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4 E-Mail, 
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(b)(7)(C) 
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5 

10 

15 

20 

25 

Page 12 

1 the in's and out ' s are. And basically the attitude reflected 

2 to me was, it was my job to take the charges as they were 

3 even in July already had been decideq and walk the papers to 

4 court, in effect; and I was over the. period of time reminded 

of that pretty often. 

6 Q Who were you reminded of that by? 

7 A Reid Muoio. 

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

9 you to have more of a role? 

(b)(5) 

11 

12 

13 

14 

16 

17 

18 

19 

21 

22 

23 

·24 Q ~1 right . Let's go through them one by one. You 

mentioned .the boss . Who were you referring to? 
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~ 

A Did I mention the boss? t 
Q You sai.d that you thought the boss of the ~ • 

lower-level indi.vi.dual should have been subpoenaed and it 


took months to happei) . 


A Oh . Egol is his name. 


Q Is that fi.rst or last name? 

A Jon~thari Egol, I think . 

Q What was hi.s position? 

A 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 de~k, plus some technical people. 

bl(ll(C) I
So, it .was Tourre; a guy named who was the junior guy,r1.....----...l 

and Egol. That's it . Three guys. 
(b)(5) 

·Q Why was that? 
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(b)(5) 

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 b e lieve, and t h is is my belief based o n 

experience i n this case which still bothers me a lot, that 

there was a great deal of sati sfacti on in the no tion that we 

were going to bring a f raud actio n a gainst Goldman Sachs . 

Now, t hat was enough. But beca_u,se in the past Commissioners 

who are no longer here had famously said corporations cantt 

act except through individuals , also anticipation that needed 

some individual and that was Tourre . · 

Q Did you ever get t he 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 ~ooking at 

Egol and looking at others it would take time where you had a 

case against Goldman Sachs ; you want to get it out? 

A We~ l , I wish I cou l d r e membe r a ~pecific i nstance 
(b)(5) 

where somebody said that . 

(b)(5) 

You don't need to b e a genius to know that , you 
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1 know, with Madoff and Stanford and all thi s bad publicity 

2 that the agency leadership would probably like to get 

3 something to show it was aggressive and with the publ i city 

4 about the a gency 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 Q -And s o, how did you e v entually convince the folks 

8 to look more c a refully at Egol? 

(b)(7)(C ) 

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


(b)(7 )(C) I

10 .·'----,--- ---' 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 

rb)(7)(C) (b)(5) I .that sa.1.d 

13 

gUeSS Since it WaSn 1 t rb)(1)(C) Isaying ._- -) ______________.II 

.12 

14 r bi(5

15 that when - - and then, surprising to me, I got called into 
rb)(7)(C) 

16 Ioffice and was told that the front office didn't want 

17 me to drop out of the case , t hat they l iked the fact t hat I 

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

19 said, okay, ·I willl'bX 
5 
> 

2 0 L.l__ _~lAnd I '-e·-t- _;_______________________________________--'<bJ<51 
_____ w n- J<5,;::: == == == == = = == == == == =- ~j<;;b = == == == == = = == == == == ~ 

117 121 and ._l<b__)cc_ ____.1dropped out of the picture. 

22 It always struck me as kind of wei rd, 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 
I 

25 case . J 

i 
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hoped that those would get to the Commissioners at least. 


I was very conscious of the fact that bureauc.racy can't 


operate with junior people running over the heads of the 


senior ·people all the time; and on the other hand, X wasn't 

getting any reaction to what I thought was an important 

issue, one that I thought inadvertently or whatever could 
(b)(5) 

I 
(bXS) 

I And I thought somebody higher 
~------------------------------~ 

up should be aware of it. 

The reference .to Steve's comments, ''within the 

bounds of you.r 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 knew about it, she 

might ask that more get done. 

(b)(S) 

. But it was backhanded the way it was, I think 

pretty much the way it actually went to the Commission 

finally and didn't real -ly reflect the serious consideration I 
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1 thought it deserved. 

2 l ' ve strayed away from the question probably. 

3 I don't remember . I don ' t know what the New York Times 

4 article was. 

Q And then in the end, the Goldman case was withdrawn 

6 from the December 17th calendar ; is that right? 

7 A I saw the e-mail yesterday that reminded me about 

8 that. 

9 Q Okay . What was your understanding of the reason 

given for the decision to withdraw Goldman from the December 

11 17 calendar? 

12 A Well , I don ' t believe I knew - - I don ' .t recal~ 

1 3 irJlowing in advance it had been withdrawn. Bu.t I saw the 

14 e-mail the same as everybody else, is my recollection. Maybe 

somebody did mention it to me: 

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

17 has been withdrawn. Why is that? He said, well, 
rb)(7)(C) 

I 
18 

(1>)(5) 

I 
19 

(1>)(5) 

I That was the reason I was giv·en and that ' s 

the reason it was in the e-mail. 

21 I was shocked to see that the e-mail was so 

22 explicit about the reason. You didn ' t usually see that . 

23 I've seen that a little more frequently of late but it was 

24 pretty unusual back then. 

Q And you referenced in one of your e-mails to Steve 

~ 
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1 We will mark this as Exhibit 4. It ' s an e-mail 

2 l
(b )(1)(C) 

from you to Reid Muoio ; " cc 1 " 1/26/2010 at 
~--------------~ 

3 11:38 a.m. 

4 (Exhibit No. 4 was marked for 

identif ication. ) 

6 

7 

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

l
(b)(7)(C) I . 

reason'­· ----'is on these memos is , even though I was sti.ll 

8 on the case, I felt that the water had become so poisoned 

9 between Reid and myself that it made sense to put somebody 

else on the case. So , I asked that somebody be put on and it 

11 was -­ conti nues on the ca,se today. 

12 BY MR. KOTZ: · 

13 Q A11 right . . so , i.f y ou see a t the t op of the p age 

14 ·on Exhibit 4, the e -mail, you say : "Thanks . I hear the. 

Chairman wants to file Thursday, s o you will ne ed t o have 

16 someone standing by a t the c o urthouse, I guess . " This i s 

17 January 26, 2010 . 

18 A Right . 

19. Q Why di.d the Chairman want to file Thursday? 

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

. 21 Q You we re going to ·say? 

22 A Well, we had had a practice , which actually I think 

'23 this case violated eventuall y, of not filing major actions on 

24 a Friday because t he news media -­ it ' s a l i ttle outdated now 

with the Internet and everything. But there ' s not the space. 

-
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in the paper on Saturday . So , you get more bang for the buck 

if you sue earlier i n the week. 

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

be cause by Friday you lose the cove rage? 

I ' m not saying t hat that was the Chairman ' s 

I ' m saying th~t t hat was somethi ng that was often i 
§ 

A 

reasoning. 

a consideration in the trial uni t . and i n the Divisio~ of 

Enforcement. I don ' t know why the Chairman wanted to file 

Thursday. 

Q , . And why. was it put 'back o n the calendar jus t a 

month late r ? Was this -­ a~ter the December 17th closed 

Commis sio n c alendar. So, it was withdrawn from t hat 

calenqa~ . Then shortly after that, you parti cipa ted i n the 

t es t i mony of Egol? 

A I think Egol ' s testimony was in Decemb.er. 

Q Okay . And so, do you r e call wha t the thinking was 

in terms of putting it back on the calendar in Jan~ary?. And 

the n eventually it was removed from tha t calendar . 

(Pause . ) 

THE WITNESS: I ' m sorry. I was reading the e-mail. 

It just doesn ' t refresh me . I'm sorry . Your question was · 

what? 

BY MR. ~OTZ : 

Q Do you recall why- initially it was plac~d on the 

c a lendar ' i n January a nd then eventually removed from that 

--

I 
I 
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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 
(b)(5) 

investigation. 

(b)(S) 

(b)(S) 

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

· 
 anybody else - ­

Q Was there a resp~nse to that? 

No . I never got a response to that . 

Q Do you recall Commissioner Parades wanting to meet 

with ~he team in the January t~ frame ' to talk about the 

.. 


case? 

A 

exactly - ­

have bee.n 

time. We 

Q 
(b)(5) 

We did meet with Parades but I don ' t know 

I though t that was -- that probabl y - - that may 

before it was pulled off the calendar the seconO., 

met with him at some point. 

What happened in that meeting? 

2.5 
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(b)(S) 

Q So, he was s~eptical 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 
[bj(5) 

Q S9, do you feel like you resolved his concerns., 

you and others? 

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. b~lieve Egol came up; or if it did, it 

was me ntioned and dismissed. 

Q Okay . 

A Yeah. Right. I'll stick by that. 

Q So , after it was taken off_the calendar the second · 

ti.me, there -was continued investigative steps relating to 

Egol mostly or -­

A Ther.e are mostly a lot of e-rnails and collection 

of evidence and stuff, trying to decide whether we should 

-
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21 another e-mail . We'r·e going t o mark this as 

22 (Exhibit No. 5 was 

23 identificatio·n.) 

24 BY MR. KOTZ: 

Page 40 ! 
(b)(5),(b)(7)(C) 

I 
I 

~ 
t 

~ 
j
l 

~ 

I
l 
l 

f, 

I 
ft 

I 
~ 

Q Okay. 

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


Exhibit 5 . 


marked for 


Q Thi.s i.s an e-mai.1 fro~ you to Rei.d and Ken Lenc h , 

_.~~w-wiofii~,:,MI'1 ...... ~~·~ 

25 
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·important one to bring. " . i 

Q So , was it e ver expres sed that this was a case that 

. was important for the SEC's overall reputa tion? 

A Oh, I- think everybody knew that. 

Q So , the dec ision was ma de by Rob Khuzami, Tuesda¥, 

Marc h 23 , 2010 , "No on Egol . " Then at that point , the case 

was moved forward and put on th~ calendar for now the ~ird 

time . Do you ·know why it was put on the calendar for that 

particular d a y in April? 

A · I think they tried to get it on the calendar as 

soon as they could. 

Q Did y o u have discussions with cmybo.dy o r hear 

spe cifically why particular days were .chosen to actuall y 

file the comp~aint in April? 

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

. I think they tried to -- thought about filing it so6ner . 

~f you ' re asking whether I'm ·aware of any· reason 

other than just the mechanics 6f filing litigation, the 

answer is arr abs~lute no. 

Q Now, it was eventually file~ 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 Khu:zami , 

http:cmybo.dy
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I1 was quite shocked at the stock market ' s reaction, that the 


2 filing of the case had. 


3 Q Really? 


4 A Nobody expected that. 


Q Were there any concerns expressed about that? 

6 A Concer n in what way? I think people were a l ittl e 

7 surprised t hat t he case had as much -- .I mea.n, I t hink peopl e 

8 e xpected. i t to . have an impact . I t h ink t hey were s hocked 

9 t hat . it had an impac t as great as i t did . 

Q But in the pas t , had there been kind of an 

11 unwritten rule or maybe eve n more than that, that the SEC I 
12 didn't file a complaint like that ·during trading hours · 

13 because of the possible impact on company stock and yet 

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

any thing about that? 

16 A We have to file when the couit s are open·us ually.I 

1·7 Courts are· open r ou-ghly the same, time as the markets open·. I 

18 guess, you know, sometime~ maybe in the past there may haye 

19 been instances ~here we waite~ until 4: 00 o ' clock to file 

but 

21 Q D.id you have any discussion· about the fact that it 

22 had such an impact on the market, ~e conce rn ·about the stock 

.23 of Goldman being so adversely affected by this news? 

24 A Before we .filed? 

Yes. 
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A No, I didn ' t hear anything . 

Q What about ·after you -­

A I was not real l y very closely involved in i't . I 

still had my name on the compl aint . I do know I was 

surprised and I felt a little bad myself that maybe somebody 

i ncludi ng me should have perhaps raised the issue of giving 

Goldman a l i tt l e _n o t ice t hat we were _going to fi l e. 

Q What about that issue? Did anybody at the SEC 

inform Goldman that they we re qoing to file? 

A As far as I know, no ; a nd a ll I know i s what. I 

. read in the papers. 

- Q Was it common to i _nform companies? 

A Pr etty c onunon . 

· Q And so, do you have any idea why in this case it 

wasn'f. done? 

A Maybe the inexp~rience of the front office ,· the 

desire of pe ople to get t he case out . I don ' t know whether 

· it was consid ered and r~jected _ or just not thought _of . 

Q Now, you say the desire of averyone to get the case 

out. Are you aware of any specific reason for a desire to 

get the case out other than just as soon as possible? 

A . No . I think there w~~ a s e nse t hat we ' d sat on it 

too long already becau s e of. a ll t he se issues , that 

· 	 essentially I ' m sure somebody would have b r ought up but I 

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

2 Q Right ~ 

(b)(5),(b)(7)(C) 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

1 5 

16 

1 7 

1 8 

19. Q Were you aware , did you hear at any point in time 

20 any discussion ab.out the SEC sharing any .information 

21 concerning .its Gol..dman Sachs .investigation with the White 

22 House, the Executive Office of the President or any members 

23 of Congress? 

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

(b)(5) I
25 lwas sur prised to f i nd out we weren't~--------------------~ 
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1 r~(b-(5---------------------------------------------~~~ ) 
2 ~~-----o wn __d_o __ __m_ b____ ?----------------------------~________a_t __y o_u .e_a_n__ y. t_h_a_t__ 
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11 
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24 


(0)(5) 

Q Did you hear anything or aware of any information 

. indicating that the SEC coordinated with the Democratic 

National Committee or DeD\ocratic 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 No. I think it was great that the thing didn't 

leak at all , as far as I know . 

Q OUr offi ce 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 i':"lvestigation 

report? 

A I ·don ' t think I was aware it was the same day; no. 

-~··~ 

1 
, 

, 
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1 C 0 N T E N T S 


2 


3 WITNESS : EXAMINATION 


4 Cheryl Scarboro 4 


6 


7 


8 


9 


11 


12 


13 


14 


16 


17 


18 


1 9 


21 


22 


23 


24 


EXHIBITS : 


1 


2 


3 


4 


5 


6 


7 


8 


9 


10 


11 


. DESCRIPTION IDENTIFIED f · 


E-Mail, Scarboro to Muoio, 10/20/09 12 


E-Mail, ~uoio to Scarboro, 10/22/09 14 


E-Mail, Scarboro to Muoio, 12/04/09 16 


E- Mail Chain, Cohen and Muoio, 01/04/10 19 


E-Mail Chain, Scarboro and McKown 


12/08/09 23 


E-Mail, Khuzarni to Muoio et al. 27 


E-Mail Chain, Scarboro and Muoio 


01/22/10 30 


E-Mail Chain, Scarboro and Muoio 


01/27/10 37 


l(b)(7)(C) I

E-Mail, I to Muoio, 02/25/10 44 


'-----.....: 

E - Mail, Muoio to Scarboro et al. 04/07/10 46 


E- Mail, Muoio to Scarboro, 04/08/10 47 
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i 

working with this particular person because he was very 
" l 

difficult to work with and that one or two 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 workin'g :with that particular member of the trial 

unit. That is what that was about. 

Q And who was that member of the tria~ unit? 

A ~~~-X7-)(C-) ----------~ 
Q So, these five folks were not members of the trial 

unit? They were on the investigative side? 

A These are staff attorneys. Branch chief and staff 

at torneys . Right . 

Q And i.t s ays , "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 So, these differences wi.th this particular person, 

were they substantive about the case or were they more 

persona~ity driven? 

A It was a bit of both but mostly just a difficult 

personality clash with just personaliby 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 : 

Page 27 i 
"I ~ 

think the 14th is a bit· aggressive and probably unnecessary." 

And then there's this: - "OK?" 

Reid Muoio 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 se11sitive." 

A Mm-hrnm. 

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: It ' s an e-mail from Robert Khuzami. Reid 

Muoio, Lorin Reisner and you, 1/15/2010 , 10;.51 p.m . We will 

mark this as Exhi bit 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 

I 
1 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 29 ~ 

! 

be? 

A I believe I don ' t recall speci£ically. I think 

' there was some leak in the newspaper-- not .a leak but an 

articie in the newspaper about Abacu~, about 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 

concer·n that Reid had, -and it might also be what was referred 

to here by Rob, that a lot of the facts of our case had · come 

out in another forum, in the press, and that we wanted to be 

able to file our actual case as oppose~ to reading this -­

you know , having read this report . . It would have been nice 

'ljto 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, uh -- I think 

that the staff had been inv~stigating . this matter for some 

t ime and wanted, you know and -- and, uh, had -- had 

figured a lot of this out on their own and ·had reached a 

point where they thought they had sufficient evidence to 

bring a case and were ea,ger to· file it. 

The newspaper articles don ' t have any real impact 

one- way or the other as it relates to that except that I 

think ft ' s just--:- I think the. staff would have liked· to have , 

been able to show the world that they were on top of this 

and, look, they -- you know : They were already i nvestigating 
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1 Q Okay. So , when you said, "I would prefer not to 

2 file on a Friday. I suggest Monday." w}lat · was that all 

3 about? 

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

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

6 days . Articles on Saturdays aren ' t necessarily -~ it's just 

' 7 not our· it's just not something that ' r like to do . It ' s 

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

' 
9 Internet and people r-eporting 'things all ·around the clock. 

B~t if you've got a choice, .then ·-- for the most part , I 

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

1 2 Q So, you want to g~t the most favorable and as much 

13 press as you can from work with th~ SEC? 

14 A Like I said , · it doesn ' t matter as much as it used 

to. It's just a personal preference of mine, probably from · 

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

17 Internet putting .o"ut· all of this .press about us 

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

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

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


21 you ' re likely to 'get IJtOre coverage than others . So, that's 


22 all. 

. 

23 Q But at. the ·end of the day, are you aware that when 


2 4 the Goldman case was. fina:J..ly filed - - and we're kind of goin.g 


. a little bit further in our que~tions . But it was · filed on a 


I . 

~

j 
-~ 
1 
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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 di'd he ask for the meeting for; what 

did he want to say? 

A This was in connection V!ith the case having been 

put on the calendar, I believe, and he just -- he had a 

Inumber of questions about the recommendation and wanted to 


talk about it in some detail. 


-Q Any particular areas that you remember he asked 


~out? 
(b)(5) 

(b)(S) lrt was a 

pretty long discussion. 

Q Did he express any skepticism about any aspects of 

the case? 

A Skept.icism? 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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1 ~proper reason, in coordination with the White House, or 

2 in coordination with other entities , to ensure some political 

3 gain . 

4 A Mm-hrnm . 

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

6 see that it· was put on the calendar and then pulled; put on 

7 the calendar and pulled. So, we ' re trying to understand why, 

8 you know , in the context of figuring out why eventually it · 

9 was filed on the day it was. 

A Right ; 

11 Q So, my question was , I mean, is it unusual? Have 

12 you seen o ther cases where cases were put on the calendar and 

.1 3 the n withdrawn twice?· 

14 A Yes . 

Q Okay . . So, it' s not unusual or it is unusual but . 

1.6 you 1 ve seen i .t before? 

17 A .I t happens . Thi s h a ppens ; and i n the instan~e of 

1·8 ·· Goldman, it happened .because there were issues that came up 

·19 relating spec ifically to aspect s of t he investigation . This 

matter was pu lled t he f irst t ime beca use sta~f was revi siting 

21 its recommendations and issues . I don 1 t remember exact ly why· 

22 it was pulled the second time . I ' m sure you could refr esh my 

2 3 r ecoll ection with somet hing . But a ll along the way, this 

2 4 matt·er was put before · the Commi ssioner , put on the ca l endar 

and p u lled off for reasons that related d i rectly to t he 

1­
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1 investigation and that ' s --that's a l l I know. 

2 Q Okay. r guess what I'm trying to understand :is, if 

3 there are still questions about the approach , why wouldn't 

4 those be resolved before you put i t on the calendar? Why 

would you put it ·on the calendar? 

6 In this case , that's what happened. 

7 Q Was it related to any feedback from the 

g Commissioner o r was it just 

9 A This matter was pulled the first time based 

solely on conversations that the staff members had with 

ll(b)(S) 
11 each other about the best approach! 

(b)(5) 

12 

13 
(b)(5) 

I That ' s 14 
~--------------------------------------------------------~ 

· all this was. 

16 I ' m aware of no conversations with Commissioners 

1 7 about whether this was a good or a bad idea or how to manage 

18 that process . Although I don ' t remember specifically why we 

19 decided to pull it the second time, it's my r ecol lection 

that there were, again, issues relating to aspects of the 

21 r ecommendat i on hav i ng nothi ng to do with timin g ; and that ' s 

22 

23 

24 

all I can 

Q 

tell you a bout that . 

l 
(b\(7)(C) 

BY . 

Do you recall the decision to pull tbe Abacus 

matter in January to have any connect ion to a deci.sion to 

t . 
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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 as involved 

towards 'the end as I was earlier on in this investigation. 

We did Wells Mr. Egol. I cannot recall the dat& 

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? 
(nX5).(n)t7){C) 

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

brought against Egol? 

A . No. I think the Wells - - t.he 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 practi ces are. I just can ' t ans·wer 

that . 

Q All right. But you s aid that many times in the 

cases you've been involved in the SEC would tell the company 

in advance? 

A 

Q 

Right. 

But there were particula r type s of cases where it 

would be not a good idea to do s o because of· the facts of the 

case? 

A Mm-:-hmm . 

Q And wbat 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 b.e speculating . I wasn ' t invol ved in 

any decision about , you kn9w. -­ about call ing Goldman .. I was · 

no t involved in. that part of this. So , I can't answer your 

question as· to whether a cal l was made . 

Q I'm not asking you whether a c all was made. I'm 

saying: You said to me, in many cases advance notice is 

provided but ·there were certain particular types o f cases 

whe r e they wouldn •·t be provided based on the facts of those 

partic ular cases . 
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1 What I'm a s king you is: Based on your knowledge of 

2 the Goldman case, is that the kind of case where in your 

3 experience you wouldn't provide that notice .because of the 

4 facts of that case? 

A I know nothing about the facts of the case that 

6 would lead me ·to that conclusion , that you would not make 

7 that call ; but I can ' t speak more specifically as to what 

8 happe ned. 

9 Q Are you aware generally if there is ·a new policy 

now within the Enforcement Division not to provide advance 

1 1 notice to companies -when case s are being brought? 

12 . A I ' m unaware of that . But then again, !\m unaware 

13 of a policy to call them in every case either . I ' m unaware. 

14 Q So, why is it in your experience in most companies 

have b e en called? Whose decision is that to make, whethe r a 

16 company_should be given advance notice? 

17 A Members of the sta ff . 

18 Q Has it bee~ your decision in the past? 

1 9 A I -- I suppose. I j ust -- I suppose t hat' s right: 

I guess i t could have j ust as easi.ly been a staff attorney or 

21 · · an a s sis.tant d irector who would have made that -­

22 Q But is it kind of gener~lly understood ·within the 

2 3 . Enforcement Division that companies are contacted? You said 

2 4 you're not awar e of a policy . But I mean, there may not be · 

a written policy . 

~ 
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1 A I'm unaware of a policy. I would say , i n general , 

2 for the most part , in most -­ in most instances I ' m aware of 

3 that they -­ they are aware ahead of time that we are 

4 planning on bringing a filed action against them . But · I 

Q And has it been brought to your atten tion that 

6 from going forward that shouldn't be. done, that something 

7 should be don~ differently? 

8 A No . 

9 Q Do you know if the SEC informed the New York Stock 

Exchange that it intended to file a complaint against Goldman 

11 prior to filing of a complaint? Do you know if that happened 

12 in this case? 
.. 

13 A I don ' t know. 

14 Q In the cases that you ' ve worked on, doe~ that 

happen, where the SEC informs the New York Stock Exchange 

16 about wha~ ' s going to happ~n before it happens? 

17 A It ' s not standard practice . 
' . 

18 Q Okay. But it .does qappe n on some occasions? 

1 9 A I ' m unaware of a n inst ance in which I have ·· informed 

the New York Stock Exchange that we were qbout to file an 

21 action . 

22 .Q What about the Exchange's trading hours? Is ' that 

23 ever a consideration in a · decision when to file a complaint 

24 against a publicly traded company ; in other words, not to 

file it necessa.rily during trading hours be cause it might 
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1 have an impact on a stock? 

- 2 A I ' m unaware of a policy .like that . 

3 . Q Have you had any situations that you've been 

4 involved .;in where d e cisions were made not to file a compl'aint 

against a publicly traded company during .Exchange's . trading 


6 hours? 


7 A I ' m ~naware of t ha t . 


8 Q Do you thi.nk that. that is an appropriate 


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


on the tock of an· action that the SEC brings? 

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

12 Q To your understanding, does the third Friday of 

13 eac;h month have a si_gnificance for the expira tion of options? 

14 A Yes . 

Q What is .that significance? 

16 A The t hird Friday of the month is typicall y just as 

17 you said, expir~tion date . for option·s . I don ' t know what 

18 you mean 

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

for options? 

2 1 I don' t understand what you - ­

22 .Q What options expire? 


23 A I ' m still not fo],. l owing what you ' .i:e trying to get 


24 at . 


Q I'm not· trying to get at anything. I'm just asking 
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know. 

Q Okay . ~1 right. Are you aware of a potential 

regulatory reform legislation that has been ·going through 

Congress , just generally? 

A General l y; yes . 

Q Anybody at the SEC ever mention that legislatitm 

in connection· with the Goldman Sachs investigation or in 

connection with the filing of an action against Goldman 

Sachs? 

A No . 

Q Has it ever been expressed to you that it's 

impoJ:"tant for the SEC that that legislation . go through? 

A I don ' t know . 

Q What do you mean? 

A Has anyone ever said to me that ~t was important 

for the SEC? 

Q Yes . It's important. It''s important; for the SEC 

that this legislation be passed . 

A I don ' t r ecall a specific; conversation like that. 

Q Okay . But you had general conversations with . 

people about: the legislation? 

Ri ght. 

Q Are ·you aware of any information indicating that · 

the SEC coordinated i~s action against Goldman Sachs with the 

Executive Office of the President or any of its employees at 

. . 

{ 

i 

J 
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1 the White House? 

2 A Am I awa re of? 

3 Q Any info~tion indicating that the SEC coordinated 

4 its action against Goldman- Sachs with the Executive Office of 

5 the President or the ·White House? 

6. A No . 

7 Q Are you aware of any information indicating tha.t 

8 anyone at the SEC shared any information concerning its 

9 Goldman Sachs investigation with the Executive Office of the 

1 0 President or the White House before it was filed? 

11 A No . 

12 Q Have ·you ever had a c ase l'lhere information was 

13 shared with the White House a:bout what:· the SEC is doing? 

14 A Not that I ' m a ware .of; . no . 

15 Q Are you aware of· any information indicating that 

. . 
16 the SEC coordinated its action·.. against Goldman .Sachs with 

17 any-members of Congress or any ·congressional employee? 

1 8 A No . 

1 9 Q ·Are you aware of any · information indicating that 

20 anyone at the SEC shared any inf~rmation concerning its 

.21 Goldman· Sachs· investig~tion ~ith any member of .Congress or 

22 any Congress ional employee prior to the complaint. being filed 

2 3 on April 16th? 

2 4 A No . 

25 Q Are you awar~ of any informatiQn indicating the 
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1 SEC coordinated its -action against Goldman Sachs with the 

2 Democratic National Committee, the Democratic Senate ' Campaign 

3 Committee, the Democratic Congressional Campaign Committee or 

4 any of its employees? 

A No . 

6 Q Are you aware of any information indicating that 

7 a~yone at the SEC shared any information concerning its 

8 Goldman Sachs investigat-ion with the Democratic National 

9 Committee, the Democratic Senate Campaign Committee, the 

Democratic Congress-ional Campaign Committee or any employees 

11 before it was filed on April 16th? 

12 A No . 

1~ .Q Do you know i f any information about the Goldman 

14 Sac~s case was shared with or leaked to the news media or 

any journalist before the complaint was filed on April 16th? 

16 A No . 

17 Q And you didn't do that? 

18 A No , I did not. 

19 Q All right·. Were you aware that my office, the 

Office of Inspe.ctor General, had issued an investigative 

21 rep~rt concerning the Stanford Group around the same time 

22 that the SEC filed its- complaint against Goldman Sachs? 

23 A I was aware there .was a report relat ed to the 

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

.aware there was such a repor t . 
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(b)(7)!A) 

1 Structuring Marketing and Sales Practices. 

(b)(7)(A ) 

2 

3 t 

t4 

6 Q Righ~. I'm i n terested in the one that i.s referred 


7 to as Abacus . 
 II 
8 A Okay. 


9 Q So did you have invo1vemen t with that one? 


A I did. ~. 

11 Q Okay. What was your invol vement? 

12 A I was the branch chief that was really supervising 
! 

t•13 the ciay-to-day act,i.vities in that matter pretty much 

14 . throughout the life of the case. 
' 

Q Okay. How did you first learn of i.t? How did you 

-
16 . fi.rst become involved i.n i.t? 


17 A- Well, let me get back and tell you how the case 


18· started. 

' 

19 Q Okay. l 
(b)(5) 

I21 

22 

23 

24 

\\" 

\ 
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(b)(5) 
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(b)(5) 

1 


2 


3 

4 

6 

7 

8 

- 9 

11 

12 

13 

14 

Q So you were the one who found the information that 

16 started this whole thing? 

1-7 A Yeah. I think that one of us, one of my gr eat team 

18 would have found it. It just was a matter of we broke up the 

19 various databases and document collections that we had, and 

we each took responsibility for going through part of it. 

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

22 miss. 

23 Q Did you understand that this i~vestigation was e ver 

24 cpnsidered a national priority for the SEC? 

A I think at some point in time, and this is - - I 

· 
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1 A I ' m not sure that better press ­ coverage is the 

2 r i ght way to put it. I t hink maybe that more people mi ght 

3 re~d it . I think the cove~age , you know, would be 'the same 

4 coverage , but more people a're reading the pap~r on a Monday, 

5 perhaps , than they are on a Sat~rday morning. 

6 Q Do you remember conve rsations ~t that time, you 

7 know, -so it was first pl.aced on the calendar _in De.cember, and 

8 then. it was taken of~ , then it was put back on. 

9 A Mm- hmm. 

1_Q Q Do you remember conversatiOJ}S about filing it at 

11 that time, before it was pulled the second time? 

12 A You know, I don·' t . I just remember the same 

13 discussion that I' m going to refer t o as the ~arallel track 

14 discussion an·d then the we really need some written evidence 

15 from IKB discussion . And t hat ' s 

16 MR. KOTZ : ' Let me show you another document . I ' ll 

17 mark it as Exhibit N_o . 6 . This is an e - mail e xchange be tween 

18 Reid Muoio and Cher yl Scarborough, 1/iS/2010 , 2:37 p . m. And 

19 this e -mail references a meeting that Commiss i oner Par edes 

20 ·asked for in a January '25 e-mail. 

21 . . (Exhibit Np. 6 was marked . for · 

22 i dentificati on. ) 

23 . THE WITNESS : Mm- hmm . 

24 BY MR. K()TZ : 

25 Q Do you remembe r, did you attend that . meeting? . 

~ 
~ 
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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 s.taff '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 we~e his concerns about the cas~? Do 

you remember? 
(b)(S) 

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

(b)(7)(C) l(b)(7)(C) I I 
meeting. ·'--________, Ken Lench, Reid, me, .____________, ~l
was probably there , Commissioner Paredes, and I believe at 

least one, maybe two of his staff members ~ can still kind of ~ 
~ 
) 

picture sitting in the room.. 

More specifically than that, I think that, you 

know, we sort of explained the case to him and he as ked a 

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

Q Is it fair to say that Commiss ione r Pare des Mas 
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(b)(5) 

some of the claims or about the 
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case ? 

44 

3 

4 

6 

7 

8 Q Did you get the impression that you had kind of 

9 answered his concerns by the end of the meeting- or that they 

were still kind of outstanding? 

11 A I mean I think we all did our best to answer his 

12 questions in the best way we can, whether or not we were 

13 successful in taking any reservations that he may have had 

14 away, I think is probably best evidenced by his vote at the 

table, right? 

16 But I mean yeah, our goal up there was just to be 

17 forthright with him and answer the question s to the best of 

18 our abilities. 

19 Q .Were there concerns among the team that perhaps the 

Commission would not accept~ would nbt vote in favor of this 

21 case? 

22 A Well, I think being sort of staff and everything 

23 that we have to do, you know, our corcuniss i on del egates us the 

24 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 David Lee i nvestigation . You 

know, it ' s a · case we worked very hard on, and I was happy 

when it went out , and hopefully the Commission looked good 

there. 

Q Right, but 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 look 

good during th~t 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 lpok 

good, particula;r~Y a~ter, you know, some ba~ press in the 

pas t? 

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 . Arid I don ' t think that anyone sort of at my 

level that I talked to ever expecte<:f 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 COO. There 

were hundreds of these things out there. 

i
J 
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A You know, e xactly. I was sort· of just given a 

$Chedule. I know that there was a schedule. The logic 

behind that schedule or what that schedule was, frankly , at 

this point in time ~ere the least o f my .concerns . My only 

concern at this point in time was trying to get . this f iled at 

9 : 30 a .m. 

MR. KOTZ: And then· the next e-mail .we ' ll mark as 

Exhibit No. 14 . I t ' s a n e-mail -e x change between you a nd Reid 

Muoio the next day at 9:23 a . m. where h e says , "Can you call 

me?~' 

{Exhibit No. 1 4 was marked for · 

identification.) 

THE WITNESS : Yep . 

. BY. MR . KOTZ : 

Q Do you know what that was about? 

A I think what happened was, i f you reme~er, if you 

look a little bit earlier it says on I ~ue~s 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 o·ffice opens ." 

At some point in ):ime, I remember talking to Reid 

or perhaps· ii was one Of our litig~tors saying , ' Are you sure 

. this is okay? Are you ~ure it ' s okay if I sign the complaint 

with your name and my initials next to it? ' :And the 

I, 

~ 
i_ 

~ ~ 
I 
ii 
! 
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1 assurance that I got was, ' Sure, no problem. ' 

2 So my recollection of the chain of events was that 

3 I did get the papers -- it's all coming back to me. I was 

4 definitely ill and in court and obv1ously couldn't recover 

from that , so that was why I said, " If you can get it to me 

6 tonightr" if it ' s possible because I want to try to sleep in 

7 · a little bit tomorrow. 

8 So I did get the .papers at some point in time, I 

9 don ' t remember wh~t time that night, and printed them up. 

There was one change that had to be made. I think Lorin 

11 

12 

wanted one word changed, so I printed those up, sign€d them. 

l
(b)(1XC) I 

I think it was L. -----------' not Reid. I signed them for 

14 at the office and was planning on coming in at 9:30 the next 

morning ahd filing those papers. 

16 I got in the next morning, grabbed the papers, went 1 

17 down to the clerk ' s office at 9:30; was in line. She said, 
(b.)(7 )(C) 

18 ' Are youl And I was l .ike, ' No. ' 
L-------~ 

(b)(7)(C) I
19 ' Who are you? ' She said, ' You L. _________Jl

[b)(7)(C) I 
didn't sign this . You ' re not lL.------~ This can ' t be 

21 filed this way. ' 

22 So I said, 'Okay .' So I went back upstairs .and I 

23 called Reid, and I said -- I think I left him a voicemail or 

24 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 -- alt~ough this 

j
is before 9 : 30, so exactly what this referring to I don ' t I 
know. 

I may have gone down a little early. In fact, 

frankly I think I .did go down a little early to make sure 

that it was filed around 9:3'0 and I could actually ma.ke it to 

court by 10 : 00. But I couldn't file it a nd then they said, 

'Don't worry about it; we'll find someone else to do it.' 

And my recollection is that they went to New York ·and the New 

York office , and then someone sent it. 

MR. KOTZ: 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 Reisner sends an e-mail below at 9 : 43 a.m. to 
(b)(7)(C) L 

Andrew Calamare, "Thanks for your help. '-----'rs waiting atl 
the clerk ' s office in the Southern Dist.rict of New York for a 

new version of the complaint. with your name added and signed 

by you·." And then Reid responds that you' 11 be in court· and 

. unavailable, so we ask that you have someone do the filing 

fpr 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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1 THE WITNESS: I was in court. 

2 BY MR. KOTZ: 

3 Q And so they were planning to . get a new version of 

4 the complaint that, I l 
(b)(7){C) I 

guess , L·------~had signed· or 

5 A I think someone in the New York office. I don't 

6 even know who signed the actual complaint, but it may have 

7 been Andy Calamare, actually signed the original version of 

8 the complaint . 

9 Q And do you know when the complaint was a c tually 

10 filed? 

11 A I don't. I think it was very close to 10:00, a 

12 little ,bit after 10:00 in the morning. I don ' t exactly know . 

13 Q And was there a concern with the schedule that it 

14 w~s now 10:00 instead of 9 : 30? Do you know if that had 

1 5 anything 

16 A I don't know . I want to say that it didn't seem 

17 like anyone was real ly £reaking out when I came back upstairs 

18 and said they didn ' t let me file it. So but that ' s all I 

19 could base it off of. 

2{) ·MR. KOTZ : Let me show you the next document, This 

21 is 4/~0/2010 , marked as Exhibit No. 
(b)(7J(C) 

16, e-mail exchange
I 

22 lbetween you and Reid Muoio andL.--------------~where you say, 

23 "I see Congress has asked for docs on the Abacus case . Maybe 

24 I am better off here." Do you know what you were referring 

25 to there? 



1 (Exhibit No. 16 was 

_Page 
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2 ·identification.) 

3 THE WITNESS: Sure. I have seen congressional 

4 .hearings and I think I was joki·ng about the fact that , if 

5 they have asked for questions about the Abacus case, I just 

6 had visi'ons of myself or .Jeff or Reid sort of in front of 

7 some committee in Congre ss being asked questions . 

8 BY MR •. KOTZ: 

9 Q Okay. 

10 A So I was just referring to -­

11 · Q So after ·the case was filed, Congress had asked for 

12 documents? Is that what your recollection is? 

13 A I think I must have seen that in the paper, and 

14 that's all that I can -­ in fact, yeah, that's ail I can 

15 think of. I mean looking at the time, it was 8:53 at night, 

16 and typically I think what I would do -­ and frankly, I did 

17 go back to ~he office, and I would read the Wall Street 

18 Journal and other things every night as sort of a little bit 
,, 

19 of a break. 

20 This would be -­ actually, this a Tuesday or 

21 .Wednesday , so that ' s what I ' m guessin~ . 

· 2 2 Q Okay. . And in the end, the case was "filed on a 

23 Fr;i.day_. Do you remember any discussions about that, .given 

24 that in the past the SEC hadn't · filed cases on Friday? 

A I don't. 
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1 Q All right. Let me ask you some additional 

2 questions. We re you aware · of .the financial regulatory reform 

3 legislation that has ·been going through Congress and I gue ss 

4 is still going through Congress? 

A ~enerally, yes ; specifically, no. In general , I 

6 was a ware that there was talk of passing financial 

7 l egisla t i on refor m,. but beyond · t ha t I really was n't a ware . 

·a of 

9 Q Okay . Has anybody in the SEC ever mentioned· thi s 

legis lation in connection with the Abacus i nvestigation or in 

11 connection with filing a case against Goldman Sachs? 

12 A No . 

13 Q Are you aware of any information indicating that 

14 the SEC's acti ons against Goldman Sachs or the timing of that 

action was rel.ated to or to advance financial regulatory 

16 reform legislation? 

17 A I am not . 

18 Q Are you aware of any information indicating that 

19 the SEC coordl.nated its· action against Goldman Sachs with the ~ 
Executive Office of the President or the White H~use or any 

21 of its employees? 

22 A I am not . 

23 Q ·Are you aware of any ·information indicati'ng that 

24 anyone at the SEC shared any information concerning its. 

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

I 
~ 

complaint being filed? 

A · I am not . 

Q Are you aware of any information indicating that 

the SEC .coordinated its action against Goldman Sachs- with any 

members of Congress or other congressional employees? . 

A I am not. 

Q Are you- aware of any information indicating that 

anyone at the SEC shared any information concernlng its 

Goldman Sachs investigation with any members of Congress or 

congressional employees prior to the complaint being filed? ~ 

i 
. A I am not. I 

Q Are you aware of any information indicating the SEC ( 
. i 

coordinated its actions against Goldman Sachs with any 

Democratic National Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign Committee 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 Democratic National 

Committee, the Democratic Senate Campaign Committee, the 

Democratic Congressional Campaign Committee or any of its 

employees prior to the complaint being filed? 

A I am not . 

-L 
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1 "Notification of Defendants. Every ·effort shou-ld be made to 

2 avoid the possibility that defendants in an SEC enforc~ment 

3 action first learn of the action when they read about it ih 

4 the newspapers or when they are called by a report.er for 

comment about the SEC's complaint. The division, regional- or 

6 district office primarily responsibl e for t he filing ·of a 

7 _particular compl aint s hall take · all necessary steps to see 

. 8 that ,the defendants . and/or their counsel are given ·timely· 

9 advice concerning ' the action. " 

Were you aware of this particular provision? 

11 (.Exhibit No . 17 w.as tna:rked for 

12 identification . ) 

13 THE WITNESS: At that time r was not, I don ' t 

1,4 think,. unless -­ · I mean l guess I ' d have to sort of read· 

specif.ically; .see if this relates to the concept of sort of 

16 the well.s . process, as well, which :.._ I don't know if that's 

17 what this is referring to in. some way. 

18 BY MR. KQTZ : . 

19 Q Is there a distinction between the wells process 

w~ere you're giving n.otice that you ,·re planning to ~ke a . 
. . 

21 recommendation tC? the Commission· and giving notice th~t 

22 you're filing a . complaint? 
. . 

' 23 ' A It does seem like there -­ yeah, there should be a 

24 distinction. 

Q So then isn't it pretty clear that this is talking 

J 
j 

I 

1 



1 about d e fendants in an SEC enforcement acti on first learn of 

2 the action, ·not a wells situation where there is the 

3 pos~ibilit~ of an action? 

A Fair enough . 

5 Q Okay 

6 A Fai r enough. 

7 Q So you weren't aware, s pecially, of this SEC 

8 administrative regulat_ion or g e nerally th~t there· was a 

9 provision that stated that every effort should be made to 

iO avoid th~ possibility that d e fendants in an SEC enforcement 

11 action firs t learn of the action when they read about {t in 

12 . .the ne wspape _rs .­ Is that right? 

13 A Yeah; I mean that ' s rig~t . This is not an issue · 

14 that I have .ever dealt with before where I have act~ally sort 

15 o f beem t~e one responsible for making s uch decisions , filing 

16 complaints· or . frankly d~aling with c ompanies ~ri th:i~ .l,.'evel; 

17 so it's just not something · I would ha ve ever had the·: 

18 oppo'rtun_ity to l ook into. 

19 Q . But _are you surprised to see that there is actually 

20 a ~articular policy on this i s sue? 

21 A Am I - surprised .to see there is a· policy?-

22 .Q Yes . 

23 A There is a policy on everything, so am ·-r surprised 

24 to see it? Nq. 

25 Q That this is the policy , that tl)e P <?licy is that 

~ 
I
f 
~ 
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1 again. So. 

2 Q Okay. A11 right. I'm going to a~k you now a 

3 series of questions. 

4 Were you aware generally of the financial 

regulatory reform 1egislation that has been advancing through 

6 Congress and I guess is still moving through Congress? 

7 A Yes. 

8 Q Okay. 

9 ·A · Generally . 

Q Has anybod¥ at the SEC ever mentioned this · 

. . 
11 legislation in connection with the Goldman Sachs 

12 investigation? 

13 A No. 

14 Q Okay. Has anybody at the SEC .ever mentioned this 

legislation . in connection with the filing of the action 

16 _against Goldman Sachs? 

1.7 A No. 

18 Q Okay. Do you have any reason to believe the SEC's 

19 action against Goldman Sachs and t~e t~ing of the action was 

related to or was to advance financial regulatory reform 

21 legislation? 

22 A No. 

23 Q ~e you aware of any information indicating that 

24 the SEC coordinated its action against Goldman S~chs with The 

Executive Office of The Pres·ident or The White. House or any 



. 
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1 of its employees? 

2 A No. 

3 Q Are yo:~:~ aware of any information indicating that 

4 anyone at the SEC shared ~ny information concerning its 

5 GOldman Saehs investigation with the executive office of the . 

'6 President, The ·White House, or any of its employees prior to 

7 the comp~aint being filed? 

8 A No . 

9 Q Are you aware of any information indicating that 

10 the ·SEC coordinated its action against Goldman Sachs with any 

.11 members of Congress or any congressional employees? 

12 A No . 

13 Q Are you a~are o f a ny information ind i cating that 

14 anyone at the SEC shared any i n formation conce rning its 

15 Goldman Sachs investigation with any members of Congress or 

16 any congressional employees prior to ··the compla int being · 

17 filed? 

18 A No . 

1 9 Q Are. you aware of any information indica ting the SEC 

20 coordinated ­its action agains t Goldman Sachs with ·the 

21 · Democratic National Committee, Democratic Se nate Campaign 

22 Committee , the Democratic Congressional Campai gn Committee, 

23 or any of its employees? 

24 A No. 

25 · Q Are you aware of any information indicating that 

··~· 
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1 any one at the SEC shared any information concerning its · 

2 Goldman Sachs investigation with the Democratic National 

3 Committee, the Democ.ratic Senate Campaign Committee , the 

4 Democratic Congressional Campaign Committee, o r any of the 

employees prior to ·the complaint being filed? 

6 A No . 

7 Q Are you aware of any information indicating anyone. 

8 at the SEC shared any information concerning the Goldman· 

9 Sachs investiga tion with the news media or any journalists 

prior to the complaint being filed? 

11 A No . 

12 Q Were you aware tha t the Sena te Permanent 

13 Subcommitte e on Investigations was also inve stigating Go ldman 

1 4 Sachs a t that time? 

A I-- I don ' t think so , ·but , I mean, I ' m sort of 

16 trying to remember. · I knew after we filed the case the r e ' s 

17. been a lot . of i n ter.est f r om other r e gulators and other -­ you 

18 know, the Congress and the committees and so forth , but I 

.1 9 don ' t I don ' t r emember that before we filed the case . 

Q Okay. Do you know if anyone at the SEC informed 

21 Goldman Sachs -in April t:,hat the Commi..ssion had approved the 

22 staff ' s r e commendation to file an action, that they were 

23 about to file it? 

24 A Can you say that again? I'm sorry. 

Q Was .Goldman Sachs informed that the SEC was going. 
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1 . Right? 

2 A In this e-mail? 

3 Q In· .the e - mail a nd from your recollection . 

4 A Yes , I remember - - y~s, I think t his t i meline i s 

roughly accurate , so, yes . 

6 ' Q So at some point in time it was decided to go 

7 forward with the case without having worked through the 

8 difficulties in taking Egol's testi~ony and placing i t on the 

9 calendar in December . 

A Yes . ·r mean -­ Y.es, we -­ the e-mails refresh . my 

11 recollection that we -­ that the -­ the matter was put on the 

1 2 c;alendar ·pri or to taking Egol ' s t ·estimony and then was 

13 withdrawn when it was de cided that, no, we need to take 

14 Egol ' s testimony f irst. 

Q Who ma de that d e cision, do you know, t o wi thdraw 

1 6 ·the case from the ·cal e n dar a n d d e cide to t a ke E~ol's 

1.7 t estimony b e fore you brought it up? 

18 A ': I don ' t ·remember. I don ' t know. Certainly it 

19 wasn ' t me. 

Q • Was it from fee dba ck from the Commiss ion or was it 

21 an internal decision ma¢e by the Enfor9ement staf f that was 

22 working on t he case? 

23 A I ·d.on ' t remember . I 'm not - - I Glon ' t remember and 

24 it ' s very possible that ~may hav~ not even known that . 

Q We re there any f olk s who tho~ght there' s n o p o int 
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right enforcement team might be, if I ' m reading this right. 

BY MR. KOTZ: 

Q Was your enforceme nt t e am 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, 

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 COOs and they've been asked extensive 

questions on synthetics and other COO protection within those 

bX5J 
. deals. That makes me think . t hey found the right people-. r 

(b)(5) 

(b)(5) I So -- so, yes, I think it 
L---------~------------~--------__J 

came from the right people. 

Q Was there a ny concern when the s tory came out that· 

it would adver sely impact the investigati on? Did it 

adverse~y impac t the inve stigation? 

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

couple ways . I don • t · remember talking about that with the 

.l(b)(7)(C) I 
team. Really it ' sl and Reid and me. I had that concern 

1'------' 

per~onally and -- and for the reasons I described, once 

so~ethin~ becomes more high profile, the front-page story in 

the N~w York Times, witnesses become more cagy, you don' t 

I 
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b)(S) 

1 tend to have cooperating witnesses as easily. 
r 1 

(0)( 5) 

2 


3 

(b)(5) 

4 And so that ' s my 


interpretation of when Reid Muoio writes to us; FYI and 


6 please be ca·reful, you know . We're dealing with witnesses 


.7· all the time and, you know, you just have to have heightened 

H attention to saying something to a witness about anything 

9 that could be.come a part of a Ne\v York Times article. 

Q Did you think that in the end the story had an 

11 adverse i.mpact on the· investigation? 

12 A Not on the Abacus Investigation. Frankly, the 

13 Abacus ·Investigation, you can see, we later took Egol's. 

14 testiiltony for examp.le , but we ' d already talk to a number of 

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

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

17 ·not adverse. 

18 Q Then when the story c~e ou~, we have an e-mail and 
(b)(7)(C) 

19 I . don't know whether · I need to show YC?U this, L__________Jl 
says page 1 above the fold , I wonder how they got the story? 

21 But. in the .end you never determined how they did get the 

22 stqry? 

23 A No, and my guess is multiple sources . Again, I 

24 mean · I have no evidence that it carne from within the bu-ilding 

-- I mean, the SEC. 

,0. 

http:examp.le
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1 A I ' m just reading the e - mail . I remember a 

2 discussi on b ut I don 't even thin k it rea ched Rei d Muoio ' s 

3 level. I think me I 
(D)(7)(C) I 

and ~...__________, for lack of a better 

4 word sort of talking t h e breeze and talking about it and 

saying there ' s a r eason you don ' t f i le on Friday because 

6 peopl e - ­ people don ' t pay attention to the news on Friday 

7 and then yo u're i n this wee kend sche dule. But I ' m not e ven 

8 - ­ I know that t h at -­ he and I informally talked about 

9 that but going to Reid; no , I don ' t remember that . 

Q Did you understand that generally the Commission's 

11 approach was not to file cases that could get media attention 

12 on Friday? 

13 A No, I - - honestly I don ' t even know what the 

1 4 Commission qpproach is . I ' m sor ry. I ' m sure there might be 

one. I just -­ I don ' t know it. 

16 ·Q. Subsequently , in late January 2005 , there was a 

17 meeting with Commissi oner Paredes . Do you_remember that? 

1 8 I 
(D)(7)(C) I 

1...__________,~ ~o you mean 20 10? 

19 BY MR. KOTZ: 

Q ·I'm sorry. Yes , late January 2010, there was a 

21 meeting with Commissioner Paredes . 

22 A I - ­ I r emember me eting wi th Commissioner Paredes . 

23 Maybe there we re multi ple meetings because I remember one - ­

2 4 I remember meeting wi ·th Conimissioner Paredes . I don' t know 

when it was . 
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Q What do you remember about that meeting? · 

A I remember a meeting, aga~n not sure when it was, 

but someone , I don ' t know who, I think I briefed one of his 

staff members whose name is escaping me, forgive me, about 

the case . Co~issioner Paredes wanted a meeting . We met in 

(b)(7)(C) I 
his office with~----------~ me, Reid Muoio and m~ybe Cheryll
Scarborough was there and Lorin I thi nk was there as well - -

Lorin Reisner, and Commissioner: Paredes and his staff member 

again whose name escapes me. We revi ewed the draft action 

memo and certainly there was -- what I really remember was a 

long discussion about the merits of the case. Cornrn"issioner 

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 underst~nding ' of how the 

CDO worked and he asked the right-- I mean .again thi s is - a 

staff. attorney ' s perspective on Commissioner Paredes's 

questions so it's not worth much, but I certainly ~emernber 

him asking the right questions and challenging, you know, 

aspects of 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 t 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 mis-representation 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 

l(b)(5) 

would be misleading! 
(b)(5) 

I In our view it wasn't that way. 
L-----------------------------~ 

But I certainly didn't leave the meeting feeling that 


Commissioner Paredes was persuad~d. 


Q Was there concern within the Enforcement staf£ 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, 

remember Commissioner Paredes asking us to provide additional 

I 
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evidence that would help him comfortable with the idea 

(b )(5 ) 

(b )(5 ) 

I So I remember we were tasked for example 
~--------------~ 

with preparing a chart showing why that was false and showing 

how investors were told that. And so this is a roundabout 

way of answering your question. So we worked on that 

diligently largely because, you know, we wanted to if at all 

possible get Commissioner .Paredes the facts to get 

comfortable with what. we thought was, you know 1 a good 

charge. 

Q Was there concern specifically? You had met with 


the Commission and he expressed skepticism. Was there 


concern specifically in the Abacus case that it might go up 


to the Commission and get rejected? 


A That was my impression from talking to Commissioner 

Paredes, that he -~ that he was -- after that meeting I 

didn't know either way. He didn't indicate I'm not going to 

recommend this, but ht certainly indicated I have -- it's a 

hard case and I have specific concerns, but he was very open 

what those were and we felt that the evidence -- we could 

marshal evidence that could alleviate those concerns. 

Q Were there any changes made in the investigation of 

the case or how the case was brought as a result of feedback 

from Commissioner Paredes or any other Commission? 

A I -- not that I can l. I think it was more of 
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1 the troubling news was. I am -- I -- I do not remember at 

3 outside the Commission. I do remember we were constantly 

4 talking about Goldman and the investigation withLrb-)(?-)(C-) ----~ 

because he just needs · to know how CDO theories are being 

6 perceived in the building so I am speculating that that's 

7 what we were talking about. Thanks. 

8 Q 'What do you remember about the ultimate decision 

9 not to charge Egol? 

A It. may not surprise you to hea·r that there were 

11 further meetings in Rob and Lorin's office, and that was 

12 great. I mean, again, this was to me ~- I'm a young staff 

13 I'm not age-wise young but I'm a new staff attorney who had 

14 never really -­ I didn't have any of reference for how 

decisions we being made. There was a phenomenal amount of 

16 thought and care put into the decision. After he Wells 

17 meeting there were further meetings in Rob and Lorin's office 

18 where this issue was debated. rb)(?)(C) Ihad a fully airing 

19 in which he still argued that Egol should be charged. By 

that point Reid Muoio was asserting that Egol should not be 

21 charged. I'm-- I'm far from a decision-'maker but I agreed 

22 with Reid and began to, you know, present why the evidence 

23 supported Reid's point of view. 

24 Ultimately what I remember, again, there's .a lot of 

meetings. I can't .remember any specific or what was said. 
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1 Reid Muoio. 

2 A Could I interrupt? Maybe 15. I think this one is 

3 15. 

4 Q I'm sorry. 

A No problem. 

6 MR. KOTZ: The 4/13/10, 9:12 p.m. e-mail from you 

7 
toj<b)(7)(c) ll(b)(?)(c) land Reid Muoio is Exhibit 15. 

8 (Exhibit No. 15 was marked for 

9 identification.) 

10 BY MR. KOTZ: 

11 Q Lrb-)(?-)(C_) ________~Isends an a-mail on the 13th, which was 

12 a Tuesday. Just curious, did we hear back to file tomorrow 

13 after the meeting or Thursday mo~ning? You ~espond: No word 

14 either way today. I think staff's prefer~nce, i.e .., Reid, 

L___ _J 
and me still Thursday morning but will let you know if 

16 we a~e instructed otherwise. What was going on there? 

17 A Yeah, I think you can see my sort of class 

18 consciousness coming out. This I remember feeling that we 

19 needed to quickly and not for any sort of fancy reason 

20 prosaically. Once you start circulating action memos, once 

21 you start getting a lot more people involved in a complaint, 

22 .you run the risk of someone leaking and you run the risk of 

23 someone, God forbid, trading on that information. I mean, 

24 that's -­ that's unacceptable. Right? And so I remember 

25 feeling that way and saying that, and saying this -­ we 
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didn't have a real sense of whether the complaint would be 

material to Goldman Sachs for example, but I sensed that it 

would be somewhat information and that you don't go through 

the process of getting an action memo approved and then wait 

while you're doing other things. 

Q Wou1d there a1so be a concern that if it got out in 

the press before you made the announcement 1 the press effect 

of the announcement wou1d be undercut? 

A I never had that concern. I mean, it makes senses 

when you say it, but I don't -- I never had that concern and 

no one said that to me. I was -- I know sounds corny. 

was much less fixated personally -- and again I'm not a 

decision-maker, I was much less fixated on, you know, how the 

press announcement would go and how much attention it got 

versus the idea of a leak would be catastrophic to me, you 

know, that -- that we -- it had to be professionally done. 

And, I mean, the real catastrophe is if there's any trading 

in Goldman Sachs' stock. That can't happen with the SEC. 

Right? And so I remember generally expressing that concern 

in one of those meeti.ngs and being -- and saying the timing 

is not mine you know, the timing is not at all a function 

of my decision making but surely there is an interest in 

filin9 as soon as we can. 

Q Were you instructed otherwise or how come it wasn't 

fi1ed on Thursday? 

I 
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1 A I'm piecing together the chronology events.. I 

2 think on Wednesday we got Commission approval or 

3 authorization and it wasn't filed on Thursday, was filed 

4 on Friday. And so the question then is why? don't know. 

What I do remember is as I think this e-mail reflects, we 

6 weren't completely the loop. ~j<b-)(?-)(C-) ----~ the litigator, 

7 for example, and he didn't know. At that time the 

8 decision-makers for when to file were more senior to me if I 

9 remember..Obviously they're more senior to me. I remember 

that we were waiting for word from Rob and Lorin, frankly. 

At the same time I -­ we were drafting and redrafting that 

12 complaint like madmen that week. 

13 We'd already had a draft, but, example, I I 

14 became very paranoid in the middle of the week that had we 

done enough fact-checking, that every fact in that complaint 

16 could be confirmed? So I remember Thursday when I guess in 

17 theory we were authorized to file the complaint still doing 

18 what might be sort of obsessive fact-checking. In other 

19 words, this sente.nce in paragraph 33, how do you know that 

and why? And so from my perspective while I as I said I 

21 wanted it to happen soon because I was sca.red leaks, there 

22 was work to be done on the complaint and so Thursday we -­ I 

23 think probably there's an e-mail on this. ! think on 

24 Thursday there were still edits to the complaint being made. 

So those were necessary edits.. And I don't know why it 
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A I don't remember any discussion about that. Again 

personally -- personally, I think you -- you know, you file a 

complaint when the time -~ time is ready -- when the 

complaint is ready, but I don't remember a discussion. 

Q Were you surprised at the extent of the media 

attention about .the complaint? 

A I was, yes. 

Q You said you were. Were there others not 

surprised? 

A It's hard remember. I think -- I think Reid 

Muoio may have been but I can't specifically recall. And 

beyond that, I mean, the. -- the press guys were really kind 

of I think -- I don't remember talking with them about that, 

but those would have the people I would as.sume ~ho would 

be more in tune to how the press would react. I -­

Q Do you know if they were surprised? 

A I don't know. I I was trying to remember if I 

talked with them about it.. I don't. 

Q Were you aware generally that the national 

regulatory reform legislation that has been advancing through 

Congress and I think it's about to be passed? 

A Can you repeat that? I'm sorry. 

Q Were you aware generally of the financial 

regulatory reform legislation that has been advancing through 

Congress this year and is about to be passed? 
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A I -- I have been generally aware of it, yes. 

Q Has anybody at the SEC ever ment~oned this 

leg~.slat~on in connect~on w~th the Goldman Sachs 

~nvest~gat~on or ~n connect~on w~th a f~l~ng of an action 

aga~nst Goldman Sachs? 

A Not prior to filing the complaint, no. The reason 

I'm pausing is after the complaint was filed, for example., we 

got a document preservation notice and ! think I was 

forwarded a letter from a congressman, whose name is escaping 

me, indicating that there some investigation into whether 

the complaint was filed with an eye towards the politics of 

that. 

Q ThatJs the ~nvest~gation we're do~ng. 

A Right. And so, ., of course, the complaint 

was filed I 1d heard of that. Prior to the complaint being 

filed, no. Nothing., in other words, that would connect the 

legislation and the fate of that legislation to the Abacus 

case. 

Q Do you have any reason to believe that the SEC's 

act~on against Goldman Sachs or the timdng of that act~on 

related to or was to advance financial regulatory refor.m 

legislation? 

A No. 

Q Are you aware of any information indicating that 

the SEC's action against Goldman Sachs or the timdng of that 
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1 action was related to or to advance .financial regulato.ry 

2 reform legislation? 

3 A No. 

4 Are you aware of any information indicating that 

the SEC coordinated its action against Goldman Sachs with the 

.6 Executive Office of the President, the White House or any of 

7 its employees? 

8 A No. 

9 Are you aware of any information indicating that 

anyone at the SEC shared any information concerning its 

11 Goldman Sachs investigation with the Executive Office of the 

12 President, the White House or any of its employees prior to 

the complaint being filed? 

14 A No. 

Q Are you aware of any information that the SEC 

16 coordinated its action against Goldman Sachs with any members 

17 of Congress or any congressional employees? 

18 A No, not that I can recall. No. 

19 Q You paused there . Is there something more to it? 

A Well, what I'm thinking of it I mean certainly 

21 the timing of the complaint was never discussed. I've talked 

22 with someone on the PSI at some point, a staff attorney there 

23 and I just don't remember when was, but the 

24 Q WhO iS that? r b)(?)(C) 

A No, ~~<b-)(7-)(c-) --------------------~ 
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Q What was that di.scus.si.on about? 

A Documents. They held a hearing about Goldman and 

they brought in a bunch of Goldman people. The reason I'm 

pausing, I think it was after the complaint was filed. 

Q Right. 

A But I remember talking with him about like 

documents. I think, in fact -- this was after the complaint 

was filed. I'm sorry. 

Q So you don't remember any conversations with any 

memb~r of the PSI before the complaint was filed? 

A I don't. 

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 I'm not aware of that. 

Q Are you aware of any information that the SEC 

coordinated its action against Goldman Sachs with the 

Democratic National 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 

http:di.scus.si.on
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Goldman Sachs investigation with the Democratic National 

Committee, the Democratic Senate Campaign Committee, the 

Democratic Congressional Campaign Commdttee or any of their 

employees prior to the complaint being filed? 

A No. 

Q Are you aware of any information indicating that 

anyone at the SEQ shared any information concerning its 

Goldman Sachs investigation with the news media or any 

journalists prior to the complaint being filed? 

A I'm not aware of that. There were ~- ther~ were a 

bunch of inquiries from a Wall Street Journal reporter named 

Kara Scannell. Right? That essentially we tried like mad to 

fend off in compliance with our media policy. I think all 

those happened after the complaint was You know, I'm 

just trying to be carefuL I certainly never called anyone 

in the media prior to the complaint being filed. 

Q Do you know if anybody called anyone in the media 

even just very briefly before the complaint was filed just to 

have them ready for the press conference? 

A I-- I don't know specifically but I think that 

happens when you have to set up a press conference. .I don't 

think you set up -- I don't know, but I think the press 

conference was set up with they're not saying coming to the 

press conference because we're charging Goldman Sachs, 

they're saying come to the press conference. I think that 
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1 And it was five no's. 

2 Q And what was the effect of that? 

3 A I conveyed this information tol~(b)-(
7 

-)(C-) ------~ 

4 immediate supervisor and my immediate supervisor, 

and my understanding is quit temporarily. 

6 Q As a result of the infor.mation that was 

7 conveyed? 

8 A I don • t know. 

9 Let me ask you about ~~(b-)(
7 

-)(c-) ~---------'~ a little 

bit. And l'm interested really in the substantive 

11 issues. And there bas been some testimony that 

we've gotten in this case about a disagreement, a 

13 substantive disagreement, about primarily Mr. 

14 Eg<?l, whether to Wells and/or charge Mr. Egol. So 

could you just give me what you recall about that 

16 kind of substantive disagre.ement? 

A Well, I had two disagreements with Mr. 

18 

19 first related to whether or not to charge the 

Paulson Hedge Fund, and we worked through that. 

21 And then he suggested we should charge Jonathan 

22 Egol, and we worked through that. 

23 What was the nature of the disagreement 

24 ·on Egol? 

A From my perspective? 
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1 your recollect.ion -­ is that the decision was made 

2 to withdraw the matter from the calendar for the 

3 specific purpose of taking the testimony. And it 

4 looks like you took the testimony, and then as 

soon as you took the testimony, you want to put it 

6 .back on the calendar. Is that consistent? 

7 A I mean my recollection was that the case 

8 that we Wellsed in the summer and fall of 2009 was 

9 the right case to bring. I just kept throwing 

that thing up on the calendar trying to get it out 

the door. My view the case had ready 

12 months. 

13 Q And you say in this e-mail on January 4, 

14 2010, at the bottom of the page at 4:15p.m., 

"This is a high profile Enforcement case that has 

16 recently became -~ that re.cently became -­ time 

17 sensitive." What did you mean that it recently 

18 became time sensitive? 

19 A You know, I really don't remember. Hold 

on; let m.e think. I don't remember. I mean, 

21 again, my recollection was the case that we 

22 essentic.Uly finished investigating in the spring 

23 of '09, that we Wellsed in the summer and fall of 

24 '09, was the right case to bring, and quite 

frankly that was the case. We brought it six 
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months later, but the meantime we had to go 

through everything that you see represented in 

this e-mail traffic. 

Q But you state in this e-mail at least 

recently became t~e sensitive. Was there 

something that happened around the January 

t~eframe that made the case more t~e sensitive? 

A I really don't remember. Okay, I'm not 

supposed to speculate. It might -- I may have had 

some concerns that the New York Times 

let me think about that . 

r b)(7)(C) 
Well, the Office 

here asking you something. Read the entire 

e-mail. Doe:s have anything to do w.ith it 

becoming time sensitive? 

A I mean I can tell you from my 

perspective, I thought the case had been ready 

about six months at this point, and I was just 

trying to get the thing out the door. 

BY MR. KOTZ: 

Q But the fact that there recently was a 

New York Times article about it, would that 

increase the urgency? Now the .information's 

starting to get out already. This case has been 

sitting . Let's do it already. Is that you think 
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recollection was I was trying to file the case 

against Goldman and Fabrice Tourre. And from my 

perspective, discussions about whether or not to 

charge Egol and related. ones -- and similar ones 

-- about Paulson were -- although, you know, these 

were important charging decisions and needed to be 

thought about and considered -- to me we were 

never going to get there with Egol and I was ready 

--my frame of mind was let's file the case we 

have because that's all the case we're going to 

have. And I wound up being right about that. 

Q But do you remember that others had the 

concern about this Permanent Subcommittee on 

Investigations? There was some talk of a hearing 

and that they wanted to make sure to at lea.st get 

the ca.se in .chief against Goldman and Tourre out 

before the .hearing. 

A No, I mean, my interest was just in 

filing the case that we had as soon as we could. 

Q So do you know what Robert Khuzami's 

referring to when he says, "The inquiry may be one 

additional reason to proceed with the case and 

Wel.ls Egol on parallel tracks?" 

A You'd have talk to Rob about that. 

.Q Let me show you the next document and 
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1 we'll mark it as Exhibit 20. An e-mail exchange 

2 between you and ..._rb-)(7-)(C_)__________,I and._l'b-)(7-)(C-)_______, 

3 1-15-2010 1 5:38 p.m. 

4 (Exhibit No. 20 was marked for 

5 identification.) 

6 This is an e-mail exchange about this 

7 Permanent Subcommittee on Investigations. It 

8 seems there's a fair bit of e-mail traffic about 

9 this issue . What was the concern about the 

10 Permanent Subcommittee going forward? 

11 A My concern? I was curious as to what 

12 they we.re doing. Again, all I believe we knew at 

13 the time was they were looking at the CDO market 

14 a focus on the same time period we were 

15 looking at. And I think I may have also known 

16 there were hearings coming up, and I was just 

17 trying to figure out what they were up to. 

18 Q Would there be a concern if the 

19 Permanent Subcommittee did a hearing .on a matter 

and you were involved in an investigation of the 

21 same matter? 

22 A No, I was just curious as to what they 

23 were up to. I just wanted to know. 

24 Q But in terms of your investigation per 

2 5 se, what the Permanent Subcommittee on 
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Investigations did wouldn't have adversely 

~pacted your investigation? 

A Look, I mean, they were looking at -­

apparently looking at some of the same issues we 

were on the CDO market and I wanted to know more. 

It's that simple. 

Q But would it have an adverse .effect 

potentially on your investigation if they had a 

hearing or what actions they were taking? 

A Well, they did have a hearing which had 

really no impact on our investigation, so I guess 

that's my answer. 

Q .So you didn't think at the t~e that you 

were concerned that a hearing by the Permanent 

Subcommittee on Investigations would h.ave an 

impact on your investigation? 

A In my view our investigation had 

concluded in really the summer of '09. We were 

done. 

Q So if you're done, it wouldn't have an 

impact? Is that right? 

A Not wit.h the investigation. In my view 

we were done. 

2 4 BY .__rb-)(7- ) ------')(C­

Q And so when you wrote back in I think it 25 
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1 A No, but I can tell you that, you know, 

2 my view was this case should have been filed, it 

3 could have been fi , in December. I think we 

4 had already pulled from calendar once. My 

5 view was the case had been ready fo.r a while. If 

6 he's saying file on the 28th, I'm like great, 

7 let's fii.e on the 28th. 

8 Q But do you recall that the particular 

9 need to bring the case was related to -­ as you 

10 can see in the e- mail below -­ the information 

11 you were providing about the Senate'? 

12 A Not at all. In my view the case had 

been ready months. I mean if you're trying to 

14 suggest in your questioning the timing the 

case in my view related to Senate inquiry, 

16 it's ridiculous. My view was the case had been 

17 ready for a while. We'd had substantial delays in 

18 getting it out the door because of some disputes 

19 withl'b)(?)(c) Iand the Trial Unit. And so my 

20 whole frame of mind as far as this case went 

21 let's get out .the door. And that had been my 

frame of mind for -~ January, February -­ about 

23 two or three months. 

24 Q But what I'm suggesting is that perhaps 

in Stephen Cohen's e-mail on Friday, January 15, 
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2010, 11:24 a.m., in response to you forwarding 

him information about the Senate, when he says, 

"We really need to bring this case on the 28th,u 

he i.s saying that because of the Senate Permanent 

Subcommittee hearing. 

A I had been trying to file the case since 

back in December. If he wants to file it January 

28, I'm like great, let's file January 28th. 

Let's just file it. That's my frame of mind. 

That's my frame of mind. As far as what Mr. Cohen 

meant here, you just t.alk to him about it. 

Q You said it was ridiculous to suggest 

that the timing of the case was related to the 

Pe~anent Subcommittee on Investigations. But is 

it ridiculous to .suggest that Stephen Cohen in 

thi.s e~mail is saying, ''We really need to bring 

this case on the 28th," because of the timing of 

Senate Permanent Subcommittee? 

A Talk to Steve about that. My view was 

the case had been ready for a while. It should 

have been brought back in Decembe.r. 

Q But do you recall that in your efforts 

to move the ca.se forward, you were helped by the 

fact that there was this Senate Permanent 

Subcommittee and that was a reason that others 
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2 were irrelevant to me because was just so 

3 

4 

6 

7 

8 

9 

1.1 

12 

13 

14 

16 

17 

18 

19 

unlikely we were going to ever charge Egol. It 

was just something we had work through. But I 

always felt like the decision quite frankly to a 

large extent that I made in the fall of '09 was 

the right one, which was to charge Mr .. Tourre who 

admitted that he was principally responsible 

the transaction and marketing materials and 

not to charge Egol. It was the right one back 

then and it was the right one now and would be the 

right one forevermore. 

Q So why di.d they, .in some sense, 

l>otenti.a11y waste I mean, .it's not a waste 

obvi.ous1y because .it's an investi<]ation --but why 

di.d they continue to pu11 the case·back with more 

efforts to potentially bring a case against Ego1 

given the evidence? Do you know? 

A Well, I know that ultimately what 

happened was the Front Office personally reviewed 

21 the evidence 

22 r b)(7)(C) What do you mean, "the 

Front Office?" You probably ought to give a name 

24 if you 

A 

can. 

Ultimately, I know -­ I mean -­
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ultimately at the end of the day there was a 

meeting in Khuzami's· office. And it was clear to 

me during that meeting that both Rob Khuzami and 

Lorin Reisner had spent quality time with the 

record and there was discussion about whether or 

not to charge Egol. This was I think in March of 

2010. And I think the next day Rob sent an e-mail 

out saying he was a nnon on Egol which is, you 

know, where I knew we were going to come out. 

BY MR. KOTZ: 

Q But why d~d they allow so much t~e and 

effort to be spent on Egol? 

A So you want me to speculate as to what 

was in my bosses• minds? 

Q Yeah. 

A They wanted to get it right. 

Q But why didn't they realize that they 

had already gotten it right? 

A You can talk to them about that. 

Q And so you never, throughout this 

process? I mean, it must have been somewhat 

frustrating since you're about to get it 

calendared, you're talking about fil.ing it, and 

then it's pull.ed back. You realized that it was a 

somewhat.fruitless exercise. Did you ever think 1 
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Page 

connect1on w1th the, I guess, post -­ the period 

of t~e after it was pulled back the second time, 

that there was some change in tim1ng? 

No. What I remember from chart I 

guess when we had this thing on the calendar in 

late January, Paradese asked for a chart and we're 

now getting around to doing it. Maybe I -­ I 

don't remember. The chart seemed kind of silly to 

me since we essentially were just alleging one 
(b)(5) 

misrepresentation. 

(b)( 5) 

Lrb-)(5-) ------' I guess what the chart wound up showing 

was the different in offering material 

where that stuff was lo.cated. And hopefully 

was helpful him, but it wa.sn' t like there were 

ten different affirmative misrepresentations. 

There was one. So I, you know, did the 

chart. That was great. I hope it was helpful. 

Q BUt you don't remember anything about a 

chang~ in t±ming at that t~~ period in the case? 

A No. 

Q Let me show you the next document. 

We're going to mark it as Exhibit 32 . An e--mail 

2-25-2010, 

2:05 p.m. 

100 
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Q What ~s a special closed Commission 

meeting? 

A My understanding was that, given trave.l 

schedules of certain Commissioners, there was 

going to be a two- or three-month period of time 

where all five were not town on a Thursday when 

we usually have our meetings. And so the 

Secretary's office had scheduled a "special closed 

Commission meeting" on thi-s Wednesday, April 14. 

And we were shooting to get ABACUS on for that 

meeting so that there'd all Commissioners 

there. 

Q Did you need all f~ve Comm~ssioners in 

order to have a vote on qo~nq forward with the 

case? 

A My understanding is that for routine 

matters, as long as you have a quorum, that's 

fine. But for national priority~type cases, it's 

preferable to have a full five Commissioners, four 

Commissioners and Chairman. It's not required by 

law, but it's my understanding that that's the 

practice; currently the practice. To give 

everyone a chance to participate. 

Q. Do you want to keep go~ng? Do you want 

to take a break? 
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1 talking about filing it in January this debate 

2 between whether you should file something on 

3 Friday or not because of the press issue, and you 

4 expressed the view about the 24 hour news cycle 

5 and that was not the view of others. But in the 

6 ~nd it was filed on Friday. Do you remember any 

7 discussion about that topic later on in. the April 

8 timeframe? 

9 A No. I do remember there was a of 

10 work and the complaint wasn't ready. I 

11 

12 

we weren't 

the 

the complaint -- I do not 

was ready for filing on Thursday 1 

13 which meant we weren't filing Thursday. And I 

14 just suppose I kicked it to Friday. 

15 Q You don't remember any discussion about 

16 potentially kicking it to Monday? 

17 

18 

A There may have been. I don't remember. 

I mean, to tell you my view was let's Friday 

19 24/7 news cycle -- it doesn't matter. 

20 Q But it did get some coverage, so maybe 

21 you were vindicated on that. Let's go through 

22 some of these just so we can make sure you have 

2 3 all the information in front of you. 'We' 11 mark 

24 as Exhibit 40 an e-mail exchange between you and 

25 ._rb-)(7-)(C- ) ---------' 4-13-2010, 11:03 p.m. 
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marked for 

120 

2 

3 

identification.) 
i 

So Lorin Reisner was providing comments 

4 it looks like to the report on Tuesday. 

5 A You mean the complaint? 

6 Q I'm sorry, yes, to the complai.nt. And 

7 you say, "Let's discuss filing mechanics 

8 tomorrow." So that would be discussing it on I 

9 guess Wednesday. I just want to put these in 

10 front of you so you have them so you can -­ they 

11 can help you refresh your recollection and know 

12 that I have specific questions on them. Okay? 

14 

So, the next document we're going to mar.k as 

Exhibit 4l., from ! ':)~(:)::)~~~~~~~~~~~~~~~~~~~~~~~ Ito Ll'b_)' 
7 
_)'c_)______J 

15 l._(b­)(7-)(C-)-------' and you, 4-13-2010, 9:21 -~ I'm sorry, 

16 9:12 p.m. 

17 (Exhibit No. 41 was marked for 

18 identification.) 

19 

20 

21 

And in this e~mail there's an e-mail 

l 
(b)(7)(C) I .. l(b)(7)(C) 

from_ .-­ who ~s 
'--------~ '-------------' 

A He's in the Trial Unit, .and he was 

22 assigned to the case relatively late the game. 

23 Q He says, "Just curious, did we ever bear 

24 

2 5 

back whether we intend to file tomorrow after the 

meeting or Thursday morning? n Andl._'b_)' 
7 
_)'c_)----------' 
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1 says, "No word either way today. I think staff's 

2 preference, Reid,Lrb_)<
7 
_)<c_)__~land me is still Thursday 

3 morning, but we'll let you know if we are 

4 instructed otherwise .. n Do you remember why there 

was that preference from you. and two others to 

6 file on Thursday? 

7 A Well, we'd been approved or we were 

8 expecting to be approved on Wednesday. But, 

9 again, my recollection was we continued 

work on the complaint into late Wednesday night 

11 and into Thursday and so couldn't file on 

Thursday. So we filed Friday. 

Q So was there any other reason that you 

14 remember other than conti.nuing to work on the 

complaint? 

16 A I had the talking points to work on, 

17 too, which I don't think I got to until Thursday. 

18 Q Do you remember any issue relating to 

19 Quadrangle? 

A No, it's not ringing a bell. Who were 

21 they? 

22 BY IL(b­)(7­)(C-)-------' 

23 Q . Are you famili.ar with the SEC bringing a 

complaint 24 
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ABACUS, the Go1dman comp1aint? 

s not ringing a bellA The name 

and 


BY MR. KOTZ: 


Q Do you remember anything about another 

coxnpJ.aint being fi1ed around the same time? A 

concern about them being fi1ed together, and so 

that may have been a reason why it was pushed off? 

A No. During this time period I was 

working late in the night, finalizing the 

complaint, and then working on the talking points 

and getting the thing filed. 

Q And so· were you not d.l.rec.tl.y involved in 

the decisions about when exact1y to fi1e·? 

A When -- I mean, roy recollection was we 

weren't ready to file on Thursday because we were 

working on the complaint. I hadn't -- I don.' t 

think I'd be done with the talking points until 

Thursday. Maybe I'd started them. I don't think 

I finished them until late Thursday. So, I don't 

know. I guess in my view we filed when we were 

rea¢y to file, which was Friday morning. 

Q Let me show you .another dqcument, marked 

2 4 as Exhibit 42 , an e~.m.ail exchange between you and 

2 5 b- - - ) --------'~4 -14-2010 1 2 : 19 p • m •._r)(?)(C
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(Exhibit No. 42 was marked for 

identification . .) 

And this is 4-14 so this wou1d be 

Wednesday, the plan is to e-mai1 you a 

complaint cover sheet and summons late tonight or 

early tomorrow morning with the expectation you 

wou1d sign on my behalf and then file the action 

as soon as the C1erk's Office opens. Any prob1ems 

with that?"· And be1ow you sent on Tuesday, April 

13, "A revised comp1aint attaching Lorin's 

thoughtfu1· comments .an~._<b- )(c ) ,carefu1 fact)(?-____ 

check." So at 1east according to this e-mai1, it 

seems .as though it was done and ready to go to be 

e ·ven to sen·d· up to l(b)(?)(c)fi1ed on Thursday. Or . . 
'--------' 

rb)(?)(c) lin New York 1ate Wednesday. 

A Right, so, amongst the things ·that I was 

engaged in during this time period was continuing 

to revise the complaint, which we were still doing. 

at this period of time. I had to get the talking 

point done, which I don't think I'd started at 

this point. And then arrange to file the 

complaint, and for that the plan since we had -­

since happened to be in New York 

basically he was trying -- he was participating 

well, he was trying a c:riminal case up there at 
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1 the courthouse and he's very reliable. So I 

3 case. So I was in New York 

4 on the filing. I was down in New working 

with Lorin -­ in D.C. -­ working with Lorin and 

on the complaint. And I was working -­

7 that didn't come together until Friday morning. 

8 Q Let me show you this e-mail. This is an 

9 e-mail dated 4-14~2010, 10:11 p.m., from you to 

Ken Lench. We'll mark it as Exhibit 43. 

11 (Exhibit No. 43 was marked for 

identification.) 

So in this e-mail exchange,LI'b_l< 
7 

_)<c-) ----------~ 
14 '-j<b_)< 

7 

_)<C_)____~Isends an e-mail Wednesday, April 14, 

"Please find attached a new draft complaint 

16 incorporating Lorin's most recent comments and 

1 7 '-j<b_)< 
7 

_)<C_) _ _,~nd my nit edits . " And then he says , "As an 

FYI I understand the current plan is to file the 

19 complaint on l;'riday morning." Ken Lench asks you, 

''Bow did we land on Friday?" You say, "No idea." 

21 A And so we filed Friday. 

Q Right, but how -­

23 A That's what happened. 

24 Q Di.d you ever find out how you ended up 

landing on Friday? 

6 
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From my point view, that's when we 

to file. That's when it all congealed, 

carne together, when the complaint got 

when the materials for the 

conference got done,_ and that's when we did 

6 Q Let me show you the next e~ma~~' Exh1b~t 

7 44, from you to Ken Lenoh andI"""' 
8 4-14-2010, 11:06 p.m. ~--------------~ 

9 (Exh1bit No. 44 was marked for 

~dent~ficat~on.) 

Ken Lench asks, "Whose ~dea was ~t to 

12 f ~~e Fr~day? Thanks , Ken . n You say 1 n Front 

13 Off~ce, just don 1 t know the~r th~nk~ng. '' So 

14 doesn't ~t ~ook ~~ke that ~t was actua~~y a Front 

Office dec~sion to f~~e ~t on Fr~day rather than 

16 when the 

17 A That's what's suggested here. I mean, 

18 again, and I'm sure e-mail traffic bear 

19 it out, I believe that Lorin and I worked 

on complaint through Thursday. I think we 

21 were working on it Thursday night. I'm pretty 

22 sure. we weren't ready as far as I was 

23 concerned. If the complaint's not done, you can't 

24 file a case. 

Q But ~t seems here that it was the Front 
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1 that was happening at night mostly. 

2 BY MR. KOTZ: 

3 Q So is it possible that you didn't 

4 realize that they were continuing to edit it until 

they came back to you and gave you edits? Is that 

6 how -­ I mean, I,'m just trying to understand how 

7 it could be if yQu were working with them in the 

8 editing process, that you wouldn't know what they 

9 were thinking -­ if you working with them in the 

editing process, you would know that that's why 

1 it's going to be fil.ed on Friday because there was 

12 continuing to be editings. 

13 A Right. I knew that Lorin had an 

14 interest in getting the complaint right, and I was 

working with him on that as wasLrb_)<
7 

_)(C-) ----------~ And 

16 I thought it wound up actually, quite frankly, 

17 every time Lorin touched that document, it got 

18 stronger. So I was happy to have him involved. 

19 Q So you don't remember why you wouldn't 

have known what their thinking was on the timing 

21 of the complaint on Wednesday night? 

22 A I don't recall. 

Q So this is an e-mail from Thursday, 

7 

24 4-15-2010, 6:33 p.m., from you to'--rb-)( -)(C_) _______________J 

marked as Exhibit 45. 
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1 for Enforcement and so whatever we put out in 

2 connection with the complaint he would be involved 

3 in, you know, the press release and maybe also 

4 preparing materials for the press conference. So 

I sent it to him. Oh, also, it involves the press 

6 so I think they thought it was something he should 

7 know about. 

8 BY MR. KOTZ: 

9 Q Are you and were you aware of the 

financial regulatory re;form; legi.slation that was 

11 advancing through Congress and just recently 

12 pa.ssed? 

13 A Just what I read in the newspapers. 

14 Q Has anybody at the SEC ever mentioned 

this legislation in connection/With the Goldman 

16 Sachs .ABACUS investigation? 

17 A No .. 

18 Q Has anybody at the SEC ever mentioned 

19 this legislati.on in connection with the filing of 

an action against Goldman Sachs? 

21 A No. 

22 Q Do you have any reason to believe that 

.23 the SEC's action against Goldman Sachs or the 

24 timing of that actio.n was to advance financial 

regulatory reform legislation? 
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1 What's the question? 

2 Q Do you have any reason to believe that 

3 the SEC's action against Goldman Sachs or the 

4 t±ming of that action was to advance financial 

regulatory reform legislation? 

6 A Oh, right. My view is we brought a case 

7 based upon the facts and the evidence and the 

8 merits of case. I had tried to get the case 

9 filed in December of 1 09 or earlier, quite 

frankly. We had a month delay to work 

11 through, revisit some charging decisions. 

12 Throughout process, financial regulation did 

13 not, quite honestly, once occupy one second 

14 thought in my mind or did I have any conversations 

with anybody on that subject in relation to the 

16 filing of the ABACUS case. And your suggestion to 

17 the contrary is a le ridiculous, quite 

18 frankly. 

19 Q What was the question? 

'-rb-)(?-)(C_) _________,I It was a question, not a 

21 suggestion. 

A Okay. 

23 BY MR. KOTZ: 

24 Q And there are going to be a series of 

additional questions, so bear with me. Are you 
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aware of any information indicating that the SEC 

coordinated its action against Goldman Sachs with 

the Executive Office of the President, the White 

House, 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 Executive Office of the 

President, the White House, or .any of its 

emp.loyees 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 Congressi.onal empl.oyee.s? 

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 aw~re of ~ny information 
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indicating that the SEC coordinated its action 

against Goldman Sachs with the Democratic National 

Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign 

Committee, or any of their employees? 

A No. 

Q Are you .aware of.any information 


indicating that anyone at the SEC shared any 


information concerning its Gol.dman Sachs 


investigation with the Democratic National 


Committee, the Democratic Senate Campaign 


Committee, the Democratic Congressional Campaign 


Committee, or any of its employees prior to the 


complaint being filed'? 


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 news media or any 


journalist prior to the complaint being filed'? 


A No. 

r b)(? )(C) IScott Friestad that we saw earlier. 

THE WITNESS: Well, if the ethic question was, "Am 

2 4 I aware of ·anyone from the SEC sharing information 

25 with basically the press," · that's not the way I 
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interpret 	the e-mail from Friestad. 

BY MR. KOTZ: 

Q Do you know if anyone a~ the SEC 

informed Goldman Sachs in April that the 

Commission had appr.oved the staff's recommendation 

to file an action against it? 

A I did. 

Q You did? 

A Yeah. 

Q When 	 was that? 

A Around the time we filed, on the morning 

of Friday, April 16. 

Q How long befo.re filing did you make 

that'? 

A It was around the time we filed, and 

quite frankly, there was a lot going on that 

morning so I can't recall as I sit here whether or 

not it was a little before or a little after. 

IL - -) ----------'~ But you' re saying the(b)-(? )(c
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1 same day. The same day that was filed? 

2 A It was Friday morning, yeah. 

3 BY MR. KOTZ: 

4 Wait, so you don't know whether you 

informed them before or after the complaint was 

6 filed? 

7 A Pretty sure it was.before. What I do 

8 remember is it was around the time we filed . 

9 ._l'b-)(?-)(c_) ________.IBut on the day? 

A On the day, yeah. There was that ling 

11 snafu, but in the midst of all that, I called Rich 

12 Klapper at Sullivan & Cromwell, left a message 

with his secretary. 

14 BY MR. KOTZ: 

And what did you say in the message that 

16 you left with his secretary? 

17 A That we had brought charges against 

18 Goldman Sachs, Fahrice Tourre, and declined 

19 charge Jonathan Egol. 

Was there any conversation about letting 

21 Goldman Sachs know earlier, prior to, either just 

22 immediately before you filed or after you filed 

that the Commissfon had approved the 

24 recommendation to file an action? 

A No. 
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Q In your experience in other eases where 

there are situations where the SEC informed an 

entity that the Commission had approved a 

recommendation to bring a case in advance more 

that just that same morning? 

A What's your question? 

Q We've been given testimony that it was 

general practice for the SEC, that when the 

Commission approved a recommendation to go forwa.rd 

that the Commission wou1d notify the entity more 

· in advance than just that morning about the case, 

potentially to give them an opportunity to settle 

it. Did that ever happen with any of your other 

cases? 

A My practice has always been to -- in an 

unsettled case, okay, which, like this one and 

we'd had no settlement negotiations to notify 

counsel around the time we file the case. And 

I've been doing it for 12 years. 

Q So when you say around the time you 

filed the case, meaning that morning or the same 

day that you filed the case? 

A Usually that morning. That's always 

been my practice. No one's ever complained. A 

settled case, a little different. A settled case 

http:forwa.rd
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I generally -- it's a little different. But a 

litigated case,. you get the Wells process, 

Commission approves, you file, you call counsel 

around the time you file. That's always been my 

practice. 

Q And so what is the practice for the 

settl.ed case? 

A Sometimes with a settled case, because 

there's more communication quite frankly with 

counsel, it's just natural that there's more of a 

heads-up given. It just happens naturally. 

Q And now you said there were no 

settlement negotiations with Goldman? 

A Zero. 

Q Prior to th~ complaint being filed? 

Prior to the action be:i.ng filed? 

A That's right. 

.Q Arid ~as there any internal d:i.scussion 

among the team about broaching settlement with 

Goldman prior to the case being filed? 

A Internally amongst the staff I know we 

had a view -as to what we'd take in settlement, but 

given the way the Wells process went, it was clear 

that Goldman had no interest in settling the case. 

Q Why do you say that? What do you mean 

http:settl.ed
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by the way the Wells process went? 

A Basically in the meetings we had, and I 

guess there were a handful of them, they had their 

view, we had ours. We agreed to disagree and then 

we filed our case. 

Q So at no point in t~e prior to the 

complaint being filed did Goldman ever express any 

interest in discussing settl.ement? 

A Not in my presence. 

Q Did you ever get any feedback from the 

Commissioners or Commissioners• staff prior to the 

complaint being filed about the possibility of 

settlement of this case? 

A Not to my recollection, but -- not to my 

recollection. 

Q How soon after the complaint was filed 

did settlement discussions begin? 

A So far as I was aware? 

Q Yeah. 

A Maybe about a month.. 

Q And who initiated those d.iscussions·? 

A I don't know. 

Q But do you know if it was the SEC or 

Goldman? 


A I don't know. 
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1 A On the terms that were agreed upon? On 

2 those we thought -­ I'll tell you this, the team 

3 thought that the term that Rob -­ the settlement 

4 that Rob and Lorin and Ken Lench negotiated was a 

5 good settlement for Enforcement. 

6 Q Was there anybody who thought they just 

7 shou1dn't sett1e at a11 with Go1dman? 

8 A On those terms, everyone was supportive 

9 of the settlement. 

10 Q Did anyone express concern there was no 

11 injunction in the sett1ement from violating lOB? 

12 A Anyone in the world? 

13 Q Like on the En.forcement Team .. 

14 A Not to my recollection. I think 

:L5 everyone viewed the package as being a strong one 

16 and it included the 17A-1 charge which is nearly 

17 identical to lOB, so who cares? 

18 Do you know how the approval process of 

19 the Goldman settlement offer went through the 

20 Commission? Were you involved in that? 

21 A You mean what the vote was? 

22 Q No, but I'm looking at timing, when the 

23 action memo was circu1ated, how that worked. 

24 A The only timing issues there related to 

25 that I recall -- related -- or the significant 
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1 one that I recall -­ related to a Goldman earnings 

2 release that was scheduled for Tuesday of next 

3 week. And Goldman was o.f the view that they would 

4 have to maybe disclose the settlement in the 

context of that earnings release. And so there 

6 was some effort to get the thing before the 

7 Commission before that, and that's what we did. 

8 Q Were you aware that the Commission 

9 announced a sett1ement of the Go1dman case on the 

10 same day that the .f~nanc~a1 regu1atory 1egislation 

11 was approved? 

12 A Yeah. I know ther.e was something going 

13 on with the legislation around then from the 

14 press, but quite honestly I couldn't tell you on 

15 what level it was approved. Was it Senate or Hill 

16 or a conference or did the President sign it that 

.17 day? I literally don't know. I don't really 

18 care, I mean, really. 

19 Q But was there any d~scussion about 

20 whether the SEC should announce the settlement on 

21 the same day that this -­ that there was th~s 

22 action in the financial regulatory reform case? 

23 A Not that .I participated in. 

24 Q Are you aware of any. ~nformation 

25 indicating that the financial regulatory reform 
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1 Sachs prior to filing the complaint on April 16? 

2 A My understanding .is that we neglected to 

3 do that when we filed our complaint, and then when 

4 we announced the settlement I think we did give 

them a heads-up. I think in hindsight we probably 

6 should have given them a heads-up first time 

7 around. 

8 Q How come? 

9 A Well, this is with the benefit of 

hindsight. I will say that nobody on the staff 

11 level predicted the impact the filing of the 

1 ABACUS complaint would have on the market or 

13 sort of what turned out to be intense scrutiny of 

14 the complaint. It was a shock I think to us all; 

however, with the benefit of hindsight, okay, 

16 given the market move that the filing of the 

17 complaint triggered, even though we couldn't 

18 expect at the time1 maybe in hindsight if we'd 

19 thought that it would have had the impact that it 

had, I think we would have given the New York 

21 Stock Exchange a heads-up, which is in fact what 

22 we did. It's my understanding it's what we did 

23 before announcing our settlement. 

Q Do you know i£ there's any consideration 

to not file a complaint against a publicly traded 

24 
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company during the trading hours because of the 

potential effect on the stock? 

A You know; I had never thought of it 

before . I think probably because I'd never 

encountered a situation where an Enforcement 

action had this sort of impact or really any 

impact on the market tor publicly traded 

companies. So it's not something I had personally 

given any thought to in the past, but I will in 

the future. 

Q And did you have an understanding that 

the third Friday of each month has a significance 

for the expiration of options? 

A Somebody told that after we filed the 

case that I had not given -­ that thought was not 

in my mind pre-filing .. 

BY .__l'b-)(?-)(C-) --------' 

Q What's your basis for understanding that 

the SEC did give the New York Stock Exchange a 

heads-up at the settlement? 

A We had a series of me.etings leading up, 

you know, in conjunction with the settlement and 

there was discussion of who should be notified 

when, of what, and the New York Stock Exchange was 

on that list. I mean, I had my own list of people 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 150 

to call, you know, so. And I think it's the right 

thing to do. In this case it was the right thing 

to do. 

.Q Who else needed to be informed ahead of 

time? 

A Ahead of time? I mean, my list was 

people to call after. I called the Investors 

Council, IKB, and RBS's counsel I know. 

Q Was there anyone else that needed 

that I guess the SEC staff planned ~o call ahead 

of time, apart from the New York Stock Exchange? 

Maybe, but I don't remember. But I 

didn't, personally, call anyone until after. And 

then was just -~ actually I just called counsel 

for IKB and counsel for RBS, telling them we're 

getting them some money. 

MR. KOTZ: We're going to take off the 

record for a minute and just see if we have 

anything else. 

(A brief recess was taken.) 

MR. KOTZ: Let's go back on the record• 

wanted to ask you about another document. This 

is an SEC Administrative Regulation, July 31, 

2005, Exhibit 49. 

(Exhibit No.. 49 was marked for 

I 
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identification.) 

BY MR. KOTZ: 

Q And I wanted to just ask you if you are 

aware of a part:icu1ar provision :in :it. So I'm 

going to show it to you, Exhibit 49, page 6 of 12, 

Notification of Defendants. If you 1ook -­ it's 

at the bottom -­ the one I'm particularly -­ I 

mean 1 you can read the whole thing. Whenever you 

are ready, if you want to 1ook at page 6 of 12 on 

the bottom 1 but feel free to take your time. 

A Okay. 

Q So were you aware of this provision, 

whether this specific provision in this regulation 

or just generally, that 11Every effort shoul.dbe 

made to avoid the possibil.ity that defendants in 

an SEC Enforcement action first learn of the 

action when they read about it in the newspapers 

or when they are cal1edby a reporter for comment 

about the SEC's comp1aint. The division, 

regional, or district office primarily responsible 

for the filing of the particular complaint shal1 

take a11 necessary steps to see that the 

defendants and/or their counse1 are given timely 

2 4 advice concerning the action. "· 

25 A I mean, I've never seen this -­ well, 

! 
~ 
~ 
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I'll say I've never read this press relation 

policy and procedures document so I'm looking at 

it for the first time. The policy or whatever you 

want to call it that's laid out here or the 

practice has been my practice for years. 

Q And that's when you say essentially you 

call them almost simul.taneous with the filing of 

the complaint? 

A Around the time, generally a little 

before, but around the time we file the complaint, 

yeah. So, yeah, this has been my practice for 

years. 

Q Just qoinq back to the settled action 

for a second. I just want to clarify a coupl.e of 

matters. Was there some kind of special session 

that was used to have the Commission approve the 

settled action against Gol.dman? 

A We were on Executive -- what I think 

they call Executive Session, which that was 

my first time I'd participated in one of those. 

Q And do you know why the Executive 

Session was used? 

A I don't, but my understanding is that -­

well, I think I might -- I mean, my understanding 

is because of the leaks in this case, in 
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negotiation was completed and the settlement was 

reached, was it a very, very short time between 

then and when the Commission approved it and it 

was announced, or was it more than normal t~e to 

take? 

A It was a couple of weeks. I was 

actually at the beach for one of those weeks. But 

when I got back -- I think before I left, I 

drafted the settlement memo before I went to the 

beach -- when I got back, there'd been some 

revisions to and revisions continued. We threw 

it up on the calendar. We got approved. 

Q D.id you get the sense that there was any 

particular urgency of moving the process along for 

the Commission to approve the settlement as 

quickly as possible? 

A Well, there was the Goldman earnings 

release. 

Q And so that Goldman earnings release was 

the following Tuesday, so I guess tomorrow -­

today. 

A That's my recollection. I think they're 

announcing earnings today, .and under the 

accounting rules they wou~d have had -- I think 

they would have had to take a reserve for -- in 
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1 I started the detail -­ my first day in the Senate was March 15, 

2 2010. 

3 Q Okay. And so what officially your position in 

4 the detail, as of March 15, 2010? 

5 A You know,. I have never been given a title.. I 

6 believe they call me detailee from the SEC. And I work for the 

7 permanent subcommittee on investigations, which a 

8 subcommittee of the Homeland Security and Governmental Affairs 

9 committee of the United States Senate. And my boss is Senator 

10 Carl Levin, .who is the chair of the subcommittee. He's the 

11 senator from Michigan. 

Q Okay. And without going into any details at all, 

13 just generally describe your duties? 

14 A It's quite similar to investigations conducted by 

15 the SEC's enforcement department. The subcommittee of course 

16 has different inte.rests and goals. But the subcommittee 

17 investigates matters of interest to the Senate. 

18 Q Okay. How long is your detail duration? 

19 A My detail is for six months, with an option to renew 

20 for another six months, and whatever is arranged thereafter. 

21 Q All right. So you're still within the first 

22 six-month period at the moment? 

23 A I am. Yes. 

24 Q Okay. But nevertheless, you're still an SEC 

2 5 employee . 
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1 relevant in that respect. Okay? So let's first start off with 

2 at one point in time did you become aware of the Abacus, Goldman 

3 Sachs investigation that the SEC was conducting? 

4 A Well, I want to be clear that I became aware of the 

existence of such an investigation, which I would call just 

6 generally famili.ar with the name Abacus, probably sometime in 

7 2007. 

8 Q Okay. 

9 A Shortly after the investigation was started, because 

at that time, as part of my duties as counsel to the director, 

11 one of the things that I prepared and circulated regularly was 

12 something called the sub-prime spreadsheet. And that was a 

13 listing, generally, of all of the sub-prime matters that w.ere 

14 open involving the financial crisis and the meltdown of the 

housing market and so forth. We just generally referred to that 

16 as sub-primematters. And a number of those cases were open, 

17 and I tracked them over time. 

18 Q Okay. 

19 A In the sense that I would know -~ I would prepare a 

spreadsheet with information provided to me by the investigating 

2.1 teams that had the name of the case, who was. working on it, 

22 their phone numbers., when the case was opened, and a very tiny, 

23 maybe one inch by two inch box, description of the matter, which 

24 was basically.a one-sentence description of what they were 

inVestigating, and another similar box for the status of the 
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A Well, what I was trying to explain a moment ago -­ I 

believe that it was, to answer your question. But there was 

another Goldman matter to which -­ because was listed under 

the name Goldman Sachs, I might haven noticed, because it was in 

the list of all the major investment banks. Abacus, when I 

first saw the name I thought it was a strange name. But I 

didn't it was related to Goldman Sachs. I mean it may 

have said in the te.xt box, but, you know, as I look down the 

list I was basically keeping a count of how many of those cases 

we had. 

So, you know, it didn't really strike me as Goldman 

being among the major investment banks. It would have struck me 

if weren't on that And the name just stuck 

out was an unusual name, and I didn't know 

what meant. There were -­ there may have been some other, 

what I know now to be Goldroan-re.lated cases. But at that time I 

didn't really associate them with Goldman. And that would be 

Timberwolf and possibly --­ although I don't think it was. on the 

list -- Greywolf. 

BY r b)(7)(C) 

Q So when did you realize that Abacus related to 

Goldman Sachs? 

A Well, it was just shortly before I left for my 

detail. I was told, when :t was going over there, that the 

Committee would be investigating the major investment banks. 
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There was a little bit of emphasis on Goldman. Maybe they 

talked about Citibank and Deutsche Bank as possible targets as 

well. And I knew nothing about the structured products that the 

banks had been selling. So I looked through the -- in fact, 

printed out the action memos that were the action memo 

database about those matters. 

But, you know, that's -- my reading the Goldman 

action memo on Abacus I finally figured out that there was this 

connection between Abacus and Goldman. Because actually the 

other Goldman matter was not going to be pursued. The main one 

that I had been looking at, as in the major financial 

institutions group, was not pursued. They were going to close 

that down. And so I was surprised in a way that we still had a 

Goldman matter and that it was Abacus. So that's how I came to 

know that the name Abacus, the name Timberwolf, and possibly 

Greywolf, were all related to Goldman Sachs. Because up to that 

point I didn't. 

And this would have been about March 1st probably, 

because I interviewed and went to the Senate within a week, 

let's say. And so between the time I heard I might go and the 

time I went I tried to learn about the subcommittee on 

investigation. I tried to learn about structured products as 

best I could, and I tried to learn the legal theories behind the 

SEC investigations, because that was one thing they had said 

they had felt they were weak on was legal theories. 
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1 
l(b)(?)(c) Okay. 

2 MR. KOTZ: And we'll show you some e-mails that I 

3 think will clarify the timeline. 

4 BY 1'-­(b-)(7-)(C- ) -------' 

5 Q When you said you reviewed an action memo do you 

6 know what kind of action memo? That is, was seeking a formal 

7 order for Abacus, or was it actually seeking some sort of 

8 Commission action? 

9 A It was not finalized. It was a draft. And I think 

10 at that time it described the action that was proposed to be 

11 taken, which was not in fact the one that they ultimately it 

wasn't charges and the individuals that they ultimately 

13 pursued. So it was a draft of some kind, but it gave me a basic 

14 factual outline enough to associate the w.ord Abacus with Goldman 

sachs. 

16 BY MR. KOTZ: 

17 Q In addition to the sub-prime spreadsheet, did you 

18 ever learn of certain investigations being considered priority 

19 investigations for the SEC? 

20 A Yes. That was part of my job for each of the 

21 directors was -­ under Steve Cutler and Linda Thompson we 

22 maintained for some time a priority case list. And the cases 

23 that we were pursuing under sub-prime ordinarily would have been 

24 tracked on that list. 

25 But there came to be so many of them so quickly that 
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1 Henseler responds about kind of the parameters, like you were 

2 dl.·scussl.·ng. And .thenl(b)(?)(c) I~·------~provides some information about the 

3 standards of ethical conduct. And so, you know, take a minute 

4 to read this, and then tell me what you remember about that 

information wall. 

6 A Right. Basically what I understood from this was 

7 that I was not going to be sharing. But that I did want to 

8 have the.SEC provide some information that I knew the SEC had to 

9 the committee, I couldn't provide it. But I could talk to Tim 

Henseler, and Tim would set up a formal interview or -­ I 

11 shouldn't even say formal, because the PSI interviews, as it 

12 says here, are typically informal. 

1 But I would go through Tim Henseler, and he would 

14 ask the people with appropriate information to come with 

him, and whoever else they felt was appropriate to the Senate to 

16 have a briefing. so was possible to share information, but 

17 you need to go through formal channels. And in my case my 

18 formal chai:mel is Tim in legislative affairs .. 

19 Q So pursuant to some kind of request from the 

committee you would, as working on the committee, like anybody 

21 else. who worked on the committee, could seek information from 

22 the SEC. And you would do that through Mr. Henseler. 

A Right. 

24 Q Okay. But was made clear that information that 

~ 

you knew about the Abacus case at the SEC you could not convey 
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with the PSI committee or not? 

A You know, yes. Yes. That was clear. I believe 

that I had certain information from working at the SEC in my 

head, not necessarily about Abacus, but about the sub-prime 

investigations. I had read the Abacus action memo, so the fa.cts 

stated there are in my head. But if the committee hadn't 

independently discovered those, I didn't disclose matters to 

them that they .didn't already know, essentially. 

And at that time I believe they were not --­ you 

know, I'm surprised that I was -­ in here, because I say that 

they probably already had all of the SEC documents about the 

SEC's investigation on Abacus. And they did, in fact. But at 

that time I didn't ~- I didn't know that to be the case, so I 

didn't v~lunteer any information. 

Q And what about information that the committee had 

through its investigation? Was it clear that you were not to 

disclose that to the .SEC? 

A Yes. 

Q And was it clear that you were not to the SEC 

information about the ongoing investigations by the permanent 

subcommittee, in other words what was having with the 

investigation? 

A Yes. I would say that there was some communication. 

I mean obviously the whole reason that I went over there was 

that the permanent subcommittee wasdoing an investigation of 
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the role of the investment banks in the financial crisis. And I 

knew that one of the banks that we might look into on the Senate 

side was Goldman. 

So, you know, there were things that I knew as kind 

of an administrative. •s kind of like there's a lobby in the 

middle between the two, where Tim Henseler talked to me about 

the job at PSI, because he had previously worked there. We 

didn't talk about the investigation per say, or I don't I 

don't know that he even knew the extent to which the committee 

was looking at Goldman. But he did mention the name Goldman 

Sachs to me. 

So it was more. like you're standing in the foyer of 

someone's house, or there's some kind of neutral zone between 

the two where you can talk about scheduling details of, you 

know, you're going to take this job and do this kind of work, 

more general matters. But I you know, I think that when 

came down to specific things about each investigation I wouldn't 

be disclosing those back and forth. 

Q Okay. So just to be clear, you did not reveal any 

of the information in those -~ in the.action memo of Abacus that 

you read while you were at the SEC to the permanent 

subcommittee? 

A No. I didn't. 

Q Okay. And you didn't reveal information about the 

permanent subcommittee's substantive investigation Goldman 
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1 back to the SEC? 

2 A No. 

3 Q No you didn't? 

4 A No. I did not. 

Q Okay. 

6 A And I believe that any communications that we had 

7 were mediated through Tim Henseler . 

8 Q And what about communicating simply when the 

9 permanent subcommittee were to have hearings? I mean is that 

something that is -­ I mean that would not be necessarily maybe 

11 even improper to say. I mean that's -­

12 A Well, what I was -~ I was actually told by the SEC 

some general parameters about the work I was going to do. And 

14 at that time our understanding was that I would be working very 

hard for the first few months I was there in anticipation of a 

16 hearing on this matter. But I believe they told me that it 

17 would be -~ it's not the Senate told me. 

18 I think the SEC told me here's the deal; you're 

19 going to be really, really busy a few months, and then you 

will be less busy, which has -­ that's the case. But I think we 

21 were looking at that time before I went toward a hearing that 

22 would be sometime June, July of 2010. So I anticipated that 

23 there would be months of a lot of hard work. 

24 
BY r b)(7)(C) 

Q And I'm sorry. And who at the SEC told you that 
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Q Okay. 

A So that's what I can tell you about that. In 

general on the SEC side, and in the enforcement division, we do 

want to manage the press attention to our cases, because that 

part of deterring securities law violations. We want -- if we 

bring a good case we certainly want to get good publicity for 

it, and we're careful about how we announce them, and where and 

when, and so forth. So I think that in general it's a 

legitimate concern, but in this case from the SEC side I heard 

nothing. 

MR .• KOTZ: All right. Let me show you another 

document. I'm going to mark it as Exhibit 3. 

(Exhibit No. 3 was marked for 

identification.) 

BY .MR. KOTZ: 

Q This is an e-mail exchange between you, Ken Lench 

and Reid Muoio, 3/4/2010., 4:37 p.m. And in this you're,. I guessr 

just requesting some primers or training materials from Reid 

Muoio and Ken Lench. 

A That's right. They had just been named as the head 

of this new structured prodj.lCt.s subject matter area, and so I 

thought they might know more than I did about structured 

products, and Reid I .think certainly would have. Ken, I think, 

was not as involved prior to being named head of this area. 

Q Okay. And so you weren't seeking any information 
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1 there was an investigation, and that there would be transcripts 

2 from the PSI's side. Goldman's lawyers were denying that there 

:j were in fact any transcripts, and this to me would be 

4 obstruction of justice if it were intentional. And so I was 

thinking, well look, if they're going to pretend they don't 

6 exist 1 and we need to get them, we'll have to go to the SEC. 

7 But Tim called me. And the essence of our 

8 communication was he said, look, you know you can't tell them 

9 about the investigation. And I said, well, this witness is 

coming in who was disposed by the SEC, and she's going to tell 

11 them about the investigation very shortly. So, you know, we're 

12 ta.lking about two days here. And he said, but we don't want you 

13 to tell them. And ! said, look, I didn't tell them. And 

14 said, ask them again; ask Goldman again; the SEC doesn't want to 

provide the information. And I can see from what Reid is saying 

16 here in his in resistance, that would be from the typical, I've 

17 got a case in litigation; I .cton't want to tell other people 

18 about what I'm doing. 

19 And so based on what it said here, that would be 

Reid's resisting telling me anything about it, because that 

21 would be a typical reaction of a litigator. And so I did not 

22 tell them. And I went back to Ross Kirchner at PSI, and I said 

23 to him, ask Goldman again if there are any transcripts from any 

24 other law enforcement. agency. And so he did go back and asked a 

different lawyer for Goldman, and that lawyer, who had worked .on 
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the SEC investigation, said, yes, there are transcripts, and we 

will get them to you.. And that's how the matter was resolved. 

But my concern in writing this was that we -- that Congress was 

being deceived. 

Q But at the end of the day, .based on the advice you 

got from the SEC in this e-mail string, you didn't disclose 

anything about the Abacus? 

A No. I didn't. I didn't. I just asked Ross 

Kirchner are there any other transcr.ipts from anywhere, and he 

said, we have been told there are not. And I said, based on 

what Tim had said to me, ask them again. 

Q Okay. And this is as of April 7th. Were you aware 

at that point of when the SEC would file case against 

Goldman? I mean you were aware of the investigation, but were 

you aware that, you know, the SEC was about to file? I mean the 

SEC then filed I think nine days later. 

A No. I was not aware. I had no idea when they were 

going to file their action. 

Q And your knowledge, the PSI folks didn't know 

when the SEC was going to file their action? 

A No. 

BY l(b)(7)(C) 

Q Ju.st to be clear, to. make sure I understand what you 

were saying just a minute ago, at the time that you wrote the 

e-mail -- and this· is about on April 7th -- you were not aware 
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lawyers., who were reading their Blackberries, and they're seeing 

the external press. And one elbowed the other. They both 

nearly fell off the chair, and they called for a break. And 

that's how we found out. 

Q All right. I'm going to ask you a series of 

questions now. While you were at the SEC, were you aware of the 

financial regulatory reform legislation that was advancing 

through Congress and just recently passed? 

A Yes. I believe that was a matter of common 

knowledge in the press. 

Q Okay. Did anybody at the SEC ever mention this 

legislation in connection with the Goldman Sachs Abacus 

investigation, or in connection with the filing o.f an action 

against Goldman Sachs? 

A No. Not to me. 

Q Okay. Do you have any reason to believe that the 

SEC's action against Goldman Sachs or the timing of that action 

was to advance or related to financial regulatory reform 

leg.islation? 

A I don't know. 

Q Are you aware of any information indicating that the 

S.EC coordinated its action against Goldman Sachs with the 

executive office of t.he President, the White House, or any of. 

its employees? 

A No. 



5 

10 

15 

20 

25 

Page 40 

1 Q Are you aware of any information indicating that 

2 anyone at the SEC shared any information concerning its Goldman 

3 Sachs investigation with the executive office of the President, 

4 the White House, or any of its employees prior to the complaint 

being filed? 

6 A No. 

7 Q Are you aware of any information indicating that the 

8 SEC coordinated its action against Goldman Sachs with any 

9 members of Congress or congressional employees? 

A No. 

11 Q Are you aware of any information indicating that 

12 anyone the SEC shared any information concerning its Goldman 

13 Sachs investigation with any members of Congress or 

14 congressional employees prior to the complaint being filed? 

A Only to the extent we've discussed, about how I went 

16 on detail there, and learning abput the job there and so forth 

17 what they were generally looking at, and knowing in my head what 

18 the SEC had generally looked at. So other than the extent to 

19 which we've discussed, I don't know any other information . 

. Q Okay. Are you aware of any information indicating 

21 the SEC coordinated its action against Goldman Sachs with The 

.22 Democratic National Committee, The Democratic Senate Campaign 

23 Committee, The Democratic Congressional Campaign Committee, or 

24 any of their employees? 

A No. 
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1 .Q Are you a~are of any information indicating that 

2 anyone at the SEC shared any information concerning its Goldman 

3 Sachs investigation with The Democratic. National Committee, The 

4 Democratic Senate Campaign Committee, The Democratic 

Congressional Campaign Committee, or any of their employees, 

6 prior to the complaint being filed? 

7 A No. 

8 Q Okay. Let me ask you just. generally, from your many 

9 years at the SEC in a very senior position, do you understand 

that there was a policy in the SEC about informing companies 

11 after the Commission had approved a recommendation to file an 

12 action but prior to the case being filed, kind of giving them a 

13 heads-up? 

.14 A No. I was not aware of that . 

MR. KOTZ: All right. I want show you a 

16 document. We're going to mark it as Exhibit 5. 

17 (Exhibit No. 5 was marked for 

.18 identification.) 

19 BY MR. KOTZ: 

Q And this is a:n SEC administrative regulation, dated 

21 July 31, 2005. And I will turn your attention -­ you can 

22 certainly, you know, read over it as much as you want, but when 

23 you get to a point that you've read it you can turn your 

24 attention to page 6. 

A So 6 up top? 
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A No. And in fact I think that whole -- it was a very 

strange day. The first that I heard of the SEC s~ttling with 

Goldman there had been an article in the newspaper that day 

or the day before saying Goldman might settle globally. So we 

all read that. And then who knows what was going to happen 

after that. But .at 4:15 one of our Congressional interns said 

to me, Goldman is settling; there's going to be a press 

conference in half an hour at the SEC. And I said, well, that's 

news to me, but would you like to go. And the intern said they 

would like to go, so we all came over and watched the press 

conference, and that's. how we learned of it. 

Q Okay. And are you aware of any information 

indicating that the financial regulatory reform legislation, 

which was passed officially, the last stage of which before it 

went to the President, on the same day that the SEC announced 

its settlement, that that legislation was a factor in the 

settlement of Goldman with the SEC? 

A I have no information to that effect. My experience 

in Congress has been that when acts go to the floor is really 

w~ry fluid. When a vote's going to tdken is not something that 

you necessarily have a lot of information about. As I was 

saying earlier, just to complete the .information that I had on 

it, I thought our original hearing for congre.ss would be in June 

or July, and it turned out that that was moved up, and we did it 

at the end of April. But that was a big surprise to me as well, 

http:congre.ss
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information was released? 

A The possibility of a leak is always something that 

you're concerned about, so it's a matter of timing, getting 

things out quickly before there can be a leak of something very 

important. So when you get to the point of certainly a 

settlement like this one, which I had no involvement in, but it 

would be at a very high level in the Commission, you wouldn't 

want, for example, the Commission to approve it one week and 

file a week later, because that's just -- you know, you're 

inviting a leak basically. so you want to file very quickly 

after significant action is taken1 so that there cannot be leaks 

and uneven information distribution. 

Q So the SEC would want the SEC to be the entity that 

reveals the information about the settlement 1 rather than it 

being a leak in the newspaper prior to the SEC's official 

announcement? 

A Certainly. 

Q Okay. And why wOuld that be? 

A Why would that be? Well, A, we want the information 

to be accurate. I think that it's our practice when we settle a 

case with an individual, or with any party, that the SEC will 

agree with the other party about the general parameters of the 

press release. And sometimes the respondent negotiates quite 

extensively about the language of the press release. 

.But the understanding is that the SEC will be the 
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Q D~d you .remember at that t~e hear~ng 

concerns ~n the press about the Goldman settlement 

happen~ng before ~t was off~c~ally announced? 

A I believe that there was some leakage 

but I don't have a specific recollection of it. 

Q Do you recollect concerns that there was 

some leakage at that t~e? 

A Sure. 

Q And do you recollect that the SEC wanted 

to make sure that the facts of the settleme.nt did 

not go out unt~l they announced ~t? 

A Well, until the Commission approved it? 

Q Right. 

Right. 

And unt~l the SEC announced ~t 1 r~ght? 

Yes. 

Q I mean, ~sntt ~t to the benefit of the 

SEC for the SEC to be the f~rst ent~ty that 

announces a settlement? 

A Yes. 

Q What are those benefits? 

A Well, the benefits are that you can -­

you can control the message that comes out with 

the case. If a case is -- or settlement is, 

pre-announced, basically through a leak of some 

http:settleme.nt
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1 sort, either from defense counsel or some other 

.2 source, the press ·is not as interested in the 

3 story becaus·e it's not as newsworthy, and so you 

4 can't control how the message o.f the ca.se is 

po.rtrayed. 

6 Q Did you bear any particular concern 

7 about the fact that the message of the Goldman 

8 case would be spun in some way to show that 

9 Goldman got a good deal in some kind of leak 

before the SEC came forward with officially 

11 announcing the case? 

12 A Well, typically if defense counsel gets 

13 the story out,. they obviously try to minimize the 

14 impact of the case so there's a.lways that general 

concern. 

16 Q Right. But do you remember that .being a 

17 specific concern in connection with the Goldman 

18 ·settlement? 

19 A I remember people thinking about all the 

potential questions that could be raised regarding 

21 the settlement and obviously whether Goldman got a 

22 good deal would be one of them. 

23 Q Right 1 but cio you remember a particular 

24 concern about Gol~n leaking information about 

the settlement in which they spun the story to 
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the process that was used to arrive at the number? 

A No. 

Q A11 right. Were you aware generally of 

the financial regulatory reform legislation that 

has been advancing through Congress and was 

recently signed by the President? 

A Yes. 

Q Bas anybody at the SEC ever mentioned 

that legislation in connection with the Goldman 

Sachs investigation or in connection with the 

filing of an action against Goldman Sachs? 

A No. 

Q Do you have any reas.on to believe that 

the SEC's action agai.nst Goldman Sachs or the 

t~ing of that action was related to or to advance 

financial regulatory reform legislation? 

A No, I don't, and I know for a fact that 

we've been working on the legislation, we've been 

working on the Goldman case, and both were moving, 

as far as I could tell, on separate tracks. 

Q Were you aware that the Goldman 

settlement was announced the same day that the 

financial regulatory legislation was formally 

approved by the Senate? 

A Right. 
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Q Do you know if that was a coincidence or 

if there was any reason behind that? 

A I believe they were coincidences. 

Q Are you aware of any infor.mation 

indicating the SEC coordinated its action against 

Goldman Sachs with the Executive Office of the 

President, the White House, or any of its 

employees? 

A I have absolutely no knowledge of that. 

Q Al;:e you aware of any information 

indicating that anyone at the SEC shared any 

information concerning its Goldman Sachs 

investigation with the Executive Office of the 

President, the White House, or any of its 

employees prior to the complaint being filed? 

A I have absolutely no knowledge of that. 

Q Are you aware of any information 

indicating the SEC coordinated i.ts 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 
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1 congressional employees prior to the complaint 

2 being filed? 

3 A No. 

4 Q Are you aware of any information 

indicating the SEC coordinated its action against 

6 Goldman. Sachs with the Democratic National 

7 Committee, the Democratic State Senate Campaign 

8 Committee, the Democratic Congressional Campaign 

9 Committee, or any of their employees? 

A I am not aware of,anything like that.. 

11 Q Are you aware of any information 

12 indicating that anyone with the SEC shared any 

13 in·formation. concerning its Goldman Sachs 

14 investigation with the Democratic National 

Committee, the Democratic Senate Campaign 

16 Committee, the Democratic Congressional .Campaign 

17 Committee or any of their employees prior to the 

18 complaint being filed? 

19 A No. 

Q Are you aware of any information 

21 indicating that anyone at the SEC shared any 

22 infor,mation concerning the Goldman Sachs 

investigation or the settlement with the news 

24 media or any journalists prior to the complaint 

being filed? 

Page 49 
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A No. 

Q What about prior to the settlement being 

announced? 

A No. In fact, as far as I was aware, 

they were very careful about any conversations 

with the press during the window when we knew the 

settlement would probably be coming out. 

Q But then in the end the 3-2 vote on the 

settlement also came out in the pre.ss, didn't it? 

A It did. It was ·extremely disappointing. 

Q Do you .know if there was any effort 

within the Commission with respect to the fact 

that there seems to be a relatively large number 

of leaks? 

A Well, yirtually anything of any interest 

or significance whatsoever is now being done in 

Executive Session· to limit the number of people 

that are aware of what is said at the meetings and 

there is much more limited discussion of what was 

discussed at Commission meetings and the chairman 

reads off a statement at the beginning of every 

meeting. 

Q Of course, l~iting the people who 

either are at the Executive Session or know what 

happened at the Executive Session does not seem to 
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1 decks before the Chairman's testimony. 

2 Q And when was the Chairman's testimony? 

3 A I believe it was coming up in the 

4 following week. I don't know the precise day. 

5 MR. KOTZ: All right. Let me show you 

6 another document. Mark this as Exhibit 3. E-mail 

7 You and 
l 
(b)(7)(C) I 

exchanged between . L. ----------' dated 

8 4/16/10, 4:16 p.m~ 

9 (Exhibit No. 3 was marked for 

TO identification.) 

11 THE WITNESS:. Yes . 

12 BY MR. KOTZ: 

13 Who is Ll'b-)(7-)(c-) -----------' 

14 A He a friend of mine. A very close 

15 of mine. 

16 Q Does he work for the SEC? 

17 A No. 

18 Q And what information ~- what were you 

19 discussing withLI( b)_' 7 _)' c_) -----~~at's referenced in 

20 this e-mail string? You made a bet or something? 

2 1 A I had told 
il (b)(7)(C) tJ._ 

··' ·· IL. ____ ____,l~hat there was 

22 something that I was working on that would 

23 ~~'b-)( 
7 

_)' c_) _~lwas aware because he had been over for 

24 dinner a nights before that I was very 

25 stressed and that I was working on something that 
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1 I had said would, unfortunately, make the cover of 

2 the New York Times. 

3 Q Something that you had said? 

4 A I did not describe the substance of 

5 anything. just knew I was working on something 

6 that would not be good news for the Commission. 

7 Q Oh, I see. 

8 A I was referencing, however, in a very 

9 general way the Stanford OIG Report which we were 

10 completing redaction on. 

11 Q So this is a conversation you had with 

12 him before the Stanford Report was issued? 

13 A He was over dinner at my house 

14 a night or before. Two nights 

believe. 

16 Q And did you in that discuss.ion. also 

17 discuss withl(b)(?)(c) ~he fact that the 

18 Goldman case was about to be announced? It seems 

19 to refer to the Goldman case as well. 

20 A I did not discuss the substance of 

21 anything with anyone outside pf the Commission. 

Q So what was the best about with l._<b­)(?­)(c-) _____, 

23 :rb:)(7:)(C=)======= 

24 A That there would be two stories that 

I 

25 would make the New York Times on Friday. 
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Q D~d you ~n~cate to h~ what the story 

what the stories were? 

A No. And it was not a serious bet. It 

was just we were -- he knows that I get stressed 

work sometimes and as you're aware, there were 

two stories that came out that day and.one story 

was not good and I had said to him I hoped that 

one story would drown out the other story. 

Q So you didn' t <b-)( ?-)( c ) ______.I knowl.et ._l _

pr~or to the SEC fil.~ng of the Goldman case that 

there was a potential. case against Goldman? 

A I was only aware of Goldman the night 

l(b )( 7 )( c ) Iand Iand I certainly, I 

chatted for a few minutes that evening, but I 

would certainly never mention the 

Report or the Goldman or the specifics of anything 

about them. 

To l(b )( 7 )( c ) 

Q 

A That is correct. 

Q And just to be cl.ear you d~dn't reveal. 

tO r b )( 7 )( C ) ~hat the SEC was bring~ng a case 

before Goldman before the SEC brought its case? 

A I absolutely would not do that. That 

would be a violation my ethical 

responsibilities, as well as a violation of my ~-
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1 Q I just want to -­ you keep saying I 

2 would not do that. 

3 A I did not do that. 

4 MR. KOTZ: Thank you. 

BYrb)(7)(C) 

6 Q Just to be clear, you had said that you 

7 had this conversation wi thrb)(? )(C) Ia few 

8 nights prior to April 16th. Is that right? 

9 A I believe it actually was the night 

before. I'm sorry. 

11 Q Okay. 

A I said a night or so before the suit was 

13 filed, I believe. 

14 Q And so how even if it was a mock bet, 

but with no stakes, how could you have ever had a 

16 mock bet with r b)(? )(C) Iif he had no idea what 

17 either story was about as to which one would drown 

18 out the other one? 

19 A Very simple to say that one of the 

matters I've been working on will be -­ I don't 

21 remember the full context of the conversation, but 

22 one of the matters that I've be working on will 

23 come out and hopefully another matter will drown 

24 it out. We shall see if they both make any .bets 

on whether they both make the New York Times. 
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1 Q But what did you mean by coincidence? 

2 A I was probably thinking that there may 

3 have been -­ I think what I was thinking -­ I'm 

4 not sure it's really particular relevant. It was 

the reference to a coincidence would be purely 

6 my own speculation about the timing of the two 

7 releases. 

8 Q What would that speculation be? 

9 A I'm not really sure that my spec -­ I 

mean, I will answer the question if you tell me, 

11 but it would be purely my speculation and not 

12 based on anything that I learned from anyone else. 

13 Q I'm intere~ted in your speculation. 

14 A I would think would be positive 

damage control for the Commission. I have -­

16 Q So I still don't understand. What is 

17 the coincidence? 

18 A Well, if Stanford came out the day 

19 before, hypothetically, and Goldman came out the 

day after the.re would have obviously been 24 hours 

21 of press release. Or if Goldman was filed on 

22 Monday and the Stanford Report came on .a Friday 

23 there would be a weekend of further damaging press 

24 to an agency that already seems to have low 

morale. 
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Q So you were insinuating in this conunent 

that perhaps the two stories were put out the same 

day :in order for the Goldman story to drown out 

the Stanford story? Is that the gist of what tbe 

coincidence was? 

A 

Q 

A 

Essentially, yes. 

Okay. 

I do not know that anyone did that. It 

seems to me that these were things largely moving 

on parallel tracks and I was -­

Q We're not investigating that, but I was 

just curious what you meant by coincidence. 

Are you aware or were you 

aware of the financial regulatory reform 

legislation that had been advancing through 

Congress and was recently signed by the President? 

A Yes. 

Q Has anybody at the SEC ever mentioned 

that legislation :in connection with the Goldman 

Sachs :investigation, the ABACUS case, or in 

connection with the filing of an action against 

Goldman Sachs? 

A 

Q 

Not that I'm aware of. 

Do you have any reason to believe that 

the SEC's action against Goldman Sachs or the 
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1 t±ming of that action was to advance financial 

2 regulatory reform legislation? 

3 A Certainly not. 

4 Q Are you aware of any information 

indicating the SEC's action against Goldman Sachs 

6 or the timing of that action as to advance 

7 financial regulatory reform legislation? 

8 A Certainly not. 

9 Were you aware that the SEC settlement 

with Goldman Sachs was announced on the same day 

11 that the financial reform legi~lation was finally 

12 approved by the Senate? 

13 A Yes. 

14 Q Are you aware or do you have any reason 

to believe that that timing was not coincidental? 

16 A Can you please repeat the question? 

17 Q Do you have any reason to believe that 

18 the timing was not coincidental, that the 

19 settlement in the Goldman Sachs case was issued on 

the same day that the financial regulatory reform 

21 advanced to a final stage.? 

2 2 r b)(? )(C) I I think because we I ve 

23 been using the word coincidence a lot, maybe just 

24 say what you mean by the word coincidence there. 

BY MR. KOTZ: 
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the SEC coordinated its actions against Go1dman Sachs with 

the Executive Office of the President, the White House, or 

any of its emp1oyees? 

A Certainly not. 

Q Are you aware of any information 

indicating that anyone with the SEC shared any 

information concerning its Go1dman Sachs 

investigation with the Executive Office of the 

President, the White House, or any of its 

emp1oyees prior to the comp1aint being filed? 

A Certainly not. 

Q Are you aware of any information 

indicating the SEC coordinated its action against 

Go1dman Sachs with any members of Congress or any 

congressiona1 ploys? 

A Certainly not. 

Q Are you aware of any information 

indicating that anyone at the SEC shared any 

information concern~ng its Go1dman Sachs 

investigation with any members of Congress or any 

congressional employees prior to the complaint 

being filed? 

A Certainly not. 

Q Are you aware of any information 

indicating the SEC coordinated its action against 
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Goldman Sachs w~th the Democratic Nat~ona1 

Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign 

Committee, or any of its employees? 

Certainly not. 

Q Are you aware of any info~ation 

indicating that anyone at the SEC shared any 

information concerning its Goldman Sachs 

investigation with the Democratic National 

Commit.tee 1 the Democrat~c Senate Campaign 

Committee., the Democratic Congressional Campaign 

Committee, or any of the~r employees prior to the 

complaint being f~led? 

A Certainly not. 

Q Were you aware of the fact that shortly 

after the SEC f~.led ~ts compla~nt against Goldman 

there were art~c1es or an art~cle in the newspaper 

with nonpubl~c information about the vote that the 

Comm~ssion had? 

A Can you please repeat the question? 

Q Were you aware that shortly after the 

SEC brought an action against Goldman there was an 

aruicle in the newspaper which contained nonpublic 

information about the vote that the Commission had 

to approve the Goldman case? 
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A Yes. 

Q Do you know who leaked that information? 

A No. 

Q Did you have any conversations with 

anybody that would lead you to suspect someone of 

leaking that information? 

A No. 

Q Are you aware of anybody leaking or 

providing any nonpublio information about Goldman 

Sachs to the press? 

A No. 

Q Were you -- did you have any involvement 

in the settlement discussions after the. filing of 

the Goldman Sachs ABACUS cpmplaint? 

A No. 

Q Were you -- did you have. any involvement 

in the Executive Session or the procedure in which 

the Commissi.on approved the Goldman settlement? 

No. 

Q Were you aware o.f -- when was the first 

time you became aware that there was a settlement 

in the GOldman case? 

A When I read it on the New York Times 

that afternoon. 

Q Okay. 
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1 Levin had asked to speak with 

2 because he had somehow read his blog. I think he 

3 had read his prior testimony he had given to 

4 Congressional committees. He wasn't asking to 

speak to him because he was an SEC person, but 

6 rather this was a guy he wanted to try to -­ he 

7 thought had a sort of an expertise that he could 

8 tap into and/or learn from. It just so happened 

9 he worked at the SEC. So, somehow that request 

either was made of me or came to me. So we set up 

11 the meeting. Senator Levin met with -­ with 

and in the course of the discussion, 

13 the -­ PSI's investigation of Goldman was ~-was 

14 mentioned. So I -­ I know at that point in time 

obviously the issue was -­ I do have a memory of 

16 discussing it .. 

17 Q Now did know that the 

18 SEC was investigating Go1dman as we11? 

19 A As of -­ I believe he did. I don't know 

when he first learned of it. Whether, you know, 

21 in advance of the meeting, I told him that there 

22 is an investigation, so we need to be careful or 

or whether it was subsequent to the meeting. 

24 It probably was before, because I probably had 

some idea that one of the things that they wa,nted 
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1 to talk about related to Goldman. So I don't know 

2 if he -­ I don't have a memory as to whether he 

3 knew before, but I -­ I feel fairly confident just 

4 based on my practice that I probably would have 

told him in advance of the meeting. 

6 Q And did you participate in that meeting? 

7 A Yes. 

8 Q Okay.. Did i.n that meeting 

9 or anyone e1se from the SEC say 

anything about the existence of an investigation 

11 by the SEC against Go1dman? 

12 A No. But I I should say that at the 

13 end of the meeting 1 Senator Levin reques,ted 

14 assistance going forward, which I think is part of 

what -­ what is referenced in the e-mail in Exhibit 

16 5. And I got the sense that ~- from -­ from the 

17 questions they were asking that they were aware 

18 that we were investigating Goldman. Because they 

19 indicated to the extent that there .isn't any sort 

of issue or conflict or -­ or ethical reason why 

21 't help, I think they wanted his 

22 assistance to review some Goldman-specific 

documents. So this -­ this issue of whether or 

24 not he would be permitted to further assist them, 

my memory was raiseq at this meeting with Senator 
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1 A in their investigation. At no point 

2 in time was he free to discuss whatever we were 

3 doing, although my knowledge -- my understanding 

4 is he didn't know anything about what enforcement 

5 was doing. 

6 Q But was ll.owed to just 

7 aoknowl.edge the existence of the SEC Gol.dman 

8 invest~gation given that you sa1d it seemed l.ike 

9 Senator Levin al.ready knew about it? 

10 A No. No.. And I believe what happened 

was well, what happened was I went back to -- I 

12 S ont thJ..'s e-mal.· l to -- tol(b)(?)(C) I ~ . ·~. ------------~ I discussed 

13 in internally. I 

14 And the thought was that if 

15 provide theassistance that Senator Levin 

16 requested, he would have to be walled off entirely 

17 from the investigation and that was not .something 

18 that folks thought. was a good idea. Not because 

19 he -- was assisting in this investigation, 

20 but he did have a certain expertise and who knew 

21 if he might be needed as an asset or a resource in 

22 the future. So what -- what I communicated back 

to PSI was basically without confirming that there 

24 is an investigation, to the extent that there were 

25 one that related to Goldman, he were to provide 

also discussed it 

were going to 
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2 

3 

serving in any capacity. So given that we're 

unable to --l(b)(
7 

)(c) I not going t~ be able to 

4 provide the assistance that you're looking for. 

Q Okay. didn't provide any 

6 further assistance to Senator Levin or his office 

7 after that first meeting? 

8 

9 

A 

happened 

He did have another meeting -­

is they -­ they sort of -­ they 

what 

we had 

11 

12 

a few discussions about this issue where we sort 

Of -­ finally Came to Understood thatLrb-)(
7 

-)(C-) ----~ 

was not going to be able to review the documents. 

13 My memory is they came back and asked well, what 

14 we showed you documents but we don't tell you 

16 

1 7 

where they're from and won't have any markings 

on them. These were sort of risk-related 

documents thatrb)( 
7 

)(C) ~ould maybe have an expert 

18 in. Would he be able to review those? We 

19 diSCUSSed that internally With 

and others and the thought was 

21 form over substance. We're not 

7 

-- With .__rb-)( -)(C-) -------------' 

that it seems like 

going to sort of 

22 close.our eyes and pretend that these aren't 

23 Goldman documents. Subsequent to that, I want to 

24 say a few weeks later, they -- they asked if they 

could just talk to him generally about risk 
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related issues. Sort of what certain terms meant. 

And 1 don't even know necessarily what all these 

things mean, but value-at-risk and convexity and 

gamma, alpha or gamma, theta, something called 

NVOl. And also just generically how it is that 

certain -- how risk departments would be set up. 

If -- sort of if -- if -- if you had different 

trading desks, how it would flow up generally. So 

meeting with PSI where he 

discussed those issues subsequent to Exhibit 5 and 

what we've been talking about. 

Q Were you at that meeting? 

A Yes. 

Q Okay. And was any information about the 

SEC investigation of Goldman discussed at that 

meeting? 

A No. 

Q Okay. Do you know if Senator Levin or 

his staff at any point in time was made aware of 

the SEC's t±ming or in planned t±minq of their 

Goldman investigation? 

A I don't believe that they were. On the 

night before the actual case was filed -- and I 

should back up. Subsequent, pretty soon after 

r b)(? )(C) Imet with PSI staff, PSI requested 
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1 forth e-mails where I know my view was we should 

2 just tell her basically you can't disclose any 

3 nonpublic information.. I didn't have an 

4 unders.tandi.ng that she had disclosed any up to 

that point in time. But I thought it woul<;i make 

6 sense just to reiterate what we had told her 

7 before which is basically you can't disclose 

8 nonpublic information on the transcripts. PSI 

9· knows how to get them if they need them basically 

and there's a protocol to follow for that. The 

11 gentle reminder -­ my memory is and it says it 

12 here that that basically that was on the point 

13 that everything should flow through Leg Affairs. 

14 She shouldn't try t.o reach out to Reid or other 

people she knows. And that•s when Reidsaid maybe 

16 a gentle reminder is in order. 

17 Q Did you provide that general. reminder? 

18 A I did have a call with herwhere in 

19 substance I communicated what was reflected in the 

e-mails to Pauline. 

21 Q And so your co.nfident that Ms. Calande 

22 did not disclose any nonpubl.ic information to PSI? 

23 A I don't I don't know if she did or 

24 not. I know that we -- I told her again at this 

point in time in a phone conversation you 
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shouldn't disclose any nonpublic information to 

PSI. 

Q And she didn't kind of indicate to you I 

already did or whoops? 

A No~ No, she did not. 

Q So she didn't give you any indication 

that she had disclosed any nonpublic information? 

A No. 

Q ~right.. The next two documents 

actually relate to the discussion we were having 

before. We're going to mark as Exhibit 8 and 9. 

Exhibit 8 is an e-mail exchange with you and Eric 

Spitler, 4/11/10, 6:47 p.m. And then for 

Exhibit 9 is an exchange also between you and Eric 

Spitler, 4/14/10, 9:23 p.m. This relates to the 

discussions that you referenced earlier about 

having an SEC person 

testify at the hearing. 

A Yeah .. I'm familiar with these e-mails. 

{Exhibit Nos. 8 and 9 were marked for 

identification.) 

BY MR. KOTZ: 

Q So basically, the point here is what you 

were saying that Senator Levin was requesting that 

o.r somebqdy else testify and the 
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SEC didn•t think it. was a. good idea and in the end 

what happened? 

A I had numerous conversations with PSI 

staff -­

Right.Q 

A -­ about -­ about -­ well, first of ali, 

internally, I tried to press as 

well as ultimately my memory is Henry Hu, who is 

the head of Risk Fin, to try to find another 

academic or another expert that we could say to 

PSI here's a person who can speak to the same 

sorts of thing§ that I know there were 

some names thrown about, but those never -­ it 

never resulted in anyone that we thought would be 

an adequate substitute. So I had numerous 

conversations with PSI where I tried to impress 

upon them the importance of not calling 

or anyone else at the SEC that it would be a 

bad idea if in fact there there were an 

investigation related to Goldman and -~ and word 

got out -­ or or ~- or if there were in fact an 

investigation of Goldman and people began asking. 

There was a fear that questions would be planted 

basically and that may say something that 

could harm the investigation. 
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expert. in ~egis~ative affairs -~ were you aware of 

the affect that the SEC's fi~ing of the Go~dman 

action had on the fi.nanci.a~ reform process? 

A I would not --- not withstanding the fact 

that. I used to work on Capitol Hill, and I am in 

Leg Affairs, I would not refer to myself as an 

expert in legislative affairs --- just given the 

intricacies -­

Q Okay. 

A -­ and the things I've seen, but -­

Q Based on your experience in ~egis~ative 

affairs? 

A I actually was -- I personally was not 

aw.are of the impact that the filing of the case 

would have. I, for whatever reason I knew it 

was an important case, but I was very surprised at 

the level of interest, the level of media interest 

in the case and the fact that .it it was just 

it was everywhere it seemed like after the case 

was filed and I was not expecting that. 

Q I mean is it fair to say that given the 

in.terest the tremendous interest that the S$C 

case against Goldman. got, that it did have an 

impact on the financia~ reform ~egis~ation? 

A My personal opinion -- again I don't 
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those lines. 

Q Alright. Let me ask you several other 

questions. So just for the record, do.you have 

any reason to believe that the SEC's action 

against Goldman Sachs or the timing of that action 

was to advance financial regulatory reform 

legislation? 

A No. 

Q Are you aware of any information 

indicating that the SEC's action against Goldman 

Sachs or the timing of that action was to advance 

financial regulatory reform legislation? 

A Can you say that one more time? I just 

want to figure out how that's different. 

Q Sure. ~e you aware of information 

indicating tha:t the SEC's action against Goldman 

Sachs or the timing of that action was done to 

advance financial regulatory reform legislation? 

A No. 

Q Are you aware of any information 

indicating that the SEC coordinated its action 

against Goldman Sachs with the Democratic National 

Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign 

Committee or any of their employees? 
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A No. 

Q Are you aware of any i.n.formation 

indicating that anyone at the SEC shared any 

infor.mation concerning its Goldman Sachs 

investigation with the Democratic National 

Committee, the Democratic Senate Campaign 

qommittee, the Democratic Congressional Campaign 

Committee or any of their employees prior to the 

complaint being filed? 

A No. 

Q Did you have any interaction with the 

Democratic National Committee, the Democratic 

Senate Campaign Committee, the Democratic 

Congressional Campaign Committee or any of the 

employees with regard to the financial reform 

legislation? 

A No. 

Q Were you aware of anybody at the SEC who 

had such interactions? 

A I am not. 

Q Are you aware of any.information 

indicating that anyone at the SEC shared any 

information concerning its Goldman Sachs 

investigatiqn with the U.S. Department of 

Treasury, the Federal Reserve or any of their 
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wasn't a part of it. 

Q You're aware that there was a media 

report after the Goldman case was filed which 

provided information about what the Commission 

vote was? 

A Correct. 

Q Are you aware of who might .have .leaked 

that information? 

A I am not. 

Q Was there some concern within the SEC 

that that information got out? 

A Me, personally, I think yes, but I don't 

have any specific memory of discussions. Me, 

personally, I mean I was troubled by that fact 

because, you know, the nonpublic -- the closed 

Commission meetings are closed for a reason and 

there shouldn't be leaks about what the votes are 

or .whati.s discussed at the closed meeting .. 

They're supposed to be a candid discussion about 

the case and that's nOt something that should be 

out there for public consumption. 

Q Do you have any idea who might have 

leaked that information? 

A I do not. 

Q Do you know of anyone who may have 
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1 (Exhibit No. 4 was marked 

2 identification.) 

3 BY MR. KOTZ: . 

4 Q And so at the bottom of the page we see 

Anne Marie Kelley's e-mail of the press release. 

6 Is that what you were referring to that she sent 

7 out the press release to various folks in 

8 Congress? 

9 A Yes. Yes. 

Q And then you have this individual who 

11 e-mails back, "Wow . " And you e-mail back, "Do you 

12 know hard I was biting my tongue yesterday?" And 

13 then he responds, 11You are the Sphinx!" 

14 A 

Q What was that referri.ng to? 

16 A If I recall correctly, Senator Kaufman, 

17 for whom'-rb-)( 
7 

_)(C- ) --~---------'lworks -­ I can' t 

18 remember if was 

19 his chief of staff 

of Enforcement ~-

21 and Lorin Reisner; 

the senator himself ori'-l<7)<c)_ ___,<b___

-- wanted to meet with members 

it ~ight have been Rob Khuzami 

I know he's met with them 

before -- to ask why we. hadn't brought any big 

cases yet. 

Q Wow. 

A And so I had to have a long conversation 
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WithLrb)( -C) hOW he Wanted-?)( ---------------~falking abOUt 

to meet with these guys to complain that we 

haven't brought any big cases, and I just had to 

listen, and so then when he says, "Wow," that's 

when I said I had to bite my tongue, because 

obviously I couldn't say anything. And after 

that, he said we don't need the meeting; you guys 

go go work on your case. 

Q Alld so what does he refer to, "You are 

the Sphinx? u 

A I guess that -- it's funny, because I 

remember at the time thinking I guess he means 

that I sat quietly li a .sphinx. 

Q Oh, okay. So, when was this 

. •l(b )(7)(C ) 

conversation that you had with 
~----------------~ 

A Well, I say here "yesterday," so I'm 

guessing was Thursday. 

Q Do you remember .if ,it was .in the morning 

or the afternoon or the evening? 

A I don't remember. 

Q But clearly you knew Thursday that the 

SEC was going to bring a case against Goldman. 

A Yes. 

Q Do you think you might have known that . 

before Thursday? 
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A No. I mean, yes, there was more press 

about the financial crisis, but I never -- I - ­

I'm not aware of that switching any votes or, you 

know, anything specific. It -- it kind of added 

to the overall din or the overall noise 

surrounding the need for reform. 

Q .Okay. 

A So, I wouldn't want to say that I don't 

think it had -- played any role, but I also don't 

think it p~ayed a specific role. 

Q Did any conversations you had -- I 

assume you had numerous conversations with members 

of .and staff of members of Congress about the 

financial. reform l.egisl.ati:on. 

A Yes. 

Q Did any conversation that you had with 

any member of Congress or any staff member of 

Congress rel.ating to financial. regul.atory reform 

l.eqisl.ation ,;,._ did the Gol.dman Sachs investigation 

or the fil:ing of an actJ..on against Gol.dman Sachs 

by the SEC ever come up? 

A After the complaint was filed, it. might 

have 

Q Okay, .I'm - ­


A But I'm not - ­
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Q Before the complaint stopped. 


A No. 


Q Was there any point in tLme where any 


member of Congress or staff member said, you know, 

do you have any big cases coming, like this 

COnVersation With r b)(? )(C) lthat might help tO 

provide some momentum for financial regulatory 

reform? 

A I never had that conversation, no. 


Q Do you know if the SEC gave anyone in 


.either the White House or Congress a .heads-up that 

the SEC was about to file its case against Goldman 

Sachs'? 

A I know I didn't, and my understanding is 

that no one else did either, and I'm not aware 

anyone doing that. 

All right. Did you have any 

communications with the Democratic National 

Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign 

Committee, or any of their employees relating to 

financial regulatory refor.m? 

A No. 


Q You 


. A Not that I'm aware of at all . 
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Q Were you aware that shor.tl.y after the 

SEC brought its action against Goldman there was a 

press report about the commission vote of that 

action? 

A· Yes. 

Q Do you have any idea who might have 

provided that information to the news media? 

A No. 

Q Was there any effort within the SEC to 

t~ to figure out who may have brought that, who 

may have leaked that information? 

A There might have been, but I wasn't a 

part of that effort. 

Q Are you aware of any information 

indicating that anyone at the SEC shared any 

information concerning its Goldman Sachs 

investigation with the news media or any 

journalist prio~ to the complaint being filed? 

A Ask the question again?, I'm sorry. 

Q Sure. Are you. aware of any information 

indicating that anyone at the SEC shared any 

information concerning its Goldman Sachs 

investigation .with the news media or -­

A Am I -­

Q -- or journalist prior to the complaint 
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being fil.ed? 

A Am I aware that information was shared? 

Q Right. 

A Or -­

Q Right. 

A I mean, I saw the news reports.-­

Q Oh, I see. 

A w- about the -- but I'm not aware of 

anything other than what I read in the -- in the 

press, if that 

Q So, you're not aware of anyone in the 

SEC sharing any information with the news media 

A That's right. 

Q about the Goldman case prior to it 

being filed. 

A That's right, I am not. 

Q You're aware that there was an article, 

and the article seemed to convey information. 

A That's right. 

Q All right. Were you aware of the issue 

about whether or why the SEC did not inform 

Goldman Sachs immediately prior to the filing of 

its action -- that it intended to file an action'? 

A Am I aware that that's a complaint? 

Q Yeah. 
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1 ready to be announced, and then once there was the 

2 date that the Senate would vote, the timing of the 

3 settlement wouldn't be changed simply to avoid 

4 appearances, because then that would actually be 

changing because of political reasons. So ~-

6 Q Mm-hmm. Was there any discussion about 

7 that possibility: Hey, maybe let's not iss_ue the 

8 settlement on the same day, given the previous 

9 a11eqations, you know, in connection -­

A No. In fact, I said do you realize that 

11 this is probably going to be -­ you know; because 

12 the Senate ~~ the votes were working out and it 

13 wasn't -~ we -­ no one knew for sure when the 

14 Senate vote would be -­ I remember this -­ as we 

talk about it, I remember more. The Senate was 

16· going to .invoke cloture again at 60 votes and then 

17 time would tick. And some Senate -­ there was a 

18 lot of talk on the Senate would thiS would the 

19 actual vote occur Saturday or Friday or Monday or 

-­ and I said -­ one t.hing I've always thought is 

21 once the Senate gets its 60 vot.es and the 

22 writing's on the wall, they often tend to just 

23 move along and get it done quickly. And I said 

24 this is -­ looks like it's going. to happen at the 

same time as the settlement. And I had this 
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journali.sts prior to the complaint being filed? 

A No. 

Q I assume you're aware·of the financial 

reform regulatory legislation that advanced 

through Congress and was recently signed into law? 

A Yes. 

Q And you spent a significant time working 

on that? 

A Yes. 

Q Did you e .ver have any communications 

with anyone at the White House about -­

A No. 

Q Let me just get the whole question so 

you can have the answer. Did you have any 

communications with anybody at the White House 

about the financial regulatory reform legislation? 

A No. 

Q Do you know if anyone at the SEC did? 

A Not to my knowledge. 

Q But you, I assume, did have numerous 

communications with members of Congress and/or. 
staff members of Congress regarding the financial 

regulatory .reform legislation. 

A Yes. 

Q In any of those conversations did the 
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the Goldman Sachs investigation or in connection 

with the filing of an action aga±nst Goldman 

sachs? 

A No. 

Q Do you h~ve any reason to bel±eve that 

the SEC act±on aga±nst Goldman Sachs or the t~ing 

of that action was to advance or related to 

financial regulatory reform? 

A No. 

Q Are you .aware of any ±nformat±on 

indicating that the SEC's action against Goldman 

Sachs or the t±ming of that action - ­

A No. 

Q - ­ was to advance financ
i 

ial regulatory 

reform? 

A No. 


Q Just let me fin±sh the thing - ­

A Sorry. 


Q -- so we can have a clean transcript. 


Are you aware of any information indicating that 

the SEC coordinated its. act±on against Goldman 

Sachs with the Executive Office of the President, 

the White House, or any of its employees? 

A No. 


Q Are you aware of any information 
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indicating that anyone with the SEC shared any of 

the information concerning its Goldman Sachs 

investigation 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 yol1 aware of any information 

indicating the SEC coordinated its action against 

Goldman Sachs with any members of Congre.ss 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 

congressional ~ployees prior to the complaint 

beinq.filed? 

A No. 

Q Are you aware of any information 

indicating that the s~c coordinated its action 

against Goldman Sachs with the Democratic National 

Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign 

Committee, or any of their employees? 

A No. 

http:Congre.ss
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1 Q Are you aware of any information 

2 indicating that anyone at the SEC shared any 

3 information concerning its Goldman Sachs 

4 investigation with the Democratic National 

Committee, the Democra.tic Senate Cal!lpaiqn 

6 Committee, the Democratic Congressional Campaign 

7 Committee, or any of their employees prior to the 

8 complaint being filed? 

A No. 

Q Did you have any communications with the 

11 Democratic National Committee, theDemocratic 

12 Senate Campaign Committee, or the Democratic 

13 Congressional Campaign Committee regarding 

14 financial regulatory reform? 

A No. 

16 Q Are you aware of any i.nformation 

17 indicating anyone with the SEC shared any 

18 information concerning its Goldman Sachs 

19 investigation with the U.S .. Department of 

Treasury, the Federal Reserve, or any of their 

21 employees prior to the complaint being filed? 

22 A No. 

23 Q Were you aware of the issue relating to 

24 the SEC not providing Goldman notice right before 

it filed the case against them? 
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A No. 

Q Are you aware of that issue? 

A No. 

Q Are you aware of the issue relating to 

the fact that the SEC didn't inform the New York 

Stock Exchange that it intended to file a 

complaint against Goldman and there was a market 

impact from the complaint? 

A I'm aware there was a market impact. I 

didn't know that they were supposed to let the New 

York Stock Exchange know. 

Q · Are. you aware of any issue regardi.ng 

whether the SEC should be announcing an action 

against a publicly traded company, like Goldman, 

during the trading hours given the effect on 

Goldman stock? 

A No. 

Q Were you surprised at how much coverage 

the SEC's action against Goldman got? 

A Yes. 

Q Did you assume that there would be some 

coverage? 

A Yes. 

Q But you were surprised at how much? 

A Yeah.. 

http:regardi.ng
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1 Q You mean the action memo? 

2 A Yeah. 

3 BY r b)(7)(C) 

4 Q Who to1d you that? 

A Eric. 

6 Q Spitler? 

7 A Spitler, yes. 

8 BY MR. KOTZ: 

9 Q Did you or anyone else say to h±m can't 

we do it on a different day? Do you see how this 

11 is going to 1ook? 

12 A I think I said it. Well, I didn't say 

13 can we do on a d~fferent day? I sa~d werre 

14 going to get yelled at by Congress f o r this, and 

they said that we can't stop it, speed it up, or 

16 slow it down because that would be then wrong. 

17 Q That was Eric Spit1er said that? 

18 A Yes. 

19 Q And did you understand that he bad had 

communications with other folks about this? 

21 A I assumed so. 

22 Q Now, this was the Thursday that both 

2 3 things · happened, if you remember. And. were you 

24 aware genera11y that week that the financial 

regu1atory reform vote was going to occur on 
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(A brief recess was taken.) 

BY MR. KOTZ: 

Q Back on the record. Do you have any 

know1edqe as to who might have provided the 

information to a reporte.r about the particu1ar 

vote that occurred in the Commission when they 

approved the Go1dman case? 

A No. 

Q Were you aware that prior to the SEC 

announcing its Goldman sett1ement, a day or two 

before there were news reports that the SEC and 

Goldman were getting c1ose to a settlement? 

A Yes. 

Q And was that a concern within the SEC 

that this infor.mation was getting leaked out 

again? 

A Not that I'm aware of. 

Q You said the SEC leaks like a s.ieve. Is 

it kind of a genera1 concern and more particu1arly 

late1y because of al1 of the leaks? 

A During my three years here, that's been 

a concern the entire time. 

Q But have there been other cases where 

votes like that were 1eaked? 


A Yes. I remember several times under 
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Chairman Cox. 

Q And do you remember any particular 

concern with respect to the announcement of the 

Goldman settlement about concerns about leaks 

given that the vote was previously leaked? 

A Just that as soon as the vote was 

finished Rob Khuzami was going to do a press 

conference right afterwards and then we were at 

the same time, we were letting the Hill know. 

Q So there was an interest in ensuring 

that the settlement be announced ±mmediately after 

the vote so to avoid too much t~e going by where 

there could be leak? 

A The they were not specifically saying 

that it would be a leak, but they said just so 

that it was -- it was out to the public a$ soon as 

possible. 

Q But then, of course, the vote on the 

settlement leaked, too, didn't it? 

A Yes. 

Q And you don't have any idea who might 

have leaked that? 

A No. 

MR. KOTZ.: All right. I don't have 

anything further. 
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call the director directly, or call the chairman 

directly. 

So what occurred in the conversation 

between you and . _7 __----------~l~<bl< )<c ) 

A ._l<b_)< 
7 

_)< c_)--~-----'1 had concerns about the 

intra-day release by the Commission of the Goldman 

matter because, in .his opinion -- which I didn •• t 

disagree with -- caused or may have added to 

excess volatility in the marketplace by doing an 

intra-day release of an enforcement case this 

magnitude. 

.d l(b)(7)(C) IAnd diRi.qht.~.------'also ta.1k 

about tn. fact that the NYSE va~n't given a head's 

up that this vas ca.ing down the pike? And that 

they noted that there are t~s when they consider 

whether they shou~d ha~t trading in the securities 

of a listed company because of certain news? 

A I don't recall him mentioning that. 

But he. was concerned that the SEC 

brought the Go~dman case during the trading hours? 

A That was the crux of his concern, yes. 

And that was because Go~dman is a traded 

company. 

A That's correct. 

And the news of the announcement of the 
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SEC action aqainst Go1dman, had an ~pact on 
. 

Goldman's stock? 

A That's right. His concerns were 

multi-focused. One, Goldman's a publicly traded 

company, so it had a volatility effect on the 

price of Goldman itself. ­

Second, they're big in the financial 

industry, so there's derivative action that occurs 

in the market place off of just the action by 

Goldman, or CitiGroup, or any other major player 

in the financial industry has broader market 

impact than.just on the individual security. And 

that was his two major concerns. 

ADd .. so was there a concern that 

investors would be potentially harmed by virtue of 

the effect that this announcement had on the 

stock, since it was announced durinq tradinq 

hours? 

A It wasn't discussed, but I think that 

was the implication. 

And do you aqree -- did you or do you 

share these concerns that were expressed to you by 
(b)(7)(C) 

l. 
A I think I did with him -- I won't s.ay, I 

think -- I did agree with him. I'm a huge 
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1 proponent of of.f hours announcements, at least in 

2 major announcements and I voiced that to him. 

3 And, you know, cautioned him that that and,two 

.4 dollars will g.et him, you know, a cup of coffee at 

Starbucks. But I was -­ I was open to his 

6 concerns and I, as my e-mail mentioned -­ I sent 

7 it to the he.ad of our Enforcement -­ I didn't know 

8 if I could just send it to Lorin, but I sent it to 

9 Lorin, with his concerns, and asked that they have 

a conversation with him because that's what I felt 

11 the level that conversation should have occurred. 

12 Q Now if you file a complaint, right? And 

13 you file it -­ you have to file it whil• the court 

14 house is open. 

A Yes. 

16 Q S.o how do you do that not 4uring trading 

17 hours? 

18 A My understanding is that the -­ and I 

19 followed up on this because I didn't know what the 

rules were .about the filing of the case because I 

21 had the same concern about did we have 

22 availability to do this off hours? My 

23 understanding is that we had until 4:30 during the 

24 day to file that case in court. So we have a 

window of a half an hour, if you want to play it 
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1 the whole night to gather other information, so 

2 that's just -­

3 BY MR. KOTZ: 

4 Q What do you think of the idea of giving 

the New York Stock Exchange a heads-up, so they 

6 can make a decision whether to halt tr.ading? That 

7 way. you could file at any time you wanted, but the 

8 NYSE could halt trading if they dete~ned that 

9 was appropriate. 

A That sounds like a rational response. 

11 That if you halt trading in time, and the filing, 

12 to give the information t.ime to disseminate, 

13· you're going to limit volatility. 

14 BY l~(b)-(7-)(C-) --------~ 
Q And thi$ may Seelll like an obvious 

16 question, but it's good to ask so I'll understand, 

17 is it in the Commission's interest to limit 

18 volatility, or is volatility ever a concern to the 

19 Comm.i.ssion? 

A It's a concern to me because it makes a 

21 lot more work for me. Volatilit.y causes lots of 

22 alert.s on the exchanges. It causes lots of alerts 

23 and red flags in my office, so it makes a -­ you 

24 know, intra-day reviews are a lot more difficult 

to get your hands around than full-day reviews -~ 
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it's so far. out of·my hands at that point that I'm 

just not even involved in the case anymore, so I 

have little input as to timings, or questions, or 

Commission meetings. I'm just plowing ahead in 

new issues. 

Based on your experience on how the 

ma~kets work, do you think it should ever be a 

consideration as to whether to file on an option 

expiration Friday? 

A Yeah, I think that's -- yes, obviously I 

do. I think that's a little narrow. I.think I 

would take it broader. And it should definitely 

be a consideration of Enforcement to even file 

intra-day, being the expiration or not. Personal 

opinion, I just don't think we need to throw the 

excess noise in the marketplace unless that's your 

goal. 

I mean, sometimes we want to make a case 

and we want to make a big splash when we file it. 

And if that's your goal, file it intra-day. I 

mean, it depends on what your goal is, right? 

Q That .akes sense. 

A That's way above my pay graded side. 

BY MR. KOTZ: 

Are you aware of whether the SEC has 
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A All things being equal, yes. But there 

are some times where it's just not possible. 

Q All right. But just looking at the case 

in and of itself, why would you give that advice? 

A There are a number things. As I said 

at the beginning, our job is to accurately portray 

to communicate the Commission's work. It is a 

'fairly common occurrence that news of our actions 

precedes our announcements. 

Q Right. 

A Those reports can be accurate. They can 

also be inaccurate. And then people start to make 

judgments base.d on inaccurate statements. And 

then, by the time we make a formal announcement, 

you start -- that you're starting off where 

some of your efforts are directed at correcting 

the misperceptions or the inaccuracies in the 

marketplace before you even begin to communicate 

what it is and the benefit of what you did~ 

Q And is it also fair to say that the 

story is a different story or even a smaller story 

because some .of the information relating to the 

case has already been public? 

A Yes, in some instances; no in others. 

And there's so many parameters to to these 
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1 judgments. If one news outlet has been the one on 

2 a story, sometimes other news outlets actually 

3 don't want to cover that story .as much because it 

4 requires them to write in "as first reported in" 

5 rival publication. So sometimes the official 

6 announcement, which always will have greater 

7 detail than the limited amount that was available 

8 in the marketplace -­ so it can cut both ways. 

9 Q But from your perspect~ve as a press 

1D person, you th~nk, ~t's best ~f as soon as poss~l.e 

11 after the SEC approves the act~on that ~t's 

12 announced by the SEC? 

13 A Assuming we're prepared to announce it, 

14 yes, right. 

15 Q And that you woul.d do whatever you need 

16 to do to prepare so that you are ready to go as 

17 soon as the Comm~ss~on approves ~t? 

18 A That's correct. 

19 Q And is ~t also because you'.re concerned 

20 that ~nfor.mat~on w~l.l. leak out prior to the 

21 announcement? I mean, ~s that what you were 

22 saying before? 

23 A Right, it's a fairly common occurrence 

24 that information is -­ it happened yesterday. I 

25 was getting -­ I got myself two calls from 
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1 reporters asking about a case that we hadn't yet 

2 announced for a couple hours. And then ~- so I 

3 didn't _;_ because I was working on other matters, 

4 somebody actually apparently published a story to 

that effect and then a couple more come in because 

6 now they've seen this. That's a very common 

7 occurrence. 

8 And so, you know, it just makes perfect 

9 sense that the authority who -­ the body that has 

the best grasp of the facts and the information 

11 ought to be ·the first one that informs the public 

12 because it's going to be accu.rate and complete. 

13 Q All right. So all things being equal, 

14 just from your perspective, you would have 

preferred that the Goldman announcements, say, 

16 occur on Thursday because that was, I guess, the 

17 day after the Commission approved it? 

18 A Or even the day that the Commission 

19 approved it if we we:r_e -­ if we were prepared to 

do that. 

21 Q So even Wednesday possibly? 

22 A Possibly. 

2 3 Q All right.. And so what happened? . Were 

24 you prepared to do that on Wednesday or Thursday 

in this case? 
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provision of the press re1ations po1icies, 

wou1dn't the Enforcement Division have to actua11y 

reach somebody in Go1dman Sachs rather than just 

ca11ing them a few minutes before and 1eaving .a 

message? 

A Well, I'm not a lawyer and -- and so I 

don't want to get lawyerly. 

Q But it's your policy~ 

A Right. But it says "every effort," 

which - ­

Q So in your view I mean, this is your 

po1icy. In your view, every effort was satisfied 

by what happened here, which is making a phone 

ca11 minutes before the filing and 1eaving a 

message? 

A Yeah, I -- I just haven't formulated an 

opinion. Like, I know it is shorter than -- that 

people get, that's all I know. But I don't know 

what other factors that they had -- that they had 

at their disposal that they needed to consider in 

making that determination.. 

Q Do you know if the folks in the 

Enforcement Division are fami1iar with this 

provision? 


A About at least once a year we actually 
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do send them the press policy. 

Q But do you know if they're familiar with 

it even though you send it to them once a year? 

Because we 1 ve asked a lot of people and they seem 

to not be aware of it. 

A I don't know, but we do make an 

affirmative effort. There's usually some time 

where something has gone cont.rary to the press 

policy that we use as an occasion to remind people 

of and call attention to a particular passage of 

it. 

Q And are you aware that. after the 

compla.int was filed Gol.dm.a:n expressed the view 

the~.t they hadn't been given notice? 

A Yes. 

Q And is it fa.ir to say that that might 

have been avoided if this policy had been more 

strictly adhered to? 

A I think that's a fair interpretation. I 

don't know what other factors that went into the 

decision -- the Enforcement Division and its 

timing of the -­

Q So you weren't involved specifically in 

the decision about when to make that call that 

Friday morning? 
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Q So it is possib1e that Go1dman Sachs 

ca11ed and Enforcem~nt didn't ca11 them back? 

A Well, that'd be speculative on my part, 

but the information -- it's not our practice to 

not return calls and be -~ 

Q Right. But based on your know1~dg~ of 

th~ situat.ion you don't know for sure whether that 

happened or not? 

A That's correct. 

MR. KOTZ: All right, let me show you 

the next document marked as Exhibit 17, an e-mail 

exchange between you and Myron Marlin, 4/16/10, 

3:55 	p.m. 

(SEC Exhibit No. 17 was marked for 

identification.) 

BY MR .. KOTZ: 


Q It was an e ....ma:i1 in.:itially from r b)(7)(C) 


Ll'___------------~~sLe_n_d_s_.-1-.t-.~b)'7 )'c ) 

to Lorin Re:isn.er. Lorin Reisner sends it to Rob 

Khuzami and Stephen Cohen. Stephen Cohen sends :it 

to Friday fo1ks and then :it gets up to you. 

A Right, right. 

Q Do you remember 	anything about th:is 

:issue, this concern b)'
7

)'c )expressed by Ll'___----------~ 

A I - - I remember that -- that somewhere 

http:Re:isn.er
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along the line Lorin says to -- to Steve, this is 

something that we should discuss with the 

Exchange. I don't know if it's on this exchange, 

but I know that that was the last time I ever saw 

of it. 

Q But was it discussed with the Exchange? 

A I don't know. 

Q Lrb)-(? )-(C-) ------~~Ce~tainly thought it WaSn't 

discussed with the Exchange. 

A Oh, no, I'm sorry. .If -- make it clear. 

sounds like that the New York Stock Exchange 

wants to discuss with the SEC its policy on -- or 

on when 

Q Are you awa~e that the New Yo~k Stock 

Exchange was upset that the SEC didn't give them a 

heads-up? 

A Yeah, when I got CC'ed here. And then 

there are successive e-mails that indicated that 

Enforcement people were gqing to take that up with 

the appropriat.e people to see, the policy 

going forward. 

Q But do you know why the SEC didn't give 

the New Yo~k Stock Exchange a heads-up in this 

Goldman matter? 

A Don't know, but I don '·t know whether 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 122 

this? Thursday, the actual announcement? 

Q Right. 

A Yeaht it was the Friday before.. And the 

only reason that I really remember that with 

specificity is because I was going to be and was 

on vacation the week after the Goldman settlement 

announcement. And so that was the first time that 

I learned -- because there was -- there was a 

court deadline while I was going to be on 

vacation., and it was the first time that I learned 

that there's a possibility that the court filing 

deadline was going to become moot. ·And so, 

therefore, I wasn't going to have to spend -- lose 

vacation with my family to deal with the court 

case. 

Q I see. So this 

A So it was about the Friday before in one 

of my conversations with Myron. 

Q And so this. court dead1ine was this ·July 

19th ·deadl1ne that's referenced in Exhibit 19? 

A Mm-hmm. 

Q Yes? 

A Yes. 

Q So what was the inlpact of tJ:le court 

dead1ine? 
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1 A Well, the -- Goldman had to file a 

2 response by July 19th, when -~ when -­ in the 

3. normal course of my work, once they file it, even 

4 though we won't say anything substantively, I'm 

going to get besieged with phone calls with how do 

6 we counter the assertion they made. 

7 Q I see. And did you understand that the 

8 settlement was going to be entered into prior to 

9 the Goldman ... _ that they had to file? 

A Right. On Friday, the week be.fore, the 

11 week we announced .the settlement, I learned that 

12 t.he -­ that talks had progressed to the point that 

13 it was very likely that an offer of settlement was 

14 going to be presented to the Commission at its 

closed Commission meeting the week of --­ the week 

16 we did it. 

17 Q And so what do you remember at that 

18 point? Do you remember -­ the filing was on 

19 Thursday 1 the deadline was the following week. 

What do you remember about when wa~ the Commission 

21 meeting that approved the settlement? 

22 A Can you ask me that one more time? 

23 So I'm trying to see what you remember 

24 about the circumstances of that week. On Friday, 

you learned. from Myron that there's a settlement 
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marketplace about these talks. 

Q And your assumption at this point was it 

found its way from Go~dman, not the SEC? 

A No, I -- I -- I -- I really don't do 

that. I -- I could ascribe motives to -- like, 

that -- that article they eventually ran wasn't 

one-sided. It had stuff that only the negotiators 

could know, but it -- like, you couldn't read that 

article and say this could only come. Yeah, I 

could make -- I could make an argument that it 

might have come from the respondent through 

counsel, but I -- I just wouldn't -­

Q Now, wou~d there be concern that Go~dman 

or their counse~ wou~d provide information to a 

reporter and spin the sett~ement to their benefit? 

A Absolutely. 

Q And why wou~d that be a concern? 

A Because our -­ our job is to communicate 

it accurately and faithfully. And if the -- if. 

the perception of it is being distorted before we 

even make an announcement, as I said before, 

without trying to make a hand signal, we're 

already starting off behind the curve just to get 

the -- the -- back to neutral for people's, you 

know, fair understanding O·f our action. 
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Q And certainly Goldman in this case would 

have an incentive to spin the sto.ry the way they 

wanted it to, right? I mean, it could affect 

their stock p~ice. I mean, there could be 

numerous reasons. 

A Every party has potential inc.entives to 

have the story told in the most favorable light to 

that party. 

Q Right, but particularly in this case 

given the import of this story, how much press it 

got. the first time, the effect on the stock price 

of Goldman initially. 

A Right. 

Q I mean, don't. you think in this case 

Goldman would have a much greater incentive to try 

to tell the story themselves first? 

A It's -- it's a reasonable perception, 

but I -- it's not one that I would spend a lot of 

time on, and I don't. But yes, that -- that is -­

I can -- for any party in a negotiation, I can 

can construct very valid scenarios why someone 

would want to get t.hat information in their own 

telling. 

Q Right. And was that a particular 

concern :i,.n this case? 
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A No more or less in the sense of what is 

happening. In other words, that's a frequent 

occurrence. I think 

Q Bow about -­

A In this -~ in this case it is -~ it 

would be of higher cqncern. 

Q But was it? I'm asking was it in this 

case a concern on the part of the SEC, fo1ks in 

the SEC, that Go1dman might get this information 

out ear1ier and te11 the story the way they want 

to te11 it? 

A That would be my concern. 

Q Was it your concern? 

A Yes. 

Q And was it the concern of others? ' I 

mean, did peop1e ta1k about this as a concern? 

· A I don't recall. You know, concurrent 

with this when these stories are coming and I 

remember conversations about information that's 

finding its way into the marketplace. And you 

don't have to spend your time figuring out where 

'it's coming from. You just know that it's --it's 

going into the marketplace. 

MR. KOTZ: All right, let me. show you 

the next document. We're going to skip a couple. 
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·1 settlement, I learned for the first time that 

2 they'd just done the cloture vote to cut off 

3' debate. And I didn't even know there was going to 

4 be a cloture vote. So then -­ then they did final 

approval before we announced our action. So like, 

6 I'm aware of those things happening, but I wasn't 

7 

8 Q A21 right. So you were aware before the 

9 SEC announced its action that the Senate had done 

fin.a1 approva1 of the financial regulatory .reform 

11 legis1ation? 

12 A Correct. About an hour before, I think 

13 what it was. 

14 Q Was there any concern expressed by 

anyone that the SEC after being criticized.for 

16 al1egedly coordinating previously regarding 

17 financial regulatory reform, regarding the Go1dman 

18 announcement of the action, now was going to be 

19 issuing the sett1ement on the same day of this 

momentous moment in fin.ancial regulatory reform? 

21 Did it come up? 

22 A No. There was one time the day before 

23 where we said, like, we're going to get criticized 

24 again because we always do. It happens before, 

but we have to do what we have to do. We can't 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 142 

let 

Q So what was that discussion about? 

A Oh, just because we don't know -- I 

don't know when it's going to happen, but I know 

that the Senate -- there's nothing but stories 

about vote counts all week long. I know we're in 

that milieu. 

Q Who did you have that discussion with? 

A Myron and Steve. 

Q And what was said in that discussion? 

A Just sort of like, you know, like, I 

understand the same thing. Like, we•re going to 

-- like, we can't not do what we have to do 

because of something -- and particularly when we 

can't control the .events on the other side. 

Q A11 right. But you said that it was 55 

to 45 whether to announce it on Thursday or 

Friday. 

A Mm-hmrtt. 

Q So you could have announced it on 

Friday. 

A Right. 

Q It wouldn't have been a terrible thing. 

A Right. 

Q Was there any discussion about the fact 
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ready to go, we 1 ll be ready to go and we still 

have all the rest of the time for the for the 

Q What t~e was the Commission meeting? 

Was it in the morning? 

A It was, I think, 2:00. There I know 

at some point there was some discussion of maybe 

moving it up earlier, but I don't think they ever 

did. And our timelines had it, but we had -- when 

we thought the Commission would addre.ss the matter 

at hand, the Goldman matter, how much more of the 

meeting would take place because -- .and then time 

for the notification of the commissio1:1ers and all 

of the sequencing. As as I recall, I got a 

call or an e-mail from Steve Cohen around quarter 

of 3:00 that they'd approved the Goldman action 

and I believe I was already aware that another 

action that was expected to be time-consuming was 

no longer going tobe considered anyway. So then 

we sort of knew that we were going to be -- we 

were going to be able to execute that afternoon. 

If the meeting had gone long, we would have done 

it the next morning. 

Q ·Right. But the thinki.ng was if at all 

possible, based on the t±ming of the Commi.ssion 

http:thinki.ng
http:addre.ss
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meeting, there was a strong interest in trying to 

file it and announce it that day? 

A Ye.s. 

And was one of the factors in that that, 

again, t±me was going on and there would be more 

t±me for leaks? 

A That's one of the considerations in the 

timing of any high-profile action. 

Q Right. And maybe more so in this case 

because there had been some leaks already 

regarding Goldman, right? I mean, it -~ 

A That's a 

Q Not every case is going to leak like 

this one because not every case is as ±mportant or 

as interesting to the press. 

A Right. Yeah, there are unique aspects 

to this case because of the confluence of th.e type 

of charge, violation, and the party, but - ­

Q And those unique aspects make it more of 

a concern about leaks, right? Because· they're 

more likely to be a leak and the press is more 

interested in gathering information. 

A Yeah. 

Q Ri.ght? 


A The more that gets out there means the 
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more diluted the Commission's message is going to 

be. 

Q And thi.s i.s so what I 'm tryi.ng to 

establi.sh i.s that -­

A But actually 

Q thi.s was a parti.cular concern i.n the 

Goldman case because there was more i.nterest i.n 

the Goldman case. 

A That's a reasonable viewpoint, but 

there's also, when you think about it, there was 

actually a little bit less or -- or somewhat less 

in both the announcement of the original action 

andthe announcement of the settlement in some 

cases. So even though there's greater interest 

here, there' .s less maybe getting out as a 

percentage of that interest. Like, in other 

words, there's much interest here on this case, 

you might even expect more pressure to get things 

out. And like it ~- it -- other than the story 

that appeared on a Wednesday, I think it was, 

there really wasn't much in the run-up to the 

Commission•s action. And, you know, I sometimes 

see more than that on lesser cases. 

Q And were you aware then that the vote on 

the settlement then got out into the press as 

http:establi.sh
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1 to be a $2 billion settlement. Then there's a 

2 di.fferent -­ different of motivations that 

3 could come into play of, like, minimizing 

4 expectations. 

Q Right. In any of the discussions that 

6 you had with anyone .about the initial filing of 

7 the Goldman case was there any discussion at all 

8 of financial regulatory refor.m? 

9 A None. 

Q In connection with the filing of the 

settlement and the announcement of the settlement 

12 was there any discuss~on about financial 

13 I;egulatory refor.m other than the fact that it 

14 might happen on the same day? 

A Right, that was the -­ the extent of my 

16 conversations in that. 

17 MR. KOTZ: All right. You want to take 

18 a minute? 

19 r b)(7)(C) Sure . 

MR. KOTZ: Okay, so we'll take a minute 

21 and see if we have anything more. 

22 THE WITNESS: Okay. 

23 MR. KOTZ: We're off the record. 

24 (A brief recess was taken.) 

MR. KOTZ: Back on the record. 



5 

10 

15 

20 

25 

Page 155 

1 BY MR. KOTZ: 

2 Q You are aware that there were 

3 a11egations that the SEC coordinated its action 

4 against Go1dman-Sachs with the White House, with 

Congress, with the Democratic Nationa1 Committee, 

6 or simi1ar entities, yes? 

7 A Yes, I'm aware of the. allegations as 

8 they were made. 

9 Q Right. Are you aware of any information 

at ail, whether whi2e it was going on or what you 

11 learned afterward, that would. lead you to believe 

12 that there was any such either sharing of 

13 information or coordinating by the SEC as related 

14 to Goldman Sachs with the White House, Congress, 

or any Democratic committee? 

16 A Not aware of any and no reason to 

17 believe that such took place. 

18 MR. KOTZ: All right. With that, we'r€ 

19 off the record. There's just one other thing. I 

would ask 

.21 (Whereupon, at 12:08 p.m., the examination was 

22 concluded. ) 

23 * * * * * 

24 
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the discussions about when it would be filed, or 

preparing press release. There was an issue of 

Rob being -- Rob ~uzami -- being in New Orleans. 

You weren't involved in those discussions? 

A No, not in any serious way. I think I 

do remember being advised that he was down in New 

Orleans and 

Q Do you r~ember anybody expressing any 

concern that infor.mation was getting out to the 

press about the.Goldman case before the SEC had a 

chance to announce it? 

A I don't recall anything specific. I 

mean, that sort of concern is always in the back 

of people's minds, but -­

Q Is it generally the case that the Office 

of Public Affairs prefers that the first word 

about a new filing of an enforcement action by the 

, SEC, come from the SEC itself, to the press? 

A Oh, yeah. That's our model. That's 

what we strive for. 

Q And what's the reason for that? 

A Primarily so that we kind of shape the 

way that the action is covered. 

Q And when the SEC has a significant 

2 5 enforcement case, like the Goldman case, it·' s 
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helpful for the SEC to get positive press coverage 

out .of it, right? 

A Well, and also we consider ourselves to 

be the best source of information about the action 

we're filing. 

Q Right. 

A There's usually -- there's sometimes 

rumors out in the market place and sometimes 

they're wildly off the target. 

Q But isn't it also the case that the Sec 

wants to get credit in the press -- favorable 

press for an action that they bring, right? 

mean, doesn't that serve as the deterrent 

affector? There are other reasons why it's good 

for the SEC to. have favorable eoverag~? 

A Favorable and, at a minimum, accurate. 

I .mean, that's the principle. 

Q Now, throughout this process we have 

learned that there was some kind of internal 

dis.cussions in the office -'"" or in the SEC, I 

guess ..._ about whether to file enforcement actions 

on Friday, with two schools of thought, I guess. 

Some saying, you never file a case that 

you want to get a lot of press attention on Friday 

because, you know, the· Saturday newspaper isn't 
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BY MR. KOTZ: 

And this relates to a telephone call 

. . tha.t you had wJ."thl(b)(
7 

)(c ) I•L.--~------~the head of the New 

York Stock Exchange Regulation, in April. 

A Correct. 

Do you remember that conversation? 

A I'll have to review the e-mail. 

Please. I can also tell you that we did 

speak with b-)( 

7 

- ) ~Iso I tell you what heLr )(C_ ______ can 

recalls, as well. 

A Ah, yes. Okay, I remember the issue 

.now. 

Okay, great. What do you remember? 
7 

Well, I took a call from r b)( )(C) lwhoA 

had been trying tO get in tOUCh With Lr)( 

7 

-)(C-) ~-----------'b-

He was expressing concern that the first thin~ 

that the Ne.w York Stock Exchange knew about the 

Goldman action was what they got over the TV. And 

the action against Goldman was market moving and 

he was wondering if he could set up a conversation 

7 

with ._rb-)( -)(C-) _________,!about how to proceed in the 

future in situations like that, involving 

companies that are listed on the Exchange that 

might -- whose securities might be affected by SEC 

action. 
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Q So, with respect to this allegation that 

the SEC coordinated its action against Goldman 

Saoh.s with either the White House, Congress, or 

some Democratic .committee, do you have any .reason 

to believe or any information that wou1d suggest 

that that's the truth? 

A No. 

Are you aware of whether the SEC shared 

any infor.mation about its goa1 in investigation 

with any member of Congress, the White House, or 

any Democratic committee? 

A I'm not awa}:'e of any information that 

would support that. 

Q And are you aware of anyone within the 

SEC providing non-public information about either 

the Goldma.n investigation or the Go1dman 

settlement to any members of the press prior to 

the action being pub1ic? 

A No. 

A11 right. I don't have any more 

questions. I wil1 say, first, before we go off 

the record. First, thank you for your time. 

Second of a11, I would ask that you do one thing 

for us and this is an important matter. In order 

to preserve the integrity of our investigation, .I 
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were I thought positive. 

What was your sense of the Chairman's 

view? 

A Similar. 

In any conversations that you had or to 

your knowledge your staff had with either members 

of Congress or staff of members of congress 

regarding reg reform, was there any discussion 

about the fil.ing of the Goldman case prior to the 

case being filed? 

A No. 

Was there any discussion that it would 

be hel.pful for the SEC to bring a high-profi.le 

case as a way to enhance its reputation? 

A No. I don't recall anything like that . 

Q Did you have any contact with the White 

House or any members or staff of the White House 

regarding financial. regulatory reform? 

A Very limited on discrete legislative 

issues. A handful of legislative issues. Very 

rare. 

Q What were those contacts? 

A I can't recall. They would have just 

been Withrb)(?)(C) Iwho is rb)(7)(C) 

(b)(7)(C) 
and it 

http:high-profi.le
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timing of that action was- related to or to advance 

financial regulatory refor.m? 

A No. 

Q Are you aware of any informat1on 

indicating that the SEC's action against Goldman 

Sachs or the timing of the action was related to 

or to advance financial regulatory refor.m? 

A No. 

Q Are you aware of any information 

indic;:ating that the SEC coordinated its against 

Goldman Sachs with the Executive Office of the 

President, tbe White House or .any of its 

employees? 

A No. 

Q Are you aware of any info_r.mc:ltion 

indicating that anyone at the SEC shared any 

information concerning its Goldman Sachs 

investigation with the Executive Office of the 

President, theWhite House. or any of its employees 

pr.ior to the complaint being filed? 

A No. 

Q Do you know if the White House was 

notified after the complaint was filed? 

A I don't know. 


Q Are you aware of any information 
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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 infor-mation 

indicating that anyone at the SEC shared any 

information concerning its Goldman Sachs 

investigation with any members of Congres.s or 

congressional employees prior to the complaint 

being f.i.led? 

A No. 

Q Are you aware of any information 

indicating that the SEC coordinated its action 

against Goldman Sachs with. the Democratic National 

Committee, the Democratic Senate Campaign 

Committee, the Democratic Cong~essional Campaign 

Committee or any of their employees? 

A No. 

Q Did you have any conversations with the 

Democl:'atic National CC)mmittee, the Democratic 

Senate Campaign Committee, the Democratic 

Congressional Campaign Committee or any of their 

employees about reg reform? 

A I will say no, but the only thing I 


don't know is I have no idea whether or not any of 
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the Hill staff I was dealing with were employees 

of any of those entities. I dealt with them only 

as congressional staff and I did not coordinate or 

discuss anything about the case before it was 

filed with anybody outside the building. 

Q Case meaning the Go1dman case? 

A Yes. 

Are you aware of any infor.mat~on 

indicating that anyone at the SEC shared any 

infor.mation concerning i.ts Go1dman Sachs 

investigation with the Democratic National 

Commi.ttee, the Democratic Senate Campaign 

Committee., the Democratic Congressional Campaign 

Committee o:t any of their employees prior to the 

complaint being filed? 

A No. 

MR. KOTZ: Let me show you the next 

document. We're going to mark it as Exhibit 13 

which is an e-mail from you to Didem Nisanci, 

Steve cohen and l._ - - _________, at(b)-(? )(C) 4-19-2010 10:15 

p.m. 

(Exhibit No. 13 was marked for 

identification .. ) 

BY MR. KOTZ: 


Q If you'll to page 3, there's an e-mai1 
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Q And you weren't-aware of that issue when 

the SEC announced its s.ettlement? 

A I was aware tha.t they were timing the 

settlement after the market closed -- the 

announcement of the settlement after the market 

closed which did not make sense to me because the 

press advisory I believe went out before the 

market closed. 

Q Do you know why it was timed after the 

market closed? 

A No. 

BY r b)(7)(C) 

Q Just to make sure I understand. When 

you say the announcement, what you are referring 

to versus the pres.s release? 

A The -- yeah, I mean the -- the release 

of the press release. That's what I'm referring 

to as the 

MR. SAUBER: What is a pres.s advisory? 

THE WITNESS: The press advisory was 

is just a notice to reporters that the Press 

Office sends out that says there will be some news 

announced at 4:15. It doesn't sqy what _the news 

is. And in light of the -- in light of the -- the 

previous press reports you'd -- you'd mentioned, 
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1 as soon as the press advisory went out, the 

2 conclusion that everybody on TV jumped to was that 

3 it would be a Goldman announcement. 

4 BY MR. KOTZ: 

Q But the actual press release announcing 

6 the Goldman settlement was done after trading 

7 hours? 

8 A Yes. That's my understanding. 

9 Q Do you know how long of a gap there was 

between the two? 

11 A No. 

12 
BY l'b)(7)(C) 

13 Do you know who decided to announce it 

14 after market hours.? 

A I don't know for sure. I assume it was 

16 the Press Office. 

17. MR. KOTZ: Why don't we take a few 

18 minutes? Let's go off the record and we'll see if 

19 we have anything else. 

(A brief recess was taken.) 

21 BY MR. KOTZ: 

22 Q Z don't think we have anything else. Is 

23 there anything else you would like to add or 

24 anything else you think is relevant about these 

issues .that we didn't ask? 



Page 77 

1 the case? 


2 A I don't think it did. I mean, I think 


3 the momentum would have come about with or without 


4 the action. I mean, PSI was going to do their 


5 hearing anyhow. Members were still going ~- the 


6 Democrats were following a st.rategy of forcing the 


7 Republicans to vote. on cloture every date and then 


B t.elling them that it was protecting Wall Street. 


9 I don't think you can separate those kinds of 


1 0 things out. 

11 Q Were you surprised at the amount o£ 

12 press coverage that the SEC got for the Goldman 

13 case? 

14 A I was. 

15 Q We don' t have any further questions·. 

16 The one thing I would ask, and this is 

17 significant, in order to preserve the integrity of 

1B our investigation, that you. not discuss the 

19 content of your testimony with anyone. Obviously 

20 you can discuss it with counsel, but with anyone 

21 at the Commdssion. 

22 A Okay. Okay. sure. 

23 MR. KOTZ: We're off the record. 

24 (Whereupon, at 3:13p.m., the examination was 

·25 concluded. ) 
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1 Q In ail your conversations that you had 

2 with folks on Capito1 Bi11, whether they were 

3 members of Congress or staff of members of 

4 Congress, regarding Financia1 Requ1atory Reform, 

was the Goldman investigation ever raised prior to 

6 the filing of the complaint? 

7 A Oh, no. 

8 Q At any point in time in any of those 

9 conversations with either staffers or members of 

Congress, anyone say it. would be rea11y helpful if 

11 the SEC brought a big case? 

12 A No. 

13 Q Have you ever had any contact with the 

14. White House regarding Financia1 Regulatory Reform? 

A No. 

16 Q Are you aware of anyone in the SEC who 

17 has? 

18 A No. 

19 Q Was the self-funding aspect -­ potential 

aspect of the legislation something that the 

21 chairman was ve.ry much in favor of? 

22 A Yes. 

23 Did anybody ever indica.te that perhaps 

24 the filing of the Goldman case helped in the SEC's 

efforts to try to get self-funding? 
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A No. 


Q Was there any point in time in the 


discussions you had with folks on Capitol Hill 

where it was· mentioned that the SEC had some 

negative effects to its reputation because o.f the 

Madoff case or other matters and. that that had 

some impact on whether the reform legislation 

would go through in a favorable way to the SEC? 

A Could you -- I'm sorry. So I'm just 

trying to under 

Q Oid anybody on Capitol Hill, .either 

staffers or members of Congress, ever indicate 

that the fact that the SEC's reputa~ion had t?ken 

a hit because of Madoff or whatever other matter, 

that that had some impact on ~-

A No. I don't remember anyone ever saying 

that. 

Q Do you have any reason to believe that 

the SEC's action against Goldman Sachs or the 

timing of that action was related to or to advance 

Financial Regulatory Reform legislation? 

A Absolutely not. 

Q Are you aware of any info~tion 

indicating that the SEC'.s action .agai.nst Goldman 

Sachs .or the timing of that action was related to 
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or specifically to advance Financial Regulatory 

Reform legislation? 

A No. Isn't that the same question? 

Q Well, one -- no, they're slightly 

different. One is whether information was 

relayed. One is just general. 

A I see. No. 

Q Okay. 

A I'm aware of no information of any 

connection whatsoever. 

Q All right. Now I 1 m going. to go through 

a series of questions 

A Fire away. 

Q Are you aware of any information 

indicating -­

MR. SAUDER: Let him finish the whole 

question before you -­

THE WITNESS: Okay. Sorry. 

BY MR. KOTZ: 

Are you aware of any infor.mati.on 

indic.ating the SEC coordinated this action against 

Goldman Sachs with the Executive Office of the 

President, the White House, or any of its 

2 4 employees? 

25 A No. 

http:infor.mati.on
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Q Are you aware of any information 

indicating .that anyone at the SEC shared any 

informat~on con9erning this Goldman Sachs 

investigation with the Executive Office O·f the 

President, the White House, or any of its 

employees prior to the complaint being fi.led? 

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 Committee? 

A No. 

Q Are you aware of any infor.mation 

indicating that anyone at the SEC shared any 

information.concerning its Goldman Sachs 

investigation with any members of Congress or 

congressional employees prior to the complaint 

peing filed? 

A No. 

Q Are you aware of any information 

indicati.ng the SEC coordinated its action against 

Goldman Sachs with the Democratic National 

Committee, the Democratic· Senate Campaign 

2 4 Committee, the Demo.cratic Congressional Campaign 

25 Committee, or any of their employees? 

http:indicati.ng
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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 Campai~n 

Committee, the Democratic Congressional Campaign 

Committee, or any of their employees prior to the 

complaint being filed? 

A No .. 

Q Did you have any .communications with the 

Democratic National Committee, Democratic Senate 

Campaign Committee, or Democratic Congressional 

Campaign Committee about the National Regulatory 

Reform? 

A No .. 

Q Do you know of anyone else who did? 

A No. 

Q Are you aware of any information 

indi.cating that anyone at the SEC shared any 

informa~ion concerning its Goldman Sachs 

investigation with the U.S .. Department of 

Treasury, the Federal Reserve, qr any of their 

employe.es prior to the complaint being filed? 

A No. 

http:employe.es
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Q You are aware that certa~n nonpubl~c 

information about the votes, the Conun~ssion 

dec~sions on Goldman Sachs both w~th respect to 

the ~nitial act~on and the settlement were leaked 

to the press? 

A Yes. 


Q Do you know who leaked that? 


A I do not. 


Q Do you know ~f any efforts were made to 


try to figure out who might have leaked that? 

A I don't know. 

Q Are you aware o£ anyone who leaked any 

nonpublic ~nformat~on about Goldman sachs' 

A No. 

Q -- investigation to the press? 

A No. 

Q Are you aware of whether the SEC 

.±~formed Goldman Sachs that the Conuniss~on had 

approved the staff's recommendation to file an 

action against them be£ore they actually filed? 

A No. 

Q Are you. aware that there were reports 

that Goldman was complaining they didn't receive a 

2 4 heads. up? 

A Yes. 25 
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Q And what, if any, involvement do you 

have with actions brought by the Enforcement 

Division? 

A Occasional. 

Q When would that be? 

A I think I've been involved in two closed 

sessions on enforcement matters. One of them was 

the first month I came to ·work here... I have no 

recollection at all what the subj.ect was, I just 

went because I had never been to one and decided I 

was unlikely to come to very many of them. I was 

at one executive session on a BOA matter because 

·it involved some corporate governance related 

provisions as far as a settlement, and I had 

consulted with the court then about those. 

Q Okay. That's Bank of America? 

A Yes, Bank of America. 

Q Are you briefed regularly on enforcement 

investigations that are ongoing? 

A No, I receive the priority report, I 

rarely read it. 

Q All right.. Did there come a time when 

you became aware of the existence of an 

investigation. by the SEC into the sale of 

2.5 collaterali.2:ed data obl.igations by Goldman Sachs 
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known as the Abacus investigation.? 

A I became aware of an investigation 

concerning Goldman. 

Q You didn't necessarily know it as 

Abacus? 

A No, not until after it became impressed. 

Q When did you first become aware of an 

investigation invo1ving Goldman? 

A Within a few days of the data that they 

brought it to the Commission for approval to bring 

the action. 

Q In April? 

A Yeah, it would have been April. 

Q So prior to that, you didn't know that 

it was kind of coming down the 1in~? 

A I mean somebody might have mentioned it, 

but I have no recollection and wasn't involved in 

any discussions. 

Q Okay. Let me show you some documents so 

you have everything in front of you. Were you 

aware that the Go1dm.an Sachs inves·tigation known 

as Abacus was put on the ca1endar in .December, 

taken .off, and then put on the calendar again in 

January and taken off? 

A I found that out in April. I believe 

http:Go1dm.an
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1 that w.as -­ knew that that was happening. 

2 Q After the .case was filed? 

3 A Around that same week, just before the 

4 closed .session in April. 

Q All right. So I -­ have to put this 

6 into evidence, but this i.s a document 1'-­<b­)(?­)(c-) __________, 

7 sends out to Commission counsels providing 

8 infor.mation about enforcement cases. 

9 A Yeah; I g.et those, I pretty much always 

delete them, I don't read them. 

11 Q All right. Let me show you another 

12 document, we're going to mark this as Exhibit 2. 

13 This is an e-mail from Stephen Cohen to you and 

14 two others, Sunday, January 24, 2010, 9:56a.m. 

So do you remember receivi.ng this? 

16 A No. 

17 (Exhibit No. 2 was marked for 

18 identification.) 

19 BY MR. KOTZ: 

Q Okay, it was on a Sunday. 

21 A Yeah, I --I'm sure I did on -­ I don't 

2·2 -­ I I 'm quite sure I didn' t read any 

23 attachment, and I'm quite sure I either just filed 

24 it in my enforcement e-mails or deleted it. 

Q And it says you as.ked to be kept 
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it was set by Senator Schumer. 

Q Okay. 

A And my involvement in that was, I know 

some of the former chairmen who he wanted to be at 

that was the same press conference where the 

former chairman came? 
r b)(7)(C) 

I'm not sure . 

THE WITNESS: I think it was. I .helped 

him get the former chairmen together and got s 

in contact with some of them, so that was 

my involvement with that. And I -- I don't 

believe, like I said, we have a role in the timing 

of I we were just following Senator 

Schumer's lead . The IG report was what I was 

focused on, and I was working with your office, as 

well as General Counsel, in -- in helping it get 

through the Commiss release process. And I was 

motivated, and my incentive was to to get it 

out as soon as possible, but not on a Friday 

afternoon. 

How come? 

A Because you and I had a conversation 

about the that 's perceived very negatively 

in the public, that if we release things on Friday 

afternoons, that we're trying to hide them, and so 
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1 I was trying to push it t·o try to get as early in 

2 the ~- as early as possible that we.ek. And as I 

3 recall, I don't remember when Mary, who was the 

4 last person to sign off on the release, if it was 

5 Thursday or Friday morning, but there were some 

6 last minute slight changes that I think a couple 

7 of Commissioners had wanted, so we didn't get it 

8 as early in the week as I had hoped. 

9 Q ~1 right. Let me move to this 

1 0 document, we '· re going to mark as Exhibit 7 , 

.11 because this re1ates to what you just said. This 

12 is an e-m.ai1 exchange between you. andrb)(?)(C) 

(b)(7)(C) '------------' 

13 Richard Humes, Mark Cahn, Barry Walters, 

14 dated 4-17, .2010, 9:50 a.m. 

15 (Exhibit No .. 7 was marked for 

16 identification.. ) 

17 BY MR. KOTZ: 

18 Q And so you're asking about the review 

19 progressing, and then you say, just to be more 

20 o1ear about Mary's goa1, it wou1d be most.idea1 if 

21 we cou1d re1ease this repo.rt no late.r than next 

22 Wednesday, Apri1 14th. You're referring to the 

23 Stanford report there., right? 

24 A Yes. 

25 Q Okay. And then he says it would be 
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1 know much about it, so -~ 

2 Q So in the course o£ conversations you've 

3 had ~et me back up. Have you had conversations 

4 with either members of Congress or .staff of 

members of Congress about financial regulatory 

6 reform? 

7 A I spoke toT believe Senator Dodd's 

8 office about self-funding, I believe those .are the 

9 only -­ is the only office I spoke to about -­ I 

might have spoken to qne or two other offices 

11 about the proxy access provision. 

12 Q So the-~onversati.ons you had with staff 

1:3 or members of Congress, did the Goldman 

14 investigation that the SEC conducted ever come up? 

A No. 

16 Q At any point -­

17 A Not in any conversation I was involved 

18 in. 

19 Q Did at any point anyone say perhaps from 

Congress, it would be good if the SEC would bring 

21 a big case, that wou~d help us in terms of 

22 financial regulatory reform? 

23 A Not that I've ever heard. 

24 Q Have you had any contact with the White 

House in connection with financial regulatory 
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1 mentioned the financial regulatory reform 

2 legislation ,in .connection with the Goldman Sachs 

3 investigation or in connection with the filing of 

4 an action against Goldman Sachs? 

A Only in the context of the Isa letter 

6 and and the accusations both in the press and 

7 by certain members of Congress. 

8 Q But no one ever mentioned the 

9 legislation in connection with the Goldman Sachs 

investigation or the filing of an action against 

11 Goldman Sachs prior to the action being filed? 

A No. 

13 Okay. Do you have any reason to believe 

14 that the SEC'.s action against Goldman Sachs or the 

tim±ng of that action was in any way related to or 

16 particularly to advance financial regulatory 

17 reform? 

18 A No. 

19 Q Are you aware of any information 

indicating that the SEC's action against Goldman 

21 Sachs or the timing of that action was to advance 

22 financial regulatory reform? 

23 A No. 

24 Q Are you aware of any information 

indicating that the SEC coordinated its action 
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against Goldman Sachs with the Executive O£fice of 

the President, the White Bouse 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 Executive Office of the 

President, the White Bouse or any of its employees 

prior to the complaint being filed? 

A No. 

Q Are you aware of any information 

ind1cating 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 

congressional employees prior to the complaint 

being filed? 

A No. 

Q Are you aware of any information 

indicating that the SEC coordinated its action 
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against Goldman Sachs with the Democratic National 

Com:mittee, the Democratic Senate Campaign ··. 

Committee, the Democratic Congressional Campaign 

Committee or any of their employees? 

A No. 

Q Are you aware of any infor.mation 

indicating that anyone at the SEC shared any 

infor.mation concerning its Goldman. Sachs 

investigation with the Democratic National 

Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign 

Committee or .any of their employees prior to the 

complaint being filed? 

A No. 

Q And just to be clear, since ·you.' re named 

in this let.ter, have you had any communication 

with the Executive Office of the President, the 

White House, the Democratic National Com:mi.ttee 

Organi~ing for America, the Democratic Senate 

Campaign Committee, the Oemocrati.c Congressional 

Campaign Committee or any member of the House or 

Senate or any employee of the House or Senate with 

respect to the action that the SEC brought against 

Goldman? 

A No. 
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fifth hand, was that it had to do with the timing 

of when the Goldman board was meeting. 

Q You were aware during that time period 

that the SEC had been -- there was an allegation 

from Congressman Isa that the SEC had 

inappropriately coordinated with various officials 

to assist and help financial regulatory reform, 

you were aware of that allegation generally from 

this letter, right? 

A Yes. 

Q And so was there any considerati.on given 

during the week that the SEC was about to announce 

the settlement of Goldman to perhaps not have that 

be announced the same day that the financial 

regulatory reform was finalized by the Senate? 

A I remember some people speculating that 

the timing of the release would be criticized 

similarly to the timing of the -- of the case 

initiation.. And I remember Mary making the 

statement, we don't time our cases or our 

settlements for anything external to., you know, 

our cases, and so she said we can't change. 

Q So if you had changed it because you 

were concerned about·a perception based on the 

2 5 finali.zing of the financial regulatorY' reform 

~ 

http:considerati.on
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1 through Congress, then po~entia11y you would have 

2 actually changed the date, which is exactly what 

3 you were potentially going to be accused of doing? 

4 A Yeah, the discussion was if we want to 

be able to say with honesty and sincerity that we 

6 don't time our cases :or our settlements for 

7 external factors, then we have to be consistent 

8 with that throughout .. 

9 Q ' And so you're not aware of any other 

matters that effected the timing of the SEC 

11 settlement with Goldman? 

12 A I -­ I heard that in addition to the -­

13 and again, fourth and fifth hand, in addition to 

14 the timing of the board meeting, that Goldman was 

anxious to have a settlement that was before some 

16 quarterly earnings call, but I don't -­ again, 

17 that was just what somebody had mentioned, and I 

1.8 don't know the dates of those things. 

19 Were you aware during that week that on 

Thursday was going to be the day that the Senate 

21 was going to vote on financial regulatory refor.m? 

22 A No; I think I probably became aware 

23 somewhere maybe late Tuesday or Wednesday. 

24 Q AJ.l right .. 

Why don't you give us a minute, we'll go off the 
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Q Okay. And that 1 s because there 1 s a 

separate office ot Legislative Affairs at the SEC? 

A There is. 

Q Who do you report to? 

A The chairman. 

Q Al.l right. Did there come a time where 

you became aware of the existence of an 

investigation by the SEC into the sal.e of 

collateraliz.ed debt obl.igations by Gol.dman Sachs 

whichwas known as the Abacus :investigation? 

A Yes. 

Q When was that, when d:id you think you 

first heard about this :investigation? 

A I guess towards the end of last year. 

Q Okay. What was the context :in. which you 

first heard about it? 

A The context of when I first heard about 

it, it had to be probably in a conversation in 

which·one of my colleagues brought it up who's 

responsible for the enforcement portfolio. 

Q Okay. Did you understand this 

:investigation to be a priority .investigation for 

the SEC? 

A It was one of the many investigations it 

was doing. 

http:collateraliz.ed
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December 17th closed meeting agenda by the staff. 

Would you have gotten this e-mail? There's a 

whole list of people, but I don't see your name on 

it. 

A I get a lot of e~mails from all sorts of 

people 

Q Okay. 

A -­ because I'm the Chief of Staff. It's 

possible I got this e-mail, but I don't recall 

getting it, but it's possible. 

And would ~ou have paid partieular 

attention to an e4R&il like this relatinq to a 

case that was put on or taken off the ealendar? 

A Yes, I ~~ I think I had gotten it, I 

would have noticed it, but again, I get so .many 

e~mails every day, but I don't recall this one. 

Q Okay. Do you know why in Deeember of 

2009, which was the first time that the matter was 

put on the calendar and then taken off? 

A I don't; I mean those are pretty much 

they're-- they're directly decided from the 

Enforcement Division when matters come for 

consideration and I don't really get the 

information of why they're withdrawn necessarily 

or put on the calendar, those decisions are done 
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2 Q And you don•t remember specifically 

3 inquiring- about this? 

4 A I don't. 

5 Q All riqht. Let me show you the next 

6 document, we're qoinq to mark it .as Exhibit 4. 

7 It's an e-mail between you and Mary Schapiro, 1-12, 

8 2010, 9:22 p.m. It looks 1ike you'.re sending- an 

9 ar.ticl.e that was dated December 24, 2009. 

10 A Uh-huh. 

To the chairman with a copy. 

12. (Exhibit No. 4 was marked .for 

13 identification. ) 

14 BY MR. KOTZ: 

Do you remember seeinq this article? 

16 A Yes. 

17 Q Do you remember why you sent it to the 

8 chairman or what was significant about it, if 

19 anything-? 

20 
r b)(7)(C) 

Do you want to take a 

21 minute to look at it? 

22 THE WITNESS: Yeah, I do actually. I 

23 mean I guess it could be one of many reasons, one, 

24 when I get interest, you know, when I read 

25 interesting articles, I pass them on to the 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 36 

A Steve Cohen. 

Q But probab1y not from Rob Khuzami or 

Lorin Reisner? 

A Tt' s possible from -- directly from . 

them, too, or someone else in ·Enforcement, through 

Steve Cohen, or Myron Marlin. 

Q Okay. Did you participate in any 

decisions during that week on when to file? 

A I did not. 

Q Okay .. 

A I did not. 

Q Okay. Now, were you aware that there 

was another case 1 a case with the New 

York AG's office? 

A I was. 

Q And did you 1earn that there were any 

considerations given on when to fil 

and when to file Go1dman? · 

A The one thing I remember from the 

case is that it was it was linked up 

with the New York AG' s actions on , as 

well. So I believe our announcement was tied to 

also the action that the New York AG was also 

bringing on 

Q Okay. Do you remember any discussions 
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Q Yes. 

A Yes. 

Q What about any conversation you had at 

the White House about financia1 regu1atory reform? 

A At the' White House, there's-- there was 

there's not much communication from my hand 

with the White House on regulatory reform. 

Q At any conversation you had with anyone 

at the White House, do you ever remember the 

subject o.f the Go1dman investigation by the SEC 

coming up? 

A No, no such conversations took place. 

Just going back to clarify on the self-funding 

conversation, it was more of a --- I believe I left 

a voice mail, mayor may not have spoken 

individuals at the NAC to give them a heads up 

that the. chairman did send a letter to Congress on 

self- funding for the agency. 

Q A11 right. In any communications you 

had with congressiona1 officia1s, members of 

Congress or staff of members of Congress did the 

subject of the SEC'.s investigation of Go1dman ever 

come up prior to the SEC fi1ing its complaint? 

A No. 

Did the SEC believe .general1y that the 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 45 

bring a big case, it woul.d hel.p move this al.ong? 

A No such conversations occurred. 

Now, there is a theory that when ·the SEC 

filed its Goldman case, that that provided 

momentum to the financial regulatory refor:m. 

Forgetting about the intentions for a second, do 

you think that that's true, that, in fact, the 

SEC's filing of the Gol.dman case provided $omentum 

for the financial. regul.atory reforms passage? 

A I don't. 

Q How come? 

A I guess I look at the enforcement case 

from a completely very parochial way, it was just 

one of many cases the SEC was pursuing throughout 

the year that related to financial crisis, and 

somehow this captured the imagination. I don't 

think anyone at the agency, including myself, ever 

thought it· would grab the kind of attention that 

did. 

Q So you were surprised at the amount of 

press attention about the Gol.dman case? 

A Yes. 

Q Al.l. right. I'm going to ask you a 

series of questions now. Do you have any reason 

to believe that the SEC's action against Goldman 
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Sachs or the t±ming of that action was related to 

or specifically to advance financial regulatory 

reform? 

A It was not. 

Q Are you aware of any information 

indicating that the SEC's action ~gainst Goldman 

Sachs or the .t±ming of the action was related to 

or was specifically to advance financial 

regulatory reform? 

A I am not aware of any. 

Q Are you aware of any information 

indicating the SEC coordinated its action against 

Goldaan Sachs with the Executive Office of the 

President, the White Bouse or any of its 

employees? 

A I am not aware.· 

Q Are you aware of any information 

indicating that the SEC shared any information 

concerning its Goldman Sachs investigation with 

. the Exe~utive Office of the President, the White 

House or any of its employees prior to the 

complaint being filed? 

A I'm not aware. 

Q Are you aware of any information 

i~dicating the SEC coordination its action against 



5 

10 

15 

20 

25 

1 Go1dman Sachs with any members of Congress or any 

2 congressiona1 emp1oyees? 

3 A I am not aware. 

4 Q Are you aware of any infor.mation 

indicating that anyone at the SEC shared any 

6 infor-mation concerning its Go1dman Sachs 

7 i~vestig~tion with any members of Congress:or any 

8 congressiona1 emp1oy(;!es prior to the comp1aint 

9 being fi1ed? 

A I'm not aware of any. 


11 Q Are you aware of any information 


12 indicating the SEC coordinated its action against 

13 Goldman Sachs with the Democratic Nationa1 

14 .COIDIIlittee, the Democratic Se.nate Campaign. 

Committee, the Democratic Congressiona1 Campaign. 

16 Committee 9r any of the.ir emp1oyees? 

17 A I'm not aware. 

18 Q Are you aware of any info~tion 

19 indicating that·anyone at the SEC shared any 

information concerning its Go1dman Sachs 

21 investigation with the Democratic National 

2 2 Committee, the Democratic Senate Campaign 

23 Committee, the Democratic Congressiona1 Campaign 

24 Committee or any of their emp1oyees prior to the 

comp1aint being fi1ed? 

Page 47 
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of the Democratic Congressional. Campaign 

Committee, or any member of the Senate or House of 

Representatives or any employee of the S~nate or 

House of Representatives? The question is 1 did 

you ever communicate with any of these folks 

regarding the SEC's action against Goldman prior 

to t;he SEC' s suit being filed? 

A I did not. 
L 

Q And are you aware of any information - ­

if the SEC shared any information concerning its 

Goldman Sachs investigation with the U.S. 

Department of Treasury, the Federal Reserve or any 

of their employees prior to the complaint being 

fil.ed? 

A IJm not aware. 

A11. right. Let me ask you another 

question before I get to this. You were aware 

that after the SEC approved the enforcement's 

recommendation to go fo.rward with the Gol.dman 

l.awsuit, the non-publ.io information about the vote 

of the Commission was l.eaked to the press? 

A Yes. 

Q Are you aware of who mi.ght have l.eaked 

that infor-mation? 


A I'm not aware of who would have leaked 




1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 50 

the information. 

Q Do you know if there were any efforts 

undertaken to try to figure out who 1eaked the 

information? 

A I believe once congressman Issa's letter 

was sent to the chairman and he asked -- directly 

to investigate, I don't think there were any 

actions that were taken, because no one would want 

to interfere with an ongoing investigation. 

But we weren't asked specifica11y to 

investigate the leak, we were asked to investigate 

a11eqed col1aboration. But I mean general1y 

leaks, you know, I assume it's a concern to you 

and to the chairman's office -­

A Sure. 

Q -- that this 1eak occurred? 

A But -~ but, you know, the leaks could 

come from q variety of sources. 

Q Right. 

A You know, you can also -- there are many 

lawyers, many parties that are often engaged in 

these investigations, and one cannot assume that 

it would be an employee of the agency, especially, 

you know, it could be someone else from the 

outside that's party to the suit, as well. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Page 60 

anything going on that wou1d effect that? We 

heard about Goldman having earnings announcements. 

A Right, Goldman had indicated to -- to 

our lead.negotiators that they wanted to have a 

settlement before their earnings call the 

following Tuesday morning, I believe. 

Q Okay. 

A So that was one of the things that 

Goldman really wanted to kind of put it behind 

them and be able to mention , because the amount 

was material enough that they would have had to 

disclose it in their analyst .__ analyst call. 

Q Okay. Anything else sim.i1ar to that 

that you recall? 

A No. 

MR. KOTZ: Why don't we take a minute 

and see if we have anything else? Why don't we go 

off the record? 

(A brief recess was taken.) 

MR. KOTZ: Okay. we're back on the 

record. We don't have any further questions. The 

one thing I would ask is, in order to preserve the 

integrity of our investigation, that you not 

discuss the content of your testimony with anyone, 

you can discuss it with counsel, but otherwise, 
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P R 0 C E E D I N G S 

W I TN E S S #33, 

having been first duly sworn by Mr. Kotz, was examined 

and testified as follows: 

MR. KOTZ: We're on the record at 

11:32 a.m. at the law offices of Sullivan & 


Cromwell LLP, 125 Broad Street, 
1
NeW York, New 


York. 


EXAMINATION BY MR. KOTZ: 


Q. Could you state and spell your full 

name for the record, please? 

A. Richard Klapper, it's R-i-c-h-a-r~d, 

last name K-1-a-p-p-e-r. 

Q. Mr. Klapper, my name is David Kotz, 

I'm the inspector of United States 

Securities and Exchange Commission. I have with 

me on the phone my colleague from the Office of 

Inspector General, .__j<b_ - - ) _____.,---l)<?)(C

MR. KOTZ: And would your counsel like 

to announce themselves for the record .. 

MS. NELLES: Certainly. This is 

Sharon Nelles, N-e-1 e-s, from Sullivan & 

•J.'th me J.'s l(b)(?)(c ) Cromwell, and W . 
'---------~-----~ 

Q. This is an investigation by the Office 

of In.spector General, ca.se number OIG- 534. I • m 

Diversified Reporting Services 
(202) 467-92 00 



5 

10 

15 

20 

25 

Witness No. 33 August 6, 2010 

1 

2 

3 

4 

6 

7 

8. 

9 

11 

12 

13 

14 

16 

17 

18 

19 

21 

22 

23 

24 

Page 8 

A. No. 

Q. Did Goldman Sachs then make a 

supplemental Wells submission after the 

September 15th meeting? 

A. Yes. 

Q. When was that, do you·recall? 

A. It was fairly close to the meeting, I 

don't know it was late September or early 

October but fairly close. 

Q. Do you think September 25th sounds 

about right? 

A. It could very well be. 

,Q. Did Sullivan & Cromwell play any role 

in the representation of Fabrice Tourre? 

A. Yes. 

Q. And did Tourre receive a Wells notice 

from the S.EC staff in connection with the ABACUS 

investigation? 

A. He did. 

Q. When was that? 

A. Well, the actual Wells call, what 

happened was the staff indicated on 

September 15th, after the meeting they called us 

while we were on the tarmac shuttle, that they 

wanted to arrange a call. At that point we 

Diversified Reporting Services 
(202) 467-9200 
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Q. Do you recall that was also at the end 

of October 2009? 

A. Yes. 

Q. Were the SEC's potential charges 

against Goldman Sachs as opposed to the case 

against Tourre discussed at this meeting? 

A. No, but I would qualify that to say 

the charges against Tourre were factually and 

legally the charges in many respects as against 

the firm, the difference being the focus on Tourre 

personally in his personal role as opposed to -­

and who he was as opposed to generally the firm. 

Q. Was the possibility of settlement 

between Goldman Sachs and the SEC discussed at 

Tourre's Wells meeting? 

A. No. 

Q. Did Sullivan & Cromwell play any role 

in the representation of another senior employee? 

A. Yes. 

Q. Did that senior employee receive a 

Wells notice from the SEC in connection with the 

ABACUS investigation? 

A. Yes, he did. 

Q. Do you know when that was? We have it 

at the end of January 2010. 

Diversified Reporting Services 
(202) 467-9200 
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A. That sounds right. 

Q. And so was that employee represented 

by Sullivan & Cromwell also as co-counsel? 

A. Yes. 

Q. Did that employee make a Wells 

submission? 

A . Yes, he did. 

Q. We have that as late February 2010, 

does that sound right? 

A. That's correct. 

Q. Did Sullivan & Cromwell and/or 

representatives of Goldman Sachs meet wi SEC 

in connection with that employee's Wells 

submission? 

A. No member of Goldman Sachs attended 

the meet.ing with respect to that employee which 

was on March 4th, 2010. The attendees were myself 

and then r b)(? )(C) I and r b)(? )(C) lwho 

are at Lankler Siffert & Wohl, who were co-counsel 

for that employee. 

Q. Were the SEC's potential charges 

against Goldman Sachs as opposed to the charges 

against this other senior employee discussed at 

all at that March 4 meeting? 

A. No,. with the same caveat., although 

Diversified Reporting Service.s 
(202} 467-9200 
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1 even more so 1 that the charges against the second 


2 
 employee entailed many of the same issues as the 


3 charges against the firm., but this was the focus 


4 on that second employee, who he was, what . his 


5 involvement was. 


r b)(7)(C) 
6 In what capacity was 


7 Sullivan & Cromwell representing this second 


8 senior employee? 


9 THE WITNESS: We were co-counsel. 


1.0 Q. Was the possibility of ement 

11 between Goldman Sachs and the SEC discussed at the 

12 March 4 1 2010 meeting? 

13 A. :ti{o. 

14 Q. Were there any tlement discussions 

15 at all between Goldman Sachs and the SEC 

16 throughout the entire ABACUS investigation? 

17 A. No. 

18 Q. Did Goldman Sachs ever raise the 

19 possibility of settlement? 

20 A. Goldman Sachs raised, we had 

21 discussions throughout the staff concerning the 

22 facts and the legal issues that·were raised, and 

23 after the first Wells meeting for the firm we 

24 never had an. official Goldman Sachs meeting with 

25 the staff. But we certainly had an ongoing 

Div~rsified Reporting Services 
(202) 467--9200 
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Q. When was the last occasion in which 

Goldman Sachs or their counsel met with the SEC in 

connection with the ABACUS matter? 

A. That's an interesting question. We 

certainly spoke frequently. Now many of those 

compensations during that time period dealt with 

another somewhat overlapping investigation in 

remarketing and structuring of CEO products as to 

which we were producing documents, and they were 

asking about potential testimony of witnesses. 

But we spoke on a number ·Of occasions throughout. 

I don•t believe we met between March 4th and 

filing the complaint. 

Q. Were you ever contacted prior to the 

filing of the complaint to be notified that the 

complaint was ,going to be filed? 

A. No. 

Q. Did someone leave a vo.icemail for you 

that morning that the complaint was going to be 

filed? 

A. Not to my knowledge. 

Q. So .how did you first lea.rn that the 

SEC was filing an action against Goldman Sachs? 

A. I was representing a witness who wa.s 

being interviewed in Washington in the offices of 

Diversified Reporting Services 
(202) 467-9200 
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1 
 because the division does not have the resources 


2 
 to try the cases that it would have to try if 


3 
 there were not resolutions. And in my experience 


4 
 there is always a point, usually at the very tail 


end of the investigation, where. a point is made to 


6 
 the respondent you should put something on the 


7 
 table because we're about to move forward, and if 


8 
 you have something to say, say it . 

Q. . But that did not happen in the Goldman 

Sachs ca.se? 


11 


9 


A.. That's correct. 


12 
 Q. Do you know why that didn't happen? 


13 
 A. No. 


14 
 Q. Do you think the SEC didn't want to 

settle with Goldman prior to filing of an action? 


16 
 A. I can't say that I can say that what 


17 
 they did was, I don't know about unheard of 


18 
 because I don't know the facts of matters that I 


19 
 wasn't engaged in, but in my experience it was 


unheard of for them to file a complaint without 


21 
 having at least solicited a proposal by the 

22 
 respondent to settle. 


23 
 Q. Now you said that normally your 

24 
 understanding of the Divi.sion of Enforcement 

practice is to encourage settlement. Are you 

Diversified Reporting Services 
(202) 467-9200 
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the last meeting. 

Q. When was the last telephone call 

between you or somebody representing Goldman 

Sachs, to your knowledge, with the SEC about the 

ABACUS investigation prior to the filing of the 

complaint? 

A. I don't recall. I'm sure we had 

telephone calls over the course of the month and a 

half. I know we submitted additional information. 

How much of that was ABACUS versus the other 

investigation, I don't know, but we were in 

communication with the staff. 

Q. In .any of those telephone calls or in 

th.e Wells meeting on March 4th, 2010, did you have 

any indication from the SEC that it was poised to 

file its action against Goldman Sachs? 

A. No. We were waiting to hear about the 

second employee. 

Q. So what was your reaction when you 

first read the press release that the SEC was 

filing an action against Goldman Sachs in the 

ABACUS case? 

A. I was extremely surprised. It was 

completely contrary to my .experience as to how the 

staff handles these matters for them to file an 

Diversified Reporting Services 
(2 02 ) 4 6 7- 92 0 0 
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1 action without first calling and indicating that a 

2 decision had been made. And this was the last 

3 opportunity or q last opportunity to put a 

4 proposal on the table. 

Q. Now I know this is hypothetical but .if 

6 you think the SEC had given Goldman Sachs one last 

7 opportunity to put something on the table, that 

8 that might have led to possible settlement 

9 discussions, even fruitful ones, prior to the 

complaint? 

11 A. I have no doubt it would have led to 

12 discussions, I have no doubt at all. Whether they 

13 would have been fruitful, that's a hypothetical. 

14 History indicates that it's extraordinarily rare 

for a major financial institution to decide that 

16 it would rather fight the SEC in court. 

17 Q. And then of course in the end the case 

18 did settle? 

19 A. That 1 s correct .. 

Q. Now, were you aware that the action 

21 against Goldman Sachs was filed and announced 

22 during the trading hours? 

23 A. Very aware of it. 

24 Q. Were you surprised by that? 

A. I was surprised by the fact that we 

Diversified Reporting Services 
(202) 467-9200 
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1 It was very difficult for the client to respond 

2 because it had not gotten a warning, and that may 

3 or may not have additionally affected the market. 

4 Q. But in essence, Goldman Sachs became 

aware of the SEC's filing of its action against it 

6 by reading it in the press? 

7 A. Yes. Now I should say that Reid Muoio 

8 called my office because I got a .message from my 

9 secret.ary. I called him along with Janet Broeckel 

from Goldman sachs and we were very unhappy, I 

11 :told Reid that it was unprecedented, in my view it 

12 was contrary to decades of SEC experience that 

13 they would file without calling and giving an 

14 opportunity for the respondent to put a proposal 

on the table. 

16 Mr. Muoio said that he had been told 

17 to call my office as soon as the action had been 

18 filed. I told him that that didn't make me happy 

19 but I understood him to say that he had been told 

to do it so I didn't see any real value in giving 

21 him a hard time about it. 

22 Q. Do you know if that message came in 

23 before or after the SEC filed and announced its 

24 action? 

A. I believe it came in after, consistent 

Diversified Reporting Services 
(202) 467-9200 
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1 with what Mr. Muoio said his instructions were. 

2 Q. Mr. Muoio said his instructions were 


3 
 to call you immediately after the SEC filed its 

4 cas.e? 

A. That's correct. 


6 
 Q. Do you know whether the SEC gave the 


7 
 New York Stock Exchange advance notice that they 


8 
 were going to file their action? 


9 
 A. I don't. 

Q. Is Goldman Sachs required to give the 

11 New York Stock Exchange advance n.otice of 

12 potentially material news such that if it knew 

13 that t.he SEC was planning to file an action 

14 against it, it would have informed the New York 

Stock Exchange in advance of the public 

16 announcement? 

17 A. I would think so. 

18 Q. After the action was filed there were 

19 settlement discussions, correct? 

A. Correct. 

21 Q. Who initiated those discussions? 

22 A. I believe it was Goldman Sachs. 

23 Q. But the SEC was at that point in time 

24 interested in encouraging settlement? 

A . Yes. 

. 
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1 A. That evening. 


2 
 Q. You said it was condensed settlement 


3 
 discussions for this kind of case/ how do you 


4 
 mean? 

A. Well, in my experience there can be a 


6 
 period of months as you proceed from engaging the 


7 
 staff reaching kind of the outlines of wha.t the 


8 
 terms might look like and then negotiating the 


9 
 papers, so that can go on for a period of time. 

This discussion, Goldman Sachs wanted 

11 affirmatively to reach resolution on a fairly 

12 quick schedule, and the reasons were many. We had 

13 this pending lawsuit, I believe this pending 

14 lawsuit is not being helpful to the company. It 

also had an earnings announcement coming up on 

16 July 20th and there was concern that we were in 

17 the midst ()f discussions, it looked like they 

18 would result in a significant payment, but had not 

19 reached resolution at the time of the earnings 

release, that that would create issues that we 

21 would have t.o address and it would be better if we 

22 cart do it before the 20th. 

23 Q. And was the SEC also interested in 

24 moving the process forward along quickly? 

A. Yes 1 there was also a concern by us 

Diversified Reporting Services 
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· Q. Were there any discussions or concerns 

on either side about trying to have the matter 

filed and announced immediately after the 

Commission approved it or was there discussion 

about waiting until the next day? 

A .• We had various discussions and 

various possibilities. Do we do it the morning of 

Friday, do we do it at the end of the day Friday. 

There was always the possibility of Thursday 

evening. I think the concern there was how 

quickly could everybody get things in line in 

order to be able to do that. And even the 

possibility of Monday before the opening of the 

market. So we discussed various times. 

Q. Do you recall what the SEC's 

preference was? 

A. Not really. 

Q. In the end though it was announced and 

filed on that Thursday toward the end of theday? 

A. After the close of the morning, yes. 

Q. Was that discussed that at this time 

the settlement should be filed after the close of 

the market? 

A. We -- yes, in our discussions we were 

always talking about either prior to the open or 

Diversified Reporting Services 
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1 have mentioned that ~here, might be an-- that 

2 there was an investigation of Goldman. But in a 

3 formal way the first would have been the calendar 

4 that I would have known that we were bringing a 

case -­ that they were asking us to consider 

6 bringing a case. 

7 Q Right. Now, I .don't know whether you 

8 knew this or not, but it was initially calendared 

9 in December and then taken off the cal.endar, then ·. 

put back on the cal.endar in January and taken off 

11 the ca1endar. And then in April, final.ly,. put on 

12 the cal.endar trhere it was then reviewed by the 

13 Comaissioners and approved. 

14 A No.. 

Were you aware the fact that it was put 

16 on the calendar both in December and in January? 

17 A If I was, I don't recall it, only-- I 

18 don't. I wouldn't recall that it was put on and 

19 put on. Put on and put on .. 

Q And to your knowledge, did you or any 

21 Commissioner pl.ay in any role in decisions to take 

.22 it off the calendar on those two occasions? 

23 A No. 

24 Q All right. And so the time that you say 

~ou recalled when it was put on the calendar and 
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1 (Exhibit No. 1 was marked for 

2 identification.) 

3 BY MR. KOTZ: 

4 Q And in this e•mail -­ and take whatever 

5 time you need to read i.t -­ in this e-mail there's 

6 a reference to an article which .is entitled, nFirm 

7 Contends It Was Blindsided by Lawsuit." And so 

8 were you aware generally that the SEC bad not 

9 informed Goldman Sachs that it intended to file an 

to action against it immediately before filing the 

11 action? 

12 A No. I would have -­ I had no 

13 information about the process by which. we brought 

14 the case. 

15 Q Are you aware generally that it ~as 

16 Enfor.cement' s practice after the CoJ.'l'lm.ission would 

17 approve the recommendation to go forward with a 

18 case to go to the entity and kind .of say to them, 

19 look, this is going to be brought, here's one last 

20 opportunity for you to resolve it? 

21 A I think I had a general sense that those 

22 are the kinds of communications that the 

23 Enforcement Division had generally engaged in. 

24 Q Do you know why .in this case that wasn't 

25 done? 
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1 it was conveyed to us, just for your edification, 

2 is that, you know, when a company gets. a Wells 

3 notice, so they are still in that point going to 

4 argue that the case shouldn' t be brought•, so if 

you have a Wells notice brought against a company, 

6 the company says the case shouldn't be brought .. 

7 You don't hear anything for an extended period of 

8 time 

9 A Right. 

Q -­ you may assume the case is not going 

11 to be brought. You weren't going to come in with 

12 a settlement offer if you thought the case wasn't 

13 going to be brought. 

14 A Right. 

Q But the benefit of going to a company at 

16· that point, after the Commis.sion had approved the 

17 recommendation to go forward with the case, is the 

18 company then understands that the case will be 

19 brought and gives them an opportunity to try to 

resolve it -­

21 A Yeah. 

22 Q _,... so that, you know, certain resources 

23 would be lessened. 

24 A That's definitely the that is 

definitely what has been the policy and practice 
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historically with respect-to trying to resolve 

cases. And I think, again, without just 

looking at this story and how Blaise was 

characteriz·ing it was that it did appear to be a 

departure with how·we have traditionally reached 

back out to a company when those decisions have 

been taken. And, ;again, without tmderstanding why 

it was necessarily -- why that decision was 

ultimately taken to do something different, we 

didn't have any insight into that. 

Q What about the decision to file the 

complaint against Goldman Sachs at 10:30 in. the 

morning during trading hours? Do you have any 

concerns about that and the effect that that had 

on the market itself and/or the stock price and 

shareholders of Goldman Sachs? · 

A Yeah. I I didn't have any 

perspective at all at the time because I didn't 

know when the division intended to file the case. 

Arid certainly aware -- second, I guess, aware 

after it was reported that that was when the case 

was chosen to be filed. And then again, that as a 

general matter there has been sensitivity brought 

-- sensitivity given to when cases are -- are 

brought during trading hours in the past. But I 
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felt it undermined both the -- well, certainly 

it's contrary to our rules and our obligations, 

but that also I thought it undermined 

undermined our process and our case. 

And do you know if anyone is looking 

into the question of how this non-public 

infor-mation was released to the newspaper? 

A I don't. I don't. 

Q Do you have any ±dea how this non-public 

infor-mation was provided to the newspaper? 

A I do not. I mean, that's always pure 

speculation, just 

Q R.ight. 

A -­ you know, again, given the sheer 

amount of people that have access to either 

sitting in on the meetings or perhaps learn 

secondhand, so. 

Q Right. And are you aware that there 

have been other instances of non-public 

·information rega~ding the SEC appearing in the 

newspaper. 

A Oh, yes, very well awa.re.. Yes. 

Q And, you know, just to cover all bases, 

you're not aware of anyone in your office who's 

ever shared -­
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when it comes to the conf:j..dentiality around our 

Enforcement cases, so yes. 

Q Al.l .ri.qht. Now, I know that you have 

sort of a l~i.ted wi.ndow on what happened wi.th the 

enti.re Enforcement aoti.on. But neverthe1ess, I'm 

going to ask you a series of questi.ons about 

whether you know of any 1mpropri.eties. 

so you are, I assume, aware of the 

Financial Regulatory Reform Legislati.on passed by 

Congress? 

A Yes. 

Q Baa anybody at the SEC ever mentioned 

Financi.al ~latory Refor.a Legi.slation in 

connection with the Goldman Sachs investigation or 

in conneoti.on wi.th the fi.linq of an acti.on against 

Goldman Sachs? 

A No. 

Q Do you have any reason to beli.eve that 

the SEC's action agai.n.st Goldman Sachs or the 

timing of that action was in any way related to or 

specifi.cally to advance Fi.nancial Regulatory 

Reform Legislati.on? 

A I have no information. 

Q Are you aware of any i..nformati.on 

i.ndi.cating that the SEC coordinated its action 

http:Legislati.on
http:agai.n.st
http:conneoti.on
http:Financi.al
http:Legislati.on
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against Goldman Sachs with the Executive Office of 

the President, the White Bouse, or any of its 

employees? 

A I have no information. 

Q Are you aware of any information 

ind1cating that the SEC coord1nated its action 

against Goldman Sacbs·.. with any m.elllbers of Congx-ess 

or any congressional employees? 

A I do not have any information. 

Q Are you aware of any info~tion 

ind1cating.the SEC coord1nated its action against 

Goldman Sachs with the Democratic National 

C~ttee, the o-ocratic Senate Campaign 

COIIllllittee, the Dealocratic Congressional Cam.pa.i.gn 

Comm.i.ttee, or any of their employees? 

A No information. I have no information. 

Q And you're not aware of anyone sharing 

any informati.on about Goldman Sachs wi.th either 

the White Bouse, Executive Office of the 

President, the Congress, or any Democratic 

committee? 

A Irm not aware of any. 

Q All right. That is all the questions we 

2 4 have. ~e one thing I would ask in order to 

25 preserve the integrity of the investigation that 

http:informati.on
http:Cam.pa.i.gn
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I'm inferring that the reason why this matter may have been 

calendared and taken off the calendar was to provide an 

opportunity for the staff to take the testimony of Jonathan 

Egol. I think that timing makes sense. 

Q Yeah. We have an e-mail to show you. But so do 

you recall a d±sagreement among folks working on this case as 

to whether Jonathan Egol's testimony should be taken? 

A You know, I don't recall -~ I don't know that I'd 

call it a disagreement. I reme.mber there being different 

views as to the need for taking Egol's testimony before 

making a recommendation. I remember that one or more folks 

felt that it was important to take Egol's testimony before 

making a recommendation, and one or more folks thought that 

we could proceed with the recommendation before taking Egol's 

testimony. I remember what my view was. Myview was that it 

was -- that the right way to proceed was to take Egol's 

testimony before making any recommendation. 

Q Bow come you came to that decision? 

A As I learned more about the facts, my view was that 

Ego was a very substantial participant on the Goldman desk 

that was responsible for the Abacus COLLATERALIZED DEBT 

OBLIGATION. He was functionally the leader of that desk. 

There were e-mails that, to roe, demonstrated that he had a 

certain level of involvement and knowledge concerning the 

transaction. And I thought that the most thorough and 
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going on a while; we had the sense that we knew what the 

facts and issues were, and that we ought to take 

responsibility for making a judgment at one time. 

l'b)(7)(c) IOkay. 

BY MR. KOTZ: 

Q We have the document that sh~ws -- and your 

recollection and most people's recollect±on is that the 

reason that the case was taken off the calendar in December 

was primarily to take Egol 's testimony. aut we also some 

evidence that there were efforts to take Egol's test±mony 

prior to December, and then there was some problem with dates 

or some pushback from Egol's counsel. Do you remember any of 

that? 

A No. 

Okay. All right. Going back to this Exhibit 5 for 

a second, the e--mail right below the one I referenced, which 

is an e-mail from Reid Muoio sent Monday, January 4, 2010, 

4:15 p.m. In that he says, "This is a high-profile 

enf.orcement case that recently became time sensitive. " Do 

you see that? · 

A Yeah. 

Q Do you know what ~- how it recently became t±me 

sensitive? 

A I don't. I don't know what he means by that. 

Okay. Do you remember at any )?oint this matter 
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1 A It doesn't ~- it doesn't really seem odd to me. 

2 Q Okay. 

3 A Matters get put on the calendar and taken off the 

4 calendar on a relatively routine basis is my impression,. for 

5 all different types of reasons. 

6 Q But to the best o~ your recollection, the decision 

7 to take the Abacus case o~ the cal.endar in December rel.ated· 

8 to internal issues wi.thin the division of enforcement. :rt 

9 didn't have anything to do with ~eedback from the 

10 commissioners or the Chairman? 

11 A That's my recollection. 

12 MR. KOTZ: All right. Let's go to the next 

13 document. I'm going to mark this as Exhibit 8, an e-mail 

14 from R,obert Khuzami to Reid Muoio, you, and Cheryl Scarboro, 

1/15/2010, 10:51 a.m. 

16 {Exhibit No. 8 was marked for 

17 identification.) 

18 THE WITNESS: Okay. 

19 BY MR. KOTZ: 

20 Q Al.l. right. :rt seems like in this e-mail Rob is at 

21 least contempl.ating this parall.el. tracks idea. :rs that 

22 something that you had discussions with h~ about? 

23 A I don't remember .any conversations with Rob on that 

24 topic. We may have had them, I just don't -­ .I don't 

2 5 remember. This also may have been -- you know, sometimes 
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concern. 

Q Okay. ~o you recall any concern at all that 

potentially PSI was holding a hearing around the same time, 

and that might effect the investigation? 

A Look, I saw those e~mails that you showed me 

earlier. I do recall generally the topic of the PSI's work 

and our work focusing on similar matters and what the 

relationship might be, as to timing of those matters.. But 

that's it wasn't really my focus. 

Do you think., just as a general matter, i.f a 

eonu.ui.ttee or subeommittee · in Congress had a hearing that it 

might effect an ongoing investigation? 

A You know, depends on the circumstances. It 

could. 

Q Okay. In this case, could it have, do yo~ think? 

A I remember in the April tiine period, a:fter we filed 

our complaint, being concerned that if the Permanent 

Subcommittee on Investigations called certain witnesses that 

we would be relying on -- in our case that that could have a 

negative impact on our case. And I remember communicating 

those concerns to a representative of the Permanent 

Subcommittee on Investigations. 

Did that relate to man namediL'b-)(?-)(c_)_________,l in 

enforcement or something -­

A No. No, no, no, no. It was Fabrice Toure. I 
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learned that PSI -- this is - the complaint was filed. I 

learned that PSI was contemplating calling Toure as a 

witness.. And I was concerned that providing Toure with a 

public platform to communicate whatever views he might 

communicate on the mattert- without being subject to 

appropriate cross examination by counsel with access and 

knowledge of the .relevant facts, could negatively impact our 

·ked l(b)(7)(c ) ICase. And I . . · _of the Permanent Subcommittee --.. as

I guess a staffer on the Permanent Subcommittee on 

Investigation, to consider not calling Toure as a witness. 

What happened? 

A They called Toure as a witness. 

Q And di.d it present a problem? 

A We' see. I had -- I appeared in court yesterday 

at the initial conference in the Toure case in _the southern 

district of New York. 

Q So are you litigating this case personally? 

A I'm leading the litigation team. Yes. 

Q Xs that unusual at all for somebody at your level 

to be leading a litigation team? 

A I don't know. 

Q Have you done any other -- have you done -­

A Have i led any other -- w.ell, you know, I get -- I 

get very involved in some of the litigated matters. I like 

that stuff David. But I haven't -- I think that's the only 
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1 th1s matter was filed. But then do you recall that then 

2 there was th~s hiccup, and it wasn't filed first thing in the 

3 morning? 

4 A Do you have that schedule of events that I got on 

Thursday night? 

6 Q I think it's similar to this one. 

7 A Yeah. I just don't remember. I just don't ~-

8 yeah. You know, I don't remember the precise time that we 

9 were targeting for the filing of the complaint. But. I 

remember that there was a time that we were aiming . for, for 

11 filing complaint. And I remember that there was., what I 

12 described in this e-mail as, "a hiccup" filing. 

13 Don't remember precisely what happened, but it had 

14 to do -~ something lik~ I think going to 

sign the complaint, but l(b)(?)(c) !turned out not to be admitted 

16 in the southern district, and he couldn't sign ~- you're not 

17 supposed to sign somebody else's name on a complaint, so he 

18 couldn't sign Reid's name to the complaint., who is admitted 

19 in the southern district. So we had to find somebody in New 

York quickly to sign the complaint so that it. could be filed. 

21 Q And do you remember any conversations about how 

22 this going to effect the kind of choreographed schedule that 

2 3 had been put together? 

24 A No. What l remember is scrambling to find somebody 

in New York who would be available to sign the.complaint. 
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And I made a number of calls to our New York office to try to 

make that happen~ 

Q And you did eventua11y find somebody? 

A Yes~ 

Q Do you remember who that was? 

l (b) (7)(C) I 

A I think L.------------~signed the complaint. 

1l 
MR. KOTZ: Okay. All right. Let ~e show you the 

next document . We •re going to mark it as Exhi.bit 2 9, an 

e-mail fro4L'b)( -c) -------------,----~~to you, 4./16/201:0-?)( - 1:25 p.m. 

(Exhibit No. 29 was marked for 

identification. ) 

THE WITNESS: All right. 


BY MR. KOTZ: 


Q Do you remember talking to Mr. Golds'tein? 

A Yeah. I .remember John Nester from Office of Public 

• • (b)(7)(C) 
Affairs ask1ng me to meet w1th I said, 

•L-----------------~ 

fine. And he came and met with me in my office for a half an 

hour or so at some point in early/mid April. 

Q Before the case was filed? 

A I think so . . 

Q And what did you ta1k about? 

A Probably talked about the reorganization in the 

enfo.rcement division, and the specialized units, and 

streamlining of the division, and what it was like to be the 

deputy director, and some of our priorities focusing .on the 
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1 I've spoken with. My own v.iew is there is --you have to be 

2 careful about that for obvious reasons, including that if 

3 practitioners assumed that · there was always going to be an 

4 opportunity after Commission approval to come in and discuss 

and negotiate the tenms of a possible resolution, there would 

6 be a disincentive by counsel to negotiate and reach 

7 settlements, resolutions, in advance of Commission 

8 authorization. So I think that there's a delicate balance 

9 that needs to be taken into account. 

Q So do you think that that should be the policy of 

11 the enforcement divisi.on or not? 

12 A I think it really needs to be evaluated on a 

13 case-by~case basis. 

14 Q Ok.ay. Was there a decision made in the Goldman 

case to not give that type of heads up to Goldman? 

16 A I don't recall any type of decision along those 

17 lines. What I do recall is that in meetings with counsel for 

18 Goldman and in communications with counsel for Goldman at 

19 Sullivan and Cromwell, th.ere was quite a strident and 

uncompromising position taken .by counsel for Goldman, with 

21 respect to Goldman's view of the facts and the prospect of a 

22 negotiated resolution was never really floated or tested by 

2 3 counsel for Goldman. 

Q And which meetings are you referring to? 

A What's in my mind is at least one telephone call 

24 
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case. 

A You know, I really don't recall thinking seriously 

about the calculus of litigation versus settlement around the 

time of filing, because it seemed apparent to me that 

Goldman, at least as communicated by its counsel, was not 

prepared to have serious discussions about resolution. 

Q Was there any contemp1ation of going to Go1dman 

~ed1ate1y after the Commdssion approved the recommendation 

to go forward with the case and say to them, the Commission 

ahs approved this; you have X number of hours to come back 

with something? 

A I don't remember any conversations along those 

lines. 

Q And do you remember any conversations about Reid. 

Muoio contacting Go1dman at or shortly after the actual case 

was filed? 

. A I do. I remember telling Reid that it was 

important to communicate with Goldman's counsel and give them 

a heads up about the filing before it occurred, and that that 

should be done, you know, a short time before the filing took 

place. 

So your instructions to Reid were to ca11 Go1dman 

before the case was fi1ed or at the same time that the case 

was fi1ed? Because 

A I think. my best memory is that I told him to call 
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1 counsel for Goldman shortly before the case was filed. 

2 Q And so if you 1earn that, in fact, the phone ca11 

3 was made after the case was fi1ed, would that concern you, in 

4 ter.ms of the instruet~ons you gave to Reid? 

A It wouldn't ~- I wouldn't concern me, only because 

6 I meant by my instructions to call shortly before the case 

7 was filed. So if it occurred five or ten minutes before the 

8 case was filed or five or ten minutes after the case was 

9 filed, I don't think it would, you know, be a critical 

distinc.tion. But my instructions and my preference -­ well, 

11 let me say it another way. By best memory of my instructions 

12. was to call shortly prior to the filing, and I recall that 

13 being my preference. 

14 Q But wouldn't it make it a difference if it was 

before or after, such as in that interim time period Goldman 

16 cou1d have found out from another source, like the press. so 

17 I mean one scenario, they find out from the SEC first. The 

18 other. scenario, they find out from the press first. Isn't 

19 that a big distinction? 

A You know, to me I think it's a good practice and 

21 profess.ional practice to give a heads up to your adversary in 

2<2 these circumstances prior to filing. So it's less in my mind 

23 about whether they learn from the press or from us than 

24 just the more professional thing to do is t.o provide, you 

know'· a short advance heads up. 
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BY r b)(7)(C) 

1 


2 Q It may seem obvious, but just to make it explicit, 


3 why even do that? 


4 A I just think it's the more professional way to 


5 conduct yourself. 


6 BY MR. KOTZ: 


7 Q As a matter of courtesy? 


8 A Yes. 


9 Q ~l right. Now, this •hat bas been reported back 


10 to us. I want to give you an opportunity to comment on it. 

11 That Reid Muoio -- he left a message, then eventually he did, 

12 maybe a day or two even later, spoke to someone at Sullivan 

13 and Cromwell. And the question was asked to Reid Muoio, bow 

14 come we weren't given a more advanced notice, so we could 

15 have an opportunity to resolve' it, as at least Sullivan and 

16 Cromwell folks believed was the practice. 

17 And evidentially Reid Muoio's response was,. those 

18 were my instructions, and essentially saying this wasn't my 

19 call, so, you know, don't give me .a hard time about it, 

2.0 because it wasn't my call; this is what I was instructed to 

21 do. Do you have any response to that? I mean do you believe 

22 that Reid Muoio was instructed to call Goldman Sachs maybe a 

23 few minutes before but instructed not to give them the more 

24 --.the longer advanced notice in this case? 

2 A The only instruction that I remember giving to Reid 
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was to provide Goldman's counsel with notice shortly before 

the filing. 

Q Now, are you aware of SEC regulations or policies 

concerning the notification of defendants prior to the £i:ling 

of an SEC action? 

A Generally, yes. 

(Exhibit No. 31 was marked for 

identification.} 

MR. KOTZ: 

Q Okay·. This i.s SEC Administrative Regulations, 

Exhibit 31, dated July 31, 2005 . Are you fami'liar with this 

document? 

A This is a 12-page document. Is there anything that 

you want me to focus on in the document? 

Q Yeah. Sure. I just wanted to first ask you if 

you're just generally familiar with the documeJ;lt. It·• s a 

press document. It's not a enforcement regulation. That's. 

why I '.m asking. 

A I mean I am familiar with portions of the substance 

of this document, as a I flip through the pages. I don't 

know whether in this form ve seen the document. But 

elements of this appear to be elements of our enforcement 

manual, and elements of it and I just looked at it very 

briefly -- also appear to be simila.r to policies that I've 

seen regarding communications with the press in the ordinary 
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a minute. I mean you're the deputy director of enforcement. 

A Yes. 

Q And so you make decisions for the rest of the 

enforcement team. 

A Yes. 

Q Do you think that it should be the policy of the 

enforcement division that in every case where they fi:Ie : an 

action against a defendant that the defendant be notified 

immediately prior to the action being filed? 

A I certainly don ''t think it should be. the rule for 

every case. There are emergency actions that get brought, 

where you have to worry about dissipation of assets, and· you 

certainly do not want to give notice to defendants of the 

filing of an action. But putting those aside, and putting 

other similar categories that may not be comlng to mind 

aside, I think it is good policy and should be the policy of 

the enforcement division, absent other countervailing 

reasons, to provide notice in advance of the filing of an 

action. 

Q And what is your view from a policy perspective as 

to the other issue? In other words, do_you believe that it 

should be the policy of the enforcement division to notify a 

defendant after the Commission approves a reoommendat:ion to 

go forward to give them advance notice? 

A I guess my view is there -- you know, let me put it 
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A You know, I think- the answer is I don't know why or 

why not. 

Q Do you think it's a good idea? 

A It sounds like something that ought to be 

considered, and that looking back on it, you know,. maybe 

should have been given mor.e consideration here, particularly 

in light of the press reaction and the market reaction, which 

certainly was more at a level different than we anticipated, 

cert.ainly than that I anticipated. 

Q So was there a decision made not to give the New 

York Stock Exchange a heads up, or maybe it wasn't even 

thought about? 

A I don't think that there was any decision made to 

give them a heads up or not to give them a heads up, as I 

recall. I don't remember the issue being addressed one way 

or the other with my involvement. 

Q Are you aware that when it came to the settlement 

of the Goldman case the New York Stock Exchange was given a 

heads up? Or do you know if that was the ease? 

A Gee, I don't remember. But I do remember there 

being some discussion about whether that should happen, 

particularly in light of the concerns that had been raised 

during the time of the announcement of the filing of the 

action. 

Q In your position, do you think that it is a good 
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1 idea to have a po~1cy that-where there ~san enforcement 

2 act1on brought that cou~d po.tent1a~~y effect the market that 

3 the New York Stock Exchange be given a heads up? 

4 A ·You know, that's an issue that I would want more 

input from trading and markets on, and others who have 

6 greater expertise in trading and markets before I sort of 

7 expressed a view. I don't -­ I would want input from others 

8 with more experience in those matters than I· have. 

9 But do you think, 1n your posit1on., 1t's a good 

1dea to have those d1scuss1ons and f1gure out a policy for 

the enforcement divis1on about that matter? 

12 A I mean theoretically sounds fine. I think you 

13 just have to be careful, because, you know, there are -­ I 

14 can imagine countervailing considerations, including 

confidentiality concerns and other issues that I'm probably 

16 not considering. 

17 Q Go1ng back to the most recent e-.ma1l from j'b)(?)(c ) 

18 l'b)(?)(c ) ito you, he references a call from j'b)(?)(c ) IHe tr1ed 

19 to get through to you, was very understanding of the fact 

that your ~1ne was busy and your voice-ma11 was probab~y 

21 overf~ow1ng; he wanted to talk to you and whoever e~se might 

22 be appropr1ate, g1ves you his number; he was very e~ear that 

23 he did expect a call back unt11 early next week, but also 

24 that he woul.d 11ke to hear someth1ng on Monday or Tuesday. 

Evidently you didn't call. h~ back. 
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1 Q Was there a.AY consideration given to fi1ing and/or 

2 announcing the Goldman Sachs lawsuit after trading hours, so 

3 that it wou1dn't have an impact on Go1dman's stock or the 

4 market itself? 

A I .don't remember any such conversation about filing 

6 it before the market opened, or after the market opened, or 

7 while the market was open. 

8 Q And are you aware ·that the decision was made with 

9 respect to the sett1ement to file and announce the sett1ement 

after the market c1osed? 

11 A That sounds right. 

12 Q Do you think that the effect on the market and/or 

13 on Go1dman Sacbs' stock sbou1d nave been considered when the 

14 SEC made tbe decision to fi1e the Go1dman case during trading 

'hours? 

16 A Well, you know, as I said, looking back on the 

1T press reaction and the market reaction, I think that, you 

18 know, had we known there what we know now about the level of 

19 interest and reaction, additional consultation with trading 

and markets and others with market expertise couldn't have 

21 been a bad thing. 

22 Q And are you aware that the third Friday of each 

23 month has a significance for the expiration of options? 

24 A I mean I know generally. I think triple witching 

day or whatever they call it ~- I mean I know generally that 
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1 2 Has anyone at tha SEC ever mentioned this financia1 

2 regu1atory reform 1egislation in connection with the Goldman 

3 Sachs investigation or in connection with the filing of an 

4 action against Goldman Sachs? 

A Not before the filing, but after the filing I 

6 remember there were press reports suggesting that there. was 

7 some link between. the Goldman case and financial regulatory 

8 reform, and, you know, people responded to that. But there 

9 was no such link. 

Q Okay. Do you have a,ny reason to believe that the 

11 SEC's action against Goldman Sachs, or the timing of the 

12 action, was in any way related to or specifically to advance 

13 financial regu1atory reform legis1ation? 

14 A No. I have no reason to believe that's the case. 

Q Are you aware of any information indicating that 

16 the SEC's action against Goldman Sachs, or the timing of that 

17 action, was re1ated to or specifically to advance financia1 

18 regulatory refor.m legislation? 

19 A No. 

Q Are you aware of any information indicating that 

21 the SEC coordinated its action against Go1dman Sachs with the 

22 Executive Office of the President, the White House, or any of 

2 3 its employees? 

24 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 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 congressi.onal employees? 

A Say that one agai.n? I'm sorry. 

Q Sure. 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. But the footnote is, you know, I met with the 

Permanent Subcommittee on Investigation, their staff, after 

the filing, but had no communications with them pre filing. 

Q Okay. So cl.early the SEC didn' t coordinate its 

action with them? 

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 

Congressional employees prior to the complaint being filed? 

A No. 

Q Are you aware of any information indicating the SEC 

coordinated it's action against Goldman Sachs with the 
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Democratic National Committee, the Democratic Senate Campaign 

Committee, the Democratic Congressional Campaign Committee, 

or any of their employees? 

A No. 

Q Are you aware of any information indicating that 

anyone at the SEC shared any information concerning its 

Goldman Sachs investiga.tion with the Democratic National 

Co~ttee, the Democratic Senate Campaign Committee, the 

Democratic Congressional Campaign Committee, or any of their 

em.pl.oyees prior to the compl.aint being fil.ed? 

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 news media or any 

journal.ist prior to the complaint being fil.ed? 

A No. 

MR. KOTZ: All right. We're going to go off the 

record. If you could just give me. and Craig a ·few minutes to 

see if we have anything else .. 

THE! WITNESS: Sure. 

(A brief recess was taken.) 

BY MR. KOTZ: 

Q All right. Back on the record. Okay. One area 

that I want to get some cl.arification on, and that is with 

respect to the settl.ement• And I think you may have 
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Q Okay. So by -­

A Let me just finish. And then what happened was on 

Monday, Monday/Tuesday, I think I was involved in some 

meetings with a couple of the Commissioners to give them a 

briefing on the matter, and the action memo, and what we saw 

shaping up. So I think that, yes, it had to be that on 

Monday we were reasonably confident of what the terms would 

be. 

However, I know that after Monday Goldman was still 

pushing on stuff. I don't remember what it was. And ! think 

they were trying to push back on some of issues that we 

reviewed as requirements. And I don't think,it ever came to 

anything, because I don't think we moved. So what was 

presented to the Commission and what was in the action memo 

don't think deviated from where we landed. But there was 

push and pull in the interim. 

Q But do you think by Monday you guys were o~ear in 

your own heads that you weren't going to move on those 

issues? 

A I can speak for myself. 

Q Yeah. 

A I think I was reasonably confident that I wasn't 

going to support any deviations from what was set forth in 

the action memo. 

Q Now, were you aware that that Thursday, that the 

I 
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1 congress 

2 Q Okay. 

3 A -­ on a very regular basis, give lots of speeches. 

4 It's a very broad scope. 

5 Q Okay. Sure. At W.hat point in time did you become 

6 aware of the existence of an investigation by the SEC into 

7 the sale of collateralized debt obligations by Goldman Sachs 

8 known as the Abacus investigation? 

9 A You know, I don't know exactly when "I became aware 

10 of it. Certainly, last time last fall I knew that we were 

11 working on a number of cases coming out of the financial 

12 crisis and that this was one of them. Citigroup was one that 

13 we brought recently. 

14 We had Bank of America, Angelo Mozilla and 

15 Countrywide, Beazer Homes, State Street Bank. So I knew this 

16 was one of many; and, I've got to tell you, I think it was 

17 probably sometime in the fall, but I don't know exactly. 

18 Q And did you view the Goldman Abacus case as a 

19 particular priority ease for the SEC? 

.20 A No. I didn't. What I viewed as a priority was 

21 cases coming out of the financial crisis. So while I have a 

22 strong belief that we have to have a regulatory and 

23 enforcement presence across the full range of the federal 

24 securities laws, because that's what people expect of us and 

25 we are the cop who aan do insider trading and accounting, and 
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A I don't think so. , 

Q And in this timeframe, January 24th timeframe where 

this e-mail is, were you aware that at that point in time 

Goldman Sachs, the advocate's case, was put on the Commission 

calendar a second time? 

A I did know it was put on the calendar sometime in 

January. I don' t remember the exact dates . 

Q Sure. 

A And that there was s.ome interest among 

commissioners that we not do this case as a piecemeal case to 

the extent the staff wasn't done looking at all the 

individuals that .it would be better to wrap. Because, you 

know., sometimes we do cases we'll do the entity and then the 

individuals later, or vice versa. If there was interest on 

the part of the commissioners to group it together and get it 

all done at one time. 

Q And is that why, to your understanding, it was then 

taken off the calendar? 

A I believe so. I don't actually calendar cases or 

get involved with when cases are put on the calendar, which 

is not to say nobody ever asks me. I'm sure there are 

instances where I've been asked, but that was my 

understanding that there was not concern but a desire. And 

Commissioner Casey raised it with me specifically, could w.e 

wait and do this all as one. 
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Q Okay. And so in an e-mail exchange with Stephen 

Cohen on Sunday, January 24th at 8:19, you say, "I'm very 

anxious to get the.GS case out." I assume you mean Goldman 

Sachs? 

A Yeah. 

Q And you were referring to the Abacus case there? 

A I assume so, yeah. 

Q Okay. So even though you were anxious to get i.t 

out, the decision was made to hold off? 

A Yeah. If others aren't ready, or they think 

there's a ~- I'm anxious. Look. I'm anxious for us to have 

a strong enforcement presence, generally, and I think this 

one also mentions State Street in the prior communication. 

I'm anxious for us to push our cases through. 

One of the criticismS,, as you know, the agency 

historically has been it takes too long to get enforcement 

cases done. That said, if the others needed more time, I was 

fine with more time. 

Q And it would belie any claim that you orchestrated 

anything, if in fact you're saying yoti•re anxious to get it 

out, and then it doesn't go out for several months. Right? 

A I mean I guess that's the conclusion you could 

draw. It's certainly.the conclusion I would draw. Just 

generally, my view about these things is that I don't have .to 

try the case at the end of the day. 
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THE WITNESS: Okay. 

BY MR. KOTZ: 

Q A11 right. So just to orient yourself, this is on 

Monday the 12th . The Goldman case was eventually filed that 

Friday 1 the Friday of that week. And so in this e-mail 

exchange between you and Robert Khuzami you asked can we 

announce at the same time, I believe, referring to 

Quadrangle. 

A With what Cuomo announced at the same time was the 

question, because we did the case jointly. It's nice to 

announce jointl.y. 

Okay. And then he says,. "Yep." And then there's 

another e-mail exchange where you say, "Let's Make sure we 

don' t announce Goldman same day. n Why did you say that? 

A This is a really important case for It was 

an important case for us too. It was one of the biggest pay 

to play cases. We had rulemakin.g pending on pay to play; 

and, frankly, I didn't want to detract from the anno.uncement 

of a case with another case being announced at the 

same time, so I was a little worried that the Attorney 

General would be very upset if we announced J.nUltipl.e cases in 

the same day. 

MR. KOTZ: All right. And I'm going to have one 

more question on this, but be;Eore I do that, I'm going to 

give you another document, which we're going tomark as 
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that's not to say people might not have talked to me about 

did I care; and, as between one day or the next, I didn't 

have a 

Q Was there any concern about having it on a Friday? 

There has been this conventional wisdom within the SEC tbat 

the Enforcement Division doesn't announce prominent cases on 

Friday for press reasons. 

A I've heard that conventional wisdom. I don't know. 

It sort of feels like it really is conventional, because with 

the 24-hour news cycle, it almost doesn't matter anymore when 

you announce something. It's going to, you know, maybe 

Christmas eve makes a diffe.re.nce, but it se.ems like 

everything gets picked up and covered anyway. 

Q And the Goldman case did get covered, even ·though 

it was issued on Friday? 

A Did it ever? 

Q Were you surprised at how much coverage there. was 

· of that? 

A Quite surprised. You know, my view was that we'd 

done a lot of great cases al.t;eady and, you know, I happen to 

think the State Street case was an amazing case, that the 

Mozilla case and I won't go through the whole list 

again -- and I knew this would be an important case, but it 

was a single transaction. And I was a little taken aback by, 

I'd like to say by the intensity of media interest in it, 
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1 quite honestly. And the time for which the media maintained 

2 their interest in it was also a surprise to me. I wasn't 

3 prepared for that. 

Q Okay. A11 right. :r 'm going to ask you now a 

series of questions about specific allegations. 

6 A Can I give these over? 

7 Q Yes, please. You mentioned before that you were 

8 involved in financial regulatory reform. Right? 

9 A Yes. 

Q Okay. 

11 A I testified many times. 

12 Q Has anyone at the SEC ever mentioned financial 

13 regulatory reform legisl~tion in connection with the Goldman 

14 Sachs investigation or in connection with the filing of an 

action against Goldman Sachs? 

16 A Not tomy knowledge. 

17 Q Did anyone at any point say it would be helpful for 

18 financial regulatory reform if the SEC would announce a big 

19 case? 

A No one's ever said that to me, for sure, and we've 

21 been doing regulatory reform the whole time I've been here. 

22 Q Okay. Do you have any reason to believe that the 

23 SEC's action against Goldman Sachs or the timing of the 

24 action was to advance financial regulatory reform? 

A No. 
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Q There has been some speculation that there was some 

momentum given to financial regulatory reform because of the 

Goldman case. Do you think that' s true? 

A l've read. that. I·have no idea what other people 

think, but I don't think so. I think reg reform had pretty 

good. momentum on its own. At that point it had passed the 

House. It was moving forward. 

Q And is it fair to say even if it did have some 

impact on momentum, given the effect you thought the Goldman 

case would have, you would have no reason to think it would? 

A I will tell you it never crossed my mind that 

anyone would ever link our filing of this case to reg reform. 

In a million years it wouldn't have crossed. my mind and 

didn't. 

Q All right. Are you aware of any information 

indicating that you or anyone in the SEC coordinated its 

action against Goldman Sachs with the executive office of the 

President, the White Bouse, or any of its employees? 

A I know certainly I didn't. I have no knowledge 

that anybody else did. 

Q Okay. Are you aware of any information indicating 

that anyone at the SEC shared information concerning its 

Goldman Sachs investigation with the executive office of the 

President, the White House, or any of its employees prior to 

the complaint being filed? 
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A No. I have no knowledge of anything like that. 

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 None that I know of. 

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, any 

congressional employees, prior to the complaint being filed? 

A I don't know of any, but let me couch that in. 

When we testified, when I testified, when others testified, 

we do sometimes speak generically~ unless we've gotten 

specific commission permission, of categor.ies of cases. so 

while I have to go back and look at my testimony, I may well 

have said we have.. We're looking at COO cases or we're 

looking at all the major financial market participants during 

the crisis, or we're looking at securitization problems. So, 

generically 

Q Okay. But you wouldn't have specified Goldman or 

the Abacus case with the particular matter? 

A No, not that I can recall. 

Q Are you aware of any .information indicating that 

the SEC coordinate its action against Goldman Sachs with the 

Democratic National Committee 1 the Democratic Senate CamP,aign 

Committee, Democratic Congressional Campai.gn Committee or any 

http:Campai.gn
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1 of their employees? 

2 A No. Not that I know of. 

3 Q Okay. ~e you aware of any information indicating 

4 that anyone at the SEC shared any information concerning its 

Goldman Sachs investigation with the Democratic National 

6 Committee, the Democratic Senate Campaign Committee, the 

7 Democratic Congressional Campaign Committee, or any of their 

8 employees prior to the complaint being field? 

9' A Not that I'm aware of. 

Q Okay. A11 right. Let me ask you. ~e you aware 

11 of sort of .a complaint that was made, I think through the 

12 media, by representatives of Goldman Sachs that they felt 

13 they were not given notice of the action against Goldman 

14 Sachs prior to it go.ing out? 

A I read about it in the press that they felt that 

16 they should have had more information. 

17 Q Did you have any invol~ement in ~Y decision on 

18 whether to give notice or not to give notice? 

19 A No. 

Q ~e you aware of concerns expressed by the New York 

21 Stock Exchange? 

22 A David, let me go back .to that one. 

23 Q Sure. 

24 A Because I don't want to suggest that it's not 

possible someone might have told me we're just going to file. 
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We're not going to give them the heads up. It's possible 

somebody said that. I don't recall it. 

Q Okay. Okay. 

A But I wouldn't make that decision for the staff. 

Q Okay. What about there was some concern expressed 

by the New York Stock Exchange that they weren't given a 

beads-up about the Go1dman Sachs case before it was fi1ed. 

Were you aware of that? 

A After the fact I was aware that they were concerned 

that they would have wanted to know in order to do a news 

pending trading halt. 

Q And did you fee1 that that was appropriate? 

A You know, .it's a good question, and actually 

something we need to think through., and I think much more 

clear on going forward, y.ou know, the need to keep things 

confidential, but at the same time allow them to utilize 

their mechanism through an orderly market. Normally, a 

company calls the exchange and says we're going to have news 

pending, please halt our stock. We're going to announce, you 

know, that we missed our earnings or we're going to buy a lot 

or we're going to announce a takeover, or something like 

that. So I think it just didn't occur here to people that 

this would be an issue. It certainly didn't occur to me .. 

l'b)( ?)(c ) Who brought this issue to your 

attention, if you can recall? 
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all between enforcement and.Goldman. So I couldn't tell you 

how many weeks before. 

Q Do you remember at what point you knew that it was 

a done deal? Was it a pretty short t±me between the t±me 

that you understood it was a done deal and then it was placed 

on the calendar? 

A You know, there was certainly some back and forth, 

and there's some e-mails in evidence that Goldman was coming 

down to meet and talk, and people were going back and forth. 

And I wasn't, to pe quite clear, involved in any of the 

discussions with Goldman, or, you know, orchestrating. B.ut, 

you know, I don't know. It .could have been a few weeks. I 

just don't know. I'm sorry. 

Q Did you have any role in the decision on after the 

Commission had approved the recommendation to go forward with 

the settlement when the settlement would be filed and then 

announced? 

A I think Myron came to talk to me about it and maybe 

Steve as well, about just how quickly should we do it. And, 

you know, we've been accused of timing, bringing the case, so 

there was a concern about will we be accused of timing 

settling the case. But the view was that given leaks and all 

that, you know, once the Commission approves it, let '.s just 

get it done and file it. 

The one thing I recall that governed a little bit 
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was that there was an answer due in court, I believe, early 

the next week, maybe even. Monday, and that Goldman also was 

going to have an analyst call or something later in the week. 

And if there was an agreement in principle as to the fine 

amount, they would have to reserve it and announce it. 

So I think those were contributing to the thought 

process for others. Again, I didn't dictate when they did 

it, particularly, but I think that was an accumulation of 

things too throughout the time. 

Q Were you aware that that same day that Thursday was . 

the day that the Senate voted on the financial regulatory 

reform? 

A Not until they did it. You know. There was no 

predicting. As you will recall there was a lot of to and fro 

about the last few holdout votes and whether they would -­

you know, Scott Brown, .in particular I think, and others 

would they vote for it. So there was, I mean, to be 

perfectly honest, it would have been impossible to predict, I 

think, until maybe that .actual day and t.he cloture was done, 

whether they would actually be able to pass ·the bill. 

Q Was there any relationship at all between the 

timing of the Goldman settlement and the faet that finaneial 

regulatory reform was voted on and passed that day? 

A None whatsoever. Negotiations had been going on 

for a while. When it was done, it was done. 
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1 identification. ) 

2 THE WITNESS: Okay. 

3 BY MR. KOTZ: 

4 A11 right. So it's your reco1lection that 

5 :initial.ly the ABACUS case was put on the Co:mmission cal.endar 

6 in December of 2009? 

7 A Yes. 

8 And then :it was taken off the eal.endar? 

9 A Yes. 

10 What was your understanding as to why it was taken 

11 off the calendar? 

12 A My understanding is consistent with what's stated 

13 in Exhibit 7. Of course, it was communicated me directly 

4 from either Reid or Rob Khuzami, which is that based on 

internal deliberations within the Division of Enforcement, 

16 the Division determined that they would take Fabrice 

17 Tourre's -­ I'm sorry, Jonathan Eagle's testimony before 

18 making a recommendation. And so they wished to put it off 

19 until a later date.· 

20 And WaS that SOrt Of'-rb-)(?-)(C-) ________,IPOSi.tiOn that 

21 they should take Eagle's testimony? Do you. remember? 
A r b)( 5).(b)(7)(C ) 

22 

24 Do you know who made the decisi.on to take it off 

25 the cal.endar.? 

23 
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December 17th calendar in order to take Eagle's testimony." 

What we're curious about is that we saw. some 

e-mails which showed that there were actually efforts made to 

take E.agle's testimony prior ·to placi'ng it on the calendar, 

but that there were difficulties with dates, and so they 

weren't able to get a date for Eagle. 

Do you recall that? 

A I do. I e-mail actually references 

that, and I have a vague recollection that Reid mentioned 

that to me. I in relaying that 

(b)( 5) 

Reid said, 

(b)( 5) 

I recall Reid telling me something to that effect, 

and that or around the time in this time in early 

December. Somehow I think Eagle or his counsel and the 

Division managed to agree on testimony or a date. 


So prior to putting it on the December calendar, 

(b)(5) 

there were attemp.ts made to take Eagle's testimony. 

(b)( 5) 

A That's what Reid communicated to me. 

And did you ever get an explanation of why Rei.d 

and/or others believed it wasn't necessary to take Eagle's 

test±mony? You know, it's not a matter of charging h±m. 

It's just taking his testimony. Why wouldn't you take his 

http:attemp.ts
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testimony? Or did you not get .into that much detail? 

(b)(5) ,(b)(7)(C) 

Q Okay. Did you believe that it was the correct 

decision to take the ABACUS case off the calendar in December 

to take Eagle's testimony 1 or did you not kind of weigh in? 

Were you not abl.e to form an opi:n.:ion because you weren't 
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though-- Reid says, "We'~~-bere-sending this recommendation 

up to the Commission on Friday, January 8th, a re~ative~y 

short time after it was taken off the· calendar in December, " 

because he 

MR. KQTZ: When was the date of Eagle's testimony? 

think was early January. 

r b)(7)(C) 

Yes. It was certain.ly early January. 

BY MR. KOTZ: 

Q Yes. I believe Eagle's testimony was early 

January. And so essentially, the significant investigative 

step that was intended to be done after it was taken off the 

calendar in December was to take Eagle's testimony. And 

after Eagle's testimony was taken, assundng that didn.' t bring 

up other issues, it wou~d go back on the ca~endar. 

Is that your reco~~ection? 

A Right. That is my recollection. 

Q And so Reid Muoio, in the e-mail on page 2 of 3 of 

Exhibit 10, the e-mai~ he sends to._rb-)(?-)(C_)______, 

, rb)(?)(C) I with, a copy. to Cheryl Scarboro ' and 

himself, on Monday, January 4, 2010 at 4:15p.m., says, 

"We' 11 be sending the recommendaJ:,ion up to the Commission on 

Friday, January 8th,'' et cetera, et cetera. And then he 

says, "This i.s a high profile enforcement case that recently 

became time-sensi.tive." 

Do you know why it recent~y became time-sensitive? 

http:certain.ly
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b)( 5) 

A (Examining . ) 1 l' I 
2 

3 

4 

.5 

6 

7 

8 

10 

11 

12 

13 

14 

15 

(b)( 5) 

16 All right. In that vein, I'm going to show you the 


17 next document. I'm going to skip one. We're going to go to 


18 the Robert Khuzamd e-mail to Erie Spitler, you, Julie Davis, 


19 Lorin Reisner, 1/5/20101 7:52 p.m. 


20 A We're done with this? 


21 Q Yes . We're going to mark this Exhibit 11 • 


22 (Exhibit No. 11 was marked for 


23 identification.) 


24 BY MR. KOTZ: 


25 Q Take your time to read it. If you go to the second 
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page, there's an e-mai1 from ~obert Kbuzami to Mary Schapiro, 

Didem Nisanei, Erie Spitler, Julie Davis, and you, Monday, 

January 4, 2010, 1:45 p ..m., where he references what you just 

said. 

A (Examining.} Okay. 

Q A11 right. And so was this what you were referring 

to, that Robert Khuzami had heard that Senator Levin and the 

Senate Permanent Subcommdttee on lnvestigations was preparing 

a hearing in late January or February? 

A Yes, although -- yes. That's right. 

Q And in this e-mail that Robert Kbuzami sends out to 

you and others, he says, nAs we would certainly want to file 

our Goldman case, whieh ~ddresses some of. these same issues, 

before the hearing, which will put us on .the offensive on 

this i.ssue." 

Do you know what he meant by "put us on the· 

offensive"? 

A I don't know what he meant by the use of the word 

"offensive." But the concern I was alluding to before is 

that with a public airing -- part of the concern is that with 

the a public airing of the same facts and witnesses,. there 

will be a lot of questions about these facts, a lot of 

discussion about them in the public forum. 

And I guess the additiona.l· thing he's alluding to 

that I don't think I mentioned is there will be a lot of 
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questions about where's the. SEC on this. That's what I 

pr.esume he means by "on the offensive . " 

Q I see. 

A I don't know if that's more offensive or defensive, 

but 

Q So it would be helpful for the SEC if the news 

about someone looking into Gold:m.a.n ca:m.e out first with the 

SEC looking at it, so there wouldn't be questions of why the 

SEC isn't looking at it when in fact they were, it just 

wasn't public yet? 

A r b)( 5) 

(b)( 5) 

Q .And just ...... when you say "in an organized fashion 

from. us," would you mean in the .form. of a complaint, or.in 

what 
(b)( 5) 

A 
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(b)(S) 

Q 'okay. The next document we're going to mark is 

Exhibit 12, e-mail at the top from you to· Lorin Reisner and 

Robert Khuzami, 1/5/2010, 7:07 p.m. 

(EXhibit No.• 12 was marked for 

identification.) 

BY MR. KOTZ: 

Q And so do you recall generally, before we get to 

the specifics, that Robert Khuzami had thought that there 

might be .a hearing in late January/February, and then 

information came out that there wasn't going to be a hearing? 

And I think that may be what Lori.n Reisner is referring to in 

this e-mail exchange in Exhibit 12. 

A Mind if t take a look? 

Q Sure. Please. 

A· (Examining . ) Okay. 

Q All right. Let me show. you a couple other 

documents just so that you have the full picture of e-mails 

before l ask the questions. 

MR . KOTZ: So Exhibit 13 is an e-mail exchange from 

Tim Henseler to Julie Davis, you, Didem Nisanci, Eric 

9pitler, beginning with one on 1/15/2010 at :52 p.m. 
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THE WITNESS: Okay. 

BY MR. KOTZ: 

And when you said in the e-mai~ Friday, January 15, 

2010, ~1:24 a.m. to Reid Muoio, "We real~y need to bring this 

case on the 28th,•• was that before you ~earned that the PSI: 

was not going to conduct a hearing? Or was there another 

reason why you were saying that? 

A More likely another re.ason. 

Q Do you remember what that reason might have been? 

A I'm not sure without looking at documents, and I'm 

not even sure whether I would find them. My recollection is 

that there were attempt.s -- my recollection or belief is that 

looking forward, there may have been very few meetings where 

we'd have a full Commission. 

And so knowing that they were interested in 

bringing the case quickly, notwithstanding the PSI hearing, 

was sort of trying to tip off Reid that if you don't bring it 

the 28th, youmay not be able to bring it till who knows 

wh.en. I don't remember the lineup, but •­

Q So you think it was a matter of scheduling? 

A A matter of scheduling. Correct. 

Q Al~ right. Let me show you the next document we•re 

going to mark as Exhibit 16. At the top of the page is an 

e-mai~ from you to Reid Muoio, 1/15/2010, 12:54 p.m. 

(Exhibit No. 16 was marked for 

I 
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identif~oation.) 

THE WITNESS: (Examining.) Well, this is all the 

· same day. So it's possible, depending on the timing of that 

e-mail, that I still didn't -- I don't know. It's possible 

that it was related to the PSI. If I didn't yet know that, 

if this is all the same day,· it.' s one of the two reasons that 

I mentioned. 

BY MR. KOTZ: 

Q Right. Okay. And in this e-mail on 1/15/2010, 

11:54 a.m., from you to Reid Muoio, does this refresh your 

recoll.ection any more about the issue of nonpubl.ic 

investigat.ion? You say in here, "PSI is probably the most 

conscientious committee about safeguarding nonpublie 

information.'' 

So maybe there was a little bit less of a concern 

with PSI about nonpubl.ic information. But does this refresh 

your reool.lect~on at .all about whether anything was shared 

with PSI? 

A I don't think that changes my view about whether 

anything was shared. And I think this goes more to not 

whether they would share our information., but knowing that 

they got documents and informat.ion from Goldman, I think what 

was communicating to Reid is some committees that aren't 

doing investigations, necessarily, but are looking for 

documents for whatever their particular interests are for 

I 

http:nonpubl.ic
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their committee might quickly post information on their 

website as they get it or process it. 

And what I was trying to communicate from my 

discussions with Tim and Julie, who have much more experience 

than I do, is that that's not PSI's MO. They're more likely 

to do an investigation. They may post information publicly 

when they do a hearing, but they typically wouldn't do that 

till the end of an investigation. 

Q Okay. But there were $till reasons to be careful 

about sharing information with anybody, even if they were 

conscientious about it? 

A Sure. I was not trying .to suggest otherwise. 

Q And then, just to clarify in terms of the timing, 

if you're interested, the e-mail you sent .where you say, "We 

really need to bring this case on the 28th," that was 

actually at 11:24 a.m. 

That was before Julie Davis came in with "the soft 

touch intel we're getting from PSI is that they're not doing 

a hearing on this any time soon, " and before you said, "Feel 

free to share with enforcement folks that the very soft 

intelligence our folks are getting is that the PSI does not 

intend to do a bearing." 

So it does look like potentially, when you wrote, 

2 4 ''We really need to bring this case on the 28th, ,,: and 

25 immediately below is Reid Muoio's e-mail about Goldman 
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1 providing copies to the Senate, that that was before you knew 

2 that the PSI was not doing a hearing at that time. 

3 A Okay. I don't -­

4 Q So you think, given that, "We real.l.y need to bring 

5 this case on the 28"thn may actual.ly have rel.ated to PSI? 

6 A I think is. It's possible or likely that. If 

7 it's before I learned that there wasn't going to be a 

8 hearing, then it's possible or likely that I was 

9 communicating to Reid that the 28th needed to be the date. 

10 Q Al.l. right. Let's move on to the next document. 

11 A I just want to -­ those -­ the two reasons I gave 

12 aren't mutually exclusive, by the way. 

13 Q Sure. Sure. 

14 A So I may -­ given my role in the calendaring 

15 process, it may be that given the press to bring the case, 

16 people had concerns about bringing it before the hearing. 

17 And the calendaring, I don't know. It may be that I knew, 

18 for example, that February 7th there wouldn't be a full 

19 calendar. 

2 0 So I was saying, if we 're in a hurry, the 28th. 

21 I'm always thinking abqut -­ since I deal with the calendar 

22 every day, so I'm always thinking about when things can be 

23 calendared. So those things might have gone hand in glove. 

24 Q Okay. Al.l right. Let me show you the next 

25 document we're going to mark as Exhibit 17, an e-mail from 
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were, you know, real discuss:i.ons about the actual filing of 

it. Is that your recollection? 

A That is -- that is correct. That is my 

recollection. 

Q Because eventually, of course, :it would be pulled 

off the calendar. Bu.t at least at this po:int :in time, which 

was two days before the Commission was scheduled to look at 

it, the thought was it was going to be filed aLmost 

imminently? 

A We had every reason to believe that if the 

Commission approved it, we were going to file it that week. 

Q Gotcha. Yes . And do you recall what the issue 

that Lorin had? "I've flagged the issue we discussed. He 

will d:iscuss w:ith Rob. I'll ra:ise aga:in at the end of the 

day. Let me know how strongly you .feel . " Is that the :issue 

that eventually led to it being pulled, or was that someth:ing 

else? 

A No. I believe this -- no. It wouldn't have been 

that because this is an e-mail with Myron Marlin. I wouldn't 

have discussed a substantive issue like that with Myron. 

This would have been public relations-related. It would have 

been around a concern that -~ just what the right day to 

bring it was from a public relations perspective. 

My suspicion is that the issue was a belief by 

·25 Myron that if we waited till Monday, it would be hard to 
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Goldman or -- the story would get out, and we wouldn't have 

control of the story, like I .was discus.sing earlier, with our 

press release and a complaint. The press would get hold of 

it. 

Q So on the one hand, there was the discussion about 

whether you want to issue it on Friday. But on the other 

hand, if you wait too long, then the story will already get 

out. Right? 

A Correct. 

Q All right. Let me - ­

A But Lorin'.s view -- I mean, if the complaint's not 

ready, we wouldn't file it until the complaint is ready. 

Q Right. All right.. Let me show you the next 

document. It's a little bit earlier, but a different 

subject. So I wanted to just ask you about it now .. 

We're going to mark as Exhibit 23 an e-mail from 

Mary Schapiro to you, at the top of the page, 1/24/2010, 

10:21 	a.m. 

(Exhibit No. 23 was marked for 

identification.) 

THE WITNESS: Okay. 

BY MR. KOTZ: 

Q All right. So I want to draw your attention to 

Mary Schapiro's e-mail to you, Sunday, January 24th, where 

2 5 she says , "I 'm very anxious to get the GS case out. Do we 


