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~'follows:

 for the record.

. represented and advised by counsel.  This means that you may .

| 5

THE WITNESS: Yes.

NOTARY PUBLIC: My name ig Lillian Gordon. I'm
commissioned in,Kings éounty. My commission expires March
2006. | |
Whereupon,

| BERNARD MADOFF,

having been first duly sworn, was examined and testified'as
MS. SUH: Please state and spell your full name

THE WITNESS: Bernard L. Madoff, M A D O F F.

MS. SUH: Prior to the opening of the record, you
were provided with a copy .of the Commission's Supplemental
Ihformation fofmq A copy of that: form has been marked as NY-
7563 Exhibit 1.

Have you had the opportunity.to read Exhibit 172

THE WITNESS: Yes, I have.

MS. SUH: Do you have any questions qonCerniné
this exhibit? _ | ‘

THE WITNESS:-"NO.'

.MS. SdH: Mr.:Madoff(-axe ydﬁ reéfesénted by
counsel?; _ . | |

THE WITNESS: No.

MS. SUH: You have the right to be &ccoiipanied,
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, 41
.(::) 1 was talking to a brain surgeon and they started talking about
) 2 ”the terminology that I wouldn't know, but if they said see
3 'this scalpel, stick it in there, now I undérstand."-Wéll, so
4 I'm saying that you're cooking a meal. You put in carrots
5 and oranges and a whole bunch of stuff.‘ You put it into a
6 blender. If &ou let it run for two minutes, it's going to
7 have one consistgncy. If yéu let it run for three seconds,
8 it's going to be a different consistency and éo on and so
9 forth, | |
10 ,bepending on what_fou're looking for, everybody is
11 looking for different thiﬁgs, -Te! peoble‘design‘their éystems
12- to say I don't care about this stuff, I care about thaﬁi

s
w

Again, ‘I don't attach too much importance to the information

§;i>,

that flows out of that stuff. It;s available  to anybody.

15 It's not unigue data. It is a ——‘peoplé are always trying to
t16 ask me what makes a.good trade or why can you trade better
17 than othei people and so on.- it's the same thing. We are
18 proprietary traders and market makers. Some guys havgbmore
19 guts than others. Some of them are just stupid.‘ They don't
20 - get frighﬁened when they should. be getting'frightenéd.'~Somé
y 21 people feel the market. éome ﬁeople just uhdérsténd'how to
22 analyze the nﬁmbers that they‘re lgoking at. Everybody is
23 f&iffgréﬁt. For me;;our market makérs for éxample, wheﬁlthey
24 trade, if you look at our market makers,.they don't make a
25 decisién as to what to buy and.sell. Our.sysfém
O - Diversified Répo_rti_ng Services
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006

A

Q
A

in the morning until 9:00.

trade a couple of USA DRs, but basically they're trading

foreign securities.

MR. LAMORE: Frém an administrative perspective,

are they involved with the equltles at a11°

THE WITNESS: They're the liaison on the selling

s;de but not on the tradlng side, no.

And how are the equltles' trades cleared?

The equity trades are all cleargd through us

because they're U.S. securifies.

So the firm -

Right.

59 |

o} The execution, does it all happen electronically?

A Yes.

o] Now ‘you said the firm has an affiljate firm in
London ¥—

A Yes.

Q. Madqff Securities International Limited. Corféct?

A Correct.

Q What role does it play in the trading for the
institutional --

A None.

Q None Qhatsoever?

A In.the execution side? No,;bécause first of, all
they'only tfade foreign securities over there. Tﬁey only
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Q Now going to the options trades, how are those

- trades executed?

" A The options trades, orders are placed based .upon

"the conditions. We put out an order to buy 13,000 contracts

with -- basically what we do is we go ahead, once we buy the
basket shares, we determine what the price of what, how we're

looking to hedge it. Ba51cally there are a dozen derivative

" dealers that participate in the process, and what we

basically do is TI'1l call up and say I'm interested in buying

-— very typicaliy what I say is.I'm looking to buy this put

~at this price and size. Come back to me. I'1ll put that out

with all of these‘dealers.. That's the way it's typically

done, and then they come back. They decide amongst

themselves or they will call their-institutional clients in

Europe, and they'll come back and offer them to us and say I
can do X at a price and so on and so forth, and then what we
do, based upon if we complete the Whp;e_bdéket of contracts,
we  want to:do it.all at one price, .it's not like an average

price,. a transaction'like it is on ‘the equity side. We then

o will. go back to them and say okay, now we. go back and

determlne the prlce before we get .an indication from them as

to whether they ‘re going to be able to. trade &t the level

' that we'thlnk the order should be at. They'll come back and

say to us; okay, I m g01ng to sell it at 8 «, some w1ll say

Ii'm g01ng to sell it at 8, and based upon what we determlne
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, 6l
is where we're going to be able to buy the whole amount, we
then go back and say we'll buy at tﬁis[price.of this option,
They then come back to us and actually complete the
,transaction. They affirm that this is the price.

Q ° 8o -- | |

A - - to-whaﬁ we would do on the floor.

.Q So tﬁe first step;is calls ffom you to a hﬁmber of
dealers.

A Right.

"0 Do you tell them the total amount?

A No. No one knows the total of what they're going
to do.

MR-lLAMORE: Do you say both puts on calls or do
you say calls on puts? - ‘
THE WITNESS: l'We do both, bﬁt first we do the puté
and then we do the calls. One piéce'at a time. |
Q So you don't present this as a package basically,
that the same person has to take both sides.
B No.
é And_the~priée that you indicate.iﬁ-yopr fiist
éon;act,zyou.may change soméwh&t;,'
A It will change; LWeli,‘dgpéndinghbn —f.i£-mightxnot
based upon if everybody waﬁts.to'tfade at ‘that pricé; it
Qouldn't,_but it's unlikelyL It does change.

Q - Does the rest of the‘hegotiafion-also happen by

Diversified Reporting Services
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62
telephoﬁe?

A No. Once they come back, they affiim it
electronically. 1It's aﬁ affirmation to us.

Q And the order is also electronic. You said there
was a firm offer.

A No. ‘When I'say firm offer, I mean‘this is the
price. The first 6ne is an indication. I'm asking for an
indication of where you're willing to frade at. Then this is
thé price . - on a block desk with a firm, for example,
typically the way it works is yod'céil,up a block - — somebody
wants to trade 100,000 shares of stock, so-they'll call
around a couple of block desks and say listen, I'm a buyer of.
IBM in size at this price. Come_back té me with what you're

" 'willing to trade, and then they all scurry around'and.héve_a
meeting amongstlthemselves, depending on the firm; They then
come'back to fhe person who's trying to do the trade and say
it will come at this price. It might be sizable at this
price or more sizable at another price and so on ﬁnd so

. forth. Then I say Gkay, I can't buy it. 1 get back in the
réom,.nobody wants to trade at théﬁ priée; Y6u go back and
you raise the pri.ce.,_ Eventualiy‘ ‘tlll:is" 'i_s ‘the price based on
what they're indicating on. ~What thef’re tellin§ you ié-qqt
firm either at that piﬁé.-.ItSS'onLy‘firm ﬁhen"they actually '
come back and affirm théy were willing-to ffade at that

price.
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Bernard’Madoﬁf ’ - May 19, 2
0 So up to the point when.they basically acceét the
.'offér, - -
A There is.notﬁing firm.
Q And. that's the only‘part‘of the negotiations that
are electronic. '
A Right.
Q Before that iﬁ’s all by phone.
A Right.
Q And you're the person who'cénducts that.
a Right. o o
Q 'Now you mentioned that there was a group of dealer
to whom you put out this indication of interést each time.
‘Generally, wiﬁh how many of them do you end up trading in
each execution? | | .
A Within the basket, we're probably interacting with

40, blose to 50.
- Q That's for equities‘and options.
"A-  Equities. Options is a dozen. "
Q@ A dozén. Do all of them end up trading usually?
. :.A_ Pretty much. 'They all tréde on é' - yes. It's
- usually that they all.papticipate‘auring fhe'tradiﬁg; Théy
have an;interest in these'stocks. Thesé stocks are the .
mafketpléce. - | | |
Q 'You.mentioned'thét you generally.wantité do the

options trade all at one price. Is that correct?-

63
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A Uh-huh.

Q- Why is that?

A Because it's not something, very hard for us to
allocate, who gets what at what prlce and so on. You want to
be ‘able to do the whole deal at one prlce. That's the way |
you want to hedge it. ¥ou normally do it at one price.

On the_equity side,.it's different. It-just trades
diffetently The equlty trades are being done at various |
prlces, and there's an average price determlned of whatever
the total amount of stocks that we bought, but on ‘the options
51de, you want one price, and it's easier just to do it fox
everybody at the same price, so you're paying the same price
for each individual client. They're all getting'one price on
the trade. That's typicaily the way it'e'done. |

Q And is there any matk up or mark'dowa between the
price'that‘S'between the dealer on the options and —-—

A No, no. They charge a penny a;share to me, and I
paj a penny share. I'm really not performing any great

expertise. We basically make our money on the §$. 04 a. share.

" Q nd the. optlons are over—the—counter optlons.
A Yes.
Q " What is the rationale for going to the over-—the-

counter market rather than the Exchange°
A - Everybody goes to the over—the- counter market on

optione; That's the way the,market is. The over~the-counter
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market is just really the institutional -- that's the
marketplace. I mean you can trade 6n the floor, .you could.
Then you'd be trading during the U.S. hours which you don't
want .to do and you don't want to -- there's really not the
liquidity in the option market. It's improving, but it’'s not
where you would want to go.
| Q Is there any price advantage to be in the over-the-
counter market versus ﬁhe Exchange?

A No. Well, when you’re doing this kind of size,
wherever ybu buy - it's not like you're executing, you're
buying 10 contracﬁs and 20 contracts and so on. In this kind
of a market,_you're négotiating a pricé, and you waﬁt to get
it done, and you doﬁ't'really care whether you could buy 10
contracts or 50 contracts at a bétter price and so on., It's

not something that's an issue to you.

0 " Who are the counterparties to the options
contracts?

A They're basically European banks.

Q I just want to-make sure I ﬁnderstand:all the

" participants. You said you contact these approximately 12 -
dealers. 'Tﬁe=baﬁk§ are the counterparties. Wﬁat.iS'their
relationship'with those.dealéré, or is if thé same —;

. A - The.same.persdn.

Q  So basically, for instance, if yOﬁ contact a bank,

you say I want to .buy X number --

Diversified Reporting Services:
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A - at that price, yes.

0 .And they're the ones who are the other side to the
transaction. ‘

‘A Right.

Q Do. you have any understandlng of, you know, how '
that transaction fits into their busxness.' Do you have any
understandlng of what they do with those p051t10ns°

A You never know what_a dealer is doing on the other

51de, nor do you really care. It's just not sqmethlng you
would ask them. .It's not somethlng that I think everybody
would have a different reason to do what they want to do.

Q  We discussed the equities, but the same guestion
with the optlons. Why foreign dealers rather than U.S.7?

A Because 1I'm dealing with their time zomne, and
that's-where my contacts are with. Mpst of them happen to be
the big derivative dealers_anyhow. |

Q You said you're dealing in their time zone.

A I'm dealing before the U.S. markets are open-
@ - So how does the time frame for the; optlons trading

relate to the time frame for the equltles trading?

A 'First we're putting the equlty basket on, and then

. we're puttlng the optlons on’ after the equlty ‘basket 15'

complete, so the Optlons are belng done ba51cally in the
morning tjpiCally between 8300 ‘and 9:00 a.m.

Q Slnce the equltles you mentloned may take a couple
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off the record at 12;20 p.m.

) 67
of days, do you actually receive options after-everything is
done on -=

A No. Each basket -- on Monday we bought a basket.
We're going to hedge that basket -to the optlons Tuesday
would be the next piece and so on.

0 With the options trades, is.thére any documentation
generated? For example, for some derivativés; there is an
after agreement and you have- a confirmation, a 2-page
document. Is there something like that for the options
trades? -

A Yes, there's an affirmation that's generated
electronically, and there's a master option agreement that's
attached to that that's also electronie.

Q And the electfonic affirmation stores data for each
trade with each particulaf dealer.

A Correct.

g . sSo if you wanted to find out with whom you bought
these contracts on a particular day, that's where you would
go.

a nght.

-MS. SUH\\ We've been going’ for awhlle. Let's go

{(Whereupon a luncheon recess waS‘takén.)

MS. SUH: Back onvthe.record_at 1:06 p.m.

0 Mr. Madoff, duriﬂg the break, did you have any
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read, if it keeps its standing, the bloom is off the rose in
that area, and again it's like lots of businesses that I

don't go into. It's just not something that we want to do,

.and it works well for us. Leave me alone, and I'll leave you

alone.
BY MS. SUH:

.Q°  You mentidned.the returns, that théy‘re nof.high
enough to iustify settihg up a Hedge fund. They élsé afe
remarkably consistent. .They'révfairly -— they have low
volatility, and there are fairly few periods Qhen they're
down. I'm sure you;re aware of people wondering how'can.this
happen? What's your answer to that?

A Well; let me just say that I pay‘ﬂo attention to
what other people say or try to figure out becauéé I've been

in this business for a long period of time, and I've learned

~ that everybody goes through, everybody is always busy trying

to figure out what everybody else is doing and how they do
it, and the only peoplé that do that are the people that
don't knOW»what.they!re doing quite frankly, so a lot of us
in the trading community sit around at timés-and*laughfabout
thase types.of guestions, about how anybody does anything.

| ' if somébody'ﬁnﬁegstd6d the strategy, when somebody

says it has léw.voLatility,-how come, you'd say because

ﬁhat's what the strategy is, to have low volatility. You

can't have -- there's no free lunch anywhere, so that if you

Diversified Reporting Services
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have a strategy that has a maximum return of let's say rn
today s env1ronment mid~teens lf everything went great, and ‘
you had the opportunity to lose a let of money frequently,
there would be somethrng wrong with the strategy. If you had
a strateg? that isn't hedged, then you would say to yourself
it's unusual to have volatility. 1I'll give you an example.-

There's stupidity out there. There was an article written

- years ago about this strategy. I remember the lady that

wrote it who was fired firom Barons or wherever it was. She

did a number of stupid artic¢les. The issues that were, the

things that were mentioned in there was that, about being low
vdletility, lots of things in there. She got it from some.
other article, and she>tbtally misquoted, but the point is
they compared it to a fund calledfGateway. Gateway is a fund
that does a similar strategy in that they use the whole S&P
50b as their product, and sometimes they buy. puts.

Sometimes. When they do buy puts, they enly.buy ir on part
of the portfollo While thelr returns on the upside were

similaxr to what our returns were at that tmme, they had much '

© more money, ‘but she falled_to mention that they don't buy

bﬁts on the whole strategy. All you do is look at what their
strategym If you only hedge parr of the time you're in the
market, you're- going to . have vblatiliﬁy on the downside.

If yeu look -at an§ goed market neutral, a term I'm

using because people use market neﬁtral for this type of"
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‘strategy, it's almost like an oxymoron to a certain extent,

,understqod the strategy understands that there would be very

B T < T T W € Y-S O N (S S

'market could have been up 50 points, down 50 points every 15
-minutes; and'my trades'ﬁere like”this.'_ihroughout the day,

it looks like the market did'nothihg during the day; It is

78

is that they have low volatility. The more riskier strategy,

there's a huge strategy. It is not -- anybody that

low'fdiatilityron the stratégy, It's not unusual. It would
be unusual for it not to. If we hHad returns, 5% one month
and ha;d- no down months, that would be unusual. Anybody that
understands the strateéy doeSn‘t‘ - people'have made comments'
about. that, they don't see the strategy. fhey understand
what.it is in basic concept. They have no idea. -They
probably have never seen any of the trades.  The only ones
that see that are the managers. The investors khowrthe basic
cenceéts. I don't think-they'actually see what the trades
are.- fhey know the stocks I guess. 1f fou're leokipg at it
by looking at quarterly results or even monthly results, it's
different. If youn look at daily results, you wouid see lots
of volatility. It's like loo#ing at the market and saying

the market was flat today. 1 guess. nothing happened. That

absolutely not surprising, the performance and the strategy
is what you would expect. it to be 1f you understood the

parameters .of the strategy, and that s alli 1 can tell you,

but any. academlc that looked at it would tell you that. It's
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Q What is it?

A It's a response to a request that yoﬁ made of
various accounts that the firm executes and sells trades
through. |

0 1'd like to go over this list and have you explain
in a little more detall the function of each account. The
flrst account on the llSt, Madoff Investment Securltles LLC .
(ph }. What functlon does thls account have in the
1nst1tutlonal tradlng process? |

A That's the account that the executlons go through
for the clients. ‘

Q Do any other tranSactions besides institutional
tradihg‘go throhgh this account?

Y No.

Q> "~ The account( Depogitory Trust‘C1earing Corporation,
what is the function of this account? ' |

A That's the general ciearance'account'for thé firm
that handles all the settlementé of transactions for the o
firm.

.0 s§ this aqcbunt handles the’clearingg_of all —-

A —-- all.

0 -— for the firm.- 1s there any. segregation of that

‘account into sub-accounts or some other segregation where you

separate the institutional trading trahsactions from other .

firm transactions?
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" your firm.

that say whether it's, whether it's held for the firm or

. whether it's held in seg.

: 88

A~ Yes. The institutional accounts are separate from
the firm's accounts.

Q0  So DIC, how is that segregated? Under sub-
éécounts, within 06462 A

A No, it's just the one account for benefit of
clients.

Q I gﬁess I'm having trouble understanding bécause-my,

understanding is there is one account at DTC ‘in the name of

A Right.

Q And it's Account 0646.

A Right.

Q And all kinds of transactions go through it. If

you wanted to look at that account and. see which of those

transactions are institutional trading and which are not ——

B It's —-

0 _

A - totai of whether the stock is held —-

0 Can you repéat that? The code for whether --

A There are codes that are,atfached to the acti#ify

MS. CHEUNG: - What do you mean when you say in seg?

You mean in segregated?

THE WITNESS: Segregated.

piversified Reporting Services
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' MR. LAMORE:  And it's not --
THE WITNESS: No.
Do you remember what these codes are?
No.

But DTC would know.

N o I @

Yes.

Q“ And what kind of reports does the firm get from DTC
on the transactions in this adqeunt? “

A Everything gets gengrated online to the firm on a
daily basis. That's the way DTC works now. As a clearing
corporation, you get data on everything, thé fransactions and
all that sort of stuff.

Q And in the DTC account,.the activity that's in the
ségregated.account, that's solely institutionai trading
business and solely Qhat's perceived as the strategy we've
been discussing. |

A Right.

Q The next is the Bank of New York account. What is ..

the function of that account?

A." . It works inlconjunctibn with DTC. It's a

] settlemeht account, where wé_se;tle our trades, the net

difference betweén the purchasés and sells during the day.
o) And again,'this account is for all firm éqtivity.
A Yes.

Q  And similariy;té the DTC, is there a segregation

Diversified Réportiﬁg Services
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there?
A No. There's no segregation on that.
Q Okay, and finally the Barclays Capital acecount,

what is its function?
A Barclays5Capital actually clears and sells tradeé

for Madoff London;, and they do cufrency conversion trades for

them and for us when we do our transactions as well.

0 And actually.to be clear, the DTC accounts are in

lthe name of the New York office.

A Right. _
0 Just to go back to the options issue, the options

positiéns, are they also in the name of the New York --

A | Correct.
(Pause.)
Q0 I'd like to show you what's been previously marked

as Commission Exhibit 7. Please review the document, and let
mé know if you recognize it.
‘ A I do.

Q0  What is it?

A It's ‘a trading authorization directive that

basically.lays out the pérémetérs of the transactions for th‘e'

client.
Q  How is credted?
A ' How is it created? I drew it -up.

9 Sb’ybu.drafted this.

' 5ivérsified.Reporting'Servibes'
' (202) 296-2929
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it. Yes.
Q

A

Q

strategy?
A

Q

A

that's on tﬁe second page of Exhibit 19 which‘is thefletter
of May 15th. Other than the accounts.listed on this page, an
account of Greenwich Century Partners that you‘pointed out in
your- letter éf May 16th, Exhibit 20, are thére'any other

accounts -in the institutional tradingzbusinéss?

A No.

'Q Are there any other accounts for which you trade
thé split strike conversion strategy that we've»been |
discussing?

A .No.

Q Are thére aﬁy other_accounts in addition to the

ones listed in Exhibit 19 and the one pointed out in Exhibit

20 where you trade customers' funds pursuant to Some érading’
.I'm sorry, what?

firm trades for that customer pursuant to that'éﬁfategy?

_ 101
THE WITNESS: Yes, I don't know what happened to

Unfortunately it got a little 3mudged in the -—-

Yes, that's my signature.

And I just want to go back to the list of accounts

Are there any other accounts, baéiééiiy, where the

No. .

BY MS. BACHENHEIMER:

Mr. Madoff, do you pérSonally.trddefmoﬁéy,for

_Diversified Reporting Services
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~anyb§dy else?

A What do yéﬁ mean trade mqney.fOI'anybody else?

0] Is there anyquy else who providéé you capital to
invest and:you trade on their behalf, whether it be an
indivdiual, an entity, a partnership, a ‘corporation, your
neighbor, anything or anyone? |

- A We trade, as.part of our-ﬁarket making strategy, we

get non~held orders. ‘That we trade. We have - there are.
some individual accounts, family accounts and f;iends that we
trade as well. 1Is that what you mean? o
Q Yes. I den't mean - puttlng a51de the market
making business and puttlng aside the proprletary tradlng,

but family, any klnd of money “that you trade pursuant to.any

strategy?
A Yes. Not institutional funds.
Q Is it possible for you to name thése individuals,

and if not, we ask that you subsequently provide us with a
letter with the naﬁes bf all the individuals or entities that
you or. the firm trade-for'that are not part of the ma;ket
making ox the.proprietary bqs;ﬁess. .
A Okay.
| BY MS SUH:
(0] Do you recall an exaﬁlnatloﬂ conducted by . our staff

last summer of your firm?

A Yes.

Dlverslfled Reporting Services
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Q Do you recall discussing the institutional trading
‘business with Mr. Lamore?
A - Yes.
Q, Do you recall teiling Mr. Lamore in substance that

because of the complexity of incorperatiﬂg'options into the
investment strategy or thelinstitutional tréding business, .
you stopped utilizing options as of January 1, 20047

A I said that the -- what ——

Q Do you recall telling Peter that as of January 1,

" 2004 you no longer incorporated options'into the strategy for

the institutional trading business?

A I said they're not part of the modeit The options
are not deemed to be part of>the model. I did not say, my
recollection'certainiy is:not that I said that the accounts
don't use options any mere to trade. I said‘the options,
that the options were taken out of the model, and they'ie not
part of the model any longer. .

Q So what change were you referencing in that

statement?

A' Well, they used to be part of the model. As a

'matter of fact, the change in the tradlng authorizatlon

dlrectlve,‘orlglnally it had the optlons as part of the
model _We consider the mogdel our 1ntellectual property. 'it
tates so I belleve in the tradlng authorlzatlon dlrectlve.

We determlned that Number 1, the model we wauld never be

Diversified Reporting Setvices
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. that related to the options were not significant enough and

- part of the model, that they were no longer part of the.

' _ 104
able to defend the fact that the parameters of the option |
trade, there wasn't endugh meat on them fherelwhere they
wquid be able to be deemed our intellectual property, so we
took it basically out of the ﬁodel and treated them
separately.

Q0 . You say you took it out of the model. Are you
referriné to some change in technology? -

A Yes. There was technology in the model that they"
were cémbined, that looked at option.iﬁformation and
transééﬁion as well as looking ét équity’tranééctions, and we

determinéd-that-Number 1, the readings we got from the model

that unique enough, so we didn't think that should be paft-qf
‘fhe_model, and we let the model stand on its own and the
equity side of the options basically stand on its side. I
believe we changed the directives sb that it was not part of
the model. |

Q Do you recall telling Mr. Lamore in -substance that
since that change,-és of January 1, 2004, the clients méy'
hédgé the strategy themselves but thét you diq'not discuss or -
provide an§ guidance: to clients for ﬁedging the strategy?

A No.

Q You do not recall making that statement?
A I recall saying what I just said, that the§'wefe

'DiverSified;Repérting Services
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model, bu£ I remember specifically sayiﬁg thét the option;
are s8till used to hedge the tfansactions. .
' o] When.you say the model, are you referring to MA--
'206K or what. do you mean by the model?"
A - Well,.the.original_trading directive that we had
had-language in it thét included the options as well as the
médel as well as the equity side of it. We determined to

take that tout of it and let the model stand just for the

"equities of itself, and the option was a separate.piece of

ferms and conditions on the model, and we had always been
talking about the model, MA-206.

Q So prior to this change, I guess can you describe
how the.modei worked?  The model we discussed so.fapnwas the
model that c¢reates the equities order. |

A It 'sti;l is, right. |

Q - What did it used to be when it actually

'incorporated the options component?

A it also had readings on-the-optiéns as well, go'
ﬁhen it was looking at all of the transaétions, the model
itself that we usgd fof thevequitytside, MR-206, incorporated-
option infofmation;info it as well. We looked at both pieces

of that together as one, as the model, and then we made a

‘decision that phe'intellectual property.wﬁich we were

defending in the model as ours at that time was okay but not

to stand on its - the .information the model generated in
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