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DECLARATION OF KARYL VAN TASSEL 1 

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

DALLAS DIVISION 

RALPH S. JANVEY, IN HIS CAPACITY AS COURT-
APPOINTED RECEIVER FOR THE STANFORD 
INTERNATIONAL BANK, LTD.,  
ET AL. 

    Plaintiff, 

v.

JAMES R. ALGUIRE, ET AL.  

    Defendants. 
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§
§
§
§
§

Case No. 03:09-CV-0724-N 

___________________________________

DECLARATION OF 
KARYL VAN TASSEL 

___________________________________

I, Karyl Van Tassel of 1001 Fannin, Suite 1400, Houston, TX 77002 state on oath as 

follows: 

EXPERIENCE, EXPERTISE, WORK IN THIS CASE

1. A copy of my resume is attached as exhibit KVT-1.  It summarizes my 

education and relevant work experience.  As it states, I am a Certified Public Accountant in 

the State of Texas, USA, and a Senior Managing Director of FTI Consulting, Inc.  I have 25 

years of experience providing a variety of audit, accounting, tax, litigation, valuation and 

other financial advisory services.  I have performed detailed financial analyses for a variety of 

litigation matters, including securities, intellectual property, breach of contract, antitrust, 

lender liability, fraud and wrongful terminations.  In the litigation context, I have acted as an 
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DECLARATION OF KARYL VAN TASSEL 2 

expert on a variety of economic damage claims and forensic accounting issues.  In several 

cases alleging fraud and other wrongdoing, I have traced funds for potential recovery.  I have 

also been retained by audit committees to assist in investigating allegations of accounting and 

financial improprieties.

2. The statements made in this declaration are true and correct based on the 

knowledge I have gained from the many documents I have reviewed and other work I and my 

team have performed in the course of FTI’s investigation on behalf of the Receiver. 

3. I use the following acronyms or short-hand terms to refer to certain entities in 

this declaration: 

� Stanford Entities — all legal entities owned, directly or indirectly, by the 
named Defendants in the SEC action as of the date the U.S. Receivership was 
instituted.

� SIB — Stanford International Bank, Limited. 

� STCL — Stanford Trust Company Limited, an Antigua trust company. 

� SFG — Stanford Financial Group, the name given to Allen Stanford’s “global 
network of financial companies.” 

� SFGC -- Stanford Financial Group Company, which provided shared services, 
including Treasury and Investment services, to SIB and other companies 
within SFG. 

� SGC — Stanford Group Company, a U.S. broker-dealer entity incorporated in 
Texas.

SEC ACTION AND FTI’S INVESTIGATION

4. On February 16, 2009, the United States District Court for the Northern 

District of Texas appointed Ralph S. Janvey the Receiver for SIB and the rest of the Stanford 

Entities. On the same day, the Receiver retained FTI to perform a variety of services, 

including assisting in the capture and safeguarding of electronic accounting and other records 
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DECLARATION OF KARYL VAN TASSEL 3 

of the Stanford Entities and forensic accounting analyses of those records, including cash 

tracing.  I oversee, and am personally involved in, FTI’s forensic accounting and cash tracing 

activities.  The purposes of FTI’s work have been, in part, to (a) determine the roles that the 

various Stanford Entities played in the fraud alleged by the SEC and specifically in the sale 

and redemption of SIB certificates of deposit (“CDs”); (b) identify the source(s) of income 

and cash flows of the various Stanford Entities; (c) trace funds to determine how they were 

allocated and disbursed throughout the Stanford Entities; and (d) review the circumstances 

relating to the sale of SIB CDs. 

5. As part of our work, we have interviewed numerous present and former 

Stanford Entity employees.  These include, but are not limited to, the persons whose names 

(as well as employer, title, and supervisor) are listed in exhibit KVT-2.  In addition, we have 

examined the available accounting and other records (including email files of certain former 

Stanford employees) relating to the Stanford Entities located in and/or gathered from 

Houston, Texas; Tupelo, Mississippi; Baldwyn, Mississippi; Memphis, Tennessee; Miami, 

Florida; St. Croix, United States Virgin Islands; Antigua; Barbuda; and other Stanford 

locations within and outside the U.S.  We have also reviewed extensive SIB customer records, 

including but not limited to paper and electronic records documenting SIB CD purchases, 

interest payments and redemptions. 

6. FTI has also obtained and analyzed paper and electronic files from third-party 

financial institutions where bank accounts of various Stanford Entities are or were located.  

These financial institutions include Toronto Dominion Bank in Canada, Trustmark National 

Bank and the Bank of Houston.  In addition, FTI has gathered and reviewed electronic and 

other data from Pershing, LLC and JP Morgan Clearing Corp., both of which have held or 

3

Case 3:09-cv-00724-N   Document 444-2    Filed 05/24/10    Page 4 of 64   PageID 4450



DECLARATION OF KARYL VAN TASSEL 4 

currently hold SGC customer and former employee accounts, and SEI, which held STC 

accounts.

7. FTI’s analyses of the records of SIB and other Stanford Entities were 

conducted using reliable practices and methodologies that are standard in the fields of 

accounting and finance.  The findings and conclusions set forth herein are based on these 

analyses.

SIB WAS A PONZI SCHEME

8. The SEC alleges in its Second Amended Complaint in Case No. 03-CV-0298-

N that the Stanford Entities constitute “a massive Ponzi scheme” involving 

“misappropriate[ion of] billions of dollars of investor funds.”  Likewise, James Davis, Chief 

Financial Officer for both SIB (according to SIB’s published financial statements) and SFGC 

and a long-time business associate and confidant of Allen Stanford, has pled guilty to charges 

that he conspired with Allen Stanford and others in running a Ponzi scheme in violation of 

federal securities laws.  In connection with his guilty plea, Davis admitted that SIB was a 

“massive Ponzi scheme whereby CD redemptions ultimately could only be accomplished with 

new infusions of investor funds.”  As explained in more detail below, my findings are 

consistent with the SEC’s allegations and Davis’s admission.  SIB was insolvent (i.e., its 

liabilities exceeded its assets) from at least 2004 and probably for much longer, yet it 

continued selling CDs to the end.  It induced investors to buy CDs by offering substantially 

above-market rates, issuing financial statements and other data that significantly overstated its 

earnings and assets, and misrepresenting its business model, investment strategy, financial 

strength, the safety and nature of its investments and other facts important to investors.  SIB 

incentivized Stanford-affiliated financial advisors to convince their clients to purchase SIB 
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DECLARATION OF KARYL VAN TASSEL 5 

CDs over other kinds of investments by paying the financial advisors above-market 

commissions and other compensation tied to CD sales.  SIB’s actual (as opposed to reported) 

earnings and assets, however, were insufficient to meet its CD payment obligations.  SIB 

could only keep the scheme going by selling yet more CDs and using the proceeds to pay 

redemptions, interest and operating expenses. Significant sums were also diverted to finance 

Allen Stanford’s opulent life style of yachts, jet planes, travel, multiple homes, company 

credit cards, etc.  Davis, Holt and other insiders were paid handsomely for their complicity.  

9. Allen Stanford was sole owner, directly or indirectly, of more than 130 

separate entities, including SIB and STC.  These entities comprised a single commonly-

owned financial services network called the “Stanford Financial Group,” which was 

headquartered in Houston.

10. Stanford, along with a close band of confidantes, controlled SFG (of which 

SIB was a part).  These confidants included Jim Davis, CFO of both SFGC and SIB, and 

Laura Pendergest Holt, Chief Investment Officer for SFGC.  

11. SIB was nothing like a typical commercial bank.  It did not offer checking 

accounts and did not make loans (other than to CD investors up to 80% of their CD balance).  

It had one principal product line—certificates of deposit—and one principal source of 

funds—customer deposits from CD purchases.  The terms of some SIB CDs permitted partial 

redemptions before maturity upon customer demand. 

12. SIB offered CD rates that were significantly greater than those offered in the 

United States.  A SIB 2007 marketing brochure (attached as exhibit KVT-3) tracks SIB’s 

historic CD yield against average US CD yields.  SIB’s yield ranged from a high of 388% of 

the US yield in 2002 to a low of 140% of the US yield in 2006.  According to the brochure, 
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SIB was able to pay high CD rates by investing in “a well-diversified portfolio of highly 

marketable securities issued by stable governments, strong multinational companies and 

major international banks.”  As a result, the brochure continues, “[SIB] has been consistently 

profitable since inception.”  In other words, SIB purported to function like a hedge fund but, 

unlike a hedge fund, its customers were guaranteed (by SIB) a specified return regardless of 

the fund’s performance.  SIB’s reported returns were remarkably steady, fluctuating from 

only 11.7% to 14.9% between 1997 and 2007.  SIB showed a profit in good times and in bad.  

The one exception was the second half of 2008, when financial sector businesses across the 

globe were struggling for survival and many feared we were on the brink of financial 

collapse.  Even then, SIB’s accounting records reflected positive investment earnings, but a 

small overall loss--just 2% of total (purported) financial assets--after deductions for CD 

interest and other expenses.  What to some appeared to be too good to be true was indeed 

untrue.  As Stanford himself said at an October 2008 financial advisor conference: “We’re 

about, as of early October, down about four percent, I guess. . . . I’m not happy with that [but] 

in this market I guess it’s astounding.” 

13. The most significant numbers on SIB’s financial statements--revenues and 

asset values--were fictitious.  Davis states in his plea agreement that assets were inflated to 

offset CD obligations and that revenues were “reverse-engineered” to arrive at desired levels.  

My findings are consistent with those admissions.   

14. We found within SIB’s accounting records worksheets used to derive fictitious 

SIB revenues back to 2004.  The Ponzi scheme conspirators would simply determine what 

level of revenues SIB needed to report in order to both look good to investors and regulators 

and to purport to cover CD obligations and other expenses.  They would then back into that 
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DECLARATION OF KARYL VAN TASSEL 7 

total amount by assigning equally fictitious revenue amounts to each category (equity, fixed 

income, precious metals, alternative) of a fictitious investment allocation.   

15. The returns were fictitious, and they were based on fictitious asset totals.   

(a) SIB’s records reflected that, as of December 31, 2008, it held $8.3 

billion in “financial assets” -- presumably actively traded securities and metals, 

as SIB represented to the public.  The reality was much different.  As of the 

end of 2008, SIB held less than $500 million in securities, or less than 7% of 

the total CD obligations. 

(b) FTI also discovered that $3.174 billion of SIB’s claimed 2008 assets 

consisted of two real estate holding entities that had been purchased that same 

year for only $63.5 million and whose only assets were tracts of undeveloped 

Antiguan real estate.  The value of those assets was inflated 50 times the 

purchase price through a series of paper transactions involving other Stanford-

owned entities.  These repetitive flips had no apparent economic substance and 

appear to have been engaged in solely to grossly overstate the value of the 

assets so as to prop up SIB’s balance sheet.

(c) FTI found that another $1.8 billion in SIB assets consisted of notes 

receivable from Allen Stanford.  To my knowledge, however, Stanford had no 

significant assets apart from the various Stanford Entities, which collectively 

owed billions of dollars more than they had in assets.

(d) Other assets were similarly overstated.  Private equity investments, for 

example, were recorded on SIB’s books at amounts that the Receiver’s 

subsequent sales efforts have revealed to be many times greater than their 
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realizable value.  These were valued at $1.2 billion as of June 30, 2008, but it 

is expected that the Receivership may realize as little as $25 million from such 

assets.

(e) Moreover, the fact that many of SIB’s assets consisted of real estate, 

unsecured notes from Allen Stanford, and private equity investments was 

contrary to SIB’s assurances to customers that its investments consisted of 

“highly marketable securities issued by stable governments, strong 

multinational companies and major international banks” so as to “maintain[] 

the highest degree of liquidity.”  See KVT-3 at 3.

16. Misinformation regarding SIB’s financial strength, profitability, capitalization, 

investment strategy, investment allocation, the value of its investment portfolio, and other 

matters, was regularly disseminated from Stanford, Davis, Holt and others working under 

them to Stanford financial advisors, for use in inducing potential investors to purchase SIB 

CDs.

17. SIB CDs were marketed through financial advisors employed by other 

Stanford-owned entities.  The financial advisors were heavily incentivized by above-market 

commissions and bonuses to steer their clients to SIB CDs rather than other investments.   

18. At the inception of the U.S. Receivership on February 16, 2009, SIB’s total 

obligation to CD holders was approximately $7.2 billion (U.S.), versus reported investments 

valued at $8.3 billion as of December 31, 2008.  Based on my analysis, the market value of all 

assets for all Stanford Entities (including SIB) combined total less than $1 billion.  At the time 

SIB was placed into receivership, SIB was insolvent (i.e., its liabilities exceeded its assets) by 

more than $6 billion. 
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19. Through analysis of SIB’s financial records, FTI has determined that SIB was 

insolvent by at least 2004 and very likely before then.  SIB’s reported assets consisted 

overwhelmingly of “financial assets” and cash.  The published balance sheets represented that 

“financial assets” were reported at “fair value.”  Of course, cash, by definition, is stated at fair 

value (assuming correct reporting).  We know, however, from our investigation and review of 

internal SIB records, that each year, from 2004 forward, SIB’s reported asset totals included, 

without disclosure to the public, notes receivable from Allen Stanford and certain assets with 

clearly inflated values.  When these amounts are deducted from the asset totals contained in 

SIB’s published financial statements, it is apparent that, from at least 2004, SIB’s liabilities 

exceeded its assets.  The inflated assets that I refer to were certain private equity stakes 

initially held by other Stanford Entities (although likely purchased with SIB CD proceeds).  

These interests were transferred to Allen Stanford, and then from Stanford to SIB, which 

recorded them on its books at much inflated values with no apparent economic gain having 

been achieved.  These transfers appear to have been booked for the purpose of giving SIB the 

false appearance of financial strength.  Assets other than private equity were also fictitious or 

overvalued, as we saw in our analysis of 2008 data.  Certainly, persons engaged in 

perpetuating a Ponzi scheme would have had no incentive to understate asset values; and, as 

we have seen, Stanford and his cohorts had a pattern of overstating asset values, ostensibly to 

induce more people to purchase “safe” SIB CDs.   

20. Through an analysis of cash flows for the period January 1, 2008 through 

February 17, 2009, we have verified that proceeds of CD sales were used to make purported 

interest and redemption payments on existing CDs.  That just confirmed what we knew had to 

be true anyway, as SIB’s assets, reserves and investments were insufficient to fund its 
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redemption and interest payments.  SIB’s CD transaction records indicate that approximately 

$2 billion was paid to investors for principal and interest from January 1, 2008 through 

February 17, 2009.  SIB’s principal income-generating assets, which were managed in what 

was known as “Tier 2”, never totaled more than $1 billion, even when the stock market was at 

a high and the economy was strong.  By the end of 2008, “Tier 2” had declined to less than 

$500 million, due to a combination of increasing redemptions and liquidations and falling 

market values.  Even if SIB had fully liquidated all investments in its portfolio, it would not 

have realized enough cash flow to cover just the redemptions in 2008 without the influx of 

new CD purchase money.  And in fact, when the market declined, we know that it took only 4 

months for liquid assets to substantially deplete, even though $7.2 billion in CD obligations 

remained.  As a result of this decline, all actual gains earned since 2003 were lost.  Thus, 

although the SIB CD portfolio contained some legitimate investments, the earnings from 

those investments were negligible in comparison to and could not reasonably have been 

expected to cover SIB’s total obligations to the CD holders. 

21. SIB necessarily used current CD proceeds to pay existing CD investors in 

previous years too.  Although SIB received some earnings on investments, those amounts 

were miniscule compared to its cash flow obligations.   

22. Based on FTI’s analysis to date, I have concluded that from at least 2004 (and 

likely for much longer), SIB relied on proceeds from the sale of new CDs to make purported 

interest and principal payments to existing CD investors.  This is especially evident from the 

fact that, when CD sales faltered in 2008, SIB was immediately forced to sell off most of its 

assets that were readily available for liquidation just to maintain payments for a short time.  

By using the proceeds of new CD sales to pay interest and redemptions to existing CD 
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holders, Stanford, Davis and their cohorts concealed their fraud and perpetuated the Ponzi 

scheme.  

23. CD sales proceeds not used to pay interest, redemptions, and current operating 

expenses (including commissions and other incentive payments to financial advisors) were 

either placed in speculative investments (many of them, such as real estate and private equity 

deals, illiquid), diverted to other Stanford Entities “on behalf of shareholder” (i.e., for the 

benefit of Allen Stanford) or used to finance Allen Stanford’s lavish lifestyle (e.g., jet planes, 

a yacht, other pleasure craft, luxury cars, homes, travel, company credit card, etc.).

24. A tipping point was reached in October 2008:  That month and every month 

thereafter, incoming funds from new investors were insufficient to offset outgoing payments 

to existing investors.  Continuing CD sales could no longer cover purported redemptions, 

interest payments and normal operating expenses.  This cash flow crisis caused a rapid 

depletion of liquid assets, which were inadequate to begin with to cover SIB’s CD 

obligations.  By the time the U.S. Receivership was instituted, SIB had already suspended 

redemptions for certain investors and many Stanford Entities had stopped paying many 

obligations.  For example, SIB received negative publicity concerning its failure, in early 

February 2009, to fund a $28 million commitment to a Florida communications company 

named Elandia International Inc.   

25. Notwithstanding SIB’s insolvency and the rapid liquidation of its investments 

during 2008 and into 2009, CD sales continued until February 16, 2009, when the SEC and 

the U.S. Court intervened.  These CD purchases were too small, however, to continue to cover 

for the lack of assets owned by SIB.
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WITHOUT CD PROCEEDS, STANFORD GROUP COMPANY WAS INSOLVENT

26. SGC was another Stanford Entity, which operated as a U.S. broker dealer.  Its 

financial advisors sold thousands of SIB CDs.  SGC received commissions, or referral fees, 

for these sales.  SGC also performed “portfolio management”1 and other services for SIB 

relating to the CD investment portfolio and for which it received fees from SIB. 

27. Without income related to SIB CDs, SGC would have been insolvent from at 

least 2004 forward (and likely before).  Referral fees and other CD related compensation paid 

by SIB to SGC constituted 71.65% of SGC’s revenue for 2004, 63.62% for 2005, 65.01% for 

2006, 50.8% for 2007 and 52.83% for 2008.  Even when this CD related compensation from 

SIB is considered along with other income received by SGC in the ordinary course of 

business, SGC showed negative cash flows from operations of $7,674,855 in 2004, 

$18,029,885 in 2005, $46,054,375 in 2006, $6,616,444 in 2007 and $35,102,135 as of 

November 30, 2008.2

28. The only reason SGC’s financial statements did not reflect negative cash flows 

between 2004 and 2008 is because SGC received millions of dollars in capital contributions 

from other Stanford Entities.  SGC received $10,000,000 in capital contributions in 2004, 

$21,000,000 in 2005, $51,500,000 in 2006, $41,750,000 in 2007 and $51,000,000 in 2008.  A 

chart detailing SGC’s CD related compensation and capital contributions between 2004 and 

2008 is attached hereto as exhibit KVT-4. Capital contributions to SGC consisted primarily 

of SIB CD sale proceeds. 

                                                     
1 The portfolio at issue comprised the overvalued private equity assets of SIB. 
2 The sources of this data are audited SGC statements, except for the 2008 figure, which comes 
from unaudited financial statements. 
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THE STANFORD FINANCIAL ADVISORS IGNORED MULTIPLE WARNING
SIGNS ABOUT THE FRAUDULENT NATURE OF THE SIB CD PROGRAM

29. Based on FTI’s investigation regarding the Stanford Ponzi scheme and the 

facts and circumstances leading up to its collapse in late 2008 and early 2009, there were a 

number of “warning signs” or “red flags” that should have prompted significant concerns and 

investigation by the financial advisors who sold SIB CDs regarding the nature and validity of 

the CDs and the underlying investment portfolio.  In light of these warning signs and red 

flags, and considering the FINRA rule requiring financial advisors to have “reasonable 

grounds for believing that [an investment] recommendation is suitable for [the] customer . . .”  

(FINRA Conduct Rule 2310(a)), the Stanford financial advisors should have become 

concerned and should have adequately investigated the CDs before selling them to SGC 

customers.   

SIB Was An International Bank in Antigua 

30. The fact that the SIB CDs were being sold by an international bank in Antigua, 

alone, should have caused the Stanford financial advisors to perform further investigation 

regarding the CDs.  Because SIB was an international bank, the financial advisors would have 

known that there was no FDIC insurance coverage for the CDs or any other similar insurance 

protection.  That is one of the well known risks of investing with international banks.  

Moreover, Antigua, a country with a population today of approximately 85,000 people, is well 

known in the United States for its lack of adequate regulation of the financial services sector.  

In fact, there are only three bank examiners in the Financial Services Regulatory Commission 

of Antigua who are responsible for all of the banks in Antigua.  The entire country’s gross 

domestic product for 2009 was $1.55 billion and its 2009 annual expenditures were $293 

million (which put the country at a deficit), both amounts being small fractions of the value of 
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assets claimed to be deposited with SIB in Antigua during that same time period.  (See

https://www.cia.gov/library/publications/the-world-factbook/geos/ac.html.) Had the financial 

advisors reviewed similar publicly available information for prior to 2009, they would have 

found that the GDP and annual budget for Antigua were comparable.  It is not surprising that 

a government with such a lack of resources was unable to adequately oversee SIB along with 

the many other banks operating on the island, and the Stanford financial advisors faced with 

the same information should have investigated further regarding the adequacy of the oversight 

of SIB and the validity of the CD program. 

SIB’s Investment Returns Were Too Good To Be True 

31. The high rates of return and consistent profitability of the SIB CD portfolio 

that were reported by SIB, at a time when the world economy was in crisis, likewise should 

have prompted the Stanford financial advisors to investigate exactly how the SIB CD 

portfolio was invested and how it could achieve such results.  The historical performance of 

SIB’s CDs is extraordinary, to say the least.  SIB offered CD rates that were significantly 

greater than those offered in the United States.  In its own marketing brochure, SIB included 

the following comparison in the yields of SIB CDs versus average U.S. Bank CD yields 

between 1997 and 2006: 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 

SIB Yield (%) 10.13 9.25 8.71 9.625 9.13 7.17 6.38 6.21 6.52 7.13 

U.S. Yield (%) 5.8 5.3 4.9 5.85 3.55 1.85 1.78 2.7 4.46 5.08 

As mentioned above, at their worst, SIB CDs had a rate of return 140% greater and at their 

best 388% greater than the average rate for U.S. Bank CDs.  Even more incredible were the 

overall rates of return earned by the SIB CD investment portfolio between 1997 and 2007 -- 
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i.e. the total amount earned by SIB, not just the amount paid to investors.  Specifically, 

according to internal company documents, the investment portfolio had a 14.9% overall rate 

of return in 1997, 14.8% in 1998, 14.2% in 1999, 14.1% in 2000, 14.3% in 2001, 14% in 

2002, 11.7% in 2003, 11.9% in 2004, 12.1% in 2005, 12% in 2006 and 12.7% in 2007. See

SIB Return Chart, Ex. 18, Appx. 223-28.3  These internal documents were part of the training 

materials used to train SGC financial advisors. 

32. A comparison of SIB’s claimed overall rate of return on its CD investment 

portfolio to well known index rates of return during the same years further highlights the 

disparity in performance between the SIB CD portfolio and the world financial markets in 

general.  Over the years, the performance of the SIB CD portfolio often exceeded many of the 

well-known index rates of return.  Even when it did not, however, the returns for SIB were 

remarkably consistent and steady from year to year, a result that is extremely rare in normal 

market conditions and even more so during the time period in question.  The below chart 

shows the major index returns for the years 1997 through 2007 as well as the amounts 

allegedly earned by SIB during those years, all as reflected in SIB’s own documents that were 

provided to SGC financial advisors: 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 

SIB Yield 

(%)

14.9 14.8 14.2 14.1 14.3 14 11.7 11.9 12.1 12 12.7 

Dow Jones 

Return

22.64 16.10 25.22 -6.18 -7.10 -16.76 25.32 3.15 -0.61 16.29 6.43 

Dow Jones 

Stoxx 50 

36.84 32.00 46.74 -2.69 -20.25 -37.30 15.68 6.90 21.28 15.12 6.79 

                                                     
3 Exhibit and appendix references herein, unless otherwise stated, are to exhibits and the appendix to 
the Receiver’s Application for Temporary Restraining Order, Preliminary Injunction, and in the 
Alternative, Writ of Attachment, Concerning Accounts of Former Stanford Employees (Doc. 392). 
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Return

Nasdaq 100 

Return

20.63 85.31 101.95 -36.84 -32.65 -37.58 49.12 10.44 1.49 6.79 18.67 

S&P 500 

Return

31.01 26.67 19.53 -10.14 -13.04 -23.37 26.38 8.99 3.00 13.62 3.53 

Of course, Stanford financial advisors also had ready access to this type of information 

publicly, and customers would have expected them to know the index rates of return. 

33. As the chart above reflects, the SIB CD returns were in excess of and/or more 

consistent than virtually every other stock, CD, fund or other investment to which SIB 

compared its CDs in its marketing materials.  The Stanford financial advisors faced with these 

facts at least should have investigated to ensure they had an understanding of what they were 

selling and the suitability of those products for their customers. 

SIB Commission Rate Structure Was Economically Unsustainable 

34. Stanford financial advisors likewise were paid far above normal market 

commission rates to sell the SIB CDs, which is yet another factor that should have caused the 

financial advisors to investigate further, in particular regarding how SIB could afford to pay 

those rates.  SGC received a 3% commission (also called a “referral fee”) on the initial sale of 

a SIB CD, and 3% annually for the life of the CD.  Financial advisors, in turn, received as 

much as an annual 1% commission on all amounts their customers had in CDs for that year 

and were eligible for commissions on the initial sale of CDs of 1% or more.  As the SEC 

pointed out in a September 2005 letter to Jay Comeaux as part of an SEC investigation, this 

commission structure would result in SGC receiving a referral fee of 15% of the amount 

invested on a SIB CD with a 60-month maturity, which the SEC said was more than any rate 

legally allowed. See SEC Letter to Jay Comeaux, Ex. 11, Appx. 199-206.  SGC financial 
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statements, to which the Stanford financial advisors had access, referred to this letter in 2005, 

2006, and 2007.  That means the financial advisor for that customer would receive 5% of the 

amount invested over the life of the CD.  Moreover, if the financial advisor sold over $2 

million in SIB CDs in any given calendar quarter, they earned an additional 1% quarterly 

bonus on those sales.  By comparison, when an SGC broker sold a typical certificate of 

deposit issued by a U.S. bank (and insured by the FDIC), the commission to SGC was in the 

range of 0.05% to 0.125% of the initial amount invested, or roughly 150 times smaller than 

the normal commission SGC received on a SIB CD.  See Sales Credit Table, Ex. 19, Appx. 

229.  The financial advisors of course were aware of this disparity. 

35. In addition to exceeding payments received for U.S. bank CD products, the 

SIB CD commission structure for financial advisors was unusual in other ways.  The financial 

advisors received a percentage each year of the amount their clients held in SIB CDs, 

regardless of whether the financial advisor sold new CDs that year.  The “trailing 

commission,” as it was known, had the obvious impact of causing financial advisors to 

pressure customers into not redeeming their CDs -- i.e. into leaving their money with the 

bank.  In addition, the trailing commission was structured to incentivize financial advisors to 

continue selling new CDs by increasing — or decreasing — the percentage of their trailing 

commission depending on the volume of new CDs they sold — or did not sell — in a given 

year.

36. Commission and bonus structures like that used by SIB are not typical, largely 

because they cannot be sustained economically -- i.e. the investments do not make enough to 

cover the stated CD rates of return, commissions and referral fees along with other applicable 

expenses.  Stanford financial advisors typically worked as financial advisors for other firms 
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before coming to Stanford and thus would have known that the SIB commission rates were 

unusual.  Concerns regarding whether SIB lacked the ability to pay the purported rates of 

return, commissions, referral fees and expenses should have caused the Stanford financial 

advisors to investigate the SIB CD program. 

Information Available To Financial Advisors
About SIB Investment Portfolio Was Inadequate 

37. The NASD concluded as early as 2006 that SGC violated NASD rules through 

“unwarranted and misleading” assertions that SIB’s portfolio investments were “prudent”—at 

a time when SGC admitted that “no one at SGC knows what the investments are.”  See NASD 

Letter, Ex. 21, Appx. 231-33.  FTI’s investigation confirms this conclusion. 

38. FTI’s investigation has uncovered very little information available to the 

Stanford financial advisors about how SIB purportedly invested funds from the sale of CDs.  

It was commonly known throughout SGC that SIB was owned and controlled ultimately by 

Allen Stanford, that James Davis and Laura Pendergest-Holt had principal responsibility for 

the management of the SIB CD investment portfolio and that specific information regarding 

the investment portfolio was not readily available. 

39. On the few occasions where we have discovered that financial advisors 

actually inquired about SIB’s investments, however, they received extremely limited and 

generic information, making it impossible for them to evaluate the suitability of the CDs for 

their customers.  They nonetheless continued to sell the SIB CDs to customers and were well 

paid to do so. 

40. For example, in August 2007, financial advisor Doug McDaniel wrote to Jim 

Davis, Laura Pendergest, and Juan Rodriguez-Tolentino: “I have only done $3,000,000 of my 
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clients’ money (and my own) in the CD product.  I have the potential to do much more, but to 

do that, I would need to become even more comfortable with the product.”  See McDaniel

Email, Ex. 13, Appx. 209-12.  McDaniel attached a list of questions, noting “some of them 

may sound like an investigative reporter but I’d like to get as comfortable as I can with the 

bank.”  At Davis’s suggestion, McDaniel forwarded the questions to Rodriguez-Tolentino, the 

president of SIB, along with a  request for a phone call on the topic.  The attached questions 

included: “My understanding is that from 2000-2002, the Bank’s portfolio returns were in the 

range [of 11% to 15%]. With S&P and EAFE negative for all of those years, and yet a 

tolerance of up to 50% equity for the bank, how was the bank’s portfolio invested”; “What 

financial instruments and strategies are in place to guard against significant losses in the 

portfolio, particularly on the equity side? Does each of the managers hedge their own 

portfolios against loss or do you employ a separate manager to hedge the total bank 

portfolio.”; and “There are many people involved on the investment committee of the Bank. 

How does this committee ensure that appropriate hedging is in place? This would seem to 

require some sophisticated calculations outside the expertise of most investment committees.”  

FTI has located no evidence that Tolentino ever answered McDaniel’s very basic questions.  

By late 2008, McDaniel nonetheless had increased his client SIB CD portfolio to over $13 

million.  Between April 2006 and February 2009, he received $134,767 in SIB CD 

commissions, $84,359 in SIB quarterly bonuses, and $1,314,168 in loans. 

41. In March 2008, financial advisor Robert Ulloa wrote to Jason Green with a list 

of similar concerns regarding SIB.  See Ex. 8, Appx. 190-91:  Ulloa inquired as to: “SIB’s 

funding sources other than CDs?”; “Which banks provide liquidity funding to SGC?”; 

“Liquidity funding, how SGC does it?”; “SIB’s Equity Investments, what percentage is 
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private?”; “Have we reduced/increased our exposure to financials?”; “How leveraged is 

Stanford, is it 30 to 1 like most investment banks?”  Although Laura Pendergest-Holt 

suggested addressing Ulloa’s questions on an upcoming all-financial advisor call, noting “I 

am sure if he has these questions others will as well,” FTI has located no record of what, if 

any, answers were provided to the group.  By late 2008, Ulloa had increased his client SIB 

CD portfolio to over $165 million.  Between 2005 and 2009 he received $3,585,168 in SIB 

CD commissions and $987,973 in SIB quarterly bonuses. 

42. Also in March 2008, financial advisors Neal Clement, John Mark Holliday and 

Scot Thigpen discussed SIB and how to “have a good story to tell prospective clients . . . in 

these difficult markets.”  See Ex. 4, Appx. 23-27.  Thigpen noted that it was “difficult . . . to 

show [SIB is] able to provide positive returns even in light of horrible market conditions.”  

Thigpen opined that “[a]ccredited investors are pretty savvy investors lots of times” and asked 

how one could show them the available SIB CD rates without showing them the underlying 

portfolio returns.  Clement responded: “If I have a client that has to see the [SIB] portfolio, 

the SIB is not for them!!!!!”  By 2008, Clement’s client SIB CD portfolio exceeded $20 

million and Holliday’s exceeded $3 million.  Between April 2006 and February 2009, 

Clement received $270,347 in SIB CD commissions, $163,882 in SIB quarterly bonuses, and 

$639,506 in forgivable loans; and Holliday received $33,358 in SIB CD commissions and 

$597,503 in forgivable loans. 

43. Thus, the former Stanford financial advisors had insufficient information upon 

which to make recommendations to clients regarding the suitability of SIB CDs.  The NASD 

reached the same conclusion as part of a 2006 inquiry into the SIB CD program and SGC’s 

sales practices.  Specifically, the NASD concluded that SGC had violated NASD rules 
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through “unwarranted and misleading” assertions that SIB’s portfolio investments were 

“prudent”—at a time when SGC admitted that “no one at SGC knows what the investments 

are.” See NASD Letter, Ex. 21, Appx. 231-33.  The Stanford financial advisors under these 

circumstances should have conducted a full investigation to determine the suitability of the 

investment for their customers. 

The Limited Information That Financial Advisors Did Have 
Regarding The SIB CD Investment Portfolio  

Should Have Caused Them To Investigate Further 

44. Though the fact that information regarding the SIB CD investment portfolio 

was difficult to come by, alone, should have caused financial advisors to investigate further, 

the limited information they did have about the portfolio likewise should have put them on 

notice that the SIB CDs likely were not legitimate investment products.  The representations 

that SIB made about its investment strategy were not consistent with the purported investment 

returns.  Moreover, a review of SIB’s financial statements shows that the SIB financial model 

was not sustainable without the influx of new CD money. 

45. The fact that the SIB investment portfolio was controlled by James Davis and 

Laura Pendergest-Holt should have been cause for concern that the portfolio was not being 

managed properly.  It is extremely unusual for such a small number of people to manage and 

control a multi-billion dollar investment portfolio.  Most financial institutions search for and 

recruit the top talent in the market to manage portfolios of that size.  Davis, on the other hand, 

was Stanford’s college roommate who had worked with Stanford since college and had no 

investment management experience.  Likewise, Pendergest-Holt met Davis because their 

families were both from the same small Mississippi town.  She likewise started with Stanford 

right out of college and had no prior investment management experience.  Had the Stanford 
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financial advisors at least asked about Davis’s and Pendergest-Holt’s background, they would 

have found that Davis and Pendergest-Holt were not qualified to handle SIB’s investments.  

See exhibits KVT-9 at 1; KVT-10 at 5, 12-13; and KVT-11 at 3.  At best, the kind of success 

Pendergest-Holt and Davis claimed to have with the SIB CD investment portfolio could have 

been characterized as luck, something financial advisors should not rely upon in selling 

investment products to their customers.   

46. The extraordinary returns provided by the SIB CDs were particularly unusual 

considering SIB’s representations regarding its conservative investment strategy and emphasis 

on guaranteed returns to its CD customers.  As a general rule, in order to achieve higher levels 

of returns, it is necessary to take on a higher level of investment risk.  Here, SIB in essence 

claimed to buck this trend by providing consistently high returns as well as the lowest level of 

consumer risk.  Moreover, SIB offered no substantive explanation as to how it was able to 

achieve these uncommon results.  In its 2007 Annual Report, SIB claimed to “focus on 

maintaining the highest degree of liquidity as a protective factor for our depositors…[by 

investing] in a well-diversified portfolio of highly marketable securities issued by stable 

governments, strong multinational companies and major international banks.”  KVT-3 at 3.

This is hardly an extraordinary investment strategy and indeed is one promoted by many 

financial institutions whose products lost money and/or were very volatile while SIB CDs 

were supposedly providing consistent and positive returns.  At a minimum, this apparent 

disconnect between a conservative investment strategy and consistent and/or above-market 

returns should have caused the Stanford financial advisors to investigate and resolve this 

apparent disconnect.
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47. SIB’s claimed conservative investment strategy also did not square with the 

information SIB made available to the public about its portfolio.  For example, in its 2007 

annual report, which was available to all of the financial advisors (and the public), SIB 

claimed that its investment portfolio at fair value consisted of 58.6% equity, 18.6% fixed 

income, 15.6% alternative investments (i.e. hedge funds) and 7.2% precious metals.  See 

exhibit KVT-5.  SIB’s investment allocation for the years prior, going back to at least 2004, 

was very similar to this.  See exhibits KVT-6, 7 and 8. Other than the fixed income, the 

performance of every component of this investment allocation was volatile and subject to 

significant risk, particularly in the 2004 through 2007 time period.  Even fixed income has 

risk.  The Stanford financial advisors faced with SIB’s stated investment strategy and this 

information regarding its investment portfolio should have inquired further to understand 

exactly how the portfolio was invested.  

48. By reviewing SIB’s financial statements, a basic exercise that Stanford 

financial advisors selling SIB CDs should have performed, the financial advisors likewise 

would have seen that SIB’s apparent assets were volatile and subject to change and that even 

a small drop in market performance of SIB’s portfolio would have caused the total reported 

assets to become insufficient to pay CD obligations.  For example, in 2007 a mere drop of 

4.50% of the reported financial assets would have resulted in SIB’s combined cash, cash 

equivalents and reported financial assets being less than their outstanding purported CD 

obligations.  Indeed, as discussed further below, non-Stanford CPAs advising SGC customers 

came to these conclusions based on presumably the same or even less information than was 

available to the Stanford financial advisors.  
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49. When financial advisors have concerns or questions about an investment 

product, one obvious way for them to investigate the product is to review audit reports or 

contact the auditor directly.  Most multi-billion dollar investment funds go through rigorous 

audits by large and well-known audit firms and in fact switch auditors every few years to 

avoid even the appearance of impropriety.  This was not the case with SIB and the financial 

advisors were aware of this fact.  As reported in SIB’s annual statements, from SIB’s 

inception to its closing, its auditing firm was C.A.S. Hewlett & Co., Ltd., a very small local 

firm in Antigua.  The Hewlett firm lacked the apparent resources, credentials, reputation, and 

staff to audit a multi-billion dollar investment portfolio.  SIB used this firm even though at 

least 2 of the Big 4 audit firms and several other international firms had a presence on the 

island and all of the Big 4 had locations in the Caribbean.  The Stanford financial advisors 

should have investigated the adequacy of SIB’s auditor faced with this information. 

50. When some financial advisors tried to obtain information about or expressed 

concern about SIB’s auditor, they were unsuccessful.  Yet, they continued to sell CDs despite 

these concerns. See, e.g., Email from Bill Whitaker to Jason Green dated May 22, 2008, Ex. 

27, Appx. 251  (“I met with a very wealthy prospect yesterday…and his first question 

concerned the auditors, C.A.S. Hewlett & Co. Ltd. in Antigua…He also said that he was 

surprised that a $7 Billion bank did not retain a Big 4 or an International Auditor.  Please let 

me know who could I talk to give me a better understanding of the SIB auditors….”  FTI and 

the Receiver have not located a response); Email from Mark Groesbeck to Mark Kuhrt dated 

September 25, 2007, Ex. 28, Appx. 252.  Just before the Receiver was appointed in February 

2009, one of the financial advisors, Chuck Vollmer, acknowledged that he had been a 

proponent of hiring a “big name audit firm” for four years.  See Vollmer Email, Ex. 22, Appx. 
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234-35.  Despite these concerns, his client CD portfolio in 2008 was over $29 million, and he 

earned at least $680,000 in commissions and bonuses directly tied to selling SIB CDs. 

Financial Advisors Were Aware of Negative Findings By the SEC 

51. The Stanford financial advisors cannot credibly claim that they did not have 

sufficient notice of problems with SIB CDs to cause them to perform extensive additional 

investigation.  As the above examples of inquiries lodged by some financial advisors show, 

many financial advisors did have concerns, even if they ultimately failed to follow through on 

them.  Indeed, as early as 2002, another financial advisor, Leyla Basagoitia was fired, 

allegedly because of “her continued reluctance to push SIBL and its products”. See In re 

Stanford Group Company and Basagoitia, Docket No. 03-02025, 2004 WL 2191763, at *2 

(N.A.S.D. Sept. 15, 2004).  In an arbitration following her termination, Basagoitia alleged that 

SGC was “engaged in Ponzi scheme to defraud its clients” and that the SIB CD was “risky in 

nature, unsuitable, and not the interest of her clients.”  Had the Stanford financial advisors 

properly investigated, as they should have under these circumstances, they would have been 

led to the same inevitable conclusion or been thwarted in their efforts, which should have 

caused them to cease all sales of SIB CDs.   

52. Others who were not Stanford insiders raised such concerns, as the financial 

advisors were well aware.  For example, the SEC raised issues regarding SIB CDs and 

underlying investments in 2004 and 2005.  During the inquiry, the SEC observed a number of 

red flags and concluded that “SGC made material misstatements to investors concerning [SIB 

CDs and failed] to disclose material facts in connection with the sales.”  See SEC Letter to Jay 

Comeaux, Ex. 11, Appx. 199-206.   In September 2005, the SEC wrote to Jay Comeaux, and 

related the SEC’s finding that SGC’s SIB CD marketing materials falsely “imply little or no 
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risk to the investor” and that those materials were “materially misleading as they inaccurately 

imply a safety of principal and the guaranteed receipt of interest of the principal.” 

53. As part of the same inquiry, the SEC sent a detailed questionnaire to a number 

of SIB CD investors, clearly signaling concerns about the CDs, the makeup of the underlying 

investment portfolio, and misrepresentations that customer deposits were guaranteed or 

protected by insurance. See SEC Questionnaire, Ex. 17, Appx. 219-22.  Questions included: 

“Did anyone tell you where Stanford was going to invest your funds in order to generate 

returns for CD Program Investors?”; “Did anyone tell you that funds invested in the CD 

Program were insured against loss?”; “Did anyone guarantee the return of your principal 

investment?”; and “Please describe in full what you were told, if anything, about the risk of 

this investment.”  Notice of this questionnaire was sent to all financial advisors in May 2005.  

See Rep Poppell Email, Ex. 20, Appx. 230. 

54. Moreover, customers contacted their FAs to express concern caused by the 

inquiry and financial advisors discussed those concerns internally. See, e.g., Rep Poppell to 

Alvarado Email, Ex. 26, Appx. 250 (“Jay Comeaux phoned......his broker Doug Shaw has 

received a phone call from one of his clients. It seems the client has received a letter and 

subsequent request from the SEC regarding his respective purchase of a SIB CD from SGC. 

The letter is signed by Jennifer Brandt, SEC department of enforcement.  I am not aware of 

such letter and am attempting to contact SEC to inquire.  Jay is attempting to get a copy of 

this letter from the client.”).  Also in June 2005, another Baton Rouge financial advisor wrote 

to Hank Mills to “find out how many of your clients received a letter from the SEC and if

there were any negative repercussions.” See Email to Hank Mills, Ex. 23, Appx. 236 

(emphasis added).  In response to the questionnaire, Jay Comeaux and Mark Tidwell held an 
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all-hands meeting in Houston to discuss it in June 2005. See Tidwell Meeting Invite, Ex. 24, 

Appx. 237-38.  The invitees to this meeting included several financial advisors, including 

George Arnold, Andrea Freedman, Nancy Brownlee, Susana Cisneros, Jay Comeaux, Jason 

LeBlanc, Trevor Ling, Manuel Malvaez, Donald Miller, Spencer Murchison, Lupe Northam, 

Tony Perez, Lou Perry, Sumeet Rai, Doug Shaw, Brent Simmons, Christopher Thomas, Al 

Trullenque, and David Whittemore.  These financial advisors have accounts currently frozen 

by the Court’s orders in the aggregate amount of $7.3 million, representing nearly a third of 

the value of all former employee held accounts. 

55. The Stanford financial advisors who had knowledge of an inquiry by the SEC 

that questioned the SIB CD they were selling should have ceased selling the products until 

they were satisfied that the SEC’s concerns were unfounded. 

Financial Advisors Were Aware of Customer Concerns 

56. SIB customers were also raising concerns with their financial advisors that 

should have prompted further investigation.  In early 2007, a prospective SIB client produced 

an analysis and criticism of the SIB CD product and sent it to his financial advisor, Tim 

Vanderver. See Billy Hall SIB CD Analysis, Ex. 9, Appx. 192-94.  The analysis essentially 

concluded that SIB was a Ponzi scheme—SIB was “susceptible to a dependence on new 

deposits and renewed certificates in order to continue paying investors the guaranteed CD 

interest and the principal of maturing CDs” because only a small drop in the equities markets 

would likely render its assets insufficient to meet its liabilities; and further that SIB’s 

liabilities were already close to equaling or exceeding its assets.

57. The Hall memo was circulated to multiple Stanford employees.  In addition to 

in-house counsel Glen Rigby, at least the following other employees received a copy of the 
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analysis: Maggie Schiffer; JC Bradham; Jason Green; Suzanne Hamm; Bernerd Young; and 

Lori Guyton.  Indeed, one of the financial advisors who has a held account, Tim Vanderver, 

was instrumental in creating a misleading and largely irrelevant response to the prospective 

customer, which emphasized, among other things, SIB’s “well diversified” portfolio; the 

various insurance policies SIB maintains; and SIB’s “strong cash flow”, none of which 

Vanderver had a reasonable basis for asserting. See Vanderver Response to Hall Analysis, 

Ex. 10, Appx. 195-98.  Despite having notice of the above facts and his own customer’s 

concerns about SIB CDs, Vanderver increased his client SIB CD portfolio to $28 million by 

2008.  Between January 2006 and February 2009, Vanderver received $510,819 in SIB CD 

commissions, $208,168 in SIB quarterly bonus, and $980,000 in forgivable loans. 

58. In 2008, a prospective SIB client’s CPA sent an email to Jason Green and 

Chuck Vollmer that questioned SIB’s suspiciously consistent investment returns and all but 

concluded that SIB and Allen Stanford were the next Madoff. See Ex. 12, Appx. 207-08.  The 

CPA wrote “I'm not totally comfortable with Stanford International Bank”, noting that SIB’s 

audit firm was unknown to him, and concluding that SIB “just seems to good to be true.”  He 

asked “How do I know . . . [SIB’s] consistent growth in assets and remarkably steady 

financial performance . . . is real?  I know that seems like a rude question.”  In the ensuing 

internal discussion, one financial advisor added: “More disclosure on the current firm as well 

as the regulatory bodies that certify our financial soundness would be helpful.”

59. The Stanford financial advisors faced with similar customer concerns should 

have ensured that the CDs they were selling were in fact legitimate and that there was no basis 

for their customer concerns. 
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Financial Advisors Were Aware of Concerns Raised By Tidwell and Rawl

60. In July 2008, Bloomberg published an article stating that the SEC was 

“investigating sales of certificates of deposit by Stanford Group Company at its offshore 

bank, which has $6 billion in assets in Antigua.”  The article also noted that the SEC had 

issued subpoenas to two former SGC financial advisors who were allegedly forced to resign 

in 2007 because they refused to participate in SGC’s “illegal and unethical” marketing 

methods, Charles Rawl and Mark Tidwell.  The subpoenas sought information about the sale 

of SIB CDs and requested copies of training materials on SIB CD sales methods.  The article 

prompted much discussion among both Stanford employees and SIB CD investors, and led 

several investors to withdraw their funds from SIB. See, e.g., exhibit KVT-12 at 1 (Ed 

Ventrice asked Scott Chaisson and Jason Green, “[W]hat’s the deal with this, is this place a 

ticking time bomb?”); exhibit KVT-13 at 1 (Michael MacDonald wrote the following to 

Brenda Bohs, Michael Bober, and Ed Ventrice: “‘Oh the web we weave[.]’  Let’s hope they 

are lying [a]nd sgc is not doing something underhanded”); Doug Shaw Email, Ex. 15, Appx. 

215-16 (writing to Jay Comeaux: “Lost more $ from SIB due to the Tidwell article.  Have you 

had any issues with it?”); Robert Barrett Email, Ex. 16, Appx. 217-18 (notifying Jay 

Comeaux that a former client of Tidwell’s had redeemed a CD prior to maturity, which “was 

most likely the result of the Bloomberg article”).  In addition to being widely circulated 

within the company, the Bloomberg article was of course available to the public.  When faced 

with allegations of fraud such as these, the Stanford financial advisors should have refrained 

from selling the SIB CDs unless and until they had a full understanding of the Rawl and 

Tidwell allegations and determined that they were untrue. 
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S T A N F O R D  I N T E R N AT I O N A L  B A N K LT D .

I N T E R N AT I O N A L  P R I VAT E  B A N K I N G
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tanford Financial Group is a privately 

held, wholly owned global group of independent

financial services companies founded in 1932 

by Lodis B. Stanford, grandfather to the 

current sole shareholder Sir Allen Stanford.

Stanford's core businesses are private wealth

management and investment banking for 

institutions and emerging growth companies.

Stanford provides private and institutional

investors with global expertise in asset 

allocation strategies, investment advisory 

services, equity research, international private

banking and trust administration, commercial

banking, investment banking, merchant banking,

institutional sales and trading, real estate 

investment and insurance. Stanford serves

clients from over 100 countries on six continents.

Stanford International Bank is a member of

Stanford Financial Group.

S

Stanford Financial Group
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international
private
banking

S TA N F O R D  I N T E R N AT I O N A L BA N K LTD.
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Stanford International Bank offers the following advantages:

◆ Depositor security

◆ Higher interest rates on deposits

◆ Secure electronic account access

◆ Ancillary services

◆ Five-star personal service

◆ Innovative products

2

Stanford International Bank Ltd. conducts 

business with the world from its headquarters in Antigua. As a

member of the Stanford Financial Group, the Bank adheres to

business principles grounded in 75 years of proven financial 

success. Today, Stanford International Bank serves a worldwide

community of affluent individuals and their families. Our unique

private banking business model provides for the preservation of

capital in an atmosphere of professionalism and trust. 

SS TT AA NN FF OO RR DD II NN TT EE RR NN AA TT II OO NN AA LL BB AA NN KK LL TT DD ..
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3

Depositor Security
Our investment philosophy is anchored in time-proven conservative criteria,

promoting stability in our certificate of deposit products. Our prudent

approach and methodology translate into deposit security for our customers. 

Key components of Stanford International Bank’s investment 

criteria include:

Liquidity. We focus on maintaining the highest degree of liquidity as 

a protective factor for our depositors. The Bank’s assets are invested in 

a well-diversified portfolio of highly marketable securities issued by stable

governments, strong multinational companies and major international banks.

Investment Time Horizons. By continuously matching investment time

horizons against terms of deposits we are able to ensure adequate liquidity to

meet all customers’ requirements.

SS TT AA NN FF OO RR DD II NN TT EE RR NN AA TT II OO NN AA LL BB AA NN KK LL TT DD ..
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5

“Stanford International

Bank’s global investment

strategy minimizes 

exposure to any one 

regional market...”

SS TT AA NN FF OO RR DD II NN TT EE RR NN AA TT II OO NN AA LL BB AA NN KK LL TT DD ..

Global Investment Strategy.* Stanford International Bank’s global

investment strategy minimizes exposure to any one regional market by

broadly distributing our investments across many geographic areas.

No Credit Risk.** Stanford International Bank does not expose its

customers to the risks associated with commercial loans. Our only form of

lending is done on a cash-secured basis solely to existing customers. 

Insurance. Stanford International Bank maintains a comprehensive

insurance program with the following coverages:

• A depository insolvency policy insuring funds held in correspondent

financial institutions

• A bankers’ blanket bond

• A directors’ and officers’ liability policy

Minimization of Currency and Market Risk.* While the values of

international investments can be affected by changes in currency rates and

market risk, we minimize these risks by adhering to our investment philosophy.

* Investing in securities issued by international governments and corporations involves considerations and risks not

typically associated with investing in obligations issued by the U.S. Government and U.S corporations. The values of

international investments can be affected by changes in currency rates or exchange control regulations, application of

international tax laws, changes in governmental administration or economic or monetary policy, or changed

circumstances in dealings between nations. Forces of supply and demand on the foreign exchange markets determine

international currency change 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

currency exchange rates may be affected by the regulatory control of the exchanges in which the currencies 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 obligations and investment

policies, and may be affected by extended settlement periods.

** Conservation of principal and interest rates on the CD deposits are dependent upon returns in our investment

portfolios. Depending upon the climate in global investment markets, we utilize various investment strategies for the

Bank's portfolios, which may include fixed income, equities and currencies. The returns on the Index-Linked CD will 

also be affected by the Market Index you choose. If the returns on the Bank's portfolios negatively affect our financial

condition, then the same could negatively impact return of principal and interest on the CD.
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“Interest rates paid to

depositors are based on

reasonable investment 

return expectations ...”

Higher Interest Rates on Deposits

Stanford International Bank pays higher interest rates to depositors for 

the following reasons:

Consistent Profitability. Stanford International Bank has been

consistently profitable since inception. Rather than pay dividends to

shareholders on earnings, our business model was designed to use these

resources to enhance interest rates to depositors.

Global Investments.* Diversified global investments, not loans, are the

primary source of Bank earnings. Interest rates paid to depositors are based

on reasonable investment return expectations and are reviewed quarterly by

the board of directors.

Low Overhead. We minimize operational costs and streamline

administrative processes by staying true to our core competency—private

banking. The Bank also benefits through operational synergies already in

place within the Stanford Financial Group.

6

* Investing in securities issued by international governments and corporations involves considerations and risks not

typically associated with investing in obligations issued by the U.S. Government and U.S. corporations. The values of

international investments can be affected by changes in currency rates or exchange control regulations, application of

international tax laws, changes in governmental administration or economic or monetary policy, or changed

circumstances in dealings between nations. Forces of supply and demand on the foreign exchange markets determine

international 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

currency exchange rates may be affected by the regulatory control of the exchanges in which the currencies 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 obligations and investment

policies, and may be affected by extended settlement periods.
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Zero-Tax Jurisdiction. Our domicile does not tax earnings. This 

results in more available profit for reinvestment and the enhancement 

of depositor yields.

No Loan Losses.* By making only cash-secured loans to its existing

customers, the Bank eliminates credit risks and the negative impact on

earnings due to loan losses.

Greater Investable Assets. More than 90% of the Bank’s own equity

position supplements investable assets, improving our income-

producing capabilities.

7

* Conservation of principal and interest rate on the CD deposits are dependent upon returns in our investment portfolio.

Depending upon the climate in global investment markets, we utilize various investment strategies for the Bank’s

portfolios, which may include fixed income, equities and currencies. The returns on the Index-Linked CD will also be

affected by the Market Index you choose. If the returns on the Bank's portfolios negatively affect our financial condition,

then the same could negatively impact return of principal and interest on the CD.

SS TT AA NN FF OO RR DD II NN TT EE RR NN AA TT II OO NN AA LL BB AA NN KK LL TT DD ..

56

Case 3:09-cv-00724-N   Document 444-2    Filed 05/24/10    Page 57 of 64   PageID 4503



Interest Rates 19 9 7 – 2 0 06

Stanford International Bank CDs*
(not FDIC-Insured)

U.S. Bank CD Averages**
(FDIC-Insured)

Over the past decade, 

Stanford International Bank

CDs have outperformed 

U.S. bank CDs by an 

average of 3.9% Performance 19 9 7 – 2 0 06

8

Source: Bloomberg L.P.

Stanford
International Bank*

U.S. Banks**

The above graphics are based on a $1,000,000 deposit invested for 12 months and renewed annually.
The information herein has been obtained from sources we believe to be reliable, but we do not offer
guarantees as to its accuracy or completeness. Past performance is not a guarantee of future results. All
information is subject to change without notice.

* Stanford International Bank Limited CDs are not FDIC-Insured and are not subject to regulation
or oversight of any agency of the U.S. government, nor are they subject to any restrictions on how
portfolios are invested.

** U.S. Bank CDs are FDIC-Insured and are subject to regulation by an agency of the U.S.
government.
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“... access to account

information 24 hours 

a day, 365 days a year ...”

Secure Electronic Account Access 
Stanford International Bank offers customers access to their account

information 24 hours a day, 365 days a year through our private, password-

protected website. We continue to work toward making customer access

easier, while maintaining the optimum level of privacy and security.  

Our customer-only site will always utilize the most advanced firewall software

and encryption technologies available in the financial services industry. This

helps ensure the privacy upon which Stanford International Bank has built

its reputation. We invite both existing and prospective customers to visit our

public website stanfordinternationalbank.com.

Ancillary Services
Our high-performance accounts and respect for customer privacy are

supplemented by a range of ancillary services available to depositors. 

These include hold-mail and automatic bill paying, available upon request.

The Bank also issues some of the world’s most respected payment

instruments: American Express® Gold Card*, Visa® Gold Card and 

Gold MasterCard.®

9

* Offered only to non-U.S. residents.
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“Your Stanford private

wealth manager can help

you diversify into a range

of wealth management

strategies...”

Five-Star Personal Service
Our Bank was established with a personal service perspective from the very

beginning. Individualized attention and a true commitment to depositor

needs are standard operating procedure at Stanford International Bank. 

Integrity defines our environment, and a firm adherence to an elevated 

code of values is built into our customer service initiatives. Our private

wealth managers speak your language, understand your concerns and

discreetly execute your instructions. 

Your Stanford private wealth manager can help you diversify into a range 

of wealth management strategies through our affiliation with the Stanford

Financial Group. Expert planning is available in brokerage and investment

advisory services, trust administration and insurance. 

We invite you to contact us by calling (268) 480-3700.

10
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(1) This information should not be considered an offer. Please contact your Stanford International Bank representative for current account terms and conditions.

(2) For the U.S. Accredited Investor Program, a minimum opening balance of $50,000 is required.

(3) These CD deposits are subject to restrictions on transferability and resale and, in the U.S., may not be transferred or resold except as permitted under the Securities
Act of 1933, as amended, and the applicable state securities laws, pursuant to registration or 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.

(4) For the U.S. Accredited Investor Program, early withdrawal penalties can range from one to three month’s interest, depending on the term of the CD. 
For the FlexCD, penalties will be assessed on withdrawals greater than 25%.

(5) For the U.S. Accredited Investor Program, the redemption price is the current market value of the investment index calculation less a penalty of 10%.

(6) Minimum balance required.

(7) For the U.S. Accredited Investor Program, eligibility is based on a minimum balance of $250,000.

(8) Interest is paid only at maturity, but may be subject to income taxes in the year it was earned but not received, depending on the tax laws in your jurisdiction.

(9) Returns will be affected by the Market Index you choose and its volatility.

(10) Or currency equivalent.

Innovative Products

FIXEDCDSM (2) (3)

fixed-rate term deposit

3 months
6 months

12 months
18 months
24 months
36 months
48 months
60 months

FLEXCDSM (2) (3)

fixed-rate term deposit

3 months
6 months

12 months
18 months
24 months
36 months
48 months
60 months

INDEX-LINKED CDSM (2) (3)

3 years
4 years
5 years

PERFORMANCESM

adjustable-rate 
open-term account

PREMIUMSM

adjustable-rate 
open-term account

EXPRESSSM

adjustable market-rate 
open-term account (offered
as a supplementary 
account to Stanford
International Bank clients)

U.S. dollars
Euros
Other international currencies

U.S. dollars
Euros
Other international currencies

U.S. dollars only

U.S. dollars
Euros
Other international currencies

U.S. dollars only

U.S. dollars
Euros
Other international currencies

None allowed. Interest
accumulates and is paid 
upon maturity(4)

Interest may be withdrawn(6)

Up to 25% of principal with 
5 banking days’ notice, with 
a maximum of 4 withdrawals
per calendar year(4)

Not allowed for the first 12
months; thereafter,
withdrawals allowed subject to
penalties(5)

Any amount

Requires 15 calendar 
days’ notice

Any amount

Requires 15 calendar 
days’ notice

Any amount

Within 24 hours of 
notification during 
regular banking days

None allowed

Allowed (minimum 
amount required)

None allowed

Any amount, at any time 

Any amount, at any time 

Any amount, at any time

Attractive CD rates

If base rate goes up,
eligible balances (7) receive
the higher rate

If base rate goes down, 
clients receive the original
base rate until maturity

Interest compounded daily

Automatic rollover

Attractive CD rates with 
added level of flexibility

If base rate goes up,
eligible balances (7) receive
the higher rate

If base rate goes down, 
clients receive the original
base rate until maturity

Interest compounded daily

Automatic rollover

Fixed attractive
minimum return
on investment (8) 

High growth potential (9) 

Preservation of capital

Adjustable rate of return 
with easy access to funds

Interest compounded daily

Adjustable rate of return 
with easy access to funds

Offers yields equivalent 
to the performance of 
selected U.S. Treasury
bills and notes

Interest compounded daily

24-hour access 

Market-rate interest on
qualifying balances(10)

Interest compounded daily

ACCOUNT(1) CURRENCY WITHDRAWALS ADDITIONAL DEPOSITS KEY BENEFITS
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Stanford International Bank Limited (“SIB”) is a private financial institution
chartered under the laws of Antigua and Barbuda whose deposits are not
covered by deposit insurance protection provided by the U.S. Federal
Deposit Insurance Corporation.

SIB's products are ordinary bank deposit obligations and are not securities
under U.S. federal or any state law.  Therefore, they are not subject to
the reporting requirements of any jurisdiction outside of Antigua and
Barbuda, 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 requirements thereunder.
There is no guarantee investors will receive interest distributions or the
return of their principal.

Stanford Group Company may offer SIB CDs to its clients and receive 
a referral fee from SIB. Referral fees paid do not reduce the principal
amount of any CD deposits or any interest earned thereon. Investors who
are residents of the U.S. must be accredited investors and may receive this
material only when preceded or accompanied by the Disclosure Statement
for SIB’s U.S. Accredited Investor Certificate of Deposit Program which
fully discloses the potential benefits and risks of the investment. 

Stanford International Bank Ltd.
A member of the Stanford Financial Group.

Stanford Group Company
Member FINRA and a member of the Stanford Financial Group.

SIB39 ENG      © 2008 Stanford International Bank Limited     20467 SIB (Replaces 19511) 4.08 10M EAR
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Stanford International Bank Ltd.
No. 11 Pavilion Drive • St. John’s, Antigua, West Indies

Tel. 208.480.3700 • Fax 268.480.3737

Stanford Group Company
Member FINRA

5050 Westheimer • Houston, Texas 77056
713.964.8300

stanfordfinancialgroup.com

Members of the Stanford Financial Group.
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