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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

PASHA ANWAR, et al.,

Plaintiffs,
Master File No. 1:09-cv-00118-VM-THK
V.

FAIRFIELD GREENWICH LIMITED, et al.,
Defendants.

This document relates to:

Joaquina Teresa Barbachano Herrero v. Standard

Chartered Bank International (Americas) Limited and
Standard Chartered PLC, 1:11-cv-03553-VM

THIRD AMENDED COMPLAINT

Plaintiff, JOAQUINA TERESA BARBACHANO HERRERO (“Barbachano”), by and through
undersigned counsel and pursuant to the Federal Rules of Civil Procedure, hereby files this Amended
Complaint for Damages against Defendants, STANDARD CHARTERED BANK INTERNATIONAL
(AMERICAS) LIMITED and STANDARD CHARTERED PLC (collectively, the “Defendants”), and
alleges as follows:

NATURE OF THE ACTION, THE PARTIES, JURISDICTION AND VENUE

1. This is an action for violation of state securities laws, breach of fiduciary duty, fraud,
gross negligence, and negligent misrepresentation. It arises from fraudulent and/or negligent investment
advice and recommendations rendered, and the material omissions of fact made by the Defendants and/or
their predecessors in interest to Barbachano, which caused the unsuitable investment of the assets in
Barbachano’s portfolio, exposing those assets to substantial risk and, ultimately, multi-million dollar
losses, the unsuitable leveraging of Barbachano’s portfolio through a multi-million dollar loan, and the
further investment (and loss) of some of the assets contained in Barbachano’s portfolio in the massive

Ponzi scheme perpetrated by Bernard Madoff.
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2. Barbachano is a resident and citizen of Mexico. In late 1996, she became a client of
American Express Bank, Ltd. and its subsidiary, American Express Bank International (collectively
“AEBI”), in Miami, Florida, the predecessors of the Defendants. AEBI provided financial and investment
advice to Barbachano, assigning its employee, Jennifer Sierra (“Sierra”), as Barbachano’s “Relationship
Manager.” As a result, and continuing thereafter, Barbachano reposed her trust and confidence in AEBI
and Sierra, which AEBI and Sierra accepted, entering in to a fiduciary relationship with Barbachano.
Indeed, AEBI, by and through Sierra, eventually managed all aspects of Barbachano’s personal finances
and investments.

3. Defendant Standard Chartered PLC is organized and existing under the laws of the
United Kingdom, with a place of business at 1 Aldermanbury Square, London, EC2V 75B, United
Kingdom, and is the parent corporation of Defendant Standard Chartered Bank International (Americas)
Limited, by and through its wholly owned subsidiaries, Standard Chartered Holdings Ltd. and Standard
Chartered Americas.

4, Defendant Standard Chartered Bank International (Americas) Limited is a corporation
organized under the laws of the United States and is authorized to do business in Florida with a place of
business at 1111 Brickell Avenue, Miami, Florida 33131.

5. AEBI was an Edge Act corporation that offered traditional private banking services to
individuals outside of the United States and was headquartered in Miami, Florida at all relevant times.

6. In or about February 2008, Defendant Standard Chartered Bank PLC acquired the
American Express Bank, Ltd. and all of its subsidiary companies and affiliated companies, including
AEBI, changing its name to Standard Chartered Bank International (Americas) Limited. For ease of
reference, Standard Chartered Bank PLC, AEBI, and Standard Charter Bank International (Americas)
Limited shall collectively be referred to as the “Bank.”

7. This Court has jurisdiction pursuant to the Edge Act of 1913 (12 U.S.C. § 632).
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8. Venue is proper in the United States District Court for the Southern District of Florida
pursuant to 28 U.S.C. 8 1391(b) because a substantial part of the events or omissions giving rise to the
claims alleged herein occurred in Miami, Florida.

9. This action was originally filed in the United States District Court for the Southern
District of Florida. By order of the United States Judicial Panel on Multidistrict Litigation entered on
May 20, 2011, this action was transferred to the United States District Court for the Southern District of
New York for inclusion in the coordinated and consolidated pretrial proceedings in In re Fairfield
Greenwich Group Securities Litigation.

FACTUAL ALLEGATIONS

10. In 1994, Barbachano inherited approximately $6 million following the death of her
father, a well-known movie producer in Mexico.

11. In late 1996, Barbachano became a client of the Bank, and Sierra was assigned as her
Relationship Manager. Barbachano advised Sierra that she had no knowledge of finances and
investments and that her goal was to preserve her inheritance while making a modest return. In that
regard, Barbachano advised Sierra that she (Sierra) should treat Barbachano like an “old widow” when
making investment recommendations and not to gamble with her assets. Sierra advised Barbachano that
her investment objective was “capital preservation and growth.” Sierra further advised Barachano that
her investment risk factor was considered “moderate conservative” and that her overall investment
position would be conservative, but when the market presented an opportunity, Sierra would take some
small risks. See Exhibit A, attached hereto and incorporated herein.

12. In addition, Sierra arranged for Barbachano to place a substantial part of her assets in a
trust, which was subsequently created in the Cayman Islands, with AMEX International Trust (Cayman)
Ltd., an affiliate of AEBI, acting as “Trustee,” and, later, with Standard Chartered Trust (Cayman) Ltd.,
an affiliate of the Defendants, acting as “Trustee.” The trust was initially named “Las Trojes,” and was

later re-named “Los Camotes,” with the assets transferred into the trust by Barbachano and held by the
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Trustee for the benefit of Barbachano through two companies, Fardoll Co. Ltd. and Vegadeo Co. Ltd.
Barbachano was the grantor and beneficiary of the assets held by the trust through the companies.*

13. Throughout their relationship, the Bank, by and through Sierra, made all investment
decisions for Barbachano. In particular, Sierra, and together at times with John Dutkowski
(“Dutkowski”), a Senior Investment Specialist of the Bank, would tout investments to Barbachano, advise
Barbachano that the investments she and Dutkowski recommended were not risky, and assure Barbachano
that the Bank reviewed in detail all the investments that Sierra and Dutkowski recommended and would
continually monitor Barbachano’s investments. Sierra would also show investment documents to
Barbachano but would not necessarily leave them for Barbachano to review because, as Sierra said, she
“would not understand them.” For example, in the Bank’s “call report,” dated July 30, 2004, Sierra writes
that “[Barbachano] is still in the process of learning the investment management of the account.” The
July 30, 2004 call report is attached hereto as Exhibit B.

14. The Bank, by and through Sierra, became involved in all aspects of Barbachano’s
investments and finances. Sierra met with Barbachano approximately four times each year (if not more)
in both Miami, Florida and Mexico to review her portfolio and make recommendations. Sierra also spoke
by telephone with Barbachano on a monthly or even more frequent basis concerning her investments and
finances, repeatedly assuring Barbachano that she (Sierra) was monitoring her investments. Sierra also
managed withdrawals and deposits for Barbachano, caused the payment of bills for Barbachano’s Florida
residence and credit cards, and ensured the payment of taxes. In addition, Sierra befriended Barbachano,
often meeting her for dinner and taking a vacation with her to Key West, Florida. When Barbachano
decided to sell her Florida residence, Sierra caused her (Sierra’s) husband to act as Barbachano’s broker,

thus obtaining a commission from the sale.

! Because of the affiliated relationship between the Trustee and the Defendants, it would be futile
to demand that the Trustee bring suit against the Defendants.
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Fairfield Investments

15. In or about January 2004, the Bank, by and through Sierra, began touting to Barbachano
an investment in Fairfield Sentry Limited Fund (“Fairfield”), which was eventually exposed as a feeder
fund for Madoff’s Ponzi scheme. Sierra represented that the investment in Fairfield was a “risk reducer”
for Barbachano’s investment portfolio. Sierra further represented that the Bank had investigated Fairfield
and that Fairfield was not risky, had “no volatility,” provided a six (6) to seven (7) percent annual return,
and was a safe, conservative investment. Sierra also represented to Barbachano that an investment in
Fairfield was an opportunity for only a select number of investors.

16. Unbeknownst to Barbachano, the Bank, by and through Sierra and Dutkowski, only
began touting investment in Fairfield after Fairfield agreed to pay a “trailer fee” to the Bank in the amount
of one-half of one percent of each investment per year. The Bank failed to disclose to Barbachano the
payment of this “trailer fee” at any time. The Bank also failed to disclose to Barbachano that it only
agreed to market Fairfield after Fairfield agreed to pay the Bank the “trailer fee.”

17. On February 2, 2004, on the recommendation of Sierra, upon which Barbachano
reasonably relied, Barbachano invested $300,000.00 in Fairfield.

18. Also, in 2004 and 2005, Barbachano, through an investment account maintained with
UBS, invested approximately $100,000.00 in Fairfield.

19. In or about January 2006, Barbachano transferred the investments she maintained at UBS
to AEBI, and as a result, approximately ninety-five (95) percent of Barbachano’s funds were managed by
the Bank.

20. On or about February 17, 2006, Sierra and Dutkowski reviewed Barbachano’s
investments (see Exhibit C, attached hereto and incorporated herein) and recommended that the
investments in Fairfield be kept in Barbachano’s portfolio as a “risk reducer,” a recommendation upon

which Barbachano reasonably relied. See “Investment Proposal” dated February 2006, which is attached

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
2699 S. Bayshore Drive, Seventh Floor, Miami, FL 33133 (305) 856-2444; (305) 285-9227



Herrero v. Standard Chartered Bank International (Americas) Limited, et al., 1:11-cv-03553-VM
Master File No. 1:09-cv-00118-VM-THK

hereto and incorporated herein as Exhibit D. Thereafter, the Bank would continue to recommend that
Barbachano maintain and increase her investment in Fairfield.

21. In 2006, Barbachano decided to sell her residence in Florida. Sierra caused her husband,
John Naranjo and his company, Acqua International Reality, to act as Barbachano’s broker, thus
obtaining a commission from the sale of her residence.

22. In June 2006, after receiving the net proceeds from the sale of Barbachano’s residence,
Sierra caused Barbachano to invest an additional $400,000.00 in Fairfield. However, The Bank did not
obtain Barbachano’s written authorization for this additional investment.

23. Sierra and Dutkowski always touted the investment in Fairfield as a “risk reducer” for
Barbachano’s investment portfolio, representations upon which Barbachano reasonably relied. For
example, and as stated above, in February 2006, Sierra and Dutkowski presented Barbachano with an
“Investment Proposal” that stated Fairfield was a “risk reducer.” See Exhibit D. Moreover, during their
conversations, Sierra and Dutkowski repeatedly told Barbachano that the investments in her portfolio
were safe, were suitable to her investment objectives and risk tolerance, and that the Bank properly
investigated and monitored those investments.

24. However, during this time, neither Sierra nor Dutkowski advised Barbachano that
Fairfield was a feeder fund for Bernard L. Madoff Investments Securities, LLC (“BLMIS™), that the Bank
had received and was continuing to receive a “trailer fee” for the investment, and that the sole function of
Fairfield, other than raising money from investors and extracting healthy fees for its sponsor, Fairfield
Greenwich Group (“FGG”), was to turn over those investments to BLMIS, which was controlled by
Bernard L. Madoff.

25. Furthermore, despite various representations made by Sierra and Dutkowski, as described
above, the Bank failed to conduct adequate due diligence concerning the Fairfield investment in violation
of both the Bank’s internal due diligence standards and those prevalent in its sector of the financial

industry. Specifically:
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a. In violation of its own internal policies, the Bank recommended the Fairfield

investment without doing any initial or on-going due diligence on Fairfield’s sub-

advisor, BLMIS; and ,

b. The Bank ignored obvious red flags, which should have put it on notice — and which

made it reasonably foreseeable — that Madoff was engaged in a fraud, including but

not limited to:

Vi.

Vii.

viii.

BLMIS’ invariable positive monthly return and low standard deviation;

The lack of any comparable product with comparative returns;

The fact that BLMIS performed both execution and custodial functions with
the invested funds, which was exclusively controlled by Bernard Madoff;
The fact that BLMIS failed to file required SEC Form 13-Fs prior to
February 2007, and, those that were filed after February 2007, evidenced
discrepancies between amounts reported and amounts the company was
supposedly managing;

The fact that financial institutions investing with BLMIS, including the
Bank, were not generally allowed to go visit BLMIS for due diligence
purposes;

The fact that BLMIS’ financial audits were conducted by a two-man firm,
Friedhling & Horowitz;

The fact that BLMIS did not charge an administrative fee for its services or a
share of supposed profits;

The fact that BLMIS did not allow any real-time electronic access to trading;

and
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iX. The fact that BLMIS utilized outdated technology, including paper trading
confirmations, which were sent daily via U.S. mail to feeder funds, such as
Fairfield.

26. In addition, the Bank failed to disclose that Fairfield’s due diligence concerning BLMIS
was similarly inadequate. For example, Fairfield failed to prepare any independent accounting report
regarding the design or operational effectiveness of the internal controls at BLMIS.

217. Barbachano reasonably relied on the Bank’s representations, by and through Sierra and
Dutkowski, regarding Fairfield and had Barbachano been aware that those representations were false, she
would not have invested in Fairfield.

28. Likewise, had Barbachano been aware that the Bank failed to conduct adequate due
diligence concerning the Fairfield investment, in violation of both the Bank’s internal due diligence
standards and those prevalent in its sector of the financial industry, that the Bank was receiving a “trailer
fee” from Fairfield and had only agreed to market Fairfield after Fairfield had agreed to pay the “trailer
fee,” and that Fairfield had failed to conduct adequate due diligence regarding BLMIS, Barbachano would
not have invested in Fairfield.

Lack of Suitability of Barbachano’s Portfolio Investments

29. The Bank’s stated risk tolerance for Barbachano was always moderate conservative, with
an investment objective of capital preservation and growth. See Exhibit A. However, by June 2008, the
Bank, by and through Sierra and Dutkowski, had made substantial changes to the composition of
Barbachano’s portfolio, increasing the risk in the portfolio by substantially allocating Barbachano’s assets
to equities and alternative investments while simultaneously decreasing the amount of assets held in cash

and bonds. Thus, by June 2008, the allocation of Barbachano’s portfolio to cash and bonds was a mere
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eleven (11) percent, that allocation of assets was unsuitable to Barbachano’s investment objective of
capital preservation and growth and her risk tolerance of moderate conservative.’

30. Specifically, on or about June 6, 20007, Sierra and Dutkowski met with Barbachano and
her husband, Hector Velasquez (“Velasquez”), in Mexico City. During this meeting, Sierra and
Dutkowski recommended that Barbachano reallocate her assets based on then-existing market conditions,
while maintaining her position in Fairfield. Dutkowski and Sierra claimed that they would diversify her
portfolio to minimize risk, using an investment risk factor of “moderate conservative” for Barbachano’s
assets, and that Barbachano should expect earnings of five (5) to seven (7) percent for 2008. When
Velasquez asked what Barbachano’s losses could be, Dutkowski advised that in the worst of cases,
Barbachano could suffer losses of ten (10) to twelve (12) percent.

31. During the June 2007 meeting, Barbachano reiterated to Sierra and Dutkowski that she
did not understand anything about investments and that she wanted to be clear that she did not want to
risk her money. This message was repeatedly told by Barbachano to Sierra and Dutkowski during
subsequent meetings on or about September 26, 2007 and June 2, 2008

32. Moreover, during a February 28, 2008 meeting between Barbachano, Velasquez, Sierra,
Dutkowski, and Carla Borelly (Sierra’s assistant) in Mexico City, Dutkowski described current market
conditions, and Barbachano and Velasquez “reminded [Dutkowski and Sierra] to be cautious in the event
things turned worse instead of better.” See the Bank’s March 5, 2008 call report, authored by Sierra,
Exhibit E, attached hereto and incorporated herein. Also, a month earlier, on January 18, 2008, Sierra
advised Velasquez that Dutkowski had stated that the American market is “extremely undervalued and

oversold,” thus providing further assurances to Barbachano that her assets were not at risk and that the

% The respective allocations of and investments contained in Barbachano’s portfolio for the
months of June 2006, December 2007, June 2008, December 2008, and September 2009 are set forth in
Exhibit F, attached hereto and incorporated herein.
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Bank was monitoring her investments. However, by the summer of 2008, Sierra believed that market
conditions were highly volatile and that the markets were “going crazy.”

33. Furthermore, during a June 2, 2008 meeting with Barbachano, Sierra, Velasquez, and
Dutkowski in Mexico City, Barbachano repeatedly asked Sierra if everything was under control with her
accounts, and Sierra continuously assured Barbachano that everything was fine and that Barbachano had
nothing to worry about since Sierra was taking care of everything.

34. By the end of July 2008, over forty-two (42) percent of Barbachano’s portfolio was
invested in Signature Global Equities — an investment that the Bank rated four out of five on its risk
matrix (with five being the most risky and one being the most conservative). Moreover, by the end of
July 2008, over sixteen (16) percent of Barbachano’s portfolio was invested in Fairfield — an investment
that was a fraud and one in which the Bank had failed to conduct adequate due diligence or disclose to
Barbachano that it was receiving “trailer fees” for her continued investment in that product.

35. In or about June 2008, Barbachano also advised Sierra that she wanted to withdraw
substantial funds from the portfolio managed by the Bank in order to purchase and renovate property in
Mexico. Barbachano’s withdrawal of funds from her portfolio would result in both Sierra receiving
reduced compensation from the Bank and the Bank collecting reduced fees from Barbachano for her
assets under management.

36. Sierra discouraged Barbachano from withdrawing assets from her portfolio and, instead,
persuaded Barbachano to obtain a multi-million dollar loan from the Bank. Further, the Bank caused the
loan to be secured by the assets contained in Barbachano’s investment portfolio and, thus, increased the
volatility of the portfolio.

37. In so doing, Sierra had Dutkowski prepared an analysis, based on past performance of
Barbachano’s portfolio, to persuade Barbachano that she should obtain the loan from the Bank rather than

liquidate a portion of her portfolio. Sierra also told Barbachano that she did not need to worry about
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risking her money because Barbachano had a very secure portfolio. When Barbachano raised the
possibility of only taking a loan for half the amount, Sierra insisted that a full loan was the better course.

38. It was unsuitable investment advice for Sierra to recommend that Barbachano leverage
her portfolio and obtain a multi-million dollar loan from the Bank when Sierra knew that the market was
experiencing extreme volatility. In addition, Sierra did not advise Barbachano that it was to her (Sierra’s)
financial benefit for Barbachano to obtain a loan from the Bank rather than reduce the amount of assets
contained in Barbachano’s portfolio.

The Fallout

39. In 2008-09, Barbachano suffered losses of approximately forty-three (43) percent in her
portfolio, including all monies invested in Fairfield when Madoff’s Ponzi scheme was revealed on
December 11, 2008. Even excluding the investment in Fairfield, Barbachano lost approximately twenty-
six (26) percent of the value of her portfolio — losses that Barbachano would not have suffered if the Bank
had managed her portfolio consistent with Barbachano’s risk level and investment objective.

40. In late August 2009, Sierra left the employment of the Bank. On August 19, 2009,
however, and prior to her departure from the Bank, Sierra advised Barbachano (while at Barbachano’s
home in Mexico) that she should sue the Bank because her assets had been mismanaged — specifically,
that there were suitability issues related to Barbachano’s portfolio and that the Bank was a “mess.” Sierra
also told Barbachano that she (Sierra) did not obtain written authorization from Barbachano for many of
the investments made and sold by the Bank on her behalf, as she was required to obtain, and failed to
make changes to the trust, as Barbachano had requested. Further, upon Sierra’s departure from the Bank,
she failed to give Barbachano documents that Barbachano had previously requested.

41. On or about September 9, 2009, the Bank, by and through its representative and
Barbachano’s new relationship manager, Jose del Vecchio (“Del Vecchio™), met with Barbachano and
Velasquez in Mexico City. Del Vecchio told Barbachano that her portfolio had been mismanaged.

Rather than having a moderate conservative portfolio, many of her assets had actually been placed in
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high-risk investments and Barbachano’s portfolio was actually “aggressive,” which was the reason she
had lost so much money. Del Vecchio also criticized Sierra’s management of Barbachano’s account.

42. In October 2009, Del Vecchio, along with Dutkowski, recommended a new allocation of
Barbachano’s remaining assets to align her portfolio with her investment objectives. The proposal
reduced Barbachano’s investment in equities and increased her position in fixed income assets, which
would re-allocate the composition of the portfolio to make it more conservative. The Bank, by and
through Del Vecchio and Dutkowski, proposed that Barbachano’s investment in Signature Global
Securities be reduced by $1.2 million (reducing her equity assets from approximately fifty-one (51)
percent of her portfolio to approximately twenty-four (24) percent of her portfolio) and that she invest
$1.7 million in PIMCO Global Bonds (increasing her fixed income assets from approximately twenty-
three (23) percent of her portfolio to approximately sixty-one (61) percent of her portfolio). A copy of the
October 2009 “Investment Proposal” is attached hereto and incorporated herein as Exhibit G.

43. Thereafter, Barbachano attempted to end her relationship with the Bank and transfer her
assets. However, the Bank, by and through Del Vecchio, attempted to have Barbachano execute
documents releasing the Bank from any liability for the losses that she had suffered. = The Bank also
failed to provide Barbachano with account documentation that she repeatedly requested. And, to release
her assets, the Bank demanded that Barbachano repay her loan full, which Barbachano ultimately did in
order to transfer her assets.

44, Finally, in or about April 2010, Barbachano closed her accounts with the Bank.

COUNT |

INVESTMENT FRAUD - VIOLATION OF FLORIDA STAT. §§517.301 & 517.211(2)
(AGAINST ALL DEFENDANTYS)

45, Barbachano realleges paragraphs 1-44 as if fully set forth herein.
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46. This is an action against the Defendants for violations of the anti-fraud provisions of
section 517.301 of the Florida Statutes, part of the Florida Securities and Investors Protection Act (the
“Act”), which seeks recovery pursuant to section 517.211(2) of the Florida Statutes, all part of the Act.

47. Section 517.301 provides in relevant part that:

It is unlawful and a violation of the provisions of [Chapter 517] for a person:

(a) In connection with the rendering of any investment advice or in connection with the offer,
sale, or purchase of any investment . . ., directly or indirectly:

1. To employ any device, scheme, or artifice to defraud,;
2. To obtain money or property by means of any untrue statement of a material fact or
any omission to state a material fact necessary in order to make the statements made, in

the light of the circumstances under which they were made, not misleading; or

3. To engage in any transaction, practice, or course of business which operates or would
operate as a fraud or deceit upon a person.

48. Section 517.211(2), Fla. Stat., also provides in relevant part:

Any person purchasing or selling a security in violation of s. 517.301, and every director,

officer, partner, or agent of or for the purchaser or seller, if the director, officer, partner,

or agent has personally participated or aided in making the sale or purchase, is jointly and

severally liable to the person selling the security or purchasing the security from such

person in an action for rescission, if the plaintiff still owns the security, or for damages, if

the plaintiff has sold the security.

49. The shares of Fairfield were a “security” as that term is used in the Act. In addition, the
Defendants rendered investment advice in connection with Fairfield and other securities and investments
in Barbachano’s investment portfolio, which also included securities with Global Signature Equities.

50. Defendants, by and through Bank employees working from the Bank’s Miami, Florida
location, rendered unsuitable investment advice to Barbachano in connection with the purchase and sale
of securities in her investment portfolio, causing that portfolio to be allocated among investments
unsuited to her investment objectives and risk tolerance. In so doing, Defendants employed a device,

scheme, or artifice to defraud Barbachano; Defendants obtained money or property by means of untrue

statements of a material fact and/or failure to state material facts necessary in order to make the
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statements made, in the light of the circumstances under which they were made, not misleading; and/or
Defendants engaged in a transaction, practice, or course of business which operated or would operate as a
fraud or deceit upon Barbachano.

51. The Defendants knew or should have known that the allocation of investments were
unsuitable for Barbachano; the Defendants recommended the investments to Barbachano notwithstanding
the unsuitability thereof and her lack of investment sophistication; the Defendants, fraudulently and/or
negligently made material misrepresentations of material facts and failed to disclose material information
relating to the suitability of the investments that they recommended; and the Defendants often made
investment decisions without obtaining Barbachano’s written authorization.

52. In particular, by June 2008, the Bank, by and through Sierra and Dutkowski, had made
substantial changes to the composition of Barbachano’s portfolio, increasing the risk in the portfolio by
allocating the vast majority — eighty-nine (89) percent — of Barbachano’s assets to equities and alternative
investments while decreasing the amount of assets held in cash and bonds. Thus, by June 2008, the
allocation of Barbachano’s portfolio to cash and bonds had been reduced. That reallocation of assets was
unsuitable to Barbachano’s investment objective of capital preservation and growth and her risk tolerance
of moderate conservative.

53. Moreover, by July 2008, over forty-two (42) percent of Barbachano’s portfolio was
invested in Signature Global Equities — an investment that the Bank rated four out of five on its risk
matrix (with five being the most risky and one being the most conservative). Also, by July 2008, over
sixteen (16) percent of Barbachano’s portfolio was invested in Fairfield — an investment that was a fraud
and one in which the Bank had failed to conduct adequate due diligence, monitor, or disclose to
Barbachano that it was receiving “trailer fees” for her purchase and continued investment in that security.

54, Furthermore, in 2008, the Defendants caused Barbachano to obtain a multi-million dollar
loan from the Bank rather than liquidate a portion of her portfolio. It was unsuitable investment advice

for Sierra to recommend that Barbachano leverage her investment portfolio and obtain a multi-million
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dollar loan from the Bank when Sierra knew that the market was experiencing extreme volatility. In
addition, Sierra did not advise Barbachano that it was to her (Sierra’s) financial benefit for Barbachano to
obtain a loan from the Bank rather than reduce the amount of assets under management in Barbachano’s
portfolio.

55. The Defendants knew or should have known that the recommendations made to
Barbachano were unsuited to her investment objectives and risk tolerance.

56. The Defendants acted or purported to act as a fiduciary to Barbachano in rendering her
investment advice in connection with the purchase and sale of securities in her investment portfolio.

57. Barbachano justifiably relied upon Defendants’ misrepresentations and omissions,
following their investment recommendations and decisions in connection with the purchase and sale of
securities in her investment portfolio.

58. In addition, the Defendants acted as an undisclosed agent of Fairfield in connection with
Barbachano’s purchase of that security and the Bank’s recommendation that Barbachano maintain her
investment in Fairfield, obtaining hidden “trailer fees” from Fairfield for Barbachano’s purchase and
continued investment in the Fairfield securities.

59. The Defendants also failed to conduct adequate due diligence and ignored obvious red
flags in connection with their recommendation that Barbachano purchase and maintain her investment in
Fairfield securities, while fraudulently and/or negligently representing to Barbachano that they had
reviewed in detail all the investments recommended to her, and while fraudulently and/or negligently
touting the investment in Fairfield as a “risk reducer” for Barbachano’s investment portfolio, and
fraudulently and/or negligently representing that Fairfield had “no volatility,” would provide a six (6) to
seven (7) percent annual return, and was a safe, conservative investment, when the Bank failed to conduct
any due diligence to make and/or verify these representations.

60. Furthermore, the Defendants’ failure to disclose to Barbachano the “trailer fees” obtained

from Fairfield constitutes an omission of a material fact in connection with the purchase or sale of a

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
2699 S. Bayshore Drive, Seventh Floor, Miami, FL 33133 (305) 856-2444; (305) 285-9227



Herrero v. Standard Chartered Bank International (Americas) Limited, et al., 1:11-cv-03553-VM
Master File No. 1:09-cv-00118-VM-THK

security, and the Defendants acted fraudulently and/or negligently in failing to the disclose that fact in
order to conceal from Barbachano their material misrepresentations, lack of due diligence, hidden
financial incentive, and breach of fiduciary duties in connection with Barbachano’s purchase of, and
continued investment in the Fairfield securities.

61. Barbachano justifiably relied upon Defendants’ misrepresentations and omissions with
regard to the Defendants’ recommendation to purchase and to continue to invest in the Fairfield securities.

62. Barbachano has suffered substantial damages as a result of Defendants’ material
omissions and false and/or negligent misrepresentations of material facts.

63. Likewise, Barbachano has suffered substantial damages as a result of Defendants’ failure
to take reasonable steps to substantiate the investment recommendations made to her by conduting due
diligence, which recommendations caused and induced her investment losses.

WHEREFORE, Plaintiff, Joaquina Teresa Barbachano Herrero, demands judgment against
Defendants for damages, prejudgment interest, attorneys’ fees pursuant to Section 517.211(6) of the
Florida Statutes and costs, and for such other relief as the Court deems just and proper.

COUNT 11

BREACH OF FIDUCIARY DUTY
(AGAINST ALL DEFENDANTYS)

64. Barbachano realleges paragraphs 1-44 as if fully set forth herein.

65. This is an action against the Defendants for breach of fiduciary duty.

66. Defendants entered into and had a fiduciary relationship with Barbachano, and
Defendants. Barbachano and the Defendants also shared a relationship whereby Barbachano reposed her
trust and confidence in Defendants regarding their investment recommendations and decisions. In
particular, Defendants rendered investment advice to Barbachano and directed her investments and
finances. Moreover, Sierra became involved in all aspects of Barbachano’s investments and finances, and

Sierra befriended Barbachano, obtaining Barbachano’s trust and confidence in Sierra’s recommendations.
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The Defendants, by and through Sierra and Dutkowski, knew Barbachano’s investment objectives and
risk tolerance. The Defendants, by and through Sierra and Dutkowski, made continuing representations
and recommendations regarding the investments that they touted to Barbachano, the due diligence that the
Defendants performed with regard to those investments, the Defendants’ continued monitoring of the
investments contained in Barbachano’s portfolio, and the safety and security of her portfolio investments.
The Defendants further undertook to make recommendations regarding whether to liquidate or not assets
contained in Barbachano’s portfolio.

67. As such, Defendants owed Barbachano fiduciary duties of loyalty and care, including
duties to make suitable investment recommendations and decisions only after conducting reasonable due
diligence, researching potential investments, and disclosing all material facts, including the risks involved
in any investment.

68. Defendants also owed Barbachano fiduciary duties to render investment and financial
advice suitable to her investment objectives and risk tolerance, including suitable recommendations
regarding the asset allocations contained in Barbachano’s portfolio. The Defendants further owed
Barbachano fiduciary duties to review the investments contained in her investment portfolio, to render
suitable recommendations regarding the increase or liquidation of assets in her investment portfolio,
including whether to borrow against and leverage those assets, to continuously monitor the investments
contained in Barbachano’s portfolio, and to cause the purchase or sale of investments on behalf of
Barbachano only after obtaining Barbachano’s written authorization.

69. In addition, Defendants owed Barbachano a fiduciary duty not to make material
misrepresentations of fact or to omit material facts, including the disclosure of any facts that would give
rise to a conflict of interest.

70. Defendants breached the fiduciary duties that they owed to Barbachano by causing her to
make investments unsuited to her investment objectives and risk tolerance, including the failure to

allocate investments consistent with those investment objectives and risk tolerance, by causing

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
2699 S. Bayshore Drive, Seventh Floor, Miami, FL 33133 (305) 856-2444; (305) 285-9227



Herrero v. Standard Chartered Bank International (Americas) Limited, et al., 1:11-cv-03553-VM
Master File No. 1:09-cv-00118-VM-THK

Barbachano to obtain a multi-million dollar loan from the Defendants rather than liquidating part of her
investment portfolio, by failing to disclose in connection with the loan that it was to Sierra’s financial
benefit that Barbachano obtain the loan rather than liquidate part of her portfolio, and by often making
investment decisions without obtaining Barbachano’s written authorization, including the purchase of
Fairfield securities. The Defendants knew or should have known that the allocation of investments
contained in Barbachano’s investment portfolio was unsuitable for her investment objectives and risk
tolerance; the Defendants recommended investments to Barbachano notwithstanding the unsuitability
thereof and her lack of investment sophistication; and the Defendants fraudulently and/or negligently
made material misrepresentations and failed to disclose material information relating to the suitability of
the investments it recommended and the recommendation that Barbachano leverage her portfolio and
obtain a multi-million dollar loan in 2008 rather than liquidate part of her portfolio.

71. Furthermore, in breach of their fiduciary duties, the Defendants ignored obvious red
flags, failed to conduct reasonable due diligence, disclose material facts, and adequately research and/or
disclose the risks involved in Fairfield, which investment Defendants fraudulently and/or negligently
touted as a “risk reducer” for Barbachano’s investment portfolio and fraudulently and/or negligently
represented as having “no volatility,” as providing a six (6) to seven (7) percent annual return, and as a
safe, conservative investment.

72. The Defendants, in breach of their fiduciary duties, also failed to monitor Barbachano’s
investments, including her investment in Fairfield.

73. In addition, the Defendants breached their fiduciary duties of care and loyalty that they
owed to Barbachano by accepting “trailer fees” from Fairfield and by failing to disclose the same to
Barbachano. In so doing, the Defendants acted as an agent of Fairfield and under a conflict of interest
that the Defendants had a duty to disclose to Barbachano.

74. Barbachano justifiably relied upon Defendants’ investment advice, expertise, and skill

and she suffered substantial damages as a result.
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75. Likewise, Barbachano has suffered substantial damages as a result of Defendants’ failure
to take reasonable steps to substantiate the investment recommendations made to her, which
recommendations caused and induced her investment losses.

76. Defendants’ breach of fiduciary duty constitutes intentional misconduct or gross
negligence, as those terms are defined in section 768.72, Fla. Stat. Accordingly, Barbachano reserves the
right to amend the Complaint to seek punitive damages.

WHEREFORE, Plaintiff, Joaquina Teresa Barbachano Herrero, demands judgment against
Defendants for damages, costs, prejudgment interest, and for such other relief as the Court deems just and
proper.

COUNT 11l

FRAUD, INCLUDING FRAUDULENT CONCEALMENT
(AGAINST ALL DEFENDANTYS)

77. Barbachano realleges paragraphs 1-44 as if fully set forth herein.

78. This is an action against Defendants for common law fraud, including fraudulent
concealment.

79. Defendants acted as investment advisors for Barbachano. In so doing, Defendants
rendered investment advice to Barbachano and directed her investments and finances. Moreover, Sierra
became involved in all aspects of Barbachano’s investments and finances, and Sierra befriended
Barbachano, obtaining Barbachano’s trust and confidence in Sierra’s recommendations. The Defendants,
by and through Sierra and Dutkowski, knew Barbachano’s investment objectives and risk tolerance. The
Defendants, by and through Sierra and Dutkowski, made continuing representations and
recommendations regarding the investments that they touted to Barbachano, the due diligence that the
Defendants performed with regard to those investments, the Defendants’ continued monitoring of the

investments contained in Barbachano’s portfolio, and the safety and security of her portfolio investments.
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The Defendants further undertook to make recommendations regarding whether to liquidate or not assets
contained in Barbachano’s portfolio.

80. Accordingly, Defendants owed Barbachano duties to render investment and financial
advice suitable to her investment objectives and risk tolerance, including suitable recommendations
regarding the asset allocations contained in Barbachano’s portfolio. The Defendants further owed
Barbachano duties to review the investments contained in her investment portfolio, to render suitable
recommendations regarding the increase or liquidation of assets in her investment portfolio, including
whether to borrow against and leverage those assets, to continuously monitor the investments contained in
Barbachano’s portfolio, and to cause the purchase or sale of investments on behalf of Barbachano only
after obtaining Barbachano’s written authorization.

81. In addition, Defendants owed Barbachano duties not to make fraudulent, material
misrepresentations of fact or to omit material facts, including the disclosure of any facts that would give
rise to a conflict of interest, with respect to any and all of the duties that Defendants undertook on behalf
of Barbachano.

82. Defendants fraudulently misrepresented material facts and fraudulently concealed and
failed to state material facts necessary in order to make the statements made, in the light of the
circumstances under which they were made, not misleading. Specifically, the Defendants, by and through
Sierra and Dutkowski, acting with the intent to deceive and defraud, misrepresented to Barbachano that:

a. The investment recommendations made to her were consistent with her investment
objectives and moderate conservative risk tolerance when, in fact, the investment
recommendations resulted in an aggressive investment portfolio, unsuited to
Barbachano’s investments objective and risk tolerance;

b. Obtaining a multi-million dollar loan from the Defendants that leveraged the assets
contained in Barbachano’s portfolio, rather than liquidating part of that portfolio, was
suitable to her investment objective and risk tolerance when, in fact, it was not;

c. The Bank performed adequate due diligence with regard to all recommended

investments, including Fairfield, when, in fact, the Bank failed to conduct adequate
due diligence; and
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d. The Fairfield investment was a “risk reducer” for Barbachano’s investment portfolio
and that the Fairfield investment had “no volatility,” provided a six (6) to seven (7)
percent annual return, and was a safe, conservative investment.

83. The Defendants also fraudulently concealed and failed to disclose material facts to
Barbachano and ignored red flags, further demonstrating its fraudulent intent with regard to the
misrepresentations set forth above, including the Defendants’ failure to disclose that:

a. The Bank received a “trailer fee” from Fairfield:;

b. The Bank was acting as an agent of Fairfield;

c. The Bank only agreed to tout Fairfield to its clients, including Barbachano, after
Fairfield agreed to pay the “trailer fee” to the Bank; and

d. Sierra financially benefitted from Barbachano obtaining a multi-million dollar loan
from the Bank rather than liquidating a part of her portfolio.

84. Barbachano justifiably relied upon Defendants’ fraudulent misrepresentations, following
the investment recommendations made by Sierra and Dutkowski.

85. As a direct and proximate result of the Defendants’ fraudulent misrepresentations,
concealment, and omissions, Barbachano has suffered substantial damages.

86. Defendants’ conduct was so reckless or wanting in care that it constituted a conscious
disregard or indifference to the rights of Barbachano. Accordingly, Barbachano reserves the right to
amend the Complaint to seek punitive damages.

87. WHEREFORE, Plaintiff, Joaquina Teresa Barbachano Herrero, demands judgment
against Defendants for damages, costs, prejudgment interest, and for such other relief as the Court deems
just and proper.

COUNT 1V

GROSS NEGLIGENCE
(AGAINST ALL DEFENDANTYS)

88. Barbachano realleges paragraphs 1-44 as if fully set forth herein.

89. This is an action against the Defendants for gross negligence.
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90. Defendants acted as investment advisors for Barbachano. In so doing, Defendants
rendered investment advice to Barbachano and directed her investments and finances. Moreover, Sierra
became involved in all aspects of Barbachano’s investments and finances, and Sierra befriended
Barbachano, obtaining Barbachano’s trust and confidence in Sierra’s recommendations. The Defendants,
by and through Sierra and Dutkowski, knew Barbachano’s investment objectives and risk tolerance. The
Defendants, by and through Sierra and Dutkowski, made continuing representations and
recommendations regarding the investments that they touted to Barbachano, the due diligence that the
Defendants performed with regard to those investments, the Defendants’ continued monitoring of the
investments contained in Barbachano’s portfolio, and the safety and security of her portfolio investments.
The Defendants further undertook to make recommendations regarding whether to liquidate or not assets
contained in Barbachano’s portfolio.

91. Accordingly, Defendant owed Barbachano duties of care to make suitable investment
recommendations and decisions only after conducting reasonable due diligence, researching potential
investments, and disclosing all material facts, including the risks involved in any investment.

92. Defendants also owed Barbachano duties to render investment and financial advice
suitable to her investment objectives and risk tolerance, including suitable recommendations regarding the
asset allocations contained in Barbachano’s portfolio. The Defendants further owed Barbachano duties to
review the investments contained in her investment portfolio, to render suitable recommendations
regarding the increase or liquidation of assets in her investment portfolio, including whether to borrow
against and leverage those assets, to continuously monitor the investments contained in Barbachano’s
portfolio, and to cause the purchase or sale of investments on behalf of Barbachano only after obtaining
Barbachano’s written authorization.

93. In addition, Defendants owed Barbachano duties not to make material misrepresentations
of fact or to omit material facts, including the disclosure of any facts that would give rise to a conflict of

interest.
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94. Defendants breached the duties that they owed to Barbachano and were grossly negligent
by causing her to make investments unsuited to her investment objectives and risk tolerance, including the
failure to allocate investments consistent with those investment objectives and risk tolerance, by causing
Barbachano to obtain a multi-million dollar loan from the Defendants rather than liquidating part of her
investment portfolio, by failing to disclose in connection with the loan that it was to Sierra’s financial
benefit that Barbachano obtain the loan rather than liquidate part of her portfolio, and by often making
investment decisions without obtaining Barbachano’s written authorization, including the purchase of
Fairfield securities. The Defendants knew or should have known that the allocation of investments
contained in Barbachano’s investment portfolio was unsuitable for her investment objectives and risk
tolerance; the Defendants recommended investments to Barbachano notwithstanding the unsuitability
thereof and her lack of investment sophistication; and the Defendants were grossly negligent in making
material misrepresentations and failing to disclose material information relating to the suitability of the
investments it recommended and the recommendation that Barbachano leverage her portfolio and obtain a
multi-million dollar loan in 2008 rather than liquidate part of her portfolio.

95. Furthermore, in breach of their duties owed to Barbachano, the Defendants were grossly
negligent in failing to conduct reasonable due diligence, disclose material facts, and adequately research
and/or disclose the risks involved in Fairfield, which investment Defendants negligently touted as a “risk
reducer” for Barbachano’s investment portfolio and negligently represented as having “no volatility,” as
providing a six (6) to seven (7) percent annual return, and as a safe, conservative investment.

96. The Defendants, in breach of their duties owed to Barbachano, were also grossly
negligent in failing to monitor Barbachano’s investments, including her investment in Fairfield.

97. In addition, the Defendants breached their duties owed to Barbachano and were grossly
negligent by accepting “trailer fees” from Fairfield and by failing to disclose the same to Barbachano. In
so doing, the Defendants acted as an agent of Fairfield and under a conflict of interest that the Defendants

had a duty to disclose to Barbachano.
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98. Barbachano justifiably relied upon Defendants’ investment advice, expertise, and skill
and she suffered substantial damages as a result.

99. Likewise, Barbachano has suffered substantial damages as a result of Defendants’ failure
to take reasonable steps to substantiate the investment recommendations made to her, which
recommendations caused and induced her investment losses.

100. As a direct and proximate result of Defendants’ gross negligence, Barbachano has
suffered damages.

101. Defendants’ conduct was so reckless or wanting in care that it constituted a conscious
disregard or indifference to the rights of Barbachano. Defendants’ conduct constitutes gross negligence,
as defined in section 768.72, Fla. Stat. Accordingly, Barbachano reserves the right to amend the
Complaint to seek punitive damages.

WHEREFORE, Plaintiff, Joaquina Teresa Barbachano Herrero, demands judgment against
Defendants for damages, costs, prejudgment interest, and for such other relief as the Court deems just and
proper.

COUNT V

NEGLIGENT MISREPRESENTATION
(ALL DEFENDANTYS)

102.  Barbachano realleges paragraphs 1-44 as if fully set forth herein.

103.  This is an action against the Defendants for negligent misrepresentation.

104. Defendants acted as investment advisors for Barbachano. In so doing, Defendants
rendered investment advice to Barbachano and directed her investments and finances. Moreover, Sierra
became involved in all aspects of Barbachano’s investments and finances, and Sierra befriended
Barbachano, obtaining Barbachano’s trust and confidence in Sierra’s recommendations. The Defendants,
by and through Sierra and Dutkowski, knew Barbachano’s investment objectives and risk tolerance. The

Defendants, by and through Sierra and Dutkowski, made continuing representations and
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recommendations regarding the investments that they touted to Barbachano, the due diligence that the
Defendants performed with regard to those investments, the Defendants’ continued monitoring of the
investments contained in Barbachano’s portfolio, and the safety and security of her portfolio investments.
The Defendants further undertook to make recommendations regarding whether to liquidate or not assets
contained in Barbachano’s portfolio.

105.  Accordingly, Defendants owed Barbachano duties to render investment and financial
advice suitable to her investment objectives and risk tolerance, including suitable recommendations
regarding the asset allocations contained in Barbachano’s portfolio. The Defendants further owed
Barbachano duties to review the investments contained in her investment portfolio, to render suitable
recommendations regarding the increase or liquidation of assets in her investment portfolio, including
whether to borrow against and leverage those assets, to continuously monitor the investments contained in
Barbachano’s portfolio, and to cause the purchase or sale of investments on behalf of Barbachano only
after obtaining Barbachano’s written authorization.

106. In addition, Defendants owed Barbachano duties not to make material misrepresentations
of fact or to omit material facts, including the disclosure of any facts that would give rise to a conflict of
interest, with respect to any and all of the duties that Defendants undertook on behalf of Barbachano.

107. Defendants negligently misrepresented material facts and negligently failed to state
material facts necessary in order to make the statements made, in the light of the circumstances under
which they were made, not misleading. Specifically, the Defendants, by and through Sierra and
Dutkowski, negligently represented to Barbachano that:

a. The investment recommendations made to her were consistent with her investment
objectives and moderate-conservative risk tolerance when, in fact, the investment
recommendations resulted in an aggressive investment portfolio, unsuited to
Barbachano’s investments objective and risk tolerance;

b. Obtaining a multi-million dollar loan from the Defendants that leveraged the assets

contained in Barbachano’s portfolio, rather than liquidating part of that portfolio, was
suitable to her investment objective and risk tolerance when, in fact, it was not;
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c. The Bank performed adequate due diligence with regard to all recommended
investments, including Fairfield, when, in fact, the Bank failed to conduct adequate
due diligence; and

d. The Fairfield investment was a “risk reducer” for Barbachano’s investment portfolio
and that the Fairfield investment had “no volatility,” provided a six (6) to seven (7)
percent annual return, and was a safe, conservative investment.

108.  The Defendants also failed to disclose material facts to Barbachano and ignored obvious
red flags, further demonstrating its negligent scienter with regard to the misrepresentations set forth
above, including the Defendants’ failure to disclose that:

a. The Bank received a “trailer fee” from Fairfield;

b. The Bank was acting as an agent of Fairfield;

c. The Bank only agreed to tout Fairfield to its clients, including Barbachano, after
Fairfield agreed to pay the “trailer fee” to the Bank; and

d. Sierra financially benefitted from Barbachano obtaining a multi-million dollar loan
from the Bank rather than liquidating a part of her portfolio.

109. Barbachano justifiably relied upon Defendants’ negligent misrepresentations, following
the investment recommendations made by Sierra and Dutkowski.

110.  As a direct and proximate result of the Defendants’ negligent misrepresentations and
omissions, Barbachano has suffered substantial damages.

111.  Defendants’ conduct was so reckless or wanting in care that it constituted a conscious
disregard or indifference to the rights of Barbachano. Defendants’ conduct constitutes gross negligence,
as defined in section 768.72, Fla. Stat. Accordingly, Barbachano reserves the right to amend the
Complaint to seek punitive damages.

WHEREFORE, Plaintiff, Joaquina Teresa Barbachano Herrero, demands judgment against
Defendants for damages, costs, prejudgment interest, and for such other relief as the Court deems just and

proper.

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
2699 S. Bayshore Drive, Seventh Floor, Miami, FL 33133 (305) 856-2444; (305) 285-9227



Herrero v. Standard Chartered Bank International (Americas) Limited, et al., 1:11-cv-03553-VM
Master File No. 1:09-cv-00118-VM-THK

COUNT VI

NEGLIGENCE
(ALL DEFENDANTY)

112.  Barbachano realleges paragraphs 1-44 as if fully set forth herein. This is an action for
negligence against Defendants.

113. At all material times, Defendants owed a duty to Plaintiff to exercise reasonable care.

114.  Defendants breached that duty to exercise reasonable care and failed to use the care that a
reasonably careful person would use under like circumstances, by among other things, doing or failing to
do the following:

a. Making units in the Fairfield Sentry Fund available to Plaintiff and other
customers to purchase and recommending the purchase of units of the Fairfield Sentry Fund to Plaintiff
and other customers while:

i. Knowing that Madoff Securities was functioning in the multiple roles of
investment manager, broker, and custodian for the assets of Fairfield Sentry and, therefore, knowing that
no independent third party served as neither the investment manager, the broker for the supposed
execution of trades, or the custodian and no independent means existed for, among other things, verifying
the accuracy of the trades being reported by monthly statements and trade confirmation, the accuracy of
the reports of the value of the assets that supposedly were under management and held in custody, and the
accuracy of the performance record being reported;.

ii. Knowing that financial institutions that invest in Fairfield Sentry were
not allowed to go and visit Madoff or Madoff Securities for due diligence purposes and knowing that
American Express Bank would not be permitted to speak with Madoff about any aspect of Madoff’s
management, brokerage, and custody of the assets of Fairfield Sentry;

iii. Failing to conduct a reasonable due diligence investigation directly of

Madoff Securities including, but not limited to, failing to review documents and actual trade tickets,
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failing to conduct reasonable due diligence interviews of Madoff and the alleged traders and analysts who
supposedly implemented the strategy, and failing to observe them during trading hours;

iv. Failing to conduct reasonable due diligence investigation into the alleged
due diligence (both initial and ongoing) and supervision conducted by Fairfield Greenwich and Fairfield
Sentry into Madoff, Madoff Securities, Madoff’s two-person accounting firm, the counterparties on the
alleged option trades, the alleged trading, the review of alleged trades, and the systems to prevent fraud
and the gaps in those systems as actually being implemental;

V. Failing to conduct a reasonable due diligence investigation into the
performance record being reported by Fairfield Sentry and whether it was reasonable given the reports in
industry publications, the nature of the split-strike conversion strategy, the movement of the S&P 100,
and the negative skew of put to call premiums on the S&P since 1986 as published by the Chicago Board
of Options Exhange (“CBOE");

vi. Failing to conduct a reasonable due diligence investigation into the split
strike conversion strategy as it was supposedly being employed by Madoff for Fairfield Sentry;

Vii. Failing to conduct a reasonable due diligence investigation of the alleged
counter-parties on the over-the-counter options allegedly being purchased and sold by Madoff for
Fairfield Sentry, including an investigation of the identity of these counter-parties, interview of the
counter-parties, review of the contracts for the options with these counter-parties, and investigation of the
financial wherewithal of these counter-parties to perform their obligations under the option agreements;

viii.  Failing to conduct a reasonable due diligence investigation of the two-
person public accounting firm hired by Madoff to audit and report on the trading conducted for Fairfield
Sentry and the other feeder funds;

iX. Failing to communicate to its relationship managers and investment

specialists the essential facts relating to the due diligence investigation, which, if so communicated,

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
2699 S. Bayshore Drive, Seventh Floor, Miami, FL 33133 (305) 856-2444; (305) 285-9227
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would have prevented relationship managers and investment specialists from recommending Fairfield
Sentry;

X. Failing to recognize as part of its due diligence investigation that a new
version of the Private Placement Memorandum removed all references to Madoff and Madoff Securities
and their multiple roles as the investment manager, the broker, and the custodian;

Xi. Failing to recognize that since 1986 the premiums for equidistant puts on
the S&P 500 Index have been higher than equidistant calls, which is known and published on the website
of the CBOE as the Skew Index, and that therefore, the carry neutral explanation given by Madoff was
impossible and the performance record of Fairfield Sentry was highly suspect;

b. Failing to monitor the Plaintiff’s investment in Fairfield Sentry after Defendant
recommended the purchase of the units of Fairfield Sentry to Plaintiff and other customers, including but
not limited to, failing to take or advise that action be taken in order to protect Plaintiff’s investment while;

i Knowing that Madoff Securities continued to function in the multiple
roles of investment manager, broker, and custodian for the assets of Fairfield Sentry with no independent
third party serving as either the investment manager, the broker for the supposed execution of trades, or
the custodian and with no independent means existing to, among other things, verify the accuracy of the
trades being reported by monthly statements and trade confirmations, the accuracy of the reports of the
value of the assets that supposedly were under management and held in custody, and the accuracy of the
performance record being reported,;

ii. Knowing that Madoff and Madoff Securities continued to prohibit
financial institutions that invested in Fairfield Sentry from being allowed to go and visit Madoff or
Madoff Securities for due diligence purposes and knowing that American Express Bank would not be
permitted to speak with Madoff about any aspect of Madoff’s management, brokerage, and custody of the

assets of Fairfield Sentry;

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
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iii. Failing to conduct a reasonable ongoing due diligence investigation
directly of Madoff Securities including, but not limited to, failing to review documents and actual trade
tickets, failing to conduct probing interviews of Madoff and the alleged traders and analysts who
supposedly implemented the strategy, and failing to observe them during trading hours;

iv. Failing to conduct a reasonable ongoing due diligence investigation into
the alleged due diligence (both initial and ongoing) and supervision conducted by Fairfield Greenwich
and Fairfield Sentry into Madoff, Madoff Securities, Madoff’s two-person accounting firm, the
counterparties on the alleged option trades, the alleged trading, the review of alleged trades, and the
systems to prevent fraud and the gaps in those systems as actually being implemented;

V. Failing to conduct a reasonable ongoing due diligence investigation into
the performance record being reported by Fairfield Sentry and whether itt was reasonably given the nature
of the split-strike conversion strategy, the movement of the S&P 100, and the negative skew of put to
callpremiums on the S&P 500 since 1986 as published by the Chicago Board of Options Exhange
(“CBOE”);

Vi, Failing to conduct a reasonable ongoing due diligence investigation into
the split strike conversion strategy as it was supposedly being employed by Madoff for Fairfield Sentry;

Vii. Failing to conduct a reasonable ongoing due diligence investigation of
the alleged counter-parties on the over-the-counter options allegedly being purchased and sold by Madoff
for Fairfield Sentry, including an investigation of the identity of these counter-parties, interviews of the
counter-parties, review of the contracts for the options with these counter-parties, and investigation of the
financial wherewithal of these counter-parties to perform their obligations under the option agreements;

viii.  Failing to conduct a reasonable ongoing due diligence investigation of
the two-person public accounting firm hired by Madoff to audit and report on the trading conducted for

Fairfield Sentry and the other feeder funds;

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
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iX. Failing to communicate to its relationship managers and investment
specialists the essential facts relating to the due diligence investigation, which, if so communicated,
would have prevented relationship managers and investment specialists from continuing to recommend
Fairfield Sentry;

X. Failing to recognize as part of its due diligence investigation that a hew
version of the Private Placement Memorandum removed all referenes to Madoff and Madoff Securities
and their multiple roles as the investment manager, the broker, and the custodian.

Xi. Continuing to fail to recognize that since 1986 the premiums for
equidistant puts on the S&P 500 Index have been higher than equidistant calls, which is known and
published on the website of the CBOE as the Skew Index, and that therefore, the carry neutral explanation
given by Madoff was completely fallacious and the performance record of Fairfield Sentry was highly
suspect;

Xii. Failing at a meeting on April 15, 2008, with Madoff to recognize that the
“asymmetric” profit profile described by Madoff was impossible since 1986, failing to question Madoff
competently and thoroughly about his strategy and the scope of this supposed assets under management,
failing to question Madoff competently and thoroughly about the systems in place to prevent fraud and
the gaps in those systems as actually being implemented; and failing to send personnel to the meeting
who possessed an adequate basic knowledge of the equity and over-the-counter options markets to
understand that Madoff’s explanations made no sense.

115.  As a direct and proximate result of the foregoing negligence of Defendants, Plaintiff
suffered damages in the amount of the investment made by Plaintiff in Fairfield Sentry and interest

thereon.
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WHEREFORE, Plaintiff demands judgment against Defendants for compensatory damages, plus

pre-judgment interest, costs and for such further relief as the Court deems just and proper.

PLAINTIFF’S DEMAND FOR JURY TRIAL

116.  Plaintiff demands a trial by jury on all issues so triable of right by a jury.

Respectfully submitted,

By: /s/ H. Eugene Lindsey Ill, Esq.
H. Eugene Lindsey Il

Florida Bar No. 130338

New York Bar No. 2421923
hel@katzbarron.com

KATZ BARRON SQUITERO FAUST
2699 S. Bayshore Drive, 7" Floor
Miami, Florida 33133-5408
Telephone: (305) 856-2444
Facsimile: (305) 285-9227
Attorneys for Plaintiff

Katz, Barron, Squitero, Faust, Friedberg, English & Allen, P.A.
2699 S. Bayshore Drive, Seventh Floor, Miami, FL 33133 (305) 856-2444; (305) 285-9227



AMERICAN SXPRESS PRIVATE BANNK

AMERICAN
EXPRESS
BANK

The
Private
Bank

Proposal Prepared for
Geneva 4652
Prepared by Jennifer Sierra
Tel. (305) 530 - 2558
Presented in July 28, 2002

@

TB000B45

CEXHIBIT



FORAIPESICE TS TS

AMERICAN EXPRESS PRIVATE BANK

Agenda

9,

Investment Objectives

Your Objectives @
Current Asset Allocation

Proposed Asset Allocation

Current Currenicy Exposute

Proposed Currency BExposute

Proposed AEB Portfolio

Proposed AEB Investment and Details

AFRBR Investment Rationale

This praposal is 4 tost to ssist you 2nd your Relatonship Manager in developing your cusrent and/or loog-tewn
investment strategy. In using this proposal, please remember the following lmpartant points: The proposed
Asgut Allocation aad proposed ARB Potfolio are bused upon (1) your Anancial goals and investment calegndes
you wiskt to avold or Tirnit; (2) the time frames of your Aoanciat goals; and (3) historiea) performance of major
categories af investmants and AR economics experts’ Forecasts sbont future long-tarm pecformance of
Barncial madeets, They show you poteatial combinatons wnd propattions of varous types of investments that
seck ta mave you toward your financizl goals at 4 level of dek deceptable to you. There is no gnarantes that the
proposed zsset allocations and proposed invesiments will perform ns forecasied or as they have in the pest,
There s no guamatee that your Gnaneis) goals will be met,

You must consult your attoensy for 2ll questons involviay legal issues.
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AMERIGCAM EAPRESS PRIVATE BAREK

Investment Objectives

We begin with a thorough assessment of your meeds and goals, as deermined through American Bxpress Bank’s
proprisrary edaluation process, Investments are selectsd with the gonl of maximizing retury and mitimisingvisk in
aveordence Witk each investar's vish profile and fime horigen,

Z2aC=-imn

0

.....

B3k

1 Conservative — More concerned with presesving capital

than maximizing capital gains. Can tolerate infrequent,

very modetate negative retutns. B
2, Moderate — Seeks higher returns and, consequently, s able

to tolerate several quarters of negative teturns through
difficult phases of a matket cycle.

3. Aggressive — Secks maximum capital gains, and is able to

tolerate mote than one year of negative returns in
exchange for the highest potential returns,
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AMERICAHN BEXPRESE FPRIVATE BAMK

Your Objectives

Based on your responses to the Investmsnt and Fidustary Questionnaires, ihis is our snderstanding of your naeds,

Tnvestment Objectve:

Risk Tolerance:

Time FHotizon:
Investable Assets:

Tature Investable Assets:
Reference Qu.x:rency:

Pooking Location:

Capital Preservation
and Growth

Moderate

5 Years

$4,795,283.33

$1,000,000 over 12 months
US Dollars

Geneva
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AMERICANM BEXPRESS PRIVATE BANK

Current Asset Allocation

Equites
. 33%,

5%
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. AMERICAM SXPRESS PRIVATE BANK

Proposed Asset Allocation

1We propose to invest your financil assels in o global portfalio that will diversify your ineastorent risk bebwsen assnt
classas and markats, The objectivn of #his propesal is ko deselop for you a US based portflio coberent with o moderats
toleranes for investment risé. It ir designed to be beld for the long ferm and bav exposirs to equities which, bistorically,
fiave ostperformed cash and bonds. Absrnasive Investriants are recommsnded o enhanmes the assed allocation

risk] reward ratio and limit the downside volatiliy of your portfolio,

Equities
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AMERICAN EXPRESS PRIVATE BANK

Cutrent Geographical Exposure

LISA/CAD
TAYs
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| Proposed Geographical Exposure

USA/CAD
100%4
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AMEBICAN EXPRESIPRIVATE BANK

gion

&

on of Assets “by Re

i
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Current 1)
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18%

Cash USA/CAD

5%

Bonds USA/CAD
1T

Alieznative Inv. USA/CAD
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Bonds Lat.
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WERICAM EXPRESS PRIVATE PANK

roposed Distribution of Assets by Region

Eguitiés USA/CAD
33%

Cash Others @

Bonds USA/CAD
&47%
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AMERICAN BEXPRESS PRIVATE BANK
|Current Distribution of Assets by Cuttency
Bequides USD | Alternative Tov, USD
qm;z;; etha x;;’ {@
Cash USD
18%

&
!
.i;' Bonds US]g)-
44%
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AMERICAN BXPHRHESS PRIVATE BANYK

Proposed Distribution of Assets by Currency

Equides USD
33%

i b T Cash Others
. e \

_. i

Bonds TS
i 67%
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AMERICAN EXPRESS PRIVATE BANK

T TN T

Current Investment Portfolio

Recommended Products % of Assels Investable Amonnt
USD

Cash 44.21% 2,119,900.96

Latin Money Mkt L 29.77% 1,427,550.81

Deposits USD 0.10% 4,557.30

1 WE US Lig. 14.34% 687,792.85

| Bonds 17.03% §16,500.63
Sign. US Mod F1I. 17.03% 816,500,63

|
i Risk Reducers 5.28% 253,195.71
Matket Neutral & 5.28% 253,195.71 ~—

BEquities 32.48% 1,605,686.03
Sign, WH&P US 33.48% 1,605,686.03

4
: Toial 100.00% 4,795,283.33
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AMBERICAN BEXPREZSS PRIVATE BAWMMK

Proposed Investment Portfolio

Thare ars the Americaty Bxpross Bank private bardking products that 1we recommend, as weil as the percentage and the

dnmonnt (8 your reference curringy we rigommend aflocasing 0 each produet and assed clasy,

Recommended Products % of Assets
Cash 0.10%
Depostts USD | 0.10%
Bonds 66.42%
akSigﬂ‘ US Bonds 17.03%
US Agencies/FMS 28.54%
EM Debt (Mex Corp) 20.85%
Equities 33.48%
Siprn WE&P US 33 48%
Total 100.00%

Investable Amount
UsD
4,557.30
4,557.30

3,185,040,00
816,500.63
1,368,539.37 ?(.

1,000,000.00 .5

1,605,686.03
1,605,686.03

4,795,283.33

TBO0OB58




AMERICAWN EXPRESS PRIVATE BANK

Historical Performance

This chait illusirates how the recommended portfolio woseid have performed oser the puriod specified int the praph.

it

180.00

470,00 1

160.00
150,00 -

140,00 +
130,00

12000 5
& 0.0
100.00

24.00

£ b & b ) 2y S Y = o &y
‘ NN N I G Y- G - R S R S Y SR X
R A R R G R NV R T G F

: |~ USDLIBOR == Cucrent Portolio == Praposed Porelulio |

8D Libor Crrent Porevlio Proposed Porifolio
3 Retuen pa. 5.05% 16.79% 10.92%% -
Risk 5.61% 5.50%
i Shaspe Hatio 102.35% 106,72%
5 Bnding Value 128,35 168,08 169,03
Portfolio curtency UsD
3 Starting date Jul97

This Chact repreyents the 2chunl performance of the Ameriean Bipress Bunk Investmeat Produets included in the Proposil, where
availaile, Whers unavaliabie (e, prios to the Inception date ¢f any of the respective Tavestment Products) the chat used, &S

i substitures for actusl pecformance, indices that parallel the investment strategy of thess Tnvestment Produc GO DBRDE the
% Ineuption dates for the Tovestmest Products, please refor to the Appendic

v




AMERICAN SEXPFRESS PRIVATE RANK

Cutrent Portfolio Historical Return Analysis

j Quarterly Retums
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AMERICAN EXPRESS PRIVATE BANK

Proposed Portfolio Historical Return Analysis

Quartesly Returns

<1.35%
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AMERICANMEXPRESE PRIVATE BANEK

Current Portfolio Correlation Mattrix

1 2 3 4 5 6
.00 018 091 059 06D 012
046 100 025 (008 {0.40) (0.10)
051 025 100 061 05t 034
058 (005 081 100 08 0.7
0.50 (030 o0&t 088 100 o8
g2 {016 o014 Bi7T 019 100

S 7 B 3 B

List of Products
1 Deposits USD
2 8ign. US Mod B.1.

6 Sigh. WS&P US

3 WF US Liq,
i 4 Latin Money Mt 1,

5 Market Neutral A&

TBOC0GER
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il LR

Proposed Pottfolio Correlation Matrix

1 2 3 4 5
100 018 017 048 042
08 100 088 092 (0.10)
047 088 100 088 (0.41)
o160z 088 LOD  (0.08)
012 (010) (0.T1) (008 1.00

O I U3 20 =

i List of Products

1 1 Deposits USD

i 2 Sign. US Mod F.I.
15 EM Debt (Mex Corp)
4 US Agencies/FMSE
35 Sign, WS&P US
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American Express Bank Investment Products - Summazy of Inception Dates

‘ Nots: For inpesiment produicls that bavs basn in excistaice fower than five yoars, @ relevant benchmark, shown
iiv dtakivs, has bsay wsed as & substitnts for the parformeange of the product ilself

Signature Portfolios

; U5, Fixed Income 04/01/95 Salumon Brothers ULS, Treasury Tndoee (110 Years)
U5, Coaservative 01/01/95

i Glabal Fized Income 01/01/95

Global Bquity 71/01/95

p Discretionary Mutual Fund Poctfolios

Bensbanart astd is a foxed biend of Worddfolla Class mictna! fiemds gheeific to the porifalia rivk profite
Congarvative 10/1/97

Modesstc 10/1/97

Moderale European 10/1/97
i Moderaie Asin 10/1/87
Apgrassive 10/1/97

Americin Expreass Funds-Wortdfolia Class

US$ Liguidity 3/31/93

Buro Liquidity 3/31/93

US} Short-Tenn Bonds 3/31/93

U5$ Long-Tewm Bonds 4/6/99 Lebwun Cogporaie/ Gorernment Bowd Ldes

Buzppein Bonds -« USE referenced 4/6/99 Salmon BnroBig Endeef Saloman Germais 37 yeutes Gopernnadnt Boud
Index (LIS D2)

s s e det Bt v Sl s b

Euwropean Bondy « Buwo refeveaced 4/6/9% Selwan Euralbiz Indesf Salowpon Gerngan 3+7 years Goversoast Bond
Lidue (Buro)

Global Bonds - 1JS% 4/30/86

Global Boads - Buro 4/6/99 Sabwan World Govtrtuent Bond Drdex: (Brn)
Emerging Markat Debt 9/30/94

Global Balanced 4/30/86

Eurogean Balansed — US$ refecenced 4/6/99 E0% MECT Eurgpe & 0% Salwron Erropean World
Guvernarent Band Tndex

Busapesn Balantad - Buzo referenced 4/6/99 60% MSCT Enrope 7 #0% Sabmron Burgpean World
Gornend Boad Indese (Enrn)

Word Equider 3/31/93

U5 Large Company Bquites 5/31/93

US Aggressive Buities — USH referenced 5/31/93

Europew Bonides — Buro referenced 3/31/93

BEurapern Equities ~ UST reforenced 3/31/93
Japanese Fquities 4/6/39 MSCT Japan

Mow Asia Facific 4/6/99 MICIA C Pacifi (Free) EoeeJpan - TBoGCes4

EIPNEHEER R B e S SR

i st L

r

it o e L



CALL REPORT DATE: 7/30/04

- - 7077
CLIENT/PROSPECT NAME:  Pablo Basbachano - AUMSS. 1My C1F /T€80, /6
Isabel Barbachano — AUMS 3,506 (7€ (€707
Teresa Barbachane —~ AUMS28MM  OHF Koy

Joge Antonio De Anda —~ AUMSIMM 24
DATE OF VISIT: 7/18/04 CLF 108690

PLACE OF MEETING: Restaurant in Miami
PERSONS PRESENT: Jenniler Siena

PURPOSE OF MERTING: The undersignad held a dinner with above-mentioned clients
while they were in Miemi on vacation, It had beern a while'sincs the undersigned
extended an invitation to the Barbachano family and their husbands/wives, long-time
clients of the Bank, Mr. Jose Antonio De Anda was in Miami as well only for the
weekend and did net mined joining the group for dinner.

The undersigned wanted to extend the invitation as the Barbachano family, espeeially
Pablo Barbachane, is negotiating the sale of the rest of the films in his library as well as
the sale of real estate property. Opce the sale is done, funds received from the sale of the

filins will be distributed amongst the 4 brothers and sisters {Mr. Frencisco Barbachano
was not present), -

CLIENT INFORMATION: ,

The Barvachano family is deing well, Pablo and his wife recently had a baby boy. The
first for Pablo’s second wile and the third for him. Isabel and Federico are also doing
well, Federico contimues working a3 a high executive fro Grupoe Bimbo in Mexico City,
Teresa and Heetor are happy and doing well. They have been married now for one year -+
and ssem to be doing well,

Pablo Barbachano: Pablo commented to the undersigned that he is in the middle of
negotiations to sale property land in Mexico, Procseds from this sale will be added 1o the
account. e also mentioned that he is seeking a buyer for the films left in his library, In
addition, he iz parchasing investment property in Mismi with a group of investors, They
already owned an apartment building in Cocorut Grove and are looking to buy a second
ong.

Mr. Barbachans met earlier in June with Ayria Fiouz in Mexico City to disouss
instrance. He is inferested in obtaining life insurance to protect his sscond wife end
children as well in the event that he dies. Pablo confirmed his interest in the insurance,
however, hie does not think that he is able to do it immediaiely us he requires liquidity to
provide collateral for the financing, He mentioned that as soor as ke closes on the sale of
the property land he would proceed.
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Barbachano, 2...

Tsabiel Barbachane: sabel and Federico ars doing very well. Federico works as a high
executive for Grupe Bimbo and he is doiog extremely well. Rederico manages the
investments for Isabel and controls distributions i the account. He is happy with the
asset aflovation in the portfolio and does not wish to make immediate changes. They do
not have & high spending pattern.

Teresa Barbachane: Teresa ts still in the process of learning the investiment
management of her account, Heetor, her husband, is helping her with the information
and decisions although he {3 not an authorized signatory in the account. They recently
carne back from 2 vacation in Asia, which they commented was great, 'We are not
making any further changes in the portfolio since the ones implemented eatlier this year
when our Tnvestment Specialist met with fhern in fanuary jointly with the undersigned.

Jose Antonlo D2 Andn: Te was in Miami for a short visit sinde he bad a court
appearance to malke, Mr, De Ande was chiarged with public disorderly conduet back in
March while on vacation with his wife and other friend couple in Miami Beach. He
claims he was unjustly charged and hired a lawyer (o represent him in the cage. The case
will probably be dismissed and charges dropped, according to the lawyer, as thers is no
evidence other than an overzealous police foree in South Beach. Of course, Mr, De Anda
is concerned and worried abowt his name and any problem that this may cause for him,

Mr. Jose Antonio De Anda can be a good source of referral as he is a prominent Tax
Accountant in Mexico.

INVESTMENTS:

All portfolios are fully invested and changes are made at this tme.

FOLLOW-UP:

Contivive frequent contast with the Barbachano famity as welt as Mr. Jose Antonlo De
Anda,

RM NAME: Jennifer Sierra
SIGNATURE e
[GNAT URL(\ N
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CONFIDENTIAL , SCB_T_Barbachano 00000008
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CALL REPQRT DA’I‘E: 2/24/06

CLIENT/PROSPECT NAME: Terssu Barbachano and Hactor Velazquez-
DATE OF VISIT: 2/17/06

PLACE OF MEETING: Miami Office

PERSONS PRESENT: Jennifer Siscra and John Dutkowski

PURPOSE OF MEETING: Client visited the office for an Investment Presertation on
the portfolio and the addition of assets transforred recantly. After the meeting, the
undersigned invited the élents for lunch,

CLIENT INFORMATION: |
Mrs. Barbachano decided at the end of 2005 to transfer back to AEBI her portfolio held

at URS, She had split her portfolio 50/50 back in 2002, However, she hag been unhappy
for sometime with the management and parformance of the portfolio at UBS..

The transfar was completed in February (we atlll have one position to be received),

INVESTMENTS:

Mrs, Barbachano and her hugband were very happy with the 2003 portfolio results. The
Investment Presentation lncluded eddition to existing positions already held in the
portfolio and one new product — (Habal Emerging Short-T'stm Bond Fund, Clients

agreed to sell the positions reoeived from UBS and invest said funds according to the
presentation,

Clients were very unhappy to learn the final balance received from UBS as they had
different expected amounts, Thoy will discuss the differences with the RM whic
managed that account, '

FOLLOW.UP: ‘
Process all the changes to tha portfolia as agreed upon.

RM NAME; Jennifer Sierra
%S!IGNA‘.-*]FI%E%}& G
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Amerlcan Exprass Privale Bank s a global markaling nama used by Amarican fixpraga Banl L. {

a subsidiary of Ainedcan Exaress Campany) and is subsiciadas,

TEB000591




We begin with a thorough assessment of your needs and goals, as determined through
American Express Private Bank’s proprietary evaluation process. Invesiments are

selected with the goal of maximizing return and minimizing risk in accordance with each
investor's risk profile and time horizon.
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1. Conservative — More concerned with preserving capital than maximizing capital gains,
Can tolerate infrequent, very moderate negative returns,

2. Moderate — Seeks higher returng and, consequently, is able to tolerate several quarters
of negatlve returns through difficult phases of a market cycle.

3, Aggressive — Seaks maximum capltal galns, and is able to {olerate more than one year
of negative returns in exchange for the highest potential returns.,

TBe00s2



Based on your respensas o the Investment Questionnaire and our discussions, the

information helow is cur understanding of your nesds. We Invite you to tell us what
itemns you would like to discuss further and clarify.

Investment Objective: Moderate Growth
Risk Tolerance: Moderate

Time Horizon: 7 Years
Reference Currency: US Dollars
Booking Location: Geneva

K e AT AT T A e a1
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The pie chart below illustrates your current asset allocation.

Othery
14%

Alternativa lnv,
17%

¥ Bonds
1%

Cash orMear Gash
5%

s
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We propose to invest your financial assets in a global portfolio that will diversify your investment tisk betwean
asset classes and markets. The objective of this proposal is to develop for you a US-hased portfalio coharant
with @ moderate tolerance for investment risk. It is designed to be held for the long term and has exposure ta
equities which, historlcally, havs outperformed cash and bonds, Alternative Invesiments are recommended to
enhance the asset allocation risk/reward ratio and limit the downsids volatility of your portioio.

e

Egulties
46%

23%

Cash or Mear Cash
7%

Bonds
24%
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We propose to re-allocate your assets across the currencies lliustrated below.

Cthers

A

e
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Based on our discussions, this pie chart iliustrates the distribution of assats by region that you
currently hold,

Bonids Othars

Others USAICAD -~
14% ’ Eguitiss Others

0%

Gash or Near Cagh

Altsrnative Inv, USAICAD
WSACAD 5%
1%

Equities Agia Ex Japan
%

Erjuities Europa
%

Eqguities Japan
Equities UBA/CAD 13%

30%

A
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We recomimend allocating your assets o reflect the distribution below.

Altarnative Inv, Bonds Othoers
USAICAD 10%

Equitlas Gthers
1%
Cash or Near Cash
USACAD
T

Bonds UBAICAD -
3% Bguitias Asla Ex Japan

%

Bonds Lat. Am,

11%
‘ Equitles Burope

9%

Buitles USACAD Equitias Japan
18% 14%

e AR Hﬂ‘l‘-r‘w-W\pAJrv‘.‘lw—j
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Currently, the assets in your portfolio are distributed according to the illusiration below,

Bonds Others
Othera USH 20

14%

Equitiva Others
%
Cash or Meaar Cash

usn
5%
Alternative Inv. USD
A% Equities EUR

5%

Equities HKL}

4%
Bonds Ush

6%
Eguitles JPY
12%

Equlties YSD
29%

i
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To achieve your goals, we proposs {o re-aflocate your assets across currencies according to the
illustration below.
Bonds Others
Alternative inv, USD W% Equities Others
24% 1)
Cash or Nzar Cash
ush
%
Eguities BUR
8%
Equities HKD
4%
Bonds UsD
21%
Equitias JRY
. ) 158%
Hqultiea USD
15%
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In addition to our discussions, we've based our analysis and recammendations on tha information you
provided below.

% Investable % Investable
Products Aszels  Amount (LS Products Assets  Amount{USD)

Gash or Near Cash 0.98% 47,256 Yiald Enhancars 20.97% 1,035,688

Money Market 0.96% 47,284 AEF Emer Mt Debt 4.60% 231,712

Permal FX Fin & Futures 2. 11% 104,033

Giobal Products™™ 11,19% 562,81 Structured Products 14,47% GO9, 840
DP Trag, @l6bal Mod ) 11.19% 552,871

;{/ Total 100.00% 4,939,551
lsk Reducers 14.64% 723,043
Falrfiald Sent 8.20% 430 284!
lobal WIN ,(;ng‘ FoF B5.74% : 207,759
uitles 52,25% 2,500,688
Siy Global Eg 38.26% 1,790,880
Nardes | NA Valus 15.99% 788,826

14
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Here's our recormnmendation including the products, investment percentages, and the amount in your
reference currency we propose to allocate to each product and asset class,

Recommendad % Invastable Recommendad % investahle
Products Assetls  Amount (USD) Products Asseis  Amount(USD)
Cash or Near Cash 0.82% 26,848 Equliles 36.26% 1,780,860
Money Marlet 0.52% 25,648 3y Global Eg 38.20% 1,796,860
Bonds 10.12% 500,000 Yiald Enhancers 18.22% 900,000
Glo Ematg Mit &Term Bonds 10.12% 504,000 AEF Emer Mkt Debit 10.12% 500,000
Parmal FX Fin & Futures 8,10% 400,000
Glohal Products 20.24% 1,060,000
o3 %I Mad 20.24% 1,000,000 Total 100.00% 4,839,581
E'Sk Raduc\i‘s 14.84% 733,043
alrleld S?Fry 8,89% 439,284
lobal MM Ctne Fol 5.74% 283,789

k)
asa refar 1o Appandix tat the sned of this propesal for infanmalion on tha Inception dates of preducts incluted in the porfolie as well a8 the use of banchrrak Jata prior ke these inception dates In the pecformanca shay
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22000 +
22000 +
210,00 +
20000 -
16000 -
180.00 -
170.00 5
160,00 -+
150.00 +
140.00 +
130,00
120.00 -+
110.00 4
100.00 -
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5150 3\9-‘ \u‘r,:,s“ SS“ hrs.c‘ ‘)\:’\ }'ﬁ'{‘ S&‘ qu" b\} bjg:\ S:,(‘ Sg‘.‘ 3&' ,h,bﬂ‘ b\)\ bfb?" 35‘ 3@0
— GAP 500 = Citrrent Portfollo — Proposad Portiolio
S&P 500 Current Portfollo  Propased Portfolio
Return p.a. 7.53% 8.83% 9.73%
Risk 16.07% 8.41% 8.87%
Sharpe Ratlo 0.23 059 0886
Ending Value 194,07 21647 233.40
[
Parffolio currency UaD ;
Starting date Jan-47 §

hadd rprasants (he aelusl padarntanca of e Amerfoan Express Bank nvesfiment pretycts nchuded in the propasal, whare avaliable. Wien uiavalleble (Le., priof (o the Inceston dala of any of Ihe seapeciive lnvastiment producls) the chari uses, o
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In additlon to our discussions, we've based our analysis and recommendations on the information you

pravided below.

Products

Cash or Mear Cash
Money Markat

Global Products
DP Trad Global Mad
Riségfﬁ’élauee‘rs
Faé fiaid Sefitry
Global MiN.Cons Fol
L

Equifles
&ig Global Egq
Nordea | NA Value

%
Assets

£.86%
0.96%

11.19%
11.18%

14.64%
B8,89%
5.74%

52,25%
36.28%
15.99%

Investable
Amount (USD)

47,286
47,288

552,87
652,871

723,043
439,284
283,768

2,680,686
1,790,660

759,826

© Products

Yield Enhancers
AEF Emer Mkt Dabt
Parmal FX Fin & Futures
Structured Froducts

Totat

% Investable
Assets  Amount{USD)

20.97% 1,035,885
4.69% 231,712
2.1% 104,033
14.17% 698,840

100.00% 4,939,551

b raeins
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Here's our recommendation including the products, investment percentages, and the amount in your
reference currancy we propose {o allocate to each product and asset class.

Recommended % Investable Recommended % investable
Products Assalz  Amount {USD) Products Asgets  Amount (USD)
Cash or Near Cash 0.62% 25,648 Equitles 36.26% 1,790,860
Money Market 0.62% 25,648 Sig Giobal Eq 36.26% 1,790,880
Bonds 10.471% 508,000 Yield Enhancers 18.22% 900,000
L Glo Emerg M S8«Term Bonds 10.12% 500,000 AEF Emer Mkt Dabt 10.12% 500,000
, Permal FXFin & Futuras 8.10% 400,000
Glohal Products 20,24% 1,000,000
Doe Trir;l! Gilobal Mot 20.24% 1,000,000 Total 106.00% 4,939,561
£k Redliiears 14.64% 723,043
! Sa;;% 8,89% 459,284

Y
'ofai M#Nﬁe‘)ns FoF B74% 283,754
i\mﬁ“’ " )

i
Py S

tase raler {o Appandizd at the end of this propesal forinfarmallon on thiz nceplion dates of produsls inciuded In the poddivlio 35 wak as tha uss of benchenark dala prior by theae Incapllen dates In the parformange chas
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Distribution of Monthly Returns
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Quarterly Returns

1 3%
W% R

10%-

LT
7% 2.26% B.78%

AC%
4% 2.04%

4%

s}

1A%
2% :

-2.52% ' ]
~Gh s

i -6.86%
%

~8.5%

o U

1 ] T T I T T [l 1 H 1 T 3 T = T T i L T T T 1 T T ¥ H
A L L N I A S U U < 8 PP S :
@ &qgoﬁ é‘”éa o @*’qof@@ s“FP 4’&0‘? & ‘.s*"‘& c.&*’qs-koi"’ @*’-‘P:‘f @““?o"”g i ef’ﬁ?o"'ﬁ‘t“* o o @ 5"%““%"? B |

18

1038 eafar lo Appendix [l the sod of this propesal for infaraation ait the Inception dales of producls included In ths portfolle as woll 85 The use of benchmar dala piler fo lhese fngeplian dates in the perdomanca cha

71



%)
it

Distribution of Monthly Returns
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1 8ig Global Eq
2 OP Trad Global Med
_AAEF-EmeritDebt
" 4Fairfield Sentry .
5 Global MN Cons FoF
6 Permal FX Fin & Futures

1
1.00
0,82
049
0.11
0.15
0.25

3
0.49
0.54
1.00
0.04
0.14
0.25
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1 Sig Giohal Eq
2 DP Trad Global Mod

3 AEF Epper. Mkt Debt,

bw.,,t.mu

4 Faiteld Sentry, ...
5 Giobal MN Cons FoF

1
1.00
0.82
049
0t
0.16

8 Penmal FAFIn & Futires 025
7 Glo Ererg Md S-TermBo 0.38

2
082
1.00
0.54
0.08
.16
0.36
0.39

3
0.49
0.54
1.00
0.04
0.14
025
0.80

4 5
011 015
008 016
004 014
100 015
015 1.00
(0.03) 032
012 009

6
025
036
025
(0.03)
0.32
100
022

7
0.38
Q.39
0.80
0.12
Q.00
0.22

1.00

1294 rafar b Appeadic | at the and of Ihis praposal for information on the: Inception dales of preducts Included in the portfoliz as walf s the use of kanchmads data prier to thesh inception dates In he parformanca tha
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CALL REPORT DATE: 3/5/08%

CLIENT/PROSPECT NAME: Teresa Barbachano and Hactor Velazquez
DATE OF VISIT: 2/28/08

PLACE OF MEETING: Restaurant in Mexico City
PERSONS PRESENT: Jennifer Sietrs, Carla Borelly and John Dutkowski

PURPOSE OF MEETING: To teview portfolic after changes were made/decided in
Janwary, Discuss markst expectations and loan factlities,

CLIENT INFORMATION: Teresa Barbachano is in the process of dividing the assets
irtherited from. ler parents emongst her brothets and sister, A large percentage of the
assels inherited Involve real estate propesties located in Acapuleo, Merida and Mexloo
City, Atthis tine, they are each deciding which property to keep and putchase the
interest {n the property frem their brothets and sister. Teresa commentad that the one
property she is negetiating 1o keep will cost lier $IMM. She plans to finance the
purchase with aloan frem our Tustitution collateralized by her investments held with ug
as well. She will contact the undersigned sumetime in March/April to request the loan, In

the meantime we-are preparing the documentation and the lise of credit to have
everything ready.

During this meeting we took the opportunity for her and her husband to sign the new
Platinuin Card applicatton as they have the domestic card. We discussed the possibility
of obtatning the Centurion Cerd which we will explore [t on.

Affer revigwing the client's background information in the client file, there are no
significant changes with regard to the elent’s source of wealth irformation.

INVESTMENTS:

The IS provided a surnmary of ‘the ma::kets, posiiive and negatives, and rezlistic market
expectations. The changes agread ondn Jamuary have not settled in the poutfolis so we
pust wait unitil begmmng of April to analyze the impact of such changes. Neither ene of

the clients were nervous, howsver, they reminded us to be cautious ini the event thing
turned worss instead of better,

FOLLOW-UP:
Meet with clients again in Aprl/May 2008,

RM NAME: I em1fer &mn‘a

SIGNATUR poe

GONFIDENTIAL S SCB_T Barbachano 00000055



Client: Gllent Number - Portfollo 4652-1 Exhibit 10 10f3
Asset Allecation enalysle;
June 2006; ‘
Pogitlon Type Amount __Gash Bonds Equltles Alt
Cagh Cash 1,338,066 1,336,066
Calyon Fln Products (Guernsey) Ltd Bonds 202,21% 202,219
Amet Exprass Emerging MkE Debt MF 70,357 70,357
Amer Express GL EM Mkt Short TM Bonds MF 318,466 319,468
Signature Porifollos - Global Equities Pertfollo 1,744,723 1,744,723
Diserationary Tradltional Global Moderate Partiolle 959,984 387,994 581,590
Amer Express All Inv Fund - Global Mkt Neutral Alt 295,378 298,378
Permal FX Financlals & Futures Ltd Alt 404,377 404,377
Falrfleld Sentry Lid Alt 454010 454,010
Tolals 5,786,572 1,338,088 980,027 2,328, 14 1,153,766
Asget Allocation petcentages - June 2008 ! 23% 17%] | 40% 20%]
0% BO%
December 2007:
Posltlon Typa Arnount Cash Honds Eouitios Alt
Cush Cash 2,985 2,985
Discretionary Dynamic Global Asset Allocation Portfollo 276,898 2,769 74,762 188,520 13,845
Slgnature Porifolios - Global Equities Portfalio 2,721,048 2,724,945
Discrationary Traditional Global Moderate Portfalio 1,316,879 526,792 790,188
Permal Fixed Income Holdings Alt 280,248 280,248
Permal Fixed come Speclal Opportunities Alt 530,887 830,887 |
Permal FX Financlals & Futures Lid Alt 458,814 458,814
Fairfield Sentry Ltd Alt 965,802 955 802
Totzls 6,544,565 6,754 601,654 3,687,653 2,239,595
Asset Aliocation percantages - Dacamber 2007 - 0% 5 8%] [ 57% 34%|
b 9%

Prepared by: Collier Conaulting, Ihe.

EXHIBIT




CHent: Cllent Number - Portfollo 48521 Exnlbit 10 2ofd
Jung 2008:
_Posgition Typa Ameount Cash Bonds Equities Alt

Cagh ) | Gash 26218 25,215
Ammar Express GL EM Mkt Absoiude Retumn MF 148,762 74,376 74,376
Slgnature Portfolios - Global Equities Portfolic 2,705,216 2,705,216
Dlgcrationary Dynamic Global Asaet Allocation Portfollo 411,322 4,113 114,087 278,686 20,666
Discretlonary Tradltional Global Moderate Portfolio 1,271 677 508,671 763,008
Permal Fixed Incoms Holdings Alt 279,666 278,686
Parrmal PX Financlals & Futurgs Lid Alt 482,860 482,860
Fairfiald Sentry Lid Alt 883300 £83,300

Totals 6,308,028 49,329 694,104 3,818,184 1,766,412

Assat Allocation parcantages - Jung 2008 0% %] [ 51% 28%]
1% 89%
Saptembar 2008;
Posltion Type Amount Cash Bonds Equlties Alt

Cash Cash 18,281 15,281
Amer Exprass GL EM Mkt Absolute Return MF 115,644 67,772 57,772
Signature Portfolios - Global Equities Porifolio 2418745 2.418,748
Discrationary Dynamic Giobat Asset Allocation Portfolio 370,694 3,707 100,087 248,385 18,538
Dlscrationary Tradltional Global Moderate Portfollo 1,160,489 460,198 690,253
Permal Fixed Income Holdings Alt 268,672 288,672
Permal Macro Holdings Lid Alt 454 GBS 454,693
Fairfiald Sentry Ltd Alt 998,756 86 796

Totuis 5,790,813 18,988 818,048 5415,175 1,738,606
Asset Allocation percentages - Septerber 2008 0% V%) (85 a0

1% 89%

Prepared by: Colller Consulting, Ine,



Cllent: Cllent Number - Portfollo 46624

Exhibit 10

Frepared by; Colller Consuiting, Ine,

30t
December 2008:
Pogitlon Type . . Amount Cash ponds  Equities All
Cash Cash 1,011,681 1,011,691
World Express GL EM Mkt Absolute Return . MF 42,511 21,258 21,258
Slgnetura Portfollos - Global Equitles Portfollo 1,874,004 1,874,904
Disaretlonary Dynamic Global Asset Aliosation Portfolie 302,243 3,022 81,608 202 503 18,112
Diseretlonary Traditionat Globsl Moderate Portfolio 7,683 3186 4,778
Pemvial Flxed Income Holdlngs Alt 229.010 229,010
Parmal Macro Holdings Ltd Alt 435,468 435,488
Falrflald Sentry Ltd Alt 7 7
Totals 3,903,798 1,014,713 406,048 2,103,440 476,507
Asset Allocation percantages - December 2008 { 26% 3% | B4% 17%)
. 29% 1%
September 2009; :
Pogition Type Amount Cagh Bonds Eepdltles Alt
-Cash Cash 510,360 510,358
Amar Express GL EM Mkl Absolute Retum MF 5,269 2,635 2,835
Signature Portfolios - Global Equities Portiolia 2,395 303 2,305,803
Signature Portfolios - US Mulli Sector Fixed Inc Portfollo 1,076,899 - 1,076,869
Discretionary Dynamle Global Asset Allocation Porifollo 636,430 3,364 146,379 483687
Totals 4,824,760 516,724 1,225,913 2,882124 0
Asset Allocation percantages - September 2008 T 11% 27%] | 2% &%)
8% 2%
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Important Information

Standard Chartered Bank International (Americas) Limited (“SCBI") and StanChart Securities Infernational, Inc.,
{“Stanchart”) are whally owned subsidiaries of The Standard Chartered Bank: The Standard: Chartered Private Bank is the
private banking division of Standard Chartered Bank, Securities products offered through: Stanchart Bank products and/or
services are offered through SCBI and other bank and non-bank affiliates, or strategic partners Not all products and
services avaifable fo clients of SCBI or StanChart,

Standard Chartered Signature and Dynamic Portfolios are discretionary asset mahagement services made available to'vou
by Standard Chartered Bank, together with its affiliates or subsidiaries and are advised by its affiliates and selected sub
advisers. Subscriptions can only be made through the respective Fund’s discretionary account; agreement ‘which can be
obtained through your Relationship Manager. In relation fo the products and services idetailed in this: presenia‘hon
additional Terms and Conditions may apply. You should obtain details of these Terms and Condr‘uons contamed in the
subscription agreement prospectus or offering documents, before proceedmg

In relation to the products and services detailed in this presentation, addrtronai Terms-and Condltlons may apply. You
should obtain details of these Terms and Conditions contained in the prospectu$:or offering:dociiments; before
proceeding. Mutual funds are offered through prospectus/offering documents. Please consider: the nsks. charges
expenses and investment objectives prior to investing in mutual funds. “ThE. prospectus/offermg documents which contain
this and other important information can be aobtatned by contacting your. Retanonsth Manager. Pledse read thess

documents carefully, before investing.

Hedge funds are speculative investments and are not suitable for alf mvestors nor do they represent a.complete investment
program. Hedge funds are not subject ta the same regulatory requrrements as: mutual funds:*Afnvinvestment in a hedge fun
invalves the risk inharent in an investment in securlties, as well as specific risks’ ‘associated wrth !imrted liquidity, the use of
leverage, short safes, options, futures, derivative instruments, “junk” bonds .and: r!IJqurd mvestments Thére canbe.no
assurances that a managers strategy, hedging or otherwise, will be successful or'that a manager will use this-strategy with

_ respect to all or a portion of the porifolio. For-a more complete description of the risks associated-with: -any. hedge fund’
investment, please read the Cffering Cocument which can be obtained by contacting your’ Reiatronshrp Manager



Important Information (Continuation)

Investments in this presentation may concentrate on certain economic sectors, thereby increasing ifs vulnerability to
any single economic, political or regulatory development. This may result in.greater price volatility. Additionally,
investments may focus on certain geographical regions, thereby increasing its vulnerability to-developments in-that
region. This may result in greater price volatility. Investing in foreign securities presents certain.risks not associated
with domestic investments, such as currency fluctuation, political and economic instability, and different.accgunting
standards. This may result in greater price volatility. Non-diversified investments involve greater fisk than diversified
investments, becatse a loss resulting from a particular security or sector's poor performance-will have a- greater impact
on the investments’ overall return.  Investments in fixed income securities will fluctuate in price-gnd-yield dépending on
market conditions -and funds invested may be worth more or less than their original cost.

With ahy investment the value may fall as well as rise and In some circumsiances you may not get back the full amount
invested. You are not certain to make a profil, and may lose money. Changes'in-rates may. cause'the value of
investments to go up or down. |f your hase currency Is other than the base currency of the underlylhg assets, changes
in rates of exchange may have an adverse effect on-the value of your investments. Past-performance’should not be
seen as an indication of future performance. The level, rates and bases of, and relief from; takation-are.those currently
available and may change in the fufure. This presentation does niot purport.to disclose all of the risks associated with
investment products. s

You should make your own legal and tax determination (including any applicable exchange control regulations) on
investment products, and should consider carefully whether the investment products are suitable for-you in-light.of your
persanal risk appetits, liquidity requirement and return objectives (including-the legal and fax regimes in your-countries
of citizenship, residence and/or domicile). We do not previde you with any legal, tax or-accouinting-advice regarding the
suitability or profitability of a security or investment. This presentation does not constitute an offer, solicitation or .
invitation to fransact business in any country where the-marketing or sale of these products. and services-would:not be
permitted under local laws. This material‘is not-approved for distribution to any personin the-US or to US citizens of’
residents. ' : '



