
 

 

 

 

 

 

 

 

EXHIBIT 1 



UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF CONNECTICUT

JOHN J. CARNEY,

Plaintiff,

v.

MORIS BERACHA; 4A STAR CORP.;
BRADLEYVILLE, LTD.; BRAVE SPIRIT, LTD.;
DOBSON MANAGEMENT CORP.; EAST
COAST CONSULTING CORP.; FRACTAL
FUND MANAGEMENT, LTD.; FRACTAL
FACTORING FUND; FRACTAL L HOLDING,
LTD.; FRACTAL P HOLDING, LTD.;
FRACTAL FACTORING II; HERMITAGE
CONSULTANTS, INC.; LA SIGNORIA ASSETS
CORP.; NETVALUE STRATEGY, S.A.;
NORTHWESTERN INTERNATIONAL, LTD.;
ROWBERROW TRADING CORP.; and SUNNY
SERVICES CORP.,

Defendants.

Case No. 12-CV-00180-SRU

DECLARATION OF MORIS BERACHA

I, Moris Beracha, being of legal age and pursuant to 28 U.S.C. § 1746, hereby declare as

follows based on my own personal knowledge:

1. I make this declaration in support of the Motion to Dismiss submitted jointly by

myself, Fractal Fund Management, Ltd. (“Fractal Fund”), Fractal L Holding, Ltd. (“Fractal L

Holding”), Fractal P Holding, Ltd. (“Fractal P Holding), Northwestern International, Ltd.

(“Northwestern”), and Rowberrow Trading Corp. (“Rowberrow”). This declaration is for the

limited purpose of objecting to personal jurisdiction in accordance with the statement made on

my behalf in the Motion on Consent for Extension of Time and Approval of Briefing Schedule.

2. I am not making this declaration in response to the claims made by John J.

Carney, but solely in support of the Motion to Dismiss. Contacts with Connecticut, and whether
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any tort or fraud was committed in, or directed towards, Connecticut, are among the factors that I

understand the Court would consider on jurisdiction.

3. I am a citizen and resident of Venezuela domiciled at Calle Oriente, Qta. Villa

Joyosa, Alto Hatillo, Municipio El Hatillo del Estado Miranda in Venezuela. Venezuela is

where I perform my civic duties.

4. I have never been a citizen or resident of the United States or any of its territories.

I did not live in the United States when this case was filed or attempts to serve process were

made.

5. Reading the Complaint, I see that it does not say anywhere that Receivership

Entities transferred any money from a U.S. location, that they sent any money to any U.S.

location, or that any money they ever transferred is today held by anyone as an asset, or in any

form of property, in any U.S. location. All of that is consistent with my recollection.

6. I have never had any agent in Connecticut or transacted any business there.

7. In fact, I have only ever travelled to Connecticut once. After learning that

Illarramendi was under investigation by the U.S. Securities and Exchange Commission, I went to

Connecticut for the first time, on January 12, 2011, to visit the office of the Michael Kenwood

Group in Stamford.

8. My recollection is that from my office in Venezuela, I communicated with

Illarramendi’s office in New York, not Connecticut, until Illarramendi and his operations

unilaterally decided to move their office from New York to Connecticut for their own reasons. I

had dealings with Illarramendi, a Venezuelan citizen, who had a New York business that decided

to move its office to Connecticut.



3

9. I never sought or obtained financial or other services in Connecticut, or rendered

financial or other services in Connecticut. I did not invest, or solicit or obtain investment advice

or do any kind of business, in Connecticut.

10. To the extent it is relevant for jurisdictional purposes, the Complaint does not

allege facts that describe a Ponzi scheme, which I understand to be a pyramid scheme where

earlier investors are paid with funds from later investors. Except for transactions labelled I, II,

V, VIII, XI, and XV, the transactions that the Complaint in this case claims that any defendant

entered into with Receivership Entities appear to consist of U.S. dollar-bolivar currency swaps

and credit-linked notes, both of which are derivatives transactions between counterparties.

11. Since well before the Securities and Exchange Commission filed SEC v.

Illarramendi, No. 3:11-cv-00078-JBA, I have not owned or had majority or complete stock

control of any of the following entities: Bradleyville, Ltd.; Brave Spirit, Ltd.; Dobson

Management Corp.; East Coast Consulting Corp.; Fractal Fund Management, Ltd.; Fractal

Factoring Fund; Fractal L Holding, Ltd.; Fractal P Holding, Ltd.; Fractal Factoring II; Hermitage

Consultants, Inc.; La Signoria Assets Corp.; Netvalue Strategy, S.A.; Northwestern International,

Ltd.; Rowberrow Trading Corp.; and Sunny Services Corp. I do not have complete domination

of the finances, policy, or business practices of any of these entities.

12. I do not know the ownership of Dobson Management Corp., East Coast

Consulting Corp., or Hermitage Consultants, Inc. As for the other defendants that are not parties

to the Motion to Dismiss, to the best of my knowledge and to the extent relevant to jurisdiction,

it is my understanding that each is a real, distinct, and separate legal person. In regards to the

Movants, each is a real, distinct and separate legal person. I have never used control of a
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company to commit any fraud, and I never used my exercise of control over a company to cause

or facilitate a fraud.

13. To the extent it is relevant to jurisdiction, I did not knowingly or actively

participate in, facilitate, or enable a fraud or Illarramendi’s breach of his fiduciary duties. I did

not knowingly serve as Illarramendi’s source of liquidity to perpetuate an alleged Ponzi scheme

or otherwise knowingly cause any harm in Connecticut.

14. I am not aware that any defendant named in this case transacts business in

Connecticut, has any agents in Connecticut, or otherwise has any presence in Connecticut.

15. At all relevant times, my contacts with Illarramendi were usually by telephone or

email. We communicated in Spanish and, with the exception of certain contracts we entered into

as counterparties, the records of our business dealings are in Spanish. When we had face-to-face

meetings, we usually met in Venezuela, and never in Connecticut, until my visit to the Michael

Kenwood Group offices on January 12, 2011.

Transactions I (EDC Notes)

16. What the Complaint calls Transaction I appears to have no real connection to

Connecticut. It is not described as an investment in Connecticut. It is alleged as a complex

transaction among multiple counterparties in different jurisdictions, including Canada (EDC),

Panama (HPA, Naproad, Dobson, and East Coast), Venezuela (PDVSA and me), and British

Virgin Islands (Northwestern and Bradleyville). One of the alleged counterparties is Delaware

entity HVP, which Carney could say had an office in Connecticut. Paragraph 77 of the

Complaint alleges a payment to me in Venezuela from a Panamanian company (Naproad). All

of that is consistent with my declaration that I did not invest, do business, or use services in

Connecticut.
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17. However, to the extent it is alleged that Transaction I is an illustration that my

dealings with Illarramendi frequently benefited me and my entities at little or no risk, it is false.

Carney has claim forms in his possession showing that companies in which I had an interest lost

more than $106,200,000.00 to Illarramendi’s fraud, including Rowberrow’s loss of

$30,200,000.00 and the Fractal companies’ loss of $76,000,000.00. I had a 50% interest in

Rowberrow and a minority interest in Fractal Fund.

18. I did not know Illarramendi was running a fraud in Connecticut. Companies in

which I had an interest lost more than $106,200,000.00 to Illarramendi’s fraud because I did not

know or have reason to know of his deception.

Permutas with Petróleos de Venezuela, S.A.

19. Under the labels Transactions III and IV, the Complaint alleges transactions that

appear to be permuta transactions with Petróleos de Venezuela, S.A. (“PDVSA”), a Venezuelan

government-owned oil company. The word “permuta” in Spanish means “swap.” Illarramendi

approached me in 2005 to present opportunities with respect to permutas.

20. At that time, Venezuela, as a major exporter of oil, had a massive inflow of U.S.

dollars that it wanted or needed to hold in bolivars, the national Venezuelan currency. For years,

the Venezuelan government has had an official U.S. dollar-bolivar exchange rate coupled with

currency exchange controls. That government policy required, as a practical matter, that

Venezuela’s government allow opportunities for companies to exchange dollars to bolivars for

the local economy to function. Venezuelan regulations allowed certain securities to be

exchanged at the market U.S. dollar-bolivar exchange rate instead of the official dollar-bolivar

exchange rate. Currency swaps operating in the range between the official and market exchange

rates were referred to as the permuta market. Until 2010, Venezuelan broker-dealers were
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permitted by the Venezuelan Comisión Nacional de Valores (“CNV”) to engage in permutas,

subject to CNV regulatory supervision and control. The CNV is the equivalent of the U.S.

Securities and Exchange Commission.

21. Due to the often large spreads between official and market currency exchange

rates, the permuta market offered extraordinary opportunities for swap counterparties to make

high returns from which those unfamiliar with Venezuela could draw the mistaken inference that

they are suspicious.

22. Since a swap consists of Party A giving Party B what is agreed, and Party B

giving A what is agreed, it is impossible for a counterparty in a swap to lose money unless the

other counterparty defaults. I have seen in Illarramendi’s testimony during the evidentiary

hearing on May 25, 2011 in SEC v. Illarramendi, No. 3:11-cv-00078-JBA, ECF No. 260 at 359-

360, where he claims he suffered an initial loss of $5 million in a permuta which he covered up

and which only grew over time. That is another one of his lies that have victimized many people

including me. Since a swap cannot produce a loss unless a counterparty defaults, any loss on the

books of the Receivership Entities attributed to a swap without a default must be the result of

embezzlement inside the Receivership Entities. I make these statements solely in relation to how

and where a fraud or injury could occur with respect to a swap for jurisdictional purposes.

23. Illarramendi did permutas with PDVSA, the state-owned oil company for which I

understand he worked for as an employee until 2004. As a major international oil exporter,

PDVSA has long had a large inflow of U.S. dollars to be converted to bolivars for its Venezuelan

accounts. My understanding is that PDVSA would agree with Illarramendi to convert U.S.

dollar-denominated securities (for example, Venezuelan government bonds) to bolivars or
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bolivar-denominated securities. The two counterparties would agree on the amount of bolivars

or bolivar-denominated securities to be ultimately delivered to PDVSA.

24. Illarramendi pitched some transactional opportunities as follows. PDVSA would

give U.S. dollar-denominated securities to Highview Point Partners (“HVP”) to be sold to others

internationally. Then HVP would send the U.S. dollars to BM Financial, an offshore company

affiliated with a Venezuelan entity called Bestinvest Casa de Bolsa (“Bestinvest”). According to

the Complaint, HVP sent these U.S. dollars from HPA, Inc. and Naproad Finance S.A., two

Panamanian companies, as well as Cayman Islands entity Special Opportunity Fund (“SOF”).

BM Financial would transfer those instruments from offshore to the broker-dealer Bestinvest in

Venezuela. Bestinvest would then exchange the U.S. dollars to bolivars or bolivar-denominated

securities, which is a swap. Then Bestinvest delivered to PDVSA either bolivars or bolivar-

denominated securities on behalf of, and for the account of, HVP. The Central Bank of

Venezuela acted as the clearing agent for the transfer of the securities. The profits resulting from

these complex multiparty transactions were divided among the various counterparties according

to the relevant contracts.

25. The risk involved in permutas was counterparty default risk. Typically, all the

payments among counterparties would be settled within about 48 hours, such that any

counterparty default would become quickly evident. I do not recall any instance of a permuta

transaction in which I had any involvement, and in which Illarramendi or a Receivership Entity

was also involved, that resulted in a default to the detriment of a Receivership Entity.

26. My role in currency swaps involving PDVSA and HVP was, as one of seven

directors of Bestinvest, to oversee Bestinvest employees in delivering bolivars or bolivar-
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denominated securities to PDVSA in Venezuela. The sale of the U.S. dollar-denominated

securities was handled between Illarramendi and PDVSA.

27. Bestinvest is a Venezuelan broker-dealer and none of the defendants are

subsidiaries of, or affiliated with, Bestinvest. The Complaint alleges that all of the transactions

described in it were not real transactions. To defend myself against such allegations, I would call

upon the testimony at trial of the people involved in the currency swaps in which PDVSA

participated, seeking to show that these were real transactions. Massiel Elias worked at

Bestinvest on treasury functions related to permutas involving PDVSA at the relevant times, and

is a citizen and resident of Venezuela. Gibana Gabriela Parada was Bestinvest’s compliance

officer who overlooked permuta transactions, and is also a citizen and resident of Venezuela.

They have personal knowledge that these were real transactions in which PDVSA would not

have received the value for which it swapped unless HVP had received the value at the other side

of the swap.

28. Massiel Elias and Gibana Gabriela Parada’s contacts at PDVSA in Venezuela for

purposes of such transactions were Hector Ferrer and Eva Soto. I believe they are Venezuelan

citizens and residents with personal knowledge of the facts stated above. I believe the testimony

of these and other current and former employees of PDVSA would be important to the defense

because of their knowledge of the relevant transactions.

29. I believe current and former employees of the Central Bank of Venezuela would

also be important to the defense, as they would testify with respect to the Central Bank of

Venezuela’s role as the clearing agent for the transfer of securities and could authenticate any

records held by the Central Bank of Venezuela that would demonstrate these transactions were

real.
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30. All current and former employees of Bestinvest, PDSVA, and the Central Bank

would likely testify in their native Spanish. All documents and information within the control of

Bestinvest, PDVSA, and the Central Bank would be in Spanish and would require knowledge of

Venezuelan markets, laws, regulations and practices in order to understand them efficiently and

correctly.

Transaction V (PDVSA Subscription in SOF)

31. Transaction V does not make any sense and appears to be a melange of events

that Carney has lumped together. In any case the only aspect of the Transaction V allegations

that appears to touch Connecticut is the assertion that HVP (which is said in certain contracts I

have seen to have had an office in Connecticut) made a payment to La Signoria (paragraph 108).

Multiple counterparties in Venezuela (PDVSA and me), the Cayman Islands (SOF), the British

Virgin Islands (Rowberrow and Northwestern), and Panama (La Signoria) were allegedly

involved. Although I find these allegations confusing, what is consistent with my own

knowledge is that, like all my dealings with Illarramendi, they were unrelated to Connecticut.

32. The allegation in Transaction V that Illarramendi agreed to pay me, or did pay,

25% for facilitating an investment by PDVSA in SOF, made possible by my relationship with

PDVSA, is incorrect. Illarramendi had his own relationship with PDVSA as a former employee.

Any payment from a Receivership Entity of which I have knowledge would relate to an offshore

permuta or credit-linked note counterparty transaction. In all events I did not know that

Illarramendi was running a fraud in Connecticut.

33. Again, companies in which I had an interest lost more than $106,200,000.00 to

Illarramendi’s fraud because I did not know or have reason to know of his deception.
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Permutas with Local Venezuelan Banks

34. Under the labels Transactions VI and VII, the Complaint alleges transactions that

appear to correspond to permuta transactions with local Venezuelan banks.

35. From about March to about July 2008, the Venezuelan government had a program

to lower the permuta exchange rate in the U.S. dollar-bolivar market by selling first-to-default

credit-linked notes to a wide range of Venezuelan banks in the Venezuelan financial system.

These credit-linked notes were tied to the sovereign debt of Venezuela, Argentina, Brazil, and

Ecuador. If any one of those four governments defaulted on its respective debt, the holder of the

note would not be paid and the note would have zero value. During this program, Venezuelan

broker-dealers were still authorized by the CNV to engage in permutas subject to CNV

regulatory supervision and control.

36. For this program, the Venezuelan Ministry of Finance would sell U.S. dollar-

denominated credit-linked notes to a Venezuelan local bank and was paid in bolivars. The

Venezuelan bank would then sell the U.S. dollar-denominated credit-linked notes internationally.

At that point, Receivership Entities and others could acquire such notes from Venezuelan banks.

The Venezuelan bank’s sale of the note would generate U.S. dollars, which the bank would swap

with Bestinvest or other brokerage houses for bolivars. The bank would then use the bolivars to

cover the payment made to the Ministry of Finance. The profits resulting from these complex,

multiparty transactions were divided among all the various counterparties according to the

relevant contracts.

37. As with the PDVSA permutas, the risk involved in permutas was counterparty

default risk. Typically, all the payments among counterparties would be settled within about 48

hours, such that any counterparty default would become quickly evident. I do not recall any
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instance of a permuta transaction in which I had any involvement, and in which Illarramendi or a

Receivership Entity was also involved, that resulted in a counterparty default.

38. As with the PDVSA permutas and other transactions, they were unrelated to

Connecticut. Again, none of the counterparties were Connecticut companies. My

understanding is that, as part of these transactions, the local Venezuelan bank would agree with

HVP, run by Illarramendi from his office in Connecticut, to exchange dollar-denominated

securities for bolivars or bolivar-denominated securities, and Illarramendi would cause the

specified amount of bolivars or bolivar-denominated securities be paid to the Venezuelan bank.

It appears from the allegations in the Complaint that HVP would transfer the U.S. dollars related

to the sale of the U.S. dollar-denominated securities primarily from Cayman Islands entity

Special Opportunity Fund (“SOF”) to offshore BM Financial. BM Financial would transfer the

money from offshore to the broker-dealer Bestinvest in Venezuela. Bestinvest would then

exchange the U.S. dollars to bolivars or bolivar-denominated securities and deliver them to the

local banks in Venezuela.

39. As with the PDVSA permutas, my role in currency swaps involving local

Venezuelan banks and HVP was, as one of seven directors of Bestinvest, to oversee Bestinvest

employees in delivering bolivars or bolivar-denominated securities to the local banks in

Venezuela. The sale of the dollar-denominated-securities was handled between Illarramendi and

local Venezuelan banks.

40. To defend myself against Carney’s allegations, I would call upon the testimony at

trial of people involved in the currency swaps in which local Venezuelan banks participated,

seeking to show that these were real swaps. For the same reasons as stated in regards to the
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PDVSA permutas, former Bestinvest employees Massiel Elias and Gibana Gabriela Parada in

Venezuela would have knowledge of these swaps.

41. The people with knowledge at the local Venezuelan banks which received

bolivars or bolivar-denominated securities include Oswaldo Nieto and his colleagues at Banco

Confederado as well as Leopoldo Castillo and his colleagues at Banvalor. Both Banco

Confederado and Banvalor were intervened by the Venezuelan government in 2010 and are no

longer in business. My understanding is that Oswaldo Nieto, Leopoldo Castillo, and other

persons with knowledge formerly associated with these local Venezuelan banks are Venezuelans

resident in Venezuela. Their testimony would be important to my defense.

42. Documents containing information relating to transactions questioned in the

Complaint would be in the possession of the Venezuelan regulators that intervened Banco

Confederado and Banvalor. Being banks with affiliated broker-dealers, the Venezuelan

authorities that intervened Banco Confederado and Banvalor include the Superintendencia de

Bancos (“Superintendencia”), which is a bank regulator, as well as the CNV. As with the

PDVSA permutas, the Venezuelan Central Bank (“Central Bank”), which acted as the clearing

house for Venezuelan securities in such transactions, should also have relevant information

relating to the swaps involving Venezuelan banks. The CNV, Superintendencia, and Central

Bank would have documents and information evidencing the reality of values swapped and

operations relating to the permutas with Venezuelan banks alleged in the Complaint. As with the

PDVSA permutas, all potential witness would testify in their native Spanish and all such

documents would be in Spanish and would require knowledge of Venezuelan markets, laws,

regulations, and practices in order to understand them efficiently and correctly.
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Credit-Linked Notes

43. Under the labels Transactions IX, X, XIII, XIV, XVI, XVII, XVIII, XIX, and XX,

the Complaint alleges transactions that appear to relate to credit-linked notes (“CLNs”) tied to

Venezuelan sovereign paper and sovereign risk. If the government of Venezuela defaulted on its

debt, the holder of the note would not be paid and the note would have zero value. The

Venezuelan government has not defaulted on its sovereign debt, but its sovereign risk is volatile

and prices for Venezuelan bonds can fluctuate widely. This implies high returns on Venezuelan

bonds and CLNs linked to Venezuelan bonds. These high returns are normal when you invest in

or purchase a Venezuelan bond or CLN linked to Venezuelan bonds.

44. At about the end of 2008, Illarramendi approached me and Luis Otero to propose

an opportunity to enter into CLNs tied to Venezuelan bonds through Credit Suisse. Illarramendi

led me to believe that he had worked for Credit Suisse for 12 years and had left Credit Suisse to

work at PDVSA for some time. Illarramendi told me that he had an excellent relationship with

Credit Suisse, including an International Swap Dealers Association (“ISDA”) agreement

between him and Credit Suisse, giving him leverage of up to five (5) times. Five-times leverage

means that Illarramendi could buy, for instance, $20 million of CLNs from Credit Suisse for $5

million, the difference being credit from Credit Suisse to Illarramendi.

45. As always with CLNs, Illarramendi’s pitch was that there was a great opportunity

because Credit Suisse wanted to get Venezuelan sovereign risk off its books through CLNs. The

CLNs that Venezuelan and other offshore counterparties entered into with the companies run by

Illarramendi had “mirror notes” backed by Credit Suisse, including Credit Suisse letters of

commitment, which led counterparties to believe that the risk in the transaction consisted of a
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default by Venezuela or by Credit Suisse. I would never have become involved in a CLN if

Illarramendi’s companies were not backed by an institution like Credit Suisse.

46. A “mirror note” involves a purchase of a CLN from Credit Suisse by a company

run by Illarramendi, and a sale by that company to another counterparty of a note with the same

exact conditions as the note issued by Credit Suisse. I recall seeing a Credit Suisse commitment

letter, addressed from Credit Suisse to Illarramendi, stated that Illarramendi’s counterparties

would give Illarramendi money solely to purchase notes issued by Credit Suisse. I would never

have entered into any such transaction with Illarramendi, unless the note and/or the commitment

letter from Credit Suisse explicitly confirmed that the money Illarramendi entities would receive

would be used solely to purchase CLNs with Venezuelan sovereign risk from Credit Suisse.

This because, due to private counterparty default risk, I would not have been involved in CLNs

unless backed by a major financial institution like Credit Suisse.

47. These complex international transactions involving multiple counterparties,

including mirror transactions, were conducted on Illarramendi’s side by HVP through various

offshore entities mentioned in the Complaint, such as Cayman Islands entity SOF, Cayman

Islands entity Michael Kenwood Venezuela, and HVP Master Fund. I was under the impression

that HVP Master Fund was an offshore entity. On the other side, all the counterparties were

offshore.

48. The Complaint never mentions Credit Suisse and focuses on calling into question

the other side of these transactions. It is my understanding that this other side involved transfers

offshore and that the only piece of these transactions touching Connecticut is that, after

Illarramendi decided to move his office from New York to Connecticut, he apparently made

decisions in Stamford for various entities located in multiple jurisdictions.
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49. The Complaint alleges that various other Venezuelan individuals, and entities

whose principals are Venezuelan, entered into similar note transactions involving Illarramendi.

Residents of Venezuela with personal knowledge of transactions that appear to be described in

the Complaint include Luis Otero, Armando Capriles and others. Luis Otero has personal

knowledge that credit-linked notes in which I was involved, and in which Illarramendi was

involved, are real transactions for real value to all sides. Luis Otero is a citizen and resident of

Venezuela. Armando Capriles would have knowledge of similar note transactions that Sunny

Services is alleged in paragraph 156 to have entered into involving Illarramendi. The Complaint

also alleges in paragraphs 129 and 141 that Unidad Corporativa de Mercados, Cartera de

Inversiones Venezolanas, and Seadone were involved in transactions that Carney attacks. My

understanding is that the business records of Unidad Corporativa de Mercado, Cartera de

Inversiones Venezolanas, and Seadone are located in Venezuela and maintained in Spanish, and

that other current and former employees of those companies with knowledge of the transactions

are also in Venezuela and would testify in their native Spanish.

50. I personally entered into one credit-linked note on November 5, 2008 for $15

million. A true and correct copy of this note is attached to this Declaration as Exhibit A. This

note is exemplary in form and style of CLNs proffered to me by HVP. On the first page of

Exhibit A, it specifically provides that there was value received for the note because it was never

my intent to defraud anyone anywhere. This value received is set forth as truly, correctly, and

reliably stated on the third page of Exhibit A under INITIAL DISBURSEMENT PAYMENTS:

Under certain separate agreements, Highview Point Master Fund has agreed to
accept from lender [Moris Beracha], as initial disbursement under the Note, a
nominal amount of Republic of Venezuela Bonds due 2027 equal to Twenty One
Million Five Hundred and Fifty Thousand United States Dollars
(US$21,550,000.00) based on agreement between borrower [Highview Point
Partners, LLC] and lender [Moris Beracha], such 2027 Bonds are being accepted
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at a value equal to 68.25% plus any accumulated interest. This amount has been
incorporated into the face value noted above.

The delivery under instructions of the 2027 bonds contemplated in this note in fact occurred as

agreed in the note.

51. As with subsequent CLNs proffered by HVP, Exhibit A correctly recognizes and

confirms on its first page that proceeds received from this note by the borrower, HVP, will be

used exclusively to invest in the Credit Suisse CLN with Venezuela risk. As ever when dealing

with Illarramendi on a CLN, I honestly and in good faith relied on the representation and

assurance made to me, as set forth in Exhibit A, that there was a mirror note backed by Credit

Suisse. I would not have dealt with Illarramendi on this or any CLN if Illarramendi were not

acting through his relationship with Credit Suisse, for the purpose of reducing Credit Suisse’s

exposure to Venezuela risk through a mirror transaction.

52. I sold Exhibit A back to HVP about a month before it was due. Since it was a

mirror note, this meant that Credit Suisse also agreed to buy back the mirror note it issued on the

other side of my note. The price paid by HVP to me for Exhibit A was agreed by Illarramendi

after, at his request, he checked with Credit Suisse to determine the price at which Credit Suisse

would agree to buy back the mirror note. This being as always an arms-length transaction,

Illarramendi did not tell me Credit Suisse’s price, as a result of which I assume there was, as

usual, a spread for his benefit between Credit Suisse’s price and my price.

53. My recollection is that I never agreed to the jurisdiction of courts in Connecticut

with regard to any of the credit-linked notes in which I had any involvement, and I would not

have done so. Like the permutas, I saw the CLNs as offshore transactions. It was not my intent

or expectation to come within the jurisdiction of Connecticut.
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