
UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

------- --- ----------- -- ----- -- --- --- ------ ---------------···· ··- }( 

In re: 

LEHMAN BROTHERS INC., 

Debtor. 

······· · · · · · · ············ · · · ··- ·- --· - -------------------------- X 

Case No. 08-01420 (JMP) SIPA 

DECLARATION OF MAURICIO BARRETO 

Mauricio Barreto decla res as follows: 

1. I submit this declaration at the request of Hipotecas de America, S.A. 

2. It i my understanding that the Trustee for Lehman Brot her s, Inc. 

("LBI") has is seeking to deny Hipotecas customer status for a certain portion of its 

account. 

3. During the relevant time, I was the LBI account representative 

working on the Hipotecas account . 

4. My education background is as follows: I graduated from t he 

Universidad de los Andes, in Bogota, Colombia with a degree in Economics in 1993. 

I also obtained an MBA from Florida International Univer ity in 1998. 

5. DuTing the relevant time period, I maintained a Series 7, Series 63, 

and Series 66 registrations. 

6. I was first employed in the Miami office ofLBI from 1997-2002. 

During that time I was a retail broker , focusing on high-net worth individuals from 
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Colombia. Mter my first employment at LBI, I returned to work in Colombia. In 

2007, I accepted an offer to return to the Miami office of LBI, to again work 

primarily with clients from Colombia. Mter the bankruptcy of LBI, I worked at 

Barclays for a few mont hs before returning to Colombia. Since January 2015, I 

have been Senior Vice President at Neuberger Berman working in Bogota, 

Colombia. 

7. In early 2008, I was working in the Private Investment Management 

("PIM") division of LBI in its Miami office which specializes in servicing Latin 

American customers. PIM was the branch of LBI that erviced high-net worth 

individuals, assisting these clients with wealth management strategies. Other 

divisions of LBI serviced institutions. My role was solely on the retail side of LBI. I 

never undertook to r aise capital for LBI itself, nor did I ever facilitate any loans to 

LBI or engage in anything other than the most typical PIM transactions with 

respect to retail customers. 

8. Hipotecas is a holding company that was used by the Villamizar 

family to manage its wealth. I first became aware of this company through the 

family who I have known for several years from Colombia. My primary contact with 

t he family was Alejandro Villamizar. 

9. In or about J anuary 2008, members of the Villamizar family attended 

a presentation in New York by LBI personnel with the object of getting the 

Villamizar family to open an account at LBI. At that presentation, a slide show was 

prepared that proposed a diversified portfolio of equities, hedge funds, and fixed 
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income investments. The proposed total investment was $7 million. Initially, t he 

fixed income portion was intended to consist of domestic (United States) bonds. The 

Villamizar family would make their investment through Hipotecas, a personal 

holding company. 

10. In th e weeks that followed, I sen t several emails to Alejandro 

Villamizar . A r evised presentation was sent to Mr. Villamizar on January 23, 2008. 

Later total investment amount was reduced to $6 million. Mr. Villamizar wanted to 

use margin in the fixed income portion of the account, that is to borrow money to 

purchase a greater amount of bonds than the Villamizars' cash contribut ion. 

11. On February 14, 2008, I sent Mr. Villamizar a proposal to convert the 

fixed income portion of th e portfolio into emerging market corporate bonds. This 

was my recommendation because the bonds would have "positive carry", i.e. , the 

coupon payments would be larger than any payments due to LBI. 

12. To be cleaT, it was my idea, my suggestion, and my advice that 

Hipotecas enter into repurchase agreements with LBI. Hipotecas did not seek out 

LBI for the purpose of engaging in r epos. 

13. In fact, I also selected the individual bonds. I recommended and 

advised Hipotecas to buy bonds in 8 Latin American companies, as 1·eflected in the 

spreadsheet entitled "HypotecasdeAmericaidea2.xls". Ult imately, Hipotecas bought 

7 of the bonds. 

14. Hipotecas did not own any of the bonds before it came to LBI. 

Hipotecas deposited cash, and Hipotecas' cash was used to purchase the bonds. 
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15. Hipotecas initially deposited $6 million in cash in LBI on February 15, 

2008. Approximately $4 million was dedicated to the other parts of the portfolio, 

and approximately $2 million was dedicated to the bond portion of the por tfolio. 

16. When Hipotecas opened its accounts, t here should also be agreements 

opening the brokerage account . Furthermore, for the purchases of t he bonds, there 

should also be order t ickets. 

17. I understand that other instit utional part ies submitted account 

statements to this Court t hat originated from the MTS system . Because Hipotecas' 

account was a different kind of account, Hipotecas statements were not generated 

using the MTS system. 

18. With respect to t he bond portion of the por tfolio, together with t he 

Villamizar fa mily, six companies were selected: EEB International, Ltd. , a 

Colombian electricity distribution company, TGI International, Ltd., a Colombian 

gas company, Axtel S.A.B. de C.V., a Mexican telecommunications company, 

Centrais Electrica Brasileiras, S.A., a Brazilian electric company, Isa Capital do 

Brasil, S .A. , a Brazilian electric utility holding company, and Bancolombia, S.A., a 

Colombian bank. 

19. In April 2008, with the assistance of my advice, Hipotecas added a 

posit ion in Cemex S.A.B. de C.V., a Mexican building supplies company. 

20. The statement from March 2008, when Hipotecas first acquired its 

posit ions, shows t hat Hipotecas held $3,072,499.59 worth of bonds. 
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21. As Hipotecas did not own any bonds, LBI ha d to acquire them for 

Hipotecas' account. The pr ice at which the bonds were acquired for Hipotecas was 

indicated on the tatement. In acquiring these bonds for Hipotecas, LBI was under 

its fiduciary duty to obtain these bonds at the best price for its customer . 

22. In all economic respects, Hipotecas' repo account was identical to an 

ordinary margin account. Hipotecas benefitted from the appreciation of t he bonds 

(or lost if they decreased in value) and retained the right to the coupon payments. 

23. As Hipotecas was entitled to the coupon payments, it was LBI's 

responsibility to receive that payment from the is uer and correctly apply it to 

Hipotecas' account. Here, as it was handling property t hat belonged to Hipotecas, 

LBI was acting in a fiduciary capacity. 

24. Hipotecas' repo posit ions were what are known as "open" repos. That 

means that Hipotecas maintained its position as long as it desired to and could 

undo the repo at any time. Unlike the term repos, where a fixed r epurchase price is 

agreed to as of a given date, here Hipotecas was to pay interest at a rate of 3. 7% on 

the margin, i.e., on the approximately $1 million in securities that Hipotecas had in 

its account beyond its cash contribution . 

25. The interest payments were taken out of the coupon payments. As 

demonstrated in the September 2008 statement, Hipotecas pa id LBI $76,928.61 in 

interest to LBI, against$ 118,162.50 in coupon payments received f1·om the bond 

1ssuers. 
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26. I note th at during the t ime th at Hipotecas' account(s) were open at 

LBI, Hipotecas never withdr ew any funds nor did it ever receive any cash or 

securities in exchange for t he repos. 

27. Dur ing the t ime that Hipotecas' repos were open, I would consult with 

the family (typically with Alejandro) concerning the perform ance of the por tfolio. I 

sent updates on t he bala nces in the various port ions of t he portfolio, including the 

repos. I tr eated the repo account no different than a mar gin account in this respect. 

28. After discussing the matter with Mr. Villamizar, based on my analysis 

a nd advice, we decided to liquidate one of the positions. In August 2008, Hipotecas 

liquida ted its position in Cemex. Here, to end its posit ion , Hipot ecas did not undo 

the repo, but also sold off t he bonds. That process was h andled within LBI. Of 

course, in selling off t he bonds, LBI h ad to follow its fiduciary duty and obtain the 

best price for Hipotecas. 

29. When that sale occurred, LBI sold the bonds on behalf of Hipotecas. 

As it would with any customer, LBI acted in a fiduciary capacity, e.g., it had a duty 

to obtain the best price in the market for Hipotecas, its customer. When that sale 

was complete, t he proceeds were h andled by LBI - no funds were distributed to 

Hipotecas. Everything stayed wit hin LBI and the proceeds were used to reduce the 

Hipotecas' margin. The final st atement from LBI, for September 2008, shows t hat 11_9 

Hipotecas received a total of $118,162.50 in coupon payments, all of which was 

h andled by LBI and applied to Hipotecas account. 
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30. In September 2008, as the markets were in great turmoil, many 

customers became concerned about the safety of their investments with LBI, as it 

was clear that Lehman Brother s was in serious danger. During that time, 

specifically in mid-September , I was in contact with Alejandr·o Villamizar. During 

my conversations with Mr. Villamizar, I discussed the safety of Hipotecas' positions 

should the fu·m collapse. 

31. At that time, LBI's brokerage operations were functioning. As 

Hipotecas' repos were open repos, Hipotecas could have liquidated its position at 

any time, just as any securities account holder. 

32. During this time, I consulted with in-house per sonnel specifically 

regarding the repo portion of Hipotecas portfolio. Among the people who I spoke 

wit h was Shaun Lawrence, who at that time was a director and the head of the 

central repo trading desk. Mr. Lawrence confirmed to me that the r epos would be 

protected, even in the event that LBI failed. Based on those reassurances, shortly 

before LBI collapsed, I h ad a meeting with Alejandro Villamizar where I informed 

him that Hipotecas' positions, including its repo positions, would not be threatened 

by the collapse of Lehman Brothers and LBI. 
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I declare under penalty of perjury under the laws of the United States of 

America that the foregoing is true and correct. 

Dated: Bogota, Colombia 
August Jl, 2015 
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