








336. Fairfield at the same time worked to reduce the small amount in
the Sentry funds allocated to non-Madoff-related investments to zero, presumably
to funnel that money to Madoff.

337. Inasubpoena dated March 13, 2009, for which a response was due
March 27, 2008 and for which no extension or agreement for rolling production
was provided, the Division asked the following question: “Provide all Documents
evidencing communications made between Octobér 1, 2008 and December 31,
~ 2008, between Fairfield Personnel and personnel at Madoff Investments relating
to BBH Emerald Ltd.”

338.  The response was comprised of the three pages attached hereto as
Exhibit 56.

339. The March 13 subpoena also asked for “all Documents evidencing
communications made between October 1, 2008 and December 31, 2008, between
Fairfield Personnel and personnel at Madoff Investments relating to Greenwich
Emerald, LLC.

340. The response was comprised of the three pages attached hereto as
Exhibit 57.

341. “Avery angry Bernie” berated Fairfield for what he viewed as its
inadequate performance in replacing redemptions. See Exhibit 44.

342. Fairfield’s desperate efforts to prop up Madoff in the end are
chronicled in a letter from Jeffrey Tucker to Madoff dated December 10, 2008.

343. The letter states:

We have taken a number of steps with our other funds in order to
put all of our investable capital in Sentry and the new split-strike
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strategy which we call Emerald. While the full results of this
strategy will take a few months to take effect, they will include:

¢ investments in Sentry by existing Fairfield funds (~$100 mm)

e liquidating other Fairfield funds and transferring the assets to
Sentry and Emerald (up to ~200mm)

e purchase by the firm of Sentry positions from clients rather then
having them redeem from Sentry (~150mm)

¢ investments by individual partners of the firm in Sentry and
Emerald (~50mm)

e new UCITS III fund, launch Feb 2009 (target ~$500mm in 12
months)

We are aggressively cutting effective fees for new subscriptions

through offering significant fee-sharing incentives to our clients,

agents and finders.
See Exhibit 2.

344, Investors in the Sentry and Emerald funds were not made aware of
Fairfield’s desperation.

345. Right up until the end, potential investors were aggressively being
told to purchase the Sentry funds and Emerald funds because they were good

investments.

G. Harm to Investors: Fairfield’s Continued Payments to its Partners

346. Investors in The Commonwealth of Massachusetts invested
millions of dollars through the Sentry funds.

347. Those investors paid Fairfield performance fees, as described
above, for its supposed monitoring of and due diligence with respect to the Sentry
Funds

348. Because of Fairfield’s lack of meaningful due diligence, as

described above, and the lack of an arms-length relationship between Fairfield
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and Madoff Investments, Fairfield failed to discover that Madoff Investments
was, in fact, nothing more than a giant Ponzi scheme.

349. Fairfield’s misrepresentations to its customers were geared towards
convincing customers that Madoff’s operation was legitimate, when in fact it did
not know very much at all about key aspects of that operation and had its own
doubts. Those misrepresentations induced Massachusetts investors to invest in
the Sentry funds and prevented investors from redeeming their investments.

350. The Massachusetts investors who trusted Fairfield and invested
with Sentry lost their entire investments.

351. As of December 12, 2008, less than $100 million remained of the
Sentry funds’ over $7 billion in assets under management. See Exhibit 45.

352. Fairfield has not offered to repay the enormous performance fees it
reaped, even though it now knows that the performance upon which those fees are
based was fictitious.
| 353. After Madoff was arrested, Fairfield continued to make sizable
payments to its partners. See Exhibit 58. |

. 354, | Fairfield also expedited payments to certain partners. See Exhibit
59.

355. Within days after Madoff’s arrest, Liﬁton sent an email stating:
“My wife needs to open a brokerage accont today in only her name. And I would
like to transfer my munis and Treasuries into it.” See Exhibit 60.

356. Fairfield has not offered to make its investors whole.
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357. On December 13, 2008, Manuel Gomez, associated with Fairfield
Sigma (which is a class of the Sentry funds), sent an email to Kim Perry, a
member of Fairfield’s U.K. group. -

358. In that email, Gomez stated: ‘“You mentioned that Fairfield used to
get copies of some trades done by Madoff. In order to cover my ass, can I get
some copies. of those trades? I need to show to people who invested in Sigma that
- I was doing due diligence in what is the largest scam ih financial history.”

Exhibit 46. Perry forwarded the email to Vijayvergiya stating “Please see below.
I know that this is a sensitive time but if we can help it would be appreciated.”

VII. VIOLATIONS OF SECURITIES LAWS

A. COUNT I - VIOLATIONS OF M.G.L. CH. 1104, §101

359. Section 101 of the Act states:

It is unlawful for any person, in connection with the offer, sale or
purchase of any security, directly or indirectly (1) to employ any
device, scheme, or artifice to defraud, (2) to make any untrue
statement of a material fact or to omit to state a material fact
necessary in order to make the statements made, in the light of the
circumstances under which they are made, not misleading, or (3) to
engage in any act, practice, or course of business which operates or ‘
would operate as a fraud or deceit upon any person. |
360. The Division realleges and restates the allegations and facts set

forth in paragraphs 1 through 358.

361. Respondents’ conduct as described above constitutes a violation of

M.G.L. c. 110A, §101.
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B. COUNT II - VIOLATIONS OF M.G.L. CH. 1104, § 102

362. Section 102 of the Act states

It is unlawful for any person who receives, directly or indirectly,
any, consideration from another person primarily for advising the
other person as to the value of securities or their purchase or sale,
whether through the issuance of analyses or reports or otherwise
(1) to employ any device, scheme, or artifice to defraud the other
person, or (2) to engage in any act, practice, or course of business

which operates or would operate as a fraud or deceit upon the other
person.

363. The Division realleges and restates the allegations and facts set
forth in paragraphs 1 through 358.

364. Respondents’ conduct as described above constitutes a violation of
M.G.L. c. 1104, §102.

VIII. STATUTORY BASIS FOR RELIEF

1. Section 407A of the Act entitled “Violations; Cease and Desist
Orders; Costs” provides in pertinent part:

(a) If the secretary determines, after notice and opportunity for a hearing,

that any person has engaged in or is about to engage in any act or practice

constituting a violation of any provision of this chapter or any rule or

order issued thereunder, he may order such person to cease and desist

from such unlawful act or practice and may take affirmative action,

including the imposition of an administrative fine, the issuance of an

order for accounting, disgorgement or rescission or any other relief as in

- his judgment may be necessary to carry out the purposes of [the Act].
IX. PUBLIC INTEREST
For any and all of the reasons set forth above, it is in the public interest and

will protect Massachusetts investors, to provide the relief requested in Section XII

below.
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X. RELIEF REQUESTED

Wherefore, the Enforcement Section of the Division requests that Hearing
Officer take the following action:

A. find as true the allegations set forth in paragraphs 1 to 358 of this
Administrative Complaint;

B. require Fairfield to permanently cease and desist from committing
any further violations of the Act and Regulations,

C. require Fairfield to make restitution to all Massachusetts investors
of losses incurred in connection with investments in the Fairfield Sentry fund, the
Greenwich Sentry fund or the Greenwich Sentry Partners fund (collectively, the
“Sentry funds™) in an amount that a Hearing Officer deems appropriate,

D. - order disgorgement of performance fees and other fees paid to
Fairfield by Massachusetts investors who invested in the Sentry funds in an
amount that a Hearing Officer deems appropriate,

E.  require Fairfield to pay an administrative fine in an amount and
upon such teﬁns and conditions as a Hearing Officer may determine, and

F. take any other action that a Hearing Officer may deem appropriate

in the public interest and necessary for the protection of Massachusetts investors.
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Dated: April 1, 2009

ENFORCEMENT SECTION
MASSACHUSETTS SECURITIES
DIVISION

/A

Jgshya S. Gringpoon, Esq

1 Anne Foehl, Esq.
Richard R. Khalife, Esq.
Patrick Ahearn, Esq., Chief of Enforcement
Massachusetts Securities Division
One Ashburton Place, Room 1701
Boston, Massachusetts 02108
(617) 727-3548
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