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FW: Fraud Update on Bernie Madoff 6/29/2007 4:08:26 PM 
From: Cheung, Meaghan S. 

To: Suh, Simona  

Attachments: W[d~~ord Domesb'e Fund ProForma.pdf, Wicldord Mktg May 2007 (Office 2003).ppt, FK; - Senby Performance.pdf 

FYI 

----- Original Message --  ~L~t 
From: Harry Markopolo   
To: Cheung, Meagha  S  IDrt 
Cc: Manion, Edward F. 
Sent: Fri Jun 29 16:57:32 2007 

Subject: Fraud Update on Bernie Madoff 

Hello Meaghan, 

i. Attached are some very troubling documents that show the Madoff fraud scheme is gettng even more brazen. 

2. Wickford is showing a monthly estimated pro forma set of returns of an investment in Madoff that is leveraged by a 
factor of 3.0 to 3.25 times and earns annual returns ranging between a low of 1 1.75% (2005) to a hihg of 33.42% (1997). 

3. Madoff couldn't possibly be managing the billions in this strategy unlevered, much less levered. I thought you would 
want to see these Wickford documents. 

4. When Madoff finally does blow up, it.s going to be spectacular, and lead to massive selling by hedge fiu~d, fund of funds 
as they face investor redemptions. 

Regards, 

Harry Markopolos, CFA 
   r 

 

 

CC: Ed Manion, CFA 
Boston SEC Office 
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Prospect Capital LLC was founded by Stuart Hamlyn and 
~Bk·ospe~e William Belhumeur for the purpose of assisting 

sf~g~E~- %E@ institutional investors, fund of funds, and family.offices 
with their alternative investment portfolios. 

· Prospect concentrates on locating and researching the 
highest quality established and emerging fund managers 
that are most suitable for our sophis~ticated and 
experienced hedge fund investors. 

· Traditionally, Prospect has sought to identify outstanding 
hedge funds that have available but limited capacity, and 
assisted clients in gaining capacity, often through a 
feeder-fund vehicle with or without additional leverage. 

· Prospect Capital is the General Partner of Wickford Fund 
LP and the Investment Manager of Wickford Offshore 
Fund Ltd. The directors ofM7ickford Offshore are M'illiam 

Belhumeur and Ronan Guilfoyle (DMS Management, 
Cayman Islands). 

~ CAPITAL 

m P RO S P ]E CT 



The SPlit-Strike Conversion Stratenv 
I1E~·~i~B~s~~s-t~~erm~: 

SPpstteg~ 
· The Wickford Funds (through investment in Fairfield Sentry Ltd. and 

Greenwich Sentry LP) utilize a "split strike conversion" strategy which 
entails : 

The purchase of a basket of equities that are highly correlated to the S&P 
too - typically consisting of 35 to 50 stocks in Ifhe ~S&P too Index; 

o The purchase of out-of-the-money S&P too Index Put Options with a 
notional value that approximately equals the market value of the basket 
of equity securities; 
The sale of out-of-the-money S&P too Index Call Op~ions with a notional 
value that approximately equals the market value of the th basket ofequity 
securities . 

· The primary purpose of the long put options is to limit the market risk of the 
stock basket at the strike price of the long puts. The p~m_a~ purpose of the 
short call options is to largely finance the cost of the put hedge and to 
increase the stand-still rate of return. 

· This position in its entirety could be characterized as a bull spread which, 
presuming the stock basket highly correlates to the S&P too Index, is 
mtended to work as follows 

o It sets a floor value below which further declines in the value of the stock 
basket is offset by gains in the put options; 

o It sets a ceiling value bevond which further gains in the. stock basket are 
offset by mcreasmg liability of the short calls: and 

o It defines a range of potential market gain or loss, depending on how 
tightly the options collar is struck. 

O · When the spilt-strike conversion strategy is not active ("out of.a trade"), the 
=I account is to be invested in treasury 

C A P I TA r, 
m PROSPECT 



~%8~~ 
FaiPf~eld I ' FOU"dedi"l983 

Greenwich I ' O"er $lo billioninilssets UnderManagement 
~g·~p~g · Offices in New York, London, Bermuda, Latin ilmerica, Singapore 

· Approximately 80 employees 

· SEC gr:FSA Registered 

· Risk management/oversight office in Bermuda: independent 
price verification and account value for the Sentry Funds. 

· wwwlfggus.com 
----------------------------------------------------------------------------------------- 

Fairfield Sentry launched in Dec. Iggo (16 yr record) 
Fairfield Sen~y Ltd. 

8r · f~ · · Greenwich Sentry launched in Jan. 1993 
Greenwich Sentry LP 

Funds · Over$6 billion invested in the Split-Strike Conversion Strategy 
· 10.88% Annualized Returns (domestic) 

· 2.41% Annualized Standard Deviation (domestic) 

C - ILdl ·P I I 92% Positive Months; Worst Draw-Down -0·64% 

Complete performance records of~he Sen~y Funds may be 
TI provided separately. 
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Fairileld Greenwich Gsoup 

Apri12007 
STRATEGY DESCRIPTiON 

The Fund seeks to obtain capital apprecfatlon of its assets principally through the ublhation of a nontraditlonal options trading strategy described as'spllt sbike 
conversion', to which the Fund allocates the predominant portion of Its assets. The invesbnent stabegy has defined risk and reward parameters. The establishment 
of a ~picd position entails (h the purchase of a group or basket of equity securities that are intended to highly conelaU to the SEP 100 Index, tit) the purchase of 
out-of-the-money SEP 100 Index put options with a notional value that approximately equals the market value of the basket of equity securities and (ilq the sale of 
out-of-the-money SgP 100 Index call options with a notional value that approximalely~ equals the market value of the basket of equity securiti~s. The baskd 
typically consists of between 40 to 50 stocks in the SEP 100 Index. The primary purpose of the long put options is to limit the market risk of the stack basket at the 
strike price of the long puts. The primary purpose d the short call options Is to lamely finance the cost of the put hedge and to increase the stand-still rate of retum. 
The'split strike conversion' sbategy is Implemented by Bemard L. Madoff Inveshnent Securities LLC ("8LM'), a broker-dealer registered with the Securities and 
Exchange Commission, through accounts maintained by the Fund at that Rrm. The services of BLM and its personnel are essential to the continued operation of 
the Fund, and its profitability, if any. The Invesbnent Manager. in its sole and exclusive discretion, may allocate a portion of the Funds assets (neverto exceed, in 
the aggregate, 5% of the Funds Nd Asset Value, measured at the time of Invesbnent) to altematfve investment opportunities other than its 'split sbike conversion' 
invesments. 

HIGHLIGHTS 

I Sixteenyeartrack record 

I Only 14 down months since inception 
Provides long term capital appreciation by delivering short-term gains 

I Excel~entriskadjusted return 

~ Markettiming strategy 

~ HigMyhedged portfolio 

FUND PERFORWIANCE 

Jan Feb Mar Apr May Jun Jul Aug Sep Od Nov Dec YTD 
2007 0.29% 0.11% 1.64% 0.98X 2.81X 
2006 0.70% 0.20X 1.3146 0.94% 0.70% 0.51% 1.06% O.TI% 0.680m 0.42% 0.86% 0.86X 9.389C 
2005 0.51% 0.37X 0.85% 0.14X 0.63X 0.460/0 0.13X 0.16Pm 0.89% 1.61% 0.75K 0.54X 7169C 
2004 0.88% 044% -0.01% 0.37X 0.59X 1.21% 0.02% 1.26X 0.4646 0.03X 0.79% 0.24% 6.44'X 

2003 -0.35% -0.05% 1.85X 0.03% 0.90% 0.9346 1.379b 0;16% 0.86% 1.26% -0.14% 0.25K 7pX 
2902 -0.0456 0.53% 0.39X 1.09% 2.05% 0.1946 3.29% -0.14X 0.06% 0.66% 0.10X 0.004b 8.439C 
2001 2.1446 O.OBX 1.0746 1.26% 0.26% 0.17X 0.38X 0.94X 0.660/0 1.22% 1.14% 0.12K 9.824C 
2000 2.14% 0.13% 1.77% 0.2756 1.3DX 0.73% 0.58% 1.26X 0.184b 0.8696 0.62X 0.3656 10.67SL 
1999 1.99% 0.11% 2.22% 0.29% 1.4556 1.70X 0.36X 0.871 0.664b 1.05X 1.54% 0.32% 13~29$6 
1998 0.85% 1.23% 168% 0.36X 1.69X 1.2296 0.76% 0.21% 0.98X 1.86% 0.784b 0.26% 12524: 

~1997 2.38% 0.67X 0.80% 1.10% 0.57X 1.2846 0.68% 0.28X 2.32% 0.494b 1.49K 0.36% 13,10X 
1.4256 0.66X 1~16% 0.57X 1.340~ 0.154b 1.86X 0.20% 1.16X 1.03X 1.51X 0.41% 12.OBY· 

1995 0.85X 0.69% 0.78% 2.62% 1.65X 0.43% 1.020/0 0.24% 1.63% 1.53% 0.44% 1.03X 12.04X 
1994 2.11% ~).44X 1.450~ 1.75% 0.44% 0.23X 1.71"/0 0.35% 0.75% 1.81% -0.64X 0.60% 10.51·/· 

~993 -0.09Dm 1.86% 1.79X -0.01% 1.65X 0.79% 0.02% 1.71% 0.28% 1.714/0 0.19% 0.39% 10.75X 

1992 .420~~72% 0.94% 2.79% -0.27% 1.22% 6.09X 0.86% 0.33X 1.33X 1.364b 1.36X ?3~.72X 

1991 3.01% 1.40% 0.52% 1.32% 1.825b 0.30% 1.98% 1.001 .73% 2.75% 0.01X 1.56% 17.6436 
1990 2.77% 2.77# 

ANALYTICS MONTHLY RETVRN DISTRIBUTION 

Fund S8P 100 Lehman Aaa. 60 
Compound Annual Returns 10.98% 11.33X 7.12% 

50 
no Compound Returns 2.81X 3.74% 2.05% 
Annual Standard Deviation 2.51% 14.20X 3.74% ~ 40 

Conelation NIA 0.32 0.07 ~ 30 
Sharps Ratio 2.78 0.52 0.84 
Wont Drawdown -0.64% 49.37% -5.15% 

Months To Recover 2 NIA 8 lo 
-- ---~~-~'--~~--- -~-----~-~ --~- 

Percentage Up Months 92.39% 63.45% O-C--H---H 
NAY $1,237.11 ~~a~y~a 

~~ " 
Fund Assets $ 6.6 Billion 

RETURN I%) 
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TERYS ANb CONDITIONS 
Investment Manager: Fa[rfield Greenwich (8emnuda) Ltd. Published: Irish Stock Excha~ganntemaUonal Herald Tribune 
Fees: Ma?agement: 1 36 PerfomMnce: 20 36 ISIN: VGG3299L1004 
Minimum Investment: 5 100,000 Adm[nlstator: CHco Fund Services (Europe) B.V. 
Subscrlptiop,: Monthly -Cut~d~ Citco Global NV 
Redemptions: Monthly, with 15 calendar days notice 

FAIRFIELD GREENWICH GROUP 
Founded in 1983, Fa[rfield Greenwich Group's ('FGG"), mission is to offer its clients superior altemathre asset management funds and lated products. 
Throughout its history, FGG has Intemally managed its own hedge funds and selectively identified exlemd managers for strategic affiliatlons. For risk monilon'ng 
purposes, FGG obtains portfolio transparency from an managers which are indudedin its multi-strategy funds. We seek to align our interests more fully with those 
of our clients by investing a significant portion of our own shareholders' capital with our managers. FGG has approxhnately USD 513.5 billion in client and Rrm · 
assets under management It is an employee owned Srm with over 100 employees, 16 of whom are shareholders, and has offices in New York, London, and 
Bermuda, and ~p~esentative offices in the U.S., Europe, and Latin America. FGGrelated funds have over 900 registered shareholders, including private banks, 
financial advisors, family offices, pension funds, government authorities, and insEtutiond investors. FGG en6l~s are registered with the U.S. SEC as an investment 
advisor and broker dealer, and with the U.K Financial Services Authority as an Imresbnent Manager. 

IAIPDRTAN'T NOTICE ` 
Fund performance is net of a 1% annual management lee and a 20% performance fee. Past performance is not a guarantee of future results. Effective October 1, 
2004, Faimeld Sentry Limited began charging investors a 1% management fee plus a 20X perfonance fee. Retums prior to October 2004 have been restated to 
reflect the current fee structure. All performance results porbayed reflect the reinvesbnent of dMdends, gains and other earnings. The index inlornation is 
included merely to show the general bend in applicable markets in the periods indicated and is not intended to imply that the Fund was similar to the index either in 

composition or element of n'sk. It is not possible to invest directly in an index. The SgP 100 Index is a capitalizstiorrweighted index based on 100 highly capitalized 
stocks for which options are listed and dividends are reinvested. The Lehman Brothers Aggregate Bond Index is a benchmark index made up of the Lehman 
Brothers GovemmenUGorporate Bond Index, Mortgage-Backed Securities Index, and AssetBacked Securities Index, including securities that are of investment- 
grade quality or better, have at least one year to maturity, and have an outstanding par value of at least 16100 million. This document does not constitute an 
offering of any security, product, service or fund, including interests in the Fund, for which an offer can only be made to qualified investors by the Funds 
confidential Private Placement Memorandum (the 'PPM'). It is for infwmational purposes only and may not be relied upon by you in evaluating the merits of 
investing in the Fund. It $ qualified in its entirety by the PPM and m,offering of interests in the Fund may be made by any literature, advertising, or document in 
whatever fon other than the PPM, which may qualify, and differ hem, the informab`on and opinions contained herein. The PPM contains important information 

regarding the Fund's inves~nent objectives, risks, fees, and oVler matter; of interestand should be carefully read prior to.any investment in the Fund. There are no 
assurances that the stated invesbnent objectives ol the Fund will be met The purchase of interests of the Fund is suitable only for sophisScated investors forwhom 
an invesbnent in the Fund does not constitute a complete invesbnent program and who fully understand and are willing to assume the risks involved in the Fund's 
inves~nent program. The interests described herein will not be registered under the laws of any jurisdiction including the United States SecuriSes Ad of 1933 or the 
United Stales Inves~nent Company Act of 1940, the laws of any state of the United States or the laws of any for~ign jurisdiction and may not be offered or sold 
without compliance to applicable secun'ties laws. Hedge funds (or funds of hedge funds): Often engage in leveraging and other speculative invesbnent practices 
that may increase the risk of investment loss; Can be highly illiquid, Are not reguired to provide periodic pricing or valuation infom7afion to investors, May involve 
complex tax structures and delays in distribu6ng important tax inlomlation; Are not subject to the same regulatory requirements as registered invesb~ent 
companies; and Often charge high fees. An investor could lose all or substanbsl~y all of hb or her invesbnent FurVber, any number of conflicts of interest may exist 

in the context of the management and/or operation of any hedge fund. Securities are distributed by Fa[rfield Greenwich Limited, the Fund's placement agent and 

its subsidiaries: In the United States, securities are offered through Fairfield Heaihcliff Capital LLC, a broker-dealer and member NASD and SIPC. Investment 
advisory services are offered by Fairfield Greenwich Adv~ors LLC and Fairfield Greenwich (8ermuda) Ltd. In the EU, securities and invesb-nent advisory services 

are offered through Faimeld Greenwich (UK) Limited, which is authorized and regulated by the Financial Services Authority (FSA): In Singapore, securities and 
investment advisory services are offered Vlmugh Lion Fairfield Capital Management Lti~., which holds a capital markets services license issued by the Monetary 
Authority of Singapore under the provisions of the Securities and Futures Act (Cap 289). The Fund is not recognised as a collective invesbnent scheme fwthe 
purposes of the Financial Services and Markets Act 2000 of the United Kingdom (the'Ab). This infonabn is directed only at persons to whom such invesbnent 

funds may lawfully be promoted by a person authorised under the Ad tan "aulhorised person") by virtue of Sec~n 238(5) of the Ad and Annex 5 to Chapter 3 of 
the FSA Conduct of Business Sourcebook. Shares in the Fund are only available to such persons. This infomnalionmust not be relied or acted upon by any other 
persons. Investors in the Fund will not benefit from the rules and regulations made under the Act for the protection of investors, nor from the Financial Services 

Compensation Scheme. Shares in the Fund are not dealt in or on a recognised or designated investment exchange for the purposes of the Act, nor is there a 

market maker in such shares, and it may therefore be difficult for an investor to dispose of his shares otherwise than by way of redemption. The 
summalylpn'ceslquoleslstatislics in this document have been obtained from sources deemed to be reliable, but we do not guarantee their accuracy or 

completeness. This document is confidential and may not be reproduced or distributed without the plier written consent of Fai~eld Greenwich Group. Fairfield 
Greenwich Group is the markeling name for the securities and investment advisory businesses of Fairfield Greenwich Limited and its subsidian~es worldwide. 

Additional information is available upon request. 

-;--;-;;:::;-:;;;;·:;lii··i;;;;;l;;·~;·:-::;: 

ADP!il~PI4;~C~]~I~IS·~;:i_ljl: ;: 

114.~1-·-i~_i_ 

:;i-ti Ghu~SGe~i;: 
: ':i: 

,:,;a·i~@tss~~i: 

MADOFF EXHIBITS-05197 


