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ROBB EVANS & ASSOCIATES LLC 
Receiver of  

BC Capital Group S.A., et al. 
Case No. 1:12-cv-07127 

 

REPORT OF RECEIVER’S ACTIVITIES 

SEPTEMBER 27, 2012 THROUGH JANUARY 17, 2013  

 

This report covers the activities of the Receiver1 since the inception of the receivership.  
This is the first Report to the Court on the progress of the receivership.  It does not 
constitute an audit of financial condition and is intended only to provide information for use 
by the Court in assessing the progress of the receivership. 
 

Overview 
 
This Court’s Preliminary Injunction Order (Order) issued on September 27, 2012 directed 
the Receiver to “…within sixty (60) days of being appointed and periodically thereafter, as 
directed by the Court, file with the Court and serve on the parties a report summarizing 
efforts to marshal and collect assets, administer the Receivership Assets, and otherwise 
perform the duties mandated by this Order.” 
 
As will be set forth in greater detail below, the Receiver has engaged counsel in multiple 
foreign jurisdictions to the purpose of marshaling assets.  Also, as set forth in greater detail 
below, defendant Nikolai Simon Battoo (Battoo) has initiated actions in foreign jurisdictions 
in an apparent effort to interfere with the efforts of the Receiver and in violation of this 
Court’s Order. 
 
The Receiver is reviewing voluminous documents turned over by the CFTC and the SEC.  
The Receiver has commenced its forensic accounting to untangle the financial condition of 
the BC Common Enterprise entities, as directed by the Court.  Financial information 
regarding the seven investment companies controlled by/related to Battoo currently 
available to the Receiver is included in this report.  Additionally, as will be set forth in greater 
detail below, forensic review of transactions in connection with the portfolios of Private 
International Wealth Management and Private International Wealth Management-Insurance 
is ongoing. 
  

                                                 
1  Reference to the Receiver in this report means the Receiver, the Receiver’s deputies, its staff, and its counsel. 
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Status of Assets 
 

United States 
 
Cash Receipts 
 
The Receiver has taken control of cash totaling approximately $25.5 million. 
 
The sources of those funds are as follows: 
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Date Amount

Newedge USA, LLC

(a futures commission merchant used by some

Battoo-operated hedge funds):

10/05/2012 7,715,774.28$   

10/05/2012 987,765.61        

10/09/2012 108,909.65        

10/16/2012 421.52             

8,812,871.06     

Quantitative Global 3X Fund, Ltd.

(a hedge fund invested by a Battoo-operated 

hedge fund and by Private International Wealth

Management portfolios):

12/07/2012 1,818,786.74     

12/07/2012 584,336.25        

2,403,122.99     

Quantitative Tactical Aggressive Fund, Ltd.

(a hedge fund invested by a Battoo-operated 

hedge fund and by Private International Wealth

Management portfolios):

12/07/2012 2,243,994.16     

12/07/2012 1,006,915.52     

3,250,909.68     

Reed Smith LLP IOLA

Legal settlement, net, for a lawsuit brought by 

  BC Capital Group Limited of

  Hong Kong in connection with fund-linked 

  certificates invested by some Battoo-operated

  hedge funds 10/02/2012 10,427,848.99   

Refund of legal retainer paid by a Battoo-

  operated hedge fund 10/02/2012 554,052.92        

10,981,901.91   

TOTAL 25,448,805.64$ 
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Real Property in Florida 
 
Based on a review of the deposition transcript of Nicola Zagarolo, the Receiver investigated 
the status of two properties in Florida.  Both properties had been sold pre-receivership and a 
sum of $280,000 is being held in escrow.  The Receiver moved this Court to extend the asset 
freeze over these funds.  On November 27, 2012, this Court extended a temporary freeze 
over the funds held by the escrow agent, pending further discovery and investigation by the 
Receiver.  The Receiver is awaiting documents in response to its subpoenas.  
 

Foreign Jurisdictions 

 
Under Tab 1 is a chart depicting the global operation and structure of the BC Common 
Enterprise2.  The chart was obtained from a March 2009 BC Capital Group S.A. Private 
International Wealth Management due diligence questionnaire.  The chart does not include 
funds formed after March 2009 such as three funds formed in 2010 and managed by two 
investment managers in the Cayman Islands.  This chart demonstrates the complex web of 
entities that were formed in multiple jurisdictions around the world.  While the BC Common 
Enterprise conducted no actual operations in many of the countries shown on the chart, 
some entities were incorporated in a jurisdiction, but the actual funds associated with an 
entity are located in a different jurisdiction.  Because of this structure, the Receiver has 
moved to take control of different entities in their place of incorporation as a necessary step 
to protect and preserve assets held in another jurisdiction. 
 
The Commonwealth of The Bahamas 
 
The Receiver engaged Bahamian counsel for the purpose of obtaining a recognition order by 
the Supreme Court of the Commonwealth of The Bahamas (Supreme Court) over BC 
Capital Group S.A (BCCG) and BC Capital Group International S.A, (BCCGI), two 
Panamanian companies which form a part of the BC Common Enterprise.  BCCG and 
BCGI were promoted as being the managers and managing companies for the  Private 
International Wealth Management (PIWM) and Private International Wealth Management – 
Insurance (PIWM-I) investment programs respectively. These companies which were owned 
and controlled by Battoo, contracted with Alliance Investment Management Limited 
(Alliance), a Bahamian registered Class One Broker Dealer, regulated by the Securities 
Commission of The Bahamas (Securities Commission) to execute security trades, 
subscriptions and redemptions in various investment funds,  and marketable equity 
securities.  Substantial investor funds were placed in Alliance’s omnibus accounts with the 
Royal Bank of Canada and CIBC First Caribbean Bank International Limited, Nassau.  
 
Prior to the inception of the receivership, Battoo appointed a Bahamian liquidator over 
BCCG and BCGI.  The Receiver filed its application with the Supreme Court on October 
19, 2012.  Prior to and subsequent to the court filing, the Receiver was in discussions with 

                                                 
2 This Court’s Order extensively described the BC Common Enterprise. 
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two large creditors with interests in the Bahamas.  Both of those creditors opposed court 
confirmation of the Bahamian liquidator appointed by Battoo.   
 
Both of these creditors were planning to propose KPMG as the local liquidator.  The 
Receiver proposed, and the creditors agreed, that a Member of the Receiver would be 
nominated to serve as a joint liquidator with KPMG in the Bahamas.  However, KPMG 
took the position that their internal policy did not permit them to operate with a Member of 
the Receiver.  The two largest creditors in the Bahamas proceedings then approached 
PricewaterhouseCoopers (PwC) Advisory (Bahamas) Ltd. to see if they would be willing to 
form a joint liquidation effort with a Member of the Receiver and they consented.  On 
November 12, 2012 the Chief Justice of the Bahamas Supreme Court appointed Kevin D. 
Seymour and Kevin G. Cambridge of PwC and Brick Kane3 of Robb Evans & Associates 
LLC as joint official liquidators (JOLs) of BCG and BCGI. (Tab 2).   
 
In his ruling (Tab 3) the Chief Justice stated the following: 
 

“Moreover, in my judgment it is in the interest of the companies that there 
should be cooperation between the work of the Receiver and that of the 
Liquidator. It serves no purpose for both of them to be going after assets 
separately. The creditors are not served by two different persons seeking to 
recover the same assets one in the capacity of a Receiver and another in the 
capacity as a Liquidator.” 

 
In keeping with the spirit of the Chief Justice’s ruling, the Receiver and the Receiver’s 
Member, who is one of the JOLs, have worked very closely with the two PwC Insolvency 
Practitioners to minimize duplication of efforts in the Bahamas. 
 
Alliance is currently the subject of probe by the Securities Commission.  In the course of the 
Securities Commission’s probe, certain information relating to the BC Capital Entities 
including computers and a server were seized from Alliance’s office premises.  With the 
consent of the Securities Commission, the JOLs sought and received mutual cooperation 
instructions between the JOLs and the Securities Commission from the Chief Justice of the 
Supreme Court (Tab 4). 
 
The JOLS, with the consent of the Securities Commission engaged forensic experts from 
PwC, North America to assist in the retrieval of information that resided on the computer 
hardware seized from Alliance, these efforts are ongoing and a report of findings is expected 
shortly. 
 
The PwC JOLs and their associates have performed substantial forensic accounting work on 
books and records made available by Alliance.  That process is ongoing. 
 

                                                 
3 This Court authorized this appointment on October 31, 2012. 
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Alliance’s senior executives have represented to the PwC JOLs that there is less than 
$500,000 in cash due to the BC Common Enterprise. Efforts are underway by the PwC 
JOLs to verify the accuracy of the cash balance represented by Alliance’s management.  The 
prior Liquidator appointed by Battoo filed a document with the Supreme Court showing 
investment funds totaling approximately $80 million under Alliance’s custody for the benefit 
of the BC Common Enterprise.  The PwC JOLs are working to establish the validity of 
shares in a number of investment funds represented by Alliance as assets of PIWM and 
PIWM-I. 
 
Among the documents retrieved by the JOLs are two share purchase agreements executed 
by Alliance and Battoo on behalf of BCCG. (Tab5).  On June 11, 2010 and December 1, 
2011 BC Capital Group S. A. obtained Alliance Class “A” non-voting preference shares in 
the amounts of $2 million and $3 million, respectively.  These were not cash transactions, 
and are described in the notes to Alliance’s audited financial statements as “in-kind 
transactions.” The JOLs are currently reviewing the transactions giving rise to Alliance’s 
obligation to BCCG. 
 
British Virgin Islands 
 
The Receiver learned that Battoo caused four British Virgin Islands (BVI) funds controlled 
by him to be placed into liquidation (Tab 6).  According to documents obtained by the 
JOLs, Battoo, as Sole Member of each of the funds, initiated the liquidations in Lugano, 
Switzerland on October 11, 2012. 
 
Those four funds are: 
 

 Anchor Hedge Fund Limited 

 FuturesOne Innovative Fund SPC Ltd. 

 FuturesOne Diversified Fund SPC Ltd. 

 Phi R(squared) Investment Fund SPC Ltd. 
 
Under Tab 7 is a document obtained from the Public Registry in Hong Kong.  This 
document shows that 65% of Anchor Hedge Fund Management Limited, the Investment 
Manager of Anchor Hedge Fund Limited is owned by BC Capital Group Limited (Hong 
Kong).  The voting common shares of Anchor Hedge Fund Limited are wholly owned by 
Anchor Hedge Fund Management Limited.  Therefore, it is not clear why Battoo signed as 
the sole member of Anchor Hedge Fund Limited. 
 
Based on preliminary forensic accounting work performed by the Receiver and by the JOLs, 
the actual cash associated with the funds are located at EFG Private Bank in the Channel 
Islands.  Financial and operating matters regarding these four funds and other funds 
controlled or related to Battoo are described below. 
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The Receiver has engaged BVI counsel who is evaluating available options to deal with the 
Liquidators appointed by Battoo. 
 
Baliwick of Guernsey 
 
The Receiver engaged local counsel for the purpose of obtaining a recognition order in the 
local court over assets held by EFG Private Bank.  However, the Receiver learned that the 
BVI Liquidators obtained a recognition order from the Royal Court of Guernsey. 
  
Upon learning of the action taken by the BVI liquidators, it was determined the most 
expeditious manner in which to block funds from being released by EFG Private Bank 
would be for the JOLs to seek recognition of the Bahamas liquidation.  The JOLs sought 
and obtained permission for this from the Bahamas Supreme Court on December 6, 2012 
(Tab 8). 
 
On December 7, 2012 the JOLs were recognized by the Royal Court in Guernsey (Tab 9). 
 
The recognition of two sets of Liquidators in the Guernsey proceedings further complicates 
matters in that jurisdiction.  The Receiver and the JOLs are developing information in an 
effort to further the claims of the JOLs to all of the funds in Guernsey. 
 
Substantially all funds controlled or related to Battoo maintain accounts at EFG Private 
Bank.  In addition, the holdings of PIWM/PIWM-I portfolios’ investments in the hedge 
funds operated by third parties are nominally registered in the name of certain client account 
numbers of EFG Private Bank.  For example, the holding of PIWM/PIWM-I portfolios’ 
investment in Quantitative Tactical Aggressive Fund, Ltd. was nominally registered in the 
name of “EFG Private Bank (Channel Islands) Ltd Client a/c 797### (redacted by the 
Receiver).”  EFG Private Bank a/c 797### is discussed in more detail below. 
 
According to their due diligence questionnaires, presentations for investment, and private 
placement memorandums, all Battoo-operated funds or PIWM/PIWM-I portfolios were 
offered exclusively for non-US persons or entities.  Therefore, the US investor funds would 
first pass through the foreign affiliates set up by the investment advisors before they finally 
reached Alliance and EFG Private Bank.  Under this arrangement, the foreign affiliates of 
the investment advisors, not the US persons or entities, are the investors of all Battoo-
operated funds or PIWM/PIWM-I portfolios.  However, the Receiver has located 
documents that show US investor funds were deposited into a domestic US bank account of 
a US investment advisor, and subsequently sent directly to Alliance for investments in 
PIWM portfolios or to EFG Private Bank for investments in Battoo-operated funds.   
 
On January 8, 2013 the Receiver’s counsel wrote to EFG Private Bank on behalf of the 
Receiver and the JOLs (Tab 10) asserting funds held by the bank belong to the BC Common 
Enterprise and sought confirmation from the bank that it would not transfer any funds.  The 
bank’s response to this letter is anticipated by January 29, 2013.  
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Principality of Monaco 
 
The Receiver engaged local counsel for the purpose of dealing with assets that are located at 
HSBC.  The PwC JOLs have noted transfers of funds from Alliance to HSBC in Monaco.   
The bank accounts at HSBC in Monaco are related to BC Capital Group Limited and BC 
Capital Group International Limited, both incorporated in Hong Kong.  On October 24, 
2012 the Receiver’s counsel wrote to the bank directing it to turn over control of the 
accounts and to produce records.  The Receiver has been advised that there is slightly less 
than $1 million in the bank.  The bank refused to turn over the funds. 
 
On December 5, 2012 the Receiver filed a motion for recognition.  On December 7, 2012 
the Court for the Principality of Monaco denied the Receiver’s application (Tab 11).  The 
rejection of the Receiver’s application was based on the fact that there is a money laundering 
investigation involving these funds being conducted by the Principal State Prosecutor. 
 
At some point in the future, the Receiver may be able to perfect a claim on these funds for 
the benefit of the investors. 
 
Switzerland 
 
The Receiver has only limited information about assets located in Switzerland.  The Receiver 
has been advised by its potential counsel in Switzerland that the process is cumbersome, very 
lengthy, and very expensive.  It is possible there are documents, bank accounts and a real 
property located in Switzerland.  The Receiver believes it can obtain all necessary 
receivership documents in other jurisdictions.  Unless and until more specific detail and facts 
arise about assets in Switzerland, the Receiver will defer any extensive investigation as it does 
not appear to be cost-beneficial. 
 
Hong Kong 
 
The Receiver has confirmed there are no current operations being conducted in Hong Kong.  
The business address in the official records the Receiver located in the Hong Kong 
corporate registry belongs to an accounting firm. 
 
The Receiver has engaged local counsel and is forming a strategy to gain control of the two 
corporate entities, whose assets are in Monaco and perhaps elsewhere. 
 
London 
 
The Receiver has confirmed that the offices located at 31 Green, Richmond, London are 
vacant.  No office furniture, computers, or documents are in the former premises. 
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Panama 
 
There were no business operations or assets in Panama.  The Receiver has engaged local 
counsel with the intent of seeking local recognition of the JOLs.  The Receiver believes this 
is a prudent course given the likelihood the assets associated with the Panamanian entities 
are located in other jurisdictions. 
 
Cayman Islands 
 
The Receiver engaged local counsel for the purpose of notifying two investment 
management companies managing three Battoo operated funds formed in February 2010 
and advising them of this Court’s Order and requesting any funds, information, or 
documents in their possession.  The Receiver is waiting on responses to these letters. 
 

Seven Investment Companies Controlled by/Related to Battoo and Invested 
by PIWM/PIWM-I Portfolios 
 
The following seven investment companies were formed in the BVI and were operated, 
controlled by, or related to Battoo: 
 

1. Anchor Hedge Fund Limited 
2. Galaxy Fund Inc. 
3. Two Oceans Fund Ltd. 
4. FuturesOne Diversified Fund Ltd. 
5. FuturesOne Diversified Fund SPC Ltd. 
6. FuturesOne Innovative Fund SPC Ltd. 
7. Phi R(squared) Investment Fund SPC Ltd. 

 
Investments by the PIWM/PIWM-I portfolios include investments in subfunds of these 
investment companies. 
 

Financial and Operating Matters Regarding Anchor Hedge Fund Limited 
 
General and Organization 
 
Anchor Hedge Fund Limited (Anchor Fund) was formed in the BVI on September 16, 2002.  
Anchor Hedge Fund Management Limited (Anchor’s Manager) is the investment manager 
of Anchor Fund and was formed in Hong Kong. 
 
Anchor Fund issued 100 non-participating voting common shares and the common shares 
are wholly-owned by Anchor’s Manager.  At October 29, 2011, BC Capital Group Limited 
(BC Capital Hong Kong, a company formed in Hong Kong and owned by Battoo) had a 
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65% ownership interest in Anchor’s Manager.  Therefore, Battoo has a 65% ownership 
interest in Anchor Fund’s common shares through BC Capital Hong Kong. 
 
The share class subfund information of Anchor Fund currently available to the Receiver is 
discussed below. 
 
Class A Subfund of Anchor Fund 
 
Class A Subfund of Anchor Fund (Class A of Anchor) is an individual reporting entity of 
Anchor Fund and commenced its trading on November 1, 2002.  At December 31, 2003, 
Class A of Anchor had the following investments with fair values totaling $5,678,549: 
 

 Class C Subfund of Galaxy Fund Inc., a Madoff feeder fund, with carrying fair value 
of $4,297,369 (average cost of $3,871,208) 

 Primero Fund Limited, a Madoff share class, with carrying value of $1,381,180 
(average cost of $1,320,015) 

 
At December 31, 2007, Class A of Anchor carried investments in various Madoff feeder 
funds with fair values totaling $26,871,724 (average cost of $19,465,736). 
 
On December 22, 2008 Anchor Fund informed its Class A investors about suspension of 
determination of the net asset value and consequent suspension of redemptions due to its 
investments in entities connected to Bernard L. Madoff Investment Securities LLC.   
 
Madoff was arrested on December 11, 2008.  On December 16, 2008 Battoo, as senior 
advisor to PIWM, sent an e-mail to two parties stating that: 
 

 “…..that the current Madoff situation will have practically no impact to its 
portfolios.” 

 “For a matter of record for now, PIWM-Insurance had no involvement with Madoff 
Securities LLC.” 

 
In December 2008 Battoo, using the title of Senior Advisor, PIWM and under the letter 
head of PIWM-I, informed the participants that: 
 

 “PIWM did not have any direct investments with Madoff or any counterparty 
(broker or trading) exposure to Bernard L. Madoff Investment Securities LLC” 

 “PIWM did carry a small nominal percentage of approx (0.20% - 2.9%) portion of 
indirect exposure through a diversified hedge fund.  Thus when accounted for, the 
impact will be less than (0.05% - 0.78%) depending on each client’s custom-tailored 
portfolio which is very low and well under 1.0%.” 
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As described below, Classes B and E Subfunds of Anchor Fund and Class C Subfund of 
Galaxy Fund Inc. also suffered a Madoff loss.  As the actual Madoff loss is currently 
undeterminable by the Receiver, the Receiver cannot decide whether the above statement 
made by Battoo to participants of PIWM and PIWM-I was reasonable or not. 
 
Madoff Bankruptcy Claims 
 
The Receiver has confirmed with the Madoff Trustee that no Madoff bankruptcy claims 
were filed in the Madoff bankruptcy proceedings by Anchor Fund or Galaxy Fund Inc.   The 
Receiver has been advised that the claims bar date has passed.  The reason that the claims 
were not filed may have been that the investments were made in Madoff feeder funds 
instead of in the registered Madoff estate. 
 
As Anchor Fund did not file claims in the Madoff bankruptcy proceedings, Anchor 
Holdings, LLC, an investment advisor and a nominee investor of Class A of Anchor, filed a 
$12,160,364.80 claim against Bernard L. Madoff Investment Securities LLC on behalf of its 
customers on June 25, 2009. 
 
Class B Subfund of Anchor Fund 
 
Class B Subfund of Anchor Fund (Class B of Anchor) is an individual reporting entity of 
Anchor Fund and commenced its trading on March 1, 2003.  At December 31, 2003, Class B 
of Anchor had the following investments with fair values totaling $3,520,130: 
 

 Class A of FuturesOne Diversified Fund Ltd. with carrying fair value of $914,302 
(average cost of $922,751) 

 Class B2 of Galaxy Fund Inc. with carrying fair value of $337,353 (average cost of 
$298,500) 

 Class CFSC of Galaxy Fund Inc. with carrying fair value of $300,000 (average cost of 
$300,000) 

 various third-party hedge funds with carrying fair values totaling $1,968,475 (average 
cost of $1,695,000) 

 
In short, Class B of Anchor’s investments at December 31, 2003 comprised of 44.08% in 
funds connected to Battoo and 55.92% (i.e., $1,968,475/$3,520,130) in third-party funds. 
 
The fair values of Class B of Anchor’s investments at December 31, 2007 amounted to 
$16,706,286 (average cost of $13,519,388).  Although the actual breakdown of the 
investments is currently not available to the Receiver, the Receiver believes that part of the 
investments, if not all, was connected to Madoff feeder funds.  On December 18, 2008 the 
board of directors of Anchor Fund informed the investors of Class B of Anchor that a 
significant portion of the underlying assets (not specified) of the class were “now illiquid” 
and would be “suspended for the foreseeable future.”  
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Class C Subfund of Anchor Fund 
 
Class C Subfund of Anchor Fund (Class C of Anchor) is an individual reporting entity of 
Anchor Fund and commenced its trading on June 1, 2005.  Class C of Anchor invested 
solely in Phi R(squared) Series 1, leveraged fund-linked certificates connected with Societe 
Generale of London and linked to Phi R(squared) Series I Leveraged Fund.   At December 
31, 2007, fair value of Class C of Anchor’s investment in the fund-linked certificates was 
$65,770,110 (average cost of $54,069,695). 
 
On October 13, 2008 Anchor’s Manager issued a “Suspension of Redemptions” notice to 
the shareholders of Class C of Anchor stating the following as reasons for redemption 
suspension: 
 

 “……that the Master Fund should switch part of its portfolio from the existing AA 
rated institution to another.” 

 “However, during this process both the existing and new counterparties do not allow 
any transactions to be made.” 

 “The Manager believes that following the completion of the transfer it will not be in 
the equitable interests of all investors for the Fund to immediately sell its most liquid 
assets to satisfy calls for liquidity at the Fund level as this would have the effect of 
further destabilizing the portfolio to the disadvantage of all investors.” 

 
The exclusive investment by Class C of Anchor in the fund-linked certificates, Phi 
R(squared) Series 1, the magnitude of the investment and the potential loss were not 
mentioned in the notice.   
 
Investments in fund-linked certificates by Class C of Anchor and by other investment 
companies controlled by or related to Battoo to be described below aggregated to 
approximately $140 million. Legal settlement resulting from the lawsuit brought by BC 
Capital Hong Kong on November 26, 2009 against Societe Generale of London was 
$15,750,000.  A net payment of $10,427,848.99 was received by the Receiver on October 2, 
2012. 
 
On January 31, 2012 the shareholders of Class C of Anchor were informed about the 
“claim” made by Reed Smith against a financial institution and its affiliates that sold Phi 
R(squared) Series 1 structured note to Class C of Anchor.  It also informed the shareholders 
that an agreement and settlement had been reached, the settlement sums were in escrow 
pending resolution of indemnity issues.  However, the amount of the settlement was not 
revealed on the notice. 
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Class E Subfund of Anchor Fund 
 
Class E Subfund of Anchor Fund (Class E of Anchor) is an individual reporting entity of 
Anchor Fund and is a euro fund that commenced its trading on April 28, 2003.  At 
December 31, 2003, Class E of Anchor’s investments comprised entirely of third party 
hedge funds  with fair values totaling €1,981,038 (average cost of €1,774,000). 
 
The fair values of Class E of Anchor’s investments at December 31, 2007 amounted to 
€16,993,765 (average cost of €15,405,674).  Although the actual breakdown of the 
investments is currently not available to the Receiver, the Receiver believes that part of the 
investments, if not all, was connected to Madoff feeder funds.  On December 18, 2008 the 
board of directors of Anchor Fund informed the investors of Class E of Anchor that a 
significant portion of the underlying assets (not specified) of the class were “now illiquid” 
and would be “suspended for the foreseeable future.”  
 
Class I Subfund of Anchor Fund 
 
Class I Subfund of Anchor Fund (Class I of Anchor) is an individual reporting entity of 
Anchor Fund and commenced its trading on December 1, 2003.  At December 31, 2003, 
Class I of Anchor’s investment comprised entirely of investment in Class A of Anchor with 
fair value/average cost of $1,205,761. 
 
The fair value of Class I of Anchor’s investments at December 31, 2004 was $3,665,445 
(average cost of $3,805,761) and the actual breakdown of the investments is not available to 
the Receiver.  Financial information for Class I of Anchor subsequent to December 31, 2004 
is currently not available to the Receiver. 
 
Swap of Assets between a Foreign Affiliate of a US Investment Advisor and A PIWM 
Portfolio 
 
On behalf of its US clients, a foreign affiliate of a US investment advisor entered into swap 
agreements on January 30, 2009 to exchange the following assets for an equivalent value-in-
kind participation in a PIWM portfolio: 
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Funds Nos. of NAV Participation

Controlled Share Suffering Shares NAV per value

by Battoo Classes from Swapped Dates Share at PIWM

Anchor Fund Class B Madoff loss 954.2663   06/30/08 1,321.3200$ 1,260,891.15$ 

Anchor Fund Class C Phi R(squared) loss 6,718.5105 08/31/08 1,245.5593$ 8,368,303.24$ 

Anchor Fund Class E Madoff loss 2,044.2208 06/30/08 1,346.0700€ 2,751,664.29€ 

FuturesOne

  Diversified

  Fund Ltd. Class C Phi R(squared) loss 2,081.8182 08/31/08 1,052.3007$ 2,190,698.75$ 

 
Subsequent to the swap, a PIWM portfolio became the sole owner of the four fund shares 
and a foreign affiliate of a US investment advisor became a nominee shareholder of a PIWM 
portfolio.  The Receiver believes that the swap arrangement was unfair to other shareholders 
of the PIWM portfolio involved in the swap, as assets with no or insignificant cash realizable 
values were contributed to the PIWM portfolio and the total number of shares was 
increased, which resulted in a dilution of net asset value per share.  
 

Financial and Operating Matters Regarding Galaxy Fund Inc. 
 
General and Organization 
 
Galaxy Fund Inc. (Galaxy Fund) was formed in the BVI in January 2000.  The Receiver was 
informed by a director of Galaxy Fund that Battoo became an advisor of Galaxy Fund 
around 2004 and was terminated in 2012. 
  
Galaxy Capital Management Limited (Galaxy’s Manager) is the investment manager of 
Galaxy Fund and was formed in Hong Kong.    
 
Galaxy Fund issued 100 non-participating voting common shares and the common shares 
are wholly-owned by Galaxy’s Manager.  Ownerships of Galaxy’s Manager at January 27, 
2012 follow: 
 
  Redrose Finance Ltd. (BVI)  55.56% 
  BC Capital Hong Kong  37.78% 
  Ramirez Research, LLC (Nevis)   6.66% 
 
Battoo has no ownership interest in Redrose Finance Ltd. or Ramirez Research, LLC.  
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Class C Subfund of Galaxy Fund 
 
Class C Subfund of Galaxy Fund (Class C of Galaxy) was a Madoff feeder fund.  
Shareholder holdings in Class C of Galaxy at September 30, 2008 were as follows: 
 

No. of

Units NAVs

EFG Private Bank Client Accounts:

#722750 393.0533     912,648.62$     

#755820 141.0527     327,516.75      

#736390 102.9947     239,148.10      

Subtotal 637.1007     1,479,313.47    

Eight (8) others 19,619.3864 45,555,155.02  

Total 20,256.4871 47,034,468.49$ 

Shareholders

 
 
The identities of the three EFG Private Bank account holders are currently not available to 
the Receiver. 
 
The investment of Class C of Galaxy was written down to zero at the end of 2008. 
 
Class MCF Subfund of Galaxy Fund 
 
Class MCF Subfund of Galaxy Fund (Class MCF of Galaxy) was frozen in March 2008 due 
to its investment in Phi R(squared) Series 2, leveraged fund-linked certificates linked to Phi 
R(squared) Series II Leveraged Fund.  Shareholder holdings in Class MCF of Galaxy at 
March 31, 2008 were as follows: 
 

 

No. of

Units NAVs

Redrose Finance Ltd., the 55.56%

owner of Galaxy's Manager 3,143.8275   3,488,314.56$  

Nine others 15,895.5253 17,637,470.23  

Total 19,039.3528 21,125,784.79$ 

Shareholders

 
 
The Receiver was advised by a director that Class G Subfund of Galaxy Fund had invested 
in Phi R(squared) Series 3, leveraged fund-linked certificates linked to Phi R(squared) Series 
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III Leveraged Fund.  The actual amount of investment is currently not available to the 
Receiver. 
 
Certain Other Share Classes of Galaxy Fund 
 
The Receiver has also obtained information regarding investor holdings of certain other 
share classes of Galaxy Fund at June 30, 2012.  They are summarized as follows: 

 

No. of NAVs

Units Held of Holdings

Class Alumni Value HF 4,000.0000   4,710,582.77$  

Class Alumni Series 1 7,437.5114   8,789,246.04    

Class ALLT 4,398.5539   3,973,864.92    

Class Special Situations 8,131.4057   11,014,338.39  

Class Special Situations II 2,237.7985   2,500,000.00    

30,988,032.12$ 

Subfunds 

 
 
The Receiver has reviewed the names of the investors in these five subfunds of Galaxy Fund 
and noted that none appeared to be connected to investment companies or portfolios 
operated/controlled by Battoo. 
 

Financial and Operating Matters Regarding Two Oceans Fund Ltd. 
 
The Receiver has limited information regarding Two Oceans Fund Ltd. (Two Oceans Fund) 
other than the following which the Receiver obtained from conversation with a director: 
 

 Two Oceans Management Limited of Hong Kong (Two Oceans’ Manager) is the 
investment manager  

 Two Oceans Fund issued 100 non-participating voting common shares and the 
common shares are wholly-owned by Two Oceans’ Manager 

 BC Capital Hong Kong currently has a 66.67% ownership interest in Two Oceans’ 
Manager 

 Two Oceans Fund has surrendered its fund license and changed its name to Two 
Oceans Capital 

 Two Oceans Capital is in wind-up mode and the net realizable value of assets to be 
liquidated is approximately $750,000, of which approximately $250,000 belongs to the 
PIWM/PIWM-I portfolios 
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Financial and Operating Matters Regarding FuturesOne Diversified Fund Ltd. 
 
General and Organization 
 
FuturesOne Diversified Fund Ltd. (Diversified Fund) was formed in the BVI on January 2, 
2002 and was authorized to issue 27 classes of participating redeemable preference shares.  
Innovative Financial Holdings Limited (Diversified’s Manager) was the investment manager 
of Diversified Fund and was formed in Hong Kong.   
 
Diversified Fund issued 100 non-participating voting common shares and the common 
shares are wholly-owned by Diversified’s Manager.  At August 20, 2011, BC Capital Hong 
Kong and BC Capital Group S.A. of Panama had 75% and 25% ownership interests in 
Diversified’s Manager, respectively.  Therefore, Battoo ultimately had a 100% ownership 
interest in Diversified Fund’s common shares. 
 
Diversified’s Manager ceased operations on October 31, 2010 and was dissolved on 
September 23, 2011.  Innovative Financial Management Ltd., a company formed and 
registered in Cayman Islands on October 14, 2009, became the new investment manager of 
Diversified Fund during 2010.  This matter is discussed in more detail below. 
 
Cross Liabilities 
 
The audit reports of Diversified Fund in general state that although the assets, liabilities and 
equity of each class are kept separate and segregated from the general assets of Diversified 
Fund, all of the assets of Diversified Fund are available to meet all of the liabilities of 
Diversified Fund, regardless of the class to which such assets or liabilities are attributable.  In 
the case of insolvency of any class, all of the assets of Diversified Fund attributable to other 
classes may be applied to cover the liabilities of the insolvent class. 
 
The cross liability issue is further discussed below. 
 
The share class subfund information of Diversified Fund currently available to the Receiver 
is discussed below. 
 
Class A Subfund of Diversified Fund 
 
Class A Subfund of Diversified Fund (Class A of Diversified) is an individual reporting 
entity of Diversified Fund and commenced its trading on February 1, 2002.  At December 
31, 2009, the carrying fair value of Class A of Diversified’s investments was $13,066,770 
(average cost of $13,838,360), of which $6,466,151 (i.e., 49.49% of $13,066,770) was 
investments in related parties as follows: 
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Galaxy Fund Inc. - Class RJT Subfund 844,602$   

Diversified Fund:

   Class B Subfund 3,395,997   

   Class O Subfund 1,587,492   

   Class F4 Subfund 638,060     

Total 6,466,151$ 
 

 
At December 31, 2009, the related party shareholders of Class A of Diversified were as 
follows: 
 

Related No. Net

Party of Asset

Shareholders Shares Values

Class B of Anchor Fund 38.1047   2,513,599$ 

EFG Private Bank a/c 797### 76.9333   5,074,943   

Total 115.0380 7,588,542$ 

 
EFG Private Bank a/c 797### is discussed in more detail below. 
 
The 115.0380 related party shares represented 47.35% of the 242.9534 outstanding number 
of shares of Class A of Diversified at December 31, 2009.  
 
In-Specie Subscription of Shares of FuturesOne Diversified Fund SPC Ltd. – 
Segregated Portfolio Series A 
 
FuturesOne Diversified Fund SPC Ltd. was formed in the BVI on February 16, 2010.  On 
March 4, 2010, the board of directors of Class A of Diversified resolved to cancel the shares 
in Class A of Diversified in exchange for shares of equivalent value in FuturesOne 
Diversified Fund SPC Ltd. – Segregated Portfolio Series A.  This resolution was ratified by 
written consent from the shareholders of Class A of Diversified (47.35% of them were 
related parties at December 31, 2009) and was effective on June 1, 2010.   
 
Consequently, Class A of Diversified ceased operations on June 1, 2010 and all its assets, 
liabilities and capital were transferred to FuturesOne Diversified Fund SPC Ltd. – 
Segregated Portfolio Series A as an in-specie subscription on behalf of the shareholders of 
Class A of Diversified.  In other words, the books of Class A of Diversified became the 
books of FuturesOne Diversified Fund SPC Ltd. – Segregated Portfolio Series.  The fair 
value of the net assets of Class A of Diversified at June 1, 2010 was $13,154,740. 
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The subsequent operations of FuturesOne Diversified Fund SPC Ltd. – Segregated Portfolio 
Series A are described below. 
 
Transfer of Assets of One Class of Diversified Fund while Other Classes were 
Insolvent 
 
As discussed below, Classes C, E and K2 of Diversified became insolvent due to their 
investment in or connection with certificates linked to Phi R(squared) Series II Leveraged 
Fund.  As discussed above, in the case of any class, all of the assets of Diversified Fund 
attributable to other classes may be applied to cover the liabilities of the insolvent class. 
 
It is obvious that the assets of Class A of Diversified were not to be used to cover the 
liabilities of Classes C, E and K2 of Diversified, but were transferred to a newly-formed 
entity, FuturesOne Diversified Fund SPC Ltd. – Segregated Portfolio Series A.  The 
Receiver is investigating this unusual transaction. 
 
Class B Subfund of Diversified Fund 
 
Class B Subfund of Diversified Fund (Class B of Diversified) is an individual reporting entity 
of Diversified Fund and commenced its trading on June 1, 2004.  At December 31, 2009, the 
carrying fair value of Class B of Diversified’s investment, entirely in a third-party hedge fund, 
was $10,743,931. 
 
In-Specie Subscription of Shares of FuturesOne Innovative Fund SPC Ltd. – 
Segregated Portfolio Series B 
 
FuturesOne Innovative Fund SPC Ltd. was also formed in the BVI on February 16, 2010.  
Under the same arrangements as in Class A of Diversified discussed above, Class B of 
Diversified ceased operations on May 1, 2010 and all its assets, liabilities and capital were 
transferred to FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series B as an 
in-specie subscription on behalf of the shareholders of Class B of Diversified.  The fair value 
of the net assets of Class B of Diversified at May 1, 2010 was $8,987,585. 
 
Information regarding related party shareholders of Class B of Diversified at December 31, 
2009 was not available to the Receiver; however, the related party shareholders of 
FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series B at December 31, 
2010 were as follows: 
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No. Net

of Asset

Shares Values

Class KONA of Diversified Fund 1,938.72 2,208,256$ 

EFG Private Bank a/c 797### 1,924.26 2,191,793   

FuturesOne Diversified Fund SPC Ltd. -

  Segregated Portfolio Series A 1,052.76 1,199,127   

Total 4,915.74 5,599,176$ 

Related Party Shareholders

 
EFG Private Bank a/c 797### is discussed in more detail below. 
 
The 4,915.74 related party shares represented 88.55% of the 5,551.85 outstanding number of 
shares of FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series B at 
December 31, 2010. 
 
The subsequent operations of FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio 
Series B are described below. 
 
Transfer of Assets of One Class of Diversified Fund while Other Classes were 
Insolvent 
 
It is obvious that the assets of Class B of Diversified were not to be used to cover the 
liabilities of Classes C, E and K2 of Diversified, but were transferred to a newly-formed 
entity, FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series B.  The Receiver 
is investigating this unusual transaction. 
 
Class C Subfund of Diversified Fund 
 
Class C Subfund of Diversified Fund (Class C of Diversified) is an individual reporting entity 
of Diversified Fund and commenced its trading on August 1, 2006.  Class C of Diversified 
invested solely in Phi R(squared) Series 2, leveraged fund-linked certificates connected with 
Societe Generale of London and linked to Phi R(squared) Series II Leveraged Fund.   At 
December 31, 2007, fair value of Class C of Diversified’s investment in the fund-linked 
certificates was $45,515,602 (average cost of $41,057,154). 
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On December 17, 2008 the board of directors of Classes C, E and K2 of Diversified sent a 
letter to the shareholders stating that: 
 

 “…….regarding certain counterparty issues that have materially impacted the Fund’s 
performance over the past year …...” 

 “…..the Board of the Fund has approved the immediate suspension of all redemption 
rights from the fund.” 

 
The exclusive investment by Class C of Diversified in the fund-linked certificates, Phi 
R(squared) Series 2, the magnitude of the investment and the potential loss were not 
mentioned in the notice.   
 
As stated above, total investments in the fund-linked certificates by the investment 
companies controlled by or related to Battoo aggregated to approximately $140 million and 
legal settlement was only $15,750,000 before legal fees.   
 
On January 31, 2012 the shareholders of Classes C and K2 of Diversified were informed 
about the “claim” made by Reed Smith against a financial institution and its affiliates that 
sold Phi R(squared) Series 2 structured notes to Classes C and K2 of Diversified.  It also 
informed the shareholders that an agreement and settlement had been reached, the 
settlement sums were in escrow pending resolution of indemnity issues.  However, the 
amount  of the settlement was not revealed on the notice. 
 
Class E Subfund of Diversified Fund 
 
Class E Subfund of Diversified Fund (Class E of Diversified) is an individual reporting 
entity of Diversified Fund and is a euro fund that commenced its trading on March 1, 2007.  
At December 31, 2007, Class E of Diversified’s investment comprised entirely of investment 
in Class C of Diversified with fair value of  €8,703,932 (average cost of €8,976,178). 
 
As stated above, redemptions on Class E of Diversified were suspended in December 2008. 
 
Class O Subfund of Diversified Fund 
 
Class O Subfund of Diversified Fund (Class O of Diversified) is an individual reporting 
entity of Diversified Fund and the date for its commencement of operations is currently not 
available to the Receiver. At December 31, 2009, the carrying fair value of Class O of 
Diversified’s investments was $5,199,514 and the breakdown is currently not available to the 
Receiver. 
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In-Specie Subscription of Shares of FuturesOne Innovative Fund SPC Ltd. – 
Segregated Portfolio Series O 
 
Under the same arrangements as in Class B of Diversified discussed above, Class O of 
Diversified ceased operations on May 1, 2010 and all its assets, liabilities and capital were 
transferred to FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series O as an 
in-specie subscription on behalf of the shareholders of Class O of Diversified.  The fair 
value of the net assets of Class O of Diversified at May 1, 2010 was $6,769,975. 
 
Information regarding related party shareholders of Class O of Diversified at December 31, 
2009 was not available to the Receiver; however, the related party shareholders of 
FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series O at December 31, 
2010 were as follows: 
 

No. Net

of Asset

Shares Values

FuturesOne Diversified Fund SPC Ltd. -

  Segregated Portfolio Series A 1,230.77 1,531,044$ 

EFG Private Bank a/c 797### 1,514.79 1,884,352   

Class KONA of Diversified Fund 705.79   877,982     

William T. Ziemba Investment

  Management Inc. 272.02   338,380     

Total 3,723.37 4,631,758$ 

Related Party Shareholders

EFG Private Bank a/c 797### is discussed in more detail below. 
 
The 3,723.37 related party shares represented 64.30% of the 5,791.19 outstanding number of 
shares of FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series O at 
December 31, 2010. 
 
The subsequent operations of FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio 
Series O are described below. 
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Transfer of Assets of One Class of Diversified Fund while Other Classes were 
Insolvent 
 
It is obvious that the assets of Class O of Diversified were not used to cover the liabilities of 
Classes C, E and K2 of Diversified, but were transferred to a newly-formed entity, 
FuturesOne Innovative Fund SPC Ltd. – Segregated Portfolio Series O.  The Receiver is 
investigating this unusual transaction. 
 
Summary of Diversified Fund’s Trading at MF Global Inc. 
 
MF Global Inc. (MF Global) was a futures commission merchant (“FCM”) that filed 
bankruptcy on October 31, 2011 and for all the investment companies controlled by Battoo, 
Diversified Fund was the only one having open accounts at this date.   On November 11, 
2011, Battoo, as the Senior Advisor of PIWM and under the letterhead of PIWM, informed 
the participants of PIWM portfolios that: 
 

 “MF Global has failed and filed for global bankruptcy protection on 31OCT2011.”  

 “Therefore due to the failure of MF Global, PIWM has determined we must 
temporarily suspend the 3Q quarterly 2011 valuations as it must await the settlement 
of the investments …...” 

 
On January 27, 2012, Battoo, as the Senior Advisor of PIWM-I and under the letterhead of 
PIWM-I, informed the participants of PIWM-I portfolios basically the same information 
described above. 
 
The Receiver has reviewed Diversified Fund’s trading at MF Global.  Trading account 
balances at October 31, 2011, date bankruptcy protection filed by MF Global Inc., and the 
subsequent receipts by Diversified Fund are summarized as follows:  
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FuturesOne A FuturesOne F1 FuturesOne F4

Investments Investment Investment

Ltd. Ltd. Ltd. Total

(total of 4 accts.) (total of 3 accts.) (total of 2 accts.)

Balances at

Oct. 31, 2011 1,775,335.88$  8,488.82$  951,904.41$  2,735,729.11$  

Wire transfers

received from

RJ O'Brien & 

Assoc., LLC, a

successor FCM:

Nov. 15, 2011 (224,149.78)     -          -              (224,149.78)     

Dec. 21, 2011 (43,060.40)      -          -              (43,060.40)      

Dec. 23, 2011 (832,774.99)     -          (682,217.99)  (1,514,992.98)  

Jan. 9, 2012 -                (6,090.64)  -              (6,090.64)        

Subtotal (1,099,985.17)  (6,090.64)  (682,217.99)  (1,788,293.80)  

Claim balances 675,350.71$    2,398.18$  269,686.42$  947,435.31$    

Special Purpose Vehicles

 
In order to limit cross liability across classes, special purpose vehicles were set up for trading 
at MF Global.  FuturesOne A Investments Ltd., FuturesOne F1 Investment Ltd., and 
FuturesOne F4 Investment Ltd. were solely owned by Class A of Diversified, Class F1 of 
Diversified, and Class F4 of Diversified, respectively. 
 
On October 31, 2011 open balances of Diversified Fund’s trading accounts at MF Global 
totaled $2,735,729.11.  Upon its bankruptcy, the bulk of MF Global’s customer accounts was 
transferred to RJ O’Brien & Associates, LLC (RJ O’Brien), a Chicago-based FCM.  Between 
November 15, 2011 and January 9, 2012, Diversified Fund received $1,788,293.80 from RJ 
O’Brien and various claims were filed with MF Global Inc. Claims Processing Center in 
January 2012 for the remaining balance of $947,435.31. 
 
Based upon the above, the at-risk amount due to MF Global’s bankruptcy was only 
approximately $950,000, which should not have become the reason for redemption 
suspensions on PIWM/PIWM-I portfolios. 
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Financial and Operating Matters Regarding FuturesOne Diversified Fund SPC 
Ltd. 
 
General and Organization 
 
FuturesOne Diversified Fund SPC Ltd. (Diversified SPC) was formed in the BVI on 
February 16, 2010 as a Segregated Portfolio Company with a single portfolio.  Innovative 
Financial Management Ltd. is the investment manager of Diversified SPC and was formed 
and registered in Cayman Islands on October 14, 2009.   
 
Diversified SPC was authorized to issue ten (10) non-participating Manager Shares.  
Manager Shares have no interest in Diversified SPC and its subfund, except for the return of 
capital paid up.  Also, only holders of Manager Shares are entitled to vote. 
 
Segregated Portfolio Series A of Diversified SPC 
 
Segregated Portfolio Series A of Diversified SPC (Fund A of Diversified SPC) is a 
segregated portfolio of Diversified SPC.  On June 1, 2010, Fund A of Diversified SPC 
commenced operations using net assets with fair value of $13,154,740 contributed by Class 
A of Diversified as described above.  At December 31, 2010, the carrying fair value of Fund 
A of Diversified SPC’s investments (comprised entirely of investments in investment 
companies not traded on an actual market) was $7,819,084 (average cost of $7,288,724), of 
which $4,194,381 (i.e., 53.65% of $7,819,084) was investments in related parties as follows: 
 

Galaxy Fund Inc. - Class RJT Subfund 837,751$   

FuturesOne Innovative Fund SPC Ltd.:

   Segregated Portfolio Series B 1,199,127   

   Segregated Portfolio Series O 1,531,044   

Diversified Fund - Class F4 Subfund 626,459     

Total 4,194,381$ 

 
At December 31, 2010, the related party shareholders of Fund A of Diversified SPC were as 
follows: 
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Related No. Net

Party of Asset

Shareholders Shares Values

EFG Private Bank a/c 797### 2,206.26 2,446,188$ 

Diversified Fund - Class KONA

  Subfund 1,626.30 1,803,162   

Total 3,832.56 4,249,350$ 

 
EFG Private Bank a/c 797### is discussed in more detail below. 
 
The 3,832.56 related party shares represented 40.75% of the 9,406.15 outstanding number of 
shares of Fund A of Diversified SPC at December 31, 2010.  
 

Financial and Operating Matters Regarding FuturesOne Innovative Fund SPC 
Ltd. 
 
General and Organization 
 
FuturesOne Innovative Fund SPC Ltd. (Innovative SPC) was also formed in the BVI on 
February 16, 2010 as a Segregated Portfolio Company and divided into two portfolios, Series 
B and Series O.  Innovative Financial Management Ltd. of Cayman Islands is also the 
investment manager of Innovative SPC.  
 
Innovative SPC was also authorized to issue ten (10) non-participating Manager Shares.  
Manager Shares have no interest in Innovative SPC and its subfunds, except for the return 
of capital paid up.  Also, only holders of Manager Shares are entitled to vote. 
 
Cross Liabilities 
 
In the event of insolvency of any segregated portfolio, the assets of the SPC attributable to 
other segregated portfolios may not be used to settle the liabilities of the insolvent 
segregated portfolio. 
 
Segregated Portfolio Series B of Innovative SPC 
 
Segregated Portfolio Series B of Innovative SPC (Fund B of Innovative SPC) is a segregated 
portfolio of Innovative SPC.  On May 1, 2010, Fund B of Innovative SPC commenced 
operations using net assets with fair value of $8,987,585 contributed by Class B of 
Diversified as described above.  At December 31, 2010, the carrying fair value of Fund B of 
Innovative SPC’s investment (comprised entirely of investment in a third-party investment 
company) was $5,826,722 (average cost of $4,946,539).  
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Segregated Portfolio Series O of Innovative SPC 
 
Segregated Portfolio Series O of Innovative SPC (Fund O of Innovative SPC) is a segregated 
portfolio of Innovative SPC.  On May 1, 2010, Fund O of Innovative SPC commenced 
operations using net assets with fair value of $6,769,975 contributed by Class O of 
Diversified as described above.  At December 31, 2010, the carrying fair value of Fund O of 
Innovative SPC’s investment (comprised entirely of investment in US treasury bills) was 
$6,710,883 (average cost of $6,694,207).  
 

Financial and Operating Matters Regarding Phi R(squared) Investment Fund 
SPC Ltd. 
 
Organization and Operations 
 
Phi R(squared) Investment Fund SPC Ltd. (Phi R(squared) SPC) was formed in the BVI on 
February 1, 2010.  Phi R(squared) Investment Management Ltd. is the investment manager 
of Phi R(squared) SPC and was formed and registered in Cayman Islands also on October 
14, 2009.   
 
According to private placement memorandums dated February 2010 and December 2010, 
Phi R(squared) SPC had a segregated portfolio named Segregated Portfolio Master Series 
(Fund MS).  
 
Financial information regarding Phi R(squared) SPC is currently not available to the 
Receiver; however, the Receiver has learned but has not yet been able to confirm that Phi 
R(squared) SPC, through a subfund, received an initial investment of $35 million. 
 
Phi R(squared) Master Series Investment Ltd. and EFG Private Bank a/c 797### 
 
Phi R(squared) Master Series Investment Ltd. (MS Ltd.) was formed in the BVI on July 7, 
2008.  Certain audit reports of Battoo-controlled investment companies indicate that EFG 
Private Bank a/c 797### is held by MS Ltd. 
 
As stated previously, the Receiver has reviewed certain investments in third-party hedge 
funds by PIWM/PIWM-I portfolios and observed that holdings on some of these 
investments are/were registered in the name of “EFG Private Bank (Channel Islands) Client 
Account 797###.”  Therefore, EFG Private Bank a/c 797### was/is the nominee holder 
of some investments in third-party hedge funds made by PIWM/PIWM-I portfolios. 
 
On March 1, 2010, Fund MS became the registered holder of 100 shares of MS Ltd.  As MS 
Ltd. holds a/c 797###, it in turn holds some of the investments in third-party hedge funds 
made by PIWM/PIWM-I portfolios; and subsequent to March 1, 2010, Fund MS may have 
become the sole owner of MS Ltd. and consequently may have held sole ownerships in some 
of the investments in third-party hedge funds made by PIWM/PIWM-I portfolios. 
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Financial information regarding Phi R(squared) SPC, Fund MS and MS Ltd. is currently not 
available to the Receiver.  The Receiver will continue its investigation on these entities and 
determine whether any of the investments held by them should belong to PIWM/PIWM-I 
portfolios.  
 

Other Activities 
 
Although the current investor records are not complete, a few investors have contacted the 
Receiver and have provided documentation about their investment. 
 
The Receiver subpoenaed a self-directed IRA administrator located in New Mexico for 
records pertaining to IRA investments made into the BC Common Enterprise.  Those 
records were recently received and are being analyzed. 
 
The Receiver requested that the IRA administrator not initiate an “in-kind” distribution 
because of potential serious tax consequences to the U.S. investors.  The administrator 
agreed not to initiate an in-kind distribution. 
 

Investor/Creditor Communications 
 
The Receiver is compiling information from multiple sources to develop a list of all known 
investors/creditors.  This process should be completed by the end of January, 2013.  
Thereafter, the Receiver intends to write to all investors/creditors and solicit documentation 
evidencing the amount of their investment(s) and any redemptions they may have received 
or any redemptions they requested and did not receive.  The Receiver will provide all 
information received from investors/creditors to the JOLs to assist in forensic work being 
conducted by the JOLs and for legal proceedings required under Bahamian law. 
 

Communications with Battoo 
 
On October 29, 2012 the Receiver sent an email to Battoo requesting a meeting.  That email 
was not responded to and bounced back to the Receiver after several days. 
 
On December 18, 2012 Kevin D. Seymour sent an email to Battoo on behalf of the JOLs 
requesting a meeting.  That email was not responded to and bounced back to Mr. Seymour 
after several days. 
 
On January 2, 2013 Mr. Seymour sent an email to Ruth Bowe-Darville requesting contact 
information for Battoo.  Ms. Bowe-Darville is a Bahamas based attorney that was engaged 
by Battoo.  Ms. Bowe Darville did not reply to Mr. Seymour. 
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Respectfully Submitted, 
 
 /s/ 
 
Robb Evans & Associates LLC 
Receiver 
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