Q&A

Exposing yet another player _
in the Bernie Madoff Ponzi scheme

By Tom Shean
The Virginian-Pilot

VIRGINIA BEACH

Bernard Madoff raised bil-
lions of dollars for his long-
running Ponzi scheme from
acquaintances in the New
York City area and south
Florida. Billions more
poured in from an assort-
ment of “feeder funds,” in-
cluding some at Fairfield
Greenwich Group. \

Soon after Madoff was
arrested in December,
Journalist Vicky Ward be-
gan looking into Fairfield
Greenwich, a New York in-
vestment advisory firm that
channeled more than $7 bil-
lion to Madoff. Muech of this
money came from overseas
investors.

What drew her in, Ward
told members of the Cen-
tral Business District As-
sociation of Virginia Beach
in a luncheon speech on
Wednesday, was the lavish
lifestyle led by Fairfield
Greenwich’s founder, Wal-
ter M. Noel Jr., his wife and
other family members in the
wale of Madoff’s arrest.

In a lengthy article pub-
lished earlier this year in
Vanity Fair magazine, Ward
described how the firm and
the family used their con-
nections in Latin America
and Europe to corral bil-
Hons for Madoff, Fairfield
Greenwich, meanwhile, col-
lected hundreds of millions
of dellars in management
fees from its investors.

Madoff, architect of
what’s considered the larg-
est financial fraud ever,
pleaded guilty in March to

federal charges of securi-
ties fraud, money launder-
ing and perjury. In June, he
was sentenced to 150 years
in prison,

"The Madoff firm held an
estimated $65 billion, in-
cluding several billion in
phony profits that he add-
ed to clients’ accounts over
the years.

At Fairfield Greenwich,
the management and own-
ers remain free but under
siege. As part of a settlement
with Massachusetts regula-

.tors, the firm agreed in Sep-

tember to pay $8 million to
reimburse Madoff victims in
that state. Fairfield Green-
wich neither admitted nor
denied allegations that it
failed to conduct due dili-
gence of Madoff’s firm and
misrepresented its lack of
due diligence to clients,

In addition, the court-ap-
pointed trustee overseeing
the remnants of the Madoff
firm is suing torecover $3.2
biltion from three Fairfield
Greenwich funds that made
withdrawals from their
Madoff accounts.

Ward, a centributing edi-

tor at Vanity Fair, elaborat-
ed on her investigation after
the speech.

Q.How did you become inter-

ested in a financial topic fike
the Madoff scandal?

A. Tve written sto-
ries about Morgan Stan-
ley; Carly Fiorina, the for-
mer chairman and CEQ of
Hewleti-Packard; and Bruce
‘Wasserstein, the late chair-
man and CEO of invest-
ment bank Lazard Ltd.
Steve Schwarzman, head

-

of the Blackstone Group,
once told me that the key to
understanding business was
to understand the people.
That’s what makes business
fascinating, the peaple. A key
to doing business isto be a

'good judge of people.

Q. What was it about Fairfield
Greenwich that caught your
attention?

A.Thad heard grumblings
around New York late last
year that the Noels kept show-
ing up at holiday parties. Peo-
pleinNew York were very up-
set about that, They couldn’t
believe that the couple would
get dressed and go out as if
nothing was wrong. People
had been so badly hurt from
dealing with Bernie Madoff.
That's when I talked to Gray-
don Carter, Vanity Fair’s edi-
tar, and he said, “We need to
do that story.”

Q. bid Fairfield Greenwich ¢k-
ents whose funds were invest-
ed with Madoff ever question
the financial results that he
claimed to he delivering?

A. Some clients did ask to
meet Bernie Madoff, but they
were told“No.” They were al-
ways given to Jeffrey Tucker,
aFairfield Greenwich princi-
pal who gave them this mum-
bo jumbo about a split-strike
conversion strategy. Anyone
who said, “Look, 'm not com-
fortable unless I meet and
talk with Madoff myself”
generally was told, “You can
take your money and find an-
other fund.”

Q. Whatis the status of funds
that the firm invested else-
where?

A, There was another
half of Fairfield Greenwich
funds, Those have been tak-
en over by new manage-
ment, The Noels are going
to be dealing with lawyers
for along time to come,

Q. What surprised you the
most during your investi-
gation of Fairfield Green-
wich?

A, It seems to me there
was a staggering lack of due
diligence and that they were
blinded by greed. Given
they wers making so much
money thanks to one man,
they were willing to leave
him alone. It seems at the
very least to have been
gross negligence,

Q. Are there any lessons to
be learned from what hap-
pened at Fairfield Green-
wich?

A, One is how careful
you have to be as an inves-
tor. You have to understand
what you're investing in and
why the managers are get-
tirg the fees that they do.

Q. What are you working
onnow?

A, I'm nearly finished
writing a book gbout Lehm-
an Brothers and five men
who rebuiit the company afe
ter it imploded in 1984.

The title is “The Devil's
Casino: Friendship, Be-
trayal and the High Stakes
Games Played Inside I.ehm-
an Brothers.”

It is due to be published
in Aprfil.
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It seems to me there was

a staggering lack of due
diligence and that they were
blinded by greed.”

Vicky Ward on the principals of Fairfield
Greettwich, e New York investnient advisory firn
that channeled more than §7 billionto Madoff,




