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the in's and out's are. And basically the attitude reflected
to me was, it was my job to take the charges as they were
even in July already had been decided and walk the papers to
court, in effect; and I was over the.period of time reminded
of that pretty often.

Q Who were you reminded of that by?

A Reid Muoio.

Q But you felt it would be useful for the process for E

you to have more of a role?

(B)(5)

Q All right. Let's go through them cne by one. You

mentioned the boss. Who were you referring to?
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Q

Did I mention the boss?

Page 13

You said that you thought the boss of the

lower-level individual should have been subpoenaed and it

took months to happen.

A

Q

A

Q

A

Oh. Egol is

Is that first or last name?

Jonathan Egol

his name.

+ I think.

What was his position?

Well, I understand he's now a director or at least

as of the end of 2007, I guess, he became a director at

Goldman Sachs which was a step up from vice president; and he

was,

I believe,

also a vice president but he ran the desk.

It was only a three-person desk, plus some technical people.

So,

and Egol.

it was Tourre; a guy named

That's it.

(BITNG)

Three guys.

who was the junior guy,

(B)(5)

Q

Why was that?
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Q All right. But getting back for a second, why do
think there was this resistance just to further
investigation? Forget about whether you would charge --

A Because I believe, and this is my belief based on
experience in this case which still bothers me a lot, that
there was a great deal of satisfaction in the notion that we
were going to bring a fraud action against Goldman Sachs.
Now, that was enough. But because in the past Commissioners
who are no longer here had famously said corporations can't
act except through individuals, also anticipation that needed
some individual and that was Tourre.:

Q Did you ever get the impression that there was a
concern about bringing the case as soon as possible such that
perhaps if you started to go down that road and locking at
Egol and loocking at others it would take time where you had a
case against Goldman Sachs; you want to get it out?

A Well, I wish I could remember a specific instance

)
where somebody said that.

(B)(5)

You don't need to be a genius to know that, you




Page 19

1 know, with Madoff and Stanford and all this bad publicity

2 that the agency leadership would probably like to gst

3 something to show it was aggressive and with the publicity

4 about the agency subsequent to filing the Goldman case, it's
5 shown that that would in fact occur. So, I think there was a
6 desire to get it out well before where we did file it,

7 0 And so, how did you eventually convince the folks

8 to look more carefully at Egol?

B)(7HC)

9 A I failed which was why I quit the case, and

10 Eﬁﬁi::::::was assigned the case, and I was told by -- I don't

11 know whether Mejia had left by then. It was either Mejia or

b)(3)

12 Adler, thatrwmm saidr

(b)(5)

13 -
]
14 guess since it wasn't "0 saying
15 that when -- and then, surprising to me, I got called into
(B)(THC)
16 office and was told that the front office didn't want

17 me to drop out of the case, that they liked the fact that I

18 was aggressive and that I should stay in the case; and I

’ i (GE]
19 said, okay, I will

20 [ land T went[™
21 and dropped out of the picture.
22 It always struck me as kind of weird, particularly

23 what happened later, that I was bounced from the case after

24 having been brought in and told I was so aggressive about the

25 case.
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hoped that those would get to the Commissioners at least.

I was very conscious of ﬁhe fact that bureaucracy can't
operate with junior people running over the heads of the
senior people all the time; and on the other hand, I wasn't
getting any reaction to what I thought was an important

issue, one that I thought inadvertently or whatever could

(D}(3)

| RS

And I thought somebody higher

up should be aware of it.

The reference to Steve's comments, "within the
bounds of your request," simply meant that I didn't want the
front office of the Division of Enforcement to know that I'd
gone to Steve Cohen to bring this issue up.

So, I had no specific thing except I thought maybe
if the Commissioner -- if the Chairman kﬁew about it, she

might ask that more get done.

(B)(5)

But it was backhanded the way it was, I think

pretty much the way it actually went toc the Commission

finally and didn't really reflect the serious consideration I
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Page 29;
thought it deserved. :
I've strayed away from the question probably.
I don't remember. I don't know what the New York Times
article was.

Q And then in the end, the Goldman case was withdrawn
from the December 17th calendar; is that right?

A I saw the e-mail yesterddy that reminded me about
that.

Q Okay; What was your understanding of the reason
given for the decision to withdraw Goldman from the December
17 calendar?

A Well, I don't believe I knew —— I don't recall
knowing in advance it had been withdrawn. But I saw the
e-mail the same as everybody else, is my recollection. Maybe
somebody did mention it to me.

I think I went down to Adler and said: This thing

{B)(THT)

has been withdrawn. Why is that? He said, well,

(B)(5)

(b)(5)
That was the reason I was given and that's

the reason it was in the e-mail.

I was shocked to see that the e-mail was so
explicit about the reason. You didn't usually see that.
I've seen that a little more frequently of late but it was

pretty unusual back then.

Q And you referenced in one of your e-mails to Steve
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We will mark this as Exhibit 4. It's an e-mail

BITNC)
from you to Reid Muoio; "cg,™ 1/26/2010 at

11:38 a.m.
(Exhibit No. 4 was marked for
identification.)

THE WITNESS: Oh, by the way, by this time, the

(BYTHC)
reason is on these memos is, even though I was still

on the case, I felt that the water had become so poisoned
between Reid and myself that it made sénse to put somebody
else on the case. S0, I asked that somebody be put on and it
was —- continues on the case today.

BY MR. KOTZ:

Q All right. So, if you see at the top of the page
on Exhibit 4, the e-mail, you say: "Thanks. I hear the
Chairman wants to file Thursday, so you will need to have
someone standing by at the courthouse, I guess." This is
January 26,‘2010.

A Right.

0 Why did the Chairman want to file Thursday?

A I don't know. I assume -- I don't know.

Q You were going to say?

A Well, we had had a practice, which actually I think %
this case violated eventually, of not filing major actions on

a Friday because the news media -- it's a little outdated now

with the Internet and everything. But there's not the space
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1 in the paper on Saturday. So, you get more bang for the buck
if you sue earlier in the week.

Q So, the last possible day to sue would be Thursday

W N

4 because By Friday you lose the coverage?
5 A I'm not saying that that was the Chairman's
6 reasoning. I'm saying that that was something that was often

7 a consideration in the trial unit and in the Division of

8 Enforcemen&. I don't know why-the Chairman wanted to file

9 Thursday.
10 Q And why was it put back on the calendar just a
11 month later? Was this -- after the December 17th closed
12 Commission calendar. So, it was withdrawn from that
13 calenda?. Then shortly after that, you participated in the
14 testimony of Egol? |
15 A i think Egol's tesﬁimony was in December.
16 Q Okay. And so, do you recall what the thinking was
17 in terms of-putting it back on the calendar in Januafy?- Aﬁd
18 then eventually it was removed from that calendar.
19 ) (Pause;)
20 THE WITNESS: I'm sorry. I was reading the e-mail.
21 It just doesn't'refresh me. I'm sorry. Your question was
22 what?
23 BY MR. KOTZ:
24 Q Do you recall why initially it was placed on the

25 calendar in January and then eventually removed from that
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the obligations of the SEC to bring a case as it saw fit,
It wasn't to propagandize. It was because we

could not just start issuing reports about our non-public
BIE)

investigation.

[oET

EI)
But that was just my thinking. I don't remember

anybody else -—-

Q Was there a response to that?
A No. I never got a response to that.
Q Do you recall Commissioner Parades wanting to meet |

with the team in the January time frame to talk about the
case?

A We did meet with Parades but I don't know
exactly -—- I thought that was -- that probably -- that may
have been before it was pﬁlled off the calendar the second
time. We met with him at some point.

Q What happened in that meeting?

L)3)
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(B)(5)

Q So, he was skeptical of the case in chief?

A Yeah, he had

that problem and I think he had

another -- oh, he had -— he raised the issue of whether

[[B)E)

Q Se, do you feel like you resolved his concerns,

yvou and others?

(Bj(3)

Q Did the issue of bringing a case against Egol come

up in that conversation with Parades or was it more about the

case in chief against Goldman?

A I don't believe Egol came up; or if it did, it

was mentioned and dismissed.

Q Okay .

A Yeah. Right.

I'1l stick by that.

Q So, after it was taken off the calendar the second:

time, there was continued investigative steps relating to

Egoi mostly or -—-

A There are mostly a lot of e-mails and collection

of evidence and stuff,

trying to decide whether we should
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Q Okay. ;

MR. KOTZ: Before we get to that, let me show you ;

another e-mail. We're going to mark this as Exhibit 5. E
(Exhibit No. 5 was marked for E

identification;) %

BY MR. KOTZ:

Q This is an e-mail from you to Reid and Ken Lench,
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important one to bring.“

Q So, was it ever expressed that this was a case that
was important for the SEC's overall reputation?

A Oh, I think everybody knew that.

Q So, the decision was made by Rob Khuzami, Tuesday,
March 23, 2010, "No on Egel." Then at that point, the case
was moved forward and put on the calendar for now the third -
time. Do you know why it was put on the calendar for that
particular day in April?

A - I think they tried to get it on the calendar as
soon as they could.

Q . Dpid you.have discussions with anybody or hear
specifically why particular days were chosen to actually
file the complaint in April?

A Well, they had a couple. It was a moving target.

I think they tried to —-- thought about filing it soOne?.

If you're asking whether I'm aware of any reason
other than just the mechanics of filing litigation, the
answer is an absolute no. |

Q Now, it was eventually filed on Friday, April 16th.

Do you know if there was any consideration given to filing it

" on Monday so you would have more of the coverage?

A I wasn't involved in any of the discussions about

‘when to file, as far as I know. I didn't hear any of that

discussion. I do know that everyone, including Khuzami,



http:cmybo.dy

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Page 47

was quite shocked at the stock market's reaction, that the

filing of the case had.

Q

A

Q

4

Really?
Nobody expected that.
Were there any concerns expressed about that?

Concern in what way? I think people were a little

surprised that the case had as much -- I mean, I think people

expected-it to have an impact. I think they were shocked

that it had an impact as great as it did.

Q

But in the past, had there been kind of an

unwritten rule or maybe even more than that, that the SEC

didn't file a complaint like that during trading hours

because of the possible impact on company stock and yet

this had this massive impact on Goldman stock? Did you hear

anything about that?

A

We have to file when the courts are open ‘usually.

Courts are open roughly the same time as the markets open. I

guess, you know, sometimes maybe in the past there may have

been instances where we waited until 4:00 o'clock to file

but --

Q

Did you have any discussion about the fact that it

had such an impact on the market, the concern about the stock

of Goldman being so adversely affected by this news?

A

Before we filed?

Yes.
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)y No, I didn't hear anything.
Q What about after you --

A I was not really very closely involved in it. I

.5till had my name on the complaint. I do know I was

surprised and I felt a little bad myself that maybe somebody
including me should have perhaps raised the issue of giving
Goldman a little notice that we were going to file.

Q What about that issue? Did anybody at the SEC
inform Goldman that they were going to file?

A As_far as I know, no; and all I know is what_I

read in the papers.

Q Was it common teo inform companies?
A Pretty common.
Q And so, do you have any idea why in this case it

wasn't done?

A Maybe the inexperience of the front office, the
desire of people to get the case out. I don't know whether
it was considered and rejected oxr juét not thought of.

Q Now, you say the desire of everyoné to get the case
out. Are you aware §£ any specific reason for a desire to
get the case out other than jusﬁ as soon as possible?

A No. I think there was a sense that we'd sat on it
too long already because of all these issueées, that

essentially I'm sure somebody would have brought up but I

was the one who ended up doing it.
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but it was close. Paulson, the individual. John Paulson.

Q Right.

(B)(3).(B)(7)(C)

Q Were you aware, did ydu hear at any point in time
any discussion about the SEC sharing any information
concerning its Goldman Sachs investigation with the White
Houée, the Executive Office of the President or any members
of Congress?

A Not only didn't I hear anything about that but I

. 3 EIE)
was surprised to find out we weren't
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|Tb}

13)

0 What do you mean by that?

(B)(5)

Q Did you hear anything or aware of any information
indicating that the SEC coordinated with the Democratic
National Committee or Democratic Senate Campaign Committee or
any other committee?

A Absolutely not.

Q What about news media? Did you hear about anybody
leaking information about the Goldman case to the news media?
A Ne. I think it was great that the thing didn't

leak at all, as far as I know.

Q Our office issued an investigative report around
the same time and it was released the same day as the Goldman
case. Were you aware of that, the Stanford investigation

report?

A I don't think I was aware it was the same day; no.
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working with this particular person because he was very
difficult to work with and that one or twe of them seemed to
be all right with it but most of them weren't; and then he
was indicating to me that none of the staff wanted to
continue working with that particular member of the trial
unit. That is what that was about.

Q And who was that member of the trial unit?

(]
A

Q So, these five folks were not members of the trial g

unit? They were on the investigative side?

A These are staff attorneys. Branch chief and staff
attorneys. Right.

Q And it says, "vote changed today." So, there
was ——

A There was one person who had been on the fence

about whether they minded working with him and then had gone

back to Reid and said, no, they'd really rather not either.
That's what that's about.

Q Sc, these differences with this particular person,
were they Qubstantive about the case or were they more
personality driven?

a It was a bit of both but mostly just a difficult
personality clash with just personality issues, I would say,

primarily, differences in approach, differences of

personality. It just was not working very well.
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calendar for January 14." And then Rob Khuzami says: "I
think the 14th is a bit aggressive and probably unnecessary."
And then there's this: "OK?"

Reid Muocio below, at the bottom of the page, sends
an e-mail, dated Monday, January 4, 2010, 4:15 p.m. saying:
"This is a high-profile enforcement case that recently became
time sensitive."

A Mm~hmm.

Q Do you know in what way this case recently became
time sensitive?

A No. You'd have to ask him. I don't know what he's
referring to.

Q Is there any point in time when the Abacus case
was time sensitive?

A Not to me; no.

Q All right. Okay. Let me show you another
document.

MR. KOTZ: 1It's an e-mail from Robert Khuzami. Reid ?
Muoio, Lorin Reisnér and you, 1/15/2010, 10:51 p.m.- We will h
mark this as Exhibit 6.

(Exhibit No. 6 was marked for
identification.)

BY MR. KOTZ:

Q The e-mail that Robert Khuzami sent on 1/15/2010

at 10:51 a.m. is in response to an e-mail from Reid Muoio on




w ™

10
3y
12
13
14
15
16
17
18
19
20
217,
22
23
24

29

Page 29

be?

A I believe —— I don't recall specifically. I think
there was some leak in the newspaper -- not a leak but an
article in the neﬁspaper about Abacus, abdut other structured
products in the Journal that laid out a lot of the facts that
were going to be in our case, and I think that was the
concern that Reid had, and it might also be what was referred
to here by Rob, that a lot of the facts of our cése had come
out in another forum, in the press, and that we wanted to be
able to file our aqtual case as opposed to reading tﬁis —~=
you know, having read this report. It would have been nice
to get our case done at some point, sooner rather than later.

Q How would the facts being out there affect
anything?

A It doesn't -- it's just a matter of, gh =3 I think
that the staff had been investigating this matter for some -
time and wanted, you know -- and -~ and, uh, had -- hag
figured a lot of this out on their own and had reached a
ﬁoint where they thought they had sufficient evidence to
bring a case and were eager to’file i€

The newspaper articles don't have any real impact
one way or the other as it relates to that except that I
think it's just -- I think the staff would have liked'to have
been able to show thé world that they were on top of this

and, look, they ——- you know: They were already investigating
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S Q Okay. So, when you said, "I would prefer not to
2 file on a Friday. I suggest Monday." what was that all

3 about?

P e o e P G PP P

4 A For the most part, we don't typically file our

5. cases on Fridays just because those aren't the best news

A e

6 days. Articles on Saturdays aren't necessarily -- it's just
7  not our -- it's just not something that I like to do. It's

8 less of an issue these days than usual because you've got the

9 Internet and people repbrting things all around the clock.

10 But if you've got a choice, then ~- for the most part, I

e e ey P T T T P g

11 don't do it. That's all. Just a personal preference.

e

12 Q So, you want to get the most favorable and as much

SR R

13 press as you can from work with the SEC?
14 A Like I said, it doesn't matter as much as it used
15 to. 1It's just a personal preference of mine, probably from

16 having been here a long time, well before we even had the

g R P e e A

17 Internet putting out all of this press about us

18 instantaneously. But there's a deterrent value in what we

T g R T P e

19 do; and so, for the most part, we tend to try to be aware

20 that, you know, there are certain days of the week thaf

21 you're likely to get more coverage than others. So, that's
22 all.

23 - Q But at the end of the day, are you aware that when
24 the Goldman case was finally filed -- and we're kind of going

25 a little bit further in our questions. But it was filed on a

e 5 B Y e T e T B T T = N S N Ty YT R S b s oo
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A I did.

Q What was said at that meeting? Did Commissioner
Parades ask for the meeting?

A He did.

Q Okay. What did he ask for the meeting for; what
did he want to say?

A This was in connection with the case having been
put on the calendar, I believe, and he just =- he had a
number of questions about the recommendation and wanted to
talk about it in some detail.

Q Any particular areas that you remember he asked

about?

1B)(3)

(]
It was a

pretty long discussion.

Q Did he express any skepticism about any aspects of
the case?

A Skepticism? I think he was just expressing his —-—
I don't know if skepticism is the right word but he

definitely had a lot of questions.
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improper reason, in coordination with the White House, or

in coordination with other entities, to ensure some political

that it was put on the calendar and then pulled; put on
calendar and pulled. So, we're trying to understand why,

know, in the context of figuring out why eventually it

Mm-hmm.

And so, when we go back to look at the process, we

filed on the day it was.

gain.
A
Q
see
the
you
was
A
Q
you

then withdrawn twice?

you've seen it before?

Right.

So, my question was, I mean, is it unusual?

Have

s i e

T e P e e e

it

s e

seen other cases where cases were put on the calendar and |
Pl

A

Q

A

Yes.

Okay.

It happens.

. So,

relating specifically to aspects of the investigation.

matter was pulled the first time because staff was revisiting

its recommendations and issues.

it was pulled the second time. I'm sure you could refresh my
recollection with something. But all along the way, this

matter was put before' the Commissioner,-put on the calendar

I don't remember exactly why

and pulled off for reasons that related directly to the

PO SRR PO

IO TP

T T P T S
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it's not unusual or it is unusual but

This happens; and in the instance of
- Goldman, it happened because there were issues that came up

This
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investigation and that's —-— that's all I know.

Q Okay. I guess what I'm trying to understand is, if g
there are still gquestions about the approach, why wouldn't
those be resolved before you put it on the calendar? Why
would you put it on the calendar?

A In this case, that's what happened.

Q Was it related to any feedback from the
Commissioner or was it just --

A This matter was pulled the first time based

solely on conversations that the staff members had with

B)(5)
each other about the best approacht

(b)ia)

E)E)
That's

all this was.

I'm aware of no conversations with Commissioners
about whether this was a good or a bad idea or how to manage
that process. Although I don't remember specifically why we
decided to pull it the second time, it's my recollection
that there were, again, 1ssues relating to aspects of the
recommendation having nothing to do with timing; and that's

all I can tell you about that.

(BYTCH

BY

Q Dc you recall the decision to pull the Abacus

matter in January to have any connection to a decision to
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Wells Egol?
A I can't remember. I know that -- again, and as I

told you, I -- I don't remember from January to now all of
the specifics. I cannot recall and I wasn't aé involved
towards the end as I was earlier on in this investigation.

We did Wells Mr. Egol. I cannot recall the date
of that. If you have the date of that maybe --

Q It's January 29th. It was pulled on the 27th.

A Then that is probably it. But again, I do recall
that both decisions as to pulling it had to do with aspects
of the investigation and strategies that related to the
investigation and timing of, you know, one fell swoop with
everybody versus following up later; and that is all I can
recall about that.

BY MR. KOTZ:

Q Okay. Why was the decision made to Wells Egol?

(D)), (B)THT)

Q So, that was to try to see if a case could be

brought against Egol?

A No. I think the Wells -- the Wells process is one %
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Q But generally, in these types of cases that have

occurred in the past, would the SEC have informed the entity?

A I can't speak as to everybody and what they do and,

you know, what their practices are. I just can't answer
that.

Q All right. But you said thaﬁ many times in the
cases you've been involved in the SEC wéuld tell the company
in advance?

A Right.

Q But there were particular types of cases where it

would be not a good idea to do so because of the facts of the

case?

A Mm~—hrm .

Q And what I'm asking you is, is the Goldman case one

of those types of facts that you said it would be

particularly --

A . I would only be speculating. I wasn't involved in

any decision about, you know —-- about calling Goldman. I was

not involved in. that part of this. So, I can't answer your
question as to whether a call was made.

Q I'm not asking you whether a call was made. I'm
saying: You said to me, in many cases advance notice is
provided but-tﬁere were certain particular types of cases

where they wouldn't be provided based on the facts of those

particular cases.
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What I'm asking you is: Based on your knowledge of
the Goldman case, is that the kind of case where in your
experience you wouldn't provide that notice because of the
facts of that case?

A I know nothing about the facts of the case that
would lead me to that conclusion, that you would not make
that call; but I can't speak more specifically as to what
happened.

Q Are you aware generally if there is a new policy
now within the Enforcement Division not to provide advance
notice to companies when cases are being brought?

A I'm unaware of that. But then again, I'm unaware
of a policy td call them in every case either. I'm unaware.

Q So, why is it in your experience in most companies
‘have been called? Whose decision is that to make, ﬁheth;r a
company should be given advance qctiéé?

A Members of the staff.

Q Has it been your decision in the ?ast?

A I —- I suppose. I just --1 suppose that's right.
I guess it could have just as easily been a staff attorney or
an assistant director who would have made that --

Q But is it kind of generally understood within the
Enforcement Division that companies are contacted? You said
you're not aware of a policy. But I mean, there may not be

a written policy.
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A I'm unaware of a policy. I would say, in general,
for the most part, in most -- in most instances I'm aware of
that they -- they are aware ahead of time that we are

planning on bringing a filed action against them. But'f ==

Q And has it been brought to your attention that
from going forward that shouldn't be done, that something
should be done differently? |

A No.

o) Do you know if the SEC informed the New York Stock
Exchange that it intended to file a complainf against Goldman
prior to filing of a complaint? Do you know if that happened
in this case? |

A I don't know.

Q . In tﬁe cases tha; you've worked on; does that
happen, where the SEC informs.the New York Stock Exchgnge

about what's going to happen before it happens?

A It's not standard practice.
Q Okay. But it does happen on some occasions?
A I'm unaware of an instance in which I have informed

the New York Stock Exchange that we were about to file an
action.

Q What'about the ﬁxchange's trading hours? 1Is that
ever a consideration in a decision when to file a complaint

against a publiclyltraded company; in other words, not to

file it necessarily during trading hours because it might
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have an impact on a stock?

involved in where decisions were made not to file a complaint

against a publicly traded company during Exchange's trading

A

Q

hours?

consideration that the SEC should give, you know, the effect

on the tock of an action that the SEC brings?

each month have a significance for the expiration of options? [

you said, expiration date.for options.

A

Q

A

Q

A

Q

A

I'm unaware of a policy like that.

Page 53

Have you had anf situations that you've been

I'm unaware of that.

Do you think that that is an appropriate

I don't have an opinion about that; no.

To your understanding, does the third Friday of

Yes.

What is that significance?

The third Friday of the month is typically just as

You mean --

Q

What does that mean, that it's an expiration date

for.options?

at.

A

Q

£e 4o

I don't understand what you --

What options expire?

I'm still not following what'you'fe trying to get

I'm not trying to get at anything.

T e P e e oy P e ey e
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I'm just asking
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1 know.

2 Q Okay. All right. Are you aware of a potential

3 regulatory reform legislation that has been going through
4 | Congress, just generally?
5 A Generally; yes.

) Q Anybody at the SEC ever mention that legislation

7 in connection with the Goldman Sachs investigation or in

e o T e o e T T i ) s

8 . connection with the filing of an action against Goldman

g Sachs? :
10 A No.
11 Q Has it ever been expressed to you that it's

12 = important for the SEC that that legislation go through?

13 A I don't know. é
14 Q What do you mean? g
15 A Has anyone ever said to me that it was important

16 for the SEC?

17 Q Yes. It's important. It's important for the SEC
18 that this legislation be passed.

19 A I don't recall a specific conversation like that.

e A T T P LY X YNy

20 . Q Okéy. But you had general conversations with.

21 people about the legislation?

e AT g

E - ‘A Right.

e

23 Q Are you aware of any information indicating that
- 24 the SEC coordinated its action against Goldman Sachs with the

25 Executive Office of the President or any of its employees at

R B e
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the White House?

A Am I aware of?

Q ' Any information indicating that the SEC coordinated
its action against Goldman Sachs with the Executive Office of
the Président or the White House?

A Nd.

Q | Are you aware of any information indicating that
anYone at the SEC Shaxed any information concerning its
Goldman Sachs investigation with the Executive Office of the
President of the White House before it was filed?

A No.

Q Have you ever had a case where information was
shared withl the White House about what the SEC is doing?

A Not that I'm aware of; no.

Q Are you aware of any information indicating that
the SEC coordinated its action_agaiﬁst Golaman Sachs with
any-members of Congress or any Congressional employee?

A No.

Q Are you aware of any information indicating_that
anyone at the SEC shared any information concerning its
Goldmén Sachs investigation ﬁith any member of Congress or
any Congressional employee prior to the complaint being filed i
on April 16th?

A No.

.Q Are you aware of any information indicating the
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SEC coordinated its action against Goldman Sachs with the
Democrafic_ﬂational Committee, the Democratic Senate Campaign
Committee, the Democratic Congressional Campaign Committee or
any of its employees?

A No.

Q Are you aware of any information indicating that
anyone at the SEC shared any information concerning its
Goldman Sachs investigation with the Democratic National
Committee, the Democratic Senate Campaign Committee, the
Democratic Congressional Campaign Coﬁmittee or any employees
before it was filed on April 16th?

A No.

Q Do you know if any information about the Golaman
Sachs case was shared with or leaked to the news media or
any journalist before the complaint was filed on April 16th?

A No.

Q@  And you didn't do that?

A No, I did.not.

Q All right. Were you aware that my office, the
Office of Inspector General, had issued an investigative
report conéerning the St#nford Group around the same time
fhat the SEC filed its complaint against Goldman Sachs?

A I was aware there;was a report related to the

Stanford Group but I can't remember the date; but I was

aware there was such a report.
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(B)TIEA)
Structuring Marketing and Sales Practices. [

[ENT7iA

Q Right. I'm interested in the one that is referred

to as Abacus.

A Okay.

Q So did you have involvement with that one?

A I did.

Q Okay. What was your involvement?

A I was the branch chief that was really supervising

the day-to-day activities in that matter pretty much
throughout the life of the case.

Q Okay. How did you first learn of it? How did you
first become involved in it?

A. Well, let me get back and tell you how the case
started.

Q Okay.

(GHET]
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(B)(3)

Q So you were the one who found the information that
started this whole thing?

A Yeah. I think that one of us, one of my great team i
would have found it. It just was a matter of we broke up the
various databases and document collections that we had, and
we each took responsibility for going through part of it,

And the e-mail that came up was pretty -- it was hard to
miss.

Q Did you understand that this investigation was ever

considered a national priority for the SEC?

A I think at some point in time, and this is -- I
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A I'm not sure that better press coverage is the
right way to put it. I think maybe that more people might
read it. I think the coverage, you know, would be the same
coverage, but more people are reading the paper on a Monday,
perhaps, than they are on a Saturday morning.

Q Do you remember conversations at that time, you
know, -so it was fi;st placed on the calendar_in December, and
then it was taken off, then it was put back on.

A Mm-hmm.

Q Do you remember conversations about filing it at
that time, before it was pulled the second Eime?

A You know, I don't. I just remember the same
discussion that I'm going to refer to as the parallel track
discussion and then the we really need some written.evidence
from IKB discussion. And ﬁhat's e

Mﬁ. KOTZ: 'Let me show you another document. I'll
mark ‘it as Exhibit No. 6. This is an e-mail exchange between

Reid Muoio and Cheryl Scarborough, 1/25/2010, 2:37 p.m. And

this e-mail references a meeting that Commissioner Paredes

asked for in a January 25 e-mail.
(Exhibit No. 6 was marked for
identification.)
-THE WITNESS: Mm-hmm.

BY MR. KOTZ:

Q Do you remember, did you attend that meeting?




WD AR sl oy AR

10
11
i3
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 43 |

A I believe I did. I think there may have been a
couple of meetings with him, but I believe I was at one, and
the timing on this looks to be right.

Q And what was that meeting all about?

A You know, there are often meetings sort of in every
case where if a commissioner has a question, wants to speak
to the staff directly, ask about a case, probe the merits of
the case, they'll ask for such a meeting. And my
recollection, it was such a meeting.

Q And so what were his concerns about the case? Do

you remember?

|)(5)

I remember being —— probably a half hour, 40 minute

. BIIe) . (gl
meeting. Ken Lench, Reid, me,

was probably there, Commissioner Paredes, and I believe at
least one, maybe two of his staff members I can still kind of
picture sitting in the room.

More specificaily than that, I think that, you
know, we sort of explained the case to him and he asked a

number of questions, but those are the two that I remember.

Q Is it fair to say that Commissioner Paredes was
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skeptical about some of the claims or about the case?

(B)i3)

Q Did you get the impression that you had kind of
answered his concerns by the end of the meeting or that they
were still kind of outstanding?

A I mean I think we all did our best to answer his
questions in the best way we can, whether or not we were
successful in taking any reservations that he may have had
away, I think is probably best evidenced by his vote at the
table, right?

But I mean yeah, our goal up there was just to be
forthright with him and answer the questions to the best of
ocur abilities.

Q Were there concerns among the team that perhaps the
Commission would ﬁot accept, would not vote in favor of this
case?

A Well, I think being sort of staff and everything
that we have to do, you know, our commission delegates us the

authority to do things, so you always want to ~- you can't

take something to your client and not be somewhat concerned
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to make the Commission look good if and when that's brought.
I like to think that of every case I brought when it goes
out.

I did the Dow Jones bavid Lee investigation. You
know, it's a case we worked very hard on, and I was héppy
when it went out, and hdpefully the Commission loocked good
there. |

Q Right, ﬁﬁt I mean when this case came out it
created a bigger splash than other cases.

A It did.

Q So it did provide, it did make the_Commission loock
good during that timeframe. Do you get the sense, because it

was Goldman Sachs, that there was an expectation that that

might happen and therefore that was a reason to let's already

get it out and get people, you know, making the SEC look
good, particularly after, you know, some bad press in the
past?

A I think that there was some expectation that this
would‘get some press coverage. I think the level of press
coverage that it got, I know it shocked me. Reid said it
shocked him. And I don't think that anyone sort of at my
level that I talked to ever expected anywhere near the
reaction to this case that it was. And as far as I'm

concerned, it's a good case, but it's a single CDO. There

were hundreds of these things out there.
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A You know, exactly. I was sort of just given a
schedule. I know that there was a schedule. The logic
behind that schedule or what that schedule was, frankly, at
this point in time were the least of my concerns. My only
concern at this point in time was trying to get this filed at
9:30 a.m.

MR. KOTZ: And then the next e-mail we'll_mark.as
Exhibit No. 14. 1It's an e-mail exchange between you and Reid

Muoio the next day at 9:23 a.m. where he says, “Can you call

me?" .
(Exhibit No. 14 was marked for
identification.)
THE WITNESS: Yep.
BY MR. KOTZ: |
Q Do you know what that was about?
A I think what happened was, if you remember, if you
look a little bit earlier it says on —-- I dguess it's Exhibit

No. 10, "The plan is to e-mail you a complaint cover sheet

and summons late tonight or early tomorrow morning with the

expectation you would sign on my behalf and then file the

action as soon as the clerk's office opens."
At some point in time, I remember talking to Reid
or perhaps it was one of our litigators saying, 'Are you sure

this is okay? Are you sure it's okay if I sign the complaint

with your name and my initials next to it?' And the
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assurance that I got was, 'Sure, no problem.'

So my recollection of the chain of events was that
I did get the papers -- it's all coming back to me. I was
definitely ill and in court and obviously couldn't recover
from that, so that was why I said, "If you can get it to me
tonight,™ if it's possible because I want to try to sleep in
a little bit tomorrow.

So I did get the papers at some point in time, I
don't remember what time that night, and printed them up.
There was one change that had to be made. I think Lorin

wanted one word changed, so I printed those up, signed them.

(BYTHC)
I think it was not Reid. I signed them for

B
| put my initials next to them, and put them on my desk

at the office and was planning on coming in at 9:30 the next
morning and filing those papers,
I got in the next morning, grabbed the papers, went

down to the clerk's office at 9:30, was in line. She said,

(BITHC)
'Are you And I was like, 'No.'

BTG :
'Who are you?' She said, 'You

(BHTIC)

didn't sign this. You're not[ This can't be

filed this way.'
So I said, 'Okay.' So I went back upstairs and I
called Reid, and I said -- I think I left him a voicemail or

maybe I sent him an e-mail from my DOJ account, I don't know,

I just said, 'We've got a problem, I can't file the case,'
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and explained what it was —-—- or maybe that's not exactly what %
I said, but the gist of the conversation and -- although this
is before 9:30, so exactly what this referring to I don't
know.

I may have gone down a little early. 1In fact,
frankly I think I did go down a little early to make sure
that it was filed around 9:30 and I could actually make it to
court by 10:00. But I couldn't file it and then they said,
'Don't worry about it; ﬁe'll find someone else to do it.'
And my recollection is that they went to New York and the New 3
York office, and then someone sent it.

MR. KQTZ: Let me show you the next e-mail, which
we're going to mark as Exhibit No. 15, from Reid Muoio to
Lorin Reisner and Andrew Calamare 4/16/2010 at 9:50 a.m. And

then Lorin Relisner sends an e-mail below at 9:43 a.m. to

(B)THC)
Andrew Calamare, "Thanks for your help.| is waiting at

the clerk's office in the Southern District of New York for a
new version of the compléint with your name added and signed
by you." And then Reid responds that you'll be in court and
unavailable, so we ask that you have sémeone do the filing
for us and then e-mail the PDF version.

And so by that time you couldn't file anymore
because you had your court appearance?

(Exhibit No. 15 was marked for

identification.)
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THE WITNESS: I was in court.

BY MR. KOTZ:
Q And so they were planning to.get a new version of
(BT HCY
the complaint that, I guess,| had signed or --
A I think someone in the New York office. I don't

even know who signed the actual complaint, but it may have
been Andy Calamare, actually signed the original version of
the complaint.

Q And do you know when the complaint was actually
filed?

A I don't. I think it was very close to 10:00, a
little bit after 10:00 in the morning. I don't exactly know.

Q And was there a concern with the schedule that it
was now 10:00 instead of 5:30? Do you know if that had
anything --

A I don't know. I want to say that it didn't seem
like anyone was really freaking out when I came back upstairs
and said they didn't let me file it. So but that's all I
could base it off of.

MR. KOTZ: Let me show you the next document. This
is 4/20/2010, marked as Exhibit No. 16, e-mail exchange

(e
between you and Reid Muoio and where you say,

"I see Congress has asked for docs on the Bbacus case. Maybe
I am better off here." Do you know what you were referring

to there?
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(Exhibit No. 16 was marked for
identification.)

THE WITNESS: Sure. I have seen congressional

hearings and I think I was joking about the fact that, if

they have asked for guestions about the Abacus éase, I just
had visions of myself or Jeff or Reid sort of in front of

some committee in Congress being asked questions.

BY MR. KOTZ:
Q Okay.
A So I was just referring to --
Q So after thé-case was filed, Congress had asked for

documents? Is that what your recollection is?

A I think I must have seen that in the paper, and
that's all that I can -- in fact, yeah; tha;'s all I can
think of. I mean locking ét the time, it was 8:53 at night,
and typicglly I think what I would do -- and framkly, I did
go back to fhe office, and I wou;d read the Wall Street
Journal and other things every night as sort of a little bit
of a break.

This would be -- actually, this a Tuesday or
Wednesday; so that's what I'm guessing.
Q Okay. And in the end, the caée was“fi;ad on a

Friday. Do you remember any discussions about that, given

that in the past the SEC hadn't filed cases on Friday?
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Q All right. Let me ask you some additional
questions. Were you aware of the financial regulatory reform

legislation that has been goihg through Congress and I guess

is still going through Congress?

A Generally, vyes; specifically, no.

was aware that there was talk of passing financial

legislation reform, but beyond that I really wasn't aware

of --

Q Okay. Has anybody in the SEC ever mentioned this
legislation in connection with the Abacus investigation or in

connection with filing a case against Goldman Sachs?

A No.

Q Are you aware of any information indicating that
the SEC's actions against Goldman Sachs or the timing of that

action was related to or to advance financial regulatory

reform legislation?

A I am not.

Q Are you aware of any information indicating that
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the SEC coordinated its action against Goldman Sachs with the g

Executive Office of the President or the White House or any

of its employees?

A I am not.

Q Are you aware of any information indicating that
anyone at the SEC shared any information concerning its

Goldman Sachs investigation with the office of the President,
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1 the White House or any of its employees prior to the é

complaint being filed? i

2 b
3 A I am not. é
4 Q _Are you aware of any information indicating that E
5 the SEC coordinated its action against Goidman Sachs with any %
6 members of Congress or other congressional employees?

7 A I am not.

8 Q 'Are you aware of any information indicafing that

9 anyone at the SEC shared any information concerning its
10 Goldman Sachs investigation with any members of Congress or
11 congressional employees prior to the complaint being filed?

39 A I am not.

3 Q Are you aware of any information indicating the SEC

14 coordinated its actions against Goldman Sachs with any

g g

15 Democratic National Committee, the Democratic Senate Campaign
16 Commitfee, the Democratic Coﬁgressional Campaign Committée ﬁr E
17 any of ité employees?

18 A I am not.

19 Q Are you aware of any information indicating that
20 anyone at the SEC shared any information concerning its

29 Goldman Sachs iqvestigation with the.Demécratic National

22 Committee, the Democratic Senate Campaign Committee, the

e A T e T T

23 Democratic Congressional Campaign Committee or any of its

s m——ap g

24 employees prior to the complaint being filed?

25 A I am not.
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"Notification of Defendants. Every effort should be made to
avoid the possibility that defendants in an SEC enforcement
action first learﬁ of the action when they iead about it in
the newspapers or when they are called by a reporter for
éomment about the SEC's complaint. The f:iivfisiomr regional or

district office primarily responsible for the filing of a

particular complaint shall take all necessary steps to see

that the defendants and/or their counsel are given timely
advice concerning'tﬁe action."

Were you aware of this particular provision?

(Exhibit No. 17 was marked for
identification.)

THE WITNESS: At that time i was not, I don't
thiﬁk, unless -- i mean I guess i'd have to sort of ;ead
specifieally;_see if_this relates to the concept of sort éf
the wells process, as weil, which ;— I don't:knowlif‘that's
what this is refeffing to in somé way.

BY MR. KOTZ:

Q | Is there ; distinction between the welia érdqgss
where you're giving notice that you're planning to make a
recommendation to.the Commission and giving notice that
you're filing a cémplaint?

A It does seem like there = yeah; there should be a

distinction.

o So then isn't it pretty clear that this is talking
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about defendants in an SEC enforcement action first learn of
the action, not a wells situation where there is the

possibility of an action?

A Fair enough.
Q Ckay
A Fair enough.

Q So you weren't aware, specially, of this SEC
administrative.regulation or generally that there was a
provision that stated that every effort should be made to
avoid the péssibility that defendants in an SEC enforcement
action first learn of the action when they read about it in
the newspapers. Is that right?

A Yeah, I mean that's right. This is not an issue
that I have ever dealt with before where I have acﬁually sort
of been the one responsible for making suéh decisions, filing
ﬁo@plaimtsror.frankly dealing with cdmpanies on this levei,
so.it‘s just not gomething-I would have ever had the
opportunity to look into.

Q But are you surprisaa to see that there is actually
a particular policy on this issue?

A Am I surprised to see there is a policy?

Q Yes.
A There is a policy on everything, so am I surprised

to see it? No.

Q That this is the policy, that the policy is that -
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again. So.
Q Okay. All right. I'm going to ask you now a
series of questions.

‘'Were you aware generally of the financial
regulatory reform legislation that has been advancing through
Congress and I guess is still moving through Congress?

A _ Yes.
o) Okay.
A Generally.

Q Has anybody at the SEC ever mentioned this -

legislation in connection with the Goldman Sachs

investigation?
A No.
Q Okay. Has anybody at the SEC ever mentioned this

legislation in connection with the filing of the action
against Goldman Sachs?

A No.

Q Okay. Do you have ény reason to believe the SEC's
action against Goldman Sachs and the timing of the action was

related to or was to advance financial regqulatory reform

legislation?
A No.
Q Are you aware of any information indicating that

the SEC coordinated its action against Goldman Sachs with The .

Executive Office of The President or The White House or any
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of its employees?
A No.

Q Are you aware of any information indicating that

anyone at the SEC shared any information concerning its
Goldman Sachs invesﬁigation with the executive office of the.
President, The White House, or any of its employees prior to
the complaint being filed?

A No.

Q Are you aware of any information indicating that
the SEC coordinated its action against Goldman Sachs with any
members of Congress or any congressional employees?

A No.

Q Are you aware of any information indicating that

‘anyone at the SEC shared any information concerning its

Goldman Sachs investigation with any members of Congress or

any congressional employees prior to the complaint being

filed?
A No.
Q Are you aware of any information indicating the SEC

coordinated its action against Goldman Sachs with the

‘Democratic National Committee, Democratic Senate Campaign

Committee, the Democratic Congressibnal Campaign Committee,
or any of its employees?

A No.

Q Are you aware of any information indicating that
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anyone at the SEC shared any information concerning its
Goldman Sachs investigation with the Democratic National
Committee, the Democratic Senate Campaign Committee, the
Demccratic Congressional Campaign Committee, or any of the
employees prior to the complaint being filed?

A No.

Q Are you aware of any infqrmation indicating anyone
at the SEC shared any information concerning the Goldman
Sachs investigation with the news media or any journalisté
prior to the complaint being filed?

A No.

Q Were you aware that the Senate Permanent
Subcommittee on Investigations was also investigating Goldman
Sachs at that time?

A I == I don't think so, but, I mean, I'm sort of
trying to remember. I knew after we filed the case there's
been a lot of interest from other regulators and other —- you
know, the Congress'and the committees and so forth, but I
don't -- I don't remember that before we filed the case.

Q Okay. Do you know if anyone at the SEC informed
Goldman Sachs in April that the Commission had approved the
staff's recommendation to file an action, that they were
about to file it?

A Can yoﬁ say that again? I'm sorry.

Q Was Goldman Sachs informed that the SEC was going
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Right?
A In this e-mail?
Q In the e-mail and from‘your recoilection.
A Yes, I remember ——.yes, I think this timeline is

roughly accurate, so, yes.

Q So at somé peoint in time it was decided to-go
forward with the case without having worked through the
difficﬁlties in taking Egol's testimony and placing it on the
calendar in December.

A Yes. I mean -- yés, we —- the e;mails refresh my
recollection that we -- that the —- the matter was put on the
calendar prior to taking Egol's testimony and then was
withdrawn when it was decided that, no, we need to take
Egol's testimony first.

Q Who made that decisioﬁ, do you know, to withdraw

‘the case from the calendar and decide to take Egol's

testimony before you. brought it up?

A I don't remember. I don't know. Certainly it
ﬁasn't me.

Q Was it from feedback from the Commission or was it

an internal'decision made by the Enforcement staff that was

working on the case?

A Ildon't remember. I'm not -- I don't remember and
it's very possible that I may have not even known that.

Q Were there any folks who thought there's no point
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right enforcement team might be, if I'm reading this right.
BY MR. KOTZ:

Q Was your enforcement team the right enforcement
team?

A Well, it's hard to say. The part that would
suggest it is if you look on the second page, Louise Story, I
think is the New York Times reporter. I think it's her and
Gretchen something. She writes: We've spoken with a number
of people who have been contacted by the SEC in its
investigation of CDOs and they've been asked extensive

guestions on synthetics and other CDO protection within those

(B)(5)

deals. That makes me think they found the right people.

[(B35)

[B35)
Sa == B80; ¥yes, I think it

came from the right people.

Q Was there any concern when the story came out that
it would adversely impact the investigation? Did it
adversely impact the investigation?

A I don't remember -- well, let me answer that a

couple ways. I don't remember talking about that with the

[eXme
team. Really it's and Reid and me. I had that concern
personally and —-- and for the reasons I described, once

something becomes more high profile, the front-page story in

the New York Times, witnesses become more cagy, you don't
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B
tend to have cooperating witnesses as easily.

(B)(5)

(BH5)

And so that's my

interpretation of when Reid Muoio writes to us; FYI and
please be careful, you know. We're dealing with witnesses
all the time and, you know, you just have to have heightened
attention to saying something ;0 a witness about anything
that could become a part of a New York Times article.

Q Did you think that in the end the story had an
adverse impact on the investigation?

A Not on the Abacus Investigation. Frankly, the
Abacus Investigation, you can see, we later took Egol's
testimony for example, but we'd already talk to a number of

witnesses in Abacus so it didn't hurt that. It -- it had an

impact on our other CDO matters that I referenced, but that's

not adverse.

Q Then when the story came out, we have an e-mail and

GIE]
I don't know whether I need to show you this,

says page 1 above the fold, I wonder how they got the story?
But in the end you never determined how they did get the
story?

A No, and my guess is multiple sources. Again, I
mean I have no evidence that it came from within the building

-- I mean, the SEC.
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A I'm just reading the e-mail. I remember a

discussion but I don't even think it reached Reid Muoio's

(B)(THC)
level. I think me and for lack of a better

word sort of talking the breeze and talking about it and
saying there's a reason you don't file con Friday because

people —-- people don't pay attention to the news on Friday

and then you're in this weekend schedule. But I'm not even

~~ I know that -- that -- he and I informally talked about
that but going to Reid, no, I don't remember that.

Q .Did you understand that generally the Commission's
approach was not to file cases that could get media attention |
on Friday?

A No, I -- honestly I don't even know what the
Cqmmission approach is. I'm sorry. I'm sure there might be
one. I just -- I don't know it.

Q Subsequently, in late January 2005, there was a

meeting with Commissioner Paredes. Do you remember that?

BY7HC)
[ Do you mean 20107

BY MR. KOTZ:
Q I'm sorry. Yes, late January 2010, there was a
meeting with Commissioner Paredes.

A I -- I remember meeting with Commissioner Paredes.

~ Maybe there were multiple meetings because I remember one --

I remember meeting with Commissioner Paredes. I don't know

when it was.




W »N

oy W

10

11

12

13
14
15
16
17
18
19
20
21
22
. 23
24
25

Page 47

Q What do you remember about that meeting?

A I remember a meeting, again not sure when it was,
but someone, I don't know who, I think I briefed one of his
staff members whose name 1s escaping me, forgive me, about

the case. Commissioner Paredes wanted a meeting. We met in

B} THC)
his office with{ me, Reid Muoio and maybe Cheryl

Scarborough was there and Lorin I think was there as well --
Lorin Reisner, and Commissioner Paredes and his staff member
again whose name escapes me. We reviewed the draft action
memo and certainly there was —- what I really remember was a
long discussion about the merits of the case. Commissioner
Paredes asked a lot of -- Commissioner Paredes and his staff
member asked a lot of questions about the merits of the case.
Frankly, I thought' they had a good understanding of how the
CDO worked and he asked the right -— I mean again this is a
staff attorney's perspective on Commissioner Paredes's
questions so it's not worth much, but T certainly remember
him asking the right questions and challeﬁging, you know,
aspects 6£ the case.

Q Was he skeptical of certain aspects of the case?

A Yes.

Q Any particular aspects that you can recall?

A Yes. The one that I remember most -- there may

have been more than this; right, but the one that I remember

particularly was he felt that the representation ACA selected
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the portfolio which is really our main misrepresentation as
to investors —-- he felt that that may have —-— that that could

have been accurate, that -- you know, that what -- and he --

{b)(5)

Q Did you feel that by the end of the meeting you had }

allayed his concerns or addressed his concerns?

A No, not at all. I mean, as I said, a robust
discussion. I feel -- particularly Lorin was talking. It
wasn't -— I think I may have said a word or two, but Lorin

certainly, you know, while acknowledging his point laid out

why we felt that it was misleading, why in the market it

; 6]
would be misleading
TB)(5)

In our view it wasn't that way.

But I certainly didn't leave the meeting feeling that
Commissioner Paredes was persuaded.

Q Was there concern within the Enforcement staff that
the case that would be brought to the Commission would not be
approved?

A I think == I think there's always that concern.

And one other thing if I could about that meeting.
Commissioner Paredes wasn't not persuaded. In other words, I

remember Commissioner Paredes asking us to provide additional
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