
IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 

LAURA PENDERGEST-HOLT, 5 
R. ALLEN STANFORD, GILBERT0 8 
LOPEZ, JR. and MARK KUHRT, 5 

Plaintiffis, 8 
§ 

VS. CIVIL ACTION NO. 4:09-cv-037 12 
§ 

CERTAIN UNDERWRITERS AT 5 
LLOYD'S OF LONDON and ARCH 8 
SPECIALTY INSURANCE COMPANY, 8 

Defendants. 

RESPONSE TO LETTER SUBMITTED BY ALLEN STANFORD 

On May 2 1,20 10, Plaintiff R. Allen Stanford submitted a letter requesting 

emergency relief from this Court. (Docket No. 106). The Court has ordered Certain 

Underwriters at Lloyd's of London and Arch Specialty Insurance Company (collectively 

"Underwriters") to respond to Stanford's allegations during tomorrow's hearing. (Docket 

No. 108). Underwriters file this response, and would show: 

Preliminary Statement 

Although Allen Stanford protests having to litigate coverage issues in this case- 

and particularly the issue of whether he engaged in acts of Money Laundering, as defined 

in the D&O Policy-the Fifth Circuit has held that the terms of the D&O Policy entitle 

Underwriters to a hearing on just this point. Specifically, Underwriters are entitled to an 

expeditious coverage determination "for their bargain sought to mitigate the risk of 

advancing substantial fees on behalf of policyholders should it be found that the insureds 
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did in fact commit Money Laundering as defined by the policy. By the bargain, 

[Underwriters] are not compelled to remain aboard an aircraft that has lost its wings." 

Stanford's letter is premised on an egregious misrepresentation. He alleges that 

Underwriters have "thwarted his every attempt" to obtain counsel of his choosing and 

have controlled his defense by denying payment to his attorneys of choice. Nothing 

could be further from the truth. In reality, Stanford has cycled through more than 10 

different law firms (all of his own choosing and all at Underwriters' expense) in the 

course of the SEC and Criminal Actions. Underwriters have paid these attorneys more 

than $6 million dollars for the services they have rendered on behalf of Stanford-which 

is more than Underwriters have paid on behalf of all of the other Plaintiffs in this case 

combined. This includes $4 million dollars that Underwriters have paid to attorneys who 

are no longer representing Stanford in the Criminal Action, because Stanford has fired 

them without any rational explanation. 

Underwriters certainly have a right to withhold their consent to an insured's 

unreasonable choice of counsel, but they have invoked their right to withhold consent 

only with respect to Stanford's current criminal defense team (or teams) and only due to 

extraordinary and alarming circumstances. Stanford's latest set of criminal attorneys are 

at odds with each other, and Stanford is attempting to replace (yet again) his lead counsel 

with an attorney who has not yet appeared on his behalf. As a result, his current lead 

counsel, Mike Essmyer, has moved to withdraw from the criminal case only a month 

after entering an unconditional appearance, and after incurring considerable defense costs 

on Stanford's behalf. 
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Even more disturbing, Stanford's attorney Essmyer alleges in his motion to 

withdraw that co-counsel, Bob Bennett, is "often times" acting against Stanford's best 

interests. Notwithstanding these allegations, Stanford asks this Court to order 

Underwriters to consent to his representation by Bob Bennett and the latest team of 

criminal attorneys in the Criminal Action, and to pay their fees.' Underwriters, however, 

have no obligation and in fact cannot in good faith approve counsel that has been fired by 

an insured, or counsel that is alleged to have acted against an insured's best interest. 

Stanford also asks this Court to order Underwriters to pay for "coverage counsel 

of his choosing." However, as this Court has correctly recognized, the D&O Policy does 

not afford Stanford any such right to "coverage counsel." Stanford's co-defendants in the 

Criminal Action (and co-plaintiffs here) recognized as much and made separate 

arrangements with their defense counsel to engage coverage counsel, Lee Shidlofsky. 

Stanford, for whatever reason, has chosen to terminate Mr. Shidlofsky, who subsequently 

withdrew from representing him. 

The chaos surrounding Stanford's representation in the Criminal Action (and to a 

lesser extent the SEC Action) highlights the urgent need, recognized by the Fifth Circuit, 

for this Court to expeditiously resolve this coverage dispute. Until the Court makes the 

determination mandated by the Fifth Circuit, the turmoil surrounding Stanford's counsel 

is likely to continue, threatening serious harm to Underwriters' rights (as well as those of 

I Stanford's latest criminal defense attorneys, the Bennett Nguyen Joint Venture and the Essmyer, Tritico & 
Rainey firm have requested Underwriters pay nearly $800,000 in defense costs. See App. A, Declaration of Mary 
McLean Pena 7 6 (hereinafter "Pena Decl."). 
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all other claimants to the Policies) and to the efficient resolution of the criminal charges 

against Stanford and the other criminal defendants. 

Underwriters therefore respectfully asks the Court to deny Stanford's request for 

emergency relief. 

ARGUMENT AND AUTHORITIES 

The D&O Policy provides that "[ilt shall be the duty of the Directors and Officers 

or the Company and not the duty of underwriters2 to defend Claims, provided that no 

Costs, Charges or Expenses shall be incurred with out the Underwriters 'prior written 

consent, such consent not to be unreasonably ~ i t h h e l d . " ~  Underwriters' consent does 

not, however, give the insured a blank check to deplete the D&O Policy proceeds. To the 

contrary, the Policy expressly provides that Underwriters must pay only "reasonable and 

necessary legal fees."' 

2 Stanford's claim that Underwriters have "controlled his defense" and "effectively become [his] criminal 
defense attorneys in fact" goes against the terms of the D&O Policy and Underwriters' history of paying millions of 
dollars to attorneys of Stanford's choosing. Stanford is correct that Underwriters have never "interviewed [him]", 
"examined the charges against [him] to determine the best way to defend him," "analyzed the weaknesses in the 
work of [government] experts" or "identified any legal defenses that may apply to the Government's case for [his] 
benefit." Neither have Underwriters appeared at any proceeding on Stanford's behalf, drafted or reviewed motions 
filed for Stanford, or participated in strategy meetings to prepare Stanford's defense. In short, Underwriters have 
never acted as or purported to be Stanford's lawyers and Underwriters' payments of more than $6 million to other 
counsel clearly demonstrates this fact. 

3 D&O Policy, Art. VI, cl. B. 
4 Id. Art. 111, cl. D. 
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I. Underwriters Have Reasonably Withheld Approval of Stanford's Latest 
Team of Criminal Defense Attorneys. 

A. Underwriters Already Have Paid More than Six Million Dollars in 
Attorneys' Fees on Behalf of Allen Stanford to Counsel of His Choosing. 

Stanford misleads this Court by stating that Underwriters have "continuously 

thwarted" his every attempt to obtain counsel of his choosing and have not paid or only 

minimally paid his attorneys. In truth, Underwriters have paid 10 different law firms- 

all of Stanford's choosing-more than $6 million dollars to represent him in the 

Criminal and SEC ~ c t i o n s . ~  As Judge Hittner has noted, Stanford repeatedly has hired, 

fired, and replaced law firms without offering any explanation for his decisions. 

1. Criminal Counsel 

Stanford's revolving door of criminal attorneys began in June 2009 when Stanford 

hired the law firms of DeGuerin & Dickson and Eimer Stahl to represent him. Between I 
June 2009 and mid-September 2009, Underwriters paid these two firms over $1.5 million 

i 
I 

I 
for their efforts representing Stanford in the criminal case.6 DeGuerin withdrew after I 

I 
I 

receiving a copy of a press release stating he had been replaced by the law firm Patton 

~ 0 ~ ~ s . ~  
I 

Patton Boggs then commenced representing Stanford's criminal interests, for 

which services Underwriters paid the firm over $300,000 in fees8 Patton Boggs 

ultimately discontinued its criminal representation of Stanford when Judge Hittner 

Pena Decl. Ex. A. 

Id. 
7 United States v. Stanford., No. 09-342 (S.D. Tex. July 3 I, 2009). 
8 Pena Decl. Ex. A. 
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refused to allow the firm to make a limited appearance in the Criminal Action for 

purposes of securing access to the D&O Policy proceeds. 

Soon thereafter Judge Hittner ruled Stanford indigent and appointed Federal 

Public Defender Michael Sokolow as his counsel. Kent Schaffer, a private attorney, 

joined Sokolow as appointed counsel. When insurance proceeds became available for 

Stanford's defense, Stanford hired Kent Schaffer at a much higher rate, along with the 

law firms Stumpf Farrimond and George McCall Secrest. Underwriters paid this defense 

team more than $2 million to represent Stanford from October 2009 through early April 

20 10, when Stanford fired them in favor of his current criminal defense team headed by 

Bob Bennett and Mike ~ s s m ~ e r . ~  

Underwriters therefore have paid nearly $4 million to 6 firms hired and ultimately 

replaced by Stanford to defend him in the Criminal ~c t ion . "  Now, Stanford wants to 

start all over with new criminal counsel and it is unclear how much of the $4 million 

dollars paid to Stanford's lawyers has been wasted. 

2. Counsel in Civil Case 

Stanford's penchant for accumulating attorneys has not been limited to the 

Criminal Action as he also has had multiple firms represent his interests in the SEC 

Action. These firms include, at various times, Nickens Keeton, Sydow & McDonald, the 

Brewer Law Group, and Patton Boggs. In stark contrast to Stanford's characterization of 

Id. 
10 Id. As previously noted, the Bennett Nguyen Joint Venture and Essmyer, Tritico & Rainey firm have 

submitted nearly $800,000 in requested payment from Underwriters, although Underwriters have not paid these 
invoices as of the date of this filing. 
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his civil defense cost payments as "nominal," Underwriters already have paid more than 

$2.3 million to these firms for their representation of Stanford in the SEC Action-which 

has no trial date and in which discovery has been stayed for many months." 

Accordingly, any suggestion that Underwriters have thwarted Stanford's attempts 

to retain counsel of his own choosing or have denied payment to those firms is patently 

false. 

B. Underwriters Have Not Consented to Stanford's Current Criminal Defense 
Team Due to the Extraordinary Circumstances Surrounding Those 
Attorneys. 

Underwriters have not consented to Stanford's current criminal defense team due 

to extraordinary circumstances. Those circumstances include, among other things, 

unresolved questions of whether any members of Stanford's current criminal defense 

team even will be permitted to represent Stanford going forward in the Criminal Action, 

and questions concerning whether any of those attorneys are acting in Stanford's best 

interests. 

On April 26,20 10, Underwriters informed this Court of Stanford's abusive 

practice of repeatedly hiring and firing law firms without e~planation. '~ Most recently, 

Stanford fired attorneys Kent Schaffer and Mac Secrest (after Underwriters had paid 

them over $2 million to represent Stanford for only seven months) without giving any 

reason for his decision to replace his counsel. However, a February 4, 2010 email 

I I Pena Decl. Ex. A. 

l 2  Pursuant to Article XI1 of the D&O Policy, "The Directors and Officers and the Company agree to 
provide the Underwriters with such information, assistance and co-operation as Underwriters andlor their counsel 
may reasonably request, and they further agree that they shall not take any action which in any way increases the 
Underwriters' exposure for Loss under this Policy resulting from any Claim." 
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communication between Bob Bennett, Stanford's current criminal attorney, and 

Stanford's daughter may shed light into that decision. Bennett's email can only be 

described as an unabashed pitch of his legal services that openly questions the abilities of 

Kent Schaffer, Stanford's attorney at the time. Specifically, Bennett states 

Right now your father has court appointed attorney Kent Schaffer and help 
from the Federal Public Defender's Office. None of these people are in the 
position to understand and advocate for your father. A managing attorney is 
a role I have fulfilled several times [and] would allow an attorney to put 
together the best trial team and make sure the trial team is doing the best 
possible for your father.13 

Apparently in response to Bennett's representations, Stanford fired Schaffer and 

Secrest and proposed he be represented by a new criminal defense team lead by Bennett 

and Mike Essmyer. Only after they filed a motion to substitute in as counsel for Stanford 

did Bennett and Essmyer separately submit proposed criminal defense teams to 

Underwriters that consisted of a total of at least 17 attorneys, 7 law clerks, 11 paralegals, 

and numerous private investigators and experts-including a separate team of consultants 

lead by Alan Dershowitz and Martin weinberg." This criminal defense team is in 

addition to the 50 attorneys who have worked on Stanford's defense in the SEC ~ c t i o n . ' ~  

Underwriters immediately sent Stanford and his attorneys a letter questioning the 

reasonableness of Stanford's proposed criminal defense team. Underwriters informed 

Stanford and his attorneys that they could not consent to this team until the firms 

explained the reasonableness of their staffing and ensured that their work would not be 

13 See App. B. 
14 See Apps. C, D. 
l5 Pena Decl. 7 2. 
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duplicative of the 10 different law firms that had previously represented Stanford in the 

Criminal Action. l 6  

Before Stanford, Bennett, or Essinyer ever responded to this letter, Stanford 

purported to fire Essmyer's firm-which had represented Stanford a mere 5 weeks-and 

sought to retain yet another set of attorneys to represent him in the Criminal Action. 

Essmyer moved to withdraw from the Criminal Action, claiming that "irreconcilable 

differences" had arisen between himself and co-counsel   en nett.'^ According to 

Essmyer, "the nature of the irreconcilable differences is also the fact Mr. Bennett acts 

independently without lead counsel's knowledge or consent and oflen in a manner that, 

in lead counsel% opinion, is detrimental to the best interests of the ~lient ."'~ Essmyer 

also filed under seal with Judge Hittner a Motion for Counsel Determination Hearing and 

a Supplement to Motion for Counsel Determination Hearing and Alternatively Motion to 

Withdraw. Judge Hittner has not yet ruled on any of these motions, and therefore, it 

remains unclear who among Stanford's current criminal defense team will even be 

permitted (or required) to represent Stanford in the Criminal Action. 

As if these circumstances were not enough to caution Underwriters against 

approving Essmyer's or Bennett's representation, Underwriters received notice that a 

judgment creditor was seeking a turnover order in Harris County Court that would 

l 6  App. E. 
17 Motion to Withdraw as Attorney, United States v. Stanford, No. 09-342 (S.D. Tex. May 14,20 10). 

'* Id. (emphasis added). 
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require Underwriters to turn over nearly $300,000 from any proceeds that may be payable 

to Bennett for his representation of Allen stanford.I9 

Given the uncertainty surrounding Stanford's criminal defense team and the 

allegations concerning Bennett before Judge Hittner, Underwriters have more than a 

reasonable basis for having withheld their consent of Stanford's current criminal defense 

team. Underwriters are not required to approve an insured's choice of counsel when that 

counsel is alleged to have acted against an insured's best interest. In fact, Underwriters 

have an obligation to every other claimant and potential claimant to the Policies not to 

waste policy proceeds by paying for work that is unreasonable, unnecessary, or not in an 

insured's best intere~t.~' 

C. Underwriters Only Are Required to Pay Reasonable and Necessary Defense 
Costs. 

Even if Underwriters approve Bennett's representation (or any other attorney who 

chooses or is ordered to represent Stanford), the terms of the D&O Policy require that 

Underwriters pay only reasonable and necessary defense  cost^.^' At a minimum, this 

means that an attorney must act with the best interests of their client in mind. In light of 

the allegations that Bennett's services have been detrimental to Stanford's interests, 

Underwriters cannot at this time determine that any of his services were reasonable and 

necessary to Stanford's defense. 

19 Docket No. 109. 
20 Moreover, this issue is not ripe for the Court's consideration as Underwriters have no obligation to pay 

any defense costs on behalf of Allen Stanford until May 30,2010. See Docket No. 97. 
21 D&O Policy, Art. 111, cl. D. 
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While Stanford may prefer that Underwriters pay any attorney he hires any 

amount they request, the terms of the D&O Policy do not impose any such obligation on 

Underwriters. Rather, the policy affords Underwriters the right to determine what costs 

are reasonable and necessary and to pay only those expenses. Contrary to Stanford's 

suggestion that they are using this right as a "shield," Underwriters already have paid 

more than $6 million in fees to Stanford's attorneys that they have deemed to be 

reasonable and necessary. Moreover, when Underwriters have denied fees as 

unreasonable they have permitted those attorneys to provide them with additional 

information explaining the reasonableness of the denied charges and, where appropriate, 

Underwriters have made additional payments.22 

11. Underwriters Have No Obligation to Fund Stanford's Coverage Attorneys. 

Stanford also asks this Court to order Underwriters to pay for "coverage attorneys 

of [his] choice," despite the fact the D&O Policy provides no such benefit. Indeed, this 

Court has recognized as much noting that "I don't see anything in the policy that says 

[Plaintiffs] have the right to get litigation costs for this coverage action."23 Rather than 

making arrangements for payment of coverage counsel through his defense team (as 

Plaintiffs Holt, Kuhrt, and Lopez have done), Stanford would in effect have this Court 

order Underwriters to pay his lawyers to sue Underwriters-extraordinary relief not 

supported by the policy or by law. 

22 Pena Decl. 5. 

23 Tr. of April 20 Hearing before the Hon. Nancy Atlas, 15: 1 1 - 12. 
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While Underwriters are not obligated to pay Stanford's coverage attorneys, 

Stanford is free to represent himself in this proceeding. Stanford's absurd claim that 

Judge Godbey has enjoined him from representing his own interests in this case is 

blatantly misleading. While Judge Godbey did issue an order on September 28,2009 

prohibiting Stanford and those acting in concert with him from pursuing actions on the 

Policies outside of his Court-he also granted a limited exception to that order on 

December 16, 2009 that allowed Plaintiffs to proceed with this action in this forum.24 

Certainly, Stanford should know this because he authorized Mr. Shidlofsky to file 

numerous pleadings on his behalf in this litigation even after the September 28 Order 

Stanford quotes in his letter. 

Conclusion 

Underwriters ask this Court to deny Stanford's request for emergency relief. 

24 App. F, G. 

6469 109 
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Respectfully submitted, 

AKIN GUMP STRAUSS HAUER & FELD 
LLP 

By: Is/ Barry A. Chasnoff 
Barry A. Chasnoff (SBN 04 153 500) 
bchasnoff@akingump.com 
Daniel McNeel Lane, Jr. (SBN 
0078444 1) 
nlane@akingump.com 
300 Convent Street, Suite 1600 
San Antonio, Texas 78205 
Phone: (2 10) 28 1-7000 
Fax: (2 10) 224-203 5 

Attorneys for Certain Underwriters at 
Lloyd's of London and Arch Specialty 
Insurance Company 
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CERTIFICATE OF SERVICE 

The undersigned hereby certifies that all parties listed on this certificate of service 
will receive a copy of the foregoing document filed electronically with the United States 
District Court for the Southern District of Texas, Houston Division, on this 24th day of 
May 2010, with notice of case activity to be generated and ECF notice to be sent 
electronically by the Clerk of Court. 

Lee H. Shidlofsky 
Visser Shidlofsky LLP 

Greystone Plaza 
7200 North Mopac Expressway Suite 430 

Austin, Texas 7873 1 

The undersigned further certifies that a copy of the foregoing document will be 
sent to Plaintiff Stanford by first class United States mail at the address below, with a 
courtesy copy provided to his current criminal defense counsel Robert Bennett. 

Robert Allen Stanford 
Inmate #3 50 17- 1 83 

Federal Detention Center at Houston 
1200 Texas Street 

Houston, Texas 77002 

Robert S. Bennett 
Bennett Nguyen Joint Venture 

5 15 Louisiana St. Suite 200 
Houston, Texas 77009 

Is/ Daniel McNeel Lane Jr. 
DANIEL McNEEL LANE, JR. 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 

LAURA PENDERGEST-HOLT, 6 
R. ALLEN STANFORD, GILBERT0 8 
LOPEZ, JR. and MARK KUHRT, 5 

Plaintzfs, 8 
§ 

VS. CIVIL ACTION NO. 4:09-cv-037 12 
§ 

CERTAIN UNDERWRITERS AT 8 
LLOYD'S OF LONDON and ARCH 8 
SPECIALTY INSURANCE COMPANY, 8 

Defendants. 

APPENDIX TO 
RESPONSE TO LETTER SUBMITTED BY ALLEN STANFORD 

Declaration of Mary McLean Pefia ............................................................ APP-A 

E-mail dated February 4,20 10 from Bob Bennett to Randi Stanford ....... App-B 

Letter dated April 22,2010 from Bob Bennett and Nhan Nguyen 
To Daniel McNeel Lane ............................................................................. APP-C 

Letter dated April 14, 20 10 from Michael Essmyer, Essmyer, Tritico & 
Rainey, L.L.P. to Lee Shidlofsky, Visser Shidlofsky, LLP ........................ APP-D 

Letter dated April 23,201 0 from Barry Chasnoff and Nee1 Lane to 
Nhan Nguyen, Bennett, Nguyen & Associates and Michael Essmyer, 
Essmyer, Tritico & Rainey, LLP ................................................................ APP-E 

Order dated September 28,2009 entered in Civil Action 
No. 3:09-CV-298-N, Securities and Exchange Commission v. Stanford 
International Bank, LTD., et al, In The United States District Court, 
Northern District Of Texas, Dallas Division .............................................. APP-F 

Order dated December 16, 2009 entered in Civil Action 
No. 3 :09-CV-298-N, Securities and Exchange Commission v. Stanford 
International Bank, LTD., et al, In The United States District Court, 
Northern District Of Texas, Dallas Division .............................................. APP-G 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 

LAURA PENDERGEST-HOLT, 
R. ALLEN STANFORD, GILBERT0 
LOPEZ, JR. and MARK KUHRT, 

Plaintzfls, 

VS. 

CERTAIN UNDERWRITERS AT 
LLOYD'S OF LONDON and ARCH 
SPECIALTY INSURANCE COMPANY, 

Defendants. 

6 
§ 
§ 
§ 
§ 
$ CIVIL ACTION NO. 4:09-CV-037 12 
§ 
§ 
§ 
§ 

DECLARATION OF MARY MCLEAN P E ~ A  

MARY MCLEAN PERA declares as follows: 

1. I am an attorney with the law firm of Akin Gump Strauss Hauer & Feld in 

San Antonio, Texas. This law firm represents Defendants Certain Underwriters at 

Lloyd's of London and Arch Specialty Insurance Company (collectively, "Underwriters") 

in the above-styled matter. I am over age twenty-one and competent to make this 

declaration. 

2. I have reviewed invoices submitted by each of the various firms that have 

represented Plaintiff Allen Stanford in the lawsuits filed against him by the Securities and 

Exchange Commission (the "SEC Action") and the Department of Justice (the "Criminal 

Action"). During the course of the SEC Action, Stanford has had more than 50 time 

keepers working on his behalf from various law firms. During the course of the Criminal 

Action, Stanford has had more than 70 time keepers working on his behalf from various 
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law firms, not including time keepers from his current defense counsel, the Bennett 

Nguyen Joint Venture and the Essmyer, Tritico & Rainey firm. 

3. I have also reviewed the payments made by Underwriters to each of the law 

firms who have represented Allen Stanford in the SEC Action and the Criminal Action. 

4. I have also reviewed the docket sheets in the SEC Action and Criminal 

Action and invoices submitted by Stanford's defense attorneys to determine the length of 

their representation in the SEC and Criminal Actions. 

5. The chart attached as Exhibit "A" to this Declaration accurately reflects the 

amounts paid to each of Stanford's defense attorneys and the length of these firms' 

representation of Stanford. Although Underwriters have denied portions of some 

submitted invoices as unreasonable or unnecessary, Underwriters have sought an 

explanation of any disagreement with Underwriters' evaluation, including submission of 

further analysis or information. When such additional information or analysis is 

provided, Underwriters reconsider previously denied Costs, Charges or Expenses and 

have, when appropriate, made additional payments for previously denied expenses. 

6. Stanford recently hired the Bennett Nguyen Joint Venture and the law firm 

of Essmyer, Tritico & Rainey to represent his interests in the Criminal Action. I have 

reviewed the invoices submitted by these firms. The Bennett Nguyen Joint Venture has 

submitted invoices requesting Underwriters issue payment in the amount of $71 1,983.36 

for the period between March 15,20 10 and May 14,20 10. The Essmyer, Tritico & 

Rainey firm has requested Underwriters pay $85,69 1.11 for the period between April 6,  

2010 and May 13,2010. 
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I declare under penalty of perjury that the foregoing is true and correct. 

Executed on May 24,20 10 
San Antonio, TX 
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Allen Stanford's Counsel in Criminal Case 

Firm 

DeGuerin & Dickson 

Eimer Stahl Klevon & 
Solberg 

Sydow & McDonald 

Patton Boggs 

Michael Sokolow 

Bires & Schaffer 

Stumpf Farrimond 

George McCall Secrest 
Jr. 

Bennett Nguyen Joint 
Venture 

Essmyer, Tritico & 
Rainey 

Length of Representation 

June 24,2009 - September 16,2009 

May 26,2009 - August 3 1,2009 

Moved to appear August 4,2009 for a 
"limited purpose" but Court ordered 
two days later that Sydow may have 
no involvement in the criminal case 

Moved to appear August 4,2009 but 
motion stricken 

September 15,2009 - October 15, 
2009 

September 17,2009 - October 15, 
2009 (appointed counsel) 

October 15,2009 -April 8,2010 

February 12,20 10 - March 19,20 10 

October 19,2009 -April 8,2010 

April 12,20 10 - appearance 

April 12,201 0 - appearance 

Motion to withdraw filed May 14, 
2010 

Amount Paid by 
Underwriters 

$863,571.76 

$670,434.33 

None 

$3 12,262.45 

None - Public Defender 

$1,777,93 1.84 

Paid through Schaffer Firm 

$305,085.54 

First payment due May 30, 
2010. 

Bills submitted in the 
amount of $71 1,983.36. 

First payment due May 30, 
2010. 

Bills submitted in the 
amount of $85,691.11. 

Total Paid to Date: 
$3,929,285.92 
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Allen Stanford's Counsel in SEC Case 

Counsel 

Nickens Keeton 

Patton Boggs 

The Gulf Law Group 1 
The Brewer Law 

Group 

Sydow & McDonald 

David Joseph QC 

Length of Representation 

April 14,2009 - appearance 

June 1,2009 - motion to withdraw 
filed 

November 19,2009 - motion to 
withdraw granted 

August 3,2009 - appearance 

June 23,2009 - appearance 

April 2009 - June 2009 

NIA - represented Stanford in UK 
proceedings 

Amount Paid by 
Underwriters 

$554,760.04 

$725,688.58 

$964,916.08 

$76,497.56 

$48,686.72 

Total Paid to Date: 
$2,370,548.98 
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. . . . . . . .  . . . . . . . . . .  

From: Bob Bennett [mailto:Bob@bennettlawfirm.com] 
Sent: Thursday, February 04, 2010 ii:47 AM 
To: Randi Stanford 
Subject: RE: Allen Stanford 

Dear Randi, 
From reading our Firm's website and the independent site, www.avvo.com, you can learn 

about some of the cases we have handled and what our clients have said about our 
representation. Having spent five (5) years with the Department of Justice - U. S. Attorney's 
Office, I understand the difficult position your father is in and how he is being attacked by 
the full weight and power of the United States Government. As I have reflected on his 
situation, I have also made some inquiries without using specific names or situations with 
some of the other prominent federal criminal trial attorneys in the city and state. To a 
person, it comes back to  the problem of giving up your entire practice for a two to  three 
year period starting with a high profile, huge document case. You then add in that one 
would have to  start immediately since the trial is in January of 2011. This makes for a very 
difficult task for any trial attorney or team. 

I know the prosecutor Gregg Costa well having spent a year with him on a very 
interesting criminal case. Our client was the owner of the former Flagship Hotel in 
Galveston, Texas. We reached a plea agreement after lengthy pretrial negotiations 
including an impaired mental capacity defense. I have known David Hittner since he was a 
Democratic Party State Court Judge. 

What I would be willing to do is to discuss with you serving as the concierge attorney or 
managing attorney for your father. The Government has a team of probably five to 10 
attorneys and with a backup staff or more than 25 with experts a t  no cost. They have an 
unlimited trial budget. Right now your father has court appointed attorney Kent Schaffer 
and help from the Federal Public Defender's Office. None of these people are in the 
position t o  understand and advocate for your father. A managing attorney is a role I have 
fulfilled several times would allow an attorney to put together the best trial team and make 
sure the trial team is doing the best possible for your father. If what you said was correct 
and you met with him today, then you certainly know what he wants to accomplish. I 
would be willing to met with you this evening, if you want to discuss what role a managing 
attorney would play with your father's defense and what could be accomplished given the 

Case 4:09-cv-03712   Document 113-1    Filed in TXSD on 05/24/10   Page 9 of 32



uncertainty of the Lloyd's money. Let me know if I can help. 
Very truly yours, 
Bob Bennett 

515 Louisiana, Suite 200 
Houston, Texas 77002 
Photler (713) 225-6000 
Fax: (713) 225-Go01 

A'ITORNEYS 
*Robert 9. ("Bob") Bennett 
Re~tke E. Moeller 

OF COUNSEL 
***Stcxrc Petewun 
**Skip Conlelins 
Sherri R. Katz 

Staff 
Pcy Bennett, Office M- 
S a m  Sidliui, Leeal Assistant 

Scott Cllauwaux 
Aslllev Tsc. Law Clerk 
Jessica Frnka, Marketin? Intern 

Outside Medical Counsel 
Sl~ervl Dncso 

*Cerlified in Consumer and Comn~ercial Law by the 
Texas Board of Legal Specialization 

**Certified in Criminal Law by the 
Texas Board of Legal Specialization 
"' Former general counsel for the Sfaie bar of Texas 

CONFIDENTIALITY NOTICE - 
This transmission may be: (1) subject to the Attorney-Client Privilege, (2) an attorney work product 01; (3) strictly 
confidential. If you are not the intended recipient of this nlessage, you may not disclose, print, copy or disseminate this 
information. If you have received this in error, please reply and notify the sender (only) and delete the message. 
Unauthorized interception of this e-mail is a violation of federal crirililial law. 

This cotnmi~nication does not reflect an intention by the sender or the sender's client or principal to conduct a transaction or 
make any agreement by electronic means. Notlling contained in this message or in any attachment shall satisfy the 
requirements for writing, and nothing contained herein shall constitute a contract 01. electronic signature under the Electronic 
Signatures in Global and National Commerce Act, any version of the Unifom~ Electronic Transactions Act or any other 
statute governh~g electronic transactions. 

IRS Circular 230 Disclosure 
Pursuant to U.S. Treasuly Department Regulations, we are now required to advise yoti that any federal tax advice contabled 
in this con~munication, including attachments and enclosures, is not intended by the Sender of The Bennett Law Finn, P.C. to 
constitute a covered opinion pursuant fo regulation section 10.35 or to be used for tlie purpose of (1) avoiding tax-related 
penalties under Internal Revenue Code or (ii) promoting, marketing, or secolmending to another party any tax- 
related matters addressed herein. 
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The Bennett-Nguyen Joint Venture 
515 Louisiana Suite #ZOO, Houston, Texas 77002 1 Tel: (713) 225-6000 1 Fax: (713) 225-6001 

April 22,2010 

Daniel McNeel Lane Jr., Partner 
Akin Gump Strauss Hauer & Feld LLP 
300 Convent Street, Suite 1500 
San Antonio, TX 78205-3732 

Re: Fee Application for Lloyds of London regarding the representation of Mr. Robert Allen 
Stanford in his Federal Indictment No. 09-0342 

Dear Mr. Lane: 

Enclosed you will please find our fee application ("Application") to Lloyd's of London for 
reimbursement of reasonable and necessary fees and expenses in the criminal defense, and our 
retained representation of Mr. Robert Allen Stanford ("Mr. Stanford") in his duty to defend his 
Federal Indictment No. 09-0342 ("Matter"). The information contained in this Application 
addresses similar points requested of Mr. Stanford's prior counsel. 

As you are aware, we have advised Mr. Stanford over the past two months as counsel, under an 
attorney-client relationship, to address legal areas and issues regarding the constitutionality of his 
pretrial detention, inability to conduct trial preparation, and his due process rights. This is 
reflected in our Retained Engagement Letter enclosed. 

As it pertains to the Application, enclosed you will find: 

1. Our Retained Engagement Agreement with Mr. Stanford 
2. Additional Engagement Agreements with Attorneys 
3. Bios, Resumes, and Letters of Reference/Support of the applicable parties 

Attornevs. Personnel, Roles and Respomilities 

The following chart identifies the expected contribution and roles of the team members by name or 
category along with their respective hourly billing rate. The small, full-time, team representing the 
most high-profile co-defendant in this case, Mr. Stanford, is highlighted. Additionally, those 
attorneys marked with an asterisk will not be involved throughout the entire trial on a full-time 
basis; but however, they are critical and will contribute substantially on certain limited, yet specific 
aspects of work for the legal defense team as identified. Mr. Tom Berg is noted with two asterisks 
as he will be running for local criminal judgeship and may have to depart from the defense trial 
team in January 2011; depending upon the election outcome. Finally, although listed as categories, 
certain paralegal and law clerks are not consistently full-time on the matter, even though they will 
contribute substantial time. 

Page 1 of 4 
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The Bennett-Nguyen Joint Venture 
515 Louisiana Suite #200, Houston, Texas 77002 1 Tel: (713) 225-6000 1 Fax: (713) 225-6001 

Page 2 of 4 

Mr. Bob Bennett 
($800 per hour) 

Nhan Nguyen, MD, JD, MSF 
($500.00 per hour) 

Ms. Ashley Tse 
($250.00 per hour) 

Law Clerks, Paralegals & 
Legal Assistants 

($75.00 per hour) 

Engagement 

FULL-TIME 
Co-counsel of record 

e Co-managing attorney on all matters related to the Matter 
Co-lead case manager and coordinator of all aspects of the Matter 
(in conjunction with Mr. Essmyer) 

r Attorney contact for all family members 
r Supervisor of "war room" where all documents will be received, 

considered, and stored 
Specific finance and complex business expertise 

0 Trial/Case project management and coordination 
r Trial/Case personnel management and coordination 

Client management and coordination 
Witness interviewing & deposition (support) 
Expert witness management 

r Discovery and discovery management 
r Brief and motion drafting 

Legal research 
Trial and litigation strategy support 
Drafting client documents 
Back up support and project management to Mr. Bennett 
Client management 
Legal research 

r Memo and motion drafting 
r Support for organization and personnel management for tasks 

assigned to paralegal and clerks/assistants 
Draft client documents 
Witness management 

r Discovery and discovery strategy support 
r Litigation support 

Legal research 
r Brief and memo drafting 
r Assist in client management 
r Court filing 

Docket management 
Limited to Constitutional and Pre-trial Detention Issues, 

Pre-trial Motions, &Appellate Work 
Mr. Alan Dershowitz* 

($1150/$1500 per hour) 
Mr. Martin Weinberg* 

r Expert Constitutional Consultant 
Attorney for pretrial and appellate motions drafting and strategy 
Expert Constitutional and Criminal Trial Consultant 
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The Bennett-Nguyen Joint Venture 
515 Louisiana Suite #200, Houston, Texas 77002 1 Tel: (713) 225-6000 1 Fax: (713) 225-6001 

As to the issue of pre-approval, we would hope that the Hittner decision and Fifth Circuit ruling 
provide guidance that all of our legal fees from the time we formed an attorney-client relationship 
up to the present would be reimbursed. This certainly reflects the intent of our client. 

($1000.00 per hour) 

Mr. Tom Berg** 
($500.00 per hour) 

Proposed Estimated Budget 

4 Af2orney for pretrial and appellate motions drafting and strategy 
Special Counsel 

e Brief and motion drafting 
Pretrial and appellate motion drafting 
Trial and litigation strategy 
Client management 
Witness interviewing & deposition 

Estimating or ascertaining the exact budget and costs of the overall criminal defense of Mr. Stanford 
at this time would be extremely difficult, inaccurate, and unfeasible as we have only received a 
majority of the Schaffer/Secrest files a week or so ago. In addition, we have not had the full 
opportunity to review the database of documents on iCONECT or the balance of the databases and 
informati011 to ascertain the hiring of experts and consulta~lts for the matter. However, we will 
commit to be cost-conscious with respect to expenses and fees surrounding our criminal 
representation of Mr. Stanford, despite our view of the complexity of his case with multinational 
business entities and three simultaneous proceedings on-going while Mr. Stanford is being 
detained. 

Mr. Stanford is the only co-defendant still in a high-security prison, and in recognizing the 
enormous difficulty of representing Mr. Stanford, if he remains incarcerated his detention has a 
very negative impact on every aspect of his criminal defense. His continuing detention greatly 
increases the difficulty and work of preparing for his trial defense. While we cannot ascertain the 
estimated exact budget at  this time, our estimation of fees on-going would be consistent with the 

Limited Engagements and Part-Time Associates 

Page 3 of 4 

Victor Scarano, MD, JD* 
($300.00 per hour) 
Mr. Keith Livesay* 
($500.00 per hour) 
Mr. Ben Sanchez* 

($300.00 per hour) 
Ms. Lillian Hardwiclr* 
($350.00 per hour) 

Capt. Steve Peterson* 
($350.00 per hour) 

4 Expert Attorney Psychiatric Consultant 

Document review and legal research 

Document review and legal research 

Recusal consultant 

Ethics consultant 
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The Bennett-Nguyen Joint Venture 
515 Louisiana Suite #200, I-Iouston, Texas 77002 ] Tel: (713) 225-6000 1 Fax: (713) 225-6001 

fact that Lloyds has already paid out approximately $8-9 nlillion for tlre defense costs thus far in the 
case for a period of five 111onths. 

Non-Duulication of Effort 

As you are well aware the Bennett and Essmyes legal t e a m  are scl-ving as  co-counsel in  this matter. 
We have been operating explicitly with an effort and focus to avoid any and all duplication of effol't-s 
throughout this criminal defense. This effort is for the expediency of preparing for trial wit hi^ less 
than eight months and also at the express request of our client. 

We need to conduct our trial preparation with as little duplication of effort as possible given that 
time is of critical essence. For example, tve are only using one "war room" b e b e e n  the two teams 
for discovery ancl doculllent housing. 'I'his is to avoid having to makc multiple sets of the sanlc 
dooun~ents. The "war iqoom" facility is located at the Rcnnett and Associates law fir111 two bloclts 
from the federal courtroom and four bloclcs from the Federal Dctcntion Ccntcr. Additionally, for 
example, Mr. Bennett's teain is currently managing pre-trial matters and overall client tllallagelllent 
and witness development, whiIe Mr. Essmyer's team is managing trial preparation work. We are 
proactively sclteciuling meetings with as few attorneys as simultaneously possible, unless essential, 
to avoid cluplicatioli of time and effort. Finally, before setting o f  on om4 own discovel-y strategy, we 
waited to see what discovery work would be produced by prior counsel to uncover what has been 
performed in thc past so as not to duplicate the same efforts. Noii-duplication of effort is an active 
focus of our defense trial management. 

We trust this is sufficient to support our Application and approval on behalf of our client's request 
of having us serve as Ilis attorneys in his duty to defend obligations. Should you require any further 
documentation or support please do not hesitate to contact us. 

Nhan 1-1. Nguycn, M$, JD, MSF 

l' 
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ESSMYER, TRITICO & RAINEY, L.L.P. 
ATTORNEYS AND COUNSELORS AT LAW 

5 1 1 1 CENTER STREET 
Partners 

CHRISTOPHER L. TRITICO 
HOUSTON, TEXAS 77007 RON S. RAlNEY 

(713) 869-1 155 
(800) 691-5571 

FAX: (713) 869-8957 
www.etIawfirnl.com 

MICHAEL M. ESSMYER, Partner 
Cell Phone: (71 3) 898- 1320 
Email: niessnr~~ei.iic)!u~l.lai~;. corn 

Associate 
FRANK B. DANIEL 

Associate 
JASON L. FOWELL 

Of Counsel 
CHARLES W. BAILEY. MD, JD 

and ROBERT B. WALLIS 

April 14,2010 
Mr. Lee Shidlofsky 
Visser Shidlofsky, LLP 
7200 N. Mopac Expressway, Ste. 430 
Austin, Texas 7873 1 

Re: The Stanford Matter 

Dear Mr. Shidlofsky, 

Please find attached for submission to the Insurance Company the following materials: 

1. Answers to the questions propounded by the carrier; 
2. Signed contract with client; 
3. Firm Martindale Hubble resume; 
4. Biographies of Firm and other interested counsel; 
5. Excel sheet of involved people from my side; 
6. Billing as of April 3, 2010. 

After you review, please let me know if you have any questions. It is my intent to have Chris 
Tritico and his paralegal very involved. Ron will help me with Motions and discovery. Robert 
Wallis will be used sparingly, and for strategy purposes. The associates will be used as needed. 
Robert Fickman, who is not with my Firm, will be used to help muster witnesses and prepare for 
trial. Daucie Scheffman, the only other person not with my Firm, is a pure appellate type writer 
and legal advisor. She will help us protect appellate errors at the trial level. 

Sincerely, 

Michael M. Essmyer 

MEIlrw 

Enclosures 
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A K I N  G U M P  
S T R A U S S  H A U E R  & F E L D L L P  

Attorneys at Law 

BARRY A. CHASNOFF 
210.281.7001/lax: 210.224.2035 
bchasnoff @akingurnp.com 

DANIEL MCNEEL LANE JR. 
210.281.70701fax: 21 0.224.2035 
nIane@akingurnp.com 

April 23,20 1 0 

' VIA CMRRR 

Mr. Nhan Nguyen 
Bennett, Nguyen & Associates 
5 1 5 Louisiana Street #200 
Houston, Texas 77002 

Mr. Michael Essmyer 
Essmyer, Tritico & Rainey, LLP 
5 1 1 Center Street 
Houston, Texas 77007 

Re: Stanford Group Company and Stanford Financial Group Company 
D&O, EI. Professional Indemnity, and Excess Blended Wrap 
Policy No. D&O: MNK558900 
Policy No. PI: MNA 851300 
Policy No. Excess: MNA831400 
Effective: August 15,2008 to August 15,2009 
Claimants: Allen Stanford 

Dear Counsel: 

As you know from previous communications, we represent the Underwriters who issued 
certain insurance policies to Stanford Financial Group Company and its affiliated entities 
("Stanford"), including the Directors and Officers' Liability and Company Indemnity Policy No. 
576lMNK558900 (the "D&O Policy"), the Financial Institutions Crime and Professional 
Indemnity Policy No. 576lMNA851300 (the "PI Policy") and the Excess Blended "Wrap" Policy 
No. 576/MNA83 1400 (the "Excess Policy"). 

We have reviewed the "fee applications" your firms submitted to Underwriters requesting 
their consent for your firms' representation of Mr. Stanford in the Criminal Action. Mr. 
Essmeyer's proposal indicates that he will staff Mr. Stanford's case with four partners, two 
associates, two other attorneys, four law clerks, and six paralegals. Additionally, Mr. Nguyen's 
proposal indicates that his law firm will staff the case with two partners; three associates; one 
special counsel; various law clerks, paralegals, and legal assistants; and five consultants. Based 

300 Convent Street I Suite 1500 1 San Antonio, TX 78205-3732 1210.281.7000 1 fax: 210.224.2035 1 www.akingump.com 
6461 084 v l  
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A K I N  G U M P  
S T R A U S S  H A U E R  & F E L D L I - P  

Attorneys at Law 

Counsel 
April 23,201 0 
Page 2 

on the material in Mr. Nguyen's proposal it appears that two of those consultants, Alan 
Dershowitz and Martin Weinberg, also have multiple attorneys who will work with them. 

As you are aware, Article VI of the D&O Policy provides that "no Costs, Charges or 
Expenses shall be incurred without the Underwriter's prior written consent, such consent not to 
be unreasonably withheld."' The D&O Policy also provides that Underwriters must reimburse 
only reasonable and necessary Costs, Charges and Expenses. 2 - 

Underwriters have never consented to your firms (including associated consultants) 
incurring any Costs, Charges and Expenses in connection with the defense of .Mr. Stanford in the 
Criminal Action and they will not do so at this time.3 The defense team your firms have 
proposed-which consists of six partners, eight other attorneys, numerous paralegals and law 
clerks, and at least five consultants-is entirely unreasonable. In comparison, our records 
indicate that Mr. Stanford's previous criminal defense teams were much smaller by comparison, 
though by no means understaffed. Therefore, Underwriters will not consent to your firms 
incurring any Costs, Charges or Expenses unless and until your firms submit a new proposal with 
a reasonable number of defense team members, proposing reasonable rates and a reasonable and 
efficient allocation of necessary work. 

Further, in no event will Underwriters pay any Costs, Charges or Expenses related to 
bringing Mr. Stanford's new defense team up to speed in the Criminal Action. As Judge Hittner 
noted in his April 6 hearing, Mr. Stanford has had at least ten different attorneys represent or try 
to represent him at various points in the Criminal Action. Underwriters have never been given 
any reasonable explanation as to why Mr. Stanford replaced any of those attorneys. Therefore, 
Underwriters will not pay any Costs, Charges and Expenses related to bringing Mr. Stanford's 
new defense team up to speed as those charges are neither reasonable or necessary. Underwriters 
also will not pay any Costs, Charges and Expenses which are duplicative of work already done 
by Mr. Stanford's previous defense teams. 

The discussion herein of specific terms, conditions, and exclusions should not be 
interpreted as a waiver by Underwriters of any other applicable term, condition, or exclusion in 
the D&O Policy, PI Policy, or any other applicable policy. Additionally, nothing in this letter 
should be construed as a waiver of any of the rights that Underwriters may have under any 

1 Art. VI. cl. B. 
Art. 111. cl. D. 
Underwriters also note that they have never consented to your firm or Allen Stanford incurring Costs, 

Charges and Expenses related to any of the experts or consultants in your fms' proposals including, but not limited 
to, Alan Dershoitz, Martin Weinberg, Tom Berg, Victor Scarano, Lilliam Hardwick, or Steve Peterson. 
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A K I N  G U M P  
S 1 - R A L T S S  H A U E R  & P E L D L L P  

Attorneys at Law 

Counsel 
April 23,2010 
Page 3 

applicable policy, nor as an admission of liability on the part of Underwriters. Underwriters 
expressly reserve their rights under all policies. 

Please let us know if you disagree with this assessment of the proposed defense teams. If 
you disagree, please explain the basis for your disagreement. We will promptly consider any 
M e r  analysis or information that you provide. As always, feel free to contact us if you have 
any questions. 

Sincerely, 

cc: Lee Shidlofsky 
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Case 3:09-cv-00298-N Document 810 Filed 09/28/2009 Page 1 of 2 

IN THE UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION 

SECURITIES AND EXCHANGE 3 
COMMISSION, 3 

3 
Plaintiff, 6 

9 
v. 3 Civil Action No. 3:09-CV-298-N 

3 
STANFORD INTERNATIONAL BANK, 3 
LTD., et a!., 9 

9 
Defendant. § 

This Order addresses the Receiver's emergency motion [docket no. 8031. The Court 

finds that it has jurisdiction over Defendant Allen Stanford, as well as the insurance policies 

at issue: (1) Lloyd's D&O and Company Indemnity Policy, reference number 

576lMNK558900, (2) Lloyd's Financial Institutions Crime and Professional Indemnity 

Policy, reference number 576lMNA85300, and (3) Lloyd's Excess Blended "Wrap" Policy, 

reference number 576lMNA83 1400, copies ofwhich are found in the appendix to docket no. 

538 (the "Policies"). It appears that Stanford is purporting to seek relief before another 

tribunal relating to the Policies. Such actions by Stanford both violate the terms of this 

Court's prior orders, as well as threaten to interfere with this Court's jurisdiction over the 

Policies. 

The Court therefore enjoins Allen Stanford and anyone acting in concert with him, 

including his attorneys, from taking further steps to seek relief in any court other than this 

ORDER - PAGE I 
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relating to the Policies. Stanford is ordered immediately to take all steps reasonably 

necessary to withdraw any request for relief relating to the Policies from any other court, 

including but not limited to that emergency application filed on behalf of Stanford on or 

about September 22, 2009, in the English High Court of Justice, Chancery Division, 

Companies Court. The Court will in due course address the Receiver's request for an order 

to show cause. 

Signed September 28,2009. 

ORDER - PAGE 2 
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Case 3:09-cv-00298-N Document 926 Filed 12/16/2009 Page 1 of 6 

IN THE UNITED STATES DISTRICT COURT 
NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION 

SECURITIES AND EXCHANGE 6 
COMMISSION, 6 

6 
Plaintiff, 6 

6 
v. 6 Civil Action No. 3:09-CV-298-N 

6 
STANFORD INTERNATIONAL BANK, 6 
LTD., et al., 6 

§ 
Defendant. 6 

ORDER 

This Order addresses Certain Underwriters at Lloyd's of London and Arch Speciality 

Insurance Company's (collectively, "Underwriters") emergency motion to enforce the 

Court's receivership order [898]. For the reasons that follow, the Court grants in part and 

denies in part Underwriters' motion.' 

This controversy arises from the efforts of certain Defendants in this case and a related 

criminal case to fund their defenses. They seek to access the proceeds of several insurance 

policies issued by Underwriters (the "Policies"). To that end, Defendants first asked this 

Court to clarify that the Policies' proceeds were not part of the receivership estate. The 

Court declined to rule on the legal status of policy proceeds but exercised its discretion to 

allow Underwriters to pay individual Defendants' legal fees. Order of October 9,2009 at 1 

1 Having considered and denied the substantive relief sought by Underwriters, the 
Court also denies their motion to intervene [897]. 

ORDER - PAGE 1 
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[83 11. Before that ruling, two Defendants filed motions in the related criminal case pending 

in the Southern District of Texas seeking to compel Underwriters to pay their defense costs. 

Judge Hittner, presiding over the criminal case, has not yet ruled on those motions. 

Defendants also filed a civil action in the Southern District against Underwriters for breach 

of the insurance contracts, among other things. See Second Am. Compl., Holt v. Certain 

Underwriters at Lloyd's ofLondon, Civil Action No. 4:09-CV-3712 (S.D. Tex. filed Nov. 

17,2009). The lawsuit seeks to compel Underwriters to pay both criminal and civil defense 

fees. Id. at 14. Underwriters now move this Court for: (I)  an injunction requiring 

Defendants to withdraw the Southern District motions and lawsuit (collectively, the 

"Southern District actions"), and (2) an order holding Defendants in contempt of this Court's 

earlier orders. 

I. THE COURT DENIES UNDERWRITERS' MOTION FOR INJUNCTIVE RELIEF 

The Court denies Underwriters' motion for injunctive relief. Defendants may 

continue with the Southern District actions to compel Underwriters to fund their criminal 

defenses. The Court leaves for Judge Hittner to determine whether judicial economy 

warrants his deciding the duty to defend question regarding the actions pending in this Court. 

Judge Hittner is better situated than this Court to determine whether Underwriters are 

obligated to pay Defendants' legal fees in connection with the criminal case. First, to the 

extent the Southern District actions seek criminal defense fees, they relate to an ongoing 

proceeding in Judge Hittner's court. Second, the question of whether Underwriters must 

fund Defendants' criminal defenses raises factual issues that Judge Hittner is better able to 

ORDER - PAGE 2 

Case 4:09-cv-03712   Document 113-1    Filed in TXSD on 05/24/10   Page 28 of 32



Case 3:09-cv-00298-N Document 926 Filed 12/16/2009 Page 3 of 6 

resolve. For instance, Defendants argue that the Underwriters have unclean hands with 

regard to criminal defense costs. See Defs.' Resp. at 5 [9 131. Defendants' counsel argue that 

they would not have undertaken the criminal representation but for Underwriters' repeated 

promises to pay, given that Judge Hittner required counsel to agree not to withdraw before 

a final verdict or guilty plea. See id. at 7.  Judge Hittner is better positioned than this Court 

to evaluate these claims. Defendants further argue that the criminal defense fee issue 

implicates their constitutional right to counsel because Underwriters' assurances of payment 

foreclosed their ability to retain a public defender. Id. at 10. They also say that Judge 

Hittner's rapid determination of the criminal defense cost issue is essential to their right to 

a speedy trial. Id. at 10- 1 1. In light of these concerns, the Court denies Underwriters motion 

to the extent it seeks to bar Judge Hittner from determining whether they must fund 

Defendants' criminal cases. 

When Judge Hittner decides whether Underwriters must pay criminal defense costs, 

he may find that judicial economy warrants his also deciding whether they must fund civil 

defense costs. For example, he may find that a particular policy exclusion bars payment of 

all defense costs, civil or criminal. In the alternative, Judge Hittner may find that duty to 

defend in the criminal proceeding is resolved by issues unique to that action, as discussed 

above. In that event, this Court defers to Judge Hittner's sound judgment to determine 

whether judicial economy calls for him also to decide duty to defend in the civil actions 

pending before this Court. If Judge Hittner declines to determine whether Underwriters must 

pay civil defense costs, this Court stands ready to decide that question in due course. 

ORDER - PAGE 3 
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11. THE COURT GRANTS UNDERWRITERS' MOTION FOR CONTEMPT 

A court may find civil contempt where the moving party shows by clear and 

convincing evidence: "' 1) that a court order was in effect, 2) that the order required certain 

conduct by the respondent, and 3) that the respondent failed to comply with the court's 

order." Am. Airlines, Inc. v. Allied Pilots Ass 'n, 228 F.3d 574,58 1 (5th Cir. 2000) (quoting 

Martin v. Trinity Indus., Inc., 959 F.2d 45, 47 (5th Cir. 1992)). 

By seeking relief related to the Policies in another forum, Defendants acted in 

contempt of this Court's direct order. This Court "enjoin[ed] Allen Stanford and anyone 

acting in concert with him, including his attorneys, from taking further steps to seek relief 

in any court other than this relating to the Policies." Order of Sept. 28, 2009 at 1-2 [810]. 

This order is still in effect. Although it was issued in response to Defendant Stanford's 

actions in an English court, the Court's injunctive language was clear and forward-looking. 

The conduct prohibited is also clear: Stanford and anyone acting in concert with him were 

not to take any further steps seeking relief in any other court relating to the policies. 

Defendants and their attorneys' conduct violates this prohibition. All Defendants are 

unquestionably acting "in concert" with Stanford, at least in the Southern District law~uit ,~  

and their actions "seek relief. . . relating to the Policies" in another court.3 

'See Second Am. Compl., Laura Pendergest-Holt, R. Allen Stanford, Gilbert Lopez, 
Jr. and Mark Kuhrt v. Certain Underwriters at Lloyd's of London, Civil Action No. 4:09- 
CV-3712 (S.D. Tex. filed Nov. 17,2009). 

3Because the Court finds Defendants in contempt of its September 28,2009 order, it 
need not decide whether Defendants also violated the receivership order or its October 9, 
2009 order. 
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Though the Court finds Defendants and their attorneys in contempt of its September 

28 order, it declines to impose sanctions. "Judicial sanctions in civil contempt proceedings 

may, in a proper case, be employed for either or both of two purposes; to coerce the 

defendant into compliance with the court's order, and to compensate the complainant for 

losses sustained." United States v. United Mine Workers of Am., 330 U.S. 258, 303-304 

(1947). In this case, the Court declines to coerce Defendants into compliance with its order 

because the Court finds it appropriate for Judge Hittner to decide whether Underwriters must 

pay defense fees in the criminal proceeding. Had Defendants requested leave to seek defense 

costs before Judge Hittner, as they surely should have, this Court would have granted leave. 

It would exalt form over substance to require them to proceed in a less suitable forum 

because they did not seek leave in the first instance. Also weighing in Defendants' favor are 

the facts that (1) they were anything but covert in their actions, and (2) Underwriters did not 

object to proceeding before Judge Hittner until recently. While the Court certainly does not 

condone violation of its orders," it declines to require Defendants to adjudicate duty to defend 

the criminal proceeding in this Court rather than Judge Hittner's. 

111. FURTHER ACTIONS SEEKING D&O PROCEEDS 

The Court now clarifies that it is exercising exclusive jurisdiction over the Policies 

and their proceeds for anything other what it has explicitly permitted Defendants here. The 

Court's receivership order enjoins Defendants from "interfer[ing] in any manner with the 

4 If this were a punitive criminal contempt proceeding, rather than a coercive civil 
contempt proceeding, the Court would likely sanction Defendants. 

ORDER - PAGE 5 

Case 4:09-cv-03712   Document 113-1    Filed in TXSD on 05/24/10   Page 31 of 32



Case 3:09-cv-00298-N Document 926 Filed 12/16/2009 Page 6 of 6 

exclusive jurisdiction of this Court over the Receivership Estate, including the filing or 

prosecuting any actions . . . which affect the Receivership assets . . . except with the 

permission of this Court." Order Appointing Receiver at 8 [lo] . In its most recent order 

regarding the Policies, the Court "assume[d], without deciding, that the proceeds are part of 

the receivership estate." Order of October 9,2009 at 4 [83 11. Although the Court deferred 

judgment as to the proceeds' status, the Court clarifies that it does claim exclusive 

jurisdiction over the proceeds with regard to any claims other than those at issue in the 

Southern District actions. No persons or entities may bring further claims related to the 

Policies' proceeds in any forum other than this Court. To do so would be in contempt of the 

receivership order and the Court's October 9,2009 order. 

CONCLUSION 

For reasons discussed above, the Court denies Undewriters' emergency motion. 

Signed December 16,2009. 

United States District Jud 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 

LAURA PENDERGEST-HOLT, 5 
R. ALLEN STANFORD, GILBERT0 8 
LOPEZ, JR. and MARK KUHRT, 8 

Plaintzfs, 6 
§ 

VS. CIVIL ACTION NO. 4:09-cv-037 12 
§ 

CERTAIN UNDERWRITERS AT 8 
LLOYD'S OF LONDON and ARCH 5 
SPECIALTY INSURANCE COMPANY, 8 

Defendants. 

ORDER 

Before this Court is Allen Stanford's Letter to the Court Requesting Emergency 

Relief (the "Request"). Having reviewed the Request, any response thereto, and the 

arguments of counsel, this Court DENIES the Request. 

Signed this day of ,2010 

HONORABLE NANCY F. ATLAS 
UNITED STATES DISTRICT JUDGE 
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