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FOIA CONFIDENTIALTREA·iMENIREQ[JESTED BY JONATHANEGOL 

UNITED STATES OF AMERICA . 	 . 

SECURITIES AND EXCHAN~E COMMISSION 

In the Matter ofABACUS CI)O 2007-ACI 	 FileNo. HO-10911-A· 

X 

. 	WELLS 'SUBMISSION ON BEHALF ORJO!'fA'fii;t\N EGO,~ 
. . , . . . . _S_1'"1·~ "'· .. r·< .--.~~ 

Jonathan Egol makes this submissipn in response to the Staff'~ proposeq · .. 

reco~end~tiori that an enforcen:ent.action ~ brought against hirri.1 
· 

PRELIMINARY STATEMENT· 

The January 29, 2010 letter froi_Il the SEC Stiffprovided notice thru,: it mtends to .. 

recommend a civil injunctive action against Mr. Eg~!_in Connection with ·his involvement in j.he 
. 	 . . 

ABACUS 2007-ACl transaction (''2007-ACl"). ·.The StaffhaS indicated its intmtion to brin,g. · 

charge5 against Mr. Egol ~nderSection l7(a) ofthe Securities A:cf o11933 and Section lO(b) of 

the Securities Exchange Act of1934 and Rtde 10{>.--5 thereunder. 

A single fact undennines the claimstheStaffproposes to make against Mr. EgoEhis.des_k· 

. took a long position in the 200~7ACJ. transacfi:on: Jn .order to bring its proposed clain;ls agahts~ 
..... 

Mr. Ego}, the Staffand the CQmmission would.have to argue thatsomeone who .culpably 

.:::-:· 

~­ ' .. ·.-~·· ·.iS~~~retyim:J~~Oilwith this~$ considenruoo or~ibte attiOil: . . . 
. . .£goi~~ismade 'Without_any adhllssion that the COilduct under investigation violated any. 

. . "··Jaws~rules oc·regtdations~ SbQuld the Staff4ecideJ~make any :recomn1~on that varies ili. any·~t.­
ftcnntlle ~lie$ aiKfpooitlOOS Mf•.EgQJ.has aQ~;we expressly reserve. the.right to i:e~ tf:ds. 
sOOt,nission in·actofd~ Wi~RUle S(;c) or'the·QomJnission"s Rules Regan:ling In.formation and"Other· · 
&oeeed.itlgs. 17'C.F.R § 202-?(c). aQ<lProcedures Relating to the Commencement ofEnforcement 
~ings imd Ternili:laii~· ofStafffnvesti~tions, Nos:33-53-l0, 34-9796 • .1972 wt 130244, at *1':..~ · · 
.(Sept. 27, 1972). Mr. Eg{)l~_expressly reserves the right to object to the admissibility ofthis 
submissionand those submitted by any ~er.persOil in any su~uent proceeding. Finally, Mr. Egol . · 
hel-et>y assetis·that tbi?.sul::itDission c~tirtes attorney w6rkpr~uct ana r~uests that (a) it by treated . 

. · ·confidentiallyand nOt aia.waiver ofany privilege m:- immunity from production,.~) pursuant i~ · · 
GonuitissionRUle ~:I"17.C$.R. § 200.83, iliaf tlijssubniission notbe disclosed mresponse tO ~.trequest . 

' · <inade.underthe'l'reedonroffu.fO~onA.~ 5U.S.(;~§ 552. · · 
• «. .. ~ . • · •. . • • . '· .. ·• ., . • . . . • • 
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participated in a fraud; the purpose ofwhi<:;h was to_mislead invest~i;s into purchasing toxic.! 

assets, advot:ated allowinghis desk to take the risk ofa long position with respect to those very 

same as~ets (and suffered significant tgsses. as a result). The Staff's argument stretch~s creativity 

beyondthe breaking point. There is simply no plausible theory on whiCh the CominissiOI) could· . 

conclqde that Mr. Egol was part of any furud in the 2007:-ACI transaction. 
"' · • ' ,.. 

Furth~; both the factual fut~Iy~is ·and the legal theoey behilld · t~l ~tafr.s .S.,Jl~este_tl-ctajms .·· 

·afe fundamentally flawed. Th~_Stafrstheory, as outlined ina telephone._cailwjth-~ounsel on . 
. . .. .. .. . . . '. ·/.· .. ~ .. ~" .·, .. .. · ·" '··. . .. ~ 

January 29, iot0, is that tpe offerjng·materials for .the 2007-ACl transaction-werefalse and . 

·misleading because they stated that,ACA Ma~agement, LLCf'J\CA") st(lected. the referertce · 

portfolio but failed to qisclose that. Paulson & Co.:, Inc, {"Pauls()fl") 1:1Iso pla~e-4 a tole in ·the 

. portfoliqsetec~ion process.. Mr~Eg9ljoins ill thed~iled-presen~tiqp_s~bmitted byGoldm.an, 

Sachs_·& Co. e'Gold.Ql~ S"achs~). whi9h explains why t~e oifering materi~,ls Wefe entirely: 

truthful,. why Paulson's interaction with ~CA. w~ nota matter required to be disclosed in _order . 

.to make tbeofferirig materials not misleading,. and why sophisticated investors in sYnthetic. 
. .· ' '. .. .· ·. . ·: ·.. · ·... ·' .•. :. 

COOs fully understood that S9meone had-to a.sSu~e the shortside of)he synthetic pOrtfolio. 

But even.ifthe Staffcould establish that the offering In~terials should have dis~l<;>.sed· . 

Paulson's i~voJvementin the .poc«"t)lio.. selection·p~ss-:--wbi<?h it eannot:_,-tbere -is'n~l b~is :for,- . 
.. , . . ,: - · ·. . ' ·.. - ,-·-: . _:, •.• · : - • "' • . ~ •.. ,. ·, ·• : :. ~ : . • • ., ' -· .. '.: . ': • c 

.)~.cl&im. agilinst Mr.~ EgoJ:individu~liY: 

,._ ·- ~ -~,:~ _; ~;•'-~·~-·ng~;®tm.ot·~~~t~l!~Iefor:~y-:~~iegedt¥·:fl.l~lead:ing $tem~nt-. 
,, ,-:····:~·.: ·'~\y·--:~.: •;' .,, -. ,;:·.; ;~:_. -·: ·.. _·· ·- -: ... · .. - ·- . ...·::·_; . : -':•\_· .. ' _:_ ·' 

'.r-Ior did Mr. Egqrs actions mrevieywing portions ofthe.offepng,materi~ls df<!fied.by others. Jilfd.c<?. · 

, qim suffici~ntly r~onsible for the,~ements that he couid be deem~ under ~pp-ic:able 

a~Qrities; to have made tl}em~ · If-accepted,. the. noveltheory_tbeStaffadvances he~ew<;ntld 

2 
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effect a significant expansion ofthe scopepfindividual vicarious liability for an Issuer's 


disclosures, raising troubling issues qfstatutory C(fnstruction and fair notice. 


Secon(J~ Mr. Egol's conducrdoes·not satisfY either th~ knowledge or substantial 


assistance elements ofan aiding and -~betting claim. The.recora is devoid ofevi£fence that Mr. 


Egol knew ofanyviolation·ofthe securitl~ laws. The absence ofsuch evidenceis not sutprisirtg 


givei;t the S(?.trs ackn6wledg~merit.that its:position here-r~Iies on ndv~l~i?il ~ties~ .~J~.does 


the evidence show tlia~ as. the 'Senior person on the StrucfJ!red Produc~J~~n:elatioo ·Trading Desk, .. 


Mr, Egolhad reason to,beiieve that th~:sfittement in the offering materials thatACA ¥le<tted."th6. 


·reference portfolio was uiitru!hfut or that the offering materials were required to ~iscuss 

Paulson's interaCtions with the p()rtfoljo selection agen~ ACA. Further. the evidende es~blishes· 

·. tnat Mr. EgoIw.as only one.ofseveral individuals, iifctuding other.business perso~el a~d· ... 

lawyt;rs. who revieWed draftS ofthe off~ringmaterials. 'That-conduct does not ~blJSb the ·. 

·"su.bstantial assistanee" ~lenient ofan aiding and abetting claim. 

Sigriificantly,our reiearch "{aibCit tonducted, 'under the pressureofthe trun~ted~schedille. 

imposed by the staff)' haS. disclosed no.. case inw~ich a senior_person on a tra4ipg de~k:has·bein . 

held liable for the lcind ofSecJ.Jnties law ~iolations alleged here by·rea:Son ofhis monitoriltg and .. 

· ovets,ight: respon5ibilifies. We have aSked ·the StafffQr any·authotities supporti~g·its tiovel :. 
. ··. ' .. .. . .. .. .. ·- . ... ·, 

.pOOitiG~-d~tJiasoffered.J10ne> ·' ·· 
.. : . . .. ·~· ' . . ' ­. . 

.Assem»rl1t'~iiiill · :;+!~{~~Jt¥~Hui~fliritoilly o~fY:C.Omfuoo· ~t.se;afid. ~ppf.~cii6ie· 
. . 

legal stamlai&;it.would·~~ ooiistiii.te:~ unjP5~nea·and unwise d~re from the, 

~orlnn~ion•s established:~tofcen.lent policit#~ 
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' ·. . . ' •· ··. . ... 

S'TATEMENT OF FACTS 

A. Mr.. .Jonathan Egol ; 

I. PerSonal Background 

Jonathan Egol is 40 years old, mairi(:d, and tl.te (ather Qftht:ee. l\tfr...Ego! graduated· from 

Princeton University in 1992 wi_f:4 a degree in aer()space engineering. fr9m l992·to 1996., he 

worked as aconsultant:. fie'obtainedanMBA from the University of~~~ca.gp.itJ>J,998,:~d:. ,... 
~- ! . 

. joined Goi<fu.lan Sachs up<>n his. graduation from bus in~ schpoJ... He i.spun:<=P.~Y-,aJvfan<tSing 

Director at Goldman Sac;hs. 2 

Mr. Egol has never prf)'viously been the subj~ct ofa. s~urities .itldpstfY regUlatory.. ,, · · 
• . . . . • • . . . • . • ~ .. •. : • •. . c. • •. . . • ' •• •.. ..'· • ~·' 

investigation or any other law enforcementinvestigati6n.3 
· . 

2. .Mr. Egol's Po$ition at Goidman.S~chs --~· 

Department. In 2000, he move<!.to ~e Structure<! Product Co.llaterali?:ed D~f?~ Obii~atio~ 

("COO") origW,ation business within G9ldn:lan Sachs' Mortgage Dep~ent,, ,Mt. Bgof.~p_
• • .. . <·· • • •.. ' .. ,. .· . . • • • .· .. ' ' ' >... '; ~;: ~ ·' ' 

a Viee Presidentin,200L4 
· 

. . . . . . 

In early20Q4~Mr. Egolstarted the S~ctur~ Pmduct_Correla,tion TtagmgDeslc with_itt 

Goldma,n Sachs' Mo~gage.Depai;tment.~ .The1ui1CQOn..ofthe new desk:.was to~m$:e.mat;k.;ef$J;'"O[: . 
' <-\ •· .·· • •. . .. ·:~.: • ·.··,."..:'-<·~. ' .•.·. ·-· ·-·.... "· ·. •'t ...... -~ • ' · ..., 

c~to~~~~.~?~~~m~~:~~~~~":!!l'~'!~~~~~~As~,~~j~~~~~-~-- : :;_· 
..,sec~.,~~~to~p<;~.-~q·~~a~~\t.h,~ris~ o~~9S.~;~~~es '?,'Yie~ j~p;le~~- ~-~ 2~04, -F~l?tice. 

,,..~.-····-"''E;<f: .. ,~. ··-:-·.'·:,,~.-.-), ·.-.--· ~;·, ,, t , ~ ·'·. (- t ....o.• -·'" ~ •. ,. 

----~-......_;'---..,----~. - . ' 
2Tr3nscrlpt ofDefloSip<m 6rionatban EgoJ <m Januru:y 7,.2010 ("Egol Tr.") at 7. us~. 

3 Decl~onofJonatb<mEgoi; dated February 24, 2010 (~gol Decl.''), ~edh~o as'Rxhibiti\,_'IJ6.' ' 

4 Ego1Decl/p. . - · . . . . . . . . :. ·
 
s Egol Tr. ·1-10; Egol Dect 'IJ3. ­
6 . . ' . . < 

· Eg()l Decl. 'lf~;see 'Eg()l T£•. 12-13, 18. 
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December 2006. By t~e time ofthe 2007-ACl transaction, the.desk also included David Gerst, a 

· former attorney who had joined the des~ as a structurer with the title ofVice.Pres.ldent.7 

As the seniorVice President on the des~ Mr. Egol not orlty focused on:transactions·that · · 
' ' . ·.· . " 

he directly ex~~ted; he also.monitored activity on the desk and had input into decisions that· 

would have a material impact on the desk's risk. He afso reviewed matters broughfto his 

· attention and raised issues ofsignifipance to his superiti;ocs::- Mr~ Egoi)firi'Oot ha:v~fonn~i' 
. . . . .· . ·. 1·, '~." ·J . . , ·. • . . 

supeiVisory authoritY over tit~·o:thet members ofthe desk: in particular~edta'.q(}t'J~ave th~ pewer · 
. . . ·~~~ . . .. 

to terniinate their. emplo~ent or deten:rtine their compensation.8 

· ~he ABACUS Synthetic CDO·Sttucture 

Mr. Egol was part ofthe .groupat Goldman Sachs that in 2004 created the!ABACUS' 

synthetic CDO stntcture. fu the ABACUS sfructure'fa spedalpurpose: :VehiCle (~SPY'') is~~d> ­

intereSt·bearing credit.:l~ not~s· to<investors.. The ABACUS strudtare was a''syrith~tic" CDO. ' 

in that it refere~ced-:-flith~ than actUally owned-a portfolio ofasset-backed'or mortgage-

backed ~urit1e5 (th~ 'tReference Portfolio"). The .SPV entered into credit default swap t4Cas") 

transaCtions .in ~hich it agreed to provide "insurance'' payments to a "protection buyer'in.the· · 

eventofwrite:.aowri~or otherdetmed credit eventS on securities iifthe Referenge Porlfolio,:in 

ex~hange for .regularpremium pajmen!S made by the; proteqti~n, ·buyer. Goldrrian .s~h$.• . :. . - . ·~ . . ·' ' . ... .• .•. .. .. . . 

AtlAc.u~~~~~~~~t,~~~~J¥;~lltat~·c~~~~3~~~,m~~~'-g: .. 

>the:~rroa:~~~t~6q;;rtiafi~·btn~t'fill~~iid'~tlrti~~ Qtfered:~}1iliieti~·~:~~~~·iitli~t~·· 

.to ABACUS as well'~ and'fuvestot deth~d fotthistYpe oftttveStmeritwas str9ng :d··,tha~·:·· 

.. 

. '. . .. ' . 

. . 
1 .• ' .

Egol Tr. 33. 35_ 
"Egoi DeCL 'f5. 

5. 
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Because the SPV did ~ot actually own the assets in the Reference Portfolio, ~erewere no 

-direct returns from those assets to support int~rest payments to the note .holders .. Rather. 

premiu~ payments .from the p.rotection buyer were the main source ofthe interest payments . 

received by the note holders . . Thus, irivestors necessarily understood that in the ABACUS 

tr<tnsactions, as in·evecy syntpetic <;:DO transaction, a protection buyer would ·n~ssarily hold' a 

--·· 
short position in the fu:st ~nstance against th~ Referenee Portfolio. Th~_p!o(jeed~~f th,e .iare of 

~ ~ - -. . . 

notes to investors. were used to purchaSe"Collateralsecurities, which c~u~ be's<>Jd:t~ptovide cash . . 
' .: .. •"" 

to make "insurance" payments.t0 tin! protectionbuyer in the event ofwrite-:downs:o(other credit- . 

events on secu~ti~ in the Reference fortfol~o. or. ·in the absence ofsuch Write-downs, ttipay: .. 

. backthe note holders' principaL · 

Goldman Sachs' Stru~tur~d Product Correl~ion Trading De~ actmg asJ>rin((ipa~ was· 

the protection b~yer for each ofthe ABACUS tr,ansactions. · With·res'*t to i~ htiti~I ~hort 

position in. the Reference Portfolio r~sultfug from the purchase ofprotectfon. nom the SPV. the . .. .. . . . . . . ~ . . ·, ; . .. 

StrUctured Pro.duct Correlation T~ditig De.Skoould either r~wn th~s shorq->ositi~n, or, mbre . 

commonly, could attemptto he.dge this :>hort position by selling c~itprot~tion on Securjties in 

the Reference Portfolio eitller. to. a custoiDer or to another Goldman Sachs trading, deSk that m~de 

·market$ iri such·credit-pr()tection~ -in the2007..:.A.CI ttansaetroii; Goldlnar{SachS· hedg~·its initial". . . . ..... .. ··. ·· .·. . · 

. · · '~ltwsition:·byseli~a:eilitpl'9~~ioo to.~artls_on., :B~use:Go~an S~cb& sold ~n ~Jdit': ~~: . 
. ~~~~~~~hu.;;'t~;if;itt~~jt~l(ro\ig~th·~ .. .. 

2007.-A.Cl·Ref~ence Portfolio.: 

The ABACUS tr.msacti9~ were appealing to a number ofsophisticat¢ CQO investors 

. because each tranche oHJ1€? -~ction ~uld.be_s~ctuied ~d..~Id·';Vitlwu~xt1g~d.to- oth~r., :.... · . ' · ' .. . . .. . ~ .... . ; ·. . .. .. ... . :. . . . .·. .. ..•. ~ .. ; . : / ·. .. .-'· •··. . .. . . .. ". . .. . ... •, 
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This permitted custmnization oftransactions.to meetparticular investors~ requirements with 

respect to portfoliO, Structure, orother ch:aractenstics~ l'be.ABACU~ tranSaction~ aii6V~ed 

.Goldman Sachs to·offer·its. customer:s. a_ flexible mech;;u:tism for taking tailon5d exposure to 

mprtgage market risks. 

As is app3fent from the 2007:-A.Cl t~ction, Goldman Sachs did not create the 


· ABACUS issuance platform in ?rder to pt<)fit ~om a deetin~in·the U.;~~ ~o~sin~l'l}.:arlceii'' n.- fact, 


the firSt ABACUS transaction, 2004·:-:1, closed in:Juiy 2004---:-long bef'Ore.J].S..hQusing. maikeis 

'. . . .. . ' 	 . ""':·:,; "'-• .· . ..... 

peaked and Started to·decline---and ~esultetHrom ~ inquizy from 003 Deutse~e Indilstrieb~ · 

:A.G ("IKB.~'),. which sought t~ invest in.~ synthetic CDO referen~ing a.SSet-'backed and ll)Ortg~ge> 

backed securities meeting its specific requirements.9 

C. · Tbe.2007-AC1 Trimsaction 

1. l;'ransactio~rsu~nmary 

. The 2oo1~AC1 ttansac_tion :w~; a synthetic cDQ.. refe~e.n~ing aJ~i.biilion .portfolio of90 

Baa2-rated suQpriine residential niort.gage~backedse.curities ("R.MBS").: the tranSaction resnlted · 
. . ·. ' .. ' - . .. . . ' 

fr~m ~Jnquiry-fromPaulson abpl,ltQuyillg protection frc;>m Goldman Sachs on ~in trimches 

referencing 20().6 vintage B~-ratedRMBS; 10 Ill response to this.mqujry; Goldman Sachs-: . > . ..• . . . . .. . <· . . .. ·•. ~ 

sou~t in~st()rs ipter~~~-selling. pr9te,piiQn·onsuch Jr.Ulcl,le~ eit:her fhrfur~ cps_o•: ~- · 
• • • ~ ' • . . . . • • • 	 . • ' .• 0.. • 

. 	 ·. . 
9 .)ee~Egot Tr~ 71,74. . · . . ·. .. . ;; ·.. · .' · . . .. , . · . ,,. 
10 GS MBS;.J.3 i 12689'(06iobet'21~ 2006 ~~ffi~ii fr'om J'orure to·<ifi¢6-:mtgcort~te and Mic~r. 
Swens<in,·stating: 'l>auls.o:n~ ~te.to~in.~chefo~ tile 9-"l(}0:13y~ofrisk: . . . 
(.oorrespOOOiilg wthe 'A21A!~xate(l~beSifod ·hp)ofac:B~ iooo:~e·RMiis p:Qrtrotio::'); see13g91· · 

·	Tr. 1()4.()5.· · · 
u·Egol Dept f7. 

7 
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with Goldman Sachs by whiCh ACA :agreed to "$elect the Reference Portfolio."12 By a Portfolio 

Selection Agreeme~t. dated April 26, ·zoo7, A~Aoblig;ited itself to . 

exercise that.degree ofskill aQ.d care consistent with industry standards for 
the selection· of ·a portfolio ·of investments si~ilar to the investments 
described in the Credit Default Swap and. that which the. Portfolio · 
SeleCtion Agent customarily exercises with ·respect to such investments 
selected by it for ~lients in sul{stantiaUy simil~ transactions and, in 1,Uly · 
event; to act in a commercially reasonable ffi!!nner in discharging its duties· 

· n ­under this Agreement. . - · ·· 7}-._, 
'··i' 

ACA was thus responsible for amilyiing aitd appFoving each Securityin,~e l{:vferepce Portfolio. - . . . :. •.. .~ ·. '"').. ~·< . ;· ·.~. .' ' ." .. 

No tmnsaction could occur without AC.A.'s; blessing ofthe Refe.renc~ Portfolio. 
;· . ·. ·, , . 

,Paulson originatiy proposed- a liSt::ofl23 securities forinclusio.n in the Reference 

Portfolio; !\CA rejectect 68 ofthese ?fid proposed adqitiona~ poSsibilities, .·After further back­

. ' 

and-forth, ~chtdirig some-additional comments fi;Qtn; Goldman SachsJmd IKB, 8f1 iinrestor ·ill the -,: 

notes~AC:A selected ~ch ofthe 90 ~eference,obtl~tioris that ultiml;ltely cornpris~d the-:200!~ ': 

ACl R:efurence Portfolio. using its expertise and pr~pnetarymethodology. 

The'o:fferingdocumen~ for 2007.-ACI)isted al~ 90 RMBS that ~mprised the R.eferen<;e:: 

Portfolio and not~ that ·the Reference Portfolio would be «static," meaning that itw~uld not btf 

subject t(ft;hange after ~~Closing .date, .as 6pposciHoJI ''managed" portfoli?· in which the 

manager can·adjust.fhe.-Refet~ncePoitfoliolf()r instance,. by re~oving pbe_rJy perf<$llng 

·~~~.~~J~,~f~~~~,~~~·~···. 
_.-.,,~t'~$~1t~i.eit~;p~lio.·"·11le:tiffe~g:fp.~eriafs:didn\lf.descJ:i~th¢:.8pOOific. 

,,. . ,_. ;<. :;,~i}tJ~_(n-~.:--:';>~c. ~-;,·~~ v.;~ -~·:> ,. ,,..-> '- --~,·---~-~--- > {.>_. -· :_ ...• "--· ,.: - ' '-~l- "···-· -. . 

. m~_~ology e.~pt?yect.by ACA. Nor·did-they discUss ACA'.s oorimcts ~hJ>aul$0n:{;Or 


, .Goldman S~t~ o-r.:IKB) in-tne·p.ottfolioselectiQn'Cpr~. 

~- ' ' .- ··: '; >· . . . . . - .,. .. 


... ··- . .. 

12·GS··MBS-E smoif.: . 

13 -GS ~El31001S6,(Portf~l1o SelectionAgreement). · .. . . 

14 GS Moo lQOH at l00~1-~(2po7-:ACI Term $beet, .dated February 26, 2007); GS MBS 10Q89 at 


·joz7446 (2007-ACI Offering :circular~ ctaled Apru 26~ 2007). 


·&· 
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·FO.IA CONFiDENTIAL TREATMENT REQUEsTED BYJONATHANEGOL 

Mr; Egol understood thatth~ 2007-ACl mark~ting materi<ds had been drnfted afid. 

reviewed by Goldman Sachs' external attorrleys and the deal.teru:n on the desk, in. consultation 

with Goldman S~chs' legal and Compliance· departments. There is no evidence that anyone 

raised any issue aboutdisclosing. the role ofPaulsoh in the portfolio sdection Pf~SS. 

Significantly, ACA did.not suggest discJosin~ Pauison's ·rore in the portfoliq selecti6n process or 

queStion the description ofitselfin the offering documen~as the Portt¢IJo ·sete¢ji~n·Agent; 
' 4 • • • • \.,_.,-:_-;- "" • ' • •• •• 

d~pite beingfullya~are ofPaulson's jnvolvement.15 
· ­

.The2007-ACl ~tionclosed on Apri126; 2001. JICa purchased $150 million in· 

Class Aland Class A2 notes, and ACApurchasea $42million in Cl~ .A2 holes.. B_oth:class'es 

ofnotes were rated AaabyMoody's aridAAAby Standard & Poor's. Goldman Sa.chs·entered, ·­

intO' a CDS.with.the.S·PVifi.which'GoldmruiS~chs bb-ughtprotection yv.ith <lnotionalam()unt.of. 

$192 million. Through a ~parate CDS with Paulson, Qoldnia!l Sachs· sold protection on:tlu{ 

$192 million notional am()Unt on which it had purchased protection fi:om·ihe SPV.. 

In May of2007, Got<tm'an·Sachs entered·ruto a ·coswith·app~ximately$909 million 

notional<PUOunt by wbibh Goldman Sachs bought. protection fi:mn.AGA referencing tht $().;. 

100% tr:anche of2007~AC1~ with ABN AMRQ ("AB;r-r') ~iilg as fu.tennediaiy {l;)ecarise ACj\. . · . 
... ._ 

would notagree-to pOst ~lfateral and GOldman SachS'"~oul_d.n,ot aooept !\,.e.A~s up~uroo 

:··~>.t~·,~~ar~~~::miji~;~~:-will[li~~fi.~~]~~~~:~4~t,~r.ti~~uf~i\;~· 
· ...li~4-pur¢~:t~~~Jitl-iattfdihy~~;;~tdih~·?achs·~~e'·$1 ~iHilirt·ri~trofi~t;~~- .. 

.ciedit.prOtectt<;m•ro:Pauloon on:the 45-lOOOA renior tJ;anche ofthe Refei"ence P0rtfoU~,~.hut
·• ·.. ·· . - •. . .. . . . 

pu~ch~~protection·ftom ACA on only appro:iillnat~ly$9®milllGn·notionatamount ofthe-~0.:: ,' ·. 


··lOOOA seniottranche ofthe Refere~ce Portfolio. As.a tesidt, 6ol~an Sach.s.hQre fh.e_long. 


15 .Egot.De(;t 116. 

http:lnotionalam()unt.of
http:jnvolvement.15


FOJA CONFIDENTIAL TREATMENT REQUESTED BYJONATflANEGOL . 

market and credit risk on approximately $91 million notional amount ofthe 4~-50% tranche of 
the Reference Portfolio~16 

. 

Atthetim.e the 2007-ACl traQsactions and the·related Paulson CDS were priced; the 
. . . ' 

StructUred ProdnctCorrebition TradingDesk estimated that the netrevenues from these 

transactionswere apprQximately $15 mill~on. 17 

• Due..to the Widespread .deterioratio~ of the u.s: ~ustrig:roarkef~afacc~'frated~v~r the·_. 

course. of2()07 and200S; th!fCredi.t' quality and market value ofsubpr.~,e loans jn~generaf 

·declined severely. TQe Refere!;lte Portfolio forthe-2(}{)7-A.Cl transaction· w~ affectedby the : 

' . . . . : . . ' . \· .·• . . . . .. . ·.• . . 
. suffered ·losses and· evenfil<illy beca.me worthless aS!tbe value ofthe underlyirig securities : 

_collapsed. G61dnian Sachs'itSelflOSt apptoxirilately $90 iniliion from its expos(lre·tri'the 4S~so% ·. 

tranche. · 

2: M.r. Egol's Involvementin the 2001.l.ACl Transaction 

The·2007:AC1 fulns~ctlon was.priirl'arilyhandled on the StructUred ProductC6n-etatiori ­

Desk by Mr. Touxre.and Mr~·Gerst.18 Mr..Bgol had littie'involvement in the day-4~-dayworkon 
. . 

thetransaction.1 ~ Mr. Bgolaoes.notrecaH any direct _ootninunications with any~ne from. . . . . 

.' ~~IP~A:C~·IKll~ 6r--N.~ut,ih~2Qt)7..:A:ct.~~~~-pri9rto .its closmg, with 6ne fu;inor· ·. -, 

: : :t::-~cep~oo (wnen:Mf. Egoltooka~ll fro~ Paolo Pellegnm ofPauloon because,.M.'r, To~e:WaS' · ., 
' ._., : w ._ __.. ·... ' ••. :,: ·.. • ~ • . : ... ; •· ;. ' • . -. . - ' ·­ • - -:·_ : . • .• -~· 

<· 

'.
' . . • - ~ .... • . . ; .f • : 
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::~ig~.~1~~~;};~,~· ~ ­jL ~·<' ,,, 

FOIA CONFIDENTIAL TREATM£NTREQUESTED BYJONATHANEGOL · 

Mr. Egol participated in discussions ab6ut the economics of20(J7,.-ACl, tranSaction 

. fonnat, and risk management considerations. In addition, he played a monitoring and 

consultative role v.rith respect to the transaction, as he did with many othertransactions.. :Ife kept 

apprised ofthe status ofthe (jealthrough conversatio~s onthe desk.and e-~ails that ·were 

distributed to bini or the e~maillist "ficc~mtgcorr-desk!'21 ·He offered occasionalsuggestions
"" . ·· ' .. ' ... 

and comments about th_e deal.
22 

He n~viewedyortions of'Qrafts. ofth~~?·Sb_~~~flip_~ook; 

and Offering Circular for the :4007-ACI tz:ansaction,but. did not formally appf!{v~th~lll and--does 
-· . • '-":;"":t'""",; .;., .. ' ' • ' ­

not recall making any substantive comments·or edits to:those materials/3 Mr.•. Egols~nt·a. 

relatively modest PQrtion ofhis timeworkin~ o~ tbe2007~A(;l transaction~24 

3. Mr. Egol~sAwareness of the Portfoli~ $e.Iectio;n ProceSs 


Mr. Egol play~d n~.airect role in the portfoliSl-s,election process,- al~ough he h,ad-a :. 

' _. · . .. . . .· . .,,,~: . -~. .· . . .. . . . . 

general a~ren~ ofit.. He monitore9 u~~ and.sugge:Sted·possible selection agents!>: Mr·· .:-• :· · · 
~: . . ~- .· ... . ' . •. ' .. •. '. . "' . . ._ 

Egol saw copies ofthe ACA engagementletter and ACA's.Portfolio Selection A~meQ:t, ~. 

which ACA represented that it would~~~ the R.~ference Portfo-lio;26 Mr. }3gol.aJ~.sa~ e7~ail . . .- . ..· . . . . :··' . . 

traffic among (Joldm,an Sach~,.Paulson, and AC.A ret1e¢n,g b8.ck-aD:d·{orth exchangesatmtit th~ 

Reference Portfolio.27 Mr. Egolwas also:aware that IKB,• m~e suggestiqns about .removing · · 
•; ~-; . - . ~ - .-. ' . . . .· ' . "\··· . .. 

See Ego! Tr/~7, 102,. 123. .~ • . . 

23 &'eEgol Tr. 102.:03, 187~89, 205..07~ 210,.212-B. 

24 &e:Egol '(r. 237-38. . . . . . . · . ­

. Z: See, e,g., GS :tvmS:.E 2618848--50 (December 1-8-20> ~006-e-m;_Uis ~oogGerst,-_W1lJiams, ~gQl, . '\ 

. Tourre. and·Lelwan about p!:)SSible sel~on agents);~GS MBS-E 8991019:-20 Qantmi)r :n,2007.e-~t 
from Gerst to Laura Schw:ilrti, eop}'ing "ficc-mtgcor(-des~ and others~ .with update on ieferen~ 
portfollo).. · · · : · · ' · ·. · · · · · . ·· ·· ::-, · ·. ·· :. ··. _ . . . 
26·GS ~E 5997087-;1:05 (ACA~ngagementletter); GS MBS--'E-013100784-801 (Porifollq &ef~~t( ~--~ -~-. 
A~~t);see:EgolTrd34. · • · · . ; . . .· .. _; .· . ; .·. . .:~;:_~- 2·.:..:~~·(;:.:"·;:, . 
n See, e.g., GS MB8-E 8991019-20 (January 3l,.2007 e--mail from GerSt to Lat,md~¢hwartz"ofAC~f: --~- ··_ '. 
~P~"ncc-intg~rr-desk" and othets, attaching JiSt ofRM:ilS1~,~clud~ ~~~oli6};:()8~~~~~:·; . ·, 

•. . . • .' • "'' ••. · •• ,. -•.• · ••.w - •.,.. . ~ .•• · • 
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. FOIA CONFJDENrlALTREATMENT REQUESTED BYJONATHAN EGOL 

Mr. Egol betieved that the Reference Portfolio achieve~ltbrough this process wa.S of 


reasonable quality in relation to its market price, and in fact ofstronger qualitytban portfolios. 

. ... ­

. for a number ofCDO transaction~ ori the market during the first halfof20.07 that ~lso primarily 

referenced recent vin~ge mezZ:anine RMBSand related securities:~ On.Febritary21, 2007~ :rvtt~ 

EgoI wrote to his colleagues: "I would not want to put on additionaJsborts on this granui~·J3'aa2 

portfolio at the below levels,•• referring to market prices mdicated by~~~ Tourr~~ Oq March·.i •. 
. 	 . ' ~.:1:- ·~.I . '"··· . '· -	 ): ,.; ... . 

· 2007, Mr. Egol wrote tba~ he wanted to ~'have the option to hit [Paulson~~]ptOJ¢ctiqn bi(f tfwe · 
. .•.. 	 .· . ..<:""",.._: :.. . .·····.... . ·:c • 

·t~t too short,"" ~bich would have made Goldrrtan Sachs long the Reference Port;foli_o.3 
t necaus~ 


· he believed that the Referen{;e Portfolio was ofbetterthan average. qualitY relative to eorttp~ble 


coos in the .market at the time, he consistently diSagreed with suggestions that Goldman'Sa.chs·· 


·.keep tlie proteFtiori pn the Reference Portfoli<; for ~elf(rather than wiling the;·prQtectlori-to : ' 

. 2622081-82, GS 1\<fBS:g:.J02608(J.;87 (0-'mailchat~ reflecting diSctJsSions ·am:o:ug Gol<lmi.ur's?cb.s;.AC~ . 
and Pautson.abOUt Specific.nameS to:be include4 in the ~feience PoJtfOiio); see also EgOl '(r.:· '31,. 13Lk-, 
23 &e. e.g., GS :MBs-E 2972269 (March 6, 2007 e.-mail.cbain indndigg request~J~Z~ 
()fJKI.l to.Nartey th3t "Dew century ana ~fservie:OO oo~ds'WiH be.temoved fromtlkfport(bliof),. 

· ~~:QeeJ.-1:1~. 22:. . ·_ .. ··--: . . . ,. · :, : ·:. ~ .--_:, · · ,~, .;.... ;<,< ,,-:;:. · '· ·, 

.· · ~~:~327401:7, B)t· .. lldditionalsh~"Mi. Egol meant tbllt he didnot think-the S:ttuetured . _ 
~~CotrefatiQn'Tm~gDes~ or. other·~idlnau:Si~ns:traaing d¢Sks, shoUt~·~ ~:slfoit'posifi6aont;' . 
·.thet~{.::j\e_t, PQitr~?.l!o; !a.~dd!fi6n~9 _other sh~ut exppSures .t~t the"de.:>k had ~a~~n. . ' . . . . . ·. ­

.'5'_::·:.:~'f{~·'-:,:it\'·.:'.:{.. ~~_ _· :··~';,-·-.·~>· ~· .. . . ._:·. . . . . . . . . .. -: ,~~· ·~ <, -;_-~· ·' ,: ' ­

-~~ui~~,z.~nti9:(tJriailftohi<Egol ~~~mtgCOn-~kV- .JnttnS-~~:Mr~·Egtil~ed ih~' ·;:~; 
_ pa;>Sib1:l~tj ofseliingi)rote¢!iontopatil$0np#or to.GolqmanSachsjpurchaSillg.prot~tio~ on the portfolio· .. 
: . ftoni any1o67..APf invest.<irs(astii~.2qo1.:.Ac.i 'tnw.sactian t:Jid:notcl9se' until Apnf2(};·.20oJ ·~·as-~f. :_ :-. · · . 

;·March: I'. 2001b3d not.Y~t~supiniuea ttY:the MOrtgage Capital eotimnttee tD! api>fovalk·Under:thls··, ·· · 
seerunio,.althOugh Goldman "Saclls could seekto.bedge.~eP!lu1$on CI)S by finding mvesto.rs:Vfillirig~o ~­
purchasy ~tes_an~ sellpr()~io~ on the p6rtfolio, GoidmanS~would re~aiJilong th_e."pQrtfolio :. 

_ . 	unlesS -andmbl-it fq'Un<J Siich·iflveswm; .FUtthenricte;; Goldtilan·.Saebs·woul.d~etbeiiSK"thatcit.(;{luid 
~t find suCb'investori>'(~;~fite.t?t·ailoftqe trailcll~ in iilbich case.:C1oJ~,SaObs·~Uld~ve'fetained. 
a long p<>sition on ruiySueb trifueltes~ . : v . . . • . , .. . . 
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FOJA CONFIDENTIAL TREATMENT REQUESTED BYJONATI-f.#l Ji.OOL 

Paulwn).32 Finally, Mr. Egol supported _the decision for Goldman Sachs to retain approxil'llately 

$91 million notional exposure to the 45-50%tnmche ofthe·Reference Portfolio,Y. 

4. M... Egor's Understanding of the 2007...ACland Pa11lson CDS Transactions 
' 	 ·'· . .. •. ,.. _ . 

Mr. Eg()l understood _2007-AC I and. the Pauls9n CDS tobe separate, but related, 

transaCtions • . Bec<\use the two transactioqs werenotcontractuall)f dependent on one another, l\4r­

Egol underStood that Goldman Sa<:;hs refilined the optiorr;to .4o 9ne de~b~t Jl()t sp,e,?ther~ . , 
·. . · ·. _}~-~ -'rr 

Goldman S.achs .oou.ld sell protection tQ Pa"'lsonwithoutpurchasjng prote9tion. frQm·ihve$fors .: 
. . 	 .... ... .. ,. 

. .:"":: ... ::.~ ... ~ 

through 2001-AS:l; or .it _could putchase.prQtection from200(-AC1. inv~or5 _wi!flout selli~g 

_protection to r~ulson.~ ·In. fuc(,;:}>otb oft.bese pos5ibiliti~ were contemplated on at l~t one : 

dc:ca5ion?5 fu additio~.-(ioldmanSachs;could sell_protectirn;t to P<';lUls()n on one' portfolio while 

PurehaSing _protection fipm 2007-ACl' inwstors on~di:t.ferentportfQliO'~ Th.is possibility was 

.. . •. 36 
·also contemplated at one pomt. 

32 EgOI DCct 1 io. 
31 Egol DeCI: 'lfll, 22. GOldman Sachs• retention ofexp(>sute to the 45-5()% mmche.did not'foreclose it. 
from seeking to hedge ~at long.position by ~ding investors-willing to sellprotection;on.tliattranebe 
(and GqldinanSadls did·infaet.JQO.k fot.~hi~vestqrs)•. ByseUing,prot~ecti<?~ on ihe 45--1<JO%~qie 
while_puroh8smg·proiection on the·so-:lQOO/o tranche; ~I<?wever;Mr. Bgol~~ desk-S,cce~·the ri~ktfuttit· 
mitmt not .find a protection seller for tlle4~50%fmndlf? and.tbat Goldman Sachs wouid simpiy retain .,, 

· tha(exposure... M!~Egor,s.tfeskoo~dhave~;.ty:o~ed-~~.~~~-W~~ilng!ha~:tbe·pr~on lt~J<J;
to PaUlson nt.n¢h exactly the protectionJt.pilrcbaSed.nvm ACA/AilN~ . . . . . ··. --:. 

·• ·~~~~~~~~$tJ:J:~;:,~~~;~i~~;;~:~···?·~~~~ "''• 
. · 	 35 &e. :e.g'.., as·fds~£·2672229 (Mf1reb 1:20(}1 :fr01n:Egoi.10."fi.CC..mtgoorr-desK:" raiSingf}OsslbilitY 6f · 

seHing'p~on:f9·~s~pri9rtQ,an)'.·~'QfZoo1-A9lc1PQte:S);·GS·ly1BE-E 311729,6(Marcb 14~ 
2C'!C1l ~fikmT~tf)._BgQI,_,and.~m~cm.:r:~~jog.~possi{lility~~ed~n~~·lieedto4o 
~ACAA~CJ'Q~~r~~ if:?a.u1Son~$pJ1>tediQli'~'~d .~~to~l)tgc$Stant~~op/·- .,
and .aisQ·ridsmg·$C~il\)ility fllat~pl~:Sac~ ~uldput'$u.e. tb~-20Q7.:Aq• ttans:am~m "irres~v~ 
ofPau)son~s invol~ment?). , , .--- , · _· - .. · · · ·· · · · · 	 · 

·36 &e.BgoiT~"·t~~SS.~,.~:~that~,,~Sgati~·b;·~~Y~:~eDI,ih¢R~~-. 
P.ortfolio,Mr~ ~gQJ.was:~vgll.l'ed·iD._in~~~~fisJtt 69Id!JianS$.bS.t:bat mntenipiate<f.SelJU)g 

· · · 

.. 

·pr~tection ~0 Pawson Oij one refe;ten~ p:)iifolio'white offering note&·#> inyeStO{s.of2«#;;:ACl With it'­
slightly different referimce pottfolio). - · · · · 
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.FOJA CONFIDENTIAL TREATMENT REQUESTED BYJONATHANE<JOL 

:L Paulson 


· Mr. Egol was aware ofPaulson because the Structured Product Correlatiori Trading l)e$k 


had done several.transactions with Paulson as a counterparty during 2006 and b(X;ause fie hact 


been irifonned that PaulSon was .a customer ofGoldman Sachs, ABX trading desk. In late 


2006. to the extent Paulson was known in the market at all,. it was as a hedge fi,md.exp~rienced 


. in merger atbifrage.trarisactiQnS that had recently formed~ new. fUnd.!? ,takea 9J~~ro,-eCOij.Qthl~ .. 

·, . . }I~-- . -~ · ;· .. , 

. position anticipating th~t the u.s. residential housing market would d~~ine s!!arp~y?7 
. ~~..... · .. ";; . ,... . 

Mr. EgoI believed· th<1t.:to .the extentthat investors were ·aware pfPaulsori~ itwas·for its 
... ·. . " - . .. . .. . ~ 

macro-economic view tlfat the u~s. housing market would decljne and for shorting ·the ABX 

indices, Mr. Ego~ did no~ thinkthat Paulson was knqwn fot any expertise i.!l: picking RMBS that 
. . . .. ... ..· . ' -· . _.;. ; · . ··. ... -· ,.·,. ... ·. 

· wopld be p1ore likelytlian average to suffe~credit-'f?£ents.3g Ff9m ¥I:"- Egol!~ · perspective,: · . 

Paulson's stated. interest in buying.crooit protection on a portfolio o(recent-vintage Baa2:..ta1ed 

subprime .RMBS was consistent.with his macro-economic betagainst .the housing market. In 

May 2006, Mr~Eg(d had seen an email, date4 May 3, 2006,. circulated byMJ-. Tourre, whp was · 

.ti:te desk's primarycontact with P.aulsoti, .in Which·Mr. Tourre noted Paulsort'sdesire topufol,l !*:: : · 

. . 

large-short on aportf()lioofsubprijrie'RMBS eollater_al,'~dcomm7nted, ". ··~ theniceth~g. · .' . 

. ..about Paulson .is tluit ¥8tdes.viptage, they,~o nat haye strong-~iew on:~u~.jlaQles·th~ywant.te~ ., . /,. 

··•~tf-~~lqokin~.~~r~i~~te frem-·~}_,40• Alth(}ughMr. Bg6l !ater~w e7m~ls,jp.~~fl\~~:y2 . :;l·: ,. 

' .~tit~tin .sU,gge.s(~:certi.U. ~s to include fu.tl1e .p6rtf~Iio~ the reoord does not t;efl~t that :Mr:. . .. 
Egolevetteceived any information that PaulsOn was so insistent OX! names_ to be included In-or ·. 

•• ~ < • • • ' • • • • • • -; 

,. ..... 

37Se~Egoi Dect .120.. 
33 Eg91·Decl..1~; '·. .. . . ··. 

.&e Egol {)Cct)2q,. , . < . . .· .. . • . .. . 
'4(1 See GS MJ3S-;E-0160'78409 (May 3, 2006 e~mai_l fromTouireto Egol and~)-
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.FOIA CQNF/DENIML TREAT¥.ENTREQUESTEDBY.JONATHAN!jGOL 

excluded from the portfolio tha~ itwas causing ACA to abdicate its respon~ibility to select the_ 

portfolio. 

6•. · .. IKB 

~t_the time or'the 2007-.AC I transaction; Mr.·Egol considered lKB to: be ~:m~jor ·~- · 
. 	 . 

·· customer ofhis desk. IKB was one ofthe largest CDO ipvestors in the world. -Mr~ Egol'~ desk . 

· -had dOne·substantialb.usiness with tkB; including siX- pnor.-:ABAC::USJfiru..lsacti~g~,eusti:>Jn.ized to · 
. . ·. 	 . . -~~ y .. .~ {< /- >: -~~ . . 

-. -... . . -· . . . 41 
· .- smt ncB's stated preferences . 

. PniinJ.{ the fourth quarter_bf2006 and the firsthalf_of.2007~ Mr.•Egol.·was involv~ :iit .. 	 - j 

discussion$ with IKB ab6ut. a ntimber:ofpotentiai ~ction.S separat~ from.4007~A~i~42 - H~_ . 
also· understood atthe tinie that IKB WaS a CUstomer ofGoidl:fianSachs in ~thet businesses.:'. Mr.-	 - . .·· . .... . ·'·' . . . ·... . 

. . ·DISCUSSION 

·Mr. EgoI afall times .believed that the offering qiaterials for the 2oo7.;;A;Cl rtan5aeti~n.· .• ·• .. . . 	 - . " .. ... - . 

were trnthfiii and. not mis.leading; H¢ continues to hold tha:t yiew. Acvordfugly,. M.r.$got joins · 

in and .adopts tlie iliitial and suppteti-.~tal. subtnissions by Goldman.Sach~ in which· itpoints: ()uf . 

. ::the numerOUS' r~nswhy no S®Uflties.law viol~ti9.ns.oc~~-in coill1ec.t_ion,with tbe2()Q.7-. · 
•. ,. . . . . .. .·~ _:·... .• . ··.• .. . .·· . · ~ . ·:· ·~ .~- ... . ..._ . ··- ~ . ··.. ~:-- ·­

.. -~=,~-~--~--~·-·-·--~'=·~,~~ 
, 	 41 ~orneet t24._ ·. · . . . . . . 


42-See. e_g.; GSMBS-E1612496-91 (Novell;lber 7~8, 2Q06 ~-mail c;bain involving Ego!, Nartey, ap:d ._, 

Z~erm.ariftom iKB abOut "Jnanaged program,"~-potential transaction entirely sepan:tt~ -.froni 2007­
AGt); GS ~E7f26361 (M~cb 15,; 2007 e-iriail fr~mNartey t()~EgolmeiJtioning J>otential J:K13·deat 

. ,retatfugto.T.MlX);-Egol Tr.127.. - - -. 

41 Egol J)eCl. t·~t ·" -.: . . . . . _ . . _ · . . -. . . · . .. ­
44-SeiSubmjSsion on BehalfofGoldman, •sachs & Co., diited september l 0; 2009 ea.oi4nian Sa®$_·-:· :- ·· 

-lniti~ Sub~sston"J and.$upplenie~tai§ubinissioJ;t Qn l3eha1fofG<>ldm.iul; Sachs &:Co., dat¢~(S~eti!bef} :, 

.. . 25~ 2()()9 (~~old~ sfu.;hs· Silpp1emefitalSubrili5siop:")~ . -- . - ' _·-- . - :._,' 

-~~-·~·~--~'~ 	 ~l- ..-····: _...... ·._ :< 
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FOM CONFIDENTIAL TREATMENT REQUESTED BYJONATHAN EGOL 

In tbis submission, Mr. Egol, as the Staff has request~, foeuses on ~he reasons why no 

claim lies against him individually, and ~imits any repetition ofthe poiqts IIJade in.Goldman 

Sachs~_~bmissi~ t(jthose pOints necessary to understand the rontextofMr. E~ol's arguments. 

In doing so, Mr. Egol do~.not suggest or imply ttmt an).' $ecurities law violatigns• occUrred in 

connection with the 2007~AC1 transaction. 

POINTl 

THESTAFF'S THEORY AND· FACTUAL ANALYsiS 
· · ARE.FUNDAMENTALLY FLAWED 

Based On •tne Welts can, we uriders~d the Staff';tbeocy to be th;:tt Mr~-.13!501 participkt&t . 

ill·fuisle;:tdjng investors, through the·use offalse and misleading offering m~terials,. ·causing them 
. . .· · ·.·.. ' ' . ' ' ..~ '. , ·.' ., • . , · ..... ·.·: . 

.to invest in no,tes based on a referen~·portfolio, that was in fact·"doomedto faiL" The putative 


; : ~...·. " ' 

motivation-rot ~ng~ging in this fraud,· acc6rdmg to th:e· stint; was io an~w-Go{dm~ ~acbs t? 

obtain approximately$i5-io million 'In fees for structuring the_ transacti~n.' 


This theory is:both implauiible and factually flawed. Most obV:iottsly, _the Stafr~ theory 

overlooks-the fact that Mr. Egol.advocated his desk's:taking a long position that put mpre thart 
$90 million at risk in the 2001-ACl Reference Portfolio. This :Position t;fjd\not reSttlt frorll~ 

.inadvert¢nce..Mr.J~~ol ¢utd:h~v~ proPosed kt_epfug @_&;?anofth~:short positi90.. -~;:he.~ulti'~ ', 

.. .. :·, ·;, : ::···.. .:r;.i~;i~:. ;:,iiii~;:~;thf~.,'t.r, i·;:. 0~·~~;;<;~,:,··· :"~1.{\q;-~:;z,:.~; A::·:,t~\1•. ;,"! .,· - '~;1:. d .·., ,, \::, .. .·~ ,.;:,.: ·.; , ,·, · .·· 
-~iiiv.c~~sttt~.~Plli1!illtiStSioiig'voslfi()o:.•.·JJe.aia-h~i,on''Feltrli!tr}t2t;'2oO.t'Mit:Btt4J., 


~::- - " . c;~~·~:~·-!J~::·:•::.~~-:-~·._...-~~:;:· :~ ~-:·.~-r-::· ~ > ,_f")..: .·~~:;:. . ~:_ ..•. ;,·_-~ -~ +.. ----~-- -:.·_ ; . ~--·:·.'. :,'. _- __ :· '; _· _. -_: -· :.._;- -~. ~-- ...:· __._·~ .••: 


.mfonned-h~ c61i~gli~ :th~t lie w&uta not\~·ar.h&'~-~ilafi tlie~Jlo7.:1-ic1 pdrtt~ii~{6n Mai:cb.'1, 


. .. 

. . ;.- ··;· . . . . - ­

2oo'l,Mi. Egot Statim that he wanl:&no have the_6ptfon t61ubif{PauJ~ri~;l~tectioo bid,; 

:•"~ ·(whlcb woulcUiave made Gotdmari'sa~hs long the· ~rt¥olio}t45 Irfooriversatioris.ab6utwh~tQ~f 

- ...... 
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.FOIA CONFIDENTIAL TREATMENT REQVESTED BYJONATfUN EGOL · 

. Goldman Sachs should keep for itSelfthe short position resulting from theCDS with the 2007­. . ' . . . . ~ 

AC I SPV, Mr. EgoI advoeated passing the protection on to Paulson}6 
· . 

The result was that Mr: Egol's .desk caused Goldman Sachs to enter into transactions that 

left' it ~ring approximately.$91 miiJion ofcreditand mru;k:et.risk_on the2007.,ACI.Reference 

Portfolio. That action would have made no sense if, as the Staff's ~oory posits, Mr. Egol ktieW 

that the portfolio had been "~dversely.selected'T by Paulson~was "doowe~ ~o fail}~';and b'dt~ld 

only be sold through the 11se. ofmaterially misleading offering m<J.teri~s.·,Nothing oblig~ted Mr. 
' . • ' ?<"" •"· •.• 
. . . . 

E~ol or Goldman Sachs ·to enter into aCDS ~ith .Pauls~ th3tinclud¢tf. tli~·45~so% ttanche,. and 

whatever Goldman Sachs expectedto ~on.thespread,ootweeii the ACA and Pa11fso~_CD_S 

. would n6t havejustifiedplacing$91 rnillio.n at riSk: ona·portfoli() oft:inde$irable assets.. · 
.. . .. ·. . '. . . .• ., ..... 

This faQt_compels thidnferen~e thatMr. Egatl;leiievea,. as hisaqtipnscatthe-.ti~e ~hpwed~ 
., .•' ... ·• .•· •·. -·; . . - . ·.: ~·. ·.! •. · .· ' :: ~ . • . _.. · 

that the portfolio was. nota below average port[olio (relative to its IJlatketprice) within_ the 
.. .· . ' :· . . ,·.. ... ' ',· ' . '· .~ ­

universe ofBaa2"'rate<f 2006 vintage subprime RMBS. He thought it .was aJair deal; .and he. . • ·/ . , .. , ·' .. ' . . : . 

supported the desk's decision to put its moJiey behind that view.· tJitimately~ G'oldnla.n:sacW;
•. ' . .• .• • . ·, • . '· • . . ,· ... . ~ ~·. ··<"-·.· . - . • -~ ' ".;. .•.• 

(and specificaUy Mr. Egorsdesk).lo~.approximate.Jy $~0 million from itsJong position on the 

45-50% tranche~· because, like so many ~ther sopfi,i~tjcated, ~~ketvarticip3Ilts, the des~~id n?t ·, 

oompTehend _how dose.. the sub~~e.(CJ?Q ~-~~ts-~~t~.t? ~~~~p~e ~.AI>'il .

~~~i~~~,r*;· ,. .:,}~~~~~~..!!'~~;;: 

- · · TP~:sm'w~,Pf()W~Gf~.aJs?~pv~~~-the;.factthat Mr.. ~$ol haq..no ince~!iye to 
....~:.~~ :~ ~_-.',._·'.•" '.·..· , •... _-·. <··:.·4 . ···. * _.·, ; ·.· ·,<"· • . ~- ....:.;. "- .: 

mislead or defrau4llill. l'n, ·M.r~ Eg()l's vi~,. the.p<;tentiaJ rev~uehighligh~ed-bythe Staffpal~ · · · · · 
.,. ' - _,. ',. ., . . ~- . ~ .... ~ ' . _-, . ~- ' . : . . -. . . .; : -. "'-. . ·• 

!':"\.: 

-in importance co~pru.:ed t9 (}oldm8IJ Sachs' rel~ti~~ip with ~" ()lle·ofthe largest~C:DO 

inyeStors in th~ :orl~• ~d amaj~r customerof~.:E~ors•desk,_wi~which~- -~;til him~if . 
had done six.prior ABACUS-transaction~(customized·to suit IKB'sstated preferen~es);. Indeed,. : 

. ~ . . - ., .., . -~ .• 

,. 
6 Egoi:oect.1to. 
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·the e-mail' traffic reflects that at the time ofthe 7()07-ACl dealMr. Egol·was discussing other . 

potential transactjons· with: IKB. 41 Mr:. Egol had no 'niason to jtopardize his and Goldman Sachs' 

rela!ionships with IKB in order t6 create an alleged .on_e-ti[lle benefit for Paulson, which·Mr.·Egol .. 

did not view as a key .customer ofbis desk at 1he time, See: Pub: Fin. Cohsu#ants, Inc~. SEC 

Initial Decision Release ~o. 274, 2005 WL 464865~ *47 (Feb. 25, 7005) ("[IJt is counterintuitive 

to f!;tird-: tha~ [the respondent]wpuld intentionally ddraud Jijs ·b.est cust~~.ef8.:»J.~?·)·>
-. . 	 ' . :::. .. 

· e-mail~ rdated to IKB J>et~ys a serious misunder$tanding ofthe record. .For ex<llfiple; ·in tbtf · 

Wells call, the ·sta~cited Mr. Egot•s C<)mment "w:e·haye·to.push'£in .an e-:ma:il dated December 

17,2006.48 The Staffsuggested that this e"'maiFindtc:atro that Goldman Sachs was fmding it . 

"difficult" ·to sell the 2007-ACl notes to IKB and tltat Mr.'EgoI was proposing that~ b~. . . . . ·.. . . 	 . . . :• 

"pushed'~ to take on mote risk by entering into the 2007-~Cl transaction. Iri fact; this e--mail~ 

wpicli wasnot the subject ofinquiry 'd~g Mr.: Egors testimony•.has ~oth.ing tq do with 

~ushing" JJ(B': As .the e-mail chain male~ clear: Mf. E~l was·responditig.to Mr~ Tourre"s'." 

·	wmmeuts earlier in the ~hain r~arding Je.v~red super :;eniof ("LSS") transaetion~adass of' 

tr<lnSactions that was relatively eoriunon .in corP,Orate synthetic ·cDO~ at the tinie. but ·less 

wmmon in the.world of'tnQ~gage~~;elated.CDQs• ,Atthe time;.a)l~tnber 9fCDO und~t~~:' ,-·.
: :: . .'" . . . .·. ;. ' ~ .. . . . . : . . . .·· . . : . .. .::· . ..: . . .. ~... ·. .... . ··.. ' ' .' ..· '". . . ; . ' . " . . .. . . .. 

. . ~~~~·~~i~t~~~~~~:~~ftg~~~(~at~':L~S,·.. . 

·: .:·:· ·:, \~ti~:~~~~t~;~~~·~*@tit.:r~q~g:Clifuna'Ro~·:tlie'~ting·~!i~n~ie.s f~rho.W:$udh: ~··"' ' . 
. . ·~• · LSS tmnsaC«Qns refe~encing subpiitpe Rly.IBS mightl>¢.rat&t Wilen Mt:: ToiUre wrote~ '1-.Ct"s 

· ~ot .assu~ewe can ge.t mezz deals done," M!'· Eg~l understood him tQ mean lhat they sho1,1ld .119t - . . ·, . . ~ ~ 	 ~ . 

:rr.&e;·e.g.~ <is Mns::ii 76724% (Novem}>el: 7-8. 2Q06 e-mruJs muong Ego1, Nartey, aoo z~·;-; 
fuuii ¢1t~~-3:"~eit.R~~,·~~.p<>~ential'tran83c~on,~qti.f~lY,.~~ifom 2QW~Aci);'Gs~ :; 
MB8-E7it6"36i{Mard,tl5;;i@7 e:.mmf fi.qiJi:N;arley:t<i~goi mentl~g po~efitiaUI<itdea.l ·~latir@to ·' 
'TA,B:x}~ ,·;.-. .· '··.:.__.:=, · . .:.,·· :·. ·.;:..· ·. ·. , ·:· · .· •· .· .~./ ·· :, . · . . :ry·. . . · , . c·· 
'"6s·Ji..tBS:.EJ4543'4t~~·:' : .,.,- .. · ·· · ' 

~-:-~ . .. ' . .. . " 


18 


mailto:ti~:~~~~t~;~~~�~*@tit.:r~q~g:Clifuna'Ro~�:tlie'~ting�~!i~n~ie.s
http:was�responditig.to
http:17,2006.48


FOIA:.CONFIDElVflAL· TREATMENTREQUESTED BYJONATHANEGOL 

assume th~t the.rating agencies would agree to rate LSS tt"ansactions referencing utezzahine . " . . . •· . . . ~. .. 

RMBS portfolios ..Mr. Tourre also noted, "[rating)age~cies are teo ri$k aver~etlght now.". Mr. 

Egol's response, "we have to push,"·n!ferred t9 pushing tk ratingagenqies to provide the. 

criteria to rate thi~ type ofproposed LSS transaction. This e-ma~l offerS qti support for·tbe· 

. . . - 49
Staff's fraud claun.· 

Simil£trly, in the WeUs can, the·Staffsuggested_ that:IKI;l· had.t~~?J~Sacli~~ifta.t it. 

had become vecy risk.aver5e and was nolonger !-X>tnfortableJnvemlng.in C:OQ tran5acti~ns · 
•· . ' . . •. . .. ·• ~· ,.... - ., . ~....,-...._ "'::"-""·. . . ·,:-· .. .. - . 

without managers. The Sta_ffsuggested that~'s expllfSSion ()f~u~ion $.d d~sirefor '1:1 •.. ; 

manager motivated Mr. EgoJ>.s desk t~ engage.ACA as PortfoJioSelection Agenton::the 2007;.. 

ACI transaction:~o thatJKBwoulc;l invest in a transacti9n that woul(l nototl_lerwise me6t i_is · . 

·iiivestment .criteria:. 

·A~though·the SpUrcited n,6 support for this assertion;.~he ~nly c6rtceiv~le ·basis we If~v~ : 

found for-the Staffs argument is a misinterpretation ofan·e-mall ~change,da-ted Noverobt:ir il, 
,. . ·.·· ." ,. . 

· 2006, among Mr_ Egol~others~50 Ag~ the Sta:ft which di4not inquire ah<>utthis, e.:-m~tl 
, . ' ~ .. . . . . .. ·--. 

during Mr. Egol's testim<>.ny. misreads the document. ·In the e-mail ~hain; the Gtlldlllan Savhs 
~ '. • ~- ,· . c·. • 

~esperson who dealtwith JKB, MichaelNar(ey, reports that, for ~~tipnswithout a. 

manager:.JKB <~9uld'probablyooly appro:ve M ~d 1-\AA ~tWest#J;®t!' ._lK;B; liow~vct. J>DIY ... ', • 
.; .· - . . ."-· ... .~. .'!"" • .- • • . ·. ~ ~ .,¥ ..• :: . . • 

~=e~~t:,i:· 

:irom·the ~i.c.and_umnanagcil 2o07,..AC1 transaction.51­. - . . .- . .,-. __ .. · " .. .... 

.49 . . 

Egol Deql.126. . 


50-<JS MB8-.B7741711 12 · ,; ", '·.: .> · . ",: . . 


. 
51 Bg~~~~-:_'f2i•. -In t#i;¥r~:£gotts ~~~t~/~li,fiadi~tn~:no#96)~tlJ~,~-PDrtf~~i,·~~~g~-< 
Agent~appoinfkd.imarieffott:tcrJoooo<%1KBtliin.vestin. zoo7..:AcE FronidiStu$siOriS\vith'IIm.{)ih· 
Novembei s. zo06 ~uhhe~cttPrO~,iMr: Egot wa8'awa:e thaflKB :~'irotvezy:fa¥nilim.-;· . ' 

_With GSC rmd did not~ to do the ~~programwith GSC.:.(GS M:Bs-B 7672496-97.). Yet.w:· . ' 
. -. .~~·· 

http:transaction.51
http:testim<>.ny
http:X>tnfortableJnvemlng.in
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Nord.oes the March 12,.2007 Memorandum to the Mortgage Capital Committee on. 2007­

ACt prepared by the Structured Prod~ct Cori:elation Trading ~k (the "MCC Memo") provide 

support for the Staff>s apparent sugge:>tion that the Portfolio Selection Agent was appointed iri. an 

· effort to fraudidently mislead investors .. While the ·p~rticipatib.n of ACA as Portfolio Selection. 

Agentwa.S viewed as a positive marketing point(or the 200"!;-ACI transaction, the MCC Mem6' 

makes clear that the members ofthe desk believed. the partnership wilft;·ACA w~ld "eriliance 
' .. ~ ; ' .~~·~·:.'"~ · l:~ ~ · ·.· 

Goldman [Sa~fu;>] franchise'' in the synthetic CD<) syetor and "broaden th~ im:estor.base for this 
.·. . .. . ~~.... ; " . ·• .• . 

and.iuture ABACUS offerings."52 Cerfi7inly, s.elling notes referencing a toxic portfolio wt>uld do· . 

little to "enhance'~ the fmn 's. fran~hise for future ABACUS offerings. 

Another «inconvenienttruth" detracting from the validity Ofthe proposed· cJaim again$t 

Mi. Egof;s that ACA, a highly sophisticated iilves't~r, with detailed knowledge ofthe Reference 
. .. . ·.·• . - . •· . . . .. ~· 

. ' . 

'Portfolio .it selected and full knowledge ofib.. cotrversattons with. Paulson, tooka signific<mt long 

.position in t.Jle :2007-ACI offerillg. While the S~ffspecula~ed in the Welts call that marketing· 

the 2007--ACl offering was so "challengmg" th~ it could only be aceomplished byhidfug 

Paulson~s interacttl)n with ACA.from investprs, ACA7 s irivestinent shows otherwise. 

In sum, the proposed claim i~ based largelyb~ air.elaborate th®ry ofdeception ·th~t · 

,rep~t~Iy defies commonsense, dependsof1 econ~micirrationality~ and frequeritly.collioes with 

· Egol speeifieatly.5pggesred GSC.as a;(rossilii~.Portrolio:Se•~o~.Agent fo.rthe 2007-AQtJpi(lsa~qri:9ii,: . 
Dei::embet 18; 2oo6, (GS'.MBS.-IB44ll62.) . · . . . .· · , · . "·· . · 

··;.· ::. ' ' ..' 

· . .. .. , . '.' . 
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POINT II 


THE EVIDENCE DOES NOT'SUPPORT A 

·PRIMARY VIOLATION CLAIM AGAJNST'MR. EGOL 


Mr. Egol cannot be primarily li_able for the al!eged mis~ta:t~ments in the offering materials 

bec3use he did not make the challenged statements~ The Staff'·s d~scription ofMr. Egot>s 

involvement in the iss~:~ance ofthe. itlie~edl!' false and. m~leading statements precludes ~-_claim of 
. . ' . . .. . . . . 22 ~~~~ . - ~~)?J :-· . ' ~ ~ 


primary liability~ In the Wells call, the. Staffdescribed Mt. EgoFs conneetionw_itl1-the 

""..... -~· 


statements ~ resulting from the (act th~t he was in c,harge ofthe deskthit stru¢mredand 


.marketed 2007-ACi, and had a general awareness;ofthe ~cti'm throughout its development. 


The Staffsaid that Mi. Egolhe (i) co.mmuniqated regularl}rwith, (ii) received updates from,.(iii) 

. ... . ' . . ... .. 

madesuggestions to. and (iv) had overs.igbt over the Goldman SachS employees involve:d in the . . . . ' . .. ·,· ' ' '"!r .. ' .' ' . ' 

transactions. Signitigmtly, the Staff.d~s not suggesfthat Mr. Egol drafted or participated in 

drafting the materials, orthat he-formally approved them. Altbough he reviewed porti0ns ofthe. 

materials, we are aware ofnt:t evidence.thatMf'. Bgol.~ade any comll,lentson th~m or di~cus'sed 

53them, and be testi~ed that he did not rec<~ll having done so. Final.(y, Mr. Eg<tl did not have. 

respol)Sibility'for the day~t<Hiay work on the transa<;tion.54 

This degree ofinvolveme~t in an alleg~~ly false or-misleading statelllent does n6t sbppoit 

. a.flalfn ofprimary li~mt.y.. Botl1Exchan$e.A~t S~on.lO~) .and •Securities Act Section I?(~! . 
'· 

·-~l)itfJ.:onlyth!malfugofa mat_erit:lt;n~statement:(or,'Om~siQn). titihic(t~i~i~n ofa 

-manipul~tlve aq~"~5 Cen;_ Banic. N.A. v. Firstlnte.rst~te Bmik; N.A., 51l.lJ.S.l64; 177 (1994) · 
. " ' ,• 

S:J Egol Tr.'J91~92~ 207, 213. 
. 
54 EgoLO~ct>I!S;Egol Tr.' 193. . . . . . 

..ss Aftei: CentiaJBqizk;~~nwito dOf.s notm~eanllsst;ttementor o~ion m~y still ~-p~Iy. ·. 
liable imdet S~oii·.JO@:i)'(~dby eXtension uridet Section I7{a)) for ~.1n·.~:Jl1~pUJati¥t?,ac;t; that_·:' . 
i~ a·pefSori may·beheld priffiatily liable ifhe "useda ~udulent device:•~s~cv. First ,l~ey&c;;:Inc.)c ·..· · 
101 F3d 1450~ 1467(2d.Cjt. 1996). ]Iowever.we Un.derstand the ~taffs positionto bethat·the-~Jeged:· ... ·. 
violation in this case.is·a misstatement oromi~on,.rather than.a manipulative act: Furthermore, ~e · 
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{disctissing Section fO(b)J{emphasis added); see also SEC v. First Jersey.Sec., Inc.~ I 0 L F3d 
, . ' , 

i450, 1467 (2d qc 1996) (stating that C~niral Bank's holding is applicable to Section l7{<i)~ 

As the Second Circuit dplained irt Shapiro v. Cantor, I23 F3d 7 I 7, i?.O (2d Cir. 1997);·: 

a defendant must actually make a false ()r misleading statement iworder to 
be held liable under Section ·IO(b). Anything short.of such conduct is 
merely aiding and abetting, . .and no matter how substantial that aid may be, 
.it i~nl,)t enough .to trigger liability under Sectwn I O(b). 

. ' JJ· ~. . . . ~~ 

See also SEC v. KPk(G LLP, 412 F. 
. 

S~pp. 2d:349~ 3,74-75 (S.D~N.Y 2006). 

None· ofthe documents ~hat contained the alleged misstateme~~~:~i issue'here-=the Tenn 
_. . . .. ... . :· ·'· . 

Sheet, Flip Book, at)d Offering.Ci.rcul~~were authpred by Qr attributed to M.r. Egol. _:l?ltat ·· 

undisputed fact precludes •a claim that he made the statements. See Wright v. Ernst& Yo~ng 
. . 

LJ.,f', l52-F.Jd 169, l75.(2d Cir. J998) (forpurpoSfiS ofestablishingprimary'liabilityfo~a 
. . . . '-. . '!"-· . •. ·. 

'misstatemen_t_''the misrepresen~tion must be attributed to that specific actor at th~ time oft,nibiic 

Nqr did ~- ·Egol's review make him "sufficiently rt?sponsible" for the statements SIJCb: 

that he could prdperly be sai~.to havemade.tbem. KPMG; 412 E. Supp.2d at 374-75; aecord 

SECv..Sta11cird._ No. 06 Ciy. 1,736y 2009 U.S. Dist.'LEXIS 6068, *73~74 (S.D.N.Y. 1(!~.27, '· · ·· 
' ' . ~ - . 

. . 
2009);SEC v. Collins. &A.ikmon-Corp.,,s'lA F. Supp. 2d 477, 4~0 {S.D.N.Y. 2007); SEC 11... · · 

. ' . ::­. . '· .. ,_._ ··. ,·., 

., :... _·:~~~::-~2-~~.~~E~&·;n~·1;ti~t~g._~~~-~~-,l~~~~{~~~~-fr~m~f!:~c:~~~~*~r§~~~-~;; 
.· :·<..Initi~l~~!~~!t~J~Np-. 34:8;.~0Q&·.WL.~ ~~ti79_60; *'1:7 (Apr. 28i 2008), is instrilctiv~;· · · 
·.: • • , .~ • ·: : •.:_ ,#___ -,; _ {>:.}. _;l_~~:f.Gt}.~_"'fl.~;h · ~~- J: "\:-~ ·.1'"'t~~-.-·"~..~(..~:..:::~- ~-=,:~- · ; :·~:~ ':' ' ·h.·"· ...[_ -- ·7 :~~" :. ~-{·· ·: ~, ;- '}_~~:~ :~~- .:_.: _·:.-.·.;:. -<• ~ ... -._ ..:~, ·. ~ ~· .~·- . 

To the. eXtent that· ··the· prospectus· language- · contaiped a -matyrial 
'misStatement .,(,)f omissiOO; it .cannot. be attriputed to any Of tne: 
-~espon4ertfS;, -No: /1espoiule.nr ·-had -tiny respomtbtiitiior tiraftiili iif~-L 

•. .. ·• • ·: •. • . . : .. . ., .. ·• • ....." . .. . ,. • • ., ,. ' . .. · • · . .' . . .. ,· . ' • •'. . . .. ·~ 

.. ~e·oo.~ mis.co*~u,~,~~~isili ~~a.~ent,~r#rowq··~ impropert~iim~primwyHabitity ·:· · 

-~~~t:.r;~~:~~~;~~$~!~~~;~~~i~~¥~o.a~==-~;;:~r;;)t•~~~~...·.· 

could JJe·held pfiinarity:fiabte rot·~ use. ofa"fratJ.dill~~Vice~" ··Ifweare incOIT~t·~J»littb~'Statrs'• ;.;r 


· theOry "Ofliability. ~reqtiest·~lssiQliiq. mJ~kC,.~sum~em~ntafsuo®SSion co~tii.htfi'wh~r·Mr~:·-'. 'i~" · 

Egol used, or aided and ~tted the lise-of; aftall()ulentdevtc~t .· ··· .. ··,.': ::.:·-:-·' · •. ·" ·" .··;~,_?1C:: 
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prospectuses. While Lanl.mert and- Soderberg received copies. of the 
prospectuSes7 ~here is oo eviden~e that they had Input into ihe drafting of 
the latJgl!.age or that they were asked to comment on the language. To .fhe 
contrary; the · evideMe. e~tablishe~ that Janus's ..legal · department had 
responsibility for 4mftjng. me prospectus language . ....-.As .·such, the 
Division. is unabte to esta{>lish that any of the ·respondents ··~personally 
made the unuue statements or omisSions." . 

(emphasis added); see ·aiso KPMG;•.4l2.F.·Supp.2d at 377 (holding .that a roncurring.review 

partner in an accounting finn·"cannot be considered the sirutce ofan a~d¢or'~.oRinion'-th~t~ - - . . - - ' ~s ~-- <1:0;}> : .· . ' 

issuer's financial statements confonnedtoGAAP and may not be said to have:he~Jl the afiihor of' .. 
.... - ... ..........,,...· ·­

·· 	 anymis~tements in that regard~);. SECv. Hopper, No, H..:Q4-1054,. 2()Q6U.~. Dist LEXI~ 

·11112, *33-*34 (S.D;Tex. Mar. Z4, 2.006) (noting that '1nerelyteview[ing]and approv[ttigf · 

documents into which '{the defendant] had no input"' :would riot be sufficient t~ ~how tha1: th~ 

defendant was-«actually responsible for the materia.l~isstatements and 6rnission$''};· Naniipier~ ·:· 
- .. 	 " -- ·.- . 

TechS.,ir!C: ~; South.ridge Capit'al Mgmt~ LLC~ NoA)2 Civ. ~767, 2ochU.S. Dlst. LEXIs ·t1tog,..: 

*20 (S.D.N.Y. June 30, 2003) ("Merely revi~wing a.·report and offering a few CQmmentS is· · ·· 

generally not enougll to est'lblish attribution.")"st>· · 

The difference benyeen primary liabilitY for a fa1seor misleadjng statement and Mr. · 

~got's oonduct is illustrated by in re Scholaitic CQ1p. Seduriiies Littgaifon, 252 F.3d 6~{id Cir~_ .· 
. .. '· . .;. - . . ..- .. < . ·:~: .,,_. < ' . 

2001). InScholastic; the Second Circuit fOIJlld that priniacy liability for misstatements had'been · 

... :~~~~~~;~~·~t6~c;~·ii~~~&st~iiil6~tik~~ihnam~~~fui~~s~::~:. ·.··. 


.·· ·teSj,o~··~~g~~~ri;~fu~~i~~~~t~'lli~i·~'b\~~~bR~t~f~6~eiin~f~~~ti~M~;~,:,.,··:· 

l~ 	 ~-· .·. . . . .··!.;~\ ~-: 

~··~ in:theDistrict ofCPiumbiaCirtui~-are to the same ~ffect 'b~e.:~llav~;Jldiditbafthe S~ ·.: 
mtist show fbat·a':defenaaut"'caUs¢d.f4e miSstat~mentS ~a,-oniisSiQI1S_!D b~ ~ooe.~_·$EC'f. •Mqy.648.F:. · 
~Upp~2d !9~-n {D_(),C. 2}l99); see.cilSQ In T~ Fed:.Nat 'l'Mortg~e:Ass,'n Sec.:; 50:,) F. StJpp. 2d 1. 

·.~i::#!~~;:;4¥~~t¥1~~~T~':;~:~!;7l.i~ed})r:

"Ca~o ':,hithi$"~nt~.isn'ot~fied o .asilo ··. · .tl~t:.tfl,e·.4~e~t·'fm'erel ':-frookl: att:il(a:: · ......90...··· '.:,,.~"". ···':;··,, .. ,.,.~··_;;. ·. r:~;··'"····~··· · ·"···' ··o;·.,, .. , .,__ .,, ... , . Y..!; ...;I.e,......... " . 

deeis~on qc:[w~ -~'in:tr:ica~IY~v(;)h'oo' mit.~- .May;(i;{B F; s. : '2q.i¢.77 •.·~~t1:t t<r~hQ\yitllara_· ·, . . . 
_defendartt-~fa~Pie,~enterrtStQ ~:~~lade. ~t soc:m~s ..~~playe<lan·int~mi~ii(
prepariilitii6;etningS tfuit ct,n~~~rni$i~eil~ ~~~oiis~*'i"~e."·Id:: · · · · · 

~ : . . ~ : •.. ~. ,..;_ .· . . 
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·hi~, the court found that he was 'priThprily resp(Jnsihl~ for ScholaSctic's communications with 

inv:estors and industrj attalysts" to whom the false statements were made. ld: at 75:..76 (emphasis 

added). ·Further, the v~ce presidentwas "involved in the (b:aft:ing,, p(odUcing, reviewing:andlor 

disseminating ofthe false and misleading statements." ld at 76 ..Accordingly~ the vice 

president inSdiolastic was "sufficientl~ respon~ihle" forctlie misleading statements that hecould 

be deemed to haye rp.ade thym~ In contrast.. her~ Mr. Egol:\vas nof~~~*~~ilyr~ponsibf{?for · 

[Goldman Sachs'] cominunications .[in the offering dqcumentsJ," and~a5, not-involvedJn ·~he ,. . .. ·~.· 

~fling~ producing, - ..-ordisseminating ofthe [allegedly] false an~ misleading stiitemeijtS."' Jd 

lndee<t the only fuctU:at·siinil~ritY between Mr~ Egof's mle here· arid the vice president's role 'in 

Scholastic wasthat Mt. ·Egol"reviewed'~ portion:s-oftlte offering docu~nentS. Standing alone~ · · 

hqwever, reviewirig a d()Cument is insufficient to ~lish that Mr~ Egol"was· resp~nsi.ble for llie ·· ·-~ · · 

alleged m~sstatements~ See, e:g., KPMG. 412 F. 's~pp~ 2d.at377; Hopper, 2006 tJ.S.D!~t. 

LEXIS 17772, at-*33-*34. 

Accordingly, Mr.Egoi ~otbe prim,~Iy Iial>le>under eitherSection ·w(b)or;S~t!on 

17(a) for any mis~tements eon,tained- in 9te of(eting .materials. 

Cotimt1issi<uU1l'lStlledilllthct>ritYW~ biiin2claim~r&iltape/kn··aided arid abetted a . 

' violat~Oll ofSeCtirli!.I.O{b)oi Sectjon:lJ(~ Pttciuant~Q·EXchangeActS~i~~ 2()(e);.which 

.provid~ ~at ~~Y"P~~)~l~t.~owjngly.pr<iyig~.srit>st:anti~l a.s~ish,m~ i~ anothel":person in 
" -'' -· ·'· " ···....> . . i . ·." .. ·::. ,_.. •. ·. >~.··. . .• ·•· ._;.;. ' ..·:.~ .... ·· . :· ..,.·; .-· 

·.'violation ofa provisiotn»ftliis title, 9rofarty nile or reglilat!oh ~ssued und~r tljis title, shall be. 
deein~ tobe. in.violation ofsuch provision to-tht:~e ~~~~t'as&·J)d~on·!~whorif~ucll·. 
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· assistance is provided." IS U.S~C. §.78t(e). Here no such claim lies against Mf~ Egol beqm~e 

the evictence does. not support any ofthe three elements ofan aiding and abetting claim: ''(f).the . 
' p • . 	 . ' • • • • • .. · , ·, 

existence ofa securities law violation bythe primary (as opposed to the aiding and abetting)· 

party; (2) 'knowiedge• ofthis violation.on.the partoOh~ aider and abettor; and (3) 'substantial 

assistan~· b.Y tbe ai4er .and abettorinthe achievement ofthe primary violatioh.".:SEC ~-

DiBella,581 F.3d 553,.566 (2d(;ir~ 200~); aceordlrwestiirs JJ-esearc:\(~11!' v. ~~ 6~~-'~:2~. · 

168•. l78.(D.c. Cir~ 1980)~57 
· 	 "· • 

~....,~ ~~:-. . 

A. The Exis(enee of:a:Seeu.iitiesJ.,aw Violati()li 

AS explained m".qoldiflau Sachs? f.W9sul)mi5si()hS~ the. evidence does notsupp~rt: a ci;im : 
ofthe existence ofan.underlyi:pg securiti~·law:violation. because the statements atissue were, .. . 	 . ·, .•.. . .·· '. . .. .. . . . . . .: -· '• . . . ·. . ... ·~·. . . ' ··~ . . 

(')bjeetlvety. not false or mi$lead~; ·.we respe.cttitl~n~it~ the Staffand the Commission to . . ... ,.. . . . .. - ­

consider Goldman Sac~~ .detajled ·ap.d, .we Sllbmit, .conclusive analysis, ·which· we Wifl~ot repeat 

here. Certain points fimri Goldman S~cbs' submissions, however,. deServe particular ~mphasisF 

• 	 the sta~mepts in,. th~ (,ffe$g mateti<:tls that A CA. seleeted the Rete~11.re .. · 
Portfolio werthnie ~us~ACAevaluated, ~proved, and ehos~ ea~h oftb~: 
RMBS included in the_p<).rt:folio. 'None ofthat is cha.nged ·simpiy~eause otbe~ 
had input into the ptoeess and ma(.le propQsa~s fQr ACA's consideration. 

• 	 Paulson,.s m:volvement.in disCussion$ with ACA concerning the portfolio were~not · 

mated~ ~req~U:ed.to.oo-'ificrtiaed"E'ili the.oife~& materials i,n 9idei t?:make· . · 

~'·SQiOrt'!~;ifi(~Q on 
purchased synthetic 

,.., ­.. .;c~_ unde~~~t~'\Vas:~lm,nonJnarketpr~Gtice forin~ei:ested parti~s . ­
(i~fuding theprole¢tioRbuyer)io bav~·input 9fi.the refei¢nteportroiio;~(c) fu· 

· this cas~·~iitveSforswere. weJI.:aware:tliat<;iol~an S~hs, as tJte, Pr~t~ionJJuyer~ : 

could~av.emputfu.t~~e,~~li~ sel~ion pro~ss'- andth~ as.~~t~i~n B~ypr 

·Go~afu~·SaCIIS·couiO:enter ro~o:ti~sactibns witlj other parties to,reduce er . · 


· 
57·The test.(or ai~in~~~~.~~·~mi~~v~:~ctionjs.nefsignificantly different. Seegene:rd~ 
Howard v. SEC. 37(H'.-3d H36;·U42 <P~Cit CII'. 2®.4). . · · -· .•· · .. · · :: : · · 
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eliminate its exposure to the SPV; (d) atthe time ofthe 2007-AC l t.ransaction, 
.Pal!rson was not·a_major player inthe CDO market; and(e) investors in the 2007- · 
ACI notes ha4'acvess to large; quantities ofdata concerning the U[}dedyingRMBS 
in theTefetence portfolio, and (f) whatultimately'drove investors' investment 

. decisions were th~ objective fundamentals ofthe portfolio. and e;1ch in~~~ori' 
views ofexpected •fV.tul,'e. housing mMicet and. ecom)mic conditions. 

' 	 . 
• 	 The losses incurred b.y inv¢Stors<in t!Je 2007-ACl notes_were the result ofthe 

overall decline in the U.S. housing IQarket-'!nd the.fact t,Pat ?II the RNIBSjn the 
reference portfolio were originalJy Baill-rated fr~m ~S~OQ6 vi~/ffige, and ·had 

nothing to. do with. the; specific RMBSincludedin the re(ere.nce J)()rt:folio.
' · 	 ·. . - . . '· - .: ' .'l"'-····. .. . ... ~ . .._. 

• 	 .TheStaff's ~eory; which· is based• on Paulson~s sh~rt positi~n and supposed 
notoriety (iii hindsight)~ is ~ntraryto market practjces for synthetic COOs, and to 
the actions ofthe partleipants i~ the 2007;;AC1 transaction. Certainly AcA knew. 
ofthe extent ofPaulson's inyolvement in the. ~lectiop process, yet never . 
suggeSted that Pauloon's lnvolv~ment ~eede.d to be distlo~~ Nor did·ACA raise 
the isSue whether Goldman Sachs, 4;!putto ACA on the Reference Pop:folio·had 

. to be.diseJosed inlightofitSJoleas ~eprotettion buyer.. AndPaul~on's counsel. 

at Linldaters LLP; apparently thOught that it·was. perfectly legal awlappropriate to·... 
req~ire that P~ul~on's.in_vqlvement.in the. transaction be kept ~nfidentiai~ 
.4ithou$JI not disJ>9sitive, the.fact that the Staff is the firstto ljlise disclosu~ of· 

1 • 	 •. . • . • . . . •. • • . .. 
Paulson~s ~volvem.ent in the .seleetion process :as even ;:Uri~sue shows that 'the,. 
Staffi~ swimming upstreanl against a strong cuffeJ:tt' irl a$Serting its qiscl~sure 
·tl}.eoxy. 

heyondtne$atl\at,tlitire:~no.~dertyingViolatio~~ ~vide~cet#ablishes thatMr. Egot. 
• ..• j . . . <" ·, .• -, . ·';. . • • • _, ·•· . .· -·· . • • .•.. H • . •' 

.inisiead.m~? ~e%(~e· cuf..ti.ttg~ge pattireoffb~·s.tatrs'the()lylielies'a.claim.·thatany~ne h~: .. . . ......... ' .. . .. ,. ·._· .. . .. . - .
. . . 	 . 

knovt~ed~e.nfa~iyl~~~~ -iforiem faCt ~~~~t~: :.. · 
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To establish the '~knowledge" element under Section 20(e), the Commission would have 

to prove .that Mr. Ego.l had actual khowledge that the offering materials were false ancl 

misleading,. approxjmating conscious intent to aid the viotation.58 See Ross v. B~lton, 9Q4 _F.2d 

819? $24 (2d (:ir. 1990)e£1Jifthere is no -fiduciary duty •.. the scienter requirement increases, 

so that appellants need _to show that [the alleged aider artd abettor] att~d with ac:bt:ll.intent."); 

JITv. Comfold, 6J9 F.2d 909, 923-25 (2dCir. ~980) C'When itis . irri~~~~le t~~-nd ~Y4nty.of 

disclosure,· an aUeged.aidhr--abettor should be folind liabh~ only ifsci~t~r of.the fiigh ~(;onscious
·'·_<.. .:.,'·· " ~ . . 

intene variety can .be proved/); see g,lso SECv.Johnson> 530 F. Stipp._2d 325, 3:}3 (DJl.C. 

"2008) {holdmg that actual kno~le<fge iS required).59 Thi~ is true even where the underl~ing 

prip:1ary violation'doe~ not contain a'sci~ntei requirement See Ponce v. SEC; 3~5 f'34 722, 73.7 

&: n.IO (9th Cir_ 2003){th6 ~pd elemen~ ofaidingcand abetting a violati9n of.Exchange Act 

511 Courts in .the SecOO,dCircuit ha-Ve indi~. that. the spbjeetoftheaHeged.aider,an<la~ttor~§. 
knowledge needs to be the. fraud or mi~ement itself; not merely the_Underlying"rac& :See,. e.~g.• 
Edward$ &; Hanly v. Wells Fargo Sec: Clearanctf.Cmp., 6(}2 F.2d478,. 483 (~den-~ 1919) (the:second 
elementofaiding and abetting'liabilitY i~ «icD.owfedgeofthe prilllacy fraud by -the atteged~aider~abet.tor" . 
(citingRestatement (Se~oiid) ofTortS §_'lfl6 (a person:will be liable for .the torti9,uS oond@t of@nother ". 
when the person "inClWS that the other's cotuluet constittPes a breachofduty and giv~ sribstantial 
assiStance or encouragement to the other so to conduct himscl:f'{emphasis added)))); Rolfv. ]Jlyth, 
Eastman Dillon.& q,.,570 F.2d 38;.4c7'(2d Cir.-1978)("'The secoqd reqUirement fot esfab.lishingthe 
ai4irigand 3be!f"mgviolation is-[the allegeq·aider and abettor's) knowledge of[the primary violators} 
fia~"); KPMG; 412 F. S.lpp. 2d at 384 (the i~e is Whether th~ defendant"had actual knowl(;dge _(>t 
fiaud"); SEC v: Lybrand,-200 F; Supp•. 2d 384, 400{S.D.N.Y_ 200Z)(discusiing Whether. eVi&nee 'f~uld .. 
tme~. to ~iriferen~of~:kooY{Iedge of{the primaay vi~lator~sJ ~~a,~y~iq~t);~~i! .: .... 
-~~~8,~elirC,h;®qp,.~~·F.2il~47&{J;iql~ ~tone ele!fient~~~~#~:AA)#~~<~~~ltl 
-~~ai~m1d-abciterh#4g~a/;awtjli~·.th,frthisrcte.wmpartcfm;'.ovircillodivlty.thal· ·.· , 

, · WQs·Jmpr'~~;{~~n~1S.'adltdi))."' .,::, . ,•> :·!_ : <'·. , • . ;_:,, . • . • , 

. . 
5?CourtS in-the:.~e@nd 94-cuithave'held,tim(~~~ ~-•·7 the. aUyg~a~cJer.anil~ttqr owes.a.pduclmy. · 
·duty. to tlie defiauded PartY. :tectdessness.sa~fies1he scienter.requkemeui" ftr. 619 F.2d af923•. .... 
Reeldessness. orSQiJ.le lesser 4egree.ofknoWledge, may alsO su:llk,e·where the.alleg~ aider and abett0r 
owes anon-fiduciary "duty ~fdisclostlr'e' to the .defrauded· PartY-, LybtdYtd/1. (10 F. Supp~ 2(h1t4o{j;' ~eii:: . 
also lTF, 619 F.2d at 92~ ~e some.special dtrty ofdisclosure eXi~; then liability. should. bip()ssibl!.! . 
With a·l~€Iegree ofseien~r~~'). Finally, certain-cases have~ested t!Jat ilX;ldes$ness~ be.··;.. ·,·.. :i .· 
sufficient'for scienter~· the alleged aider.an<J abettor is an _auditor and• could foresee that tbifd parP.e5 
would-rely on ms or· her plisStatement in an audit.or {)pinion•letter.. &-eln re Tlie LeSlie Fa.iCits.;-Ine.· 
Sec. -Litig.• fJ35 F. ~upp~ 167., 115 (SD.N.Y~-1993). Since Mr-_Egol owed 110 fiduciary or other duty t()· · · 
Urn or ABN, and was not an·auditor~ none ofthese ex~ptions•to the kriowiedge requirem~t apply here~ 
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Sections 13(a) or (b){2), Which requires only negligence, is that t:Qe alleged aider and abettor 

"had knowledge ofthe primary violation and ofhis or her oWri role in furthering it");. SEC v. 

Fehn, 97 F.3d -1276, 1288 {9th Cir_ 1996); Stanard, 2Q09 WLI96023"at *32 ('The ~actual 

knowledge'·. standard applit:;s equally to the SEC's claims• for aiding aJ1d abetting [non-scienter 

primary viola~ions]!'), 

1. Mr. Egollbd No Kn~wledge r~at Anr Slatemen~ ~~s~~False _s}~}'tfis1¢atii~g· 

· Far from having any k:n·owledge thatilie offeringmaterials werefalse or It!!sleading;Mr.
• . . • ..... . ·y· 

· Egol knew thatt1te 20Q7-AC1 offerin9 Illaterials h!}.d been vetted by a wide range ofquafified 

-indiViduals, supporting his goo<ifaith belief that the disclos~~s '\Vere accurate and prol:;er · i~ aU 

respects.__ .He undei:stoQ<l. that McKee Nelson, the hiw; fi.rm repre~nting ,Goldman· Sm~hs on each 

ofthe ABACUS ttanS<l.Ctions, had dfa..fted the Off:e4og:Circular60 ,and ~elievoo thafit had 

reyiewed each ofthe.offerl1_1gdocuments~61 Heund~rStood that the offeri~gmaterialiihad also.. 

been d_raft~·or catefully ~eviewed by FabriceTourre; an experienced and highly capable
. . "· ' ' ,. ... · " 

colleague who had worked witli Mr. )!gol on each ofthe_prior ABACUS tranSactions, and Davjd· 
. . ;-.;. ' ;· . 

Gerst, a non-practicing a!tem1ey whose former law practice .at McKee Nelson had focused on 
' .. . . ·..: . 

stm~turing synthetic CDO transactions, including prior ABACUS deals, as well as drafting and 
' · •. ·· . • . ' , .. ' ' .• ·# , . ' • ' 

·reviewing-~ffering_pocumen~ asSO¥iated w,iUl tho~ transactions. Mr..Egol also- believed that ih~. 
~ ' ' . •• ·, • ·.. • • o>' ''" •• :~~ .·. • • J, . • 

,~:;'~t~la~~-w~~~i~,~--~~~~~t_·. _ .,;vi~41_1t~al ~~sel for 

.'&Jam~ sa:CUS-as;fi~~~Jvigk,:~ Nel~n.~2;·:Mr~· J:tg~l_&ad,no.~on to believ~ that.anyone;. 
. • . ·• -:{"""'.· ,,(~ · . "'"' -~ . , ,>·..- , ...... • _...; . . ,l ·· ,·: .:t~ --r:::· · <\. · ~·:ui. · · -::·· · ·. · ·· ~ · 

&o Egol Ti. 209-10~ 
61 See Egol Decl. 116. . 

. ~2 Egol1Je¢1.·1 ·J6; EgolTr. 190; 20.8-09. 
. 4> See EgO! Tr. 196-91; ~gol Peel. 116. 
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misstatements, Mr. Egol"encountered green ones, as outside and inside counsel appr.oved 

[disclosures]" now alleged to have been insufficient. See Howardv_ SEC, 376 F.3d ll36, 1143, 

I 147 (D.C. Cir. 2004). 

Further, theinfo~ation available to Mr. Egol provided him with ampl~ basis for his 

beliefthat the statementS that ACA selected the reference portfolio we_re truthfuL Mt. EgoIhad . 

~een ACA's engagement letter, in which ACA repte~entedthat'f[i]n j~ 9~Paeity}<fS;1?ortfolio · 
• . . ,. ' . . ..• ~- . : . ;-_"':.· ~·· ~. 7 . .· ": 

Selection ,Ageri~ACA will select the Reference Portfolio."64 Jie h~d als~ ~ll !h~ ,PQrtf<>Iio 
·. • ,......-.:..• ~<L ' ' 

S.electio~ Agent Agreement, in which ACA -~ckriowledged that it had been "app()inted to 

determine and select si>ecific Reference Obligations to be. inCluded in the Initial Reference 

Portfolio," undertook to "exercise that degreeofskill and care consistent with industrystandards · 

for the selection 0fa pOrtfolio of[similar] investilldits" an~ that whic~jt:"customatily exercises;,' 

with respebfto. such investmen~ selected by it for clients in subdtintially sitnil<!r tranSactions,"· 

and represented_that itwotdq "act in a commercially reasonabJe mann~r in discharging its 

dutie.s.''65 Mr.J3gol also saw the matedals thatACA supplied forth~ Flip Book;whreh d~erlbed .. 
~ . . . . . . . . . . . ' ,; . . . . . . . . . -. . . . . ~ . . •. . . 

the manner in wllich ACA_reviewed, evaluated, and chose•obligations.for porifolios.66 

'the StafPs assertion, ~n the·w~Iis call, that the Reference Portfolio had. been "adversely 

,selected" amounts to a claim that ACA ·had abdicated the duties· thaf ithad 'aiireed tdpeffonn•. 

~~~=~~!!~:,~·~·:r~:~··· ..·· 

exch~ges ·routed to Mt:Egol entitled him to relieve thaEA'CA Was oons@ing 'its>t>Wti ·,_ · 

' ' . . . . . ·. . - . 

substantial s?urces:~ffuformatioti, accepting irifo~~tiou fr~m other trimsactio~particfpalttsi ap4 .- • 

cond~c&g tis OWn -lysis: lt recei¥e9 nanies-'ofstig~ted~s fro~ Paulwrl, 'rejeGtOO mo~.e . 
c . • . ~' .· • 

·than fudfofthem7 ~d. cifculated.itS own propo~<ID sec~ties. At the end ofthisprocess, it 

64 GS.MBS-E 5997087. 
65 .GS-~E i3100784-80l {POrtfolioSele<1ion ~eement). 
66 OS MBS-10023 at 10057..:66. . 
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appeared toMr. Egol that ACA haddonewhatitagreed.to do: it sei~tt;d Reference Portfolio 

securities in accordantewith itS professio.nal standards. Mr. Egolsaw nothing indicating to him 

that ACA had adopted the supine posture that the Staffs theory assumesc Furthermore, to Mr. 

Egol, ACA•s. decision to purchase $42 miilion in 2007-AC1 J;Iotes and to enter into a $90? 

million notional value CDS referencing the 20.07-ACl portfolio CQnfirmed that ACA had 

selected the portfolio in accordancewithits professional ItandardHfdue,cafe.67 
' 'i>r· 

~ .. ~; ­

' Mr. Egol's view, moreover. thatACA had ''selectedn- the. portfqJio was.cqnsistent with . ' ' ... ~... . . . "' . . 

the commonly understood meaning ofthe word ••select"-to choose from available 

· altema.tive$.68 Mt. Egol h(ld no reason to believe that knowledgeab'e market ob~rvers ctiuld. 

reaSonably think that the disclosure t~at ACA had ••Se:lected" the porifolio meant ·that it had acted 

in a vacuum, with no suggestions odnput 'from oth'ers interested in the transaction. 

ln the end~ Mr. EgoIsaw nothing .indicating that Paulson had acquired the abilitY·to 

~nt:rolthe portfolio its~Ifor to dir:eet ACA eonooming.itS selection ofthe portfolio.59 PaulsOn 

( was.simply ab~e to decide whether it would buy protectio~ on 3. p~rtfoHo. Mr. Egol was ;ell 

aware that ifPaulson, with whom Goldman S3;chs had no rontrac~ ultimately decided not to buy 

. protection on th~2007-AC1 portfolio, Goldman SachS co~ld have sold Pa~lson protection on .a · 

different :r6ference portfolio, or itcould have decided not to fransactwith Paulson at ~U?0 

<iT r: ol T>,;..,.-1 .115: £.g ~-~ . . . . . . . ' . 
6& ~ShorterOXford J;:nglish l)ietioqary.defi,Des. "select" as.to.~[cjhoose·or pick out in preference fo · 
·another or others"; to 4{c]hoos~·or piek out'Somet:lnitg :(fori:. a n:tunber; make·a~lectlon." Shorter Oxfonl 
ErigliShDicti~azy 2742.(5th ed. 20Q2). T,he~eri~.fleritige Di~tionary ofthe.English Language .· ·;, 
·.defines. "select" as "[t)o take as a choipe :from a100ng'severaf;pickqut"~ "{t]o ~3Kea·ctloice ()r selection.:. . 
.~eric31)JJeri~e.Dictionary ofthe EngliSh Language 16~5(3d ed.. I-996). Merriam-WebSter defines· 

theverb"select."as "to:qhoose(ast>y.Dtn~or~lienOO.) U9mR numoor·ot,,group::-piCk:oUt}'- }fee· ·:~ '· 

http://www.merriain-webster.com/diction~/select (definition two). · · · 


.. 
69 EgQI DecLt 15; see Egol Tr. 226. · · . · .. . · 

· 10Se_e Ego1Tr.l54-"55,228-29. 
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2. 	 Mr. Eg9l Had N& Kn&wledge that PaulSon's RoJe.Was Required to Be 
Disclosed. 

AdditionaJly, Mr. Egol bad,no. reasopto believ.e that Paulson.'s involvement in 

discussions with ACA was requited to be disclosed in. th.e offering materials. First, as Mr. Egol 

testified, itwas his under~tanding that Goldman Sachs should not disclose the actions .of another 
. . 

customer unless instructed by the·cus.tomer. or counsel to do so.7..
1 This understanding was . . . . : ~ .. . . ·. .~. . . --. :" . 2l > ~ . . . 

consiStent with Goldman Sachs' duty as a. hroker~dealer to keep infot:ffiatton concerning 'its 

clients' trades and positions confidentiaL ·See, e:g., In rt; ·fho~as w.}/~iJth, II£_ E;cchange Act 

ReleaSe No. 59,223, 2009 WL 56755, '*4 (Jan. 9. 2009):{Comm~sion d~ribed the obligation 

.	not to divulge client Information as '~one ~f the most .fundamental ethical stand~ds in the 

securities induStry" and noted that "[t]he dutyto maintain the confidentiality ofclient . 
. · .• . 	 ·~· • I ' 

information iS grounded in·fundamenW fiQuciary pnnciples~. It would be entirely inappropriate·
" . 	 ~ •· . . . ~ . . . . ' .... ' .. 

for the 'CQnimission to use an enfdroenient ~ction to notifY fina~ial market partipipants tl~at it is 
~ . . .... 

abrogatin~ such a fundamental m(U"Icet preeept. 

S~n~ Mr. Eg~lhad.no reason.to belie~e in ~ate 2006 and the first halfof2007.tJ:aJ 

Paulson's name would be ofmaterlal interestto 1nvestors. Although PaulsoQ. is now welf ·.. . .... :·- ' .. .. 

'known, touted by the Staffas one of.the.1argest.investo~· in the world; it was in 2006 and 2007 ·a 

' 

relative newcomer to ~e.~netlc~c~·and cjjs ·1Il~et$~ At ~anime, Paulson was bowu·(~f · 

.·.:~ ..:~it at~·~·;r;merge/arhitr..~:~eag~ ~d th~t hkd ~~~heq anewfund fu mid-2006 for the 
. . . ~.., 	 .. . . .. - ·• .·.. ·..: -.. -~ . . .·: ..~ . ' .. . . -._ .. 	 . - . 

·.': ~Urpose·or~g asn~tiv~·ri.ac~~nom.icJ?Osition on the U.S. housing·mad:et.72 
· 


Nor·didMr. Egolhav~·teason'fo.tl:t~:tfiat pali~n's jnvemment·strategyrelied <in 
. .. . / •· ·.: . . .. ' . ' . . . . ~. . 

. pic~g·~p¢c.ific subi>~e.·~th~twoutd~:·~o~ ~~eltthan:.avernge 4l.Sif!fer. c~it even~,~.··~ 
· ·or tli~ ·~~~ed~~~~v~d:th1t~~~~n:l}~:~ifc~· ex~lk~ }tith~•. •til ~. Egoi'~ Jfu6~J~ge, ..... .:.. 

• ' ·+ ••• • . . • .; ..... - ~. > • . . • ~- • • . • • :. -..._ _ >. :. ' .~ .. .· . . . •. ·. . -, - .. > .• . - ' · •., •, • .-•• 

71 EgQl.'fr. 141~ '143•. · 
12&e Ego! Docl. 'J20. 
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Paulson was a hedge fund takirig a.ma:cro~onomic [!Osition that anticipate£~ that the U.S. 


~idential housing .marketw(!uld de~line sharply. 73 From Mr_ Egol's perspe.ct~ve, a portfolio 


broadly repr~sentative ·oflower-rated 2006 vintage subprime RMBS would meet Pa"!-dson's.~tated 


objective ofpositioning itself for- a widespread arid sharp_decline in the U.S. housing market74 


Mr. Egol_bdie-...red that the Qualified lnstitu~ional Buyers who purchased 2007-ACI notes.. ­

would be well awan~ that Goldman Sachs as Protect,ion Jluyer was very:Aikely w~ invol'l{~ in' . . . 	 . ~~<-· . >Ji, ·_·.-- . ­
the ~election proce.Ss because._parties who. anticipate purchasing protection custom~ify 

. . 	 " . .· - . ' ' ' . :-, .. ... ..: ~ - \ 

partiCipate inthe selection ofthe reference portfolio.75 Mr. Egol had no re(ison to believe that·­
' . . ; · . ·. ·. - :­

. 	 . . 

· investor$, who would be aware thai Goldman Sachs, a.n established participant in the CDO a"nd 

CDS markets, could be involved in the portfolio selection process;· would ronslder it important"to -· . . . ·..,. . . 

know that Paulson, a relative neweomer~ had also tfl(pressed its viewd to the Portfolio Selection· 
' . .. . . . .. ' .. . .."' .. . 	 ' . .. .. ·~· 

Agent. Indw.:t,. it would ha'fe b_een re3S~nable for Mr. Egol to believe that_ investors were Iikef)' 


to be more c:Oficemed-about "betting ~gainsf' Goldman Sachs than ·"betting against" PaulSon. 


3. 	 .Mr. Jj;gol Bad N.o Knowledge that _the lnvo~vementofAny~neTaking-a Short ·.- · 
Position·W~sRequir.ed to..Be:J>isdosed - · · · 

Fu(ther, neiitier Mr. Egol--nor appareiitly ~yone el~ iuvol\red- in this traf1sactjon.:...:...: 


believed,·that applicable law or regulations required disclosure that p~es"takmg_~ sh,ortf)9s.iti.on 


· ·"' ·;~~-f: 	 · •~~~~-nt~·PfjOlo,~~n~ ~~ma~t·c~teif.h}.:~~- _.- , _ ... 
~·--'.,~"" . 	 "'''·:~~--~~a:.;;;<<:'::.;""-ft'-."·'1;:-:...'i -.: · : · ::t;;;. t;,...•f.at"· • ··" •• •. 

. . . ·~e . . . . . . <~UllllCliil>~UU1g~~;J5itJ~~'IS.\~p~~u~: ~~-Ulj"\·;·>:_, 2 
."S~o, the partj~~:nam~_in;tpe wrtfqlio. do not matter.. . . . .. 

·.·· -,, 	 . ·/.•; ' . . .._. . : .~..•. ':'!_: .(:,~ ~' . ~ ..·... •. . ·. !: .· ~ ~ . "", 

· 
14 Egoi J)ecl~ 'If 20.·Even though logicany.Poo.Json would, generally hitve mid.~ econorili~·futerest i~ . · . .. 
inCluding lmndstiJatWould be mote likely than av~rage to suffer cred~t events, it was equally ip.. Paulson'"s: . 
interest to ronsjder-the likelihood·Oflowetingcosts ofbuying protection byagreeing to .8 portfQtiO'IDOre 
1ilatlyto.be attractive_ ~op.;)tentiai COO investors. Furtller, ifPaulson.haP th~_otij~ye ofbuying·credit · 
,protection on specific RMBS that it ·believed w~emost likeiy tQ expeJien.ce credit ev~nrs~ thafint~est 
could have been :mOre easily ~d rapidly'eXpressed by simply buying pro~tion.in single-name credit­
default sWap fo~ "o"u'specific subprime RMBS rather than tJtrougb a ~tic COOtninsacti:t)~S1JC~,~-
2007..:ACi;.:_ . . . . -	 .. - .- ·'· . 
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in the' transaction had contact with the portfolio selection agent. Certainly, Mt. Egot understood. 

lhat market practice was to the contrary. The 2007-ACl transaction, like. every synthetic CDO, 

required tlu! presence ofat leastone party taking a short position on the Reference Portfolio; and 

Mr.Egol knewit.was common market practice for interested•partiesto·have input on reference 
- . . ­

.portfolios. 'the existence ofa portfolio selection agent did not imply otherwise. .In his expospre 

to many offering docum~nts u~ in. offerings ofsynthet~;CDOs, Mi~?itol hacfif(jf.ob~i;{Jd ·a.· 

. marketpr.tctice ofdisclosing parties whom portfolio manage~s~ portf~li<padvisors, 'pgrtfoliO, 

selection ~gents, or simiiarty.:situated parties had constilted in selecting referenk portf.Qli~s.7~ 

. We ~e- not aWare that the stittrhas ·been abl~ to identify a single example of~ s~th~tic'CD() 
. . ' - . ­

transaction in which the oifexiog documents cOntained a disclost:rre similar to what itnow ' .. 

suggests the ia~ requires'. 

Moreover, it was Mr. Egol's vi~w that ·investor.;; would be·.most ihterested in the,J:najO.P·: 

parameters ofthe portfolio· (subprime; 200~vintage; Baa2 ratings).71 ·Mr. Egol knew tflat the 

2007~ACI offering documents not only described these panuneteJ;S, hufalso,set foith;precisely
. . . ' . . . . .. · 

which RMBS cotnpiise<J the static Refer~nce-Po~fo(iQ.78 FU,rtl1et, Mr., Egollmew that ther~;W~re 

a number ofother sources·.ofinfonnation (inc1udingED<.lAR plings ~fRMBS• i$Iers af!d o~~r· 

· · · 
· 
17Egol tr. 137. · . .. > ··· . . . . , ·,<<i;.;;-;J;..>, 

· GS MBS 10014 at lQ021-22{2001:.ACl TennSheet, dated Februaiy 26, 2001); G~MBS -1 ooS!tah.;,;:­
}0274-76 (2007-ACl Offering CircuJar. datedAprilZ6. 2007). . . . . . . •· . . . · · 
19 EgQI Tr. 120-21. . . . 
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their ownjudgments cqnceming the reference portfolio and the.overa(i transaction b!15ed on their 

own fundamental view ofmarket and economic conditions}0 

In Sllffi, the evidence does not ~upport the conclusio~ 
~ 

.that Mr.Eg~l ~ad -~owledge 
. 

ofany 

misstat('!ment or misle;tdihg omi$sion in the otfering docum.ents. 

C. Substantial Assistance ill a·Violation 

assistance" necessary to support an aiding and abe1:_tingclaitp. 

The substantial assistan~ requirenif,':pt is a caQsation standard: .an alleged.aider ~4 

abettor p~ovides "subslao,.tiaJ,a~sistance" only ~f"the aider and abettor proximately caused th~.. 

harni to [the victim.) on which thepmnaryliabiltty is predicated_~" DilJella, 587 F3daf566; see 

. also-lJloor v. Carro; Spmwock, Limdin,_Rodman Mass; '754 F.2d 57, 62 .:.63 (2,d Cir.. 1985). e'b;l 
,·· .• -.. ·'·· . '·· ... ·• ·': ~ . . ··-·. J:·· ., -· ·~: : ·~. ).· 

alleging the_requisite "'sul>s11intia! assi~ce" by the. aid~r and abettor, lhe cornplaintm~t a_llege . 
. '. " : ' \ '· - . '': ' . .· . : ' .. .. ~.. .. ~ ' •.._ ~. ­

·thafthe acts ofthe a~der and abtttor,prox~ately ~used.the.ha.nri to the cqrpon.ltiot;t on wpich ~he . 

PrimarY li~bility js predi¢.t:d. .Allegations ofa •.but for~ causal relationship are Qisuffici~nt!'); . 
- . . ' . :-._: . ·::.~· ' . ' ' ._ .. .. . . ' . ' . . . ·. . . ~·: .• . ·:. .·· ·-~ . . ..._. •.. 

. . . 

· cf.. SEC v:Joh~ol!,530·F. Sppp. Zl29li, 3Q3 ~.7,.306 (D.D.C. 2008) (noting thatth~ p.c. 
. . 

Cir~uit .~ha5 nqt e~pressly adopted,_the pro~ate cause (o~~lation in definfug s~bst:ap.tii.!l 

assistance,. ,in~t@rt~mtiliaf'{t]p ~Q~W,~Q~~ti~l ~~~ce~ the .uritAaiY violations nrqst~}l 

' -' i•¥•'!,:Qr~~~·~;;~......;~~;~u.;'~~'~' _'': ..•.. 

.p:ar~&·~iV:~lJr::·~~ffi~;·!~~~.~~3~~;ft~~9~l~rf'. ~~_'l?r~~. Y~~ril~?rl·.<toe~--~?t~'.~~~t~a, · _· 

. 

not constif9te.s9b8tmti~lass~s~ce.~~- ~1"Jn#i!:fl#g v~ McA,lp_in, ,699 F.2d 79, 92 (2d·Cir. 1~83). · 
~ ·._ .. ,. ..•· .•.··.. ·•· ·- -·~·: · .•. ' ' y.·· . . ... . ·~· .... · ·,' ~· • --··,-:'-·'•. : -·..:·:>.·~·:._:· ,";:: 

prerequisite,t~ ~eJ)titj}arJ\' violation.}~ h,is.~vi~feot,tJ~~oteven be ~ns~<fe~ a~b~t-"f()r":'?a,u¥· . 
• • - • ' . . • . • • • • ~ - .; • - - :• • ;, ::-· • ' • • .. . . • ' . ¥ - :' : • "· •. - • :. • " .:. =· ,t;; ' : ; -· 
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of the y:iolation). Here, no serious claim can be made: that Mr. Egol's conduct proximately 

caused any alleged violation. 

1.. Mr. Eg9IDid Not Proximately Cause the Alleged Misstatements 

None ofMr. Egol's actions__:_uiscussing the . 2007~AC ftransaction gen~ally with others 

on the desk; receiving updat~s. from the people working on the day~to...:lay details of2007~ACl; 

reviewing portions ofthe offering m~terials;joining in the MCCMeom;.~Qd p~liipati~~-·in tlle 

single conversation with. Paolo Pellegrini that he reealls in relation to jf.lq,2Q077ACI · . . . . . . '•. .. -. 

transacti.:)~assisted. let alone: substanti~lly assiste<t; th.e ~akiitg oftheaHege<I'Y.misleading·· 

statements. His acti6ns simp'ly cannot be ~id to have beeri the ..proximate cause" ofllie lillege'd .· 

misstatements. For instance,· Mr· EgoI dietriot (i).suggest the allegedly mi~leadirig langwtge, (2) 

fonn~lly approve the allegedly misleading l4Ulguag~(3)offer guidfinceon the specific Janguag~· 

. at isstie.or on tlie require<i'd.isdosures 'generntly, ·~r (4). take anyaction to pr~vent Patilsgn•s· 

·interaction with AC:A from being disclosed . 

. Indeed, the only one of~. Eg~l's actions that even potentia,IIy:a.ffect~th~;a,lle'ged· 

·IIli~tementswas his review ofportions ofthe o'ffering materials. The S006nd Circtl'it J:ias:IIla<;le 

~lear, however, that "fa]wareliess and approval, stari~ing alone;dortot consiitUte.s,.~bstanti<d. 

fii·~a~ill~~'hiili~-'i~k~~~fi~f~.:~~-Eii~l;~.hl~ie m~I~:i<iirit~rverlet6ion-eet.~~, ·· 
. alleged ni~te~~rlts cannrit ~siifu~'''substaritial•assis~ce~" ·~~In~eti~n O.u,tb:e. ~·bfth~~ . 

alleg~:aiderand abertoJ;' or~maiii~shorltd n~t.be treated as.silbstantial assisfan&,.elf:cePl~ep-~t:. · . 

was designed intenti~nady.t<taid the prlntacy frau<J or it ·w~.in'oodScttius.~d..re¢1cless ~iolation ~.. 
,_ . . -~ ·.'. ._ - . ·- " " . ::- ·. ·. -·. . . . .: .. "': ; 

victims .to interVene, .if.DiLeo 11.. Ernst & Y.oungi.901 F.2d 624.; 628 (7th Cir.1990),'(~~··. . ..... .. 
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securities laws do not impoSe general duties to speaki ... therefore ... these must usually be 

located in state law, ifthey existat aiL!),-and thus he carmot.have subst<IntiaUy assisted the 

misstatement by doing nothing in the face ofsome duty ow~d to IKB Qr ABN, see ArmStrong, 

699. f.2d .at9l. ··Second; for the same reasons discussed above in-relation to Mr~ Egol's 


knowledge ofthe aHeged misstatements, there is no .evidence that Mr. EgoFs inaction wa.S ·: 

. . ' . - ' .' .... . . ~~~. . . ­

"designed intentionally to aid the [alleged misst,atemeots]" such that hfsifciilure {d interVene 

.would constitute substantial assl_stance. See id. In the absence ofa duty~o the·vi~ti~s to 

· intervene, or intent to a~d thealleged·misstateruents, Mr~ Eg()1's inacti~n cannotfairly f?.e sai~· to · 

h~ve ~een . a ''proximate cause" ofthe alleged' misstatements. 

What the Staffs theoty apparently comes down to is the facfthat Mr. Egolha~ rur . 

. . . ~ . 
·oversight role as the senior per~n on the desk. T~Uingl.Y, hpwever, we have fmmd no case in 

which any per-Son ..has beeit foupd li~ble for aiding and abettirig .a prim~. violation in 

circumstance$ similar to th~~ here,'.i._e., wbere the alleged· aidet an,d abe{1:or is merely the Seilibr .. 

person on a desk. ·Indeed~ ape~on>s supetvlsorY re~nsibilities are «completely beside the 

point when the question is.~iding and abetting.'" SEC v. Steadman, 961 F.2d 636, 647 (D.C" <;ir. 
,-. . . . ~. ' 

1992). An.oversightrole, Withoutm_o~ simplydp(!s rtotsatisfY the sub~taniial assistance . . . . . . 

.r~nirement. 

·..2. · M'i-" E~l:l)i~No(Pto~ Ca~~ the Loss 

ACA.ruid.IKB.pltima~bly:s~1re~~-io~~-not t>epause Paul$on·~· rolein ACA'sp~rtfolkr 
~,:-· "",·- ·'*~ ··. ·;~ ~... ·.:·;. ·, ·. .... . . ·<; . . ­

se~ection·p~· was n<>t disclosed--lnth~ otf~g. doeumen~;or even because Paulson played a 
' ,. 0 '~: 0 •·-' ,., ,.. .• :: .hH; • ~ • • 0 • .•. • < 0. • • ··• .< • 0 

. . . 
·. role at all, ·butbecattse everys:e~ty ~t;fh~t rating and vin~e decre_ased in value as a result'of 

'llnpre.cederited market events•.nie:Referertce £orifc;)lio was a filir representation ofthe credit' 
, . '.,· . ' •· . . .... 

be vecy poor. There is JID- evid~nce that a reference portfofio·sei~ed b.¥ ACA ~ith9utany input 

36 



..FO!A CONFIDEN11AL TW'£.MENI'Jl..EQUEST_EIJ.IJYJONATHANEGOL 

by other parties--pr <mY ()ther- portf.;lio ofsimilar securities-would have perforinoo in a 

materially different way from the ultimate .Referel}ce ,P.ortfolio.. Ofcourse, MN's losses,. also 
' . 	 ~. . ., 

cited by the. Staffin the .Wells call, were even more removed .from the allegeif misstatements .in. 

the offering documents, .bepaose th~y were directly caused by ACA*s collapse; and only more 

remotely caused by theoverallhousing mru;ket melt.-<:Jo.wn•. 

·CONCLUSION 

The Stilffsh6utd·not reoonunend ~ enforcement action agaiflst •MI. Egol. Ifone is 
. ·.. . ~ . 	 ' . . .. . .. ' 

reco~ended, it should not be authorized 

·· bated:: 	NewYork,NewYotk­
February 24, 2009 · 

-~-

R~ectfully Sl.lbmitt~ : 

_· .. ··<·~~·······......••.... .......__

~~~~--~~~-~ . . . .	··•. riink Ii. Woh1. . • · -· ·•. 
Gabriellli Gea:olll.eas ·· ·· 
AndreW' S:..I£e 
L\Nl<LERSIFFERT& WQHLLLP 
500 Fifth Avenue,. 33rd Floor · 
NvwYork,.NY lOHO 

. (212}921-:8399· 
··: .• 

_.:__··':~-~~---~~-k~.rrs~~ 
. _.· 	 J.Uc~«r~. J9aJ>per · . 

CtmmopherJ•DJmile. 
S,ywv~ /k,.CR()MWELLLLP 
f25 Bro~ Str~t 

~ti)~~~~--~~ 

A.ttorneys}orii;. J~niitn(lit kif;/·'· . . 
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UNITED STATES OF AMERICA 
SECURITIES AND EXCHANGE COMMISSION 

Declaration ofJonathan Egol 

In tbe Matter ofABACUS C002007,.:AC1 file No. .H0-1091 l 

..., 	 "-·'"·" 

ii \ 
')'>{'. . 

1. ·Jonathan Egoldeclares under penalty ofperjurythat th~ following:!~ true a~d 
.. 

accurate . 

. 2. 	 Jmak~ tilis decla.nttion in re5ponse to the SEC .Staft:s Wells notice that it"is .. 

considering .reconunending acivil action against tne for yiolating and aidin.g and 

abetting vio1atiohs ofSection 17(a) oftlle Secu~ities Act of 1933 and Secti.on H)(b). 	 ~- . ·.. . . 

·. ~fthe $ecuritie~ Exchange Act ofl934 and R.ul~ IOb-5 thereunder. To a· large 

exten~ this. declaration provides information relev_ant to the Staffs .potential 

charg~ that was not ~~ques~e? dUringmyJanuary 7, 20lO testimony. 

Goldman Sachs 

3. 	 lhave ~n emp1?yed ~t Goldman, Sachs & Co. ("Goldman Sachs") for almost . 

twelve years. · lstarted in the summer of1998 -in the MQrtgage Research:-.. . . 
.. . ~ 

. ~ePa#mentand·WaS aSk~~ft9 f~"pn~-comm¢roi;;il.mortgage-ba¢ked securities . 
_:_;.i ,,j,·~f~~J'f{i1~~ii·:~~,~~\i.~~:t?.~~$,~~'t1}-1:fJl%J.,iir. £:~>,,;; (£ ?t~:t;~}~:~0~;~~,;~~jrr ,~in~d/·; .. · · ·. · .. 
· ·· _!.m~~,~k ::m or_ilbotit;;ZOOO"Ij6inoo the-8truct~e<lPro4uct COllat~ta!i~d·Debt · 

'*." ··;.. 

D~paqrnen~ WOfki.ilgonnewissue origination and ·~uritizati~n~ I ~~e:aVice 

President ·fu nOOe~ber ·2001 .. Jn early2004;J sW"ted the Structnred.Pioduct 
.. , "-: ·~·>. 	 . .~ ' ' . :.w :' 

:C.6rveia.tion T~dfugheskwithhl (Joldman:Sa9hs,.Mortgage_ne~ent. The 

tunction,.Ofthe new·deSk was ~o make mar~Setcs for customers in trancheS, 

http:Secti.on
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referencing synthetic. portfolios ofmortgage-backed and asset-backed sec::.urities, 

and to price and manage the risk ofthose- tranches over time~ 

4. 	 In mid-2004, ·Fabrice Tourre joined the desk. In January 2006, David Gerst an 

attorney who ha~ been.at McKee Nelson (the primary outside law firm that had 

advised our desk on the ABACUS synthetic CDO transactions since 2004),joined 

the desk as a structure.r. 

· . 5. I was not the formal super\tiso.ron the Structured Pn)dm~t e~a:relatibtt ·trading 

Desk. I d.id not have the authority to termimite the employment ofor to determine .. ·'· 	 .. · . ..·•. . .. _, . ~ 

t;he qompensation ofothers on the desk~ .As the senior Vice Presi~knt-on the _desk; 

however., .Inot only focused on transactions that I dir~tly execut~ 6ut also W;:tS 

involved in·matters, that had a materlafimpacton the risk·undertalcen by tJJe des~ 
monitored. activity on the.des~ reviewed matters brought to myattention, and 

mired iSsu.es ofsignitiC.aUce to my Supervisor:s~ 

6. 	 I have·never -~tile subjectofany.securities:industry regulatQry invest:i~ation or . 

any other law enforcement investigation. 

ABACUS 2007-ACl 

7. In the:fall of2006; I~eamed that a representative ofPaulson~ Co. ·('Waul~91l>:') 
t~~=·~~;.);:·~~J.~~~:;r.:.'i~··:;{l~i~..::: -;.~·:·:·;;~~ .:::~-~·..·-,.~~:~-~~-~ ·~.~c; ·· :~:::zi ".;}~.,~·~:~~~:(;~~:£ \~:·: .. ~~- : · ·; ~-~~ ~·: :_ •·· - ·~ ·· ·· 

· ; _:lia<tttfld.Mr~ ·to~e thatFau1S<>kwfiS mt~rest~ in:bu~g,protecnon.on ~mriri-
·j.:;_:.ir,:;~,i:i:~~~~1?t~i,;1.f'"~~~,Eh\-';":";_~' ~i;_~,i:., :,,,< .:~;"( <. -?·\<,~:-:.•.: · . ::.'· .__ . ·' ·· . . 

traitche$,referencmg2006 v~tageBaal-rated subprimeRMB~. In response, MI. 
~ ;• .· . ·: .. . .. . , . 

Tourre ~d Mi~ GerSi~gan wm:Jdng op va,ri<ms related tians~ctions,,.'including . 
. . 

tranched:cns .to sellPaulson tberequest~ protec~ion and asyntheticCDO.by . 
...·· ' 

which ail-SPYwould t"lff~r notes:referencing. 2006 vmtag~ Baa2 subprime.RMJ?S; · 

:•~ . 

2 
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S. 	 Mr. Tourrt and Mr. Gerst were the individu~ls onthe desk ptimarily responsible 

for the ABACUS 20~7-ACitransaction ("2007-ACI"). I had little involvement in 

.the day,to-day 'work on the transaction. I participated in discussions about the 

economics· of.th~ transaction, tfie transaction format,. and risk ml}nagement 

.considerations. In additiop, I monitored tlie transaetion"s statUs primarily by. . 


.: . . . . __.._._ . :........ .. 


verbal <X>nven>3tions and reviewing ·~?..:mails that w~re eitlitif distrii5'trted t04J~e or<to 

.the internal ~orking group for such transactions;. addres~as:"ficc~nttg1;0rr-desk., 

.I was e<>nstilt¢a·from time to time on.matters related·to'the transaction and 
- • 	 .• '- . ·•. .. .. " l.· ; . .~ .• 

reviewed pQrtiops ofthe Of[ering Citpuiar; ·Flip. Boo~ Term Sh~t,~and other 

docwnents•. 

' ' 	 \f-.~ ' - ' . • 

9. . 	 I do .not recall having any direct -conver$ations witfl anyone from Paulson, ACA 

Management, LLC ("ACA"), ABNAMRO·(''ABN'}, or ntB-Dentsc~e.· .. •· -	 .. .. . .. 

li_tdustrieb~A(j{"IlCB") ~ericeming the 2()07--AC-l transaction, exeept for ori,e 

coirv~IO.n with Paalq Pell~tQni ofPaulson, which·occtu;red on or'aboutMarch' . ... .. 	 - '· .. . ." .. 

:14~ 2007 wh~.U ·Mr. Pellegrini called his Goldman Sachs sales coverage, CactUs 

Raazi.. ;md-Mr.To'(lrre·wasnot availabie. Mr.. Raazl.asked ifi crniid speak with 

··M.r:P.~~~ .iP Mr/f9~'s.;td}~~<i~,.~t-.q~nv~rsatii0n;"Mt.:Nllegrinl. 


--,·~·f:iJi~i.~~~~fi~-i~~~eit·ilrdfil'Mri''f~\ltte~ r· ·· 


'j·,~-~~i·~·~&:~l1~~~Uil~j:~Jb¢"$u~eb-offue.·¢f?nV~@nt()''Mr~·Tourrt;;'N£t~·Gerst, 


' 	 . 

1(},~ ..j'~fl.patticitmfi.tig fu SeV~~ ~ilV~UOnSiaftd.¢';nuufe:ichanges..tnOt art,Juhd · 
,. 	 .~ ·- - .._ 

F.ebmaryt~ ~a}'.'20Q7 \Vith!qther inttividual~at~GOI~an S~~l>Qut wh~ther 

GoldnianSachs.sboo~d ~eep fQr i~elfthe ~liortpositronresulting from buymg 

mailto:j�,~-~~i�~�~&:~l1~~~Uil~j:~Jb�"$u~eb-offue.��f?nV~@nt()''Mr~�Tourrt;;'N�t~�Gerst
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CDS protection, rather than selling SJich protection on to Paulson: During these 

disriussions, I advocated pas5ing the protection on to Paulson because I believed 

that the Reference Portfolio for the 2007-ACI transaction was ofreasonaOle 

quality in relation to the market p.dce for the. protection;and in fact ofstronger.. - . 

·quality tl:)an portfolios for a number otCDO transactions being_marketed during: 

.the frrsthalfof2007 that also primarily ~i~~ced recert(vintagd'~bnilii 

RMBS and rel~edsecurities. 

II. Forthe same reason, I suppOrted the decision.for Goldtnan:SachS to :enter into CDS 
. . . . ' - - ... .~ 

transactions with Paulson ~dABN(inteimediating for ACA}tlJ.at resJ_Ilted in , 

Goldman Sachs taking an approximately$91 million ~otionallong exposure on tb~ 
- . . ''fib­

.45..:50% tranche oftheReferenet: Portfolio. 

Portfolio Selection Agent 

·12. In orabout DeceiJ1ber 20().6 or January-2007; it·was"decide<t~o have a pnrtfoli? 

.selection•agent.se~ect the reference portfuli9 fdrthe 2007-ACl ttail~ctioll. Tdo 

nofr~l who first ptot>osed having a portfolio seleet~t:>n agent.. 1 pgn1itipated in . .. . . . . ' ~ . ·... . .•. ·.. .• .• ·. .. ~~ 

various d_iscussions and e.-mail exchang6S_a:boutposs!bl~portfofio st?l,ectionagents. 

13.· ~.·l;:tte 2QOCi;.tlfld;*h.e'~:Qa1f~~Q~9;;·;f,;w,~,intqest,ed,bi:bUiJding:the 

.. ·: ;.~,~~fiFihi:: 
.· ••• .-:. $.;. :ttt:0II~~t.itjve~arl:et)~o~;s~ie•~.~~~etef~re/in·:the:-~~~f1;b~·~7~ACf 

transaction;! was ~terested thata weiJ-quruified po.rtfolio selectjon ag~t be 
; • • • • • •· * . • .­

'forour desk,with ACAand .fuvesfors-in:Rrttir~AB}\<roS'deats::• :···· . . ,. . .. . . . ... . . . .· . . -. .. ·. . . . ~ ·. . . 

http:ACA}tlJ.at
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14. 	 Ultimately, ACA was-engaged as the Portfolid Select~on Agent. Although I did 

not personally know well the professio~als in ACA's CDO management tealll, 

based upon my knowledge ofACA's prior transaction experience and reputation in 

the market, and the views ofothers at Gqldman Sachs who did know ACA, I 

.. thought ACAwas well:-qualified to act as the PortfolioSelection Agent for the 

Z0(),7-ACr transaction. 

15. 	 I believed th_at ACA select~ the 2007-AGl portfoli()~ Aitfiougtil-do-nut recall. 

being part of<lilY disct,issiorts withACA, I saw ,the ACA engagement lett~r, dated 
. '. ' . ~ ··, .. . :- . . . .. ~ 

, Febntary 15, 2007,: andthe Portfolio Selecl;ion Agreement, dattxl April26, 2007~ 

· These documentS indicated to me·that ACA liad undertaken to.select.:theReference · 
; 	 .· . . .. ' . ·• .· . ·, -· ., . ·". 	 . ·. 

. . . - ' .. -~- - ­

· Portfolio. Further,· I saw_the materials thatACA suppJied for tlie Flip Book; .which . ~ ·•· . .:- . . . _- . . . . . . . .. . .. . •,. ~ 

- ·. 
. described _the manner in which .ACA reviewed, ev;:duated, .and chose-obligations 

•. . ' ..- ., .. · .· ., . .· ' 

for portfolios. -I also sa.w e-:tnaiLtraffi9 be~een the Goldmmi Sacbs deal-teainand 

. AcA jndic.at~g that Paul~~m and ACAwere:discussjng the ~s ·to ind~de in 

the portfolio ... I did not ~onsider another Party's sugge:Sting.-possible RMBS to be 

included in the portfolio pr conui1enting on.the RMB,S designated by the Portfolio. . . . . ., ··~./.. . . .. . . . ·.·• .. . ~ 

S~lecti~:Agent,~:he~st~nt~th~~~~0,:1~{i)-::$eleCtior1Agen~·s~eetiO(l Qf·. 

·rn,~~·'. ~-~;~:~~~-fu . 

-;. ''<' <d¢ei~C'which ~s;w(}u1t1t~-includ~~'ih~·llQrtfolio. lundemoodthat.A...CA 
.; ,. ·. ·:·· : · ~·· .. ·"" . ·~;' ~·-·· ····.···;/.·'<~ •···~, ·.. 	 . ~·-

aid refam.81ld ,ex;er~isetl\(ltauthoficy.; ACA's :~eci;Sion,to pUt9hase $42 miflioh in ­

:4007:-ACl n~ies an.d1!Q ente.rin~ a-$909 million·notionalvalne CDSreferencing 

··the 2o07...AGi poftfolio:'finiher ·fudicated to methatACA beljeYed that-it had. : 
~ 	 ·' ·;·.. . . . . .· -. 

5 
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. selected the portfolio iri acoordiince with its pt~fession~l standards and 

representations. 

The2007..ACl.Offering Materials 

16. 	 It did not Oc.cur to me thatthere wru; an:Ything misleading abOut the statement ·in 

the.of(ering.materials thatACA had $cle~t~ the portfolio, or that Paufson~s 

involvement should have been described 'i:~e offering~~~enals:?.f~n~ei'Si~
' .• "" 

··.th~tMcKee NelsQn, the Jawfirm representing Goldrrian's?iehs o'il ~th ofthe. · 

ABACUS tmnSactiOns,{bad ~rafted tli~ Offer:Ing Circul~. l un9erstood th;it, 3$_a 

generatma~er; McKee Nelson·tJpieally.reviewed each ofthe·of(ering docl:Jme~ts, · 

and i had no reaSon to believe that.proeess was not followed here. l also . ' .. . . . ' . ·, ­

·. ~ .. • . . 
.nnd~i'StoOd that the offering filaterials had been, draft¢0 or eat~futly rev_iewed·oy 

Mr;; Tourre, an experierice(f"ancfhighly capable (Jolt:fnial:l SaclisVice Prciid~t, 

who bad wofked with me.on each ofthe piior @ACtTS ~saciionS, or Mr. Gerst, 

·anon-practicing att;bmey Whose fortner:lawpractiee. at McKee Nelson.had fqcuse& 

-on·structuring synthetic CI>o. transaction~.. .in~ludirig. prior ABACUS deals, as well: · 

·asdraftif;lg;and.revieWfng ofrering.d~uments-<tSs~iatedwith thOse transactions. 

" " . . . .. • . . ··.· ~·~ p: ··. :•... : -, ..~·-- ~ ,·>·'!--·: .' :·' · ': ~ - ,i,-~·- . -· 

· · . ·: · ,.;<AldiD~glirldid,:,ftot patfii:;~.d~y;:l::~lliat~.. Toini'e'·or:MJ;..·Qerst had; · 

<T~-,~~,~-~~t~#r·~~-i~ul~·iif:d~J.~irt~~~; 
•• • :.~~f.fG_iteoJdbt~id)acM'~1Dtdrhi~)att~·~s§g~~orttiy bfdiScnssion~ ~ l also.•.Y 

.	:uitd~rstoo(fihatACA andP~tdson-we~ familiat.witli the 'facts of.the·tf.an~ction, 

andnpbo<ty.t6ld.nie thafeithertHeybtfuty6rte else~ad sugg~Jl}at th.~ offerillg. 

' utaterla~swere notaccutat~ ofrequked·t~vision>::( :··: 
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·17_ 	 I am familiar with market practices concerning .otferillgs for syrithetic CI)Os and 

related offering materials. Such transactions must by definition have at least one 

party wpo is interested in. ·purchas.ing; protection •because the .protection buyer,s 

paymentS·iUnd •flle in..ter¢st payments to the purchasers of.the notes. ~it my 

experience, partie~ who anticipatepurchasing protection customarilyparticipate in' 
. - - ~-· .. ·, ·"- . "!.·."· 

the selection ofreference obligati<;ms. 1 !relieved.that tllis jmic(ic&{was 'Y~rt·· · 
. 	 . ·... . .--. . . ·.· ·:? .• . ..·... . .. 

. 	 . 

pnderstood among such QUalified InStitutional Buyers~ACA<htd·IKB. who 
; 	 .·. . ·.-.---- ___,-. - ; -- .. -·· .... :, ·' ..· ...•. 

.themselves .Were noto,nly inv.~tors.in synthetic CDQs but(llso were actiye 

participants in. the corist:nlction of,such products. · 
'.. . . ~ 

I~- I <UJl ,not aware ofany ma~ket .practice ill ·such syntheticCDO. transa.ctions of 

d~cribing in offering materialswho'l'portfol{o mMager~ portfolio $elec~io~ agertt, · .... 

·or.s~ilar entity·might .have ~nsulted mdvho rriaY have suggested.ob~igatiqhs to 

i11clude jn the.reference portfolio. 

19. 	 Ill tbe:2097-ACl,~saction, as i.n other ABACUS iran.sactions;J understo()d that:. . . •· ··-	 - . -.· ··- ·.· .. ·"·· .. ;_·. '_, ... 

the investors considering the.pUr(?hase ofnotes were proyid¢<1 witlrdetailed 
. . ·• . . ·. 	 . . . .. . . ·. ·····: . 

~information on each obligation to ~~ inclu9edjn the Reference Portfolio. I also · 
,·. 	 ·. ; . 

··,.·· 

·.·•..: ::.·.~t<:}t.•.i..';.{.~-.-~...r.:.~,:-~.}.~.·:.-.~-···.:...'.·.nn.··-'.·.:..-.au.::.·.;·".-~···.~·IDfJ·.J:~.·.·.·.~.'.·...:.Il..;~".··.·...r. · ·&~11l6~·.~)i~g~_~f~S~sn~i='Qfher-offefuig · . · . -· 
..•....: 	 · .....'~.····•·. --:-.·:. __ _~ _._,"·-· ~..-.. _ ·:- ~ _ .. ,.··_ : ...__ -~~:;- _,:~·t\!'..f::;:::~<';·::?,~;:~::-:.-:~~}~~,r~<sSt~~;-tZ+.~--~:~.?Mfl·t~~-;:r,.:·:._t~~;~}~:_<~-; 1 ·1-.:}·~J'{·~f:}.-f:::l.'·:--::: ·.t~ -t:~,.... __ 

.. .; · -. dfsctosm~~ nd·otber.s~~rces.roat ·~rovi.d~ hotrie ..Pri~.4~t<t .tmd futoimation6n . ·..:· ; .-~ _.- :.:_~- ~- •:{'• . ·.·.: ...·. ·--~, . ~-· -·- . ·~-;~ .....-:: ... ·_, ...-··.-·--/-:: .· .... 

oftnformation con~ing ~ch ~bligation.iQclude<Hll-a-COO.. MY,-:understanding ' 
. . . . . - . ·' -- . .~ 

.was th~t spphl~ted :investorslik~ IKB:.and:~C!\ h~~th~:r~so~r~ to ga!her and ... . 
_. 	 - __ ,·.. . . . .• . .- ·.. _.:.~_;··:..-·:.,.. <·· . ..• . : . ·...·· . . .,': .: . ·.·' .' • -. _. 

.. -analyze·-suck ~.·and.'cus~oinai:ily did such examin~jon .and ~~ysiS;w orderto 
- < . .. . -~ . . ·. -., .. ·-- .. ·.· .· . -.--:. . .. :•, . . . -.. --. ' :· 
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make-their oWn judgments concerning reference portfolios and overall 

transactions. 

Paulson 

20. At the time of the 2007-"ACI transactiQn. I was aware ofPaulson because our desk. ~ . . '. . . 

had·done seyeraf• transactions with Paulson as countetpartyduring 2006• and 
. ­

. . . ... . . . .. .· ~ ....·........ · .... . . --' ...:.,· . . .. . ;': j ..·. '~~~;) ~~« ~..:·.:·

bec<;\use I had been informed that Paulson was a custotn.'et.t~fGoldman Sachs' 

ABX trading desk. ' My understandmg in bit~. 2006.and ·th~first}i~lf-ci'r2oo7was 

thatPaulson was a: hedge fund experien~ .in merger arbitrage trallsadiq~. that 

had recently foniled a new fund to take a pos-ition tobenefitfrom its macro­

economic view ift~Hhe .u.~. housing market would deteriorate sharply~· I di~ not 

.. . . . .. . . .. . """" . . : .· . 
. iliink.at the time~that Pauloon had a pmticulady strong rep1.1tation or exp¢rtiSt? in 

the COO orCDS marb;t. With regard to Paulson·s. strategy ofshortirtg the ~X 

· ihdices,. my opinion. at the time Was that PaqlsOn seemed'to .be following a . 

·po~entia:lly·nsky and &st1ystrategybecause its shortpositions appeared t~- be­

largely uilheaged, and because it apparently was exposed to the risk pf increasing. 

carrying _costs in order to maintain its protecti6n purchases. In the case•ofthe . 

2007;..4€1\~onit-tfi~:not ®lieve that :PtnH~n!s interest ~~buymg p~oteenon: 

...:-~~~~~~9t~ii1~~~-~~:.sillJ~~e:~s-o/iti~i~"~~~pa~- .. 
:6~;~cfi;pattr8rit~~RMBs;irere.iJiefude<l'.in'tlte.refere~~Portfoiio. iiho6ghta_ 

-poi'tfelio··bt-OOttly r(lpresentatlve·oflower.-rated2006 vintitge subpriineJirvms 

woulduieetPauloon's statoo-obj~tiv~ of:positioning ·itsetf-for a widespr~_ ~~t 

sharp'dci?linein tlreU$._hqusing market. J.did notbelieyidn-l~te2oo6·a11d the . 

ltisfllaltof2007~atPaulsOn ha<fexpertise in picking spooifle subpritn~ RMB~-

.. 
; .: 

http:iliink.at
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that would be more likely than average to .$Uffyr cre~itevents; or that other market 

parti~ipautsgenerally believed that Paulson had such expertise. 

2l. I do ~(?-treca~lhiwing ~ny conveisati~ns with Paulson about its objectives 'in 

participating in discussioqs with ACA, the Portfolio. Selection Agent. 

Goldman Sachs' 2007~ACI Po.sition 
,. _;.,_:_.. ' . ·...-. . 

. . . . - . . . . _-- . . . ' . . . ?; ... . . -,v:'" ·. . ·-~~~: 

22. .. Our d~sk ultimatelytook a long. p<>sitionin the 2007-A<Jlltnm5actiok Gbl~mau · 

· Sachs purchased protectionoOn.aPproximately $909 milli-qit oftlie:so--i:oO% tranche· 

and sold prot~onto Paulson on $J . biUiotio(the 45-l00%A:ranche. Th~res~!t 

·was that (}oldmag:Sachs bo~:ilie long·madcet and cred~t fisk 'on_~ppro:Ximately_ 

$91 rniliion ofthe45:-50% tranche. - .Partpfthe·n~ason I was comfortable. 

·r~mfuending to my superiors-tllat<totdm.an Sachs assume this_ tradfug,position. 

was th~tldid not believe the2007-"ACt: Reference Portfolio ,to be ofbelow-·. ..... ,. "·.· . . . ,. ,. .. . ... ··, ,. . ·; . . . ..." .· . .. .. . 

average.,crt;X{it quality within the,univ~rse ofBaa2.:..rated 2006 vintage subprime 

, 23. At the time;thp 200,t-AG1 transaction and the related• Pauls~n-CDSwere ·pr!ced, 

oP'r desk estimate& that the netrevenueS from-these transactions were 

~< -
. ..... ·~. 

·24_:~.-._-_. ';:~K~tl¢i$.l~~ib~t ttt~;sE~fStf~~eofizei;:!fiati~uibt·to ·ar~dv~rage'~foi: th~ 
_.:bert¢tit;«;>f~aulsQn in tn~:ZOOJ'-AC~ :trade. This -is certainiy·nofthe case. Myview· 

~t djaftimt"hr{a5·t~Utt ·Il<JJ.. WaS~ ~ajor cu~onier for Goldman-Sachs generally and . · . . ~ ' '·. . - . . . . ·•.. . 

fuqn~,~fficiJlfy•.:~-~oneDfUI~ lmgesrCOO,investorsj~;;tfte V~orld with' 

-,_ whm1lwe,htl~ @ne_,s#bstantialbusiq¢$i~ctuding ~·priorABAcus transaCtions . 
•· . ·' . . .. ',· . ..... ' . ·-. ,. :·: •' '.; ' .· ~ ... . · .. · ., 

9 


http:superiors-tllat<totdm.an


FOIA CONFJDENIIAL TREATMENT REQUESTED BY/ONATHAN.EGOL· 

customized to suit IKB's stated preferences. Furthermore, during the fourth 

quarter ofl006 an~ the first halfof2007, 1 was discussing with IKB a number~f 

. · potentialtntnsactions sepatate:from.2007-ACl. I also understood at the time that 

IKB was a citstomer ofGoldm<m Sa~hs in other businesses. At the titne, I 

recognized that Mr..Tourre had focused on developing a buSiness relationship and 

• • . ' . . . . . . - -- - - . ." . ' :< . • . . ~:. .~ . ,- ~.- •• • . " 

dialPgl!ewith:Paulson,. butl"did:not personally view:Pati~Wn ~o .~~>importkUit a.. 
- ~ . 	 . . 

·Cll~tomerofmy desk .as I·vi¢wed.IKR Ill the 2007-AC.l.Jr~msactioo;. ~wat:tt~ t6 

be .fair toPaulsoti, by seflmgPaulso~ credit pr()tection at wha~ I viewed to be a fair· 

matk,.up ni the coatext of~e market price for such protec!i()n at the time. I did not 

view such a~tivitles asinjuriQg lKB for the benefit ofPaulson: 

25. 	 l unde;;,tap.d that the.S.ECStaffhas.sufgestedthat I.KB com,mu:nicat~ lo Goldnlan · 

Sachslhat.it wanted toavoid ri.sk and tbatit preferred to do atrahsactiortwith a·. · . . . ·.· . ' 

.m~g~.impl.¥iflg.thatthis desire ofiKB. mQtivated Goi~Irian Sachs to eng~ge .a. 


. . ·Portfolio Selection :Agent on the 2007-ACI transaction. fdouot b~liev~diat wa5 


Goldin® ~~cbs>. inotivatien. 'fhee.:.mailexchanti; dated Novembe.t 23,2006, · 
. ... 	 .· . - '. .. . . ·. 

ainong,Michael Nartey; Mr.To~e..me, and others does not .support the SEC 

Staffsclaim;. Mr. Nartey's.e-:m~n.-~is ·reporting f4a~ for,,.~~tiq~s. ;wit;tlotlt a­
. . -	 ; . . •. . . . . -. -~. " . .• " ..~ 

·c:m~ager,~mU"woutU..f>r~ly~nly~pp~:oveAA .and·4AAinvestmen£?•. m 
- ··-~ ::·. .. .. . .. . . 	 . ·: . 

~ ·- -· ;; 

.. 	 . 

.·~·HJ·,.~.;~i::~().tj-~:l~.~;ii~·m f.ictp~~af~fuvestpjent" Other,~~:oftlle e~ 

·~ail $tl:itigrefer:~q. a·':~naged1>rog[ramJ.~\Vhich M.r:.Nart~y8ays.~• "~svery·. ~ . "' . •· . . . .. .. . . . 	 ' .. •· - . .-

~~no~~·: : TI!~·'~anag~:pro~~~: «n~ceet~as·lil.• ~mpJete~ydi~erent 


,,·,.<.-cti,o~;~n~t :frQm tl.te 2007..;A<;:l.trai~~actio!l., whf.c~·~'Sta~i¢and· 
. ·•·. . "... .·~ . . . - . .· . .: . . .• · . ,. .. .. 	 .... 

10 
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.FOIA CONFlDENTJA£ TREATMENT REQUESTED BY.JONATHAN EGOL 

Refere;.nce Portfolio, for instance by removing poorly performing securities during 

the.Hfe ofthe tral}sactiOn7 In the 2.007~ACUrausaction the Portfolio Selection 

Agent had no continl]ingability:to atfectthe Reference Portfolio after thti.notes · 

were sold. 
. . 	 . 

26~ 	 I undersumd tJ:Iat.the SEC Staff has also cited my comment"we h~V:e to push" in 

ao e-mail, dated December l7; 200§,seemin~ly· sugge~rr~~ti;<:ttif~& propo!)ing 

that we «push;' IKB to take more risk in wfJ.at the SEC ~ffappareiitfy ~lieves · 

refers to the 2007 -AC I transa~tion. The e-mail does not refer to «pusJ:Iing'' IKB at 
• 	 .. " . •·• . ·. ···i····.· ·. ·•· .•__ :· 

alL My e-mail is responding to Mr. Tourre's comments rega{ding levered su~r . " ..•. 	 .. .. 

seniorf'LSS") transactions. Jvtr. Tourre had noted earlier in the e-mail ~hain that . .·. . . 


IKB•was at}prov~d to· inv~ in LSS tJmsactions, which referred to a type of 


· tians:action th~t was relatively common iu ~rporate-synthetic COOs itt the time,
. ' .. .;.; . 	 · ­.. 	 .. · -. .. 

but was much less common for mortgage-related synthetic _CDOs. At the time, a 

numJ,er ofCDO underwriters inCluding Goldman Sachs were .requesting criteria 

from the ratmg agencies forhow such .tss transactions referencing subprime . . 	 . 
•· •... . 

RM!lS might be rated. My comment respondS to Mr. Tourre's statement that 

·"Let's not a5sume we ca~ get.mezz deals. done;"by which-l·understood·he.Jriean~. . 	 . ; . ' ' " ~ .~. 

:one s~oUJd QOt ass~e:th~t the~g agencieS would rate LSStmnSactioos 
' ~. 	 - ~- . .·• --~- . '- .. . - ..· -. . - .. . . . .. . 

referencing ~ezzanine portfolios (e.g., triple-~ .rated subprime RMBS):' Mr. 


Tonn-e also noted, "[JJ!tin.g]_agencies are too risk avetse rightnow•..• " By this I 


underStoQ<:I he was re{ernng to the fact that rating agencies wer:e r~Iuctao~ to 

. 	 . 

es~lis~1~riteria for rating such fl1msa~ions, in.light ofthe priee volatility thathad 

recently b.een o~servedJn t~e ABX indices. The idea I setf()rth in. this e:-~ail 

II 



F:OIA CONFIDENTIA:L TREATMENT REQUESTED BiJONA.THANEGOL 

chain was to propose to .the rating ·agencies ~· 3x l.evered structure (in contrast to th.e 

lOx or higher level1lge cotrUilon in corporate LS$- transactions at the time). My 

statement •<we. have to push'' meant push to get feedback from the rating agencies 
' 	 . . 

·on the crit_eria to rate this type ofproposed LSS transa(ition re~erencing mezzanine 

subprirne RMBS portfolios. 

27. I de,clare. the foregoingii frueundet penaltyofpegury... 

-Dated: ·	NewYo~New YoriC 
· February24; 20<>9: 

··.: 

12 




Privileged .and Confidential 

Misreprese~bitionChart 

ElbactiS.ho..1o911.goldman.toime.adion.memoJinat4J.1o:.doc 
.tast$awd::.411/2010 1:0(lPM . . . . . 

http:ElbactiS.ho..1o911.goldman.toime.adion.memoJinat4J.1o


k'"''"'""'"'.-. ~. ~i:.:;;;;:J • ' . ·" " ' 

sentations and Omission ~n the ABACUS 2007-ACl Offering Materials 

¥e.~.60 WARF target.R.eforer.~.ce Portfolio selected· by ACA con.sists qf90 Baa2~rated mid~prime 
, ,,,... Ji$U:bprime Rlv1BS bonds issued overt.he 'last .18. mont~s. · , . . ~~-ri~~· 

Pottfo.lio Selection AgenTfias---seticieCf~ targeFgraniilai- R?jerimce Portfo·lio containing 90 
·'~ly .sized:(by:notional· amount) .Reference. Oblfga,ti011sfu,llY. ·di$dosed· to inve~tors." 

...,;.,·:·. "· ··secticm g,eneraltytiesCribei7i-cA'Manage:ment and. its rel~ted companies. . This .section is 
';~.·-·l;;·~.·.n~~ed.· to pre,sent i~v_est~rs. in .the ~af with an overview of t~e Portfolio Selection Agenti its 
;~(.'~frtl~'IP:l# and thezr ·qu(l..lifications, a.nd tts mvestment process/'.... ·.. ··. ,· . · . . ., 

,· 

:~~~itional misleading aspect of~~~ti<;m: a critical aspect of the portfolio sel~ction 
::~lt>~~¢.~ss .:. paulson's ll\Y(.)1vernent and .inflU.:ence - is ·omitted from this description! 
4('~··AEA !'ABQ~Cred.Itsefed:{qfi PtacesS'If is tlefcnbecfa$ includittg a three-partlinafysis that 

r~~'flil!l~·. p~rfontf;ed/' .·. . . 1 

1 .~d,~itiortal misleading aspect a£ s.ectian: a critical ~spect.of tf\e portfolio selection 
ess ~·I'at+lson.'sJnvolv~ment .and.i1UJ1.1~n.c~ .:""l§9¢itte,q~rom this description. 

P.opf~Ji'~ • . . - · ·:r ---··-rc·. '':~,i~':TftP~rtJotio.sel~&tion ~A,~erd is h.irf~y-appointed •tocfere:rrrzin~:Ylndsefec(sp~CifiFReference 
Selec~~fl1.1 f,t.gent. .. · , :. t)B[t qtions to be mcluded,tn ·the ImtialRe e.ren.ce Port olw .... 11 

• 

As.te.ero.E!nt· ·i :. :;~frhe Portjo~i9 S.electio1J. Agency shall e~ercise· the degree. ofskill -~nd care consistent with·. 

r:,,:~X,)tf'd~es

tindusfrj; standardsfot th~ S.electionofa porifqlfo ofinvestrr(ertts\'similar to the investments 
.·~~scribes in.the.CreditDef4ult.Swap and that which the Portfolio SeiectionAgent customarily 

, Wit~ respe9t to SUCh {rt,'pestmerJts· seler:tedfor .its clients substantially 'similar 
~;f'.'tJtafi$ac#otts and, itl q.rrg event, tO ·actin,.a:eommercially. retlSOrztible manner in dischariin't! its 

I: 
>·· 

,, . ·~ 

.... ''! 

.•· ~ 
::;'· 

http:e.ren.ce


~ttl.'i'Un;try of·;~~~~$entAtiotta and. Omission in the .ABACUS 2007-ACi Offering· Materials. 
' . ' · ... •; ... :.·····. .' · ' 

. • .·1'1:\e otntssron ot 
tnt~nQ.~d.to ta.ke·a ~l~~~.. ·'. ··•·.·.. . ·• ' . 

CDO irivestots' 1f'ltj:),.~QtJ::, 

·etna11 (ACA~{JJ3A9tJS 
2007·AC~ .;Q000390849) 

~,¢pll:at~ral.selection pro~:i~ss' chat\gea th~.p.orttolio .-had PaulSon not participated in 
po~tfolio would haye.,bee,n'mat~riallj; 4i#erentL" , ' " 

~el,E:cijon · 6~ the re.tere~~e 'pot~olio is esp~ci~ly import(lrtt giv;en that P~ulson 
POsition on the <;DO· i.e.~ that Paula,bn's Jntere$fs were d-iametrically opposed the 

·' .·..;: • '.. . ,,·· ··, •.· .. 

·proce$s inch.1ded: (1) ,proposing a list of 123 asset~ .from which ACA selected 
de fa~to ve.to auth,:oi'iry over all othe'r. ~assets ~ncluded in the portfolio; (3) 

;t¢ristics£pr.ea.ch:additiqnaJ re;er~nce assetincJuded in the portfolio, 
' rem.ove reference as~lts from the p~rtfolio. ' ' '" 

..·$,:i~9Fe in t1:1e·:port£olio $election emphasizes the unpo.rtance of this .asp.ect o£ the 
' [ 

~:: ' 



~.Sjiittirirui:O.f'~~i,t:esel,\bttions andOmission in the A.BA.CUS Z007-AC1 Offering Materials 
,,.,/ ..,.. . ' 

· 1.22~2007 eil,iail $rom .A~~sponds to P~rt.tlson'scpr.opos.alby drculatin{a spteads·heet showing which of the .123 
ACA ~o·<;3olclman (ACA· n~~¢s prop9sed by Paulson ·m,et ACA's a.pproval. 0£ the 123.names,. ACA approves 55. 


,ABACUS 2007-ACl• , At;A·proposes anadditional s·et of 31 new names, which Paulson is to review. 

00.002341) ' ' ' 


· · 1.27 :o7 email £ron1 ACA 1.\0.A.'sLaura S~hwartz pt~ets withPaulso;n's Paolo Pellegri.ni atJacksonHole, Wyoming. At 
to Goldman (ACA,.. th~~~ 'ttteetJ:ng, Schwartz and. Pellegrini discuss·the proposed portfolio imd 'exchangeviews 
·AI3ACUS 2007~AC1- ort ~Itiererit names that could be included. 

0000>l19253)
. ' . .. 

4<CiiFai\irf>atiison personnel-~eet Iri;NevTYbrk~to-:£U~her~excliange.vfews-onthe-r;o-rt£0Tici: 
A.BACUS-0000304 t33·39; 
2~2~20q7'etnails· (ACA,· 

E9l:Jiili~g,this x;ne~tfng, Pa.ulson·'t1.nd ACA.have reached agreement on 82 namesJor . 

ACAo.ABAOUS 2oo·7..AC1· 
 fnl!!l\t~ion ih the portfolio. 


'' '00003041 33-:39} 
 ;'> 

·Pa~f$~n-resendsa~portfoliobased6n-the prior me.efing, asking i£ ACA agree$ with the 

ABACTJS.;Q0003 0'4133-3 ~) . 

2.5.07 em~il (ACA­

names; · 
2.46.07 ~tnaU (ACA~ ,Pa~bnai:td.---:AcA. reaCh.agree!rtenEon'tlratt portfoHo of 90 names. 
ABACUS '2.007.-ACl­

\ 
I... l 0000~0467i) 't 

\ 

,.·• .. 

.... 

'• 

http:Pa.ulson�'t1.nd
http:Pellegri.ni
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RE: ABACUS 2007-ACI (HO-I 0911) --Draft action memo is attached .... Page 1 ofl 

RE: ABACUS 2007-ACl (H0-10911) .... Draft action memo is attached:V44t2oo910:43:27 AM 
From: Muoio, Reid 

. To=r)(7)(C) 
Cc:i 

Top ENF priority. 

From:._ll<7~_,--------'<b_ )<c ) 
·5eht: Tuesday, November 24, 2009 9:42 AM 
To: Muoio, Reid;l <b)(7)(c) 
CC: l(b)(7)(C) I 
~Ubject: RE:.ABACUS 2007-ACl (H0-10911) --Draft action memo is attached ••.• 

From: MuoiO', Reid 

sent: .TJJesday; November Z4, 2009 9:35 AM 

. •· · l(b)(7)(C) ~ ·~ (b)(7 )(C ) 
To• . Enforcement Arnor Memos·1 GC·Advance Review ENF Memos·L______, ™.-UAISON·ALl; #lM.·ENFORCEMENT LIAisON;.____-' J<b)(7)(C) J '. . · 

Cc:: SCal'boro, Cheryl; MuOio, Reid; (b)(?)(C) 
'-------~----------------~ 

Subject: ABACUS 2007-ACl (H0-10911)~ Draft action memo is <ittached. ~ • 

• . . for your comment and review. This is a National Priority case against Goldman Sachs for conduct related to 
the credit c:risis. We have resenied ·a spot on the Commission calendar for December 17. To make that happen 
we need to ask ever)tone for comments on or before December 2 .. Good news.is that the memo clocks in at 20 
pages. The balance ofthe attached file is Wells submissions. We are prepared to meet and discuss at your. 
convenience. Rei1 (b)(?)(c) [ . · . 

<<File: abacus.cdo.ho.10911.goldman.action.memo.11.24.09.pdf >> 
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Page 1 of3 

Unknown 

From: Cohen, Stephen L. 

Sent: Thursday, September 17, 2009 9:58AM 

To: Muoio, Reid 

Subject: RE: ??? -- I'm concerned we know nothing about this 

From: Muoio, Reid 
sent: Thursday, September 17,2009 9:57AM 
To: Cohen, Stephen L. 
Subject: RE: ??? -- I'm concerned we know nothing about this 

I'",, '"""'" 


From: Cohen, Stephen L 
sent: Thursday, September 17, 2009 9:52AM 
To: Muoio, Reid 
Subject: RE: ??? -- I'm concerned we know nothing about this 

(b)(5) 

From: Muoio, Reid 
sent: Thursday, September 17, 2009 9:51 AM 
To: Cohen, Stephen L. 
Subject: RE: ??? --I'm concerned we know nothing about this 

From: Cohen, Stephen L. 
Sent: Thursday/ September 17, 2009 9:47AM 
To: Muoio, Reid 
Subject: RE: ??? -- I'm concerned we know nothing about this 

Of course. Joan andLI<b_)<?_)<c_)------'1 Joan was at the most recent meetings. 

What is the concern? 

From: Muoio, Reid 
sent: Thursday, September 17,200~ 8:32AM 
To: Cohen, Stephen L. 

'1/?1/?.01 0 

http:1/?1/?.01


Page2 of3 

Subject: Fw: ??? ~- I'm concerned we know nothing about this 

A_·••_n:_~_e_a~-ho-~n ENF is involved in this? Reid'-j<b_)< ?_)< c_)___J 

Sent from my BlackBerry Wireless Handheld 

From: (b)(?)(c) 
b (7~~__L_______,flj<bl ~ )To:MuLo-io-,--R-e~.~~;"<~)~)(C ) b)(~7)(C~--------------------------~ 

Sent: Thu Sep 17 08:27:40 2009 '---·--------------' 
Subject: ??? ·-· I'm concerned we know nothing about this 
SEC Will Examine Insurer Settlements 

By KARA SCANNELL and SARAH N. LYNCH 

WASHINGTON- The Securities and Exchange Commission has set up an agencywide task force to examine a financial product in which people 
collect cash for selling their existing life-insurance contracts. 

The product, known as a life-insurance settlement, has come under greater scrutiny following the financial crisis. in recent months, Wall. Street firms 
have begun securitizing the products by slicing them up and selling bundled pieces to investors. 

Regulators are concerned about the securitization of these products and whether those who are selling their life-insurance policies and those buying 
them know exactly what they are getting, according to people familiar with the matter. 

Some see echoes of the residential·mortgage market, in which pieces of mortgage-backed assets became widely distributed among financial firms and 
few people had a good grasp of the value of the underlying mortgages. 

SEC Chairman Mary Schapiro asked her staff last month to open a task force that pulls staff from several divisions including enforcement, trading and 
markets, and corporation finance, a person familiarwith the task force said. 

"There are many questions raised by life settlements -from sales practices to privacy rights to the role of securitizations," Ms. Schapiro said. •And the 
answers could help determine where more oversight is needed. This Is a growing market and we want to be ahead of it" 

The life·settlement industry says if is unfair to compare securitized life settlements to other products like mortgages or derivatives because they have a 
permanent value and aren't subject to the same kind of volatility. 

Financial companies see the market as beneficial to seniors who may need the extra cash and investors who purchase the contracts. 

"They unlock money that is otherwise tied up in a future promise to pay that may never be realized," said Doug Head, executive director of the Life 
Insurance Settlement Association. · 

The SEC is trying to get a better handle on the breadth of the market and how the products are marketed and sold to investors, said the person familiar 
with the task force. Regulators also are examining what should be disclosed to investors given that the underlying insurance policies that include private 
information about the insured, such as health information. 

Write to Kara Scannell atkara.scannell@wsj.corn 

mailto:atkara.scannell@wsj.corn
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Branch 

Chief 

u.s. 
Securities 
& 
Exchange 
Commission 
100 
F. 
Street:, 
N.E. 
Washington, 
D.C. 

20059 


(b)(7)(C ) 

;:; 1'1 1 /'11\1 1\ 
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meeting Page 1 ofl 

10/1/2009 1:33:41 PM 

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

Securities and Exchange Commission 

100 F St., NE 

. Washington, D.C. 20549-401 0 
( b)(7)(C ) 

I· 
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Priority Case Updates Pagel of2 

9/2/2009 3:13:11 PM 

Thanks Reid,. we'll go with December unles.s we hear from Cheryl in the next 5 hours 
(b)(7)(C) 

From: Muoio, Reid 
Sent: Wednesday, September 02, 2009 3:12PM 
To:l<b)(7)(C) l (b)(7)(C) 
Cc: ~ Scarboro, Cheryl;l'=~=====,.--J 
Subject: RE: Priority case Updates - ABACUSCDO(Ho=lo911) 

We expect to receive Goldman's Wells submission on September 11 and have scheduled our first Wells meeting 
on September 15. My guess is that there will be at leastone more Wells meeting in October. Assuming we 
decide at that point to move ahe.ad with the current proposed charges, we Will not get onto the Commission 
calendar until November. That is the very quickest I see this thing moving forward. There are a number of wild 
cards that could cause further delay. Most immediate is the interest of the newly assigned Trial Unit attorney to 
expand the scope of the proposed charges significantly to include additional individual and entity defendants.· 
These will have to be resolved somehow. Then there are the possibilities that Goldman raises issues during the 
. Wells process that require follow-up investigative efforts or expresses and interest in settling - all of which would 
require additional time. Unless Cheryl objects my preference is to reset the target date to "December.2009." 
Reidj<b)(7)(c) I . 

From:l<b)(7)(c) I 
Sent: Wednesday, September 02, 2009 2:55 PM 
To: Muoio, Reid 
Cc: l<b)(7)(c) I 
Subject: RE: Priority case Updates~ ABACUS CDO (H0~10911) 

Reid: 

The Initial Target Date for ABACUS COO (H0-10911) is "August 2009" (in blue box). We revised it to 
"September 2009". Please confirm if you would like to change It to another date. 

Thanks and regards, 
(b)(7)(C) 

Division ofEnforcement 
U.S. Securities and Exchange Commission 
100 F Street, N .E. 
Washington, DC 20549w5546 

l(b)(7)(C) I 

From:l(b)(?)(C) .................................................................. I 

Sent: Thursday, August27, 2009 9:58PM 

To: l<b)(?)(C) I 

sull.iect:·Fw: Priority case Updates 


file://c:\rlocnment~ anrl settim:rs\~P.nmhPT60~\loC'.al sP.ttim:rs\tP.mn\Yl\~1 \email htrn1 Sl?.S/201 0 

http:settim:rs\~P.nmhPT60~\loC'.al
file://c:\rlocnment


Priority Case Updates Page2 of2 

I'"'"''" 

(b)(7)(C) 


Here are 3 ofmy AD group's weekly priority .case updates.! ould you please provide .updates for J&J and 

GE? Thanks. Reidl(b)(?)(c) 1 ._____ ____, 


(b)(7)(A) 



49 




_ _ _____________, 
(b)(7)(C) Canellos Geor e· (b)(7)(C) 

Cc: (b)(7)(c) 

RE: Priority Case Report Updates Due Monday, November 2 by 3:00 EST thanks Page 1 of2 

RE: Priority case Report Updates Due Monday, November 2 by 3:00 ESiF4tbadks47 PM 
from: Muoio, Re;;;:id~·"""""--~---------------.,

7To: Muoio, ReidLIl< l<C) =-------------L__----,<b_ ..-r;""

Cc: ScarbOro1 Cheryll<bl< 7l<Cl 


ABACUS COO (H0-1 0911) ....: update. We expect to receive a response to our hypothetical from counsel for 
ACA Capital at 3:30pm this Friday November 6 at 3:30 pm. 

From: Muoio, Reid 
Sent: Monda November 02, 2009 1:55PM· 
To: •(b)(7)(C) 

Cc::. SCarboro, Cheryl; Muoio, Reid; b;l
7 
,)<c,) """"""""""""""",.......,======~
<b,)( 

subject: RE: Priority ease Report Oi)Ciates oue Monday; November 2by a:oo EST thanks 
(b)(7)(A) 

From:l<b)(7)(c) I . 
Sent: Wednesday, October 28, 2009 12:06. PM l(b)(7)(C) I . 
To: Romero, RoseL.; Korotash, Stephen J.; Hoerl, Donald M.; Addleman, Katherine S.; 
Fagel, Marc J.; Dicke, Michael S.; Gordon, Glenn S.; Tyson, Rosalind R.; Petillon, Andrew G.; Layne1 Michele W.; 
calamari, Andrew M.; Rosenfeld, David; Gillette, Merri Jo; Burson, Robert J.; Warren, Timothy L.; Hawke, 
Daniel; Greenberg, Elaine C.; Bergers, David; Dugan, John T. (BRO •· Chion Antonia· Firestone Rick· Scarboro, 
Che 1· Conte Christo her; Friestad, Scott; B""l;;;;ac.;;:;k,;=b=u=rnc:.<--=-R=o=be==--=rt=B=.._.·<bl_< 

7 
l<c_) 

Subject: Priority Case Report Updates Due Monday, November 2 by 3:00 EST thanks 
Importance: High 

All, 

Please update all of your priority cases by 3:00, Monday, November 2. (Last report is attached for your 
convenience). In updating: 

(i) please check all items in the blue box, especially "Initial Target Date (or Revised)H and 



RE: Priority Case Report Updates Due Monday, November 2 by 3:00 EST thanks Page2of2 

"Coordinating" with other regulators. 

(ii) please keep the "Activity in last Two Weeks" field to no more than 1-2 sentences. 

(iii} please check all information in the case name, case number and the main summary. You may {but do not 

need to) make edits to the main summary if it is inaccurate- do not make it longer, if you add, you must also 

delete. 


(b)-(7-)(C-) ____,L·n•d l(b)(7)(c)Please copy me, i . I(cc'd above} on your responses. L
<<File: Enforcement Priority Case Report (10 16 09).doc >> 

Thankyou for your help! 

(b)(7)(C) 

Division ofEnforcement 
U.8. Securities and Exchange Commission 
100 F Street~ N.E. 
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Re: ABACUS 2007-AC1 (H0-10911) ·-Closed Commission Meeting 12/17/09 Page 1oft 

Ok, we'll note that we're expecting this for the 12/17 meeting. You are right that this is the last closed meeting 
that we have on the calendar for 2009.1(b)(?)(c) I · 

Onll/12/09 6:15 PM1 
11Muoio, Reid"r _________,frote:'--)( ?-)( C-) 

My understanding is that the last Closed Commission Meeting this calendar year is likely 
to be held on December 17, 2009. If so can we please reserve a spot on the calendar for 
a significant enforcement matter against Goldman Sachs & Go? Copy of the draft action 
:n~~~~fe~~a~~j~(b )(~e are in the rrocess of circulating the recommendation for comment 

<<abacus.ho.1 0911 .goldman.tourre.action.memo.11.1.2.09.pdf>> 

http:goldman.tourre.action.memo.11.1.2.09
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RE: ABACUS 2007-ACl (H0-10911) --Draft action memo is attached ... Page 1 of1 

You are giving us one week to review an authorization memo.with complex facts, over the Thank~giving holiday. 
Limiting a memo to 20 pages does not limit the complexity of the facts. This is an i mportant case that deserves 
appropriate review time by TM. We will do our best to get you comments by .cob on Dec. 4. If you feel you need 
to send to the Commission before then, please remove TM as a division consulted. 

L..________,I#TM-UAISON-ALL; #IM­

... for your comment and review. This is a National Priority case against Goldman Sachs for conduct related to 
the credit crisis. We have reserved a spot on the Commission calendar for December 17. To make that happen 
we need to ask everyone for comments on or before December 2. Good news is that the memo clocks in at 20 
pages. The balan ed file is Wells submissions. We are prepared to meet and discuss at your
convenience. Reid (b)(?)(C) 

<< File: abacus.cdo.ho.l09ll.goldman.action.memo.ll.24.09 .pdf>> 

file://c:\documents and sett1mrs\searcher60R\lol'.>!l ~P.H1nu~\temn\Xl \l'.?i\P.ms:lil htm1 

file://c:\documents
http:abacus.cdo.ho.l09ll.goldman.action.memo.ll.24.09
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RE: I 2/8/09 2B meeting Pagel ofl 

RE: 12/8/09 28 meeting 12/8/2009 11:39:40 AM 

From: Muoio1 R.er,tid*'v.~---------------------,
To; Muoio, Reid (b)(?)(C) 

Cc: Scarboro Chl:-:e==(blc;=;<"""
?l<c)----------------""'-"'-'~~~~~-'-'--"~~~~~~~----, 

(b)(7)(C) 

'------'Wed like to pull this from today'$ 28 calendar. Thanks. ReidLrb-)(?-)(C-) -~---' 

From: Muoio, Reid 

sent: Monday, December 07/ 2009 11:44 AM 

To:l (b)(7)(C) I==--------------, 


nd M •· R "d l(b)(7)(C) C sea b Chs~~je~: ot~Jsto;·i~ m=~:g e, .;._________________, 
Sorry for the late notice on this one. We sent to memo to the Secretary's office late last Friday and are on the 
Commission calendar for 12117/09. 

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

<<File: Abacus.ho.l091l.Goldman.Tourre.action.memo.fina1.12.5.09.doc >> 
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·RE: Jonathan Egol - timeline Page I ofl 

,
Scarboro, Cheryl 

ll/7/200912;13:00 PM 

(b)(7)(C) 

The answer we got from Klapper was that Klapper will "possibly" continue to represent Ego! as co-counseL 

·From: Muoio, Reid 
Sent: Monday, December.o7; 200911:,1=2=A,...M___~------, 
To:t)(?)(C) ~carboro, ch~ryl;i<b)(? )(C ) 
Subject: RE: Jonathan Egol - timeline '----.------------' 

Thanks. Is the representation similar to Tourre's in that Sullivan & Gromwell is co-counsel to Egol? 

::-----J(b)(7)(C) 
From:~.._.______...J 

Sent: Monday, December 07, ,2009_"".;,;11;:,;,·:~07'--=-=AM:....:•-----, 
To: Muoio, Reid; Scarboro,. Cheryl; l(b)(?)(c) 
Subject: Jonathan Egol- timeline L.________J 

Reid:You asked for a timeline of events on our subpoena to speak with Jonathan Egol, .Fabrice Tourre's boss in 
the Abacus matter. 

On November 2~ we sent a subpoena to Goldman Sach's counsel for Mr. Egol's testimony, to take place on 
November 18. · 

On November 13, after receiving multiple staff requests for an update. Goldman's counsel Rich Klapper at 
Sullivan finally advised that Egol would be separately represented byl<b)(?)(c) lot Lankier Siffert and Wohl. 
Because of this, Klapper advised that testimony would be hnpossible on November 18. · · 

.H~urvember 19, staff spoke wi.t~(b)(? )(c ) land requested that we schedule testimony dates in eady December. 
(b)(?)(c) dvised that he needed time to gefup to speed on the case. 

On December 1, staff aske~o provide a date the week of December 7 or December 14 thattestimony 
could take place. Staff suggested, if it was easier, that testimony could take place in New York. 

From December 1 through Decem~er 7 ffan~xchanged volcernails. First (b)(?)(c) indicated that 
December testimony was unlikely, as (b)(?)(c) equired "time · p to speed and a document heavy case." In 
response, on December 4, staff left another voicemail with (b)(?)(c) tating that the answer was unacceptable,. that 
there had been adequate time for preparation, and stating that unless a firm date was proposed, staff would 
subpoena a~ain for a firm date the 1eek of Decembe • taff also conveyed this ina live phqne call to an 
assqciate of~b)(? )(c ) . _On DE:)cember 4, (b)(?)(c) left a final voicemail stating that because of the 
difficulties of the case, testimony in December was impossible. 

http:December.o7


54 




RE: nyt review Page 1 of2 

12/6/2009 3:26:34 PM 

Thanks, Steve. Hate to bring you more issues and problems . 

.:.----Original Message----­
From: Cohen, Stephen L. 
Sent: Sun 12/6/2009 12:24 PM 
To~(b)(7)(c) I 
Subject: RE: nyt review 

l<b)(?)(c) It appreciate your giving nie full context on your comments. l will review and consider how best to proceed 
within the bounds ofyour request.. 

From:~..,l<b__c)________,l<7 l<_
Sent: Sunday, December 06, 2009 9:44AM 
To: Cohen, Stephen L. 
Subject: FW: nyt review 

Steve: Hope you had a good Thanksgiving with time off for real. 

See the highlighted two paragraphs in this review from this morning's NYT. I think you should be aware ofthe fOllowing: 

I have withd.nj.wn as litigation counsel on Goldman for two reasons: 

(b)(5) 

http:withd.nj.wn


7 

RE: nyt review Page2of2 

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

From~(b)(?.)(~l········ ... ···"····" 

Sent: Sunday, December 06, 2009 9:03 AM 
To~(b)(?)(c) I 
·Subject: nyt review 
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RE: ABACUS (Goldman) Page 1 of I 

RE: ABACUS (Goldman) 12/8/20fJ9 10:58:33 AM 
From: McKown, Joan.ho=,----~----,
To: Scamoro, On:rytl<b)(?)(c) 

Thanks. 

From: Scarboro, Cheryl 

Sent: Tuesday,.December OS, 2009 9.:48 AM 

To: McKown, Joan 

Cc: Khuzami, Robert; Reisner, Lorin L 

Subject: ABACUS (Goldman) 


Joan, 

I got yaur message. This matter will not be on the calendar for December 17 and we will not dis.cuss it at today's 
.2B meeting. I anticipate that we will be ready to put this on the calendar in mid-January. 

Cheryl 

) 

file:l/c;\documents and settimis\..<;;earcher608\loc~l settinP"~\temn\Y1 \riA.\P.tn~il htrnJ 

file:l/c;\documents


56 




RE: 12117 Page I ofl 

RE:12/17 12/8/2009 8:53:25 AM 
From: McKown. Joan 

To:i<b)(?)(c) 


I 

BTW Abacus is coming off but I need to talk to Cheryl frrst so please don't do anything in that regard. 

---Original Message:.____ 
From:l<b)(?)(c) 

Sent: Tuesday, December. 08, 2009 8:40AM 

To:l<b)(?)(c) !McKown, Joan 


Subject: 12/17 

Could you give some thoughtto what items on the 12/17 agenda would be appropriate for the summary calendar? We'll 
wait to see how itworks tomorrow before. making the fmal call though. 

r b)( 7 )(C ) 

file://c:\documents and settings\searcher612\local settings\temp\Xl\c 15\email.html 6/17/2010 

file://c:\documents
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. RE: ABACUS 2007~AC1 (H0-1091 I) FOR REGULAR CALENDAR ON (12-17-09) Pagel of2 

Thank you. 

. From:. Muoio, Reid 

Sent: Tuesday, December 08, 2009 11:24 AM 
to: l(b)(7)(C) I 
Cc: ScarbOro, Cheryl; Muoio; Reid 


SUbject: RE: ABACUS 2007-ACl (H0-10911) FOR REGULAR CALENDAR ON {12-17-09) 


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

From:'=l'b-)(?-)(C--=) ---=---:--:-:--' 

Sent: Tuesday, pecember 08, 2009 10:53 AM · 

To: Muoio, Reid 

Subject:·RE: ABACUS 2007-AC1 (H0-10911) FOR REGULAR CALENDAR ON {12-17-09) 


We need to offer the Commissioners a more detailed reason your matter is being pull.ed. When do you 
·want it re-calendared. · 

Fro01: Muoio, .Reid 

Sent: Tuesday, December 08, 2009 10:52 AM 
. · . . (b)(7)(C) .. . . . l(b)(7)(C)

To: MUOIO, R~1d; CommiSSIOn-Action-Memos; 
Cc: (b)(7)(C) L.._______, 

RE: ABACUS 2007-ACl (H0-10911) FOR REGULAR CALENDAR ON (12·17"09)Subject: 

From: Muoio, Reid 
Se.nt: MondaY. Decer....ber 07, 2009 10:36 AMI(b)(7)(C)

l(b)(?)(C) c ... . Act' MTo: omm1Ss1on- 1on- emos; 

cc:. MUoio;··· Reia································· '------..,...---' 


Subject: RE: ABACUS 2007..AC1 (H0-10911) FOR REGULAR CALENDAR ON {12-17-09) 

<< File:.Abacus.ho.l09ll.Goldman.Tourre.action.memo.final.l2.5.09:doc >> 

~(b)(7)(C ) 

.Sent:""M=o=rr=aa="y=;·=o=ec=e=·..oe=··r 07, 2009 10:29 AM· · · ·m= ·····,.....
7To: Commission-Action-Memos; ·Muoio,.Reid; i=<bl=, =)< c") -----'----,1 


Subject: ABACUS 2007-AC1 (H0-10911) FOR REGULAR CALENDAR ON {12-17-09) 


file://c:\documents and settings\searcher608\local settings\temp\XI\c37\email.html 5/25/2010 

file://c:\documents
File:.Abacus.ho.l09ll.Goldman.Tourre.action.memo.final.l2.5.09:doc


RE: ABACUS 2007~AC1 (H0-10911) FOR REGULAR CALENDAR ON (12-17-09) Page2of2 

Please email the action memorandum in a \VORD format concerning the above-captioned matter to the 
"Commission-Action-Memos" mailbox as soon a8 possible. lfyour matter requires submission ofthe 
money orderedsummaryform,.please email theform with the action memorandum . 

. PLEASE MAKE CERTAIN THAT YOUR DOCUMENT DOES NOT CONTAIN AN AUTO DATE . . 

NORREB-LINING. 

For tracking purposes, please use the subject line above when sending the memo or simply 

"Reply to Ali.•' in this message and attach the memo in your reply. 


Please disregard this messageifyou have already sent the action memorandum and the money ordered 
summmyforms to the "Commission-Action-Memos" mailbox. 

Best reoards 
l(b)(7)(C ) 

Office of the Secretary 
. U.S. Securities .and Exch.ange Commission 
100 F St NE, Room 10904 

f~~z,"lf19lon, DC1 
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FW: 12/8/09 2B meeting · Page lofl 


FW: 12/8/09 2B meeting 12/8/2009 11:46:07 AM 

~m:Mu~~Red1~~--------------------------------.
To: Adler, MarkA. (b)(?)(c ) 

I man.Tourre.action.memo.final.12.5.09.doc 

Markl' b)(?)(C ) IAt Cheryl's request we pulled this recommendation fromtoday's 2B and scheduled Egol's 
testimony for January 7. Cheryl· has asked that we schedule a ·time for my staff to meet with the Trial Unit on 
Thursday 12110 preferably in the late morni or early afternoon. Please let me know what works for you and 
we'll get a conference room.. Reid (b)(?)(C ) 

L_________J 

Sorry for the late notice on this one. We sent to memo to the Secretary's office late last Friday and are on the 
Commission ca~endar fqr 12117/09.· 

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

<<..•>>. 

file:/lc:\documents and settin,gs\searcher605\local settine;s\temo\X1\c15\e1llail.html 5/24/2010 

file:/lc:\documents
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RE: a correction: I'm back on Goldman Page 1 of2 

Re: a correction: I'm back on Goldman 
From: (b )(?)(C ) 

To: eofien; stephen c (b)( 7 )(C ) 

12/9/2009 11;27;10 AM 

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

Securities and Exchange Cornmission 

100 F St, NE 

Washington, D.C. 20549-4010 
(b)( 7 )(C ) 

From: Cohen, Stephen L. 

:~~~(?~n~dav oecfmber 09, 2oo9 10:s3 AM 

·Subject: RE: a correction: I'm back on Goldman 
(b )(5 ) 

. •• •l (b )(7)(C ) 

From:~=======_j· 
Sent: weanesday: 'oecember o9, zoo9 10:44 AM 
To: Cohen, Stephen L 
Subject: RE: a correction: I'm back on Goldman 

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

t:../1?.. /"111111 



RE: a correction: I'm back on Goldman Page 2 of2 

From: Cohen, Stephen L. 
sent: Wednesday, December 09, 2009 10:36 AM 
To~(b)(7)(C) I 
Subject: RE: a correction: ·rm back on Goldman 

, (b)(S) 

From:l(b)(?)(c) . • .. . . ....... . . . . . . I 

Sent: WeaileSaay;·oecember 091 2009 10:35 AM 
To: Cohen, Stephen L 
.Subject: a correction: I'm back on Goldman 

Steve: 
(b)(5) ,(b)(7)(C) 

file://c:\documents and settinm::\searchf".r61 ?\Joc:.:~l «.r>ttina~\tr>mn\Yl \£' 1\Pm!'I1J html 

file://c:\documents
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Report of Investigation OIG-534 
Exhibit List 

Allegations of Improper Coordination Between the SEC 

.and Other Governmental Entities Concerning 


the SEC's EnforcementAction Against Goldman Sachs & Co . 


.. 

. . . ~ I(b)(?)(C)
1. 	 Excerpts of Testimony Transcnpt OJ.!,_______, July 6, 2010 

2. 	 Excerpts ofTestimony Transcript ofCheryl Scarboro; July 7, 2010 

3. 	 Excerpts ofTestimony Transcript ofrb)(?)(C) IJuly 13, 2010 

4. 	 Excerpts ofTestimonyTranscript of Unidentified Senior Counsel, Division of 

Enforcement; July 14, 2010 

5. 	 Excerpts ofTestimony Transcript o~'-b_7 __< >< ><C> _______.~uly 15, 2010 

6. 	 Excerpts ofTestimony Transcript of Reid Muoio; July20, 2010 

7. 	 Excerpts ofTestimony TranscriptofPaulineGalande; July 23,2010 

8. 	 Excerpts ofTestimony Transcript of Joan McKown; July 26, 2010 

Excerpts ofTestimony Transcript o~(b)(? )(c ) IJuly 26, 2010 9. 

10. 	 Excerpts ofTestimony Transcript ofTimothy Henseler; July 27, 2010 

11. 	 Excerpts ofTestimonyTranscript of Julie Davis; July 27,2010 

12. 	 Excerpts ofTestimony Transcript of Anne~Marie Kelley; July 27, 2010 

13. 	 Excerpts ofTestimony Transcript o~(b)(? J<C > ~.July 29, 2010 

14. 	 Excerpts ofTestimony Transcript ofJohn Nester; July 30, 2010 
. . .. . .. l(b)(?)(C) I15, 	 Excerpts ofTestimony Transcnpt of July 30, 2010 

16. 	 Excerpts ofTestimony Transcript of Eric Spitler; August 3, 2010 

17. 	 Excerpts ofTestimony Transcript of Ricardo Delfin; August 3, 2010 

18. 	 Excerpts ofTestimonyTranscript ofKayla Gillan; August 4, 2010 

19. 	 Excerpts ofTestimony Transcript ofDidem Nisanci; August 6, 2010 

20. 	 Excerpts ofTestimony Transcript ofRichard Klapper; August 6, 2010 

21. 	 Excerpts ofTestimony TranscriptofKathleen Casey; August 9, 2010 

22. 	 Excerpts ofTestimony Transcript of Lorin Reisner; August 10,2010 

23. 	 Excerpts ofTestimony Transcript ofMary Schapiro; August 11, 2010 

24. 	 Excerpts ofTestimony Transcript of Stephen Cohen; August 11, 2010 



25. Excerpts ofTestimony Transcript ofMyron Marlin; August 12, 2010 

26. Excerpts ofTestimony Transcript o~(b)(7 )(c ) IAugust 12, 201 0 

27. Excerpts ofTestimony Transcript ofRobert Khuzami; August 13, 2010 

28. Excerpts ofTestimony Transcript ofScott Friestad; August 13, 2010 

29. 	 Excerpts ofTestimony Transcript ofLuis Aguilar; August 17, 2010 

30. Excerpts ofTestimony Transcript ofKenneth Lench; August 19, 2010 

31. 	 Excerpts ofTestimony Transcript ofTroy Paredes; August 19, 2010 

32. Excerpts ofTestimony Transcript ofElisse Walter; August 27, 2010 

33. 	 Memoran4um of Interviews of (b)(7)(c) 
l(b)(7)(c) 1April27, 2010 '-------------------- ­

34. 	 Memorandum of Interview ofj<b)(
7

)(c) !June 21, 2010 
7

35. Memorandum of Interview ofrb)( IAugust 26,2010)(C) 

36. 	 January 24,2010 E~mail from Stephen Cohen to Didem Nisanci 

37. 	 August 31, 201 0 Letter from 

38. 	 April30, 2010 SEC.gov Press Release webpageprintout 

39. 	 April 14, 2010 E-mail from Scott Friestad to Robert Khuzami 

40. 	 August 26,2010 Golden Telephone Call Memorandum 

41. 	 April19, 2010 E~mail from Scott Friestad to Joan McKown 

42. 	 July 16, 2010 E-mail from 

43. 	 April29, 2010 HUB Report regarding ABACUS 2007-ACl 

44. 	 Aprill,. 2010 Action Memorandum regarding "Goldman, Sach & Co." and "Fabrice 
Tourre" 

7 

45. 	 November 24, 2009 Ec.mail from Reid Muoio tol'-<bl_<l_<c_) ----' 

46. 	 September 17, 2009 E-mail from Stephen Cohen to Reid Muoio 

47. October 1, 2009 E-mail fromrb)(
7 ~o)(C) 

48. 	 September 2, 2009 E-mail from Reid Muoio tol,.,.<b=)(c,--­)<7=) -------, 

49. 	 November 2, 2009 E-mail from Reid Muoio to 
'-------------' 

50. 	 November 13, 2009 E-mail from to Reid Muoio 

51. 	 November 24,2009 E-mail from Reid Muoio to Enforcement Action Memos 
7 

52. 	 December 7, 2009 E-mail from Reid Muoio to._rb)-( )-(C-) -------' 

to l(b )(7)(C ) 



53. December 7, 2009 E-mail fromr b)( 
7 

Ito Reid Muoio )(C) 

54. December 6, 2009 E-mail fromj(b)(
7
)(c) ~o Stephen Cohen 

55. December 8, 2009 E-mail from Joan McKown to Cheryl Scarboro 

• 	 L(b)-(7)-(C)___...............L~d l (b)(7)(C) 
56. December 8, 2009 E-mml from Joan McKown to~ fill 	 . 
l(b)(7)(C) I 

7 

57. December 8, 2009 E·mail from Reid Muoio torb)( )(C) 

=======-~~------~ 58. December 8, 2009 E-mail from Reid Muoio to an1(b)(
7
)(c) 

59. 	 December 9, 2009 E-mail fromr b)(7 
)(C) Ito Stephen Cohe._n________, 

7 

60. December 22, 2009 E-mail fro~(b)(
7

)(C) Ito Reid Muoio and'---rb)( - --------'- )(C-) 

61. December 25, 2009 E-mail from Mary Schapiro to Robert Khuzami 
7 

62. January 4, 2010 E-mail from Reid Muoio t9.._)( )<c­<b- _ ) -----' 

63. December 24,2009 E-mail from Reid Muoio to RobertKhuzami 

64. January 4, 2010 E-mail from Robert Khuzamito Mary Schapiro 

65. January 5, 2010 E-mail from Stephen Cohen to Lorin Reisner and Robert Khuzami 

66. HUB Report Excerpt for H0-10911 
7 

67. January 7, 2010 E-mail from Reid Muoio to .......- )(C -)
rb)( - ------' 

68. January 9, 2010 E-mail from Reid Muoio to Robert Khuzami 

69. January 15,2010 E-mail from Reid Muoio to Robert Khuzami 

70. January 15, 2010 E-mail fromr b)(
7 

Ito Reid Muoio andrb)(
7 

)(C) 	 )(C) 

71. January 15,2010 E-mail from Stephen Cohen to Reid Muoio '------------------' 

72. January 15, 2010 E-mail from Didem Nisanci to Stephen Cohen 

73. January 15, 2010 E-mail from Stephen Cohen to Reid Muoio 

74. January 19,2010 E-mail from Reid Muoio torb)( 
7 ~d Cheryl Scarboro )(C) 

75. January 22, 2010 E-mail from Reid Muoio to Cheryl Scarboro 

76. January 22, 2010 E-mail from Reid Muoio to Kenneth Lench 

77. January 24,2010 E-mail from Stephen Cohen to Mary Schapiro 

78. January25, 2010 E-mail from Stephen Cohen to Reid Muoio 

79. January 25, 2010 E-mail from Stephen Cohen to Reid Muoio 

80. January 26,2010 E-mail from Stephen Cohen to Lorin Reisner 

81. January 26, 2010 E-mail from Stephen Cohen to Myron Marlin 



82. January 26,2010 E-mail ftom~-r_______.Ito Reid Muoio b)<
7

)<C ) 
83. January 25, 2010 E-mail from Reid Muoio tq Cheryl Scarboro 

84. January 27,2010 E-mail from Reid Muoio to Cheryl Scarboro and Ke!ll1eth Lench 
·• • l(b)(7)(C)

85. January 27, 2010 E-mrul from Stephen Cohen to 

86. January 27, 201 oE-mail from Reid Muoio t9=(b)=)(C:;::=====.landrb)(7)(C)(7~) 

87. January 28, 2010 E-mail fromi (:)(
7

)(C) w lt=o~j<b)(7 )(C )~;========-----, 
7

88. February 16,2010 E-mail from Reid Muoio tol(b)( )(c) 
'------------' 

89. March 5, 2010 E-mail from Lorin Reisner to Reid Muoio 

90. 	 I '"~~ 8, 2010 &maill from Reid Muoio t~'"'""' Fd._j<b)_< 
7 
l_<c_) _ _____, 

7	 7
91. February 25, 2010 E-mail froml (b)( )(c) H._<bl_<l_<c_) -----' 

92. 	 March 23, 2010 E-mail from Robert Khuzami to Reid Muoio 
11(b)(7)(C) 

93. March 24, 2010 E-mail from Reid Muoio t~~-----------' 
94. March 26, 2010 E-mail from Reid Muoio to Enforcement Action Memos 

95. 	 AprilS, 2010 E-mail from Reid Muoio to Lorin Reisner 
7

96. 	 February 25~ 2010 E-mail from Pauline Calande to=rb)""'<""'l<c") ---------, 
(b)(7)(C) 

97. 	 February25, 2010 E-mail from Timothy Henseler to Pauline Calande and 
rb)(7)(C) 

1 

98. April 7, 2010 E-mail from Pauline Calande to Timothy Henseler and Reid Muoio 

99. April 7, 2010 E-mail from Timothy Henseler to Robert Khuzruni 

100. 	April7, 2010 E-mail from.Lorin Reisner to Timothy Henseler 
. . l(b)(7)(C)

101. February 22, 2010 E-matl from Ttrnothy Henseler to._________, 

102. March 18, 2010 E ..mail from Reid Muoio to Lorin Reisner and Keiilleth Lench 

103. April16, 2010 E-mail from Timothy Henseler to Didem Nisanci 

104. Aprill7, 2010 E ..mail from Timothy Henseler to Keiilleth Lench 

105. April14, 2010 Closed Commission Meeting Minutes 

106. April12, 2010 E-mail from 	 to Robert Khuzruni 

107. April 12, 2010 E-mail Robert Khuzami 

108. April12, 2010 E-mail from Robert Khuzami to Mary Schapiro 

109. Aprill3, 2010 E-mail from Stephen Cohen to Mary Schapiro 



7	 7
11 0. 	 Aprill3' 20 lO E-mail from rb)( )(C) (b)( - ­ltol'---- )(C) -----' 

111. 	Aprill3, 2010 E-mail from Lorin Reisnerto Reid Muoio 

112. Apri113, 2010 E-mail Robert Khuzami 

113. 	Aprill4, 2010 E-mail from Myron Marlin to John Nester 
. • . .J(b)(7)(C) ~ . . 

114. 	Apnl 14, 2010 E-mail frou1 ~o Retd Mumo 

115. 	April11, 2010 E-mail from Stephen Cohen to Mary Schapiro 
7 

116. 	April14, 2010 E-mail from Kenneth Lench to'---rb-)( -)(C-)-------' 

117. 	April15, 2010 E-mail from Myron Marlin to John Nester 

118. 	Aprill5, 2010 E-mail fronf)(7)(C) lto=rb)""'<7l""'<c,---) ---------, 

119. April 16, 2010 E-mail from Julie Davis t~'---)(
7

)<c__________,<b-- ) 

120. Apri117, 2010 E-mail from Robert Khuzami to John Nester and LorinReisner 

121. 	April16, 2010 E-Mail from SEC NEWS 

122. 	The SEC's Impeccable Timing, The Wall Street Journal, April20, 2010 

123. 	April16, 2010 E-mail fro~(b)(7 )(C ) ~oj<b)(7 )(C ) I 

124. David Scheer .and Joshua Gallu, MadoffScam Reached Family ofSEC Official 

Whose Unit Got Tip, Bloomberg, September 7, 2009 

125. 	Sarah N. Lynch, Madoff: SEC Agent was a ''Blowhard," The Wall Street Journal, 

October 31, 2009 

126. 	SEC Faulted Over Bear Probe, the Washington Post, October 11, 2008 

127. Peter Barnes, SEC Inspector General Slams Agency, Again, Foxbusiness.com, May 
3,2010 

128. Apri116, 2010 E-mail from KaylaGillan to Myron Marlin 

129. 	April1, 2010 E-mail from Kayla Gillan to Mary Schapiro 

130. March 26, 2010 E-mail from Kayla Gillan to Mary Schapiro 

131. April 7,2010 E-mail from-Kayla Gillan torb)( 
7 

)(C) I 

132. 	April9, 2010 E-mail fro o COMMISSION COUNSELS 
. ·• (b)(7)(C) 

133. 	Apnll2, 2010 E-matl from o COMMISSION COUNSELS 
~~=====:!,

134. 	April14, 2010 E-mail fro~(b)(7 )(c ) 

135. Apri115, 2010 E-mail from';;;:l<b;:;;)<7;;;)<c:;::) ====:Ito Kayla Gillan and Stephen Cohen 

136. April 16, 2010 E-mail from Stephen Cohen to Myron Marlin 
7

137. August 9, 2010 Letter from ._rb_)< _)<C_) -----'Ito Craig Welter 

http:Foxbusiness.com


138. April17, 2010 E~mail from Joan McKown to Robert Khuzami 

139. April 17, 20I 0 E-mail from Lorin Reisner to John Nester and Robert K.huzami 

140. April 17, 20I 0 E-mail from Robert Khuzami to John Nester and Lorin Reisner 

141. April18, 2010E-mail from Robert Khuzami to John Nester 

142. Joshua Gallu & Christine Harper, Goldman Shares Tumble on SEC Fraud 

Allegations, Bloomberg News, April16, 2010 

143. Deborah Levine, Goldman Sachs Bonds Suffer Again on Fraud Fears, 
MarketWatch, April19, 2010 · 

144. Miriam Marcus, Market Crumbles After Goldman Fraud Charges, Forbes.com, 
April 16, 2010 


7
7
145. Aprill6, 2010 E-mail fromj<b)( )(c) Jtol._<bl_<l_<c) ______, 

146. April16, 2010 E~mail fromj<b)(
7

)(c) ~o Lorin Reisner 

147. New York Stock Exchange Manual Section 2 
7 

148. April19, 2010 E-mail from Robert Khuzami tor)( )(C) 

149. July 1, 2010 E~mail fromrb)(7)(C) Ito KeL...nn_e_t_h_Len_•--ch_____. 

· l(b)(7)(C) 
150. <~~~clnnentto July 2, 2010 E-mail from Reid Muoio to Kelllleth Lench and'------' 

15L July 8, 2010 E-mail from Kenneth Lench to Lorin Reisner 
7 

152. July 12, 2010 E-mail fromr b)( )(C) fo Cotntnission Counsels 

153. July 12, 2010 Reid Muoio E-mail to Robert K.huzami 
7154. July 12, 2010 E ...mail from (b)(7)(c) to Luis Aguilar and (b)( )(c) 

r,.(b)=(7)=(c),-----..., (b)(7)(C) 
155. July 14,2010 E-mail fro to 

156. July 14, 20.10 E-mail from Stephen Cohen to Myron Marlin 
7 

157. July 15,2010 E-mail from Robert K.huzami toL..rb-)( -)(C-) _____, 

158. July 15,2010 E-mail from John Nester to Stephen Cohen 

159. July 15,2010 E-mail fromj<b)(7)(c) ftoj<b)(
7

)(c) I 

160. July 15,2010 E-mail fro~(b)(7 )(c ) Ito ENF-ALL TRIAL ATTORNEYS 

161. July 15, 2010 E-mail from SEC NEWS 
7 

162. July 15, 201 0 E-mail from Reid Muoio tol'-(b)-( )-<c-) _______, 
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FW: Banks Bundled Debt, Bet Against It and Won- nyt(r) early Page 1 of6 


RE: Banks Bundled Debt, Bet Against It and Won - nyt(r) early 12/25/2009 8:30:4() AM 


From: Schapiro, Mar t. 
To~ Khuzami, Robe~b)(? )(C ) 

We're up to it. 

From: Khuzami1 Robert 
To: Schapiro/ Mary L. 
Sent: Fri Dec 25 08: 13:25 2009 
Subject: Re: Banks Bundled Debt, Bet .Against It and Won- nyt(r) early 

Nope -- gonna be a battle.· 

Rob 

From: Schapiro, Mary L. 
To: Khuzami1 Robert 
Sent: Fri Dec 25 08:12:20 2009 
Subject: Re: Banks Bundled Debt, Bet Against It and Won - nyt(r) early 

Is this a settled matter? 

From: Khuzami, Robert 
To: Schapiro/ Mary L. 
Sent: Thu Dec 24 11:42:07 2009 
Subject: Fw: Bank$ Bundled Debt, Bet .Against It .and Won - nyt(r) early 

Gretchen is spot-on, and .ABACUS is the synthetic coo deal we are targeting to calendar in January; looks like 
her sources are leaks from ex-Goldman folks rather than from inside SEC. 

Rob 

From: NEWSSUMM.ARY 
To: #NEWSSUMMARY 
Sent: Thu Dec 24 06:57:27 2009 
Subject: FW: Banks Bundled Debt, Bet Against It and Won - nyt(r) early 

--------r(b)(7)(C ) 

From:IL____________, 
Sent: Thursday, December 24, 2009 6:57:26 AM 
To: NEWSSUMM.ARY 
Subject: Banks Bundled Debt, Bet .Against It and Won - nyt(r) early 
Auto forwarded by a Rule 

Banks Bundled Debt, Bet Against It and Won 

By Gretchen Morgenson and louise Story 

24 December 2009 
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FW: Banks Bundled Debt, Bet Against It and Won- nyt(r) early Page2 of6 

The New York Times 

Copyright 2009 The New York Times Company. All Rights Reserved. 

In late October 2007, as the financial markets were starting to come unglued, a Goldman Sachs trader, Jonathan 
M. Egol, received very good news. At 37, he was named a managing director at the firm. 

Mr. Egol, a Princeton graduate, had risen to prominence inside the bank by creating mortgage-related securities, 
named Abacus, that were at first intended to protect Goldman from investment losses if the .housing market 
collapsed. As the market soured, Goldman created even more of these securities, enabling it to pocket huge 
profits. 

Goldman's own .clients who boughtthern, however, were less fortunate. 

Pension funds and insurance companies lost billions of dollars on securities that they believed were solid 

investments, according to former Goldman employees with direct knowledge of the deals who asked not to be 

identified because they have confidentiality agreements with the firm. 


Goldman was not the only firm that peddled these complex securities -· known as synthetic collateralized debt 
obligations, or C.D.O.'s --and then made financial bets against them, called selling short in. Wan Street parlance. 
Others that created similar securities and then bet they would fail, according to Wall Street traders, include 
Deutsche Bank and Morgan Stanley, as well as smaller firms like Tricadia Inc., an investment company whose 
parent firm was overseen by Lewis A. Sachs, who this year became a special counselorto Treasury Secretary 
Timothy F. Geithner. 

How these disastrously performing securities were devised is now the subject of scrutiny by investigators in 
Congress, atthe S'ecurities and Exchange Commission and at the Financial Industry Regulatory Authority, Wall 
Street's self-regulatory organization, according to people briefed on the investigations. Those· involved with the 
inquiries declined to comment. 

While the investigations are in the early phases, authorities appear to be looking at whether securities laws or 

rules of fair dealing were violated by firms that created and sold these mortgage~linked debt instruments and 

then bet against the clients who purchased them, people briefed on the matter·say. 


One focus of the inquiry is whether the firms creating the securities purposely helped to select especially risky 
mortgage-linked assets that would be most likely to crater, setting their clients up to lose billions of dollars if the 
housing market imploded. 

Some securities packaged by Goldman and Tricadia ended up being so vulnerable that they soured within 
months of being created. 

Goldman and other Wall Streetfirms maintain there is nothing improper about synthetic C.D.O.'s, saying that 
they typically employ many trading techniques to hedge investments and protect against losses. They add that 
many prudent • investors often do the same. Goldman used these securities initially to offset any potential losses 
stemming from its• positive bets on mortgage securities.. 

But Goldman and other firms eventually used the C.D.O.'s to place unusually large negative bets that were not 
· mainly for hedging purposes, and investors and industry experts say that• put the. firms at odds with their own 
clients' interests. 

"The simultaneous sellingof securities to customers and shorting them because they believedthey were going 
to default is the most cynical use of credit information that I have ·ever seen," said Sylvain R. Raynes, an expert 
in structured finance at A & R Consulting in New York. "When you buy protection against an eventthat you have 
a hand in causing, you are buying fire insurance on someone else's house and then committing arson." 
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Investment banks were not alone in reaping rich rewards by placing trades against synthetic G.D.O.'s. Some 
hedge funds also benefited, including Paulson & Company, according to former Goldman workers and people at 
other banks familiar with that firm's trading. 

Michael DuVally, a Goldman Sachs spokesman, declined to make Mr. Egol available for comment. But Mr. 
DuVally said many of the C.D.O.'s created by Wall Street were made to satisfy client demand for such products, 
which the clients thought would produce profits because they had an optimistic view of the housing market In 
addition, he said that clients knew Goldman might be betting against mortgages linked to the securities, and that 
the buyers of synthetic mortgage C.D.O.'s were large, sophisticated investors, he said. 

The creation and sale of synthetic C.D.O.'s helped make the financial crisis worse than it might otherwise have 
been, effectively multiplying losses by providing more securities to bet against. Some $8 billion In these 
securities remain on the books at American International Group., the giant insurer rescued by the government in 
September 2008. 

From 2005 through 2007, at least $108 billion in these securities was issued, according to Dealogic, a financial 
data firm. And the actual volume was much higher because synthetic C.D.O.'s and other customized trades are 
unregulated and often not reported to any financial exchange or market. 

Goldman Saw It Coming 

Before the financial crisis, many investors -- large American and European banks, pension funds, insurance 
companies and even some hedge funds •• failed to recognize that overextended borrowers would default on their 
mortgages, and they kept increasing their investments in mortgage-related securities. As the mortgage market 
collapsed, they suffered steep losses. 

A handful of investors and Wall Street traders, however, anticipated the crisis. In 2006, Wall Street had 
introduced a new index, called the ABX, that became a way to invest in the direction of mortgage securities. The 
index allowed traders to bet on or against pools of mortgages with different risk characteristics, just as stock 
indexes enable traders to bet on whether the overall stock. market, or technology stocks or bank stocks, will go 
up or down. 

Goldman, among others on Wall Street, has said since the collapse that it made bi.g money by using the ABX to 
bet against the housing market. Worried about a housing bubble, top Goldman executives decided in December 
2006 to change the firm's overall stance on the mortgage market, from positive to negative, though itdid not 
disclose that publicly. 

Even before then, however, pockets of the investment bank had also started U§l.ing C.D.O.'s to place bets against 
mortgage securities, in some cases to hedge the firm's mortgage investments, as protection against a fall in 
houSir;lg prices and an increase in defaults. 

Mr. Egol was a prime mover behind these securities. Beginning in 2004, with housing prices soaring and the 

mortgage mania in full swing, Mr. Egol began creating the deals known as Abacus. From 2004 to 2008, 

Goldman issued 25 Abacus deals, according to Bloomberg, with a total value of $10.9 billion. 


Abacus allowed-investors to bettor or against the mortgage securities that were linked to the deal. The C.D.O.'s 
didn't contain actual mortgages. Instead, they consisted of credit-default swaps, a type of insurance that pays 
outwhen a borrower defaults. These swaps made it much easier to place large bets on mortgage failures. 

Rather than persuading his customers to make negative bets on Abacus, Mr. Egol kept most of these wagers for 
his firm,. said five former Goldman employees who spoke on the condition of anonymity. On occasion, he allowed 
some hedge funds to take some of the short trades. 

Mr. Egol and Fabrice Tourre, a French trader at Goldman, were aggressive from the start in trying to make the 

assets in Abacus deals look better than they were, according to notes taken by a Wall Street investor during a 

phone call with Mr. Tourre and another Goldman employee in May 2005. 
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On the call, the two traders noted that they were trying to persuade analysts atMoody's Investors Service, a 
credit ratln.g agency, to assign a higher rating to one part of an Abacus C.D.O. but were having trouble, 
according to the investor's notes, which were provided by a colleague who asked for anonymity because he was 
not authorized to release them. Goldman declined to discuss the s.election ofthe assets in the C.D.O.'s, but a 
spokesman said investors could have rejected the C.D.O. if they did not like the assets. 

Goldman's bets against the performances of the Abacus C.D.O.'s were not worth much in 2005 and 2006, but 
they soared in value in 2007 and 2008 when the mortgage market collapsed. The trades .gave Mr. Ego! a higher 
profile at the bank, and he was among a group promoted to managing director on Oct. 24, 2007. 

"Egol and Fabric.e were way ahead of their time," said one of the former Goldman workers. "They saw the writing 
on the wall in this market as early as 2005." By creating the Abacus C.D.O. 's, they helped protect Goldman 
against losses that others would suffer. 

As early as the summer of 2006, Goldman's sales desk began marketing short bets using the ABX index to 
hedge funds like Paulson & Company, Magnetar and Soros Fund Management, which invests for the billionaire 
George Soros. John Paulson, the founder of Paulson & Company, also would later take some of the shorts from 
the Abacus deals, helping him profit when mortgage bOnds collapsed. He declined to comment. 

A Deal Gone Bad, for some 

The woeful performance of some C.D.O.'s issued by Goldman made them ideal for betting against. As of 
September 2007, for example, just five months after Goldman had sold a new Abacus C.D.O .• the ratings on 84 
percent of the mortgages underlying it had been downgraded, indicating growing concems about borrowers' 
ability to repay the loans, according to research from USS, the big Swiss bank. Of more than 500 C.D.O. 's 
analyzed by UBS, only two were worse than the Abacus deal. 

Goldman created other mortgage-linked C.D.O.'s that performed poorly, too. One, in October 2006, was a $800 
million C.D.O. known as Hudson Mezzanine. It included credit insurance on mortgage and subprime mortgage 
bonds that were in the ABX index; Hudson buyers would make money if the housing market stayed healthy -- but 
lose money if it collapsed. Goldman kept a significant amount of the financial bets against securities in Hudson, 
so it would profit if they failed, according to three of the former Goldman employees. 

A Goldman salesman involved in Hudson said the deal was one of the earliest in which outside investors raised 
questions about Goldman's incentives. "Here we are selling this, but we think the market is going the other way," 
he said. 

A hedge fund investor in Hudson. who spoke on the condition of anonymity, said that because Goldman was 
betting against the deal, he wondered whether the bank built Hudson with "bonds they really think are going to 
get into trouble." 

Indeed,. Hudson investors suffered large losses. In March 2008, just 18 months after Goldman created that 
C.D.O., so many borrowers had defaulted that holders of the security paid out about $31O-million to Goldman 
and others who had bet against it, according to correspondence sent to Hudson investors. 

The Goldman salesman said that C.D.O. buyers were not misled because they were advised that Goldman was 
placing large bets against the securities. "We were very open with all the risks that we thought we sold. When 
you're facing a tidal wave of people who want to invest, it's hard to stop them," he said. The salesman added 
thatinvestors could have placed bets against Abacus and similar C.D.O.'s if they had wanted to. 

A Goldman spokesman said the firm's negative bets didn't keep it from suffering losses on its mortgage assets, 
taking $1.7 billion in write-downs on them in 2008; but he would not say how much the bank had since earned on 
its short positions, which former Goldman workers say will be far more lucrative over time. For instance, 
Goldman profited to the tl:lne of $1.5 billion from one series of mortgage-related trades by Mr. Egol with Wall 
Street rival Morgan Stanley, which had to book a steep loss, according to people at both firms. 

Tetsuya Ishikawa, a salesman on several Abacus and Hudson deals .• left Goldman and later published a novel, 
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"How I Caused the Credit Crunch." In it,. he wrote that bankers deserted their clients who had bought mortgage 
bonds when that market collapsed: "We had moved on to hurting others in our quest for self-preservation." Mr. 
Ishikawa, who now works for another financial firm in London, deClined to comment on his work at Goldman. 

Profits From a Collapse 

Just as synthetic C.D.O.'s began growing rapidly, some Wall Street banks pushed for technical modifications 
governing how they worked in ways that made it possible for C.D.O.'s to expand even faster, and also tilted the 
playing field in favor of banks and hedge funds that bet against C.D.O.'s, according to investors. 

In early 2005, a group of prominent traders met at Deutsche Bank's office in New York and drew up a new 

system, called Pay as You Go. This meant the insurance for those betting against mortgages would pay out 

more quickly. The traders then went to the International Swaps and Derivatives Association, the group that 

governs trading in derivatives like C.D.O.'s. The new system was presented as a fait accompli, and adopted. 


Other changes also increased the likelihood that investors would suffer losses if the mortgage market tanked. 
Previously, investors took losses only in certain dire "credit events," as when the mortgages associated with the 
C.D.O. defaulted or their issuers went bankrupt. 

But the new rules meant that C.D.O. holders would have to make payments to short sellers under less onerous 
outcomes, or ''triggers," like a ratings downgrade on a bond. This meant that anyone who bet against a C.D.O. 
could collect on the bet more easily. 

"In the early deals you see none of these triggers," said one investor who asked for anonymity to preserve 

relationships. ''These things were built in to provide the dealers with a big payoff when something bad 

happened." 


Banks also set up ever more complex deals that favored those betting against C.D.O.'s. Morgan Stanley 
established a series of C.D.O.'s named after United States presidents (Buchanan and Jackson) with an unusual 
feature: short-sellers could lock in very cheap bets against mortgages, even beyond the life of the mortgage 
bonds. It was akin to allowing someone paying a low insurance premium for coverage on one automobile to pay 
the same on another one even if premiums over all had increased because of high accident rates. 

At Goldman, Mr. Egol structured some Abacus deals in a way that enabled those betting on a mortgage-market 
collapse to multiply the value of their bets, to as much as six or seven times the face value of those C.D.O.'s. 
When the mortgage market tumbled, this meant bigger profits for Goldman and other short sellers -- and bigger 
losses for other investors. 

Selling Bad Debt 

Other Wall Street firms also created risky mortgage-related securities that they bet against. 

At Deutsche Bank, the point man on betting against the mortgage market was Greg Lippmann, a trader. Mr. 

Lippmann made his pitch to select hedge fund clients, arguing they should short the mortgage market. He 

sometimes distributed a T·Shirt that read "I'm Short Your House!!!" in black and red letters. 


Deutsche, which declined to comment, atthe same time was selling synthetic C.D.O.'s to its clients, and those 

deals created more short-selling opportunities fortraders like Mr. Lippmann. 


Among the most aggressive G.D.O. creators was Tricadia,. a management company that was a unit of Mariner 
Investment Group. Until he became a senior adviser to the Treasury secretary early this year, Lewis Sachs was 
Mariner's vice chairman. Mr. Sachs oversaw about 20 portfolios there, including Tricadia, and its documents also 
show that Mr. Sachs sat atop the firm's C.D.O. management committee. 

From 2003to 2007, Tricadia issued 14 mortgage-linked C.D.O.'s. which it called TABS. Even when the market 

was starting to implode, Tricadia continued to create TABS deals in early 2007 to sell to investors. The deal 

documents referring. to conflicts of interest stated that affiliates and clients of Tricadia might place bets against 
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the types of securities in the TABS deal. 

Even so, the sales material also boasted that the mortgages linked to C.D.O.'s had historically low default rates, 
citing a ..recently completed" study by Standard & Poor's ratings agency -~ though fine print indicated that the 
date of the study was September 2002, almost five years earlier. 

At a financial symposium in New York in September 2006, Michael Barnes, the co-head ot Tricadia, described 
how a hedge fund could put on a negative mortgage bet by shorting assets to C.D.O. investors, according to his 
presentation, which was reviewed by The New York Times. 

Mr. Barnes declined to comment. James E. McKee, general counsel at Tricadia, said, "Tricadia has never 
shorted assets into the TABS deals, and Tricadia has always acted In the best interests of its clients and 
investors." 

Mr. Sachs, through a spokesman at the Treasury Department, declined to comment. 

Like investors in some of Goldman's Abacus deals, buyers of some TABS experienced heavy losses. By the end 
of 2007, UBS research showed that two TABS deals were the eighth- and ninth-worst performing C.D.O.'s. Both 
had been downgraded on at least 75 percent of their associated assets .within a year of being issued. 

Tricadia's hedge fund did far better, earning roughly a 50 percent return in 2007 and similar profits in 2008, in 
part from the short bets. 

PHOTOS: One former Goldman salesman wrote a novel about the crisis. A Deutsche Bank trader passed out T­
shirts for investors hoping to profit on a housing bust. (PHOTOGRAPH BY WILLIAM P. O'DONNELL/THE NEW 
YORK TIMES) ;Lewis Sachs, top, who oversaw C.D.O.'s before becoming a Treasury adviser, and John 
Paulson, whose company profited as the housing market collapsed. (PHOTOGRAPHS BY TREASURY 
DEPARTMENT; KEVIN WOLF/ASSOCIATED PRESS) (B4) 

CHARTS.: Profits in a Crisis: Goldman Sachs fared better than most banks in the financial crisis. This, in no small 
part, is because of mortgage investment deals that it created called synthetic collateralized debt obligations. 
Investors in the deals bet that the housing market would stay healthy, and if it collapsed, Goldman stood to gain.; 
How a synthetic collateralized debt obligation (C.D.O.) works: 10 of the worst-performing C.D.O.'s, as of the fall 
of 2007 (Sources: Abacus marketing documents; UBS; Dealogic; Total Securitization and Credit Investment) 
{84) 
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RE: ABACUS 2007-AC1 {H0-10911) for Regular Calendar on 12/17/09 w-

withdrawn l/4/20107:16:37 PM 
From: Cohen, ~hen 1 
To: Muoio, Reid r ? )(C ) 

Whatever you all want. We are just trying to be accommodating. 

From: Muoio, Reid 
To: Cohen, Stephen l. 
Sent: Mon Jan 04 18:56:33 2010 
SUbject: Fw: ABACUS 2007-ACl (H0-10911) for Regular Calendar on 12/17/09 - withdrawn 

OK? 

Sent from my BlackBerry Wireless Handheld 

From: Khuzami, Robert 

To: Muoio,. Reid; Reisner, Lorin L; Scarboro, Cheryl 

Sent: Mon Jan 04 18:41:26 2010 

Subject: RE: ABACUS 2007-ACl (H0-10911) for Regular Calendar on 12/17/09 --withdrawn 


I think the 14th is a bit aggressive and probably unnecessary -let's stick with the 21st. 

Rob 

From: Muoio, Reid 

Sent: Monday, January 04, 2010 6:18PM 

To: Khuzami, Robert; Reisner, Lorin L.;. Scarboro, Cheryl 

Cc: Muoio, Reid 

SUbject: FW: ABACUS 2007-AC1 (H0-10911) for Regular Calendar on 12/17/09-- withdrawn 


Steve Cohen called to say that he will. instruct the Office of the Secretary to place this matter on the calendar for 
January 14 so long as we get the memo to the Commission early this Friday January .a which obviously we will 

~~PP~~:~~g;~~~ ~;!r ~:1dr'-:bs_)2_~e-to_fl_,'f against Goldman and Tourre and then amend if the evidence )<r_

From: Muoio, Reid 

Se11,t: Monday. January 04, 2010 4:15;:;.•TriPM;,;,,--------, 

To:[b)(?)(C) IMurphy, Elizabeth; t )(?)(C) 


Cc: Scarboro, Cheryl; Muoio, Reid '--------' 

Subject: RE: ABACUS 2007-AC1 (H0-10911) for Regular Calendar on 12/17/09 --withdrawn 


.	We will be re-sending this recommendation up to the Commission on Friday January 8. ENF's Front Office has 
asked that the matter be calendared for the second or third week in January. I see there is a meeting scheduled 
for January 14. Is thatdoable? If not wh~t is the soonest we can get on after that? This is a high-profile 
enforcement case that recently became time sensitive. Thanks. Reidl(b)(?)(c) 1 

<<File: Abacus.ho.l 0911.Goldman.Tourre.action.memo.finaL l2.5.09.doc >> 
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~(b)(7)(C) I 
Sent: Tuesday, December 08, 2009 4:09 PM 
To: #COMMISSION COUNSELS· Becker David M.· Mitchell 

Subject: ABACUS 2007-ACl (H0-10911} for Regular Calendar on 12/17/09 --withdrawn 

The above-caPtioned matter has been withdrawn from the December 17 Closed Meetina aaenda by the 
l(b)(7)(C) 

stoff• 1 
(b)(5) ,(b)(7)(C) 

Office of the Secretary 

Securities and Exchange Commission 

100 F Street, N.E.; Room 10921 

Washington, DC 20549-1090 

(b)(7)(C) 
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Re: Synthetic CDO 

RE: Synthetic CDO 
From: Muoio, Reid 

To: Khuzami, Robertrb)(?)(C) 

Cc: Scarboro, Cheryl 


Page 1 of2 

12/24/2009 10:09:22 AM 

reference is to send the memo u for calendarin 

Sent from my BlackBerry Wireless Handheld 


-~--- Original Message ----"' 

From: Khuzami, Robert 

To:. Muoio, Reid 

Cc: Scarboro, Cheryl;l(b)(?)(c) 

Sent: Thu Dec 24 09:0:-:3--:5=-=9---=2=-=o--=-o9=----' 


Subject: Re: Synthetic CDO 


OK. I have the action memo with me. What is our projected calendar date? 

Rob 


----- Original Message ---• 

From: Muoio, Reid· 

To: Khuzami, Robert 

Cc: Scarboro, Cheryl;l""<"""""'
bl< ?)< c)------, 

Sent: Thu Dec 24 08:55:02 2009 
Subject: Re: Synthetic CDO 

Egol is scheduled for January 7. And yes he's the last. He is prettv clean on the papers. Abacus 2007-ACI was clearly 
Tourre's deal. rb)(S) IBut we'll see what we see. 

Sent from my BlackBerry Wireless Handheld 

----- Original Message ----­
From: Khuzami, Robert 
To: Muoio, Reid 
Cc: Scarboro, Cheryl;L.-I<b_l< 7 _l< c_)_____, 
Sent: Thu Dec 24 08:52:18 2009 
Subject: Re: Synthetic CDO 

Saw it -- any sense it was corning? Is Egol the last deposition to be taken, and ifso when is it scheduled for? 

RK 

----- Original Message ----­
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From: Muoio, Reid 

To: Khuzami, Robert==-------, 

Cc: Scarboro, Cheryl;l 'b)(?)(c) 

Sent: Thu Dec 24 08:4~9,.-:2=-6=--2=o=o-=-9-,_ ____J 

Subject: Synthetic CDOs 

Rob: Hate to bother you during the holidays but I assume you've seen today's NYT article which touches upon pretty much 
every major issue and subject we've been investi,ating these past couple ofyears. Not sure what to do about it but here are 
m hone numbers in case there is.a need to talk: (b)(?)(c) IPs iphone is preferable. Reid 

(b)(7)(C) 

Sent from my BlackBerry Wireless Handheld 
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RE: PSI Page 1 of2 

RE:PSI 1/5/2010 7:52:00 PM 

7~Vcsf~!...t....!:J~.!.L_t----_j Cohen, Stephen LjLl< _ ) ------'1 Davis, Julle ~L(b-_____,_JI Reisner, Lorin L.<b_ l<C_ )(7 l<C ) 

Thx. 

From: Spitler, EricJ. 

Sent: Tuesday, January 05, 2010 10:08 AM 

To: Khuzami1 Robert; Cohen, Stephen L; Davis, Julie Z.; Reisner, Lorin L. 

cc: Henseler, Timothy 

Subject: RE: PSI 


Just for informatiOn, the Senate will be in recess until January 19 so that week would be the earliest they would 
likely schedule a hearing. 

Eric 

From: Khuzami, Robert 

Sent: Monday, January 04, 2010 6:42PM 

To: Cohen, Stephen L.; Davis, Julie Z.; Reisner, Lorin L. 

Cc: Henseler, Timothy; Spitler, Eric J. 

Subject: RE: PSI 


Too soon, and no re.al threat at this point that PSI is moving that fast Plus, I will get the heads up when it is 

scheduled from an outside source. 


Rob 


From: Cohen, Stephen L. 

Sent: Monday, January 04, 20.10 6:19PM 

To: khuzami, Robert; Davis, Julie Z.; Reisner, Lorin L. 

Cc: Henseler, Timothy; Spitler, Eric J. 

Subject: RE: PSI 


We can calendar it for the 14th to be safe, unless you think that is too soon? That should help, 
right? 

From: Khuzami, Robert 
Sent: Monday, January 04, 2010 5:53PM 
To: Davis, Julie Z.; Reisner, Lorin L.; Cohen, Stephen L. 
Cc: Henseler, Timothy; Spitler, Eric J. 
Subject: RE: PSI 

IL::_:::_: ----------------------~------'~$,are 
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shooting for Jan. 21 to present our case to the Commission, so that is early enough thatJ am hopeful wewill 
beat them to the punch. So, for now, justget a sense if you can of when they are scheduled to hold their 
hearing. 

Thx 

Rob 

From: Davis, Julie z. 

Sent: Monday, January 04, 2010 5:43 PM 

To: Khuzami, Robert; Reisner, Lorin L.; Cohen, Stephen L. 

Cc: Henseler, Timothy; Spitler, EricJ. 

Subject: RE: PSI . 


(b)( 5) 

From: Khuzami, Robert 
Sent: Monday, January 04, 2010 1:45 PM 
To: .Schapiro, Mary L.; Nisanci, Didem A.; Spitler, Eric J.; Davis, JulieZ.; Cohen, Stephen L. 
Cc: Reisner, Lc;:>rin L. 
Subject: PSI 

(b )(5) 

Rob 
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RE: Abacus Page l of2 

RE: Abacus 1/5/2010 PM 
From: COhen, Stepher,;;n:;.,L;:;:;·,-;----------, l(b)( 7 )(C ) 

To~~e-is_ner,~:~~~~:_,~ ~ Khuzami, Robert...,.,.,..,____..,........___________----' 


Will do . 

..~~--Original Message----­

From: Reisner, Lorin L. 

Sent: iuesday, January 05,2010 5:03PM 

To: Cohen, Stephen L.; Khuzami, Robert 

Subject: R.E: Abacus 


My vote is 1/28. 

L. 

-----Original Message~---· 


From:. Cohen, Stephen L. 

Sent: Tuesday, January 05, 2010 J: 13 PM 

.To: Reisner, Lorin L.; Khuzami, Robert 

Subject: RE: Abacus 


There is 110 meeting on the 21st. Despite Mary's willingness to do it from LA, Aguilar, Casey and Walter are all out So, 

should we calendar this for the 28th? 


If it matters, we will be unable move it to the !4th after Friday. Whatever you all prefer . 


....·--Original Message----­

From: Reisner, Lorin L. 

Sent: Monday, January 04,2010 10:55 PM 

To: Khuzami, Robert; Cohen, Stephen L. 

Subject: Re: Abacus· 


L. 

----- Original Message ___.._ 


From: Khuzam~. Robert 

To: Cohen, Stephen L. 

Cc: Reisner, Lorin L. 

Sent: Mon Jan 04 21:50:42 2010 

Subject: Re: Abacus 

I think the 14th if the 21st is out, although I'd like Lorin's view on this as well. 

RK 
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Page 2 of2RE:Abacus 

~----Original Message----­
From: Cohen, Stephen L. 

To: Khuzami, Robert 
Sent: Mon Jan 04 21:46:58 2010 
Subject: RE: Abacus 

(b)( 5) 
l 21 t doesn't work, then do you prefer the I 4th? 

(b)( s ) I believe Elisse and Kathy are out Mary'-w-.7l'il7 7•-.(,....as_w..,..il"'"l-y-ou~),....o_n_t..,..b-e""'2""1-.st-,..,..b-u-t-.sb,_e-m--ay--.d,-o_t,....he--m-e-et..,..in_g _,
l b,-e-T'in-C::::A _ 
from the LA office.. Her schedule hasn't been nailed down yet. I can try to figure that out tomorrow if it will make a 
difference, but can't guarantee we will know. lfMLS doesn't participate, there will be no meeting on the 21st. 

-----Original Message----­

From: Khuzami, Robert 

Sent: Monday, January 04, 2010 9:42 PM 


To: Cohen, Stephen L 

Subject: Re: Abacus 


Might be, . . 


----- Original Message ----­

From: Cohen, Stephen L. 

To: Khuzami, Robert 

Sent: Mon Jan 04 19:22: 19 2010 

Subject: Abacus 


Rob: 

Will this case be.controversial? There may be quorum issues on the 21st... 


c 11 0 /"\£\ 1 £\ 
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FW: Priority Case Report Updates Due Monday, January 4th by 3:00 EST thanks Page 1 of3 


RE: PriQrity Case Report Updates Due Monday, January 4th by 3:00 ESliil:hanks:36 PM 

From: Muoio, Reid 
To: Scarboro, Chervtl(b)(?)(C) 

When we getto Penn Station around 6:30, yes. 

Sent from my BlackBerry Wireless Handheld 

From: Scarboro, Cheryl 
To: Muoio,. Reid 
Sent: Thu Jan 07 16:16:00 2010 
Subject: RE: Priority Case Report Updates Due Monday, January 4th by 3:00 Esr thanks 

Do you have a minute to call re Egol? 

Cc: (b)(?)(C) rboro, Cheryl; MuOio, Reid 
Subject: Re: Priority Case Report Updates Due Monday, January 4th by 3:00 EST thanks 

Current pland is to calendar Abacus 2007-AC1 for January 28 with a view towards filing on Friday January 29 or 

Monday February 1, 2010. 


Satyam will probably not be filed until March 2010. 


Sentfrom my BlackBerry Wireless Handheld 


From:l(b)(?)(c) ............. I 
To: Muoio. Reid
cc:l(b)(7)(C) I 
Sent: Thu Jan 07 16:01:57 2010 
Subject: FW: PrioritY Case Report Updates Due Monday, January 4th by 3:00 Esr thanks 

Reid: 

Both ABACUS and Satyam have January as target filing date. Can it stand for the moment or you'd like to push 
it back. 

Thanks and regards, 

(b)(7)(C) 

Division of Enforcement 
U.S. Securities and Exchange Commission 

100 F Street, N.E. 

Washington, DC 20549-5546 

Direct: l(b)(7)(c) I 
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Page 2 of3FW: Priority Case Report Updates Due Monday, January 4th by 3:00 EST thanks 
,. 

From: Muoio, Reid 
Sent: Wednesda December 30 2009 1:20PM
To: (b)(7)(C) 

Cc: Scarboro, Cheryl; (b)(?)(c) Muoio, Reid 
Subject: RE: Priority Case Report Updates Due Monday~. January 4th by 3:00 EST thanks 

(b )(5 ) 

rb)(?)(c) could you please do J&J and other high priority FCPA? Tyanks. ·Reid (b)(?)(c) 

From~......b)(?=)<c====..-~< =	 ) 
Sent: wectriesday;becember 30, 2009 11:58 AM 
To: Romero, RoseL.; Korotash, Stephen J.; Hoerl, .Donald M.;l(b)(?)(c) IFagel, Marc J.; Dicke, Michael 
S.; Gordon, Glenn S.; Tyson, Rosalind R.; Petition, Andrew G.; Layne, Michele W.; Calamari, Andrew M.; 
Rosenfeld, David; Gillette, Merri Jo; Burson, Robert J.; Warren, Timothy L.; Hawke, Daniel; Greenberg, Elaine 
C.; Bergers, David; Dugan, John T. (BRO); Chion, Antonia; Firestone, Rick; Scarboro, Cheryl; Conte, 
Christopher; Friestad, Scott; Blackburn, Robert B.; l<b)(?)(c) 

I 
·1 

(b)(?)(C) ICanellos Georoe: r(b)(?)(C) 

(b)(7)(C) I 
(:c: l(b)(7)(C) I 
Subject: Priority Case Report Updates Due Monday, January 4th by 3:00 EST thanks 
Importance: High 

All, 

Please update all of your priority cases by 3:00, Monday, January 4th. (Last report is attached for your 
convenience). In updating: 

1. 	 please check all items in the blue box, especially "Initial Target Date (or Revised)" and 
"Coordinating" with other regulators. 

ii. 	 please keep the "Activity Jn LastThree Weeks" field to no more than 1-2 sentences. 

iii. 	 please check all information in the case name, case number and the main summary. You may (but 
do not need to) make edits to the mai.n summary if it is inaccurate~ do not make it longer, if you 
add, you must also delete. 

-)(7-)(C_)____~ Please• COpy me and· l.(b ~cc'd above) on your responses. 

<< File: Enforcement Priority Case Report (12 18 09),doc >> 

Thank you for your help! 

·j(b)(7)(C) 11 	 \X \ \ "1 h Ifile://c:\documents and settmgsL.._____jllocal settings\temp ·· l·.cl4 ema1 .•. tm 5/14/2010 
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FW: Priority Case Report Updates Due Monday, January 4th by 3:00 EST thanks Page 3 of3 
"' 


Happy New Year! 


rb)(7)(C) 

(b)(7)(C) 

I 

Division ofEnforcement 
U.S. Securities and Exchange Commission 
IOO F Street, N.E. 
Washington. DC 20549-5546 
D. rb)(7)(C) 1rect: 

1 
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Re: Goldman - Senate Inquiry Page 1 of I 

RE: Goldman - Senate Inquiry 1/9/2010 10:52:17 AM 
From: Scarboro,,:~\Q1-------, 

No attachment. 

Sent from my BlackBerry Wireless Handheld 


-----Original Message --~-­


From: Muoio, Reid 

To: Khuzami, Robert 

Cc: Scarboro, Cheryl; Muoio, Reid 


Sent: Sat.Jan 09 07:.39:55 20 I 0 

Subject: Goldman - Senate Inquiry 


l·Attachment 
Rob: lfl've done this correctly on my blackberry, attached is a copy ofthe subpoena Goldman received in connection with 
the upcoming Senate hearings. We have been receiving copies ofdocuments produced in response thereto. We have also 
learned that Goldman's outside counsel (Sullivan +Cromwell) is meeting with Senate staffers the week ofJanumy 25 to 
brief them on these issues. Other major firms have received and responded to similar requests. Reidl(b)(?)(c) 

l(b)( 7 )(C ) I L.-------------' 

Sent from my BlackBerry Wireless Handheld 
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RE: ABACUS 2007-ACI --Senate Inquiry Page 1 ofl 

RE: ABACUS 2007-ACl ·-- Senate Inquiry 
;~~~~uz:;J'"'=<~~l<7~~~) "---------, Reisner Lorin L (b)(?)(C) 
Cc: (b)(7)(C) 

l/15/2010 10:51:50 AM 

I thought about this after our meeting last night, and the inquiry may be one add'l reason to proceed with the 
case and Wells Egol on parallel tracks, assuming that is the result we reach with Egol. 

Fro~ Muoio, Reid 

Sent:. Friday, January 15, 2010 10:44 AM 

To: Khuzami, Robert; Reisner, Lorin L.; Scarboro, Cheryl

Cc: Muoio, Reid;l(b)(?)(C) r 

Subject: ABACUS 2007·AC1 - Senate Inquiry 

According· to .outside counsel (Sulliva.n & Cromwell), Goldma11 h~r .b~provided c:onies to the Senate of all 

documents produced to the SEC pursuant to a me-too request. [~ ) 


r )(5) (bm[\" __,__,dIReidl7EI )(5) ====-"'=····=·······=······=·······=·······=·······=······=·······=·······=·······=······=·······=·······=·······=······=·······=·······=·······=······=·······=·······=·······=······=········=· 
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FW: ABACUS 2007-ACl --Senate Inquiry Page 1 of 1 

RE: ABACUS 2007-ACl -- Senate Inquiry 1/15/2010 5:38:53 PM 
From~(b)(?)(C) I · .................................. , 

To: Muoio, Reid l(b)(?)(C) 

Yes, it is the one attached. The Permanent Subcommittee on Investigations, chaired by Senator Levin. 

Goldman believes they are working somewhat in tandem, but separately, from the separate investigation into the 

causes of the financial crisis chaired by Mr. Angelides. 


From: Muoio, Reid 
Sent: Friday, January 15, 2010 11:29 AM 
To:l'b)(7)(C) I 
Subject: FW: ABACUS 2007-ACl-- Senate Inquiry 

Please confirm with Klapper. 

From: Muoio, Reid 
Sent: Friday, January 15, 2010 11:29 AM 
To: Cohen, Stephen L 
Subject: RE: ABACUS 2007-ACl -- Senate Inquiry 

I believe this one (see attached) but we are seeking to confirm. ReidLI'b-)(?-)(c_)------' 

From: Cohen, Stephen L 
Sent: Friday, January l5, 2010 11:27 AM 
l'o: Muoio, Reid 
Subject: Re: ABACUS 2007-ACl -- Senate Inquiry 

Do we know who in Senate asked for docs? What Ctee? 

From: Muoio, Reid 
To: Cohen, Stephen L. 
Sent: Fri Jan 15 10:45:02 2010 
Subject: FW: ABACUS 2007-ACl -· Senate Inquiry 

From: Muoio, Reid 
Sent: Friday, January 15, 2010 10:44 AM 
To: Khuzami, Robert; Reisner, Lorin L.; ScarbOro, Cheryl 
Cc: Muoio, Reid;l'b)(?)(c) I 
Subject: ABACUS 2007-ACl -- Senate Inquiry 

. J(b)(7)(C) ~ 
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FW: ABACUS 2007-ACl ~~ Senate Inquiry Page 1 ofl 

RE: ABACUS 2007-ACl .._ Senate Inquiry 1/15/2010 11:25:20 AM 
From: Muoio, Reid 
To: Cohen, Stephen y (b)(?)(C) 

Agreed. We are meeting again to discuss the matter again on Tuesday 1/19 at 4:30pm with Rob and Lorin and 
members of the Trial Unit · 

From: Cohen, Stephen L 
Sent: Friday, January 15, 2010 11:24 AM 
To: Muoio, Reid 
SUbject: Re: ABACUS 2007-AC1-· Senate Inquiry 

We really need to bring this case on the 28th... 

From: Muoio, Reid 
To: Cohen, Stephen L. 
Sent: Fri Jan 15 10:45:02 2010 
SU~ject: FW: ABACUS 2007-ACl-- Senate Inquiry 

From: Muoio, Reid 
Sent: Friday, January.15, 2010 10:44 AM 
To: Khuzami,.RoE: Reisner Lorin 1.: Scarboro rheryl 
Cc: Muoio, Reid; (b)(?)(C) 
Subject: ABACU;;ijo7=1\cr::Senate Inquiry 

According to outside counsel (Sullivan & Cromwell), Goldman has provided copies to the Senate of an 
documents produced to the SEC pursuant to a me-too re uest.l(b)(?)(c) 

(b)(7)(c) Rei (b)(7)(c) '---·----------------------' 
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f!V: ABACUS 2007-ACI --Senate Inquiry Page I of2 

RE: ABACUS 2007-ACl ..... Senate Inquiry 1/15/2010 12:52:28 PM 
From: Henseler, 1].~~--------,

ITii<bTll)(~licic5l~a=VJ=·s.L!J=u=ue=--=z=.__7l.,_c) <b_______JI Nisanci, Didem A. '-rb)< )< c) ------'1 Spitler, Eric J.) <bl<<_____jCohen, Stephen L.'-ll<
7

)< c) _
7 

__

Which knowing PSI is almost certainly accurate given that they are just getting large volume of docs (they almost 
certainly wouldn't hold the hearing w/o going through them in some level of detail}. 

From: Davis, Julie z. 
Sent: Friday, January 15, 2010 11:48 AM 
To: Cohen, Stephen L.; Nisanci, Didem A.; Spitler, Eric J.; Henseler, Timothy 
Subject: RE: ABACUS 2007-ACl --Senate Inquiry 

For what it's worth,. the soft touch intel we're getting from PSI is that they are not doing a hearing on 
this anytime soon. 

From: Cohen, Stephen L. 
Sent: Friday, January 15, 2010 11.:43 AM 
To: Nisanci, Didem A.; Spitler, Eric l.; Davis,. Julie Z.; Henseler, Timothy 
Subject: RE: ABACUS 2007-AC1 -- Senate Inquiry 

We're pressing them to bring it at the next dosed meeting on the 281h. There are some internal issues 
about which individuals to charge that they are working through. I'll let you know if that does NOT 
happen. 

From: Nisanei, Didem A, 
Sent: Friday, January 15, 2010 11:14 AM 
To: Cohen, Stephen L.; Spitler, Eric J.; Davis, Julie Z.; Henseler, Timothy 
Subject: Re: ABACUS 2007-AC1 -- Senate Inquiry 

Right, so all the more important to bring the case . 

From: Cohen, Stephen L 
To: Spitler, Eric J.; Davis, Julie Z.; Henseler, Timothy; Nisanci, Didem A. 
Sent: Fri Jan 15 11:06:37 2010 
Subject: Fw: ABACUS 2007-ACl --Senate Inquiry 

From: Muoio, Reid 
To: Cohen, Stephen L. 
Sent: Fri Jan 15 10:.45:02 2010 
Subject: FW: ABACUS 2007-AC1- Senate Inquiry 

From: Muoio, Reid 
Sent: Friday, January 15, 2010 10:44 AM 
To: Khuzami, Robert: Reisner, Lorin L.; Scarboro. Cheryl 
Cc: Muoio, Reid; i<b)(7 

)(c ) I 
Subject: ABACUS 2007-ACl --Senate Inquiry 
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FW: ABACUS 2007-ACl --Senate Inquiry Page 2 of2 
, 

According to outside counsel (Sullivan & Cromwell), Goldman has provided copies to the Senate of all 

~ ~~:::gomenl$ produced to~ SEC pursu~ilt tQ a m~:~,i,:l:/,~'"' '"'""" 
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(b)(7)(C) 

FW: ABACUS 2007-ACl --Senate Inquiry 

RE: ABACUS 2007-ACl -- Senate Inquiry 
from: Cohen, ~eoben L 

To: Muoio, ReidEl<Cl 


Page 1 ofl 

1/15/2010 11:54:19 AM 

(b)(5) 

From: Muoio, Reid 
Sent: Friday, January 15, 2010 11:47 AM 
To: Cohen, Stephen L 
Subject: FW: ABACUS 2007-AC1-~ Senate Inquiry 

The answer is yes, it's the Senate Permanent Subcommittee on Investigations. You should also know that 
FINRA o ened a related matter on xmas eve in response to the NYT article (see doc request attached). Reid 

From: Muoio, Reid 
Sent: Friday/ January 15, 2010 11:29 AM 
To: Cohen, Stephen L · 
Subject: RE: ABACUS 2007.:.AC1 _,.Senate Inquiry 

(b)(7)(C) 

I believe this one. (see attached) but we are seeking to confirm. Reid 

From: Cohen, Stephen L. 
Sent: Friday/ January 15, 2010 11:27 AM 
To: Muoio1 Reid 
Subject: Re: ABACUS 2007-AC1 -- Senate Inquiry 

Do we know who in Senate asked for docs? What Ctee? 

From: Muoio, Reid 
To: Cohen1 Stephen L 
Sent: fri Jan 15 10:45:02 2010 
Subject: FW: ABACUS 2007-ACl ~-Senate Inquiry 

From: Muoio, Reid 
Sent: Friday, January 15, 2010 10:44 AM 
To: l<huzami, Robert; Reisner/ Lorin l.; Scarboro, Cheryl 
Cc: Muoio, Reid~(b)(?)(c) I 
Subject: ABACUS 2007-ACl -- Senate Inquiry 
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7l<Cl 

RE: ABACUS 2007-ACl (H0-10911) Page 1 of2 .. 

RE: ABACUS 2007-AC1 (H0-10911) 1/19/2010 6:41:21 PM 
From: Muoio Reid 
To: (b)(7)(C) 


Cc: Cohen, Stephen L (bl<7l<Cl 


We met again this afternoon with the Front Office to discuss this matter. We would like to have our 
recommendation against Goldman and Tourre considered at the January 28 closed commission meeting and will 
get you a final action memo within the nex d r . We will then place Wells calls·to Egol and perhaps one 
additional individual defendant. Reid (b)( 

7 
)(c) 

From:l(b)(7)(c) I 
sent: Thursday, January 14, 2010 11:34 AM 
To: Muoio, Reid; Scarboro, Cheryl 
Cc: Cohen, Stephen L. 
SUbject: RE: ABACUS 2007-ACl {H0-10911) 

OK 

From: MUOio, Reid 

Sent: Thursdi!}', liJnuary 14, 2010 11:34 AM 

To: i<bl(7)(c) ISciJrboro, Cheryl 

Ca Cohen, Stephen L 

Subject: RE: ABACUS 2007-ACl (HQ-10911) 

We are meeting with the Front Office toda at 4:30 pm to discuss this recommendation. We will email you an 

answer after that meeting. OK? Reid (bl<
 

Fnxn:l~)(7-_~----~<b-)(c ) 
sent: Thursday, January 14,. 2010 11:32 AM 

To: Scarboro, Cheryl; Muoio, Reid 

Cc: Cohen, Stephen L 

SUbject: FW: ABACUS 2007-AC1 (H0-10911) 


When will we get the memo? I am holding a spot for the 1128 calendar -- which currently has 8 items 
calendared. 

From: MUOio, Reid 

Sent: Mondi!}', January 04, 2010 4:15 •PM 

To: ~j<-)(C ) )(7------~b)(7----~1 tt~r=p!iw~~~~~~~;._l(b-)(C ) 

• ~ (b)(7)(C) Ifile:/lc:\documents and settmgs
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RE: 070207 tourre informs all of plan.pdf- Adobe Acrobat Professional Page 1 of2 

RE: 070207 tourre informs all of plan.pdf • Adobe Acrobat Professionai'22/20lo6:09:14 PM 
From: Scarboro, Che~l 

· To: Muoio, Reid l (b)( ? )(: ---------- ­

I disagree. 

Sent from my BlackBerry Wireless Handheld 


From: Muoio, Reid 
To: Scarboro, Cheryl 
.sent: Fri Jan 22 17:05:17 2010 
Subject: RE: 070207 tourre informs all of plan.pdf- Adobe Acrobat Professional 

I realize that's the approach we have taken in the past. But my sense is that we really are on a 24-7 news cycle 
nowadays. Look at how much attention Gretchen's NYTs article got and it ran on Xmas eve. 

I would prefer not to file on a Friday. I suggest Monday, Feb 1. 
Sent from my BlackBerry Wireless Handheld 

From: Muoio, Reid 

To: Reisner. Lorin L.:l (b)(?)(c) 
 JScarboro1 Chery..;,-,1=,.---------,cct)(7)(C) ILench, Kenneth;IL'b-)(?-)(c_)_______, 
sent: Fri Jan 22 16:01:24 2010 
Subject: RE: 070207 tourre informs all of plan.pdf- Adobe Acrobat Professional 

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

From: Reisner, Lorin L. 
Sent: Friday, January 22, 20103:10 PM 
To:l'b)(?)(C) IMuoio, Reid; Scarboro, Cheryl 
Subject: RE: 070207 tourre informs all of plan. pdf - Adobe Acrobat Professional 

(b)(5) 

file://c:\documents and settings\searcherll4\local settings\temp\Xl \c5\emaiLhtml 5/18/2010 

L 

file://c:\documents


76 




RE: 070207 tourre informs all ofplan.pdf- Adobe Acrobat Professional Page 1 of2 

RE: 070207 tourre informs au of plan.pdf- Adobe Acrobat Professional'22/20106:36:24 PM 
from; Muoio, Reid ="""'-------, 
To: •Lench, Kenneth 

(b)(5) 

Sent from my BlackBerry Wireless Handheld 

from: Lench, Kenneth 
To: Muoio, Reid 
Sent: Fri Jan 22 17:31:47 2010 
Subject: Re: 070207 tourre informs all of plan.pdf ~ Adobe Acrobat Professional 

I can't recall now, butwasn't there a reason we couldn't wait until Monday? 

From: Muoio, Reid J<b)(?)(c) 
To: Reisner I orin I ~ ~ Scarboro, Chery~l=--------.,Cc: i<b)(7)(C) [Lench, Kenneth;j._<b_________,)< ?)< c) 
Sent: Fri Jan 22 16:01:24 2010 
Subject: RE: 070207 tourre informs all of plan.pdf- Adobe Acrobat Professional 

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

From: Reisner, Lorin L. 
Sent: Frida Janua · 22, 2010 3:10PM 
To: (b)(?)(C) Muoio, Reid; Scarboro, Cheryl 
Subject: RE: 070207 tourre informs all of plan.pdf Adobe Acrobat Professional 

(b)(5) 

=-----!(b)(7)(C) 
From:1

':::-:--:----:::----:::-:::--::--::-'
Sent: Friday, January 22, 2010 2:33PM 

To: Muoio, Reid; Scarboro, Cheryl; Reisner, Lorin L 

Subject: 070207 tourre informs all of plan.pdf- Adobe Acrobat Professional 


<< File: 070207 tourre informs all of plan >> The question came up at our meeting 

earlier this week if Lehman and Sparks., higher up the food chain, knew the gist of the 
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RE: 070207 tourre informs all of plan.pdf- Adobe Acrobat Professional Page 2 of2 

Abacus-01. See attached. 
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Page I of2 

.1/24/2010 10:21:23 AMRe: 
From: Schapiro, Mary I 

To: Cohen, Stephen q <b)(?)(c ) 


Yes, thanks 

From: Cohen, Stephen L. 
To: Schapiro, Mary L 
Sen': Su.nJan 24 08:52:40 2010 

.SUbject: Re: 

(b)(5) 

From: Schapiro, Mary L 

To: Cohen, Stephen L. 

Sent: Sun Jan 24 08:19:58 2010 

Subject: Re: 


I am very anxious to get the GS case out - do we name individual? No settlement, right? 

From: Cohen, Stephen L 
To: SChapiro, Mary L 
Sent: Sun Jan 24 08:17:15 2010 
SUbject: Re: 

Hmmm. That'd be something. Thanks! 

We have some good cases coming down the pike in the next couple of wee.ks. Goldman/cdo this week. State 
Street the week after. And I think more down the stretch. 

Will have a draft CCOutreach speech for you in the morning (unless you want it sooner). 

From: Schapiro, Mary L 

To.: Cohen, Stephen L. 

Sent: Sun Jan 24 08:12:43 2010 

Subject: Re: 


No. But they did talk about getting our relationship back on track. 

From: Cohen, Stephen L 
To: Schapiro, Mary L 
Sent: Sun Jan 24 08:04:45 2010 
Subject: Re: 

file://c :\documents and settings\seareher 114\local settings\temp\X l \c27\emaiLhtml 5/5/2010 
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No mention of BoA I assume? 

From: Schapiro, Mary t. 

To: Cohen, Stephen L 

Sent: sun Jan 24 07:58:30 2010 

Subject: Re: 


Yes, twice. And ~~~i:!rrii:!]conveyed to R's lawyers that he was watching closely the disposition of our matter with 

him and that we were working together. 


From: Cohen, Stephen L. 

To: Schapiro, Mary L 

sent: sat Jan 23 17:07:14 2010 

Subject: 


Do you know if Rob eve.r talked to 

Stephen L. Cohen 

Senior Advisor to the Chairman 

Securities and Exchange Commission 
(b)(7)(C) 
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Page lofl 

Re: 1/~5/2010 7:51:28 AM 

From: Cohen, str;;:ep~hen,s,;.;-=L'--------,
To: Muoio, Reid l (b)(?)(C) 

Thanks. I'll poll .folks and letyou know ollr thoughts. 

From: Muoio, Reid 

To: Cohen, Stephen L 

Serit: Mon Jan 25 06:38:48 2010 · 

Sub]ect: Re: 

(b)(5) 

(b)(5) 1Reidr(7)(C) I 

Sent rrom my BlackBerry Wireless Handheld 

From: Muoio, Reid 

To:·Cohen, Stephen l. 

Sent: Mon Jan 25 04:33:20 2010 

Subject: Re: 


~========~--~ 

Sent from my BlackBerry Wireless Handheld 

From: Cohen, Stephen L. 
To: Muoio, Reid 
Sent: Sun Jan 24 22:41:14 2010 
Subject: 

. When.would you file Goldman if approved? 

·Stephen L Cohen 

Senior Advisor to the Chairman 
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Page 1 of2 

RE: 
From: Muoio, Reid l<bl(7)(c ) 

To: Cohen, Stephen L1 

Works for me, You might want to .check with Lorin. 

1/25/2010 11:53:19 AM 

__________.____,________ 

From: Cohen, Stephen L 
Sent: Monday, January 25, 2010 10:19 AM 
To: Muoio, Reid 
Subject: RE: 

Any chance we can file Thursday afternoon? 

from: Muoio, Reid 

Sent: Monday, January 25,.2010 6:39 AM 

To: Cohen1 Stephen L 

Subject: Re: 


r:: ~'--b--C)( )(7 )( __ - • • I___J 

Sent from my BlackBerry Wireless Handheld 

From: Muoio, Reid 
To: Cohen1 Stephen L 
Sent: Men Jan 25 04:33:20 2010 
Subject: Re: 

\'"(b " )(5) reid '--rb-)(7-)(C-) ----' 

Sent from my BlackBerry Wireless Handheld 

From: Cohen, Stephen l. 

To: Muoio, Reid 

Sent: Sun Jan 24 22:41:14 2010 

SUbject: 

When would you file Goldman if approved? 

Stephen L. Cohen 

Senior Advisor to the Chairman 
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Page 1 ofl 

1/25/2010 1:24:40 PMRE: Abacus 
From: Reisner, Lorin '-==,...--------, 
To: Cohen, Stephen L (b)( ?J(C J 

I think that we are targeting Monday 2/1 for filing if approved by the Commission. 

From: Cohen, Stephen L 

Sent: Tuesday, January 26, 2010 1i:2J PM 

To: Reisner, Lorin L. · 

SUbject: Abacus 


Assuming the Comm'ri approves, do you want to bring it Thursday afternoon? 

Stephen..L Cohen 

. Senior Advisor .to the Chairman 

Securities and Exchange Cor_nmissiori . 
(b)(7)(C ) 
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Pagel of 1 

Abacus . 1/26/2010 1:27:40 PM 

From: Cohen, Step.ru:>,,JJ•~n~l~~------, 
To: Marlin, Myron y <b)(?)(c ) I 

(b)( 5) 

Stephen L. Cohen 

Senior Advisor to the Chairman 

Securities and Exchange CommiSsion 
(b)(7)(C ) 
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Re:ABACUS Page 1 of2 " 

1/26/2010 11:38:59 AM 

Thanks. I hear.the chairman Wants to file Thursday, so you'll need to have someone standing 
by at the courthouse, I guess. I'll pr~pare a civil cover sheet.l(b)(?)(C) lis admitted in the 

·SONY so he can sign the complaint since he will be part of the litigation team. 

!'"~"" I 

Securities and Exchange Commission 
100 F St., NE 

From:. Muoio, Reid 

Sent: Tuesday, Januarv 26, 2010 11:36 AM 

To: l<b)(?)(C) I 

Cc: Scarboro, Cheryl; Muoio, Reid;l<b)(?)(c) 

Subject: RE: ABACUS '---·______________, 


l(b)(5) 


..._rb-)(5-) --~------------'1Reidrb)(7)(C) 

Did not see this until 11:15 so decided I was too tate. 

l(b)(7)(C) 

Securities and Exchange Commission 
100 FSt., NE 

From: Muoio, Reid 

Seft: Tuesday. Januarv 26. 2010 11:04 Aj
To (b)(7)(c) 

SUbject: t=W: ABACUS 
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Re:ABACUS Page2of2 

On the way 

Sent from my BlackBerry Wireless Handheld 

On 1/26/10 10:06 AM~ "Muoio;Reid"JL<b-)(?-)(c_)________Jiwrote: 

I think Cheryl and I are both available at 11 today. Does that work? 

Sent from my BlackBerry Wireless Handheld 

(b)(7)(C) 
From: 
·~~----~~To: (b)(?)(C) Muoio. Reid 

Cc: Scarboro, Cheryl;l.._<..,.-)(C==­b)(? ) ---.............-----' 

sent: Tue Jan 26 10:04:51 2010 
Subject: RE:ABACUS 
Let me double check with Reid, but I believe we are generally available except between I and 2. Note, I've also 
copied Cheryl Scarboro on this email; she may want to participate. 

l(b)(7)(C) 

Hello. Are you folks, or others on the ABACUS matter, available to discuss the case today? I have a couple 
questions, primarily on the pros and cons of charging Paulson and the OS wells argument. 

Thank you. 

l(b)(7)(C) I 
Counselto·commissioner Luis A. Aguilar 
1 rs Securitie<: & Fxchange Commission rb)(7)(C) 

1 

, i (b)(7)(C) 
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· Abacus 2007-ACl case Page 1 of2 

RE:. Abacus 2007-AC1 case 1/25/2010 2:37:54 PM 
From: MuoiO, Reid l(b)(7)(C) 

To: 5carboro, Cheryl . 

. Yes with a hard stopjust before 2. 


Sent from my BlackBerry Wireless Handheld 


From: Scarboro, Cheryl 
To: Muoio, Reid 
Sent: Mon Jan 25 14:37:18 2010 
Subject: Re: Abacus 2007-ACl case 

Is Lorin attending? 

Sent from my BlackBerry Wireless Handheld 


Looks like we have .a quantum mass available at 1 :00 pm tomorrow. We'll come up to your offices. Thanks. Reid 
l(b)(7)(C) I 

_......._._, 
 ·..,;..,;;,;,_... ------­
Sent from my BlackBerry Wireless Handheld 

l
(b)(7)(C) 


From:L.----,-,----..,.-J 


~~~<~~g>oro. Chervlj Muoio, Reid 


Sent: Moll Jall25 14:04:48 2010 

Subject: Abacus 2007-ACl case 


Commissioner Paredes would like to meet with you and your team tomorrow to discuss this 
case. He is available Tuesday after 9.:30. Please let me know a time that is convenient for 
you; we should budget one hour. Thanks. 

r b)(7)(C) 

Counsel to Commissioner Troy A. Paredes 

U.S. Securities and Exchange Commission 


100 F Street, N.E. 


Washington, D.C. 20549 
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(b)( 7 )(C ) 
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ABACUS -- urgent 	 Page 1 of 1 

R.E: ABACUS -- urgent 	 1/27/2010 12:25:03 PM 

From: Scarboro ~9ervl 


To: Muoio, Re,_id..J.J<_:<_:l_<c_) -----'-·-----


Ok 

Sent from my BlackBerry Wireless Handheld 


,	From: Muoio, Reid 
To: Scarboro, Cheryl;, Lench, Kenneth 
Sent: Wed Jan 27 11:.24:21 2010 
Subject: ABACUS -.., urgent 

Lorin is available right now through 12:00 noon to discuss whether or notto pull the recornm~~
· .........................., 
Reid (b)(?)(c ) tomorrow's calendar, which he is inclined to do. Asks that we drop by asap to discuss. 
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RE: Page 1 of 1 

1/27/2010 1:12:26 PM 

ok 

-----Original Message----­

From: Cohen,.Stephen L. 

Sent; Wednesday, January 27,2010 12:04 PM 


~~r(7)(C ) I 

Sul5Ject: 


Please pull the .a~acus from the calendar atthe request ofthe enfdivision. It will be rescheduled shortly. 
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RE: ABACUS2007-AC1, calendared for 1128/10 Page 1 of2 

1/27/2010 2:21:10 PM 

thanks 

From: Muoio, Reid 

Se~t: Wednesday. Januarv 27. 2010 1:14PM 

To: (b )(7)(c ) I 
Subject: RE: ABACUS 2007-AC1, calendared for 1/28/10 

l(b )(S) 

From:..,_l<b=)(?=)(c=) ====== 

~~~u~i6~~e;i~~~h~~)nua: 27,2010 1:02 PM 
1 

Subject: RE: ABACUS 200'7~AC1, calendared for l/28/10 

Thanks.lLco=)(s=) ________________________, 

From: Muoio, Reid 

Se.nt: Wednesday, January 27, 2010 12:56 PM 

To: l <b )(7)(C ) I 
Subject: RE: ABACUS 2007-AC1, calendared for 1/28/10 

(b )(S) 

From:l<b )(?)(c ) I 
Sent: Wednesday, January 27., 2010 12:32 PM 
To: Muoio, Reid; l <b )(?)(C ) I 
Subject: FW: ABACUS 2007-AC1, calendared for 1/28/10 

Why was this pulled? 

Subject: ABACUS 2007-AC1, calendared for 1/28/10 

Please note that the above-captioned matter has been pulled from the January 28th Closed Meeting 
agenda, at .staff's request; and will be re-calendared at a later date. 

r b )(7)(C ) 

file://c:\documents and settings\searcher 114\local settings\temp\Xl\c 18\email.html 5/18/2010 

file://c:\documents


RE: ABACUS 2007-ACI, calendared for 1128/10 Page 2 of2 

I'"'"''" 

Securities ond Exchange Commission 


100 F Street, N.E., Room 10921 


Woshington , DC 20549-1090 


I'"'"''" 
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RE: January 28, 2010 Closed Commission Meeting Page 1 of3 

1/28/2010 3:56:49 PM 

,l(b)(7)(C) 

ThanksI I 
(b)(7)(C) 

Denver Regional Office 

l J S Secmities & Excbanae Commission 


l (b)(7)(C) I 
Denver, Colorado 
80202 

From:!:::l<b)(7 _) --=------=---_J=--)(c

Erfr,;QjUrSdal£. JanuatY2l!. 2lllll1:53 2M 

Subject: RE: January 28, 2010 Closed Commission Meeting • 
Here's the memo. 

We pulled to give time to Wells another possible D. 

r b)(7)(C) 

<<File: Abacus.ho.l09ll.Goldman.Tourre.action.memo.final.l.21.10.doc >> 

(b)(7)(C) (b)(7) 

Y7s. .nd rc) iFQl!gpted sa~e of these facts for us early on and it would be helpful to see how they are 
la1d out 1n e1r memo. could we take a look at your memo? Also, I saw that you'd pulled the 
recommendation for now. Are you getting push back? 

Denver Regional Office 
U S Securities & Exchanae Commission 

l(b)(7)(C) I 
Denver, Colorado 

------j(b)(7)(C) 

From:l~,.=====,..--J
Sent: fhursday,' Ianuary 28, 2o1o 1:39PM 

file://c:\documents and settings\searcher612\loca1 settings\ temp \XI \c6\email.html 61I6/2010 

80202 

file://c:\documents


RE: January 28, 2010 Closed Commission Meeting Page2 of3 

To: i<b)(7)(c) I 
Subject: FW: January 28, 2010 Closed Commission Meeting 

I thought the ABACUS 2007 Home Office matter sounded familiar to Vanderbilt. Would it be worthwhile to get 

the memo? If so, I would like a copy. Thanks. 


(b)(7)(C) 

ABACUS 2007-ACl 


(HO) 


(Glenn) 


Summary: 
(b)(5) 
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RE: January 28,2010 Closed Commission Meeting Page 3 of3 

(b)( 5 ) 

Significant Issues: 
(b)( 5 ) 

(b)( 7 )(C ) 

From: 
sent: ~w""'ea""'····· n=e=s=a=y=;""'Ja=n,-u_,ary 27, 2010 10:09 AM· ·
To: #ENE - HO & Reo ions 

Cc: l(b)( 7 )(C ) I 

Subject: January 28, 2010 Closed Commission Meeting 

Attached is a summary of recommendations and possible issues for Thursday's closed 
Commission meeting. The pre-calendar briefing ls at 3 pm today in room 5000. Please 
note the NEW call-in number and meeting ID number. 

r b)( 7 )(C ) 

<<File: 01-28-2010.doc >> 
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ft.E: Follow-up Reminder for National Priority Case Report Updates -Page 1 of2 

RE: FoUow..up Reminder for National Priority Case Report Updates 2/16/2010 2:34:36 PM 
Fro~· """"'" Do>..lTn•l(b)(7)(C) Il(b)(7)(C) 


i( br.~ )' ) "";;;;::;Uill.i;::;"""""' __c) _7)<c) '<b___)___________,I
)(?;.'ffi;~~M ii.;ii...,iif.Lr<b)< ?l<_______..ls.......,cartm......,.r....._.o.c........,fii:ifV""iiu...T<b)<__ f--_____jiLench;·kennetfiiL )< ?)< C
1175 11 

(b)( 5) 

.l(b)(7)(C) I
From:1 

.L,.,..-,.,.....,.,~...,.,..-.-1

Sent: Tuesday, February 16, 2010 12:19 PM 
To: Romero, RoseL; Korotash, Stephen J.; Hoerl, Donald M.;l(b)(?)(c) IFagel, Marc J.; Dicke, Michael 
5.; Gordon1 Glenn 5.; Tyson, RosaUnd R.; Petillon1 AndrewG.; Layne1 Michele W.; Calamari, Andrew M.; 
Rosenfeld/ David; Gillette, Merri Jo; Burson, Robert J.; Warren, Timothy L; Hawke, Daniel; Greenberg, Elaine 
C.; Bergers, David; Dugan, John T. (BRO); Chion1 Antonia· F Ricke 5LduJ!. ro Chervl· Conte. 
Christo
(b)(?)(c) 

pher; Friestad, Scott; Blackburn, Robert B.; 
lcanellos Georae:l<b)(?)(c) 

l(b)(?)(c) 

(b)(7)(C) 

(b)(?)(c) IMuoio Reid~ l<b)(?)(c) I 
Cc~ <b)(7 )(C ) I(D)(I)(C) ~ l(b)(7)(C) I 

L-----~-------.--'
Subject: Follow-up Reminder for National Priority Case Report Updates 

Good afternoon, 

Please be advised that.as of noon, February 1.6, 2010, we have not yet received all of the National Priority Case 
Report Updates. This is a reminder that if you have not yet sent your National Priority Case Report Updates to 
us, please forward them along by the close of business today. We appreciate your anticipated cooperation. 

Sincerely, 

(b)(7)(C) 

U.S. Securities & Exchange Commission 
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Jill: Follow-up Reminder for National Priority Case Report Updates Page 2 of2 

I 


I'"'""" 
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ABACUS 2007-ACl (H0-10911) '--Next Steps? 

FW: ABACUS 2007-AC1 (H0-10911) -- Next Steps? 
From: Muoio. Reid 
Tofb)(7)(C) 

Page 1 of 1 

3/5/2010 10:41:23 AM 

7 
Let's talk, Reid._j<b-)( -)(C-) ____, 

. From: Reisner, Lorin L. 

· Sent: Friday, March 05, 2010 10;24 AM 


~~~<b~7~gi~. R~id l<7)<c )IScarboro, Cheryl; l<huzami, Robert;l'-::~b=-__----------.-l 
Subject: Re: ABACUS 2007-ACt (H0-10911) - Next Steps? . 

Reid, 


Rob wants a short memo on two issues: 

(b)(5) 

I thinkl<bl(7)(c) lis already at wor!< on these issues. (b)(7)(c) n give us an estimate of when the memo 
· e completed. After that, we can come to closure on c arg1ng ecisions and proceed accordingly. Hopefully 

(b)(7)(c) an get us something by early next week. Thanks! 

Lorin 

From: Muoio, Reid 
To: Reisner, Lorin L. 
ec: Lend1,•Kenneth; ScarbQro, Cheryl 
Sent: Frl Mar 05 09:27:42 2010 
S~bject: ABACUS 2007-ACl (H0-10911) - 1\lext.steps? 

l(b)(5) 

Lorin: 1 
(b)(5) 

(b)(5) ,(b)(7)(C) 
[ReidT._(b)-(7 -)(C-) ___,I 

'--~-------~-----~ 
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RE: Priority Case Report Updates Due COB, Tuesday, March 9, 2010 Page 1 of2 

RE: Priority Case Report Updates Due COB, Tuesday, Ma.rch 9, 2010 3/8/201o s:o6:09 PM 
from: Muoio Reid 
To (b)(7)(C) 

(b)(5) 

(b)(7)(C) 

~(b)(7)(C) I 
Sent: Monday, March 08, 2010 8:43AM l(b)(7)(C) ITo:l<b)(?)(c) jRomero, RoseL.; Korotash, Stephen J.; Hoerl, Donald M.;D.; Fagel, 
Marc J.; Dicke, MichaelS.; Gordon, GlennS.; Tyson, Rosalind R.; Petillon, Andrew G.; Layne, Michele W.; 
Calamari, Andrew M.; Rosenfeld, David; Gillette, Merri Jo; Burson, Robert J.; Warren1 Timothy L.; Hawke, 
Daniel; Greenbergr Elaine C.; Bergers, David; Dugan John T. (BRO}· Chion, Antonia· Scarboro Chervl· Conte 
Christooher; Friestad, Scott; Blackburn Robert B.: i<b)(?)(c)
(b)(?)(c) ICanellos Georqe:l<b)(?)(c)
(b)(7)(C) 

(b)(?)(c) IMuoio,. R~.e~id,;:;,l;!:t-·11<_bl<_ 7l_<c_l __---.-_____________________, 
(bl<7l<Cl ILench. Kenneth~l<b)(?)(c) I 
Cc:l(b)(?)(C) I 
Subject: Priority Case Report Updates Due COB, Tuesday, March 9, 2010 

Good morning, 

Please update all of your priority cases by the close of business (in each of your respective time zones), on 
Tuesday, March 9, 2010. In updating, please: 

1. check and edit all items in the blue box, especially the target date and coordinating information; 
2. keep the "Activity in Last Three Weeks" field to no more than 1-2 sentences; and 
3. check all case information, specifically the name, number and the main summary for errors. 

Please copyl(b)(?)(c) bnd myself l(b)(?)(c) bn your responses. Thank you for 
your anticipated cooperation and please let us know if you have any questions. 

Sincerely,· 
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RE: Priority Case Report Updates Due COB, Tuesday, March 9, 2010 Page 2 of2 

(b )(7)(C ) 

U.S. Securities & Exchange Commission 
(b )(7)(C ) 
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RE: Goldman/Abacus: Egol Wells etc.--Privileged and Confidential Page 1 .of3 

~~...........II..ILL...IIj""bacus: Egol Wells etc.--Privileged and_Confidential 2/2St2mo 12:57:42 PM 


. ' R ··d (b)(7)(C ) M~Ttr.;------r----_j UOIO, e1 

been pu11ing the together for Paredes, but it's notcomplete yet. Given the 
change in timing, I temporarily moved to different projects. I will work to complete a dtaft of 
the chart and exhibits by tom.orrow COB. I will also provide any c1dditional thoughts on 
Egol's submission and begin to answer Lorin's questions below. 

l'b)(7)(C ) 

=----i(b )(7)(C ) 

From~'=.::-----:--=--=----=' 
Sent: Thursday, February 25. 2010 12:13 PM 

To: Muoio, Reid~(b)(? )(c ) I 

Subject: FW: Goldman/A~cus: Egol Wells etc.--Privileged and Confidential 

I wasn't involved in the latest go-round on the complaint, but I think you guys had annotated 
it. Don't know if you will want to supplement it with more evidence. I'm working on the expert 
getting the review of the .RMBS bonds. As per my last e-mail on the subject. Don't know the 
status of the Paredes "chart" Let me know how I can help, if at all, other than on the expert. 

I'"'"''" 
Securities and Exchange Commission 

100 F St, NE 

Washington, D.C. 20549-4010 

(b )(7)(C ) 

25 2010 12:07 PM 

l(b )(7)(C ) 

Reid~ 
~-------~ 

For what it's worth, here are some of my initial reactions/questions/comments on the Ego! Wells submission, in 
particular, the Egol declaration: 
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RE: Goldman/Abacus: Egol Wells etc.--Privileged and Confidential Page 2 of3 

(b)(5) 

r b)( 7 )(C ) 

. 1 . when you have a chance, can you please send me a copy of the current draft of the complaint 
and a .binder with the key documents {or excerpts of documents) on which we will rely to prove our case 
(excerpts of offering materials, term sheet, emaifs, memo to Goldman's approval committee etcr Also,. have we 
prepared the chart requested by Commissioner Paredes listing: (1) the specific allegedly misleading statements, 
{2} the source of the misleading statements and (3) the true facts/source of the true facts not disclosed. 

Thanks!! 
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RE: GoldmarJAbacus: Egol Wells .etc.--Privileged and Confidential Page 3 of3 

Lorin 

Lorin L. Reisner 

Deputy Director .of Enforcement 

Securities & Exchange Commission 

100 F Street, N E 

Washington, DC 20549 
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,r-- ·r FW: Egol Page 1 of2 
"­

3/23/2010 3:19:29 PM 

I'm out 
r b)(7)(C) 

Assistant Chief Litigation Counsel 

Securities and Exchange Commission 

100 F St., NE 

Washington, D.C. 20549-4010 

(b)(7)(C) 

From: Khuzami, Robert 

Sent: Tuesday, March 23, 2010 2:24PM l (b)(7)(c ) 


i <~<:C)~uoio Reid: Reisner. Lorin L: Lench. Keonrh; 


Su~~:Egol L-----------------------~------------~ 

(b)(5) 

l<t <gle case a::inst IJurre and Goldman is a good case and an important one to bring. Lrb-)(s-) -----------' 

I. am extremely proud of the professional collaboration among the team, the exchange of sincerely-held views 

and your principled approach to this decision. No other group ofenforcement personnel or prosecutors could 

have done a better job. · 


Sony to do this by email, but I don't' want to hold things up any more than necessary. 
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Rob 
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Unknown 
l(b)( 7 )(C ) I

From: 
Sent: Wednesday, March 24,2010 11:18AM 
To: Cohen. Steohen L 

l(b)( 7 )(C ) ICc: 

Subject: RE.: ABACUS 2007-AC1, calendared for 1/28/1 0 


Noted. 

From: COhen, stephen L 
sent: Wednesday. March24]2010 11:16AM 
To: l'b)( 7 )(C ) . 

CC: 

Subject: FW: ABACUS 2007-ACl, calendared for 1/28/10 


Please hold a spot for this on 4/14 (between us) but keep the pressure on for the memo ... Out of fairness, for 

the moment some decisions still remain that are in Khuzami' s hands. 

Thanks! 


Subject: RE: ABACUS 2007-ACl, calendared for 1/28/10 

We'd like to reserve.a spot for the above-.referenced mrtter on the calendar for the closed commission meeting 
scheduled for Wednesday April.14. ReidLj'b-)(?-)(c_)------' ­

~~--'=-"='~==="'-----------------------~ Scal'boro, Cheryl; Muoio, Reid 
(b)( 7 )(C ) 

Subject: ABACUS 2007-ACl, calendared for 1/28/10 

Please note that the above-captioned matter has been pulled from the January 28th Closed Meeting agenda, at 
staffs request, and will be re-calendared at a later date. 

l(b)( 7 )(C ) 

Officeofii1e secretary 

Securities and Exchange Commission 

100 f Street, N.E., Room 10921 


l'"w,t,h""".. tl<: 2ll0!12T90 
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RE: ABACUS 2007-AC l -- Revised draft action memo is attached . . . Page 1 of 2 

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

From: Muoio, Reid 

Sent: Monday, March 29, 2010 11:54 AM 

To: l(b)(7)(C ) I 

Subject: RE: ABACUS 2007-ACl -- 'Revised draft action memo is attached ••. 

«File: Abacus.ho.1 0911.Goldman.Tourre.action.memo.draft.326.10.doc » 

::=:=-J(b)(7)(C ) I
From:! . 
Sent: ,__,M.--:-o-nd-.-:a----y-,M..-::-arc:-::crh"""'2""'9,"'""'2""0.,...1"'0•1-.--:'1:19 AM 

To: Muoio, Reid 

Subject: RE: ABACUS 2007-ACl -- Revised draft action memo Is attached ... 


Reid, 

Can you s.end the doc in word? both Martin and I are out of the office until Thurs. I will try to 

read this on my laptop but am having problems with the pdf format Or you could cut and 

paste the body of the text into an email 


thx 
l(b)(7)(C ) 

From: Muoio, Reid 

Sent: Friday, March 26, 2010 1:33 PM 

To: Enforcement Action Memos; GC·Advance Review ENF Memos; #TM-1 IAISON-AI I • #1M-ENFORCEMENT I IAISON 

~~~;)( ) : ( -C)C Reisner. Lorin L.: Lench. Kenneth; Muoio, Reid;l ~:h:~rit~:;d\- ?)( ---------------------'b)- -

Subject: ABACUS 2007-ACl -- Revised draft action memo is attached ••. 

... for your expedited comment and review. This is a national priority case against Goldman Sachs for 
misconduct related to the recent financial crisis. We are shooting to send this to the Commission on or before 
Apri11 with a view towards having the matter calendared on April14. As a result, we are asking for everyone's 
comments by COB March 31 at the latest This is the same recommendation we circulated for pre-review four 
months ago on November 24, 2009 except we have added an "Issues Presented" at page 2 and related ==-.. 
i 

(b)( 7)(C ) 
ussion at pages 19-20 explaining our decision not to charge an additional individual defendant Reid (b)(?)(c ) 
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« File: abacus.cdo.ho.1 0911.draft.action. memo.3.26.1 0. pdf » 
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ABACUS 2007-ACl (HO-I0911) --Draft Complaint, Press Release and Litigation Relea.... Page 1 of 1 

ABACUS 2007-ACl (H0-10911) -- Draft Complaint, Press Release and Litigation 
Release • • . 4/8/201o 6:47:07 PM 

Attachments: ABACUS coo Complaint draft 4.8.10.doc, Abacus GOldman Toorre Press Rei draft 4 8 Io.doc, Abacus Goldman Tourre ut Rei 
draft 4 8 IO.doc 

. . . are attached for your comment and review. Please make sure you are comfortable with, inter alia, a) 1I1J 25, 
61 and 64 of the draft complaint which relate to the affidavits obtained recently from ACA and IKB, b) Rob 
Khuzami and Ken Lench's quotes in the draft press release and c) the proposed language used to say uour 
investigation continues" which tracks closely the Chairman's recent Congressional testimony. Please also try to 
get me your comments, if any, by COB this Tuesda April 13. Assuming Commission approval, we'd like to 
fedex a signed original complaint to (b)( ? )(c ) in NYC that evening for filing either the afternoon of 
Wednesday April14 or morning of Thursday April 15. 

. << ... >> << •..>> << .. . >> 
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RE: Detail to the Hill--Any Limits on Disclosure ofSEC-related Info? 

•• 
Page 1 of2 

Re: Detail to the Hill--Any Limits on Disclosure of SEC-related Info? 
From: Henseler, Timot~'b)(7)(C ) 
To: calande, Pautine E{ 

U25/20lo s:25:41 PM 

Got it - thanks - that makes perfect sense. 

From: Calande, Pauline E. 

Sent: Thursday, February 25, 2010 5:19PM 

To: Henseler, Timothy 

SUbject: RE: Detail to the Hill-Any Limits on Disclosure of SEC-related Info? 


I left it that we were going to clear these issues and then I will call and set up an in-person meeting justas you 
said-l'm thinking maybe Monday or Tuesday. I still need to work out some details with Rob re re-entry too , and 
he's not back until Monday. On office space, I don't expect to be working over here~! just wanted to keep some 
occasional refuge space from the submarine. I would still want to hold an office here even if I did no PSI work in 
it, provided I wouldn't be depriving someone else of necessary space. 

Pauline 

From: Henseler, Timothy 

Sent: Thursday, February 25, 2010 5:04PM 

To: Calande, Pauline E. 

Subject: .RE: Detail to the Hill--Any Umits on Disclosure of SEC-related Info? 


Pauline- thanks. I'm free whenever tomorrow save a meeting from 12 until about 1 or so. I was thinking the 

office space thing might be an issue - not in the sense that you couldn't have some, but only that you may not 

be able to use it for PSI related work.. I'm just thinking out loud, and obviously don't know, but Bill may have 

some thoughts on this. 


One question I meant to askbefore- how did you leave it with Ross in terms of next steps? A call is fine if it's 

easier .. thanks again, and have a great night. 


Tim 

From: Calande, Pauline E. 

Sent: Thursday, February 25, 2010 4:43PM

To:l<b)(7)(C) I 
Cc: Henseler, Timothy 

Subject: Detail to the Hill--Any Umits on Disclosure of SEC-related Info? 


'-:---:-:-'I'm considering a detail to the Hill to work for Senator Levin's Permanent Subcommittee on 

Investigations•. which is looking into the role of subprime mortgage-backed securities in the financial crisis. 

need some advice as to whether there's anything related to the SEC that I can't say, or anyone at the SEC I 

can't talk with as a detailee. 
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(b)(5) 

Tim Henseler in OLA suggested that the two of you meet with me jointly to discuss these issues. I'm available 
anytime tomorrow, and I have only an 11:30 meeting on Monday. 

Is there a particular time that works for you? 

Pauline E. Calande 

Counsel to the Director and Deputy Director 

Division of Enforcement 

United States Securities and Exchange Commission 

100 F Street, NE 

Washington DC 20549 


r b)( 7 )(C ) 

1 
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RE:. Detail to the Hill Page 1 of2 

l/26/2010 12:43:46 PMRE: Detail to the Hill 
(b )(7)(C ) 

From: Calande Pauline. E. 
To:J(b )(7)(C ) 1 Henseler, Tlmoth~ 

r b)( 7 )(C ) loot it. 

Pauline 

··~,£!:;'.......,~='-"-'-""'u.,26,2010 10:12 AM 

~:r::o...-.--:---.-.-:::=1r-=-'o the Hill 
Calande, Pauline E. 

Pauline 

According the OGE Standards of Ethical Conduct for Employees of the Executive Branch, if you are detailed to 
the legislature for more than 30 days, you are subject to its .ethies rule$. You do .remain subject, however, to the 
ffnancial conflict provisions of 18 USC 208. You also remain subject to statutory requirements and the regulatory 
implemenation of those· statutes that cover you as an SEC emplOyee.. Thus, you remain subject to the non.. · 
disclosure provisionsofthe·securities Act. As you are probaballyaware from.yourcurrentjob, there are 
procedures governing our sharing of information with other governmental bodies, such as Tim has referenced. 
You may always still call me or tht: Ethics staff if you have any questions. 

l (b )(7)(C ) 

FrOm: Henseler, Timothy 

' ' 

Sent: ·Thursday, February 25, 2010 5:52 PM 

To: Calande, Pauline E.1L ------'(b -)(?-)(C-) 

SUbje¢ RE: Detail to the Hill 

Thanks, Pauline. For what it's worth, I would think that you could talk to SEC staff on PSI or SEC specific stuff in 
the same way thatfolks.at PSI could talk to them now, i.e., by contacting us in leg affairs and then letting us set 
up a phone call or meeting with PSI (now including you) and the SEC, staff. To the e~ent you have any non· 
public info about SEC investigations, I would think you would not be permitted to share that with them, but , 
obviously can apply your general skills and knowledg.e to investigate anything to the same extent that they can. 

Just FYI ih terms ofthinking about this-The Subcommittee (PSI) has unilateral and pretty much unlimited 
subpoena power. In maiQng document requests to witnesses, they very often say, "Give us aU the documents 
you gave to anyone elseQ (in this inst~nce, the SEC). They also tend to set up informalinterviews rather than 
formal depositions, and can can just about anyone to come in and talk to them. So, with respect to SEC info, it 
may be just a matter of whether or not the Committee is required to go through formalities~if the Committee 
wanted any information from the SEC,. they can get it fairly easily. With respect to Goldman, for example, they 
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RE: Detail to the Hill Page 2 of2 

probably already have (from Goldman) all the documents it produced to the SEC. The question might be 

whether I can talk with the attomeys who did Goldman (or any other investigation) about what they found and 

why they reached whatever conclusions they did. 


Pauline E. Calande 

Counsel to the Director and Deputy Director 

Division of Enforcement 

United States Securities and Exchange Commission 

100 F Street, NE 


rJ%~61hineton DC 2,549 
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FW: Goldman/Abacus Pagel ofl 

FW: Goldman/AbJJcus 41712010 10:40;17 AM 
from: MuQiO,. Reid ==-------, (b)( 7 )(C ) 
 carboro, Oleryl (b)(?)(c) 
To: Reisner, Lorin L (b)(?)(c) 


. Thoughts/comments? Keep in mind that we are shootiri to file out litigated action againstGoldman and Tourre relating to 
ABACUS 2007~ACl on or abou~ Aprill4. Reid (b)(?)(c) 

....,..,._Original Message--... 
From: Calande, Pauline E. 
Sent: Wednesday, April 07, 2010 10:04 AM 
To: Henseler, Timothy; Muoio, Reid 
Subject: Goldman/Abacus 

(b )(5 ) 

Pauline 

Sent from my BlackBerry Wireless Handheld 
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Page 1 of 1 

4/7/2010 11:14:39 AMRE: Goldman/Abacus 
from; Henseler, Tlmot-~±hy~=-----------, 
To: Co~_stephen L J<b)(?)(c) 

Definitely- thanks, Steve. 

from: Cohen, Stephen L. 
To: Henseler, Timothy 
Sent: Wed Apr 07 11:12:43 2010 
Subject: RE: Goldman/Abacus 

(b)(5) 

From: Henseler1 Timothy. 

Sent: Wednesday, April 07, 2010 10:25 AM 

To: Khuzaml. Robert: Beckr, David M.; Reisner, Lorin L; Spitler, Eric J.; Cohen, Stephen L.; Cahn, Mark D.; 


l <b)(?)(c) .Muoio, Reid; lench, Kenneth 

Subject: FW: Gol<;lman/Abacus 


(b)(5) 

Message------­
From: Calande, Pauline E. · 
Sent: Wednesday, April 07, 2010 i0:04 AM 
To: Henseler, Timothy; Muoio, Reid 
Subject: Goldman/Abacus 

(b)(5) 

Pauline 

Sent from my BlackBerry Wireless Handheld 
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Page 1 of3 

RE: Goldman/Abacus 4/7/2010 4:45:37 PM 
From:• Henselerlt;;Ti~m'Mot~lJJhvL_____, 
To: Muoio, Reidt <7l(C) 

Agreed ... 

From: Muoio, Reid 
Sent: Wednesday, .April 07,2010 4:44PM 
To: Henseler, Timothy 
Subject: RE: Goldman/Abacus 

Cool. Maybe a gentle reminder is in order. 

From: Henseler, Timothy 
Sent: Wednesday, April 07, 2010 4:42 PM 
To: Muoio,. Reid 
Subject: RE: Goldman/Abacus 

Thanks, Reid~ I'll give her a call~ now that she's on detail w/ PSI, everything she does should flow through leg 
affairs just like any other PSI request Have a good day. 

Tim 

From: Muoio, Reid 
Sent: Wednesday, April 07,. 2010 4:32 PM 
To: Henseler, Timothy 
Subject: FW: Goldman/Abacus 

7 
You want to get back to Pauline or should I? Reidl.________,<b l< )<c) 

From: Khuzami, Robert 

Sent: Wednesday, Apri107, 20104:24 PM 

i!ir?)~Cpeic:npr I orin I . ldenc:i.ler, Timothy; Cohen, Stephe~(J)(7;(Ctcker David M •• sr•itler, Eric J.; Cahn, Mark D.;
l _Muoio, Reid; Lench, Kennethi _ 

SUbject: RE: Goldman/Abacus '-------------' 

I agree. 

From: Reisner, Lorin L 
Sent: Wednesday, Apri107, 2010 4:03PM 
To: Henseler. Timothy: Cohen, Stephen L.; Khuzami, Robert: Becker. David M.; Spitler, Eric J.; Cahn, Mark D.; 

i<:l<7l<: ) IMuoio, Reid; Lench, Kenneth; l(b)(7)(c) I 
Subject: RE: Goldman/Abacus 

(b)(5) 

L. 

From: Henseler, Timothy 
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Sent: Wednesday, April 07, 2010 2:14PM 
To: Reisner, Lorin L.; Cohen, Stephen L.; Khuzami, Robert; Becker, David M.; Spitler, Eric J.; Cahn, Mark D.; 
l<b)(?)(c) I; Muoio, Reid; Lench,· Kenneth 
Subject: RE: Goldman/Abacus 

(b)( 5 ) 

From: Reisner, Lorin L 
Sent: Wednesday, April 07, 2010 2:01 PM 
To: Cohen, Stephen L.; Henseler1 Timothy; Khuzami, Robert; Becker, David M.; Spitler, Eric J.; Cahn, Mark D.; 

l<b)(?)(c) I; Muoio, Reid; Lench, Kenneth 
Subject: RE: Goldman/Abacus 

(b )(5 ) 

From: Cohen, Stephen L 
Sent: Wednesday, April 07, 2010 1:49 PM 
To: Reisner. Lorin L.: Henjler, Timothy; Khuzami,. Robert; Becker, David M.; Spitler, Eric J.; Cahn, Mark D.; 

l<b)(?)(c) •Muoio, Reid; Lench, Kenneth 
Subject: Re: Goldman/Abacus 

(b)( 7 )(C ) 

From: Reisner, Lorin L. 
To: Henseler, Timothy; Khuzami, Robert; Becker, David M.; Spitler, Eric J.; Cohen, Stephen L.; Cahn, Mark D.; 
l<b)(?)(c) IMuoio, Reid; Lench, Kenneth 
Sent: Wed Apr 07 13:40:27 2010 
Subject: RE:• Goldman/Abacus 
Tim, 

(b)( 5 ) 
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Lorin 

From: Henseler, Timothy 
Sent: Wednesday, April 07, 2010 10:25 AM 
To: Khuzami, Robert; Becker, David M.; Reisner, Lorin L.; Spitler, Eric J.; Cohen, Stephen L.; Cahn, Mark D.; 

l' b)(? )(C) IMuoio, Reid; Lench, Kenneth 
Subject: FW: Goldman/Abacus 

FYI - unless anyone disagrees 1 I plan on 
discussed rior to her takin the detail 

(b)( 5) 

-----Original Message----­
From: Calande, Pauline E. 
Sent: Wednesday, April 07, 2010 10:04 AM 
To: Henseler, Timothy; Muoio, Reid 
Subject: Goldman/Abacus 

(b)( 5) 

Pauline 

Sent from my BlackBerry Wireless Handheld 
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RE: Chat re: possible conflicts Page 1 ofl 

RE: Chat re: possible conflicts 
From: Henseler Timoth 
To: (b)(7)(c) 

Cc: Spitler, Eric J. (b)(?)(C) Cohen, Stephen t. (b)(?)(c) 

l/22/2010 2:50:40 PM 

(b)(7)(C)
I'll swing by at 3:30 tomorrow. Thank you, 

l'----------' 
From:.l(b)(7)(C) I 
Sent:. M:..-on-d-.--a-y,-·Fe..'"b_ru_a_,ry 22, 2010 1:45PM 
To: Henseler, Tim9tthY 
Cc: Spitler, Eric J.;fW)(c) ICOhen, Stephen L. 
Subject: RE: Chat re: possible oonflicts 

1 am available between 11 and 1:30 and after 3 tomorrow. 

Bill 

sent: Monday, February 22, 2010 1:37 PM 

To: r b)(7)(C) 

Cc: S(Jitler, Eric J.; l._ - ______,fohen, stephen l.(b)-(?)(C-) 

Subject: Chat re: possible conflicts 

I hope all is well. Rick Bookstaber and rjust. returned from a meeting with Sen. Levin. Sen. Levin chairs 
the Senate Permanent Subcommittee on Investigations (PSI}. ·one of the issues PSI is IQoking at involves 
Goldman.• and specifically whether they did anything wrong in taking proprietary positions on certain mortgage 
related asset backed securities that were antithetical to their underwriting of these products. My understanding 
is that the SEC also is investigating this issue, a fact that has been publicly reported. ~en. Levin would like to 
establish an ongoing relationship with Rick to pick his brain (and allow .P$1 staff to pick his brain) about,. ampng 
other issues, the Goldman issue,J~rovided .that R.ick is ethically permitted t<;> do ·so and so long as that assistance 
does npt harm the SEC's separate .investigation. For example, Sen. Levin has asked if Rick can review certain 
what l understand to be Goldman documents with PSI staff to help them decipher their meaning. 

I'm not sure what if any ethical issues are presented by this- in general, the staff would provide.technical . 
. assistance to Senate Committees on these and other sorts of issues as a matter of course. It was simply the 

fact that we are simultaneously looking at this very issue,J~JlQ that the technical assistance being sought 
appears to not be hypothetical but rather specific to that issue, that led me. to conclude I shou_ld flag this for you. 

The way we left it wl Sen. Levin's staff is that we'd talk internally to·ethics to figure oui what we can and cannot 
do. Are you free to talk about this in more detail at some point in the next day or so? 

Thanks in advance. 

Tim 

r b)(7)(C) 
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RE: ABACUS 2007-ACI (H0-10911) -- IKB Page 1 ofl 

RE: ABACUS 2007-AC1 (H0-10911) -- IKB 3/22/2010 7:36:37 PM 

From: Lench, Kenneth ==,.,------------., 
TO! Mmio Reid Hb)(7)(C) IRej<;oer I orin I l(b)(?)(C) 

Cc: J<b)(7)(C) 


Did eounsel say which office or committee the Hill staffer was from? Vm tending to agree with your inclinqtion 
not to reach out to him because it could delay us and we can't really tell him much of anything anyway, Thanks 
for following up . 

..;. 

.from: Muoio, Reid 
Sent: Monday, March 22, 2010 7:29PM 
To: Reisner I orin l : tencb Kenneth 
Cc:J<b)(?)(c) JMuoio, Reid 
Subject: RE: .ABACUS 2007-ACl (H0-10911) -- IKB 

Lorin & Ken: 
(b)(5) 

rb)(7)(C)
Reid 

From: Muoio, Reid 
Sent: Thursday, March 18, 2010 1:29 PM 
To: Reisner, Lorin l.; Lench, Kenneth 
Cc: Muoio, Reid; (b)(?)(c)

subject: ABACU7S-=-2o=-=o=7,---,-A:-::C:-:-1--::(H-=-o=---:-c109=-=:-:-11-:-:)----I=K=B_ ____,~ 


Lorin & Ken: 

IKB's outside counsel received a call from a Hill staffer who was asking .about the "Abacus transaction(s)" 
g.enerally andJ<b)(?)(c) • •Ji.n particular. That's aU l.know·right n~w. I am trvina to aetmore infoJmation 
from IKB's attorney ..My inclination is not to reach out to the Hill staffer (b)(?)(c) But that 
is something we may want to think about/discus~. · 

(b)(7)(C)
Reid 
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FW: SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING/MARKETING 
OF CDO TIED TO SUBPRIME MORTGAGES 4/16/2010 11:37:04 AM 

FYI -just got a couple of VMs from PSI - have not talked to them yet. It's non·pubUc, but they have a Goldman 
hearing set for April27. They have requested the following: 

(b)(5),(b)(7)(C) 
1. 
2. 

3. 
4. 
5. 

Steve or Lorin ~ can we talk when you get a chance? Thanks. 

Tim 

From: Henseler, Timothy 

:~~a~~~~~li:p~~~r!)~~(C~010 n~~4~~q·;l(b)(7 )(C ) I<HSGAC)'; l(b)(7)(C) ~ Ll(b-)(7-)(C- ) ---------' 

(HSGAC)' c_______, L__________, 

Subject: RE: SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING/MARKETING OF COO TIED TO 
SUBPRIME MORTGAGES 

(b)(7)(C) 

Folks -just got out of a meeting and got oicemails. Attached is a copy of the complaint We'll talk in a 
bit. Thans. 

Perhaps Tim already sent this to you, but he's in a meeting so I wanted to make sure you got it. Hope 

you're all well!. 

Defense Counsel l(b)(7)(c ) 

For Go.ldman: Richard H. Kla~per at Sullivan & Cromwell LLP in {ew York ~ 

For Tourre:i<bl(7)(c ) at Allen & Overy LLP in New York - (b)(7 

)(c ) I 


FOR IMMEDIATE RELEASE 2010-59 
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SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND MARKETING 
OF CDO TIED TO SUBPRIME MORTGAGES 


Washington, D.C., Aprill6, 2010- The Securities and Exchange Commission today charged 
Goldman, Sachs & Co. and one ofits vice presidents for defrauding investors by misstating and 
omitting key facts about a financial product tied to subprime mortgages as the U.S. housing market was 
beginning to falter. 

The SEC alleges that Goldman Sachs structured and marketed a synthetic collateralized debt obligation 
(CDO) that hinged on the perfonnance ofsubprime residential mortgage-backed securities (RMBS). 
Goldman Sachs failed to disclose to investors vital infonnation about the CDO, in particular the role 
that a major hedge fund played in the portfolio selection process and the fact that the hedge fund had 
taken a short. position against the CDO. 

"The product was new and complex but the deception and conflicts are old an,d simple," said Robert 
Khuzami, Director ofthe Division ofEnforcement. ''Goldman wrongly permitted a client that was 
betting against the mortgage market to heavily influence which mortgage securities to include in an 
investment portfolio, while telling other investors that the securities were selected by an independent, 
objective third party." 

Kenneth Lench, Chiefof the SEC's Structured and New Products Unit, added, "The SEC continues to 
investigate the practices ofinvestment banks and others involved in the securitization ofcomplex 
financial products tied to the U.S. housing market as it was beginning to show signs ofdistress." 

The SEC alleges that one ofthe world's largest hedge funds, Paulson & Co., paid Goldman Sachs to 

structure a transaction in which Paulson & Co. could take short positions against mortgage securities 

chosen by Paulson & Co. based on a beliefthat the securities would experience credit events. 


According to the SEC's complaint, filed in U.S. District Court for the Southern District ofNew York, 
the marketing materials for the CDO known as ABACUS 2007 -ACl (ABACUS) all represented that 
the RMBS portfolio underlying the CDO was selected by ACA Management LLC (ACA), a third party 
with expertise in analyzing credit risk in RMBS. The SEC alleges that undisclosed in the marketing 
materials and unbeknownst to investors, the Paulson & Co. hedge fund, which was poised to benefit if 
the RMBS defaulted, played a significant role in selecting which RMBS should make up the portfolio. 

The SEC's complaint alleges that after participating in the portfolio selection, Paulson & Co. 
effectively shorted the RMBS portfolio it helped select by entering into credit default swaps (CDS) 
with Goldman Sachs to buy protectiQn on specific layers of the ABACUS capital structure. Given that 
financial short interest, Paulson & Co. had an economic incentive to select RMBS that it expected to 
experience credit events in the near future. Goldman Sachs did not disclose Paulson & Co.'s short 
position or its .role in the collateral selection process in the term sheet, flip book, offering 
memorandum, or other marketing materials provided to investors. 

The SEC alleges that Goldman Sachs Vice President Fabrice Tourre was principally responsible for 
ABACUS 2007-ACI. Tourre structured the transaction, prepared the marketing materials, and 
communicated directly with investors. Tourre allegedly knew of Paulson & Co.'s undisclosed short 
interest and role in the collateral selection process. In addition, he misled ACA into believing that 
Paulson & Co. invested approximately $200 million in the equity ofABACUS, indicating that Paulson 
& Co.'s interests in the collateral selection process were closely aligned with ACA's interests. In 
reality, however, their interests were sharply conflicting. 
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According to the SEC's complaint, the deal closed on April 26, 2007, and Paulson & Co. paid 

Goldman Sachs approximately $I 5 million for structuring and marketing ABACUS. By Oct. 24, 2007, 

83 percent ofthe RMBS in the ABACUS portfolio had been downgraded and 17 percent were. on 

negative watch. By Jan. 29, 2008, 99 percent ofthe portfolio had been downgraded. 


Investors in the liabilities ofABACUS are alleged to have lost more than $1 billion. 


The SEC's complaint charges Goldman Sachs and Tourre with violations ofSection 17(a) ofthe 

Securities Act of 193.3,. Section lO(b) ofthe Securities Exchange Act of 1934, and Exchange Act Rule 

lOb-S. The Commission seeks injunctive relief: disgorgementofprofits, prejudgment interest, and 

financial penalties. 


### 

For more information about this enforcement action, contact: 

Lorin L. Reisner 

D u Director SEC Enforcement Division 


(b)(7)(C) 

Kenneth R. Lench 
rb*~J)ef. Structured Jd New Products Unit, SEC Enforcement Division 

Reid A. Muoio 

Denutv Chief Structured and New Products Unit, SEC Enforcement Division 


r b)(7)(C) 

1 
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Goldman briefing for PSI Pagel of 1 

RE: Goldman briefing for PSI 4/17/2010 5:37:07 PM 

Fro.m: Muoio, R~id (b)(?)(c)-------,r;;;""'"""' ""=,....----------, 

T0 ,b~ )(C ) ____l..l:lf~~....llillllt:ltfi]LIb)(~ c_____jiLench, Kenneth l(b)(?)(C) ~ Reisner, Lorin
L f<E )(?%~:uni....RI:lbel:t.t.:.:..:.:....:.:....:.__ ' ~7 )(~) 

cc: cofleil;si:eiitieilC (b)(?)(C) 

We've known about the PSI investigation for some time. But we nave had no contact with them to date. We 
know that they subpoenaed GS and DB for docs over a year ago. The subpoena request covers many of issues 
in our generic COO investigation. We have been receiving co~ies o~ all ~~c~ oroduced in Wspons.e there.to. We 
know they recently reached out to IKB and have attempted to mtervtewl' )( )( ) • e know that they are 
speaking soon with Dan Sparks who is the head of · e department We endeavoring to take testimony 
from Sparks in our generic CDO investigation. Reid (b)(?)(c) 

Sent from my BlackBerry Wireless Handheld 

From: Khuzami, Robert . . . r;;; )(?)(c)-------,(b"""""'
To: Henseler, Timothy; Lench, Kenneth;.Muoio, Reid; Reisner, Lorin L;l
Cc: Cohen; Stephen L; Spitler, Eric J. '-,.--._______, 
Sent: Sat Apr 17 17:21:26 2010 
Subject: Re: Goldman briefing for PSI 

Some questions: 
(b)(5) 

RK 

From: Henseler, Timothy l'b)(7)(c) 
To: Lench, Kenneth; Muoio, Reid; Reisner, Lorin L.; Khuzami, Robert; 
Cc: COhen, Stephen L.; Spitler, Eric J. '-----------' 
Sent: Sat Apr 17 15:58:40 2010 
Subject: Goldman briefing for PSI· 

Folks- first_ congrats on the case. I was shadow boxing in my office yesterday as I was listening to the 

· press conference. 

Second, I just got off the phone w/ PSI -though non-public, it will be holding a hearing on April 27 on 

Goldman and Abacus. They would like to have a briefing from ENF folks on the case, perhaps this 
Tuesday (time TBD) and if not then Wednesday at 4:30. They understand that we're limited to the 

four corners of the complaint. 

Obviously your call as to who you think should attend- thanks in advance. 

Tim 

-=tlt/"ll\11) 



105 




(b)( 5) 

4/14/10, Closed Meeting-- Minute: 
(b)( 5) 

Commissioner Casey raised a question about what the staff had learned about how 
• • • (b)(5) 

(b)(5) 



2 
(b)( 5) 



3 

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

Frqm: Rosenfeld, David 
Sent: Monday, April12, 2010 3:08PM 
To: Khurmi Robert 

F¥J: (b)( 5) Subject: 

Roh J <b)(S) 
(b)(5) 

=----l(b)(7)(C ) 

Froml,_..............."""""":""""'""--...,.......................---=' 
Sent: Monday, Aprill . .f?b'""'~n~)..l.J1oL.LL?..:.~•OL?!....~PMrnL-__________,l<76c
To: Ros_(infeld David• [ l, 
SubjectL<s) J 

(b)(5).(b)(7)(C ) 

1 
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(b)( 7 )(C ) 

From: Rosenfeld, David 
Sent: Monday, April12, 2010 6:02 PM 
To: K 
Subject: FW: 

-----Original Message----­
From: Lewis, Maureen 
Sent: Monday, April 1~~~~~~~~-----------------------,
To: Rosenfeld (b)(?)(c ) 

Subject: FW: 

FYI. 

.;~~~~Fk?i(&;; na 1 Messaae-

Sent: Monday. April 12, 2010 5:59 PM 
To: l(b)(?)(c ) I 
sub:fect:: ·ichi~(:{i:iii19:t:~J 

Our internal schedule changed and we now intend to announce Wed rather than·Thuts. 

1 
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'Quadrangle/Rattner Page l of2 

(b)(S) I 
RE:_l . 4/12/2010 10:54:02 PM 
From"":· ~e=n=a=za= · R=oo= ···· · ··=· ···· · ·= ···· · ··=· ···· · ·· ·· · ···· · ···=· ···· · ·· ·· · ···· · ···,..-J· ···m=I;= ·· e=rt=·· ·· · ·· · ····=··· ····=·· = ·= ·····=
To: Schapiro, Mary L l(b)(?)(C) I 

Cc:Cohen,Stepheny . 

·--~----'--------.-.. _ _J_-----·-·~------

~~~t :g~ie~~~~z~~~:~r~fbM oecunjarv cain twhicb oajn js based on fees earned bJ"5u"adranoie}!This is thr 
going back to the Fund. '----------------------------____j 

No agmton 

Thiswould be Wednesday, Goldman likely Thursday. 

RK 

From: Schapiro, Mary L. 

To: Khuzami, Robert 

Sent: Mon Apr 12 20:09:51 2010 

SUbject: Re: 


We shoud still update fee amount so we get full disg.orgement. Any penalty at all? 

We don't have agreement on the bar yet dowe? 

Let's. make sure we don't announce Goldman same day. 


From: Khuzami, Robert 
To: Schapiro, Mary L. 
Sent: Mon 12 20:07:30 2010 
Subject: 

Yep. 

From: Schapiro, Mary L. 
To: Khuzami, Robert 
Cc: Cohen, Stephen L 
Sent: Mon Apr 12 20:07:01 2010 
Subject: Re: 

Can we announce at the same time? 

From: Khuzami, Robert 
To: Schapiro, Mary L. 
Cc: Cohen, Stephen L. 
Sent: Mon 12 19:36:12 2010 

(b)(S) 
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(b)( 5) 

Rob 
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on 

Page 1 ofl 

lf/tl/z.ol () lL'i~D .Aif 

.From: Cohen, Stephen.,.;,.;:;;,L.=-:-----------., 
To: Schapiro, Mary t.l (b)(?)(C) 

Mary, 

We'll go ahead with duty officer (Troy) in the morning o 

Wednesday (if approved). Then, we'll do Goldman on Thursday. 


I'll havea somewhat lengthy memo for you on Goldman/COO in the afternoon .. I've largely drafted it 
butneed to pare it down a bit. Let me know if you've already read the memo. 

Stephen L. Cohen 
l(b)(7)(C) 

Securities and Exchange Commission 

I ~""" I 
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quick abacus question Pagel oft 

RE: Muick abacus question 4/13/2010 9:1:2:21 PM 
From: (b)( ? )(c ) I . 

To:i<b)(?)(c ) 1Muoio, Reid i <b )(?)(c ) 


No word either way today. f think staffs preference (ie Reid, (b)( ? )(C ) nd is still Thursday morning, but will let 
you know if we are instructed otherwise, 

. l(b)(7 )(C ) 
From:
To;·~l<b~)<?""' ))<c"-------'-------,1 Muoio, Reid 

Sent: rue Apr 13 18:55:48 2010 

Subject: quick abacus ':Juestion· 


Just curious, did we ever hear back whether we intend to file tomorrow after the meeting, or Thursday morning?
Thanks, · · · 

l(b)(7 )(C ) 
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RE: ABACUS 2007..,AC1 (H0-10911) --Draft Complain~ Press Release and Litigation R ... Page I of I 

FW: ABACUS 2007-AC1 (H0-10911) -- Draft Complaint, Press Release and 
Utigation Release • • • 4/13/201o u:o3:09 PM 

~=r;7f{'d 1ojo Reid 

FYI-Iet's discuss filing mechanics tomorrow ..Reid x1-4488 

From: Reisner, Lorin l. 

Sent: Tuesday, April13, 2010 11:01 PM 

To: Muoio, Reid 

Subject: Re: ABACUS 2007-ACl (H0-10911) - Draft COmplaint, Press Release and litigation Release ••• 


Thanks Reid. FYI, I will have some additional comments but I will probably not be able to get them to you until 
late tomorrow night. My day is fully scheduled tomorrow from 8am to 8pm. Very sorry for this inconvenience but 

't'm.sure we'll mal<e it work. 

Lorin 

Frqm: Muoio, Reid 
To:. Muoio, Reid; Reis~n~r<+r·,.,L,.,orwin.L·...,L.<L.·_,Le,.,nl.!!ch...,!L..-"'""-!.!...,.,..!LL______.L___~------------, 
Cc: Scarboro. Cheryl; (b )( 

7
)(c ) 

l(b )(7)(C ) I 
. Sent: rue Apr 13 22:41:03 2010 

SUbject: RE: ABACUS 2007-ACl (H0:-10911)- Draft COmplaint, Press Reiease and litigation Release ••. 

<<ABACUS COO Complaint draft 4.13.1 O.doc>> 

· Revised complaint is attached incorporating Lorin's thoughtful comments and (b )( 
7 

)(c ) careful fact check. We'll 
proofread tomorrow.morning and incorporate any last-minute edit received before COB tomorrow Wednes(jay 
Apri114; 

Reid l'b)(7)(C ) 

From: Muoio, Reid· 
,b)'Sent: !flursday,_ April 081 2010 6:47 PM.'rT.!""'7 =)(c ") -------, 

· To: ReiSner Lorin L.• Lench Kenn1'i'!!t~h'!:-!·E,.,--_____.________~---------------,
l '~c)Sca~. Chervl~ 9uoiO: Reid;l'-'b_)' 

7 

_)'c_) ___________________________, 

SUbject: ABACUS 2007-ACl .(H0-10911) --Draft COmplaint1 Press Release and Litigation Release ••• 

• . . are attached for your comment and review. Please make sure you are comfortable with, inter alia, a) 1m 25, 
61 and 64·of the draft complaint which relate to the affidavits obtained recenUy from ACA and fKB, b) Rob 

.Khuzami and Ken Lench's quotes in the draft press release and c) the proposed language used to say "our 

inv~stigation continues'.' which tracks closely the Chairman's recent Congressic;>nal testimony. Please also try to 

get me your comments, ifany, by· C B · T esday. April 13. Assuming Commission approval, we'd like to 

fedex a signed original complaint to (b )( 

7 
)(c ) in NYC that evening for filing either the afternoon of 


Wednesday April 14 or morning of Thursday APril 15. 


<< File; ABACUS CDO Complaint draft 4.8.1 O.doc >> << File: Abacus Goldman Tourre Press Rei 

draft 4 8 I O.doc>> << File: Abacus Goldman Tourre Lit Rei draft 4 8 I O.d()c >> · 
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(b)(7)(C) 

From: Rosenfeld, David 

Sent: Tuesday, April 13, 2010 2:14PM 

To: Khuzami, Robert 

Subject: FW: Quadrangle 


FYI 

;~~~71biMc)iM1 MAQea:o- --­
Sent: Tuesday, Apri 13, 2010 2:12 PM 

~~ ·~ r )(?)(C) I Rosenfeld, David 


Subject: !Quadrangle! 
*"."".""."".""."".""."".""."".""."""'"L'''"'''"x/( 

I am informed we are moving back to Thursday, around 11 am. So nothing tomorrow. 

I hope this bit of extra time helps. 
(b)(7)(C) 

1 
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Re: Thurs 

RE: Thurs 
From: Marlin, Myi'O'i(bH)(=?)(=c)---------, 
To: Nester, John J. 

Page 1 ofl 

4/14/2010 10:12:28 AM 

Gs is now friday. Quad is thtirs. 

·-:-- Original Message -- ­

From: Nester, Jqhn J. 

To: Marlin, Myron L. 

Sent: Wed Apr 14 10:05:20 2010 

Subject: Thurs 


Since doing two pressers same day might not be favorably received on hill, maybe we just throw Rob on CNBC, etc on the 

enfaction 
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RE: ABACUS 2007~AC1 (HO~10911) -- Draft Complaint, Press Release and Litigation R... Page 1 of 2 

FW: ABACUS 2007-AC1 (H0-10911) -- Draft Complaint, Press Release and 
litigation Release • • • 4/14/2010 lo:o9:59 PM 
From: Lench, Kenneth 
To:l<bl(7)(c) I 

Attachments: ABAOJS COO Complaint draft 4.14.10 (with Lorin's edits).doc 


re you concerned we will lose press by filing Friday:? Maybe that's the point given the litigation risk. I don't 
know whose idea it was to file Friday, but I know we usually don't Ken 

From :J <b)(7)(C) 
'-------------' (b)(7)(C) 


To: Muoio, Reid; Reisner Lorin L.· Lench Kenneth· 

Cc: Scarboro, Cheryl; (b)(?)(c) 


~~~~~-----------------------~Sent: Wed Apr 14 21:54:52 2010 

Subject: RE: ABACUS 2007~AC1 (H0-10911) ~-Draft Complaint, Press Release and Litigation Release .•• 


Please find attached a new draft complaint, incorporating Lorin's most recent comments and Cree and my 'nit' 

edits.. As an fyi -I understand the current plan is to file the complaint on Friday morning. 


l(b)(7)(C) 

<<ABACUS COO COmplaint draft 4.14. 10 (with Lorin's edits ).doc>> 

From: Muoio, Reid 

Sent: Tuesday, April 13, 2010 10:41 PM r;;:b)< ?"""'
<"" )< c)--------, 
To: Muoio, Reid; Reisner Lorin L. · Lench Kenneth· 

Cc: Scarboro, Cheryl; (b)(?)(c) 

l(b)(7)(C) I 

Subject: RE: ABACUS 2007~AC1 (H0~10911) ~~Draft COmplaint, Press ReleaSe and Litigation Release •.. 

<<File: ABACUS CDO Complaint draft 4.13.10.doc >> 

Revised complaint is attached incorporating Lorin's thoughtful comments and (b)(?)(c) careful fact check. We'll 

proofread tomorrow morning and incorporate any last~minute edit received before COB tomorrow Wednesday 

April14. 


Reid l(b)(7)(c) 

From: Muoio, Reid 

Sent: Thursday, April 08, 2010 6:47 P~~~'""'l<?=)<c )
"""'-------, 
To: Reisner, Lorin l.; Lench, Kennet~h~;!b•,..-------___L---------------------, 

l <b~~) ______________________________,Scarboro. Chervl: Juoio, Reid;Lj<b)< ?)< c) 

Subject: ABACUS 2007~AC1 (H0~10911) -- Draft Complaint, Press Release and Litigation Release .•. 

. . . are attached for your comment. and review. Please make sure you are comfortable with, inter alia, a) 1m 25, 

61 and 64 of the draft complaint which relate to the affidavits obtained recently from ACA and IKB, b) Rob 

Khuzami and Ken Lench's quotes in the draft press release and c) the proposed language used to say "our 

investigation continues~ which tracks closely the Chairman's recent Congressional testimony. Please also tiy to 

get me your comments, if any, by COB this Tuesdaft April13. Assuming Commission approval., we'd like to 

fedex. a signed original complaint tol<b)(? )(~) in NYC that evening for filing either the afternoon of 

Wednesday April 14 or morning of Thursday April15. 
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<<File: ABACUS CDO Complaint draft 4.8.1 O.doc >> <<File: Abacus Goldman Tourre Press Rel 

draft 4 8 1O.doc >> << File: Abacus Goldman Tourre Lit Rei draft 4 8 1 O.doc >> 
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Pagel ofl 

4/ll/2010 10:53:11 PM 

I'll probably be at the Financial Fraud Enforcement Task Force Meeting tomorrow morning during the 
staff meeting. A few things to mention this week: 

1) WednesdaY's CCM calendar includes a number of serious items ..The Goldman/COO case 
(Abacus) is on for this week. I'm preparing. ~ mem~. abot1t Gol9man c~se and will be happy 
to discuss any time. There. is still a liv:e jssu~ tl).at I've discussc~d. with ~yr.(:m and.Rob 
abou~,whe$erto do a pres~ ~~nference. Dol.ible. e'dged ~word, as i ani sure Myron·has or 
wili discuss.... Finally, thel ' )( )() lease is here (about which Mary.receives numerous 
em<lils). The recommendation to settle with David. Stockman/Collins & Aikman and 

· re5olve that matter is on the calendar, ~o that'll garner a fair amount of press;· Also, the 
(b)(7)(A) I . (b)(7)(A) • • 

case s back for a repeat recommendation for a l 
$ettlement. You may.recall the Commission rejected the staff's recommepdation to settle jn 
January. Jen is handling.this. Fin~ly, there is a recommendation by Miami, OIA and OlEA 
to issue an Investor Warning concerning Eric Bartoli~ a defendant in a 1999 Commission 
action who is a fugitive residing in Peru. and appears ~o be continuing his fraud. We have 
receive? itwestor complaints and Congressional inquiries about this. 

2) Lots of folks are participating in a NASAA conf here inDC on Tuesday. 
3) I begin meetings this week with FinCEN to negotiate an unprecedented MOU to obtain 

bulk Bank Secrecy Act Data (sort of like the FBI gets), which is. a goldm!ne of tips for ENF, 
and .expandour access to FinCEN' s database. This includes information reported by 
broker-dealers to FinCEN that we now get in a limited way. We.'ve managed to break 
through an historic loggerhead. on these issues. 

4) We need to discuss you calling Holder about the expanded access to grand jury pr<:>vision 
in the le~islation. · 

Stephen L. Cohen 


Senior Advisor to the Chairman 


Securities and Exchange Commission 
(b)(7)(C) . 
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RE: ABACUS 2007-ACl (HO~10911) --Draft Complaint,. Press Release and Litigation R... Page 1 of2 

RE: ABACUS 2007-AC1 (H0-10911)-- Draft Complaint, Press Release and 
Litigation Release . . • 4/14/2oto u:o6:st PM 
From: Muoio, Reid (b)(7)(C ) 

To:Lench, Kenneth_ 
1 

Front Office. Just don't know their thinking. 

Sent from my BlackBerry Wireless Handheld 

Fro~: Lendh, Kenneth 
To: l<b)(7)(C) 

Cc: Muoio, Reid 
Sent.: Wed Apr 14 23:05:44 2010 
Subject: Re: .ABACUS 2007-AC1 (H0-10911) --Draft Complaint, Press Release and Litigation Release ..• 

Whose idea was it to file Friday? Thanks. Ken 

(b)(7)(C) 

Please find attached a new draft complaint, incorporating Lorin's most recent comments and and my 'nit' 

edits. As an fyi ~ I understand the current plan is to file the complaint on Friday morning. 


l(b)(7)(C) 

«ABACUS COO Complaint draft 4.14.1 0 (with Lorin's edits).doe>> 

From: Muoio, Reid 

Sent: Tuesday, April 13, 2010 10:41 PM l(b)(7)(c) 


;,;,~~r~,f?iql-I · IeOCh Kffl1t!Oib'.1 
Subject: RE: ABACUS 2007..AC1 (H0-10911) ~- Draft Complaint, Press Release and Litigation Release ••• 

<<File: ABACUS CDO Complaint draft 4.13.1O.doc >> 

7
Revised complaint is attached incorporating Lorin's thoughtful comments and (b)( )(c) areful fact check. We'll 

proofread tomorrow morning and incorporate any last-minute edit received before COB tomorrow Wednesday 

Apri114. 


rb)(7)(C) 
Reid 

From: Muoio, Reid 

Sent: Thursday, April 08, 2010 6:47 Pfi;!Mb.=,-------, 
. . . •i (b)(7)(C) 
To: Re1sner, Lonn L.; Lench, Kenne;;t:t~h:~•,.,.-------..L._----------------------,7Cc: Scarboro, Cheryl; Muoio, Reid;'-l<______________________________,bl< )< c) 
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RE: ABACUS 2007-ACl (H0-10911) --Draft Complaint, Press Release and Litigation R..• Page2 of2 

l(b)(7)(C ) 

Subject: ABACUS 2007..AC1 {H0-10911) -- Draft Complaint, Press Release and Litigation Release ... 

. . . are attached for your comment and review. Please make sure you are comfortable with, inter alia, a) mJ 25, 
61 and 64 of the draft complaint which relate to the affidavits obtained recently from ACA and IKB, b} Rob 
Khuzami and Ken Lench's quotes in the draft press release and c) the proposed language used to say "our 
investigation continues" which tracks closely the Chairman's recent Congressional testimony. Please also try to 
get me your comments. if any, by (b)(?)(c) · April 13. Assuming Commission approval, we'd like to 
fedex a signed original complaint to n NYC that evening for filing either the afternoon of 
Wednesday April 14 or morning of urs ay pn 

<<File: ABACUS COO Complaint draft 4.8.10.doc >> <<File: Abacus Goldman Tourre Press Rei 

draft 4 8 1 O.doc >> << File: Abacus Goldman Tourre Lit Rei draft 4 8 1 O.doc >> 
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RE: Current time line .... Page 1 of4 

RE: Current timeline ... 4/15/2010 9:44:52 AM 

•11' M L (b)(7)(C) 
Ma tn, vroo . 

Right ... so why file at 9:30? 

From: l'b)(?)(C) 
=--:-----::---:-:-7.Sent: Thursday, April15, 2010 9:43AM 


To: Cohen, Stephen L; Marlin, Myron L; Nester, John J. 

Subject: RE: Current timeline... 


Clerk's office opens at 8:30. 

l(b)(7)(C) 

From: Cohen, Stephen L 
Sent: Thursday, April 15, 2010 9:41 AM 
To: Marlin, Myron L.; Nester, John J. 
Cc: l'b)(7)(c) I 
Subject: RE: Current timeline •.• 

Why file GS tomorrow at 9:30? Sometimes, things are not always that smooth when filing.. 
Why not give a little more lead time ... 9? 

From: Marlin, Myron L 
Sent: Thursday, April15, 2010 2:38AM 
To: Nester. John J. 
CC: l'b)(?)(c) ICohen, Stephen L; Khuzami, Robert 
Subject: Current timeline ..• 

John, 

Here's the timeline as I know it 
(b)( 5 ) 
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(b)(5),(b)(7)(C) 
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RE: Current timeline ... Page 3 of4 

(b)(5) 

### 

*** MEDIA ADVISORY *** 

Thursday at 10:30 am: SCHUMER, 


SCHAPIRO & FIVE FORMER SEC CHAIRS 

TO URGE SENATE TO PASS MEASURE TO 


PERMANENTLY BOOST AGENCY'S 

BUDGET 


Schumer's Legislation Would Allow SEC To Fund ItselfBy 

Retaining Fees It Collects 


Measure Cleared Senate Banking Panel Last Month As Part of 

Financial Reform Bill-Now Headed to Floorfor Full Senate 


Consideration 


Ruder, Breeden, Pitt, Levitt, Donaldson To Endorse Measure As 

Critical Step Towards Modernizing Agency 


WASHINGTON, DC-U.S. Senator Charles E. Schumer(D~NY) and Securities and Exchange 
Commission {SEC) Chainnan Mary Schapiro will hold anews conference call TBURSDAY, April15, 
2010 at 10:30 am to urge the Senate to approve important legislation that would allow the SEC to fund 
itselfby retaining the fees it collects. The measure, ifpassed, would provide a permanent boost to the 
agency's annual budget. 

Schumer and Schapiro will be joined on the call by five former heads ofthe SEC, including four who 
served during Republican administrations: David Ruder (who served from 1987-1989), Richard 
Breeden {1989-1993), Arthur Levitt (1993~200l),Harvey Pitt (2001-2003), and William Donaldson 
(2003-2005). 

Currently, the SEC raises millions more dollars every year in registration and transaction fees than it is 
allocated through the appropriations process. But its budget is limited to the amount approved by 
Congress. In 2007, the SEC brought in $1.54 billion in fees, but secured just $881.6 million in funding 
from Congress. Had the agency simply been able to hold onto all the fees it collected, it would have 
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represented a 75 percent increase over the budget it was allotted through the appropriations process. 

The SEC is one ofonly two financial regulators in the U.S. that must go through the annual 
Congressional appropriations process. U.S. banking regulators such as the FDIC and the Federal 
Reserve) on the other hand, can use what they collect in fees, deposit insurance and interest income to 
fund their operations. 

WHO: U.S.. Senator Charles E. Schumer 

SEC Chairman Mary Schapiro 

Fmr. SEC Chairman David Ruder (1987­
1989) 

Fmr. SEC Chairman Richard 
Breeden (1989-1993) 

Fmr. SEC Chairman Arthur Levitt 
(1993-2001) 

Fmr. SEC Chairman Harvey Pitt (200 1­
2003) 

Fmr. SEC Chairman William Donaldson 
(2003-2005) 

DATE: Thursday, April15, 2010 

TIME: I 0:30 am 

DIAL IN: 202-228-2663 OR l-866-909-2663 

PASSCODE: 8108769 

### 
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FW: ABACUS 2007 -ACl (HO~l0911) -- Complaint and service papers Page 1 of 2 

RE: ABACUS 2007·AC1 (H0-10911) .... Complaint and seiYice papers 4ttst2oto6:33:39PM 
From: Muojo. Reid
Toj'b)(7)(C) 

Sorry dude. 9:30. 

From:l(b)(7)(c) I[mailto~(b)(i)(c ) 


Sent: Thursday, April15, 2010 6:33 PM .______________, 


To: Muoio, Reid . 

Subject: RE: ABACUS 2007-ACl (H0-10911) ~ Complaint and service papers 


79:30or 8:307 9:30 I will do, but it's might make me late to court._l<b___l< l<c) ---------' 

7
 
From: Muoio, Reid [mailtoJ.t::::<b,-,-=--­)( )(c)==-=:-:-------' 


Sent: Thursday,. April 15, 2010 6:27PM 

~r)(7)(C) I 

Subject: RE: ABACUS 2007--ACl (H0-10911) -- Compiaint and service papers 

Yes- but you need t (b)(7l t to file this bad boy at 9:30am sharp! I know this sounds cr.rT.:'•~~~·s true. Then 

call and email me and (c) ith the docket number and name of the judge. OK? Reid (b)(7)(c) 


(b)(7)(C) I .. J(b)(7)(C)

From:.l Jmatltol 

Sent: Thursday, AprH 15, 2010 6:25 PM '-------------' 

To: Muoio Reid 

Cc~(b)(7)(C) .. : .• .• . . . . . I 

Subject: RE: ABACUS 2007-ACl (H0-10911). --Complaint and service papers 


Is this good to go7 

7 
From: Muoio, Reid [mailtoJ,_,<b_)< _)<c_)-------' 

Sent: Thursday, Apri115, 2010 5:31 PM 

~~~r)(7)(C) I 

Subject: FW: ABACUS 2007-ACl (H0-10911) --Complaint and service papers 

OK? 

From:~...l<b_)<7)<c )_______J 

Sent: Thursdav. Aori115, 2010 5:29 PM l(b)(7)(c) 


~~~~(::oro, Cher)r~7~!9· Reid: Reisner. I orin I.: lench. Kenneth· IKhuzami, Robert 


Subject: ABACUS 200'::c7=--.,.Ac=1.,..(=H""'o=--"'"'1o"""9--=-1"'"'1).---_--=c-am-p--=1--=ai~nt~a-n'""'d"""'==······c=k====w==·······~-----'
serv e pap rs• e

Team: Please find attached a final version of the complaint, reflecting Lonn·&~~"""-i.~om this afternoon .. I've 

also attached the accompanying cover sheet and service papers drafted by (b)(7)(c) 


I've called it 'fi~al,' but of co~rse plea (b)(7)(c) 'I me if you have any edits or suggestions. Unless we make fual<7~~---,(b~)(c ) 
changes,. I beheve the plan 1s to have file this version tomorrow morning at 8:30, signing on behalf a 

L_____J 
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Thanks, 

«ABACUS CDO Complaint final.doc>> 

<<goldman - civil cover sheet new address v2.pdf>> <<goldman - summons goldman new date.pdf>> 
«goldman - summons tourre new addressv2>> 
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SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND MAR. .. Page 1 of 3 

RE: SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND 
MARKETING OF C.DO TIED TO SUBPRIME MORTGAGES 4/16/2010 10:45:31 AM 
From:l<b)(?)(C ) I 
To!l(b)( 7 )(c ) 

You are the Sphinx! 
(b)( 7 )(C ) 

U.S. Senator (b)( ? )(c ) 
!:----------:---=-,......,.-------'

383 .Russell Senate Building 
Washinoton DC 20510 
(b)( 7 )(C ) 

.From: Davis, Julie zr(? )(C ) 

sent: Friday, April 16~,......2""0.-.10..--.-.10"'":4Ais=-A....M..-------' 
To: l<b)(7)(c ) I 
Subject: RE: SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND MARKETING OF CDO TIED 
TO SUBPRIME MORTGAGES 

_po_you know how hard I was bitin my ton ue 
From: (b)( 7 )(c ) 

~~~~=-==~~~~--------------~ sent: Friday, April 16, 2010 10:44 AM 
To: Kelley, Anne Marie 
cc:::: Davis, Julie z. 
Subject: RE: SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND MARKETING OF COO TIED 
TO SUBPRIME MORTGAGES 

Wow! 

From: Kelley, Anne Marie l (b)( ? )(c ) 

sent: Friday, April 16, 201'"'0,....,1'""'0..,.,.:3""5--.A...,M.----------_J 
Subject: SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND MARKETING OF COO TIED TO 
SUBPRIME MORTGAGES 

SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND MARKETING 
OF CDO TIED TO SUBPRIME MORTGAGES 

Washington, D.C., April16, 2010- The Securities and Exchange Commission today charged 
Goldman, Sachs & Co. and one of its vice presidents for defrauding investors by misstating and 
omitting key facts about a financial product tied to subprime mortgages as the U.S. housing market was 
beginning to falter. 

The SEC alleges that Goldman Sachs structured and marketed a synthetic collateralized debt obligation 
(CDO) that hinged on the performance of subprime residential mortgage-backed securities (RMBS). 
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SEC CHARGES GOLDMAN SACHS WITH FRAUD IN STRUCTURING AND MAR... Page 2 of 3 

Goldman Sachs failed to disclose to investors vital information .about the CDO, in particular the role 
that a major hedge fund played in the portfolio .selection process .and the fact that the hedge fund had 
taken a short position against the CDO. 

"The product was new and complex but the deception and conflicts are old and simple," said Robert 
Khuzami, Director of the Division ofEnforcement. "Goldman wrongly permitted a client that was 
betting against the mortgage market to heavily influence which mortgage securities to include in an 
investment portfolio, while telling other investors that the securities were selected by an independent, 
objective third party." 

Kenneth Lench, Chief ofthe SEC's Structured and New Products Unit, added, "The SEC continues to 
investigate the practices of investment banks and others involved in the securitization ofcomplex 
financial products tied to the U.S. housing market as it was beginning to show signs ofdistress.'' 

The SEC alleges that one of the world's largest hedge funds, Paulson & Co., paid Goldman Sachs to 
structure a transaction in which Paulson & Co. could take short positions against mortgage securities 
chosen by Paulson & Co. based on a belief that the securities would experience credit events. 

According to the SEC's complaint, filed in U.S. District Court for the Southern District ofNew York, 
the marketing materials for the CDO known as ABACUS 2007-ACl (ABACUS) all represented that 
the RMBS portfolio underlying the CDO was selected by ACA Management LLC (ACA), a third party 
with expertise in analyzing credit risk in RMBS. The SEC alleges that undisclosed in the marketing 
materials and unbeknownst to investors, the Paulson & Co. hedge fund, which was poised to benefit if 
the RMBS defaulted, played a significant role in selecting which RMBS should make up the portfolio. 

The SEC's complaint alleges that after participating in the portfolio selection, Paulson & Co. 
effectively shorted .the RMBS portfolio it helped selectby entering into credit default swaps {CDS) 
with Goldman Sachs to buy protection on specific layers of the ABACUS capital structure. Given that 
financial short interest, Paulson & Co. had an economic incentive to select RMBS that it expected to 
experience credit events in the near future. Goldman Sachs did not disclose Paulson & Co.'s short 
position or its role in the collateral selection process in the term sheet, flip book, offering 
memorandum, or other marketing materials provided to investors. 

The SEC alleges that Goldman Sachs Vice President Fabrice Tourre was principally responsible for 
ABACUS 2007-ACI. Tourre structured the transaction, prepared the marketing materials, and 
communicated directly with investors. Tourre allegedly knew of Paulson & Co.'s undisclosed short 
interest and role in the collateral selection process. In addition, he misled ACA into believing that 
Paulson & Co. invested approximately $200 million in the .equity of ABACUS, indicating that Paulson 
& Co.'s interests in the collateral selection process were closely aligned with ACA'sinterests. In 
reality, however, their interests were sharply conflicting. 

According to the SEC's complaint, the deal closed on April26, 2007, and Paulson & Co. paid 
Goldman Sachs approximately $15 million for structuring and marketing ABACUS. By Oct. 24, 2007, 
83 percent of the RMBS in the ABACUS portfolio had been downgraded and 17 percent were on 
negative watch. By Jan. 29,2008, 99 percent ofthe portfolio had been downgraded. 

Investors in the liabilities ofABACUS are alleged to have lost more than $1 billion. 

The SEC's·complaint charges Goldman Sachs and·Tourre with violations ofSection 17(a) of the 

Securities Act of 1933~ Section 1 O(b) of the Securities Exchange Act of 1934, and Exchange Act Rule 
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lOb-5. The Commission seeks injunctive relief~ disgorgement of profits~ prejudgment interest~ and 
financial penalties. 

# 
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Re: Timeline Pagel of2 

RE: Timellne 4/17/2010 10:48:58 PM 

from: COhen, Steph~nBL~·,.---------, ""=~---. l(b)(?)(c) 
To: Khuzami, Robert (b)(?)(c) Nester, John Jr (?)(c) Reisner, Lorin L1 
Cc:: . Marlin, Myron L '------------' 

As the person responsible for the calendaring, that is not only true but documented. So, someone can feel very comfortable 

that there is literally evidence to demonstrate the timing of this was not politically motivated, 


---- Original Message ----­

From: Khuzami, Robert 

To: Nester, John J.; Reisner, Lorin L. 

Cc: Marlin, Myron L.; Cohen, Stephen L. 

Sent Sat Apr 17 22:44:07 2010 

Subject: Re: Timeline 


(b)( 5) 

RK 

---- Original Message ----­

From: Nester, John J. 

To: Khuzami, Robert; Reisner, Lorin L. 

Cc: Marlin, Myron L.; Cohen, Stephen L. 

Sent: Sat Apr 17 20:53:53 2010 

Subject: Re: Timeline 


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

-----Original Message..,. ___ 

From: Khuzami, Robert 
To: Nester, John J.; Reisner, Lorin L. 
Cc: Marlin, Myron L.; Cohen, Stephen L. 
Sent: Sat Apr 17 19:32:18 20JO 
Subject: Re: Timeline 

(b)( 5) 
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RK 

----- Original Message ----­

From: Nester, John J. 

To: Khuzami, Robert; Reisner, Lorin L. 

Cc: Marlin, Myron L.; Cohen, Stephen L. 

Sent: Sat Apr 17 19: 1 3:35 2010 

Subject: Fw: Timeline 


(b)( 5) 

I've chatted with Rob about this. 
(b)( 5) 

----- Original Message,_,-=-=-=~----------., 

From: Scannell, K~ra r b)(? )(C ) 


To: Nester, John J. '-----,-"----------' 

Sent: Sat Apr 17 19:02:54 2010 

Subject: Timeline 


August 2008 - GS received subpeona for information 


GS responds. 


July 2009- Wells notice to Tourre and GS 


GS and Tourre respond in September. 


A month ago GS called enforcement and doesn't hear back 
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Pagel ofl 

Release of OIG Stanford Report 
From: SEC NEWS 
To: 
Attachments: SEC Fact Sheet 4-16-10.doc, 2010-00.doc 

4/16/2010 1:57:21 PM 

The SEC today released OIG Report 526: "lnvestigatiorfofthe SEC's Resp.onse to Concerns Regarding Robert 
Allen Stanford's Alleged Ponzi Scheme" .... 

It is available.at the following link: http://www.sec.gov/news/studies/2010/oig-526.pdf 

Attached please find: 

• Chairman Schapiro's statement 

• A Fact Sheet addressing issues raised in the OIG report. 

FOR IMMEDIATE RELEASE 2010-60 

STATEMENT FROM CHAIRMAN SCHAPIRO ON OIG REPORT 526: 
"Investigation ofthe SEC's Response to Concerns Regarding Robert Allen Stanford's Alleged Ponzi 

Scheme" 

Washington, D.C., April16, 2010- The following is a statement from SEC Chairman Mary L. 
Schapiro regarding SEC Office ofthe Inspector General (OIG) Report 526- "Investigation ofthe 
SEC's Response .to Concerns Regarding Robert Allen Stanford's Alleged Ponzi Scheme": 

''This .report recounts events that .occurred at the Commission between 1997 and 2005. Since 
that time, much has changed and continues to change regarding the agency's leadership, its 
internal procedures and its culture of collaboration. The report makes seven recommendations, 
most ofwhich have been implemented since 2005. We will carefully analyze the report .and 
implement any additional reforms as necessary for effective investor protection.'' 

### 

Additional Materials: 

FACT SHEET: SEC Addressing Issues Raised in the Inspector General's Stanford Report 
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lHE WALL STREET JOURNAL. 
\ SJ..com 

The SEC's Impeccable Timing 
1 ·~ Goldman suit helped to hide the IG report on the Stanford debacle. 

lm~ Securities and Exchange Commission fraud 
case against Goldman Sachs may be settled before 
il ver sees a courtroom. Yet intentionally or not, 
tLJSEC has already secured at least one victory in 
the court of media opinion. 

l ,,t Friday, the same day that the government 
unexpectedly announced its Goldman lawsuit, the 
SFC's inspector general released his exhaustive, l 
5 pagereport on the agency's failure to 
i11vbstigate alleged fraudster R. Allen Stanford. Mr. 
Stanford was indicted last June for operating a 
F Jzi scheme that bilked investors out of$8 
b ion. He has pleaded not guilty. 

Press 

<as financier R. Allen Stanford 

Guess which of these two stories was pushed to 
t""~, back pages? The SEC did its part by publishing 

the Stanford report so deep in its Web site that 
more than a. few of our readers had troubl.e ·finding 
it. Yesterday, the SEC management's response to 
the report was available on the agency's 
homepage, yet it provided no links to the report 
itself. 

Little wonder. The report is damning for an SEC 
that wants the public to believe it has turned the 
comer after the Bernie Madoff disaster. The 
commission has made young FabriceTourre of 
Goldman Sachs a household name for his 
debatable disclosures to institutional investors. 
But many individual investors will be more 
interested in leamlng the story of Spencer Barasch. 
He's the SEC enforcement official who sat on 
various referrals to investigate Allen Stanford and 
then, after leaving the SEC, performed legal work 
for •.. Allen Stanford. 

In its own way, the Stanford calamity is arguably 
worse than the SEC's Madoffbungle. In the Madoff 
case, passionate outsider Harry Markopolos could 
find no one at the SEC who took the time to 
understand the scam, cared enough and had 
enough authority to shut down the fraud. In the 
Stanford case, we see numerous SEC insiders over 
many years urging~at times begging-the 
enforcement staff to take action, to no avail. 

The examination staff at the SEC's district office 
in Fort Worth, Texas reviewed the Stanford 
Group's operations in I 997, concluded that its sale 

xerox ttY 
Print Powered By 
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1/ SJ.com 
>~ _ertificates ofdeposit likely constituted a Ponzi 
>Cherne, and referred the matter to SEC 
:t -;rcement staff. Mr. Stanford kept on selling hiss 
:! lingly too-good-to-be-true CDs, so SEC 
:xaminers investigated again in 1998,2002 and 
wna. Each time, they concluded that the Stanford 
>1 btion was a probable Ponzi scheme and urged 
;c,c action. Each time, the enforcement stafffailed 
o act. 

\ ,ng the way, SEC enforcers also ignored 
¥arnings from the daughter of an elderly investor 
r ··~e Stanford scheme, the Texas State Securities 
~ 1rd, an anonymous insider in the Stanford 
>peration, and U.S. Customs, which suspected that 
be Stanford organization was laundering money. 
r .SEC at times would open preliminary 
r.. ~stigations. When the Stanford Group declined 
o provide information, the inquiry would end. 

' Jicularlytragic isthatalmost all of the $8 
>illion that Mr. Stanford collected from investors 
""":gathered after the SEC's first roundof 
r /tiries, so ifSEC enforcers had acted on the first 
eferral from their colleagues, this alleged fraud 
VO!Jid be measured in millions of dollars, not 
, ~ons. Later, some investors increased their 
r. . ~stments with Stanford Group after they 
earned that the SEC had investigated in 2005 and 
c \ no action. They viewed it as a clean bill of 
II Jth. 

P the wake of its Goldman lawsuit, the SEC is 
I' ~g hailed for returning tO a "tough" . 
'l:.orcement line, but this is deceiving. The 
ontrast between the SEC inspector general's 
f >rt on Stanford and the zealofthe SEC's 
11 )uit of Goldman Sachs is far more revealing 
bout why the agency fails to stop genuine 
b-·1dsters. 

~,tn'ile taking testimony and conducting interviews 
vith dozens of agency staffers on Stanford, SEC 
C David Kotz asked the enforcement staff how it 
t Jd possibly have· failed to prosecute someone 
;ho was believed by so many others to be running 
~ ~ud. The stafftold him that senior SEC 

1 1agement did not favor the pursuit ofPonzi 
chemes and other frauds thatwere.difficult to 
westigate and time-consuming to prosecute. He 
1 also told thatmanagement favored "quick 

hits" and "Wall Street" cases. 

This makes perfect sense when you think about 
the political incentives. Why do the painstaking 
work oftracking down.actual criminals when you 
can score favorable headlines with a drive-by 
lawsuit against a large public company that will 
have a strong incentive to settle quickly? 

In other words, the SEC is a dreadful failure in 
fulfilling its core mission of protecting individual 
investors, as the Stanford and Madoff cases show. 
But the SEC is very good at nailing politically 
correct targets like Goldman years after the fact 
011 charges that have little or nothing to do with 
the investing public. On the Goldman case, by the 
way, the news broke yesterday that the SEC 
commissioners split 3-2 on whether to bring the 
lawsuit~a rare partisan split on such a prominent 
case and further evidence of its thin·Jegal basis. 

In the cases of Stanford and Madoff, thousands of 
small investors lost their life savings. In the case 
of Goldman, some masters of the financial 
universe lost money .on what they knew was a 
calculated gamble .. Which did more societal harm? 

ttp.://online.. wsj.com!article/SB10001424052748704671904575194172722146804.html 9/27/2010 



123 




Page 1 of I 

RE: 4/16/2.010 4:16:52 PM
From~~(b=)(?= ))(C~-------'--------, 

To~(b)(7 )(C ) 

· • l(b)(7)(C ) 

Call me for a bnef second . .____________, 

• (b)(7)(C ) 
From:.__~-~~~~~~~~----~
Sent: Friday. Aoril16. 2010 4:13PM 
To:l<b)(7)(C ) I 
SuiJject: Re: 

So; had I made the bet, you would have won, correct? 


On Fri, Apr 16, 2010 at 4:09 PMr(?)(C) Iwrote: 

Here you go .... '---------------------' 


http://www.sec.gqy/news/studies/20 1 0/()ig~SZQ.pdf 


Tins has not made it to the NY Times. That story about Goldman seemsto have drawn aU of the 

att~I,ltion today. What a coincidence thatthose two stories came out today. ; -) 


.. ·' ·. ' ·>·· • ' • 

· (b)(7)(C ) 

From: 
sent: t....Fr~ ~, A~ l~6. 20~1~0~ 1~~ ~~---,..------'id~ay~~pr-:-il~ ~~ 1~:25~AM
To:l<b)(?)(c ) I 
Subject: Re: 

I see. 1.down.. 

· • l(b)(7)(C ) L_­
On Fri, Apr.l6, 2010 at 11:05 AM~~___________________!Wrote: 

Check out the lead story on the NY Times ... that is partofwhat I have been working on ... 

bltp:/IWYYW.11J'times.com/ 

.http:/lwww.nytimes,coll112910/04/17/blJ.sinessfiigoldman.html?.hp 

.. t • ~. 't 

http:/lwww.nytimes,coll112910/04/17/blJ.sinessfiigoldman
http:bltp:/IWYYW.11J'times.com
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Rloomberg 

tladoff Scam Reached F.amily of SEC Official Whose Unit Got 
.....,.

ilP 

S pt. 7 (Bloomberg) -- Family members of a U.S. Securities and Exchange Commission enforcement official, whose 

unit got a tip in 2005 that Bernard Madoffmay be running a Ponzi scheme, entrusted $2 million to the scam, the 

a ~ncy's watchdog said. 

I ~anonymous e-mailed tip to the Office of Internet Enforcement was among at leastsix "substantive complaints" the 
i

s.rJc didn't fully investigate during 16 years, Inspector General H. David Kotz said Sept. 4 in a report released before he 

tr-,tifies before the Senate. Investments by two of the official's relatives were disclosed as a footnote in the 457- page 

r _port, which doesn't identify him or specify losses. He wasn't part of.any Madoff probe, Kotz noted. 

~ :tz's eight-month inquiry offers the most exhaustive look yet at .how the agency missed chances since 1992 to detect a 

$65 billion fraud that burned thousands of investors. The inspector faulted the agency for inadequately pursuing tips, 

:t ;igning inexperienced staff to conduct reviews and failing to seek trading records that would have revealed the scam. 

'It.,is a failure that we continue to regret, and .one that has led us to reform in manyways how we regulate markets and 

~. ptect investors," SEC Chairman Mary Schapiro said in a statement. "In the coming weeks we will continue to closely 

re~iew the full _report and learn every lesson we can." 

t.tJ.ough the report describes dozens of contacts between Madoff and senior SEC officials, including former chairmen, 

11 loesn't find that managers improperly influenced or interfered with inquiries. Nor did Kotz find that an SEC 

~.. lployee's romantic .relationship with Madoffs niece had any affect on the agency's examinations. 

[ ~tead, Kotz said the SEC failed to scrutinize Madoff during a 1992 probe of a firm that funneled him money. Years 

ater, employees failed to scrutinize his consistently strong profits, didn't press harder when they caught him in lies 

1 1abruptly ended an examination to focus on mutual-fund abuses. 

ff.vhibits Withheld 

rhe .SEC didn't release more than soo exhibits referenced in the report, including testimony from Madoff in June. The 

1 ~ncy released the report after 5 p.m. on Sept. 4, the Friday before a three-day U.S. holiday weekend. A 22-page 

~xecutive summary was issued Sept. 2 

\ 

~ tz will testify on his findings before the Senate Banking Committee on Sept.lo. Other witnesses include SEC 

~nforcement Director Robert Khuzami and Harry Markopolos, a former money manager who repeatedly gave the 

mp://www.bloomberg.com/apps/news?pid=21 07000l&sid=andatRVRncyM 9/27/2010 
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tge'ncy details on Madoffs scheme, according to the panel's Web site. 

r· ··~ anonymous tip to the Internet unit, received in October 2005, claimed to be from a former client at Madoffs New 

rork- based investment advisory business. 

Very Secretive' 

t 
'1 Jmow that Mad off company is very secretive about their operations and they refuse to disclose anything," it said. "If 

nv,, suspicions are true, then they are running a highly sophisticated scheme on a massive scale. And they have been 

r ~g it for a long time., 

r informant also added, "After a short period of time, I decided to withdraw all my money (over $5 million).'' 

fhy Internet enforcement official told Kotz he first became aware of the warning the day Madoff was arrested in 
'I 

) )~ember, after asking his staff to search the office's archives for complaints relating to the scam, according to the 

:eBort. The official said the tip should have been flagged for furtherinvestigation in 2005. An attorney working in the 

> ice testified she couldn't remember whether she referred it. Itapparently wasn't passed along, Kotz concluded. 

( ·tz and SEC spokesman .John Nester declined to comment beyond the report. .John Reed Stark, who has led the 

i:....t's Internet program since 1995, couldn't be reached after normal business hours on Sept. 4· 

~· ,1aissance Signals 

( ·~z also found that examiners failed to follow up on signs of fraud found during a routine examination of 

~--haissance Technologies LLC. An SEC compliance examiner informed his supervisor about internal e-mails at 

~"'ruaissance, which indirectly invested in Madoffs fund through a swap agreement with another firm, saying Madoffs 

>. 1liness may be a fraud, Kotz wrote. While the.agency examined Madoffs firm, it didn't return to Renaissance to 

~xamine its.information. 

tehaissance e-mails said Madoff's secrecy, .auditor and fee structure were significant red flags, according to the report. 

\ [thaniel Simons, portfolio manager for a Renaissance fund, said he didn't understand how Madoff made money or 
jl 

\.iy he used a fee structure that gave such a large percentage of profits to feeder funds. 

~.. we don't know why he does what he does, we have no idea ifthere are conflicts in his business that could come to 

:orne regulator's attention," Simons said in an e-maildated Nov. 13, 2003, according to the report. "Throw in that his 

, :•ther-in-lawis his auditor and his son is also high up in the organizationand you have the risk of some nasty 

lllegations." 

1 :son Sentence 

r ;doff, 71, is serving a 150-year prison sentence after pleading guilty to a fraud that federal investigators said dated to 

.t least the 1980s. The scam funneled funds from new clients to pay returns that were purportedly generated by a 

lltp:/lwww.bloomberg.com/apps/news?pid=21 070001&sid=andatRVRncyM 9/27/2010 
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IYJadoff: SEC Agent Was a 'Blowhard' 
E.. 'SARAH N. LYNCH 

. 
' 

\ ..\SHINGTON --Bernard Madoffwas dismissive 
ofa compliance examiner involved in a Securities 
a ! Exchange Commission inspection into his 
f n, calling the man a "blowhard" who "talked 
tough, but didn't look at anything." 

l ~disclosure came in details of Mr. Madoffs 
ji:lnhouse interview with SEC Inspector General H. 
David Kotz. The SEC released more than 500 
e libits late Friday that buttress a previously 
r: ~ased 477-page report on why the SEC failed to 
uncover the Madoff scandal· earlier. 

-~ ~t report found that the SEC received six 
substantive tips over 16 years but still failed to 
det~ct the fraud because of inexperienced staff, 
c ays and a lack ofcommunication. 

One of those failures occurred during a 2006 
e :mination when senior compliance examiner 
\ l!iam Ostrow and another examiner visited the 
Madoff office over a period of two months. 

l ~examiners spent ''90% of their time looking 
through emails," Mr. Madoff said, and never once 
asked him for records of the trades through the 
[ 

1pository Trust Corp. The idea of a Ponzi 
>·- eme didn't seem to cross their minds, Mr. 
Madoffsaid. 

' ; very easy ifyou want You must do a third­
oari:y check. It's an absolute must,." Mr. Madoff 
;ai? of how one investigates a Ponzi scheme. "It's 

ursh'

JET W 0 R K,. 

accounting ! 0 I '' 

Mr. Ostrow in particular got on Mr. Madoffs 
nerves, he told Mr. Kotz. It got so tense that at 
one point, he said he "almost came to blows with 
him." 

"Madoff indicated that Ostrow was an 'obnoxious 
guy' and noted that Mr. Ostrow wore an SEC 
jacket with the word 'enforcement' emblazoned 
across the back," the account of the interview 
says. "Madoff ... stated that this jacket 'caused an 
uproar' " in the office. 

Mr. Ostrow declined to comment on Friday about 
Mr. Madoff's remarks. 

Mr. Madoff said he thought he might get caught 
during another enforc.ement investigation when 
officials asked for his DTC number. He credited 
them with "asking all the right questions" and was 
later shocked to learn the investigation would be 
closed. 

He said he was always worried during SEC exams 
or investigations that he might get caught and 
wished he had been caught "six years ago, eight 
years ago." 

"I got myself in a terrible situation," Mr. Madoff 
told Mr. Kotz. "ft's a nightmare." 

Other exhibits released on Friday include emails 

t..p:/lonline.wsj .comlarticle/SB 12569404663 58195ll.html 9/28/2010 
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\ 6J.com 
b_ ween staffers probing Mr. Madoff and records 
of the tips the SEC received overthe years. 

C ~· letter, sent to then-SEC Chainnan 
Christopher Cox in December 2006, asked him to 
IOhk into the "scandal of major proportion which 
v ~ 

r 
executed by the investment finn Bernard L. 

!\,aBoff. '' 

" \is is a.n extreme example of uncontrollable 
g ,;!d which should be investigated," the person w 
rote, signing the letter "a concerned citizen." 

E !ail traffic between SEC staffers, meanwhile, 
>hows they were asking some good questions 
1bout Mr. Madoffs claims that he was making 
p rts from a proprietary options-trading 
>U tegy. (Read the email.) 

' lm still puzzled that Bernie is able to always 
f 'counterparties willing to trade options in the 
;ize that he needs to for the strategy without 
fr..~king out the market;" one SEC examiner wrote 
i1 fO email. "Maybe the counterparties are able to 
1\::Jgethemselves somehow, but I don't see how." 

! Madoff is serving 150 years in federal prison 
1 lr pleading guilty to II felony counts in March. 

\" )ite to Sarah N. J.,ynch at sarah. 
: ch@dowjones,corriPrinred in T'hc \Vall Streer 
loiirn al, page B4 

t..p://online. wsj.corn/article/SB 12569404663 5819Sll.html 9/28/2010 
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NATIONAL BRIEFING 


BANIING 

Regul4fu.-.rs Clear Wacltovia Deal 
Federal anti.ttust regulators cleared Wells Far­


go's. $11;7 Pillion acquisition ·of WacboVia. cap.· 

ping, a Weeklong battl~·for the.Charlotte, N.C.­

. basedbank' . . " . 

The l'!lPi4 approval .c.omes. after Citigrpup 


walked away late Thursday frotn its own efforts 

to buy W'acllQVia. CitlgrQUp bro)m off taJ,ks With 

We& Fargo and federal regulators~ tbe suit­

ors failedtQ.reacb an ~ntoverhowto$pJit 

upthebank . . . 


San Ftanclsccrbased Wells Fargo p!ilns to oolU;' 

plete the d.eal by the ~d·of the fOurth quarter.. 

The acquisition still needs the approval of:Wacho­
via shareholders. · · · 

Amtrak ridersbip mse l1 percent, to 28.7 miltit 
IEGUI.ATOIS · ~get$, i.n Ute fiscal year ended Sept. 30.· 

SEC ~~Ulted OverJlearProbe liAHSPOiTAtloN 
An official at the Securities and Exchange.. Amtrak Ri'd b. Sets D rd

Commission ~ed to pr.oP¢dY enforce securities ·· ·• ers tp neco 
laws in the agenifs investigation of investment Amtrak said annual ridefship rose to a ret 
bank ~ Ste;uns' valuatio.n :of compl~ securi- for the sixth year in"a row as higher gasri 
ties..the agency's watchdog said in a report made. prices led more travel~s to use trains. 
pubJicytis~d;;y, · · . Ridership' increasedbyabout 2.9 million 1 

The SEC inspectOr gen~ral•. H. David Kotz, ~s,or11percent,to28.7n:illlionintheru 
found, that the .SEC's MWni office. should ,have :iw ending Sept. 30, accor4ing to the railro 
brougbt a caae against Bear-Steams and apotl1er '· :'Ilcketrevenue rose 14.2 percent, to $1.7 billi< 
company rather tha1l dositlg the inquiry in.~ . · ··..··.The U$. Senate passed a bill01±.1 thatwo1 
.summerof·2007withotJtenforcementa:ction. . . {more than double' fundingfor Amtrak. to $1: 

Membel'$ ofthe SEC staff "expressed surprise ·billion over five years. 

that the··~-bad been clQSed. and no plausible 

reasons fQ.rits closing were provided" by mana,g•..· IIEI'Ail 

ers in the Miami office, the report says. 
 . Macy's Lowers Profit.ForecastThe SEC's enforcement staff disp!lted the r~ 

·• port's findings. . . . Macy's, the ~ond-biggest U.S; departmet 
The tritical report follows another issued by ·:store ~ said profit this year would f!ill mo 

Kotz late last moQth that found the SEC's ov.er· · thanit anticipated as tile U.S. economy and co 
sight;~~ Steatnl'! and other big Wan Street ' .suDter confidence weaken. The shares fell I 

banlijl~ Jacldng. Beat SteamS nearly collapsed '·· lnuch as 19percent. . • · · . •. · 
inMatcll.~q\Vasp~by rival J.P. Morgan ·.. ·Macy's is the latesf~tliler to·projeet •earninl 
(;base with a$29 billion fedeial backstc>p. · declines as the global credit Clisis d¢ellens. retir• 

mcmt accounts plunge and sh9P~ spend le& 
EXEC~ Department stotes.ba.ve ~n hit .especia11y •lulr. 

becauSe ·people aren't spending much on an'Fe~Replaces CFO. ...,thing other than. the basks. J.C. Penney. Kohl~ 
~F()rtl said Chief Fin<:ulclal Officer Don LeClair and Nordstrom lowered their forecasts for th• 

will t~tire, ending his 32-~ gu-eer atone of the thitd quarter earlier this week. . 
most tumultuollsand un~rtain times in the auto- ·'.· Macy's said earnings per share may fall t< 

. m.akefs history. LeClair joined Ford in1976 and $t;ao to $1.50 fcir .the year end.fug .Jan. 31~ rathe1 
became chief financial officer in2003. His depar- . ;tiui.D its Aug.13 projedion·of $1~70·to $1.85. •Six: 
ture is effective Nov. 1. WeD analysts surveyed by Bloomberg estimated 

·l'he automaker named'. Lewis ,Booth as J..e. . P,t"Otit of $1.74. ·Last year. the company earned 
Claifs replacement. Booth previouSly served as . $2;15. ' 
executive.vice president for Fcrd. ofEmvpe, V()l· 
vo .and Ford Export Operations and Global Dnnpiledfrom, reports by Wa$hingt<m;F0st 
Growth Initiatives. He also served as chairman of staffwriters, the Associated Press an# 
Ford ofEurope.andremains chairman of Volvo~ · :BWombergNews. 

. ' 

DILBERT By ScOT!' ADAMs 

.r-------------------~·~r-----------------~• sr:··"•.. '*··-----­
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SEC Inspector General Slams .Agency,
1 

1Ag.ain 
By Peter Barnes 

1
)Published fv1;3y 03, 2010 1FOXBusiness 

The inspector general of the, Securities and 
(Exchange Commission has issued yet fecEx~.another scathing report about the agency, Ground 

,this time forresponding improperly and too 
)slowly to allegations offraud at a 
communi~ations company that filed for 
!bankruptcy last year. We understand~ 

You want a partner who can help
SEC inspector general David Kotz found 

you save rnoney.
;"multiple instances of mishandling and 
Imismanagement" in more than 20 
complaints submitted to the agency from 
\2005 to 2007 by an Iowa stockbroker, Kevin LEARN MORE • 
!Mclaughlin, about Metromedia International 

ADVERTISEMENT, Group Inc .., which filed for bankruptcy in 
:June after a costly ruling in an ongoing investor lawsuit. 
I 

,Ko~'s report, titled "Failure to Timely Investigate Allegations of Financial Fraud," said at least 16 
1of Mclaughlin's complaints were provided to current and former staff members in the SEC's 
·division of enforcement. 

\1n similar, previous reports, Kotz criticized the division for failing to catch Ponzi-schemerBernie 
Madoffand alleged investment scammer Robert Allen Stanford. The division ,last month filed a 
:civil lawsuit against Goldman Sachs (GS), charging it with investor fraud. 

Madoff pleaded guilty and is now serving time in jail; Stanford and Goldman have denied the 
;SEC's charges. 
: 

The Mclaughlin report, which Kotz completed in February, has not received wide notice; the 
(SEC released it last month on the same day it issued his report on the agency's botched efforts 
ito detect Stanford. 

!The Mclaughlin report found that SEC employees made mistakes with his complaints, including 
1

passing them around to each other without concrete action or decisions; not sending them to 
.appropriate colleagues; failing to review the charges properly, or dismissing them as outdated. 

"It looked real complicated, like it would require some work," one unnamed SEC staff member 

9/27/2010ntp:!/www.foxbusiness.com/markets/20 1 0/05/03/sec-inspector·general·slams-agency/print 
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assigned in 2005 to review two ofthe complaints told Katz. The staff person also told him the 
!case "needed more information." 

. But in 2006, about a year after he was given the assignment, a colleague asked the staff person 
I 

!about his progress and he responded, "I don't think there is anything you can do. I just haven't 
'been focusing on (the Metromedia International complaints) for a while," the inspector general's 

1
report said. 

[ 

"It's been a long while, but I could have sworn the Metromedia matter was closed," another SEC 
:staff person wrote in an .2006 email to a colleague, saying "no action'' was required on 
)Mclaughlin's filings. "Ah, the joys of the bureaucracy.!" 

rWhen officials finally began an "appropriate examination" of Mclaughlin's charges at the end of 

i2007, the report said, they determined it was too late to do anything about them. The agency 
closed the case in October last year. 

"It seems like everybody and their mother heard my complaints and nobody did a thing," 
.Mclaughlin said in an interview Sunday. "I laid this thing out for them over years." 

·He said he lost about $300,000 investing in Metromedia International and spent hundreds of 
:thousands of dollars more on legal fees and other expenses. He also recommended the stock to 
irelatives and clients. 

;An SEC spokesperson declined to comment on the report. But as part of its post~Madoff reforms, 
the agency has said it is revamping its complaint-handling process and has created a new Office 
of Market Intelligence to better manage tips, complaints and referrals. Officials also told Katz 
they are working to improve the agency's system for closing cases. 

"We have taken significant steps to make the SEC more vigilant, sharp and responsive," SEC 
'Chairman Mary Schapiro said at a Senate subcommittee hearing last week. 

. An attorney for Mark Hauf, the former CEO of Metro media International, did not immediately 
1respond to requests for comment. But in an interview last month with McClatchy Newspapers, 
Hauf called Mclaughlin's charges "completely unfounded." 

:You can read the inspector general's report here. McLaughlin also took his case to the Iowa 

General Assembly; you can see some ofhis research on it here. 


:Metromedia International was formed in 1995 by billionaire investor John Kluge, who created it 
out of a group of cable, media and telecommunications companies that operated mainly in 
Eastern Europe, Russia and .Asia. 

Klug.e took the company public in t997; its .stock peaked at more than $15 a share in 1998. In 
:fall 2007, amid accounting controversies and disputes with some large shareholders, an 
!investment group bought the firm for $1.80 a share ..It filed for bankruptcy last year after a 
Delaware corporate law tribunal ruled it owed preferred stockholders more money from the 2007 
:Sale. 
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News Corp. (NWSA), parent company of FOX Business, was a 1.0% stakeholder in Metromedia 
International as a result of a 1999 merger of a company in which News Corp. was a major 
shareholder with Metrornedia International. 

Mclaughlin said he began investing in Metromedia International in the 1990s after he read 
positive news reports about the company's prospects and thought it could be a profitable play on 

·emerging markets. But he said he eventually grew suspicious ofthe .company's finances and 
'certain transactions. 

After receiving one of his complaints in 2006, the SEC sent him a letter stating , ''We are taking 
i your complaint very seriously and have referred it to the appropriate people within the SEC." 

But in Kotz's investigation, an SEC staff member told him that the document was a form letter 
mailed "in response to complaints that are referred to (the) Enforcement .(division) whether or not . 
Enforcement actually investigates." 

"If we don't refer it, we say- you know, we give (complaint filers) the investigation policy 
language about how investigations are confidential and we have done everything we can for 

, you," the staff member added. "I really can't speak for the Division of Enforcement as to whether 
·they're taking something seriously or not." 

,In 2007, the SEC warned Metromedia International that it could be delisted for failing to file 

certain .2005 and .2006 financial reports on time . 


.·Mclaughlin said he is taking a wait~and-see position on the agency's plans for changes. 

"They will have to prove themselves, in new actions where credible whistleblowers are 
concerned, in order to suit me," he said. 
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FW: Stanford release now set for 2:30 PM 4/16/2010 1:30:25 PM 

From: McKown, Joan ""<b"")(?=)(c"')-------., l(b)(?)(c) 

To: Korotash, StephenJ Romero, RoseL. 


Change! 


Sent from my BlackBerry Wireless Handheld 


From: Marlin, Myron L J<b)(?)(c) I 
To: Nester, John J.; Gillan, Kayla J.~~-=--=---=--:-:--=------' McKown, Joan; Cohen, Stephen L 
Cc: Nisanci, Didem A.; Spitler, Eric J.; Davis, Julie Z. 
Sent: Fri Apr 16 12:34:44 2010 
Subject: RE: Stanford release now set for2:30 PM 

OK. We're going to revert back to a 1:30 release of the Stanford report. 

Thanks. 

From: Nester, John J. 
Sent:_ Friday, Aprill6, 2?10 12:14 Pl1b)(?)(C) 

To: Gillan, Kayla J.; Marlin, Myron L;l,___' ____________,I McKown, Joan; Cohen, Stephen L 

Cc: Nisanci, Didem A.; Spitler, Eric J.; Davis, Julie z. 

Subject: RE: Stanford release now set for 2:30 PM 


my view is that we have a responsibilty to effectively communicate the commission's actions. We have every 
hand on deck finishing the media cans on the goldman case (with the TV networks working to arrange 
interviews with Khuzami in New Orleans), and don't immediately have sufficient resources to ensure an 
effective release of the IG report. 

From: Gillan, Kayla J. 

Sent: Friday, Apri116. 2010 12:07 PM 

To: Marlin, Myron L;l(b)(?)(c) IMcKown, Joan; Cohen, Stephen L; Nester, John J. 

CC: Nisanci, Oidem A.; Spitler, Eric J.; Davis, Julie Z. 
Subject: Re: Stanford release now set for 2:30 PM 

Really? Are you comfortable wfhow that's going to be portrayed (i.e., they had it ready but help it so it wouldn't 
make so much news)? Kotz knows that the redacted version is prepared and ready to go out... 

NOTE: We are shifting the release of the Stanford report to 2:30PM- .instead of 1:30PM. 

Draft Fact Sheet 
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• 	 This is the current version of the fact sheet that has been reviewed b~(b)(? )(c ) lcohen, Joan, Kayla and 

others. The redlines reflect the changes I received this morning. PLEASE LET ME KNOW IF YOU 
HAVE ANY CONCERNS. 

Statement by Chairman Mary Schapiro: 

• 	 The following statement has been approved by Mary and will be provided to reporters at the time we 
release the report. 

"Today's report recounts events that .occurred at the Commission between 1997 and 2005. Since that 
time, much has changed and continues to change regarding the agency's leadership, its internal 
procedures and its culture ofcollaboration. The report makes seven recommendations,. most of which 
have been implemented since 2005. We will carefully analyze the report and implement any additional 
reforms as necessary for effective investor protection. • 

The Joint e-mail from Rob & Carlo will now go out at 2:15: 

• 	 Rob, Carlo and Lorin have approved. 

Dear Colleagues: 

Very shortly, the SEC will be releasing a report by the Office of the Inspector General regarding an investigation 
of the Stanford Group. It will be available on our website. 

The report focuses on the period from 1997 to 2005, and concludes that the Enforcement Division did not 
properly investigate referrals from OCIE and other sources expressing concern about Stanford during that time. 

While we are confident that much has changed since then, we will examine the report closely and determine 

whether the Inspector General's analysis and conclusions warrant further changes in our current program. 

Various initiatives, both past and current, have been undertaken to ensure that the SEC has the optimal 

organizational structure, procedures and communications to fully utilize, and benefitfrom, the talent and 

dedication of the Enforcement and OCIE staff. 


Although the report may generate attention, we should all continue to stay focused on our job athand: 
protecting investors. Working together there is much we can achieve. 

Rob &Carlo 

Friday Timeline 

@2:15PM- Stanford.: Rob & Carlo send emails to staff notifying them about the release ofthe report. 

[Note: They have signed off on their joint email.} 


@ 2:30 PM - Stanford: Report is sent .to the Hill along with the statement and fact sheet [Julie} 


@ 2:30 PM - Stanford: Nester/IT posts the fact sheet online. 


@ 2:32 PM- Stanford: Report is sent to reporters along with the statement and the fact sheet. [OPA] 

@ 2:31 PM - Stanford: Report is sent to FOIA requesters. [Barry Walters] 
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@ 2:30 PM - Metrornedia: Report is posted on the website. 

Unknown - Stockman: The SEC issues a. lit release perhaps on Friday. 

### 
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RE: Exec Summary ofStanford OIG report 4/2/2010 6;14:00 AM 
FrQm: Schapiro, M.~~--------,
To: Gillan, Kayla J. (b)(?)(C) 

Cc: Nisanci, Didem...,.A."<""""<c),------'------,
bl(?l"'"

Our response needs to include a formal .process for examiner escalation of concerns if they are rebuffed by their 
supervisors or enforcement. Carlo may have some ideas on this. It needs to be real so we can point to it .as a 
lesson learned. 

From: Gillan, Kayla J. 

To: Schapiro, Mary L 

Cc: Nisand, Didem .A. 

Sent: Thu Apr 0117:25:56 2010 

Subject: RE: Exec Summary of Stanford OIG report 


I don't think there is. ENF seems to have so much autonomy it's scary. 

Kayla J. Gillan 
Deputy Chief of Staff 
Office of the Chairman 

1"1,1!,Securities arul ExclT$1 CommisSion 

From: Schapiro, Mary L. 

Sent: Thursday, .April 01, 2010 .5:19 PM 

To: Gillan, Kayla J. 

Cc: Nisanci, Didem A. 

SUbject: Re: Exec Summary of Stanford OIG report 


I am mystified by enforcementignoring ocie. Isn't there a mechanism for escalation? 

From: Gillan, Kayla J. 
To: Schapiro, Mary L 
Cc: Nisanci, Didem A. 
Sent: Thu Apr 0117:14:00 2010 
Subject: RE: Exec Summary of Stanford OIG report 
Yep, the report specifically calls out for consideration of possible discipline (without identifying specifically who 
should be considered). We spoke to Cahn earlier this week and he agreed (but needed to confirm w/Becker) 
that we should use the same process that we used for the Madoff report. We'll also be using the same "light 
touch"redaction principles that we used with Madoff- i.e., no "deliberative process" redactions, keep in the 
names of everyone at the SK-17 level and above; we will, however, need to respect redactions that are 
necessary for ongoing ENF or Justice cases. 

Kayla J. Gillan 
Deputy Chief of Staff 
Office ·Of the Chairman 
U.S. Securities and Exchange Commission 

file://c:\documents and settingsrL-)-(?)-(C) _ ____,~locai settings\temp\Xl \c35\email.html 5/10/2010 

file://c:\documents


# Exec Summary ofStanford OIG report Page2 of3 

(b)(7)(C ) 

From: Schapiro, Mary L 

Sen~: Thursday, April 01, 2010 5:10PM 

To: Gillan, Kayla J. 

Cc: Nisanci, Didem A. 

Subject: Re: Exec Summary of Stanford OIG report 


We need to know who is on the staff still and whether disciplinary action shd be considered. 

From: Gillan, Kayla J. 

To: Schapiro, Mary L 

Cc: Nisanci, Didem A. 

Sent: Thu Apr 0117:05:58 2010 

Subject: Exec Summary of Stanford OIG report 


We received the Stanford report a couple of hours ago.. The troops are working on redactions, and we'll work up 
message points after we've aU had a chance to digest. But here's a brief summary, if you want to read on BB: 

! 

The OIG investigation found that the SEC's Fort Worth .office was aware since 1997 that Robert Allen 
Stanford was likely operating a Ponzi scheme, having come to that conclusion a mere two years after 
Stanford Group Company ("SGC"), Stanford's investment adviser, registered with the SEC in 1995.. 
We found that over the next 8 years, the SEC's Fort Worth Examination group .conducted four 
examinations ofStanford's operations, finding in each examination that the CDs could not have been 
"legitimate," and that it was ~'highly unlikely" that the returns Stanford claimed to generate could have 
been achieved with the purported conservative investment approach. Fort Worth examiners dutifully 
conducted examinations ofStanford in 1997, 1998, 2002 and 2004, concluding in each case that 
Stanford's CDs were likely a Ponzi scheme or a similar fraudulent scheme. The only significant 
difference in the Examination group's fmdings over the years was that the potential fraud grew 
exponentially, from $25.0 million to $1.5 billion. 

While the Fort Worth Examination group made multiple efforts after each examination to convince the 
Fort Worth Enforcement program (''Enforcement") to open and conduct an investigation ofStanford, 
no meaningful effort was made by Enforcement to investigate the potential fraud or to bring an action 
to attempt to stop it until late 2005. In 1998, Enforcement opened a brief inquiry, but then closed it 
after only 3 months, when Stanford failed to produce documents evidencing the fraud in response to a 
voluntary document request from the SEC. In 2002, no investigation was opened even after the 
examiners specifically identified multiple violations ofsecurities laws by Stanford in an examination 
report. In 2003, after receiving three separate complaint letters about Stanford's operations, 
Enforcement decided not to open an investigation or even an inquiry, and did not follow up to obtain 
more information about the complaints. 

In late 2005, after a change in leadership in Enforcement and in response to the continuing pleas by the 
Fort Worth Examination group, who had been watching the potential fraud grow in examination after 
examination, Enforcement finally agreed to seeka formal order from the Commission to investigate 
Stanford. However, even at that time, Enforcement missed an opportunity to bring an action against 

. SGC for its admitted failure to conduct any due diligence regarding Stanford's investment portfolio, 
which could have potentially completely stopped the sales of the Stanford International Bank ("SIB") 
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CDs though the SGC investment adviser, and provided investors and prospective investors notice that 
the SEC considered SGC's sales ofthe CDs to be fraudulent. The OIG investigation found that this 
particular action was not considered, partially because the new head ofEnforcement in Fort Worth was 
not apprised ofthe findings in the investment advisers' examinations in 1998 and 2002, or even that 
SGC had registered as an investment adviser, a fact she learned for the first time in the course ofthis 
OIG investigation in January 2010. 

The OIG did not find that the reluctance on the part ofthe SEC's .Fort Worth Enforcement group to 
investigate Stanford was related to any improper professional, social or financial relationship on the 
part ofany former or current SEC employee. We found evidence, however, that SEC-wide institutional 
influence within Enforcement did factor into·its repeated decisions not to undertake a full and thorough 
investigation of Stanford, notwithstanding staff awareness that the potential fraud was growing. We 
found that senior Fort Worth officials perceived that they were being judged on the numbers of cases 
they brought, so-called "stats," and communicated to the Enforcement staff that novel or complex cases 
were disfavored. As a result, cases like Stanford, which were not considered "quick-hit" or"slam­
dunk" cases, were not encouraged. 

The OIG investigation also found that the former head ofEnforcement in Fort Worth, who played a 
significant role in multiple decisions over the years. to quash investigations ofStanford, sought to 
represent Stanford on three separate occasions after he left the Commission, and in fact represented 
Stanford briefly in 2006 before he was infonned by the SEC Ethics Office that it was improper to do 
so. 

Otherwise, 159 pages of disappointments•... 

Kayla J~ Gillan 

Deputy Chief of Staff 

Office of the Chairman 

U.S. Securities and Exchange Commission 
(b)(7)(C) 
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Page 1 .of2 

Re: IG Report to SEC Chairman Mary Schapiro on Stanford Group Co. 3/26/2010 9:52:14 AM 

From:'-:-<b_l<7 _l<C=-) ----,-,-~=en,.,.-----''----,

To: Becker, David M. (b)(?)(C) Humes, Richard M. (b)(?)(C) 


We are meeting Monday afternoon to get a team set up. Thanks. 

r b)(?)(C) I 

Securities and Exchange Commission 
(b)(?)(C) 

Sent from BlackBerryWireless 

.From: Becker, David M. 
To:l<b)(?)(c ) !Humes, Richard M.; Cahn, Mark D.. 
Sent: Fri Mar 26 09.:50:48 2010 

" ;.j Subject: FW: IG Report to SEC Chairman Mary Schapiro on Stanford Group Co. 

···--·----·------·----- .. · ----- ·-----~-~~-

From: .Schapiro, Mary L. 

Sent: Friday, March 26, 2010 9:18AM 

To: Gillan, Kayla J.; Cohen, Stephen L.; Becker, David M. 

Subject: Re: IG Report to SEC Chairman Mary Schapiro on Stanford Group Co. 


Thanks. 

From: Gillan, Kayla J. 
To: Schapiro, Mary L.; Cohen, Stephen L.; Becker, David M. 
Sent: Fri Mar 26 08:53:24 2010 
Subject: RE: IG Report to SEC Chairman Mary SChapiro on Stanford Group Co. 
These Stanford victims are asking for release of the IG's report. The first IG's report re Stanford .has been 
publicly released. The second one hasn't yet been received by us. I expect i.t within the next few days, and I 
recommend that we treat it as we did the Madoff reports - promptly work to redact as necessary and publicly 
release. (It will be .quite critical of ENF.) As we did w/Madoff, we'll need a team rapidly deployed to handle the 
redactions and Commission approval of release. 

Kayla J. Gillan 
Deputy Chief of Staff 

Office .ofthe Chairman 

U.S. Securities and Exchange Commission 

I'""''" I 
------· --------· ·· -· -•'"'''''"' ''~~~~--

From: Schapiro, Mary L. 

'Sent: Friday, March 26, 2010 8:47AM 

To: Cohen, Stephen L.; Becker, David M.; Gillan, Kayla J. 


, j (b)(?)(C) ~ -
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Subject: Fw: IG Report to SEC Chairman Mary Schapiro on Stanford Group Co. 

From:'-l<b___)<7)<c) --------' 

To: Schapiro, Mary l. 

Sent: Fri Mar 26 08:33:44 2010 

SUbject: IG Report to SEC Chairman Mary Schapiro on Stanford Group Co. 


SEC Chairman Mary Schapiro 

Please help us by reading the attached letter. 

Respectfully, 


r b )(7)(C ) 

Stanford Fraud Victims 

Hotmail is redefining busy with tools for the New Busy. Get more from your inbox. Sign u_P- now. 

The New Busy is not the old busy. Search, chat and e-ma~l from your inbox.. Get started . 
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RE: Status ofStanford OIG Report Review/Redactions Page 1 of2 

RE: Status of Stanford OIG Report Review /Redactions 4/7/2010 9:50:11 AM 

E""•~!t'!(b),.,;~~~ ) .......,.,"""'-...___________ Humes, Richard M.L"b)(?- l'~~ l .
l~~;'<:,c.,_. - )(C-) _______JICahn, Mark D.c..,l':.~)(:~~~~,....Jiwalters, 
C<:~ Spitler, Eric J. (b)(?)(c) 

The closer that we get to April 20 (the date of Mary's testimony on lehman), the more difficult that hearing will be 
for her. 

Kayla J .. Gillan 

Deputy Chief of Staff 

Office of the Chairman 

U.S. Securities and Exchange Commission 
(b)(7)(C) 

=---l(b)(7)(C)
From:l._.___________, 

Sent: Wednesday, April 07, 2010 9:49AM 

To: Gillan, Kayla J.; Humes, Richard M.; Cahn, Mark D.; Walters, Barry 

Cc:. Spitler, Eric J. 

SUbject: RE: Status of Stanford OIG Report Review/Redactions 


It will be tight, but 1believe that we can accommodate this goal or come very close (i.e., Thursday, 

April 15th or Friday, April 16th). 


From: Gillan, Kayla J. 

Sent: Wednesday, April 07, 2010 9:48AM · 

To:l'b)(?)(c) IHumes, Richard M.; Cahn, Mark D.; Walters, Barry 

Cc: Spitler, Eric J. 

Subject: RE: Status of Stanford OIG Report Review/Redactions 


Just to be. more clear about Mary's goal, it would be most ideal if we could release this report no later than next 
Wed, April 14 {sooner would even be better). · 

Kayla J. Gillan 

Deputy Chief of Staff 

Office of the Chairman 

U.S. Securities and Exchange. Commission 
(b)(7)(C) 
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From: Gillan, Kayla J. 

Sent: Wednesda A ril 07 2010 9:42 AM 

To: (b)(?)(c ) Humes, Richard M.; Cahn, Mark D.; Walters, Barry 

Cc: pit er, ric J. 

Subject: Status of Stanford OIG Report Review/Redactions 


Donning my "nag hat" (which, unfortunately, fits quite comfortably), I need to ask how this review is 

progressing. .. Do we know when Justice and ENF will complete their review? Mary is quite. anxious to get this 

report released as soon as possible, so I need to give her an ETA. Thanks! 


Kayla J. Gillan 

Deputy Chief of Staff 

Office of the Chairman 

U.S. Securities and Exchange Commission 

(b)(7)(C) 
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FW: OIG Report 526 (Stanford Matter) Page 1 of 1 

4/9/2010 2:30:32 PM 

David/Noelle: FYI below. 

~~(b)(7 )( )--C---------------~ 
Sent: Friday, April 09, 2010 2:30 PM 

~Fif7VJ?MMISSION miiNJLS 

Subject: OIG Report 526 (Stanford Matter) 

On Monday afternoon, the OGC will circulate an expedited seriatim requesting by COB Wednesday 

(April 14th) Commission authority to release publicly the above-referenced OIG Report. . 


OGC is currently working with the Enforcement Division to finalize the proposed redactions (which we 
anticipate will be relatively modest). 

To facilitate the expedited seriatim schedule, however, the OGC will provide two copies of the 

unredacted report to each Commissioners Office later this afternoon. 


Finally, we apologize for the expedited schedule, but we hope that our providing the Report now will 
pennit you to begin a preliminary review over the weekend should you wish. 

Best, 

r b)(7)(C) 
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(b)(7)(C) 

l(b)(7)(C) I 
From: 

Sent: Monday, April 12, 2010 6:54 PM 

To: #COMMISSION COUNSELS 

Subject: Stanford Report 


Although it had been our hope to provide your offices with the proposed redactions to 
Stanford report late this afternoon, the OGC and Enforcement are still considering certain 
redactions in light of the views of the OIG. We should be in a position to circulate the 
proposed redactions to you by mid-morning. We apologize for this dE!lay. 

r b)(7)(C) 

.~r,guriti~· •"<I &•Chong~ CQlll!!!irion

1 
Sent from BlackBerry Wireless 

1 
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FW: Seriatim for the OIG Stanford Report (action memo and attachments) Page 1 of 1 

._______,I Kotz, David Ll<b_l< 
7 
_)< c_) ____________, 

Attachments: Red Box- version 9- 526 STANFORD FINAL REPORT (3-3lc2010)(NF).pdf, Stanford.Trans.Ltr.doc, 
Stanford.ActionMemo. v3.pdf 

I apologize. My earlier email did not include the action memo and the transmittal letter. I am attaching those 
now. 

-----Qrigjua1 Message----­

From~~(b-,- )(C,--,----,-----,:-::-:--::--::--:-::--:-::-')(7-:: ) 
Sent: Wednesday, Aprill4, 2010 12;28 PM 

To: Walters, Barry 


, . l(b)(7)(C) 
Cc: Cahn, Mark D .; Gdlan, Kayla J.; Kotz, Davtd;'--------,-----,---' 
Subject: Seriatim for theOIG Stanford Report (action memo and attachments) 

Attached are the following items that were just delivered to the Commissioners: 

1. The OGC action memo with a rider from the OIG. 

2.. The final redactions to the Stanford report (attachment A to the memo). 

3. The draft transmittal letter to members ofCongress (attachment B to the memo}. 

Please be mindful that the attachments to this email are sensitive and should be kept extremely confidential. 

Thanks. 
rb)(7)(C) 
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From. (b)(7)(C) 
To: Cohen St 
Cc: (b)(7)(C) 

Stanford Seriatim Rider B Page I of2 
,· 

/ 

Re: Stanford Seriatim and Rider B (from Commissio.ner Paredes• Offi~s/zoto 6:36:22 PM 

Steve: Would you mind handing it off tol(b)(?)(c) ITomorrow morning will be crazy on our end to finish up the 

<~)(? )(c ) nsWould you. { orl(b)(?)(c) find picking up the signed .seriatim from Steve tomorrow morning? 

Sent from BlackBerry Wireless 

From: Cohen. Steohen L 

To~(b)(? )(c ) IGillan, Kayla J. 

Cc: cahn, Mark D.; Humes, Richard M. 

Sent: Thu Apr 15 18:29:35 2010 

Subject: Re: Stanford Seriatim and Rider B (from Commissioner Paredes' Office) 


l(b)(?)(c) Iswing by at 9, and I'll hand it off (presumably) signed. If you miss me, I'll put it on my chair. 

_i (b)(7)(C) 
From~._._____________, 

To: Gillan, Kayla J.; Cohen, Stephen L 

Cc: cahn, Mark D.; Humes, Richard M. 

Sent: Thu Apr 15 18:25:03 2010 

SUbject: Stanford Seriatim and Rider B (from CommissiOner Paredes' Office) 


Kayla/Steve: 
The QIG Stanford seriatim along with Rider B (from Commissioner Paredes' Office) has now been approved by 
the 4 Commissioners. !just placed the seriatim on Steve Cohen's chair .. All that is needed at this point is the 
Chairman's approval. Fir~ally, I am attaching Rider B below should you wish to forward it to .David Katz to advise 
him. 

l(b)(7)(C) 

Sent from BlackBerry Wireless 

<<Stanford Seriatim Rider B.doc» 

7lfile://c:\documents and settingsil-<bl_<_<c) _ ___,~ocal settings\temp\Xl\c3\email.html 5/11/2010 

file://c:\documents


Stanford Seriatim Rider B Page2 of2 

RiderB 

The Office ofGeneral Counsel is directed to make the following additional recommendation: 

That the names ofall Stanford employees included in the Report be redacted who occupied junior 
positions and have not yet been publicly named in a Government or Commission action, or are. not yet 
otherwise publicly associated with the Stanford .matter. For example, two Stanford employees who 
have sued Stanford for wrongful termination because they would not participate in the fraud would 
qualify as ~'otherwise publicly associated with the Stanford matter." 
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, · RE: Stanford materials and logistics ... 	 Page 1 of3 

Re: Stanford materials and logistics ••• 	 4/16/2010 9:14:29 AM 
F~m: Gillan. Kavla 1
T~(b)(7)(C) 	 ICohen, Stephen L l(b)(7)(C) I 

Yes, Steve already let him know. 

(b)(7)(C) 
From:~..,.l-~--------____.J 
To: Cohen, stephen L; Gillan, Kayla J. 

Sent: Fri Apr 16 09:08:12 2010 

Subject: Re: Stanford materials and logistics ... 


Kayla I Steve: Katz wanted OGC to notify him when the se.riatim has been signed off. 1· am assuming, however, 

that you will let him know at the appropriate time. 

rb)(7)(C) 

Securities and Exchanoe Commission (b)(7)(C) 

Sent from BlackBerry Wireless 

~i7rf-"'!!...l:!!..!..t....!....!..I"""".......,'-<L--------,___---,-J Gillan, Kayla J.; McKown, Joan; Khuzami, Robert;j<b)(?)(c) 
L...........;;;;v~-------,..---------_JNester, John J.; di Florio, Carlo V. 	 .________,
cc: (b)(?)(c) Nisanci, Didem A.; Spitler, Eric J.; Davis, Julie Z. 

Sent: Frl Apr 16 09:03:26 2010 

Subject: RE: Stanford materials and logistics ... 


The seriatim has been signed by the Chairman and will be delivered to OS momentarily. 

From:. Marlin, Myron L 

<:<~l~~<7~~da A rillG 
2010 l:Z~~=n, Kayla J.; McKown, Joan; Khuzami, Robertf)(?)(c) 

L____,=,-------~hen, Stephen L.; Nester, John J.; di Florio, Carlo V. L___________J 

Cc: (b)(?)(c) isanci, Didem A•.; Spitler, Eric J.; Davis, Julie Z. 
Subject: Stanford materials and logistics .•. 

Here's an update .on the Stanford materials. The logistics remain the same: 

Draft Fact Sheet 

(b)(7)(C) 
• 	 The following fact sheet has been reviewed by Cohen, Joan. Kayla and others. The redlines 

reflect the changes I received last night. PLEASE LET ME KNOW IF YOU HAVE ANY CONCERNS. 

<<File: Stanford OIG response 1200 FRI.doc >> 

Statement by Chairman. Mary Schapiro: 

• The following statement will be provided to reporters at the time we release the report. NOTE: PLEASE 
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.· 	RE: Stanford materials and logistics .... Page2 of3 

LET ME KNOW IF WE SHOULD SWITCH "MOST" to "ALL." 

"Today's report recounts events thatoccurred at the Commission between 1997 and 2005. Since that 
time, much has changed and continues to change regarding the agency's leadership, its internal 
procedures and its culture of collaboration. The report makes seven recommendations, most of which 
have been • implemented since 2005. We will carefully analyze the report and implement any additional 
reforms as necessary for effective investor protection." 

Joint e--mailfrom Rob & Carlo: 

• 	 Rob, Carlo and Lorin have approved. 

Dear Colleagues: 

Very shortly, the SEC will be releasing a report by the Office of the Inspector General regarding an 
investigation ofthe Stanford Group. It will be available on ourwebsite. 

The report focuses on the period from 1997 to 2005, and concludes that the Enforcement Division did not 
properly investigate referrals from OCIE and other sources expressing concern about Stanford during that 
time. 

While we are confident that much has changed since then, we will examine the report closely and 
determine whether the Inspector General's analysis and conclusions warrant further changes in our 
current program. Various initiatives, both past and current, have been undertaken to ensure that the 
SEC has the optimal organizational structure, procedures and communi.cations to fully utilize, and benefit 
from, the talent and dedication of the Enforcement and OCIE staff. 

Although the report may generate attention, we should all continue to stay focused on our job at hand: 
protecting investors. Working together there is much we can achieve. 

Rob& Carlo 

Response regarding redactions: 

• 	 This ls the comment to be used by Nester (and perhaps OLA) regarding redactions. A document with 
additional information is attached. 

"Redactions have•been kept to a minimum. We have only removed such things as the names of those non­
senior officials of the SEC and other law enforcement agencies who did not play a central role in the events at 
issue; the names of certain /ow-/eve/Stanford employees who have notbeen charged with wrongdoing; and, 
certain information .that could prejudice the Commission's ongoing litigation.againstStanford orrelated 
investigations." 

<< File: Stanford Redactions Points.doc >> 

Friday Timeline 

8:45AM- Goldman: The SEC pre~circulates its press release internally. 

@9:30AM- Gol.dman: The SEC files its complaint. 


@9.:45AM- Goldman: The SEC distributes its press release to reporters. 


1
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@ 9:45 AM - Goldman: OPA issues an advisory informing them that Rob will conduct a press conference 
call. 

10:15 AM- Goldmanffulane: Internal prep-call with Rob in advance of the press conference.-call and the 
Tulane panel. 

11:00 AM - Goldman: Rob conducts a press conference-call with reporters. Reid and Ken to be on the line 
to field detailed questions only. Erik to accompany him in New Orleans. 

11:30 AM - Goldman: Rob's press conference-call concludes. 

11 :45 AM - Tulane: Rob starts his panel discussion. 

(10:45 CST) 

1:15PM­ Tulane: Rob ends his panel discussion. 

(12:15 CST) 

@ 1:15 PM ­ Stanford: Rob & Carlo send emails to staff notifying them about the. release of the report. 
[Note: They have signed off on their joint email.] 


@ 1 :30 PM - Stanford.: Report is sentlo the Hill along with the statementand fact sheet [Julie] 


@ 1:30 PM - Stanford: Nester/IT posts the fact sheet online. 


@1:32PM- Stanford: Report is sent.to repo.rters along with the statement and the factsheet [OPA] 


@ 1 :31 PM - Stanford: Report is sent to FOIA re.questers. [Barry Walters] 


@ .2:00 PM - Metromedia: Report is. posted on the website. 

Unknown - Stockman: The SEC issues a lit release perhaps on Friday. 

### 
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TEL.EPHONE: 1•212-558·4000 

FACSIMIL.E: 1-212-558-3588 
 125 PJJ~6/keet 

WWW,SUL.I.C~OM.COM 

.Afew o/~., J1r!V1000I;-2Q.9$ 

LOS ANGELES • PAL.O A,L.TO • WASHINGTON, D.C. 

FRANKFU~T • L.ONDON • PARIS 

BEUING • HONG KONG • TOKYO 

MELBOURNE • SYDNEY 

August 9, 2010 

Via Federal Express 

r b)(7)(C) 

1 

Office ofInspector Genera]., 
U.S. Securities and Exchange Commission, 

100 F Street, N .E., 

Washington, D.C. 20549. 


Re: Office ofinspector General {OIG-534) 
' 

r b)(7)(C) 
Dear 

The Office of Inspector General of the Securities and Exchange 
Colll11lission.has requested that Sullivan & Cromwell LLP produce certain telephone 
records. Pursuant to your request, attached please find a telephone log for the offic~ 
telephone line ofRichard H. Klapper for the period beginning the evening of April15, 
2010 through April 16, 2010. Also pursuant to your request, attached please find a 
Microsoft Excel spreadsheet· containing the first ten telephone .calls that were made to 
Mr. Klapper's office telephone line on April16, 2010, including information located 
concerning the name ofthe individual or entity originating the call. 

Ifyou have any questions concerning this response, please call me at 
""j<b=)(7=)(C") -----,~ 

* * * 
Pursuant to Rule 83 of the Commission's Rules on Information and 

Requests, 17 C.F.R. § 200.8.3, lhereby request on behalfof Sullivan & Cromwell LLP 
that this letter and the.material to which it refers not be disclosed in response to any 
request under the Freedom of Information Act; 5 U.S.C. § 552. If this letter or any ofthe 
material to which it refers is or becomes the subject of a Freedom of Information Act 

FOIA Confidential Treatment Requested by Sullivan & Cromwell LLP 

http:WWW,SUL.I.C~OM.COM


A copy of this letter has been mailed to the Freedom of Information Act 
Officer of the Securities and Exchange Commission. 

Sharon L. Nelles 

(Attachments) 

cc: Freedom of Information Act Officer 

FOIA Confidential Treatment Requested by Sullivan & Cromwell LLP 



Sullivan & Cromwell LLP Attachment 1 
Call Deta.il with Caller lD FOIA Confidential Treatment Requested by Sullivan & Cromwell LLP 
Filter N.ame QReport_100806140409 
Interval Name QReport_100806140409 
Report Parameter 

T2006002 Broad St 15/20 00:00:30 00:00 0.00 Boston- MAE3555 T22.9038 Broad St 04/15/2010 07:23: 00:00:30 00:00 0.00 82229 5583000 MM: VM Bro;jd St. T2006006 E3555 Broad St 04/15/2010 08:04:48 00:00:12 00:12~ 0.00 6177426200 Boston· MAT2006018 E3555 Broad St. 04/15/2010 09:56:41 00:01:19 00:05 0.00 2155973100 Philadelphl<f • PAE3555 T229034 Broad St 04/15/2010 09:57:09 00:00:51 00:00 0.00 002295583000E3445 E3555 Broad St 04/15/2010 10:59:16 00:00:44 00:00 0.00
T2006016 E3555 Broad St 04/15/2.010 16:33:05 00:00:55 00:07 0.00 2126106300 

3555 
Manhattan, NYCT2006030 E3555 Broad St 04/16/2010 10:38:25 00:00:35 00:02 0.00 2024341800 Washington - DCT2006002 E3555 Broad St 04/16/2.010 10:39:52 00:01:08 00:02 0.00 2025512000 Washington -.DC T2006025 E3555 Broad St 04/16/2.010 10:40:12 00:01:48 00:05 0.00 1111111111

T2006026 E3555 Broad St 04/16/2010 10:46:20 00:00:40 00:10 0.00 2127288503 Manhattan, NYCT2006012 E3555 Broad St 04/16/2010 10:52:13 00:00:47 00:04 0.00 9173531314 New YorkT2006014 E3555 Broad St 04/16/2010 11:00:05 00:00:55 00:03 0.00 2026829031 Washington - DCT2006034 E3555 Broad St 04/16/2010 11:01:42. 00:01:18 00:03 0.00 2129028319 Manhattan, NYC
T2.006013 E3555 Broad St 04/16/2.010 11:22:2.1 00:01:39 00:08 0.00 3015852636 Ashton- Mb
T2.006012 E3555 Broad St 04/16/2010 11:2.7:13 00:02:47 00:06 0.00 2023097040 Washington - DC
T2006002 E3555 Broad St 04/16/2010 11:2.8:48 00:02:12 00:10 0.00 2122757800 Manhattan, NYC
E3555 T2003081 BroadSt 04/16/2010 11:29:39 00:01:21 00:00 0.00 92003 12129022669 Manhattan, NYC
T2006016 E3555 BroadSt 04/16/2010 11:29:52 00:00:08 00:04 0.00 2023097040 Washington - DC
T2006003 E3555 Broad St 04/16/2010 11:40:13 00:02:47 00:04 0.00 2023836000 Washington - DC
E3555 T2003073 Broad St 04/16/2010 11:41:12 00:01:48 00:00 0.00 92003 12129022669 Manhattan, NYC 
T2006013 E3555 Broad St 04/16/2.010 12.:30:43 00:02:17 00:00 0.00 9174704953 New York 
E3555 T2003075 Broad St 04/16/2010 12:31:50 00:01:10 00:00 0.00 92003 12129022669 Manhattan, NYC 
T2006006 E3555 Broad St 04/16/2010 13:03:20 00:04:40 00:01 0.00 2028285180 Washington - DC 
E3555 T2003074 Broad St 04/16/2010 13:04:20 00!03:40 00:00 0.00 92003 12129022669 Manhattan, NYC 
E4974 E3555 Broad St 04/16/2010 13:10:25 00:00:35 00:00 0.00 3555 
T2006022 E3555 Broad St 04/16/201013:25:16 00:02:44 00:13 0.00 9172242825 New York 
T2006002 E3555 BroadSt 04/16/2010 13:40:24 00:01:36 00:07 0.00 2129562221 Manhattan, NYC 
T2006004 E3555 Broad St 04/16/2010 1.3:57:23 00:01:37 00:00 0.00 16462203620 Manhattan, NYC 
E3555 T229034 Broad St 04/16/2010 13:57:39 00:01:21 00:00 0.00 002295583000 
T2006024 E3555 Broad St 04/16/201014:22:10 00:00:50 00:07 0.00 2155973100 Philadelphld ~ M 
E3555 T229008 Broad St 04/16/2010 14:22:32 00:00:28 00:00 0.00 002295583000 
E3750 E3555 Broad St 04/16/2010 14:58:36 00:00:24 00:00 0.00 3555 
T2006007 E3555 Broad St 04/16/2010 15:22:44 00:01:16 00:04 0.00 9176705564 New fork 
T2006001 E3555 Broad St 04/16/201.0 16:13:41 00:02:19 00:05 0.00 2169253113 Cleveland 19H 
E3555 T2003082 Broad St 04/16/2010 16:14:31 00:01:29 00:00 0.00 9200312129022669 Manhattan, NYC 
E3738 E3555 Broad St 04/16/2010 16:26:44 00:00:16 00:00 0.00 3555 

08/06/2010 14:04:32 Pag~ 1 of2 
(Key: * =Unanswered call) 



Sullivan & Cromwell LLP FOIA Confidential Treatment Requested by Sullivan & Cromwell LtP 
Call Detail with Caller ID 
Filter Name QReport_100806140409 
Interval Name QReport_100806140409 
Report Parameter 

St 
E3555 T2003071 Broad St 04/16/201017:15:13 00:02:47 00:00 0.00 92003 12129022669 Manhattan, NYC 
E3534 E3555 Broad St 04/.16/201017:30:50 00:00:10 00:00 0.00 3555 
E4115 E3555 Broad St 04/.16/.2010 17:33:02 00:00:58 00:00 0.00 3555 
T2006013 E355S Broad St 04/16/.2010 17:59:53 00:00:07 00:00 0.00 
E3555 T229034 Broad St 04/16/2010 17:59:53 00:00:07 00:00 0.00 82229 5583000 MM: VM BroOd St. 

Page2of~08/06/2010 14:04:32 
(Key: *=unanswered call) 
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·Re: Comment Page 1 of2 

RE: Comment 4/18/2010 11:04:10 AM 
From: Friestad, S~* 
To: McKown, Joanjb)(? )(C) 

No. That's inconceivable .... 

.;...___ Original Message ~---

From: McKown, Joan 

To: Friestad, Scott 

Sent: Sun Apr 18 09:54:03 2010 

Subject: Fw: Comment 

Did you know Reid hadn't spoken to GS since September? 

Sent from my BlackBerry Wireless Handheld 

-~--- Original Message ......__ 

From: McKown, Joan 

To: Khuzami, Robert 

Sent: Sat Apr 17 22:41:03 2010 

Subject: Re:• Comment 


Rob, we were out and I just got this. I assume you have long since given a response . The portion ofthe manual they are 
referring to is the post wells process. the defense counsel are reading way more into the language than is there. That having 
been said nonnally we do give counsel a heads up that we are filing because. we usually want to settle. I had wondered why 
the GS pr folks weren't in high gear on this ·and I guess this explains it. I would note that if they had wanted the meeting 
their counsel daJ well knew how to ask for it and would have received it We are home now if you need anything more. 

r b )(7)(C ) 

Sent from my BlackBerry Wireless Handheld 

----Original Message·---­
From: Khuzami, Robert 
To: McKown, Joan 
Sent: Sat Apr 17 18:11:17 2010 
Subject: Fw: Comment 

Do you know what the ENF manual says about teJ!ing persons they will be charged and giving them a chance to negotiate? 

RK 

file://c;\docwnents and settingsj._<b_)< ?_)< c_)_ ___J[ocal settings\temp\Xl\c29\emaiLhtml 5/l0/2010 

file://c;\docwnents


i.e: Comment Page2 of2 

•.•.. Original Message---­


From: Nester, John J. 

To: Khuzami, Robert; Reisner, Lorin L. 


Cc: Marlin, Myron L.; Cohen, Stephen L. 

Sent: Sat Apr 1718:04:32 2010 


Subject: Fw: Comment 


How say we? 

---- Originai•Message ~--;;;:·,....--------.., 

From: Scannell, Kara 1(b)(?)(c) 

To: Nester, John J. '-------------' 

Sent: Sat Apr 1717:55:36 2010 
Subject: Comment 

Our reporting tells us the SEC sent Goldman a wells. The firm responded around September. Our understanding is that was 
the last exchange and there was no notice 1;0 Goldman that the staff was moving forward to recommend a lawsuit Former 
SEC folks say its highly unusual that the bank wouldn't be given notice it was being charged with fraud and a last chance to 
attempt to negoitate a settlement. And some point to the enforcement manual that states on pages 30-31.. .. Contemplates at 
least one meeting and also contemplates notice by the • staff if it is not going to engage in settlement negotiations. Our 
deadline is actually tonight even though we don't have a paper until monday. Thanks 

Kara 

<7 _-----'~ocal settings\temp\Xl \c29\email.html 5/10/2010file:/lc:\documents and settingsj._<bl_l<c )
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. "' Re: GS follow up Page 1 of2 

RE: GS follow up 4/17/2010 1:07;53 PM 

From: Reisner, LoH·<~bl""'<7"'l<C"'l ------, 
To: Nester, John J. L-,.=,------J...n!.""i 
Cc: Cohen, Stephen L. (b )(7)(C ) 

The "blindsided" whining is baseless. There were multiple opportunities for Goldman to pursue settlement. After the Wells 
notice (oral and written) was sent, there was a formal written Wells submission by Goldman--no mention ofpursuing 
settlement. Goldman's counsel had numerous discussions with staff and a senior-level meeting in DC with Rob and me. No 
mention of pursuing settlement by Goldman. It was obvious that we were serious and planned to pursue charges. We gave 
them prompt (virtually simultaneous) notice of the filing ofthe complaint. 

I would not get into what in-house counsel might have done or not done in connection with Abacus. Certainly nothing 

public. 


L. 

---- Original Message ----­

From: Nester, John 1 

To: Khuzami, Robert; Reisner, Lorin L. 

Cc: Cohen, Stephen L.; Marlin, Myron L. 

Sent: SatApr 17 12:24:10 2010 

Subject: Fw: GS follow up 


Seems like you've ruffled some feathers atGS.. 

On the first question, we've made no secret that we have made it a priority to investigate and prosecute cases related to the 

financial crisis, and that we created a specialized unit focused on structured products. I don't think we need to go beyond 

yesterday's statements as to the number of such probes or thetimeline of this investigation. 


On the second, I presume the yearlong recusal from DB matters h · , or is the recusal till in effect? As for the rest 
ofthat section ofquestions, I can tell her the same thing that l to! (b)(

7
)(c) n the advice of (b)(7)(c) that recusal issues 

generally arise only with respect to specific parties, products and transactmns, not types o parties, products and 
transactions. A deal done by a particular firm is not related to anyone but the parties involved in the transaction. (And I can 
also note, not for attribution to SEC, that her use of the word "similar" is rather broad. We did not allege impropriety in the 
deal's structure, we alleged a disclosure violation.) 

I can also inform her that as a general matter, in house counsel does not participate in or review transactions. Can I tell her 
that, for example, the GS deal was through outside counsel. Would that info be public? 

7 

Let me know, call ifeasier atl._<b-)( -l<C_)____, 

---- Original Message""~.,--=-=---------'---, 

From: Scannell, Kara 4._~b-l<

7

l<_)__________,
_c
To: Nester, John J. 


Sent: Sat Apr 1711:48:35 2010 

Subject: GS follow up 


Hi, John 


We're doing.a number of stories stemming from the Goldman lawsuit. 


Can you guys provide us with any insight into why this case was chosen, how many similiar investigations are in the 

pipeline, the timeline of the investigation, etc? 


file://c:\documents and settings~L-< )<7 _c__b_l < ) _,Jocal settings\temp\X1\email.html 5/6/2010 

file://c:\documents


• Re: GS follow up Page 2 of2 

Also, is Rob Khuzami recused from the SEC investigation into Deutsche Bank? Some lawyers have suggested it's odd.for 
him to have a conference call condeming the practice since he was general counsel at DB at the time the firm itself 
structured similiar deals with Paulson. Did he know about the DB deals then? 

And, rve also heard that GS received a wells, submitted a response and was rejected. GS submitted a supplemental weUs 
response. The fmn had no further communications with the SEC. GS learned about the lawsuit after it was filed. Any 
discrepencies in that timeline? 

rm on my cen._rb-)(?-)(C_)_____,I•ryou want to discuss anything. 

Thanks, 

Kara 

file://c:\documents and settings1'-:b____)<?)<c) ___,~ocal settings\temp\Xl \email.html 5/6/2010 
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Page 1 of I 

4/17/2010 12:12:44 PM 

We don't solicitsettlements; they had every opportunity to raise settlement from the point of the Wells. notice until 
yesterday. 

From: Nester, john J. 

To: Khuzami, Robert; Reisner, Lorin L 


· cc: Cohen, Stephen L; Marlin, Myron L. 
Sent: Sat Apr li lt':3l:17 2010 
Subject: Fw: An off-the-rE!C()rd qu~ion 

'Is tl'uar~ ,arly .~~a~on t,~ push.back on the notion the firm Y"asn't given an oppty to settle? 
• '<'·C ·····' ··"',·. , ;.;: .• : 'C::. ·; • .. • ·' f· .' • 

.l(b)(7)(C ) 
From: 

~--~~~------------~ 
To: Ne5ter, John J. 

Sent: Sat Apr 17 11:24:39 2010 

SUbjeet:. An ofHhe-record queStion 


John, 

Sony to disturb at the weekend but I wanted tQ ron this. past you. On this Goldman situation, the o!Qer camp says that the . 

commission did not give them a ch~nce to settle and just announced the charges after a nine-month silence (the Wells notice 

was in September, l think). . · · · 

Could we talk on backrzund about this ? . 

1 am onl<b)(?)(c ) Js.o, should Goldman not have disclosed the receipt o(Jhe Wells to iQvestors? 

Is aWells on fraud charges not a price-sensitive piece of information ? 

.f would be rateful for any stee~; or guidance on this, 
(b)(7)(C ) . . 

************************************************'********************************** 
This .email was sent by a company owned by Pearson plc, registered office at 80 
Strand; London WC2R ORL. . 
~egistered in Eng:land and Wales with company num):::>er 53723 
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Page 1 of2 

RE: Hey, 4/1S/20lo s:o3:s4 PM 

From: Nester, John J""(b=)(?=)(c"')-------, l(b)(7)(C) I l(b)(?)(C) I 
~~~b~~~~ami, Robert Reisner, Lorin L. .____________, Cohen, Stephen L.'---------'Marlin, Myron 

Totally setting aside the reality thatthey had every opportunity to present their case, I don't think they will gain 
much public sympathy for their argument that they didn't get a chance to settle on what the public might consider 
lesser charges . 

From: Khuzami, Robert 

To: Nester, John J.; Reisner, Lorin L; Cohen, Stephen L.; Marlin, Myron L. 

~nt: Sun Apr 18 16:54:01 2010 

Subject: Re: Hey, 


(b)( 5) 

RK 


From: Nester, John J. 

To: Khuzami, Robert; Reisner, Lorin L.; Cohen, Stephen L.; Marlin, Myron L. 

~nt: Sun Apr 18 16:28:24 2010 · 

Subject: Fw: Hey, 


Addit.ional information coming public 

~~r(.? )~rster John , 

Sen~t:='Jsi.l n"""=r "':"""' ""'27. 24······ """2oi"""o······ ,........J""'= Ap= ·······"':"r6 :~""' """ :!"': =I8 :"""

Subject: Re: Hey, 

Decline comment 

From: l(b)(7)(C) 

To:Ne~~~e~r,-J~o~h~n~J·.------~ 

Sent: Sun Apr 18 16:23:32 2010 
Subject: Hey, 

I have seen GS' Wells submission and a subsequent document attempting to debunk the SEc case. Would you guys like to 

comment? 

My deadline is around 6pm tonight. 

Thank 


file://c:\documents and settinPs\searcherl14\local settinPs\temn\Xl\c6\email html 
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(b)(7)(C) 


From: "Nester, JohnJ.. "l
 

Sent: 04117/201 o l2:so'=p""'"M:""'"A""'"s"""'"T"""'""""'""""'""""'""""'""""'""""'".,........~ 

To: l(b)(7)(C) I 
Subject: Re: An off-the-record question 

7 
Give me a can on ceiiLrb-)( -)(-C) ______J 

F~~=~l(b )(-_)-7)(C_--------------------~1 
To: Nester, John J. 
Sent: Sat Apr 17 11:24:39 2010 

. Subject: An off-the-record question 

John, 

Sorry to disturb at the weekend but I wanted to run this past you. On this Goldman situation, the other camp says that the 

commission did not give them a chance to settle and just announced the charges after a nine-month silence (the Wells notice 

was in September, I think). · 

Could round about this ? 


. (b)(7)(C) l h ld G ld d" d h . . .I am on so, s ou o man not have tsclose t e receipt of the Wells to mvestors? 

Is a We s on u c arges not aprice-sensitive piece of information ? . 


********************************************************************************** 

This.email was sent by a company owned by Pearson plc, registered office at 80 

Strand, London WC2R ORL. 

Registered. in England and Wales with company number 53723 


I would be · rateful for any steer or guidance on this, 

"/1 1 /'1() 1 () 
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i"ldman Shares Tumble on SEC Fraud Allegations - Bloomberg Page lof3 

~loomberg 

l 1oldman Shares Tumble on SEC Fraud Allegations 
:\ (ia!lu an ...l Christ in~·· Harper H :\pr 16. 2(H 0 

}oldman Sachs Group Inc. was sued by U.S. regulators for fraud tied to collateralized debt obligations that 

:< ltributedto the worst financial.crisis sirice the Great Depression. The firm's shares tumbled 13 percent and financial 

:tocks slumped. 

.1_ idman Sachs created and sold CDOs linked to subprime mortgages in early 2007, as the U.S. housing market 

al~ered, without disclosing that hedge fund Paulson & Co. helped pick the underlying securities and bet against the 

't :;icles, the Securities and Exchange Commission said today. Billionaire John Paulson's firm earned $1 billion on the 

rade and wasn't accused ofwrongdoing. The SEC also sued Fa brice Tourre, a Goldman Sachs vice president who 

1 bed create the CDOs, known as Abacus. 
i 

'"'i.e product was new and complex but the deception and conflicts are old and simple," SEC Enforcement Director 

L bert Khuzami said.· "Goldman wrongly permitted a client that was betting against the mortgage market to heavily 

nfluence which mortgage securities to include in an investment portfolio, while telling other investors that the 

:1r urities were selected by an independent, objective third party." 

] ldman Sachs became emblematic of public outrage at the banking industryafter posting a record $13-4 billion profit 

n ..~009, a year after receiving $10 billion in taxpayer aid during the financial crisis. It repaid the funds in June. The 

:r 'p.pany, led by Chief Executive Officer Lloyd Blankfein, 55, has been criticized by lawmakers and pundits for issues 

·Lm its pay practices to its role in helping Greece maskthe size of its debts. It called the SEC's claims "unfounded." 

< :ancial Stocks Slump 

("~1 charges and the disgorgement are not the issue -- the threat to Goldman is reputational," said Brad Hintz, an 

t~.....tlyst at Sanford C. Bernstein & Co. in New York. The .danger is to "ultimately its market share with its prized 

p!;1titutional and corporate .clients." 

ihares of Goldman Sachs, based in New York, dropped $23.57, or 13 percent, to $160.70 as of 4:02p.m. in New York 

; ck Exchange trading. It marked the biggest one-day decline since Jan. 20, 2009, and pushed the value of Warren 

~uffett's options to buy Goldman Sachs shares down· by $950 million . 

.tdman's 'Integrity' 

ffett, Berkshire. Hathaway Inc.'s chief executive officer, got the warrants on $5 billion ofGoldman Sachs stock as 

•art of an agreement that extended financing to the bank during the depths of the 2008 credit crisis. The deal reflected 

tttp://www. bloomberg.com/news/print/201 0~04-16/goldman-sachs-sued-by-sec-for-fraud -over-mortgage-ba... 9116/20 10 
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3uffett's belief in "not just the strength of Goldman but its integrity," Ronald Olson, a Berkshire director said this week 

r m interview. 

fhe cost to protect against a default on Goldman Sachs's debt jumped 30.5 basis points, or 0.305 percentage point, to 

L! ~.s basis points. 

'.-')e SEC's charges are completely unfounded in law and fact and we will vigorously contest them and defend the firm 

u.J its reputation," Goldman Sachs said in a statement today. 

r '!firm put together the Abacus deal in 2007, a year in which Goldman Sachs earned a then-record $n.6 billion, a 

igure it surpassed in 2009, when it earned $13-4 billion. Goldman Sachs paid Blankfein $68.5 million for 2007 ~-

~ )O,ooo in salary, plus a $67.9 million bonus. 

\~~ording to the SEC's complaint,. Tourre, now 31, sent an e-mail to a friend in January 2007 saying, "The whole 

J lding is about to collapse" in reference to CDOs tied to subprime mortgages. 

I bulous Fab' 

'(' 1ly potential survivor, the fabulous Fab standing in the middle of all these complex, highly leveraged, exotic trades 

1..- created without necessarily understanding all of the implications of those monstrousities!!!" Tourre wrote in thee­

v~ii, according to the SEC. The agency didn't identify the recipient of the note. 

ieached at his London office today, Tourre declined to comment.. ''I need to jump, thank you, goodbye," he told 

3 !Omberg News before hanging up. A call to Pamela Chepiga, a lawyer for Tourre at Allen &Overy LLP, wasn't 

·erhrned. Tourre, a graduate of Ecole Centrale Paris, one of France's top engineering schools, and Stanford University, 

( · :1ed Goldman Sachs in July 2001, according to his Linkedln profile. 

}oldman Sachs and Tourre knew it would be difficult, if not impossible, to sell the CDO if they disclosed to investors 

l t Paulson played a significant role in selecting the collateral and was also betting against it, the SEC said. 

'" rreal' ACA Meeting 

L'he bank also knew that at least one potential investor, Dusseldorf, Germany-based II<B Deutsche IndustriebankAG, 

\ m't likely to invest in a CDO that didn't have a collateral manager to analyze and select the portfolio, according to 

he complaint. 

h January 2007, Goldman Sachs approached ACA Management LLC, a firm that analyzes credit risk, to select the 

V'1:folio for a CDO transaction sponsored by Paulson. In an internal memo on March 12, 2007, Goldman said it would 

1 rerage ACA's credibility and franchise" to help distribute the transaction, the SEC said. 

' llson, Tourre and a representative from ACA met in February 2007 to discuss assets that would be included in the 

esidential-mortgage backed security, the SEC said. While Paulson and Tourre knew Paulson intended to short the 

hp:l/www.bloomberg.com/news/print/20 1 0-04-16/goldman-sachs-sued-by-sec-for- fraud-over-mortgage-ba. .. 9/16/2010 
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;ecurity, ACA wasn't in the loop. 

' tm at this ACA meeting," Tourre \\'Tote in an e-mail to an unidentified Goldman Sachs employee during the 

neeting. "This is surreal." 

J.oldman's 'Extensive Disclosure' 

~ ldman Sachs also said that it lost more than $90 million because it had an investment in the deal, overwhelming the 

$tS million it made in fees. The firm said it provided "extensive disclosure" to IKB and ACA about the risk of the 

ll derlying mortgage securities. Goldman Sachs never told ACA that Paulson was going to be a "long" investor in 

t\bacus, and ACA selected the underlying securities, the firm said. 

f>aUlson & Co., which oversees $32 billion, said in a statement that the fund didn't make any misrepresentations 

~~-mected to the Abacus deal. 

'While Paulson purchased credit protection from Goldman Sachs on securities issued under the Abacus ABS CDO 

~ pgram we were notinvolved in the marketing of any Abacus products to any third parties,'' the New York-based firm 

;aid. "ACA as collateral manager had sole authority over the selection of all collateral in the CDO." 

P.... ulson could be the target of investor lawsuits now that the SEC is investigating how Abacus was put together, said 

fhpmas Adams, who worked in the CDO groups for two bond insurers and is now a partner at New York-based Paykin 

~ \eg&:Adams LLP. 

'' 1ere haven't been many investor lawsuits on these kinds of deals,'' Adams said. ''This opens the door to civil claims 

tcross a number of transactions." 

3 pk ofAmerica Corp. and JPMorgan Chase&: Co. lost at least 4 percent today as all 27 companies in the S&P 500 

Jiyersified Financial Index declined. In Europe, Deutsche Bank AG dropped 8 percent. 

C'he case is Securities and Exchange Commission v. Goldman Sachs, 10-cv-03229, U.S. District Court, Southern 

: · ;trict of New York (Manhattan). 

l'o contact the reporters on this story: Joshua Gallu in Washington at jgallu@bloomberg.net 

®2010 BLOOMBERG LP. ALL RIGHTS RESERVED. 
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Goldman bonds, stock options show fraud fears - MarketWatch 

Goldman Sachs bonds .suffer again on fraud fears 
Stock options show less volatility expected after big jump on Friday 

By D~bcm•h Levin~, •Marl(etWatch 

NEW YORK (MarketWatch) ·· Goldman Sachs Group Inc.'s bonds fell on Monday, weighing on broader credit markets, as 

investors braced for a widening investigation ove.r whether the firm, and maybe other banks, defrauded investors 

buying mortgage-related debt before the credit crisis. 

The Securities and Exchange Commission on •Friday charged the investment firm with committing fraud in 

TOD;W'S TOP MARKET STORIES what it disclosed about certain mortgage-backed securities. The Wall Street Journal reported Monday that the 

SEC is investigating whether other deals may have crossed the line into misleading investors, increasing the 

S&P 500 (1 YEAR) cost for irwestors in Goldman and other companies' debt to insure their debt against the risk ofdefault 

1,300 	 The spread between yields on Goldman Sach's (NYSE:GS) 5.375% bonds maturing in 2020 and comparable 

Treasury debt widened by 23 basis points to 182 basis points. according to Andrew Brenner, head of 
• Market Snapshot: U.S. stocks in focus emerging markets at Guggenheim Securities. Abasis point is 0.01%. 

· Today•s bigg~st advancing, declining stocks 1,200 
Alargergap indicates investors are less comfortable holding the debt. Goldman Sachs' bonds make up three 

• Sign up for free, breaking-news email alerts of the top 10 most actively-traded corporate bonds today, according to FINRA's trade-reporting system. Read 

• 	 story on SEC's suit against Goldman. 
1,100 

. Earnings Watch fEarnings, updates, warnings 

ReportsthatU.S. regulators are also looking into other mortgage-debt related deals at other firms also pushed 

up broader indications of credit risks. 
THE MARKET BY SECTOR !Industries 

1,000 

• Tech ~ocks1~ner~ Stock~l Retail ~tocks A "Having the SEC looking into other similar situations creates an anxiety about the whole large-bank sector." 

said Josh Stiles, bond market economist at IOEAGiobal. Read how Goldman may face UX. German scrutiny. 
• financials 1Airlin~ Stocks 1Pharma and Biotech 

Yield spreads between Treasurys and a broad inde:< ofcorporate bonds had failen to 1.52 percentage points 
EJ<.PANOEO MARKETS NEWS on Thursday, smaller than had been seen in atleast two years. Read about Treasury bonds. 

• Bonds 1Oil news 1Gold news "Spreads were tightening going into this story so there was some vulnerability there," Stiles said. 

• Currencies 1Mark~t Data 1Economic Calendar 

• See all the latest markets video ._,. 

httf):/lwww.marketwatch.com/story/story/print?guid=227368AE·3620-4A23-6196-EA6E91442519 [9/17/2010 9:18:33 AM] 
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Goldman bonds, stock options show fraud f rketwatch 

Credil·default swaps on GOldman Sachs' debt were trading around 136 basis points, up from 125 basis points on Friday. 

Ahigher CDS price indicates a higher cost to insure against debt losses and indicates more concerns aboutcreditworthiness. 

Credit·delault swaps on the Marldt CDXNorth America Investment Grade Index, used as an indication of corporate credit risk, rose to 89.75 basis points in recent trade, 

Friday, according to Markit 

Options volatility 

Options trading for Goldman Sachs remained very active on Monday and volatility was higher than before the charges were announced, butlower that Friday levels, according to 


Interactive Brokers. 


Implied volatility is a statistical measure that tends to rise along with uncertainty about the direction of the share price. 


Implied volatility on Goldman's shares jumped above 54% on Friday- near the highest its been since July-· after the SEC's announcement, from about 27% before. 


'Immediately there was asense of having no idea where the stock may go," said Andrew Wilkinson, senior marketanalystat Interactive Brokers. "Traders are uncertain how far the 


SEC's intrusion may be. and don't know how far reaching sround the World itcafl be or what it may end up costing Goldman Sachs either as a fine or in relationships and its 


reputation.' 


The.volatmty slipped slightly on Monday, to around 41%, according to the firm. Before !he SEC's charge, implied volatility was near the lowest in a year as markets seemed to be 


improving and traders were comior!ab!e with the outlook far Goldman's share prices. 


On Mond<Jy, Goldman's shares recently erased the day's loss to turn fractionally positive after fal ling 13% on Friday. 


http://www.marketwatc;:h.com/story/story/ptint?guid=22736BAE-3620-4A23-B196-EA6E91442519 [9/17/'2010 9:17:45 AM] 
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:;~-bes.com- Magazine Article Page 1 ofl 

\Why Data Matters 


\ ~rkets Brief 

M.arket Crumbles After Goldman Fraud Charges 
.~ iam Marcus, 04.16.10, 12·00 PM ET 

fhe major indexes fell sharply Friday morning aftedhe Securities and Exchange Commission slapped Goldman Sachs with civil fraud 
~,_ )rges. The Dow Jones industrial average dropped more than 100 points and the Chicago Board Options Exchange Volatility Index, 
:: hmonly caned the VIX, spiked 18.6%. 

Shli!res of Goldman Sachs dropped 12.6% late Friday morning after the SEC charged the investment bank and one ofits executives with 
: ,I fraud after the bank sold collateralized debt obligations to investors without disclosing that a major hedge fund run by billionaire John 
: ~lson was involved in creating the securities and then bet against them. (See "Goldman Smacked" and "Goldman Sachs Slapped With 
::raud Charge.") 

J t equities were already struggling at the open to extend recent gains even after General Electric and Bank of America posted 
;rr6nger-than-.expected .earnings reports. Upbeat news that housing construction and applications for housing permits rose last month 
.vas also drowned out by the Goldman charges. The Commerce Department said home construction rose 1.6% in March to a seasonally­
3 listed rate of 626,000. The SPDR S&P Homebuilders exchange-traded fund was 1.9% lower in late-morning trading. 

fhe Reuters/University of Michigan consumer sentiment index for early April dipped unexpectedly to a reading of 69.5., its lowest level in 
5 "'lOnths, likely reflecting Americans' attitudes that the economy is not improving quickly·enough based .on stubbornly .high 
J ~mployment and still-rising home foreclosures. 

Ju~t before midday the major indexes fell sharply amid surging volume and soaring volatility. (See "Where Has.AII The Volatility Gone?") 
r ~·Dow Jones industrial average dropp.ed 117 points to 11,027, the S&P 5.00 fell 19 points to.1 ,192 and the Nasdaq gave up 35. points 
( !,481. 

3 1tware maker Oracle, run by billionaire Larry Ellison, said it will acquire small cap Phase Forward, maker of clinical drug trial software, 
'c $685 million in cash. Oracle shares fell .5% while Phase Forward jumped 28.4%. 

nr(ustrial conglomerate General Electric beat The Street by a nickel with adjusted quarterly earnings of 21 cents per share. Losses in its 
E ding arm, GE .Capital, were mitigated somewhat in the recent quarter. Still, top- and bottom-line figures came in below year-earlier 
'E.. :.~Its, sending shares down 3.4% in early trading. (See ''GE Beats The Street.") 

~ Jk of America crushed expectations with earnings of 28 cents per share helped by strong.er trading revenues . Consumer loan losses 
r •. weighed on results but showed some improvement in the quarter. (See "No Profit Pop For BofA.") When JPMorgan Chase (nyse: 
lPM - news -people) reported Wednesday, it too said delinquencies are beginning to ease. {See "JPMorgan Lifts The Tide For 
:inancials.") Bank ofAmerica shares fell 4.8%. 

tttp://www.forbes...com/20 10/04/16/briefing-americas-midday -markets-economy -paulson-goldman-sachs-fra... 9/1 7/20 1 0 
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Page 1 of2 

4/16/ 2010 3:55:07 PM 

FW: Press Release re Goldman action this morning 

FW: Press Release re Goldman action this morning 
From: Marlin, Myron~L·"""'-----------,

To: Nester, John J.y)(?)(C) 


Just fyi. 

-----Original Message---­

From: Cohen, Stephen L.. 

Sent: Friday, April16, 2010 2:53PM 


N. ·o···d l(b)(?)(C) IM 1· MT• o.: • • tsanct, 1 em A.;; •• ar m, • yron L. 

Subject; FW: Press Release re Goldman action this morning 


Let's discuss. 


-----Original Message----­

From: Reisner, Lorin L. 

Sent: Friday, April 16,2010 2:49PM 

To: Khuzami, Robert 


Cc: Cohen, Stephen L. 


Subject: ~W: Press Release re Goldman action this morning 


Attached FYI. 


;;~~1£lJ?<~J Messaae-----~ 

Sent: Friday,April16, 201.02.:37 PM 
To: Reisner, Lorin L. 
Cc: Sporkin, Thomas 

Subject: FW: Press Release re Goldman action .this morning 

Lorin, 

~~~ ~Ijust got.offthe phone wi e was seeking someone to 
discuss the SEC policies ofpress releases and theiriipact of these oii U.S. Marketplaces. I provided hint with your contact 
information. .Please let me know if there is anything I can do to assist with this. 

l(b)(7)(C) 

Securities & Exchange Commission 


Division ofEnforcement 

Office ofMarket Surveillance 


100 F St. NE 

Washington DC 20549 


I'"'"''" 
-----Original Message----­
Froml(b)(?)(C) 

Sent: Friday, Aprill6, 2010 1:51PM 
To~(b)(7 )(C ) I 
Subject: Press Release re Goldman action this morning 
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r b )(7)(C ) 

I tried your phone but got vm. Can you let me know what would be a good 
, , • • , (b)( 7 )(C ) 

t:une to glVe you a call? I know you spoke earher to but I 
just wanted to follow .up toget your thoughts on wll.et er it might e useful 
for the Exchange to have any follow up conversations with either 
Enforcement or the Office ofPublic Affairs at the SEC about how we can 
minimize the impact of announcements on market volatility. 

Thanks. 

(b )(7)(C ) 

Please consider the environment before printing this email. 

Visit our website at http:!/www.nyse.com 

**************************************************** 

Note: The information contained in this message and any attachment to it is privileged, confidential and protected from 
disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for delivering this 
message to the intended recipient, you are hereby notified that any dissemination, distribution or copying ofthis 
communication is strictly prohibited. If you have· received this communication in error, please notify the sender 
immediately by replying to the message, and please delete it from your system. Thank you. NYSE Euronext. 
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4/16/2010 4:57:12 PM 

Lorin, 

I took a call this .afternoon fro ead otl (b)(?)(C) IHe had tried to get through to you and was 
very understanding about the f'.ont..................Tl>'<rnr li~e was busy and your voicemail was probably overrflowing . . 

However, he wants to talk with you and whoever ~lse might be appropriateabout the fact that the Goldman case 
has demonstrated.that our enfor~ment a~tions can sometimes be IJ1arl<et-moving. He and his staff were taken 
by surprise when they heard on the 1Vthatthere was aconference call going on about a major adion.against 
Goldman. I guess Goldman stock took a hit. . 

. • . . 

Hewould like.to discusswaystheSEC can work with NYSEto ensure thatmarket~moving news involving SEC 
enforcement actions might be t"\andled more along the lines that the NYSE handles ttils sort ofthing in other . 
contexts;.· · 

Call me with any questions. 

Thanks. 

l._- ____(b)(7)(C) 

1 

file ://c:\documents and settings\searcherl 15\local settinPs\temn\Xl\c.l4\P.m.:::~il html '\/1?/?010 



147 


~I 



Page 1 ot us 

Section 2 Disclosure and Reporting 
Material Information 

201.00 Introduction 

201.00·Introduction 

A company which lists on the Exchange is expected to be guided by Exchange 
practices and procedures regarding disclosing and reporting material• information as 
detailedin the Listing Agreement and in this Manual. 

The Listing Agreement enumerates the general princ.iples under which listed 
companies operate. The. Exchange urges every listed company to be guided by the 
current form of agreement in the·matters on which it bears even though the specific 
agreement last executed by it may have been less than comprehensive. 

This Manual describes the policies, requirements, practices and procedures of the 
Exchange .in greater detail. 

The Exchange's current form of listing agreement generally seeks to achieve the 
following objectives: 

• Ensure timely disclosure of information that may affect securitY values or 
influence investment decisions, and in which shareholders, the public and the 
Exchange have a warrantable • interest. 

• Ensure frequent, regular and timely publication of financial reports prepared in 
accordance with generally accepted accounting principles. 

• Provide the Exchange with timely information to enable it to efficiently perform its 
function of maintaining an· orderly market for the company's securities, to 
enable it to maintain necessary records and to allow itthe opportunitY to make 
comment as to certain matters before they become established facts. 

• Preclude certain business practices not generally considered sound. 

Neither the Listing Agreement nor this Manual can hope to cover every possible 
situation or transaction. The Exchange recommends that company officials make it 
a practice to discuss proposed transactions of their company with their Exchange 
representative on a confidential basis. These prior discussions have often proved 
helpful and avoided misunderstandings as to interpretations of policy. 

The discussion which follows will assist a listed company in making adequate and 
timely disclosure to its shareholders, the financial communitY, and the investing 
public and thus provide the basis for a market for its securities which will be fair to 
all participants. 

~ 202.00 Material lnfo.rmation 
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202.01 Internal Handling of Confidential Corporate Matters 

Unusual market activity or a substantial price change has on occasion occurred in a 
company's securities shortly before the announcement of an important corporate 
action or development Such inc.idents are extremely embarrassing and damaging to 
both the company and the Exchange since the public may quickly conclude that 
someone acted on the basis of inside information. 

Negotiations leading to mergers and acquisitions, stock splits, the making of 
arrangements preparatory to an exchange or tender offer, changes in dividend rates 
or earnings, calls for redemption, and new contracts, products, or discoveries are 
the type of developments where the risk of untimely and inadvertent disclosure of 
corporate plans are most likely to occur. Frequently, these matters require extensive 
discussion and study by corporate officials before final decisions can be made. 
Accordingly, extreme care must be used in order to keep the information on a 
confidential basis. 

Where it is possible to confine formal or informal discussions to a small group of the 
top management of the company or companies involved, and their individual 
confidential advisors where adequate security can be maintained, premature public 
announcement may properly be avoided. In this regard, the market action of a 
company's securities should be closely watched at a time when consideration is 
being given to important corporate matters. If unusual market activity should arise; 
the company should be prepared to rnake an immediate public aMouncement otthe 
matter. 

At some point it usually becomes necessary to involve other persons to conduct 
preliminary studies or assist in other preparations for contemplated transactions, 
e.g., business appraisals, tentative financing arrangements, attitude of large outSide 
holders, availability of major blocks of stock, engineering studies and market 
analyses and surveys. Experience has shown that maintaining security at this point 
is virtually impossible. Accordingly, fairness requires that the company make an 
immediate public announcement as soon as disclosures relating to such important 
matters are made to outsiders. 

The extent of the disclosures will depend upon the stage of discussions, studies, or 
negotiations. So tar as possible, public statements should be definite as to price, 
ratio, timing and/or any other pertinent information necessary to permit a reasonable 
evaluation ofthe matter. As a minimum, they should include those disclosures made 
to outsiders. Where an initial announcement cannot be specific or complete, it will 
need to be supplemented from time to time as more definitive or different terms are 
discussed or determined. 

Corporate employees, as well as directors and officers, should be regularly 
reminded as a matter of policy that they must not disclose confidential information 
they may receive in the course of their duties and must not attempt to take 
advantage of such information themselves. 

In view of the importance of this matter and the potential difficulties involved, the 
Exchange·suggests that a periodic review be made by each company of the manner 
in which confidential information is being handled within its own organization. A 
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reminder notice of the company's policy to those in sensitive areas might also be 

helpful. 

A sound corporate disclosure policy is essential to the maintenance of a fair.and 

orderly securities market. It should minimize the occasions where the Exchange 

finds it necessary to temporarily halt trading in a security due to information leaks or 

rumors in connection with significant corporate transactions. 

While the procedures are directed primarily at situations involving two or more 

companies, they are equally applicable to major corporate developments involving a 

single company. 

202.02 Relationship between Company Officials and 
Others 

(A) Security Analysts, Institutional Investors, Etc. 

Security analysts play an increasingly important role in the evaluation and 

interpretation of the financiEil affairs of listed companies. Annual reports, quarterly 

reports, and interim releases cannot by their nature provide all of the financial and 

statistical data that should be·available to the investing public. The Exchange 

recommends that companies observe an "open door" policy in their relations with 

security analysts, financial writers, shareholders, and others who have legitimate 
investment interest in the company's affairs. 

A company should not give information to one inquirer which it would notgive to 

another, nor should it reveal information it would notwillingly give or has not given to 
the press for publication. Thus, for companies to give advance earnings, dividend, 

stock split,•merger, or tender information to analysts, whether representing an 

institution, brokerage house, investment advisor, large shareholder, or anyone else, 

would clearly violate Exchange policy. On the other hand, it should not withhold 

information in which analysts or other members of the investment public have a 

warrantable interest. 

If during the .course of a discussion with analysts substantive material not previously 

publishedisdisclosed, that material should be simultaneously released to the 

public. The various security analysts societies usually have a regular procedure to 

befollowed where formal presentations are made. The company should follow these 

same precautions when dealing with groups of industry analysts in small or closed 

meetings. 

(B) Member Firm Personnel Serving as Directors or Advisors to the Company 

Every director has a fiduciary obligation not to reveal any privileged information to 

anyone not authorized to receive it. Not until·there is full public disclosure of such 

data, particularly when the • information might have a bearing on the market price of 

the securities, is a director released from the necessity of keeping information of this 

character to himself. 

Any director of a company who is a partner, officer, or employee of a member 
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organization should recognize that his first responsibility in this area is to the 

company on whose board he serves. Thus, a member firm director must 

meticulously avoid any disclosure of inside information to hi.s partners, employees of 

the firm, his customers or his research or trading departments. 

Where a representative of a member organization is not a director but acts in an 

advisory capacity to a company, the rules regarding confidential matters should be 

substantially the same as those that apply to a director .. Should any matter require 

consultation with other personnel ofthe organization, adequate measures should be 
taken to guard the confidential nature of the information to prevent its misuse within 

or outside the member organization. 

202.03 Dealing with Rumors or Unusual Market Activity 

The market activity of a company's securities should be closely watched at a time 

when consideration is being given to significant corporate matters. If rumors .or 
unusual market activity indicate that information on impending developments has 

leaked out, a frank and explicit announcement is clearly required. If rumors are in 

fact false or inaccurate, they should be promptly denied or clarified. A statementto 

the effect that the company knows of no corporate developments to account for the 

unusual market activity can have a salutary effect. It is obvious that if such a public 

statement is contemplated, management should be checked prior to any public 
comment so as to avoid any embarrassment or potential criticism. If rumors are 

correct .or there are developments, an immediate candid .statement to the public as 
to the state of • negotiations or of development of corporate plans in the rumored area 

must be made directly and openly. Such statements are essential despite the 

business inconvenience which may be caused and even though the matter may not 
as yet have been presented to the company's Board of Directors for consideration. 

The Exchange recommends that its listed companies contact their Exchange 

representative if they become aware of rumors circulating about their company. 

Exchange Rule 435 provides that no member, member organization or allied 

member shall circulate in any manner rumors of a sensational character which might 

reasonably be expected to affect market conditions on the Exchange. Information 

provided concerning rumors will be promptly investigated. 

202.04 Exchange Market Surveillance 

The Exchange maintains a continuous market surveillance program through its 

Market Surveillance and Evaluation Division. An "on·line" computer system has 
been developed which monitors the price movement of every listed stock-on a 

trade-to-trade basis-throughout the trading session. The program is designed to 

closely review the markets in those securities in which unusual price and volume 

changes occur or where there is a large unexplained influx of buy or sell orders. If 

the price movementof a stock exceeds a predetermined guideline, it is immediately 

"flagged" and review of the situation is immediately undertaken to seek the causes 

of the exceptional activity. Under these Circumstances, the company may be called 

by its Exchange representative to inquire about any company developments which 

have not been publicly announced but which could be responsible for unusual 

market activity. Where the market appears to refl.ect undisclosed information, the 

company will normally be requested to make the information public immediately. 
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Occasionally it may be necessary to carry out a review of the trading after the fact, 
and the Exchange may request such information from the company as may be 
necessary to complete the inquiry. 

The Listing Agreement provides that a company must furnish the Exchange with 
such information concerning the company as the Exchange may reasonably require. 

Special Initial Margin and Capital Requirements-

Occasionally, a listed issue may be placed under special initial margin and capital 
requirements. Such a restriction in no way reflects upon the quality of corporate 
management, but, rather indicates a determination by the Floor Officials of the 
Exchange that the market in the issue has assumed a speculative tenor and has 
become volatile due to the influence of credit, which, if ignored, may lead to unfair 
and disorderly trading. 

The determination to impose restrictions is based on a careful inspection of the 
trading for the latest one week period, defined as the previous Friday through 
subsequent Thursday, matched against various criteria. Other factors, such as the 
capitalization turnover, the ratio of last year's average weekly volume to the volume 
for the period considered, aroitrage, stop order bans, short position, earnings and 
recent corporate news are also reviewed. 

The restriction itself is aimed primarily at eliminating the extension of credit to those 
who buy a security and sell it the same day seeking a short term profit. Such 
customers must have the full purchase value in the account prior to the entry of an 
order. Concomitantly, a broader requirement is usually imposed on all other margin 
customers in that they must put up the full purchase price within five business days, 
rather than only the percentage required by the Federal Reserve Board. Cash 
customers, of course, must in all instances put up 100% of the cost in seven days. 

202.05 Timely Disclosure of Material News Developments 

A listed company is expected to release quickly to the public any news or 
information which might reasonably be expected to materially affect the market for 
its securities. This is one of the most important and fundamental purposes of the 
listing agreement which the company enters into with the Exchange. 

A listed company should also act promptly to dispel unfounded rumors which result 
in unusual market activity or price variations. 

The issuer of income deposit securities traded as a unit shall publicize any change 
in the terms of the unit, such as changes to the terms and conditions of any of the 
components (including changes with respect to any original issue discount or other 
significant tax attributes of any component), or to the ratio of the components witbin 
the unit Such publication shall be made as soon as practicable in relation to the 
effective date of the change, and should otherwise be· made in accordance with the 
procedures specified in Section 202.06 below. In addition, the issuer must provide 
information regarding the terms and conditions of the components of the unit 
(including information with respect to any original issue discount or other significant 
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tax attributes of any component), and the ratio of the components comprising the 
unit on its website. 

202.06 Procedure for Public Release of lnformati.on 

(A) Immediate Release Policy 

Information required to be released quickly to. the public under Section 202.05 
above should be disclosed by means of any Regulation FD compliant method (or 
combination of methods). While foreign private issuers are not required to comply 
with Regulation FD, foreign private issuers must comply with the timely alert policy 
set forth in Section 202.05 and may do so by any method (or combination of 
methods) that would constitute compliance with Regulation FD for a domestic U.S. 
issuer. While not requiring them to do so, the Exchange encourages listed 
companies to comply With the immediate release policy by issuing press releases. 

The spirirof the immediate release policy is not considered to be violated on 
weekends where a "Hold for Sunday or Monday A.M.'s" is used to obtain a broad 
public release of the news. This procedure facilitates the combination of a press 
release with a mailing to shareholders. 

Annual and quart,erfy earnings, dividend announcements, mergers, acquisitions, 
tender offers, stock splits, major management changes, and any substantive items 
of unusual or non-recurrent nature are examples of news items that should be 
handled on an immediate release basis. News of major new products, contract 
awards, expansion plans, and discoveries very often fall into the same category. 
Unfavorable news should be reported as promptly and candidly as favorable news. 
Reluctance or unwillingness to release a negative story or an attempt to disguise 
unfavorable news endangers management's reputation for integrity. Changes in 
accounting methods to mask such occurrences can have a similar impact. 

It should be a company's primary concern to assure that news will be handled in 
proper perspective. This necessitates appropriate restraint, good judgment, and 
careful adherence to the facts. Any projections of financial data, for instance, should 
be soundly based, appropriately qualified, conservative and factual.. Excessive or 
misleading conservatism should be avoided. Likewise, the repetitive release of 
essentially the same information is not appropriate. 

Few things are more damaging to a company's shareholder relations or to the 
general public's regard for a company's securities than information improperly 
withheld. Onthe other hand, a volume of press releases is not to be used since 
important items can become confused with trivia. 

Premature announcements of new products whose commercial application cannot 
yet be realistically evaluated should be avoided, as should overly optimistic 
forecasts, exaggerated claims and unwarranted promises. Should subsequent 
developments indicate that performance will not match earlier projections, this too 
should be reported and explained. 

Judgment must be exercised as to the timing of a public release on those corporate 
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the ability, upon request, to receive a hard copy of the company's complete audited 
financial statements free of charge and simultaneously issue a press release stating 
that its annual report has been filed with the SEC. This press release must also 
specify the company's website address and indicate that shareholders have the 
ability to receive a hard copy of the company's complete.aodited financial 
statements free of charge•upon request. The company must provide such hard 
copies within a reasonable period of time following the request Moreover, the press 
release must be published pursuant to the Exchange's press release policy in 
Section 202.06(C) above. For purposes of this rule, a company may not utilize any 
method permitted under the immediate release policy other than a press release. 

A listed company that: 

• is subject to the U.S. proxy rules, or 

• is an issuer not subject to the U.S. proxy rules that provides its audited financial 
statements {as included on Forms 1O·K, 20·F and 40~F) to beneficial 
shareholders.in a manner that is consistent with the physical or electronic 
delivery requirements applicable to annual reports set forth in Rules 14a·3 and 
14a-16 of the U.S. proxy rules, 

is not required to issue the press release or post the undertaking required above. 

A company that fails to file its annual report on Forms 1O·K, 20·F, 40·F or N·CSR 
with the SEC in a timely manner is subject to the procedures in Section 802.01 E. 

Amended: October 1, 2009 (NYSE-2009·94). 

203.02 Interim Earnings Release Requirement 

Any company with voting or non-voting common securities listed on the Exchange 
that is required to file interim financial statements with the SEC is required to 
disseminate in a manner consistent with the Exchange's immediate release policy 
an interim earnings release as soon as its interim financial statements are available. 
See Section 202.06 above for the Exchange's immediate release policy. 

While the Exchange does not.require that the interim reports be sent to 
shareholders, as a matter of fairness, listed companies that distribute interim reports 
to shareholders should distribute such reports to both registered and beneficial 
shareholders. 

Amended: October 1, 2009 (NYSE·2009·94). 

204.00 Notice to and Filings with the Exchange 

204.00 Notice to and Filings with the Exchange 

(A) Prompt Written Notice to the Exchange 

Prompt written notice trom the listed company to the Exchange is required in 
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connection with certain actions or events as specified in Sections 204.Q1 through 
204.25, in addition to notice required to be given through the Exchange's telephone 
alert procedures. {See Section 202.06(6).) 

(B) Filings with the Exchange 

The Exchange requires that listed companies file hard copies of certain SEC reports 
and other materials (such as proxies) with the Exchange. Since all listed companies 
are required to file their periodic and current reports, as well as other materials, 
through the SEC's Electronic Data Gathering Analysis and Retrieval (EDGAR) 
system, the Exchange will not also require a listed company to file hard copies of 
most SEC filings with the Exchange. Specifically, the Exchange only requires 
companies to file: 

• one. hard copy of materials necessary to support a listing application as required by 
Sections 702.04, 703.00 and 903.00, 

• six hard copies of proxy materials not later than the date on which the material is 
physically or electronically delivered to shareholders {see Section 402.00), 

• one hard copy of any filing made on Form 6-K that is not required to be filed 
through EDGAR not later than the date on which the Form 6-K is filed with the SEC, 
and 

" one hard copy of notice to shareholders with respect to any proposed amendments 
to the. company's charter, as well as a certified copy of the amended charter along 
with a letter of transmittal indicating the sections amended since the previous filing 

of amendments or amended documents, promptly following the date that the notice 
is given or the charter is amended. Similar procedure shall be followed with respect 
to resolutions of the Board of Directors, or any certificate or other document, having 
the effect of an amendment to the charter or by·laws. 

204.01 Publicity 

Immediate publicity must be given to the calling of a shareholders' meeting where 
any matter affecting the rights or privileges of shareholders or any other matter not 
of routine nature is to be considered. This publicity should adequately describe the 
matter to be considered. 

204.02 Agencies, Changes in 

Five business days' advance notice is required to be given to the Exchange with 
respect to the proposed appointment of a new transfer agent, registrar, trustee or 
fiscal agent for listed securities whether such appointment is to be made in addition 
to, or in replacement of, an existing facility. These agents must be• qualified based 
on specific Exchange standards. Contact your Exchange representative for advice 
on this matter and see Section 6 hereof. 

204.03 Auditors Changed 
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Prompt notice is required to be given to the Exchange in the event of a change of 

the accounting firm which regularly conducts the audit. 

204.04 Business Purpose Changed 

Prompt notice is required to be given to the Exchange of any material change in the 

general character or nature of the company's business. This may also require the 

filing .of a listing application. (See Para. 903.00.) 

204.05 Capital Surp.lus Charges 

Prior notice is required to be given to the Exchange with respect to any substantial 

charge which the company, or any subsidiary directly .or indirectly controlled, 

proposes to make against capital surplus. 

204.06 Closing of Transfer Books 

Prompt notice is required to be given to the Exchange of the fixing of a date for 

closing .of the transfer books or taf<ing of a record of shareholders (in respect to a 

listed security) for any purpose. This notice should be received by the Exchange not 

later than the tenth day prior to the closing or record date .• unless arrangements 

have been made in advance for a shorter period of advance notice. 

204.07 Collateral Removed or Changed 

Prompt notice is required to be given to the Exchange of removal of, or changein, 

collateral deposited under any mortgage • or trust indenture pursuant to which 

securities authorized to be listed have been, or are to be, issued. 

204.08 ConversiQn Rate, Changes 

Prompt publicity is required to.be given to any change in a conversion rate or ratio of 

a convertible security, or to termination of a conversion privilege, when conversions 

have been occurring or appear imminent on the basis of relative prices. ·Such 

publicity should be timely in relation to the event which gives rise to the change or 

termination-as, for example, shortly before a scheduled date for a change provided 

for in the provisions of a security, upon declaration of a stock dividend which will 

activate anti-dilution provisions or upon publicity on redemption of a convertible 

security-and should include notice by mail to.all holders of record of the security. 

Prompt notice of all changes in conversion privileges is required to be given 

separately to the Exchange and to securities statistical services. 

204.09 Decrease in Floating Supply of Stock 

-rn the event of any diminution in the supply of listed stock available for the market 

·occasioned by the deposit of stock under a voting trust agreement, or other deposit 

agreements, prompt notice is required to be given to the Exchange when such 

deposits, actual or proposed, come to the official attention of the directors or officers 
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·• If there .is a condition which must be satisfied, or governmental approval which 
must be secured, to enable the stock distribution to be made, give details. (See 
Para. 703.02 (B) "Conditionally Authorized Distributions".) 

• Date for mailing of certificates if the stock distribution is to be effected by mailing 
certificates for additional shares. (It is essential that distribution be made as 
promptly as possible in order to reduce to the minimum the period during which due­
bills are used. (See Para. 703.02 (B), "Trading with Due-Bills"), for details.) 

• Method of settling fractional share interests, ifany. If to.be settled in cash, indicate 
the basis for determining cash value offractional. share interests. If to be settled by 
purchase .or sale of fractional. share interests, indicate mail and expiration dates of 
order forms. The name of the disbursing agent handling the .settlement offractions 
should be given. (See Para. 703.02 (B), "Fractional Share Interests: Methods of 
Settlement", for details.) 

• Brokers' cut off date-Period to be allowed after record or effective date on which 
brokers and other nominees may advise the company or its disbursing agent as to 
their full and fractional share requirements. A broker or nominee cannot determine, 
until after the record date, just what his full share and fractional share requirements 
will be. Because of this problem, it is desirable to allow a period of one week after 
the record date during which brokers and nominees may advise the disbursing 
agent of their requirements. A minimum of three business days could be 
prearranged with the Exchange if a tighter schedule is necessary. As an alternative 
procedure applicable when the time between record date and payment date is too 
short to allow a one week period for advice of share requirements, it is the regular 
practice for the company to • instruct the paying·agent to issue fractional share 
payments to brokers and other nominees as required by them against full share 
certificates surrendered by them for a period of not less than a week after the 
payment date. 

The company's notice to the Exchange should indicate which of the above methods 
will be followed in respect of brokers' and nominees' requirements and the date by 
which they must notify the disbursing agent of their full and fractional share 
requirements. The Exchange will publici;ze this information in its Weekly Bulletin or 
in special circulars so that those concerned will be informed as to the procedure to 
t?e followed. (See Para. 703.02 (B), "Full Share and Fractional Needs of Nominees", 
for details.) 

Should any of the above information not be available at the time notice of the calling 
of the Board of Directors' meeting is given for the purpose of dividend.action, the 
information shall be supplied to the Exchange as soon as it becomes available. 

• Proposed effective date of charter amendment (if applicable). 

• Date of Board action calling meeting of shareholders to approve charter, 
amendment or increase in authori:zed shares (if applicable). Such notice should also 
disclose: the date of the shareholders' meeting; the record date for determining 
holders entitled to vote at the meeting and matters to be acted upon at the meeting. 

Declaration .of a dividend necessitates that the Exchange give advanc:;e notice to its 

http.://nysemanual.nyse.com/LCMTools!TOCChapter.asp?print=l&manual=llcm/sections/1 ... 6/16/2010 
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(b)(7)(C ) 

From: Reisner, Lorin L. 
Sent: Monday, April19, 2010 1:23 PM 
To: Reisner, Lorin L.; Khuzami, Robert 
Subject: RE: Goldman-Confidential 

Also a b/d bar of Tourre. 

L. 

-----Original Message~---­
From: Reisner, Lorin L. 
Sent: Monday, April 19, 2010 1:20 PM 
To: Khuzami, Robert 
Subject: RE: Goldman-Confidential 

R, 

Settlement terms to consider: 
(b)( 5) 

L. 


From: Khuz:ami, 
Message-----­

Robert 

Re: Goldman-Confidential 

L.; Muoio, 

possibilities been raised; come prepared to about terms. 

RK 

1 



(b)(7)(C) 

Sent: Mon Apr 19 10:47:32 2010 
eat: RE: Goldman 

1 too. 

Securities and Exchange Commission._ 
100 F St. I NE 
washington. D.C. 

;~~~~l<~<~J%? na 1 Mes:aqe----­
1 

Sent: Monday, Apr~l I9, 2010 8:18 AM 
Lorin L.; Muoio, Reid:ll~bl<7 l<c----------------~< ___)nneth · Khuzami Reisner, 

RE: Goldman 

I'll be there. 

Message----­
Kenneth 
April 18, 

Rei 

Re: 

10 9:59 PM l(b)(7)(C) Lorin L.; Muoio, 

I'll be there. 

----- Original Message 
Khuzarni, Robert Lench Kenneth,•l(b)(?)(c) 

~T~o~:~R~e~i~s~n~e~r~•L'~L~o~r~i~n~·~L~~·~;~M~u~o~i~o~,~R~·~e=i~d~;~ 1 . 
Ll<b)(7 l<~) <b)(7 )(~) LI-,~_C~~----------~~LI~_c________________ ~------------------------------------~ "(b)(7)(C) 
Cc:.l 

· = · n= · ·=1=u=·sent~:= · s=u= · ··=A=·p=r=·· · =r=e~:~3~9-:~2=3~2=o1~o=------~ 

Subject: Goldman 

Can we get together at. 6:00pm tomorrow by phone (I'm in NY) for a catch-up; either you 
can gather in Lorin's office and I can call or we can set up a call-in. 

Thx 

Rob 

2 
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RE: smail Documents Page 1 ofl 

7/1/2010 2:43:13 PM 

Muoio, Reid l(b)(?)(C) !Reisner, Lorin L.l(b)(?)(C) 

Thanks very much. We will review these and get back to you. We also need to think about obtaining waivers from Corp. 
Fin. and Investment Management for GSAM to continue with investment advisory and distribution services before a 
settlement order is entered. Let me know your thoughts about working on this in advan~e ofan announcement. 

r b)( 7 )(C ) 

=~.:..:!.Cjinal Message-·­
At the request of Rob Khuzami and Lorin Reisner, attached are 

L-:-----::---:-' 
draft documents for your review. Please call to discuss at your 
convenience.\Ken 

<<GS Consent 7.LIO.doc>> <<GS Judgment 7.1.10.doc>> 

This message was secured by ZixCorp(R). 

·This message was secured by ZixCorp(R). 

file://c:\docurnents and settings\searcher~._b-?- ---'~ocal settings\temp\X 1 \c4\emaiLhtml 8/6/2010( )( ))(c-

file://c:\docurnents
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ABACUS 2007-ACl (H0-10911) --draft settlement action memo... Page 1 of 1 

ABACUS 2007..AC1 (H0-10911) -- draft settlement action memo. . . 7/2/20lo 11:24:zs AM 
from~ Muoio1 Reid r;;:: l<?"""'<b"" )<c)-----------------'-----1 

To: Lench, Kenneth
cc: Muoio, Reid m; l<c)-------,...______________l<bt'il< 7!vr"
Attachments: Abacus. o.l 9:p.Goldrnan.settlement.action.memo.draft.7.2.10.doc 

. . . is attached. A copy is also on the case j: drive subdirectory. You/11 recall I am off to the beach tomorrow 
morning for a week. I'd be freaking out about the GS&Co settlement but am confident you guys will be able to 
finalize the memo and otherwise covrr thinas while I Jm gone. Lemme know how it goes. I will be reachable by
emanl(b)(?)(C) Iand phone (b)(?)(C) Reidrb)(?)(C) I 

<<...>> 

/ 

file://c:\documents and. settings\searcherJL,_<b_)<?_)<c_)_ ___,~ocal settings\temp\Xl\c3\emaiLhtml 7/28/2010 

file://c:\documents


(b)( 5) 



Privileged and Confidential 

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



Privileged and Confidential 
(b) (7) (C) 

iii 
abacus.ho.1 0911.goldman.settlemenlaction.memo.draft.7.2.10 
Last saved: 7/212010 11:18 AM 



Draft 7/28/2010 5:28:28 PM 

(b)( 5) 



Privileged and Confidential 
(b)(5) 



Privileged and Confidential 
(b)( 5) 



Privileged and Confidential 

(b)( 5) 



Privileged and Confidential 

(b )(5 ) 



Privile2;ed and Confidential 
(b )(5) 

6 
abacus.llo.10911 .goldrnan.settlemenlaction.memo.draft.7.2.1 0 
Last saved: 1121201011 :18 AM 
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L 

7Issues to raise with Ll'b_)' _)'c_) -------'1 on 4:00 call - please let me know if I'm missing ;myth... Page 1 of 1 

• .l(b)(7)(C) IRe: Issues to ra1se w1thon 4:00 call- please let me know if I'm 
missing anything 7/8/201o 2:17:59 PML_________j 

From: Reisner,lorin.rf.:L'C;'I;"""'------------------------­
To: Lench, Kennethl (b)(7)(C ) 

Open to calling court next week to make sure Judge Jones around on either/both of July 16 and July 19 to 
receive/review papers. 

I would let them know of our preliminary undertaking revisions during the call. 

~=r:~j~~~hl~~~~,~7)(C ) 
5ent: Thu Jul 08 14:t-.:-0,..8:-:::4-:--1-=-2o-=-1=-=o-------____j 
Subject: Issues to raise with l'b)(7 !on 4:00 call - please let me know if I'm missing anything)(C ) 

(b )(5 ) 

file://c:\documents and settings\searcherjL.'b)(
7 

_ ___,~ocal settings\temp\Xl \c6\email.html 7129/2010_)(c ) _ 

file://c:\documents
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FW: ABACUS 2007-ACI: SEC v. Goldman Sachs & Co. and Fabrice Tourree . Page 1 of 1 

Goldman settlement is on for Thursday. 

l(b )(7)(C ) I 

I l S Securities ar Exchange Commission 
l(b )(7)(C ) 

------ Forwarded Message 
From: •i (b)(?)(c ) . I 

Date: Mon. 12 Jul 2010 16:56:17 -0400 

To:. #'.'MCOMhMI~S!0Nhe.ChO''~l~~cYI$ <#COMMISSIRr!)l&J?IINSEI.S~~-.f¥POV>
1{~:?)(c)ntiLv r,_tza_t_l 1 . H J1L.._________,I "Muoio~ Reid" 

Subject: ABACUS 2007-ACI: SECv. Goldman Sachs & Co. and Fabrice Tourree 

Please be advised that this matter will be considered at this Thursday's closed commission meeting in 
Executive Session. Reid is walking around the copies of the action memo right now. 

l'b)( 7 )(C ) 

------End ofForwarded Message 

• • l(b )(7)(C ) I \ 1file://c:\documents and settmgs\searcher-ll.._ ____,ocal settings\temp\Xl cl\email.htm 8/6/2010 

file://c:\documents
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Page 1 of 1 

ABACUS 2007-AC1 (H0-10911) --Goldman Settlement Memo (final) ?/12!2oto6:3o:34 PM 
from: Muoi?, Reid (b)(?)(C ) J(b)(?)(C ) J 

· TQ: Khuzam1, Robert Reisner, Lorin L Lench, Kenneth l(b)(?)(C ) 

Cc: Muoio, Reid (b)(?)(c ) '------------' 

Attachments: abacus:l1o.:l.o9:fi.goldman.settement.action.memo.finaL7.12.10.pdf 

• • l(b)(7)(C ) l
file://c:\documents and settmgs\searcher-l._____,~local settings\temp\Xl \cl \email.html 7/29/2010 

file://c:\documents


PRIVILEGED AND CONFIDENTIAL 
Structured and New Products Unit 

LIMITED DISTRIBUTION 
(b)( 5) 



Privileged and Confidential 
(b)( 5) 



PrivileP"ed and Confidential 
(b)( 5) 



Privileged and Confidential 

(b)(7)(C ) 
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Privileged and Confidential 
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Privileged and Confidential 

(b)(5) 
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Privileged and Confidential 

(b)( 5) 
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Privileged and Confidential 
(b)(5) 
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Privileged and Confidential 

(b)( 5) 
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Privileged and Confidential 

(b)(7)(C ) 

10 




Privileged and Confidential 

(b)( 5) 
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Privileged and Confidential 
(b)(5) 
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Privileged and Confidential 

(b)( 5) 
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Privileged and Confidential 
(b )(5 ) 
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Party name .Goldman Sachs & Co 	 B111nch chief Reid Muoio 
-----------------------~~----------Action name SEC v. Goldman Sachs & Co et al 	 Primary staffattomey ReidMuoio 


Telephone ofprimary sta_ff__,~""'<b"'"'l<? l<"")
"" c'""---,.-------c__.­Case number H0-10911 

Case Type (check only one): 0 AP [8'.1 Civil If filed or instituted include docket or file number lO CV 3229 (SONY) 

Insider trading Other Total 

If applicable, describe the terms ofany payment plan: 

Ha.s any portion ofthe money been escrowed? 

0 Yes- specifY amount: -·--- [8'.1 No 


Wi8.disgorge.ment and prejudgment interest be distributed to injured investors? 

0 Yes [8'.1 No, money is to be sent to the Treasury general fund. 0 To be determined; D N/A 


WID penalties be distributed to Injured investors through a fair fund? 

[8'.1 Yes 0 No, money is to be sent to the Treasury general fund. 0 To be determined. D N/A 

Ifdistribution ofdisgorgernent or penalties is undetermined, describe reason and target date for decision: 


WiU a criminaljodgment offsetany.amount ordered in the Commission,s case on this fonn? 0 Yes 0 No. 

Ifyes, explain in ~mment section below. 


If there will be a distribution, what is the earliest expected da~e that the money will be distdbuted? 

(requiredfor purpo$e8 ofinvesting the funds pending distribution) 


Additional comments: $250,000,000 will be paid to injured investors;. $300,000,000 will be paid to SEC. 

(To be filled in by the Office ofthe SecrefiD'.l_ 

Date approved by Commlssioo Tnicking number 
------~------------------~---------------------

Reviewedby 	 Date 

• 	 ... • i • 

,;::.:·;~i~."~~~.j~[·~:~:;;":itf~~ilii~l::t'·~~:j~!~~~r~:l'~~~~~J 

MoDO)' Otd=d SuonmaJY 

October 2008 
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Goldman -- meeting with Rob & Lorin Page 1 ofl 

Gol~m~n -- m~ting with Rob 8t Lorin 7/12./2010 6:19:31 PM 
From:~ J~)(?Vr)(C )(bv, ~----------------------~-------------. 
To: Aguilar1 luis A. {Commissioner) 

Commissioner, 

Rob and Lorin are available between 12-1 tomorrow to brief you on the proposed settlement 
with Goldman. Unless you object, I'll schedule for 12:00 because we have a 1:00 meeting with 
CME. 

(b)(7)(C) 

file://c:\documents and settings\searche~L(b-)(? )(c )--------'~local settings\temp\Xl \c2\email.html 8/6/2010 

file://c:\documents
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Settlement Documents Page 1 of 1 

Settlement Documents 7/14/ 2010 9:38:00 AM 
From: (b)(?)(C) 

To: Seymour, Karen (b)(?)(C) ""ll<?"""'
<b"" l<Cl-------,1
Cc: Reisner, Lorin L. (b)(?)(C) Lench, Kenneth Muoio, Reid l(b)(?)(C) 

Attachments: GS Judgment 7 14 lO.doc, GS Consent 7 14 lO.doc 
 L________, 

Karen, 

Attached are final versions of the Consent and the proposed Final Judgment. These documents are identical to 
the last set of documents we sent you, except the draft line and headers were removed and a few typos. were 
corrected. Please have the Consent signed and sent back to us .by close of business today. 

Regards, 

(b)(7)(C) 

Division of Enforcement 

U.S. Securiti.es & Exchange Commission 

1 00 F Street, N.E. 

Washington, D.C. 20549 
l(b)(7)(C) 

This e-mail message (and any attachments) from the United States Securities and Exchange commissi.on is for 
the exclus.ive use of the intended recipient(s) and may contain confidential and privileged information. If you are 
not the intended recipient, please do not read, distribute, or take action in reliance upon the message. If you 
have received this message in error, please notify the sender immediately by return e-mail and promptly delete 
this message and its .attachments from your computer .system. Be advised that no privileges are waived by the 
transmission of this message. 

<< >> << >> 

file://c:\documents and settings\searcher~'-<b-)(c----'local settings\temp\Xl \c5\email.html 8/6/2010)(?- ) 

file://c:\documents
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