Stanford Financial Group Receivership
Ralph S. Janvey, Receiver
2100 Ross Avenue | Suite 2600 | Dallas, TX 75201

August 12, 2009

Mr. Stephen Harbeck

President and Chief Executive Officer
Securities Investor Protection Corporation
805 15th Street, N.W., Suite 800
Washington, D.C. 20005

Dear Mr. Harbeck:

As the court-appointed Receiver for the Stanford Financial Group of companies, I am
writing to request that you advise me of SIPC’s position regarding certain issues related to
customer accounts at Stanford Group Company (“SGC”) and Stanford International Bank Ltd.
(“SIBL”) and the self-styled “certificates of deposit” (“CDs”) issued by SIBL. While my
representatives have discussed these issues with SIPC representatives, it would be helpful to all
concerned to receive SIPC’s views in writing.

Background and Facts

On February 16, 2009, the U.S. District Court for the Northern District of Texas, Dallas
Division (the “Court”) signed an order appointing me to be the Receiver for SGC, SIBL and
certain related entities and persons. The appointment was made in connection with a lawsuit
filed the same day by the Securities and Exchange Commission against those entities and persons
alleging that they had engaged in certain fraudulent activities. SGC, SIBL and other Stanford
entities were all owned and controlled by Robert Allen Stanford.

SGC operated as a registered broker dealer and is a member of SIPC. Prior to February
16, 2009, it had more than 32,000 active customer accounts that held securities worth billions of
dollars. The clearing brokers for these accounts were Pershing LLC and J.P. Morgan Clearing
Corporation, both of which are also SIPC members. During the relevant time period, the
securities of non-Stanford entities owned by customers and held in custody in these accounts at
Pershing and J.P. Morgan have remained at the clearing brokers, or have been transferred to
accounts at other non-Stanford financial institutions. No question is raised in this letter
regarding such securities of non-Stanford entities or regarding any customer-owned cash held in
custody at Pershing or J.P. Morgan on behalf of customers. Similarly, no question is raised in
this letter regarding any instances of alleged unauthorized purchases of CDs by SGC on behalf of

customers.

SIBL was formed under the laws of Antigua and Barbados and purported to operate as a
bank, though it was not a bank in the conventional sense. It did not generally make loans to
unaffiliated parties, and its operations were required by Antiguan law to avoid the provision of
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banking services and products to Antiguans. SIBL is not a member of SIPC. The self-styled
“CDs” were its primary product. It issued and sold CDs to thousands of customers, and it had
CDs outstanding with a face value of more than $7 billion as of February 16, 2009. However, at
that time and today, the fair market value of the assets of SIBL (as well as the fair market value
of the assets of SIBL and other Stanford entities on a combined or consolidated basis) is only a
small fraction of that amount. The SEC has alleged that the difference in value is the result of
the CDs having been issued in a Ponzi scheme operated by the Stanford entities and their

controlling persons.

A substantial portion of the CDs were sold to customers of SGC, and a substantial portion
of these customers are in the United States. The sales of such CDs were actively solicited by
financial advisors employed by SGC. U.S. sales were made pursuant to Regulation D private
placements, and in that connection SIBL filed several Forms D with the SEC. SGC received fees
from SIBL of as much as 3% on sales of CDs by SGC financial advisors. In many cases,
purchases of CDs were effected with funds transferred directly to SIBL from SGC customer
accounts at Pershing or J.P. Morgan. Although it appears that SGC did not issue any purchase
confirmations when a customer bought a CD through the efforts of an SGC financial advisor,
SGC sent letters advising the customer that SGC was receiving a referral fee for the CD sale. An
example of such letter (with customer name redacted) is attached as Exhibit A to this letter.

Moreover, although SIBL was in form a separate entity from SGC, the two entities (as
well as other Stanford entities) were operated and marketed as an integrated network, with the
sale of SIBL CDs as both a central objective and the primary source of revenue for the Stanford
companies. SIBL’s operations were directed and controlled from the United States by the same
persons who directed and controlled SGC and other Stanford entities. For these and other
reasons, we believe, and have filed papers recommending to the Court, that the entities should be
substantively consolidated for liquidation purposes.’

The periodic account statements prepared by Pershing and J.P. Morgan and sent to
customers did not, to our knowledge, reflect ownership by customers of SIBL CDs. However,
some SGC customers who owned CDs received, in addition to their Pershing or J.P. Morgan
statements, consolidated statements from SGC (bearing SGC’s name and the legend “Member
FINRA/SIPC”) that reflected ownership by the respective customer of all accounts, securities
and deposits, including SIBL CDs, that had been effected or purchased through SGC and other
Stanford entities. An example of such a consolidated statement (with customer name redacted)
is attached as Exhibit B to this letter. Some SGC branch offices may have provided other forms
of reports that listed CD holdings. Some marketing materials used by the Stanford companies
also suggested that SIBL CDs enjoyed the benefit of SIPC protection. See Exhibit C to this

letter.

! SIBL has also been placed in liquidation proceedings in Antigua. The liquidators appointed by the
Antiguan court do not believe that SIBL should be substantively consolidated with other Stanford entities
for purposes of liquidation.
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It appears that, in general, neither SGC, Pershing nor J.P. Morgan maintained custody or
possession of any physical certificates that evidenced CDs. Instead, these certificates appear to
have been physically held by the owner of the CD, by SIBL itself or by another Stanford entity
such as Stanford Trust Company (which was notia SIPC member). However, there may have
been occasional situations in which a customer’s CD was physically held by the customer’s
financial advisor at SGC.

Question Presented

Please advise me at your earliest convenience whether SIPC believes that SIPC
protection is available with respect to amounts paid to purchase SIBL CDs by (i) SGC customers
in general or (ii) SGC customers who received account statements from SGC that reflected
ownership of SIBL CDs and/or whose SIBL CDs were held in custody for them at SGC. I would
appreciate it if you would address these issues both on the assumption that SIBL and SGC will
be substantively consolidated for liquidation purposes and, in the alternative, on the assumption
that they will not be so consolidated.

If you have questions or need additional information regarding this request, please
contact Stephen A. Massad (stephen.massad@bakerbotts.com or 713-229-1475) at my counsel
Baker Botts L.L.P.

Very truly yours,

0@»‘%5%

Ralph S. Janvey
Receiver for Stanford Financial Group, et al.
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September 2, 2008

Mrs. SRR
P.O. Box 30w
Miami, FL. 33231

RE: Notification of Affiliate Referral Fees

Dear Mrs. ERSRRESID,

We appreciate the opportunity to serve you and thank you for your recent purchase of a
Stanford Interational Bank Limited ("SIBL") certificate of deposit,

Stanford Group Company ("SGC*) recently referred you to SIBL, our affiliate, for this
purchase. As disclosed in the SIBL Disclosure Statement for the U.S. Accredited investor
Ceriificate of Deposit Program, SGC receives a referral fee of 2.75% (annualized) from
SIBL, and may receive additional incentive fees for Financial Advisors who refer SGC
clients to SIBL. These fees are subject to change annually and are payable to SGC from
SiBL. You do not pay any portion of these fess, Further, the principal and interest
applicable to your certificate of deposit are not reduced. _

This is a notification only and does not require any response or action from you.
. However, if you should have any abjections to SGC's receipt of a referral or incentive

" fees from SIBL, please notify us in writing at the address listed below, No response by
you to this notification shall be deemed by SGC fto reflsct your consent to its receipt of

such fees.

We appreciate your continuing confidence in the Stanford Financial Group of Companies
and look forward to serving your needs in the future.

' Sincerely,

Jason Green
President, Private Client Group

Stanford Group Company
MEMBER FINRA/SIRC :
- 5051 Westheimer, 14th Floor + Houston, Texas 77056 USA
713.964.8300 Direct » 800.958.0009 Toll Free « 713.964.8360 Fax
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FEx#r817 C

THE STATE OF TEXAS § —_—

§
COUNTY OFHARRIS  §

AFFIDAVIT OF TRANSLATION

Before me, the undersigned Notary appears RAMON M. DEL VILLAR who,
after being first duly sworn, deposes and says that the facts contained herein are true and
correct and based upon his personal knowledge:

1. “My name is Ramén Miguel del Villar. T am over the age of {wenty-one
years and competent to make this affidavit. | have personal knowledge of all the facts
stated in this affidavit and they are true and correct..

2. I am a court interpreter certified for Spanish/English proceedings by the
Administrative Office of the United States Courts,

3, [ am an attorney licensed in the State of Texas with Texas State Bar
Number 00785814,

4, I am the Chief Interpreter for the United States District Court, Southern
Pistrict of Texas.

5. I am the holder of license number 292 as a State of Texas court interpreter.

6. 1 hereby certify that the document attached hereto is an English translation
of a Spanish document with the heading: “Stanford. What protection does Stanford

International Bank offer its depositors?”

7. T further certily that said translation is a fair and accurate translation of the
poorly drafied and punctuated Spanish language document provided to me for translation
of which a copy is kept in my rccords.”

FURTHER AFFIANT SAYETH NOT.

7

RAMON M¢DEL ILLAR

BEFORE ME, the undersigned Notary Public. appeared today RAMON M. DEL
VILLAR who, having first been placed under oath, under his oath stated that he is the
person whose signature appears affixed to the foregoing statement and further stated
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under his oath that what said starement contains is of his personal knowledge and true

and correct.

SUBSCRIBED before me on this 18" day of June of 2009.

\“\\X“miu",l .

WA JANTG g,
XA 70,
SO }’%{%’ &A{MW
g .‘-Q~ o'-. z
ERR] % - Notary Public in and for the State of Texas
z % 9 v 7§
z o ‘4 ' X
2 g S § / /
%, RS § My comunission expires: S/ /a0l
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\y
ety



Case 3:09-cv-00721-N  Document42  Filed 07/14/2009 Page 30 of 50
Case 3:09-cv-01274-L.  Document 1-2  Filed 07/02/2009 Page 12 of 34

Stanford
What protection offers Stanford International Bank to its depositors?

The funds of Stanford International Bank and its clients are protected by one of
the insurance programs, unigue in its class, that provide the following
coverage: '

Insolvency policy that insures the funds that SIB maintains in deposit with
correspondent institutions, including a coverage of the excess over the FDIC in
case of United States banks. This policy is issued by Brit Insurance Ltd. and
scored by AM. Best “A+” (Excellent) and by Fitch A+,

General bond for bankers with Lloyds of London, one of the insurance
companies with great reputation and more important of London and the score
granted by AM. BEST is “AA-“ (Excellent).

Policy of liability of directors and executives with Lloyds of London scored by
AM. BEST "AA+" (Excelient).

All the correspondent banks utilized by Stanford International Bank have great
reputation (TORONTO DOMINION BANK, UBS and HSBC) have already been
pre-approved by the insurance companies that issued the policies for the
coverage that these institutions require to guarantee our operations in their banks
and thus guarantee the funds that SIB maintains in these institutions for any
insolvency of some of these banks.

To be able to qualify Stanford International Bank, and to have the following
coverage the Bank is audited annually by the insurance companies. Another
external company also makes a risk analysis to determine if the Bank is doing
everything necessary to protect ifs assets.’ This provides another safety element
for the clients. These policies have been kept in SIB for over 20 years granting
firmness and seriousness, to over 75,000 clients in the world, and to the almost
$6 billion dollars in direct deposits in instruments that belong to SIB.

In general, financial Institutions that do not make commercial loans are safer than
those who do, investment banks and those who do not make commercial loans
are not exposed to this type of risk. One of the main causes for which a bank
goes bankrupt is due to its portfolio of uncollectible loans. Throughout the years,
banks around the world have experienced problems with loans that it has not
been possible to collect. This is our greater virtue, why Stanford being Private
Investment Banking only engaged in seeking safe products with stable eamnings
and with the minimum investment exposure risk, this offers a without par
advantage the funds of its clients are in investments in which there are always
positive results and in favor of the interests and assets of the institution.
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Stanford International Bank in its investment funds same as the banks with the
better reputation makes its investments of the greater part of its assets in titles
such as first grade investment bonds (AAA, AA+, AA) and shares of stock (of
great reputation, liquidity and credibility) and in negotiable instruments in the
financial markets and easily made liquid should it be necessary. In-contrast,
commercial banks or savings banks normally place a big part of their funds in
loans which are not easily made liquid upon requirements of the bank {o be able
to have cash liquidity and also possess other long term assets given as
guarantee which are not easily made liquid in a fast market, which is why these
commercial banks only maintain a minimum part of their available funds which
makes them by very susceptible to any instability of liquidity and availability for
their clients should it be needed.

Debtors of Stanford International Bank are the issuers of the titles that the
Bank maintains in its porifolio (renowned companies, multinationals and
prestigious international banks) whose risk of insolvency is minimum.

The Bank has resources available for productive investments greater than the
total of deposits in that the Bank also has available for this purpose most of its
capital (The long term assets of the Bank are minimal).

The Clients of Stanford International Bank come from 102 countries. This great
diversification minimizes the exposure of a regional market.

Because Stanford International Bank is not a United States bank, it is not
covered by the FDIC insurance (Federal Deposit Insurance Company).
Nevertheless nowadays FDIC provides only a relatively poor protection, that has
not been changed since 1929: where FDIC, First, only covers up to $100,000 per
account/client. Second, cumently the reserve funds of FDIC only cover a
minimum part of the deposits of all the banks that are insured in a proportion of 1
to 1000 and in the third place, FDIC does not make any bank safer, nor prevents
a bank from becoming bankrupt, the banks that go bankrupt do so because of
bad practices in the use of their resources and investments, where FDIC is very
clear and states that there is no coverage whatsoever of Federal insurance for

this type of bankruptcies.

American banks in case of a need to cover the funds by the FDIC, the client must
directly address in a personal manner the govemmental agency that would be in
charge of programming the payments to its: depositors in case an institution has
to be covered for being insolvent, but there Is no FDIC coverage should the bank
go bankrupt because of conversion of the deposits and funds of its clients,

NASD and SIPC, , are two safety entities that are utilized by the New York stock
exchange, where Stanford Group is a member, which insure that the financial
companies that invest the funds of their clients in financial instruments of any
kind that are traded in the stock exchange, be invested in companies that
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represent for the stock exchange of higﬁ security and trust for these two

supervision and guarantee entities in the stock exchange markets, measuring
firmness and safety so that the funds utilized be well invested.

Stanford International Bank Is pmbabf} the only International Bank that
offers this type of security to its clients.

Thank you for considering us for your next investment.
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~—-é Stanford

Que proteccion Je ofrece Stanford Interpational Bank a sus
Jdepositantes?

L5 fondos de Stanford Intemational Bank y de sus clientes astan prowegidos o2
Lo de los programas de seguros, Unicos en su_clase, que propercicna s
siLientes coberturas:

#éhza de insolvencia que asegure los fondos que SIB mantiene en d2posits en

inalituciones corresponsales, Incluyendo una cobertura del exceso sobre &

0 «n caso de bancos norteamericancs, Esta poliza este emluda por Brit

éu\s?rance Ltd. y calificada por AM, BEST "4-" {Excelente) y por
itch A+.

Harnza general para banqueros con Lioyds of London, una de las empresgs
= soquros de alta repuracion y mas importante de Londres y 1a cafificacar
wercada por AM. BEST as de *A4- " (Excalente),

P3liza de responsabilidad de directores y ejecutivos con Lioyds of London
alificada por AN, BEST "AA+ " (Excelente).

'soos los bancos comresponsales utilizados por Stanford International
Bank son de alta reputacion (TORONTO DOMINION BANK, UBS y HSBC;
vi1 han o pre-aprobados por las compaiias aseguradoras que emitersr i
i35 pars la coberfura que esmas Instituciones requisren para Jarat U
suwstras operaciones en sus bancos y asi garantizar los fondos qus

ORE 2

enhiens €n estas instituciones por cualquier insolvencia de algurs de eit::

SRNIDE.

Parg noder calificar a Stanford International Bank, y para tangr -
siguicntes coberturas el Banco es auditado anualmente por las conparilos ¢
seguros. Otra empresa externa también hace un anglisis de riesgo :
a=lerminar si el Banco esta haciendo todo lo necesario para protetger 5US BItivIs
Esto properciona otro elemento de seguridad para los clientes, Estas polizas -3
faan tenido €n SIB por mas de 20 afios otorgando solidez y sereded, & nats €+
*2.000 cliantes en of mundo, y & los casi $6_Mil Millones de dolares vn
depositos cirectos en instrumentos propios de SIB.

En general, las instituciones financieras que no hacen préstamos comerciales som
’ wed sEoUras gque aquellss gue si lo hacen, fa banca de inversisn y que no hisd @
reeslamns comerciales no S8 exponen a este Lipo de riesgo. Unz oo i
rripsas causa por l2 cust un banco quisbra es debido @ su caners 0¥
mesimmoes incobrables, A través de lgs afios, los bancos alrxdeder cel muntr
~an Cxporimentado problemas por préstamos que no han pocido cobrarse. Esle
5 Jestra mayor virtud, por 13 cusl Stanford al ser Private Investmenr

i

Banking dorda solo se dedican a buscar productos sequros di rentabiiicarn
dxtable vy con el minimo riesgo de oxposicion de inversidr, Bs51o ofrene L -
e iia snigualable los fondos de sus clentes esta en inversicnes en 135 Ll o
iy swempre resultados positives y a favor de los intereses y 4t gs e

nEttunion,
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Stanford International Bank en sus fondos de inversién al igual gue o
tancos de mas alta reputacién hacen sus inversiones de la gran parte ge i
dctivos er titulos tales como bonos de primer grado de inversién (AAA
AA+, AA) y accones (de alta reputacidn, liquidez y cradibilidad) y =~
instrumentos negociables en los mercados financleros y faciimente liquidables &~
€aso e ser necesario. En contraste, los bancos. comerciales o 'los bances o
anorros normalmente colocan una gran parte de sus fondos e2n présiamos o
cuzes ro son faclmente liquidables 3 requerimientos del banch para podicr
&5poner de liquidez monetaria y también poseen otros activos fijos cedos v
ta-antia jos cuales no son liquidatles facilmente en un mercado rapids, po -
cua! astos bancos comerclales solo mantienen una minima parte de suas fonox
disporibles lo que hace que sean muy susceptibles 3 cualquier inestasidalt
- higuides vy de disponibllidad para sus clientes de ser requerida.

L8 Geudores de Stanford International Bank son los emiscres oo iy L o2
Jue e oenco mantiene en su cartera {compeiilas de renombre, multinaconz's -
pances internacionales de prestigio) cuyo riesgo de insolvencia s minimio,

£l Banco tiene recursos disponibles .para.inversiones productivas. mayores de
wotal de ios depositos ye que el Banco tembién tiene disponible para este efects
Iz miayor parte del capital (Los activos fijos del Banco son minimas).

1os Ciientas de Stanford International Bank provienen de 102 paises. Esta grei
dwerificacion minimiza la exposicidn a un mercado regional.

{"sme Stanford International Bank no es un banco ostadounidense:, o o
~uhre ¢l seguro de FDIC (Federal Deposit Insurence Company). Sin amoarss
oy &1 FDIC proporciona una proteccion relativamente pobre, que desde 1928 &
kg sido cambiada: donde el FRIC, Primero, que solamente cubwe hasts nor
+100,000 por cuenta/dliente. Segundo, actuaimente los fondos de reseiva ool
FDIC sclo cubren una minima paite de los depdsitos de todos los bancos que
£613n asegurados en una relacion 1 a 1000 y en tercer lugar, ol FCIC ne hacs
Nz5 SEgUre 2 ningun banco, ni evita que un banco entre en quicbra, los bance:
Sint Quichran 500 por male praciica en el uso e Sus recurses € inversines
gdondz &l FDIC es muy ciaro v manifiesta que no existe ninguna coberturz oo
foours Federal a este tipo de quiebras.

iUy hantes americanog en caso de una necesidad de cubrir tos fondoy
FDIC, @i cliente debera dirigirse, directamente en forma perscnal al organsen.
gubernamental que se encargeria dt:._uprog,ramar el pago a sug dspositanos
csse de tener gue cubrir a una instifucion por insolvente, mas no, esiste i
cobertura del FDIC en caso que el banco quiebre por malversacion oe is
depositos y fondos de sus cliantes,

I NASD ¢ el SIPC, , son dos entes de seguridad que utiliza lg bolsa de veloias
u# New York, donde Stanford Group es miembro, los cuales aseguran gue 13
empresas financleras que invierten los fondos de sus clientes eninstrumentzs
firancieros de cuglquier indole que maneja en !a bolsa, cslén invertides o
¢MpIsas que répresenian para la bolsa de aita seguridad y confianzs para sstos
25 entes de vigilancia y garantia en los mercados pursatlies, midiendo la ol
¥ seguridad para que los fondos utilizados estén bien invertido.

Stanford International Bank es probablemente el dnico Banco
Internacional que ofrece este tipe de seguridad para sus cllentes.

Griscias por tomarnos en cuenia para su prexima Inversion.,

27



