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THE VIDEOGRAFHER: Good morning. We're
on the record. My name is Chris Martin. I'm
the videcgrapher for Veritext Court Eeporting.
Today’s date is June lst, 2011, and the time
is 9:06 a.m.

This deposition is being held at the
office of Susman Godfrey, 560 Lexington
Avenue, New York, Hew York. The caption on
this case is Fortress VEF I LLC and Fortress
Value Recovery Fund LLC versus JEEPERS, Inc.,
respondent, and Financial Trust Company, Inc.,
and JEEPERS, Inc., counterclaimants and third-
party claimants. This is filed with the
Judicial Arbitration and Mediation Service,
Eeference Number 1425006537. The name of the
witness is David Lee.

And at this time will counsel please
introduce themselves for the record.

MR. SUSMAN: Harry Susman for JEEPERS
and FTC, along with Darren Indyke.

ME. ARFEFA: I'm Allan Arffa from Faul,
Weiss, Rifkind, Wharton & Garrison LLP. We
represent the claimants in this proceeding.
Also with me is Hannah Sheoll from Paul, Weiss.

MZ. JCOHMSCN: Megan Johnson from
Fortress,

ME. SIFFERT: John Siffert, Lankler
Siffert & Wohl LLP, on behalf of Dan Zwirn
personally.

ME. O'BRIEN: William O'Brien from
Cooley LLP for the Zwirn entity parties in the
case. There are several of them. I don't
know all the names.

ME. SIFFERT: And you're representing
the witness.

ME. O'BRIEM: And the witnesses.

THE VIDEQGEAPHER: At this time the
court reporter, Laurie Ceollins, will swear in
the witness.”

EXAMINATION BY
ME. SUSMAM:

Q. Mr. Lee, can you give us your address
for the record?

A Sure., 5 5Stokes Farm Reoad, 01ld Tappan,
New Jersey 07675.

Q. Have you given testimony before?

Al Tes.

Q. In connection with this Zwirn fund?

09:06:52
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AL Yes.

0. How many times?

A, I can’t recall specifically, but more
likely than five.

o. Did you give testimony to the SEC?

A No.

Q. In what connection have you given
testimony? What proceedings?

A, Fund-related litigation with specific
counterparties inveolving transactions.

0. Where do yeou currently work?

A, I have my own firm.

0. What is the name of it?

A Colford Capital, C-0-L-F-0-E-D.

Q. What does Colford Capital do?

A It is a merchant banking operation

trying to find acguisitions and advising on
corporate transactions.

Q. How long has Colford been in existence?

A, Today is its first anniversary.

Q. Prior to working at Colford, where did
you work?

L. Dan Zwirn & Co.

0. How long of a gap was there between

when vou left D.B. Zwirn and Colford starting?
ME. OTBRIEN: It's Colford.

Q. I'm sorry, could you spell it?
A. C-0-L-F-0-R-D.
Q. Okay. Got you.

How long of a gap was there between
work —— when you guit at Zwirn or stopped working
and your starting up at Colford?

A, Nene.

Q. Does Dan Zwirn have any connection to
Colford?

AL No.

Q. Anyone who worked with you at the Zwirn
enterprise connected to Colford in any way?

. On an affiliate bhasis, I do utilize the

services of an assistant that previously worked
with me at Dan Zwirn.

0. Is it a he or she?

A, She.

Q. What’s her name?

A, Alicia Ferraro.

Q. And when you say "an affiliate basis,"
does she work somewhere else most of the time?

AL Yes. She actually works for Dan Zwirn

09:09:12
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as well.

Q. S50 you and Dan share the same
assistant?

A Yes.

Q. And "assistant," is she your secretary?

A, Secretary.

o. Do you and Dan share offices?

AL Yes.

o. Where are those offices?

. 595 Madison Awvenues.

Q. Who else aoffices at 595 Madisaon?

A A person named Todd Meister,
M-E-I-5-T-E-R.

0. Did he have any connection to the Zwirn
operation?

AL No.

0. And what business is it that Mr. Zwirn
runs out of 595 Madison Avenus?

A A5 I understand it, he has an

investment firm called Alda Capital that has made
investments in wvarious financial businesses.
(Mr. Schwartz joins proceedings.)

o. Does Colford and Alda make investments
together?

A No, we have not made any investments
together.

Q. Do you and Mr. Zwirn look at
investments together?

A. To date we have not lococked at any
investments together.

Q. Are there plans to do so in the future?

. Nothing definitive or concrete.

o. I had asked you, I think, whether
Mr. Zwirn had any connection to Colford. I also
mean does he provide any financing or investor in
any way.

AL No.

0. How about does Fortress provide any
financing teo Colford?

AL No.

Q. Can you give me your educational
background?

A, Wharton School, University of
Fennsylvania, 1986 bachelor’s.

Q. And then after graduating from Wharton,
where did you go to work?

E. Dillan, Read.

Q. How long were you at Dillon, Read?

09:11:32
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AL
0.
AL
.
A
Q.
A,

Q.
A.
Q.
A.
Q.
a.
Q.
a.
Q.
A.
Q.

A,
0.
A,
.
A,
Fartners
0.
Ventures
A,

Q.
A.
partner’

A little under two years

What were you doing at Dillon,

Eead?

I was an investment banking analyst.

From Dillon, Read where
Lazard.

How long were you at Laz

did you go?

ard?

I left Lazard in January 199%%, so
approximately 11 years.

2And what were you doing

at Lazard?

I was an investment banker,
Where did you go from Lazard?

Sandler Capital.

How long were you at Sandler?

Two years.

What were you doing at Sandler?
Making private equity investments.

Sandler is a hedge fund?

More of a private eguity fund.

FPrivate equity fund?

Okay.

And where is Sandler located?

New York City.

So that takes us up to roughly 20017

Correct.

In 2001 where did you go to work?

I started a firm called

Saturn Venture

How long did you keep operating Saturn

4
For about two years.
What did Saturn Ventures
It was a venture capital
So now 2003, roughly,

I started a firm called

ME. O'BRIEN: Could you
THE WITHNESS: LLJ.
LLJ Capital. What does

It was my last name, my
5 last name, and our wives’

started with J.

Q.

A,
special
0.

I got you.

What did LLJ do?

It was funded by Dan Zwi
situation debt investments.

Was LLJ owned by Dan Zwi

simply the financing was provided?
It was financing was provided.

A.
Q.

How did you come to meet

da?
firm.

where did you go

LLJ Capital.
spell that?

LLJ stand for?
junior
names both

rn to make

rn or just

Dan Zwirn?

09:13:53
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A, I hired Dan Zwirn out of Wharton in
1993, and he worked mostly under my supervision
for the first year and a half as an investment
banking analyst.

Q. S0 that would have been at Lazard?

A Tes.

Q. So you basically gave Dan his first job
in finance?

A, Well, he had a summer internship
before, but I guess his first full-time job.

Q. 2And do you remain friends with Dan?

ME. COTBRIEM: Objection to form.

0. I'm sorry, so from 1993 to 1996,
roughly, he worked for you?

A No, for about a year and a half.

Q. Oh, for just a year and a half?

AL Tes.

Q. And did he leave Lazard in 1994/ 957

. I actually left Lazard in mid "94 and

then returned back te Lazard a year and a half
later. Dan left Lazard in ’95.

. Where did you go during this interim
pericd from Lazard between "94 and '957

A, Toronte Dominion Bank.

0. So as I understand it, you hired Dan,

he was at Lazard, you left; by the time you came
back, then he was leaving?

AL He had left when I came back.

Q. He had left.

A Yes.

Q. Tou remalined friends with Dan from © 25

through 20037
ME. O'BRIEM: Objection to form.

A, We maintained an acguaintance.

Q. So in 2003 when he or D.B. Zwirn
provided the funding for LLJ Capital, how did that
come to be?

A, I reconnected with Dan in 2003 over
lunch, having not seen him for two or three years.
And he discussed with me the possibility of
starting a new business with his funding.

Q. So the funding that you mentioned that
D.BE. Zwirn provided to LLJ Capital, what entity
exactly provided the funding to LLJ? What Zwirn
entity? I'm not so much concerned with the name
as was it one of the hedge funds or was it some
company he ran.

ME. ARFFA: Objection to form.

09:16:47
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A 211 the funding we received came from
the D.B. Zwirn Specialty Opportunities Fund L.FP..

Q. S0 that would have been the onshore
fund; right?

A Correct.

o. And how much funding did they initially
provide to LLJ?

AL It was on a deal-by-deal basis.

. How long did this —-- did LLJ Capital
remain in existence?

A, I remained with LLJ until April 2005.

Q. What happened in April 20057

A I joined D.B. Zwirn & Co.

0. At that point how much -- did LLJ

Capital as of April 2005 get money from anyone
else other than D.B. EZwirn?

AL No.

o. How much money, roughly, by ARpril 2005
did LLJ Capital have invested on behalf of
D.B. Zwirn?

A, I think approximately a hundred
million.

Q. So in 2005 you decided to go in-house,
in effect, with the Zwirn management company?

AL Yes.

ME. OTBRIEM: Objection.
MER. ARFFA: Obijection to form.

Q. And what was wyour position that vyou
started in April 2005 with D.B. Zwirn?

A, I was a managing director.

o. What entity was it that actually
employed you?

E. D.B. Zwirn & Co., L.P.

Q. Were you a partner in D.B. Zwirn & Co.,
L.P.?

AL No.

Q. I meant when you first Jjoined. Did vyou
ever become a partner in D.B. Zwirn & Co., L.P.7

AL No.

0. In the D.B. Zwirn & Co., L.P., what --
it provided investment advisory services?

A. It was the management company on behalf
of the funds and managed accounts.

Q. By that you mean it would provide

management services for the onshore fund, the
offshore fund, and the wvarious managed accounts;
is that right?

AL Yes.

09:19:32
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ME. O'BRIEN: Objection to form.

0. As the managing director, what were
your Jjob responsibilities? What were you doing?
A, Well, I was a managing director, and my

responsibilities were to originate and manage a
portfolico of investments and to also manage a
portfolic of investments that had been originated
by others prior to my arriwval.

Q. And how long were you a managing
director of D.B. Zwirn & Co., L.P.7

A, Until Octaober '06&.

Q. How big was the portfolio of

investments that you were managing between April
05 and October 067

A. North of 300 million.

0. You mentioned a portfolio of
investments that had been made by somecne else
that vyou were managing; is that correct?

A, By others.

o. By others.

Who were the others whe had made those
investments?

AL There was a person named Ivan Zinn and
a person named Cameron Fleming.

Q. Was there some special area of
investments that you were charged —- or type of
investment you were charged with making?

A. I generally focused on an industry,
which was media, telecommunications, and the
services that provided those two industries.

Q. Now, as a managing director, did you
hawve any role in the administrative functions of
the managemesnt company?

A, Nene.

Q. Did you hawve any role in meeting with
the investors in the actual funds or clients who
had managed accounts?

A, I occasionally was asked to come in for
portions of meetings.

Q. What portions of the mestings would
those bhe?

A Most of the time —-- frankly, all the

times that I can remember, I was asked to discuss
the types of investments that I focused on and the
portfolio.

Q. During that time period from April 2005
to October 2006, did you ever have any discussions
with investors about what the terms of any

09:22:46
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investment would be in the funds or in the managed
accounts?

AL No.

Q. Did you, when you were making
investments either at LLJ Capital or when you were
a managing director, make any investments with
Fortress, side by side or in some sort of
partnership?

ME. OTBRIEM: Obijection to form.
ME. ARFFA: Obijection to form.

AL I don't recall closing on any deals
that I originated with Fortress. There were a
number of portfolico investments that had Fortress
as a colnvestor that I inherited from Ivan and
Cameron.

Q. Can you give me a rough estimate of the
size of those investments?

L. 2f each investment or cumulative?

Q. Cumulatively.

A, Including Fortress's piece or D.B.
Zwirn piece?

. Just the D.B. Zwirn piece.

AL I'd have to guess, but I would estimate

200 million.

ME. OTBRIEM: Let me just say that you
shouldn't guess. You can —— if you can
estimate in some range, but just a fat guess
you should not do.

THE WITHESS: Okay.

Mo, I cannot.

Q. What’s that?
A Mo, I cannot.
Q. Was it fair of the 5300 millian

portfolico that you were in charge of looking after
that more than half of those investments had
Fortress as a coparticipant?

AL No, that would be inaccurate bhecause
investments mature and are repaid. So the numbers
that I threw out would be hased -- at least on the

300 north number I threw out earlier was an
approximate running tally, and the guess I threw
out was cumulative.

Q. So that T understand what you're
saying, you’'re saying the 300 was a sort of
average amount of the portfolic over time, at any
point in time, and the 200 million was some amount
of investment that may have run -— churned through
the portfolioc over the year; is that fair?

09:26:07
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MER. ARFFA: Obijection to form.
A. Eoughly.
Q. Did you yourself have any investment in
the onshore or offshore Zwirn funds prior to
October 20067

A Tes.

Q. What were you invested in?

A, The onshore fund.

. When did you make that investment?

A, The spring of 2006.

Q. How large of an investment d4did you
make?

A, 400, 000.

Q. Do you recall what the liguidity option
was that applied to your investment?

A The one year plus liguidity.

Q. Did you make any subseguent investments

into the onsheore funds after this initial
investment?

A, No.

Q. Did you ever invest in the offshore
fund?

AL No.

Q. Did you hawve at any polint any ownership

interest or in any of the Zwirn entities other
than the investment you’'wve mentioned in
offshore —-— onshore fund?

A You'd have to be more specific. I'm
not sure I understand your guestion.

Q. Yeah. Did you have any ownership
interest in any of the —— strike that.

When we started, Mr. O Brien said he is
here representing a bunch of Zwirn entities.
There are entities called Zwirn Heldings,

D.B. Zwirn & Co., L.P., D.B. Zwirn & Co. LC.

Did you hawve any ownership interest in
any size in any entity that had the name Zwirn in
it, other than your investment in the onshore
fund?

A So in your —— I just want to make sure
I understand the guestion. When you’re referring
to the Zwirn entities, are you referring to
entities that are affiliated with the management

company?
Q. Yes,
E. HNo, I did neot.
Q. I'm also referring to just any company

that had the name Zwirn in it, or entity.

09:25%:08
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MER. ARFFA: Obijection to form.
Q. It could have been part of the
management company, it could have been a hedge
fund, any type of entity.

A No.

0. What happened, by the way, to LLJ
Capital?

A, It was acgquired by the onshore fund in
the second half of 2005.

Q. When it was acquired, did you receive a
payment for your ownership interest in LLJ
Capital?

AL Yes.

Q. How much of a payment did you receive?

A Approximately 800,000,

Q. Do you remain a limited partner in the
onshore fund?

A Tes.

o. Did you ever withdraw any of your
initial 5400,000 investment?

A, No.

Q. Prior to October of 2006, did you —-
had you ever heard of Jeffrey Epstein?

AL Yes.

Q. In what connection had you heard of

Mr. Epstein prior to October 20067 And I'm using
that Octeober date because that’'s when I understand
you became the acting CFO.

ME. ARFFA: Obijection to form.

A, I heard of Jeffrey Epstein through
colleagues at Lazard.

0. By the way, what had you heard from
your colleagues at Lazard about Jeffrey Epstein?

A, Not flattering things.

o. Such as?

A, That he was extremely difficult.

Q. Difficult in what way?

A, Generally difficult to do business with
and difficult to negotiate with and belligerent.

Q. Other than what you heard from Lazard
folks about Jeffrey Epstein, had you heard
anything else about him between -- pricr to
October of 20067

A, Other than magazine or newspaper
articles, I do not recall anything else.

Q. Did you know that he was an investor in
the Zwirn fund?

A Prior to October 20067
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Q. Yes,

AL No.

0. FPrior to October 2006, had you ever
heard of an entity called Financial Trust Company?

A, No.

Q. Now, you mentioned ——- oh, I want to ask

you one last guestion about some of the background
we talked about earlier.

How did you and Dan end up sharing
office space currently?

AL When I left, D.B. Zwirn was housed at
Fortress's offices. Dan had a —- and Todd, who
shares that floor, had an empty corner office.

And Dan had also hired Alicia. And so he made an
offer for me to sublet that space, which I found
attractive and decided to put my cffice there.

Q. So you left Fortress or D.B. Zwirn, I'm
sorry, in roughly June of 20107

. May 321, 2010.

o. So you continued to work at

D.B. Zwirn & Co. even after Fortress acquired the
managemsnt company?

ME. OTBRIEM: Objection.

ME. ARFFA: Objection.

Q. I'm sorry, I guess it didn't acguire.
Aftrer Fortress tock over management
responsibilities of the funds, the onshore and
offshore funds —-

ME. ARFFA: Obijection to form.

. —- did vyou become an employee of
Fortress?

A No.

Q2. You remained an employee of
D.B. Zwirn & Co.?

A, Yes.

0. And it moved its offices, then, into
Fortress's offices for some period of time?

AL Yes.

0. And you made the move at that point?

AL Yes.

Q. Fortress took over managemsnt of the
funds in roughly the summer of 20087

A, June 1, 200%.

. So for roughly a year you were working

for D.B. Zwirn & Co. but actually physically
housed at Fortress's facilities?

A, Yes.

. In October of 2006 you became the

09:35:26
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acting CFO of D.B. Zwirn & Co.7?

A. Tes.

. Do you remember what day it was that
you were made the acting CFO in October?

A October 5Sth.

0. Whe suggested to you that you become
the acting CFO?

A, It was a discussion amongst myself, Dan
Zwirn, and David Proshan.

Q. What was the discussion that occurred?

ME. OTBRIEM: I'm just going to caution
the witness, since Mr. Proshan vyou said might
have bheen involved in these conversations, to
not in your answer reveal any communications
that are in the nature of legal advice or
seaeking legal advice.

A, I dont recall the specifics of the
conversation. It"s been a long time ago.
o. At that point you cbvicusly knew that

Perry Gruss was no longer the CFO7?
ME. O'BRIEM: Objection to form.
0. Right?
ME. OTBRIEM: Obijection to form.
ME. ARFFA: Obijection. Can I just have
a rule that if any of us ocbject te form that
it counts for everyone and that way you den’t
have to hear two or three people saying it?
ME. SUSMAMN: Yeah, thatfs fine. I
don’t know how you’re going to do that in
practice, but fair enough.
ME. ARFFA: The first cne to say it;
the others don’t have to.
Al Can you repeat the guestion, please?
Q. Yeah. Before you went to this meeting
with Mr. Zwirn and Mr. Proshan, did you know that
Perry Gruss was no longer the CFO?

A, Yes.

0. How did you learn that Perry Gruss was
no lenger going to be the CFO?

A I learned in a discussion with Lawrence
Cutler owver lunch.

0. The discussion with Mr. Cutler over
lunch, how —-- how many days before or was it the

day before the October 5th, 2006, meeting that you
had?

Al It was on Cctoker 5th.

o. So what did Mr. Cutler tell you at the
lunch that you had?
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A, He told me that Perry Gruss had
resigned the night before. He told me that there
had been an internal investigation and that
investigation had resulted in a number of issues
regarding management company expenses and the use
of money from the funds for the purchase of an
airplane but that it had been remediated but the
decision had been made that Perry had to go and
that we were going to restructure senior
management and implement a number of new
compliance procedures.

0. Did he at the lunch suggest to you that
you might become CFO as part of this
restructuring?

A. No.

Q. Frior to Mr. Cutler telling you at

lunch that there had been this internal
investigation, did you have any hint that there
was an investigation underway?

ME. O'BRIEM: Objection to form.

A, No.

o. S0 was it the news that Mr. Cutler told
you that there had been an internal investigation
that came as a surprise to you; first time you
heard of it was October 5th?

AL Yes.

Q. Had you heard that there were any
issues with Perry Gruss’s Jjob performance at all
prior to October 5th?

A, YTes.

Q. What issues had you heard existed about
his job performance?

Al Dan had informed me around September

15th that he wanted to make management changes and
that he wanted me to consider possibly stepping
into a role of managing the firm in the near
future.

0. When Mr. Zwirn informed you that he
wanted to make management changes, did he
specifically mention Mr. Gruss as one of those
changes he wanted to make?

. HNo, he did not.

Q. I think I asked you what issues you
were aware of about Mr. Gruss®s job performance,
and you told me in response that you had this
discussion with Mr. Zwirn on September 15th.

ME. SIFFERT: Objection.
. My only question is did Mr. Zwirn
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mention Ferry Gruss during this September 15th
conversation.
ME. O'BRIEN: Objection to form.

A, He mentioned that I should spend time
with Perry to learn more about the firm’s business
and finances.

Q. Did you infer from that that there was
some issue that he had with Perry Gruss?

A, I recall making an inference that there
could have been an issue.

Q. Did you ask Mr. Zwirn specifically
whether there was some problem with Perry Gruss's
performance?

A I dont recall asking him that
specifically.
Q. And prior to the September 15th

discussion with Mr. Zwirn, had you heard of any
specific issues with Mr. Gruss's job performance?

A No.
Q2. Did you ask Dan why he wanted to make
managemsnt changes?
A, Yes.
Q. And what did he say?
iDiscussion off the record.)
AL My recollection was that he wanted

somebody who had deal experience in a role of
leadership as opposed to somecone that had more of
an operational background.

Q. So at least during the September 15th
conversation, Mr. Zwirn did not mention to you
that there was any sort of investigation underway
about any sort of improprieties involving
Mr. Gruss?

E. No, he did not.

Q. The only explanation he gave you for
why he might want to make management changes was
to bring somebody with more deal experience into a
leadership role?

AL Yes.

0. How is it, by the way, that you
remember that this discussion with Mr. Zwirn
happened on September 15th, 20067

ME. SIFFERT: Objection.

A, I just happen to remember. There
werse —— there were a number of events that
cccurred in that short window of time that I seem
to have specific recollection of, but cbhvicusly
there are other things I don't.
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Q. S0 between September Sth and October
5th, did you hear any other news about Mr. Gruss’'s
job performance or any investigation about him or
any issue with the management company?

ME. OTBRIEM: I take it you mean

September 15.

ME. SUSMAN: Did I —— I did mean 09:47:02

September 15. Seorry.

ME. ARFFA: Objection to form.

A, Repeat the question.

Q. I'1l ask the gquestion again. Between
September 15th, 2006, and Octcber 5th, 2006, did
you hear any additional information about
Mr. Gruss's Jjob performance or any issues at the
managemant company in terms of how it was being
run?

ME. ARFFA: Obijection to form. 09:47:32
0. Any problems?
A, I was not aware of any problems
associated with Mr. Gruss's performance.
Q. Essentially vyou had a discussion with

Mr. Zwirn on September 15th where he mentioned he
might want to make some changes, and Octaober 5th
you go to lunch with Mr. Cutler and he tells you
Perry Gruss is going to have to leave, you come
back from lunch, and you’'re offered his job on

October 5th? 09:48:00
ME. SIFFERT: Objection as to form.
Q. Is that ——
AL I'm not sure whether that was a
guestion or a statement.
0. Is that the chronology? Do I have it
right?

ME. SIFFERT: Obijection as to form.
A Those two events ocourred on those two
dates, yes.

Q. I just want to make sure I'm not 09:48:17

missing any events that occurred betwsen September
15th and Octeober 5th relative to your becoming
CFO.

ME. ARFFA: Obijection to form.

. Well, once again, define "events."

Q. Any conversations you had with anyone
else, any information you learned in the interim
that gave you some indication you might become the
CE0 or have some leadership role.

ME. ARFFA: Obijection to form. 09:48:45

AL Part of the September 15th and
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subseguent September 18th conwversation with Dan,
as I previously mentioned, Dan suggested I speak
with Perry and some others with regard to learning
about the firm's operations and its finances and
in particular to spend time with Lawrence Cutler
to learn about a number of the operational changes
that were planned.

Q. You mentioned there was a September
18th discussion with Dan? What was that
discussion about?

A, On the 15th he mentioned the idea that
he wanted me to think about that he wanted to
discuss with his partners. ©On the 18th we had a
confirmation discussion that I was interested in
taking on the additional role, and he conferred to
me that his partners were in agreement with him.

Q. By the 18th when you said you were
interested in taking on the additional role, did
you understand that role was going to be the CFO?

A, At that point in time, no. I thought
the role would be more of a president- or CEO-type
role sometime in the future.

0. Did you actually talk teo Mr. Gruss
between September 15th, say, and October 5th,
20067

AL Yes.
0. And what did wou talk to him about?
A. I recall a couple of conversations and

a breakfast meeting where I was trying to gather
as much information as I could from him about the
firm and the funds and its finances and inner

workings.

Q. Did he ask you why vou were asking for
this information?

. Ho, he did not.

Q. Had you ever asked for that kind of
information from him before?

A, No.

0. Did you also meet with Mr. Cutler?

A, Yes.

Q. How many times do you think you met
with him during -- between September 15th and

October 5th in an effort to learn more about the
firm's management?

A, I can"t recall how many times.

Q. And Mr. Gruss during this time period
never, in any of your discussions, let on that he
was under some kind of investigation, perhaps, or
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that his job might be in jeopardy?

A. No.
ME. ARFFA: Obijection to form.
. YTou say you talked to Mr. Gruss about

the firm"s finances. By that do you mean the
management company’s finances or do you also

include the funds’ finances? 09:52:00
AL I would say all of the above.
. During those conversations did

Mr. Gruss tell you anything about the liguidity
needs of the funds, the onshore and offshore
funds?

ME. O'BRIEN: Objection to form.

A. No.
Q. Did he express any concern to you that
the funds did not have a lot of liguidity?
A. Not that I can recall. 09:52:38
Q. So on October 5Sth you were offered the
job of acting CFO; is that right?
A, Yes.
Q. Did you get a pay railse?
A, At that point in time, no.
0. Mr. Cutler had explained to you that

there was this issue with the airplane and the
fund expenses that had been the subject of an
internal investigation. He explained that to you

at lunch; right? 09:53:19
A It was management fees, not fund
exXpenses.
. And you understood it was prepayment —-
early payment of managemsnt fees ——
A Yeah.
o. —— that had occurred, was an issue?
A, Yes.
Q. 2And was that the first you’d ever heard
of investor money being used to finance an
airplane purchase? 09:53:39
AL Yes.
0. And was it alsoc the first you ever
heard of the early payment of management fees?
A. Tes.
Q. Did anybody explain to you why the

managemant fees had been paid earlier or what the
explanation that had been given for that practice
was?

ME. ARFFA: Obijection to form.

ME. OTBRIEM: Since the guestion 09:54:04

doesn’t have a time frame, I'm going to direct
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you to not, in your answer, communicate

something that was communicated to you by

counsel.

A, I recall Lawrence saying that on a
number of occasions management fees were taken
after they were accrued but prior to when they
were payable,

. Did Lawrence explain to you or tell you
what the explanation was for why that had
ococcurred?

A, I can’t really recall at that point in
time.

Q. After you became the acting CFO on
October 5th, was that news then conveyed to all
the other emplovyees that day or the next day?

A. It was conveyed on October %th.

. What was the reason for delaying from
October 5th to October 9th to tell the employees
that vou were the acting CFO?

ME. ARFFA: Obijection to form.

Al There was a strategy to make a
comprehensive announcement to the employees about
Perry’'s departure and other organizational
changes.

Q. After the announcement was made that
you would be acting CFO, did you then make any
effort to contact investors in the funds or
managed accounts to let them know about your new
job responsibilities?

A, There was no effort on my part.

Q. I understand there were a series of
investor calls to inform investors, roughly about
October 10th or October 1lth. Do you recall that
happening?

ME. OTBRIEM: Objection to form.

A, My understanding is that Dan and
possibly others from the IR department made a
number of investor calls I believe starting on
October Sth.

Q. Did you participate in any of those
investor calls in any way?

A I dont recall participating in any of
those round of calls.

0. When did you first hear that there had
been advances made from the offshore fund to the
cnshore fund and from some of the managed accounts
to the onshore fund?

A On October Sth.
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Q. Was it before or after the announcement
of your new Jjob and that Perry was gone?

A After.

Q. Was the announcement in a conference
room?

A, It was in Dan's office with a number of
employees dialed in globally.

o. On a conference call?

AL Yes.

Q. After that meeting how did you then

come to learn about the advances from the cffshore
fund to the onshore fund?

A, Lawrence came to my office, said that
he had had a conversation with Alisa Butchkowski
and that Alisa had told him that when her prior
boss, LesAnn Law, left in the summer of 2006 that
LeehAnn had teold her that the offshore fund was
owed money from the onshore fund and that two of
the accounting employees, Jason Pecora [phonetic]
and Phil Ryu, alsoc knew about it.

o. How much was the amount of these —-- the
money that was owed at that point?

. As of that moment, I didn't know.

Q. Did Larry give you any indication of
how large a sum it was?

AL I can"t recall.

ME. SIFFERT: Lawrence?
ME. SUSMAMN: Lawrence? Is that what it
is? Falir enough.

Q. What was your reaction to Mr. Cutler
telling you about what Alisa had told him?

. Surprise.

Q. And then did Mr. Cutler explain to you
when he’d had this conversation with Alisa?

AL It was shortly after the firm
announcement .

Q. So after you had this conversation with

Mr. Cutler, what did y'all do about this
information you'’d learn from Alisa?

A We asked Alisa to come up to my office,
and also Bob Sumberac, and we asked Alisa to
repeat what she had told Lawrence Jjust earlier.

Q. Did she repeat to you the same thing
that Mr. Cutler had conveyed?

A Tes.

Q. After you had this discussion with
Alisa, what did y'all then do?

AL We asked Jason Pecora to come up to my
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office, and we asked Alisa to yet again explained
what she had just explained. And then we asked
Jason what he knew about this issue that Alisa had
brought to our attention.

Q. Did Jason confirm what Zlisa had said?

. Jason sald he had no idea what we were
talking about.

Q. So what happened after you had this
conversation with Jason and Alisa?

AL I asked Dan Zwirn and the other two

partners, Chris Swan and Vasan, into the office,
and we explained what had just happened in the
conversation with Alisa.

0. And what was their reaction?
A. Dan had a look of utter surprise and
shock, screamed out some expletives. And then I

recall conversation about trying to figure out if
this was true and how do we figure this out.

o. Did y"all come up with a plan to try to
figure ocut if it was true?

ME. O'BRIEM: Objection to form.

A, My recollection is that the first step
we would take would be for Bob Sumberac, who was
the controller, to dig into the firm’s accounting
systems and ledgers to see if he could figure out
whether this was true or not.

Q. So you tasked Bob with going and trying
to dig through the fund’s ledgers to see 1f there
were in fact these monies owed?

AL Tes.

0. And did Bob do that?

A Over the course of the next two days,
yes.

Q. Did he report back in some form?

A Well, we had multiple conversations
over the course of these two days.

Q. Was it all oral? Was there anything

written that was prepared by Mr. Sumberac and
given to you or Mr. Zwirn?

A, I recall a spreadsheet that he put
together at some point during those two days.

Q. So that takes us to roughly like
Dctober 11th, thereabouts?

AL Tes.

Q. Did the spreadsheet show the

outstanding balance of the advance from the
offshore fund to the onsheore fund?
A, The first analysis showed an estimated
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balance of 108 million.
Q. Did that balance materially change over
the subsequent weeks?
ME. O'BRIEN: Objection to form.

. With regard to what we believed the
onshore fund owed the offshore fund, no.
Q. Was there at this point any indication

that there had alsoc been advances from the managed
accounts or the TE fund?

AL As of October 1lth, no.

Q. When did you discover that there had
also been advances from the Highbridge managed
account and the TE fund?

ME. ARFFA: Obijection to form.

A The weekend of the 1l4th and 15th, we
discovered that there was possibly a balance of
approximately 50 million owed from the onshore
fund to the Highbridge account. And we also
thought that there might be balances owed from the
onsheore to the TE account as well.

Q. How did you discover the 550 million
adwvance from the Highbridge account to the onshore
fund?

AL We had engaged Deloitte & Touche that
week to assist us; and as part of some analyses
and work that we saw, a wire transfer.

0. When did Deloitte & Touche get hired,
roughly, relative to Cctober S9th, when you first
heard about the issue from Alisa?

A, It was either that Thursday or that
Friday, =so either the 12th or the 13th.

They were engaged by Fried Frank, so I
don't know if —-

Q. So Fried Frank was also hired roughly
after -— shortly after October 9th?

AL Yes.

Q. Did you participate in any of the

meetings to discuss what would be disclosed to
investors during the Octobker 5th, 10th, and 1llth
series of calls?

A. No.

Q. By the way, when yvou found ocut about
these advances to the onshore fund, did it cause
you concern that this had occurred?

A Tes.

o. And why?

Al Why -— I den’t understand your
guestion.
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Q. What about it was of concern to you?
A It caused a lot of concerns. Cne of

the concerns that was prominent was did we have an

accurate MNAV calculation.

23

Q. Any other concerns?

A Yes, of course.

o. Such as?

AL The guality of the books and records.

. Anything else?

AL I'm not sure —- do you want me to list
out all the emotions I went through that week?

Q. Not really the emotions as much as the

issues that were potentially raised by having
these loans or advances.
ME. ARFFA: Obijection to form.

. Well, as I said, the primary concern
was did we have an accurate NAV. If we did not
have an accurate HNAV, then there were a lot of,
you know, consegquences.

Q2. Was there any -- were you concerned
that —-- about how investors would react to hearing
about it?

AL That would be ocne of the conseguences.

o. But whether or not there was an
accurate MNAV calculation, might investors be
upset? Did you believe investors might be upse
about this having occurred?

A. YTes.

Q. Were there any tax issuss that were
raised by having these loans or advances occur?

t

ME. OBRIEM: Does your guestion have

any time frame?

ME. SUSMAN: Sure this October of 20
time period.

MR. O'BRIEN: The whole month?

MR. SUSMAN: Yeah.

ME. SIFFERT: Well, the concern I
have --

ME. SUSMAN: Look, guys, I'm letting
yvou all do this, but you've got to stop it
Okay? Object to form. Don’t —-- you can
guibble with the guestion all you want.

MER. SIFFERT: To the extent these

involve privileged conversations —— we're
trying to avoid privilege, Harry. That’s
issue.

ME. SUSMAN: So just instruct him.
ME. SIFFERT: It's not disruptive.

06

the
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ME. OfBRIEN: Just instruct him, he
said.

ME. SIFFERT: I'm not ochstructing.

ME. SUSMAN: Just instruct him.

MR. SIFFERT: OQkay. Den't report
anything about conversations with counsel on
these topics.

A, Tax issues would be privileged.

Q. After October 1ldth when you alseo
discovered that there might be money from
Highbridge’s managed account that had been
adwvanced plus you thought there was an issue with
the TE fund, were you inveolved in attempting to
document these loans or advances so that there was
some plece of paper that actually memorialized,
such as a note?

AL Tes.

0. Were in fact notes prepared that
obligated the onshore fund to repay the money at
some point in time?

A. Yes.

. Why didn’t you just have the onshore
fund repay the money as opposed to entering
into a —— a loan agreement that would allow

repayment over some period of time?
ME. ARFFA: Objection to form.
YTou may answer.

A The onshore fund did not necessarily
have the liguidity at that point in time to repay
it guickly.

Q. There was a second series of investor
phone calls like at the end of October; is that
correct?

A, Yes.

Q. Did you participate in those, any of
those calls?

AL Yes.

Q. How many of them did you participate
in?

A I can’t recall specific number.

Q. Was your role to speak during the call
or were you Jjust there listening?

A, The wvast majority of the calls I
listened.

Q. Who else listened with you?

A, It was split amongst Elise Hubsher and
I believe Lawrence Cutler.

. Did you listen to a call that involwved
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Financial Trust Corporation or Jeffrey Epstein?

. No, I did neot, did not.

0. What was the reaction of the investors
on the call that you did listen in on?

. Vast majority were supportive.

0. Were any agitated or upset?

Al I do not recall any of the calls in

which I listened in on an investor openly
expressing agitation.

o. Did you hear from Ms. Hubsher,
Mr. Cutler, or Mr. Zwirn that there had been other
investors who were agitated during these calls,
during calls that you didn't listen to?

A. The only one I can recall was the call
that he had with Financial Trust.

Q. What were you told about the call that
he had with Financial Trust?

. I recall Dan mentioning that Jeffrey
was upset.

Q. Did Mr. Zwirn tell you anvything more
than Jeffrey Epstein was upset?

A, I can’t recall specifically with regard
to that particular call what else was said.

0. We're talking about the second set of

investor calls Mr. Zwirn told you after he had had
one with Financial Trust that Mr. Epstein was

upset?

A. Tes.

Q. At that point you knew who Financial
Trust was and who Mr. Epstein was relative —-- that
they were a big investor in the fund; is that
right?

A, Yes.

Q. Did Mr. EZwirn tell vyou what he planned

to do about Mr. Epstein’'s being upset?
ME. ARFFA: Objection to form.

AL That he was going to call Glenn.

Q. Zlenn?

A, Zlenn Dubin.

0. Did you know who Glenn Dubin was at
that point?

A. Tes.

. Had you ewver spoken yourself to Glenn
Dubin?

. I don"t recall speaking to Glenn prior
to that second call to investors directly.

Q. I don't mean in any capacity. Had he

ever made an investment where you spoke to him at
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any point in time?

A I dont recall speaking to him before
that.

Q. Did Mr. Zwirn explain to you why he was
going to talk to Mr. Dubin about Mr. Epstein being
upset?

A, I recall that Glenn had a close

relationship with Jeffrey and that Dan almost
always conferred with Glenn on matters related to
Jeffrey.

o. In bhetween the time of the second ——
the first set of calls and the second set of
calls, before you made the second set of calls,
you reached out te lenders to the fund; correct?

AL Yes.

0. Who was —-— I think it"s KEBC? Do I have
the initials right?

A, Yes. That was one of the lenders.

Q. It was a lender to both the onshore and
offshore fund?

A, Yes.

Q. Were they the biggest lender?

AL No.

Q. What kind of liquidity did they provide

to the funds?
ME. ARFFA: Objection to form.
A, As of that particular day, they were
actually not a lender. We had a credit agreement
that was in the process of being closed.

. Did you reach out to them because you
were concerned that the issues with Gruss had
potentially —— strike that.

Did you have any problems with any of
the lenders when you told them about the Perry
Gruss issues or these interfund notes?

AL No.
ME. OTBRIEM: Obijection to form.
0. You'wve told me you heard Mr. Epstein

was upset after the second investor call. When
was the first time that wou heard that Mr. Epstein
wanted or was asking for some of his money back
from the fund?

ME. ARFFA: Obijection to form.

A I believe there was a letter faxed to
us around MNovember 13th.
Q2. I'm going so to show you what was

previously marked as Exhibit 5. Is that the
letter?
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(Discussion off the record.)

ME. SUSMAN: I'm not going to ask him
about the document other than is that the
letter you’'re referring to.

ME. ARFFA: What’s the exhibit number?

ME. SUSMAN: It's Exhibit 5.

A, Yes.

. Prior to seeing Exhibit 5, had you
heard from any source that Mr. Epstein might want
some of his money back from the fund?

AL I don't recall that I had heard he
wanted his money back pricr teo this letter.
Q. Now, wyou had told me during the second

set of calls that I think none of the inwvestors
who you listened to were upset or agitated, were
supportive.

Did you hear from Mr. Zwirn or
Mr. Cutler or Ms. Hubsher that any of the
investors on the calls they had listened to had
asked for any of their money back?

Al No, I don’t recall anyone asking for
their money back around those calls.
Q. And certainly in the calls you listened

to, did any of the investors ask for their money
back?

AL Not that I recall.

0. Frior to receiving Exhibit 5, had vyou
dealt with any inwvestors attempting to redeem from
the fund?

A. I don’t believe so.
ME. SUSMAN: I think we've been going
for about an hour and 20 minutes. Do you want

to take a break? 0Or keep going? Whatever you

want to do.

THE VIDEOGRAFHEER: There’s eight
minutes left on the video.

ME. SUSMAN: Let’'s go eight more
minutes.

0. Exhibit 5, how did vou come to see it
first? Did it arrive on the fax machine and
somecone deliver it to you or did somebody
specifically bring it to your attention?

ME. ARFFA: Obijection to form.

A, I don't remember.

Q. After you saw Exhibit 5, did you
participate in the discussions about Mr. Epstein’s
580 million request, on or about November 13th?

A, Can you be more specific? Participate
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with whom?

0. Were there any discussions either on
Movember 13th or, say, the next day that vou
remember about Mr. Epstein’s $80 million regquest?

. I recall us having discussions about
this letter shortly after receiving it.

Q. And who were those discussicons with
that you recall?

k. I believe it included counsel.

Q. A11 of the discussions had included

counsel that you remember?
ME. ARFFA: Objection to form.

AL I can't remember conversations that
didn't include counsel.
Q. Did you have any discussions on

MNovember 13th, that day or the next day, with
anyone from Mr. Epstein’s office about --
specifically about the 580 million reguest?

A, I recall a telephone call with Harry
Beller.

o. And what deo you recall from that
conversation?

AL My recollection was I told Harry that

their inwvestment was subject to a lockup agreement
and that there was a schedule of when certain
tranches of their investment were eligible to be
redeemed and that there certainly was no ability
nor right for them to receive an immediate
liguidated cash interest.

Q. Other than the conversation you Jjust
told me about, did you have any other
conversations with Harry Beller about Mr. Epstein
redeeming on November 13th or November 14th, let’s

say”?
A I only recall one conversation with
Harry during this time frame with this letter.
Q. From the description of the

conversation, had vou already received the letter,
the 580 million regquest, at the time you had the
conversation?

A I believe it was 1in response to
receiving the letter.
Q. And, for example, that’s why you recall

having discussion with him that he could not
immediately redeem the money, which is one of —-
what the Exhibit 5 actually reguests?
A, Yes.
ME. ARFFA: Objection to form.
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Q. Ckay.

If you lock at Exhibit 5, the next page
of it, you’ll see there’s a fax confirm there that
shows that it was sent arcund & ofclock at night
in the evening.

A, Ckay.

Q. So this conversation with Mr. Beller
had to either have occurred later on the evening
of November 13th or sometime on the 1l4th; is that
fair?

ME. ARFFA: Obijection to form.

A, I just don't recall specifically what
time.

Q. I want to make sure Ifwve got your
memory of the conwversation. You told Mr. Beller
that the —-- Mr. Epstein’s investments were subject
to leockups. Do you remember that?

A Tes.

Q. And that there was no right to
immediately withdraw?

A, Yes.

Q. What else do yeou recall from the
conversation?

A, I recall Harry saying Jeffrey wants his
bait back, and that he’ll let the profit ride.

0. Anything else you recall?

AL No.

Q. I think you testified that you told him
that there was —-- did you -- strike that.

When you said the investment was
subject to a lockup agreement, did you explain to
him what the lockup agreement was?

A, I don't recall getting into the
specifics of the lockup agreement.
Q. What did Mr. Beller say to you in

response to your saying the investment was subject
to a lockup agreement?

AL The only thing I can recall Harry
saying is that Jeffrey wants his bait back.

Q. I think you testified you told
Mr. Beller there was a schedule for his —- for —-
some schedule?

A, Yes, that the redemptions were subject

to a lockup agreement that had tranches with dates
assocliated with it.
o. FF had Mr. Beller seen the schedule
that vou were talking about?
ME. OTBRIEM: Objection.
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Q. As far as you know?
AL I dont know.
0. Did you offer to send him the schedule?
A I don't recall.
Q. Did he ask to see the schedule that you
referenced?
A, Mot that I recall.
Q. How did the conversation with
Mr. Beller end?
AL I can't recall.
ME. SUSMAN: All right. Let’'s take a
break.
THE VIDEOGEAFHEER: We're off the
record. The time is 10:28. This is the end
of Tape 1.

(FEecess taken from 10:28 to 10:43.)

(Mr. Indyke joins proceedings.)

THE VIDECGGEAPHER: We're back on the
record. The time is 10:43. This is the
beginning of Tape 2.

o. Mr. Lee, after you had the conversation
with Harry Beller that you discussed, did you tell
anyone about the conversation?

AL I most certainly would have.

Q. Would you have told Dan Zwirn?

o Yes.

0. Do you remember what his reaction was?

A Mo, I don't recall.

0. Did Mr. Zwirn indicate to you whether
he had also talked to Harry Beller?

A, I don't recall.

Q. I want to focus sort of on the time
period shortly after you got the 580 million
request. Did you participate in any discussions

where Glenn Dubin was present or participated in
some way, about the reguest?

AL I recall at least one but maybe more
than one conversation that Dan had with Glenn, but
I was not on the line. I was sitting in his
office.

Q. So you were sitting in Dan’s office
while Dan was talking to Glenn?

A, YTes.

Q. And it was not on a conference call, so
you were just hearing Dan talking to —— his side
of the conversation?

Al Tes.

Q. When did these conversations occur?
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A, Sometime around this date of November
13th.
Q. And you just happened to be in
Mr. Zwirn's office when he called Mr. Dubin up?
ME. OBRIEM: Obijection to form.

. I don"t recall exactly why I was in his
office.
. 2And what do you recall from listening

to those conversations between Mr. Zwirn and
Mr. Dubin about the $80 million reguest?

A, My recollection was Dan was asking
Glenn to have Jeffrey back down.
Q. Did Mr. Zwirn make this request to get

Jeffrey to back do you know more than once to
Mr. Dubin?

A. I can"t recall.

Q. Do you recall the substance of what
Mr. Zwirn was saying to Mr. Dubin to get him to
get Jeffrey to back down?

A, I recall Dan explaining to Glenn or ——
well, let me rephrase that -- asking Glenn to
explain to Jeffrey that he wasn’'t entitled to
immediate payment and that the funds were illiquid
in its investment strategy and that people
couldn’t just withdraw their money on demand. But
that was in the context of Dan trying to have
Glenn explain that to Jeffrey.

Q. Is there anything else you recall from
the conversations you listened in on, or at least
listened in on the Dan side of the conversation
with Mr. Dubin?

. I remember Dan saying the last thing we
need is a lawsuit from Jeffrey.
Q. After Mr. Zwirn had these calls with

Mr. Dubin, did Mr. Zwirn hang up the phone and
tell you what Glenn said to him?

A, I believe he did.

Q. What do you recall Mr. Zwirn telling
you Mr. Dubin had said to him on the call?

A, That I don't remember exactly.

0. Just so I'm clear, is it you recall one

call or two calls where you were listening to the
Zwirn side of a conversation with Mr. Dubin about
the 580 million reguest?

A I recall more than one call, but T
can't remember 1if it was two, three, four.
Q2. It may have been multiple calls that

you recall listening to, at least sitting in the
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office listening to, with Mr. Dubin about the 80
million?

A, A5 I think about it, I think there was
some iteration in the process.
Q. This series of calls occurred after you

received the written demand for $80 million or
before?

AL There may have been a call before
receiving the letter having to do with Jeffrey
being upset.

Q. 2As I understood your testimony earlier
was that until you got the %80 million written
regquest you were unaware that Mr. Epstein wanted
to withdraw his money; is that right?

A That’s my recollection.

Q. Am I correct that the calls that you
would have listened to between Mr. Zwirn and
Mr. Dubin about Mr. Epstein’s request to withdraw
money must have occurred after you got Exhibit 57

ME. O'BRIEM: Objection to form.

A, With regard teo the 80 million reguest,
that would be my recollection.
0. Do you recall that —-- had Mr. Epstein

made some other different request to withdraw
money prior teo the $80 million regquest?

A, I don’t recall Mr. Epstein making a
withdraw to -- or making a request to withdraw
money from the funds prior to this.

Q. During the conversations that you
listened to with Dan and Glenn, did Mr. Zwirn ever
reference any conversations that he had had with
Mr. Epstein?

ME. ARFFA: Obijection to form.

Q. About withdrawing money.

A Not about withdrawing money. I don't
recall any conversations that Dan relayed to me.

Q. Did you participate in any

conversations with Chris Swan about Mr. Epstein’'s
withdraw reguest in the HNovember 2006 time period?
By that I mean any -- were you a participant in
any conversation where Chris Swan was present?
ME. O'BRIEN: <Can you Jjust terminate
the guestion to be that as a whole?
MR. SUSMAN: Yes.

o. During November 2006 do you recall
participating in any discussions where Chris —-
about the %80 million regquest where Chris Swan was
present?
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MER. SIFFERT: Again, not privileged
conversations.

ME. SUSMAN: It can be eitherfor. I
just want to know who was there.

. Many times there were multiple people
in the room. I can’'t recall specifically any time
Chris was in the room; I can't specifically say he
was never in the room.

Q. How many conversations can you recall
discussions that cccurred within the Zwirn
operation —— strike that.

During November 2006 how many
conversations do you recall occurred for the
purpose of discussing this 580 million reguest of
Mr. Epstein’s?

A Specifically with regard to this
request, I can't recall, but I would say numerous.
Q. Just so make sure I'm clear, other than

this conversation that vyou listened to between
Mr. Dubin and Mr. Zwirn, were any of those
conversations ones where lawyers were not present?
AL I can"t recall.
Q. Did you ever listen to any conversation
between Mr. Zwirn and Mr. Epstein about his
request to withdraw money during November 20067

. I don"t recall. I daon't believe I did.
Q. How about any conversation between
Mr. Zwirn and Mr. Beller about the $80 millieon
request?
A I don't recall.
0. Did you take any notes of the

conversations that you listened to where Dan was
talking to Glenn?

A. Ne.

Q. By the way, the conversation that you
say you had with Harry Beller about the 380
million request, did you call Mr. Beller or did he
call you?

A, I believe I called him.

0. How did you know to call him about --
let me ask. Did you know who Harry Beller was —-

A. Tes.

Q. —-- prior to —— when did you first learn
who Harry Beller was?

L. I believe sometime in October.

Q2. Okay. And whe told you who he was?

Al FPeople in the IR department.

. 2And what did they tell you?
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AL Dan also told me.

That he was cagey, be wvery careful what
you say to him.

. They also explained to you that
Mr. Beller represented Mr. Epstein ——

A Tes.

Q. —-— in some capacity?

AL Yes.

. Did you understand what capacity
Mr. Beller represented Mr. Epstein in?

A, At that point in time, I thought he was
a tax accountant for Mr. Epstein.

0. So after you received Exhibit 5, the

S58B0 million request, why did you call Mr. Beller
up, the tax accountant, to discuss it?

A I recall having had other conversations
with Harry prior to this, and so therefore I felt
I had a direct relationship with him
telephonically.

Q. So you had had discussions with
Mr. Beller about cother matters related to the FTC
investment —-

AL Yes.

Q. —-— pricr to the BO million?

o Yes.

0. What were those discussions about?

o He wanted to understand -- or wanted to

know what the monthly performance was in October,
again in early November, and I would explain to
him that the nature of the funds’ assets being
illiguid resulted in our bkeing able to provide
performance data lagged substantially.

He alsoc asked me a number of guestions
about MHew York State-sourced income.

o. So as I understand it, you had had
enough conversations with Mr. Beller that you felt
like he was your point of contact at FTC, so
that's why you called him about the 580 million

reguest?
AL Yes.
Q. Did you make any =ffort to contact
Mr. Epstein directly?
AL No.
. Did somebody ask you to call Mr. Beller

about the 280 million reguest or did yeou do it on
your own initiative?

A, I can't recall.

Q. Did anybody —-—- do you recall anyone
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talking about calling Mr. Epstein up directly to
request him about the 580 million reguest?

AL I don"t recall.

Q. So after these calls that you listened
to with Mr. Zwirn where he’s talking to Mr. Dubin,
what do you recall happening next with
Mr. Epstein’s $B0 million reguest?

AL I recall hearing through Dan, through
Glenn, that Jeffrey was wvery concerned that if he
couldn’t have his SB0 million right away then the
NAYV must not be valid. He wanted to understand
how he came to wvalue the assets and came up with a
net asset value.

MR. OBEIEN: I'm sorry, had you
finished your answer?
THE WITHESS: HNo.

Q. Sorry.

. And I can't recall specifically whether
this cccurred before or after the 80 millicon
request. Jeffrey wanted to speak to Harry Davis

at Schulte Roth specifically with regard to why
Dan’s disclosure in early October didn't allude to
the items that were in the disclosure in late
October, and then that Jeffrey wanted to meet with
PwC and Fried Frank to understand the NAV, and
that BPwC being the auditor would not speak to
investors so that we would have Deloitte make a
presentation as to how the NAV was calculated.

Q. And that meeting was -- a meeting was
set up for you to make a presentation to
Mr. Epstein; correct?

A, Yes, yes, an appointment was made for
sometime that following week, which then had to be
rescheduled for the Tuesday before Thanksgiving.

(Fause.)

0. So at the time the meeting was
scheduled, thereabouts, did you understand that
Mr. Epstein was —— strike that.

At some point was Mr. Epstein’s —- his
redemption reguest was still putstanding. He had

made it in writing and not retracted it; correct?
ME. SIFFERT: Objection to form.
ME. ARFFA: Obijection to form.

Q. At some point did you hear or did you
learn that Mr. Epstein was formally going to
retract his 580 million request?

ME. OTBRIEM: Objection.
. Was going to agree to withdraw it?
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ME. O'BRIEN: Objection to form.
ME. ARFFA: Obijection to form.

A. I was informed sometime in December of
that year, through Dan, through Glenn Dubin, which
was a call I did not participate on, that Jeffrey
wanted to move or assign Financial Trust’s
interest on the onshore fund to a newly formed New
York C Corp. because of some New York
State-sourced income issue he was concerned with
and that if we accommodated his reguest, because
the GP could refuse such a request, that the
redemption issue would go away.

0. Mr. Zwirn informed you of this
agresment that Mr. Epstein had agreed to; you did
not participate in it being —-- the deal being

struck, if wyou will?
ME. ARFFA: Obijection to form.

A, Correct.

Q. You just heard about it second- or
thirdhand?

A, Yes.

Q. And the way Mr. Zwirn described it was

that it was some arrangement that had been agreed
to between Jeffrey and Glenn Dubin; is that right?
ME. COTBRIEM: Objection to form.

AL I don't know if "agreement’s" the word.
I was informed that if we accommodated this
regquest the redemption issue would go away, were
the words I remember.

Q. When you were informed that, had
Mr. Zwirn decided whether to accommodate
Mr. Epstein’s request to transfer the interest?

A, He asked me to look inte whether we
could do it because they wanted to do it postdated
to 1/1/06.

0. 2And you did lock into it; correct?
AL Yes.

0. And determined you could do it?

A, With certain representations from

Financial Trust that we could be comfortable in
doing it since we were within the same tax year.

Q. And vou conveyed that news to
Mr. Zwirn -- is that right? -- that in fact you
could do —— you could accommodate the reguest?
ME. ARFFA: Obijection to form.
A, Yes.
Q. And did Mr. Zwirn indicate to you that

he was then going to accept Mr. Epstein’s proposal
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that he -- wou cardiac date his reguest to
transfer the interest and he would withdraw the
redemption —- or the redemption issue would go
away?
ME. OBRIEM: Obijection to form.

. My understanding was Dan was going to
inform Glenn and Glenn would inform Jeffrey.

. Did your accommodating Mr. Epstein’s

request to transfer the interest from FTC to
JEEPERS, did that take time and effort and money
by D.B. Zwirn & Co.?

AL It toock some time and some effort and
some amount of legal fees to outside counsel to
document.

Q. Ckay.
Now, when Mr. Zwirn --— strike that.
s I understood your testimony,
Mr. Zwirn said that if Mr. Epstein would —— if the

fund would accommodate Mr. Epstein’s request the
redemption issue would go away?

E. It's not the fund accommodating; it's
the GF of the fund.

o. If the GP accommodated Mr. Epstein, the
redemption issue would go away; is that right?

o Yes.

0. And that ocecurred in December, this
conversation?

AL Yes.

Q. So as of December was the redemption

issue still there, still aliwve?

ME. OBRIEM: Obijection to form.

ME. ARFFA: Obijection to form.

A, We never thought it was a redemption or
valid redemption, so we didn't lock at it this
way. We just thought it was somebody demanding
his money back, which he wasn't entitled to. So
that’s how we operated.

0. Did you understand that if —-- strike
that.

If Mr. Epstein did not say the
redemption issue would go away, was the GF willing
to go through this effort to nevertheless
accommodate his transfer of his interest?

ME. O'BRIEN: Objection to form.

ME. ARFFA: Obijection to form.

Al I don’t understand. Can you ask it
again?
Q. ¥Yeah. As I —-- you say that the general
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partner accommodated Mr. Epstein’s desire to
transfer the interest, and Mr. Epstein said that
the redemption issue would go away if you
accommodated him; right?

A, Through Glenn through Dan, vyes.
Q. Ckay.
If -- was the reascn why —— one of the

reasons why you accommodated Mr. Epstein and went
through the effort of helping him transfer it
because you wanted him to make the redemption
issue go away? That was part of the deal, as you
understood it?

ME. O'BRIEN: Objection to form.

A My recollection is that was the only
reason we would have accommodated the regquest from
Mr. Epstein.

0. After the transfer of the interest in
December of f0&/early 07 is when the documents
were signed. Does that sound right to you?

A, My recollection is it was executed
sometime in late December 2006.
. After that point in time when was the

next time that you heard that Mr. Epstein, if at
all, wanted his money back still?

AL I received a phone call message from
Harry on January 31lst, 2007, when I returned. I
happened to be walking down the street in London,
so that’'s —— for some reason I have a specific
recaollection. But he called and said, Where is
Jeffrey’'s money? I said, what do you mean? What
are you talking about? He said, Where is
Jeffrey’'s BO million? I said, You're not entitled
to it and we accommodated your reguest —— transfer
request. We were told that if we did that you'd
stop making these demands, it would go away. He
said, I don’t know what you'’re talking about on
these transfers issues. I just know Jeffrey asked
me where his 80 millien was, so that’s why I'm
calling you.

0. So after you had this conversation with
Mr. Beller —- strike that.

What was your reaction to having this
call with Mr. Beller where he's saying, I want my
80 million, after you had understood Mr. Epstein
sald it was going to go away?

A, I recall being guite angry.

Q. So how did you leave things with
Mr. Beller once you had this call with him on
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January 31lst?

A Something along the lines of if you
want your money back, you have a lockup agreement
and a schedule of redemption dates, and you can
exercise it per the agresment.

0. Did you convey the substance of your
conversation with Mr. Beller with Mr. Zwirn?

AL Yes, of course.

Q. What was his reaction?

AL Anger.

Q. Did he tell you what he was golng teo do

in response to having heard from Mr. Mr. Beller
that Mr. Epstein still wanted his 80 million back?

A I believe he was going to call Glenn.

Q. This series of calls happened on like
January 3lst is what you recall?

A (Mods head.)

Q. What then happened to the 580 million

reguest that had been renewed? What’'s the next
thing you recall?

ME. O'BRIEM: Objection to form.

AL I can"t recall whether there were
conversations that Dan relaved to me involving
Glenn and including his wife, whether they
occurred prior to February ldth or shortly
thereafter. But I don't recall being specifically
involved in any activities or discussions with
regard to Epstein until the morning that they sent
us a subsequent letter, which I think was on
February 1l4th.

0. And what —-- the letter you’re referring
to is a letter that was sent on February l4th
where Mr. Epstein demanded all of his money back?

A, Yes.

ME. OTBRIEM: Objection to form. The
document speaks for itself. But I think we
know what letter we're talking about.

0. What caused you to get back involved
with Mr. Epstein’s withdraw reguest on the morning
of February 14th?

A My recollection is that Harry was
berating some of the junicor staff in the IR
department about receiving some type of schedule
and that the schedule had an error on it. And
then Dan also —— I think Harry also called Dan and
wanted to see the redemption schedule, and I think
he wanted to see a comparison of the redemption
schedule, the current wversion, versus whatever had
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been sent to him back in November.

I also recall a very heated
conversation between Dan and Harry where once
again I sat in Dan's office but was not on the
phone.

o. What do you recall doing on the morning

of February 1l4th regarding Mr. Epstein's
redemption?
ME. ARFFA: Objection to form.

AL I don't recall a redemption on the
morning of the 1ld4th. What I recall was Harry
verbally abusing our IR staff with regard to
gathering certain information. So I decided to
run interference and started examining that
information, working directly with the staff to

make sure I understood what was right or wrong and

to make the corrections and to make sure that what
was sent to him was correct.

o. And your memory 1s that the derating
or ——

ME. ARFFA: Verbal abuse.

o. —-— verbal abuse of the IR staff had —-
by Mr. Beller had to do with Mr. Epstein’s
redemption rights?

ME. ARFFA: Objection to form.

A, I don't believe it was with regard too
his rights. I think it was with regard to a
schedule and an error in a date on that schedule.

Q. The schedule was of what?

A, It was a schedule of eligible
redemption dates and investment tranches eligible
for that redemption date.

Q2. So your memory is that Mr. Beller was
berating the staff prior to February l4th about a
schedule of redemption dates?

AL Yes.

0. And you decided to —— and he was upset
that there was some sort of error on that
schedule?

AL Yes.

Q. And =0 as a consequence you decided to

run interference for them and start dealing with
Mr. Beller?

A Well, that's —— I almost — I always
tried to run interference with Mr. Beller, hecause
he had a history of being abusive to our junior
staff. So on priocr occasions I had asked
Mr. Beller te only call me and not to call any of

11:14:34

11:15:06

11:15:33

11:16:13

11:16:44

EFTA01165446



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

25

41
NCNCERTIFIED ROUGH DEAFT - COMFIDENTIAL

ocur staff members.

Q. You mentioned that Mr. Beller had
wanted to see a comparison of the current version
of redemption schedule versus one he'd received
earlier?

A Yes, I recall a reguest —— I can't
recall whether it was before or after Dan had some
conversation with Harry —-- that we had to send a
comparison schedule.

0. Okay.

So what did you do on the morning of
the 14th with regard to —- strike that.

So let's get the chronology right.
January 31lst you heard from Mr. Beller that
Mr. Epstein wants his B0 million back; right?

A (HMods head.)

Q. &nd on the -- at some point did vyou
hear from your staff that Mr. Beller was
complaining about some redemption schedule that
he'd received priocr to February 14th?

ME. ARFFA: Obijection to form.

A, I don't recall Mr. Beller complaining
about a redemption schedule prior to February
ldth. I don't recall.

Q. The complaints that Mr. Beller had
about the redemption schedule that you're talking
about, did those occur on February 14th?

A I believe they did.

Q. They occurred in the hours right before
you got the letter from Mr. Epstein asking for a
full redemption; right?

L. I believe so.

Q2. Now, after you got the February l4th
letter, did you participate in any discussions
with Mr. -- where Mr. Dubin was present about
Mr. Epstein’s redemption?

A, I don't recall participating in any

conversations between Dan and Glenn where I was on
the phone line.

0. You did not talk directly to Glenn?
A With regard to Epstein, no.
0. As I understand it, you —-- did Dan

convey to you the substance of some conversations
he had with Glenn about Mr. Epstein’s withdraw
regquest during February of 20077

A, I believe so.

o. And what do vyou recall Mr. Zwirn
telling you about those conversations?
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A, Just the general context of my
recollection is that Glenn and Ava, his wife, were
going to try to talk Jeffrey off the ledge, was
the term being used in conveying the conversation.

Q. Did you ever hear what had come of
those conversations?

A, I don't recall any resclution to the 11:20:30
conversations.

Q. Let me talk to you guickly about the
Highbridge managed account. Prior to becoming

CF0, did you have any involvement with the
Highbridge managed account?

AL No.
Q. Did you make any investments for the
Highbridge managed account?
A. I would make investments that would be
funded by the various funds, which may have 11:21:21

included the managed account, but I didn’t have
any involvement with those allocation decisions.

Q. Who made the allocation decisions?

E. Prior to CQctobker of "06, I believe
allocation decisions were the primary
responsibility of Perry Gruss.

Q. Was there anyone in particular who was
responsible for managing the Highbridge managed
account within Zwirn? Is there someone who that
was their primary task? 11:21:5%9

. Frior to Cctober "06, I was not aware
of anyone whose main Jjob was to manage that
managed account.

0. Do you have any idea what role Glenn
Dubin had in managing the Highbridge managed
account?
A, FPrior to Cctobker '0&7
0. Uh-huh.
AL No.
Q. When did you first hear that Highbridge 11:22:34
wanted to withdraw its money from the managed
account?

ME. O'BRIEN: Objection to form.
A At some point between October 06 and
January 07, I was made aware that Highbridge had
exercisaed an option to freeze 50 percent of their
account, but I cant recall whether that freeze
date was Rpril 05 or April "06.
Q. Did you understand that —-—
ME. O'BRIEM: Have you finished 11:23:18
answering the guestion? Have you finished
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your answer?

THE WITHESS: I haven’t finished my
answer.

I believe they had an option to put a
hundred percent of their account into what we
call freeze mode, which is very different from
a liguidation or redemption, in April "07. We 11:23:38
received letters, the same letter addressed to
multiple parties at D.B. Zwirn, in January
2007 that instructed us to freeze their
account and to turn over management of that
account to Highbridge.

Q. Frior to that request in January of
2007, did wou have any indication or hint that
Highbridge intended to try to have the account
actually ligquidated or paid out to them or taken
away from D.B. Zwirn’'s role? 11:24:28

ME. OBRIEM: Objection to form. You
asked multiple guestions there.

Q. Let me ask it this way: As I
understand it, you heard that Highbridge had asked
to freeze part of the account sometime in '06,
which meant that D.B. Zwirn would continue
managing it?

A ¥Yes, under -- under the agreement,

D.B. Zwirn was to manage it, even with a hundred

percent of the managed account in freeze mode. 11:24:50
0. And at their discretion could liguidate

investments and pay them ocut, D.B. Zwirn could?
ME. ARFFA: Obijection to form.

A, Would manage out investments.

Q. When was the first time you heard that
Highbridge wanted to take over immediate control
of the account and take it away from D.B. Zwirn?

A Sometime in late January of 07, we
received by hand messenger multiple —— a single
letter addressed to multiple parties at 11:25:22
D.B. Zwirn.

0. Prior to receiving that lettered, did
you have any hint that Highbridge was going to
take that kind of action of immediately trying to
take control of the account?

AL No.

0. Were you familiar with —-- strike that.

A5 of the end of 06, how did the

assets in the Highbridge managed account compare
to the assets held by the onshore fund, in terms 11:25:53
of the type of investments? Were they identical?
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A, No, they were not identical.
ME. ARFFA: Obijection to form.
A There was a tremendous amount of

overlap in holdings amongst the wvarious funds in
the managed accounts with different allocations
based upon liguidity and tax issues. So nearly
every inwvestment that was in the Highbridge
managed account was a participation in a larger
investment that were held by other funds of

D.B. Zwirn.

Q. 2As I understand it, a big chunk of what
was in the Highbridge managed account was an
investment in some German housing company that was
publicly traded?

A. Tes.

Q. Did the onshore fund and offshore fund
also have investments in that same company or was
that something that was unigque to the Highbridge
managed account?

A, There was an investment in both funds
in that company.
. Given the overlap of investments

between the Highbridge managed account and what
was in the anshore and offshore fund, was there
any concern that if you tried to sell the
Highbridge —-- the assets just in the managed
account that that would negatively impact the
onshore and offshore funds?

ME. O'BRIEN: Objection to form.

A, Absolutely. That was of great concern,
and that's one of the primary reasons, as I
understand it, why the investment managemsnt
agreements did not allow for immediate withdrawals
or liguidation of the Highbridge account and that
they would receive proceeds in the ordinary course
when realized but that terminating the account had
the practical efficacy of not allocating any new
investments to the Highbridge account.

Q. Would the ocpposite be true as well,
that if you sold a bunch of assets in the onshore
fund or offshore fund it could negatively impact
the Highbridge managed account?

ME. ARFFA: Obijection to form.

A, It's gquite possible.

Q. If you had a run on the onshore fund,
for example, and you had to liguidate investments
to pay investors back, could that cause Highbridge
to be unable to sell its assets?
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ME. O'BRIEN: Objection to form.

A. Well, your guestion supposes a
hypothetical that couldn’t happen because of the
redemption schedule in terms and lockups and the
ability for the general partner to gate, to
prevent a run on the bank from investors.

o. If for whatever reason you needed to
ligquidate assets in the onshore fund, for example,
could that make it harder for Highbridge to
ligquidate its assets?

ME. ARFFA: Objection. I think that's
asked and answered.

A You're asking me a hypothetical that
preconditions or presupposes the answer, so I
don’t understand your guestion.

Q. I'm asking —-- how does my hypothetical
presuppose a condition?

A, I said presupposes the answer.

Q. Which what?

A, Well, I interpret your guestion as

saying 1if it rains I'1ll get what. So I don't
understand your gquestion.

Q. Because it follows logically if the
onshore fund has to liguidate its assets
Highbridge would have problems selling its assets?

ME. OTBRIEM: Objection.
MER. ARFFA: Objection.

0. Is that right?

A Not necessarily have problems selling,
but it would potentially cause material harm in
value to the Highbridge assets.

Q. Because they’'re marked teo market, and
if you have to have a fire sale of these assets,
that would then impact the wvalue of the Highbridge
assets that they still held; is that right?

ME. COTBRIEM: Objection to form.

A, That’s a logical conclusion to your

hypothetical guestion.
(Discussion off the record.)
(Exhibit 60, DESCRIFTION, marked for

identification.)
Q. I'm going to show you Exhibit &0.
(Exhibit &1, DESCRIFTION, marked for

identification.)

Q. While we're on that, I'm going to show
you what we're marking as Exhibit 61.

Q. Do you recognize Exhibit 60 and 617

AL Vaguely.
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0. Are the Exhibits 60 and &1 you
e-mailing to yourself these e-mails?
A, Oh, when at some point we were notified

there'd be potential litigation or arbitration, I
put together information for purposes of having it
handy by going through the D.B. Zwirn e-mail
system with certain screens.

. So in January of 2010, you had access
to everyone's —— or at least Mr. Zwirn's e-mail
account at Highbridge -—- I mean at D.B. Zwirn; is
that right?

A Yes, I had acecess to the sntire
D.E. Zwirn e-mail system.

0. Including the e-mails that were not
yours?

A. Tes.

. &nd you went -- and what did you do?

You went through those e-mails trying to find
e-mails that you thought might be relevant to a
dispute with Mr. Epstein?

ME. ARFFA: Obijection to form.

. Yeah, I think so.

o. These are —-— right, these are two
e-mails from 2006 between Mr. Dubin and
Mr. Zwirn —-— right? -- that you originally didn't
hawve any involvement in; right?

AL Correct.

Q. So what do you go back into the system

and search for Mr. Dubin’s name and Mr. Epstein’s
name?
ME. OBRIEM: Obijection to form.

Q. Let me strike that.

A, I can’t remember exactly how I did it.
Q. How did you locate these e-mails, even?
AL There was -- there was a program on our

Outleok system where I ceould search by sender,
keywords, date ranges, a whole host of different
parameters.

Q. How much time did you spend searching
through these old e-mails?

A. I don"t recall.

0. Was it days?

A, I dont recall in terms of how many
days I spent or how much time per day I spent.

o. Was it a big job? Did it take you many
heours?

A, I don't —— I didn’t consider it a big
job. I did net -- I don’t recall it taking up a
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significant amount of time.
0. Did someone ask you to do this?

ME. O'BRIEN: Objection to form.
Objection on privileged grounds, if there is a
privileged response to that.

THE WITHESS: Yeah, there is.

Q. Did counsel ask you to do this or did
you do it on your own initiative?

ME. OTBRIEM: I'm going to chiject to
that guestion on privileged grounds. You can
answer the gquestion as to whether or not you
did it on your own initiative.

Q. Let me ask it this way: Were you given
a specific instruction by somebody to do this,
search through these e-mails? It's a "yes" or
"noo"

A, It's not a "yes" or "ne." I
volunteered that I could gather information to
counsel. Counsel said that would be good.

ME. O'BRIEN: Stop there.
THE WITMESS: Yeah.
(Exhibit 62, DESCRIPTIOM, marked for

identification.)

Q. Let me show you Exhibit 62. Have you
seen Exhibit &2 before?

A, I can’t recall if I saw this specific
one.

Q. Did you participate in preparing state

of the firm talking points that was going to be
given on or about October 30th, 20067

. I recall being frequently active in
prepare state of the firm talking points. I do
not recall if I participated in this specific date
s talking points.

o. Would Mr. Zwirn be the one to sort of
give the state of —- strike that.

Were these talking points for some
meeting of the firm employees?

AL It was common practice once a month on
Monday mornings to have a state of the firm
conference call, which could be attended in person
in the main conference room.

Q. And Mr. Zwirn would —-- would he make
the presentation or would you?

A Dan would.

Q. Number 2 on the talking points says

there have been some rumors about our firm needing
to sell assets in order to meet a large investor
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redemption. These rumors are false.
Do you know what that’s referring to?

A, Ziven that this was the Monday after we
had disclosed to the world our talking points
about the issues and the internal investigation we
werese about to undertake, there were lots of rumors
out there, including pending newspaper articles
that we were aware were being prepared and made
those rumors that were false.

o. S0 in other words there wasn't some
specific rumor about you needing to sell assets to
meet a large investor redemption?

AL There may have been. But as I said,
there ware multiple rumors flying around that
weekend.

(Exhibit 63, DESCRIPTION, marked for
identification.)

o. I'm going to show you real quick
Exhibit 63. You will recognize Exhibit 63 was the
promissory note from the onshore fund to the
offshore fund for the 5108 million?

A, Yes, I recognize this.

Q. 2And you signed it?

AL Yes.

0. The demand note, it recites that there
was a loan made by lender -- it’s on the first
page —-- that there was a loan made by the lender

to the borrower on June 13th, 2005, the maximum
aggregate principal amount of such loan at the
time being 5175 million.
Do you see that on there?
A Tes.
2.
ME. SUSMAN: It's in the defined terms,
Bill.
ME. OTBRIEN: Thank vyou.
0. Was there actually some loan made on
June 13th, 2005, of %175 million?
ME. ARFFA: Objection to form.

AL No, I think the 175 was sort of the
maximum that was outstanding. I think the loan
that was made in June of 05 was 78 million.

. on the Schedule I that you’'re looking
at, is that your handwriting?

A, Yes.

Q. Where it says notation made by DL,
that’'s yeou?

A, Yes.
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0. The information that’s on Schedule I is
information that you got from whom?
A, Beb Sumberac.
Q. Got you.
If you could, just turn to -- there are

these letter agreements at the end of Exhibit &3
dated COctober 3lst, 2006,

AL Yes.

. I just want to run through real gquick,
there are wvarious entities. There's D.B. Zwirn &
Co., L.P.. and that's the manager?

o Yes.

Q. And there’s also something called

D.B. Zwirn Fartners LLC, which was the general
partner of the fund?
AL Of the onshore fund.
Q. Of the onshore fund.
And so D.B, Zwirn & Co., LLP, the
manager, received management fees from the onshore
fund; is that correct?

Al I'm sorry?

Q. Did D.B. Zwirn & Co. LLP ——

AL L.F.

o. -— L.P., I'm sorry, receive management
fees from the onshore fund?

o Correct.

0. And the incentive fee went to D.B.
Zwirn Partners, LLC?

. There was an incentive allocation that
went to LLC.

Q. You were the CFO of both of those
entities; is that right?

A, I can’t recall specifically if I was

the CFO of LLC, but I was the CFO of L.F. at that
point in time.

ME. SIFFERT: It's been an hour.

ME. SUSMAN: Has it? Do you want to
break or do you want to go te 12:30 and have
lunch? What’s your reference? It's kind of
of up to you.

ME. SIFFERT: I don't think we should
go for another 45 minutes.

ME. SUSMAN: Let’s take a break.

THE WITHESS: I'm fine.

THE VIDEOGRAPHER: We're off the
record. The time is 11:42. This is the end
of Tape 2.

(Fecess taken from 11:42 teo 11:50.)
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THE VIDECGEAPHER: We're back on the
record. The time is 11:50. This is the
beginning of Tape 2 -- 3, sorry.

0. If you could, on Exhibit 63, which is
the promissory note from the onshore to the
offshore fund, it recites in the first paragraph
that the —— it says little I, the cutstanding
principal amount of the loan payable on the
earlier to occur of, and it says written demand by
lender and December 31, 2006, maturity date. And
then it little 2 is the interest is repayable.

Was it the expectation when you entered

into this prom sorry note that the loan, the 108
million, would be paid by December 31, 20067

ME. ARFFA: Obijection to form.

A. Tes.

ME. ARFFA: Harry, can I also ask,
there does not appear to be a Bates stamp on
there. I don't think that --

ME. SUSMAMN: Yeah, bhecause it's like a
TI F image. If you notice the signatures and
handwriting, for some reason when it prints
out, it deoesn’t come with a Bates number.
It's on one of your CDs.

ME. OfTBRIEM: This was produced by us?

MR. SUSMAN: Yes.

(Exhibit 64, DESCRIFTION, marked for
identification.)

0. Let me show you Exhibit 64. This is an
unsigned version of a promissory note to —-
between the onshore fund and Highbridge for 3550

million. Do you Know was a note like this
actually executed?

E. Yes, I believe it was.

Q. Again, this states a maturity date of

the esarlier to ocecur of of December 31, 2006, was
listed. Again, was it your expectation that this
50 million would be repaid by the end of the year?

AL Yes.
MER. ARFFA: Obijection to form.
Q. S50 what happened? Why wasn't the

offshore fund repaid and Highbridge repaid by
year—end 20067

A, My recollection is that both of these
loans were repaid by the end of 2006.

Q2. Were new loans put in place?

A, Yes.

Q. So they were refinanced, in effect?
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o No.

Q. What was the difference between the old
notes and the new?

A, In conjunction with our internal

reviews and working with Deloitte, we found that
there were other amounts owed from the onshore
fund to other funds, and those were documsents as
notes as well,

Q. Actually, I preobably marked some of
these. Hold on.
(FPause.)
Q. By the way, when you participated in

the investor calls, there were scripts? When you
listened there was a script that Mr. Zwirn was
supposed to follow?

A. Tes.

Q. Did you participate in drafting or
developing those scripts?

A Tes.

Q. Do you know who else participated in
drafting those scripts?

AL There were a wvery large number of

people who participated in those scripts,
including multiple counsels.

Q. Do you know whether Glenn Dubin was
involved in preparing the scripts?

A, I recall that there was a script
specifically for Glenn. I do not recall if Glenn
macde any comments on that crypt.

Q. You mean a script that Glenn was
specifically supposed to use? For what purpose?

ME. ARFFA: Obijection to form.

A, To the extent he received calls from
investors or other parties asking about the Zwirn
disclosures.

Q. Was it somehow different project the
script that Mr. Zwirn was goling to use?
A, My recollection was that it was

consistent with the Zwirn script but less detailed
so that if detailed gquestions occurred Glenn could
refer them back te Dan.

Q. Were there any particular investors
that you anticipated might call Mr. Dubin or who
Mr. Dubin was tasked with calling?

ME. OBRIEM: Obijection to form.

A, I don’t recall us tasking Mr. Dubin
with making any calls, but we believed he would
receive a large number of calls because many of
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the important investor relationships were
originally sourced through Glenn.

. By the way, were you ever told when
Mr. Dubin first heard object these issues
regarding the financing of the airplane or the
payment of management feess?

Al Yes, I do recall shortly after Perry's
termination Lawrence Cutler telling me that they
had reviewed the results of the Schulte
investigation inteo those two issues at some point
in mid to late September and that Glenn's
conclusion was that Perry had to be fired.

Q. Did Mr. Cutler tell you anything more
about what Mr. Dubin’s reaction was to hearing
about the use of investor funds to finance the
plane or prepayment of management fees?

A, That’s about the only thing I can
remember.

0. Let me show you what’s been previously
marked as Exhibit 38. 0Oh, wait. Can I s=e

Exhibit 38 real guick? I just want to make sure
it's the same.

. (Handing.)
Q. It is. Perfect. Sorry.

This is a series of e-mails in the late
morning of WNovember 13th. Mr. —-- first of all,
who is Anne Colice?

A She was a Jjunior assistant to Dan’s
primary assistant.

0. Was she just Dan’s assistant or did she
work as anyone else’s assistant?

. I think just Dan.

Q. And she sends an e-mail to Mr. Zwirn

that says that Harry Beller has called or these on
the phone and that then that he called and it was
very important. Mr. EZwirn then feorwarded that to
you.

Did you hawve any discussions with
Mr. Zwirn after you got this e-mail about what
Mr. Beller was calling about?

A. I don"t recall.

Q. You —— upon getting the e-mail you then
forward it to Elise Hubsher. Why did you do that?

A, I don't recall.

Q. ¥You have here a note: Mesd their

redemption schedule. Why were you asking her for
Mr. Epstein's redemption schedule?
A, I just don't recall.
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Q. Let me show you what’s been previously
marked as Exhibit 39. Do you recognize Exhibit 39
as Ms. Hubsher sending you a redemption schedule
for Financial Trust?

A I don't see an e-mail from Ms. Hubsher
to me here.

Q. If you look at the top, it's —- oh, is
this different? Maybe.

MR. O'BRIEN: Let me see.

Q. Sorry, let me show vyvou Exhibit 40. I
apologize.

AL Okay.

0. Exhibit 40, do you recognize it as an

e-mail from Ms. —-

ME. ARFFA: Sorry, which?

ME. SUSMAN: This is Exhibit 40.

ME. ARFFA: What is the Bates stamp?

ME. SUSMAN: The Bates stamp is
DBZCO-FTC_2114 is the first page.

ME. ARFFA: That’s Exhibit 407

ME. SUSMAN: That’'s Exhibit 40.

. Do you recognize Exhibit 40 as
Ms. Hubsher then sending you this redemption
schedule for FTC?

ME. ARFFA: I just want to put on the
record, as we did last time, where the names
of other investors appear, we do ask that that
be treated as confidential.

ME. SIFFERT: It’s on the first page of
the document.

A, I see what's on top here. I don't
recall specifically this e-mail.

Q2. Do you know what you would have —-
why -— what you would have been deoing with the FTC

redemption schedule on November 13th, 2006, during
the day?
ME. OTBRIEM: Obijection to form.

A, I can’t recall specifically this
e-mail.

Q. Do you recall reviewing this redemption
schedule on November 13th, 20067

A I dont actually recall reviewing it,
but that doesn’t mean I didn’'t.

Q. Okay. Do you recall sending it to
anyone else?

A, No.

Q. Did you ever specifically send this

redemption schedule to Harry Beller on or about
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November 13th, 20067

A I just don't recall.

Q. In your reviewing of the old e-mails
that are archived at D.B. Zwirn, have you ever
seen any evidence of anybody sending this
redemption schedule to Harry Beller on or about
November 13th, 20067

AL I don"t recall.

. Let me just for ease show you again
another copy of Exhibit 5. You'wve got it there.

AL Okay.

0. That’s the 580 million request. You
see there’'s -- the first sentence of it begins, As

per our conversation, I hereby instruct you to
ligquidate an interest in the amount of 580
million?

Did you discuss with Mr. Zwirn what
conversation Mr. Epstein was referring to?

A, I remember Dan denying that he ever
promised Jeffrey 580 million. But I den’t recall,
prior to receiving -— or seeing a copy of this

letter, Dan mentioning a conversation with Jeffrey

regarding BO millien.

0. After you got the letter, did you have
any conversations with Mr. Zwirn about whether he
had had some conversation with Mr. Epstein about
580 million?

A. As I stated, I remember Dan denying
that he was ever promised Jeffrey 580 million.
0. How did it come up that Mr. Zwirn was

denying that he ever promised Mr. Epstein 80
million? Why did Mr. Zwirn say that to you?
ME. ARFFA: Obijection to form.

A, Because it's in the letter.

Q. 2And so did you ask Mr. Zwirn
specifically: Did you promise Mr. Epstein 80
millien?

AL I can"t remember exactly how I phrased
the guestion, but I do recall saying why would
Jeffrey think he was entitled to 580 million,
something along those lines.

0. Dan said in response what?

A, Absolutely there’s no way in the world
I would have promised that. It’s completely
illogical. He's not entitled to it.

Q2. Correct you thought Mr. Epstein's
requests, these redemption requests, he sent in
were bogus; is that right?
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ME. O'BRIEN: Objection to form.

A. I'm not sure of the ultimate definition
of bogus, but we didn't think that they were wvalid
redemption reguests.

(Exhibit 65, DESCRIPTIOM, marked for
identification.)

Q. Let me show you Exhibit 65. This is an
e-mail from you to the auditors and Mr. Lisbowitz.
You say, With you forward to our audit partner the
correspondence between us and Epstein re his bogus
redemption request; right?

A, Uh-huh.

Q. I assume you include within the bogus
redemption requests Exhibit 5; right? That's the
580 million letter that’s here (indicating).

A. I'm not sure whether I'm referring to
that or to the February letter.
0. Well, wyou thought they both were bogus,

that’"s why vou say his bogus redemption requests;
right?
ME. SIFFERT: May I just have a moment
with counsel?

A, I'm not sure why this isn't privileged.

iDiscussion off the record.)

0. Fut aside Exhikit &65. We'll deal with
it later. Mr. Lee, you thought Exhibit 5 was
bogus -- right? -- the B0 million?

A Apparently I did at the time I wrote
this e-mail.

Q. Yeah, okay.

o. Did you have any discussions with

Mr. Zwirn about putting in writing to Mr. Epstein
immediately after you got the %8B0 million reguest
something saying this is bogus or silly or
ridiculous or you're lying when you suggest,
anything to that effect?

ME. ARFFA: Obijection to form.

0. Did y"all discuss that?

. I believe we did, but most of those
conversations were privileged.

Q. Were any of them not privileged?

A It's possible, but I can't recall the

specifics of ones that were or were not.
ME. O'BRIEN: Can I say with regard to
Exhibit 65 an issue comes up it appears to be
a privileged communication that should not
have been produced. So I'm just putting you
on notice right now of that, and we will
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follow up with that. I just wanted to give

you notice of that immediately.

ME. SUSMAMN: We'll deal with it. I'm
not guite sure how that could be privileged,
but no point in fighting about it.

Q. So am I correct, Mr. Lee, that without
violating the privilege wyou can’t explain to me
why D.B. Zwirn didn’t respond in writing to
Mr. Epstein's $B0 million request at the time and
explain it was invalid or anything to that effect?

ME. ARFFA: Obijection to form.

ME. COTBRIEM: Objection to form.

Without revealing privileged
communications, if you can answer that
guestion, if you understand the gquestion, vou
can.

A, The conclusions as to why we didn’t
respond were based upon legal advice.

Q. Now, you mentioned the meeting with
Mr. Epstein where it was canceled, set up. I'm
going to show you, to refresh memory, Exhibit &6.

(Exhibit 66, DESCRIPTION, marked for
identification.)

0. You recall that you had flown in from
Florida to attend the meeting, and it was canceled
while you were in the air?

A Yes, I remember that pretty wviwvidly.

Q. You were on Thanksgiving break with
your familwy?

A (Mods head.)

(Exhibit 67, DESCRIPTIOM, marked for

identification.)

Q. Let me show you Exhibit &7. This is
the day —-—- wyou sent an e-mail to Mr. Zwirn I guess

the day the meeting was canceled November Zlst
saying did you end up chatting with him at 10 a.m.
today, Mr. Epstein, and then Mr. Zwirn responds to
you; correct?

A, Yes.

Q. Okay. And Mr. Zwirn at the end says
bottom line we are showing extreme fealty, which
iz what he wants. I realize the absolute bizarre

nature of this response, but critical to keep him
capital.

Did you understand why Mr. Zwirn
thought it was -- why Mr. Epstein wanted vyou to
show extreme fealty to him?

ME. ARFFA: Objection to form.
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A Can you ask the guestion again?

0. Yeah. Mr. Zwirn is saying, We're
showing extreme fealty, which is what he wants.

A Okay. Yeah, I read that.

o. Did you have any understanding where
Mr. Zwirn got that idea from?

A, We —— Dan believed that Jeffrey liked
to be kowtowed to, was a comment he had made to me
before. So that would be consistent with that
statement.

0. So Dan believed that he —-— what Jeffrey

really wanted was just for Dan to kowtow to him?
MER. O'BRIEN: Objection.

Q. Is that ——
ME. O'BRIEN: Objection to form.
A Ask the question again.
. Are you saying did you understand that

Dan thought it was necessary to kowtow to Jeffrey?
ME. ARFFA: Obijection to form.

E. Yes, I believe it was —— Dan believed
it was necessary to kowtow to Jeffrey.
. Did you understand why Dan said, I

realize the absolute bizarre nature of this
process but critical to keep him happy.

Why was it critical to keep Mr. Epstein
happy?

A, In light of our announcements and
negative press and pending SEC investigation, we
thought the last thing we needed was litigation
from a major investor who was constantly in the
press himself for his other issues.

Q. Now I want to show you what have been
previously marked as Exhibit 31. Then I'm going
to show you what I marked as Exhibit 68.

(Exhibit 68, DESCRIPTION, marked for
identification.)
ME. OTBRIEM: I'm just goling to look at

Exhibit 31, which I don't have a copy of.

ME. SUSMAMN: Sure.

Q. Do you see that —-- am I -- does it look
to to you what Exhibit 68 is you forwarding on an
e-mail that you had received from Cara Howe on
October 18th, 2006, titled "redemption schedule"?

A, That would be a logical conclusion.

Q. And if you look at Exhibit 31, isn't
that the original of the e-mail that you received
on October 18th, 2006, from Ms. Howe?

A I have no reason to believe that this
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is —-- that the answer is not yes.

Q. Okay. Why were you —-- and if wyou look,
Exhibit 31 is a spreadsheet that shows a —-

ME. ARFFA: Do you have 317

ME. SUSMAN: I don't have copies with
me . It was previously marked. I don't have a
copy myself.

Q. It's a spreadsheet that shows the
redemption rights of wvarious investors.

AL Yes.

ME. OTBRIEM: When he asks gquestions
like that abeout a thick document, at least
take the time to loock at it to see whether
it’s correct.

0. Who is Brian ray burn CE?

A Brian was a mid level lending cfficer
at Citibank and was part of the group that was in
charge of the loan that Citibank had made to
D.B. & Co., the management company.

o. This was a loan that allowed the
management company to fund its operations; right?

A, It was a working capital leoan.

0. For the management company itself?

AL For the management company.

0. To pay the management company exdpenses;
right?

A, Well, money’s fungible, but yes, it was
a loan to the management company.

Q. Why were you sending to Mr. Ray burn
this redemption schedule for the redemption —- for

the potential redemptions of investors in the
funds themselves?

A, Because that would have a material
impact on the potential revenue of the management
company if its assets under management were to
decline. And so therefore as part of his
diligence, he presumably wanted to have a sense of
what the AUM profile would lock like to support
our revenue projections to support the loan.

0. So, in other words, was Citi attempting
to see in November of 2006 or to make sure that
investors could not withdraw in large numbers from
the funds, which would have a bad impact on the
managemsant company?

ME. OBRIEM: Obijection to form.
ME. ARFFA: Obijection to form.

A, I can’t recall specifically why he

wanted to see it, but in conjunction with his
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duties as a leoan officer, it would make sense for
him to look at something so material to the
operations of the management company.

Q. We talked esarlier about the transfer
from FTC to JEEPERS. You were invelved in
documenting the assignment from FTC to JEEFPERS;
correct?

ME. ARFFA: Objection, asked and
answered, I believe.

AL I had some level of supervisory
involvement of David Proshan, who was dealing
directly I believe with Darren Indyke.

Q. Do you recall that there was a release
in the assignment that was originally drafted?
A I recall specifically asking for a

release from Financial Trust and JEEFERS that the
reason for their transfer or whatever reasons for
their transfer would have no negative implications
to D.B. Zwirn & Co. because we had no idea as to
specifically why they were trying to make this
confer.

(Exhibkit &%, DESCRIPTION, marked for

identification.)

0. Let me show you what I am going to mark

as Exhibit 69. Do you recognize this as draft of
an assignment between FTC and JEEPERS that
Mr. Froshan sent to Mr. Epstein’s representative
Mr. George Delson, I believe was his name?

A I don’t recognize the
gdbassociatesfaol.com.

o. Do you recognize this is a draft
assignment?

Al It appears to be.

Q. If you look on page 3, it's F — 1it's

DBECOFTC_GB0O is the Bates number you see there is
a clause that says assignor and assignee does
hereby release and forever discharge the
indemnified persons from all claims, debts,

liabilities, demands, and it continues on. Okay?
With respect to arising out of this interest or
assignment. Do you see that? That's the release
that was proposed?

A, That was the release that was proposed
by David Proshan.

0. If you turn to the paragraph before on

page DBICOFTC_679, there's a paragraph: Each of

assignor and assignee does hereby agree to Jjointly

and severally to indemnify and hold harmless the
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fund; right? That’'s an indemnification. You know

the difference between indemnification and
release; right?

A Yes, I do.
ME. ARFFA: Obijection to form.
Q. So you asked to be indemnified in case

somehow you guys got in trouble because of the
assignment; right?

AL When you say "we," to whom are you
referring?

Q. DBZ.

A Well, I can't speak to what was

motivating Mr. Froshan on this draft te put these
clauses in other than there would be an obvious
benefit if JEEFERS were Lo agree to it.

(Exhibit 70, DESCRIFTION, marked for

identification.)

Q. Let me show you Exhibit 70. After the
assignment, the draft, was sent to Mr. Epstein,
Mr. Epstein objected to the release —— right? ——

and Mr. Proshan informed you and Mr. Dubin of
that?

. Yes, I recall this.

0. Was the reason for the release that you
had proposed in part to make sure that Mr. Epstein
couldn’t resurrect his B0 million request?

ME. O'BRIEN: Objection, asked and

answered.
A. David acted —-
ME. O'BRIEN: Just answer the guestion.
. I don’t know what the guestion is. You
made a statement. Do you want to ask a guestion?
Q. No, it's a question. Is one of the

reascns why you scought to get a release as part of
this assignment was to make sure that Mr. Epstein
could not resurrect the $80 million request, that
it had gone away for good?

AL When you say "you," are vyou referring
to me?

Q. I'm talking about the entity for which
you were the CFO.

A. Once again, I do not know —- my

recollection is until I saw this I wasn't aware
that David PFroshan was asking for this.

0. You have no memory of asking —-— that
you asked for a release or what happened with the
release?

AL No, I have a memory that I thought he
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was asking for too much, and I instructed him --

MR. OFBRIEN: Just —— you can talk
about —-- inches okay.
MER. OTBRIEN: -- what you thought, but

in terms of communications with counsel, do
not answer.

Al My thought when I saw this was that
this was overreaching.

. Asking for the release?

AL Yes.

Q. 2nd why did vou think it was
overreaching?

A I just thought it was.

Q. Tou can’t remember any reason why other

than just you thought it was overreaching? That’'s
it?
ME. ARFFA: Obijection to form.

. My sense of what was fair to ask for in
light of what this accommodation was to accomplish
that asking for a blanket release on anything and
everything was just too much.

o. Well, did you want to get a release, at
a minimum, of Mr. Epstein’s $80 million reguest?

A, That falls into privilege.

Q. Did you hawve any direct discussions

with Mr. Epstein or any of his representatives
about the terms in the release sheould be, or the
assignment, rather, should be?
ME. O"BEIEMN: I'm sorry, which one are
we asking about?
ME. SUSMAN: The assignment.

A, I do not recall having any
conversations with Epstein or his representatives.
Q. In addition the assignment, do you

recall that JEEPERS filled cut a subscription
document, a new subscription agreement?

AL I dont recall that ane.

(Exhibit 71, DESCRIPTION, marked for
identification.)
0. I show you Exhibit 71.

ME. ARFFA: What's the number on this?
ME. SUSMAMN: It*s Exhibit 71.
(Discussion off the record.)

Q. Do you recall reviewing Exhibit 71 at
any point in time?
A, No.
(Exhibit 72, DESCRIPTIOM, marked for
identification.)
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Q. Let me show you what’s been previously
marked but I'm going to mark it again. It's
Exhibit 72. ERemember you said earlier that

Mr. Beller had been calling up prior to February
l4th and berating people about the roll justify
schedule or redemption schedule?

ME. O'BRIEM: Objection to form.

That's not my recollection of what his

testimony was.

MR. SUSMAN: Yeah.

A, No, my recollection of my testimony is
that he was berating on February 14th. I think I
stated there were prior occasions he had berated
people and he had been instructed to speak only to
me .

Q. Does Exhibit 73 refresh your memory
that what he had been berating pecople about and
what had to do with the capital balances and the
numbers he was getting and that in response to
that on February 12th you asked that he be
instructed to only speak to you?

ME. ARFFA: Objection to form.

AL That does refresh my memory.

(Exhibkit 73, DESCRIPTION, marked for
identification.)
0. Let me show you Exhibit 73. This is ——

MR. ARFFA: Seventy-three?

MR. SUSMAN: Seventy-threes.

Q. This is an e-mail that you sent early
in the morning of February l4th at & a.m. It says
the detailed redemption roll-off schedule for
Jeffrey Epstein.

Do you know what had coccurred to cause
you to want to ask for the roll-off schedule for
Jeffrey Epstein either sometime before 6 a.m. in
the morning on February l4th or on February 137

A, I can't remember what precipitated it.

0. You just have no memory why on the 14th
you are making this request?

A I can’t recall specifically why I was
making this request.

Q. Now, wyou did say that you had a call

with Mr. Beller on January 31st where he had asked
about the B0 million; right?

A, Yes.

o. That was the one when you were in
London?

A Yes,
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Q. And do you recall any discussions
betwsen the January 31st call with Mr. Beller and
the morning of February 1l4th at & a.m. with anyone
about Mr. Epstein’s redemption rights?

. Well, I remember having or making a
phone call after hanging up with Harry to inform
them about that conversation. I do not recall any

conversations about Epstein’s redemption or
roll-off between January 31lst and February 1l4th.
(Exhibit 74, DESCRIPTION, marked for
identification.)

0. Let me somehow you Exhibit 74. This is
an e-mail from Dan Zwirn to Mr. Dubin on February
ldth, 2007. This is at 9 a.m. in the morning.

And Mr. Zwirn writes, This is what I sent to you.
We had also sent to Harry Beller and reviewed with
him in excruciating detail. And the title is
attached Financial Trust 1/1/13/06.
Had you sent the attached schedule to
Mr. Beller before February l1l4th, 20077
ME. ARFFA: I just want to put on the
record that we request confidential treatment
as to the names of the other investors.

AL I believe I had, but I can't recall
with definitiveness if I did.

Q. When do you believe you had sent it to
them prior to February ldth at 9 a.m. in the
morning?

A. Sometime around that November 13th
letter =~ .

o. And you would have sent it to him by
e-mail; right?

A, I just can't recall.

Q2. Well, when you say vou believe you sent
him the redemption schedule, did you tell Dan
Zwirn that you had sent him -- sent Harry Beller
the redemption schedule?

. I believe —— I believe so, but I can’t
recall for sure.

Q. Why is it that you belisve that you

sent Mr. Beller the redemption schedule sometime
around November 13th, 20067
ME. ARFFA: Obijection to form.

A, I dont know why I believe it. I just
believe I did.
Q. I think I asked you before, but to this

day you'we seen no evidence that you actually did
send the redemption schedule to Mr. Beller back in
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November of f06; right?

A. You have not presented me any evidence
of that, no.

Q. Well, and you haven't found any when
you went searching for the old e-mails; right?

. I didn"t go searching for these types
of e-mails, so...

Q. Well, in your review of historic

documents, wyou haven’t seen evidence of you
forwarding a redemption schedule to Mr. Beller on
February 13th, 20067

ME. ARFFA: Objection to form.

A In my wery limited review of documents,
I have not seen any evidence that I forwarded.
0. When Mr. Zwirn sent this e-mail to

Mr. Dubin that says, we have sent to Harry Beller
and reviewed with him in excruciating detail, did
you understand Mr. Zwirn was talking about vyou,
David Lee, that that's the "we" who sent it to
Harry Beller and went over it with him in
excruciating detail?

ME. OTBRIEM: Obijection to form.

AL I can’t remember with that lewvel of
detail with regard to this e-mail from four vyears
ago.

0. Did you ever ask Mr. Zwirn what he was
referring to when he said we had also sent to
Harry Beller and reviewed with him in excruciating
detail?

A, I dont recall asking him that.

Q. And Mr. Zwirn says, we will resend to
Harry and Jeffrey and go through it again in as
much detail as they would like; right? That’s how
he ends the e-mail; correct?

AL That’s what I read.

0. And then you —-- Exhibit 21, you
actually sent this e-mail. You forwarded it to
Mr. Beller; correct?

AL Apparently.

Q. And do vou recall what Mr. Beller's

reaction was when he gobt Exhibit 217
ME. O'BRIEN: Objection to form.

Q. Do you?
A Mo, I don't recall.
(Exhibit 75, DESCRIPTION, marked for
identification.)
Q. Let me show you Exhibit 75. Do you

recognize Exhibit 75 as you sending another
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schedule to Mr. Beller and to a woman hamed Lesly
who you believe to be Mr. Epstein’s assistant?

A

.
right?

A

o.
Mr. Beller

I cant recall who Lesly is.
At a minimum you send it to Mr. Beller;

Apparently.

And why did vou send Exhibit 75 to
after having sent him Exhibit 217

ME. ARFEFA: Sorry, what’s the new one,;

exhibit? What’s the JE 26407

you.
B,
Q.
A,

ME. OTBRIEM: Thatfs Exhibit 75.
ME. SUSMAN: Seventy five.
ME. ARFFA: That’'s Exhibit 75. Thank

I cant recall.
Do you have any ——
I believe it was because there was an

error in the schedule we sent, so we were trying
to send him an amended one.

.
schedule?
A.

Q.

There was an error in the Exhibit 21

Yes,
Which was the schedule from back from

November of 20067

AL

2.

AL
was.

Q.

Yeah, I think so.
Do you remember what the error was?
I don't recall specifically what it

Do you recall having any discussions

with Mr. Beller about these schedules after you
sent them to him on February 14th?

A,

The conversation I remember is the one

Dan had with him where I sat in his office.

(Exhibit 7&, DESCRIPTICMN, marked for

identification.)

Q.

Let me show you Exhibit 76.
ME. SIFFERT: Have you finished your

answer?

S0rry.
Q.

THE WITHNESS: No. Yeah, I'm finished,

S0 the bottom of Exhibit 76 is an

e-mail from Dan to Glenn Dubin that he then
forwarded to you, and this is on February 1ld4th.

ME. O"BREIEMN: I'm sorry, the bottom ——

you mean on the first page?

Q.

ME. SUSMAN: The first page, ves.
Mr. Zwirn is writing te Mr. Dubin: We

sent a detailed schedule to Jeffrey and Harry. WHe
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called their offices, asked for Jeffrey and Harry,

and referred to Harry.
When he’s talking about the "we," did

he understand he was including -- he meant him and
you?
ME. OBRIEM: Obijection to form.
A, Let me read this.
Q. Okay.
(Fause.)
AL Ckay. What's your guestion?
Q. Is the conversation that Mr. Zwirn was

reporting to Mr. Dubin on Exhibit 76 the
conversation that you recall having with
Mr. Beller on February 14th?

A. I believe so.

0. And =0 according to -- does Mr. Zwirn's
retelling of the conversation Jjibe with your
recollection of the conversation?

ME. OTBRIEM: I"1l just note that the
e-mail refers to two different conversaticns.
ME. SUSMAN: Right. That's correct.

AL So you're referring to the paragraph
that says, Harry called back after reviewing the
sheet?

Q. Yes,

A, It seems to be consistent with my wvague
recaollection.

Q. Ckay. And so what I'm —— Mr. Lee,
you've told me you had a conversation with
Mr. Epstein back on HNovember 13th, 2006 —— I'm
sorry, what’'s that?

A, I never had a conversation with
Mr. Epstein.

o. I meant —— I'm sorry, you had a

conversation on Nevember 13th or 1d4th, 2006, with
Mr. Beller about the redemption schedule. We’wve
talked about that conversation; correct?

AL Yes.

0. And you say vyou had a conversation on
January 3lst with Mr. Beller about Mr. Epstein’s
580 million; correct?

A. Tes.

ME. O'BRIEN: That's the very matter in
dispute, but we’ll pass.

MER. SUSMAN: What's that?

ME. O'BRIEM: Mr. Epstein’s request for

580 million.

ME. SUSMAN: Fine.
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0. And then you had this conversation on
February ldth with Mr. Zwirn and Mr. Beller;
correct?

AL Tes.

Q. Are there any other conversations with
Mr. Beller that you had about Mr. Epstein’s
redemption that we -- other than those three?

AL It's wvery possible that I had, but I
can't recall with specificity when.

Q. Now, Mr. Zwirn says that —— in his

Exhibit 76 he writes, Harry called back after
reviewing the sheet and asked for immediate
redemption yet again despite the fact he has

absolutely no contractual right teo that. We would

be making exception for him against our 150 other
investors.

And the "immediate redemption yet
again, "™ did you understand what Mr. Zwirn was
referring to there, what prior requests had been
made for an immediate redemption?

ME. ARFFA: Obijection to form.

AL For me to answer your question would be
to make a presumption based upon what I'm reading
now. I don't recall my reaction to reading this
four years ago.

0. Then if you could, at the —- so is it
fair that Mr. Beller’'s reaction to upon seeing
these schedules on February ldth was that he was
upset?

ME. SIFFERT: Objection to form.

. I don"t recall Harry being upset in
phone conversations that I had or that I listened
to. The memory that sticks out in my mind is
Harry had this attitude of Jeffrey wants his
money, just give him his money. We say, vou have
these -- it deesn't matter; Jeffrey wants his
money. That was sort of the tone he always took.
It was sort of like watching a Woody Allen movie.

So I don't recall him expressing anger
or making any type of cohesive arguments with
regard to the reguest.

Q. And then do you recall what Mr. —— how
Mr. Beller left it when vou were done talking to
him?

. I don"t recall other than reading this
paragraph, but I do recall that we were supposed
to have a call scheduled with Jeffrey after lunch.

Q. 2And did that call take place?
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A, We attempted to call Jeffrey, but he
never returned our call.

. And do you recall that shortly
thersafter you got the letter demanding a full
redemption?

A Yes, I do recall that.

ME. SUSMAN: Do y'all want to take a
lunch break?

ME. COTBRIEM: I was fjust about to
suggest it.

ME. SUSMAN: Okay. Fine.

THE WITHNESS: How apropos. We're
talking about lunch breaks.

THE VIDEOGRAPHER: We're off the
record. The time is 12:43. We're off the
record.

(Time noted: 12:43 p.m.)
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AFTEEREHNOOON S E &S5 IO0OHN

(Time noted: 1:16 p.m.)”"

THE VIDECOGRAPHER: We're back on the
record. The time is 1:16. This is the
beginning of Tape 4.

Q. Mr. Lee, let me show you Exhibit 48.
Do you recall receiving Exhibit 48 from Alisa
Butchkowski on February 14th, 20077

AL I have a wvague recollection. I don't
recall this specific e-mail schedule but...

Q. If you look at Exhibit 21 -- you have
it in your pile over there. It’'’s the —- here’s a
copy of it if you don't --

A. I have it.

Q. Okay. If you look on —— Exhibit 21 on
the second -- the redemption schedule, it shows —-

for sach of the tranche investments it simply
shows the amount of invested capital and then the
total appreciated value of the account.

ME. ARFFA: Obijection to form.

A, You're referring to Exhibit 217
o. Yes.

AL Okay.

Q. Do you see Exhibit 48 is

Ms. Butchkowski attempting to caleculate the
current wvalue of esach one of the investments?
ME. O'BRIEN: Objection to form.

A I'm having a hard time reading it.

Q. You see at the top it says current
tranche wvalue —-- you’re on the schedule itself?

A, Yes. Okay.

Q. And if you look, the first line,

there’s the April 1, 2002, subscription with the
value of 17,675,619,637

AL Okay.

0. And if you loock at the very bottom of
the page, you ses balance at 12/31/06, and there’s
this 17,675,620 number?

AL Okay.

ME. O'BRIEN: I'm going to give the

witness my copy, which I think might be a

little --

THE WITHESS: More legible?
ME. O"BRIEN: A little less dark.
THE WITHESS: More legible.

Q. In the top of that column is $10
million?
AL Okay.
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Q. Do you recognize Exhibit -- what

M=s. Butchkowski was trying to do in Exhibit 487
ME. O'BRIEN: Objection to form.

Q. Let me ask a better gquestion. What the
calculations that are in these charts, what those
are attempting to do in the schedule that's
attached to Exhibit 48.

ME. SIFFERT: Objection to form.

AL Presumably she's trying to calculate
the current NAV value of each tranche that
Financial Trust invested in.

Q. Do you understand how she did the
calculation?

AL Yes.

0. You understand what -- what is it that

you understood she did to try to derive the
current NAV of =ach tranche?

A, She took the investment date and the
amount of each investment for that tranche,
calculated the attributable P&l to that capital
account, and then rolled that number forward based
upon monthly net P&Ls.

Q. Was this a caleculation that she —— did
you track on a like monthly basis the walue of
each tranche of an investment, or is this
something that they had especially calculated at
your request?

ME. ARFFA: Object to the form.

A I can't specifically recall.

Q. By the way, did you giwve her any
instructions about how to do this calculation of
the current HNAV?

A, I don't recall giving her instructions.

Q2. Do you know where she got this
methedology from?

A, I don't recall.

Q. Where is Ms. Butchkowski today; do you
know?

A I have no idea.

Q. When was the last time you spoke to
her?

A I believe in early 2007,

(Exhibit 77, DESCRIFTION, marked for

identification.)

Q. Let me show you what I'1]1 mark as
Exhibit 77. Exhibit 77 is an e-mail, and I want
to focus — it's a chain of e-mails, but let’'s

focus on the botteom one is an e-mail from Patricia
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Feters to Dan cc’d to you; subject: Jeffrey’s
office. His assistant called to see if you were
available to meet with him between 1 and 4 today
or tomorrow. And then you respond, Initial
reaction is not to meet with him.

ME. ARFFA: It says not to meet him.

ME. SUSMAN: Not to meet him. 01:23:33
AL Yes.
. Why did you think it wasn't a good idea
to meet Mr. Epstein as of February 20th, 200772
A, My recollection is in light of the fact

that we had had a number of conversaticons or Dan
had had a number of conversations with Epstein via
Glenn Dubin that that our relationship with

Mr. Epstein going forward should be more
formalized and possibly include attorneys.

Q. Did you have any understanding whether 01:24:23
Mr. Zwirn ever talked to Mr. Epstein directly
without Mr. Dubin®s participation?

A, Other than the call prior to
Thanksgiving and the two rounds of investor calls,
I am not aware of any conversations that Dan had
with Mr. Epstein that did not include Glenn or
Glenn's wife.

Q. I'm showing you what I'm marking as
Exhibit Y8. I'm sorry, withdraw Exhibit 78. I
show you what's been previously marked as Exhibit 01:25:17

50. MNow, Exhibhit 50, the bottom is an e-mail from
M=. Hubsher to you and Mr. Zwirn on March Znd,
2007. She's got a chart that shows the difference
in redemptions of new scheme versus original

scheme.
Al Okay.
Q2. Do you recall —- did you ask
Ms. Hubsher to perform this calculation?
A, I believe I did.
Q. And why did you ask her to do it? 0l:26:14
A, In conjunction with our discussions

with Mr. Epstein around February 1ldth and the

letter that was sent, it was the first time I was

aware that there was a side letter that was dated

in January of "05. And in referencing that side

letter in the February ldth letter, there was a

position taken that the reolling redemption

schedule would be based on the entire capital

account as teo when the first tranche was made as

opposed to the practice that we had apparently had 01:27:0%9
in place the entire time, every investor at each
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tranche had a two-year rolling lockup.

So therefore in light of that
assertion, I wanted to see if it would have had a
material impact on the amount of redemptions that
could occur over the course of the following
guarters.

Q. You said you wanted to see if it would
hawve a material impact on the amount of
redemptions that could occur over the course of
the following guarter.

What is the "it" that you’'re referring
to?

A The hypothetical scenaric that if we
took the interpretation asserted by Mr. Epstein in
this letter.

Q. So in other words you asked Ms. Hubsher
to say if Jeffrey Epstein is right about how the
redemption schedule rights work, show me what
impact it would have on the funds?

ME. ARFFA: Obijection to form.

Q. Is that right?
A, I don't know if I asked her in the
context of saying 1f Jeffrey was right. I asked

her to see what it would look like under an
alternative interpretation based upon the letter.

0. But the alternative interpretation was
the Epstein wview of the redemption rights;
correct?

A As communicated in the February ldth
letter, ves.
Q. By the way, here’s Exhibit 4%. It's

been previously marked. That's the model that was
actually attached to Exhibit 50 when it was
originally sent to you, just to save trees and not
passing out copies.

AL Okay.

0. Okay?

A, Is there a guestion?

Q. Do you recognize Exhibit 49 as the

document that you actually got initially from
Ms. Hubsher?

A. I don"t recall the backup. I do recall
the summary.
0. Why, Mr. Lee, if you thought

Mr. Epstein’s position was bogus or not bright,
why did you have Ms. Hubsher go through all this
trouble?

ME. ARFFA: Objection to form.
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A We ran lots of "what if" analysis for
many different situations constantly.

Q. Why would it matter what impact
Mr. Epstein’s -- if wou —- Mr. Epstein’s view was

accepted, why would it matter what impact that
would have on the fund wversus the old

interpretation? 01:30:09
ME. ARFFA: Objection to form.
AL Can you -—--
Q. Strike that.
2As I understand it, you asked
Ms. Hubsher to model the redemption —— the

liguidity of the fund under the existing
interpretation of redemption rights wversus what
would happen if Epstein’s view of the world were
right; is that fair?

A, Tes. 01:30:33

0. Why did you care to know what the
difference would be?
ME. ARFFA: Obijection to form.

A. Because I wanted to see what the
possible scenario would look like.
0. Was one reason why yvou wanted teo see

that because if it were more helpful to the fund
you might considering adopting Mr. Epstein®s view?
ME. ARFFA: Objection to form.

A, No, I don't recall thinking that. I 01:30:59
just wanted to know what the answer was.

0. Just for curiosity's sake?

A Yes.

Q. Am a I correct that based on what

Ms. Hubsher modeled, if you loock at the results,
if you accept the Epstein view it would permit
greater redemptions earlier; right?

A It would permit greater but not in a
material way.

Q. So, for example, 5128 million more of 01:31:40

redemptions in June of 2007 would not have been a
material change to the fund?

o Not in the context of a fund that was a
nearly 52 billion HNAV at that point in time.
0. And then to have 116 million in

September of additional redemptions also wouldn't
be material if you added those up?

. Where you're referring to 116, you're
referring to both funds. In that case then you're

referring to over 55 billion of AUM. So no, it 01:32:13

would not be material.

EFTA01165479




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

25

T4
NCNCERTIFIED ROUGH DEAFT - COMFIDENTIAL

Q. Can I ask why was this exercise being
done in early March since Mr. Epstein’s reguest
had been sent in mid-February, February 14th?

A, During that time frame, the first
gquarter of 2007, we were dealing with thousands of
critical issues, including an SEC investigation
that was gquite active internally, dealing with
auditors, dealing with investors, employeess.

Epstein was nowhere near at the top of
our list of priorities at that point in time.
(Exhibit 78, DESCRIPTION, marked for
identification.)

0. Let me show you Exhibit 78.

ME. ARFFA: Sorry, what number?
ME. SUSMAN: Seventy-esight.

0. This is a series of e-mail chains, and
you started off with an e-mail to Gordon
Goldenstein; and subiject: Rudman called today,

what is agenda. &nd he responds Epstein and WR
back channel to George Mitchell to preempt a
blowup.

Do you remember what you were referring
to —— I'm sorry, that he was referring to?

A, I think there was a belief that Jeffrey
had a clese relationship with George Mitchell and
Senator Warren Rudman, who was on our advisory
board, also had a close relationship with George
Mitchell. And we were trying to see if there was
a possibility to create a dialogue by utilizing
Mr. Mitchell.

0. To preempt a blowup, a blowup of what?
. I think it's —- there was a presumption
that —-- not a presumption, excuse me. We did not

want public litigation at a time where the firm
and the fund was wulnerakle. And we felt that
Jeffrey was the type of person that ceould blow up
and launch litigation, making spurious
allegations. And given his issues and constant
press attenticon for his felonicus acts that that
was not the kind of press coverage we wanted to
have.

0. This says, Epstein and WR back channel
to George Mitchell to preempt a blowup, and you're
saying that was to preempt a blowup but -- Epstein
and Warren Rudman would back channel to Georges
Mitchell to preempt a blowup of Epstein.

ME. ARFFA: Obijection.
ME. OTBRIEM: Objection.
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0. 2m I misreading what was meant there?
ME. ARFFA: Asked and answered.
ME. SIFFERT: It's not what he said.

A, I already answered your guestion. My
inference and recollection of this e-mail and
conversation was George Mitchell, who is a
well-known political figure and diplomate, through
relationship that he had with Epstein and Senator
Rudman, could possibly create a bridge to
communication.

0. To Jeffrey?

AL Yes.

Q. To prevent him from suing wyou?

A. Tes.

Q. And then you respond, By the way, the

Highbridge guys told me there is tons of details
on J Epstein’s pick dill low in the public
deposition files. Can Alex get those?

Why did you want to get details about
Jeffrey Epstein’s peccadillos?

A, Because I thought it would be entering
and entertaining to read.

Q. Again, Jjust out of curicsity’'s sake?

AL Yes.

Q. And what Highbridge guys told you that

there was tons of details on Mr. Epstein’s
peccadillos?

A. Bob Caruso and possibly others. I
don’t recall who the others would be.

Q. Was Glenn Dubin one of them?

A, HNeot that I recall.

Q. Did you ever talk to a Brenda Ames at
Highbridge about the situation with Mr. Epstein?

Al I don'"t recall speaking to Brenda

specifically about Mr. Epstein, but I just don't
recall.

Q. Did you ewver tell her that
Mr. Epstein’s facts supporting his redemption
demands weren't particularly good facts and the
fund should agree to rescolve things with him as a
result?

A. I don"t recall.
. Do you deny that you ever said that to
her?
. 211 T say is I don't recall.
(Exhibit 7%, DESCRIPTICM, marked for
identification.)
. I show wyou Exhihit 79,
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By the way, before I talk about Exhibit
7%, Mr. Lee, you —— I think wyou’ve mentioned more
than once the notion that the fund was concerned
about Mr. Epstein making a public fight with the

fund because of his —— in particular because of
his bad publicity that he had. Do you recall?

A, Yes.

Q. Was that a concern that was shared by
Dan Zwirn, as far as you know?

A, I believe =so.

Q. Did y"all discuss that we really don't
want Jeffrey to make a big stink?

A, I believe so.

Q. And was the concern that you didn’t

want people to associate Jeffrey Epstein with the
fund --
ME. O'BRIEN: Objection to form.

Q. —— hecause of who Jeffrey was?
A, That was one of the reasons.
Q2. So you wanted to do what you could to

keep any dispute with Mr. Epstein out of the
public eye, or any sort of public association of
him with the fund; right?

A, Ask the gquestion again.
Q. Yeah. Aetually, that's okay.
Let’s look at Exhibkit 79. Who is Eric
Dillon?
A He is the managing partner of the

Silver Creek Capital, which was the fund that had
the largest investment in the onshore fund.
ME. ARFFA: We ask for confidential
treatment as to the names of the other and
identities of the other investors.

Q. Did you tell Mr. Dillon that
Mr. Epstein was a crazy man?

A, I don’t recall specifically telling
Mr. Dilleon that Epstein was a crazy man.

0. Mr. Dillon wrote in an e-mail where he

says, You told me he was a crazy man and
threatening to sue. Do you have some reascon to
dispute Mr. Dillon's accounting -- attributing to
you having called Mr. Epstein a crazy man?

A, I generally was very deferential to
Mr. Dillon, and so I don’t recall why I would take
umbrage with his statement and try to have a fight
over it.

Q. So are vou saving you didn't call
Mr. Epstein a crazy man but you just didn't want
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to fight with Mr. Dillon about it?

A I said I don't really recall telling
Mr. Dillon Mr. Epstein was a crazy man.

. Do you recall telling other people that
he was a crazy man?

A I don"t know whether I used the word
"crazy,"™ but —— so0 I can’t recall if I told other

people I thought he was crazy.
(Exhibit 80, DESCRIPTION, marked for
identification.)

Q. I show wyou Exhibhit B0. Who is Travis
Metz from Monitor.com -— I'm sorry, from Monitor?

A Monitor is a private eguity fund based
in Boston affiliated with the Monitor Consulting
Company .

Q. Why were you discussing with Mr. Metz
in the summer of 2007 various issues relating to
the managemsnt company?

. We were seeking a potential minority
investment in the management company from Monitor.

Q2. How much money were yvou seeking as an
investment?

A, I can’'t recall specifically, but I
think we were seeking to raise somewhere arcund 30
to 100 million dollars.

Q. Why did you need the capital infusieon?

A, Because of all the expenses associated
with the internal investigation. There were
remediations to the fund, the payment of interest
on behalf of the onsheore fund that was made on the
5108 million lean to the offshore fund, and the
nonreceipt yet of the 32 million estimated 2006
incentive fee from the Highbridge managed account.

Q. Did you contact anyone else besides
Monitor about making an investment in the
management company during the 2007 time period?

AL We spoke to a large list of people.

Q. And who was Berenson?

A, Berenson is an investment banking firm
that was advising us.

Q. Did Mr. Dubin have any participation in
these efforts to raise money for the management
company?

AL No.

Q. At some point in time in two
thousand -- strike that.

At some point in time -—- strike that

too.
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By the time -- when you became CFO,
what was Mr. Dubin’s role in this operations of
the management company that you could perceive?

ME. O"BREIEMN: Just so0 we're clear,

yvou're talking about early October 067

MR. SUSMAN: Yeah.

ME. O'BRIEM: He was acting CFO at that

time.

ME. SUSMAN: Okay. Fair encugh.

A, My understanding was that Dubin Swieca
Asset Management, of which Glenn was partners with
Henry Swieca, had a profit participation in the
managemant company and its affiliated entities
equal to 31 percent.

Q. But on a day-to-day basis, what did you
see Mr. Dubin do in terms of running or
participating in the running of the management
company?

. What I saw as of October I think going
forward was wvery little involvement other than
dealing with Mr. Epstein and occasionally some of
the other investors to which he had personal
relations.

Q. Before October of "06 when you were a
managing director of the fund, or even in your
days at LLJ, did you see Mr. Dubin acting to help
run the management company in any capacity?

. On a firsthand basis, no, I had never
seen or met Mr. Dubin.

0. That’s prior to October of 20067

A, Correct.

Q. What about for Henry Swieca, did you
ever see him or meet him?

A, I have to date never met him.

Q. Did you hawve any understanding that —-—

from Mr. Zwirn or anyone that Mr. Dubin's level of
activity with the management company underwent any
change as of October 2006 wversus what it had been
before that time peried?

A Ask the guestion again.

0. Yeah. I think -- you chserved
Mr. Dubin’s role in the management company after
October 2006 when you were CFO.

A, Right.

Q. And I think vyou said it was limited;
fair?

A, Yes.

Q. Did anybody tell you that he had been
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more active in the recent past?

. Define "recent."
Q. Last wyear or Ltwo.
A, My understanding was that he had a

fairly active participation in the management
company, especially with regard to procurement of
investors through -- less and less active, but
from *03/"04 it was wvery active, '05 a little less
active, and '06 much less active is my
understanding from conversations and other
anecdotes.

0. After October 2006, did you witness any
change in Mr. Dubin’s role in the management
company?

A I noticed a dramatic change after we
received the letters in January 2007.

Q. Those are the letters from Highbridge?

A Tes.

Q. And what was the nature of the change

after you got the letters from Highbridge in
January of 20077

A, A role of trying to be supportive to
one of being in opposition to each other.
Q. Did you and Mr. Zwirn ever discuss what

caused Mr. Dubin’s attitude to change in January
of 077

A, We had many conversations that were
based on speculations.

0. And what were the situations?

A, COne of the primary speculations was

that Highbridge was undergoing a routine SEC
examination at the time of our disclosures in late
October 2006 and our self-reporting in turn caused
their examination to be extended and for them to
receive some type of letter or reprimand from the
SEC.

0. Did you ever have any knowledge of what
exactly the SEC’s investigation of Highbridge
entailed?

A, I do not believe it was an
investigation; I believe it was a routine
examination. My only reference point as to what
actually occurred was contained in a lawsuit from
Highbridge’s former general counsel that was filed
in New York State court.

Q. That’s the Carecl Rubin file?
A. Yes.
Q. But you haven’t seen the letter that
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Highbridge received from the SEC regarding its
subadvisory role with Zwirn?

A Mo, I never saw such a letter.
. By the way, one of the things that
Mr. Metz mentions —-- and it’s covered in the third

star from the bottom, right above a star that
says, What is JCK? Do you see that that star that
says, Can you explain the wvariocus liguidity
redemption options that investors have in
different funds, including key dates?

AL Okay.

Q. It says, What I want to focus on is how
much do you know about what people are going to do
on September lst. Remind us again why September
1st matters so much.

Do you know what he's referring to?

ME. O"BRIENM: There's another sentence.

MR. SUSMAN: I don"t want toe ask about
that.

A, A majority of the investors were in a
redemption option called one year plus ligquidity,
which was the same option that Travis Met:z
perscnally was in as an investor in the onshore
fund. The notice requirement for redemption at
the end of the year was 120 days. Therefore
September lst was an important date to know how
many people and deollar amounts were goling to
redeem under that option.

ME. ARFFA: I hadn't realized until now
he was an investor. 8o again we’d ask for
confidential treatment of that.

(Exhibit 81, DESCRIPTIOM, marked for
identification.)

Q. I show wou Exhibit B1l. Did vyou
participate in the negotiation of this agreement
between DSAM and the D.B. Zwirn entities?

. Yes, I did.

0. Why is it that Mr. Zwirn —— I'm sorry,
Mr. Dubin and Mr. Swieca were being bought out of
the management company?

A It was a demand being made in
conjunction with the payment of the incentive fee
that was owed by Highbridge to D.B. Zwirn & Co.

0. In other words, in order for Highbridge
there was —-- strike that.

There was an incentive fee or

managemsnt fee that was owed to the management
company from the Highbridge managed account; is
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that right?

A. Tes.

Q. I understand you’re saying Mr. Dubin
salid in order for you to get paid that fee from
Highbridge wyou have to buy me out of the
managemsant company?

A, That’s not how he phrased it.
. How did he phrase it?
A, Meeting in Glenn's conference room

sometime in June of 2007, Glenn had a prepared
script which he seemed to be reading or
paraphrasing from where he said that he would
agres to have Highbridge pay their incentive
fees —— and I can't remember exactly what the
conditions were for that -- and in addition you
will buy me out of my interest in D.B. Zwirn for
530 million. And if you don’'t agree to my
conditions, I will sue you.

0. Did he say what he would sue you for?
A, No.
Q. Well, was one of the conditions for

payment of the fee from Highbridge that you let
Highbridge's assets go, in effect?
ME. OTBRIEM: Obijection to form.

A, I think the agreement is self-evident
in terms of how the managed account would be
managed. So we weren't letting them go; we were
still managing the assets, but subject to their
direction.

0. You entered into —— at the same time
you entered into Exhibit 81, right, vou entered
into Exhibit -- what I"11 mark as Exhibit 82,

(Exhibit 82, DESCRIPTIOM, marked for
identification.)

Q. You were involwved in negotiating
Exhikbit 827

AL Yes.

0. And Exhibit B2 is the settlement
agreement in effect between Highbridge -- the

entity that owned the Highbridge managed account
and D.B. Zwirn; right?

AL Correct.
ME. ARFFA: Obijection to form.
Q. And that agreement calls for a

ligquidation of the Highbridge managed account and
payment, and as well there’'s a provision that
talks about Highbridge will in turn pay the
management company the incentive fees and
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management fees that are owed.

A Yes,
Q. Right?
It doesn't tie —— Exhibit 82 doss not

tie payment of the management fees or incentive
fees to buying Mr. Dubin out of the management
company; correct?

AL Correct.

. But you're savying in a meeting
Mr. Dubin effectively tied the two together?

A, I believe he did.

Q. Did Mr. Dubin explain why he thought he
was entitled to be bought out of the management
company?

A. No.

0. He just demanded it and said, If you
don't do it, I'm not going to —-—- or implied if you
don"t do it you won't get pald your fees from
Highbridge?

ME. ARFFA: Obijection to form.
Al My inference was yes.
. Well, did you hawve any discussion with

Mr. Dubin about why he felt entitled to be bought
cut of the management company?

A, With Mr. Dubin? No.

Q. Did in fact the management company use
the management fees or incentive fees that
Highbridge paid it to fund the payments to
Mr. Dubin?

A, In part. Money’'s fungible.

Q. In fairness, who did the —-—- you
negotiated Exhibit 81; right? Strike that.

Was there any effort to conceal the
existence of Exhibit 81 from Highbridge, to your
knowledge? Exhibit 81 is the agreement with
Mr. Dubin.

AL To conceal?

Q. Yeah.

o No.

Q. Highbridge knew that both agreements
were being entered into at the same time; correct?

A Well, Bob Caruso was the CFO of

Highbridge. Bob Caruso was the counterparty from
the business side with whom I negotiated.

Q. Both agreements?

A, Yes.

Q. Did Mr. Caruso ever link the payment of
the Highbridge management fees to Mr. —-- to the
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buyout of Mr. Dubin from the management company?
A Mot explicitly.
0. Under Exhibit 81 Mr. Dubin -- not
Mr. Dubin, Mr. Dubin Swieca asked that management
is supposed to be paid 30 million in a series of

paymsnts.

A, Correct.

Q. Were those payments all made?

AL No.

Q. How much of it was paid?

AL Let me loock at the payment schedule.

Q. It's probably in paragraph 2(b), the
first page, the very bottom.

A The 3.12 million was paid. The 17 —--
the 9.5 was paid. The 17.5 was not paid.

Q. Was it ever paid? It wasn’'t paid on
time, but was it paid at all?

A No.

Q. Has there been any sort of resoclution
of that cutstanding payment?

Al Yes. It’'s my understanding that as of

I believe May 1, 2009, DSAM relinguished all
claims to any future payments with regard to this

agreemant.

Q. Was there an agreement that
memorialized that?

AL There was a letter, I bhelieve.

Q. And what was the background that led to

DEAM agreeing in May of 2009 to any of these
future paymsnts?

ME. COTBRIEM: I just caution you not

to —-—
Q. Strike that. Sorry.

Was the May 1, 2009, agreement
connected to the acguisition or takeover by
Fortress?

ME. ARFFA: Obijection to form.

. I don't know if it was connected, but
it did occur coincidently at the same time.
Q. Is it wyour understanding it was

designed to facilitate Fortress taking over
managemant of the funds?

A, Without their relinguishment, I don’'t
believe the transactions could have occurred.
Q. By the way, there is on Exhibit 81 the

necked "whereas" clause. It says, whereas DSAM
does not receive through its interest any fees
accruing from DBZ L.P.'s management of HCN/Z
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Special Opportunities LLC.
Was that an accurate recitation?

A. I believe so.

Q. Well, except I think -- didn't you just
tell me in some of the money from Highbridge deal
was used to pay for the interests?

A, Once again, money is fungible. Their
capital accounts had a special allocation to
exclude amounts earned from the Highbridge managed
account.

Q. In Exhibhit 81 there's provisions about
DSAM releasing all of its interests in any DEZ
entity. Did that include Mr. Dubin’s perscnal
interest in the fund, do you know one way or the
other? Is that what the intent was?

A No. His personal interest in the
onshore fund and I beliewve in the tax—exempt fund
were completely segregated from this agreement.

Q. Now, let’s talk briefly about Exhibit
82, the Highbridge agreement.

Al Okay.

Q. I'11l tell you what, to give you a

little background, let's just go through this real
fast.
(Exhibit 83, DESCRIPTION, marked for
identification.)

0. I show you Exhibit 83, Exhibit B3 is
the letter that wou referred to that you received
in late January "07 from Highbridge, or series of
letters?

A Tes.

Q. So from this —— from the time after you
received this letter, was the relationship with
Highbridge adversarial?

AL In terms of actual day-to-day
interactions, they were guite cordial. But the
presumption was that we were adversaries.

(Exhibit &4, DESCRIPTION, marked for
identification.)

Q. Exhibit 84. Do you recall receiving or
seeing a copy of Exhibit 84 an April 11, 2007,
letter to Larry Cutler?

AL Tes.

Q. In the letter Highbridge specifically
accuses you of having promised to transfer the
shares of GAGFAH on February 15th and then
essentially reneging on that promise; right. The
first paragraph, if you're confused, says, David
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Lee assured us at that meeting that the improper
activities were under investigation and that Zwirn
would immediately begin to transfer assets to us,
such as the GAGFAH shares, which were reason ply
ligquid. Further, since February 15th meeting
David Lee has advised us that Zwirn would transfer
the GAGFAH shares to us provided we put the
request in writing. We cannot tolerate you taking
positions in writing that are in conflict with
reassurances made to us verbally.

Right?
AL I remember this wvery well.
Q. Their position was you told them that

you'd give them the shares if they put it in
writing. They did. The fund responded by saying
they're not going to do it. And they wrote this
letter to you. Right?

. My recollection —— this is pretty
vivid -— is I felt it was bald-faced lying and I
had other witnesses in that meeting that
corrchorated I newver made such assurances.

(Exhibit 85, DESCRIPTION, marked for

identification.)
Q. Look at Exhibit —— I show you Exhibit
85. This was a letter that you were sent in

connection with the audit of Highbridge from
August 10th, 2007, and what it says is that the
NAYV of the Highbridge managed account was 5580
million as of December 31, 200&6. Do you see that?

AL Tes.

o. This one —-- did you send back anything
to confirm whether this was correct or not?

A, I believe we had discussions with
Highbridge and with PwC to help assist in the
completion of their audit. I don't recall us

sending a letter that addressed this letter
specifically but that it was more of a process.

Q. 211 right. So letfs just —— I want to
walk through somes of the numbers, Exhibit 85. It
says there’'s an NAV of 580 million. But then
there’'s a paragraph below it that says subseguent
to year end we received redemption proceeds of 144
million, roughly, which are not included in the

NAYV as detailed below —— above.
A, Ckay.
o. Does that mean that the NAV of the

Highbridge managed account was roughly 5720
million as of December 31, f06&7
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A I don’t know because the ownership in
CG Holdings was a liquid stock that had
significant wolatility. So that walue could have
been materially lower or materially higher.

Q. CG Holdings is what held the GAGFAH
shares?

A, The GAGFAH shares.

Q. Does the number of 700 million sound
about right as of December 31, '067

AL I don"t recall.

Q. You don’'t. 0Okay. Suffice it to say

sometime after December 31 Highbridge got 5146
million out of the managed account; right?

A. YTes.

0. If we could, let’'s look at Exhibit 82.
A. Ckay.

Q. Do you know as of the time you guit

working at DBE whether there was still any money
in the Highbridge managed account or had it all
been distributed?

Al My recollection was that there were
still assets in the Highbridge managed account as
of May 31, 2010.

Q. How significant in size?

AL I don"t know.

Q. Now, if you turn to page 2 —-

ME. O'BRIEN: We’'re on Exhibit 827

0. —-— of Exhibit 82, there's paragraph D,
additional payments.

A, Okay.

o. It says essentially it calls for the
repayment of the lcocan from the onshore —-— to the
onshore account; correct?

A, Yes.

Q. Did that leoan get repaid?

AL There are essentially two loans. The

50 million loan from October of '06 that was
documented was repaid. This is referring to the
amount of intercompany or interfund payables to
the Highbridge account that we did not have a
definitive answer to because it was pending the
completion of the 2006 audits.

. So by the time of the agreement of
Exhibit 82, had the Highbridge —-- the 550 million
Highbridge loan been repaid in full?

A, The loan that was referred to and
documented in October "06 had been repaid.

. Okay. And then this —-- the interfund
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balances that were not reconciled, I guess, as of
the time of this agreement, were they ultimately
reconciled and repaid to Highbridge by the end of
20077

A, There was a reconciliation. I can't
remember when it was paid down.
o. And do you know how much money,

roughly, was paid out to Highbridge from the
managed account from the time of Exhibit 82 until
you stopped working at DBE & Co.?

AL I don"t know offhand.

0. Do you know if it was hundreds of
millions of dollars? Any idea?

ME. ARFFA: Obijection to form.

A. I don"t recall.

Q. Do you have any ballpark of what
percentage of the Highbridge account was actually
ligquidated and paid out to Highbridge?

A No.

ME. SUSMAN: Let’'s take a quick break.

THE VIDEOGEAFHER: We’re off the
record. The time is 2:10.

(Fecess taken from 2:10 to 2:19.)

THE VIDECGEAPHER: We're back on the
record. The time is 2:19. This is the
beginning of Tape 5.

0. Whether did you first hear that this
dispute with Mr. Epstein actually had erupted into
litigation? Do you remember who you heard that
from?

. I don"t remember specifically who I
heard it from.
Q2. Have you heard that -- or have you seen

an affidavit that Mr. Dubin has signed in
connection with this dispute?

A, I recall reading an affidawvit.

0. Have you and Dan talked about that
affidavitc?

o Yes.

Q. And what have you and Dan talked about
regarding that affidavit?

AL That Dan has no recollection and does

not believe that it’s conceiwvable that he ever
would have made such a promise to Jeffrey.

o. Anything else?

Al Speculation as to why Glenn would put
himself in such a position in support of Jeffrey.

Q. 2And what was that speculation?
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A We have no idea what relationships
exist beyond business relationships between
Jeffrey and Glenn.

0. Mr. Zwirn had an interest in something
called Corbin Capital Partners, I believe. Were
you aware of that?

A, I don't know the full name of the
entity, but yes, I was aware that Dan had an
interest in an entity called Corbin.

Q. Did you know what Corbin did?

AL I believe them to be a fund-to-fund
manager.

0. Did they ever invest in D.B. Zwirn?

A I dont believe they did.

Q. Do you know how Dan came to have that
interest in Corbin?

A, My understanding is that when Glenn was

setting up Corbin he asked Dan for various advice
and analyses and that he received some type of
interest as payment for such advice and that Dan
also purchased an interest in that entity by
writing a check.

0. Do you know that Mr. Zwirn and
Mr. Dubin had some dispute over the Corbin
interest?

AL Yes.

0. That resulted in litigation?

A. Tes.

Q. Did you testify at all in that
litigation?

A No.

o. Are you aware of how that litigation —-
what the outcome is7?

Al Not really.

Q. I think you said you never gave
testimony to the SEC. Did I hear that right?

AL That’s correct.

Q. Were you interviewed by them in any
capacity?

AL Mo, I was not.

Q. Have you spoken to investors in the
onshore fund about the dispute with Mr. Epstein?

A. I believe I mentioned or had some

discussions with warious investors about the
Epstein settlement agreement that was entered

into. I don't recall specifically any other
conversations with Epstein —-— about Epstein to
investors.
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0. We saw earlier I think it was Silwver
Creek, for example. That was one of the
conversations that you had about the Epstein
settlement?

A Tes.

Q. And what was the reason you told them
the fund had entered into this agreement with
Mr. Epstein?

ME. ARFFA: Objection to form.

AL I don't really recall telling them the
reason other than that I read in the e-mail you
just gave me.

0. Well, in the =-mail you said, Call me
up, and it's a short e-mail exchange. So do you
recall what yvou actually told people when they
asked you why the fund gave a 545 million priority
payment to Mr. Epstein?

ME. OBRIEM: Obijection to form.

A, COther than pursuant to a settlement
agreement, I don't recall having conversations
specifically as to why.

. Did you ever talk to Chris Swan about
this dispute with Mr. Epstein?

A, Which dispute with Mr. Epstein?

Q. Owver his redemption reguests.

A, Which one?

Q. All of them.

A I dont recall any specific
conversations with Chris about Epstein. I do

believe that he was in the room when we had group
discussions about Epstein, which most likely
included legal counsel when we had those
discussicons.

Q2. By the way, wyou've —— other than
talking to investors and to the lawyers for the
various parties in this case, who have you
discussed this dispute with Mr. Epstein with?

A, Once again, which dispute are you
referring to?

Q. Well, let’'s talk about the dispute
since February of 2007.

A February 2007,

A, We had —— I'm trying to think of
discussions that werent with counsel. The only

think I can really think of was discussions with
potential parties during our strategic process
when we were seeking a change in control,
including Fortress and others that were in that
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process, as part of their diligence efforts.

Q. And did the Fortress people ask, as
part of the diligence, inguire into this dispute
with Mr. Epstein what was the issue?

. I believe so, but I really am having
difficulty remembering details about those kind of
discussions. There were lots of items golng on at
that time.

Q. Do you remember wheo you had the
discussions with at Fortress, about the Epstein
issue?

AL It would have been with a large
collection of their transaction team that was
conducting the transaction with us.

Q. By the way, when I was asking vyou, you
know, about these —-- the Chris Swan discussions
and you said that you had had —-- there were a lot

of group discussions about dealing with Jeffrey
Epstein’s redemption regquests and Chris may have
been in those or not and lawyers may have been
present, do you recall whether was Glenn Dubin
ever present in any of those discussions?

A, I do not believe he was.

Q. S0 whatever discussions were had with
Mr. Dubin were between Mr. Zwirn and Mr. Dubin off
in private, in effect, other than what you
listened to over the phone?

. Yes, I bhelieve so0.

Q. By the way, on the managed account, the
accounting for the managed account, was it handled
separately from the accounting for the onshore and
offshore funds?

ME. O'BRIEM: Objection to form.

Al What do you mean, "handled separately™?

Q. Were there a different group of
accountants who dealt with the managed account's
books and records than, say, for the onshore fund
or was it the same accounting staff that dealt
with everything?

A The same accounting staff dealt with
everything, but at some point after the settlement
agresment with Highbridge I did assign a couple of
people to specifically keep track of Highbridge's
assets.

0. To your knowledge did —— oh, I know you
sald you were an investor in the onshore fund.

Was Dan Zwirn an investor in the conshore fund?

A I believe he was.
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0. Was he an investor in the offshore
fund?

A, He was an investor by wvirtue of an
offshore deferral.

Q. In other words, the incentive fee was

deferred and rolled into an investment in the
offshore fund itself, in effect?

AL Yes.

. Other than as a —— by wirtue of his
deferral arrangement, was he an investor in the
onshore fund —- offsheore fund?

A, I do not believe he was.

Q. Whoe was the —— by the way, you

mentionad you assigned a specific accountant to
deal with the Highbridge managed account post the
settlement agresement?
ME. ARFFA: Objection to form. I don't
think that’s what he said.

o. A particular accounting person?

A, I assigned a couple of —— 1if I said
accounting, I meant operations.

Q. Ckay. Those people were in charge of

running off the assets, in effect, ligquidating
them?

AL No. The assets were not segregated
from the other assets of the funds, so their
assets —— other than the GAGFAH shares, were not

liguidated in any priority fashion over any other
fund assets.

. Even post the settlemsnt agreemsent?
A, Yes.
Q. So just as whatever asset could be

sold, 1if the Highbridge managed account happened
to own some of it, then it would become ligquid for
the Highbridge managed account?

A Yes, So, for example, if the onshore
fund owned half of this water bottle and
Highbridge owned the other half and I sold it for
510, 55 would go to the onshore fund and £5 would
go to Highbridge.

The onshore fund had leverage, so that
money would get used to repay debt; and Highbridge
didn't have leverage, so that money would go back
to Highbridge.

(Mr. Schwartz leaves proceedings.)

Q2. Since you left Fortress a year ago ——
I'm sorry, since you left D.B. Zwirn & Co., have
you had continuing contact with either D.B. Zwirn
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or Fortress?

A. Define D.B. Zwirn.

0. The entities that were the management
company and the general partner.

A, The former management company entities

I believe do not have any employvees, so it would
be difficult to have contact with them other than
through things like this.

Q. And what is the status of the entities
that were called DBZ & Co., L.P., and the wvarious
Zwirn entities that Mr. O'Brien represents?

ME. OTBEIEN: You may want to break
that down specifically. The answer may be
different, and it may be hard to answer in a
global way. I don't know. I'm just saying.

Q. Do you know what the status is of
O.B. Zwirn & Co., L.P.7?
A, I believe the name was legally changed

to something else called Irvington, but I don't
know the full name.

o. Tep.

AL And T don't know what’'s left anymore.

Q. Where did the name Irvington come from?

A, Donft know. I assume it came from Dan.

0. What assets did it have when you last
worked for D.B. Zwirn & Co.?

A I dont believe it had any assets of

any materiality, nor do I believe it had any
liabilities of any materiality at that point.

Q. How about D.B. Zwirn Partners LLC, do
you know what’s happened to it?
A, I don't believe it exists. 1 believe

that entity is, if not dissolved, has no reason to
exist.

Q. 2And how about Zwirn Holdings?

AL Don't know, don't have the foggiest
idea.

0. And when you were last working for ——

so the entity you last worked for would have been
D.B. Zwirn & Co.?

A. L.FP..

Q. L.F.7?

A Correct.

Q. You last worked for it as of the summer
of 2010; right?

A, Correct.

Q2. And how much was your salary in that

last year?
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A, My base salary was at the rate of 1
million per year.

0. Was there a bonus function to it?

AL Tes.

0. And how long had your base salary been
at a million a year?

A, Since 2007.

Q. With a bonus component?

A, My bonuses were approximately 2.5
million per year.

Q. 2.5 million per year for 2007, 2008,
20097

AL Yes.

Q. And 20107

A. No. 2010 was at a lower rate and
prorated for the five months.

Q. And how was the bonus calculated? Was
there a formula?

A, It was an agreed number.

o. It was an agreed number? Between who
and who?

AL Between Dan and myself.

0. Was it based on some performance
mebtric?

AL No.

0. Where did D.B. Zwirn & Co. get the
money to pay you this salary?

A D.B. Zwirn & Co. received management
fees and incentive fees.

Q. Even once the gates went up in 20087

A, The gates never went upg.

Q. Well, the fund went into —— I'm sorry,

the funds that D.B. Zwirn & Co. and managed, the
onsheore and offsheore funds ——

A, Yes.

Q. —— they in 2008 ceased taking new
investments; correct?

AL They actually ceased taking new
investments far earlier than that. I believe we
stopped taking new investments as e=arly as late
foe.

0. From late 067

A Yes,

0. S0 from late "0& on there were no new
investments in the offshore fund?

A, I do net believe there were.

Q. But DBZ -- D.B. Zwirn & Co. L.P.

continued to receive these management fees up
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until Fortress took over?

A. Tes.
Q. And that was the source of cash flow
that it had was the management fees?
. And incentive fees priocr to 2009.
Q. Got you.
And why did vou guit working for 02:37:16

D.B. Zwirn & Co. in the summer of last year?
ME. OTBRIEM: Obijection to form.

A, In conjunction with the transaction
with Fortress, I had an employment agreemsnt that
lasted through 12/31/0%. I was asked by
representatives of Fortress to stay through May 31
of 2010 in conjunction with the transaction.

Q. Do you have any continuing —-- or did
you, after May 31, 2010, have any continuing
contractual arrangement with Fortress? 0Z:37:52

. I have certain confidentiality and
nonsolicit arrangements that were in conjunction
with my employment there.

Q. Any compensation paid to you post May
20107

AL Not a penny.

0. And do you —-- and D.B. —-- were you
working for D.B. Zwirn & Co., L.P., when its name
was changed?

A I dont recall if the name change 0Z:3B:25
occurred prior to May 31, 2010, or after.

0. Was it formally wound down in some —-
"it" being D.B. Zwirn & Co. —— in some fashion?

. I do not believe it was formally
ligquidated under Delawars law.

Q. Did you ever have any position with
Zwirn Holdings or was that simply Dan Zwirn's
entity?

ME. ARFFA: Objection to form.
A, Zwirn Holdings I beliewve it was an 02:38:59
intermediate holding company for Dan’s interest in
the Dan Zwirn affiliates, so no.
(Fause.)
Q. Did you participate in —- as I
understand it, the onshore fund would make
investments in certain -- would originate loans,
let them season, and then transfer them to the
offshore fund after a period of time?
ME. ARFFA: Obijection to form.
A, The onshore fund engaged in a lot of 02:40:03
activities, and yes, loan origination was one of
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them. And on occasion the onshore fund, either
directly or through its CLO, wholly owned CLO,
would syndicate or participate in portions of
loans to the offshore funds to its managed
accounts and to third parties.

Q. And the reason the onshore fund —— with
the onsheore fund they would have to let the leoan
season before it could give it —-— before the

offshore fund could invest because the offshore
fund could not be originating loans in the United
States; is that right?

ME. OTBRIEM: Objection to form. And

to the extent that your answer has anything to

do with legal advice that you might have

received or been aware of, I direct you not to
reveal that information.

A. It's contained in the audit. The
offshore fund as a general matter should not be
engaged in a U.5. active trader business, which
would include loan origination as a matter of
business practice.

Q. One of the reasons why you were
concernad about the leoans from the cffshore fund
to the onshore fund is they might be perceived to

be leoan eoriginatieon in the U.5.; is that right?
ME. ARFFA: Objection to form.
A, The concern was not a single loan from

the onshore fund or even two or three loans; the
concern was an offshore entity providing capital
for purposes of having another entity originate
loans for its benefit, as a matter of practice.

Q. It could ke a problem for the tax
status of the offshore fund?
A, It could be a potential risk in

jeopardizing the tax status of the offshore fund.
MER. SUSMAN: I have no further

gquestions.
THE VIDEOGEAPHER: This is the end of
today's depositicon. The time is 2:42. We're

off the record.
(Time noted: Z:42 p.m.)
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