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"IN THE UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF TEXAS e
SAN ANTONIO DIVISION FILED .
SECURITIES AND EXCHANGE §
COMMISSION, g 0CT 22 1999
. o L0 w : : .
Plaintiff, g M.& sl?rlnﬂmm 19 E‘)‘ti's
v, § C
§
INVERWORLD, INC., §
INVERWORLD SECURITIES, INC., §
IWG SERVICES, LTD., § CIVIL ACTION NO.: SASSC0822FB
IG SERVICES, LTD., §
JOSE P. ZOLLINO, and §
GEORGE F. FAHEY, §
§
_ Defendants, §
and §
§
LHH PARTNERSHIP, LTD., §
§
Relief Defendant. §

ORDER APPROVING PROTOCOL
Upon the request of Len B. Blackwell and J. Robert Medlin, the court-appointed receivers
of Inverworld, Inc, Inverworld Securities, Inc., and LHH Partnership, Ltd., for entry o{ an order
approving the sttached stipulation(“?mto.col"), a true and correct copy of which is attached hereto
as Exhibit A, and it appearing that the Court has jurisdiction over this matter; and it further
appearing that the Protocol is appropriate under the circimmstances, it is ORDERED that the Protocol

is hereby approved.

Dated: OctoberZAS 1999. @{ @;;_.

HONORABLE FRED B
UNITED STATES DISTRICT JTUDGE
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EXHIBIT "A"

UNITED STATES BANKRUPTCY COURT
WESTERN DISTRICT OF TEXAS
SAN ANTONIO DIVISION

in re: §

§
PETITION OF LEN B. BLACKWELL §
FOR THE ESTATE OF L.G. SERVICES §
LTD., DEBTOR IN FOREIGN

PROCEEDINGS.
CASE NO. 99-53168-C

In re: (iointly administered)
PETITION OF CHRISTOPHER J.
HUGHES FOR THE ESTATE OF IWG
SERVICES LTD., DEBTOR IN
FOREIGN PROCEEDINGS.

SO0 U7 SO OV LY WO SO SN LN

STIPULATION REGARDING CROSS-BORDER INSOLVENCY PROTOCOL

Subject to authorization from the Cayman Court, Len B. Blackwell and
Christopher D. Johnson of PricewaterhouseCoopers ("PwC"), as foreign
representatives of IG Services Lid. ("IGS®), and subject to authorization from the
English Court, Christopher J. Hughes and Andrew Mark Homan of PwC, as foreign
representatives of IWG Services Lid. (TWG"), and Len B. Blackwell and J. Robert
Medlin of chlas recealvers for iInverWarld, Inc. and InverWorld Securities inc., enter
into this Stipulation ﬁegavding Cross-Border Insolvency Protocal, as follows:

| PRELIMINARY STATEMENT
The purpose of this stipulation is to ensure the.just. efficient, and speedy

administration of pending insolvency proceedings involving IGS and IWG in three
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separate juris&ictions and, to the extent necessary, the SEC Receivership, referred
to in paragraph 16 bslow. Thus, It is in the interests of all parties (including the
liquidators of IGS, the provisional liquidators of IWG, and creditors of, and investors
with claims against assets held by, IWG and IGS) to seek to cooperste in the
conduct of the insolvency proceedings for IWG and IGS with a view to:

)] minimizing the total costs incurred by the fiquidators of IGS (*Cayman
Liquidators”) and the liquidators of IWG ("English Provisional
quuidators") in protecting investors' and creditors’ Interests, in
particular by avoiding unnecessary duplication between the tasks

carried out by the Cayman Liquidators and the English Provisional
Liquidators and unnecessary litigation or court applications;

(i) avoiding any potential conflict batween the insolvency proceedings in
the different jurisdictions;

(i) ensuﬁn§ transparency and accountability in the conduct of the
proceedings in the United States, the Cayman Islands, and the
England and receiving input from, and involvement of, investors in &
forum which is convenient for them; and '

{(iv) providing a framework for protecting the interests of and maximizing
retums 1o investors.

With these goals in mind, the parties enter into this stipulation.
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BACKGROUND

L The Parties.
A. IWG Services, Ltd.

1. IWG is an English-registered subsidiary of IWG Holdings, Ltd. ("IWG
Holdings"), zlso an English-registered corporation. IWG was created to provide
investment management and financial services and act as a financial intermediary
for Investars outside of the United States, particularly for investors based in Mexico
and Latin America. |
B. IG~ Sarvices, Ltd.

2. IGS is a Cayman Islands-registered corparation providing investment

-management and financlal services and acting as a financial intermediary for
investors cutside of the United States, particularly for investors based in Mexico and
Latin America. 1GS is also owned by IWG Holdings.

C. The United States Companies.

3. InverWorid Holding, Inc. (“Holding™) is a United States-registered company
which owned certain operating United States-registered companies (the “InverWorld
Companies”), induding InvérWorld Securtties, Inc. ("InverWorld Securities” and
InverWorid, Inc. The InverWorld Companies are all based in San Antonio, Texas, and
comprise companies incorporated and operating in the United States and Latin America.

The inverWorld Companies provided services to IGS, which include investment consulting,
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trade exe‘cution. data processing, and client and accounting support. Though providing
services both to IWG and IGS, the InverWorld Companies are not directly owned or
operated by either IWG or I1GS. Ultimate beneficial awnership of the Inveernd
Companies, IWG, and IGS, however, is the same.

4 InverWorld Securities is a registered broker/dealer operating as custodian of
funds for various United States and Mexican investors. InverWorld Securities maintains
counterparty accounts bearing 1GS's name. InverWorld, inc. operates a computer that
generates the customer account data for IWG and IGS.

. Relationship Between the Foreign Companies and the United States
Companies. '

A. Services Agreement Between IWG and IGS.

5. IWG and IGS entered into the Administrative Setvices and Assistance
Agreement dated December 31, 1996 (“Services Agreement”), which authorized IGS 1o
furnish IWG assistance with respect to general managsment and accounting, financial,
lsgal, reporting, general management communications with customers, and computer
tachnology related to the management of accounts of customers mlaﬁn§ io the seeuritigs

. and investment business. The stated purpose of the Services Agreement is to have IGS
assist IWG in general administration and management of accounts of customers relating
to the securities and- investmant business of ING. The Services Agreement provides that
IGS is the investment nianéger for IWG and is to perform all functions relative to IWG's

relationships with clients and account brokerages.
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B. Consulting Agréament Betwesn 1GS énd inverWorld, Inc.

6. To facilitate management of IGS's and subsequenty IWG's operations, IGS
retained InverWorld, inc. to perform consulting services pursuant to an agreement dated
July 1, 1983 (*Consuiting Agreement”). The Consulfing Agreement provided that IGS
engage InverWorld, Inc. to provide technical support services to IGS. These services
indluded (2) maintaining all records with respect to the purchase, sale, and settlement of
portfolio securities, (b) monitoring, expediting, and recording the collection of all income
duse IGS or its dlient, (c) summarizing, posting, recording, and reconcliing afl items of cash
receipts and disbursements, (d) recording all transactions to the account of IGS for its
clients, (e) preparing and issuing monthly reports to IGS and providing all necessary
information for the preparation and filing of any and all tax retums and reports to
govemmental agencies by IGS, (f) preparing information for monthly statements for clierts
of IGS, and (g) such other statistical, record keeping, or administrative services 8s may
have been agreed upon from time to time bet\)veen InverWorld, Inc. and IGS.

7. In consideration for those consulting services, InverWorld, Inc. was to recsive
a monthly fee of the percentage of assets managed by inverWorld, inc. As a resuit of the
Consulfing Agresment, InverWorld, Inc. has accumulated data and records relating to
IWG's and IGS’s clients that are valuable to the liguidation of IWG and 1GS.
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1. FOREIGN PROCEEDINGS

A. Commencement of IGS's Insolvency Proceeding in the Grand Court of the
Cayman Islands.

8. The directors of IGS met on July 1, 1899, and concluded that IGS was
unable to conﬁnue as a going concem. The sole shareholder of IGS (namely IWG Holdings)
passed a resolution on July 2, 1899, for the voluntary winding up of 1GS ("Cayman
Proceedings”). On the same day, an Order ("Cayman Court Order”) was entered by the
Grand Court of the Cayman Island ("Cayman Court’) for court supervision of the fiquidation
of IGS. Len B. Blackwell, of PWC Dallas, and Christopher D. Johnson, of PWC Cayman
Islands, were appointed as liquidators. At the time of the initiation of the Cayman
Proceedings, IGS had seven employees in the Cayman lIslands.

B. Commencement of IWG’s Insolvency Proceeding in the High Court of Justice
Chancery Division Companies Court.

9. On July 6, 1998, by written resolution of IWG Holdings, as sole shareholder of
IWG, Mark Novak, as sale director of WG, was authorized to present a petition in the name
of IWG for compulsory winding up under the Insolvency Act of 1986 (“English Proceedings”).
On July 7, 1999, through counsel, Mr. Novak presented to the High Court of Justice,
Chancery Division Companies Court, in England ("English Court™) a Winding Up Petition and
an application for the appointment of provisional liquidators of IWG. On that same day, the
English Court orderad the appointment of Christopher John Hughes and Andrew Mark

Homan, both of PWC, Plumtree Court, London EC4A 4HT, as Joint Provisional Liquidators
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of IWG until thé final determination of fhe Winding Up Petition or further order of the English
Court. The English Court initially set a date for the hearing of IWG's winding up petition for
August 11, 1999, which hearing has been adjoumned until November 11, 1889. At the time
of the commencement of the English Proceedings, IWG had no smployees in England, was
believed to have no assets in England, and no place of business in the United Kingdom,
aside from a registered office (Baker Street address).
V. United States Proceedings
A.  Stats Court Actions

10.  1GS has assets in a number of jurisdictions, including assets
that are currently being heid in the United States, which include, among other things, books
and records related to custorner accounts and cash and securities being held by United
States-registered banks and broksrages.

11.  Two actions were filed in Bexar County, Texas, styled Cesar Garcia Mendez
v. WG, Lid., et al,, No. 1999-C.I-09400. and Nocando Mem Holdings Limited, et al, v. IWG
Services Lid., et al., No. 1998-C1-09738 ("State Court Actions®). These State Court Actions
could have resultad in judgments against the IGS and/or IWG or companies related to IGS
and/or IWG. | .
B. The Section 304 Proceedings

12.  To fadilitate the foreign court supervised liquidation and provisional liquidation

proceedings and to prevent entry of jJudgments against IWG and/or IGS, on July 13, 1989,
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Len B. Blackwell on behalf of IGS filed a petiticn for relief under section 304 of the
Bankruptcy Code with the United States Bankruptcy Court for the Westem District of Texas,
San Antonio Division (“US Bankruptcy Court™).

13.  OnJuly 14, 1999, Christopher J. Hughes on behalf of IWG filed 2 petition for
relief under section 304 of the Bankruptcy Code with the US Bankruptcy Court. The two
section 304 proceedings are collectively referred to as the “304 Proceedings.” In the 304
proceedings, the US Bankruptcy court entered orders staying all proceedings against IWG
and I1GS.

C. Involuntary Chapter 7 Petitians Agalnst IGS and IWG

14.  On.July 13, 1999, involuntary pefitions (“involuntary Proceedings”)
were filed under chapter 7 of the Bankruptcy Code against IGS and IWG in the US
Bankruptcy Court. The 304 Proceedings and the Involuntary Proceedings are referred to as

" the “US Procsadings.”

15. The State Court Actions wers removed to the US Bankruptcy Court.
D. The SEC Enforcsment Action

16. On Wednesday, August 4, 1999, the United States Securities & Exchange
Commission ("SEC®) comr'_nenced an a.cﬁon ("SEC Proceedings”) against InverWorid, inc.,
InverWorld Securities, Inc., IGS, WG, George H. Fahey, and Joss P. Zollino in the United
States District Court for the Westem District of Texas, San Antonio Division ("US District
Court”). J. Robert Msdlin and Len B. Blackwell of PwC have been appointed as receivers
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of InverWarld, Inc. and InverWorld Securities, Inc. ("SEC Receivers”). They were also
appointed recsivers for the *Relief Defendant LHH Partnership, Ltd.” Aithough IGS and IWG
are named as defendants, they are not currently under an SEC receivership. The US
District Court has entered orders freezing the assets of the defendants and' requiring a
repatriation of funds to the US. An order has been obtained modifying the freezing order
so as hot to prevent the foreign liquidators of IWG and IGS from performing their duties and
obligations. |
PURPOSE OF STIPLULATION
17.  The English Provisional Liquidators and the Cayman Liquidators (collectively
 referred to as'the "Liquidators™) oontemplaie that all (8) of the business and assets of every
nature, tangible and intangible, arising from or relating to IGS (“IGS Assets®) and (b) of the
business and assets of evary nature, fangible and intangible, arising from or relating to IWG
("IWG Assets®), will be protectad and, to the extant considered necassary, liquidated [andior
distributed in specie] as appropriate in accordance with the applicabie law.
18. A framework of general principles shouid be agreed upon fo address, among
other things, issues that are likely to arise in connection with the cross-border insolvency
proceedings of IGS and IWG, including, without limitation, (a) the recovery and/or securing
and the potential liquidation and/or disposition of IGS Assets; (b) the recovery and/or
securing and the potential liquidation and/or disposition of IWG Assets; (c) the holding and/or
dispasition of the proceeds of the IGS Assets and the IWG Assets (together, the "Assets’):
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(d) the determination of claims asserted against |GS and IWG, and the allowance and priority
status of such claims; and (e) general administrative matters. An agreement upon such
matters is essential to the orderly and efficient administration of these cross-border cases.
18.  The purpose of the protocol proposed in this Stipulation is to protect the
interests of all creditors of IGS and IWG wherever located and to protect the integrity of the
process by which the SEC Proceedings, US Banknuptcy Proceedings, Cayman Proceedings,
and English Proceedings are administered. There is a need for such a protocol to provide
a framework for cooperation between the various jurisdictions and to provide input by
counsel representing a significant portion of the creditors of IGS and IWG and to further
promote a cost-effective machanism to minimize duplication.

NOW THEREFORE the SEC Receivers, Cayman Liquidators, and English
Provisional Liquidators, hersby stipulate and agree, subject 'to US District Court, US
Bankruptcy Court, Cayman Court, and English Court approval, as follows:

1.  The SEC Recsivers, the Cayman Liquidstors, and the Engiish ?rovisiona!
Liquidatqrs will (i) cooperate in good falth with each other to the extent permitted by the |
applicable iaw when taking action in the US District Court, US Bankruptey Court, Cayman
Court, and the English court.'subjadto the restrictions of their respective appointing courts
and (1) take steps to coordinats their respective administrations in then Cayman islands, the
US and England and shall coordinate any court action brought in the context of those

administrations where possible and subject to any applicable law.

10

LAWFDOCSUQ21 600 1WINAL.

10/25/99 MON 19:05 [TX/RX NO 87741
© International Insolvency Institute — www.iiiglobal.org '

PRI, S9ws 1€ O


dave
                © International Insolvency Institute — www.iiiglobal.org


Sent by: NELIGAN & AVERCH,L.L.F. 216 189 €239/, TU/7€a/99 [7.14FN; JOIUSA _w9CJ,Fade ~

2. One Ad Hoc Committee consisting of counsel who represent investors shall be
formed to participate in the US District Court, US Bankruptcy Proceedings, Cayman
Proceedings, and the English Proceedings ("Committee™). initially, the Committee will be
composed of Cox & Smith Incorporated, Hughes & Luce, L.L.P., Jackson Walker, L.L.P.,
Jenkens & Gilchrist, P.C., Pope Shoemake Kerr & Hendershot, P.C., and Piper & Marbury
LLP. Following approval of this protocol by the respective Courts, the SEC Receivers, the
Cayman Liquidators and the English Provisional Liquidators will discuss with a view ‘o
agreeing the most practicable and effective method for giving all other investors or creditors
of IWG and IGS notice of the existence and current membership of the Ad Hoc Committee
and the opportunity to be represented on the Committee as addltlona! members if this is
considered appropriate by either the English Court, Cayman Court or US Bankruptcy Count,
giving due regard to the value of the claim of such investor or creditor against IWG or IGS.
Without submitting to the jurisdiction of any Court, the members of the Committee shall file
contemporaneously with each Court a Statement of Counsel informing the Courts of the
investors (by account number) which they represent. The members of the Committee (a)
reserve the right to seek official status in any Court and (b) shall have the right to seek
reimbursement for fees and expenses, inciuding, without limitation, under §503 of the
Bankruptcy Code and similar provisions in the English and Cayman Proceedings. Any action
and/or position taken by the Committee shall be authorized if approved by a majority of the
members of the Committee. The US District Court, US Bankruptey Court, Cayman Court,

11
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and English Court shall each have jurisdiction to alter the composition of the Committee
upon request of a third party other than the Liquidators.

3. This stipulation will govem “Phase " of the insolvency proceedings. Phase |
shall consist of two discrete subparts. Subpart A of Phase | will govern the investigation,
freezing, protection, collection, recovery, and possible liquidation and/or disposition of assets
other than causes of action against related and/or third parties. Subpart B of Phase | shall
be the investigation, analysis, and prosecution of causes of action against related and/or
third parties to the extent possible and apprapriate. All parties, including the Liquidators,
agree that both subparts of Phase | should proceed simuitaneously, provided that this
agreement is subject to the entry o;‘ any orders staying, freezing, or abatir]g any of the
proceedings.

4. Phase il shall consist of the process of filing claims, the assessment,
investigation, allowance and disallowance of claims, including any proprietary claims, and
the distribution of assets. All parties have agreed that Phase I will nat be addressed in this
stipulation. All parties agree to work in good faith to present a stipulation govemning Phase
Il. The parties agree to request the respective courts to suspend to the extant necessary or
permisélble the application of any rules, statutes, procedufes. or orders relating to the filing
of claims, the allowance and disallowance of claims, and the distribution of assets.

5. Assets will be categorized for purposes of reference as Counterparty Accounts,

Material Assets and Non-Material Assets,

12
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() Counterparty Accounts are the custodian accounts that contain
fixed-income and equity securifies from issuers other than IWG, IGS or
inverWorld-related entities. These securities are sometimes referred
to as External Products.

(i) Material Assets are those assets outside of Counterparty Accounts that
have a gross estimated market value of $1,000,000.00 (US) or more.

(li) The Non-Material Assets are those assets outside of Countarparty
accounts that have a gross estimated market value of less than
$1,000,000.00 (US). |

6. In regards to Non-Material A_ssets. the Liquidators may seek entry of orders
from the applicable courts authorizing the disposition of Non-Material Assets in a fashion that
would not require obtaining court appraval for each and every disposifion.

7. With respect to Material Assets located in the Caymans, the Liquidators shall
be entitled to seek all necessary instructions from the Cayman Court and shall not be
required to seek any approvals from the US Bankruptcy Court. With respect to Material
Assets located in the US, Liquidators shall be entitled to seek all necessary instructions from
the US Bankruptcy Court and shall not be required to sesk approval from the Cayman Cout.
With respect to Material Assets located in nelther the Caymans nor the United States other
than Counterparty Accounts appropriats approvals from the US Bankruptcy Court and the
Cayman Court (in addition to such other approvals or directions of such other courts as the

13
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Liquidators consider o be nacessary or convenient) and will not move forward with rzspect
to such assets unless the necessary approvals are received from both courts.

B.  With respect to Counterparty Accounts located in the Caymans, the Liquidators
shall be entitled to seek all necessary instructions from the Cayman Court and shall not be
required to sesk any approvags from the US Bankruptey Court. With respect to Counterparty
Accounts located in the United States, Liquidators shall be entitied to seek all necessary
instructions from the US Bankruptcy Court and shall not be required to sesk approval from
the Cayman Court. With respect to Counterparty Accounts located in neither the Caymans
nor the United States, the Liquidators shall seek appmpﬁate approvals from the US
Bankruptcy 6'ourt and the Cayman Court (in addition to such other approvals or directions
of such other courts as the Liquidators consider to be necessary or convenient) and will not
move forward with respect to such assets unless the necessary approvals are recsived from
the appropriate courts, provided that, if the Investment Advisor referred to in paragraph 8
below advises that there is a threat of immediate dissipation of value, the Liguidators shall
not be required to seek such approvals. With respect to any required hearing relating to the
fiquidation and/or disposition of assets, there will be at least five business days’ notice to the
members of the Committee absent an emargency. .

8. With respect to the Counterparty Accounts, the Liquidators shall seek the
appointment of an investment advisor (the “Investment Advisor”) whose appointment will be

approved joinly by the Cayman Court and US Bankruptcy Codrt. subject to the Joint
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.Pmtocol and the Orders authorizing retention and defining the scope of the authority of the
Investment Advisor (the “Investment Advisor's Retention Order”). Subsequently, the
Liquidators will initiate the liquidation and/or disposition in specie of the Counterparty
Accounts to the extent they have obtained authorization from the appropriate couri(s).

10. The disposition of any asset govemed by this Joint Protocol shall not prejudice
an investor's or any other third party’s right or abifity to assert a claim against such specific
asset or the proceeds from the dispoéﬁon of such asset. The Liquidators shall be required
1o maintain books and records which will individually account for the disposition of assets
from the inception of the proceedings.

11. The Liquidators shall use their best efforts, on or before the 25 day of each »
month, to file monthly status reports with the US Bankruptcy Court, the Cayman, and the
English Court setting forth the status of their efforts for the prior month. A copy of such
report shall be served on the members of the Committee. The Liquidators shall use their
best efforts to ensure that a representative of the Liquidators shall aisc be available for
weekly conference calls with the Committee at which time the Liquidators or their
representatives will fully apprise and inform the Committee of the status of their efforts,
subject to appropriate confidentiality arrangements, the dictates of governmental agendies,

and all privileges under the applicable rules of evidence.
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12.  Subject to the provisions herein and the prior orders of the appropriate courts,
the SEC Receivers and the Liquidators are hereby authorized to coordinate with the
Committee:

(i) the identification, preservation, collection, and realization of, if
necessary, tne relevant assets of IGS and IWG, including evaluation of
causes of action for recovery of avoidable transfers and damages;

(i) all investigation and analysis necessary to establish the financial
position of IWG and IGS;

() analysis of the type, nature and amount of investor claims (and the
Committee agrees to work mmmﬁmly with the Liquidators to develop
a methodology for claims assessment and, ultimately, the claims
adjudication procass); |

(iv) the investigation of the extsnt and cause of any shortfall to Investors;

(v)  the review of whether Investors have any proprietary rights (and

‘Wwhether they are advantaged by maintaining them);

(vi) the making of propesals regarding the next steps or further action to be
taken in order to realize or distribute éssets .incluciing an asset
realization strategy, suggestions for the procadure to be used to effect
a distribution of assets to Investars (e.g., schemes of arangement or

plans of liquidation);
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(vii) the taking of any action necessary for the Cayman Liquidators to fulfill
their duties and obligations as Liquidators under Cayman law,

(vii) the taking of any action necessary for the English Liquidators to fulfill
their duties and obligations under English law;

(x) the taking of any action necessary for the SEC Receivers to fuffill their
duties and obligation in administaring and oversesing the SEC
Receivership,

(x) the allocation of particular tasks to the Cayman Liquidators, the SEC
Receivers, or the English Provisional Liquidators so as to efficiently,
effeaively and economically promote the_ objectives set forth herein,
and specifically considering which individual(s) are best placed to carry
out the tasks on a cost éﬁecﬁve basis. It is curmantly anticipated that
the Cayman Liquidators will take the lead In locating and selzing assets
and the Liquidators and the SEC Recelvers, in close cooperation and
in full consultation with the Comnittee and having sought its view in this
matter, and any official representafive that may be appointed by the US
Bankruptcy Court or the US District Court, will taks the lead in the
investigation, analysis, and prosecution of causes of action against

related and/or third parties and shall have authority to conduct
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discovery in all jurisdictions, Including without limitation pursuant to
§ 304 of the Bankruptcy Code; » and

(xi) providing for cooperation with, and assistance to, govemmental
agencies.

13.  Pursuant to the order dated August 23, 1999 (*Order”) of the US District
Court, the SEC Recsivers and Liquidators recognize their responsibllities to be abservant
for and to preserve third party causes of action belonging to the SEC Rsceivers or
Liquidators which ultimately might benefit Investors of the entities referred to in the Order.
To this end, the SEC Receivers and the Liquidators will use their best efforts to work with the
Department of Justice or-other govemmental authorities to assist the Committae in obtaining
access to documents (as defined in Fed. R. Civ. P, 34(a)) and other forms of discovery, so

- long as such assistance does not threaten the integrity of any criminal investigation.

14. The Cayman Liquidators, the English Provisional Liquidators, and the SEC
Receivers and any other official representative that may be appointed by the US District
Court, the US Bankruptcy Court, Cayman Court, or the English Court, shall recsive and give
notice of all proceedings in accordance with the practices of the respective Courts and have
the ﬁght to appear in all proceedings in any forum. |

15.  For the avoidance of doubt, the Cayman Liquidators shall be permittad to act
in a2 manner consistent with the terms of the Cayman Court Orders and shall be parmitted

to act in @ manner consistent with the laws goveming the US Proceedings and the Cayman
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Proceedings, provided that, (a) prior notice of any transaction conceming the use, sale, or
lease of Material Assets not located in the Unitsd States and (b) priar notice of those actions
proposed to be taken in either the US Proceedings and the Cayman Proceedings, where
notice of such action is required to be given under the applicable laws of procedures of the
governing forum, shall be provided (the “IGS Notice Procedures”) by ovemight mail,
ovemight delivery service, or facsimile to the members of the Committee and all persons
appearing on the request for service list as reflected on the dockst in the US Praoceedings
and the Cayman Proceedings (the “IGS Specified Parties”). Nathing In this stipulation
requires the Cayman Liquidatprs to take any action that violates any provision of Cayman
Law or any order of any Cayman Court or any other applicable law.

16. For the avoidance of doubt, the English Provisional Liquidators shall be
permitted to act in a manner consistent with the terms of the English Court Orders and shall
be permitted to act in a manner consistant with the laws governing the English Proceedings,
provided that, prior notice of those actions proposed to be taken in either the U.S.
Proceedipgs and the English Proceedings where notice of such action is required to be given
under the applicable iaws of procedures of the goveming forum, shall be provided (the “IWG
Notice Proceduras®) by ovarnight mail, ovemight delivery service, or facsimile to members
of the Committee and all persons appearing on the request for sarvice list as reflected on the
docket in the US Proceedings and the English Proceedings (the “IWG Specified Parties”).

Nothing in this stipulation shall require the English Provisional Liquidatars to take any action
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that violates any provision of English Law or any order of any English Court o any other
applicable law.

17.  All creditors of IGS and IWG shall have the right to appear in any forum to the
same extent as creditors of the forum state, regardiess of whether they have filed claims in
that particular forum. All creditors shall have the opportunity to file a request for service with
the Clerk of the US Bankruptcy Court, or to participate in the case or proceedings in the
Cayman Court or the English Court, provided, howsver, absent the filing of a claim, filing of
a request for service or participation shall not subject such creditor to personal jurisdiction
in the Court in which the notice or appearance is filed or made.

18. Notice and requirements for approval and authorization of any transactions
regarding disposition, fiquidation or distribution in specie of assets shall be in accordance
with applicable law and the Notice Procedures and shall be provided by the SEC Receivers,
any chapter 7 or chapter 11 trustee ("Bankruptcy Repressntative”), Cayman Liquidators and
}the English Provisional Liquidators, as the case may be, to the Spec;iﬂed Parties.

18. Where considered necessary or apprppriate, the Liquidators will seek ordars
from the US Court, the Cayman Court and the English Court authorizing and directing that
all cashin the poss&aion of the Liquidators and proceeds from the liquidation of assets shall
be maintained by IGS and IWG in a fiduclary account(s) in an appropriate banking
institution(s) located in any jurisdiction the Liquidators, with the consent of the Commitise,

shall agree upon, and all three courts shall approve. Such account(s) shall be specifically
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designated for depostt of the procseds from the disposition of assets and the funding of court
approved expenses (the "Account”). In the absence of the obtaining of such orders from
all three courts, the proceeds from the sale or disposition of assets shall remain in the
jurisdiction in which those assets were situated.

20. Except as spacifically provided herein, the Cayman Court shall have sole
jurisdiction and power over the Caym_an Liquidators, as to their tenure in office, the conduct
of the liquidation broceedings under Cayman law, the retention of the Cayman Liquidators
and other Cayman profassionals, and the hearing and determination of ma&ers arising in the
liquidation proce_edings under Cayman law. Subject to the budgst process described below,
the Cayman Liquidators shall be compensated for their services in accordance with Cayman
principies under Caymén law.

21. Except as specifically provided herein, the English Court shall have sole
jurisdiction and power over the English Provisional Liquidators as to their tenure in office, the
conduct of the provisional liquidéﬁon under English iaw, the retention of the English
Provisional Liquidators and other English professionals, and the hearing and dstermination
of matters arising in the provisional liquidation proceedings under_ English law.~Subject to the
budgst process described below, the English Provisional Liquidators shall be compensated
for their services in accardance with English principles under English law.

22. Except as specifically provided herein, the US District Court shall have sole

jurisdiction and power over the conduct of the SEC Procsedings, the compensation of the
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professionals rendering services in the SEC Proceedings, and the hearing and determination .
of matters arising in the SEC Proceedings in accordance with principles under Unitac States
law.

23. The US Bankruptcy Court shall have sole jurisdicﬁpn and power over the
conduct of the US Proceedings, the compensation of the professionals rendering services
in the US Proceedings, and the hearing and determination of matters arising in the US
Proceedings. The Cayman Liquidators, the English Provisional Liquidators, the SEC
Recsivers, and any trustee to be appointed under the Bankruptcy Code shall individually and
jointly propose a quarterdy budget to the Committee for anticipated fees and expenses. The
initial fees and expense budget shall be submitted to the Committee on or before October
15, 1988, for the peridd October 1, 1999, to December 31, 1989. Subsequent quartery
budgets shall be submitted 30 days prior to the expiration of the preceding budget. The
Committee shall have seven (7) business days to approve or object to the budget. If the
Corﬁmittee objects and an agreement on the budget cannot be reached, the matter will be
submitted to Judge Leif Clark as a special master appointed by the US District Court for
determination. The Liquidators will provide the Commitiee with monthly reports on fees and
expenses incurred in the administration of the estates. if in any budget period, an individual
Liquidators’ budget exceeds anticipated fees and expenses by 20% or the collective budget
of the Liquidators is exceeded by 15§%, and the fees are to be paid out of assets located in

the US, a fee application hearing will be held upon a request from the Committee before the
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US Bankruptcy Court in addition to any approvals which are considered necessary from the
English and Cayman Courts. Upon approval of a budget, the Liquidators can be paid or. a
monthly basis the lesser of the fees and expenses incurred in that month or the amount
budgeted for that respective maonth. Within twenly days of the end of each budgetary
quarter, so long as the fees and expenses are within the margins set forth above and a fee
application hearing is not implicated, the Liquidators shall be paid any additional fees and
expenses. If a fee application hearing is requested under the procedures set forth above,
additional payments shail be subject to orders of the US Baniauptcy Court and, to the extent
necassary, the English Court and the Cayman Courl. Inthe event of a conflict between the
:_ﬁﬂ‘eram courts, the party applying for such fees shall receive the lowest amount allowed by
the different courts and all parties shall work in good faith to resolve any such confiict.

24. Payment of fees and expenses by an estate under the process outiined above
shall not be a final determination of iability of such costs to that estate. Such allocation
efforts will be reviewed and approved by the Courts pursuant to Phase ll.

25. The US Bankruptcy Court will be rsquested to hold monmly status
conferences.

26. The US District Court, US Bankruptoy Court, the Cayman Court, and/or
the English Courts may, to the exient permitted by practice and procedure, and with
the prior consent (if availabla) of each court, conduct joint hearings or conferences

with respect to any matter related to the conduct, administration, determination or
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disposition of any aspect of the SEC Proceedings, Cayman Proceedings, English
Proceedings, or US Bankruptcy Proceedings whers considered by any two or more
Courts to be necessary or advisable and in particular, without limiting the generality
of the foregoing, to facilitate or coordinate the proper and efficlert conduct of the SEC
Proceedings, US Bankruptcy Proceedings, Cayman Proceedings, and English
Proceadings. With respect to any such hearings or conferences, unless otherwise
ordered, the following may be considered to be appropriate:
()  Atelephone link may be established such that all participating Courts
may be able to simultaneously hear the proceedings in the other
Courts.

(i) Any patty intending to rely upon any written evidentiary material in
support of a submission shafl file identical materials in advance of such
hearing or conferance with each Count, as reasonably possile and
consistent with the procedural and evidentiary rules and r'eqﬁirements
of each parﬁq'pafng Court. Any party which does not wish to attomn ar
consent to the jurisdiction of a particular Court, shall be entitled to file
such materials without, by the sole act of filing anything other than a
proof of claim, being deemed to have attomed or consentad to the
jurisdiction of the Court in which such material is filed.
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The Judge of the Cayman Court, the Judge of the English Court, the
Judge of the US District Court, and the Judge of the US Bankruptcy
Court may, but are not required to, communicate with one another,
without advance notice to counsel or counsel being present, for any
purpose, including, without limitation, to establish guidelines for the
orderly making of submissions and rendering of decisions to deal with
any other procedural, administrative, or preliminary matters or for the
purpose of determining whather consistent rulings can be made by the
Cayman Court, the English Court, the US District Court, and/or the US
Bankruptey Court, and the tsrms upon whiéh such rulings shouid be

made, and to deal with any other procedural or non-substantive matter

in relation to such applications.

27. Due to the complicated nature of this cross-border insolvency, however, the

Liquidators have requestsd that the Committee (and the petitioning creditors) temporariy

suspend the pending Involuntary Petitions until such time as the parties can decide on the

- optimal approach to coordinate the proceedings. As such, subject to further aorders of the

US Bankruptcy Caurt, the Involuntary Proceedings against IGS and IWG shall be tsmporarly

suspanded under 11 USC. § 305, untll January 7, 2000. Any party in interest may request

the US Bankruptcy Court to enter an order for relief in the involuntary proceedings upon

applicable notice to the Liquidators, their counsel, the Committee, and other parties who

LAWPDOCS 0216001 WINAL
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have fiied a request for service with the US Bankruptcy Court. All of the parties reserve the
right to seek entry of orders for relief in the Involuntary Proceedings prior to January 7, 2000,
in the event an emergency arises after entry of this stipulation.

28. The parties agree to request the Cayman, English, and US District Court enter
a Confidentiality Order similar in substance to the order entered by the US Bankruptcy Court
providing for the confidentiality of the identities of investaors. The Liquidators shall use their
best efforts to keep confidential the identities of the investors. Parties in interest recognize
that the Liquidators may be requested to comply with the demands of governmental
agenciss for disclosures.

29. This Sﬁpulsﬁon shall be binding on and inure to thé benefit of the parties
hereto and their respective successors, assigns, represantatives, heirs, executors,
administrators, trustees (including any trustees under chapters 7 or 11 of the Bankruptcy
Caode), and receivers, receiver managers, or custodians appointed undar US law, Cayman
law, or English law, as the case may be.

30. This Stipulation may not be waived, amended, or modified orally or in any cther
way or manner except by a writing signed by the party to be bound, and such approval and
authorization of the US District Court, US Bankruptcy Court, Cayman Court, or the English
Court as may be necessary and appropriate in the circumstances. Nofiice of any proposed
amendment or modification of the Stipulation shall be provided by the party providing such
to the Specified Parties in accordance with the Notice Procedures. This Stipulation may be
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supplemented from time to time by the parties hereto as circumstances raquire with any
supplementing stipulations as approved by the US District Court, US Bankruptcy Court,
Cayman Court, and the English Court.

31.  Any request for the entry of an order which is contrary to the provisions of this
Stipulation must be made on notice by the proponent of the order to the Specified Parties
in accordance with the Notice Procedures.

32. Each party represents énd warrants to the other that its execution, delivery,
and performance of this Stipulation are within the power and authority of such party and
have been duly authorized by such party, except that, with respect’ to the Cayman
Liquidators and the English Li;;uidators. US District Court, US Bankruptey Court, Cayman
Court, and English C&irt approval is required.

33. This Stipulation may be signed in any number of counterparts, each of which
shall be deemed an original and all of which together shall be deemed to be one and the
same instrument, and may be signed by facsimile signaturs, which shall be deemed to
constitute an original signature. |

34. The US District Court, US Bankruptcy Court, Cayman Court, and the English

| Court shal'l retain jurisdiction over the parties for the purpose of enfarcing the terms and |

provisions of this Stipulation or appraving any amendments or madifications thereto.
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35. The parties hereto are hereby authorized to take such actions and éxecute
such documents as may be necessary and appropriate to implement and sffectuate this
Stipulation.

36. The Stipulation is not intended to otherwise circumvent, alter, or otherwise
affect the rights, obligations, or laws of any jurisdiction and accardingly, if a party to the
Stipulation is directed by its Court to act (or not act) with respect to a particular issue whether
on his own application or otherwise, that party’s obligation to follow its Court's direction
should not be impaired or abridged by the Stipulation. To the extent any party’s obligation
to follow its Court's order conflicts with |ts obligations under the Sfipulation, that party shall
be relieved from its obligation under the Stipulation, but such party must notify in writing alf
other parties of the confiict between its Court's direction or order and the Stipulation. In al
other material respects, the affected party will remain bound to tﬁe terms of the Stipuiation.

37. This Stipulation shall be deemed sffective upon its approval by the US District
Court, US Bankruptcy Court, Cayman Court, and the English Court. This Sﬁpu!ation shall
have no binding or enforceable legal effect until approved by the US District Court, the US
Banksuptcy Court, the Cayman Court, and the English Court.

IN WITNESS WHéREOF the parties hereto have Eaused this stipulation to be
executed either individually or by their respective attomeys or representatives hereunto
authorized.
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Dated: October , 1999
San Antonio, Texas

By:
J. Robert Medlin, As Recsiver For
InverWorld, Inc. and InverWorld Securities, Inc.
By:
Len B. Blackwell, As Receiver For
inverWorid, Inc. and inverWorld
Securities, Inc. and As Foreign
Representative For IG Services, Lid.
By:
Christopher D. Johnson, As Foreign
Representative Of IG Services, Ltd.
By: ,
Christopher J. Hughes, As Foreign
Representative For IWG Services, Ltd.
By:

Andrew Mark Homan, As Foreign
Representative For IWG Services, Lid.
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