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1 bears Bales stamp DBZCOPR-00861225 throwgh B&1226. | 1 MA. SIFFERT: *You have lo say “yes® or "no.*
2 Plzase take a moment 1o review the document. 2 A Oh, I'm sorry. That's what it look lika. |
3 MR, SIFFEAT: Thark you. 1 agres that it looks lke that. Bur | dan' recall the
] (Witness perusing document.) 4 g-mail
5 A Ohkay. 5 Q _ You don recall recelving this e-mail 7
8 G Okay, Mr. 2wim, why dont we go from the botiom £ A Mo, | dont.
7 up? And, you're nel on every e-mail, so we're going to 7 d Looking at i today, do you know - and I'm
& skip one or two. 8 looking at the — the George Sard e-mail -
] But, if youll go 1o the Bates-stamp that ends in L] A Um hmm,
10 226, which is the second page? i0 @ - do you have an understanding as 1o what ha was
11 A Okay. 11 sgpeaking-about when he said 'l am, unfortunately, not
12 Q Thee is an e-mail from a Cralg Bargstmrn The 13  surprised that this is starfing 1o leak®? ﬂu;.rnu:-q"mwwhax
13 date time stamp i Wednasday, October 25th, 2006, 13 the “this® refered o7
1+ 37 . It's to yourself and Chis Suan. 14 A | don't know,
15 Do you ses that e-mall? 15 Q  Okay.
16 A Um hmm. 18 A ldon't recall.
17 Q0 Olkay. Mr. 2wim, do you recall receiving this 17 O Hyou go to the nexd e-mail, --
18 e-mail? i3 A Umhmm.
18 A Mo, | don't recall, 1§ Q = which is from Chriz Suan, the date an 2]
20 O Okay. Do you know wha Craig Bergstrom Is? 20 stamp is Thursday, October 26th, 2006, at 1:48
21 A He s a investment professional andfor principal 21 A Um hmm,
22 at Corbin Capital Parners, the ~ a - a fund of hadgs 122 & -io David Lee, yoursall, Vasan Kesavan,
23 funds, 23 Lawrence Cutler, and David Proshan,
24 QO Andyousayhe'sa- | apologize, | should have 24 Do you see that e-mail?
25 asked at the time, was Mr. Bergstrom in the same capacity | 25 A Umhmm,
208 208
1 &l Cosbin Capital? 1 O Okay.
2 A I don't know d he was a principal or & partner. 2 MA. RT: Say “yes.
3 | don't know what the — bud he was an investment 3 A Oh, S0ATY, SOy about that. Are there any
4 professional . 4 “urmn hmms" thal we have to o back?
5 O Olkay. Looking at this e-mail teday, do you 5 MR. SIFFERT: Mo, just say "yes.”
& recali recebving i? 3 A Ohay, yes,
7 A No, | dont 7 QM. Suan - wall first, do you recall receiving
B 0 And do you know whal the rumor that Mr. Bargstrom B ﬂ'ilsa-mah‘?
¢ s refeming to was? He says, *I think there is 2 rumar 5 A Mo, | dont.
10 going around about accounting or valuation issues 81 your 10 0  Okay.
11 shop." 11 A | dont recall
12 A [ don't recal, 12 @  Mr. Suan wrote "1 agree this is going to the SEC,
13 O Okay. All ight. Lef's go to the next page, 13 whether we like or not, So, | 51l think we should be
14 wich is the front page, piease? The one that ends n 225, 14 seripusly considesing the self-reporting option,”
15 There's an e-mail in the middle of 1he page. 15 Looking at this now, do you have ary
18 s from David Lee to yoursell, Ches Suan, Vasan Kesavan, | 16  undarstanding as to what the -- the *this® Mr. Suan was
17 Lawrence Cutler, David Proshan. The date and time stampis | 17  refering to, in *this is going to the SEC™?
18 Wednesday, October 25th, 20:32 hours. And, ¥'s . 18 A |donY recall
1% Octobar 25th, 2006, 13 © Did the "this* refier to any of the accounting or
20 Do you sea that? 20 control issues, like tha managesment fees or the plans that
21 A Um hmm. 21 were discoversd prior to the date of this e=mail?
22 0  Okay. 1 locks like Mr. Lee forwarded you the 22 A 1=l dont recall what it was specifically
23 e-mail below. 23 reganding, because subsequant - thers were issues before
24 A Um hmm, 14 we separated from Perry, and then there were subsequent
25 Q  Is that your understanding? 25 igsues that uttimately lad 10 a second round of calls and
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1 disclosures. 5o, | dont know what the “this® is relerdng 1~ | couldn't tell you when, or who was present, or - of
2 o 2 the subject, or the, you know, subsets of —
3 Q  And those "subgsequent issuas” wera? ER MR. SIFFERT: Well — well, let me ask you this.
4 A ldon'trecall. | don't recall the specifics. | 4 THE WITMESS: Yeah,
& beliave thers's a — & script covering the second round of 5 MR, SIFFERT: Was the issue of whether to report
& calls, but | just don’ recall. & tothe SEC -
7 MR, SIFFERT: May | ask = 7 THE WITNESS: Um hmm,
8 MA. ALTEMBACH: Go ahead. ] MR. SIFFERT: -- driven by whather or not there
§ MR SIFFERT: Without saying what was said, was § was going to be press? Or, was thal just an issue of
10 one of the subject rmatiers thal you discussed when you were | 10 timing, of when to repart § ta tha SEC?
11 talking with counsel — 11 THE WITHNESS: Was whal just an issue of fiming?
12 THE WITHESS: Um hmm, 12 MA. SIFFEAT: Was the fact that thare was going
i3 MA. SIFFEAT: - namaly Schulte - 13 {0 be press -~ a prass story -
14 THE WITHNESS: Right. 14 THE WITHESS: Um hmam.
15 MA. BIFFEAT: - was one of the subject manars 15 MR. SIFFERT: -- a réason -- the reason that was
16 thai was discussed - 16 --that this matter was sell-reported to the SEC, or was
L7 THE WITHESS: Lhm himm. 17 the fact that thare was press somathing that mareky
18 MR. SIFFERT: - back in early summar - 18 affecied the iming of tha decision when 1o go to the SEC?
148 THE WITHESS: Um henm. 18 THE WITNESS: | dont believe the fact thala
20 MR. SIFFEAT: - the possibility of 20 report was suppasedly coming affected whethar we wert 1o
21 self-reporting? 21 the BEC. 1dont know that It even afleciad the timing.
22 THE WITHEES: Tothe SECT 22 BY MA. ALTENBACH:
23 MA. SIFFERT: Yos. 23 Q@ And with respect to the last part of Mr, Suan's
24 MR, ALTENSACH: Yeah, just to be clear. 24 e-mall, where i says "l sfill think we should be sariously
25 THE WITMEES: Not that | recall, 28 considenng the self-repoding option,” -
210 212
i WA, SIFFERT: Tothe SEC. Was one of the 1 A Um hmm.
2 subject matiers that you just - that was the — was the 2 Q - can you tell me if, prior to this
3 subject matier, without saying who sakd what 1o whom, — 3 Oclober 25th, 2008, e-mail, there had been a decision
4 THE WITNESS: Um hmm. ¢ withif il firm not to setf-report?
- MR. SIFFERT: - of reporing, - 5 A Notthat | recall.
6 THE WITHESS: Um hmm. & (Pause)
7 MRA. SIFFERT: - discussed with Schulie after 7 QDo you recall when tha firm retained Fried Frank?
8 ftheirinvesligation? B A | don't recall. | mean, in the - in the fall.
L] [Mo response.] 9 | don'i know if it was October, or November, or some == in
ia MA. SIFFERT: Was that & subject matier that was | 10 around that area.
11 discussed? [ont say whal was said, and what was - 11 G Okay, Was it before or after Mr. Gruss's
12 THE WITNESS: You mean after their investigation | 12  separation from the flim?
13  and before we leminated Parry? 13 A& | honestly dont know,
14 MA. SIFFERT: Yes. 14 MRA. SIFFERT: Who made thal decision to hire
15 THE WITMESS: Mot that | recall. 15 them?
16 MR, SIFFERT: Do you see Chris Suan saying here | 16 THE WITNESS: Il was recommended to me by our
17 ‘“this is going to the SEC whather or nat ... 9o | still 17 head of compliance, and | said "Go ahead and do it*
18 think we should be seriously considering the sali-reporting | 18 Because he, you know, -
18 option*? Do you see thal? 19 BY MR. ALTENBACH:
=11] THE WITMESS: Yes. 20 0 Andthat was Mr. Culler?
21 MR, BIFFERT: Does that refresh your mamory that | 21 A Correct. | guess, at that point, CAD and CCO.
22  prior o this date of October 26th, there was some 22 Q And do you know when Mr. Cutler made that
23 discussion, at leas! internally, about sstf-reporting fo 23 recommendation?
24 the SECY 24 A i gond recall.
25 THE WITHESS: | would say | believe so. | just 25 (Pause)
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1 talked about some investment stralegic initiatives, 1 Q. Did anyone provide some type of analysis
2 but that was the prime vehicle through which | 2 that hare s what these things are going to castand
3 understood what wes gaing on with the major 3 hereis the impact of that cost on the management
4 initathves on the non-investmant side of the firm & company's performance?
= and that confinued 1o be clear during bucket three, L A. In bucket two, similar to what we
&  even during the delegation of the authority period, €  already dascribed, | have seen in the managemant
7 BY MRA. ALTENBACH: 7 company, and in bucket three i became far more
8 Q. Afthe managerment committes meaetings — @  dsfailed bacause we had substantialy - quile
8  first, how aften did the managament commitiee mest? 8 frankly because we were incurming massive addltional
10 A. Typically waakly, 10 expenses associated with this process,
11 Q. Was it dong the same day every waek? 11 Q. Al lzast during bucke! two, was the firm
12 A. Mo, because | had probably - certainty 12 still expanding as'far as number of offices, offics
13 by the late ‘0§ period, | probably had 40 internal 13 locations throughout the world?
14 meetings weekly across, you know, domestic lending, (14 A. Sura,
15 LS. real estate, private lending, assets in - 15 Q. There is cost associated with opening
16 structured finance, Ewrcpe iliquid, South Asia 1&  those officas, correct?
17 fiquid, Australiz Miquid, Japen lliquid, Kores 1% #. On an incremantal basis, relatively
18 iliquid, credit arbitrags, domastic credit 1e°  small A number of their Intemational offices ware
13  arbitrage, intemational, domestic merger arbitrags, 1%  stared as basically Regus offices,
20 domeshc eventdiven, domestic REITs, domestic 20 . What does thal mean?
21 utilities, domestic comporate private equity, 21 A. Temp space, so i would ba vary, very
22 domestic private real estate, domestic private 2z incremental.
23 investments in public equities, and so on. 3 0. But people worked in those offices,
24 So typically the people sefiing thoss 24 parrect?
25 meelings up would have different times. | might do 25 A, Yes.
Page 442 S Page 444
1 Central Asia al 5:00 in the moming and 8:00 at 1 Q. Wasn1 there incremental head count
2 night, 5o those people who were the heads of those I cost?
3 different mestings would kind of go into typically 3 A. e, but that would be addad on in a
4 Trish Peters and kind of fil the holes up. And so, s very incremental way also in termes of level of
5 depending on all their relative schadules, sha would 5 geniodty. | believe we previously discussed Il was
6 book itallin, € -~ It wasthe case across the firm, we frequently had
7 Q. And a1 these managemeni commities 7 aperson of & canain leve! based on where we were
8 meetings, did someone give a presentation or provide & and whal we were doing in a carain area, so thay
8 information on the finances of the maneagement % were sent 1o that area-front, mid or back office, = Linkl -
10 company? ) 10 prwadﬂsalfmdnrh e be added on. So
11 A. They were not a presentation per se, bt 11 there would be increasing numbers b also incraasing
12 at some of those we could have also seen what we 12 levels of seniority. Similar o what we just
13 were —what | was being shown in terms of management |13 discussed about the management company cofptroller,
14 company meatings that started durng bucket two, 14 how that wani from Tim to the other, the next guy, ta
1s But as a general matter, it would be 15 Mike Sabatell,
16 bigger initiatives like we are golng to add Aslan 16 Q. The office move from when DBZ & Ca,
17 asset management and how many pecple we are goingto (17 leaves the Highbridge office space and gets its own
18 addio that and why. Orwe are going o upgrade from 18 stand-alone office space?
15  one T system to anather and we are updating for this 19 A Yes,
20 reason, of this is the status of this valuation 20 . When did that occur?
21 exercise or this financing structure. 21 AL Very early 2004, | befieva.
22 Q. The types of things like adding pecgle 22 Q. Were tl'luteahlﬂfmslsasmdaiﬁd
23 or deing partisular T projects had costs essociated 23 with that maving process?
2¢  with them, right? T24 A. There was some decent amount, | dont
"|2s A Yes. 25 know what they were. | do know, the big picture |
13 (Pages 441 to 444)
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1 wanied as short a lease a3 possible, so | balieve it 1 what the implications of thal were or what drove his {
2 was only abouwt three and a half years. It was a 2 decision making.
3 sublet to give us maximum fiexibifity and as litle 3 0. Were you persanally imohed with
4  expense as possible, And i was also a5 close 1o 4 approving any of the costs 2ssociated with the move?
s Highbridge as possibl, it was two buildings over in 5 A Just the leass that | can recall,
&  orderto kesp them rimee and as much as possibie | Q. Things like office fumitura or
7 involved in business of our firm. And |t was - we 7 carpeting, the fixed asset-type expenditures, new
8  gol thedsspace | know, since it was very, very B saéfvers, new complters, things ke that?
&  significant expense relative 1o other expenses at 38 ] Ao Mo, not that | recall: | centainly
10 afoot and that space lopped out at 130, so twas a 10 cewld have sesn some sheel summarizing it all, |
11 wvery opporunistic thing also. 1t was not my idea to 11 just donf know, | am sure the management commitbas
1z move. We ran out of space at Highbridge and itwas |12 25 & whole, pariiculary with regard o that at that
13 thairidea that we move. 13 point fikely including Glengthe CFO, et cetera,
14 Q. Did someoné prepare a budget that was 14 would have seen the numbers.
15 shown to you thal schedulad cut costs that were 15 CL You say you could have seen a sheal that
16  expected lo be incurred with the move to your 16  schedubad oul things Bke this, '
17 separate office space? By you, | mean DBZ & Cao. 17 Do'you recall sealng such 2 shast?
18 A, Mo, not that | recall. At that point we 18 A ldomt It was over s years ago now.
19 still ware effectively subsidized by Highbridge. | 18 0. When you were here in February, |
20 know we were cerainly getting ready o be on our 20 believe you sald that you believe by the time Schulte
21 own, but we stlll, as | said, we were as close to 217 Foth was engaged by the management company, which was
32 them as possible. We still leveraged off of them in 22 somedime, | think you said, roughly in June of
23 terms of several non-front office functions. And, 23 0B
24 again, up to that point, if it had - they had 24 A Yes, )
25 covared Kind of all the overhead. So we wouldn't a5 Q. ~.you ware awane of the management fee
Page- 446 Page 448
1 have mowved - It was thair idea. We didn't ask to 1 issue and the alrcrafl purchase ia.su;ﬁ the oany
@ move. We wouldnt have moved it we couldnt have 2 withdrawal managemean tees and the use of the fund
3 afforded i, on g stand-alone basis if we couldn't 3 towards the plane purchasa?
4  have afiorded it We only would have moved had they 4 A. Yes. Agaln, you can check the
5 than subsidized & ) 5 transcrpt, | referred lo an earfier mesting where
& Q. Sois It your understanding that &. David Proshan and Lawrentce Cutler came to me first,
7 Highbridge covared either all or & substantial 7 and | feel confidend that they talked about the
8 portion of the costs associated with moving to & &  managemant fes issue &t that time, | think | sald
&  separate office space? o 8 this, | don't know precissly whether they told me
1o A | don'l know the precise time at which ‘L0 about the advance of the alrplane squity issue then
11 we stopped having subsidization from them. | dont 11 oratthe subsequant meating where they recommended
12 recall the specific ime. Around that fime. But, 12 retaining Schulte..
13 again, this was at their behest for their benefit, 13 Q. But by the time Schulte was retained,
1+  both not only the physical move but the structural 14 youwere aware of both issues, correct?
15  one. 15 A Yas,
16 - lWwas my understanding -~ | might have 16 Q. Did you ever speak with Gruss directly
17 said this baforg, t2ll me f | am repeating - there 17 about these issues? Did you ever ask him why
18 was a nolion, and again | don't know the mechanicsof |18 management fees wers taken early or why the cartain
18 this, that Highbridge had two broker-dealers that 15 tunds were used towards thefs purchase?
20 were somehow involved, | belisve, in ﬁ | recall waes T j20 A | dontl recall, in the fime between
21  converiible bond business, | am not sure why orhow. |21 those two meetings, L might have said — | am
22 And that the notion of 2 spin off was becausa Ron 22 speculafing -
21 Hesnick, the general counsel of Highbridge, 23 MP. SIFFERT: Do you remember?
24 specifically said we he did not want us to be a 24 THE WITNESS: | don't have a specific
i5  "supervised® branch of broker-dealer, | am not sure 25 recollecion,
14 (Pages 445 to 448)
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1 A. | maybe said something to the effect 1 A. That | can recall, it would have been a
2 what is this, because | remembar having it in my 2 team of Schulte lawyers ked primarily by Harry Davis
3 mind\‘ﬁera had been some sort of clerical enor in 3 and Mark Elovitz.
4 the junior pan of the department, but | can tell | 4 Q. Was anyone else present when you had
5 saidto Parry - | just eant remamber, 5 this conversation? '
3 Then by the fima | did know the facts, 13 A 1 don't remember whether # could have
T you know, we definftely did nol speak about it 7 been muitiple corversations. | know there were at
8 Q. When you found oul about these wo B least mulliple meetings. | think we talked about
&  issuet and what they ware, were you displeased, were §  anendance last ime but we might not have, But
10 you unhappy? 10 depending on the mesting, it included people,
11 A Yes, 11 incleding myself, Chriz Suan, Vasan Kesavan, Glanf
12 Di Did you try and find ot — again, this 12 Dubimn, | think Lawrence Culler, David Proshan, Mark
13 s just on your own, you parsonally making inquiries 13 Elovitz, Harry Davis, Holly Weiss,
14 of Gruss or anyona else in the firm -~ why these 14 MR, MURPHY: Whe is Holly Weiss?.
15  events occumed? : 15 THE WITNESS: Sha is an amployment
1s A Beyond potentially caling Pery in that 1s  parnar al Schulie,
17 intervening periad, no, Lawrence and David Proshan 17 A, Paul Roth, Fred Raguscl,
18 came to me, they said we have these couple of Issues. 1g Q. Who is Mir. Ragucci?
19 mu?’éi'm they are immFl came 1o us, we arg 1% A He was a managemeant committee mamber,
20 going 1o get to the batiomp, Then IREy came to me in 20 but he was my personal primary conact. He was lead
21 like May or June and said something to the effect - |21 lending partnéfdeal person,
22 andagain, | don' recall the specific words of the 22  BY MR MURPHY:
23 converselion but the botiom line was that they 23 Q. Al Schulte?
24 thought they were polential isswes and recommended we |24 A Yes.
25  retain Schulte. FH 0. And the praceding name was?
Fage 430 Page 452
1 At that paint, | said absohdely, go 1 A, Paul Roth,
2 ahead. And then | did not - | was not made aware of 2 steve Fredman, F.A. [ IR
3 any finding until the Sunday night at Schalte Bffices 3 Q. Another Schulte -
4 in Seplember, | believe. ) 4 A He ran the tund legal, law lor funds
C And o be clear, the only other thing 5  depariment, fund manegement department.
& for clarty, | was ong of the interviewess of &  BY MA. ALTENBACH:
7 Schulte. 7 Q. Iknow in previcus testimony where we
8 Q. 1 will preface my next question with | 8 were talking about this roster of attendess at
2 am not asking you for anything that is privileged in 2 meefings. | befieve we were talking about the --
10 your response 1o the next question but | am golng to 10 A. This is pretermination, o be clear.
11 askyounow: Did you become awsre at some pointes {11 Q, This is pretermination of Mr. Gruss?
12 towhy? Didsomeone give you a roason why the eary (12 A Yes,
13 withdrawal of management fees occurred? 13 Q. Are these the samas mestings where the
14 MA. SIFFEAT: Start with "yes" or "no” 14  conlents of, il you remember the exhibite we looked
15 and whether it's a pAvileged conversation, 15 atlast ime, the scripts or calls related to
15 Do you have & memory of anybsady telling L6 M. Gruss's termination and the —
17 you why? 17 A. Well, each of the scripts -
1e A | have a mamory ﬁw:@g B85 nauad 18 MR, REYNOLDS: Did you finish the
1% towhy but not saying, they and that 15  question?
20 conversation would have besn & privileged 20 THE withess: [ somy.
21 conversation, 21 Q. And the calls later in Oclober, both of
z2 Q. Can you tell ms who ihe conversation was 22 20067 . :
23 with? Again, [ am not asking what the 23 MR. REYMOLDS: You said was this the
2¢  conversation's contents ware, but who gave you the 24  same masting as.
25 speculaiion? 25 MR, ALTENBACH: . SOy,
15 (Pages 443 to 452)
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1 Q. You were describing that — we wera 1 A, ldiscussed it with Harold Kahn.
2 talking about you lzaming of the management fee 2 Q. And did the purchase take place?
3 Issue and we were laking about you mentioned it was 3 A, No. )
"4 privileged and that it could have besn at a mesting 4 Q. In sarly 2006 did you purchase a unit at
& with these aftendees? ' S 50 Cenlral Park South?
6 MR, REYNOLDS: Mo, When he first g A. There was an enfity of mine that did.
7 leamed about the issue or the second set of 7 Q. Did you own the entity that purchased
8  quesfions, maybe | am wrong, with regard o g ity
o speculation gsto why. 9 A | believe | did or a substantial
10 Those are bwo separate [Ssues, 10 majority. .
11 MR, ALTEMNBACH: You are mxactly fght. il Q. Did anyone else have an ownership
12 Thank you. 12  interest in an entity that purchased 50 Central Park
13 Q. The speculation &3 to why the management 13 South?
14 fens were withdrawn eary, that look place af 14 ‘A, | don't recall.
18 meelings where you just described attendees, comect? 15 Q. Do you know the nama of the entity that
16 MR. SIFFEAT: He said he didnt 16  purchased 50 Central Park South?
17 remember, but you asked who were the atandees al 17 A Lebo somathing. LLEB.O.
18  fthese meetings where it could have happened and these |18 BY MR MURPHY;
19 were aftendses, 18 Q. What does that name mean?
20 BY MR. ALTENBACH: 20 A If's a shorthand term for Mount Lebanon,
21 Q. Solt could have been - striks that. 21 my home town in the suburbs of Pittsburgh.
22 A. Just to answer your guestion, | think 22 BY MA. ALTENBACH:
23 your sabd, you tell me, s that where you deserbed 23 0. Did you provide the capital for this
24 the two soripts and the phone calls, all that was 24 . antity, for Lebo? )
25 post lermination. 25 A Yes Or my or management company did
Page 454 Fags 456
1 Q. Okay. 1 | with knowledge of my ability to - of il lo be )
F Just 1o ba clear here, those three 2 advanced effectively against my - the income that
3 things you testified ware post termination? 3 wascoming to me. That was for equity again, nol for
4 MF. SIFFERT: Thrae things.. 4+ the entire purchase.
s A. The actual defivary-of the message ‘5 Q. You used the term just recently for the
&  reganding the two scripts as well as the round of &  caphal flowing Inlo Lebe; is thal correc!?
7 phone calls, both what we previously reiemed 1o as 7 A Caorecl.
g  round ong and round two, those four items were after 8 Q. Was there a deposil required for
2 'Pery was lerminated. The meetings we were %  purchass of this unit &1 50 Central Park South?
10 discussing ware before he was terminated but also 10 A, Qulie possible. | jusl don recall,
11 included after he was terminated. Butin the anes 11 ©. Was# unit 33 specifically?
12 after he was rerminated, there wera then a growing 12 A. I was second from the top. | dont
13 number of additional potential attendees. 13 recall.
14 Q. Thank you, i4 Q. You dont know the number,
is Also when you were hare in February | is 1 am trying fo think of an easier way to
16  asked if you sver owned home in Connacticut. 1€ relerio it than 50 Central Park South.
17 A, Yes ) 17 Do you know what the fotal purchase
ig Q. You answered no. 16 price of the undt al 50 Central Park South was?
18 Did you investigate the purchase of a 19 A. | think It was about 17 million, And,
20  homs in Connecticut al any point in 20057 20 again, about 510 million was in 8 non-recourse first
21 A Yes ) 21 mongage and then 7 milion of equity, | think,
22 . Did you iask someone with investigating 22  Rough numbears.
23 . the purchase of a home in Connacticut during 2003, 23 Q. Cther than tha $10 milion that was
24 someons within DBZ7 | don't want to know about 124  provided by the non-recourse mongage of what wesyou
25  outside. . 25 think was 510 million provided by the non-recourss
15 (Pages 453 to 456)
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1 mergage, do you know where the other funds towards 1 Q. Or a unit 21 50 Central Park South?

2 the purchase came from? 2 A No.

3 A. | befigve from the managerment company, 3 Q. Can you tell me why that is?

& Q. Do you know how mush from the management 4 A, i was demolished,

5 company? 5 Q. Was it demolishad in preparation for

& A, T milliom, & your gventual occupalion and residence there?

7 Q. Do you know when the 7 milion wes taken 7 A Yes,

8  from the management company? 8 Q. Did you ever move in to 50 Cantral Park

g A No. IF's a process guite simdar to'the §  South? )
10 cne we talked aboul wilh the airpem, Which was | 10 A Mo,
11 worked with Harold to ascenain that it was possible, 11 Q. Why did you not move info 50 Central
12 ieasible and adequately, par his recommendalion, 12 Park South a5 your residance? )
13 papered in a propar way. 13 A, Again, 25 | menfioned befora, we had
14 - And a key paint, like the othar issue, 14  substaniial addiional costs resulting from these
15  wzs thal il was non-recourse financing, 15 activities and —
1€ Q. Do you know if the management company 16 MR, SIFFERT: ‘These acthvities*
17 - secured 2n sddiffonad 510 million losn in March of 17 meaning?
i8 20067 18 THE WITNESS: Perry's and associated 5
19 A. Additional? | am not sure what you 15 ke SchONL
20 mean 30 BY MA. ALTENBACH:
21 Q. Strike the wond additional, 21 Q. "We* maaning who?
22 Did the managemean| company obtain, 1o 22 A The management company -- well, what | -
23 your knowledge, & $10 milfion loan In March of 20067 23 perceive to be the management company. It tumed out
24 A. i thatthe Citibank one that we have 24 0bema,
25  already discussed that you mean? 25 MA. SIFFEAT: What do you mean?

Page 458 Fage 460

1 Q. Fam just asking - 1- THE WITNESS: Woell, basically |

2 A That's the only ané | can recall, 2 covergd -

3 Q. lam just asking whathar you know # the ] 'MA. SIFFERT: Personally?

4 management company oblained a $10 millon boan in 5 THE WITMNEES: | parsonally covered

§  March of 20067 5 Chris's pieca of this, Chris Suan's piece of this,

& A | recall the 310 million Citlhank & Vasan Kesavan's pigce of this, obviously Perry's

T management company loan thal we previously discussed. 7 piece of this, and more than covered Glerys piece,

'8 - Whether — the pracise date il came, | don't recall B His actual contribution o this was negativa, he fook

4 am not sure # what you are retering 1o is 2 adistribution when e capital account was negative.
10 that or nol 1o BY MA, ALTENBACH:
11 Q. Oid M, Kahn apprise you of when the i1 Q. Just so we are clear, when you say you
12  palance of the payments, the 7 milion in equity of 12 covered i, i is from your inferest in the '
13 the payments wers mads towards the purchase of the 13 managemend company, not from your personal Interest;
14 condo? 14 am | understanding that comecty?
15 A Thave no recallection of that, of ths 15 MA. SIFFERT: Whal's the differances?
16  comvarsation. It would not surprise me # he did. 1g MA. ALTENBACH: Well, you have other
17 It wiuld hava been within the context of something he 17 investments, interestoutsida the financial company.
18 would have kepl me abreast of, 18 A It was from income from the management
19 Q. Whan | say apprised you, when | yse the 1% company as well 25 previpusly - 25 well 25 tens of
20 word conversation, | also mean s-mail? 20 miligng of dollars, and we can get the figura for
21 A | ook it that way, . 21 you, of previously defarred income that was broken,
22 Just io be claar, | didnt do ek 22 I think we talked about this process of
23 Q. Did you actualy occupy S0 Central Fark 23 breaking the tax defemral structurs,
14  South? 24 . Wa talked sbout defermal of tha
15 A No. |25 management feas, yes,

17 (Pages 457 to £60)
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1 A, 5o those ware broken and also 1 BY MR. MURPHY"
2 contributed to this process. So David Lea basically 2 0. How could ha racuira iL7
3 tobd me we need fo - [ recall, we need to husband 3 A Well, he invited mysell and David Lee to
4  the resources because wa didnt wani to go and ask 4  his affice, This is during - | don know if it
5 owr investors for this. He said you should go and 5  was before or afier the conclusion of Gikson Dunn.
&  sell the apartment and said do 5o after the one-yaar & Bob Causo aftendsd with him. And he said, |
7 mark because there was some sort of tax if you buughl 7 believe, that | should have $30 million and veu are
B and sold an apariment within one year, & gaing 1o give me $30 milion ar | am going to sue
L] Q. ‘Was it sold? 5 you,
10 A, Yes. 10 | said for what? He said something
11 Q. When wag that, roughly? 11 tfothe % | dond know, bul | am going to.
12 A, | think in Aprl of whatever, maybe 12 [ said, | am trying to do the best here | can for
13 April 2007, It would have been just aftar the 13 ourinvesiors and fof tha management company and my
14 one-year mark of the purchass, 14 family, He said | dont care about your invesiors -
15 Q. Can you just help me, | just struggle 15 ourinvestors really, because he was my partnar - of
1g connacting with how a unit that was purchased through |16 vou of wour family, | ward 530 million,
1 eventually sarve as your parsonal residence, comect? 17 - S0 we were trying to protect the best,
18 A, Yes, . 18 interest of the investors. An unfounded gratuifous
1% Q. That's bought by an entity sat up by you 12 suit from a super well-regarded parson would have
20 and the majority is owned by you; is that right? 20 threatened — you know, would have created, you know,
21 A Yes. _ 21 & dafinitely weakened pn&h'l‘m in tha marketplace,
22 . How that results in additional expense 22 which utﬁmulelygrun unded stories, et cetera,
23 o the management company similar to the way lagal 23 did anyway, risking our Investors. And =0, we
24 cosis in connection with things like the Gibson Dunn #4  crealed a plan, a structured plan where the
23 investigation of the Schulte investigation or work 15 management company, Le., me, because | already
Page 4£2 Page 464
i that - did or something like that? 1 previously coverad Perry, wall he obviously wasn't
z A, It dossn't, ¥ pgoing 1o contribute 1o thal bul commitied prewiously {=
3 MR. SIFFEAT: That's not what he sald, 3 Chris Suan and Vasan Kesavan, 50 etfactively | paid
4 What he said was that he nesded - 4 him 513 million bucks and then we sighed a note for
5 A 1did m1kmmmlmsnmﬁnlngtn 5 17 more. And we said - and we reiterated and shawed
&  have to in addition to spending Fdred millicon &  him backup for the information that said his capial
7 dollars of my personal money in the vadous forms 7 account was nagative. - )
8 that it camea in addition 1o !usihg.wal over half a 8 Q. When you talk about covering Suan and
8  billion dollars invalue inthe entity. || did nof 3 Kesavan - )
10 - know whether | would also be then writing additional 10 A, Just making sure they ware not
11 checks, which, in fact, | effectively did by not — 11 financially hurt by Permy's action,
12 by foregoing distibutions that otherwise would have - 12 MR, SIFFERT: Can | clarify one thing.
13 goneto me, ' 13 Wr. Zwim ks not saying that the
14 QL 1 am just trying to make sure | am 14 agreement to pay Gimqi!ubin was a parsonal obligation
15  undarstanding what you are saying. 15 ol his which he undertook as 3 personal obligation.
16 A, I's a bit emotional for me. 16  He s saying it was an obligaion the management
17 Q. When you say "husband the resources,” 17 company underock, it wes the management company 'y
18 you are talking about your share of Iha managamant 18 obligaton and ha funded . 1t didn't require
18  compamy's resoumes? - 18  anybody else who was an owner of the managament
20 A, Woell, a1 the fime | didn't realize | 20  company o pﬂ‘,r.'h.n"ﬁn‘t as If Mr, Zwim took on a
21 would be subsidizing ali the other partners. | took 21 personal obfigation vis-a-vis Mr. Dubin:it WES
22 the view that | would cover Chrs Suan and Vasan 22 manapement company 2king on the chiligation to
23 Kesavan. Ac|mentioned, when his capital account |23 M, Dubin, which he then underetote
24 was negative, GlenDubin required a very substantial |24 MR, MURPHY: “He" meaning?
25  distribution, which | also coverad, 25 MFA. SIFFERT: Mr. Zwim,
18 (Pages 461 to 464)
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Page 485 Page 467
1 BY MR, MURPHY: 1 one thatindicates it's from Sunday, January 8, 2006,
2 Q. When you salk about covering for 2 actually the one right belaw that, sent Saturday,
1 Kessavan, are you talking about to the extent tha 3 Janvary 7, 2006 10:54 - do you see that?
& they might have had pro rata obiigations o pay for 4 A Yes,
5 the managemeant company expenses in connection with 3 Q. The front line indicates that i's from
&  the investigafion? &  you?
7 A. Correct, yes, 7 A Yes.
8 MR. SIFFERT: There is another piecs 8 Q. Do you recall sending this e-mafl,
8 that Me. 2wim lefl cut, which is that part of this, 5 M. 2wirn?
10 it was also determined that the some investors inone |10 A. No.
il fund benefitted by virue of another of the othar 11 Q. Itis to Mr, Kahn, The last sentence
12 funds, the money being taken from it. And while 12 where it says, "Realize this is a personal thing like
13 Mr. Zwim reimbursed the people who were in the fund 13 the plane. This is quite helpiul to me_*
14 whose money was lost, plus interest, he did not 14 A Yes, :
15 require the other fnvestors to remit the money that 15 G Do you recall writing that?
16  thay had benefitted from by virue of the 16 A No.
17 transaction, so he had an exirz expensa, i7 Q. Siting here today reading this, do you
1B THE WITNESS: That was another 8 168 know what you meant by wriing that lo Mr. Kahn?
13 million. 19 A Well to the extent that people wera
20 MR. ALTENBACH: John, when you say 20 doing their job by giving me acditional bandwidth, we
2L Mr, Zwim reimbursed, | assume it was the same 21 talked about the extent of my scheduls, which we can
22 mechanism through the managament company? 22 talk abowl again, |'said | appresiated it and 1 am
23 MR. SIFFERT: Yes, basicaly ha has 23 just trying 10 = | am basically saying | realize he
24 personally seen to It thal investors personally have 24 is busy too but at the end of the.day, this was very
25 nol been hurt and that nene of his partners were 25 helphul to the firm by virtue of giving me excess
Page 466 Fages 4648
1 hum 1 bandwidth 1o deal with the mechanics of g a0 esking,
2 BY MR. ALTENBACH: z Q. Okay, | will take that back from you,
E Q. Mr. Zwim, the Lebe entity used in tha 3 please
4 purchase of the condo, was ihere a specilic reason 1o 4 {Witness handing.)
§  use that entity as oppased to you personally 5 Q. Mr, Zwimn, the last time you were here
% purchasing and owning the conda? & you mentioned how to your understanding investors ars
7 A. Privacy. ) 7 concemed with performance, the performance of their
8 Q. Can you elaborate? 8 imvestment?
1 A. My personal affairs, where | live, how | ] A Yes
10 live, where my family is are nat the business of e Q. Youused NAV a few timas, they wars
11 other people. 11 concamed with what NAV is?
12 MR. ALTENBACH: 1 will ask he repaner 12 A Yes,
13 o mark this as Exhibit 146, 13 Q. Were investors also concemed with
14  {January 2008 e-mail string was 14 assefs under management as a metrig?
15 marked 2s Exhibi 145 for 15 This is only from what you undarstand
16 identification. } i  through your dealing with investors,
17 2. Mr. Zwim, | am going to give you & 17 A | am not sure of the confesd. | don™t
18  one-page documant which has been marked 148 bearng |18 understand. '
18 the Bates number DBZ COPR-01395871. purports 1o 18 Q. Is the fact that a firm has & bélion
20 be a string of e-mails from January 2008, 20 under management versus a firm that has 1 billion
21 Please lake a moment to raview the 21 under management, is the fact that one firm has more
22 document, 2Z  unde: management, from your industry experience,
21 (Winess complies.) 23 something that is Important to imvestors?
24 A Dkay. I A It depends on the business plan and the
25 Q. Just looking at the s-mail on fop, the 25 strategies of the firm. So | tink what s impertant
15 (Pages 465 to 468)
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. etk Page 46% _ Page 471
1 in that contewxd is the amount of the capital they 1 | thought Mr. Zwim's earBier leslimony
2 have cummansd}ale with the strategies they are 2 ' indicated he was at lsast aware of both the aircralt
3 pPUrSUENG. . 3 purchase before Schulte was retainad.
4 MR, ALTENBACH: ‘Why dont we go off the 4 MR. SIFFERT: He said actually the
£ record. 5 opposie. | believe his testimany has been that
& {Luncheon recess takan.) €  Mr. Proshan and Mr. Cutler ceme fo him and told him
7 MR, ALTENBACH: We are back on the 7 there may be an issue or issues. He doesn't remembar
8 record al 1:45 . 8 whether the aifplane was one of them. He does
] BY MA. ALTENBACH: . 5  beiieve that the eary withdrawal management fees was
10 Q. Mr, 2wirm, during the brealk, did you 10 ona, thal they didn't know the scope of what it was,
11 have any substantive conversations with any member el |11 They said they wanted to look into iL. l-liia said fine,
12 the alf? 12  They came back a few months later ormonth later,
13 A, No, 13 Thay said they thought it was sufficienty mportant
14 0. wir. Zwim, when you ieamed of the 14 togo and seek Schulte's Rdvice on this. He said
1% occurrance of the early withdrawal of the managamant 15 fine. Schufte looked into i and than brought to him
16 fees, al thal time, did you think that the faci that ) 16 whal thay lound.
17 tha early withdrawals had ocourred was somathing that 17 A On a Sunday night In Septambsr.
18 should be disciosed to iweslors? _ 168 BY WA ALTEMBACH:
1% A When | leamed of I, | didnY know what 19 Q. My question didn't relate o any
20 nwas. | dont recall whether | thought of that, | 20 communications you made with or 1o Schulte or
21 was advised by intemal counsel and Lawrance Cullar 21 received from Schulte or Mr. Proshan, It Just
12 theywere going to ook ifto it, they themseives 22 related solely o the extent someone within the fim,
23 dign know whal it was, and brought B back 1o me. 23 it sounds Bkedhwas Lee andior Cutler came fo you?
4 | hink thal was the spring time: Again, lals May, 24 A. Mo, Jl sorry, David Proshan. |f | said
25 searly June they came back &nd sald we think this can 25  Dawvid instead of clarifying that it was David
Page 470 Page 472
1 be an issue, we wan! to bring in Schulte, and [ said 1 Proghan, My mistake.
2 okay. ) 2 Q. David Lee initially came to you?
3 Q. ‘When you say you didni know what it 3 A Mo, David Proshan, general counsel, and
4 was, what do you maan by that? 4  Lawrence Cutier, David Lee was nolin anything but a
.5 A 1s8id, 1o be clear | thought thay told 5  front office role undil he became acting CFO in
[ me they didn't know what it was s previousty to &  conjunction with Pemy's termination.
7 that : k| Q. Mr. Zwirn, | 2m going to hand you what
1 Q. Hhought you said when you first &  hes previously been marked as Exhibil 136. And we
=] leamed you didnt know what it was? % are going 1o talk about a paragraph that's on the
10 AL Yes, | didn't know It because they 10 second page, which is page 14.
11 didn know it. 11 A. May | read 1his?
12 Q. My guestion is: What didnt you know 1z 0. Abschudaly.
13 about the eary withdrawal managemert faes when you |13 (Witness perusing document )
14  firstfound out about t? 14 A. Okay.
15 A Anything of the nature of t. How many, 15 Q. I you would please tum to the second
16  how big, who did it, why they did it 16 page, il has Bates stamp DBZ 14, please.
17 Q. What was the first fact related to the 17 Tha full paragraph above thers is a like
18 sary withdrawal of management fees that you found 18 aheading at the battom of the page that says "Firm
1%  oul aboad? 15 BResponse®.
20 M. SIEFERT: Lat's be careful bacause, 20 Do you sea that?
21 [ am not sure he leamed anything other than from 21 A Yes, | do,
22  Schulte as 2 result of this investigation and seeking 22 Q. Just above there is a paragraph, | will
23 and getiing legal advica. 23 read you e poriion of it, it says, "We also become
24 WA ALTEMBACH: | completely appreciate 24 aware of certain inferfund ransfers over a 1 3-month
25  fhat concem. 25  period that should not have occumed. The nat etect
20 (Pagss 469 to 472)
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