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Reference: FG-0000-brf-42041705 - -
Subject: Fairfleld Sentry Lid.
' G ' . Ihourpmvious'conﬁrenoecaﬁs,wahgvcinform;dymaboutﬂiofactthathCBcrmuda
: ' had a meeting in Docember 2004 with Bemard L. Madoff Investments Securities LLC

(bercafter ‘BLM') in ordist to obtiin and/or-update PwC's

Tho procedures performed by PwC Bermuda wero énly directed tomards obizinfogan
understanding of certain procedures and organisation aspocts of BLM for the pipose of

gaining comfort thereon for the audits by several PwC offices of a numbes of funds having
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interview with Mr Madoff (heoeaper “BM) No testinig of controls and procedures was
pezformed, o _ ' . -
 This memo has been propared solely for the uso of ths management of Fairfield Sentry

- Limited and inay not tis dkh:!bmadtoanyothcrpgrfy.Asaéameqnmcwodouotampg
- OT assume 'aayliabilityotduty of care to any othier person to whop this report Is shownor
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Appéndlx 1- Summary of px;o'qedurec performed at BLM

By means of an Intérview with B, the following controls ad procedites weze discussed |
in order to obtain a better understanding of ths internal control framowork at BLM,

4] InyesnncntAdvismg(?tp!;t office) functionn

: .-—:W T 3) Segrégation of the advisory/front office ﬁh:cdonﬁmhthc broker, aécbuﬁﬁngéﬁﬂ

. oustodial departments;
b) Trading process for the strategy;

¢). SEBurity over the trading terminals and/or the rooms from whicli ths traders

¢) Reporting to cil.a'@}s (copics of trade confirmations and blotters and what level of - .

A S reports swmmarising investment transactions, receipts and disbursements, agsst -
- c .. ho!dj_ngs. and income ate provided on regular basis to the client) -

Inquire about grouping or bunching of orders and the procedures for the Advisor

)
authorising the order size for our olients, the Advisor’s procedure

ros for menitoring
the allocation of bunched trades, and the monitoring in place at the trading - .
: for ensuring decurate allocation of buriched arders .

8) Monitoring of Advisory of the results of the Py agrinst expestations (roles and

" b) Procedures I respect of review by the Advisor if own trading

records matchzs with

the broker-generated Hsting of daily trades (P&S), and monthly activity statements

1) Procedures in rospeet of reconciliation by the Advisor of open trade
-2nd total fund equity to broker trade confirmations ona rogular basis;
D .

in regpect of errors relating to the above matching and reonciling being

resolved on a timely basis;

account);

k) Procedures (and activity) regarding stock lending (3f any is allowed on the Fund's
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2) Brokmge'ﬁmcﬂan . . L .
a) Prooedures in respect of maintaining brokerage sccounts fn line with the _
Lustomir/margin account agreement; o 4 .
b) Controls in placato engurs trading orders sccepted ars in line with the account type -
held by the Fund; o . T :
) 1’“’“@1)“ In respeot of pledging activities (that would require consideration under
- PAS140) - L - :

© ' 3) Custodian function-

- 8) What entlty 2ota a3 custodian within l\{fadoﬁ"a group 6fcompa‘:_ues;

. b) Are thers mny other sub-custodial or elearing armygements;

| and subonstodians; 00
€) Follow-up procedures for exception reports;
f) Any liens or rights over the custody of tho fund’s assets;

" 4) Role of the Internal Audit fction
' 5) Monitoring of fraud risk

6 Remﬂator_y'@ttem '
7) Other . SR :
8) Organisation background -
b) SOX ,
¢} Rols of BM in industry Committees -

@
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For n number of provedures no changes as to prior years wees noted, A

~ and reconellintlons are performed clectronically snd en & daily basls, The tading process
- for the stratogy “aplit strike conversion” is alse inftiated by the system without trader . -

T 'takminoxdprﬁnéfe'suaidthownﬁnmty'(awh as other sites in Quosns and additiona]
y ) _ capacity inths Lox;;!an p’ﬂice). Trading levels have alaq been programmed, - T

- or pledging activity.

. O | ‘ " The US reguleted broker-dealer of BLM is acting as the custodian., Thero are aguemqﬁs ’
- ~with other US cugtodians, PwC was informed that genorally sxceptions are resolved before

. settlement,

" - PWC was informed that thero I 3 Interaal Audit deparimont that does perlodio reviews of
“Systerns and recaneilintion prooessds. Thers is fraquent reporting to BM as woll as to the

. Budit committes of BLM.

-Risk of fimud iy beinig sorutinized olosely. Monitoring of Gommunications has been In place E

&8 well ai blocking of sutgoing emsil and messaging for traders.

PwO was infhmedth&,tthmhayc' not been any regulatory matters impacting
a complignce point of view it hes also been noted that BM has n eat ju the
Reserve's Rate Commities and the SEC Advisory Committee on Market

DMtinn_ofMuket Regulation. -
PWC was infbemaod that SO is o appliceble to BLM,

BLM. From _

Federal
Information,

For 3004 a staindard oloas lottr of inferal control was lssued by BLMs auditors: PwG has
~reacived a eopy of this letter, Por 2004, according to BM a clean SEC Rule 17a report was

- Issued in Docember 2004, PwC Bas not yot reesived a copy of this report.
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