of the referral fee agreements between SIB-and other
Stanford entities. That note also- dlsclosed an agreement between SIB and Stanford
Financial Group Global Management LLC for the ‘provision of treasury related
functions, establishing and implementing trading policy, client communication,

~ research, marketing and branding, government and public relations, technology and

other related administrative services.

Since the appointment of the Liquidators, they have used SIB’s records held in
Antigua to keep SIB’s customers informed of developments. They also hold meetings
twice daily with customers who arrive in person at SIB’s building in St John’s. When
they first visited SIB’s building on 20 February 2009 (shortly before their
appointment as Receiver-Managers) they found about 100 investors in the lobby of
the building, many of whom had travelled to Antigua from overseas.

The Stanford Financial Group

26.

27.

28.

SIB was one of a number of companies owned either directly or indirectly by Sir
Allen. It was not a group of companies in the sense in which that expression is used
in our own domestic companies legislation. The companies owned directly or
indirectly by Sir Allen amounted to more than 100. 40 of them were US entities, 38

~ were Antiguan entities, 28 were other Caribbean entities and 25 were Latin Amencan

entities,

The Stanford Financial Group included Stanford Development Corporation (which
owned SIB’s office building in St John’s); Stanford Group Company (which provided
portfolio management services to SIB); Stanford Financial Group Global
Management LLC (which provided the treasury and other services I have described),
and many brokerages.

The Stanford Financial Group was marketed as a whole. However, within the
marketing the Antiguan status of SIB was always referred to expressly. In a
promotional video made in 2006 Sir Allen says (among other things):

“Stanford Financial Group is a family of financial services

- companies with a global reach. We serve over 40,000 clients
who reside in 79 countries on six continents. Our world
headquarters are located in Houston Texas, and we have a
continual growing number of offices around the world to serve
our clients.”

“We offer inmovative international private and institutional
banking services. Stanford International Bank, domiciled in
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Antigua, was founded for the specific purpose of private-client
wealth management...” 2 3 9 ‘

Behind the scenes

29.  Both the Receiver and the Liquidators agree that the evidence thus far uncovered
indicates that Sir Allen was at the centre of a massive and fraudulent Ponzi scheme.
The Receiver says, and the Liquidators do not deny, that he was aided and abetted by
Mr Davis (who was a director of SIB) and by Ms Laura Pendergest-Holt. The scale
and extent of the fraud is not agreed, nor is the length of time over which it has been

~going on. Sir Allen, as I have said, denies that there was any fraud at all. I proceed
on the footing that Sir Allen, Mr Davis and Ms Pendergest-Holt have been involved in
a fraudulent Ponzi scheme. I am not in a position to make any findings about the
extent of the fraud, who else was an accomplice or how long it has been going on.
There is, however, no suggestion that SIB’s employees in Antigua were participants
in the fraud.

30.  The Liquidators accept that many decisions at a strateglc level (for example the nature
of the products to be offered by SIB) were taken by Sir Allen and Mr Davis. But they
say that the decisions, once taken, were implemented in Antigua. The Receiver says
that all decisions at a strategic level were taken by Sir Allen and Mr Davis. The
Receiver points out that the Liquidators have given no examples of decisions
implemented in Antigua and says that to the extent that there was any such
implementation it appears to have been principally aimed at giving SIB the
appearance of a legitimate bank. It is difficult to know what to make of this
evidence, since it is pitched at a level of general assertion on both sides. Given that it

- is accepted on both sides that there were meetings of the board of SIB (although
precisely what the board discussed is not in evidence) I do not think that I can safely
conclude that the Receiver’s sweeping allegation is correct.

31.  One of the factors on which the Receiver relied was the whereabouts (to use a neutral
term) of Sir Allen, Mr Davis and Ms Pendergest-Holt. So far as the evidence goes,
the latter two were domiciled and resident in the USA and carried out their work
there. So far as Sir Allen is concerned, he is a citizen of both the USA and Antigua
(wliere he was knighted). He has a high profile in Antigua where he has been a major
investor and benefactor. He is also a frequent visitor. Amongst other things he has
built the Stanford Cricket Ground and two restaurants in close proximity to SIB’s
building; he owns the Antigua Sun (Antigua’s largest newspaper) and was the sponsor
of Antiguan Sail Week, He has homes in the USA. But for tax reasons he spends
much of his time (at least half the year) in St Croix in the US Virgin Islands. There is
also evidence that at the relevant time he lived in part on his yacht.

The UNCITRAL Model Law

32.  The adoption by the UN of the UNCITRAL Model Law and the publication of the
Guide to Enactment were preceded by a number of meetings and reports. Some of
these publications shed light on the meaning of the disputed phrases.
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Purpose of the Model Law

33.

34.

35.

36.

The Guide to Enactment says that the purpose of the Model Law is to assist States “to
equip their insolvency laws with a modern, harmonized and fair framework to address
more effectively instances of cross-border insolvency” (§ 1). It reflects practices in
cross-border insolvency matters that are characteristic of “modern, efficient
insolvency systems” (§ 2).

It recognises that since the Model Law is only a recommendation rather than a
convention, the degree of harmonisation is likely to be lower than in the case of a
convention (§ 12). L

It acknowledges that fraud by insolvent debtors is an increasing problem and says that
the cross-border co-operation mechanisms established by the Model Law are
“designed to confront such international fraud” (§ 14).

The Model Law takes into account (among other things) the EC Regulation on
Insolvency and states that it “offers to States members of the European Union a
complementary regime of considerable practical value that addresses the many cases
of cross-border cooperation not covered by the EC Regulation” (§ 19).

Nature of the proceeding

37.

38.

39.

40.

‘The Guide to Enactment says (§ 23):

“To fall within the scope of the foreign law, a foreign
proceeding needs to posses certain attributes. These include the
following: basis in insolvency-related law of the originating
State; involvement of creditors collectively; control or
supervision of the assets and affairs of the debtor by a court or
another official body; and reorganization or liquidation of the
debtor as part of the purpose of the proceeding.”

It points out that this definition is inclusive, and would include proceedings in which
the debtor retains some measure of control over its assets (e.g. as a debtor in
possession) (§ 24).

I was not referred to any English authority on the nature of collective proceedings, but
1 was shown the decision of Judge Markell in the US Bankruptcy Court for Nevada in
Re Betcorp Ltd 400 BR 266. He said (p. 281):

“A collective proceeding is one that considers the rights and
obligations of all creditors. This is in contrast to a receivership
remedy instigated at the request and for the benefit of a single
secured creditor.”

He also considered the nature of a “proceeding” (p. 278). He said:

“This excerpt identifies the essence of a “proceeding™: acts and
formalities set down in law so that courts, merchants and
creditors can know them in advance, and apply them evenly in
practice. In the context of corporate insolvencies, the hallmark

3 [ 9 5
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of a “proceeding” is a statutory framework that constrains a
company’s actions and that regulates the final distribution of a
company’s assets.”

4 law relating to insolvency

41.

42.

CoMI
43,

44,

45.

In order to qualify as a foreign proceeding, the proceeding must be ¢ pursua.nt to a law
relatmg to insolvency”. UNCITRAL’s report to the UN on the work of its 29™
session in which the Working Group considered the draft of the Model Law. Among
the points discussed was the phrase “a law relating to msolvency The view of the
Working Group was that that phrase was:

“sufficiently broad so as to encompass insolvency rules
irrespective of the type of statute in which they might be
contained...”

The French text, which I was also shown translates the phrase as “une loi relative & 4

’insolvabilité” and says that it was wide enough to include “toutes les dispositions
concernant 1’insolvabilité, quel que soit le type de texte ou elles étaient énoncées”™.
Both the English and the French versions seem to me to envisage a written piece of
legislation (whether primary or secondary) in which the rules can be found. The
French phrase used to describe a formal written law is a “texte de loi”. That is
reflected in the French text, just as the English text uses the word “statute”. The
quoted observations of Judge Markell in Re Betcorp Ltd support this conclusion. On
the other hand the Guide to Enactment (§ 71) says that the definition “is intended ...
1o refer broadly to proceedings involving companies in severe financial distress”.

UNCITRAL reported té the UN on the work of the 30" session of UNCITRAL. One

* of the points raised in the report was that meaning of COMI was not clea: The report

stated (§ 153):

“In response, it was stated that the term was used in the
European Union Convention on Insolvency Proceedings and
that the interpretation of the term in the context of the
Convention would be useful also in the context of the Model

* PIOVIS}.OIIS e e R —— v i et e < N

The Convention has since been superseded by the EC Regulation on Insolvency
Proceedings. In the Guide to Enactment it is said (§ 31):

“A foreign proceeding is deemed to be the ‘main’ proceedings
if it has been commenced in the State where ‘the debtor has the
centre of its main interests’.  This corresponds to the
formulation in article 3 of the EC Regulation, thus btﬁldjng on
the emergmg harmonization as regards the notion of a ‘main’

proceeding.” :

In my judgment it is a reasonable inference that the intention of the framers of the
Model Law was that COMI in the Model Law would bear the same meaning as in the

241



1 HE HUNUUKABLE MK, JUS LIUE LEWISUN
Approved Judgment

46.

47.

48.

49.

50.
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EC Regulanon since it “corresponds” to the formulanon n th EC Regulauon, and
one of the purposes “of ‘thé" Model ‘Law is to- provgde b s
“complementary regime” to the EC Regulation. It is true that in'the EC Regulanon
some help can be derived from recital (13) which says: ‘

: “The centre of mamﬂ interests should co pond to the place

However, the absence of that recital ﬁ'om the’ Model Law does not"m my Judgment
alter the position, because in my judgment the framers of the Model Law envisaged
that the mterpretatxon of COMI in the EC Regulatlon (which would necessarily take
into account rec1tal (1 3)) Would be equally apphcable to COMI in the Model Law.

In the content of the EC Regulation COMI has been the subject of some

- consideration. In the context of the EC Regulatlon the Virgos-Schmidt Report on the

Convention on Insolvency Proceedmgs (Wh1ch in fact never came into force) is
generally conmdered to be a good gmde to inferpretation. That report says (§ 75)

“The concept of ‘centre of main interests’ must be interpreted
as the place where the debtor conducts the administration of his
. interests on a regular basis and is therefore ascertamable by
third parties.  The rationale of this rule is mot difficult to
explain. Insolvency is a foreseeable risk. = It is therefore
important that international jurisdiction (which, as we will see,
entails the application of the insolvency laws of that
Contracting State) be based on a place known to the debtor’s
potential creditors. This enables the legal risks which would
have to be assumed in the case of insolvency to be calculat

The first sentence is the origin of the recital. The remaining sentences explain the
rationale. The EC Regulation also provides in Article 3 1 that:

“In the case of a company or legal person, the place of the
registered office shall be presumed to be the centre of its main
interests in the absence of proof to the contrary.”

The same paragraph of the Virgos-Schmidt report comments:

“Where companies aid legal persons are concerned, the

Convention presumes, unless proved to the contrary, that the

- debtor’s centre of main interests is the place of his registered

office. This place normally corresponds to the debtor’s head
office.”

On one reading of this the reference to the debtor’s “head office” might be thought to
be a reference to a physical, visible location. However, the early cases considering
the effect of this took the view that the decisive question was where the company’s
head office functions were carried out: e.g. Re Collins & Aikman Corp Group [2006]
BCC 606. The presumption in favour of the place of the company’s registered office
was not a particularly strong one; but was “just one of the factors to be taken into
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51.

52.

53.

54.

account with the whole of the evidence in reaching a conclusmn as to the location of
the COMI™: Re Cz4net com Inc [2005] BCC 277..

The question of COMI was considered by the ECJ in Re Eurofood IFSC Lid [2006]
Ch 508. Eurofood was an Irish company which was a subsidiaiy of Parmalat, an
Italian company. Eurofood’s registered office was in Dublin. Its principal objective
was the provision of financing facilities for companies in the Parmalat group. Its day
fo day administration was managed by Bank of America under the terms of an
agreement. It engaged in at least three large financial fransactions. Insolvency
proceedings were opened in both Haly and Ireland, and the courts of each Member
State decided that they had jurisdiction. The Italian administrator appealed to the
Irish Supreme Court which referred a number of questions to the ECJ. The relevant
one, for present purposes is the fourth question:

“Where (a) the registered offices of a parent company and its
subsidiary are in two different member states, (b) the subsidiary
conducts the administration of its interests on a regular basis in
a manner ascertainable by third parties and in complete and
regular respect for its own corporate identity in the member
state where its registered office is situated, and (c) the parent
company is in a position, by virtue of its shareholding and
power to appoint directors, to control and does, in fact control
the policy of the subsidiary-in determining the ‘centre of main
interests’, are the governing factors those referred to at (b)
above or on the other hand those referred to at (c) above?”

That question was first considered by Jacobs A-G. The Halian adminisirator
submitted (§ 111) that:

“if it is to be demonstrated that the centre of main interests is
somewhere other than the state where a company's registered
office is located, it consequently needs to be shown that the
“head office” type of functions are performed elsewhere. The
focus must be on the head office functions rather than simply
on the location of the head office because a “head office” can
be just as nominal as a registered office if head office functions
are not carried out there. . In transnatioral business the
registered office is often chosen for tax or regulatory reasons
and has no real connection with the place where head office
functions are actually carried out. That is particularly so in the
case of groups of companies, where the head office functions
for the subsidiary are often carried out at the place where the
head office functions of the parent of the group are carried out.”

Jacobs A-G said that he found that submission “sensible and convincing” (§ 112). It
is, however, important to see exactly what the thrust of the submission was. The

- submission was that a head office could be just as nominal as a registered office.

Thus in applying the “head office” test, it was necessary to look for real functions
rather than formalities. I do not think that the submission went further than that.

The Italian administraior then submitied (§ 113) that:
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interests is not central to the concept of the ¢ centre of main | )
mterests” That can be. seen fro 3 f e Fre Dl .. oo 5
.therefore ascerta.mable by th:rdupartles” m other.f»words 1t is v : —
because the oorporatlon s head ofﬁce ﬁmchons are exercised in _ S
a parucular member state that the centre of main interests is
ascertainable there.” ' o - T
55.  Jacobs A-G said that he agreed with that analysis (§114). If I may say so, recital (13)
is really an assumption of fact; and on some facts the assumption may not be true. -
However, Jacobs A-G also emphasised the importance of the attributes of i
transparency and objective ascertainability; saying (§ 118): .
“Those concepts seem to me to be wholly appropriate elements .% ‘
for determining jurisdiction in the context of insolvency, where
it is cIearly essential that potential creditors should be able to ™
ascertain in advance the legal system which would resolve any o

insolvency affecting their interests. It is particularly important,
it seems to me, in cross-border debt transactions (such as those
involved in the main proceedings) that the relevant jurisdiction
for determining the rights and remedies of creditors is clear to

investors at the time they make their investment.” — |
56.  One reason why he rejected the proposition that control of a subsidiary by a parent '
was not the test was that such control would not be ascertainable, and even if the facts 1
giving rise to control were published in the company’s annual accounts, publication s
would be retrospective (§ 121). He added (§ 122): s
“Any party seeking to rebut the presumption that insolvency ' -
jurisdiction follows the registered office must however
demonstrate that the elements relied on satisfy the requirements -y
of transparency and ascertainability. Insolvency being a e
foreseeable risk, it is important that international Junsdlctlon
(which entails the apphcaﬁon of the insolvency laws. of a given ﬁ“
state) be based on a place known to the debtor's potential s
creditors, thus enabling the legal risks Whlch would have to be .
assumed in the case of insolvency to be calculat ’E
57.  Finally he said (§ 124):
“If therefore it were shown that the debtor's parent company so A
controlled its policies and that that situation was transparent
and ascertainable at the relevant time (and not therefore merely =
retrospectively), the normal test might be displaced.” A
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58.  These later paragraphs in Jacobs A-G’s opinion take a rather different approach from
his earlier acceptance of the submission that ascertamabﬂlty by third parties is not
central to the concept of COML

59.  When the case was considered by the court itself, the court agreed with the answer to
the question that Jacobs A-G had proposed. The court first said that in the case of a
group of companies the EC Regulation had to be applied to each company
individually (§ 3). It then considered the question of COMI. It is necessary for me to
set out their reasoning:

“33 That definition [i.e. recital (13)] shows that the centre of
main interests must be identified by reference to criteria that are
both objective and ascertainable by third parties. That
objectivity and that possibility of ascertainment by third parties

- are necessary in order to ensure legal certainfy and
foreseeability concerning the determination of the court with
jurisdiction to open main insolvency proceedings. That legal
certainty and that foreseeability are 2ll the more important in
that, in accordance ‘with article 4(1} of the Regulation,
determination of the court with jurisdiction entails
determination of the law which is to apply.

34 It follows that, in determining the centre of the main
interests of a debtor company, the simple presumption laid
down by the Community legislature in favour of the registered
office of that company can be rebutted only if factors which are
both objective and ascertainable by third parties enable it to be
established that an actual sifuation exists which is different
from that which locating it at that registered office is deemed to
reflect.

35 That could be so in particular in the case of a “letierbox™
company not carrying out any business in the territory of the
_ member state in which its registered office is situated.

36 By contrast, where a company carries on its business in theé
territory of the member state where its registered office is
situated, the mere fact that its economic choices are or can be
" controlled by a parent company in another member state is not
enough to rebut the presumption laid down by the Regulation.”

60.  Mr Zacaroli QC said that I 'was bound to follow Eurofood in interpreting the Cross-
Border Regulations. Mr Isaacs QC said that although I was not bound to follow
Eurgfood, T should follow it. I need not decide whether I am strictly bound to follow
Eurafood, since it is agreed that I should do so. I must therefore consider what
Eurofood decided. This is not the first time I have done so, although it is the first time
that I have done so with the aid of adversarial argument. In Re Lennox Holdings Ltd
[20091 BCC 155 I had to decide whether this court had jurisdiction to open insolvency
proceedings in relation to two companies whose registered offices were in Spain. I
decided that it did. Having set out extracts from the opinion of Jacobs A-G and the
ECJ in Eurofood 1 said (§ 9):
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“The two partlcular examples which were given by the court‘
are, if I may respectfully say so, at two opposite and ‘extreme
ends of the spectrum. The facts of the present case, as T rather
suspect the facts of most cases, lie somewhere between those
two extremes. It is for that 1 reason that the approach ‘
Advocate General isa parhcularly helpful one. What I should' _
concentrate on is the head ofﬁce functions’ of the two Spamsh
compames It is, I should say, clear that the two. Spamsh\"
companies do carry on business in the Member State where
their reg15tered offices is situated and consequently the “mere
fact” that its econom1c ch01ces are or can be contro]led by a
parent company is not enough to rebut the presumptlon ’Ihat is
not what is relied on in the present case. I is not control by a
parent company that is relied on in the present case. It is
control of the companies themselves by their boards of
directors.”

Mr Zacaroli submitted that I was wrong to apply the simple test of “head office
functions™ propounded by Jacobs A-G. He said that Jacobs A-G had expressly
accepted the submission of the Iialian administrator that ascertainability by third
parties of the centre of main interests is 7of central to the concept of COMI (§ 114).
That was inconsistent with the Advocate-General’s own subsequent stress on the need
for elements relied on to rebut the presumption in favour of the registered office to
satisfy the twin requirements of transparency and ascertainability. More to the point,
it was not consistent with the decision of the ECJ itself which emphasised that COMI
must be identified by reference to criteria that are both objective and ascertainable by
third parties (§ 33); and said in terms that the presumption in favour of COMI
coincidirig with the company’s registered office could only be rebutted by factors
which are both objective and ascertainable by third parties. Simply to look at the
place where head office functions are actually carried out, without considering
whether the location of those functions is ascertainable by third parties, is the wrong
test. The way in which the ECJ approached recital (13) was not to apply the factual
assumption underlying it but to apply its rationale. I accept this submission. To the
extent that I considered and applied the head office functions test in Lennox Holdings
on the basis accepted by Jacobs A-G in § 114, I now consider that I was wrong to do
so. Pre-Eurofood decisions by English courts shbuld no longer be followed in this
respect. I accept Mr Zacaroli’s submission that COMI must be identified by reference
to factors that are both objective and ascertamable by third parties. . This, I think,
comades with the view expressed by Chadwick LJ (before the decision in Eurofood)
in Shierson v Viieland-Boddy [2005] 1 W.L.R. 3966 (§ 55):

“In making its determination the court must have regard to the
need for the centre of main interests fo be ascertainable by third
parties; in particular, creditors and potential creditors. It is
important, therefore, to have regard not only to what the debtor
is doing but also to what he would be perceived to be doing by
an objective observer.” (Emphasm added)

This leads on to the next question: what is meant by “ascertainable™? Mr Isaacs
submitted that information would count as being ascertainable even if it was not in the
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public domain if it would have been disclosed as an honest answer to a question asked
by a third party. Provided that a third party asked the right questions, and was given
honest answers, the result of the inquiry would be ascertainable. Mr Zacaroli
submitted that this formulation was far too wide and blurred the distinction between
what was ascertainable and what was not.. On the basis of Mr Isaacs’ submission the
requirement of ascertainability was diminished almost to vanishing point. Rather,
what was ascertainable by a third party was what was in the public domain, and what
a typical third party would leamn as a result of dealing with the company. 1 agree with
Mr Zacaroli. As Chadwick LJ says, one of the important features is the perception of
the objective observer. One important purpose of COMI is that it provides certainty
and foreseeability for creditors of the company at the time they enter info a
transaction. It would impose a quite unrealistic burden on them if every transaction
had to be preceded by a set of inquiries before coniract to establish where the
underlying reality differed from the apparent facts.

In Eurofood the ECJ emphasised the importance of the presumption in favour of
COMI coinciding with a company’s registered office. In my judgment this means that
the decision in Re Ci4net.com Inc, to the effect that the location of the registered-
office is no more than a factor to be considered, should also no longer be followed. In
my judgment it follows from Eurofood that the location of a company’s registered
office is a true presumption, and the burden lies on the party seeking to rebut it.

I have already quoted Article 16 3 of the Model Law which enacts the same
presumption. Commenting on this article the Guide to Enactment says (§ 122):

“Article 16 establishes presumptions that allow the court to
expedite the evidentiary process: af the same time they do not
prevent, in accordance with the applicable legal procedural law,
calling for or assessing other evidence if the conclusion
suggested by the presumption is called into question by the-
court or an interested party.” .
I do not consider that this commentary, which explicitly refers to presumptions,
detracts from the force of the decision of the ECJ in Eurofood. At this point I should
refer to some of the decisions of courts of the USA. The USA gave effect to the
Model Law as Chapter 15 of the Federal Bankruptcy Code. However, in enacting the
equivalent of Article 16 3 Congress changed the wording. Instead of providing for
the presumption in the absence of “proof” to the contrary, the equivalent provision in
Chapter 15 provides for the presumption in the absence of “evidence” to the contrary.
The American jurisprudence thus holds that the burden of proof lies on the person
who is asserting that particular proceedings are “main proceedings” and that the
burden of proof is never on the party opposing that contention: Re Tri-Continental
Exchange Ltd 349 BR 629, 635, per Judge Klein. In Re Bear Stearns High-Grade
Structured Credit Strategies Master Fund Ltd 374 BR 122 Judge Lifland said that
except where there is no contrary evidence the registered office does not have any
special evidentiary value. This change in language of the enactment, as it seems to
me, may well explain why the jurisprudence of the American courts has diverged
from that of the ECJ.

Professor Westbrook, the Receiver’s expert on US law, explains in his first affidavit
(§ 21) that: . ‘
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“The United States Junsprudence has made it clear that the

COMI lies in the’ Junsdzetlon [where] the" most matenal |

'“contacts” are to be found, especxally management d1rectton o
o “a.nd control of asse -

Accordmg to Re Bear Stearns Hzgh—Gmde Szructured Credzt SZrategies Master Fund
Ltd these contacts can include, the location ‘of the: debtor’s headquarters, the locatlon
of those who actually manage the debtor, the location of the debtor’s primary assets,
the location of a majority of the debtor’s ¢reditors or of a majonty of creditors who
would be affected by the case and the Jlll‘lSdlCthll ‘whose law would apply to most
disputes. However, none of these factors in'the American ]unsprudenee is qualified
by any requirement of ascertamablhty In my judgment this is not the posmon ‘taken
by the ECJ in Eurofood.

Mr Isaacs also submitted that in a case where it is alleged that the company in
question was used as a vehicle for fraud, the court should not investigate the COMI of
the company itself. Rather it should investigaie the COMI of the fraudsters pulling
the strings. In this case the frandsters are alleged to be Sir Allen, Mr Davis and Ms

- Laurd Pendergest-Holt, so it is their COMI that counts. I‘C_] ject this submission. First,

in Furofood the ECJ confirmed (§ 30)

“that, in the system established by the Regulation for
determining the competence of the courts of the member states,
each debtor constituting a distinct legal entlty is subject to its
own court jurisdiction.”

‘Second, by its very nature the existence of a fraud behind the scenes is unlikely to be

ascertainable by third parties. The whole point of a fraud is that it is kept secret for as
long as possible. Third, the idea of ascertaining the COMI of the fraudsters is ali very
well if they all happen to have their COMI in the same state; but what if they do not?
How then is the court to identify the relevant COMI? I add also that on the facts of the
present case it has not been shown (and apart from generalised assertion there is no
evidence) that SIB was established for frandulent purposes which might amount to
justification for piercing the corporate veil.

I hold therefore that:
) The relevant COMI 1s the COI\/[[ ef SIB;

i) Since its reglstered office is in Antlgua, itis presumed in the absence of proof
to the contrary, that its COMI is in Antigua;

iif)  The burden of rebuiting the presumption Kes on the Receiver;
iv)  The presumption will only be rebutted by factors that are objective;

v) But objective faetors will not count unless they are also ascertainable by third
. parties;

vi)  What is ascertainable by third parties is what is in the public domain, and what
they would learn in the ordinary course of business with the company.

248




THE HONOURABLE MR. JUSTICE LEWISON Re: Stanfoid International Bank
Aporoved Judgment

Is the Receivership a foreign proceeding?

71.

72.

73.

74.

75.

Mr Joseph QC argued that the receivership was not a foreign proceeding as defined,
with the result that the Receiver was not entitled to recognition under the Cross
Border Insolvency Regulations. He sa1d this for three reasons:

i) It was not a collective proceeding;
ii) The Receiver was not appointed pursuant to a law relating to insolvency; and
ifi)  He was not appointed for the purpose of reorganisation or liquidation.

Mr Zacaroli adopted Mr Joseph’s points, although he concenirated on the second of
them: Although presented as discrete points there is, 1 think, a considerable degree of
overlap between them.

The first step in evaluating these submissions is to look at the order of the US District
Court for the Northern District of Texas appointing the Receiver, and from which he
derives his authority. The order was made on the application of the SEC. A number
of Stanford companies (including SiB); and Sir Allen, Mr Davis and Ms Pendergest-
Holt are all Defendants. The SEC alleged in its complaint that it was seeking
emergency relief “to halt a massive ongoing fraud” by Sir Allen and his associates. It
alleged that there had been a number of violations of legislation relating to securities.

It said that the SEC was bringing the action “in the interest of protecting the public
from any further unscrupulous and illegal activity”. The complaint goes on fo set out
at length a number of allegations of fraudulent misrepresentation and then sets out the
SEC’s causes of action against the Defendants. They are all violations of investor
protection legislation. The complaint does not allege that any of the Defendants is
insolvent. The relief sought includes:

“The appointment of a temporary receiver for Defendants, for
the benefit of investors, to marshal, conserve, protect, and hold
funds and assets obtained by the Defendants and their agents,

" co-conspirators, and others involved in this scheme, wherever
such assets may be found, or with the approval of the Court
dispose of any wasting asset in accordance with the application
and proposed Order provided herewi

The order itself recites that it is mmade because:

“It ... is both necessary and appropriate in order to prevent
waste and dissipation of the assets of Defendants to the
detriment of the investors”

Paragraph 1 of the order asserts that the Court itself takes possession of the
Defendants’ assets, wherever located. Paragraph 2 appoints the Receiver “with the
full powers of an equity receiver under common law as well as such powers as are
enumerated herein as of the date of this Order”. Paragraph 4 directs the Receiver to
take confrol and possession of the Receivership Estate. Paragraph 5 gives him
specified duties. These include:
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i) Maintain full control of the ReceivershiﬁEstate'

it} Collect, marshal and take custody possess10n and control of assets of the
‘ Recewerslnp Estate or traceable to assets of the Rece1versh1p Estate Wherever
situated;

iii)  Instituie proceedings to impose a constructive trust obtain ‘possession Or
recover judgment against persons who received assets traceable to the
Recelversh1p Estate;

iv)  Obtain documents and testimeny (if necessary by compulsion) to identify
assets, liabilities and causes of action of the Receivership Estate;

V) Enter and secure any premises in order to take possession custody or control of
assets of the Receivership Estate;

vi)  Make ordinary and necessary payments distributions and disbursements “for
the marshalling, maintenance or preservation” of the Receivership Estate;

vii)  Contract and pegotiate with any claimant against the Receivership Estate
“(including, without limitation, creditors)” for the purpose of compromising or
settling any claim;

viii) Perform all acts necessary to hold manage and preserve the value of the |

Receivership Estate in order to prevent any irreparable loss damage and injury
to the Estate;

ix)  Enter into agreements in connection with the administration of the
Receivership Estate;

X) Institite or take part in proceedings to preserve the value of the Receivership

Estate or to carry out the Receiver’s mandate under the order;

xi)  Preserve the value of the Receivership Estate and minimize expenses “in
furtheratnce of maximum and timely disbursement thereof to claimants”.

Paragraph 6 of the order gave the Receiver sole and exclusive power to manage the
Defendants’ business and financial affairs, including the sole power to petition for
bankrupticy under the US Bankruptcy Code. However, before doing so, he was
required to give two days’ notice to the Defendants and to the SEC.

Paragraph 9 of the order enjoined creditors and all other persons from the following
actions “except in this court™: .

i) Proceedings arising from “the subject of this civil action”;

ii) The enforcement of any judgment obtained before the commencement “of this
proceeding”.

Paragraph 10 enjoined creditors and all other persons, without prior approval of the
court, from any act to obtain possession of the Receivership Estate assets, enforcing
any lien against the Receivership Estate; any act to collect assess or recover a claim
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against the Receiver that would attach to the Receivership Estate; the set off of any
debt owed by the Receivership Estate based on any claim against the Receivership -
Estate and from petitioning for bankruptcy under the US Bankruptcy Code or from
applymg for recognition of a foreign proceeding,

Mr Joseph submitted that, under the terms of the order, the Receiver is not charged
with responsibility of advertising, ascertaining and representing the total body of
creditors so that the collected assets will be distributed pari passu to that body of
creditors, let alone exclusively through his offices. Rather the function of the
Receiver in this case was to provide ancillary and interim protection for the investors
pending the determination of their.claims for compensation, as brought to court by the
SEC. This is made clear by the recited purpose of the order, viz. to prevent waste
and dissipation -of assets of the defendants “to the detriment of the investors”. It is
also reflected in the specific duties imposed on the Receiver, the main thrust of which
is to identify and preserve the assets of the Receivership Estate. Under paragraph 7(a)
of the Order, there is a limited restraint on creditors commencing proceedings against
the Defendants. There are two relevant limitations. First, the restraint precludes
proceedings being commenced except in this court”. Thus the order expressly
permits proceedings to be begun in the District Court for the Northern District of
Texas. Second, the restraint is limited to proceedings “arising from the subject matter
of the civil action”. The civil action seeks compensation for investors; not for any
other creditors. This emphasises that the Receiver is not acting in the collective sense
for and on behalf of all creditors. Those who are owed money independently by the
Defendant companies (such as severed employees or general trade creditors) can and
indeed are left to their own devices to establish their claims and rights against the
Defendants. A truly collective proceeding would have stayed all claims.

Mz Isaacs submitted that the order requires the Receiver to obtain information to
identify the liabilities of the Receivership Estate; authorises him to make distributions

‘and also authorises him to contract and negotiate with any claimant (including,

without Iimitation, creditors) for the purpose of settling and compromising claims.
The order also authorised the Receiver to preserve the estate in furtherance of

maximum and timely disbursement thereof to creditors”. These elements of the
order showed that the proceeding was a collective proceeding. The Receiver’s
appointment was made at the instigation of the SEC, which is not a creditor of any of
the Defendants, but which protects the public interest and thus all creditors. Mr Isaacs
also relied on the second affidavit of Professor Westbrook who pointed out that the
US Bankruptcy court had recognised a Canadian receivership as amounting to a
foreign proceeding: Re Innua Canada Ltd 2009 WL 1025090. However the reason
why the US court recognised the receiver in that case was that the Canadian court that
had appointed him had declared that he was the foreign representative of a foreign
proceeding and had specifically authorised him to seek recognition in the USA under
Chapter 15. The US court was therefore entitled to apply and did apply the
presumption in Article 16 1 of the Model Law. The Texas court in the present case
did not make any such declaration. In oral argiment Mr Isaacs said that although the
Receiver was not expressly requited or authorised by the order to deal with the proof
and ascertainment of all creditors’ claims, that is in fact what he was doing. In fact
the Receiver’s evidence is that he has processed claims by investors. He does not
mention, for example, employees or trade creditors.
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alle crat1on of msolvency against any of the Defendants It Was trlggered by a}legatlons

) of Vlolatlons of mvestor protectlon leglslailon The general body of law govermng the

partrcularly to safeguard or preserve assets 'pendmg the trral of substalitlve “clanns and
that is what has happened in thls case. .The L1qu1dators expert on US law, Mr Damel
Glosband, points out that there is no (or very, httle) statutory regulatlon of receivers;
and that where recelvers have been appomted over insolvent corporauons as an
alte: ma’uve to bankruptcy (a prac’ace that has been deprecated by some US courts) the
appomtment relies on “the ad hoc apphcatxon of equitable prmmples to those cases.
If and when 2 distribution plan is approved by the court, it will be a plan approved
pursuant to ad hoc prmclples of equity rather than under any law relating to
msolvency Professor Westbrook agrees that a common law receivership would not
qualify as a foreign proceeding under the Model Law “unless it had a fully developed
common- law underpmmng, but the United States law offers just such support in a
nuraber of cases in which distributions, almost always pro rata, have been made in
such cases.” In a later paragraph Professor Westbrook says that receivership cases
“often™ employ a pro rata rule. While Mr Zacaroli was inclined to accept that the
conimon law could, in principle, amount to “a law” relating to insolvency, if for
example an authoritative decision of the House of Lords had comprehensively set out
the principles of distribution and priorities, Mr Joseph on the other hand submitted
that “a law” meant a published code whether contamed in primary or secondary
legislation.

Mr Isaacs submitted that the “law” in question was not required to deal only with
insolvency or even to address insolvency directly. As long as it could be applied to
insolvency it would qualify. Nor did the law have to be a statutory code, as opposed
to common law (or equitable) principles, as long as it set out rules for distribution and
priorities. The US common law of receivers satnsﬁed this criterion. He pointed out
that in Terry v Butterfield Bank (Guerrzsey) Lid (24 February 2006) the Royal Court of
Guernsey had recognised a receiver appointed by 'the US courts (although since the
court was concerned with recognition at common law rather than under the Model
Law, this case was not helpful). He also pointed out that in SEC v Credit Bancozp Lid
290 F 3d 80 the US Second Circuit court held that receiverships were “insolvency
pro«,eedmgs for the purposes of the Uniform Commercial Code. However, as the
judge in the District Court pointed out (SEC v Credzt Bancorp Ltd 99 Civ 11395) that
applies only if the receivership is instituted to hqmdate or rehabilitate a person’s
entire estate, and that if a receiver did not have authority to do that then the
receivership would not amount to insolvency proceedmgs for that purpose.

So far as the purpose of the receivership was concemed, both Mr Joseph and Mr
Zacaroli submitted that it was to preserve the assets of the Receivership Estate. It was
possible that in due course the Receiver rmght apply to the court to sanction a
distribution plan but that would involve a further application 1o the court; and unless
and until a plan is approved it will not be known what that distribution plan will be. If
and when a distribution plan is approved it may be that at that stage the receivership
can be said to be for the purpose of liquidating the Defendants’ estates, but that time
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has not yet been reached. One thing is clear and that is that the receivership is not a
bankruptcy under the US Bankruptcy Code. Indeed the SEC is opposed to a
bankruptcy and has recently defended a motion to allow other creditors to invoke the
Bankrupfcy Code. This led on to Mr Joseph’s subsidiary point. Even if the
receivership was a foreign proceeding, the Receiver was not a foreign representative

because the order appointing him did not (yet) authorise him to liquidate or reorganise
SIB. '

As I have said, it seems to me that the Receiver’s authority derives from the terms of
the order. I do not, therefore, consider that it is profitable to discuss the sorts of
powers which might be conferred on receivers generally, Thus I agree with Mr

Joseph that the question is not whether an equitable receivership could generally or

ever give rise to pari passu distribution. What matters, to my mind, is what powers
and duties have been conferred or imposed on the Receiver by this order. I do not
consider that the powers and duties conferred or imposed on the Receiver amount to a
“foreign proceeding” for the purposes of the Cross Border Insolvency Regulations,
largely for the reasons given by Mr Joseph and Mr Zacaroli. In short:

i) The recited purpose of the order was to prevent dissipation and waste, not to
Hquidate or reorganise the debtors’ estates;

i) The detriment that the court was concerned to prevent was detriment to
investors,

iii)  The underlying cause of action which led to the making of the order had
nothing to do with insolvency and no allegation of insolvency featured in the
SEC’s complaint. Indeed there is no evidence that any of the personal
Defendants {(i.e. Sir Allen, Mr Davis or Ms Pendergest-Holt) is in fact
insolvent, yet the appointment of the Receiver over their assets must have the
same foundation as his appointment over the assets of the corporate
Defendants; :

iv)  The powers conferred on and duties imposed on the Receiver were duties to
- gather in and preserve assets, not to liquidate or distribute them. (The order
does not, at least on its face, confer any power on the Receiver to sell any of

the Defendants’ assets of which he might take possession);

V) In so far as the order mentions creditors who are not investors, they are
mentioned only to allow claims to be compromised. The reference to
distributions to creditors does not sanction actual distribution; it merely
describes the reason why expenses are to be kept to a minimum;

vi)  The order does not preclude claims from being made against the Defendants
outside the receivership if either they do not relate to the underlying causes of
action on which the SEC’s application was based, or they are brought in the
District Court for Northern Texas;

vii) Under the order the Receiver has no power to distribute assets of the
Defendants, It would need a further application to the court to enable him to
do so; . ’
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85.

viif) The fact that some recelvershlps may be classified for some. pmposes as
“insolvency - proceedmgs or be treated as acceptable alt r_nauves to
bankruptcy does not mean _that tb1s recexvershlp satisfies the. deﬁmtlon of
fore1gn proceedmg in the ' bss-Border Insolvency Regulatlons 2006

ix) The general body of common law or eqmtable prmclples which’ bear_; qn the
appointment of a receiver and-the conduct of a receivership is not “a law
relating to insolvency” since it applies in many different situations many (if
not most) of which’ have nothmg to do with 1nsolvency, and many of the
pnnczples leave a good deal to dxscreuon

1 do not say that any one of these factors is decisive, but cumulatlvely they lead to
only one conclusion. I hold, therefore, ‘that the rece1versh1p is not a “foreign
proceeding”. 1 would also hold that since the Receiver has not yet been authorised to
administer the liquidation or reorganisation of SIB he is not yet a “foreign
representative” as defined, even if the recelvershlp is a “foreign proceeding”. It

. follows that the receivership cannot be recognised under the Cross Border Insolvency

Regulations 2006.

Is the Antignan liquidation a foreign proceeding?

86.

87.

88.

Mr Isaacs said that if the receivership was not a foreign proceeding, then nor was the
Antiguan liquidation. It is common ground that the Antiguan liquidation is a
collective proceeding, and that the Liquidators were appointed to liquidate the assets
of SIB. But Mr Isaacs said that the Liquidators were not appointed pursuant to a law
relating to insolvency. SIB was established under the International Business
Corporations Act (Cap 222 of the Laws of Antigua and Barbuda). Part IV of the
International Business Corporations Act is, generally speaking, a law relating to
insolvency and I did not understand Mr Isaacs to dispute that. His point was that

‘because the petition was founded on section 300 alone, in which insolvency does not

feature as a ground, the Liquidators were not appointed pursuant to a law relating to
insolvency.

The Liquidators were originally appointed as Receiver-Managers. In their report to
the court in that capacity they stated that their investigations led them to conclude that

'SIB was insolvent and that it was not capable of being reorganised via the

receivership.  They therefore recomimended that SIB should be placed into
liquidation. A petition was.therefore presented by the FSRC. Mr Paul Ashe and Mr
Harnilton-Smith swore affidavits in support of the petition. Mr Ashe verified the
petition. Paragraph 6 of the petition stated:

“Information gleaned from the Bank’s report to me and its
Management accounts for the year ended December 31, 2008
led your Petitioner to conclude that the realisable value of the
Bank’s assets were or would shortly have become less than the
aggregate of its liabilities.”

The petition also stated (§ 13) that the petitioner was “wholty convmced that the Bank
is insolvent”. It concluded (§ 17) that:

"
|
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93.

94.

9s.

“In the premises it is just and equitable that the Bank be
liquidated and dissolved.”

The petition prayed for a winding up pursuant to section 300 of the International
Business Corporations Act (Cap 222 of the Laws of Antigua and Barbuda).

Mr Hamilton-Smith’s affidavit supported the petition. He repeated the Receiver-
Managers® belief that SIB was insolvent.

Mr Isaacs’ point is this. The section under which the FSRC prayed for a winding up
order enables such an order to be made where the company in question has failed to
comply with regulatory requirements. Insolvency is not a ground for winding up
under that section. - However, the order of Harris J made on the pefition not only
recites that the court was satisfied that the conditions set out in section 300 had been
met, but also recites that the court had considered the evidence adduced in support of
the petition and tha the court:

“... having determined that in the circumstances it is just and
equitable that [SIB] be liquidated and dissolved under the
supervision of this Court pursuant to the Act.”

The formal order that the court made was that SIB be liquidated and dissolved under
the supervision of the court “pursuant to the provisions of the International Business
Corporations Act ..,”

In his written judgment on the petition Harris J said (§ 61):

“I am satisfied that the breach under s. 300 is made out and
further to this considered the final question: having been
satisfied that the grounds' for winding up and dissolution have
been made out, should the court grant the order sought.
Both counsel directed the court to the obvious insolvency and
international crisis arising from it. Further, Mr Nigel
Hamilton-Smith ... testified to the effect that no other
arrangement under the act nor would the re-organization of SIB
serve a useful purpose.”

It is, in my judgment, clear from the court’s order and the judgment of Harris J that it

was not basing the order on section 300 alone. It made the order because, having :

considered the evidence, it concluded that it was just and equitable that SIB be wound
up. An important part of the evidence was that SIB was insolvent and could not be
reorganised via the receivership. In my judgment at least one of the reasons why
Harris J made the order that he did was that he was satisfied that SIB was insolvent.

I hold, therefore, that the Liquidators were appointed pursuant to a law relating to
insolvency and that they are entitled to be recognised as foreign representatives of a
foreign proceeding.
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Main proceeding or non-main proceeding?

9.

97.

98.

Whether the qumdators are recogmsed as represehtat:ves of a mam proceedmg or a
non-main proces | e_“’COMI of SIB. Tt is only if
Antigua that the Antiguan “hquldatzon will be a main proeeedmg"' 1 have‘?already set
out my understandmg of the general principles that: apply in determining the COMI of
a corporation. Inow apply those pnnc1p1es to the facts. T

SIE’s registered office was in Antigua. Thus it is presumed that 1ts COMI was in

' Anugua. The onus 1s on the Receiver to rebut the presumptlon. SIB was not merely a

. Its physmal headquarters were in Anhgua almost all of its

’ emplojfees ‘Were flocated m Antlgua, its contracts both with mvestors and ﬁnanclal

adv1sers Were govemed by the laws of Anngua, and 1ts marketmg matenal ‘gave
proz mmence 10 its presence in Anugua Cheques from depos1tors were sent 1o Antigua
and’ although wire transfers were not, wire transfers were not made to banks i m the
USA. Private banking facilities were provided from Antigna. It was regulated by
Antiguan regulators and its accounts were andited by Antiguan accountants. In short
its public face was that of an Antiguan corporation. All these features reinforce rather
than rebut the presumption.

On the basis that, as [ have held, the presumption can only be rebutted by factors that
are both objective and ascertamable by third partles, Mr Isaacs relied on the
following: ‘

1) The location of the principal movers of the frand (Sir Allen, Mr Davis and Ms
Pendergest-Holt) was in the USA. This fact (1f it is a fact) is not one that was
ascertainable by third parties.

ii) ~ The location of most of the directors was in the USA and none was in Antigua.
It is true that the nationality of the directors was set out in marketing material
and was thus ascertainable by third parties. But I cannot see that the
nationality of the directors has any significant bearing on the COMI of the
company. Mr Isaacs said that most of the board meetings were held by
telephone. That raises an interesting guestion: if a meeting takes place by
telephone, in what state does it take place‘7 But I do not think that I need to

. answer that question, because the manner in which board meetings took place
would not have been ascertainable by third parties.

iiiy  The principal place of business of SIB was in the USA. What Mr Isaacs relies

on under this head is the marketing of certificates of deposit by financial
advisers; and the provision of services to SIB by other Stanford companies.

However I do not consider that an investor would have considered that a
financial adviser was conducting SIB’s business; and the disclosure statement
made it clear to investors that marketing was not carried out by SIB. The
paperwork for investments was processed in Antigua. When the certificates of
deposit were issued they stated on their face that they had been executed in
Antigua.

iv)  The purchasers of certificates of deposit were all residents and citizens of
countries other than Antigua. This is true. It may also have been ascertainable
by_third parties because SIB’s marketing information said that they did
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V)

Vi)

business with the world. But I do not see that this fact points in favour of any
single state other than Antigna. The presumption cannot be rebutted by an
attempt to demonstrate that Antigua was not the COMI of SIB unless it is also
shown that SIB had a COMI in some other state. It is not possible for a
corporation to have a world-wide COML

The investments were managed outside Antigua, mostly in the USA. This is
true. To some extent this was ascertainable by third parties because SIB’s
marketing material puffed its association with other Stanford companies and
revealed the existence of portfolio management teams, and its accounts
revealed large payments to other Stanford companies as management fees.
But I do not consider that management carried out by other companies under

" contractual arrangements with SIB changes SIB’s COMI. It has chosen to

manage its affairs by outsourcing some functions to others.

The real management of SIB was carried out by employees in the USA. In so
far as this point relies on what was happening behind the scenes, it relies on
facts that would not have been ascertainable to third parties. In so far as it
relies on the location of the financial advisers, I have already dealt with that. Tt
was suggested that the marketing of SIB as part of the Sanford Group
anchored it to the USA; but marketing material for the Stanford Group was
always careful to refer to SIB’s location in Antigua.

The location of books and records relating to the primary business of
investments was in the USA. Books and records relating to the investors
themselves were kept in Antigua. The Liquidators have adequate records in
Antigua to enable them to contact investors and deal with their claims. This
point relates 1o records of investments. The primary records about investments
were kept in the USA although investment summaries were regularly sent to
Antigua. This may be true as far as it goes, but what it shows is that SIB’s
books and records were split between Antigna and the USA.

" SIB’s assets were located outs1de Antigua and mostly in the USA. It is true

2
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89.

that SIB’s investment assets were locaied outside Antigna. But 1t is not true

that they were mostly located in the USA. More assets are located in the UK
and in Switzerland than in the USA. Since its business was the world-wide
investmeni of funds, the location of the investments themselves is not
significant ag regards SIB’s COMI.

In my judgment these features, even when taken together, are not sufficient to rebut
the presumption in favour of Antigua as the COMI of SIB, reinforced as it is by other
objective facts ascertainable to third parties. 1 hold, therefore, that Antigua was the
COMI of SIB and that, in consequence, the Liquidators are entitled to recognition as
foreign representatives of a foreign main proceeding.

Recognition at common law?

100.

Mr Joseph submitted that if the Receiver failed in obtaining recognition under the
Cross-Border Insolvency Regulations (as I have held he has) that was an end of the
matter. The Regulations contain a complete code which leaves no room for the
application of the common law. In my judgment this statement goes too far. The
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101.

102.

103.

104.
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Regulations themselves recognise expressly that they do not apply to a wide variety of 2 3 8

corporations.’ There is a Tong list of excepuons in Article 1 2, runmng from water and
sewerage undertakmgs through buﬂdmg soc1etes ‘and credit mstlmtlons to

concessionaires ‘of the Channel Tunnel. " If corporatlons of th15 kmd ‘are expressly -

excluded from the ambit of the Regulatxons, it'is ‘difficult to see that Parliament
intended, that there should be no cross-border co-operation at all. In those
circumstances the common law must remam in bemg If(as1 thmk) the common law
remains in bemg as regards corporauons that are expressly excluded ﬁ'om the ambit of
the Regulations, it must surely also continue to exist as regards“ entities that fail to
satisfy the definition of “forelgn representaiive’ In iy judgment the Regulations

supplement the common law; they do not extmgmsh it.

There is little authority on the circurmnstances in which the court will recognise the title
of a receiver appointed by a foreign court to assets within this jurisdiction. In
Schemmer v Property Resources Ltd [1975] Ch. 273 Goulding J refused to recognise
a receiver appointeéd by a US court on the application of the SEC. He said (p. 287):

“I shall not attempt to define the cases where an English court
will either recognise directly the title of a foreign receiver to
assets located here or, by its own order, will set up an auxiliary
recejvership in Engla.ncl To do either of those things the court
must previously, in my judgment, be satlsﬁed of a sufficient
connection between the defendant and the Junsdmuon in which
the foreign receiver was appointed to justify recognition of the
foreign court's order, on English conflict pnnc1ples as having
effect outside such jurisdiction.”

On the facts he held that there was no sufficient connection because:

i) The comp_any in question was not made a defendant to the American
proceedings, and there was no evidence that it has ever submitted to the federal
jurisdiction;

it) It was not incorporated in the United States of America or any of their states or

territories;

iii) - There was no evidence that the courts of the place of incorporation would
themselves recognise the American decree as affecting English assets;

tv)  There was no evidence that the company carried on business in the United
States of America or that the seat of its central management and control has
been located there.

However, Goulding J did not say that he would have recognised the receiver’s fitle if
one or more of those features had been established.

Mr Zacaroli accepted that the common law continued to exist as regards entities that
fail to satisfy the definition of “foreign representative”, but said that the common law
was there to supplement the Regulations; not to trump them. If it is established (as
here) that a liquidator has been properly appointed in the place of incorporation of a
corporation, with the power and duty to collect assets on behalf of all creditors, then
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107,
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barring exceptional circumstances, the liquidator should be left to get on with his job
without outside interference from others. That would promote the general policy of
universalism; namely that there should be one collective proceeding in which all
creditors are entitled to participate, irrespective of where they are located: Cambridge
Gas Transportation Corporation v Official Commitiee of Unsecured Creditors of
Navigator Holdings ple [2007] 1 AC 508, § 16.

I accept this submission. In my judgment the Receiver should not be recognised in so
far as his appointment deals with the assets of SIB. -

So far as the other Stanford entities and the Sir Allen are concerned, the only

argument that recognition should be refused was the argument that recognition at -

common law has not survived the Cross Border Insolvency Regulations. No one has
argued that the Receiver should not be recognised at commion law if, as I have held,
that jurisdiction has survived the Cross Border Insolvency Regulations. I am satisfied
that Sir Allen is a US citizen and that the District Court had jurisdiction to appoint a
receiver over his assets. His connection with the USA is substantial and the Receiver
ought to be recognised in this jurisdiction.

STCL has its registered office in Antigua. Unlike SIB, however, the bulk of its
employees were located in the USA, and its business was carried on in the USA. Iis
brokerage accounts weré maintained in the USA and in brokerage houses in Latin
America. In those circumstances I consider that there was a sufficient connection
between STCL and the USA to justify recognition of the Receiver in this jurisdiction.
Other Stanford entities are incorporated in states of the USA, and in their case the
substantial connection with the USA is plain,

Relief to be granted

108.

109.

The main contest under this head is which of the Receiver and the Liguidators should
take control of SIB’s assets within the jurisdiction and, if the Liquidators, whether
they should be permitied to remit those assets (or any realisation of them) to Antigua.
In view of the policy in favour of a single liquidation I consider that the Liquidators,
who have been properly appointed as liquidators by the courts of SIB’s place of
incorporation, should take possession of SIB’s assets within the jurisdiction and that
they should be permitted to remit those assets (or any realisation of them) to Antigua.

The precise terms of the relief to be granted to the Liquidators; and the precise terms
of the relief to be granted to the Receiver over the assets of the other Stanford entities
and the personal Defendants will be a matter for discussion or argument when this
judgment is handed down.
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Court File No. CV-09-8373-00CL
- . ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
BETWEEN:
— DYNASTY FURNITURE MANUFACTURING LTD., SHAFIQ HIRANI,
HANIF ASARIA, DINMOHAMED SUNDERJT and 2645-1252 QUEBEC INC.
Plaintiffs /
o Moving Parties
- - ™ o refemsdto inthe e
This Is Exhibit referred o i -
' THE, % fO ONTO-DOMINION BANK
affidavit Of..... wﬁiﬁoﬁ&d\g%y\ @1}%&
-~ sworn before me, this (2 - D;fencliant/
02Y Ofecccnsconeeos Qc:a.,rﬁfzolﬁ . Responding ar§y
- IA CON’??VBSS};NE? FO@TW S Ni%r’iﬁ:“:‘m“OF MARCUS A. WIDE
— : (Sworn May 30, 2014)
. I, MARCUS A. WIDE, of Grant Thornton (British Virgin‘ Islands) Ltd., of the City of
. Tortola, British Virgin Islands, MAKE OATH AND SAY:
1. This affidavit is sworn in my capacity as a court-appointed liquidator of Stanford
- International Bank Limited (“SIB”) and as a plaintiff in the related action bearing court file
. number CV-12-9780-00CL (the “SIB Action™) that I have commenced atong with my colleague,
j Hugh Dickson (together, the “Joint Liquidators”™), agaihst The Toronto-Dominion Bank (“TD
— Bank™).
. o
. 2. In November or December 2011, the Joint Liquidators entered into an agreement with the

: ‘ : plaintiffs in the within action (the “Dynasty Action”) whereby the plaintiffs in the Dymasty
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Action assigned any and all proceeds that may arise under the Dynasty Action to the Joint

Liquidators (the “Assignment Agreement”).

3. As a result of the foregoing, I have knowledge of the matters to which I depose in this

affidavit, except where my statements are of my information or belief, in which case I have

‘identified the source of that information or belief and I believe the statements to be true.

I.  EARLY STAGES OF THE DYNASTY ACTION
4. [ am aclvised by Nathan Shaheen .of Bennett Jones of the following events that occurred

in the course of the Dynasty Action prior to the execution of the Assignment Agreement.

5. The statement of claim in the Dynasty Action was issued and served on August 26, 2009.
In the statement of claim, the plaintiffs in the Dynasty Action seek damages from TD Bank in
connection with its provision of correspondent banking services to SIB. A copy of the statement

of claim is attached as Exhibit “A” to this affidavit.

6. In response to the statement of claim, TD Bank brought 2 motion pursuant to Rule 21 of
the Ontario Rules of Civil Procedure to strike portions of the statement of claim. That motion

was heard by the court on November 9, 2009. The motion was argued on the basis of the

statement of claim as pleaded.

7. 1 am advised by Jim Sunderji, President of the plaintiff, Dynasty Furniture Manufacturing
Ltd., that the statement of claim' contained éll relevant facts known to the plaintiffs in the
Dynasty Action as of the date it was issued and that.no further facts were learnea by the plaintiffs
prior to the motion to strike. At that time, the facts known to the plaintiffs and pleaded were

minimal. The plaintiffs did not have access to any records held by TD Bank or SIB.

k
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8. On January 21, 2010, the court rendered its judgment in respect of TD Bank’s motion to )

strike. Among other things, the court struck the portions of the statement of claim alleging a duty
of care on the basis of “constructive knowledge” on the facts as pleaded at that time. A copy of

the court’s judgment in respect of TD Banl’s motion to strike is attached as Exhibit “B” to this

affidavit.

8. The plaintiffs in the Dynasty Action appealed. The hearing of the appeal took place on

July 12, 2010.

10.  On July 20, 2010, the Court of Appeal rendered its judgment. It d.ismissed the appeal. In

doing so, the Court of Appeal held,'among other things, that it was doing so “on the facts, as
bleaded in this case” and that it was not deciding “wheth;ar a bank may ever be found to have a
duty to a non-custorer in circumstances where it does not have actual knowledge (willful
blindness or recklessness) of the frauc-iulen;c activities being conducted through an account of its

customer.” A copy of the Court of Appeal’s judgment in respect of TD Bank’s motion to strike is

attached as Exhibit “C” to this affidavit.

11.  The plaintiffs in the Dynasty Action issued an-amended statement of claim on November

2, 2010 and served it on November 4, 2010. T am advised by Mr. Sunderji that, at that time, the’
plaintiffs had no further relevant information in respect of their claim than at the time the action

was commenced on August 26, 2009. A copy of the amended statement of claim is atfached as

‘Exhibit “D” to this affidavit.

12.  TD Bank delivered its statement of defence in the within action on December 15,2010, A

copy of the statement of defence is attached as Exhibit “E» to this affidavit.
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13..  Following delivéry of TD Bank’s statement of defence, the -parties negotiated and

. eventually agreed to the terms of a discovery-agreement dated October-11, 2011 (the “Discovery

Agreement™). A copy of the Discovery Agreement is attached as Exhibit “F” to this affidavit.

14. I am advised by Mr. Shaheen thai no ppoductio'ns have been exchanged between the
- plaintiffs in the Dynasty Action and TD Bank.

IL THE JOINT LIQUIDATORS’ CLAIMS AND THE STAYS OF ACTIONS IN
ONTARIO

15.  The Joint Liquidators were appointed by Order of the Eastern Caribbean Supreme Court

dated May 12,2011.

16.  On August 22, 2011, the Joint Liquidators commenced an action in Quebec against TD
Bank (the “Quebec’ Action”). Later that same day, the Joint Liquidators commenced the SIB
Action by way of having a notice of action issued. The Joint Liquidators did not serve the

pleadings in zither the Quebec Action or the SIB Action at that time.

.17. In November or December 2011, the Joint Liquidators and the plaintiffs in the Dynasty

Action entered into the Assignment Agreement.

18.  On February 17, 2012, the Joint Liquidators served an amended pleading on TD Bank in
the Qﬁ_ebec Action. This was the first time the Joint Liquidators had served any cldim on TD

- Bank. -

19. At the Joint Liquidators® request, by way of a judgment dated July 10, 2012, the court

stayed both the SIB Action and the Dynasty Action pending a determination of whether the

waid

-
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Quebec Af:tion would proceed. A copy of the judgment in respect of the stays of the SIB Action

and the Dynasty Action are attached as Exhibit “G” to this affidavit.

20.  TD Bank sought leave to appeal from the Divisional Court in respect of the judgment

staying the SIB Action and the Dynasty Action, which was denied on Octobér 4, 2012. A copy of

the judgment of the Divisional Court is attached as Exhibit “H” to this affidavit.

21, On May 15, 2014, following a dismissal by the Quebec Superior Court of the Quebec

;Action, on consent, the stays of the SIB Action and the Dynasty Action were lifted and those
actions were -ordered to be case managed in-tandem. A copy of the Order lifiing the stays of the .

SIiB Action and the Dynasty Action and providing for joirt case management is attached as

Exhibit “I to this affidavit.

22, As a result of the stay of the Dynasty Action, no steps have been taken in that action

since the parties entered into the Discovery Agreement.

. AVENDMENTS TO THE STATEMENTS OF CLAIM IN THE SIB ACTION
AND THE DYNASTY ACTION

23.  The records that eventually became available to the Joint Liquidators consist of

documents from the period m which TD Bank provided banking services to SIB (early 1990s —
2009), including documents provided by TD Bank to SIB and correspondence between TD Bank

and SIB personnel. It is these documents and information that laid the foundation for many of the

allegations contained in the Joint Liquidators’ pleadings against TD Bank.

24.  Bennett Jones used the documents and information obtained from the Joint Liguidators

for the plaintiffs’ benefit in amending the pleading in the Dynésty Action. To the best of my

264
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knowledge, such documents and information were not otherwise available to the p}aintiffs in the

Dynasty Action.

25.  The Joint Liquidators' fresh as amended statement of claim was filed with the court on

May 16, 2014 and has been served on TD Bank. No defence has been delivered.

26.  Tara advised by Mr. Shaheen that Benneit Jones incorporated the information contained
in the fresh as amended statement of claim in the SIB Action into the proposed fresh as amended
statement of claim in the Dynasty Ac‘.tion,‘which.l have received a copy ;)f and reviewed. 1 am
advised by Mr. Shaheen thata copy of the proposed fresh as amended statement of claim will be

included in the plaintiffs’ motion record.

27. 1 swear this affidavit in support of the motion by the plajnfiﬁ's in the Dynasty Action for
leave to amend their pleading in the form of their proposed fresh as amended statement of claim.
In the circumstances, it is my belief that TD Bank will suffer no prejudice should such leave be

granted.

SWORN BEFORE ME, at Tortola, British )
Virgin Islands this the 30" day of May, 2014 )
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.

A Notary Public MARCUS A. WIDE
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ACTION NO. 0901-05717

‘IN THE COURT GF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

BETWEEN:

DYNASTY FURNITURE MANUFACTURING LTD., SHAFIQ HIRANJ, -
HANIF ASARIA, DINMOHAMED SUNDERJI and 2645-1252 QUEBEC INC.

J S\ \4/ Plaintiffs
This is Exhibit referred fo in ‘the B " -and- .
N sidariof... M3 Qm r\:% %HQJ sch
' svombotore s e %JRBNTO-DOMINION BANK
- ,-J?’L)Mﬁ e 20 :
N Defendant

.......

Affidavit of Zaherali (Jim) Sunderji

o I, ZAHERALI (JIM) SUNDERJL of the City of Calgary, in the Province of Alberta,
‘ MAKE OATH AND SAY: : '

{ 1. I am the President and a director of Dynasty Furniture Manufacturing Ltd. ("Dynasty").

Dynasty is one of five plaintiffs in the within actibp,, and one éf five plaintiffs in the Related
[ . Action (déscribed below) (the plaintiffs are the same in both actions). As such I have direct
Imowledge of the matters deposed herein, except where I have indicated that my knowledge is

| ' based on information provided to me by others, and where so indicated I verily believe such

—_ ‘information to be true.

’ ( The Related Action

. j 2. By statement of claim issued April 17, 2009 in Action No. 0901-05677 in the Court of

— ' Queen's Bench of Alberta (Calgary), Dynasty and its ‘co-plaintiffs sued Stanford International
_ ); . Bank, Ltd. ) ("SIB") and a mumber of other parties, alleging, among other things, that the

~ defendants in that action used an investment scheme to defraud the plaintiffs of approximately

- ij _ . CDN $17.5 million (the "Related Action"). Attached hereto as Exhibit "A" is a true copy of the

. staternent of claim in the Related Action.
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Regarding the mllestlnent scheme, the plaintiffs allege in the Related Action that:

(a)

®

©

(@

Dynasty invested approximately CDN $1 million in the investment scheme in or about-

June 2008 based on misrepresentations made by the defendants in the Related AvthD, and in

the investment scheme was 2 sophisticated Ponzi scheme where SIB and the other
" defendants misrepresented the nature of self-styled "certificates of déposits"

(“CDs ") in order to cause the plmntffs and many other mvestors to mvest monies

' with SIB;

s

the CDs were said to be safe because SIB mvested chent funds primarily in hqmd
financial investments that were monitored by a team of 20—plus analysts and that
those investments were subject to yearly apdﬁs by Antignan regnlators,

the CDs were not as represented. Client funds were not invested primarily in
liquid mvestments or allocated in the manner described in SIB's promotlonal
materials and pubhc reports. Instead, a substantlal portion of those funds were
placed in illiquid investments such as real cstatc and private equity. Further, the
vast majority of the funds invested were not momtored by a team of analysts, but
rather by two people — R. Allen Stanford and James Davis. Moreover, the
Antiguan regulator responsible for oversight of SIB's client investments — the
Financial Services Regulatory Commission — never audited those investments and

never verified the assets SIB claimed in its financial statements; and

investors who received a return on their investment in CDs received their own
money back or the money of other investors. The investment scheme did not

generate the returns that were represented to investors.

pa’rtlcular based on the misrepresentations made by the defendant Faran Kassam, who was a
financial advisor acting on behalf of the corporate defendants in the Related Action. I met with
Mr. Kassam in Calgary in or about June 2008 to open an account for lDynasty and to make the
investment Dynasty did. Dynasty has made no withdrawals from its account with SIB. Attached :
hereto as Exhibit "B is a true copy of Dynasty's Account Application Form with SIB and related

documents. Attached hereto as Exhibit "C" is a true copy of Faran Kassam's business card.

- .

(-

(-
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5. . Per Mr. Kassam's instruction, Dynasty paid its CDN $1 million to invest in CDs by way
of bank draft. That bank draft was directed to SIB in Antigua, but Mr. Kassam told me that the

_ money would be sent from there to Toronto-Dominion Bank ("TD Bank") in Canada, where it

would be invested and held in the form of CDs. Attached hereto as Exhx"bﬂ "D" is a true copy of

" Dynasty's bank draft for CDN $1 million dated June 27, 2008.

6. I am advised by my co-plaintiffs, Dimnoﬁaqu Sunderji, Dr. Hanif Asaria, and Daniel
Pelletier on behalf of 2645-1252 Québec Inc., thet they too directed their investment funds fo
SIB via TD Bank. .

7. I am advised by my co—p]am’nff Shafig Hu'am that the withdrawals he made from his
SIB account were via TD Bank.

The Within Action (aka: the Bank Action)

8. . By statement of claim issued April 17, 2009 in the within action, Dynasty and the four -
other plaintiffs sued TD Bank secking interlocutory disclosure of, among other'thiﬁgs, account
details and amounts related to monies being held at TD Bank on behalf of SIB, the other
defendants .in the Related Action, and investors such as Dynasty (and the other plaintiffs herein)
who purchased CDs. The plaintiffs also sesk ipterloéutory disclosure from TD Bank of any
documents relating to its role as correspondent bank for SIB. The final relief sought by the
plaintiffs in the within action is an order decla:fng that any monies held by TD Bank are to be
held in trust for the plaintiffs in the within action. Attached hereto as Exhibit "E" is a true copy

of the statement of claim in the within action.

The Two Receivers.

9. By Order of the United Stated District Court for the Northern District of Texas (Dallas |
Division) (the "Texas Court") dated February-16, 2009, Mr. Ralph Janvey of Dallas, Texas was
appointed Receiver over the Receivership Assets (as defined in the Order) and Receivership
Récor'ds (also as defined in the Order), being, among other things, all of the assets of whatever
kind, wherever located, of SIB, Stanford Group Company, Stanford Capital Maﬁagement, LLC,
R. Allen Stanford, James M. Davis and Laura Pendergest-Holt (the "US Receiver"). Attached -
hereto as Exhibit "F” is a true copy of the Texas Court's Order dated February 16, 2009.
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10. The Texas Court‘s Order dated February 16 2009 Was amended March 12, 2009.
' Attached hereto as Exbiblt "G" is a u'ue copy of the Texas Court's Order dated ‘March 12,2009.

11. The Texas Court purports in the above-noted Orders te assume exelusive jurisdiction

over the matters set ot in those Orders.

12 On February 19, 2009, Messts. Nigel Hamilton-Smith and l;eter Wastell of Vantis
Business R_ecovery Services in the United Kingdom, were appointed as Joint Receiver-Managers
of SIB by the Financial Services Regulatory Commission of Antigean Seﬁarat‘ely, their
appointment as Receiver-Managers was made by order of the High Court of Antigna on Febreary
26, 2009 (the "UK Receivers"). Attached hereto as Exhibit "H" is a rrue copy of the UK
Receivers' Report to the Antiguan High Court dated March 16, 2009, which confirms these
appointments (the UK Receivers' Report").

The UK Receivers' Report

13.  The UK Receivers' Report is an interim report from the UK Receivers to the High Court

of Antigua on the affairs of SIB. That report indicates, among other things, that:
(a). as of February 18, 2009, TD Bank held US$ 18,918,662 of investor monies (see
© page8);
(b)) SIB has outstandirrg investor liability balances totalling sorme US$7.2 billion (see

page 10);

(c)  SIBisinsolvent and is not capable of being reorganized via receivership (see page
11); and '

-

(d  the Antiguan authorities do not legally recognize the US receivership, and whilst

the basic idea of co-operation appeared to be welcome by the US Receiver, little

cooperation has occurred (see page 3).

i ]
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The US Receiver's Report dated April 23,2009 (the "US Receiver's Report")

14,  The US Receiver's Report is an interim report to the Texas Court and the defendants in
: that action. The US Receiver's Report indicates, among other things, that: .

(@ enalysis of the Stanford companies' financial records and operational data
revealed that all major Stanford U.S. financial businesses depended upon
continued CD sales and/or other allegedly fraudulent activities (see page 8);

(t)  the US Receiver determined that almost all U.S. business operations should be

ceased to reduce the ongoing costs of unprofitable operations (see page 9); '

. (¢) it appears that the total value of the estate is likely to be only a fraction of the,_tbtal
. amount that would be neéded to pay all outstanding CDs and other anticipated
claims against the estate (see page 13); '

(d) it appears that during the last year, and probably for longer than that, SIB assets
: : -were inadequate to cover amounts of SIB's liabilities on its issued and outstanding

CDs as those li.abiliﬁes. cameé due (see page 13);
(e the CDs are frandulent products (see pages 14, 35 and 40);

o ()  -many employees of the Stanford companies were victims of the fraud (see pages

16 and 17); and

— (g)  the US Receiver has found it necessary to oppose the UK Receivers in court in
multiple jurisdictions (see page 21), and the US Receiver believes that it should
be recognized as the main or primary proceeding in relation to SIB (see page 19).

Attached hereto as Exhibit "I" is a true copy of the US Receiver's Report.

" UK Receivers come to Canada

‘ g! 15.  On April 6, 2009, the UK Receivers brought a without notice motion in the Superior
] Court of Québec (Commercial Division) seeking, among other things, an Order to be recognized |
. pursuant to sections 267 and seg. of the Ban]crupt;r;y and Insolvency Act, R.3.C., 1985, c. B-3 as
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6

Joint iReceivers-ManagerS of SIB and Stanford Trust Company Limited. That Or&_er-Wgs granted
on April 6,2009. Attached hereto as Exhibit "J" is a true copy of that Order.

16. I am advised by my solicitors that the US Receiver's Ontario solicitors have stated that
the US Receiver intends to bring a motion to have the Court of Québec's April 6, 2009 Order set

- aside,

17, 1am not aware of any Order of any court in Canada recognizing tﬁe US Receiver Order.,

The US Receiver sues 66 financial advisors

{8. By Complaint dated Apiil 15, 2009 filed in the Texas Court, the US Receiver
commenced civil proceedings against 66 financial advisors formerly employed by Stanford
Group Company. The basis for the complaint is that US$ 40 million of commissions, front-end

Joads and other compensation was paid to these financial advisors "for soliciting their clients to

purchase fraudulent certificates of deposit from SGC's affiliate, Defendant Stanford Ii:temaﬁonal. '

Bank, Ltd. ("SIB")". Attached hereto as Exhibit "K" is a true. copy of the US Receiver's April
15, 2009 Complaint.

The Attorney General of Ontario's without notice Motion in Ontario

19. On.Aprii 24, 2009, the Attorney General of Ontario brought 2 without notice motion in
- the Ojntaﬁ? Supeﬁor' Court 6f Justice sécldng, among other things, to have the monies being held
by TD Bal-_ﬂc (and TD Waterhouse) on behalf of SIB (and Stanford Gfoup Company, Stanford
Capital Managemént, LLC, R. Allen Stanford, James M. Davis, Laura Pendergest-Holt, Stanford

Financial Group and Stanford Financial Group Bldg, Inc.) paid into court pursuant to certain

- provisions of the Civil Remedies Act (Ontatio). The Order sought was granted, and my solicitors

advise me that TD Bank has paid the money to the Ontario Superior Couﬁ of Justice (f.e., the
" US$ 18,918,662 TD Bank held as of February 18, 2009). Attached hereto as Exhibit "L" is a
true coﬁy of the Attorney General of Ontario's notice of motion dated Ai:ril 24, 2009. Attached
hereto as Exhibit "M" is a true copy of the Ontario Superior Court of Justice's Order dated April

- 24,2009,
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20.  Ibelieve that the monies being held by TD Bank, or rather, that have beeh recently paid
into court by TD Bank, are the same monies as were paid by me (via Dynasty) and my co-
plaintiffs to. TD Bank in order to invest in CDs offered by the defendants in the Related Action
pursuant to their investment scheme. I do not wis.h to se¢ those monies paid.to the UK
Receivers, the US Receiver, the Attorney General of Ontario or anyone else, but rather to miec and
my co-plaintiffs, whose money ft is. We Canadian investors paid our money to TD Bank, and
while those monies were supposed to be Transférred to SfB in Antigua, I believe this was not
done and that, accordingly, most if not all of our money re:guained with TD Bank.

2. We plamtlffs in the within action require disclosure from TD Bank in order to prove that

we are the legltzmate owners of the aforesaid funds, and to understand the patare and extent of

the relationship between SIB (and the other defendants in the Related Actlon) and TD Bank, all

of which impacts our recovery rights.

Urgency of the Motion v'

22. Accbrding to the Attomey Géneral of Ontario's Notice of Application' dated April 24,
2009, in which application its motion to have TD- Bank pey the aforesaid funds into court was
brought, the Attorney General of Ontario states it will be seeking to have those monies forfeited -
to the Ontario Crown at a hearing scheduled for May 22, 2009. As Dynasty and the other co-
pla;intiffs hérei_n believe themselves to be the l'egitimate. owners of that money, obtaining
disclosure from TD Bank as to the oﬁgins of those funds is a matter of urgency. Attached hereto
as Exhibit "N" is a true copy of the Attorney General‘ of Ontario's Notice of Application dated
April 24, 2009.

23. I swear this affidavit in support of a' motion for interlocutory disclosure from TD Bank, as
set out in paragraphs 1 and 2 of the statement of claim in the within action.

S’—)N’Q"‘g'gé before me at the City of ) ’ .ob
S in the Province of Ontario, this ) :
12 day of May, 2009. ) 4 _
. . ) '
% " ] ) ‘

'A Comrnissioner, etc, ZAHERALI (JIM) SUNDERJI
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sworn beforg-mg, this . ):- S’
day of!?/iof\ Mj ; 20]

==e ACTION NO. 0901-05717

— . ‘-..etp @;\ms
AGOMMISSIONER FOR TAKING AFF Sworn June 2, 2009

IN THE COURT OF QUEEN'S BENCH OF ALBERTA
JUDICIAL DISTRICT OF CALGARY

BETWEEN:

DYNASTY FURNITURE MANUFACTURING LTD., SHAFIQ HIRANI,
HANIF ASARTA, DINMOHAMED SUNDERJI and 2645-1252 QUEBEC INC.

Plaintiffs
<and -
TORONTO-DOMINION BANK

Defendant

Affidavit of Zaherali (Jim) Sunderji

I, ZAHERALI (JIM) SUNDERJI, of the City of Calgary, in the Province of Alberta,
MAKE OATH AND SAY:

1. I am the President and a director of Dynasty Furniture Maﬁufactun'ng Ltd. ("Dynasty").
Dynasty is one of five plaintiffs in the within action, and one of five plaintiffs in the Related
Action. As such I have direcf knowledge of the matters deposed herein, except where I have
indicated that my knowledge is based on information provided to me by others, and where so

indicated I verily believe such information to be true.

2. This Affidavit is supplemental to the Affidavit I swore in this Action on May 12, 2009.

Defined terms used in this Affidavit shall have the same meaning as in my previous Affidavit.

Further Evidence of TD Involvement

3. Attached hereto and marked as Exhibits "A" and "B" respectively are two emails and the
attachments thereto sent to me by Mr. Kassam at the time I was preparing to make my

investment with SIB. -As can be seen, Exhibits "A" and "B" provide information on wire

‘WSLegah036521\0001 1\5331322v1
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transferring these investments into certain accounts; those accounts are located at the TD Bank.

Specifically, the account numbers listed are:
(a) 360012161670 (US funds account); and
(t) 360012161573 (Canadian funds account).

4. As mentioned in my previous Affidavit, I undcr#tand that the Attorney General of
Ontario is attempting to have somewhat in excess of $20 million previously held by the TD Bank
forfeited to the Ontario Crown. Attached hereto and markéd as Exhibit "C" is a copy of what I
understand to be Exhibits "E1" to "ES" to the Affidavit of Lori Blaskavitch, sworn May 21, 2009
and filed in support of the Attorney General of Ontario’s Motion. Among other tﬁings, thosp
records show that in response to the April 24, 2009 Order of the Ontario Court (Exhibit "M" to
my previous Affidavit) the TD Bank wired certain amounts into the Ontario Court from a
number of TD Accounts including, in particular, Accounts 360012161670 and 360012161573.
Indeed, it appears that the vast majority of the funds previously held by the TD Bank in accounts
in SIB's name as reflected in these documents came from these two accounts, which are of

course ths same two accounts as Mr. Kassam referred to respecting my own investment.

ozl

f——

5. Based on'the foregoing; I believe that it is even more likely that my investment funds (as
well as potentially the funds from the other Plaintiffs) are included in the amounts previously
held by the TD Bank: ‘ |

6. While I understand from my counse] that the Ontario Attorney General is attempting to
proceed with its application to have all of the TD Bank funds forfeited to the Ontario Crown
(some' of which funds may be mine), I also understand ﬂ;at such particular dispute has been
adjourned while the US Receiver and UK Receiver (or perhaps more accurately the Antignan
Receiver) engage in litigation in both Oﬁtario and Quebec in order to determine who will be
recognized as the receiver of the assets of SIB in Canada. I further understand that such
applications will not be dstermined earlier than August 2009, although I am advised by my
counsel that there are motions in Ontario returnable June 24, 2009 by the Antignan Receivers
and the US Receiver for standing in the Ontario Attorney General‘s'.proceeding there. As I
believe that the funds previously held by the TD Bank may be mine, I do not wish to wait while

TIIET L AT LE” IAAANT T T Y T




the two Receivers litigate as to each other's anthority in other jurisdictions. Rather, T wish to
obtain the source records from the TD Bank so that, if and when the "correct" Receiver is

recognized, I will be in a position to advance my claim against the funds without further delay. -
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SWORN BEFORE ME at the City of )
Calgary, in the Province of Alberta, this )
2™ day of June, 2009. ) ’

/Z )

) /L
\}\

A COMMISSIONER FOR OATHS ) ZAHERATI (I];‘M) SUNDERIJI
in and for the Province of Alberta )

MICHAEL D. MYSAK

Batrister and Solisitor

WSLegal\036521\0001115331322v1






Court of Queen’s Bench of Alberta

Citation: Dynasty Furniture Manufacturing Ltd. v. Toronto-Dominion Bank, 2609 ABQB
388

Date: 20090624
Docket 0901 05717; 0901 05677
Reglstry Calgary

.Between:
Dynasty Furniture Manufacturing Ltd.,
Shafiq Hirani, Hanif Asaria, Dinmohamed Sunderji
and 2645-1252 Quebec Inc.
Plaintiffs
-and -
Toronto-Dominion Bank ‘

.Defendant
Action No, 0901 05677

And Between:

Dynasty Furniture Manufacturing Ltd. Shafia Hirani,
Hanif Asaria, Dinmohamed Sunderji and 2645-1252 Quebec Inc.

Plaintiffs
- and -

Stanford International Bank Ltd., Stanford Group Company,
Stanford Capital Management, L1.C, R. Allen Stanford,
James M. Davis, Laura Pendergest-Holt, Faran Kassam,
Alain Lapointe, ABC Corp. 1 to 9, John Doe 1 to 9
and Jane Doe 1 to 9 and other Entities and Individuals
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sworn before me, this

...................................................

A COMMISSICNER FOR TA-\EI\«: AF_ Dn-/IT:-
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Reasons for Judgment : - .
of the
Associate Chief Justice
Neil Wittmann

Background

[1] The same Plaintiffs in two actions are the applicants before the Court. The Plaintiffs are
four Alberta investors and one Quebec investor in the Stanford International Bank Ltd. (“SIB”),
a corporation that, together with Stanford Group Company, Stanford Capital Management LLC,
R. Allen Stanford, James M. Davis and Laura Pendergest—Hblt (collectively, “the Stanford
Group™) is accused of orchestrating one of the larger and more notorious Ponzi schemes in
recent history. SIB is headquartered in Antigua and until recently conducted business largely in
the United States, but maintained an office in the province of Quebec. The Plaintiffs sued SIB,
the Stanford Group and others on April 17%, 2009 (the SIB Action). No defence has been filed.

2] The Plaintiffs also sued the Toronto-Dominion Bank (“TD Bank™), on April 21, 2009
(the TD Bank Action). In the TD Bank Action, the Plaintiffs have applied for an order allowing
them to review and examine all bank accounts, investment accounts and related bank and credit
records and other documents with respect to any assets on deposit with the TD Bank or its
affiliates. This type of order is commonly referred to as a Norwich order, derived from Norwich
Pharmacal Co and others v. Commissioners of Customs and Excise, [1973] 2 A1l ER 943
(H.L.). The ultimate relief claimed is an order declaring that the TD Bank holds all or some
portion of monies the Plaintiffs describe as trust funds 1nvcsted through the TD Bank as a
corresponding bank and in favour of the Plaintiffs.

[3] The Plaintiffs allege that collectively they have invested over $17 million with SIB since
2005. The Stanford Group maintained several TD Bank accounts in Ontario, and recent
investigations by SIB receivers appointed by courts in Texas and Antigua revealed some $20
million to be held there. The Plaintiffs have applied to examine TD Bank records in an effort to
trace their funds and so have brought an application to compel the Defendant TD Bank to
provide, in essence, all of its records relating to the Stanford Group. A cross-motion has been
brought by the Receiver appointed by the United States District Court in Texas, who seeks a stay
of the TD Bank Action as well as a stay in the SIB Action against, inter alia, the Stanford Group.

Timeline of Proceedings:

[4] Or. February 16, 2009, the United States Securities and Exchange Commission filed for
emergency civil enforcement action in the United States District Court for the Northern District
of Texas. District Court Judge Reed O’Connor issued a freeze order and restrained all banks
and/or financial institutions holding accounts in the name or for the benefit of the Stanford
Group from engaging in any transaction or disbursing any funds without further order of the
court. The order also required all banks and financial institutions to take the steps necessary to
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repatriate to the United States the funds of defrauded investors. In a separate order, Judge
O’Connor appointed Mr. Ralph Janvey (“the U.S. Receiver”) as receiver to take control and
possession of the assets of the Stanford Group companies and the District Court assumed
exclusive jurisdiction of the assets wherever located.

[5] On February 19, 2009 the Antiguan Financial Services Regulatory Commission
appointed Mr. Peter Wastell and Mr. Nigel Hamilton-Smith (“the Antigua Receivers™) receivers
of all of the undertakings, property and assets of SIB.

[6] On February 25, 2009 the Plaintiff Dynasty Furniture Manufacturing Ltd. (“Dynasty™)
filed a class action in this Court against the Stanford Group and a number of other parties, and on
March 6, 2009, notice of this action was provided by Dynasty’s counsel to the Antiguan and U.S.
Receivers. This action was discontinued by Dynasty on March 30, 2009.

[7] On April 6, 2009, upon an ex parte application, the Quebec Superior Court, Commercial
Division recognized the appointment of the Antiguan Receivers and appointed them foreign
representatives, per s.267 of the Bankruptcy and Insolvency Act. The Order of the Quebec
Superior Court (“the Quebec Recognition Order”) granted the Antiguan Receivers the power to
take into custody and control all property, undertakings and other assets of the SIB and Stanford
Trust Company Limited.

" [8]  OnApril 17, 2009, Justice David Harris of the Eastern Caribbean Supreme Court, upon
application by the Antigua Receivers, issued an Order authorizing the liquidation of SIB and
appointing the Antigua Receivers the liquidators of SIB (“the Winding Up Order”). Under the
Winding Up Order, the Antigua Receivers were empowered to take possession of all of the
assets of SIB, wheresoever located. The Winding Up Order further stayed all proceedings
against SIB, wheresoever initiated. On the same day, the Plaintiffs filed the SIB Action. The
Plaintiffs filed the TD Bank Action, seeking equitable discovery of records in the possession of
TD Bank, April 21%, 2009.

(9] On April 24, 2009, the Attorney General of Ontario applied ex parte and obtained a
Preservation Order from Justice Campbell of the Ontario Superior Court, under the Civil
Remedies Act, 2001, requiring funds held by the TD Bank in SIB-related accounts to be paid into
Court. More than $20 million was paid, including monies from the two accounts identified by the
Plaintiffs as being the accounts into which the Plaintiff Dynasty’s funds were wire transferred.
The Plaintiffs have obtained an order from Justice Campbell of the Ontario Superior Court,
granting them standing in the Ontario proceedings. The U.S. and Antiguan Receivers have filed
motions to obtain standing before the Ontario Superior Court. That matter is scheduled to be
heard by Justice Campbell on June 24, 2009. Counsel before me indicated an adjournment is
likely, because the U.S. Receiver has challenged the Quebec Recognition Order and its motion to

overturn that Order is scheduled to be heard by the Quebec Superior Court on August 4 and 5,
2009.

The Applications
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[10] The Plaintiffs, in support of their apphcatlon fora Norwzch order filed the Affidavit of
Zaherali (Jim) Sunderji, the President of the corporate Plalntlff Dynasty Also filed was the
cross-examination of Sunderjl on his Affidavit by counsel for the U.S. Receiver and the TD
Bank. Extensive briefs of law and argument were filed by the Plaintiffs in support of their
application as well as by counsel for the TD Bank and the U.S. Recelver

[11] Asthe a:rgu:ment cvolved all counsel agreed that a stay in the SIB Action was
appropriate, at least as against the Defendants represented by the U.S. Receiver. That position
may change depending on the results of the apphcatlon by the U. S. Receiver challenging the
Quebec Recognition Order which, as stated above, is not scheduled to be heard in Quebec
Superior Court until August, 2009.

[12] The remaining contested issue before me was whether this Court ought to grant equitable
discovery to the Plaintiffs. This issue was vigorously advanced by the Plaintiffs and opposed
with equal vigour by counsel for the TD Bank. Counsel for the U.S. Receiver and the Antiguan
Receivers both made oral submlss1ons at the hearing but the Antlguan Receivers did not file any
written materials.

Submissions of Counsel

[13] The Plaintiffs cited a number of authorities in favour of this Court granting them
equitable discovery of the TD Bank records. Foremost amongst them was Alberta (Treasury
Branches) v. Leahy, 2000 ABQB 575; AB v. CD, 2008 ABCA 51. The thrust of the opposition
included a reference to Leahy and AB v CD. Specifically, the opposition was that a Norwich
order is draconian in effect: para. 15 AB v. CD; and that a Norwich order should only be granted
in Alberta n the circumstances outlined in para. 106 of Leahy which included 2 requirement that
the order must be granted to “find and preserve evidence™ (emphasis supplied) and the third
party must be the only practicable source of the information available.

Analysis

[14] While it may be that the concepts set forth in para. 106 of Leahy represent the law in
Alberta in terms of the factors to be considered in the exercise of the court’s discretion in
granting a Norwich order, I prefer to rest miy decision on more fundamental principles, namely
Jorum conveniens and inter-jurisdictional comity.

[15] Where two or more courts in Canada are exercising jurisdiction, and the same relief by
the same party is being sought in two or more jurisdictions, it is generally inappropriate for the
court in one jurisdiction to make an order affecting the availability of evidence for the use of the
party in an application or proceeding in the other jurisdiction.

[16] This is especially so where there is no evidence or logical or rational argument as to why
the application for obtaining evidence cannot be made and heard in the jurisdiction where the
application will be heard on its merits. The best argument counsel for the Plaintiffs could make
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in this regard, was to articulate, not without some vagueness, that in this case the Ontario
Superior Court would be grateful that another court had enabled the marshalling of evidence
before it and that if the Plaintiffs were to await the proceedings in the Ontario Superior Court,
they might be delayed in obtaining the equitable discovery they desire. The former assertion is
dubious and the latter, although perhaps realistic, is the inevitable result of a court being the
master of its own procedure. It should not, absent unusual circumstances, be subject to the
process direction of another court.

[17] Furthermore, there is no evidence before me that any of the records sought are in any way
confined to or limited to Calgary or Alberta. Even if some of them are, there is no suggestion the
Ontario Superior Court cannot make a direction to the TD Bank for disclosure in accordance
with the application before it.

Decision

[18] As aresult of proceedings initiated by the Attorney General of Ontario, some $20 million
has been paid into Court in that province. The Plaintiffs lay claim to approximately $17.5 million
of that money and seek to establish claims of trust and priority over it. The Plaintiffs do not want
these funds to become part of the pool of assets distributed to the very substantial number of
Stanford Group investors who have suffered losses. This Court is not in a position to decide or
comment upon the merits of the Plaintiffs’ trust claim.

[19] Presently, there are proceedings pending in Texas, Antigua, Quebec and Ontario. Two
receivers have been appointed. The issue of which Receiver is appropriately recognized as the
proper foreign representative in Canada will not be determined until it is heard by the Quebec
Superior Court on August 4 and 5, 2009.

[20] It is not necessary to decide whether the U.S. Receiver has standing. The Plaintiffs have
acknowledged that a stay in the SIB Action is appropriate in view of the proceedings unfolding
in Quebec and Ontario and accordingly a stay of that proceeding is ordered pending further order
of this Court.

[21] The monies in issue are now within the control of the Ontario Superior Court and all
parties have already attorned to that jurisdiction. It is there that the Plaintiffs should pursue their
claim for equitable discovery or, possibly discovery of records pursuant to r.30.10 of the Ontario
Rules of Civil Procedure. The Plaintiffs in argument suggested that an order for equitable
discovery from this Court would assist them in obtaining evidence necessary for the
advancement of a trust claim before the Ontario Superior Court. They have not provided any
compelling reason why this essentially interlocutory order could not, or should not, be obtained
from the Ontario Court itself. The efficient resolution of all claims relating to the Stanford
Group, including the Plaintiffs’ claims, will not be aided by the involvement of another court in
another jurisdiction. Indeed, in the circumstances here, it would be seen as interfering in the
process of another court, whose jurisdiction is not disputed.
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Conclusion

281

[22] The Plaintiffs’ application for a Norwich order is dismissed because this Court declines

to entertain it in the circumstances.

[23] A stay in the SIB Action, action no. 0901-05677 is ordered and a stay in the TD Bank

Action, action no. 0901-05717, is also ordered, pending further order of this Court.

Heard on the 12% day of June, 2009.
Dated at the City of Calgary, Alberta this 24® day of June, 2009.

Neil Wittmann
A.CJ.C.Q.B.A.

Appearances:

A.L. Friend, Q.C.
M.D. Mysak
for the Applicant Dynasty Furniture Manufacturing Ltd.

M.M. Chernos
R.V. Reichelt
for the Respondent Toronto-Dominion Bank

T.J. Mallett
W.W. Mcl.eod
for U.S. Receiver

C.P. Russell, Q.C.
for Antiguan Receivers
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i , . Court File No. CV-09-8154-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

ATTORNEY GENERAL OF ONTARIO
' ' Applicant

- a_nd‘-

The Contents of Various Financial Accounts Held with The

Toronto-Dominion Bank and TD Waterhouse (in rem)
Respondents

NOTICE OF MOTION

NIGEL JOHN HAMILTON-SMITH AND PETER NICHOLAS WASTELL of
Vantis Business Recovery Services, A Division of Vantis PLC, Liquidators of Stanford
International Bank Limited and Stanford Trust Company Limited, will make a motion to a Judge

on the Commercial List on a date to be determined, at 330 University Avenue, Toronto.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR:

(a)  an order setting aside the ex parte Order of the Honourable Mr. Justice Campbell
dated April 24, 2009 (the “Ontario Order™);

(b)  costs of this motion on a full indemnity basis; and
(¢)  such further and other relief as counsel may advise and this Honourable Court
permit,
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This Is Exhibit h i\: referred toin tfze

affidavit ofwalfpfj\gz % —= C

sworn before me, this
20::{:?5;‘

day of,
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THE GROUNDS FOR THE MOTION ARE:

Authority of Antiguan Receivers over SIBL s Assets in' Canada

(a) Nigel John Hamilton—Smith and Peter Nicholas Wastell (the “Aptiguan
Receivers”) were ai)pointed as jdint receivers-managers of Stanford Intérnational
Bank Ltd. (“SIBL’O and Stanford Trust Comﬁany Limited (“STCL”) on February
19, 2009 by the Financial Services Regulatory Cominission of Antigua and
Barbuda and by order of the Eastern Caﬁbbe@ Supreme Court of the High Court
of Justice in Antigua and Barbuda dated February 26, 2009 (the “Antiguan
Receiver Order”); ‘

®) On April 6, 2009, the Commercial Division of the Superior Court of Quebec,
Division of Montreal, exercising its national jurisdiction under the Bankrupicy
and Insolvency Act, recognized the Antiguan Receiver Order (the “Quebec
Recognition Order™); |

(c) The Quebec Recognition Order provides the' Antiguan Receivers with authority,
inter'alia, to “take into custody and control of all the property, undertakings and
other assets of the Debtors” and to act as interim receiver of all of SIBL’s

property in Canada;

Antiguan Receivers Reguest Delivery of SIBL s Assets in Canada

(d)  On April 8, 2009, Canadian counsel for the Antiguan Receivers provided a copy
of the Quebec Recognition Order to US counsel for the Toronto Dominion Bank
and TD Waterhouse (collectively “TD”) agd requested delivery of all assets
and/or cash balances in the name of SIBL or STCL held at TD;

() .On April 10, 2009, US counsel for TD advised that it was considering the
Antignan Receivers’ request for delivery of the funds given that the Quebec
Recognition Order conflicted with an order issued by the Federal Court in the
United States prohibiting disbursement of SIBL’s assets;
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Application for Forfeiture of SIBL s Canadian Assets

- ® On April 24, 2009, the Applicant commenced this application in the Ontario
Superior Court of Justice (Commercial List) (the “Ontario Court”) for forfeiture
— of all assets in accounts at TD in the name of SIBL, STCL and related companies;

()  Also on April 24, 2009, the Applicant brought an ex parte motion to the Ontario
Court for preservation of any assets held in accounts at TD and for payment of

such assets to the Accountant of the Superior Court of Justice and the Ontario

Order was granted;

(h)  The Ontario Order was obtained on an ex parte basis without full and . fair

disclosure of all material facts;

(i) It was not disclosed to this Honourable Court that the Ontario Order directly
conflicts with the Quebec Recognition Order which gives the Antiguan Receivers

authority ad control over SIBL’s assets in Canada;
G) Rules 37.14, 39.01(6) and 59.06(2) of the Rules of Civil Procedure; and

= &) Such further and other grounds as counsel may advise and this Honourable Court

permit.
THE FOLLOWING DOCUMENTARY EVIDENCE:
(a) the Affidavit of Katie Legree sworn May 21, 2009 and exhibits thereto;

g (b)  all correspondence and documents contained in the files of the Attorney General

of Ontario;

(c)  the transcript of the cross-examination of Lori Blaskovitch on her Affidavit swom

April 24, 2007, to be conducted; and



(@)  such further and other material as counsel may advise and this Honourable Court

permit.

May 21, 2009

TO:

OGILVY RENAULT LLP
Suite 3800, Box 84

Royal Bank Plaza, South Tower
200 Bay Street

Toronto, Ontario M5J 2Z4

Orestes Pasparakis LSUC#: 36851T
Tel: 416.216.4815

Fax: 416.216.1995

Lynne O'Brien LSUC#: 36026F
Tel: 416.216.3923

Fax: 416.216.3930

Lawyers for Nigel John Hamilton-Smith

and Peter Nicholas Wastell of Vantis Business
Recovery Services, A Division of Vantis PLC,
Liquidators of Stanford International Bank Limited
and Stanford Trust Company Limited

MINISTRY OF THE ATTORNEY GENERAL

Legal Services Division

Civil Remedies for Hlicit Activities Office (CRIA)

Address for mail:

Address for service:

77 Wellesley Street
P.O. Box 333
Toronto, Ontario M7A 1N3

8th Floor
720 Bay Street
Toronto, Ontario M5G 2K1

James McKeachie LSUC # 32985A

Dan Phelan LSUC# 51119R

Tel: 416.314.5881
Fax: 416.314.3714

Lawyers for the Applicant

-
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AND TO:

AND TO:

AND TO:

TD BANK FINANCIAL GROUP
Legal Department

TD Tower, TD Centre

12 Floor

P.O. Box 1, Stn. Toronto Dom.
Toronto, Ontario M5K 1A2

David Braunstein
Tel: 416.944.5758
Fax: 416.982.6166

OSLER, HOSKIN & HARCOURT
P.O. Box 50 ’
1 First Canadian Place

Toronto, Ontario M5X 1B8

John A. MacDonald LSUC # 25884R
Tel: 416.862.5672 -

Sonia L. Bjorkquist LSUC # 38973L
Tel: 416.862.4924

Fax: 416.862.6666

Lawyers for the US Receiver, Ralph S. Janvey

BENNETT JONES LLP
Suite 3400, Box 130

One First Canadian Place
Toronto, Ontario M5X 1A4

Jim Patterson  LSUC # 43529)
Tel: 416.777.6250

Lincoln Caylor LSUC # 37030L
Tel: 416.777.6121

Fax: 416.863.1716

Lawyers for Dynasty Furniture Manufacturing Ltd.,
Shafiq Hirani, Hanif Asaria, Dinmohamed Sunderji
and 2645-1252 Quebec Inc.
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