From; Walker, George Dete Sent: 9/17/99 10:58:57 AM
To: Pitt, Lawton %W;Cebrinik, Zachariah, '
GCct Cohen, Larry;bubno, Michael Glough, Brent;Rubnnsteﬁn, Ptuart (GSAM) §

Boa:
, Subject:. FW: ldwaxs for ECH Internst Project
v Number of Attachments: 0 . - Folder: Inbox

. ~Mesnage Taxt:

™ [ —— et v v i i e 41 U Ak L 0 Y AT R P . [y ——— e

fyd

CmememOriginal Messageme -
From: Pechman, David o ' )
 Eent: Friday, September 17, 1989 9:22 AM
To: - Lewlis, Jexemy
N - Toxtona, Leslie C, Wakker, George
" Subject: Ideas for ECM Internet Project

'Jeromy,

- Thanks for the updﬂta on your projcot Lo cnhancc ELM methods of price digauveiy
and predicting aftermarket performange of I1POs vis capturing information from
“internet retail. = Youw asked fox comments on the draft note:

The pOﬂSLble aolution in the draft note deﬁeribeq a paﬂsiblu mwbracket for ECH
deals tonposed of various a-brokers who would give us information flow in meturn

. - for agoess to oux deala. There are.three issues which might be Intereating to

, consider"" . . . . L o, '”

1. Tha hot deals are obviously a currency, which ean be used to please | ,
institutions, please high net worth individuals, acquire new customers{parhaps
for GS.com), help ROM as per the memw, etc. Row should we allocata between the
various Firm buaincaaga to maximize value teo G3? .

2. How much "say" do the issvers hAV¢° lhuy have an | mbvions trade -off betwean
a big “pop” (great media coverage and morale boost) versus moze cash procesds.
_ Could we o{fer a "dlal" to 13Juﬂr* and 1QL Lhmm(and parhaps thelr Ad aqwncica)
docxde? . - .
3. For GS. com, FKGLU“lVE atcess Yo GS hot deals miqht be a Czitxcal rompetitlvﬂ'
”:poql tu ke;p cREtomar dwquiuiLLon aas?& low andg encournqe larger cllcnfa to move
to our site from 8 compctltor a. . . -

Hope this is helpﬂul. Pleg se keep ne infcrmcd as the work progresses.'

David A Dedﬁﬁﬂa
23.2-902-0145

ConRduatinl Trestment ) ' ) R C}S 1 472 06

Requested by
Coldman Saehs Group

Proposed to be Sealgd



From: $teel, Robert ' ' ' . Date Sent;: 5/12/00 9 51131 A
Tev: 'tim ferguson@putnamlnv com! [tlm ferguson@putnamlnv eom) ; .

e
Boc: Solomon,  David M,mortara, mlkE:aChwartz, Eric S;adnders, Michaael J;Morris,
Robert B: : . '
Subject: Follow up to Thursddy E Meatxng . a3 : .
Number of Attachments: 0 - . - Foldex: Sent Ttems

Message Texb:

v e YTl YU e A AL A A AR Y P Al Bk e v o o U Y Pl D L 0P TP P Y TR TP B Btk o e e e ] e, e v A e e b oy

. Dear Tim:

"Ik was good to see you in New York on Thursday. On behalf of all my colleagues,
thanks to you and your teawn for taking the time to qudnLZP Fuch a produchive
and Jnformative briefing for nus. I can assure. you that we very mieh appreciate

thase eofforts, and it will allow us to do a better job on focqsing on whaL is
Jmpartant tn you which acaorugs to yuur bpnefxt quitc dJrPCtly

With xaqard tu gchLfla follaw up, I am pl&aaed that David Soloman was' thara S0
as to fuxther the relationship in high- yleld. You've continually mentioned this
is an area where you feél as though we could do a better job, and T am '
eptinistic that the progress that nhas been made is 1w large part due to Dav;d'
involvemant at our flrm. ‘We look forward to doing an even better joh in this"
arvﬁlgn;ng fGIWard © An we discussad, the speclal projects reaearch seems to be
off to the races, and I am quite optimistic that Lisa and Carele will continue |
to build their relationship, On equity capltal ‘markets, I think is pretty clear’
that T am aceepting your obgervations that we 'can and should do & better Jok
. with regard to IR0 allocationa_ CThig. ds oon my watch and I can prmmisa you It

" will do my best to make sura that we are responsive on this point. However,
wonld ‘suggest that ‘the ‘advics I gdve with regard to focus, i.e., the large and .-
important significant transactions, is really the moat impertant isgue, not the
smaller, highly appzaciatinq tech~type [POs, which are more of a transient
nature,,jn my vxew, “than of & 10ngntexm 1mportance teo your lnvestlng 5trateqy.

. one araa whlch de raise some concerns wmth me. and my collaﬂgues was. the faollng v
that in some way doing moze underwriting busihess may actually impair our | o
gecondary bugitesg. I would recommend this is something that you continue to ' .

e think abcuL because, in my m*nd, thare should be ‘an’ addmt;ve aspect Lo’ accaqa Lo,
© 'the calendnr as opposed to a zero sum game with r@qard ro this typa of activity.

If anything,' in the underwriting business, market shares continue to consolidate - L

“and the large two to thres will have imoxe .and Moxe business n the' future, and
it &3 my wiew that we ‘should be’ rewarded with addltional sccondaxy buszneaa for
cffnrinq accass to capital markctu product.. .

Tlm, na mcssﬂgc would be complct& w1thout thank;ng you agaln for all you have

. done o funthvr the relablonshlp betwaen Goldman. Sachs and. Putnam, I am
continually aware of your important role in Llnsuring that we have been reviewed
properly and am pleaﬂnd that some of some of aur areas . have improved so as to
make your faith in us appear Justified to youz eolluagues We will continue to
do our best to contribute to your success in the futurn and look forward tQ

"contxnulng this constructive dialog. | . .. .

Sinceraly,

Boblstéel|
Goldman, Sachs & Co..
(212) 902~8032"

Cahrdcﬁﬁnll?ﬂnﬂnent : . S L L
. Requesteq by '
Goldmnn . GS 183154

n Stchy Gronp

193734175 0L956.TIF



from: /0=GOLDMAN, SACHS & €O, /OUmHORLDWIDF/CNcRECEPI N'rs,/cuwmm QBRIER

DaLe Sent: 3/13/00 2:53:43 PM
To: Man, Margmret ‘Layne, Jufirey; '
ca"stcvnns, JamES)MillPr, Jeffrny,

CBegs .
-subjtct FW )olnt bcokq . - . . ‘
Numpber of Att1chmcnts, N o ‘ Folder: Deleted Items

Message Text:
ény progrbss on th
" we haveé anothax big 3oint,quk§ deal today. . L"..;'

.anyfhing'i @an to help?

VU hnne O‘Erlcn ' S
- New York Ins ributlonal sa}e4 ,
212 902 2)68 ' ' g

,mall
. anne, obrlen@ga.uom o
:annaobrien@bellsouthipJ com -

JT wwwwww Orlqinal MCJSagE““T'"i““
" promi Obrien, Anne U .. S
. Sant Thursday, February 24, 2000 11 59 AM ' .
To: ', Hodge, Timi Man, Margaret R Y
. Qel T Taplor, Robart E- D e . R
.Subject*.; 30Lnt boaks,

. the way that our salespeople 100k at underwrztxng 1nfo for cllenfs is with thzs
 ur1. . We Tun this report. all the tima for dmffcrﬂnt :
.'a?;wntalaalaspeople/revnewa . v

N http //nyiapqwol\eq ga com/ﬂlm%!dftermdrk&t/cgl bin/ulantIetrlPVE CGI

'the JmJﬂspﬂaplc will actuwlly uhow th1¢ inio Lo, ‘the client, and Facu« on. the
_colums that shows how mich & the Clxent madg from LhL undurwrlttnq Cat o ds B
ffcrLtlcally Jmportant toolﬁ,,z' - B :
. ..,.:"; W \ v roo [ .'---, PRETIY R AR wo
! howevcr, when wc lookod at dlllanar rmcantly, we noticad - that thc Cornlng Ulﬂa&
(‘dea), whxgh wals jolint, books, did not Jappsax for allianee. we mandally added it
" in for bob taylor to review with allianrce, .in this spreadsheet. you will see -

that it has & big ;mpﬂct on thc nuﬂ%&rq o e ' o :

'hE_did.notlce, how&ver, that it appcared for some of our cllean, for vxample,.
Bowman and Chris Blair,
Q'ﬂs Qé.qis¢uased,.thg$e joint books ara ececuring more fraguently -- bok tayloy
“ment ioned Freemarkets, China.com, Allegiance, TMP and kerrr MeGee in addition to-

"coxninq - Hle haa asked that we find a way to LDClUdP Lhese . in the client
aftermarker reporfs

i d love to go over thls with both of you qt your canvnnlﬁneﬂe

Confldentimd Traatiment . "

Requested by o .l . . . o . . . OGS 208,’.57

- Goldman Sanls Group

Proposed to be Sealed



rrom: /0=GOLDMAN, SACHE & CO /OUBNORLDWIDE/CNMQFCI?IEV S/CN=MIChARL, LEMNKE

: . Date Sent: 7/14/00 12:50:04 AM
To: Man, Margarst; oo

Ce: Miller, Jefﬁrey*Grimm, Brac: Rosenherq, Shira;

B
Subject: Aftermarket PerformdnCC Raporl , : Co
Nunber of Atmachmcnt*' 0 L Foldar: Inbox

Mensage Taxt:

AW L A ek bk e d it VA VR TR R L Y T e e A LA L TS T A e ey oy e Ay d ok Ak Ad ALk NS e by vy £V YW TR S YT Y TV TR YTY T VR Y S e T T P o

Margaret

I have been asked to provide a detdm]ud weekly analy,j% of JLF Asset '

Managemant. 'y trade-up value to Joe Della Rosa, Tom Lewls and the salespsople who
cover the account, T will be uqxng the data provided in the Aftermarket -
Pexformance Report (by client) as the basis for this analysis. Az follow-up to
onr conversation thig alfterncon, I would like to wetail for you some of .the
issues that have arlgen whilé pxdmlning JLE's data Lngludad 1n the Aftermarknt
'Pﬂrformance chort ' ' .

* o ngera; deals/JLF pafticiﬁatéd.in'are'mlﬂsihﬁ-

8 Lvid Managed Deals: Orgnnic;'Iﬂforﬁa, onuq Tnnovatlmns, Capstong Turbine,
. Storaga Networks, Rediff.com . __
o GY Co Lead (joxnt book runniug) Managed D&ﬂlﬁ AT&T erelass

'Orngnale, we thoughit Lhey miqht have been axcludcd bccauge of Goldman s role
Jdn the undexwriting of the deals ox the Lype of account the shares were booked

to (institutional or PCS). Howavér, Goldman was the Lead Manager .and Bookrunnar o

for all but one of the missing deals. In addition, all the missing deals werze
bookad to 1nstitut10nal accounts Lo ' . o o .

o . There Are duplicate entries for Sonic Innovatlons, We checked several
other clients to see if this problem was isolated to JLF, but found dupliaate
-_Sonic Innovatlonu cntrlas An other dcuouRVQ, as well. . .

T Thﬁ title Of ‘the "Dates" column ncﬁda to be changed £o clarify that thasa.;i

datas xepraqent “Offcr;ng Dahés," ‘50 °'as not to be possmbly vonfueed Wlmh "Trade

Datc“." _s.

ﬁ The Aftermarkat Pmrfoxmanvw Report ‘is an incradibly meo:tant source of data and
~ . is heavily xelied upon by the U8 %harmq salespeople, Please lat me know now I
can be of .as aistancu in mernVLng the data houded in the rcport : -

~Mike .

=5 187580
Canfidential Treatment

Requested by .
Goldman Sachs Group ' L . e



From: Stevens, James - PDate Sent: 2/2/00 6:29:23 »M
To: Furey, Timethy; . : " ’

Cg; Frumkes, Robext K; Savxni Ware P;Heldt, Douwglas:;Auslander, Benjamin
M;¥illen, Redoey:Millex, Jeffrey:;Ballon, Katharine;shah, azrjave;Colella,
Marzb‘bhm, Jane Man, Margaret; Laynn, JLffray;anach, Chrlatuwhe:,

BCC.
5ubjact RE CliLnt Deal chevagc Ratlo - . . - -
Numbey of Attiaehmentz: 0 o © o Foldexr: Inbox

Message Text:

R ) S e i T TR T N S R 1 U S PRy S S S SR S ————— .

I got a W from Chris %aback last night saying that BEq Mgnt had gone through
this data for the Top 150 sccounts soxoss thoe division,,.this maybe a low enough -
Level to get. to the nght comp Looip addition, it sounds like Cheis i Lrylnq 1o
look mt accounths that pay wa'on Jump Ball Co~Munach trdmunLtIan éu well
nlthuugh thﬂ WOrk N Just beg;nnLng : Ca .

————— oriqnnal Measage~wmmw
. From: Furey, . ‘Timothy T '
.Sent: Tuasday, Y“thuary 01, 2000 10 02 AM
~To: Stevensg, James F . | .
. Cc~ Frumkes, Robert K; Sav1n1, Marc P, ﬂ31dt, Douglas L, Auwlande:, Bﬂn)amln.
v . M:; Miller, Rodney; Millex, Juffrey § (Equities Management ), Baslon, Katherine
" Ji Shah, Aarjzve; Colclla, Marlo, Lum, Jane; Man, Mazgarat, Layn&, Jeffrey

1Subject . REs Cljent Deal Lev&ragu Ratia
~31m,-=
.'tn&ééﬂ http:/[dyiéps#Ol.éq;gd.aom/éimsfifté:markét/égijbin/qliéﬁtformlcgij;

46 a helpful webslte and sexrves as a good reference if you're looking fox:a
static view of & particular client's ECM history, but T think that the systmm
Ealls. short in wllowing for a dynhmic comparmtiva gtudy to gmnﬂranm any type of

' meaningful zepozL . , . . S

1 might e wrong, but 1 dén’ r Lhink that \L PTﬁVidE’ A ODE year HnWthOt o ”v'_ .
ratio that is hclpful to comparc alloc1tlon5 BGGross all chcutq to dlﬂcover the :

"followlnq v L

©"whoe are we are’ tlppinq too much vsruuu who could wo tlp ;ome more,g;?;;y.;.tb
gcncLare morc revvnuaq ) ' o

Pleass advl4c me if there is a way to manxmulatg 1ho data ln tn;w zepori to put

'.tcgcther & marc xhluvant loo? at, thL numbgra L o mﬁﬂ“.mxf'.ﬁl

~+Th ankS'for your.rasponﬁe,

Tim -

' -444~Orlgln1l Meﬁaage-~~~7
From: Stuvens, James € . -
Sent: Tuesday, February 0L, 2000 §:53 AM . L
‘To: Furey, Timothy T, Frumkes, Robezt K; "Savini, Marc P, HLLdt Douqlas C,
Auslander, Benjamin My Miller, Rodney; Miller, JFff{ey s (Equfri@* Maanempnt L
‘Bailon, katherine J} Shahk,’ a*jave, Colelida, wario . e
Ce; Schwazty, Eric §; Niedexawer, Duncan L; Taylor, Rebert E;-Stolz, Raymond

S Gpgoro, Ropald ¥y Jaffee, Richa=zd I; Lum, Jani; Man, Maryaret: Loyne, Jeffrey
Subject RE: Client Deal Leveraga Ratio . o .
CwﬂﬁdLﬂUul]rpn“n(n{
. Fnjihqncuud by . . o
“““’“'Nw(wmm , Lo o . S e e . §i$u193653.

Pranncnd tn ha Sontasd



Impertances High

Pleaqe bhe aware of the tollnw ng waba1te logated oo the "Lquitmes e
Inpstitutional Salea” web page -~ LL'S called the "Onderwriting History Rapert
.and gives yow a look ‘at all deals that & parxticular awccount has participated in
duzing the last two fiscal yeaxs —— in addition to providing the "urade wup"
yalue over particular time frames 4nd two Week/one munth aITermarhet Buys/Sellq

throuqh G3. v

Chttp: //ny14psw01 Pq gﬁ‘rom/dlmﬂfaft@ImdlkCt/Cg%“blﬂ/P1LOﬂL”OTm cgl
',Pleasp antact your respectlve help desk.tp gain acgasu....

Jim Stevens .

Equity Capltal Marka;J.

-Gepldman, Bachs & Co.

‘ORg New. York Plara
© 50th Floor Y I I

New: York, WY 10004 o Sy

Tel. (212) 902~ 9517 Sl S . o S
Fax:  (212) B46-4060 - . o T SR R
amail jamEﬂ 3tev&n&@gs ‘com L o T
This matexial is for youz information iny and i noL lntendad t@ be used by
N anyone other than you. Thig is not &n offar ox 3oli¢itation with respect to the
' purchase or sale of any securdty. Opinlonu expregsed are our preuent ¢plnions )
~only: :The material is based upon information which we corisider reliable, hit we
oo not represent that sueh information is.accurate or complete,’ and it should .
" hot be relled upon as such., This information is current and is subject %o -
‘change. Any histerieal pricels) or value(s). 38 as of the date indicsted. -We,
or persons involved in the prcparatlon ok issvance of this material, way [rom
time to time, have long ox shoxt positions in, buy or sell {on a principal basis
or otherwise), and act as market-makers in, the securities or -options, or serve
V- ) derctﬁr of any, companies ‘mentioned harein, T ‘addition, We nay' have
gerved as mansger or co-managex of 8 public offexing of securities by any such
_ company within the past three‘years. "Further” 1nfoxmablon on. any ﬁPcurjlles -
mentiongd In this material mny be obtainod upon rrquest ' W

7*——~Origlnal Mvadagc~“~“~

From: Furey,' Tlmch/_T‘ R R
Sent: Tuesday, February 0L, 2000 6:08 aM L o
To:  Frumkes, Robert K; Savini, Mare By Meidt,” Douqlas C; Auslandex, Benjamin'.’
M: Millex, Rodney; tidler, Jeffzrey § {Equativs Management, }; Bailon, Katherine
d; Sravens, James F; Shah, Adsrjave; Colella, Mario . L o
Ce:, . pellarosa, Joseph; Schwertz, Exie §; Lewis, Thomas B: Niederaver, Dancan |
L, Taylor, Rebert E; Stolz, Raymond §; Ongaro, Ronald M; daffee, Richard 1;
Bernateln,: Stuart W; Kolitch, Jeffray Al ' '
Subiect: . Client Deal Leverage Ratio

[Ty
al J

4 L

pfigential e gatmen . | |

e Rrequested DY . | n
C,uldmwn Yachs Growp |

Propaosed to he Sealed



Hag aﬁyona commissianed a 5tudy to look at last years TPQ deal leverdge Fario
for our c:lient:s'7
{That i15.... hev much money we a:e glving our clienta versus whﬂt VIR ALE gectlng

in return.} -
CThe most populax method to dmscovax "where we are ge%tan whe bigqe it hang for
our buck" quhf be the fullowznq . :
iprofst to ﬂixqt trade/accondﬂxy (or us ﬁhhzeﬁ 3ecnndafy:revunuas)

.we've aJ] Lal?uu about this uub]wct at one time or anoﬁhcx, i'h just woudering'
1 anyone has flgurgd out a Jlmplp vay to do the calcnlakmon from ouz e?i&tiﬂg
Jy«tpmJ

'~.Any thought& and/ar sugqention‘ would be apprnLlQIOd

'Thanksg; N
-T;m o

. Tmmuthy Furey ’
" Goldnan, Sacha & C0>
C(212) 902-9448
tlmochy furey@ga com

Thiu mntaridl is for yaur prlvata xnfarmnt;om and e ara ‘not volicmting any
action based upon R Opindons expressed are or present opinions only. The

. material is based upon information whieh we consider reliable, but we do not

. xaprasent that it is accurats or complete,.and it should not be relied upen as K
5u¢h. Ve, or persons involved in the preparation ox xssuanre &f this matPr‘al,'
may, from time' Lo time, “have long oi short 'posttions Lo, and buy ox sall
churlties or uption of companies mantionad herein .

et

‘Conlidentiol Frestment
Requesiud by

Coldman Sachs Gf‘u"pl . i . - . 08 ]93655

Proposed to be Sealed



.Frem: Rosenberg, Shira Date Sent: L/27/00 30:00:55 AM
To: Furey, Timothy T ' -
ce: Fagenson, Stephanie;
noG:
Subject: RE: MclLagen Ma
wammer of Rbvachments:!
Message Tawh: :

ket Share IZor SplOT in Q1 a9
' Teplader: Sent Ibhems

T,
thanks for youg helpful insights!
Shira

—emme=Original Messager=—we

From: rursy, Timorhy T . -
Sent: Thursday, Januvary 27, 2000 8:57 AM
Tot  Rosenberg, ‘Shira- : _ .
Subjact: - CRE: McLaqan Maxkat Share for SpOT in QL_%9

No clua.
I'm & bvl;cvcr sn first half and second balf mumbers, net guazterly nupbers
becanse of the volatility.

One raason thet many firms pump up the volume in QL 1s that hey belisve that
they will get b@tter allocations ﬁIOm the deal houqeu if they pay wp. Ixont tor :
tha year. , :

‘tim

wwwww Oxiginal Message-——== '

From: Rosenbery, Shira : ' o , ¢
Sent: Thursday, Januaxy 27, 2000 8:40 AM

Tor Furey, Timothy T

Qe Tagenson, Stephanie . ,

Subject: Melagan Market Share for Sp0T in QI 59

Tim,

Ben asked Stephanie and 1 to fo‘low—up wi th you Loqdrdlqg Mchﬂgah market share
for &pOT in
'uQI .88, .In . the meﬂb;ng ye&tEVdiy thh Bob and Put, Pat notlcad that theze Wag .a

"gpike" in thP Q1 'and : : L o

would like to understand why. I spoke with Rodney Millexr regarding market shaze

and he pointed out ) ,

that & Quarter-ovar- Quarter basis might not nouo““ arily be the way to leok for =a

trend, but rather we .

should consider lLooking at ycar cover~year. Huo 2150 pointed to soft dollars

accounting, but we don't o '

think this is an issue with the apOT ECCOUHZJ Ban thought we should inguire

with

you as to whpther hhuru were any big bulge deals where we qainedlﬁacondary
shawve, ox I there :

could be any ether reasons? Any sugaestions you have will be qrp-tly

appreciated.

D

Thank you, . )

fanl] €
SRefa) Ty ' '

LT ' - - | o GS 188404

Propased to be Sealed




" Goldman Saaﬁs E'—Mai{'~

Erom: . ER, LawtonW -
Sant: Lo Wadnebday, May 19, 1889 9:21 AM '
Yo . . Bernsteln, Jeffray J; Paradis, L*auraN Loveday, JamesM Lea, Jennifer A (Boslon); Sanders,
. . Michael J; Tenney, David H; Shitf, Daniel; Pettican, Kate! GUtman Joseph D-
CCe ' ' . Steel, Robart K; Greeng, Kevin R; Koanske, Amy
Subjoct: . B R '

[ an effort to be fznr "tcro s the' uystem ‘wa would ask you to adhare Lo the foilowing gu:ck,,llnes re:alloeations to those who
are not long term anﬂstnmhﬂarmarkct buyers (at prices not less than $36 per shac e) in Etoys,

' Y'TD sacandary gross credits — $§ rmfiion_m mom " not more than 20K shares
%2 - 5MM not more than” 15K shares ' -
B1-2MM- - notrmorethan 10K shares
(605 1.0MM - notmaore than 5K shares
30,1 ~'0.5MM not more than 1K shares
$0.1 MM or lass . not more thzm O 5K sharas .

'O'E;v[oul.}'y the less we do with lhcoe accounta the mora we wlll huwa o gtvv to thosa who roally care abnut thl*‘ doal, of
whome thue scem to ba manyll . .

Tht“. shauid equata to about 20% of the: lnstltutlonal stwck go!ng thmugh thesa ailocations (as opposed o the, mrlou

' . .ones)

HIGHLY S
CONFIDENTIAL . (S/E 070328




anna Srast

Nl wspeeially
et beginhing
Pleazce Mowy e

Tot and Joe.,,,.tals i et EXDLIENZLOTY. L Lhe
wrouwhling., T think thav we shoule Lip the hell
now. It da alen not good thet Xaren is in the midel
very postad,

~~~~~ Onighnal Mzssagesme——

From: Liebexman, Mitahell o

Jenty Tharsday, April 06, 200D 10:47 hM

Tor Schwarts, Erie §; Steel, Robert X

Cot Mpsterson, John J

Subject: Wi Zweig-DiMenna frustrated on deal allocations

Ancther example of pressurs from 585 clionts linking G898 yevenve te the
calendar, 1890 not profits were $3.4MM.

c=---0rigingl) Messagormama

From: &achenm, Xaren 3

sent: Thursday, April 06, 2000 9:8¢ AM

To: Haidt, Douglas € Katovits®, Kenneth Ji Lewisn, Thomag #; Ongaro,
Renald M: Backer, Dean ) Lieberman, Mitchell J; Dellarosa, doseph
Ce: Anido, Mexandra; Rodin, John

Subject: Zweig-DiMenna frustrated on dea) allocations

Wanted o shamre the following e-mail I recelved from Joe DiMenna thins
morning....just o keep you all in the loop on his frugtration with deal
allogations and his threat to pul) stoek loan biz from us. I think the catalyst
fox his comment waz not any recent deal in partieular,..fust frustration with
his recent perforxmance i this merket,

M3 has walked him through the marging of stock loan...he Ly well aware of its
proficabllity.

~~~~~~ Original Megsagr—-mnm

From: JDiMenna®zwaig-~DiManna.con {mﬂilto:JDiM@nna@ZweigwoiM&nna.com]
Sent: Thursday, April 06, 2000 9150 AM

To: Hachen, Karen 5

Rubject: RE: gps

and we get treated like shit on deals since ARON 4ong,

remind the pewers that be thab we are enozmously profitable acen given our srock
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EDWARD C

s LENX April 6,
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FPage 82 Page 84
L pretty damn intimidated, Don't forget; 1 was aamed 11 then wet be rough with alt the swiff,
2 as o cosonanivator with your elient and draggred o ? ML POEELLD Chay,
3 by the 8EC, so 'mjust - you know, that was 4 M, WARDEN: (), Are you aware, by the way,
4 ough day forme, That was a tough - 4 the lahm in the PO actions you're refurring to s one
4 (). Excuse me, Hoof mc:-prici:\,t_.v,‘*
¥ AL e day for e, & AL don't resali ol the specifies of the
7 0y, Exeuse we, My, Lenke Drove to stirike T ditigation,
B thal a8 DONFESPONEIVE, & Q. Al right. Did you ever know what the
3] Who nared you 28 & coconapirator with & ghaim was in the Bigation?
10 Coldman Sachs? L0 A never revieveed the clsim personadly, )
11 AL Twias - you know, the (PO Bitigation, the 3L was fortunate enough to get some stforneys Lo take
12 class action 120 litigation in New York, whatever 12 e on ax o humble wdivigual and help me through
13 state, Tand my CFO were named as coconspiralors {13 that
14 based on allsgad Goldiman Sachs violations of the 18 Q. Did they ever axplain to you what the
19 Jaw, and }say alleged, U'monot a fawyer, 1 don't LS claim wis?
16 know the law. AT know is T was sued because |1 i6 MR, POSELL: Objaerion. Calls Tor
17 was in collusion with Goldman Sachs for doing Vi oprivilege, Don't angwer,
18 roanipulation, alleged, of TPO stock. So picture, e MR WARDEN: Q. Did anyone ever expliin to
19 yoursel, 'malone. I'm inap SEC thing. Ang I'm 19 you what the clabm was i the [PO Btigatiom?
20 like, akay, the SEC is going to take me to jail and | @0 MR, POSELL: Other than your Jawyers. Do
21 Coldman Sachs o jail. Think aboutit, 23 not answer what your fiwyers tald you,
Y Q. Okay, Sir-- ' 22 THE WITNESS: Other thun imy lawyers,
23 A. Tt can color your perceptions, I mean, it 23 nobody aver explained anything to me.
24 can, Bulanyway, I didn't rezall it at the time, | 24 MR, WARDEN: Q. Do you have any undrstanding
2% recalled it subsequently. And you can be indignant | 25 of what (he cliint was in that litigation?
Page 83 Page 83
1 ol you want, I'm giving you my testimony. ) A L readly don't believe | did,
2 Q. We'll come back, As [ar as -- well, never 2 Q. Did you ever have such an understanding?
3 mind, Did the SEC ever aceuse you ol being a 3 A. | believe { had very limited, i any,
4 coconspirator of anyone? 4 understanding of that whole progess,
5 A, The 8I2C never told me anything, They B €. Allright, Lat's go lo -
6 dragged me in off the street, and they stated & AL Fmthank ful it's over,
T cilling me with questions, 7 Q. Let's polo page 72 at line 3.
& Q. So you're comparing the SEC (o the Gestapo | 8 MR, POSELL: bt me ask you, My, Wavden,
9 or what, dragging in people off the street? 9 if this is going to take o Hittle bit of time, 1'd
10 MR, POSELL: Qlbject, T instruct him not 10 dike to take a break and have ug take a break,
11 Lo answer that, and i you want (o -- if that's 1) ML WARDEN: That's all right, This iy
12 going to be the tenor of your questions M, Warden 11 2 the tast one of these, ind we can take a break now
13 wa can stop now. 13 orlater, s uplo you.
14 MR, WARDEN; [l is the one who used the 114 MR, POSELL Al right, Let's (ry it,
15 phrase drug him m off the streel. 15 MR, WARDEN: Q, Qkay. 72, line 3 through 73,
16 MR, POSELL: You know what? He's 16 dine 7,
17 witness; you're the fawyer. You don't have (o« 17 MR, POSELL: Line 77
18 you don't have to exagperate or argue. You can just | 18 MR, WARDEN: Yes.
19 ask him questions. 19 {Inserted text
20 MR, WARDEN: And he can just answer, | 20 "), And was thers ever a discussion of
2 think, ag well, 271 bwinging the price of the offering above $207
22 MR, WACHTEL: Do you want to do a break? | 22 YA, Fdon't recad! that, From a tactical
23 ML POSELL: Let's take a break because -- 23 perspeative, what the banks would tell us was they
24 all right, Go ahead. 24 liked wprice JPO's batween ten and twenty doliars
) MR, WARDEN: Let me just finish this, and | 25 “ashare, They don'l like Lo be below len, They

22 (Pages 82 to 85)
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Page 86 Page 88
1T don't ke o be above nventy. 1 A, Line 22 of page - Pmsorry. Jlost you,
4 AN, idsatly, they want 1o be ip that - a0 Borry, Say it again,
3 and Tdan't know - yvon know, Pihink it son of a 3 Q. Pape 72 line 22.
4 practice i the marketplace. They fike 1o have thom 4 A 72, ine 22,
& priced between wn and twenty, 5 Qo This s within the pleas you just read.
& Yot fnowe, at e 1o twelve, and moving up & You said the following beginning there, "You know,
P 7w -owell, T just say this - T know I'm
B rpising double proceeds we inidalty thougin, We 8 tatking oo mueh. A o CEO D was seaved o death of
Y ware vary happy strategdieally as @ company o be S gust Hving up e the 520 ories 1 was scarsd o
1O able 1o huve st extrs cash. T aon't recall ug 1O death, We potto iy 1o justify vaduing the
11 ever walking abowt going vp to the higher price. T gompany. Mow, thal is 2 gothfol statemeon, 18 it
12 "0 Yeah, 12 not?
13 YA You know, aga - well, PH just say 13 A, T was scared 1o death, yes,
14 ihis, }know 'mtatking oo much, Asa CEO, T was 14 Q. Ohkay.
1% geared to death of just Biving up o e 520 price, 15 A, Yo woulsl have beean, oo,
L6 1 was seared 1 death, We got Lo try to justify 10 Q3 Right. And nothing has changed since
17 valuing the company. 17 January 9, 2002, or for that matter since the 1870
14 "There's only one thing worse than falling 18 itsett about whether vou were seared or not, hag it?
1O afier the first day spike, it falling beiow the 14 A Oh,no. [ was seared,
20 PO price. So how am [ going to manage this company | 20 Q. Okay.
21 1o be worth 32,4 bithion, which was the 320 price. 21 A, Yeah
22 "I we had taiked about going higher, I 22 Q. Well, iet's go to 73, line 1.
23 would have said, No - T would have opposed that 23 A. Okay.
24 beeause T was slready scared as it was." 24 Q. "There's only one thing worse «" you say,
25 THE WITNESS: Complete, 25 "There's anly one thing worse than falling after the
Page 87 Page 89
1 MR, WARDEN: (. [s that accurate, that 1 Tirst day's spike, It's falling betow the IO
2 testimony? 2 price, So howam Tgoing to manage this company 10
3 A, 1tis acsurate 1in the context of which the 3 be worth 2.4 billion, which was the 820 price, 1F
4 question was agked and the conlext of the tima and | 4 we had talled about going higher, T would have said
5 the feme of mind and e discussions we had as a 5 no. [ would have opposed that because T was already
& company. 6 scared as it was," Now, wag that statement truthful
7 Q. Have any of fhe facts about what you've T in 20027
g lestified on page 72, line 5 through 73, Hne 7 el A, Thiy statement was ath(ul in 2002 with
9 changed since January 9, 20027 9 respect Lo angwering the question --
10 A, This -- 10 Q. Yes.
11 Q. Changed - s your testimony historical? 12 AL e which was about why we did nol discuss
12 A, This question was about the pricing 12 taking the price up in the pricing commites
13 commitlee discussion we had, 1F my'bzmks —ifour |13 meeting [twas completely tuthful, But see,
14 bank, that s« [ stand vorrected - had wld me 14 here's the thing: My viewpoinl was the stock was
15 that, "Toby, the price is going 1o go up 4X anyway 115 going W go up beeause of the marke( conditions
16 onday one. That's what iU's going o do," when ] 16 we've tked abowt and it was going o go up 30, 35,
17 made tis answer in the conlext of that pricing 17 ¢l eelera,
18 committes, this answer would be difforent. 18 Fut here's the thing: The stock went 1o
19 0. Okay, Now, on lanuary -- 19 79 and i1 had known it was going w do thal, I'm
20 A, 8o thig is accurate with respecl Lo the 20 sorewed eilher way. I've got to live up 0 79, nol
21 fact that ] did not bave that informalion when this 2135, Dimight as well get the proceeds for (he
22 answer was provided o this gquestion for that period {22 benelit of my sharcholders because T'm stuck with
23 ol time. 23 the problem either way, Nobody told me it was going
24 Q. Okay, MNow, let's just go down (o ling 22 20 1o yowdX. Tdidn't know it was 31 instead of en
25 on page 72 of Lenk 1. 25 4 one, 1 would have asked for move proceeds,

25 (Pages 8§6 to 89)
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Page 90

1 b ddid e buve that information whan this Voodtatthe time, 1'm nol aure.
2 quuestion was - indwar was proviced 1o that question 2 O And Dante! Mova --
3 for that period of me an that pricing commitive 3 AL Yes, sir,
6 mecting, so hat's my nswer (o you. 1t s 4 Q. - what were his afiilintions, if any, at
5 dbselately Importenl swith respeet @ tne and 5 the time?
& pontext when vou fook o this destimony, & AP was @ venture copiialist,
" WARL PORELL You've armwerod the guestion, ¢ 0. And whith whorn was he assoniates?
& MILWARDIM: ). Wotld you have bege even niore ; i A Fhighland Capital Pariners.
G searsa i e 1P price ware 400 ] G And then we'll come book ta this, but ey
10 Ao Bure, Yeah, Absolutely. 0 had just bought some of your prefemed siock; i
11 MIL WARDERN: Okay, This is a good time T4 that correet?
12 for o break, 12 A, They were - Highland Capital, 1o my
13 MR FOSELL: Thank you. 413 recollection, was a sories B preforved and a Series
14 THE VIDEOGRAPHER: This marks the end of L4 Cprefarred vestor, 50 1 think you're referrmg o
15 waps nomber one in the deposition of Edward O Lenk, 1H series O, yes, .
L6 Cioing off the record, the Hme s 11435, i6 (3. How long had he been on the board?
17 (Recess tanen.) 17 A, He would have baum on the board gince his
18 THE VIDEGGRAPHER: Ths marky the 18 sepes 13 vestment, sud 14 bave to go back and
19 beghning of tpe sumber (wo in the depositdon of 19 chesk when sertes B closed, and iU would have been
20 Eaward C. Lenk, Bock on the record. The time is 20 atthat pointin time. 1 don'tl recall speciically,
201002, 21 But more than a manth; T know that,
R MR, WARDEN: Thank you. 22 (3. Well, Lthink the record shows that series
23 Q. Could you please refer to what's been 23 Cwag in March 1999, Series B preswnably wag bafore
24 marked as Lank Exhibit 4, Mr, Lenk? 24 (hat, 18 that covrect?
25 A 4 Yes, sin 25 A, Yes, sir. He was on for longer than March
Page 91 ' Pape 93
i Q. Other than yourself it says the direetors 1 of 09, Yas, sir,
2 present were Peter Hart, Tony Hung and Daniel Nova. | 2 Q. Okay. Was he on frorn sometime in 19987
3 Who is Peter Flart? 3 A, He was on sometime in 1998 from the series
A A, Peler Hart was a boareh member of eToys, 4 B cloging onward, and 1 just don'l recall exactly
5 Q. Angd what other affiliation doas he have? 5 which month it was,
& MR, POSELL: You mean did he haye? 6 0, Were there other members of the board who
7 MR, WARDEN: O, Iid he have at that time? | 7 weren't prasent at this mecting, on May 177
g Yes, thank you, Y A May 17, The notes indicale Poter Hart,
9 A, Tdon't betfeve at that Lime he was 9 Tony Mung, mysetf and Danfel Mova, so the board
10 affiliated with 2 company or had @ job, He waga 10 member that would be missing, Uhen, from this Jist
3 retad] technology excoutive for a rapicdly growing 11 would be Michag) Moritz, and my recollection is that
12 relatler prior 1o him joining our board, and thal 12 would be the only missing board member from these -+
13 retailers name was Ross stores, We beought himon {13 from this list here.
14 (he bowrd boeause he had gone thvough a rapid 14 0. Okay. And what wag Mr, Moritz' business
15 technology scale-up fora retailer. ¥ think he had L5 orprofessional afliliation, iT any?
16 relired at the Lime, and ' notsure he had an 16 A, Venture capitalist,
17 affiliaton at the time, 1 Q. And with what organjzation?
18 (), Okay. What buginess or profession was 18 A, Sequoia Capital,
19 Tony Hung in? 19 (). How long had he been on the board?
20 A, Venlre capital. 20 A, The same amount of time a8 Mr, Nova,
21 Q. And with whom was he affiltated? 23 Since the cloging of the series 1 investment, 5o
22 A, A firm catled DynaTund Ventares, Yeah. 22 somaetime from 1998 into this period io 1999 and then
23 Q. Had he had experience with other [PO's 23 subsequent, of course,
24 before the cToys IPO? 24 Q. Okay., Who was and is Frank Jan, il fve
“9 A, b Tdon't recall at the Gme if he had |25 pronounced that comectly?

24 (Pages 90 to 93)
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Page 146 Page 148
1 PH certainly represent 10 you - and he ean T Sachs as (he toad mimaeging uoderwriter for the eToys
2 confirm to you -« that cartaindy | wag there as aoAPO?
3 eloys counsel, but ask bim ¥ you witl, 3 A Yas § ik hat's agcurate,
q MR POSELL: 1 don't have an objeehion. 4 Q. Wore any of the PO allegations that «
& THE WITKNESS: Sois there @ guastion (o S shlovations that you reseived as @ persona
6 ome? 6 customers of Goidman Sachs o guid pro aua Tor vour
N WAL WA RDEN Not any banger. Thank you, T direstn vt hvesumian: banking busingss o
4 MR, POSBELEY Our new withass jus B Cioldman Sachs?
o qagfied R A N,
10 THE WITNESS: Okay, 10 0, Do yon hiave gy infornabon with respect
1 MR, WARDEN: Q. Do youreeall at the endof {23 to Goldman Sachs hoving reccived kickbaoks from
12 e the bast thivd, Jet's sy, of youe SEC deposition the L2 anyone in connection with the e Toys 1O?
13 lawyer for the SEC conducting thal deposition asked you 1 13 A b cdon't have any sech information
14 geptain hypotheticals abowt kickbacks, commigatong and | 14 pecsonally, no,
15 som? 15 MR, WARDEN: {would like to mark as Lok
16 A, think Frecall that from the seript, 16 192 document that says -- which beging, "Goldman
17 yes, Y7 Sachs Flip Reports, Deaty ETovs, Ine 1thears a
18 Q. Thank you, L& printout number of Seprembur 19th, 2000, otherwise,
19 A, Yuah. L9 is undated.
20 Q. And you - 20 (Whereopon, Exhibit No, 19 was marked for
21 A, Fihink that's acourate, yes, 21 identifieation,)
22 Q. Hasanyone ever (old you since that a2 MR, WARDEN: Q. My, Lenk, is Lenk Exhibit 19
Rdegeposition.thathe. SEC. either propused 10.chaLg e O, 23,0 e Dipping Jise v Ripping document w which you
24 did charge G8, Goldman Sachs, with taking Kickbacks 20 veferred in your Wwslimony s moming when you sqid
25 from H'Q customers? 2%  you had seen something sinee the SEC deposition?
Page 147 Page 149
S A, Nobady has told me anything about any 1 A Yes.
2 litigation, 2 0. And you don't know who created this, do
3 MR, POSELL: s the answer no? 3 you?
4 TIHE WITNESS; No, 4, A, No.
5 MR, POSELL: Thank you. i 0. And you don't Know when it wis ereated?
6 THE WITNESS: Sarry, Fve got to be 6 A, No,
T oguick, Sorry, Rireet. No, 7 0. Allvight. Leaving this Ripping docwment
8 MR, WARDEN: . Has anyone told you that the | 8 aside, what else bave you seen or learned of since
9 SEC did nol charge Goldman Sachs with making 1O 9 your SEC deposition that baars oo the pricing off
10 allocations contivgent on a custome's expression of 10 eToys PO, in your judgment?
11 after-rmarket interest? 11 MR, POSELL: Could | have the question
12 Al No, Y2 again, Ms. Reporter,
13 0. You became at one poinl o personal 13 (Record read by (he reporter.)
14 customer of Goldimap Sachs, did you not, Me, Lenk? 14 MR, WACHTEL: Objection to the form,
15 A, Yes _ 1% MR, POSELL: Objection as to form, You
Y6 Q. Andassuch youreccived allocations in 16 can angwer.
17 some PO thal Goldman Sachs managid? 17 THE WITNESS: What else have T seen sinee
8 AL Yeu 18 the SEC deposition?
18 Q. The first such allocation you reccived was 18 MR, WARDEN: Q. Yes.
20 i Goldman Sachs’ own PO, was it nol? 20 A, And you're not asking what else 1
21 A, Yoy, it -- that's correct. 21 reflected upon or anything, 1. T have sean - my
22 0. And that was shortly before the eTays 11707 22 ullormey has showed me some material as pat of this
24 A, No, my recolection was it was afler. 23 litigation tat is acdkitional information I've seen,
24 Q. After, okay. And therefore it certainly 249 Q. Thal in 5o0me wiy -
25 was after and long afler you had selected Goldman 25 A, Well --
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i (). - chanyes -
2 A, Pmrsorry, Tapolowize, Youwr question
3 was with respect 1o the pricing --
4 Q. Prcing,
& AL e of the P07
5 (o That's corrgst,
b A b very specifically and saoowly with
2 pespeet o the pricing of the -
4 Q. Yas,
10 A, e HPO? Pve seen aome materia) with
1 respeet to this Htigation in terms ol the argurnents
12 with Goldman Sachs in wrms of their
13 responsibilities vis-a-vis eToys, which would Jead
14 me to question whether owr interests are being
5 served with respest o that pricing.
16 For example, there was a guastion of
17 whether Goldman Sachis has o legal Hduciary
18 obligation to the company or not, and they're
19 assertion that they do not, which leads me 1o
20 believe that ] really should have been a littte more
21 vigilantas 2 CEO of the company al the time in
22 terms of pricing. So that would be the only
23 additional thing that pops into my mind,
24 Q. When you were working on the IPO and in
25 partoular on the pricing, were you thinking of -
Page 151
1 Goldman Sachs as your hdweiary?
2 A, Twas thinking thal they were working for
3 um.
4 Q. Okay.
5 A, Yedh, I way.
& Q. Fine, Do you think about fiductavies as
7 you conduct buainess?
] A, Tdon't know what the legal definition of
9 fiduciary 35, but in my mind they were working for
L0 me and my company. That was what | lett. That's
10 what [ thought. You know, that's how -- thal's what
12 1 thought -
13 Q. Does Goldman --
14 A, - althe Ume.
15 Q. Excuse me, Does Goldman Sachs disclaimer
16 ofa fiduciary duly mean (o you that they didn't
17 think they were working, in your inlerest?
18 MR, WACHTEL:D Objection to [orm,
19 THE WEITNESS: Fm just - I've told you
20 how -- iy view -- Pve told you T saw additional
22 information which leads me (@ question -
22 MR, WARDEN: Q, Okay.
23 A, = the pricing.
24 Q. The additional inlormation iy Exhibit
25 |9--
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Page 152

A Okay,

Q. - ts that vign?

A, No, no. There's this and other additional
information with fespect o Goldman Sachs' argumems

with respect to s zase,

Q. Albvight. Dwas gomg to come to that.
Yo aaw thig -

A Yes

Q.
Sache; s that mght?

Youtve seen wrillsn arpumsnts by Soldran

A, Some such, yes. Some o

G Angdyou've sean Exibit 19, Now, what
elee Bave you come Lo see or learn of since your SEC
duposition that affscts your view of the pricing of
the ¢ Toys' [PO?

Ao Thats the two mnjor things L've seen.

Q. Az you sit here Loday, do you believe thad
Tawton Fit set out to cheal you in some faghion or
cheat efoys in some faghion?

A, Lawton Fitt personally?

Q. Yes.

A, Personally?

Q. Yes

A, Lawton Fitt personally,

Q. That's my question,

Fage 153

A, Thave « }have no basis o have any
parsonal feelings about an individual al the Tirm of
Goldiman Sachs, 50 e answer is « 1 don't kKnow how
L0 answer yourq L!Gﬁili()l'l.

Q. Do you have any w

A Lawton FiCfor Goldman Sachs. She didn't
work for herself, She wasn't an indivicdual.

Q. Okay, Do you think -~ a5 you sit here
loday, do you believe that Lawton Fitt set out to
cheat eToys?

A, Defme cheat,

Q. Well, 11 et you use it ay you would
norrmatly use the word.

A, Tdon'tuse the word.

(3. Oh, youdon't, okay, You don'l ever use
the word cheal?

A, Tean'Urecall the lagl time I used the
word cheat, so you tel me whal the delinition of
cheal is, please,

Q. Mo, no. 'l ask ~ Ul ask a guestion
that uses a word that hopefully you do understand,

A, Well, you're going o have (o be more
specific or it's going to be a long allernoon, 1
INEETL.
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1 gpawered - det hive agk the guestion, 1 everything. Now, if you defing that as lying, then

@ WHL WARDEN: 0. As you sil here woday, doyou | 2 yes, 51 vou don't define that e lying, then |

3 helove that Lawton Fitbsel out to act in o maovally 3 don't know,

4 wrong way Lo deprive cToys of advantages {or the benefis | 4 Q. Levs suppose b defing that as lying

& uf Goldmaon Sachs? 5 and only if, the speaker intentionaily fails to seil

i A, i bebisve that Goldman Sachs did notserve B e tel] sorething for the purpose of deceiving the

7 ihe best interests of my company, | think thoy T hearsr.

B woukl Mave served oo interesis benee durtng the 2 M, POSELL: This i gatting o itde bit
&R0 procoss, o complicated.
() O, Okay. Now, doss Goldman -- 10 MR, WARDEN: Well, you ask me aboul
11 A, And Lawion « 11 dalining.
Y 0. Cioldman Sachs - go ahead, I'm sorry. 12 WL POSELL: My, Warden, you know, you're
1 A, And Lawton Fitl was part of the tearn at 134 fne lawyer, He'sa CEOQ. Do you understand the
10 Goldman Sachs that | would allocate to that visw 14 question?
16 it we could have haer served better, 15 THE WITNESS: Notreally.
16 0. Okay. You sovld have been gerved betler, 16 WIR. WARDEN: Q. You don't, okay,
47 A Yus, 17 A U'marying to el your point,
18 0, Do you think Lawlon Fitt and other members 1% 0. Do you unclerstand the word deceit?
19 ofthe team deliberately did not seeve eToys botter? 149 A, Deceit, T have't looked ap the
20 A ] have no -- 20 dictionary definition of deceit, Iihink F'or trying
3! MR, WACGHTEL: Objection, 2310 answer you as best ! can, | believe that the
59 THE WITNESS: - ability (o get inside the 22 frm and the individuals did not el us everything
27 minds of wnother person (0 answer that question, 23 thal they should have, and ') Jeave L to you and
24 How could 1 do that? 'm not v pdéychologist, . 24 ajudge in acourt of taw (o tell me what word in
24 MR, WARDEN: Q, }askod if you h_ad any reason | 25 the dictionary Lo aseribe to that. 'mnota legal \

Page 155 Page 157

1 1o believe that; that's all, L enpert,

2 MR, POSELL: No, I think you asked himif { 2 Q. Okay.

3 he believed it s my computer 3 A, Pmonota language expert,

4 MR, WARDEN: 'l accept his answer. 4 0. You do have a master’s in buginess

6 Well, 1 can see {rom the record that Lawton Fitl 5 administration Mom the Hagvard Business Schooly am
6 needs to be spelled for the reporter, It 5 eomeet?

I Loaew-t0o-0, new word F-i-tet, That's the first and 7 A, Yeab.

8 sccond name, 5o it should be capitalized, 8 (. Were you require 10 write [Herale papers

9 Q. Do you use the word crook as in "So-and-50 9 in the English language in the course of caming -
10 is 4 crool”? 10 M, POSELL: Objection. Badgering,

11 A, Daluseit? 2172 MR, WARDEN: Q. -- that degree?

12 Q. Yes. 12 MR, POSELL: This is nol going Lo go vory
13 A, Tean't reeall the Jast lime T used it, 13 much farthgr, Mr, Warden.
14 Q. What words do you have in your vacabulary | 14 Ml WARDEN: Mo, it isn't, Lagroe,
15 that you might use 1o deseribe someone whoi you 15 MR, POSELL: Yeah, because you're going (o
16 might think is behaving cishonestly? 16 be talling to an emply chair if you keep that up.

17 AL Tdow't know. [ haven't really thought L7 MR, WARDERN: I'm not sure the judge would
18 about thal. 18 appreciate that,

19 Q. Do you understand the word dishonest? 19 MR, POSELL: Fm sure the judge would
20 A. Yeab, Twould use the word Har (o veler 20 apprecinte your approach 1o badgering a thirdwparty
20 o dishonest, pevhaps. 2L witness,
22 Q. Do you believe that Lawten Fitt lied (o 22 MR, WARTIEM: A third-party witness, Oh, |
23 you and <Toys? 2% thought Dwas dealing with the plaintiff's CEO. s
44 A, Lied (o us and eToys. | believe that 2431 your position that this witness {5 a thivd-party
25 Galdman Sachs and Lawion Fitl did not tell us 250 witness?
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Fage 248 1-‘;1}.;,:: 248
3 WR, POSELL: You mean by Goldman Sachs or {1 in the best intzerests of your company?
2 by anybody? ' 2 AL No.
i WIR, WACHTEL: (. By anybody. Did you 3 (. Did they evar tell vou « withdrawr.
4 undarsiand -- 4 Did Goldmay Sachs ever teil you during the
) A Well) we wers iy what wag refered 1, 5 course of the road show that somathing you hod said
A fyom my reeobieaton, g e guist period, sol B inone of the pitchay was mappropriste’?
7 waestt supposed (o ik about aoyihing Lo soybody, b A Ddor't think so.
iz 0. Olay, Who iold you abo the quiat i 0 D they ever sey somathing Hike, "Dan’t
9 period? 9 ever say that again™?
10 A My staff and Goldman, Fmean, #was very 10 A Not that | resall.
11 clearly impressed epon me that i Fmake @ migtahe Ll (20 Now, you geid that from Hme to dme,
12 and tatk o the press or something, that Drisk the L2 poing into A meeting, you'd be given a tittle sheet
15 IPO, so that - that's one thing T recall. 43 ora memao deseribing whao i wag?
14 0. And do you ramember who at Coldman told 14 A, No paper,
15 yon that? (] (). Excuse me?
16 MIL WARDEN: Objection w 16 A, All verbal.
17 THE WITNESS: T don't remember that, 17 Q. Al verbal,
18 ML WARDEN: o to form, 18 AL Allverbal, We would be given a paper
19 THE WITNESS: 1 don'l remember who told me | 18 with, "Here's the name, here's the address, hore's
20 that specifically. 1 just remember that T was very 20 the time, here's the city," but the coaching lwy
21 clearly coached thal we were in a quigt period and 20 gave ng was ath verbai, nothing on papsr,
272 what that means and that 1 nced o be very carefil, 22 0, Did you inquire of Goldiman about any
3 MR, WACHTEL: €, Did you - were you ever | 23 prospective investors' parlicipation in any prior
24 1old that one of the prospective « withdrawn, 24, PO's handled by Goldwan?
25 Waere you ever caationed that - withdrawm, w5 A, T'msony. You have to repeat the
Page 247 Page 249
) Did any prospective investor gver (el you 3 question.
2 that they wers a short-term holder? 2 MR, POSELL: Could you say it --
3 A Asagencral rule, (he investors didin't 4 MR, WACHTEL: Q. Did you say (¢ sonebody
4 tedt me anything, They didn't ~ they didn't (el 4 abowt an investor, "What did Fidelity ¢do on the last
5 us divectly anything, 5 denl," for exaoyple?
6 O, Did Goldman Sachs ever el you that a 5 A, Tdon't recall us petting that kind of
7 prospective tavestor was a short-term holde? 7 information from Goldiman, and 1 don' recall whether
8 A Not to my recollestion, §  we - whether we asked, We definitely asked
] 0. Did Goldman Sachs tel} you that - did 4 consistently aboul, Are these guys going 1o be - A,
10 Goldman Sachs ever tell you that a prospective 10 are they going to buy in the PO, you know? Wil
L1 investor was a (Hipper? 10 they - and whether will they, will they -- are they
12 A, No, 12 going o buy a lot and are they going Lo hold
13 Q. IDid it matter Lo you whather a prospective L3 through the tong-lerm?
14 investor was a shorl-lenn holder versus a tong-lerm 14 Q. Did you gver inquire ay Lo whuther a
15 holde? 15 prospective investor would be there in the
16 MR, WARDEN: Objection to form. 16 gliersmarket supporting the stogk?
17 TESE WITNESS: 1 mattared o us. We had a 17 A, Ourline of inquicy was more aboul "Will
18 styong prelersnse for, you know, long-term, stable 18 these puys be holders of us, investors with us for
19 stock pwnership from these institutional elients of 19 the long-term?" And for me that's a form of
20 theirs, 20 after-market support,
22 MR, WACKHTEL: Q. Do you have a clear 21 0. Did anyone froro Goldman Sachs during the
22 vecollection of having shared that desive with Goldman | 22 course of the roud show el you that they thought a
23 represeniatives? 23 progpective investor would bt buying more shares in
24 A Yes, 24 the afler-marke?
LB Did they ever el you Wal that was not 25 A Tdon'tieeall them telling us that.
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Page 200 Pape 208
1 iR, POSELLD You did sav you, but 1, like 1200 The 17th we boxed oursstves in 1w 18 w 20, and
20 Nr, Warden, believed that it was the plaval you as 20 en on the 19th we said, "ls it 18, 19 or 207 And
3 opposed to the singular you. 3 weanade the 20 devision. That's what |ihink
4 M, WACHTEL: Fine. |apologize, Letme | 9 happened a6 1ty to out back through aff the
& oask it agma, B sy,
£ o Mr Londe, did vou personsily make the & Q0 Day, Adany time prioy o e board
T dectaion - P Oy differently, You vatad on T ovoung on May 190 1900 did Gobdman Sachs @l you
g  May 7t to move the rangs of the PO wp o 1810 8 that it was abogeting the shaves of ¢Toys 1o known
Lo 20, did you not? 4 Hippars, yes or no?
f10 AL Agthe CEO and o member of the board of [ 30 A0 No,
L1 divectovs, yes, did, 1l Q. Did they el you they ware allocating the
12 Q. Okay, On what were you relying in making | 12 shures of your company 1o spinees?
13 that decision? L3 MR POSELL: What?
14 A, Tralied 1 my vote very hoavily on the 14 MR, WARDEN: Did they @l you yus or no.
15 advice snd input of Goldman Sachs. 15 THE WITHESS: "They - no, they did not sy
16 . And do you remember having a disoussion L6 they were aHoeating shares 1o something called
17 with any of your fellow board members at that time 17 spinces,
L8 concerning -- withdrawn, 18 MR, WACHTEL: . Do you know whiat a spince
19 Do you remember having a discussion with | 19 is?
20 your fellow board members at that time? 20 A P not suve Fkeow what a spince is, no.
21 A, Yeab, [ betieve we did discuss this in al 0. Okay. Did they et you they were
22 detat! -- 22 allocating vour shares 1o business people who they
23 Q. Do-- 23 boped would in tern give thew other sorts of
24 A, - in some detail, 24 Dusiness in the futare?
259 (). Do you remember anyone teling you that 25 A Mo, they did not tell us that,
Page 267 Page 269
1 they too were relying on the advice of Goldman Sachs | 1 Q. Okay. Did Goldman Sachs tell you atany
2 invoting of favor of moving the price up? 2 lime priot to the vote of the pricing committes on
3 MR, WARDEN: Objection, 3 May 19th, 1999, that they were tracking (he first
4 THE WITNESS: 1 don't reéall them saying 4 made profits derived by inslitutional investoss who
S that specifically, 5 had been allocated shares in prior IPOs managed by
G MIL WACHTEL: Q. Did anyone ell you -- 6 Coldman Sachs?
7 A, But here's the thing, Letoe just say 1 i A, No, ey did not,
B believe the entire board of dircelors relied very g 0. Did you ever heay the term trade-up value
4 heavily on the input ang advice of Coldman Sachs 9 prior o May 19th, 19997
L0 with respeet o moving hat price up, That's my 10 A, No, Ldid not,
11 belief, 11 Q. Did you - anyone at Cipldman Sachs (el
17 Q. Do you know anything else they were’ 12 you that they - withdrawn,
13 relying on? 13 Did anyone at Goldman Sachs ell you they
149 As That was (he - that was the primary data 14 were engaped in a T-plus-one analysis? Withdravn.
14 input with which the board of dircctors approved )5 Do you know what T-plus-one analysis 187
16 (hat decision on hat day. So the answer is 16 A. Mo, [donot.
17 Q. Was there « 17 Q. Good. Did anyone al Goldmao Sachs (elt
18 A, =00, 18 you that they - withdrawn,
19 0. And on May 19th, 1999, Lawton Fitl again 19 Did anyone at Goldman Sachs tel} you that
20 agdvised the bowrd aboul the pricing of the [PO, 20 they regarded the profits o be devived by
20 comect? . 21 institutional investors to whom shares werg
27 A Yeah, and again, since it's very havd (o 22 allocated as, quote, wifts, closed quote?
23 remember all the specifics, wy recolleeton I'm - 23 MR, POSELL: Vague as lo time, When are
24 T'm thinking thal what happened on the )9t was we {24 you talking abowt? :
25 picked the specific price within the range of 18 1o 3) MR, WACHTEL: I'm sorry. This ig all on J
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1 ey 19t 1 0. Fine.
2 G Avuny dme prior o May 190 the é AL = - why did we pely on them?
5 poment the board voued st the pricing commiies 1o z Q. Y,
¢ acoept the rezommendation of $20 offered by Goldrman | 4 A, Because they're Goldman Saehs, Tor orying
o Sachs, ol these guastons? S oo l:‘.liltl: and they make & ke ond hey tuke
g A e & eompanies public, They corpletedy control the
i ¢ ey, I anyore ever el you thay they T prootss, They pnow how to do it They get it done,
g regarded the - anybine evr - hang on # sscond, B They vaine the roovey for us, They are 1he exparts,
o Witherawn, B They de this avery day. We do this ot s e,
10 Do you know (e tern seaandary aredi? L34 02 And you trusted ey -
11 Ay Mo, 11 A Yeub -
L €. Do you know the eon cold deals? 12 Qo == didht you?
1A MI, PO ;o Cold what? 13 A, == Duasted them, Yeah,
14 MR, WACHTEL: Q. Cotd deals? 14 0. tmphicitly?
) A, Pmnot sore Tknow that, no, 1 A, Yeab.
16 O, Alany tme prioe to May 19th, 1999, the 16 G Caplicithy?
L7 ime the pricing conumittes voted, did anydne at 1.7 A Lih-huh,
18 Goldman Sachs tell you that they thosght that the 18 Q. Inw
19 ghare price upon the ¢Toys' PO going eltective ] A Yes
0 could spike as bigh as 797 20 Q. every sense of the word?
2 A, Mo, they did not, 2 A Y,
22 Q. Did they el you thal it could spike 24 22 Q. Mthe 2Toys IPO hact been prced at 340,
23 higl as 097 23 opproximately how mueh money would you have raisud?
24 A. No, they did net, 24 A, $350 million, approximately.
25 Q. _Did they lall you il could spike ag high 25 Q. Andif you had raised 5350 million, |
Page 271 Page 273
1ooas av? 1 sitling here today, how long do you believe that
2 A, No. 7 money would have sustained the company?
3 0. Did they e}l you they thought tat you 3 A, Well i we -- {{we had raised 3350
4 gould sell e shares that were subject to e S1at {4 mithion i equity at the 17O, T don't think we'd be
G §? 5 here at this deposition loday, potenbatly,
o A, No, they did not, f 0, Whiat dnes that wean!?
7 Q. Did they 1)) you that you could sell your | 7 A, T mean, ' be the CEOQ of ¢Toys, and
B shares al anything greater than 5207 B «Toys, 1 hink, would have a materially higher
) A. No, nol tomy - not o my recollection.. 9 chance of having survived and prospered after the
10 Q. Did you believe on May 19th, 1999, that 1 10 Intemel erash, so thal’'s how I'd answer (i
L1 Goldiman Sachs was giving you advice with {he 11 question. Bul-- we might stif] be here, but ]
12 interest ol ¢Toys foremost n their mind? 12 would be al a dilferent job, Lal me putitlo you
12 A Yes, 13 that way.
14 Q. Do youbelieve -- did you believe on May 114 (). 'This morning when you were lestilying you
15 19th, 1999, (hat Coldman Sachs was pulting the - | 15 tatked about being on the trading Joor ul the time
16 mterests of ¢Toys frsl? 16 that e firsl rade went across (e tape, 130 you
17 A, thelievad they were -- they werg -- yes, 17 yemember hat?
13 Wel), letme put it this way: | believe they were |18 A, Yeoh,
19 ooking out for the interests of the company, and |19 0. Was the opening delayed?
20 they were -- they were doing what the company 1 20 A, You know, | haven'l thought aboul thal,
21 needed, requived, 5o 1 -1 knew they were making § 23 bule- i yaars, but my recolleclion is there wits a
22 money, though, 1 meon, its not like they're o 27 bitof a delay in e opening, yealh
23 charily, you know what 1 mean, 50 -- 23 0, Did anyone at Goldman Sachs ever iell you
24 G Well, you rebied on them on May 3 9h? 24 why il was delayed?
Z5 N Werelied on themy and o ' 34 A Tdon't reca] them telling us why 3 was
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1 dulayed b oHocating shares taingtitutional investors who

7 Q. Did - 2 were Wading with Sotcdman Sachs for the expross

5 A, My - I purpoese of generating commissions?

4 (). e they tel) vou the night before that it 4 MR, POSELL: | -

5o pight be delayed? O MR, ING Object tothe form of that

& A don't resall them saving anvibing the G question.

Tonieht before about it might e delayed, ? MR, PC

4 O Swealing of the migld before and, agan, 2 iR, .

G refmring o your wstimony sarlier oday, can vou i {30 Didhhay el v
1O olose vour eyes and perhaps remamber who old you {10 N POSE fhat - objuetion,

1) abont the bet that was made and which Lawion Fige 111 MR, WACE ().« there were institational
12 won? 12 investors who were en paging o seeondary trading
13 A, Well, she didn’t win it Uit night. Bhe T3 activity 80 2510 curry favor with Goldman Sachs tu
14 won it - 14 respective aflocations?

15 Q. Okay. So close -- 1% MG WARDEN Ohjection (o {omm.

16 A, And it wasn't a wagers bet, 10was a )G THE WITHESS: Well, they never said that
17 gentleman's forecast -- gtmll(.‘;i‘u:n,‘.on':l foreonst, T tome. They never saicd that o me w
18 (at they were estimating what it was going Lo be. 18 MR WACHTEL: Q. Okay. Fine.

19 And my recoltection was that we -- we had a dinngy | 19 A, == and 1 had no knowledge of that,

20 that night with Goldmian Sachs people. And my 20 Q. Did they evertel] you that thay were
21 recollmetion is that either George Lee ar Betty Mg 121 allocating shares Lo relail customers for o reason
22 divulged thal to me, and the next day the answer was [ 28 other than in helping eToys establish a stable base
23 veinforced when the actual opening price ticked by, |23 of invesiors?
24 That's my recollection, 24 A, They never said that, They never said
25 (. When you heard that, c!o_xgu I 'Dg_:_)')bm' 25 they did it - the answer is no,
Page 275 uge 277

1 sharing it with anyone efge? 1! 0, Did you ever doubl on or belore May 1910,

2 A, Fdon'Uremember sharing it with anyane 21999, that eToys - that Goldman Sachs was going (o

3 else, but is possible 1 did. 3 wowvag going o allocute your shares in @ manner o

4 0. Do you know,-sitling b today, 1o whom 4 greate a stable group of long-term fnveators?

9 those shaves of ¢+ withdrawn, ) A, Coulel yo start - repaeat that guestion

© Do you krow which institutional investors 6 pyain?

T ot allocations of eToys' shares as parl of the 1707 7 Q. Sure. Let's Uy it this way -

f A, The - the only - what | know is what f A Olay,

B Vve seen in documents that you attorneys have ghovwn 9 Q. -- when Goldman Sachs pul you on -- on
1O e, Hke (hese ip reports and sl That's (he 10 fanuary 19th, 1999, they said that they undersiood
L1 basis of my knowledpe 11 your objective of ereating a balanced mix of
12 0. 1id Goldman Sachs ever el you thit # 12 shareholders who wottld understand the ¢'Toys story
T3 way allocuting shares to certain investors expeating 13 and position, Silting bere today, do you believe
34 1o veceive back from them some form of compensation? | 14 they did that?

1o A. No. ' 15 A. No,

16 Q. Iid they - dig Goldmun Sachs el you 16 Q. O January 18th, 1999, they told you that
37 that they were allocating shares (o institutional Y7 they would be supporting etoys in the afler-market,
18 npvestors who were giving uacess conumissions W 18 Do you believe they did tha?

14 Goldman Sachs on other ransactions? 18 A, On some dimenstons, yes, with respect 1o
20 Al Nao 20 yesearch,

23 0. When 1 say excess carmmissions, 1 e 2 0. And on other dumensions?

22 commissions greater than they might othorwise have 22 A, Tibink you're agking a question aboul -
2% wrned, 23 [

&9 A Thay never said anything Hke that (o us. 24 MR, POSELL I vou don't undepstand the
25 25 question --
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. Yo go! slapped haed beoauke vou o0k the

A By you hun't g Lo hunks ang sy - you

SON'E S rling o - wh con you de? How de you
hay got the monty, They
fnow where the rooney 5 We naed tho monuey, Wit
== Ddon't have poswar over any of these bunka, In

faet, they luve power ovey mes fionnor going 20 4o
andd say, "Goidmen Sochs, oh, ek, sk, tsk, You
know, you did thig and you did that | oeed gy,

Qv H Moy Bladget reatty did that 1 you -

00 Noo P ask i difterently, Bid anyone

a Goldsoy Sachs ¢ver sbure with you their feelings
A Goldiman Suchs wa very upset, tog, because

that == they pat tem i g very iwlawaed position in

Py sorey,
0. Who add Goldman Sachs (old

Pawe 2872
1 0. Butchd they wver el you U e sice T Teun sl vou that nearty sunk the gompaay,
2 of the book?
3 A They did not give us a statistes) raport & dond away From
4 of the actual distribution of dentand, the actual ) A Yeah,
5o ppbio of how overaulsoribed, We had o gueneral sense )03 G == ondd gove iDw Goldman?
G hatil Wil Overss Cwid thet there | @
7 Aty by (hese 7
£ brackats of prise, bul we didn’tga! aoenss o the @ ke o stink b the buni?
O glata, We ware navar shown e dima, | owig nesvlr @
10 shown the data, 1 oan't apeal for othar peopls, but 10
11 fwas nover shown that data, )
1% 0. Wore you ever told the amount of demand o 12
VA any price greater than 207 13
10 A, Quantitatively? 1A P atael, What am Vgoing to do? o steek,
15 (3. Quantitatively, 18
16 A, No. 16 A Why didi't we soe?
117 0. Did you ever have any discussion with i
18 Goldman Sachs about the factihat the stock spiked 18
19 4o 797 19 about what Hanry Blodgat did to you?
20 A, Youmean didd 1 voice my displeasure? 20
21 Q. Did vou discuss it with them on any basia? 21
¥ A, No, not that [ recall, 22 that finaneing.
23 Q. Why not? 23 Q. Whotold you what in that regard?
24 A, Why not? S0 - 50 - Jel me give you - 24 MR, POSELL:
25 et me tell you a little story about - about why 25 MR, WACHTEL: Q.
Page 283
1 pot, you know; because T think « | think you asked 1
2 dhal question, }hink the olher attorneys asked me 2 theeve of the convartible offering?
3 that question, Voicing displeasare 1o investiment 3
4 banks - tet me tell you a Bde story about what 4
5 happencd when we did our convertible debt ofTering, | %
b o give you o sense of why you don't votee G
T displeaswe Lo investent banks, 7
8 We initially selected Merrill Lynch 1o be &
9 our fead convertible debt underwriter, and Goldnaimn u
10 Sachs came in and put @ strong fool forward 1o ke 30
L1 thad away, und Memifl Lynch we keplas a seconclary | 11
12 underwiiter in the seeondory position and kepl them | 12
L3 the deal, They were i the deal, and [ helieve 13
L4 iCywag (he morning of the deat going into the L4 can huppen (o them,
15 marketplace or the night before or right around that 15
16 time Merill Lynelr's bead Internet anatyst, Henry L& Paulson i the supimer of 19999
Y7 Blodgel, downgraded our stock as that was going inlo § 17
18 the marketplace and made it extramety difficell for 18 Q. Yes, sir,
T that placement @ happen. 1y Ao Yex o,
a0 The ivestment banks have punitive power 20 Q. Tell me show thil meeting,
21 over us, We need then (o raise capital. You don't 21
22 go complaming to investment banks because they wifl | 22
23 crushoyou, and that iz a perfeet example, We got - 23
24 we got penatized by Meredl Lynch, We got - we gt 24
24 d hard, and it nearly sunk that offering, and 2H

Page 285

you what in respeet of Henry Blodgets downgrading on

A, o't recadl the speeifies, hovestly,
bul v but it wag very clear 1o my chiel fibancin)
officer, Steve Schocly, that Goldman -- andd these
were different Goldman people than ow PO leam,
because 'y the delt gide of the house, and thiy
was difforent people. Bul it wes just clar - we
albwncerstood elearly whit happened, and - you
know, (o thiy day, you know, it's just - i's 2
prime example of what a litlle company - what
happens 1o a litle company i they ry 1o stand up
1o an investiment bunk and ger then mad of (hem, whal

0. Wel, do you remaember meeting with Hank

A, Hank Pavlson, the CEQ of Goldmian Sachs?

A, My recollection was Mr. Pautson was doing
a - was i Los Angeles on busingss, §0 wasn't for
ug, bt for some reason he waned (o do a drive-by
gt have a mect-andvgreat and a handshake session,

and, vou know, we waerg absolutely nol going 1o say

72 (Pages 287 to 285)
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Puge 45

i York M08 around 1995 or 19087 Fois writien in Geoldman g, bat thie s wha! we do, Thie's
2 A Vi And it was slosed or «but down b s OF this 2 owhy I'm ax vingy {eho e b sernebiocly seviag, “This is ywha
12 ratio hough, T rem 3 ws the ratiy, I 3 evervbody al Cinidemag by done, Wy ds Bt o
| & 2 War it James Daonovar? : 4 el vty o Gow
[ Ik T ; K] Ha, T,
]l 4 WORRVe vou he ‘ S & Tha
| 7 AT Dot { T batllee, ] raean,
‘ & Fim? | B othey bnaw glws
9 A Yes Dhow Yim Donovac, G Aand i wag g bt
10 Q But that's not the brnzh rmanagor, §s 7 Y S0 L don't byve any spweifias, bt | do beliove
1 AN, o T Donovan was Pt of the Nex: Contoey P1othat it wagn 't thaye ways' ddsa, ! think thiy wag hangsd
12 watn - Y3 down from lots of puopde,
3 Q That's what I thovgh, 13 Q' So e formula, again, is you pay back 50 percent
W A who breame o amartaer, T think, docing the towe 14" your first yenr, or timws Two!
15 that Mext Ceatosy was in plave, 13 A Noo Ithisk ey bad me autually at 30 perosns,
6 Q Oky, We'l et io them, Tot'e talk whoyt this 16 and then thev Jatar on 1ol me that it was 50 perernt, And
17 formula a Litte bit more, You raentioned that you dg zeonl] 17 L' fifes, "ley, woit g ssoncd, you know, You Ettys oo hosing
18 spesific coaversations with both Searwmucel sud Bovarth aboot I8 ime for an exwa 20 derzent," or somctung ke th, wiish -
19 their formuls, Do yon nederstand or do you know if the 19 nat hosing mz besause 1 was wnking m'uncy, Fauegy, Bt the
20 fommula for 50 perocnt payback your first year and then the 20t -+ what wag e Question? )'ves forgouen,
21 chauge, do you know whether that was 2 Goldman over-arehing (21 MR PARKER: I angarstead Andy 1o say that the
2 policy, or was thut just something that Scwrsamet and 22 aceount rep guts to keep 50 parcent of e commission dhring
23 Boearth created? ~3 the fiesl year an aceount i opencd,
24 A Well, I don't butiove thay ereated i becausg - 24 THE WITNESS: Cormet,
23 bhow is it thaw 1 don't belivve they created it7 T jugt 25 ME. PARKER: And then the ACCOIN e guts 40 or )
Page 42 Page 44
I remember convezsations, and T don‘t know who it was with, I pacent in sucosssive vears,
2 that said, this is what Goldran's done forever, Like this i 2 THE WIINESS: So theg they switeh 1o o new acconal,
3 what Goldman hus done foreves oles You gt in o the right 3
4 weopls, 4 M3 FRANCISCUS: [ 300,
3 Q Who ae the right people? 5 MR, PARXER: 8o e ars two stios.
6 A The peaple that -~ Rk that gan get nyaclicate, anit ) MR, FIRRARA! What be saicd wag, 1 think, if he e
7 thict this 3 tow ey Punctioned and dons teir business, 7 B100,000, they ware peeting $100,000 boek, And e Wy
8 2 Do you koow whether those right poaple, ia that § they'd pet the LOG,000 bagk ia lry gatting comumisa iong, 50
2 just in the PCS Eroup, aris ir PCS plus fustitntional? Bo & porcant for the fiver YT of e account and they it ol
19" you know whether that formuia BO4S ACT058 both ar just the 10 g0 do,
Il one? 11 M. FRAMCIRCOUS: T aon,
12 A ldon't know, Bot ! just remembee - 1 don't 12 MR. FERRARA: Whan 7 don't think we've establishe]
I3 remtanogr any spucifies, but I do rementoer sounehidy, whoover 1 13 clearty is whether the forzaly, Andy, was basicolly (hey |
It was A lking 10, saying - aud don't know if it was o friend M wanted o dollar for edery dollsr you made, or ey wanted !
f 13 of nune mentioning this. Tdan't neny whether It was P50 50 cants for cvary doflae you wade, gp - .I
I,i & somobody | wag workbuy with 1 don't renembes win it was, Ia THE WITNERS: Thay wanted a dollar for evary dollar ]J
7 But L do smenber mo tllivg this sorshody and Y7 Lrnnds, Mo yueston, j
; 19 ten thomn gayi Ty thig ds Choldinan Sachs, Urnesan, thiy is 18 ERIGARAT Al e e guestion wag, hovw do J
1A whint they <o, 19 chey eomy mat dotiar? A ey cnen the pighes; giin on A {
?1’9 Q Do you sememiber Whether or not Seamrqnes; or A commission dollar in the fivat yeae of an nocount,
20 Bozagth op anyone else at Golhnmn ever tnid Lo you, this {2 2 M3, FRANCISCUS,: Wit And then it gees down ag
(22 the Goldiman Woy, or s i what Goldoan dees, this iy what |29 the seaount «-
23 you have to dor, 1s follov the formula at Coldmun? Do you 23 THE WITNESS: IF the aceount did avee 300,000 -
245 remember any amployes of (roldmar) - 24 MR, FERRARA: Surry. And thars why they wanled 1o
_,?\ A Saying this i H?:: Cioklmng way? Mot saying, this 28 rapsn, and he gadd e, o i
Pacen A1 L Mhyyre A

———
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i THE WITNR Q8. Aaimaliv D weagld really ke 1 go }

{ 3w e bethenam, ,Il 2
3 vi&, |3
oot v e , "

B b s

& I’f i
Toon ® ] 7

b b
8 2 Mr, Sciramusel, wo wore Wliing «- f 4
10 MR, FERRARA; Sorsy, Simal Y]
11 BY MS. FRANCISCLIS, f,l !
12 Q Blegal, | apologing. We wei talking ahout 12
13 Lencastar Titemuationn! over i London, ) 13
14 A Yes, it
3 Q And ! think we wore 8l the point whare T'¢f ke i
16 you wheiher you had ever been asked by Mr. Stavens to pay 15
17 back comminsions in return for recsiving IR() allocations, 17
18 A Im thinking, Yes, 8
19 Q And additionally, just for the record, while we (19
20 were off the reeord, did we have any substuntive iy
converantions sbout this cags? 21

A I'd say no. [ wag thy nking ahout you puys, I'm 22

Yike, 1 don’t know what YOu guys naid, f23

24

MR, FERRARA: Thut's what Y ask whon they just i
eome off of wairing, by thy book, !

(U NN

BY M8, ERANCISCUS, )

2 Q I'm sorry. What wIs Yaur gngwer? 2

3 MR, FERRARA, Tl anpwires yeg, 3

4 A5, FRANCISCUS: He answvered vex, that e dia? 4

5 THE WITNESS: No subsGntiyg 3

& MR, FERRARA: No. He ahswered yus 10 the question &

7 of whether or not be had ever heen asked by the rep in Laondon 7

§ w pay back, 8

9 THE WITNESS: Ve, 9

10 BY M5, FEANCISCUS: 10
i Q And what specifically do yon recall? 1}
2 A You pingle 530,000, how sbout 25,000 bosk? 12

3 Q0 Aud ngain, did YO - 13

A Semehing Mo thar Okay? 14

15 Q Aad a8l you b your TPO alleentiony thrcyugh 15
Croldtmany 16

A Mo, 1y

2 Bur B you teld himn what bricy you had fipred at / {8

ar that you hag Hpeed? ,’ 9

A Yo, { 20

Q And 50 he knew that ey bagl Boped, T Xaew whar 12‘;

o Whe pricc way. 8o he knew what you mae o prafite from your {99
23 PO fappi B activity? 23
24 A Yos. 24

A Geartain meowgt hagk?
B

Mapge 63

A Yos Not always, I'my jum $aviog sommetiones,
Q Sometines,
A You uaw, "o e 5 iiling »

il 1z b

d ho v A

0OMOR oW b e

Sivae

Wi it trougn Shmniseiong, or did he

B Rty 1 D knew BOW, and e e

St T hnew hove ang ba koow how, thes [hink - oot

aanenbar exactly what wa i accouns, Whesthue it wig
ooty - 'y prelty sure we did o Jot of ol honds,

By market bonds, o}l of ths sbove, I, SOmIMIESINg,
howeier 1 engle enewary, Fat deale,
Q Do you remenbar nppx'oxim:ttufy Dow many cents poy
shiare you paid on Gumussions for your Lenesster acoonnt?
A No. Lihdnk, from te Cinldrsan Sache » the fest
fow relationships, ey were mare Inteesta In tnaking
cammuissions paid hack pn Syadicate s, such ag o fJat clent
that paid them $1.80 4 Shexe, something Jike that,
Q Do you mean the seliin £ eongesy
A Ths coneassion, 'm sorry, the eoneassion, Right.
That wag just souch mom luzriive, If they dn 100,000 shares
at F1R0,000 in eouunissiong, that's

ton?

nuch engien they —
Q 8ix conts pwor shore?
A

" 6 ceuts por share or 35 cents por sharg, And

Page 64
thiat that's how they

Q Didahey
preferned that yay pay buek commissions? Did you have 1

= how do vor koow
:‘.i::cu:mion';\.virh foweone, ot how do you kngw?
A Because they would &l e, mumber one, And by
W s, sinee thery wery PCS, it was very different, And the
institmtional, Institationat, | think, is solary and bonyr,
s ey got (hedr w they ol a eenteae of the
comnizsions based on their payout,

Q So their salary wig we gp
inteslinked with -

A The toncessions,

Q - the commizsions apd the relling concessiong?

their componsation wag

A Ve 8o Cey werg very hupay o be gettiog $1.80
par abiors Consssyion beoa iy wondd be 30 peracat of

that, op WEBIEVST peneentnge that was,

Q Ises, And o <o you nonember ar do you vecull o
spesific conversarion with M, Sevany ahout Py back
through b::}l’ing
B0

A les o,

0 Okay, And liow dg YOu kunovw My

Blar dealy or threuyrh Heing wore of the

Mr. Stevens knew

YO knsw how 1y pry buek? f wean, how do you koow thut?
A Becange 1 woulyd Be the lon's obire of hiy

ullacutions, Teom wha hetold me, Apd sincs I eould agk

srand whu PP Wi geting rongh Ag thoay Scarumucet gr
M
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f bodisevssions with Sapr Rowas a dollar for s ol Eofrom aow ond 1 easiur,
L3 by adeo satified with n o RWvsns 30 was 50 osnty 2 Q Swe,
'}'3 ['3 A Wiall 2 sadl b Boy Sowdar,
g 4 lj ] W Thatts fing,
i an, P X ftilird
. ¢ ’ o o Wim i N wnh the
, L B Taliedets haw dikes p 2 T, Thongh, l'g Q Hoid on, Wie Wk in thais TGS When YOW 1m0t
f B 1, § pemnonelly with Mr, Sryder in News 2 ork CHY? W
'!iO BY W8, FRANCISCUS: HMr Scarumucei proseat?
I 1} Q Okay, 8o them wos no spezific disenasion shant H A Fdon'tremgmber, Bug [ do Tenuanber meeting Sarcy
12 the farmuta for pavosek? 13 vig Anthony, "By, e met Bagy, Latng with hitm
13 A No. No, Ner was | Eoing o bring i uro Anthony 13 somme ltelian raRtarant,” 5o mayhe Anthony was hare, Yon
14 angd Andy Bozanh wer VORY ggressive with me, Lat's just 14 knovn ) don't remember,
3 wark your acannt e wosk 3t harel And it xeamed live 15 Q That's fine,
Fe Andrew Btevens was more iy Y o0 my W, just mose fr - I8 AL ean't remmmmber,
17 17 Q 0 you suet with Mr, Suydee, AndI imerrupted yon
186 Q Mo fn your inteesst? I8 1y yon ware saying M, Scarmnnesi xpluined (o M, Suydsy
19 A Tust more nol 5o grsxly, Let's both make ety anl J 19 somethivg,
A0 let's not worry about the derzile as mnch, IE(J A Yas The whole ratio sanes and how it's alf phayed,
2L Q Qkay, After Latcager — or tnyhe ot the spme r a1 Q How do you know tha Seavmueed wid Me Snydur
42 thney I'm ot sure ~ wht other accounts did you have at J 22 this?
23 Goldiena Snchs? ] 23 A Busavse Anthiony tokd me that he did, #nd Bazey told
4 A Thiok aller Laneaster wame Porifoer, 4 o that he did, And Bary scrually hod it - T think Gither
25 Q Portfeller Off & Gas, (avrect? 25 Bawry bad it couputztiznd - se Barey knew 1o the dediar
Page 74 Page 76
1 A Yes, OKG. 1 don' know if it' called O & Gas or 1 where it was, us well ng thip time 1 thought it would be
2 Q&4 but - 2 srnart 50 Tsel up a Jitle spreadshixt on Lotus 123 -yt
3 Q That's fine. We can call it either, 3 Lot 123 but on something where I eoyld aetally rack the
i A Qkay, Ol & Gag, We'll call it OR & Gas, 4 profits and then it would divide by 30 « I Aot Tnow, !
3§ (0 Okary, Tet's slart with the {ndieation of 3 don't have it, but it wag - | know to te penny then beanuse
6 Portfelter Ot & Gan, How did yam got the aseount? Who was | § ] chidn't want 4 gt abused this tirrys,
7 it with? Start with the apening indieation, ki Q So you snid thut M. Suyder had it computerized,
& A Okay, Opening indicution, Antony Searamucnd 8 Do wou know whal cxnctly wont inta that computer $proeadshye,
9 dneoduced me to Barry Shyder, Bazry Soyder way un 9 what bs wag ragking?
19 institelional sulesperson in New Yok City, I think [ met 00 A Profits vomgus eommissions divided by e, 1
11 Bury jo New York City, and hg wag besnming «« by wag ROINE 1) think,
12 into high not worth, 4 geoup of private cliznls, snny thing 2 Q And that wag 1o he Your payhack amount, what came
13 atGoldman, 3 ont of that Forpula)
14 And Anthony iutrducsd pe 10 bim besauss Barcy wig 14 A Right, Bxactly, and it meslecd O aqual - at (he
13 fke twe vears hehine Anthony tyne of st {on, whert Barey 15 1w, #ach nymbey needied 1 eeval sck other, That's what it
18 Boyder wag instiwdonal woving o rioning his own bk, just IE shows! on My epyrends o,
T Rke Antwny did 1o ma by oven book: from ingiitetional, Hg I 17 Qi b over provide - i ven myver see this
13 ey abready hud the oy ttional sunnestions, Contngg? H ey apnpadshiest, eithae the soaputer eelf ar o
L Q Whar year way this, i vou ou feangys ; 9 doswacny that pane o ke, feom My Soycler?
) A Yes, Portfelur stared, | think, 1997 Lety il A From Savder? Mo, tne fur v,
20 say - 1 think 15897, Angagt of '97, nrodably, {2 2 Rowe doy vou kngw hat it existed?
a3 € So approximalel ¥ August of 1997, And wag {22 A He avemiedd 1 e o ckay, Ldon't, Let e Just say
A3 M, Sayder Tocated in Now York City at that Yme or was he 25 Tdon't, Butdw stznect t feaow axncily where [ wug, o -
24 olicwherg? 24 Q Did he mofer to ity Bid he say, "Ob, 1'm Towrkingy
2’\_ A When Tmer Bacey Sayiler v conkl | el hiva Bacry 2% ul your cunmlissiom;ﬂfa date?" You kaow, did he wem 1o rixfior

Page 73 « Paon 76
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to 4 upesific sheat or dooweent in front of him that had Wis
information o jt7 De vou rasall that?

A N, Y don' el aonaly, 1 hink havhe

b gnay v vefe L U R U T Y

#Ang o Fugn e

ey, e gorey !

W'l peabably some basi o thay.

MWL VI Wt it M,

Buyder in an

Fus AR,

i Mow Yok City?

A Before e bovarng a4 brokar i Mianml.

Q Okay, And digl you OPRiD Up o aceounat witly ki

* Whils b was in Now Yark City or while bo was ie Miagiy

A Miaz:,

Q 8o e moved 1o Mismi,
approximalely when? Was it acomad thal sagne time period?

A Avonsd probadly the Surnitrer of 167,

€2 And this was also a IS, private eliont sorvises,

130 you manemher

»tetadl accouunt?

N Ve, Tligh net wworth, Correct,
Q Opened in Minmi, Who was on Mz, Soyder'y wam,
sales rop o ?

A Towes Barey Snyder, and then b brought dowa g
frander, and | cannot reznember the guy's nawne for s fife of
mes Ne, pvess Tean, Bob, { think i way Bob.

0 he n Guder §

He wsed

r
]
z
J
I

1

—
I i

I

13

roexample, 1 think Angrew

S0 T ghmiedeed v call By D, Okiry? 1 recnerripune

thut was Dis doing, Se Dep sy was Adrew, bur it wasa't
five Andy. Qi
0 g,

A Aot

W e somm

avabe labivg enstnnran: o Wity Lo WEOCIEL L ¢l

AN This wep some Lz W Ao i potting th

aeesann apered, 1 ik i wag pver the phane,

Q Dhkay,

A Loolisys, 1t vosa't gy the: dingey, for sure,

And it wus when Twas down i~ whan e wag QpEiLing me wp jn
Florign, Far exaniple, ot e go hask to ke Lancuster, for
Atovens bad to welle up u thing
about ey Gunily g wat day = they elf have 1@ Wrile things
up,

Q Of conrse,

A Soif vou looked i the fles, 1 think he wenges up
soimetling that carp up that my Fasnily was 5 wagd trading
compiny, Oleny? Now, |
company, We tadod weod, Lancoster,

diddn't come up with the wapd teading
Okay? That's what 1
think Iy roport sai),

Barmy's repoct was that Portlelter wag an il ang
a5 company in Florida or sownething, wod part el the rayon
Wiy we named it «n of) and a3 compaay in Florids wag ag a

Page 78

waded Mictosoft, b he way a position teader in the Now
ork office, 1 think. And then he went on wr Loscon to be
pasition rader. iy bamg wag Bob someting, e wag g
weslly pood iy player, s 1 do know that about him,

Q You met Boby

A Yes Tt Bob when T went 1 Florida,

Q How many times did You tweet Bob, do you think?

A Onee, Trhink, T think T - well, Pen sorry, |
think T met Bamry g pp e titnes, moe,

(3l person, vou mean?

A In peoeon.

Q Auvd whon yoy st up Portlfelter Oi1 & Gy, did you
have Portolter, the entity, iu place before you wmet Bery
Sayder of ay yon were mesting Bavry Suyder or glier? When
Wwas the thue fragme of Sering up Partelier?

A Well, Bormy apd 1o | remaemnbar we, [ iink, naeed
Portiele togmber,

Q Lat's el abont that.

A Yer Okuy, Bepry -

2
went i which Portielter was nrcate,

Tell ne how vone cunversulion with Barry Sayyiler

A Barmy e bk, "Wer et 4 SO AR with & pare huat

it ea 't use Aoy Blegal bewanee Andy Sewal hag bosn

Naw Yok, So wed' v pat 1y

eI up with) o aneG, atul who von we nee?

) wceonnt bacane Andy Stemad had »

—————, e .

Page 80

Joke brcavse there's no ol down there, We'ro like, this hae
ol o be Wlarious,
Bz - and e I wag like - 1 thigk 1

don’t we make it the

s4id, "Why
port of something because it soncels
good," and then ke, | think, pame up with felter,

Q 8o Mr. Snyder helped you srate
for a fictional Company =

A Correet,

Q  that hecame ag weeount at Goldmngu?

A Yero And hag -

signed on that aceonat, Becanse wie reagon why Linds Hager

a fictiona! nome

U think Yinda Huger nctually
signed on - dey you want me to utop ey kewp going? The
reason why Linda, I think, Hlager - you koow Linds Huwger ~
b signest on the aceoynt Vs henause | sonidn't Rigrer . She

wad aaine beemwe T il o

b much syndieats pommissions Up in Mew Yok,

And xo de bad Lingy NI 00§ e this 3wl |
helieve g called Drenw,
Q2 Oxay. 8o let's taly abont that

Linda Hager, for the teLord, 15 sonienne WO weorks with o

it Hittle bl more,
A Bhe worlod w sbe wny e ol the pennde that wle?
i the Buek office with denmy Lumig'y ageounriag grovp an
eluaving poonp,

e weas it (o haye M,

Q Okiy. B whose Hagar sign

s the aecount oo tugt perion for Port ful ey
e — e
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Page 89’ g 91
1 A B wag Nk - e RODVETSELION, AN en T wanld l 1 S vites bt way dey wadin & Withont e Xigrwing
1 intmjwor, f 4 abown iY At the eng o Ty day | oaveonle some up and e
3 O Olzey, And the breach matenes boupht inta e é 3owands say, YO, By L g ¥ooMou st i o Ang ]
|

sy dlign

i ; . ;

'\I 5 C W sl pupabees ang il 1 i

{7 I, SOMETHERG v Vs W DTk i Gae, !
[ o we " .

| b o WOy, You sain be wos the I ugT mrrnon - g l

}I 5 G Thsy definiisly wantsd 1o Je vp {17 8 you desoribud bim e cotnistaly gracdy,

1 A, l[ 10 A Yo,

/ 1 Q And the complinneg petionnel, oid you et with 1 Q Ddeseribe why yon think e Wag rsdy, What did he
12 thmn with the hraneh manngir or sepurately? ! 12 do that mage youu think he was wmeedy, speoificall ¥t

13 A No. Separately from the branch manager, pst kind 13 A He took thek dn oy secouut without wlling e aboyt
14 of on the way ow, [ think ) 16 1o e Lenwan, he ok sigk - ke for ewample, Authony, |

L5 Q And do you remenber the compliunes offiam s gume? J15 Jelt, was & presdy ey, ButTtruswd him, You koow, you're
16 A No, ' ' |' I grecdy, but I st hitn io rmake MOseY o e svintually,

Y7 Q Was that o brief messing? Il7 He knew that T aesded to ke monay. Fie nemdad e to maje
i8 A Towas Jike oo the way Ot mesting, Fe didn's want 18 money,

18 us spending we mush tme wit kev, Bomry drove We shoy, ( 19 Barry Soydar wanid o 1ake oll of iy monsy that 1

20 Q And o o shuttled you jn and shotted you ou(? 120 had Ty, 2ncd i e could huve e b negative, he wonlkd
21 A Shuttied us in and shuttied uy Ul Dide't want us )23 kave, e would have besg Just bappsy getting )l the money

22 mexting too many neaple, 22 owt of me as possible. And he trisd, Evary day it was

23 Q Tust wanteg You to zanke your appearangg = 23 st = i wag another orceal, another ordeal,
A A Ve, that we ara buman beings, 24 Q Puscnbe like ng every day that was wp ordeal where
29 Q- satisly the requirgnents, and get om? 23 you wonld buve: corversations with b wheere you wors upset,

Page 90
A Tanean, the kay g is, 1ike I sald, T never DE'd
8 tradzs exeopt for, T think, one time whey sormebody put the

Pape 92
1 Deseribe -
2 A Like, "What! . you know, [ don't want 1o aay the
3 word -
4 Q0 That's fime,
A You know, "What the ek diet you put s in wy
sceount for? Thew's ng fucking way I'm tuking 4his,” And

i
2
3 wrong twacks in theze, Bug - and than T got them 1 send me
4 a et Bt T nover 1K' any teade in all the yoars that T
3 traderd except for ane bad lrade,

) Q Do you think that makes you a oo customer?
7 A Think it made «  think Thad 4 teputation of be'ed b lke, "Well, if YO WARL these nuw issues, then you'd
§ being o good - 4 really gond cuatorer, ven 1 think go, betlor ke this tader | mean, thees thines. "And if you
o Q Waa the aceonat dizeretionnry, the Portfelter (il & vint 1o sty mere and kyep trading, you better take thix
trade,”

Tieh Toyal to bim for ang 1Rl tain reason, wag

10 Gy sceomny

A Did Isign diserstionary pavers, or clicd Linda sin
12 diseretionary papues, [ mean? | don'tkaow. But [ do gy beciuse [ thought that he was 3 friend of Anthony's, which 1
For & fact tha thg is why we ended up shiutting the acoonat don't heliove he readly was, after the more [ found o,

down, becausg Bayy Seyder wes teading avary single day and ~ bacause ] don't beliovs e i o - T iink he was

§ diseretionarily, and T wag aftaicd I was going to walk o X supposed t refee Anthoay some Husiness oy sornething and he }
b the offise one doy ang fave miliion or two million doilae B diddn't,
Jeaey, 17 And Eals - 1oleo kngw thp o Wht Wy the
Add he veas g grosdy - the Y W ane of the 18 question ogain? | focent, Why in bs so dy? T

# pheedient wuvs Uve svar dealt with - (it Lxnade him seng 12

e 4 et gaying be g e deount down hecense I way o !:-:9 Q Yas, What speciti hings i he do? And You gave R

ervous about watking intg a d RINCT, R there wonlsh b 2L me the vxanple o, 3 you waal thix pew fasue, vou'll take

23 bren no way T could ave argued my way ol of that bezayse i 22 thede tragus.

124 they'd say, "Iy, vou wok 4 big losy thiy day, Why thiy day 24 s, why do von think e wasn't 2 friend af Andy wsle]

! 25 Scaranueeiy , . J
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had u huge pattern of day wrading, Why would - and this }23 MR. FERRARA: The question you were reypending i
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] THE WITNESS Anthony Bogramngai? Woll, S of Vb conglantly -

@ all D dogy tand be wig i Frimnad of Anthony f

2 Q For the ravare, ¥one ran of syndionts o

azheainnne

I nop-gydiams?

2 o iflerveandy, Bamy cowvee Aaihany s Yrotker, T ioung .
Ao Tate o o o 4 A Syndinew t o srodin, yus, Syncionte v
3 Y WL PRANDISOUS, 4 Trodineis, e A ha daf sty why o}

4 U Vou mean David Samsnmysed B B i i resonds or Rommining N ;
7 A D don's Know Towonkl dame put g, he'd By Yone a4 o, B, |
% L1 Pogminhy BOYonowd w be 50, junet endes U ALE TG b g |
o A Dhavid Bearmmuest, 1o Anthome's prother ¥ opurient, wsially, nl the iy, |
! FO omw sime Anthony's howss, but 1 don's b whe b was, | i Q And Iet's talk a litke bit more about this ratio
A don't koaw his naie, But - ar 7 ean's wmneher his name, H eonversation that be had with You Iid be spesifieally wel)
12 5 1 tink that from whit Anthony wag AR, e wae i 17 wan that you nesded o Lewm yone ratio at a8 - oryndar 50
I3 just baing renlly abusive to him, 00, And - what were {1 pereent, onesto-ong, basizully?
td we - I bind of poaing Jost hore, ta A Yo,
L3 Q No, no, po. That's fine. W Q In that what b saied w you?
I A Bhowld T just siop? 16 A Yes, And so did Andrew Swveng,
17 ML FERRARA: | think you've finishad that noine. 17 Q So they fnww thay there Wag 2 mio that pesded o
g Y MR, FRANCISCUS: 18 be mposed on the aceount, and they told vou that?
1 Q3 Inwhat Ways wak b gresdy?  And the first tlting !]9 A Yon,
20 you geve me wag that if yon want these new fssues, you've 20 Q And they did - they made ¢fforts to kezp you
2! poing t take thess trades, 2} within that ratin?
22 A Right, 122 A Vs, Otherwise, the aseounts would pos away, And {
23 Q What specifically o wag that limgeege that he qnid ‘23 setuslhy nade efforte, onee |1 lusened nfier e Meptar Ten
24 1o you? 24 debucle 1w make sury that they didnt do - serow Wp Iy rutio
25 A Yos, 123 becunse otherwise T wolldi‘t buve un sesount Goldman ' ":
Page 94 Page 96
] Q When you said, "Fisten, why are you putting these 1 Sachs,
2 trades in my account,” he said, "Boonume you're going to toke 2 Q Okay, And how tnany T wonld JOu gay, par tmonth
3 these trades i you waat the wew insues™?y 3 or per day, if you eould, did Portfelter €41 & Ciag gt frowm
4 A Comeet. Yes. 4 Goldwsnn Soackg?
5 Q What other things like that dicl ke say to you? M A Ty e every ded, 1 wonld suy, wviry - 008 ung
6 A Ho wonld wake vy in the wornity and gay, "Eley, § secondarics, you mean? '
7 tCe's Mo news on AT&T today, or MeDonald's, Huge volume 7 Q Yes.
8 s going 10 be - lot's cross 400,000 shoves," e something, § A Bverything, T tuink - T tied 10 be in
2 Tynean - 9 everything, That'y Justhow I rag my side of the business,
) €} S0 onthat vein, he world suggest stocks that he 10 Tiust didn'Cpick and shoose, 1 just diad everything. It
H wamed you to muks crogy traclsg on? i} cle‘:bcncl:d, thouph, o - Burry would be able to stemingly et
12 A Yes, Al the time, {2 mach Jorgar allnaations in the ookt flings. No question, I
13 Q All the time? That WS A very frequent scencrenee 13 mean, them's 1o dquestion, When it ¢ame for Porticher 1o
1 for hiwm? 19 et s hot one, T weuld st maybe s conple thousnnd Shaves,
) A Bvery duy, Bvery diy or evesy other day, 25 But Toould g WhOpping stz 1n the cold onies, flupe,
14 Q- And did be want you 1o make those croses on the B0 A cotple questions abouz that, On the cold dlesly,
17 ot or ou the elose? Did! he wire whither vou werg at dak F7 i you aver have g eanveriintion « or the flat deals, dig
Hoatall? f-':* yau ever have a eonversation of why you'd 26t hue
i At didn 't uay ag long ey he didn's cace, | 19 elleeations oo that? Ang by that, Tmean dlid FO eV e a
20 Well, e knew diat ey werrs arogaes, 30 b Just s tha 120 conversation whers he sadd, “Listan, the selling contessing
I hwre way fomisaion ungd that ny was aetting hig Aornentag, [23 an this is syeh-nndesneh, Wou're poiog 1o et o hige %
22 And Dilink we wire doing g of bonds, the oYY ke {’ 2 allezation beounse YO Gl Ay bazk o farge prms o
5 bonds, fé A Y. For sums,
24 Q Grey market hoynds? 24 Q And that way spectlically safd hetwesn vou and M,
8 . Aﬂ'ﬁ‘ waz slwiys vary earefy) abont my rato, nng )2;5 Soyder ia tho LoRvYersation? J
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e hea Unet roan biany

Ao, Not tat § r ey,

0 Bid he evie v you that be trachad how gl
corumisiiont vou hyel PUET T amean, v e aiud tnig
coxtgnieyived progren thae Yo dnsl dorw, D o Enow wbmthe;

hets, seoin, wiere hery wis ¥ tne confusing a 1o

WM D kot Ho e

AW know b e vt ) s e oantion,
b sehiiliv, A bt S e st o Yated o
aodtical sancessions. ang 02 wlvo would yve e Uphisbes;
“tley, hee'e whare YOUhte i for the wears Vou'ss ar oy
know, X dolagy.”

Q So it was you're a Tor the yewr in dolluyy? n
sann't, you hnow, you'ro yo muny million for the year and
you'se manbar twe in the fign or Dituber two jn BOgY

A B wauld b - by ofig Aistion something lie
wiren T eloses] tle aceunt, thay wgm freuking out buapugs
s When i wan -~ unged a kind of worear in his M
Bocattes §wa, 1 think, ono of (oo PRI ONG Or Aurnbor s
AR I S (i e pol (e T, fe dut offics, in ey
branch,

Q Inthe POy hranehky

A I e BOS braneh, And thay'xe Like, wha( iy you
i, Ui aeepunt’y Botoy uwiy? Ygu know, wnd whsre thiyr

poing? A ey jugs shutting down oy

T —— g

Pago 1
Q And what con we do to keep them?
A And what can we do 1g Keep then? Bt I ke for g
fact that T yveay alyo at gra Nzt teying to w- | suidl,
okay, bere's what T waat 1o o, O do you wont 1 aeay thiy?
Q Yes.
A Here's whut T want (o do. T've got w shgt Barry

down, Tean't ytang Wis snmakeing around styf? any more,

being Drow, So T want - Lansustey - | think 1 sloged it

tight wround that 20 HIne, or it oot closed for = becnnse
thuy dict a vihole. invastigntion inteznally baged an & pese
Lends aeqount, Dhay? Golduan Sachy did, An oy
Langaster acoount oithay - I thdak pot shut down - Yo, it
sat shut down,

Add tiea w50 ] srive 1o DPen up b aceount ealle
“Teimg World, which was namest Anly Siepal, Trany Warld, my
Sgcinl & 2urity aumbere. T gent Merw Yark (o You want me w
fenp talking? hay, New Yaork, and a Huy ammed for supe o 1
think it was Howued Lippuc, Howag an by jn NMew York,
Lkink compliange, and Josephing Linden,

Ant Tthink I apoke with osephing Linden one with
Howard Lipper, Aqgd thew ot me an the phine anc T sent thm

FW passpors Usenl them all thiy

WD Q0L nysels

80 100t they soukd e iy Andy Bieaal. ol thaa,
Lok w1 don't L if 1 saic "Lk, ") Lat af these

aguounts

avyour e Tean't rmenmbes - Ty preaty suvs
L~ Page (04

TVicsoeors

e e e

Iovpard e Joshing koow i 1

A TIn Pubhc Offering Alocations
01] *a0s 103
I} 1did
{ 2 Phod Nestar Tua ~ 1 do know that U taliasd
[' A adout Nestar Tay besauge ey brought up e naeme They
|

4 ognidd st Howas hing -

3t Newtar Tea for e beausy thay Brovie tiar yy, They )
.',7,' SRS Gy B il Nastr R, oy fl
E Tolnaw, by SINTZING a7 wha s i
l’l “ Angt 1 just anid, "Wotl, beonwns Wwar's wine Antuony

¥ bt vt on Gis, And Ui tying v enme glogn, 3w
BIVT, jx:_r.‘! hees ons aceoun a8 vowr finn ealled Trang World
U Aad Joseobing, | ik, wes on this phione ¢all, angd s was
{2 friends with Anihorty Ssarammuccl, 8o 1 believe she winld hove
13 pushed it thrgugk uncler Ancly Siegal,
4 And Howard Lipper saig, "No way. This guy has just
15 hatd oo muah erap here 1 don't know i he mentionet my
Yo retioy wag bad in Nectar Tes, T hink Bt T catme gleay with
VP, They wonldn'y ope e yp,
18 Q Qanlagk, befor: we move an, was this, your
119 attam Pt open Trns Woglgd by seadivg in all your
20 doctaneutation to Now York camplinnes ang egasd, wag thac
“1 while your aceounts witn Partfulter angd Lancaster were gl
22 open ot pot'
2% A No. Closed, ' almgst gore —
24 Q Sothis is afier You closed Portfoleey
25 A Thisis e | clused them becuuse T 1ol thein

1§ in

02 Page 104
1 sbous all e aceounts thay Thisst baed there, Fsuid, “This
205 what I have hods Lorgaster = {ean, | lined overy
3 aingle one thers,
4 Q Okny, Aud when you said v you started ou saying,
§ "This is what T want 19 do. Twant to opow up just one
& account,” Wi WEIS you saying this 1?7
7 A Taaid it 1o Josenhing Linden, T think, snd toy
& HMoward Lipper,
Q Was Anthony Sunrwnucel involyed at this point with
YOUE aiteipt with Trang World?
AT think be had eolled J osephine Linden o wy
Uehydf
Q With respest to Trang Woctd?
A With respeat o Prans Woarld,
Q 8o how dig - Start btk with how Anthony
Seurumuce] wag involved nftey Fant elosed down Portiolter.
A Well) Trold hien thae | sonkle's stand Gy
Soyder. 1 id, “Why gt YOu refar m o thiy Ay L s

i

19 "Ary o ek frianchs with ey Bennume 1 hadntt ikt oy
Jrig] Aatheny i a fav wears, U ibude,

o And then Anthony guid, T What'y Ve itk
A

wd A T gkl b What was happcniug. Aaed he wigy fike, "WA ull,
23 o el yuu g Tadh, W'y beaten up tny hrother" - oy

! A knaw, 1ot heat him p but ~

124 Q But doing simdlay thingy in hia brother'y ugamm
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ADDENDUM A:
GOLDMAN’S HISTORY 6F i;rNbERPmcmG

gmwﬂmmammmmcs wxm mtrr mmguﬁm

Name PO Date IEQMELE_ QI;!QLL,,@;EIJM Qversubscription
peOrder, Tnc. 212599 $21 . $55 25 462X
iVillage 3/18/99 $24 | 8 Oversubscription
data for the
1Village TPO is
o not available
Portal Software Inc.  5/5/99 $14 86 2aax
GOLDMAN’S TOTAL 1999 OFFERINGS
ompeny Naze BmeDsfe  lsuePrice  FirstOpening
peOrder.com* 20251999, $21.00 $55.25
The Goldman Sachs Group S99 853,00 §76.00
Northpoint Communications 5/5/1999 : $24.00 $31.13
Portal Software 5/5/1999.. 814,00 $36.00
TheStreet.com 5/10/1999 70 9,00 $61.00
¢Toys* C sienege $20.00 $79.00
Tenfold Corporation * SR0199  $17.00 $25.00
BarnesandNoble.com 5125/1999 . $18.00 $25.00
Starmedia Networks * | 5/25/1999‘"’"_.f'l?";i S 500 $25.13
Inet Technologies si6999 §16.00 $18.94
Baclkweb Technologies * 6/7111999 L 812,00 $20.00
Viant Corp. 6/17/1999 - .' 816,00 527.75
any Narme Issue Date Iss&g,l’ncc First Opening




Company Name
Tuniper Networks *

E-Loan *

Network Plus Corp,
Tibco Software * -
Convergent Comtannications
Engage Technologies
Insweb Corporation *
Allscripts

1-800 Flowers.com ‘
Internet Initiative Japan
RedHat *

Active Software
LookSmart Ltd, *

Kana Communications *
Ashford.com *

Netzero Inc,

Calico Commerce
PlanetRx.com

Allied Riser Conmmunications
PlugPower

Cobalt Networks *
‘Webvan Group *

Charter Communications

Alaska Communications

8131999

Bnenesy
o199y

10671999

IssueDate * - . Issue Price

6/24/1999. $34.00
6281999 $14.00
62901999

1999 i
91999

anenes
112211999,

231999
8211999

8/11/1999
8/12/1999:

902211999 . :
9231999 T ge,

10/6/1999:
10/28/1999. .

10/28/1999

117411999 332 00
11/4/1999 81500

111771999 - $14.00

irst Opening
$105.00
$20.00
$26.00
$32.00
$24.00
$28.00
$38.00
$18.50
$21.75
$23.75
$46.00
$13.50
$17.50
$50.50
$18.00
$24.08
$40.00
$31.50
$19.75
$15.75
$139.00
$26.00
$20.50
$14.75

* Ms. Fitt acted as deal captain on all deals marked with an asterisk.




AJ)DENDUM B

EXAMPLES OF CROSS- LRADIN(; BY RLLI_PIEN fS OF" li.l 0Y8 ALLOCATIONS

Cross-trades executed by Steve Kris? Ascent (,apx il Corp. Accont during the time
- period snrrouudmg the cToys TPO:

Date | Security #of | Buy Prmc ; ScIIP" | Total Comunission

g Shares B prnissions . | per share

5/11/99 | General 50,000 . $109.‘937”;f[ 1 50,06
Blectric - TR N

5117/99 | The Goldman | 20,000 $0.06
Sachs Group e }

5/19/99 | EMC Corp. | 50,000 | 5102875 | 81 $0.06

5/25/99 | Estee Lauder '| 25,000 | $94:0¢ ' $0.06

6/17/99 | Plizer 25,000 |$976 $0.06

Cross-Trades Executed: by Chrl&topher ,R" 6756
the ‘timeé period sur)
Date - | Security | # of Bumec Price |19 I | Commission
Shares ) nission. |- per share
4/9/99 | Bell South 20,000 | $42.19... :.f 54 §2000° | 0.10
Corp. S PEAN :

5/20/99 | Motorola Ine. | 30,000 [$81.73 .| $81.73.. ] §30 o0

6/11/99 | Lucent 25,000 | $61.41 1 $6 . oo

6/21/99 | Seagram Ltd. | 57,000 | $50.13.::; | $50:13 0.10

6/30/99 | Coca-Cola Co.- { 25,000 | 863,13 6343 . | $2500 0.10
Note: According to Mr. Rule, in the month of May1999 (% dmg activity was done solely
for the purpose of generating commissions, plu'qu'mt to an andfng™ with his Goldman broker

that he needed to generate money for Goldmnn in.order to recetye TPOs.

=l



INSTYTUTIONS THAT “ELIPPED” THEIR ETOYS ALLOCATIONS

Institution
Fidelity

AIM Advisors
Alliance
American Express
Ark Asset

Capital Research and , .'
Management Co.

Jarms Capital

Jermison Associates

JP Morgan Investmmt-M@ht. .

Miller, Anderson & Sherrerd
~ Moore Capital Mgt.
MS Asset Vgt

Nicholas Applegate Cap.
Mgt.

Oppenheimer Mgt.
Pequot Capital

Putnam Investments

Total Institutions

Nate 1: The true amount of flipping actually exceeds the 2

the DTC flip report did not capture al] trades: ‘Traders who m

Allocation-

200,000

100,000 "
100,000
100,000
100,000 - .
100,000

100,000

100,000 ...
100,000,

100,000

100,000
100,000 ¢ | _' -
100,000 B

100,]'00 e
Cwooo0” i

100,000

ki3 - Percent Flipped

Source: | “Flip Report™ ﬁnmpilecl by fhf-DepmataryTrmt Corporation (“DTC™).

.n;in the Flip Report, because

tained only DVP (Delivery vs.



Payment) accounts with an underwriter but held their prime brokerage accounts at certain other
houses, especially Spear Leads & Co., could flip their shares “away” from the underwriter, through

another brokerage house, without deteetion by the DT(‘L"hc raditg 'r.(;.?@i;fdg; of Goldman show that

within 30 days of the IPO, 'i'ts-bro}cerage oustomershad reaped over $100 million in profits by

reselling their eToys (PO allocations. Ifprofits .em«?c.!'zby. éel]ing’;-“awaf ’ from Goldman were added

i, the total would be far greater.
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Shira Roseanberg

" DATE: ° February 7, 2000

W . Teade Up ’;,\nnl)’sis ' B ‘.ﬁ%"‘i' frsi
l . oA PYCA IR .

The significaut appetite for Internet offerings over the past year, highlighted by offerings such as Cobalt,
EToys and Jumiper where 1* Tick Trade Up value exceaded 3300 million in each offering, has Jed o 2n
,emphasis on deal allocations, The lollowing analysis addresses this fssue and atternpts to utilize ijnch‘ica la
. analyzé fiscal 1999 deal ullocations and to identify thoge clients that have been appropristely designated, as
© well as these over and underseved. T SR
_ . The analysis covers the GS top 150 (EDOC) Institutional accounts, For each of these clients we have' -
" calculated the 1 Tiek Trade Up Value for fiscal 1999 (for US Shares deals), We have also identified the .
. "corxespanding Total Revenues, Non-deal Rovenues and Cold Deal Purchases for cach of these clients, and
. have spplied mewics to éach. From this daa we were ublé.to cormpile average ratios for Trade Up to Non- .
" dieal Revenues, latge buyers of Cold Déals, and cvaluate those customers wha treated us well fo the after .
o mackets, B fa e I : :

' The annlysis does not encompass other inforrnation: which we think would also be of intersst such as
" market share, designations to GS in jump-ball situations or foreiga deals, These are itens which we know
Sl vould be of wse; but that are not readily accessible at this point in time: We also-understand that this
" information would be useful beyond the 1op 150 decownts and at a clisnt coverage levil. This js a cnrrent
g, e | s A

Wthavc 'a'ttacl.md_é' appendices of _nna'lyéi's a§ foli;rgm:' . :

AR l ‘ Trade Up Value Aixa!y;is of US'Shares 1999 Deals - Acll:d'uﬁts Sér_l'n.c! in Descending Order of |
. Mon-Deal Revenues for All Produets . L :

-Analysis sorts the top 50 clients by Non-Deal Revenues end the coresponding Trade Up Value,
** Ratio of Trade Up to Revenues aad Purehasers of Cold Deals, Avalysis also contains averages for
.cach of these ratios. — ' C s ' .

2. Trade Up Value - Quiliers . e . S _
", To highlight clicats based iipon our analyses that were over or underserved - based upoo Trade
Up ratios relative lo Secondary Revenue Generation, participarion in Cold Deals and aReracket

. purticipation.

3. Crade Up Value Analysis of US Shares 1999 Deals — Accounts Sorted in Descending Orderof *
[ 1" Tick Trade Up Value for All Produmets . - : D
" Analysis sons the top 150 clients by +* Tick Trade Up Value and the corresponding Revenides,
©Ratio of Trade Up to Revenues, Cold Deal Purchases and Ratio of Non-Deal Revenues o Total

Revenues, ' ‘ :

4. Definition of Terms — Trade Up Value Analyses

0

GS 18742
Cm)ﬁc‘!cn(inl Trugtimen( v ~
Requested by P
Galdinin Suchs Crowp
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PET Befinition of Terms . e - -0 : )
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C. R Ug ¥alue - [clients in an equity offcring. Far pumpoeses of this ana 7.1 mgwrﬁnaﬂwaa&m@.iﬁ I - - . i
. - Toizi Revenaes 020&2& as Fiscal 1999 Totaf Grass Sroils + 63 o Loveases, ﬁr_w measuriag our clit nmﬂ business in teains of Toinl Revenucs is oritical in eveluating avesad client
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: Reventes. | - |cfi ﬁunmﬁuzw“ L LT . ] .. - . . ST L
. [Ratie of Trade [Mcasurcs the relative gift from trade up Vs, En reverucs encricd m.aﬂ our o:n_.:m in the after markels man ?.,.B Qmm in cssence, this rztie demonsirates the incromestal
: Up 7 Nea Dexst :o:nﬁ that we pravide 1o aur nm_ﬂ:m fer hnn: ..333"?3: or GSS mam aribat is Eanr - : : E :
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SULLIVAN & CROMWELL LLP

THLEPRONE: R 5504000 s o]
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e Uowts, NV 100042408

LOD ANQELED » pPALO ALTS 4 WAMHRUYOMN, 8.6,
FRARKFQAY $LOHOLN AN G
LR IIING » HIOME KO 1 ToRYd

MELOGUNNE ¢ WPONEY

Junuary L1, 2013

Via Foderal BExpress

Susan Dautel, Lse.,
New York State Court of Appeals,
20 Bagle Street,
Albany, New York 12207,

Rev EBC L Ine. v. Goldman Sachs & Co.
(Supreme Court, New York County Index No. 601805/02)

Dear Mg, Dautel:

We represent Defendant-Appellee Goldman, Sachs & Co. in the above.
captioned matler. As you requested from my colleague Rudy Kleysteuber, enclosed
herewith are additional documents related to the sealing of documents in this matter, The
first is a July 24, 2007 Qrder signed by Fonorable Karla Moskowitz, orcering the sealing
ol documents in this case, many of which are reproduced throughout the Appendix
submitted by Plaintift-Appellant in lieu of a record on appeal. The second is a March 4,
2010 Ovder signed by Judicial Feaving Officer John Bradley ordering the sealing of
documents refated to the Under Seal Declaration of Penny Shane in Support of Goldman
Sachs” Motion in Limine (found at pages A4891 el seq. of the Appendix).

Please et us know if the Court requires any further information.

Regpectlully submitted,

forry e o5

Penny Shane



Susan Dautel, s,

(Fnclosures)

ee John Reichman, Esq, (by ¢eemail)
William B, Wachtel |

Wachtel Masyr & Missry, LLP

Stanley M, Grossman

H. Adam Prussin

Murielle J, Steven Walsh

Marie I, Qliver

Pomerantz Flulford Dahlstrom & CGross 1,00

Counsel for Plaintiff-Appetlant EBC 1, Ine,

-



