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To all Emerald Financial Group customers, investors and counterparties  

Introduction  

This is the fourth general communication to parties interested in the Emerald Financial 
Group from the Official Receiver/Provisional Liquidator (“OR”), acting through his 
agent, KPMG Advisory Limited. 
 
On August 3, 2009, the winding up petitions were heard by the Supreme Court of 
Bermuda, and winding up orders were made in respect of: 

• Emerald Financial Limited  
• Directrade Ltd  
• Emerald Investment Management Limited  
• EFG Select Funds Limited (incorporating the Emerald High Income Fund)  
• Emerald Strategic Focus Funds Limited (incorporating the Emerald Strategic 

Growth Themes Fund, known as the Emerald Strategic Growth Fund). 

Accordingly, these companies are now in liquidation under the supervision of the Court.  
The OR remains the Provisional Liquidator, until his appointment as liquidator is 
confirmed at the first meetings of creditors and shareholders.  Formal notices convening 
these meetings will be issued in due course. 
 
The hearing of the winding up petition in relation to Emerald Capital International 
Limited was adjourned until August 10, 2009. 
 
Alternative brokers for Private Client customers of Emerald Financial Limited  
(“EFL”) 
 
The priority of the OR has been to secure, where possible, an orderly transfer of 
customer’s accounts to alternative brokers.  In this regard, I am pleased to be able to 
report in this communication that the OR is in a position to give guidance to EFL 
customers on those brokers who have expressed willingness to the OR to work with EFL 
customers. 
 
As mentioned in the previous update, the OR is not in a position to recommend a 
particular course of action for EFL customers, although whether you are an on-line 
customer using the Directrade portal or hold a private client account with EFL, it must be 
emphasised that “doing nothing” is not an option.  As EFL is no longer a licensed broker, 
YOU MUST transfer your affairs to an alternative broker or sell your investments 
purchased through EFL or Directrade. 
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Listed below are the details of brokers who have worked with the OR and the Bermuda 
Monetary Authority (“BMA”) to prepare for an orderly transfer of EFL customers’ 
accounts.  Please note, none of the brokers listed have at this time committed to accept 
any EFL customer approaching them.  In each case, customers should expect to comply 
with each broker’s client acceptance policies (often referred to as “know your customer” 
requirements).  The broker alone will be the party who determines whether or not to 
accept any customer of EFL as a customer of that broker. 

In each case, the broker has agreed to share, for a limited period of time, their normal 
commission with EFL or Directrade as compensation for this introduction.  This sharing 
mechanism does not result in any additional cost to the customer. 

BAIS 
 
Bermuda Investment Advisory Services Limited (BIAS) is a CFA owned and managed 
wealth management company providing investment services since 1992.  BIAS’ service 
structures are: 
 

• BIAS Global Portfolios – Clients with $25,000 or more to invest select a 
combination of the three asset allocation packages (Income – Low Risk, Equities 
– High Risk, Balanced – Moderate Risk) managed by BIAS’ portfolio 
management group.  Monthly savings plans are available.  

 
• BIAS Global Securities – Clients with $1 million or more to invest and who 

want to make their own investment decisions.  Custodian is Pershing LLC.  
 

• Managed Portfolio Service – Clients with $5 million or more to invest in a 
segregated account managed by BIAS’ portfolio management group on a 
discretionary basis.  

 
In the first instance, please contact either Mark Melvin or Michael Gill on 292-4292 for 
more information.  Mark’s email address is mmelvin@bias.bm and Michael’s is 
mgill@bias.bm.  For more information on BIAS and our service structures, check our 
websites www.biasglobalportfolios.com, www.biastrade.com and www.bias.bm.   
 
Bermuda Asset Management 
 
Bermuda Asset Management Ltd. (BAM) is the Island's oldest independent investment 
management firm, having been established over 21 years ago. E.T. (Bob) Richards, the 
firm's founder, personally oversees all client accounts. 
 
We initially discuss every client's needs and objectives, then we custom design a 
portfolio to satisfy them. 
 

mailto:mmelvin@bias.bm
mailto:mgill@bias.bm
http://www.biasglobalportfolios.com/
http://www.biastrade.com/
http://www.bias.bm/
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At BAM all accounts are separate and are not commingled. Local or international banks 
custody all client assets to provide complete security. 
 
In these turbulent economic times the wise move is to go with a firm you can trust, a firm 
with experience. We have an excellent, independently verified, investment track record 
dating back to 1990 that speaks to our expertise. 
 
Visit our website: www.bermudaasset.com 
Contact us at info@bermudaasset.bm 
Tel: 292-4708 
 
 
Bermuda Offshore Investment Services 
 
Bermuda Offshore Investment Services (BOIS) offers private, confidential, financial 
services to corporate, trust and individual clients. BOIS provides independent, unbiased 
investment advice including investment portfolio review and analysis, segregated and 
comprehensive financial planning, and strategic investment planning. Working closely 
with each of their clients, Bermuda Offshore Investment Services ensures each of their 
unique needs and requirements are met through the implementation of high quality 
investment solutions. Contact Matthew Cairney FICB, CFP at 296-7247 or by email 
info@bois.bm, web: www.bois.bm 
 
LOM Securities (Bermuda) Limited 
 
LOM is a full service, independent investment firm founded in Bermuda over 16 years 
ago.  We offer truly global access to stocks, bonds, futures, options, and commodities on 
markets worldwide.  We also offer access to a wide range of mutual funds, including our 
own suite of LOM funds.  Visit us at www.lom.com for more information.   Account 
statements can be accessed online 24 hours per day.   Our 1,500 customers in 75 
countries around the world count on LOM for personal customer service and efficient 
trade execution.   We welcome former Emerald customers.  Please call Tanya Kramarska 
at 292-5000 for further information, or email emerald-info@lom.com.  It would be 
helpful if you include information about your current portfolio holdings in your email. 
 
North Atlantic Asset Management Limited 
 
North Atlantic Asset Management Ltd is a wholly-owned subsidiary of BF&M Limited 
and is licensed by the BMA under the Investment Business Act. We offer personalized 
investment advice to individuals and to corporations. We currently invest in around 90 
different funds with over 30 mutual fund companies, such as Legg Mason, MFS, Morgan 
Stanley, and Templeton. We focus on building diversified portfolios to better protect the 
investments in client accounts. We stress a low-fee philosophy so that more of the returns 
flow to the clients. We also provide monthly or quarterly account reporting. Our staff is 
highly educated; including Eric Bean with a bachelor degree in Accounting from 

www.bermudaasset.com
mailto:info@bois.bm
http://www.bois.bm/
http://www.lom.com/
mailto:emerald-info@lom.com
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Howard’s University, Miguel Daponte with a MBA in Economics and a Chartered 
Financial Analyst (CFA) designation, and Patrice Horner with a MBA in Finance and is a 
Certified Financial Planner (CFP). Our professional designations bind us to a high ethical 
code. Please give us a call on 296-8288 for assistance with your account. 
 
You will see from the brokers’ promotional material (which the OR has not verified in 
any way) that certain brokers specialize in certain types of business.  Which broker or 
brokers you choose to use is entirely your choice.  This communication is not, and should 
not be read as being a recommendation for you to use a particular broker.  It is possible 
for you to use more than one of these brokers, or indeed to use any other broker you 
choose who may not be listed above. 
 
You should contact your chosen broker directly, using the contact details above if you 
wish to transfer your brokerage account to them.  Please note that neither the OR nor his 
agents can make this decision for you, nor are they in a position to act as the contact 
between you and your chosen broker. 
 
Each broker will have their own information requirements, however, it is likely that as a 
minimum each broker will require you to: 
 

• Complete their application form 
• Verify your identity and address in accordance with the Know Your Customer, 

Anti-Money Laundering and Anti-Terrorism Financing laws and regulations 
• Provide a copy of your recent brokerage statements (from Pershing or any of the 

of the asset management companies or other custodians where you hold 
investments)  

• Complete the required Change of Broker form. 
  
As previously advised, customers remain free to transfer their affairs to an alternative 
licensed broker at any time, subject to that broker being appropriately licensed for your 
type of investment.  A full alphabetical list of licensed brokers is available on the BMA 
website. The link is provided here again for ease of reference: 
 
http://www.bma.bm/investment/investment-business/licensed-entities.asp  
 
The current custodians, notably Pershing LLC (“Pershing”), have indicated that there will 
be a transition period during which customers will be expected to either (i) transfer their 
accounts to either a new broker (which may or may not use Pershing as clearing agent / 
custodian) or (ii) liquidate their portfolio.  If you do not exercise either option (i) or (ii) 
within that period the custodians will contact you directly. There will be a further grace 
period from delivery of these letters, after which the custodian may be entitled to 
liquidate or sell customers’ portfolios itself, returning the proceeds of such sale to the 
customer thereafter.  Customers will be contacted directly by the custodian in such 
circumstances. 

http://www.bma.bm/investment/investment-business/licensed-entities.asp
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Customers with an on-line brokerage account through Directrade Limited 

The circumstances of Directrade customers are as described for EFL Private Client 
customers above.  Pershing does not differentiate between Directrade and EFL’s Private 
Client customers for the purposes of the transition period described above.  Pershing will 
contact you directly in this regard. 

The Directrade facility (via www.directrade.bm) will continue to operate for liquidating 
trades during the transition period. 

There is no other licensed broker in Bermuda that has expressed to the OR willingness 
(or ability), at this time, to offer an alternative on-line trading platform.  We understand 
that there is the possibility of an alternative platform being established in Bermuda, 
however, we do not know when this platform will be available.  We can give no 
assurance that this will be available before the end of the transition period described 
above. 

If you have not made alternative arrangements as regards your portfolio, and other affairs, 
with Pershing, you may be subject to an enforced sale or liquidation of your portfolio, 
with the proceeds of sale being returned to you thereafter. If you choose to do nothing, 
you do so entirely at your own risk. 

Selling investments held in custody by Pershing  
 
If you wish to sell all your investments at this time, the process is as set out  in our last 
communication Namely:  You can send a fax, signed by the authorised signatory on the 
account, including your:  

• Account name  
• Account number  
• Instruction to liquidate all investments held in your EFL or Directrade account 

where Pershing acts as your clearing agent and custodian, with sale proceeds to be 
sent to your bank account (for which you will need to supply details) 

• Evidence that you have the authority to issue these instructions if you are doing so 
in relation to an account in the name of a company, partnership, trust account etc.  

This fax should be addressed to Pershing as your custodian and sent to +1 201 451 
1090.   We understand that certain customers have had difficulty getting through on this 
number in the past.   We are assured by Pershing that this number is operational and 
demand has been such that the lines may be busy when you first try; Pershing advise 
customers to keep trying and appreciate your patience and persistence. 
 
Pershing has also made available a phone number, +1 201 761 5499, where a message 
can be left to confirm your balance or issue liquidation instructions.  Please note that any 

http://www.directrade.bm/
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liquidation instructions by telephone will require confirmation via fax.  Executing these 
liquidation trades will be subject to a reduced commission. 
 
Investors with holdings of units in Franklin Templeton Investments Corp 
(“Franklin Templeton”) funds – NOT held via Pershing 
 
If you hold units in Franklin Templeton funds, they will be in your own name and you 
will have been receiving statements direct from Franklin Templeton. 
 
Franklin Templeton is not permitted to act on instructions from a retail customer, unless 
the signature has been verified by a representative of a licensed broker, which has met the 
Know Your Customer, Anti-Money Laundering and Anti-Terrorism Financing laws and 
regulations requirements in relation to that customer. 
 
BOIS and BIAS, for which details are given above, is licensed brokers with an existing 
relationship with Franklin Templeton. 
 
You have three options in relation to these units: 

1. You can seek to transition your brokerage relationship in its entirety to BOIS or 
BIAS, or an alternative existing brokerage client of Franklin Templeton, and keep 
these units 

2. You can seek to transition your brokerage relationship only in relation to these 
units to BOIS or BIAS, or an alternative existing  brokerage client of Franklin 
Templeton, and keep these units 

3. You can choose to liquidate these units. 
 
If you chose option 3, your new broker will contact Franklin Templeton on your behalf to 
have these units liquidated. 
 
Investors with holdings of units in Fidelity Investments Canada ULC (“Fidelity”) 
funds – NOT held via Pershing 
 
If you hold units in Fidelity funds, they will be in your own name and you will be 
receiving statements on Fidelity letterhead (rather than that of Emerald Group or 
Pershing). The OR is working with the lawyers acting for Fidelity to have these units 
released to customers.  Further updates on this will be given in due course.  
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Investors with holdings of products offered by Man Investments AG (“Man”) 
 
If you hold Man products that are not in the custody of Pershing, your situation will 
depend on the Euroclear status of these products.  Those that can be cleared via Euroclear 
will appear on your Brokerage Statement received from Pershing.  If this is the case, 
please refer to the earlier sections relating to Pershing, as the rest of this section will not 
apply to you. 
 
If you hold Man products that are not shown on your Brokerage Statement received from 
Pershing, they will be retained on Man’s own register on your behalf. The OR is working 
with the lawyers acting for Man to have these products released to customers.  Further 
updates on this will be given in due course. 
 
Investors in the Emerald High Income Fund  
 
Investors who bought non-voting redeemable shares in EFG Select Funds Limited (“EFG 
Select”) participated in the Emerald High Income Fund (“High Income Fund”).  The 
assets of the High Income Fund are predominantly debentures issued by New Solutions 
Financial (II) Corporation (“New Solutions”), a Canadian provider of commercial debt 
finance. The OR has not undertaken any due diligence on either New Solutions or the 
assets underlying the debentures. 
  
No evidence of an insurance policy protecting High Income Fund investors’ exposure has 
been located.  New Solutions have confirmed that they purchase credit default insurance 
as part of their own risk management procedures. However, New Solutions is the 
beneficiary of this insurance, not EFG Select, and therefore High Income Fund investors 
remain wholly exposed to non-performance of the New Solutions’ debentures. 
 
The “guarantee” protecting the High Income Fund allegedly referred to by Emerald sales 
staff and in marketing materials, was provided by another Emerald Group company, 
namely Emerald Investment Management Limited (“EIML”).  EIML is in liquidation. 
EIML’s ability to perform in relation to this guarantee depends upon its own financial 
position.  Our initial analysis of EIML’s financial status leads us to believe that it is 
insolvent  As a result EFG Select Fund investors may not receive any benefit from this 
guarantee should they need to call upon it. 
 
We have undertaken a preliminary financial review of EFG Select and, after fully 
discounting receivables from related parties and before allowing for the ongoing costs of 
administration of EFG Select, it appears that as much as 90% of investors’ funds (that 
is, non-voting redeemable shares issued by EFG Select) are supported by bona fide assets 
(being debentures issued by New Solutions).   
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You should be aware, however, that  the ultimate outcome for High Income Fund 
investors will depend upon actual realisations from the debentures issued by New 
Solutions, the existence of investors not recorded in the books of EFG Select Funds (if 
any) and the costs incurred in administering EFG Select’s liquidation.  No assessment of 
these items has yet been made so no conclusive statement can at this time be made as to 
the level of recovery EFG Select Fund investors will make on their investments. 
 
Within the next 4 weeks, the OR will be contacting High Income Fund investors to 
confirm that the amounts recorded in the books of EFG Select Fund as being the 
outstanding amount due to investors are correct.  This will ensure we have up to date 
records. 
 
The OR will then place an advertisement seeking information from any other persons 
who believe they have High Income Fund investments but have not yet received a 
confirmation letter of their holdings from the OR.  The purpose of this is to identify 
investors who may have invested in the High Income Fund but have not been recorded as 
an investor in the books of EFG Select. 
 
Thereafter, the OR will contact, by letter, all High Income Fund investors to give notice 
of the first investors’ (that is to say, shareholders’) meeting.  It is intended that the notices 
of the meeting will be sent out in early September, with a view to an investors’ meeting at 
the end of September.  This meeting is a statutory requirement and attendees will be 
asked to vote on who should be appointed as permanent liquidator of EFG Select and 
whether a committee of inspection should be appointed.  The OR will also use this 
meeting as an opportunity to update investors on the outcome of the analysis described 
above, outline the options available to investors with respect to their funds and, if 
appropriate, canvas the views of those attending regarding the progress of the liquidation. 
 
In the meantime, the OR has been receiving the proceeds of maturing debentures from 
New Solutions, and these will be deposited in the EFG Select’s bank account pending the 
outcome of the review and meeting discussed above. 
 
Investors in the Emerald Strategic Growth Fund  
 
Investors who bought redeemable shares in Emerald Strategic Focus Funds Limited 
(“ESFFL”) were investors in the Strategic Growth Themes Fund (“Strategic Growth 
Fund”).  The assets of the Strategic Growth Fund are predominantly cash and technology 
stocks listed on American stock exchanges. They are held in custody on behalf of the 
Strategic Growth Fund by Pershing, and the investment manager is TH Fitzgerald & Co. 
 
The Strategic Growth Fund was marketed as a traditional “pooled investment scheme”.  
Under such a scheme, investors contribute investment funds and buy “units” in the fund, 
which in turn makes investments in underlying assets.  As the value of the underlying 
assets changed (upwards or downwards) through market movements and the application 
of interest, dividends and operating costs, the value of the fund units moves.  Investors in 
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such a scheme would typically have visibility as to the value of their investments through 
a NAV statement published monthly or quarterly. 
 
The ultimate financial outcome for investors in the Strategic Growth Fund will depend 
upon the actual realisations from ESFFL’s assets and the costs incurred in collecting 
these assets and administering the liquidation. 
 
Initial indications from the facts available are that investors should receive a substantial 
return of capital on their investment in the Strategic Growth Fund.  The nature of this 
NAV-based purchase and redemption mechanism does not, however, guarantee a return 
at par value (that is, a return of all capital invested). 
 
The process and timing for the financial analysis of the Strategic Growth Fund and 
updating of investors will be as described for the EFG Select High Income Fund above. 
 
American International Investors Trust Plans  
Marketed by Emerald Financial Limited as the “Pay Yourself First Plan” 
 
The OR has become aware that EFL offered to customers Pay Yourself First Plans. 
 
Review of an example agreement indicates that this is an insurance Plan, whereby 
American International Investors Trust, holds an insurance policy issued by American 
International Insurance on trust for the benefit of EFL customers. 
 
The OR has confirmed with American International Investors Trust that EFL acted as a 
sales agent only, it is not a party to these Plans.  As a result, the liquidation of EFL has no 
impact on these insurance policies. 
 
Should you have any queries with respect to this product, please contact American 
International Investors Trust’s customer service office in Miami on +1 305 603 1400. 
 
Investors in other Emerald, or apparently related entities, namely Costa Rica 
Condo Plus LP I and EFG International Realty LP 1 
 
As previously communicated, it is understood that the principals of the Emerald Financial 
Group were involved in the promotion of certain real estate investments made through 
the above companies.   A number of investors have made contact in connection with 
these investments, however, the OR has not been appointed in respect of these entities.  
 
We have seen agreements that indicate that EIML is the general partner of EFG 
International Realty LP 1.  There appear to be no material records of this entity at the 
Emerald offices and we are therefore making enquiries of the principals of Emerald.  At 
this time we do not know what value there is in this partnership or what it invested in.  
We will provide an update as our enquiries progress. 
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The OR would like to acknowledge the patience and understanding demonstrated by 
Emerald customers and investors so far in this process.  The information provided by 
customers and investors has also greatly assisted the OR in the discharge of his duties. 
 
Please do send any further information, or specific queries you might have that are not 
addressed above, to: emeraldinfo@kpmg.bm  

As previously advised, a website has also been set up to which all communications with 
interested parties will be posted.  The website address is: www.emeraldfinancial.info . 

 

Charles Thresh 
Managing Director 
KPMG Advisory Limited (as agent for the Official Receiver/ Provisional Liquidator) 
 
August 7, 2009 

mailto:emeraldinfo@kpmg.bm

