FORTENT

KNOW MORE, RISK LESS

]
FEEF R RN

HOME LEGS & REGS NEWS ENFORCEMENT ACTIONS MY INFORM

&l Jeremy Thompson | T Fiters: OFF |

Fortent Inform

4 Mezzages | Feedback | Logout

MESSAGES

SEARCH

'E:' All ‘:’ Legs & Regs ‘::3' Mews

| Search |

NEWS

Antigua’s Ties to Accused $8 Billion Fraudster
a 'Bloody Nose' for Island: Consultants

February 20, 2009 By Matt Souire * & =@

Antigua's efforts to end its reputation as a crime haven have suffered following the disclosure
that the alleged head of an §8 hillion fraud helped craft the country's anti-maoney laundering
regime.

Fobert Allen Stanford, a Houston-based businessman, was appointed by the Antiguan
government in the late 19905 to chair a committee of consultants charged with improving the
anti-money laundering (AML) [aws of the Caribhean island nation, according to former
government officials and compliance consultants.

The LS. Securities and Exchange Commission has accused Stanford and three of his
financial semices firms, including Antigua-based Stanford International Bank, with operating a
fraudulent investiment operation helieved to have bilked investors out of §8 hillion. The FBI is
investigating Stanford for ties to a Mexican drug cartel money laundering scheme, according to
a February 18 report by ABC Mews.

Antigua's invalverment with Stanford, who was served with a formal complaint in Virginia
Thursday, will he wiewed as a black marlk far the country, which has long been subject to
criticism by AML watchdogs, according to Chris Mathers, a Toronto-hased AML consultant and
a farmer agent with the LS. Drug Enforcement Administration.

"*Antigua has same big challenges ahead," said Mathers. "This is a bloody nose for them ™

Stanford's appointment by then Antiguan Prime Minister Lester Bird preceded a January 19949
biriefing to LS. officials by the Antiguan government an changes made in 1998 to the countn's
AML laws. The Treasury Depatment issued a warning in April 1999 that the changes had
"significantly weakened" Antigua's AML [aws.

The commissiaon led by Stanford was intended to clean—up Antiguan hanks and keep the
Treasury Department from issuing the anticipated advisany.

The decision to use Stanford, who owned an offshore hank regulated by the Antiguan
government and partially financed the wark of the consultants, drew criticism in 1999 from
those who said he had a conflict of interest.

"The iszue was notthe quality ofwork being done by the people being retained by Stanford,”
according to Jonathan Winer, a farmer LS. deputy assistant secretany of state far international
laww enfarcement. "Itwas the relationship between Stanford and the government in connection
weith the regulation.”

That Stanford had access to regulatory docurments and data as part of the job was "completely
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inappropriate,” said Winer, who was part of a State Department tearm monitoring Antigua's
efforts.

Stanford's group of consultants included Miami-hased former DEA agent Thomas Cash,
former Treasury Department special agent Patrick O'Brien and former federal prosecutar Mark
achhapp. The consultants focused on "cleansing” Russian and Likrainian shell banks that had
heen established on the island, said Winer.

izalls to O'Brien and Schnapp, who currently serve as lawyers swith [aw firm Greenberg Traorig,
LLF in Miarmi, and to Cash, who consults with Mew York-based Kroll, Inc., were not returned by
press time. Calls to Antigua's financial intelligence unit, the Office of Mational Drug Control and
mMoney Laundering Policy, were also not returned.

The arrangerment put Stanford in a position to potentially steer regqulations for the henefit of his
institutions, said Mathers, adding that Antigua is "no stranger to allegation of malfeasance,
rnoney laundering or drug trafficking.”

“Inthe least case, Stanford could hawve heen able to find out what the manpower and resources
af the regulatar were, where the weakness and loopholes were, and he may have been able to
ingratiate himselfto make him look like some kind of AML guardian,” said Kenneth Bryant,
managing directar of Bryant & Associates, a Hayesville, Morth Carolina-hased AL
cohsultancy.

In & separate investigation, Mexican authorities found checks suspected of being connected to
the Mexico-based Gulf Cartel inside a private plane owned by Stanford, according to the ABC
Mews repart. The investigation could lead to criminal charges of maoney laundering and bribery,
the news arganization said.

Although the Treasury Department lited its advisory against Antigua in 2001, the country has
since been subject to criticism for not addressing vulnerabilities to financial crime.

[ a June 2008 evaluation, the Caribbean Financial Action Task Force cited the jurisdiction for
19 instances of non-compliance with the Financial Action Task Force's 40+4
recommendations far anti-money laundering and anti-terrarist financing contrals, including
poar contrals on shell banks.

[n 2000, LIS, prosecutars charged former Likrainian Prime Minister Pavel Lazarenko with 31
criminal winlations, including seven counts of laundering $70 million thraugh a shell bank in
Antigua capitol 5t John's.

The task force also dinged Antigua for failing to adegquately check for money laundering
associated with politicallh-tied figures, and to implement controls on correspondent banking,
foreign branches, beneficial ownership, and the reparing for suspected terrorist financing
transactions.

“In the year 2008, to say that yvou are missing 19 of FATF's 40+49 recommendations [means]
woll are totally behind the eight ball and way late in the game,” said Bryant. "For example, most
every Caribbean jurisdiction has, foryears, eliminated their problem with shell banks".

The LS. State Department's 2008 International Marcotics Control Strategy Report said that
wehile the country has comprehensive AML laws an the books, it "remains susceptible to
rmaoney l[aundering because of its offshore financial sectors and Internet gaming industn:”

The future of Antigua's online gamhbling industry was given a boostin 2004 by a Warld Trade
Crganization ruling that the United States' criminalization of anline gaming wiolated global trade



[amh's

"Antigua has made it pretty clear that they will continue to do thatwhich has put them at odds
with the LS. governtment,” said Mathers. "The Antiguan governiment has made it clear that they
take their sovereignty very serioush.”
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